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�:RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �:,'(5�� RI� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\�
+HOVLQNL�

7KLV� VWXG\� KDV� EHHQ� SUHSDUHG�ZLWKLQ� WKH�818�:,'(5� SURMHFW� RQ�8QGHUGHYHORSPHQW�� 7UDQVLWLRQ�� DQG
5HFRQVWUXFWLRQ� LQ� 6XE�6DKDUDQ� $IULFD�� GLUHFWHG� E\� 3URIHVVRU� 7RQ\� $GGLVRQ�� 6HQLRU� 5HVHDUFK� )HOORZ�
818�:,'(5�

818�:,'(5�JUDWHIXOO\� DFNQRZOHGJHV� WKH� ILQDQFLDO� FRQWULEXWLRQV� WR� WKH�SURMHFW�E\� WKH�*RYHUQPHQW� RI
,WDO\� �'LUHFWRUDWH� *HQHUDO� IRU� 'HYHORSPHQW� &RRSHUDWLRQ��� WKH� *RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK
,QWHUQDWLRQDO� 'HYHORSPHQW� &RRSHUDWLRQ� $JHQF\��� DQG� WKH� *RYHUQPHQW� RI� WKH� 8QLWHG� .LQJGRP
�'HSDUWPHQW� IRU� ,QWHUQDWLRQDO� 'HYHORSPHQW��� 7KHVH� DJHQFLHV� DUH� QRW� UHVSRQVLEOH� IRU� DQ\� LQIRUPDWLRQ
SURYLGHG�RU�YLHZV�H[SUHVVHG��ZKLFK�UHPDLQ�WKRVH�RI�WKH�DXWKRU�RU�DXWKRUV�DORQH�

'LVFXVVLRQ�3DSHU�1R���������

5HFRQVWUXFWLRQ�IURP�:DU�LQ�$IULFD�
&RPPXQLWLHV��(QWUHSUHQHXUV��DQG
6WDWHV

7RQ\�$GGLVRQ�


-XQH�����

$EVWUDFW

$IULFD�KDV�EHFRPH�V\QRQ\PRXV�ZLWK�FRQIOLFW��7KHUH�ZHUH�DUPHG�FRQIOLFWV�LQ����RI�$IULFD¶V���
FRXQWULHV� LQ� ������ )RU�$IULFD� WR� UHFRYHU�� FRPPXQLWLHV�PXVW� UHFRQVWUXFW�� SULYDWH� VHFWRUV�PXVW
UHYLWDOL]H��DQG�VWDWHV�PXVW�WUDQVIRUP�WKHPVHOYHV��$LG�GRQRUV��1*2V��DQG�LQWHUQDWLRQDO�EXVLQHVV
FDQ�GR�PXFK�WR�KHOS��RU�KLQGHU���+RZHYHU�� WKH�PRYHPHQW� IURP�FRQIOLFW� WR�UHFRQVWUXFWLRQ�DQG
WKHQ� RQWR� VXVWDLQHG� GHYHORSPHQW� ODUJHO\� GHSHQGV� RQ� WKH� WKUHH� QDWLRQDO� DFWRUV�� 7KXV�� XQOHVV
FRPPXQLWLHV�UHEXLOG�DQG�VWUHQJWKHQ�WKHLU�OLYHOLKRRGV��QHLWKHU�UHFRQVWUXFWLRQ�QRU�JURZWK�ZLOO�EH
SRYHUW\�UHGXFLQJ��%XW�FRPPXQLWLHV�FDQQRW�SURVSHU�XQOHVV�SULYDWH�LQYHVWPHQW�UHFUHDWHV�PDUNHWV
DQG�JHQHUDWHV�PRUH�HPSOR\PHQW��$QG�QHLWKHU�FRPPXQLWLHV�QRU�HQWUHSUHQHXUV�FDQ�UHDOL]H� WKHLU
SRWHQWLDO�ZLWKRXW�D�GHYHORSPHQW�VWDWH²RQH�WKDW�LV�GHPRFUDWLFDOO\�DFFRXQWDEOH�DQG�GHGLFDWHG�WR
SRYHUW\�UHGXFLQJ� GHYHORSPHQW�� 7KH� LQWHUQDWLRQDO� FRPPXQLW\� FDQ� GR�PXFK� WR� DVVLVW²WKURXJK
PRUH�DLG��GHEW�UHOLHI��DQG�SHDFHNHHSLQJ²EXW�XOWLPDWHO\�WKH�IXWXUH�OLHV�LQ�WKH�KDQGV�RI�$IULFDQV
WKHPVHOYHV�

.H\ZRUGV��DLG��FRQIOLFW��6XE�6DKDUDQ�$IULFD
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� ,QWURGXFWLRQ�

µ3RVW�FRQIOLFW¶�FRXQWLHV�QHHG�WR�UHFRQVWUXFW�LQ�ZD\V�WKDW�UDSLGO\�UHGXFH�SRYHUW\�DV�ZHOO�
D�SURFHVV�ZH�ODEHO� µEURDG�EDVHG¶�UHFRQVWUXFWLRQ�DV�RSSRVHG� WR�µQDUURZ¶�UHFRQVWUXFWLRQ
WKDW�EHQHILWV�D�VPDOO�HOLWH���+RZHYHU��WKH�UHDOL]DWLRQ�RI�EURDG�EDVHG�UHFRQVWUXFWLRQ�RIWHQ
UHTXLUHV� HFRQRPLF� UHIRUP� DV� ZHOO�� 8QIRUWXQDWHO\�� JRYHUQPHQWV� IUHTXHQWO\
FRPSDUWPHQWDOL]H� LVVXHV� RI� UHIRUP� DQG� UHFRQVWUXFWLRQ� LQWR� VHSDUDWH� VWUDWHJLHV� DQG
VHSDUDWH�PLQLVWULHV��DOVR�WKH�IDWH�RI�SRYHUW\�UHGXFWLRQ���'RQRUV�GR�OLNHZLVH��IRU�HDFK�KDV
LWV� RZQ� UHVSRQVLELOLWLHV�� WKH� ,0)� IRFXVHV� RQ� UHIRUP�� WKH�81� FRQFHQWUDWHV� RQ� FRQIOLFW
UHVROXWLRQ� DQG� UHFRQVWUXFWLRQ�� DQG� WKH� :RUOG� %DQN²ZKRVH� RSHUDWLRQV� VSDQ� ERWK
DJHQGDV²KDV� \HW� WR� LQWHJUDWH� UHIRUP� DQG� FRQIOLFW� LVVXHV�� +RZHYHU�� UHIRUP� DQG
UHFRQVWUXFWLRQ�FDQQRW�EH�NHSW� VHSDUDWH� LI�FRQIOLFW� LV� WR�EH�KDOWHG�DQG�SRYHUW\� UHGXFHG�
%LDVHV� LQ� SXEOLF� VSHQGLQJ�� SUHGDWRU\� WD[DWLRQ�� DQG� EDG� SROLF\� HQFRXUDJH� FRQIOLFW� E\
UHGXFLQJ�WKH�LQFRPHV��ERWK�DEVROXWHO\�DQG�UHODWLYH�WR�RWKHUV��RI�VRFLDO�JURXSV�WKDW�VXIIHU
VXFK� GLVFULPLQDWLRQ²WKHUHE\� LQIODPLQJ� HWKQLF� DQG� UHJLRQDO� WHQVLRQV�� DQG� KHOSLQJ
GHPDJRJXHV�UHFUXLW�WKHLU�IROORZHUV��1DI]LJHU�HW�DO��������

7KHUHIRUH� FRQIOLFW� UHVROXWLRQ� DQG�SUHYHQWLRQ� UHTXLUH� HFRQRPLF� UHIRUP²LQGHSHQGHQWO\
RI�WKH�QHHG�IRU�UHIRUP�WR�UDLVH�JURZWK��UHGXFH�SRYHUW\��DQG�VDIHJXDUG�WKH�HQYLURQPHQW�
$QG� LQIUDVWUXFWXUH� UHFRQVWUXFWLRQ� �LQ� UXUDO� DUHDV� IRU� H[DPSOH�� LV� LQHIIHFWLYH� LI�SROLFLHV
WKDW� GHSUHVV� LWV� YDOXH� WR� OLYHOLKRRGV� DUH� UHWDLQHG�� GLVFULPLQDWLRQ� DJDLQVW� VPDOOKROGHU
DJULFXOWXUH�LV�RQH�H[DPSOH�� WKH�EXUGHQVRPH�UHJXODWLRQ�RI�PLFUR�HQWHUSULVHV� LV�DQRWKHU�
+RZHYHU��WKLV�GRHV�OHDYH�RSHQ�IRU�GHEDWH�WKH�FUXFLDO�LVVXHV�RI�ZKDW�W\SHV�RI�UHIRUP�DUH
QHFHVVDU\��WKHLU�WLPLQJ��DQG�WKHLU�VHTXHQFLQJ�

6LQFH� FRXQWULHV� IDFH� D� YDVW� UDQJH� RI� WDVNV²HYHU\WKLQJ� IURP�GHPRELOL]DWLRQ� WR� SXEOLF
H[SHQGLWXUH� UHIRUP²WKH� UHVHDUFK� VWUDWHJ\� RI� WKH� 818�:,'(5� SURMHFW� KDV� EHHQ� WR
IRFXV�RQ�D�VHOHFWLRQ�RI�NH\�LVVXHV�LQ�D�VPDOO��EXW�FDUHIXOO\�FKRVHQ��VDPSOH�RI�FRXQWULHV�
$QJROD�� (ULWUHD�� (WKLRSLD�� *XLQHD�%LVVDX�� DQG� 0R]DPELTXH� �$GGLVRQ� ����D��� 7KHLU
H[SHULHQFHV�WKURZ�OLJKW�RQ�UHFRQVWUXFWLQJ�FRPPXQLWLHV��UHYLWDOL]LQJ�SULYDWH�VHFWRUV��DQG
WUDQVIRUPLQJ�VWDWHV�IRU�$IULFD�DV�D�ZKROH��DQG�LQGHHG�IRU�FRQIOLFW�VRFLHWLHV�HOVHZKHUH�LQ
WKH�ZRUOG��

������������������������������������������������

� 7KLV� SDSHU� ZDV� SUHVHQWHG� DW� VHPLQDUV� RUJDQL]HG� E\� WKH� &RQIOLFW� DQG� +XPDQLWDULDQ� 'HSDUWPHQW� RI
'),'��4XHHQ�(OL]DEHWK�+RXVH� �8QLYHUVLW\� RI� 2[IRUG��� DQG� DW� WKH� &HQWUH� IRU� WKH� 6WXG\� RI� $IULFDQ
(FRQRPLHV��8QLYHUVLW\�RI�2[IRUG��FRQIHUHQFH�RQ�µ'HYHORSPHQW�3ROLF\�LQ�$IULFD��3XEOLF�DQG�3ULYDWH
3HUVSHFWLYHV¶� �0DUFK� ������� ,� DP� JUDWHIXO� WR� SDUWLFLSDQWV� DW� WKRVH� PHHWLQJV� IRU� WKHLU� FRPPHQWV
LQFOXGLQJ�1LFN�$PLQ�� -HQQLIHU�%DUXJK��'HU\NH�%HOVKDZ��9DOS\� )LW]*HUDOG�� /XFLD�+DQPHU�� 5REHUW
.LUN��.DUO�/LYLQJVWRQH��3KLOLSSH�/H�%LOORQ�� -DQLQH�5RGJHUV��0DOFROP�6PDUW��)UDQFHV�6WHZDUW�� -RKQ
7R\H�� DQG� 7RQ\� =DFKDULDGHV�� $Q� HDUOLHU� YHUVLRQ� ZDV� SUHVHQWHG� DW� WKH� ��WK�:RUOG� &RQJUHVV� RI� WKH
,QWHUQDWLRQDO� 3ROLWLFDO� 6FLHQFH�$VVRFLDWLRQ� LQ�4XHEHF�� $XJXVW� ������ ,� DP� JUDWHIXO� WR� -DPHV�+HQW]�
3KLOLS�1HO��7LP�6KDZ��,DQ�7D\ORU��DQG�:LOOLDP�=DUWPDQ� IRU�FRPPHQWV�DW� WKDW�PHHWLQJ�� ,QWHUDFWLRQV
ZLWK� 3HWHU� %XUQHOO� DQG� /pRQFH� 1GLNXPDQD� KDYH� DOVR� EHHQ� YHU\� XVHIXO� LQ� VHWWLQJ� RXW� WKHVH� LGHDV�
5REHUW� 2VHL� SURYLGHG� H[FHOOHQW� UHVHDUFK� DVVLVWDQFH�� ([WHQVLRQV� RQ� WKH� WKHPHV� RI� WKLV� SDSHU�� SOXV
IXUWKHU�GLVFXVVLRQ�RI�WKH�LQWHUQDWLRQDO�DQG�SHDFHNHHSLQJ�GLPHQVLRQV��FDQ�EH�IRXQG�LQ�$GGLVRQ������D
DQG�����F��

� 6HH�&ULVS��������DQG�0DFUDH��������RQ�WKH�GHILFLHQFLHV�RI�WKH�ODEHO�µSRVW�FRQIOLFW¶�
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2XU� VHOHFWHG� FRXQWULHV� DOVR� VKDUH� FRPPRQ� KLVWRULHV�� 3RUWXJXHVH� GHFRORQL]DWLRQ� LQ
$QJROD�� *XLQHD�%LVVDX�� DQG�0R]DPELTXH�� (ULWUHD¶V� VHFHVVLRQ� IURP� (WKLRSLD�� DQG� WKH
LQIOXHQFH� RI� 0DU[LVP�/HQLQLVP� RQ� LQGHSHQGHQFH� PRYHPHQWV� DQG� SRVW�LQGHSHQGHQFH
JRYHUQPHQWV²DQG� WKH� UHVXOWLQJ� LQWHUDFWLRQ� ZLWK� WKH� JHR�SROLWLFV� RI� WKH� FROG� ZDU�
6XEVHTXHQW� FKDOOHQJHV� KDYH� LQFOXGHG� SROLWLFDO� DQG� HFRQRPLF� WUDQVLWLRQ�� DV� ZHOO� DV
FRQIOLFW� UHVROXWLRQ��+RZHYHU�� SHDFH� KDV� EHHQ� HOXVLYH��$QJROD� LV� VWLOO� DW� ZDU�� *XLQHD�
%LVVDX� LV�SROLWLFDOO\� IUDJLOH��DQG�(ULWUHD�DQG�(WKLRSLD�ZHUH�DW�ZDU� IURP������ WR������
2QO\� 0R]DPELTXH� KDV� VXVWDLQHG� SHDFH�� 7KHLU� SUHVHQW� GLOHPPDV� DQG� WKHLU� IXWXUH
SURVSHFWV�DUH�WKHUHIRUH�LPSRUWDQW�WR�XQGHUVWDQGLQJ�WKH�SURVSHFWV�IRU�SHDFH�DQG�VXVWDLQHG
GHYHORSPHQW�DFURVV�$IULFD�

$Q\� UHFRPPHQGDWLRQV�PXVW� EH� UHDOLVWLF�� +RZHYHU�� UHDOLVP� GRHV� QRW�PHDQ� WDNLQJ� WKH
HDV\� GHFLVLRQV� QRZ�� DQG� OHDYLQJ� WKH� GLIILFXOW� FKRLFHV� IRU� ODWHU�� ,W�PHDQV� IDFLQJ� WKRVH
KDUG� FKRLFHV� WRGD\�� EHFDXVH�PDQ\� GHFLVLRQV� WKDW� DUH�PDGH� GXULQJ� ZDUWLPH�� RU� LQ� WKH
HDUO\�\HDUV�RI�SHDFH��KDYH� LUUHYRFDEOH� ORQJ�WHUP�HIIHFWV��7KH\�DOWHU� WKH�GLVWULEXWLRQ�RI
SURGXFWLYH�DVVHWV��DQG� WKXV�JURZWK¶V�EHQHILWV��DQG�VHW�XS�H[SHFWDWLRQV�DPRQJ�QDWLRQDO
DFWRUV� �UHJDUGLQJ� SXEOLF� SROLF\�� WKH� OLNHOLKRRG� RI� DVVLVWDQFH�� DQG� VWDWH� KRQHVW\�� WKDW
DIIHFW� LQYHVWPHQW� GHFLVLRQV�� 7KXV� QHZ� IRUPV� RI� SDWK� GHSHQGHQFH� DUH� FUHDWHG� GXULQJ
ZDU�WR�SHDFH�WUDQVLWLRQ�

3URGXFLQJ� ORQJ�ZLVK� OLVWV²IRU� H[DPSOH� ���� SUR�SRRU� LQWHUYHQWLRQV²LV� QRW� KHOSIXO� LI
RQO\� ��� FDQ� EH� IXQGHG�� 5HDOLVP� PHDQV� VHOHFWLQJ� WKH� EHVW� ��²WKRVH� WKDW� KDYH� WKH
KLJKHVW� VRFLDO� UHWXUQV²XVLQJ� WKH� UHVXOWV� RI� VRFLDO� UHVHDUFK�� KRXVHKROG� VXUYH\V�� DQG
SDUWLFLSDWRU\�GDWD�FROOHFWLRQ��ZKLOH�VLPXOWDQHRXVO\�PRELOL]LQJ�PRUH�SXEOLF�UHYHQXH��DLG�
DQG�GHEW�UHOLHI�WR�UHGXFH�WKH�WUDGH�RIIV���%XW�JLYHQ�WKH�GHPDQGV�RQ�JRYHUQPHQWV��LW�LV�DOO
WRR� HDV\� WR� WU\� DQG� GR� D� OLWWOH� RI� HYHU\WKLQJ�� WKHUHE\� DFKLHYLQJ� QRWKLQJ�� 7KLV� LV� ZK\
SXEOLF� H[SHQGLWXUH� UHIRUP� LV� FUXFLDO� WR� UHFRQVWUXFWLRQ� VLQFH� LW� FUHDWHV�PHFKDQLVPV� WR
LPSURYH� UHVRXUFH� XVH�� 'RQRUV� PXVW� DOVR� DYRLG� GLYHUWLQJ� FRXQWU\� HIIRUWV� DQG� VFDUFH
UHVRXUFHV�DZD\�IURP�FRUH�SULRULWLHV�DQG�LQWR�JRRG�ORRNLQJ��EXW�VHFRQG�EHVW��SURMHFWV�

$FFRUGLQJO\�� VHFWLRQ���RI� WKLV� SDSHU� IRFXVHV� RQ� UHEXLOGLQJ� FRPPXQLWLHV�� HPSKDVL]LQJ
WKH� LPSRUWDQFH� RI� UHVHWWOHPHQW� DQG� DFFHVV� WR� QDWXUDO� FDSLWDO�� 6HFWLRQ� ��� DUJXHV� WKDW
DOWKRXJK�D� UHYLWDOL]HG�SULYDWH�VHFWRU� LV�HVVHQWLDO� IRU� JURZWK�� LW� FDQ� KDYH� D�SUREOHPDWLF
UHODWLRQVKLS� WR� WKH� VWDWH� LQ� QHZ�GHPRFUDFLHV�� 6HFWLRQ� �� WXUQV� WR� WKH� VWDWH� LWVHOI�� QRWHV
VRPH� LPSRUWDQW� GLIIHUHQFHV� EHWZHHQ� KLVWRULFDO� UHFRQVWUXFWLRQV� DQG� WKRVH� LQ
FRQWHPSRUDU\�$IULFD�� DQG� GLVFXVVHV� WKH� OHVVRQV� IRU�$IULFD� IURP� WKH� WUDQVLWLRQV� LQ� WKH
IRUPHU�6RYLHW�8QLRQ�DQG�(DVWHUQ�(XURSH��6HFWLRQ���FRQFOXGHV�WKDW�D�GHYHORSPHQW�VWDWH
LV�XQOLNHO\�WR�DULVH�ZLWKRXW�LQYHVWPHQW�LQ�GHPRFUDF\²FRQWUDU\�WR�WKH�YLHZ�RI�VRPH�RI
$IULFD¶V�OHDGHUVKLSV�

� 5HEXLOGLQJ�FRPPXQLWLHV

:DU�GLVSODFHV�SRSXODWLRQV�DQG�ZHDNHQV�IDPLO\�DQG�FRPPXQLW\�ERQGV��2YHU���PLOOLRQ
0R]DPELFDQV� WRRN� UHIXJH� LQ� 0DODZL� DQG� RWKHU� QHLJKERXULQJ� FRXQWULHV�� DQG� RYHU� �
PLOOLRQ�ZHUH�LQWHUQDOO\�GLVSODFHG�GXULQJ�WKH�FRXQWU\¶V����\HDU�FLYLO�ZDU��0RUH�UHFHQWO\�
WKH�����������(ULWUHD�(WKLRSLD�ZDU�GLVSODFHG�����PLOOLRQ�(ULWUHDQV��ZLWK�RYHU��������
HQWHULQJ�6XGDQ� LQ�D� UHSHDW�RI� WKH�HDUOLHU�H[RGXV�GXULQJ� WKH����\HDU� LQGHSHQGHQFH�ZDU
�.LEUHDE� ������� 5XUDO� SHRSOH� DUH� GLVSURSRUWLRQDWHO\� DIIHFWHG�� EXW� ZDUV� FDQ� DOVR� KLW
XUEDQ�SRSXODWLRQV� ERWK�GLUHFWO\²��������SHRSOH� IOHG� WKH� ILJKWLQJ� LQ�*XLQHD�%LVVDX¶V
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FDSLWDO�LQ�����²DQG�LQGLUHFWO\�DV�SHRSOH�VHHN�UHIXJH�LQ�XUEDQ�HQFODYHV��$W�OHDVW�KDOI�RI
$QJROD¶V�SRSXODWLRQ�LV�QRZ�XUEDQ��$GDXWD�HW�DO��������

0DUNHW�GLVUXSWLRQ�DQG� WKH� ORVV�RI� LQIUDVWUXFWXUH� IXUWKHU� LPSRYHULVK�FRPPXQLWLHV��$V�D
UHVXOW��PDQ\�FRPH�WR�UHO\�RQ�KXPDQLWDULDQ�DVVLVWDQFH��IRRG�DLG�DFFRXQWHG�IRU�QHDUO\�KDOI
RI�SHU�FDSLWD�FDORULH�DYDLODELOLW\�LQ�WKH�ILQDO�\HDUV�RI�0R]DPELTXH¶V�FLYLO�ZDU��7VFKLUOH\
DQG�:HEHU� �������$QJROD� KDV� H[SHULHQFHG� WKH� ODUJHVW� IDOO� LQ� IRRG� SURGXFWLRQ� RI� DQ\
ZDU�DIIHFWHG�HFRQRP\��0HVVHU�HW�DO�������������6RPH�����PLOOLRQ�$QJRODQV��RQH�WKLUG
RI�WKH�SRSXODWLRQ��QRZ�GHSHQG�RQ�KXPDQLWDULDQ�DVVLVWDQFH��DQG�PDQ\�SHRSOH�VXEVLVW�RQ
ZRUP� ODUYDH� DQG� JUDVV���:DU� DOVR� H[DFHUEDWHV� GURXJKW¶V� HIIHFWV��PRVW� UHFHQWO\� LQ� WKH
+RUQ�RI�$IULFD��:KLWH�DQG�&OLIIH�������

8QOHVV� WKH� VWDWH� GLVLQWHJUDWHV� �DV� LQ�6RPDOLD��� VRPH�SRWHQWLDO� H[LVWV� IRU�PDQDJLQJ� WKH
ZDUWLPH�HFRQRP\�WR�PLWLJDWH�WKH�LQHYLWDEOH�ULVH�LQ�SRYHUW\��)LW]*HUDOG������DQG�:X\WV
�������0R]DPELTXH¶V�JRYHUQPHQW�SURYLGHG�QXWULWLRQ�DVVLVWDQFH�WKURXJK�LWV�XUEDQ�EDVHG
*$398�SURJUDPPH��DQG�GRQRUV�VXSSRUWHG�OLYHOLKRRG�SURMHFWV�LQ�UXUDO�VDIH�DUHDV�GXULQJ
WKH�ZDU���3UHSDUDWLRQ�RI�VWUDWHJLHV�IRU�SRVW�ZDU�SRYHUW\�UHGXFWLRQ�DQG�IRRG�VHFXULW\�DOVR
EHJDQ� �$GGLVRQ� DQG�*LQMD� ������� ,Q� FRQWUDVW�� GHVSLWH� KDYLQJ� IDU�PRUH� UHVRXUFHV� WKDQ
0R]DPELTXH��WKH�*RYHUQPHQW�RI�$QJROD�KDV�ODUJHO\�IDLOHG�WR�DGGUHVV�SRYHUW\��0XFK�RI
WKH�EXUGHQ�RI� FRSLQJ�KDV� IDOOHQ�RQ�$QJROD¶V� FLYLO� VRFLHW\� DVVLVWHG� E\� GRQRUV� �$GDXWD
HW�DO��������

,I� SHDFH� FDQ� EH� DFKLHYHG� WKHQ� JRYHUQPHQWV� DQG� GRQRUV� IDFH� PDQ\� LPPHGLDWH� DQG
FRPSOH[� SULRULWLHV�� 'HPRELOL]DWLRQ� DQG� GHFRPPLVVLRQLQJ� ZHDSRQV� LV� D� ILUVW� SULRULW\�
JLYHQ�WKH�VHFXULW\�ULVNV�DQG�WKH�GDQJHU�RI�ZDU�UHWXUQLQJ²DV�LQ�$QJROD�LQ�������&ROOHWWD
HW�DO���������(WKLRSLD�GHPRELOL]HG�DQG�UHLQWHJUDWHG���������H[�FRPEDWDQWV�DIWHU�WKH�HQG
RI�WKH�ZDU�LQ�������5XUDO�UHWXUQHHV�ZHUH�SURYLGHG�ZLWK�ODQG��EDVLF�DJULFXOWXUDO� LQSXWV�
DQG� VRPHWLPHV� FDWWOH�� DQG�XUEDQ� UHWXUQHHV� UHFHLYHG�YRFDWLRQDO� WUDLQLQJ� DQG� VRIW� ORDQV
�'DQLHO� $\DOHZ� HW� DO�� ������� 'HPLQLQJ� LV� DOVR� DQ� LPPHGLDWH� SULRULW\�� ,Q� $QJROD²
$IULFD¶V� PRVW� DIIHFWHG� FRXQWU\²WKHUH� DUH� ����� PLOOLRQ� ODQG� PLQHV� LQ� D� FRXQWU\� RI
���PLOOLRQ� SHRSOH�� ([WHQVLYH� GHPLQLQJ� WRRN� SODFH� RYHU� ��������� EXW� QHZ� ODQG�PLQHV
KDYH�QRZ�EHHQ�ODLG��DOVR�WKH�FDVH�DORQJ�WKH�(ULWUHD�(WKLRSLD�ERUGHU���7KHUH�DUH�VWLOO�RYHU
��PLOOLRQ�ODQG�PLQHV�LQ�0R]DPELTXH��D�KD]DUG�FRPSRXQGHG�E\�WKH������IORRGV�ZKLFK
ZDVKHG�PDQ\� GRZQVWUHDP� RXW� RI�PDUNHG�PLQH� ILHOGV��� $VLGH� IURP� WKH� GLUHFW� KXPDQ
FRVW��ODQG�PLQHV�KLQGHU�IDUPLQJ�LQ�$QJROD�DQG�0R]DPELTXH�DQG�NLOO�OLYHVWRFN��DQ�DVVHW
ZLWK� LPSRUWDQW� LQVXUDQFH�DQG� VDYLQJV�SURSHUWLHV�� HVSHFLDOO\� LQ� VHPL�DULG�(ULWUHD���<HW�
ZKLOH� GHPRELOL]DWLRQ� DQG� GHPLQLQJ� DUH� XUJHQW� WKH\� DOVR� DEVRUE� UHVRXUFHV� WKDW� DUH
QHHGHG� IRU� UHEXLOGLQJ� VRFLDO� DQG� HFRQRPLF� LQIUDVWUXFWXUH�� +DUG� FKRLFHV� LQ� UHVRXUFH
DOORFDWLRQ�DUH�WKHUHIRUH�LQHYLWDEOH�

7KH� WHUP� µFRPPXQLW\¶� LV� XVHIXO� VKRUWKDQG� IRU� GLVFXVVLQJ� SUREOHPV� DQG� SROLF\� LVVXHV
WKDW�DUH�FRPPRQ�WR�DOO�KRXVHKROGV��1HYHUWKHOHVV��VLJQLILFDQW�VWUDWLILFDWLRQ��DQG�FRQIOLFW�
H[LVWV� ZLWKLQ� DQG� EHWZHHQ� FRPPXQLWLHV�� 7KLV� LV� RIWHQ� DFFHQWXDWHG� E\� ZDU�� ,Q
0R]DPELTXH�� KRXVHKROGV� ZLWK� DFFHVV� WR� WKH� ZDUWLPH� SDUDOOHO� HFRQRP\�� VWDWH�IDUP
������������������������������������������������

� 7KH�SKDVLQJ�RXW� RI�ZDUWLPH� IRRG� DLG� DIWHU� SHDFH�PXVW� EH� FDUHIXOO\�PDQDJHG��7KH� QHHG� WR� LQFUHDVH
SULFH�LQFHQWLYHV�IRU�GRPHVWLF�SURGXFWLRQ��ZKLFK�FDQ�EH�GHSUHVVHG�E\�SRRUO\�GHVLJQHG�IRRG�DLG��PXVW
EH�EDODQFHG�DJDLQVW�WKH�FRQWLQXHG�IRRG�GHPDQG�RI�GLVSODFHG�SHRSOH�ZKR�KDYH�QRW�\HW�UHVXPHG�WKHLU
SUH�ZDU�OLYHOLKRRGV��VHH�6WHZDUW������DQG�7VFKLUOH\�������

� *$398�VWDQGV�IRU�*DELQHWH�GH�$SRLR�j�3RSXODomR�9XOQHUDYHO�
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HPSOR\PHQW�� DQG� FRQQHFWLRQV� WR� ORFDO� HOLWHV� JDLQHG� D� VWURQJKROG� LQ� DJULFXOWXUDO
SURGXFWLRQ�� WUDGH��DQG� WUDQVSRUW²DQG�DFFXPXODWHG�DVVHWV� �OLYHVWRFN� LQ�SDUWLFXODU���%XW
WKH�DVVHW�EDVH�RI�IRRG�GHILFLW�KRXVHKROGV�FRQWUDFWHG�� WKH\�GHVSHUDWHO\�VRXJKW�RXW�ZDJH
ZRUN��DQG�WKH�JDS�ZLWK�EHWWHU�RII�KRXVHKROGV�LQFUHDVHG�ZKHQ�WKH�SRRUHVW�IHOO�RXWVLGH�WKH
VFRSH� RI� GRQRU�IXQGHG� SURMHFWV� �:X\WV� ������� +RXVHKROGV� WKHUHIRUH� YDULHG� LQ� WKHLU
DELOLW\�WR�UHVSRQG�WR�WKH�RSSRUWXQLWLHV�RI�UHIRUP�DQG�SULYDWL]DWLRQ��DQG� WKXV�UDLVH� WKHLU
LQFRPHV� WR� RIIVHW� WKH� FRVW�RI�OLYLQJ� LQFUHDVHV� DVVRFLDWHG�ZLWK� ZDU� DQG� UHIRUP��� 7KH\
DOVR�KDG�YHU\�GLIIHUHQW�SRVVLELOLWLHV�IRU�SRVW�ZDU�UHFRQVWUXFWLRQ��+RXVHKROGV�WKDW�UHWDLQ
WKHLU� DVVHWV� GXULQJ� WKH� ZDU� \HDUV�� DQG� WKRVH� WKDW� UHFHLYH� HGXFDWLRQ�� KHDOWK�FDUH� DQG
WUDLQLQJ�LQ�DGGLWLRQ�WR�IRRG�DLG��HLWKHU�LQ�VLWX�RU�DV�,'3V�RU�UHIXJHHV��DUH�DEOH�WR�UHEXLOG
PRUH� HDVLO\� RQFH� SHDFH� FRPHV�� 'H� 6RXVD� ������� ILQGV� WKDW� SRVW�ZDU� SRYHUW\� YDULHV
VLJQLILFDQWO\�DFURVV�FRPPXQLWLHV�LQ�0DQLFD�SURYLQFH�LQ�0R]DPELTXH��GHSHQGLQJ�RQ�WKH
DVVLVWDQFH� WKH\� UHFHLYHG�DV� ,'3V�RU� UHIXJHHV�GXULQJ� WKH�ZDU�� )DVWHU� UHFRYHU\� DPRQJVW
EHWWHU�RII� KRXVHKROGV� JHQHUDWHV�PRUH� HPSOR\PHQW� IRU� SRRUHU� KRXVHKROGV� DQG� D� PRUH
EXR\DQW�UXUDO�HFRQRP\�IRU�WKH�PLFUR�HQWHUSULVHV�RI�WKH�SRRU��%XW�WKH�SRRUHVW�ZLOO�EH�WKH
VORZHVW�WR�UHFRYHU�XQOHVV�DVVLVWDQFH�LV�UDSLGO\�WDUJHWHG�WR�WKHP��VHH�GH�6RXVD������RQ
ZD\V�WR�DFKLHYH�WKLV��

,PSRUWDQW�JHQGHU�HIIHFWV�DUH�DOVR�HYLGHQW�LQ�WKH�DELOLW\�RI�KRXVHKROGV�WR�UHFRQVWUXFW�DQG
LQ�WKHLU�UHVSRQVHV�WR�SROLF\�UHIRUP��:RPHQ�FRPSULVHG�RQH�WKLUG�RI�(ULWUHD¶V�OLEHUDWLRQ
DUP\��EXW�WKRVH�WUDLQHG�DV�VNLOOHG�FUDIWVPHQ�LQ�WKH�DUP\�IDFH�RSHQ�GLVFULPLQDWLRQ�LQ�WKH
MRE�PDUNHW� DQG� IRUPDO� OHJDO� HTXDOLW\� LQ� DFFHVV� WR� ODQG�GLG� QRW� SUHYHQW� GLVFULPLQDWLRQ
DJDLQVW�ZRPHQ��LQFOXGLQJ�UHWXUQLQJ�UHIXJHHV��.LEUHDE��������,Q�0DQLFD��0R]DPELTXH�
�����SHU�FHQW�RI�IHPDOH�KHDGHG�KRXVHKROGV�DUH�SRRU�LQ�FRQWUDVW�WR������SHU�FHQW�RI�PDOH
KHDGV�� UHIOHFWLQJ� WKHLU� ODFN�RI�R[HQ�� VPDOOHU� ODQG�KROGLQJV�� DQG� OLPLWHG� HGXFDWLRQ²��
SHU�FHQW�RI�ZRPHQ�QHYHU�ZHQW�WR�VFKRRO�FRPSDUHG�ZLWK����SHU�FHQW�RI�PHQ��GH�6RXVD
�������6LPLODUO\��LQ�/XDQGD��$QJROD�����SHU�FHQW�RI�IHPDOHV�DUH�LOOLWHUDWH�LQ�FRPSDULVRQ
ZLWK����SHU� FHQW�RI�PDOHV� �$GDXWD� HW� DO�� ������� /DFN�RI� HGXFDWLRQ� OLPLWV� WKH� HQWU\� RI
ZRPHQ�LQWR�WKH�PRVW�SURILWDEOH�LQIRUPDO�HQWHUSULVHV�WKDW�H[SDQGHG�DIWHU� OLEHUDOL]DWLRQ�
DQG�FRQVHTXHQWO\�WKH�SURILWV�RI�IHPDOH�PLFUR�HQWHUSULVHV�DUH�OHVV�WKDQ�KDOI�WKRVH�RI�PHQ�

7KH�DFFHVV�RI� UHWXUQLQJ� UHIXJHHV�DQG�GHPRELOL]HG� VROGLHUV� WR�QDWXUDO� FDSLWDO²VXFK� DV
DUDEOH�DQG�JUD]LQJ�ODQG��ZDWHU��IRUHVWV��ILVKHULHV��DQG�JDPH²LV�FULWLFDO�WR�ERWK�SRYHUW\
UHGXFWLRQ�DQG�VRFLDO�SHDFH��+RZHYHU��VRFLDOLVW�HUD�QDWLRQDOL]DWLRQ�RI�QDWXUDO�FDSLWDO��SXW
LQ�SODFH�RYHU�GLVFULPLQDWRU\�FRORQLDO�WHQXUH�ODZV��WRJHWKHU�ZLWK�WKH�XQFHUWDLQWLHV�FUHDWHG
E\� ZDUWLPH� SRSXODWLRQ� GLVSODFHPHQW� JHQHUDWH� WKH� SRWHQWLDO� IRU� VHYHUH� FRPPXQLW\
FRQIOLFW��6LQFH�WKH�ODQG�LVVXH�LV�YHU\�VHQVLWLYH�LQ�$QJROD��(WKLRSLD��*XLQHD�%LVVDX�DQG
0R]DPELTXH�� IXQGDPHQWDO� WHQXUH� UHIRUP� KDV� EHHQ� DYRLGHG�� )RU� H[DPSOH�� (WKLRSLD¶V
�����FRQVWLWXWLRQ� UHDVVHUWV� WKH�SULQFLSOH�RI� VWDWH� ODQG�RZQHUVKLS� �SULYDWH� VDOHV� UHPDLQ
LOOHJDO��EXW�SROLF\�QRZ�SHUPLWV�ODQG�OHDVLQJ��DOVR�WKH�FDVH�LQ�$QJROD���+RZHYHU��WKH�ODQG
LVVXH�QHHGV�PXFK�JUHDWHU�DWWHQWLRQ��VLQFH�SUREOHPV�DUH�DFFXPXODWLQJ�

'DQLHO�$\DOHZ�HW�DO�� ������� ILQG� WKDW� VWDWH� ODQG�RZQHUVKLS�KHOSHG� WKH� UHLQWHJUDWLRQ�RI
H[�VROGLHUV� RYHU� ��������� PRVW� RI� ZKRP� REWDLQHG� ODQG� WKURXJK� WKHLU� SHDVDQW
DVVRFLDWLRQV�RU�YLD�WUDGLWLRQDO�DUUDQJHPHQWV��%XW�WKH\�DOVR�DUJXH�WKDW�WKH�WHQXUH�V\VWHP
LV�VWRULQJ�XS�WURXEOH�IRU�WKH�IXWXUH��VLQFH�LW�FUHDWHV�WKH�H[SHFWDWLRQ�WKDW�ODQG�LV�D�ULJKW�IRU
DOO��EXW�RQO\�PDUJLQDO�ODQG��RU�QRQH�DW�DOO��LV�DYDLODEOH�IRU�QHZO\�IRUPHG�KRXVHKROGV��$
JHQHUDWLRQ�RI�ODQGOHVV�\RXQJ�DGXOWV�LV�EHLQJ�FUHDWHG��ZKRVH�SOLJKW�LV�DOVR�H[DFHUEDWHG�E\
WKH� VORZ� JURZWK� RI� QRQ�IDUP� HPSOR\PHQW�� 6LPLODUO\�� .LEUHDE� ������� FRQFOXGHV� WKDW
(ULWUHD¶V������/DQG�3URFODPDWLRQ²ZKLFK�YHVWV�RZQHUVKLS�RI�DOO� ODQG� LQ� WKH�VWDWH�DQG
SURYLGHV� IRU� XVXIUXFW� ULJKWV²IDFLOLWDWHG� WKH� UHVHWWOHPHQW� RI� UHIXJHHV�� 0RUHRYHU�



�

(ULWUHD¶V�VWURQJ�VRFLDO�FDSLWDO��GHYHORSHG�GXULQJ�WKH�ZDU�\HDUV��UHGXFHG�WKH�WHQVLRQV�WKDW
LQHYLWDEO\�DULVH�EHWZHHQ�UHWXUQHHV�DQG�VHWWOHG�SRSXODWLRQV�RYHU�QDWXUDO�FDSLWDO²ZKLFK�LV
LQ� KLJK�GHPDQG� LQ�(ULWUHD¶V�PRVWO\� VHPL�DULG� HQYLURQPHQW��%XW�.LEUHDE� DOVR� SUHGLFWV
WKDW�(ULWUHD¶V�VWDWH�ODQG�RZQHUVKLS�ZLOO�UHGXFH�VXVWDLQDELOLW\�VLQFH�WKH�VWDWH¶V�FDSDFLW\�WR
PDQDJH�QDWXUDO�FDSLWDO� LV� OLPLWHG��7KHUHIRUH��QDWXUDO�FDSLWDO�EHFRPHV�GH�IDFWR�DQ�RSHQ
DFFHVV�UHVRXUFH�WKDW�FDQ�EH�JUDEEHG�E\�SRZHUIXO�FRPPXQLW\�PHPEHUV�DQG�RXWVLGHUV²
WKH�H[SHULHQFH�HOVHZKHUH� LQ�66$�� ,Q� VXPPDU\�� VWDWH� ODQG�RZQHUVKLS�KHOSHG� WR� IL[� WKH
LPPHGLDWH� SRVW�ZDU� SUREOHPV� RI� GHPRELOL]DWLRQ� DQG� UHVHWWOHPHQW� LQ� ERWK� (ULWUHD� DQG
(WKLRSLD��EXW� LI� OHIW�XQUHIRUPHG� LW�ZLOO�H[DFHUEDWH� ORFDO�OHYHO� FRPSHWLWLRQ�RYHU�QDWXUDO
FDSLWDO�DQG�WKUHDWHQ�VRFLDO�VWDELOLW\�

,Q�0R]DPELTXH��SHDFH�DQG�HFRQRPLF� UHIRUP� UDLVHG� WKH�YDOXH�RI�SULPH�QDWXUDO� FDSLWDO
IRU� DJULFXOWXUH�� PLQLQJ�� WLPEHU� DQG� WRXULVP�� DQG� FRPPXQLWLHV� KDYH� FODVKHG� ZLWK
FRPPHUFLDO� LQWHUHVWV� �RIWHQ� LQ� DOOLDQFH�ZLWK� VWDWH� DFWRUV��RYHU� LWV� FRQWURO��&RPPHUFLDO
GHYHORSPHQW�GRHV�SURYLGH�PXFK�QHHGHG�ZDJH�HPSOR\PHQW��HVVHQWLDO�WR�WKH�SURFHVV�RI
UHGXFLQJ�UXUDO�SRYHUW\��VHH�&UDPHU�DQG�3RQWDUD������DQG�:X\WV��������%XW�WKH�VWDWH¶V
FDSDFLW\�LQ�SURMHFW�DSSUDLVDO�DQG�HQYLURQPHQWDO�DVVHVVPHQW�LV� LQDGHTXDWH�WR�VFUHHQ�RXW
FRPPHUFLDO�SURMHFWV�WKDW�FDXVH�HQYLURQPHQWDO�GDPDJH�DQG�UHGXFH�FRPPXQLW\�DFFHVV²
SDUWLFXODUO\�WR�WKH�YDOXDEOH�QDWXUDO�FDSLWDO�LQ�WKH�DUHD�ERUGHULQJ�6RXWK�$IULFD��ZKLFK�LV
VXEMHFW�WR�PDQ\�GXELRXV�SURSRVDOV�IURP�IRUHLJQ�LQYHVWRUV�

0RUHRYHU��DQ\WKLQJ�EHWZHHQ���PLOOLRQ�DQG����PLOOLRQ�KHFWDUHV�RI�ODQG�LQ�0R]DPELTXH
KDV�EHHQ�JUDQWHG� LQ� FRQFHVVLRQV� �WKH�H[DFW� ILJXUH� LV� GLVSXWHG�� VHH�3LWFKHU� ������:HVW
DQG�0\HUV������������0XFK�RI�WKLV�SULPH�ODQG�LV�RQ�SULYDWL]HG�VWDWH�IDUPV�WKDW�DUH�PDGH
XS� RI� IRUPHU� FRORQLDO� SODQWDWLRQV�� VHWWOHU� IDUPV�� DQG� FRQWLJXRXV� VPDOOKROGHU� ODQGV
�ZKLFK�ZHUH� QRW� UHWXUQHG� WR� KRXVHKROGV� GXULQJ� GLYHVWLWXUH��� ,QVWHDG�� VWDWH� IDUPV� KDYH
EHHQ� WUDQVIHUUHG� LQWR� MRLQW� YHQWXUHV� ZLWK� ROG� FRORQLDO� FRPSDQLHV�� ZKLFK� KDYH� DOVR
REWDLQHG�PRQRSROLVWLF�DQG�PRQRSVRQLVWLF�SULYLOHJHV� LQ�D�UHSHDW�RI�FRORQLDO�SDWWHUQV�RI
GHYHORSPHQW� �$GGLVRQ�����E� DQG�:X\WV� ������� ,QVLGHUV�� LQFOXGLQJ� VWDWH� DFWRUV�� KDYH
UXQ� GLYHVWLWXUH� IRU� WKHLU� RZQ� EHQHILW�� 7KH� SRRU� KDYH� EHHQ� XQDEOH� WR� PDNH� WKHLU� ZD\
WKURXJK�WKH�EXUHDXFUDF\��DQG�FRUUXSWLRQ��WR�REWDLQ�WKLV�ODQG��IHPDOH�KHDGHG�KRXVHKROGV
KDYH� WKH� OHDVW� VXFFHVV� �2¶/DXJKOLQ��������3RYHUW\� UHGXFWLRQ�ZDV� WKHUHIRUH�PLVVLQJ� LQ
WKH�ZD\�GLYHVWLWXUH�ZDV�GHVLJQHG�DQG�PDQDJHG�LQ�0R]DPELTXH��5HVROYLQJ�SULYDWH�DQG
FRPPXQLW\� LQWHUHVWV� ZLOO� EH� D� PDMRU� SRVW�ZDU� SROLF\� LVVXH� LQ� $QJROD�� JLYHQ� WKH
FRXQWU\¶V� FDSDFLW\� IRU� FRPPHUFLDO� DJULFXOWXUH�� DQG� WKXV� WKH� SRWHQWLDO� YDOXH� RI� SULPH
ODQG�IRU�LQVLGHUV�DQG�IRUHLJQ�LQYHVWRUV�

7KH�ILQDO�LVVXH�WKDW�ZH�KDYH�RQO\�EULHIO\�WRXFKHG�XSRQ�LV�ZDU¶V�GHYDVWDWLQJ�HIIHFW�RQ�WKH
VRFLDO� LQIUDVWUXFWXUH� �HGXFDWLRQ�� KHDOWK�� VDQLWDWLRQ� DQG� ZDWHU�� QHFHVVDU\� IRU� KXPDQ
GHYHORSPHQW²DV�ZHOO�DV�WKH�QHJOHFW�RI�EDVLF�VRFLDO�VHUYLFHV�LQ�GHYHORSPHQW�VWUDWHJLHV�
2XU�FRXQWULHV�KDYH�VRPH�RI�WKH�ZRUOG¶V�ZRUVW�VRFLDO�LQGLFDWRUV��VHH�7DEOH�����%XW�VLQFH
WKHVH� DUH� PDLQO\� SXEOLF� JRRGV� ZKRVH� SURYLVLRQ� LV� GHSHQGHQW� XSRQ� ILVFDO� �DQG� DLG�
FKRLFHV��WKLV�LVVXH�LV�FRQVLGHUHG�VHSDUDWHO\�LQ�$GGLVRQ�DQG�1GLNXPDQD��������

� 5HYLWDOL]LQJ�SULYDWH�VHFWRUV

$V�LQ�WKH�FDVH�RI�FRPPXQLWLHV�� WKH�SULYDWH�VHFWRU�FRQVLVWV�RI�D�ZLGH�UDQJH�RI�DFWRUV²
IURP�ODUJH�FRPPHUFLDO�ILUPV�GRZQZDUG�LQ�VFDOH��,QGHHG��DW�WKH�VPDOOHVW�HQG��KRXVHKROGV
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Table 1
Human Development Indicators

Life
expectancy

at birth
(years, 1998)

Adult literacy
(% 15 and

above, 1998)

Combined first,
second, and

third year level
gross

enrolment ratio
(%, 1998) HDI index

Angola 47.0 42.0 25 0.405

Eritrea 51.1 51.7 27 0.408

Ethiopia 43.4 36.3 26 0.309

Guinea-Bissau 44.9 36.7 34 0.331

Mozambique 43.8 42.3 25 0.341

Average for Low Income
Countries

63.4 68.9 56 0.602

Average for UNDP Low
Human Development Group

50.9 48.8 37 0.421

Comparison Countries

Senegal 52.7 35.5 36 0.416

Tanzania 47.9 73.6 33 0.415

Uganda 40.7 65.0 41 0.409

Source: UNDP (2000).

Note: Data are for 1998 or latest available year.

RSHUDWLQJ�PLFUR�HQWHUSULVHV�KDYH�LQWHUHVWV�DV�ERWK�SULYDWH�VHFWRU�DFWRUV�DQG�FRPPXQLW\
PHPEHUV�� 1HYHUWKHOHVV�� OLNH� WKH� WHUP� µFRPPXQLWLHV¶�� WKH� WHUP� µSULYDWH� VHFWRU¶� LV
FRQYHQLHQW� VKRUWKDQG� IRU� DGGUHVVLQJ� D� EXQGOH� RI� FRPPRQ� SROLF\� LVVXHV� �VXFK� DV
EXVLQHVV� WD[DWLRQ� DQG� UHJXODWLRQ�� DQG� LQWHUHVWV� �UHODWLYH� WR� RWKHU� QDWLRQDO� DFWRUV��
7KHUHIRUH�RXU�GLVFXVVLRQ�LQHYLWDEO\�EULQJV�IRUZDUG�VRPH�LVVXHV�UHJDUGLQJ�WKH�UROH�RI�WKH
VWDWH�YLV�j�YLV�WKH�SULYDWH�VHFWRU��WKH�VWDWH�LWVHOI�LV�GLVFXVVHG�LQ�VHFWLRQ����

&RPPXQLWLHV� FDQQRW� GHYHORS� QHZ� OLYHOLKRRGV� ZLWKRXW� EURDG� UHFRYHU\� LQ� QDWLRQDO
HFRQRPLHV�� DQG� WKXV� VXEVWDQWLDO� SULYDWH� LQYHVWPHQW�� 7KH� ODWWHU� FUHDWHV� PRUH� RII�IDUP
HPSOR\PHQW�� QHZ� PDUNHWV� IRU� PLFUR�HQWHUSULVHV�� DQG� UHGXFHV� WUDQVDFWLRQV� FRVWV
�HVSHFLDOO\� EHWZHHQ� UHPRWHU� UHJLRQV� DQG� XUEDQ� FHQWUHV�� E\� H[SDQGLQJ� UHWDLO� DQG
ZKROHVDOH�WUDGH��5DLVLQJ�GRPHVWLF�DQG�IRUHLJQ�LQYHVWPHQW�UHTXLUHV�H[WHQVLYH�UHJXODWRU\
UHIRUP�LQ�DUHDV�VXFK�DV�EXVLQHVV�OLFHQVLQJ�DQG�FRPPHUFLDO�ODZ��ODUJHO\�D�UHGXQGDQW�PL[
RI� FRORQLDO�HUD� UHJXODWLRQ�� DQG� VRFLDOLVW�HUD� SURKLELWLRQ� RQ� SULYDWH� DFWLYLW\��� WRJHWKHU
ZLWK�WKH�UHIRUP�RI�ODQG�WHQXUH��$URQ�������
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$JULFXOWXUDO�PDUNHWLQJ�GHPRQVWUDWHV�WKH�LPSRUWDQFH�RI�SULYDWH�LQYHVWPHQW�WR�UHFRYHU\�
,Q� $QJROD�� *XLQHD�%LVVDX�� DQG� 0R]DPELTXH�� SULYDWH� PDUNHWLQJ� GHFOLQHG� ZLWK� WKH
H[RGXV�RI�3RUWXJXHVH�WUDGHUV�DW�LQGHSHQGHQFH��DQG�WKH�LQWURGXFWLRQ�RI�FRQWUROV�DQG�VWDWH
PDUNHWLQJ�E\�QHZ�JRYHUQPHQWV��-RQHV��������%XW�VWDWH�PDUNHWLQJ�LQVWLWXWLRQV�GHJUDGHG
DV�D�UHVXOW�RI�ZDU�DQG�WKH�HVFDODWLQJ�ILVFDO�FRVWV�RI�WKHLU�LQHIILFLHQF\��3DUDOOHO�PDUNHWV��DW
ILUVW�LOOHJDO�DQG�WKHQ�WROHUDWHG��JUHZ��%\�������WKH�$QJRODQ�JRYHUQPHQW�ERXJKW�RQO\��
SHU�FHQW�RI�QDWLRQDO�PDL]H�RXWSXW��PRVWO\�IURP�LWV�RZQ�VWDWH�IDUPV��6RJJH������������
DQG�0R]DPELTXH¶V�DUP\�ERXJKW�PXFK�RI� LWV� IRRG�VXSSO\� IURP�SULYDWH� WUDGHUV� �:X\WV
��������$JULFXOWXUDO�OLEHUDOL]DWLRQ�OHJDOL]HG�D�GH�IDFWR�IUHH�PDUNHW��DQG�E\�HOLPLQDWLQJ
WKH�FRVWV�RI�LOOHJDO�WUDGH�LW�VWLPXODWHG�PRUH�LQYHVWPHQW�LQ�WUDGH²WR�WKH�EHQHILW�RI�PDQ\
FRQVXPHUV�DQG�SURGXFHUV�

0R]DPELTXH��WKH�HDUOLHVW�OLEHUDOL]HU�DQG�WKH�FRXQWU\�DW�SHDFH�IRU�WKH�ORQJHVW�WLPH��EHVW
LOOXVWUDWHV� WKH� LVVXHV��)ROORZLQJ�GHFRQWURO� DQG� WKH� SHDFH� DJUHHPHQW� LQ� ������ LQIRUPDO
WUDGHUV� DQG� VPDOO�VFDOH� PLOOHUV� H[SDQGHG� WKHLU� RSHUDWLRQV�� ZLWK� LQIRUPDO� ZKROHVDOHUV
WUDQVSRUWLQJ� JUDLQ� WR� WKH� PDLQ� FRQVXPSWLRQ� FHQWUHV�� )RUPDO� ODUJH�VFDOH� ZKROHVDOHUV
H[SDQGHG�IROORZLQJ�WKH�UHOD[DWLRQ�RI�H[SRUW�FRQWUROV�RQ�IRRG�DQG�WKH�UHVXOWLQJ�LQFUHDVH
LQ�WKH�SURILWDELOLW\�RI�FURVV�ERUGHU�WUDGH��7VFKLUOH\�DQG�6DQWRV��������0DUJLQV�IHOO�DQG
VLJQLILFDQW�LQWHU�UHJLRQDO�SULFH�DUELWUDJH�RFFXUUHG²WR�WKH�EHQHILW�RI�PRVW�SURGXFHUV�DQG
FRQVXPHUV��DOVR�WKH�FDVH�LQ�SRVW�ZDU�(WKLRSLD��VHH�'HUFRQ�������

%XW�WKH�HDV\�JDLQV�KDYH�EHHQ�PDGH��DQG�FRQVLGHUDEOH�SULYDWH�LQYHVWPHQW�LV�VWLOO�QHHGHG
WR� EURDGHQ� WKH� PDUNHW�� HOLPLQDWH� ORFDO� PRQRSVRQLHV�� DQG� LQFUHDVH� WKH� DYDLODELOLW\� RI
DJULFXOWXUDO� LQSXWV²HVSHFLDOO\� LQ� UHPRWHU� DUHDV� �VHH� GH� 6RXVD� ����� IRU
UHFRPPHQGDWLRQV���$QG�KLJK�WUDQVSRUW�FRVWV�UHGXFH�SULFHV�IRU�SURGXFHUV�DQG�UDLVH�WKHP
IRU� FRQVXPHUV�� UHGXFLQJ� WKH� ZHOIDUH� RI� ERWK� �7VFKLUOH\� ������ ���� 6XEVWDQWLDO� SXEOLF
LQYHVWPHQW� LV� WKHUHIRUH� QHFHVVDU\� WR� LPSURYH� URDG� LQIUDVWUXFWXUH�� 7KLV� ZLOO� LQFUHDVH
SULYDWH�UDWHV�RI�UHWXUQ�WR�LQYHVWPHQWV�LQ�WUDGH��D�JRRG�LOOXVWUDWLRQ�RI�WKH�FRPSOHPHQWDULW\
EHWZHHQ�SXEOLF�DQG�SULYDWH�LQYHVWPHQW�LQ�UDLVLQJ�JURZWK�DQG�UHGXFLQJ�SRYHUW\�

3ULYDWH� LQYHVWPHQW� LQ� WKH� VHFWRUV� RI� PRVW� LPSRUWDQFH� IRU� EURDG�EDVHG� UHFRQVWUXFWLRQ
FDQQRW� WDNH� SODFH� ZLWKRXW� D� VXSSRUWLQJ� PDFURHFRQRPLF� IUDPHZRUN�� VLQFH
PDFURHFRQRPLF�SROLF\�VWURQJO\�DIIHFWV�SULYDWH�LQFHQWLYHV��0R]DPELTXH¶V�OLEHUDOL]DWLRQ
RI� WUDGH� DQG� H[FKDQJH� UDWH� SROLF\� ZDV� PRVWO\� SRVLWLYH� LQ� VKLIWLQJ� SULYDWH� SURGXFWLRQ
LQFHQWLYHV�WRZDUGV�WUDGDEOHV��HVSHFLDOO\�LQ�DJULFXOWXUH�DQG�WRXULVP��7KLV�UDLVHG�UHWXUQV�WR
SULYDWH� �DQG� SXEOLF�� LQYHVWPHQW� LQ� WKHLU� UHFRQVWUXFWLRQ²DOWKRXJK� WKH� UHPRYDO� RI
SURWHFWLRQ�IURP�FDVKHZ�QXW�SURFHVVLQJ�UHPDLQV�FRQWURYHUVLDO��&DVWHO�%UDQFR�HW�DO�������
+DQORQ�������DQG�0ROH�DQG�:HEHU��������6LPLODUO\��OLEHUDOL]DWLRQ�LQ�(WKLRSLD�EHQHILWHG
PDQ\�SRRU�KRXVHKROGV��DOWKRXJK�WKH�VFDOH�RI� WKH�EHQHILWV�GHSHQGV��DV�DOZD\V��RQ� WKHLU
DFFHVV�WR�SURGXFWLYH�DVVHWV��'HUFRQ�������

,Q�FRQWUDVW��EDGO\�GHVLJQHG�PDFURHFRQRPLF�SROLF\�LPSHGHV�SRYHUW\�UHGXFWLRQ��$QJROD¶V
K\SHULQIODWLRQ�� FRPELQHG� ZLWK� WKH� FXUUHQF\� RYHUYDOXDWLRQ� DVVRFLDWHG� ZLWK� WKH� GXDO
H[FKDQJH�UDWH� V\VWHP�� VWXQWHG� GLYHUVLILFDWLRQ� LQWR� QRQ�RLO� WUDGDEOHV� �$JXLODU� ������
,QVLGHUV�KDG�DFFHVV�WR�IRUHLJQ�H[FKDQJH�DW�WKH�RIILFLDO�UDWH�WKDW�FRXOG�WKHQ�EH�UHVROG�LQ
WKH�SDUDOOHO�PDUNHW� IRU�D�KDQGVRPH�SURILW��7KLV�HQFRXUDJHG� LQYHVWPHQW� LQ�UHQW�VHHNLQJ
FRPPHUFH�� UDWKHU� WKDQ� LQ� SURGXFWLRQ�� IXUWKHU� UHGXFLQJ� WKH� DOUHDG\� QDUURZ� EHQHILWV� RI
������������������������������������������������

� 6XEVWDQWLDO� UHQWV�ZHUH� HDUQHG� IURP� VHOOLQJ� IRRG� DLG� RQ� WKH� SDUDOOHO�PDUNHW� DIWHU� LW� KDG� OHDNHG� IURP
0R]DPELTXH¶V�RIILFLDO�FKDQQHOV��6DKQ�DQG�'HVDL�������



�

$QJROD¶V� RLO�EDVHG� JURZWK�� 0RUH� JHQHUDOO\�� HFRQRPLF� VWDJQDWLRQ� FRQWULEXWHV� WR� WKH
RFFXUUHQFH� RI� FRQIOLFW� LQ� ORZ�LQFRPH� FRXQWULHV�� DQG� WKHUHIRUH� JRRG� PDFURHFRQRPLF
SROLF\�LV�LPSRUWDQW�WR�VRFLDO�VWDELOLW\��0RUULVVRQ�������

��� %XVLQHVV�VWDWH�UHODWLRQVKLSV

,Q�VXPPDU\��D�UHYLWDOL]HG�SULYDWH�VHFWRU�LV�HVVHQWLDO�WR�UHFRYHU\��%XW�LWV�UHODWLRQVKLS�WR
WKH�VWDWH�UDLVHV�VRPH�IXQGDPHQWDO�LVVXHV�RI�SROLWLFDO�HFRQRP\�WR�ZKLFK�ZH�QRZ�WXUQ�

6WDWH�LQWHUYHQWLRQ�WR�LQIOXHQFH�PDUNHW�VWUXFWXUHV��E\�UHVWULFWLQJ�HQWU\�IRU�H[DPSOH��FDQ
KDYH�GHYHORSPHQWDO�PHULW�LI�LW�DULVHV�IURP�D�ZHOO�GHVLJQHG�VWUDWHJ\�WR�RYHUFRPH�PDUNHW
�RU� LQVWLWXWLRQDO�� LPSHUIHFWLRQV� WKDW� KROG� EDFN� LQYHVWPHQW�� RU� LI� LW� LPSURYHV
PDFURHFRQRPLF�VWDELOLW\��+HQFH��$GGLVRQ�DQG�$OHPD\HKX�*HGD��������PDNH� WKH�FDVH
IRU�UHVWULFWLQJ�HQWU\�LQWR�(WKLRSLD¶V�ILQDQFLDO�V\VWHP�XQWLO�WKH�FHQWUDO�EDQN¶V�FDSDFLW\�IRU
SUXGHQWLDO�UHJXODWLRQ�LPSURYHV��*LYHQ�WKH�GDPDJH�FDXVHG�E\�EDQN�FULVHV��DV�ZHOO�DV�WKH
ILVFDO� FRVWV� RI� WKHLU� UHVROXWLRQ��� WKH� HIILFLHQF\� FRVWV� LQFXUUHG� LQ� OLPLWLQJ� HQWU\� FDQ� EH
MXVWLILHG��VHH�6WLJOLW]��������2YHU�]HDORXV�EDQN�UHJXODWLRQ�FDQ� LPSHGH� WKH� UHFRYHU\�RI
SULYDWH� LQYHVWPHQW�� %XW� RYHU�OLEHUDO� EDQN� UHJXODWLRQ� FDQ� IDFLOLWDWH� WKH� FUHDWLRQ� RI
XQVRXQG� EDQNV� ZKRVH� DFFXPXODWLRQ� RI� EDG� GHEWV²W\SLFDOO\� WKURXJK� VSHFXODWLYH
LQYHVWPHQW� LQ� WKH�SRVW�ZDU� UHKDELOLWDWLRQ�RI�SURSHUW\²FDQ�VSUHDG�GLVWUHVV� ULJKW� DFURVV
WKH� ILQDQFLDO� V\VWHP�� WKHUHE\� VWDOOLQJ� UHFRYHU\� �$GGLVRQ� HW� DO�� �������7KXV�� WKHUH� LV� D
EDODQFH�WR�EH�VWUXFN�

+RZHYHU��FDXWLRQ�PXVW�EH�H[HUFLVHG�LQ�VWDWH�LQWHUYHQWLRQ�JLYHQ�SROLF\�KLVWRULHV�LQ�ZKLFK
WKH� WHFKQLFDO� FDVH� IRU� LQIDQW�LQGXVWU\� SURWHFWLRQ� EHFRPHV� D� FRYHU� IRU� UHQW� VHHNLQJ²
HYHQWXDOO\�VLGHOLQLQJ�GHYHORSPHQWDO�JRDOV��6RPH�LQWHUYHQWLRQV�UHVXOW� IURP�µVWUDGGOLQJ¶
ZKHUHE\� VWDWH� DFWRUV�PDNH� SULYDWH� LQYHVWPHQWV�� DQG� WKHQ� WLOW� UHJXODWLRQ� �DQG� EXVLQHVV
WD[DWLRQ�� LQ� WKHLU� IDYRXU²WKXV� OLPLWLQJ� SULYDWH�VHFWRU� JURZWK� DQG� UHGXFLQJ� SXEOLF
UHYHQXHV� �%LJVWHQ� DQG�0RHQH� ������ ������ (WKLRSLDQ� EXVLQHVVPHQ�� IRU� H[DPSOH�� FLWH
VXFK�GLVFULPLQDWLRQ�DV�D�EDUULHU�WR�LQYHVWPHQW��+DQVVRQ������������$OWKRXJK�WKH�SUHVHQW
UHVWULFWLRQV�RQ�HQWU\�LQWR�(WKLRSLD¶V�EDQNLQJ�V\VWHP�GR�KDYH�GHYHORSPHQWDO�PHULW��WKH\
DOVR�LQGLUHFWO\�IDYRXU�D�GRPHVWLF�EDQN�WKDW�KDV�FORVH�OLQNV�WR�WKH�UXOLQJ�SDUW\��$QJROD��LV
WKH� FOHDUHVW� FDVH� RI� VWUDGGOLQJ�� D� µIHZ� WUXVWHG� HQWHUSULVHV¶� UHWDLQ� D� WLJKW� JULS� RQ� WKH
FRXQWU\¶V�ZKROHVDOH�WUDGH�WKHUHE\�UDLVLQJ�WKH�FRVWV�RI�VPDOOHU�HQWHUSULVHV��DQG� OLPLWLQJ
WKH�JURZWK�RI�EURDGHU�EDVHG�SULYDWH�VHFWRU�JURZWK��$JXLODU�������

$GGLVRQ������E��DUJXHG�WKDW�WKH�QDVFHQW�EXVLQHVV�LQWHUHVWV�RI�VWDWH�DFWRUV�FRQWULEXWHG�WR
WKH� GHFLVLRQ� WR� OLEHUDOL]H� HFRQRPLHV� LQ� WKH� ����V�� 3ULYDWL]DWLRQ� DOVR� IDFLOLWDWHG
VWUDGGOLQJ�� 7KH� QRQ�WUDQVSDUHQW� SULYDWL]DWLRQ� RI� $QJRODQ� VWDWH� DVVHWV� DQG� ZLGHVSUHDG
LUUHJXODULWLHV� LQ�0R]DPELTXH¶V� SULYDWL]DWLRQ�SURJUDPPH� OHG� WR� ODUJH� DQG� LQHJDOLWDULDQ
VKLIWV�LQ�WKH�RZQHUVKLS�RI�SURGXFWLYH�DVVHWV�WKDW�ZLOO�DIIHFW�WKH�SDWWHUQ�RI�JURZWK�DQG�WKH
GLVWULEXWLRQ�RI�LWV�EHQHILWV�IRU�\HDUV�WR�FRPH��VHH�&DVWHO�%UDQFR�HW�DO��������

)XUWKHUPRUH��PDQ\�VWDWH�DFWRUV�GHYHORS�H[WHQVLYH�EXVLQHVV� LQWHUHVWV�GXULQJ�ZDU��DV�GR
UHEHOV��81,7$�LV�D�FDVH�LQ�SRLQW���3UHIHUHQWLDO�UDWLRQLQJ�V\VWHPV��WKHIW�RI�KXPDQLWDULDQ
VXSSOLHV�� EDQGLWU\�� LOOHJDO� PLQLQJ� LQ� FRQIOLFW� ]RQHV�� DQG� SUHGDWLRQ� RQ� FLYLOLDQV�� DOO
SURYLGH� FDSLWDO� IRU� SRVW�ZDU� LQYHVWPHQW� �LQFOXGLQJ� WKH� SXUFKDVH� RI� SULYDWL]HG� VWDWH
DVVHWV��DV�ZHOO�DV�D�PHDQV�WR�H[SDQG�SROLWLFDO�SRZHU��.HHQ�������'XIILHOG�������DQG�/H
%LOORQ��������3ULYDWH�LQYHVWPHQW�RI�WKLV�NLQG�PLJKW�FRQYHUW�µURYLQJ¶�EDQGLWV²ZKR�DUH
PRWLYDWHG�PRUH�E\�ORRW�WKDQ�FDSWXULQJ�VWDWH�SRZHU²LQWR�µVWDWLRQDU\¶�EDQGLWV�ZKR�KDYH



�

D�PDWHULDO�LQWHUHVW�LQ�SUHVHUYLQJ�DQG�EXLOGLQJ�VWDWH�LQVWLWXWLRQV��XVLQJ�WKH�WHUPLQRORJ\�RI
2OVRQ� ������� +HQFH�� WKH� SURSRVDO� DW� RQH� SRLQW� WR� SULYDWL]H� $QJROD¶V� VWDWH� GLDPRQG
PLQLQJ� FRPSDQ\�� (1',$0$�� LQ� IDYRXU� RI�81,7$� EX\HUV�� $OWKRXJK� WKH� FUHDWLRQ� RI
VXFK�µHQFRPSDVVLQJ�LQWHUHVWV¶� LV�RQH�URXWH�WR�SHDFH�� LW� LV�QHYHUWKHOHVV�D�ZHDN�EDVH� IRU
ORQJHU�WHUP�GHYHORSPHQW�DQG�SRYHUW\�UHGXFWLRQ��DV�/LEHULD�GHPRQVWUDWHV��

7KH�LQIOXHQFH�RI�EXVLQHVV�RQ�SROLWLFV��DQG�WKHUHE\�RQ�WKH�SROLF\�DJHQGD��KDV�LQFUHDVHG
ZLWK�WKH�WUDQVLWLRQ�WR�PXOWL�SDUW\�SROLWLFV��DQG�WKH�QHHG�IRU�SULYDWH�ILQDQFH��VLQJOH�SDUW\
V\VWHPV�ZHUH�VWDWH�ILQDQFHG���3ULRU�WR�WKH������HOHFWLRQV��)UHOLPR�UHFHLYHG�GRQDWLRQV�RI
XS� WR� 86�� �� PLOOLRQ� IURP� IRUHLJQ� SULYDWH� LQYHVWRUV� �ZKR� DOVR� KHGJHG� WKHLU� EHWV� E\
GRQDWLQJ�WR�5HQDPR���,W�FRXOG�EH�DUJXHG�WKDW�0R]DPELTXH�LV�VLPSO\�IROORZLQJ�WKH�SDWK
RI� PDWXUH� GHPRFUDFLHV� VXFK� DV� WKH� 8QLWHG� 6WDWHV� LQ� ZKLFK� SULYDWH� IXQGLQJ� RLOV� D
YLJRURXV� FRPSHWLWLYH� SROLWLFV�� DQG� UHVWUDLQV� GDPDJLQJ� DQWL�EXVLQHVV� SROLFLHV� �VHH�
KRZHYHU��%LUQEDXP������RQ�WKH�GLVWRUWLRQV�FDXVHG�E\�86�VW\OH�FDPSDLJQ�ILQDQFH��

5HPRYLQJ� SDUW\� ILQDQFH� IURP� WKH� SXEOLF� SXUVH� LV� GHVLUDEOH�� SRYHUW\� UHGXFWLRQ� VKRXOG
KDYH�ILUVW�FODLP��1HYHUWKHOHVV�WKHUH�DUH�WZR�SUREOHPV��)LUVW��ELJ�EXVLQHVV�FDQ�XVH�SDUW\
GRQDWLRQV�WR�QHJRWLDWH�IDYRXUV�WKDW�DUH�QRW�LQ�WKH�SXEOLF�LQWHUHVW��WD[�EUHDNV��FRQFHVVLRQV�
PRQRSROLHV� RYHU� WKH� PHGLD�� DQG� WKH� GLOXWLRQ� RI� SUXGHQWLDO� EDQN� UHJXODWLRQ�� 0DWXUH
GHPRFUDFLHV� KDYH� EXLOW� LQVWLWXWLRQV� VXFK� DV� MXGLFLDULHV�� FHQWUDO� EDQNV�� DQG� UHJXODWRU\
DXWKRULWLHV� WKDW� DFW� �PRVWO\�� LQ� WKH� SXEOLF� LQWHUHVW�� 7KHVH� KDYH� D� PHDVXUH� RI
LQGHSHQGHQFH� IURP�SROLWLFDO� DFWRUV� DQG� WKHLU�SULYDWH�EDFNHUV�� WKXV� UHGXFLQJ� UHJXODWRU\
FDSWXUH��$UPVWURQJ�HW�DO�������������%XW�VXFK�LQVWLWXWLRQDO�IRUPDWLRQ�LV�RQO\�EHJLQQLQJ
LQ� 0R]DPELTXH� DV� HOVHZKHUH� LQ� GHPRFUDWL]LQJ� $IULFD�� $QG� DOWKRXJK� 0R]DPELTXH¶V
FLYLO�VRFLHW\�LV�JURZLQJ��LW�GRHV�QRW�\HW�PRELOL]H�WKH�IXQGLQJ�QHFHVVDU\�WR�EH�DQ�HIIHFWLYH
FRXQWHUYDLOLQJ� SRZHU� WR� ELJ� EXVLQHVV²LQ� D� ZD\� WKDW� LV� HYLGHQW� LQ�:HVWHUQ� (XURSH¶V
SROLWLFDO�SURFHVVHV��SDUW\�ILQDQFHV��DQG�PHGLD��,QGHHG��DV�D�UHVXOW�RI�UHGXQGDQFLHV�XQGHU
WKH�UHIRUP�SURJUDPPH��0R]DPELTXH¶V�WUDGH�XQLRQ�PRYHPHQW�KDV�ORVW�PHPEHUV��DQG�WKH
YRLFH�RI�ODERXU�KDV�ZHDNHQHG�RYHU�WKH�ODVW�GHFDGH�

,Q� VXPPDU\�� UHFRYHU\� GHSHQGV� RQ� SULYDWH� LQYHVWPHQW� ZKLFK� LQ� WXUQ� EHQHILWV
FRPPXQLWLHV� E\� UHFUHDWLQJ� PDUNHW� QHWZRUNV�� H[SDQGLQJ� MRE� RSSRUWXQLWLHV�� DQG
LQFUHDVLQJ� WKH�PDUNHWV� IRU� VPDOOKROGHU� DJULFXOWXUH� DQG�PLFUR�HQWHUSULVHV��3ULYDWL]DWLRQ
DOVR� UHGXFHV� WKH� ILVFDO� EXUGHQ� RI� 62(� ORVVHV�� WKXV� UHOHDVLQJ� UHVRXUFHV� IRU� EDVLF
LQIUDVWUXFWXUH�DQG�VHUYLFHV�� DQG�QHZO\�UHIRUPHG�EDQNLQJ� V\VWHPV�ZLOO� QRW�EH�YLDEOH� LI
WKH\�KDYH�WR�SURYLGH�62(V�ZLWK�WKH�HDV\�FUHGLWV�RI�WKH�ROG�VWDWH�EDQNLQJ�GD\V��+RZHYHU�
LQWHUFRQQHFWLQJ� ZLWK� WKH� µWHFKQLFDO¶� DJHQGDV� RI� SULYDWH�VHFWRU� GHYHORSPHQW� DQG
SULYDWL]DWLRQ�DUH�WKH�SROLWLFDO�DJHQGDV�RI�VWUDGGOLQJ��ZDU�WR�SHDFH�WUDQVLWLRQ��DQG�PXOWL�
SDUW\�SROLWLFV��7KH�ODWWHU�DJHQGDV�XOWLPDWHO\�DIIHFW�WKH�WUDQVSDUHQF\�RI�SULYDWL]DWLRQ��DQG
WKXV� LWV�VRFLDO�EHQHILWV��DQG� WKH�IUHHGRP�RI� UHJXODWRU\�DXWKRULWLHV� �ZKHQ� WKH\�H[LVW�� WR
DFW� LQ� WKH�SXEOLF� LQWHUHVW��'RQRUV�KDYH�EHHQ�H[WUDRUGLQDULO\�QDLYH� LQ� WKHLU� DSSURDFK� WR
SULYDWL]DWLRQ��LQ�SDUWLFXODU�WKH\�KDYH�QHJOHFWHG�WKH�LVVXH�RI�SRVW�SULYDWL]DWLRQ�UHJXODWLRQ�
GHVSLWH� WKH� HYLGHQFH� IURP� GRQRUV¶� RZQ� FRXQWULHV� WKDW� UHJXODWLRQ� LV� FUXFLDO� WR
PD[LPL]LQJ� FRQVXPHU� ZHOIDUH� �$UPVWURQJ� HW� DO�� ������� 7KLV� EULQJV� XV� WR� WKH� ILQDO
QDWLRQDO�DFWRU��WKH�VWDWH�LWVHOI�



��

� 7UDQVIRUPLQJ�VWDWHV

:DU�DQG� HFRQRPLF� UHIRUP�FRQWLQXH� WR� UHVKDSH� WKH� VWDWH� DQG� LWV� LQVWLWXWLRQV� LQ�$IULFD�
6RPH� RI� WKLV� FKDQJH� DULVHV� IURP� SXUSRVHIXO� VWUDWHJLHV� GHVLJQHG� E\� VWDWH� DFWRUV�� %XW
VRPH�FRPHV�IURP�IRUFHV� WKDW�DUH�SDUWLDOO\��RU�HQWLUHO\��RXWVLGH� WKHLU�FRQWURO�� LQFOXGLQJ
WKH�ILVFDO�LPSDFW�RI�IOXFWXDWLRQV�LQ�LQWHUQDWLRQDO�FRPPRGLW\�SULFHV��WKH�HEE�DQG�IORZ�RI
UHJLRQDO� FRQIOLFWV�� DQG� WKH� GHFLVLRQV� RI� DLG� GRQRUV�� 7KH� EDODQFH� RI� SRZHU²EHWZHHQ
VWDWH� DFWRUV� DQG� UHODWLYH� WR� FLYLO� VRFLHW\�� RSSRVLWLRQ� SDUWLHV�� DQG� UHEHOV²LV� DOVR
FRQVWDQWO\� VKLIWLQJ�� 7KXV�� DW� SUHVHQW� WKH� PLOLWDU\� LV� RQFH� DJDLQ� LQ� WKH� DVFHQGDQW� LQ
$QJROD��*XLQHD�%LVVDX��(ULWUHD��DQG�(WKLRSLD��VHH�.RYVWHG�DQG�7DUS������RQ�*XLQHD�
%LVVDX��

2XU�VHOHFWHG�FDVH�VWXG\�FRXQWULHV�DUH�XQGHUWDNLQJ�WUDGH�DQG�H[FKDQJH�UDWH�OLEHUDOL]DWLRQ�
PDUNHW� GHFRQWURO�� ILVFDO� UHIRUP�� SULYDWL]DWLRQ�� DQG� ILQDQFLDO� UHIRUP� �VXPPDUL]HG� LQ
%R[����� 7KH� SDFH� DQG� VHTXHQFLQJ� RI� UHIRUP� LV� FHUWDLQO\� QRW� XQLIRUP��0R]DPELTXH¶V
UHIRUPV� DUH� WKH�PRVW� FRPSUHKHQVLYH� DQG�PRVW� VXVWDLQHG� DQG�� DORQJ�ZLWK� (ULWUHD� DQG
(WKLRSLD��WKH�PRVW�FRKHUHQWO\�SODQQHG��*XLQHD�%LVVDX�ZDV�VXVWDLQLQJ�UHIRUP�SULRU�WR�WKH
�����FRQIOLFW�� DQG� MRLQHG� WKH�&)$�)UDQF�=RQH� LQ� ����� �.RYVWHG� DQG�7DUS������� DQG
=HMDQ�DQG�.RNNR��������$QJROD¶V�UHIRUPV�DUH�WKH�OHDVW�DGYDQFHG��UHYHUVDO�LV�IUHTXHQW�
DQG�SROLF\�VKLIWV�DUH� VXGGHQ�ZLWK� OLWWOH�DWWHQWLRQ� WR� WKHLU� VRFLDO�HIIHFWV�� WKH� LQFUHDVH� LQ
IXHO�SULFHV�E\�������SHU�FHQW�LQ������EHLQJ�WKH�PRVW�UHFHQW�H[DPSOH��$JXLODU��������7KH
PDLQ�FRXQWU\�GLIIHUHQFHV� DUH� LQ� WKH� DUHDV�RI�SULYDWL]DWLRQ�� ILQDQFLDO� UHIRUP�� DQG� ILVFDO
UHIRUP�� ,Q� SULYDWL]DWLRQ��0R]DPELTXH� LV� DW� WKH� IRUHIURQW�� ZKLOH� WKH� SDFH� LV� VORZHU� LQ
$QJROD� �GXH� WR� RSSRVLWLRQ� IURP� UHQW�VHHNHUV�� DQG� (WKLRSLD��ZKHUH� WKH� JRYHUQPHQW� LV
ZDU\�RI�SULYDWL]DWLRQ��ZKLFK�KDV�ODUJHO\�EHHQ�FRQILQHG�WR�VPDOOHU�62(V��7KH����������
ZDU� VWDOOHG� SULYDWL]DWLRQ� LQ� (ULWUHD�� DOWKRXJK� WKH� JRYHUQPHQW� VWLOO� KRSHV� WR� UHVWDUW
GLYHVWLWXUH�WR�DWWUDFW�IRUHLJQ�LQYHVWPHQW��+DQVVRQ�������

7KH� UHIRUP� DJHQGD� LV�� DV� HOVHZKHUH� LQ� 66$�� KLJKO\� DPELWLRXV�� (FRQRPLF� UHIRUP� LV
QHFHVVDU\� WR�KDOW��DQG�UHYHUVH�� WKH�VOLGH� LQ� OLYLQJ�VWDQGDUGV²*'3�SHU� FDSLWD� LV�EDUHO\
DERYH�LWV������OHYHO�LQ�RXU�VHOHFWHG�FRXQWULHV��DQG�LQ�$QJROD�LW�LV�IDU�EHORZ��)LJXUH����
%XW� WKHUH� UHPDLQ� LPSRUWDQW�DUHDV�RI� UHIRUP�GHVLJQ�DQG� LPSOHPHQWDWLRQ²HVSHFLDOO\� LQ
ILVFDO� SROLF\�� SULYDWL]DWLRQ�� DQG� ILQDQFLDO� UHIRUP²WKDW� UHPDLQ� FRQWURYHUVLDO�� 7KHVH� DOO
EHDU�RQ�WKH�UROH�RI�WKH�VWDWH�YLV�j�YLV�WKH�SULYDWH�VHFWRU�LQ�WKH�GHYHORSPHQW�SURFHVV��DQG
DUH�GLVFXVVHG�LQ�SDUWV�,,,�DQG�,9�RI�$GGLVRQ������D��

3ULYDWH�DJHQWV�FDQ�UHVWRUH�GD\�WR�GD\�PDUNHW�DFWLYLW\�DQG�VRPH�SULYDWH�LQIUDVWUXFWXUH²
HYHQ�ZKHQ� WKH�VWDWH� LV� WRR�ZHDN� WR�SURYLGH�PRVW�SXEOLF�JRRGV�� ,QGHHG��6RPDOLD� LV� DQ
H[DPSOH�RI� KRZ�SULYDWH� DJHQWV� �LQFOXGLQJ�ZDUORUGV�� FRQVWUXFW� LQIRUPDO� LQVWLWXWLRQV� WR
UHSODFH� D� IRUPDO� VWDWH� WKDW� KDV� FROODSVHG�� WKHUHE\� UHGXFLQJ� VRPH� RI� WKH� YHU\� KLJK
WUDQVDFWLRQV�FRVWV�WKDW�RWKHUZLVH�OLPLW�PDUNHW�H[FKDQJH�ZKHQ�WKH�IRUPDO�HQIRUFHPHQW�RI
SURSHUW\�ULJKWV�LV�ODUJHO\�DEVHQW��0XEDUDN���������%XW��WKHUH�DUH�OLPLWV�WR�SULYDWH�VHFWRU
LQJHQXLW\��DQ�HIIHFWLYH�VWDWH� LV�QHFHVVDU\� IRU� IDVW�SULYDWH�VHFWRU�JURZWK��6RXWK�.RUHD¶V
UHFRYHU\�IURP�ZDU�WRJHWKHU�ZLWK�WKH�UHFRYHU\�RI�-DSDQ�DQG�:HVWHUQ�(XURSH�IURP�:RUOG
:DU�,,�DUH�FOHDU�H[DPSOHV�

������������������������������������������������

� $�QHZ�VWDWH�KDV�EHHQ�FUHDWHG�LQ�6RPDOLODQG�
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Box 1: Old and new policy agendas

Old Agenda

Development strategy
�� state-led development: state-owned enterprises

in agriculture, industry, utilities, finance and
commerce

�� inward-orientated development: excessive
protection of domestic markets through
quantitative restrictions (QRs) on imports. Large
export taxes on agricultural tradables

�� poverty reduction through consumer subsidies
and price controls. Poverty reduction and
human development disconnected from the
macro-economic framework

�� property rights vested in the state, insecurity in
property rights, weak and politicised legal
systems

�� ownership of common property resources (land,
forests, fisheries) vested in the state leading to
over-exploitation

Macroeconomic policy
�� public spending with low-social returns, low tax

effort, large unfunded fiscal deficits, passive
monetary financing of fiscal deficits

�� interest rate ceilings on loans and savings:
negative real interest rates, directed credit

�� exchange controls

�� currency overvaluation to subsidize capital-
intensive production (leading to reduced
incentives to produce tradables)

Sector Policies
�� state agricultural marketing organizations:

inefficient and rent-seeking
�� controlled producer prices: real producer price

declines

�� inefficient allocation of public money to state
farms

�� mandatory and coercive peasants associations
�� focus on large-scale manufacturing and capital

subsidies for large industries. Small- and
medium sized enterprises neglected.

�� retail trade nationalized or severely restricted,
intense regulation of enterprise

New Agenda

�� market led development: privatization and
commercialization of SOEs, encouragement to
domestic and foreign private investors

�� outward-orientated development: QRs replaced
by tariffs, average tariff level, and dispersion of
tariffs reduced; export-led development,
diversification into non-traditional exports

�� targeted safety nets, focus on basic health
services and primary education. Inclusion of
poverty objective in overall macro framework

�� legal reform to protect individual property

�� private commercial land-ownership and/or
traditional land tenure strengthened. Community
access to natural capital secured

�� public expenditures focused on core priorities,
increased revenue mobilization, reduction in
unfunded fiscal deficit

�� market determined interest rates (positive real
interest rates to encourage savings), market
allocation of credit

�� reduced controls on current and capital account
transactions

�� currency managed to maintain incentives to
tradables production

�� removal of restrictions on private trade and
inter-regional movement of crops

�� focus on increasing competition in trade to
reduce margins, and thus raise prices for
producers and lower them for consumers

�� focus of public money on services of most
benefit to smallholders and commercial farms

�� voluntary smallholder associations
�� withdrawal of direct and indirect subsidies to

large industries, reduction in disincentives to
small and medium sized enterprises

�� liberalization of retail trade. Lifting of
burdensome enterprise regulations
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Figure 1
Real GDP per capita for case study countries in US$ (constant 1995 prices)
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Source: World Bank (2000).

,QGHHG��SODQQLQJ��VWDWH�LQWHUYHQWLRQ��FDSLWDO�DQG�WUDGH�FRQWUROV�DV�ZHOO�DV�GLUHFWHG�FUHGLW
PDUNHG� WKH� VXFFHVVIXO� UHFRQVWUXFWLRQ� FDVHV� MXVW� FLWHG� �<HUJLQ� DQG� 6WDQLVODZ� ������
)URP�DQ�KLVWRULFDO�SHUVSHFWLYH��FRQWHPSRUDU\�ZDU�WR�SHDFH�WUDQVLWLRQV�DUH�XQXVXDO�LQ�WKH
VFDOH� RI� PDUNHW�OLEHUDOL]DWLRQ� VLPXOWDQHRXVO\� DFFRPSDQ\LQJ� UHFRQVWUXFWLRQ� LWVHOI�� ,Q
SDUW� WKLV� UHIOHFWV� WKH� SHUVSHFWLYHV� DQG� FRQGLWLRQDOLW\� RI� WKH� GRPLQDQW� GRQRUV�� WKH� ,0)
DQG�WKH�:RUOG�%DQN��7KH�%DQN�DQG�WKH�)XQG�WDNH�WKH�8QLWHG�6WDWHV�DV�WKHLU�SDUDGLJP�RI
D�PDUNHW�HFRQRP\��UDWKHU�WKDQ�-DSDQ�RU�:HVWHUQ�(XURSH��%XW�WKH�8QLWHG�6WDWHV��XQOLNH
-DSDQ� RU�:HVWHUQ� (XURSH��ZDV� QHYHU� GHYDVWDWHG� E\�ZDU�� 7KH� SRVW�ZDU� QHHG� IRU� VWDWH
LQWHUYHQWLRQ�WR�PRELOL]H�DQG�GLUHFW�UHVRXUFHV�WR�UHFRQVWUXFWLRQ�OHG�WR�D�JUHDWHU�UROH�IRU
WKH�VWDWH�LQ� WKH�PDUNHW�HFRQRPLHV�RI�-DSDQ�DQG�:HVWHUQ�(XURSH��VHH�'RUQEXVFK�HW�DO�
������0LOZDUG�������

,Q� VR� IDU� DV�$IULFD¶V� FRQIOLFW� FRXQWULHV� DUH� DEOH� WR� VWUHQJWKHQ� VWDWH� HIIHFWLYHQHVV�� WKHLU
PHQX�RI�SROLF\�RSWLRQV�ZLGHQV²DQG�WKH\�PD\�EH�DEOH�WR�GUDZ�XSRQ�LQWHUYHQWLRQV�WKDW
SURYHG�XVHIXO� LQ� WKH�SRVW�ZDU� UHFRYHULHV�RI� -DSDQ��6RXWK�.RUHD��DQG�:HVWHUQ�(XURSH�
&HUWDLQO\��DV�&DVWHO�%UDQFR�HW�DO���������DUJXH��WKHVH�FRXQWULHV�QHHG�D�VWUDWHJLF�YLVLRQ�RI
HFRQRPLF� GHYHORSPHQW�� %XW� IRU� WKH� SUHVHQW�� OLPLWHG� VWDWH� HIIHFWLYHQHVV²WKH� PDLQ
UHDVRQ� ZK\� FRQWHPSRUDU\� UHFRQVWUXFWLRQV� DUH� DVVRFLDWHG� ZLWK� FRQVLGHUDEOH
OLEHUDOL]DWLRQ²LPSOLHV�WKDW�VWDWHV�PXVW�IRFXV�RQ�D�QDUURZHU��EXW�VWLOO�YHU\�ODUJH��UDQJH
RI� WDVNV�� 7KHVH� LQFOXGH� WKH� VXVWDLQDEOH� PDQDJHPHQW� RI� QDWXUDO� FDSLWDO� �DQG� WKH
SURWHFWLRQ�RI�FRPPXQLW\�DFFHVV�WR�LW���WKH�SUXGHQWLDO�UHJXODWLRQ�RI�WKH�ILQDQFLDO�V\VWHP�
DQG� WKH� WUDQVSDUHQW�PDQDJHPHQW� RI� WKH� UHPDLQLQJ�SULYDWL]DWLRQ�SURFHVV�� WRJHWKHU�ZLWK
WKH�UHJXODWLRQ�RI�SRVW�SULYDWL]DWLRQ�XWLOLWLHV�LQ�WKH�SXEOLF�LQWHUHVW��$QG��PRVW�RI�DOO�� WKH
VWDWH� PXVW� GHOLYHU� EDVLF� VHUYLFHV� DQG� LQIUDVWUXFWXUH� WR� SRRU� FRPPXQLWLHV�� 7KLV� LV� D
SULRULW\�WKDW�LV�VWLOO�WR�EH�PHW�LQ�DOO�RI�RXU�FDVH�VWXG\�FRXQWULHV��$GGLVRQ�DQG�1GLNXPDQD
������%LJVWHQ�������
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��� (FRQRPLF�WUDQVLWLRQ

$IULFD¶V�VWDWH�VRFLDOLVW�FRXQWULHV�ZHUH�IDU�IURP�EHLQJ�WKH�SODQQHG�HFRQRPLHV�VHHQ�LQ�WKH
6RYLHW�8QLRQ�RU�SUH������&KLQD��LUUHVSHFWLYH�RI�WKHLU�HDUO\�DVSLUDWLRQV��6WDWH�VRFLDOLVP
ODVWHG�IRU�RQO\�D�VKRUW�SHULRG��DQG�LW�ZDV�LQWHUUXSWHG�E\�ZDU�ZKLFK�OHG�WR�FRQVLGHUDEOH�GH
IDFWR�PDUNHW�OLEHUDOL]DWLRQ��6WDWH�FDSDFLW\�LQ�$IULFD�ZDV�QRW�LQ�DQ\�FDVH�XS�WR�WKH�WDVN�RI
LPSRVLQJ�FHQWUDO�SODQQLQJ�RQ�SUHGRPLQDQWO\�UXUDO�HFRQRPLHV��$GGLVRQ�����E��

%XW�WKLV�GRHV�QRW�PHDQ�WKDW�WKH�WUDQVLWLRQ�H[SHULHQFHV�LQ�$VLD��&KLQD�DQG�9LHWQDP��DQG
(DVWHUQ�(XURSH�DQG�WKH�IRUPHU�6RYLHW�8QLRQ��((�)68��DUH�LUUHOHYDQW�WR�XQGHUVWDQGLQJ
WKH�UHIRUP�SURFHVV�LQ�RXU�VHOHFWHG�FRXQWULHV��RU�LQ�$IULFD�PRUH�JHQHUDOO\��)DU�IURP�LW��,W
LV� QRZ� ZLGHO\� UHFRJQL]HG�� IRU� $IULFD� DQG� HOVHZKHUH�� WKDW� LQVWLWXWLRQDO� LQYHVWPHQW� LV
FULWLFDO�WR�WKH�FUHDWLRQ�RI�D�PDUNHW�HFRQRP\�WKDW�VSUHDGV�LWV�EHQHILWV�DFURVV�VRFLHW\²DQG
QRW� MXVW� WR� D� QDUURZ�HOLWH� �YDQ�GHU�*HHVW� DQG�YDQ�GHU�+RHYHQ�������0F*LOOLYUD\� DQG
0RUULVVH\���������,Q�((�)68�� WKH�DEVHQFH�RI�ZHOO�GHILQHG�SURSHUW\� ULJKWV�DQG� LQVLGHU
SULYDWL]DWLRQ�VKLIWHG�ODUJH�DPRXQWV�RI�VWDWH�DVVHWV�LQWR�SULYDWH�KDQGV�RQ�YHU\�IDYRXUDEOH
WHUPV��6WLJOLW]��������7KLV�ZDV�IDFLOLWDWHG�E\�VWUDGGOLQJ�EHWZHHQ�SULYDWH�DQG�VWDWH�DFWRUV�
WKH�IRUPHU�XVLQJ�QHZO\� IRUPHG�SULYDWH�EDQNV� WR� OHYHUDJH� WKHLU�DVVHW�ZLQGIDOOV� IXUWKHU�
ILQDQFH�SROLWLFDO� SDUWLHV� �WKHUHE\� HQVXULQJ� UHJXODWRU\� FDSWXUH��� DQG� FUHDWH� D� FRPSOLDQW
SULYDWH�PHGLD��.RORGNR�������

0XFK� WKH� VDPH� SURFHVV� LV� RFFXUULQJ� LQ� $QJROD�� WKHUH� LV� HYLGHQFH� IRU� LW� LQ
0R]DPELTXH²WKH� JUDEELQJ� RI� VWDWH� IDUPV� DQG� SURSHUW\� DW� ORFDO� OHYHO� LV� DNLQ� WR� WKH
µZLOG¶� RU� µVSRQWDQHRXV¶� ORFDO� SULYDWL]DWLRQV� RI� WKH� )68²DQG� (WKLRSLD� KDV� VHHQ� WKH
IRUPDWLRQ� RI� VWURQJ� DOOLDQFHV� EHWZHHQ� WKH� UXOLQJ� SDUW\� DQG� SULYDWH� EXVLQHVV�� ,Q
0R]DPELTXH¶V�FDVH�� WKHUH�DUH�FRXQWHUYDLOLQJ�GHPRFUDWLF�SUHVVXUHV��VHH�VHFWLRQ�����EXW
LQ� $QJROD� DQG� (WKLRSLD� WKHVH� DUH� ZHDN�� 8QOHVV� $IULFD� LQYHVWV� LQ� WKH� LQVWLWXWLRQV� RI
GHPRFUDF\�DQG�ODZ�DQG�RUGHU�WKHQ�UHIRUP�ZLOO�GHOLYHU�D�VKDUS�ULVH�LQ�LQFRPH�DQG�ZHDOWK
LQHTXDOLW\²DV� LQ� WKH�HFRQRPLF� WUDQVLWLRQV�RI�((�)68�� ,Q� WXUQ��KLJK� LQHTXDOLW\� ORZHUV
WKH� EHQHILWV� RI� HFRQRPLF� JURZWK� IRU� WKH� SRRU� LQ� FRPSDULVRQ� WR� D� VLWXDWLRQ� LQ� ZKLFK
LQHTXDOLW\� LV� LQLWLDOO\� ORZHU� �$GGLVRQ� DQG� &RUQLD� ������� 0RUHRYHU�� KLJK� DQG� ULVLQJ
LQHTXDOLW\� LV� RQH� RI� WKH� IDFWRUV� DVVRFLDWHG� ZLWK� WKH� RQVHW� RI� FRQIOLFW� �1DI]LJHU� HW� DO�
������

*LYHQ�WKHVH�SDUDOOHOV�EHWZHHQ�66$�DQG�((�)68��LW�ZRXOG�EH�EHWWHU�WR�GLVSHQVH�ZLWK�WKH
WHUPLQRORJ\� RI� VWUXFWXUDO� DGMXVWPHQW²ZKLFK� LV� LQ� DQ\� FDVH� D� GHYDOXHG� FRQFHSW²DQG
GHVFULEH� WKH� UHIRUP�SURFHVV� LQ� 66$� DV� RQH� RI� HFRQRPLF� WUDQVLWLRQ�� VLQFH� WKLV� GRHV� DW
OHDVW�LPSO\�WKDW�LQVWLWXWLRQDO�LQYHVWPHQW�LV�DV�LPSRUWDQW�DV�OLEHUDOL]DWLRQ�LQ�WKH�FUHDWLRQ
RI� D� PDUNHW� HFRQRP\�� $FFRUGLQJO\�� D� QXPEHU� RI� RXU� FDVH� VWXGLHV� GR� DGRSW� WKLV
WHUPLQRORJ\��LQFOXGLQJ�$JXLODU������RQ�$QJROD�DQG�%HYDQ������RQ�(WKLRSLD��

6WDWH�FDSDFLW\�KDV�DIIHFWHG�WKH�QDWXUH�RI�WKH�HFRQRPLF�WUDQVLWLRQ�IURP�VWDWH�VRFLDOLVP�LQ
RXU�VHOHFWHG�FRXQWULHV��%XW�WKLV�WUDQVLWLRQ�KDV�DOVR�EHHQ�DIIHFWHG�E\��DQG�LQWHUDFWHG�ZLWK�
WKH� SURFHVV� RI� GHPRFUDWL]DWLRQ�� ,Q� WKLV� UHJDUG�� $IULFD¶V� WUDMHFWRU\� PRUH� FORVHO\
UHVHPEOHV�WKDW�RI�((�)68�LQ�ZKLFK�GHPRFUDWL]DWLRQ�UDQ�DORQJVLGH�HFRQRPLF�WUDQVLWLRQ

������������������������������������������������

� 7KH�RIWHQ�GLVDSSRLQWLQJ�SULYDWH�LQYHVWPHQW�DQG�JURZWK�UHVSRQVH�WR�WKH�ILUVW�URXQG�RI�OLEHUDOL]DWLRQ�LQ
66$�LQ�WKH�����V�ZDV�LQ�SDUW�GXH�WR�D�ODFN�RI�FRPSOHPHQWDU\�LQVWLWXWLRQDO�LQYHVWPHQW��0RVOH\�HW�DO�
������:HHNV�������
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IURP� VWDWH� VRFLDOLVP�� UDWKHU� WKDQ� WKH� WUDQVLWLRQ� H[SHULHQFHV� LQ�&KLQD� DQG�9LHWQDP�� LQ
ZKLFK�WKH�VWDWH�LPSOHPHQWHG�UHIRUP�ZKLOH�UHWDLQLQJ�VLQJOH�SDUW\�UXOH�

��� 'HPRFUDWL]DWLRQ

,Q� WKH� HDUO\� \HDUV� RI� $IULFDQ� LQGHSHQGHQFH� LW� ZDV� EHOLHYHG� WKDW� OLPLWLQJ� SROLWLFDO
FRPSHWLWLRQ²VLQJOH�SDUW\� V\VWHPV� UDWKHU� WKDQ�PXOWL�SDUW\�SROLWLFV²ZDV�QHFHVVDU\� IRU
QDWLRQ�EXLOGLQJ�DQG�GHYHORSPHQW��$GGLVRQ�����E���%XW�WKH�SROLWLFV�RI�SDWURQDJH�DQG�WKH
UHVXOWLQJ�RYHU�WD[DWLRQ�RI�WKH�SRSXODFH�XQGHUPLQHG�JURZWK�DQG�GHHSHQHG�SRYHUW\�DFURVV
$IULFD� �&ROOLHU� DQG� *XQQLQJ� ������� 3ROLF\�PDNLQJ� EHFDPH� LQIOH[LEOH�� WKHUHE\
PDJQLI\LQJ�$IULFD¶V� YXOQHUDELOLW\� WR� FRPPRGLW\�SULFH� VKRFNV�ZKLFK� LQWHQVLILHG� LQ� WKH
����V��&RUQLD�DQG�+HOOHLQHU��������%\� WKH�HQG�RI� WKH�����V��PDQ\�RI�$IULFD¶V� UXOLQJ
HOLWHV�SRVVHVVHG�QHLWKHU�WKH�PDQGDWH�SURYLGHG�E\�FRPSHWLWLYH�HOHFWLRQV�QRU�WKH�SRSXODU
PDQGDWH�DFFRPSDQ\LQJ�HFRQRPLF�VXFFHVV��ZKLFK�SURYLGHG�D�ODUJH�PHDVXUH�RI�VXSSRUW
IRU� (DVW� $VLD¶V� µPLUDFOH¶� VWDWHV� GHVSLWH� WKHLU� DXWKRULWDULDQLVP��� 0DQ\� IDFHG� DUPHG
UHEHOOLRQ�� FLYLO� VRFLHWLHV� SXVKHG� IRU� GHPRFUDWL]DWLRQ�� DQG� SROLWLFDO� FRQGLWLRQDOLW\� ZDV
LQFUHDVLQJO\�DWWDFKHG�WR�DLG��%DWHV�������%UDWWRQ�DQG�YDQ�GH�:DOOH�������

%\�WKH�HQG�RI�WKH�����V�����FRXQWULHV�KDG�PXOWL�SDUW\�FRQVWLWXWLRQV��FRPSDUHG�ZLWK�RQO\
��LQ�������LQFOXGLQJ�$QJROD��(WKLRSLD��*XLQHD�%LVVDX��DQG�0R]DPELTXH��DQG�RQO\�RQH
FRXQWU\�� (ULWUHD�� KDG� D� RQH�SDUW\� V\VWHP� �FRPSDUHG� ZLWK� ��� FRXQWULHV� LQ� �����
�7KRPVRQ��������������1RERG\�LQ�WKH�ODWH�����V�SUHGLFWHG�D�SROLWLFDO�VKLIW�RQ�WKLV�VFDOH�

$IWHU� WKHLU� LQLWLDO� KHVLWDQF\�� D� VXUSULVLQJ� QXPEHU� RI� LQFXPEHQW� OHDGHUV� WXUQHG� PXOWL�
SDUW\�SROLWLFV�WR�WKHLU�DGYDQWDJH��PRVW�FDQ�UHO\�RQ�WKH�VXSSRUW�RI�VWDWH�PHGLD��FRQWLQXHG
DFFHVV�WR�WKH�SXEOLF�SXUVH��DQG�SULYDWH�FDPSDLJQ�ILQDQFH��7KHVH�DGYDQWDJHV�KDYH�JLYHQ
WKHP�WKH�HGJH�RYHU�RSSRVLWLRQV�ZKLFK�DUH��LQ�PDQ\�FDVHV��LQH[SHULHQFHG�DQG�KRSHOHVVO\
GLYLGHG��%DNHU��������:LWK�WKH�H[FHSWLRQ�RI�(WKLRSLD¶V�0HQJLVWX�DQG�6RPDOLD¶V�%DUUH�
$IULFD¶V�0DU[LVW�/HQLQLVW� OHDGHUV�� LQFOXGLQJ� WKRVH� LQ� $QJROD� DQG�0R]DPELTXH�� KDYH
EHHQ�DGHSW�DW� UHWDLQLQJ�SRZHU��DIWHU�GXPSLQJ� WKHLU�SUHYLRXV� LGHRORJLFDO�DIILOLDWLRQV�²
SHUKDSV� PRUH� VR� WKDQ� LQ� WKH� ((�)68� LWVHOI��� )RU� WKH� PRUH� DVWXWH� SROLWLFDO� HOLWHV�
LQWHUQDWLRQDOO\� UHFRJQL]HG� HOHFWLRQV� RIIHUHG� WKH� SURVSHFW� RI� UHWDLQLQJ� SRZHU� DQG
UHKDELOLWDWLQJ�D�WDUQLVKHG�UHSXWDWLRQ��7KHUHIRUH�LQ�PDQ\�FDVHV�LQWHUQDWLRQDO�SUHVVXUHV�IRU
SROLWLFDO� FKDQJH� KDYH� SURYHG� WR� EH� LQFHQWLYH�FRPSDWLEOH� ZLWK� WKH� LQWHUHVWV� RI
LQFXPEHQWV��$GGLVRQ�DQG�1GLNXPDQD�������

(OHFWLRQV�DUH�µLQFRPSOHWH�FRQWUDFWV¶��HOHFWRUDWHV�FDQ�YRWH�RXW�EDG�OHDGHUV��EXW�EHWZHHQ
HOHFWLRQV� OHDGHUV� FDQ� EUHDN� SURPLVHV� DQG� DEXVH� SRZHU�� 'HPRFUDF\� LV� WKHUHIRUH
VWUHQJWKHQHG�E\�RWKHU�LQVWLWXWLRQDO�LQYHVWPHQWV��LQFOXGLQJ�VXSUHPH�FRXUWV��WKH�VHSDUDWLRQ
RI�SRZHUV�EHWZHHQ� WKH�H[HFXWLYH�DQG� OHJLVODWLYH�EUDQFKHV��DQG� OHJLVODWLYH�RYHUVLJKW�RI
WKH� SXEOLF� DFFRXQWV� �3HUVVRQ� HW� DO�� ������� $QG� ZHOO�IXQFWLRQLQJ� GHPRFUDFLHV� DUH
FKDUDFWHUL]HG� E\� D� VWURQJ� GLVWUXVW� RI� WKH� SRZHUIXO� �:DUUHQ� ������� +HQFH�� WKH
GHYHORSPHQW� RI� DQ� LQGHSHQGHQW� PHGLD� LV� HVVHQWLDO� �(OOLV� ������ 6HQ� ������ �����

������������������������������������������������

� ,Q�DGGLWLRQ�WR����FRXQWULHV�ZLWK�PXOWL�SDUW\�FRQVWLWXWLRQV�LQ�������DQG���RQH�SDUW\� V\VWHP�� WKHUH�DUH
��PLOLWDU\� ROLJDUFKLHV�� �� PRQDUFKLHV�� �� QR� FHQWUDO�JRYHUQPHQW�� DQG� �� µQR� SDUW\¶� JRYHUQPHQW� LQ
7KRPSVRQ¶V�������������FODVVLILFDWLRQ�

� ,Q�%HQLQ�DQG�0DGDJDVFDU�0DU[LVW�OHDGHUV�ZHUH�GHIHDWHG�LQ�WKHLU�FRXQWU\¶V�ILUVW�PXOWL�SDUW\�HOHFWLRQV
EXW�VXEVHTXHQWO\�UHWXUQHG�WR�SRZHU�
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0R]DPELTXH¶V� YHU\� DFWLYH� LQGHSHQGHQW� PHGLD� RIIHUV� DQ� DOWHUQDWLYH� YLHZ� WR� WKH� VWDWH
PHGLD�� %XW� PXFK� RI� (ULWUHD� DQG� (WKLRSLD¶V� SUHVV� LV� VHOI�FHQVRUHG�� DQG� $QJROD¶V
JRYHUQPHQW� FDOOV� IRU� MRXUQDOLVWV� WR� µVKRZ� SDWULRWLVP¶� GXULQJ� ZDUWLPH� DQG� LQWLPLGDWHV
LQGHSHQGHQW�YRLFHV��$QG�µPHGLD�FRUUXSWLRQ¶²MRXUQDOLVWV�LQ�WKH�SD\�RI�UXOLQJ�SDUWLHV�DQG
FRPPHUFLDO� LQWHUHVWV²LV� HYLGHQW� LQ� $IULFD� MXVW� DV� LQ� ((�)68� �.RORGNR� ������
7KHUHIRUH� FLYLO� VRFLHW\� QHWZRUNV²LQFOXGLQJ� WKH� FKXUFK� DQG� WUDGH� XQLRQ� SUHVV²DUH
LPSRUWDQW��EXW�VWLOO�IUDJLOH��FRXQWHUZHLJKWV�WR�WKH�UXOLQJ�PHGLD�FRQVHQVXV�

6FHSWLFV�ZRUU\�WKDW�QDVFHQW�GHPRFUDWLF�WUDQVLWLRQV�ZLOO�VXFFXPE�WR�WKH�µZLQQHU�WDNHV�DOO¶
SKLORVRSK\� WKDW� EHGHYLOV� $IULFD¶V� SROLWLFDO� FXOWXUH²SROLWLFDO� OHDGHUV� KDYH� YHU\� KLJK
UDWHV� RI� WLPH� SUHIHUHQFH� �WKH� UHVXOW� RI� XQFHUWDLQW\�� OHDGLQJ� WKHP� WR� GLVFRXQW� IXWXUH
EHQHILWV� LQ� IDYRXU� RI� LPPHGLDWH� JDLQV�� /LWWOH� LV� WKHUHIRUH� OHIW� IRU� WKH� ORVHUV��ZKR�PD\
IHDU� WKDW� WKH� ILUVW� HOHFWLRQV� DUH� WKH� HQG� RI� SROLWLFDO� WUDQVLWLRQ�� QRW� LWV� VWDUW�� +HQFH�
81,7$¶V�UHDFWLRQ�WR�ORVLQJ�WKH�ILUVW�URXQG�RI�$QJROD¶V������SUHVLGHQWLDO�HOHFWLRQV��DQG
LWV�GHFLVLRQ�WR�UHWXUQ�WR�ZDU��2QO\�WKUHH�$IULFDQ�FRXQWULHV²QRQH�RI�WKHP�LQ�RXU�FRXQWU\
JURXS²KDYH� SDVVHG� WKH� +XQWLQJGRQ� ������� ����� WHVW� WKDW� GHPRFUDF\� RQO\� EHFRPHV
LQVWLWXWLRQDOL]HG� DIWHU� WZR�� QRW� RQH�� WXUQRYHUV� RI� JRYHUQPHQW� �WKHUHE\� VLJQDOOLQJ� WKDW
SROLWLFDO�FRQWHQGHUV�DUH�ZLOOLQJ�WR�\LHOG�JURXQG�WKURXJK�WKH�SROLWLFDO�SURFHVV��

+RZHYHU��WKHVH�DUH�HDUO\�GD\V��&\QLFLVP�LV�XQGHUVWDQGDEOH�EXW�XOWLPDWHO\�XQKHOSIXO��DQG
$IULFD�\LHOGV�FRQVWDQW�VXUSULVHV��:KHQ�0R]DPELTXH�KHOG�LWV�ILUVW�HOHFWLRQV�LQ�������IHZ
REVHUYHUV� ZRXOG� KDYH� SUHGLFWHG� WKDW� 5HQDPR� DQG� )UHOLPR� ZRXOG� VWLOO� EH� HQJDJHG� LQ
SHDFHIXO� SROLWLFDO� FRPSHWLWLRQ� WRGD\� �UHFHQW� HYHQWV�� LQYROYLQJ� WKH� GHDWKV� RI� )UHOLPR
VXSSRUWHUV��QRWZLWKVWDQGLQJ��

� &RQFOXVLRQV��EUHDNLQJ�DZD\�IURP�WKH�FRQIOLFW�XQGHUGHYHORSPHQW�SDWK

7R�GUDZ�WRJHWKHU�WKH�WKHPHV�RI�WKLV�SDSHU��ZH�WXUQ�WR�WKH�FKURQLF�XQFHUWDLQW\�WKDW�EHVHWV
FRQIOLFW� FRXQWULHV�� 7KLV� DIIHFWV� DOO� QDWLRQDO� DFWRUV�� $V� XQFHUWDLQW\� ULVHV�� FRPPXQLWLHV
RYHU�H[SORLW�WKH�QDWXUDO�FDSLWDO�WKDW�XQGHUSLQV�OLYHOLKRRGV��6RFLDO�FDSLWDO�� LQFOXGLQJ�WKH
WUXVW�WKDW�FUHDWHV�LQIRUPDO�VDIHW\�QHWV��GHJUDGHV��$QG�LQYHVWPHQW�LQ�HGXFDWLRQ�IDOOV�VLQFH
LWV� H[SHFWHG� �ORQJ�WHUP�� UHWXUQ� GHFOLQHV�� 3RYHUW\� QRW� RQO\� ULVHV� LQ� WKH� VKRUW�WHUP�� EXW
SURVSHFWV�IRU�ORQJHU�WHUP�SRYHUW\�UHGXFWLRQ�DUH�DOVR�XQGHUPLQHG��,Q�WKH�SULYDWH�VHFWRU�
HQWUHSUHQHXUV�IDYRXU�FRPPHUFH�ZKLFK�KDV�PRUH�LPPHGLDWH�UHWXUQV�WKDQ�SURGXFWLRQ�DQG
UHTXLUHV�OHVV�SK\VLFDO�FDSLWDO��WKLV�PDNHV�LW�HDVLHU�WR�H[LW�LI�LQVWDELOLW\�LQFUHDVHV��'LVWUXVW
LPSHGHV�WKH�IRUPDWLRQ�RI�EXVLQHVV�QHWZRUNV�WKDW�FDQ�RWKHUZLVH�VXEVWLWXWH�IRU�LPSHUIHFW
�RU�QRQ�H[LVWHQW��FUHGLW�DQG�LQVXUDQFH�PDUNHWV��7KHVH�HIIHFWV�FRPELQH�WR�UHGXFH�WKH�UDWH
RI�SULYDWH�LQYHVWPHQW��8QFHUWDLQW\�DOVR�XQGHUPLQHV�WKH�VWDWH��ORQJ�WHUP�SODQQLQJ�LQ�WKH
QDWLRQDO�LQWHUHVW�LV�UHSODFHG�E\�D�FXOWXUH�RI�FRUUXSWLRQ��ZKLFK�LV�D�JUHDWHU�GLVLQFHQWLYH�WR
FRPPXQLW\�DQG�SULYDWH�LQYHVWPHQW�WKDQ�HTXLYDOHQW�WD[DWLRQ��VHH�:HL�������

,Q� VXPPDU\�� WKH� GLVWUXVW� WKDW� DFFRPSDQLHV� FKURQLF� XQFHUWDLQW\� XQGHUPLQHV� WKH
FRQVWUXFWLRQ�RI�GHYHORSPHQWDO�LQVWLWXWLRQV��VLQFH�WKHVH�DUH�µ����D�VHW�RI�KXPDQO\�GHYLVHG
EHKDYLRXUDO� UXOHV� WKDW�JRYHUQ� DQG� VKDSH�� WKH� LQWHUDFWLRQV� RI� KXPDQ�EHLQJV�� LQ� SDUW� E\
KHOSLQJ�WKHP�WR�IRUP�H[SHFWDWLRQV�RI�ZKDW�RWKHU�SHRSOH�ZLOO�GR¶��/LQ�DQG�1XJHQW������
������� HPSKDVLV� DGGHG��� 8QFHUWDLQW\� UHGXFHV� LQFHQWLYHV� WR� LQYHVW� LQ� LQVWLWXWLRQV� WKDW
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KDYH�ORQJ�WHUP�EHQHILWV��DQG�LQVWHDG�RSSRUWXQLVWLF�EHKDYLRXU�IORXULVKHV�LQ�FRPPXQLWLHV�
WKH�SULYDWH�VHFWRU��DQG�WKH�VWDWH���

7KH� UHVXOW� LV� D� JHQHUDOL]HG� GLVWRUWLRQ� LQ� WKH� XVH� RI� UHVRXUFHV� DQG� WKH� SDWWHUQ
RI�LQYHVWPHQW��WRZDUGV�DFWLYLW\�ZLWK�VKRUW�WHUP�UHWXUQV���LQ�DGGLWLRQ�WR�WKH�FRQWUDFWLRQ�RI
DJJUHJDWH�RXWSXW��VHH�$GGLVRQ������ IRU�D� IRUPDO�PRGHO���$QJROD� LV� WUDJLF�H[DPSOH�RI
WKHVH�UHVXOWV��DW�DOO�OHYHOV�RI�VRFLHW\��VHH�$GDXWD�HW�DO�������DQG�$JXLODU�������

&RXQWULHV� WKDW� H[SHULHQFH� WRWDO� ZDU� RU� OHQJWK\� SHULRGV� RI� ORZ�LQWHQVLW\� FRQIOLFW� HQWHU
LQWR�DQ�XQGHUGHYHORSPHQW�FRQIOLFW�F\FOH��WKH�HIIHFWV�RI�ZKLFK�DUH�VNHWFKHG�LQ�)LJXUH���
3DWK�GHSHQGHQFH� EHFRPHV� FULWLFDO�� LQIRUPDO� DQG� IRUPDO� LQVWLWXWLRQV� FDQ� HYHQWXDOO\
GHJUDGH�WR�D�SRLQW�DW�ZKLFK�LW�EHFRPHV�H[FHHGLQJO\�GLIILFXOW�WR�UHVXUUHFW�WKHP��WKH�FDVHV
RI� 6LHUUD� /HRQH� DQG� 6RPDOLD��� $OWKRXJK� RXU� FDVH� VWXG\� FRXQWULHV� DUH� QRW� \HW� DW� WKLV
VWDJH��LW�LV�HYLGHQW�WKDW�WKHLU�LQVWLWXWLRQV�DUH��ZLWK�WKH�H[FHSWLRQ�RI�0R]DPELTXH��XQGHU
JUHDW�VWUDLQ�

2XU�GLVFXVVLRQ�RI�XQFHUWDLQW\�DQG�LWV�LQVWLWXWLRQDO�HIIHFWV�UHWXUQV�XV�WR�WKH�ODUJHU�LVVXH�RI
GHPRFUDWL]DWLRQ�� 6RPH� VFKRODUV� TXHVWLRQ� WKH� EHQHILWV� IRU� JURZWK� RI� GHPRFUDWLF
LQVWLWXWLRQV�� %DUUR� ������� ����� IRU� LQVWDQFH�� FRQFOXGHV� IURP� KLV� PXOWLYDULDWH� FURVV�
FRXQWU\�UHVHDUFK�WKDW�

µ�����PRUH�GHPRFUDF\�LV�QRW�WKH�NH\�WR�HFRQRPLF�JURZWK��DOWKRXJK�LW�PD\
KDYH�D� VPDOO�EHQHILFLDO� HIIHFW� IRU� FRXQWULHV� WKDW� VWDUW�ZLWK� IHZ�SROLWLFDO
ULJKWV� ���� WKH� DGYDQFHG�:HVWHUQ� FRXQWULHV�ZRXOG� FRQWULEXWH�PRUH� WR� WKH
ZHOIDUH� RI� SRRU� QDWLRQV� E\� H[SRUWLQJ� WKHLU� HFRQRPLF� V\VWHPV�� QRWDEO\
SURSHUW\� ULJKWV� DQG� IUHH� PDUNHWV�� UDWKHU� WKDQ� WKHLU� SROLWLFDO� V\VWHPV�
ZKLFK�W\SLFDOO\�GHYHORSHG�DIWHU�UHDVRQDEOH�VWDQGDUGV�RI�OLYLQJ�KDG�EHHQ
DWWDLQHG¶�

7KLV� YLHZ²WKDW� WKH� FUHDWLRQ� RI� GHPRFUDWLF� LQVWLWXWLRQV� FDQ� EH� VHSDUDWHG� IURP� WKH
FUHDWLRQ�RI�RWKHU�GHVLUDEOH� LQVWLWXWLRQV��VSHFLILFDOO\�FOHDUHU�SURSHUW\� ULJKWV�²LV�HFKRHG
E\� WKH� OHDGHUVKLSV�RI�(ULWUHD��(WKLRSLD��5ZDQGD�� DQG�8JDQGD��ZKLFK�RQO\�D� IHZ�VKRUW
\HDUV� DJR� ZHUH� KHUDOGHG� DV� LQ� WKH� YDQJXDUG� RI� $IULFD¶V� µQHZ� UHQDLVVDQFH¶�� 7KXV�
2WWDZD\������������QRWHV�WKDW�

µ$OO�KDYH�FRPH�WR�SRZHU�E\�ZLQQLQJ�D�FLYLO�ZDU�DQG��FRQVHTXHQWO\��WKH\
EHOLHYH�LQ�WKH�LPSRUWDQFH�RI�IRUFH��VWURQJ�RUJDQL]DWLRQ��DQG�JRRG�VWUDWHJ\
�����,Q�VR�IDU�DV�WKH\�KDYH�D�PRGHO�RI�HFRQRPLF�DQG�SROLWLFDO�GHYHORSPHQW�
LW� LV� QHLWKHU� WKH� µ$IULFDQ� VRFLDOLVP¶� RI� WKH� HDUO\� GD\V� RI� $IULFDQ
LQGHSHQGHQFH� QRU� WKH� 0DU[LVP�/HQLQLVP� WKDW� JXLGHG� WKHP� ZKHQ� WKH\
VWDUWHG� WKHLU� RZQ� ZDUV�� ,W� LV� QRW� HYHQ� WKH� GHPRFUDF\�DQG�IUHH� PDUNHW
PRGHO�WKDW�PXOWLODWHUDO�DQG�ELODWHUDO�GRQRUV�SUHDFK��7KLV�QHZ�JHQHUDWLRQ
EHOLHYHV� LQ� D� PL[WXUH� RI� VWURQJ� SROLWLFDO� FRQWURO�� OLPLWHG� SRSXODU
SDUWLFLSDWLRQ�� DQG� HFRQRPLF� OLEHUDOL]DWLRQ� WKDW� DOORZV� IRU� D� VWURQJ� VWDWH
UROH�LQ�UHJXODWLQJ�WKH�PDUNHW�����¶

������������������������������������������������

�� ,Q�IRUPDO�WHUPV��WKH�GLVFRXQW�UDWHV�RI�DOO�WKUHH�QDWLRQDO�DFWRUV�LQFUHDVH��VR�WKDW�WKHLU�H[SHFWHG�UHWXUQV
RQ�ORQJHU�WHUP�LQYHVWPHQWV�IDOO�
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Figure 2
Underdevelopment-conflict cycle
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&DQ� LQVWLWXWLRQDO� LQYHVWPHQW� LQ� SURSHUW\� ULJKWV� EH� VHSDUDWHG� IURP� WKH� FUHDWLRQ� RI
GHPRFUDWLF� LQVWLWXWLRQV"�&DQ� FRXQWULHV� HVFDSH� WKH� XQGHUGHYHORSPHQW�FRQIOLFW� F\FOH� E\
IRFXVLQJ� RQ� WKH� ILUVW� W\SH� RI� LQVWLWXWLRQDO� LQYHVWPHQW�� ZKLOH� OHDYLQJ� WKH� VHFRQG
�GHPRFUDWL]DWLRQ�� IRU� ODWHU� ZKHQ� LQFRPHV� DUH� KLJKHU"� 7KH� H[SHULHQFH� RI� (DVW� $VLD¶V
µPLUDFOH¶� VWDWHV� �ZKLFK� WKH� QHZ� UHQDLVVDQFH� OHDGHUV�ZLVK� WR� HPXODWH�� VKRZV� WKDW� LW� LV
SRVVLEOH�� EXW� WKLV� LV� D� KLJK�ULVN� VWUDWHJ\� JLYHQ� WKH� IDLOXUH� RI� VR� PXFK� VWDWH�GLUHFWHG
GHYHORSPHQW�LQ�$IULFD��$QG�LW�LV�GLIILFXOW�WR�VHH�KRZ�WKH�VWDWH�FDQ�UHJXODWH�WKH�PDUNHW�LQ
WKH� SXEOLF� LQWHUHVW� ZLWKRXW� LQYHVWLQJ� LQ� GHPRFUDWLF� LQVWLWXWLRQV�� $IULFD� LV� XQOLNHO\� WR
GHYHORS� HIIHFWLYH� V\VWHPV� RI� SUXGHQWLDO� ILQDQFLDO� UHJXODWLRQ� RU� SXEOLF� H[SHQGLWXUH
PDQDJHPHQW��ZLWKRXW� GHPRFUDWLF� FKHFNV� DQG� EDODQFHV� WR� SURWHFW� WKH� LQGHSHQGHQFH� RI
FHQWUDO� EDQN� UHJXODWRUV�� DXGLWRU� JHQHUDOV�� RU� WKH� SXEOLF� DFFRXQWV� FRPPLWWHHV� RI
OHJLVODWXUHV��6LPLODUO\��LW�LV�GLIILFXOW�WR�VHH�SURSHUW\�ULJKWV�VWUHQJWKHQLQJ�ZLWKRXW�D�IUHH
DQG�FRPSHWLWLYH�PHGLD�WR�H[SRVH�IUDXG�DQG�RWKHU�PLVGHPHDQRXUV��$QG�WKH�HYLGHQFH�LV
DFFXPXODWLQJ� WKDW� WKDW� DLG� KDV�PRUH�SRVLWLYH� HIIHFWV� RQ� JURZWK� LQ� FRXQWULHV� WKDW� KDYH
LQVWLWXWLRQDO� FRQVWUDLQWV� RQ� JRYHUQPHQW� SRZHU� �6YHQVVRQ� ������� 7KH� UHFHQW� DQG
SHUVXDVLYH� UHVHDUFK� RI� 5RGULN� ������� VXJJHVWV� WKDW� GHPRFUDF\� LV� D� PHWD�LQVWLWXWLRQ
ZLWKRXW�ZKLFK�RWKHU�LQVWLWXWLRQDO�LQYHVWPHQWV�FDQQRW�WKULYH�

7KHUHIRUH��FRXQWULHV�VXFK�DV�0R]DPELTXH�WKDW�KDYH�FRPSHWLWLYH�SROLWLFDO�V\VWHPV�PD\
EH� PXFK� EHWWHU� SODFHG� WR� VXFFHHG� LQ� WKH� ORQJ�UXQ� WKDQ� (ULWUHD� ZLWK� LWV� VLQJOH� SDUW\
V\VWHP� �QR� PDWWHU� KRZ� ZHOO�LQWHQWLRQHG� (ULWUHD¶V� SUHVHQW� OHDGHUV����� &HUWDLQO\�
0R]DPELTXH¶V�GHPRFUDWLF�WUDQVLWLRQ�KDV�QRW�LPSHGHG�LWV�UHFRYHU\�VLQFH�������QRU�KDV�LW
OLPLWHG�WKH�FRXQWU\¶V�HFRQRPLF�JURZWK�UDWH��DYHUDJLQJ���SHU�FHQW�SHU�DQQXP�LQ�UHFHQW
\HDUV�²FRQWUDU\�WKH�FRQFOXVLRQ�RI�%DUUR���������%XW�XOWLPDWHO\�GHPRFUDF\�LV�DQ�HQG�LQ
LWVHOI�� VLQFH� IUHHGRP� WR�FKRVH�RQH¶V� JRYHUQPHQW�� IUHHGRP�RI� H[SUHVVLRQ�� DQG� IUHHGRP
IURP� IHDU� DUH� EDVLF� KXPDQ� ULJKWV� WKDW� PXVW� EH� SURWHFWHG²LUUHVSHFWLYH� RI
GHPRFUDWL]DWLRQ¶V�EHQHILWV�IRU�GHYHORSPHQW�

������������������������������������������������

�� 1DWLRQDO�HOHFWLRQV�KDG�VWLOO�QRW�EHHQ�KHOG�LQ�(ULWUHD�ZKHQ�ZDU�EURNH�RXW�ZLWK�(WKLRSLD�LQ�������VRPH��
\HDUV�DIWHU�(ULWUHD¶V�LQGHSHQGHQFH�
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5HIHUHQFHV

$GDXWD� GH� 6RXVD�� 0��� 7�� $GGLVRQ�� %�� (NPDQ�� DQG� c�� 6WHQPDQ� �������� µ)URP
+XPDQLWDULDQ�$VVLVWDQFH�WR�3RYHUW\�5HGXFWLRQ�LQ�$QJROD¶��LQ�7��$GGLVRQ��HG���)URP
&RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�� �3URMHFW� UHVHDUFK� SDSHUV�� +HOVLQNL�
818�:,'(5�

$GGLVRQ��7����������µ8QGHUGHYHORSPHQW��7UDQVLWLRQ�DQG�5HFRQVWUXFWLRQ�LQ�6XE�6DKDUDQ
$IULFD¶��5HVHDUFK�IRU�$FWLRQ�����+HOVLQNL��818�:,'(5�

$GGLVRQ��7���HG��������D��)URP�&RQIOLFW� WR�5HFRQVWUXFWLRQ�LQ�$IULFD���3URMHFW�UHVHDUFK
SDSHUV��+HOVLQNL��818�:,'(5�

$GGLVRQ�� 7�� �����E�� µ)URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ¶�� LQ� 7�� $GGLVRQ� �HG��� )URP
&RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�� �3URMHFW� UHVHDUFK� SDSHUV�� +HOVLQNL�
818�:,'(5�

$GGLVRQ��7�������F���µ$LG�DQG�&RQIOLFW¶��LQ�)��7DUS��HG���)RUHLJQ�$LG�DQG�'HYHORSPHQW�
/RQGRQ��5RXWOHGJH����������

$GGLVRQ��7��DQG�*��$��&RUQLD���������µ,QFRPH�'LVWULEXWLRQ�3ROLFLHV�IRU�)DVWHU�3RYHUW\
5HGXFWLRQ¶�� LQ� *�� $�� &RUQLD� �HG��� ,QHTXDOLW\�� *URZWK� DQG� 3RYHUW\� LQ� DQ� (UD� RI
*OREDOL]DWLRQ��+HOVLQNL��818�:,'(5�

$GGLVRQ�� 7�� DQG� $OHPD\HKX� *HGD� �������� µ(WKLRSLD¶V� 1HZ� )LQDQFLDO� 6HFWRU� DQG� LWV
5HJXODWLRQ¶��LQ�7��$GGLVRQ��HG���)URP�&RQIOLFW�WR�5HFRQVWUXFWLRQ�LQ�$IULFD���3URMHFW
UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

$GGLVRQ�� 7�� DQG� 9�� *LQMD� �������� µ(QVXULQJ� 3RYHUW\� 5HGXFWLRQ� LQ� 0R]DPELTXH¶�
�3UHOLPLQDU\�UHVHDUFK��SURFHVVHG��+HOVLQNL��818�:,'(5�

$GGLVRQ��7��� 3�� /H�%LOORQ�� DQG�6��0��0XUVKHG� �������� µ)LQDQFH� DQG�5HFRQVWUXFWLRQ¶�
+HOVLQNL�� 818�:,'(5�� 5HSRUW� WR� WKH� 'HSDUWPHQW� IRU� ,QWHUQDWLRQDO� 'HYHORSPHQW
�8.��

$GGLVRQ�� 7�� DQG� /�� 1GLNXPDQD� �������� µ6HHNLQJ� $IULFDQ� 6ROXWLRQV� WR� $IULFDQ
3UREOHPV¶���3UHOLPLQDU\�UHVHDUFK��SURFHVVHG��+HOVLQNL��818�:,'(5�

$GGLVRQ�� 7�� DQG� /HRQFH� 1GLNXPDQD� �������� µ2YHUFRPLQJ� WKH� )LVFDO� &ULVLV� RI� WKH
$IULFDQ�6WDWH¶��'LVFXVVLRQ�3DSHU�1R������+HOVLQNL��818�:,'(5�

$JXLODU��5����������µ$QJROD¶V�,QFRPSOHWH�7UDQVLWLRQ¶��LQ�7��$GGLVRQ��HG���)URP�&RQIOLFW
WR�5HFRQVWUXFWLRQ�LQ�$IULFD���3URMHFW�UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

$UPVWURQJ�� 0��� 6�� &RZDQ�� DQG� -�� 9LFNHUV� �������� 5HJXODWRU\� 5HIRUP�� (FRQRPLF
$QDO\VLV�DQG�%ULWLVK�([SHULHQFH��&DPEULGJH�0$��0,7�3UHVV�

$URQ�� -�� �������� µ,QVWLWXWLRQDO� 'HYHORSPHQW� IRU� 3RVW�&RQIOLFW� $IULFD¶�� +HOVLQNL�
818�:,'(5�� SDSHU� SUHVHQWHG� DW� WKH� 818�:,'(5� SURMHFW� PHHWLQJ� RQ
µ8QGHUGHYHORSPHQW��7UDQVLWLRQ�� DQG�5HFRQVWUXFWLRQ� LQ� 6XE�6DKDUDQ�$IULFD¶�� �����
$SULO�

%DNHU��%����������µ7KH�&ODVV�RI�������+RZ�KDYH�WKH�$XWRFUDWLF�/HDGHUV�RI�6XE�6DKDUDQ
$IULFD�)DUHG�XQGHU�'HPRFUDWLVDWLRQ"¶��7KLUG�:RUOG�4XDUWHUO\�����������������

%DUUR��5��-����������*HWWLQJ�LW�5LJKW��0DUNHWV�DQG�&KRLFHV�LQ�D�)UHH�6RFLHW\��&DPEULGJH
0$��0,7�3UHVV�



��

%DWHV��5��+���������µ7KH�(FRQRPLF�%DVLV�RI�'HPRFUDWL]DWLRQ¶��LQ�5��-RVHSK��HG���6WDWH�
&RQIOLFW��DQG�'HPRFUDF\�LQ�$IULFD��%RXOGHU�&2��/\QQH�5LHQQHU��������

%HYDQ��'����������µ7KH�)LVFDO�'LPHQVLRQV�RI�(WKLRSLD¶V�7UDQVLWLRQ�DQG�5HFRQVWUXFWLRQ¶�
LQ� 7�� $GGLVRQ� �HG��� )URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�� �3URMHFW� UHVHDUFK
SDSHUV��+HOVLQNL��818�:,'(5�

%LJVWHQ�� $�� �������� µ6HOHFWLQJ� 3ULRULWLHV� IRU� 3RYHUW\� 5HGXFWLRQ� DQG� +XPDQ
'HYHORSPHQW� LQ�(WKLRSLD¶�� LQ�7��$GGLVRQ� �HG���)URP�&RQIOLFW� WR�5HFRQVWUXFWLRQ� LQ
$IULFD���3URMHFW�UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

%LJVWHQ� $�� DQG� .�� 2�� 0RHQH� �������� µ*URZWK� DQG� 5HQW� 'LVVLSDWLRQ�� 7KH� &DVH� RI
.HQ\D¶��-RXUQDO�RI�$IULFDQ�(FRQRPLHV�����������������

%LUQEDXP��-��+����������7KH�0RQH\�0HQ��WKH�5HDO�6WRU\�RI�)XQG�5DLVLQJ¶V�,QIOXHQFH�RQ
3ROLWLFDO�3RZHU�LQ�$PHULFD��1HZ�<RUN��&URZQ�

%UDWWRQ�� 0�� DQG� 1�� YDQ� GH� :DOOH� �������� 'HPRFUDWLF� ([SHULPHQWV� LQ� $IULFD�
&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�

&DVWHO�%UDQFR��&��DQG�&��&UDPHU�ZLWK�'HJRO�+DLOX���������µ3ULYDWL]DWLRQ�DQG�(FRQRPLF
6WUDWHJ\� LQ�0R]DPELTXH¶�� LQ�7��$GGLVRQ� �HG���)URP�&RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ
$IULFD���3URMHFW�UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

&ROOHWWD��1��-��0��.RVWQHU��DQG� ,��:LHGHUKRIHU� �������� µ&DVH�6WXGLHV� LQ�:DU�WR�3HDFH
7UDQVLWLRQ�� 7KH� 'HPRELOL]DWLRQ� DQG� 5HLQWHJUDWLRQ� RI� ([�&RPEDWDQWV� LQ� (WKLRSLD�
1DPLELD��DQG�8JDQGD¶��'LVFXVVLRQ�3DSHU������$IULFD�7HFKQLFDO�'HSDUWPHQW�6HULHV��
:DVKLQJWRQ�'&��:RUOG�%DQN�

&ROOLHU�� 3�� DQG� -��:�� *XQQLQJ� �������� µ([SODLQLQJ� $IULFDQ� (FRQRPLF� 3HUIRUPDQFH¶�
-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH�����������������

&RUQLD��*��$�� DQG�*��.��+HOOHLQHU� �HGV�� ��������)URP�$GMXVWPHQW� WR�'HYHORSPHQW� LQ
$IULFD��/RQGRQ��0DFPLOODQ�

&UDPHU�� &�� DQG� 1�� 3RQWDUD� �������� µ5XUDO� 3RYHUW\� DQG� 3RYHUW\� $OOHYLDWLRQ� LQ
0R]DPELTXH�� :KDW¶V� 0LVVLQJ� IURP� WKH� 'HEDWH"¶�� -RXUQDO� RI� 0RGHUQ� $IULFDQ
6WXGLHV������������������

&ULVS�� -�� �������� µ7KH� 
3RVW�&RQIOLFW
� &RQFHSW�� 6RPH� &ULWLFDO� 2EVHUYDWLRQV¶�� *HQHYD�
5HVHDUFK� DQG� 'HYHORSPHQW� 3ROLF\� 8QLW�� 8QLWHG� 1DWLRQV� +LJK� &RPPLVVLRQ� IRU
5HIXJHHV��$XJXVW��

'DQLHO� $\DOHZ�� 6�� 'HUFRQ�� DQG� 3�� .ULVKQDQ� �������� µ'HPRELOL]DWLRQ�� /DQG� DQG
+RXVHKROG� /LYHOLKRRGV� LQ� (WKLRSLD¶�� LQ� 7�� $GGLVRQ� �HG��� )URP� &RQIOLFW� WR
5HFRQVWUXFWLRQ�LQ�$IULFD���3URMHFW�UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

'HUFRQ��6����������µ2Q�0DUNHW�,QWHJUDWLRQ�DQG�/LEHUDOL]DWLRQ��0HWKRG�DQG�$SSOLFDWLRQ
WR�(WKLRSLD¶��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV�����������������

'HUFRQ��6����������µ7KH�,PSDFW�RI�(FRQRPLF�5HIRUPV�RQ�+RXVHKROGV�LQ�5XUDO�(WKLRSLD
���������¶�� 2[IRUG�� &HQWUH� IRU� WKH� 6WXG\� RI� $IULFDQ� (FRQRPLHV�� 3URFHVVHG
�$XJXVW��

GH�6RXVD��&����������µ5HEXLOGLQJ�5XUDO�/LYHOLKRRGV�DQG�6RFLDO�&DSLWDO�LQ�0R]DPELTXH¶�
LQ� 7�� $GGLVRQ� �HG��� )URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�� �3URMHFW� UHVHDUFK
SDSHUV��+HOVLQNL��818�:,'(5�



��

'RUQEXVFK�� 5��� :�� 1|OOLQJ�� DQG� 5�� /D\DUG� �HGV�� �������� 3RVWZDU� (FRQRPLF
5HFRQVWUXFWLRQ�DQG�/HVVRQV�IRU�WKH�(DVW�7RGD\��&DPEULGJH�0$��0,7�3UHVV�

'XIILHOG��0����������µ7KH�3ROLWLFDO�(FRQRP\�RI�,QWHUQDO�:DU��$VVHW�7UDQVIHU��&RPSOH[
(PHUJHQFLHV�DQG�,QWHUQDWLRQDO�$LG¶��LQ�-��0DFUDH�DQG�$��=ZL�ZLWK�0��'XIILHOG�DQG
+�� 6OLP� �HGV��:DU� DQG� +XQJHU�� 5HWKLQNLQJ� ,QWHUQDWLRQDO� 5HVSRQVHV� WR� &RPSOH[
(PHUJHQFLHV��/RQGRQ��=HG�IRU�6DYH�WKH�&KLOGUHQ��������

(OOLV��6����������µ5HSRUWLQJ�$IULFD¶��&XUUHQW�+LVWRU\������0D\���������

)LW]*HUDOG��(��9��.����������µ3D\LQJ�IRU�WKH�:DU��0DFURHFRQRPLF�6WDELOL]DWLRQ�LQ�3RRU
&RXQWULHV�XQGHU�&RQIOLFW�&RQGLWLRQV¶��2[IRUG�'HYHORSPHQW�6WXGLHV����������������

YDQ�GHU�*HHVW��:��DQG�5��YDQ�GHU�+RHYHQ� �HGV�� ��������$GMXVWPHQW��(PSOR\PHQW�DQG
0LVVLQJ� ,QVWLWXWLRQV� LQ� $IULFD�� 2[IRUG�� -DPHV� &XUUH\� IRU� WKH� ,QWHUQDWLRQDO� /DERXU
2IILFH�

+DQORQ�� -�� �������� µ3RZHU� ZLWKRXW� 5HVSRQVLELOLW\�� WKH�:RUOG� %DQN� DQG�0R]DPELFDQ
&DVKHZ�1XWV¶��5HYLHZ�RI�$IULFDQ�3ROLWLFDO�(FRQRP\������������

+DQVVRQ��*����������µ(WKLRSLD��5HJLRQDO�DQG�%XVLQHVV�&KDOOHQJHV¶��&RXQWU\�(FRQRPLF
5HSRUW��6WRFNKROP��6,'$�

+DQVVRQ��*���������� µ%XLOGLQJ�1HZ�6WDWHV��/HVVRQV�IURP�(ULWUHD¶�� LQ�7��$GGLVRQ��HG��
)URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�� �3URMHFW� UHVHDUFK� SDSHUV�� +HOVLQNL�
818�:,'(5�

+XQWLQJGRQ�� 6�� 3�� �������� 7KH� 7KLUG� :DYH�� 'HPRFUDWL]DWLRQ� LQ� WKH� /DWH� 7ZHQWLHWK
&HQWXU\��1RUPDQ��8QLYHUVLW\�RI�2NODKRPD�3UHVV�

-RQHV��6����������µ$JULFXOWXUH�DQG�(FRQRPLF�5HIRUP�LQ�$IULFDQ�6RFLDOLVW�(FRQRPLHV¶�
LQ� -�� $�� 3DXOVRQ� �HG��� $IULFDQ� (FRQRPLHV� LQ� 7UDQVLWLRQ�� 9ROXPH� ��� 7KH� 5HIRUP
([SHULHQFH��/RQGRQ��0DFPLOODQ���������

.HHQ��'����������µ:DU��&ULPH��DQG�$FFHVV�WR�5HVRXUFHV¶��LQ�(��:��1DI]LJHU��)��6WHZDUW
DQG�5��9l\U\QHQ��HGV����������7KH�2ULJLQV�RI�+XPDQLWDULDQ�(PHUJHQFLHV��:DU�DQG
'LVSODFHPHQW� LQ� 'HYHORSPHQW� &RXQWULHV�� 9ROXPH� ,� RI� :DU�� +XQJHU� DQG
'LVSODFHPHQW�� 7KH� 2ULJLQV� RI� +XPDQLWDULDQ� (PHUJHQFLHV�� 2[IRUG�� 2[IRUG
8QLYHUVLW\�3UHVV�IRU�818�:,'(5�

.LEUHDE��*����������µ'LVSODFHG�&RPPXQLWLHV�DQG�WKH�5HFRQVWUUXFWLRQ�RI�/LYHOLKRRGV�LQ
(WKLRSLD¶�� LQ� 7��$GGLVRQ� �HG���)URP�&RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�� �3URMHFW
UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

.RORGNR��*��:����������)URP�6KRFN�WR�7KHUDS\��7KH�3ROLWLFDO�(FRQRP\�RI�3RVWVRFLDOLVW
7UDQVIRUPDWLRQ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�IRU�818�:,'(5�

.RYVWHG��-��DQG�)��7DUS���������µ5HFRQVWUXFWLRQ��5HIRUP��DQG�6WDWH�&DSDFLW\�LQ�*XLQHD�
%LVVDX¶�� LQ� 7�� $GGLVRQ� �HG��� )URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�� �3URMHFW
UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

/H�%LOORQ��3����������µ$�/DQG�&XUVHG�E\�LWV�:HDOWK"�$QJROD¶V�:DU�(FRQRP\��������¶�
5HVHDUFK�LQ�3URJUHVV�����+HOVLQNL��818�:,'(5�

/LQ��-��<��DQG�-��%��1XJHQW���������µ,QVWLWXWLRQV�DQG�(FRQRPLF�'HYHORSPHQW¶�� LQ�-��5�
%HKUPDQ�DQG�7��1��6ULQLYDVDQ��HGV��+DQGERRN�RI�'HYHORSPHQW�(FRQRPLFV��9ROXPH
,,,$��(OVHYLHU�6FLHQFH�1RUWK�+ROODQG�����������



��

0DFUDH�� -�� �������� µ$LGLQJ�3HDFH�DQG�:DU��81+&5��5HWXUQHH�5HLQWHJUDWLRQ�� DQG� WKH
5HOLHI�'HYHORSPHQW� 'HEDWH¶��:RUNLQJ� 3DSHU� ���� *HQHYD�� 81+&5�� �6HULHV�� 1HZ
,VVXHV�LQ�5HIXJHH�5HVHDUFK���ZZZ�XQKFU�FK�UHIZRUOG�SXE�ZSDSHUV�ZSQR���KWP��

0F*LOOLYUD\��0��DQG�2��0RUULVVH\���������µ(YDOXDWLQJ�(FRQRPLF�/LEHUDOL]DWLRQ��,VVXHV�
&RQFHSWV� DQG�$SSURDFKHV¶�� LQ�0��0F*LOOLYUD\� DQG�2��0RUULVVH\� �HGV��(YDOXDWLQJ
(FRQRPLF�/LEHUDOL]DWLRQ��/RQGRQ��0DFPLOODQ�������

0HVVHU��(���0��-��&RKHQ��DQG�-��'¶&RVWD���������µ)RRG�IURP�3HDFH��%UHDNLQJ�WKH�/LQNV
%HWZHHQ�&RQIOLFW�DQG�+XQJHU¶��)RRG��$JULFXOWXUH��DQG�WKH�(QYLURQPHQW�'LVFXVVLRQ
3DSHU�����:DVKLQJWRQ�'&��,QWHUQDWLRQDO�)RRG�3ROLF\�5HVHDUFK�,QVWLWXWH�

0LOZDUG�� $�� 6�� �������� 7KH� 5HFRQVWUXFWLRQ� RI� :HVWHUQ� (XURSH�� ��������� /RQGRQ�
0HWKXHQ�

0ROH�� 3�� DQG�0�� 7��:HEHU� �������� µ7KH�&DVKHZ�'HEDWH� LQ�0R]DPELTXH�� $UH� 7KHUH
$OWHUQDWLYH� 6WUDWHJLHV"¶�� )ODVK� ��(�� 0LFKLJDQ� 6WDWH� 8QLYHUVLW\�� 'HSDUWPHQW� RI
$JULFXOWXUDO� (FRQRPLFV� DQG�0LQLVWU\� RI� $JULFXOWXUH��0DSXWR��0R]DPELTXH�� )RRG
6HFXULW\�3URMHFW�

0RUULVVRQ�� &�� �������� µ6WDELOL]DWLRQ� 3URJUDPPHV�� 6RFLDO� &RVWV�� 9LROHQFH�� DQG
+XPDQLWDULDQ�(PHUJHQFLHV¶�� LQ�(��:��1DI]LJHU�� )�� 6WHZDUW� DQG�5��9l\U\QHQ� �HGV�
�������� 7KH� 2ULJLQV� RI� +XPDQLWDULDQ� (PHUJHQFLHV�� :DU� DQG� 'LVSODFHPHQW� LQ
'HYHORSPHQW�&RXQWULHV��9ROXPH�,�RI�:DU��+XQJHU�DQG�'LVSODFHPHQW��7KH�2ULJLQV
RI�+XPDQLWDULDQ�(PHUJHQFLHV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�IRU�818�:,'(5�

0RVOH\�3���-��+DUULJDQ��DQG�-��7R\H���������$LG�DQG�3RZHU��WKH�:RUOG�%DQN�DQG�3ROLF\�
%DVHG�/HQGLQJ�9ROXPH����/RQGRQ��5RXWOHGJH�

0XEDUDN�� -�� $�� �������� µ7KH� µ+LGGHQ� +DQG¶� %HKLQG� WKH� 5HVLOLHQFH� RI� WKH� 6WDWHOHVV
(FRQRP\�RI�6RPDOLD¶��:RUOG�'HYHORSPHQW��������������������

1DI]LJHU��(��:���)��6WHZDUW�DQG�5��9l\U\QHQ��HGV����������7KH�2ULJLQV�RI�+XPDQLWDULDQ
(PHUJHQFLHV��:DU�DQG�'LVSODFHPHQW�LQ�'HYHORSPHQW�&RXQWULHV��9ROXPH�,�RI�:DU�
+XQJHU� DQG� 'LVSODFHPHQW�� 7KH� 2ULJLQV� RI� +XPDQLWDULDQ� (PHUJHQFLHV�� 2[IRUG�
2[IRUG�8QLYHUVLW\�3UHVV�IRU�818�:,'(5�

2¶/DXJKOLQ�� %�� �������� µ7KURXJK� D�'LYLGLQJ�*ODVV��'XDOLVP��&ODVV� DQG� WKH�$JUDULDQ
4XHVWLRQ�LQ�0R]DPELTXH¶��-RXUQDO�RI�3HDVDQW�6WXGLHV���������������

2OVRQ��0�� �������� µ%LJ�%LOOV�/HIW�RQ� WKH�6LGHZDON��:K\�6RPH�1DWLRQV�DUH�5LFK�� DQG
2WKHUV�3RRU¶��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV���������������

2WWDZD\��0����������µ$IULFD¶��)RUHLJQ�3ROLF\������6SULQJ���������

3HUVVRQ��7���*��5RODQG�� DQG�*�� 7DEHOOLQL� �������� µ6HSDUDWLRQ� RI� 3RZHUV� DQG� 3ROLWLFDO
$FFRXQWDELOLW\¶��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��&;,,������������������

3LWFKHU��0��$����������µ:KDW¶V�0LVVLQJ�IURP�µ:KDW¶V�0LVVLQJ¶"�$�5HSO\�WR�&��&UDPHU
DQG� 1�� 3RQWDUD�� µ5XUDO� 3RYHUW\� DQG� 3RYHUW\� $OOHYLDWLRQ� LQ� 0R]DPELTXH�� :KDW¶V
0LVVLQJ�IURP�WKH�'HEDWH"¶��-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV������������������

5RGULN��'����������µ,QVWLWXWLRQV�IRU�+LJK�4XDOLW\�*URZWK��:KDW�7KH\�$UH�DQG�+RZ�WR
$FTXLUH�7KHP¶��1%(5�:RUNLQJ� 3DSHU� ������ &DPEULGJH�0$��1DWLRQDO� %XUHDX� RI
(FRQRPLF�5HVHDUFK�



��

6DKQ��'��(�� DQG� -��'HVDL� �������� µ7KH�(PHUJHQFH�RI�3DUDOOHO�0DUNHWV� LQ� D�7UDQVLWLRQ
(FRQRP\��WKH�&DVH�RI�0R]DPELTXH¶��)RRG�3ROLF\����������������

6HQ��$����������'HYHORSPHQW�DV�)UHHGRP��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

6RJJH�� '�� �������� 6XVWDLQDEOH� 3HDFH�� $QJROD¶V� 5HFRYHU\�� +DUDUH�� 6RXWKHUQ� $IULFD
5HVHDUFK�DQG�'RFXPHQWDWLRQ�&HQWUH�

6WHZDUW��)�� �������� µ)RRG�$LG�'XULQJ�&RQIOLFW��&DQ�2QH�5HFRQFLOH� ,WV�+XPDQLWDULDQ�
(FRQRPLF�� DQG� 3ROLWLFDO� (FRQRP\� (IIHFWV"¶�� $PHULFDQ� -RXUQDO� RI� $JULFXOWXUDO
(FRQRPLFV����������������

6WLJOLW]��-��(���������� µ0RUH� ,QVWUXPHQWV�DQG�%URDGHU�*RDOV��0RYLQJ� WRZDUG� WKH�3RVW�
:DVKLQJWRQ�&RQVHQVXV¶��:,'(5�$QQXDO�/HFWXUHV����+HOVLQNL��818�:,'(5�

6WLJOLW]��-��(����������µ:KLWKHU�5HIRUP"�7HQ�<HDUV�RI�WKH�7UDQVLWLRQ¶��.H\QRWH�DGGUHVV
WR� WKH� $QQXDO� %DQN� &RQIHUHQFH� RQ� 'HYHORSPHQW� (FRQRPLFV�� $SULO� ������
:DVKLQJWRQ�'&��:RUOG�%DQN�

6YHQVVRQ�� -�� �������� µ$LG��*URZWK� DQG�'HPRFUDF\¶��(FRQRPLFV� DQG� 3ROLWLFV�� ��� ����
��������

7KRPVRQ��$����������$Q�,QWURGXFWLRQ�WR�$IULFDQ�3ROLWLFV��/RQGRQ��5RXWOHGJH�

7VFKLUOH\��'��/����������µ3ODQQLQJ�IRU�'URXJKW�LQ�0R]DPELTXH��%DODQFLQJ�WKH�5ROHV�RI
)RRG� $LG� DQG� )RRG� 0DUNHWV¶�� 5HVHDUFK� 3DSHU� ���� 0LFKLJDQ� 6WDWH� 8QLYHUVLW\�
'HSDUWPHQW� RI� $JULFXOWXUDO� (FRQRPLFV� DQG� 0LQLVWU\� RI� $JULFXOWXUH�� 0DSXWR�
0R]DPELTXH��3URMHFW�RQ�)RRG�6HFXULW\�,,�

7VFKLUOH\��'��/��DQG�$��3��6DQWRV���������µ7KH�(IIHFWV�RI�0DL]H�7UDGH�ZLWK�0DODZL�RQ
3ULFH� /HYHOV� LQ� 0R]DPELTXH�� ,PSOLFDWLRQV� IRU� 7UDGH� DQG� 'HYHORSPHQW� 3ROLF\¶�
5HVHDUFK� 3DSHU� ����068��0LFKLJDQ� 6WDWH� 8QLYHUVLW\�� 'HSDUWPHQW� RI� $JULFXOWXUDO
(FRQRPLFV� DQG� 0LQLVWU\� RI� $JULFXOWXUH�� 0DSXWR�� 0R]DPELTXH�� 3URMHFW� RQ� )RRG
6HFXULW\�

7VFKLUOH\�'��'RQRYDQ�&��:HEHU�0����������µ)RRG�$LG�DQG�)RRG�0DUNHWV��/HVVRQV�IURP
0R]DPELTXH¶�)RRG�3ROLF\������������������

81'3���������+XPDQ�'HYHORSPHQW�5HSRUW��������1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV
IRU�WKH�8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDPPH

:DUUHQ��0��(�� �HG��� ��������'HPRFUDF\�DQG�7UXVW��&DPEULGJH��&DPEULGJH�8QLYHUVLW\
3UHVV�

:HHNV��-����������µ2UWKRGR[�DQG�+HWHURGR[�3ROLF\�IRU�*URZWK�IRU�$IULFD�6RXWK�RI�WKH
6DKDUD¶��SURFHVVHG��&HQWUH�IRU�'HYHORSPHQW�3ROLF\�DQG�5HVHDUFK��6FKRRO�RI�2ULHQWDO
DQG�$IULFDQ�6WXGLHV��KWWS���ZZZ�VRDV�DF�XN�&HQWUHV�&'35��

:HL��6��-����������µ:K\�LV�&RUUXSWLRQ�VR�0XFK�0RUH�7D[LQJ�WKDQ�7D["¶�$UELWUDULQHVV
.LOOV��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�:RUNLQJ�3DSHU�������&DPEULGJH�0$�
1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

:HVW��+��*��DQG�*��:��0\HUV���������µ$�3LHFH�RI�/DQG�LQ�D�/DQG�RI�3HDFH"�6WDWH�)DUP
'LYHVWLWXUH�LQ�0R]DPELTXH¶��-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV����������������

:KLWH��3�� DQG�/��&OLIIH� �������� µ:DU� DQG�)DPLQH� LQ�(WKLRSLD� DQG�(ULWUHD¶��5HYLHZ�RI
$IULFDQ�3ROLWLFDO�(FRQRP\�������������



��

:RUOG� %DQN� �������� :RUOG� 'HYHORSPHQW� ,QGLFDWRUV�� ������ :DVKLQJWRQ� '&�� :RUOG
%DQN��&'�5RP�(GLWLRQ��

:X\WV�� 0�� �������� µ7KH� $JUDULDQ� 4XHVWLRQ� LQ� 0R]DPELTXH¶V� 7UDQVLWLRQ� DQG
5HFRQVWUXFWLRQ¶�� LQ� 7�� $GGLVRQ� �HG��� )URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD�
�3URMHFW�UHVHDUFK�SDSHUV��+HOVLQNL��818�:,'(5�

<HUJLQ�� '�� DQG� -�� 6WDQLVODZ� �������� 7KH� &RPPDQGLQJ� +HLJKWV�� 7KH� %DWWOH� %HWZHHQ
*RYHUQPHQW�DQG� WKH�0DUNHWSODFH� WKDW� LV�5HPDNLQJ� WKH�0RGHUQ�:RUOG��1HZ�<RUN�
6LPRQ�DQG�6FKXVWHU�

=HMDQ�� 0�� DQG� $�� .RNNR� �������� µ*XLQHD� %LVVDX¶�� LQ� +�� :KLWH� �HG���� $LG� DQG
0DFURHFRQRPLF�3HUIRUPDQFH��/RQGRQ��0DFPLOODQ�IRU�WKH�,QVWLWXWH�RI�6RFLDO�6WXGLHV�
�������



818�:RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�
ZDV� HVWDEOLVKHG� E\� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� DV� LWV� ILUVW� UHVHDUFK� DQG
WUDLQLQJ�FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL��)LQODQG�LQ�������7KH�SXUSRVH�RI
WKH�,QVWLWXWH�LV�WR�XQGHUWDNH�DSSOLHG�UHVHDUFK�DQG�SROLF\�DQDO\VLV�RQ�VWUXFWXUDO
FKDQJHV� DIIHFWLQJ� WKH� GHYHORSLQJ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WR� SURYLGH� D
IRUXP� IRU� WKH� DGYRFDF\� RI� SROLFLHV� OHDGLQJ� WR� UREXVW�� HTXLWDEOH� DQG
HQYLURQPHQWDOO\� VXVWDLQDEOH� JURZWK�� DQG� WR� SURPRWH� FDSDFLW\� VWUHQJWKHQLQJ
DQG� WUDLQLQJ� LQ� WKH� ILHOG� RI� HFRQRPLF� DQG� VRFLDO� SROLF\�PDNLQJ�� ,WV� ZRUN� LV
FDUULHG�RXW�E\�VWDII�UHVHDUFKHUV�DQG�YLVLWLQJ�VFKRODUV�LQ�+HOVLQNL�DQG�WKURXJK
QHWZRUNV�RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
.DWDMDQRNDQODLWXUL���%��������+HOVLQNL��)LQODQG

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�-DQLV�9HKPDDQ�.UHXOD�DW�818�:,'(5
3ULQWHG�DW�818�:,'(5��+HOVLQNL

7KH� YLHZV� H[SUHVVHG� LQ� WKLV� SXEOLFDWLRQ� DUH� WKRVH� RI� WKH� DXWKRU�V��� 3XEOLFDWLRQ� GRHV� QRW� LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI
DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1����������������LQWHUQHW�SXEOLFDWLRQ�


