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The Counselors of Real Estate (CRE)
Ihc ( r,trnst'Irr' ol l('.rl lst.rtt. cst.rLrli'lrctl IIr I!)il. rs rn
int(.rnrti()n.rl grorrp ol high Prrlrlc prrl0ssionals inr'lrrtling
or('nr[,t,r\ ol llri)nrinL'nt rrnl (,.t.rtr', lirranrial, lcg,rl, ,rrrrl
naaorrrlling iirol'. a. rrcll .t. [.rJr'rs Lri g(,\r'rnnrrr]l rrr(l r(.r-
dt'nr i.r w hLr pr or rtlc ('\pcrt, ( rlrl..ti\t' .t(l\ ir r, on torrrl[,r r t,.tl
prr)l)(,rtv situ.tl ()ns.rnrl l.rrrl r-r'l.rlccl nrnll( r\. lh( oltrnr/n-
lion's prlrposr' is ltr nd\.rn(., t'nh.rntt. .rrrrl sLlf.P(trt lh('\r'
[,ar]r,r. [.r sr'r'r irtg a\ n rfst)ur(f tor ir]lornr,rli(,r1, [r\ L r(.)ting
r)pp(rrlurritir,\ l(rr protr'.sion.rl ilt.r r'lrprI( 11l .rnd .(nrlnrlrn il\
st'rrrrt., [,r tn(ilil.rlinl] ntlN()fIing, .tntl [,r pr\iLling thc
bcnllits ()i canrar,r.lcric. Nlt,rnltrs art ,rrl.rrded llx ( l(ti
l)r'signalion, r'rtt'rrclcd l.r in\ il.rlion (nrl\, irr rr'.(tgnilion ()i
tll(,ir r.hicvr'Drrnlr irr n'.rl (,\lrt(, .()rrn\r'lrng. rr'rr rr t n org

American Real Estate Society
I lrt' r\nrt'rican lical Ir.tatc Sor iclv (Al{lrs) is .r so.irl\ ('l
.rrrrl Ii,r high-['r t l frn.ti.ing l.rtrh.'ssiLrr.rls .rntl rcnl ('.t.rle
pr()l( \\r)r\ .rt colI gt. .rnrl lrni\ (r'ities lhr)uth(ttr t lhr
t-nito(l St.rh...rrr(l llrc rrrrrlcl. r\liIS- torrrrt]rrl in l')Si.
sr.rr'cs lhe cdut.rlion.rl. inl()rnr.lti(mnl, arrrl rt'searclr rrtrrls
(rl llr('!rglrt lt'.rilcr'. in tht'r('rl o.lntc inLlrr.lr'r anrl rr'.rl
t'\l.rlr Pr()tc\s,)rs ,rl ,r,llt!i.'. arr,l LIni\ tr'itir.. Altl s l,trl,-
lislrt'. torrr jorrrnal'.rnd .) tusrnralr nr(,rr(,tt.rph L.Lr,'L r'.rrlr
\'(\rr. ln.)ddiliorr AItl;S ir linkrl rvith th(,(!thl'r ruti(),r,rl
rl\rl ('slnl(' s(\'irli(.s throrrglrrrrrt the rrLrrltl (Asian,
l:rrri,pr',rn, lh.rli. llinr,,\lri(rn, .rntl l-alir ,\rrrrriann) \ in
lhr, lnl.rnatr(nrrl lirrl I1.lnl(,\1\irt\. \\ r\ \\..rrc\rr('t.,,rA

I tr t c r rr n t i Lt rt t I Rcrr/ Es tLttt St1 rttposiutn
\/\)ll.r)r, il 1,1/

I l.r n arrl l)csign Schtrol
lhr, ( orrnst'lors of llt'.tl Ilsl.rlt'

Ilo\'.tl lnstiltlti()tt ol (-lr,rrtt'rt'tl Sttrr et or'

Stplrntbcr 1 6, 2002
H t ri'rt r Ll Ll tr i i, t r s i I v

The Harvard Design School
I lrt' I lar r .rril l)esitn sL lrool i.rl*o e.r lI il tht' (,SI )) i. ilcdre.rt
t'rl to lltt r'rlrrtirtiorr .rrrrl rlcveIrpnrt'nl ol iuturr l(,.r(]('rs in lhr
f11)tr\\iorr\ ()i .rr.llrl(.ltrr(., l,rrr.lr,rpc nr(lril(\lllrr,,rrr\l
rrrL.an l,l.rrrnrnt anil tlL'.rgn. I lrt, sr h,,ol ollcr\ .rn .lrr.l\ (,1

lra'tcr'. arrtl iloctor.rl tlt.rrus, .r' rr.ll as (.rrttr I)i.r,rrlrr
.lrld l:\('(trtiv(' Etlrrt.rlion pft)llr.lnl\. l!ith ils irrk rn,rliorr.tl
ln.ult\', ll)( (;SI) prrn irlt'. a bro,rLl r.rngr: L,l Llt'.ign phiLxir
phit'' .rrtl r r*ions. I lrr trnl,.rralI lctl r( \(Jur.( \ ol tlrt l)r''igrr
Sehool .rrLi lh()\r' ()l I l.r r \ .lf(l L ri\ ( r.rl\, inr lrrrlrnq it* c,ru r''.
r'\, r!r\1.unr\, libr.rrir,', .rrrd .ultrrirl r'\(nt' arr',rrail,rlrl. l,,
.rll slLl(l('nts. rr'rv$.gsri.h.rrrtrd.t'tlrr

The Royal Institution of Chartered Surveyors
(RICS)
With Ill),01)l) r'it.nrh0rs in llll r'orrntrics, llrt' IiLrr.rl
lnstitulit)n ()l Chnrt('('(l Sur\'r't,'r. (lilCS) i* th(' \\orl(1.
l(ar.lirS ploIscirn.rl t'irlt ,tdJr*.rng .r]l ,r']rcr I' r,t l.rn.l,

l)r()Prrt\, a(rn\tr!lalii,rr, .rn.l .rssrriratcr,l ('rr\ ir(,r1nr(rrl.ll
i'srrcs. ,\rr lnd('p('rl(l( rrl, n()t-l()r'flr,lit ()rg.lrrrs.rli(rn, Iil( 5
.r.ts in lhr pLr[rli. inl(.r('\t, Lr]rl1()l(lirrA thc lriglr('st st.rnrlarLl.
(rl .()nrp.l.n(r'.rrr(l inl()-rit\ nrrl()n{ il\ nrtnrl,r'r. and lro
r rrlrrr8 rrrrl',rrti,rl, .rrrtlr(rfilnti\ r .rrl\ r( (' (rrr nr.rir,r r..rre. .rilir I

ing brr.rrrr'".rnrl.i,rrttr rrrrrklrrit[' \\\!'\\.rr(\,'rg

The RICS Foundation
Ihr' Iil( s I,,LrrrLI,rIii,rr r. a nrrrlrlrrirlt tharil,rhlt loundation
llrnt \\'L. l(' rnh.rn.t thr (lu.rlll\ ol tht, Irr|lt .rnrl n.rtulJl
(,r1\'ir(nrnr( nl\ i()r thc I).nr'tit Lrl .rll, anrl rs.()nrnrittr\l l(l
rnsurin! lhrl \ust.rirubilitv i\.rn intrinsic p.trt ()l .rll th.rl \\(,
ilo I hl Iil( 5 I:orrrtd.rii,,n \ulrp(,rl\. lr{)nt()tt.s, arrrl Lii'.cnrr
n,rtr,. rr,\r'.rrah an.1 al.,'.rJr i't,'.rn.]'upporl',,thcr tharrt.r-
[,lc orA.rnis.rtiLrn.. rnLlrrtlrng tlrt' Iil(S IrlrrLatrol1 IrtNl
\1'\\'\\.f i( s'l)un(l.lli(nr.ort

I
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Tanle or CorurrNrs

,,\bout tht.(lloh.rl ('itit's in .rn I:ra of Ch.rngc Sporl 1111pt Organiz.rtiorrs

Ird itor's Slntcnlcnts

Cr.oBAL Cri rES rN AN ERA o[ CUANGI
/\:,rrmmnr\ i'l lhe tirsl inlern.lti()nnl r(,rl estnt('s\ nrpo\iunr ()l it\ kind sprrnsrrrr'rl hr Il.rrr',rr,.l
I\'sign SelrLrrl, lh('(irurr\rlors ol li.rl hstnl(,,,rrrrl lht, Ilor,rl lrrstituli(nr ol ('hrrtt'rccl SLrrvcrrrrs

5

COM M ENTARY

Tlrt CoMiuENTATon's PERSPIc rr vE:
Ct.oBAL Ct I n s t\ A\ ERA ol ClrA\cL
1rrl lioa'r'rr ll. '[ju:: ,\l.('{)V, CIil

Slnvrcrrt; rHE GL()BAL CrrY
bv DLuttL'l /ir^r'. C/(l

Cr.oBAL Cr rrES rN AN ERA or CrreNcr:,
A CoMMT,NTARY
1,v i)rri'r,i S. Ailli. C/tl.

Srnerr<;rls FoR MANAGINC
URsls GnorvrH A\r) REvtTAt tsAt toN
l,y L)Ltn, lt ilh ,\lrtnln;L

INSIDER'S PERSPTiCTIVE

30 "WrrH A LrrrLE HEr p FRoNt OUR FnrnruDs"
h1 Iltrglt t. (,i/y, C/i/

THE DAWNTNG o[ A NEw En,r ron
CoMtlrEllctAL Rr,qr. Esrerr INvrsrMEN I
b.V K,:ntttllt /( i(.(s, /r., (-ii1-

Gros,\rrz,\rrox rs Kr\ To
Rllr Esr,r'rr: INDUST RY Cnolvr
bri I)nir' .,1rrlr' /i'iss

38 BENEnrs AND Issu[s lN
GrosA.r Rrar EsrATr, INVEST rN(;:
A REvrEw oF THE RHSIARC
hrt |lr,rtutrttrl (1. li)rh,. ('/il-

R[-rLECTI()Ns rN AN INTERNATToNAL Ey[
by LdiL'itt " Bt'ick" I/rrar'. /r:, C/lI-
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APPI-ICATIONS

.15 Cnoss Bonosn CAPrrAr. Fr.ows
PERSPECTIVES FRoM A MtxH)-AssI r
PoRTFoLro INVESToR
ltr1 lllrtf ltLr -S. Pcytrrr, C/i1-

.16 CounsrLttc IN AN ERA ot,CltAN(;t,
/,y /irrr7 Scllrcir/crrrrnrr, C/i/.

17 Et'rNi rx GrosA.r Crrrrs, Trrrr,rx L()cAt-Ly
l)v /r)s. Crr,./r)s Pr'1it'tIirr,,. t-/il

PARTNERSHIpS tN CLoB,\r. Rr,rr- Esr,rrr
I' 11 L-ort t c 1tr'rl,/rrr.q, C,lil-

Rrl/lL I.Sl'/11[ ISSUES FEATURE ARTICI.ES

DECoNCENTRATIoN:
A Srnarecrc IMPERATTVFT rN
Conponnrr REAL EsrArE
l'ry ivi tlou,Al,{ru; /y CRL

Sin.(' tlr(' lnclustri.!l l(,r'olution, rvorl h.rs llccn .(rn.cntr.tcd irr sp('.ifi. \it('\ nn(l l.rcrlitit,s. I ht,
rcstrlting rrorkplac| m(\lrl i)lt('rr tlr'lincil in nro(lern corPor.iti(nts Lrr largr', r onolithir'lrui[iiirEs
irr tirt'r.1 krcations bt'ltelittil t'nrI.Irrt,r'.rntl cnrplrrrtr's.rlikr,in tl'tc ":,trnd\-st.rtt." rrorltl oitht'
pn\t rr,ntrrr\. Iorlar; horrrrt'r, ntrr'nctrls, rrr'rl rrLrrms anr.l nr,rr calra[rililit'..rrt'nt.tking lhr'
IntlLr.trial-cra rlrrrlpl.l(s .1 .(r\ll\, irrrlli(i( ll .lrag r,n ccr,nontic gro\! th rnd rrrg.rnizaliolral pt'r-

6l INTERNATToNAL Re nL Esr,rrr
INvESTMENT Rtsx ANelvsrs
ltV I l(i'r' t\. (r'i,r'/rirh'5, C,lil-

Intorn.rtion.rl rc.:rl cstltr' in\'( \lnr( r'll rr'prt'scnts eonsiderable tlccisirrn-nraking, org.rni,,,r(ion, .lnd
nranagcri.rl challcngt's abovt' ,trtd bt'yLrnd lhc prohlt'ms o[ .rchit'r,ing tlt' tL.sirt tl cash ilLrrvs al tht'
l,triltling It,r'el. Ihcsc .hnllcnBr.s nr(' n.(1'ntLrrtr'd bv the timc-dist.rnee g.rp lroIll llrt UnitCtl St,rtt's
nrr(1 thc rliflcrcnt soeio-t.cononrir'anrl r.lrllur.ll slnrat(lr(,s,rssocialer.l rvith irrtlir irlrral n.rti()nnl llrnr
Ir'ts. lntern.]lion.il rr'al ('slrt. in\r\l,nr.nl rt'tlLrircs a aonaentrntr.d sarutin\'()l tht'frolr[,rtrs.rntl
()PP()rtunitics Iinkctl lo streh tlt t isiorr'

71 WoRLD WINNTNG Crrrrs-
Trrr Nrxr Grnrrn,rrrox
Ity ltronrl Ktlhl
(_ltir\ .rrc thc frnnrc\\ ()rl ()l rot it lr,, arttl thcir tontinuing eri\trncc llJs br,.onrr .rn rrrrLlrrc.liLrnaL.lc
p.rrl ()l \\1)rld orllcr. Ihtr pr()\i(i(, lltr (iln\ n\ ir)r nl()\t rcal cst.tt(' nlir[(.t .]aii\ ilir.\, nnd und('r-
\t.rnding thc i.rch)r\ thnt h.rrt' lt'r.l Ir tlrt,ruett,s. or l.rilurc ()i citir\, r\.r ! it.rl p.rrl ot tlrt, prl)prrt\
Pr().('ss
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Gros,rr Crrrrs Sr vposrurr:
Trrp Groser Crn Too,rr
l,r/ ..1 rr(ris,\ la/,rtos/l

Ihi. articlt looks,rt horr \\(. nrcr\!rr{, .iti( \ rn(l lh(' ilrf).rat ()1,\'r.r-l'.r(ilit on urt,.rn rharrgt'. \\'hat
ir the roI trt citit,s torl.rr .rrril .rrr'rtrlr.rtr rt]lions eon'olitl.rtingl lnvir(nrnr('rrtnl \tr\tnitr,llrilil\ i\
irrarr..r'ingl\ inrpo11,111 rn(l r( l.rl( t(t !.lri()!r\ \ecn.rri(rs tor thc IutLrr.. llorr't'r'r'r'. llrt'titr, arrrl its
pl.r.!' irr lrist()r\', is ns inrprrrt.rnl l()!l.r\ .rs il \\.rs 2l)01) \'(,.rrs.rg().

WHERE DID THE "WrrHr.R Aw,rv" Go?
by i\lar ll. llr'itrycr
Ihis articlt' rc\ isit\ pnst Pr(.(li.lions.rl,()ut th(, inrprct of thc techn()l()t\' ()l th(,ncr\' ('(olr()n]\'()n
rrnlr.stntc. Since thc eoll.rpst,ol th('(l(r1..()nr "b(r()nr" it,rppeitrs th,rt mnn\'.ls\u ipli(nr\ nboLrl lhr
r'l[,.ts()fte.lrnol(rg\'!!r'rr'o\r'rr'slin]nhtljhr)\\'r'v(r,icchnol()g\.()ntintr('\l()lrrr(it)ptctl .rnti u ill
h.rr r an influt,nct, on (rffiar \lnar.

EMTRGING Grosnl Crrrrs:
Corrpa,nrsoN oF Sr N(;AP()R[ A\D
TIIT CITIES oF THE UNITTI, An;Tg ETIIIT,T.TTs

bv,'\li Prrrsrr, llnrrtirt Irtli'rirri. Ir,r, I{( Si,r,5,',,rr'I rrt (),t.{, rt,rrl llrr rlrr )irrrli
Singapoll, ir oiten tluottrl .r'.rn trlntplarr (it\ t() h.r\(''1r..('\'lull\ t'nr[.r'tlr]t'rl rl\ (lrv('l()Pnter'tt
*trnttF\ \!'ithin tht'global ('.()r'r('nri..ir.uil \\hilr th. nrnin Lnitt'rl r\ral, Lnrir,rtr..ili('.,!rr nnrt)nH
nr.i11\' Lrrtr.lir regions in tlrr.(lr\'(.1()l)ing a()unlri(\ th.lt hr)p(' t() cn]lrlrl('Sin!.rf,'r(,.r\.rn rnr(,rl{inH
global citr'. Thr: follo* irrg :'lrrtlv rlt'lrts irrto lhc rcrl Palh th,rt (!.h ()l llr{'sul)l(11 .itirs hns
t'nrplovtrl .rnd is.rn.rttr'mpl lo cvalrr.ttr'trolh tlrr'lrart ticvt,lLrpnrr.nt nnd thr pr('s('nt rn(] ilrlLIrc
enp.r.itv oi thcir rnilicu, lhrorr,th nn in\tilulir)nnl strrtlv approach, t() n((r)nrplish th('ir r('spr'(tivc
"d('\el()pmL'nt visions" anrl L.nrL'rgc ns r'.()11()mi..rntrt's ()f thc gloLr.rl suppl\' .hnirr. lhis prrticul.rr
studvi\thclirst()iit\kindl()in.lu(lttlr(.s('(itir'\n\p.rftr)f n e()mp.lrnli\r'\lrr(l\ t\ith rn tst.rLr-

lirltrl rtgitrnal glot al .it\'.

OUTLET MALLS oN THL HoRrroN -
A Vrrw Fnou rHE MrDDr.[. Eirsr
1,y -lirrrr,rr I/rrrrrr:r,rr, C/iI-
I h(' .hol,l,ing .entrL' mnrl(.t in lhr,\rn[.i. r (;u lt (() ()pr,r.rtion (orrrreil nrcnr[,cr.l.rtf\ (ltlhr.rin
Ku\\.rit, ()nl.rn, S.:rudi i\rrbrn, Qrtrr. .rrrrl L nitr'rl ,\rnb Imirntr.) lra. rtaehc.l .l l( \rl ('i nr.ltLlril\
tlrnl i..onrnrr,rlsurntL \\ itlr th(, L.5. anrl l'trrtrpr'an L nion. So nruch .o lhat ilt.arlr ilclinttl rub
nrnrLcts.rre n(r\! enlcrEing. Ilrr''t arr ahoLrt to lrt jtrinLd b\ ,rrr(rtlrrr r'\.ilirrg (r)rr.('[rl nrrv to lhr'
\litlLll(' |.r't: tht' orrtI l nrall.

CovvrncreL REAL EsrAt [.
IN DUBLIN 2OO3 -
A!-'r'ER rHE BooM
bq IlrotLltn lViliirlrrts, Silr/rt'rr l!rrls/r, rrrrrl .Sr'rut ()'Nr'i/1

Ih.'.lt'nr.rntl ior tonrnrt,rei.rl rrnl (slntcirrtll( l)trblin nr.rrkct in r('(('nl ,,t'.rrs lr.rs bt't'n tlrirt'n lrr
scrt'ral mailt i.rckrrs eonlirtut.r.l rtr()ng ).r()\\lh in thr.gtncr,rl caon(rnr\, high lr!rl\ ol in\\.rr(l
in\r'\tnrent p.rrticLrl.rrl\ in lh0 II\('.t()r,('\prn\i(!n()ithciin.rncial 'r'rr ier...t\-t(,r.rnd gr(J!\th in
u rl,rn t()Llri\nr.

r, tl'r. I,rrI'Ir(.rIr,,rr \\Ir, IIr' r , r ll,,l tlr. .rrtr,lc..rrl'rrrr-.r',rr-,rr, .rqrr,.l

Iill'\l I()lts ,\ll righls r.\rr\e.1. (l'rintcd in L S.t )
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I l5 NoN-pERroRvrNC LoAN RESoLUTToN rN ClrrNA
bv liiLlt,trl l)lr 'nt llittq l\htr.:
(lrina, liLr'\\ilh(,tlrtr.\\inncountrie:,isclLrsclr lLrlIrrring tlrt'.r1,1,rr).r.h Lr\r'(l ['\ thcLnitcdStntrs
lhrirrglr lh. lornrnti(motthcl(,soluti(nInrst(()r|or.rli(nr(lil()t,'ro$l\r,it\nrm-prrlr)rming
Io.rn Pr'olrlt or IIrt prrrp,,.t (rtthi\nrti.['ist()r('\'i.l\'(hrn.r'\fr,,t,r\s||r.rllrr(lIr!,,i,r(,rlir]
in\(,slors lo l)trr(lrn\r'tlt('\l'l-s, anLl t() c\.1lLl.1tr'n l()nt ltrt (rl lr(l()r\ Ihrt .rllr.l in\c:,1()r pcr.ep-
li(nls ()l url(orl.rinl\ Ilrrst'i.rctors nrrrrt be aelrlrcsscd br,i(rr( in\.\l(rrr.rr(, lilcl\ l().nlrr thr.
( llinr:.r nr.rrlrt irr l()r(c n nr.c\\.irv r(,(luirrnr(rrt hrr lh(,{()\(nrrrnl tLr srt hight.r \l'I rccor crv
[tl(,\ ,ln(l lo\\('r losst's on kr.rns nladc lrv thc \t.rtr or!nr'd h.rnL'.

t2s THE CRowI H AND PERFoRMANCE oF
I N'r'[rtN ATtoN At. PuBl.lc REAL Esrere M,rnxsrs
1rr7 (iir'rrrr /i. itlttllcr attl llattLhl l. i\nrltrson
Ihis p,rp1'1 Llrks,rl lhc gron'th in sizr: oi prrlrlic t.rpit.rl nrrrk('ls rr()Lrnd thr rvr)rl(] nn(l nnnlvzcs
ll\. rrlLrris lhnl havt, [rct.r't .tcl'ticvetl. ]Vlonthlv d.rtn lronr (;lrrl).rl I'rofcrl\, Itcstrr.h ((ll'l{) l{)r p.ri-
irls I()8-l tlrrorrgh 2002 nii(lvcnr is rrsed [()r thc stLrd\. 'lht' 

f.rpr.r r]cst ribcs tht'ntrnrbcr oi firnrs
nrr(l nrnrL('l ri!filnli,/nli(r11 iotrr'r11 in l6 countrit'\, lh('n r\.rnrin(,s tlr('r(,lunl tLrrrtlations oI thc

tltrrlt'thal rrhilt'tht'rt'.tsort.tbL'rr'turrr\.rnd l()\'(()rrclntiorr\ ()i nr()sl plrt)lia r(nl a\tnla mJrlcts
arotrrrrl lhc rvorltl .hor.rltl .rltr.rct institutiorl.rl invr.t()r., bul tltt'rt,lalirclr .ntall.izt'oi ntrrsl ntar-
[t'ts has nr.rdt lhrnr l.\s ittr.].ti\c. Ilrt L.S. nrarlct t,rP i.5l7l) ttilliorl trrrt ,rll otlrt.r nr.)rkcts nrt'
nrrr'lr .nrallt'r \r itlr l rrn.r. IIong Kong, .rrrel l.rl,.rn avt r.rgirrg art,rDrrl 5-10 lrillion l,rirrg th(' nr'\t
.lo\r,rl ti(r. IIrrr. thc ptrhlic r..rl rit.ltc ntnrk.t:.lr()rrn(i tlrt'rrorlll.till h.rrr'.r l,,nF \\i]\ k)Ho.rnd
{r(,\\ l() .itlrr.t \igrlilie.rnt inrtitLltion.tl ..lpitnl.

l-l() Iltr,rct or rHE INTER:JET oN
Irurr,nrlrror,qr Rrar Esr,rrr Orncr Mnnxrrs
I,y Sr,/irr li I )i,r'rrrrri

llrt Prr''cnl sllr(lv r\.rnrine' tlrc inrfr.rct ol tl'rr Inl('rnr'l (nr llrr'r('nl .\tnl(,()lli((, nrnrlrt through.r
.ttrrcr t'l rr'al c\t.ri1 pr()h's\irrrrnls iir trnditi(ln.rl .omprnirs rr li()\t(rn,.L S. .rnrl lontlor't,/L.K. This
\rrr\c\ ..1|llrrr'\ l,r(,tr''.i()n.1lr'()pinions (m thr rr,r (rl th('lnl('nlrt rn(l h()\1 il rl,('(t\ tlrt'ir [,rrsi-
rtr'ss. lltr'rcrtrllr lr()rrr both aitie:. inrli..rtr'dillr'rt'ner'. rrhcrr usrrrA lh( lnk.rnrl \('r\us tra(lili{)n.rl

Prn(liar lll(, lnlrrn('l '('cmr k).ilfe.t thc rol('()l th(' lrrns.r.li(nr p.rrli.ip.rnt\, .rnil tht lt'ngth oi tlrc
pro((,*.. [.ut n()t tl1(' p.]rtiai]..1ntr'r(trnings ()r tr.rn\.r(tii)n \tc])s. ll i\.rrrrcrrtl\ rr'crl .rs.r listirrE
s( r\ i.(, inlornrntiorl gntllr'rirlU resorrrcc, anrl .()nrnrrrri(.rti()n ltr()1.

l\,1,.,1i' $ \ \! .r! ,!rr
I rbr.rr\ ., ( l,rrBit\. (.rft1 nunrl,.r 1( :(,-:i();i



EDITOR'S STATEMENT - by Hugh F. Kelly, CRE

Rsar Esrers
ISSUES
fDr rr)R r\ (lllll

Hu,ah Kcllx ( Rl
I{..r1 I\i.,r. I.Lnrrn,,\ Ilr,','lvn \\

\l.rrl I ee Lcvine. CRL
L ni\fr.ii\ ,n l\'n\rr
l (\ rrr.. Il(i (rrr.uli.rni' I)dr\.r.(()

2002 Er)r rr)lrr{r ll(r\Rr)
Timolhy B,rrnes, ( ltt
Itr,.srr.rh,,u'(,n,f,r' IIl' \.r\ \orl. \\
Peter C. Burlc}, CRI:
,\trr\1.!r (,nrul I Il) l)(,n\(r. (1)

Mnurn Nr. Cochr.n, ( Rl:
It.rrtrrnl & (,\hr.rn. ln, ll.rrll(,i!].( I

,ohn A. l).rlkoirski, III, CRI
I'h(rrr\ I.I.rl I\t.rt( ( (\rn{,1,,r,. h1( \lLrnii. I,l

,i.k P Irriedman, CRII
I.r.l Il I fi.(lnrrr lt /\\\! i.rl.\. I L( I).rll.r\. 1\

,ohn t.. (;ndd, CltIl
(;illtl, libh[ & ]\\\\r.rlr\. ln(. Whent(!r. Il-

, ill s. Hatton, CI{E
SSR lt.rllr A(l! inr. . ln\i(nr. NIA

.lohn,. llenls(hel, CI(li
l l.ni!.l! l llr.rl I\l.rh,1ni..\ /\l'irrfid,nr. N:l)

larnes C. Kifcs, ( RIi
,\l (I)N t s,\ R,.,tr\ ,\,tvi{)r. tn,

(;cor8e It. Knrvel, CRI
Ln1\(f.ii\ ()r \l lht,n,.!'. \linre.rI,nr.. \l\
Steven Kayc, CIlli
( It Iir(h.rtul Illr' \\hrltrer I!.rrtfr'r. U,\nr) \li\

Ccrald ll. l.{'vy, CRt:
(;r'Lr \l l.\\ .\ ( o I I( \.$ \,,r1. \)
S(ott R. \'tuldnvin, ( RE

I h. \lLrl(l.r\ rf (,'nrf.rD\ \Jn ldrrr.l. ( ,\
Philip M. ()'lrri('n, ( Rt
l)sen.,)ft.1.t!l \l,trrtn.rl (,\\r\l),\
Charles ll. Pclerson, ( Rti
(,,rp,'r.rL l(..rll!. Irr \en ()rle.rn\. I /\

Kcnncth P laiBss, lr., Cl(ti
l{(.rl Ii\t.rl. Il.\..rr('h ( {,rp,}rnllor] ( hi.nFo. ll-

Divid r. wilk, ( llti
(;rr\\l(11( llenltv,\(lvivtr\, In. Wrlnrnsl(11, l)l:

S. lody wilson-[oslor, CRI]
l(r.h.rrd ()(l,,nr & /\.-\r.k\. ln( - l{{\l llill. S(

,irn Zemczon.rk, ( l{l
( ()tu Ii(.rll\ I'.rrin.r\ s(,nt\l.rl(.,\,/

I' I'.rr\.rr(l tra lr', rrr tol, rrr.t 5tr.Phr.n lat CutrlLl
H l,,r,.rl lrr rT rrtr,.rntl Irlrrrc (rn llr(. llr(,r]r(,. r,t

I Ili,t,,rrifr Jn(i J(l.rpt.rtr,,r'r rr tlrt,n.rtur.rl t\i'rlrl.
'l hort' Llualitios charaett'rizt' rrur r,conolrric rvorU, .rnci
thc P1.1.1' trI rt'.rl t'st.rlt', lust .rs iunel.rnrt'nt.rlh ;rs ther
do tht.[riologieal rrorlrl. I'rrr[.r.ttrh this is true f()r n1.1n\
ot thr,sarnr' rans()ns, [{)r l]unr.ln\ inter.lct olt mant of
tlrt' r.tntt' fl rrr( if [ \ r,l .( l('( ti\ il\' .r\ (1, ' , 'rrr (rrr)P,tl]
ions ol rrtht'r s[rt,cit's rrr this pl.rrrtt. \\'c st'r'k kr strrvivc,
to p-t.l55 ,r', tlr(' [n'\t ()l oLrrst'lvr.s, k) se(.k h.rbitats th.rt
,r rr.. stt't.r ina[rlt. .r n tl srrst.tin in6, .tntl to crrnBreS.rtc brrtlr
ior Prrrtcetion anrl bt'r-,rust' social intcr.tcti()n pronr()t(.s
orrr r,r'rrlrr tion.t rt' pr()trr'ss.

As (lor.rlcl's .r(.rcl(,nri( hornr', I lan'arrl rr,.rs thclt .t vilrv appropri.ltc
Iocale for thc Sc1'rtenrlrer 2002 eonlt'rt rret., (]krb.rl Cities in.rn [:ra r.rI

Changt'. This thrt't-clar' ('\'('r'rt w.ls .t rrot.tble coll.r[ror.rtiolt among Thc
Counsclors ol llt',tl llst.ttc, tlrc liotal Ilrstitrrti(rr ol ('h.rrtt rt'd Sur','cvors,
.rnd ll'r('ll.rr\.rr,l (ir,rtlrr.rtt'5rlrrr,rl ol I\'sigrr. Nlrrrlr,rl llrr'r.rlue ot llrt,
conft'rcncc, oi corrrsc, rlt,rivt'rl irom tht int('r.rction oi tltc [r.rrticipants on
the scene, lroth rltrring lht'tornr.rl sr.'ssion' arrrl in tl]('mnn\'()pPortllniti(,s
for "sir.lcb,tr" c(n'rvers.rti(nr\.rl nr(\rls Jn(l [rrt'aks. l]ut ct'rt.rinh tlte rorr-
tt'nt oi the pr()gr,rnr its(.ll t\irs (luil(.(,\(r.Iti(,rr.rl, rr.rr.rr,.lrrrg th,-'sr. .rblt' to
.1ttcnd.

Io m.rkc srlcctctl eonicrt'r'rat' eontt'nt .rr.ril.rblt' to a n ider .rucliunct,.
.rn,.1 to crl-r.rrrrl tht' crrrtit'rtrtcc's tlrt'rnc tlrrrruth n scrics ()i rcl.rtctl t'ss.rr s,

llcrl1 Esl/1fu'/t\r/r't.rrd tho,lrrrrrrrrl r,/ /ir'rr/ I.lrri, /'r,r'flr,/irr,\1rrro.{crrrr'rrt conr-
mittctl kr l.rrotlucing this sPt'ci.rljrrirrt issue. Ihrough a st,ries of.rrticles
s()mt qu,rntit.rti\(' .tnrl otlrt'rs c(nre('ptu.rl; sonrc iocusctl ()n p.rrticlll.rr
cities lncl ()thtrs thonr.rti. irr scoP(' \\'r. Irol.rt urb.rn econonric.rntl re.rl
rst.lte issucs.rrolrnrl tl'tc rlorltl at thc st.lrt ()l 2()03.-lltt,rvorlrl is boconr
in1; progressivrlv nrort,urbanizcr.l .rntl, in lht clichti, this prr,s('nts b()tll
cl't.-tllt'rrgos.rnrl o1-rp()rtuniti(,s. (ikrbal eitit's, thoso conu rb.rtions .rt the top
of tht'rvorltl ('c()r'l()n'ric hit,r.rrcht; .rrt'irrcrt'.rsinglt imp()rt.rnt as porLrls
rvhere thc rvorlcl's ccorronrit-, srui.rl, anrl cLrltrrral divt'rsitv connect. N()t
coirtciclentallr; strch citit's.rrt'.tlsrr tl'tt'plnccs whcrc rr,.rl cst.rte is tlt'r't'l-
opccl most interrsclv anrl rtltrt.tl rrrrrsl highlr'. Iteal cshrtt'tlt,r'ckrpmr.'nt
also is.r prollerfLrl iorcc sh.rping tll'phvsie.rl clinrcnsions of cities, .rs it
servcs its irrrrtlion,'i Ir,'rr.irtll (\rrr.)nrr( ,rr li\ il\.

A rlistinguishccl Broup rrl sclrol.rrs anr'l practitiont,rs offt'r vou their
irlt.rs irr this spcci.rl j()int issut'. l hcr' ,rrt' .rn t'rccllcnt cx.rnrplc oi .r irrrit-
ful clualitv th.rt I)r()l('s\or (n)rrlcl aPtlv t.rPrr.sst.rl .rs "richn('ss in particu-
I.rritv ancl p()tonti.ll rni()n in untlcrlr,'ing ('\pl.rn.rti(nr." Wc comnrcntl
th('ir otlorts hrr r, otrr tl'touthtirrl eorrriclt'r.ttiorr .trrtl aprplication.

Hugh F. Kelly, CRE
l ilt! iu l'lt l
/ir'rt/ I../rt[ /. rrr''

2m2 NArror\ar ()ru r Rs
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EDITOR'S STATEMENT - by Richard Peiser .l()llrrral (,1

Real Estate P()rtf()li()
Nlanagement

n-t ht. t,l,rlr.rl Citrt'' ( ()nh,r('n(r,Jt ll.rrr.rrJ I\,rigrr
I :elr,u,l rr((rrrreLI .rlrr,rsl r'\,r('tlv r r r ) ( ' \ 

' 
\ r r . r l l t ' r tr-

I fl. t p lrr tltt' tl.tr ()l llrr'(i,r'rli'rr'r'r(r'. \\r' .rlr,nq
rr ith otrr Irartnr'rs in thr.' crrnlt'rt'ttcc, thc Iioval
Instituti()n of Chartt,rt,tl Srrnt'\'ors. thc lil('S
I Irrrr|,r t ir rr r ,rrl(I nr(' C, )un.r.l( 'r. , 't Iit..rl l.\tJt('. lr..rrr\l
th.rt.r repc.rt ttrrorist incident r\.orrl.l tlrr,,rr tht'rvorU
.rg.rilr into turnroil .rnd c.rusc tlr(,c(nri(,rorrcc trr [,t'eart-
et.llt'rl. Nl.rnv flights *t'rt' in l.rct c.rnct'llt'r.l atrtl hrrtt'l
rrxrnrs in Ilostorr norm.rlh'\'r,ry titlrt in tht' lirll rvt'rc
ar,.rilable .rt bargain prices.

As rve norv knorr,, thc otx' \'ttr r .rtrrr ivt'rs.r rt, ol ()_ l I

occurrtrl rvithotrt incirlcnt, .rnrl \\,(' Jll br(..rtlr('(l ,lrr
cn()r[l()us si6h of rclit'i. Still, tht, events of .r ve.rr bt.fort,h.rtl .r ;rrohruntl
inr[r.rct ()rr th('subst.]ncc oI thc conference. 

-l'he krng-tt'rnr inrPlic.rtions
irrr u rt'r.rrr rlt.r clrrPntt'nt are jr.rst [rcginning to bc rccognizt'rl- l ht' irrrtrrt,-
tiiatt'inrpaet, horlt'r't'r, on rr'.rl cst.rtt'- frlrnr glotr.rl invcstnr.nt t(r l()..r1
corriiticrrct, irr rrrban rt,tlr'r'ck)pmcnt decisi(nrs art' [Tt'inB lt'lt in t'rt'rv
n\pr,.t ot tlrt' intlrrstrr.

I ht' strtr'tanet' oi thc eonfercncc is rcP()rtc(l ilr .r trit's ol .rrtit lcs in
this rolrrrrrt,. /\t th(,tin]c of this writing, howc\'t,r, c0rl.rin .rsf)r'.t\ stnrl(l
out. Iht' thr'nrt' rri tht' conicrt'nct' compt'tititrlt antrltg gLrbal cilrt''
u'.rs Lrroutht honc througlr.r trttnrbcr of eliilt'rcnt r.linrt'ttsions rlise-ussr'rl
(n tlr(' \iiri()r.rs pant'l'. l hc tL'rnr "glob.rl citit's" rt'lt'rs t(),r s0['.t tr('u[.,'l
"rvrrr|d-class" citics th.it .()n][)ote \\'ith rrnt' anrrtht'r t()r anPit.rl, in\'(':'t-
nrenl, crrnrpanit's, sp()rtir'rll cvcnts, tvorld iairs,.rrt ('\hibits, anrl a h,rst ol
rrtht'r.rctivitit's tlr,rt gi\'('thcnr prominence ()n tlte r!orltl st.rgt'.

'lht'conit'rcrrct'it,.rttrrtci nr.rnv m()re cities than tht'top ()nr.()r tr\'()
cities in t',rch ol tlrr.'nr,rjor countries rtprt'sr'ntctl. Iror er.rr':rplt', Ncrr Vrrk
(ity nra\, holtl tht' krP spot in thc Uniterl St.rtt's, [Ttrt Ios Angr.los,
('hicago, Iloston, San I:r.rncisco, .rntl evcn [-as Vegas, nnr()nl] ()th('rs, Jrr'
in c()n1p(.liti(nr not onlv rvithin tlrr'U.S. but.tlso \\'ith n'rJi()r eiti('\,rr()un(l
tht,r!orltl. As inst.llrt.lllc()us communic.rti()r'rs, uid capital, lrt.r.tr.rclt',
.l'tcl ntort'()p(,rt rlr!rrk('ls rn.rkt,thr. rrrrrlcl t,rtr snr.rllt'r, eitir's nrltst rlrrL
harelcr to ert'att'tht'kintls of cnr ironntt'rtts th,tt .rr('Jttr.rcti\('t() (1)ln[).r-

nics. r\ rrrr rrrbt'r oi '[rt'.rlt'rs rt,iter.rtec] the rel.rtionshil. h,trr ccn tht' u rban
f.r[rri,.-antl (]rr.lit\1)t-lil('i11 citics ho!\ cr'rt,rin citi('s, li[t'loncLrr anr'l
I',rris, h.rlr' nran,rgt'rl t() [.rosr.rvc.1 speci.rl tlrralitr u hilt' rt'rraining trrm-

lrctitir t'.

lrl'l KtrtLin .rr\rt('rl s()nle\\'h.lt ()f .rn Lrpr(ur [-rr .rrALrinA tl).]t gr(,.rt
citics totlar ,rr(' n()l ,iul()nr.rtic.lllv clestinccl to Lrscorrrt, t,r t'n grt,atr'r: " I ht'
rt..rl qrrt'slion lor eitit's is u'h.rt rolt'tht'r c.rn 1.la1 in tlri. r'tt'rr ('a()n()nr\'.

I host' thal lind niel'tts rvill thrive; thosr' tlr.rt tlon't arc tlrxrrrrt'r.l trr sl.rg-
r'r.rt(, ()r d('clill('. ln thL. cncl, ( ities .rrt' .rr net ()i lnspir,rli()n .ur(l
Vision...rvlrt'rr tlrt Visiolt has failccl, so has tlrt'titr'. Srrttt'sslrrl titit.s
Inr.rst inspirt'or tlic." ()thcr slreakt'r\ t\'('rr' n]Lrch rrrt,rr' uph('.rt .rlrrrLrt thc
iutrrrr.ol citics. ('t'rt.rinl\; l).rme Jrrdith M.rvhcrr,, he.rcl ol tlrt'(irrporatiorr
ol tht, (-itv oi l-onrlon, .rnrl (lovr:rnor Etl Rt'nrle ll ol ltnnst lrtni.t, rvlrilt'
rt,eoglrizing tht' challt'ngt's th,rt citi(.s f.rcc, rlere ()ptinlisti(' .rlror.rt tht'
rr'r.m\' P()\iti\'('stcl)s th.rt \1 r.ll- rnotir'.r terl citY lt,.rr,t'rs r'an l,rkc l() inr[rr()\'('
th('c()nrp('titi\'(,p()siti(rns()f th(,ircities. ltttttlitrtrtLl)

\lnrc ]\. I ouar8nnd
( ,,rn.r\1,{rt lterl I nJt{, \J\ r\,r. l,\
(;lenn R. \tueller
l,rrr' ll,\.lLrr. Lrr\.hrr\ N lr!! \lr\rl
l{i(h.rrd Peiser
llrr\.rr.l L nr\.^rt\

K. w. chau
L n,\.r'rr\ ,'i Ii,nrq l\,{rA
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(;coff.cy Dohrmnnn
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l)on.rld R. tpley
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lrffrcy D. Fishtr
ln.iir .r Uni\ r'r.it\
S. Michael Ciliberto
I Il \l()r,t.rn 1n\.\trrr.nl \lrrrJl].nr,!]r
Richard 8. Cold

I rSillt ln!e.tnr.nt \lrrrrlrrnr.nl
I(ich.rrd A. Graff
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D. 11vlir Cr.'iB
Rtit lr
\tichi€l Crupe
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loseph CYourko
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Jun Han
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Robert Hess
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\ll(, lirnlt\'\Ll\r!)r\
Stcven D. Knpplin
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( l.\ rlrnrl Stri(, L ni\ er'il\
(;rarme Ner{ell
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St.!.n Otl
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loseph L PrBlirri,lr.
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Arthur l. S.hwarlz, Jr.
L ,1r\,,r\rl\ L,i 5r,L1lh Il,,iLi.r

( ll ( ('nlnxJ.irl , I()rl') \\hi!rl,!r lt(\..,11'
Ko Wnng
(.rlin,rrri.r 5t.rfu Lrri\.rsil\ I ull(rl(
It.8ri.rn Webb
L IIS llnrr{rr I{..rll\ Irr\.'l()^
l.rmes Il. webb
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I au rt.nit' Srrorllt'rs, I'rt'sitlr.nt rrl Han.rrel Unirt'rsitr, sPolc alrotrt
li.rrr.tr,.1'' trrr n It,al r''talt (,\P,ln(i()n ()\'cr tl'tr'n.\t tncDtV Vc.rrs, ^t 

srrlr-
-l.rrli.rl I',rrt ,,1 llr,.unr\r,r-rl\ rrrll t,r'l,,,,rtlLl Jrr,r\- tlrl t ir.irlL.' liirr.r rn
.\l\ton ()r1 larrtl ,,rr nt.rl [rr tlrt' trnir t'rsitr. I lc unrlcrscrrrr,tl th(, tull(i.rr]t('n-
t.rl itrport.rn.r' ()l (r('Jling n Lrr'ri(lrrr..tn.L,,,t l.l.rcc rn,\rLI('r I,,III rti\.Itt,
[].rrr.trrl'' gra,.ltratr's.lr(\rl\ 1() lr'r(r\(it() i nr'\\'cilntpu\. Ilc.rlso spokt'rrt
thc inrIliL.rtiorrs t()r n \rr\t.rinr'd Ir('ri()rl {)l lrxv irrilation .rntl Irrr intt'rt':t
r,tt('\, .ur(l tlrt'spt'L'i.rl Problt'or' of ntan.tging dn r,.()n()nrv rrlrcn irrtt'rcst
rit('s.lr(.\() l()\\ tlr.rt nr()Dr,t.rrV polic| h.rs littl,: rrxrrl t() Dtan0Ll\('r.

ll tht'rt'rr'.ts J (()tt\('rl\u\ to [rt' hr..trt] .rnrong the P.lrtieipnnts.it tlro
t'ntl ol tltt'(rrr)lr'rr.n(r,, it rr.rs thal tht,cvcr-shrinking rvorld nr.rlt's otrr
ttnclt'tst.tntlitrg ()l tl'r(' l()r(('s th.rt nr.rk(,citics ris('.rntl i.rll ort'r'tltorc
inrp()rt.urt. \Vt.still h,rrt'r)rucl't t() lc.rnt .r[rotrt thc c()t)]pl(,\ int('rn(ti(nt
trt'tut,t,rr Prir'.rlt' in\'(.\tnr('nl and publie ;)olicl rllr.tt citit's c.rn tlo to rn.tk'
tlrr'rnst.lvt.s nr()r(. JllrJ(tl\'(' Jn!l n't()rc .()lIp(,titi\ (.. I't'rrplr 1n 11,,' ,"n1
('.t.lt(' in(lLr\tr'\ Irar t.a rrrrirIrt' It'ns tltrorrgh rr I-rich to Yit'rr tht'grrrrr tlt .rnr.1

Llr!linr',rl Lititr. ll tlrt,(\rrl('r'r'r're('inrProlq'11 our untit.rst.rlrrling ol tltt
iotrt'' thal inllttt tr,.t.!rrl)Jn lrrtrlr('\, tltt'n it eoultl [rr,r.lt,r.,rnt'r.l (] \u((r's\.

llti' i.'Lrt ir.r lirrt linrt..()ll.rb()r.ti()n ()l tltc.\mr'ric.lr lit'.rl Ist.rtL'
SLrtiotr, Ilrt'(irrrrt't,lor' ol lit..rl Irstatr,,.rne] tlrt Ill(S l:oLrntlatiLrn trr Prr,-
dtrcr'a jtrint issut.rrl llrr'/rrrtttitlrr//irrr/trtrrh llrr'aiirlrrr.\Iirrrrrlr'rrrr'llantl/irrr/
I 'trr/r' i..ritr. lt Lrrnrbincs.rrtiLlt,s atrout the (llo[.r.rl Citir.\ ( (nrt(,r('n((' r\ itll
rrl.ltc(l [',n[rr'r\ ()n irrk,n]Jti()n.rl r(\ll ('\t.ite invc\tnrcnt. I .rnt in,.lt'btt'rl to
nr\ (r)ll(,(rllu(', I lrrgh Kt'llr; l()r rn.rnnging tlr(, c()lk'ati()n .'ltrl .rs\r.ln h l.rg(' r )l

.trti.['s l()r Ilrt' ( rrtrnst'Irrs. Stt'pht'n IJro*n, [)irr.,r'krr rrf llc\('.lr(l] l()r tltr
Ill( 5 Iirtrnrl.rtior, art,.l I lrar t' r,r'orkt.tl together t() Jsscntblc tlrL' nrtir'['s l()r
th,.'rt'lt'rr't'tl srtti()n ()l lht'jrrurnal. Thtsr'articlrs h.rvc P,rss('(l Jlilrl'l\l's
st.rnd.rrLl [rlirrt] t1.\'i('w pl(\1,ss hrr incltrsiorr in thc i()rrnt.ll. lV(. ,i r(' p.] rl ic-
ul.rrlv trnt.lLrl tr .r ttrttulrcr ()i r('\,ic\r'r'rs krr JItFil'lr'1 rvho h.rrt lrrrnt'ti
.rror.rntl rr.r'it'rvs in.r ltrrrrd-slrort p(.ri()d ()f time. \!t'.rrr'.rlso inclL'trtt'tl to
tht'.rLrtltor' rr'lro lta!t' rt,sPontlotl in ctlrrallv sltort tinte t() ro(lu(.sts l(,r
l('\'isi()rr \( )rrr(' rrr irr( )L \()ttl(,srr[rstanti.tl.

I lrt' issrrt' ,. rrn tains lou r .r rt ielt's th.rt .r re p.rrt r)f tlte re[('rot,el paPt.1'1,1-
ti()D. r\ ll l( )U r .r(l(l r('\\ Lls[)r'( t\ ( Jl irllcnt.tt i()n.t I re.ll ('st.]t(, irrt r.,stDtt'nt. \\'itlt
tl'tr' t'r.r't'[Ttirrn (rl (;l(,rrn \]uclltr ,rrrd Ii.rntlr r\nrlcrson's arliclt', "Iltt
(,rorltlt .rrtLl l1'rlonrr.rnrr'()t lnl.nr,rt i()n.r l I\rblic Ilcrl [:statc \larlots,"
thc arlir'lrs locrrs rrrt rc.rl cst.rlc in inrliviclu.rl corrntrit''. (-ollt'r'tir t.lr; tht.r

I'r,,\r,l, rr,,\\ llr.rr.l]l- rrrl,\ rrtll,,rl.l|ll rr,.tl \ ' . I . I t r , i r . r r r , ' rn I trrr']'r, .trttl
, \r i.r.

(,1('r'lr \lrr('ll('r nn(l lian,.lr ,\rrrlt,r.orr .rsst'ss tht $rrrrltlr ()t publi. r('nl
t''tato nr.rrkt,ts.rrrrtrnrl tlrt,rrorlrl llrt'r rtotc that tho U.5. ntarkt,t i' [rr t.rr
tlrr. l.ri, -l:,'llrr.r rrr,rrk,.i. lr,rrt, rt,t t,r r(,.I(lt th(,.rzr.tlr.rl tir, it].litlrti., -

.rl in\('st()rs \ulli.it'nt litltriditr. Ihc\ c()ncludc th.tt lrtrblic rt'.rl r'stnt. nr.r
kt'1s hrr tlrt'r)r()\t fr.rrt r)li('r inve\t()rs.rttr.lctivc r(,tunrs (ut(l lot! ct,rrt'la-
tions. lIrrlr.rr,r', lrrr ^r nrrnrlrcr ()l rei\()ns citr,d in thc ]r.rp(.1, PLltrlic r(\)l
('\t.ltl' nlnrk.t\ in nr()sl .()unlri('s still h.t\'(.a [rng rrirY t() g() t().tttr,t.t sig-
nitic.rnl in\t it u l i( )rr.r I ..rfrit.rl

\ l



lii,.h.rrri I'r.'irt'r ancl Bing \\'.rng toetrs r)n n()n pr'rl()rrrir'tB )tr.tns (\l'l 1

in ( lrin.r ont'()l thc m()st inrp()rt.ilrt pr(rt)['nr\ th.]t Chin.r nlust r('s()lvt'
n5 pnrt ()t its cntrl inh) tht' \\irrlrl Ir.rtlt ()rgarrizatirrn .incl imIrrirrt'rrl
eornlrt'lition lronr rrtstcnr tr.tnlr. I't'ist'r anrl \\'.rng cr'.rltr.ttc fiftt't'tt nt.rj, 'r
issrrcs tl'rnt nrrrst [Te.rtlclress!,tl irr ortlcr to rr(lue('unccrt.rint\'.rnrl n]()ti-
\ilt(' f()r('ilin itrvt'stors t() L'ntcr tl'lr'( lrirlr'rt' Nl'l lll.lrL('t il) l()rc('. Ill('\
r'orrr'lutlc tll.lt tlre Chilrcs('h.r\1'd.nr()nslrnt('tl .r strong contmitnrcrrt .rt

tht'rr.rtional k.r't.l to rlt,.rl aggrcssivclv rvith tlrc NI'1. problcnt, [.rut it
r('nt.tilt\ t() [rt'st't'rt rvhether tort,ign int't'slors rr ill br..rtrle t() get c()ntr()l
rrl rt,.rl t'sl.rtt'asst,ts rlrricklv at tlrt'Lr'.rl lt'rt'l .rntl eonvt'rt tltrnl int() cJ\ll

.r r'1r'.r'ssil\ il China is going to rt'.tlizt'higlrt'r )'ll'l r('co\'('rl r.rtt's.rrr(1
lrrrrr,r trltinr.rtt, ltrs.cs inrm t,t.l 1,,.m..

Srrli.r [)crnriri r('p()rts tht rcsults ot .] \tlr\'.\ ()n h()\\ the lntcrrlt't r.
ctrrrontlv boirrg r.rsctl [Tr, orrncrs, brolcr', anr] inrt'rtors inrrrlrt'el irr tht'
()lli.r nlJr[.(,t in I]oston.rnti l-Lltrlort. Slrt'tirtrls thJt th('lnternot i\ still
[..'int tr'.'.1 l,nnr.rril\ krr infrrrnr.rtirrn gatlrL'ring.u]ri (li\scnlir't,lti(nr I1 is

signilie.trttlr rt'r.lttcing the tot.rl [rroct'ssitrF tirtrt'trrr Irtrst'.1ncl s.llc trnrls-
.r(1i()ns- but it h.rs vct to tre trsr,tl vt,rt' tttttr'h to,.rrttsttuttlr.lte.tctu.ll tr.ttts
ar.1iorrs.5l'tt'e,,rrclircles th.rt.r cottrtrt,,tt ,,rrlntr'Pl,rilirrttr rrill ctrh.rttct'tht'
Iranspalcnc\' ()l tr.]r'rs.lctions. bul tlr(' nrni()r P.trtici[r.lnts br()kcrs,
l.r$r't'rt, .rn11 (rPpr.ris('rr rvill rcsist tlrt' itrt [rlt'trrr'nl,rtion of such .r [rl.tt-
lornr as lorrg as thcv tccl their iltcrrnrt'is thrr'.rtt'nt'tl.

\\i'trrrst thnt nlcmbers ()i th(' ,\mr'rir'.in lit'al l--statc S()cict\; -Thc

( rrunst'lrrrs ot lic.rl Est.rte, thc llorirl lnstitutiorr ol ('h.trtert'rl Sun'cr ors,
.rrr.l llr,. ll.rIr,rrJ r(,.r1(,'tJte\,,rro'rurtilr rrrll lrrr.l tlt(, l,,rtt I:rLtc,,t iitt(,r
cst. l lrrotrgh bt,ttt r u n,.lcrst.rnri itrg ol \\ h.it is o..urrint in tiifft'rt'nt P,trts
ol tltt'urrrlti, rr1(.(.ting\ like thc (lkrb.rl ( itits (-otrlt'rt'trct hoprt'i11l11 5;1.'
r,aeh rrl trr bctt('r insitl'rt int() ()Llr ()tln snrall part rrt thr'rrorltl, ,rnc1 hrrrv
it tit\ int() lltt'l.trgt,r picttrre.

Rirhard l'ciscr
t'rrrrrlrr lrkr',,,!Jrtssar'/tttsclls

Ste.phen Brown
I ottLlott, I ttllrttLl
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How Can Cities of the World Compete
for Capital and Economic Vitality?

Atrnt],nnl of tlr.first i tL'rnnlio,t lrt,rll t,slrrlc sr/rrrl,trs iun of its kit ,

slrr,tsrrrt'r/ Ijtl I lttrinrtl Dr'sitrr .Sc/rrro/, /7rt'Crrtrrrsty'ors tt.f Rt'tl LsttlL,, rn
'l ll' llLnlal Ittstittrtir,ttt rtf ClnrtL'rd -Srrr,-r,r/rls.

Iror tlrrct'tlavs in e.rrlv Septcnrber, tlrer cantc t() c()nqucr tl.rt, rvrrrltl, or
lrcrh.r [.s nror.' .rppropri..ttclr; to hcl ]r tht' rtrrU contluer itsclf .

/\r'l int('rn.1ti(xr.rl lincuP qr1 acatlcnricians, ur[,.rn ]rl.tnners, .rntl rcal
est.rtc pr.rctiti(mers convcrgctl olr I l.rn'.rrcl Univcrsitv to rlisst'ct lht'
rurtran .rnim.rl to its corc ancl dett.rntin.,rvhure citres rriill be hc.rtlccl irr
thc [',rayc rtcr,r,ryorlc]. The rc.rl cstalc syntp()siunt, Global Cities in.rn
Iira of Clr.rnge, .rlso s()ugllt kr irlcrrtilv tht' rvorltl's premicr grorvtlr arr'.rs
.rlrri to offcr insights int() rvh.tt elerrt'nts are retluiretl kr cnsurt' .r citt,i
rtrccess .rntl ()\'erc()mc nrotrntirtt cltallengcs strch as ovc rcrorvtl iltg,
lT 
ovcrt\', antl pollution.

r\ttt'trrlt't's a.lnlc "t() fintl otrt Irorv citit's art'nroving iorrr'.rrtl," saitl
s[r.'.tk.'r Angus \lclntosh of I-ontlon's King Sttrrgo. The Counsclors rrl
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^r 
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Ileal listate ((-ltE), thc Llan arcl Dcsign Sehtxrl, .rtrr.l
the Iirr,.rl Itrstitute ol Chartt'recl Surr"evors (RICS)
sponsrrrecl tht' st'nrposiunt. Nc.rrlv tlrrt't' r'c.rrs ill
ilrc nr.rking, :ivnlp()siunt steerirlg c()llrmitt('('
(lhainlan ()urrge l.ovejor', (ll{lr, saicl tht'grottPs
strivt'cl to Prcscnt It() lcss than "tllc c()llstlnlm.rl('
svnr p()sium ()r'r intcnr.rti()rt.rl rcal ('st.rte."

"\\'t,'rt' crrtlrusi.rstic .rbotrt tlrc e,tp.rcitr;" I-oYt'jol
s.rirl in op.rt'nitrg tlrt' first oI sir pattcl cliscussitttts
th.rt focusctl rtn cvt'rvthing lronr ir.lt'ntifvittg lhat
nrJk('s.r citv glotral .11{ llorv rrrb.ln slr.tcL's.rr('
bcing rlcsigr.rerl in tht'2lst ccllturv t() tl.tc ilrilttcltte
of cross-bortlt,r cnpit.rl ()n clcvt'loPiltg tl.rtiotrs.
Imp.rcts ()f nrigr.rti()n, l.rrrllrttiotr, [r()\'('rt\' .llld
e ven pr()slrcrit\'-olt citit's \\'ere .)ls() cr..rminccl,
rvhile nr.rnv rlt'ight'tl rlh.rt fallor.rt tht \\irrlrl Tratlc
Centcr .tttlcks .rntl othcr tcrrttristtl migltt h.rvc on
tl.re clr)[,al cr[r.tnsiotr rrf citit'r.

"Tlrt' tt'rrorisrl tlrrr'.lt is .r seriotrs tltre.rt," insistt'cl
IlcPPl,r.l;p" Univcrsit\' Proit'ssor locl Krrtkilr, rvhtr
tlelivert'cl tlre cttnft'rt'nctJs kcYttott' atltlrcss .ttltl
\\'as.rlong tht'most rrrcal in crptrsing tll('strtlH-
gles i.rccrl [rt tltc nroclcrtt cit\'. ()thcrs r.lis.tgrcctl
rvith Kotkin's noti()n that tht' Scpte mbe r I lth inci-
rlcnts rlill lc.rrl conr lT .rnit's .r trtl trthtrs ttr sltt .rrvav
fronr thr ccntral citr'. Danrc ftrrlith Nl.rvhL'rv of tlrt'
l-onrlon Dt'r e kr[rnrent Agcncv e()unt('re(l th.rt
Ilurol.t'.rn citics l'tnvc coP('(l \\'itlt tcrrrrrisnt ior
r.lec.rtlcs, nrnint.rining Anrcric.uts rvill also
strcngthcn thr.'ir resolvc.

Suclr inter.rcli(m .rrrrttng sP1'1k1'15 .tntl .tttclicncc
rrenrlr('rs \\'.rs a()nrnl()n tlrrottghottl thc cott[trcttct',
cngerrtlcring spiritt'ti tlcbatc .r[rottt tlht'tllt'r th!'
urtr.rn nrorlt'l c.rn strn ivc givcn th('rl()urrtirlg Pres-
!urr's of nt()(lcrn srrcictr'. r\r-t'trln$ the nrost conii-
rlcnt th.rt it rvill enrltrrt'\\'as Ne\l'York ('itv clt""t'l-
()per I)(rnicl liosc, ( ll l--, rlho rcc.rllcrl th.rt (ities nt

thr' turn ()f tlrr' 20th ctrrturr' \\'ert (l('('n1('(l (l()oltte(l
Lrcc.rtrsc obscrvcrs [elt rv.rstt, fronr utritltt itotts hors-
cs l'orrlcl lirlit thcir Irt)tltlr. "-l-ht'l]()rs('s Jrc 8()tt(',
Irrrt Nt'rr,, York arrtl l.rrntlrrn .rrc still tlrt'rr','' Ilosc
said. ln.) Iattcr-rl,rV o\.tllrPl(], Ncrt' Ytrrk Citr"s
crime problcnr \\'.1\ .)ls() c()nsidcrcrl ttnsolr ablc, [,ttt
Iiosc rxrted gr('at stri(les h.rvc'bt't'tt mar.le in that
rcg.rrrl in r('cr'nt vcd rs.

son.rl inurlvement \\'itlt sclrools antl thc ttntlt'r-
privilcgccl c.rn ensure a citv uill renr.rin relerirrrt
.rr.rt1 lir';rblc irrkr tht'futtrrt', stressit.lg tll.rt, "it's not
thc,rnroulrt trf thc chcck, it's th('.tmottttt of tirnc"
clonatcd.

In a sinril.rr vt'itr, spc.rkcrs c.tllecl for grt'.ltcr
rcli.rnce on sustainatrlc rlt'sign ancl r.rtitttr.rl ur[',an
prl.rrrrring in the clcvcloPtl'tcnt .rnr.l ()p('r.lti()ll ()f

citics to protcct r'lrtinrlliltg n.ttural rcsourc('s.
Inrieetl, ont' of the grc.rtcst tlrrt'.rts f.reing citics
worlclrviclc, .rccortliIrg t() s()ult'.lt tht confcre'ncc, is

the Iack oi w'.ttcr, .rm()n!l the n1()st critical of all
Ittrrrt.tn nt't'.1r. \\',rlt,r i..t rr'rt .t'riour l\\tl('t'\t'r\ -

rvlrt'rt'," saiel spcrkL'r Ilrctt NlcCarthy of UIIS
W.rrlrrlrg. Alrlost as mtrch.rs oil, rr'.rtcr is.rntortg
tht' Ilost \nlu.rblc rcs()trrecs in tl.rc N'litlcllc l:ast,
Sorrtlr Bank University profcssor Ali I'.rrsa .rtir'letl,
so r,t,r,rch so th.rt it h.rs crtirtt'tl c(mst.ltlt c(nlllict.
Nlc('arthv s.ritl Private in\'('stntctlt m.lY s()()n clltcr
tht'rvatcr ulilitY busincss in an t'ffort to capitillizc
on tht'rrt'r'tl ior lretter s\'str'nls.

To rro grc.rt strrprisc, thc issttc of c.rPital inflttcllce
on glol.ral e\p.rnsi()r't u'.ts.t ntajtrr topic thr()ugll()ut
tlrc confercrtcc, rvith a host ttf t'r1'rc115 olr h.rntl ttr
hclp tleclplrr'1 nhich nrarkets .lrc g.rrtrcrinE thc
grc.rt('st ir'rtr'rcst atrrl n'h,rt clonlcnts .lr(' rcqtlircd
to nr.rke .r aitv p()lrul.1r .rrrttng investors. Alot.tg
rvith rt.rl r'\t.lte u \('rs, sttch .rs I't'[rsiCo, .1ud ic!]ce
ntcnr[rers hr'.rrd trom ir]\'cstntcnt balrkers, rcal
estatt. rlclt'lrtpcrs, .tntl econrlntists rl'ho tlf fcrctl
tht'ir irrsights on thc citic\ thcl firrcl most.rppc,1l-
ing arrcl the [.rctors irrflttt'treing eapital tlccisiotls

Pcpsi(-o, [or cr.rnrple, h.rs nt.ttle strLrst.lllti.ll
inro.rr.ls into lshntrul, .rtrcl conrp.rnt' official Kcn
C)'(;.r.r olterccl r(\)s()ns f()r ent('ring tll.rt n'l.lrket
and tlrc steps tlk('n t() ('t'lsurc it rvas .r sccurc .rncl

fruitiul initi.rti\'('. Iltrt rt'hilc I)cPSiCo \\,.rs ryillirrg to
put its anpitnl thtrc, rt'al cst.rtc clcvckrlrer Ilincs
lntercsts ol ll'xas optctl against r.ltting so.rfter t.lk-
irrg a long l(x)k, r('prcs('ltt.ttivt' I.cc Tinlmins tolcl
thc autlienet.

"For me, tlr('\' .rrc .lt th(' \\'r()tlll cntl trf thc rc.rl

cstalt,clock, .rnd il d()eslt't makc stnse for us to bc

thcrt' totl.rr'," s.tid Iimnrins, e\plnining his firrll's
calrital tr'[.ric.r]lv h,rs .rtr cight-r'car inVeiitnl('rrt
horizon, rvlrcrc.ts I'cpsi('o as i [lser lr.rs a longer
vicu of thc markct. Otlt('rs, sttcll .1s rc.ll cst.lte
.rtlvisor trVill Nlclntoslr, s.rid it hns bccn difficult ttr
get invcst()rs contiortalrlc rvith thc notirtn of lrttt-

Ilosc.rlso dclivcrcrl the messagr'tlrat inh.rbitants oi
.r cilv nrust.rct loc.rlIv to Lt't'P prtrblcms front ovt'r-
rvhclrrirrg .r nrctr()p()lis. llc antl otht'rs, such as

sfrc.rkt'r Bou't'tt "Rtrzz" \1cCot', saicl .r lt'r't'l of Ptr-
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Iittg th(,ir clpit.rI ()v(,rscils, ('spe( inIlv irr tlt'r,elop-
irtg cotrrrtrit's.

"It's.t rt,.tl tlilt'rInra as re.rI t'st,rtt nt()ncv r)lLlrl.tllers
.lrc trving t() ilrVcst intorn.rlion.tllr'," s.rir.l \lclntrrrh
,rl Al(, ( il,rtr,rl. ( onslrr,.rliri'in\(,\t,,r\ "l,r,k.rt vou
like vott'r'c got thrct' ht'.rrlr."

Antttht'r .rsl-rt,r't oi tlrt' con lererrct, rrits tltt' role tlta I

krrcigrr go\'e nrlnenls r..rn plar l() t,ncotr r.rgr. lrrir..t tt.
invcstrrr('nt. I'trlitical trphc.t,,al, corrrrption, .rncl,rn
ru-tevt,n lcg.rl s\'stt'nt.lre nnt()ng lltc lt'arling re.r-
\(urs ecrlain citit's iail t() p.tss ntustr'r, nt.trrv of lht'
\Ir(!rk('r\ r(P rl(\1. I lirrt's r|ti.ntlr ()[rt(.(l,tg.lin\t
[,uvint .rn olt ict. brr i lr.l ing in l]ontlrar', I ntl i,r, la rgclv
bec.rus(' telt.ltt's ri glrts .r rr' r'spcci.l I lv sl rong .rrrcl
lcgal recotrrst urs rlt'cntt'tl torr riskt; I'intnrins
s.rirl. lrr \loserru .trrcl Iltrir, rtrc.rrts.hilc, \tring('nt
l.tnrl trst'l.rrls h.rvc .tlso [.rt't'l'r tliffitLrlt ior llines to
gct c()llf()rt.rblc rlith, hc saitl.

lrrvcstrrr Jerertrv Nervsunt prais('(l p()litici,lns in
LivcrPrlrl, Iingl.rrrtl, ior .rtlo]rtint a Pro-[r11 i111' 5

st.rne(, th.rt provir.lt.,r thc struggling citv its [r('st
()pporlunit\' \'ct t() emerg(' froln tl'tt' tn.tl.tist,
ctrvt'lo1.ring it since \\irrltl \\',rr II. "lt is.r[rsolrrtt'll
(riti('.rl lirr .r'r\' (ilv tll.lt tltcrr. lrt.a grrrrLl lrr.irrrr ,rt
[',usin,-'ss .rn(l p()litir\," s.]id Nc\lsunt, .l 11()ti()n 5r,e-
ontlctl [rt' no lcss tlt.rrr (,ovcrnor Erlrr..rrcl (].
llt'ntlr.lI of I)t.nnsvlrtnia, r.r,ho outIinctl his cfiorts
Itr ovt'rh.rul l'hilatlclplri.t .ls t.t1;l\,()r ()f tlt.lt \tnlg-
gling nrctr()p()lis in tlrc ltlg()s. Ilt'rrcloll saitl thal
strict.rtt('nti()l'l to btrsirrcss inlercsts t'rra[rlt'rl hint to
Ittrc c.t[.rit.r] b.rck kr tht, ntitl-r\tl.rntic ntctr()p()li\.

llt'ntlt'll rr,.rs .ull()nll se\'('r.tl rctt,ran citv of[ici.tls
.rtttl 1,l.tntr,. r' rr lro .rrlrlt'tl t tlr(' lrr.tt ,,f r,iI,r'rti*t. .rt
Ihc confcrenct'. Mavhc*, Provirlrrl .tn orrtline ol
I.rtnrlrrrt governntent.rl cffrrrts to .rtltlrcss .r -13",,

ehikl Po1'g111' r.rtc.rrrrl rnorrntinll citv ltc.llth pr()b-
lenrs, rlhilc S.rn l)it'go pl.rnnt.r I't'ter I. tl.rll
r.lcscribt'rl horl th.tt (.tliforrria citv h.ts t,trg.rgcrl tor
Irtrrre th.rn.r (pl.lrt('r-eenturv in a b.tttle to bring
b.rck.r eonrnrunitv elr.'cim.rtt,tl [.,r''ut,ur[,.tn Iight in
I ht' I 

(17( )s. Tht' itr i tia tivc h.rs v iclcletl (l sc\.('t)-t()-()n('
ratio in privatt' invr'stlt't('l't I vt,rsus [ru[rl ie [i n.rncia I

input, I l.r Il s.ri(1.

'Ihe crrrlcrcnet, .rlso r('lieti ()n pri\'.)t(' sret()r input
as l'cll, rvith Prnctiti()ncrs orr Ir.rntl rllto h.rr, c tr.rr.-
r'lccl tlrc u,orlrl ovt'r to tlet,t,lo[r, .rccltrire, or finanet.
(,tllrll'lr,r('tJl r('.)l (,.l.tt(. [1ri)ir\t\ r'l (,\(,r\ \rrrll|
inr.rgin.rtrlc. I -onrlon irtvcstntt'nt b.1nkr'r I'.rLrl Rivlin
rrf Derrtsclrc llank rlt'livt'rt'rl nn in-dcPth I(x)k.rt

l.torv thc [irrrol.rt'.trr rn.rrkr.l is resPonjillg to gkr[.ral
i ntt'rr'st, rlhi lt' \\'.r rlru rS's \lcCa rt hv tlt,ta i lctl rl lrr.
irrslilulir)r'r.rl (irI)il.rl i\ r lr.rn6,ing ti'l(, Irrrnrul.r ti;r
re.rl ('st.rtr investntent in all conters ol the c.rrtlr.
r\ustralia, ltr' s.rirl, is bcconting ,l Ic.tding int('nl.1-
tion.rI fin.rrrcier, a\ .lr(' pcn\i()r't Itrncls in (icrntalrr,,
tht' \ctlrcrl.rntls, .urrl thr' Unitt'cl Sl.rtes.

Attslraliarr r('.rl cst,rtc investntcltt funrls rrorv eonr-
pris(, Iull\ 7",, of tht'c()unlr\"s crltritt. nt.rrkct, corn-
p.lr(,(l to 1",, i()r nr()st c()untries, N,lcCartlty s.rirl. ()f
llrt' i ',,. 11",. i: irrr t.rtuti in L .5. rr..rl r.'rt.rtt,.
Austr.rli.rns har t, rit,r'e Irpt,el .1 5uddcn (lppL,titc f()r
reill t'sl.'rte ()pp()rtU t't ities in North Antcrica,.rs rt'it-
nes't'd [-rr' ()r'](' such [Lrntl's crrrrr'nt e()nttlritmL't]t t()
bLtv a rlownlorvrr olfice truiltling in Lirston for 5i-100

pcr s(lu.rrc lirrt. ln ltis pr(,\(.nt.tti()r'l (xt "'l'hc C;l()b.ll
CitY Ii)d.r\'," \1c('arthv pr(,(lictc(l institrrtion.rl c.rp-
it.tl rloulcl lTt.conrc .t printc drivcr of investntt'rtt in
LII'I(l('\ ('L )l1r'rl (l ru nlri(.. in tlrl, ti 

' 
rrr irrH \ ( .t r\. Ilrirrr.t -

rilv trr g.rrncr Itighr.r vit,lrls. ('ountrit's such .rs
Cernr.rnv .rncl tl.re Netherl,rntls lrt' .rlrrtrl l, ant.tss-
irrg ttrnrl. 1,, \('.rr(lr llrl gl,,[r(, t,,r ,,pp,,ittrrriti,,..
NIc( .rrthv s.r itl.

lrrvt.stnre'nt str.ttcgics ()i nll stripe\ \\.er(. prL'st:t'tt(,d
hr tltt' aurl it'ncc, rl i tlt Lelt nt.rr.r Brr rthers ilrvcstntt,nt
b.rnler (lc()rgc \trn I.ipharl bullislt on lruving rron-
peri()rnting lo.rn l.rrrrls.rs.rn effieit,nt \\'.lv t() irrlt.tp
into.t foreign ntarkct antl gct rrP t():ipe('rl ()n thc
drc.1 cnc()I)l P.lssirrg thc lo.rns. Soros princiP.ll
Iiiclrarrl Ceorgi r('p()rte(l s.rlt,/lcasct.r.rck ()pportuni-
ties rl,rv lrt' on tltt' risc in l.-rrroPt, .ls c()rp1)r.lti()t'ts
soel to r.rist' tluicl c.rsh. ()rre orerrirling mess.tg('
.rnrorrg the invcst()rs.rnri arlvisors w,as tltc invaltr-
ahlt, ncctl to iincl .r c()n1p('tent, lnrstrvortltv krc.rl
p.rrtlrcr in .ln unt.tpp('cl iI.lrket.

"Yrrrr l't.tr r to rclt' ort loc.rl Pgrrgrll, ()n tlt(' gr()Llnd
th.rt you ha"'t' soll(' s()rt of culttrral .tffinitv n ith,"
s.ritl ('lr.rrlcs \\'urtzt'bach, .rn inveslor r,r,ho spokt'.rt
thc ( rrtss Ilrrtlcr (apital Flo\\'s pr('\cnt.tti()l't.
Dt'r'lin s.ritl tlrat t'r,t.n tltnt nrritngement migltt bt'
in.rtlr..r1u.rtc, .rcivising fort'iglr invcstors to "kcep
\'()u r n't()nr'\'in trrtrr lrttckt't."

"l clon't bclit'r,c in thc glrtral rc.ll (.st.itc intlustrr;"
Dt'r lrtt s,tiLl. "\trrt r.tnltol rult .t \u(1i,\\lul r(..r1

t:st.rtr.lrusin('ss front \t'rr' \irrk" focusing ()n it]t('r-
n.rti( )n.r l nr.r rLcts.

lronicallr', Iirrsr' s.ritl ()n(. ()[ tl]r' problcnls citi(,\
oftcn cncotrntcr is .r mvo[rir'otrtlrxrk tlr.rt prevct]ts
Ioc.tls fronr investing. \\'lrt'n I'ris Ncrr. \irrk firrr
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,rtt('nrfrte(l to tlcvclo[.r One Fin.rrreial ('('rrt('r in
Iloston itr thc e.rrh l970s, Rose sairl ht'eottltl firtrl
no []trston tranlers rlilling to fin.rncc the (lc.ll, l()rc-
ing Irinr trr lrlrn t() \('\\ \irrk lcrreit'rr t() b.r(l tht'
projt,ct.

"ll's i.\cin.riing to re.rlizr'that tlrc builrlirrg brxrnr irr

Ilostolt tr'.ts tlotre n'ith ()utsidr' t.rl(,nt .rnrl ottlsitle
(npit.l," s.li(l llosc. Tl.t.rt observatiolt rlas slrart'tl bv
I lugh Kcllr; ('ll[:, rll.ro saicl "rvc tctrcl to gt'I clrrse [o
()ul ()wn nr.rrktts."

"l\ lrt'n rvt' gt't vcrv cl()sc, u'c tcntl to sec .r lrt rrl thc
l.rrts," Kellv s.ritl. "\!e see .rll thc rt'.rsons rroi lo rlo
things antl tvt'rlon't scc tlte rc.tsolt. t().latunIl\'\t('[r
iltto.rr'tiorr."

r\s for arst'ssirrg \p('cific citit'\ tltrrrr.tghotrt tht'
n'orlrl, lttclt,r. irrcltrtlccl thc univcrsal lrrc.rtions
that inrnrt.tli.rtelr' a()rne t() nrirrtl, 'trrlr ,ts I',tris,
lirkvo, antl l-onclotr. Such nrt'ce.rs rvt'rt' lalrelt'rl
"\up('r-gl()b.rls" bt Ncrl'sttm, [.ut s[,c.rkers also
oilt'rctl surprisingh' solicl pr.rise of 'tre l.t t itit,. as

Moscorr', Atht,rrs, anrl Berlin, rlhilt' ( it'orgi sairl
Soros is t'r,t'rr lrullish on fisc.rlly trorr[,let] lJr.rzilanrl
jtrst closcr.l a r.lc.r I in xrl.ttile Bucrros Airr.'', l'lriclr
Soros lracl .rbarrrlonccl in l999.

llincs Intcrcsts lt.ts clor.tc srvcl.tl pr()j('cts in
\loscou', althotrgh Timmir.tr saitl .r It'.rrling rt'.rsrrt
irrr tlrr.' inrl,rovr:n]cnt in th.rt llussi.rn citv is .r l ill-
irrgrrcss .rnr0rr11 tlomestic Pl.rYcrs t() i11\c\t iIt tl't('ir
()\\'n c()unlr\'. Bolsteretl bv that rt'li ((n'rii(l('r'rc(',

Iiussia has [.regtrn t().lttr.rct m].rlti-r'r.rti()n.rl c()rp()ri-
tions, a Lt'r, f.rctor irr rlht'rt' llirres rrPls t() put it\
c,lpil.l l.

Ilerlin garnt'rt'tl p.rrticul.lr intt'rt'st, rlith bollt
I)t'r'lin antl S()r()s [rrcdicting tlre citv ltas .r 'rrlirl
ch.rncc of cnrcrging from its cLrrr('lrt \t.rl(' oI clr.trrs,

t hieh incltrclcs irrsolvcnt b.rnks, [alling rt'rtts .tntl .r

l.rrgt. .rnrtrtrnt of r'.rc.rnt office r1',,1,--1' turrlcr ,.trlt
structi()n. "lt's .rt tlrc bottonl righl rrorr," .rcLnt,rr l-
ctlgcrl [)r'r'lin, lrut "it I h.rd to lrick a crtr lirr.r rtrr'tli-
unr-ternr pr()\p('ct, I think Bcrlin is a grt'.rt placr' trr
go antl rlill [rt'.r f.rrrt.rstic iin.rnci.rl ccntcr rlhr.n it is
r'ltvclopc{."

I'lacirrg 13r'rlirr at thc top ot I.ris list, (ieorgi also
[rrrckctl otlrer spc.]kers bv voicing supp()rl f()r
'lirkvo. "lt is thc ccnter of even'thirrg in l,tp.trt," Irc
s.ritl, rr,hile nckno\\'lcdging th.rt tlrr' citr"s oliice
nr.rrk('t is irr trou[rlc .]t present, rlith 70 nrillion
srltrart'iect ctrrrentlt'coming on line. Athens nracle

scver.rl lists, p.rrtlv bec.u.rs(. it rcccntlv joirrecl tht.
monoLir\ uni()r'r .rnrl [rt'e.rtrst' irrtcrest r.rtcs h.rvc
settlctl tlrrrvtt.rllcr sr'r't'r.rl vt'.rrs in thc mid-2()",,
r.1n8c.

Ovcr.rll, tht' "(ilob.rl ( itics in .rn Er.r of CIr.rngc"
svmp()\iunr itrt'lt',.1 tlrt' sort rti cliscttssiotr Tht'
Corrnsclors ot I('.r l l:st.rte, thc [Jarvarcl Design
School, .rrrtl l-lrc Iior'.rl Instituti(nr of Ch.rrtt'rt'ci
Survtvors (lll('S) soLrght rlhcn thet, bcgan 1,1.111-

ning tlrc progr'.rnr ncarlt'thrce \'('ars ago. L()vej()v
praisccl [ornrcr ('lll] I'rt'siclerrt lon.rthan A. Avt'rt'
lncl CIlli r'rL'cutivt' r'iet, presidcnt Man'
Flcisclrnr.rnn for helping to irriti.rtc thc pr1rg1.1111,

l'hich rr'.rs l.rtrneht'rl aitt,r tlrc tlrrcc tr.rvclctl kr
Iingl.rntl in lt)()t) l1r 111,1,1 u'ith ItlCS.

"\\'c rvcrc \ceking t() br'tte r scrvc ()Llr nteml',crs.rnr.l
.rtltl glo[..r] c.r paci tv t hrou$h al I ianct' tlith cLrnrpat
ible organiz.rtiorr.," I.olt'irtt s.ritl, atltiitrg hc
lrelicvr-'s th.rt nrission h.rs lreen .rccomplishct] u'itlr
the (llot,rl ('itie. p1og1,1111. Tht' .rclclition of
Harvartl [)esign Sthool lrolstcrcr.l thc union, saicl

Lovcjor', rvith its cr.luc.rtion.rl nnd rcsearch c.rp.lbil-
ities.
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THE GLOBAL CITY TODAY
Panelists:
Frank Duffy, DRGW
Mark Steinitz, U85 warburg
Dr. Ali Parsa, Southbank University

Moderator/Coordinator:
Angus Mclntosh, King Sturge

Bi! crrt lrrrr.rllirrr rs, ittsliItrIiottnI crt:ltitrtl,
:lrntc'qlt rtllrrrrrct'r, rtnd rtlility alfu'r1 ,s llla
kr:v itrtltrltcts itt lt)tlttv'\ (lirtltrll Clfit's

Citics .rrc .r lnanr' .l,lcnclorcd thing, offerin6.rn
intern.rtion.rl rarit,tv as l'itlt'sprrircl .rs tlrr' pc()pl('
rlho occtrpt tht'nr, lrtrt t() rc()nomist /\ngus
N{clrrtosh, ()ne (listinct clenrrnt is begir.tning to
inure itsclf in lht' [.rbric of rrrlr.rn centers ('\'('rv

"lf yotr go sorrrt'rvhere likc Shanghai, vou rvill
fintl St.rrt',ucks arrtl Kerrtuckv Friccl Chickcn orr
ntost c()rnt'rs," tlrt' Itr'.trl rti rtsc.rrch for [,onclrttr-
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[.rased King Sturgc s.rirl during.r prr'scl]t.rti()n.rt
tht.(llo[r.rl ('itics in.tn Er.1 of Clrangt' svnrl'o-
ritrnr. " l hc tlcsign ol brrilclings in citit's is [rt'irrg
clict.rtt'ti lo u\ bv s()mc of thcse nr.rjor global cor-
p()r.r t i()r'1s. "

In tht' pant'l prcsent.lti()r1, "The (ilob.rl Citv
'lirrl.rt;" Mclrrtosh joincd otlrr:r ccoltorttists .tntl
r('.rl ('st.rte pr()icssi()n.rls t() ()utline tlrt. f.rctors
i rrf lucrrcin g nrt'tr()polit.1n .r re.rs .rntl t ht' rvavs tl i l-
fcrent citics.rrc rcsponding hr tl.rr.' ehallt'rrgt's.
At.t'tort6 tltose sp'rr:aking h.erc Brctt Mc('.rrthv 0f
UllS W.rrburg, nrclritect Frar.rk [)uffv oi I)l:(]W
Nortlr Anreric.r, .rntl Dr. Ali llrrs.r ot South ll.rrrk
U Ir ivt,rsitr'.

'l-lre 
Panclists voiccrl concems th.rt nrultinationals

.rrt, ovcr-irtflucltcing cultures lrrrlrlllitlt.. "Ihcsc
global corl-rrrrations h.-tve trrntt,nclotr* inr P.rcl,nl
p()litics .rnd p()litici.rns oi cvcn' sharlt', oi t,r'r'rv
color," s.ricl l\"lclnkrsh. In the c.rst, ol Nlel)onaltl's
cntcrinE c.rstcnr liuropc, hg rcnr.rrketl that, "tht'
('oltl trVar of tanks is being t.rkrn over lrv tlrt'hrt
rv.r r of h.rnrhtrrgcrs."

llorv that situ.rtion lvill plav orrt is unclc.rr, but
Mclntosh s.ritl tht.rc is littlc doubt glot.ralization is
m.lkinB its nr.rrk on cities in othcr rr,.rvs as rvt'll. ln
onc rcct'r.rt stucir; it $,.rs revc.rlcd th.rt lc.rsing ()t
offict' s[.'.rcc in glob.rl Eurofre.rn citics strch .rs

I-ontlon, I'.rris, .rntl even Fr.rrrkftrrt i5 b(\)n)ilrg,
reccntlv re.rclrirrg .r four-r'c.rr high cicspitc .rn
ovt,r.rll ccoltontic tlo$'nturn in othcr p.rrts ot thc
c()ntill('nt. " fht'rc is something going on thcre in
tcrnrs ()i citv consolidations .rnrl citit's clonrinating
rt'giolrs," Mclntoslr saitl. "lt's quitc Pre!,Jlcnt."

IJcyonrl corpor.r tc f inancc, dcvclopcrl lr.rtions .r rc
scr.ttling instittrtional capit.rl into thircl-rvorltl
cc()r1()m ies, s.rirl W.rrburg's McCa rthr,, .r rr,.r I est.r te
.ut.rlt'st rtho tracks global c.ipit.1I fI()\\'. Accorrling
to McC.rrthr; c()untries rlith aging Ir()pulnti()ns
.1rc invcsting rctircmcnt firncls into tlt,r'r.'loping
n.rli()r'ts l() firr.rncc infr.rstructuru ilnpr()\cnrcnts.
IisPl'q'i.1ll1 in li$ht of flagging r(luitv nrnrkets,

lrcrrsirrrr iunc]s, .rnr'l other s()rJrccs ()f irrstitrrtion.rI
e.rpit.rl .rrc Irrrking for higher-r'icltling irrr,'cst-
mcnts, .utti N{cC.rrthv saitl Thirrl llorlrl irrvcst-
nrclrt offt'rs that rrppr1rp1q1i11,.

"Cl('arlv th(' cn[rit.rl is florving into infr.rstructtrrc,
anrl this w,ill h.rvc an impact going forwartl," lrc
soirl. " l hc svnergics arc thcre ancl the rrr.rlclring (of
c.rpit.ll t() pr()jccts) is happcning."

Trvo Austr.rli.rrr trrrrtls h.rvc rcctntlv been formcd
t,, in\crt irr trrll r('.rrls. l,,r t'1.1n11.11., inr-lrrr.lirrg orrt.
that ()\\'r.ls suclr tlrorotrghfares in thc Unitctl
Kingtionr, Can.rtl.r, Sp.rirr, .rnri Ibrtu gal. Anothcr is
gearing u p'r t() ir'r\'('st in airprrrts. Chir.ra is lob[rving
pri\'.rtc c.rpit.rl t() [ruilrl 7,0(](l kil()metcrs of r.rilrr'.rv
.rnt1 is norv rvillirrg to lrrrrlitlc lcg.rl protccti(n]s t()
.rttr.rct bir.ltlrrs for tlrt' 5-10 [rillion unrlcrt.rkirrg.
Such .rssur.rnccs rvill ['rc critic.rl if c()untrics \\,.rnt t()
be succcsstul, McC'.rrthv atlr'lt'cl. "lt's .t tw()-u,'.tv
rtrt,t,t," Itt, saicl. "\rrtr lrarr, to Irrrrvirlt' lh.' e,,n.li-
ti()ns t() m.rke i t .rttrncti \,(' t() ir'r vcst()rs."

Suc}r h,rs [.rr'err tlrt,challcngc in thc Unitccl r\r.rb
Emir.rte s, the ft'rlcration of sct e n cmpires in tltt,
Nliclrilc []ast th.rt is.r nr.rj()r pl.rvcr in \\'orld\\'idc
oil protluction. I'.rrsa rlt't.rilerl .r sttrtlv on hou' tlrt'
UAE has rlorkt'cl lo trccontc .t global cconomv
simil.rr to tlr.rt sct,r'r irr Sirrg.rPorc. Pars.t rrotcrl th.tt
both rr't'rt' forrrrt'r Ilritish colonits th.rt orrlv
rt'rt'nllt 6.trrrt.l tlttir irrtlr,l,t,ntlr'n((., but r.lr.i
Sing.rp.rolg h.rs takcn grt'.rter striclcs to incorp()rntc
itsclf in thc glo[.r.rl econonrr', offcring outsitlcrs
clear lcgal .rltrl regulatorv pr()tcctions antl cr.tsur-
ing that its citiz('ns .rre .r r'r'.rre of tlte cor-lntrv's
goals to be .r tlomin.tltt rcgion.rl por,r,erhouse.

In the UAI'. cilv of I)ub.ri, otficials h.rve conrt'a
Ir)nE \\il\' itr a rlrorl lirrrc lo t't'r.rrnrt'.ln inl('n].lli(,r'l-
al trading ccnter, I),rrs.r s.ritl. i\itcr not cvrn b('irrg
recognizcrl l0 r'c.rrs .rgrr as .r rrgional tr.lnsp()rt.t-
tion hub, Dtrl.rai tociav is linkcrl br'78 airlines kr lf5
()thcr citics, .rrrtl Ir.ts l2 nrillion 1.r.rs:igngcrs tr.rvcl-
ing throtrglr thc cit\"s nirp()rt .1nnu.1lh. On the
rlolrn side, I'.trs.r sairl tht'rt'.rrc strict feclor,rl larvs,
a lack of lcg.rl prt'ct'rlcrrcc.rntl .r time-consunring
approval lrroccss lhrouglrout thr UAE. [f thc coun-
try is to beconrt' a trtrlv glohal region, Parsa saitl
sr-lch citios as Abu I)hatri, l)ubai ancl Sharjah nrtrst
bc m()rc .l(l.rPt.rble to outsitlcrs, increase their lrusi-
ness focrrs .rnrl lre rvilling to rr ork morc close lt'
t()tethrr. "ljrrr tlrt, U,\Ir.r*,r rr lrolt., thr.re is.r .tr,,nt
neecl for intt'r-enriratc .rnti regional svncrgics,"
[)arsa s.ritl.

Thc P.rnc) closctl otrt rlith.r spccch bt'Duffv on
rvhat nr.rkcs for arr intclligent citr',.r topic rvlrich
hc.rclmittcrl is tliiiictrlt t() pin clo\\'n. Duffv notctl
that in thc nrotlcrn .rgt,, tor eraml.rle, a city ner'(ls
tht' ph1,51c.11 irtfr.tslructure such .rs fibcr optics
.rnd b.rnrlrvirlth to c()nrpt'tt' irr tho tc,chnologic.rl
world and to.rltr.rct.rn t,tlucatcd rvorkforce. ln
that rr:gartl, he saitl, ".rn irrtclligcnt citv is ()ne
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tlrat l.ras thc abilitv kr m.rke changcs over tinrc,"
strch .rs .rcconr nrotl.rtinE ncrv gron th cngincs.

Bcvoncl th.rt rlcnrcrrt, hou'cvcr, I)uffv s.rid a citv
neecls a spiritu.rl x,illingness to ch.rnge, rvith its
inhabit.rnts c.rgt'r lo take on nt'n itkts nncl culturt's
that uill bro.rrlcn thcir horizrrns cven frrrther.
"Di,, ersitr; rvc l.relieve, incrc.rscs the agilitv of citit's
ar.rtl l.rroviclcs thc [',.rsis of flt'ribilitv in thc c(nrt('\t
of r.rpicl ch.rngc," hc sairl.

IHURSDAY SEPTEMBER 5, 2OO2

STRATEGIES FOR MANAGING URBAN
GROWTH AND REVITALIZATION

Panelists:
Dame Judith Mayhew,
Corporation of the City of London
Gov Edward Rendell of Pennsylvania. former Mayor.
Philadelphia
Peter Hall, 5an Diego Center City Redevelopment

Commission/Moderator:
Nicolas Retsinas, Joint Center for Housing Studies,
Harvard

Commentator:
Bowen "Buzz" Mccoy, CRE, Buzz Mccoy Associates

Coordinator:
Richard Peiser, Harvard Design School

Llrbrttt Rti'itrrli:,nlirlr Cirnilt'rtr's ,llrrlrrr Cifi's
C n7t i ttl Att I Crrrrli'rrllrtrrr RL\ltt i rcl

(irvernor Eclrvarti C. Ile'ntlcll strt'ssccl the impor-
t.r'lcc ()f inir.rstnrcture at tl.tc (llotr.rl ('itit,s in arr Iira
o[ Cl.rangc svnrposium. L.rutlcr] as 'Amcrica's
\1.rvor" for rcvitalizinli Philatlelphia in tho 199()s,

Iler.rrlcll r'r.[rl.rirrctl thc citv hatl to right itrclf
th rough inf rastructu rr' inlpr()\'('r'r'r('lrts .ln(l ()ther

ch.rngL's bof()re the privatc scctor rrrrukl return.

"'l'he frcc nrarkt't is n()t .ln\i()us to put c.rliit.rl in
n1()st Amcric.ur citics until it fccls tlrcv h.rve turncri
thc corner," Ilcndcll s.rirl. "\\'r'nt,erl t() crc.rto.r nur-
ttrring enr ironnrt'nt antl a goorl plrl'5ic.1l cnvir()n-
nrcnt (for conr pan ies). "

(lovernor I{enclt'll sfrokc .rt tht' "Str.rtcgics [or
M.rrr.rging Urban Grou th .rn,.l Ilcvit.rliz.rtion"
p.lnel. Th!' |rnncl \\'.rs mrtcler.rtctl b| Nicol.rs
Ilctsinas, .rssist.rnt U.S. hotrsirrg secrot.rrv undcr
I'rcsiclent Clirrton, .rntl also incl urlt'rl L)amc Irrrl ith

\'l.rvlrcrv of tlrc Corl.ror.rtion of the Citv rrf Lorttlon
ancl S.rn I)iego }rlanner I'ct('r Hnll.

During llt'ntlcll'.s tt'nur(' fronr 1992 through 1999,

Philade lphia increasccl c()nvcntion spnc(' nnd
ol.rcnctl rrcrv hotels to trolstt'r tourisnt, r'hilc .rlso
helpir.rg tratlitional [.rtrsint'sses. ln onc inst.rncc, .r

clothing nrarrui.rctLlrcr \\irntcd to builrl .r nc$'
plant, but roquircd .r clt'.rnupr of thc 1.r.111'('l in
adrtnce. Ilendell's .rcl ministration cnsu retl it rv.rs

acconr pIisht'cl.

Eclrr.rlll inrl,ort.rnt to phvsical upgracle's is prrrvirl-
ing.r st.rtrlc rcvrlrue clinr.rt(', Ilcnrlell .rcLl,-'tl, nrairr-
taining I'hilatlclprhi.r l()st 25(),()()() jobs in tlrt' r'c.rrs
prior to his election }rnrtly bt'c.ruse ot l9 t.rx
incre .rses rrve r .rn I I -vc.rr pcrirxl. WI.rile acknorvl-
c'clgirrg sorrrc political slrrapnel in backing btrsiness
ta\ .rb,rt(,nrcnts .rncl foctrsirrg on thc fin.rrci.rl ccn-
ter, I.lcr.rricll insistc'cl suclr .rttcntion is critical.

"Yorr c.rn't sltt .-t,trirv fronr tht' tlonntttrvn," Irc
s..ticl, atltling thc citv is Irorv cnrbarking LrP()r'l iIl
extcnsive ncighborhtxrcl inr prrovemcn t irritiative
fuelrtl bv a hc.rltl.rv budget. Bv the tinre ht'lctt
officc, I'hiladclphia h.ld c()nvcrtecl a $25() nrillion
\lr()rtt.lll irrt(, r.'ight *trarglrt \t'.tr.' ,rI rt'ti'ttttt' *ttr-
plus.

Rentiell frraisccl currcrrt efiorts to fostcr liit'sci-
ences rcstirrch, ancl citcti a migration anrong
cmptv llr'stcrs .rnrl tl.tc voung back into tlol'n-
ton n I'hil.rrle ll.rhia, rlitlr commcrci.rl builtiings
l.rc.ing rcnor'.ttctl for rtsirlt'nti.rl use. "On('()[ tht'
grr.rt rolt's going forn'.rrtl is to be a Pl.rce \\'lrere
u,e c.rrr nrirrglc rr.ith c.rclr othcr," Renclcll saitl of
improving eities.

Jutl ith \'lavhcrv cliscusscrl lhc .rmbitious I -oncion
['l.rn. (-onccrrter'l r)t L,r incrc.rsing povtrt\' .u](l
str.rins (nr housing, sch(x)ls .rn(l prublic tr.lrlsp()rta-
tion, tlrc nr.r\'()r of thc Unitt'rl Kingdom epiccnter
recerrtly issuctl a fonva rrl -th ir.tking rlocumer.tt
knorvn as tlrc Lonclon I'l.rrr. Il.rr' initiativc c.rlls on
thc rr'st()r.rti()n of brou'nficltls sites, upgr.tclcs to
scuer lntl \\'.rtcr systcrns ancl incrcasctl transit
()pti(n'rs t() .'rccommod.rtc 700,000 peoplt e\pcctcrl
to p()ur int() thL'citv ot 7.-l nrillion clurir.tg tlrc r.tcrt
l3 r'c.rrs.

"lt is, sinrplv l-onclon's rr'.rv of managing urb.rn
grolth .rntl revitaliz.rtion," lVl.rt'hc'u s.rirl oi thc
Lonciorr ['l.rrr. Bv current estin].rtes, Lor.ttlon n'ill
neecl .trtotltcr 25.000 honrt's .rrrtl 130 schtxrls in tlrc
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Irc\t dcc.rd(,. I:lt'ctric.rl ncturrrl. rvill .rlso hart'trr
[-rc nrotlcrnizt.tl t() \upport Lorr,.lolr's pl,tcc.ts.l ltu[)
[or telcconrrntrrric.rtions .rctivitr; Nlat'lrcrr' .rtlr]t'ci.

A corncrstont' oi thc Lonclorr I'l.rrr is sust.rinatrlt'
tlt'r'elo}'rntertt to rctl trcc cnr,' i ronrlt'nt.r I rritstc,tnrl
cfticiontl\ rr\(' seJrac res()rlrces. Ihc ctfort is .rlro
.rirncrl at "so[t issurs" such as bcttt,r he.rltlt c.rrc,
r.'tlucation .rnd e\p.rndc(l rt'crtttion.rI .lctivilit,\.
"Hcrc .rs rlt'll, tht, Plan crrvisages grouth .rrrrl
tlevelo;rnrcnt ot.r irrll rangc oI arrrt'niti('s to !,rrpp()rt
.rncl cnhanet, the lifestvle.rs Lontlon ljrorls,"
l\{avht.rv s.r irl

Il.rck in tht. Urrit(,d St.1tcs, S.rn l)itgo h.rs [,rcn
tng.rgetl in .r Irng-tcrm initiatirt' to ovr'rlt.rul its
cion'r.ttow'r'r. I lall, r,r'ho joirretl the Ccntre Citt
l)c"'clopmt,nt ( rrrp (CCDC) in l9t)5, outlined it\
crc.rtion ill I975 .rs.rrr cffort oi tht'Sarr Diego [,trsi-
ness c()ntnrunilv t() s.rvc .l tlvirrg rlorvrrtorlrr. Ilrt'
(CDC's Irtrrvit'rv tvnr .1 l,a{)()-.rcrc :rr'.rth rllrt,rt' it
u'orkecl to It'r't'r.rgc p1r[rli('ttrrrcls lor ('r']ltanccd pri-
\1rt(' ir'tvcstnrent, n c()mn1(,r'r tht'rrrt, .rt the (llotral
( itics c()ntcrrnce.

"(l()\'ernnr('nt .rcli(nr cqu.llcd publi( rc.tcti()n," I l.]ll
s.ricl of thc S-l{5 nrillion in P1lHir lronrls issut'cl trr
primc tlrc }runrp, including Sl()() nrillion ior inlrn-
\tructurc in) pr( )\'erncn ts. Afttr 27 r't,.rrs, the CCIX'
.rrt.r has vit'lrlt'rl nrorc th.rn (r,(X)0 rcsitlential urrits,
.1.7 million squ.rrc fcct of contntercial sp.tcc .lt(l
-1,555 hotcl r(\)nrs. S.n Dicgo is rrorv g.rrnering $55
nrillion .rnntr.tlh' in t.1\ rcvcnue from thc nerv
tlevelolrnrcn t.

ll.rll .rckrrorr'lt.cigt'cl it lras not [rt.t'r't .rn easv ro.rr.l,
w,ith political clout in San I)i(,llo oitcn misalignt'rl
rvith thc ('('l)("s vision. Not onlr' .rrc rcsirlt'rrti.rl
issues nrorc of corrccrn to tlrc citt"s council()rs, \\'h()
rcprcscnt specitic clistricts, Ilall saicl ternr linrits
n1.1ke it lr.rr(L'r h)r thcnl to.ld()pl n forrr'.rrtl-tltinl-
ir)g stance. As a rcsult, "l.rntl trst' policics irr our
rcgion havt' t.rkcn on tlrc c()ntc\t of .r full-cont.ret
sport," I I.r ll s.ricl.

l.onclon lr.rs t'ncountcrer,l .r sinril.rr problcnr, saici

\lavlrcu', rvitlr a tlccentr.rlizt'ri l,orlcr stnlctrrrc
m.rking it tlitiicult for res()rrre('s to bc ciirectcr.l to
Iot-tg-ternr nt't'rls.'lhc l-orrrlotr [)c",elo[rnrt.r'tl
Agcnc\,, for exanrple, wouLl Iikt' to raisc municip.rl
lronds, btrt currt.rrtlv is not .rlLrrlccl. It is .rn issut.
th.1t must [,e rt,solvcel, .tccorclirrg to M.rvl.rcrr', in
orcler to [-rrr[r.r rc l-onr]on for thc 21\t ccnhlr\'. "'l-lr('

citv ancl tlrt' hintcrl.rntls .r rt' nruttr.rllv rlt'p1'11.1",.,1

.tnr.l tr t' e.tn't tlcp-r1i1 !',r,-1r.' ( )r I l't(' ()thcr, " she s.tirl.

THURSDAY SEPTEMBER 5, 2OO2

ECONOMIC AND WORKPLACE
DRIVING FORCES

Panelists:
Mahlon Apgar, CRE, The Boston Consulting Group
Will Mclntosh, AIG Global Real Estate lnvestment Corp
Ken O'Gara, Pepsico
Lee Timmons, Hines Partners

Moderator/Coordinator:
John McMahan, CRE, Centerprise

Tirrr-kir,q,\1rilli Nalirrrrrt/s Lrllrrr'rrcts
Rt'a/ I.slrttu'I)t't-lsirrl ,\ lrtl irrt

It is spell('d thc s.rnrt' as .rln,rr'', lrut tht' eonc(.pt ()i
" loc.rtiolt" is r.rpicllv t'volvi 11 g rvorklrv irlr', .rt eortl
ing t() p.rnclists at thc (llolral Citie:i in an l:ra of
Changt'intcrn.rtional rr'.rl est.rtc sv rrr posiu rrr.

Technologr', glob.rlizatiorr .rnrl otl.rer forct's .rrc
''cl'tJnHrrA tl'r(' f.rr.r(liArrr" I rr ht.rt' ('(,nl[1.rni('\ JrU
c\pnn(linll, s.titl spe.rker M.rlrlon "S.rntlr'" A 1.rg.r r,

CRI--, rvhose lloston Corrsultirrg Cirou;r (13('(i) hclps
firms iincl sp.lc(' internnti()n.tll\,.

"Reclt,firrirrg thc fackrrs rr[ ]oc.rtior.r ... is arr intpor-
t.rnt clr.rllt'ngc," Apg.rr said tlrrring thc "l:tononric
alrtl \\irrLlrlacc Drit'iltg Iirrrccs" p.]ncl (l.ring tlrt
c\'('nt. Uni()rtunattlr; lre adtltd, neithcr lrusilrt'ss
schools, re.rl cstatc cduc.rt()rs "rror muclt of tht, thc-
or\' .1ll(l lrrnctice h.rve vct Sr.lsPerl tl]c nragt.litutle
of tlrcsc clr.rr.rgcs. "

\'ftrst ol tht'23 conrl.r.tlticr I]('(i is.rssisting intcrrr.t-
tion.rllv are inrlustri.rl-r'r.r ()per.rtionii, uhieh still
soek int'x[rt'nsive lanrl, lor,-cost l.rbor arrri lrounti-
ful nattrral r('s()urccs. Btrt thr'nectls of B( (i's irrfor-
m,rtiorr-rcl.rtctl clicn ts arc cl r.rrl.rtic.rllv r.l i vcrgcnt,
s.ritl ,\1rgar. \\'lrilc.rlso I.r [rr tr-consciou s, such 1.rl;r,'-
er5 rcrluirc an (,cluc.ttc,.l rr 0rkforce, .ln(l (l('p('n(l (nl
high-banclrvitlth .rnrl otl'tcr leleconrnrunie.rtiolrs
c.rpr.rbilitit,s rnorc so th.rrr phvsic.rl infr.rstrrrcturc.

"Wlrur thev cross that tlrrcslrolcl (t() tlre ini()rnr.r-
ti()n .rgr'), r'ou litcralh c.rn l(x)k .1t thr' gl()trc in
tcrnrs of luntl.rment.rl l.r[Trrr cconontics, [rLrt thrv
.lr(,t'l('t Ll(,arnt,(l .ln\ ntr)r(. l)\ (il|'](clttrntir\n. r)i tr.t-
tlitiorral krcation critcri.r," s.ritl Apgar. "\irrr're no
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Ionger nrovinli thc rlorkers lo l'ork, \'otr .1rc rno\'-
ing tht' l ork to thc l rtrkt'rs."

\lrrrlt,r.rtor Jolrn Nlcl\1.rh.rn conctr rrerl, n()tin$ citics
dt'r'nrctl knonletlge c('nt('r\ halt. l.rrccl rvcll, nitl.r
()n(' rr.rurt sun'cv listing I lt'lsinki. Stockholm, .rntl
('o1.rt'11111,,",', .rs poptrl.rr targt'ts ior fort'i gn invcst-
nrcr'r t. ('isc() St,stems rcccrrtlt' t.rlrbcrl A nrsterrl.rm
[()r its l]rlr()pc.rn heaclrluartt'rs, rvlrile Anrazon.conr
lr.rs [.rt't'r't nctivc in the Nr'tlrt'rlatrr,ls as rvt'll. "Thc
nr('ssJlI('secnrs to bc th.rt tht're arc sonre ner! citics,
t'tt'rr'1-r1,11'g15 in thi: garlt', .ttlcl sotttt'of thcnl .rrc
conring on vl'rv strong," sairl Nlel\1ahan, c\ccutivt,
tlirt'clor oi thr Cr'ntsr frrr lit'al Istate [-r.ttt,rprise
\l.ur.rgcrnr.nt, .r C.rlitorn i.r-ba:e r.l think t.rnk, .rntl
rvlro is .rlso .r ntentb('r o[ I lrt' ( otrnsclors oi RL{l
l:statt'(('lit:).

llrnt'lists tlt't.rilecl rlhv conrPanit,s h.rvc nrovctl into
cert.r i n .r re,rs, .rncl rvhiclr citics .l r(' I i kt'lt, to garner
cnpit.rl intercst going [orrvar,.l. loinin6 Apgar anrl
Mt N'l.rharr rvt.rc Kclrncth ()'(l.rr.r of l'clrsiCo, Hines
()rganiz.rtion [rrincip.rl Lt,t, Iinrnrins, .rnc'l AIG
(llob.tl Investnrc'nts \larragirrg I)irt'etor \\'ill
\lt lrrttrsh.

l'ePsi( o h.rs thrcc rc.rl est.rtt nt,t'r.ls, s.rirl O'C.rr.r,
th()\('b('ing nr.rnu [.rct u ring, tlistritrutiorr antl office
sp.rct'. Lach has [irc or sir unitluc critcri.r, hc
c\pl.rinc(I, rvith geogral.rhr' .ln(l .r cit\"\ physic.rl
nrakctrp i111pr1rv1;nt for distributi()n. n n nctivc port
.rllorvs prttclttct to trc shippccl 

"'ia 
['.tr$e, rvhilc

offiee sP.rcc ntust be cLrsc to eort'tTtrsinesses, sucl-t
as lrrc.rl lrottlcrs. []cpsiCo is etrrrt'rrtlv tlr'r'eloPing
its l.rrgest nr.rnrri.rcturin6 i,lcilitv irr Irt,l.rntl's
(,)url\ ( ('rk ('nt, lll.rt r'' ill 1'r,,.1rrl,,., t,'nl.1,nlr.rl(. l()r
Norlh r\nrcric.r .rntl Funr[.,t'. .\ [ar oroblc t.l\ .rgrec-
r)lcnt, g()()cl l.rbor forcc.urr.l ct'ntr.rIizt.tl Irc.rtion lccl

I't,psi('o to nr.rke the $100 rrillion ilrvcstnrent,
.retrrrti ing to ()'G.rr.r.

"!Vh.rl rve tlo in a citv tlrpt'1li5 trpon rvh.rt the citv
pr()\'i(l('s to us," sairl ()'(i.rr.r, .rtltling l'epsiCo sccs
its 1-r1inl.111 grorlth eot'tring ovcrst'.rs, u'lticl-t
prr'scntlv reprcsetlts jtrst 20",, oI it\ [('\'er]ues.

,\l(i p.r1s closr .rttcntiorr to rvlticlt errurrtrics multi
n.rtion.r I conrl.r.rnics .r rc ('nt('rillll, s.ritl Nlclnkrslr.
\ot onlv tloes it inclic.rtc stabililr;,,\l(;'s invcstnrcnt
gr()up.rim\ to dcvclop tacilitit's hrr strch compr.r-
nies. "n gre.rt rlc.rl of the res(\rreh \\'r,rlo irrvolvcs
slutlving rvlr.rt tl.te ontl uscrs art' looking [o1 anrl
trving k) nl.lke surc lvc'rc irr tlrost'rrr.rrkcts rcaclv to
proviclt' the kinel of prorltrct tlrct' n,ant," saitl

Nlclrrtrrrlr. "lf u'e clo that arrtl rlo tlrat rvcll, u'c'rc
going to lrroclttcc the returt]s ()ur elir'nts.rre look-
ing [or."

In tht'clt.catlr' sirrcc beconring .rn oversc.rs tlcvckrl'r-
er, li.ras-tr.rserl Hincs has .rlso rt'.rctcd ntorc' to
nrarkt't clcnr.rncl th.rn its orvrr tic"'clofrment
str(.ngtlls, l'inrmins s.ritl, nraking it inlportant t()
tr.rck nrulti-n.ltionals. Known.rl Ironrc for officc
anci rt't.ril, tu,o oi Hincs'e.rrlit'st internation.rl ven-
Itrrcs irrvolvcd.r rL'sidr:ntinl c( )r'r'l p()r'l('n t, rvl.rilc thc
tlt'r't'lo1-rt'r Ir.rs .rlso cor'lrplctcd scvcr.rl indtrstrial
pr()ircts in \'lcrico. "That's,r r(ul (i('p.rrturc f()r us,"
sairl I irlrlins. Hir.rcs ctrrrentlv h.rs 5() p11rjgc15 i1l

l9 t()r('illn citics.

I Iirrt's is also influcnct'tl ['r' tlr,nrogralrhics .rncl the
\tr(,ngth of .r citr"s re.rl t'st.rtt' nt.trkct, s.rirl
'I'irrrnrirrs, chicflt, bcc.ruse its frrnrls gcner.rllt' havc
.rr cight-\,r'.rr horizolt. "lf \,.re.rr1cv r.rtes.rro .rbovo
20",,, rvr"re probablv n()t g()illll there," saicl
'l illrrnirrs. "lf vacancv r.rtos .ln' r'tr.rvbt. l0 or 12 or
1i",,.rrrrl i.rllirr$ i.r*t. lhat i\.r n),rrl(l th.rt rtill Ir l
r,.'rr' [r,oc1 to tts. "

ln\r'\t()r nppctitL'is kcr', saitl l\lclntoslr, uith capi-
t.rl trltcn lc.rrful of emerging ntarkcts. It carr Lrt' frus-
trating, hc s.rid, L'\pl.rining iltt't'skrrs preicr cst.rb-
Iisht'rl nrarkt'ts such .rs tl.te Unilcrl Kirrgclonr,
(iernranr; I'rance, ancl Spnin. Ifut such c.rpiLrl
irrrolrr.ttlt (.\P(.(l\ hiBll(.r r(.tr rnri r\'(.r{,.r\, (.v('n in
stablt.clinr.rtcs. "Thev clor.t't \\',urt t() B() t() tltc court-
trics u he re u e c.rn gct thcnr tht, risk prcmiums that
tlr('\' \\'.rnt tor thtir intcnr.r ti()n.rl investinl;," saicl

\'l e lnlosh. "lt's.r rt'al tiilcmnra."

IJoth I inrnrins.rnrl \Icl\lalrarr rlcicrrtlqtl invcstmcnt
in enrt'rgirrg m.rrkcts, lrut .rcknorvlt'r.l gctl potenti.rl
corrr[rliealions. In Moscttrr', a llirrcs plarr kr clt,r'ekrpr
lrolrsirrg arrcl scll kr thc U.S. govcrnnrcnt hit.r snag
rvhen litrssi.r trccame upst't at thr'('lintorr .rclminis-
thti()r'r. Iltrssi.r blockcrl tlre orvnt'rship tr.rnsfcr,
It'.rtling to.r summit shorvrloun [.retrvcert Clinton
an,.l l{us'i.rn lcarlt,rs. "lI r'otr trrlti rrrt' ir.t 1992 Itl be
rlcalirrg rvith.r rcsitlcnti.rl proj('cl in Moscon' th.rt
\\'.rs on tht' .rgend.1 f()r thc sunrnlit, Il'oulri lrave
sairl rotr nrc arnl\i" Tinrnrilts rt'nr.rrkctl. "tsut that
is thc tr pc ()t politic.rl issut' rlt.r'ncotrntcr in .rll ot
tlr(,\(,e()untrirs."

In tlrc lutrrrc, Hincs P1.1115 to linrii its c\posure
rlairrly to rn.rrkt,ts u'herc it is,rlrc.rrlt .rctive. "The
go.rl is to l.rt'clccpcr.rntl rlccpcr ilrt() thc c()untries
in u lriclr wc .rrc currcntl\' ()p('r.rti(nr.rl, to clo morc
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prl)i('ct\ l()llo\\'cd [rv nrort, pr()i(,(ts, Jn(l to It.rvc .r

Itrrrg tt'rnr ltorizorr," Iinrnrin' sairl.

;\l(i is bLrllish on ,,\sia arrtl Lrltint,ttt'lr ltoPcs to
t'rp.urrl irrto l.atin r\nreric.r. ,\t P11' .'111, horvt,r'cr,
\lelrrtrrsh s.rirl \1c\ic() is tht,onlr Latin r\nrcric.rn
(()rr]lr\' "\\'c c.rn get t'rr'itt'tl .rlroLrt," citinB its
int[rrort'rl ert'rlit r.tting, the .rbilit\' Io rlo c]oll.rr-
tIt rr rrrirr.rft,rI lr\r\(.: (llr(l tlrr. p,,'rtii,. rIl['.r( t ,rl ll](,
N,,rlI'r Arrr(.rr(.rrr Ir re ,: Ira.l.,AIIi.rrre.'.

I'r'psi('o t'.tvorr I-.rtin .,\nterica, '.rirl ()'(lar.r, rvitlr
llr.rzil .rntl .,\rgcntin.r sccrr as possiblt' \upplicrs ()t
jttitt's lor its Tropic.r'r.r littt'. \ltlrrtosh s.riel the
,.lt'ntrrgr.rPhir-s of I75 nriIIion pc(rpl('nr.rLc llr.rril .r

lrrtrS-lt'rnr gt'rl, [rttt strt'sr('cl tlrat carl'tonrie rvocs
nrnk(' il t(x) unst.rlrlrl .rt pr('\r'r'rl. " Ihcrr"s just trxr
nrttr-h rrrcert.rint\' .rr()nll nrt' irrveslors," s.rirl
N{t lntosh. "lJtrt rvc think il's goirtg to [rt,a trig m.rr-
kt'l grring iortl.t.rntl !\'c \1,ant lo [rt'llrt.rt'."

THURSDAY SEPTEMBER 5 2OO2

INNOVATIONS IN INFRASTRUCTURE
Panelists
Peter Head, Faber Maunsell & AECOM
Joel Kotkin, Pepperdine University
Peter Lewis, CRE, MIT

Commentator:
Bowen "Buzz" McCoy, CRE, Buzz McCoy Associates

M oderator:
Barry Gilbertson, CRE, PricewaterhouseCoopers, CRE

IIrlttut I)npttInt ion -sl, (r' I){),r/r,rrls
.\ltLttIiott li Lcottontit, Ltti'inttt ttrtttI rtl

, \tt I I i'rr t t:por t rtt i()l /ss/ri'5

\'Vith tht. rvorlcln,icle rtrb.ln [r()pul.lti()n grorving bt'
lli0,00() tlailt, citics n'rusl strclth thrcarlb.rrc
r()\()Lrre('s even trrrth('r irr tht' rrt'rv nrillcnniunr,
strt'ssr.'tl or'rt,p.lnclist.rt thc (,lob.rl ( itit.s irr.rn F-r.r

ot ( h.lr'rg(' st'r.nl.rosiunt. Iirpt'rts in the "\laking
( itir's !\irrk" scgnrt'rrt of tlrc Pr'(urnnr oilcrctl lr..l's
nruni(ip.llitir,s c.rn ()\'('re()nr(' llr.rt elr.rllt,nginu
tl i['rrrnra.

" llrt,ansrvt,r is l,r'su[r[-lvin]l tlrt.riglrt t.rbric," s.ritl
rt'torlcr.rtor Ilarrt' (1. (lillrcrtson, ('ltl:. I hc
I'r ict.rr,.r lt'rhorr scCo()pe rs prin( ip.l "s('t tlte scenc"
br, st.rting that 1.3 billion p(\)pl(' li\'(' on fr.rgile

l.rrrtls rvhieh c.rln()t srrpp()rt lht.nr, irrt'ling ntigr.r-
tirrn th.rt rvill tlcrlgc ttvo-tltirrl' ol IhL'rvorlcl's prop-
trlatirrrt irtto citit's l ithin i(l vt,.tr'. " I ltinL rrt tlt.rt irr
l('n)r\ ()l the rlcm.rntl it P1.1..'r ()n ('t'r(,rg\' .tnd
u'.rtt'r," saiti (lilt.rertson. ",,\lso thinI Lrl rr,'lr;t it is
going to tlo for hor.rsing, anrl ,.,rrr rvc tlo.trtvthing
sLrst.rin.rblr' l'ith Ilrusing?"

So-e.rllt'rl sust.rin.iblc clt.r'r'lol.rrt r.'rr l. .t l()pic ritised
llrrotrghotrl the confcrt'nct., g.rrnt'rctl p.rrticul,nrr
.rlt('nti()n Lrv tlic "M.rking ( itit's \Vork" spc.rkr:rs,
rvhirh incltrtletl Peplrcrr]in(' Urrirt,rsitr' prlr[cssor
Iot'l KotLin, \l.rssaclrtrsctts ln\titute ()l Iccltnohgl
I{'.rl l:tatc [)irtctor l'ctct l.r'\\is.ul(l Ilritish ]rlan-
nirrq t (rrr'rrlt.rrrt I)otrr Hc.trl.

Iit'1.rt'.r.,,',1;,',* thc Greatcr Ionrlrrrr r\rrtlroritv
Srrstairra[.rilitv Conrnrission, Ilcarl clct.rilcd
I-ontlorr's eti()rts t() inrprol1' 11,,l',.i,r*, tr.tnlip()rt.t-
t ion, lrr.'alt h .rn,.l er.l rrc.rtiorr rv i lhorr l ovt'rlvlrclming
(ily r'('sources. "Sttst.rilra[rlr' ,,l cvt'loPnrt'n t nt'er.ls to
[.ra Ianec tht''lii prlc [3ottonr Lint.," ht. s.rirl, covcring
ec()n()nlic, tnvirotrnrt,nt,rl,tntl soeial isstrcs. lVhile
sonrc lct'l a trarlcoff is incvit.rblt., I lt..rcl clisagrcecl.
Iht'rc ir "a \\'.r\' of gctting lhC tlrrr.'c ll1)ing t()gctltrr
anrl crcating \\'in, \\'in, u'ins," lrt's.riri. "l'rl tltritc
ratlieal in th.rt scnsc, brrt I ar.tuallv trt'lit.r'c it's Pos-
siblt, lhrough vcrv inn()\'.rti\ (' (rppr(\tch('s."

'I'lrt'tost is ct'rt.rinlv d.lUnlinll, r!ith I lt'.rtl rcporting
l.ondon u,ill retlttirc $1 l0 [.rilliorr p()ru](ls t() .tcc()nl-
nrocl,rlr' Brot\'tl-t ()\'er tlre nt.rt l5 t't..rrs. Sirtv p-rcr-

e('nt is nccdt'd ior Ptr[rlit tr'.lr]\[r()rt.]ti()n iltVcst-
ntt'nt, llt'atl t,stinr.ttctl, ('speei,rll\' .r\ p()pulnti()n
ittLrt'.trt'r antl risit-tg costs ior r1r()l()ri\t\ atlri ritlcr-
ship. " lh(' svstcnr is grt..rtlt' or t'rlr.rclcrl anel ncecls
n('\\ (npnait\," I lcarl crl',l.rinetl.

In arlnritting p.1st undert.rlings h.rrt' f,rilt,cl, I'k'at'l
rl.rrrrrcLl llrr' I)uhlr( .rl(l I'ri\'.llc rt,tll'r'* (Jn (.li('('-
tivr'ly share in tl.re ul.rsitlt' bl unitinll rcs()rlrccs.
()lliet' rt'nts .rbutting (r r('c(.nt t'\leltsi()n oi
l.onrlon's lrrtrilcc Lint'grcrv I{",, atrovt' thc lrornt,
Ilearl notetl, u'hilc 1.rropg111' \.rlur,s .ll\() rosc rlis-

[rr()p()rti()r'].rt('lv li invcslors cJn eni()\ .r projcct's
lruit, llcatl prcrlictccl thcr rvill bLrttrt'ss puLrlic
in\'(''tnrcrlt. ln Lor.ttlorr, hr''.ritl .r 5it|[,ilIiorr public
(()nrn]itnr('nt slroulrl Vielr.l .l S{)l) billi()n iniusion of
Pri\.rt(' ..r Pit.r l.

" I ltt' grt'at clrallt'ngt' in lhe issLrr. ol pril'.11g7*,,,1,;i.
st'elrrr lrt.nr'fits goir.rg irr p.rrtnr.rsl'rip is t0 tn .rntl
gt't thc risk/rcu'.rrrl Lr.r).rnct' ri glr t," I I c.rd rcnra rkcrl,
\\'ith pri\,.lte tnterprisc nr()tivJt(.d [rr' .r rt.turn olr
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(\luit\; dcsilln .rnd constructi()rr re\'('r'rues fr()nt
rlt'liverirrg the protluct .rntl opporturrities for ortro
prcnctr rial tlt'r'elopnrcn t in tlre rtpgr.rdcrl .rrt'.t.

A conrnron nristakt. for publi('/pri\,'atr. pnrtner\hips
is cirawing up thc c()ntr.rct trcforc cst.rblishing per-
form.rrrcc rt.tluircmt'rrls, necor(ling to Hc.rrl.
"Ytu"''t'got to h.rvt'thost't.rrgctetl ancl fired fnrnr
tlre st..trt," ht' s.ritl, outlirring .r threc-stcp prol'gi;5
th.rt bt,gir.ts [.rt' forginB .r str.rtcBV "to r.1cli"'er s.rfctv
.rntl r'.rluc for rnont,r' rr ithin a sustain.rbilitv d('\'el-
()pmenl fr.lnrework." Aftcr sottinll p('r[()rnt.l1c('
go.rls, tlre ne\t st('p is t() c()ntr.rct iI out to tht,rrcc
css.rn'tiiscilrlinr's, .rr.rcl tlrcr.r to tlclivcr thc projt'ct.

"Mt' t,rp',ericncc is th.rt ii ont, tolkrrvs th.rt sirnplc

l.rrtccs. frrrnr st.rrt to finislt, lrtr clo Bet srrccess, rnr.l
.rlnrost irrr'.rri.rblt' it's rrt,r'cr tlonc, rvhieh is verv
inrstrating," I Ic.rrl l.rnrcntetl.

Itt his prtscntatiorr, I-ewis s.rid institutions can
.rssist h()st citics lia invcstnrcnt in both the phvsi-
cnl .rn(l social cnvironnrent. "Thr' citY of
C.rnrbriclgc is irrcrtricablv lirrkt',.i to \'1ll .rntl
I larr'.rrr.l," s.tirl Leu'is, ('stinr.rting N'Ill'har lrunrpt'tl
52lr million irrto scrr'..r13c anr.l ro.rtll'.rv im1.r1111c-

nrcnts near ll-tt' eamprrs, [',rrilt st'r'er.rl hrrntlrcc]
a f iorcl,rblc hotrsirrg trn i ts .rntl lt'.rttr res c()nrnru nitv
rrlucatiorr arrr,l tutoring progr.lnls.

"l!c'rt' rt'allv trt'irr g to givc' sonrething [,.rck," s.ritl
l-t'lr'is, l ith the schrrrl contritruting 5lt'' nrillirrn in
tare s .urcl ft'r's lo C.rrlhriclgc in 2001 . Crc.rte r
Iirston h.rs Lrccn t,conorl ic.r llt' e.rrh.rnct'rl bt ntorc
th.rn 50 collt'gcs and trnivt'rsities, l-euis opincrl,
noting \1IT's (.rnrbrirlgc First prrogr.rnr lr.rs gener-
,rterl $3lt million irr gootls antl services rt.r,crrut'for
Ittc.rl busint'sscs. Urrivt,rsitics c()ntrilrutc "on tcch-
nokrgr,, Ircalth cirt' ;rnti fin.rrrci..rl servict's," l.eu'is
.rrlclerl, rll.tilc.rcc(,(iing tlrt't aIso tlrivc trp hrrtrsing
c()sts, usc citv rcs()rrrces.rntl ex.tct'rtr.rtc rlcnsitr,. Irr
rt'cogrtition, \1lT p.r'i'5 .r sp('cial ice ior its hr-
c\(,mpt [rr()pcrtv anc] [o oliset st'rr,,ict's strch as
p()licc .lnd f ire res[ronst'.

Schools crc.rtc jobs, l,crvis corrtinuetl, \\'ith Ml'f-
rclatetl trusincsscs cnrploving 125,0()0 in
M.rss.rchrrsctts .rlont'. Tlrose firms contribtrte $10
billirrn in incomc .rrrcl salcs oi 9i53 billion, saie{

Lervis, citing homcgrou'n gi.rnts forrnclcrl by MIT
gr.rtlu..tte. such .rs I)i gitnl, R.rvtheon .rnd Gillctte.
'Arr t'tiuca tetl rvorkf orce is incrcasirrgly im[r()rt.rnt
in tlrc shift irom.rrr.rgricultural (,c()n(llrv t() a

m.tntrfactrrring cconottry to .r st'rvicc-b.rsctl ccono-
mr'," hc saitl.

THURSDAY SEPTEMBER 5, 2OO2

KEYNOTE ADDRESS
BY JOEL KOTKIN, PEPPERDINE UNIVERSITY

'l1'r'rruisrr. Cirrbrrl,\lir:ratirrrr, Atd Digitnl
Rt'r,rr/litirrr Clk'rl As (cV Clrnilr'rr{cs
Failrr! Jirrlrrrl's,4,1r1 Ji),1{)rrr)1,'s Cili('s

Joel Kotkirr insists hc is rrot ".rnti-citri" lrut the
Pcppcrdin(' Univcrsitv profess()r tlocs torcc.rst
trout.rle ahcatl .ls tht' motr()politan nrotlel procecds
int() thc 2l st ccntur\'.

"l sce a krt of scan trcntls," Kotkin sairl dtrring lris
kevrrotc.rclrlrcss.rt thc (,lob.rl Citics in.rrr Er.r of
Changc intern.rtion.rl re.rl cstatc svmp()sirlrn.
"l lrt'rc .rrc m.rnv tlrings to [re conccrrtccl .tbout."

Kotkin tlt't.rilctl thrt'c challenges citit's f.ice: terror-
isnr, global nrigrati(n'r, nnd tlre digital rcvolutiorr.
His vieu' on tt,rrorism rr'.rs es[rr'ci.rllv cliscrrr-rct'rt-
ing, u'ith Kotkin insisting thc Se ptcmtrcr l lth,
20() l, .rtt.rcks .rc promptillg c()mp.rnies .rntl rcsi-
clcn ts to eonsiclt'r str[-rurban rckrc.ttiort.

"l't'ol.rle rvho h.rcl tlt'cirlcd,'l carr live in Ncrv Yrrk
or I rrirnt to livc in Nt'n'\irrk'are norv chtrrsing to
bt't'lse'rvhcre," Kotkin saitl. "l lhink vou .rrc going
t() sr,e nr()rc ()t th.it."

Kotkin citetl ('\nnlplcs \\'lrere cnrpk)\'r'cs, irrclutling
serrior nr.rnagcmcnt, h.rvt' lrcggL.d ()ut ()f tlrcir
urban ofiiccs,.rntl notetl th.lt rvcn rvith l.l million
srluare' ft'et tlt'strot'ecl or tlanragetl in tlrc Worlcl'fratlc (-t'ntcr att.rcks, thc \'.1c.lncV r.rte in
Marrlr,rlt,rrr lr.rr rirurr. Tlrrrst. :l.rvirrg i.rcc higlrt'r
occup.rltcv costs, Kotkin s.ritl, rvith the insur.rrrcc
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Dt's1.rit(' 1't151 strtrggles, p.rnclists vorlcrl the t'[forl
nlust a()ntinrrc, rvith I lc.rrl .rc].rrlr.rnt that [ru[.rlic
t r.r IrsP( )rt.rti()n [rt' .rcitlrcsst,cl. "G()\'ernrrcnts
u'orlcll'irle r.lo not still s('cnr to un(k'rst.rncl thr.'rc.l-
cr'.rncr' .trtcl tltc cortneclion b('t\\'cen invr'stnrent ill
public tr.rnsport in clt,r'r'c cities arrcl thc bencfits
tl'tat c.tn conrc tronr it," he s.rirl. " l lrc onlv cotrntrt
that rcally tn'tcicrst.tncls it is Francc ... rvhich is rvhv
I).tris re.tllv clocs rvork vcrt,rvell."



\\'stcnr p.rrti( ularlv trr.tst'ttlt'rl. St,r'eral trophr' propr-
ertics.rr('tcclrnicallv in rlcf;rult tlut'to a l.rck ol tcr-
rorisnr j11511p.111cr., he saitl, ar.ltling tlr.rt rlrrkrrs
c()r)lp('r'lsttti()rr r.ttt's .rrt' rising irr rrrb.rn ntarkets.

S()nre in thc cron'tl rlis.rgrcerl, inclrrtling llrookings
Instittrtt' ti'llrrv r\nthorrr I)orvns, rlho .rcknorr'l-
ctlgetl a r.lccorrccntr.ltion nr()\'(,l11ont lrtrt t itctl .rltcr-
nativc rt'.'rsons. "l r.lorr't think tcrr()ri\m is a kcv t.rc-
tor," s.ritl l)oults, .r notittt-t seconrlctl lry others.
Kolkirr rcnrairrerl firnr, Pr(,11ir1111g nr()rc .rtt.rck5
nliglrt r\'()rs(,11 conrlitiorts in cities rlorltlrlitlc.

"l'nl Ir()t trYinll to sc.rrc PeoPlg, Lrut lr't's thirk ol
this as.rrr is.trt'be,.,rust' it is an issLrt'," Kotkin sairl,
atltling, "l think thcrr' is .rn t.rtrclrrt' possilrilitv tor
Ianotht'r terrorist .rit.rckI t() ha1'1.'r.11."

lirt,n rvithoul th.rt inflrrt.rrcc, Kotkin s.rirl .r str('.rnl
ol pr('rrpl(' ,rre ct'ing tl'tc url.ralt li[r'stvlc. In
( .rIiionria, lrr' s.ricl, rr'hilt,s .rrt. nroving t() th(, ()utcr
linrits ol thc srrL)rlrbs or cvcn int() thc corrntrt siclt'.
U [rrva r'.l ly nrotrilc, r'rluc.rtct] nrinorities .rrt.enlr.rrrc-
ing tlrt, trencl, x'itlr onlv tltt'1'rorrrt''t rcsirlcnts lcil
Lre hintl, s.ritl Kotkin.

" lhc r'.rst .rrlrount of Anrt,ric.r's grorvth is h.rppt'n-
ing in thr.sutrur[,s," Kotkir.t s.rir.l, u'hilc cstinrotir.tg
tlr.lt J0 to 50"1, of thc Pofrul.rtiorr in Artrstcrrl.tm,
\1.rr.r,rllt,. .rrLl l',rn. .rr| iDulutrJl]t\, r'lt('n lr()rr
p()or c()untri('s sueh .ts lr.rtl ancl Iitrkt'r'. llr tht'
Nt'therlantls, 28",, rrf thr'Dtrtch lravc rt'.rchetl tht'
Iriglrt,st lcvt'l rrf erlucatiort, Kotkirr saicl, r,r'lrilc jtrst
-1",, ol Iurkislr .rnd i\l()r()a(,rn inrmigr.rrrts Ir.rtl
.rtt.rilr(.(l th.rt lcvt'l of rlr'grce.

"Ii()ttcrd.rm h.rs rlec.tt't'tl, arrrl tht' rvlritt', micltllc-
class p11vpl1 h.rrt, rrrolerl to thc str[rtrrbs," s.ritl
Kotkin. Althotrgh inr nr igr.rt ion-lt'gal antl olht'r'
rr i'c-i. trp sharplv irr tht' Unitt'tl Statcs, Kotkin s.ricl

tht' issuc u'ill [rt, nrorc tlauntirrg for I]uroPe. " I lrcir
r'c()n()n)\' l.rck: thc kirrtl oi clvrranrisnl \\'r Ir.rvc t()
.rtrsorb inrnriBranls," hc s.ritl, rgith tlrt, ()\'(,r\cas
rvclf.rrc rt stt.r't't likt,lv to bc ftrrtlrcr lrurrlt'rrct].

()n tlrt. tlrirtl chall:ngt', Kotkin tlitl s.r\ cr'rt.rin
cities, inclurling llostorr, Nel, Vrrk .rntl Lontlon,
lrar c a 1,.,g up ir.l .rttra(tinll knou'lt'clgc rr orlt'rs it't

tlrt' r-rt'*' nrillcnnirrm. [Jut c()nr]lurritics r)rust
rcnrairr vigilant to lccp I I l orkers stinrul.rteri, saitl
Kotkin, rllro rrvcr.rll sct,s virtrralitv lc.rdirrg to ttrr-
Ilrt'r rlispcrsion of tlrc ]rrrblic.

"Tht'r'ast majoritr' (of I'l rrLrrkcrs) tkrn'l rritrrt to
livt, in tht. ccnlcr cit\;" Irt. s.ritl. "lht, job grorvth
c()ntir'tlrt,s to [rt' . . . in loler tlensitr' .rrc.rs."

Kotkin corrcrrrrt'tl th.rt s()rrre d(r\\'ntorlns h.rvc st,t'rr

inu.rrel nrigration, l,rrgclr' (,nrptv rlesl('rs nnd
rcccrrt collegc gr.rtltratcs. Ilut nridcllc cl,rss iamilit's
.rre kct' to .r citr"s srrn'ilal, Kotkin strcssrtl, .rrrr'l

clainrccl tlrost'frrclins that trerrcl .rrt' oftt,n sinrph'
going througlr ".r P|l.15"." In ont'stutly of thc l.rtt'st
Ncu' \irrL Citr' lroonr, t 2",, of the ('rnigr.rnt:i \\'(,rc
35 rrr lcss, onlr'57",, u't'rc nr.rrrit,cl antl just 10",, hati
chiltircn. "|or tlrc rrrrrst t).rrt, Ililing in tlrt.citr'l is
just sonrething th.rl pe()pl(' rlo lretnt,t'rr rvhcn tlrt'r
g() t() c()ll('g(' .rrrcl rvlrt,r't thcv grrrrv up," K()tkin
said

FRIDAY SEPTEMBER 6, 2OO2

CROSS BORDER CAPITAL FLOWS

Panelists:
lvo Dewit, ING Real Estate
George Von Liphant, Lehman Brothers
Richard Georgi, Soros Real Estate Partners
Paul Rivlin, Deutsche Bank

Coordinatorsl
Karen Sieracki, KASPAR Associates
Hugh Kelly, CRE. NYU Graduate Real Estate School

lttttnmtiotnl /ir'rr/ I-slrrh' lttltslutL'nt /inci' /it'crrrr/
-S/ra(v

As a well travt,lt'cl l'rrincipal rvith Sorrrs Ileal Eslate
I'.rrtners, Iiicharcl (,t'orgi lt.ts hontcs ott thrt't'cotrti-
nents.rnrl .r \,\,atdh sp()rtinB 22 lirle zones, nrotlcr.r-
tor Iltrglr Kt'llv nott',.l .1t n [r.ln('l pr('\('r] t.r t i()n h('re
tlrrring tlrt'Ckr[.ral ('itit's irr.rn Iir.r oi Changt'st'nr-
posiunr. lJut rrhile t,ntrcrrchctl in tlrt' cross-bortlcr
rc.rl est.rtc intlrrstrr,, (icorgi c.rutions th.rt thc infarr-
cv oi tl-te nr()\('n1ont .)n(l n shnl\ \\()rld ce()n()nrl
nr.rkt, for a challcn gi rrg Lru siltt'ss l.ru rsu i t.

"l-herc is a vcrv linriterl tr.rck rt'cortl of strccessiul
intt'rn.rtion.rl r('nl estnt(' i n\ crt nrcnt, " \.ri(l C;('( )rgi,
c\pl.linirrll his conrparrv pitchcs cli('nts ott Lrut'ing
pr()pcrtv in foreign nr.rrlets "rtith grc.rt r..rrt' ,rntl
hunrilitr,." Currgi calls tlrt' r'xparrsiorr rrf srreh .rcti" -
itr'"irrcr italrlt'," trut s.ritl Soros is tre.rrling lightlv at
pr('sent.
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"lt's a rr.,rt ch.rllcnging tir.nt trr itlt'ntitr PIaLt.s
\\'hcrr' ()r'lc c.lt in\('\t rrith corrr ir'tion," (,t'rrrgi
s.titl. "Ilrt'tr"s s() nlurh trnccrt.rinlv ancl so ntu,.lr
t1.rrrrP1,111.l Hrr'\\lh l)r1,*Pr.(t\. it' r,,.rllr (lilti(ult t,)
\\\, \\lr(.rl in th,., rr,,rl,l llrr.rt. .rrt' f,n..;t f,\k,1,,'l
grorr th. "

(ieorgi's rt'rr.trks c.rrrrt' tlrrring tlrt"'('rrrss IJortlt'r
C.rpital lrlorvs" pant'1, ,rnc scckiltl: t() (.\pl()r(' "th(,
n lto, rvh.rl, rr'hcrr, rr lrt'rr.', ltorr' .rntl u ltv ot ntor irrg
tl'l()n('\' (lcr()5s [.ortlt'r.," K!'llv told thc .rrrtlit.ner'
rirrring tht' thrce-rlar' (,\(,nt.tt I l.rrr.trcl Univcrsilr.

()tlrt'r s[-rt'.rLcrs c1rnr'trrrt'cl th.rt lIorLt'l conr]itirrtrs
arc tlillictrlt univrrsallr'. \rt crt'rr.t. eitics strclt.r'
I.onrlon, S.rn Irr.rneisr'o anrl -lolvrr l.rct'crosiorr of
r('t]t.rl r'.tt( \ JIlrl \.t{.llt( \ 't(r(,i\('\. (.1}rit.ll r r)ntitr-
ttes kl chast,clcals, rvith Iorcign srrrrrr'es oftcn (lis-
pl.1\'inB rn()rc ()ptinli\rn th.rn tlonrt'stic furrtls. lrr
[-rrntlolr, therc is "tlr sltrnction.rlitr bclrr ccn tltt, lt.t-
ting nr.rrLt't .rrrrl tlrt' inr cstnrt.nl rrrarLets," s.rirl
p.urclist K.rrrn Sit'r,r,.li, oi KASI',\lt .,\ssoci,rtcs,
l,tcl., an cxlrtrt itr Iitrropt,.rrt re.rl est.rtc, n,lro s.ritl
pr()pcrli('\ in tltc Unitt'rl Kingtlorrr (.()ntinrre t()
.rttr.rct in\cst()r .rr(l()r ('\'clt tltrrLrgh lr'asing i' r,fi
sll.rrpl\. \l()\t [,uvinB in 2()02 lr,rs lrccn ironr ovcr-
scas, s.ri(l Sier.rcki, a p()int Llt(ltrse()retl [rr' l,.trrl
Ilir'lirr. llrt' rtt.trt.r6irrg, rlir|r lor l,'r' l \.rrt*t hL' li.rrrk irr
I-onrlon. Iiivlirr nott'rl tlontestjc [)r()pertv c()r]'tpn
nics .rrt. r.lir r,sting .rsst.ts.

"The oncs lorr n'orrlcl ('\pcct t() knl)\\'best.rb()ut
\\'h.rt I h(' nr.r rkcts lr.r \'(' in st()r(' .) r(' si gnif ic.rnt nt't
scllers," sairl Ilir'lin. " lh.rt s.rvs t() rl'rc th,rt brrvt'rs
nrust [rt'buYitrg [rr('tt\ r1('.lr tlrc toP t)t thc n],rrk(.t."

Such ovt'rlrt'.rting corrkl lt'.rtl to .r Pricing lrrrlrblc,
Ilir,lin .rntl scvcr.rl tollt,.rgtrcs s.rirl, rtith (ieorgi
r'n.rint,rininll th.rt or r'r-.rggrcssivt, t.rpit.rl is .tlrt'a,.lr
r.lrivittg tr1r \'.rlucs in lhc Unitctl Statcs. "\\'t, sarr
this bclort' in l9li7 to 19S9, er.rctlr tht,s.rnrc plrt,-
n()nren.r \r,herc thc trntlcrlying ()((-up(rncy dvn.lnt-
ics in tht'pr()pcrtv nr.rrk('t in thc Unitccl State.; art'
.rctu.rllv prcttv rlcal," (icorgi s.rirl. ln nr.rrkcts sLrr'lr

as l.rcksrrrrvillc, [:la arrtl ()kl.rhor]r.r Cit\) (l(\)rgi
s.ritl cllt'ctivc rt.nts lr.rvc [.rllcn lo /cr() .llttr
.rccourllirlll [0r corrnrissi0ns .rnti trrrrr't.ssions.

"\'ou're [r.rsic.rlh girirrg .rrr'.rv ilrt' spacc 11151 1,,

colcr \1)ur ()Pcratin$ t'rPcnscs," saitl (,t'orgi- " I lr.rt
\\'c Irn\'(,r'r't seqn f()r .r ,.lt'r'.rrle."

\\'Lrrlzeb.rclr s.rirl tlrt' relatite 't.tLrilitv rri rcnl t,\t.tte
i. tllrr rtA c.llrrl.rl rr llral tlirr.rtr,,rr. ,\girrg 1',,1,1,1.1
liorts o[ North Anteric.r, Iiurol,t', ,11{ Asi.r arr'.tlso
Pr(rnlPting [rr't']si()r) ilrn(ls lo p11151," r'it'ltl througlr
r(\rl ('\t.'ltc t() \uPP()rt tlrcir rrrrr!ing Iist ol [rt'rrt'fici
.rrics, \\'rrrtzt,l.rar h ar'lr.lrtl. "l tlon't rc.tllr [rt,lit'r'c
lh.rt in tlrc rrt.r.1 thrt't' \'t,.rr\ th('rr,'s .rnr, lrig erisis
that's lrrrming," Irr's.ricl. "lVlrt.rr vorr lrrrk .tt tlre
trntlt'rlving c(()r'r()nl\; I tltitrk ttrnrl.tntcnt.rllY r!t"rc
in l.r irlr r.lcct'trt sltapt'."

r\ L-ritiL-.rl ('lcr'tr('nl ()l irrrt'stirrg gkrtr.rllv is Itaving
tlrt' P11rP.'1 .rp[rr(Inel'] .rnd inlr.rslructrrr(', pJnclists
also 1(1i5g.1. r\long uith lar..rrrr.l crrrrcrrcv issucs.
loc.rl etrlturc, pr()p(.rtV rigllt\ r('trr l.1t i()lr s, .rnrl the
\.lr\inB lcg.tl ststt'ttts .tlso ()ltt'r p()tcnti.tl cllill-
k'ngt'.. In ont. ongoirrg situali()rr, Lchnr.rrr llrotltcrs
is .rtrtong .l (()t'ts()r'tiLtnt brrvirrg the first tron-per
krrrrrirrg lo.rrr p(x)l ('\cr in ( hina, lrtrt aflr'r h.tving
rr rrn lhc bir.l l.l\t \()\'cn1btr, lhc grorrP is still arlait-
ittt.rPl-r11r1.1l lront tlrt' Chinr'.r' grrvcrnnrt'rrt.

Nol rrnlt' is tht'approval proc('ss uncl(',]r, p.rnelist
arrtl Lchnr.rn lJrothcrs princip.ll (.icorgr' \irr.r
Lil,hart s.rid ht' rliscovcrcr.i tltc Chint'st. grrrcrn-
Irl('r1t h.)s littlr'crrntrrrl o\(,r ll1(, pr()\'iIlccs, rnaling
it hartl to c\'.rluJl('kr.rns seerrrt'rl bv pr()p('rl\' oLlt-
sitlt' Iltt, rn.rjor citit's. Ihe s.rrnc uncert.tint\, .rpplit's
in lap.rn, Irt' s.ritl, u'lrcrc "tltt, rulcs cl.rangt' if thc
rt'sults art,n'l to the liking ()i tlT('p()licv ln.t[('r\."

" lhev sccnr to tintl a \y.1\' o[ nr()\,ing tlrt,grr.tl line
t'r't'rY periorl lo .rcconlnr()(l.ll(' thcir largt'r 1.rolic1,
crrlr't.nrs," sairl \irn l-iPh;r1, .u11,,',t th.rt t(.n(lcl'tcv
"delinitclv pronLrtrrrcqcl in ,\si.r." lltrt..rs lr)nB (l\ ().c
Pl()c('('ds rlith r'.rttlion, tlrt.r' shorrlcl [rt. filrt', \irn
l.iphart .rsscrtt.tl, r!ith Lehnt.rn .r nr.tjor irrYesior in
Asi.r. I.iquiditv is rrot.r [.rrol.rlt'rr, Vrxr l,i]rh.rrt saicl,
n()tinB thc iirnr rt'ct'ntlv st.etrritizstl .rlrrl 'oltl trvo
rcsir.it'nti.tl Ptrrt[olios arrcl trr o nrlt-Pcriorntin$ ]o.rn
p(x)ls ilr Thailarrr.l. "\iru c.trr trasicallr' ('\it just
.r[.rotrt arrvtlrin$ through tht' .,1pit.tl nt.trk(.ts," V(nl
Lipha rt saitl.

N() nr.rltr,r l'h.rt t.rPcrit,r'tee .r glob.rl inr t,stor has, it
is irnl-r1'r.11i1(, t() e()nnrct r!ith a local }r.trtn(.r, p.)t-l-

eljsls strcsst'rl r('p(',rtccll\'. ln l.l(t, many ci['(l it .rs

tlr( l('.r(lirrH r(\luirlrrr('rrt rllrtrr 1'rrr'1ii11r: .1 1..'r1-
p,rtctie in\cstnrrnt \tr.rtcg\, inclurling I|o [)t' \\'it
ol l\( i llcal Frt.rtt'.

IN(i alrr'.rvs s('(.ks t() i()in.r Irrtal com[r.rnv r,,'ht'n
r'nt('rinll .l gir t'rr rt'girrrt, De l!it s.ritl. In lht. Unitcrl
St.rtt,r, Drrtch-lr.rrt'tl l\Cl has torgctl a .olirl rel.r-

()tl.tcr sPt,akcrs \\'rr(, Icss rlisrrr.rl. Ilcntlt'rsorr
(llo[.r,tl lrtr cstors \l.rn.rging [)irt.ctor Charlr.'s
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tionshi[r rvith Cl.rrion P.rrtncrs, throtrgh rvhich
thev havc .rccluirt'ri pr()pertics throtrghout the
c()untr\,-

"OLrr nr.rin goal is to kct'pr it krcal," sairl Dc \\'it,
nith I\(l f.rvoring firnrs p()sscssing .r sinrilar ctrl-
turu .rncl .rppctitc [()r inYcstnlcnt qu.rlitv ]rr()p('r-
tics. "lt's.rlso looking at rvhat tl.r('t' can .rctl kt t,rtur
ou'n org.rnization, rvhat arc tlrc strcngths of tlresc
()rg.rni/,1ti()ns .rnrl rllriclr is tht' krrorllcclgt' tlrat
thct c.rn contribtrt('t() \1)ur orvrr org.uriz.rtirrtt," l)c
lVit sairl.

FRIDAY SEPTEMBER 6, 2OO2

THE FUTURE VISION

Anthony Downs, CRE, Brookings lnstitution
Alex Krieger, Harvard Design School
Jeremy Newsum, The Grosvenor Office
Daniel Rose, CRE, Rose Associates
Bowen "Buzz" McCoy, CRE, Buzz McCoy Associates

lf Brookings Institutc Scnior I't'llorv r\nthottt'
Dorvrrs is right, onc procluct sr'('llls a sltrefirc
invcstnr('nt in tht' 2 | st centur\': bu mpcr stickcrs.

"lt is nr\'()pini()n th.tt c()ngL'sti()n is.rtr inc.scapat.rlt'
p.rrt tri livir.tg ir.r a largc .rnrl grorvit'tg mctrrrpolis
region an1'uhcrc in tlrt' xrrrld," I)orvns prrocl.rinrctl
clurirrg tlrt'Glob.rl ('ilies in.rn []ra oi Changt'svrrt-
posir,rnr. "It c.rnnot [rc t'limin.rtcrl."

SpcaLing ()n a pr()l{r.rnr scgntt'rtt t'rttitL'r.l "Ihc
Ftrturt, Vision," I)rrr,r'r'ts .rnd otht'r l.rlanning atrcl

re.ll ('rtJt('('\Fr'rl\ r l()\(\l rrul llrt t('trlt'rt'ntt' ,,1lt'r-
ing vit'rls of hon citit,s rlill bt'cast in the neu' nril-
lenniunr, itlcr.rtitving ch.rllcngt's aht'.rrl .trrrl stcps
c()nrnrunitics c.1n t.rk(' t() cn:illrc .r Pl.rcc in tht'glr[.r-
.11 ca()11()r'r1\'. Othcr spc.rkers irrclr.rtlctl fl.rn'artl
Urban I'larrning antl Dt'sigt.t cltlirman AIcx
Kric!l(.r, intcrn.ltional rr'.tl est.rlc invest()r J('r('rtl\'
Newsrrnr of Thc (,rrrsvcnor Offict'of I-ontlttrr, .rtrcl

U.S. rr'.tl estatc icon [)atriel Rose, rri l{osc Associ.rtes
in Nex,Vrrk, rvho t.rrrlt,cl the 1.r11rgr.1p1 rvith a stir-
rir)g (l( i('r'r\( r,l lltt'ttt r['rtr eitr.

[)orvns ulrnt'cl th.rt glolr.rliz.rtion rlill lc.rtl to .rn
clttllcss strc.rrl ot .rtrtornotrilcs, trucks arrcl lrtrscs,
iut.lt'cl partlr' [,r, htrmankirrcli thirst for seli-nrobil-
itr; ancl conrpounr.lerl bv rlrb.n spr.l\\'l erct'ping
cntllcsslv outrr'.rrrl. Politic.tl .trrrl fisc.rl l'rcssttrcs
rtill nrakc srrlficicnt ro.1rl\\'.r\'s.urrl .rltcrn.ltive tr.rn-
sit options unntt.rirl.rblo, saitl I)orvr.rs, $'itlr tl.te con-
tlition so.lcutc th.rt privrte toll roatls nrav bt'comc
.rn irrcrcasing, a lt'cit inaclt,rltratt', realitr'.

r\rrtlror ot tht, It)92 tonrc Slrril itt It'rtllit-, [)ou'ns
saitl the inventorv of vehicles h.rs.rcceleratetl i.rstt'r
in pe11'q,11o*,' lcn'ns than tht' 1',opulatiot.t. llt'trvecn
l9ti{) .rntl 20(X), tot.rl velticlt' count rose from 3{10

nriIIion kr 752 nrillion, .lcc()unting for.r conr[.,ountl
.rnntr.rl grorvtlr ratc of 3.5",,. Ihc ltunt.rn popttlation
i n that timc incrt'asccl bt l.(, bill iotr, or .r cttnrpottntl
.rrrrru.rl ratc ()f 1.6'|i,. Alth()ullh tl.rc Unite rl States
c()ntinut,s to tlonrinate in vchicle us.lll(', I)()\\'ns
prt'dictccl thr' Pnrtrltm l'ill u'orscn in tlt'rcloPing
c()untries, nr.rrrv of rvhiclr lacl.. tht'infr.rstructure to
rnr.'r.t lltr.' ri*irrg lirlr' r'i l.rilt.rlr'r..

I)r()gr.rm ntrrtlrrator Borlcn "llttzz" Mc(lrr', CRE,
ol lluzz \lcCov r\ssoci.ttcs in l.os Angclcs, second-
(,(l D()rvns's vit'tv th.rt thc thircl rrorlcl is ill-
,.'qtr ippecl to harrr.l le the .rutrrtrrotivc .rge, .rntl tloing
littlc to prepart'for it, citing a China trip rvherr l.te

s.ru' nt.tssive skt'scr.rPers bt'irrF clt'r't'loPt'cl rr'ith
orrlr' .r fcrl r.trzcn p.rrkilg \pnccs. "l hcv arc l,ttiltl-
ing trrr the lricvclt'ccononrr', .urrl the btriltlirrgs .rre
going to still [rt' tlrcre rllrcn thel' all Ir.rvt' c.rrs,"
llorvcn saitl. "\'Vh.rt'-s going to lrappcn tht'n, Cod
onlv knrrn's."

I'u[rlic tr.rnsport.tion is rrot tlrc .rrsrvcr, s.ritl
[ )orvns, ltitl.r usnge actu.r I lv t r.rcking rlorv nrv.rrcl.
ln tht'U.S., onlr' -1.7'ri of tht' rvorking Poptllation
t.rkt's 1.111lli1 transit, anr.l I)rrnrrs s.ritl that figure
tlrol-rs to 3.5",, rvhcn one i.tct()r\ ()ut Ncrr'\irrk Citr',
rlhcrc 3()",, of lht' n.rtiorr's tr.rnsit ritling rtccurs.
"('()r'rgesti()rr rviII h.rppert r)() nr.rttcr rr'h.rt .rnti-c()n-
gesti()n t.rctics arc..rclol.rtt,cl [rt'c.rrrse of tlrc rising
p( Jpul.rtion .rrrr,l rising inconres in .rll citit's," I)orvns
sairl. "Get userl to tlrir ing ill c()llgcsti()rl."

Iltrt.rutomolrik'usc rvill rrot lre thc trrlv cxcess
glob.rl cities nrrrsl c()Pe rvitlr, Kricger atlvist'tl in his
renr.rrks. Tht'slrt'cr cxp.rnsiorr of tl.te urlran iungle
put\ into tlueslion lrorv tht, l'orlcl rvill [rr' ,r[.rlc to
h.rntllc such r( )ncclr tr.r ti()r'l s, s.ricl Kricgt'r, rvith 6()

nriIIion people strc.rming into cities.rnntraIlt,, rep-
rt'st'nting a 20-foltl incrc.rst' of trrban rlrvellcrs in
It,ss th.rn .i crntur\'. Br' 2()5(). tht'rc rvill bc fivc bil-
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liotr p('1rplr, irr eitit's, Krit.gcr saitl. "l'ltt' rrumtr(.rs
(rrc s() r.\trcrnc, tlter'.rrt' harr.l t() pcn('tr.ttr'," ltc sni(1,
noting thrt in t'ight ve.rrs, l.onclort rlill not [rt'in lltt'
top .30 citit,s in popul.rtirrn.

" l'lr.rt's just .rstor,rnclin$," s.ticl Krir,gcr, \\.lrning it
is critic.rl for 1.r1.111;1g1-5 antl p'rtrtrlit oificials kr prrt'

P.lr0 f()r the rttrsl,tttgltt .uttl solle issrrt's suclt .rs
sh.rrir.rg lintitcrl rcs()rrr(.r.s, prrrr itling .rrlt'rluatr'
horrsirrg.rrrrl c.tring for n11 nging p()pul.tti()n.

,\s .r gkrtral tr.tr t,lt'r u orking t()r' pri\...ltc rr..r I cst,lte
investor (lrosven()r, N('wslrnt oitt'recl ol-rinions olr
eitics hc t'rrjovs.rntl tlrt'r'lcntents eritic.rl to rrrccess.
l\lost intp()rt.lntI\; Nc\\'sur)t s.li(1, .tre int,rrrgitrlt's
tlr.rt giv('.1 nt(.tr()polis influcrrcr' ()n ()tltcr Jr('.s,
[Toth .rt Irorre .tntl intcrrr.rtion.r I]r'. \\'lrilt,c.rch citr
lr.r. thc t r Irr .r l rrr.r ln \ ( 'l lr.trlt,, t.titrt .r tion Jr)d \\ ( 'rl
o1'rportrrrrities, Nt,rvsutrr nt.rint.rint'cl that "citics
nectl to trr cmotir)n.tl pl.lc(.\" to sl.rntl rrtrl.

IilulIlt, irnp.rssionecl for thc citv nrotlt.l rv.ts tlt'vt.l-
()por I).lnicl Iiosc, ch.rirnt.rn of Nctr. \'rrrk-[rast't1
Iirsc,\sroci.'ttls .tnd nt('rlttrcr ()l I-lte Cirtrrrst'krrs ol
llcaI listate (('ltI'i). Rost' r'lisptl1(.11 thcories th.rt tt'r-
rrtrisrrr .tntl otltcr fe.rrs .r rr: tl i nt i n ishing tlrt' rol,.' of
aitics, .l\\.rilinll the nolion th.rt rvealth .rrrcl in[lu-
cnce,r [e .rb.]n(l(n1ir-lll rl rb.l1 ccn lers cn nr,rsse. Iiosc
.rlso clt'rirltrl ()pillion\ th.lt t('cl't11()logv rr ill lc.rtl to
tlcccntraliz..ttion.

"\\'c h.rrc to t.rkc tht, rlcg.rti\(' f()rr'c.r\ts of orrr
s()ci.rl \eicntist\ \\'ith .t gr.1in ol s.tlt," s.ritl liosc,
c()unt(.ring ()n(, (]u()tc oficrctl t,.rrlier in the l.rro-
gr.rnr lr()m l lt'rotlulrrr th.tt "hum.lr't prosPcrit\
rlrles rrrrt abirlc long in the sant(' pl.tct"' rvitlt his
()\\'n fron] Aristotlc tlt.tt sLttcs "r'nen first c()ntc t()
thc citv for s.t[t'tt'. Ther st.tr'()t't t() c.lnr a living.rrrrl
scttlt' t ltt,rt, pr'nlt.l]cnt lv to livc tht' gootl l ifr'. "

"l think thcrr' .rlrr'.tvs rlill bt' tlrosc ()i us \\.h()
ch()()s('t() livc tht'goocl lifc irr Lonclon, in Paris, in
Nelv Yrrk, ;rnrl thosc o[ trs.trt.the oncs to rvlront I

rvotrltl Iikc to thirrk tl.rt'confcrencc h.rs atitlresst.tl,"
s.ricl llrrsc, arlr.ling Itt' bcliclcs Aristotlt, uas
"sm.l rt('r .rntl rnorrl .tccrt r.ttc" tha n Hcrotlottrs.

"Yru calr ('\.tntinc statistics to tlrt'Nth rlt'grcc, [rrrt
still not gt't .rt lh(,tssonc('()f \\'h.rl .t citr, rt'.rllv is,"
\r,\\\rrrn s.rirl. "ln llrr. t,nrl, Irlr, ['r.lrcvc tlrr.r nrrrl .r

Itr,.rrl .rrrrl .r .rrtrl,rnrl,t (lt.lrJ(lt.r."
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n S.'ptenrtre r .1-6. 2002, .rr in tern.r ti1)n.rl rc.tl est.lt('svmP()sium ()!l tllc
str[.rjcct "(llob..tl ('itir:s ln r\rr Era oi CIr.rngo" \\'.]s held .rt ]l.rr\'.rrd
Urrivcrsitt'. fhe 1.ruvpgsr' rrf thc .t'mposittnl \\ils t() cr('.ltc .l [rr1).rd

tt ntlcrst.ltrcl ing of tht urbarr lantlscal.re arrcl tlrc factors th'lt inlPact it lt \'t'ils co-

s1.rqr151rretl by thc H.rnirrd Dcsigrr Scl.rtxtl, I'he Cottnsclors of Rt'al ['-sLrte alltl
'l'hc Roval lnstituti()n ()f ('lr.rrtcrr'(i Sun't'\'ttrs. Thcrc tvt'rt' approrimatcll l5()

Jttcndr.r,s, incltrrlir.tg sonre thirtt' spt'.tk('rs ()r |r.rnclists. Ihis articlc is all
.lttcmpt l() sunlnl.lrile tht'l.rrLrccctlings for those ttn.rblt'to attcnd'

THE GLOBAL CITY TODA}
l'.urclists reflectcr.l upon the honr rgcnizat ior.r ot btriltling clcsigll ancl cr.rlttrrc

rvhich lras c.rtrst',.i tltt' lrss ot lrrc.rl ch.rr.rctcr of citics in gcnt'ral. Mc.rsttrcs
r.r,lriclr nrigl.tt trc utilizerl t() gaug(' the qualitv of .l citv x'otllci incltttle Pol.rttl.r-
tiorr, tlrr.rlitv of liit', ccorronric p()\\'cr, cotlttlltltr:r tinlc .lnd thc cost trI Protlttc-
tior.t. Citit's h.lc ['ccontt'[rl.rccs \\'hcrr'conrplel \\'()rk is.rcc()mplishec] f.rct'to
fact,, r'r,hilc tl.te strl.rurbs lr.rve l.reeomc thc Pl.161'5 rvhcrc tlisl.rersecl intcllcctrral
rvork is aecomlrlishr'tl.'l'lrcrt'arc Irul;c [rria('(liffcr('ntials anrong citit's in tt'rms
oi rcnts.rnrl r'.rgt's. Env ironnrcltt.ll qu.tlitv rvill lrt'a m.rior clcternrill.rnt ttl tllc
strccess of cities in the futurc. (llolral rvarr.nir.tU cttttlti cattst'nrassivt'changt's in
eo.rsLrl gLrt.'.tl ci tit's.

()thL'r f.rct()rs inrp.rcting tlrc futurt'of citit's itrclucle tlemogr.rphics ancl thc.rbil-
itl t() .rttr.lct c.rpit.rl. ln lulurc \'('.lrs s()nt(' 3(J",, trI l.lp.rn's P()pul.lti()n \\'ill lrc

ovt'r tr5, rvhilc ()rllv 10",, of thc U.S. poptrl.rtiotr rvill bc ot th.rt age. [n-['hircl
Worltl citit's, thc l.roppl.l1iq1l is c\'('tl v()Llltgcr. M.rjor fackrrs contrilruting t() thc
.lbilitv t().lttr.rct c.rpiLrl inaluclo tlre rule of latr', tr.rltsl'areltct .lnci trttst. In orcler
t() nttr.rct c.r[rit.rl,.r citv n']ust.tlign its prtrccsscs for tlccisiolr nraking lvith thtrsc
of tlre cal.rit.rl sotrrccs. C.rPit.rl corttrrrls tht'Proct'ss; thcv tlrttst "tlrilrk like tts."
'lhis incrt'.tsing glrrlr.rliz.rtion oi c.rPit.rl .llso ac]tls to the " NlcDon.r ltl iz.rtiorr" of
gkrl.r.rl citics. It is also import.rnt for.t glrr[r.rl citv t() L]L'.1 t r.l nsPort.l t i()n hub.

'l hcre is an incrc.rsing inrlr.rlanct' [rctu'cctt ccotrtttrtic vision .rncl soci.rl vision.
Aspiring irrclividuals in'lhirtl \\irrld cotttrtries rvish thcir clriltirerr hr be etlrr-

catecl ..rt uni','crsitics in tht'Unitcd Strtes, l.rut thct'resent ottr culturc.
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As a restrlt ot thc inllr.rct of lrro.rtll.r.rnrl .rnr.i rlirt'-
Itss eont ntunic.rtiorrs, rvc c.r-r norv slrtitk of "ir-ttcl-
ligt'rrt ciiit,s." 2lst centurv citics [rccomr str,ltegic
notlcs, talking rvitlr orrc .rnotht'r. 'Jl1c gap bt'trvcur
tht, h.rvcs .rnrl I he have-r.rots \\'i(l('ns. An ir.rtt,gratt'tl
tt'orlrl econont\ lc.rrcs out li()",, of thc pL\)ple. In n

ferv yt'.t rs thcrt' rlill lrc 35 eitir's rlith rrr,'cr l() ntil-
lion popul.rtion. Hou tfu l r' r.lcal rvith tht, "trnirr-
tclligcnt cities"? Horl clo u'e t['al u,ith thc angt'r
.ur(l res('ntrlrenl of thosc outsitlc tlrc gIr[r.rl sr, stent?
Tht're rvillbc.tn evclr gre.ltcr nc('(l ior lrro.rtl access
to grrorl ctlrrc.rtior-r.

Artother i:sLrc is tht.olcrlapping govcrnntt,nt borl-
ios wlrich constitute a citr'. (llobal citit's r.rngc fronr
virtu.rl cit\'-st.rtcs t() spr,r \\' I inll rr r[r.rn .r rc.rs rv i tlr .t

nr tt I titttrlc of oycrl.rPping g()\'('nrnlen t trorl ir's .rntl
a rvr...rk ccntr.tl g()\'cnr n1ent.

REFLECTIVE PRACTITIONERS
r\ p.t11.'1 *.',a c()rlstitutcd [,r' L).rnrc ltrtlitlr \1ar hrrr;
policv tlirector of tht'Citv rrI Lontlon, (irvcrnor [.]tl

Rt'rrtlell oi l)crrlrsr'lr'.rrri.r, .rrrtl I'r'tcr tlall of .r l'ub-
lic-P1i1,.11r.' cl('r,clopnrcnt ventrrre in S.ur I)iego.
D.rnrc Jrrtlitl.r lr.rtl just rt,turnctl fronr the Lnitccl
N.rl ior-rs concl.rvt' on grorvth antl tht' ertvi ronmen t

hclrl in lrrlranncsburg, South Airic.r. I-h.rt grotrl.r
.ttloptctl thc (iitv of I-onclon principlcs ()f sust.tinc(l
finance.rntl (l('\'el( )pn1cn t. Tht' "l-orrrlon [)l.rrr"
clcals r!ith tl.te rc"rlitit's ol .rn "inttlligt'rrt citr'" antl
.r 

.l'hirtl l\irrld citV c(F(,\i\ling in tltt, s.rnrt, spract'.

S()n'r(' 29",, of the inlr.r[rit.rnts oI I.ontlrrn livt't'rckru
tht' 1.rovt'rtv linr.', .rntl l hus nrtrst rlt..r l rv i lh tht, neetl s

of thc "intclligt'nt" .rs u't'll as tltt, neells of por crtr'.

Crtt crnor Rt'ntlell .rttrit,trtetl his sr.rcccss in
I'hilaclclphia kr tl'rt' folkrrving: ()nc nrust havt' a

regional .rP1.rro.rr;1.r, irrclucling strpport frrrnr tltc
sLrtc and ljcrltr.rl gorcrnnrerrts; arr at.rilitv to rvorL
rtitlr h,rth Pr'liti\',rl l.rrlir,( ip lhr, 1,rnr(.11 ll(\\l Hr'\ -
ernnrLrrt; a vierv of the cit\' .rs .r [rl.r(-r' tor c('lcbrn-
tion; a iocus antl lrrioritiz.rtion ()l'r th()s(, .rre.ts
rvlriclr nr.rkt' n ait\' grl].rt; .r c()nlPCtiti\(' d('\'cl()[r-
nrt'ttl nrcntalitv to .rttract positivc nc\,r, busirrt'ss,

inclutling l.taving .rvailablc wcll krcalctl, cntitlecl,
tlc.rrr'.1 .il.'* lr'r rl(.\'r.l fnr(,nt; .rn (r[r('n (r,nlnlut)t.
c.rtion rlith [.rusiness;.r rcc()gniti()r'l that citics mrrst
bc,rr tht' heavit'st soci.rl costs irr Anrt,ric.r .rncl .t

foctrs on ctltrc.rtion.

Pctcr l{.rll .rttributccl San I)icgrr's srrcccss t() pr()-
vitlir.tg singlc stop shoppirrg for clc'r,ekrl.rers, conr-
bint'rl rlitlr ..r [()cus ()n lhich brrsinesscs k) .lttr,lat
antl .r u'r'll orcl.restrltccl planning proc('ris. tlt,
cnrplrasizt'cl tht' conflicts nrising tr()nr thc tliflrring
cvclt's ior tlcvc k rl.rnrt'rr t an(l clections.

As is oftt'n tht'c.rst', tlre itlcas ()t thc pr.rctiti()ncrs
u'erc cleccptir t,lv sinrple. fhc t'lcg.rrrcc is in tlrc
crt'etr tiort.

HARVARD'S PRESIDENT:
LAWRENCE SUMMERS
Thc prcsitlent oi Harr,'arcl Unir crsitv ltonorcrl us
rvith .rn .tfter lunchcon .rtlrlress. He t,mphasizetl
tlrt' i Inport.rnct' r rI ccortont ic geograprhr' .rntl tr rb.rn
t'crrnonrics as intcllt'ctull inputs, as \\,ell .ls th('
encltrrir-tg n.1trrrc ()f c()ncr'ntr.rti()n in spr:ci.llile(i
places. I'rcsitlt,rrt Str nrmers cl iscusst'tl the acrluisi-
tion [.rv I lan.rrtl of subst.rnti.rl hncls .rcl j.rccnt to tlrc
pr('scnt rnnlptrs, rvlricl.r n,ill result in .r tloubling of
thr' .rcarlcmic arrr, thus t,mprhasizing Harr'.trr.l's
kccll int(.rcst in urlr.rn ccononrics. llt. cxprcssctl
crttrccm .rboul tlrr'ongoing nriHr.rti()r'r into Thirtl
tr\orltl citics u'ith tlrt.ir tocnring slums. He prcrlict-
r'tl kru' 6lotr.rl infl.rtion .rntl srrrPlus cnpit.rl i()r th('
ncrt clecaclc, rt'sulting in krrvcr intcr('st r.rtcs an(l
r'conomie stabiIit\,. I le nolt'tl th.tt high protluctivi,
t\ rr'.ult- in I\x'r frir irlll l\,\\(.r.

In rcsltottst'tr) .t qtter\', presidcnt Sunrrners st.rtctl
tlrnt he qu('sti()r'ts whcther rc.rl cst.rte u,illbccome a

sep.rrate .tc.rclt'mic riiscipline. Trr clo so rvorrlcl
rcr.ltrire thc nolion that re.rlost.rte has scpar.rte an.r-
lvtic.rl trrrrls, nrr'thoclologl ancl tlistinclive rescarclt
s('p.rr.1tc irom [in.rncc or gtrrgr.rphrr I le statccl it is
mort, likelv tlrat reaI t.st..ttt'rvilI rt'nt.rin.1 "1;11bjcct,"

sinril.rr to mantrf.rcttrring or t()rlrism. A comntenta-
tor rrotctl thc paraclrr bt'lr|et'n the rlcsire to link
re.rl r'st.rtt' into tlrc c.rPiLrl nlarket .1s:ict alloc.rtion
in vcstnrcnt tlecisiort l'rocess rlith toLr l translr.rren-
ct ancl tlrc tlt'sire to h.\'c rc.rl cst.rte .rs .l scpar.ltc
.rc.rtlem ic tl i sci 

1.r 
I i rrc.

ECONOMIC FORCES
'l'his p.r11q'l r.rist'd tht, issue of rvhv one rlotrld or
n,oulcl not invt'st in a particular citv. Statisticll d.rLr
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Thc "Lorrclorr I'l.rn" irrcltrclcs cont[rr,.'ltcnsir c .rn,,l

crxrrtlin.rtetl nr('.rirrr('s dcsigncd to tlr,al rr,ith thc
isstr,.'' of tr.rr'r\p()rt.rt i()n, rr r['.rn irr-f il l, putrl ia-]rri-
\,.rt(, p.rrlncrslrips, voluntet'rism, t'clueation, he.rlth,
soci.rl sen ict's, crinrc, .rffortl.tblc hotrsing .rntl a
jol.rs-housi ng [r.r I.rncr', rvitlr not]r.s of tlt'r'clo[rnrerrt
n.t iv it\



wer('pr('scntcd concerninll ()\'cr 500 busittt'ss relo-
c.rtir.rn tlccisions .rrrtl rvhich citics rlerc thoscn.
Prinran' issut's bcarirrg on tlre tlccision incluclcrl
rulc of I.rrr', Pr()pcrtv riBIrls, ten.rrlt rights, t'trforcc-
a['ilitv of the l.rw cosls, "irrtclligt'rrt" ir]lr.rstructLrrr',
st.rbilitr; transpt)rt.rt i(m l()gistics, qrralitv of li[t',
ctluc.rtt'tl w'orkforcr, anrl ca pital rr';1 l.rbilit1.

Si gnif icarrt cliseussiorr occtr rrcrl c()nc('rning (l()ir1ll

busincss in Pl1ce5 like Ilrrssi.r arrtl ('hin.r, rvhcrt'
ont, Itas to knotl ont"s p.rrtncr.lrd.lcvcltr[..r senst'
of trust. ()ften thc rulcs .lrc n()t kn()\\'n, rrr ntadt'
knorvn, bv thc loc.rl partner. C)ftt'rr tht'lrrcaI 1,.rrtnt'r
is attenrl.rtir.rg to re*'clc flight capital. 'lhe agentl.rs
nrav bc compk'tclv different.

THE FABRIC OF CITIES
In orclcr to pr()\,idc.r suslainatrlc cnvironnrcnt for
both thc trusint'ss arrtl tht' host cit\; thc businc\s
nrrrst beeomc conlnlittcd to ljnVir()n nrcnt.r I nl.rn-
.lg(,ntent, cmPl()\'r,c r ttlturtccring, conrnlunil\' ()ut-

rcaclr ancl corporatc phil.rnthrop'r1'. Tlrcrt' mtrst crist
an crplicit or inlplicit public-pri\irtc P.rrtncrship.

An effcctive t'rplicit ptrl.rlic-1.rri'iatc [r.rrtttt'rslri]r
rctluircs .r nrc.rsrrr.rblc [rut]Bet for sustain.rtrlt'
clcvelopnrcnt. Such a putrlic-prrivatt' burlgct b.rl-
.-tr-rccs tltc ncerls for t'crtnonric grorvth, cttvironmcn
tnl manJBenrcnt, .rnrl social rt'spronsi[rilitr'. Each
sir.lc musl (rgrce up()rl tht' rcsources that thev n ill
contributt'to the btrrlgct. ()r.te slroultl not spc.rk ()f
traclc-oif. bctrlcen cconornic grorltlr .rncl soci.rl
c(,sls, brrt of a bal.rrrcetl [.ruclgr't which sustains
[.rot h.

A l-.rnclist .rttcmptc(l \,.llinntl\' to rlcscrilrc tlrt'
inrl.ract oI nr.rjrrr rt'scarch uni"'t'rsitics on urb.tn
grou'th, trtilizirrg thc Nlass.rchusetts lnstitutt' rri
Teclrnologt"s sp.l\\'r'ring o[ .r bio-tec]r intlustrt
rlithin its cnvirons as.tn cram[.rle.

JOEL KOTKI N, PEPPERDINE UNIVERSITY
.,\s a p.rrrelist \'lr. Kotkin tlcscritrccl thc tr.rtlitional
role of citics. M.rnt' citics ,rrc sacretl in thcir origins.
Tlrcv cre.rtc .r prrcr'ption of s;tfetr', oitt'tr corrt.rinctl
bv protectivc wtrlls. Thcr' .rrc [rusv [.laces, fillctl
rlith celchratirrrrs. Thcv crc.rte .r "c.rsb.rh etonomr"'
fillt'rl n,ith v.rriorrs rn.rrkets. A nrajor problt'nr n'itlr
crlrrcnt citics is thnt thc up\\'.rr(llv nrobilc imnri-
grdnts nr()vc ()ut. li) sust.rin citie!' ort a prrsitivt'
sc.llc, tlr(' ccluc.rtcrl nridrl lc cLrss must [rt' attr.rctetl
back in.

It is difficult to judgt Toltat makes suclt a
stltnlrosiurrt d sficcess. T'he issuas ara ofta

too ephenrcrnl ard cornplex for dn ifldit,id-
,tal to deal u)itlt. If enclt of the -150 

lrdrtici-
pa ts were to becttnte fiotiltated I\l tlrc

eaent to becoma engngad in thtir o|e,t citV,

tlrc sqmposiutn night lre ternrcd n s,rccess.

Mr. KotLin also scn'r'tl as.rn.tftt'r clitrncr spc.rkt'r.
His rregativc prcrlietions .rs to the ttrttrrt' of thc
gLrbal citr' .rn'.rkencll the p.rrticipant\ to spirittrl
rcjoinrlers. N1r. Kotkirr \t.rtcd tlr.rt scvcr.rl global
citit's art'rrot intclligt.rrtlv lrrcatt'rl. flre rising m.rss-
es of unclcr t'tluc.rtctl fronr thc fhird lVorld l'ill
,-'nrl trrlr.rnisnr .ls u't' kl]ou' it. -Icrrorisnr lrnclcr-
nrir.rt's ilrsurarrcr, anr'l thus thc.rbilitv to finance
titir'.. llrt t'lrlt. .trt' nrr,\int,)ttl ,,1 ,,iiti.''. r,r int,'
pr()tcctc(l rtorlrs in thc ferv "intclligerlt" cities.

CROSS BORDER CAPITAL FLOWS
TIris p.rpgl rliscusserl tlrc statc of thc glotral rcal
est.rto c.lpit.rl markets. It wrs cmph.rsizcrl thal
thcrc is no sr.rch thirrg ns n glotrnl renl ('sL1t('indus-
tr\i but r.lthcr .r scrics ()l local markets, t,.rch oI
rlhich rctluirt's local p.rrtncrs .rnrl specializcd
krrorvlctlgc. Il('.rl est.rtc is.tlrovc.rll Ite.rI itr n.rture.
Il!'nl cstrte cnpit.rl is .r rcsiclu.rl to tlrc corporatc
c.r[rit.rl nr.rrkcts. Capital l'ill alu'.rt's florl irrto tlrt'
higher rt'turn [.rusint'sses. ()r'cr tlrc ncrt fcx,r'clrs,
rcnl cstnt('is l'erccivr:rl as oiicrirrg positivc rrturns
on.r risk atljtrstcd [.'asis, rvith grrrcl casl.t flrrv.

Etrrrrpe.rn invcstors (l() n()t sec thc necrl for foreign
cal'it.rl, .rlthotrgh tltev srt'r'tt to havc prlcntl of it.
J.rP.rn.rP1.rc61s to b('shuttinll tlor'r'n the n].trket t()

forcigner., thr()ugh rcstrictive nrlcs .rnrl rcgul.r-
tions. -l-lrc U.S. nr.rrket is morc tlisrul.rtt'tl tlran
nrccts tlrc evc. In ccrt.tin aitir's, nr't citi'ctivt' rerrts

arc closc to zcro,.r[tcr tnking ir]to.rccount tcn.rrt
inrPr()\'('nrcnts, frcc rent, conrrlissiruts, .rrrl tlrc
like.

THE FUTURE VISION
l'he final [.rant'l attcmptccl to bring thc svnrposiurrr
to a clost'rvitlr .r vision for thc futurc. I-hr [',rolrlenr
oI Irlv r.lensitr'.rncl krng contmutation timcs lvill lre
rcsolvctl bv corrgestirtn. ( ongcstion c.rn bc scen .rs
.r [.ralancirrg n]ech.r'rism. \!hen it beconres irrtolcra-
hlc, \l\lllYs (not in mv backr'.rrtl) finalh't.rcgin kr
rt,lax anrl .tlLrx for h ighcr tlensit ics. I hc onlv othcr
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s()lution is t() tr,rvr'l \r'ith.r CD P1111,r, .r cup ()i co[-
tcc .rnd .r highh'.rttractivc sc.rt nr.rtc.

Wc arc crrrrentlv urbanizing .rt tht' ratt, of 6() nril-
lion persons.r vcar. Urban art'.rs rlill gr()\\'t\\'cntv
folrl in a singlc ccnturr'. The avcragc U.S. ltrson
rr-'tltrircs l().rcr(,\ t() su\t.1in lifc; in thc Third \\irrltl
it is .r singlc (rcre [)cr l]crson. \Vc t'.reh throrr' .rrr'.rv
2ll pouncls of g.rrlragc .t $'cok. 'l l'rc solutions .r rt' to
c()nservc thc places w'c havc.rlre.rclv m;clc, rather
thar.r building ner, 1.rl.rcg5, and h(,lpinll thc Poor to
trccome rich.

(,rc.rt citics h.rvt'.r soul. Thcr'.rrc grc.rt m.rrkcts,
ccnters of lr.rrning .rrrrl ccntcrs oI t'nte rtainmt'nt. ln
I.,r.rglanci ct,rt.tirr resirlenti..rl tlcvelopnrents h.rve
I.rstecl for htrnr'lrccls of vears. Tlrt,r, tcr.rri to bt'non-
line.rr .rntl surrourrtlccl bt. greerrbt'lts. Trvo m.r jor
thrc.rts to citit.s .rrc thc. cost of housirrg .rntl tht'
tlrreat of risirrg sc.rs.

\co-M.rlthtrsi.rns h.rvc bccn n.r\'-sJvcrs forevcr. r\
hrrnrlrecl \'(\lrs dll() the m.rinten.rncc oi enotrglr
horscs u'.rs st'trr as tl.rc Iimiting factor in the grou,tlt
of cities. Wh.rt is rctlrrired is leatlt,rshil.r, entrcpr('
t-rcu rship-r, rrrltrntccrism, .tntl cd trc.rt ion.

A c()nlmont.rt()r nrt'ntiorred trvo lrrrrks. In JJrr'

lllystu'ry trl l\i'rrllir, Thirtl \'Vorlci econonrist
I It'nranclo f)t' Solo nr.rkes thc grpi111 th.rt tl.rc I hirrl
Wrrltl has substarrtial wc.rlth. It iust cannot be
tunlockc'c1. This is so trccarrsc tlrcrt'is no pcrfcctccl
titlc or clcctls rlhich c.rn bo fin.rncetl or tr.rtlerl; no
strt'ct aclclrt'sscs; n() illc()rp()r.rl('d [rtrsirrcsscs .rrrtl
tl.te like. Thrrs nruch of thc Thirci \\'orkl c.rpiLtl is
rlc.rtl. TIrc uitv to nr.rke it .rlivt' anr.l protluctivc is
thrrruglr erluc.rtion. Ilobcrt Kapl.rn ir.r An F.ntpirt
lVr/r/i'r'rrcss nr.rkt's lhc samr'p()int atrout citics in tlre

Unitccl St.rtt's, clroosing [.-.rst St. Louis.]s an (,\.1nl-
ple. In tl-tcsr' .rrc.rs therc .rrt' no tlcccls, no rccortls,
no cn('rg\i ancl rro vision, rnuclr .ls in tht' Thirtl
Worltl.

In mant'ol otrr citics, strclr .rs Nerv York, I-tlntkrrr,
CI.ric.rgo, I.ist.rorr, D.rll.rs Sh.rngh.ri, .rnrl l.os
Angclt's, rvc h.rvc co-nringletl "ir.ttelligcnt" cities
rvith 'l'lrirti lVorltl citics. Ihe problcms .rppc.rr
insurmou nt.rtrle . What c.rrr anv single in,.livitluaI
rlo? ()r.rt' t'ranrl.rlf is th.rt st',"t'ral of thc p.rrrt'lists
rrrluntet'r in llrcir ou'n citit,s rlitlr the tlis.rtl"'.rn-
tagttl in n'rt,rtloring progr.lnrs, to assist tht'nr in
thcir crlucation. Fir.rlncial aitl is alrravs inlp()rLrnt,
but f.rr nrore inr[rort.rnt is ()ne-()n-()ne pers()nil con-
tact arrtl ntt.rttoring. In th(' c.tst' of some "s.tvt'ti"
chilclrcn, tht'nrcr.rtor l.ras put in .r tcn-vcar c()nrnrit-
ment to.rsriist tlrc chikl. Thcrt.are obviouslr'.r rvirlc
r'.rrietv of rvavs in rvhich inriivitiual svmpositrrlr
.rttend('c\ a.ln bcc()n1e involvctl irr their citics irr .r

pro-.lcti\'(, nr.rnncr.

It is tlifficult to juelge rr,h.rt nrakcs such.r svnr[i()-
sium.l surccss.-fhc issues.rrc oftcn too ephemt'ral
.rnc1 corl[.rltr for.rn inc]ivirlual to tle.rl n'ith. If c.rclr
of thc l5l) p.lrticip.lnts wcrc to l.recome motivatetl
bv thc cvcnt to lrecome cng.r1;ctl in thcir orvrr citr',
thc st nrl.rositrrn nright bt'tt'rnrt,cl .t succcss.
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COMMENTARY

SERVICING THE GLOBAL CITY
llrt l)rut itl Rosc, C/(1.

/i('r,,/rrks./i1),,r t I t t' C, I ob t I Clf lt's .Sr/rrrposlrr lr
I liri\tnl LIttii't'r>it11, 5.1)tt'tttbt't 6, 2002

cccssan' blrt rrot sufficicr.rt" is hrrrv thr'relatiorrship lrctrvccn rrrvgt.rr
and firc is olten rlcscriberl, ancl lht' charactcristi(\ ()[ grr.1t glotral eitit's
fall inkr llrt' s.rr)rc catcgor\,.

Ihose citics.lrr,(r'nt('rs l.rrrrr.r[rlc t(]r thr' intcrn.rtion.rl t.reh.rngc of c.rpit.rl,
rtlt,.rs, 1;oorls. .rr(l pf()plc, .rncl for tht' gt'ncr.ttiort oI r'conontic ralue otri oI
irlt'as. Ihcv nurturc tlre conlnrur'ri(.rti()lr .rn(l int()rnl.rti()r'l tcclrnolrrgv tlr.rt
fin.rnci.rl netu orks rt'lv on; tlrev reu artl higl.r risk invcstnr('nt\ rvith cvr-'n high-
('r r(,trrrns; ancl thet' .lttr.)ct thc pe()[rl('tlrnt Ir.rkc tht'sysl('r't't tyork.

Iirl.rt'rit'ncr h.rs tlt,nrorrstr.rtctl th.rt tlrosc rvlro c.rn, shun thrr'.rts kr thcir lrhlsi-
(tl \ntetv antl avrricl p()liticill jrrrisdi(tions u'ith high ltrc.rl t.rrcs.rnrl p(x)r s('r\'-
ict's. ()n thc othcr h.urr.l, th('\' .rrc .rtlr.rclc(l tLr citics rl'ith goocl trans[r()rt,rti()rl
f.reililirs, rvith lelconrir.rg public spne('s arrtl social |r(\)(\'nnd, .rbort'.rll, n'itlr
r('( r(uti(n].il .rrrd ctrllur.rl .lctiviti('\ th.rt c()nre untlcr tlre ht'.rtlitrg of "tlualitv of
lik'."

l!ilh approp.r1i.11(' inirastrtrcturc, .rn t'rltre.rtt,cl p()pulnti()n f(tr supp()rt, antl r!itlr
.ln ('r'rc( )u r.rging p()liticnl clim.rtc,.r critic.rl nr.rss oi t.rlt'ntt.tl people \\'ill \(\)n
J\\r'nrblc. fhc st.rgt' is then sct irrr .rn .rgglorner.rt ion oi highlr, slrcci.lir('(l
leg.rl,.rccour.rtir.rg, high-lt'ch c()n]nrur'ric.)ti(nr, constrltirrg, atl\'crtisir.rg, fort'c.rst-
ing, t'rrgincering, arrtl othcr scn'ices rvlrich intcrnational fin.rnci.rl ccnters
rt.tltrirc totla\'.
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ln .rn .rgc of rvonrlrotrs clcctronic cortrnrtrr-tic.ttiort, c.rst rtalion.rl .rnrl intcrn.r-
tional travcl, .rn,.l rrrlarkablc prroit'ssion.rl nrobilitr; nrirlrllt'arrtl uppcr nrid(llc
tl.rss Popul.rtirrrrs th.rt bring chn.rnrisrrr l().r cit\'.rn(l rel.rte rlell to thc rrorltl
(rc()n()ntv can livc \\'h('r('\'('r tlrcl cl'r(x)\('trr livc. Antl rlltt'rt'tltosc bright, r'rlrr
e.r['(1, cre.rtivc, arrr.l tlt'namic tt'lres clrrrrse to live .rntl rvork grc.rtlr' .rilt'cts
rlhal takes placc tlrcrc, global nctw'orking incluclerl.



Iiuclolph Clitr I iar.ri's rlr.rnratic succt'ss irt l()rl,('rir.lll
crime r.rtcs .rntl trrrsiness t.rrr.'s elicl 11()t cre.tte lhc
Nt'ry York husincss l.rtxrnr of the '90s but it pcrrlit-
t('(l it k) l.rn(l thcrc ratht,r th.rn somcrvhere elst'.

Thosc eitie's tvlrich Iravt' iolkrtlerl Iris lr'.rrl havc
bencfitccl .rccortlinglt,. I.rkinl; st.riouslt, snr.rll
crinrcs ("tlrc [rroker-t rvirttlorr"' svnclronto) ancl
carcftrllv arralyzing aurrcnt crirrrc (lnt.r (tlrc
C()nlpst.lt pr()gr.rttt) rt'allt' ,.l o P.l\ ofl, .tnd rve
nou knorl tlr.rt lorycring t.txt's c.rrr intlt'ecl
incrc.tst' rct'eltttcs.

(irrrtl rt'laiI Lrrrtltts, gootl heath cart'f.lcilitics.rrr(l .r

n'itlc clroicc ol housing arc tlr'sir.rtrlt'; btrt in a frcc
nr.rrket econorrr\', uell-tr>,.lo p()pLrl,rti(lr\ can ()Llt-

bitl otlrt'rs for clroier lrotrsing; thcl ritn.rlforrl pri-
rirlt'cloetors for rlhat ails tht'nr; arrr.l thev cin pur-
clrasc rvh.rtcvt,r gorrrls thcv n'ish.

(irrrtl t'rluc.ttirtt.r shottkl itle.rllr' lre .r ttnivt'rs.rl frce
goorl; [.rut s.rtllv it isn't.

'l'lre rvitlt'sprr,.'.rrl failurc ol public c(lrrc.rti()n is the
gr(\rtost tr.rg('(iv in Anrt'ric.rr lifc totl.rr; trot orrl]'
for glo[.ral citv tr'1.rcs blrt for all tlrrtst' n'lro c.rnttot
.t iir rrcl private schrx rling.

-l-hc 
favor.r[.rlt' cx]r('ricna(' of tlrc n.rtion's p.rroehi.rl

sclrools rlith tlre sarle inner-citv sttrtlenls f.riling
in the ;.r11['rli1'schrxrl' (ancl .rt .r [r.r.ti()n of tht'pgr
c.rpit.r e()st, trxr!) intlic.rtt's that tht solution lir.'s in
rrvcrs.rl oi etlrrc.rlion.tl .rr.ttl soci.rl polieics th.rt
orrr ptrblic rcfus(,s t() rccognizc; but tlr.1t (.rn
clrarrgt,.

It'rh,rps thc elav rlill rcturrr u'hcn \t'rr'\irrk's pr1[r-

lic sclrrxrls ag.rin p11rd11('g liter.rtc arrcl numerite
gr.rtlu.rtcs .rrttl rr ht'r't rrur l.ruLrliL colk'gcs agairr pro-
tlucc Not,cl I'rize w'irrnt'rs, as thcv tlitl [r('l\t'e('r1 tho
trlo \\irrlrl \\'.rrs.

[:or nol', ecltrr.ttior't is rrtrr grt'.rtcst gor r'rrrntt.lrt.rl
i.rilurc; .rnrl Nt.rv York's glob.rl rvorkforcc rlill tt'ncl
t().rttr.rct singlc or ehiltlless ir.ttlivitltr.rls ancl tlrose
lrho livt' in the str[.rtrrbs ()r \\'l]() c.r'l .rfforrl prrir'.rtc
schrnling.

Irr othcr m.rttt'rs, Aclanr Smith's "irrvisiblc lranrl"
n'ill, it Pcrrlitteri, soon till- l()r lhosc rvho e.rn

.rfforr.l it -rvh.rtevt,r neetls t()\'crnntent rlot's rtot-
Antl u'e frec n].1rket entrepr('rreurial tt']rcs.rrc thc
fingrrs of that "ir.rvisibl,.' har.rtl."

Tha globnl cittl oI torfiorroTtt ruill hazte thc
grauittttio,rcl pull to attract those utitlt

the skills art.l talents, aducntiotr and
,rtindset, that the cuttirg edge octittities of

our tirfie dt'mnnd; nd luufiofi capital is

acknoToladged todnrl as importarrt as

financiol cal,ital.

Ii) lrr'rtornr succcssfullr', rlc ntust unrlt'rst.rntl, .rn,.l

nntieip.rtc.rnd fill thc rrccrls of s()plristic.rtcd clil:nts
rlith conr[rlcr rt,rlu irenrcnts.

lf Toh o is .rn t'rl.rortt'r ()t c.rpit.ll, .rnrl Lontlon .r

pr()c('ssor oi c.rpit.rl, antl Nov York arr inrportt'r
.rncl 1'rovitlcr of senices for c;pital, thcir ngents
nrust be in t'fficit'nt crrrrt.rct. li Kttal.r I-umpttr is.rtr
irn[r()rt.rnt m.rrkct irrr [in.rrrci.rl futurcs antl
Sing.rl'orq' for ctrrrcnc)' trnding (nnd tlrt'r'.rrc), tl.rcir
.rll!'r'rts nru\t bc ilr c()nt.rct rvith colle.rgues in Nt'rr'
\irrk ancl I-rntlrn, Tokxr anrl ['.tris, Frankftrrt.rntl
lloston.

In nr.rnv tt,pes of financial activit\,, coop('r.rti()n
r.rther tl.ran conrpetiti()n is thc ortler of thc tlav
ancl linkagc r.rther tlran isol,rtion is tht' goal.
Citit,s m.rv c()nrpetc. but toclav incliviclual firnrs
o[tclt coo[rt'ratr,.

Antl we, thc elr I reprcneu rs, must helP the global
aitV pnrticip.rnts rrrcet tlrcir nccrls anrl .rt.r charge kr
thcnr gre.rtcr tlr.rn ()rrr cost. Wl.rile thcr, .rrc involvcrl
in nrarkt't -m.r kirrg, rrrrclcrl'riting, nrt'rgcrs arrci

acqtrisitions, risk nr.rn.rgerlcnt, .rnd so forth, lvc
supplv thc [rl.riiorm on l'hicl.t tl]('\' opcr.lte.

\\'1, nlust provi(lc thrnl l'itlr 1'hvsic;rl prcmisc:i, thc
rurit.cl scrvices thcv rt'lv on.rnd .r contt'rt in which
thc\'(.rn ()pcr.r tr, srrcccssfu llr' - for thcir bencfit, for
ours, .rncl for tl.tat of thc' cities in rvhiclr thev oper-
atc. ,\nd \\'c nlust r|ork to m.rkc ()rlr respcctivc
citi('s rr()r(, rcc('ptivc to tltose btrsiness antl profcs-
sional actilitics.

Iror llre urt.r.trt gener.rti()n of the 1960s to tlrr'
199()s, btrsirrcss w.rs sccn.rs.r "c.rsh -,r*," 11,host'

t.l\rrs P.ri(l t()r B()\'crn nrcn t-supplicd soci.rl st'rvic-
t's for the rrrb.rrr poor; totlar', btrsiness nrore oftcn
is sct'n .rs thc provirlt'r oi jolrs th.rt pcrmit people
t() t.lrn ine()n1cs rvhiclr cn.rtrle thcm to takc c.rrc of
thcnr sr'lves.
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In thc previrrtts llcner.rli()n, tlcnr.rgrrgit, or rrris-
gu itlccl l.roli ticians .r Pprl ictl m unici p.r I rcvenrr('s t()
srtbsiclize sl'tort-ternt e()nsuntpti()t1 r.rtlrcr th.rn
krng-ternr ilr!estnt(.nU thc clt'.rrcst cx.rnrples are
\r'rr \r,rk'' r[,r iri,'rr tr, rart. tltL, irrc ri,nt larr"' .rt
tlre txl'rt'trsc oI brriltling thc St'conti ,\r't.rruc .trb-
rr'.tv or tr.rtlinE tlrt, [rt'nefits of thc rt'nr.rrLa[rlt,
tttrtlurgrountl highn'.rt' .rncl rir t'r iront p.trk s\'st('n.l
c.rllcr-l \lt'strr'.tt for subrr'.rr' ()pcr,ltillg strt.rsirlies.
lirti.tr; at Irng l.rst, c.rpit.rl inveslrrcnt in inlr.r-
rlru(tLrr(. i* l,.rr k r'n llrt. ,rgt'rrJ.r.

Ht'althv citit's tocl.rt arc \ccn n()t s() r)tuelr .rs \r'lti
clt's for u'e..tlth tr.rnsfcr.rs for u'c..rltlt cre.rli()lr, n()t
so nlucll .rs tlrrror. t() th()se ()n tht'lrottont .ts c.tt.t-
It'sts of uprr'.rrrl nr()bilit\ i()r intmigr.tnts antl oth-
crs, n()t s() t'nrrclt J:i thc hontc ol \t.ltie business
.lctiviti('s .rs tlre inerrb.tlrrr ol ncrt [rtrsir-tt'ss cnter-
[rrists, r'r('\\' irlcas, nt.r! eu I tLt r.r I [()rr]rs tlr.r t f lorr risl-r

in this nerr rvorltl ol pri\irtirnti(nr, tlc rt,gu l.r t ion,
.rnrl rl ig it.r liz.r t ion.

Altlrotrgh tht, lirst st.rHc ()t thc lrigh-tcch r(,\'()luti()n
trrrk P1.11-1 irr thc sh.rtlou ot univcrsities, thc n(,\t.
t'x1.rlosi vt' st.rge (dcsi gnirrg so[t rv.rrc content antl so
fortlr), is hking 1'rl119 in thr crc.)tivc s('cti(rns ()f
rlyrranric cities, oitr'rl in lhc rt.evclerl ntantrfacltrr-
ing prr!'11115ar,ri.-l pr('\'i()us cc()n()nrie cvclt'. lt is not
sr.rr1.rri5illg k) [irrd th.rt in Nerv Vrrk, for t'xanrPlc,
tht'rr.rssitc rrltl Lch igl.r-St.r rrt,t t freight \\'.lrclt()use
is lotlav the .rcltlress of choicc for cuttinll ('(igo l1('w-
nr('(l i.1 c( rnrp.rnic\.

Citics lik(' I)c'troit or I'hilatlclphia (hriorc
Cirvcrnor Erl llt'nrlt'll st,rvctl .ts nl.lv(,r), \\,ltich
inrpo5(,11 pLlnitivc t.r\cs t() sLtpp()rl s\\'()ll('n public
prvrolls ()r rvhich reg.rrrlrcl thcir Poliee clel'rart-
nrents.ls "p.rrt ()f thc:i.ll(,t\'fir()[]lcn], n()t .l\,] s()lu-
tion," rvitnt'ss('el [rninful cconon]ic .rntl clt'nro-
gr.lPhic (lcclinc in thc s,tnre tinre framt' irr rvlricl.r
cities Iikc Nex'York, rr,hieh tl.rirrk.rncl .rct (liffcrrllt-
lr'. h.rvc ilotr rishcd.

Irr Anrrric.r toclar', tlrr' [rt'le.rgueretl citv oi
Cirrcinnnti looks rvilh \\'()nd('r .11 nc.rrtrv
Irrtli.rn,r1.,rli.; .,rp111.111.11.,a in I )t,lrr,il,rru p.rirrItrlli
a\\'nr(] ()l tht' positirt' rlt'r'elo[,rrrcnts in (-levcl.rnrl,
.ln(i thc !\,,r(l ir sIrq.,1qli11g ln IrLrr,,1.r., (,\'cr\ r,,i\
.r\\'.rrc ()f tht' erciting rcsur'gcr'rrr' ()l Sp.lin's
B.rreelon.r .rnrl oI the fit,rce [.rrol,lems oi
Nlancltcstcl I:nglarrtl. (oP('r1l1.rg.',')'' triumph oi
thr' pg1l1'5111.1,1 rrver tlte .rutonrobilt' is rlr.ll knorln,

ancl Ililbao, rvhosc Fr.rnk (iehrv ntust'unt brougltt
t() thr citl in its tirst thrct'r'rtrs over 55()() nrillion
irr t'cortolnie activit\'.rnd ()\'r'r lil00 nrillion irr nerv
t.rrt's (uhielr rca()up(.(l its cost), is tlrt'rt' frrr .rll to

In Nt.rr' \irrk, thc qtrintessenti.rl gIr[r.rl eitv thc
(r)nrhined inrp.rct ()l tlrc \\irrld lr,rtle ('t'ntcr tlis.ts-
ter anrl ((ioci \\'illing) t hc 2() I 2 ()l\'nrpit s cotr lel leatl
to clr.rngc: r)l.rkir'rg \r.\\ Yrrrl tht'rtrrltl's iirst tnlll
2lst ccnturv rr('trop()lis. ()rrct, u'c tlisntiss tltc
cqu.rll\, ill-,rclVis('tl itlt'.rs ol rcst()ring ('\.tctl\' \\'h.t
rr'.rs tlcsttoterl ()r ()[ (rcatinl].r l(r-.rcr(' ccnretcr\;
s()nrr'thing r\'ontlrrttrl e.rn (.nlcrg('.

'lhoughtful ()[r\(,r\'('rs lrnclcrsl.uttl tltlt l.()\\'cr
ivl.rnhatt.rn h.rs .rlrr'.rls h.rcl .r rcl.rtir,clr' [')()()r tr.1ns-

P()rt.rti()n net\\'()rk c()nlp.rr('d k) th.rt rrI miclt()r!r'r.
\\'e nrrrv h.rvc .ln ()pp()rtunitv to nt.rlt' tlte .rrc.t .r

nr.rs\ tr.ursit rlrt,.rm cornt' true. Irt'tler.rlh'-[trrrr]erl
ittrPr,rr r-'nrt nt r'r r'r'r.'l\. lr.lnrit rr ill I,r, tht.L.it.rlr.t ior
the rvlrolt'rt'clt'r't'lol.rnrcnt t'ffort, rvlticlt c.lt] trlrn J
forr:rr.'r rvhilc-coll.rr ghcthr irrto a f-l-hour, scven-
cl.rv nrixcrl trse par.rdisc u'ith oitiee, housing, ret.til,
hospi1.11111', rL'cr('.rti()nnl, .ln(l cultur.tl f.rciIitics irr
Prt)1-rt,r [].1 l.r 11cr'.

An apPpqrp1111(' rncrlori.rI for tlrr: Workl I'rarlt.
Cerrtr'r site is.r scrrsitivo srr[-riecl lrec.rusc rt'otrntls
art' still rarv antl an rrlrr.r'trotional ercltlngc oI
viL'\\'\ is n()l vct p()ssible. Nt'rr'lr'-bcrc.rlerl iamilit's
lr.rrl Iilllt' inlcrr'rl irt tlrc lort$-h.'rnr .r\fr'(l( (,1

rrrb.rlt (irsillrl ()r rrgi()n.rl plarrnirrg, .rnrl signific.rnt
timt' shotrltl p.rss b(,fore import.rnl irrcvoca[.rlt,

itrrl grlcnts .rrc rrr.rclc.

'I ht' nrcnrori.tl nrotlcls most ott('n suggcst(,d .rr('
()kl.rhrrm.r Cit1,, I,earl I lar[',or, Iliroshinr.r, .rrrcl tlrt'
Yietnam \lcnrori.rl in \\'.rshington, [)C, th(,first
eonVet'ing a tlecP sc1ls1' of s.rtln(ss, tltt'seconti ont'
of st'rt'nitr; th('third oi tlrc necrl for crluc.rtiorr, lntl
tlrc l.rst ot re n1('n l [r r.t n c(,.

I bclit'r'c the irlc.rl nrorlrl is l'crielt's' lrrillianl
rcbtriltiing oi lhc i\thenian .,\erop()lis .rftr'r it\
(lcstnrcti()r'r Lrt'the l't'rsi.rrr King Xcrxt's in -lli0 B(',
sinct,the (,rcek grr.rl \\'.ls [r()tl'] trr rt'mt'rrlrer.trtrl to
arc.rt(', t() rrcnt0ri.tlizt, .rnr.l to rnolc hrrrr',rrcl. Btrt
r'\'cn tlrc (lrt'cks lct tlrt, itlt.a sintntcr tor .r ntrmbt'r
()f )'(',1rs.

lncitlt'nt.rllr; clr'n th(. [riblical [.rooks of No.tlt,
I).rnir'1, .rnrl lot' .rll crrrl oll .lr'r upbent n()tc, .lnd it
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\\'()ul(l [re \\'ond('rlul ii tht' \!orlcl li.rclc Ct'ntr'r
storv coulci, too.

lf Nctr' \irrk r.locs gcl ()lvnrpic appror'.r1, lorrg ovcr-
cltrc rrr.rss tr.rnsit to ()rlr .rirP()rt\ l ill [rc s[rurret],
our 6()l) nriler oi Ltntlt,r-tttilizt'rl tvatt'rfrottts tvill [re
JCti\'.rt(.d, rrt'rv hotrsinll [or thc ()]t'nr[ric .rtlrlttcs
rvoultl t-rc .r l.rstintl It'g.rcr hrr rrrrr trntlcr-housetl
nriclrllt'elass, antl (cren .rt J billi()n tloll.rrs .r milc)
.r strtrrr'.rt' e( )r'lr'r(,at i()r'l tr r ntir.l to\\'n f ront .rn qlr.rntl-
t'cl Jar its Ctrnr cntion ( r.ntr.r .ur(i .r nr.r jor ne rr .rth-
lctic star.littnt rvrruhl rrraI..t'st'rtsr'. Ihr cvcntual t.]\
r('\'('r'ru('\ fnrrrr lht' rr'rlt.r't'lopcti prcscnt \\'.rst('l.lnal
r\,rtttltl nr.rkt' th('a.rpital eost .r grrrtl inYcstnrcnt.

Citir's lik(' n tl.rnt.t har t, l.rrgt'lr' \\'.rste(l thr'ir ()pp()r-
tlrnitits; but ll.rrct.lrrt.r sltotltcl horr' ()lvnrpic pl.1p-
nillll c,rn take a eilY in thc tlircction it \\'.rntcd k) go
itt cre.rtitrg .l s('ttillll *,htrt' eivilizcrl lre()plc c.tn
lcacl a satis[r,ir.tg .rntl ltrllilling lift'. 'lhc ()lvmpic
inr1.act on Nt'rv York rvoulcl [rt'ercitir.rg,.rnrl rvouk]
r-l'l.rk(. it ev('rl nr()re.rttr.rctiYe to gltllraI nctr.r,rrrking
tvpr's.

'lhc gkrb.rl citt of tonrorrorr' \\'ill It.tvr' thc gravita-
tiorr.rl ptrll l() .rttr.rcl thost' rvith tht' skills anrl tal-
ents, rduc.rti()r'r, ,rntl nrirrr.lst't th.rt tlre cuttirrg cdge
.lctivitics ()t ()rrr tinl(' rlt'nr.rrr,.1; nn(l l'tunt.ln c.lPit.ll
is .rcknol'lerlgetl totl.rr' .rs inrp1r11.111 .rs firranci.rl
ci piti l.

Local .tntl rr'Fi()nnl p()1rulntiorrs rrill ['cncfit, too,
fronr h.tVirrg.rcccs5 t() tht'trrlr.Ir strcrrgtlrs tlt.rt cre-
.rtc .r gl(Jb.rl cit\'.

()bviouslr', nrrt all [rcrrt'iit (,(]unll\;.rnd in glob.rl
r ili(.\ \\(,rlrlr\ irl(. r\'(, ,tr(, rr ilrrt.ssirr6 irrrr.,.r.irrg
pol.rriz.rtion ()[ ir]e()nr(,nnrl of rvealth; .rnri tltc r.tnt-
iiicatiorrs of tht'st, grt,.rt rlisPa1i1l.'r .tr(' e()ntple\.

I'recist'caletrlalion 1)[ r()sts anrl lrerrt'lits is cliffictrlt
in.t setting in rvhich rrrarrui.returinll iobs c\,.tp()r.lte,

Som('cl.rv rlc u'ill untlr'rsl,rntl thot thc cruci.ll (]r.lcs-

ti()n is lr()t rlh\'s()nrr'.rr('P()()r but r.rthcr n'hy sonto
(rre n()ti rut(l rr t' shorrlrl rt'ilr'cl on lhc r()le ()t cduc.r-
tion ir'r tl'r(' riiffert,ner'.

Br.rt nrakt' r'l() r))ist.rk(' tlrt' 1T11111 in a gkrl'r.rl citv rlo
not tr('ncfit if strrektrrok'rs Iost' thcir jobs or if Lrx
('lCC()untints ()f a()f[r()rrtte ld\\'\'(,rs nt()\'c .t\\,.t\'.,i\nd
r!t.rlr,'rrltl .rrk il .r Ilrir,l \\ rl.l ,i'rrrrtrr i\. r)r r\ r'r t.
[.rt,ttcr ofi iI a I:irst l\lrrl,.l c()unlr\' l()c.rtes i nr.lnu-
i.rctu ring pl.r'rt tlr('r(..

This rvt't'k's ht,.rtllirrt's p r( )cl.r ir'I1('d th.rt ftrllv one-
thircl of thc voungst(.rs in th(,St.rt('oi W.rshington
n'ill rl rop.r rrtrt [.rcfort' conrl.rlt,linl; higlr schtxrl.
Prrlr.rps thc pr()testr'rs .rg.rinst gl()b.r Iiz.r tion in
Scattlr' last )'('.rr slr()rrl(1 h.rvt' foeuserl thcir .rtten-
ti()n ()n publie r'(luc.rti()t'l inst(\r(1. Indecd,
improvccl etltre.tlion for rtonren in thc I hirtl \\orlcl
is pcrlr.rps thc sirrglt, nr()\l ilrlp()rt.rnt intntccli.rte
go.r) rlcll-intr'nt iont'tl Frotrps shoultl [ight for.

The u'r.rlth cre.rti()n ()i.r glolr.rl societv is.r prositivc,
n()t .t r't('g.lti\'(' \ur11 g.rnr(,; .rn(l ('\'cr\1)tt(' [-renefits to
5()DtC C\tCn t.

Our ch.rllengt, is lo stinrtrlatt' srrclr rvt'.rlth crt.rtion
.rrrtl .rlso to \[rr(\)rl it\ [rt'r'tt'lits rvitlt'lr'.
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in u lriclr he.rvv torcign inrrrrigratirrrr clourls thc sta-
tistical l.ricturt', anrl irr u hich the bcnefits ot torm.rl
ctl ttc.ttittlt .ttttl appropria tt' ( r('(l('nti.rls nrc crucial,
.tr.ttl wht'rc tl'teir atrsencc puls the unrduc.rtcrl nnd
ttncrttlt Itti.rlt.tl at .l sr'\'r'r(' harrtl icap.



GLOBAL CITIES IN AN ERA OF
CHANGE, A COMMENTARY
liv l)rtrirl S. Ki'A, C/tE

I)rrlr,1 S (irl ( /iI

'I. \\'.llrted tr) i.rst-fr)r\\'.lrrl t('ahn()l()gv ancl gkrbalizatirrtr Irt'rrrls .rrrtl st.rrt to
I un.l"r',f.,n.1 u h.rt thusu trrrrds nrc.rnt for nre, [or l]oston. W.rs I still in a

I rr',,rl.l-cl.rsr citli.rrd rr.rs lcvcr in rrltt'? Irvas lrxrking for takt'lronrc tlrat
nright st,r,,'c mt, latcr r;thcr th.rrr srxrnt'r lrtrt I uas kxrking ior s()nlc dns\\,crs
.rrrtl sorrrc stinrrrl.rting thinking fronr lrers,,rrs tlrat tr'1.riealh'\\'r'r('n()t.rcccssiblc
to nrc. Alqr Krcigcr, chairnr.rn of Urtr.rn l'lanning.rntl l)csign.rt thc H.rnirrcl
l)csi1;n Schrxrl, olrligerl trv renrarkirrg in tht'closing scssirrn th.rt [rr'2()50, thcrc
u ill bc 5 lrillior.r people in citit's anti in t'ight vt'.trs l.ontlon rvill not trc in thc
t()p 30 cifirs in poprrl.rtion. -Antl in lrclrlccn, tl't(' p.u1(,list\ arrr.l attcrrt]('cs ful-
fillcd thc pr()n1isc.1nd clolivcretl surpriscs .rs !\'ell.

Iht' Ilesc.rrch L)irr.ctors'P.rncl st.rrted tl'rc (1('li[r('r,lti()r']\ r|ith .r nratrir t'rcrcisc
$'lriclr sh.rrerl currc,r.tt ortgoiltg cfforts to ch.rr.rctt'rizt' tlrt'glrr[r.rl citics t()r tlrc
instittrtion.rl inr cskrr. Thc thrt'sholtl retltrirt'nrt'nts of lt,gal iranrt.rvork, politic.tl
t,ntlorscnrcnt, ctrltlrr.rl .rcccpt.rlrct'for rtitl t'st.rtt't'r'ttt'rprist' rrt'rt'.rtltlt'tl to gto-
tr.rl.rhic, cconomic, .rncl tlcmogr.rlrhic nre.rstrrcDrt'nts. Ihc rclatccl risk .rsscss-

nrcnts \\'crc illunrin.rtetl bv thc trcrrch r'Ir('r'r ()n thr'( apital Iilotvs p.urcl ()n thc
st'conrl tlar'. The roster inclutlt'cl kt'r' actluisitirrr/in\'('slor r('pr('stnt.rtivcs fronr
in\tituti()ns: Lchman, Soros, L)cutschc llank, UIIS \\'.rrlrrrrg, AI(i, I lcntlcrson
(ikrlral. Dtrbai oi the Unitctl Ar.r[' I]nriralcs arrrl llt'rlin.rrt'otr tlrt'r.rtl.rr scrccn
antl Ilr.rzil .rnrl -Argcntin.r .rrc still eonsiclt'rt'ci pritrtc rt',rl t'st.rte nr.rrkt'ts for
rlrll-tinrctl investntents. Kerr ()'(lar.r fronr l't'psi(iranrl l.ee 'l inrminsof (]cr.rltl
I lint's Intcrcsts tlemonstr.rtccl tht' risk rrngt'lrv tltserilrinE hou' thc nrultina-
tiorrals follorv thcir markcts, .rntl hou'tht'internatirrnal rlt't'elopcr is rnorc
sclcctive. Ilich.rrtl Georgi of Soros spokr' for tlrt'gtottp rvlren hc a cktrorv lctl getl
that, "Thcrc is.r ven' linritcrl track rt'eortl oi succt'ssiul intr'rn.rtion.r l rt.rl cstate
ilrvcstnrcnt,".rncl aclmittctl his iirrl pitchctl intern,rti()n.rl irrvestirrg "with grc.rt
c.rrt. anrl Irunrilitr'."

llre 1.rrc-confcrt'rlco N{lT t()ur lctl lrv I'etcr l.ervis, (lil:, shol c.tsctl reccnt
rlt'cacles oI c.rnlpus dcvclopnrcnt .rntl in\'('\tnt('r]t, *'orltl cl.rss irr .tll rcspccts.
Along rvitlr .rn insi,-le ltrrk .tt ltcl Nlillt'nnitnl I'harnt.tcctttic.tl [riotcchnolo$r'
i.rcilitics joint vrnturorl \\ith F()rcst Cit\', the lrrtrr inclrrtlctl thc nrtr ltinrillion-
tlollar rcal cst.rtt' portfolio in biott.eh rrorv trrnlrollr'rl b\ \lll Jn(l thc t'r't,r
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cxpinding c.rnrpus f.rcilities. Iirlkrr\,crl [rY a leisure-
lv rvalk in llarrlrtl \'.r rci, [rnrticiP.lnts rlerc rvt'll
prcp.rrcd lor ll.rrr.rrcl I'rr'sitlt'rrt L.rrlrcrrcc
Surnnrers' infornr.rl rcrrr.rrks.rboul his high priori-
tv jot of [rr()n]()ling, Il()\t()r'r .15 .r glo[ral citv antl
lcatlirrg I Ian,arr.l's iuture pl.urninli .rgr.'nrl.r. !Vitlr
H.rrr'.rrtl as thc onlr' ,\mcric.rn rrrlr.tlt rrnivt'rsilr
rvitlr a srrbst..rntial cap.rcitv le crpancl (or,'er 2(X)

rrcr(.\ cr()\\ thc ( harlt's Ilivt'r in Boston), Sunrrrcrs
.rrtieul.rter.l his 1'erson.rl fcelings atrout lrunranitv
continuin,l lo Itt,etl .t pl.lcc t() g.rth('r arttl its Iclt'-
\1llr( (' in tlr(' r1c!\' ea(n]( )n]v as rlell as tllcl r'a()r'r( )r'r'l\'.

F()r p()liti.nl rcalitu frrrnrt,r' I'hil.rclclPhi.r \l.rror
.rntl norv I'cnnsvlr,.rrria (lovt'rnor lrd Ilcrrtlell, San

Dicgo's p1.111111.p I'ctt,r H.rll .rn,.l l.rrncion's [Tl.rn-
rter/rtr.rn.tgt.r Danro Itrtlith Nl.rt'lrt'rr' .rtlcl,.'tl son.tc

pr.retic.rl crPcrit'r'tcc .rtrcl Y ision.r rt' c()nr r)rent.r r\'.
'l-ht. kct's to ghrb.rl citit.s in ,rrr t,r.r o[ eh.rngr' .rre
crl trc.rtion and publl6,/p1i 1'.1tt' p.rrt rrt'rslri [rs for st.t-
bilit,, antl grorltlr, therlt.s eclrrrctl bl glob.rl instrttr-
tion.rl in\'('stors latcr in thc [rrogr,ul. Al] tlrrt,t.of
thcsr, urt,.rn \'(,tcrin\ \\'er(' rvcll ntotlcr,rterl bt'
Kcrrrrt,clv School Nick llctsinas.rnrl h.rrl x'.rr storics
.rr.ttl clilenrnr.rs t() rr,l.ltr nnd tht'focrrs rr.rs clclight-
ftrllv I.rscr likt' for tl.ris r(!ll ('st.ltc cr()r\'(l.

Iocl Kotkirr of I)rppgr1li1lr, Universitr' .rr(l ,rutlr()r ()f

I/rr' Nr'a' (;r1)trrr/rrl (liandont l Irrttst', 2()0()) u'as.r
p.u'r('li\t .rn(1 kt'r'rrotc spc.rLt'r .rntl tlitl rrot tlisap-
point. li.rrorisrl .rnrl other urt,.rn ills likc thr 1',rrrr
erltrr'.rtion anrl training for tht'ncrt gt'rrt'r.rtrrrn of
trnski I lcrl, l'roor, antl i nrnr i gr.rnt/nr i gr.r n t pop11 1.1-

tions, rlil I reint()rcc .r lentlr,ncv to r.1r'ccnt r.r I ize .rntl
strt'rrgtht'rr sonr(' r-lctv p.rtt('rns ()i grorlth .tntl
tlcclirrc anrorrB :\mt,ric.rn citir's. I)anre \l.rvlrt'rl
reftrtt'cl Kotkin \ i$or()uslv rccrrtnrtiltg I:rrroptitlts'
coping uillr tcrrorisnr l()r (l('c.rdcs. Kotlin tluotcti
(lrt't'1.. histori.rn I lcrr rtlottrs, " t{ u rn.rn pr()s}r('ri t\'
rlocs rrot .t[itit' lortg itr lht's.urrc pl.tct'." I)arr liost',
Clllr ot Iirsc,.\ssoci.rtcs (\crr' \irrl, Brrrtirt, .rntl
Washirrgton, [X') prt'li'rrccl Arislotlc," Mt,n first
c()Dr('ior s.llct\; the\ .t.rv t() ('Jrn J livirrg; an,.l thev
rt'nrain to t'trjov tlrc gorrrl lilt'."

r\nthonv Dorlns, CI{E,.rlrrently rr}rdnting his 1992

book t'rrtitlerl Strrck itt lirrtlic in rvlriclr hc counts
c.rrs .rnri pcoplc, rrrncltrrlctl rvc.trt'rrot nrakirrg
pr()grr'ss in rerlucing c()nllcsti()r'r \\'itlr rnass tr.lnsit
or otltt'rl'ist'. I lis hopc for t'mcrging gLrLr.rl e itics in
this battlc n.rs tlinrnrcr even still. Dan Rost', CIlli,
t,ntlttl lris r ision.rrr a()r)lnrcnt.rrl on lhc l.tst tl.rv
rvith, "lltrt, thcrc rvill alrv.rt's bt' sonre of us
att.rchctl to thr tlynanrisnr, thc r i[rr.rrrcr', the t'rcitc-
nrcnt .u1d tl1(' stin)ulus rrI grt'.rt citics." lt'renrv
\erlsrrnt rtt Lonrlon-b.rst'tl (lrosvcttor [)rop('11i1'\
arrtl .r rt'sitlt'nI of C'.rnr[.rrirlge, [inglanci echortl tlrc
ircrltrentlv nrcntioltcci tlrrt'slrolri t'ssetrti.rls rtf tr.rtle,
sq 111l lrlTplrrtturitit.s .rnr.l t,r.lttc.rtion. ,rncl, lik' rcr t'r-
.rl partieiparlt\, sought hr rt'cogtrizc thr'hunr.rrr anrl
t,rnotiort,'tl t'lt,ntctrts of sottl, Irt'.rrt, p.rsrii()n \\'hi(h
r'hallcngc nre.rsrlrcnrcnt.

ll.rthrr tlrnrr jtrst .r rarrclonr r()nrp \f ith [)ubai, Abtr
I)habi, Ilcrlin, Ist.rn[,rr], Sing.rPore, Iluclros Aires,
,,\ mstt,rtl.rnr, .rnri Nlosclrrv conrparecl rvith I-ontlon,
Ncrv Vrrk,.lirkvo atrcl I'.r'is, "(llobal Citit's irr art

[ra ol ( h.rngt"' l'.rs .rn t'[[ort t() anptlrrc tht'tr.rjt'e
t()r\' ()f tcchn()l()gv ancl globalizatittn, tclccrrrnru-
rric.rtiorrs, .rnrl tlirt,rsitr', .rntl st,t' rrhat nriglrt strr-
vi"'c.rntl r,r,lrat nright tnrcrgc antl rvlr.rt miglrt not.
I:rlrrcation's role rr',rs sp()tlightr'd [rv m.]n\' \1ith
('anrt.rritl ge, Ir-rrglr nr.l .rn,.l C.r nr[rritlgt', NIa, rccci r
ing notetl att('nti()n. lJoston mat not [rt'.r glolral citv
[,r'.rll tlcfinitions but it ct'rLrinlv h.rs Ir.r.tt' of thc
,.lirra[,l, ,.ltralrlit'. ltr,rl rvill m.rkr' it .t *ttrr ii,,r .rttrl
r'rlrrc.rlion is .rrlong thtnr.

D.rvid Kirk, CRE, i' 1,r'i1111|,1i ,u,l littrlLt' ,)/ kirl ..
('aIp iV, Rr'rr/ I-strr/r'Crrltrt.ry'rrr.s r,/ Il{)sl,rr, ,11,,1 sltt?rrti

i:in{ rr r','rtl {\/rtlc i!t/irrtli(),/ nttLl itt,'t'slttttttt rrrr tsc/irr,\

lot' Dt'liIttIi tnl irt i,r':/rrt's.
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IJut I l'as privilcgcri kr .rrlrlrcss thc .rrrtlicner' .rt lr()th tlte N(l() tlar' .rncl the
Business tl.rv on tl'tt' l,or.ttlrrn ['rinciplt's of SusLrin.rtrlc [;irr.rncc. flris suhject,
n hich is .r'l inrp(xt.rrt pnrt ()f su\tnin.tblc clcvclo[.rntent, certairrlv h.rs consirl,
er.rt.rle rt'le"'ance to \\,h.rt $'e art'all cliscussing ht're.

As Ch.rirnran of tlrt' Itrlicv & Ilt'sourccs Committce oi thc (irrproration of
[-ontlon, I.rnr tlrc l-t..rtler trf tht'nrtrnicipal .rtrthoritv for tltc c]istrict knonr.r.rs
tlrc Clitv of l-ontlon, the l.rrgcst intcnr.rtiorr.r l firrancial c('ntrc in the w,orlcl
krrlar'.

I.rnr.rlso thc tin.rnci.rl .rnrl lrusint'ss ativisor to thc se[.r.rr.rlt' M.tvor of I-ondon.
llc elirccts thc stratr'gic g()\'cnr.lncc oi (,rc.rtt,r Lontbn, [rarticul.trlv i11 .]rr.s
likt'cconomic rlt'vekr l.rnten l, urbar.t pl.rnning, tr.lns[)()rt, .rncl tht't'nl,ironment.

LONDON TODAY AND THE LONDON PLAN
I loul,.l liko to st.rrt this.rtltlress rvith a brict lrxrk.rt thc I.onclon rrf totl.l. Iror
it is.r cit\' .rt tlrt'fort'iront of tcchnrrlogt' .tntl crrntnttrrtic.rtions. It is thc rvorlcli
largest irrlr:rn.rtion.rl tin.rncial .lrrl trtrsinrss centrc. It has onc of thc nt()st c()\-
nrrrpolit.rrr popul.rtions in thc l orltl. Tlrrce-hunclrerl .rncl scvtr.r l.rnguagts arc
s[r()kcn tl]ere dailri antl tlrt'rq irc sizc.rblc rcsitlent c()mnrunitics ironr ovcr 90
c()trntri(,s rvith r richncss ol culturc, tlilersitr', .rntl t,rFerience from .tll .trounrl
tlrt'rvorlti.

Ih tr Inlillt i\1nuhr,t

n-'th.rrrk votr.r' nrrrtlt f,rr ir.tviting nte t() t.tkc part in this import.rnt st'ntin.tr.

I lt r BrL.Jl t() h.tr t. tlrt. r)Fp()rtunitY to r, isit tl.tis cmincnt contrc of le.rrnirrg
I .rrrtl ink'llr.ct.rt llarr.ri.l too. | 11.1ur'' tt,rttc ltt.r.'rlirr'r'tlr Ir, ,rn .r lt(.r'I(lint

thc \\'orltl Surrrrnit orr Strst.rinablt'l)cvckrpnrt'rrt in lohanncsburg.'fhcrc I rr',rs
onc of .r nrerc (r5,t)00 (lcleg.tcs.
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For nr.trtv of tl.tese people, l-orrrlon is "thc [rl.lce t()

[.rc." Lontlon is an.tttractivc prl,rcc in rvhicl.r kr lirt'
.tnrl rvttrk.

Btrt. likt'anl nr.rj()r cit\', I-ondon is i.rr nrorc tlr.rlr
tht,strnr of it\ p.rrts. Ccntr.rl Loncfun is.r unitluc
nrir ot cultures, lrcoplc, .rnd c\periences. It is this
blend that pr()\'i(ic\ tht'critical mass of tht,citr; it i'
this blt'ntl rvhich tlr.rrvs pL\)plr to Lonrlorr in cvcr
incrc.rsing ntrnrlrcrs.

l.onrlorr is .tlso riclr irr anrcnitics ancl bo.rsts somc of
thc l.rcst nrtrseunrs, libr.rries, lnt] archivcs in tht'
rvorltl, clatirrg [.r.rck nrant' l.tunclrerls of years. Antl
Lonrlorr itsel[ ['ro.rsts.r rich hcritagc ir.r .]rclritcctur('
.r ntl rtsottrct's.

r\sitlc fronr its lrcritagc, I-ontkrn tocl.l'is thc ccrrtrt'
of tlrt' nrost intcrn.rti()n.rl tin.rnci.rl nr.rrkcts in thr'
rvorH. I his iinancial intiustrv is clustcrctl togcthcr
in .r snrall.rrc.r, lltus (r('.lting consirlL'r.rblc bttsiltt'ss
ctiicicrrcr.

.lhis 
is conrPlinrcntrd [.rr' .r l.rrgc lrrt'st'nct' of conr-

p.rnics in\'()l\'('(i i11 srrpp()rtinll scrviccs such .rs

.rcc()unt.lllc\; lrrr', strn'ct'irrg.rncl all forms of con-
srr lt.rnct'.

Ilut it is n()t just in financi.rl services that I-onclon is
a lc.rticr. lt is a nrajor c!'ntro f()r thc crcativc inrltrs-
trics.rrrrl .l ln.rj()r Irub for ncrvs, meclia, antl bro.rtl-
c.rstilrg intcrn.rtional .rs rlell .rs British.

1ht' 1'rcscncc oi .r vitrrant pr()Irertv m.lrkct \\'ith .r

largc supplr' ()l intern.rti()n.rl investors .rntl rlcvel-
o[',crs .rllorr'. tlrc eonlirtLrorrs rcnc\\'.]l ()f ()fficr' st()( k
to tht' latt'st technical .rrt,.1 cnvironntent.rl st.ri'r-

,.la r,.1s.

l-ontlrrn is tht'rt'frrrt'.t aonrl-rlcr cconomt; rlitlr clt'r-
chrnging pJttcnrs of tcononric .rctivit\' .rn(l

tr()\\'tlr. ()\'er thc past rlcc.rclcs, Lontlrrn h.rs [rt't'rr
.rn inuncr'rsc succcss stor\', .rntl it h.rs gron n in eco-
nomic, soci.r I .rncl cosrnopolit.tn ternls .-ls .'l c()r]s(-
qucr.rc('. lt lr.rs.r porler.rrrti .rn influencc f.rr bctrrnrl
lll Ir,)r(l(.r\ ol llrt' lrrrrrr['t'an Urtirrn.

IJut onc nrtrst also atkl a clark sitlc to l-ontlorr.
L)cspite its grc.rt rvc.rlth.rnrl economic porvcr,29",,
of its horrst'lroltls arc [,clow'the ]r()\'ertv thresholtl.
CI.tild povcrtv stancis.rt tlrr: clistrcssing lcvel of
{3",,. Sonre ncigh[.xrurhtxrrls ('\]reriencc a l'righ
lcvcl of crinrc.

But, like arry ,flaior citr1, London is fnr
,nore thafi the sum of its parts. Ccntrtl

Lotrdotr is tt utriryue fiix of c ltures, pc(rple

nrul axlrcrielces. lt is this blend that Ttro-
tjidas tlrc critical ,nass of the city; it is this

blud toltich drnzt,s people to Lorrtlott iu
ezt e r irrc re n s i rtg rt u rtrlt a rs.

'I'lrt'rt'art' .rlso .rre.rs that havc .r ycrt, high r.rte of
tu nt'rlplov rlcnt - 1 l "i in the Borough of I Iaringev.
Anrl tl.reir resitlents suffer mort' ht'alth protrlt'nrs
tlran lhose irr morc affluent pl.rces clo.

I'lrt'rt'is .rlso htrgc prcssurc on l.rntl [,otlr for [,rrsi-
ncss alttl ltotrsing. This l.r.rs ptrshccl ttp httust'prices
to irrcrcrliblv higlr levels rlhilst lc.rving s()nr('.lrr'.1s
nrort. tlt,lrrivctl th.rn ever.

IIrc l,rcsrrrcc ()l t.rlent .rlongsitlc consitit'r.rt,lt'
p()\'('rlv conrrs \\'itl.r .1 price. This has crt'att'ri
str.rin\ tl'r.lt.tr('nor! in nccrl oi rcs()luti()r'1.

llrt' Nlarrr of I.onclon is therrforc in tht nritlst of
gclting ngrccrner.rt for TI.rc Lonclorr I'l.rrr. IIris is a

n('\\' spnti.ll clcvclopmcnt str.rtcgv for (irt'.rtcr
l,ontlon for tht, r.rext 20 \'ear:i. It is simplv l.onclon's
w,.rr,, of mana ging urban grou,th .rntl rcvit.rl is.rtion.

WHAT IS DRIVING GROWTH?
Ilrtt bt'fort' I rliscttss the Lontlort solution, I rtottlrl
Iikt' to sar' .r ferv rvorcls.rbolrt \r'lr.rt thc clrivcrs .r rt'
of tlris renr.rrk.rt'rlr grol th.

I lrt. lirst tnt' i.r urrtloubtecllv tht, financial ancl [rtrsi
n('\s aentrc in thc Citv oi Lontlon. 'lhc (itv is

Iiuropr"5 le.r,.ling financi.rl centre .ln(l the intcrna-
tion.rl linanci.rl ccntrc. It cliffcrs ironr Ncrr'\irrl irr

that it tlt'.rls in intcrnation.rl fin.rncc .rntl a,.lvicc.
Ihc htrge clonrcstic m.lrkct hcrc l.rrgclv strstains
Nctr'\irrk.

A I I tht, biggcst intcrnatiul.rl [.r.rnks .rnrl iin.rrrci.r I

institutions oper.rte from Lontlon. Inticetl nr.rrl'of
tlrt,nr nr.rn.rge tlrcir cntire overscas ()l-rer.tti()ns [r()nr
t herc.

I'lrt'presenec of .rll thcsc b.rnks.rttr.rct .r ven'high
tlualitv u,orkforco from .rll ovcr tlrr rvorltl.
Iiina ncia I scn'ices, [.r.rrticularlv in,] ren\ | i kt. corpo-
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r.rt(' lin.rn(('.lr(' intt'llcctrr.rllv denr.rntling.rnrl nectl
tht'r't'rv lrt'st [rrains antl tl]c lrcst m.lnngcr\.

Nl()r(\)\'(,r int(,rnJli()n.rl iin.rnci.rl scrvicrs .rre Jr'l

c\p.rr(lir'rll intltrstrr. ()r't'r tht' ne\t l5 \'(\lrs tlt(,\'
.rrc r\pt'e tc(l l() gr()\\' t.,r' 1.75",, pL'r .rnr'rulr'r.
Iinrplovnrt'r'tl in tht' intlustn l ill .rlso grorv in lint'
rvith this.

Alrotlrt'r signiiieanl clriver of grou'tl.t is po;,ul.rtion.
l.orrrlon's p()prr l.rti()r'r h.rs incre.rsctl bt alnrost
(r(X),()()() sincc l9tt9. Ihis is tlrc t'tlrrir'.rlent of .r nretli-
tunr sizt'cl citr'. lVt, l.rrctlict that this u'ill c()ntinLrc to
grorv bv a iurtht'r 700,000, reaching {J.1 nrillion lrt
2016.

Such a ra[.rirllv grorving citv iust c.rnnot tuncti()r'r ()r'l
tlrr.'prt'st'rrt r('s()rlr(t,s. I'irr inst.rncc, this incrc.rse in

[)()[lul.rti()r'r u'ill retluirc a ftrrthcr 130 schrlrls
rlith lt.,reht'rs.

,,\ tlrir(l (lri\ ('r is thc nccll for ncl' joLrs to nr.rtch tlris
y-r1rps1l.lli1rp grrrrllh. I hc corrtinuccl cr1-r.rnsion oI
firrarrcial 't'rr iet.., .rs u'cll .rs tourism, thc crr.rtivr'
irrr.lttstrit.s atrrl otht'r st'n ict' sectors rr ill of eotrrsr'

l.rrovielt' tht' btrll of thcsc. Br' 2016 rve cstinr.rtr'
thcrc rvill tre nrorc thnn 6(Xl,()()() ncrv jobs in
I-orrclorr. I:irranei.rl scrvices .rlone n'ill provitlr
l{0,0(X) ol tht'sc.

Arrrl lastlv I conrr'to thc incrc.rsing usc oI solrlristi-
catt'tl lcchrrokrgt,, both in thc officc ;rrrd irr tlrt'
hontc. Lor.ttlon has.r vcr\,high lci,el of connecti",i-
lr' .rtrti is .rl llr('e()r('of tlrc global net\\'()rks. [r-t.ril-
ing, I:- conr rrrt,rct', .rrrtl L-go"enrnrcnt rviII tlrt'rt'[orc
inr1.r.r11 111 evcr\' .rslrcct of lifc. 'li,chnologv is Jls()
p.r rticu l.rrll ilr'r p()rtnnt irr f irr.rnci..rl .rncl busi ness
scrvict's-rvhich is in nr.rnv rr'.rvs tht' prirrcipal
clrivrr oI clr.rnge .rnr'l illno\'.rti()n.

Ii'chrroLrgr; in its u'.rkc, [rrings thc ncerl for grcatcr
skills.rrcl thc.rtrilit\ to usc thc inforntation. Ih.rt in
itst,lf pl.rct,s lrt,.rrl rlenr.rrrtls ()n tr.rining .rrrtl cclu-
ca tiorral iaeilitirs.

PLANNINC FOR THE FUTURE
ln P|.111111,,r, tlre str.rtcgv for tl.ris grortth .rnrl revi
talisation tht're is orrt' overrirling neccssitt'. l h.rt is
trt p11'51'1'ur.' .rrttl sust.tirt the ccntre of Lonrlor.t. Tl.tis
is tlrc grc.rt x,c.rltlr-protlucing.rrc.r. This is rllrert,
tl.tt' t,eonont ic cl uslers .rrc - be tl.tev f ir.tar.tci.rl .rntl
[11s11'11'.s s('r\ i((. (rr (re.rti\t, in(lu\trie\.

It l'oulrl [,e tlrritc countcrpr()ductivt' il in tht'
rrrtrrst' oi otrr ftrtrrrr str.rtcS\' \\'t' tlispcr5,'.1 11'rr.'t.'

in,.irrrtrit'r .lrotrntl otrter Lontlon .rntl rt'lit'cl on
t('k'c()r)rnrur'ric.rtions .rncl }rrrblic tr.1n\liort. lr()r .r\ I

s.ritl e.rrlicr thc cconomic clrrstcr tLres [rrilrg rr'.rl
[.'r'rrciit. \\'r'r]cc(l k) f()ster th.rt.

()nt'ol thc ch.l r.1cte rist ics ot Lrrnrlorr is that it sul
t('r\ lr()nr .r short.rgt,of l.rntl. It is rtot at all tlt'nst'lv
p()pul.rtcd, likc Ncn York is. \\'e .rlso rlish lo prt'-
\(,rvc ()Lrr 8rccrl bclt .rntl s() PrcYcrrt l-orrclon frrrlrr
('\p.ul(lilllj ('\'('r ()ut\\'ircls.

Lonrlon's tlcnsity is.1,55-1 pcoPlc pcr squart'kilrr
ntt'trt', altlrottgh tht're are .t ft'w snrall s('l('( l arr'as
of ovt'r I9.0()(). Ihris on thc otlrcr harrcl is 20,(l()l) pt'r
sclu.trt' kiltnrctrc .rnrl it cloes not Ir.r\'(. t()\\'r'l'
blocks.

Srr tht'rt'i. eonsiclcralrle scopc in I onrlon tor higlr-
e r tlcnsitv clcvcloprmcnt, as rtcll .rs rlcvclol.rnrcrrt oi
tlrt, so-callt'rl [rrotlnficltl sitcs rlt,rr'licl intltrstri.rl
lanrl.

I ht,rt' is a huge [rrol'nficltl .lrc.l in c.lsl I.()n(l()r't
tlrt, I h.rrrrt's (l.rtcrr'.rr', .rs rvt'll .rs st,lt'ctctl art'.ts
ne.rrcr tlte centre, that rvill srrpport botlr Irigh-tltn-
sitt' housitrg.rncl inrlttstrt' to provitlc j<rbs tor thosc
rvho livc tlrcre.

In lhe fin.rrrcial anrl businrss ccntr('in tlrc centrt'of
Lotrrlon, therc art also clern.rntls fronr intt'rn.rtiorr
al busitrt'ss for torver blocks. Not ltuge ones such.rs
v()u hdve hcre irr the Unitctl St.rtcs, btrt snraller
btrildings up t() 50 flo()rs.rr.trl pcrh.rps orrt, rnillirrrr
s(lu.rre tr'(.t itr sizc. These lrlLrck.i can also incrt'.rst'
ticrrsitv consitlcr.rblr'.

Urrsurprisingll intern.rti(lnnl a()rnp.urir's d('rrrJn(l
btrildings [.re thcv toucr [.rlocks or c.lnrpu\-\tvle
cornP11.11'1,, to thc Irighcst intrnr.rti()n.rl st.rrrrl.rrtls.
r\rrtl so th.rt is rllr.rt rle l.r.rvc got kr builr.l.

ln thc (-itr; thc Corpror.rtion of l-orrtlon .ll\() ll()(.s l()

Brc.rt Iengths t() cnsrlrc that tlrcrc .rrc grxrrl rrtrt of
of[iet'f.rcilities.rs nell. Bv th.rt I nrcarr rest.rrlr.r]ts,
bar antl shol.rs.

Anotlter.rre.r inrp()rt.rnt t() rcdrve loprrerrt is Pu[rlic
tr.ursp()rt csp('ci,tllv railrr'.tvs, or u'ltat t'otr in thc
Unitctl St.rtr-'s c.rll r.rilro.rr.ls. ln I-orrclorr [ru[.rlic
tr.rn\p()rt .rlso cnrbr.rces orrr Urrrlrrgrotrntl, or
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r,Ilclr() svstenr, .rs \\'r'll .rs tlrc \ er\' ('\t('n5i\ c bus n('t-
\\'()rk.

'llrt.sc issucs also inclrrtle tht' Provisior-t o[ gtxltl
ctluc.rtion.rl f.rciIitics. Antl these ryiIl trc Particular-
lv inr l.rorlan t rv i th [.onr] rrrr! ri\ir'rll p()pu I.1ti()n .rtrcl
tlrc c(nltilruinll nr.rreh of tcchnologr,.

\\'ith this got's thc pr()\'isi()n ot thc tt'.rchers for
tl'tost' scltools. Ir()r .rl()11ll x'ith Polict.mt'rr, rltrnici-
p.rl r\'()rkers, r'rrrr\('s, .tnd otl'tcr cssentjll rlorkrrs
thc:t' Pr'1rplL' oftcn c.rrrrrot .riforcl tLr lrtrt' honres irr
tlrt' innt,r r'itv rr hert tht.t' nr.rt' rlrrk.

I hr' .rrrsrtcr for l-ontlon is thc c()r]strucli()n of lvh.rt
r'r'e are c.rlling .r[[rrrtlablt'Irotrsirrg for th(,m. l-.]test
projt'ctions ior l-orrrlon intiicatc tlt.rt rvc rvill net,cl
23,1)00.1(ldili()rr.rl holnt's cvt'r\ r,c.rr; l(),(X)0 oI tltcsc
rvorrlcl bt' .rflirrclablc. Antl thlt clrt.rils .rn in\'(,st-
nrent ()i s()nrr. l(r trillion [$9.i] billionl.

SUSTAINABILITY
()rcr.rrching .rll thcsc issucs, h.rrtl ,rrrtl soft, is tltt'
Itt'r'tl frrr susta ina[-riIitr'.

-fhis 
is a kt,r'rltrcstion eurrcntlv i.rcing thc planncrs

ot all big citics, nont'nlore so th,rn Lontion..,\s I

ha r t, oul I i nerl, I.onr.lon is c\frr.ri('r.1ci11g consir.lcr-
.rblc prcssttrt's ()\\'ir't$ to hugc grou'th - rlc rret'cl tir
r,ork otrt horv to t.rcklt'tlrt'pr1r[rl1'11.1 ()f success.

I:irst ol.rll, tlris nrcans that \\,c ntust ntll tlrcnt ntort'
effieientlr'.-[his c.rr bc clotrc bv trtiIisinH imPr111''].1

Pttblic tr.tnsport; as rr'r'll .rs [rr,cutting clorYn on thc
rtunrt-rcrs o[ c.rrs in lht. ct'ntrt,

It is also csscntial to r,lt.cro.rsc thc,rntorrrtt oI tr'.rstc-
rlonrt'stic.rs u'e ll .ts intlustri.tl.

Ihirdl\', rn('rgv t'fficicncv nlLrst bc pr()nr()tcd
tltnruFh nrorc cfficiurt htrildings .rnd sourccs ol
n.rtrrr.rl porvcr.

Sust.tin.rblc citiL'5 nrc,r r.trotlcrn neccssitr'. Anrl rvc
.rll rrLr'.1 1,, rr rk harrl tr, rrr.rkt.tlrenr.r rurlitr.

CONCLUSIONS
In eortclusion nrav I s.rY that, likt' nr.rnY I.rrgt citics,
l-orrtlon is sufirrirrg irom tltc problcnrs oi succt'ss.
llttt it also Ir.rs .rre.rs of y.ro1,1,111' .rnd uncnl|rlov-
nrt'rrt. 'l lrt'se musl be allcvirtecl.

l-ontlorr's verY nttr.rcti()l-l nrcans th.tt neu' brrsincss-
cs, n('\\, inr'lustri('s; nt'rv ptrLrlic facilitit's.rnrl ncrv
jotrs must corrtintrallt' bt' gcncr.rttrl.

At Py15.'1",1 tlrr.'r'rt'trvork t() tltc c('ntrc is conr[,rt,ht,n-
sirc, trlrt hoPglgttlr' olcrcrorvtlctl. ()nt' ntillion
pc()plc c()nrntutc ciailt,into lhc ccntrc ot [-rrrrt]olr,
l2(),()()0 of tht'nr inkr tht'[irr.rnci.rl r'cntrc.

IJttt elst'tvlrcrt'it is not so gootl. [,ontloni tr.r'l\p()rt
svstt'nr is highlv ratlial, irr.rrrcl oul l() tllf ccntrL'
fronr thr, sutrurbs. Intr.r-srrtrtrrtr.rn .rntl orlrit.rI tr.rl-
lic is lcft to [.rtrses, ol'rcratinF ()n c()t]llcsl('d r().1(ls.

fhis rcstrict\ thc.llrilit\'of Pr\)pk' in outcr Lotrrlon
to get irrtrs.rrr'.rv florrr rr lrt'rt'thcr'livc, ()r in.lt.lrr'(l
rvht'rt'lr.trtsporl linls.rrc tr.rtl. l hr' ilnProvqnrt'nt ol
tltis is .tn intp.'tv11.1,11 pri()ril\'. /\r1d in tloitrg it rvt'
rtr.'t'cl to l.rkt. in to .rcc()ulrt tlrrct' lroints.

I:irstl\; lr,lnsp()rt nrust [rt' integr.ttt,tl rlitlr rrt'tv
tlt'r t'lol-rntcnl. 'fhis ttteittts Itc\\' tr.tllsP()rl Iitlks
nttrst []c constrtrctt'ti kr .rnt' l.rrge [rrou'nfir']rl
tlevclol-rnrcnt, srrdr .rs c.rst I-orrtlorr.

Seeontllr; tr.lnsport c.rfr.rcit\ nrust [rt, nratchctl
u'ith tlt,r'elo[-rnrcnt. In ()tlrer rgtrrtls tkr n()t c()n-
struct tlr(' I't('\\' (L'\'('l()pn1(,nt [-reforc tlrt. tr.rnsp()rt
s\'\tenls .t r(' rc.l(l \'.

AIrcl thirtllr; ,rrlcrluate l.rnt1 rltrst [Tt' set asitlc frrr
tr.rnsp()rt rc(luir('nl('nt\ -anrl tcrnrirr.tls .rntl
ieetler rotrtcs nrust.rlso lrc in thc right Plli:q.

J hr' 1'rcst'r'tct' oi }rublie tr.rn{p()rt is clirectll, rclrtt'rl
to tht'lcvel ()f u ncnr [rl( )\'n]('lr t .rntl kr [rrot]trctiyitr,.
AIr(l this p.rrticul.lrl\, .rpPli('s t() tht' pro1tyg1, p1111

tlou n .rrt'.rs th.rt .rrc in nt,ccl o[ rt'gerreration Ircvi-
t a lis.r tion l.

\r'!\'tr.lnsp()rt lirrks.rllow pc()|rl(' t() tr,rrcl lo rvork
(r\\'.rv fr()nr rr Irt're tlrct, lirc. ']'her' .rlso assirl irt
lrringing r('t\ in(lu\lr\ lrr .rr', .,r,.,'r 

'n,,,,, 
lltt.st. r.t1.

ir.llv itrcrt'.rsc the lcalth in the art'.r. Ilris in turn
L.rrir.tg crtr.r bcnctits suclr .s br'tter he,rlth, lt'ss
rcli.u'rcc ()n soci.rl scn'iccs .rrci .) l()rlr'r crinrc rltc.

r\ncl tlrt.se so-c.rllctl'soft'issucs [.ring nte on to tlrt'
things th.rt nr.rkc li[(' [rt'.rr.rt.rlt' [or rcsitlcrrts .rnrl
[,rrsincss.rlikr'. r\ncl .$Jin this is,rn.rrt,.t th.rt is
r('cciving nrut.lr .rttcnti()n irr the l,ontlrrn I'l.rn.
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At tht sanrc tirrre it u'ill lrc absolutc]r'esst'nti.rl that
tlrt' provicler of tlre grc.rtt'st n'c,rltlr, tlrt' firr.rncial
ccntre of tlrc Citv of I-ontlorr, [,t' uplreltl into tht'
ftr turc.

But thc orte.trca that u'ill h.rvt't() r('ccivc P.lrticulnr
nttcnti()n .rntl tunr-ling is tlr.rt Lrf pqtrlic transport. lt
is thc kcv t() rrgcn('r.rti()n ancl rcvitalis.rtion in anv
citv nnd nnY cc()r]()nr\'.

ABOUT THE AUTHOR
Dame Judith Mayhew, DBE Ll.M., is chdrntu ol
ll( l'olicV rtnrl /lcsirttt'cr's (li),llll/il['r'rr/ l/k Crrr'lrrrlrtlirrrt rr/

l-otrLlou, rutl Cily rrrrl IJrr';/rrr'rr ;lrii'isr'r l,r lltt' )\1nttrt. nf

29 RFAL EsrAr[ lssuzs, FtlllWintu 2002



INSIDER'S PERSPECTIVE

//rr1/r L(r'llv t'/i1

FOCUS ON THE ECONOMY
,,WITH A LITTLE HgTp
Fnou Oun FRTENDS"
br1 Iltrglr f. Kcllrl, Clll)

O[ coursc, it is quitc apposite to trr'.rt tlris strl'rject in an tlition of /ir'rl/ Eshitu,

/:srit': tlrat is r.levoterl to (llrrlr.rl Citic.s in .rn l:r.r rri Changt'. Anlt'naJn: .rre str
r.rst'tl to tht' intt'rnation.rl influtncc in the ecorronrv that it is.rlmost totallv
tr,rlsp.lrcnt. Wc grelv u 1.r rr,ith B.rver.rs[iirin. We rlrivc Tovohs or l]MWs. Wc
rrirtchcrl Montr, l)r'thorr orr ou r Sonv TVs. \!t,'r't' gotten uscd to e .rtirrg Chicluita
bartanas ancl other troPic.rl truit ()n a )'c.rr-r()un(l basis. At h.rPPl'I111gr, 11-,"a"'t

tlhiskl ironr Scotl.rnd, r'otlk.r fronr Russi.r or lrinl.rntl, rvine fronr It.rlt; Fr.rnce,
or crt,n r\trstr.rli.r. Shot.s irrrnr lt.rlr'; rr'.rtclrt's ironr Srvitzerl.rnrl; cltcesc from
Holl.rntl; rrrrrlics front Iirllvrlrrrtl. Tl're corrr[rrrtt'r th.rt this.rrticlc is bL'illl] cont-

Pos('d (rn e.rnre st.rmPctl "Nl.rclt'ir.r \,l.rl.rr''ia" t'r'cn though, dudt', it's a Delll

I.lcal cst.rtc, thouglr oftt'n tlrorrgl.rt of .rs the ntost krc.rl of inclrrstries, I.r.rs gonc
glot.ral as u ell (as thc .rrticlt.s throughotrt this t'tlition of lll-l antl.rlv tlemon-
str.rtr'). lr'r\ est()rs Iikc Lcntl l.t',rrc, thc Crosvrnor lrst.rte, TN.1\\', I{l;lt, (lSIC, .rnd
l lt'ncie rrort Clob.rl Inlt'stors ()1\'n sutrst.rnti.rl Irolclings of U.S. contmerci.rl

Irr()|rcrt\'. NIort .rnrl nrorc, iir.t.rrrcing is .rcconrPlished through crrtitics like
l{SIl(', I lr'}'r>\'crcins[r.rrrk, lN( ], arrrl C.risse tle I )c[.rot cle Qucbe c. Ca Pi111, ".'"r',ntort, lh.rr-t gootls, florvs tret'l\,.rcross Lrortlt.rs ilr tlrc conteml-ror.try cc(nl()m]'.
This af[t'cts price ancl trrnrs, usuallv bv r.lriving tlre m.rrkct h) tlr('most e fficient
,ttttl I rr t.'l ( {)\t \(!Ltr((. ()l Irrn(lr

Convt'r'tt ionallr; thcrc is .r lrt of hancl-rlringir.rg .rbout thc inr[.ract of u orH
traclt'otr thc U.S. ccor.tonrr'. Iivcrv tlrr.rrtcr thc Dcp.rrtment oI Conrmercc intcr-
n.rtiorr.rl tr.rtlt,numbcrs sP.rrk.r rouncl of crlikrrillizing abotrt tht,[rallooning
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f":Ei,v t-f1 he pre\ i()u\ thr('r'\\rlrrrrrns in this st,rit,s kxrkt'tl .rt tht. L'ontritruti()n of thc

I ., 'rr.11n]('1, Ar )\ L,rn ntr'n t, .rntl prrir'.ttt' irrvcstntcnt to the' grorvtlt of the U.S.
I- ('eon(rnr\'. Tltcre i\ (,n(,\rthrr VCrv inrport.rnt rlcmcnt to c(nrsi(lor, .1ncl

tlr.rt is tlre relation of th('(l()nlcstic ec()n()nrv t() thc rcst of thc rvorlrl. As glob-
.rlization lt,rs lrecomc nrorc.rnrl nr{)rc oi.r i,,rc.' ,.lt,r,ng tht'lrast tuo.lec.rcles,
tlrr.'litrk.rgt's bctwt'ort nalions h.rs beconrc tightr'r.rntl, for grxrrl or ill, it is vir-
tu.rllv inrpossiblc to s('p.rrnte ant, local cc()n()nl\' - even tlorvn to thc lcvcl of
intlividtral cities- fronr trcnds th.rt .rrc .rf(x)t on tlrc f.rr sirlc oI tht, rvrrrld.
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tratlc tleficit, rvhich rr'.rs $-127 billion ir'r thr. mcr-
clranriise sector for 2()()1 ant] lrrrks likc it rlill rvintl
up.rt.rn cven l.rrgt.r rrumbcr irr 2()()2, [r.rsccl on
thrcc tluarters of tlata. l he tr.rtle tlt'iicit, bv rlcfini-
ti()r'r, is .l neg.rt i \'(' inf lucnct' on (ll)l' si rrct it mc.rns
rrrc.trc cortsunrirtg grrrtls matle clsew,hcre (i.c., not
lrrodrrced lrcrr.' that's tlrc "DI"'in "(il)1"').rncl bv
e\tcnsi()n serrr.ling U.S. r.lollars to orrr tr.r(li!.lll p.rrt-
n(,rs. Conlnlcnt.)trrrs kcep s.ivint "this c,rn't g() (n'l

forcvcr" .rntl, oI course, thcr' .r rr: right. I]trt thc cbbs
antl fkrs's of thc trarlc l'.rlancr .rre just p.rrt of the

l.ricturt, ancl tlrt' arl justmt'nt in its lcve l tlrpentls
rrp()n many i.rctors, inclucling gror'r,th clscrvlrcrc in
thc rl rrlcl, the v.rlue oi tlrc dollar, savings r.rtcs tlr.rt
van'rviclclv fronr cotrr'ttrv to c()untr\,, antl even tlrc
.r g('structu re oi lr.r tion.r I p()pul.rti()r'ls .rrrrl othcr
tlenrogr.rphic fca tLr rcs.

r\ ferv itcms st'r'nr rvortlr mtntirrr.ting. I:irst, thc tr.rtlc
rL'ficit h.rs h) be put ink) tlre p!'rsp(.etir,,t' of a U.S.
cc()n()mv th.rt has grox,n abovc $10 trilliorr in sizc
,rnrl that has [.rccn sust.rining grrrrvth - u itl'r thc
c\ccption (r[ th(' rcerssi()rl ltriotl thal rd\\'c()ntric-
tion fronr tlre st'concl kr fourth qunrtcr ()l l()()l
sincc I991: tlrc ('\nct pcri()d of the rlt..rkening traclc
figurcs. Stconrl, in nr.rnt' n.rt's thc over.rll tr.rrlc
clr[icit tlisgttises scctors of com[.r.r r,rl ivt, strcr.tgth antl
rvt'akncss tlr.lt.rr('v('ry imporLrnt kr nranv U.S. eco-
rronric regions. llor inst.rncc, n'hilc rve rtrn strbst.rn-
tial dciicits in ('n('rg\; automotrilt'., anti most cot.t

su nrcr gootls, rvt. .rrr' in tracle strrpltrs ir-r .rgritrrltur-
.rl .rntl footl [rr()(lucts,.rnd in c.rpit.rl goorls: chictlr'
.lircr.1ft, scmic()n(luct()r:i, in(lustri.l nr.rclrinert;
s()phistic.rtr'd inst ru nrcnts, ancl nretl ical cqu ipnrent.

I Irirtl, ironr .r rt'.r I t'st.rtt' pcrsP('cti\ (' th(, usu.rl c..rlcu-
l.rti()n ot thc tr.rtlc tlclicit (crports n]inus inl[r()rts) i\
iairh irrck'rarrt. I)t,nr.rntl for U.S. irrclrrstrial sP.rcc is
nrorc inf.lucncctl br'.r iigtrrc r.rrch ptr[]lif iTr,d; b1.11

tr.tde (exPorts l)/ti s inrl'orts), bcc.tttst' n'ht'tlrt'r gtttxls
.rre coming int() ()r 8()illg out of tlrc country; thev
havc to pass through tl.tc u'arehousing .rntl rlistribtr-
tion svstcnr. As (iraph I sho'n s, tlrc trcncl ir.t krt.tl
tr.rtlc has br:crr rising strcplv f()r a krng tinrc. r\nrl
fourth, .r tr.rrle sttrPltts is l]()t.r gu.rr,lntce ()r even d

rcli.rtrlc sign ()f prosp('rit\'. J.rp.rn h.rs b('('n running
large traclr: surpltrsrs [or tlte p.]st (lce.rd(., ('\'('lr.ls its
ec()nom), has stagrratec'l ancl its fin.rrci.rl systcnr
lrrought to thc brink of coll;rpsc.

'I Irt' othcr sirlt ol tlrt' intcrnati()n.ll tr.ltls.lcti()n pic-
trrre is caPit.rl irrvt'stnrcnt. This h.rs.rlso lrecn grorv
ir.rg sp.rr'ct.1cul.l1l1'for the lrast trlo rlt'c.rtlcs,.rnc] in
troth rlirtctions. [:orcign clircct investnrcnt in thc
Urritcd Statcs (lrl)lUS) has flr()wn n)()rc th.rn ton-
foltl since l9tl2, n'hile U.S. tlirr'ct ir'rvcstmcnt
abroatl (USDIA) has scxtupletl ovcr tlrc s.rnrc frcri-
oci (sct'Gr.rph f). l)ircct invcstrn(,rlt florvs consist
of cr.lr.ritv capital, tlcbt inclutling lo.rns [.rr' [.r.rrcnts to
.l[iili.rtc conr]r.rrrit's (or r,'ice-rcrs.r), tr.rtlc .rcctrunts,
anrl rcinvestcll c.rnrirrgs. Espr'c1.r11r' in tlrt,pcriocl of
e\ccpti(n,rl grorvlh cnjol,ec{ bv tlre Unitctl St.rtes in
thc latc 1990s, trcnrt'nclous vrtlunrt's of fore'ign
dircct invc:itnrenl c.rpit.rl \\'er(,.rttr.rett,rl to tlrc U.S.,
rr'ith \\'t'stcrn [:rrrrrPl' thL' princip,ll sotrrcc of neu
Itrrrtls (cspccir llr' (lt,rnr.rnr' .rrrcl tht' Nt'thcrl.rnrls,
rvith Switzcrl.rnrl .rlso lriglr on tlre list tluc to tlcbt
st ructu ring [rY Srr, iss-lr.rsed mu I t in.r tion.rl comp.r-
It ics ).
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Ltltibit 2: ltrttrtmtituml Dirt't't Itti,t'sttttc,,l /1)slli(),rs ( Ililliotrs of Dollnrs;
Ilistori.nl Cosi Bnsis)

l6txr
I {rxr
l2rxr
I (XXt

Stxr

6(Xr

{(x)
2(X)

0 rtit

s,$a ,"+ g$ gs$ s$ ,sP .f" .s" g. ,{S
USDIA - FDIUS

I'crhaps nrorr. tlr.rn anv otlrcr iigurc, thc c.tpit.tl
.rcc()unts 0n rlircct invcstnrcnt illtrstr.rtc ho\{ tight-
lv botrnri togctht'r thc u orlr.l cconomv is. Ilc.rl
('\t.ll(' h.r\ rvitncsscrl thc tlcgrcr: to rr l.ticlr crLrss-tror-
clcr i rr vcstors c( )r)'r p.r rc thc risk-rcl'.rrcl prrotilt' oI
.rlternativr' acqrrisiti()ns. It is n()t.tn accir-lcnt th.rt,.rs
rlrrltl stock nrarkcts h.rvc suffsre'tl, thc voltrrne of
capritaI lrcing rlirectt.tl irrto U.S. conrmcrcial propcr
tv bv tor('iBn('rs h.rs noticr:ablv incre.rscrl.

Much nrort' coultl lre s.ritl, tlrough tlrc linrits of
sp.rc(' c()11str.ri11 tliseussiort in tlris column. For
t,ranrpll', clr' ationart' prr'ssrlrcs ()vcrsoas (lrartictr-
larlv in Asia) lravt' ht'lpetl kccp U.S. c()nsrrrncr

l.,riccs d()\\'n, thrrs str1.rp.ro11ipg tl.tc Fr'cl'.s efforts to
stirntrlatt' our tlonrt'stie ('c()nonl\' bv clropping
interest r.rt('s to historic.rllv lorv lcvcls. At the s.rme
tinrt', tlrt'U.5. tlollar Ir.rs lrt'en kcpt 1'911' high (linr-
itinll ()rrr c\p()rt p()tenti.rl) .rntl it is likeh th.rt r!t'
rvill scc tlorlnrr'.rrtl l.rcssttrc otr thr' cfull.rr irr thc
conrirrg vt,ar or srr. Jhis is not strch.r lr.rrl thing,
rlt'spi tt' thc llrrsh .\tl ministr.rtion's cbgnr.rtic [aitl.r
in kt'cping lhc currcno'high.,.\fter all, it rr'.rs thc
(,-7 I'l,rza ..\ecrrrrl ol l9Sa thnt rcskrrt'rl U.S. conr-

Pt'tit ivt't'rt'ss orr tvrrrkl nr.rrkcts bv krrvcring tlrt'tlol-
l.rr th.rt set the st.rgc [or otrr crccllent cc()r']()nric

Ir('rf ( )rn],ll'r( (' tht,rr'.t ilcr.

ln slrorl, rvc are intinr.rtelv netu orkerl \\'ith thc rcst
rrl tltt' rvorlrl. U.S. ccr.tnonric polic\' (t() thr clcgrcc
such a thirrg c.rn [,c s.rit] to c\ist right n()\\') c.rnn()t
bt'st't on prlrrlv domcstic tcrms, .rnrl .rn.rlt'scs ol
()rrr ('a()n()nrv n'ttrst .rlrr'.rt s kor'p.rn cvc to tht irrtcr-
n.rtirrnal inilurrrccs orr trcncls.rncl thc gkrbal ranri-
iic.rtions oi rlecisions. Rc.rl est.rte profcssion.rls, ttrr,
rrrusl [.rc actrtelv arvart' of n'h.rt is happcnilg
bt,lrintl elrangt,s in thc tlcm.rncl for sp.rcc nnd in tlre
c.rpil.ll nr.lrkct ior orrr protlucts.

Hugh F. Kelly, CRE, is //rt' lrrirrrilnl of nt ittdtytrtrltttl
cotrtr:tlitrl ltrnL'liL'r', sptcirrIi:itt,t iu npltlittl tttrl tslttlt tr'rt
ttrttttiL's liu' clitttls iL'illt dtttttr'stic nttd itttttttrttirltttl cottt

tttolittl yroytrty itttr'l'sts. l(ty'lr7 rs brlsri itt BrookIytt, NY,
n,ul i5 .t'dl irrrra'l rls n io'itu' ttntl pul,lia sp tku.
lorur'rl.V, Itt it,r15 a,lrir'f rt1)rI(r,rIisl .fLtt- Ltttrltttto- lltrtlttl
(-,rort1t rnul turlltor rrl tln' Lnnrlnrtr Fo,il?sf l,1xx I1)n"t1 l()

('rrtrtt:.r'/rrr. rr/ I(rrr1 I-:hrlt', chnir of its Nt'ir, )irrl
,\lrlrrlrrr/ilrirr Cltrtyttr ir 1999 rrttLl 2l)l)l). rrttLl Lrlitor itr
cltiLlt'l "lht Cr,tt tt:r'/rrt." rlr'('sl'ltr'r li),1 199; I9!)9 {l-
u rrri I : lttr.\ltktl lv,, hLtt n tnil rLtnt )
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INSIDER'S PERSPECTIVE

FOCUS ON INVESTMENT CONDITIONS

TsE DawNrNG or A NEw Enn ron
CorurunncrAl Rrar EsrnrE IruvssrunNr

fI-1 h. l,r*t 1l{ nr,rrrths lr.rrt.[rt't'r'r .rrtluous for cvcll thc most rosilicnt .tnlong

I u.. A r"cctti,,n, th..,5epttnrb(,r I I terr()rist.rt[lcks rvitlr continuing thrt,.tts
I trf tcrrorisnr, c('rF('rJl(' ,rtcotrnling sc.rntl.rls.rncl comP.rn,,'b.rnkruPtcies,

tht, tumbling skrck nr.rrkt,l,.rrrrl norl tlrc likt'lihoocl of nrilitarv actiorr rvitlr lr.rtl
lr.rrt. l.rLt.n tlrr'ir trrll rrn orlr n.rti(,n'r l'*\(llr,.

l{r,r,1/r /ii({' /r. t-/i i

M()st invcst()rs rvcrc Irolrelrrl th.rt tlre ccorronrt' n'oultl lre [r.rck on a firnr
grorlth tr.rck bt'norr'lrtrt th.rt is rrot thc rc.rlitr'. \Vorking o[f tl]c cr.ccsscs cre.rl-
eri during the trch but.r[rlt'is laking lnore tinrc tlr.rn er;recterl. Slorv ccononric
grorlth is killing rlenran,.l [or crrnrnrt'rei.rl r('.rl cst.ltc, .rr.rtl .rs .r restrlt, our out-
look is more tre.rrish norl th.rrr it \\'.ls just .r tc\\' lr1()nths ag().

L)cspite thc slorv grorvth, tlrc U.S. eeonornv Ir.rs lrclrl up rclativch u't'll tlrtrs iar,
th.rnks to consunrc15 .rncl thc aggrr'..ivt, lorr r.rtcs initi.rtetl I'r' thc l:rtl,:ral
llcscn e. Micl-trrnr clcctiorrs nr.r\' lre ovcr, ['ut thcrc rcnlains pl!'ntv of unccr-
t.rintr' .the.rcl. Thc crpectation is that 2{)()i rlill be thc vc.rr th.rt the l.rusirrcss
cnvironmcnt shorls life lrt,t'orrtl tht'tcclr rurrr up, hut \\'e.rre not otrt of tht'
rvootls vet. Comrlcrci.rl re.rl c:it.rtc nr.rrkcts u ill l.rg bchinci thc ccononrr' [.rv sir
to twclve nronths, rvhiclr rrr('.rns lh.rt tlrt'sp.rce nr.rrkets u'ill n()t scc illrpr()\'r.-
mcnt until 20(){.

REAL ESTATE ATTRACTS INVESTMENT
Witl.r tl.re debaclcs of l.lrrrorr, (ikrbal ('rossing, Atlelphia, Tvc-o, ancl clozcns ol
other companv [.riltrrcs, tl.te st()ck nr.rrket g.rmbling tlavs are ()\'cr hrr r]r,rll
investors .rt lc.rst for tlrc forcst,tu[rlt' [uturr:. lnstc.rcl, invcst()rs h.rvc r'lirectc,.l
thcir invcstmcnt cloll.rrs .rx,.rv fr()r)r llre 

"'ol.rtilitv 
oi the stock markt,t .rncl

torr'.rrcl more st.rblc.rntl incorlc-tlriycn assets, likc re.rl estatc.

Horlever, until corl.ror.ttc carrring' [.rt'girr l() incrc.lsc.rnd transP.rruncv anr.l riis-
closure inrpror r, c\p('ct rli\ciplin('tl assqt .rlloc.rtions k) public ancl prir'.rtc rcal
ostatc invcstmcnt trtrsts (llEl Is) antl realestatt'limitctl partncrships (lll'-l.l's)to
continuc. Consistcnt c.rslr ou' Jnd levcr.rg.rlrilitt .rlso nr.rkc rc.ll cst.rte.rttr.rc-
tivc, btrt in thc long rtrn, rlcnr.rntl ironr lrortfolios t() invest in rc.rl cst.rtc n'ill
cvontu.rllv help.r dviI(' tlou'n rt'turn'.

Me.rnu h ilc, horvcycr, thr Iorv in tt'rt.sl r.r t(' r'n v ir()n nrcnt .r ntl lon rcttr rn cr Pcc-
tations for ir.tvestmcnt alternatircs havc restrlterl in re.rl est.rte rcturns l.rccorn-
ing oxtrcmcl\'.rttr.rctive. As oi this n'ritirrg, I0-1'c.rr govcrnmcnt bonds.rre rrr'.rr
-1.0'),, u,hilc cxpcctc(l re.rl rst.rt(' r'icltls cling tourrrl 1 l.{",,, rcstrlting in a vicltl
spread of 7.-1"i, the rvirlcst g.rp (,v('r rr'ilnessctl irr tlrc 2(Iplus vrars that Ill:ll('
has trackerl this rrlationslril.r. -['lrt'rc arc nrant, tl.reorics.rs kr r,r,hv tl.ris sl.rreatl is

9:?
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\() \\'ide t()(l.r\; brrt in thc final .rn.rlvsis, the rcsult is
tlr.rt rcal t'statt' r'it'ltl rt'tlt t ircnrcr.t ts .rrt' bcitrg krrr'-
,.'retl .rnrl c()nrprcssr'd in tlre crrrrclrt t'cononric antl
iirr.tnci.rl cnvir()11nl('r'li. Basecl rrn l.llili('s sprcarl
.lnd c()mpctiti\'(. .rnalvsis, r,itltls on solicl .rssets

that are prop.relly rrntlcrry rit ter.t shorrlr.l st't, tot.rl
r it'lcls bclLrrr I(1",,.

Ilrrving right antl ar.lt'qu.rtclv projretirrg c.rsh florvs
.rntl valucs Ir.rvt' .rlrr'.rt's bccn kt,r' to strcct'ssftrl
invqsting. Likt,otht'r [ornrs of invcstiltg, rt'.rl r:sLrte
investment corrrt's tlox,n to the tr.rl.urce trctrvecn
risk .rnei re\\,.rr(ls. Iiotcls .rncl of[irt' irrvt'stnrent
havt' I.riskrricalh ()ltcr('d strong up\i(L' p()tcnti.rl,
brrt.rlso lr.rvc Lrt't'n r'rrnsirlcrcr.l high-ri'k ns \'.rc(rn-
cies c.rn flrrctrratt'grt'.rtlV ancl c.rt .r\\n\ .lt thc Lrot-
tonr lilrc. Intlustri.rls.rnd .rp.trtnr('nts, on thr otl.rer
hantl, offer slr()nB in(()nc gro\\'th but tr';ricallr,'clo
rrot offcr str()llll .rpprcci.ltion potenti.rl. Llcvoncl
tlivt'rsification of one's l.rortfolio, ineltrciing the re.rl
rsLrtq portion, pr()p('rtv r'.rlut' .urtl prieirrg .tn.r lvsis
shrrulr.l bc vic\\'(.(l nr()rc (lu.rntit.rtivel\' t,r' :c[,.rrat-
ilrg otrt the eontp()n('nts in orclt'r to rt'eltrct'risk.tntl
i ncrc.rse lrvcr.rl I rerr'.rrrl.

I lrerc is plentt, of c.rpital chasing rt'.rl t'state, rvhich
is pt15l11n* trp priccs .rntl rctltrcing rcturns.
ll()\\'cvL,r, tlris rvill tlrangt'.ts stocks \t.lrt c()ming
L,.rck.rncl rc.rl t'st.rtt,\\'()rks thr()uFIr thr. l.rB t.rctor.

WHAT DOES THIS MEAN FOR COMMER.
CIAL REAL ESTATE INVESTMENT?
Wc Ir.rte to br' lrcssirristic, but it .rpp(..rrs that a

nrajrrr pr31.1{ig11 shift or thc ciarvrtirtli of .r neu'
cr.r for re.rl est.r tr' i n \ cstnrcnt - nrat' bt, rrnrlcrrr'.r\'.
Itl\'c:itment in nrost l.roPertv t\'lrr\ prescntlv is
,lr.tr.trlt,rrzt,.l [rr lrrrr rttrrrns ir] .tl'r r'r'r\ rr.r'rnrer'rl
rvherc tlefl.rtion is rnorc of (r c()nccrn th.rn is infl.r-
ti()n. \Vr.'rL' sct,ing slrr$' rc()n()nri( arrcl corpor.ttc
gr()r!th, .rncl .r (\)r'rsr'r\'.rtiVc Postur| in r)r()st c()nr-
p.ll)i(,s. Pcrh.rps r1r()re int[)ort.rnt is rrtrr rrrncenr
.r[rorrt hon'thc t'cononrv rl'ill [.r'.rr tlrt. rrt.cess.rrt'
.rrtr.1 r1g1ri11g.,,'1 r,1 11,,111.'1.rn.1 \(,( rrnl\ r(\lurr('(l [,i
thc continr.ring rr'.tr on tcrrorisrn.

Altlrorrgh c('rtnirr r(irl ('\t.rte \cct()r\ h,rrt' slrorvr.r

sillns of str(.\s ior sonrc timc, the t'llects 0f our
strtrggling ccorronr\, are n()\,v bec()rling rnuch morc
npp,lront. REII("s third (lu.1rtrr 2l)01 rt'search intli-
c.rtcs th.rt office rcttts slipprg{ .111,,11',.'r. 5 hr 10",,,

antl rcnts .rnrl r'.rlrrcs,/prices .rrt' t'rIrcctctl to [-rc

n t'ak througlrout 2l)()j .rs thc ()fficc nr.rrkrt .rdiusts
to tlrt' realitics ol' a sIrr|or gr()\\'lh ('t] \'ir()nment.

Industrial [rr()[rcrt ics .r rc e\pect(,(l to bt' ont, of tltc
[irst L-rcncfici.rrit's oi .rlr ccononric rt,covrrt; n'itl-r
rcnts.rnd r'.r lu e s/Prict's expectctl trr clt'eline frtrtht'r
bcforc beginnir.rg to slrow, improvenrcnt in 2003.
Asking rents f()r apartments h.rvr'ht,lcl [.rut conces-
si()its .tre c()ntnl()r't in most m.rrkt'ts, arrtl t'ffcctiyc
rcrrts.rncl valrrt,s/1-riecs.rrc cxpccte(l tr) c()ntinue t()

rt'nr.rin f.l.rt in l0()3. Retail rcnts .rrrcl priccs/\'.rhrcs
al'o look to runr.rilr tl.rt through 2()()3. ()n the othcr
hanrl,,,\DIl lor hotels is rxpccteri lo incrc.tsc 2 to
.1",, in 20()3, rvith 

",alrrcs/;.rriccs 
c\pcctr:cl to

strcngthcn in 2003. ()r'nt'rs will rccognizc ncces-
s.rn tlownrrtrrl price .rtljtrstmcnts rvlriclr u'ill con-
tirrut' irrto 2()0.1.

( onrmcrci.rl re.rl cst.rtc priccs h.l\'(' pcnkcd, and
givcrr rcal t'statt"s l.rg on thc econonrt', clo not
('\p('ct space nr.lrk('ts t() rccovcr until 200-1. Wc
(.\pect tlrat rcrl cst.rte rvill krsc its lustrc irr 2[)03,

givcrr current pricirrg l('\'tls, ;rs tht'stock m.rrkct
stabilizes.
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INSIDER'S PERSPECTIVE

f;trt "gloh.tl" itt llottt ,'i rontt'tt'orrlr.rntl tlrt'crtnnt'cti()lt n't.lkr'\ \r'rtsr':

I 
/ Fl, 'b.rl (.c( )nr)nl\', Il.,h,ll ('.lt]itJl m.rrkt'ts, gkr[.ral entert.rinntt'nl, rrr glob.rl

-|- \F(rrl\. A\ f,rr.r tlr)b.rl rc.rl cst.rtL'nr.rrkct, it h.rsn't arrivr,tl vet. \\'h.rt
c\ists is nl()stl\' .r p.ltch\\'()rk of n.rtion.rl re.rl esl.rtc m.rrkcts, s()nr('\inlil.lr, but
nrost strikinglv tliffert'rrt. 'l lre first gui(ling [)rinciplc for rc.rl c:it.rtr' orvners,
irtvr.'slors.rnd users is: "there is rro global re.rl r'st.rt('nr.rrkct p('r s('."

li a 'r'anrlcss, intcgr.t(,(l gloLr.rl rc.rl est.rlc nr.rrket clocs r.rot \'(,t ('\ist, it is n({
riuc to.r l.rck ot intcrcst ott tlrt'l-rart of corlror.rtions, lrusinesscs, .rntl rrthcr trscrs
()i \P.r((', n()r indiffcrcnce ()n thr' p.rrt ot rt'.rl t'statt'intcstors antl o\lners.
CoIrrP.rIrics sc('gloh.rliz.)ti()n .lr..t nto.Its to finrl ner\, m.lrk(]ts, nr()\'('cl()ser t()
cust()nrcrs, .rnrl rctluct' rn.rrrtrf.rettrring.rnd ()th('r e()sts. Invcstors, too, .tlc look-
ir-tg bt'r'ontl their orvn txrrrlcrs, in p.rrt lrec.rtrst' sonre hornt nt.rrkets .trc to()
snrnll ()r t(x) c()mpctiti\,(' antl tlo not offcr Dr.rnV ir]\'estnrcnt ()pp()rlu nities.
lltt'cstors.rrr: trving t() r(',rli./(, higher rt'ttrrrrs bv taking.rrlr'.rrrt.rgt'oI incffi
ci('n(ir's ()r unique ()PP()rtunitics in loc.rl nr.rrk(.ts, rvhilr orvr-tt'rs (rr(,sr'cking t()
c\pnn(l thcir cristing portfolir)s ()f .rsscts antl [ruilr.l on tlrt. sLrttt'ss of their
clorrrt'stic [rtrsincsscs.

(llobalization offers thest'p.rrties incre.lsc(l c\p()srrrc to m.rrkets, rrrort'ilrvest-
In('nt clr()ices, .lccoss t() gl()[r.rl c.rpital nlnrk('ls, antl .rt]tlition.rl opPortunitics to
incrtust' clt'al fhrl to acltit'r'c grc.rter g('()gr.lphie tiiversification, rerlucc
rlclrcnrlcncc on.r singlc rrr.rrkt't, .rntl snrtrrtlr or incrc.rsc portfolio rt'ttrrns. For
th(' h()\l c()untr\', gkrtr.rl irrvestnrcnt nrclns incrt..rst'tl tlonrrstic r.nlpl()\'lt'lcnt,
gre.)t('r,r((ess to intt,rnational c.rpit.1l to finanee grorvth.rnd colr]pctc intcrn.r-
tion.rllr', .rcccss to glolral tt'eh rr r rk rgics, .rrrtl rrtht'r lrcnt'fits.

ln tlrc glob.rl eltvirortnrt,r'tt, tlrc kcv to sllccess [()r o\vncrs, invr,st()rs.rrrcl trscrs
oi re.rl t'st.rtt'is kr reallv trrrtlt.rst.rnrl krc.rl rc.rl t'st.rtt'markcts. Wlrt.ther tlrcr''rc
irrvr'sting Lrillions .rrounr.l the Pl.1nr.1, or nrillirrns in .r fcrv countrit's, ()\\'ncrs,
int't'stors ,tnrl trscrs rlrotrl,.l h.trc .t tlrorouglt krrorvlctlgt of tht, nr.rrkcts in
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n'l.tich thcv cl'toosc tir invt'st ttr rtprt'r.rtt'. Iht'\'
shoulcl knou, thcsc m.rrkcts.rs rvcll .rs tlreir honrc
nr.r rkcts.

Evcn sophistic.rtcr.l re.rl cst.rtc p r() fcssi()r].r ls r.rn
nr.rke the mist.rke of takirrg tlrt'ir knorvlctlgc ol
their home re.rl cstate markt'ts antl tn'ing to appll'
it to ()thcr m.rrkcts. Lfut \\'h.lt's trtle in onc nrarkt't is

not ncccssarilv truc in .rnotltcr. Intcrn.rtiorr.rl best
pr.lcticcs .rrc dt'r'elopir.tg but .rrc n()t utrivcrsallt'
Jcceptecl ancl .rlmost .rlrr'.rYs h.rvc n.rti(nr.rl t\f ists.
Oftcn, thcsc bcst pr.rcticui arc.rclaptccl t() l()c.ll trn-
rlitions, culturcs, anti politics. As.r rr'sult, t'r't'n'
r.n.rrkct h.rs a unitlttc sct ot olrshclcs or tr.rrricrs lo
cntrv th.rt, tlcpcnrling on onc's vicrr'lroint, can [rt'

l.ritf .rlls or o[.r]rorttrr.titit's; ior cx.rnrl,lt', l.rrvs l.rvrrr-
ing ton.rnt riglrts nr.rr't,c.rn otrst.relc t() in\'('sk)r\
.rnrl ol'ncrs but .rn o[rportrrnitr' for nt u ltitr.rtion.r I

comp.lnics .rntl lrtrsincsscs- Tl-rt, kt'r' is to rccrrgttizc
thr:sc obst.rclcs ()r opp()rtunities, consiclt'r lltc
()pti()ns i()r tlc.rling u'itl.t thenr, anrl tlcvclop st1J1!'-

gics to nritig.rtc ()r c\pl()it tlrcnr. Iir clt'.rl rvith b.rrri-
crs t() cntr\' .rntl other isstrcs, ou'ncrs, iltvcstors,
.rncl users oiten utilize inrp.rrtial, rcput.r[rlc l()c.rl
rc.il estatc res()u rccs, irrcltrtiing .rccotr nti nH .rrtcl t.rr
.rclr'isors, .r ttornevs, constrlt.rnts, brokers, .urcl eapi-
t.r I p.rrtners.

Dcspitc intcrn.rtion.rl efforts t() rc(luc(' [r.rrrit'rs to
t()reign investntent, i()reign rtrlrrcrslrtp ot rc.rl
est,lt(,in m.rnv countrics is oftcn sutriect t() spcciiic
r,lomcstic rcstricti()ns .rntl prohibitions, arrrl gkr[,.r1

investors oftt'n utilizc spccinllv t.rikrrctl orr'ncrshil.r
\tructLrres t() nritig.lt(' such rcstricti()r'r\. ln \lcrico,
for er.rml.rle, tlirect orvncrshi;.r ()l rc.rl e\tJtc [r\'.r
foreign ir.rrlir irlr.ral or ctrtitt is l-rohit,ite,.l rlitlrin
l()() kilomctcrs oi thc borclcr.rntl n ithin 1() kilrrnrt'
tcrs of the' co.rstlinc. ,\ iorcign-orvnetl \lcrican
c()mp(ln\; honcvcr, nr.rr'.rcqtrirr trtrst rights trr rc.rl
t'statc througlr tlrc crr..rti1)lr of .r trust u'ith a

\lcric.rn [,.rnk .rs tnrstec.

I{L\rl oslrtc nr.rrkcts slorr'lr' [-rtrt surt'h .rr(' r)'l()\ ir]ll
torvartl glo[.r.rliz.rtion bl rt'nroviltF b.rrri('r\ t() ('ntr\;
.rtlopting glo[.r.rI rc.rl cst.]tc st.rr(l.rr(ls, anrl tlt,rt'l-
()pinB the leg.rl .rrrrl pr()fcssi()nnl inlr.rstructur('
ncetlerl tr.r .lttrnct c()nrPnnics, Lrtrsinesses .urtl
invL'stmcnt c.r[rital. Global invcsl()r\, ou't'tt'rs, .tttrl
users.rrc helping to ririve this [rr()c('s\ lrv g('ner.]llv
t.rking a consistt'nt .rppr(Lrclr antl rrsinll tht's.rnre
mr,thorlokrgies, \'.rlu.rtion technitltrcs, tar analt'sis,
linritetl li.rbilitv iitructu rrs, nrct rics, .rnd nrotlcls to
inycst in or.rcrlttire Pr()Irertit,s or clrr [rLtsittt'ss iront

nr.rrkct l() nrarket. ['lrt' kev to strcccss[ul offslrore
ir.rvt,sting is to rrr.rke tht,riglrt c()ntncts rl,it11 r('p-
tut.rblc loc.rl p.rrtncrs .rn(l kre.rl .rccotrr.tt ir.tg, t.rx,
legal, anrl otht,r scrvict' pr()\'id('rs, anrl to c.rrefullt,
tlt'r'r'krp tht' nl()st r,itiei('nt slrrrctrrr(,s th.t Iinlit
irrvcstor Ii.rtriIiiv anrl nrirrinrizt' fort'igrr hrxt's .rrrtl
rvithholri ing ()bliH.rti()r'rs.

I hc ( zt'ch I'lcPublic is an eranrPlc oI a c()ur]trv thnt
h.rs nr.rrit' strut.lrrr.rl ch.rngt's ilt its r'cononr\',
inclutling tlcvckrpnr('nt ()f .r privJt(' renl ('st.rt(' Il.rr-
kt't, to attract [rtrsinesscs .rncl rt'.rl t'st.rtc irtt't'stors
trorrr.rll ovcr thc rvorltl. l)cpcntlirrg up()n tlrcir
risk, tar, anci eapit.rliza tiorr rulrrirt'nrt,rrts, gkr[.ral

irtt't'strrrs in thc C zech IlePtl[-rli1' ,.'.111 eltrxrst' frtrnt .t

r'.rrir'tv oI orvnt'rshi1'r lehicles, inclu,.ling lirlitctl
pnrtn('rships, Iinrilt'd liabilitv c()rrrp.rni('s, arrtl jrrint
stock conr[r.rnies. l.c.rsc [rrovisiot'ts ar,.' tttIlv nt'go-
tiablt' .rnrl ('n f( )rac.l [r l(' arrtl rt'.rl t'st.rtc nr()rtg.rg('s
(lr(' ( ()n1t'l'l()t'I.

('trtrntrit,s,.1ifft,r crrrrsitlcrabll in tlrcir (rPPr().ches
to kust, l.rrr' .rntl tt'n.rnt rights. lllanv have cstat.r-

lishetl lc.rsirrg gtritlt'lint's tlr.rt tJ\'()r th(' tr'n.rnt's
rights ort'r tlre l.rntlkrrrl's. r\lthotrgh nlJrl\' c()trr'r-

trit,s linrit such rights to rcsiclt'nti.rl rr'.rl est.rtc,.r
rrrrnrtrcr lt.rrc t'rtcntlt'rl sinriI.rr rights lo c()nrrrcr-
cial prrlrP('111... Iitrrthcrnrore, tt'nant rights oftt'rr
r'.t rt' [rt' protl uct tvP(' \\' i tl]iIl (l c()t lltt r\'.

In []r.rzil. carlv Ic.rsc tcrnrirl,rti()n anti .rtrtonr.rtic
rt'nt'rlal rights ar(' c()nrnr()r'l in conrnrcrci.rl lc.rscs.
Lcast's art' frrr .r rnininrtrnr tcrnr oi 36 nt()ntlts, lrrrt
t(,nnnts hn\'(' tlrt' right kr t('rnrir).rl(',r lttrst' rvitlr ottt'
nrontlt's rtoticc rt'garcl lt'ss oi tht' c()ntr.rctu.rl ('\Pir.r-
tion clatt'. ()nct'.r tt'rr.rnt h.rs occulrictl tlrc Prcmiscs
for nrrrrc th.rn [ir e vr,.rrs, th.)t t(,r]nnt h.rs thc right to
c()r'rlirlu('t() ()ccuPt the spaet' [0r.r nrininrttt'lr oi ot-tc

rrrrrrrth pcr year ()[ ()ccupdr]cr'. Ijor nrttltitratirtrral
c()nrp.llli('s .rrrcl rrthrr ghrb.rl users, tcn.urt riglrts
rtn lrc .rn .rrlr'.rnt.rgr.'; hou t.r't'r, for rttl t'st.rtt' orvrr-
crs anrl iltvt.strrrs, tcrrarrt rigltts Present .1 Irur)r[rr'r
ol rislr, thc n)()st iDrp()rl.urt lrcin$ tht'r.lisrrrption oi
r'.r.lr llu$. llrr'r( rn.r\ hr' \\,r\ \ l r r)\\'n('rr lr) .rl
k'ast partlv nritig.rtt' thest' risls, strch as rt'rluirirrg
t('r'l.rrt\ t() p.rv highcr \cauril\' (le[r()\its.

()rrt'of tlrt'nl()st e()nrnl()lr rvavs irr rthieh cotrntrit's
.rre l()\\'crinB invcstnrent [,arrit'rs is through irrter-
n.rtion.rl t,rr trt'.ttit's, rvlriclr art' [rt'ittB clrangr'rl trt
rt'rltrct, [ort'iHn irrvt'slor u'ilhholr.linE t.trt's or rlotr-
[rlc t.rr..rtion of inconrc ()r t() ,tcl']i('\'c 0llrer tar
rt'lltretion nlr,Jsrlr('s.'l'lre slrtrcltrrt, atloptl,ll f,11 11'rr.,
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.rc(luisition ()f dircct ()r indirect intercsts in real
cstalte ()utsicl(' tlrc investrlr's cotrntrV of rcsitlcnce
almrrrt ,tlu.tr'< (\'nlrr)1. tlt(, (.\lr'nl r)l taralrilitv ,rl
llrt Plqvfilr,.rtttl llrc rr.r',,f t.rr I,,*rt..,rrr(l (l(.(lu(-
tions, from thc invcstntcnt. l)epenrling orr thc
c()untrics irrVolVccl, tllc Ltsr ()l t.r\ hn\,('r't cntitirs
can be lroncfici.rl or.r clis.rstcr. Thc orvnershi].r.rntl
tax structurc pl.rnning pr()ccss utLlst t.rke irrto
.lccount thc p.rrticul.tr circuntst.rnct's of lhr
investor (for er.rnrplc, tlrt' inr, cstor's rcsitit.ni juris
cliction, n'hctlrt'r the invr,stor incltrcles t.rr-crentpt
or p;rss-throtrglr cntitics ()r rc.tl rst.ttc il't\('stntent
trusts (liEITs), .urtl tlrc invt'strrr's intlivirlu.rl t.rr
attributes).

Er,'cn rvith ta\ trc.tties itr pl,rct', thc issue ol loc.rl
ta\ation is .l c(nst.llt ver.ttiorr ior ox ncrs .rnrl
investors. Propt'rtr; inconte, .rnrl c.lPit.ll g.tilts t.l\
yarv n'iclclv front countrt't() c()untr\' ,rnrl s.rles.rnrl
tr.rnsfL'r t.]\cs \uch .ls \'.tluc Acltlecl -I,rr (\ A I 1 ftrr-
tlrcr conrplic.rtr both tltc structur.tl .ltd tisc.ll p()si-
tion of offslrorc invcstmcnts. In the .t rc.r o[ t.rr..rtiorr,
a. itr.r' n],lt'l\' tl't('r .lr(',t: (rrr't\i.fl) 'tH vrir\(,,1\
invcstnlcnt, thcrc is r.ro sutrstitutc for Irc.rl knortl-
eclge.

[-hc issuc of l.torr' .rncl rvhcrr to iin.rncc rr.tl cst.)tc i\
.rlso problom.rtic for orvncrs, invt'stors .rntl trsers.
\'Iost real cst.rtc nr.rrkcts pr()\'idl] s()ntl' f()rnt ()i
levcragcrl rc.1l cst.ltr fin.rncing. First, nt()rtg.lllcs
.1rc the nlost e'stablishctl fornt. .,\lso c()ntnt()n .trc
\itr\iItH i rnr\ ol .t.e(lt'tti nl()rttJt(, .rr I]l(.,/./.lIl 'l(.

fin.rncing. In thrsc corrntrics, intt'rn.rtion.r l rt,.rl
cst.lto c.1pit.rl pro\ idcrs such .rs pension .rncl
opportunitV funrls.rre oftcn tl.rc p.rrin1.111' sotrrccs of
mezz.rninc c.rpit.rl. Ir.r countrics t{itlt()ut .ln (,\i\tinll
m.rrkct for mczz.rninc financing, thc lcg.rl infr.r,
structur(' is ustr.rllv sufficicnt t() supP()rt sucl'l
financing. Comprlcr ccluitl stnlctlrrcs drc.tlso c()nt-
mon. [-.rrgt'sc.rle rc.rl cst.rtq clcvclolrntcnts .tnd tr()-
pfi1' ProPcrtr' .lcquisitions ()ttcn lend tlrt' nrarkt,t
rvith sol.rhistic.rtccl tical structrlrr's tltnt .lre
clcsignetl t() nrcct thc rospcctivc rrcctls ot tlrt'ir

irr"'t'stors. Irr solr,rt' cotrntrit's, tltrtr[rlt'x ('quitv slrurc-
Iurt,s art' l.rilort.tl trt.rrltlrt'ss ntarket-sPecilic isstrt's.

Itt Argcltlitr.t, for t'r.rnrPlt', nrttst t'ontntt'rci.rI rc.tl
csl.rtc tr.urs.re ti()tts .t rt' nt.trlc on .r l()0",, t'qtritv
[.rasis. \\hilc c()ntr)r('rci.rl r]r()rtB.lg(.\ (.\i\t,
Argentillc ilttcstrrrs g('n('r.lIlv t.rvor incrt'.rsirrll
tht.ir u;uitv st.rk('s ()r rrtilizing Pre[1'111'tl t'qtrilv
p.rrtn(.rs to [rorrorr,'irrf] Ir()tr1 Arg('ntin(' b.tnk\.
lVhcn sttclr p.lrtn('rs .l r(' rrrt,tl, lrrcft,rrt'ti, ,rnrl str[r-
ortl irtatt'r.l (,(lu i tv st rurtu r('s in,,\ rgen t in.r si nrtr la tc
conlt'rr tiorr.r I [irst ntortg.rgt' tir]nnfinll antl oilt'r
levcragetl retunrs t() strlrorrlinalctl (.(luitv h()l(l('rs.

CONCLUSION
Irt .rn t'r.r rr hcrr virtrrallr' ('\'('rvthing rlt' eontt' inlo
c()rlt,lal \\'ith on a tlailr,' [.rasis is eithrr Dl.I]ul.lc-
ttt rctl, .rsst,nr[-rk.tl or protl rrcerl otrlsiclt. t ht' Un i tetl
Stntes, it is cle.rr tlr.rt tlrt'r'r.r oi glob.rliz.rtion is ht'rt'
.rnr.l ht,re to st.rr'. Ilorvc|t.r, globalizatiorr nt()\'r,s .lt
il diltr.rin$ pna('(l('p('nding ()n th('rl('nt.utds ()f thc
('c()n()lr'r\' .rntl ol tlrc \\'illingncss ol t..rclt incltrstrv lo
rr'-l(x,l ti)r Hlr,t'.rl t,r|.rrrri,,n. Ii('.rl (.\t.llr, i., ,lr't(i
.rl\\'.rvs \\'ill l.rr', t'sscnliallr'.r Iocal incltrstrt'. Yet, thc
Iurr.oi globaliz.rtiorr .rrrtl thc prcssrrrc pl.tccd ()n tltc
rr'.rl ('stnte ir'r(iustrY bv its c()rc eli('nt('l(' C()rp()r.rt('
lread ti/rrhrrll r\rrrt'ric,r .rntl .rlso [rr an incrcasing-
lv inlt'rnational elicrrtclt' that is itsell Iookirrg to
glob.tl izt' lrt t'r lranri inB inlrr nt't! rn.lrk('ts, inclu(l-
ing North Anrtric.t is irrrcillg 1,.,r, itltus, il-rnor'.r,
tiorrs, .rrrrl bt'st [.rr.rcliet's tlr.tt rvill lt'atl t() .r gre.rtt'r
ippr(,ciJtioll ot tlrt' gkr[r.rI ntarkct .tn]()nll ()\\'ncr\,
tr.,t'rs .tnrl invrstors in tlrt. rcal t'st.rlt' intltrslrr'. l ht'
glrt'.rl n'.rl r'\lJl(. rr)Jrl(.t i' lik.'lr t,' lrr.r,,r:rr' rr..rlitr
stxrn(,r ih.1n \\'r'.rll nriglrt thirlk.
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vcr tlre l.)\t trvo tlec.tcles tlt,rr'gu l.t tior.r, gror,r'th, intcgration of iinanci.rl
m.rrkcts, .rntl sigr-rific.rnt lrolrtic.rl .rntl t,cononric rctornrs .rrotrntl thc
glo[.rc have pr()pclleL].r tirarlrtic incre.rsc irr in tt,rn.rt ion.r I in\'(.stnrents.

lht' levt'l ot itrtt'rnational inveslnrt,nt r'.trics, l'torvt,r,r'r, sigr.tificanllv across
eorrntrics. For er.rnr[rle in 1993 U.S. pcnrii()n full(is hatl -1.5'li of tl]ci[ .rssets
invt'stcrl in intcrn,rtion.tl equiticr (li.rjtclsnrit .rncl ltorz.rl.r, 1995) rvhilt' U.K.
[rrnrls h.rrl 25",, ol thcir tuncl\ ill in ton].rti()n.rl invcstr)rr,!rts (Srve'crrt.r; 1993).

NIost intcrn.rtiolr.rl invt,stntents h.rvt.ioctrsecl on slocls,rltcl lronr]s.tntl to a sig-
nilicantlY sm.rllcr r'xtent on rt'il t'st.rlt'. S()mc inst itu ti()r'l.r l inVCSk)rs, p.rrticu-
larlt', irom Urritetl Kingtlom, the Nethcrl.rntls,.rnrl nrrrc rtccntlv fronr l.rpan
hayt'csLrblisht'rl lrn(liti()ns in intt'rnational pr()[rcrtv invcstment. Tlre lt'r'cl of
l.artici['.rtion ()t L.S. iIl!cstors irr ilrtt'rrr,rtional rcal t'state inYcstn]cnts, h()\\'c\'-
t'r, Ir.rs bccn nrinor although in thr rrcent ve.rrs thcr('h.rs been.r gr()\\'inll intcr-
e\l in this tvp('()t ir'rvcstmcnt. \\'ilh Iirr.rrrci.rl rlcrcgr.rlatiorr, tl]c intcgrnti()n ()f
glob.tl m.trkets, an,.l thr emergt'rrct.oI global rc.rI cst.rte sen'ices conr[..rnirs,
this persprctivc is ehar.rgirrg anrl ilrvt'stors.rrt't.rkir.rg .r nt'rv look at llrt' possi-
lrilitics for intcrnational lrropcrtv ir'] \'cst nrcn ts.

BENEFITS OF INTERNATIONAL REAL ESTATE INVESTING
Intcnr.rtion.rl r(,.r1 cst.rtr inVcstnrr.nt\ nr.rV hclp irrlt.sttrrs incrr.rsc rrtrrrns or
retlttct'risk. U.S. ilrvcstrtrs nt.-tv iltt rt'.rst' tlrcir rctrrrns bv invcsting ill intcrn.r-
tion.rl pr()perti('s rvitlr prospects ior bctter perf()rrn.lltc('th.rn clontrstic asscts.
Iior t'xample, rluring tlrc pcri()d l9f{5-1995 U.S. invr'stors, had thev investerl in
ofiice lrropcrties kreatt'tl in U.K., Atrstr.rli.r or C.rr.rtl.r, .rs ()pposed t() (l()nrcstic
asst'ts, tht'r' l'r,ultl h.rve c.rrnctl .r signilic.rntlv highcr rrturn. t'.rggliari, \\cbb,
('.rntcr, .rncl I.itblich (1997) founr.l that rrfficc plrpcrll ir'rvcstments in thc U.S.
tlLrring th.rt peri()d pr()\'iclcd a,/('r().1\'('rigc.-urr.rr.ral rt'turrr rvlrilt'sinril.rr irrvcst
l)rr'r'rts ill U.K., r\trstrali.r, .rnrl C an.r,.l.r [irovided .n J\'(,r(rgc anntr.rl re turn .rs

high as 12.-1'1 ,, 11.1",,, .rntl 4.5'ii,, r't'sPt'ctivclv.

I

JoLri\Ar or,Rl rr E5rArt P()r(Tr.()t r() Mr\Act,ur\r, litlumt, 8, l\'untbtr Iour,2002 :IE

Intt'rn.rtion.r l rL'.rl ('st.rtc invcstnrcnt\ ean help-r invt'stors recluce risk in trvo
nars. First, br invcstirrg in fort.igrr nr.rrkcts tlrJt art'less riskr'. For cr.rnr[rlc,
l'.rggliari, \\i,b[.r, (.rntcr, ..rntl Licl'lich (1997) f()und that offico investr]r(,nt pcr-
lirrnrancc in the U.S ancl Can.r,.1a nirs cor.rsiclcral.rly lcss r,'olatilt. tharr officc
ir'rvcstnlont perfornr.rrrcc in Australia antl tlrc U.K tlrrring tlrc periotl 1985-1995.
Sccontl, invcstors rtn rccluce risk sintply bv clivcrsifving tl.rcir p.rortfolios *,ith
lltt'irrelusion ()f [()rci!]n .lssets rlhost']rcriornrarrce is likch'to bc nrirrinr.rllv
eorrel.rtocl \\'ith pcrh)rnr.rncc rrl cLrrlcstic .rsst,ts. Strch lorv correl.rtions .rrc
.rttributcrl to rlrflr.'rcnccs in bch.rvirrr ()\'cr timc stcnrnrir.tg from rliffercrrt nrar-
k('t structlrrcs arrti itliosvncr.rtic cconrrrnic sl-tocks.

da



I{csc.rrclr in tht' last thirtv yr'.rrs h.rs sltorvn thal
int('rn.lti()nn I i rrvt'stit.tg tlttcs [rroviclc tli vt'rsi ii<ir
tion benefils. Ilorlcycr, onlv reccntly h.ls.rttenli{)n
l-rt'cn ttrrrrt'tl t()\\'.lrr1\ int('n'r.ltiorr.rl rc.rl t,slalr.'
invcstnrtnt\ tvithin .r nrirt'tl-.rsst't p1)rtf()li() Ihe
rcsults of tht' rt.st..rrclr rr ith rt'sPt'et t() thr di\ ('r\iii-
cntion bcnelit\ oi elirect t'tltritt' invcstnrcnts art'
nrostlt' cncorrr.rging.

Iirrkr Whcaton liesc.rrch h.rs Prt'p11t'{ .r studv th.rt
.tlso concltrclt's that gkrbal rtul t'statt, in\'('stnr('nt\
can hclp U.S. ilr\'(,\t()rs bcttrr tlivt'rsiiv thcir portto-
lios. Thc sttrr.lv focuses on 2l r'itir.'s on fivt'tliffert'nt
c(nrtincnt5.lrLl rrscs Irisklric.rI rt.nt scrics to c.rlctrl.rtt.
p.rir \\'isc corrt'l.rtion coefficit'nts in ortler to g.rtrgt'

Ttblc l

thc (,\tent to which Dl()\'r.nr('nts in thesc nr.rrkr'ts
rluring tht'pcriod 1975 1997 tvere svnclt rorr izt'cl.

E.lch annual scries $',ls [irst corrvcrtccl to U.S. rlol-
l.rrs at its historic.rl t.rch.rngc r.ltc to (lr.r)r()nstr.rto
rvhal tht,rt, inc()ntc strtllnr\ lolrltl nrr.rn lrr .rn

r\ nterica n in r cstor, tlrrrs i ltr orPor.t ting t l'r(, i Inp.rct
of crch.rngc r.rtc risk. Iir renrovc conrplic.rtions
fronr infl.rtion in otlter eorrntries, .rll rt.nt scrics
lvcre,rlsrr atl justctl for U.S. irrflation.'l'ht t'slinratecl
corrt'l.rt iorr cocf f icicnts a rt' prt'sclrtcr.l in I a['le I.,,\s
st't,n f ronr this t.rtrlc rlhi k' tlre corrcla t iolts,rr':roltg
North .,\r'nt'ric.rn citics is tluitc high, tlrt' crrrrel.r-
ti()ns .rnr()11g F-uroPt'.rrt antl,\si.tn citics is,ionre-
rllr.rl Iorvt'r. -l hc krtlest trrrrt'l.rtions, Itrrtvt't'cr, .rrc
secn bt'tr.r,een North Anrt'ric.rn cities anrl cities in
Asia an,.l []trropc, rlcnrorrstr.lting tlr.rt tlrcsc cornt.ri-
n.rtiorrs rvottlcl Ir.rvt' [.ror itlt'rl thc grt'.rtt'st clivt'rsi-
iic.rtion Irrnc[its.

T.rblc I 'hol's that tliversilving invcstnrents ortlv
JCr()ss lr1()j()r markcts irr North America stillcarrics
.r lriglr t['grcr of risk that c.rrn()t bt rli",t'rsificd
arvat'. Ilrt, .rve r.rge corrr'l.rti(m .rmonll nrarkr.'ts in
Norllr Anrcric.r is ().77. Ihis high corrcl.rtion is the
rcrult ol sornctvh.rt sinril.rr e(mstnlctiorr evelcs irt
tlrc North r\nreric.rn rn.rrkets,.rs \\'cll .rs c()nrnl()n
econonric influcnccs. A rr.lativclv l.tiglr .rvcrage cor-
r('l,rti(rrr (.ur .tlso hr' r,hsr'rrr.ri amonF rrr,tjnr ltt.rr
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Sonrc rrst'archcrs (\\trrz.rla antl \/.rnclcll, I995;
Srlcer.tr,, I9931 h.rve foun,.l thJt intcrn.rti()n.r l rc.l
t'statc Prorirlt's clilcrsiiication [.t'ncfits tvht'tt
incluclcr.l in rrr irt'tl-.rsset p1r1lflrli1r5'. Such lrr:nt.tits
rvt'rc iounti to bt' rctlucctl btrl not climin.rtctl lrv
t'xclr.rngr r.rt(' lluctu.rti()ns. ('huJ ( 1999) .rlso fountl
th.rt intcrnatirrrral rc.rlest.tte tlot's h.rve a vi.rblc rolt'
t() pl.1\' in glrlral nriretl-asst'l prrrtiolios ovel] nft('r
e()rrcctilrtl krr tlrt' higl.rcr t.l\('\, tr.ln\.rcti(In a()\l\
.rrrrl m.rrr.rgt,nrt'nt l{]os irlcurr('(l l'lrt'r'r inr e sting ilr
rc.r I est.rtc.



kcts lot.rtt'r.l \\'itlrin l.uroPc. ()n the contr.trv the
.tvor.tge r'orrclatir)n.llr1()ng nr.rrkt'ls ilr Asi.r is crrn-

'idt'ra[.rlv Iorvcr (). I 
().

Tltc corrt,l,rtions irr l.r[.rlc I suggt'st tlr.rt tlrt'rt' is

nrorc to [rr' f],rin!'cl i rr L r( )ss-c()n IinentdI clivcrsi f ica-
tion, spt'r'iiicallv North America .rnrl Europt,or
\,orth r\nrt'ric.r .rntl ,\.ia. For cranrlrle, nr.rrlt't Pt'1-
fornr.trtr't' in Hong Kong t'rhilrit..ur .rvcr.rt1(' -(] 57

correl.rtions rvith nrarkt't pcrf()rnr.urcc in tht' \orth
Alnerie,rn nrarkcts, rvhilt' Fr.rnkfr.rrl antl tlre North
Anrcric.rn rr.rrkcts crhibit .rr .rverdgr: ()i -0.5(',.

I'htst' sl.rlistics sl.trru lh.rt rents irr nt.tr.rt' irrrt'iglt
nt.rrkt'ts rlo n()t nr()\ c rvith rctrts in \orth
,\ nrcric.rn ln.rrkcts, \'(,t .lg.rin sullll('stinll tha t holtl-
ing .rss(,ts irr rirriorlr glohal nrarkcts nrnv hclp
dir er.ifv rr\\'rrv S()D'r(' rvrtenr.rtir' rirk.

Contr.rrt' to thesc rerrrlts th,rt rlo .rciroc.rtt' clirt'ct
inYqstrrrt.rrts, .r tt.rr rrthcr sttrtlit's totrrtr.l that
l.rlr,rnese antl British irrvcstors tlirl not gairr lronr
divcrsiir ir.rg tlrt'ir 1.rortIrlios rvith U.5. rc.rl r.'statt'

(Zitr[.rrr rrr ski .rnt] (-rrrcio, lc)c)l)t'rt'n.1iter nlitig.rt-
ing l()r crrrrcncv risk (ZiotrrLrwski ,rn(l Bo\ (l ( I.)() I ).

I'aggliari, Wcbb, ('.rnlt'r, antl l-ir'[,]ieh (1997) studr'-
irrg tlrt'tlittt'rr'nt c()nlp()nents oI t'quitv rc.rl ('\t,]lc
returns ilr iotrr coturtrit'r (U.S., .\u.tr.rli.r, C.rrr.rtla
.rnci Unitt.tl Kingrlonr) linrl that spaet'nr.rrkets tlis-

[r].rv lo\\,er correl.rtions betu'r'clt r.ottrttrit's thatt clo
c,r1.rita I nra rLcts ()r ..1 [ri t,r I ir.]ti()rr r.r tes. l her .ttt ri[r-
tutc sueh Iorvcr corrt'l.rtirrns k) lh(, [.rct tlr.rt '1,.1sg
nr.rrkcts corrrprist, rrrore icliosvnrratie risk at loe.tl
cust()n1s, rt'gul.rtiolts, a nci trrrsint'ss pr.rcticcs rrr.rv
c.rusc sp.rcc nr.rrkcts to beh.rve tliifert'ntlv fnrnr orrc
c()rrrtrY t() the otlrer, r!hilc tht' plirg 1rf 1'.ty.rit.rl is
increasinglv sct irr intt'rrr.rtiorr.rl rrr.rrkt'ts.

CONCLUDING REMARKS
[)tspi11' 1;11' signiiic.rnt tlcgrt'r' ol irrtegratiorr of
rrorl,i r'rotr,rntit. llr,'rr' i*.lill rrSI't I I i('.1ttl (r,'rr-
c()untr\ .lnd cr()\\-(()r)linent tlir t'rgcnct' irr rt'.rl
t'st.rtt' nrarkct .lr(l pr()p('rtv p('rl()rnr.rncr'. Ihrr\,
glotraI P11rP('1h' in\'('stinll m.rv pr()\'ide corrsirlrr-
.rble cl il'rsi f ic.rtion bcnr'[its .rntl o[r]rortrrni I ir's ior
itrcrc.rst'rl retunrs. ,.\r tlrt'rlrrltl r'c()n()nrv is t t'errtrr-
il]$ nr,,r( .rn(l IIl,\r(, Irlr')-r.ltr,(1, tllr' .r\ ( rlu(,.,,1 rrrlr,r-
nation,tl rr'.tl cst.rtr' irrvt'sting .rrr' lrt'eonrirrg rtirlt'r.
Althorrglr llr.rrrv oi tlrc tr.rrlition.rl risks .rssot'i,rtt'rl
r\'ith non-rionrestic 1.11rP"a1t in\'(,\tDrcnts rr'nr.rin,
tlrr, I:l(tl'.r liz.rtr,,rr l rt.t l r'.t.'1tt \( r\ r(1,\ \i,rrP!rr(,\
nrav ht'11.' in\ ('st()h g('t a bcttcr harrr.llt' of tlrt'.t' ri'ks
.rntl holrt'itr I Iv turr] lhcnr int() .l(l \'.lr'r t.lg('s.

Ii,rrnr .\ .rn\i ( l\Lrlt/flr.,(h. l,rl, rl)nlr,'n,rl 111,1\'fl \ lf \t'tnrtrl
Ir \ IluJ",r \\ l-n Jn.l ( \\L,rrl, 1,.r, h..J jl,,r. \l r,r,lj,rl /i,,r/
/.trr, /','r'ir. \t\ ),rl lrr\rrrrl'!)(li)

(hJu.t\ l\. ll,lrlr(rl Lrr.{rl,,rrr\ Jrrl th. ll(\rl I\lrt.ii\k
l'r(,miunr' r, I 1,,,,I l..,inS." /,!,),r,/ ]i/ ii,r/ I 'r,r/, /i, n1r,,r. ll. i

( lr!,r \ ll( li,,, ,,r lnlt n,,,1i,r,,il li\\rl I 'l.rl(' ,,, ( l,,l,.rl \lrr,rl
\..i,rl,r\,\rirrll l',,.ll,,1,,N /,,"rli,/i,.rll-ri/, /',r, ir,

\l,r/.r.1,,i ,r.: I llq l1; ll(rr))

l) \,r\ I .r,,l \ I(\,",\It.rl |.l.,r, l',,([,li('\lr.rl(!\ t,)rl:ur)p('
\l({,\r.\()r rlr(.()l'lr,,n\ i,r',rrl '/i tl I'tttt l't!t 1r

\1.1':.r.,r,i rr I I |]i tlr la,,\)

LrIt/ L ll lirl,,$ JnJ (; \nrrl. 'lm,rgrn{ \lrrL,,l' .\
IrJn\.B,,rl ,r,r l,rnilulrnl.rl ln\(\lnr(nl, /ir./,!i,,rrl,,1/,rii'il,ri
L l, .11 50 ( lo() l)
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INSIDER'S PERSPECTIVE

FOCUS ON LECAL ISSUES

REruEcuoNS rN Ar.t
bV Lrlioitr " Brit'k" I loiL,t', /r:, C/i1,

INrEnNluoNAL EYE

rrst hrrl is iL)r('ign in\('stnrcrrt in L.S. rt,.rl rst.rtc eloirrg thcst'rl.rvs, cspcci.rl-
It' rr hcn corrrp.rrcel tr,, sat; 2i r e.rrs ,rgolJ

a
Iu

Not.rll that rvt'll, I'tl gucss (or to look.tt il fnrm.trrotlrt'r st.tndp()int, not all th.rt
lra,.llr', sinct'su(h invcstrrr(.r]t is f.rr frorrr thc f.rd it \\'ds sontc tr'.rrs.tgo). Mt'
poirrt of ricl nr.rr't,e r littlt,.litter.,rrt lr.'nl \r)rrr.. .\..r re;rl e't.rtc l.ruvcr l,,r
.l5 t'r..rrs, I'rt' harl to knorr',r t-rit .rtrorrt rr',tl cstatr', jrrst, .rs.ln int!rn.1ti()n.tl
l.rrrt'cr, I'r'e hatl to knorv n [rit.lbout t]il[t'rt'rrccs.rntong ctrlttrrt's,rntl lrriclginl]
tht'nr. Btrt l'r't'st,lrlom lr.r(l Ihr'opp()rtulritv to occupv a font,artl Position on thc
strlrst.rntivr.' r(\)l cst.ltc Iint,s anrl tlrcrclort. hopt' th.rt I (irn rcg.tr(l nt.rttcrs likt'
this in.r nrrrrt'rlet.rcht'rl f.rslrion th.rn ntanr CREs.

I st.rrt bt'asking a rluestion that has lrcerr r.rttling .rrotrlrti the lr.tek of my sktrll
ior nr.rnv vc.rrs: l!hv slrotrltl a foreign irrstitution.rl irtvcstor [.rt' irrtcrostcd in
L.S. rc.rl cstatt'? I'tl .rsk tlre s.nc quesli()r'r .rbout rlrrl iorcigr.r irtvestor. Or .rtrv
tlrrnrcstic ir'rstituti(m.rI iltlt'stor.

As ior non-ilrst itution.r l tlontestic investors. I'rl .rsk tht's.rme r;ut'stion i.rntl s.tv
tht' .rnsl er is obviorrs: I hat is thc u'.rv tlrt' Hclntslt.r's, Silt'crstein*, (lrcerr*, tit
.t1., rrl this uorlci nr.tkc tht.ir living-or losc thcir shirts [rr'lrcing [,rinr.rrilv in
th(,re.rl cstltr.antl rclatctl lrusincsscs.rnrl "knol'inl] thcir r('s]r('cti\ u tcrrit(F
rit's," its.t less folksv rllrrsit Marr might lr.rr,,e put it. ll .]n\'()n('is goirrg to strr.-
ct't'rl, one rvotrltl cxpect th.rt it is this grou[r of invt.slors.

lJLrt rr hv thr' rrlhcrs? Hrrt' is.r srrrall, nn(l alc.rrlv rron-t,rh.rrrstivc, s.rntplr of thc
.rtsn t,rs I'r'e ht,.rrr.l ovrr tht' r'r.rrs:

I "lt's .r ht'tlgt' ag.rinst irrllation." N()t lrur'; rcal cst.rt(,is.rs strt.rjt'et ttr inflatirrn
as .rnv other p.rrt of thr'(.c()11()nr\' .rrrtl actu.tllv is less nell cquippcd tltnn
n'tost otltt,r \r'ct()rs t() rt'slrontl to inll.lti()r'l.rrv conclilions [-rcc.rrrse lc.rscs,.rt
I)l()rc-()r l('\s firccl rcnl.rl ratcs, rlill renr.rin in (.th.(t l()r sott'rt'tintt,t() c()ntc.
In f.rct, rc.tl cst.rt('c,u'r bc a l.rccigc .tgairtst ven' :lprl-lL'rn rt'ccssion, tlrouglr
thcrc rrust [rt. r'cn' icrr rt'.ll cstatr'portfolios h.rving a c()rc str.tteg\,()f c.lpi-
talizing on \h()rt-ternr r('c('ssi()n. Shrrrting stocks rlrtrlcl sccnl .l ntucll nt()rc
t'liicicnt u ar oi implcnre nting srrch a .,tr.rtcgr'.

l"lt's.r hetlgc ag.rinst rrrlatilitr'." Yes, sorrrctinres, ('speci.lllv rvlten stock or
othrr scctrritit's nr.rrkcts arc lroh.tving in a f.rsltion tlt.rt.rpl.rc.rrs irr.ttion.rl to
us nlcrc lrunr.llls. Btrt tlrink, ior cranr1.,lc, .rbotrt tht, :urlr-lcrr 15",, upturn ir'l

ltolt-y.r1i111.111-s11.1rkct shoPping ccnt(.r c.rpitali,/nti()rr r.1tcs crPt,ricncerl over
son'rc sir rrrorrths rltrrir.rg 2()01. Think .ltr()ut \r'lt.lt h.rprpenc,.l t() rc.1l est.r['
tlLrring tht'Asi.rrr fin.lrcial crisi:i n le\\' r'c.rrs [,.tek. Ih.tt is vt,rt [rig-le.rgut'

+l Rr^L EsrAn l5st rs, l'ill/lyint(,r 2002
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\'()l.rtiIit\' .r'r(l p()sitivc trrrn-.rrotrrrr.ls in tlrt' rt..rl
('\t.rt(, nr.rrket .rrc something like rcvcrsir.tg lht,
eotrrsc of tht' Qr.rct'n NI.rn;.ts corrrP.rretl kr llrt'
c\pericnc(, ol .r retrotrntling seeuritit's nrarlr.'l.

l "lt's rtri/ ('\l.r[', .rttrr .rll, .rssets I c.rn totrcl't, rrol

ir.rst Pic('q's oI p.rp1'1." ['lc.rsc. I rrill I]()t pul hrr
tlrer ink into tlris onc, crccPt to nott,that, at lt,.rsl
in lht' langLrages other th.rn Englislr rvith * hieh
I'rrr f.rrliliar, thc rvrrrcl \\'(' tr.lnsl.rte .rs "rt'.t1" is
" inr nror'.rblc," .r tlistirrction th.rt slre.rks trrr ilst,li.

I"Maybt' lrt.ntls in rell cstltc rlill, ovcr linre,
eotrnlcrb.rl.ucc lrentls ir-t ()thcr in\'(.stnt(.nt\."
Ye\, rrlnvb(' th('r' rvill. Thc kcv rvrtrtl llrt'rt' is
"rrr.tr'[,,.'." Iir [,.tsc [,ortfolio m.]n.lBt,ntrnt on lhis
1.rrinei1.rle, I'cl rvant a tuo-linc graplr, ont' lint'
rlarkt'rl "lit..rl [.-sLrtc" .lr](l thc otlrt.r rlarkt'rl
"()tlrt'r," going t,.rck lt)(l veirs .rt Ic.rsl .rrrrl
arljrr.tt'rl ft,r p.lnia\, (lr()ught\, rr.rrs, (lrt'.rt I:irt's,
e.rrthrltr.rkcs, pl.rgucs, irr.lti()n.rl trrrl't,r.rnt,.', arr,.l

insatiablt' grt't'cl. II tl'tosc tr!r.r linr\ (li(lr]'t (r)rrr

pl('l)r('nt (\rclr rlthr'r rc.rson.rblt rvcll, I'r'l tlrop this
,rs.r lhcon' of p1r11f111;,, m.1n.r$ern(,nI.

I "li nranagt.tl x,ith.r c.rreiul eve t() c()sts.rnrl u ith
.r ert'.rtivc le.rsing strnteg\i n('t cnsh florv ealt
gr()\\, \'erv sutrst.rnti.rllv and capit.rl \,.llu(' eJn

Fr()\\' ll(\)nrcl ric.rllr'. " This orrc nr.lkes \ense, sub-
jt.et to a e.rrlo.rtl of tlrr.r lific.rtion s, .rntl is sollrt'
thirlg rrI a spvilg[r1r,1111 intp tl'tt'61'r't yit'u'rrI th.
nr.rttt,r, r!hich dilfcrs tronr thc vit,rr'Point just
statctl not in eonc(.pt lrut in the.rppr().rclr t() thc
t'lleltitrrrr to lrc aeloptctl hv tht's1-rielcr.rt tll('(('tt-
tcr ()l llr(' irrr t'sllrtt'nt $'t,t-r.

\1r' r'it'rr', sinrplv st.rtetl, is th.rt thc p()tcnti.rl \ irtue
oI institutiorr.rl in\'('\tnrent in rc.rl cst.rtt, is tlrat a

rtul csl.rtt,pr()jcct i\.r Irrrsirrt'ss that is srl.rllt'rrotrgh
l()r.rr instituti()r'r t() nr.rn.rgc on its ou'rr [rt't'sl.rntl
irrg basis, cnrpl()\'inll its ()Ivn nr.1r'r.'tge nrtn l anrl
portiolio policit's antl t'xcrcising its on'n lrusint'ss
jutlgnrent .rs t() thc tinring of acrluisition, fin.rneing
arrtl sak,of thc assrt in rlucstiot.t. Nott'tlrat I sav its
rrilrr jtrtlgrrrent, n()t th.rt oi Jack !\'rlch, II.rnL
(;recnlrcrg, Ilcrnic l--bbers, Dennis Krxlorvsli, or
\lartlra Stt'uirrt (t() nli\ th(,..lpparr:ntlr'()K u'ith tht'
dppirrntlv ll(r'r-()K). r\s strch, .r rr.rl r:statt, irrrt.rt-
nt('nt a(ln lre an a[-rl',ropri.rte a()rlr]tcr\\'('iFltt t1)

irrvcstnrt,r'rts in .rss('ts, m.tn.tgcmunt anrl pcrh.rps
un\.r\1)rl nrotivt's lrelorrging to son]c()nt: cl\(..

to rlclcg.rte the ct[()rts on his p.rrt nornr.rllv ncccs-
sirv t() nJn tlrc lrtrsint,.r pr()p('rlv l() pcrs()r1s not
rlrrrthv of his trrrst all ttrr rrftt'n is ovt'rrvhclming,
in consccltrcr-tcq oi rvlrich I a.r'r (()!u'rt on tlrc thumbs
oi both h.rntls tlrr: krrt'ign irrr.livitltral invcst()rs
rlhosc U.S. rc.r l-(,\t.rte pr( )llr.r nr\ I have rlitnessecl
strcccccl.

As for the institutiorral invt'stors, it rvoultl sc't'n't

thnt, if thc\' .rrc snr.lrt antl prurlr'nt t'rrough to run
stancl.rrtl :iecuritics p()rtfoli()s, thet' slroultl be
snr.rrt ancl pruclcnt cr'rough to atlcl [o tlrc mix.r feu,
ilrvestmcnts th.rt c.ur l.rkc tiirt,r.t arivantage of tl.teir
o\yn businr'ss .-tcrrmcn. 'l ltis is n()t t() s.r\', of course,
tlr.rt instituti(nr.rl ilrvcsl()[s rrho t]o not t.rke such
.rrlr'.rnt.rge aru in.rtlt'tlu.rtr', bLrt nrcrelv t() suggest
thnl putting togctlrt'r strclr.r nrir shorrlci rrot, it.t;tncl
rrf itst'lf, bc rcg.rrrletl .rs.r ncll.rtivc so lolrg.rs the
institrtti()n.rl nr.rnrrllr,r\ rr'.rllr rlo p()\scss thc neces-
s.tn busiltcss juclgnrt'nt.

Iltrt, if a particul.rr irrstittrtiortal in\'('st()r ()r its nr.1rl

.rgcr c.rlnot l.rv clrinr to th.rt kintl o[ .rtrilitv tlren
the invest()r p1p[r;1[.rlr,'shotrlr.l stiek to the progr;16
of "p.r.1,,5111"' irtvt'sttt'rt'r'tts th.tt h.tvc ttaditionallv
becn thc c()nccntr.rti()n oi slreh in"'estors. If there'-s

onc tl.tir.tg that rlircct itrvt'stnrt'trt ilr rr'.tl t'statt'is, it'-s

n()t p.rssivc or,.li.rn oltl collc.rgtrc oi mine once
put it. "Rc.rl estatt,is I)li()lll.1l,\l.sl" ([mlrlr.1sis in
origirr.rl.) Anrl, in p.rrticular, srrch irrvr'stors shlrlcl
not look to IIEII' as "inrlirttt" irrvcstr.nent in real
t'statr. IiEITs clrt itrvcst in rt'.rl t'st.rtc .rncl sonrc of
tlrcnr vcrt' srr cccssirr llr', trtrt ort'r thr' r'c.rrs thcv
h.rve l.rerfornrccl i.rr nrort' Iikc strrt k tl'r.rn rc.rI c:it.rtc
.rrrtl thc movcnrents oi lil.,ll rharcs arc .rtrout as
rrs|'rotrsivc .ts.rnt' rrtltt'r sttrck trr tlte trtrknrtrvablc
tashions, n hinrs, nr isrr ntlt,rst.r nrl ings .rrrrl corrtrl-r-
tions oi \\.rll Street "arralvstr."

l hc indivitlual t()r('illlr invostor c.rn Irrrk ulron U.S.
rttl t'state i11\'cstmcnt similarh; but thc tcnrptation
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A rather [.rt,nign er.rnr]rlt, oi lrorv rcsist.rnt Wall
Strcct is t() .r truc unrlt.rstarrr.ling ()i re.rl cstat(]
occurrcd ryhcn .r clit'rrt of nrilrt' sorlrc vc.rrs aL()
r'xPl()red .r ptrblic oflcring o[ its sh.rres. A vcrv c]is-
tinguisherl \tall Strcct in\'(.stnrcnt [r.rnk rlas
t'ng.rgctl for thc crercist',.rncl nrt'clicrrt rlas accorcl-
t'tl tlrc scrviccs of onc ol tlre bank's nrost skillfrrl
crccutivcs. At thc fir\t nr(.('tinll \\'ith hinr (.rt u hich
tlrt' l.rtlvcrs \\'crc Prcst'rll irrr sonrt' lorrg-forgotten
re.rs()n), the c\cclrtivc s.rir.l to the clicnt, "\\'cll, nol',
hou tlo votr nr(rn(lll('\'()rrr 11\\(,ts [or inconte or for
grou th?" Thc clicnt qrricklv rt'.rlizt'cl th.)t :,()me
t'cltrc.rtion.rl rvork rlrtrltl trc nccess.rrt .rrrrl thc pl.rn
t() m.rrket.r r-teu sltarc issrrt'tlitl rtot lortB surviye
th.rt incirlent. I tlo r.tot .rccusc trVall Strcct of m.rin-



t.rinirlg th.rt .urt('(liluvinn mind-sct, btrt I tlo think
nrarrr'\VaII Strr't'tcrs h.rvcn't rn.rclc it rrruch [rt'r'oncl
tht'Nal.roleonic \\.rrs in their yicrv of rt'.r I t'stalt'.

So just hou' tlt.ll Ir.rvc thc forcign irrstittrtional
invt'stors rlone ir-r U.S. rc.1l est.ric ()\ cr th(' l.r\l l\\'()
.rntl a Ir.rll tlt'c.rtlt,s rrr so? As rvith so lnalrt thil'rgs,
it's.r nrirt,rl l.ag.rn.l onc tlr.rt I Ir.rvc to.rPP11r.lch
arrcttlrrtallr; largt'lv on thc [.r.rsis of nrr'()\\'r'] lr'r()rtl-
etlgc oI the recorrls of somc of nr\' [irnr's r'lit'rrts,
rlhich nrrnrbr.'r (lhotrgh not c\clusivr'l\') sonre ()l
tlrt' Ia rgt.r .rrrr.l nrore tlistinguishecl f()r('i gll insl itu-
tirrns, alrtl oI sinrilar clicnts reprcsenterl lrv otht,r
proltssi()n.rls w'lrorrr I lr.rvc knrrtvn trvt'r tht't,ritrs:

I Most sLteh illvrst()rs shoultl h.rvt' kr'pt 1',111r,,1r'

clearoi U.S. re.rlrst.rtr. (l concetlc, oIeourst,, th.rt
this statt'ntcnt is a lot easir-'r for nrc to nralc
krtlar than it rrorrltl h.rve'treen iiitt'cn \'('Jr\.11]o,
rvhen I c.rrrrcr.l nrtrch oI mt living tlrat rrar, .rlr,.1

I h.rste n to .rdtl th.rt m.rnt' of nr\' ( rrrr('nt ju(lt-
IIr('nt\ .r r(' or.rtlr onlr' \'i.r 2()-2(l hindsight.) Ihc
It'ssorts ltitrnt'cl from these investnrcnt\ \\'('r(.bv
.rttcl I.rrg., l.rr $rr,.lt('r tlr.ur tlrt' Irolil. llr,,r 1'1,,-
tluct'cl. ()trc oi thosc lessorts i\ tl'r.rt (n'r(' lr.ls t()
()p(.r.rl('.r r(\rl est.rtc invcstmcnt likc.r srlall busi-
nt'ss. Nol t'n.trrv of the invostors in questi()ns (li(l
so, anrl ltl vcntrlre tlrlt not .rll of l/r,'rrr clirl so
conr l.rctt't'tt It'.

Illrving s.ritl thc ioregoing, I nr't,r'l to st't thc
rt'eortl straight: M.rnv of thesc inveslors rtere
Itrrt'ti into U.S. rc.rl cst.rtc invcstnlent irr tlrt'nrirl
1970s .rnrl c\ ('r1 thc c.rrlr' 19lr()s l'ecrust' oi L,.S.

t.rr prrlicit's irr Pl.lcc.r1 thc tinr(,. lf rrrrr tlrinl lrael
Io lht'earlv vears of thc Kenncrlv Ad nr ilrisl r.rt i()n,

votr rvill rt'nl('n'rtrcr.1 \\'L'.1k U.S. tlollar anrl arr
in.rbilitl rrI this ct)ur]trv to.rttr.rct ns nruclr trrrt'ign
in\'('slnr(,n1, incltrtling both portfolio .rntl tlirt'ct
invcstnrent,.rs it shoultl h.rve. This u.rs in part
thc result o[ a tangle of arclraic fisc.rl nrlcs rvhich
tlrt'U.S. hati npplicrl to foreigr.r invcstors (anrorrg
otlrt'rs) rvitlr irrcrcasing vigor sinct' tht' t'.rrlv tlavs
oI tlrt' Ne rv I)c.rl. 'l hc Iorcigrr lrrvcstors I'.rr Act
oI I9(r(r, a piece ()[ lrgi:il.rtion Lrc.rutifullv cr.rftt'r.l
[Ty sonlt,of our nrost illustrious fisc.rl nrinrlr, uirs
irrtt'rrrletl t() (i().r\\'.lv rvitl.r all th.rt.rrrtl irr l.rct clicl
tkr rrr'.rv nith nruch ol it. lntiecr.l, .rs tlrt. "t.rr
inriustrr'" nrovctl into thc 197()s, it rr'.rs Prrssitrlc
for .rrrv iorcign intcstor rr'lto .rclolrtrtl tht' riFIrt
t.r\ pl.rnninll t() invcst in U.S. rc.rl cst.rtr.'on .r lir-
trrallv tar-irt,c basis. \Vitl'r su.h .r fisc.l bnrL-
grotrnrl, thc \\ttch\\1)rd bec.rmc, "llorv c.rrr wt,
afforr.l rrrri lo invc:it in U.S. rcal csLrtc?"

I I'hcn,.rs tinre Pr5,5,1.{, .ts.t r't.rt.tirt rt'nophobi.t
tlcvelopccl in thr U.S., .urd .rs otrr legisl.rtors rc.rl-
izctl th.rt fort,ign irrrt'.lrrrs votc orllv uitlr tlteir
l(\'1, lll(' li'r'.ll \('r('\\\ i)rl l rt il:tr itrrt'slrrr. rrr,rr'
tightt'nccl .rg.ri11 .ur(l agairr rrntil thr:ir positior.r
tr'.ts in sotttc cast's .tettr.rllt rtorst' tlt.u't thcir t.r\-
[r.]\'irlg d(n}tcslic e()unt('rp.rrt5. lJut tlris is.r nrcs-
\.rgc th.rt srrnrchorv jtrst tlirlrr'l gt't lhrough to for-
cilln instituti()n.rI invt'stors. Iht.r' r'rt't,tlcrl to sce
srrmt' re,ll, even .rtrrrntlanl, lossrs irr tcrDrs ol
.rcttr.rl grcen[r.rcks to [rlt'.rL l lrt,r'r'rst'lvt's of tlte
Ir.rbit.

! In rctrospcct, investnrenl Lrr' [orcign ir]\'est()rs in
U.S. rc.rl cst.rtc \\'.ls vcr'\' rrut h .r lrcr,.l pltcnomc-
r.tort,..tr.ttl ti'picaIlv Ilrrrst'rvlro rvr'rr' [irst in (s.rr',

lc)75-77) antl also first ()ul \\'('rc tlrc rvinners,
rvhilc nr.rrv rti tlre trtht'r. tvt'rc Ioscrs.

l\\'ht'n FIRI'Tr\ rvas cn.rr'tr,r.l at tht'clrr.l rrl 196(1,

this legislatirm for lhr' lirsl tint(.nt.dc it \'.tstl\
nrorc tlitiicrrlt, lrultrt'ntlr inrpossible, for forcign
invcstors in U.S. rt..tl cst.rtc to tlrr so t.rr. ircc, ancl
.rs .l conscqucnet' tht' rClt'rirlrl nr.rrkct lrcc.rnte
stone-coltl for.rlrorrt thrt.e antl .r h.rlt 

"e.rrs. 
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lht'rt' rr.r' .'r p(r'rl u[1 r.lcrrr.rrrtl li,r U.5. rcal r'.t,rlr.
()n the part oi foreigrr ir'rstituti()n.rl invcstors
n,hich t'virlcr.rccrl itscll in a st'eonrl, uttcrlv irre-
prcssiblc u'.rvc oi inl't'slnrt'nt .lctivit\' lrtgir.rning
.rbout thr'micltllc oI l9l{{ ironic.rllr', jrrst.rt thc
momcnt tvlttt't thc U.S. clollar \\'ns.1plrro.lchinF
its Irighest lcvcl vs. r'irttrallr'.rll lorcign crrrren
cics in clt'catlcs. I:.rr l(x) r'lr.lltv of thcsc invcst-
nrL,nts \\'crc [-ig k,st.rs ir] tcnlls of U.5. rloll.rrs
ancl far gre.rtcr lost'rs l'hen e\prf.\scd in ternrs
ot homr' currcncir\, sorlt,ot rvhiclr hael grou'n
2r: times:itr()nger \s. tht'rloll.rr lrl tlrc tinrc of
s.rlc (or fort'closlr rt').

ITrr lre fair, rvht'n Ilrt' iirst rr'.rvt' o[ such invcst-
nrcnt bcgan in thc nrid-l970s.rrrtl crch.rrrgc ratcs
werc m()re like ther,.rrt'torlat, I otrservcd to se."'-
('rJl foreign cli('rrts tlr.rt tltt'r'rvotrkl pr()b.rblv end
rr1'm,rkirrg,l I.lir l.r lil, ('n r|l\rlriJli r'r, in l(.rnr.
of their honrc crlrr(.neics. ln"'.rriablv thc replv
\\'.rs th.rt tl-tis rr'.rs in n() \\ir\'.r crrrrcncv pla\';.r
ccrLrin fi.rrt ()f tlr(. Ir()rtl()li() Il.rd [rt't,rr allrcatccl to
rl oll.r r-clcnonr ina tcti irrvt'stnrt,r'rts antl .r p-rortion

of th.rt h.rtl t.rrgetctl rcal cst.rtc. I ncvcr ptrrsurtl
tlris point,.rs I hat'l n() r(\)\()n to rioubt .rlrv
clicnt's c.rnr.lor. Irr rt'lrosPt.et, nrr' lrcst grrcss is
that tl.tev foresarl sclling U.S. I)ro['rcrtr' ] .rntl
investing tltc (tar-[rtt') [rr()e('r'(ls in U.S. ['ropcrtv
2 .rnr.l so on.
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! r\ntl ont' nrust r'r()t lorget tlrt'scctrritV faetor. Iirr
tlcc.rrlcs, in"cstors h.rvc put s()mc ()f thcir nr()n('\'
in thc U.S. hecause thev firunrl tht'lrhvsiritlcr.tvi-
ronnrt,nt hcrq rrrrrrc iaror.r[.lt'than rt lronrc. \\'t'
h.rvr'to lre.rr it in nrintl thlt thc l]erlin Wall did
n,,l (1)r)r(.(1,1!\ n ur)trl I(rs(,. rr ltcn .r 5re.rt lrr.rrtt (ti
tht' invcstme'nls ir.t cltrcstion h.rtl .tlrc.tclt' bt't'rr
nrarlc. Iirci.rr', oi coLrrsc, tlre rt'Put.rtiorr rrf tlrt'
U.S. .rs a s.rft, h.rvcrt ior rttl cstatc in\ ('\tn1('r'rt

nrav no longcr'[rt'rlhat it ()ner'\\,.rs.

!Tlrr. ir.tvestors n l.urst' ;.r1og1.1n1.5 (t'r't'rr if tl.rt'r'
l t.rt, lrrst'rs, .rrrci for strrc rrot all rri thel)r \\'crr')
outp.lcc(l thc othcrs irrrirriatrlv tlitl their invcsi-
ing the "right" \\',r\', J\ (li(l solr.re't.rtrt not ,lll ()f tlre
lcst succt,ssftrl invest()rs. ,\ll of tlrosc rvho tlitl it
the "\\'r()ng" \\'n\,, t() lhc tre,il of nrv knou )cr.lgt.,
rr r.'rt' in lht' "lers sttcccssfrrl" cl.rs*.

I l he "right" rr'.r' irt nrv juclgnrent \\11s ( l I t() r('lv
on inciept'nclctrt invr'stnrent .rrlv isers, fee-tl ri"'t'rr
.rs Iittlc.rs possitrlc, lnd ff) n()t to think in tt'rnrs
of "h.rving to get $X invcslt'cl in U.S. rt'.tl estatc
this vt'.rr." On ortt' oce.rsiorr, rvhen .rrr in \'('stnrer'r t
oitt'rr'cl .r clit'nt trrrnctl ()ut t() trc c\\('nti.rllv
frautlult,nt, tht'client.lctu.rllv sni(l to nrr', "Wt'
.rrt' conrirrg b.rcl to nr.rkr nr()rc inveslnrcnts in
trr,o ntor.ttl.ts antl, Ilriek, itrll Ii t( i{,{' lllsl r/{)/

/irli l" (trnrphasis in origin.rl; antl, lrv thc \\'.1\i tlr.]t
clicrrt's appro.rch rr'.rs m.rnifestlt' the "rlrong"
rr'.rr'.) Marrv of tl.te investors r,,'lro rlirl it tlrc
"right" rr.rv set trp rlatror.rtt. rn()nit(lrinll \\'stcnrs
t() [r.rck ()[)erali()ns.mrl sorrrr eYcn set rrP rcPrt'-
st'nt.rtir c officcs irr thc U.S. .\ll ol this trrrnccl out
k) bc prctt\' ('\pcllsi\(' oI eourst', p.]rticul.lrlv
rll'tert conrl-r.trctl l() inve :itn't('r't t in lrortfrrlio sccu-
riti(,s.

l lhc irtvt'skrrs *'ho rlcnt "\\'r(n'rg('st" of .rll are
tlrosc u'ho nr.rtlc clccisions, .rt their Irighcst k"''-
els, to rlisl.rose of tht.entirt, U.S. re.rl est.rte port-
krlio br' \ cl.rtt'. Inr.rri.rbh; thc prt'ssurt' on tht'ir
()pcr.rtivcs to sell rr,.rs rvell knrrryrr. antl thev got
()ut.it pricos lrrost oi rr'hiclr rvert,hrart [rreaking-
lv lrrrr'.

!,\ntl onr' final point: Nlr.rr'h of tlrt' .rlltrrc o[ ior-
eign in\titutil)n.rl inlcstrrcnt in U.S. rc.rl cstatc
protr:rblr, hatl to tlo l'ith tlro rel.rterl 1.rcrks, thc
tril.rs to lhe U.5. to kick tlrr.' tirt's.rntl t'niov tlrc
K.rns.r. Citv strip \te.rks. In th.t respcct, th()sc
tnjoving tht' pr'1k5 ur:rc elc.rrlt' no nrore vcn.rl
than tht' .rutlror oi tlris articlc. \{r' orrlv s.rvirrg
gr,lcc i5 th.rt it \\'.rs not nr\' ()\\'n .rttr.rction t()

p(,rks th,rt lcrl ir.tvestors into l.rrogranrs oI invest-
rrr(.nt th.rt .rt [irst apPr'.]11'1i !cr\' .rttr.lctiVe but,
ccrtainlv fronr l9t{2 onl.rrds, tliri not stancl
rrruch ol .r ehartct'. ()f crrrrrsc, .ts tvc Ir,.tt'c st't.l-t

from rcccnt revcl.rtiorrs in eertain tlivorcc
p(rper\, cvrtlr tlre most highll rt'gartlerl Jn'lonll Lrs

lra vc thcir littlt'r'cn.rlitics.

T() sunr up, it ..t1'1,r:.1r' th.ll th('\.rst nr.1j()rit\'()f f()r-
t,igrr inYr.'stmcrrts in r('.rl cst.rtc'r,r,t'rt' nr.rrlc on tlrc
b.rsis ol noblt, .urr.l cert.rinlv n()t iBnobl(', m()ti\'.r-
tions. TIr.tl is trtr t' cspt'ci.t llt' if vott consir,lt'r it rroblc
ior tlrc rr,.rl-est.rtc nr(ur.rger of, s.rt; .r forcigr-r 1rt'n-
sion funrl to go lrxrkirrg in thc U.S. aftt'r lris tross
h.rs saicl, "iIlC arrtl X)'Z.rrc g()ing into U.S. real
cst.rte in .r [rig rrar'; n hr .rrcn't rr't']" \Iorcovcr, tlrc
f.rcl is tl.t.rt thcrt,*'erc .rnrl arc a numlrcr o[ f()r-
cign<rr\,rrt'cl U.S. rt,al ('sLrtc p()rtl()lios tl.r.rt havc
Irt,t'rr strr'ttssful. lir tlrt.trcst ol mv knon lt'tige, tht't'
rtt'rt'all actpriretl irr the "riglrt" \\'.rv and tlr,.,n
nranagcrl, incltrcling irr tcrnrs ot tinling ()l rcfirr.rrrc-
ing antl s.rk,.rs [rusirrcsses, s()nt('irr rce('nt tinl('s
uith inrrrl.rtirt' t.rr. Pl,1p11i,',* ol tlrc sort I h.rvc
\\,rittcn.rb()ut in.r 1,rt,r,ious isstrc oI this public.r-
tion. Tht'pitv i\ th.rt n]ore oI tlrt,nr h.rven't [rt,r'r.r

h.rntllccl t Ir.r t rr'.rr'.
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l\\'hilc tlrt,rc ir(' nrir)\ ()tll(.r \\'.1\'\ that tlitln't
x'rrrk otrt, one oi thc "n'ron1ier" w.rvs \\'.ls f1) t()
.rtlol-rt.r "ltoLrst'[-rrttkcr" r.tr t\\'(), \()r'r'lc ol tlhonl
()llt'rcd "gu.lr.u]tces" oi c.rsh llorv for .r it'rv
Vt'.rrs, .rnrl (l) t() \'isit tlris e()unlrv t\\'() ()r three
tinl('s .i \'('.rr, altritvs rr ith .rtlr'.rnct' notiec to tlrt'
broker, rvhrr l'.rs by n()\\' .lctinll (r\ nr.rn.rging an,.l
lcasing agt'r.tt. \\'ith sLreh tliltrtt'cl attt'r.ttiorr frorl
.rtrro.rd, it .rll trxr often h.r1'Pcnerl th.rt a shint,
t'tt,u offiec builtling, s.l\', tlds built 150 r'.rrds
.r!\'.r\', t() e()mc orr lint' jtrst as thc largcr lt'.rses in
thr.'client's building rvcrc l,t,Finninll to roll. This
pr(,\cnt('(i x'hat thc "l.touse brokcr" nornrallv
reft.rrctl to.rs ",r f.lbul()us lt'.rsing opporlunitr"'
fronr thc clicnt's vic\\'p()int.



APPLICATIONS

Introduction
,'1s tlif/t r'ir'r'V sirr.(s\lirl corrli'r., rrcr'. I' l i'.lltt\ tlt
.otttu'Illntr it'itlt rr ltighl.tt ittdii'irlrrnl yL'rctptirtn ol ltLtio llr
lrr,,a'/t',/.(,' trtirt'r/ tr,rrlri lv rtpylitl Ilc.rl Estatt, Issrros
itti'iltLl rt ttrrntbt ol rtll,uLlLt; !n in,l1,'ibtlr llttir oiL,tt

l/rori!rls 0ll lltt' tryylicttiott. rrI r r,rrli h rrt r' llt nt< itr Ilu'ir
l,l:irrr'sstr. ,\i)t :rirl,nsil,{/r/, t/rr' r'rlr{,' r)l ,'rllr /rr)l: i{!lr
itttlr. ll('ft nn'lt)ut aoltt ttiltuit\: l'ro ltrtn llrt Ll.S., rutLl

tit,o lto nl,rctttl. l rr|r,rr: /ir,ilr1irr.. corr.rrlr,r..i /rrra, lrr,ii lr
Ptltlu ' ut lrlnt:i ll i l tlLtl itrr rrll iri,r'sitrrt'rrls. /rrsr'
I)t'//r11r.irrrr 1rIrs /l (((J,//{ tttt: lr ll:|.'Irr'rrtlit: /,r'rrrtir/ lrv
irl,-qr'1,rutl: rtttrl t'riltttg rilr'ttctr's it Ltlitt .,\n:l ricrt. rt: rtll
os s//,(,{.siirr,! tt litttll i5 lttttrrlilirl" iltl'tltttrh lo ln.nl
ylntrttirtg. /1,,t/ -Sclr,lr'tr/t'r'rrrrttt lrAr'r r] /r,r,t li;tnri(nl l'.r'
sl)rtii.,(' i,r t//.{,{r'}/i,r.( lltt! 'globrtliLtlnut * luully rt

udivlltt. /\ul ,\l llttt I)rvlot l,r1,i'rr '< i,rsitri. irrl{r lr{'
Itri.iti,\ nl tayital rurl i/.,/iitI.,rrr l\nl\'t.tv inltr iI tt

tttirr'rl rissr'1 ir'rrt'/r/.

Cnoss BoRorn Caprrlr
Frows - PERSPECTTvES
FROM A MIXED ASSTT
Ponrrouo Iruvrsron
bv Mnrtlut -S. I'r'ylorr, CRE

nc of tlrc clearest points nratle rluring thc
C.r['it.rl I'l()\\'s st,ssion .tt tht' Clobal Citics
contercncc rv.rs thc atrunrlancc oI c.rpilal

pouring ir.tto re.l cst.rtc t() csc.rpc un.rttractivc
retrrrn pr()specls in olher .rsset cl.rsscs such .rs

stocks .rrrtl fixccl inconrc inslrumcrrts. TIrt'florv is
h.rving .rr ttnsttrprrising aclrersc inrpaet rln rtitl
est.tc prices. 'l hc risc irr prices .rrrti r.lcclinc in cap
r.1t('\ pr()nrpte(i ,iome oI thc p.lncli\ts t() opine tl].lt
priccs lravt'becomr: trxr high in both U.S. antl nr.rjor
I- u rr)11('.u'r nt.trkr.lr. lhe 1.ri.t, ul(r(,!l\c\ \\'(.rc
jutlgetl to ['c inconsistt'r'rt rvith .rctu.rl .rnri l'rpcctctl
clctcrior.rtion in occtrP.rnct' .rncl rt.nts .rssoci.rtt'tl
rlitlr rveak rrc()n()nric l-rerf()rnrance. ()ne P.l1gl
mt'nrtrcr rli.rgnost'cl tht' Pril'(' incrcast's .rs tl.tr'start
of a lrtrblrle, inrplving tl].rt r('.rl estnte bu\'('rs \\'('re
nrrrtrrrinB trnrc.rIistic iIltrsiorrs rcg.rrtling pr()p('rtv
ntarket l.rrosPe(-1s.

J'lrcre is anothcr lr:ss alarnrir.tg crpl.rn.rlion for the
risc irr priccs that tlrarvs irrrnr tht' incrt..rsing inte-
gration of re.ll ('state into glob.rl c.rpit.rl markt,ts.
Ilishrricallu rt'.tl cstatc rr',rs irt .r rvorlrl of its rrrln.
C.rp r.rtt's resp()rrrl('(l slor!lt at besl t() inlcrcst r.lte
ch.tttgcs; ProP('rtv t.tlttcs rt'1.rlit'cl on .rPPr.ri\.rls;
an,,l rcal c\t.)t(' in\ ('strncnl \\'.ls nr()st comnrrrrrlv
tlortc tlr rorr gh scp.r r.rt(' .lcc()unt n1.)n.i g('r\ spcei.ll-
izirrg in rt'.tl ('stntc. In tltis t'nr ironnrcnt, rr.rl t'st.rtt'
cotrlrl Lre vicrvt'rl .rs .r s('p.rr.rtc rvorltl in u,hiclr
e\pectt'(l lllRs orr c.rsh fkrl'irr1; instittrtion.rl qrralitr
pl()p!'rt\' \\'cr('.ll\\'.rvs peggt'tl .rt tl ou [rlt'-tl igit lt'r'-
t'ls. li rccent pricc nr()\'cn1('nts .trt, r'iervetl tltrotrgh
tlris historic.rl lcns, re.rl cst.rt(' i\ inrlt't'rl [.rricctl
tlt'a rlr,.

Btrt thc rvorlri has th.rngerl. CaI,it.rl nr.rrkcts are
nrrrch n1()r(, elosclr, irrtegr.rtctl lh.rn r'rer bcirrrc.
lleatlv availa[rilitl' ol nr.rrket r.lata .tnrl .tnalysis
lubricatcs tht' irrtegration. As.r rcsult, rc.rl t,state
has krst .r gootl bit oi the nrvsterr th.rt historic.rllv
reirr [orcccl its \c[].tr.rlt'ness. Un.r ttr.lcti \'(' rt'tu rns irr
n].)instr(um .rsst't cl.]srcs is.r rcccnt bit ot stinrultrs
acceleratirrg tlrc intt'gration l.rr()c('ss. As .l p.lrt ()f
thr' global nrarketPlacc, rt'.rl t.st.rtc inveslnrcnt
pr()sp('ets .rrc bf ing t'r.tnr i nr.,r.l .r longsirlt. .rll othcr
.rltcrn.rtivc in\'('stmcnts. For gootl or ill, the com-

l-rarisorr fackrrs [-roil rlou n to crlrt'ctcd rt'trrrn, risk,
Iiquitlitr' .rntl thc unitluc orvrrcrship burllens asso-
ci.ttt,tl rr rlh h.trtl .t>:tt: \er\ur r()tt.

C.rpi1.1; ;t tlorving to rr.rl est.lte l.rceaust'it is [rriccd
.rttr.lctively w'lrt'n t'rl.rcctetl retrrrn, risk, liquidity
.rrrci orr rrt'rshiP c()nc('rns.rre rveiglrt'd .rg.rinst simi-
l.rr nrc.rstr rcs ior .rltt'rrr.rtivc asset cl.tsscs. Stocls .rrc
conring up short bcc.rust' thc nrarkt't lr.rs no real
scnsc of iair rirltrc er.rccrb.rtctl lrt crosion oi crrrrfi-
clt.ncc in corp()r.rtc financial rcporting. Ilontls of
trn t.rintt'cl in\'('\tmcnt gr.r(lc Lr()rr()\\'ers ire nr()rc
p.rl.rhblr'[rut offer vit.lcls bascc] orr .r Trt'.rsurv r.rte
that h.rs r.tot bt'cn this lorv sincc thc t'arlv l9(r0s.
t l i gh vicld [.rclorr'-irtvcstnrertt-gr.rrle lroncls oifcr
Irighcr viclcls [.rut suffcr from rrrlatile crcdit risk.
In\'r'stmcnt irr cash or!ing Irop('rtie:. r!ith irrvt'st-
nrcnt gr.r(le ten.rnts.rnrl krng-ternr lc.rses is nir",.rna
corn[.r.trc,.l \\'itl't thc tr.rrai] of .rltcrn.rtivcs.

[]ul, oI coursc, thc clt.nr.rncl is clriving Lrp priaes .1s

l ell it shoultl. \\'hcn .rre prices ttxr Irigl.r? \Vlrt,rr tlre
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t\peet('(i risk'arljusted rctrrrn is in lirrc rvith.rltcr-
n.rtivc ill\ cstmcnts. \\'hcrr .rsscssing risk-atl jrrstr'cl
rt'ttrrn, rt'.rl cst.rtc invcstors nct'cl lo .rcknorr'lctlgc
that thc rrrrtlcrlving riskless r.rtt. (i.t'. lit'tl ftrrrtls) is
l.75",,.rncl irrfl.rtion e'xl.rcct.t t ions it rcorl, or.r tcci intrr
th(' tcrn) prcnrium brings the l() r't'ar l-rc.rsun' kr
tlrt' .1.(r--1.0",, r.lngc, abscnt an oil shock. Fixl.rtclgd
lllll=s in this cnvironnrcnt rvill pnrbatrlv tintl an
r.'rltrilit.rritrnr bclorv 10')i, for institrrtional tlualitv
pr()p('rt\'. Hox'much brlon'? I'erh.rps qtrite a bit
llivcn th.rt mcclium qualitv IlBl]-grade corp()ratc
[',onrls .rre tr.rtling .rrourrrl 6.50",,. I]ut c.tn.t rcal
cstate lruvcr rcal]r' rrse th.rt 6.i",, a' a crcrlible
1rPp1r1lspi11' cost l'hen it clc.rrlv rcPrr'scnts .tn his-
toric.rIIl rock bottom.rntl tht'rt'frrrt, l('ntp()r.trv c()n-
el i tion ? r\rrsl'cring thc (lucsti()r'r .rga irr rt'tltr i res th.rt
rc.rl cst.rtc [.rtn'crs think likc bontl Lruvcrs. lVhcn
errnsitlt'rinE .r purChctsc ()f th.rt 6.5()",, ['xrntl, .t btxrc]
investor rvill mull over the tluratiorr [rt't attachrtl to
the lrontl. 'fhat involvcs cvalu.ttiltl] Itorv much
valut' rvill be krst if interest r.rt('s rise, rvh.rt is thc
risk rrf ar.t interr:st rate rise, .rrrtl again, xh.rt are
.rltcrrrativc ()pp()rtunitie:i for nrv c.rpit.rl.

\\'ith all this s.ritl, I believc th.rt the rl.rrrgcr for re.rl
cst.rtc invcst()rs in thc- currcnt cnvir()nnrcnt is thL'
tcntpt.tti()lr k) Lrkc cvL'r-grc.)tt'r risk in return t()r
dotr[.rlc-tligit IRI{s. For thc nr.rrkt't as a \\ lrolc. thc
r'l.rngt'r is thnt risirlg rc.1l cst.rte Priccs nlight be
nrisrt,.rtl .rs justif'"'ing significarrt n('w' c()nstntcti()n.
A c()nstructi()n rcsponsc to higher prices w()uld
irrrlt't'rl [,c.r re.lI cstiltc "brrb[rl!'."

Martha S. Peyton, CRE, rs rIr r1{urrUrls/ rrl /i rrr-/rt,r's

Itt:trrttttLt rutLl ,4uttttitV.-1ssr).trll/(),/ (-,,//,i(, ii,/ir?rricrrt
l.rltrilit' Itttul I T/.'1.'1-CR I- f ) irr ,\irr' )i,r'(. rl rrroii:
DtlLvlnit,i linn (rct or.l )

tlrat tht'rc nr.r\'ncver havc bccn.rr.r cr.r ilr tlrc Iristo-
rv oi nr.tnkintl th.rt rroulcl not lr.rvt,lrccn r.lcscribetl
bv thosr'liling.rt the time.rs ".rn cr.t of ch.rnge."

So .rlthrruglr the specific chJr,tctcristics ("the
tlctails") tlrJt \\'(, see in our rvorlrl tocl.rt,.rp.rpcar
er.traortlinarv in their complcrit\; soPIt15;11a.,1i,,n,

.rnrl richrrcss, it is much less clcar w,lrr'tlrcr or not
tlrcrt'is anvthing funclament.r llv tliffererrt ;rbout
()ur crrrrcnt r\'orltl, socictr', culture, t'tc.

Tlris is not to s.rv th.rt funclamental changcs clo not
occur. Ihev rlo. Brrt those funrlantcnt.tl changt's
gcrrt.rallr, cnn ()nlv be seen in rttr()spect, .rnrl usrr-
ally rvith .t i.tir .tnrount of dist.tncc .rnrl pcrspecti\'('.
()r 

1.rst,11q11l1gr rr'.rr', those rvho think th.rt thcrc is
ltcccss.r riIr' .rrr incror.rble m.rrcl.r torr'.rrcls thc glob-
nli,..ti()n oi tht'rlorlcl'.s econ()nl\, shoulrl note that
tlre I'ltrro r.lrrs not m.rrk thc first time (()r cven the
scconcl tirrrt') that Europ.e has tricd .t urrifiecl cur-
rcn ,. Antl onlY timc will t(,ll if thc currcnt effort is
I ) tlrc successful culmination of a lorrg-tcrnr trentl,
2) .rtt u trstrcct'ssftr l exptriment tlurirrg a lrricf pcri-
rrrl of p.rn - l'.u rt)peanism, or 3) sonrething in
bt'ttlt'r.'r'r.

So against th.rt backdrop, I ofirr trp thc tolkrrling
iotrr tlrougl.rts \\'ith respcct to lro$' thc currcnt
trcrrcl torr.rrtls glol.r.rlization .tnd ur[r.trriz.rtion/sub-
turt.r.rnizatiorr rvill impact the pr1a1'1i('c ot real r:state
counseling:

I Strccessftrllt, cultivating anr.l nrrrturirrg rclatior.r-
\hips \\'ill eontinue t() be thc singlt'nrost intpor-
t,urt (,|('nrrnt of a counseling pr.rcticc. 1-lris has
lrccn trut'[or.r long time,.rntl is likclv to bc true
n() nr.rtter horv f.rr tcchnolog,,; or gkrlra liz.rtion,
rrr .utv otltt'r trencl changes thc "tlt,tails" of our
rlrrltl .rnrl socictt'.

! lnt('Brit\' .rnd reputatiort rvill bcconre incrc.rs-
ingly inl[)()rt.rnt. Of cotrrsc, intcgritv .rnrl rcPlr-
t.r t i()n h.rvc .rl r\'.rvs beL'n i rnp()rt.tnt i n .r cotr ttscl-
irrg practice. Horvever, .rccessil'lll infornt.ttion
.1[r1111[ p11rpl1' h.rs heretoforr bccrr .r r.rther h.rp-
haz.rrrl .rft.rir. Btrt in a uorld rll.rcre Pgop)lc c.1n

t'.tsilv send otrt.tn c-mail to huntlreds of Pe1lp;g
tlr.lt tlr('\' knorr' l.rcrson.rllr' .rsking "l .trn think-
ing ol rloirrg .r clc.rl x itl.r Mr. rrr Mrs. X, tlo t'r'rtr
krrorv thcnr?" corrnsclors art'Iikeh,to fintl th.rt
tlreir Iriston,.rs cmboclierl in tlrc corl.rus of thcir
\\,rrk.rn(i tlr(.ir reputiltil'n, h.'crrnrt.s intrcasirrg-
lv inrlxrrt.rrrt.

YII r('llr'rlint: upr)n ll']('tlrtnrt (,l,rtr.rl ( itrt,' in.rn

I f r.r ,,i t h.rngi'. tht- lirrt llrorrEhl llt.tt rtruik mt'
Irr,rs lh,tl lhcrt,is not rcallr a I,'t nr'\r lr(.r(.. After
.rll, tlrcrc h.l'c been, (rclatir;clv spe.lking nt lc.rst)
"glr.rt'ral citics" firr thous.rnrls o[ t,t'.rrs. Antl I suspcct

J()LrrNAr ()[ RLAL EsrAT[ Pon.rlot.lo MANA(;[\IENT, Volune 8, Nuntbtr I'otr,2002 .16

CouNsErrNG rN AN Ene or
Cuarucr
lrrl llrrv .Sc/lrt'ilc' t' ntl, t, C RL



I ('ontirrut'cl imp.rrovenrents irr tt.chnologv rvill
alknv lor sm.rll firms to p.rrtne r on.r proicct b.rsis
or.r [rrrrcluct-line b.rsis.'fhc nr.rrLt'l acct'pt.rnct' of
lhis tvpc rr[.rrl hoc crtrt'tsclitrg [r.lrtn('rship \\'ill
c()ntinuc t() incre.lsc, n'ith tht' Lcv factor [.rcirrg

thc .rbilitv tr.r successfullr' aonr t'r' tlrc n1r's\.rgc to
tht' clit'nt tlr.rt tht' purplt' invollt'rl ean (.tntl
h.rlt') successfullv n ork(ctl) togcthcr.

Roy Schneiderman, CRE, is l,nl.illnl nul titu lLr oi
lirrr.r1 t-rrrrrrrllirrl i,r -S/r,r l).rlr(i ({,.

Evrw rN GLoBAL
TsrNx Locenv

Crrms,

c()ttttt\'ll()\'crttltlents n'oultl It()t \\.llll t() \t(' the crc-
.rliorr oi suth ('ouncils, \Fcaiallr, tlrt' [rroit'ssion.tl
pr rlitir'i.rrrs, [,ec.rrrsc ilr thc lorrg nrn ll]('[rrescnt svs-
tcnr rloultl [,c rclrl.rcecl [.rr'.r trctlcr rrnt'. llr,rt'in S.ro

I'.rrrIr this itlca rrill not lrr aceeptt'cl, ('\[r('cinll\' .rt

this lnorrrt'nt rvht'n rvc h.rvc r r.rtlic.rl leltist gor'-
crnnrent. lJrrt th.rt is rr() rrrr5()n to tlisrrriss srrch .r

rit.nrocr,rtic itlt'a as a practic.rl go.rl.

-llre st'contl consirler.rtion c()nc('rns rcl.rtt.s to thc
risL f,r,. tors irr n'u countrr; as it has [rt'r'r't s('t rtr
tlt'tcrrrrirrt'r.l [.t sornc r.lting .rflcncics .rl] ovcr thc
rvtrrlrl. ln i.rct, ii xru st.1rt t() think irr\t .r Iittlc bit,
voLr nr i ght \u \[r('ct tllc\c .rgt'r'tcics .l r(' \('l I per]rctu-
atirrg anrl not r'spcci.lllv hclp11ll 1,1 tlrt' rt'rv coulr-
trics the\' |rrrr[r()rt t() .rssist. \\'hr'? lJt'c.rusr', irr .r

rlar', tht'r'arc all Iirrketl to finarrci,rl eonrl.rlcres; th.rt
is, lht'r' all lravc tlircct intcrcsts in tl'tt'ir ou'n funcls
.rnrl otht'r' tvpes ()i ilrvcstnrer'rts. ('t,rtainlt, tlrc
recorrl ol strcccss in South Anrcrica i\ rr()t,r stron8
()t]c.

l..rrgt.lranks invcst in s()n1c .tr('.rs anti tltt,n, .rll of
sucltlt'n, riglrt .rltcr selling tht'ir lrositirrr x'ith tig
prolit\, th(,\' Fr()el.rim th.rt s.rr(' invcstnrcnt "t(x)
riskr'." \\'hat .r sh.rmcl CrrrPo1.111' .rntl iin.rncial
g.r nresnr.r nslt i;.r is lrr'coming.r lrl.rStrt', tlith eonrpr.r-

rrics aetirrg rvitlr littlc or no cthies al all, rcsrrlting in
sigrrifirJrrt losscs.rll over thc rlorlrl. I s('c the r.rting
critcri.r as op.rplic{ hcre l.rcking grrrri tt'ehnic.rl su1'-
p()rt nn(l l.rrgclt' b.rsccl ()n llu('ss('s ,rntl asstrmp.r-
ti(),rs.

'l-ht' contntrrt thrL'.lt is this: As "r'r't.tcro" policv is

rn.rtlt, .rt I ht' govcrnment.rl or c()rp( )r.rlc lcvcl, tlrcre
is a terrr.lt,r]cY to miss r!h.rt is.rcttrall\' occurring.rt
tlrc lclcl n'hcrc nrost pcoplt' livr,.rntl uork. I-ct's
keel' o111t.r't's r.rrt tltc riclrncss arrtl eonrplcritv that
.r rr visiblc loc.rllr'.

.fose Carlos Pellegrino, CRE, CIPS, is.rr'ttiru.rurrl
tnior pnrltrcr ol [)Llltqriuo rltrl ,,15sr)( //1ir's rr/ .Srirr I)rrrrlrr,

Ilrtril. ( I. urrril: ytll(!ritlott luttt.t\)ut.l't')

/,r/ /()s. Crlri(rs ll'Ifu,grirrrr, CliI-

IrJ ltttrtlitlB irrrtlt tltc t 'lrrl'.rl t ilrr'. ttr ,ttl I r.t ,,f
l< ( h.rrrq( r- 11[1'11'11(. l.' .rl ll,lr\.rr(l Urrir,('r*ilr: I

I\..,,'trir'i 'r.'rt \,)nlr. (\)r'l\('(lu(,n(('\ l(,r tlr(, L:it\

.rnrl cotrntv of Si.ttl P.rulo. Inr.tgirrr,, ior irrst.rnce,
lrotrltl l.rc the organiz,rti()rr of I)istrict ('otttrcils or
Zont. ('orrncils, \\'ith rr'presrnt.rtivcs of m.rin
relttxrls,rntl coll!'gL's, pr()t('ssi()nnl .rssr rc i.r tions,
snr.rll corrrnrcrci.rI busirrtsst'. antl r'st.rblislrmcnts,
.rntl ortlin.rrt rncn.rntl rrrrnrcn l'lto u'otrlti mcot
or'tae .t ll'cck ()r cvcrv otht'r l't't'k trr cliscuss Priori-
tit's lor the rcgions tht'r'bt'lotrg tr,.

()l cotrrsc, these Councils rlill not havt, lrolitical
str('ngtl'r, [rtrt rvoukl h.rvr tl.re nbilitv t().lsscrt to
nlnv()rs. plnnnors, .rnd Politicians gr.lssr(x)ts llccrls
irr thc ficltls of clc"'elopnrt'trt, hr'.tlth, antl ctlttca-
ti()rr.ll i.rcilitics, tr.rnsp()rt.rti()n changcs, anrl things
oi thai sort.

\\'ithin a sh()rt time tlrcsc Cotrrcil. l'otrlrl cortr r'rt
thcrnsclvcs int() inlp()rt.rnl prrlitieal cells. TI.ris

rlotrltl be .r n.rtur.rl c()r'ls(\lucr'rc(', it it is eirnsitlcrerl
that tlrt'i.rnrih'is tlrc cr.rtlle ()l cvervthinB.rnd the
(iruncils lr'ouL,l tlrc best repres(.nt.rtilc oI fanrilies
irr a givt'n district ()r scctor. ()[rviouslr', ait\'.rnd
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r I lrerc rvill continuc to lrc.r squ(.(',/('()r1 nricl-sizecl
firnts. I-.rrgc iirn.rs l'ill [rt' atrlt' to .rehit'r'c sttmc
st.rlt, in ortlcr t() .lccontnl()(l.tte Iargc 1-r11rj(,c15.

Antl snr.rlI firms rvill rcnrain nirtrlrlt'.rntl ilt'ri[rk,
.)s (\)nditi()ns changc. Brrt nricl-sizt'tl firnrs will
tintl tlrenrselvt's in thc \r'()rst ol [roth r,r rrrltls.



l. Horr tlo )()u rc(lrra(' the'intrinsie risk of a re.rl
cst.lte as\(,t?

PRnTTERSHIPS IN
Gronar Rrnl Esrare
brt Loro t: /lt'llr/irr.q

A I llrr."CLrlr.rl ( ilir'* irr.rrr Ir.r,,l Ch.rrrgr.."
l\ lrrtcrtr.ttiott.rl lic.rl ['t.rlt' Srtttlrrr.itrrrt,

-/a.s,.I,t,.nlh,.r -l-r,. l(l(ll Ir.l(l .rl tl.rr\.rr(l
Univcrsilr; h()\\' t() nr.ur.rgc risl ovr'r tlircr'ilit'tl
rc.ll rsl.rte P(x)ls \\ils a nrttch tliserrsst'tl tol-ric. 'l lrt'
maitr tlivisirrrr tyils ()\'('r singlr or nrtrltiprlc bcts orr
re.rl cst.lt(' ('ntrcprcn|rrrs opcr.rting irr tlivorsc ntar-
kets. 

.l his tliscussion is n()t nc\\', bLrt in totlar's
u'orlr'l rrl uncertnint\ .trrt'lt h.ts rrt'rr r'.tlrre anrl
eloscn't'. a frcsh lrrrk. lhc guiding (lucstions l()r
.rssessirrg this t()pic shorrlrl lre:

cstnt(', .rt the s.rnrt' tinre, usinl; iclcntic.rl lcvt'r.rge,
()p('r(rtinll c()sts, ('l(. Obviotrslt,, such eorrriitior.rs
r.rrr'lv iI evcr oecrrr, lrrrt thc tlislinction is useful in
thinking clcarlv atrout thc Problr.nr. lt is intleccl one
intlicakrr of thc difficulti('s in t'rt.crrting .r coht'rcnt
ir'tvc\tnlcnt str.rt(,g\' ()\'cr.r large numbcr of opcr.rt-
ing crrtitics.

Iht' t'r'itlcnt n(l\nnt.rge of (iroup A is the highcr
tlcgrec oI rlivcrsification. (,rrrup i\ is opcr.rtirrg nLrt

rttrly ovcr clifft'rt'r'rt nr.rrkcts, brrt also differt'nt cont-
p.rni(,s. If it is tlesir.rt.rle to sprcatl risk in the portfo-
lirr, it sccms to bt'a frtritfr.rl .rppro.rch t() r(\rl r,st.rte
invcst in$.

Ilrrt, offering .r rrol f.rr-fctclrt.ri .rnalogt; tht' likcli-
hrxrrl of collceting a gallt'rv o[ V.rn (ioghs,
Iirtict'llis, Rcnr [rr.r rrrl ts, ancl Singcrs bv sim]rlr, ,,'is-

itirr$ rli\t.1nt.rntl r.'rotic pl.rccs \\'hilc mcctillll intrr-
csting PcllplL' is lrorr]crlirrt' .rbsurcl. Artists .rncl
rt'.r I esl.'ttc oFrer.r lors - of this errluisite c.r I ibcr .lrc
ctltt.rIlt' rarc. IIctrct. .u-tv invcstor slroukl 1t.(-lrllrlize
thc linritetl suppl\' ()[ such talt'nt. Civen this short-
.rgt' rrI cr.cellt'rrt arrcl totl.rv r-n,rt'be' ntost irllror-
l.rnt l rLr:it\\'() rt hv p.rrtn(]rs, thc str.rtcgv trst'tl bv
(ilorrp A is t'rlrt'nrslv tirnt' consumir.rg. lt .rlso
corrrt,s rvith.r grcJt intrinsic risk to this.rppr()nch,
ont'that is o[tt'n ort'rlookcrl: lltc ntore [rc()plr \1)rr
h.r\ e t() trust $'itlr votrr inVcstrrrr.nts, thc nrore likt-
lv votr arc kr picL .r b.rd .ippl(' ( )rrt ()f the brrnclr. U.S.
institutions .rre stiII rrursing Iht' rvouncls su[li,retl
[,r' eonfusirrg supcrb, but unlorttrnatclv f.rlsifir:cl
rt'plieas rlith tht' rt,.rl tlrirrg. Iit,nr.rrks onc nr.rjor
U.S. lrt'tlge funrl iltvcstrrr .rb()ut .r tr.lns.rcti()n i!.1

\\'r'stt,rn ErrroPt': "\\'c coukl h.rve nover inraginerl
Itou .r bunch rrl Pip-5t1iPg1l, serious-looking
['.rnlers pullt'tl us ovcr tht' tablc as if \\,(' !\'cre
n.tivt'bt'ginncrs."

(iroup [] investors nr.rt'.rloiri lhe \\1)rst nrist.rkes
prt'rlictabll, nrort' oiton than (iroupr A irrvestors.
Mal.ing.r scrics o[ "gtrrcl pieks" in mtrltiplt'nr.rr-
kr.'ts is nruclr h.trclcr, tlr.rn buiklirrg orte grrrtl rcl.r-
t ionshiP rlitlr .rr opcr.rt()r .rct i \'r, ill thc s.rnlc nr.rr-
kcts.

Iht' "1.re,1vPlc f.rctor" is a risk rvirlelv und('rcstinl.rt-
ccl in an indu\tr\' (iriven ['r' "ricals," .ls il thcsc
intlir itlu.rl tr.lll\.rcti()ns rrert' r'irtu.rllv rlcurirl of .r

.i$rrilit'.rrrt nr,rn.rtlnr('nI ri.l. I'tul it rh,,trlti ttr'
nlrpnr(,nt that thc higl'rer thc t'xpectcd rctun]s, the
highe r also tlrc "1.rq1v1.rlg risk." M.ln.lging re.rl estatc
ri\ks i11 rep()sit i()ning, refin.rncing, or cvcn tlevcl-

2. Hou,r.loes.r gkrb.rl irrycstor, strch.rs.rn ill\ur
.rncc c()nrprln\;.r l-rcnsion funcl, or tlrt'trtrlv u'eaIthv
i.rrnilr,,tiit,., i,,,'*t,,11;, ;,,,,,,. rli.lrihrrlt.,..rPit.rl,,rtlr
nrarkt'ts anci risks?

3. Thr torllnon tlenornirt.ttor in Iht'se tliscrrssions
is thc rt,eognitiorr that rcal cstatt' lrv tlcfinition i.r

inrnrobik' \lost [:uro],t'.rn languagt's usL' tr.rnl\
srrclr .rr irrrrrrrrlrr/ir'r, l.,:tnrobliett, irrrrrr,/rili etc. that
rcflcct this.rttrihutc b('tter th.r'r tlr(. I:nglish t('rnr
"rcrl t'statt'." llorl to rL'.tl rvith the loc.rl r.taturt.oi
rc.rl est.rtr., p.rrticul.rrlv irr rcg.rrcl [1r p1'1rpl1' .11111

lin.rncint, is nruch elispLrtctl.

[)ut irt .t rtrrtshcll, tl'tt' trr o camyr. art' tlivitlecl akrng
the follorving fault lint':

l. (irorrp A trusts tht'"bcst" loc.rl p.lrtncr ()r ()p('r-
.tt()r in ('.rch intlivitlr,ral ln.rrket.rnel rlt'sircs to nt.rr-
inrizc the return b\' .rctivclv sc.rrclring for thost'
parrtn('rs ()r ()perilt()rs.

2. Ciroul.r IJ trtrsts ont. tiir crsificrl re.ll cst.rtc p.rrt-
ttt'r, u'h,' irr lrtrn h,t. r,l1r'r.ltior't\ irt rtrrntr,rotr. rr.rr-
Lcts rrntlr.,r onc set oI controls .rntl tr'Pic.rllt' trst's
thc satrrt'[-rranr] nanl(,rrs 1r husir-tess asset in.rll nrar-
kets.

Corrlt'n tir rlr.rl rvistlonr l otrltl su&lcst th.tt, in tlt(,()-
r\i Cr()up r\ shorrlcl intlt'r'cl hartt'sl Irigher rcturns
()vor.r c()nstnnt risk, rssuming that (lrotrp anrl
Crorrl.r li u oultl irrvt,st irr the s.rrrrt' tvpe of rcal
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()ping .rnd rcdevcl()ping is, bt ant nre.sure, c()nr-
parahk'with risks inhcrerrt in nrantrlacturit.rg pro-
ccclLrt('s sttch as rc-trxrling, introrlttction of nct'
pr()ducts, or nr.rior cnpit.rl cvcr'rt\ such .rs th('
issu.rnct' of tlcbt or an II'O. Nobrrrlv in his right
mintl rloultl le.rvc tl.tc nr.rn.l!Iem('nt oi such risks to
unkn()\vn clrar.rct('rs rvith a ntert'lv paroclri.rl
unclcrst.rntling of thr rvorltl.

This hv rro mcans nrinilnizcs thc r aluc of tlrc local
()per.lt()r. In f.rct, cvt'n nn cntitv clr()s('n bY CrouP B

mighl irr ,.r'rlairr ulll tlt'Iitttrl (il]('\ ('nlr'r inhl i()irrt-
ventrrrr's rvith loc.rl ()p('r.rt()rs. This rloulcl tvpicallv
bc ir.r thq first fcrv vrr.rrs of lrreaking inlo.r neu nr.rr-
ktt, or krr spcci.rlt\' Projccts u'itl.t c()nrFle\ t('clrni-
cal, financinl; or politic.rl risks.

Crotrpr Il invcst()rs rt,lv rrpon thc intr'$rit\i c()r[r(F
r.rte g( )\'crn.rncc, .rntl st.rntlarrl izctl rcfrortiltg st's-
tenrs ()l thcir rel.rtionslrip p.rrtner t() nr.rkc cr.ret
conlp.rris(ms bctrvcerr rtrriotrs risk/rcturn cvcnts
across rnrrltiple m.rrke ts.

'I he nrosl pr()minent fcatrrrc of a sirrglc entitv is tht'
.rbilitv t() gathel [ornrat,.'lnd prcs(,rvc inptrt fronr
nunlcr()us nr.rrkcts ovt'r 

"'.rrious 
rc.rl cst.rte ct cles.

Expcrienct' gcner.rtcs.ur imp()rt.lnl "gut fcc'ling," a

sense th,rt "rve h.rve st'crr that [-refitrt"'or "thcv tlo
this clif[crcntlv thcrc." Suclr juclgments c.ln th('r] []c
verifit'tl u ith intlcpcntit'nt markct cl.rta.

The abilitv to conr [.r.r rt' n()tcs ar]d transfcr knon'-
horv irr .rsscssing anrl m.rnagirrg risks rcrluircs a

central brain or pr()ressing entit\', dist.rnt cn()ugh
fronr tlrc nricro-m.rn.rgcnrcnt issucs oi thc loc.rl thc-
ntcr, \,et still close clrou8lr .rntl c.rp.rt,le cnouglt to
intcr.rct tlccisivelv antl .ruthoritat ivclv n,i tl.r loc.rl
risk* .rrrrl , rPPq rr11111l111'. Tlri: indi'['r,nr.rhlt' lnorr -

Iton e.rnnot [.rc intlrcclrlccl .rtt't;tratt,lv rlitlrirr rl.rnr-
nr()tlr invcstnrent hotrses. 'lhc pst,chologv of thc
top rg.1; 

"t,,,," 
nrintls runs c()untcr to tlrc notion of

instituti()n.ll d()nrcsticit\'. ll.rthcr tlr.rn rrorking
l'ith a ttxrthlcss ti$er, soplristia,rtetl invt'stors rteecl
t() intcr.rct with nr.rrkct ()pportunit\'.

I'nrtltnt invcstors lr.rvc lc.rrnt'rl thcir lessorrs .rntl
.r,.1 iu stctl thci r i nvestnlLrrt pr()Br(lms .rccorr.l irrglr'.
I{.rthcr th.rn ir'rvcstillll in thc best tlcals or thc bcst

Pc()plc in a spceific markct, tllcY ir.tvr'st irt.r com-
pct('nt re.rl estnte organiz.rtiorr, .r brain, rvith cvcs,
c.rrs,.rnrl .l n()s('Ih.rt sces, I-te.rrs,.rnd smclIs trevtxrcl
tht' loc.rl rvc.rtlrt'r r(,port. TIris rcl.rtionship 1rartner
is clqiinccl lrv r'krcumcntctl high intcgritl trrrclcr
rltr ress, rlccp rca l t'sLrte knorr'-horr, conrlcnsctl into
a rt.lativelv small rlumber ()f t()p cxecutivcs an,.1 the
impccc.rblc a[rilitv to not orrlv pt,rccivc but rcport
ch.rngcs in risk. 'l-hcse tr'yre o[ organizati()ns .rre
fcrr'.rn,.l t.rr in trt'trvccn. Suclr.r [,rovcn rrlationship
pnrlncr c.rn [.rc irrrtlulblc ill s()rting ()ut tl'r('true
()pportunitics fronr thc m()rrnt.rin of "irrcsistible"
rt'al t'st.rtt' clc.rls prcscnterl to .tnt' l.rrgc invt'stor.

ABOUT THE AUTHOR
Lrrrr'rr: /lt'ilr/irrt is l,rcsir/(',rl rurl CL() of liut'us
lnivslututt CrLutl,, lrtL'., itt DLtrlttLl Bttch, ['ln.
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(-,rotty Ltt t Ll rirli'is{s llrri/{,,'(r,fl,r)frr
/trrtts rrrr liril \lntr tutl i lt-n:! t(
Irrt't'. llL rLccii.,ttl tltc lrtnL: Iclt
tliatrLl litr ()1rtia'r' C()l,lsr'/i,r! lr
ll)01. I/r' a'rts rts!r\lri,ti s('0i'/rI1l r)/

!1r ,Arnty lor iu:ttllrrtiott.. rrttl
itt,'iroitD,( l lrr,r,r J9:)S tr) l(X)1.
Ilt ttrtrlLl I fu ;lp*tr -Scrl'r', " //rr'
ttuly lnlrnlrl sr/shr,/ rtttrl
Dt(tltotl lnr r'i,rrlririlr rr! t l
r': /rilt' trDrr/rlrdrrr- tl,1Ll nilltntLl
' lhL ..\lltrrrrtlitt lli,r.klr/,rtr', " rrIri
l t tt't'ou\ rtll,.r ytrltliLLtliott... Ilis
I l.rnarrl Btrsint'ss Ile vir.,rv sr'r a,s

is tt slrtmlrtrLl rclirtttct ott ntrutrtg
irtg cor';arlrrtr' ,i rtl r,s/r1fu,.

1/-l irrcc th(' Inrlrr\tri,rl licr t'lutiorr, rlork h.rs [.rt'crr concentr.ttetl irr s[rc-

\ciaiL \itc\ nn(l [.rrilities. Ihr. r('sulting rvrrrklrlace modcl ()ttcr')

L-ldr'finerl in rrrrrtlerrr 1qr1p,r1.1[i1rp5 lrv large, rnorrrlithic builtlings in
firt,r.l Lrc.rtions bt,nefiterl cnrplovcrs .rncl enrployer:s .tlike in tlrc
"str'.r(l\' st.1te" rvorlll of tho p.1st eentrlr\'. Tocl,rt, horvcver, ncl' nccrls,
nc\\' n()rms an,.l ncr| c.rp.tbilitit's .rrt' nt.tking tlte Inrlrrstrial-cr.t r(ork,
lrl.rct'a costlt; incflicicnt rlr.rg on t'corromic grorvtlt.rnd org.rnization.tl
Pt'ri,,rnt.rncc.

Ihc lnfirrmatiLrn cr.r offers tht,opportunitv trr rt.think, rcpositi()n nnd
rctlcsigrr the Intlustrial-t,ra rvorkPl.rcg. Aclvanccrl conrmunic.ttions .trrrl
inton)r.rtiur technoLrgics wlrclr cou[',]etl with c\iblc org.rnit.rtion
strurtrrrrs .rncl l'ork pr.rcticc\ .rllrrl cornl]anit's t() rcdistriLrut(' \\1)rk
t() r'lunrcr()us singl('- nnd multi-PurPosc sitcs, rvithin citics, .reross
rt'girttrs ancl gkrballt,, rvitl.rout c()nt pr()nt ising thc collaboration .tntl cffi-
eit'ncies oI colloc.rtion in .r sPt,('ifi(' f.lcilit\,. trVc call this stratt'gv rhtrrrr-
trttl...lit\t. C.rrt'ttrll\' tlcsignetl .rntl crcctrtccl, it nt.l\'\trcngthcll c()lt'tpct-
ili\'(' .r(i\'.rnt.igc, ilr'rpr()\'c cust()nr('r st'rt icc, incrt'.rst, cntl-rlot ec [rrorlrrc-
ti"'itr: .rntl reduce t()t.rl rc.rl est.rte costs.
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L)ccon ct'r'r I ra lion is no facl. lrrtlccrl, it h.rs lrccn the
tunclerlt'ing trcncl in urtr.rrr tlcvrlopment in th('U.S.
antl Errrol.rc [or nrorc tlran fivc cltcatlcs. Iht' inrpc-
tus hegarr rvitlr manuf.returers !vh()sc seale .rnd
scarch hrr t.tficicncics rcqtriretl ritst, lrorizontal
pr(xlucli()n flrxrrpl11g5. Aitt,r \\irrltl \\.tr Il, corpo-
r.rtions of nll tlpcs began to rligr.rte fronr eities to
srrbur['s in sc.rrch of l.rrge arlnrinistr.rtir,'t', rt'sc.rrch
.rncl rrr.trehotrsc sp.rc('. As a [.rov in tht' 1950s, I

rr.rleht.tl irr.)\\1'.r\ nrv l.rllrt,r,.r [rrr)n('('r irr asrr'm-
bling sut,trr[,an sites for nrajor comp.rnit's suclr.rs
AT&T, [jorrl, IB\1, .rntl \\.rrrrcr-L.rnrLrt'rt, cnvi-
sionccl tlrt. Ir.]r'rsi()rm.rti()lr of f.rrnrlanrl to tht'cor-
p()rat(' c.rnrpLrses \\'o rl()\\' s('(' tllr()tlgll()tlt thc mct-
ropoliLrn Nr.'rv Yrrk-Nerr, lrrsev area. Suy.rplipp5

.rnrl scrvice firms tluieklr' [ollorvctl t() supp()rt
tlrcse largt' ('nt('rprisos. Iht'ir t'rccutircs .rr(l pr()-
fcssion.rls, tiring ot krrB eonrnrutqs to tht' c tV
tlrove tl'te p.rrnllcl dcnl.ln(1 [rrr stt[rurban rrifices.
Ilt'sirlcrrtial, rct.ril .rntl Irott.l tlevelopmcnl n.rtrrr.lllv
cnsuctl. ('oIr scrltten t lt', suburlran grotvlh has
sto.rdilv outlraccd ccntcr cit\' grou'th, rltsl.ritc thc
imprg5.511'., rccrnt pr()grr,ss irr rt,r'it.rlizing tracli-
ti(rnJl (lr'\\nt r\rr. in .( \r'r.rl nr,lj(,r (itit,r

'lhe tcrrorist .rtt.rcks or1 St'l.rtcnrbcr I l, 21)01, .rcccl-
t'ratctl .rntl rcr,lcfinetl this Iong-term trt'ncl in thc
Ncs' YorL rcgion. \1arrv firnrs' Ircarltluartcrs,
br.rnch olfiet' arrrl back oflicc olrer.rtions, elrrstcrcrl
in the \\'.rII Strcct.rre.r, rlt,rt'tlt'molisht'tl ()r s('\'crc-
lv d.rnragctl. ('onrpanics rvt'rt' compcllcrl t() re:itor('
()perati()ns witlrin tl.rys and to rclocalt' rvithin
u'ceks. l\ectrtivcs marle rluick, profountl tlt'cisirtns
in hours that rloultl h.rvt'r'rrtailt'rl nronths of ,.lelib-
cr.rtittn tttrrlt'r trornr.rl contlitiotts. J'roit'ssion.tls
.rntl sPccialists in nr.rnr' fit,ltls lc.rrnctl horv rrruc]r
thev cotrlci accomplislr frotn Iromes, hotels, .rnrl
()thcr r('r)r()t(' Iocations. Mcctings rvt'rt' h,rstilv
rc.rrr.rngcrl throrrglr vitltrreonicrcncinli, rvith l.rrgt'
s.rvings in tinrc .rrrcl tr.rvt'1.

Still, thcrr'is in .r vcrv rr,.rl scrtsc rro going [r.rck.
'I llrus.rn,.lr of p.rq,1rpl!' lt'arrrctl th.rt thcv cottlci oper-
.rte ef[cctivclv fronr their honrcs.rn,.l olht'r rtmotc
Ioc..ttiorts, .tncl coultl "nrr'r't" electrot'tia.lll\' \\'ith
cllstonrrrs antl collc.rgues alikc. For tht'iirrls nrost

rlirt'ctlr' .rtieett'tl, signific.rnt r('ducti()ns irr trarcl
tinrc .rncl e()st,lr(' no\\' bt'irrg [rtrilt iltttt trttstncss

[.]l.lns and [rutlgt'ts. I]or .rlI ot ht.rs, the.rtt.rcLs ioret'cl
rt'consirlcr.r t ion rrI krng-lrelel [rt'lit'fs arrrl rt'r'ealerl
thc p()t('r'rtinl [rrr changt' in olhcr nrcl ropolit.rt't
art'.rs. Crrrrcerns .rtrorrt [rlrvsic.rI sccurit\' .lr](l busi-
rrcss rlisrul.rtion rr ill lingcr. .,\ rcccnt BC(i .un'cr
rcvc.rlcd th.rt "[rusincss c()nlinuit\'" hd\ r'r()t\' \Lrr-
iacetl .rs.r top nr.rn.rgem('r'lt coltct'rn. Antl eonlintt-
ing ccononric ur'rccrt.rintv rviII t'rrsure tlrat glrrtral
irrtcrcst irr \\'()rkpl.rce securitv ar u't'll .rs prorlttctir'-
itv u ill rcnrain. r\s one C[() otrstrl'crl rtct'ntlr; ",.\

vcdr ag(), f.rcilitit's rlcrc n()t r,\'(,n ()n mv r.lrl.rr; rtou'
tlrcr"rc right in thc centcr."

Iirrr conr[r.rnit's cvcrt u'ht,rr', the tr;-rshot is tltat
dec(nrcL'ntrJtinll tht' rtrrkplar't' i\ n() l()nBcr .ur
()pti(n1, but nr'r inrPcr.rti\l'. ,\r .r rcsult, s('rti()r ('\('c-
rrtivcs .rcross irrr.ltrstries .rncl rt'girtns Ir.rvt' tottntl
thcmst,lvt's rt' t'r.rminitrg tltt'ir corpor.rie infra-
structurc. A.i tlrt'r, tlo so, tlrt' Lcr' (lucsti()ns rr'nr.rin
lhc s.rntc.l\ ('\'(,r \'('t thc.rrsrvcrs.rrc no lon8t'r.ts
intuitivt, or str.riglrtiorrr'.rrtl .rs thc\' ()net' \\'('rc.
( oltsitlcr:

a Whct'r sltoull rpc locttt tttrl it'lttt slmrll in'htill?
'Iixl.rri krealion is incrc.rsinglt, .r nrattcr ()l secrlri-
t\' .rn(l intr,ro[)cr.rbilitr' .rs u't'll ,rs cu\t()r)lcr srr\'-
icc, cost, arrtl a( )r'r vcll irllc(.. r\tlr'.rrrccs irr rlirclcss
a()mnlun ic.r ti(rns .rnd c()nr pul ing c.rn lrotlr l itrt'r-
.ttc \,.rst l'luurbcrs of cnrpkrYt'r's fnrm thcir tcthers
to spccitic Ioc.rtions.urtl allorv firms to nran.rgc
broarllt' tlis1,crsc,.l opcraliorts. Yot thcsc tt'ch-
nologirs a lso i rtcrt'.tsc clept'rrrlt'rtcc on lttrtler .rrtl
tcleconrnrtrrric.rtions gritls. So in pl.rnnin$ antl
[.ruiltling tlreir rrrrrkplact, irrir.rstructtrrt',,.rrrrrP.r-
nics nrtrsl fintl ncr'r,rvaYs to lral.rncc threc inter-
Iocking anrl potcntiallv eonflicting tracir.'o[[s:
acccss (for cust()m('rs atrtl r'nrI-rkrt'ccs), Iatottt
( for ef f ieit'rrt .rtrrl cf iccti vt' ()p('|ritions), .r rtri t'n.r.s
(to minimizt' \'isibilit\' .rnrl ovcr-coltct'ntr.ttiorr).

I //1ri1, 11111 (,r' /,lilisrtl(' rtttrl ttttttttr: ittli-ttsluttlttrt
r.isAsT [:inancial arrrl crrvirttntncr.rtaI risk' Irarc
Iong bt't'n higlr on nr.rnagt'nrrnt .1grn(lns. Sillcc
Stptcnrbt'r I l, phvsic.rl tltrcals to eml.rlot t'e s.tic-

tr' .rnr.l in [r.rst rtrctur(' \('arr ri t| h.rVt rist n to p.r r.r-
nr()unt a()nc('nls. Firnrs nrttst tleterntint' lron to
disp.rcrst' t'n1P1111'ces .rttl [.rcilitics I.tot orrlt' ior
nrarinrunr [,cnt'iit hut .rlso rvith mininrttnr risk to
thc intlir itlrr.rls, thc c()Drp.rn\: .rntl tlt('eorrrlnrttri-
tr. Tr.rcleotfs [rr'trleen physienl.rncl sr stt'ttts stcu-
rit\'(h) pre-cnrPt risk), bncL up opcrnti()ns sitcs
(for busint,ss crxrtinuitv in tl]e ('\,cnt ol tlis.rs-

Rr,Ar EsrArr lsst:r.s, Ftll/l1y'intr:r 2002

Tocl.rt; tlrt' st'trsc of crisis tvithin tlrcsc a()utp.rttics
h.rs l.rrgt'lr' l-.rssetl. Cri tiea I i n [r.rstructu r(' hrs bcen
rcstorctl .rntl tr.rvel is [.rt'irrg rcsumcrl. M.rn.rgt'rs
h.rve st rt'n gthcnccl .rnrl institutiol.t.rl izctl'cetr ritl
.'rncl cr.rntilrgt,rrcr' pl.rns. \\'orkr'rs tl isplactrl to [r.rck-
up ()r tcnrp()r.rrv ktc.rtiot'ts h.l\c rcttlrll('(l t() thcir
forme r offict's.

5t



ters),.rnd iltstrr,rnct, (to pr.11' fr',, rlis.rstt'r rt'cot-
tr\') rcqtlirc ('\fr('einll\ rotrust Jnd inhrrnrccl
juclgnents, .rs tht' solutirtr.rs .rf ft'e t t'r t,rv conrp.t-
nV st.rkclr()ld('r.

I Wltttt rurl /rrrl,s/rrrrrlrl itv lrtlnslbnn llt ttorkylttt'?
I\4.rt.tagcrs rntrsl rlt'cir'lc hou' to org.rrrizc func-
tiorts .tntl pc()plc t() rctlucc' risks \\'hilc intpr()\'-
ir'tt ()Per.rti()n.rl ('llicicnc\' .rrd cllecli\('nrss.
lhcrc are Ir() P,rt .rt't\\\'crs to lrasie r]rrr'stions,
such .rs: \\'ho s/rrrrrirl rr ork in corpor.rtt' t,tcilities,
.rn,.1 l'lto (l)///r/ \\'()rk elsc\\'hcrc? I Iorv c.tlt n'e
nr.rint.rin tt'.r)l int('grit\;.1s \\,ell .ls tht.soci.tl .rncl
ir.ttcllectrr.rl [rent'lits oI te.rnrrvork, rvl.rcn irrrlivirl-
u.lls nnd worL rrnits art'tlisfrcrsctl .reross nttrlti-
ple sitr.s .urrl tinrt' zoncs? 1\'hiclt p()lici('s .lnd
pr.lcticL's Ir0Dr rcnroVing c\ccuti\(' \uit(,s t()
inst.rllirrg irrelirirlrr.rl incentives rvill c.ttrsc
enrpltttecs t() .r(rcpt tlt,crrnct'rttr.rtiorr r!ithotrt
tliluting the trntlcrlving \'.llucs tlr.rt tlt'tt'rnrine
tlrt' tirn.rt culltrr(,,ul(l cr.lsurL' its Iong-lcrnt suc-
CCSS?

t l\'/rirlr /ircri rlir'. ./t,rrrl1 a t' ktr:|t Ltrrd tltiLlt 5rr)li{i itv
.ry'l.) L)ccisiorrs to lt'ast', lrur; [rr.riltl, or rlisposc oi
c()rp()r.rt!' f.tcilities c.rn [,c nr.rtlr onlr' .ritt'r tht,
.rbovc thrcc rlrresliorrs .lrc .ns\\'ert(l.'l he torrgh-
t'st choices usu.rIlv in\'()lvc tlispositiorr, sintplr,'
lrccitusc most lirtt rlanagtrs firrr.l it t'.rsit'r kr
.rc(luire ne\\' :,p.rc| tlr.'rn to elinrin,rte cristing
('\eess spacc. 

-l 
ht'rt'krrc, it is rtp to \rlli()r' ('\ecu-

tivcs to c'lt'ternrirrc l hich ctrrrt'r'rt t,rL'ilities
shotrlcl bc nr.r int.r in('(1, lroth to srrst.tin onSoitrg
pcrf()rm.rncr' .rnrl lo t.r'rstr rc L-rtrsirrcss (\)nt irlu it\i
antl w'hich ,ihotrltl be tlispost.rl. I'ltt'n, thcv
shoulcl mo",e tlt'r'isir,,r'lt, to ratiorraIizt' thc f.rcili-
lit,s [.rortfolio bl st'p.rr.rting \rrrplrr\ [.r(ilitic:i
fr()r)r thc c()n'r[rnn\''\ rn.1ir]stre ,1nr [e.1] est.ltc
.lcti\itier. I-.rcn largt, portt()li()\ ()l "l('g.tcv
.rsscts" c.r] bt' rcr'ort[iruretl throLrtlr rlisl,r,sals
nnd .rdapti\'t' rc-Lrse, pr()\'idod tlrer arr..[rricetl kr
tlrt' nrarkt't .rn11 rtran.tgrrl sep.tr.tt('l\ but this
iakes .r Iiighh [ot uscci, rl isci]rlin(,(l (,f 11)rt.

Such an .t1';,ro.r('h is tro krnger tenaLrlc. ln nrost
( )rg.)11 i,/.rl i()11s, in [r.rstructu rc is thc l.rrgt'st [ralancc
sht,t't .rssct .rntl tht' st.corrcl highr:st ()per.ttit'tE
(,\plrlse. It c.rn hell' or hinrlcr thc.rchit'r,r'r:rt'nt of
()rgnniznti()nal nrissi()n .llrd objectives. An(l it is
eritic.rllY imp()rt.rrt to tlrt, rrrg.rniz.rti()n's str.rtcgic
positioning, c()nrp('titivr, arlr'.rrrhgc .rncl opt'r.11i1g
p('rl()rnr.rnce.

PRINCIPLES OF DECONCENTRATION
I)('c()nccntrati()r.l changr.s thc [r.lradignt for nt.rlr.rg-
irt8 urrlror.rte ir.tfr.rstructurc. Until recerrtlv ,r com-

P.tlr1's infr.rstruetrlr(' \vns tlt'finctl trotlr bv its rc.rl
t'st.rtr' .rrrel bv its infrrrntation systcnrs. 'l lrt,st' trvrr
r.'lr.,nrents were, .rntl iD rI0st firnrs still nr('. ln.ln-
.rgctl tltrotrgh s('prrr'1rt(', rlislirrct tlecision pr()ccsscs
antl ltrnctitu.rl ()rg.uri,/.rti(nls. IIorvt,rt'r, in thr
nri(l l99t)s, so\'('r.rl nr.rj()r comp.lnics, irreltr,,iing
A nrt.ric.rrr [:xprcss, A I & l- arrrl IBM bcga n prlrsu it']g
iltn()\',r ti vc org.rniz.rl ion.r I .rncl svstcnrs e()ncepts
llral ltrscrl tl.te'|/rrti's rth('rt' lre()plr: rvork rvith tht'
I t /tttrr/rr,ttr's thL'\' U\(' t() C()t]1n1unic.ltc .trld c()ntputC,
rlht'rclcr thev rrc.'lotl.tr', thcsc trlo t,lt'nrcrtts oi
tht' tr orkpl..tco .rrc irrcrtric.rLrlv intertrlinctl rvit
nt,ss tht' trcntl hrrr'.rrrl glr r[r.rl "2-1/7" opt'ra t ions -
arrrl thev form tlrc fountl.rtion for thrcr'trrrucl prilr-
ciples tlr.rt will help trt'cutivcs to fr.rnrc arrr.l ext.-
artl(, (lcc(mcentr.lti()n slr.rtcgics.

First, the workplace can be anywhere.
I )('(( )ncr.ntr.rti()n clr.rl lt'rr gt,s tr.lcl ition.ll rc.r l tst.rto
Ioealion theon trr'.rllorling comp.rniqs to nlove
uork to thc rvorkers irtstc.rrl of tltt' rvorkt'rs to
rr orl. Manv \v()rkpl.r(-('s, likc nr.rrkcts, .rr(' r'r()\!
glrr[.ral, rrot krc.rl. lVork oftrn is sh.rrecl through
tt'r'hrrologt; not (l('(li(.rt('(i in or clepcnrlent orr spr-
r'ifie loc,rtiorrs. Iinre e.rn lt'r'r'ragc thc rerlistribrrli(nt
()l \\ ()rL, .lclricvil1t "21i7" ()Irerati()ns rrcr()ss ll(\lll-
raphr, functiorrs .lr(l bu\ir'r('\s trnits.

Nt'trvorks of pg11pl.', irrfornt.ttion .rntl rcsotrrcr.'s
rrot btriltlings-tlciinr. thc rrcrv rvorkplacc infr.r-
stlu(tur('. Tlrcst, nt'trvorks nrt linked Llr'clroticnlly,
throtrgh thc lntcrnt't .rntl phont's; sTrrrlirr//y, throtrglt
"lrott'l Iike" ()fiiacs; .rn(l irrcrrr//V, throtrgh tr'.rnts
rvilh rh.rrecl intcrt,sts .rrrtl r(rsollrc(\s. Ihis ntc.tns
tlrnt in(lividu.rl:i .rntl tearn. c.rn bt' c[ficicnt .rntl
t'l[r'ctir r.' .rnvtvhcrc. r\ntl .rs \\'()rksp.rccs slr i it [ront
sing[' krc.rtions orvrrctl lrv Ihc comp.rnt't() ntu]tiple
silt's orvnetl by othcrs (ineluding cnrployl'., .,,,.1
cusl()r'n('r l-ronres), thc rrrrrkPl.rcc rcnr.rilrs csscltti.tl
Io Pnrcluction lrut its t'eononricii ch.rnllc r.rdicnll\'.
I -eariers in ()rg.ur i,/.r t i( )r'ls .rs,.liversc .rs r\ rlt'rie.rn

Unlil rccentlr', tlt,r-ision ln.rkors tentlt'r.l lo iHnorc
tltt'sq rluestions .rt)()ut c()rp()r.ltc ir'rfr.l\truclLlrc
ttntiI tlrcr' \\'r'rr' a()nir()nt('(i, peri()(lit..lII\t [.r nt't'c]s
to rt'loc.tte ()llcr.rli()n\, ['rtrilt] ncrt ]rl.)nt\, ()r rcdrrcc
st.r f i 1.rncl, c()ns(,(lu('r)l l\, rc.rlign tllr. t.rci I i t ie\ t11.rt

housr thenr). I'lr('r'r, \\ith little prt,1,.rr.rtion, tlrt'st,
t'rcculives eitl.tcr trierl to brcomc ir'rst.utl (.\perts, ()r

rlt'lt'gatccl thc dt'cisions t() spcci.rlists st'r'r'r.rl rungs
rlorvn tlrc org.l1i,/,lt i( )n.r I l.rrltler, or otrtsotrretri tlte
irrnet iorr r,.n t irc lr .
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COMPANY'S US SITES ARE CLUSTERED
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lirprcss, IBM,.rncl Strr.r Microsvstenrs h.rvt' ch.rm-
pionctl this conccpt.

Irigurcs 1 .rn(l 2 slr()\\' thc p.rortfolio oI ont' l.rrge
a()r'np(lnY th.rt tVpitics thc situilti(nr taer'tl trv nr.rnr'.
Its hc.rtltlu.rrters'citt'h.rs.rbout h.rlf oI its t()t.rl rc.rl
cst.rtc, inclutling largt. iront otfice arrcl opcr.lti()ns
ftrrrctions. M.rnv sitt's .rlso ;rre cltrslt'retl in scveral
()tlrcr mctrop()litJn .lr(,.Is the inevital.rle result of
both rlecentr.rl izerl oPer.rtions anrl nru I t i plc .rcrlui-
siti()ns that l'r.rve vct t() [.rc r.rtion.rlizetl. ] his firnr is
.rrlr'lrcssing t\\'() strntcgic issues: rvhethcr trr consol-
icl.rtc "front offiet"' ,rncl rqLril actiritics into ft'rver
urb.rn sitcs, ancl rthcrt' to clt'corret'ntr.rtt' "nritl-
officc" and "b.rck-otficc" functiolrs .rlr()nB lhc ()ut-
lir'r locations it.rlrearlv h.rs.

As .r c()untorp()in t, corrsiclcr Sun's ".rrrvrllrt'rr', .rrr\'-
tinre" stratcg\'. IIris cornbines cnrp11l1'.,.. .rntl con-
tr.rator h()mcs, cl)rpor.rt("'htrhs," "tlrop-in" ct'ntcr:i
.rnci satellitc officcs. Honrcs .rre for irrtliriclu.rl
rlork, conncctccl trr tht' tlrganization [.r lrhorrcs
antl comprrtt'rs. "l lubs" h.rve .rll ot the l.rcilitics,
[trrnisl'rings .rnrl crlui[rnrcnt of tlrc eonvt'ntiona]
c()rp(xatc of ficr: inrlivicltral oxecLlti\'(', prott'ssion.rl
arrtl .rclministrativc rvorkslr;tct's; cletlicatccl cotricr-
('ncc r()on1s; higlr-b.rntln'iclth c( )nr nr u n ic.r ti()ns
cquipnrent .rrrtl sr'.tcnrs tr'chrrologr'; [ull rlccting

:n
aaa

supp()rt, travcl .rntl clt,rical scr",iccs; .rntl pcrm.r-
llr'nt p.rpr:r filc storagt'. "l)rop-in ccntcrs" .rcc()nr-
nrotl.rlt tltose rvlro [',crio,.lic.rllv necd higlt barrtl-
rr' itltlr, sophistic.r tctl l.rogr.rnrs antl focuscrl tc.rm-
rlork, trtrt thet' .rre houserl in simPlc, Iou -cost, util-
itari.rrr brriltlings. ()n .ur.rver.rge c1.rr; 30",, o[ Strrr's
t,lnPlor,1,g1; arc "on lht' roacl." Thev tlo nol lravc
assigncr'|, clcclic.rtetl lr orkslr.tc('s in hul.rs anrl tlrol.r
ill ccntcrs, brrt c.rrr rt,ser",e officcs, rvorkst.rtions,
antl nrreting r(x)nls Js rreetled ir-t tl-tosc.rrttl ntrntt'r-
orrs otltrlr loc.rtions tlr.rt.rrc provicletl t'itht'r bv Sun
or [rr' "sh.rrctl ofiict," srrlrplicrs .rrrcl othrrs. As
Sun'. CI:O Scott !1c\,calv s.rvs, "l'nr p.rving rcnt,
dr'prcci.rtion, .rnd utilitics on all kintls oI of[icc
sp.re(,jrrst:i() s()ntt'()ne a(u'r havc a nice pl.tct' to h.rrrg
.r picturc of I.ris rlog. I incluclc mvsclf in this, lrv thc
rvav.'l lrc onlv ttxlls I neetl are .r brolscr, .r rvireless
ph()ne, .rnrl .lcccss t() .r nctrYork.... I tcll ('[()s kr
rr'.rlk tlou n the lralls irt son'rt' of tht'ir lrrrilrlirrgs on
\\'t'tlnt'scl.rr' .rt l() o'clock irr thc nrorrritrg .rtrcl Irotc
to tht'nrsclvcs l hat the pc.rl ()ccLrp.urcv is. lt's trsu-
illl\' -l()",,, at m()sl. S() rvhv arc ther'[r.\'inE [()r nll
Ih.tt unLrstd sp.lc('?" I']\' dcc()llccntr.rtinH its infr.r-
stnretrlrL', Srrn cxpects to ctrt $240 nrillion fronr its
titl()0 million .rnnu.rl occu[.r.tncv cost tlurirrg tlrc
r)r,\l fr'\\' \1,i rs.
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COMPANY'S LOCATIONS ARE H!GHLY CONCENTRATED
HQ City Contains About 50% of Company's Total Square Feet

Parcant of
totalsq. ft.

Ir
EDB(l, ca, HQ Total

Second, infrastructure is a strategic resource,
M.tnv erectr t i vt's still sc.t' in frast rrrcturc ilr si t.r]plis-
tic terms .rs.l nccL'ss.lr\' (brrt sleeping).rssct.rnrl
as .r firctl (tht,rt,fore uncontroll.rLrlc) ('\p('r'r\('.
\1c.rnrllrilt', linr rn.rn.rgers tre.rt it .rs .rn .rtlrrrinis-
trative blrrtlcn or.'ts.t conrnrorlitv t() be tra(l('(l, r't()t
.ls rr rcsourc(' to Lre cfficientlv tttilizcrl antl l.rrott'ct-
ed. Tl]cv focus orr ot'rjects. r'r()t.rssets,.rntl 1-rrir't', r]ot
\itlue. In strclr 0rg.rniz.rtions, inir.rstructrrrc is nr.rn-
ng('rl \\'ith ont'of tlrr min(lsct\: r'tht'r technieal anr'l
r.ost-clrivcn ()r tr.rns.rcti()n.rl antl,.lc.rl-tlriven.
Iircctttivts foctrs on le.rse tt'rnrs arrcl fin.rncial t'ngi-
nccring rllrt'rr krc.rtion ,rnrl l.rlrtrt rlccisions tt pi-
cally clrive ( )ccu p.llrcy c()sts.

Urrtil erccutivcs clcfint, .rnalvzc, ancl corrver tht'
striltcgic inrPlications ()t inlr.rstnrcturL. issLres, lt'r\,
h.rve an inrnrt'cli.rtr, intuiti\ e Br.rsp of the trnrlt rlr'-
ing fackrrs th.rt clrivc rc.rl t'st.rtt'c()sts, linlit strnt('
gic moves, anrl cloucl (or cven cclipse) the olrtitns
hrr improvit'rg thcir cttrrcrrt sitr,ration. Thc kt,r'stonc
is to link "trrrsirrcss" Ll.rt.r or'r crrstonlcr scn'icc,
t'mpr16l g(' [.rotluctivitr; fir.tancial pcrf()rnr.rnc(' .rn(l
()pcr.rti(ms r!ith "f.rcilitios" rl,rt.r on loc.rtions, costs,
trtilization, design, c(mstnrction, .rrrtl l,altrt'. 

.l 
hcst'

linkages, rvlren combinctl rvitlr crc.rtivc problt'nr-
.,rlr ing. prrrrltrtt' lr(..1r in'itlrt' lrrr lr'*r nl,,,,,,*..-
mcnt .tttcl [rtriltl nronrenttrnr for rc.rl est.lt(. initi.l-

tivcs. Ar.ttl the analvsis oI rc'.r I t'st.rtt' profit cco-
nonrics .rnrl kcl, strcct,ss f.rctors csl.rlrlishr:s ontlur-
ing pri nelplg5 for .r "lrtrsit.tcss .]]rpr().rcll" t() c()rpo-
r.rtc rt,.rl ost.rtc, .rn(l thc str.rtrBi('\ th.rt .lrc
enrPLrl'r.d [-ry succtssftrl ('ntr.]nts.

Figtrrt' 3 shou,s the infrrrmation .lrclrit('cturc thnt
slrorrItl framc c()rp()r.rte renl est.rle rrr.ln.rllemcnt
svstenrs. It contl-rincs rl.rtab.rscs ()n busincss cc()-
nonrics, ol.rcr.rtiorrs, .rntl st.rffing litl.r f.rcilitics
.rntl rr'.rl cst.rtc nr.rrk('t tl.rt.r to rclc.rl utilization,
[rr()(lrrctivit\' .rncl [ull occuparlcv cost. r\Pplisd 11r

c.rch business unit, funetion, antl .rre.r, rliscrep.rn-
cit's ll,ithirr tht'conrlranv can be itlcntificcl morc
cfft'etivt'lv th.rrr r-'rternal bc-rrchnrarkirrg. Using
such nrrtrics, I'igtrrc { revc.rls tlrt' mism.rtcl'l
[.t'tl t.t,n tl]is c()nrp.ur\"\ [',r.rnch locatiorrs anr] its
crrslonrcr [-r.rse. \()l ()l]lv d()L's it ()ccupv thrce c()st-
lt. ct,ntr.tl Citv sit(,s rlithin a fcrv [rlocks of c.rch
othcr; it l.lcks.1nv pr('scnce in the \'('rv contmuni-
ii('s il Irns tlrgctt'rl ior cust()mcr lrt'rrt't r.r tion .rntl
f ( )r'npe titive sura[cs\.

Third, mobility enables business continuity.
C()rp()r.rtc cxccutivcs e.rn lcarn nruch frorl thc mil-
itarv irr preparing f()r the uncxp('.te(I. In fact, the
nliIit.rrv is more .rtlrlncccl than L.rusincss in m.rttt'
respects, .rd.rptirlg its str.rtegics, struatures, .1nd

JoURNAL ()r. RriAr. EsrAT[ P()R'r'ror ro MANA(;HMr Nr, Volunt, 8, Nunbtr Four,2002 5.1
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coRPoRATE REAL ESTATE MANAGEMENT TNFORMATTON SYSTEM (CREMtS)

CREMIS combines databases on business economics, opsrations, staffing, facilities and
real estate markets to show asset utilization, productivity and occupancy cost.
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\\'stcnls t() thc clr.rllcnges oi trnr'rrltrt'rttion,tl tr'.tr-
l.rrc, .rnrl ('n)pl()\'in$ ntrr'r-lin('nr thinkinlg .l[](]ut it\
inirastnrcttrrt. in Prrticul.rr, tht, links betrr t't'r't

nroLrile rrpcralions .tntl cot.ttittgt'rtcr' pl.rnning.

\lilit.rrv tloetrirtc is roott,tl irr "nrobilitr'." lrronr the
Iionr.rr-rs' prrrt.rtrlt.t,nc.rm[rrrrnt\ l{) thc curr('r'rt \\ \
tt,nr of "rr[.rt.rlition,tr\ " .tncl "\pr'ai.rI ()pcr.]ti()n\"
lrrrccs, nrilit.rrr'()llicr:rs h.r\'r [,t,r'n inr[rtrt'cl rr itlr ilrt'
.rttitucles antl krtrrrr'-hou to lral.urcc pcrn],urent
irrstallations anrl "hcar,\'," tiretl, eostlr, [.rcilitit,s
rvith tcnrPor.rrr sites.rntl "ligh1," ilt'r.iblc, Iorr-tost
.trurtrrr(\. I,(l.r\. -tr.1lr'S\ ,'l lr('(lur'rl lirr.rrr t,'
rlist.rrrt l.rrrrir lronr fircrl hotnr, [r.r't'. is roott'tl itt
l()ur c.rF.rbil iti('\: s,rtcllitc crrnrrrrrrnic.rti()ns, "iu\l-
in-tinrc" Irgistics, nrulti-unit pl.rtforrrrs, .rnrl thor
otrgh tr.rining. !Vhile tht'st' t.tPaLrilitics car bt'
Itrtrnrl in nr.ln\, (()llp(utics, lcrt h.rvc invr.stt'tl
tr;uir'.rlcnt tinrt,anel cnt'rgv in pl.lnlling l()r Ih('
nro[.rilc rvtrrkpl.ret'.

Ill\l's "NIobilitv Irriti.rtivc," l.rrrrcht,tl irr 199], rr'.rs
.r trr-rc.rching Jtterl'rpt t() sirlrrllarreortslv rt'tlrrtt'
high, fircd inIr,rstructur(' costs, irttrt'.tsc cnrpLrl'1'('
pr()ductilit\' .r'r(l inr[rrovc eLl\l()nrrr rcs]r()r'l\i\r'
rrt'ss. Bv e,rpitalizing on tht' tcclrnic.rl r.rp.rbiliti(,\
.rnrl cntrcl, rt'trt'ttt i.rI nrrrtir.rtion of its r attntt'rl salcs
torce, IB\l rr'.rs .rlTlt' to tl.'a,r,',..',',,,-.,rr.' s()nrc 2i,(l()l)
('nrpl()\'e(.\ (rrr 17",, of its gLrtral r,, orkforcc) ort,r a

l()rrr-ve.rr P('ri()(1. In .rtlclition to rttI t'st.rtt'saviltgs
tot,rlir.rg !il [.rilliorr. lhis pr()gr.rr)) also en.rt,let] llil\'l
to signific.rntlv inrprove thc srrstainaLrilitv ol its
(rr\t()nrcr s('rvi((' ()pcr.rti()ns.rr(l lt'rlltcc tht' risL. ot
o!t'r-concentr.rtir)D in spccitic riorvnlrrr\'n sites.

lVlobilitr; supporl(,(l [rv c()r.rtin$('r)a\' pl.rnning, also
nraclt' all tlrc cliift'rcncc inrnrt'r.liatclr' .ritr'r thc
Scprtcmbcr Ilth .ttl.ks. I\'lorc.ur Stanlcr' (i\lS),
tvith -1,7()l) r'r':t1Tlr11'f it't I.out'r \lanhatt.rtr, h.rtl
prep.lrr'tl ('\'.lcu.lt i( rr antl "b.tel- Lr [." [rl.1ns d u ri Irl]
llrt' Persian (;rrll \\'.rr, .rntl harl rt,iniorcetl tlrr'.t'
.r[ter tl]c l()().1 lVorltl l-rarlr ('t,ntcr Lronrbing
lhnruglr tlist iplint'rl org.rnizatiorr, s\'stcll.l.ltic Ir.rir)-
irrg, .rnrl r-lt'lailt,tl nr.rnu,rls. llrt' ap[rro.tch rr.rs
cir.,r t,lopctl [',r .r forn]sr nrilitnr\ ()lli.('r .rrrtl lra.t'd
()n nrilit.lr\' ('\p(,rirncL, .rntl pr.rttiet':. \1S e'tab-
lislrcd .rltcnr.rt(, l.reilities in thrr.'t'other Ncrr \irrk
('itv loc.rti0ns, rvith stor.rgt'.rr'rd a()r)l Inunic,lti( )ns

svstoms supp()rl irr I).rllas. -l hcst' plans rvcre crili
c.rl in s.r",irrg nt'.rrlr' .rll MS cnrl,lovccs .rntl qtriellv
r('\t()rinB ()per.rti()rt\.

its critical tracling furrclirrrs. I hous.rnci. 1rI p11rfg5-

sion.tls .trrcl .relntirristr.rtors tlec.tntlrcrl l() \\'()rk
fronr lrorrrt. .rntl variotrr (-()11rprlnv sitcs. C itigrou1t
ercctrlivt's nnd stali continrrctl no.rrlv nll ()i thcir
schccl u It'tl nrcetings w i thotr i tlcl.rr,, .rs v i(L\)-c()n-
iercneing stunrlcsslt r('[]l.r(('(l hun(lr('cl' rrf prre

1.r1.11111g11 lrips th.rt r\,t'r'1. lrr thr' ritcn)]rtlt oi
Septr'nrbt'r lltl.r, thcsc .urt1 othcr firnrs trxrk [rrrlcl,

tlccisirt' .rctions to rcrltrr't' tll(' risk ot ittlttrt' bttsi-
ncss lrrcalclou rrs .rntl .rrt, norv pioncerint e()ntin-
gcntv planrring for tlisastcr r('c()\'erv .rncl bttsirtcss
contilruitY nrainlr' [rY rt'conliguring ()pcr,rti()r']s t()
.tcconrnrocl,ttt' inrnrcrliatt' sltifts in rvorklrtrl ttr tiis-
l.lt'll .ilr'- rl .lll\ r)ll('.itr'r,,,,. (1,,\\t'l l,,r.lll\ r(.1\rlll.

1he regtrlators t()() .rr(' r'r()!\' rlciglring irr on this
issur'. 'llrc SIC-, I]t'tlt'raI Ilt'st'rve IJoarrl, .ttrtl
l-rt..rstr rl I )('p.lrtmcnt h.tvt' isstrerl .r conlinHencv

Pl.rrr re(lu('\tiIlg n.rajor \\'.tll Strcet firnts trr csta[.rlisl.t

b.rcLtrp lacilitics n ithin o srr t't'pirrg rcgitrn.tl .rrc u1,

t() il)l) nril('s fronr \1.rnlr.rttan, r.rnging from
Sorrtht'rrr \lainc kr Southertt \rirginia. Iht'sc sitts
n'orrlr'l t'linrin.ttt' tht' clt'1rt'ntlence of .rtt ltttire
intlLrstrv that is critical to tlrc glotral cc()r'r()l'rl\' ()r'r d

sirrglt, po111'1 anrl tt'lt.r-ontrttturicati()r'rs grid, r'et
loultl still [.,c .rcccssi[',le \\'itlrirl ()nc tlar''' rlrirt' oi
\r,t\ \r)rk. Ilrrr.. .rt tlrr. rrrilrrt6. ,irttlittttilr i.
trccorninB a r1r.)ttqr ()f (()rp()r-.rte c()mpli.utc('.r\ \\'!'ll
.l\ [r('\t ]rr.rctict'.

Figtrres 5 ancl (r illustratr.' thc [r.tmcrvorls Irr.trr-
.lg(,r\ (iln u\t' t() .rssc\\ thcir comp.rnt's "nrobiIitv

P()tcnti.rl" ior .rltcrn.rtirt' tvrrrkPl.rce sitt'r. I\ tlis-
scctir'rB tlrt link.rges trctrvcr.'n 5[r.rcc, Fttnctions, ,rntl
Timr.' rtithin c.rch [rttsin,.'rs rtt'tit .rnti .ler()ss cott-
tigul)us units, thct ean loeatc f.rcilities that o1.rti-

miz(' lrunr.ur rcsottrce .rr'.ril.rbilitl' arrtl cosl rvith
glob.rl tinre nr(ln(rllcnr('n l. 'llterr, thcv c.rn tlt'ter-
lllinc h()\\ inlp()rt.rnt "l.ttt'tinrt'' is irr tht' irrtli"icl-
rr.rl ('nr[rl()\ r'r"s rlork, l.oth rr'ith cttstottters .rltrl
rlitlr crrl It.r gtres, .-ttttl clt'eitle ()n l()c.tt i()tts .r( c( )r(l-
inglr'.

IMPI-ICATIONS OF DECONCENTRATION
L)ecrlrer'n tr.r t ior-t s[r('.rk\ t() a stttrtle vci pr()li)un(l
shitt in ..\nrt'ric.rrr r.rlut's that It()\\'.tff('cts t'ttrpl1r1-
ers alr,.1 t'nrp.Irt'ccs.rlikt'. lrr a socictt'rvlrcrc rlork is

ccrrtr.rl to thc culturc nn(l t() individuals' sclf-
estt'r'rrr, llrt. nrobile, "2-1/7" x'orkplacc is a cont-

Pcl I i nB nol ion itr theotr' [,tr t .r clortblo-t'tlgt'tl srvort]
in pratti.t.. It'clrnokrgv is r.'rotling thr' tratlition.rl
[rrrunrl.rrit,s tretl't't'rr rvrrrllifc .rn,.1 honrt'lifc.
Enr [.]or t'e' a rt' rc[rcl ] i n g aga i rrst tlrt' ('\ ('t -irrcrt.ls-
irrg t'rr,. ro.rehnrt'nts ()n th('ir P('rs()nnl tinlr'. Il.tb\'-

J()LRNAT ol. Rr 
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Sinrilarlr, ('itigrrrrrp .lcti\'.rtc(l tlrrrnr.rnt t.rcililit,'
rr'sen ctl trrr rlis.rslcr recoverr arrr.i "hot sc.rts'l()r
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ALTERNATIVE WORKPLACE

By integrating FUNCTIONS and TIME with infrastructure decisions,
SPACE can be redeployed and reduced...

ALIGNING PLACE WITH WORK

The Alternative Workplace (AW) aligns work place with work functions
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lrtrrmcrs .cort, i.rnrilr prlr\uits highcr th.rn liniln-
ci.rl g.rirr: trvo out of thrcc u'orrlcl t.rkc tl'o rlt't'ks of
c\tr"r \'.rc.rti()n tinre ()\'cr t$'0 r!ccks ()t (,\tra [r.r\,.
Amcrieans ltxrk u,ith elrr'\, .rt ErrroPt'.rrrs .rrrc1

Ia[r.u-tese rllro routirtelt' t.rkt' sir uceks ol .rrtrttr.tl
holicl.rr'. Astutt' cmplot't'rs arc rcclcsigtring thcir
rvork cvclt,s, (,n.rtrling tnrPIlrl(,cs t() lit \('p.rr,rtc
half-clar' [.rlrL'ks into f{-hotrr rvork p.t1k.1gg5.16i
three-tl.rt, n'orkrvccks. Ilut.rlong rvitlr thr rvork-
plice rcdcsilln, tlrev nrrrsl .rlso ch.rrrgc (r)rp()r(rte
n()rms tlr.rt ht'.rlilr' [.rrrrr "lact.tinrr'" to t.rlph.rsizc
rnort, ot'rjeclivt, n)c.tsurc\ oI irrrlir icltral ()rrt[rut ;lr]cl
pr(xlucti!it\'.

l)econct'rrtratiolr, in fact, carrics f.rr-reaehing inrpli-
a.rti()ns, n()l ()nlv f()r ()rH.1niz.rti()ns anrl thcir
t,mf-rlot et's [-rrrt .rlso for eitics arrrl conrnrrrnitit's tlr.rt
l'totrse tht' rlork[rl.rccs, honres, .rnt] nrvri.rtl otht'r
f.lailitit's th.rI ir.rnte 1.reo1Tl1.'1' lircs. Consirit'r tht'se
possibilitir's:

I Tr.rrlition.rl tlcfinitiorrs ()l tlre \\'()rkpln((, .lnd,
thcrciorc, the nornrs .rntl errn,.lition: rrl rvrrrk
itscl[ - [.rt.e ontt, obsoletr.'. lj,tct' tinrc is lt'ss rt'lr,-
vant in intlivitlual .rrlr.rrrct,nrcnt; ilrslcatl, otrt-
put, .rn(l protluctivitr, [Tr.rrrnrt, the nrt'asrrrt,s of
porf()nlr.rne(' arrrl tht' tri ggt'rs for l-rnrttotion.

I \\'rrrkers (irn live \\ h('r(' thcr likc; thcir asrignccl
c()mp.urv Ioc.rtiorrs no ltrn$r r nr.lttrr. Instc.r(1,
rr'orkcrs' .lee('ss t() irtforntation antl to r-rr rrork-
crs throtrgh clcctronic rlctli.r bcconrt's P.rra-
motrnt. Crrrrvcrselt, ctrslorncr Ioc.rtions for s.rles
.rnd scn iec t.rin in inrp()rt.lncc. Fronr thc (,rt.t'k
.19()r.r lo lh(' r\nreric.rrr rrall, pr!'1vprlq, still lilt, kr
[-rut .rnrl st'll f.rcc-to-l.rce, .rnrl to contrr'g.rte in
markcl [il,lc(' s $ltere t'ntcrlailtn]cnt [.r(.iIitnt('s
their Ir.rns.rcti()ns. ('()r]rp.urics tlr.rt r'lt'r'clo1r
intcr.rcti\'(' c( )n1n1u nia.lt i()r'r\ .rncl itr ttt i tir t' con't

putinF t(' lcvcr.rgc thcse intcnst'lv p(,rs()n.rl,
highlr prctlict.rblL' prri('r('r'rcr'\ g.rin .r srrlrstanti.rl
compcti ti vc .rtl r'.rnt.rgt' tlrrou gh higher t'nr plor'-
cc protiut tivitv in rvorkplaccs antl shops aIikt'.

tlreir Iir cs. ( r,rll'.rnics rvill nccrl kr hclP cplPl1rl -

e(,s b.tl.tltr't' rvork, f.rnrilr; arrtl lrcrson.rl purstrits
tlrnrugh t'ilcctive usc ()t thcir lot.tl tinre, anrl not
siml.rlt, lcavt' lhis kr ch.rrrct'.

I I h rotrgh rr orkpl.rcc rcrlt,,.i gn, conlp.lr'r ir's t r.rns-
l()rnr the rr'.rl t,st.rtc legaeit,s trf contm,rnrl-,rrttl-
control org,rlriz.rtions. Spr.rct' reritrctiorrs antl t'tfi-
t it't'tr't inrlrr rt,tn('nl\ \.r\(' r)r,)n('|\; in(r('rr\(' l)rrr-
tluctir,'itr', antl fostcr irrrtor'.rtion. ln "lrtrt.r"
of[iccs, spact, is rccontigurr'rl into "nt'iglrtror-
hoocls" lo pr()r'I1()tc Lt s('rls(' ()f e()nrnlunit\'. l.nrg!',
olrcn b.tt's, intcrslrcrscrl t!ith "httrltllc rrrrnrs,"
"a.1fcs" .ur(l oI lrt'r int[rront [rttt mr.e'tittg poiltls,
rcflect flat hit'r.rrchics. Workstilti()ns .rrc n()
Iongcr relcg.rtctl to sccrt.larics. M.rrragcrs,
.t,.i ntin i.tr'.tt('r'r .r'r,.l l(\ l'r'lr(.ll \l.ll i .r(rr )\\ rtr.)n\
gr.rrlc lcr,.'l: oecrrpv intlivirltr.rl u orks[r.rct' nrtrrl-
rrlrs oi r',rrving sizos rt,flt'r'tirtg tht,ir funttions
instearl ol tlrt,ir r.rrrks. (-orricrencc sp.rce is stvlctl
t() stinrul.t(' crlativitr, .rn,.l tttmrvork. Arrrl r.'r't,rr

l.rlant clcsigrr irrcrcasirrgll rt,ilects tht'sr.' s.rnrc
phvsic.rl .rt t ribu tcs.

I " froplr\'" lrrrilrlings losc thcir r'.rlue, .rs iunt tiolr-
alitt su1.,erst'rles imagc anrl ()ccupants p('rrei\,('
nrorc risk irr higlr-rist', high-r,isibilitr,, high-rcnt
structrrr('s. Iltrilr.ling tlcsigns rcturn to thc itrntl.r-
nr(,nt.rl\ ()l "t'iiicicnt" ,lnd "nttr.rctivc," rtot rlont
in.rnt .rntl inrp()sing. Tht'a,.ltlr'rl c()sts ()l sccrlri-
tt' fronr lt'rrorism insrrr.tnet' to [-r.rck-tr[r o[-rt,r.'t-

tior.rs cortt'rs wcigh hc.rvilr,'on industri.rl, clis-
tributi()n .urtl scrvice firnrs, t,slrcciallv in olr.lcr,
btrilt-u[. art'.ts. \\'lrilc rlt'elirrt's it.r .tsst't r'.tltrt,s
.rntl incrt,.rr,.'rl ()pcr.rtinE rrrsts ultinr.rtclv rvill
shol' u1, in prieing, thcv nrav irnp.rir slrort-tcrnr
t'.rrnings l()r th()sc u'ho irrvt'sl lrcavilv in [,usi-
r1r,ss conl ir)u il\'.

I "Signific.rntt," no longrr re(luires skvscrJPcrs.
'Ihc offier.. torvt'rs tlt.tt clornin.rtt' tlou ntorvns .trc
triumphs ol t'ngineering btrl onlr'.r fcrl er.ccl .rs

turb.rn dt'sign. |ronr the l9(r0s on, building sizc
ancl visibilitr proclaimccl c()rp()r.lt(' srree(,ss.
"Crrrb appc.ll" trec.rrrrr' .rrchitectur.rl r.loBnr.r;
a()n1p.rni('\ (()r'r1[]t,tetl frrr rranring rights. As sr.cu-
ritv collc('nr\ prc\iril, occuP.rrts non lrrt'it'r lt'ss
visiblc builtlings th.rt n()l (nrl\' .rc s.rtcr lrlrt
assinrilatt' lrt,tk'r ir.rto thcir t,n",ironnrcnts.'l'lrc
rel.rtionships .rnrong builtling hcight, sh.rpt' .rrrrl
nr.tss, .tntl rttrrouncling [rutrli( sP.rccs, rcflcct.l
bal.rncc oi at'.thctics.rrtl r.'rrrrronrics. C:()rnpnnies
.rrc tht' tult runrs, l()r tlrcv dctrrnrinc tlrt' nrarkct.
I'irnplot't't's rr'.rtrt to bc closcr to ground .rrrrl lt'ss

! Neu'nornrs litrer.rtc brrth ryorkrrs.rnrl nr.ur.r$crs
irom stantl.r rtls tl'r.rt [rronrott' \\'orkspnc(' cr] t i tl(,-
ment (such .rs "thr c()nre r ()llice" ) \'r'l .lls() .rrc
clerirlctl (suclr.1s Dilbert'\ "eulriclc"). \tl nr.rn-
.lgcrs .rr(, ch.rllcngecl k) ('r'rsrrlc th.rt t'nrplor,,ccs
Jre Irrr\lu(li\1' r!lrr'rr'r|,r lltt'r' .trt', rt'r;ttirittg
more fluici, flerible schetltrlt,s, .tntl st'anrlcss,
"2-l/7" olrer.rtiorrs. Anrl rr rrrkcrs, rtlrilt' t'rrjor ing
r-tervforrntl intlcpenrlencc, risk "lrrrrnotrt" it tlrcv
.rlkrrv u,ork otrtsitlc tht.rvorkPl.rcc to ovt'rrvhclm
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Ir()\r'(l('(1. \\'.rslringtrrr, lX h.rs .r l2-.,torv hcight
linrit, arrel [rutrlic \[r.)a('s ocaup\' -1()",, rrf its lantl.
Thc Iivc-ston' l'crrt.rgolr, tlrough t.tltrir'.rlt'rrt in
size trr oltt, Worltl'[ r.trlt' ('errtcr tort't.r, str ffcretl
i.rr less [,t'c.rusc of its rlistritrtrtccl nrass.

I Crrnrl..rrrit'r c.rsh ()rrl of eostlr ht'atl rltr.t rtcrs
htriltlirrg' .ln(l (,)rIlt'r.rlr' (,)rrlllr\('\ r('(,,)-lli./iIlF
that tlrt'r',.lort't l't.tvc to orvrt rc.tl cst.ll('l() e()ntr()l
it.rrrtl carr redcpl()\, senr((' anpit.il rrrorr' lrroduc-
tivclr'. ('iligroul.r's rrcent billion-rloll.r r s.rlc of its
\ctl York lrcacltluartt'r. \prrrrcd .) rigniiie.rr.rt
tluarterlv r.rrnings inert..rst'. ,\f&l strlrl its \.crl
Jerscv ht'atlrlu..trtrr\ l()[ $200 nrillion .rnti
Mc(lrarr'-l lill is pontlt'ring.r simil.rr !1700 rrillion
cle'.r1. Yct sinttrltant'ouslr', otltcrs sueh a,i N'lerrill
I-r'nch, \ortcl, .rn(l I.uacr'r t art' u rrlr.rcl ing prop.r-

crtics .t lire-s.rlr price. onc-lr.rlf to orrt.-thircl ol
thcir rcl.rlact'nrent cost.

I "Snrnrt grorrtlr" prolicics, lvhiclr c()r'rt.(,ntr.lt('
ro.rtls, schrrrls, scrlers,.rnrl rrtlrcr ptr[rlic i.rcilitics
ir-r establisherl c()llrrrunitics rvith roonr to
incrc.rst' their tlcnsitit,s, Irt'trrnrc rrrort' politic.rlh'
ancl soeiokrgic.rll\' .raccpt.rble. Enrl.rlrrrct.s, livir.tg
Iong tlist.rrrct.s fronr tlrt'ir rlorkpl.rct's, irrerr.rs-
inglv lose r'.rluablc tinrt' in long c()nrnrrrtes.
Whi lt, thcr' ('r'r jov urtrnn rlt'r'rsitr' for nr.rrrr' .rctivi
tics, th('\'.rlso likc srrburlr.rrr livinB. \\'lr(,rr p(\)plc
antl I,r,.ilities .1rc \pr('.r(l out .rrrcl linLetl [rY

inst.rrt conr mtllr ic.r t iorrs, their s.rlt.tt' is
crrlr.rr.t.,.l. Ilrir J((!,1(,rJtes .r Iren(l lll.r[ \\'.r\
Spil\r'r'rt'tl in tl.rt' 1950s bV thr' f('ar ol Ittrcle.tr
.rtt.rcl arrr.l enablctl [,r' ll](' Interst.rt(' Ilighu.rv
Sr.tt'nr. \,'$ lr.riIt. .tr, r'nj r 111g J rr'n.tl\\Jr'rce
.rntl tr.rrrsit-oricntctl tlcvelrrlrnrcnt is lrrcling the
rcvi\'.ll ()i ol,.1er subtrrbarr t()t'r'n ccr']ters, c.[rital-
izing on thcir clistinct col'r'rllrulritv inr.rgt'.rncl tlis-
tinctivt, shopping are.rs .rrountl tr.rin sl.rtiolrs.
Cu lttrra I f.rcilitics (()nrplcment conrnrcrci.rl
tlevrlolT nrr'nt .rntl Irorrsirrll.

I "Tr.rtlirrg clow,rr" t.rkt's pr()rnincllcr' irr conrl-r.r-
nies',.leeisiorrs t() deconct'ntr.lte in tlrt.rvakc ot
rtccssion ,rntl rencrvt'tl .rttcnti()n to rctlrrcinll
tht'ir firt'cl costs of [.rtrsirtt,ss. Alrt,a,.lr,.itics likc
B.rltinrrrrr', I)t.rrvcr, [)t.s \loir.rcs, antl I .rs \i,g.rs
.lttr.rct cnr[)l()\'crs ltrrking tor btrs incss- lricrrt] lt'
c()mnrunities, .rffortlatrlc housing.rn,.l high-tlrral-
itt' rlorkfrrrct's. TIrost' in higl.r-cosl L'itics likc
Boston, \err' \irrk, St'attlr', .rntl \\'.rshington, DC
.rrc trarling r.lol rt to tlresc scconrl- .rltrl third-tier
citics, n()t orrlv for "nritl-office" .rnrl [,.rck<rfficc
()ptrJt i( nls lru t for regiona I lrcatl qua rtr.'rs, r.l istri-

[ruti()n e(.rrl(,rs .rnd \pr'ai.lll\ [-rtrsint'ss rrrit.-
'f()\'()t.r r('( ('n t lv cst.rl.rl isht'rl .r -l()()-pcrson .rrl nr in-
istr.rtivr' .lr'rd ()pcr.lti()r'ls c('r)t('r for its Irinanci.rl
Scrvict's rrniI in .r B.rltinrorc suburlr. l]or [rusi-
nessqs, tht' (\)st s.rvirllls, rc( ru i ting, .in(i pr( )(l uc-
tir itv br'nt'lits .rrc tlcnronslr.rblt'. For cilit's, t'crl
lt()ntia r('(()\'('r\; rcncrvt,tl grol'tlr, .urtl loc.rl
nt,rr.tk' lr .ls ,rr| n'Ilr lr rr\'(l(.(l

I ('()rp()r.rt(' rt'al est.rtt' t'r'tioy5 n(,11' go.rls in
knorvletlgt,-b.tscrl [rusittt'sses lrttgal, [rrrtction
.rl, antl ftrn. Iltrt to achicrr.,thcsc, ncrr .rntl nrtrrr
r(rbu:it str.rteBics .rre rt'rlrrirt'rl. I-.rrgc, l.rrish,
\peci,lli,/('(l heacltlu.rrlcrs rctluiring lrrrrg corrr-
nlutcs t() rvork.rrc orrt. Snrall, sinrplc, g(,11..1.
worksl.r.rct's r!ith high [uncti0n.rlitr' .rntl tlrc
cnp.rcitv t() k'l('c()mnrtr t(' ,) r(' in. Re.rl cst.rlr.frort-
irtlios nr.rt' .rctu.rllt incrt'.rst' itr siz(' antl eont-

Pleritv rvhilt' thc costs P(.r unit .r rr' \hnrpl\
rt'tltrcr.'tl. Ncrv c()rlcupl u.r I a ncl .rn.r lr,l ir.rl tr'ch-
ni(lu('s nrust bt infust'tl in the str.rtegic pl.uuling
proccss. I Irr' ovt'r.rll q/rtlrri/ (rirl optinti,/('s sp.(c,
iunctions, .rntl tinrc. 'l hc fii, i/itl,,s rrrrrrri oflt'rs .r

linritctl rrunrbcr of [irt,tl-prir't'tl rlr.rrk[.rlatr, sclcc-
tions for nr.rirrstre.rnr tlecision-nr.rking, rvith arr
.r l.r c.rrtt. In(.r'ru of crrstonr o[[iccs for s1',ccial sit-
tu.rtions.'lhe ( r rrrir,/t'r isr' 1rrr.r, tlesignctl frorrr thc
insirlt'or.rl, is slrrir.rk rlrap1.r1.11 .rrourrri tlrt' ltrnc-
tions .rntl ()p('rJtiolls rvitlrin. fhc lrrii/riil.( rlirr
iits int() th(,rreighborhrrrtl, but r.locs not st'cL trr
nr.rkc .rn ".r rchitcctu ra I st.rt(,r'r1cnt."

Irr thc cnci, tlr.'t orrcentr.tliort r(.(luircs t()p nrdn(rFc-
nrent c()Drnritnrent.rnr.l lrr rt tr rrn-up nce(.plnr]cc.
\\'hile CI:()s rttctcd inrnrt'rli.rtclv to St,ptt,nrbcr
IIth, corPrrrations n()\\' r'1lust sust.rin t()p lcVcl
attcntior.t ()r'l i\su('s tlr.rt go rvt'll bevontl crisis nr.rn-
ng('lncnt. l lrt'rt' is nruch at stakr,. Tlrrough c()r'tcert-
ctl nr.rn.rgcrnt'nt .rttcnti()n .rrd cro.lti vc tlt'corrccrr-
tr.rti(tn :itr.rteBies, ..\T&T irL'r'ti up 55i0 nrilli()rr in
c.rsh fkrrl'; ll]\1 rcrlucetl trrt.rl occufr.rrrcv eosts lrv
51.2 bilIiorr.tncl retieplot't',.1 SI(){) million in .rnnu.rl
savings; .rntl one Amcric.rn Ir\pr(.ss unit irrerrtscrl

Protluctivilv br' 7()",,.

(-ory.r111.11q' It'.t,.1t'rs shotr lel rt'think busirrt'ss in Ir,r-
structurr in t(,rrrrs ot str.rtcgic J(i\?nt.lllt., l.rotltrc-
tivit\'.rn(l rlrrr.rlc. In thcir zt,.rl lo grorr'.rnrl clr.urgc,
rnarty firnrs or,'erlook tlre [,asic [rusincss risks of
rlcstrot'crl, i lr'r lr.ri rcd, .tncl t'r.ct'ssi t c inf r.rsl ructrr rc.
,\rrr.1 irrgcnious f in.rncin g .clrt'rncs, so prrr'.r len t in
tlrc 199()s [.rrrll m.rrkct, tlivcrl conr[.r.rnit's fronr
npph'inB lterr tt'cltnologics .rrttl ['ork [rrncticcs k)
their inirnslruatrlre antl [.rusincss pr()cess('s.
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.,\s rt'ccntlr' .rs 2001, rosr' .rssunrpti()ns lctl nranv kr
atlrl sp.r.11'g .rt m()rc th.1n tlrrrrblc the r.rtc of jo[r
grorr th, crt,ating.r l.ttrge rt'al t'st.ttc ovcrltan$. Norr
lht.t nrrrst shcrl th.rt r-'rct.ss,.rrrr.l thcrr srrmc. As tht'r'
clo so, contl-r.-tI-ties tyith strottg [ralatrce sl-ttcts.lttl
c.rslr rt'scrvcs shoulcl t.rkc frrll .rrir'.rntagc oI tht,
rlt'1rr1's1;(',1 nrarkct .rntl lorl cost o[ c.rPit.rl kr con-
sirler horrr to strcanrline antl irttl',rove tl.tc u,ork-

Plact'itst'lf. Bt'rt,invt'slirrg ilt t'rn [r krvco-ct'n te retl,
errrl onrcr- fricnrl l\; c()st-s.r\inB i.rcilitirs .rntl svs-
l( rt).. tlr( \' rr tll tnt1.r,,r r' ( t)r[rlr'\ ('(' .ni('t\. rJti.t.l( -

tirrn .rncl protluctivitr'.

ll.turt)t,..\lnn.rr(1 lir\lrr \lr({ llk l',,trnh.rl lnrp.r(t.,,r
|i,..r..,,f.,ll(l lrrr,fl. r,")L \ (rt(\ \\.r\hrnrt,,rr. I)(
llrrn,Lf(.ln'rrlLrt,(D.l.rr,,.r li\rl

llr,,,.ru,,r I (,r,,,n,1, \,r,,1\' .. ii, i|,i.'i 1,., !,,i. l ).rr,, \\.r.lrrltt,,rl
I )( I \,lirtnr( rrt,n (,,,nnr( r., r L..ur(l }ln,\lr(.rll\ r

IJr,,rrrrr l,rlrrr.,r,l IlrLL. I\lsrtul \\. '\\h.fu rtu, lh(lt,l\'( lr(*
\uhrrrb. nnrl lh, ( (',fft lLlr'irr l()r I nrfl,)\ nr( rr(.' l\'J\lrj,,gl(tr,. l)( .

Ii(!)king\ Inn trlr,rr. \,'\( rrl\'r l()()r).

(i)ttl.ib. I'.rLrl l).'()lLl(,r ( (,rlr.rl ( (\rrrlr.' in tlt \.\ l (,,rr,nr\.
( l, \.l.rr(1. ( nn.\\t\l(.,,r ln\(.r!, 1 nr\.rrrt\. ().1,'l\'r loLrl

Irr\'r Il,,t,.rl I ()rlr.(.\l,r,r,'l lh l\,,1\rng(;,r,Lirth\,,,
()|r\r 5t.i!. \\.,.1,ri,9r,,,) l\ llnr,Ln!' In.lrtulr(rr. (\1,,1\ r

lr\rlr

NOTE ON SOURCES
\Vhile this.rrticlc is [r.rst.rl orr rnv erlrcrir-'rrcc irr corr-
strlting r,r'itlr .t nlrnrl.rcr oI corlror.rte clicnts, I h.rvt'
lrt'netitt'cl irom thc hrllorving publicati()ns nr'r(l

rese.rrch that mav also [.t.hcl['ftrl to re.rtlers u'ho
.trt' intt,rt,sted in ftrrther cletails atrcrut the forct.s
that art' clri"'ing clcconct'n tr.rtir rrr:

l',r.1\ 1,,\,fl,rn,l \\! $t l \\inr.'uhrn(,,rf,,r.rlr,,l]. I,',,\,
I()\ n: lh. r(Nl' ,r,rrl liiJr, r,l. t,l \l.lr(,1(,liln,r lt,l. \fr,,$ I

l\'ln,Lt. \\r\rr'\trt( L rr\,.,\rt\ lirrr\ llrlrlr.
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Currerrt EU c()Llnlrics u'oukl prcfer thal ltc\l'ntcnt-
bcrs trc lr'caltlrit'r n.1ti()lts, rvith Srvitzt'rlancl ancl
Norl.rt, as tlrc nrost p(rpul.tr candid.ttt.s. l-lris prt'f-
crcrrct' is linketl to thc corrmon lrcrccl.rtion thnt
adnritting p()()rt'r c()untrit's to tltc I.,U coultl
unlcnsh subst.nti.rl labor nrigration fkrw,s. The prt-
cist' scale of nrigr.rtion ilorvs front the .rccession
c.rnr'lielatcs is tlifficult t() prcdict. Estinratcs bast,cl
()n the p()st-\\'.rr (it'rman crPericr.lc(' \r,rllgest tlt.lt
about 3.5')i, of the Pop1l.11i1vsr of thc l0 ncw n'tt'nr-
bcrs (1",, of thc current IiU popul.l;1n1 rvill set'k
jotrs in \\'cstcrrr [iuropc.

Ilect'r.r t 1r,,, the .rnt()unt antl cost of eaPihl havt,
respertivclv increasecl antl tlcclinerl. ()n .rver.tgr',
Etrro[,c.rn conrlrnnics p.rv nr()rc th.rrr half .r l,cr-
cent.rgc point less for thcir (.tpit.rl tlr.tt it tho Errro
did not r'xist. More than 5i600 billion ncrc r.rist'cl
last vcar. This ntcans tl'r.rt nrorc Euro-rlcrromin.r tetl
L.rrrntls rycrc issrrerl in 20(l l th.1n cloll.tr-rle nomin.tt-
ecl [.oncls. A rrttrrn to gr()\\'illU rents.rnd ovtr.rll
econonric hcalth is likely to occur bi, 20()5 in I'.rris,
Milan, ancl []russcls. Markots like [-ontlorr,
Fr.rnkf tr rt, Stocklrolm, ;rntl Nl.rtlricl u' i ll cor.rtinut, hr
shitt sirlcrvavs cluring tht'nc\t thrcc vc.lrs.

IMPLICATIONS OF THE
NEW GLOBAL ECONOMY
Thc p()st-indrrstri.rl age t.rcgan soon .ritcr \\'orlrl
!\hr ll in tlrc Ur.ritctl Statcs.rncl arrivt'ci in Wbstt'rrr
EuroPe .1pfl Jalran in the I960s. lts distinguishing
ch.rrnct(,ristic is .r r.lrclinir.rg ('nrph.lsis on matcri.rl
grxrris anrl a grou'ing intcrcst in qunlitv of litc.
Qu.rtcrn.r rv acti vi tics ste.rrl i lv rxpancl, rt,str lting i n
an el.rboratc r,lir,,ision of l.rtror and str;.rplving a

ryholc ncrl sct oI societ.rl nt,ctls. Scrvict' .rctivitics
inclurling bankirrg, ret.ril, tcleconr nr u nic.i t i()n s
scrviccs, .rncl public scctor .ctiYitics, such as crltr-
(illirll .l'td mlrlir',tl ritrt,, lr.trr'gr,,rrrr in imp,rr-
t.rncc. Ilrrvevcr, tlris clocs n()t mcan th.rt nt.rnrri.rc-
turin6 is on the \\'.r\'()ut.

The kev ch.rr.rctt'ristic of tlrt' Ncu' licononry is
intrt'.tsitrg gLrlr.rl irrtertlt,pt.n(l(.nc(,. I{rrinB l;.r(l('
fostcrs .r ct clc lc.rrling to grc.rtcr c()nr}r('tition .tn(l
cfficie rrcu more r.rpicl ciiffusion of innor'.ttions, antl
grc.rtcr productivitv gains. I Iorvevcr, thc grorving
de1.'cntlcnce of scrvices on a sophisticatcrl ir.rfra-
structurc of h.rr,.lrr'.rrc .rntl softu'are h.ts incrc.rsctl
thcir cvclical 

"'trlnt'r.rbilitr'.

Tht'Nt'tv Econonrv rcflccts.r *,illingncss to unclt'r-
takt' trt.tr*it u fl.1\ irlvr,\lnr(.nl in inrt,rr.rtir,| inl'lr-
m.rtiorr tcchnokrgr'. This, rl,ltcn comlrincrl u itlr .r

Tha key clnracteristic of the Neut Econonnl

is increasittg global interdepetrdence. Rising

trode fostars d c!lcl(, lending to greater cont-

petitior arr.l efficiency,, ore rapid diffir
siotr of inmtuatiotrs, ttrrd greatar productiui-

tV gdins. Hottteaer, the groruitg dependence

of saft,ices o a sophisticoted inlrastructure

of hardruare firul softTunre hns itcreascd

tlrc i r cy c li c n I r ulnerulrili ty.

decatle of inrp.rrrrysrn.lt1r in thc U.S. financi.tl nr.rr-
kt'ts, tlorvn-sizing of thc l:ecleral gove rnment, .rntl
cllorts bv c()rp()r.1ti()ns t() cut c()sts.rnd incre.rsc
cfiicicncr; h.rs harl a }rr()ioun{l im1'.t1'1 ,,1., tht'cont-
p('titivoness of tlrc Amt'ric.rn ec()n()ntv.

Tlre Instittrte for Intcrn.rtion.tl l.-conontics, .r

\\'.rshingkrn tlrink-tank, ('\pects th.rt bet\\,ecn 3{)",,
and {0'1,, of global tin.urcial .rssets rvill cncl u p.r

rlenominatcrl in lruros (rvitl.r betrvcen'10'li arrtl 50']1,

in tloll.rrs, irn(l the rcst irr vt'n antl .t fr-'rv othcr cur-
rcncits). Thir rloulcl inr1,lt .r sl.riit rrf betu cen 5500
[.rillion anc] 5l trillion into Eunrs, prim.rrily out of
rloll.rrs, as invcstors antl ccntral [.r.rnks resl.rtrffle'
thcir l.rortfolios.

CHALLENCE OF INTERNATIONAL
REAL ESTATE INVESTMENT
Intt'rn.rtion.r l re.ll cst.rtc i|l!cstmcnt rc[]rescnts c()n-
siclt'r.rL.rle tlccision-m.rkirrg, org..lnir.ttion anrl nr.rn-
agt'rial ch.rllt'ngcs abovc,rntl bet'onrl the problcnts
oi achicvir.rg tht'clesirecl c.rsh flows at the builtlirrg
It'r'cl. Thcse clr.rllcngcs .rre accentu.rted bv the
titttt'-tli:tanic ll.rt ir,inr tlrt. L nitt.r.l 5t.rte* .rrr.l th.'
rliifcrcnt socio-r,cononr ic and cultur.tl structurcs
.rssoci;rtocl w ith indivirlual nationitl m.trkets.

IIrtt'rrrationa I rc.rl est.rtc i nvcstnlent rctlrrircs .'r con-
ccntr.rted scru t iny of the l,roblenrs .rnc'l op.rporttrrri-
tics linkeri to sr.rclr docisions. A nuntbcr of m.lcr()
issr,rt's must bc er.rminctl to rctlucc systcmatic risks
h'r ,r.,r,n,,,,, .rl['entit'n .rr ro.' 1..rr111l',;.',, n",,,,,','.
Ilv c\tcnsi()r'1, international cliversificltion .tssists,
but tlrrt's not renlovc, systr'matic risks.

()nc of thc nrost popular nteans ()t intcm.rtion.rl
rcnl rstatc invcstment is.i countrv fund. Using
c()rrr'rtrv funds, illvcstors can specrrl.rte in a sir.rglc
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fort,igrr nr.rrkct trith nrinint.rl c():its, (r)11\trttct tltcir
()wn p('rs()r-l.rl intrrn.rti0nal c()untrV p(rrtt()li()s
using c()untr\'[trntls as [rrrilrlir.tg blrcls, antl rlirt'r
sifv irtto emcrgirrg rnarkt'ts th.rt .rrt' otht'rrvisc ilt.tr. -

cessiblt'. Sonrc rrl thc m()\l (()nlrnorr r'.rriablcs itt thc
initial u,innou,irrg pr()ccss trsccl to rletcrntiltc llrt'
(,c()n()ntic clcsira[rilitr' ()l .] n.rti()r't frrr rcal t'st.tlt'
ill\'('\tnrcnt .rc Br()ss clonrr.'slic prrrtltret ((,D[)), pt'r
c.rpitJ inc()nlc, artcl tlrc pcrt|nt.rgc ol (i[)l'rlt'rott'd
to sr.'rvicc inclttstrir's.

CALCULATING AND ANALYZINC VALUE
AT RISK
V,rlrrr' .rl Ri'k {\;\li) i\ llrr' .urr,,trrrl ,)l r)r,,r'lr'\ .rrl

ir-tslitrrtion cotrkl rrr.rkc or lost'front r'h.tngcs itr tlrc
pric(' ()t thc un(l('rlvinll.t\\('l\. \'AIi rt'rlttccs.r firnt's
tolal nr.rrkct ri.k to.r singlc nttnr[rt'r. In othcr
rvorcls, VAII is J st.rtistie.rl estim.rtt'[rl.,.'cl on his-
toric.rl tl.rta. Most firnts rrr(' nr()r(' rlrtrrictl .rLrottt

rvhal tht'r' can lr,'.' if tlrt' nr.rrkcts nr()\(' .tg.rirt\t
llr(.r)r ( r , r'l \( \ 

I 
t r l, r r I I r \',\li lr.r. ['.,ri,ttt, ,t r]l( 11\tlr| , )l

pott'rrti.rl krsscs r.rtltcr tlt.lr .r nrc.rstrrt'ol potcntial
g.rins. llre VAIi tor-rccpt irtrt rrpor.r [t's trvo ct'ttlral
clcnrents of risL: (l) thc st'rrsitivitv of .r prrrtfolio to
ch.ll]ll('s in urrrit.rl\.ing prices .rnd (2) tlr(' \'ol.rtilitY
oi tht. unrlerlving 1.rriccs.

-l'he [rrrmcr rr'i]ects Itou lt'll tht' portfoli() i\
hctlgt.tl (tht'bt'ttt'r ht'clgt'tl it is, tlrc It'ss scnsitivt'to
l.rricc tfiangcs) arrr.l tlrc lattcr, the likt'lil.rrxrrl ot
l.rrge price fluctu.rtior.ts. I'lrt' size oI the price
changt' is irrcrlriritbh linlcr.l n'ith thc holtlirrg

l.rt'rirrel. f hr' lrrn gcr thc hrrltl ing pcriotl, tht' grt'.r tt'r
tlrt' Possit.rilitt' ihat prict' r'harrgcs rlill lc.rrl to a

higlrt'r protcrrtial krss.

3. I'hc length oI tl.t('cl]os('n Iristoric.rl periotl h.rs
.rn inrp.rat rrn the rt'strlts. lf tht' 1'criotl i. too
sl'r()rt, it nr.rv n()t cJptur!' tltt' frrll r.rrit'tr ot
t'r'cnts .rnrl rcl.rtionships lrctrlctn the r.rrious
.rsscts .)n(l rvithin each .rsst,t r'l,rss. If it is h)()
lorrg, it nr.rv be too sl.rle kr prt'clict tlrc futurc.
Ihc.rtlr arrtagc ot this nrcthocl is tlr.rt it r.lot's not
rctltrirt' tltt' uscr t() nr.rkc .ur\' ('\plicit lrs\ttnr|-
ti()lls.rb()rrt thc corrt,latior.t .rntl tlt'n.rnrics oI the
risk faetors, sinct' th,.' sinrttl.rtir rt iol lorvs t'r t'rt'
historieal rnrryc.

-1. Nlontr'('arlo sinrulation, .r technitluc for tlt'al-
ing rlith eonrplcr rr'sottrcc .rllotirtirrn prolrlt'tls
th.rt c.rnn()l tre solrt.tl [rv nratlrt'nr.rtic.rl .rnalr'-
sis. This tcchrritlut' irrrolres er(\rling n t\'[rianl
li[c Iristorv of .t svstcnt th.lt r('pr('ser]ts tlrr'.rctu-
nl Pr()blcnr ancl it. rrrlt's of opcratiorr. Rt'[rt'atctl
rLrns ()l tl'r(' sinrrrlation, sliBhtl\'.rltcrint th('
()pcr.ltins rtrlcs t'.reh tinre, cn.rhlt, erlrr'rinrr'nt.r
tion .rinrt,tl .rt cliscovt'rirrg rlt'tlrrrrls of inrIrror'-
ing thr' 1-rt'r[ormalrct' ol thc st'stt'nt.

I ht, \lontt' (-.rrlo sinrulation nrcthrrrl c.rlculatt's thc
ehalrgt'in tlrc r'.rluc ol a prrrtfolio rrsing a santplt'rtf
lantlonrl\'-gt'nt'r.rtctl PriL'(' secn.rrios. ltr lhis
nppr(Lrclr, the trser rrr,rkcs cerl.rirr .rssur)rpti()r'rs
.rlrorrt nr.rrkt.l \tructur('\- thc corrcl.rtirtn trt'lrvt'crt
risk [.rctors ancl thc rrrl.rtilitv oI tlrr,sc factors.
Urrlike tlrc histrrrical sinrulation nrt'thttcl, .r Monte
(.rrlo sirltrl,rtirrt't rcrlttirt's tlrc tt:er to rclt rrn his
vit,rr s .rntl r,\pr'ricrlac in evalr.rating risk.

All thrcc rlt'thotls inelrrr.le thrce b,rsic par.rnrctt'ts:
.r holtling p(,ri()d,.1 corrlitlt'ncc intcn'.rl .urtl a his-
t()ricnl tinrc lr()riron, rrr er rvhich tht' assct prict's arc
ot-rservccl. ()ne rr'.rt' oi t'r'.r I u.rting tlrr.' acctt r.rct' rt[ .r

lirnr's VAII rrctlrorlologv is kr conrp.rre tlrt'esti-
nr.rtt,(l (c\ antt') \'Al{ nunrt'cr l,rotlucctl [rY its
intcrn.rl rnolL'l rlitlr its aetu.rl (r\-p1)st) [rr()fit .lr]d
Iosscs. r\ \lAll nunrtrer can [.rc caleulatutl tor ittcli-
vicltr.rl positions.rntl Iirr rvholc portfolios. lI a iirm
h.rs trnlv ont' l.rositiorr, tltt'\'All nLtntbtr rcpr('\crtts
th(. p()tcnti.lI Ioss ot tlrat instrunr('rtl, for .r spct iiit'cl
tinrt, horizorr .rncl conf i,.le ncc intt'n al. Onct' it h.rs

trv() instrurnr(,nts, it u ill havt' trvo VAII nttnrbt'rs.'hr
.rrri\r,.lt (1rl( trtttrr[.r'r l(lt lr,'llt ]','siti,rll., it i. tl('((\.
s.rn to cr,rltr.rtc n'hr'thr'r .rttl to u'hat t'rtt'ttt thc

[Tositirxrs o[lst't or rt'ittforet' c.rclt otlrcr rlltt'tr the
Itl.lrkct n1()\'('s.

Tlre re are tlrrt't' nr.rin
rtltrt' .rt risk:

(rP[]r()rrchcs to ealcu la tillg

Iht' corrt'latior-t nrt,thotl. a tleternrinistie
(rp[]r()(1ah al.o knrrNrt .rs thc r.tri.rtlce/coritri
,tttce n1.)tri\ rrrethocl. r\ccortlinB t() thc c()rrcl.r-
tiorr methor.l, the cl.tangt' in th,.' r'.rlue oi tht'
p()sition is calculatt,tl hr, combining tlre scttsi-
tiVit\' ()f (,nel'r a()nrp()r'rInt to price ch.rngt's irt

tlrc unclcrling asset, \\'ith .r \'.rri,1rt(('/a()\'.tri.rttcc
rrratrix of llre variotrs (\)nlf)()t1('nls' \'()l.rtilitics
.rntl corrt,l.rlion.

2. I liskrric.rl sirlul.rtion. Ilris aprpro.telt c.rlculates
the changt'in thc r,.rlttt'()i.r p()siti()n using tltt'
actu.rl lristorical nr()\'r'r)lent of thc rrnrlcrlvittg
asset, but st.rrts ir()nr tlr(' currcrlt ritlue rrl tht'
.r..r't. lt clrrr'. rrol rtrlttirr' .r \'.rri.ur(1'. L' vJn(lll(r'
nr.r trix.
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'l hesc tentlencics c.)r) [r('c.lptured bv tlte statistical
rttt'.tstrrc of correl.rtion that calcr.rl.rtes tllc (le$r('(' t()
rvhiclr clr.rngcs irr trro r ari.rt.rlt,s .lre rel.ttc(i. It is
nornr.rllv e\prcs:icd .rs .r cot'tiicicnt bt't rvcen pl rrs
or nrinus orrr'. A +l eorrclation nteans th.rt the vari-
.rt-rlt's movc in tlrt' samc rlirt.ction l() the s.ltrre
rit'grcc rr Irik'.r -1 nt(',rns th.rt tlrct' movc in rll-rlrosite
clirt'ctions to the sanre clcgrt,t'.'l hr statistical nre.rs-
ure .rls() tlcp-rgp{t ()rr \\'hcther p.rst c()rrcl.tti()n
.r\\Llmpti()ns .rrc r'.rlitl f()r th(' future. r\ltltorrglr irr
tlreorv crrrrclations shoultl bt'st.rblc, irr r('ality lhct'
arr rtot. -l lrt'l' .rrc nt lh('ir most ulrst.rblt' lcycl n,lrt'r'r
nl,trkcts .rrc ttnrlt'r strcss. Irr sltort, e()rrel.rti()ns
h.rr e .r tcntlt'rrcv to brr.'.rk r.lorvn n hcrr lhe r' .rre the
In()sl necd('(l.

A iirm c.rn rrsc corrr'l.rtion offsets litltirr .t risk
(asst't) cl.tss, but n()t tretrvccll risk cl;rsst,s. Sintilarlr;
l'.rrrkr ..'.rrr lr.rre c.rpit.rl rr'lit'l lrrr otl\(.tling p(,\r-
tions ilt ,r risl cl.rss, but n()t bet\\'ecn classes. Iltc
VA ll nunrbers for tltt' r'.triotrs risk cl.rsses - intcrt'st
rntes, eqrr iti(,s, ctrrrt'ncics .rnrl eontnlrtlitirs- nttrst
[.c atltled u [.r lo fornr thc b.rsis of .r nr.lrl('t risk t-.[]-
ital c.rlcltlatior.t. Iht' B.tnk for lntcrn.rtion.rl
Scttlement (lllS) ir'.rnts Lranks to Iravt'nrarket risk
cJpit.rl k) \rrpport thfir lrositions in.r rloonrscl,rV
\itu.rtion.

CREATER OPPORTUNITIES FOR
DIVERSIFICATION
()nt' mc.rrrs of nritig.rting risk is through thc
pr()ccris oi p()rtfolio clivcrsificatior.r. Divcrsific.ttiotr
sirntrltaneouslr' lrotrls .rrrrl srrbtjivitles risks.
[)ivt.rsifiablt' risk is alro reicrr('(l t().ls unslstcnt(rt-
i( r\l i'r tr.li,rslp11.11;. risk. It r. thr'[orli,rrr rrl tlrt,
hrtal risk of .rn .rssct th.t is not c.rl.rturerl [.rv its lrct.r.
Llrs\'\tenr.rtia risk is tht'risL unirlur t(),1 p.trti(ul.lr
.rsst,t. Sinct' irr\'cstors c.rn clir)rin.tte uns\'stcnl.rtie
ri.k lrrrnt tlr(.ir F,)rlt{,1r,,\ hr' ,.liri,r'itr irrg. th.,r' .rr.,
n()t rc\\tr(l(.d tor t.lkirrg this risk.

()nt'of the nr()st c()nlp('lling r(\rs()ns [or illv('stinl]
a[.rrrr.rtl is clivt,rsific.rtion. Tlrt. 1..r55.1gl.' ot EIIISSA
(linr l.rlovnrcnt Ilctir(.n'lcnt SrarlritY Act ot Ic)72) lrrr-
ther rcinforcccl th(, n()tiolt oi rlivt'rsific.rtion.
Intt,nration.rl rc.rl ('stntL' in\'('stnr'nt p()rtf()li()s
r('\'()lvc ar()rrnd hol rluch in\'('\t()rs a.rn g.tin ir1)r't'l

itr tt'rrra tiorra I cliversi[ieatiorr .rnrl tht,eilt'ets of fltre-
trr.rting exclr.rnge r,ttt,s. Retrrrns on rc.tl cst.rt(' .lr('
nrueh less c()rrcl(ltctl .rcross cotrntries than r!itlrin a

c()untr\; becJuse oi tlifferirrg cc()r.l()n'lia, [rolitic.ll,
in\tituli,,n.)1. .)rrd f \\ e hi 'I 'tir.r l i,r( l,,r\

'l-hert'is a l.rrgc anroulrt oi lrontc [ri.rs in rc.ll est.lte
prortfolio holtlings. TIrt' rt,asons for tltis bias
inclutlc thc bclit.f that rlonrt'stic stcrtritics [rr()\'ide
int'c.stors u ith a hcdgc .rg.rirrst tlrrnrt'stic infl.ttion,
iurcl ;r lotrcel-rtion of fornral ancl informal [rarricrs
ng.rinst inVesting irr re.rl cst.rtc ()\'crsc.ts, e\tr.i
t.rrcs,,rrrcl tr.ut\.rcti()n .rntl inlornr.rtiort costs.
Irurther, investors Jrc nr()r'('r.r,illing to invesl in thc
Unit('(l Stntcs thart in lcss f.rnrili.rr countrics.

A rc.rl ('st.lte [r()rtf()]io consisting ol rliffercrrt assets
is not .rlrvat's lcss riskt, thalr one corrsisting o[.r sin-

Hle.rssrt. r\ prrrt[olio ncctls to cont[.rrisc tlte kintl of
.lssets Ihnt r!ill pror, irlt' rlcsircrl tii"crsific.rtion.
()nce PnrPc1l1, rlivcrsificrl, a p()rtfoli() is less
crfrost'cl to risk, but c()nsc(lucntl\' .rlso clrrst'r to
.r\'('rige r.rthcr th.rn marinrtrm rcttrrns. This tr.rdc-
rtff bt'lrvt't'rt risk .rnd retunr is krrorvrr as tlte risk-
rctrlrr) ir(nticr. lts sh.rpe is cun'ilint..rr n'ith climin-
ishing rcturns nl.rtched br' .rrr incrt'asint lt,rcl ot
risk. Sirrce tht,rc ar(' nlrnl('r()us nr.rrkct int'fiicicn-
cics irr rt'.rl esLrte, onl\, .l f('\\' pr()p('rties.rrc .tvail-
a[-rle for s.rlc .rt an\' gi\'r'lr timc. ( orrsccltrcrrtlt; .rn
investr'Ircnt portfrrlio shotrltl c(lnsisl n()t onlt ol rcal
('\t.tt(', [)ul i]r,, ,,1 ri,nrtn,rrt .loel .trt,.l ,.,tlter rnar-
kct.rblt, st'cttritit's.

I'()rt[()li()s c.]rt [rt, eonstrurcltrl in strch.t rvay thnt the
over.rll risk ()i tlrc portf()li() is lt'ss than the \t,eight-
t'tl .rreragc of tlrt, st.rncl.rrtl tlcliation of tl.rc intli-
viclu.rl asst'ts. Balanct shet'ls h.rvc nevt:r r('.rllv cap-
turetl .rll thc tin.rnci.rl risks.r firnt faces. Ihe iunc-
tion oi bal.rncc slrr,cts is t().rccount frrr thc lriskrri-
c.rl pcrl()rln.rne(' of tl.rc firnt. Crctlit .rncl intcrcst
r.rtc risks in .r kr.rn portkrlio cannot [rc qLr,lrrtificd
u'itlrout [urthcr infornl.rti(n] ()n nl.lturities, c()un-
tcrparti('\, .-tt-ttl llrt' prroPrrllittn oi st'curctl vr.'rsus
trnsectrrt.tl lenrlilrg.

IDENTIFYING, DEFINING, MEASURING,
ANALYZINC, AND FORECASTING RISKS
Svstenr.rtic risk is rrnclivrrsifiable risk, rnarket risk,
()r b('t.r risk. Svstcnr.rtic ri\k c.lnn()t bq atrritlctl bv
clirr'r.itr irtA .lr'r')r,r'rt \('('rrnti(,s. IIr,rtr*r,,'t tlrr*,
itrveshrrs rlont.rnrl antl, ovcr thc long run rt'ccive,
c()m[rct]s.rti()n for [re'.rring srrch risk in the fornr of
Jn e\c('\\ rctunr. \l.rrkct risk cle.tls rvitlr tltc lcvel
.trrtl tinrittg of atrsorPtion .rncl tht' Prict's ()r rcntal
r.rtes .rt which this .rt.rsorpt ion t.rkes Pl.rce.

Pctliticnl Risk-('orrntrv risk an.rlvsis inrrrlves .rn
('xanrjlr.rti()n of .r countr\"s cc()n()Dtic outkxrk ancl
thr'stdbilitv of its govcrnnrelrt,..rs rvt'll .rs such l;rc-
t()rs .rs corruption, thc crirrrt,rate, artt'l tl-re lrossibil-
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itv ol crl.rropri.lfi()rr. In .ldditi()n to tltese risks, rt'al
eslalc is.rlso subjt'et to nunr('r()Lls lt'gislative antl
rcgtrl.rtort' risks, strr'lt a* changcs in t.r\ l.r\\'s, rr'tlt
control, zorring, .rnrl othcr $()\'crnnt('nt improst'tl
r('stricti()ns.

'I'ht'rc is |r() un.rrinrit\' \'tl ()11 \\'h.rt (onstittttts
politic.rl risk irr.r givt'rr counlr\' .rnd Irot.,'to nrt'as-
rrre it. N{(\l\ures ()t p()litic.rl statrilitv nrav inclrrrlt'
tlrt' frctlut'rtcl oI ch.tnlics crf grrvtrnntt'trt, thc Icr cl
ot violencc, thc ntrrrrber rtt .rrrlcrl insttrrectiotts,
eorrflicts tlitlr other st.rtes, .ut(l so on. I'hc lr.rsic
hurcti()n ()i \uch 't.rbilit\ irrtlic.rtor* is to eleter-
nrine h()\\' Iong the cttrrtnt rcginrt' *'ill [.rt' irr

p()tr,(.r.rn(l rvhetht'r thc roginrc *'ill [rt'w'ilIing antl
.r[,le to cnforec its iorcigt.t investmcnl Su.rrant('('\.
\lrrsl conr[T.rrrit's bt.lit'r'c thal grc.rter 1',olitical st.r-

[-rilitv nre.rns .l s.rl(,r ir-t\'('sln](,nt cllvir()nnrr'nt.
I'ronr C.rn.rrl.r to tl'rr' ('rcclr I(cputrlic, from Intlia
to Irclarrtl. lrorrr Srrtrth ,\frir..r lo tht' fornrt'r Srrvict
Urrion,.rn,.l to Zinr[r.r[rl'c, rvhich hosts thc nr()st

pr'()r'r'rincnI ethnic lantl clisy]1r1(', politic,rl ntoVt'-
r)lcnts crnt('rr'd on t,thrricitr, rr.ttiorr.rl itlentitr;,rnr.l
rt'ligion .rrt' rccnrt'rging t() (1)tltcst sornt ol thc
nrost ftrnrlanrcnlnl prcnlis('s oi the motlcrt't
n.rt ion.rl slatt'.

('o r111.r.11i1'5 tiiflcr in thr'ir suset'ptibiIiti('s k) p()liti-
eal risk riel,entling on lheir intitrstrt', size, conrlrosi-
tion of orvrrt'rshiP, lt,r't'l of tcchn()l()g\; antl clcgrt't'
()l !crtic.rl intcgr.lti()n. For crarrrplc, e\pr()pri.rti()11
or creel.ring erp'rllrpri.ttion is nrorc likel"'to occur itt
th(' c\tr,ralivc utilitv antl linanci.rl st'etors of ,tn
('(()11()nrY tlrarr in thc nrantrl.tcttrrirrg sectrtrs.
Ilt'c.rtrse 1'olitical risk has a tliffcrcnt inrp.ret on
each firnr, il is tlotr[rtfrrl th.rt arrv inr.ler (]i gen('r.ll-
izcrl p'olitit.rl risk rlill l,e of nruch r'.rlut'to .r c()Dr-

pJnv sclcctr(l at r.rrrrlonr. Ilrt' sprecific ()per,lti''llI
.rntl finarrcial ch.rrnct('ristics oI a crrrlp.rnv rvill
la rgeh' tlt'tcrnrinc i ts suscr1.,t ilril itv to 1',olitic.r I risk
.)n(1 thc cllects of th.rt risk on thc rirlut'oi its ior-
r'illn invcslrrrcnt.

ln thc largt' n]aj()rit\' ol c()untrics, t'rproprri.rtirrlt
rrppeirs t() [.rc ust'r.l .rs .r [airlv selt'etive policv
instrumcnt. I(.rrelv rlo ll()\'('rnlr'r('nts, evcrr rc\'()lu-
ti()n.rr\' ()r't(.\, c\pr()[rrintc fort'jBn invr.'stnrcnt inrl is-

trinrinatt'lr'. In gcncr.rl, tlrc grc.ltor thr' pcrccivctl
bcrrtfits to lhc hosl r,conontt' .tncl the nr()rc e\p('n-
sivc its rt,placcnl('nl tr\'.r purcl\'l()c.rl ( )P!'r.r t i( )r'1,

tlrt' snr.rl lt'r thc risk ol crprol.rri.rtion.

()ne grxrtl indieator oI tht'rlegrt't'ol p()liticnl risk is
the st'riousncss of caPit.rl flight. (iapital flight
rt'icrs to thc er['rtrrt of sar irrgs lrr' .) r],rti(tn's citircr.ls,
rvho tloubt tht'salt'tv of tlrt'ir c.rpital. C.rlritaI out-
flon s e.rn [.rc intt'rrecl bt' trsinl; balancr of p.rvn]cnt
ligurr\. Ihcs(' eslin.rtt's \rrF,gcst tlr.rt c.rpitaI ilight
rcpr('\('nts .ln cn()rm()us otttf-lou' of furttls frr.rm
(l( \i'l' )lrint (i1r.ll]trir''. I his [1ll('r]i't)r( rl n tl(\'ur\ l r

scvcr(rl redsons r('lnting t() irr.r1-rpropri.rte cconomic

[r()lici('\, \\'lriclr inclutl,: go\'ernnrcnt rctulnti()ns,
controls,.rncl tart's th.rt loll'r'r thc rt'tttrn on tlrtntcs-
tic in \'('st nrcnts.

Errsillr'ss Risks Ilusint'ss risks irrvolvc clr.rnges ir.t

()ccupir'rcy ratcs, thc levcl rrf ttel! eottstructiotl, ;rncl

zoning.rnrl pernrit rcgulnti()ns,.rs rlt'lI.rs.rtltiitions
to thc conrpetitir r,'strpph. ()ther risks inclutlt' I.rt.ror

problcnrs .rntl nltr.rtrtri.r on tirriotts typ-rcs o[ trtili-
tics, for t'r.rntl-rlt' ll('rs, s('t\'('rs, rr'.ttt'r, .rncl clrctricit\'.

[)if icrenct's .'lr]l()r'rg cust()nr('rs .rtrrl [ruiklin$ pr.rc-
tices r'nJv rcsult in losscs rlut' t() conslnrction
clcla|s, thc failurt'to obt.tirr ncccss.rrY pcrnrit\, .rnd
the [-rt'har ior ol l.rtror .rntl supr,rvis()r\' lrcrsortnel,
which nr.rv bc unacct'ptahlc t() Anr('rican inv('stors
.rncl olltcr stakt'holdcrs. Ilusincss p(\)ple h.rve t()
nrakt. strbit'ctir e estinr.rt(,s. Lcoltonrists rrit'r to this
situ..rti()n.rs an incomPlett. nr.rrket onc irr r!lricl.t
not .rll scurario li.r\'of f s .rrc rcpl icnl('(1.

Risks |ron Llnsound NloiatirV tnd Fisctl
Policir:s- Fiscal irrcsponsibility is J sigrr th.rt .r

countn'is likclv to be prolitic.rllv riskr'. The govcrn-
lrLrrt (1('ficit.is J pcrccnt.lge ()f gr()ss n.ttional [rroti-
tuct is .r risk indic.rtor. 'l hc highcr this figurt', thc
nrorc lltr' ll( \\'( rll nt('n I i\ llrr,nri\ilrI l,r its rilizt'nr
rcl.rtivt'hr tlrc rcsotrrces il ('\tr.1ct\ in pavmt'nt. Thc
gre.rtcr the clt'iieit, thc Irighcr the possibilitv th;rt
the g()\,('rnment will not br ablc to kccP all its
[rrorlist's \\'ith(,uI rcs()rting to c\[rr()pri.rti()ns of
propcrt\'.

Donrcstie |rolicir's pla\'.r critic.tl role in rlt'lermin
ir.rg horl cffcctivclr'.l n.rti()n rleals rvith t'rtcrn.rl
slrocks. Asian n.rtions, ior cx.tntple, succ('sstullY
(',[r(,(i \\ itl] [.rllrn$ t,,nrrI,'rlilr Priqq's, ittr rt'.t*ittA
rc.rl intt'rcst r.rtt,s, .rntl rising t'rch.rnge r.rtes,
[.rcc.rtrst, thcir p()licie:i [rr()n1()tctl rcl.rtivelt' klv
inflltiorr r.ltcs ar.ttl small ctr rrcnt-accott nt tlcficits.

TIrc rrpPlr5;1s \r'.rs true ior L.rtin r\nreric.r, rvhcrc
nrost c()untrics lrclic'r,e'tl that growth is trt'st pro-
motrr.l bv dt'r'clopment \tr.rtcgies ch.rractcrizcd bv
c\tcnsivc st.tte ()\\'ncrshiP ,rtrcl crtntrol. On tltc one
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Ir.rtrcl, nr,rnY of tht'sr crrtrntrit's tr)ok oYt'r f.riling pri-
v.rtc brrsincsscs, nntionalized tlrc barrks, prott'ctt'rl
clonrcstic c()n] pn n ics .tg.l i nst i ntP()rts, r.rn tr 1.r l.rrg1'
ioreigrr tlebts, .rntl Itt.rtilv rcgulatt'cl tlrc pryil'.11..

scct()r. ()n thc othcr h.rntl, lhr'"East r\si.rn Tigcrs"
(Hong Kong, Sou t h Korca, 

.l.r 
i r.r,.rn, .r nrl Sin gaporc)

clenronstr.rtccl tht'i r abilitv t() i ntit.l t(, anrl innor,.rtc
in thc intcm.rtion.rl n1.rrk('tplncc.

The lack of iort.ign c()mpctition h.rs eonlrilrutetl to
lorrg-tt'rm inefiicicncv anrong L.rtin Arneric.rn
nlanul.rcturer\. l..rtin r\nrt'ricarr pr()(lu(-(,rs \\'crc
cont('nt \\'ith thc t'rploit.ttion of rlontt'stie nrarkcts,
cl.rargin g prict's tt' picallv st'r,r'r.rl tinres I lrt' intern.r-
tion.tl ratc for thcir goocls. nt the s.ll('timc, st.lt('
cl;.rt'ncl itures orr nr.rssivc c.r pi t.rl pr( )ir'( t\ d i lcrt('(l
res()uracs fronr tlre pri\'.rt(' \(,ct()r .rntl crp-rorts.
Much oi this ilt\,('stntent irrrtrlctl irrt'ifitit'nt statt'
cnterprises, resulting in rrirstccl rt.sotrrccs anrl
l.rrgt' tlt,t.rts. TIre tlccline irr corr ntorl i lv prices .lnrl
tl-te sirntr lt.rncorrs risc in rt..rl intcrc\t r,lte\ should
h.ryt lt'cl to rctlucccl tlomestit. c()nsrlntPti(nl.

Fcaring tlr.rt slrerr.ling crrts rvorrlci tlrrt'att'n soci.rl
st..rl.rilitr; I-.rtin r\rrrcric.rn govcrr.rments rlel.tvcr.l cut-
tittg l'.rtk t'r't Pr()j(\t\ ,rntl s ri.rl ('\fct)(litrrrr'r.
Borrou,ing ()vers(\ls fillcd thc gap bctB,ccn con-
sunrpti()r1 .rnrl Protluction, ('rrnblinH th('l)t t() tcn1,
por.rrill L,ni()\' artiiici.rlh lriglr stanclarr.ls of living.
I-.rtin Americ.rlr g( )\'ornntcnls .rlso trit.rl t() stintu-
latc thcir econonrics by incrt,.rsing statt,spgn{i11g
throtrgh higlr r.rt(.s ()f nronct.rrv crpransion. This
resP()nsr cr.rct'r[.ra tccl thcir difficulti('s \\ith high
r.rtcs of infl.rtion, combinerl l'ith iirt.rl t'rcharrgt,
rates, [Trxrsting the real cxch.rnge ratc .ll]cl rcsulting
in hight'r imports.rrrtl lorler er[.rorts.

The ovcrrrltretl crelr.rngt, r.rlr's, intcrt'st r.)t(, c()n-
trols, .rrrtl pol itic.tl unccrt.rit't ties triggcrr'(l n).tssi \'('
capit.rl flight fronr thc regiorr. I'hr'result n,.ts corr-
siclcrat.rle bal.rnct. ot p.lvn1('n I tlcf icits th.rt ncct,ssi-
t.rtc(l nl()rL' forcign [.,ornrrvitrg .rntl hight,r tlcbt
se'rviet' rtrlttircnrer)ts. Thc.rnt()unt oi tutprocluctivt'
spcntling in tlrc (,(rn()mv is.rn indie.rl()r'()[ pr)t(.I'l
tial poli1i1.11 risl. Iir thc crtr.rrt th.rt c.rpitnl fr()nr
abro.rrl is trscr.l trr srrbsirliz(' c()n5unrpti()n or i\
rr'.tstcr.l orr shorvc.rsl, pr()iects, thc govcrrtn'tent u iII
havt' k'ss $,ealth k) tlraw on lrr rcP.tt, Iltt, r'r.rtiol't's
forcign clcbts anrl is ntort' Iikclv to rcs()rt t()
(\(ll.ttt8(' (r'utr(,1\.lrtLl lrrglr,,r t,rrt'r.

things being cqtr.rl, a n,ttion rlitlt subst.rnti..rl natu-
r.ll r('sourccs, sttch as oil ()r C()pl-rcr, i\ .t bctter ('('()

nonric risk tlr.ur onc rvithorrt thost' rcs()rrrce5.
Horr t'r'cr, n.rtions suclr .ts Soutlt Kort,.r rrr T.tirr'.rn
trrrn ()Llt to bt, bt'ttcr risks than resorr rct'- rit lt
Argentina or llrazil. Rt..tsolrs tor this incllrrle the
rltralitv oI lrtrrl.rrr resotrrees .rnt] tht. tlcgrt't' to
rvlrieh thesc r('\()rrrccs.rr('ptrt t() lheir most t,l[i-
cient usc.

lhc n'orltl cc()nonrv still rrt't'tls to rn.tke .rn enor
nrotrs rrtrnrbt'r of nr.rnrr[.rcttrrt'tl ]rrt,eltrcts [],tch
vcar, lhtse [rr()dtlCts h.rrt' to be Il.rtlr' in gre.rtcr
Ynriet\, \r'itlr higher soPhistication lo nrect incrt'.rs
irrglv stringt'nt intltrstrial .rntl consrrrrrt'r tlcntantl.
r\rtrl rt,t, c.rch ve.rr, tlrt,t nrtrst cosl Icss. C)f tht'-17
l.trgt'st nr.rntriar.turing [rusilrcsst's irr thc Unitt'tl
St.rtes, l9 spt'tializc in ehcnticals, [rirrtcchrrolotv
.rrrtl pharm.rce rr tic.rls. lf a rrrtrntrt' is st'riorrs.t[rorrt

lrrr)\r(lilrg lttgll-ttt.,,nt.' \'r)rPI)\nlr'nl, it rrL!tlr 1,,

nr.rkc srrrc it lr.rs.r Irigh c()neentr.rti()rr of knorr'l-
t'tlgt' l.rased antl c.rpit.rl-irrlt'nsitc irrrltrslrics.

Nl.r n u l.rctrr rirrg eorrtribu lt's sonte $(, t ri I lion .r vt'.r r
l tltr' rrrrrlcl Ir,,\\ (l,,trr(.\lr( pr,,(lrr('l ('i r,\(,r (l(l
trillion. Nkrreovt'r, it ent['rlrrvs.rn estint.rtt'tl 35() ntil-
lion l.rcqrPk'.urtl in most rlt'veloPetl e()untries, it
rrcc()unts for l.retrvt'en .r iiith .rncl a r;trarter of the
grrrss rionrcstic lrrorluct. lltat is r.lorvn front 35",, to
ll)",, half .r c(.ntrrr\'.rg().

A nation \\'ith highlv skillrd anrl prorltrctivc u'ork-
crs, a l.rrgc p()()l ()f scicl'rtist\ .rr-rri ctrginccrs,.rlrrl
.rtl1-rlt' 6;111.q*",r,cnt t.rl('nt h.rs nr.'rrrY oI thc cssen-
tial in6rtrlrr.rtlr l(' l(,\l('r \tr.tLl\ Br(,u lll ,ln(l (l(.\ ('l
opnl('nt. Thc ncrt clccaclr.' is likclv to trc the cr.t ol
tltr".lrrer" (i,rrlr!rl\ rrr.rnrrl'.rilrrrrng [111i111,s.r,s

tlrnt t()clls ()n .l n.rrro\\'st't of [rrocltrcls solr-l lorltl-
rl irlr.'. Among the i.rctors hr'lping thc r.'r'olrrtiorr oi
sttclr bttsinr'sst's .rre rctlrrclions in traclc barriers,
t'.rst' of inicrn.rtion.rl tr.rrt'1. .)nd thc r()le ()t tltc
lntt'rnt,t ilt ,tllrrling snt.rll eontp.rnics to frro(ltrc('
atrtl r.l istribu te tlrt,i r f.rrotl trr'ls urrrltl x'irle.

Risks frorrr llliuim,:l Ctins in Prorluctit'itrl lht
Urrilt.tl St.rtcs has cftectir(.1\ rcgairrt,tl its l()ng-tcrnl
l.rrrrrluctivitv grorvtl.t r.rte. I)trring tlrt, tirst hali oi
thr' 20th centtrrv onc of tlrr.' ntost inn()\,.tti\,(' p('ri-
ocls irr lriskrn .ts nell as in thc I99(ls, producti\ i-
tr' .rvt'r.rgctl n[r()ut 2",, antrtr.rlh'. Thc biggest [,rr,-
rlttclir itv g.rint'rs .rrc tltr (r)nrputcr .rrrcl st,nti-corr-
rluctrrr incltrstlit's. Mort' bro.rcllv non-lin.tnci.rl t or-
p()r.rti()ns Itavt, ttrrnctl in .rr,:t,ragc proLluctivitv

Risks frolr Chtrngts in tht, Coutrtry's llconomir
Easc- I'hc rcs()urc(' tt.rse o[.t country c()r'lsists ()f
it. n.rtur.rl, hunr.rn .rrttl tin,1tt( i.)l rt'*r,trrrr,.. OtlrUI
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I)rorl trt-t i vitv in I hr' st'n'ict' \r'ct()r hds [rt't'n [r.rsica l

lv flat. Scnlce firrrrs h.rvc not f.rceti tht'sanrc gLr[,-
arl colllfmtiti()n Js nr.rnu f.lcl rr ring cotttp.ttt ics .tntl
h.rvr'hatl .l re.l(lv supfilv oi rt'l.rtivclv che.rP l.rt.ror.

This rlirp,1ri11 in Protlttctivitv is [r.trtietrlarlv scri-
rrur [r(.('.ltl.(. lll(. .(,r\ i((' \(.(ti'r .l('((rrlnl\ lrrr ;;",, ,tl
otrtPrrt. I\rlicies th.rt r.lnge frorrr cncotrr.rging I.tigh
cr t'tltrr'.rtiolr.rl st.rnrlarr.ls t() supp()rtirrg .r te\\'
intlrrstrt' rcscarel'r a()ns()rti.r, ht'11, to .rchit'r'c gairts
in protluctivitr. I'rotluctiritr' gr()\\'tlt i\ thc sirrglc
nr()sI i nr p()rt.rnt f .ctor .r f li'cl inl] Anrt'ric.rn t1u.rl i tY

of liie .

Risf,-s .,1ssociafu,d tt,ith tht I.ttclli:td i\'tturt' of
Rr,cl fs-taft,- Ilt'.rl t'st.rte is a loc.rl busincss Lrt'c.tust'
of tlrc inrnror,.rt ilitv oi lrntl .rntl builclirrgs.
Irr vt'slors t.rLt' tlrt, risk th.rl intcnl.rti(n'r.rl, n.rtion.r l,

rcgional, st.'ttt' antl loc.rl ctrntlition,r rlill ch.tngt'.
Trvo o[ tht,risks rt'l.rter,l to thc loc.rlizctl r'].lturc ()l
rcill r'st.rte .rrt krc.rl .rre.r risks .rrrtl site-spt'cifit'
risks.

[:corrorlic fcasibiIitr' stucli('\ (()nrluctetl lor pott'n-
tial tlcvclopmt'trt Pr()iccts i()cus ()n risks inhcrent itt
sp('citic sitcs. Arc.r-u irlc ecoltontic atr.rlt'scs
.rtlclrr'rr ltol risks rclatc t() int('rn.rli()n.rl, n.rtion.tl,
rcgiorr.r I .rntl nrt,l rol-rol i t,rn-a rc.r tlelt'loPnrcn ts.

Tht't, rt'tluirt'a thrrrough untle rst.rntling o[ [l.tc p.rro-

icct's lnctr()p()lit.rn.rrea, [,t'causr it is largc cnough
to Provirlc in ()\ (.rvir\\' o[ altt'rn.ttivt, rn.rrkrt lot a

ti( )n s.

Arr urrtlcrst.rntling of riskl inlrcrcnt in the local
.rrr'.1 rr'(luircs knorvlctlgr' .rb()ut its econl)Dric [r.ls('.
Sonrt' rt'.tl est.rt(' .rn.rlvsts lor rk .rt poprtr l,r tion, n'hilt'
otlrt'rs Itxrk.lt ill(onlc ()r ine()ntt' per c.rpit.r, others
focus orr rct.ril s.rles, .rn,.l still otl.rcrs ust'all of thcst'
r'.rrir[rlcs. Thev tltt,rr n]cisurc rlcm.rtttl [or r'.rriotts
tr'1,t'' rrf goocls ,rrrei .cn icts .nd pr('p.)r(' scnsitivi-
tt' analyscs t() (lrterminc thc tlc'rivt'cl r(\tl est.tte
cle nra trtl.

Dunotrtphic llisks I ht' grorlth oi thc Ulritctl
Statcs' 1.ropul.rtion to 350 nrillirrrr p(\)Pl(' \\'ithin .l

gen('r.r ti(m rYi I I lr.rVc Proi()ur't(l ccottotttic .rntl rea I

cst.rt(' inrplic.rlil)ns. Tltis inr-rttsc ol 7-1.7 millirrt
pc()plc bct\\'ecn 2()()(l .rrtl 2()ll rcpr('\('rtt\.ll1 .llrlttt-
.rl ratt'of gro\\'th ()f 0.ti",,, .r slight clt'elittt' iront tht'

[rr('\,i()r.ls 30 t't'.rrs, rvhich avcragctl 0.t]5'1,, gr()$ th.

I'rojectiorrs of inerc.'tscs irr tlrt' Unitccl St.rtcs' po1.r1t

l.rtiorr .rrc .r tuneti()rl oI rt,rttrr.rl g.rins lrirths ovt'r
cltuths antl inrnrigr,rtiotr. Ilrc polrulation [r.rsc is
nrrrl so l.trgc th.lt cvcn.r snr.rll pr'rc1'111.1gc incrt'.tsc
vit'lcls.r vcrv largc nunt[.rcr. I)r.rring tlrt' l9{0 kr l97l)
pt'riotl, thc 1'rop11l.1fiq11 incrc.rsetl at tlre highcr
.lVer.lge .rlltrtt.rl conlP()tllld rate ol 1.2",,. Yt't,
bt'causc thr [r.r.t' rr'.ts \() r]'tuah snt.rllcr, it resttltr'cl
irr a gain ol onlr' 7l.l nrillion ptoplr'. IIr ccrtaitr

P(.1jqrdii, ollc of lhcsc trlo i.rctors tlonrinates. Altt'r
\\'orlrl W.rr ll, thc incrt'asc in lorrg r'lel.rvcr.l birlhs
g.rvt'risc to tht'Babv Iirrnrcrs. [rr' [.rr thc sirtglt'
rn()st inrport.rnl f.rckrr in tlrt, p()pulnti()r'r gr()\\'tlr.

'l'ht' Unite'tl Statt's rvill rcnrrin an nttr.rctivc dr'sti-
n.rli()r'r for inlnlillr.rnts fr,rnt .trotrntl tlrc rvrrrltl.
I'.corronric opportunitics, prrlitic.rl frt'ctlom. attr.l .r

tr.r(liti()r1 of nce('ptnnce antl intcgratiotr of fort'igtt-
ers u'ill continut'to be p,orverful rlrarvs. Immigr.rrt
lrroicssion.rl Jn(l tccltni(.ll rvorkcrs rvill it'el strotrB
inccnli\es t() c()nrc t() tht' Unitecl Statt's, likc rcl.r-
tiit'lv high salarics .tntl ol.rl.rorttt rr it ics to fttrthr'r
rlt'r,t'lop thcir skills in.rlt t'rrvironnrcnt trce of 1'rolit-
ieal antl othcr rcstr.rints.

'I Irt.rt. rlill [.rc siFnificarrt ()p[r()rtuniti('s [or cloctor,i,
nrrrs('s, c()nrputcr softu,.rrt' tcchnicians. clcctronic
t'rrgirrccrs, anrl seicntists ll ith cxpcriencc in Bcn('t-
ics. I'hesu ()pP()rtuniti('s uill call rt'orkr'rs .utcl
cntrcprcncurs from Chirt.t, tlrc I'hilippincs, Rtrssia,
Sorrth Korc.r, Incli.r, I)akist.rn, .rncl otht'r parts oI the
rvrrltl. On balancc, inrmigratior-t l-rrotlttccs ccrtnonr-
ie l,trrr:fits for tht,rccciving countr\. ImmigIar]t\
irt, n'r()rc ccononricallt' aetivc tlr.rn tht' n.rtivc PoP-
trlation.'l'hcv also tt'nr'l to bt'p.rirl lt'ss th.tn natives
rvith sinril.rr skills.

Ilisks lrorr l)ifftut \itlurs rrtrd l-ili'str7['s - Ihc
p(.r\tsive trenr.l in tht' pnst 500 \'c.rrs lr.rs bcct't to
sclrnr.rtc chrrrcl] .ln(l st.rt('. In sontc l.rarts of the
rr rltl. P1r11q'r1111 nr(r\( r1rr'nt\ .rrr' r't\i\lit'tl- r)tl .l

r(,trrn'r t() Cor.l-ct'rttcrccl g()\ ernnlcltl\.
lrrrntl.rmental rcligiotrs I)l ( )\'r'nrcn t:i h.rvc tntt'rt'tl
tht.political art'na. Thcv arc challengir.tg the prinei-
plr' tlr.rt g()\ r'n]rrrcnt .rnr.l other civie institttti()tts
rlrotrlrl [.rc prr'(l()rni11.1r]tl\ rt,cul.rr .rncl rcligion
shoultl be c()r'tlir'r('(l to tht'Prir'.rtc livt'. of intlivititr-
.rls.rnrl grrttt1-rs.

'I lrt'st' nrovcrrrt'nt\ .rrc r(',lcting .rgrinst the scctrlar
n.rIurc of nrotlt'rrr fru[.]ic culture .rrttl tr,](liti()r'r.rI
r,.rltres, although it is trur' th.rt ilt nrarrv cottntrit's.r
clo't'link be t \\'cL,n rt,ligion .rrrtl govcrnmr'nt
.rutlrrrritics r'rists. Egalitarian idc()l()gics ttrl(l l()
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d()\\'npl.r\' Irri\irt(' suec('\\, u hilc jtrstifvirrg prrblic

l.rrivilt'ge antl tht' pen'.rsivrncss ()i lhc st.rtc. Ihis
clistorts the r(.\\'.rrd p.ltlent .rntl nt.rles it t,.rsit'r to
gt't rieh l'rv p()litics tlr.rn bl inrlrrstn; [rt'connection
r.ltl)('r lll,ll'r [.r ['r'rli,rr)l.rrr, t,. ( )nr, (1 rn\{'(ltr(.r']((. r\ l
nt.lke (lc.rlinlls bct\\'er'r'r st.rt('s an,.l Broul's nrorc
rrrl.rtilc. ['olitir',rl vi()lcne(', rvhctlter t'nclcmie to tht
s\'\lcnr ()r oc(rrrring nr.rirrlr' .-rt lhc r. h.tnge ol .r

r(.girn(', Ir.rs [rt.t'11 r]re.rstr rt'r.l x orltl rvitlc throrrglt
.ln.rlvrinB strikt's, riots, antl tt'rrorist incitlcnts. lltc
inrplic.rtion\ of thc rcsrrrgt.r'rcc oi nalion.rl, r,tltnic,
.rntl rt'ligiotrr p,r\\i(n't\ .trt, pr()h)ut)rl.

'I'hc itle.r that rliverse lnd r,\'cn historicallr,,hostile
f(r'l,ll ri)rtl(l t.rJilr I'r' , r r r i r r r i I . r t r , , I un(l(.r l.rl-r.r
poIitir'.rl trrlbrr,ll.rs in tht' rr.rrnt' oI nroclc'rniz.rtirrn
.u(l pr()gres sr'('r'ns t() lravt, failt'r.1. Sintil.trlt; thc
c()lrecpt ()f th('"trrelting P()t" h.ls h('(])n1c (liscretlit-
er.l. Ihc l.rtcst itlt'.r, tlrat ()[.r "s.ll.t(l lrorll" rcqtririrrg
n "t()\\i11tl up" r.rthcr tlr.ln .l "nr('llinll" ol [r.rek-
grottntls, renl,rin5 t() Irt, trstetl. Ilrt.rt' is turntoil in
tlre iornrcr Sor it.t Union .ur(l [r.trls ot ( hin.r. I'ltt'st'
pr()bl('nls thr(\ltr'lt t() [.]\r alrart lhr' l.tst rcnrn.rnts
rtl .tn intpt,rial ogt, tlr.rl bt,g.m nrrrrc th.rrr 50() r't,.trs
nFr'. \lr('t('lrinll lrr)n) llr( (,uli t lirrl.rntl t., tlrt'
nl()unt.tir-ls 0f 'l ibt,t .rntl [rt't'oncl, thc she,t'r sc.rlt' rrf
tht' pott.nti.rl inst.rtrilitv rs t.rring thr' rr rrrltl's t.rp.rc
it\ l() r('sp()11d. litlrnic urrrt'st is spilling into neigh-
trori n g coLrrr trit's, olcl l.rortlt'r rlisPtr tt's .trc rc-i1irr i t-
ing, ontl civil \\'.lrs .rre ('rrrpting rlitltin trvrr oI thc
tvrrrltl's largcst nLrcle.rr p()\\ ('rs.

(it'rrt'r.r l lt', A rrrt'ric.rn iltvt'stors (tre nt()st intt'rt.stt'ci
il'r tlrr'(lur.lli()n ()l g()\'t:n r nl(.n t5, rlrtlt'rly tr.rnsitions
l.r'lrrrtrt rUtitr,,.. .Ut.l tlt,,'l,ll.rlrl\ r,t (r rrrrl]rir
p1rli111r p1'rt.1111j1lt t,, rlt,tll(r\ \.(11 ,l\ Irt,,l\.tl\
ri gh ts,rnrl f ort'iBrr invcst nrt'nt r(,grr l,rt i()r'ts .tn(l t.l\-
ation. .,\t tht' s.rnrc tilnt' as ur.rrrr' \l.rtr.s .trr(l \()(i
t'lit,r .rrt ir.tgrrt, Dlrrtg (,\r'r r(,liSi,,rr. ('ll'rrrrl\ .rr(l
n.rtion.rl cttlttrrt', tht,ir pq,1r1-rle notrrish hoPt's of
.rclli('\'ing ecortontic pl()grcss [rt, allving tltt'nr-
st'lr t's tlith onc ol thc rrt'u tr.rclc trloels nrrrr t.tlilrg
-h.rl, . lh.' ,.lr.rllt'ng,' lrrr hrrsirrt.r i\ tr' ( r(\r1,, I,l)l-
it.rbl(' ( )pporiu nil it,s in .r l orlrl th.rl is sinttrlt.utcotrs
glob,rlizirrg .rnrl lrrc.rlizing.

Btrrr'.rlrer.rtic bclr.r\ i()r has not [rt,t,rr :iu[rj(\-l t()
extt'rrsir, c tlrr.rnlilatiVe arralYsis, lrtrt [rrrre.tuct.rts tlo
interpret tht'ir roles in govr'rrrmctrI r t,rv tliffert'ntlv
lrlrlr r.rtt(rn lr' n.tti.,r'r Iltr, irttt,rrr,rlion.rl rr,.tl r'.t.rlt.
ilt\ ('\lnl('nt Pr(r(r'\s rc(luir('\ ('rtt,r'tsir, r. eont.rct rvitlr
trrr re.r rrcr.rtir' r.l i tr.'s, .-rntl, of c()rr rsr', ll()\.cnln('n ls
(ll(' [rrinrc ulicrs ()f s]rar'r' iet tltt' rnost colllrl()l't
int('n'rJt ion.rl invcstnrcnt of all: offict' [rrrilrlitrgs. In

ctrt.rin I:ur()pc.r] rr,rtions, for ilrst.lncc, [rrrrt,.rucr.tts
vit'n, Il'rt,rnsclycs .rs rlt't.rclrr'tl t('cltnici.lts .tnd n()t
.ts.rtlttrc.ttt,s for tht'l.rositions thev hokl. \i't, tlrcsc
gr()u[r\ (t]n lrc crtrcnrclr' [r()r\r'rftrl .tnrl e.rn m.rke
inrp()rt,rrrl clccisions .rlrout isstrt's conct,rning urb.rn

Pl.rnninll, c()nst ru (1i( )r'1, g()\'(,nrrr(,nt loc.rtion, trlrri
('\'cn cul l ('t'la\"

Ili.sks /iorr Chrln.grs itt Itrcotttt Grozoth and
l?istrihrrtirrr - N.t tionu'itlc, frorl tl.te latt'1970s trr
thc I.1t(' l()(){)s, tlte avcr.tgc rt,.tl inconrr rrl the krtr'-
('st-in c( )r'r)(' t.rr:rilit,s li,ll [,r' nrrrrc tl].ln (r",, in r(,,t1

l('rrns. \1'hilc tht' .rvt'r.rge r('.rl inc()nt(, oI ntit]cllt'-
inconrt' [anrilies gircrr,' br'.rlrout 5",,. Bv c()ntrnst, the
.r vcr.rg(' r(..r 1 incon'tc of thc highest-inconrt't.rntilit's
irrcre,rsr'rl [-rv nrorc than J()",,.

lrr tlrc l.rtc 199()s, the .r\'('r.rgr' .rr'rnuil incomc of
lanrilit.' in tlrc top 1l)",, of thc inconte tlistribtrtion
\\.s Sli7,5(l() tor tht' Urritcrl Statr.,s.rs.r rvholc.'fhis
is r.I1()r'(' lhnn l0 tinres th.rt ot tlrr' prxrrt'st 20'li, oi
[.rnrilit's, n hich hacl an .tt'cr.rgc irrcontc ot $13,00().
In Ncrr' \irrl St.rtt., tht'hight'st carning i",, oi t.rnr-
ilir:s gainr.'rl ne.rrl\' 5108,()()() pcr fanrilv orcr thc
p.rst tw() (l('c.rdos, rvlrilt'the low'est-e.trn ing 20'il, of
fa nrilit,s lrrst 52.901).

Nlost ,,\tnr'ric.urs lt't'l .rs if llrt' Ntl' Ilcononrr"s

trx)(1..r'rrl [rl(r'lt\ tr.rin i{ }r.r\\irrt t]rt.nr [.r. l{t..rl
\\'.rgrs .lr(. L,.rrclr butigirrc .trrrl onlr' 21",, oi
..\ ntt'rir'.rns h.rvc stock nr.rrkt.t .rsscts ()u l si(lc rcti rc-
r)rcnt irur(l\. Crrrnth irt rr.tl Ittrurlt' c()ntp(,I'ts.1ti()n
h.rs rlroppt'cl fronr a -1.3"1 .rnnu(rl rate in thc tl.rirtl
(Itr.1rl(,r ()f lt)9li to ] J",, irr l()()(). Annrr.rl r,tises in
l()99 \\\r\ t'stinratctl at -1.2",,, ,.lotln br' ().2",, tnrnr
199(1. lht, nr()st strikir)ll clcvclopntenl in thc Nerl
liconrrnrr' for nr.rnv h.rs bet rr thc t'ntl of the J(lhour
rvet'k. ,\rrtt'ric.rns rtou'IoF nrorc horrrs orr the jolr
tlr.rn rrrrrlt.rs in olltt'r indrrstri.rlizcrl traliorrr.

Ihc shorr'ol Pcoplc tr,orking rrr()r('th.tn -19 ltours a

\\'cck r()\(,\ignifi(,lntlv in tht, late 19ti()s.rrrtl earlv
l(rr)ll\ .r, r,,\\ Jll ,\rrul.tti,,lt\ .rtt,,rtlirrI to tlrl
Iltrrt'.rrr ol l..rb()r Sl.rtistics. l.t'.rtling tlrt' lrencl .rrtr.l

p()sting thc lolrgt,sl hours rvr.'rt, thc highest-praid
\\'()rkcrs, rrrdn.rgrrs .urcl [rr()f('\5i()n.tls, r!ith as
nl.ln\' (t\ 29.5",, lrrgging m.rr.rtlt()r't tvork l ceks ilr
thc l.rte I9t{0s anrl earlt, It)90s, cont}r.rrt'tl rr,itlr
Jb()ul 2J",, in tho r'.rrlr' l9ll0s

Inconrt' rl i s t r i [-r tr t i ( ) r ] i\ .1n()th('r sotrrce ol frustr,r-
tion. trVhi[' cx(.culivr's .rt Anrazon.cont in Sc.rttlt'
!\'.ltclr('(l Ih('ir p.r p('r-\\'c.r Ith n)Lrshr(x)nt, ()pti()n-
Irss ctrstonrcr rcr\ icl rrprcs('r)t.rtivcs crrrlPlaincrl
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of toiling (-r\\,.rv t()r Sl0 an lrour in cvber-srvt,at-
sh()[rs.'Ihe Ccntcr for l]trclget anrl I'olicv I'rioritit's
antl tlrc Economic Policv Irrstitutc reccntly listt'rl
nin('st.rtcs letl lry Nt,rr' \'ork in rvlrich tlrt' rich-
est 20",, of housclrokls ll()\\, c.irn .rt Ic.rst Il tinrcs
thc irrcomc of the ptxrrest 20'li.'l'his points to a

nruah sllarPrr incomc rli\parit\' lrctrlt'en tlrt'to]r
.rncl tlrc bottonr th.rn cristt'tl trvo rlec.rtlcs.rgo.

l-iqriditrl Risks I-iquiclitv risk rcflccts thc
.lnrount ()f tinrc rer.lrrircrl to litltritl,rtc .in ir'rvcst-
mcnt. Ilcal cstnt(' Ir.rs a rt'latir elv high tlcgrcc ot liq-
rriclitv risk. l-r,err nornr.rllv lirlrriti nr.rrkets can
bcconrc illitltritl rvher.r tht'r' expcri('ncc extr.rorrli-
n(rrv cvcnts, strch.rs tht'[.rrt,ak-tr;, ol tlrc Erch.rngc
R.rtc \'lcch.rnisnr in Scptenrher 1992, thc ('quitv
m.rrkct craslr o[ Octobcr l9t]7 or tlrt'l.ronrl nrarkct
cr.rslr of 199.1.

Tlrc rcl.rtivclv large sizt,oi a rc.ll c\tnt('invcstrrrcnt,
tl.tt' lack of honrogent'itr' .rnrong [rr()pcrtics, thL'

l.rrgt, number oi forccs tlrat .r[[ect the incomr
strc.r'n, thc varit'tv of ()\\'ncrship altcrn.rtivc., antl
thc t.r\ issucs rt'lateci kr orvncrslrip, as rvcll .rs [riglr
tr.rns.rcti()n costs,.rll .rct t() kecp liquirlitv at lrrv
lcvel. I lorr,t'r't'r, tho crcnti()n of sccoIrrl.rrt'nr.rrkt'ts
ior rc.rl cst.rtt tlctrt anrl etluitv has inrprove(l li(l-
uidit\'. Othcr factors 1.r11rf i{i1g gr('.rt('r liquiditv
ir.rclutle the bro.rc'lor sscu ritiz.rtioll .rnd instituti()r'l-
.rliz.rt ion of tlrc rc.rl est.rt(' r'n.rrkcts.

InlTttiotr Ris[-s Infl.rtiorr risk rlenranrls .r higher
rilte ()f rctrrrn th.rn lr.t investnl(nt that is littlt'
af fcctccl bv pric(' incrcns('s. I I iskrrical lv re.rl esl.rtc
h.rs h.rcl a rcl.rtivclv snrall intl.rtion risk, [.rt'causc

tl.re r'.rlue of tht' l.rnc1 .rntl trtrilclir.rgs incrcases rvith
r('pr()ductio!.1 c()sts. I I()\'t,('vcr, un('xp('ctcd infl.rti(tn
c.rrr reducc .rr invcstor's rate oi retunr, ii thc
inconrc fronr the inyr':itnrcnt tlrrcs nrtt incrt'.tsc.rs
r.rpidly.ls thc.rssociaterl costs, inclutling thc cost
of (leht.

-An incrcasing numbcr oi econonrisls beliclc that
elinr in.rting inf lation is n()t .r pri()ri t\i lrcc.rusr.' the
cosls of livir.tg rr'ith inflation.rrc not high rel.rtive to
the costs of reclucing it. Ihr'r'belicvc tlr.rt. t().1 c()r1-

sitlcrablc c\trnt, int-l.lti()n is "neutral." Thc t.rck)rs
that htrrt thc ectxromV arc not higlrt'r priccs trut tlrc
.rcceleration in pricg5.111.1 irrcrclses in tl.teir volatil-
itr'. I hcse tcnd t() (list()rt r.lccisions anti rc'cluct' t'ffi-
t'ictrt'r'.

In countries rllrere infl.rtion is high and tiontestic
inflation hedging is diificult 1r1 llnl.rossiblc,

ir'rvcst()rs nr.rv hcrlgc bv shiiting tht,ir sarings ttr
forcigr.r currt'ncics clct'mccl less likclv to tit'prcciatc.
'I'lrcv nrar' .rlso nr.rke the slrift u hcr.r thcv or thcir
g()\'ernnl('r]ts e\Pect th.rt .r rlt'r'.r ltt.ttirrt (ri .n ()\'('r-
valuctl currcncv rvill holcl tlorvrt tlonrt,stic intercst
rates .rrtiIiciallr'. ln .n .rttcn]pt l() c()ntr()l irrflatiott,
I -.rtir.t Ar.ncric.rn g()\'('rnnrcnts inrPoscrl pricc .rr(l
intcrcst r.rtc contrrrls. fhesc crrntrols lt'ri to furtht'r
cn[rit.rl flight .1nd price rigidit\'. Dist()rt('ti prices
g.rvc th('n'rong sigrr.rls to rr'sir'lt'nts, scrrr.ling cor.t-
sumpti(nr so.rring .rntl prodLrcti()n prltrnrnrt'ting.

Mnngcttrt,rrt Risks - Most real cst..ttc inve stmcnts
rerluirc nr.rnagenr('nt t(t kecp tlrt'sp1cc le.rsccl .rrtl
m.rintnin(.d, in orr'ler to }rrrscrvc thc r'.rlrrc of tl.te

i11\'cstnrr.nt. r\nothcr kcv isrtrt' irt ntan.rgt'nrtnt risk
is "mor.rl h.rzarcl." Somc m.rn.rgt'rs.rrc tcnrptcd t()

pl.rce th('ir ()\\'n itrtt'rests.rlrcar.l ttt those trf the crrnt-
p.1r'l\' or tl'rc inVcst()r.

A lterrr.r t ivelri loc.rl rn.rn.rgenrt'nt nr.l\' .lssunre
morc risks tlran tlrt'comlr.tltv ar.trl/or tlrc invcstors
.rrc prepa1('11 kr t.rkt'.,,\ p.rorr't'ritrl con ict can occur
iI thc local m.]n.rgr'mcnt h.rs tlifiercnt risk.tvcr
sions.rrtl opp.rorturrilv costs thnn the hotrrc compr-
nt, and invcstors. l ht'rc is .rn increasing rlcmi-tr-ttl

[rlr bettt'r intr.1-c()Dr[r.lnv eontntunic.rtion .rrrtl
.rssur(1ncr5 tlrat tht' hrlmc a()nrp(lnv nr.rr.r8cmcnt
directior.rs .rrL. carried out. At the very le.rst, tlre
Iocal nran.rgcmertt neecls to [-rt'arl'att'oi lhc neecl ttt
retain.rll ()r p.rrt ()f thc original invcstnrcnt, kccp

[r.]cc \\'ith inflatiorr, .rnrl .rrrritl .rn\'.rcti()ns th.1t.rrc
in conflict rvith local l.rws;rrrri r('gul.rti()ns.

Intcrt'st lhtt Risks - Real (,state tenrls to bc highll
lcvcragt'cl ancl thus tlrc r.rte o[ rcturn earned bv
crluitv irrvt'skrrs can be afli'cted bv clranges irr
intcrcst r.rtcs. Furtht'rntore, r'it'lti ratcs rcqr.lircd lrv
investors frrr rc.rl t,st.rtc tcnd to nr()\'e \\'ith tlre ovcr-
.rll lcvcl of intcrcst r.rtcs in the econonrr'. Ihe usc of
lcveragt. in real est.rtc tr.rns.rcti()ns nr.lllnifics tlr('
risk. 'llrr' irrvestor cssentiallv nr.rkcs.r bet ()n futur('
lanrl al.rplgci.rllrrrr .rntl rlcvclt)pnrcnt profits.
lVlrethcr thc usc of iin.rnci.rl lcvcragc ('nh.rrlcos ()r

c'liminisht.s ln invesl()r's rctLrrn ()n ctltritv is dcter-
minctl lrv the int(.rFl.ly of thc.rsset's trnlcvcr.rgt'tl
return .rrrrl thc citcctivc cost oI tlcbt capit.rl.

Chan6ing intlatiorr or tlcfl,rtiorr sccn.rrios .rltcr tlt('
lcvel of rt'.rl infl.rtion-.rcljrrstcrl intcrest r.rtes. As tlr('
irr .rtiorr r.rtc riscs, thc re.rl eost of intlcbtcclness
rlrops, rvlrilc.rs r.lt,flation increast's, tht' rc.rl cost of
intlcbtctlncss incrt'.tsrs. flr('sc cvcnts in tunr
cnh.rr-tcc the r'.rltrc oi thc pr()pcrtics .urtl tlccre,rst'
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tl.rc vi('lcl to thc lcvcr.rged cquitv positi()r'r.
Horvever, it is inrp()rt.rnt to rcc()gniz(' th.rt the c()st

of nriscalculating levcr.rgt', or contr.rcting.r iirctl
r.ltr, ( ri intercst in .r rcrltrcetl-in fl.rti()n r'nvi ronmcnt,
is grt'.rlt'r tl.t.tn llrt' l.rcnef it oI crtrre.ctlt' rrsing lcr,'t'r-
.rge, ()r c()ntr.lcting a fixctl r.rte ()f intcrest in .l

Ireightt'ncrl-inflation cnvironnrrnt.

Risks /rorrr Insu.fticient Ctpital Acrunulotion -
The national s.rr,'ings ratt'is the sunr oi rrrt domt's
tic invcstmcnt (in the c.rpital stock) .rntl nct forcign
inVcslnrcnt (incrtuscs in th| nct cl.rinrs of tht'
n.rti()n ()n fort'igncrs). Sincr tlre carlv I980s, the
Unitc(l StJtes has skrpl.rcrl irrlt'sting a[Troacl ancl
h.rs st.rrtctl sclIing htrgt'qtrantities ()f its ()\1'n.lss(.ts

to frrreigrtcrs.

Currurctl Ris[-s ,\ ch.rngt, in thc r'.rluc ol thr'
clonrcslic currclray rt,l.rtive to curr('nci('s ()[ c()un-
trics rYhcre.r conrp.rnv h.rs rc.rl estatt.investmenls
in\1rlvt's trans.tction, translation, .tlttl cconontie
risks. I hc cqrrilibriun.r ercharrgc r.rtc bct\\'ccn t\\'()
crlrrcncics is thurrt'tic.rllv c(lu.1l to tht ratio of the
pricc lcvels betlvt'(,n thc t\r() c()untrics. I'hc lcvcl oI
tlrc t,rcharrge r.1t(' rrflects thc gl.neral pric('lcvols in
thc honre n.rtion .rntl in thc forcign n.rtiorr.
Acr'rtrrlrlt t tl'r( l.rr\ ,'a (rn( prir-(,, .r llr\'('n (r)I|r-
moclitv shorrlrl have tlrc s.rrlc prict. (s() that tlr('
purchnsing g,oNer o[ tlle two currencies is .1t pdri-
t\') irr b()th c()untrics.

I'urclr.rsirrg polvcr p.rritv thurry can [r,.'r,crv rnis
le.rding in p.rrl bcc.rusc it sug$ests th.rt th(,
crclr.rtrgt' ratc i\ c()nlPIctt'lv intlt'pcncle'nt oi
ch.rnges in thc cal.rita) account. Anotlrt'r problenl is

th.rt it docs 11()t t.rkc into crrnsideration the exis-
tcnc('()l manl' non-tr.rrlcrl gtxrrls anrl scrviccs, suclr
.rs ccnrcnt .1nd brirk, .rs l'cll .rs servict's rcntlcrcrl
bt' nrt'clranics, hair stylists, familr',.loctors, .rnr.l

manV othcrs.

tht' priccs of non-trarlcrl gtxrrls .rntl st,rviccs. 
-l 

lrcrc
.rrt. ,rlso problcms with tlrc relativt' purch.rsirrg
po\\'cr paritY thcorr', trt'catrse of significant struc-
ttrral ch.rngcs in the ecorromt'of r'.rritttts countries.
lratlc rlciicits h.rvc a cost: .r grarlu.rl nr()rtgaginll ()f
ftrltrrc U.S. irtcomo to foreigncrs. M()rcovcr, ir]tcr-
nation.rl tr.rtlt' tlrcorv inr'lic.rtes tlr.rt c()nsi:itcntlv
l.rrgr tr.rtle ricficits. uhicl.t .rrc rrot offsct bv
incrr'.rse,.l tlontcstic s.tviltgs ()r f()rcigr'r invcstnlcnts,
Itirtl to clou'nrr'.rrtl prcsstrrcs on d()nrestic currencv
anrl a l..tck of eonfidenct'in thc econonrt'.

r\s thr Urritetl St.rtcs lrcconrcs a m.rssivc net tlclrtor,
it rvill bc cxposctl to serious financi.rl cvclcs.rllovt'r
thc u,orlcl. Thc other ncgntivc inrpnct of the traclc
tleficit is Ir()litic.rl. Tlrc tr.rrlc rleficit antl thc grou-
ing forcign stakc in thc Urritccl St.rtcs tcnd k) fecd
crtrtlc fornts oi cconrtnric nation.rlisnt at honrc,
incre.rsing tlrt'risks of .r tr.rde utt r.

I-nuironnrntol Risks- Ihc \'.tluc ()i rcal ostntc i\
ottcr.r ..rffectctl bv charrges in tl'rc cnvir()nnrcnt,
rr( )r'r'l(' potenti.ll Iv haz.rrrlous. An ;rn.rlvsis anrl fore-
c.rst of ccononric .tnrl lrtrsincss cvclcs, .ls \r'cll .rs

m(m(,t.rr\', irrfl ation, .ur(l intercst r.rtc concl iti()ns,
c.rn often.rssist.rn inYesklr in nritig.rting thesc
risks. [n thc Unitt'd St.rtcs, tlre N.rtion.rl
['.nvironnrcn t.r l Ib]iC\' Act of 19(r9 is thc major
"unrt.,rell.r" larv rerluiring lrcrleral .rgcncies to carc-
ftrllt' .rssess tht'p1r1gn1;.,; inrpacts of proposetl re..tl
(.st.rtr: .rnd infr.rstructure p.rrojccts.

lrr both thc Unitctl St.rtcs ancl abro.rrl, thc, l.rrrtcess
requires the .ln.rlYsis ancl use of .r svstcm.rtic inle r-
disciplinarr' ,rpprolrch t() clctcrminc tlrc cnvirttn-
nrenL)l imp.rct oI cvcrv pr()p()serl projcct. In1g.r.11'15

c.rrr [,r phvsic.rl, r'isu.tl, aur.litorr', s()ci.rl, .rnd/or cc()-
nornic. Thev includc tlirect .rntl intlircct effi'cts, .rs
well .rs re.rson.rblv forcst't'able cunrul.rtivc cf fccts.
'l hr first stc1.r in tl.rc pr()ccss is to cletcrnrine
rlhcthcr tlre pr()icct \\'ill h.rvr'"No Uffect," "No
i\tlvt,rse E[ft,ct," or .rrr "Aclvcrse Efti'ct" on thc
('nv ir(nrmcnt.

THE MEASUREMENT OF RISK
Nle.rstrring risk i..rctors is a tr.rclcoif bctxeen builrl-
inll .r matri\ th.rt can cnptrrrc all tlrc risks inhert'nt
in a portfolio antl actluiring clalr that is m.rn.rgc-
.ltrk, .rnd tluick to use. Irr gcncrrl, the num[rcr of
risk f.rctors irr t,.tclr risk cl.rss, .rnrl tlrc lcvel of tictail
irrvolvt,ci ir.r clr'fining cach risk f.rctor, shoukl bo
gr(irtr'st \\'hcrc tlrc firrl lr.rs.r largc.rncl/or complcx
p()siti()n. This is bt'cattst'thc firm ncctls to knox'.rsIntt'rrrational tracle tcncls to t'qtr.rlizc thc priccs of

trarlcrl goocls .trtr'l scn'iccs .r m(n1g n.rti()ns, br.lt n()t
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Recentlr', the Unitcrl St.rtes has been saving.1",, lo
5"r, oi its inconrt', rvhile otht'r inclustrial countri('s
h.rvc [,ecn s.rving .rn .l cr.rgc oi 1()",,. Ihc r.rtio ol
clonrt'stic ancl frrrt'ign savilt6s to CDI'has clcclirrt'tl
fronr .rrountl 16",, .rt thc lreginning ot the 198()s to
less tlran 1()'1,. 'l'ht, nt.rirt cttnse.rltrcnc(' of this
rlcclirrc, [rrought .rbout lrv thc Ft'r'lr'ral burlgct
cleficit antl incrc.rsccl hou.t'holcl 'pt'ntiing, hos
bcen a grorvirrg clr,pcnclclrct'()n f()rcign c.rpit.rl to
fin.rnce Amcrican investnrcnt.



prcei\r'l\' .rs P()5si[rlc th(' r]1.lrkct risk\ cnt.rn.lting
fronr tl'tose [r()siti(nrs.

Artolht,r cor.tsir.le r-.r tion is tlrt. rlt'ptl) .ln(l li(luidit\'()i
tlrt' nt.trkcts un(lt,rpinninll e.rch ri\l [.rctor. Iirrr
cxanrplc, lirlttitl nt.rrkcts rvith clifft'rcrrt tt,frt's rrl
securiti('s o[ \'nr\ in$ m.rlrrritics will pro\'irlc nrort'
cotnl,rr'hensir c inhtrm.rtiorr rrrr risk i.re lor [rt'h.rvior
thart lcss litltritl, rrrore thinlv tr.rrlctl rnarkcts. Iior
inter('st r.rtcs, tltt.rt. [.rc rtill bt' a risk fat tor for t'r'r'rv
\'trrt'r'r't(\ iIt rr ltirlt lltr' iirttt lt.t*.tn inl('r'r,rl-r,rlt, rr'n-
sitir r.' Pr rsitirn. Iht'sr [.rctors nrust b('(.]lcul.rtr(l i(]r'
\'.1ri()us P()int\ on the gorcrnnrcttt lrontl viclrl
cur\('(t() c.rptur('(rrrvc risk) .rs u'cll Js rjsk f.rctors
frrr rron-governnrelrt instnrnr('nts trrrlr .ts srvap
r.rt('\ ( l() a.rptur(' sPrc.rtl risls).

fror signi[ic.rnl intercst r.rl(' p()siti()ns, tlre L].rrrk for
I r r I r . r r r . r I i 

' ' 
r r , r I S(.1ll(.rrrent\ (lll5) irrrirtr r)n .l |lt ilt i-

rnut'n of six nr.rluritv t-.rntls, c.rch r(,Pr('s('lltinll .r

sepJr.rtc risk taetor. Etluitit's, currcl]cir\, .rntl conr
ntoclities .rrt' l('\s c()nrplit-.rtcd .rntl thus onlv
rc(luirc risk f.rctors firr evcry nt.lrkcl in uhiclt tht.
firnr h.rs.r P()sitir)n. fhc restrlting risk i,rr'lor nralrir.
is t'rlt'rrsirc anrl inrpossi[,lc t() usc \\'itl]()ut tlre.li(l
()f c( )r)r pu tcrs.

RISK MANACEMENT
THROUCH DERIVATIVES
[iisk nr.tn.rgcnrt't] I is.rt tl)(' iort,irorrt oi invcstors'
rnintls.'l'lre (,vi(lencc is clear tlr.rt tlcriv.rtir,,cs ftrIiill
l iund.rnenl.rl (,(()n()r-I'ri( lr.rrtctior-t- Iheir trst' ir
[1,ing .rpplicd l(r .rn incrr'.1\inl]lt [.ro.rrl r.rngc oi
.tssct r'l,tsses. Lrthangc risk nl.rn.rgcnr(.nt in\1)l\r.\
botlr lhc firrarrr'ing decision.rnd lhe invcstnrr'nt
rlceision. I:in.rncirl c\ccuti\'('s in mtr llinal iorr.rl eor-
p()r.rli()r'ts f,ret' trr.rnv f.lct()rs tlr.rt h.rr t. rro tlonrcstic
c()tllr tcrlr.trt\. I hcsc f.tctors inclutlt t,rch.rngt antl
inflatiorr risks, intcrnation.ll diff(,r(,nccs in t.l\
r.rt('s, nrultipk, r'r'ronev rrr.rrkt'ts ottcrr rvith lintitt,rl
.lea('\\, cLrrJencv controls, .rntl lrolitic.rl risks, strelr
.ts srrrl,.lt'r't .rn(l ( rrcpirlll e\pr()[rri.]ti()n.

If thc tlrrirrtivcs inrlustrr clitl not t'rist, it rvrrrrltl
It.rr,.' lo bc irrrt,ntetl. r\s js, thc entirt' scctrrr is

borrnrirtg.;\ not.rblc fe.rtrrrt,of thr nrarkct is.r sig-
niti(.llrt cor-lccn t r.r t i()lt .rn1()r'tll a sntalI rtrrrltrcr oI
p.rrticip.rting b.rnks. This is orrt'of tlrt'nrain rliift.r-
eltct'r Lrctwer'n the crrrrrnt nr.rrkr't vol.rtiIitr'.rntl tlrt'
prr'\'i()Lr\ botrt ol turntoil. lltc crcrlit tlcrir'.rtiYcr
nr.rrkct is .rr irrrp()rt.int p.rr[ 1rI ust'rs' .rbilitr to
nl,ln.rB(' ri:ik. Ilisk is t.rkt.n on bt tlrt.b.rnks ancl
tlr('rr r('(listribrtl(.ti, for t'r.rnr1'1,: throtrglr issuing
boncls rvith .rtl.l(h('(l \\'.trr.ults on [r.rrtictrl.rr eorrr-
p.r'rics t() rct.ril irrvcstrtrs. ll' Nlorgan is one o[ the

[rig8est lorcr's in the glrrb.rl tlt'riratiros nrarkt't.
()thcrs incltrtlt, tl.rt' Ilanl of Anrt,rie.r, Citi(;r()up,
(-rt'tlit Suissc Irirst Ilrrstrrn, I)t'rrtsclre ll.tnk,
(irltlnran Saehs, \lcrrill l.r'nch, \lorg.rn St.rrrlt'r,
.rnrl UBS \\'.rrbu rg.

l)t'alers antl intestor: u\r s\\.rp\ t() .lrlnpl t()
eharrgcs irr tlrc cconorr,rie antl lin.rnci.rl envir()n-
nrt'rrt. In carlv Scptcrrrlrt'r 2(X)2, u,lrt'n tlre ccononr-
ic otttlook h.rtl so rlctt'rior.rtt'cl tlr.rt no rist'irr irrtcr-
('st r.ltcs \\'.r\ in sight, aetiviiv irt tht'srrirfrs nrarlct
Pt'.t kcd. [itt r()[rL'.tn ]rt'ttsi6n .rntl iltstt r.rnce ltt tttls,
u,lrith nt'r'tl lo erterttl (lebt nrntrrriti('s k) nl.)tah
.rssets \\'ith li.r['ilities, art' usir.rg ll](. intcr('st r,lte
sl'aps m.rrkt't.

I'h(' s\vaps nrarkct citrt pr()vidt prot('ctio!l .rll.rinst
the t.rlling (.(luitv nl.lrkcl .rntl clt'r.linir.tg intt'rt'st
r.rt(,., b()t11 oi u l.ticl.r h.rvr' occurrt'rl sirrcc tlrt, lrtrrst-
irtg oI tlrc tloteont blr[r[rlt'. Covt,rnnrt'nt r.lclrt nran-
.rgr'lncnt .rge ttt it's .rr(' ('nlpl()\'inll inte rest sw.rps t()
r('(lucc rr.rturitics .rntl eut borrorvir'tg eosls.
I)r'rir'.rtivts ,trt, boinF rrsetl f.rr nr()rc trc(lucr'rtlv
tharr in the p.rst. This nrarks.r fu rrrl.rrtrcnLr I eharrgc
in tlre .rp'rpro.rch ot Iluro[rt,.rrr instittrlions.
lnstrr.rnct' conrl,.rnics, in P.rrticrrlJr, .lrc tcsting n('\\,
n1(\lIls ()f ri\k nrnn.rg(.n'l('nl.

'l he f.rstest grorving s('linrer'rt ()l tlr(,rn.rrkct is r'rt.tl-
it rlcrirttives. \Vhile thc nr.rrket rlitl n()t c\ist in llrc
nricl 199()s, tlrt' r,olrrntt' of olrtst.rnrling a()ntr.ets
c()r'npris0d 51,()()() [rilli()n in nrirl ]l)(ll. \1rrrr'rrVcr,
tlrt' llritish ll.rn kt'rs' Assor'i.rtion bt'l it'r,'es th.l t I h('\,
rlill re.rch $1,952 [,illitrn [,r' thc t'nti of 20(]2 antl
5{,5()() billion lrr tht, cnri (]f 2{)0-1. Ihis gr(r\\th
rt' r.'cts irrlt'rtors' rcaclr to th(. nlnrkct th,rt i\
nrarkctl bv volatile sharr pricei, pr()l()un(l uncer-
tnilrt\' .rb()ul [trncl.rnrcrrtal ('a()n()n1ic .rrrr.l corpor.rtr:
trt'rrr,ls, .ur,.l acutc rjsk .tvcrsion.

Rr,\L Esr.\ lsstrs, I allll\tinttr 2002

1\ rcccnt strrvt'r' (2()t)2) crrn,.lrrettrl trv thc
Itr lt.nr.rl iott.r I Srr'.rps .rntl I)crilatt'. .,\ssotiaIirrlt
(lSI),\) shorlt.tl th.rt tht. roluntr, r)l ()utst.lt(iinll
interest r.rt(, .rntl ctrrrcne\ clcrilativcs h.rs rt'ar'hctl
$t2,700 billion, har ing iltr'rc.rsctl trr'2()",, in tht.tirst
sir nronllrs ot 20()1. Irtltritr r.lt'rir'.ttives lt,trc
rt..rehccl 5l,jt)(l billion, rvhilc int(,r('\t r.rtr, \\\'.rp\
h.rvt' lrccolrrt' tlrt' nrost ,tacopl('(l instntnr('t]l to
ht'rlgc crerlit tltrr.rtiorr risk. Arr inot'asirrg lrtrrrrtTt'r
of actrrrs irr lltc nrarkt't u\e int(,r('\l r.ttc :i\\'.tps t()

crrrl()nrirc lhcir liibilitv p()rtiolir). lr()r ('\.rn1pl(', lhe
('lricago Iir.rrtl of Trarlt, rccentlv lJunclre(l fi\r,-
.rlrrl terr-t,e.r r c()ntr.rcts.



ESTIMATES OF RISK-WEIGHTED
RATES OF RETURN
TIrt'assct.rlloc.rtion polit v of .ln instituti()n.rI
inrcslor shotrlcl lre grrielcd br thc b.rsic [.hilosophv
th.rt c.rPit.rl nrrrkt't I'eh.rvior is ultinr.rtt'lr'.r func-
tion of uncierlvilrg ccononric funrl.rnrt'ntals. 'llrt'
re.rl "risklcss" r.rtc oI rt'turrt orr .rn in\'('str)rer]t is tlr('
m.rrginal r.rtc .rt \\'lriclr [rr\)[rk' .rrc l illing to forgo
prc\(.nt c()n:irurrption in i.rror of urrct'rl.rilt itttttrt'
c()rlsu nr [] ti()n. 'l his r.rtc clr'1,.'n.ls on lroth thc tinre

Prcti'r('r'rcc for crrlrsunrfrtion .rntl tl.re nrargin.rl eili-
aialla\' ()t in\1.stnrr'nt.

TIr rt't, eoncepts ol lin.rrrci.rl r.,.1v11116i1s 11.111'prlrtt'rt
kr bt' ol p.rrtictr lar i nrfrort.ure(' i n rlevekrpi r.tg .r the-
orctical lotrnrlati()n fr)r int('rr'r.ttirrnal corporatt'
fin.rttr't':

Artritr.rgc: Arbitragc pricing thcorr' (AI'l )

irrr olvcs tht' sinrtrlt.rncotrs pLlrch.r\(' .u1(l s.rlc ()r

It'ntling.tnrl [-rorror,r'it't $ rri ttvo .tsrt'ts or ttvtr
gr()ups oi crltrir'.rlcnt .rsst'ts itt ortlt'r t0 [-rro[il
frorrr .r pritt' rlisp.rritr'. Art.ritragc irr fort'ign
t.rchangc nrarkcts onsur'('s tlr.rt c()trl-arablc [or-
cign crchangt, r.rtcs \.rrY minutcl\, il .it .rll,
.rnrong rliflt'rcnl nrark('t\.

2. Nlarkct ciiiciencr': This nrc.rn' tlrnt nr.rrkct
pri.c\ oI cnpitnl .rss.ts. like ciiicicnt nr.rrkcts,
rt'llcct .rll availat,lc inl()rnr.lti(nr. Tlris hr'potht'
sis h.rs p'rroliruncl inrplieatior.rs h)r investor
bt'lravior. Ii rlarkt'ts art'cfficicnt, .rll nttonr[rts
t() ()utpert()nlr nr.rrket inrlt'rcs rvill [.ril.

-i. ('.rpit1l .rsscl [rricing: llrr.'t.r1'rital nssct pricir]t
nrotlel ((iAI'M) .rntl .rrhitr.rgc prieing tlrc()rv
(r\l'l) .rrc thr' principr.rl pricirrs tltt'orit's. Irr

Itt;f, 11nrrr. \1. \larkorvitz tl t'nronst r.t tr.tl .r

nrt'lhorl of [rrrrt[olio eonstrtrction th.lt nrirri
nrizt.s risk Iirr e.rch lt'r'r'l of crpcctcrl return,
c.r llctl thc "(,llicicnt frontit'r."

CONCLUSIONS
Accur.rte ;rncl irt'rlucnt r'.rltr.rtions ol tlcrir,.rtivt'
prrrttolios arc csst'nti.rl in tlctcrmining r'.rlrrt,.rt risk
{\,\lit. \'AR r' tIr( .rr)),\rrr)t r,t r'n(,n('\ .rrt irt'lilrrliLrrt
coulrl nr.rkc or losc clue to l.ricc changcs ir.t tht,
tunrlcrlvinl3 nra rkt't.

up-t()-d,rt(' risk mc.tsttrenrtttt iniortn.rtion attrl
tht'rchrrc crr.rble 1'rrice risk rr.rnagcnrt'nt pr.rcticr's.
L).rilv marking trr-nr.rrkt't is essential for tlc.rlers.

IIrt, gr1.1(-1i11' .rntl methrttls ol risk nr.rnagentct'tt in
cir..rir'.rtive portlolios arc corrtinualll' t'r'olving. Ilisk
nre.rsrrrcs streh.ts VAII nrt' repl.1ci1lll t'ttore rttrli
nrt,ntary risk rrrt'.r.urcs t.r*'cl lrn notiotr.rl .lnt()tlttts,
.rs n)orr p,rrti( ip,rnts rcc()llnirc the b('t't('fit\ oi th('ir

I ht, sr nthcsizirrg rrf cttstonr [irt.rnci.rl eorrtr.rcts .ttrtl
st'ttrritics is krr lin.rncial st'rr iccs rvlr.rt thc .rssctn-
blt linc l.rnrrlrrtli()n pr(xcss is for tht'nr.rnui.rctttr-
ing scckrr. ()p1i111,t, futur('s, nnd other cxchlttgt'-
tr.rtlcrl sccuritir..s.rrc tl'r('r.rtr inputs a 

1.r1.r 
li1'11 11r 1.r11'

seribr.'cl crrnrbinati()ns ()\ ('r tirttc, to r'rt'.rtt' prortiolirrs
that hctlgc tht.r'.rrious cr,rst()nrer liat,ilitics of iinan
cial intt,rmerl iarit's.

()ther Irr:t1ut'ntlr -usctl intlic.rtors oi [',oIitic.rI risks
inr'lutlt' inflation, balanet'-oi |ravnrcltl rlcficits trr
\urplrrscs, .rrtl the grorvllt r.rtc oi PL'1 e.rPita (;NI'.
Ihcse ntc'.tstrrt's arc thottgltt to rcvrtl u'hcther tlte

('a( )r'r( ) r'r'lv is in goorl sh,r1-rt'r,1 rcclttircs .t tluick iir,
strr'h .rs cr.pro1rri.lti()n t() incre.rse ll()\'('ntnl(.r1t r('\'-
cnLr('s ()r curr('r'rcv incorrvt,rt ihilitV k) in)pr()vc the
[-r.rlancc of p.rvrrr('r]ts. In gt'ncr.rl, tht' lrettsr .r crrtttr-
trr"s r'aortonric otttkxrk, lhr.' lcss likt'lr it is k) iJC('

l.olitic.rl .rntl soci.rl tu rnroil.

N'lorc srrbjt'etivt' nrc(rsrrr('s of l.rolitic.rl risks art'
[Tast'ri orr a Sencrnl p('rc('pti()n of t'.rr.lt cottntrr's
.rltiludc t()\\'.rcl pri\.rtr' ('r'rt('r[rrisc: \\'l]rtl']tr frri\.ltc
er'rterprise is .rctivt'lv rvt'lttrtttetl or is ,.rrt'tsitlcrt'tl a

n('((,\s.lrv t'r,il to lre clir-nirr.)t('d als soon .rs Possiblt'.
,,\ (()untr\''s .rttitu(l(' t()\\'nr(l IrttItinationals is 1-rar

tierrlarlr iclt'r'.tnt .rntl nr.tr eliifcr frotrt its vie\\'s ()tt

Irrc.rl prir'.rtc orvrrr.'rshi1-r. In gener.rl, nr()st countrics
p11r[,1[.rlr, r'itn irtrcigrt r.lirect in"t'sttrrt'ltt in t('rll]s
oi a trrst,trcnclit tr.trlc ()li.tntl are nrrl r.'ither for or
.rg.rinst it irt PrirtclPl('. ljront .tt't ccottontic st.tntl-
point, politic.rl risk rt,fcrs I() uncert.rint\'()\'rrr pr()p-
erlv rigl'rts. li the govr'rnntcnt c.lr't exPr()Pri.rte
citht'r lcg.rl titl(' t() Pr()[rcrtY ttr tht' strc.rnt of
irrcorrrt' it gcn('r.rtcs, tht'rr politic.rl risl crists.

ll)litic.rl risk .rlso cxists il pr()pert\' orvners cin [r('

corrstr.riner.l in trsing tht'ir pr()pcrt\'. 1'his tle'firritiorr
(rf p()litia.rl risL t'nconrP.rrst'\ g()\'crlll))cnt .lcti(nr\
rangirrg fronr orrtright crpropri.rtion l(),l ch.lr'rt(' i11

lht.t.rx larv tlrnt.rltcrs lht' grtvernnrt'lrtl sl.r.rrt' tti
corp()r.ltc ir'rrtrntt', to l.rr',i that ch.tttge tltc rigltts oI
pri\'.lt(' cor-t'tPnnits t() c()n]P('tr' .lg.lillsl st.rtt-()\\'ll(,(l

Thl' inr[rlic.rtions rrt VAI( on propcr risl r1r(ln.rg('
nrcnt c.rr1n()t lre ovt'r enr]rltarizetl. NIarLt'rl to-nrar-
kct valrratior.r rcflt'cts tnrc porliolio r,,.rlrrr', rrhich in
turn inrplies [,rol-cr hetlgin$ tcchnitlucs. lrlore tre-
qucnt nr.r rking-t( r-Dr.rrkct Pr.rctices lrrorlttcc nrort
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c()nlp(rnies. [jach action .rffects corlror.tte c.tslt
flows.rncl hencc thc valuc oi the firnr.

Risk is clost'h' corrrl.rted h) ultccrt.t nt\' ,\lthor.rgh
re.rl ('st.rtc invrstnlcnt risks c.rn often [rt'nritig.ttccl,
thcy can nevcr tre cntirclt' t'lin.rin.rtetl. Moreovt'r,
the prrtsgl;5 of nritigating risks is sclrlonr cost-less.
Tltc t'ss,-'nce o[ risl m.rn.rgentcr']t lics in idcntitving
the risk, .tr.talr,'zing it, .rnrl lirrtling thc nrt'.u'rs to ceo-
nonric.rllt' rcdurc its impnct:

I A structrrre oi irrcontivcs th.tt rcrr'.rrr.ls risk-t.rL
irr8 in l'rnrtlrretivc vcntrrrc\: ['coplt' havr'clcarlv
tlcnrr tnstr.r tetl that thcv responrl r.rtionallt' to
inct'ntives, r'r,herr infornration anti rcsorrrces .rre
nr,rrlt, artilat'rlt' to thenr,

lA lcgal strlrctrrrc tlr.rt stinrul.ttcs tht' tlevclop-
nrcrrt of frec nr.rrkcts: 1'lre rcsultirrg pricc silln.rls
.rrr'nr()st likelv k) cont.tilr dnt.t tlt.lt .trc csst'nti.rl
to Irr.rking cf[ieicnt usc ()l .r n.rtiorr's rcsourc!'s,

I Minimal rcguIatirxrs .rrrrl cconomic tiistortiorrs:
Conrplcy regulations art' cQstlY to intPlenrent
.rtrcl rlastc nr.ln.rgenrr.r'r t time ancl othcr
r('s()u rccs,

IClc.rr inccntivcs t() sa\'('antl invest: in gcncral,
rvltelt suclt incentivcs !'rist, rlhen lht'ccononric
rult's of thc g.rnrc.rre st r.r iglr tfonr'.r rcl anrl st.rblt',

.Ir(l \r'hclr tlrcrc is politic.rl st.r[rilitr., .r n.rtiorr's
ch.rnces of tlt'vt'krpirrg arc maxintizcd,

I Anrl .rn ()pcn ec()n()nl\': Not onlv tlot's frcc tr.rrlc
inercasc a()rrPctiti(xr .lnd pcrmit tlrc re.rlizatirrn
()l c()mp.rr.rti\'(',ldv.lntnge, it als() c()nstrains g()v-
('rnment p()licics .rrrtl cncour.tgt's thcm to srrP-

[.rrrrt incrt'.rscr in living st.tnclartls arrcl r.r]rir.l t'cr>
nonric grorl tlr.

'l'ht' nrost strcct'ssful ec()n()mics, strclr as Soutlt
Kore.r .rntl T.ri rr'.rn, rlenrorrstr.rto tlt(, i nt port.tncr' ()i
aligrring clrntt'stic inecntir es u itlt rvrrrlcl marLe t

contlitions. St.rtism, th(' substitution oi st.rtc-
rt*'nt'ci ancl stale-guitlcrl grtorpriscs for the [rrivatc
sect()r, ()n tlrt'otht,r h.rrrrl, lr.ts pr()\'r'n t() bc inr,[ii,
eit,rrt.

'l'hc csscntial clt'ment that tlistingtrishcs the trtre
nrtrllination.rl c()rpor.rti(n'r is its f()ntntitntrnt t()
sct'Ling otrt, unrlcrt.rking,,tnd intcgr.lting nt.lnLr-
facttrring, nr.rrketing, rcsearch .rnrl tlcvelol.rnrent,
.rnrl financirrg rrpportunities on.r gkrlral basis. A
l1('crssar) c()nrPlemcnt to tlrc intcgrnti()r1 of $'trrltl-
rvitlt, opcr.rtions is flcribilitr', ad.rPt.rbilitv nnd
srviftrtcss. Slrt.etl lr.rs lrt.con]o one of the critic.rl
colnpctitive w('.rp()n:i in the fight for global market
sl.tare. TI.tr: kt'r' nrarim irr rc.tl est.llt is no longcr
"1.()cntio11, I.()c.ttion, l-oc.ttion," btrt "Tinting,
.l 

inrirrg, 'l inring."
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INTRODUCTION_
CITY COMPETITIVENESS AND REAL ESTATE

;-i itics .r re llrr f ra nrt.n ,,r'k , rf soci('t\,, .rnd tht'ir corrtinu ing e xistenco

f hls br'(i lrr in lrrrtluestion.rble P.rrt oi rvorlcl orclcr. IhcY pro-
\-z vi.le thc c.trrtas ior nrr'\t re.ll c\tntc markct activitics,.rnrl rrndt,r-
stanclirrg the iactors th.rt h.lle led kr tlre succcss ()r t.rilurc o[ citics is .r

vital p.rrt of th('pr()perty pr()ccss.

But, the nnturc ()f citv c( )nr lrrti ti vcncss is ch.rngirrg rapicllr'. "Model"
grtrrltlr cvclcs irr "moricl" rvorlcl citics lr.rsecl on sizc. hier.rrchics, anrl
ccononric n'ealth.rre bcirrg irrcreasirrglv challcngccl bt,techrrologv anrl
lrv nt'rv thinkinE or.t rvh.rt rlill constitute the $'inning urban rlt,nlmic in
tlr('2lst cL'r1tur\'. [:mer1;ing r.lcfinitions of succcss.rrc lreing basetl not on
sizc trttt on cotrrrectivitr; not on hier.trclrics but on nt'tryorks..rnr.l less on
l'ealth .rntl nrore ()n clrvir()nment, quality of Iift', culturc, citt gover-
tt.trtce. ..tttci nra rkrting.
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Ancl, eorlpr:titiolr lrct\\'c('r'r t itit's has rtt'r't'r Lrcclt
nr()r('intcnsc. ( itv nr.rrkcting is trccorlinB.r [rrccist,
scicnce .rn(l lrrantl i nB c.1nr lrn iBrls, traclt' r'tr issions,
nr.rj()r inir-.lstru(trrr(, pr()ircls antl tht' st,ctrrin$ ol
prc\tig(' s[r()rtirll] arrtl cultur.rl ('\'cnts ir'(' lt'r' ingrr.'
clicrtts oi citv strategir's. Ihc rolc ()[ pr()pert\' .rs .r

c ntriIrrrtr)r t . r'.ttll('r tlt.rrr ,r. .t \r!l]\(\lu('r'l((. r)l

colllpr.titivc .r(l\ Jntngc is .r r astlt trnr.lt'r rcst'.rrclrctl
.rrt'.r .urtl one rrhich rvt, lrt'lirrc rvill lrt'contc
increasinglr' \'it.rl t() .rn\' aitv int(,nt rrrr nr.rkirrg its
nr.rrk on the rvollrl st.rgc.

Orrr iirrl h.rs tlrcrekrrr larrnelrctl .t r':t.rlor rt'sc.trcl]
pr()Brlurnrc "\\'orlcl \\'inr.ring Cities," r('pr('scutillg
.r rrrulti-t'c.rr tltrt'st kr itlcntilY thc \\'inninll citics ()l

tht'futtrrc. Our ainr is to cirau' togcthcr llrt't'sscnct'
()f c( )n tcnr p()r.l r\' aitv conrp('titiYLTrr:ss, .rntl t0 bt,l-
ter lrnrlcrst.rnrl thc c\tcnt to l'lrich pr()prrtv cnr')

clrivt tltt' ncrt citt orclt'r. \Vt' .rrc focttsitrg on thc
tren(ls th.rt n'ill inr[r.rct on tlrt' trusiltcss ,rrttl eco
rronri,. l.rrrr.lsc.r1,c, irr ortler t() prc(lict rvhich citils
rlill [,t'thc rising Lrrb.rn st,trs of tht'rrt'rt t]cc.rtlt',
.rrrtl t'qrr.rllv inrPort.rrrtlv tlrorc citics that nrav losc
in tht,b.rttle for rvorltl citv st.rtus.

Thc olrjt'ctivc rrl this projccl is trt tlcvclrrlr .rn innrr-
rirl ivr.' rnctltr.rtlologic.rl .rp g.rro.11l tlra t rt ill al lorr r.rs

to clccorrstruct cities.rncl to rlt'iinc antl crplore thc
ncu lv cnrcrl;ing principlcs ()f citv c()nrp('lili(m.1n(l
l'rr,\\ lll( \ rr'l,ll{' 1tl r(',rl t'rl.tlr'. ltt ('|\\('n(\' ,rur Irr i-
cct is [ocuser] ()n dns\\'(,rinll iour frrnclanrcnt.rl
tlttt'stioI'ts:

(i) What r.lrx's historv tcacl.t lrs .ttTout rt'ccr.tt
r! ir't rtt'rs?
(ii) \\'hiclr irr(lic.rk)15 rvill lrc ttrc t,cst l'rcdie-
tors of ftrttrrt, srrcccss?

(iii) Where .rle the ne\t genor;tti()n of risit.rg
rrr['r.rn st.r rs ?

(i\') \\'h.rt r{ill or coultl be rc.rl t'st.lt("s corltri-
bu t i()n t() .r cit\''5 sust.rin.rblt, compt'tit i vc .rtlritn
tage?

lrr tlris P.rp1'1 \\'r c()r'rtr.rst tlrt. rcsults ol our first
ph.rsc Jn.rlvscs, atltlressing the Irssons ol historv of
rvinning citics oYer thc [rt'riotl l99l-2()()1, rvith tht'
nttrch rvitler rltrt,stiorts .tb()ut tlr(' mtttlt'l oi u'orltl
ortlt'r that rrill P11'1.1;l ovcr thc cmcrgt'ncc of thc
nq\t g(.n('r.rtioIr ol trr[-r.rrr ri\ir)g st.]rs.

WINNING CITIES OF THE PAST DECADE
,,\lthorrglr tlre p.ls1 15 not nt,r. e ss.rrih' thr' bcst pr('
rlictrrr of the frrtrrrr', it clocs givc.r bast'linc Position
fronr rvhich to tlcrcribe tlrt' rralurc of likclv futtrrt'
clrnngc. ln l.rh.rst,rrlrc of tlrt'projqc1, tlrt'filrrr took a

Our saorch fctr tlrc essenct'o.f corfll,atitiue,tess

is rottitrg us ttTpav fro,n tltc trarlitionnl citr1,

zoith its stend1, reosorttbly predictable mar-

kcts, to tlrc fost tribrnnt, tt'chnologrl-rich citrl

of tlrc.fitture Tolrera rbnnistti(rn ,td

itrfornuttiotr go hnnd in hand to cradte L,r.L,

city .forrfls and ftotctions.

ItxrL at citv p('rl()rr)'r.urcc rrrcr tlrc l.rst lt),,t'ars. l\i'
nt't,.it'rl to knorv rvhich citir.'s, ironr troth .t gcncr.tl
ec()n()nr ic ancl ['rro[-rcrtt n],r rket's vi('\\, [-'( )i r-tt, h.tr,,.'

treen thc most strcccssitrl irr rcccnt vt'.rrs. TIris
.rn.rlr'.is rr'..ts Lln(lert.rkcn t() thr()\\'light on the likc-
lr' "rr inning trrrrltrl.rc" for ftrttrrc citt srrcccss, .rntl
1,, st.l I'r,ttt hnt.trks .rg.rirt.t r{ltit lt t, r nr('.r\u r(' luturr,
cit\' Pcr[()rm.ll]e('.

-l ht' lirnr .rnalvsctl hiskrric tl.rt.r covcring l()0 m.r jrrr

nret rol'rol i tan .r rt,.rs rvorltlrv itlc (set' A 1.rpcpgl11 1 1.

Tlrcsc citics rvt'rt. st'lcctcrl on thc b.rsis of sizc, ftrrrc-
ti0n anrl c()rp()r.rte rcpresr'r'rt.rti()n, r'llsuring th.rt
tl.tc balance of eitics irr e.'tcl't continent,rl rt'gion l'.ts
broarllv in lint. rvith c.rch rcgiorr's ('eon()nric
rvcight. We covcretl ,l(J cities in thc Anrericas,37
citit's in thc IiM IiA rcgiorr, anrl 23 citit,s irr tl.rc Asia
I).rcilic region.

Annual tl.rta rvas an.tlyst'tl li)r the tcn-ve.lr lreri(xl,
l99 l-2001, for iivt' kct, nre.tsrtrcs of citv gron th .rrrrl
rc.rl est.rtc .rctivit\':
I I'u o l\'lo..tsurt's oI C-itr' (irorr, tlr;

I1rP111.11i,,,., ('h,rngc ('1,, p('r YcJr)
Iitrtpkrt'ment ('hangc (",, per vcar)

I 'lu'o N{e.lsurcs of Re.rl [state Activil\':
()ificc Net r\l.rsorption Iiatt'(4s ",, stocL Pt'y 1'r'.r1;
()ifict'Corrstrtrcti(m R.rtc (.rs ",, stock pt.r t'c.rr)

I ()nt'rreasrrre ot I'le.rl []statt' I)crfornr.rncc:

I'rinrc Offict'licnt.rl Changt'(rcal, ",, p1'r 1's.t1i

This lriskrric cl.rt.r rrirs.rn.rl\'s(.(l to [rrriltl up.r pie-
ture ()l citv pcrl()rnr.rncc o",cr the pnst ten ve.tr:i.
Orrr.rinr rr'.rs to itlcntifi'lhort'citics tl.tat lr.rve crr,-
.rtetl thc riglrt r'ircunrst.tne('\ t() stirnul.rt(' str()r'rll
cit\ (,a()r'r()n1ic grrrrvth, Iriglr Icvcls oi rr'.rl cst.rtc
.tr'lir ilr'.ttttl \tr,'nA r(',rl r''l.rl(' I,('rl()n)l.rr(1'.

\\'hich citics x't'rt'tlrc rising trrtr.rn st.rr\ ()[ the p.rst
clccatlt'?
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()ttr .rn.tlvris oi rel.rtivc grrrrr th trvcr l.rsl l('t) \'c.rrs
shows th.rt tlr('strongt'st grrrr\'th h.rs Lrt,t,n tronr
srn.rllcr nrel rol-rolit.rn .rrt'.rs oI lt'rs th.rn luo ntil-
lion pcoplt'.

odo (niMa)t2o

-,r!r _rqjl,l
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national econonrr irr creating rrnt'of F-uropt"s rt'tost
l.rvotrr.rbk' l-rtrsilr('ss cnvir()nlr'renls. \\'hilst t'rtt'rnal
strbsitlt' has [rq'n a f.rctor, tltt' t'crrlrnrl's strcct'ss
has lrccn built on lrrivatc ir']\'r'stnrcnt. Dtr[rlirr has
c.rptrlrcLl .r sillnific.lnt pr()p()rti()n of Irel.rntl's tor-
t,ign clircct irrr estnttrtt (lrl)l), .)ttractcd b\' .r

favour.rblc tn\ r(.gilllr, krrl rt'gtrl.rtion, labotrr rl.rr-
l('t ilc\ibilit\', .rnrl .rccess to.r rlell-etl uc.r trtl l.r[,otrr
lirrcc. IT softrr,.rre ancl fin.rrreial st,rvices havt't,t'en
p.rrticularlv activr'. [)ublin is no*' I']uropo's l.rr$t'st
ct'ntrc for th(' \()tt\\'.lrc inrlrrstrr; ryith iive oi tht,
rr orl,.1's leacling t()[r tcn s()ft\\',rr('eonr].ranics har ing
lht'ir Eurol.rt'.rrr ct'ntrc in Dtrlrlirr.

Las Vegas has [.reer.r North Anrt'ric.r! t.rstest grorving
ntctrop-rolit.rn .t rtit, .utcl st.rntls "lre.rcl ancl slrortl-
rlcrs" .tbot't' tlrr.' rrtlrer \orth r\ntcric.rn citit,s in
l('rnrs ()t p()prrl.rlion groNth, t.rnploYrnent gror!llr,
oifiec net alrsorPliorr, anrl olliec c()nstructi()rr r.rl(,\
(l:igrrrc 3). 

-l lrt. eilvi popul.rti(nr h.rs bccn grorvilrg
b\' ()\'cr 70,{)()0 .r lur, ancl l.as Vt'gas is norv a citv o[
l.(. nrillion lrt'rr[,1t,. (]rou tlr has ['ccr.t unr]erlrinnetl
l.r' a raPitll,,' ('\P1ut('ling lt'isurt'st'ctrrr, [rtrt as tht'eitV
lr.tr grtxvn its t'crrnrrntv Ir.rs rlivcrsifierl, .rntl k,rv
t.r\('s .lnd krrv rcgtrlation h.tvt' strcct'e,rir'cl in ntr rttr r-
irrg rtt'u' husint'ss ,lnd .rttractilUl ll('\\' comp.rni('s .rnd
I.rlrotr r.

\\'ltr h.rrc tltt'st'citics [rccn rrinners? Tht'sc eitics
lr.rvr' cre.rtetl .r crrnrpelling (()elt.ril of .rttr.rcti()ns
th.)t h,rs stinlrrlntt'tl strong e(()n()nric groulh, arrtl
all thrcc shart..r llrulbcr ()i conlnron fcattrrt's:
! Sizc - u'ith nrct ropolit.rrr .rrt,.t l.rol.ru lations of l.tr

rrrillior.r in l.as Veg.rs, l.l rrrilliorr in Dtr[rlirr, arrr'l

t).9 nrillion in I)rrb.ri.
I,.\ttr.rctive L'rrsiness er.tvironnrertts, light regula-

Iior.r, .rncl f.rrrrura[,le t.]\ reginrrs for [rusirtcss,

Dubai (in thc Unitcrl ,,\r.rb I:nrir.rte:i) holrls tlrt,tol.r

[.rosition uorlclrlicle [or [.roth lropulatiort anc]
t'mprlor,'nrt.rr l grorvth, at 5.lt'1,, pa anrl ti.3",, pa
rcspcctivt'lr' (lrigtrrc l). lhis rapitllr' ('\prnding
I.nrir.rte citr'-statc h.rs t'nrt'rgt'rl ovt'r tht' [.rast
tlec.rclc .rs .r lt'.rtlirrg L)c()n()nric anrl tr.rrling hu[, oi
thc Gult St.rtr,s. \ltrch oi its srrccess tlcrivt'. [ronr .r

tlrive to crt..rlt' .l i.tvorrr.rbl('t'nr ironmt'nt ior btrsi
ncss, .rncl in prov itl ing tlrt' plrvsical inir.rstructrr rc
t() nr.rtch. I)trlr.ri h.rs bcerr JCtivclv pr()nr()tr'(l (nr thc
int('rn.rti()n.rl .rren.r, .rnrl tht' eitv h.rs b('('n \u(aess-
hrl in .rtir.r(-tinll forcitn rrrnrp.rrric\ It h.r\ tr()\\'n
r.rPidlv n\ .r t()rlrist dcstin.rlion, .rnrl is rlevr'krPing
a Irigh-tcch irn.rge .rs.rrr lnlr'rnr't Irub citr'. I lorvcver,
the rc.rl t'stalc nr.rrkct is still inrnr.rturr', arrr.l tlrc
btrilciing [.roonr of rL'cc11t \'(\rrs It.rs transl.ttt'r.l inkr
.rn ovcrsuppll oi ofiict' 'p.tet'.

Dublin (tlrt, "(i'ltic 1igcr") h.rs crlcrgt,tl .rs p11r[r.1-

blv the nrost strccessflrl (-ilv cc()n()nr\' .urr.l rc.rl
t'statr'nrarkt'l oi the lasl rlccarlt', .rncl it is tlrt.onlv
citv t() sc()r(.c()r'rsistL,ntlv rvt'll on all iivt'rrrca:trrrs
of l.rerfo rnr.r n cc. Strong enrl'I\ nr(,nt $r()tIlh (.1. 1",,

p.r), and (bv I:trropg.rn stantlarrls) strorrg poP1rl.l-
ti()n gr()\\'th (0.7",, p.) tr.rnsl.rter-l int() .r vL'rv
rlt,namic oiliee' markc't, charaetcriserl bt,high ler,-
t'ls of t.rkt'trp .rncl high c()nstructi()n .rctivit\'- thc
occupietl rrffier'skrck rlorrLrlctl in a clec.rtl,.,. I)tr['lin
rccortlt'tl tl'r('\tr(mgest r('nl r('ntnl gr()\\tlr (nt ().1",,

p.r) ot tht' l()0 citics arralvst'cl 1l:igurc 2). Iht' citr"s
grontlr orvt,s nrrrch to tlrt' srrcccss ot tht. lrish

7t,loLr(N..\r ()r Rr..1l Esr..\rr P()rrIl()rro MA\A(,1\tt\r, Volunv E, Nrutrbar Four,2002
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Figrri-r'.3 lrlqrlrc J

Figure 3 - North American Top 10 Citres
1991 - 2001 (% pa)

Figure 4 Population & Employment Change
by Region 1991 - 2001 (% pa)

I Eldo 0 0!j
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which lras lcd k) high lt,r'els of inrr'.rrtl invest-
ment.

I Strong in-nrigr.rtion .rntl .r strcccssitrl rt'eortl of
attractillll ski llecl .rntl ctl uc.rtctl labou r.

I Lt'isurc l'roth Las Vrgas.rnrl Dubai arc unrlcr-
pinnctl [rv lcisurc activitit's, rlhilst [)ul.rlir.r Ir.rs

emcrgt,rl .rs .tr't inlp()rt,rnt I-iuro;,e.11 \h()rt-st.rv
tourist (l cst il'r.l tion.

! Branriing-All threc eities h.rve clcvclopctl .r

I.righ pro[ilc ()n the int('n].r ti()nll "st.rgt'."

TIrt'krp fill' "rr,inners" arc r[,rc.rtl across thc (llobe
(in Asi.r, litrropc antl Anrcric.r), btrt our.rn.rlvsis
h.rs identified signific.rnt diticrenccs in citv gr()rvth
bct$,ecn c(nrtintntal regions. []iguro 4 sholvs.rver-
.rgc popul.rtion.lnd cnlpl()\,mcnt gron,llr irr citics
in North Anrerica, \Vr-'stcrn EuroPc, antl Asia
Ihcific. North Americ.rrr citit's h.rvc bccrr tlre best
gener.lt()r:i oi neu' enrplovnrent; Asi.rn cities lr.rve
shown strong [r()pulati()n grorvth, u'hilst Iiurol.reln
cities h.rve slrow,n thc we.rkt'st groh,th in both po1.r-

rrl.rlion.rrrri lnrFlr,\'nr(.nl l('rnr\.

Horlevt'r it is tlrc rati()s trt'tu ccn thesc inriic.rkrrs
th..tt art' oltt' of thc' most revc.rling.rsp('cts ()f ()ur
.rnalysis. lt slr()ws that th('l.rst rlccaclc wts grxrrl for
large citics rvith tl.re r.rte oi emplot,nrent gr()$'th
cxceerling tlrc groutlr in lrolrul.rtion bv a r.rtio of
1.3 kr L lrr I-.urope .rnci Asia Pacific, (rn .tvcrige
citics lirncr.rtc(l 1.2 ncrl jobs for r.r'crv atltlitional
resiclent. ln tlrt'Americ.rs thc r.lti() r'.rs a striking
1.5 hr l, w,ith employnrcnt gron,th far otrtperform-
ing l.ropul.rtion grou'th. So on this mr.rsure .rncl as
.r broatl region.rl genrr.rliz.rtion, the cities of North
Americ.'r l'crc thc biggcst rvinners in thc p.151

tlccaclc.

1.5 2.4

0.5

it 19

iI

'I hc strcngth of thc North r\nrcric.rr.r citics is also
illtrstraterl rv hcn lookirrg .rt tlrt' gcographic.tl
sl.rre.rcl of "uinrring citics." ()rrr .rn.llvsis slr()\\'s
that intliviclual citics aro linkir.tg togcther into clus-
tt'rs to prttvitlt. su[-, rcgion.tl ('e()svstcnls of "u'irr-
nirrg citics."

A numbt'r rrI clusters rverc itlcrrtifiecl ironr our
.r n.r Iysis:

S{,r/t//(','l L,l.S. \\'lrilst thc Nortlr Amcric.rn conti-
ncnt.rs a rvlrole lr.rs bccn .r signi[ic.rrrt gcner(rt()r ()[
ne \\' cmpl()\'nrcrlt ()\'er thc P.rst r,lccrcic, .rs l:igurc 3

sholvs, it is in thc mL'tropolit.rn .rrcas of Soulherlr
U.S. rvhcre gnrr'r'th has becn str()ngost in .r lr.rntl
running fr()m Ner'.rcla to I:krritl.r-ancl includirrg
thc cities oI l-.rs \Icg.rs (Ncr'.rcia), I'hrrerrir
(Ariron.r), I)t'rrvcr (Color.rdo), Dall.rs ( Ii.xas),
Atlanta ((icorgia), ttalcigh antl Ch.rrlottc (Nortlr
C.rrolin.r), .r nr.l ()rl.rnclo arrr'l Iampa (liloricla).
'Il.rcse ninc nrctroPolitan arc.rs grr:w in poP1rl.11i1n1

[.rr' .rn avt'ragc r.rtc ()f 3.]",, [.ra, arrt] have gcncr.rtctl
ne\\' empl()\'n1(,nt .tt ovcr -1.2",, p.r ()\'cr tlrc [).rst
cl ccatlc.

Norllrcnt ltrntln'- [:urol.re.rn citics havc, in gcnt'ral,
rt'corclctl telativt'lv u'eak ;.ropsl.1[i1r1, L'n1pl()\'ment,
antl .rbsorptiorr r.rtcs, although rt'ntal grorvth has
bccn .rm()ngsl tlrc stron8cst rlorlclrviclc (retlectirrg
inherent su;.r;.r11' constr.lints). Citics in Nortlrcrn
[,]uropc cmbr.rcirrg the Norelic countries, tht' Ilritish
lsles, antl tht' Netlrcrlantls h.rvt'trcen tl]c str()rlgcst
p('rformcrs in tht,rt,gion (figurc 5).

Er.ilh (a 01i)

ll.nl. (! 9\)
Europc

Asi. P.Gitic

\r0Rt,

[-l.rc Nortlic eaprit.rls (Stockholm,
()slo, ancl tlclsirrki) all rt'eorrletl

C o 1.rc t1 11.1 g",', ,

str()ng rental
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grow,th (anrongst thc highcst r'r,o rkl rv iri e ), slrong
p()pul.rtion in-nrigr.rtion (iront rtrral .rrc.rs), .rnrl
nrort' rccr'ntlr; strorr$ cnrpkrt nrcrrt gro$'th, ttlttler-
pinnctl bv IL ()n alntost ('\,crv ntL'.rirtrc of tcclrno-
logical progrcss, thc Norrlic region scorcs.tr)r()ngst
tlrt. lriglrcst rvrrrklrlirle. IIris srnt's to highlight thc
cnr('rgcrlcc of tlrc Nortlic Region ovcr thc l.rst
rl cc.rtle as .t nr.r jor iorct. i n .rc ,a nct'cl telecont nt u n i -
c.rliorrs .rntl ll, capihrlising on .r higlrlv crlucated
rlorkforce .rrtl scvcr,rl rvorlci-cl.rss tcchrrologr,
c()l1rp.rnies.

TIrc nr.rin conrnrcrci.rl centres ir't UK ;rntl lrt.l.rnd
(Lorrrlttn, Dtrtrlin, .rntl lrtlinbrrrgh) h.rve .rlso pcr-
fornrt'rl rvell on .r nurnlrer of nrt'.rstrres. All threc
cities havc rccrtrclerl stronH "crn[rlovnrcrr t-rich"
grorvth, rllrich lras rcsultcr.l in sigrrific.rnt pr('ssrlrcs
rrn their conrnrcrci.'rl artr.l rcsirlcnti.tl pr()pr:rtv
stocks.

Anrstcrd.rnr, tlrc nl.lin ccntre ()t thc highlv
tu rlr.r tr iscc] Ila nt'l st.rtl rr'gi on h.r s lrt,r,n ]r.r rt i cu l.t rlt'
succt'ssfrrl irr .lttr.rcting footkrost' eompanics [rom
across Iluro[rt,.'l'hc Nctlrt,rlancls is .tlso consiclcre'cl
to lr.rve onc oi tltc ntost [.rvour.r[rlt'busirtcss olrcr-
.tting t'nvironnrcnts *,orlclu,itlc, .rs rvcll .ts [.rt'ing
suPportod [.:r' an exccllcnt tr.rnsp()rt antl lt,chno-
Iogic.rl inf r,rstrtrcture.

2'

thc last clec.rrlc ir.r this rt'gion h.rvt' bcen striking,
.rnrl har c bcor cpitontisetl bt Gtr.rngzhou, *,hich
has enrcrgetl in Iess th.rn.r tlt'catle into a frrllv ftrnc-
tionilr!l cit\'.

Crrarrgzhou is at the.rpe\ of on(' of tl.rr: f.rstcst
glru'ing rcgiorrs rvorlclrvitic. Trrgctltcr n,ith Ilong
Korrg, Shenzhcn, .rncl scvcr.rl snt.rllcr citics, thc citv
fornrs p.rrt of tht, Pe.rrl Iliver [)clt.r Mega Citr;
(n'hich h.rs .t combinccl rcgi(rn.tl p()Lrul,tti()n of
mort'tlr.rn 1(r nrillion peoplc). The rt'gion h.rs seen
r.rPir.l urb.rnis,rtion initiallv rvith illcgal imnrigr.rnts
rll.ro h.rvc norr' lrccn .r[.rsorl.rcrl fornr.rIlr'(leatling to
str()nll popul.rti()n ancl ('rIrPl()vmctrt growth).'fhe
regirttr .rccourtls for.r thi rrl oi Chirr.r's FDI, rt'hich
is in p.q11 a rc t'ction of high cultrrr.rl .rnci t'conom-
ic linLs rlitl.r I long Kong .rnrl overse.ls Chincse.
But, grorvth lras come.rt gre.tt cnv ir()n n1ent.1l cost.
\\'hat rrirs onct'.r [ertilc .lgricultrlr.tl region h.ts
bt'r'n tr.rnsfornrt'rl irrto .r sPr.rrr'l j1g inrl ustri.r l zor.rc.

ln .rtltl ition, th(. e()ntnlcrci.rl rcal cstatc market lvils
ovcr-supplierl hrr much of tht'199()s, rvith thc citv
going tlrrough an emcrging nt.rrket lrrnm to bust
ir-t of[ict' rents, .ls nc\\' c()nstruction trxlk prl.rce.

Cu.urgzlrou tr'Pifics thc often p.]tcl'r\, .tr.rd contr.t-
clictorv u irlclrce of "rlirrning citics" rvithin the
clcvcloping cconomics. In ntost c.rsrs, "tlc",clop.r-
ing" citics l.r.rvt'treen clr.rr.rctcrisctl bv strong pop-
ul.rtion .rncl cnr [rl()\'mcnt gron'tl.r, rvhich ha vc ti,c]
tl.trorrgh to high r.rtes oi office nr.rrkct .lctivit\'.
I lotlever, propertv spccul.]tion .rnd ovcr-supply
h.rve tr,rnslatcd ir.tto sh.rrp f.rlls in rents in most of
thcsc citics ovcr thr P.rst tlcc.rde.

Cr)ris/ril/-S()ltlr('r,t C/tirrr 'l-ltc Asi.rrr cities, in llcnor-
.rl, h.rvc harl a tlifficult rlec.rcle, anti tl.re we.rk pr-
fornrance oi nrost citics h.ts bccrr.r log.rcv of thc
Asiarr f inanci.rl crisis of tlrc late IC)9()s. Tht' rrot..rble
excoption is Cl.tir.ta, anrl co.rstal antl southcrn ('hina
in p.rrticul.rr. 1'lrc changes th.rt have t.rken pl.rcc in

JourtNAl. or Rr,,rt EsrAlr, P()RTrol r() MANA(;I \ir,\1, VLrltnr, 8, Nutttbt,r Four,2002 7tt
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()r.rr analvsis shorvctl tltat citics in China (llt'ijing,
Shanghai, .rntl Cu.rngzhorr) antl Ccntral anri
[:.rstcrn Eu ropt. (\\'.r rsau', \'loseorr', [3utla1rt'.1, anrl
I'ragtrr) u'cre lhc ntosi.rctivc nrnrk('ts in "tlt'r'clop-
irrg" t'conotrrit's in t('n)ls oi both trct.rlrsor[-rtior-t
(lrigrrrc 6) .rntl construciiort .rctivitr'. Otl.rel rt'lativc-
lv active nr.rrLcts lcrt' i\lcrico (-itr; S.rrti.rll() (in
( I'ril('t, Jr'r(l li.trt$.tl rt trrt lrrtli.t).

l'hr.' citit's in ",.lcveloPirrg" ccttttonties illustr.rtr th.rl
.r ait\"\ oc()n()r)ric per[(rn]).rnce is nrr gu,rrantt'c r.lI

str()ng pr()p('rtv pcrf()rnr.rnc('. ()ur .rn.rlt sis slron's
a positivc rt'l.ttionslriP bctu'ecn [ro[.rul..ttiotr thangt'
.rnrl t'ml,lovnrent changt' in nrost citit's, lt'ecling
thr()rrglt t() ()liict' nct .r[rsorption .rnc] constrttctiott
r,ll('\. llr)\\(.\(,r. tlrt. lirrL rrillr 1r1qr|t.rtr pcrlirrnt-
.r'l(r' i\ tenuous. As Irigtrrc 7 sltou s, l lrilst thtrc is
s()nre cvidrn((. of .r poritivc rr.'lationship bt'ttlccn
citt' t,nrprlot r:rt'r'tt grorr th ancl rt'.rl t'st.ttc pcrt()rnr-
anr't' in Wcstt'rrr Errropt' .11111 Arrstral.rsia, in Nrrrtl.r
A nrt.ric.r .urv r('l.rtionsll i p is tl i f iietr lt to [.rrovt' .rnrl
in ,,\si.r thcrc is .r nrgalir c corre latiorr. Cuangzlrott,
for cr.rntplt', lrati onc oI tht' strongcst p()pul.rtiorl
.rrrtl emfrlttvnrct'tt gr()\\'th r.rtt's tlorltln'irit', [-rtt t has
shrnt'r-t onr ol thc sh.rrpest f.-rlls irt rcnt. or cr thc
s.ttttc Pcriotl.

WINNINC CITIES OF THE NEXT DECADE
'l hi. an.rlvsi' inr'r it.rLrlv r.rises thL, (lLlcsti(n'r ()i h()\\'
a "rvinnir.rg" citv is nt('.t\rtrcd, anrl it highlights that
"rvinning" has tliftcrt'rrt mc.rrrirr1is for rlifferont
st.r kclr oltlc rs. I'or rc.rl esl.rtc invt'stors, a "tlinninl3
tilr"' is usrr.rllr' .lt,fint'.1 n.rrrrtrvlv in tcnl. of rc.rl
('\t.llr' [l(,ri(lrll)JI'lCL', (l('l( rn]ill('(l lr()l ,)tll\ Ir\ .r

str()nll citv r'c()r'l()nr\i but .rlso critic.rllri issrrt's of
rtirl t'st.rtc supplv c(nrstr.rints .rnri nrarkt't Iiqtriditr'.

'Iht'rc 
'rrP1.rl1'-si1lc nn(l li(lrridit\'lattors rrr't'el Ir [rc

trLrilt into .rr'r\ lutur(] rnor,lt'l ot citv pcrtornr.urcL,.
Iieal t'st.rtc in\'('st()rs also nercl lo focus lnort, olt
horr thc corlrrrr.rtc s('al()r (lefin('\ a "u ir-tning r'itr',''
in rrrtler to ielcnlifv citit'. ahtirtl rrl tlrt"'cttrrt'." lror
tl'tc corl-ror.rtt' sL'ctor "\\'irrning" is incrt,asinglv
[.rasetl on finding tl.tc rrt'rI high-grrnvtlr c()r']srrlncr
nr.rrlt'l or lou'-eost, rrt'll oclucalt'cl tvorklorcc,
l'lrich tcncls to bt' in citit's u ith .r lr.t unpro\ (.n ec()-

norric tr.rck rccortl-tlrt' lntlian t.rll contr('phe
n()nr('n()n ir-t citit's suclt as 13.rngalrrrt', N4ttnrb.ri,.rntl
L)ellri is .r classic c.rsc.

So arr..thc ne\t g('nerlti()n of risinli trrtrarr stars vct
()n tll('c()rPor.rlc r.rclar *t r,.'cn? ()trr anahsis lrelps
t() thr()\\ Jiglrt .rs to thc likt'll clrrIactcristic\ r)t tlrc
fu ttr rr"'rvinnt'rs." The rvinning r.itit's of the itrture
mav rlt.ll c\hitrit light rcgul..rtion, [avour.rtrk' t.rr
rt'Sinrcs, l.rl,otrr m.rrlcl fl('\itrilit\; high intlarrl
in\'('\lnrcnt, in-rrr igr.rt iorr ot skillt'rl tlorkt'rs, .tttrl
lcisrrrt., but irr rvhat r'onrbirta t iorts, in rlh.rt
strengths, .rntl rlith rvhat other qLrali[icrs?

\\/ill thc critt'ria ior sucl-t'ss ch.rnge in llrr 2lst
Ct'ntr.rrt,? l'ht'rc .rre nrlnr' .rgcntl,rs tlr.rt nrav ilrfltr-
crret' lhc futurt' of citics ancl lrt'rc rlt' sttggest .r

nrrnrtrcr of a()nlpcting iort.t's.ts trr tlrt ftttttrt'tlrir'-
crs oi citv iornr:

,.1,(t/i'trrlitrr /r(,rr()/]lisl: Ihc .rggrt'g.rtitrr ccono-
nrists bclicr t' that critical ttt.tss .tntl grounclt',.1 eap-
ital irr rt'.rl est.rtr' .rnrl inir.rstrucltrrt' rvill cnhancc
tlrt. r'.r luc of r. t'n t r.lli t\'. l lr(' ('\istintl strcccssirr l glotr-
al citic. rvill grrrrr antl pr()\pcr, (l('spitc \\'()r\('t'ting
con$t,stion .rrrtl sccrrritt' (-()ncern\. \\'c anallsctl thc

fr'rlr)nr'r.rrr1','l lltt' rr','rltl t P l(tr (itie\,)\ Ill('.1\-
trrt,tl [rv corl.or.ltr r('pr('\ent.lti()n ot high orrler
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scrvicr's. Tlre r()ll c.rll of citi(,\ in tlt(,t()[r l0-N('\\
Yrlk, I-onclon. I'.rris, Tirk,'o, Chic.rgo, Los Angelt's,
Franl,irrrt, \1il.rn, IJorrg Korrg,.rncl Singaporg - 11.11;

tc\\ surlrriscs, ar thc incrtia of sizc .rntl thc critical
m.rss has hclp('11 111 nr.rint.rin thcir posititrns.
l ktw't'vt'r, w,hat is particularlv intcrestirrg is th,rt
althotrglr tlrcv get hrpr sc()r('s for rrrluntc gron'tlt,
these high-ortlr'r citics Irllc und('r-p('rf()rn1ed tltc
rvttrltlrvi,.lc .rvrr.rge on .tll r'.tri.rblcs ()\'cr thc p.r\l
ticcarlt., inclutl ing rc.rl t'st.rtt' .rctivit\, .llt(l pcrtirrnt-
anct'(lrigure S).

Tht'1,.'atling p()siti()n ot tlrt'st'citics i\ a('rt.rinlv n()t
asstrrr'tl. Tht' rt'lationsltips .rnrl tlt,n.rntic u,itlrirr
.tnrl bctrvecn thcsc global cities is l.rccontinH
itrtrr'.trirrglr .uhi(et t,, rirnrl'(tili\,r' Ilri\r' llr(.\\rrrc\
k) qrr.rlitv of lilt. issut s .rn(l, .ls .1re nt.ut\' placcs, l()
skill shrrrtagt's. As we gel liclrcr s() thc b.rlanee
betrlt't,rr inconrt. .rncl opPorttrnitt' antl Irc.rltlr, crrI,
tLlr(,. .ln(l l1.ls111q. 1r11ss111ts lTt.eonrt'. rrrort. irrrPor-
t.urt. llreir clesirt' to .lcltievr' cultur.rl srrcccss n'ill
ch.rnFC the n.rtrrrt,of thcir occupier ancl investrlcnt
p rolil(.'.

Lrxrking forn.rrtl, it rvoultl lrc c.rsv trr lrc still influ-
encerl lrv sizt'.'l he rapi(l gr()wth in rrrbanisatiolr
h.rs givt,n risc t() "r)lcE.l citi('s," rvitlr lro[rul.rtions rrl
nrrrt' tlt.rn I() ntillitrlt pc()plc. In l()5() thcre \\n\
()nl\' ()nr cit\' \\'ith .r p()prrl.rti()n oI I0 ntillion or
mort' Ncw,York. Norv lltcre .rre 16 citics, ancl lrv
2()15 (aecortling to thc Urritt'rl N.rtiorrs) therc rrill
bt'21 eitios. \\'itlr three-tlrr.rrtcrs of tlrt'nrcg.l citi('\
in the tlcvcloPirrg rvorkl, nr()st .ire not currt'ntlv
e\'('r'r ()r1 the c()rp()r.rte ()r irrVestor rar'l.rr screen. but
thcv rvill offt'r consiclcr.tbl(' ()pp()rlunitics in th('
iutur(, h)r glr[.r.tl eom[.r.rnics front their p()tcr]tinl
c()nsu nrrr b.rsr' .rrrrl .r[rtrn(lnn l laborr r rtr l-r1rl1.

I)i(i/ril I-corrrrrrrisls-Tht, tiigiLrl t'aononrists ctrr-
rcrst'lr bclicvt, th.rt c()nrnrunic.rtions tcchnrrlogr
rlill signific.rrrtlv tlilutc tlrt, ncctl frrr .entr.rlis(,(l

[rl]vsic.rl l.tr()xi nr i tr', antl conr nrerci.r I .rctiv itt, rv i I I

cl is1,t.rsc .rntl tlccerrtralist' into scicnet, p.l rks, "si I i-
corr r,'.tllcr s," ,rncl int(rrnr.rterl tonrmtrrritit's.
Hou'evrr, tht' eorrsctltrclrcr. rri int;-rror, etl c()lltntuni-
cati()r'ts tcchnol()Bics n,ill [rt'.rrr increaserl ncetl for
f .rc('t()-t.rcL' nrct't i n1;s, \\'ith ci tics plnYillg .ln c\'('rl
nr(rrr,( rur i,rl rrrlr, .t. h0rt li,r tltt,sr., .rttir itirs.

t,rrrt,rgcd, lr'rl lrv tht, Norclic t it it's - Skrckltolm,
I lclsinki, .rrrtl Copcnlr.rgen, but also ch.rr.rctt'rising
Lonclon/Tha nrcs \'.r I lcr'/C.rmbrid gc .rncl N'l un ich.
ln tltc.rtlr aner'tl L,c()r'l()nlics of A\ia Tokvo, ()saka,
St'oul, Sittg.tl.rore, nnd l.ripci .rll Ir.rve rr,'ell rlcvel-
opetl techrrologv sectors.

''lt'oltrtiott /.(!rl,/i'()tt( f " JTrt'trlisls 'l'l.rc .rtrilitY k)
itln,,\,ll(' rrill pl.rr J kr'\ r l(, in tllc (,)nlinur'(i
tlt'vekrpnrcnI of tcchnologv-rich citics, anrl tl.rc
rvorlcii cristing technologv clrrstcrs lt.tvr' .r ll()()cl
ht'.rtl st.rrt. 13trt sigrriiicarrth; .'t t'runtber of citics in
rlt'r'cloping,rntl tr.rnsitiort ec()n()nrit's h.rvt' strong
in n()\,.rti()r'r lr.rses. Tcl Avir,,is orrc rrI tl.re bcsl t'x.tm-

1.rlcs, but l\loscol, Ilcijing, and t.r'cn Trfiran .rll
lravc rvcll t'tltrcaterl p()pul.rti(nr\, high Ir'r'cls of
ll&D er1't'nrl itrr re, .rncl la rgc nrr nrbt,r of rcst,.r rchcrs
.rrrtl scicncr.' graclu.rtcs, rvhich conrtrincrl n'ith the
Lr ppropri.rtc conln]u r'r ia.) ti()ns inf rastructrr rc .tncl
[-rrrsine'ss t'rrvironnrcnt coultl Potcnti.rllv pr()pel
I henr to t'cononric liit-o[f.

"l:r'olutiotr I.,.'aprfrlrgl'1.." [relit'r't, th.rt citics in
tlcrcloPitlg .tttr.l tr.rtrsitirrrr c()untri('\ u'ill ust' tcch-
rrrrlogt to lt'aP [11vg tlrt' eonverrtion.rl rc(]Ll ir(,n1cnts
oI phvsic.rl Ir.u]sp()rt .rncl conr nrtrrrications infra-
structurc t() ar('itc i nc\\' lrrecd oi compctitir,'t'citr'.
\\'hcrc tlrt' nr.rjor ll rrulti-n.rtion.rls pl.rcr' thcir
nrartufactrrring .rnd Il&l) i.rcilitit's c.rn oftcn pr6-
vi(le thc c.rt.rlvst f()r tt'chnologr,-led grolvth. For
('\.rnlpl(r, in l9li9 lntcl's clr(rict. oi (lrcatt'r I)trlrlin
trrr its l.rrgcst rn.rnu[n(lrlring [rl.rnt orrtsit]c the U.S.,
\\',rs .r c()nlrilrut()rv f.rctor to tht'grorvth of thc IT
seet()r in l)trtrlirr cltrrirrB the 1990s. lVe arc sccing
tl'tt' s.tlnc h.rpgr(,n1ng in S.rrr Jose in Cost.r Ilica,
rrIrich u.rs ch()s('rt in l99(r [or lntel's nr.tin
nlicr()clrip pl.rnt in I-.rtir'r Amcricn,.rncl m()sl r('ccnt-
Iv in 2(100 thc opcnillg of a m.rjor softn.rre tlcvcl-
()pm('nt (('nlrc bv Intcl in Nizhni Novgorocl
(llussi.r's thirtl largt'st citt; forntcrlt knorvrr .rs
(irrrki) coulrl irnp.rct on this citv in thc samt'rr,.rr'.

lJut rvh.rt rvill r.lrivc the Pcrfornr.rrrcc of citit's irr an
cr.r \\'ltr(' tt'chrrologv is alrunclant [.rut x he rt. skills
arc in slrort suppl\'? ('itics in srrnrc clevcloping
('c()nonlies lra"'c a conrPetitivt' .rrlv.rntagc in this
rt'spcct. Inclia, for cxanrlrlc lr.rs tleYclop.recl .r rlcgrec
oI origin.rlilv in thc tielrls of tccl]n()l()g\' .rrr,.l irrtr,l-
It'ettt.rl restitreh,.rntl at thc s.rnre tinre has.rrr .rlrun-
r.l.rnct of krrv-cost, ski llt'cl, IT-t rairrccl m.trrlrolver.
As a rcsult, citics such.rs Mumtr.ri(l]omb.rr'), I)clhi,
I3.utg.rlorc (tht' Silicon \'.rllcv oi India), Hvtlt'rat.rarl,
.rtrr,l Chcnrrai h.tt'o bct,rt successiul in recent vcars
in .rllr.l(tir'rll I I arrtl t' rttaet cerrtrr' .rr tivitit's.

Over tlrc p.rst clt,carle x,c lr.r"'c seen tlrt'emergcnct,
of " tcchnologr'- rich " citics irr North Antcric.r, strelr
S.rrr J: r.tncisco/Si I icon \'.r I Icr', Llostr rn, St'attle, San
Dicgo, It.rlcigh-I)urh.rnl, Nlinnr.rpolis, l).rll.rs, antl
Austin. In Northern Errrol-e, .1 simil.rr trtnrl lras
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Prrs/ ('r4rrlalist Ltrrrrr,rlrsis Irin.rllv th(' p()st c.rpitnl-
ist vi(,\\, rr..l\' [rt, tlrat tl.rt' Wcstcrn nrotlt'l of glotr.rli-
s.rtiorr ancl gron'th is rrnstrstain.rtrlc, antl that crrnt-
nrcrcc rlill rcvt.rt to loc.tl gron'th.rrrtl ktcll contrrtl,
antl tht,rcfolt' fragmcrrtirrg propertv nr.rrkets. l'ht'
issut, of sust.tin.rble rievt'lopnrcnt Iras [rt't'n brttuSht
into rlrarp rclict bv tht' loh.rrncstrurg \\irrlcl
Strrrrnrit 2002, .rrrtl m.rnv tlevelopirrg countri('s,
nr()sl rccentlv in l,.rtin Anrcric.r, are (lu('stioning thc
fr(,e-nrarkct r)r()clcl ()f r'conomic tle vclop-rmt'nt,
rvhilc .r rrrrnrl,r,r of Northt,rn Europc.l11 cities (such
as llt'lsinki, Stocklrolnr, .rntl Copcnlrd$gn1 hal'('
acti\,('lv pronr()lcrl, .rntl art' trving harcl kr clcli",cr,
thc arivant.tgt's of soci.rl .rtrr'l cnvironnrcnt.tl stt,r-
t.r ir r.r [r i lit\'.

()ur .rrralvsis .rrrr.l its rt,srrlts, so far hi'tvt'[rt't'tr
rrn.rsh.rnrcdlv t'eortonricallr' [-rasecl. I:corromic pros-

lrcritv h.rs [.rct'n tht' unclt'rstantlablc nr.rinst.l\' itl .r

cit\''s .rrmorlrv in .rttr.lctiltll irt"cstors .tnc1 rtcctt-

1.riers, btrt tl.tt' propcrty st'ctttr shoulrl bc tlutstiott-
irrg thc trarlitiorr.rl onc-tlinrensiorl.lI,rssunlpti()ns
.rLroul strcccss. ,\ ncrv cl.rss of citt' nr.rt enrerge
clrcour.rgcrl bv a tliffert'nt set of tlrivcrs rllrcrc
w,c,rltlr ancl ('c()n()nrics .lr(' .l c()nsc(lucncc r.rtlrer
llr.ttt ,t 1.1;11' ()hi('r ti\1'rrf Arrrrtth.

NEXT STEPS OF "WORLD
WINNING CITIES" PROJECT
It is likclv that tl.rc tliflt'rcnt tlrcorics of urbar.t
clcr t'Irl.rmcrrt rlill not bc nrutu.rllv c\alusivc, .u1d

tr ntlc rst.rnrl ing thc ncu' cvrlution.rrv moclcls for
clifiercnt citics irr cliffcrcnt countrics is crucial to
()ptinlising loc.rtion .rnrl ir.rvt'stnrt'rrt clccisiolrs.
U n cl e rst.rntl ing tlrc rolt' of propcrtv k).r cit\''\
ftrttrrc beconrcs cvcn m()rc inrport.lnl.

TIre iirm is currcntlv builtiing a pr()prietarv dntn-
trasc of Kcv I'r.'riormancc lntlic.rtors t() provide tl]c
corrtr.r t [or iorrr'.rrtl-lookin g .rnal\'si\. !\i, ..rrt' tcst-
irrg tlrr' 1'111{11111,,.rbilitrcr,,I mairr' .litltrcnt,lrr*-
tcrs of rnt'.rsurcs. \\'c .rrt' Ixrking to rcye.rl ncu
rclationshil.rs bctrlccn intlicators tlr.rt .rrc critical to
.r cit\"s succr'ss rren' insights for tlrc rc.rl t'st.ttt'
invt'stot occtrPier or tlcvt'krpcr- reflt'ctive not ir.rst
of .r one-tlinrt'nsiorr.rl \'Vcstr:rn rrtoclul of citv
grorlth, blrt oi thc richncss of f.rctors th.rt tlrivc
urt-ran rlt'n.rnrics.rcross tlrt'rvorltl. So \\'c c.llr c.rp-
trrrc thc cssence of succcss for rvorltl cities, wlriclr
f tr llv acknorv lctl gr thci r tl ivcrsc st.tkr'holcler ittter-
ests .rnrl thcir r.liftcre nt ricvt'lofrmcnt ot.rjcctir cs.

I lrc "lVorkl \\'inning ('itic:i" pr()jcct u'ill rlt.r'ekrp ..t

nerv set oI n]ctrics, b('nclrnr.rrks, antl .lnnlvtical
trrrls to.rlktrl tts ttt:
r I)cscribc .rrrtl nra1.r iuturc charrgcs in ailv for-

t u nes.
I Motlel anrl preclict thc next g('ncr.rtior.t of rising

st.trs.rncl thcir prorlrotion to tht'rvorltl citv st.rgc.
r I'rctlict thc incvitat.rlc rcleg.lti()rls th.rt u ill occur

t()r s()nrc cities.
I An.rlvst'thc consc(luulccs ior re.rl cstatc nr.rrkcts

of ch.rnging citv i()rtunes antl to prt'rliet tlrcnr
aheacl oi tlrc cun't'.

()ur so.rrch for thc cssrnce of conr peti ti",crrcss is
routing us .r\\'.\' fr()nl thc tr.rditi(nr.ll cit\', \r'itlr its
stc.rclr', rt'.rsonablv pr('rlict.rble nr.rrkcts, to tlrc fast
vibrant, technokrgv rich citv of thc futurc rvlrr:rc
turtranis.ttion ancl inlirrnr.rtion go hand in lranci to
crcate n('\\' citY fornrs .rncl ttrnctions. Antl trom
rvlrich rve nrar'.rll Lrc surpriscd.rbout tlrc frrture
irlcntitv rr[ .rt lc.]st s()nlc of tlrt' \Vorld's "rvirrning
citics" ol the 2lst Centurv.

Appendix 1 -City Coverage

Americas
1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

24

25

26

27

Atlanta
Baltimore

Boston

Charlotte
Chicago

Cincinn ati

Cleveland

Dallas

Denver

Detroit
HoLrston

lndianapolis

Kansas City

Las Vegas

Los Angeles

Miaml

Mi waukee

Minneapol s

Montreal

New York

Orla ndo

Philadelphia

Phoenix

Pittsburgh

Portlan d

Raleig h

Sacramento
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28

29

30

32

33

34

35

36

37

39

40

Asia-Pacific
41

44

45

46

48

49

50

St Louis

San Diego

San Francisco

Seattle

Tampa

Toronto

Wash ngton DC

Buenos Aires

Mexico City

Rio de Janeiro

Santiago

Sao Paulo

Amsterdam
Athens

Barcelona

Berlin

Birm ing ham

Brussels

Cologne
Copenhagen

Dubl n

Dusseldorf Ruhr

Edinburgh

Frankfurt am Main

Geneva

Glasgow

Ham bu rg

He sinki

lstan bu I

Lisbon

London

Luxembourg

Lyon

Madrid
Manchester

M ilan

M unlch

Oso
Paris

Rome

Stockholm

Vienna

Zurich

Budapest

Moscow

Prague

Sa nt Petersburg

Dubai

Europe, Middle-East and Africa

31

64

65

66

61

68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

85

86

87

88

89

90

91

92

93

94

95

96

97

98

99

100

47

51

Bangalore

Ba ng kok

Beijing

Delhi

Guangzhou

Hong Kong

Kua a Lumpur

Man la

Mumbai/Bomb,ay

Osaka-Kobe

Seou I

Shangha

5 in gapore
Ta ipei

Tokyo

Adela de

Auc k la nd

Brisbane

Canberra City

Me lbou rn e

Perth

Sydney

Wel ington

52

53

54

55

56

57

58

59

60

62

63
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t-f1lrr. .rrtre[' ir [',rrt'tl rrlr,'rr th,. l.r]l Ni\i'n .rl tlrt'(,lol,.rl Citi,,. ,,,rr-

I t..r.'rrcc irr lJrxh'n, N1.r. rn Septenr[,cr 2(X]2. It Iorrks.tt ltorv rve

I rrrc;rsurt. citi('\ .rr)rl tl)( ir.np,rct rrl Asia-lhcific rrrr trrban ch,rrrge.
\\'h.rt is the role trf cities torlav anrl .rrt' trr[.r.tn rcgions consolitl.tting?
f-nvir()nnrcnt.rl srrstain.r[rilil,, i. incrc.rsingll imp(]rt.rnt .rntl rrl.rtc tir
rirriotrs sccn.rrios t()r thc iulrrre. Hon'cvt,r, thc citr; antl its lrl.rct,irr his-
h)r\; is.rs inrport.rrt krtl.rv as it \\'.1s 2()0t) \'('.rrs.rll().

()nt'inr,rgc oi th('(itv of thc tuturc is ont'rlorrrin.rtctl [rr'glol,al [.r.rnds
streh.rs \lcDorral.l's, Coc.r ('rrla, St.rrbucls Cofice, antl KcntucLv Irrit'el
ChicLen. r\ll tht' rcsitlents rlrivt' glo[ral [rrantl cars strr'lt.ts l:orti or
(lt'rrr.'ral Motors or Niss.rrr or IIMW .rtrtl ilv to.rnrl fronr cities in glob.rl
[.rranri aircraft elt'sittrccl bv li,t'ing or tht' liuro -,\irt tt..

Suclt int.rges rt'[Tlar'e thost'ol tlrt'crrlt] u'.r r t t'.t rs trct rlt'ctt l950.ttt(l l()t)0;

thorrsantls of l.rrrtl tanks f.reing c.rch othcr across []trro[.,e or Asia havc
[.ru'rr rt'pl.rccr.l lrv tlrt' im.rHe o[.rn inr',rsiorr oI corprrr,rte capit.rlisnr in
('\'('r\' (\)IIntIv ol lllt' lr'tlrlrl.
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MEASURING CITIES
Tlrc simplistic \\,av t() measurc cities is hv their
[r(,Ptll.ltitln. I l(\\\'('\'( r, tlrir r.rist's \',lrir)ll\ ii\(l( {,
:iuch as clefining n'hat is tl.tr: bounclarl, of a citv.
Tablc I lists.rn ccon()mist vicu,of thc l.rrgcst citics
in the rvorlrl, but ignorcs thc concept of citv
rcgiorrs. Botl.r l-onclon ancl I'aris arc part of citv
rcgions cxccccling 2{) million peoplc.

What is noticcablc frorn thc abovc is that thc r.rnk
ing of qu.rlitv of liti,, r.vith V.rncouver being the
.rttractive citv in terms of qualitv of lifc, cloes not
.rpPc.rr in l.rrgc citics. ls there is art invcrsc correl.r-
tion; l.rrge citics.rrc n()t necessar\.grntl prlaces to
lir,,t'?

ASIA-PACIFIC AND URBAN CHANGE
Dtrring thc l9ll0s.rncl 1990s "thc Asia Tigcrs" citics
gre\r cn()rn()uslv in tcrnrs of population .rnrl
u'calth inclucling Munrbai, C.rlcu tta ancl Sl.rangl.r.ri
shon'n.rtrove. As a result of fin.rr.rcial tleregulation
anrl gJob.ll isation, Asia-P.rcific sarv ertraotdin.trv
economic gron'tl.r n,hich resulterl in tlrcir propcrtl'
nrarkets growing in parallel. ln thr-'micl 1990s tl.ris
proc('ss c.)m(, to a l.r,rlt. Several countrit's cxperi-
encctl .r frropcrtv slrrmp antl crlrrcncv clcr,.rlrrations
plus a serie's of b.rnking crisL's. As.r rcsult, proper-
tv rents fcll. As T.rblc 2 shor'r,s, in rcal tcrms intlus-
trial rent.rl values .rre toclat consirlerablr' lou'er
th.rn tl-rcr'\\'cre scvcn vcalrs ago.

Further analvsis from thc King Sttrrgc Clobal
'lierrcls Sun,cr, ('lable 3) shorvs major rent.rl tliffcr-
cnccs for botl.r tl.rc. officc .rncl intltrstrial nr.rrkcts
.rcross the u'orlrl.

As'lables 2.rncl 3 shorr,, intlustri.rl ;rropertv lr.rs
f.rllcn in rnlLrt'in thc Asi.r-l'acific rcgion; it is
non'aclat's seven tinlcs nl()rt oxp('nsivL'to rr'nt.ul
inrlustrial builcling in l-ontlon (nc\t t() I Icltlrro\'\'
Airpo111 conr1.r.rp('d u'ith Shor.rgl.r.ri. l Iorvcve r,
evcn u'ithin Errropc thcre .lrc ()nc ()r t\\'o (lrc.rs,

such as Lille, rvherc inclustrial rent:i.rre nr()(ler-
.rtclv lorr,. l-ikcrvisc, in tl.re officc m.rrkr.,t it is mucl.r
che.ry,cv 11v rent .rn officr: building in Ku.rla
Lunrpur than in thc UK.

This .rrr.rlvsis tells us trvo thirrgs; cerLrin major
financial citic's such.rs I-onrion ancl Ilor.rg Kong c.rn
comnr.rncl en()rnr()uri rcnts rcl.ltive to other loc.r-
tions in tl.re x,orlcl. Scconrllr,, tht'cost tliffercnti.rls
of ccrLrin locatior.rs in Asi.r [).rcific nlako thL'n1 thc
()lrvi,,u. lr\irli()n largr..tr l r I'r\\ (r,\l nr.)r'rtrln\'lrrr
ing facilitics. Asi.r-l'acific is incrcasinglv bccoming

thc manufach.rring zonc of the global ccononl\,
u,ith manufacturing empkrvmcnt clorvnsizing in
many North Amcrican .rncl Etrnrpc.rn c()untrics.

This rc.rsoning is rcflcctcd in thc King Sturgc
an.rlt'sis of global u'orkplace locations (Figure 1).

As the chart shorvs, rorrtine mantrfacturing can bc
in ar.rr, part of the global L)conolrl!'rvhcrt'costs arr'
cheap. Thcrt'is r.ro partictrlar neccl tbr f.rcc to facc
intr:racti()n. Heavv manlr f.tctu ring increasingly
t.rkos pl;1r;f ir.r Chirra and Asia-l)acific.

Bv c()ntr.rst, complcx facc to face negotiations, ofter.r
re'cluiring legal clocumcnt.rtion, ncecls to bc clone in
nr.rjor cities such as Lontlor.t ar.tcl Nelv York.

TI.ris prroximitv-w'ork frrnctiolr matrix helps us
runrlerstand the role of clifferent cities in clifferent
parts of thc. gkrbal cconomt..

CONSOLIDATION OR URBAN REGIONS
As .r rcsult of glob.rlisation, antl thc strivc for cost
efficier.rcv .rr.rcl gre.rter procluctivitr,, ccrtain citv
st.rt('s ar(, hccoming morc inlportant. Incrc.rsingl\i
it is n()t c()untrics but citv regions rvl.ticl.t form tlre
cconomic ncth'()rk of tl.rc gkrbal economv. As the
c.rrlier t.rblc rlcmonstrrtctl, Lille is far less impror-
t.lnt an(l c(nrmancls mr.rch lo*'tr rents than Paris,
tleslritc both cities bting in Nortlrern France.

-flrc t.rke-rrp of office space in mljor cities inclrrtl-
ing Paris in Europl (gr,,qp cltrring 2001)o'"'cr thc last
forrr vcars has becn much higher than in thc carlv
1990s. As thc follou,ing forocast tablc slrggosts
(Table.l), this trentl is likelv to continue. Cities, not
countries, ,rncl citv rcgions rvill incrc;rsinglv
lrcconrc the foctrs of cconomic .rctivitv as thc gkrb-
a I ccortontv bccome's incre'.rsingl v cl t'prt'nclt'nt on
tlrc scrvicc sect()r.

Table 4: Euro-City Office
Take-up pa: million m'?

10 Year Avg to 2001

London-Central '1.0

Paris-lle de France 1.6

Frankfrrrt 0 4

Amsterdam 0.3

Madrid 0.4
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Thc tlc'"'ckrpmcnt of s()ftware is.rnother phcnomc-
non of tlre glob.rl economv. This cloes not necessarv
rt tluirt, f.rce to f.rcc cont.rct, but rc(luirL's "thinking"
time.

5 Year Avg. from 2002

1.2

1.1

0.5

o.32

0.42
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Figure 1

Brussels 0.4 0.56
Srralcr': Rr'n/ llstdir'fo,rtrls/ Lirl & (r,,S Slr/,.qr', lrtuurtl )01))

The consolidatior.r of citics, ancl the grow,th of the
servicc se'ctor ilt the cxpcnsc of the manufacturing
sector, u,ill rcsult in the greatcr ncctl for not only
of f ice btrildings, but also rcsiclct.rtial builclings .rncl
goocl transport svstems. Indeed, thc wholc infra-
structure of citics r,vill need to be improvetl if this
consoliclation is to bc sncccssful. Such consolicla-
tion involves schools, hospitals, and leisurr: facili-
tics. Ancl linked to this consoliclation is thc nct'cl for
industrial clistribution fncilities to support thcsc
mega citv re gion complexes.

ENVIRONMENTAL SUSTAINABILITY
Thc consoliclation of cities leacls on to onc of the
major challcngcs of the global economri th.rt of
environmental sustainabilitrr

A simplc clefinition of environmental sustainabili-
ty is that "a building must be capable of fulfilling

One image of the city of the luture is one

dominated by global brands strch as

McDonald's, Coca Cola, Starbucks Coffee

afld Kentucky Fried Chicken . . . Strch

images replnce those of the cold lufir Veals
betzueen 1950 and '1990; thousands of ldrtd

tanks facing each other across Europe or
Asia haz:e beer replnced by the image of at

iraasiott of cotporate capitalisrn in ezsery

countrV of tlrc zuorld.

toclav'-s nccds rvithout prejutlicing futrrrc gcncra-
tions." This simplc st.rtcmcnt is easy to make but
I.rartler hr justify. It is clear totlav that gkrbal rvarm-
ing is an increasinglv important issue. The folkx,r'
ing table' demorrstrates this trcncl.

Temperature: Deviation f rom Average
(Degree Celsius-Global)

1850 0.4

1880 -O.2

1 900 -o.2

1920 -0.3

1940 -0.05

1960 0.0

1980 0.0

2000 +0.4

S(),/,-.r': /,r/(','t()i,(,-,llL'u lrtl ['rtrrL'l ort ClinrrlL' Clttt tgL

One of the causes of gkrb.rl warming is thc increas-
ing cmissions of carbon clioxitle. Although tl.rcre
.rre a numbcr of gascs which can be taken int()
account, the one r,vhich is incrcasinglv important is
carbon tlioxidc whcn consitle'ring the issue of envi-
ronmental sustainability.

Carbon Dioxide
Year o/o Atmosphere

1900 0.028

2000 0.035

Sr)r/,'aa: /,,1i','(oi,(,r,,,rt,htl l'nt],.l ntr C/rrrnlt, C/rrrrr.qL,

Some rvork unclertaken at King Sturgc, looking at
the energv usecl b1, buildings, clivi,.les energy con-
sunlpti(nr t() three elcmr'nts; r'mbocliecl energv
use(i in c()nstructing a builcling, cncrgv in usc cl;ry
kr clay ancl energv usecl transporting empkrt.ees to
antl from an officc builcling.
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Air-Con oulof-town

Arr-Con rn-lown

Old Non Air-Con nlown

10,000 40,oo0 14,112 64,112

10,000 40,000 7,584 57,584

2,000 14,000 7,584 23,s84

Energy and Of f ices:
per person Kg CO2 per 10 mr over 20 years

Embodied n-Use Transport Total

is olcr-\\'rit t('r'r L.r' thc issr,rt'of e rrlironmt'n t.t l strs-
t.r in.r b ilit v tl iscusscrl .rt,ovc.

Onc sct'n.rrio is that the rvorltl *'ill bccont,.' nrore
unrulr'. lhc "[,orrls of Misrult/' scen.rri() suggcsts
tl.r.rt, irr l5 \'('nrs tinlc intcrnation.rl tcrrorisnr .rntl
rrrb.rn erinrt,rvill both lrecornc f.rr morr ir]rp()rt.rnt
.rncl mort'rviclcspre.rcl th.ln tht'\'.1rc k)dn\'. In p.rrts
of thr rlorlrl, srrch.rs ltlh.rnrrt'strurg or Nloscorr',
urb.ln arinre is alre.rclv a nrajor 1.r11rblgm.

A secontl scen.rrio is that lht. "B.rzaar" rvill t.rke
ovt'r tht"n'orlcl. Thc rtrrltl is incrc.rsinglv clornin.rt-
etl br' .r nrarket l.lace. Nl.rior Elot,.rl br.rntls, rt'ft,rrt'tl
to in thc introrluction to this.rrticlc, incltrcling
McDon.rltl!, lircing, l.oekht't'tl, Exxon, Shell ()il
ancl BI'rvill, rftrmin.rtc not onlv the econonry of lhe
n'orltl trut .rlso politics. lhosc uho carn nrosl rvill
p..ry tht' l.roliliei..rns and cr['rt'ct p()litici.rns t() c(\)p-
er.rtr' \\'illl lhr',rmbitions rri tlrcsc glob.rl c()rnp.urics.

A thirr.l set,nario is that oi "Socr.rtic svstcnrs" rvlrerc
bv x'c all Ic.rnr krgethcr antl hrlkrrv the tlroughts of
the (lrt'r'k [.rhikrso]rher Soeralcs. Making trst'of thc
intcrnt't, rYt'lt'arning togcther; \\,c gcncr.rte .r lrett(,r
u'orlrl u'hich is troth saft,r arrr.l crc.ltL's.r betler (]u.rl-
it\' ()t litc for.rll nrankirrtl.

\VI.riclr t'r't'r of the thrqt' \c('n.rri()s ciomin.ttt'cities
of tlrc iutrrrc, .rnrl the re.rlitr,, is th.rt .r nrixtrrrc of
thesc set'n.rrios anel others nr.rv tr.rnspire, thc
.rncicrrl rvorlcl h.rs muclr t() tc.rch us. Somc of tl-te

building blrcks of thc.rneit,nt rvorltl srrch .rs l.krnrc
,lrr, \('t ()ut as follr.rl s.

Ancient Rome: Important Buildings
The Forum

Religious Buildings

- Po ltica Buildings
- Judicia 'Admin strative Bu d ngs

Agora Marketp ace

Sports Stadia

Odeon - Smaller Theatre

Baths and Gymnasium - sport centre

Library ("mens sana in corpore sano")

In .rrrv nrajrrr citv in thc rlorltl totl.tr; tht'lrtrildirrg
blocks rri Ancit'nt Ibnrc c.rn lrc sccn. All nr.rjor
cities ncetl religious trrrilrlinlSs rvhethcr thcv bc
Butldhisl sttrpors, Islanric nr()s(lues or Christi.rn
cathetl ra Is.

I).rrli.rnrt'ntan t'triltlin8s.rrc crlu.rllv import.rnt .rntl
sonrr countrics strch.rs N.'lalavsi.r .rre builtling.r

r\s tlrc. Lrblc ,rtrovc sl-tou s, ,r nt.rr' .r ir-contl itionctl
builtling irr Nrrrtht'rn Eurol.rt', orrtsirle the tratli-
lional tox'rr et'ntrt', relving orr ro.rcl tr.rnsport is a

g.rs gttzzler. It g('r'r('r.ltcs .l \'.1\t .)nl()unt of c.rrlrorr
tl ior itle ovcr.r l0-\'t'.rr pcri()d.

I\' eontr.rst, .r rron .ri r-contl itit,nt.tl rt'itr rbishctl olcl
[,trilcling, irt.t trr*'r'r (cl]tre, g('r1(,rJlcs lcss th.rn haII
lhc carbon rlioriirlc of a br.rntl nt'rv otrt-of-torvlr
otf icc btr ilcl in g ovcr .t 2()-r'ca r l.reriotl.

It is this tr'y.rc ol .ur.rlvsis rllrich rvill [rt' incrc.rsinli
lv inrp()rt.rnt trr trntlcrst.rncl thc itrttrrc. Eyen so,

incrt'.-tsirtg earLron tlioritle rvill incrt'.rsc .rtmosl-rlrcr
ic w.rter \tp()[rr, cr('.ltc grent(,r clinr.rtic ch.lng('.rn(l
u,c.rther inst.rbilit\,. fhis',,ol.rlility ancl glolral
rr'.rrming irrrp.t11 11 111 cre.ttc nr()rc tlrotrBhts .rnrl

rrrrling (strch .rs in I'r.rgrrc during 20()2) .rntl l ill
rc\ult in sc.r levcls rising.rs the polar icc c.rprs nrclt.
Ilr.rt rtill tlrt rr It'.rti 1,, thr-' [,,ll,,rr rrrg:

Flooding: High Risk Regions
Venice, ltaly

Tokyo, Japan

South Texas, U S

Bangkok, Thailand

Abu Dhabi, UAE

Dub,ai, UAE

London, UK

Nether ands

New York, U.S.

5,,rrr',r'r /,rrr,..\l,,rrill //,,rr i() l,),,i,r./ ll)l,j

It is intcrqslinll th.rt cert.rin citics rvhich havt'

llro\\'n cn()rnr()uslV irr rcccnt t,tirrs, either in tcrnts
()l populati()r1 or in terms of tvt..rltlr, (or both) arc
.rlso citics rvhich art'rnost vtrlncratrlc to clt.rngcs irr
thc glob.rl cnv ir()nr)lcnt.

CLOBAL SCENARIOS
AND CITIES IN HISTORY
Ir'rtornati(n.rl rt'scarch untlert.rkt'rr bv Kilg $1q1g1'

in c()nnecti()rr rr itlr tl.rc I)trtrlin Institutt' of
Ii,cl.tnologv sulll+st\ tlrat thcrq rrrar' [Tr threc rr'.r|s
,,i l,,rrkrrtF.)l tlr(' lulur('. [.trt r,arh,'itltt'.r. \r1.rr.lri;,.

J()URNAL o[ Rt,,rt Esr,rrr Por(T[()t t() M^NAcErtrNT, Voluttrt 6, Nuntbt'r I'our,2002 ,('6



\\'l'r()lc ne\\' (il\ t().rcc()nrnr()rlatr.' thc politic.rl .rnrl
judicial builtlings trrr tl.rc [ulr.rtt'. ( itr g()\ ('rt]Lrn.(',
al)rrr'rtrY ll()\'('nr(l11a(' .1nd $l(rl).)I govcrn.rnce NiII
rc(juirc .r(lr'r'rinislr'.rt()rs .I)(l [rLriltlings i0r thosc
.rtl nrirristr.rtors.

.,\ll citics .rrc nr.rrlct pl.rct'r irr thc st.r'rsc tlrnt tlrr'\

.rrt' l'hcre p(\)plr nrcct t() c\(h.rnllc iclc.rs anrl
grutls. SIrrr[r].ing ccntrc\ .)r'r(l slropPirrg .11..'1t
(both in-t()\\'n .rnrl out-ot-torln) rr,ill [,c.rn incrr'.rs-
inglv in'rp()rl.ult [)nrt ()f n tl']rivir)ll ( it\'.

Sport is alir',.' totlar' ..rs il u.rs in the .rr(i('rrl
()lvnrpic er.r. Sp()rt:. st.rtli.r rtrth .rr thc ()lvnrpic
St.rtliunr in Srrlnt,r or thc nt'rv sp1r115 f.rcilitic. irr
( lt'r'r'l.tntl, ()ltio or thu t'tt'ruc lor tlrc rcct'nt ftxrtlrall
rlorlcl cup in Nruthern Ilrlis, rvill rr'nr.lir'r p.rrl ()l

the trrb.rn fal,rir'.

l.cistrrc .rntl r.nt('rt.rinnrrr'rt rrill [rt, .rrr (]n-g()inS
tlrcnrc ()t.rll citit':, incltrtling tirrt.nr.r: arrtl thc.rtrt,s.
In rccent ve.rrs tlrt'rc lr.rs lrccn llrr,tlt'relo[-rnrcnl ol
rnrrltiplcr tirrt'nr.r Ioc.rtions, ()ll('r'r illc()rp()r.rtirrg
othcr f.rcilitit's inclutling sp()rl\ [,r(ilities. (',1lth

arrtl fitnt'ss is a tlrt'me rvhir'h nrns tlrrough citit''
( )\'r,r nr.) r'r \ rrr iIIt.r r rr i.r.

llrc rolt'ol r-lrlttrrt', .rrrtl tl'r(' ((n'rr'('Pt tlt.r ht'.tltlrr
nrinrl rlithin .r he.rltlrv borlv rrill prcr'.ril, lrr .r

gr(iltcr ()r lt'sscr crtcr-tt, ()\,cr thi\ B('n('rJti()r'r .)n(l
f()r m.lll\' gen('r.rli()lts t() c()ln('.

Ilrt' glo[.al eilv totlar; l hilst t'rPt,rit'ncirrg a rrtrrrr-
lrer of chanst'', ir Lr.rscrl orr thc glrbal citv oi rt's-
tt'rrl.rr. -[-hr.' 

'rrtrtss ,rncl failrrrc ol eities like Iionrt'
or r\tlrens still lr.rvt' rr.ruclr Io tt..rclr Lrs in tlrt' 2lsl
( (,n turv.

References:
(,,,h.r1 lir..r lrr.rr,.\\,.rj.,r LL. k,,r,l\r,,r,1, I Lrl

(,1,,1..r1 lnJ!.ll].,1 .,r,1{ ),r,., litJrr. |.,r,: \r(Lr::( lL,'l.L,l
\,,1,,r,, \,r,,r, l\|, rr llrnrinL,, :Lrlrl

l'1'( l!,1 \\L'rl,j u l rl,,,(. llk l(trrin,rn .1r11

I l,' t tr I rt, t,rt I (,,,r/, r,, /1,,.r,,,.. l.rnr,, \lt', j(.11. (,N,.f
l'!l.li'hin! I l,l. lrrrrl
\i,rr,',r/t r//rrir.rrJ lrr \ .ri,r,r,-r'rri /i, rlrr i l)ll,rNkLjr \ll
1,,\ r'. I ll 1,,\ ,,- l,,,rlr.(.il] I\rt.lr..,l ,,r. 'r$
l,,rrr- rr I lr,. (, nrlr rrir,: r,,r \Lir\ r\.rl \r,tLr. \1, lnl,,.h / i.i \

r",rr \rJ , / ^ rr |','r,irrrr lJnr,.l,,.,l,'L ()\1,,r\l L lj IL L

s7 RlAr Esr \r r lsstfs, Ftll/l\linltr 2002



Ily ,4latt 1{. l\1rr rgrr

ABOUT TtIE AUTHOR
Alan Winger, Ph.D., r' rr .(),riri/i
tut! nttLl it rrln it .L't ilrt ntt rrnl
('!lrlir', aarnlrr,,lr(.. Lul linLutct. llt
ltt: LrrLlhLtt'L'l :r,rrrr',.i Irrlrlis/rrt/
ntlitlL's tt d /lrlr'r' lrrrrrIs. l!irr,qr'r.
ltr* pt'tliously lnltl yo.iliott; rtillt
t)ttttral l ln lrir lltr LtLltrrl
/i, ','r.;,, ,rr,/ llt, l ,,1, rnl IlnDl,'
L'rttt ll/lnl \v'1r 1.(f t||nll:
a,itl1r'r'nlu, 1,/l, qlrt''.lr'i t

/-t rrt'r.rl \(\rr'\ .rgll thi\ l,,u l.rl putrlishctl .rn artielt'of nlint't'tllitlt'el

\"\t'rtlrL'r,\rr.rv L)[lrcr. \l,.r.t' .rs !\rc Knrrrv lt lrxlar'?" Tl'tt' conet'rrt
L-lin tht' .u li( [. !\'.r\ \\'ilh the p()tcnti.rl inrpact oi thc tlevt'loPitrg
in[ornr.rtion teehrrokrgicr orr ollict'sp.lcr'. ln]pli(it in the title \\',1\ the
n()tion th.rt this technologv r'()ul(l nr.rkc oilice rpae(, .ts ur.'krrorv it
iocl.rv irrr'lt,r'ant to the nct'r.ls ol torrrorrou's [rtrsiltt'ss ()rg.lnil.rti()n\. I lrr'
conclu.iorr rr ar that u hilt' rrrrthing likclv tr'.rs trr h.tp1.r1'ren ot er tlrt' t'tt'rt
cou[rlr of rlt.e.rtles, sigrritic.lnt eh.rnge rr.ts l.rossitrlt' ancl, inclt't'tl, r't'rt
likt'lv bcvontl t h.rI timr,.

A nunrt.rt,r oi things havc lralrPt.nt'tl sincc tlrt.tirnt'lhis.rrticlc tlas pub-
Iislrctl, r,nt. ol rr hich rr'.r. tlrt' prrblic.rtion oI o nr.rnr[',t'r ol sub\t.r]livc
an.rlr st'. of horr lrtrsirrcssrr ort'or shoulcl bc reslrrrnr'ling kr tht'tt'r.hnol-
1)g\'.rs it tlt'rt,1o1... .\ cart'ltrl rt'r'icrv of thcsr.sttrrlits miglrt suggt'st trr

s()nre th.rl I Lrnclercstinr.rtr'tl tlrc tjnrt th.lt it \r'ill tnkc ior this "tvitlrtring
d\\'a\"' t() takt'lrolcl, .rs n'cll as overestimatitrg tlrt'.rnrottnt of n'itlrt'ring
th.rt will oeetrr. I agree that thcrt, is grou'ing lrotlv o[ cvit]ence th.rl \ull-
gcsts n() Irint rrl arrv climilrr.rlion in the sp.rti.rl cltrstt'ring of in ionn.r ti( )r'l-

iiltcnsi\ (' at tir itit,s, sonrt.tIring that trotles rlt'll hrr thc tttiicc sp.ret' trrar-
ket as rvr'lnrrrl it tocl.rt'. Nr'r't'rtht'lcss, I stillst'c r't() rcis()tt n()l t() e\PCct
significant eh.rngc some tinrt.in tlrr,fr.rtr.rre. lt nrat t.rke nr()r('tinr('l() gct
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thcre than I('\ptct('(l c.rrlir'r, but tlrt, likclihLrrrtl that
Iong-tcrnr strlrr.llrral ch.1n$cs in thc ccononrv rlill
lrrirrg .rlr,,trt \rllrilr(.rnl *lrrrr lrrr.rl, lr.rrrgt' irr tlr,,
()fficc sp.rc(' nr.rrkt,t l.r..rs nol in nr\, \'ie\\' dir))in-
i.lrr'.1. Wlr.rt lr,llorr.s[rt.]lr,rtrt rrlrr ilr,rlcl on t,, tlri\
c()nclusi()lr.

THE NEW ECONOMY: IS IT A MYTH?
Ihe rcct'rrt [rtrrsting of the (l()t.(()rrr [rrrbblc irr tlrt'
n.rti()n's st()ck nrarket conr[rirrt'rl uitlr the rlisal,-
pcararnce o[ nrany if not nrost o[ tlrosc rlot.rrrlrr
[irnrs r.riserl rlrtt'slions in tht'rlintls of m.rnt .rs lo
tltr' rr,.tlitr, rl rtlt.tt rr.t. ()rr( r',.'.lIIlrI t lt,. rrt,rr L'i,,rt,,
nrr'. Ihc rcalitr, ()l a()ursc, is th.rt therc ncvcr \\'.r\.1
ne\\' ec()n()nrv ir'r thc scr-rsc oltt'rr rlt'scrihecl in tht'
hr'pc tl.rat .r((()nrp.rnie(l th(, ('rrr('rgencc ol lhc
tlot.com firnrs. Ihere is ct'rt.rirrlr' .r lot that is nt.rv
grritrg ort rrgltt rr,rrr, htrt rrlr.rls lr.r1,1',,r11na ;,'r ,;',.'
ec()nonl\' c.ll ill n() sqnsL' b(' ch.rra( t(,rilcd .rs .r r.rrl-
ical tlep.rrtrrrt' [ronr thc p.rst.

In tl.rc hr'1.rt' tl't,rt surrolrnrlctl the rapid grorlth in
rlttt.com [irnrs, therc surf.rccr.l n()li()ns th.lt \\'cr('
taken bv sonre .rs thc [rasie t.lcnrcnts of sueh
changc. ()ne o[ thcsr xrs thc rveakcning of hranrl
irlcntif ic.rtiorr. r\rrothcr rr'.rs tlt(' (l is.lpp(,.tr.rncc ()l
rrridtilenren. Ileing first in a rlorltl of i..rst-pact'r.l
inn()\'.lti(nr r\'.ls .) l\( ) cr.rnsitlcrrtl to [-rc .r critic.rl kt'r'
to success Lrt'e.rrrsr'it rrirs bclit'r't'rl tlr.rt the btrsint,ss
rvttrlcl n'.rs fast hccor.ning ont, in rvhich xirrners
takc all.

\Vhile the busirrcss l'orltl is clr.rrrging .rs it
rcsp()nd\ kr tht' oPPrrlfslitics br'ing proridcd bv
our r.rpitlh charrgirrg infrrrnr.rtion technokrgit,s,
lltcrc arc no strclr irrclic.rtions ol r.rrlic.rl clr.rngc.
Brar.rd irler.tt i f ieal ion h.rs not rvt,.rkt'rrccl. Thcrt' a rc
still n.ricltllcnrur.tncl amplc illustrations of thc tiis-
('rppe.1r(lnct' oi thosr rvho rvt'rt' iirst ilr the lrusincss
inrPl(,n1qn1.r 1i,r,t of sonre ot thc t,nrergirrg inforrrr.r
tion tcclrnolrgics.

'l'hcrc arc.rIso rrunrbers tl.rat lrt,lit'.rrrv kintl of ratl-
real clr.trtgt, in llrr' \lru(lur(' l llrr. ('(r,n()r)l\'.
Ilmpl6l'n1g111 tlata [rroken tlorvn trv tr'1-c oi intlus-
tr\' .rnd occupnti()n llive Lls.r rrrugh rc.rr-ling ot thc
stnlcturc ()t tl'r('('etrrrontt .-tntl in nt,itlter c.tsc tlo u'e
scc.rr.tv inriic.rtiorr of raclicaI eh.rrrgt.. [--nrplovnrt'rr t

irt tlre ninL'licr (1,ntrrur'(l tr) 'lrill .r\\'.1\ lr(,nl r)l.lnlr-
[.rcturing irrto services, but tht'changcs \\'ert, n()
grt'.tter tl.tan th()se th.lt occurrt'tl in tlrc 19tl0s ancl
rlcnotc tht' corrtiltu.rtion of a trcntl going [,.rck .r

h.rlt ccntur\' ()r n1()r('. Of c()Lrr\c, sonrt' of tltc recr'nt
shift into scrvicr.\ \\'.rs in .rctir itr gt,ncr.rllv con.itl-

Tlrc quest for sot,rcthi,rg ,rclu n .1 lretter,

espaci.tlhl in its anrly st,r.grs, /ends ofic iflto
o Tuorld fillad u,ith hnzirress; tt zoorld

loaded zoith antlriguities. Tlrcrt, ara no
,,ttt,tt tls to protidc tht trceded guidnnce.

Thert tre .feu, ltooks tlrat offer much in the

Ttltttl of corrcreta lrcly. What is raquirad is

insigltt ond imnginotiorr, nficlt of Tt ticlt
ctt,t oflhl bc .fornd the minds of altle

indiaiduals, zoho for reasols iust
discrtssed, su,:lhl lt,ork tlti,tgs

o t i,t co-located tc ,tts.

crecl to bt'.t kev part of tlrr.'nelv econonrv knoll-
etlge-orit'rrlt'rl .rctivit\'. llut.r c.rrt'ful ex.rntirr.rlior.r of
tht'rlata irrtlicatc th.rt closr'lo 75",, ot tlrc n.rti()r'l's
\\'()rki()r(-(, rcnr.rins in ()((up.rti()11s th.rt .lr('n'l in
th.rt cl.rss, r'.B. pcrson.rl scrriecs, f.tckrrt' rvorkcrs,
.rrtis.rns of variotrs kinrls, .rntl kr* -ortler rlhilc col-
lar posit iorrs.

Furthernrort,, .rctivitv in r,,lrich thc ec()n()ntie rc\1)-
Iution is taLirrg pl.rcc irr tht' .rrc.r of irriornr.rtion
teclrnol()B\' -is still snrall rt'lativs to tlrc total, cur-
rcntl\ .ree()rrnting for onlr' .r little olcr 5",, ol th!'
n.rtion's t'rrrlrkrt,mcnt ill yr'.lr 20(X).

Therc is no ne\\, ec()nonl\' .rs t'n",is.rgcrl [-rt, sontc .rt
thc height of the tlot.cortr l,rrrm in tlrc latc 1990s.
\ct tlrt'rr' .trt', .rt thc s.trttt' tin'tt', r'isiblc signs ot
inrp()rt.url ch.rnges t.rkirrg Pl.rcc thr()ugl'r()rrt thc
ccon()nt\'. lltnor',rtion lics at the core o[ rlh.rl's lrccn
Irapp('11i11g irr thc oconolnr,. !Vhilc innor,.rtiorr in
business lras long been .r [r.rrt of our ccononrie his-
t()r\i th(' p.lc(' oI such activitt .rccelcr.rtt,cl tltrring
the l.rst p.rrt ()t thc 20tlr c(,ntrrr\'. This shorvs rrp in
brrsirrcss resc.rrch anrl tlt'r't.lrrpnrcnt .lctirit\' \\'hiah
ntorc tlt.rn ,.lotrblr:tl tluring tlrc clcc.rtlt, rrl thc
ninctit's, irrcrc.rsing f ronr I .1",, of GDI) in lc)90 kr
1.tt'} , bt, r'e.rr 2(100. lt is also rt' ectccl in p.rtent tlaLr,
u'hiclr shorvs th.rt thc rrunrbt'r of p.rtcnts being
issuerl .rlnrost r.loublctl in tlrt. I990s .tntl irrcrtirsctl
sitlnifi..rnth in terms oI lht'nrrmbcr being issuctl
pcr I t)0() tirnrs.

Thcrt'art'.rlso Iitt'rallv tens oI tltous.rnris ()t r('p()rt-
erl clrangt,s in httrv iirnrs nrrw' tlo brrsittt'ss rvitlt
tl-teir crrslonters .-tr-ttl otlrt.r trtrsinesscs, tht' nr.rirr
thrust of rr'hich h.rs trccn in tlrc tlcyt lolrnrt'r'rt oI
c()nlnrLrnie.rti()n st stcltts. Ihr,sc arc ch.rngcs tlt.tt
h.rvc hrtl thc cftcct oI rr.tltrcing tr..lns.tcti()n c()\ts

69 REAL EsrAn, lssuts, Fall/lliuttr 2002



\\'ith b()th cust()nrers .rn(l oth('r firnrs; [rrrnFirrg
.rbout incrtust'cl man.rgcnr('nt t'fficicncit's tltat sLr

f.rr lr.rvc l,t,cn c()ncentr.rtcd in suPPlv chainsj nr.rk-
ing markets rrr()re c()npe titivL'; .rntl fostt'rirrg ilrno-
\!rtion .rs tht' eonrl.rctitivr.' trxrl oI choic('. Mosl [irnrs
are no\\' nr()rc c\p()scd t() c()r)rpctitive [rrcsstrrc.rntl
rlcvote ntort, of their rcsorrrct's to knorr'k,r.lgt'-ori-
crrtecl .rcti vi tit,s .rimccl .rt Bt'n('r.rtin!l nrtrrc innor'..r-
tior.t. Illustrations of horv this is u'orking rrut in
intlustrics th.rl constitutc rotrghlr' 70",, of tlrt' total
.rrc to trc fotrntl in .r Brrxrkings t.rsk forct.rcp()rt on
tht'lnterrrt't.' lh.rt our r'aorronric rlorlcj is Lh.rnging
clcarlt shorvs up in \\'hJt i\ rep()rted lrcrt'. Ilut this
rep()rt.lls() nr.rkcs clc.rr th.lt \\'lr.rti h.rppt.nirrg is..r
p.rrt ()f.r pr()cess of clrange that is in its t'.rrlv st.rgcs.
Much of tvh.tt tlt'notv clo.ts.rct()rs on tltt't'rtrnont-
ic stag!'is lrot nruch tlifir'rcnl irom $'h.rt rr,r h.rvc
bccn d()illg lor sometimt' r'tou'. IlLr t tht,rt' t,rrt lrc rto
rlouhting thr.t.rct tlr.rt u'lr.rt rrc nrc d()il'lll is rlrang-
ing antl irt tinrt'*,e u'ill l.rrobablv t.rc a[rlt'io t.rlk
.lhl'111 1.1.1 1''.,1(. lr,rn;i,','r })r.r,rt irr6 in .r n(.!r' r,(r r'r(,-

ORGANIZINC INFORMATION-INTENSIVE
ACTIVITY WHEN INFORMATION COSTS
ARE DIMINISHINC
ln an ecot-tonrY in rr hich irtform.ttior-t (()sts .rrc
diminishing, onc u ouLl e rpt'ct rlisltrsion in irrfor-
nr.rtion-int('r'l\i\'c ..rcti!it\'. I h(, e.rrlier sp,r I i.r I c()n-
r..cntr.rtion trI srrclr activitr; .rs rrotctl in nrt t'.rrlier

11.l[r( r, \\,)r l.rr6t'lr thr'rr'\ult l'l ('tl{,rt\ t,r rrrirrirrrizr,
infornration costs. Civen tht' inform.rtion tt'chnokr-
gics of tlrc tinrcs, being ckrsc to onc's co-lrrrkr,r rr'.rs

tlrc chc.rl.rtst anrl ntost t,fit,ctivc rr'.l of getting antl
lrsing mlreh ot lhc netelr.,cl iniornr.rtiorr.

( lt'.trlt' thosc .rcti\ itics thnt e.ln trc carrit,tl out orr
thc [.r.rsis of instructiolts \\'rittcn ink) c()rrrPuter
eotlcs .trc bt'irrg rlisltrscrl. 'l lrt'r' .rro hc.t,.1t'rl kr
n,ltcrc r-ror-t infornt.ttiort c()sts nre less. 'l'hrrc is
notlrinE ncw .rlrout this. ()trr trrrrcnt infornration
tt'ehnologit's h.rrt, just .rcct'lcralccl the nr()\'('nr('nt.
llut tlrcrc is nrrreh.rctiVitv th.rt e()ntinucs to lrt tco-
grnphic.rllv e()nccntratc(l .rntl housecl in oificc
builclir.rgs,ts tlt'krtotv thcnr torl.tv for rvh.rt rvc.rrc
norv toltl to bt'st'r'cr.rl grxrd reasons.

Ihc tirst o[ thcse h.rs to tlrr rlith thc mcch.rnisnrs
[',r'irrg ptrt in 1]l.1cg 1(.) corrrrt'ct Pt,oprlc, tlrt' nrost
inrp()rt.rnt oI rvhiclr is the Internet. Tlrrotrglr the
Intt'rnct iolks irr [-rusincss rrow h.rvo n1.rny r]rore
t.onnccti()ns $'ith manv rror(' pe()ple ol,er rrtrch
grtit tt'r clist.rnr't's. Signi f icantlr', ll'rcse .rr(' .l l\() c()n-
ncctions th.1t .rr(' b()th quic[. .rntl cost cfiicit'rrt. I]ut
to nr.rkt, strch c()lrnections, tht'rt'nrtrst be st.rntl.rrcls
that cn.rblr: tlre conrputcrs or anv otlrcr rrretlia
irrr,olvecl to rtrtltcct up \\,itl1 ()ne .rnothcr. llrerc
llrust also [rt'rtrlt's or st.rrrtlartls tlr.rt fostcr t'fiicient
Lrsc of thc lt.rrtlrrlrc an,.l roitrr'.rrc th.rt unclcrlic
tht'st'conrrt'ctiorrs- i\ncl thcn tltcrc is tl-tr Dr.rlter oI
thc rapitl [,.rct.r,l clr.rngc irr thc tcclrnol()gi('s th.rt
r.rrrtlcrpin tlrt'sc connectiolts. lncorpor.rting such
clr.rngcs into llre irrir.rstructtrrc r(,(luircs t'fforl anrl
vigil.rr.tce. \\'h.rt firms h.rvc .rP[).rrcntlv iourrri is
th.t nll thi5.rctilitv involves r,r'ork tlrat is l.rcst rior]c
rlhcrt c.trrictl ()ut.rt s()nrc et'ntr.rIizccl pl.rcc.

A seconrl r('as()n hds to rlo lvith thc pcrccivt'cl rreecl

to [ocus ntore (n] tlte c(nsunr('r. This r-tectl .rriscs
pnrtl\ out of tlrt'cvcr gr()\\'ir'rt c()n1plc\it\' ()f thc
()p(!r.rti()r'r\ ()l bu\iness. C()nrplf\ity in btrsint'ss, of
corrrsc. is nolhing ncrr' .rnrl rvlr.rt cmcrgccl fronr it
(\rrlicr \\'('rc ()p(,riti()ns tlrat hari m.rny disp,rr.ltc

[).rrts nlnr]ir)li sepdratclv fronr one anotht'r-thc
siIo cfft ct. Nlort, rccc'ntlr', ,iiL>tlrivcn olrcrLtti1)ns
t eg.rn kr encountcr clifticultl in markcts u'itlr
irrtt'rrsificrl a()nrpetiti()n .rrtcl in businesscs rvlrcrc
the complcritit.s ()l ()pL'r.rti()n eorrtinuctl t() gr()\\'.
Most havt'norv app.rrentlt,conre kr belicve th.rt thc
s()luti()n t() tht, l,roblcms thcst'conclitions cre.rtr is
tht, rlis.rsscnrLrlv of those siIrs. l\l.rnv f irnrs .rrt' rrou,
.ttenrpting to rlo itrst tl.t.rl through .r ncrl iorrrrrl
hrctts on tht,c()r'r\um(,r. Tlrost.in thc silos.rrc lrcing
t'rrcour.rgrrl (()r t()rced) to rt..rlizc th.rt \\,1'r.tt's

inlp()rtant in torlay's w,orltl is connecting tlrt' cor.r-

stlulor t() all p.r115 of .r [.rttsiness operation. 'llris
crics ()ut [or sonrc kincl ot et'rrtr.rlizccl oprl'1.11i1p

l h ror.r glr rvhieh thc 1ry1rpg1 nrcss.r8rs .rrc tlcvt'lopetl
ancl gLrtte'n orrt, fcctlb.rck is tlt'.rlt u'ith rffcctivclv

Ilt,cluctiorrs irr inform.rtion costs, of corrrst,, .rrt.not
nerri .rntl h.rvt, resrrltetl irr tlrt' clispcrsiorr oI infor-
n1.rti()ll-inl('11si|c.rctivity irr tinrcs f.r.rst. \\'hat's Ir.rp-
prrlinB n()\\'t() tlr()sc c()\t\ hint\.rt thc l.r,ssi[',ility of
tlispcrsirrrr, tlrt' like's oi rr hiclr rvc lr.-r't, rrr,r'cr sccn.
Ilut..rs nott'rl irr nrv r.rrlit'r p.rpcr, tlris rrrrn't h.rp-
pcn .luicklv largelv beeausc of the setting in n'lricl.r
nrore .rnrl nrorc tirms n()\\' ()p('r.rtc. -l'lrt, t'rrviron-
ntent is ortr' of f.rst-P.rcetl ch.rtrge .rtrtl grrrt|ing
conrl.rlt'ritr'. I )c.rl ir.rg $' ith I lrt' nr.rn| Pr()bl(.nrs tlr.rt
.rrise irr suclr .r sctting.rpp.lr('ntl\ retltrirt's eoll,rbo-
ration, u itlr coll.rtrorators workilrg in clost'phvsical
proximitv to one anothcr.

\\/hat rvt, l't.rvr.[,ccn t]ivcn [r()n'] rcccnt rt,st',rrrt anc'l

intcrprct.rti(n]\ of its rt'sults is nrore insight into
horv tirnrs are rcsl.ronc]irrg to thcse protrlt.nrs rvitlr
thc ncrr' trxrls our tcchrrokrgies arc [rr()\'idilrl;.
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.rnd th(. .r(ti\ itir's .rss()ci.rt('d \\'ith suclr ('it()rt\ .rrL'

Properlv e( n )r(l in.1ted.

In both irrsl.rnccs, the unrlcrlvirrg re.rson for thc
puslt torrirrr.ls ecntr.tli/ati()r'r stt'nts frrrnr thc sinrplc
t.rct th.rt nruch rrI l'lr.rt lr.rs lrr [rc rlonc raises rltrcs-
tions tl-tat rlo ltot h.trt straightiorrr'.rrtl ansrrt'rs
nl.rtt('rs th.lt irrvolvc.rnrbigtritics tlrat can onlv bc
rvorkctl through \\,ith dis(r.r\si()n .rntl tlt,[,otc tlrat
clrarvs lrt'.rvilv up()n kn()\\'l('(igc th.rt rt'sitlt's irr tlrc
rninr.ls ol tlrosr involvetl t.rcit knou'lcrlst,. In.r
rrorltl of r,rpirl p.r6g1i changt. irrciuct,el lrl quickh
tlcvr'IrPing technologit's, tlrt'rt l'ill lrc Itrts rrI this
kinel oi Lrrr r rt lt,tl ge-b.r rcrl aetivitv involviltg trulns
of pcoplt'. I'lrt' nr.rjoritr, [rt.lit'f nolr' is tlr.]t this c.lr
[,r bcst rlont' if it is c.rrrit',.l ()ut in n scltini] in r,,'lriclr
thcrc is eorrrrlurritv n'lritlr is ch.rr.rctcrit t'tl .rs onc
irr rvhich lht,rr' is .r grrrrl tlt.rI oi socr.rl r'.r[rit.rl.
\\'l.rilc soei.rl c.1pit.ll i:i a collt'ctivc t('rnr tlr.rt .nn b(.

tlefinctl irr ciilft'rt,nt t\'.lys, r)r()st corrsiclt'r il to bc
tlrings that bintl peol'rlt'togt'ther in rr'.rvs that nrake
c()op('r.r t i\'(, .rction possilrlt'. Antl the thirrgs nrost
often t.rlLctl .rbrrrrt .rrc tru\t, nrutu.rl rrntlr'rstanclirtg
.rrrcl slr.rrt'rl r'.rltrr:s .rrrrl [-rt,lr.rr iors. -I hc Prrrcncc ol
such c.rpit.rl, in turr'r, is thorrght to bt, rrrost likt,lY
fotrncl in scttilllls in rvlriclr tlrerc is.r gtxrtl r.le.rl of
facc-to-facc c()nl nrunic.r t ir )n. l'htrs tl.tc.r,lrunent is
th.rt frlr a grorr irrg nunrtrt'r of tlrcir corrct'rrrs, lrusi-
ttt...t'. r ltrr,'rt, rltlilrHr in tr ltir lt i,ttr'-1,,-l.tr t, rrrnt-
nunic.rl i()n is lrossi[-rlc Lrt,carrst' th.tt n]('(lr'r\ ()pcr.rt-
ing in.r scttirrg tlr.rt is likclv to vicld the best
rcstrlts. Sincr' rnorc .rntl rlore oi tlrc activities of
trtrsirtcss l',rll into tl.te catt'g()r)'rvh('re suel'r capiLrlis
imp()rt.rnt, tlris [rot]es rvcll tor thosc pl.rccs th.rt
Itorrsc th.rl aetivitri which is officc slrotc as r\'c
knon it lotl.rr'.

WILL IT CO ON FOREVER?
Sttrrlics [.ra't'cl on tht' rt'al lifc crpt'rit'net's ot lirms
tunclr:rgoirrg ah.)nge5 }rrceipitntccl [rv tt'chnrrlogical
iltltorirtion \uggcst thnt tlrt'se tcclrtrologies .rrc
puslring us into.lr.l cc( )r'l( )r'r'l it. rrrrrlr,l tlr.rt, in time,
rvill [rt'signific.rntly (lilferent from nhat rvt, h.tve
torlar'. 'l hev cert.tinlv tlo r,rist scri()rr\ (lu('sti()ns

.rbotrt tht' likt'lihrrxl oI nrovt'nrcnt intrt .r rlorlcl in
nhich pt'o1rlt' livc .rtrtl rlork u'ht'rt't'r t'r thcv
clroosc. Ih.rI thev r.risr' srreh tltrestions, hol'eve'r,
shoukl rrot ot,scure tl.tc fn( t thnt tlrcrc .trc t'lt'tttrttts
in the ctrrrcrrt situation thnt, ilr timc, coulrl rctlucc
significlntll tlrc cconorrric inrP()rt.rncc oI tl'te co-
Ioc.-rtion oI krrorr,'letlgr'-lrascr.l rvorkcrs in ct'ntr.rl-
izt'cl krcatir rts.

('onsitler tir\t th(,\r,ttin$ in rr hich thesc c()r'r(r'ntr.r-
lions of t'nrplrt r'r1snt ()ccrrr. Ihcv are scttinll\ itl
rvhich costs.rre higlr rel.rti\'(' t() .rltcnr.rti\'(. l()c.r-

tiorrs. Higlr-tlt'rrsilv art'.ts.rre l.,laces n.hcrt' rt'nt anrl
I.r['xrr costs arc lrigh, uhich is reflectecl in tlrt' pri
\iltc a()st\ oi ol-rcr.rtion. 'lhr'r arc .rlso lrlaccr irr
rlhich social c()sts.lrc Iriglr [rt'c.rusc of corrgt'stiorr
antl lrollution. Ihis mc.rrrs there is, to bcgin rvith, .r

btrilt-in inecrrtivt' t() m()\'('nl('r'rt .rw,a\' Ironr lltese
pl.tccs.

Nlovrnrcnt .r\\'.rv fr()nr lrigh cost loc.rtiolrs, ot
er rtr rse, l-t.r[r]-rt,r'ts all thc t i nrt. i rr nra rkr:t cc()n()nr ics.
As thc c()st pressrlrcs btrilcl tronr cconomic grorvth
in tlrese locations, conrpclitive i.rct()rs in rrr.rrkcts
irrrct' firnrs to Itxrk clscrvlrcrt' frrr operating sitcs.
\\'hen srrch nr()\'emcnt nr.rL('\ r'c()n()nric sens(', it's
rlont. TIt.rt rr t' lt.tr t' nr.lnv rr rlrnr'] .)llgl()mcr.rl i()n\ ill
l'hich thcrt'.rrt'concttrtr.tlions of krtorv lt'r.lge -

basetl .rctivitY al.rparentlv rt.tlt'cts thc i.lct tlr.rt it
ritrsn't nr.rke sensc to ckr it irr rrr.rnv inst.rnct's. Arrcl,
oi cotrrse, Ilrr'rt' .rre thc re.rsorrs jtrst ntrtr'rl for
bclicvint this.

BUT WILL IT ALWAYS BE SO?
'l hcrc are t\\,o r(\rsons for ['elieving tlr.rt tlrt, gluc
currcntlt' holtlirrg things t()getlrcr in ()rrr citi!'s
coultl losc sonrc of its strength.'l he first of thcsc lic
in tho inforrralion tecl'trtokrgv itsclf. F.rcc-to-facc
c()nlnrur'r ic.rti(nr ctrrrcntlt' h.rs rl.rnt .rtl r'.rrrt.rgcs
o"'cr elcctrorric nte.-tr-ts 0f eonr nrrrnicating bcc.rtrsc
cLlrrent c()rn nr u n ication tt'r. hnologies re pr(,se nt
trrrlv thc t'.rrlv st.rgcs of de ve l()pr'1'rcnt in \\,h.rt tlresc
tcchnologics .rrc going t() gi\ (, us. As thc cnrcrgirrg
nrultimccii.r technologics tlt'r'clo1,, rvc rr ill hale arr
inlr.rstnrctrlr(' that n'il) nrore re.rclilr' .rlkrrv trs to
sinrulatc facr.,-to-t.rcc cor.rlrnunic.rti()n. Strrt,lr,, if the
nr.rrkcts ir.r r,r,lrich this takt's place .rre c()r'npetitivc,
nrore .rnrl nrorc of tltc knou letlgc-b.rst'rl .rctivitv
norv co-loc.rlrr.l ir-t .tre.ts of g('()gr.rphic con(entra-
tion l'ill nrovr.t() l()\\'er-!()st krc.ttions. []orv rtttrcl't
of this rr'ill occtrr.rncl xhal lrrcation pattt'rns rvill
enrcrgc is, .lt this Point, .r rr.rttcr ()f spccrrl.rti()n.
\!h.rt n'e nriHlrt ('xpcct i! th.lt the upc()nring
ch.rn13cs in technrrlogv u ill, in tirlc, result in rtrovc
nlent a\\n\ fronr krc.rtions irr citics pt'rh.rPs .r

gorrcl clcal oi ntrtt'ctttcnt.

Another f.rctor nrav be clranges in tho voltrnrt arrd
kintl of knrnvlctlge-basccl lctivitv il'l trrosl [rttsi-
nrsses. lnn()\',lti()n h.1s [re(()nr(' \uch .ln inr[)()rt.rnt
trrrl of conr[rt'titivc atlvarrtagr.', .rnt] mort' th.rn .r

[t'u sLrtistics sr,rl]llcst th.rt knotllt'clgt h.rs lrt'crtnrc
.rr incre.rsinglY inrPort.rnt inprrt in thc prodtrctior.t
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pr'()(('s\.' lrrrtor'.-ttit t' n(tiviti('s, in trrrn, rt'tlrrirt'
knorl lecl gt' inpu ts [rorrr qun l i tiod i nt] i l irl tr.rls rr'ho
tlc.rl rvith crtr.rorrlin.rrilv rlitlicLrlt 1,rol.lt,nrs. I hc
t;rrt'sl [or sonrcthing ncu' .tntl [rt'ttr:r, csPcei.rlh in
iis (',trlv stng('s, le.rrls ot.tc into .t urrrltl [illctl rvilh
hazirrt'ssj .r rvrrrltl lo.rtletl l iIh anrbittritics. -lht'rt'

.trt rro ntanuals to lrroviclt' tltc nccclt'tl |ilrid.lrcr'.'lht'rr' .rrc tt'rr' lrooks that offt,r nruch in the u.rv o[
errn,.rt'te ht'l[.. l!h.rt is rctltrin.d is irrright antl
inragin.rtiorr, rruclr ()l \\ lriclr e.rn ()nl\' [rt' founcl th('
ntincls of a[-rk' inclir ielrrals, n lro trrr re.rsrtns jttst tlis-
crrsst.rl, rrstr.rllt rlorl thing. ()rrt in (1Fl()c.ll(,(l
te.r nr\.

lf rvr.' trelicve th.rt lhis kintl ol attivitu rvhich ltas
irtert'.rserl srrbst.rntiallv irr [rtsirress rrrt'r the Past
,.lt'r'a,.lc, r|ill (1)ntit'lu. to grotr, rrr.tt lt'.t't lrt 'Lt.-
hinL'ti in tlrt, iorest't'.rblc future, then lhtrc is rca-
s()n t() .rrgu(, lh.rt nrtrclt if ltot rt'tost ol lltc knotr I

t'tlgt'-t.rsccl Jctivitics ol [Tttsitrt''s rvill rt'trr.rin crrtr-
ct'rrtratt'tl in otrr citit.s antl nrctroPolitan .rrc.rs.

BUT IS THIS A REASONABLE BELIEF?
I lrt' Lltrcstion is mtrch t..rsirr r.riscr-l than .rrrsl'crcrl.
It's.rIso ont' .rbotrt rvhich rt,.rsort.tblt' p('()pk' dis
aurcr'. Th('ansl't'r clt'l.t'ntls in part on ()nt's.lss('!\s-
nrcrrt ()t tl'rr' ()Pp()rtur'rities t()r inn()\irli\ (. actir itit's
anrl Ihc inet.ntives t() ('ng.rg(, in thcnr. I'hr nr.rttt'r oI
()pportunitY is imp()rt.rnt bccarrst' iclr.rs, the guts oi
inrtrrr.ttiort, just tlon't clrrtP lroltr thr' lrt.rvens.
\\'hat's h.rppt'ni1g Irorv in nrost iirnts ltas roots it't
tht,rirriotrs scienct's. Irttovittiort is rrot nt'cess.rrilt .r

lint'ar proct'ss th.rt st.lrts fronr .cicnct, arrr.l l orks il
l'.rv tlrnrtrgh t() tlr(' (()rnnr('r(ializ.rtiorr oI solt'tc
pn)(luct, bLrl scicntili. knorllt'rlgc is tlrt'bt'tlrock ol
tlre }rroccsr. Ihe ol.rport trnit it.s for innovatirrn arc
\(,r\' nruch tic(l int() tr.rsic scit'ntific icltirs. J'rior lo
tlrt. rt'ecssion irr vc.rr 2()l)().rnrl thc [.rltt.ring p.rth ol
the t'cononrie rcc()\'('r'\' sir'tcc ll'r('n, thcrt' rvas mrrelt
()Ptinrisn'r,rlrotrt tht'st' ()Pp()rturritics. ..\rt'.rs suclr a*
\( )f l \\'.rre, h.r rrl l'.rrt', ilrr' \\'orlr.l \\ ir.1t, \\'L't, biLrtt't h-
nolog\,, nr.r tt'ri.rls tt'clrrrologt', .urtl n.rnotcr. hnolrlgt'
u't're totrtt'tl .l\ .rr('.1\ ()f ()pp()rtunitv that totrlr.l
kt't'1T innor.ttion grrrrr it-rg l()rr'\ er .rl .r I'l r'\'('r-
in( r('.rsing r.r['.

lheless rttsor-rs ior tent[rt'liltg s()r'11(' ()f tl]is ()]rti-

It'r n()t ditticult kr bt.t.rkt'n in bv thc.rrg,unrL,nts ()l
thost, rvlto ()ptirni\ti(.rIl\' sunrnr.rri./(' tlrt' tc'chlto-
krgitirl opporttrrritit,s eonring otrI of rllr.rt's hlppt'n-
inll irr th.rt incrctlit lt. nr.rzr' oi irrvolverl .rnti errrrr-

plir.rlcd ncti\ itv rlt' t.r ll scicnct'. lJut trvinF to nr'rtic-
ilratt'rlh.rt's going to orr'oul ()l thc stit'lttific tlis-
c()\'r'rv th.rt rrntlerpins nrrrch ol orrr teehnokrgt is

ditlicult il rrrrt imPossi[rle ttr r.io. l htrt, .rrc ncvcr-

()r'rt'of tlrt'sc is th('rccclrt ctrtlr.rcks irr g()\'crnlllrnt
[urrrling ior R&l). lVhilc priv.rtr' ir](lustr\' (,ff()rts
Iras nrorc lhan takt'n up tht'sl.rcl hcrc, itrrlrrstrv
('ftort\ .rr(' nrort. gc.rrcrl tor'.rrtl rlcvelo[rnrrnt
r.rther lharr rese.trch. 'fhis sltou s tr l-r irt a nunrtrt'r of
u'avs, inr'lrrrling tlrt' sl.riit in the lt&l) to .r(tivitv
r'lrrstr to llre nr.rrl..(.t, .rt srrch tirnrs as llell, [)rrlront
.rncl Xr'ror, tirnrs th.lt \\'er(.Jt ()ne tinrc ir.t thc iorc-
[ront ol irrr.lustrial rt'sc.rrch. '

Scconrl, llrt'rc is tlr('nrntt('r ()l l'tistorr. Iht' rt'sr.'rrrriJ
lronr rvhirt rl'c rlrrrv the itlt'as tlr.rt rrnrlcryrin inrro-
\'.rtivr'.rctivitics has bv no Drc.rns b(,('n contirtuotrs-
ll iillcd to thc [rrirl. Throughotrl ltiston; thcre
haro [.ret'rr p('ri()(1ie drv sPt'lls irr innor'.rtion. Ihc
(.e()r'lolnic b(x)nrs antl trtrsls th.rt sonrr'trclie"'c cover
pcri()d\ ()i 5() r'cars ()r nr()r(,havc, in thc,.'rt.s oI
sl)nre, br'cn thc rr'rtrlt of \\'.r\'('\ or.r tinte cltrstcring
o[ innovatior.rs. l\ l.rile historv rlocsrr't h.rve to
rcPc.rt it\('ll, tlrt'Possibilitv of itrturt evclical nrrrve-
nrcnt is th('rc. Antl ii it conrcs into lruitiorr it r\,ill
anrplift tlrc cffccts t rtttctl lrv rvh.rt appcars to [rc .r
currcnt t,nrph.rsis ()n thc "l)" in Il&l). Tht'rrppor-
trrnitics l()r inrtor'.ttion corrlrl, in tirrtc, clrrintlle,
u,hich il il hal.rpcrrt'tl rvoulrl lc.rtl to somc skrrr
tlorvn in Ilrt' p.rcc ()f inn()\'.rtive.rctivitr'.

Ihcrc is also thu nr.rttcr ()t incentivcs. Ihis is p.r11l1'

.r n1.rtt('r ol bcing .r[rlc k) ,lppr()printc tl'rc [,t'nefits
from iltnor'.rtivt' .)ativit\'. I'h(' prolrlt'trr hcrc is th.tt
tht, iclt'.ts tlr.rt girt' risc t() inno\?ti()n, if Irot pro-
tt'ctccl ilt somr'rritti ean l-rt'casilt borrrlvctl bV ollr-
ers. Tht'fruits Lrl tlrt'labor, irr otlrer rlorrls, c.rn [.rc
rrp[rr()]rrint('(l [rr othcrs iI tht'r' .rrc not pr()t('et('d.
Ihcrc .rrt., ()f (oursc, rcnrt,tlies that Ir.rvc rlcvcl-
opctl, irrclrrtling pnt('nts, c()pvrights, .lnd ()pcr.rting
stu.rlth. Strclr nrr..rsrrrL's inlrotlucc nronoPolr, elc-
nrcnts in tlrc nl.rrk('t, .rnel nr.rrket rrstricti()n ()f

s()nre sorl nlust b(' prcscnt if thcrc is to lre inrxrv.r-
tion, rspt.ei.rlh' irt thc t'.trlv st.rges of thc prroccss.

Ilut conrpt'tition is crltr.rllv inrp()rt.rrt in nr()\'iIlg
[rom in nor'.rtion lo cont nrcrci.rliz.r tion.

Ir'r m()st in\t.rnccs, orrr lcgal infr.tstrtrettrre;rror itlcs
iirnrs rvitlr rc.rson.r[.rlc pr()tcrti()n .rg.rinst tl](. th!'ft
of tlre itlc.rs thJt .rrr: tlcvt'lopcrl in rcse.rrch.
r\Ppr11rPr1.,11,,* tlle retums fronr thcir investntcttt is
n()t .t \('r()us prolrlt'nt. \ftrrcovcr, llorlclrlicL' t'co-
nonric tlt'r'r.'lttpnr('nts ()\'cr thc past st""t'r.rl rlt'c.rtles
Iravc 1'r,r'itlctl thr' c()mptl itive incentivc nec(,ss.rv
t(r [ru.\lr thc pr()(('ss t() its conclu,rion. Nlarkets

J()u .NAL()t RtAI EslA ,PoRrl()t toMA\A(;tIIINI, Voltutrt'll, N ,]tlrff Iour,2002 92

DISnt.



rr'()rld$'i(l(' bccanrc rrruch nr()rc c()r'llprtitivr' .rs

lV('st(.rn nnti()ns privJtilcd antl rlercgul.rtcrl intlus-
trics .rncl srrci.rlist t'crrnontics scr.rPpr'1i tlteir t'crr-
n()lnic plnrls .rntl .rtloptccl nr.rrkct s()lution\ [()r
large chtrrrks of tltcir econonrr'.'l he gkrbalizatiorr of
nr.rnt' ntarkt'ts tltrring this p('ri()d intcnsificd thr
c()nrpetiti\'(' prcssrrrcs, tht'rt't.rt .rrltlirrg to llrc
inct'ntive lo irlIn)v.rt(..

\\'hilc thcrt.is no rcrson to l.rt'licvc tlr.rt ntuch l'ill
haP1.r('n 1(., .rltcr tlr(' inc(]ntivcs to inrror'.rtc .rt tht'
resc.rrch t'ntl of thc prrocesr, some rltrestions arr
raisctl .rbtrtrt the c()r)l pot iti\'(' f.lctor.rt lh('rlevt'lo1.r-
nl('rlt en(I. Il'tc movcnrcnt torr'.rrtl nr.rrkt.ts antl tht'
rlt'rcgu l.r t iorr of nrarkcts appt..rr to h.rvc prettt, w'cll
nrn their cotrrse. N{orcovcr, thcrr .rrt. political
urlacrt.rintics in s()nrr' p.rrts ()l thc \ orlrl that I.rint at
nl()vcnlcnt in a e()ur'rtcr tlirt.ction. tr!hcthcr tlris
happcns or Irot clePcncls in P.111 ,1,.t tlrt' l.rerform-
anct, of tltt' \\'()rld ec(Jn()nl\'.

'I'lrt' ilifficrrltics afit,ctinp, nrost econ()nlir's over tht'
pnst scvcr.ll t'e.rrs r.risc nr()rr, (lucstiolls.rbotrt thc
inccntivr' lo innrrr'.ttr'. \\'lral has [',ccontc incrc.rs-
ingly clcar rccentlt, is tlr.rt tht't'.rrlt, nolions about a

11('\r' oc()n()nl\' th.rt moycs .rlong irr .r pcrPt'ttr.rl
lrrrrnr-]ikt' corrclitiolr just rlorr't lrold ugr. Tlrerc is
n()\\' re!-ts()n t() argr.r(. that n'c arr in tlrt' throcs of .r

rcc()\,erv that rvill [rt'skrrv .rnrl .rrcltror.rs comlr.rrctl
rvith rvlr.rt rvc cx1'cricncttl in thc 199()s. If this trrrns
out to bt'easc, it irrplit,s tlernancl conclitions th.tt
r,r,ill trring forth less inn()v.rtive activitv than r'\p(-
rit'rrcccl tltrrirrg the go-gt, r'r:ars of thc 9()s.

trVhile mv tr.rir.ring in tlrc clisrral sci('r'lcc o[ ('c()-

nontics |.rrt.tlispt)scs n1e k) lrxrk .rt the gl.rss.ts
tlrotrgh it rlerc h.rl[ ('mpt\; | (l(m't think it c.rn [,e
tlenietl th.rt there .rrt, rc.rsorr.rlrlc .rrgun]onts thnt
can bc nratle that thc [rloorl r,r,ill, in tinre, conrt'off
tlrc orvt'r oI innor'.ttive .rctir,'itr'. Thc concrrns ()f
I'usincss, rvhilc still focusccl lre.rvilv on g.rininl;
c()nrpetiti v(, .rrlv.rrrt.rgc throtr gh innor,.rti vt, ef [ort,
eoulrl, in tinrc, shift t()\1,.rrd .rctivitics thnt attcnrpt
trr consr'rliclatr the [rrncfits of rrrrtconrcs lr()n] r'.rrli-
cr .rnd currt,nt cfiorts. Tlris imp.rlics activitv that
enrl,hasizt's less crtttivt. cffort anrl thc ncctl frrr
tliscoven .rnrl foctrscs instrttl on thc rlorc nrtrrr-
clartt' concern \\'itlr thc yal itl.rt ion .rnrl r.rtion.r liz.r-
tiotr of rvhat has anrl is conring out of innov.rlive
ctfort. This lnc.lns .rctivity that is likt'h to involr'('
l('ss t.rcit ,rntl nrore cotiiiictl knol letlgc, nhich
could h.rvt'l.rcaring on the issuc of thc location of
thc ryoplt. proviclirrg the knorvlcclgc irrputs into
lhc ofrcr.rtion of tlrr.' iirnr.

WHAT DOES IT ALL MEAN?
Cert.rinlr' .rs tlre "itr[rlrnr.ttiorr rcvoltrtion" rlt[olt]s,
lhere is u iclenct'of .r consitlcr.rblt'anrount o[,rctir'-
i tv thnt cntails kr.torvletl ge-t,.rscrl purprlr rvrrrkir.rg
iu tc.rnr\ in tlrt'samc Bc()gr.rphic loc.rtion. Tht'
ch.rngcs tlr.rt this rcvoltrtiorr brotrght kr us h.rvc,
thus far, rrot nrcltccl thc gltre tl.rat holcls knol,leclge
rvorkt'rs coll.rtror.rtirrg in office [,rriltlings .rs rvc
knorl them krtl.rr'. Ihc rr'.rs()n, ()f eoursc, is th.rt
rnost of n hat u c cio that lrrings .rbout charrge is
knorllt'rlge-bascrl .rctivitv conccrnr'rl n'ith prob-
lcms.rntl situ.rtions fillcd ltrll of .rnrlriguitics. l\1.rnr'
oi the knorr'lc,.l gc inptrts retluirctl such .rs,.l iscor'-
crv nlr(l ercativitv conle ()ul of tlrt' hc.rcls ot tlrosc
involyetl. Antl rlh.rt is Irt't'r.lcrl u'lrcn this is so is
lrcst elieit(,d rvhen the rvorl is tlorrt'trr te.rnts of co-
Iocatetl purplc. As long,ts the revoltrtion c()ntinucs
in this \\'.r\; thert'is no rr.ls()lr t() e\pect thcst,rlork-
ing .rrr.rngcnr('nts rlill ch.rngt. 'lhr' inrplie.rtion is
.ln .rtrs('rlcc of r.rrlic.rl changt' in thc rr,.rv irr rlhicl.r
rvt ltotrst'this work.

Iherc coulcl, oi eorrrsc, bt' ratlic.rl ch.tnge ior othcr
reasons. An rrnscttled prolitic.rl cnvironment giving
rise to tt'rrorist nttncks (ri thc kinri crpcrit'rrct.cl on
tlrc l\irrkl Tr.rtlt'('entcr coultl prrcciPi1.11e 5qv111r' 51g-

niiic.rnt clr.rngcs in thcst. housirrg .rrranlientcnts.
'flrat possibilitv .rsirlc, it rcnr.rir.rs trtrt'that.r [urrrla-
mcntal trnclc'rh ir'rt re.rs()n krr tht, kincl of arrarrge-
ment \\'c have trttl.ry is tht' inrp]ortance ol co-krca-
tion in lhe knorvlcdgc-b.rst'cl conrl.ronent of busi-
I'ICSSCS.

'Iho tltrt'stion raisctl in this p1p11 is rvhcthcr th.rt
import.lncc u'ill continuc.

'lir r.risc tl'ris questi()n is, in cficct, to ask u'hcther
thc tt'chnologies t'merging toclav rr'ill c()ntinue t(,
sttst.ritr, inrlcecl t'r'r.'n clcr'.ttr', tlte inrport.rnct,of co-
Ioc.rtctl knorl lr'rl gr-b.rst'rl nctivit\'. As I lravc pre-
sented tlrc reas()ns f()r this irnp()rt.ulcc, tlrc.rlrswer
rlcp.onclr in part on rvhat happrcns to the p.rcc of
iuturc illll()\'ati()n. fhert' arc rcason,rtrlc .lrguntcnts
th.rt c.rr be nr.rrlc to the cift'ct th.rt rllrat rlt'
obsen etl ir.t tl'rc l.rst tlec.rrle of tl.re 20tlr ccnttrrv rvill
r('lufl'l .rlt(r tll(, ('(()rl nr! r|gain. lltr, 8rr,\\tll }.}.rth
it krst cltrring tlrc c.rrlv vt'ars of thc 21st ct'nturr'.
'fherc sr:cms to lre muclr ()r] tho ()pp()rtunity plate
tltat rr,rtrltl kccp th.' I\rr1' ,,1 hu\in(''\ ir'rr'r(,\,lIi r'l

Irigh trrr.rs far out .rs tlrc t'r't'c..rrr sec.'As I sr:c it,
this vicw' of thc irrturc is t(x) ()ptirnistic. Thc rvcll of
opportrrnitt, is rrot .r bottonrlcss Pit. If tlrcrc is .r

slon t rrvr.t .tt s()nrc p()int in tin1c, .rs I erprect, efiorts
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Io consolitlatt' rvl't.tt \\'('h.tvc [rct'rt given tltrotrgh
itu'tor.rtion lill lcacl t() .)ctivit\ th.tt rrill [rt. rrtore
susceptible to t(\)gr.rphic disP(.t-s.ll. ,\rT(l thrrr' rvill
bc tlisl-rcrs.rl trccattsc rtl tht' rclativc costs of crrrrt'nt
.r rr.rng('nr(,n ts. ,,\s [ *r'r'it, in gcncral tcrnts, thc
office btriltlir.rB nl.rrk('l \r'ill, in tintt., tontinut, lo
treconrc rrorc rlispersctl in gtrrgr.tl.ltic sp.tc(,, .l
trtnr.l th.rt h.r. [.rt'en tl.rr'rc for nt()rc thnr) n h.tll (('lr-
tu r\'. -l-lrt, precisr' dct.r i ls ()f th(' pnttcnt t lt.rt t'r'oI vcs,
hrrrvevt'r, is [-rv no nte.rns clt'.rr. It t!ill rlelreDrl trn
nl.)ttcrs th.lt .r rr' n()t n()r\ .ln intp()rt.ltrt p.trt ()l tltc
(.(luati()ns rve currcntlY lt.rvc to crplain lltt: ('Llrrent
\[r.1ti.]l c()nfigur.rtion ol this nr.rrkct.
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thc \\'.rt('r' gl.rss as bcirrg Ir.rlf t'nrptr,. \\'h.rt I lravc
lrictl to rlo in this 1.r;1.rgp i5 t() p()ir)t th('rr'.tder irr tltc
elircction rrf thrrst, clt'l t'lo[-rntcnt\ tlt.]t .rrt.ntosl lilc-
lv to havt'irnp()rl.rnt lrurring rl'r ll'tc rrrrtrrrrlc. Sirrec
rtitson.rblc p('()ple cnn rlis.tgrt.t. .tbout the fulrrrc
tlirtctirlr of tltc't' tlcrt'lrpnlcnts, th()s(' a()l't(('utcd
rvith ottteontt's r',rnnot .rvoicl tlrt' rt'sponsibilitv of
Iakint a position !\'itl't r('spect Io tht'st' r.lircclions.
\orv it's rrrur ttr rn.
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s lor thr' grow,tlr anrl tlt'r,clop nrt'n t of cities. 'l his,

\Jl',,,rr'.,rj,-,r, i. n,,l a urrih,rnr pr()e('ss. l'h(',,.,ta,,n'," at tlrt'rcgiotr.rl
.rncl loeal Ieitl is highlv p.rtl't-(l('p('ndcr'r t orr itthr'ritcri sttci.rl, t'cottonri,.,
and rt'gulatorv structurcs antl rclationslril.rs. Ilris tlr'r'e lopntt'tlt Pittlt is

hcterogt'ncous antl thr'p.rtlr to regiotraliz.tt iorr antl glob.rIiz.ttion oi.t
citv is influt'net'tl bv nrultil.rlt' i.rctttrs suclr as its geo8r.rPlric location,
resourec ariril.rt,ilit\t nnd locnl pr()duetions.rntl scrvicc arlvatrt.tges, to
rt.tmc orrlt .r ftrr'.

Sing.rprrle is o[ten rlttotctl .rs,rn crt'nl]rl.rrt' citv t() hnve sttccessfttllv
r'nrbctlrleti its clevckrPnrcnt \trntcg\' \\'ithin the glotral ccortorrtic circttit
rvhilt,tlrc m.rin Ur.titetl r\r.rb linrir.rtt'(UAf.) citits, A[ru L)habi, Dtr['ai.
ancl Sharj.rh.rre anr()nll nr.rrv ttrl,.rn rt'tions itr thc tlt'r't'lopirrg coutttries
tlr.rt lroPc to t.rlulatt'Sing.rporc.ts.rrr cmcrging gLrtral citr'. r\lthotrgh
thcre has bct'r'r t'xtcnsive rest'.trch cr.rrnining thc inlPnct of tlrt'global-
iz.ttiorr 1-rrocess on trr[..trt .rtrtl rcgional clt'r'r'lop-rntt'r'tt in r.rriotts $trr-
graphical .rrt'.rs incltttling Singapqrlq', thcrc is.r tlistirrct l.rek of sttttlit's
orr tht' Miclcllt' I'i.tstcnr rcgiotr, partictrlnrlv the UAIr cities. ln 

"'icrl 
of

this, tlrt' folLrrling stur.ll clclr t's into thc vcr\' lrntlr thnt t'.rclt ot thc sttb-

i('ct citics has clnl.rlot t'tl .rttri is.ttt.lttclrPt t() c\'.rltl.ttc [r()th thc pn\t
clcvclo[rnrer.tt ancl tlre prest'ttl .rnrl ittturr: c.tp.rcilv of tht'ir n.rilietr,

through.ln institutional stuclv alrpro.rclt, ttr.tecomplish tht'ir rcspcctivc
"ticvclo[-rmcrrl ','isiorts" .rntl ('r]'lcrge JS ccorlonric c('rttrcs ()t thc gLrbal
supplv clr.rilr.
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PROCESSES OF GLOBALIZATION AND
THEIR IMPACT ON CITIES
'I lrcrc are m.rr'r\' (liffi.rcnl approichcs lo thc sluclt,
o[ glotraliz.ttion anrl glob.rl citit's, btr( srrmt'irn1.ror-
t.rnt c()nccpts tlr.rt hart t'nrergccl fronr thc trotlv of
lrl( r.ttur( irL',.,,t:11,1r.'1;1r',111,r ri1 i(.. .rn(l,.,m1,..1,1,,,11.
As nctrtrtrks clcvt'lop, tl.tev cngage in conrpk'nrcn-
t.rr\' .lctivitics;.rt the' s.rmt' tinrt', thet a()llpcte \\'ith
e.rch ()tlr('r t() .rttract irrvcstnrcnts .rs illustr.rterl in
lhe stutlies rcvitrvcrl in the folkr* ing sections.

ln thcir cftorts t() secure intt'rnational investDtent,
c()untrics.rnd citics t()(l.l\' .lrc incrc.rsing thcir ()Pcr-
,1ti()ns in conrlitions oI charrgir.rg e()nlp.tr.rtivc
.rclvitntagc. As a rtsult, r.rtlrer than relving solclv
trn tr.rrl ition.r I e()r'lccpt\ ()f c()nrp.rr.1t i \'(' acl rirn t.rge
in tcrnrs of Lrx'est [rrorlrrction costs or Iright,st
investnrent inct'rrtivt's; cities .rre fornting rrrtr.rn
allianct,s .rntl t,cononric slncrgics rrithin ancl
.rr. rrtss tt.rtion.rl [-rttLr nci.r riqs in orcler lo utilise tlif-
tercnt tr rban/rt'g i(xr.r I hrnctiolrs .rntl f.rckrr .rdr'.rn-
l.rA('\ l()\\.)r(i\,)(((rnr[]lr\llint \ ntnt,,n ('(rrn{)tni(
o[.ricctives.

Nctrlrrk function.rlitr' .rnd c()nrpetitive c()-()pcr(t-
li()n cre.)tcs svrl('rgistic effects tor a u'in-rvin sittra-
tion. Succcss is oftt'n tit,pentlent ()n the .rbilitr. k)
()i[qr in\l itLr ti(rn.rlising 1'rocg55('5 to attract ot s of
investnrent and en trcprcneu rsh ip .rnrl to oiier a

\nrict\' ()i extt'rn.tl cconomit,s of strfficient .eolre
.rntl sc.rlt' to btrsirrcss.

()nc significarrt .tspcct tltat ('ntcrgcs tr()nt tlt!'sr'
.tuLli('\ i\ llrt. rtr ognili,,rr oi thL' incrt,.rsitr6 irul'r'r-
t.rnce oi thc l-rrrsirrcss t,rrvironntcnt .ts .r r.lctcrnrin-
ing f..tctor in tlrc conrPt,titivcncss of n cit\'. Ccntr.rl
lrr lhi. is lhr'r It.r,i ['rl rr l.)( l r\ ,rr](l irI.titrItrrrrr.rI
elt'sign oi .r .it\'. As.r resrrlt, tlrc institution.rl
n ppronclr has g.titrocl i nr p()rt.rncr' in ('\ pl.rining tlrc
(1)mpctitive .ln(l comP.rr.rtiv(' aclvantage 0f cilies.

THE INSTITUTIONAL APPROACH
'l hc instittrtion.rl ippr().rch Ir.rs g.rirrt.tl import.rnce
ior an.rlvzing tlrt, rlivt'rsitv of ccorrontic fornt.rtitrrs
in cliffercrrt rr.'gi()ns irr rcct't'rt ycars. Instiluti()ns
havc bccrr clcfint'tl as "rulrs ()f thc g.rrrrt"' in .r soci-
t'tr'. Organizations, r!lrt.ther prolitic.rl, ('con()ntic, ()r
social, [.rt'h.rvc arrd pe rform \r ithin .r f rantcwork
tltfinctl bv instittrtions, r'hich.rrc rcg.rrtlctl as l.roth
forn111 .1,,.1 infornr.rl rtrles. Fornt.rl rullcs .rr(' l.t\\'s
.rnrl rcgulations w,hilc the irriornr.rl rules .lre
n()rms, c()nventi()ns, tr.l(litions, .rntl ctrstrrnts.

l lrus, tht' instittrtion.rl .ppro.rch tloes rrot em[.rlr.r-
siz('thc presL'nc(, of ir.rslitutiorrs pcr se brrt r.ltltcr
tlrt, process of institu tirrna lizati()n - thc instituti()r'l-
alizing 1'rro1e5:igs that b()tlr cncorlrilgc antl supporl
tlillusccl t'rrtrcprt'ncursltiP -.r rccollrizccl st't of
contlrrct, supp()rts, .rnci Pr.rcticcs.

I he tluestiorrs kr .rsk tht'rr,forc .lrc citics up t() the
challcngt'of creating the Lintl oi instihr tior.r.rl thick-
n(.ss rc(luircd? i\re cristing .rnr.l inheritctl institu-
tion.rl structurcs ,lnd interest gr()ups an obstaclt'to
tlre kinrl of inn()\irtivc nrilicrr that is rt'rluiretl for
enrt.rcdtling cn t r(,prencrr r:ihi p .lnd internati()nnl
c.rpital?

RESEARCH METHOD
Tht'methoclologv u nr.lt'rpinn ing this research
tlrarvs trpron tht' instittrtion.rl school of trrtr.rrr
nn.llvsis.rr(l .rc.rrlemic !\'()rk ()n r\orld citiL.s .rrld
glob.rl ur[r.rn nct\\'()rks. In csscrrcc this is .tn eranr-
ination of rulcs, rcgul.rti()ns, convqnti()ns, .utd
structur('s that shapc pr()c('sscs and resrrlt.rnt irrtcr-
actiorrs vis-a-r'is thc cit\"s capncitY f()r .lttricting
artJ t nt[.r'r.lcl rn$ r']t(,rn,rti,,n.rl lr11si111'sr

In cr'.rlurting institution.rI c.rp.rcitics in the studics,
,r :t.rit's rrl \r.nU \lnrctrtrr'd irrtt.rrierrs \\'cre Li)r'l-
cirretctl. lhcse irrvolvcrl senior p()licv nt.)kers fr()nt
cliiicrcnt $()\'ernnr('nt d('p.rrtnrcnts .lrri agcncies,
concernerl \\'itlr thc fornrtrlatiorr .rncl inrplomenta-
tirttr of t'conontic ancl trrt-r.tr-t P()lic\,. Intcrnati()n.rl

Pri\'.rte sect()r p.lrtiCip.tnts rvere tir.t$'n from tco-
lr()nric sccl()rs tlrat have lrcen identificcl as b('ing
c('ntr.rl to the econonric glob.rlization pr()cess in
tt'rnrs rrI hight'r value .rrirlct] frrrctions .rs rvcll as
tlre morc tr.rditi()n.rI st'ctors of cor-ttpar.ttivc aclv.rrr-
t.tgt'in caeh c.rsc sltrclr'citr'. Over.rll a totll of ll8
inlr'ryic\\'s rycrt. c.rrrit'tl out in thc four citics
('r'lc()rlrp(rssing 1 5 diffcrcnt priv.rte catcgorics.

'l ht, tlucstionn.rircs .rntl thc intervic\\, pr()granlnte
rverc clt'signccl to enablc clet.rilctl explor.rtion of
p('rcr,Irti()nri .rnrl .rctu.rl e\pcriqr]cl's of l.xrtlr putrlic
officials .rncl inlr.'rnational firnrs in resPect of .r

r.rrrgc of instituti()nal pr()ccsses and c.rp.tcitics
f ranrirrg .rncl f.rcilitating tlrc busirress onvironnrcnt
irr tlrc sturiiecl c.rscs. These inclrrtlc genr'r.tl clcvt'l-
oPrncnt lisi()n, tht' statrilitv of the business errr,'i-
r()nnrcnt, sccuritv of invcstment, intpact of sp.rccific
rt'gtrlations, .tnd the tlu.rlitv of sp.rtial clevelopmerrt
.rncl infrastructur.ll capa('i11'.
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Lxhibit I

Singapore's GDP at Current
Market prices: 1960- 2000
I)rrf, Sr)//rar'r -Srrr,qr4ar|r' I)rforl t(tt tr/ Slrilisfrr's
dillttttrl yLnrs

I'.rltibit 2

UAE GDP at Current Market prices:
7975-2000
l l..\ E r\ n n t ur l I-crrttotttir' .'1t r-rrtl,t/t,l i l lt'tt' t t l rt r'ttr'
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SINGAPORE
I he conrpctitir c citv oi Singapore (tr\hibit l ), .rs
rvc knorv it totl.rli h.rs tlevclopcrl through rapid
ccononr ic anrl socio-ctr ltu r.t l tr.tnsfornr.ttirrts.
'l his clevclol.rnrcnt nroclel is lrtrilt on tlrc rccogtti-
tion bv the putrlic administr.rtion for valuc.rrltli-
t ion ancl .rcla[rta tion rr[ .rn c\p()rt-()rir'ntr:d
grorvth mocicl, .l str.rtcgv emplovecl bv most
emerging m.rrkcts ir.t Asia. Sirrgaporc transi-
tioncd fr()m a nr.rnufacturing [.r.rse in the l.rte
l960s.rntl 197()s, kr.r knorvlctlgc intt'nsivc sector
irr tht' l9lt0s. 'l his lccl to an .rtlvancenrcrtt in tl.tc
r'.rluc ch.rin in tlris scct()r in the 1990s, to rt'acl.t
thc pl.rtfornr of .r highlv recognizetl region.rl citv
of thc 2lst ccnturr; clt'monst r.rting thc strong
iunrl.rnrcnt.rls oi tht institution.rl svstt'm. I lrc
lrcononric Dt'vclopnrcnt Bonrcl (EDll) lnd the
.l'ra,.le 

I)evclopnrcnt []oard ('l l)B) .rrc tht' kt'r'
tlrivcrs ior takirrg Sirrgaport in the rcgitx.rl antl
global marketplacc .rrrrl .rre thc st.rtu ton' l.rotl ics

th.lt .rinr .lt .rttr.rcting ['trsinesscs throtrglr fisc.rl
incentivcs, sounrl L.rusiness policics ancl cnvirorr-
n'r c!r t.

M()ving t()rvarrls thl] nc\\, ccntrrr\,, thc institutions
have initi.rtctl tl.rc Sing.r1.'orc 2l pl.rn. l'his inclutles
'lirurisrl 21, lntlustry 21, antl Constrrrction 21,

rllrich.rrc mantlatcs to establish.rncl .rchicvc goals
\\'ithin thosc sect()rs.

lir tl..rtc, mort thnn 5,000 intcnr.rtion.rl c()mp.rnics
()pcratc in Singap6rr, n'ith alrout Ir.rlf having
regional ()pcr.rtions. This grorvth has l'reen con-
tributcd t() a significant c\tcnt bv tlrc 20",, fort'ign
rvorkcrs th.rt resitlc in Sing.rprrrq. This l.rrgc popu-
lation [.rase ()f !'xlratrintcs rl'itcrat(]s thc dcnro-
gr.lPIric cticcts oi glotr.rliz.rtiorr on citics.

UNITED ARAB EMIRATES
Unitctl Arab Enlir.rtes (l:rhibit 2), hrrcon Ur\l:,.r
fcderation of scvcn cnrir.rtes- Abu Dhabi, Dutrai,
Sharjah, A jm.rrr, Il.rs .rl Kh.rinral.t, Unrnr .rl Q.rrr'.rin
.rnr-l Ftrj.rir.rh, n.rs est.tt.rlishctl in 'l971. Of thcsc
scvcn cn'rir.ltcs, Abu Dhabi anrl Dubai .tccotrnt for
(r0",, .rnrl 25"r, of UAF.'s Gross Domt'stic Prorluct
.rntl h.rvt'[-ret'n the frontrunncrs in tlrc cconomic
grow'tl.t in the decaclt' spanninll I99()-20(Xl, r.r,hen

tll Irttl
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the UAII rccorrlcrl a grou'tlt of over 110",,. Tocl.rr,, thc
c()untrv is.r nr.rjor rt'gitrnal a(,ntre f()r tr.rrlc .tnd
shipping,.rnri Lrusir.tess antl I l serviccs. A rc.port [rt,
Iinlir.rtcs Intltrstri.rl tt.rnk (EIB) issuecl in M.rv 1999

rarrkr llrr. LAI ,r. tlrr, tl)ir(l m()'l irrrP,,r1.i111 ,"-
c\port ccnter in the u,orlcl (aftt'r Hong Kong and
Sing.rprore rcsp('cti\,01 \' ).

With its low custom t.trif[s, no lrcrson.rl irrconrt'tax,
kru corPttrate t.rr, .ttttl securc [-rusincss cnviron-
nrcnt, Ui\E lt.rs bcconrt..r prc[t,rrccl brrsiness krc.r-
ti()n ir'r tlrc Mirlclle lrast m.rrket. UAE citizcns
.rccour.tt for .r little ovcr 20",, ()f thc [r()puI.ttion,
tvhich irrrther t'nrph.rsizrs tlre ncctl to stutlr' .rn
institutional svstcm tlr.rt c.rtcrs t() econontv .rnrl its
r.ltvckrl-rment.

Abu Dhabi is the largcst of thc scven cnriratcs anrl
tlrc fcrler.rl c.rpitnl. It is the [riBgrst oil Pro1ls11'.'1 1,.,

thc UAI:, controlling nrorc th.rn tt5'1,, of tl'rc UAE's
krt.rl oil otrtput c.r;racitr, .rncl ovcr 9()",, o[ its crtrtlc
rcscrlcs. Abu Dhabi's prim.lrv str.rtcgv h.r. l.recn
thc pririrtization of the manrrf.rcturing srcl()r, .l
not.rblc crrnrplc of rvhich is the I.rrveelah A-'l
lrrtlepenricnt \\'.rtrr antl I'ol rr I'rojt cl. r\t thc s.rntc
time Abu Dhalri lras riivcrsifietl its ccorromic [.r.rse

p.lrticul.rrl\'.rimirrg at tlcveloPing oil re lntcd lrctr()-
ehcmical incllrstries .rs rvell .rs lrrotltrc('r serviccs
.rncl totrrism.

I)lrbai: Ihc Enrir.rtc of I)ubai, n'orkl rt.rrou nt,cl for
tlrr'Burj al-Arab 7-star hotr'll, is built.rkrr.rg tht'crlgt'
oI a n.rrrou l{)-ki]onrctres krng, rlincling crcek
rvhich rlivitlcs thtl s()ullrcm sccti()n ()t lltrr L)rrlrai,
the cit\"s traditi()nal h(,.rrt, fr()nt the northcrrr.rrc.t
ol Dcira. Dut',.ri's oil rt'scrvc lr.rs reclucccl ovt,r the
p.rst dcc.rclo antl is norv cxpectr'd to lre cxh.'lusted
rlithin 20 r,cars. (liverr the tlcplt'tctl n.rtur.rl
rcsources, this t'ntiratr h.rs tlivcrsifictl its str.ltcgv
trr clevt'lopmcrrt r,vith adtltrl cnrph.tsis ()n provid-
ittg a sen'ice b.tse for fin.rnci.rl st'n'iccs, I'1, totrrism.
sp()rting svents, .rntl tr.rnsit tr.rtlc, in its [,id k)
beconre thc financial, t''usiness, ancl higl.r tcch cen-
trc for thc rcgion. In tlrt'afte'rnrath of SePtenrt.rcr I l,
20()l anrl the U.S. governnrcnt's clccisiolr t() cl.tDtp-
rloln rtn funcls ancl invr'stment front tltc Mitlclle
li.rst, .rccorcling to thc Irinanci.rl Tintcs .rt.rotrt $20t)
trillior.rr.r of Ar.tt.r funcls h.rvc [.rct'rr u'ithrlrau n tron.r
thc U.S. Much of this rvill be rcinr.estt'rl in l)ubai
strengtht'ning thr' citr"s p()siti()n .ls .r glotral fin.rn-
ci.tl antl busincss centcr in tht' Mitld lt' E.rst North
A frica region.

Shnrjah: 'l ht, [:nrir.rtc of Sharj.rh oxter']ds .il()ng
.r ppr()xinr.rtclv l6 kil()nretres of the UAt:'s C,ulf
co.tstlinc .rrrtl is.r majrrr irrciuslri.rl [',.tsc for the
UAI:. Sharjah is the junior partner to Abr.r Dh.rtri
.rnrl Dubai in te rms oI contribution to ot cr.rll Cl)l'.
As rvitlr tlrt'othcr t$'o m.rin enrir.rtes Sh.rrjal.r h.rs
.rlso matlc a corrccrtrcl cffort to tliversifr,' its econo-
nrr irr t,r fr.tr.le. rt't,ril, t,,rtri\m .l\ rt'll .r* itr e.r[r.re-
itics in procluccr scrvict' functiorrs. The govcrn-
nrent has s()ught to boost forcigrr investnrent .rnrl
tratlc in st'r't'r.rl rr',rvs, inclutling thc sctting up ()f
the Sharjah Airport Intern.rtion.rl []rce Zono (SAIIT
Zent,) antl the tlcvckrpnrr'nt of thc H.rnrrir'.rh Frcc
Zonc (lll:ZA). Sh.rrj.rlr rr,.rs rccognize,-l [,r,
UNITSC() as thc Culttrral Ca1-it.rl of thc Arab
\\irrld in l99lt.

Tht'ovcr.rll institrrtional sct Lrp in tl.te UAli is.r trvtr
ticr svstr'nr conrprising tlrc ft'drral levcl anei inrli-
virlual cnrir.rte lcvcls. 'l hc rrrlcrs oi thc scycn enti-
rates in thr.UAI-. coml'risc the lretleral Srrprenrt'
Council rvlrich elt'cts tht' c()untr\''s Prcsir.lcnt .rntl
Vrct' PrCsitlr.,nt .rt firr'-r'r,arlv irrl(.r\Jls Ir(rn]
.rnr()ngst its m('nllrors. l'he different cnrir.]tes,
Itorvcver, have.r I.rrge rlt'grcc oI irrc]c]rentlr:ncr irr
rlccirling arrcl iml.rlt'mer.tting their soci.rl .rnd eco-
nonric dcl'clopnrcnt str.rtr'gies .rrrcl frolicit.s.

KEY FINDINGS
Tlrc nrost inrper1.lp1 mcss.r8c cm.ur.rting fronr this
mrrk is to recon[irnr the centr.rl r()lc of institutiolls
in ccononric rlcvclopment .rnrl conrpetitivc posi-
tiorr of citics in tlrc rrrrrltl cc()n()n'r\'. ln Sing.rporr'.t
clcar tle[inition .rnrl opcrrness of thc intenrleel go.rls
for thc courrtrv.rlong rvitlr the initi..rtives that.rrc
ntn(lc a\'.riIJblc to lroth ].rtrhlic.rntl prir'.rte org.rni-
z.rt ions th rou gl.t a focusctl, harnronisctl, tr.rn:ip.tr-
ent .rnd .rcc()unt.rblc institu ti()r.r.r I structurc It.rs
allotvccl thc regulations .rntl busirrcss nr.rrkets t()
align thcir irrtcrcsts. This trnific..rtion has rcsultcd ilr
Sirrg.rplrr(' .ttt.rirring imnrcnse grorvth .rrrd global
rcc()llniti()n.

Activt' ft't'cl[.r.rck rvith tlre irrtcrnltional lrusiness in
clcrt'loPing policit's Iras allout'tl Lrusirtrsscs to
rt'.rIign tlrt,ir respective otrjcctivt's, thcrt'bv avoitl-
ing shocks .rncl incrt,asing .rdapt.rbilitr'. 

.[ his turr
foltl .rtlr'.rnt.rgc oi cffcctivc iml.rle nren t.rtion .rrrcl
c()ntinu()us ciialogtrc on Policics is set t() [rL'takcn
ftrrthrr rtith thc cst.rblislrnterrt of thc Sirrgaporc
Btr siness Iretler.rt iorr, rvhosc l-rrim.rrt' nta ndatc is
t() c.rtcr t() thc busine'ss contmunitv in Sirrgaprrrrc.
Notat.rlr', tht' rcsPonses from public .ll't(l |)ri\'.1tc
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()rllaniz.rti()ns [rorc sinrilarities th.rt rt'flectctl the
l r.r nspa l('s1c1' .rn,.l openrtess in tht' [-rtrsinuss eul-
ttrrc. I'his is orrt' of tlrt' kcvs to .r streccssltrl citt',
\\'lrerc intcrcsts .rnrl .rsf ir.rlion of thc business
contnrtrrtitv art' in lirrc r,,'itl.r tlrc ir.tstittttions anrl
vicc."'t'rs.r.

,,\s a rcsult oi thc strolrli institution.rl p.lrticiPJti()n
irr hrrsirrr,ss l.r( ilit.rti(,n .ur(l ('lli( i('nl :t'rr ir irrl;,
therc is an .rir oi business s('errritv cr('nt('d. -l his is
iurthcr substarrtirtctl [rr' .r str()ng Ieg.rl sr'ctor.
Singol',org Ir.rs bccn eonrmerttlccl hr' .rll rt's1.ron-

cicnts tor its.bilitv t() nl.rint.rill .r jrrst lt'g.rl [r.rmc-
rvork th.rt is 1,r.rgm.r1i. antl highlv cfficient. Thc
rttovt' [-ry an ir]tcnt.rti(rnal e()nr]rarllv to irrtltrrlc
Sing.r Po11' l.rrvs trrr .rnv arbitr.r tion in tlrcir rcgion-
al .rssignment i:i .rn .ldc(lu.rtc rc t'etive rrl thc
samt'. Irr .rtltlition to tlrc sounci lcgal t'rrvirorrnrent,
thr' regtrl.rtions ior eontlrrcting brrsincsses rvere
.rlso s('('r'l as highlr' .rclctlu..rte. Irrccpt irrr thc rising
pr()perty pric('s, thr ar'.rilalrililY oi loc.tl firr.tnce
.rncl rrvt'r rcgtrlation, all othcr issues rarrging ironr
thc polict' st.rlrilit\t cornrption .rntl business st't up
\\'!'rc s('t'n to l-rt' Pro-lrtrsiness. I-hc .rccourrt.r[rilitv
.rrrrl opcrrncss ()t thc instituti()n.rl strrrcturc, rrr()re-
over, .rllorvs fo1 cally icle'nti[ic.rtiorr oI l.rrtrtrk'm
.rr(',)\.ur(l intl'lt'ntt'rt l.t li, 'n ,,1 \tr.rl('Air'\ l,,r r('r lil\ -

ing tlre situ.rtiorr, bc it in tt,rnr,i of cnhancing thc
citv's cultural .rncl leistrrc facilities or lilrcralization
of thc lr.rnking scctor.

'IIrc rlrost inrp()rLtnt issues [acing Singaprol(' in
tcrms o[ its futurc rleve]opnrent str.rt(,$\' is crlsur-
irrg tht' supl.rlv oi high c.rlibrc knotvlr.'tlgc lr.rsctl
rvorkers.rntl nr.rn.rgcrs for tht,t'xpansion of ils cor
poratt' serr,'iccs antl Lnou'l:r'lgt' [-r.rst'tl scrvict's .rs
rvcll as fostcring grc.rtcr inn()\'.rtion. Ihe fornrcr is
tlcpentlerrt on nr.rint.rininl; thc citr"s .lltr.rcti\'('r'loss
io foreign t..tlcnt .rs rvt'll .rs crp.tnclirrg tr.rining of
Irontc grrrlvrt lalent through its u,t'll tlcvclopccl
cclucation s\'sl('nr. Th('lattcr on tlrc othcr h.rrti c.rn
bc partiallr' ('\pl.rin('(l lrv thc stagc at rvhich thc
countrv lr.rs cntcred this irrnorirtion tr.rin. ADB
(Asi.rn I)evelo[rnrent ()utlrrrk 2()01) otrtlirrt's that
.rrc.1s such ..ts Sirrg.rprrrc ancl'l.lipci r('li('d on initi.rl
.lc(luisiti()n of tcchrrokrgli througlr collaborativt'
ll&D anrl ioint ventrrrrs rlith nrullinationals kr
scr:tl the innor'.rtiorr. lt tlrcn nlnrkct('(i this inrrrrr'.r-
tion tlrrough thc clt'r't'loprmetrt of neccss.rrr' phvsi-
c.rl infr.rstnlctrrrc .rntl telrconrnttrnic.ttions for
firnrs to Pr.rctiec thc s.rme ancl sustairr. Thcreforc
thc actu.rl culti\lrtion of Il&D vcnturt's is restri.tcd.
Anotlrcr .rsl.rcct t() nurtLlring irtnor',rtirttr nr.rt' bc

souglrt in a cultrrral charrgt'to set thc mintl frce.rntl
.rIkrrv erl,rcssion of intlivirltr.rl initi.rtivcs outsitlc
the cLrrr('r'rt tcndcnet' for "in tlrt' [rol" .tttcl sccurt'
rvork ctrlttrre antl pr.rctict's.

In tlre casc of UAt'-, [)Lrbai is elc.rrly tl]c nr()st
rlvnamic arrrl institutionallv most tlcvt,krl,crl oi thc
thrt,e er.rnrinccl citics. Sinril.rr to Sing.rpore it has a
foctrsccl ccorronric vision bu i lt .r rorr nrl its tr.rd iti()n-
.rl role as thc tr.rtle .rr.ttl trnnsport hutr of the Mic'ldlc
East n'l.rieh it Ir()\\' \\'.rrts to crp.rntl to r,-'gion.rl
higlrcr r'.rlLre .rcltlt'tl functirxrs in corporatc .rnrl I-f
scrvices, n iclrc rcsritrch .rntl tlt'r't'krprnrcnt .rcti vitl
.rrrcl torrrisnr. Abu [)h.rtri is.rlso iolkrrving r sinrilar
rlt'rt,l,r[]1111'111 \trJl(',lv btrt t^ itll .) )lre.lt('r i'cttt ,,tl
thc eicrelopnrclrt (rf cilpit.rl intr'nsivc pt.tro-cherrri-
c.rl inclustrirs .tntl scn ict's. Slrarjah lra. ,r sut.rst,trt-
tiallv sr-n.tllcr econ()nt\r lls ccon()r'r'lic vision is irr thc
fir\t inst.rllco [-r.rst.tl on the mort,nrot]est olricctivt's
of crPloiting nich(' m.1rk(,is f()r rst.rtrlishing itsr:lI as
.r rcgional rnanuf.rcturing b.rsc rclving on its lo\\'er
c()st fact()r\ t() .rttr.rct largch' srrrall antl ntetliutrt
enterprist's. At tlre s.lmc tinrr'tlrt,citt, is .rlso.rinrinl;
.rt ery'ra11li11g its gas antl oil indtrstries, rlt'r'clo1.'ing
a nichc cultrrral t()rrrisnr inclustr\'.rs \\'('ll .rs its
Iri ghcr v.rluc .rdtlt'tl f uncl ions f or c.rptu ri rr g .rt k,.tst
.l p.lrt ()f tlrc m.rrkt.t for rcgion.rl corPor.rte servic(.s
.rntl HQ itrnctiorrs. fhis is p.rrnllcl k) its tlcsirt for
bt'coming tlrt'higher crltrcatjonal Irub of UA[] .rrrtl
tlr( $r(,rlt,r r('Fi()n \\llil{' ttraitttaitting il\ \trr'l]H
Ioc.rl cultu ra l anrl iclcntitr'.
In lt'rnrs of their region.rl .rmbitions.rntl intcrn.r-
ti()r'r.rl invcstmcnt .rll thrce UAE citics l.t.tve to sonre
tlcgree a privilcgt'ci l.rositiorr .rs trrrlrt'oi tlrt'ir ptttt'tr-
ti.rl conrp('titors c.rn nr.rlclr the conrl.rin.rtion oI
irrccntivcs offert,d l.rv their political anci t.conornic
stnbilit\t high lcvt'l oi infr.rstruettrral clcvelopnrertt,
business su;.rprrrt facilitics anci qu.rlitv of lift'.
I ntlcecl, all tlrrct' cit ics .rncl p.rrticu l.rrlv I )ub.ri h.rvc
succceclt'tl in erploiting tlris .rr.lvantitgc itt cstab-
lishirrg tlrt'nrsclves.rs tlre prenricr rcgion.rl HQ antl
c()r[r()r.]tr. scrvicc krc.rtion .rs rvt'll .rs torrrist tlt'sti-
nation. Basetl on tl'rc Singnp()ro.ur ('xpcri('ncc, hor'-
cver, thcir long tcrt'n sttcccss.tntl itrrtht'r grorlth .rs

rrgion.rl ct'rrtres for highcr r'.rlrrr' arltlctl ftrnctiorts
is rlcpentlt'nt on atl,.lressing cert.rin instituti()nnl
concrrns/irsues highlightctl in tlris rcscarch. Thcsc
c.rrr ['e .lir itlr'.1 inlo t(lnrnr,rrr.rrr,.r\ ()l rirrrrl.rn ('r)rJ-

nnt in g tr()rlr fetlcr.rl rcgu lat iorts,utl struct u rcs anrl
th()sc tlr.rt.rrc \p('cific to thc irtrliviclttal ('mir.rtrs.
'I 

l-tt' fornrcr rcl.ltr,s t() thc ncctl trrr rcfornr of tecier-
nl rcgul.rti()r'l in cert.rin .rrc.rs suclr .rs local partner
ship ,1p.1 agcncl rctluircnrrnts, l.rb()Lrr larrs anrl
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Irr( )P('rt\' o\\'ncr\lri p .r\ \\ cl I .rs cnh.rrci n g tht' rlu.rl-
itr of tl.te legal svstt,nr. To .r cert.rin tlcgrcc inrnri-
rl(ttt LAL ('rltr\ IIrtr' \\ I() !\ill r'ni,rr(r' r('1.)nrr.rl
tht' nrorc rcstricti\'(' it'tlt'r.rl re'gu latiorts sueh .rs thc
Ioc,tl [.r.trhrership r(.(]gircnr(]nt.

()rtc .rrea ()f sp('cilic enrir.rtc conccnrs tlr.rt is conr-
trron to .rll thrcc Ur\l.- citics is the \h()rl.rgL' ()f
htrrrr.rn rcsorrrcr t.lp.lcitics to r'n.rl-rlt' gr(..rt('r it't5tiu-
tion.rliz.rtior.t of tlrt, rlecision nraking .rntl inrplc-
nrr'r)t.rti()n prrrct.s.,, [rusirrtss f ..rci I itat ion .r n,.l rf f i-
ei(,nt scrvicinll. Sinril.rr to the c.rsc ol Sirrg.rp.rorc,
llris issuc must [.rt'tackleri through a t\\,in slr.rtegv
of tr.rining krc.rl capacitr'.lnd attr.rctinll forcigr.r tal-
t.nl of the Iright,st ealilrt'r. In atltlitirrn inn()\.ttive
sclrrnrcs corrltl ['rt. .lt'r t'lrrlrctl to cnlranr't' the cffi-
cit'ttcr ..tntl knorvlt'tlgc tr.rsc of rri:ting pcr\()nncl
as rvt,ll as fostt'rirtg Src.rtcr inter-instituli()n.rl c(x)r-
cl irr.rl i,'n antl ( r(.,r1 irrF .r .r.r'r*r' Lri r'r,rrr nr,,n pu r[\r )\('
arrtl tr nclcrs t.'t ltrl ing. A grrrtl er.rnrPlt' lrt,rc is thc
"firc-flr"' schenrt'ust'rl irr Sing.lpore. lir this must
bc acltlctl t,'"n k,',r.'.,tr.'. in terms of rrrtrtrst fcctlb.rck
nrt'clt.rnisnrs \\'ilh intern.rti()n.rl trusirrt's' h)r P()licv
clr.'r't'lopmcnt .rrrcl i ntPlentt'nt.rti.rt. ('lcarl' therc
.rre r.liitcrenccs [Tt'trr t'r'rr tht, threc t'itir.s. I)trtrai is br,

l,tl rrtrtituti,,rr.tllr llrr. r:r,r.l clt,r t.h,Irr,cl .ln(l lr\ rr.(\i.
Abtr I)h.rbi on tlrt'otlrer h.tncl h.rs entcrgt'ri as insti-
tLrtion.rlly thc rveakt'st. N()t onlv irr tlrt'arrus out-
littt'cl but also in its lack of instittrtional .rrr'.rrcncss,
r.lnll('c('ss.lr\' [rtrrrirucr,rcr' .1nd thr prr'\ir]ent gift
oricrrtcrl rvork ettlttrr,.. tlhich ltucls lo t.rccssive
pcr\(n].1liz.1ti()r1 ()[ S1)\'crnn]cnt^)usincsr intt'rf.rce
antl thcre[ort,ar('.rt(,\ Ltt']ccrt.lit1tr' .tr-ttl thc scolrc tor
incre.rserl c()rnrpti(nr. Ilrt' nrost inrp()rt.)n1 .rrc.t ()f
(()r'l(('rn specifi( to Slr.rrjah stcnrs fronr a lacl.. oi strf-
ficient claritv in its t'r'onttntic ohjcctivt,s arrrl its
cfltctivc circtrlaIion .rs rvelI as .r p('ra('i\'('(1 inrtral-
.ul(\' bct\\'c('n sor'ial antl ('c()n()ntic o[rjectivt's.

Iiinalh; .r rn.li()r is\u('1)i c()n[crn rcl.rtt.: to thc soli-
t.rrv go-it-.rl()nc .rttituclt. cr ictnt in ,rll tlrret' cities.
I ht' Sing.rport'arr cranrple h.rs highlightcd thc [ron-
r.'[its of crc.rting svncrgit.s for fr.rll r,rtilization of
Potenti.rls .lr'rrl (()r1rPlt'nrcntart' [.rctrlrs t'nrlorv-
nrents. In the c.rsc ol LlAtr thc most logir.,rl st,trting

P()int f()r crt,ating strch svnergies is bt'trrt'en thc
ditlcrcnt cmir.rtt's t lr('nr \('lvc:,. Clcarlv n,rnt' rri thc
(,Drir.rtrs c.rn.rfkrrt] to bt'lr.rnrpcrcel in [.rrrrsrrin$ its
,.lt'r'clopnre nt.rl otrjt't tivt's bv thc corrflir'tin$ inter-
r'sts .tn11 rlcl clol-rnr(,nt st r.rtcgies ol tht' otlrt'r r'nr i
rates. Ncvcrthelt'ss, llrt're nrc nt.ri()r interconrrcc-
tiolts .tltrl c()nrpl('nr(,nt.rrv ftrnctiorral netivitics
rvlriclr slroulcl [.rt' l'tarncsscrl t() grr,.ltcr ('Ii('ct.
Nrrrlht,ro is tlri\ rn()r(.e\ idcnt th.rn brtrvt'ctr l)u[rai

anrl Sh.rrj.rl.t rvhich fronr.r rcgional prhp('ctive c.ur
[.t'etrnsitlcrccl .ls Prrr[ ()l tlrc s.rmc u r[-r.rrr contrr[',.t-
tirrr. I his trtrs cl('.rrlt ('\'i(lcnt fronl ()ur ii'rt(,rvicrvs
\\'itl) lirnrs in botlr citit's highlighting tlrt'eonrplc-
lttr.'r'tt,rritit's betrvt'cn tlre tw() citics .rs lrenefiting
tlrcir region.rl c()r'r'lpr'titi\'(' positions. Mort'ovcr ll.re

Iogic anrl impcr.rlive ior crc.rtion of such svnt'rgics
h,rs inert'.rserl, givt'n tlrc slatec'l objr:ctives oi [)rrb,ri
.rntl Sharj.rh in lrcconring rt'gion.rl ccntrt'r for niche
rt'stu rclt .tncl elcvclopnrcn t .rnr.l etlrrc.rtion.r I .rcti vi-
tit's. I lrt' most inrp()rt.rnt t'ltntcnt in tl'rc succcss oI
Il&l) rcgions i:i tlrc cr('.lti(n) of .r I.righlv irrrrorttivc
.t ncl nt,trvorkit.tg r.n i I ietr. Strcl.t innov.rti vt, rrt,l rvorks
Jrc irr trrrn morc likt'lt' lo [.re cre'atr:cl in a grrru,ing
rurt,an .rgglomcr.rtion rlhieh utiliscs.rII of its ilrno-
\Jti\r' p('tcnti.rl irrclrrtlirrg t,risting incltrstrit,s antl
oratlt'nric institutions. Herc tlrrrc is.r clc.rr tlst,frrr
('r'rc()rrr.rgir'rg gr(,nt('r \\'ncrgetic tlevelopnrcnt
trctu t'crr L)ubai .rrrrl Sharjah pnrticul.rrlv in l('rnrs ()t
aearlcnr ic .rncl ind ust ria l l inks kr h.rrness .urtl tl irt'ct
tlr(' i|lr.l()v,rtivc pott'rrtial low,arcls creating a sus-
tainahlt' Jl&D cr.rvironnrcnl. Tlris of cotrrst, rloultl
h.rvr.' lo tre .r long ternr 1r[.rjcctivc trtrilr.ling up
rt'sr'.t rch c.rl.r.rcitit's throu gh .ln intL'rc()nr'rcctcd pr()-

Sr.rnmre ()t intlustrial antl acadcnric clt'r't'krpntcnt
irr both Ioc.ltions.

Wlrcther Dubai u,ill [,e successful in crltrlaling
Sing.rporc, or rvlrt'tht'r I)trt.rai antl Sharjah rvill
rvrrrl conrplenrcnt.rrih; or it Shaqah c.rn forntul.ttc
.r clc.rrcr vision,,,\bu I)lr.r[ri a mort, so1.rlr is1l(-.] 1..1
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As ean [Te seen, tht're is .rrr incrctrsctl trnclt'rst.tr-tt1-
ing arlor.rg n.1ti(ns .rr(l citics of thc c()nrpr'titi(nl
that tht'r' nrust ('ndur(,in ortler to link thcir econo-
nr\ lo tlrc glotr.rl r.rltrt' eh.rin. Thc tlcvt,lopnrent
\tr.rtegv is .r frrrm.rl rrrtlcr oi jrrst th.rt, rvlrert, in thc
eilr clt'fincs its rolt' irr this r'.rlue ch.rir.t .rntl rrtilizcs
i ts rcs()rr rccs .rnd c()nl P.r r.rtivL' acl r'.rnLrgt,s to 1-rosi-
lion itscli.rs thc Pt,t,r tor tlre [rrtxluct. I l()rYcvcr, tl]is
.rcconr plishmcnt can t'asilv fall slrort rvilh the lack
ot t'ilt'ctive institrrti()n.rl thickncss .rnd niml.'lcncss.
,,\s thr,'rulcs of thc g.rnrt" thc:ie institrrti(nrs cst.rb-
lish .r tr.rnrclrrrk firr .rclrit,r'ing thc st,t r ision .tr.rtl
( r('.rl(' .m rlrb.rn cn\ir()nnlcrrt th.rt lrhvsicallv anr]
ccr rnorrr ic.rllv helps irr strst.tirring its c()ntpetitivL-
nt'ss. Sing.rpore has .rchir'r'erl signitic.rrrt succt'ss irr
thr'l.rst forrr tlccatlt's, fronr a snrall citv t().1 r(',]i()n-
,rl anrl .rn Asiln citr'. lt n()\1, .rspircs to bceonte .r

glolr.rl eitv for l.rtrsincss functions antl tlte r[Tovc
sturlv erPlttrcs tht' Pott'ntials anrl shortcolnings
that it l.rosst'sses in its stritlc. As for tlre thrcr.'Ur\E
eitit's, thc intr.r citr [rrrtetiorts .rncl intcr citl tunc-
t iorrr .r rt. f.rr.rr-.rr lr..r.l i rr I lrt, .ttrtl r.



instittrtion.rl \('t uP. ()r'l()r thit nr.rttr.r Singaplrlg .r

global citr in llrt' ttrlrrrt', i. .rr .r\pcct tltat rr ill ltar t'
Io [T1' ,.1,1'1'1. Brrt rrrrt. thing tlrat clcrrlr st.rntls rrrrt for
.tll llrt' sLrLrictt (rtt('. rr lll(, ttttrl l,r rcrottttzt .tntl
inrplcnrcnt slralcgics tlr.lt supp()rt, ('\pl()it .lnd
[rcrtt'iit tht' soe io-r,r'onorn ic st.ltus ()[ tlrr' titv antl
lhc Irum.ln cnpit.rl llt.rl brrilds it. 'l he rt,lort', lor tltc

ll)l Rr,Ar Es r;\r r, lssr[.s, FtlllWi tu 2002

L r\lr eities, Sing.rl'ort, nr.r\' st.rnd .rs .ur t'rt,nrpl.rrv
r'r.rtrtPlt' rr[ .r citr', [rut t()r SiIlg.lp()rt' tlrt' rrt't'rl to
l.rtrnch irrrther in lhr'glrr[r.rl rc()n()nrv rr'sts ()n the
r.rnrt'principle .rs r('(luirc(l in the UAII cilit,s, tlre
hrrnran c.rpit.rl .rrd llr('ir cnpncitv t() [rrrilrl, foster
anrl a,.ltl yaluc to tlrc Lnorr'lctlgr h.rsetl r'cononrics
ot tlrt'l'orltl.
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ABOUT THE AUTHORS
Simon Thomson CRE is

I'rirrciyrrl ol li.tlrtil lnlL'rt:rllirttrLtl
I h! I lt :',1,,1,,t'.ti l ni I i tt I t't' t tnl to, tnl.t:o.

rk) n llrili\lt l,rr:('r/ i,rrlrJ,,,r,ir'rrl
n lnil crutsullnn.'tt rr//i ri11 :|r't irrl-
ist lrrrli'ssirrrra/ s{'/ i,i.{ 5 ll) fllc
rL!ttil itdustry, .|r't irilislrg rrr tlrc
,,rrrrL',. r)i tlrr' .\lrrirl/c i rr.l irrrrl
l't,llt'nl Llt'opt. Si,,ir),r is /i,r
ltltrttl iortrtl Iir'lrrii Cr),/s ri 1tli,r I
trr,l rt Ftllo;l' (,f t/r, /i,)Vr?1

l.r'lil ilinti ol \- ltrt I trL d
Srrr r'r/rrts. llr i! nD ttLlit| lttttbL'r
ol lltr lntrntnlirttrrl Couucil o.f

Sltrtlltir13 91,,1,'r' 1,rrsr'r/ rr \t'a'
)i)rl rIIri ii'rl. rr /r,rirrrlirr,(,1ir',rfr,r
ol lhL' Nlidik 1-asf ('rrrrrrtri of
-Sltrt11tir,q 1--,111 1,'., I) r Lb n i ol iL' I t iL' I r

/r(' {rt,r/i,rlr'f l, i','lrrrt. tl rtrrlil:
c.intott.Il tntrotttt t t l ttiIinl at ri! iou

n-1lrt. sh,'P1'1116 cl'ntrr nl.rrkct in I'lrc Ar.r[riarr Gr.rlf ('o-C)pcr.r tior.r

I L..,r.rncil nrL'rrbcr 5t.rt.:5 (Bahr.rirr, Kun'.tit, C)m.rn, S.rucli Arabi.r,
I a-,.l,.',, .rnLl L'rritcrl .,\r.rb Emirates) h.rs rc.rchecl .r lcvt'l of nr.rturi-

tv th.t is comnrcnsrlr.rtc rlith the U.S..rncl Europc.rn Unittn. So nruclr
so tlrat clcarly clt'finccl sub nr.rrkcts .rre r.tou, enrcrging. 'l heso arc atrout
to trc joinetl br'.rnother e\citing c()naept ne\\'k) the Mitlrlle East, thc
otrtlt't nra ll.

RECIONAL CENTERS
At thr'top enci of thr. sc.rlc.rrc tht' nr.rjor rcgion.rl ciepartnlcnt st()rc
..tr.tchr r rr',.1 specialitv centcrs suclt.rs Al Fais.rli.rh antl Kingtlom Mall in
I{iyaclh, Al liashitl Mall in Al K}rob.rr, Ncn'Burluman ar.rrl Wafi Mall in
Drrl',.ri. ond Sct'f Mall in IJ.rhr.rin.

HYPERMARKETS
Ncxt collrc tht,ht,pcrm.rrket/supcrnr.rrket-ancltorecl ccntcrs typificd tty
the ('ilv Ccntrc fornrat of thc Majid Al Ftrtt.rirl Grou[' of Dub.ri .rntl
C.rrrcfour of Irrancc 11( plrrr' lrcing ioir.ree] br' (lt'.rnt-ou r.tetl bv C.rsino
also irrr:r Fr.rnce .rnd Fu-('om ol ll.rhr.rin in the Ctrli. -fhese centt'rs
r.rngc to up hr 130,(X)0 srl rr (.rppror. 1,400,000 sq ft).
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"STRIP" CENTERS
r\ thircl c.rtt'grrrl c()r.Irpri\('\ snt.lll('r (cntrr\ t\ pic.tl-
h' ir) thc 7,it)() \(l nr (nppr()\. I'il,{)0() sr1 ft) t() Ii,()()()
s(l nr (.rppro\. l(r1,0()() sc1 It) Gl-A rangc. Tlrr'sc rrr.rY

rlell lrc of higlr qtralitr' [rut $ ithotrt ,rr']\'sil]rilic.rnt
(l('p.rrtmcnt st()r('()r big lrot-tr [rt' arrchrrr. L.u.rlh
Irrc.rtetl in \trip t\ pc
Ioe .r lions such .rs

Itrnrcir.rlr li'ach Roarl,
l)tr[r.ri; Qu rnr, \1trsc.r1;
.rn,.l C)l.rr,'.r, Ilir'.rclh,
tlrese ct:nters Pr()\'idt' .l

nrodcrn high \t rcct-tv p('
sp('ci.lit\'()[h'r.

( apPror.2,66ll,51)0 sq ft) of rctail .rntl occrrPvirrg.r
sitc oI 1,2()0 .rcrcs.

AIRPORT AND RAILWAY RETAILINC
TIre rltrlr'-frce [('[]u t.rti( )r'l oi tl.rc (ltrl['r lcarling air-

P()rts i\ Itgtn(l.rrt ; Irotvt't t't, thc or t'rall rct,lil ()iicr
lras iailt',.1 to kct,p p.1c1

rvith olhcr lt'arl ing
\\'()rld ( l,l\s .rir1.r1r11..

I hc op('rlilrll ()f tlrr' nr'\\
tcrrninal irr [)uba i antl
tlcvcloPnrt'r'tt of a rrolhcr
this t't'.rr ( ()upl('(l \\'itl)
r rthcrs tr trelcr rt,clt'r't'lop-
nrcnt .rer()ss thc M irltl Ie

l:ast xill prcs(.r'rt .rn
tlllri\'.llr'(l ()pfr()rtLttlit\,
('nh.rre('(l [rv prir'.t tiza
li()n, t() ( r'(\rte .M .rirP()rt
rct.til r rlfcr rcprcsrnl.r-
lirc of tlrt' r.rngc .rrrtl
(lrr.rlit\' .r\iril.rblc in the
rt'gion's lt,.rtling nr.r lls.
Srr f.r r, airport rct.rilinS
lras ntostlt trt'ct't cott-
fint'cl to air-side rlLr ty
lrt't,. 'l lrt, ()[rportu nit it'!
hrr thc rit'r'elo|ut'tt'lrt rrf
l.rr tl s itl e slropping to
incluclc c()nven icllc('
antl srrPt.rnr.rrkct slrop-

Pirrg i()r nrri\ ing [r.l!-

.,-,-:-

TIRX"Y

-l"r'tnanMIXED.USE
CENTERS
Art inert,asinglv inr l.ror-
t,rnl c.rteg()rY eDrbr.rcr'.
.r trro.rrl r.rngt'()t mi\('(l
u\(' pr()jccl\ in rr hich
rt,ta il pl.rvs .r sigrriiic.rrrl
lrlr'. l his rl.rv t.rkc tht'
fortrr oi rrr t'r.rll sp.rt-t'
srrrlr as Al (lhtrrair Citr;
I)r.r[.rai .r nrl in others
u'ht'rc the rhoppi11g
ct.rrtt'r pror iclt's .t k'r
crilic.rl conrlTonrnt t,lt'-
nrcnt t() th('strceess oI
tlrt' over.rll .r'ltcntc. ln
llrc [rrrnrer both clt,-
rr1('r'tls-re t.ril .rrrtl norr-rt't.ril in effcct bt'tomt'
'trrtrlu.tl anchors'of tht'sehenrc, rvlrilc irr tlrt' l.rtter
thc rton-rctail rlill .rsstrrrrt.r'n.r'l\ ()l tl'rc f.rct'ls of .tn
,trttlror. Tlrcse tvpicallv rvill conrprise a srrlrstarrti.rl
rt'sir.lt'nti.rl .rntl/or ofiict' trrnter.rt tlrat lr.rvc tht' effect
of gcnt'rating rcgtrl.rr irrotfall front a I irtu.rllr' 'tictl'
.r rr rl it'r'rcc.

I-ristirrg cronrp.rles inclutle l:nrir.rtcs Iirrvcrs
Iirult.r arcl, I)Lrb.ri .rntl Irrrttruh .\l Khnir ('r'r'rtrr' .lnd
i\bu I)h.rbi \l.rll in r\brr I)h.r[ri. It is or,'t'r llrt'ncrt
[eu, t'r'.rrs, horvt'r'cr, th.rt signifie,rnt pr()jc( t\ ()f tl]is
tvp1' 1r'1;Ibt'r'ontplctr.rl. In I)ut.r.ri thcse u'iII inclur.le
[)trb.ri \l.rrirr.r, Ijcstir'.rl Citr .tnrl l',r]nr lrlantls. In
C.riro, St.rrs ('itr; irr Ktru.rit thc Millcrrniunr
W.rk'rtr()nt, .rrrcl in Balrrain thc,,\ntrr,.rj Islanrl .rntl
L)ttrr.tl,\l-ll.tltr.trt't [1rrrl( ( t\. I ll('( .lr(' ri*rrilir.rrrt
projt'cts irr irrtt'rn.rtion.rl tcrnrs r!ith tht' I)tr[r.ri
Iicstival Citv pr()\,idinll 2.ltl,()()t) sq rnctres

scnll('rs, .rirp()rl st.rff .rrr.l otht'r non-l r.r vcllirrg visi-
tors,rr(' ()pcr-t to lre cxlrloitt't].

Tht' rt.ecnt Ann()rrncrnr(.lrt th.rt corrstrtrctiorr rvill
st.rrt this ve.rr on the first Ph.15g of .r ptrblic trans-
p()rt r.ril\\'.tv s\'\tcm ill l)trhai rrith lhc mairt rail
st.rtion Irc.rtctl nt..rr tlrt' \ltrnicip.rlit\ flQ will lre
tlrt' krrll poirrt of nt'\\' (levcl()pn1(,nt incltrtling
sh()pPing m.rlls, thc.rtrt's antl cint'nr.rs. Oncc again
Dr.rb.ri u'ill [.rr.' st'tting thc trenr.l f()r ()thcrs in tl]c
rcBi()11 t() cnr tr l.r tt' i n f rr trr rr' t'c.rrs.

OUTI-ET MAI-I-S
.\ll ol this rctail sPacc sotrrt.6.5 nrillion st1 nrt'ters
(7(),(l()0,()0() stl lt) (iross I.t'as.rble r\rca ('(il.A') in
Dr()dr'nr shopping ccnlcr\ .rcross thr. rt'gion [rt,

2()t)i t'stinr.rtt'd bv lictail Intt'rrr,rtional uitlr
sotrrr' 2J() cross [Torclt'r brancls, ir l]cpcr.rting .rr
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urgr'nI rcquircnr('nt f()r the tlt'r'r.'lopnr cn I atrrl [rro-
vision oI otrtlet nra lls.

Thcsc 'hol.rping ccntcrs ()lt('r.r conrtrin.rlion oi
fanrrrtrs [-rr.rnc1s .]t disc()unt pri(('s often ine()rp(x.rt-
ing lt'istrrc .rctiliti('s in.rn t'reiting e t'tvirr rrrmt.ttt

targctt'rl .rt visitors of all .rgt's. Suclr c('rttcrs n()t
(nrl\ n[][rr'.]l to b.rrg.rin hunlr'rs bttt.rJso proviclt'.t
c()n\'(,ni(,nt ()utlet lor rct.rilers t() shift sku'selling
nrcrchanclisc, f.rcilit.rting [rct;uent tuntot'cr oI
stock arrcl .r c()nst.rntIv reircslrt',.1 inr.rge.

Scvcr.rl rlevtlopcrs in the regi()r't .rre knonrr to be
pl.rnning .r serics oI outlet m.rlls.rcross tlrt' Mitlr]lc
E.rst rvith rlet.rils srrrn to [-rc anltotrncctl.

In liurol,e m.rrket lc.rclers inelrrtlc Frt't'prrrt .rncl

McArthrrrClerr rvith, in North Arntric,r, I'lrt'Mills
CorPor.rtion, n()\\' .ll\() movitrt irrto Ettrol,t'.

In thr' L.S. strch rcntcrs arc tr'picallv rvt'll ttver
1()0,(X){) sq mctcrs (,rp}rrox. l,l0{),0{)0sqft) (;l.A ind
retluirt'a c.rtcltnr('nt [.ropul.rtirrrr irr crct'ss ot 5(]0,00()

\\'ithin J tcn t() [iil('('r'] nrintrtt's tlriVc.

In Ilrropc outJet ccr]t('rs nt.')\' [rt' Irrttch snrallt'r rvith
25,()01) st1 nletcrs (s.r\'270,0()0-sq ft) Cl-A tvpieal btrt
tlrt, trcrrrl t,rrr.rrLl L.\. rlirrrt,rr-irrrr. ir gr,rrring.
A[.rart frorl qunlit\ nnd r'.rlut'.rtr itrgrt'tlir.'nt t'sscrt-
ti.rl for tltt, succt,s. o[.tny strclr cetrtcr is acrr's of c.rr

p.rrking often .rvtraging.rt thc htio of I ,..rr sp.rcr'
p('r l(l \q met('r\ ()r.lr()und l()() sq tt CI.i\.

RENTAL VALUES
'l he Mitltlle E.rst is rro cliffe rt'nt front rrrarrv other
multin.rti()n.ll nr,rrLt'ts rlitlr a rvirlc tlisparitl oI
rcnt.rl r.rltres .rcross tlte region. I-hc issrrt' c.trt bt'
ckrtrtl,.'tl too [rv tl]r' [r.rvn]r'nt ol "kct"' nr()nc\' ()r
pr('nriuIIl bv tcn.rnts to sccur(,shoP trnits in p.111;a-

ul.rrlv rought .lit(.r l()c.rti()ns. Ihis is p.rrticul.rrh
prc\',rl('r'rt in Kurvait n lrcrt'at ottt' timc.r st'cottci.rrv
markt't rlt,r'clo1.rt'tl in tr.rclirrg r,.rt.rrrt sho[r units.rs.r
conrnrotlitv ratht'r th.rn for nornr.rl ret.riI purp1l5g5.

In nrort' rcccnt \'(..rrs rrith tlrt' cvcr-ir)crc.rsing
so1-rh ist ic.r tior-r oi slrrrpl-ring (('ntcr nr.nr ll.l gcnlL.n t

It,tlrrrrtltrt's, tlrt irtlrrrtltttli rt rrl lufl] ()\r'r r('r'rl\.
sen'ict' eh.rrgcs arrd lcgalh' t'rrhrrcea[.rL' lt..rses tht'
prnatia('1)f tcn.rrts [rcirrg a[.rlt' to tr.rclc orr tht'ir units
\\'itlr()ut rchinrir'rg tl'r('nr t() tht' lanclkrrd is tlving
out.

Rcnts art' .rlnirvs 1,.rr'.rblc in ,rtlr'.rncc art,.l nt.tv
r.rn$('tronr mtmthlr; three nrontltlr; bi-annttalhi or
in [Trroyant m.rrlrts, annuallr'. l'ht' Ar.rbi.rrr (lrrli
Statt.s rvith thr.' crccption oI tlrc Unitt'tl Arab
Fntir.tlr'. ,rPr'r.ttt' lltc n]('tn( \\'\l('m ('l t)'tr'.1\ltr('-

nrt'nt, rr ht'rc.rs thc UAE still Lrscs Inrpcrial (tt'ct.rnrl
incht's). ,\ll ot thc (ltrlf curr('rteir's art' firt'tl hr tltt
U.S. I)oII.rr th.rt nrakcs conr[r.trisrrr rclatilt'lv c.rsr'.

I lorvcvt'r rlith sonre (luoting rr'nts in st;uare fect
p(,r.u]nuIIl, sonre in srlu.trr rn('ters ficr Irronth.rntl
rrtlrt'rs i n s(lu.rrc nr('ters pr'r .r r'rlu nl, .r spr('.1(lsheet

.rncl I'( ean be rrscitrl!

Thc tlivision of sho[r ttnits itrto zortcs for tl'tr',rssess-

mcnt ()i r('r'tt.rl r alrrt' strclr rs is the nornt irr thc
Unitt'rl Kingclonr is rrrtt pr.rctict'tl in the (itrlI uitl.t
.rn ovt'r.rll stantiartl rnto beirrg ch.rrgetl.

The nrost (,\|r(,n\i\r' Itc.rtion in thc I\liddlt' I:ast is

Drrb.ri rrlrcre to1.r 1.'1n;1 rcnt.rl r'.rlucs.11q' [r1'111q'('11

thc r'qtrivalcr.rt ol U.S.$100 to U.S.$15() Pcr s(luarc
foot l't,r artlrunr. Iit'tail rtnts in l)trtr.ri rlill ltorver
er conr,.' trnclt'r r'\tr('r)lc pre\\urc in tht'rtt'rt fcrv

t e.rrs .ts ll'tt' grrrrvth oI rrerl shol.rPing cct]tr(' sp.lc('
secnr. rrnal-r;rtcrl. l.orvcst ratcs .rt .1r()Lrn(l U.S.$50 kr
U.S.Sl(X) arc likt'lv trt bc irtttnr.l in citit's srtch as

\ltrsea t, ()m,rn.

lf \\cstern \11lu.rli()r'l tcchniqut',r .rc nPpli('d .rvcr-
.rllc ir'r\'('\trrent r('trlrns or capit.rIir.lti()n r,rtc! .tr('
gcncrallv in the r('ti()n ()f 1()",,.

FUNDINC
Shopping acntcr (l('\ cl()frcr\, \\'h() .1rc .rlso .rlnrost
alrr'.rls thc ount'r., [irr.rnct' lhcir projects iront .r

varielv oi r('s()urcr,ri. Sonte nr,r\ comc cntirclv ()r
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INVESTMENT RETURNS
Tlre l,asis of conrparirrg rc.rl cst.rtc itl\'('strtl('ttts in
thc \lidcllt E.rst r.rrit's consirier.rblv fronr tlr.rt con-
vcntiorr.rllv kno\\ rr in the l't'st. In nr.rnv ca.cs l.tntl
r'.rltrc rrr.ry rtot Irt' incluclcrl [rt'eause cithcr it I.t.rs

bccn hr'ltl in tlrt. [arrrilv for gt'ncrations or I.nav

h.rvc [,r't'n giftcd br a rtrling f.rnrilr: I--qtrallv it is

onlv r.rrrlv that a slroprl.ring cr'ntcr tlill ah.rng('
h.rntls. lhis m.l\' ()nly c()nrc .rb()ut clttt' rttore to .t

rc.r rr.r ngenton t oI orvncrship itrtt'rnalIt' [rt'ttveen
tu o rrrt.nrt-rcrs of ,rn orvning [anrily or itr tinres of .r

su'crclv r.listrcsst'r.l rrr.rrkct rr hcn the lenrit'r mat' [.rt'

forcell lo forcclrst'()n .l l().ur.



Erhibit I
Middle East
Estimated completed and
planned shopping centers by gross leaseable
area in square meters
Srrrrrrr'/ir'/rrrl Iulr]1 1i tnl| ! )l)l))

Exhiltit 2
Middle East Total Shopping Center Space
planned as a proportion of the total.

-i,rrr(, /ir1ii// lIlrrinttrunlt, :l)lt:

2,'146.@O m2
in th. pip.lin.

4,373,0m m2
completed

subst,rnti.rllt'frorrr inte'rna I t'tluitr; sonrt' nr.rr' lre
pr()\'idr:d [rv convcntional [.rank lo.rns or nt()rtg.lHCs
fronr cither loc.rl or intern.rtion.rl banks. Thcsc
de1.x'n11i1t rt.,,,,, thc sizc o[ thc pr()ject nrny bc syn-
dicatt,cl to ..t rturnbcr of b.rnks. I'r()iect cost:i up to
U.S.5 I billion.rre not unknol'r.r. I-oc.rl .rntl inter-
national l.ranks m.rr' .r lso prov itle L.rorrorl irrgs using
Islanric [.r.rnking prirrciplcs th.rt escherv tlrc concept
of intt'rest anrl although kxr rlt't.rilecl kr rlt"',elop irr

this 1.r.t61t:1. gcncr.rlh involvc tlre lentlt,r t.rking
sonrc fornl of ctluitv ou'ncrslriP in thc proj(.c1 fe1 .1

spccificcl period .rt the cnc] of rvlrich tht'orvncrship
is'sokl'Lrack to the borrorvcr at .t prc-tle te rminerl
pric(' l() sh()\\' tlre Ierrclcr.r nrargin for tltc provisioll
oI firrancc.
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CEOCRAPHY
The Ara[,ian Cult (1)r Persi.rr] (ltrlf as its is knorvn ilr
thc \\'est) lies irr rvcst Asi.r on tlrc c.rst of the Ar.rbi.rn
pcnirrsula. \Vith Ktrurit.rt its hc.rcl it cliVitlcs thc
countries of Ir.rr1 ancl lran on tlrc cast iront Sautli
Ar.rbi.r .rncl the otlrrr Gulf Statcs on thc \'t,est.

Tht lt'atling Culf cotrntrics arc The Kingtlom of
S.rtrtli Arabi.r, I'hc Unitetl r\r,rb Emir.rtcs, The
Sult.rrrate of Onr.rn, The Kingclom of Bahrain, The
Statc ()f Qatar.rntl the St.rtc of Kurvait. Although
caclr is t,ntirclv intlcpenclcnt .rrrcl a nr(.nt[',cr of tl]c
Unitcrl N.rtions ancl lVorlr.l 'l r.rclc Org.rniz.rtion,
thev are c.rch.r nrcmber of tlrc Arabian (,ulf Co-
Opcr.rtion Cotrrrcil. Tl.ris is sonrcn'hat sintil.tr to thr:
Etrrol,t'.111 Uniorr .rinrccl .1t incrc.rsing int('gr.ttion in
tcrnrs of tr.rcle .rrrtl ntonct.lrv trnion [rctnccn thc
me nrbe r countrit,s.

lVith nrinimal pers()n.ll t.r\.rtion thc region enjovs
L;n()rnl()us rve.rltlr tluc to thc \ilst cleposits of natu-
ral c.rrbons ()il & gns) antl otlrcr mincr.tls. (lross
Donrestic I)rorluct ltr cnpit.t r.lnges ironr about
51(),(X)0 in thc less lr'ell off rt'gions to rvt'll ovrr
U.S.525,(X)0 in the rvc.rlthiest citics.rnrl st.rtr's, sucll
as Q.rt.rt Kurv.rit ancl UAE.
Thc Poprsl.11j1n1 of tlrc region is rapridlv ('\pnncling
u ith rtrrt' oi thc voungcst rlcnrographic prrofilt's.
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lViddl. East Shopping Ccntrc Survcy Spring 2002
Estimatcd Compl.l.d dld Planned

Shopping C.ntr.s by GLA m2

t

Retail Sales Figures
Urrlike North Anrr'ric.r suclr information is.r close-
lv gu.rrtlctl s(,crct .1mong thc Cult rctailers.
Exltrit'nce how't,r'cr inclic.rtcs that higlr-cnrl fash-
ion ap1.r.11el in tolr locations such as l)utr.ri mav
avcr.tgc in the ortlcr of U.S.$5(X) pL'r s(lu.rrc fo()t.
Salcs o[ jr:uelrt; golcl antl pt'rfume houcver.rrc
likclt' to subst.rrrti.rllv cxcccr'l tlris figrrrc. Manv
shops.rlso oper.rt(' its sltolrtxrrns w,ith rvcaltht,
custonrcrs having nrcrch;rntlisc scnt t() tltrir homcs
for pliralil vicrling ancl lrurch.rse r.rtlrer tlr.rn in
nr.rll. 'l r.rnsactirrns such .rs thtsc m.rt be l.rrgc .rnrl
m.ly n()t feature in tlrc tratlirrg rcturns for intlivirl-
ual shop units.



TIre tot.rl is cstimate(l .rt .rrour.ttl -l() nrilliorr of
ryhich over lr.rlf .rre in S.rtrrli r\ral.ri.r. Tht' poPql.l-
tion is l.rre rlominantlv rrrb.rn rvith cities suclr as

Ilivaclh, capital of Sar-rcli Arabi.r, rL'portc(l to h.rve a

Iropul.rtion of arounrl 5 nrillion. C)tht'r principral
citics.lrc Jcrfulah (Satrdi Arabia), Ktrrvait Citv
(Kurr'..rit), Dubai (UAE),,\bu t)habi (capit.rl of tl.re

UAE), Sharjah (UAF.), Manama (cnpitnl of
Ilahrain), [)olr.r (capital of Qat.rr) anrl Musc.rt (cap-
iLrl o[ Omar.r). Al.r;rrt fronr Jt'tltlah, thc fonrcr c;[.ri-
t.rl of S.lucii Ar,rbia, rvitlr n p()prrl.ltion o[.rrounc] 3

nrillion, thcsc ()thcr citie\ r.rngc tronr .rrouncl
500,0()() to 750,000.

Ihc inrligcnous p()pul.rti(nrs .rrc boostctl [,r' large
nunlbers of t,rp.rtriate rlorkt'rs .rnd thcir fanrilies
including, nranv from South.rncl East Asia.rncl
fronr thc Wt'st.

I lrc cnvirorrnrclrt thcrefort, is krt.rllv nrulticrrltur.rl
provirling rrot onh'for crcitirrg.rncl vibr.rrrt com-
nrunitiL.s [.rut oPportunities ior rctailcrs r!ith .r

tunicluc r,rngc of tritling opportunitics.

JOURNAL or REAI. ESTATE Por{Tr,ollo MANA(;[M[.NT, Volunrc 8, N fitlrer Four,2002 106



CovrvrERCrAL
REnr EsrarE
Itt DUBLIN 2003-
Arrrn rHE Boovr
DL llr(nlliu \\tillitrnts, Sttlllctt \Ntlslt, nnrl -St'rrii ()'Nci//

ABOUT THE AUTHOR

Brendan Williams r: //rr'r rlh'rrl
lcst'rtrr',fr /i1lrra, tuhl lL\ltt'tr il
Llrlan LLrtttontiLs iu llrc l ttctrlly ol
lfu Ill ill I,ri,in'ttnuul. Iltrl,litt
I :tittt!| nt /r'( /r,,(r()tl/.

Stephen Walsh i: tton ll,
I)tLbliu lu'ltltlr oi Tr't /rrrry'rrtrl.

Sean O'Ncill ls a'll/r l/rr' ti h-
ltttst'rl L o t t t t n t rL i tl lt?l)r t' I tl I o I I :. t t I

!LtttL ry, Lntl','rl Stttilh IlrDttylott

1-1hr tlenrancl l,,r.r)nrnrr'r.i.rl roal est.rto in lhc l)rrhlirr m.rrkt't in

I rr'eenl \ ('.rr\ lrJ\ l.eerr .lrrvclt bv sevcral ntairr f.rctors continrrtr]
I- .tr')ng 6r',rrrtlt irr the gt'trt'ral cc()n()nr\', high levels oI inrr'.rrtl

ir'r\'('5tnrcnt p.rrticul.rrlv in tlrt. II scctor, cxp.rnsiorr oi thc financial st,rr'-
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errlt it's.
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SECTION 1

INTRODUCTION AND MARKET CONTEXT



i\ critic.rl rppriis.rl ol tht. l)ublin rrrbrn l.rnd devcl-
()pnlont p.rlt('rn inrlicatt's a m.rjor strrgt' in outrr'.rrtl
infrastrrrclrlre lerl rlt,r,ckr[,nren t rvith a nrrta[.rlr..

,rbs('lrce ()l irrtcr-str[rrrr[ran tr.rrsp()rl links antl
esscntia I st'rvices in [r.rsl nrcttrre. I rr str rn rl.trr', thr.'

[)ut.rlirr Lrrlran lantl nrarltt is.r c['.rr t'r.ur]rle trl thc
difficrrltics irrurh'cd in nran.rging r,rpi(i ee(nr()nli('
grou th in an trrb.rn art'a in a strst.rin.rblc nr.rnnt'r.
I'he.rn.rlvsis, rvhiclr folkrl s, incltrdt,s rt,sc.rrcl't corr-
tluctccl trrttler tht' l:uroIrt'.ttr Utrirrrr (irolt[r hrr
I:uropr.l11 \lctropolit.rn Arc.rs (ornp.rr.rtivr.,
An.rlysis, St'conrl I)rojcet (l-.U (lI:\1,\(A ll, ]()()l)
ancl tlre Qrrartt'rlv llt'prr115 orr l)ro[rt.rtv lnvcstn]r'r)l
runtlert.rken ['r, thc [)ut'lin lnstitute ol Ii'clrnologv
(DIT) .)n(l Lambr'rt Snritlr Ilamptorr (l.SI I) drrring
l()(11 .rnd l()(ll.

'l'he strurcture of tlris.rrticlc cornpris('s oi.rn intro-
r.luction arrr.i an.rlvsis ol tlrt'Dut.rlirr nrarket conterl
irr Scctirl'r l, .rn cr.rrrrin.rtion ot tlrt.Lhanging eco-
nonric r.lrivinl; forcls lirr rc.rl c\t.rlt' clt.m.rncl irr

5t'ctiott 2 .trttl .tn ot crt'ictl oI cttrrt'nt scctrtr.rl
invcstnrr,lrt p.rttrrns in Scction 3, folkrrvetl lrv corr-
clusiorts.

DEMAND FOR REAL ESTATE
'Ihcrc i. elr'.trlr'.r strorrg ctrrrcl.rtion [rr.'trlrcn ecrr

rromic grorvth, cnrpl()\'nrent trentls,rntl tltnr.rntl
for rc.rlt'st.rtr'. Over tltt'pt'riocl 19c)0 to 2002 thc t'co-
rromic protilt,ot Dtrlrlin lras ch.rngt'r.l inrrl onr oI
the leakcr rrrb.rn cc()n()rlrics of Northrlest EtrroPr..

to ttnt'oi th('\trong('\t. (irorvth itr I)rrblitr currt'nt
Iv accoulrts for ovcr 311",, of lrish (lNl', rr'hiclr lr.rs
been increasing bv a1.r1'rrrxinratel\' fi",, 1.r('1 a111111s1r

in thr: r't'.rrs to 2()()1. I'his c()nrp.rr(,\ \\ith thr st.lB-
n.rnt cc()r'l()r'nv ot tlrt. nrirltlle to l.rtc lt)li()s .rurl .tn
rnrt'rllr,nc(. from rt'crssirrn in thr, r'.rrlv lt)9{)s.
llmIlr,\ nl('rrl lrr.'rrrlr rh r\, llt.tl t'ntPl,,r ntr'rrl
grorr,tlr of 3.1"i, or 127,01)(l nen' jotrs rrirs eviclencccl
olcr tlre [rt'riocl 1995 to 2()()(] (Dtrlrlin ('lr.rnrber ()l
Conrnrt,rcr', 2(){)()). UnenrPlovnrt,nt h.rs rerluct'r.l
from l2",, in 1996 k) -1",, irr l(X)tl. Finarrtial sen ict's.
the I'l irrrl trst rr', c()nstructi()r'l .rntl gt.nt'r.r l [-ttrsirrt'ss
st,n,ict's h.rvc shorvn thc slr(n'rg('st grou'll't ovcr tlre
Pcriotl. I'lrt' uc.rkcning ilrtilrn.rti()nJl anrl I,cal
cc()n()nrv is rcflecterl in the morc nrotlt'st glrl'th
rntc ()t:1",, ('\pectcd in 2l)()2.

itit'r in thc citr' .'trt'eenterccl (n'r tlr('()ld comnrt,reial
[rtrsirrt..s tlistrict, tlrt' r'lc\\' rrrb.ur rcnc\\'.rl .rr('.rs
.1dj.l((,nl t() tltt r.orrtntcrci.rl rrrrt' .lncl tht' r'rt,rv

periPhe1.1l .rrc.rs [].1rticul.rrlv t() the x ('st ()f th(' cit\'.
Franr[,lr,r oI traelitional inr]u'trr in I)trbljn incltr,.l-
ctl tlrt, l'r,r'tl .rnr.l l)rinks Scctrrr such .rs Cuinnc's,
lrish l)islillers ancl ('aclbrtn' rllrilc a rlonrinant
foret' irr ncw'rlenrarrrl has bccn irrrr'.rrcl invcstnr('nt
in tlrt' lile ctror.tics/ComI'rutt'r Srrftx'.rrc Stelor
u'host' signific.rrrct' to thc rcgion is illustratcd lrv
tht'ir t'rnpLrvnrrnt lt'rt'ls (e.g.: Int('l -1,0()()+ and llJNl
Irt'l.rnrl 3,5()()+).

Thc Irinanci.rl St'rviecs sc'ctor has crPt'rit'rreetl
strong grrrrr th irr rlt'nr.urcl for llt'.rl I:st.rtc ovt'r tltt'
lc)t)0s r|itlr ovr,r -l(l,l)()0 cmploYt,tl in tlrc sector conr-
p.rr('(l l() nppr()\irrr.rtcl\ 15,00() in tht' l9ll()s. IIrt'sc
.rctiviti('s .rrc ccnt(,r('(l on [)rrtrlirr's Interrratiorral
Finanr'ial Scrvices ( r'ntre clt'r'r'lopt'tl rvith tht' assis-
t.r'rct' ot tr rb.rn rcnt'rr'.r l irrccnt i lt,r .rntl prcf crt'n ti.r l
t.r\,rli{)rr reginl('\. I'r()j('cts in this seht,nre qtralifit,cl
for a ll)", r.]tc ()t e()rp()r.rtion t.r\ until tht't'nrl oI
2005.rftt'r u'l.ricl.r thet'rvill l,t' sutrjcct to tl.te nerv
st.rnrlarrl I2.5",, (irrl.roration I.rr liatr'. This lorv tar
st stt'rrr h.rs Lrccn errrr.itlt.rcrl csst,nti.rl in thc attrJc-
ti()n ol l()rciSrl dir('( t in\ cstnr('r'lt oi .rll tr'pcs. ()thr.'r
strrrrrg grrrrvth sectors itrcluclc tt'lt'e()nrnrunic.rti()ns,
telest,rviccs.rntl [rha rnr.rceut ica ls.

THE ROLE OF PUBLIC POLICY
TIrc llcgrrl.rkrrv orrrl I'tr[,lic lblicv franrerlork rr ith-
in ultielt rc.rl c\tntc tltrcloprlt'nl ()porates i\ .lr'l

csst'ntial contribut()rv t.rck)r t() sh.lping urlr.rn Ianrl
rn.rrket\. Sincc l9(r3, .r st.ltut()rv plnnning pr()(('ss
h.rs crollt'rl in I)trtrlirr rvlrich irrvolvcs thc rt.slron-
si[rlt, local .rutlr()rit\' (c.g. Dublin Citv Corrrreil)
prr'p.l n n g a legal lv t'n force.rt,lt' rlt'r'elo1.rm('n1 P1111
ior tlrt',rrru uncler ils respons ibilit\'. Such clcvt'kr1.r-
nrcnt [rlnn inclrrrlt's zonir.rg arrtl scgreg.ttior.t oI r,ar-
ious l,rrrcl uscs .trtcl [rro]rosals [or infrastrttetrrrt,
inclLrdirrg ro.rtls, l'.rlrr .rnr.l scl'.rgt'. Ii.rch r.lcr cLr1,-

r'Ilcnt plJrl inclrr,.it.s a [r()lic\' st.)t('n](.nt anci a st,t oI
l.rrrrl u.t' nr.r1.rs. ()trct' acloptcrl, all propos.rls for
ricvt'loptl1g111 ()thcr th.ul cxenrplt'11 devekrpnrent
(Lrt'lru tt.rt.rin sizt.s t'lc.) rnrrst lre .rlrlrrovctl lrv thc
Ioc.rl Pl.rnrrirrg.rtrth()rit\' .rnr.l nrust confornr to tht'
cicr r'lo1T r11g111 plan. Iht' local plarrning .ruthoritr'
cltt's ttot lta"'c tlrt. [in.rncial rcsourc(,s ()r [r()\\,ers t()
inrplenrcnt thc tlt,r't'loPment Plan. It is tlepcntlt'nt
on ils rt,gtrl.-tton ftrrtclion to t'rrstrrt'th.rt clcvckrPt'r
pr()p()\,rl\ conrplv t!ith its rcqu ircn] cr'r ts. Thc t'rist-
ing linanci.rl basis rrf u rb.r.t t()\'crnmcnt gi\'('s.r
r.lor':rin.rnt rolt' to ccrttral ttl crnnr('nt ngcltcics \\'ith
reg.rrrl to publir infrnstructure prrrvision. Esst'ntial

RESULTINC COMMERCIAL DEMAND
As .r rt'srrlt oi thc rt,girrn'. (,c()n()r'r'ric nctivitv th('re
drc o\er -ll),()()() busirrt'sscs in tht' titr', .j7,()(lt) ol
l'hich art' st'rvice conr[.r.rnics, .1nd l,.l()0 nr.rnufat -

turing corlp.rnics.)l(nrg \\'ith tht'statc ancl scnri-
st.rto sect()r ((IEMA('A I I, 2001 ). (irnrnrt,rcial ncti\,-
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infr.tstrtrcttrrc ciercloPnrcnt in thr rrrb.rn .rrr'.rs,
n'hilc plarrtrecl .rt local lcvcl, c.rn ()nlv be inrp'rlc-
mL'ntcd with the c()nrnritnrent oi centr.rl govcrn-
[rcnt res()rrrccs. This t'fft'ctivelt, l,rorltrccs a plan-
ning svstcm, r{hich is regulakrrr' .rrrcl rc.rctivc to
clcvclr[.rnrt'rrt pr1();]qr5.lls r.lther tlr.ur pr(tactivt'. /\
specul.rtivc m.rrkct .rpproach kr ur[.r.rn dcvrLrl.r
ment tlomin.rtes in.rlI scckrrs u,ith tlcvclopcrs.rntl
in\.est()rs .rnticipating [uturc tlemand rvithirr tht'
regul.rtorv c()nstr.lints oI thc delclrrpnrcnt pl.rrr.

A sigrritic.rnt .rspcct ()t thc Dtrt.rlirr policl' exl.rcri-
cncc, u,hich is vicwcr.l .rs ir.trtov.rti"'c antl rcl.rtivclt'
succcssful, is urb.rn rt'rrr:rval prrlicies. In tl'r('
Plannirrg Act of 1961 po\\'crs \r'crc givcn kr krc.rl
.luth(,riti('. tr, itlt'rttriv oh.,'lett' .rrt'.rr r)r .lr(',r\ rr
need ()t rcll()\'ation. Speci.)l porvcrs inclucling tht'
right to compulsorill, .rcrltrire lanrl interests rvt,rt'
availat.rlc to achievc renerval o[ suclr area. WIrile
initi.rl schcnrcs mct rvitlr limitecl strcccss, onh'siltct'
1986 antl thc introtluetiolt of s}.rt'cilic rrrb.rn rcnc\\'-
al .rrr.rs lravc serious [ro]icv initi.rtives in this.rrt,.r
been l.rurrclrcd. It c.rrr nou, ['rc st'r,rr that such
polices, arlaptecl ()\,er tinlc in vierv of thc cvclical
m()\'cnrent in cconrtnric trt'ncls, lr.rvc contributctl to
thc morlcrn tlevclopnrerrt of Dublin irr a significant
manne r.

URBAN RENEWAL AND LAND MARKETS
IN DUELIN
Ckrb.rliz.rtion ancl tlrc cconomic r('structuring ()i
tlre 197{)s ancl 198(ls ncccssit.lte(l thc rlcvrlo}.rnrt,rrt
of a r,.rriett' of urban nran.rgomcnl .lnd rclrew.rl ini-
tiatives ()\,er thc pcriocl kr 2002. Urb.rn clcvelopr-
ment antl rcnon'al progr.rnrs in Drrt,lin h.l'e tlcvt'l-
o}rt'tl I ronr l,t rat i(ln -bast'ti proFr.rnl\ r'r'rcr rrl r.lAr r'rll

clevelolrnrtnt .lctivitv to .r broaclcr ir]tcgr.rtcd .rr(,.r
plan apPr(\lclr L'nc()mpnssing soci.rl .rntl econonric
objectives. (lrants antl complex fisc.rl incentives
guicle larrcl uscs to*'.trrls specific forms of devckrp-
ment. ris stimul,lti(nr of constructiorr.rncl invest-
nlent in.r st.rgnant cc()n()nrv resultcti in thc suc-
cessful pl.tvsical rcdevrl()pmcnt of rlesign.rtetl
inncr-city areas, albeit rvith problcrrs in clisplacc-
ment.lrcl .l narr()u,,scrrPe of socinl .lnd cconontic
benrfits.

Thc n.rajor succcsses oi thc dcsigrr.rtccl .rrea
schenrcs .rrc oftcn citcd .rs: 'fhr' lrrternatiorral
Finarrci.rl Scrviccs Ccntre tlevekrperl .rt thc Cusk)nr
llousr [)ocks .rncl thc Templr I].rr I'}roject. TIrt,
'lcmplg ll;1 project ir.rvolvccl tlrt' conscnrtion .rnci
renerv.rl oi.r historic tlistrict of th('Citt, *'ith.r l.rrrcl

use emPhasis on culttrr.rl, lcisure .rncl totrrism ust's.

-fhis p.rttcrn of strcr'r'ss[ul ph\'sic,tl rc(icvcl()pu]ent
contributcrl to, .rnrl rr'.rs .rssistetl lrti the nrajor
inr pr( )\,en1cn ts itt t'conomic c()nli(lcnce in I)tr[rlin
during the 199()s.

'1 h,.' nt,rr' .rppro.rch lrr urb.rn rcrrt'rrtl sincr tlte lt)9N
urb.u rcnc\\'al gtriclt'lines irrvolvcs .r mort' holistic
(rfrpr().lch to trrt.r.rrr tlcVolo[.rntent $ ith intcgr.rtccl
phvsical, soci.rl .rnrl cc()r'l()nlic regener.rlion.
Intcgratcei Arc.r I'l.rns arc prcp.rrcrl bv loeal
.ruth()ritv t.rrgctintl .rrc.rs in ncctl of rcnrrr,.rtion ilr
cortsull.ttiort n'ilh loc.rl repr(,scnt.rtivc gr()Lr[)\.
Suclt plans incluclt' issues slrch.rs urb.rn dr'si!ln,
Ioc.r I rconomic rlt'r'clolrmcnt, ed uc.]ti()n .rncl envi-
rorrnrt'r'tt.rl im1-rrqrl'1'n1gp1a. A sclt,etivc rrsc of inct'n-
tivr's antl public ltrnrling can lre userl to.ls\ist
inrPlentcntation .rn(l Irr()grcss is nronitorrtl on.tn
anntral [-r;rsis t() ('r-tsLrrc phvsical, ccononric .rntl
soci.rl [rrogrcss.

An t'ranrple ()t this nc\\' .rpPr()Jclr is the I)trtrlirr
Dockl.rrrtls Dcvt.l()pr'nent Arci. An t'rtrnsit c tlcr cl-
olrnrent.rrca of 520 hcctarcs (1,21{5.rcros) I].tvc b('en
inclurlt'tl in the nl.)st('r plan sirlee 1997 rvith .r krLrl
inYCstnrcnt ()f C6.3 billion cnIis.rgt'cl over tl.re ['rcri-
orl to f()12 bv plq[.rlir .rnel pri\'.ltr. sourccs. I.rrgt,ts
sct incluclc thc cre.ttion of 30--10,01)() ncrv iotrs, pop-
ul.rti()n incre.rse fronr 16,500 to {5,0(X) antl I1,00()
r.tcrv ltomes incltrrling 20'11, social .rncl afforrlat.rlt,
honrt,s. I'crmissittrr fitr clevelopntcnt \vithin thest'
area' is b.rst'ci Lrp()rl lhc c()ntributi()n of such rlcvel-
()plrents to tht' gencr.rl .rim oi thc plan.tnd c.tll
invol"c planning ll.in tvpc agrt'ements rr,l'rcrc
clc"'t'lol.rnrcr.tts .rgrt,t' to spreci f ic comrrunitr' g.r i rrs

in retrlrns for Pcrnrissions. \\'itlr strong rc()n()ntic
grou'th in tl.tr l.rte I99()s siSrrific.rrrt clevclrl.rnrt'nt
.rctivitl l!'\'l]ls c()nlillu(. to bc achicyctl in tlrt. r'.rri-
()us rencw.rl arcas of ccntral I)utrlirr.

URBAN GOVERNANCE
Tlrt' ir.rmeu'ork l'itlrin u'hich the urb.rrr I.rnrl
clcvt'loPnrcnt nl.rrket ()peratcs lras been.r nraior
focus of ongoing policv tliscussiorrs in tlre I)u[rlin
colrtcxt. Tl.te fr.rgnrentcd n.rtrrre ()t locll urban gov-
ernancc, rlitlr c()mp('ting krc.rl .ruthoritics rlithin
the I)ublin .rrca ,rntl st'p.rr.rtc agcr.tcies having
inl P()rt.rnt resP()nsibil itics u'ith rt'g.rrcl to csst,nti.rl
inf rast rtrcture .rncl st'rviccs, rerltr i rrs .r transfornr.r-
tion t() Lrkc acc()unt ()f thc r.rpid .rntl partlv urrco-
ortlin.rtctl e\p.rnsi(nr of the citv r('gion in thc p,lst
sir vc.rrs. The rcgirrn f.rccs .r spcci[ic prroblcnr in
clcaling rvith tlre l.rrol.rlcms of sc.rttcrctl url'.rniz.r-
tion charrctcrisccl [rt' krrr' lro]rlr lat ion elensitics anrl
au tonrobilc dcptntlt'nct'. A str.r tegic clevclop'rnrcr.tt
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pl.ln f()r the cntire rt.gion lras lreen r.levr']oPt'rl, gir'-
ing \t.rtutorv llui(leline\ trr thc loc.rl nrrtlt()rities
irtvolvcrl .rntl prrrnrott's tlcvcl()pntcnt irr \tr.)t(,tic.tl-
It clro.cn tr.tnsF()rl.llir)t) e()rrid()rs. Full inrl'lcnrt,n
lation of this ()r.rlt(,n).llive regi()n.tl stratt'gils arc
rir'l.rentlcnt on thc ncl()pti()11 of the ncrv n.rlional
sp.lti.ll (lcvelopnr(,nt pl.ul ,u'r(i the clevclopntt'nt of
.r rr'8i(m.rl allcllcY t() inrPlcrncrrt a str.rtegv i()r the
I)ublin .rre.r. Propo..rIs rvilh rcg.rrrl trr int[rroving
thcst' issues .tru crlrrr't'ttl\ lreing dctr.ltr,(l .rt th(,
na tiona l politic.rl lt'r't.1.

SECTION 2
COMMERCIAL PROPERTY MARKETS
AND INVESTMENT IN 2OO2.2OO3

DOMESTIC CLIMATE CHANGING
lht' olcrall ec()n()nric rrtrtlrrok [or Ircl.rntl lr.ts
rr e.rkcnctl in 20()2. I-l)(.r(, rs norr' .rr.t official govt'rn-
nrer'rt r('c()gniti()n that tht'lrorrm is ot'er.utrl th.rt .r

It'ss [.renigrr clinr.rtt' tharr u'c h.rt'c c\p('ricltecd it'l
rccent vc.1rs l.t.ts crrt.rgetl. All particiPants in thc
(.(\)n()llly ilrc bcing pr('p.rred ior i tougltt,r rt.girtrt'
.rht'.rcl. This will [rt, P.r1ti1'p1l;1rlv clc.rr in.r n'rtrclt
tightcr buclgr't in [)ecerlber 2()02 ..rs thc prrlrlic
fin,rnccs rlctcrioratc lr'.trling to cutbacks in sp1'11.1

ing in 2()()3.

A lrrrther m.rj()r inlpli(.)li()n oI the tlctcriorating
iinanct's is.r sugg('st(,(l p.tv frct'ze ir.r tht'publi( s('('
krr. 'll.tis ()pcns up tlrr' ;.rossihilitv 0f irrrlustrial
turrrcst r!ithin thc publ;c s('ctor ancl tl.re.rssoci,rtcrl
ilnpnct th.lt this $'oLr|.1 h.rvt'on tht't'cortont\' .ts it
rlartLl. btrt .rlro o11 ll1q, 1111,\P(\ t\ lirr tlrt' ll,rrr ,,t t,,r-
t'ign tlircct inVCSIrrr('nl (lil)l) int() thc cotrntrr. Ihc
Irr.lr l:LlLritr' \l.trlr,t lr.rr (1,r'ttinLr('d t,, 1,r:rt,rrrrr
prrrrlv losir.rg 19",, in thL'thirtl qtr.rrtcr 2{)02 .rnd lras
tlant.tgccl c()nfi(l('nc(. . trolrg ir-rr.estors .rntl also
.rnrong tl.te u'itle r ptrblie.

Against tlrcsc ncg.ttivt, rlt'r'r.'loPmrntr, tltt. P.]s ;11g

oI tlrt,rt'ferentlrrnt in 2l)(]2 on the Nict, ;\grt't'r'rrr.nt
has cl.rritictl the position in rcl.ttion t() thc lutrlr('
t'rp.rnsior-t of thc l:L .rncl reDr0r'etl .r tlir,isirr'anrl
P()tenti.rllv tl.rntaging issut, from thc t.eorrontic
lanclsca1.,c.

n()t cnc()rrr.rllir1g. The lrislr In tercontint'n t.r l
B.rtrkl'lreonontic .rncl Social I{r'sc.rrch lnstitrrt('
(llB/l:SIll) ('onsumer Scntir)r(,r'rt Indic.rk)r (2()()2)
slrorr s llrat sentimcnt \\,c.lk('nr(l in Scptcmbcr lrv
()\'cr -1",, since August .rnrl bv over 15"r, sir.rce

St'1.rtt'11[1'1 2001. The fall in corrficlence is p.rrtly
duc t() ('\pect.rti()ns as t() l.rbor ntarkct conclitions
ovcr tht'nc\t vcar.rntl corrsunters yicrv of tht,ir
()\\'n eu rr('r'r t .rrrtl futu rc f i n.rnei.r I prosl'rgL1:i.

On tlrt, irrr.lustri.tl lr()r'tt tht, Irish Busint'ss
[:n]1.rkr1'('1 (-onfctlcr.ttion (llJL(-yESRI Monthlv
lnrlustri.rl Srrn ev for Scpterlr[r('r 2002 shorvs sontr-
\\,h.rl r]ri\('d results. In the capital grrrcls intlustrit's,
e\P|cl.tti(,ns .rs t() pr(xlLrCti()t't, hortrt, s.rles, erports
antl r,nrPIot lt'tent.rre gencr.rllY l.rt'tle r than a month
Previ()usl\'; rlhilc for ir.rlcrntt,rliatt' grrrrls ancl corr-
sttntt'r grrrtls thc trc,ncls ,rrt, rtrrrstlt' neg.ttivc. 'l lt('
IIll:('ll:Slil strncv results .lrr' a()nsistcnt u'ith thc
tl.rta on inrltrstri.rl procltrction, n'lticlr shou s m.trrtr-
f.rcturing ()utput up l().1",, in tl)(' \'e.rr to August
2002 bLrt tlorvrr -1'),, in tht, pt'riotl June-Augrrst
.rll.rinst th(, previ()us thrt'r, ntonths (Ccntr.rl
Statistics ()tticc, 2002). 'l ht' rrrost significant
irrcrt'ascs rlt.rt, irr ['ublislring & l'rinting .tnrl irr

I)lt.trltt.ttcuticals .rnd Nlctlic.rl [rr()(lucts. Inrle'cc] thc
grorvth occurrirrg in thc l.tttcr \('ct()r rr(tY bc pr(),
vitlirrg a \()ntc\\'h.tt ntislt,atlinli pictt-rre ()f the
lrcalth ot tlrt, ovcr.tll intlrrstrirl s('ct()r. I hc sect()r is
l.rrgt'lt' o",erse.ts-ou'nctl, c.rpi ta l i ntcnsivc ancl rvith
a Io$'er v.rlu(-ndclr'cl contritrtrtion lo the cconontt,
tlr.rn olltt'r sect0rs.

Iieflccting thc nrirc'cl pcr[()n]t.utc(' oi the sr,ctor,
ir.ttlttstri.rl ('nrpl()\'ment tr,ll bY l(),-100 (3.8",,) in th(.
ve.rr t() lun('2()(12, rlith tht' t,lectric.rl etluipmcnt
scct()r .rl()lt(. losing 11,30() jo[.rs ol'er thc pcriotl.
()tlrt'r st'clors, rlhicl.r lost jotrs, irrclurlecl Textilcs (-
1,5()()), .rncl I'.r9.r31 .11.1 I'rrblishing (-I,700).

RETAIL SALES
[)ror, irion.rl tl.rt.r ior Augusl 2(X)2 shotls th.rt tlrc
volunrt' oi ret.til s.tlcs (cr.clutling ntotor tracles) rosc
['rr' -1.S",, ovt'r thc ].rret'ious l2 ntontlts. -Ihc r,.tluc
incrt',tse rrt e r tlrc s.rmc pcri()d \\'.ts 7.11",,. Horveycr,
\\'lrcn thc tiala is ex.rminerl trsin6 tl.re rolling thrcc-
monlh in(l('\ up k) Julv 2002, the .lnnual incre(rsc is
on l\' 2.2",,. I n .rrltli tion, thc tlct.rilccl s('ctoral infor-
nr.rtion .rvail.rtrlc to Jul\'201)2 shox,s signific.rnt
\',rri.1ti()n .ler()\\ sect()rs. It .rlso ir-ttlic.rtcs that .t

nLrnlbcr ()l \cct()rs, \\'hiclt h.rYe lt.rtl stror1g gror{th
rt!t'r tltt' l2-nronth pcri()(1, .lctu.lll\' (,\perienccd
tlcclint'in tlrc nr()st recent three-ntonth pg1i6fl.

I)t'spitt' tl.re ncg.rtivr,s, irrvt'stors vierv th.rl st.lt'r.letl
pr()Pertics c.rn offt'r.r s.rie h.rvcn clu('to concenrs
.rlrout thc vol.rtilitv oI llrt'crluitv m.]rkrts.

ECONOMIC INDICATORS
I)t'sgrilg thc groutlr in rctail s.rles in August l()02,
tlrt' ntost recent n1e.l\rtre of corrsumcr confitlcncc is
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CONSUMER PRICES AND INFLATION
(-orrsumer prict s rosr' bv ().5",, in tlrc month arrtl bv
{.5",, in thc vc.rr to St'}rtcnr[.rcr 2()02. \\'hile thc
.rnnLt.tl incr('.1s('is alrrlc tlrc Jult'.rnr.] Junt'It'r't,ls, it
Ir.rs not incre.rsctl on tlrt.August level anrl is slight-
ly [,clow the anntral incre.rscs expericncetl carlit'r
irr thc t,c.rr. 'l his nrav strggcst that thc inflatiorr r.rtc
h.rs 1.rr'.1l(gq{ ..tncl nray slorvlv clcclinc .rs the ('c()r't()-

r't'tt' slotvs chtr'rt.

Irel.rncl rcnr.rins nt tlre top oi thr: []U irtil.rtiorr
It'agtrc at n'cll ovcr trviec thc EU .rvcr.rgt' antl is tlrc
onlv countrv with arr irrfl.rtion lcvcl .r[,ovt' -1",,,

although,l ()thor c()untrics.1rc verv closc to this
levcl. This pr()l()ngc(l p('riod .rt thc krP of tht' infla-
tion l-r.rncl scrycs t() r.ianrage tlre re$i(n'rs a()nlpcti-
tivc p()sition .rgainsl othtr c()untrics rvithin tl.tc

lrtrnr zrrnc- Conrt-rirrt'rl rvith .r somcu'h.rt \tr()r]gcr
I:trro .rffccts Irish crrnrpt,titil'eness .rgnir'r\t n()n-
lirrro zone econonrit'.'.

PUBLIC FINANCES
'l.tx receipts for thr.' iirst Itinc mrtnths o[ 2(X)2 are
rvcll bekrrv thc Lrrg('t st't in l.rst Dcccml'cr's [,urlg-
('t. ln particular, irtconrc t.r\ revenuc is tlorvn
alrnost I1",, so f.rr this \'('.rr .rg.linst.r tnrgct Hro\\'th
ior thc t'ear .rs .r rvlrrtlt' o[ 1",,. Corporati()r] t.l\t's
Ir.rvc riscn in tlrc first r.rinc r.nonths, [.rut.rt onlv
.ttrotrt 30",, of tlrc prrrjt'ctcrl lcvel. Currcnt \Ii(,n(iinl]
h.rs run ahc.rtl of t.rrget, ovor 20'1,, to enrl
S('ptember compnred t().r tilrget for the vc.rr as.t
rvhole of iust ovcr l-1"i,. Ihe oversl.ttrrt in capit.rl
sl,cnrling is of thc sanre orrler of magnitur'lr'.

I hc in.rplications ol tlris conrbinerl trrncl in spencl-
irrg overruns .rnrl t,rr shortfalls .)r(' i()r slrt'ntling
cutl.racks. This cotrltl incluclc curbs in cnrl.rloynrcnt
irr tl.re public scctor, x,ith the consequtlrt irnpnct on
scrvice clelivcry, ar.ttl cal.rital spending euts rvitlr
krnger-term implications for thc cfficicno' of the
('a()n()nl\'.

COMPARATIVE INVESTMENT CLIMATE
Ii)t.rl returns on thc Irish ctluitv nr.rrkcts this vc,rr
(to entl Sel.rtcnrbcr 20t)2) slrorvs a loss of ()\'cr 3()",,,

rvith.rlossof alnrost 19",, irr thc thirrl tlu.rrtcr.tlottc.
'l'hc bond markct has benefitr:tl fronr sonrt'fliglrt
fronr cclrritt,.'lirt.rl rcturn on tht Irish trrtrrcl nr.rrkct
to cnrl Srptcnrtrcr \\,.ls ()\'('r 6.5",,, rlith tlrt' Iong ctrtl
0f tlrc nr.rturitv r.rngt'slrorving thc $rc.rt('\t r('turn.
Ii)t.rl rcturns for Irish 1.rropilr11'for thc thirtl t1u.rr-
tr:r of 2()02 \\'crc 1",, rvitlr ovt'r.rll returns for thc last
l2 nronths being just rrnd('r 3",,. tn 2(X)2 it \\',rs \P('c
trl.rtctl that prop('rtv r)right .rct as.l ii.r fc havt'rr irtr

Table'l
Economic lndicators (% change per annum)

GDP

GNP

Personal consumer spending

cPr

Employment (%)

Employment Total (000)

of which:
I lndustry (000)

tServices (000)

Unemployment (000)

Unemp oyment rate 70

Exports

lmports

Sr,r,rr\r ( i',,l,rrl lln'tl\ ni I.Llntttl

2002

4.0

3.25

3.0

46
1.0

-'t5 0

35 20

95 100+

5.0 5.3

5.0 7.0

5.0 6.0

I 5/il. rlrr/ I)/ I fsll,,,ll..

2003

4.0

3.5

3.0

4.5

1.0

20

c.r[ritnl n]()ving from ctluitt'()r intlccd fresh invest-
nrt'nt furrtls looking for .r ltorttt'. As rcgarcls tlrt'
instituti()n.rl inVcstmcnt nr.rrkct this rlocs nol
.rpP('.rr to Ir.r\'c h.rp[.rcnetl. I'ro1.r1'111"1' \\'eigl.rtir.rg
rvithin portfolios hnd nu t()m.r tic.r llv grorvn .rs

pr()pcrtY r'.rltrcs incrc.rsctl 0r'cr tlte }-r.rst fcrv tc.rrs
.ln(l iII.tIIuti r'r. .rr(. (li\(.rlinA ,,1 \()mr, I)r,,[\,rt\
.rsst'ts irr ortlcr kr re-cst.rtrlish ils w'cighting in porl
f1llios at atrout 7'71,. TI.rc bor.rtl rl.rrket rvould .rprPe.rr

kr bt'frrlfilling the rolc of .r sole h.rven. This nrav
reflcct in"'estors' unrvillingnt'ss t() conlmit funds t()

thc less lirluirl .rsset of |rr()p('rtv in ttrrler to h.rve
ftrnrls ar'.ril.rblc to f.rcilit.rte .r rctrrrn t() the cquitv
sector in Ihr' [uture.

Eoth tlrt' ofiicc ancl intlustrial m.lrkets rcc()rd('d
rlcll.rtivc capital grou,th *'ith vieltls rising .rntl
rent.rl v.tlues falling; l.rowt'vt'r, the income rcturn irt
both these scctors man.rllc(l to nr.rintain sliglrtlv
[i()sitivc ()\'cr.rll returns.'l'hc rt't.til scctor continut's
to pt,riornr rvcll recorriing arr rn'r'r.rll rcturn of J.1",,
for thc tlu.rrtcr, uhich rr'.rs thc rcsult of .r slight
rl ro['' in vit'ltls antl .r signi[icant uplift in rcntal
r'.rluc. lt is crpectctl th.rt p11rpgv1l' roturns \\'ill
rcnrnin [)()sitive for thr: rcnraincit'r of 2(X)2 supprort-
('d bv llre slr()r1g perf()rnr.rnec ironr thc rct.ril scctor.
( ,ivcn llrr' r('i( nt rcnl.ll ('\'i(l('n( (' r'rll('r$inF lI()t or'l
(lr.rfton Strcct, incre.rsing rt'llt.rl \tlucs in tl.rc rctail
st,ctrrr rlill prrsh c.l1rihrl grortth although it is likc-
lv that vit'ltls rlill botkrnr out. Ilcnt.rl \'.rluL's in b()tl'r

ti.rr irrdtrstrial.rnd officc sector nlnv continuc t() inll
l'tol cvt,r ag.rin rlith tl-tc crcel-rtion rlf out-of-tolr'tt
offices it is likclv tl.rat viclds rvill stabilizc.
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t)lTll-SH rescrrch (2(X)2) inrlicatcs that invcstnrcnt
spcnt (,\,('r tlrt' tl.rird qrr.trt(.r ()f thc vrirr rvas
rpproxim.rtclv C32.5 million. l'hc lt'vel oI invcst-
nrcnt in thc nr.rrkt't has continrrcd k) fall from Cl35
nrillion tltrring the first thrcc nr()nths ()f thc vcilr to
Cltl.6 million during thc scconcl tluartcr.rnd n()rv
just €32.5 nrilliorr. The krt.rl sPc11{ thtrcfore for thc
vt.rr to d.rtc is (2.19 million u'hich is n'cll rlo*,n or1

thc €460 nrillion cxpcnclcrl in tht' markct.rt the cnrl
o[ Scptembt'r 200 L Much oi tlre rc.rson for tlrt' lorv
sl.rer.trl h.rs l,ccrr the short.rgc of;,ror1uct in tht'nrar-
kct so f.rr this vcar. Horvcvcr givcn tht, signiiic.rnt
increasc irt the suprprh erl.rcricncrtl sincc thc t'ntl of
Scpfgm[.r(.1 .r ntucl.t incrc.rsecl It'r,cl of ex1.,crrtiitrrrc
for thc firral quartt r of thc ve.tr is expcctccl.

An.rnalysis of the'm.rrkct sPcnrl bv scct()r sh()\1,s
tl.rat inrltrstri.rl .rccounterl f()r nppr()xim.ttcl\' 5li",, of
the scconc'l (lu.rrtcr t()Lrl rlith ,rpp.r161ip1.11t,l1 36",,
pl.rced in offict,s .rncl thc b.rlancc of 6'1, Placcd in
retail prorl trct.

SECTION 3
SECTORAL INVESTMENT PATTERNS

OFFICE INVESTMENT PROPERTY
Investors l.rlaccrl just €1 1.lt rlilIion (approxirrr.rtely
36",, of nr.rrkct spencling) in tht'office sector during
thc thircl rltr.trtcr of thc vc.rr. lhis is clorvn on tl.re

C3t) million.rnd Cl5.-{ million sPrnt rluring the first
.rncl seconrl rlu.rrtcrs of tht' r'r'.rr rcsprectir elr'. Ihe
overall lcvcl o[ sptnding so [.rr this ycar at C57.2
nrillion is signific.rntlv clown on tlre €lltl nrillion
spcnt this tinrr. l.rst vt'.rr. Alnrost.rll of tl.rc markt,t
sl'cnding betwcr:n the l.]st (lrr.lrtor h.rs [.ret'n in thc
eitv centcr oi Dtrblin an,.l tlris .rg.rin rcfJt cts tl.re
ncrvor-rsness iclt bv investors in the out ()l t()\r'n
nrn rk(,t.

DIl/LStl rcsc.rrclr inclic.rtcs th.rt thc currcnt supplv
of office .rcconrnrorlation in thc Crcater I)trtrlirr
r\rca tent.tins .rt .rppror.imatt'lr' 650,00()-sq. nr (7
nri)lion-sc1. lt) rlith 61",, of this supph, loc.rtt'rl ir.r

out o[ tolln arr.rs. Of tl]c t()t.)l nmount ol sp.rgg
av.rilablc, ('rppr()\i matel\, 2 I 0,000-st1. m (2.2(r nri l-
lirrn sq. ftl is proprlr5gd .rrrrl rrr.rlikelv to bt' con-

'trLrctctl rtitlr,rrrl I,r,'-lct. lr.rr rrtF h,.r'n,,ht.rin.'.1.
I -c.rving lsitlt' \p.lco p11)p()sc(I, ctr rrcnt .rr'.til.tbili tv
tlrt'rt'f,rrl st.rnds al .rppir,rinr.rk,lr' +l(l.tl(1ll \rl. ;l
(4.73 million sq. ft), of this antount lust 300,0(X) sq.
m (3.23 million sq. ft) is n\,.ril.rble in.rmc.di.rte Iv rvitlr
thc rem.rinrlcr oi l{0,000 st1. nr ( 1.5 million sq. ft)
[.eing rp.r.r' unrlt r crrnstrut liorr.

I-Sll rcscarch inclic.ttcs that t.rke up for the thirrl
rlu.rrtcr of tlre yc.rr .rmountecl to 3.1,600-sq. m
(373,0(X) sq. ft). l his is down slightly on the. figures
recortlcd for the first and soconcl rlu.trters of thc
\'(\lr.rt 37,000 sq. nr (3911,000 sq. ft)anrl -13,500 sq. rI
(-l6tt,3t)t) sq. ft) rcspectiYel\r Thcreforc tho tot.rl t.rkr'
up f()r the vcar to tl.rte stands.rt I15,00(Isc1. m (jr-rst

It,ss th.rn 1.2.1 nrilliorr sq. ft). Thc takc-up figure for
thc full vear 2{)01 amounterl k) ipl.rroxim.1te lv
93,()l)()-sq. m (l nrillion sr1. ft) and tlrcrefore alrcatlv
cltrrirrg thc first tl.trcc-tluarters of thc r,'c.rr, this has
trccn crceeclctl. In .r sigr.rific.rnt turn.tround on thc
prcvi()Lrs qr-tartcrs ()f the vcar npl.rr()ximateh, tt0",,
of takc-up Icvcls rv.rs situatecl in ()rrt of to\",n l()c.t-
ti(nrs. Activity in tlre office scctor h.rs improvctl;
hou'cvrr, tcn,lnts s('rking sp.tce ltave .r significant
.rnrourtt of ch()icc ()t propertics .rt thcir dispos.rl
.rnd c.rn nL'g()ti.1tc vr'rv compctitivc rcntal lcvels.
'I his cor.ttinues t() h.lvc an imp.rct on tht: markct.

As at tlre cncl of September thcrc u,as appr()xi-
nratclv C1.17 nrillion lvorth of offict' investment

Propcrtv artril,rble ()n the m.rrkrt.'['his is a signifi-
c.'lltt increasc or.r thc C57 million rlorth of invcst-
nrt'nts.rvailablc.rt thc cnrl of thc l.rst quarter and is
m.rdr: up m.rinlv of thr: C70 million lot size Carcl;t
I lt,.rrlclu;rrters on [].rrcourt Strt'ct hrought to tl.rc

nrarket in earh'St,ptcnrber.7.1"; of thc invcstments
norr'.rr'.rilable.rrc in thc €]0 milliorr + size range.
Sincc thc encl of Scl.rtcmber.r furtlrcr C90 million
rlortlr of invcstnrcnts has conte t() thc markct
incrr'.tsing the.rvcragc lot sizc.rvail.tble from C,1.7

nrillion at the errrl of Junc to Cl 1 million. lt is likely
th,rt city centcr invcstments w'ill bc in clemantl rvitlr
r.ieltls unlikelv to rlrift hotvcver.ts rvc have s.riri
bcfor('tlrt'outlook ior out of torlr.r m.rrket is mtrcl.r
nr()rc uncertain.

RETAIL INVESTMENT PROPERTY
I)l'l7l.SH research inclicatL's \,t,rv little activitv
,)ri rlrrinH in tl'r(' I)ut)lirt retail mar(t.t, .r., ther,..rr.i*
.r significant short.rgt of product. Just Cl.8 million,
6",, of tlrc total sPcnrling u'as prl.16gi in retail proP,
crtv tluring thc thirrl tluarter of th('vcar. The tot.rl
.rm()unt investcd irr retail propertv for the first 9
nrorrtlrs has amountccl to appro\imatcl\,€120 mil-
lion; jtrst over {11",, ()f t()t.rl market s}.cntling.

t)uring the vear prinrc Dublin rctail vieltls contin-
tuctl to fall mainlv.rs a result ot thc shortage of
invcstment prorluct ancl the pcrccived rental
grorvth possibilitics. Follorving tht lotting of thc
pr()pcrt\' .lt 1 St. Stcphcn'.s Crecn .rnri .r number of
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r('nt rc\.ie\\' settlrnlcnts, r!hiclr h.iVC irrllor\'ccl,
Ztxrc A rt'ntal lt'r cls h.rvc nory shiftccl torr'.rrcls the
C5,5(X) per sr.1. rn nr.rrk (lllt-'l1)tl pcr sq. tt). Ihc vir'ry
is norv tlrat .lth()uglr tht're continucs to [rt' .t

tlemanrl for r('t.riI (lccolr rr( )(l.rt iort in prilrrt'lrtc.t-
tions tlrt' r.rtc o[ rcnt.tl grorllh going ltrrrr.trtl is

likclv to slrrl tlol'n sigtrilicantlr'. 
.fhis s'ill olrri-

ouslv h.rvt'.ur ilnP.rct on tht,r it,lrls rvhich ill\'('st()rs
.rrc prcparr'(l t() .rcccpt [r()r]r inYcstmcnt pr()(luct.
Also givcn tlrnt thcrc ilrc.r lrunrtrer of irrvcstrncrrt

[rr()pcrtir,s in |)rrtrlin's ccrrtr.rl [rusiness (li\trict ()tl
(lr.rfton Strt't't arrtl Hl'nrt' Strt't'l ar'.rilable tlrt'l.ru's
ol sr-rpprh .rrrri tlcm.rt-tti rrrrttltl ilrtlic.rtc tll.rt \()rl('
irrtp.rct on vit'ltls nrust lrc tlr('rcsult.

INDUSTRIAL INVESTMENT PROPERTY
Irrvestors 1.r1,111'11 ;pprrorinrattlv C18.llnt (5t",, oi
nr.rrkrt spt'rtclirrg) in tht inr.lttstri.rl scctor oY|r thc
pnst 3 m()nth\. lt is slightlY rrp otr the Cl7.(rnr s['rt'ttt

rluring thc st'colrtl rltt.rrter rvith the tot.rl spetrtling
in indtrstrial pr()IrertY frtr thr' vc.rr to el.ttt' ttorv
st.rnrling.rt (79.'lm. Ag.rin tlris is.rn increast'in lhc
C60m Pl1rq,1l in intlustriaIpr()[r('rtv bv this tinrt'last
vc.rr. lr.rdustrinl is tratlititrn.tllv vicrlccl .ts a tlclclt-
sir c stock Sivcn its higlre r incrrmc return an,.i tlris
combint,cl rvith the grc.rter .rvailat'ilitv oI irrclr,rstri-

nl invcstn]('r]ts s() i.rr tl.tis \'('nr is nttr.rctinll invcst-
n]('nt in this sect()r.

Ilrrcl uscr takt'trP i1 thc irrtltrstrial market lr.rtl st.r-

bilizctl tluring the st,corrtl r}r.rrtcr of 1001. l-his
trcncl .r1.rPq'.r15 to lr.Nc lrctn nraint.rinctl u'itlt thirrl
(luartor t.rk(' trp of 83,tt(X) sr1. m (902,(X)0 sq. [t)
bcing.rlnrost irlcntical kr tlrnt for the secotttl rluar-
ttr. T()tnl takt' tr1.r tor tht' r't'ar crrcl to St'1'tt'ntt'cr
2(X)2 is 33-1,()l(l sq. ni (3.() rnillion st1. ft.) .r nra16in.rl
incre.rsc o[ 2.55",, on the vc.rr cntl figurc rt'eorclctl
to Junt' 2()()2.

'I'he strprplv trcrrtl again nppe.rrs to have becr.t

nr.rint.rinetl rlith the total srrppll recortlcr.l at thc
thirrl tlu.rrtcr ,rt -135,0()() sq. nr (1,6t 2,{){)t) sq. tt)
[,eing urrchangct] fronr tlrt' pr('\'i()us qtl.lrt('r irr(li-
c.rting tlr.rt tht'incrc.rsc ir.t strl.rplv has nttrv lcvelctl
off. Thcreforc $'itl] supplv h.rving pe.rkt'cl at ctrcl

tuscr t.rkc up l'r.rving norr' lrrtttonrecl ottt il rlottltl
.r1.rPear that sigrriticant rrr('s 5upyrlf is ttltliLtlv ttr
()acllI.

.l'he 
sul.rplv of intlustri.rl invcstnrents at tlte t'ltrl of

thc thirtl r.lu.rrtcr stootl at aPproxim.rtclr' (l{3m
rvl.riclr .rgain slrorvs.r rrtluction on tlrc figurcs of
C95m anrl ('l()0nr recortlt'cl at tht' cnrl of tlrt' sceontl
.rnd tirst (lrr.rters rcspc.tivt'lr'. Havir.tg sri(l thi\,

Table 2
Economic Driving Fo.ces-
The Balance of Positives and Negatives

Factor lmpact on Economy

Deteriorating Public Finances

r possibility o{ tight b,udget

a borrowinq may be necessary

r capital spendlng may be reduced

t pay freeze and job curbs in public sector

Ending of National Wage Agreement PPF

r dange. of irdrstr,al rrrest
t further period of stability if new deal reached *

EU Enlargement
! increased competitlon {or FDI

r re and to be net contributor to EU Budget
I expanded export market for rish goods

Political Uncertainty Globally
r genera risk to economic recovery

r danqer of oil pricerses

Slow Recovery in U.5. and European Economies

r little pick up in demand for lrish exports

lnterest Rates

r like y to remain low

lnflation at top of EU Band

t damagecompetitiveness

Slower progress in National Development Plan

! prolonged rnfrastructure defrc,en< res

.rpPro\im.1t('l\' (7Enr \\'()rth rrI intlustri.rl inr t'st-
nrents lr.rs conre to the markt't tltrrirrg Ockrlrer
20()2. significantlv incrcasir.tg the srrpplv. ()rrct'

ng.lin,.rs \\'ith thc other scctors, nruclr ()f tho supplv
is irr thc higlrcr krt sizc invcstnrt'nts tvith thc [.rro-
prrrtion of ir't\ cstnl('nt\ tvitlr r'.rlttcs in etct'ss oi
('|()nr st.rntlirrg.rl rpproxinratt'lr' 70",,. Thc proprrr-
liorr oi invcstnrt'nts o[ less tharr (5nr in v.rluc has

tlt'crtirsecl significantlv from .111"1' .rt the cntl of Jutrc
to jtrst 25",, .rt tlrt'r'rrtl of Ock)bcr. (iiven tl.te'l.rigl.rcr
inconrc rcttrrrr ar'.ril.rblc fronr inclustrial pr()pcrtv
this st'ctor is sccn.rs.rr't .1ttr,tftiv| shrtrt to nrctlitttn
tIrnr pr()spcct.

CONCLUSION
As l.rblc 2 su1;gcsts, lhe b.rl.rnct'oi fackrrs irl[.r.rct-
ing in the Irislr cconontr'.lnd pr()pertv m.rrkets is

*'t'ighirrg on tlrt'negativc sitlt'. \\'ith thc exccptirrn

+
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of lorv ancl possiblv falling intorL'st rates, most
othcr variablcs arc more likely kr prcscnt threats
ratlrt'r than opportunitics in the short term.

P()litical uncertainty intt'rnationallv rcmains a crit-
ical issue'in the prospects for thc Irislr ec()n()my.
Recent tcrrorist attacks ancl the ongoing thrt'at of a

rvar in lrarl, indicatc tl.rat the global economv is sus-
ccptiblc kr untrpected shocks.rncl cconomic per-
forntance cann()t bc tlken for grantctl. Against this
tlrc recent prassing of tl.rc Ilcforcr.rclum on the Nice
Agrccmcnt has renroved an clcment of political
uncertaintv

On the clomcstic front, the forthcoming Burlget is
likclv kr be contlitionecl more bv thc nccd to
.rtltlrcss the tleteriorating public financcs r.tthcr
tlran as an instrumcnt of r.conomic managcment. A
critical issr-re in this rcgarcl will be the conmitmcnt
to a number of kev infrastructure projccts, c.g. tl're
Dtrblin Port Tunncl, the Luas (light rail svstcm)
antl the M50 (orbitirl motorrv.ry,/bcltwav), all in
Dr-rblin, .rnd thc otl.rt'r major r()ad projccts clse-
u,hcrc in tl.re countr\,.

'l hc unce.rtain ec()n()mic climate is likelr, kr infh.r-
ence invcstors'clecisions. Combinecl rvitlt the con-
tintrerl volatilitv in tl.rc ctluitv markets invcstors
m.rv krok b assets that offcr some clefensivc tltrali-
tics. Despitc thc various threats facing thc ccono-
nr\i rl,ell-selected propcrtv offcrs the invest()r at
Ieast .r tlcfcnsivc p.rositior.r r'r,ith prospects for
r(nc!^('d gr wllt,rs llr(. ('\'{)rl m} imprrrrr.s.

str()n8r:r than tl.rc officc scctor where exccss supply
at suburban loci1tior.rs exists.

In summarv, thc commcrcial rcal cstatc ntarket in
Dublin clcmonstratccl a very strong supplv-sic'le
rcsponse cluring tlrc rcccnt devel()pment cvclc.
This contrasts markerllv with thc less volatile sup-
pl1-sirlc rcsp.ronsr's in the morc regulatcd markets
it-t other European commcrcial centers such as
Amstcrdam. Tlris can be seen as il resPonsc ta)

Drrblin's cconomic grorvth ancl ongoing structur.ll
changes in thc Irish cconomv. The tentlcncy
tor'r,.rrds oversul.rplt' noteti in 2002/2(X)3 is linkcd kr
thc speculative tlevekrpmcnt of tht'new, "edgc
city" or suburbrn districts, as is I.rappening in
m.rnv citics. (Jver tlre 1990s prol.re rtv priccs such as
office rcntals in Drrblin havc riscn dramatically and
now cxccccl those prevailing in cities such as
Amsterdam and Brussels. Bv 2003, lentlcrs in
Dublir.r, as in the main Europcan ccntcrs have
become rcluctant to lcncl for further spreculativc
clt've.lopment lvith an incrcasing cmphasis on pre-
lctting. Civen the greater level of cconomic unccr-
tainty prcr.ailing, it is likcly that this more cautious
markct apl]ro2r;fi \\,ill Prevail in thc short term.

Endnote
1.00 Euro (€) = $1.08 USD
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I'rctlictions tl'rroughout this vcar h.tvc been that
ovcr.rll propertv investment rctLrrns rvould remain
flat ancl this will continue to bc thc case for thc
rcnraincler of the ),ear. It is p.rossible that thc invcst-
nrent clisp.rosal pr()grams crrrrcntly uncle'rrv.rv bv
some of the institutions rvill haYe.r positivc impact
on ovcrall retrrrn as there rem.rins sigr.rificant pri-
vat!'invest()r dcmantl for pr()perties. Whilst a sig-
nificant amount of propertv invcstmcnts hirve been
brought to the m.rrkct ir.r 2002 most of this lras con-
sistctl of highor vitlue lot sizcs itnrl there remains a

sigr.tificant shortage of smallcr scalc property
invcstmcnt ()pportlrnitics. It is likr.ly thereforc that
viclcls for thc smallc'r krt sizcs rvill rentain at kr:en
Itvels as tlcmancl rvill be in exccss of supplv. ln thc
higher krt sizes as viclds rise therc rvill bc tlenrand
from prir, att' investors for industrial anrl citv centcr
offices u,hcrc Yielcls of 6'11,+ make the.nr an attrac-
tive fin.rncc pla\,. C)vL'rall the markct for citv centcr
officc' ir.tvestmcnt ancl inclustrial procluct is
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NoN-PERFoRMTNG Loax
RrsorurloN IN CHINA
Bt1 Richord Paisar* nrul Bitrg Wottg"*

*Miclutt'l D. Spt'rll Prtrli'ssor trf /lcn/
/-.idl( / )( , rr,,l)irr, rif. Iirrl'irlr,/ Dr.lt/l
Sclroo/ or rlrc'ist'rt, qsrl.l nri' nr d.ttl r r.

** 
H trrnr Ll Dcsl.qrr .Srirrtttl

Executit)c Surnmanl. Chint, likt ipith Lttllr,r Asirtn cttrrnlri's, is cirsc/r7.lbl/i;4.
irrt llrc alryrotch ustrl Ity llrt' Uttitcd Stttt's flrorrch fltt .fornmliLttr Ltf lht
/{c,so/rrlirrrr Tn sl Corporotiou (11?C) hr n'so/rrr' its non-yLt'.forntittu lLtnrt yLtlt
Itttt. ThL' ltu ryLtst, o.f this mticlt is hr rclicr| C/rirrlt's /rrrgrcss i itlrn.tiug lbr-
r,ir,r iiri,t'slols ttt lurchtst tlit'NPLs, in:l to (i.oluitt a /orr.g /ist o.f.titclor. fltnf

n.tt'l.t iiti,t'stot pt't.cL'lltio Is of truccrtdrrty. T/rc'si' .,4tclrrs trtttsl I,c ar lrcsscr/

lrc,4rrc irri,r,stols rc likt'h1 ttt ttttt'r tlt Cltittr'st ntnrkt't itt .titrct' rt ,lcafssrlry

rt,rTuirt,ut,ttt .fitr th.' gol,t:r nu' t to scc ltl.gllt'r NPL rccoit't't7 rttts ruul loivt'r
/osscs orr /trrrris nmrlc lttl tltL' stattLtiptttd bnnks.

Tht nrticlc rllscrissr's l/trcc lrortrl rnfr torir's o.f uuccrlnintrl thtt t.lfccl itti'tstor

Itt,t'ct,Plions tbLttrl Chiun's Nl>L rlnrktt. Of tlrtsr:, it is itt fllr.'ort'a of L'xL'ttttitttt

thnf fLrrL'ittt iri,c'slot's.frct' rrr,qrcdh'sf uncL'rlrtitrtrl. Tlrt' tLti,trnnrcttf ltns bt't'tt

trrrti,int foriLnrd lo l,srr/i,t, kt,r/ issrics a,il/r rt,slrr,ct to t-L'llttttitttitttt o.f cttytittl tud
frrr rdh's./i)r./i)r.cl.{ n buytrs. Otlrcr lssttls rlcl;r'ttrl ntort'on iL'htt hi1Pt't$ nl lln'
/rrcal 1t,r,t,/ or on prol(rtv /r'i,t'/ rrt'3otlaflotts srrclt ts lnid o.tf L'ntlloy|'c liol)ilitV.

WhilL, tht'st, rtt't,trs it'rttrld bL,w|it fnln slrr),r.{ lrtllo,rol dit'L,ctiLur, oultl ttl,t'riott,
Irr rcso/i,r1.( rrclricl /orrrrS lS 1ikt,/r7 lo rf.Tltaa i/la'r,sl(),- unCtrttitttrl.

T/rt, sricccss 1rf f/rc llTC irr tfu Utittt{ Sltlcs lti lcd lt itl;.riltt otl tht: rll'L\l ilrith
ir,/ric/r NPL dssats l'{'r( Itrrrrr{/tl fo tntrkL't atd sL'curiti;t'Ll. /ttt,r'slot's t't's|trltr/cr/

crtttii,L'lrl lo tlL'0plorlunilV, ruul .ltricts, it,/tic,ft tt,t'n' inititlhl loia, rost'17uickh1,

lltrt'bV rL'dttcittc llr( /()ssas lo r/rr,qoi'('r,,/,rcul. Tlrr'C/rirrr'sc coit'l,ttlr{'ttI ltrs
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Ltll(ntllt:d ln nlylV l,lrr'lr'ssrrrrs rr/ l,lrr, /il C ItV cn tlitrt liurr
,'lssr'1 Motta{,r'r,/t'ltI C()/?)()frrli()Ils (,,1,fl('s/ /rr sl)t rl lltr
lrrrltt lcsrr/lllirr,/ l),1)(t'sr, /t,trl lrV r'rrt rrrrrritirr{ /irri'ltrr
irti,r'slrrls lrr lrtrrl f/rt'N1'L |rrr.l/ir/irrs. l\tlj(lltu't'j' nllti.t.
itr ChitrLt iL,ill ri:,t ruyitllq rts tlry lid itt lltr Llttitrl Slnt..
r/c1r'rrr1s rrr iL'httl:r r lrttiiqtt i,/i,r,sIrr\ r//1,rrl,ir'lr tr,l crrrr

lrrrl rrf N/'1. assr'ls rTtrir'(/y rtrl lo rtttli:l /rig/rr'r' r'rhri,r'r'17

t'nlrrts lltrut llttrl ctrrtttlly yrojtc!, r:ytciolly lt\tut lt,tutt
ot ilollllt/ turtdt Io Ilr 5lrtl(''()ir.,t{r/ r',r/{'rJ,r'l5r':.

The 1,11vP115c rrf this articlt' is to rt,r'icu (-hina's
progrL'ss in nttrnatinH c.rPit.rl t() irrr t'st irr its [.rLrtl-

ding NPL nr.rrkct,.rnel trr t'r'altr.ttt'a long list oi
lJ(l{)r\ tl't.lt.1ll('et tn\\,\lr)r Ir(.r( (.Ill(rt'l rl Lu](1.r-
t.lint\'. l-lr!'sr [.1ct()rs rrrrst tre atlclrcsst'ci bciort'
invest()rs arc likclv t() cntcr tlte ('hirrcst' rlarLt'l itr
forcc-.r neccss.uv rc(lrrirrntcnt ior thc tort'rn-
mcnt to scc highcr NI'1. rcc()\'cr)' r.ttes.rncl lrrrvt'r
Iosses on lo.rns nr.rclt'bv the st.tte<rrvnerl lranks.

'lir bc surt', ('lrirra lr.rs its orvn unirlut'set of prob-
lcnrs in tle.rling u,ith its NI'l- sitU.rtion. Unlike thc
Unitc(l Stntcs, r'r'l.rn\' ()f thr lo..rns .rrc not real
t.statt' backetl. I:rlrtlrcrm()rc, m.1n\'()f tltc loans
rlcrc nta,.le t() sl.r tc-()\\'nccl ent('rpriscs (SOEs) tlrat
h.rvr' ,tsscls of rltrcstiorr.rL-rlc \1rluc. Clre.tt unccr-
taitrtv srrrrountls thc .bilit\' ()t l()rcign ir'tvcstors to
iorct lort' ott rlelintlttcnt lo.rns .rntl to collect ntuclt
ntont'r,' iront thr sale ot coll.ltcr.tl. llol'ever, likc
tht'Unitt'r.l Slalcs, CIrinr is usirrg thc N['l- rcsoltr-
tiorr Proct'ss to inlrotltrce d nc\\'sct oi ir-rstittrtions
int() tlr(' r'r'r.rrL('t pl.)ce. Ihc succcss ()f the ItTC
(l(.pcn(l(.(l ()r'r ()pp()rtrrnitv investors' bringing
nr.tssit't' .rtttotrnts rrf cal.rit.rl into thc rc.rl cst..rte
ttt.trlt l' ,ttttl lt.tl t,' thr' irr.t r|turitiz.rtirrn 

''l'n()n-
p(.rf()rnrinl{ loans. Sinrilarlr', Chin.r is looking kr
\\'all Strt't't .urcl otlrt,r gl()b.11 caliit.rl m.rrkcts t()
rcsolvt. lht, Nl'l- crisis through the first nt.rjor ior-
t'igrr r.lirt,ct in \'(.s tnrcr'r ts into Cl.rir.resc fin.rncial
n].r rkr'ts.

I-lrt' artielt' h.rs tlrrt,t' r'r'l.r il'r p.1rts. It [.rcgins rlith .t

tlisctrssiorr oi tht' Ill("s ('\[rcrienac in rcsolving
tht' Unitt'tl St.tcs' NI'1. pr()bl('m.rnd.1 rcvic\\'()[
thc lit(,r.rtrlrr on \l'l.s in r\si.r. Thc seconcl p.trt
prr'\r'r1l\ thc NI'l- rcs()luti()r'l proccss in China.
I his st'clion bcgins with .r lrricI tliscr-rssior.r of
('lrirr.r's b.rrrkirrg svstcnr. It pr()cccds \\'ith .1 dis-
cussiolr ol tht' classific.rtirrn .rntl m.rgnitutlc of
( lrina's NI'1.s, artd cnrls rvith thc g()\,ernnlent's
.rppr()1r(h lo lo.trt resolutiorr [rv cst.tt'rlislring thc
[our r\\l('r. fht, thirtl p.]rt ('\'.rlu.rt('s fiftccn f.rc-
t()r\ th.rl ,rl['ct h)rciEr] i|l\ ('st()r pcrccptions .tb()ut
risk ancl trnccrt.rintv ior invcsting in Chin.r's NPL
ntarLt,l. 'lht, .rrticlc corrcltrclt's bv highlighting the
ch.rng('s th.lt nrust ()ccrrr irr orclcr frrr [rrices on
('hin.r's NI'l.s l() rise -kev to thc governntcnt's
obit'etivt'for [.rringing in iorcign in'r,cstors to help
rt,rltret' llrt' ultinl.rt(' (\)st of NI)[- rcsolution. Tl.re
artielt"s rn.rirr c()r'rtrilruti()n is to .rtltl to tlrc litera-
tur(. .rbout n()rr-[r('rf()rntinl] lo.rrt rcsoltrtiott one
oI tht. rrrost irnp()rlnnt fin.rnci.rl rcstnlcturing
issut's throughotrt tlrc rvorlrl ovcr tl.re last
tlt'eatlt' .rrrtl kr illuntinatc thc ch.rllcngt's f.rcing
('hin.r .rs it attt'nr1'rts lo resolvc its N['1. problcnr.
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/-tlrill.t, li[t' t'rurr ,'tlttr ,\'i.tn (\i)n,,rl']\'. r\
I r'i.'.rlint rtillr .t rrrourrl.rirt r,l l'.rtl l,',rrr'. llrt'
\a-,,,,,.,t ','1,..,n,,1, c,,st r. t,slirrr,rtr'rl hr
Stanci.rrtl & I'rxrr's to [.rc sor]lt, 55l5 t,illion, or -11",,

of tl.tis vr.rr's gross tlonrt'stic ['rrotltrct (lirr:irrr,:.
l\ilk, 2002, p. lS). China h,rs l.regtrn the krng
pr()cess of resolvirrg its nolt-pcri0rnring loarr
(NPI-) p11rblr,nl bv t,statrlislrin$ iour r\sst,t
\lan,rgt,nrent CorPor.rtiorrs (.,\NlCs) trr rt'solvt'
somc S 169 billion ()f n()n-p(.rf()rnring loans (\ I'l.s)
n].r11c t() tlte forrr nr.rior \t.rtr,-()!\'n('('l poliet'banks.
lk'solr,rtion of thc \I'l.s.rnrl rt'c.rpit.rliz.rti()n ()l its
b.rrrks art of funtl.rnrcnt.rl inrPo11.111,.r' to C'hin.r .rs

it cntcr\ th(' \\irrlrl .lrarlt,()rg.rrri,r.rtirrn, 
.rn(l prc-

p.lrL's its [.r.rnks to c()ntpr't(, Ite.rtl-orr rvith \\'cstcrn
b.rnks. Torr'.rrtl this cntl, China is.ltt('nlptir'tg t()
.rttr.lct forcign irlr'rslors to [.urch.rst' the NI'l-
p()rttoli()\.

In cstablishing thc torrr z\M('s to rvork orrt iht'b.rtl
lo.rns of tlre four nr.rjor st.rte-orvnt'rl lranks, ('hin.r
has closclt, iollolvt'tl the Urritccl Sta tes' r-'r perienct'
\r,ith tlrc Res()lution I'rtrst ( rrrpor.rtion (lt I ('). I'hc
I{TC'.s aggrcssive s.rlcs of NI'l.s h.rs trecorne .r

moclel for the rest of thc mrrltl. I)cs1.ritc pretlicliorrs
of loan l()sses in cxcess of $10() billion, tltt. firral cosl
to the Unitcd St.rtcs governnrcr]t wns und('r Sjl0{)

billion-onc of the nrrrst succcssfrrl go\i(.rnnl('r'll
intcrventions into thc U.S. fin.rnci.rl n).rrk('ls.



PART I: BACKGROUND
AND LITERATURE REVIEW
Thcrc .r rc t\\'() str.rnds ()t I i ter.r trr rt' th.r t .r rr' i rrr por-
t.rnt f()r unde rst.rn,.l ing Chin.r's Nl'1. rr'solrrtion

[.rrocess. 
-l'hc first stranrl tlescrit,cs the t'r1'erit'nee

of thc l{esolution Inrst Cor}rrrr.rtion (li l( ) in the
Unitcd St.rtes. 'lhr secorrtl slr.rntl rclalcs trr
Chirra's NI'l- pr()blcnr .rnd tht' luntlanrcntal Iinan-
ci.1l rcstrulctrrrinH that CIrina's ec()n()nrv is rrntlcr-
going. For ['rotlr strantls, tht. st'riotrr ,reatlt'rnir'
er.rmin.rtion is onlv just bt,ginnint. lorrrnal arti-
clcs .rrc sp.rrrc, so rvc ltavt' haci trr relv ltrort' tltan
tvt,n'otrltl likc on articlt's in lhr' [in.tnr'ial prL'ss.

The FDIC and the RTC Resolution Proccss
I'-or unclt'rst,rnciins th(' IiI(-, t\\() inr[r()rtnrrt (\)r]r

I.cncl iu tns ()t .rrticl('s .utcl ltrrtt nr cl isctts.ions h.r r t'
l',eert .rsscnrt,lctl [.r thr' l 

jt'r.ler.rl 
l )t'posi 1 1 11'r., r",,..'

Corprrr.rtiorr (lrDI(-). /ii.Iuy rr/ l/rr' I i(/r/rr\; 1r\.{),r:
tii. tltr FuIttt.t' (l-I)lC, I997) ('\.nrin('s tht' lirrnr,rtion
oi thc Il I C .rrrcl tlrc U.S. ll()\'('nrtncrl t's r('\p()r'r\(' t()

thc [r.1nkir1g crisis ()l thc l9S0s .tntl ('.rrlv l9()(]\. i\
sccorrd trvo-r'olunr(, publicnti()rr lrl thc IiI(,
,\larrrrrirr! f/rr' cr isi:; l/rr' I l)/(' rirrrl l( / (' r'\lr'/.r(,r(i.
l9n'l) l!)!U. (Ft)lC, l99S) rt'r'it'r\'s tlrt' rcsoltrtiorr
nrethorls .rrrr.l tt.chnitlut's ust,tl lrv tht' ll I(' tlLrring
tlrc Savings ,rlrci l.o.rn [.,ankin$ cri'i. anrl lh,.' Ii I ('s
pcrtornr.rnct'.

The ;.r1in1,1v1' su(cess ()f tlre U.S. rcsolrrtiolt pr()(('s\
\\1rs th.rt tlcsprite thc nr.tgnituclt' rrl tlrt'crisis, llrt'rt'
\r'crc n() scri()us [r.rnk rtrns or crt'r.lil llorl r.lisrrrp-
tions at ft'cler,rllv instrretl instittrtions antl, ntrrrt'
import.rrth; tro cvirlcrrce ()l (k'p()sit()rs Iosing tht'ir
insurrtl de l.rosils (l:DIC, l99ti, r'.1, p.{r). In lh,.' rt,so-
lution l.rroccss, thc til)l(' p('rf()rn1('(l its t'sst'rttial
rolc .rs .r tlclrosit ilrstr rcr ot [r.rnls .urtl s.rv irr gs .rsso-

ci.rtions .rnrl .rs .r r('c(,i \'(.r. I ts P1; 11" r,' ob jt'ct i vt, rr, as

to p1g5g11'c tlrc ovcr.rll st.rbilit\'()f thr U.S. [inaneial
svstrm .rntl nr.rint.rin public c(nr[i(lcncc. 

.l 
ht. Ii l (',

on thc otht'r lr.tntl, hatl J r'tJrr()\\'('r for'trs; its clrrtI
\r.rs t() rn.r\ir-r1iz(' nct pr('s('nt \,.rluc r('tunrs Ir()nl
the tlispositiorr ot tailt'tl instituti()ns antl thcir
asscts.

I)rrr' to its linritt'r.l lilt, s1,.111, thc lt I C hacl rrcitlrcr tht'
linrt.nor tlrt' rcsotrrccs to rlevt'lrr[-r an cr1-rcricncctl
\l.il, trui br,' r'stablislrirrt rvorking rclatiorrships
arrrl partnt'rships rvith l.rrgt. pri\irt('.rssr,t n).n.rllc-
nrcnt .rncl rlis1',orition firrt'ts, it rr'.rs atrlt' to .rcrlttirc
as rnuth t.rpt,rtisc irr \l'l- rt,solrrtitrr.rs it ncetlcrl.
It u'.r..rl'o aLrlt,to st'l up n.lti()n.ll s.rlt,s ecntt,rs ancl
rtreer'''irrllv s('ll asst'ts in lrtrlk.

Resolution of assets
\leth,rrl. trst'r.l lrv tlrt' Ii I (' to r.lispost' of .rsscts ]rrc
virrtrslv orvnctl bv i.rilcd in\tittrti()n\ inclutlc .rlrc-
tiolt. .tnti s(\lk'd bi(ls, rt'ctrtitiz.rtiorr, ('qtritl p.rrt-
ncrships, .urrl lht, rrrt, ()t .r\\('t Dr.lr.rllcnrrnt c()n-
tr.rr't()r\. 1\b()ut 5{()t) [rillirrn in.rsscts rverc Ir.rrrrllcr]
itt oltt' rrl thtst' rr .rt's. Nltrst of tlrc ll.l C's .rssets u'crc
st'etrrr'ri [rv rtul t'st.rtc nr()rtBn$('\, antl tlrt'ir tlisl-ro-
sitiolr rr'.rs itrrtlrt.r hanrlrcretl br' .r nationrvirlc
,.lecline in tlr(, r('nl est.lt('nrarket. lo nrcet tl.tis ch,rl
It'ngc, rt'al cslatt'-bacLt'ci l().rn p()rtt()li()s !\'cre str.rt-
itit'tl antl plaet'tl in p()()ls in JCC()r(l,ucc rvith such
critrri.r.l\ gt'ogra1.rhie ,lre.r, ns\et tvpc, assct clu.rIi-
t\; .)n(l .rss('t nr.rtrrrit\'. lrr .rtltlition, tlrc Il'lC .rlstr
aclol'rtt,rl tht' rr st' oI sel lt,r f in.rncinl; .rs . c()nvcr]irnt
trrrl lrrr l.rortfolio salt's (lil)l(, l99ti, r'.1,p.3()).

".l hc I:l)l(' bt'gan lrolciirrg rc.rl cst.rtc .ructi()r'rs

Pcriotlit.tllv in tlrt' latt' lt)fi{)\ t() (iis[r()sc ()f l.rr$c
invent()rics of snr,rllt'r, riistresst'cl, .ln(l l.rb()r-
i ntt'nsi vt, rcal t'statr.' p11r1-r1'1[i1's, sucl'] .rs c()r'r(l()-

rrrirrirrnrs .tntl rtc,rrrt Iots. Ilt,c.rtrse ot tlris, rc.rl
('st.ll(' .rrreti()r'ls conrrrrtt'tl the inr.rgr ot'firc s.rlc'
irr rvhir'h tht.scllcr rr'.rs rvilling to aecrpt ht'avilv
tl iscorr ntetl prit.('s t() liqtr ir.latt' trntl('si r.rtrle re.rl
(.strt(." ([il)l(, l9()8, i'.1., p.3'1).

"(irnsetltrentlr'. in tlrt' r.'.trlt' st.rges ()l thc ltl'C's
cristt'rrct', rttI t'st.rtt' .ructi()ns \\'t:re prohi[ritt'tl [rrr
It'.r r I lrat tlrt,t' rlou ltl .r ggr.r r'.rte .rl rtatlv tl istrt'ssccl
rn.rrkt'ts .rrrr.l tlonragt' tlrc financial st.rnrlitrg of
barrks.rncl thrifts thJt rvt.rc hcavily irrvcsterl in tl.tc

re.)l('stnt('nr.rrk('t" (l:l)l(', l9t)S, r'.2, P.62). ll1i5 pvqr'

hibiliorr rr'.rs latt'r Iiftetl rvht'n it bec.tnte (]ppnrcnt

Rr Ar EsrArr lssur!., Ftllll\irrttr 2002

Onc of the I{ l C's t'.rrliest e hallt.ngt's rr'.rs to tit,.rl
rvith the rerluirenrcnt of sclling .rssets tlrricklv u ith-
out beir.rg lccuser.l of "rlunr1.,ing" llrt'nr lirr priet's
tlrat !v('r(' cot'tsiclert'cl to bt' tott lorr'. lnitiallr',
Irll{llLA (thc Irin.rnci.rl lnslitrrtions llc[ornt,
Rccover\i .rrrrl I:rrioret'rrrt.nt Act oI I9lr9) rt,rlrrirt'tl
that thc ll l C scll rcal estate for no less than 95",, ol

ils a1.r1.rr,1i51,11 (rrrarkct) r,.rlur'. llt 1991. lrorvr'vc1 itr
r('sp()ns(' t() gr()rr'inll eriticisnr of its slorv s.rlrs antl
congrt'ssion.rl c()rleent ()\'er thc cost oI r]t.tint.lining
.r rapidlv grrru irrg irrvt'r'rlon'of propt'rtit's, Irllll{llA
rr'.rs .rnrt'nrlt,tl, anrl llrt' nrininrrrnr s.rlcs [rri(c u'.r5
retlttet'rl to .t stilrtrlalt'cl iigtrrt'o[ rto lcss th.tn 70",,
ol tltt' appr,ti1,q'{ r'alLrc1l:l)l(, I9913, r'.1, p.c)).
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th.rt it rlas inhibiting tht, r.rpicl clisposilion ol asst'ts
.rrrtl incrt'.rsing tht' cost ol rr'solrrtiorr.

In i..t, thc trro clistinetirt' .rssct tlisposition tt'eh-
nirlut,: u'r'tl bv thc Il IC in its succcssful harrtiling
rrf \l'l s rlt,rt'(l) tht,crc.rtion.rntl s.rlc ()[ l.]rgc.rssct
po,rls; ontl (2) lhr.'rrse of secrrritiz.rtiorr. Nt'.trlv
i0(),()()() lr.rrrs rlr.rc p.rck.rgctl for sccuritiz.rtion. Iir
.rcconrplish this, J vJrictv of coll.rtcr.rl tr'1.rc.s 1r'"r"
lrsetl: e.g., honrc nrortg.rges, conrnrerei.rl nrrrrt-
g.rgt's, rl.rnrr[.retrrretl housing Io.tns, le.rst's antl
installrrrcrrt (r)ntr.rcts ()n pers()r'r.rl pr()pcrt\,. 7l ()l

thcs(' tr.rns.rctil)r'ls, otrt of a krt.rl of 7-1, 1.t'rfornrt'rl
crt rt'rrrt'lr' \\'('l I ((;l.rssnr.rn, I 99ll).

lhc l( I( 's eltrctivcncss in the crisis ean [rt, attrib-
r.rlt,rl lo tht, iollorving fivc prinligrll' ; 111

Ihroughorrt llr(, (,ntirt, [rr()ccr.s, tl](' t'fiorts ol tht'
Il I (- rvcrt'crrrrclinntr'd \\'ith tlrr.rsc oi lcgislators. (21

Clcarlv rlt'linctl roles .rnrl lrlrjectivcs ior the l:l)lC
.rrrr.l tht' Ill(' hr.'lpr'rl lre1l1 .rgt'ncit's to rcnrairr
iocrtst'tl. IIrt' IiI(-'s rcsoltttion Process rr,'.rs lrascrl
largclv Lt['on thc p1i1rr c\perience oI thc I:l)lC. (3)
I'lrc l.lI(' grn(lrr.lllv nd()ptccl .rrr cvolutiorr.rrv
.rppr().rclr l() rcs()luti()n mcthotls. (-l) Bt,using pri-
\tte-s('clor r('s()rlrces \\'henever Possiblc, it savetl a

Iot oi limt',rnrl nroncv in thc rlispositiorr oI tlrc
NI'1.s. (5) Ilv going to the ptrblic c.rpitrl nr,rrk('ts
through st'curitiz.rtion, it rr'.rs .r[rlc to .rchievt'
tr n ['r rt'ctcl t'r't tcrl rertrlts.

()rt'r its st'r'cn-r,car liie, tht, RTC succccelt'tl in tiis-
p()sinll ()i nr()r('than 5-lltl lrillion irr \ l'l-s artcl rrtltt,r
.r"r,t'. \\'lrilt. thc gr1ici11g of t.rrh' [rrrrrls rr'.r. lrrr',
pricr'\ r()s(' (luifkl\' .l\ invcst()rs b('c.lnre c()nll()rt
ablt' rvitlr tlrt' proet'ss ol rcsLrltttion.rntl rt'errrtrr'. Irt
thr' t,ntl, tlrr' govt'rnnlcnt's losses o11 \I'1. rcsolrrtion
\\'(.rc nrucll lorlt.r th.rn origirr.rllr' prcrlictcti.

China's NPL Problem
Iht' s,.'rrrrrrl rt,lcr,.rrtt str.trtcl ()f Iitcrntrrre i()r this
p.lp1'1 is on tlrt'subject of Asi.rn N[)[-s. N'losl rvork
in lhis art'.r lt.rs foerrser.l so far on tltt, rrr.rt-rrr-t,err-
nonlic ()r prrlitic.rl .rrrrl lcg.rl .rspects of tht'rlclrl rt,s
oltrtion proer'ss l()lson (1999), Drrrn[,rrsch .rnrl
(ii,rrazzi (l(199), L'rir.r Drri/v (2(X)l)1. 'Il'rt. rricro-
Pricirr8 .rsPCCt ol tlre lrr.rns lr.ls VCt t() [.re gir t'n st'ri-
orrr .rnallsis. Ihis rs rrot srrrPrising sinct,tlrt' tr.rrrs
neti()n\ lh.rt b\' (lcfiniti(rn rvoultl unrlt,rlir, .rnv
t,ri)nr)r)rr'lri(,rrr.tlr.r. lr.rr r, (r((rlrrcLl,,nlr,,rt,r tlrt.
last r. ott plt' r)l \'('.rr\.

I\r'o svstcmic sttrrlics of ('hint'st' Nl'l.s.rre lrrrthv
oi rrotc: l ) .r srlrvcv rc[r()rt rntitlc(l "Chin.r's Non-
I'crfrrrnring I-o.rn ['rotrlcnrs," (\\'.rtan.rbt', 2(XX));

.rrrtl 2) .r rvorking prp(.r ('ntitlr(l "('hina's r\ssct
\lrn.rgenrer.tt Crrrpor.ttions," (\la and trung, 2()t)2).

lhc first trf thcst, frrlh' t'r.plairrs thc nr.rcro-ntcclt.t-
nisnrs th.rt h.rvc gcrreratt'cl tlrt' btrlk of Chirr.r's
NI'l-s. fhc secontl focuscs on their scope.rntl offcrs
.r tlrcorctic.rl tlctluctiorr of tht.,teltral .rnr()unt ()[ th!'
kr.rns, .rs rvell .rs.rn nnnlvsis ()i tlrr'[inarrcial short-
comirtgs of thc rt'soltrtirttr Proct'ss presctrtlv bcing
irrple mcntcrl [.r,China's forrr AM('s.

ln .rd(liti(n'r to tlrt' .rt.:ovt, trvo .rc.rclenric publica-
ti()ns, tlrcrc h.rvt'bccrr .r rrunr[,t,r of .rrticlcs in t].te

lin.rnci.rl press tllnt trnae th(' \(\lr,r('r'lc('rri t'r'cnts in
tlre NPI- resoltrtir)n pr()ces.\. I hcse.rrticlcs iocus on
thc t'st.rblishnrcnt .rrrcl tlclt'lrrptrrr'nt rrf Chin.r's four
,\sst't \l.rn.rgenre1ll (qr1p1r1.1li1r11s (r\\lCs) and tlre
grou n,.l [.,re .r king irrtt'rrratiorral .]rrct i()n ()l N I'Ls c.rr-
ri('rl ()rrt bv thc Hrr.rrrrng ,\\1C' /l)rra' /rrrr's
I t t lLt u rrt irtt trrl \i'rls, 2()() l ; I irrrrrrt arl Iirrtr':, 2()() 1 ).

'Ihc co"cr storv oi thc ljt'bruan' 2(X)2 cditi()n of
Lrrrollottr'r1 Mrr.qr:i,k' rvas thc [irst kr offcr.rn in-
tleptlr report ()n thc.lucti()n pnrccss.rrrcl kr tliscuss
thc o1-rir-rions of thc v.rriotrs iort,ign investors antl
g()\'t:rnment offici.rls regarrling tlr(' \,.llu(' ()f tlrc
N l't-s being aucti(n'r(.d.

PART II: NPL RESOLUTION IN CHINA
Ihe rrntierlving c.tuscs o[ ('hina's Nl'l- situ.ltion
h.rrt' to clo lith tlrt' rr'.rr' ('hin.r h.rs tr.rrlition.rllv
[in.r']ccd its nrtrltittrtlc o[ statt' orvnctl cntcrpri\cs
15()l'-s). thc tri.rls antl crrrrrs rt''rrllirtg from thc
eotrntrt's tfforts to rrtrlrn t() .r rn.rrket cc()n()nt)'
h.rvc complicatt,tl NI'l- rt'solutiorr. Ilrc currcnt
NI'l- clilcmnr.r is thc Protltrct o[.r lcgaev of ccrrtral
plJnninB,.rntl tl.tr.main l.rlavt'rs irr tlrt' clr.rnr.r .rre
('hirrt'st' govcrnrlent oificials, p.rrtierrl.rrlv mem-
lrcrs of krcal g()vcrr]nl('nts; irr IrrosI r['cisittns, thirtl
p.rrtics .lrc consf icuotrsly alrst'rrt. The [ranks
irr volve tl h.rve .rctctl prirrr.trilr' .rs g()\'enrnlcnt
agcnts, tlisbursing funtls io. \irrietv of Pr('-d('1.t-
nrirrccl projccts u'itltoul arrr' prt'linrin.tn' creclit
an.tlt scs. Such .rn.rlvse. \\'(,rc Irr'\'r'r p('rfornreri, n()r
rr'.rs tlrcre tlrought k) lrc.lnv neetl tor lhcnr, sirrcc.rl]
crerlit tcrms thc.ll()unl of thr'lo.rns, kr.rn nt.ttr-r-

rit\; intL'rcst r.rtcs, .tltci so lirrtl't l'erc pre-cleter-
nrinc,.l lrr the govt'rnr:rt'rrt. Stteh.r st stcnr cotrlt] not
lrrl 1.r [11 I gcncr.rtc i rr.rtion.r I inYCstnrcnt r.lccisiotts,

antl thesc decisions frcr.ltrentlv rcstrltt'rl in n()n pcr-
hlrnring knrrs.
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N4orcovt'r, in ('lrin.r's tr.lnsiti()l't to.1 ntarkt'l t,r-onrr-
n1\', thrrc rcnr.rin institutions th.rt inhi[rit tlrt'nrain-
tt'rr.rIrat, rri a,rpit.rl .rnd tr.l(litions tlrat hart' lrrrg
sirtct' rrtttlirt'tl tlrt,ir uscfulness. ()f thr'sr', tltt, rtrrrst
serior.rs is tht' l.rck ot .rttcntion Fi\ er't t() ilte Dt,lintt-
Il.)r'le('()l (i)pit.tl. -l 

his, more tlt.rn .lt'tYthit'lll ('ls(', e.)r't

[.t'[.lanrt'ti for tlrt'ctrrrcnt NPL ['rroblcnt. ln esst'ner',
State-ou'nctl entcrprisL's (SOEs) have trcatt'rl thcir
sh.rrr' ()l crr'(lil ,rll()cnti(lns as g()\,cntntcnt gr.rnls
.rnd trst'tl lhr,nr t() tinance $,orking cnpit.ll .ln(l
firttl invcstrnent. In trxr nrany cast's, tht'se r.listrur-
s.rls l).r\'(' r)()t b(,('r'r tlrought of as tlctrt olrligatiorrs
thal lr.rtl to [rt,rt.[r.ri11. Tl]ough st.tte cnterprisr's
havr' ['t'cn atrlc to slriit thc colrst'clrrcnet's of their
Iack ol fort'sight trr Chincsc b.rnks, thc barrks havc
lt.rtl rro rr'.rt to p.rss thc burclcn on.

lhc orcrlr' ()Ptinli\tic t,rp.tttsion ot crcrlit th.tt
(hina t'r pt'rit.t tccri in tlrc c.rrlr' 1990s rr,rs on adr.li-
tiorr.rl sourct'of NI'l-s. It overlrc.rtctl thc t'arlronrv
.trrr.l t rr'.rtr. r.l ru|l.r\\.r\ inll,lli()r'1. l)r,nrr.strc r rr.tlit
gre\\' .rt the r.ttt'of 30",, lrer Ye.rr bet\\'ecn lt)91 .rntl
I995, .l rnt(' significantlv highcr th.rn lhc avt'ragt'
gr()\\,tlr r.rtc of 21.3"i, in the l9tl0s. I)trring th.rt
s.ln](' lreri( )(l ()f ti nrc, rci]l cstitc l('n(i ir'rll inr'rr.,.rsetl
rapitllv anrl luelt'cl pro;.rerty rlevcloPnrent tlr.rt rv.rs
l.rr [Tt'r,oltrl tht linrits of the cotrntrt,i clcrlalrds.
Manv oI tlrr' protrlcm krans th.rt norv pl.rg11s'
('hino's banLs rlcrc crcatctl bY th('crc(lit lrrrrnt irr
tlrt' l()9()s .rncl lrv subsctluent .rssct lrrict' lrubblt's.-fht,nrajoritr'()t thc c()untr\"s N['[-s are tht, sur-
vivors oi Lr.rns to,.rnr.l .rsscts ()i, f.rilctl S()l'.s. Ihis
is a signitieantlv tliffcrcrrt \l'L sccn.rrio ironr that
ot tht' Uttitt'rl Statcs.

The Banking System in China
Sinet'tht.['.rnkirrg rcfornrs of the nrid-l()li0s, thr,
l't'oPlc's llank ol C'lrin.r (I'BOC) has lrccn turncrl
stcP-b1'-s1(.p int() .r centr.rl bank. I'hrec poli,.t,
banks havr'lreen est.rt.rlishct] to takt'up tht'job of
policv lt'nclitrg, arrtl the four st.rte-on'netl slrt'ci.rl-
izt'tl [,anks .rrt' lreing gr.rcluallv tr.rnsfornrcrl intrr
eonrnrcrci.rl b.rnks. Mc.rnrvhilt, thirtet'n'hart'holtl-
ing eorlnrerr'ial banks .rntl torrr public cltrotccl
barrks har,'t' bt,cn sct up.75 crcdit c(x)p(,r.rti\'('s
rvrre trrrncrl ilrto citv conrnterci.rl tr.tnks, .lnd (,5

irrrt'ign b.rnks h.rvt' sct rrpr l5l L.rranclrcs arrcl l-lt{
rt'lrrcsr.'rttativt' oIf iccs.

-I-lrt' three polio'tr.rnks arc

I Thr Chin.r Dcr e krpnrt'rrt llank (CI)lt;

I fhc Erport .rntl IrrPorl l|.rnk ol ('hin.r
(Chcrinr)

I l-hc Agrictrltur.rl Dcvelopnrr'nt ll.rnk of Chir.r.r
(ADBC)

I'olicv b.rnks, rvith nrarrtlatt's fronr tlrc n.rtional

Bovcrnment, trse tlrt'ir (i)pil.rl l() supp()rt inira-
structure c(lnstrurction, ricveloP [r.rsic antl ntainstay
irrtltrstrics, relo.rse [r()ttl('r'rc(ks, artrl .rrl just irrclustri-
.rl .rntl loc.rl ccorrolrric struetrtre\. Aftcr thc 199-l
[.rank refornrs, tlrrcc Poli(-1' b.rnks st.rrtt'ci kr issuc
I'olicr' f-bonrls trt crrrlnrt'rci.rl Lranks .rntl othcr
11()n-b.rnk fin.rncial in5t itu ti()r'l\.

'l ht, "Big Fottr" tlonrin.rrrt \l,rt('-()\\'ntd contntt,rci.rl
[',anks.rre:

I Thc Irrtlustrial .rntl Contltcrci.rl ll.rrrk of Chin.r
(ICBC)

I The Agrictrlttrral ti.rnk o[ ('hirr.r (AllC)

I 'l hc llank oi Chin.r (li()(')

I The Cliina C()nstnre ti()r't Ilank (CCll)

Ii:c.rusc the "Big Irour" holrl .r cruei.rl position in
Chin.r's rr.rtion.rl ('c()n()n't\', thc ecnt r.r l g()\,crnnlent
has rcrlttirctl thcnr t() \()rt otrt tltcir.rsscts antl
rcstructurr' int() "trLrc cornrrrt'rci.rl [r.rrrks" rlithin
tlrc ncrt fivc Ycars. Ilv th.lt tinru, thcY r|ill h.rvr'to
a()mPetc in.r m.rrkct tlrat rlill [rt'frrllv opt,n kr for-
cign firr.rncia I institu t iorrs.

Thc "Big Forrr" f.rcc tl is.rtl r,.r n t.rgt's anrl atlr,.tntages
for conrpt'ting .rg.rinst Wt'stt'rn b.rnks. l lrcir tlisacl-
\?ntJgcs inclttrle thc currt'nt overhang of huge bacl
l().rll portf()lios; tht'r, lack nrotlt'rn t.ranking procl-
ucts; tlreV h.rvc nr.rnl trrrerctlitr!orthv cust()nters
(SOEs); .rntl thcv rrc or r'rstal[t.tl .rrrc] oveJ-
br,rnchcci. Thcir acir'.rrrtages .rrr, th.rt the\'.rrc t()o
big to tail: thcv clonrirratt' about ti0",, t() 9()",, ot
CIrina's [.'.rnking .rsscts. Ihcv rct.rir] pr()fit.rblc ctrs-
trtnrcr b.-tscs, rr irlcsprt'.rci br.rnch nt,trvorks, .rntl
g()\'crnnrL'nt strpport for [.rrrilcling c()rn[rctitive
ir.tf r.rstructtrre s. 

.l 
lrc golernrrrt,r'rt is u\i11g /\\{C:i t()

prrrclr.lsu tlrc [.r.rrrks' [,.r,.1 lo.rns .lt .rpp.rrr'rrtlv full-
book r'.rlue'tvitlr l.rontls Eu.rr.1t]lcr'(l bv thc st.tte.
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()r,cr tlrc nc\t tivc vears, tht' ( hit'tt'st' gttvcrnment
!\?nts t() tr.trts[orrl thc "l]ig liottr" it'tto ntorlern
strongll' conrpt'titi\'(' c()rtlnr('rci.rl b.rrrks. Sonre
st.rte-()\\'ned conrnrercial lranks rvill bt' rt'strtrc-
turcrl to Lrrc()llc \t.lt('-a()ntrollt'rl sh.rrcholtling
c()mnrcrci.ll [.ranks. ( ttttitrg tlr)\\'n ()n thc Ilun]bur ()i
N['l.s lras bt'conrr' .r rt'iornr [.rrioritr; tlitlr intprcs-
sive rrsults haring bectt .rchit'r't',.1. ln r\pril, thc
ICB( trccanrc tl]c tirst to rrakt,[.ut.,lic its \l'1. ratc,
.rntl it rr'.rs follol t'rl br tht.('( B.rnd thc Il()C.

\lorcovrr, conrnrerei,rl [.,rnk. art' r'l()\\' c()r'r']prltinll
[or tl.tt't'fiicit'nt rt'solulion ot NI'l.s irt.rt.t cl[ort to
Prr'P.rrc thr'nrsr'l\'('\ l()r (1)n]P('tit ir rlr rvith Irrcil]lt
tr.rnks ancl to ol'rt.rin .r lrt'ttcr th.rncr' io go Pu[rli('
tlrroug,lr .rll ll'() bcfore their pet'rs rlo. ('lritrt'sc ccn-
tr.rl [.r.rnk chici [).ri Xi.rnglrrng Iras urgetl tl.tc fotrr
hig barrks t() r('riuce tht'ir batl kr.rtt r,rliotts fron't
21t",, kr 13",, oi their tot.rl lentliltg ovt'r tlrt'ttt'rt tivc

Non-state-owned Banks
In.rtltlition t() thr'st.rte-()\\'nerl banks, tlrere arc trvo
types oi norr st.rt(-()!\'r't(,(l lranks: ()nt' is c.rllcr] .r
slrarehol,.lt'r orllrt'tl b.rnk .rnr'l is .rettraIlr, ()u nc(l lrv
i11\'cst()rs, pri\,.rtr' eiti;/ens, .rrtr.l r'orpor.rtiolts: tht
CITIC, thc B.rnk o[ ('r rrl nrtrn ic.rt ion, .r rrr-l nrru]iaip.ll
corrnrt.rci.rl lranks, streh as thc I]r'ijirrg (irrrrnrcrci.rl
ll.rrrk.rrrtl tlrc li.rnk of Sharrghai art'all [r.rtrLs of tlris
kincl. The otht'r tYpc irrclrrtles hrur Lr.rnks th.rt ir.rdc
orr tlrt' stock t,reh.rngt': tht'r art' tll(' SIl.rnglr.ri
['r.rclong I)cvt'lrrpntt'trt l]ank, tlrt' Nlinsht'ng Bank,
thc Cllrirr.r \lrrchants I].rnl. onel tht' Sht'nzhcn
L)cr clopnrcrrt Il.rnk, tht' pr(.\ i()rrs I lairr.rn
Dcvclol.rnre nt Ilank, t't r'.

In Iunr l9r)S, tht' l'li()( orrlt'rt'tl tlrt' I l.rilt.u't
Dcrelopnrtnt llnnl (lll)B) in ainan l'rrrrincc lo
[.rc clrsetl. I his rr'.rs thr' lirst trank failurt' sinct' tht'
cst.rt.rlishnrcnt of tht' I',.rr1,lt"s llt'Pu[rl;(- ot Chin.r
(l'lt(-), antl it sign.rletl Ihc cntl ol thc nl\'tl'] th.rt
"Chin.r's banks nt'r't'r fail." Inrrrrt'tli,rtt'lr' [.t'frrrt'
IIDB's f.riltrrc, tht'rt'rr'.rs.r nnr ()n thr'b.rnk, thc first
inst.rrrcc oi .r rurr on .r I'liC' t,ank tri88eretl bv l or-
ries .rtrou t its crt'tl i t. 

-l-lris 
rlt,r'ttonsl r.ttr.'tl tlr,r t tht' sta-

hilitv of thc cr(,(lit s\'stcnr, rvhich har.l [,ccn nr.rirr-
tainctl [rt, tl']c conllr'rilnrent oI central .rntl loc.rl gor'-
crnnrcnts, rvas ehanging: it ir.rtlicatccl lhat ('hint,st,

h.rnks *,t'rt'r'r()!v (,\p()s(.(l t() r)ruch gre.rter Iiqrriditv
risks. lo.rvoirl a liquitlity erisis *'ithin tl.re finar.rcial
st'stcnr, thc ll()\'('nrnl('nt ini('ctcd 270 nrillion liMu
inkr tht"'llig Iirtrr" itt l(19t.

Classification and magnitude of NPLs
The I'BOC, the ccntral l,arrk o[ ('hina, retluirt'rl
conrnrcrci.tl banks to introtlttct' a ncwly rlt'[irtctl
[ivc-c.rtt'gorr' .rsset cl.rssiIitittion st'stcnr in | 9L)l{,

l'hich is motlclccl on tlre Unitt'cl St.rt('s' s\'\t('nl
(Figrrrc I ).

Table 't: Loan Classification
Loan Categories
norma loan

watch st loan

nferor loan

problem loan

oss loan

Per{orming Loans

Non-Performing Loans (N PLs)

'l'he svstem is srt forth in tht'(iuir.ling I'rirrciplt's otr
Lc'nclirrg Ilisk Cl.rssiIication isrrrt'd bt tht' I]ll(X'.
Althorrgh thcsc guitlirrg prrinciples tletail tlrt' erite
ri.r tlr.rt slror.rltl [.rt' ust'tl in kr.tn clarsifiealiotr, tht'
systcrn for nr()nitorinll kr.tn pt'rirrrtrr.tnct' in ('hina
renr.rins subst.rtrrlarcl. Chinest' lratrks rlo trot
appc.rr k) .rtlerluatelt, gr.l(l(' tl)(' qtr.rlitv oI tlreir
loan .rssets .rnrl, rvht'n c()lnp.rr('(l to ittlcrttatiorr.rI
t.ranks, it c.ln bc scrn thnt tl't('\' ru]ticrst.rte thcir
NI'[-s. Althotrgh thc I'U(X'.ttrrouneetl that 25",, rri
.rll its lo.rns art.NI'1.s, S&l'estintatcs that thc Nl'l-s
m.1\' .rcc()urlt for up to 50",, of all lt'lttlittg tlotte lrv
thc t()rrr big st.rtc-()\\'n('(l lranks. Ihtv elairtr th.rt
cvcll in th(' Bank ol China, tht' lrt'st of tht' "l]ig
Forrr," Nl'l-s .rce()rurt f()r J()",, ol tht' [.attk'. lo.ut

Portfolio

Govemment Approach to NPL resolution and
establishment of the AMCs
Governntrrtt itrlolrcnrcnl in \l'l rt'srrltttiotts itt
CIrirr.r hrs t.rkctr r'.rrious lornts. lrront tht'tliei
I99()s, thr: g( )\'('n'r nr('n t [rt'g.rn lo \('p.lr,lt('c()ttll]ter-
ci.rl lcntling tronr polir'r lt'ntlirrg. ll t'stalrli.lrt'tl
tlrrcc policv tr.rnks to h.rntllc all policr, rclatctl
lcntling, in tht'hoPes tlrat tritslt'ltrl It'rrrlirrg to [.til-
ing conrP.rnics fnrtn tlrt'fottr r't rtrr tl,.'rr'i.rl lrattks
rvor r lrl rlt,cl ir-rt, .rnrl tlra t in tcrna I .rrtr.1 t'rtcrrr.r I eonr-
petition u'oulci irrtt'nsilv tvithitt tltcnt. Siltct' I'rintc
Ministcr ZIrtr liongji trxrk c()nt11)l ol tlrt'firtarreial
reiornr, .r rrrrrnt-rcr oI rc[()rn] Dre.rsur('s Ir.rvr' [rt't'r't

put for$,.rr(l kr tlt'.tl u'ith NI'l.s arrtl to gtt.rrrl
ag.rirrst risks in tht'banking svstt'nr. Ilrt'st' itrcltttl-
ccl (l) injccting ('quitv t() rrc,rpil.rliz(' st.r tr-()!v n('(l
t,anks; (2) contPelling [.,atrks to arloPt intcrtr.rtiotr.rl
stanclarrls rvhen classifving Nl'l.s; (3) rctltririrtg
banks to m.rkt'Ir.rns ()n (l c()r'r'u)l('rci.rl basis; (l) ior-
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birltling Ire.rl llo\'('nlll(.nts t() illl('rl('rr \\,ith tltc
It'ntling rlt.eisiott of l.ranks; (5) crcation ()l l()rrr Asst't
N'tnr'r.lll(,nre nt ('orpor.rtions (A\l('s) to t.tkt' ovt'r
.rrtl litltriclatc tlrc Nl'l.s trorrr tlrt."13ig []our" st.rtc-
rru'nt,rl b.rnLs; .rncl 1tr1 Llr,Lrt trr t'qrritl srvaps.

.thc 
A\1(-s irr ('lrin.r arc l.rrgt.lr [r.rst'el rrn the Il IC

nror.lt,l rrrer't's'trrllr rnt'cl in lh(' Ll.S.. lhe\' .tre g()\'-
crnnrenl-5p()r'r\()r'r'tl .tgencir'r \\'ith linlit('(l liic ( l ()-

\ (.nr). CIrinJ'\ l(rtrr ..\\l(-s art, rt'sponsi[rlt' trrr tht'
rlisP115.11 oi .rpprorinr.rtt,lr l..l trillion-l{\lll
(USSI(r9 billion) irr Nl'l s inlt'etetl into thcr]r iron]
thc forrr St.tlt' e()nlnrcrci.rl lranks. \l'l.s in thc four
r\NlCs consist largt,lr ,ri (orP()r.ltc kr.rrrs to S()['.s.
r\nronF tht':t', it is t'stinr.rtt'rl th.tt .rrrrtrnrl f5",, to
Jt)",,.trc rcal (,\t.ll(' l(). 't\. ()trtsirlc of thc r\\1Cs,
.rnothcr 522() billiort in Nl'l.s .trt. t'stirnatt'cl to be
ht'ltl try otht.r [-anks. llris Iigrrrr.'r'reltrtlcs [r.rtl lo.tn
hoklings bv Iargc S()Ls, instrr.lnec c()r'np.lni('\, .tnd
norr-[T.rrrk firraneial inst itu t ir rns.

(-irrtla, tht' [irst AM( irr ('hina, rvas t'stablishetl irr
Al,ril, l()9(), .r[tcr lht' State (otrncil! clccisirlr to
('x[]erinrenl r.vitlr tlrc rlispos.tl oI Nl'1.s. (-incla
rcct'ivt'ri 373 billion-llMll (lrrrok valut') ,rs.r Iunrp
sunr tirr.rlrci.rl .r\s('t tr.rns[e[ [ronr thc Cl.rin.r
C()rlstrlrcti()n Il.rnk anrl th(, St.tt(, I)t.r't'krprrttnt
B.rrrk. Most ()f lh('s(,.ls\(,ls \\'('rc in lltt fornt of kr.rns
kr kcv c.rpit.rl e(n'rslnt(.li()lt pr()ir'cls.utd l.trg(' scalr
st.rtr-()\\'ned enl(.[pri:,r's, \'itlr 2l)3.S billion ItNlB
c()nc(.nlrit('d irr l,t)50 t'ntt'rlrrist's. ( inrla's .tsscts
\\'ert .rlso l.rrgt'lr eoItet.ntr.rtt,tl in [r.rsic irrcltrstrics,
among rvhich l(,.1",, (61.1 trillion It\lll) lr'rt,in tlrt'
rrrcrgr inclustrr', I:1.1",, (i(] [rillion li\11]) in rcal
r'statc, (r.2",, (23.; billion Il\lli) in thc nret.r llu rgic.rl
intlustrr; arrtl i.-1",, (l().5 t)illi()n I.l\l13) in thc con-
structi()r'r nlnt('ri.ll r)(lu\tr\'. Lrr.rns in tht'ar:rotrnt of
sonre l{-l [.rillion li\ll] (+().S",,) \\'r'rc c()r'r.et'ttr.ttrd irl
thc ticvcloPcrl Iiaslr.'rn rt'gir rrr.

-li'chnieallt', ('intl.r .rssrrrrrt.tl orrlr, tlr.tt P()rtion ()t
NI'l-s rvlriclr ltarl ['r,r'n inetrrrt,tl Prior t() l()9{). N[)l-s
ittcurrt'rl .ltt('r l(X)() stavetl on tltc (-hirr.t
(lonstrtrction ll.rnl's [r.rlarrct. slrt't,t artrl \\'crt c.lt('-
grrrizr'rl .ts rt'ttltr ol llrt, I,,rrrk'r,r\\n nl\ntrtntill\,-
ntent .tltd Itot tht' rr,,irtll ()l g()\'enr)rcr'rt p()liCiCS.

I -o.tlts rlcenrctl i rrt'cr rvcra[-rlt' ( i.t,. rt'eognizerl kr.rn
losst's) r't,rt. .rls() not tr.)nst('rrt'ri to Cirtrla inste.rrl,
thcy rvt'rt'tvritt('11 ()lI bv tlre g( )\'r'rr] nl('r'r t.

Follou,ing (linrla, thrrt' otltcr r\ N.l( s \\'(,r(' (,sldb-
lisherl in |9r)t). 

.l 
lrcsc nt.rt' tht' lltr.trong AM( , the

Creat \Vall AN{C'. anLl tlrt' ( hina ()ricnt AMC. lr
tcrms ()t tlrcir lt'gal stattrs, tht'hrur A\l('r art'rlhol-
lv st.rtr-orvnctl, rrrrrr-[',.rrrl Iinanr'ial institutions
trntlt'r tht' supcrvi\i()n ot tht' \lirrislrr' ()i Irin.rncc
(\1L)l:) anti thc I'l'l()('. l:ach rrl thcnr hatllhas rt'gis-
tcrcd cnpitJl ol Il\lll l() billron (appror inr.r tt,ll
USSl.2 billion) .rnd \\.)\/i\ Llirr'ttlv trrnLlt'rl [rr,'thc
\l()l . Irr l{ll)ll. t lin.ltr(i'tlrr. 1.q11111.1.,, t tlrt,,,)n'r-
mcrci.rl b.Irk\' .tsst'ts tlr.rt ha,.1 [rt,r'n tr.)n\l('rr(,(l t(l
thent, c.rch A\lC i:sut.tl tcll \ trrr b()n(l\, gu.rr.u'l
tcccl [rr the \1()l], to tht'ir r(.\p('(ti\("'[r.rrllt('r" ilt
the Big Irour. ('inrla ptrreh.rsetl .rsscls r'.rltrr.tl .rt
R\ltl -175 t.rillirrn; thc (lrc.rt \\,rll prrrch.\r.(1 Ii\1ll
3-15 billiorr in asscts; ('hin.r ()rit'nt na(luired.rsscts
\'.rlucd .rt ItNllJ 261 [.rillion; .urcl lluarong [rrrtrght
.rsscts \'.rlr.rcd at IlNllJ -107 billion.

Untlcr .rpplicablt' l.rrr,, tlrt, [rrrrr r\M( s arr' .rrrthor-
ize,.l to dc.rl rvith .rll thrt.t' tr,[.rrs oi asst'ts: tlt'trt,
cquit\'.lnd r('.rl pr()pert\'. llv l.rr tlrt, largt,sl propor-
tion oi thr AMC assels nr(' (r)nt[]ris('(l ()f un(\nt,
verte(l (lcbt in thc fornr ol NI'1.s. Mosl of tltt'sc
NI)Ls .rlc unsecrrred. n con)p.tr.tti\,('lv sntall l,ro-
portion oi thc tlcbl rrou, l'rcltl bt' tlrt' AM('s is
securerl bv phvsieal collatt'r',tl or Plctlgl'5.'1 11.'..,1111-

tv oI S()Es that tlrc AN'l('s hokl is llrt' rt.srrlt of r.lt'trt-
to-etluitv sn'.rps.

tl) luh 2()02, CIrirr.r's iorrr n\set - nt.I l.tll| nl(.n t e()nt-
p.lnics (AN'lCs ) harl tl islrtrsccl oi ] 10.3(r trillion I(Nlll
(US525.1 billion) in n()npr,r[( )rn] ilrll lrr.rrrs (NI'l.s)
.rnrl rccovcrt'tl -li.{i billirrn Ii\llJ (US55.5 [rillion) in
c.lsh. The rccot crctl c.rsh .tccorrltlcrl [or 2l.tr Pr'1-
ctnt ()t tht: t.rct' r.rlut'oi tht' \l'l s tlt.lt \\'('r('(li\-
Poscrl. \\'ithin sliglrth nrort, th.tn l\\1) \'t'.rrs silrcc
ilrc ti'trr A\l( r rrt.rt'ti*l.rt li.lrt.tl Ilrr.rr,,rrg h,rs rlir
poscd ()f .ll'i.S5 billion ItNIII (U551.7 billi()n) in
\l)Ls arrtl r('c()\'rrc(l ll.-ll(, Lrillirrn IiNlll (USSl.5
billion; irr cnsh (:ll ()l'i",,) ('lrin.r (irt..rt \\'.rll lra. rli.
poscd ()f 76.()-l billirrn IiNIII (US59.l billion) irr
\['l-s arrd rc.overcr.l (r.6 [rilliorr Ii\,ll] (USS793.-l
nlilli(m) irr cnsh (l'.(,+",,). ('hina ()rit.nt has tiispost,ri
of 31.96 billion ltN4ll (US$,3.9 billion) in NI'l.s .rrrtl
rccovcretl 7.ll billion ItNlli (US$l'it)5.2 nrillion)
c.rsh, .rcc()untinll (23.19",,). ( hin.r ( inrl.r has rlis-
posed oi 63.5 billion Il\41] (U557.7 billion) in NI'l.s
and recovcrccl lc).0-l billion IiNll) (US$2.3 billion) irr
cnsh (29.9fi",,).
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.,\ltrncting tort'igrr r'.rPital kr hclp rt'srrlvc Chin.r's
\l'l-s .rncl r.rise thr rec()\'crv r.rtt's has l-trcontr: .r

principlc a[jcctivt' ()l thc g()\'crnn]('nt. l;ollorving
thc successfrrl t'xpt.rit'rrcc of the ll l( in .ructioning
ofi NPL asscts in thc Unitt,cl SLlt('s, ('lrir1.r l Irr.rror.tg
.\NiC c.rrricrl out thc iirst .rtrction lo iorcigrr
invcst()rs in \ovt'nr[rt'r 2()() 1. l ht' eor cr \t( )r\' ()f th('
I:t'[.rru.r rt 2()()2 ccl i tir lr ( )i I /rr{).\ 1( )/rr']i .\ lrr.trl:/ ll( \\'.1\
tl)(' iirst k) oflcr.ur in-r'lcptlr rrporl ()n lhc .ructiort

[rn)e('ss .rnd to rlisctrss thc opirrirrrts of tlrt' r.rriotts
forcign investors .rrrrl govcrnnrt'nl offici.r ls rcg.rrtl-
ing thc r,.rlrrc of tht'Nl)[-s being arrr'tionetl. As the
articlc 1'rointr rrtrl, tht'pricing rri lltt'st' rton-[rt'r-
hrrnring .rsscts is t'rtr.rortlin.rrilr dillieult. ln f.rct,
tl'r(,r('.trc s() nlrurv Lrnkn()tlns tlrat a rtrrntbt'r of thc
p.lrtics in\'()lvc(i c()nsidL'r thc aririlalrlt'Jsscts t() bc
u'rrrtl'tless: "l\i' ri r'r/ lltL' norntrtl anl{'/r/r i ' ris('(rs('
it,ltrc lutt it't irr:t t'rtrrlLltt'I crltrltrrlr'tr i'rr/rrr'. " Ihcre .rrc
olhcrs, horvevt'r, n'htr still think tht'dssets (rru
ir'r \'('\tnren t-\\'( )rlh\.

.,\nrong tlrc rlirt,rgr'nt opinions, thcrr' rt'nt.tins .r

silrglt, conscnsrr. that thc involrt'nrt'ttt of forcign
ir'rvcst()rs rvill hclp ('ltina kr sPrcl 11P the tlisPos.rl

lrroccss ancl inrprovt'its ratc oi recol't'r\'.rs n]c.ls-
trrcrl trv thc r.rtio oi s.rlrs proccctls l() ()utsl.rnclin8

1.rrinci1'ral balanet' (()l'B). Tlru eslirrratcrl rccovcr'\'
r.rtc tor tlrc Iltr.rrong .ructi(nr \\'i]s abotrt 22",,,
aecortiing to an insirlcr foreigrr iirrancial aciviser.
I lris figtrrc is rluch highcr th.rn tlrr, .rvrr.rgc c\ist-
ing recovcrt' r.rtt' rrntlcr the p1(,5t.111 bankrtrptcv
l.t$. {['rr tl].)n ll)",,). Ihr l.lr$('l r'(\(,\(.r\ r'.ltc li)r
thc lotrr AMCs has [,een sct.t 3{)",, oi the total
r'.rlrre of .rll ()l tlrr'()utst.rnding Io.rns that lr.rve bcrn
talen fronr China'. iour nr.rjor conrnrt'rr'i.rI [.r.rnks.

PART III: FACTORS AFFECTINC FOREICN
INVESTOR'S PERCEPTIONS OF UNCER-
TAINTY ABOUT CHINA'S NPL MARKET
\\ hilc thc bitls [.rt, fort,igrr invcst()rs in llrt' iirst atrc-
tion for NPI-s [.r' ( hina [1u.rrong ANI(' rr crc high-
t'r than tht'otht'r crrrrt'rrt rLrc()\'erv r.rt('\, th('\ \\('r('
still bclorl thr.' targt.t rcc()\'erv r.rtc sr.l [.r'the gor'-
crrrrncnt. TIrc lt,tr [rriaillg \\.rs l.rrgt'lr cluc to tht'
pr('scr-lcc ()l r'r'l.lnv Irr.rns lrv SC)l--s. Ulre('rt.rintv rcl.]t-
ing to rvhcthcr fort,igrr investors rlill lre atrlc to gct
eontrol of tht' undt'rlvinl; ass('ts ()l' tlrt' S()l:s. anrl
tlrt' r'.rluc of tlrtrst' .rsscts if .rtrtl rllrt'n thct' clo str,

h.rvc c.ruscrl tht' iort'ign invrstors t() givc littlr
r,rluc to thc S()l.- .rssets.

\\'lrik' China lr.rr t.rkcrr .r nunr[](,r ()l ( ritical stcps trr
r.lc.rl l'ith its NI'l problcnr, nr.rnv oI thr'rules.rn,.l
rcglrl.rtions nr'e(,s\Jrv to resolvc lhc NI'l-s.rrc jrrst
nox,treing p.rsserl. AIthouglr the opPortunities arc
(,n()rm()us, [ort'iglt inyestors h,rvt' tlenronstratt,rl
consitlcr.r[,le rt']rrct.rncr to Plu111i(' into Chin.r's
\ I'l - nr.rrkt't. I his rt'luet.rnct' rt'f lt'cts tht' unccrt.rirl
tv th.rt irrvcstors h.rvc.rbout thcir.rbilitv trr rcsolvc
\l'l-s, convcrt tht'rn to c.rslt,.ind r(,p.rtri.rtr the pr()-
et't'ris in a tinrt'lv rrr.rnncr. 

-fhc speg{ rvith rvhiclr
irr v(.stors c.rn .rcconr Pl ish tl-te v.r riotrs stcps 11g('g:i-

s.rrv t() t.rk(, control o[.rssL'ts use(l as tollateral for
NI'l-s dircctlv nlfr'(ts their tlillingtrt'ss t() p.rv n1()re

nroncv t()r the Nl'l.s .r princip.rl otrjcctive of tlrc
('hinese gorcrrrrrrt'rrt,.rntl a ncct'ss.r rt' t oncl ition [or
rcrlucirrg tht, lossr's.rssociatecl l ith Nl'1.s.

I'lrt'rt' arc thret' [rlo.rcl .rrca]s that.rit('ct illvcstors'
ulrccrt.rintY anrl rt'luctance to 1.rltr11g(' 1. th.
('hirresc N I'l. rrrarlt't:

r\. I)olitic,rl .rntl soci.rl rlill kr get tht' jo[.r tlone

13. l-cg.rl environ nren t

C. lrrcclrtion

Ii'Irrv wc.rsscss liltrcn tliffcrcnl f.rct()rs th.rt must
[.rt,irr placc ii ('lrina is to succccrl in .rttr.rcting \il]-
nilic.rnt torcigr'r invcstnlcnt in NI'l-s at priccs.rntl
rr'c()\'erv r.rtes tlr.rt thcv l.tope kr aehicve.

A. Political and social will to get the job done

\rtlitr/lrtl /r'i'r'/. Iht,rc is gcnt'ral ntrccrncnt th.1t
(-hin.r's lt'.rtlt'rs h.r vc bccn .rggrt'ssivc ir.r t.rckling
thc neetl to p1,1f1vy,1, nr.rjor finarreial rcstructur-
irrg. Urrrlt'r I'rinrr' N{inistcr ZIrtr l{orrg li (1992-
prcsent), thc F()\'crnnrcnt reeognizctl the NPL
pr()blcnr b('f()rc it lrccame .r nr.tjor crisis.] Tht
ll()\'crnnrcnt h.rs rlcnronstr.rted its c()nrmitment
to ch.rrge [.rr'('s1.r[rlishing tht'r\Nl('s ant] [.rv lr.rr'-
in$ the l()rlr nr.rj()r st.ltc-()\\'nr'tl [,anks sell lo.rns
trr tlrcnr. -lht'r' p.rs\cd rulos th.rt t.reklctl frrnrla-
nrcnt.rl issrrcs strch .rs letting hrrcigncrs orvn
le.rseholtl intcrrsts .rnrl rcp.lt rint(' thei r capitll.
So f.rr, tht, cr.'ntr.rl governnrer.rt's rvill kr get the
job clonc \('('nrs t() have bt't'n strong.

:. L(r.rr1 Lr'i'( /. \\'hilc (-hin.r h.rs tlortc tlrc structur.rl
rvork to sct up th(.i\MCs, it is trnclc.rr u'l.tethcr
tlrcv Ir.rvc thc p()litic.rl .rnd s()eirl rvill to puslr
rlc.rls throrrgh th('svstcm. 1'lrt, prolrlcm is that
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p()litics .rre \'('r\, loc.rl, .rnd thr. r.rti()n.rl g()\'cnr-
D]cnt h.rs ICss .trrtlroritY th.lIr n]()st r\rncrjc.trts
.lssume t() conmr.rntl klc.rl Politici.rns kr c.rrrt,
out their p()lici(,s. Whilc the n.rtiorr.rl govern-
rncnt h.rs tlt'rnonstr.rtccl its rvill to gt,t tl.re lolr
clor.te, it has nol [recn Provcn \'(.t rvhcthcr thcv
rvill [.rc a[.rl(' to irrrcc krc.'rl p()liti( i.)rr\ t() g() .rl()ng
tyith the harrl tlt'cisiorrs th.rt nrust [.c nraclc. \\'ill
Lrcal politieians, for cr.rmplc, .rllorr' forrignrrs to
t.rkc over .rncl clost' clottn loc.tl f.tclorics, pttttirrg
a Iot o[ 1.rco1.rl1' rvhrr suplrortetl thc loc.]l p.rrtv
officials out of r* rrk?

3. \,'il i,'rair'r'slri,1,. I ht' other big politic.rl unkn()\\'r'l
is rlh.rt tht' nt,rv le.rrlcrship uill do. \\'ill thcv
t,lk(' tlrc \nnr(' ,rggrcssive sl.ure(' in ss1pp1r1[ 1rf

f irr.rncial reiornr .rs tlrc prt"''ious lt'arlt'rship clirl,
or rvill thev borv lo Pressurcs as in l.rp.rn to go
nrorc slorr,lv rvith firr.rnci.rl rcstnrctrlring?

-1. S,,t-irll scctl'llv. I:tur of social upl'r('n\'.ll m.1kc
CIrin.r's national ll( )\'L'rn nlcn t .r nrlrir,'.r lcrr t .rborrt
gir ing frrrt'igrr irrvcstr.rrs frrll rt'ign t() t.lkc .1cti(n'l
ag.rinst S()lis th.lt nr.rv c.rust'pt'oplt'to losc thcir
jobs. SOI'.s ha"'t'1',ro"'itlt'tl nt.tttv nspects of s()ciitl
sccuritri incltrrling lrousing, .rnrl etluc.rtion for
rvrrrkers .rntl tht'ir f.tnrilies. As S()lrs drc restrulc-
trrrctl or clrsetl, tlrc social st.rviet's th.rt thcr'1-rro-
viclccl nrtrst bt'rt,[rIaectl br'.r [,ro.r,.1er s()ci.ll secu-
ritv svstenl th.lt hns vct kr l.rr.' lullv clevcloprtl.
Thc absencc o[ .t s.rictl' I]et in.r('.rsr's in\,('sk)r
conccrns tlr.rt thc political rvill to gct tlrc job rlone
u'ill f.rclc quicklv if forcckrsurt's [rt' [oreigncrs
lc.rrl to cvcn hints of soci.rl rrrrrt'st.

B. Legal environment
In oruier for.r rn.rrLet in NPLs to tlorrrish, thc lcg.rl
lramcrvork mtrsl provitle for fort'closurc, orderlv
Irankruptcv resoltrtion, cstablisht'ci crt'clitor rigl.rts,
ancl olvncrshipr rights for forriglr invt.stors.

5. F(),1r-/()sr11' /rrir'.. Il.tr: foreclosrrrc Iar!s in Chin.r
.rrc simil.rr t() th()sc in thc Unitcr.l St.rtcs. They

Il\(' (r('(llt,,r\ all tltr' [.,rtrt'r. tltt r tttrrl tr, f,'rri-
clr.lsc on tlcl-rtrrrs f()r n()n-piynlcnt oi lo.rns.rnrl to
go after tlrt.ir asst'ts. Creditor.rre .rllolvetl unrler
thc larv to (i) institute civil l.rrrrr't't,tlings.rntl
cnf orccnrt'rrt .rg,r i rrst the rlctrhrr ancl/or gu.rr.rrr-
tor.rncl tlreir asscts; (ii) rc.rlirc the r'.rluc of col-
later.rl tlrrotr gh \.rlr .1t .ructi()r't ( )r .l$rc(,n1ent ()r

[.rv transitr oi t]rt'crtditors'rights; liii) rcalizc
crcclitors' rights tlrr()ugh nt'goti.rtion rvitl.r
tlcbtors arrrl gu.rr.)r.rt()rs to restruatur(, tho c'r.rtt'r-

prisc, (i\') t() pctition ior [.r.rnkrtrptct of tht
tlcbtor or gu.)r.rnt()r; .rntl 1r'; to B() t() c()rlrt t()
forcclost' rvhert' no .tgrcentcnt is reachetl
bctrvecn tht'cretlitor .rncl rlt'l.rtors. I'he court rr,,ill
tlcciclu rvht'tlrt'r tlrc mortg.rgerl [rr()]rerty will b('
.rrrctioncrl or soltl.

6. Iirr/rlflil)laV /rrii':. IJ.rnkruPtct l.tws.rlso oPer.rtt' irr
.r sinril.rr nr.ulnrr t() thosc in tht'Urritctl St.rtes,
[.roth for private enterpriscs anrl SOlis. Upon
pctiti()n t()r tr.rnkruPtcy, rvhich m.r\' [rc initiatcrl
bv the crcciilor, thc rlebtor is rctluircr.l k) submit
.r pl.rn of r(\)rg.rllir.rti()n .rftcr (ht'ert'clitors .tntl
the court havt'apF11r1'gd thc pl.rn ()t rcorg.rniz.r-
tion. I lrc S()li has up t() t\\'() \'(,nr\ t() completc
thc re()rg.rni/.rtion, rvhich c.ur lrc tcrminatr:cl [.rl
c()urt ()r(l('r s(x)n('r if tl.ro clcbtor's financial situ.r-
ti()n dctcri()r.rtcs or if hc fails to impL:mcnt tlrc
scttlcmcnt pl.u].

7. (^rtditor liq/r/s. I'rirrritv of crt'rl itors- righ ts .rrt'
rvell-cst.r[.rlislrcr'1. I'rotcction oI st'cu rcci cretl itors
.rnci p.lvnrcnl of licns is cniorcctl in thc orclcr in
rvhich tl.rr' lo.uts tlorc rcgistt'rerl. Collatcr.rl
incluclcs lanrl-use rights, btriltlings, nrachinerv
.rnd crluipnrent,.rncl tr.r ns[.rort.r t ion vehiclcs.
M,'rttrl.('\ r'l .rll tlrr'.r' lirrm*,rt [rr()l](,rly nr(. p('r
missibk' untlt'r I'l{C Securitv Larr'. The four
st.rtc-o\\'nc(l [ranks h.Ic lrcen activelV uorking
thcir NI'l- |rortiolios to rcsolve .rs nr.rnv lo.rns.rs
prossiblc. I;ort'ckrsu rc antl [r.rnkru [.rtcr' l.trr s antl
pr()cesses.rs rvell .rs creditor's rights soom k) bc
functionirrg in a sinrilar m.rnncr t() thosc in tlrc
Unitcd St.ltcs,.rltlrotrgh thcv havc 11()t been test-
cd vet Lrv frrrci8n investors.

li. frrn'itrr irri'r':lrl ri{/rfs Lntd t)'i!,nt't ilt ilt. r\ll privah'
propertv orlncrsl.tipr is in thc fornr of lcaseholtl
intorcsts r.rngilrll from 50 to 70 vears clt'pencling
on tlrc lantl ttst'. Forr:ign irtvcstors .rre able t()
.rssrrmc thc le.rscholcl riglrts orr pr()pcrt\1 Mor('
complic.rtetl .r r(' rcstrictions on forcign orlncr-
ship in certain int'lustrir:s inclutiing financi.rl
institutions. A cornl.rlex sct oi Irg.rl cntities.rnd
spocidl j()int \'('rltrlros has lrt't'n t'stablishecl to
rleal u,ith servicinl; issues on th(' M()rg.rn Stanlcv
consortiullr that purch.rsetl thc first China
lluarong portiolitr. Thcv lr.rrt, ('stablishetl thc
first forcign-orlrrccl intlepcntlent comp.rnv ior
holcling .rrrri st'n icing thc NI'l-s for thcir clisl'r>
sition ('t'.rng, 2()()21. Ilt'ct'iving g()\'ernmcnt
.rppror'.rls l()r thcsc unirlr.rt. arrangcnlonts h.1s

Lrken nruch m()re timo th.rn origirralIr'.lnticipnt-
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(.(l, but such.r[)]rrovals nrr'n()w in pl.rcc, opclrilllj
tht'u'.rv for sinril.rr;rrangt,ments lrv othcr prrr-
ch.rscrs in th(, hltrlre.

C. Execution
The third arc.r, crecution, present\ lhe grentr\l
uncert.rin t\' for \, I'l - rr'soltrtir)n bL,c.rus(' tlrcrc si rn-
plr Iras not l.rct'n ('n()uglr ('\ptricncc vt't in China to
scc if tht.proccss ol N[)[- resolution rvill go smtxrth-
lr'. Sortre are.ls nre cle.irer th.rn otlrcrs ir-r ternts rrf
h.rling rtrlcs in pl.1cg aa lcstttl. For \pJCr rcis()ns,
tl.rt'Iist l.rckrrr ('nrplr.rsi/c\ onlv thc highlights.

9. Corrrl ottbrL'tnr'rrf. C()Lrrt eni()rccnr('nt is thc rrlti-
nl.rt(' \\'cap()r'r th.rt inrcstors h.rvt' lo forcc [ror-
r()\\'r'r:i t() p.r) rr[, or )r.rntl ovcr coll.rtcr.rl tltrieklr'.

orv local crrurts rvill trent f()rcillrr irtvtstors.rs
tlr('\' .rttempt to t'rr,'rcist' tlrcir crt'clitor rigl.rts is

unl(,sted. \\'ill Ioc.rl aourts eniorcc the l.rrvs
regartling torr'closrrrc anti blnkrulrtct ? Thc r'.rst
nr.rjoritv of borrox.ers.rrc SOEs or j()int \.entrrres
rvith SOEs. \!ill the cor.rrts t'rrforce l.rl s th.rt L'.rtl
to closrrre oI Irc.rl f.rctorics, cspcciallv rlhcrt,tlrt,
g('r]('r.11 m.ln.lge r of tlrc iacton nrar' [,e relrte,.l to
thc jtrilgc? (irnsiclcrat.rlt' unccrt.lintv surrotrnds
th(' interprctirti()n of lcgal pr()acsscs .rnrl Irorv
Ioc.rl courts l'ill bclr.rvt'. Although tht' ccntr,rl

ll()\'crnmcnt suPP()rts cnforccnrcnt oi the l.ttr,s,
prolilic.rl porvt'r is mort, ticccntralizcd than rvest-
r nr(,rs e xpcct. I hus, cVe rr thouglr str()l'rlI n.rti()r'l
.rl 1-ryg551,r" for courts to cnforcc tht'larls m.rr'lre
pr('scnt, n() ottt' knotvs Irory Ltc.rl crrurts rlill
r('sp()nd.

10. l.r';'r'/ ()l fi1'. l() fr.r7l5/i',. rr5sr'ls. lt is unclear
n'hcther urrp.ritl Lrr.cs follorr' .r pr()pcrt\' ()r
stiek with the inrlividual u,lro solcl it. I)o
unp.rid t.r\r's lrccome .rrr oblig.rtion of thc ncrl
[.rut cr? \\'ht'n ()ne bu\'s [rr()pcrt\; rlh.rt shoultl
[ritlclcrs .tssu mt, nbou t th('st obli gat ions?

