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The Effects of Information Technology, IT, on Real Estate in Developing Countries

IT has enormous potential to change the way the real estate industry works. New technologies readily offer information about anything related to real estate such as home-buying process, loan qualification and other basics of a real estate transaction. Various online utilities such as mortgage loan calculators are provided free to consumers that ultimately increases the overall efficiency. 
There is a clear disparity of IT implementation on real estate in developed and developing countries. The present study considers some of the challenges facing the developing countries’ real estate industry in implementing information and communication technology. 
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Introduction:

Real estate as a whole, and housing in particular, is the single largest asset class and wealth holding of individuals and households globally. The development of the housing sector is an integral part of economic development. In most countries, and particularly in developing countries, housing is a very large proportion of a household’s expenditure and takes up a substantial part of lifetime income.
The development of a country is measured with statistical indexes such as income per capita (per person) (GDP), life expectancy, the rate of literacy, et cetera. The UN has developed the HDI, a compound indicator of the above statistics, to gauge the level of human development for countries where data is available.

Developing countries are in general countries which have not achieved a significant degree of industrialization relative to their populations, and which have, in most cases a medium to low standard of living. IMF compiles the list of developed and developing countries on the basis of income and population. (see appendix 2 for the list of developing countries)
Real estate sale cycle revolves around the sharing of information about property and people. Internet allows data to be transferred in a faster and more cost effective manner. Therefore, the impact of IT industry on real estate in the developed countries has significantly increased. A recent report suggested that differences in information and communications technology development and use account for 80% of the difference in productivity between the United States and Europe. 

The primary reason behind the successful take up of information technology into real estate is the combination of both changing social experiences and the locus of innovation and change. Transition from human centered to more computer centered work processes was quite evident during 1997-2005.  Real estate companies and consumers extensively invested money in IT and it was observed that by 2005, more than 70% of Americans were using internet. 

Globally, in the year 2000, 539 million computers were being used with 410 million in USA, European Union and Asia, leaving 129 million in developing countries. The number of computer usage was projected to grow to one billion by the year 2005. Similarly, the Internet users were 315 million in 2000, and the number was estimated to grow to 716 million users by 2005, and the majority of these users were in developed countries (Ngplains 2002). The Internet usage rate in the developed world was 8 times that of the developing countries, and there were 22 million Internet users in Africa by 2004.

Real estate companies were skeptical initially but the real estate industry seems to have been able to absorb changes and innovations. Easy, simple to use technology, shared information infrastructure and multiple listing services (MLS) are some of the factors that contributed the absorption of information technology into real estate quickly and well. 
Contrary to the popular belief, information technology is transforming the way real estate agents operate and opening new avenues. In developed countries online databases of different kinds of real estate (office, retail and industrial/warehouse) with data on city-wise vacancy rates, capitalization rates, the local economic situation, job and household creation help firms, investors and businessmen make informed choices. 
However, the developing countries have been slow in their uptake of IT due to several reasons. The phenomenal growth in mobile penetration in a country like India, with a significant proportion of population being poor, is something that should not be ignored by real estate companies.
While a number of previous studies have examined the impact of information and communication technology in different areas of real estate business, few have looked at the use of information and technology in developing industries. 
The overall context in which innovation in developing countries takes place is dominated by two global drivers. The first one is the intensification of the globalization process. The second global driver is the intensive ongoing technological change. As a consequence of both those changes, a new development era is gradually taking shape, replacing the industrial era and presents both challenges and opportunities.

Brock (2000) suggests that there are various research streams that influence the impact of IT ranging from computer science through behavioral science, decision science, organization science, social science and management science to economics and political science.
IT use requires the presence of complementary assets such as a telecommunications infrastructure and skilled human resources. Also vital is the presence of human resources with appropriate skills and access to sources of information on how to use the technology. Educated workers more readily adjust to the implementation of new technologies and an educated workforce reduces opposition to social changes associated with adoption of new technologies.

To realize the full potential of information technology and to gain a further insight the present research is proposed to provide a summary of the existing barriers. The present study aims to review the research done on the subject to find the core problems/issues, gaps, outcomes as well as the strategies that can further facilitate IT implementation. 

