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5HVHDUFK�IRU�$FWLRQ���

5HVRXUFH�$EXQGDQFH�DQG
(FRQRPLF�'HYHORSPHQW

,PSURYLQJ�WKH�3HUIRUPDQFH�RI�5HVRXUFH�5LFK�&RXQWULHV

5LFKDUG�0��$XW\

7KLV� VWXG\� KDV� EHHQ� SUHSDUHG� ZLWKLQ� WKH� 818�:,'(5� SURMHFW� RQ� (QYLURQPHQWDO�
([SRUW�DQG�+XPDQ�'HYHORSPHQW�3UREOHPV�LQ�1DWXUDO�5HVRXUFH�%DVHG�*URZWK�0RGHOV�



ZKLFK� LV� GLUHFWHG� E\� 3URIHVVRU� 5LFKDUG� 0�� $XW\�� 818�:,'(5�� DQG� 8QLYHUVLW\� RI
/DQFDVWHU��8.�

818�:,'(5�JUDWHIXOO\� DFNQRZOHGJHV� WKH� ILQDQFLDO� FRQWULEXWLRQ� WR� WKH�SURMHFW�E\� WKH
*RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK� ,QWHUQDWLRQDO� 'HYHORSPHQW� &RRSHUDWLRQ� $JHQF\�
6LGD��



818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
$�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH�RI�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\

7KH�%RDUG�RI�818�:,'(5

1RUD�/XVWLJ
+DUULV�0XWLR�0XOH
6\OYLD�2VWU\
-XNND�3HNNDULQHQ��9LFH�&KDLUSHUVRQ
0DULD�GH�/RXUGHV�3LQWDVLOJR
*HRUJH�9DVVLOLRX��&KDLUSHUVRQ
5XEHQ�<HYVWLJQH\HY
0DVDUX�<RVKLWRPL

([�2IILFLR

+DQV�-��$��YDQ�*LQNHO��5HFWRU�RI�818
*LRYDQQL�$QGUHD�&RUQLD��'LUHFWRU�RI�818�:,'(5

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

&RS\ULJKW��È��818�:,'(5�����

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�$QQH�5XRKRQHQ�DW�818�:,'(5
3ULQWHG�DW�+DNDSDLQR�2\��+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\�RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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��� 7KH�XQGHUSHUIRUPDQFH�RI�WKH�UHVRXUFH�ULFK�HFRQRPLHV �
��� $�EURDGHU�JURZWK�DFFRXQWLQJ�IUDPHZRUN �

,, 1$785$/�5(6285&(�(;32576��,19(670(17�$1'�(&2120,&
*52:7+ �

��� 6W\OL]HG�IDFWV�RI�QDWXUDO�UHVRXUFHV�DQG�HFRQRPLF�JURZWK �
��� 6DYLQJ��LQYHVWPHQW�DQG�WKH�GHPRJUDSKLF�WUDQVLWLRQ �
��� 3ROLF\�HUURU�LQ�UHVRXUFH�ULFK�FRXQWULHV ��

,,, $&&2817,1*�)25�1$785$/�&$3,7$/��6867$,1$%/(
'(9(/230(17 ��

��� 0HDVXULQJ�WKH�LPSRUWDQFH�RI�QDWXUDO�FDSLWDO�LQ�HFRQRPLF�GHYHORSPHQW ��
��� $FFRXQWLQJ�IRU�WKH�FRQVXPSWLRQ�RI�QDWXUDO�DQG�HQYLURQPHQWDO�UHVRXUFHV ��
��� *HQXLQH�VDYLQJ�DV�D�PHDVXUH�RI�VXVWDLQDEOH�GHYHORSPHQW ��

,9 +80$1�&$3,7$/��6.,//�$&&808/$7,21�$1'�,1&20(
',675,%87,21 ��

��� 1DWXUDO�UHVRXUFHV�DQG�VNLOO�DFFXPXODWLRQ ��
��� 6NLOO�DFFXPXODWLRQ��LQFRPH�GLVWULEXWLRQ�DQG�HFRQRPLF�JURZWK ��

9 +80$1�&$3,7$/��62&,$/�$1'�,167,787,21$/�&$3,7$/ ��

��� 'HILQLQJ�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO ��
��� 0HDVXULQJ�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO ��
��� 3DWWHUQV�RI�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�DFFXPXODWLRQ ��

9, 02'(/6�2)�5(6285&(�5,&+�$1'�5(6285&(�'(),&,(17�*52:7+ ��

��� 'LYHUJLQJ�GHYHORSPHQW�PRGHOV��VHTXHQFHG�LQGXVWULDOL]DWLRQ�YHUVXV
VWDSOH�WUDS ��

��� 0RGHOOLQJ�WKH�SROLWLFDO�HFRQRP\�RI�UHVRXUFH�GULYHQ�JURZWK ��
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��� 0RGHOV�RI�ORQJ�WHUP�WUHQGV�LQ�QDWXUDO�UHVRXUFHV�DQG�JURZWK ��
��� 3UH�����V�KLVWRULFDO�HYLGHQFH ��
��� (PSLULFDO�HYLGHQFH�RI�SRVW�����V�JURZWK�FROODSVH ��

9,,, 32/,&,(6�)25�,03529,1*�7+(�3(5)250$1&(�2)�5(6285&(�5,&+
'(9(/23,1*�$1'�75$16,7,21�(&2120,(6 ��

��� 2YHUYLHZ��OHDUQLQJ�IURP�SRVW�ZDU�H[SHULHQFH ��
��� 5HIRUPLQJ�GHYHORSLQJ�PDUNHW�HFRQRPLHV ��
��� 5HIRUPLQJ�WKH�WUDQVLWLRQ�HFRQRPLHV ��

,; &21&/86,216 ��
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7DEOH�� &KDUDFWHULVWLFV�RI�VL[�QDWXUDO�UHVRXUFH�HQGRZPHQW�FDWHJRULHV �

7DEOH�� 3HU�FDSLWD�LQFRPH�DQG�HFRQRPLF�JURZWK��6\UTXLQ�&KHQHU\�DJJUHJDWHV �

7DEOH�� 6DYLQJV��LQYHVWPHQW�DQG�QHW�FDSLWDO�IORZV��WKUHH�$VLDQ�UHJLRQV ��

7DEOH�� 3HU�FDSLWD�ZHDOWK��E\�PDMRU�JOREDO�UHJLRQ����� ��

7DEOH�� *HQXLQH�VDYLQJV�UDWHV��VHOHFWHG�FRXQWULHV�������� ��

7DEOH�� 7\SRORJ\�RI�SROLWLFDO�VWDWHV��DIWHU�/DO ��

7DEOH�� 6HTXHQFHG�LQGXVWULDOL]DWLRQ��7DLZDQ�������� ��

7DEOH�� 5HDO�SHU�FDSLWD�*'3�JURZWK������������E\�UHJLRQ�VDPSOH�FRXQWULHV ��
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8QWLO� UHFHQWO\��PRVW� HFRQRPLVWV� KDYH� QHJOHFWHG� WKH� UROH� WKDW� QDWXUDO� UHVRXUFHV� SOD\� LQ
HFRQRPLF� GHYHORSPHQW�� 7KH\� KDYH� UHSRUWHG� VKDUS� GLIIHUHQFHV� LQ� WKH� SHUIRUPDQFH� RI
GLIIHULQJ�FRXQWULHV�DQG�UHJLRQV�EXW�WKH�FRQQHFWLRQ�ZLWK�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW
KDV�EHHQ�HLWKHU� LJQRUHG�RU��DW�EHVW��XQGHUHVWLPDWHG��7KLV�SDSHU�FRUUHFWV� WKLV�QHJOHFW�E\
UHYLHZLQJ� WKH� H[LVWLQJ� OLWHUDWXUH� DQG� XQFRYHULQJ� V\VWHPDWLF� UHODWLRQVKLSV� EHWZHHQ� WKH
QDWXUDO�UHVRXUFH�HQGRZPHQW�RI�D�FRXQWU\�DQG�D� UDQJH�RI�YDULDEOHV��7KH�SDSHU� LV�EDVHG
XSRQ�D�OLWHUDWXUH�UHYLHZ�XQGHUWDNHQ�LQ�FRQQHFWLRQ�ZLWK�WKH�818�:,'(5�SURMHFW�WKDW�LV
LQYHVWLJDWLQJ� WKH� H[SRUW�� HQYLURQPHQWDO� DQG� KXPDQ� FDSLWDO� GHYHORSPHQW� SUREOHPV� RI
UHVRXUFH�EDVHG�JURZWK�PRGHOV��7KH�UHYLHZ�HPEUDFHV�D�GLYHUVH�OLWHUDWXUH�WKDW��LQ�DGGLWLRQ
WR� WUDGH� WKHRU\�� KXPDQ� FDSLWDO� DQG� JURZWK� PRGHOV�� LQFOXGHV� GHPRJUDSK\�� LQFRPH
GLVWULEXWLRQ�� LQVWLWXWLRQDO� HFRQRPLFV�� VWUXFWXUDO� FKDQJH�� HQYLURQPHQWDO� DQG� QDWXUDO
UHVRXUFH�DFFRXQWLQJ��DUHD� VWXGLHV�DQG�SROLWLFDO� HFRQRP\��7KH� UHVXOW� LV� D� V\QWKHVLV� WKDW
GHPRQVWUDWHV� FOHDU� HYLGHQFH� WKDW� VLQFH� WKH� ����V� UHVRXUFH�DEXQGDQFH� KDV� EHHQ
DVVRFLDWHG�ZLWK�GLVDSSRLQWLQJ� HFRQRPLF� GHYHORSPHQW� DQG� JRHV� RQ� WR� H[SODLQ� KRZ� WKH
QDWXUDO� UHVRXUFH� HQGRZPHQW� DIIHFWV� WKH� QDWXUH� RI� VWUXFWXUDO� FKDQJH� DQG� WKH� UDWH� RI
DFFXPXODWLRQ� RI� SURGXFHG� DQG� KXPDQ� FDSLWDO�� 7KH� SDSHU� DOVR� PDNHV� D� VWDUW� RQ
H[SDQGLQJ�WKH�FRQYHQWLRQDO�JURZWK�DFFRXQWLQJ�IUDPHZRUN�WR�LQFOXGH�QDWXUDO�FDSLWDO�DQG
LQVWLWXWLRQDO�FDSLWDO��WZR�HVVHQWLDO�FRPSRQHQWV�IRU�HQVXULQJ�WKDW�HFRQRPLF�GHYHORSPHQW
LV�ERWK�HQYLURQPHQWDOO\�DQG�VRFLDOO\�VXVWDLQDEOH�

7KH� SDSHU� LGHQWLILHV� FRQWUDVWLQJ� SDWWHUQV� RI� GHYHORSPHQW� WKDW� DUH� GLVWLOOHG� LQWR� WZR
PRGHOV��7KH�ILUVW�LV�WKH�VWDSOH�WUDS�PRGHO�WKDW�LV�DVVRFLDWHG�ZLWK�UHVRXUFH�DEXQGDQFH��,W
WUDFHV�D�FORVXUH�RI�WUDGH�SROLF\�WKDW�KHLJKWHQV�WKH�VSHFLDOL]DWLRQ�RI�WKH�HFRQRP\�RQ�WKH
UHVRXUFH� VHFWRU� DQG� OHDGV� WR� GHWHULRUDWLRQ� LQ� LQYHVWPHQW� HIILFLHQF\�� 7KLV� UHQGHUV� WKH
HFRQRP\� YXOQHUDEOH� WR� H[WHUQDO� VKRFNV� WKDW� EULQJ� JURZWK� FROODSVHV�� 7KH� DVVRFLDWHG
GHWHULRUDWLRQ�LQ�DOO�IRUPV�RI�FDSLWDO��LQFOXGLQJ�LQVWLWXWLRQDO�FDSLWDO��LPSOLHV�WKDW�UHFRYHU\
ZLOO� EH� D� OHQJWK\� SURFHVV�� 5HFRYHU\�ZLOO� UHTXLUH� SROLFLHV� WKDW� JR� EH\RQG� WKH� 
SUXGHQW
PDFUR�DQG�PLFUR�PHDVXUHV
�SURPXOJDWHG�E\�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�LQ�WKH
����V�DQG�VXPPDULVHG� LQ� WKH�:DVKLQJWRQ�&RQVHQVXV��*RYHUQPHQWV�PXVW�DOVR�DGGUHVV
PRUH� GHHS�VHDWHG� LVVXHV� WKDW� LQFOXGH� FRQVWUXFWLRQ� RI� WKH� LQVWLWXWLRQDO� FDSLWDO� WKDW� LV
UHTXLUHG� WR� HQVXUH� WKDW� SROLFLHV� DUH� VRFLDOO\� VXVWDLQDEOH�� 7KH� VHFRQG� PRGHO� LV� WKH
VHTXHQFHG� LQGXVWULDOL]DWLRQ� PRGHO� WKDW� LV� DVVRFLDWHG� ZLWK� WKH� VXFFHVVIXO� UHVRXUFH�
GHILFLHQW� FRXQWULHV�� 7KLV� PRGHO� VXVWDLQV� D� UHODWLYHO\� RSHQ� WUDGH� SROLF\� DQG� D� VWHDG\
GLYHUVLILFDWLRQ� RI� WKH� HFRQRP\� LQWR� D� ZLGHQLQJ� UDQJH� RI� PDQXIDFWXULQJ� WKDW� SURYHV
UHVLOLHQW� WR� H[WHUQDO� VKRFNV��7KH�PRGHO�SURYLGHV� VWURQJ� LQFHQWLYHV� WR� DFFXPXODWH� ERWK
SURGXFHG�DQG�KXPDQ�FDSLWDO��)LQDOO\��WKH�SDSHU�GUDZV�VRPH�SROLF\�FRQFOXVLRQV�IRU�ERWK
UHIRUPLQJ� GHYHORSLQJ� PDUNHW� HFRQRPLHV� DQG� WKH� WUDQVLWLRQ� HFRQRPLHV�� +RZHYHU�� WKH
ILQDO�SUHVFULSWLRQV�PXVW�DZDLW�WKH�FRQFOXVLRQ�RI�WKH�818�:,'(5�SURMHFW�LQ�ODWH������

*LRYDQQL�$QGUHD�&RUQLD
'LUHFWRU��818�:,'(5

6HSWHPEHU�����
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6LQFH� WKH� ����V� WKH� UHVRXUFH�ULFK� GHYHORSLQJ� HFRQRPLHV� KDYH� XQGHU�SHUIRUPHG
FRPSDUHG�ZLWK�WKH�UHVRXUFH�GHILFLHQW�HFRQRPLHV��7KLV�SDSHU�H[SODLQV�ZK\�DQG�RXWOLQHV
WKH� UHIRUPV� WKDW� DUH� UHTXLUHG� LQ� RUGHU� WR� DFKLHYH� HQYLURQPHQWDOO\� DQG� VRFLDOO\
VXVWDLQDEOH�UHVRXUFH�ULFK�GHYHORSPHQW��,W�DUJXHV�WKDW�VWUXFWXUDO�FKDQJH�LQ�WKH�UHVRXUFH�
ULFK� FRXQWULHV� FDXVHV� WKH� WUDGHDEOH� VHFWRU� WR� VKULQN� YLV�j�YLV� WKH� QRQWUDGHDEOHV� VHFWRU
�WKDW�LQFOXGHV�SURWHFWHG�PDQXIDFWXULQJ��LQ�D�PDQQHU�WKDW�LV�QRW�VXVWDLQDEOH��7KLV�DGYHUVH
WUHQG� LQ� WKH�SURGXFWLRQ� VWUXFWXUH� LV� DVVRFLDWHG�ZLWK�SROLFLHV� WR� FORVH� WKH� HFRQRP\�DQG
FUHDWH� GLVFUHWLRQDU\� UHQWV� EHKLQG� SURWHFWLYH� EDUULHUV� WKDW� UHVXOW� LQ� WKH� FXPXODWLYH
PLVDOORFDWLRQ�RI�UHVRXUFHV��7KH�EXLOG�XS�RI�SURGXFHG�FDSLWDO�DQG�VNLOOV�LV�VORZHU�WKDQ�LQ
WKH� VXFFHVVIXO� UHVRXUFH�GHILFLHQW� FRXQWULHV�� 2YHUDOO�� WKH� LQKHUHQWO\� VORZHU� DQG� OHVV
HJDOLWDULDQ�HFRQRPLF�JURZWK�WUDMHFWRU\�RI� WKH�UHVRXUFH�ULFK�FRXQWULHV� LV� LQWHQVLILHG�DQG
WKH� HQG� UHVXOW� LV� XVXDOO\� D� JURZWK� FROODSVH�� 7KH� FROODSVH� FDXVHV� DOO� IRUPV� RI� FDSLWDO�
LQFOXGLQJ� LQVWLWXWLRQDO�� VRFLDO� DQG� QDWXUDO� FDSLWDO�� WR� UXQ� GRZQ�� (FRQRPLF� UHIRUP� LV
WKHUHIRUH�SURWUDFWHG�DQG� LW�PD\� WDNH� LQ�H[FHVV�RI�RQH�JHQHUDWLRQ� WR� UHVWRUH� VXVWDLQDEOH
UDSLG� JURZWK�� 7KH� DGYHUVH� IHDWXUHV� RI� UHVRXUFH�ULFK� GHYHORSPHQW� WHQG� WR� EH� PRUH
SURQRXQFHG�LQ�WKH�VPDOOHU�FRXQWULHV��7KH\�DUH�DOVR�KHLJKWHQHG�ZKHUH�WKH�UHVRXUFH�UHQWV
DFFUXH�PDLQO\�WR�WKH�FHQWUDO�JRYHUQPHQW��DV�LQ�WKH�PLQHUDO�HFRQRPLHV�DQG�LQ�WKH�VORZ�
UHIRUPLQJ�WUDQVLWLRQ�HFRQRPLHV��6XFFHVVIXO�UHIRUP�UHTXLUHV�QRW�RQO\�DSSURSULDWH�PDFUR
DQG� PLFUR� SROLFLHV�� EXW� DOVR� WKH� FRQVWUXFWLRQ� RI� LQVWLWXWLRQV� WR� OLPLW� WKH� VFRSH� IRU
JRYHUQPHQWV� WR� PLVDOORFDWH� UHVRXUFHV�� 3DUW� RI� WKH� H[SODQDWLRQ� IRU� WKH� VXSHULRU
SHUIRUPDQFH� RI� WKH� UHVRXUFH�GHILFLHQW� FRXQWULHV� LV� WKDW� WKHLU� VSDUWDQ� HQGRZPHQW� RI
QDWXUDO�FDSLWDO�DFWV�DV�D�FRQVWUDLQW�RQ�JRYHUQPHQW�IDLOXUH�E\�SODFLQJ�D�SUHPLXP�RQ�WKH
QHHG�WR�QXUWXUH�VFDUFH�UHVRXUFHV��LQFOXGLQJ�VNLOOV��LQVWLWXWLRQV�DQG�VRFLDO�FDSLWDO��DQG�WR
DFKLHYH�DQ�HIILFLHQW�DOORFDWLRQ�RI�FDSLWDO�



�

,���7+(�&217(;7�$1'�%$&.*5281'�2)�7+(�5(6($5&+

����7KH�XQGHUSHUIRUPDQFH�RI�WKH�UHVRXUFH�ULFK�HFRQRPLHV

$�QXPEHU�RI�UHFHQW�VWXGLHV�KDYH�VKRZQ�WKDW�WKH�UHVRXUFH�ULFK�GHYHORSLQJ�FRXQWULHV�KDYH
XQGHUSHUIRUPHG� FRPSDUHG�ZLWK� WKH� UHVRXUFH�GHILFLHQW� FRXQWULHV� �5DQLV� ������ /DO� DQG
0\LQW�������6DFKV�DQG�:DUQHU�����D��6DFKV�DQG�:DUQHU��������7KHUH�LV�QR�FRQVHQVXV
DPRQJ�WKHVH�VWXGLHV�RQ�WKH�PHDVXUHPHQW�RI�UHVRXUFH�DEXQGDQFH��6RPH�KDYH�XVHG�VLQJOH
LQGLFDWRUV��VXFK�DV�H[SRUW�GHSHQGHQFH��6DFKV�DQG�:DUQHU�����D���SHU�FDSLWD� ODQG�DUHD
�:RRG�DQG�%HUJH�������DQG�ODERXU�IRUFH�VKDUH��*\OIDVRQ�HW�DO���������ZKHUHDV�RWKHUV
KDYH� XVHG� GXDO� LQGLFHV� VXFK� DV� H[SRUW� RULHQWDWLRQ� DQG� SRSXODWLRQ� VL]H� �6\UTXLQ� DQG
&KHQHU\��������+RZHYHU��LQ�MXVWLI\LQJ�KLV�FKRLFH�RI�SHU�FDSLWD�ODQG�DUHD��:RRG�DUJXHV
WKDW� WKHUH� LV� OLWWOH� HYLGHQFH� WKDW� WKH� EDVLF� ILQGLQJV� DUH� VHQVLWLYH� WR� WKH� FODVVLILFDWLRQ
V\VWHP�XVHG��7KH�SUHVHQW�VWXG\�IDYRXUV�GXDO�FULWHULD��QDPHO\��SHU�FDSLWD�FURSODQG��DV�DQ
LQGH[�RI�ODQG�HQGRZPHQW��DQG�FRXQWU\�VL]H��PHDVXUHG�LQ�WHUPV�RI�DEVROXWH�*'3��DV�DQ
LQGH[�RI�VFRSH�IRU�GRPHVWLF�PDQXIDFWXULQJ���7KH�EDVLF�IRXU�IROG�FODVVLILFDWLRQ�SURGXFHV
D� YHU\� ODUJH� JURXS� RI� VPDOO� UHVRXUFH�ULFK� FRXQWULHV�� VR� LW� LV� IXUWKHU� PRGLILHG� LQ� WZR
VWDJHV��7DEOH�����7KH�ILUVW�GLVWLQFWLRQ�LV�WKDW�EHWZHHQ�HFRQRPLHV�WKDW�DUH�FURS�GULYHQ�DQG
WKRVH� WKDW� DUH� PLQHUDO�GULYHQ�� 7KLV� GLVWLQFWLRQ� LV� LPSRUWDQW� EHFDXVH� WKH� SULQFLSDO
HFRQRPLF�OLQNDJH�IURP�PLQHUDOV� WHQGV�WR�EH�ILVFDO� OLQNDJH�� WKDW� LV� WD[DWLRQ��VR� WKDW� WKH
JRYHUQPHQWV�RI�PLQHUDO�HFRQRPLHV�PXVW�SOD\�D�PRUH�LPSRUWDQW�UROH�LQ�FKDQQHOOLQJ�WKH
HFRQRPLF�VWLPXOXV�IURP�SULPDU\�H[SRUWV� WKDQ� LQ� WKH�FDVH�RI� WKH�JRYHUQPHQWV�RI�FURS�
H[SRUWLQJ�FRXQWULHV��7KH�VHFRQG�VWHS�LV�WR�VXE�GLYLGH�WKH�PLQHUDO�HFRQRP\�FDWHJRU\�LQWR
RLO� H[SRUWHUV�DQG�KDUG�PLQHUDO�H[SRUWHUV��7KLV� LV�EHFDXVH� WKH� UHQWV� WHQG� WR� FRPSULVH� D
VLJQLILFDQWO\� KLJKHU� IUDFWLRQ� RI� RLO� UHYHQXHV� WKDQ� LV� WKH� FDVH� RI� PRVW� KDUG� PLQHUDO
UHYHQXHV�

TABLE 1

CHARACTERISTICS OF SIX NATURAL RESOURCE ENDOWMENT CATEGORIES

Resource
endowment

Number of
countries

Cropland
(Ha/hd)

GDP
1970
($b)

PCGDP
1970
($)

PCGDP
growth

1960-90
(%/Yr)

PCGDP
growth

1970-93
(%/Yr)

Resource poor
  Large 7 0.15 21.05 196 3.5 3.7
  Small 13 0.16 1.94 343 2.5 2.1
Resource rich
  Large 10 0.56 22.99 574 1.6 1.3
  Small
   Non-mineral 31 0.57 1.41 250 1.1 0.7
   Hard mineral 16 0.66 1.23 304 0.8 -0.2
   Oil exporter 8 0.44 2.01 831 1.7 0.8
All countries 85 0.48 5.67 362 1.6 1.1

Source: Auty (1997a), based upon UNCTAD data.
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7DEOH� �� VKRZV� WKDW� EHWZHHQ� ����� DQG� ����� WKH� SHU� FDSLWD� LQFRPHV� RI� WKH� UHVRXUFH�
GHILFLHQW�FRXQWULHV�JUHZ�DW�UDWHV�WZR�WR�WKUHH�WLPHV�IDVWHU�WKDQ�WKRVH�RI�WKH�UHVRXUFH�ULFK
FRXQWULHV� DQG� WKDW� WKH� JDS� LQ� WKH� JURZWK� UDWHV� ZLGHQHG� VLJQLILFDQWO\� IURP� WKH� ����V�
$OWKRXJK��DV�VKRZQ�EHORZ�� WKHUH� LV� UHDVRQ� WR�H[SHFW� WKDW�FURS�OHG�JURZWK� LQ� UHVRXUFH�
ULFK� FRXQWULHV� LV� LQKHUHQWO\� VORZHU� WKDQ� WKH� PDQXIDFWXULQJ�OHG� JURZWK� RI� UHVRXUFH�
GHILFLHQW� FRXQWULHV�� WKH� GLIIHUHQFH� LQ� WKH� JURZWK� UDWHV� LV� PXFK� JUHDWHU� WKDQ�ZRXOG� EH
H[SHFWHG��0RUHRYHU�� WKH�PLQHUDO�GULYHQ� UHVRXUFH�ULFK� FRXQWULHV� KDYH� EHHQ� DPRQJ� WKH
ZHDNHVW�SHUIRUPHUV��HYHQ�WKRXJK�WKH\�KDYH�WKH�SRWHQWLDO�IRU�YHU\�KLJK�JURZWK�EHFDXVH
WKH�PLQHUDO�H[SRUWV�HQKDQFH�WKHLU�FDSDFLW\�ERWK�WR�LQYHVW�DQG�WR�LPSRUW�FRPSDUHG�ZLWK
WKH�QRQ�PLQHUDO�HFRQRPLHV�

$Q\�LQKHUHQW�WHQGHQF\�WRZDUGV�VORZHU�JURZWK�LQ�UHVRXUFH�ULFK�FRXQWULHV�KDV�EHHQ�PXFK
H[DFHUEDWHG�E\� WKH� IDFW� WKDW� VXFK� FRXQWULHV� DSSHDU�PRUH� SURQH� WKDQ� UHVRXUFH�GHILFLHQW
RQHV� WR�SROLF\� IDLOXUH� WKDW� OHDGV� WR�JURZWK�FROODSVHV��7KH�HYHQWV� OHDGLQJ�XS� WR�JURZWK
FROODSVHV� GHIOHFW� DWWHQWLRQ� IURP� KXPDQ� FDSLWDO� IRUPDWLRQ� �LQFOXGLQJ� WKH� EXLOG�XS� RI
LQVWLWXWLRQV��RU�VRFLDO�FDSLWDO��DQG�IURP�HQYLURQPHQWDO�SURWHFWLRQ��7KH�DGYHUVH�HIIHFWV�RI
D� JURZWK� FROODSVH� DSSHDU� WR� EH� PRVW� DFXWH� LQ� WKH� VPDOOHU� UHVRXUFH�ULFK� HFRQRPLHV�
HVSHFLDOO\�ZKHUH�WKH�UHVRXUFH�UHQWV�DFFUXH�SULQFLSDOO\�WR�WKH�JRYHUQPHQW��DV�LQ�WKH�FDVHV
RI�WKH�PLQHUDO�HFRQRPLHV�DQG�VRPH�RI�WKH�OHDVW�GHYHORSHG�WUDQVLWLRQ�HFRQRPLHV�

([SODQDWLRQV�IRU�WKH�XQVDWLVIDFWRU\�SHUIRUPDQFH�RI�WKH�UHVRXUFH�ULFK�FRXQWULHV�KDYH�EHHQ
VRXJKW� LQ� WHUPV�RI�ERWK� H[WHUQDO� IDFWRUV� DQG� LQWHUQDO� IDFWRUV� �5DQLV��������7DNLQJ� WKH
H[WHUQDO� IDFWRUV�� 5DQLV� DGYDQFHV� WKUHH� K\SRWKHVHV�� )LUVW�� SULPDU\� SURGXFW� H[SRUWV
KHLJKWHQ� LQFRPH� LQHTXDOLW\� VR� WKDW� VRFLHW\�HTXDWHV� WUDGH�ZLWK� WKH� LQWHUHVWV�RI� WKH� ULFK�
6HFRQG�� WKH� 'XWFK� 'LVHDVH� HIIHFWV� VHULRXVO\� ZHDNHQ� WKH� FRPSHWLWLYHQHVV� RI� WKH� QRQ�
ERRPLQJ� WUDGHDEOH� VHFWRUV�� 7KLUG�� WKH� SULFHV� RI� SULPDU\� SURGXFWV� H[SHULHQFH� KLJKHU
YRODWLOLW\� WKDQ� GR� WKH� SULFHV� RI� PDQXIDFWXUHG� JRRGV�� FDXVLQJ� JURZWK� FROODSVHV� LQ� WKH
DEVHQFH� RI� H[SRUW� GLYHUVLILFDWLRQ�� 7XUQLQJ� WR� WKH� LQWHUQDO� FDXVHV�� WKHUH� DUH� DOVR� WKUHH
FRQWHQGLQJ�K\SRWKHVHV��7KH\�UHYROYH�DURXQG�WKH�PLVPDQDJHPHQW�RI�WKH�QDWXUDO�UHVRXUFH
UHQWV��)LUVW��WKH�UHQWV�GLYHUW�DWWHQWLRQ�IURP�WKH�SURFHVV�RI�ZHDOWK�FUHDWLRQ�DQG�LQWR�UHQW�
VHHNLQJ�DFWLYLW\��VHFRQG��WKH�UHQWV�IURP�QDWXUDO�UHVRXUFHV�VXSSRUW�WKH�LPSRUW�VXEVWLWXWLRQ
SURFHVV�ORQJ�DIWHU�LWV�FRQWULEXWLRQ�WR�GHYHORSPHQW�KDV�FHDVHG�WR�EH�SRVLWLYH��DQG�WKLUG�
WKH�UHQWV�GLVWUDFW�JRYHUQPHQWV�IURP�WKH�QHHG�WR�GHYHORS�KXPDQ�UHVRXUFHV��,Q�IDFW��DOO�VL[
K\SRWKHVHV�FRQFHUQLQJ�WKH�FDXVHV�RI�WKH�XQVDWLVIDFWRU\�SHUIRUPDQFH�RI�WKH�UHVRXUFH�ULFK
FRXQWULHV�DUH�FRPSDWLEOH�ZLWK�HDFK�RWKHU�

7KLV�SDSHU�GUDZV�XSRQ�D�UHVHDUFK�SURMHFW�WKDW�LQ�H[SODLQLQJ�WKH�GLVDSSRLQWLQJ�HFRQRPLF
SHUIRUPDQFH�RI� WKH� UHVRXUFH�ULFK�FRXQWULHV� DQG�GHYLVLQJ�SROLFLHV� IRU� HFRQRPLF�JURZWK
WKDW�DUH�QRW�RQO\�UDSLG�DQG�HTXLWDEOH��EXW�DOVR�HQYLURQPHQWDOO\�DQG�VRFLDOO\�VXVWDLQDEOH�
,Q�H[SODLQLQJ�WKH�GLVDSSRLQWLQJ�SHUIRUPDQFH�RI�WKH�UHVRXUFH�ULFK�FRXQWULHV��WKH�UHVHDUFK
DVNV�� ZKDW� DUH� WKH� ORQJ�WHUP� WUHQGV� LQ� UHVRXUFH�GULYHQ� JURZWK"� :K\� GLG� HFRQRPLF
JURZWK� UDWHV� GLYHUJH� VR� VKDUSO\� DIWHU� WKH� ����V� DQG� ZKDW� UROH� GLG� WKH� KHLJKWHQHG
FRPPRGLW\� SULFH� YRODWLOLW\� RI� WKH� ����V� SOD\"� $UH� WKHUH� V\VWHPDWLF� SDWWHUQV� LQ� WKH
UHODWLRQVKLS�EHWZHHQ�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW�DQG�WKH�DFFXPXODWLRQ�RI�SURGXFHG
DQG�KXPDQ�FDSLWDO��DQG�DOVR�ZLWK�WKH�VRFLDO�VXVWDLQDELOLW\�RI�GHYHORSPHQW�SROLFLHV"�+RZ
GRHV� WKH� GHPRJUDSKLF� F\FOH� DIIHFW� WKHVH� SDUDPHWHUV"�:K\� GR� UHVRXUFH�ULFK� FRXQWULHV
KDYH� UHODWLYHO\� KLJK�LQFRPH� LQHTXDOLW\� DQG� KRZ� GRHV� WKLV� FKDUDFWHULVWLF� UHODWH� WR� WKHLU
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JHQHUDOO\�GLVDSSRLQWLQJ�UDWHV�RI�KXPDQ�DQG�VRFLDO�FDSLWDO�IRUPDWLRQ"�:KDW�UROHV�GR�WKH
FORVXUH�RI�WKH�HFRQRP\�DQG�WKH�DVVRFLDWHG�FUHDWLRQ�RI�GLVFUHWLRQDU\�UHQWV�SOD\�LQ�SROLF\
IDLOXUH"�:KDW� DUH� WKH� LPSOLFDWLRQV� RI� SROLF\� IDLOXUH� IRU� WKH� VXVWDLQDEOH� XVH� RI� QDWXUDO
UHVRXUFHV"�:K\�KDYH� WKH�VPDOOHU� UHVRXUFH�ULFK�FRXQWULHV�JURZQ�VORZHU� WKDQ� WKH� ODUJHU
RQHV� RYHU� UHFHQW� \HDUV"� ,V� SROLF\� IDLOXUH� PRUH� OLNHO\� ZKHQ� WKH� UHVRXUFH� UHQWV� DUH
FRQFHQWUDWHG�RQ�WKH�JRYHUQPHQW��DV�LQ�WKH�FDVH�RI�WKH�PLQHUDO�HFRQRPLHV�DQG�WKH�PLG�
LQFRPH�WUDQVLWLRQ�HFRQRPLHV"