11.l.nid tttf u4tlortcc linbililv. ls thr nt,rr'()\\'ncr srrb-

it'c[ to.r conr[.ranr"s liabilitv for cnr[.rlovtes rlhrr
h.rvc been l.rir'l off? ln PrinciplL', tlrr' .rns\\'('r i\
"r,t,s." Wlrt,n S()Es ceasc oper.rti()ns, thev h.rve
oblig.rtions t() conlpclrs.rt!' laicl-o[i enrpkryct,..
\\'hether or not \l'l- [,uvt'rs u'ho bcconrc tlrt'
It,.ttelroltlt,rs of p-rp1rpq.111' nlust .lssun)e tlrr.sc
obligatior.rs is.l n1.rtt('r oI ncgotiation betlvt't'n
thc SOE.rnd tlrc cru(lil()r (NPl- bLrver). It tht,
cr('dit()r mrrst .tsstrrlc tltc ()lrliF.rti()n, it i\
trnlikeh'th.rt he/she rvill \\'.rnt t() t.rkc ()\'cr tlr(.
coll.rtt'ral. In manv cases, the price to settlc

laicl off t,nrplLrvu, Iiabilitv claims is dctcr-
rnirt.t[,le in .r({\'.r]((' .rrrLl tlru\ [r(,((,me\ J lJ(t()r
irr r'.rluirrg the NI'1.s.

l-1. l rripl-,r1,/,' lrr.'\' rrlfu s. I hr' govt'rnnrcnt h.rs est.rb-
lisl.tscl Ilrrsiness I)cvt'loPmtnt Areas (BDAs,
similar to entcrpris('zoncs) suclr as I)trclong in
Shanghai th.rt offer ioreign cornp.rnics l.r\'()r-
.rble tn\ r.ltes. If tlrc cLrmf.ranics .rre \(,1 rrp in
UDAs, thcr' .rrc t.ntitlccl to thc tar lrt.rrt'fits
givcr.t to the BDA. ln aclditiorl, c()mp.lnics sct
tup [1'11,1.';*r', invcst()rs ir.r ('lrirr.r to r]is]rosc of
NPI-s.rre strbitct to t.rres untlcr the crrrr('nt t.t\
structur('. Horvt'r't'r, it is Ittlt knorvn t'et
rvlrr'llrt'r llrt'r u ill I,t't'rt'mI,ttrl Ir,,m tlr., [.Lisi-
ncss tn\ lh.1t firrarrci.rl institulions n()\\' [r.\'.
TIrc conrlrirr.rtion crrtrlcl rct]trce t.r\cs fr()nr 33",,
to 15",,, signific.rntlv bo()sting rr:turns to i()r-
cign in vcstors

l{. 1)r'rrcr':rir11 lirrrt'. lnvt,stors pricc .rsscts bast.cl on
the tinrc it t.rkes thcm t() $ct their h.rnr.ls on
.rssets. IJrrycrs of NI'l-s h.rve vet to go tlrrough
the 1.rr111-1'55 of scizing antl gettirrg conlrol of
.rsscts. /\s nrcntiorrt'tl .rbor,'e, the' pr()ce\sing
time rlt,pcncls he.rvilv on the .rttituclcs ot local
courts. Sonre citit.s like Sh.rngh.ri havc nrorc
conrmt'rei.tllv ttricrrteci cotrrt svstt'nts. lVhat
rvill h.r1,1't'r1 in other.rrcas?

15. LrDrrl risr' rl,trts. I Ir(' ()ptior.r t() conve'rt to .rr.rotlr-
cr l.rntl usc pnrvirlcs the N I'1 . scn'iccr .r "big
stick" to gct sonrething ()trt ()f :icttl('nrcnt.
(lnvt'stors in most c.rscs clon't \t'.1nt t() gct .r f.rc-
krrv tr.rck.) In ortlcr t()r in\,(,st()rs to rlo.rnv-
tlring other thnn ll'rc current l.rnd ust' rvith
propcrtv tlrcv actluirc throtrgh lo.rn r!'solution,
tlrc prrrlrqrll' must h.rvc a \'rrr,/ ltd lmd trsr' ritltt.
Manv S()lls have rtlirrr'rtfi'ri /rlrrl rrsr'rir,llls rvl.tich
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12. /lr1lltrirrIiott Ltf L'rryiIrrl. I'rcviousl\,, Clrinese larv
rctluiretl forcign invcstors t() c()nrlllctc .r tr.rns-
.'tction in ortlcr to rcp.rtrint(' c.rpital. \PI-
invest()rs \\'.rnt t() rcpntri.rtc ca[rital as c.rch kr.rn
is rcsolvcti in orclr:r to L.rrxrst irrterim c.rsh fkrws
antl llllls on thcir invcstctl c.rpit.rl. A
Nor t'nrt.rt'r 2002 appror'.rl bv thc \'linistrv of
Ijorcign l r.rde .rnri Econonric Coopcr.rtion
(MOI- lllc) givcs invcstors the right t() r('[r.rtri-
.rtc c.rpitnl (net cash flon' .rltcr profit t.r\) as
Io.rns .r rt, rtsolvcrl ralher tlrarr l.riting untiI thc
cntirr tr.urs.rcti()n lirr.r gi"t.n kr.rn prortfrrlio is
conrpletetl (Yang, 20()2).



nrust be c()nvrrtcrl to grrrrrfcrl /rirrrl risi' r'lqli lry
pnYrncnt o[.t ctrnvr,rsiol] ft,t' to thc Iocal
.ruth()rit\' ()l .rppr()\inr.rtclr' 2()--1()",, ot tht'
Ic.rstholrl \.llut' (present r'.rlut' ot 5(l-7{) \'c.rr
It'asc).' 'I'hc 

l.rroccssing tinre antl .rctu.rl [c(. li)r
nraking this convcrsion h.rs nol bccn tt.str'rl
arrtl is liLt.ly kr tliffer [.rctrvct'n irrristlictions.
I lrc nct,cl lo p.rv I.righ aorrvcrsion [t,cs rvill lt'avc
Iittle lo.rr recoverv r'.rItrc to nr.rrn' coll.rtt'r.rI-
izcd p.rropcrtics rlhere tht,mnrk(.t \'.1luc ()[ tl]r
pr()pcrtl n'itlr thc gr.rntctl l.rrrrl rrst,right is rrrrt
rru( ll llrFllrr tll.)rl tlr( ( r)r1\ r'r'i,,n l('( .

Tht' lt'gisl.rtion tlrat u ill allorv thc nrarLct in ('lrin.r
to clt'r'clopr as rapidlv as tlr('t' rlesirt' is just norl
trcing p.rssctl. lhc St.rtr' ('ouncil is rvorking on .r

\'.lrictv of rcgulations that ryill rncour.tge fort'illn
invt'stmcnts irr ('hina. \\'hilc bankru[.rtl' .r.ttl forc-
clostrrc larvs to t'rrforct' erctlitor riglrts have [rt't,r'r

cstablisherl, Westerners havc vct l() {.'xpcri('ncc
rvht'thcr or not Irc.rl cotrrts rvill cnforct'thc larvs.
Critic.rl regtrlations rvith rr'spcct t() rcp.rtri.rti()n ()[
forcign cal.rit.rl ancl setting up f()reitn investnrent
ent('rprises to rvork olr NI'l-s tlrrough joint vt'rr
trlres \\'ith tht'AMCs lracl just tret.n p.rsserl .rt thc
rn(l ()f l(X12.

'Ihc expl.rn.rtion for the svstenr's slorvncss to
ch.rrrge lies in thc f.rct thJt tho g()\'crnment is lroth
.r tlcbtor (in its c.rp.rcit\' .rs thc ol nt,r of SOEs) antl
.r ert,rlitor (in its c..tpaeitr' .rs tl'tc ouncr of sl.rlt'
ban ks). I ts ;11[.ri gtrous f inancial 1.rosi tiorr has err.ir t

t'tl .r 1rl.'tlr,'r.r rrl rrrnllittirrI r'(1)n r)ri( ittrcnlirt''.

Furtht,rmore, lrr.,c.ruse oI thc social arrtl politieal
disruPtion thal rvorrlcl rcstrlt fronr "ovcrlv.rggrcs-
si\'("' rcstructrlring .rrrtl tht, lirltritl.rtiorr of nrori-
[',rrnri SOEs, it is harrl to get i\\ICs t().1cccpt siFnil-
icarrt cliscounts on the [.rrrrk \'.]lLres ()f tlroir NI'1.s,
;rlthouglr thcrt' .r rr' sigrrs tlris is cl.r.rrrging.

At thc prt'st'trt timt', tltcrc is.rctivc tlisagrcenrcnt in
the Ch i nt'st' govcrn nrent .rncl i n tht' .rc.rclt'rl ie cont-
n)unit\'()\'cr thc s1'rq'1'11 .rnrl nrctltrrr-ls nt.t.tlt'rl to
rt,sohc (-hin.r's NI'1.s. Srrnrt' .lrg!r(' th.tt since tltc
rcsolution of NPl.s is.rssoci.rlt'rl x,ith thc st.r[rilitv
ol SOI'-s .rrrti cnrpl()\'rrr('nt ratt's, thc ll()\ (,ntntcnt
anrl its rcgrrl.rtors shtrtrlrl bc rr.rrt'of o[rt'r'rin$ con-
rltrits [or pri\'.lte \('cl()r irtvrstors, cithcr rlorlcstiL'
or forcign. ()n thc othe r h.rncl, this.rpp.r.trt'nl [.lilure
to acltlress Chir.t..t'.s NI'l.s m.rv l'ell rcsult irr .r [in.rn-
ei.rl crisis tlr.rt cotrltl lt,,rtl (.r'crr tlrt,"trig lrrLrr" kr
tr,rnkrupttr'.

Table 2
Assessment o{ lnvestor Uncertainty

level of uncertainty

Itte some cons derable

Political and social will

1 National Leve !

2 Local Leve I

3 New Leadership I

4 Social Security I

Legal Environment

5 Foreclosure Laws I

6 Bankruptcy Laws I

7 Creditor Rights I

8 Foreign nvestor Rights !

Execution

9 Court Enforcement I

10 Fees to Transfer Assets I

11 Laid-off Employee Liab lity I
'12 Repatriation of Capital !

13 Favorable Tax Rates I

14 Processing Time I

15 Land Use Rights I
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'l'lrt' issucs listr.,tl abovc nrust all [rt, resolvt'r.l if
(-lrirr.r is going to rc.rlizt'higl.rrr prict's (n'r tl'r('\.ll('
oI tht, NI)Ls t() [()rcigll ir]\'est()r\. Irr .rtlclitiorr to
these issues, bitltlcrs nrust relv on kreal p.rrtncrs lor
in [orrrr.rtion. l ht' collcct ion of rt'l iatrlt' .rrrti c]t't.r i k'tl
iniornr.rtion is tlitficult, b('c.rusc c()nt.rct \\'ith [)()r-
rorvt'rs .rnri gu.rr.rnt()rs is [rrohitritcrl .rnrl 1'trblic
souret's of ilrfonlation .rre rrot re.rtlilv av.rilatrlr.



'l.rtrlc 2 sunrrrr.rrizcs tlte fiftccrr l.tctors
abort' th.rt .rllcct in\('\t()rs' per((.ptioll\
('hint'se NI'l nt.trkct.

SUMMARY AND CONCLUSION
Clritra is prrrstrirrll . c()rrrse to rt,srrlvr, its \l'l- Prolr-
It'r'n th.rt krlLrrvs clost'lr, otrt oI tltc Unitt'rl St.rtcs'
('xp('ri(,nc(' x,ith tl.te llesolution I'rust Corpor.rtiorr.
I hev Ir.rvt. t,stablisht.ti tour Ai\ICs, rlhir'h lravt.
sirril.rr l]orvcrs.rntl rt.sponsi[riIities to thc ll IC.-l lte
A\l(-s arc in the nritlst oi ovt'rrrrmilrg d nuntbcr
hurtllcs kr lrrirrg ir.r tirrt,i$n invesltrlent to psl11'11.15,'

s()r'Ir(' ()i tlte N l'L Portiolios. l-ht' .ruction [.r' China
I lu.rr{)r'rE,\ \l( lr.r. [tr,'uFlll tlr(.r(. ('iirrrt. to.r lrt..rrl
sirtet, nran\' ()t thcnl rrlust bc rcsolvctl irt orrler to
closr'thc firsl s.rlc to tltc M()rgnr't Stanlt,r' corrsor-
tiurrr.

It is rcvt',rling in th.rt lnorc tlran half ot the abovt.
l'.rctors .rrt' .r \( )u rc(. ( )i c()nsidr'r.r[rlc unacrt.t intv f ( )r
in\r.\tr)r\ ll tlr,., ,.,rl,t.rr,'ner. ,,t tlte r,.rrlr liriergrr
bttt't'rs oI N l'l,s is ]r()sitiyc, thcp lnanv 9[ the uncer
tainlics in l.rblr'2 rlill lrc quicklv rccilrct,tl.'l'ltc long
Iist, Irorvt'r't'r, hclPs to t'xpl.rirr l'hv it Itas takcn
r,\'r,r r)n(, rr'.rr trr tlrrst, tlrr' lir'l aircli n:.rlt. I.r
( hirt.r I ltr.rronI lo lh,, ,,,r*.',,', Sl,rrr]t'r t rrrrsrrrtitrr:r
.\r ( hirr.r llrr.rr,,rr$ ' I)rt'sir.lt'rrt. \arrg, K.ri.lrt.rrg h.r.
('nlplr.rsir(,(1, hotlcvcr, thc situ.lti()n h.rs not bcerr
stntic. In [.rr't, over thc p.r51 1,1,ay thev havc bcen
t'rlre mclv at tive in arltlressing thc iunrl.rmcnt.tl
issut's tlr.rt 1111151 [.r1' 11'solreci [rt'iore signiiic.rnt [or-
t.igtr invt'strrrr,nt rl'ill occtrr.

'I hc succcss ol thc Il l( in tht' Unitctl St.rtt,s I.ringctl
prir)).tril\ ()n th(' spcr'd n'itlr rvhich \l'l-.rssets
rl't're trrorr gh t k) m.rrk('t .tntl scctrritizccl. I rtvestors
rcsponcletl cre.rtiYt'lv to tht, oPportunit\,, ..lnd
pricr'\, \\'l'ri.ll r|crt, initi.rllv lorr', rosr' tluicklr;
tlrt'rt'bv rctlrreing the l()ssos t() the govcrnntelrt. TItt.
C'hittcsc govcrnnl(,nl h.ts .tttenl|rtc'd to apply thc
k'.sons of thc I{ IC bv crc.lting tltc ANl('s to s}rcctl
tht' lo.rn rr'solrrti()n pr()ccss, antl lrt encorrraging
iorcigr.r ilrvcstrrrs to trul' tlrc NI'}l. p()rtioli()s.
\\ilrcther ()r n()t pric(,s ir.r Chir.ra rlill rist'rapicllv as
thel dicl in thc Unitetl SLrtcs r.lepcnds on rvhetht'r
lirreign irrrt'stors .lr(' Jtrle t() gr't control of NI'1.
.rsst'ts tluicklr'.rnrl to re.rlizc Irighcr reco!,erv values
tlr.rn lltt'r' (rrrr(nll\ Irr(,jr\t lr(,rn tlrr. rt'.il e.t.rlt,
asst.ts .tnrl 0tlrer col I.r tt'r.t I of tl't(, st.tt(]-()\\'t]('d entrr-
priscs.

Endnotes
I lr \l!r,lrl rr, |,ir.(l th.rl .rn\ l,N.e..r\\\,.rlr(i \ rth tlx \t)t .s,h

Ll,'r, rr.!i Nl!,rrlreg()!drrrcntr\\Lr,al ll) lrnr bonrl\ l,i.n.rblr tlr(
,\\l( \ lt, lrLr\ lh .rrs.l\ r,()nr lh. IliS li{rr \l.rtr' ,,s rx\l lr,rnk\ I h(
,^\\ Nrll l\ r,,,,rnrut.l,rrLr sh.n Il\.1.(rrrl\nr.rtt t\l.rn(l
llr(,tu i\ ri.!rr,, i(.,,1 (.rlrr.,l rrL,nr th. \l'l i(.!)lLrtr(rr L, t.r\ (iii rh,
[,rr(1. I'r(.!n].rl'l\ th. Ll,rr, r( n.. \ Lll h, nr.rl. Lrf l,\ tlrr'{o\rrn

I tr\rlli.rnr (\, rlNll. 'pulrrr)t rt r r(irrnr (!r,\\i.rf Irirli|(i.rl
li,\l ru.lulfq ll lin rtul l\, ,rn\l\ 5( h, r'l , ', c(\.nrnr.,rl.
l\\(.,r11.,,r lr l: :L\rlr .r.rl.J th.rt,rnr,r,r \,r.ur.,,unrrr,.. i,nlr
I hLn.r.]\1..1 l! t,,rr thr Ln.r, h t Iht.,\,t, nr h.rJ.r,trilrr lt.rd.r
$lr) (,)ulLl r.r \ lh. n.rlr,nr.,1r(l {rl.rr(.1)lrn(. (, rlrltrLult rd\-

I lf (.r\,\ s h, n. l,,,,rr' .rn, rrn ri !i\lt rral. th.n lir,n p ,'ntr.. .rrr
,i, l,.rnrn{,1 h\ rlr|,,tulr ,, s hr.lr 1,,.r'r,1,\ Untnt\ N, tu,r$r1rLl

.l llrL'.(!r\er-rrr ,.. rs rn (\\1r\( th. \1.!t(,\ f.rvnxrrr l(,r \,lling th.
l,r,\,h,,1(l r Ihr li, (1.\rl({r,,r u\. pr()}\,rl\ t,,lhr i.rr.Irt

riiscrrssetl
ahout thc

()l the thrt.t' t ro.rcl .rrt'.rs .tLrovc, thc lcgal t,rrvinrn-
ntt'trt is tlrt' trost tleYt'lol.rccl. l.aws r.t,ith respcct t()
sci/ir'rll pr()pert\', gcttinll contr()l of colIatt'ral, .rntl
rc.rlirillg r'.rItrt' for ,. r,.'rl itors throtrglr foreclosrrrt'
Ittrl b.tnkrttptct .r[)p(\tr k) bt'in g.rl.lcg t() suppgrf.r
favor.rblc rt.solution ol NI)Ls. ()n tlrt, strriace, tht'
s\'\l('nr supp()rts r.rrtlt'rlv lr.tnsler ()t .rssct\ ,rn(l lt.ts
trct'rr trsccl bv thc fotrr r\\.ICs to res()lve.t ltunlbcr
of NI)Ls .rlrt'.rtlr,. 'llrt' le.rrlershil, at tht' rrational
It'r t'l h.rs tlt'nronstr.tl('(l .r str()r'lll c()nlntitnt('nt polit
icallr: br.rt thcrc is still consirlcr.tt lc ut'tcrrt.tint\'
.)[i(,rrt re.l('ti,rn\.)l tlr(, lr!r'.ll l.,rr,]. I r r , r i' I , I i t i , , r r , thL'
str()nll c()mnritment ()l lhc nc\\' n.rtional lt'atlcrship
to.l(lrlrcss u'ith thc lt.trrl issrrr'\ \rrrr()LIt(ling \l)1.
rcsolrrtion rlsp('ciJll\ u'ith reslrr'ct to clrsirrE clol'n
f.retories.-tntl iolr losst's has tt't to lrc conlilrrrcel.

It i\ in th(,tlrirr.l .rft:.r, r\ecuti()r'1, tlr.rt invcstors f.tct.
th(' grc.rtrst u ne('rt.r i nl\'. I'he g()\'r.fl tn1qn t has trcen
Inoving forrrirrtl to rt.solvt'kt'r, isstrcs \\,ith rcspecl
t() rr'[r.rtri.]ti()n ()f cnpitJl .rntl t.rr r.rtcs for ioreign
bttvr.'rs. Otht,r issttcs .lcpcncl nt()rc ()r't rrh.rt h.rp-

lrcns.rt tl]e krrirl levt'l or on pnrpt'rtr,-levt'l negoti.t-
tiolts suclt .rs l.rid-()fl ('mPl()\'(,(' Ii.rbilit\,. l!hil('
tlrt.st, .rrc.rs rloultl bent'iit tr()nt \tr()ng n.ttion.tl
tlircction, (n)l\ e\pcricnce in rcsolving.ratu.rl lo.tns
is I i kclr. kr rr'rlucc invt'stor unct,rt.tilrtr,.

I()URNAL ()F RriAL EsrAr r, PoRT[()t to MANA(iuMINT, Voltme 8, Number four, 2002 I26



Acknowledgements
l\( $t\rl(llrlrlt,.,.1.('sl,\l$ lh 'i[frrr,rIl frrlr.rl,!r,,,,, ,n Jt \( l

(,1.,,ru thL. f.rf,., l\ ( trr{!r \,!r I rphrrl \l.,,r.rI,f g I )1r,\1,,,,n
l , hnr,rn lttunh, r.. l,'l\,). l.rf.rr L,r lh.(,lol!,1 ( onrm r(rrl li(rl l}lJl(
( ;rt)!f li( k It(\lnrrrr. Nl.rnrgrrr! l )iri(1,)r Jrrl ( hri. s.\ r,rrlh.
l'.r rf ( r. ()r l nrn \'\,,ung irri l )r \rnt I\rr.lr, rr{. It.'r,l,Jrl t'l ! h1n.l

llu.,r,{r( \.\'l \1.rrrr(rnr'Jrl ( (,rf(,nrlr({, .,1', fn\rJ.Ll Lrrtr.rl
rnfulrf.lr,l\r,,,!,n,.!rr\,,.f(rl',,, lh, lr.rrr\,r\lr( \(1,*Lrrl\J lr.tu

BIBLIOCRAPHY

lii,r,r.. l\,r{ '(lrrLr (JLrl]hl r,(]urrl\,,r,ll \(\rnrl..r li. ll)irl. I
ls
(r kl).r,11/ I.i,r,,,nr,,r5()l . 1,, hr .\r..1( r,!r,rl t\l.r\ lLr lrrLrll

i),i /,r,-/IrI,,,i,I r/i \,,. ( l,I).,\\.,r(h ( rirlrn[\\,.rllh
I hr,{r{h l}.rnL utr, \. \lr( lr l: l(rlrl
l),),.1!,{h, liLr(ii ,rrl I:r.rn(.\i)(;i.rr.r//i ll1)()L)) "11,,,(iirr!l,nl
( lrrr.r' trn.r.( r,rl, r.r.' jr1 lll\ l'(,1,( \ l'.rf( r.. rr,, : \/,L,,.iirr,,rIr i /,r
r , i r j 

^ 
r , , . . ! . i 

' ' 
r ,'r ( ir!rr r.-j,. r'r1, ir!,!,r, ( )( 1()ttt r ll.,! l lf.lLr i:

lL'l \ \(,rrn,l \,,'rlr,r,,,r,r,,.. 1,,/,, /i.1,,,'r 1.I' 'rrr'

i fu ,,,rrr,.\1,,i,r,,r "( lrir,, f ,rr\,,r n !.r gt \rL, I { l,r urr t. ll)rrl
II)l( //r.r,1,,,,/r, lr.r/!. /,.-,,,i.,, r,r,,|/r,,, 1\',,1 llr
l\,,.1\,fql(D I\ l!'r;
ll)l(. \,rrrri,ri/ri ()/.,. 1ir ll)/t ll,1,i /il( ,r/r1r,,' l"rir l'rql
1\,'l I l) l\r'lrrul,,n l)(. lL,()s

11tj,1,t,rtl l!rr' '(lrini\.1 1,,s,.11 lt.ri l,),,,r. lL, I()i(rs,r'r' \l.r\ ()

lLrl rl

(,1.,..,,,.,,r \l,r,lx.ll rleq\r | (..(rr. l.,I|,\j ,rr \l'l , ',LLrtr,'n' rrr

lh. t,rl.rl \l,rlt\. r'pee,h,l,lr\.r..1 rt,rr I I)l(.1,,1r(,tJrr,
\1,r. (,u,{r.rn .rrrl lltir s ( I rrrrr (l(rl)l) '( /rrrrl ' r'r L,r,ri.i, 'rr,rJl , 

,r

rr,' rr r\ L lll\ l',,h\\ l',rli r. f,, 11. \rrr:rr.t ll)lr:
()l\"r (,.rr\ /ir,\-rr I)r.r',-. \ rr / ', ' ' , r ! r 

' 
i i I , , r r r . /i,, i'!r J.i'r,i

li,\/' ,,. /,r/ /),1,r '.,r,r,1r,,,irr,,,. I nr\.r.,1\ (n IrinJ(trr ](rLr(r

\Jr11. l.ri'1t!1s.' l ht ( l\ l \\LNrr.rl.,l l,,r l lrr.rr,nu Inl, r rr.rlitrrnl
\l'l l)r'l(\1lrt,rr r. \llr,,\,,1 ,rrrrr\rrr(('nxJrl r"u,\l l.\ ( lrrn.r

llu.,r,Dq \\l( . ll, rrrrr'r. I\\, ,,,ltr : I \rl
\\,rtJrrh. \lril,, ( lrrn.r ' \,!r I', rr,!nrrrr l ,tf l'r,,1,1,'rrr lrr'trlril,'
,,t I ), \.l,,l,rnlt I .,,rNnriL \. lrt,,rr. \1.tu h lL)r)rr

ID RLAr Es'IAI E lssur.s, Fall/Winttr 2002



TUE GnowrH AND
PTnToRMANCE oF
ITTEnNATToNAL Punrrc
REar EsrarE ManKETS
l,r/ Lllcrttt R. Mrtclltr trtttl lltttdy L AndL,rsott

I'.xr'<'rrtit't' Suntnnry, lhis 1t11l.t1y /rrrrls rrl t/rr'{r(}il'1, /// si:t of ytrltlic crryitnl
Dtntklr oNutli lll' at\)t'lLl tl d nDnlV:.\ lltc rctttrtt: lltrtl ltti,L, bttt rcltiL,i,L,d.
.\lL,illtlu Llnltl lrrtttr (,lobrrl I),i)l)( r'rv /ir'',1rrrlr t(;1,R) fi,, Ir,r'irrris 1!lSJ t/r|r,rrrir
)l)ltl DtiLl ttrtli rrrLl lo !l:r.:trltt. i 7rr'irrr|r'r.r/r'scr-r1,r,. !ltr , t, l' nt litDtr n d
unrkl tn|ilnlilnlitrt lttuntl il it) a()i//rl,'rr'\ l/rcrr t'r'rl,rr,rt's !fu rL,ltrt'tt an 'rlnlio s

ol llr ntrrjrtr t't'nl cslrtlt itrlicL,s uotrttrl t/rr'ilru./r/ rrlrrrr.( iL'illt lhL,i growth nml y:r-
lin ntttct. \lL' cotclrtdt lltnt irhilt llr rutsouobl( r!llntt nud /rril crrr-r-r,/rllirrrrs of
utt)\l I'ttbli. tL\tl rlnlr tot'krl: nnltltl tlu'icorll 5ltoultl ntlrurt itt\litltiou l
itti rrirrt'.. lrtrl lht rLltliit'ly sntoll >i:r'ry' rrrrr'1 rrrrlrh l. /r,r> tttrtrlt thtttt /r,<< rrllrrla,
li.r'. /lrr't/.-S. Dtntkrl tnl' i: Slll) l,illrrtt: ltrrl trll ollllr ntrtrl,tts rrrc nuch:nttllcr
,r,illt IrrrttLt',llrrit l..rrrrS, tturl lrrltrrtt rritrrrlilg orrrrirrrl 51t)billiol lrcirg //rr'rrr,rt
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/\ ccc<s h ' e,l Pit.r I ts .r nr.ti, rr cttt'nl.roncnt oI e ve rv rcal e st.rtt' invcst-

,1L\ rttent tL,cirir,rr antl icc(.ss lo public c.rprital nr.trkets has lrccn a

l. \nralor pr()[rl('n] t' )r cJpit.ll hupgry rcal t'statt. inyestor:i since thc
bt'$inninE of tinrt.. llorlcver, thc l.rst tlcc.rcle of tlrc lc)(X)s bought a nt'u.
ct.l ()l' .lccess for rr'.rl cst..rte to thr' public c.lpitnl nt.trkets arountl tht'
tlorlrl. fhis p.lpcr krrks at thc grol tl.r in sizc ot lrublic capiLrl m.rrkcts
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.1ror-ln!l tlre \\'()rld .rnd .u]nlYrcs thc rr'tunrs that
Ir.rr.e Lrcclr .lehi('verl. !\'t' er.rnrine the gron th .rnrl
pcrf()rn1.llrce of P11t1l1(' rll.lrk!.t rc.ll cst.lte ill an
intcrn.rti()nlI c(mtL'\t usillll nronthlv tlata frttnt
(,lob.rl I'ropt'rtr, Rcscareh ((ll'R) fLrr p('ri()(ls lgti-l
tlrrrrrrglr ltxll ttti.lr.'ar. \\ rlh tht' frr\)r lrl,rl rtll.lni('
of thc gcncral ctluitt' markets.rrountl tht'gkrlrc.rncl
the lorvcst intcrost rates in 5()vcars, m.lll\' ittvcst()rs
havc clt'citlt.tl kr .rr.ltl to tlrt'ir rcal cst.rtc .rlloc..ttion
in botlr l.rrivatc .rntl publi(' [()rn] irl\r'stt)rcnts.
r\notlrcr rc.rson for invrstrrrs trr consirlt'r r(\lI('\t.lt('
is th.lt tlt(.r(' Ir.rs [-rectt .rn incre.tsiltg trrrrel.rtiolt
l',et*'t't'r'r intrnr.rtion.rI stock .rnrl Lronrl nt.trkot
rcturn intliccs, c.lusil'rll illvcst()rs to lrrrk for .trlcli-
tion.rl portlolio cliversifit'rs. I'his papt'r .tlsrt cr.rnt-
incs th('rr.trrnr eorrcl.rtions ()t the nr.ti()r rc.rl csLrte
incliccs .rrountl thc rr t,rlcl .tlong x ith tht'ir grottth
.tntl [-rc r[orrrr.urct'.

On tht' r.lonrcstic sirle, tlrcrt' .rrc nttmerotts stuclic's
that h.rvc t'ranrincrl tlrc sizc, grorltlr arrtl pcrtorm-
.rnct' o[ [.rotlr public .rnd privnt(' re.ll ('stntc inycst-
nrcnts. LiL(' irrtcrn.rtional tletrt .rncl ('(luit\; re.rl

L'stat(' .rll()c.rti(lns h.rvc [rt't't't ar]r'oc.rtt'tl tlttt' to tlreir
Iorv corrcl.rtior.t u,ith rionrestic skrck attci lrtlnc]
rctrrrns (Conncr, Hcss, .rtrtl l-i.rng, 2()() l ). \!ith thc
recent (l()\\'nturn in tht' 1it'ncr.rl er;tritics nr.rrket,
the incrt'asing corrcl.rtiot't of intcrn.ttitrttal stocks
.ln(i b('n(lr .lr)(l tl'r(' r('l.lti\(,1\' *lr()nt I\rtlrnlnnc('
of re.rl cstate, invest()rs art' lrcconting incrt'.rsinglv
intercstetl irr intern.rtionaI r!'.11 csLttr'. I lttrvever,
thcre .rrc verv lex stutlics tlr.rt h.l'c eranrinctl tht
intern.rt ional r('.rl cst.rtc nr.rrktts. Stcvtrtsolr (2(XX))

points out th.rt fc\\'studics crist bcc.tttst' tltcre is

rt'lativt'lv little (l.rt.r .rnrl tlrc tlata tlr.rt rlot's crist is
()nlv f()r-.r linritctl nunrtrcr oI countrics.

ln gtnr'r.rl, nrost of thc int('nr.rti()n.r l rr'.rl cst.rtc
stutlics th.rt Ir.rve becn conrpl(,tecl h.rve trictl to
(L'lr'rnlitt(' il ir)l('nl.tti{)tl.ll rritl t'sl,tlt' invt rt irrg 1'ro-
vitles clivcrsiiie.rtion bcrrclits. 'l'l.tc nr.rjoritv of tlre
sttrclics tinci tlr.rt intern.rt i()n.r I rttl estatc has .r rolc
in.r mirctl asst't glob.rl portiolirr. Hotvt't'tr, nortc of
thcse str.rclit,s h.rvc rrsctl currrrlt d.1t.r, \\'illr nr()st

tl.rt.r stopping in tho nriti trr t'arlv l990s. l lrt' l.rtcst
studr' (irrtlolt ancl Carrtt'r lc)99, uscd a lJ-r'c.rr
pcri(xl tlrrouSh I996 orr l-1 c()untrios .rrrtl [ountl
that high ,.liriclcrrd [r.rvinB c()nr]r.rnies (ruch .rs

ItEITs) had lrrrvcr corrcl.rtions rlith tl.rcir clorrrcstic
stock m.rrkt,ts. This is l,roblcmatic .rs str()ng
grou,th in pulrlic rc.rl cst.rte occurrccl aftcr tlris timc
tr.rme. Arlrlitionallr; thc prior stuclics kxrkctl .rt

onlr' .r lranclful of thc largt'st c()untrics. In thc cur-
r('r'rt strr(l\ rlt'.rrt.rblc t() usr d.1t.1 fronr l9S-l to tl.rc

I.)rr':r'nl .rrLl ( \.lmiIl(' tl'lr(\' nl.lir)r rr'tl,)n\
A mcric.r, I -tr ro[t, .rnr] Asia, an,.l thirtt'en eountrics
x,ithin cach of tlrcsc rcgions. I'his allorvs trs to lre
nblr to .r\c('rt.lin, for thc first tirlc, if rlivcrsific.rtion
e\ists bct\\'('rll rr:gions or tlithin thc intlivitiu.rl
cotrntrics in tlrosc regions. Nlort,over, \\'(' pr()\'idc
the first conr p rt'lrcnsi vc sttrtlv th.rt exanrines rcturn
pcrfornr.rnc(', rctrrrn vol.rt i I i t\,, retu rns r('l.rti\,(, t()
risks, grou'tlr in the nunttrcr of publi(' r('.rl est.rtc
firms, gr()\\'th in the nrarkct c.rpritaliz.rtion oi thc
public rettl cstate firms, itr.rtlrlition t() th('ir rl'tLlnl
crr.rss correl.rtiorts. The rrcrl s('cti()n c\.rnrirlcs the
cvolution artcl clcvclol.rnrcnt of the ptr[rlic rr:..tI

('st.rte nr.rrk('ts.

III. THE GROWTH AND DEVELOPMENT
OF PUBLIC REAL ESTATE COMPANIES
'I hcrc h.rs ['een a r]r.rm.rtic irrcrc.tsc in tht' nunrber
of putrlic rc.rl cst.]tc firnrs.rcross the gkrtre irr tl.tc
last trr'o r'lt'catlcs. Exhibit I slrorvs thc ch,rrrgt'in tlrc
numbcr of pu[rlic ro.rl cst.rtt' coml.r.rrrit's l,roken
tlol'n into tltrcc ntaj()r gt'ogr.rphic rcgirtns .rrouncl
thc urrrltl: Amcric.r, Ettrrrpt', .1l1fl Asi.r.'l'ltt' trcnd
lir.rt'shous th.rt l-trrope rvas first rvith tlrc nunrber
rrf comp.rrrit's grorving qtricklv in thc latc I9tl0s,
flou'cd [,r' thc Amoric.'l rt'gion in thc earlr' 1990s

.rnrl tlrcn lht' Asi.rn region in tlrc l.rte 199()s. Notc'
tlr.rt thc large jtrmps in brrlh tht' Europt'.rtr .trrd
Amcric.rrr st.rtistics arc Itot tluc kr a nrajor clr.rnge
in onc given \,(\lr in th('nctunl nr.rrkctplacc, but the
.rtltlition o[ tlrrtsc comlr.rrics to the (]['ll irrr]ex in
th.rt giverr vc.rr.rs GPll tlt'r't'loprcd tht'ir r.lat.rtr.rsr:

(.rlthorrglr tlre irrclusior.ts rrcrc laggctl bt onlt'one
()r t\\'() \'e.trs).
An.rlvzirrg tht' countries rlilhin thc 3 gt'ogr.rpl.ric
regions, rvt's('!'that u'ithin Americ.r tht'rt arc,l

Rr,AL EsrArr, lssr.lr,s, Ftll/l!y'inttr 20ff,

II. LITERATURE REVIEW
'l'hcrc is .r \,.lst litcr.rtrrre tlr.rt h.rs cr.tnrirrctl thc
sizt', grotvtlr, .urtl lrerfrrrnr.rtrct' of tht' itttt'rttation.tl
tlebt.rntl ctlrritv m.rrkt'ts. lScginning rr'ith tlrc senr-

inal rvork oi Solnik (197.1), ;.rv;tclilipncrs .rtrrl ;rca-

clcmics lrave cspoLrscd in[en]ltion.rl inyt'stirtg cluc
to the lon crtrrelatiorr irr r('tLtrn:i .tcr()ss e()tlntrics,
providing rlivcrsific.rtion ()pPortttnitics. I lorvcYer,
rcccnt studic5 have suggcstcrl that r.lttt' to the
incre.rsinglt' global, o[rt'tt t'cononrri tht't ross listing
of scctrrities, antl thr: r.r[.ridlt atlvancing tcchnokrgv
that inttrnnti(mal clcbt antl crluitY nrarkt'ts arc
bcconrirrg rlorc correl.rtt'rl, tl.ttrs reclucing thc ben-
cfits oI inlcrnational tlilt'rsific.rtion (Conotct,
I-ritl.rr; .rntl Sirnlans, 2()(12).
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crrrrntrics rlith lrublic nr.rrkt'ts. Ant('ric.t stlrlr.(l ()ut
l'ith thc ft,lr t,st firnts ol ant' rcgiorr .rntl norr', tlLre
to thc gr()rvth of pr-rhlit rc.ll est.ttc iirms irr the
Urritt'rl St.rtes, h.rs thc largest nunttrcr o[ [irms
(l--rhibit 2). Nlt'rico.rnrl ,,\rgcntin.r lr,rvc onlr'.r tcrr'
(rrtrllirlie( Jn(l ( .rr,l(l,r lr,rr n'r(lrlnt(.(l tr' Hrr'\r tr) l{l
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Fittrttl't', l;1.111c1',.lncl thc UK h.rve thc l.rrgest ntrnr-
[.rc'r oi [.rrrt.rlic rr.rl r'st.rtc conrp.lnics. I hc UK erpe-
rienccti the m.1i()ritv of its grorvth in l997 .1nrl I99ti
but l.ras krst firnrs since tlr.rt time lrcriorl. Fr.tnce,
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crl.reriencccl rapitl gror|tlr in tlt(' nunlLrcr ()l lirms
in l9llc), ronraint'cl stt'atly for scyeral yc.rrs, arrr.l lras
bccrr on.r rt,ccnt tlon'rrrr'.rrcl trenrl tltre to eonsoli-
tlation (Erhibit 3). All other cotrrrtrics hart' lcss
tharr l() firms.

[:rarnining lhc nttnr[.rt'r of prs[rli1 r('.rl cst.ltr' lirn]s
in ,\sia rcrrals tlr.rt r\ustr.rli.r, llrrng Kong, l.r1,.rn,
.rntl Singaport' Ir.rvc tlre l.rrgcst nunrbcr o[ iirn.ts.

For thc ntost pnrt, the nr.tjor itrcrc.rst's occurrt'tl in
thc late l9ll0s.ur(l carlv lt)r.)0s r'r,hile thc numt.,cr of
firnrs iell in 2()()2 for all courrtries (lrxhibit -1).

IV. TRENDS IN MARKET CAPITALIZATION
Tlrt' lrcntls in nrarke't ca pit.rlization, for thc nrrtst

part, nrimic tl'r('pattcrns ttlrscrverl $'hcn kxrking at
tlrc charrgcs in thc nunrtrcr of iirnrs. Erhilrit 5

slrorvs tlr.rt both 1\nericJ anrl Asia havc h.rtl vt'rv

l3l Rr,Ar Esr^r r. l5srt s, ttlllWiltt 2002
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rapi(l gr()\\'th in nrarkct c.rPit.r liz.rtion over thc
s.rntPlt' 1.r('1i1xl. Ih(' rl()tcd rlifft'rence ol coursc is
that tht, U.S. Ir.rs slrorvn st('n(lv int Irr()\'(,nr(,n t in
m.rrktt c.r pit.r liz.r tion crhibitirrg crpont'nti.r)
gnlrvlh irr recont vc(rrs, n'hert Asia s.rrr,.r tlr.rrl.ttic
increast' in thc I9()i-1997 pcri()rl \\'ith rlr.rrn.rtic

tlcclirrcs, tluc to tlrt,Asi.rn fin.rrrci.rI crisis clropy.ring
nrark('t c.pit.rliz.rtion [r.rck to l9t)3 Icvcls. I:urtr1.rc
lr.rs bccn lt'rs volatilt.. e\pericncinll .r skru cr stt'.rrl-
ir'r incre.rst, in ovcr.rll nrarkt,t ca pit..rlizati()n th.ln
cithe r tht' U.S. or Asi.r.

Lt.lribit 6: Croiotlt itt N4nrktt Cnpitnli:ntiott itt Attrricn
\r rrl,i (': C/'/l
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Ex.rnrining c()r.lnlrics of thc nr.rjor regions reve.rls
somc intt'rcsting trcn,.ls. For Anrcric.l, thc i11( r(',rse
in nrarkt't c.rprihtlizatior.t is l lrt' solt' resu ll ot thc
grorvtlr in tlrc L.S. nr.rrkcts as (-.rn.rtl.r, \lcrico anr-1

Argenlirra r!'m.rin('(l fl.rt .rntl ll.rcre .rrc rro other
m.1i()r c()r) tritru t()rs (Hrhibit (r).

Iluropc t'rpt'ricnc('(l tlr(' m()st rnpir'l incrtrt\(' ill
nr.rrkt,t t.rpit.rliz.rti()n lr()nr tht. UK nr.rrkct rlitlr
Drost ()l lhr gro$tlt otcurrin$ l-rr.tween l9t)(r ancl

thc fir\t qunrtcr of l(l()li. Irrancr., hatl gron'n irr thc
('arlr' |990s btrt tl'rclr ('\pr'ricllc('(l tlranr.rtic clt'clincs
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in nr.rrLel c.rPitalization tluritrg tlrt,st,trrntl I.t.rll rrI
thc 199(ls .ts thr' nr.rntlrt'r oI lirnrs slrr,rnk. Ihc
Nttherlantls lr.rrl .r skru, antl st.rLrlc increast' irr
nr.rrkct c,rl.ritaliz.rtj()n .rcr()ss tlrc sanrl.rlc 1.r('ri1rd
(l:\hihit 7), u'hile nrost ol the ()tlrcr ii\(' l..rrr()P('.rn
.ountri('s ltarl alnrost insignific.rnt gr()\\,th. N()te

th.rt I:trropt..rn nr.rrkct c.r[rit.rliz..ltions arc onlr' .r

[r.rction of thc U.S. t.r pit.rliza tion.

Tht, nr.rrket (-.r pit.rliz.rtion for thc Asia regiorr h.rs
trccrr vrry rrrl.rtilt' ovot tinr('. J.l[).rl h.rtl strong
grox,th in nrnrkct cnpiLrliz.rtion tluring thc c.rrlv t()
lrli(i-lgS()s, lr'hich rr'.rs consistt'nt rl'itlr thcir ovcr.rll
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5

I

t,conomie sittration. I long Kong lrn(l c'lr.lnr.ltic
irrcrcast's in nr.rrkct eal.riLrliza tion fronr l9ll.l trntil
nridvear 1997, rvhich ttrllorlerl their sccrrritics nrar-
kct btrbblc, tht'n hatl .t nr.rior ricclint'[rrirrgir.tg cur-
rrnt n]nrket capitalization [.rack to lt)9,1 lt'r'els.
Sing.rl'o1s crhitritctl sinril.rr trcrrtls hr I long Korrg,

but on.r nrrrch snr.rllcr sc.rle. Australia has crpt,ri-
cncetl slor' trrrt st.rtrlc markt't ca[rit.rlizati(nr $rorrth
ort.r tht' sanrplt' pt'riotl, [rut tht' nrarLct still
rt'nr.rins srr.rll ([rlribit t). r\si.rn nr.rrkct c.rPit.rlit.r-
tiorrs.rrc sirnilar to lluropcan m.rrket c.rpitaIization
.rntl still ,r fr.rction of thc U.S. m.rrlt,t c.rpitaliz.rtion.
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l-.rlt ibit 11

V. INVESTMENT RETURNS AND
VOLATILITY
For lhe intcrn.rtion.rl [rrrtrlic r('.rl est.rtc nrarkr'ts trr
cvolvt'.rrrtl grorl rapritllt,, tht,r' lrct,cl 1() [r('.rIIraclive
t() in\cst()r\ tr\' Bcner.rting strong r(,trlrns. I((]trrn'l
prrf()rm.1nce .rntl vol.rtilitv of the thrt't' m.rior

rt.gions in E\hibit I slross that lroth l-trroprc .rnd
i\ nrcric.r h.rci slc.rcl t' posit i ve retrr rns l.rnrtluci r.tg ..t

5{)0",, incrt'.rst' over 20 r't,ars xitlr lorr' \'ol.ltilit\i
rrhilc ,\si.r h.r(i c\tr('melv high rctrrrns tr()nr the
nri(l-l9ll()s thrrrtrgh the nrid-199{)s btrt then h.rd
suhst.rrrtial losst's it't tltc st'contl lr.llf ()t thc 1990s

bringing invcstors [''.rck to a nrir]-1c)ti()s rcturn
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l.rltibit 15

51)r/?i, : ( ;/)/i

Lrrrrr;a' llt',qir),i C()r,rtrV /icll/,.,rs

1- irrtlrr' Rr'girrn C otr t t t ry S tnt rLlnrLl I )t'irirrf irlls

t
!

:

I

position. I he U.S. nr.rrket is .rlso .rrltlctl kr the
gr.rPh to shon, that U.S. re'turns n,t,rt'significantlv
higlrr'r irr tll(, l')',(lr lr,'rr llr(..\nr(.ri(.) r|FiL)r'l (,,rrr-
prositc.

Tht' .t vcr.r gc monthlv rr,tu rns .lncl r(,trr rn5 t() st.ln-
tl.rrrl rlcviations .rrc shorvr.r in Iirhitrits I().rnrl l l.

d
?

So, x'hilt,Asi.r ltxrkt'tl gotttl ort.t tot.rl rt,ttrrn lrasis,
orr .r risk .tcljustctl rcttrrn lt'rcl, lrotlr Anrcric.r .rntl
l.t t ro;r1' 11'11,,rn',,'tl trr ttr ll [',. l ter.

Iiramining tht, intlivir'lu.rl countrics revrI th.lt tltcre
.r rt' tlr.rnr.rtic rliitcrt'nces irr per[ornt.rrrcc lritlrin
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I-.r/?il,ll 1S Cross Corrrrlnl (ii,illril Rriqitur) /(t'lrrrr Crrrn'/ali,rrrs

France

G erma ny

Italy

Netherlands

Norway

Sweden

Switzerland

France

0.443

o.442
o.644

4.268

o.182

0.619

Germany

0.443

0 323

o.424

0.1 53

0.01 9

o.37 6

Ita y

0.442

0.323

0.288

0 140

0.041

0.192

N etherla nds

o.644
o.424

0.288

o.327

0.175

0.5 59

o.619

o.316
0.193

0.559

0.109

0.096

Norway Sweden Switzerland

0.267 0.182
0 153 0 019

0.140 0.047

0.327 0.1 75

o.247

o.247

0.109 0.096

gt'rrgraphie regirrts. Frrr t'rarnpl(', .lvcrng(' r'ntrr'rlhlv
r('trrrns in tlic U.S. just ()\'er 1",,, rr hilc tlre .rvcr.rgt,
rrr()ntlrlY rcturn in Calratla t\'.ls Ireg,lti\ ('. (E\hi[rit
l2)

ln Asia, .rll ot tlrt' tirrls shotvt'cl prositivc hrtal
retrrrns i()r the srnrplc p('ri()d, With Atrslr.rli.r prt>
tlrrcing a sin.rilar il)()",, r('turn t() thc Anrt'ric.rn anri
lruropc.rrr rcgi()ns ()\'cr thc 2 r.it.eacics ol thc l9Sl)s
arrrl l99l)s. It rr,.rs llong Kor.tg.tlone tlral lrro,.lucerl
thc sr.r[.rst.rnti.rl ll higher rt'tu rrrs .rntl vol.rti li tv tlr,r t

clrovc tltc incler tor tl.tc Asi.r rcgion. (Erhibit 13)

I)uc to its lol vol.rtilitr' ,\ustr.rlia l.rotltrectl thc
bt'st risk acljustt'r.l return of tht'Asian rcgion.
(llxhibit l-l)

Irr Fiurol.rc, Norrr',rr antl Italv prrorltrcetl the hight'st
It'r'cl of total rtttrrrrs ([irhi[.rit l5), lrut Srvitzcrlanrl
.rntl Fr,rncc Ir,rrl thc Iriglrcst lr,r't'l rri ris[. arljtrsttrl
r('trrrns (Ii\hi[rit I{)).

VI. RETURN CORRELATIONS:
N'lotlerr.t 1'ortfol io the()r\' :it.rtes th.rt .lnv t i nrc .rsscts
that h.rvt, lcss tharr p(,rf(,et positi\'(,corrcl.rlion .rre
conrbint.tl inkr .r Portiol io, thr'rt. .r rc risL rt.tluctir rn

bt'ncfits. In fact, lrotlr thc m.rjor rationale for rt,.rl
('st.rte invcsting .rnd ir'rIr' ].rti()r'r.rI invt'sting slCnr

irom tlrcir lorv corrcl,rtion lr'itl-t otlrcr in\(,stnrrnts
in ..t port[olio .rllouing ior [rt'ttcr risk-arljustt,r.l
r('tu rns. Iicccntl\', thc gt'ncral intcrn.rtional r't1tr i tv
rn.rrkcts .rnrl rlc[rt m.rrkt,ts h.rvt' lrcen r]r()\'ing irl
rt.lativc tanrlenr as intlicaterl bv thr' incrc.rsing

Singapore Return

0.316

0.611

0.134

0.'r 34

rcttrnr c()rrel.rli()ns. I lorvcver, re.rl est.rte in gencral
.rntl irrtt'rn.rtion.r I rc.rl t'st.rtc rrtarkcts in p.rrtieul.rr,
h.rvc crhibitt'rl rcl.rtivelv lorv crrrrel.rtions u ith thc
othtr assct classcs;tncl nlso h.lve sholvrt lon'corrc-
l.rtion .rr-ross thc thrcr.' rt'gions (l:rhitrit I7).

Japan Return

0.202

0.064

Return Ameflca

Return America 0.33

Return Asia 0.33

Return Europe 0.40

0.37 5

o.202

0.31 6

0.064

0.611

Etltibil 17 Cr-rrss /i'qrrur Rtlrtnt Corrt'lnlirttts
Relurn Asra

0.40

Return Europe

0.38

0.38

Iir.rnrinirrg tht, corrt.l.rtiorrs rvithin e.rch oI tlre
nr.rjor rcgions (t'-\hitrit 18) shor!s that therc c\ist
tli"ersification [rcncfits even u,ithin arrt, ()nc ()f tlle
nrajor rt,gions. Ilcturn corrt'lalions for tlrr, lrt'riod
1982 througlr 202 .rre vcrv krrv rr,ith onlv a fcrv
c()Lrntries havirrg corrcl.rtiorts .tbove 0.50. 'lhus
Ioc.rl .rttti Irot glob.rl i.rctors rrottltl nppe.rr t() be
clriving puhlic rt,.rl c\t.rte c()nlp.rn)' rclrrrns.

U S. Returns Canada Returns

U.S. Returns 1

Canada Returns 0.43'1 1

VII. CONCLUSION
lnvc\ting in irttt'rnational r('.1I est.lto is a neu clr.rl-
It'ngt' tlrat is bt'ing cotrsicleretl lry nrort' ancl nrorc
in\'('st()rs totl.rr'. I'he strbstanti.rl efforts, risks ancl
a()sts .rss()ci.rt('(i n'ith ptrrchasi ng clircct rc.rl cstatc

JouRNAr ()l- R[Ar Es'IA]r P()RT[or r() MArA(ir\ttNr, Voltnt 8, Numbtr Four,2002 lStt

Australia Return

Hong Kong Return

Japan Return

Singapore Return

Australia Return Hong Kong Return
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cnn bc r('(lucccl bv investing in pu[.rliclv tratle'ti rr'.rl
r'st.ltc a()nrf).lr'rics .ttoturtl tlrt' globe. I'tt[rlic r,.'.tl

est.tte corn['rar.ties l't..tve on]v becorltc.t vi.rbl(, ()pti()r'l

irr tht' l.rrt l0 \r',lr\ nn(l llrr'ir l.('ri fl1'r,rn( (' {.ll'r.l-
lvzctl herc) shorr s positivc results. NI()st c()untrics'
plHic rr'.tI cst.rl(' m.rrk('ts h.rvt' shorvtt rcl.rti"'t'lv
str.l(lv retrrrns, rvitlr thr'c\ccpti()n ol thc highlr'
vol.rtilt' I long Kong nrarl..ct.

r\s most ptrblic rn.rrkcts grorr',.r r1r.1,()r f()rc('in c,rp-
ital florls is tlrt' irrstitrrtiotr.rl irrvt'stor t'rrtt'ring llre
nr.rrkct. Institrrti()n.rl investors nt,etl litlrrirl markcts
in orclcr to invt,st .rnc1 this is a ltrrrction of thc size
()l tht: nr.rrkct. \\'hile tlrt,rc.rson.r[rlc rt'trrrns .rrrr.l

Iorv crrrrt'l.ttions of nrosl [.ruLrlic rcal estate nrarkt'ts
.rrotrncl thc rlorltl shrrtrltl .lttrJCt in\tituti()n.ll
invest()rs, tlre rcl.rtivelv snrall sizt,of nrost nr.trlt'ls
h.rs nr.rtlt'thcm lcss.rttr.rctivc. !Vhilc thc U.S. nr.rr-
kct c.rP i5 S17() t,illion, .rll otlrer rrr.rrkcts.rrc nruch
srl.rllt'r rvith [:r.rncc, Hong Kong anr.l I.rp,.111 .rr'.'r-
aging.rrounrl .$.1() billion bcinB the nt'xt ckrsest ticr.
Snr..tllcr anci lt,ss liqtritl nr.rrk('ts k('ep nr.r1\'
illvcst()rs.r\\,.r\'. A tr\1' l.rrgc irr!t.stors s(.c in\'(.st-
nrents in srnallcr public m.rrkcts.ls sinrilnr t() nl.rk-
irrg .r Pri\'.rtc illvcstm('nt, tluc to thc Irrr liqrritlitr'.
'I'hus tl.tt' publie rea) ('st.rtc nr.rrkets .rrountl lht'
rr,,orlcl still har,,t' a long r\'.rv t() go .rrrtl grory to
.rttr.rct signific.rnt institrrti()n.l c,rpital.

Currcncv risk is also .r nr.rjor f.rctor in assessing
rr'lrrrn \r'l,ltilrl\ ll'r ll'r(' hr)nr(' ((,unlr\ (rrlrr'n(\ r)l

thc investor. lle.rl cstatt' poscs .r tliffcrt'nt tr'['e of
risk fronr othcr stock in\,('stmcnts.rs thcre can bt'.r
large portion oi tlrc rcturn c()nring fr()nr ar'rnu.)l
cliviclerrtls, r'hilc skrck invcstnrcnts pr()\'idc n1()st-

l\' .lpprcci.1ti()n as tht' nr.rjor conrponcnt of tht,ir
rt'turns. 'flris .rrrntral e.tslt florl ironr rr'.rl t,state
investr)rents m('.rns tl'r.rt invest()rs havt' t() develoP
differcnt currenev hcrlgirrg strategics t() m.rn.rgt
tht' .rrrnu.rl c.rsh flous. Thrrs intern.rtional real
t'statr irtvt'stmeltts can provitlc a different chal-
L'nge.rs rtcll as a tliffcrt'nt valtrt'kr thc portfolio.

lii.hh,,lll. Il l)((\ lf [,r n.rli,,r].rl I )r!.r\ilr(.rl inr l\ir l Il( llrr l,,r Ii,rrl
l nrlr rl,rn n)r \lt\l'.rr ll,rr.1" l Ir|r, rrl \,rr/ 
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wesentcd b! th( lovRNAL oF REAL ESTATE PORTFOLTO MANAGEMENT

hV .Srrlirr V. Dt'rnt isi*

'/ /rtl i!t/1i Dr'iit,r S.lr{,r,/ ,,r
srrlirt rlr'r'rrrisir,,larsl.horittrrl.tl t r

Ilrr'ctrtitr' Stttttttttry. //r,'1,r'1'.1111 'frirl/,'rrrrrrrrrr'r llt i,tpru't ol llk' l l m't
ol !lk't'utl *tott oliicL tturktt fl, 'otrtlt tt s iralv nt rcll ('s/rifu'l,r()li'ss/()lr11ls ilr
lnriitnwrtl (r),,r1,/r,rr': l,r /1,,(f(),r't/ S rlt,l LorLlor'Ll.K.'ihrs srilitrT crrlrlri|r'r

l,ri,/i<sirrrrrrl.'olti intb ,it !ltr :lrr nl tl .'littrt',t(t nt lroa'il rrfli,r-l: tlrt'ir Iursi
,l(sq. /1,('r{'srills lttrtn bollr cilits inrlicntt Lliilqt'ttcts illr,'rr rrsirg lltr lultntt't
i'Lt', \ !mLli!tt\nl l,r'rrr-tir'r'. /7rr'/ll1l,,r('i :r1',,1s lo nllt'al tltr |rr/t'rr/ //rr' lrarr'rrt
lti I'ttl'!r 4)n fs, l/r(' /r,ll{//r rr/ l/rr' Ir'rrt?sr Iurl ttLtl llu ytrrlitiltrlltl:' {rrr,/i/rr- ,,r'

lrnn\natini (hl,s. // is tutttItlt/ u!rLl /rs rr /rsti,/,( it ti'iat'. i'/tiry tnl|ti lnllti
i,r.(,'{ S()1/r1 r' ri,rr/ . r)tt l tll1t tt it nl iott l nnl.

INTRODUCTION

flFt lr(' Irrtcrn('l ir.r recerl t'rpanr.linl; nrctlium oi ec()n()mic .lnd

I .,',i.tl t'r, h.trrgr'. Il i. nto.t ciiL'rtirt'.rt I'rcakirtg tirrrrn Irarrit,rs,
I rrrr[,rorirrH irrlnnl.lli()n llorr', .rrrrl \l\.(.(linF uf ll](' (lecr\ion-

n'r.rking pr()ccsst,s (H.rrtun8 ('.1., et al., M.rrch 200()).'l\lr iactorr sig-
ni[ic.rntl| contribtrtecl to thr: inerc.rst' irr Intcrnct arl()ption.rnr()ng rc.rl
estatc brokerage c()mp.rnic's: incrcasctl conlputcr use througlrout the
p()pulati()r'r.ts r!t,ll as c()lrp.rnirs, .tr-ttl the tl0rYnttrrn in conrmcrci.rl
rc.rl c:it.rt('. I-his clorYnturlr lccl lrrokcragc cor.up.lnics trr list [.rropertics
(n'rline t() re.lch .r \\'i(lcr nrark('t (llrbur.conr, u/U/O1). Simil.rr to tlrc
rct.ril irrrltrstn ancl \\'r'[.r-b.rst',.1 m.trLeting (uaen J.,2000; Miller N.,
2l)t)0) thc rc.rl est.rte irrtlustrv is ('xf.r.rncling its onlirrc listings by con-

J()uRNAt oF Rr,AL EsrAlI P()R[rolr() MANA(;l]M[N'r, Vttlmnt 8, Nuntbcr Four,2002 I.10
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'l hc Inte rn('t rrsc in tlrc U.S. anrl thc U.K. e.rn [,ro-
vidc .l a(mtt,\t of lht' Intcrnet's a(l()lrti()r] in thc tlr o
countrics \\'lrcrc tht' survqr trrrk pl.1('g. Nit'lscn/Nt't
l{.rtings cstinraterl th.rt nrorc th.rn (r2",, ol t}rc U.S.

l.roPtrlation hati ltrtt'ntet ,rcccss irr 2()()l t'itl.rcr at
honrt'or.rt w'rtrk in comp.rrison r!ith 57",' thc Yt'.tr
Lrcforc (Stcllin S., 2(l()l). Aecorcling to the L.S.
[)cpnrtn]ent of Conrnreret', in 2()()() i1",, rrt .rll U.S.
Ironrt,s harl .r c()nrputer and -11.5",, h.rrl Internet
acccrs. High pcr-nrinutr r'lrargc' Ir.rrt' [rr'('\ ('ntr'(l

Pgpplt' in tlrt' U.K. .rrrd othcr EuroPc.rrr ttrurttrit's
fronr bronsirrl] th(' Intcrnet, lc.rrling trr.r lrrrvcr
grorvth tl.r.rn in U.S. (\\'ickhanr |i.,2()()t)). In thc
U.K., lroust'holtl I'( Pcn1'11.r1ien rr'.rs.16'r,, (Niclst'n,
2()()l).'l'hc U.K. govcrnnrcrrt's Ii-cnvor irrelicatr,tl
th.rt lnl('fl'r('l P(.n(,lr,rli,)n rrr tlrt' L rrit.'il KirrF.l,,rn
rvas still less than (r0"1, (llolnrt's N4., 2()01). I'hc
hotrsirrg nrarket tr.rrrs.rctiorrs h.rrt, lrrcrr nrrrrc c.rsi-

h' f.rcilitate(l throrrgh tlrt' lntcrnt't conrp.rrrcl to
offict' tr.rnsactiotrs. Stutlir's in tlrt'U.S. slrttrv th.rt
thc ntrnrtrcrs of honrrtrtrt't'rs sc.rrcltir-tg krr hotrsirrg
rtn tlrt' Intt'rnc.t arc lrclu'ccn '11)",,, llrorrt'ster
rcst'.rrch, 2()(l(); F.rrrrs\\1)rtlr C. & I:r'.rns ll., 2(rlnrl
.rnd 5t'),, (N1urr.rt' NI.,2(X)0). ln gcncr.rl 79",, oI
.rg('nts cl.1in1 thcY do not tlrink thc lntcnret tlrr|Jt-
cns their job ((iomt,z llcsc.rrch, 2()()(l). H()h'rvcr, thc
search for hrusing in thr: U.K. is rnostlv crrltduclt'cl
throtrgh tr.rrlition,rl nrethocis [rt'c.rust, rrt linritcrl
lnh,nrr't usr'.

[-his sttt,.lv rr'.rs nrrrtir'.rtt'rl [rv tht' Iimitt'rl rt'scarclr
()n th(, lntcnrct's irrrp.rct on thc llt'al I-lstate ()f[ice
Market (ltt:()\,1). A survu'()[ tr.l(lition.]l rtul cstatc
conllrnr]ics $'.ts corrtluctctl in [J0ston .rntl Lotttlotr
in orr.lcr t() captr.rrc the "rcal *'rrrkl" r'icw's ttn
Intt'rnct atla[rLrtiorr arrr] r'spt'ciallt its inrp.rct (nr tht
ofiict. proPcrtics lr.rnsacti()n pro(c:is. IJ()st()n \\irs
selectccl bceausc irf its snrall of[ico nr,trket sizc
conr[)(lrcrl t() ()tl]cr nr.ri()r aitics in thc northt'.rst U.S.

;rntl wh.rt Lrrokcrs st'e as .r tight, rt'l.rtionshiP-tl riv-
cn otfice nr.rrkct. l-ortclon, houcver, u.rr selcctccl
[.rec.rtrst' it is tl.re largest.rnd nr()\l rtpr('\cntnti\'(,
of fict' nrarkt't throtr glrou t U. K. lVh.rt cotr lcl tht' su r-
\('\' rr'\ull\ in(li(,rt(' [r)r lltr''r' titit's in t!\r' \,)ntr-
nents? This srrrvo\, lrir,\ to iclcntifv horl Intt,rnt,t
turr.,,riit'tts tlrt, r,'[. trnt,.,, .rrr,.l t,.rrrrirrg.,'l tht' kt'r'
p.1rt icip.rnts inr,rrlr, t'cl in th(' trans.rcti()n pr()coss ()f
officr.'[rro].rertics as rvell .rs thc tr.rnsacti()n process
lcngth. This survcv oi tr.r(iiti()lr.rl rL,.rl ('st.rtc c()r'n-

p.rnics ilt llostorr ancl I ondon intlicatr'\ tll,rt tho
Irrlcrrtct ,rllr,t t' llrr' r,'[,r ,'I tlrc trarts,rr liorr 1'.rrtit i-

Pnnl\ nll()t|ing thc rc.tl t'st.rtc [rrrsirress to rt'rrr.rin
c()nlpctiti\ r'.

LITERATURE REVIEW
TIr(, t r.r(l it i()r1.rl rt'.rl cst.rlt' intltr :t n' Ir.rs trcen ch.rr-
Jrtr'n/(,Ll .ts lr.rgnttrrlr'r.l .rrrti tr'thrrr,['lrrr[rit
(H.rrtunS ('.1., ct al., lt)(l()). /\ rccr.r)l litr'r.rtrrrc
rcvit,r' (l)t,rnrisi S., 20()2) sl.tox's th.rt altlrorrgh thc
Intt'rtrct lit'al F.st.rtt' I.r.rr n1.r(l(' \ignili(nr'rt st('p\ i11

its atlvcrtircnrcnt sir.lc, tlrt, tr.rns.rcti()ll pr()c!'ss h.rs

nol slt.rrt'tl tltc s.trle grorvth. Atl.rpt.rtion of the
Ir'rtcnrct, .r\ .r lrt'rr nrctliurrr irr .r tr.rtlitiorr.rl "rt,l.r
tionslripr tlriVcn" scct()r, \\'.ls slrr! in tlrc nrid-|gr)()s
[.,ut lras incre..tst'tl t'rl.onentirllv in th('p.rst fc\\'
\'(',lr\ (B.rrr'r J.,.lrr(i (;utt(.r\ Ii., 1997) I:rom tht' Itl95
orrn'.rrtls, r(!l cst.rte Wt'Lr sites evolvt'rl fronr st.rtic
hrothurt'. to corrr[rrthcrrsiro ()nlinc pr()[rcrt\ list-
ing sitt's r!ith r!riorrs iIriornr.rtiolt on thr'Pr()p('rt\;
Ior'.rtion, tlt'nrog ra phics, anrl st.rtistics lor th('.rrc.l
.rnrl fin.rllr l() Irr()cess nr.rn.rgcnr('nt sitr'\ that (r('.rtc
cIficicrrcit.s in tht' rr,orLllrrrv process .rlong rvitl.r

Irr()\'id inll ilt[rrrnration ( I l.rrr'.r rtl L)r'si gn Schtxrl,
2000; Bonrl \1., Scilt'r \1., Scilcr \1, BlaLc B,2{)t){)).

r\s in othcr ir-ttltrstrit's, \'ir\\'s \.lr\' on thc Int('nrct's
rrs(, ,]ltd inr[),]ct on the rr',rl cst,rte scct()r. Sonrt' re.-tl

est.rtr pr()[('ssi()nals bclit.r'cc] that tratlitional rc.rl
cst.rtt, C()nt[r.1r-li('s Crrrrltl not t,asi]t .d()pt thc
Int('nrct. ()tlrcrs algtrctl llrat "in thc nt'n iniornra-
tion tcchntrlogr' [r.r.rdi8n] ()f [rl.rct .ul(l sP.rce, the
cl.rssie loc,rtir.tn, loc.ttion, loc.rtion nr,rntr.t ()f rc.1l

est,rte (lccisi(m-rrr.r king is repl.rct'rl bv irrfornration,
c()lrrlrLlnic.ltion, loc.rtion"(lltrul;tc S., 199{r). In
rcc('11t \'(\rrs ,rrtotlrt'r llrougltt ltns lrocn that
"altlrotrgh rc.rl ('st.ltc is rrot vt'rv technrrlrgt -orient-
ctl, pt11p1., arc [,cSinninl] t() .l[)[)reci.ltr' th.rt tr'clr-
nologv c.rn bc relationslripr-orienterl" (l'ike I'.,

199S). Th(. rcl.rtiorrship bctnct,n broLt'rs.rnrl thc
Intt'rnet is nrtt t't'ttrtu.rllv t'rclusivt', br-rt aIlou's tech-
nolrrgt to complenrcnt thcm irr orrler to [rnrr.lrrcc
nrorc r'.rlrr.rt,lr scrr ices (l)cr inc r\.,2()()I). Bontl \,I.,
et..rl. (2()00) rrp()rt(,d thnt m()st of tlrt,[irnrs thcY
sun t't'ecl t'ither opgr;19 thcir orvrr \\'t'b sitcs or list
tht'ir propt'r1ig5 on l.rrgt,r industrv sitr's. llhile thc
Inl('rnct c.rnn()t r(,pl.rcc rcl.rti()nships, [rrokers' rolcs
rliII Iikt'lv ht'retlt'iincti as nrort' t,mPlr.rsis is placcrl
on tirraneial .rntl .rn.rlvtic scrvices (Harttrrrg (-.1., ct
.r1., 2()(l()). Ilrokrrs.rntl clicnts still ncctl to corrrnru-
nicatc l'rut thev art' nret'lirrg fact'to i.rct' lrss anci
"talking" t'lcctronicallt, rnorr'. llrokcr.rges nrrrst
clistingr-rish tht,r'r'rst'lvcs in othcr rrtvs rrr.rirrlv bv
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thcir .rlrilitv hr hclp conr]r.rnics rrr,rkt' irrcrc.tsingh'
compl('x tlt'cisiorrs .rbotrt real cstatt' (Mrxrrt' P,
I999 ).

ln tlrt'rcal ('st.tte busincss trsirrg.r cortrnton rrrrlinc

[.rl.rtfornr th.tt [urrctions (rs .r rcp()sit()rv for rlocu-
rncnls.rntl infornr.rtion is.l Vit,ll [irst stcp to$.trtl
sinrpliflillg the contpltr tr.rtsaction proccss
(Car1.rq'nlev S., 200()). Tl.tt' comlrin.rtiorr of conrnrer-
cia I rr',tl estatc's I inr i tccl t ranspa rt.rrcr' .rntl iniorrna-
tion slr.rrirrg.rs rvt'll .rs thc r'.rrictv oi tlc.rl cl.ruscs
are signific.tnt obstaclt,s t() the usc ()l .r c()nllolt
st.urtl.rrclizt'rl pl.rtIrrm 1 \l i Ics Nl., 2()0{); BL'pg.,111.111

S., 2(X)l). Consorti.r, like Cirnstcll.r tiorr ancl ()ctane,
h.rvc ['rcct-t fornrc,.l to ()\'(.rcol'l'](' thcsr' otrst.tclcs.
Althotrgh it is clrt'.rPer arr,.l morc flcritrlc for con-
s()rti.r t() nrt'rge uith otlrcr cortrp.rnies, tltr. tlral-
lengt'is to l.rrrrl all listirrgs k)g('tltcr in.l c()l)lprc
ht'nsivc anr-l nrc.rnirrgful \\'.\,()n .l ncutr.ll plnlfornt
for .rll plavers (l l.rrr'.rrtl Dt'sigrr Schrxrl, 2(l()0;
Bergsnr.rn S., 2()()l). Along n ith consorli.r, [.rrrrt.rls
h.ryc l-rcgtrn lo cvolvc Prt'scnting .r nt'rv ntt,rlitrn-t
for l.,ossiblt' [utur(' t r.ins.r cl i()r rs. Ihc ]rort.rl t,r'olu-
tion lras ler.l [o trencls tlral consolitlate .tncl glot'r.tl-
ize eristing nrarkt,ts [.rv rlevclof ing a eont[rrchcn-
sit't' l.rrocLl renrcnt [.].rtfornr serv icc, cn.rbling busi-
ncss prnctices (H.rrr'.rrrl I)t'sign School, 2(X)0).

DATA COLLECTION
Ihc rt'.rl est.ttc rl.rta uerc otrtaint'rl in 20{)1 fronr .r

survt't of c1)nrp.rr'rics in the U.S. .tnd l-ontlon/U.K.
cltost,r't to nt('ct tlt(, iolkrrlit.rg criteria: .r) rr.rtional
crr|r'r.rge in tcrms of listings.rs.r re.il e\t.ttc n$('nc\';
b) largcst rc.rl esl.rt(, e()ntpitnies in Iirston .rntl
Lontlrrlr in lt'rnts of lrrok'r nuntlrers; .rntl c) rlcll,
cstabl ishcd r(.\c.rreh .rn(l invcstn]('nt (l(,p.1rt nrcnts.
I-hc Poprsl.rl;1rp (.rll eomP.r11ig5 111ecting tlrr' critt'ri.r)
\\'(l:i rletcrnrinccl througlt tht. Intr,rnct,
f inaneial/consultinll ()rg.rnizati()ns, loc.tl ch.tntlrcrs
()f c()nrmercc ancl rt..rl est.rtc org.rniz.rtions srrch as
UONIA antl NAItI:1. This scarch lctl to thc ctmclu-
sion tlr.rt tlrt'Boston [ro[rul.rti()r'l consi\tcd ()t ten
ro.rl ('\t.rte e()n'rp.rni('\: CII Ilichard [:llis, Spr.rrrlding
& Sluvc (Colliers), I'rurlr'nti.rl, loncs l.ang [-.rsallc,
Crtsltnr.rn & \\'akcficltl, (,rtrtrb & Ellis, Insigni.r,
I'rr-rtlcrrtial, (-RESA p.rrtncrs, .rnd N.leredith &
Cr.rrv Inc. A rintil.rr se.trclr in I orrtltrrt rcvc.rlt'cl a

poPul.rti()n oi ten conr[,anics: I)TZ, loncs L.rng
l-.rsalk', CIt tlillicr I'.rrkcr, l..rnrl.rcrt Snrith
IIantPl1rp, IIe.rlv I].rkcr, IIcrrtierson, l'rurlt'rrti.rl,
Cushnr.rn antl Wakefieltl, Coltlu,'cll Il.rnkcr. .rncl
(l\/i\ \\irrltl rviclc.

l'rob.rbilitV s.rntpling (Dc\'.rus /\., |996) rr..rs st'lcct-
crl bcrlrrse ol its r.rlrrlonr s.rmplirrg principle in a
p()pul.lti(n anri its c[fcctir, r'ncss ('\'cn in snt.rll ;.rr1,-
ttl.ttion sizt's (l.r'[.t'rg L., .rnrl Kasprzyk t)., l99l).
I:inall\', rcpre\cn t.r t ivt's front four nr.rior l.rrokt'r.rgc
comp.rnics irr Boston (Ctt Iticharrl llllis, Spatrhiing
& SIvc, I'rrrtlt.rrtial ancl loncs I-.rrrg L.rs.rlle) .rrrcl
st'r'crr in Lontlon rr'sPotrtlctl to thc srrncr. (l)-l-2,
lones l..rrrg I.asallt,, CB llillicr I'.rrker, L.rnrbcrt
Sntith I l.rnr[rtorr, l lqaly I]aktr, I lcn(l('rs(n, .nd
l'rrrtit rrt i.rl t.,\ll llrr,rr, Pnrl r( ipJtrrrA (', rttrl..uri(.s .rr(.
.ur()nB thc nr()st rt,prelicnt.lliYc in tcrms of certifit,cl
brokt'rs .tnr.l rlt,.rls in t'.tch titt, intlic.ttirrg tll.lt thc\.
,rrc vcrv knorvlccl gcatrle .rbou t hoth tl.rt' nt.trket .rs
tlcll as lhe bcst pr.rctir't's [or.r pnr]rcrtv lr.)r'ls.1fti(nt.

QUESTIONNAIRE DEVELOPMENT
AND ADMINISTRATION
Ilrc tlucstionrr.rire rrrs tlt,signul to t.n[rture tl]e
r icrvs oi re.rl ('st.ttr Pr()fc\si(rn.tls rvorkiltg in tratli-
lion.rl conrp.rnics on hon'.rntl if the usc ()f lntcrnet
irerlil.ttcr ()llir1, nr.)rk('t lr.Ut\.t(ti()tr\.

An elfort rv.rs rn.rtlt' to formtrl.rtt' rlucstions th.rt
rvt'rt .t'll-crplarratort' antl rvoulti g.rtht,r nrost tiat.r.
Iltc rt,spontlt'nts' .rtswers \\'()uld allou, the lrettt'r
turrrlcrstancling of rvlr.rt thc c()mp.rnics [rt'licvctl kr
bc thc inrp.ret ()f th(, Intr.ntct ()n thc re.rl c\t.lte
o[fice rnarkel. Sincc clost'-t'nt]ctl tlrrcstions coulrl
crcate.r [-rias lt..rclirrg thc r('s[r(n]d('rll to.rnsr{cr in a
sp(jcilic \\11\; .r c()nrbin.lti()n of eloserl .rntl opcn-
t'trclctl tlucstions \\'.rs utili/cd. 'l he close-crrtlerl
(lucstions rrtltrircrl front th(' rcsp()nd!'r'tts to s('lcct
their,rnsrver basccl on .t gr.ttling svstcnt (i.e., \,('rv
\igniticnrlt, signific.rnt ctc.). Rrsponrlerrts coultl
also .rrlt1 ()tlr('r ()bs(.r\,.rti()rrs tlrey thought sigtrifi-
cn r'r t.

'I'he nrethotl choscrr for the (lucsti()nnaire.tdnrirris-
tr.rti()r'r \\..1s " i,rcc-t( )- t.rcc intt'n'icu's" (l)t'\'.rtrs r\.,
1996; Lvberg I-., anr'l Kasprzt'k D., l99l). I lorvcvt'r,
somc rri tlte rt.s[rorttlents rctllrestt.rl .td(iiti()n.]l tintc
t() c()n\ult rvith collc.rgucs irr tht'ir organiz.ttion.
Ultinratclr; for both lJostorr .rntl l-onr'lolr cont[r.r-
nics, th(' rc\p()r'tsos \\'crr .r p11)duct of nt()rc tlt.)n
()r'lr pers()rr rvitlrin the comp.tn\,.

Ihc tltrt,stion n.r irc consists of tltree c()ltccl-rtu.rl
art'.rs [r.rscrl on li tlut'stions (lirhibit 1):

.r) Corl,nnv ittlirunliott (qu('sti(nrs I .rnrl 2): such .rs
n.rrrrt' .rnrl vt,.rr of t'st.tblishntenl. The prtrp()s('is
to itlr'ntitv tlrc contp.tnr,'s cxpcriencc in the nr.rr-
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bllttlorntliott Lttt lltt nttl t:ltttt l D5t1(liou l,11\1'55 rt,trl

prrliciyrrttts (qu('stions 3 throtrgh ()): suclr .rs

gr.rtling 1.rartilil.rants irt tht' tr.rtrs.teti()n Pr()cc\\
basecl olr their rolc silinifieancc, ttrtriltgs, .rntl
tinl(' spcnt l'itlr anr.l l'itlrout tht' usc of tltc
lnt('rnct. ln .rclrlition thcr' .rirrrctl to rncasttrt' tht'
r,l if frrenct' lretu t'cn tr.trrsaction lcngth l ith ancl

rlitlrorr t thc lntt'nrtt.

t) Ifu l tln.l nf tltr lnttntt'l ott lltL otiitL tnrkt'l lt.tttt\
rk-ln),1 sl{'1,5 (questi(nrs 7 .rn(l fi): Itlt'ntific.ttirlt oI
tr.urs.rct i()n stcp\ c()n(luctcd tr.rcl il ion.rl lr' .rntl
using thc lntcnlct.

DATA ANALYSIS AND DISCUSSION

Tht'r'ffcct of tlrc lntcrnet ()n RIi()N'I u'.rs cr'.rlrt.rtet]
tl-trorrglr tht' surt r'\ s in Iloston .rnrl I-ortciott, rlhich
.rttcnrpted t() .rnsu/cr tlrt' folkrrvirrg rltrt'stiolt: //oit,
rlrrr'. l/rr' |lst,rrl l/rt lttttt.trttttiitllltrt?lr, litltt'LUttl tLIt. -

ir.qs rrl l/tr' kL'V ptu'tiiipn ls itti,ttliwl in llll, lt'it,.natiott

l,r?a('ssJ 
-Ilrc questi()n is .rns$'crccl bv tcstilrg tlrc

iol)orling Irlrr ltr, lrothcscs:

111: I ltt /,r/r',r,('l,1!1/iaa5 lltc slSttiltr'rttttr' rttlrl crtt'tlitlS:
rl tlrL'kry pu!iciptrrrls irri,rr/r'r'r/ i)t llr trnlt5n.liLtn

!2: 'llrt ltlt rtt,1r1tl.('s i/k, tiln. \lL'ul [,y kttt yLtrtit
ilnDl5 ntl L'ttalt lt',1fi alit)l rUrr/ r1ls() r11/lr(i'5 Lll('

It't tsttal iott Iltrtr'ss ['tttf/r.

Thr qrresti()nn.lirt"s thrce conccPtual .r r(' .r s .r r(' .l l1 .-)

lvr('d (lu.rntit.rtivt'lr' (tlucstions 3 throrrgh 6). l.rbles
1,2,-1,5, .rntl (r l'cre clr:r'r'lolrctl t() .rggl()mer.rt(' (1.ttn

fronr the .rnsrvrrs to tht' qucstions. Qu.r lit.lti \'(' (1.]tn

rvcrc r :rir t'tl front the tr.rns.rcli()n [rr()ct,s\ \tcp\
tlofint'tl bl the rr,'slxrnrlt'nts. 'l hc agglonrcr.ttion ol
thcst'steps n'ith eonrmertts nrarlc bv rcsporrr.lcnts
on tlre usc of lr-ttt'rrret wt'rc rtsetl .rs a velrielt' for
.1ns\\,(,ring tlrc rlrrestiotr, "Hoi| tt t lltr lltlrrttrl br
/rs('r1 1)('ti&r',r \r'rir(Jrirlt fi)r n lroltt't.tt/ nntl ils lrullstlt-
iiL,rr.' [hr'lr.lns.r( lr r] ir tlr(' lr'lt( rtl(t ( r.l r('lt,r\ ll(rl
onlv kr thc.lctunl tr.urs.rcti()n, but also to tlrc
l]rocess of \uLrnrittitlll n Pr()P('rlv for le.tsc ot s.llt'
onlirre.

Bosttt s n)eq
In tlrt' tratlition.rl nr.rrkt't. the [,roker st'cnrs to [rc
tl.rt,nrost inrport.rnl "ker'" Participrant in tlrc tr.rns-
.lcti()n [)r()c('ss pree('ding tlre larvt'cr, x'here.rs brrt-

kt,rs using tlrr, lntrrnet losc soltrt' ()f th('ir p()\\'cr
(sce 'lat,le I irrr It'.t.c .rrrtl s.rlt' pr()pcrtics). 'lltis

occttrr ioJ .r fr'!\' rr'.r\()ns:

.r) ('1)r'rsunr('r\ Iravc tht' flcribilitv to st'orclt
thI trgll 11,,' lr)lr'nrr'l l r Pr'(,[r(';tr( r \\illr',rrl
consultin$ [.rrolcrs ur]til tlrr'\' itlt'ntilr' .r [rroPcr-
t\ t Ir.rt intr,rcsts thcrr.

b) -lhc litt'r.rtrrrc rcvit,\\' .rcknoult'rlgcs th.rt
Internct .rllrru's [.rstcr tlt'cisiorr-m.rking becattsc
oi rt'.rl ti nrt. crch.rngt' of inform.rtion [.,r' al l tl.rt,

pnrtics ilt\'()lvt(i in tlre clc.rl, l.rossit.rlv cjccrt..rs-
ing tl.re [.rroker's sigr.rilic.rnct'. In ortler to rerl.rin
c()r'r'rpctitiVr, thc \lultiplr l-isting 5r'nicc
(Ml,S) porL.rls .rrc contintrorrslv t"',olving to
oi[r'r [rt'ltrr antl tltrickcr st,rvir.t's to tlrc
lc:sccsArut't,rs. I hcrt'lorc, lt'ssr't's/[rttVcrs .rre
rrrore c.rsilv cnr[)()\\'rr('(l antl arr'.rrc of proPt'rty
n).1rkct .)\ nil.rbilit\'.

kt'l

.) I).lrt ()l thc brokers' abilitr,' trr itlcrrtilv
opp()rtunilics is rcpl.rectl bv thc Nll,S

pr()Pcrt\

'I hc tinrc spt.nt bv ench ()f the "kt,v" particip.rants in
thc tr.urs,rcti()r'l pr()er'\s is.rls() pr('scnt('(l in'lable l.
('onr1.r,t1i11g tinre spurt on Ir.rc'litiorral atrtl Ilrtcrtrct
tr.rns,rctiorl\, rt's[rorrtle nts' JIrs\\'ers sh()\\' a

rlccrcasc in tir)lc spent t,r'thc broker on L'.tst'1.rrrrp-
crties'tlcals using thc Irrtt'rrrct. l his c.ul bc c.rusr:d
[,r' thr.tluickcr flotr oi irrtrrrmati()n .ln](ng [).rrlics
(n1 tltl lntcnr(.t arrcl thc nrorc stanclartlizecl agrco-
rlcnts comP.rrccl lo s.rles. Iror sak's, hrrrvcvcr, thc
[rrokcr's tinrt' irrcrr.'.rscc] rlhcn using thc Intrnrct.
()nc possi[.rilitv is th.rt clitr.rts are ustr.]llv nrorq
rlcnranrling Irom tltcir [rrt,kcrs ['cc.rust' thct use
the lrltcrncl .rs .r infornr.rt ion-gatIrcring res()urcc
.rr.rrl tht'n rt'qrrcst .rtlrlitional rcsc.rrch ironr thcir
broker, t.rkinH m()r(,tinrc Ironr tltt'r'tt. Anotht'r [ros-
sibilitY is that thc salc oI a propl'rtf is .r long-tr:rnr
in\'r'stnttnt ,uttl ltrturt' rrtr'lttrs, .ttr'.trc oI thc
Intcrnet, crPlrrrc.r numbcr of invcstnrcnt opp()rtu-
nitics \\ ith ()r \\'ith()rrt .1 br()kcr, [rt'forc tlrt'r' iitralizc
their clt'cision. 

.fhus, 
thc llrternet illi()rnls thc tuturc

[,tn,cr of nttrltiplt',rr'.ril.r[rle in\'('stnrenl 1r1.rpr1r1[1rni

tics, rllriclr ht' c.ur si rnultant,rrr.rslr t'r'.r l uatt' anrl [.ricl

on, irrcrc.rsinlg thc tinrc tlr('brok('r needs t() prc[r.rrc
rvith the a()untcr p.rrt\' .111qrll1q'1 p11rp1rs.1l for tht'
futurt'otr'trt'r.

In crarlininlS if thc lrrtcrnt't retlrrct's tlrt't'.rrrrings of
"kcr"' particip.rants in the trans.rction proccss all tl.tc
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Exhibit I
SURVEY OT INTERNET'S TMPACT ON REAL ESTATE OFFICE MARKET

I ) What is your company's name'!

2) Vlhal year wcrr your compan\ established? (tear)

-l) Identif\ "ke:-" partiipqnts ("ke)-" is identiJied as i.e., broker, lawv^er, mortgage compqn\ etc.) involted in

ofite market transat:ti(rn pr(,Less an.l stute ,heir signtrtcance bv the filkving point system:

1 .ven* significant, 2: significunt, 3: not signtficant 4: don't kntn

Tradirional transaclion (t'ilhoul I nlernet usc ) Inlernct Era Trunsaction (with lntetnel use)
Role I -ease Sale Role [,ease Sale

Broker Broker
l:wyer Lawyer

Appraiser Appraiser
Mongage comp Mongage repr

Web MLS

4) Whqt are the ke rti( i ls' earni stno ce market transaLtion

5) Whqt is the time s. nl key tc nts inw ved in o ce market trunsoction rocess l

6) Whot is the av e lransoctr)n ntcess le th?

Tradilional tronsaction (wilhout lnlernct usc) lnlcrnet Era Transaction (wllh Interuel use)
Role Sale Role l-ease Sale

Broker Broker
l-awyer lawyer

Appraiser Appraiser
Mortgage comp Mongage repr

Web MLS

Tradirional lrunsoction (wilhod Inrcmcl usc) lnlcnct Era Transaction (t/.ilh Inlene, usc)
Role [-ease Sale Role lease Sale

Broker Broker
I-awyer [:wyer

Appraiser Appraiser
Mongage comp Mortgage repr

Web MLS

Tia.ditianal transaction (t'irhout Interne, use) Intencl Eta Tmnsaclion (vilh Inlcrnet use)
Lease Itase Sale

pn rtici p.r ting rt'sp.rolrricnts .rnsr'r,crt'cl tlra t the bn r-

Lrr rt'ceives lronr l-5",, per rleal no nt.rttcr rr'hethr,r
cr.ccult'cl tr.r(lition.rll\ or vi.r tlre Inlt'rnet. I..rrvvers
.trt'I,.tirl h,,trtlr. M rtg,rgl' q q r111P.1rtr' [r,L,r ,rrt. litj.l l0
tlrc.lnr()unt oI the.rettral nt()rtgagt'. Ihc \\i'tr \ll.S
tusu.rllr'has a nronthll tec for pr.rr1i1-jp.l1ing [Troke rs
ancl thus tlocs r-rot adtl clircctlv to tl'tc consrrntcri
cost. l hcrefort,, thc use of the Int('ntct c.trt rcdur(,

costs only il thc participants spcntl lcss time tlur-
ing tlrt' tr.rns.rction pr()ccss.

I he Intcrnet's inlpnct (nr lltc me.trr lcngtlr of the
tr.rns.)ati()n pr()cess is pr('s('nted in T.r[rlc 2. Iirr
lc.rsc p11rp.r!'11i('5.1 rt'tluctiorr of l9 tlat's w.rs founcl,
rvhich rcl.rrt.st.nts a 22"i, rctluction in tintc lerrgtlt.
llol er cr, for s.rle |rrofrcrtit,s the nre.tn recluction is
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Sale

7) Please i<lentifi all the transaction steps of a truditional rtffice propern' tunsu<'t 
'n.

8) Please identrf; all the steps of an <tfice propern^ ffans.tction carried out *.ith the use of Intemet.

[-ease



Ihc qtraliLrtilt' scctiorr of tltt' sunct clut'stions 7

ancl ll (lirhibit l) iclcnti[icci 2-l ste]rs in .r tvpicnl tr.r
tlitional lo..rst' tr.ins.rcti()n (lable l). Accorrling to
rt'spontlcnts, thc usc oI tlrc Irrtt'rnt't e.rnn()t signili-
c.rntlt' rt'tluct' thcsc stc;-rs. lhcrc .rre s()rn(' ('\c('[r-
tior-rs, strch .rs.r "pr(rp('rt\' \\'.rlkthrotrglr," tl'lrt'rt tht'
Intcrnct is ust'cl for "r'irtu,rl tours." ()tlrer stt'prs that
nright takc It'ss tinrc .rrc t.tegot i.r tiolrs, le.tst'
rcviervs, .rntl lltc constructiott otcrt'ictr'. Usirtg tht'
Internr.'t (i.c., t'rlail, ch.rt ro()rtls) p.lrticiPJItts c.llt
c()nlnrunic.lt(. inrmc,.li.rtolv at.rout ehanScs, thcrcbv
tlccrt'.rsin1; lhc tinrt, involvecl in the tlecision

Procc\\.

I'hc Boston restrlts r',rliclatt' tlre tirst hr'potht'ris that
the Int('rnct rt'tluccs tlrc signi[ic.rnct't,f tlrt'kev par-
ticip.rrts. How't'r,er, llrt'\'tkt rtrtt vllitlate the sccotrtl
p.1rt ()f tl1(,hr'pothcsis rctcrring t() tltc p.trtici[r.i!]ts'
e.rrrrings. 'lhc first p.lrt of tlrc scc()nd hvp()thcsis.
rcrlucirrg thc tinle spt'rrt lrv kcv p.rrtici[r.lr]ts \\'.ts
\'.1liclnt('(l rvitlr somc ercelrtions, .ts u.ts tht' sccottrl
pnrt ()t tlrc tlucstiort r(,ferrillg to rcrluccd lr.rns.tc-
tion lcngth.

London sun)tll

ln thc lr.lditi()n.rl nrarkct, thc brokt'r scents to [rt'
thc nrost sigrrific.rrrt p.rrticipnnt in thc trans.rction
proct,ss tolhrrvcr.l [,r' the l.rl'r'cr .rtrtl thc appr.li51'1
rlho.rrc e(lrrnlly sigrrific.rrt for le.tse arrtl s.rlt's

1'r1e1.r1,11i(':i (l.r[]lc {). \tith tht' Lrse oI thc Intcrnct tlrc
[,rokrr sharcs thc sarrc signiiic.ltet' rlith thc \\'c[r
MLS [or lcast' .rntl s.rlcs pr()Perti('s. Brokt'rs .rtrt]

l-ablt' l. Ke )antcl )ants r'()lc in arr otllce erl\' transactiolt in Ilosttttt)t'

.rppr.list'rs arc thc kcv pnrticip.lrt\ tvltosc po\\'er
rlecrcoscs \\'ith lnt('nrct ttsc. Thc rr'.rsonr for this
.rre thc s.rnrc as in IIrshln. ()nc atltlition.tl r(\rs()n i\
tlrat tht' .rprpr.lisL'1s' \\'()rk c.rn [,e [',artiallv strl.rstittrt-
ctl 

"'i.r 
the lntcrnct (i.t',. cstirn.rti()r'l o[ propt'rtt'ritl-

tues [Ta.ct] olr othe r propcrtics listt'tl onlinc) .rs in
thc c.rsc of [rroktrs, l'hiclr i. a signific.rnt tlificrctrct'
conrP.l1(,11 to thc U.S. rrrarkt't.

I-hc tinrc spcnl lrv t'aeh "kt.r " pnrtieipant itrvolvt'tl
in th(.trnns.lati()n pr()ccss is.rls() prcscnte(l in T..rble

1. r\ ppr.li1.;q.1.' t inrc rlt'cre.rsr.'s bu 1 [rrokt'rs' irrcre.rs-
cs bv 1",,. TIr('inrp.rct on .r[r[rr.riscrs is nrorc sigrri[-
ic.rnt lrrc.rust' thu' a rc esti nratir']$ pr()pcrt\' \il lu('\.
f hc I ntt,rnct lrrovitlt's iniornr.rtion .rbottt (1)nrP.r r.l-
ble l.rropertics for frt'c, rvith tl.rc click of .t mttusc
.rncl l'ithout irrvolr irrg.rn appraist'r rcquiritrg.r it'r'.
()n tltc otl.rt,r h.rnrl. tlrt' [.rrokcr's tinrc .][)[)c.lrs t()
incrr'.rsc br' l"i, lrossiblt' lrec.rust' tlrey must [Tc

.rrr'.rrr' of tht' errntinu()us inl()rDr.rtion florr' .rr'.ril.rl-rlt'
fronr the Inl('rnet.

'fht' rt'spotrrlents' .rns\\'er\ shc'tltt'r tht' ltsc r.ri tltt
I ntcrnet rt'tl trcr's tht' t'.rrnings of kt'\' pilrtici [).1nts i11

the tr.rrrs.rctitxr Pr()ccss is presented in fablc i.
r\nrorrg tht,se pnrticip.lnts the [rrokt'rs' .rrrl
.[r[rr,liscrs' (\rrnings rlccrc.rsc [rt' 2.5"i antl 0.25",,,
rosp('ctivcl\; rlhcn tlrcv rrrc tht' lntcrnct. Clit'rrts
.lrc r'ro\,\,awdre of n]()rc r(,s()urccs ir'.ril.rble kr thcnl
ancl tlrc brokcr, nraking tlrcrr nrorc denr.tntlirrg
.rntl in lcss tinrc. ln gcncral, lnt('nrct usc rcduees
clrnirtgs (lnlv f()r th()st' pnrticip.rnts n'lro sl'rt'ttti
lcss tinrc ()n tlrc tr.rns.rcti()11 pr()c(!\\. In .l(lditi()n,

thc \\'cb N1l.S usu.rllv h.rs .r nrontlrlr fec for thc p.rr-
ticipaling lrrokcrs, u'lrich clocs ltol atltl to tlrt crrn-
sunrcr cost rlirsctlr'.

lntcnrct's irIP.rct on tl-te mt'.rn trnns.rcti()n pr()cess

lcngth is prc:icntc(l irr T.r[.rlt'('. Frrr lc.rse propertics
.t rt'rluctiorr of 20 tlavs is iouncl, rr'hich rr'preserrts

'l'radilional process

t "rue ,t;al" Leasr Sale

Tirn. sp?fi,
Inlcr (t era process
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l5 clavs th.rt is onlr'.r l()",, rt'cluction in tinrt'. l'hr.'
rt,spontlt'rtts aIso itrtlic.rtctl a 25",, r.lt'crt'.tsc in tlrt'
pr()pcrtics for lt,.rsc tr.rnsactcr'l in 2 trrontlrs rrr less.

ljor s.rlt' Irro[-rt'rtics tht' tlecrt'.rrt' is I lrt' s.rntt', [rttt ior
propt'rties tr.rns.rcte(l in .1 nronths ttr less.

;iignif/,.oflc. of inroh'"R.nr 
I

ja:ll-,. ;"..'"t:,::-'l
I I
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a 39",, tinrt. lcngtlr rctltretion. I:or
s.tlt' [11rPL'11i.'' tlrt' ntr'.rn r('rlu(li Ir r*
ll. tlavs, onlv a 23",, r('(lucti()n. It
.rls() nppears th.rt lntcrnct trst'reclrrees
l.'r' l-1",, the tr,rns.rcti()n tintc for lt'asc
pr()pcrtirs tr.rrrs.rctt'rl in I rlonth or
lcss. Iror sak' propertics tlrt.clccrtirst'
is tlrt' s.rmc, brrt for propcrtics tr.rrrs-
actetl in 2.5 n)()nths ()r le!\.

Irt ternrs oI tlrc qu.rlit.lti\(, p.trt, (]u('sti()t)\ 7.ln(l lli

([xhibit I Iat',1e 7), sonre cou]n1r'nt\.rr('prescntcd
[',.rsctl rrt rcsPontlt'r'tts' .]ns\\'crs. I'.rrts of tlrt,trans-
.rcti()n pr()cr,\s .r rc taci I it.rtt,tl vi.r thc Intcrnct .rlI rrr
in13 .r sm.rll [rut not signiiic.rrrt clccrt'.rsc in thc
It'r.rgth of tht' Prttct'ss. Tht' rcs[.ronrlcnts intlic.rtr.ri
th.rt th(' ,tctunl tr.lns.rcti()r'l st('ps ,rrc not rcrlrret'rl.
I lon't'r'c1 thcv ust' the Intenrct ior t'-nrail, tluickcr
c()mnr rr rlic.l t i()n bctrvr,crr Partics antl 't'ttirrg up
p.r !is\\'( ) rd -p r( )tcctctl eltat roorrrs on the [rrokt'ragc
con'rpnr't\"s nt'trvork or orr other nttrtu.tllr' .rgrt't'tl
\\t'b sitc (c\trnncts). fhcsr' tcchniclrres allol' r.li\-
aussi()n .rn(l vicn'irrg pl.rns, ctc., .tchie",ing tr.rns-
p.rrcn( \ ()r r]lonilrrring oI info I.ttioIr trctrvt,t,r'r
particip.rting r)rcnrb('rs.

Strurce: CB Richard Ellis brokcrs

(-onrbirring thc rcstrlts oI thc Lorrtion strrver, Iltr
\,ln], l't\ [)r,tl](,\r,r .r\ rr) B \1, \rr rrt.rr. r.rlitl.rlr,,l. I It,rt
is, rcsp(md('rrl\ s.titl tlrc Inlr'rnct recltrccs the signi[-
ic.tncc of tht' ker' P.rrtici1.r.u1ls, bul lr()t tlrt'ir e.rrn-
in1;s. Ilrr:ir linte con\unrr,(l is rt'cltrcerl rrith ont'
c\ccptioll, .rnti tht' tr.tns.reti()n lr'ngtlr is also
recltrcr.'ri.

Table 2. Transaction ess time months in Boston

Table 3. Traditional transaction ess stc for lcasc ies in Boston

CONCLUSIONS
TIris sttrriv srrn't,t'crl vie\\':i ()l rc.rl cst.rtc [rro[es-
sion.rls orr llrc lnt(.rnet's intl.ract on thc llcal llst.rte
C)fiicr' \l.rrkct (l(l:Orvrl) in Bostrrn .rrrcl [.orrtlon.
Altlrrrugh thc sun'ev w,.rs conrluctecl .rnr()r'lll v.rri-
()us r(!l cst.r tL' l.roit'ssion.tls .rnrl rtot onlt' trnrkcrs,
tht' partieipating crrmp.rnics rlt'rc brokt'ragt' .rncl
ir'r\'(.\tnrcnl firrls, rvl.rich nright havc irrflucncctl tlre
brokers' scl f -imPort.rnct..

Tht' results for troth citit's irrclicalqtl nr()r(, c()nll()n-
.ilti('\ th.ln (liff(,r('nccs in the Intcrnct's inrp.r11 ,r",
tht' I'lllOM. 'l lrc lntenr('l .rffccts the rolcs o[ the
tr.r 11s.r cti( )r) p.rrticip.rnts, r'spcci.llll brokt,rs in ['roth
citics.tnrl JP[rr(]is('rs in l.6tttlqtt. lt is i()rcing p.rrtic-
iP.rnls to retlefint. their nrlcs, fronr irrforn'r.rtion
pr()\ i(lcr\ l() str.tteHists for risk rrtluctior], t()\\'nrd:i

.r rrrore know letlgt'.rtrle .rur,lienct', thus lt'.rcling to .r

tr.rrsf()rnrJti(nr ()l thc rr'.rl (,state brrsiness to retrr.rin
c()nl [r('titi \'(,. Horvcvcr, p.lrticip.rnts in(l ic.rt(' tlr.]t
tlrc lntonr('t's inrp.tl'1 6p thcir carnings is currt,rrtlv
not .LrLrst.rnti.rl .rnrl thcrt. is r-ro ,retu.tl retltrclion ir-t

tlrt. ntrnr[-rr.,r oi steps ir-r th(' tr.]ns.rcti()r'l [rroc('ss ()r

the linrc th(,\' c()r'rsrrmc closing .r rle.rl. Ihe ust'of
Intcrnct in the lt'ngtlr ot thc tr.rns.rclion Pr(lccss
inrlir.ittes.r rlean retlrrction bv 22'li, for le.rse prop-
crtit's .rrrcl I0",, [or s.tlt' pr()pcrtics irr Boslon.
Sinrilarlr; in Lonrlorr tht' Intcrnt't rrse rt,rlucctl thc
lerrgll.t of tlr('tr.urs.rcti()r'l lrrocrss for lcase 1-ro1r1'1-
ties br'39",, .rntl krr s.rlc prop(,rtics br' 23",,. Ihc

Traditional process Irrlcrnel era proccssMonlhs
kase Sale base Sale

I 257c
1 5O7c 501c

25%
4 25Cc 25' 25Eo

4.5 25% 25%
6 50% 25%

l. Client contact 9. lnitial space tit plans 17. Negotiate lease
2. Client pitch to get hired 10. Countcr proposals 18. Finalize pricing for tenant work,

pick general contractor
.1. Client rctarned t L Final choice 19. Sign lease
4. Prepare survey 12. Final ncgotiations 20. Oversee construction (some cases)
5. Propeny tours I -1. L€tter of intent 2 l. Coordinate move (some cascs)
6. Request for proposal 14. Detailcd spacc planning begins 22. Punch list (some cases)
7. Evaluate proposals 15. Draft lcase rcview 23. Furniture installation (some cases)
8. Detcrmine finalists 16. Pricing of plans tbr tcnant

construction
2{. Move (somc cases)

JouRNAr ()[ Rr,Ar EsrArF P(]Rlrolt() MANA(;t,\tENr, Volunt E, Nuttrbar t'our,2002 l16
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Table 4. Ke nlcr nts'rolc in an olfice ro en transaction in [.ondon

Table 5. Eamin ol transaction

Table 6. Transaction ess tlmc months in l.ondon

r()cess anlcl anls in l,ondon

Table 7. Traditional transaction rocess st s for lease flies in lrndon

rcclucli,.rn in the total timt'k'rrgth, rvhich scrrns to
contratlict thr,' limitt'rl rctlrretiorr in thc tinl(' spcrlt
bv tht.kcv p.rrticip.u)ts, is tlrre to tlrrickcr clt'cisions
nraclc bv thc ox,ncrs.lnd sp.cc st't'kcts.rs w't'll .rs
tht, tltricker tlissenrination of inhrrnr.rtion .rnrtrnB
pnrticipnting pnrti('s.

Ihe Inlernct is currcntlt rrsetl itr the Illr()\l as.t
listing scrvict,(i.e., lrxrpnet etc.), a r.rpir.l itrfortrta
tion-g.)thcring nrctliunr (i.t'., .rrc.r/eity ittfrrrntatiorr

f()r investnrt'nt opporttrnitics & risk asscssrtrt'nt)
.rrrtl .r conr rlunic.rl i()n t(x)l .rm()r'lll rlenl p.lrticip.rrrts
(i.e., cm.ril, ('\trnn('t ctc.). fht' ncr.t step Ir.rs lrt'cn
.rlreaciv takt'n u'itlr the t'itort kr rlcveloP.rn onlir.te
tr.rrrs.rctiorr pl.rt[ornr. -\lthirugh (r)ns()rti.l (()al.rn(',
C(nrstcll.lt i( rr1) lravt' trietl t() intr()(iuc('suclr .l pl.rt-
fornr tht,r'h.rve rrrrl bcclr t'ct strcct'ssfrrlantl [rrokcr-
.lll('c()mP.rrics sr'r'nr rcluct.tnt to arlopt thent. ()nc
nr.rirr rr.rsorr is that oiii,.r.' pr()pcrtv tr.111s.r(ti()ns

c.rnnrrt bc c.tsih starrtlarciizccl [rt'e.rusr.' Ilost tlt'.rls

Si pni lic a nc e o f i nvo lve rn c nl nme spenl
Traditional proccss lnlemel cra processTradi(ional

process
Intemet era process

Sale [Jase Salc SalcSalc [-ease

3{c(5Olc 50c. 3l% 33Cc 33 -1.17. 31%Brokcr
33C.t1q. t17c 50c( 50c.Appraiser 25% 25C.

t1c( I lVc I l(/c25Cc 25C( t1% l7Ic 117clawycr
Mongage comp

22Sc337. 33Cc 22VcWeb MLS

'Iransqclion vith Inlernel useParticiponls Tto ditio na I I ra ns a c I i., n
Salcs[-eascs Sales bascs

1 .5ct L51(B.okcr 5- t0% l-5q(
1-{'t 0.5-17Lawycr 3-1'/t 0.5- I 7r

25-O 57, 25C,Appruiser 25-0 5% 25-0.5 %

l'/( tc(Mortgage company

Inlernel era proccssTraditional process
Salc Salc

Monlhs
Lease

bss than I 40q(,

$q(I 66q
20c(l,ess than 2

3lC. 2OIc 60"/.
201(2.5 331t

t77c
--'itc, 331,

.l
.1.5

8. Terms of biddingl.Client contact
9. Bidding
10. Choosing s€lectcd party3. Agree fees
I l. lnstrucling solicilors4. Due diligencey'understanding the product
l2 Reviewing agreement terms5. Market research
I -1. Exchange contracts6. Marketing material preparation

7. Viewing/inspection
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lrease

Paniciponls

Ilase

337c

[-easc

2. Confirmation of instructions



.rrc uni(luc \\itlr (lificrerrt (.l.luse\ .tnd e.Utn()l [rc
dcscril.retl bv one sinrPle fornr.rt. Honcver, lhc
effort trt.trle lo rit'rt'loP .-tt't ottlinr.' tr.rns.rcti(n1 pl.rt
frrrnr irrclic.rtes thc rvillingness to rrtilizt'also thc
lntcnr('t to f.lci lit.rt(' tluickcr .rnrl c.rsier r('.tl esl.rlc
tr.lns.rati(nrs in thc trrtrlrt' \in]ilar t() c-r('t.ril.

flrc rcsults inclicatt, lhat th('Intenrct nr.rv t'nh.rnce
tlrU tr,rrrrat li,rn pr(,(i.\\ lr.rr)\P.lr(,tr( \ .lll]r'n[ ]\.lrli\ -

ip.rnls \fith th('use ()t a c()r'nnr()r'l onlinc pl.rtfornt.
Ilorvcrcr, this e.rrr rroI [.re .rccontIrlishr:rl iI pnrtiai,
pnnts' suclr .rs brokt'rs, I.rnvcrs, antl (rppr.tisers
inconrt, is tlr r(',ttL'n(,(1.

Appendix
InNlt!,. nr(,.r,r lr,rllrtr,,rrrl ll.,r'.r.t,,rr l,,,,.frrr,i, lr.,\ t,r,jt\'rrr!\rr
r -'L)I:..1 L,I:.I.Lr i Is: nr,,Ith.,,r.r1,pr,,rrDr.rr,.tr \i..t.r\. t1r,

nrlrn lrrrr'i(li(rr fr(\r'.,,',rr! thf lrl(,nrel .
l lr l:,1'lr it.1'(r l . l li Ir,rrth, ,,, r,; 1 J.r\, llr.r.rr,r,. llr,, nr'.rrr
\rirht,\l 1'.,f-.,,t,,,, ti r( ,,, f ,]\ rr,,. r,,, 1(.,\' . i,l ,r,,,,ilr-,,1
.rlr,iut l'/(l.r\. lh, rr,in,t,lu\tL',r,,,rh,,fr,,t\'rt\ tr.Ir\,r\lr!D tlIr(.
l.rrSlh Ls l\r,3(r I ll'
IrL\t',,,, nr!,.rrr rr.,,t ir,{r.rl It.rf..r.rr,,,, 1,r,,.i., 1,,, ,.rlf t.,,,ltrtrf. ,

,.'1r r. l'lrli-1i L :: : llIr,,Ith,,,r .rtfn,\||,rt(l\ l-l,i.r\. llr,
nr.rn tr,rr-.rti,irr fr\r''. Lr',,,[ llr l,,l, r.l r.
i,'rr 1s..1 :'I li..l'll : I r.l nr,rrrh, ,,r I 1() Ll.r\. tlr(.r(.rr)r, tlrf nr.,jrl
$tLrhl(,i lr.rn'.r,rr,rrlr,nt !,1 lirLifrrlL,\ r,r .,rl( r.Lr :ni,,rrlh.,!, li
,li\' Jlr, nr.in r,\lLr.ti,rr,,r tlr. 1,,,t\',t\ tri,r)\.,rtr,I I rrr, l,r:(tlr r.

I ,DJ,,f . Dx,.rr rr.,,ijtj(,).!l r,.,,r..r(l ,,,, flL\,.. t,,r l(,r.t lir,,l\'rtL,\ rr
r'Lr l:.r. L l:'l Lr'n, |:r\ rrrlh.,,r.rppr,,rrr|.rt]r ir,l,r\. Ih
nx.rn lr.rr\.r(lrrr fr,\r.. U.rrr lhr l,rli rr(l L'
l'lr.l,lrlrl,();11).1 I1)sn), ,rlr,,r.rll,r,,\rrr],rl,l\ rl(1.r\, lhrn.l,),,.
tlr. nr, ,rr \.Lrhlt,l lr.rn..r\ lr,,r, lLtrr(. ,,1 fn,p{..1r,.. r,,r 1,..r, r. Lrh\
.rr,ftl).,,r.r[,,,ut ]oLl.r\. lht xr..lr r,\l1,Ltrt,|,n rh. f,,,t\ rt\ tr,U,.
.r.lL()n rrr,. lfn{tlr r\ lr) ir:l I .19',

I,,nll,r,.nrr.rnt,.,Jrl 1,f., r , . , , , \ , r , t , , , , , ln\i,, r,,r \r 1,. t.r,,f( rtr(. L.

l rl :1.: :.11 rr- r 1.1' ii : rn, fr!Dth. !,r .rff,!,\ |.rrr \ \| (l.r\. llr.
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ffi,*.#FiRC Industry Outlook: 2003
" Dawning of A New Era
ftrover what's in store for real estate and the

f,fib annual forecast repod offers solid researc
Flnelysis, reliable investment criteria, as well

as all the latest trends.

economy in 2003.
h, thorough

)

v
lN TODAYS REAI FSTAIE MARXET. s!.cess can be nrr.,sured n whal yo! know

Ard n where !o! {et tour nfornralron

We rc the Appr.lrsal nstrtute. thc profess onals rn real estale va ualron. And

were rh(, largest pubrshrr of valui)lof publ(.illrons I the world. we cover the

!ralerlrolll rn professrona !.ll!alon le\tbools fronr npprasa lernr no ogy and land

!i ualron to valualron rn lrtrg.rlon n|d valual on modclrng

Eoons arenl o!ronl! sourceol lnowll,dA(i TheApprasa lnsltute publshes

fhe A2t,tatsal lorrnal, lhe prestr8rols lournl on the practrce irrd theory of va ua

lron. Wc i)lso puh sh yalr/alro, hsilhts & Pcrspect,ves. our quarterly magirz ne for

r,lorrrt'd real eslnlc profuss ona s And. oi course. Appraise. Nerrs O/)/rr)., keeps

rea eslate profr.ssrona s uD lo dale on current rndustry news.

rcliable source of independent, unbiased real
estare research. llake sune you know what lies

ahead for you and your company in 2003.

RERC Industry Outlook: 2fi13 availahle norr'.

Order your copy aodry by crlling RI:RC
rt 319352-15{X) or E-mrll us rt rcrrf, rcnc.com.

RERC is the real estate industry's most

REAL ESTATE.
RESEARCH
C OR POR ATION

Experience. lntegrity.
r

) owledge.
,

I
APPRAISAL INSTITUTE MEMBERS ARE RECOGNIZED FOR THEIR KNOWLEDGE

To recolve a f.ee CD Appraisal lnstltute dlrectory of deslgnated SRA, MAI
and SRPA m€mbers, call 312-3354140, vla e-mall at knowledge@

appralsallnstltute,org or vlsit our Web slte at www.appralsallnstltute.or g.

{ppraisal
Institute
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New titles from the

RICS FOUNDATION

Policy-mokers ore yet to estoblish cleor meosuremenls,
or indicotors, of sustoinobility performonce. The
estoblishment of these indicotors presenls businesses with
o unique opporlunity to influence ond benefil from lhe
susloinobitity ogendo.

Red Mon, Green Mon exomines currenl opprooches to
performonce indicotors for urbon sustoinobitity with
porticulor reference lo the property ond conslruclion
industries. The reporl recommends thot businesses must
engoge oclively in lhe susloinobility debote ond outlines
possible sleps componies con toke lo ploce themselves
ot lhe forefronl oflhe movemenl towords urbon
susloinobility. The oulhors conclude thot this will nol only
beneftl quotity of life in ond oround urbon oreos, bul will
olso give businesses o commerciol odvonloge.

Poinling the Town Green is lhe lolest report from the
RICS toundotion on p€rformonce indicotors for urbon
sustoinobility. The study, writlen by Americon orchitect ond
urbon plonner, Anindilo Mitro, reviews lhe exp€riences
ofseverol US urbon sustoinobility iniliotives. She poys
porliculor ottenlion lo the Sustoinoble Seottle o nd
Austin, Texos initiotives, uslng her findings os o bosis
forsuggeslions for the improvemenl offuture indicotor
progroms.

One of the moin recommendolions relotes to the use of
indicotor resulls lo drive chonge. Milro discovered lhot
progroms somelimes foil to tronslole their 6ndings into
policy. lt is essentiol thot such obstocles ore overcome if lhe
reol volue of indicotor progroms is lo be reolised.

!o rrr I urtrr uen

ht,BUd-B

1

Rcd ilon, Grccn llqn r ...,..,.u ,:: 1,,,.n .tc' ,r,, , ',.t .1r..rnr

lo,'r= C,:, )q,r.1 !*l ir.:r-1 i,',.r1 ThLr'fol r.,:cd,r r,

t IZ ()? oso oroi obe n;-rrrnlfr,tm v,',",, rv rcsbo-,ls c,:m

T

Pairtrg tE b,!n g/€ert

Pointing lhc iown grccn . ir r,,., ricii-rur'.:l,rrr,:r ,r.:t nr lro
Alr' ,l to ,4"/r t,o
i li o i,r u,orlobi'r l F,lnl Ir,--.rr ..,..,,^. r c:,1,:-::ls ,:nr

a

l

r5t RI,^r EsrAl l lssu|s, Fall/Wintr 2002

www.rics-foundation.org o +44(O\20 7695 1568
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Are you prepared for leadership
in the rapidly changing
real estate industry?

An intengive edrrational pognm frr rral cstate and senior marnagers
tn g devclopers, owncrs, finr;rcier:, and c.t tc Professionals witfi 1 5-25

of operience io tfie irrdrot y. Partici

including Alan Altshuler, And
en, Alex Kricger, Martha O'

n&h"d Peiscr, Wllienr Poo i Segel, taichael Tushmen, and will{ih
Charles Shaw.

I

r€w

"!Vt.t rn cxperience!
lncrcdiblc professotl,

hi-risc
loper,

planning,
and
decisions."

uP

dessmates a
global

gr!t
B€

!

{

T
a

)

.ir

q
a.-'- rI

ffiIII a a
AMDP is a six-week program with two-week summer terrns in July 2003
and 2004, a one-week winter term in February 2004, and a sixth floating
week of Harvard Design School Executive Education elective programs
leading to a cenificate and full alumni/ae status at dre Haward Design
School. Program details and application are located on our website.

\tR Esrnrr

l,
a

Harward Design School
D I P

I

"Grcat lcenriJ
g."at peoph .l
rt was dctnall
worth it.' I

-losc Quintrd
Sonae lmotrilil

[,rr \ ,r,1rrrrss,,'rr ,11.P1 ,,11 ,,11,, ,r, ,1tre trt tr,t'rr.rv ]S. lt)l) i
t rrr,r1 .ryrlrlr'.rt ,,rr ,lt,r,ll n,, rr Aprrl 7. J{){) I

.\ll ,rl'l'l ,,rtr,'rrs ,r,, r(.!r, \\,,,1 .,rr ,r ,,,11 nLl t',r.r'

Han ard Dcrign School
Office of Execurive Education
'1033 Massachusetr: Avenue, Sr.rire 544
Cambndge, MA 021 38
Phone:617.496.6164
Fax:617.496.0297
http://www.gsd. harvard. ed u/amd p



[)ur Puryose

0ur Values

0urAspimtion

Real Estate Counselor

Real Estate [ounseling

Counselor ol Real Esute (CRQ

'lir advance, crrltuncc untl support lcirricrs itr the lleld of rcal

propcrt)' advisorv scn'iccs.

I ntcgritr'. (lonrpctcr)cc, ( lorrrnrurritr,,'lirrst irrrtl ScI.\,iec

'lit br'thc real propertv orgartizirtion the bcst in thc inclustrv

.()r'l'rpctc to ioirr br':

1 scrving as a critical rcsourcc that enltanccs n nterrrbcr's

capacitv to provitlc r:rpcrt cthical rc.tl propcrtv atlvisorv
sc rviccsl

! provirlirrg il supportivc crtyirortrncnt lirr prolcssional
tlcvelopnrcnt and collcgiality; ancl

I sclcctivclv conli'rrinrr ;r rlesiurr.ltir]n l hich tirrthcr lirliclatcs
a ntcnrlrcr's atlvicc and rcconr nr cn rlir l iorts.

r\ rcal cstirte corrnselor is an arlvisor rvho brirrgs n broacl rarrge ol'

rcitl cstate exl,cricncc irnd tcchnicll c()r)rpctcncv to itssignnlents

lirr clicrtts. \Vhilc objcetivc irr .rnalvsis, the courrsclor dirccts
his/hcr cllirrts torr,artl thc clicrtts'bcst intcrcsts t[rrouuh cvillu.rtiotr
rtl'optiotrs, adrrrcitct' ol the clicnt's irttercst .rnrl/or dcvekrPntcnt ol
irpproPriirte st rirtcgics.

'l he act of providing .rtlvicc or guiclarrcc to clicnts rvhich

signitic.rtrtlv itrrp.tr;1r 1l1gi1 real cstrrtc rlccisiptts. Suc[.tclyicc Irrust

be rcndcrcd solcly firr lhc use of thc pirrt)'(ies) rccciving thc

,ttlvice .rntl rvithorrt pcrsonal bi.rs nnti/or corrllict ot- intercsl.

Llnlikc nr.tnagcrrrcnt, irppraisirl, or brokr.ragc, counscling is rrot a

rlisciplinc but a proccss.

'l hosc tlcsignatetl a "(.orrrtsclor of Ilcirl Estate" (CIIll) arc

rccoqnizrtl bv thr:ir pccrs as h.rvinq consistcnllv tlcrrronstratcrl

tlrc hrglr.'sl lcrr'1. ol krrowlerl6e, cxp('r icr)-c, (r)nll)clcr)c\', irrtcgritr,
.r ntl jutlqnren l.

*
CRE CdLINSELoRS*REALEST{TE

For menrbership information, viJit www.6e.org or cofltact us vio e-ntail at infooee,otg
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Conference Hlghllghtr
/ 20+ Iimely, Leading-tdge Sessions:

llh.t &c Thc t!.rhr: Doing?

/ 4 Mega t€ssions: 8rot.r.ge, ltllyo nan,
(orpor.ta Rtal tJtata, Pro?ad, il.nagarn.lil

/ EdrlUt [ho? rYith the lcrdlng and

llon lnnov.dl. Prod[B ind S.rYk t
/ lnnor.tlon shfixa trpo

/ ouh Icdinoloft Sltorort

/ lrtcllgrnt lolld4 Prrflion

/ lhn&{n lr&tq L$
/ Prcp.rtr lcir of otkigol tort

Strte.(,,-Ilrdrt and ?rottdl. ldfttt
/ f,.al Eiral! occr..t llnaeil

afld ln ghf Ll
/l.donrlUthlrtc
/ smgk hrdrrq Ldntr. lrgrlld h.rc,

strdads Gmry, tlrr G.utpi

/ O,lrtlld fa..d.g:(l1(cmrrd 6dr,
m f.gbrd, rrr&l ltol

E

Join the leaders in the industry
,1 , I r ' rrr",, l,;,;' ',' 9n6g a year l.r One
place':, discover discuss,analyze r rdebate
'' j,.r".r: . .. .. "'i r'f j...,,

practice ,r, : Lr,, Csmmg76i3; Real Estate
'' it r. Realcomm!

RegionalAffiliat€s:
A(BR AIR,A RIB,(AIV (AR (ARNM,(8A

MN(AR II(AN W5(AR

Proud Platinum Sponsor, (.=--
ln Partnership with: Ur

National As5ociations:
Appra,e nrt(ur.. AlA. ALTA. (i lU (MsA (orrNer6lobdt.(nt (RtW lerwo*
tlAB(l USA lRtM.MBA.IAR trARt I.Ft(t Rt 5l0R (o founder, WTI

Save The trlate
JUNE 4-5,2003

NAVY PIER, CHICAGO

re0lcomm
Th€ Commrrcral Rral trtrl.

8u1'nc!1 Solulroni.nd I.(hnoloqy Contcftnct

5pl0(l"Promo Req6lrdl on',lnd enter (oie K0l(Rt

lnformation: 949.589.0115

infotdreakomm.<om

www.real(omm.com
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Rsar Esrers
ISSUES

Sub s crip ti o n Info rm ati o n
As thr.rtlage got's, "the only constant is change," For 27 vears,

I{t'.r I Est;rtc lssues h.rs bct'n a constant sotrrcc oi ide.rs, insigl.rts, .rntl nrethotls,
assisting intlustrv c\pt'rts in r.neeting thc cl.rallcrrgcs of a changing nrarkt't.

Why not givc the gift of a I{EI strbscription to a colleaguc or
brrsiness .rssoci.rtc? Renl Estntc Issrres publishes four times per year

(Sl.ring, Sunrmcr, Fall, l{intcr). ['l.rce t'our ordcr t()r].1\'!

Order qour siugle copits & subscriptiotrs ltalotL, or onlirrc at :a.1lr'zl..cre,LrrS

Qtt/

_ .Srrrti tirlir'. (, S15 / r s/i4,l,rrrr 5.1 ti.S.; St, lir1i'11r1). \irl. (l-17) ; \o. (l-l)

S/r/,.( f4,lrr),r i,r.(\r JI rt.rrS.l8(J isstrt's)
f 2-ve.rr $80 (li issttt's)
i-13-year $96 (12 issu('s)

l-r1/ /i,r'li,r'r'rgrr rutl tit,.ulht .lrirl, rrl srrlrir Ir|/ir,rr t'rtlr'r

('lrct k cnclosttl lrrr 5 yttyrtblc lo l/rr' Crrrttsrir,r.s rr/ li rri Es/rth'

('h.rrgr:5 to: J VISA U Nlastt'rC.rrrl U Anr.l\p.. I I)iscovt't'

(.r r(l Nunrbcr l:\p. l)ntr

\ltrl l.llll r(

Nnnr('

( {)nrf.rn\

r\tlcl rt'ss

( it\,/Stnkrlip

Iclcl,hont'

ORDER By: 1). ruab: uuitcrr.'.ory; 2). pltottt': .312..12!).8127; 3). y'l,t: .l 12.329.5S81;

1). mail: TJrr' Crrlrrst'/ors o.f llL'nl l.:talt, J.30 ,\. r\litJrr,qrlrr ,,1i't'rrlr', Cltir'rrtrr, /L t',0bi i
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