With the sound theoretical framework we will find the gap in the existing research i.e. we will try to find the specific issues which have not been researched before within the defined topic. We propose to set the definite objectives to plan all our methodology and procedure for the research. Qualitative and quantitative data from different sources will be analyzed to justify the objectives and aim of the research. Relevant case studies will be included to explain the specific needs of real estate industry in developing countries. 
Aim:

The purpose of this study is to identify the applications and barriers of IT implementation on real estate industry in the developing countries.

Effective IT implementation in construction is essential to improve productivity. Since the object of our study—IT use and its effects—is quite versatile and encompasses multiple levels of analysis, our overall project focuses on the uses and barriers. 

The use of IT in real estate includes automated system, technology support and dissemination of information and organizational processes. In developing countries, both technical and organizational barriers can be identified. In the present study lack of technical awareness as well as resources will be thoroughly examined. 

The primary aim of the study is to present a comprehensive and well documented paper for real estate professionals who are willing to invest in the real estate business in the developing countries.

 
Objectives

1.
To compare the IT implementation in developed and developing countries.

2.
To study the current status of IT in real estate industry in the developing countries.

3.
To study the impacts of IT on real estate industry.

4.
To find out the technological and organizational barriers that is hindering IT implementation in the real industry of the developing countries.

5. 
To understand the changes in urban shape and form likely to be in future.

 
Justification

Real estate has profound impact on the overall economy of the country. The future of real estate in developing countries is quite promising but foreign investment is minimal because of disparity in the working environment and technological gap. In developed countries, real estate agents and brokers have completely transformed the way industry used to work that has brought several positive changes in the industry. However, in developing countries realtors are still skeptical about implementing IT due to lack of awareness, resources and expertise.

The use of Information Technology (IT) is growing rapidly in developed countries, and is expected to be the dominant form of business communication between organizations in the near future. However real estate companies operating in developing countries have been slow in their uptake of IT due to a number of well-documented barriers.

IT use in the real estate process, and patterns of interaction among agents and other participants in the real estate process in developing countries are poorly documented. This study is an attempt to identify the gaps to strengthen the IT implementation in developing countries.

Literature Review 

When we look across countries, we find a wide disparity in the extent to which national economies have evolved from agriculture to manufacturing and finally to information-intensive services. Investment in information technology (IT) is an important driver of economic growth and productivity in the United States and other developed countries, but as yet it is not shown to be a significant driver in developing countries.

Only recently, research efforts have poured into the strategic implementation of IT in construction (Jung and Gibson, 1999; Pena-Mora et al., 1999; Marsh and Flanagan, 2000; Love et al., 2001). The construction professionals’ need for successful IT development and implementation within both the industry and academia has led, in recent years, to a surge in IT research and development in the construction industry.

There is vast potential for businesses in developing countries on the Internet. As the costs drop for telecommunications technologies and infrastructure, the Internet will develop as a strong resource for information for real estate industry. There has been a substantial body of research showing that IT investment has positive impacts on growth and productivity at the national and firm levels (for recent summaries, see Dedrick et al. 2003 and Melville et al. 2004). 

Looking across countries, researchers have found certain common drivers of demand. Kraemer and Dedrick (1994) studied 11 Asia-Pacific countries and found that IT investment was associated with diffusion of telecommunications infrastructure, education levels, technical skills, and the percent of the economy in services industries.  

Caselli and Coleman (2001) studied 89 countries and found that the value of computer hardware imports, an indicator of IT investment, was positively and significantly associated with educational attainment and openness to imports for the three samples of countries they tested.

According to Aouad et al. (1996), little regard has been given to the future potential of IT within the construction industry. The successful implementation of new and innovative IT in construction requires the development of strategic implementation plans. (M. Betts, 1999) 

In 1998, Argentina had approximately 7.5 million main lines in use and 3 million mobile cellular cell phones. The Real Estate Federation of Argentina has various computerized systems that are used for multiple-listing services (MLSs).

In Mexico, the economic instability after December 1994 significantly shaped the current state of housing finance. While some proactive support by the government will be important, given rapid changes in information technology, the country should be able to fill the gap relatively rapidly as its capital market develops. 
The Chinese government is continuously working to transform China into an information society since the early 1990s. Therefore, the information industry has experienced rapid growth. In formation technology has been applied in a widening set of areas, with notable results. Online information has been increasing and information processing ability has been enhanced. 
India’s IT industry ranks among the fastest growing sectors within the country’s economy. Industry is primarily driven by software exports and it has been growing over the 50% mark. According to a study by Price Waterhouse Coopers (PwC) and Urban Land Institute, India heads the top real estate investment markets for the year 2010.
Middle Eastern countries have established laws and regulations to encourage technology transfer and to ensure that a capability to operate and maintain technology is gained, unfavorable impacts are minimized and dependence on foreign assistance is limited. 
Kuwait continues to place heavy emphasis on telecommunications development. In Iran and Iraq, destroyed or postponed infrastructure investments may give rise to large new construction projects after the war. A complex combination of incentives and regulations is perhaps best illustrated in Egypt. 
Internet use increased rapidly in Jordan after 1997. The real estate business is expected to rapidly improve because the government is in the process of establishing several Free Zones and Industrial Zones. 

Emerging economies like Algeria are seizing the opportunities new technologies offer as a fast-forward mechanism for making up lost time in developing good communications. Internet penetration in Algeria is growing, although not as rapidly as planners had hoped. However, local estimates put it at under 9% of the population. 

Libya ranks very low on all measures of physical infrastructure quality however, information technology constitutes an essential part of the country’s physical infrastructure and represents one of the most important means for promoting business and entrepreneurship.

In South Africa, real estate remains one of the most profitable sectors in the country, even though the boom years of 35% growth are gone. The remarkable uptake of mobile phones has allowed millions of new users to benefit from the convenience of modern telecommunications. 

Developing countries incessantly produce and use information in part because it is perceived as a resource for development. There is no overstating that there is vast potential for businesses in developing countries on the Internet. Businesses need to determine what they want to achieve very specifically via the Internet. 

 Alternatives should be explored; some alternatives may likely prove a more reasonable option given the costs of the Internet in some places in the developing world. As the costs drop for telecommunications technologies and infrastructure, the Internet will develop as a strong resource for information for business and as an appropriate means to disseminate information to other businesses and customers.

Ultimately, information technology reduces costs, streamline processes, improve accuracy, and increase data transparency. As in any e-commerce application, the IT innovations depend on adoption to achieve efficient, rapid, and error-free transmittal of data between business parties. 
Research Questions and Hypothesis
The gap between developing and developed countries in the use of IT and availability of complementary assets such as infrastructure and skilled professionals
How IT can impact changes in work design and social capital at the organization and industry levels?

What can be done to promote IT use so that real estate industry can achieve the benefits of IT in the developing countries?

Research Hypothesis

The real estate industry in developing countries does not have enough infrastructure and skilled professionals to get the complete benefits of IT. 
Null Hypothesis

Developing countries does not have enough infrastructure and skilled professionals to get the complete benefits of IT. 

Alternative Hypothesis

Developing countries have enough infrastructure and skilled professionals to get the complete benefits of IT.

Methodology

We have been studying the use of information technologies (IT) in the real estate industry and the effects of this use on how real estate agents work. 
The research will include both the Quantitative and Qualitative research.
Qualitative Research

First we will present an overall research project and the theoretical framework for this study. The bulk of the paper is devoted to the theoretical and methodological approaches undertaken and initial findings. We will discuss the theoretical framework of the overall project and initial findings from qualitative research before turning to the specific research questions to be addressed by the survey, and its results.
Quantitative Research
We will conduct the descriptive/Observational research.
Sample population: The target population for research will be real estate agents, brokers and companies of developing countries. We will focus on English speaking developing countries.
Sample Size: 200

Sample Technique: We will conduct telephonic interview.
The result will then be statistically examined to get an overall picture of the effects of information technology on real estate in developing countries. 
Specific research questions (see appendix 1) will be addressed by a survey questionnaire administered to realtors in a single region as a pilot for a national survey. We will conclude by discussing the results of this phase of our study.

Limitations

· The study will be limited to few developing countries.
· The study will be limited to English-speaking countries.

· The time period can be a limiting factor for completing this study.

· The accuracy of the project and conclusion is totally depending on the accuracy of the data collected and analyzed.