7XUQLQJ�WR�WKH�SROLF\�LPSOLFDWLRQV�RI�WKH�UHVHDUFK��WKH�SUHVFULSWLRQV�DUH�WDLORUHG�WR�WDNH
DFFRXQW�RI�GLIIHUHQFHV�LQ��WKH�QDWXUDO�UHVRXUFH�EDVHV��SHU�FDSLWD�LQFRPH��DQG�DVVRFLDWHG
OHYHOV�RI�HGXFDWLRQDO�DQG�RI�LQVWLWXWLRQDO�DQG�VRFLDO�FDSLWDO���DQG�DOVR�W\SHV�RI�SROLWLFDO
VWDWH��ZKLFK�SURIRXQGO\�DIIHFW�WKH�HIILFLHQF\�RI�UHVRXUFH�XVH��DV�D�FRPSDULVRQ�RI�1LJHULD
DQG�%RWVZDQD� VWDUNO\� DWWHVWV��� 7KH� VSHFLILF� SROLF\� TXHVWLRQV� DGGUHVVHG� LQFOXGH��:KDW
PDFUR�SROLF\�UHIRUPV�DUH� UHTXLUHG�RI� WKH�UHVRXUFH�ULFK�FRXQWULHV"�+RZ�UDSLGO\�� DQG� LQ
ZKDW�VHTXHQFH��VKRXOG�WKH�UHIRUP�SURFHVV�SURFHHG"�+RZ�FDQ�WKH�GHVWDELOL]LQJ�LPSDFW�RI
FRPPRGLW\� SULFH� VZLQJV� EH� UHGXFHG"� :KDW� UROH� FDQ� (QYLURQPHQWDO� DQG� 1DWXUDO
5HVRXUFH�$FFRXQWLQJ��($5$��SOD\�LQ�LPSURYLQJ�WKH�PDQDJHPHQW�RI�QDWXUDO�UHVRXUFHV
DQG�LQ�HQKDQFLQJ�WKH�RYHUDOO�HFRQRPLF�SHUIRUPDQFH�RI�WKH�UHVRXUFH�ULFK�FRXQWULHV"�+RZ
PLJKW� UHGXFHG� LQFRPH� LQHTXDOLW\� FRQWULEXWH� WR� WKH� PRUH� UDSLG� DFFXPXODWLRQ� RI
HGXFDWLRQDO� DQG� LQVWLWXWLRQDO� FDSLWDO"� :K\� KDV� WKH� UHIRUP� SURFHVV� WHQGHG� WR� WDNH
VLJQLILFDQWO\�ORQJHU�WKDQ�LQLWLDOO\�H[SHFWHG"�7KHUH�LV�UHDVRQ�WR�EHOLHYH�WKDW�PDQ\�RI�WKHVH
TXHVWLRQV� FDQ� EH� DQVZHUHG� WR� EHWWHU� HIIHFW� LI� WKH� JURZWK� DFFRXQWLQJ� IUDPHZRUN� LV
EURDGHQHG�

����$�EURDGHU�JURZWK�DFFRXQWLQJ�IUDPHZRUN

7KH�QHR�FODVVLFDO�JURZWK�PRGHO�SUHVHQWV�RXWSXW�DV�D�IXQFWLRQ�RI�LQSXWV�RI�FDSLWDO��ODERXU
DQG�WHFKQRORJ\��,W�SUHGLFWV�WKDW�WKH�ORQJ�UXQ�UDWH�RI�JURZWK�LV�FRQVWUDLQHG�E\�WKH�UDWH�RI
JURZWK� RI� WKH� ODERXU� IRUFH��7KLV� LV� VR� LI� WKH� SURGXFWLRQ� IXQFWLRQ� H[KLELWV� GLPLQLVKLQJ
UHWXUQV�WR�FDSLWDO��FRQVWDQW�UHWXUQV�WR�VFDOH�DQG�]HUR�WHFKQRORJLFDO�SURJUHVV��,Q�LWV�PRVW
EDVLF�IRUP��WKH�PRGHO�LV�H[SUHVVHG�DV�

<� �)��.��$/�

ZKHUH�<�LV�RXWSXW��.�LV�FDSLWDO��/�LV�ODERXU�DQG�$�LV�D�PHDVXUH�RI�WKH�OHYHO�RI�WHFKQRORJ\
�0DQNLZ� ������� 7KH� PRGHO� VWUHVVHV� WKDW� PHGLXP�WHUP� JURZWK� DULVHV� IURP� WKH
DFFXPXODWLRQ�RI�FDSLWDO��,I�N� �.�$/��D�PHDVXUH�RI�FDSLWDO�HIILFLHQF\��LW�HYROYHV�VR�WKDW�

N� �VI�N�����Q���J���G�N

ZKHUH� N� LV� FKDQJH� LQ� WKH� FDSLWDO� HIILFLHQF\� OHYHO�� V� LV� WKH� VDYLQJ� UDWH�� Q� LV� WKH� UDWH� RI
SRSXODWLRQ�JURZWK��J�LV�WKH�UDWH�RI�JURZWK�LQ�WHFKQRORJ\�DQG�G�LV�WKH�UDWH�DW�ZKLFK�FDSLWDO
GHSUHFLDWHV��7KH�WHUPV�V��Q��J�DQG�G�DUH�H[RJHQRXV�WR�WKH�QHR�FODVVLFDO�PRGHO��7KH�ORQJ�
UXQ�RXWFRPH�RI�WKH�PRGHO�DSSURDFKHV�D�VWHDG\�VWDWH�ZKHUH�N� ���

7KH� DSSOLFDWLRQ� RI� WKH� QHR�FODVVLFDO� PRGHO� WHQGV� WR� SURGXFH� D� VL]HDEOH� UHVLGXDO�� )RU
H[DPSOH�� WKH�:RUOG� %DQN� ������� VWXG\� RI� WKH� (DVW� $VLDQ�PLUDFOH� FRQFOXGHV� WKDW� WKH
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PRGHO� H[SODLQV� EDUHO\� RQH�WKLUG� RI� WKH� GLIIHUHQFH� LQ� HFRQRPLF� SHUIRUPDQFH� EHWZHHQ
(DVW�$VLD� DQG� /DWLQ� $PHULFD�� (IIRUWV� WR� UHPHG\� WKLV� GHILFLHQF\� KDYH� IRFXVHG� ODUJHO\
XSRQ� HLWKHU� WKH� LQFRUSRUDWLRQ� RI� TXDOLWDWLYH� FKDQJHV� LQ� WKH� EDVLF� LQSXWV� RI� WKH� QHR�
FODVVLFDO�PRGHO��0DQNLZ�������<RXQJ��������RU�XSRQ�WKH�GHYHORSPHQW�RI� WKH�QHZ��RU
HQGRJHQRXV��JURZWK� WKHRU\� WKDW� WDUJHWV� WKH� UROH�RI� WHFKQRORJLFDO� FKDQJH� �5RPHU� ����
DQG��������7KH�ODWWHU�DSSURDFK�UHOD[HV�WKH�DVVXPSWLRQV�DERXW�FRQVWDQW�UHWXUQV�WR�VFDOH
DQG�FRPSHWLWLYH�PDUNHWV��DQG�VHHNV�WR�VSHFLI\�WKH�PHFKDQLVPV�E\�ZKLFK�WHFKQRORJ\�ZLOO
DFFXPXODWH�� ,Q� IDFW�� %DUUR� ������� FRQFOXGHV� WKDW� WKH� WZR� PRGHOV� DUH� FRPSOHPHQWDU\
EHFDXVH�VWDQGDUG�JURZWK�DFFRXQWLQJ�SURYLGHV�XVHIXO� LQIRUPDWLRQ�ZLWKLQ� WKH�FRQWH[W�RI
HQGRJHQRXV� JURZWK� WKHRU\�� DQG� WKH� ODWWHU� FDQ� EH� XVHG� WR� H[WHQG� WKH� XVHIXOQHVV� RI
WUDGLWLRQDO�JURZWK�DFFRXQWLQJ�

<HW� GHVSLWH� WKH� HODERUDWLRQ� RI� WKH� QHR�FODVVLFDO� WKHRU\� DQG� WKH� GHYHORSPHQW� RI
HQGRJHQRXV� JURZWK� WKHRU\�� ERWK�PRGHOV� VKDUH� WKH� FRPPRQ� SUREOHP� RI� EHLQJ� RYHUO\�
QDUURZO\�VSHFLILHG� �6DFKV�DQG�:DUQHU�������7HPSOH�DQG� -RKQVRQ�������� ,Q� WKLV�YHLQ�
3ULWFKHWW� ������� DUJXHV� WKDW� D� VLQJOH� JURZWK�PRGHO� FDQQRW� SRVVLEO\� H[SODLQ� WKH� YDULHG
JURZWK�SDWWHUQV�WR�EH�REVHUYHG�DFURVV�WKH�VSHFWUXP�RI�FRXQWULHV��ZKHWKHU� WKH�PRGHO� LV
H[SUHVVHG� LQ� WHUPV�RI�H[RJHQRXV�RU� HQGRJHQRXV� WHFKQRORJLFDO� FKDQJH��7ZR� LPSRUWDQW
RPLVVLRQV�DUH��ILUVW��QDWXUDO�FDSLWDO��ZKRVH�LQFOXVLRQ�IDFLOLWDWHV� WKH�FRQVLGHUDWLRQ�RI� WKH
HQYLURQPHQWDO�VXVWDLQDELOLW\�RI�HFRQRPLF�GHYHORSPHQW�DQG��VHFRQG��LQVWLWXWLRQDO�FDSLWDO�
ZKLFK�DOORZV�WKH�VRFLDO�VXVWDLQDELOLW\�RI�SROLFLHV�WR�EH�DQDO\]HG�

*UDYH� GRXEWV� KDYH� EHHQ� UDLVHG� DERXW� WKH� ORQJ�WHUP� VXVWDLQDELOLW\� RI� WKH� GHYHORSPHQW
SURFHVV� EHFDXVH� FKURQLF� PDUNHW� IDLOXUH� KDV� OHG� WR� WKH� PLVDOORFDWLRQ� DQG� RYHU�
FRQVXPSWLRQ� RI� QDWXUDO� FDSLWDO� DQG� HQYLURQPHQWDO� UHVRXUFHV� �:RUOG� %DQN� ������� )RU
H[DPSOH�� $WNLQVRQ� HW� DO�� ������� SURYLGH� FOHDU� HYLGHQFH� WKDW� ZKDWHYHU� JURZWK� ZDV
DFKLHYHG�LQ�PDQ\�RI�WKH�VPDOOHU�UHVRXUFH�ULFK�FRXQWULHV�LQ�WKH�����V�DQG�����V��LW�ZDV
QRW�HQYLURQPHQWDOO\�VXVWDLQDEOH�EHFDXVH�LW�ZDV�EDVHG�XSRQ�WKH�RQFH�IRU�DOO�FRQVXPSWLRQ
RI�QDWXUDO�FDSLWDO��+RZHYHU��D�UHFHQW�DWWHPSW�WR�PHDVXUH�WKH�VRXUFHV�RI�ZHDOWK��LQFOXGLQJ
QDWXUDO� FDSLWDO�� VXJJHVWV� WKDW� ERWK� QDWXUDO� FDSLWDO� DQG� SURGXFHG� FDSLWDO� DUH� IDU� OHVV
VLJQLILFDQW� WKDQ�KXPDQ�FDSLWDO� LQ�PRVW� JOREDO� UHJLRQV� �:RUOG�%DQN������ DQG�����D��
7KH�H[SODQDWRU\�SRZHU�RI�JURZWK�PRGHOV�PD\�WKHUHIRUH�EH�LPSURYHG�LI�� LQ�DGGLWLRQ�WR
DGGLQJ�QDWXUDO�FDSLWDO�� WKH� ODUJH�KXPDQ�FDSLWDO� FRPSRQHQW� LV� VXE�GLYLGHG��7KLV�FDQ�EH
DFKLHYHG�LI�WKH�KXPDQ�FDSLWDO�FRPSRQHQW�LV�VSOLW�EHWZHHQ�VNLOO��HGXFDWLRQ���D�WUDGLWLRQDO
SUHRFFXSDWLRQ� RI� JURZWK� DFFRXQWLQJ�� DQG� VRFLDO� RU� LQVWLWXWLRQDO� FDSLWDO�� 6RFLDO� FDSLWDO
PD\�EH�EURDGO\�GHILQHG�DV�WKH�LQVWLWXWLRQV�WKDW�PRGHUDWH� WKH�HIILFLHQF\�ZLWK�ZKLFK� WKH
RWKHU� IDFWRUV�DUH�GHSOR\HG��7HPSOH�DQG�-RKQVRQ��������$V�GHYHORSPHQW�SURFHHGV�DQG
WUDQVDFWLRQV�EHFRPH�PRUH�LPSHUVRQDO��VRFLDO�FDSLWDO�LQFUHDVLQJO\�EHFRPHV�D�ORFDO�OHYHO
SKHQRPHQRQ�EHFDXVH� IRUPDO� LQVWLWXWLRQV�DW� WKH�QDWLRQDO� OHYHO�EHFRPH�PRUH� LPSRUWDQW�
+RZHYHU�� WKH�PHDVXUHPHQW� RI� LQVWLWXWLRQDO� FDSLWDO� SRVHV� SUREOHPV��2QH� VROXWLRQ� LV� WR
GHYHORS� D� VXUURJDWH� LQGLFDWRU� E\�� IRU� H[DPSOH�� XVLQJ�� WKH� 'HOSKL� DSSURDFK� WR� DVVHVV
JRYHUQPHQW�HIILFLHQF\�RU��WKH�DSSURDFK�IDYRXUHG�KHUH��WR�XVH�WKH�W\SH�RI�SROLWLFDO�VWDWH
DV�D�SUR[\�IRU�LQVWLWXWLRQDO�FDSDFLW\�

7KLV�SDSHU� WKHUHIRUH� H[DPLQHV� HFRQRPLF�JURZWK�E\� FRQVLGHULQJ� HQYLURQPHQWDO� FDSLWDO
DQG�LQVWLWXWLRQDO�FDSLWDO�DORQJVLGH�WKH�WUDGLWLRQDO�IDFWRUV�RI�SURGXFHG�FDSLWDO��HGXFDWLRQ
DQG�WHFKQRORJLFDO�FKDQJH��,W�GHSOR\V�D�QXPEHU�RI�JURZWK�PRGHOV��VHOHFWLQJ�WKDW�PRGHO
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ZKLFK�RIIHUV�PRVW�LQVLJKW�LQWR�WKH�VSHFLILF�LVVXH�XQGHU�UHYLHZ��7KH�UHVHDUFK�DOVR�UHOLHV
VWURQJO\� RQ� HPSLULFDO� ZRUN� EHFDXVH� WKDW� DSSURDFK� H[WHQGV� WKH� IDFWRUV� WKDW� FDQ� EH
HYDOXDWHG�DQG�WKHUHE\�HQULFKHV�WKH�ILQGLQJV�LQ�FRPSDULVRQ�ZLWK�WKH�PRUH�IRUPDO�PRGHOV�
0RUH� VSHFLILFDOO\�� WKH� QH[W� VHFWLRQ�� 6HFWLRQ� ,,�� UHYLHZV� ZKDW� JURZWK� DFFRXQWLQJ� DQG
WUDGH�VWXGLHV�KDYH� WR�VD\�DERXW� WKH�UROH�RI�QDWXUDO� UHVRXUFHV� LQ�HFRQRPLF�GHYHORSPHQW
DQG� VWUXFWXUDO� FKDQJH�� 6HFWLRQ� ,,,� WKHQ� JRHV� RQ� WR� H[SORUH� WKH� LPSOLFDWLRQV� RI� ($5$�
6HFWLRQ�,9�WXUQV�WR�KXPDQ�FDSLWDO�DQG�H[DPLQHV�WKH�UHDVRQV�IRU�GLIIHUHQW� UDWHV�RI�VNLOO
DFFXPXODWLRQ��QRWLQJ�WKH�LPSRUWDQW�OLQN�EHWZHHQ�LQFRPH�GLVWULEXWLRQ��VNLOO�DFFXPXODWLRQ
DQG� WKH� UHVRXUFH�HQGRZPHQW��6HFWLRQ�9� UHYLHZV� WKH�HPHUJLQJ� OLWHUDWXUH�RQ� VRFLDO� DQG
LQVWLWXWLRQDO�FDSLWDO�

7KH�VW\OL]HG�IDFWV�RI�UHVRXUFH�ULFK�DQG�UHVRXUFH�GHILFLHQW�GHYHORSPHQW�WKDW�DUH�LGHQWLILHG
LQ�6HFWLRQV�,,�WR�9�DUH�WKHQ�XVHG�LQ�6HFWLRQ�9,�WR�GHYHORS�WZR�PRGHOV��7KH�ILUVW�LV� WKH
VWDSOH� WUDS� PRGHO� RI� UHVRXUFH�ULFK� GHYHORSPHQW� DQG� WKH� VHFRQG� LV� WKH� VHTXHQFHG
LQGXVWULDOL]DWLRQ�PRGHO�RI�UHVRXUFH�GHILFLHQW�GHYHORSPHQW��7KH�ODWWHU�SURYLGHV�D�XVHIXO
FRXQWHUIDFWXDO�DJDLQVW�ZKLFK�WR�FRPSDUH�WKH�VWDSOH�WUDS�PRGHO��$Q�KLVWRULFDO�SHUVSHFWLYH
LV� DGRSWHG� LQ� 6HFWLRQ� 9,,� LQ� RUGHU� WR� GHWHUPLQH� ZKHWKHU� WKH� SUREOHP� RI� UHVRXUFH
DEXQGDQFH�UHYHDOHG�E\�WKH�PRGHOV� LV�D� UHODWLYHO\� UHFHQW�SKHQRPHQRQ��RU�D�PRUH�GHHS�
URRWHG� RQH�� )LQDOO\�� 6HFWLRQ�9,,,� H[SORUHV� WKH� SROLF\� LPSOLFDWLRQV� RI� WKH� UHVHDUFK� IRU
ERWK� WKH� GHYHORSLQJ�PDUNHW� HFRQRPLHV� DQG� DOVR� IRU� WKH� HFRQRPLHV� LQ� WUDQVLWLRQ�� 7KH
FRQFOXVLRQV�DUH�VXPPDUL]HG�LQ�6HFWLRQ�,;�
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����6W\OL]HG�IDFWV�RI�QDWXUDO�UHVRXUFHV�DQG�HFRQRPLF�JURZWK

6\UTXLQ�DQG�&KHQHU\��������KDYH�H[DPLQHG�WKH�VW\OL]HG�IDFWV�RI�HFRQRPLF�JURZWK�DQG
VWUXFWXUDO�FKDQJH�IRU�PRUH�WKDQ�RQH�KXQGUHG�FRXQWULHV�RYHU�D�SHULRG�RI�PRUH�WKDQ�WKUHH
GHFDGHV��7KH\�LGHQWLI\�V\VWHPDWLF�FKDQJHV�LQ�WKH�VWUXFWXUH�RI�WKH�HFRQRP\�QRW�RQO\�ZLWK
SHU� FDSLWD� LQFRPH� �VXPPDUL]HG� LQ� 7DEOH� ��� EXW� DOVR� ZLWK� WKH� QDWXUDO� UHVRXUFH
HQGRZPHQW�� 7KHUH� LV� HYLGHQFH� WKDW� GLIIHUHQFHV� LQ� WKH� VWUXFWXUH� RI� WKH� HFRQRP\� FDQ
VLJQLILFDQWO\� DIIHFW� HFRQRPLF� JURZWK�� )RU� H[DPSOH�� LQ� D� FRPSUHKHQVLYH� VWXG\�
(FKHYDUULD� ������� ILQGV� WKDW� WKH� FKDQJLQJ� VHFWRUDO� FRPSRVLWLRQ� RI� HFRQRPLHV� PD\
DFFRXQW� IRU� PRUH� WKDQ� RQH�ILIWK� RI� WKH� REVHUYHG� YDULDWLRQ� LQ� HFRQRPLF� JURZWK� UDWHV
DPRQJ� FRXQWULHV�� $Q� LPSRUWDQW� FRPSRQHQW� RI� VWUXFWXUDO� FKDQJH� LV� WKH� VL]H� RI� WKH
PDQXIDFWXULQJ� VHFWRU� EHFDXVH� WKDW� VHFWRU� GLVSOD\V� D� FDSDFLW\� IRU� KLJKHU� SURGXFWLYLW\
JURZWK� WKDQ�HLWKHU�DJULFXOWXUH�RU�VHUYLFHV��7KH�HFRQRPLF�JURZWK�UDWH�ZLOO� WKHUHIRUH�EH
VORZHU� LQ� WKRVH� HFRQRPLHV�ZKHUH� WKH� VKDUH� RI�PDQXIDFWXULQJ� LQ�*'3� LV� VPDOOHU�� 7KH
VKDUH� RI� PDQXIDFWXULQJ� LQ� *'3� YDULHV� V\VWHPDWLFDOO\� ZLWK� SHU� FDSLWD� LQFRPH� DQG
W\SLFDOO\� UHDFKHV�D�SHDN�DW�PLG�LQFRPH�OHYHOV��VR� WKDW�DOO� HOVH�EHLQJ�HTXDO� WKH� UDWHV�RI
LQYHVWPHQW�WR�*'3�DQG�RI�HFRQRPLF�JURZWK�WHQG�WR�EH�KLJKHVW�DW�PLG�LQFRPH�OHYHOV�

TABLE 2

PER CAPITA INCOME AND ECONOMIC GROWTH, SYRQUIN/CHENERY AGGREGATES

Growth

PC GDP
Net

investment ICOR Pop. PC GDP
Value
added

Labour
prod. Years

100-140 8 2.2 2.6 1.3 3.8 1.3 27
140-280 10 2.3 2.8 2.0 4.8 1.7 35
280-560 13 2.4 2.5 3.2 5.7 2.8 22
560-1120 15 2.5 2,2 4.1 6.3 4.0 17
1120-2100 16 2.4 2.0 4.6 6.6 4.8 14
2100-3360 16 2.4 1.5 4.7 6.2 4.8 10
3360-5040 14 2.4 1.0 4.6 5.6 4.1 9

Source: Syrquin (1986), 233.

%XW� DOO� HOVH� LV� QRW� HTXDO�� DQG� WKH� VL]H� RI� WKH� PDQXIDFWXULQJ� VHFWRU� DOVR� YDULHV
V\VWHPDWLFDOO\�ZLWK�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW��7KH�PDQXIDFWXULQJ�VHFWRU�RI�ODUJH
FRXQWULHV�JURZV�WR�DFFRXQW�IRU�D�ODUJHU�VKDUH�RI�*'3�WKDQ�LQ�VPDOOHU�RQHV��6\UTXLQ�DQG
&KHQHU\� ������ ��������7KHUHIRUH�� ODUJHU� FRXQWULHV� �ZKHWKHU� UHVRXUFH�ULFK� RU� UHVRXUFH�
GHILFLHQW�� KDYH� D� SURSHQVLW\� IRU� IDVWHU� JURZWK� WKDQ� WKHLU� VPDOOHU� FRXQWHU�SDUWV�� <HW
3HUNLQV�DQG�6\UTXLQ���������XVLQJ�GDWD�IRU����������ILQG�OLWWOH�HYLGHQFH�WKDW�WKLV�JURZWK
SRWHQWLDO� RI� ODUJHU� FRXQWULHV� KDV� EHHQ� FDSWXUHG�� +RZHYHU�� D� ILQHU� GLVDJJUHJDWLRQ� RI
FRXQWULHV� FRYHULQJ� WKH� SHULRG� RI� KHLJKWHQHG� LQVWDELOLW\� LQ� WKH� LQWHUQDWLRQDO� HFRQRP\
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IURP���������GRHV�VKRZ�D�SRVLWLYH�OLQN�EHWZHHQ�FRXQWU\�VL]H�DQG�JURZWK�UDWH��7DEOH����
7KLV� VHQVLWLYLW\� RI� WKLV� RXWFRPH� WR� WKH� WLPH� SHULRG� VHOHFWHG� VXJJHVWV� WKDW� WKH� ODUJHU
FRXQWULHV�KDYH�DQ�DGGLWLRQDO�DGYDQWDJH�WR�PDUNHW�VL]H�WKDW�KHOSV�UHGXFH�WKHLU�H[SRVXUH�WR
H[WHUQDO� VKRFNV��7KLV� LV� EHFDXVH� WKH\�GHSHQG� OHVV�RQ� WUDGH� WKDQ� VPDOOHU� FRXQWULHV� DQG
KDYH�D�ZLGHU�UDQJH�RI�RSWLRQV��LQFOXGLQJ�PDQXIDFWXULQJ�VXE�VHFWRUV�WKDW�DUH�VHQVLWLYH�WR
WKH�HFRQRPLHV�RI�VFDOH��ZLWK�ZKLFK�WR�GLYHUVLI\�WKHLU�HFRQRPLHV��7KH�VPDOOHU�UHVRXUFH�
ULFK� HFRQRPLHV� DUH� OLNHO\� WR� EH� OHVV� GLYHUVLILHG� DQG�PRUH� DGYHUVHO\� DIIHFWHG� E\� WUDGH
VKRFNV�

7KHUH�LV�FOHDU�HYLGHQFH�WKDW�FURS�GULYHQ�UHVRXUFH�ULFK�HFRQRPLHV�GR�KDYH�DQ�LQKHUHQWO\
VORZHU� JURZWK� UDWH� WKDQ� PDQXIDFWXULQJ�GULYHQ� UHVRXUFH�GHILFLHQW� HFRQRPLHV�� )RU
H[DPSOH�� DPRQJ� WKH� ODUJHU� FRXQWULHV�� WKH�PDQXIDFWXULQJ� VHFWRU� H[SDQGV� ODWHU� �L�H�� DW� D
KLJKHU�SHU�FDSLWD� LQFRPH�� LQ� WKH� UHVRXUFH�ULFK�RQHV�DQG�SHDNV�DW�D� OHYHO� WKDW� LV����RI
*'3� ORZHU� WKDQ� LQ� WKH� ODUJH� UHVRXUFH�GHILFLHQW� HFRQRP\�� $PRQJ� WKH� VPDOOHU
HFRQRPLHV�� UHVRXUFH�ULFK� FRXQWULHV� W\SLFDOO\� KDYH� PDQXIDFWXULQJ� VHFWRUV� WKDW� H[SDQG
WKHLU�VKDUH�RI�*'3�E\������OHVV�WKDQ�LQ�WKH�VPDOO�UHVRXUFH�GHILFLHQW�RQHV��0HOORU�������
FRQFOXGHV�WKDW�WKH�DJULFXOWXUDO�VHFWRU�LQ�D�ZHOO�PDQDJHG�HFRQRP\�PD\�H[SDQG�DW�����
DQQXDOO\�DW�WKH�PRVW��EXW�WKDW�PDQXIDFWXULQJ�KDV�WKH�SRWHQWLDO�WR�JURZ�DW�WZLFH�WKLV�UDWH
RU�PRUH��$V� IRU� WKH� VPDOO�PLQHUDO�HFRQRPLHV�� D�SURQRXQFHG� IHDWXUH�RI� WKHLU� VWUXFWXUDO
FKDQJH�KDV�EHHQ�VWURQJ�'XWFK�GLVHDVH�HIIHFWV�WKDW�HLWKHU�VWXQW�WKH�PDQXIDFWXULQJ�VHFWRU
RU�HOVH�HQFRXUDJH�JRYHUQPHQWV� WR�SURWHFW�D�VORZ�PDWXULQJ�PDQXIDFWXULQJ�VHFWRU� �$XW\
DQG�0LNHVHOO�IRUWKFRPLQJ��

6DFKV�DQG�:DUQHU������D���XVLQJ�WKH�DYHUDJH�VKDUH�RI�H[SRUWV�LQ�*'3�DV�WKHLU�PHDVXUH
RI�UHVRXUFH�GHSHQGHQFH��FRQILUP�ZLWK�HFRQRPHWULFV�D�QHJDWLYH�OLQN�EHWZHHQ�UHOLDQFH�RQ
QDWXUDO�UHVRXUFHV�DQG�HFRQRPLF�JURZWK��'DWD�IRU�WKH�\HDUV���������VKRZ�WKDW�WKH�FURVV�
FRXQWU\�DYHUDJH�VKDUH�RI�SULPDU\�H[SRUWV�LQ�*'3�ZDV������EXW�WKDW�D�RQH�XQLW�VWDQGDUG
GHYLDWLRQ�LQFUHDVH�������LQ�WKH�VKDUH�RI�SULPDU\�H[SRUWV�UHGXFHV�WKH�JURZWK�UDWH�RI�SHU
FDSLWD�*'3�E\�DOPRVW�����7KLV�ILQGLQJ�GRHV�QRW�DSSHDU�WR�EH�VHQVLWLYH�WR�WKH�LQFOXVLRQ
RI� RWKHU� YDULDEOHV� LQ� WKH� DQDO\VLV�� RU� WR� FKDQJHV� LQ� WKH� FKRVHQ� PHDVXUH� RI� UHVRXUFH
LQWHQVLW\�� (OVHZKHUH�� 6DFKV� DQG� :DUQHU� ������� FRQILUP� WKDW� WKH� XQGHUO\LQJ� DGYHUVH
HIIHFW�RI�D�ULFK�QDWXUDO�UHVRXUFH�HQGRZPHQW�RQ�SHU�FDSLWD�*'3�JURZWK�LV�LQGHHG�UREXVW�
7KH\� VKRZ� WKDW� WKH� ILQGLQJ� SHUVLVWV� DIWHU� DGGLWLRQDO� WHVWV� WKDW� FRQWURO� IRU� LQVWLWXWLRQDO
TXDOLW\�� WKH� VKDUH� RI� LQYHVWPHQW� LQ� *'3�� WKH� VKLIW� LQ� H[SRUWV� SULFHV� FRPSDUHG� ZLWK
LPSRUW�SULFHV��D�GXPP\�YDULDEOH�IRU�D�UHJLRQDO�HIIHFW��WKH�UHPRYDO�RI�RXWOLHUV�VXFK�DV�WKH
RLO�H[SRUWLQJ�FRXQWULHV�DQG�VSOLWWLQJ�WKH�WLPH�SHULRG�LQWR�WZR�VHSDUDWH�GHFDGHV�

$PRQJ� WKH�UHVRXUFH�ULFK�FRXQWULHV�� WKRVH�RI� VXE�6DKDUDQ�$IULFD�DQG� WR�D� OHVVHU�H[WHQW
WKRVH� RI� /DWLQ�$PHULFD�� KDYH� SHUIRUPHG� HVSHFLDOO\� SRRUO\��'XQFDQ� ������� ILQGV� WKDW�
FRPSDUHG� ZLWK� RWKHU� ORZ�LQFRPH� UHJLRQV�� VXE�6DKDUDQ� $IULFDQ� FRXQWULHV� IDLOHG� WR
GLYHUVLI\� RXW� RI� VORZ�JURZWK� XQSURFHVVHG� SULPDU\� SURGXFW� H[SRUWV� LQWR� IDVWHU�JURZWK
RQHV�� <HW� HYHQ� LI� GLYHUVLILFDWLRQ� LQWR� SULPDU\� SURGXFW� H[SRUWV� ZLWK� KLJKHU� JURZWK
SRWHQWLDO�ZHUH�WR�EH�DFKLHYHG��)RVX��������ZDUQV�WKDW�WKH�H[SDQVLRQ�RI�SULPDU\�H[SRUWV
KDV� D� QHJOLJLEOH� HIIHFW� RQ� WKH� JURZWK� RI� QRQ�H[SRUW� *'3�� DOWKRXJK� LW� GRHV� KDYH� D
SRVLWLYH� HIIHFW� RQ�*'3�JURZWK�� 7KLV� VXJJHVWV� WKDW� LQGXVWULDOL]DWLRQ�PLJKW� RIIHU� EHWWHU
SURVSHFWV�� EXW� DFFRUGLQJ� WR� 2ZHQV� DQG� :RRG� �������� VXE�6DKDUDQ� $IULFD� KDV� VFDQW
SRWHQWLDO� IRU� PDQXIDFWXUHG� H[SRUWV�� HYHQ� LQ� WKH� IRUP� RI� UHVRXUFH� SURFHVVLQJ�� /DWLQ
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$PHULFD�KDV�EHWWHU�SURVSHFWV�IRU�UHVRXUFH�EDVHG�H[SRUWV��KRZHYHU�� WKDQNV�WR�LWV�KLJKHU
OHYHO� RI� VNLOO� DFFXPXODWLRQ�� 1HYHUWKHOHVV�� PRVW� FRXQWULHV� LQ� WKDW� UHJLRQ� VWLOO� IDLOHG� WR
DYRLG�D�JURZWK�FROODSVH�DIWHU�WKH�VHFRQG�RLO�VKRFN�

(OVHZKHUH��ZLWKLQ�(DVW�$VLD��6DFKV�DQG�:DUQHU��������QRWH�WKDW� WKH�UHVRXUFH�GHILFLHQW
FRXQWULHV� �6LQJDSRUH�� 6RXWK� .RUHD� DQG� 7DLZDQ�� KDYH� SHUIRUPHG� EHWWHU� WKDQ� WKH
UHVRXUFH�ULFK� FRXQWULHV� �0DOD\VLD� DQG� 7KDLODQG��� ,QWHUHVWLQJO\�� JLYHQ� WKH� DVVRFLDWLRQ
EHWZHHQ�FRPSHWLWLYH�PDQXIDFWXULQJ�DQG�HFRQRPLF�JURZWK��WKH\�DOVR�SRLQW�RXW� WKDW� WZR
FRXQWULHV� RXW� RI� WKH� KDQGIXO� RI� UHODWLYHO\� KLJK�JURZWK� UHVRXUFH�ULFK� FRXQWULHV�� QDPHO\
0DOD\VLD� DQG� 0DXULWLXV�� UHOLHG� KHDYLO\� RQ� ODERXU�LQWHQVLYH� PDQXIDFWXULQJ� WR� VXVWDLQ
WKHLU� JURZWK� WKURXJK� WKH� ����V�� ,W� LV� GHEDWDEOH�� KRZHYHU�� ZKHWKHU� 0DXULWLXV� VWLOO
TXDOLILHG�DV�D�UHVRXUFH�ULFK�FRXQWU\�HYHQ�LQ�WKH�����V��JLYHQ�LWV�ORZ�UDWLR�RI�FURSODQG�SHU
FDSLWD��5DWKHU�� IROORZLQJ� WKH�UHVROXWLRQ�RI�D�ELWWHU� VWUXJJOH�EHWZHHQ�SRODUL]HG�SROLWLFDO
SDUWLHV�� LWV� GHYHORSPHQW� KDV� H[KLELWHG� VWURQJ� VLPLODULWLHV� ZLWK� WKDW� RI� D� UHVRXUFH�
GHILFLHQW�FRXQWU\�WKURXJK�WKH�����V��)LQGOD\�DQG�:HOOLV]���������$PRQJ�WKH�UHVRXUFH�
ULFK� FRXQWULHV�� WKLV� OHDYHV� RQO\�0DOD\VLD�� 7KDLODQG�� ,QGRQHVLD�� &RQJR�� %RWVZDQD� DQG
SRVW������&KLOH�DV�KLJK�JURZWK�RXWOLHUV��$OO�VL[�FRXQWULHV�HYHQWXDOO\�DFKLHYHG�UDWHV�RI
VDYLQJ�DQG�LQYHVWPHQW�WKDW��UHODWLYH�WR�*'3��ZHUH�FRPSDUDEOH�WR�WKRVH�RI�WKH�VXFFHVVIXO
PDQXIDFWXULQJ�GULYHQ�UHVRXUFH�GHILFLHQW�FRXQWULHV��7KH�ILUVW� WKUHH�FRXQWULHV�GLG� WKLV�E\
GLYHUVLI\LQJ� LQWR� D� ZLGHQLQJ� UDQJH� RI� PDQXIDFWXUHG� JRRGV�� WKH� RWKHUV� UHPDLQHG
GHSHQGHQW�RQ�QDWXUDO�UHVRXUFHV�

����6DYLQJ��LQYHVWPHQW�DQG�WKH�GHPRJUDSKLF�WUDQVLWLRQ

7KH�KLJK�JURZWK�GHYHORSLQJ�FRXQWULHV��ZKHWKHU�UHVRXUFH�ULFK�RU�UHVRXUFH�GHILFLHQW��KDYH
OLIWHG� WKHLU� UDWHV� RI� LQYHVWPHQW� WR� VXVWDLQ� OHYHOV� RI� ���� RI� *'3� RU� KLJKHU� DQG
PDLQWDLQHG�WKH�HIILFLHQF\�RI�VXFK�LQYHVWPHQW��$VVRFLDWHG�ZLWK�WKLV�LQFUHDVH�LQ�WKH�OHYHO
RI�LQYHVWPHQW�KDV�EHHQ�D�ULVH�LQ�WKH�GRPHVWLF�VDYLQJ�UDWH��,Q�DGGLWLRQ��DV�LV�VKRZQ�EHORZ�
IRUHLJQ�VDYLQJ�KDV�KHOSHG�WR�VXSSOHPHQW�GRPHVWLF�VDYLQJ��7KHUH�LV�UHFHQW�HYLGHQFH�WKDW
WKH� VDYLQJ� UDWH�� LQYHVWPHQW� UDWH� DQG� GHSHQGHQFH� RQ� IRUHLJQ� FDSLWDO� DUH� OLQNHG� WR� WKH
GHPRJUDSKLF�F\FOH�DQG��PRUH�VLJQLILFDQWO\�IRU�WKLV�VWXG\��WKDW�WKH�RQVHW�DQG�GXUDWLRQ�RI
WKH� GHPRJUDSKLF� F\FOH� DUH�� LQ� WXUQ�� OLQNHG� WR� WKH� QDWXUDO� UHVRXUFH� HQGRZPHQW�� 0RUH
VSHFLILFDOO\��UHVRXUFH�GHILFLHQW�FRXQWULHV�HPEDUN�RQ�WKH�F\FOH�DW�ORZHU�SHU�FDSLWD�LQFRPH
OHYHOV�DQG�SDVV�WKURXJK�LWV�EDVLF�VWDJHV�PRUH�UDSLGO\�WKDQ�UHVRXUFH�ULFK�FRXQWULHV�GR�

:LOOLDPVRQ��������DUJXHV�WKDW�WKH�QDWXUH�RI�WKH�GHPRJUDSKLF�WUDQVLWLRQ�FDQ�VLJQLILFDQWO\
LPSDFW�WKH�UDWH�RI�VDYLQJ��+LV�VWDUWLQJ�SRLQW�LV�WKDW�WKH�FULWLFDO�SRSXODWLRQ�SDUDPHWHU�IRU
JURZWK� DFFRXQWLQJ� LV� QRW� WKH� FUXGH� JURZWK� UDWH�� DV� XVHG� LQ� WKH� QHR�FODVVLFDO� JURZWK
PRGHO�� EXW� UDWKHU� WKH� UDWH� RI� JURZWK� RI� WKH� GHSHQGDQW� SRSXODWLRQ�� +H� VKRZV� WKDW� WKH
ZRUNHU�GHSHQGDQW� UDWLR� WUDFHV� WKUHH� VWDJHV� GXULQJ� WKH� GHPRJUDSKLF� F\FOH�� HDFK�ZLWK� D
GLIIHUHQW� LPSOLFDWLRQ� IRU� VDYLQJ� DQG� HFRQRPLF� JURZWK�� )LUVW�� WKH� GHSHQGHQF\� UDWLR
GHWHULRUDWHV� DV� WKH� VHFRQG� VWDJH� RI� WKH� GHPRJUDSKLF� F\FOH� �KLJK� ELUWK� UDWH�� IDOOLQJ
PRUWDOLW\��FDXVHV�WKH�QXPEHU�RI�FKLOGUHQ�WR�ULVH�LQ�SURSRUWLRQ�WR�WKH�ZRUNIRUFH��7KLV�DFWV
DV�D�GHSUHVVDQW�RQ�HFRQRPLF�JURZWK�EHFDXVH�HDFK�ZRUNHU�PXVW�VXSSRUW�PRUH�DQG�PRUH
SHRSOH�DQG�WKH�UDWLR�RI�FRQVXPSWLRQ�WR�VDYLQJ�ULVHV�RYHU�ZKDW�LW�ZRXOG�RWKHUZLVH�EH��%XW
LQ� WKH� PLGGOH� VWDJH� RI� WKH� F\FOH�� DV� SRSXODWLRQ� JURZWK� VORZV� DQG� WKH� ZRUNIRUFH
FRQWLQXHV� WR� H[SDQG�� WKH� GHSHQGHQF\� UDWLR� IDOOV� DQG� FRQIHUV� D� ERQXV� IRU� HFRQRPLF



�

JURZWK�� 7KLV� LV� EHFDXVH� WKH� UHVXOWLQJ� LQFUHDVH� LQ� ZRUNIRUFH� SDUWLFLSDWLRQ� UDWHV� �DQG
IDPLO\�PHPEHU�LQFRPH��QRW�RQO\�OLIWV� WKH�ODERXU�LQSXW�UHODWLYH�WR�WKH�SRSXODWLRQ�EXW� LW
DOVR�UDLVHV�WKH�VDYLQJ�UDWH��7KH�KLJKHU�VDYLQJ�IORZV�LQWR�KLJKHU�LQYHVWPHQW�LQ�RUGHU�WR�VHW
XS� QHZ� �VPDOOHU�� KRXVHKROGV� DQG� WR� FUHDWH� QHZ� HPSOR\PHQW�� )XUWKHUPRUH�� KLJKHU� WD[
UHYHQXHV� LPSURYH� SXEOLF� ILQDQFHV� DQG� OLIW� SXEOLF� VDYLQJ�� 0HDQZKLOH� WKH� VFDOH� RI
WUDQVIHUV�UHODWLYH�WR�WKH�SXEOLF�ILQDQFHV�DOVR�IDOOV�DQG��WKHUHIRUH��VR�WRR�GR�GLVWRUWLRQDU\
WD[HV�� )LQDOO\�� LQ� WKH� WKLUG� VWDJH� RI� WKH� GHPRJUDSKLF� WUDQVLWLRQ�� WKH� DJHLQJ� RI� WKH
SRSXODWLRQ�LQFUHDVHV�WKH�GHSHQGHQF\�UDWLR�RQFH�DJDLQ�DQG�GHSUHVVHV�WKH�UDWH�RI�VDYLQJ�
LQYHVWPHQW� DQG� HFRQRPLF� JURZWK�� ,Q� VXPPDU\�� WKH� PLGGOH� VWDJH� RI� WKH� GHPRJUDSKLF
WUDQVLWLRQ�LV�RQH�RI�IDVW�HFRQRPLF�JURZWK�GXH�EDVLFDOO\�WR�D�IDYRXUDEO\�ORZ�GHSHQGHQF\
UDWLR�� ZKHUHDV� WKH� LQLWLDO� VWDJH� RI� WKH� WUDQVLWLRQ� DQG� WKH� ILQDO� VWDJH� H[KLELW� VORZHU
HFRQRPLF�JURZWK� UDWHV��$OO� HOVH� EHLQJ� HTXDO�� WKH� UHVRXUFH�GHILFLHQW� FRXQWULHV� UHDS� WKH
JURZWK�ERQXV�RI�WKH�PLGGOH�VWDJH�RI�WKH�F\FOH�HDUOLHU�WKDQ�WKH�UHVRXUFH�ULFK�FRXQWULHV�IRU
UHDVRQV�JLYHQ�EHORZ�

:LOOLDPVRQ��������PHDVXUHV�WKH�VFDOH�RI�WKH�GHSHQGHQF\�HIIHFW�IRU�HFRQRPLF�JURZWK�IRU
(DVW�$VLD� VLQFH� WKH� 6HFRQG�:RUOG�:DU�� 7KH� GHPRJUDSKLF� WUDQVLWLRQ�ZDV� WULJJHUHG� LQ
WKDW� UHJLRQ�E\� DQ� H[RJHQRXV� HYHQW�� WKH� WUDQVIHU�RI�ZHVWHUQ�PHGLFLQH� LQ� WKH� ODWH�����V
WKDW�VWDUWHG�D�VKDUS�GHFOLQH�LQ�LQIDQW�PRUWDOLW\��5HODWLYH�WR�DQ�XQGHUO\LQJ�WUHQG�UDWH��WKH
(DVW�$VLDQ�HFRQRPLHV�VKRXOG�KDYH�JURZQ�VORZHU�SULRU�WR������DV�WKH�LQLWLDO�VWDJH�RI�WKH
GHPRJUDSKLF�WUDQVLWLRQ�ZRUNHG�WR�KHLJKWHQ�WKH�GHSHQGHQF\�UDWLR��%XW� WKHUHDIWHU��DV� WKH
GHSHQGHQF\� UDWLR� EHFDPH� PRUH� IDYRXUDEOH�� WKHQ� WKH� JURZWK�HQKDQFLQJ� HIIHFW� ZRXOG
FRPH�WKURXJK��7KH�UHVXOWLQJ�VWLPXOXV�WR�VDYLQJ�DQG�LQYHVWPHQW�VKRXOG�WDSHU�RII�LQ�(DVW
$VLD� GXULQJ� WKH� ILUVW� TXDUWHU� RI� WKH� QH[W� FHQWXU\� DV� WKH� GHSHQGHQF\� UDWLR� GHWHULRUDWHV�
:LOOLDPVRQ�HVWLPDWHV� WKDW� WKH� LQLWLDO� JURZWK�GHSUHVVLQJ� VWDJH�RI� WKH� F\FOH� UDQ� WKURXJK
WKH�����V�DQG�����V�LQ�(DVW�$VLD��7KHUHDIWHU�� WKRVH�HFRQRPLHV�JUHZ�DW������DQQXDOO\
��������� VRPH� ����� DERYH� WKH� XQGHUO\LQJ� WUHQG� OLQH�� +H� ILQGV� WKDW� WKH� GHPRJUDSKLF
WUDQVLWLRQ�DSSHDUV� WR�DFFRXQW� IRU�EHWZHHQ�RQH�WKLUG�DQG�RQH�KDOI�RI� WKH�IDVWHU� UDWH� �L�H�
EHWZHHQ�����DQG���SHUFHQWDJH�SRLQWV���0RUHRYHU��LW�FDQ�EH�DUJXHG�WKDW�WKH�GHPRJUDSKLF
LPSDFW�SUREDEO\�DFFRXQWHG�IRU�DQ�HYHQ�ODUJHU�VKDUH�RI�WKH�LPSURYHG�JURZWK�WUHQG�LI�WKH
LQLWLDO�UHFRYHU\�EDFN�WR�WKH�WUHQG�IURP�WKH�ILUVW�VWDJH�RI�WKH�F\FOH�LV�IDFWRUHG�LQ�

:LOOLDPVRQ��������RPLWV�WR�QRWH�WKDW�WKH�UHVRXUFH�GHILFLHQW�(DVW�$VLDQ�FRXQWULHV�PRYHG
PRUH�TXLFNO\� WKURXJK� WKH� GHPRJUDSKLF� F\FOH� WKDQ� WKH�PRUH� UHVRXUFH�ULFK� FRXQWULHV� LQ
WKDW� UHJLRQ�� 7KLV� GLIIHUHQFH� DULVHV� IURP� WKH� IDFW� WKDW� LQ� ODQG�VFDUFH� FRXQWULHV�� WKH
%RVHURSLDQ�SUHVVXUHV� WR� UHGXFH� IDPLO\� VL]H�DW� ORZ�LQFRPH� OHYHOV�DUH�YHU\� VWURQJ��7KLV
PHDQV�WKDW�VXFK�FRXQWULHV�FRPSOHWH�WKH�JURZWK�GHSUHVVLQJ�VWDJH�RI�WKH�F\FOH�HDUOLHU�WKDQ
WKH�PRUH�UHVRXUFH�DEXQGDQW�FRXQWULHV��,Q�DGGLWLRQ��WKH�EHQHILWV�RI�WKH�VWLPXOXV�WR�KLJKHU
VDYLQJ�DQG� LQYHVWPHQW�GXULQJ� WKH�PLGGOH� VWDJH�RI� WKH� F\FOH� DUH�PRUH� FRPSUHVVHG� DQG
LQWHQVH�� 0HDQZKLOH�� HOVHZKHUH� LQ� WKH� UHJLRQ�� WKH� FORVHG� HFRQRPLHV� RI� 6RXWK� $VLD�
GRPLQDWHG�E\�3DNLVWDQ�DQG�,QGLD��PDGH�VWLOO�VORZHU�SURJUHVV�WKURXJK�WKH�WUDQVLWLRQ�WKDQ
PRUH� UHVRXUFH�ULFK� 6RXWKHDVW� $VLD�� %ORRP� DQG� :LOOLDPVRQ� ������� DUJXH� WKDW� 6RXWK
$VLDQ�FRXQWULHV�FDQ�H[SHFW�WR�EHQHILW�IURP�WKH�JURZWK�VWLPXOXV�RI�WKH�PLGGOH�SKDVH�RI
WKH� GHPRJUDSKLF� F\FOH� DV� WKH� HIIHFWV� IDGH� LQ�(DVW�$VLD�� (OVHZKHUH�� UHVRXUFH�ULFK� VXE�
6DKDUDQ�$IULFD�LV�IDUWKHVW�EHKLQG�LQ�WKH�GHPRJUDSKLF�F\FOH��,W� LV� WKH�RQO\�UHJLRQ��DVLGH
IURP�WKH�0LGGOH�(DVW�� WKDW� LV�SURMHFWHG�WR�H[SHULHQFH�DQ�LQFUHDVH�� UDWKHU� WKDQ�D� IDOO�� LQ
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SULPDU\� VFKRRO� HQUROPHQW� E\� ������ 0RUHRYHU� WKH� UDWH� RI� LQFUHDVH� PD\� H[FHHG� ���
�:RUOG�%DQN�����E��

(OVHZKHUH�� +LJJLQV� DQG�:LOOLDPVRQ� ������� IRFXV� PRUH� VSHFLILFDOO\� RQ� WUHQGV� LQ� WKH
RYHUDOO�VDYLQJ�DQG�LQYHVWPHQW�HIIHFWV�RI� WKH�GHPRJUDSKLF�WUDQVLWLRQ�� LQFOXGLQJ� WKH�UROH
RI�IRUHLJQ�VDYLQJ��7KH\�WHVW�WKH�+RRYHU�&RDOH�K\SRWKHVLV�WKDW�D�ULVLQJ�GHSHQGHQF\�UDWLR
UDLVHV� FRQVXPSWLRQ� DW� WKH� H[SHQVH� RI� VDYLQJV� ZKLOH� D� IDOOLQJ� UDWLR� FUHDWHV� D� VDYLQJV
ERRP��7KH�RYHUDOO�SDWWHUQ�RI�VDYLQJ�DQG�LQYHVWPHQW�LV�VXPPDUL]HG�LQ�7DEOH���IRU�WKUHH
$VLDQ�UHJLRQV�RYHU�WKH�SHULRG�IURP�WKH�ODWH�����V�WR�WKH�ODWH�����V��7KH�DXWKRUV�JR�RQ
WR� HVWLPDWH� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� FKDQJLQJ� SRSXODWLRQ� DJH� GLVWULEXWLRQ� DQG
GHYLDWLRQV�LQ�WKH�VDYLQJ�UDWH�DURXQG�WKH�PHDQ�IRU�WKH�\HDUV����������7KH\�ILQG�WKDW�(DVW
$VLD
V�VDYLQJ�UDWH�ZDV�����SHUFHQWDJH�SRLQWV�RI�*'3�DERYH�LWV�PHDQ���������FRPSDUHG
ZLWK������EHORZ�WKH�PHDQ����������)RU�6RXWKHDVW�$VLD�WKH�FKDQJHV�DUH������DQG������
UHVSHFWLYHO\��ZKHUHDV�IRU�ODJJLQJ�6RXWK�$VLD�WKH�ILJXUHV�DUH�IDU�PRUH�PRGHVW��7XUQLQJ�WR
LQYHVWPHQW��WKH�QHW�LQFUHDVH�EHWZHHQ�WURXJK�DQG�SHDN�LV�ORZHU�EXW�VWLOO�D�VL]HDEOH�����
GLIIHUHQFH�IRU�(DVW�$VLD�EHWZHHQ�WKH�ODWH�����V�DQG�HDUO\�����V�

TABLE 3

SAVINGS, INVESTMENT AND NET CAPITAL FLOWS, THREE ASIAN REGIONS (% GDP)

Regions Savings Investment Current account gap

East Asia
1955-59 13.9 18.8 -4.9
1965-69 24.0 25.1 -3.4
1975-79 29.7 30.0 -0.7
1985-89 34.0 28.3 5.3
SE Asia
1955-59 15.5 14.1 1.4
1965-69 16.2 19.0 -2.8
1975-79 26.8 29.7 -2.9
1985-89 28.3 28.2 0.1
South Asia
1955-59 10.4 12.8 -3.2
1965-69 9.5 13.4 -5.9
1975-79 11.0 16.4 -5.4
1985-89 10.0 18.8 -8.2

Source: Higgins and Williamson (1997), 267.

+LJJLQV� DQG� :LOOLDPVRQ� ������� DOVR� H[DPLQH� WKH� OLQN� EHWZHHQ� IRUHLJQ� FDSLWDO
GHSHQGHQFH�DQG�WKH�GHPRJUDSKLF�F\FOH��7KH\�ILQG�WKDW�IRU�FRXQWULHV�VXFK�DV�6LQJDSRUH
DQG�7DLZDQ��WKH�FKDQJH�LQ�WKH�SRSXODWLRQ�GHSHQGHQF\�UDWLR�DFFRXQWHG�IRU�VRPH�������
RI� WKH�FKDQJH� LQ� WKH�GHSHQGHQFH�RI� WKRVH�FRXQWULHV�XSRQ� IRUHLJQ�VDYLQJ�� ,QWHUHVWLQJO\�
WKH�GHPRJUDSKLF� HIIHFWV� DUH�PXFK�PRUH�PRGHVW� LQ� IRXU� UHVRXUFH�ULFK�6RXWKHDVW�$VLDQ
HFRQRPLHV��0DOD\VLD��7KDLODQG��,QGRQHVLD�DQG�WKH�3KLOLSSLQHV��ZKHUH�WKH�HIIHFW�ZDV�KDOI
RU�OHVV�RI�WKH�LPSDFW�LQ�WKH�FDVH�RI�UHVRXUFH�GHILFLHQW�7DLZDQ��+LJJLQV�DQG�:LOOLDPVRQ
������� DWWULEXWH� WKH� ORQJHU� SHULRG� RI� GHSHQGHQFH� RQ� IRUHLJQ� FDSLWDO� WR� 
YLJRURXV
LQYHVWPHQW� ERRPV
� EHLQJ� WULJJHUHG� LQ� WKRVH� FRXQWULHV�� +RZHYHU�� H[SHULHQFH� LQ� RWKHU
UHVRXUFH�ULFK� UHJLRQV� VXJJHVWV� WKDW� WKH� UHVRXUFH� HQGRZPHQW� PD\� KDYH� EHHQ� DW� ZRUN
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WKURXJK�D�VORZHU�SDVVDJH�WKURXJK�WKH�GHPRJUDSKLF�F\FOH�DQG�WKH�PRUH�FDSLWDO�LQWHQVLYH
QDWXUH�RI�LQGXVWULDO�GHYHORSPHQW�LQ�VXFK�FRXQWULHV��$XW\�������

,Q�FRQWUDVW�WR�(DVW�$VLD�� WKH�UHVRXUFH�ULFK�FRXQWULHV�RI�/DWLQ�$PHULFD�DQG�VXE�6DKDUDQ
$IULFD� H[SHULHQFHG� D� UHODWLYHO\� VORZ� WUDQVLWLRQ� WKURXJK� WKH� GHPRJUDSKLF� F\FOH�
0RUHRYHU��WKHLU�VDYLQJ�UDWHV�HLWKHU�IODWWHQHG�RXW�DW�D�UHODWLYH�ORZ�OHYHO��DURXQG�����RI
*'3� LQ� WKH� FDVH�RI�/DWLQ�$PHULFD� �(GZDUGV��������� RU� HOVH� FROODSVHG��$OWKRXJK� WKH\
FRXOG� LQLWLDOO\� DXJPHQW� LQYHVWPHQW� E\� IRUHLJQ� VDYLQJ�� WKH� DJJUHJDWH� LQYHVWPHQW� UDWH
�����RI�*'3����������VWLOO�UHPDLQHG�ORZHU�WKDQ�LQ�(DVW�$VLD��:RUVH��WKH�HIILFLHQF\�RI
FDSLWDO� GHSOR\PHQW� GHWHULRUDWHG� DQG� UHVXOWHG� LQ� VHYHUH� GHEW� VHUYLFH� SUREOHPV� ZKHQ
LQWHUQDWLRQDO�LQWHUHVW�UDWHV�WXUQHG�SRVLWLYH�LQ�WKH�HDUO\�����V��)RU�WKLV�UHDVRQ��/DO�������
JRHV� VR� IDU� DV� WR� DUJXH� WKDW� WKH� HIILFLHQF\� RI� LQYHVWPHQW� KDV� EHHQ� D� PRUH� LPSRUWDQW
GHWHUPLQDQW�RI�HFRQRPLF�JURZWK�WKDQ�KDV�LWV�PDJQLWXGH�

7KH�EHQHILFLDO�HIIHFW�RI�D�FRPSUHVVHG�GHPRJUDSKLF�F\FOH�RQ�HFRQRPLF�JURZWK�PD\�EH
IXUWKHU� FRPSRXQGHG� DV� D� UHVXOW� RI� D� YLUWXRXV� FLUFOH� EHWZHHQ� HFRQRPLF� JURZWK� DQG
SULYDWH�VDYLQJV��DFFRUGLQJ�WR�D�FRPSDUDWLYH�VWXG\�RI�VDYLQJV�LQ�/DWLQ�$PHULFD�DQG�(DVW
$VLD� E\� (GZDUGV� �������� (GZDUGV� DUJXHV� WKDW� KLJKHU� JURZWK� LQFUHDVHV� GLVSRVDEOH
LQFRPH� DQG� HQFRXUDJHV� VDYLQJ�� ZKLFK� LQ� WXUQV� HQKDQFHV� FDSLWDO� DFFXPXODWLRQ� DQG
VSHHGV�JURZWK��7KLV� LV� FRQVLVWHQW�ZLWK� RWKHU� UHFHQW�ZRUN� LQ� WKLV� ILHOG�� VXFK� DV� WKDW� RI
6WLJOLW]� DQG� 8\� �������� 7KH� ORZHU� VDYLQJ� DQG� LQYHVWPHQW� UDWHV� RI� WKH� UHVRXUFH�ULFK
UHJLRQV� RXWVLGH� 6RXWKHDVW� $VLD� DSSHDU� WR� UHVXOW�� LQ� SDUW�� IURP� WKH� VORZHU� SDFH� RI� WKH
GHPRJUDSKLF� WUDQVLWLRQ� LQ� WKRVH� FRXQWULHV� DQG� SDUWO\� IURP� SROLF\� HUURU�� DV� GLVFXVVHG
EHORZ�� +RZHYHU�� DOWKRXJK� PRVW� SULPDU\� SURGXFW� H[SRUWHUV� GLG� H[SHULHQFH� JURZWK
FROODSVHV��LW�KDV�DOUHDG\�EHHQ�QRWHG�WKDW�D�KDQGIXO�RI�VXFK�FRXQWULHV�GLG�QRW��6HYHUDO�RI
WKHVH�DQRPDORXV�UHVRXUFH�ULFK�HFRQRPLHV��EXW�E\�QR�PHDQV�DOO��DUH�LQ�(DVW�$VLD��7KHLU
H[SHULHQFH� VKRZV� WKDW� D� JURZWK� FROODSVH� LV� QRW� LQHYLWDEOH� IRU� D� UHVRXUFH�ULFK� FRXQWU\
EHFDXVH�SROLF\�PDWWHUV��7KH�QH[W�VHFWLRQ�EULHIO\�UHYLHZV�WKH�QDWXUH�RI�WKH�SROLF\�IDLOXUH
LQ�UHVRXUFH�DEXQGDQW�FRXQWULHV�DQG�ILQGV�WKDW� LW� LV�VWURQJO\�OLQNHG�WR� WKH�FORVXUH�RI� WKH
HFRQRP\�

����3ROLF\�HUURU�LQ�UHVRXUFH�ULFK�FRXQWULHV

6DFKV�DQG�:DUQHU������E��H[DPLQH�WKH�HIIHFW�RI�SROLF\�HUURU��XVLQJ�WUDGH�RSHQQHVV�DV�D
SUR[\� IRU� WKH�GHJUHH�RI� VWDWH� LQWHUYHQWLRQ��7KH\�QRWH�D�8�VKDSHG� UHODWLRQVKLS�EHWZHHQ
WUDGH� SROLF\� DQG� QDWXUDO� UHVRXUFH� GHSHQGHQFH��$V� SULPDU\� SURGXFW� H[SRUW� GHSHQGHQFH
LQFUHDVHV�� WUDGH� SROLF\� ILUVW� FORVHV� EXW� WKHQ� RSHQV� DJDLQ� DW� KLJKHU� OHYHOV� RI� UHVRXUFH
GHSHQGHQFH� �WKH� WURXJK� RI� WKH� 8�VKDSH� RFFXUV� ZKHUH� SULPDU\� H[SRUWV� UHDFK� ���� RI
*'3�� ZLWK� PRVW� /'&V� EHORZ� WKLV� OHYHO��� 6DFKV� DQG� :DUQHU� DWWULEXWH� WKLV� 8�VKDSHG
HIIHFW� WR� IHDU� RI� 'XWFK� 'LVHDVH� E\� WKH� JRYHUQPHQWV� RI� UHVRXUFH�ULFK� FRXQWULHV�� 7KH\
K\SRWKHVLVH�WKDW�WKLV�IHDU� OHDGV�WR�VWURQJHU�SURWHFWLRQLVW�SROLFLHV� LQ�RUGHU� WR�VXVWDLQ�WKH
IOHGJOLQJ�PDQXIDFWXULQJ�VHFWRU��,QWHUHVWLQJO\��WKH�GRZQVZLQJ�RI�WKH�8�VKDSH�UHIOHFWV�WKH
GRPLQDQFH�RI�WKDW�VHFWLRQ�RI�WKH�FXUYH�E\�WKRVH�RLO�H[SRUWHUV�ZLWK�ODUJH�PLQHUDO�UHVHUYHV
WKDW�ODFN�DQ�LQFHQWLYH�WR�GLYHUVLI\�DZD\�IURP�GHSHQGHQFH�RQ�D�GHSOHWLQJ�PLQHUDO�DVVHW�
7KLV�PD\�H[SODLQ�WKH�VXFFHVV�RI�&RQJR�DQG�DOVR�RI�%RWVZDQD��ZKRVH�UHQW�ULFK�GLDPRQGV
KDYH� JLYHQ� WKDW� FRXQWU\� PDQ\� RI� WKH� FKDUDFWHULVWLFV� RI� DQ� RLO�H[SRUWHU�� EXW� ZLWK� WKH
DGGHG�ERQXV�RI�OHVV�YRODWLOLW\�LQ�UHYHQXHV�
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/DO� ������� DQDO\]HV� SROLF\� HIIHFWV� RQ� WKH� ORQJ�WHUP� JURZWK� WUDMHFWRU\� RI� UHVRXUFH�
GHILFLHQW� DQG� UHVRXUFH�ULFK� FRXQWULHV��'UDZLQJ� RQ� WZHQW\�RQH� FRXQWULHV�� KH� ILQGV� WKDW
ZKHUHDV� HLJKW� RXW� RI� WHQ� ODQG�DEXQGDQW� FRXQWULHV� SXUVXHG� SROLFLHV� WKDW� OHG� WR� JURZWK
FROODSVHV� �WKH� H[FHSWLRQV� DUH� 0DOD\VLD� DQG� 7KDLODQG��� RQO\� WKUHH� RXW� RI� HLJKW
LQWHUPHGLDWH� FRXQWULHV� GLG� VR�� DQG� DOO� WKUHH� ODERXU�DEXQGDQW� �L�H�� UHVRXUFH�GHILFLHQW�
FRXQWULHV� PDLQWDLQHG� UDSLG� JURZWK�� /DO� FRQFOXGHV� WKDW� WKH� ODERXU�DEXQGDQW� FRXQWULHV
IROORZ�WKH�HDVLHVW�GHYHORSPHQW�WUDMHFWRU\��
)RU�WKHP�WKH�VWDQGDUG�SROLF\�SUHVFULSWLRQ�RI
WKH�WZR�IDFWRU�+HFNVFKHU�2KOLQ�PRGHO�RI�LQLWLDOO\�GHYHORSLQJ�ODERXU�LQWHQVLYH�LQGXVWULHV
DQG�WKHQ�PRYLQJ�XS� WKH� ODGGHU�RI�FRPSDUDWLYH�DGYDQWDJH� LV�HDV\� WR� IROORZ
� �/DO������
������ 7KH� UHVRXUFH�GHILFLHQW� FRXQWU\� IROORZV� D� GLVWLQFWLYHO\� VHTXHQFHG� SDWWHUQ� RI
LQGXVWULDOL]DWLRQ�WKDW�EHJLQV�ZLWK�UHIRUP�LQ�IDYRXU�RI�RXWZDUG�RULHQWHG�SROLFLHV��7KLV�LV
EHFDXVH��LI�WKH�GRPHVWLF�PDUNHW�RI�WKH�UHVRXUFH�GHILFLHQW�FRXQWU\�LV�VPDOO��WKHQ�UHOLDQFH
RQ�WUDGH�LV�LQHYLWDEOH�VR�WKDW�SROLWLFDO�RSSRVLWLRQ�WR�WUDGH�SROLF\�UHIRUP�LV�ZHDNHU��6XFK
RSSRVLWLRQ�WR�UHIRUP�LV�ZHDNHQHG�LQ�DQ\�FDVH��EHFDXVH�RI� WKH�ORZHU�OHYHO�RI�SHU�FDSLWD
LQFRPH�DW�ZKLFK�FRPSHWLWLYH�PDQXIDFWXULQJ�WDNHV�RII�LQ�WKH�UHVRXUFH�GHILFLHQW�FRXQWULHV�
%DVLFDOO\�� WKH� VSDUWDQ� QDWXUDO� UHVRXUFH� HQGRZPHQW� RI� UHVRXUFH�GHILFLHQW� FRXQWULHV
FRQVWUDLQV� SROLF\� FKRLFH�� HQFRXUDJHV� DQ� HDUO\� FRQFHUQ� IRU� WKH� HIILFLHQW� DOORFDWLRQ� RI
UHVRXUFHV�DQG�SURYLGHV�OHVV�VFRSH�IRU�FXPXODWLYH�SROLF\�HUURU��$XW\�����D��

7KH� ODQG�DEXQGDQW� FRXQWU\� IDFHV� D� PRUH� GLIILFXOW� GHYHORSPHQW� WUDMHFWRU\�� $� ORQJHU
LQLWLDO�GHSHQGHQFH�RQ�SULPDU\�SURGXFW�H[SRUWV�JLYHV�D�KLJKHU�VXSSO\�SULFH�RI�ODERXU�WKDQ
LQ�WKH�UHVRXUFH�GHILFLHQW�FRXQWU\�DW�D�VLPLODU�OHYHO�RI�SHU�FDSLWD�LQFRPH��$V�D�UHVXOW��WKH
UHVRXUFH�ULFK� FRXQWU\� VNLSV� WKH� VWDJH� RI� ODERXU�LQWHQVLYH� PDQXIDFWXUHG� H[SRUWV� DQG
PRYHV�LQWR�KHDY\�DQG�FDSLWDO�LQWHQVLYH�LQGXVWU\��+&,���+&,�KDV�LQYDULDEO\�EHHQ�VORZ�WR
PDWXUH� VR� WKDW� WKH� SULPDU\� VHFWRU�� HYHQ� DV� LW� VKULQNV� LQ� UHODWLYH� VL]H�� PXVW� SURYLGH
IRUHLJQ�H[FKDQJH�DQG�WUDQVIHUV�WKDW�EHFRPH�LQFUHDVLQJO\�EXUGHQVRPH��$XW\��������)RU
WKH�UHDVRQV�JLYHQ�LQ�6HFWLRQ������FDSLWDO�LV�OLNHO\�WR�DFFXPXODWH�WRR�VORZO\�YLV�j�YLV�WKH
JURZWK�LQ�WKH�ODERXU�IRUFH��<HW�IRUHLJQ�ERUURZLQJ�LV�OLNHO\�WR�SURYH�GLIILFXOW�WR�VHUYLFH�LQ
WKH�SUHVHQFH�RI�VORZ�PDWXUDWLRQ�UDWHV�LQ�PDQXIDFWXULQJ��7KLV�WHPSWV�WKH�JRYHUQPHQWV�RI
UHVRXUFH�ULFK�FRXQWULHV�WR�VHHN�WR�
JURZ
�RXW�RI�WKHLU�GLIILFXOW\�E\�HQJLQHHULQJ�D�SRSXOLVW
ERRP� RU� D� VWDWH� FR�RUGLQDWHG� %LJ� 3XVK�� %XW� WKH� H[SDQVLRQ� RXWVWULSV� WKH� GRPHVWLF
DEVRUSWLYH�FDSDFLW\�DQG�WULJJHUV�LQIODWLRQ��ILVFDO�UHSUHVVLRQ�DQG�D�JURZWK�FROODSVH��6DFKV
������ $XW\� ������� $� SHULRG� RI� GHFOLQLQJ� UHDO� ZDJHV� LV� WKHUHIRUH� UHTXLUHG� WR� UHVWRUH
JURZWK�� EXW� WKDW� HOLFLWV� VWURQJ� SROLWLFDO� RSSRVLWLRQ�� 0HDQZKLOH�� JURZWK� FROODSVHV� DUH
DVVRFLDWHG�ZLWK�WKH�FRUURVLRQ�RI�DOO�IRUPV�RI�FDSLWDO��LQFOXGLQJ�QDWXUDO�FDSLWDO�WR�ZKLFK
DWWHQWLRQ�QRZ�WXUQV�
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7KLV�VHFWLRQ�ILUVW�DVVHVVHV�WKH�LPSOLFDWLRQV�RI�WKUHH�GLIIHUHQW�PHDVXUHV�RI�WKH�GHSHQGHQFH
RI� DQ� HFRQRP\� RQ� QDWXUDO� FDSLWDO�� ,W� WKHQ� EULHIO\� UHYLHZV� ($5$� DQG� HYDOXDWHV� WKH
FRQWULEXWLRQ� WKDW� JUHHQ� DFFRXQWLQJ� FDQ� PDNH� WR� WKH� DFKLHYHPHQW� RI� VXVWDLQDEOH
GHYHORSPHQW��)LQDOO\��LW�DGRSWV�WKH�JHQXLQH�VDYLQJ�UDWH�DV�D�SROLF\�LQGH[�IRU�PRQLWRULQJ
WKH�VXVWDLQDELOLW\�RI�GHYHORSPHQW�

����0HDVXULQJ�WKH�LPSRUWDQFH�RI�QDWXUDO�FDSLWDO�LQ�HFRQRPLF�GHYHORSPHQW

7KUHH� PHDVXUHV� RI� WKH� UROH� RI� QDWXUDO� FDSLWDO� LQ� HFRQRPLF� GHYHORSPHQW� DUH�� WKH
HQYLURQPHQWDO� .X]QHWV� FXUYH� �(.&��� WKH� VWRFN� RI� QDWXUDO� FDSLWDO�� DQG� WKH� UHQW� IURP
QDWXUDO�FDSLWDO��7KH�(.&�VXJJHVWV�WKDW��DV�SHU�FDSLWD�LQFRPH�ULVHV��WKH�UHVRXUFH�LQWHQVLW\
RI�*'3��PHDVXUHG�SHU�������RI�SHU�FDSLWD�LQFRPH�IRU�HPLVVLRQV�RI�SROOXWDQWV��DQG�DOVR
IRU�LQSXWV�RI�PDWHULDOV�DQG�HQHUJ\��ILUVW�LQWHQVLILHV�DQG�WKHQ�GHFOLQHV��7KH�WXUQLQJ�SRLQW
DSSHDUV� WR� RFFXU� DW�PLG�LQFRPH� OHYHOV�� DOWKRXJK� WKLV� LV� QRW� WUXH� RI� DOO� HQYLURQPHQWDO
LQGLFDWRUV�VR�WKDW�LQGLYLGXDO�WXUQLQJ�SRLQWV�YDU\��*URVVPDQ��������7KH�LQLWLDO�ULVH�LQ�WKH
UHVRXUFH�LQWHQVLW\�RI�SHU�FDSLWD�*'3�LV�DWWULEXWHG�WR�WKH�EXLOG�XS�RI�WKH�LQIUDVWUXFWXUH�RI
DQ�LQGXVWULDO�VWDWH��7KH�VXEVHTXHQW�GRZQWXUQ�LQ�LQWHQVLW\�LV�EHOLHYHG�WR�UHIOHFW�D�QXPEHU
RI�IDFWRUV�WKDW�LQFOXGHV�D�VZLWFK�LQ�H[SHQGLWXUH�IURP�WKH�FRQVXPSWLRQ�RI�PDWHULDO�JRRGV
WR�WKH�FRQVXPSWLRQ�RI�VHUYLFHV�DQG�DOVR�RQJRLQJ�WHFKQRORJLFDO�FKDQJH� WKDW�HQFRXUDJHV
LQSXW� FRQVHUYDWLRQ��%XW� WKH� SULPDU\� IDFWRU� DSSHDUV� WR� EH� WKH� DGRSWLRQ� RI� SROLFLHV� WKDW
LQFRUSRUDWH�WKH�IXOO�FRVW�RI�HQYLURQPHQWDO�LQSXWV�LQWR�WKH�FRVW�RI�SURGXFWLRQ��7KH�:RUOG
%DQN� ������� KDV� HYHQ� JRQH� VR� IDU� DV� WR� VSHFXODWH� WKDW� HFRQRPLF� JURZWK� PLJKW� EH
GHFRXSOHG�IURP�GHSHQGHQFH�RQ�HQYLURQPHQWDO�UHVRXUFHV�

7KH� (.&� DOVR� KDV� D� V\VWHPDWLF� JHRJUDSKLFDO� GLPHQVLRQ� EHFDXVH� WKH� HQYLURQPHQWDO
LPSDFW�EHFRPHV�FRQFHQWUDWHG�LQ�XUEDQ�FRQXUEDWLRQV�DV�WKH�SURFHVV�RI�VWUXFWXUDO�FKDQJH
FDXVHV� WKH� UROHV� RI� ERWK� DJULFXOWXUH� DQG� HDUO\� 
UXUDO
� LQGXVWU\� �VXFK� DV� UHVRXUFH
SURFHVVLQJ��WR�GHFOLQH�LQ�UHODWLYH�LPSRUWDQFH��$XW\�����E���7KH�(.&�KDV�EHHQ�VWURQJO\
FULWLFL]HG�� KRZHYHU� �6WHUQ� HW� DO�� ������ %DUELHU� ������ 3DQD\RWRX� ������� 7KLV� LV� QRW
VXUSULVLQJ�EHFDXVH�WKH�(.&��OLNH�LWV�FRXVLQ�WKH�LQFRPH�FXUYH��LV�DQ�DUWHIDFW�RI�D�VSHFLILF
WLPH� DQG� D� VSHFLILF� FRQILJXUDWLRQ� RI� FRXQWULHV��0RUH� SUHFLVHO\�� WKH� GHYHORSHG�PDUNHW
HFRQRPLHV� �'0(V�� DGRSWHG� SROOXWLRQ� DEDWHPHQW� PHDVXUHV� IURP� WKH� HDUO\�����V�
ZKHUHDV� PDQ\� /'&V� ODFNHG� WKH� DGPLQLVWUDWLYH� FDSDFLW\� DQG� SROLWLFDO� ZLOO� WR� GR� VR
�+HWWLJH� HW� DO�� ������ $IVDK� HW� DO�� ������� 7KHUH� LV� QRZ� HYLGHQFH�� KRZHYHU�� WKDW� WKH
ODJJLQJ�GHYHORSLQJ�FRXQWULHV�PD\�FDWFK�XS�IDLUO\�UDSLGO\�VR�WKDW�WKH�WXUQLQJ�SRLQW�RI�WKH
(.&�PD\�RFFXU�DW�VWHDGLO\�ORZHU�OHYHOV�RI�SHU�FDSLWD�LQFRPH�LQ�WKH�IXWXUH��)RU�H[DPSOH�
WUDGH�OLEHUDOL]DWLRQ�LV�IRUFLQJ�HPLVVLRQ�DEDWHPHQW�LQ�PDQ\�/'&V�DV�D�UHVXOW�RI�SUHVVXUH
IURP� ERWK� LQGXVWULDO� FRXQWU\� ILQDQFLHUV� DQG� FRQVXPHUV� ZKR� LQFUHDVLQJO\� GHPDQG� WKDW
VXSSOLHUV� DGRSW� VWDWH�RI�WKH�DUW� WHFKQRORJ\� WKDW� ZKLFK� HPERGLHV� LQGXVWULDO� FRXQWU\
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DEDWHPHQW� VWDQGDUGV��7KH� VWURQJ� VHQVLWLYLW\�RI� WKH�(.&� WR� SROLF\� YDULDEOHV� �0RRPDZ
DQG�8QUXK�������9LQFHQW������� LPSOLHV� WKDW� LQ� WKH� FRPLQJ�GHFDGHV� LWV� VKDSH�PD\�EH
H[SHFWHG�WR�IODWWHQ�DQG�VKLIW�WR�WKH�OHIW��)RU�WKH�SUHVHQW��KRZHYHU��WKH�(.&�VXJJHVWV�WKDW
WKH� LQWHQVLW\� RI� QDWXUDO� UHVRXUFH� FRQVXPSWLRQ� LV� OLNHO\� WR� ULVH� ZLWK� ULVLQJ� SHU� FDSLWD
LQFRPH�XQWLO�PLG�LQFRPH�OHYHOV�DUH�UHDFKHG�

$� VHFRQG� PHDVXUH� RI� WKH� LPSRUWDQFH� RI� QDWXUDO� FDSLWDO� LQ� HFRQRPLF� GHYHORSPHQW� LV
SURYLGHG� E\� WKH� YDOXDWLRQ� RI� QDWXUDO� FDSLWDO� DV� D� VWRFN� RI� ZHDOWK� �7DEOH� ���� 5HFHQW
UHVHDUFK�XQGHUWDNHQ�E\�WKH�:RUOG�%DQN�������DQG�����D��XVHV�GDWD�IRU�WKH�HDUO\�����V
WR�FRPSDUH�WKH�VKDUH�RI�QDWXUDO�FDSLWDO�LQ�SHU�FDSLWD�ZHDOWK�ZLWK�WKDW�RI�SURGXFHG�FDSLWDO
DQG�KXPDQ�FDSLWDO��7KH�DVVHW�YDOXH�RI�WKH�QDWXUDO�FDSLWDO��VXFK�DV�FURSODQG�DQG�PLQHUDOV�
LV� PHDVXUHG� DV� WKH� VWUHDP� RI� FRPPRGLW\� RXWSXWV� WKDW� LV� JHQHUDWHG� IURP� WKH� QDWXUDO
UHVRXUFH�� YDOXHG� DW� ZRUOG� SULFHV� DQG� GLVFRXQWHG� DW� ��� RYHU� WKH� OLIHWLPH� RI� WKH
ZRUNIRUFH�� 7KH� UHVXOWV� VKRZ� WKDW�� LQ� DEVROXWH� WHUPV�� WKH� SHU� FDSLWD� YDOXH� RI� QDWXUDO
FDSLWDO�WHQGV�WR�EH�KLJKHU�LQ�WKH�KLJK�LQFRPH�FRXQWULHV��+RZHYHU��7DEOH���VXJJHVWV�WKDW
WKH� UHODWLYH� LPSRUWDQFH� RI� QDWXUDO� FDSLWDO� FRPSDUHG� ZLWK� RWKHU� IRUPV� RI� FDSLWDO� LV
QHJDWLYHO\� FRUUHODWHG� ZLWK� SHU� FDSLWD� LQFRPH�� )RU� H[DPSOH�� QDWXUDO� FDSLWDO� FRPSULVHV
EDUHO\����RI�WRWDO�FDSLWDO�HPSOR\HG�LQ�:HVWHUQ�(XURSH�DQG�WKH�3DFLILF�2(&'��DQG�RQO\
���LQ�µUHVRXUFH�ULFK¶�1RUWK�$PHULFD��%\�FRPSDULVRQ�� WKH�/'&�ILJXUHV� UDQJH�XSZDUGV
IURP� DURXQG� ����� LQ� 1RUWK� $IULFD� DQG� &HQWUDO� $PHULFD� WR� MXVW� RYHU� ���� LQ� :HVW
$IULFD��ZLWK�DQ�RXWOLHU�RI�����IRU�WKH�RLO�ULFK�0LGGOH�(DVW�

TABLE 4

PER CAPITA WEALTH, BY MAJOR GLOBAL REGION 1994

Region
Total wealth

($ per capita) (%)

Human
resources

(%)
Produced assets

(%) Natural capital

North America 326,000 76 19  5
Pacific OECD 302,000 68 30  2
Western Europe 237,000 74 23  2
Middle East 150,000 43 18 39
South America  95,000 74 17  9
North Africa  55,000 69 26  5
Central America  52,000 79 15  6
Caribbean  48,000 69 21 11
East Asia  47,000 77 15  8
East + Southern Africa  30,000 66 25 10
West Africa  22,000 60 18 21
South Asia  22,000 65 19 16

Source: World Bank (1998a).

7KH�ZHDOWK� HVWLPDWHV� VXJJHVW� WKDW� QDWXUDO� FDSLWDO� KDV� JUHDWHU� LPSRUWDQFH� LQ� WKH� /'&V
WKDQ� LQ� WKH�'0(V��DOEHLW� OHVV� WKDQ�PLJKW� LQWXLWLYHO\�EH�H[SHFWHG��+RZHYHU�� WKH�:RUOG
%DQN� HVWLPDWHV� RI� QDWXUDO� FDSLWDO� SUREDEO\� HUU� RQ� WKH� ORZ� VLGH� GXH� WR� SUREOHPV� LQ
YDOXLQJ�WKH�
LQWDQJLEOHV
�RI�HQYLURQPHQWDO�VHUYLFHV��DV�LQ�WKH�FDVH�RI�IRUHVWV��IRU�H[DPSOH�
0RUH�LPSRUWDQWO\�IRU�WKH�SXUSRVH�RI�WKLV�UHVHDUFK�SURMHFW��HYHQ�LI�QDWXUDO�FDSLWDO�DVVHWV
FRQWULEXWH� FRQVLGHUDEO\� OHVV� WR� WKH� JHQHUDWLRQ� RI� HFRQRPLF� JURZWK� WKDQ� KXPDQ
FDSLWDO��6HFWLRQ�,,�VXJJHVWV�WKDW�QDWXUDO�FDSLWDO�SOD\V�D�FHQWUDO�UROH� LQ�JXLGLQJ�WKH
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GHYHORSPHQW� WUDMHFWRU\� DQG� LQ� FRQGLWLRQLQJ� WKH� HIILFLHQF\� ZLWK� ZKLFK� ERWK
SURGXFHG� DQG� KXPDQ� FDSLWDO� DUH� GHSOR\HG�� 7KLV� LV� HVSHFLDOO\� WKH� FDVH� DW� ORZHU
LQFRPH�OHYHOV��0RUHRYHU��JURZWK�LQ�PDQ\�VPDOOHU�UHVRXUFH�ULFK�FRXQWULHV�VHHPV�WR�KDYH
EHFRPH�HQYLURQPHQWDOO\�XQVXVWDLQDEOH�VLQFH�WKH�PLG�����V��$WNLQVRQ�HW�DO��������

$� WKLUG� PHDVXUH� RI� WKH� LPSRUWDQFH� RI� QDWXUDO� FDSLWDO� LQ� HFRQRPLF� GHYHORSPHQW� LV
SURYLGHG�E\�WKH�QDWXUDO�UHVRXUFH�UHQW��7KH�UHQW�LV�GHILQHG�DV�WKH�UHVLGXDO�DIWHU�GHGXFWLQJ
IURP�WRWDO�UHYHQXH�DOO�FRVWV�RI�SURGXFWLRQ��LQFOXGLQJ�D�ULVN�UHODWHG�UHWXUQ�RQ�FDSLWDO��$Q
HDUO\�DWWHPSW�WR�PHDVXUH�WKH�FRQWULEXWLRQ�RI�QDWXUDO�UHVRXUFHV�WR�HFRQRPLF�GHYHORSPHQW
E\�3HDUVRQ� DQG�&RZQLH� ������� XVHG� D� FRPELQDWLRQ� RI� UHQWV� DQG� 
QHW� H[WHUQDO� HIIHFWV
�
7KH� QHW� H[WHUQDO� HIIHFWV� WHUP� ZDV� GHVLJQHG� WR� SLFN� XS� WKH� PXOWLSOLHU� HIIHFWV� RI
FRPPRGLW\�H[SRUWV��7KH�VWXG\�HVWLPDWHV�WKH�QHW�VRFLDO�JDLQ�FRHIILFLHQW��16*��ZKLFK�LW
GHILQHV� DV� WKH� WRWDO� YDOXH� RI� FRPPRGLWLHV�PLQXV� WKH� YDOXH� RI� LQWHUPHGLDWH� LQSXWV� DQG
RWKHU� IDFWRUV� XVHG� DV� LQSXWV�� SOXV� WKH� QHW� H[WHUQDO� HIIHFWV�� ,W� GRHV� VR� IRU� FRPPRGLW\�
H[SRUWLQJ� FRXQWULHV� LQ� VXE�6DKDUDQ� $IULFD�� 7KH� FDOFXODWLRQ� RI� WKH� 16*� FRHIILFLHQW
HQWDLOV��ILUVW��PDNLQJ�DQ�HVWLPDWH�RI�ZRUOG�SULFHV�IRU�IDFWRU�LQSXWV�LQ�RUGHU�WR�HVWLPDWH�WKH
WUXH�UHQW��VHFRQG�PHDVXULQJ�WKH�SURGXFWLYH�OLQNDJHV�DQG�WHFKQRORJLFDO�VSLOORYHU�HIIHFWV�
DQG� WKLUG� FDOFXODWLQJ� WKH� PXOWLSOLHU� IURP� ILVFDO� DQG� ILQDO� GHPDQG� OLQNDJHV�
8QIRUWXQDWHO\��WKH�16*�FRHIILFLHQW�KDV�SURYHG�GLIILFXOW�WR�FDOFXODWH�DQG�WKH�FDVH�VWXG\
FRQWULEXWRUV�ZHUH�XQDEOH�WR�IXUQLVK�GLUHFWO\�FRPSDUDEOH�PHDVXUHV�

2WKHU�VWXGLHV��QRWDEO\�*HOE�DQG�$VVRFLDWHV���������KDYH�EHHQ�VRPHZKDW�OHVV�DPELWLRXV�
EXW�PRUH�VXFFHVVIXO��E\�IRFXVLQJ�RQ�WKH�PHDVXUHPHQW�RI�WKH�QDWXUDO�UHVRXUFH�UHQWV�DQG
WKHLU�GHSOR\PHQW��*HOE�DQG�$VVRFLDWHV�PHDVXUH�WKH�LPSDFW�RI�WKH�RLO�VKRFNV�RQ�WKH�VFDOH
RI�WKH�RLO�UHQWV��QRWLQJ�ERWK�SULFH�DQG�YROXPH�HIIHFWV��$�FRXQWHU�IDFWXDO�LV�WKHQ�GHYLVHG�
EDVHG� XSRQ� H[WUDSRODWLRQ� RI� WKH� SUH�VKRFN� WUHQGV� LQ� HFRQRPLF� JURZWK� DQG� VWUXFWXUDO
FKDQJH�� 7KH� GLYHUJHQFH� EHWZHHQ� WKH� SUH�VKRFN� WUHQG� DQG� WKH� DFWXDO� WUHQG� LQ� WKHVH
LQGLFDWRUV� LV� DWWULEXWHG� WR� WKH� LPSDFW� RI� WKH� RLO� UHQWV�� 7KLV� DVVXPSWLRQ� LV� QRW
XQUHDVRQDEOH��JLYHQ� WKH�UHODWLYHO\�VKRUW�GXUDWLRQ�RI� WKH� VKRFNV� ���������DQG���������
DQG� WKH� VFDOH� RI� WKH� UHQW� FKDQJHV�� 7KH� RLO� UHQWV� UDQJH� IURP� D� ORZ� RI� ������ RI� QRQ�
PLQLQJ�*'3�LQ�WKH�FDVH�RI�9HQH]XHOD�WR�PRUH�WKDQ�RQH�WKLUG�RI�QRQ�PLQLQJ�*'3�LQ�WKH
FDVH�RI�7ULQLGDG�DQG�7REDJR�

9LQFHQW� DQG�$OL� ������� UHFHQWO\� FDOFXODWHG� UHQWV� IRU�0DOD\VLD�� IRU� WKH� \HDUV� ��������
7KH� DXWKRUV� FDOFXODWH� WKDW�� UHODWLYH� WR� WRWDO� LQYHVWPHQW�� WKH� UHQW� VWUHDP� ZDV� IDLUO\
FRQVLVWHQW�RYHU�WKH�HQWLUH�SHULRG��GHVSLWH�IOXFWXDWLRQV�LQ�FRPPRGLW\�SULFHV�DQG�WKH�ORQJ�
WHUP�GHFOLQH�LQ�WKH�VKDUH�RI�WKH�SULPDU\�VHFWRU�LQ�*'3��%DVLFDOO\��KLJKHU�PLQHUDO�UHQWV
GXULQJ� WKH� VHFRQG� GHFDGH� RIIVHW� D� VORZ� GHFOLQH� LQ� UHQWV� IURP� WLPEHU�� 2YHUDOO�� WKH
FRQWULEXWLRQ� RI� WKH� UHVRXUFH� UHQWV� ZDV� FRQVLVWHQWO\� DURXQG� RQH�WKLUG� RI� WKH� WRWDO
LQYHVWPHQW�� GHVSLWH� WKH� IDFW� WKDW� LQYHVWPHQW� LQFUHDVHG� LWV� VKDUH� RI� *'3�� 0RUH
VSHFLILFDOO\�� WRWDO� LQYHVWPHQW� URVH� IURP�����RI�*'3� WR�����EHWZHHQ������DQG�����
�6DOOHK�DQG�0H\DQDWKDQ��������DQG�WKH�UHVRXUFH�UHQWV�FRQWULEXWHG�EHWZHHQ���DQG����RI
*'3�DQQXDOO\��D�VL]HDEOH�ERQXV�LI�GHSOR\HG�HIIHFWLYHO\�
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����$FFRXQWLQJ�IRU�WKH�FRQVXPSWLRQ�RI�QDWXUDO�DQG�HQYLURQPHQWDO�UHVRXUFHV

($5$� FDQ� KHOS� WR� JDXJH� WKH� HQYLURQPHQWDO� VXVWDLQDELOLW\� RI� GHYHORSPHQW� DQG� WKH
HIIHFWLYHQHVV� RI� WKH� GHSOR\PHQW� RI� UHVRXUFH� UHQWV�� ,W� SURFHHGV� E\� GHGXFWLQJ� QDWXUDO
FDSLWDO�FRQVXPSWLRQ�IURP�WKH�113�LQ�D� WZR�VWDJH�SURFHVV� �YDQ�7RQJHUHQ�HW�DO��������
)LUVW�� WKH� GHSOHWLRQ� RI� ILQLWH� QDWXUDO� FDSLWDO�� VXFK� DV�PLQHUDOV� DQG� IRUHVWV� WKDW� DUH� QRW
UHSODQWHG�� LV� VXEWUDFWHG�� 6HFRQG�� WKH� FRVW� RI� WKH� GDPDJH� FDXVHG� WR� HQYLURQPHQWDO
VHUYLFHV� E\� HFRQRPLF� DFWLYLW\� LV� GHGXFWHG�� 7DNLQJ� QDWXUDO� FDSLWDO� GHSOHWLRQ� ILUVW�� WKH
GHSOHWLRQ�FRHIILFLHQW�LV�UHODWHG�WR�WKH�UHQW��8QIRUWXQDWHO\��WKHUH�DUH�GLIIHULQJ�SURFHGXUHV
IRU�FDOFXODWLQJ�WKH�GHSOHWLRQ�FRHIILFLHQW�DQG�QR�FRQVHQVXV�\HW�H[LVWV��0DQ\�UHVHDUFKHUV
IROORZ�5HSHWWR�HW�DO���������ZKR�XVH�WKH�QHW�SULFH�PHWKRG�ZKLFK�DVVLJQV�WKH�HQWLUH�UHQW
WR�GHSOHWLRQ��7KLV�LV�WKH�DSSURDFK�DGRSWHG�E\�WKH�:RUOG�%DQN��������VR�WKDW�WKH�ILJXUHV
LQ�7DEOH��� FDUU\� D�ELDV� WRZDUGV�RYHU�YDOXLQJ�PLQHUDO� FDSLWDO� �VHH�EHORZ��� DOWKRXJK� LWV
HIIHFW� RQ� WKH� EURDGHU� SLFWXUH� RI� QDWXUDO� FDSLWDO� LV� UHGXFHG� E\� WKH� IDFW� WKDW� DJULFXOWXUDO
ODQG�GRPLQDQWV�QDWXUDO�FDSLWDO�ZHDOWK�LQ�ORZ�LQFRPH�FRXQWULHV��W\SLFDOO\�DFFRXQWLQJ�IRU
IRXU�ILIWKV�RI�WKH�WRWDO�

7KH� GHSOHWLRQ� FRHIILFLHQW� SUHIHUUHG� KHUH� LV� WKH� XVHU� FRVW� DSSURDFK� DVVRFLDWHG�ZLWK�(O�
6HUDI\� �������EHFDXVH� LW� LV�FRQVLVWHQW�ZLWK� WKH�+LFNVLDQ� �������FRQFHSW�RI� VXVWDLQDEOH
FRQVXPSWLRQ��7KH�XVHU�FRVW�DSSURDFK�GLVWLQJXLVKHV�ZLWKLQ� WKH�UHQW�EHWZHHQ�DQ� LQFRPH
FRPSRQHQW�DQG�D�FDSLWDO�FRPSRQHQW��7KH�ODWWHU�LV�WKDW�VXP�ZKLFK��ZKHQ�VHW�DVLGH�HDFK
\HDU� DQG� LQYHVWHG�� DFFXPXODWHV� RYHU� WKH� OLIH� RI� WKH� ILQLWH� UHVRXUFH� WR� SURYLGH� LQ
SHUSHWXLW\�DQ� LQFRPH�VWUHDP�HTXLYDOHQW� WR� WKDW�GHULYHG�GXULQJ� WKH�SHULRG� LQ�ZKLFK� WKH
UHVRXUFH�ZDV�H[WUDFWHG��,Q�WKH�FDVH�RI�KDUG�PLQHUDOV��WKH�XVHU�FRVW�GHSOHWLRQ�FRHIILFLHQW
W\SLFDOO\� UDQJHV� EHWZHHQ� RQH�WKLUG� DQG� RQH�WHQWK� WKDW� RI� WKH� QHW� SULFH� FRHIILFLHQW�
+RZHYHU�� WKH� XVHU� FRVW� FRHIILFLHQW� LV� OLNHO\� WR� EH� WRR� ORZ�ZKHQ� WKH� UHVHUYHV� DUH� YHU\
ODUJH�LQ�UHODWLRQ�WR�RXWSXW��DV�LV�RIWHQ�WKH�FDVH�ZLWK�KDUG�PLQHUDOV��7KLV�LV�EHFDXVH�RI�WKH
ULVN� WKDW� WKH� QDWXUDO� UHVRXUFH� PD\� EH� PDUJLQDOL]HG� RYHU� WKH� PHGLXP�WHUP� E\� QHZ
GLVFRYHULHV��E\�WHFKQRORJLFDO�VXEVWLWXWHV�RU�E\�FKDQJLQJ�GHPDQG��&RQVHTXHQWO\��ZKHUH
WKH�UHVHUYH�WR�RXWSXW�UDWLR�LV�KLJK��WKH�GHSOHWLRQ�FRPSRQHQW�LQ�WKH�UHQW�UHTXLUHV�XSZDUG
DGMXVWPHQW�� $XW\� DQG� 0LNHVHOO� �IRUWKFRPLQJ�� DUJXH� LQ� WKH� FDVH� RI� PLQLQJ� WKDW� WKH
XSZDUG�DGMXVWPHQW�VKRXOG�WDNH�WKH�IRUP�RI�DVVXPLQJ�D�WZHQW\�\HDU�FDS�RQ�WKH�DYDLODEOH
UHVHUYHV��3URJUHVV�LQ�GHDOLQJ�ZLWK�WKH�VHFRQG�VWDJH�RI�($5$��QDPHO\�DFFRXQWLQJ�IRU�WKH
GHSOHWLRQ�RI�WKH�DVVHWV�WKDW�IXUQLVK�HQYLURQPHQWDO�VHUYLFHV��VXFK�DV�GDPDJH�WR�SROOXWLRQ
VLQNV�OLNH�ZDWHUZD\V�DQG�WKH�DWPRVSKHUH��KDV�EHHQ�HYHQ�VORZHU��7KLV�LV�EHFDXVH�WKHUH�LV
HYHQ� OHVV� FRQVHQVXV� RYHU� PHDVXUHPHQW� LQ� WKLV� FDVH�� DOWKRXJK� WKH� FRQFHSW� RI� WRWDO
HFRQRPLF� YDOXH�� DORQJ� ZLWK� PHDVXUHPHQWV� VXFK� DV� FRQWLQJHQW� YDOXDWLRQ�� KHGRQLVWLF
SULFLQJ�DQG�SROOXWLRQ�GDPDJH�FRVW�IXQFWLRQV�KDYH�EHHQ�DSSOLHG��3HDUFH�������

����*HQXLQH�VDYLQJ�DV�D�PHDVXUH�RI�VXVWDLQDEOH�GHYHORSPHQW

7KH�PHDVXUHPHQW�SUREOHPV�PDNH� LW�XQOLNHO\� WKDW�($5$�ZLOO� SURFHHG�EH\RQG�EHLQJ�D

VKDGRZ
� DSSHQGDJH� WR� WKH� 61$� �(FRQRPLVW� ������� %XW� ($5$� GRHV� SHUPLW� WKH
HVWLPDWLRQ� RI� WKH� 
JHQXLQH� VDYLQJ
� UDWH�� ZKLFK� 3HDUFH� HW� DO�� ������� DUJXH� LV� WKH� ILUVW
FXUUHQW�PHDVXUH�RI�WUHQGV�WRZDUGV�RU�DZD\�IURP�VXVWDLQDELOLW\��7KH�JHQXLQH�VDYLQJV�UDWH
LV�GHILQHG�DV�
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ZKHUH� *6  �JHQXLQH�VDYLQJ
&  �SULYDWH�FRQVXPSWLRQ
*  �JRYHUQPHQW�FRQVXPSWLRQ
'U  �GHSUHFLDWLRQ�RI�SURGXFHG�DVVHWV
'Q  �GHSOHWLRQ�RI�QDWXUDO�DVVHWV�
(  �FXUUHQW�HGXFDWLRQ�H[SHQGLWXUHV

7KH�LQFOXVLRQ�RI�FXUUHQW�H[SHQGLWXUH�RQ�HGXFDWLRQ�LV�D�ILUVW�DSSUR[LPDWLRQ�WR�PHDVXULQJ
LQYHVWPHQW� LQ� KXPDQ� FDSLWDO�� 2QFH� DJDLQ�� WKHUH� LV� QR� FRQVHQVXV� RQ� WKH� DSSURSULDWH
ILJXUH��)RU�H[DPSOH��WKH�%DQN�RI�%RWVZDQD�DVVLJQV�MXVW�RQH�WKLUG�RI�VXFK�H[SHQGLWXUH�WR
KXPDQ�FDSLWDO�IRUPDWLRQ�DQG�DOVR�LQFOXGHV�LQ�LWV�FDOFXODWLRQV�RI�JHQXLQH�VDYLQJ�D�VLPLODU
UDWLR�IRU�KHDOWK�H[SHQGLWXUH��$XW\�DQG�0LNHVHOO�IRUWKFRPLQJ��

$WNLQVRQ� HW� DO�� ������� XVH� DQ� DPHQGHG� YHUVLRQ� RI� HTXDWLRQ� ^�`�� ZKLFK� LQ� WKLV� FDVH
H[FOXGHV�DQ\�DGMXVWPHQW�IRU�HGXFDWLRQ�EXW�GRHV�DGMXVW�IRU�WKH�YDOXH�RI�&2��SROOXWLRQ�LQ
DGGLWLRQ� WR� UHVRXUFH�GHSOHWLRQ��7KH\� HVWLPDWH�JHQXLQH� VDYLQJV� IRU� WKH�SHULRG���������
DQG�WKHLU�UHVXOWV�IRU�D�UDQJH�RI�FRXQWULHV�DUH�SUHVHQWHG�LQ�7DEOH����7KH\�ILQG�WKDW�JHQXLQH
VDYLQJ�KDV�EHHQ�ODUJHO\�DEVHQW�LQ�WKH�FDVH�RI�WKH�SULPDU\�SURGXFW�H[SRUWHUV��7KH�VDPH�LV
WUXH�IRU�PDQ\�VXE�6DKDUDQ�$IULFDQ�FRXQWULHV��ZKHUH�:LQWHU�1HOVRQ��������DUJXHV� WKDW
ZKDWHYHU�JURZWK�WKH�PLQHUDO�HFRQRPLHV�H[SHULHQFHG�KDV�UHVXOWHG�IURP�QDWXUDO�UHVRXUFH
FRQVXPSWLRQ�� XQOHVV� WKHLU� UHDO� H[FKDQJH� UDWHV� HTXDWHG� GRPHVWLF� SULFHV� ZLWK� ZRUOG
SULFHV��7KH�RWKHU�JURXSV�RI�FRXQWULHV�VWXGLHG�E\�$WNLQVRQ�HW�DO���������HLWKHU�VXVWDLQHG
SRVLWLYH�JHQXLQH�VDYLQJ�RU�GLG�VR�LQ�PRVW�\HDUV��7KH�UHVRXUFH�GHILFLHQW�/'&V�VXVWDLQHG
SDUWLFXODUO\� KLJK� SRVLWLYH� UDWHV�� +RZHYHU�� WKH� ODWWHU� ILJXUH� ZRXOG� EH� UHGXFHG� LI
HQYLURQPHQWDO�GDPDJH�ZHUH�WR�EH�FRQVLGHUHG�PRUH�FRPSUHKHQVLYHO\��DOWKRXJK�LW�LV�QRW
FOHDU� E\� MXVW� KRZ� PXFK�� (VWLPDWHV� IRU� WKH� LQGXVWULDO� FRXQWULHV� VXJJHVW� D� GRZQZDUG
DGMXVWPHQW� LQ� WKH� UHJLRQ�RI������RI�*'3�� IRU�H[DPSOH��<HW�� HYHQ� IDFWRULQJ� LQ� VXFK�D
UHGXFWLRQ� GRHV� QRW� DOWHU� WKH� EDVLF� FRQFOXVLRQ� DERXW� WKH� KLJK� UDWH� RI� SRVLWLYH� UDWH� RI
JHQXLQH� VDYLQJ� LQ� WKH� UHVRXUFH�GHILFLHQW� FRXQWULHV�� 0RUHRYHU�� WKH� VSHHG� ZLWK� ZKLFK
WKRVH�FRXQWULHV�JURZ�GXULQJ�WKH�PLG�LQFRPH�VWDJH�RI�WKHLU�GHYHORSPHQW�VXJJHVWV�WKDW�WKH
IUDFWLRQ�RI�FDSLWDO�VWRFN�LQFRUSRUDWLQJ�ROG�KLJK�SROOXWLQJ�WHFKQRORJ\�FDQ�EH�UHGXFHG�WR�D
VPDOO�IDFWLRQ�RI�WKH�WRWDO�FDSLWDO�VWRFN�LQ�OHVV�WKDQ�D�JHQHUDWLRQ��WKHUHE\�DOORZLQJ�D�UDSLG
ORZHULQJ�RI�WKH�UHVRXUFH�LQWHQVLW\�RI�WKHLU�*'3�

TABLE 5

GENUINE SAVINGS RATES, SELECTED COUNTRIES 1980-90 (% GDP)

Country 1980-85 1986 1987 1988 1989 1990

S. Korea 18.6 25.2 32.1 38.8 34.6 32.7
Malaysia  6.7 -1.1 13.0 13.6 11.1 11.5
Argentina  2.5  1.5  4.1  7.7 -3.5  7.3
Bolivia -46.2 -49.3 -43.5 -35.9 -35.4 -31.8
Costa Rica  4.9 14.1 10.3  8.5  7.7  9.4
Mexico -1.1 -9.1  0.9 -0.8  1.3  2.4
UAE 3.6 -19.1 -2.4 -8.0 -22.0 -23.1
Ghana -12.4 -3.9 -3.3 -2.3 -2.2 -4.7

Source: Atkinson et al. (1997), 97-98.
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7KH�JHQXLQH� VDYLQJ� HVWLPDWHV� VXJJHVW� WKDW�PDQ\�JRYHUQPHQWV�� HVSHFLDOO\� LQ� WKH� VPDOO
UHVRXUFH�ULFK�FRXQWULHV��KDYH�H[WUDFWHG�UHYHQXHV�IURP�WKH�SULPDU\�VHFWRU� LQ�DQ�PDQQHU
WKDW�LV�QRW�HQYLURQPHQWDOO\�VXVWDLQDEOH��7KH�WZR�PRVW�FRQVSLFXRXV�GLV�VDYHUV�LQ�7DEOH��
DUH� ERWK� PLQHUDO� HFRQRPLHV� �%ROLYLD� DQG� WKH� 8$(��� DOWKRXJK�� IRU� WKH� UHDVRQV� FLWHG
HDUOLHU�� WKH�XVH�RI� WKH�QHW� UHYHQXH� LQGH[�RI�GHSOHWLRQ�RYHUVWDWHV� WKH� ILJXUHV�E\�DW� OHDVW
RQH�RUGHU�RI�PDJQLWXGH��+RZHYHU��WKH�GHYHORSPHQW�RI�PDQ\�UHVRXUFH�ULFK�FRXQWULHV�KDV
QRW�RQO\�EHHQ�HQYLURQPHQWDOO\�XQVXVWDLQDEOH�� LW�KDV�QRW�EHHQ�HFRQRPLFDOO\�RU� VRFLDOO\
VXVWDLQDEOH�HLWKHU��7KLV�LV�EHFDXVH��ZKHUH�WKH�VL]H�RI�WKH�QRQWUDGHDEOH�VHFWRU��LQFOXGLQJ
SURWHFWHG�PDQXIDFWXULQJ� LQGXVWU\��KDV� LQFUHDVHG�VKDUSO\� UHODWLYH� WR� WKH�SULPDU\�VHFWRU�
JRYHUQPHQWV�KDYH�H[WUDFWHG�UHYHQXHV�ZHOO�LQ�H[FHVV�RI�WKH�UHQWV��7KLV�KDV�EHHQ�GRQH�WR
VXFK�DQ�H[WHQW�LQ�VRPH�FDVHV�WKDW�WKH�LQFHQWLYHV�WR�PDLQWDLQ�RXWSXW�LQ�WKH�SULPDU\�VHFWRU�
OHW� DORQH� H[SDQG� LW�� KDYH� EHHQ� HOLPLQDWHG�� ,Q� PLQLQJ�� IRU� H[DPSOH�� WKLV� KDV� RFFXUUHG
WKURXJK� WKH� GHFDSLWDOL]DWLRQ� RI� VWDWH�RZQHG� PLQLQJ� HQWHUSULVHV� E\� JRYHUQPHQWV� WKDW
ZHUH� XQDEOH� RU� XQZLOOLQJ� WR� DGRSW� HIILFLHQW� WD[DWLRQ�� ,Q� DJULFXOWXUH�� LW� KDV� RFFXUUHG
PDLQO\� E\� LQGLUHFW� WUDQVIHUV� IURP� IDUPHUV� WKURXJK� LQVWUXPHQWV� VXFK� DV� H[FKDQJH� UDWH
RYHU�YDOXDWLRQ�� UHSUHVVLYH� PDUNHWLQJ� ERDUGV� DQG� LQSXW� SULFLQJ� �.UXHJHU� HW� DO�� ������
9HU\�RIWHQ� WKH�SXUVXLW� RI� WKH� UHVRXUFH� UHQWV� EHJDQ�ZLWK� D� SROLF\�PHDVXUH� WKDW� GLG� QRW
SURGXFH�WKH�H[SHFWHG�HFRQRPLF�RXWFRPH�DQG�WKHUHIRUH�WULJJHUHG�IXUWKHU�LQWHUYHQWLRQ�DQG
JUHDWHU�GLVWRUWLRQ�LQ�DQ�DG�KRF�IDVKLRQ��,Q�WKH�FDVH�RI�*KDQD��IRU�H[DPSOH��WKH�FDXVHV�RI
WKH� GLVWRUWLRQV� KDG� EHFDPH� VR� FRPSOH[� E\� WKH� ODWH�����V� WKDW� WKH� JRYHUQPHQW� ZDV
SUREDEO\� XQDEOH� WR� GHWHUPLQH� WKH� HIIHFW� RI� LWV� SROLFLHV� RQ� UHDO� LQFHQWLYHV� DQG� WKH
GLVWULEXWLRQ�RI�WKH�WD[�EXUGHQ�DPRQJ�GLIIHUHQW�JURXSV�LQ�VRFLHW\��.UXHJHU�HW�DO���������,Q
RUGHU� WR� LPSURYH� IXWXUH� SROLF\� LPSOHPHQWDWLRQ�� DQ� LQGH[� RI� WKH� HIILFLHQF\� RI� UHQW
GHSOR\PHQW�LV�UHTXLUHG�LQ�RUGHU�WR�SHUPLW�VRPH�FRPSDULVRQ�EHWZHHQ�WKH�DFWXDO�VFDOH�DQG
UHWXUQ�RQ�WKH�UHQWV�ZLWK�WKH�SRWHQWLDO�VFDOH�DQG�UHWXUQ��6XFK�DQ�LQGH[�FDQ�EH�HPSOR\HG
DORQJVLGH� WKH� JHQXLQH� VDYLQJ� UDWH� WR� GHWHUPLQH� WKH� HIILFLHQF\� RI� UHVRXUFH� UHQW
GHSOR\PHQW�DQG�WKH�HQYLURQPHQWDO�VXVWDLQDELOLW\�RI�GHYHORSPHQW�
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����1DWXUDO�UHVRXUFHV�DQG�VNLOO�DFFXPXODWLRQ

7KH�:RUOG� %DQN� ������� PHDVXUHV� KXPDQ� FDSLWDO� DV� D� UHVLGXDO�� DIWHU� GHGXFWLQJ� ERWK
QDWXUDO� FDSLWDO� �VHH� 6HFWLRQ� ����� DQG� SURGXFHG� FDSLWDO� �WKH� SK\VLFDO� FDSLWDO� VWRFN� DQG
XUEDQ� ODQG�� IURP� WKH� WRWDO� VWRFN� RI�ZHDOWK��+XPDQ� FDSLWDO�PDNHV� WKH�PRVW� LPSRUWDQW
FRQWULEXWLRQ� WR� LQFRPH� FUHDWLRQ� LQ� DOO� WKH� SULQFLSDO� JOREDO� UHJLRQV�� ,W� FRPSULVHV�PRUH
WKDQ� WZR�WKLUGV� RI� SHU� FDSLWD�ZHDOWK� LQ� WKH�2(&'� FRXQWULHV� �7DEOH� ��� DQG� MXVW� XQGHU
WZR�WKLUGV�LQ�PRVW�GHYHORSLQJ�UHJLRQV��7KH�UHVRXUFH�GHILFLHQW�(DVW�$VLDQ�FRXQWULHV�KDYH
GLVSOD\HG� HVSHFLDOO\� UDSLG� UDWHV� RI� KXPDQ� FDSLWDO� DFFXPXODWLRQ� �%LUGVDOO� HW� DO�� ������
/RQGRQR��������GUDZV�XSRQ�JOREDO�GDWD�WR�VKRZ�WKDW�D�VWURQJ�SRVLWLYH�FRUUHODWLRQ�H[LVWV
EHWZHHQ�\HDUV�RI�HGXFDWLRQ��RI�WKH�SRSXODWLRQ�RYHU�WZHQW\�ILYH�\HDUV�ROG��DQG�WKH�ORJ�RI
SHU�FDSLWD�LQFRPH��PHDVXUHG�LQ�WHUPV�RI�SXUFKDVLQJ�SRZHU�SDULW\��

:RRG�DQG�%HUJH��������PRGHO�WKH�DFFXPXODWLRQ�RI�VNLOOV�IRU�HFRQRPLHV�ZLWK�GLIIHULQJ
QDWXUDO� UHVRXUFH� HQGRZPHQWV� XVLQJ� D� WZR�JRRG� WUDGH� PRGHO� ZLWK� WZR� IDFWRUV� RI
SURGXFWLRQ��7KH\�VXEVWLWXWH�VNLOO�DQG�ODQG�DV�WKH�IDFWRUV�RI�SURGXFWLRQ�LQ�SODFH�RI�FDSLWDO
DQG�ODERXU��&DSLWDO�LV�HOLPLQDWHG�IURP�WKH�GLVFXVVLRQ�E\�DVVXPLQJ�WKDW�LW�LV�XELTXLWRXV�
ZKLOH�ODERXU�LV�DOVR�UHPRYHG�RQ�WKH�JURXQGV�WKDW�ERWK�FDWHJRULHV�RI�JRRG�KDYH�WKH�VDPH
ODERXU� LQWHQVLW\� �VR� WKDW� LQ� +HFNVFKHU�2KOLQ� WUDGH� WKHRU\�� ODERXU� ZLOO� QRW� DIIHFW� WKH
FRPSRVLWLRQ� RI� WUDGH��� 7KHVH� DGMXVWPHQWV� OHDYH� WKH� VNLOO�ODQG� HQGRZPHQW� UDWLR� WR
GHWHUPLQH�WKH�FRPSDUDWLYH�DGYDQWDJH��6NLOO�LV�PHDVXUHG�LQ�WHUPV�RI�\HDUV�RI�VFKRROLQJ
DQG� ODQG� LV� WDNHQ� DV� WKH� JHRJUDSKLFDO� DUHD� RI� HDFK� FRXQWU\� GLYLGHG� E\� WKH� DGXOW
SRSXODWLRQ��$�FRXQWU\�WKDW�LV�ODQG�ULFK�DQG�VNLOO�GHILFLHQW�ZLOO�SURGXFH�SULPDU\�SURGXFWV
ZLWK�SULFHV� WKDW�DUH� ORZ�UHODWLYH� WR� WKRVH�RI�PDQXIDFWXULQJ�DQG�ZLOO�� WKHUHIRUH�� WHQG� WR
WUDGH�LQ�SULPDU\�SURGXFWV�

/RZ�LQFRPH��ODQG�ULFK�VXE�6DKDUDQ�$IULFD�KDV�WKH�ORZHVW�UDWLR�RI�PDQXIDFWXUHG�H[SRUWV
WR�SULPDU\�H[SRUWV�DQG�DOVR� WKH� ORZHVW�GHQVLW\�RI�VFKRROLQJ�SHU�XQLW� DUHD�RI� ODQG��7KH
KLJKHVW� UDWLRV� RI�PDQXIDFWXUHG� H[SRUWV� DQG� RI� \HDUV� RI� VFKRROLQJ� SHU� XQLW� RI� ODQG� DUH
UHFRUGHG�LQ�WKH�UHVRXUFH�GHILFLHQW�(DVW�$VLDQ�FRXQWULHV��6RXWK�$VLD��/DWLQ�$PHULFD�DQG
6RXWKHDVW�$VLD� RFFXS\� LQWHUPHGLDWH� SRVLWLRQV��:RRG� DQG�%HUJH� ������� VSHFXODWH� WKDW
HFRQRPLF�JURZWK�KDV�EHHQ�IDVWHU�DPRQJ�H[SRUWHUV�RI�PDQXIDFWXUHG�JRRGV�EHFDXVH�WKDW
VHFWRU�PDNHV�VWURQJ�GHPDQGV�RQ�VNLOO�DQG��LQ�WKDW�UHVSHFW��LW�ZRUNV�WR�VWUHQJWKHQ�D�NH\
YDULDEOH�WKDW�LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�WKH�UDWH�RI�HFRQRPLF�JURZWK��0DQXIDFWXULQJ�
GULYHQ� JURZWK�PD\� DOVR� DXJPHQW� WHFKQLFDO� SURJUHVV� DQG� EHQHILFLDO� 
OHDUQLQJ�E\�GRLQJ

HIIHFWV� �0DWVX\DPD�������� D�YLHZ�HFKRHG�E\�6DFKV� ��������6DFKV� DQG�:DUQHU� ������
QRWH�WKDW�WKH�PDQXIDFWXULQJ�VHFWRU�KDV�VWURQJHU�H[WHUQDOLWLHV��IURP�µOHDUQLQJ�E\�GRLQJ¶�
WKDQ�HLWKHU�WKH�UHVRXUFH�RU�VHUYLFH�VHFWRUV�VR�WKDW�D�UHVRXUFH�ERRP�FDQ�ORZHU�WKH�ORQJ�
UXQ� JURZWK� UDWH� LI� LW� UHWDUGV� GLYHUVLILFDWLRQ� LQWR� PDQXIDFWXULQJ�� ,Q� DGGLWLRQ�� LI
PDQXIDFWXULQJ�FRQIHUV�KLJKHU�ZDJHV� WKDQ�RWKHU� VHFWRUV�GR�XSRQ�ZRUNHUV�ZKR�XSJUDGH
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WKHLU� VNLOOV�� WKHQ� WKH� DFFXPXODWLRQ� RI� KXPDQ� FDSLWDO� ZLOO� SURFHHG� IDVWHU� LQ� UHVRXUFH�
GHILFLHQW�HFRQRPLHV�WKDQ�LQ�UHVRXUFH�ULFK�FRXQWULHV�

2ZHQV�DQG�:RRG��������H[DPLQH�WKH�SRWHQWLDO�IRU�WKH�UHVRXUFH�ULFK�FRXQWULHV�WR�DFTXLUH
VNLOOV� WKURXJK� UHVRXUFH�EDVHG� LQGXVWU\� �5%,��� ZKLFK� GRPLQDWHV� WKH� HDUO\� VWDJHV� RI
LQGXVWULDOL]DWLRQ� LQ� VXFK� FRXQWULHV� �$XW\� ����E���7KH\� ILQG� WKDW�5%,� KDV� KLJKHU� ODQG�
LQWHQVLW\� DQG� D� KLJKHU� VNLOO�LQWHQVLW\� �DQG� ORZHU� HPSOR\PHQW�LQWHQVLW\�� WKDQ
PDQXIDFWXULQJ� DV� D�ZKROH��0H\HU� ������� TXDOLILHV� WKLV� FRQFOXVLRQ�� KH� ILQGV� WKDW� 5%,
RFFXSLHV� DQ� LQWHUPHGLDWH� SRVLWLRQ� LQ� WHUPV� RI� LWV� VNLOO� UHTXLUHPHQW� EHWZHHQ
PDQXIDFWXULQJ�DQG�FUXGH�SULPDU\�SURGXFW�SURGXFWLRQ��1HYHUWKHOHVV��ERWK�VWXGLHV�VXJJHVW
WKDW�D�FRPSDUDWLYH�DGYDQWDJH�LQ�5%,�LV�PRUH�OLNHO\�LQ�WKRVH�UHVRXUFH�ULFK�FRXQWULHV�ZLWK
KLJKHU� VNLOOV�� WKDQ� LQ� WKRVH� ZLWK� ORZ� VNLOOV�� 5%,� KDV� EHHQ� DQ� LPSRUWDQW� URXWH� WR
LQGXVWULDOL]DWLRQ�IRU�/DWLQ�$PHULFD��EXW�QRW�IRU�VXE�6DKDUDQ�$IULFD��(YHQ�VR��WKH�VRFLDO
EHQHILWV� IURP� 5%,� DUH� OHVV� ZLGHO\� GLIIXVHG� WKDQ� WKH� EHQHILWV� IURP� (DVW� $VLDQ
PDQXIDFWXULQJ�EHFDXVH�RI� WKH�PRUH�FDSLWDO�LQWHQVLYH�QDWXUH�RI�5%,��2ZHQV�DQG�:RRG
�������FRQFOXGH�WKDW�VXE�6DKDUDQ�$IULFD�QHHGV�WR�VXEVWDQWLDOO\�XSJUDGH�LWV�ZRUNHU�VNLOOV
DQG�PD\�UHTXLUH�VRPH�SURWHFWLRQ�RI�LWV�PDQXIDFWXULQJ�VHFWRU�LQ�RUGHU�WR�GR�VR�

&RQVLVWHQW�ZLWK�WKLV�SDWWHUQ��%LUGVDOO�HW�DO���������VKRZ�WKDW�UHVRXUFH�ULFK�/DWLQ�$PHULFD
KDV�ODJJHG�WKH�SUHGRPLQDQWO\�UHVRXUFH�GHILFLHQW�(DVW�$VLD�FRXQWULHV�LQ�WKH�DFFXPXODWLRQ
RI�VNLOOV��1RW�RQO\�KDYH�WKH�/DWLQ�$PHULFDQ�FRXQWULHV�IDOOHQ�EHKLQG�(DVW�$VLD�LQ�WHUPV�RI
DYHUDJH�\HDUV�RI�VFKRROLQJ��EXW� WKHUH� LV�FOHDU�HYLGHQFH� WKDW� WKH�TXDOLW\�RI� VFKRROLQJ� LQ
/DWLQ�$PHULFD�KDV�DOVR�GHFOLQHG�ZLWK�ULVLQJ�LQFRPHV��(OVHZKHUH��/RQGRQR��������VKRZV
WKDW�WKH�DYHUDJH�HGXFDWLRQDO�OHYHO�IRU�/DWLQ�$PHULFD������\HDUV��LV�DURXQG�WZR�\HDUV�OHVV
WKDQ� H[SHFWHG�� JLYHQ� WKH� UHJLRQ
V� SHU� FDSLWD� LQFRPH�� &RPSDUHG� ZLWK� 6RXWKHDVW� $VLD�
/DWLQ� $PHULFD� QHJOHFWHG� EDVLF� SULPDU\� DQG� VHFRQGDU\� HGXFDWLRQ� EXW� EXLOW� XS� LWV
XQLYHUVLW\�HGXFDWHG�ZRUNIRUFH�PXFK�IDVWHU��7KHVH�WUHQGV�KDYH�DGYHUVH�LPSOLFDWLRQV�IRU
LQFRPH�GLVWULEXWLRQ��DV�LV�GLVFXVVHG�LQ�WKH�QH[W�VHFWLRQ��EHFDXVH�WKH�SRRU�WHQG�WR�VXIIHU
GLVSURSRUWLRQDWHO\�IURP�ERWK�D�VORZ�UDWH�RI�H[SDQVLRQ�RI�HGXFDWLRQ�DQG�WKH�ORZHU�TXDOLW\
LQ�LWV�SURYLVLRQ�

%LUGVDOO�HW�DO���������ILQG�WKDW�WKH�VXSSO\�RI�HGXFDWLRQ��PHDVXUHG�LQ�WHUPV�RI�H[SHQGLWXUH
DV� D� SHUFHQWDJH� RI� *'3� GRHV� QRW� GLIIHU� VLJQLILFDQWO\� EHWZHHQ� (DVW� $VLD� DQG� /DWLQ
$PHULFD��7KH�FULWLFDO�GLIIHUHQFH� LV� LQ� WKH�GHPDQG� IRU� HGXFDWLRQ� DQG� WKDW�� WKH\� ILQG�� LV
ODUJHO\� D� IXQFWLRQ� RI� WKH� VWUXFWXUH� RI� SURGXFWLRQ�� 0RUH� VSHFLILFDOO\�� WKH� (DVW� $VLDQ
FRPELQDWLRQ�RI�D�PRUH�LQWHQVLYH�DJULFXOWXUDO�V\VWHP�DQG�D�ODUJHU�DQG�DOVR�LQLWLDOO\� OHVV
FDSLWDO�LQWHQVLYH�PDQXIDFWXULQJ� VHFWRU�PDNHV� JUHDWHU� GHPDQGV� RQ� VNLOOV� WKDQ� GRHV� WKH
FRPELQDWLRQ� RI� SULPDU\� SURGXFW� H[SRUWV� DQG� LPSRUW� VXEVWLWXWLRQ� LQGXVWU\� RI� /DWLQ
$PHULFD��7KH�(DVW�$VLDQ�FRPELQDWLRQ�DOVR�SURYLGHV�KLJKHU�UHZDUGV�IRU�HGXFDWLRQ��$V�D
UHVXOW��D�YLUWXRXV�F\FOH�LV�SURGXFHG�WKDW�LV�OLQNHG�WR�WKH�GHPRJUDSKLF�F\FOH�GHVFULEHG�LQ
6HFWLRQ� ,,�� 7KH� HDUOLHU� GHYHORSPHQW� RI� PDQXIDFWXULQJ� OHG� WR� WKH� HDUOLHU� SURYLVLRQ� RI
SULPDU\� HGXFDWLRQ� LQ�(DVW�$VLD�� HVSHFLDOO\� IRU�ZRPHQ��7KLV� KHOSHG� WR� ORZHU� WKH� ELUWK
UDWH� VRRQHU� DQG� WKDW�� LQ� WXUQ�� UHGXFHG� WKH� GHSHQGHQF\� UDWLR� HDUOLHU�� $V� D� UHVXOW�� IRU� D
JLYHQ� IUDFWLRQ�RI�*'3� VSHQW� RQ� HGXFDWLRQ��SHU� FDSLWD� H[SHQGLWXUH�ZDV� KLJKHU� LQ�(DVW
$VLD� WKDQ� LQ� /DWLQ� $PHULFD�� 0RUHRYHU�� WKH� UDSLG� DFFXPXODWLRQ� RI� (DVW� $VLDQ� VNLOOV
LQFUHDVHG� *'3� IDVWHU�� VR� WKDW� D� JLYHQ� IUDFWLRQ� RI� *'3� SURYLGHG� PRUH� UHVRXUFHV� SHU
FDSLWD� LQ�DEVROXWH�WHUPV�IRU�HGXFDWLRQDO�H[SHQGLWXUH��)RU�H[DPSOH��SHU�FDSLWD� OHYHOV�RI
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HGXFDWLRQDO�H[SHQGLWXUH�ZHUH�VOLJKWO\�KLJKHU�LQ�.RUHD�WKDQ�0H[LFR�LQ�������EXW�RYHU�WKH
QH[W�WZHQW\�\HDUV�WKH�OHYHO�RI�H[SHQGLWXUH�TXDGUXSOHG�LQ�UHDO�WHUPV�LQ�.RUHD��ZKHUHDV�LW
EDUHO\�GRXEOHG� LQ�0H[LFR��<HW� WKH� VKDUH�RI�*'3�H[SHQGHG�RQ�HGXFDWLRQ� KDG� ULVHQ� LQ
0H[LFR�ZKLOH� WKDW� RI� .RUHD� KDG� IDOOHQ�� 2YHU� WKH� VDPH� SHULRG� WKH� VFKRRO� FRKRUW� KDG
GHFOLQHG����LQ�DEVROXWH�VL]H�LQ�.RUHD��EXW�LW�URVH�����LQ�0H[LFR��%LUGVDOO�HW�DO��������
������ 7KLV� PHDQV� WKDW� WKH� PRUH� FRPSUHVVHG� GHPRJUDSKLF� F\FOH� LQ� UHVRXUFH�GHILFLHQW
(DVW�$VLD��VHH�6HFWLRQ������SURYLGHG�DQ�DGGLWLRQDO�LPSRUWDQW�VWLPXOXV�WR�VNLOO�DFTXLVLWLRQ
WKDW�%LUGVDOO�HW�DO���������QHJOHFW�

����6NLOO�DFFXPXODWLRQ��LQFRPH�GLVWULEXWLRQ�DQG�HFRQRPLF�JURZWK

7KHUH�LV�JURZLQJ�HYLGHQFH�WKDW�DQ�LQHTXLWDEOH�LQFRPH�GLVWULEXWLRQ�LV�LQYHUVHO\�UHODWHG�WR
VNLOO� DFTXLVLWLRQ� DQG� DOVR� WR� WKH� HFRQRPLF� JURZWK� UDWH�� 6LJQLILFDQWO\� IRU� WKH� SUHVHQW
VWXG\��LQFRPH�LQHTXDOLW\�LV�PDUNHGO\�KLJKHU�LQ�UHVRXUFH�ULFK�FRXQWULHV�WKDQ�LQ�UHVRXUFH�
GHILFLHQW� FRXQWULHV�� )RU� H[DPSOH�� GUDZLQJ� RQ� GDWD� IRU� WKH� ����V� DQG� ����V�� 1DQNDQL
�������FRQFOXGHG�WKDW�WKH�PLQHUDO�HFRQRPLHV�H[KLELWHG�UHODWLYHO\�KLJK�OHYHOV�RI�LQFRPH
LQHTXDOLW\�DQG�UHODWLYHO\�ZHDN�VRFLDO�LQGLFDWRUV��'DYLV��������GLVSXWHV�WKLV�FODLP��EXW�KLV
FRPSDULVRQ�LV�ZLWK�/'&V�DV�D�ZKROH��UDWKHU�WKDQ�ZLWK�WKH�UHVRXUFH�GHILFLHQW�FRXQWULHV�
7KH�UHVRXUFH�ULFK�/'&V�DV�D�ZKROH�GR�H[KLELW�KLJKHU�OHYHOV�RI�LQFRPH�LQHTXDOLW\�DV�ZHOO
DV� ORZHU� OHYHOV� RI� KXPDQ� FDSLWDO� GHYHORSPHQW� WKDQ� WKH� UHVRXUFH�GHILFLHQW� /'&V� DW� D
VLPLODU�OHYHO�RI�GHYHORSPHQW��,Q�IDFW��LW�ZDV�WKH�GRPLQDQFH�RI�WKH�PLG�LQFRPH�FDWHJRU\
RI� FRXQWULHV� LQ� WKH� ����V� E\� UHVRXUFH�ULFK� /DWLQ� $PHULFD�� ZLWK� LWV� KLJKO\� VNHZHG
LQFRPHV� �:LOOLDPVRQ� ������� WKDW� OHG� .X]QHWV� ������� WR� K\SRWKHVL]H� WKDW� LQFRPH
LQHTXDOLW\�ZLOO�LQLWLDOO\�ULVH�ZLWK�LQFUHDVLQJ�SHU�FDSLWD�LQFRPH�DQG�WKHQ�IDOO��0RUH�UHFHQW
VWXGLHV� VKRZ� WKDW� SDVVDJH� DORQJ� WKH� .X]QHWV� FXUYH� DSSHDUV� WR� EH� XQFRPPRQ� �)LHOGV
������$QDQG�DQG�.DQEXU�������'HLQLQJHU�DQG�6TXLUH������DQG�%RZPDQ��������7KHUH
DUH�PDQ\�PRUH� IDFWRUV� WKDW� DIIHFW� WKH� GLVWULEXWLRQ� RI� LQFRPH� WKDQ� WKRVH� OLQNHG� WR� WKH
GHFOLQH�RI�ORZ�SURGXFWLYLW\�DJULFXOWXUH�DQG�DQ�HQKDQFHG�SURSHQVLW\�WR�HTXDOL]H�LQFRPHV
DW�KLJKHU�LQFRPH�OHYHOV�

$�PRUH�UREXVW�ILQGLQJ�DERXW�LQFRPH�GLVWULEXWLRQ�LV�WKDW�KHLJKWHQHG�LQFRPH�LQHTXDOLW\�LV
DVVRFLDWHG�ZLWK� WKH� UHVRXUFH�ULFK� UHJLRQV�� DW� ERWK�PLG�LQFRPH� DQG� ORZ�LQFRPH� OHYHOV
�/DWLQ�$PHULFDQ�FRPSDUHG�ZLWK�(DVW�$VLD�DQG�VXE�6DKDUDQ�$IULFD�FRPSDUHG�ZLWK�6RXWK
$VLD�� UHVSHFWLYHO\��� 7KLV�PD\� EH� D� SHUVLVWHQW� IHDWXUH� EHFDXVH�:LOOLDPVRQ� ������� DOVR
UHSRUWV�WKLV�EDVLF�UHODWLRQVKLS�IRU�WKH�SUH������$WODQWLF�HFRQRP\��+H�ILQGV�WKDW�EHWZHHQ
�����DQG������LQFRPH�LQHTXDOLW\�URVH�UDSLGO\�LQ�WKH�ULFK��ODQG�DEXQGDQW��ODERXU�VFDUFH
HFRQRPLHV�OLNH�WKRVH�RI�1RUWK�$PHULFD�DQG�2FHDQLD�EXW�IHOO�GUDPDWLFDOO\�LQ�ODQG�VFDUFH�
ODERXU�DEXQGDQW� 1,&V� OLNH� ,WDO\�� 1RUZD\�� 6ZHGHQ� DQG� 'HQPDUN�� 7KLV� RXWFRPH� LV
FRQVLVWHQW� ZLWK� WUDGH� WKHRU\�� ZKLFK� SUHGLFWV� WKDW� D� ERRP� ZLOO� UDLVH� GHPDQG� IRU� WKH
DEXQGDQW� IDFWRU� DPRQJ� DOO� SDUWLFLSDQWV�� ,Q� :LOOLDPVRQ
V� KLVWRULFDO� H[DPSOH�� PDVV
PLJUDWLRQ� FRQWULEXWHG� WR� WKH� IDFW� WKDW� WKH� ODERXU�DEXQGDQW� �UHVRXUFH�GHILFLHQW�
HFRQRPLHV�H[SHULHQFHG�ULVLQJ�UHDO�ZDJHV�IRU�WKH�SRRU�DQG�IDOOLQJ�UHWXUQV�WR�ODQG��UHQWV�
IRU�WKH�ZHDOWK\�

$�VHFRQG�UREXVW�FRQFOXVLRQ�LV�WKDW�LQFRPH�LQHTXDOLW\�DGYHUVHO\�DIIHFWV�HFRQRPLF�JURZWK
DQG� WKDW�� LQ� WXUQ�� UHWDUGV� WKH� UDWHV� RI� SRYHUW\� UHGXFWLRQ� DQG� LPSURYHPHQW� LQ� VRFLDO
LQGLFDWRUV�� 7KH� FDXVDO� OLQN� GRHV� QRW� UXQ� IURP� VORZHU� JURZWK� WR� LQFRPH� LQHTXDOLW\�
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WKHUHIRUH�� KHLJKWHQHG� LQHTXDOLW\� FDXVHV� VORZ� JURZWK�� 'HLQLQJHU� DQG� 6TXLUH� ������
LGHQWLI\�WKH�GLVWULEXWLRQ�RI�DVVHWV��ZHDOWK��DV�PRUH�LPSRUWDQW�WKDQ�LQFRPH�GLVWULEXWLRQ�LQ
GHWHUPLQLQJ�HFRQRPLF�JURZWK��7KLV� LV�EHFDXVH��D�PRUH�HTXLWDEOH�GLVWULEXWLRQ�RI�DVVHWV
HQKDQFHV�WKH�FDSDFLW\�RI�WKH�SRRU�WR�ERUURZ�DQG�VR�PDNHV�LW�HDVLHU�IRU�WKHP�WR�DFTXLUH
VNLOOV� WKURXJK�HGXFDWLRQ�� WR�ERRVW� IDUP�RXWSXW�� DQG� WR� HVWDEOLVK�QHZ�EXVLQHVVHV��0RUH
VSHFLILFDOO\��/LSWRQ��������ILQGV�WKDW�ODQG�UHGLVWULEXWLRQ�WUDQVIHUV�UHVRXUFHV�WR�WKH�UXUDO

QHDU�ODQGOHVV
� DQG� WKDW� VPDOO� IDUPHUV� PDNH� PRUH� SURGXFWLYH� XVH� RI� VFDUFH� ODQG� DQG
HPSOR\� PRUH� ODERXU�LQWHQVLYH� PHWKRGV� WKDQ� ODUJHU� IDUPV�� %LQVZDQJHU� DQG� 'HLQLQJHU
�������FRQFXU�

%XW�/RQGRQR��������DUJXHV�WKDW�LQ�PLG�LQFRPH�FRXQWULHV�XQHTXDO�DFFHVV�WR�ODQG�DIIRUGV
D� OHVV� FRQYLQFLQJ� H[SODQDWLRQ� RI� LQFRPH� LQHTXDOLW\�� /RQGRQR� ������� QRWHV� ZLWK
UHIHUHQFH� WR� UHVRXUFH�ULFK� /DWLQ� $PHULFD� WKDW� XQHTXDO� DFFHVV� WR� ODQG� PD\� KDYH� EHHQ
LPSRUWDQW� IRUW\� \HDUV� DJR�ZKHQ� WKH� ODQG� HPSOR\HG� KDOI� WKH� SRSXODWLRQ� DQG� JHQHUDWHG
RQH�WKLUG� RI�*'3�� DQG� UHQWV� SURYLGHG� RQH�ILIWK� RI� KRXVHKROG� LQFRPH��%XW� VXEVHTXHQW
VWUXFWXUDO�FKDQJH�PHDQV�WKDW�WKH�FDXVH�RI�LQHTXDOLW\�PXVW�QRZ�OLH�HOVHZKHUH��DOWKRXJK�
DV�VKRZQ�EHORZ��/RQGRQR�QHJOHFWV�HYLGHQFH�WKDW�LQFRPH�LQHTXDOLW\�LV�SHUVLVWHQW��RQFH�LW
KDV� EHFRPH� HVWDEOLVKHG���<HW� QHLWKHU� WKH� XQHTXDO� GLVWULEXWLRQ� RI� XUEDQ� DVVHWV� QRU� WKH
XQHTXDO� FRQWURO�RI�PDUNHWV� H[SODLQ� LQHTXDOLW\�EHFDXVH� HFRQRPLF� UHIRUP�KDV� HQKDQFHG
WKH�IRUFHV�RI�FRPSHWLWLRQ��5DWKHU��/RQGRQR�DUJXHV� WKDW� WKH�/DWLQ�$PHULFDQ�SURFHVV�RI
VWUXFWXUDO� FKDQJH� UHWDUGHG� WKH� ULVH� RI� WKH� DYHUDJH� HGXFDWLRQ� WR� WKDW� SRLQW� ����� \HDUV�
ZKHQ�� EDVHG� RQ� JOREDO� GDWD�� FRQYHUJHQFH� LQ� HGXFDWLRQDO� DWWDLQPHQW� �DQG� DOVR� ZDJHV�
DSSHDUV�WR�EHJLQ��7KHUHIRUH��D�UHODWLYHO\�VORZ�UDWH�RI�DFFXPXODWLRQ�RI�VNLOO�LQ�UHVRXUFH�
ULFK�/DWLQ�$PHULFD�KDV�PRUH�WKDQ�RIIVHW�WUHQGV�LQ�HFRQRPLF�JURZWK�WKDW�ZHUH�ZRUNLQJ�LQ
WKH�RSSRVLWH�GLUHFWLRQ�WR�ERRVW�HGXFDWLRQDO�OHYHOV�DQG�QDUURZ�WKH�LQFRPH�JDS��%LUGVDOO�HW
DO�� ������� ����� FRQILUP� WKDW� ZDJH� FRQYHUJHQFH� LV� DVVRFLDWHG� ZLWK� KLJKHU� UDWHV� RI
HGXFDWLRQDO�SURYLVLRQ��7KH\�VKRZ�WKDW�LQ�6RXWK�.RUHD�EHWZHHQ������DQG������WKH�ULVH
LQ� WKH� QXPEHU� RI� VHFRQGDU\� DQG� WHUWLDU\� HGXFDWLRQ� JUDGXDWHV� ZDV� DVVRFLDWHG� ZLWK� D
GHFOLQH� LQ� WKH� ZDJH� SUHPLXP�� ,Q� WKH� FDVH� RI� VHFRQGDU\� VFKRRO� JUDGXDWHV� WKH� ZDJH
SUHPLXP� FRPSDUHG�ZLWK� WKRVH� ZLWK� RQO\� SULPDU\� VFKRRO� HGXFDWLRQ� IHOO� IURP� ���� WR
����DQG�IRU�WHUWLDU\�HGXFDWLRQ�LW�IHOO�IURP�����WR�����

$� KLJKHU� DYHUDJH� HGXFDWLRQDO� DWWDLQPHQW� ZLOO� ORZHU� LQFRPH� GLIIHUHQWLDOV� DQG� EH
EHQHILFLDO� IRU� HFRQRPLF�JURZWK��%LUGVDOO� HW� DO�� ������� DUJXH� WKDW� WKLV� LV� EHFDXVH�PRUH
HTXLWDEOH�LQFRPH�GLVWULEXWLRQ�LPSURYHV�WKH�FKDQFHV�RI�ORZ�LQFRPH�IDPLOLHV�LQYHVWLQJ�LQ
VXSHULRU� JRRGV� VXFK� DV� VFKRROLQJ� DQG� KHDOWK� FDUH� WKDW� LPSURYH� WKH� TXDOLW\� RI� KXPDQ
FDSLWDO��7KLV��LQ�WXUQ�ERRVWV� WKH�[�HIILFLHQF\�RI� WKH�ZRUNIRUFH��*UHDWHU� LQFRPH�HTXDOLW\
DOVR� FRQWULEXWHV� WRZDUGV� ORZHU� SROLWLFDO� DQG� PDFURHFRQRPLF� LQVWDELOLW\� VR� WKDW
LQYHVWPHQW�ULVN�LV�UHGXFHG�DQG�SXEOLF�H[SHQGLWXUH�LV�OHVV�OLNHO\�WR�EH�GLYHUWHG�DZD\�IURP
VRFLDOO\�RSWLPDO�SURMHFWV�DQG�WRZDUGV�UHQW�VHHNHUV�GXH�WR�D�SUHRFFXSDWLRQ�ZLWK�WKH�QHHG
WR�VKRUH�XS�SROLWLFDO�VXSSRUW��,Q�DGGLWLRQ��WKH�SRRU�DSSHDU�PRUH�OLNHO\�WR�DFFHSW�KDUGVKLS
LQ�DGMXVWLQJ� WR�HFRQRPLF�VKRFNV� LI� WKH\�KDYH�H[SHULHQFHG�SRYHUW\� UHGXFWLRQ��7KH�SRRU
ZLOO� DOVR� VSHQG� PRUH� RI� DQ\� LQFUHDVH� LQ� LQFRPH� RQ� ORFDOO\�SURGXFHG� IRRGV� DQG
PDQXIDFWXUHG�SURGXFWV� WKDQ� WKH� ULFK��ZKR�KDYH� D�KLJK�SURSHQVLW\� WR� LPSRUW� FRQVXPHU
JRRGV��7KHUHIRUH�� LQ�DGGLWLRQ�WR�WKH�GLUHFW�SRVLWLYH�HIIHFWV�RQ�HFRQRPLF�JURZWK�DULVLQJ
RXW�RI�KLJKHU�SURGXFWLYLW\��WKH�UDSLG�DFTXLVLWLRQ�RI�VNLOOV�PD\�ERRVW�WKH�HFRQRPLF�JURZWK
UDWH�LQGLUHFWO\��E\�FRQWULEXWLQJ�WR�UHGXFHG�LQFRPH�LQHTXDOLW\�
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<HW�� LI� JUHDWHU� LQFRPH� HTXDOLW\� VHHPV� IDYRXUDEOH� WR� JURZWK�� LW� LV� GLIILFXOW� WR� DFKLHYH�
RQFH� LQFRPH� GLIIHUHQWLDOV� KDYH� EHHQ� KHLJKWHQHG�� DV� LV� WKH� FDVH� LQ� PRVW� UHVRXUFH�ULFK
FRXQWULHV��/L�HW�DO�� �������SUHVHQW�VWURQJ�HYLGHQFH� WKDW� LQFRPH� LQHTXDOLW\� LV�SHUVLVWHQW�
7KH\�DUJXH�WKDW�WKH�DGYHUVH�LPSDFW�RI�LQHTXDOLW\�RQ�JURZWK�UHIOHFWV�WKH�DELOLW\�RI�WKH�ULFK
WR�ZLHOG�WKHLU�SROLWLFDO�SRZHU�WR�PDLQWDLQ�WKHLU�SULYLOHJHG�SRVLWLRQ�DQG�UHGXFH�WKH�DFFHVV
RI� WKH�SRRU� WR�HGXFDWLRQ��SURGXFWLYH�DVVHWV�DQG�FUHGLW��0RUHRYHU�� DQ\� UHGLVWULEXWLRQ�RI
ZHDOWK�PD\�UHWDUG�HFRQRPLF�JURZWK��$OHVLQD�DQG�5RGULN��������7KLV�LV�EHFDXVH��ZKHUH
D� ODUJH� IUDFWLRQ� RI� WKH� SRSXODWLRQ� ODFNV� DFFHVV� WR� SURGXFWLYH� UHVRXUFHV�� WKHUH� ZLOO� EH
VWURQJ�SUHVVXUH�IRU�UHGLVWULEXWLRQ�WKDW�ZLOO�OHDG�WR�LQFUHDVLQJ�GLVWRUWLRQ�RI�WKH�HFRQRP\
DQG� GLVFRXUDJH� LQYHVWPHQW�� $OHVLQD� DQG� 5RGULN� ������� UXQ� UHJUHVVLRQV� IRU� HFRQRPLF
JURZWK� �������� DJDLQVW� ERWK� ODQG� GLVWULEXWLRQ� DQG� LQFRPH� GLVWULEXWLRQ� DQG� ILQG� DQ
HVSHFLDOO\�VWURQJ�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�LQHTXDOLW\�LQ�DFFHVV�WR�ODQG�DQG�HFRQRPLF
JURZWK�� 3HUVVRQ� DQG� 7DEHOOLQL� ������� FRQFXU�� EXW� DUJXH� WKDW� WKH� GHWULPHQWDO� RXWFRPH
DSSOLHV�SDUWLFXODUO\� WR�GHPRFUDWLF�JRYHUQPHQWV� EHFDXVH� VXFK� JRYHUQPHQWV� UHGLVWULEXWH
LQ� D� PDQQHU� WKDW� ZHDNHQV� ERWK� SURSHUW\� ULJKWV� DQG� DOVR� WKH� DELOLW\� RI� LQYHVWRUV� WR
DSSURSULDWH� WKH� EHQHILWV� RI� WKHLU� DFWLYLW\�� %XW� ERWK� SDLUV� RI� UHVHDUFKHUV� QHJOHFW� WR
FRQVLGHU�WKH�LPSDFW�RI�GLIIHUHQFHV�LQ�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW�RQ�WKLV�RXWFRPH�
7KHUH� LV� HYLGHQFH� WKDW� WKH� LPSDFW� RI� UHGLVWULEXWLYH� VWUHVV� PD\� EH� OHVV� GHWULPHQWDO� WR
HFRQRPLF� JURZWK� LQ� ODQG�VFDUFH� FRXQWULHV� WKDQ� LQ� UHVRXUFH�ULFK� RQHV�� 7KLV� LV� EHFDXVH
H[WUHPH�VKRUWDJHV�RI�ODQG�KDYH��KLVWRULFDOO\��WHQGHG�WR�SURPSW�SROLWLFDO�FULVHV�WKDW� OHDG
WR�D�SROLWLFDO�UHDOLJQPHQW�EHWZHHQ�WKH�SRRU�PDMRULW\�DQG�JRYHUQPHQWV�DQG��WKHUHDIWHU��WR
WKH� FUHDWLRQ� RI� D� ZLGHO\� VKDUHG� LQWHUHVW� LQ� UDLVLQJ� WKH� TXDOLW\� RI� WKH� VROH� DEXQGDQW
UHVRXUFH��ODERXU��$XW\�����D��

6XPPDUL]LQJ�� UHVRXUFH�DEXQGDQFH� LV� DVVRFLDWHG� ZLWK� ODJJLQJ� VNLOO� DFFXPXODWLRQ� DQG
KHLJKWHQHG� LQFRPH� LQHTXDOLW\�� ERWK� RI�ZKLFK� ORZHU� WKH� UDWH� RI� HFRQRPLF� JURZWK��7KH
PRUH� UDSLG� UDWH� RI� VNLOO� DFFXPXODWLRQ� REVHUYHG� LQ� WKH� UHVRXUFH�GHILFLHQW� FRXQWULHV
LQFUHDVHV�WKH�HFRQRPLF�JURZWK�UDWH�GLUHFWO\�E\�UDLVLQJ�SURGXFWLYLW\��EXW�LW�DOVR�DSSHDUV�WR
GR� VR� LQGLUHFWO\�� E\� UHGXFLQJ� LQFRPH� LQHTXDOLW\�� %XW� VLPLODU� TXDQWLWLHV� RI� SURGXFHG
FDSLWDO� DQG� VNLOO� KDYH�EHHQ�REVHUYHG� WR� UHVXOW� LQ�GLIIHULQJ� UDWHV�RI�JURZWK� LQ� GLIIHULQJ
FRXQWULHV� �:RUOG� %DQN� ������� 7KH� FRQYHQWLRQDO� JURZWK� PRGHOV� DWWULEXWH� WKLV
GLVFUHSDQF\�WR�GLIIHUHQFHV�LQ�WRWDO�IDFWRU�SURGXFWLYLW\�RU�WR�D�KLJKHU�UDWH�RI�GHSUHFLDWLRQ
RI�SURGXFHG�FDSLWDO� �*\OIDVRQ��������%XW�QHLWKHU�RI� WKHVH�GHVLJQDWLRQV�SURYLGHV�PXFK
JXLGDQFH�LQ�GHYLVLQJ�SROLF\�SUHVFULSWLRQV�IRU�H[DPSOH��7KDW�WDVN�UHTXLUHV�DQ�DQDO\VLV�RI
WKH� VRFLDO� DQG� LQVWLWXWLRQDO� FRQWH[W� ZLWKLQ� ZKLFK� SURGXFHG� FDSLWDO� DQG� VNLOO� DUH
FRPELQHG��7KH� QDWXUDO� UHVRXUFH� HQGRZPHQW�PD\�SOD\� D� UROH� LQ� H[SODLQLQJ� WKH� UDWH� RI
VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�IRUPDWLRQ��7KHUH�LV�HYLGHQFH��IRU�H[DPSOH�� WKDW� WKH�W\SH
RI�SROLWLFDO�VWDWH�LV�DQ�LPSRUWDQW�GHWHUPLQDQW�RI�WKH�UDWH�RI�DFFXPXODWLRQ�RI�LQVWLWXWLRQDO
FDSLWDO� DQG� VNLOO�� DQG� WKDW� WKH� W\SH� RI� SROLWLFDO� VWDWH�PD\� YDU\� V\VWHPDWLFDOO\�ZLWK� WKH
QDWXUDO� UHVRXUFH� HQGRZPHQW�� $WWHQWLRQ� QRZ� WXUQV� WR� WKLV� ILQDO� FRPSRQHQW� RI� WKH
H[SDQGHG�JURZWK�DFFRXQWLQJ�IUDPHZRUN�
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7KH�GHILQLWLRQ�DQG�PHDVXUHPHQW�RI�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�LV�VWLOO�DW�D�UHODWLYHO\
HDUO\� VWDJH��7KLV� VHFWLRQ� WKHUHIRUH� WDNHV� VWRFN� RI� WKH� SURJUHVV�PDGH� DQG� WKH� HYLGHQFH
SURYLGHG�E\�HDUO\�HPSLULFDO�VWXGLHV��,W�EHJLQV�E\�UHYLHZLQJ�GHILQLWLRQV�RI�VRFLDO�FDSLWDO�

����'HILQLQJ�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO

,Q� LWV�EURDGHVW� VHQVH�� VRFLDO�FDSLWDO� LV�GHILQHG�E\� WKH�:RUOG�%DQN� ����������� DV�EHLQJ
HPEHGGHG� LQ� JURXS� NQRZOHGJH� DQG� WUXVW�� EDFNHG� XS� E\� VDQFWLRQV�� WKDW� SURYLGHV
LQIRUPDWLRQ� DQG� VHFXULW\� WR� IDFLOLWDWH� HFRQRPLF� H[FKDQJH� E\� UHGXFLQJ� ULVN� DQG
XQFHUWDLQW\��,W�PDQLIHVWV�LWVHOI�LQ�HFRQRPLF�WHUPV�WKURXJK�GLIIHUHQFHV�LQ�WUDQVDFWLRQ�FRVWV
EHWZHHQ�GLIIHULQJ� UHJLRQV�DQG�FRXQWULHV��7KUHH�EDVLF� VXE�FRPSRQHQWV�RI� VRFLDO� FDSLWDO
DUH�FRPPRQO\�UHFRJQL]HG��QDPHO\��WUXVW��FLYLF�VSLULW�DQG�FLYLF�DVVRFLDWLRQV��&LYLF�VSLULW
LV� GHILQHG� DV� WKH� UHOXFWDQFH� RI� LQGLYLGXDOV�ZLWKLQ� VRFLHW\� WR� WDNH� DGYDQWDJH� RI� SULYDWH
PLVIRUWXQH�RU�SXEOLF�DGPLQLVWUDWLYH�HUURU��&LYLF�DVVRFLDWLRQV�DUH�WKH�KRUL]RQWDO�QHWZRUNV
VXFK�DV�PHPEHUVKLS�RI� VRFLHWLHV� IRU�SROLWLFV�� VSRUW�� HQYLURQPHQW�� DUWV�� SURIHVVLRQV� DQG
WUDGH�XQLRQV�

0RUH�VSHFLILF�GHILQLWLRQV�RI�VRFLDO�FDSLWDO� UDQJH�IURP�WKH�QDUURZHVW�FRQFHSWXDOL]DWLRQ�
ZKLFK� VHHV� LW� DV� WKH� GHQVLW\� RI� VRFLDO� QHWZRUNV� WKDW� LQIOXHQFH� WKH� SURGXFWLYLW\� RI� D
FRPPXQLW\� �3XWQDP� ������� WKURXJK� PRUH� FRPSOH[� VRFLDO� VWUXFWXUHV� WKDW� IDFLOLWDWH
LQGLYLGXDO� RU� FRUSRUDWH� DFWLYLW\�� WR� WKH� EURDGHU� FRQVLGHUDWLRQ� RI� VRFLDO� DQG� SROLWLFDO
IDFWRUV� ZKLFK� PHGLDWH� VRFLR�HFRQRPLF� DFWLYLW\� DW� DOO� OHYHOV� ZLWKLQ� D� FRXQWU\�� 7KH
EURDGHVW�GHILQLWLRQ�WKHUHIRUH�HQFRPSDVVHV�QDWLRQDO�LQVWLWXWLRQV�DV�ZHOO�DV�ORFDO�RQHV��DQG
HPERGLHV� IRUPDOL]HG� VWUXFWXUHV� VXFK� DV� WKH� SROLWLFDO� UHJLPH�� OHJDO� V\VWHP� DQG� HWKLFDO
QRUPV�LQ�DGGLWLRQ�WR�ILQDQFLDO�DQG�HFRQRPLF�LQVWLWXWLRQV��7KHVH�LQVWLWXWLRQDO�IDFWRUV�DUH
RI�PRVW�LPSRUWDQFH�WR�WKH�SUHVHQW�VWXG\�EHFDXVH�RI�LWV�FRQFHUQ�ZLWK�PDFUR�IDFWRUV�UDWKHU
WKDQ�PLFUR�RQHV��ZKHUH�VRFLDO�QHWZRUNV�KDYH�JUHDWHU�LPSRUW�

$Q�LPSRUWDQW�FKDUDFWHULVWLF�RI�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�LV�WKDW�LW�LV�D�SXEOLF�JRRG�
ZKHUHDV�KXPDQ�FDSLWDO�LQ�WKH�IRUP�RI�HGXFDWLRQ�FDQ�EH�HPERGLHG�LQ�DQ�LQGLYLGXDO�DQG
DFTXLUHG�E\� WKH� LQGLYLGXDO� UHJDUGOHVV�RI�ZKDW�RWKHU�SHRSOH�GR��6RFLDO�DQG� LQVWLWXWLRQDO
FDSLWDO� WKHUHIRUH� UHTXLUHV� WLPH� WR� SURGXFH� �LW� QHHGV� D� VLPXOWDQHRXV� 
WKLFNHQLQJ
� RI
LQIRUPDO� ORFDO� VRFLDO� QHWZRUNV� DQG� D� SUROLIHUDWLRQ� RI� QDWLRQDO�OHYHO� IRUPDO� FRGHV� RI
H[FKDQJH�� DQG� VR� LW� HQWDLOV� DQ� RSSRUWXQLW\� FRVW� WKDW�ZLOO� EH� DIIRUGHG� LQ� UHODWLRQ� WR� LWV
YDOXH�� ,W� ZLOO� WHQG� WR� EH� XQGHU�SURGXFHG�� XQOHVV� LQGLYLGXDOV� FDQ� GHWHUPLQH� ZD\V� RI
LQWHUQDOL]LQJ� WKHLU� VKDUH� RI� WKH� H[WHUQDO� EHQHILWV� �:RUOG� %DQN� ������� 7KHVH� WZLQ
FKDUDFWHULVWLFV� RI� D� VORZ� UDWH� RI� DFFXPXODWLRQ� DQG� D� UHTXLUHPHQW� IRU� SXEOLF� SURYLVLRQ
KDYH�WZR�LPSRUWDQW�LPSOLFDWLRQV�IRU�UHVRXUFH�ULFK�FRXQWULHV��)LUVW��WKHUH�DUH�JURXQGV�IRU
H[SHFWLQJ� WKDW� UHVRXUFH�GHILFLHQW� FRXQWULHV� ZLOO� DFFXPXODWH� SRVLWLYH� VRFLDO� DQG
LQVWLWXWLRQDO�FDSLWDO�PRUH�UDSLGO\�EHFDXVH��DV�QRWHG� LQ�6HFWLRQ������ WKH\� WHQG� WR�KDYH�D
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PRUH� HTXLWDEOH� GLVWULEXWLRQ� RI� LQFRPH� DQG� VRFLDO� DQG� LQVWLWXWLRQDO� FDSLWDO� DSSHDU� WR
DFFXPXODWH�PRUH�UHDGLO\�ZKHUH�LQFRPH��DQG�WKHUHIRUH�SRZHU��LV�PRUH�HYHQO\�VKDUHG��)RU
H[DPSOH�� .QDFN� DQG� .HHIHU� ������� ILQG� WKDW� KLJKHU� LQFRPH� HTXDOLW\� DQG� FKHFNV� RQ
SROLWLFDO� H[HFXWLYH� SRZHU� DUH� VWURQJO\� DQG� SRVLWLYHO\� DVVRFLDWHG�ZLWK� KLJKHU� WUXVW� DQG
FLYLF�VSLULW��6HFRQG��UHVRXUFH�ULFK�FRXQWULHV�DUH�DVVRFLDWHG�ZLWK�IDFWLRQDO�SROLWLFDO�VWDWHV
�$XW\�����D��DQG��DV�H[SODLQHG�EHORZ��VXFK�VWDWHV�KDYH�EHHQ�UHODWLYHO\�XQVXFFHVVIXO�LQ
ERWK� WKH� PDLQWHQDQFH� DQG� DFFXPXODWLRQ� RI� VRFLDO� DQG� LQVWLWXWLRQDO� FDSLWDO�� 7KLV� LV
GLVFXVVHG�IXUWKHU�LQ�6HFWLRQ�����

7KLV� DVVRFLDWLRQ� EHWZHHQ� UHVRXUFH� HQGRZPHQW� DQG� WKH� SROLWLFDO� VWDWH� RSHQV� XS� WKH
SRVVLELOLW\� WKDW�D� W\SRORJ\�RI�SROLWLFDO� VWDWHV�PD\�SURYLGH�D�XVHIXO�SUR[\� IRU�FDSWXULQJ
WKH�P\ULDG�IDFWRUV�WKDW�FRQWULEXWH�WR�WKH�G\QDPLFV�RI�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�DQG
WKHLU� HIIHFW� RQ� HFRQRPLF� GHYHORSPHQW�� ,W� DOVR� FDUULHV� LPSOLFDWLRQV� IRU� WKH� UHODWLYH
LPSRUWDQFH� RI� WKH� WZR� VXE�FRPSRQHQWV� RI� WKH� KXPDQ� FDSLWDO� 
UHVLGXDO
�� VRFLDO� DQG
LQVWLWXWLRQDO�FDSLWDO��$�VWURQJ�FDVH�FDQ�EH�PDGH�IRU�UHVWULFWLQJ�WKH�WHUP�VRFLDO�FDSLWDO�WR�D
ORFDO�VFDOH��ZKHUH�LQIRUPDO�FRQWDFWV�DUH�PRUH�SUDFWLFDO��7KH�WHUP�
LQVWLWXWLRQDO�FDSLWDO
�LV
PRUH�VLJQLILFDQW�DW�D�QDWLRQDO�OHYHO�ZKHUH�WKH�LPSHUVRQDOLW\�RI�PRVW�H[FKDQJHV�FDOOV�IRU
PRUH�IRUPDO�FRGLILFDWLRQ��$�FUXFLDO�DVVXPSWLRQ�LV�WKDW�ERWK�QDWLRQDO�LQVWLWXWLRQDO�FDSLWDO
DQG�ORFDO�VRFLDO�FDSLWDO�DUH�PRUH�OLNHO\�WR�DFFXPXODWH�ZKHUH�WKH�QDWLRQDO�JRYHUQPHQW�LV
HIIHFWLYH� DQG� KDV� DV� LWV� SULQFLSDO� JRDO� WKH� SURPRWLRQ� RI� ORQJ�UXQ� VRFLDO� ZHOIDUH�� $Q
LPSRUWDQW� REMHFWLYH� RI� QDWLRQDO� JRYHUQPHQW� SROLF\� LV�� WKHUHIRUH�� WR� VWUHQJWKHQ� WKH
SRVLWLYH� DVSHFWV� RI� LQVWLWXWLRQDO� DQG� VRFLDO� FDSLWDO� LQ� RUGHU� WR� HQVXUH� WKH� VRFLDO
VXVWDLQDELOLW\�RI�HFRQRPLF�SROLFLHV�

����0HDVXULQJ�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO

7ZR�UHFHQW�VWXGLHV�KDYH�DWWHPSWHG�WR�PHDVXUH�VRFLDO�FDSLWDO�ZLWK�UHIHUHQFH�WR�WUXVW�DQG
FLYLF�DVVRFLDWLRQV��RQH�DW�WKH�YLOODJH�OHYHO��1DUD\DQ�������DQG�WKH�RWKHU�DW�WKH�QDWLRQDO
OHYHO� �.QDFN� DQG� .HHIHU� ������� 1DUD\DQ� ������� GHULYHV� D� VRFLDO� FDSLWDO� LQGH[� IRU
7DQ]DQLDQ� YLOODJHV� XVLQJ� WKH� DULWKPHWLF� DYHUDJH� RI� ERWK� WKH� QXPEHU� RI� JURXSV� DQ
LQGLYLGXDO� LV� DVVRFLDWHG� ZLWK�� DQG� WKH� FKDUDFWHULVWLFV� RI� WKRVH� JURXSV�� $� SRVLWLYH
UHODWLRQVKLS�LV�IRXQG�EHWZHHQ�WKH�LQGH[�DQG�YLOODJH�H[SHQGLWXUH��DV�D�SUR[\�IRU�LQFRPH��
VXFK� WKDW� D�RQH� VWDQGDUG�GHYLDWLRQ� LQ� WKH� LQGH[�RI� VRFLDO� FDSLWDO� LV� DVVRFLDWHG�ZLWK� DQ
LQFUHDVH�RI�����RU�PRUH�LQ�KRXVHKROG�H[SHQGLWXUH��%\�FRPSDULVRQ��D�VKLIW�RI�D�VLPLODU
PDJQLWXGH� LQ� WKH� OHYHO� RI� HGXFDWLRQ�� WKH� HTXLYDOHQW� RI� DOPRVW� WKUHH� \HDUV� H[WUD
LQVWUXFWLRQ�� UDLVHV� LQFRPH� E\� RQO\� ���� 7HVWV� RI� WKH� FDXVDO� GLUHFWLRQ� VKRZ� WKDW� VRFLDO
FDSLWDO� LQFUHDVHV� LQFRPH� DQG� QRW� YLFH� YHUVD�� 7KH� SRVLWLYH� FRQWULEXWLRQ� IURP� VRFLDO
FDSLWDO� GHULYHV� IURP� D� QXPEHU� RI� IDFWRUV�� QRWDEO\�� WKH� IUHHU� GLVVHPLQDWLRQ� RI� \LHOG�
HQKDQFLQJ� LQIRUPDWLRQ�� JUHDWHU� UHDGLQHVV� WR� ZRUN� LQ� JURXSV� RQ� LQIUDVWUXFWXUH
FRQVWUXFWLRQ�DQG�HDVLHU�DFFHVV�WR�FUHGLW��0HPEHUVKLS�RI�YLOODJH�DVVRFLDWLRQV��QRWDEO\�WKH
FKXUFK�� EXULDO� VRFLHWLHV� DQG� IDUPHUV¶� JURXSV�� LV� DQ� LPSRUWDQW� PHFKDQLVP� LQ� EXLOGLQJ
VRFLDO�FDSLWDO�LQ�UXUDO�(DVW�$IULFD�

.QDFN�DQG�.HHIHU��������KDYH�DWWHPSWHG�WR�FRPSDUH�VRFLDO�FDSLWDO�EHWZHHQ�FRXQWULHV�DW
WKH�QDWLRQDO� OHYHO��7KH\� WDNH� DV� WKHLU� LQGLFHV�RI� VRFLDO� FDSLWDO�� WUXVW� DQG�FLYLF� VSLULW� DV
ZHOO� DV� FLYLF� DVVRFLDWLRQV��7KH\�GUDZ�RQ�:RUOG�9DOXH�6XUYH\� GDWD� IRU� ���'0(V� DQG
/'&V�WR�WHVW�WKH�UHODWLRQVKLS�EHWZHHQ�WKHVH�WKUHH�YDULDEOHV�DQG�HFRQRPLF�JURZWK��7KH\
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DUJXH� WKDW� LQ� WUXVWLQJ� VRFLHWLHV�� OHVV� UHFRXUVH� ZLOO� EH� PDGH� WR� HLWKHU� OLWLJDWLRQ� RU� WR
FULPLQDO�SURWHFWLRQ� UDFNHWV� LQ�RUGHU� WR�HQIRUFH�FRQWUDFWV� �DV� LV�FRPPRQ� LQ�SRVW�6RYLHW
5XVVLD�� EXW� QRW� LQ� 3RODQG� RU� WKH� &]HFK� 5HSXEOLF�� IRU� H[DPSOH��� ,Q� WUXVWLQJ� VRFLHWLHV�
RVWUDFLVP�DQG�VKDPH�DUH�WKH�VDQFWLRQV�WKDW�SUHYHQW�EDFNVOLGLQJ�ZLWKLQ�DJUHHPHQWV��7KH
UHVXOWV�RI� WKH�DQDO\VLV�\LHOG�KLJK� WUXVW� VFRUHV� IRU�6FDQGLQDYLD� �������PHGLXP�KLJK� IRU
%ULWDLQ��WKH�86�DQG�WKH�1HWKHUODQGV��������EXW�ORZ�IRU�&KLOH��������0H[LFR�������DQG
%UD]LO� ������ 7KHUH� LV� DOVR� D� YLUWXRXV� FLUFOH� HIIHFW� KHUH�� EHFDXVH� WUXVW� DSSHDUV� WR� EH
VWURQJO\�SRVLWLYHO\�DVVRFLDWHG�ZLWK�ERWK�*'3�JURZWK�DQG�LQYHVWPHQW�JURZWK�

&LYLF� VSLULW� LV� RQO\� VOLJKWO\� OHVV� VWURQJO\� DVVRFLDWHG� ZLWK� WUXVW�� *'3� JURZWK� DQG
LQYHVWPHQW� JURZWK��+RZHYHU�� FRQWUDU\� WR� 3XWQDP� ������� DQG�1DUD\DQ� ��������.QDFN
DQG�.HHIHU� ������� UHSRUW� OLWWOH� HYLGHQFH� RI� EHQHILFLDO� HIIHFWV� IURP� FLYLF� DVVRFLDWLRQV�
7KLV�PD\�EH�EHFDXVH��DOWKRXJK�FLYLF�DVVRFLDWLRQV�FDQ�HQKDQFH�WUXVW��SURGXFLQJ�
3XWQDP