· It is possible that some potential source may leave untapped
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Appendices

Appendix 1

Questionnaire

1. Have you implemented information technology in your organization?

Yes               

No

2. What is the level of IT implementation in your organization?

High

Medium

Low

3. Do you provide technical training to employees periodically?

At the time of joining only

Within 6 months

Yearly basis

Never

4. What is the percentage of IT skilled employees in the organization?


Less than 30%


30-70%


More than 70%

5. What is the level of IT infrastructure in the organization?

New and innovative technology

Basic IT infrastructure

Below requirement


6. Are you planning to increase the IT implementation in the organization in next 5 years

Yes

No


If yes, which technology will you implement? _______________________________________

7. What is the impact of information technology in the growth of the organization?

High 

Medium 

Low

8. Do you see the relevance of IT in real estate sector?


Yes

No

9. Please list five best technology that your are using in the organization

a. ​______________

b. ______________

c. ______________

d. ______________

e. ______________

10. What are the challenges that you and your employees are facing in implementing information and communication technology.

_____________________________________________________________________________

Appendix 2

List of Developing Countries

Europe

· Albania

· Armenia

· Azerbaijan

· Belarus

· Bosnia and Herzegovina

· Croatia

· Georgia

· Macedonia (former Yugoslav Republic)

· Moldova

· Serbia & Montenegro

· Turkey

· Ukraine

Africa

· Algeria

· Angola

· Benin

· Botswana

· Burkina Faso

· Burundi

· Cameroon

· Cape Verde

· Central African Republic

· Chad

· Comoros

· Congo, Democratic Republic

· Congo, Republic

· Cote d'Ivoire

· Djibouti

· Egypt

· Equatorial Guinea

· Eritrea

· Ethiopia

· Gabon

· Gambia

· Ghana

· Guinea

· Guinea-Bissau

· Kenya

· Lesotho

· Liberia

· Libya

· Madagascar

· Malawi

· Mali

· Mauritania

· Mauritius

· Mayotte

· Morocco

· Mozambique

· Namibia

· Niger

· Nigeria

· Rwanda

· Sao Tome & Principe

· Senegal

· Seychelles

· Sierra Leone

· Somalia

· South Africa

· St. Helena

· Sudan

· Swaziland

· Tanzania

· Togo

· Tunisia

· Uganda

· Zambia

· Zimbabwe

North & Central America

· Anguilla

· Antigua & Barbuda

· Barbados

· Belize

· Costa Rica

· Cuba

· Dominica

· Dominican Republic

· El Salvador

· Grenada

· Guatemala

· Haiti

· Honduras

· Jamaica

· Mexico

· Montserrat

· Nicaragua

· Panama

· St. Kitts and Nevis

· St. Lucia

· St. Vincent & Grenadines

· Trinidad and Tobago

South America

· Argentina

· Bolivia

· Brazil

· Chile

· Colombia

· Ecuador

· Guyana

· Paraguay

· Peru

· Suriname

· Uruguay

· Venezuela

Asia

· Afghanistan

· Bangladesh

· Bhutan

· Burma (Myanmar)

· Cambodia

· China, (excluding Hong Kong)

· India* 

· Indonesia

· Kazakhstan

· Korea, Democratic Republic

· Kyrgyz Republic

· Laos

· Malaysia

· Maldives

· Mongolia

· Nepal

· Pakistan

· Philippines

· Sri Lanka

· Tajikistan

· Thailand

· Timor Leste (East Timor)

· Turkmenistan

· Uzbekistan

· Vietnam

Middle East

· Iran

· Iraq

· Jordan

· Lebanon

· Oman

· Territories Administered by the Palestinian Authority

· Syria

· Yemen

Pacific

· Cook Islands

· Micronesia, Federated States of

· Fiji

· Kiribati

· Marshall Islands

· Nauru

· Niue

· Palau

· Papua New Guinea

· Samoa

· Solomon Islands

· Tokelau

· Tonga

· Tuvalu

· Vanuatu

· Wallis & Futuna

Work Schedule and Budget

Theoretical framework: 60 hrs

Data Collection (150 sample)
Database Mining: 30 hrs

Tele-calling: 30 hrs

Data Analysis: 16 hrs

Final Report creation: 16 hrs

�





Research Proposal





Project: The Effects of Information Technology, IT, on Real Estate in Developing Countries











Document History





Title