HIIHFWV���WKH\�FDQ�DOVR�SURPRWH�UHQW�VHHNLQJ�EHKDYLRXU�WKDW�IXUWKHUV�JURXS�LQWHUHVWV�DW�WKH
H[SHQVH�RI�WKH�EURDGHU�VRFLDO�JRRG��
2OVRQ
�HIIHFWV���$Q�H[DPSOH�RI�WKH�ODWWHU�LV�SURYLGHG
E\� WKH� 
GHOLEHUDWLRQ� FRXQFLOV
� LQ� -DSDQ� DQG� .RUHD� WKDW� DUH� SUDLVHG� E\� 6HUDJHOGLQ� DQG
*URRWHDUW��IRUWKFRPLQJ��IRU�IDFLOLWDWLQJ�FDSLWDO�DOORFDWLRQ��EXW�ZKLFK�DSSHDU�WR�KDYH�KDG
WKH� XQDQWLFLSDWHG� GUDZEDFN� RI� EOXQWLQJ� WKH� VHQVLWLYLW\� RI� LQYHVWPHQW� WR� ULVN� DQG
SURILWDELOLW\�LQ�WKRVH�FRXQWULHV�

$�FRQVHQVXV�FRQFHUQLQJ�LQGLFHV�RI�LQVWLWXWLRQDO�FDSLWDO�DW�WKH�QDWLRQDO�OHYHO�KDV�\HW�WR�EH
HVWDEOLVKHG��2QH�DSSURDFK�KDV�EHHQ�WR�GUDZ�XSRQ�HVWLPDWHV�RI�FRXQWU\�LQYHVWPHQW�ULVN
�&ODJXH�HW�DO���������$Q�DOWHUQDWLYH�DSSURDFK�LV�WR�DSSO\�WKH�'HOSKL�WHFKQLTXH��VHOHFWLQJ
NH\� FRPSRQHQWV� RI� LQVWLWXWLRQDO� FDSLWDO� DQG� WKHQ� DVNLQJ� LQIRUPHG� GHYHORSPHQW
SUDFWLWLRQHUV� WR� JDXJH� D� VSHFLILF� JRYHUQPHQW
V� DFKLHYHPHQW� LQ� HVWDEOLVKLQJ� WKHP��7KLV
EURDG� DSSURDFK� KDV� EHHQ� XVHIXOO\� DSSOLHG� WR� GHULYH� LQGLFHV� RI� SROLWLFDO� IUHHGRP� DQG
HFRQRPLF�OLEHUDOL]DWLRQ�IRU�WKH�WUDQVLWLRQ�HFRQRPLHV��GH�0HOR�HW�DO���������(OVHZKHUH��LW
KDV�EHHQ�XVHG� WR�JHQHUDWH�DQ� LQGH[�RI� WKH�HIIHFWLYHQHVV�RI�JRYHUQPHQW� LQ�VXE�6DKDUDQ
$IULFD��SHUVRQDO�FRPPXQLFDWLRQ��$��*HOE��

6RPH� RI� WKH� FRQVWLWXHQWV� RI� DQ� LQGH[� RI� QDWLRQDO� LQVWLWXWLRQDO� FDSLWDO� KDYH� D� VSHFLILF
HFRQRPLF� GLPHQVLRQ�� ([DPSOHV� RI� WKLV� DUH� DQ� LQGHSHQGHQW� FHQWUDO� EDQN�� D� VRXQGO\�
UHJXODWHG� ILQDQFLDO� V\VWHP�� D� FRPPRGLW\� UHYHQXH� VWDELOL]DWLRQ� IXQG� DQG� JRYHUQPHQW
UHJXODWRUV�WR�SUHYHQW�WKH�DEXVH�RI�PDUNHW�SRZHU��L�H��WR�VXVWDLQ�D�FRPSHWLWLYHQHVV�SROLF\�
DQG� WR� UHVWULFW� HQYLURQPHQWDO� GDPDJH�� 2WKHU� QDWLRQDO� LQVWLWXWLRQDO� IDFWRUV� DUH� OHVV
GLUHFWO\�ZLWKLQ�WKH�HFRQRPLF�VSKHUH�EXW�GUDZ�RQ�HOHPHQWV�RI�SROLWLFDO�IUHHGRP�VXFK�DV
DQ� HIILFLHQW� OHJDO� V\VWHP�� DQ� HIIHFWLYH� FLYLO� VHUYLFH� �WKDW� LV� LQVXODWHG� IURP� FRUUXSWLQJ
SROLWLFDO�SUHVVXUHV��DQG�JRYHUQPHQW�DFFRXQWDELOLW\��+RZHYHU��DV�$URQ��������FDXWLRQV�
GHPRFUDF\�PD\�EH�D�WZR�HGJHG�VZRUG�IRU�ZKLFK�WKH�EHQHILWV�RI�DFFRXQWDELOLW\�DUH�RIIVHW
E\� GHOD\V� DQG� SROLF\� FRPSURPLVHV� UHTXLUHG� LQ� RUGHU� WR� EXLOG� D� FRQVHQVXV� ZLWKLQ� DQ
XQGHU�LQIRUPHG�HOHFWRUDWH�

7KH� QDWLRQDO� LQVWLWXWLRQV� GHVFULEHG� DERYH� FDQ� LQFUHDVH� WKH� HIILFLHQF\� RI� HFRQRPLF
H[FKDQJHV� DQG� KDYH� SRVLWLYH� 
WRS�GRZQ
� HIIHFWV� RQ� WKH� DFFXPXODWLRQ� RI� ORFDO� VRFLDO
FDSLWDO��7KLV�VKRXOG�PDQLIHVW�LWVHOI�LQ�WKH�EXLOGLQJ�RI�WUXVW�DQG�FLYLF�UHVSRQVLELOLW\�DW�WKH
ORFDO� OHYHO��6XFK�D�SURFHVV�ZLOO� OLNHO\�HQWDLO� WKH�GHYROXWLRQ�RI� ORFDOO\� LPSRUWDQW� VRFLDO
DQG�HFRQRPLF�GHFLVLRQV�WR�ORFDO�DXWKRULWLHV��+RZHYHU��LQ�FDVHV�RI�H[WUHPH�JRYHUQPHQW
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IDLOXUH��IRU�H[DPSOH�ZKHQ�WKHUH�LV�D�JURZWK�FROODSVH��ORFDO�VRFLDO�FDSLWDO�PD\�DVVXPH�D
FULWLFDO� DQG� PRUH� LQGHSHQGHQW� UROH�� /RFDO� VRFLDO� FDSLWDO� PD\� DOVR� DVVXPH� PRUH
SURPLQHQFH� LQ� WKH� HDUO\� VWDJHV� RI� GHYHORSPHQW�� ZKHQ� DQ� LQDGHTXDWH� FRPPXQLFDWLRQ
QHWZRUN� KDPSHUV� ERWK� ORFDO� DQG� QDWLRQDO� LQWHUDFWLRQ�� ,WV� DFFXPXODWLRQ� LV� OLNHO\� WR� EH
DVVLVWHG�XQGHU� VXFK� FLUFXPVWDQFHV� E\� RXWVLGH� DJHQFLHV�� QRWDEO\� WKH�1*2V��2I� FRXUVH�
OLNH� QDWLRQDO� LQVWLWXWLRQDO� FDSLWDO�� ORFDO� VRFLDO� FDSLWDO�PD\� DOVR� GLVLQWHJUDWH� DV�ZHOO� DV
DFFXPXODWH�

����3DWWHUQV�RI�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�DFFXPXODWLRQ

%\�GHSOR\LQJ� WKH�SROLWLFDO�VWDWH�DV�D�SUR[\�IRU� WKH�VWRFN�RI� LQVWLWXWLRQDO�FDSLWDO� DQG� LWV
OLNHO\�UDWH�RI�DFFXPXODWLRQ��WKH�QXPHURXV�IDFWRUV�LQYROYHG�FDQ�EH�GLVWLOOHG�LQWR�D�VLQJOH
LQGH[�� 7KH� VXEFRPSRQHQWV� RI� WKLV� LQGH[� DUH�� LQ� HIIHFW�� FRQWUDFWHG� RXW� WR� RWKHU
UHVHDUFKHUV� IRU� DQDO\VLV� �$URQ� ������� 7KH� DGRSWLRQ� RI� WKH� VWDWH� DV� WKH� FULWLFDO
GHWHUPLQDQW� RI� WKH� UDWH� RI� LQVWLWXWLRQDO� FDSLWDO� DFFXPXODWLRQ� �DQG� WKH� HIILFLHQF\� RI
UHVRXUFH� DOORFDWLRQ� JHQHUDOO\�� UHTXLUHV� D� VLPSOH�� EXW� DOVR� SRZHUIXO�� FODVVLILFDWLRQ� RI
W\SHV�RI�SROLWLFDO�VWDWH��/DO��������SURYLGHV�D�SODWIRUP�RQ�ZKLFK�WR�EXLOG��+H�LQVLJKWIXOO\
FODVVLILHV� GHYHORSLQJ� FRXQWU\� VWDWHV� XVLQJ� WZR� FULWHULD�� WKH� GHJUHH� RI� SROLF\� DXWRQRP\
DQG�WKH�REMHFWLYHV�RI�WKH�VWDWH��7DEOH���SUHVHQWV�DQ�HODERUDWLRQ�RI�KLV�FODVVLILFDWLRQ�ZLWK
VRPH�H[DPSOHV��,W�DOVR�OLQNV�WKH�HLJKW�PDLQ�FDWHJRULHV�RI�SROLWLFDO�VWDWH�WR�FDWHJRULHV�WKDW
DUH� LQ� FRPPRQ� XVH� E\� SROLWLFDO� VFLHQWLVWV�� 7KH� FODVVLILFDWLRQ� LV� FDSDEOH� RI� WLJKWHU
VSHFLILFDWLRQ�DQG�WKDW�LV�DQ�LPSRUWDQW�REMHFWLYH�RI�RQJRLQJ�UHVHDUFK�

TABLE 6

TYPOLOGY OF POLITICAL STATES, AFTER LAL

Autonomy Aims Variants Examples

Autonomous Benevolent Monarchy Brunei
Bureaucracy South Korea

Predatory Authoritarian Zaire
Bureaucratic Peru 68-78

Factional Democratic Consensual Botswana
Polarized Jamaica 72-88

Oligopolistic Plantocracy El Salvador
Populist Argentina 45-90

Source: Auty (1997a).

7KH�DXWRQRPRXV�VWDWH�LV�DEOH�WR�IRUPXODWH�DQG�DFKLHYH�LWV�RZQ�DLPV��/DO�PDNHV�D�XVHIXO
GLVWLQFWLRQ�ZLWKLQ�WKH�DXWRQRPRXV�FDWHJRU\�RQ�WKH�EDVLV�RI�WKH�DLPV�RI�WKH�VWDWH�EHWZHHQ
WKH�SODWRQLF��RU�EHQHYROHQW��VWDWH�DQG�WKH�SUHGDWRU\�VWDWH��,QVWLWXWLRQDO�FDSLWDO�LV�OLNHO\�WR
DFFXPXODWH� IDVWHVW� LQ� WKH� DXWRQRPRXV� EHQHYROHQW� VWDWH�� D� FDWHJRU\� WKDW� KDV� PXFK� LQ
FRPPRQ� ZLWK� WKRVH� /'&V� WKDW� /HIWZLFK� ������� LGHQWLILHV� DV� 
GHYHORSPHQWDO� VWDWHV
�
/HIWZLFK�FRQVLGHUV�WKDW�6RXWK�.RUHD��7DLZDQ��&KLQD��,QGRQHVLD��0DOD\VLD��7KDLODQG�DQG
%RWVZDQD�DUH�GHYHORSPHQWDO�VWDWHV��7KH\�KDYH�VL[�NH\�FKDUDFWHULVWLFV�WKDW�DUH�

�� D�GHWHUPLQHG�GHYHORSPHQWDO�HOLWH��LQ�
�� D�ZHDN�DQG�VXERUGLQDWHG�FLYLO�VRFLHW\��ZKLFK�FRQIHUV�
�� UHODWLYH�DXWRQRP\��WKDW�LV�GHSOR\HG�E\�
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�� D�SRZHUIXO��FRPSHWHQW��LQVXODWHG�HFRQRPLF�EXUHDXFUDF\��LQ�
�� WKH�HIIHFWLYH�PDQDJHPHQW�RI�QRQ�VWDWH�HFRQRPLF�LQWHUHVWV��ZKLOH�
�� SROLWLFDO� OHJLWLPDF\� LV� FRQIHUUHG� ILUVW� E\� UHSUHVVLRQ�� DQG� WKHQ�� E\� SHUIRUPDQFH

�.UDXVH� ������� %XW� ORQJ�GHPRFUDWLF� %RWVZDQD� TXHULHV� WKH� QHFHVVLW\� RI� WKLV� ODVW
FKDUDFWHULVWLF�

7KH� DXWRQRPRXV� EHQHYROHQW� VWDWHV� RI� WKH� UHVRXUFH�GHILFLHQW� (DVW� $VLDQ� 1,&V� IDFHG
SUHVVXUH� IRU� GHPRFUDF\�� %XW� WKH\� PLWLJDWHG� VXFK� SUHVVXUH�� DW� OHDVW� LQLWLDOO\�� E\� WKH
SXUVXLW� RI� UDWLRQDO� ZHOIDUH�PD[LPL]LQJ� HFRQRPLF� SROLFLHV�� 7KHLU� VXFFHVV� LQ� WKLV
REMHFWLYH� HQKDQFHG� WKH� ORQJHYLW\� RI� WKH� UHJLPH� DQG� WKHUHE\� FDSWXUHG� WKH� EHQHILWV� RI
SROLF\� FRQVLVWHQF\�� FUHDWLQJ� D� YLUWXRXV� FLUFOH�� 7KH� FRQFHQWUDWLRQ� RI� SRZHU� E\� WKH
DXWRQRPRXV� SROLWLFDO� VWDWH� LV� GHSOR\HG� WR� FUHDWH� LQVWLWXWLRQV� WKDW� LPSURYH� WKH
HIIHFWLYHQHVV�RI�HFRQRPLF�WUDQVDFWLRQV��7KLV��WRJHWKHU�ZLWK�DQ�H[LVWLQJ�VROLG�IRXQGDWLRQ
RI� �ORFDO�� VRFLDO� FDSLWDO�� IDFLOLWDWHG� WKH� UDSLG� DFFXPXODWLRQ� RI� LQVWLWXWLRQDO� FDSLWDO�
DORQJVLGH�SURGXFHG�FDSLWDO�DQG�VNLOO�

7KH�IDFWLRQDO�VWDWH�LV�FRQVWUDLQHG�E\�WKH�QHHG�WR�DSSHDVH�SROLWLFDO�JURXSLQJV��6XFK�VWDWHV
KDYH� YDU\LQJ� FRPELQDWLRQV� RI� DXWRQRP\� DQG� REMHFWLYHV� DQG� WKH\� WHQG� WR� DFFXPXODWH
LQVWLWXWLRQDO� FDSLWDO� PRUH� VORZO\� WKDQ� DXWRQRPRXV� EHQHYROHQW� VWDWHV�� ,Q� WKH� OHDVW
IDYRXUDEOH�FDVHV��IRU�H[DPSOH��D�SRODUL]HG�GHPRFUDF\�RU�D�SUHGDWRU\�DXWKRULWDULDQ�VWDWH��
WKH\�DUH�OLNHO\�WR�GLPLQLVK�WKH�VWRFN�RI�LQVWLWXWLRQDO�FDSLWDO��7KH�WZR�PDLQ�VXE�JURXSV�RI
WKH� IDFWLRQDO� VWDWH�DUH� WKH�ROLJRSROLVWLF� VWDWH� �LQ�ZKLFK� ORQJ�HVWDEOLVKHG��SRZHUIXO� HOLWH
JURXSV�PD\�PDQLSXODWH�WRNHQ�GHPRFUDFLHV��DQG�WKH�GHPRFUDWLF�VWDWH��(DFK�FDQ�XVHIXOO\
EH� IXUWKHU� VXEGLYLGHG� �7DEOH� ���� 7KH� GHYHORSPHQWDO� VWDWH� LV� XQFRPPRQ� LQ� /DWLQ
$PHULFD�DQG�VXE�6DKDUDQ�$IULFD��,Q�/DWLQ�$PHULFD��ODQGHG�HOLWHV�KDYH�WHQGHG�WR�VXVWDLQ
SRZHU� ORQJ� DIWHU� WKH� DFKLHYHPHQW� RI� LQGHSHQGHQFH� IURP� WKH� FRORQLDO� SRZHUV�� :KHQ
WKRVH� HOLWHV�ZHUH� HYHQWXDOO\� GLVSODFHG�� LW� ZDV� RIWHQ� E\� QHZ� VHFWLRQDO� LQWHUHVW� JURXSV�
.XUHU� ������� DUJXHV� WKDW� WKH� FOLHQWHOLVWLF� UHODWLRQV� RI� WKH� QHZ� JURXSV� XQGHUPLQHG� WKH
HIIHFWLYHQHVV� RI� JRYHUQPHQW�� FRUURGHG� LQVWLWXWLRQV� DQG� DGYHUVHO\� DIIHFWHG� ORQJ�WHUP
HFRQRPLF� JURZWK�� &RQVHTXHQWO\�� WKH� VXFFHVVRU� VWDWHV� WR� WKH� SODQWRFUDFLHV� IDLOHG� WR
GHYHORS�OHJLWLPDF\��D�IDFW�WKDW�LV�UHIOHFWHG�LQ�WKH�ORZ�WUXVW�UDWLRV�UHSRUWHG�IRU�WKDW�UHJLRQ
E\�.QDFN�DQG�.HHIHU��������

,Q� VXE�6DKDUDQ� $IULFD�� HWKQLF� OR\DOWLHV� GHIOHFWHG� SROLWLFDO� HQHUJLHV� LQWR� VWUDWHJLHV� IRU
SROLF\�FDSWXUH�E\�VSHFLILF�WULEHV�RU�WULEDO�FRDOLWLRQV��6XFK�JURXSV�KDYH�UDUHO\�VXFFHHGHG
LQ�HVWDEOLVKLQJ�WKHLU�SROLWLFDO�OHJLWLPDF\�DQG�WKH�HQG�UHVXOW�KDV�EHHQ�UHSUHVVLRQ�WKDW�ULVNV
GHWHULRUDWLQJ�LQWR�D�VHTXHQFH�RI�YLROHQW�JRYHUQPHQW�FKDQJHV��$OHVLQD�DQG�3HURWWL�������
VKRZ� WKLV� RXWFRPH� WR� EH� QHJDWLYHO\� DVVRFLDWHG� ZLWK� HFRQRPLF� JURZWK�� (DVWHUOH\� DQG
/HYLQH� ������� DQDO\VH� WKH� LPSDFW�RI� HWKQLF�GLYHUVLW\�RQ� WKH� HFRQRPLF�SHUIRUPDQFH�RI
VXE�6DKDUDQ� $IULFD� PRUH� VSHFLILFDOO\�� 7KH\� ILQG� WKDW� XS� WR� WZR�ILIWKV� RI� WKH� JURZWK
GLIIHUHQWLDO�EHWZHHQ�VXE�6DKDUDQ�$IULFD�DQG�(DVW�$VLD�FDQ�EH�H[SODLQHG�E\�GLIIHUHQFHV
LQ� LQGLFHV� RI� SXEOLF� SROLF\� HIIHFWLYHQHVV�� VXFK� DV� \HDUV� RI� VFKRROLQJ�� WHOHSKRQHV� SHU
ZRUNHU��FLYLF�DVVRFLDWLRQV��EXGJHW�GHILFLWV��EODFN�PDUNHW�SUHPLXPV�DQG�ILQDQFLDO�GHSWK�
.QDFN�DQG�.HHIHU�DVFULEH�WKH�XQIDYRXUDEOH�VXE�6DKDUDQ�$IULFDQ�UDWLR�WR�SROLF\�IDLOXUH
DULVLQJ�IURP�WKH�SUHRFFXSDWLRQ�RI�HDFK�JURXS�ZLWKLQ�HWKQLFDOO\�GLYHUVLILHG�VRFLHWLHV�ZLWK
VHHNLQJ� WR� PD[LPL]H� LWV� ZHOIDUH�� (FRQRPLF� SROLF\� XQGHU� VXFK� FLUFXPVWDQFHV� LV
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FRQGLWLRQHG�E\� WKH�QHHG� IRU�FRDOLWLRQ�EXLOGLQJ�DQG� ODFNV� FRKHVLRQ�EHFDXVH� HDFK�JURXS
VHHNV�WR�ERRVW�LWV�RZQ�LQWHUHVWV��LUUHVSHFWLYH�RI�WKH�LPSOLFDWLRQV�IRU�VRFLHW\�DV�D�ZKROH�

(OVHZKHUH��.UXHJHU�HW�DO���������SUHVHQW�HPSLULFDO�HYLGHQFH�RI�WKH�VFDOH�RI�WKH�GDPDJH
LQIOLFWHG� E\� VXFK� SROLF\� GLVWRUWLRQV� ZKLFK� H[KLELWHG� HVSHFLDOO\� KLJK� UDWHV� RI� UHYHQXH
H[WUDFWLRQ� LQ� VXE�6DKDUDQ� $IULFD�� 7KH\� VKRZ� WKDW� GLUHFW� DJULFXOWXUDO� WD[DWLRQ� LQ� VXE�
6DKDUDQ�$IULFD� KDV� DYHUDJHG�����RI� UHYHQXH�� VRPH� IRXU� WLPHV� WKDW� RI�/DWLQ�$PHULFD
DQG�WHQ�WLPHV�$VLDQ�UDWHV��7KH�ILJXUH�GRXEOHV�ZKHQ� LQGLUHFW� WD[HV��VXFK�DV�RYHUYDOXHG
H[FKDQJH�UDWHV�DUH�DGGHG��.UXHJHU�HW�DO���������,Q�IDFW�WKH�UDWHV�RI�WD[DWLRQ�KDYH�UHDFKHG
OHYHOV�ZHOO�DERYH�WKRVH�UHTXLUHG�WR�PD[LPL]H�WKH�WD[�WDNH��3DUW�RI�WKH�UHDVRQ�IRU�WKLV�LV
LPSHUIHFW�LQIRUPDWLRQ�DULVLQJ�RXW�RI�WKH�FRPSOH[�LQWHUSOD\�RI�QXPHURXV�GLVWRUWLRQV��%XW
DQRWKHU� UHDVRQ� OLHV� LQ� WKH� VKRUW� WLPH� KRUL]RQV� RI� IDFWLRQDO� JRYHUQPHQWV�� 6XFK
JRYHUQPHQWV� UHFRJQL]H� WKDW� IDUPHUV� �DQG�PLQLQJ�FRPSDQLHV�HYHQ�PRUH� VR��RIWHQ�KDYH
KLJK� IL[HG� FRVWV�� DV� LQ� WKH� FDVH� RI� WUHH� FURSV�� *RYHUQPHQW� RIILFLDOV� VHW� WD[� UDWHV� LQ
UHODWLRQ� WR� WKH� YDULDEOH� FRVWV� RI� SURGXFWLRQ� DQG�� LQ� HIIHFW� FDSWXUH� WKH� UHWXUQV� WR� WKH
IDUPHUV
� LQYHVWPHQW� LQ�SODQWLQJ��)RU�H[DPSOH��0FPLOODQ��������ILQGV�WKDW�FURSV�ZLWK�D
UHODWLYHO\� KLJK� UDWLR� RI� VXQN� FRVWV� WR� WRWDO� FRVWV� VXFK� DV� FRFRD� DQG� FRIIHH� KDYH� EHHQ
PXFK�PRUH�KHDYLO\�WD[HG�WKDQ�FURSV�ZLWK�UHODWLYHO\�ORZ�VXQN�FRVWV��VXFK�DV�JURXQGQXWV�
)DUPHUV� UHVSRQG� E\� ZLWKGUDZLQJ� IURP� SODQWLQJ� WKH� QH[W� WLPH� URXQG�� VR� WKDW� WKH
JRYHUQPHQW� UHYHQXH� EDVH� VKULQNV�� FUHDWLQJ� HYHQ� JUHDWHU� SUHVVXUH� WR� VTXHH]H� UHYHQXHV
IURP�HOVHZKHUH�LQ�WKH�V\VWHP�

6XFK� FRXQWHU�SURGXFWLYH� SROLFLHV� GR� DSSHDU� WR� EH� PRUH� FRPPRQ� LQ� WKH� UHVRXUFH�ULFK
FRXQWULHV�� /DQH� DQG� 7RUQHOO� ������� DUJXH� WKDW� FRPPRGLW\� ZLQGIDOOV� LQ� UHVRXUFH�ULFK
FRXQWULHV�DUH�OLNHO\�WR�HQJHQGHU�DQ�LQWHQVLILFDWLRQ�RI�UHGLVWULEXWLYH�DFWLYLW\��WKH�
YRUDFLW\
HIIHFW
��� HVSHFLDOO\� ZKHUH� JRYHUQPHQWV� DUH� ZHDN�� &RPSHWLWLRQ� IRU� UHQWV� FDXVHV� SXEOLF
VXEVLGLHV� DQG� RWKHU� IRUPV� RI� WUDQVIHU� �FRQVWUXFWLRQ� SURMHFWV�� SXEOLF�VHFWRU� ORDQV� DQG
KLJKHU�SXEOLF�VHFWRU�HPSOR\PHQW�DQG�RU�ZDJHV�� WR�JURZ�IDVWHU� WKDQ� WKH� LQFUHDVH� LQ� WKH
ZLQGIDOO��7KLV�ORZHUV�WKH�UHWXUQ�WR�LQYHVWPHQW�DQG�VORZV�HFRQRPLF�JURZWK��DV�RFFXUUHG�
IRU�H[DPSOH��LQ�7ULQLGDG�DQG�7REDJR��$XW\�DQG�*HOE�������

,QVWLWXWLRQDO�FDSLWDO�PD\�YDU\� WKURXJK� WLPH�DV�ZHOO� DV� DFURVV� FRXQWULHV��.LOOLFN� ������
VSHFXODWHV� WKDW� WKH� UDWH� RI� DFFXPXODWLRQ� RI� LQVWLWXWLRQDO� DQG� VRFLDO� FDSLWDO� ZLOO� YDU\
V\VWHPDWLFDOO\�ZLWK�WKH�OHYHO�RI�SHU�FDSLWD�LQFRPH��+H�VXJJHVWV�WKDW�WKH�SRVLWLYH�LPSDFW
RI�LQVWLWXWLRQV�PD\�ILUVW�ZD[�DQG�WKHQ�ZDQH�DV�GHYHORSPHQW�SURFHHGV��MXVW�DV�WKH�UDWHV�RI
VDYLQJ� DQG� RI� HFRQRPLF� JURZWK� ILUVW� DFFHOHUDWH� DQG� WKHQ� VORZ� GRZQ� �6\UTXLQ� DQG
&KHQHU\� ������� 0RUH� VSHFLILFDOO\�� DW� ORZ�LQFRPH� OHYHOV�� /'&V� ODFN� WKH� LQVWLWXWLRQV
QHHGHG� WR� XVH� FDSLWDO� HIILFLHQWO\� DQG� UHTXLUH� QHZ� IRUPV� RI� VRFLDO� FDSLWDO�� 7KH
GHILFLHQFLHV�DUH�ZHOO�GHVFULEHG�E\�-RKQVRQ� �������DQG�2ZHQ� �������ZLWK� UHIHUHQFH� WR
,QGLD� LQ� WKH� ����V�� 7KH� EDVLF� XQLW� RI� VRFLR�HFRQRPLF� RUJDQL]DWLRQ�� WKH� YLOODJH�� LV� WRR
VPDOO� WR� VXSSRUW� FRPSHWLWLYH� EDQNLQJ�� FURS�PDUNHWV� DQG� DQ� DOO�ZHDWKHU� URDG�� ZLWKRXW
ZKLFK� OLWWOH� SURJUHVV� FDQ� EH� PDGH� LQ� VSHFLDOL]LQJ� LQ� KLJK�SURGXFWLYLW\� FURSV�� WKH
UHVSRQVH�UHTXLUHG�WR�ERRVW�LQFRPHV�ZKHUH�ODQG�DQG�ODERXU�DUH�VFDUFH��7UDQVDFWLRQ�FRVWV
DUH�KLJK��LPSRVLQJ�D�GHYHORSPHQWDO�WUDS��ZKLFK�WKH�IRVWHULQJ�RI�SRVLWLYH�VRFLDO�FDSLWDO�
ORFDOO\�WULJJHUHG�DW�WKLV�VWDJH��FDQ�KHOS�WR�UHGXFH��%XW�DV�GHYHORSPHQW�SURFHHGV��KRZHYHU
VORZO\�� WKH� IXQFWLRQ� RI� VRFLDO� FDSLWDO� ZLOO� FKDQJH� EHFDXVH�� XOWLPDWHO\�� QDWLRQDO
LQVWLWXWLRQDO� FDSLWDO� GRPLQDWHV�� 7KLV� LV� EHFDXVH�� 
ODUJH� DQRQ\PRXV� PDUNHWV� DUH� PRUH
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HIIHFWLYH�WKDQ�>LQIRUPDO@�QHWZRUNV�EHFDXVH�WKH� 
EHVW
�EX\HU�RU�VHOOHU�PD\�QRW�EH�SDUW�RI
WKH� QHWZRUN�
� �6HUDJHOGLQ� DQG�*URRWHDUW� IRUWKFRPLQJ�� ������ ,W�PD\�ZHOO� EH�� WKHUHIRUH�
WKDW�GXULQJ� WKH�PLGGOH� OHYHO� VWDJHV�RI� WKH�HFRQRPLF� WUDQVLWLRQ�� WKH� UHDOL]DWLRQ�RI� UDSLG
JURZWK� DQG� IXOILOPHQW� RI� ULVLQJ� H[SHFWDWLRQV� IRVWHUV� WKH� SRVLWLYH� HYROXWLRQ� RI� VRFLDO
FDSLWDO�

+RZHYHU��.LOOLFN�JRHV�RQ�WR�DUJXH�WKDW�DW�KLJK�LQFRPH�OHYHOV��LQVWLWXWLRQV�PD\�EHFRPH
VR� HODERUDWH� DQG� SRZHUIXO� DV� WR� GDPDJH� WKH� HIILFLHQF\� RI� UHVRXUFH� XVH� GXH� WR� 
2OVRQ

HIIHFWV��,Q�DGGLWLRQ��DV�QRWHG�LQ�6HFWLRQ������DV�WKH�QDWLRQDO�SRSXODWLRQ�DJHV��LW�EHFRPHV
PRUH�UHVLVWDQW�WR�FKDQJH�DQG�WKH�UDWLR�RI�ZRUNHUV�WR�GHSHQGDQWV�DOVR�GHWHULRUDWHV��6RFLDO
FDSLWDO�PD\�DOVR�GHFOLQH�EHFDXVH�RI�WKH�ULVLQJ�RSSRUWXQLW\�FRVW�RI�WKH�WLPH�LQSXW�UHTXLUHG
WR�PDLQWDLQ� VRFLDO� JURXSV�� ,W� VKRXOG� EH� QRWHG� WKDW� VRFLDO� DQG� LQVWLWXWLRQDO� FDSLWDO� FDQ
UHJUHVV�DW� ORZHU�LQFRPH�OHYHOV�DOVR��DV� LQ� WKH�IDFH�RI�SURIRXQG�VRFLR�HFRQRPLF�VKRFNV
WKDW�FDXVH�VL]HDEOH�QXPEHUV�RI�LQGLYLGXDOV�WR�ZLWKGUDZ�IURP�FLYLO�VRFLHW\�
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6HFWLRQV�,,�9�KDYH�H[DPLQHG�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW
DQG�SURGXFHG�FDSLWDO��QDWXUDO�FDSLWDO�� VNLOO�DQG� LQVWLWXWLRQDO�FDSLWDO��7KLV�VHFWLRQ�RI� WKH
SDSHU� GLVWLOV� WKH� LQVLJKWV� IURP� WKHVH� UHODWLRQVKLSV� LQWR� PRGHOV� RI� UHVRXUFH�ULFK
GHYHORSPHQW�DQG�UHVRXUFH�GHILFLHQW�GHYHORSPHQW��7KH�ODWWHU�SURYLGHV�D�XVHIXO�FRXQWHU�
IDFWXDO�WR�WKH�WUDMHFWRU\�RI�UHVRXUFH�DEXQGDQW�GHYHORSPHQW��7KH�PRGHOV�DUH�GHYHORSHG�LQ
WZR�VWDJHV��WKH�GLIIHUHQFH�EHLQJ�WKH�DGGLWLRQ�RI�SROLF\�YDULDEOHV�LQ�WKH�VHFRQG�VWDJH��VHH
�����

����'LYHUJLQJ�GHYHORSPHQW�PRGHOV��VHTXHQFHG�LQGXVWULDOL]DWLRQ�YHUVXV�VWDSOH�WUDS

6DFKV� �������GUDZV�RQ�DQ� HDUOLHU� HPSLULFDO� VWXG\�RI� WKH� FRQWUDVWLQJ� UHVSRQVHV�RI�(DVW
$VLDQ�DQG�/DWLQ�$PHULFDQ�FRXQWULHV� WR� WKH�GHEW�FULVLV� �6DFKV������� WR� VNHWFK� D� WKUHH�
VHFWRU� PRGHO� WKDW� FDSWXUHV� NH\� IHDWXUHV� RI� ERWK� UHVRXUFH�ULFK� DQG� UHVRXUFH�GHILFLHQW
GHYHORSPHQW�� 7KH� WKUHH� VHFWRUV� FRPSULVH� D� UHVRXUFH� VHFWRU� �5��� ZKRVH� RXWSXW� LV
H[RJHQRXVO\� GHWHUPLQHG� DQG� FRPELQHV� LPSRUWHG� LQSXWV� ZLWK� LQWHQVLYH� XVH� RI� ODQG�� D
ODERXU�LQWHQVLYH�PDQXIDFWXULQJ� VHFWRU� �0��ZLWK� FRQVWDQW� UHWXUQV� WR� VFDOH�� DQG� D� QRQ�
WUDGHDEOH�VHFWRU��1��ZKLFK�LV�FDSLWDO�LQWHQVLYH�DQG�XVHV�DQ�LQWHUQDWLRQDOO\�WUDGHG�LQSXW�
7KUHH�EDVLF�SURSHUWLHV�RI�WKH�PRGHO�DUH��ILUVW��UHDO�ZDJHV�LQ�WKH�WZR�HFRQRPLHV�PRYH�LQ
RSSRVLWH�GLUHFWLRQV�LQ�UHVSRQVH�WR�ULVLQJ�SULFHV�IRU�5��VHFRQG��WKH�SURGXFWLRQ�VWUXFWXUH�LQ
WKH� UHVRXUFH�ULFK� HFRQRP\� WHQGV� WRZDUGV� VSHFLDOL]DWLRQ�ZKHUHDV� WKDW� RI� WKH� UHVRXUFH�
GHILFLHQW�HFRQRP\�GRHV�QRW��DQG�WKLUG��FDSLWDO�DFFXPXODWLRQ�LQ�1�FDQ�EH�VXVWDLQHG�LQ�WKH
UHVRXUFH�GHILFLHQW� HFRQRP\�� EXW� HYHQWXDOO\� UHTXLUHV� D� VKDUS� DQG� SROLWLFDOO\� FRVWO\
FRUUHFWLRQ�LQ�UHDO�ZDJHV�LQ�RUGHU�WR�GR�VR�LQ�WKH�UHVRXUFH�ULFK�HFRQRP\�

0RUH�VSHFLILFDOO\��DQ�H[SDQVLRQ�RI�5�LQ�WKH�UHVRXUFH�ULFK�HFRQRP\�FDXVHV�UHDO�ZDJHV�WR
ULVH�LQ�1��EXW�QRW�LQ�0��7KLV�UHVXOWV�LQ�DQ�H[SDQVLRQ�RI�1�DQG�D�FRQWUDFWLRQ�RI�0��,I�WKH
JURZWK�LQ�5�LV�VWURQJ�HQRXJK��WKH�VKULQNDJH�LQ�0�PD\�EH�GRZQ�WR�QRWKLQJ��OHDYLQJ�DOO
WKH�ZRUNIRUFH� LQ�1�ZLWK�KLJKHU� UHDO�ZDJHV��7KLV�SURFHVV� UHIOHFWV� WKH� LPSDFW�RI�'XWFK
GLVHDVH�HIIHFWV��+RZHYHU��E\�GHILQLWLRQ��ZLWKLQ�WKH�UHVRXUFH�GHILFLHQW�HFRQRP\��5�FDQQRW
H[SDQG�RQ�D� VLPLODU� VFDOH� VR� WKDW� WKH�PDMRULW\�RI�ZRUNHUV� WKHUH� UHPDLQ� LQ�0�DQG� WKH\
H[SHULHQFH�D�UHDO�ZDJH�GHFOLQH�GXH�WR�WKH�KLJKHU�SULFH�WKH\�PXVW�SD\�IRU�JRRGV�VHUYLFHV
IURP�1��0HDQZKLOH��WKH�WUDGHDEOH�VHFWRU�RI�WKH�UHVRXUFH�ULFK�HFRQRP\�KDV�VSHFLDOL]HG�LQ
5��ZKLOH�WKDW�RI�WKH�UHVRXUFH�GHILFLHQW�HFRQRP\�LQFOXGHV�ERWK�5�DQG�0�

%XW� WKH�SURFHVV�RI� ULVLQJ� UHDO�ZDJHV�FDQ�RQO\�FRQWLQXH� LQ� WKH� UHVRXUFH�ULFK�FRXQWU\� DV
ORQJ�DV�WKH�H[SDQVLRQ�LQ�5�ZLOO�VXVWDLQ�LW�� ,W�ZLOO�EH�UHFDOOHG�WKDW� WKH�JURZWK�LQ�1�ZLOO
FDXVH�DQ�H[SDQVLRQ�LQ�WKH�YROXPH�RI�LPSRUWHG�LQSXWV�XVHG�E\�1��:KHQ�5�FDQ�QR�ORQJHU
H[SDQG�DW�D�VXIILFLHQWO\�UDSLG�UDWH��D�UHDO�GHSUHFLDWLRQ�RI� WKH�H[FKDQJH�UDWH� LV�UHTXLUHG�
7KLV�ZLOO�SXVK�XS�WKH�FRVW�RI�LPSRUWHG�LQSXWV�DQG�FDXVH�UHDO�ZDJHV�LQ�1�WR�GHFOLQH��7KH
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GHFOLQH�ZLOO�FRQWLQXH�XQWLO�VXFK�WLPH�DV�DQ�H[SDQVLRQ�RI�0�DW�ODVW�EHFRPHV�IHDVLEOH��WKDW
LV��WKH�FRXQWU\�KDV�HIIHFWLYHO\�UHWXUQHG�WR�D�UHVRXUFH�GHILFLHQW�FRQGLWLRQ��7KLV�VLWXDWLRQ
RFFXUUHG� LQ� ,QGRQHVLD� RYHU� WKH� SHULRG� RI� VRIWHQLQJ� RLO� SULFHV� �������� �$XW\� DQG
0LNHVHOO� IRUWKFRPLQJ��� +RZHYHU�� ,QGRQHVLD� WKHQ� IXQFWLRQHG� DV� DQ� DXWRQRPRXV
EHQHYROHQW�VWDWH�DQG�D�IDFWLRQDO�VWDWH�ZRXOG�EH�OLNHO\�WR�KDYH�JUHDWHU�GLIILFXOW\�LQ�FRSLQJ
ZLWK�WKH�SROLWLFDO�XQSRSXODULW\�RI�WKH�ODUJH�GHSUHFLDWLRQ�LQ�WKH�UHDO�ZDJH�WKDW�LV�UHTXLUHG�
7KH�ILHUFH�RSSRVLWLRQ�WR�VXFK�D�FRXUVH�UHQGHUV�UHIRUP�PXFK�PRUH�GLIILFXOW�LQ�XQGHU�VXFK
D�JRYHUQPHQW�

7KH� GLIIHULQJ� UHVSRQVHV� RI� WKH� WZR� HFRQRPLHV� WR� FDSLWDO� DFFXPXODWLRQ� UHIOHFW� WKH
GLIIHULQJ�HODVWLFLW\�RI�GHPDQG�IRU�SULPDU\�SURGXFWV�FRPSDUHG�ZLWK�PDQXIDFWXUHG�JRRGV�
%DVLFDOO\��LW�LV�DVVXPHG�WKDW� WKHUH�LV�JUHDWHU�VFRSH�WR�H[SDQG�WKH�SURGXFWLRQ�RI� ODERXU�
LQWHQVLYH�PDQXIDFWXUHG�JRRGV�WKDQ�WKHUH�LV�WR�H[SDQG�SULPDU\�SURGXFWV��0RUHRYHU��LW�LV
DOVR� DVVXPHG� WKDW� DQ� LQFUHDVHG� IORZ� RI� FDSLWDO� LQWR� 1� ZLWKLQ� D� UHVRXUFH�GHILFLHQW
HFRQRP\�WULJJHUV�SURGXFWLYLW\�JDLQV�WKDW�RXWZHLJK�DQ\�DGYHUVH�UHDO�ZDJH�HIIHFWV��7KLV�LV
EHFDXVH� RI� WKH� LPSHUDWLYH� LQ� WKH� UHVRXUFH�GHILFLHQW� HFRQRP\� WR� PDLQWDLQ� WKH
FRPSHWLWLYHQHVV� RI�0� �VHH� 6HFWLRQ� ���� IRU� D� IXOOHU� MXVWLILFDWLRQ��� 7KH� H[SDQVLRQ� RI�1
WKHUHIRUH�HQKDQFHV�WKH�FRPSHWLWLYHQHVV�RI�0��ZKHUH�UHDO�ZDJHV�KDG�LQLWLDOO\�IDOOHQ��VR
WKDW� SURGXFWLRQ� H[SDQGV�� $Q\� VXEVHTXHQW� GHWHULRUDWLRQ� LQ� WKH� WHUPV� RI� WUDGH� RI� WKH
UHVRXUFH�GHILFLHQW� HFRQRP\�� WULJJHUV� D� UHDO� GHSUHFLDWLRQ� RI� WKH� H[FKDQJH� UDWH� WKDW
VWUHQJWKHQV�WKH�FRPSHWLWLYHQHVV�RI�WKH�PDQXIDFWXULQJ�VHFWRU��7KLV�IXUWKHU�GLYHUVLILHV�WKH
HFRQRP\�DZD\�IURP�GHSHQGHQFH�RQ�5��0RUH�LPSRUWDQW��LW�ZLOO�DOVR�XOWLPDWHO\�UDLVH�UHDO
ZDJHV�EHFDXVH� WKH� H[SDQGLQJ�SURGXFWLRQ�RI�0�DEVRUEV� VXUSOXV� ODERXU� DQG� SXVKHV� WKH
ODERXU�PDUNHW�WR�LWV�WXUQLQJ�SRLQW�DW�ZKLFK�WLPH�UHDO�ZDJHV�ZLOO�ULVH��7KLV�VSHHG�RI�WKH
ODERXU�DEVRUSWLRQ�LV�DFFHOHUDWHG�LQ�WKH�FDVH�RI�WKH�UHVRXUFH�GHILFLHQW�HFRQRP\�E\�WKH�IDFW
WKDW�LWV�SDVVDJH�WKURXJK�WKH�GHPRJUDSKLF�F\FOH�LV�FRPSUHVVHG�FRPSDUHG�ZLWK�WKH�PRUH
OHLVXUHO\�F\FOH�RI�WKH�UHVRXUFH�ULFK�HFRQRP\�

,Q� FRQWUDVW�� DQ� LQIORZ� RI� FDSLWDO� LQWR� 1� ZLWKLQ� WKH� UHVRXUFH�ULFK� FRXQWU\� ODFNV� WKH
HIILFLHQF\�LQFHQWLYH�WKDW�WKH�UHVRXUFH�GHILFLHQW�FRXQWU\�GHULYHV�IURP�WKH�QHHG�WR�HQVXUH
WKDW�0�UHPDLQV�FRPSHWLWLYH��7KHUHIRUH��DV�D�FRQVHTXHQFH�RI�WKH�'XWFK�GLVHDVH�HIIHFWV�RQ
0�LQ�WKH�UHVRXUFH�ULFK�FRXQWU\��ZKHQ�WKH�H[SDQVLRQ�RI�5�HYHQWXDOO\�VORZV�RU�FHDVHV��WKH
FRQWLQXHG� DFFXPXODWLRQ� RI� FDSLWDO� UHTXLUHV� HLWKHU� D� VKDUS� GHSUHFLDWLRQ� RI� WKH� UHDO
H[FKDQJH� UDWH� DQG� UHDO�ZDJHV�� DV� QRWHG� HDUOLHU�� RU� HOVH� UHFRXUVH� WR� IRUHLJQ� ERUURZLQJ�
%XW�WKH�ODWWHU�PHUHO\�SRVWSRQHV�WKH�UHTXLUHG�H[WHUQDO�DGMXVWPHQW�XQWLO�WKH�HPHUJHQFH�RI
GHEW�VHUYLFH�SUREOHPV�ILQDOO\�IRUFHV�UHIRUPV�

7KHVH� VKDUSO\� FRQWUDVWLQJ� WUHQGV� LQ� UHDO�ZDJHV�� SURGXFWLRQ� VWUXFWXUH� DQG� FDSLWDO� IORZV
EHWZHHQ� WKH� WZR� UHVRXUFH� HQGRZPHQWV� DOVR� DIIHFW� WKH� DFFXPXODWLRQ� RI� VNLOO� �DQG
LQVWLWXWLRQDO�FDSLWDO���,W�PD\�EH�DVVXPHG�WKDW�WKH�H[SRUW�RI�5�KDV�OLPLWHG�OHDUQLQJ�HIIHFWV
FRPSDUHG�ZLWK�WKH�SURGXFWLRQ�RI�PDQXIDFWXUHG�H[SRUWV��FRQVLVWHQW�ZLWK�WKH�0DWVX\DPD
�������PRGHO�ZLWK�HFRQRP\�ZLGH�H[WHUQDOLWLHV�IURP�OHDUQLQJ�E\�GRLQJ�VSLOORYHU�HIIHFWV
RI� PDQXIDFWXULQJ�� 6XFK� VSLOORYHU� HIIHFWV� ERRVW� SURGXFWLYLW\� JURZWK� DQG� ZLGHQ� WKH
FRPSDUDWLYH�DGYDQWDJH�RI�WKH�UHVRXUFH�GHILFLHQW�HFRQRP\��$�VHFRQG�VRXUFH�RI�GLYHUJLQJ
UDWHV�RI�VNLOO�DFFXPXODWLRQ�EHWZHHQ�UHVRXUFH�ULFK�DQG�UHVRXUFH�GHILFLHQW�FRXQWULHV�OLHV�LQ
GLIIHUHQFHV�LQ�WKH�LQFHQWLYH�WR�GLUHFWO\�LQYHVW�LQ�HGXFDWLRQ��7KLV�LV�FRQVLVWHQW�ZLWK�FDVH
VWXGLHV� �6LDPZDOOD� ������ DQG� FURVV�FRXQWU\� FRPSDULVRQV� �%LUGVDOO� HW� DO�� ������ DQG
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6DFKV� ������� PRGHOV� WKLV� RXWFRPH� E\� DGGLQJ� D� IRXUWK� VHFWRU�� HGXFDWLRQ� �(��� WR� KLV
PRGHO�

7KH�PRGHO�RI� VNLOO� DFFXPXODWLRQ� DVVXPHV� D� WZR�SHULRG� OLIH� F\FOH� LQ�ZKLFK�SHRSOH� DUH
LQLWLDOO\�XQVNLOOHG�ZRUNHUV�EXW�FDQ� WKHQ�FKRRVH�ZKHWKHU� WR� LQYHVW� LQ� WKH� DFTXLVLWLRQ�RI
VNLOO�RU�QRW��7KLV�DVVXPSWLRQ�LPSOLHV�WKDW�LQ�3HULRG���WKHUH�DUH�XQVNLOOHG�ZRUNHUV��VNLOOHG
ZRUNHUV�DQG�HGXFDWRUV��7KH�PRGHO�DOVR�DVVXPHV�WKDW�WKH�IXWXUH�SURGXFWLYLW\�RI�VWXGHQWV
GHSHQGV�XSRQ� WKH�SURGXFWLYLW\�RI� WKHLU� WHDFKHUV�� VR� WKDW� HDFK� WHDFKHU� LV� EHWWHU� WUDLQHG�
(QGRJHQRXV� JURZWK� ZLWKLQ� WKH� PRGHO� LV� WKHUHE\� VXVWDLQHG�� %DVLFDOO\�� ZLWKLQ� WKHVH
SDUDPHWHUV��\RXQJHU�ZRUNHUV�ZLOO�RSW�IRU�HGXFDWLRQ�DV�ORQJ�DV�WKH�GLVFRXQWHG�DGGLWLRQDO
ZDJH�H[FHHGV�WKH�FRVWV�RI�DFTXLULQJ�HGXFDWLRQ�

7KH� PHFKDQLVP� IRU� WKH� GLYHUJHQFH� LQ� VNLOO� DFFXPXODWLRQ� IXQFWLRQV� DV� IROORZV�� ,I� D
FKDQJH�LQ�WKH�RXWSXW�RU�SULFH�RI�5�RFFXUV�ZLWKLQ�WKH�UHVRXUFH�ULFK�FRXQWU\��LW�SXVKHV�XS
ZDJHV� LQ� WKH� �XQVNLOOHG�� QRQWUDGHDEOH� VHFWRU��1�� ,W� LV� WKHUHIRUH� IHDVLEOH� WKDW� XQVNLOOHG
ZRUNHUV�DV�ZHOO�DV�WKH�VNLOOHG�ZRUNHUV�ZLOO�ILQG�LW�PRUH�UHPXQHUDWLYH�WR�ZRUN�LQ�1�WKDQ
LQ�0��7KHUHIRUH�\RXQJHU�ZRUNHUV�ZLOO�ZRUN�LQ�1�DQG�WKH\�ZLOO�EH�EHWWHU�RII�LI�WKH\�PDNH
QR� LQYHVWPHQW� LQ� HGXFDWLRQ�� 7KH� UHVRXUFH�ULFK� HFRQRP\� WKHUHIRUH� VSHFLDOL]HV� LQ
QRQWUDGHDEOHV�DQG�WKHUH�LV�QHLWKHU�D�FRPSHWLWLYH�PDQXIDFWXULQJ�VHFWRU�QRU�DQ�HGXFDWLRQ
VHFWRU�� ,Q� FRQWUDVW�� ZLWKLQ� WKH� UHVRXUFH�GHILFLHQW� FRXQWU\�� 3HULRG� �� ZRUNHUV� DUH� EHWWHU
UHPXQHUDWHG�LQ�HLWKHU�0�RU�(�WKDQ�WKH\�DUH�LQ�1��0RUHRYHU��XQVNLOOHG�3HULRG���ZRUNHUV
DUH�HQJDJHG�DW�D�ORZHU�ZDJH�LQ�HLWKHU�1�RU�HOVH�LQ�0��GHSHQGLQJ�RQ�WKH�SDUDPHWHUV�RI
WKH�PRGHO���8QGHU� WKHVH� FLUFXPVWDQFHV�� DOO� 3HULRG� ��ZRUNHUV� LQ� WKH� UHVRXUFH�GHILFLHQW
HFRQRP\�KDYH� DQ� LQFHQWLYH� WR� EHFRPH� VNLOOHG� DQG�ZLOO� GR� VR��%\� GHILQLWLRQ�� WKH� VNLOO
OHYHO� ZLWKLQ� WKH� UHVRXUFH�GHILFLHQW� HFRQRP\� WKHUHIRUH� H[SDQGV� ZLWK� VXFFHHGLQJ
JHQHUDWLRQV�

����0RGHOOLQJ�WKH�SROLWLFDO�HFRQRP\�RI�UHVRXUFH�GULYHQ�JURZWK

,Q� WKH� GLVFXVVLRQ� VR� IDU�� DQ\� FORVXUH� RI� WKH� HFRQRP\� FRPHV� DERXW� IURP� WKH� FKDQJLQJ
VWUXFWXUH�RI�SURGXFWLRQ�GXH�WR�WKH�IOXFWXDWLRQV�LQ�5�DQG� WKH�DVVRFLDWHG�VKULQNDJH�RI�0
UHODWLYH� WR�1��EXW� WKH� VDPH�RXWFRPH�PD\� UHVXOW� IURP�SROLF\� FKRLFH��$Q�DXWDUNLF� WUDGH
DQG� LQGXVWU\� SROLF\� FDQ� EH�PRGHOOHG� E\� DVVXPLQJ� WKH� LQFHQWLYHV� WDNH� WKH� IRUP� RI� DQ
LPSRUW� WDULII��0W� WKDW� UDLVHV� GRPHVWLF� SULFHV� RI� PDQXIDFWXUHG� JRRGV� 30� DERYH� ZRUOG
OHYHOV��,Q�WKH�UHVRXUFH�ULFK�FRXQWU\��VXFK�D�SROLF\�ZRXOG�VKDUSO\�UHGXFH�WKH�LQFHQWLYH�WR
H[SRUW�PDQXIDFWXUHV�DQG�KDVWHQ�WKH�VSHFLDOL]DWLRQ�RI�WKH�WUDGHDEOH�VHFWRU�RI�WKH�HFRQRP\
LQ�UHVRXUFHV�

,Q� WKH� UHVRXUFH�GHILFLHQW� FRXQWU\�� WKH� FORVXUH� RI� WKH� HFRQRP\� ZLOO� DOVR� UHGXFH� WKH
LQFHQWLYH� IRU�0� WR� H[SRUW� DQG� VKLIW� UHVRXUFHV� LQWR� 1�� +RZHYHU�� WKH� VPDOOHU� VL]H� DQG
ORZHU�JURZWK�SRWHQWLDO�RI�5�YLV�j�YLV�WKH�UHVW�RI�WKH�HFRQRP\�TXLFNO\�PDNHV�LW�FOHDU�WKDW
WKH�WUDQVIHU�EXUGHQ�RI�VORZ�PDWXULQJ�LQIDQW�LQGXVWU\�ZLOO�EH�GLUHFWO\�LPSRVHG�XSRQ�0��,W
LV�DOVR�FOHDU�WKDW�WKH�IUDFWLRQ�RI�UHQW�ZLWKLQ�WKH�UHYHQXH�VWUHDP�RI�0�LV�OHVV�WKDQ�LQ�WKH
FDVH�RI�5��VR�WKDW�0�LV�PRUH�VHQVLWLYH�WR�WKH�EXUGHQ�RI�WUDQVIHUV��LQFOXGLQJ�WKH�SURYLVLRQ
RI�IRUHLJQ�H[FKDQJH��0RUHRYHU��0�FDQ�LOO�DIIRUG�WR�SD\�WKH�KLJKHU�FRVW�RI� WKRVH�LQSXWV
WKDW� LW�PXVW�QRZ�SXUFKDVH�IURP�SURWHFWHG�GRPHVWLF�SURGXFHUV�DV�D�FRQVHTXHQFH�RI� WKH
FORVXUH� LQ� WUDGH� SROLF\�� 7KH� PDLQWHQDQFH� RI� VXVWDLQHG� HFRQRPLF� JURZWK� WKHUHIRUH
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UHTXLUHV�WKH�DEDQGRQPHQW�RI�WKH�DXWDUNLF�SROLF\�HDUO\�LQ�WKH�UHVRXUFH�GHILFLHQW�HFRQRP\�
DQG�PXFK�HDUOLHU� WKDQ�LQ�WKH�FDVH�RI� WKH� W\SLFDO� UHVRXUFH�ULFK�FRXQWU\�� ,Q� WKLV�ZD\�� WKH
GXUDWLRQ�RI�LQIDQW�LQGXVWU\�SURWHFWLRQ�DQG�WKH�VL]H�RI�WKH�SURWHFWHG�PDQXIDFWXULQJ�VHFWRU
DUH�ERWK�FRQVWUDLQHG�LQ�WKH�UHVRXUFH�GHILFLHQW�HFRQRP\��,Q�IDFW��RQO\�VHFWRUV�RI�HPHUJLQJ
FRPSDUDWLYH�DGYDQWDJH�FDQ�EH�VXSSRUWHG�RQ�DQ\�VFDOH�LQ�WKH�UHVRXUFH�GHILFLHQW�FRXQWU\
DQG�HYHQ�WKHQ�� WKHLU�UDSLG�PDWXUDWLRQ� LV� UHTXLUHG��7KHVH�FRQGLWLRQV�DUH�FRQVLVWHQW�ZLWK
WKH� VHTXHQFHG� LQGXVWULDOL]DWLRQ�SXUVXHG�E\� WKH� UHVRXUFH�GHILFLHQW�(DVW�$VLDQ� FRXQWULHV
DQG� VXPPDUL]HG� LQ� 7DEOH� �� GUDZLQJ� XSRQ� WKH� H[DPSOH� RI� 7DLZDQ�� 7KLV� LV� ZK\� WKH
UHVRXUFH�GHILFLHQW�PRGHO�LV�GHVLJQDWHG�DV�WKH�VHTXHQFHG�LQGXVWULDOL]DWLRQ�PRGHO�

TABLE 7

SEQUENCED INDUSTRIALIZATION, TAIWAN 1950-90

Index Stage 1 Stage 2 Stage 3 Stage 4
Industry Stage ISI Labour-Intensive HCI Drive Liberalization
Years 1950-58 1959-71 1972-81 1982-91

Growth
GDP Growth (%) 7.9 9.5 9.1 8.2
I/GDP (%) 12.2 17.2 27.4 21.4
ICOR 1.5 1.9 4.1 3.0
Structure (% GDP) 1960 1970 1980 1990
Agriculture 32.9 18.0 9.2 4.8
Manufacturing 16.8 26.2 33.2 33.3
     Light 11.1 13.3 12.4 9.6
     HCI 5.7 12.9 20.8 23.7

Source: Auty (1997c).

7KH�JRYHUQPHQW�RI�WKH�UHVRXUFH�ULFK�FRXQWU\�SXUVXHV�DQ�DXWDUNLF�SROLF\�IRU�PXFK�ORQJHU
DQG�� DV� D� UHVXOW�� LW� FUHDWHV� YHVWHG� LQWHUHVWV� VR� WKDW� UHIRUP� LV� SROLWLFDOO\� YHU\� FRVWO\�
0HDQZKLOH�� DV�QRWHG� LQ�6HFWLRQ������ WKH� W\SLFDO� IDFWLRQDO�JRYHUQPHQW�RI� WKH� UHVRXUFH�
ULFK� FRXQWU\� H[WUDFWV� UHYHQXHV� LQ� H[FHVV� RI� WKH� UHQWV� VR� WKDW� WKH� YLDELOLW\� RI� 5� LV
XQGHUPLQHG��7KH�WUHQG�WRZDUGV�VSHFLDOL]DWLRQ�LV�WKHUHE\�LQWHQVLILHG�DQG�WKH�RXWFRPH�LV
WKDW�WKH�FRXQWU\�JHWV�FDXJKW�LQ�D�VWDSOH�WUDS��7KH�VWDSOH�WUDS�LV�WKHUHIRUH�WKH�GHVLJQDWLRQ
JLYHQ�WR�WKH�PRGHO�RI�UHVRXUFH�ULFK�GHYHORSPHQW�

*HOE�HW�DO���������PRGHO�WKH�SROLWLFDO�SURFHVV�E\�ZKLFK�WKH�VWDSOH�WUDS�LV�EURXJKW�DERXW�
7KH\� PRGHO� D� UHVRXUFH�ULFK� FRXQWU\� ZKRVH� JRYHUQPHQW� FUHDWHV� XQSURGXFWLYH� MREV� LQ
SXEOLF�DGPLQLVWUDWLRQ�DQG�LQ�VWDWH�RZQHG�HQWHUSULVHV��62(V��LQ�RUGHU�WR�DOOHYLDWH�XUEDQ
XQHPSOR\PHQW��7KH\�XVH�D�+DUULV�7RGDUR�PLJUDWLRQ�PRGHO�DQG�DVVXPH�D� VLQJOH�XUEDQ
ZDJH� LQ� WKH� WKUHH� XUEDQ� VXE�VHFWRUV� �ZKLFK� FRPSULVH� D� SULYDWH� VHFWRU�� D� SURGXFWLYH
SXEOLF�VHFWRU�DQG�D�QRQ�SURGXFWLYH�SXEOLF�VHFWRU���7KH�PRGHO�SRVLWV� WKDW�DQ�H[RJHQRXV
ULVH�LQ�WKH�XUEDQ�ZDJH�FUHDWHV�D�ZDJH�JDS�WKDW�UDLVHV�WKH�SUHPLXP�RQ�UXUDO�RXW�PLJUDWLRQ
VR�WKDW�XQHPSOR\PHQW�H[SDQGV�LQ�WKH�PRGHUQ�XUEDQ�VHFWRU��7KH�JRYHUQPHQW�UHVSRQGV�WR
DGGLWLRQDO� XUEDQ� XQHPSOR\PHQW� E\� LQFUHDVLQJ� WD[DWLRQ� �ZKRVH� EXUGHQ� IDOOV
GLVSURSRUWLRQDWHO\� RQ� WKH� SULYDWH� VHFWRU�� LQ� RUGHU� WR� LQYHVW� FDSLWDO� LQ� WKH� FUHDWLRQ� RI
DGGLWLRQDO�XUEDQ� MREV��%XW� WKLV�SURFHVV� LV�VHOI�GHIHDWLQJ�EHFDXVH� LW� UHQGHUV�ZRUN� LQ� WKH
XQSURGXFWLYH�SXEOLF�VHFWRU�SUHIHUDEOH�WR�IDUPLQJ��VR�WKDW�PRUH�SHRSOH�PLJUDWH�WR�WKH�FLW\
ZKHUH� WKHLU� XQHPSOR\HG� SUHVHQFH� LQWLPLGDWHV� WKH� JRYHUQPHQW� IURP� ZKLFK� WKH
XQHPSOR\HG�UXUDO�PLJUDQWV�H[WUDFW�VWLOO�PRUH�UHQW��$V�QRWHG�LQ�6HFWLRQ������.UXHJHU�HW�DO�
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�������ILQG�WKDW�WKH�IUDFWLRQ�RI�SULPDU\�VHFWRU�UHYHQXH�H[WUDFWHG�E\�WKH�JRYHUQPHQWV�LQ
VXE�6DKDUDQ�$IULFD�PD\�KDYH�UHDFKHG�����

*HOE�HW�DO�� �������XVH�D�&*(�PRGHO� WR� HVWLPDWH� WKH�SRWHQWLDO� VFDOH� DQG� LPSDFW�RI� WKH
UHVXOWLQJ� UHQW� PLVDOORFDWLRQ�� 7KH\� WHVW� WKH� VHQVLWLYLW\� RI� WKH� PRGHO� DJDLQVW� ZLGHO\
GLIIHULQJ�VDYLQJV�IXQFWLRQV��7KH�IXQFWLRQV�UDQJH�IURP��DW�RQH�H[WUHPH��IRUFHG�VDYLQJ�E\
WKH� JRYHUQPHQW� �ZKLFK� LV� DVVXPHG� WR� XVH� D� WD[� WKDW� VTXHH]HV� SULYDWH� FRQVXPSWLRQ
ZLWKRXW� UHGXFLQJ� SURGXFWLYH� LQYHVWPHQW��� WKURXJK� WR� D� OHYHO� RI� WD[DWLRQ� DW� WKH� RWKHU
H[WUHPH�WKDW�GRHV�QRW�FKDQJH�FRQVXPSWLRQ�EXW�GRHV�FXW�SURGXFWLYH�LQYHVWPHQW�LQ�GLUHFW
SURSRUWLRQ� WR� WKH� VFDOH� RI� WKH� WD[�� 6LPXODWLRQV� XVLQJ� HPSLULFDOO\� SODXVLEOH� GDWD� RYHU
WKLUWHHQ�WLPH�SHULRGV�VXJJHVW�WKDW�WKH�FRQVXPSWLRQ�ORVVHV�DUH�LQYDULDEO\�VLJQLILFDQW�DQG
WKDW� WKH� HIILFLHQF\� RI� FDSLWDO� FDQ� EH� GHSUHVVHG� EHORZ� WKH� OHYHO� UHTXLUHG� WR� VXVWDLQ
HFRQRPLF�JURZWK�ZLWKLQ�D�GHFDGH�

5RGULN��������PRGHOV�D�
W\SLFDO
�$IULFDQ�HFRQRP\�LQ�RUGHU�WR�JLYHV�DQ�LQGLFDWLRQ�RI�WKH
SROLWLFDO� GLIILFXOW\�RI� UHIRUP��EDVHG� RQ� WKH� VLPXODWLRQ� RI� WKH� GLYLVLRQ� RI� UHYHQXHV��+H
DVVXPHV�D�WZR�VHFWRU�HFRQRP\��HDFK�VHFWRU�SURGXFLQJ�D�VLQJOH�SURGXFW�ZLWK�D�GLIIHUHQW
SURGXFWLRQ�IXQFWLRQ��QDPHO\�D�FDSLWDO�LQWHQVLYH�PDQXIDFWXUHG�JRRG� LQ� WKH�XUEDQ�VHFWRU
DQG� ODERXU�LQWHQVLYH� DJULFXOWXUDO� SURGXFW� LQ� WKH� UXUDO� VHFWRU�� 7KHUH� DUH� ILYH� JURXSV� LQ
VRFLHW\�WKDW�FRPSULVH�IDUPHUV�DQG�LQIRUPDO�VHFWRU�XUEDQ�ZRUNHUV�ZKR�UHFHLYH�WKH�VDPH
ZDJH��IRUPDO�VHFWRU�XUEDQ�ZRUNHUV�ZKR�UHFHLYH�D�ZDJH�SUHPLXP��XUEDQ�HPSOR\HUV�ZKR
JHQHUDWH�SURILWV�DQG�JRYHUQPHQW�RIILFLDOV�ZKR�H[WUDFW� UHQWV��7KH�VLPXODWLRQ�DVVXPHV�D
����LPSRUW�WDULII�DQG�����RI�WKH�ZRUNIRUFH�LQ�WKH�UXUDO�VHFWRU��,W�\LHOGV�D�GLVWULEXWLRQ�RI
QDWLRQDO� LQFRPH� RI� ���� WR� IDUPHUV�� ���� WR� ZRUNHUV� �ERWK� XUEDQ� DQG� UXUDO�� EXW� ZLWK
IRUPDO�VHFWRU�ZRUNHUV�VHFXULQJ�D�����SUHPLXP������WR�XUEDQ�FDSLWDOLVWV�DQG����WR�WKH
UHFLSLHQWV�RI�WUDGH�UHQWV�RU�WDULII�UHYHQXHV��$�UHIRUP�WKDW�FXW�WKH�WDULII�IURP�����WR����
ZRXOG�GHSUHVV�WKH�LQFRPH�RI�XUEDQ�UHQW�UHFLSLHQWV�E\�WZR�ILIWKV�DQG�UDLVH�IDUP�LQFRPHV
E\�RQH�ILIWK��<HW�LW�ZRXOG�FRQIHU�D�QHW�JDLQ�WR�*'3�RI�RQO\�������6XFK�D�UHIRUP�LQ�WUDGH
SROLF\�LV�WKHUHIRUH�OLNHO\�WR�EH�YRFLIHURXVO\�RSSRVHG�E\�WKH�YRFDO�XUEDQ�FRQVWLWXHQF\�

6XPPDUL]LQJ�� WKH� VHTXHQFHG� LQGXVWULDOL]DWLRQ� PRGHO� RI� WKH� UHVRXUFH�GHILFLHQW
GHYHORSPHQW�H[KLELWV�PRGHVW�'XWFK�GLVHDVH�HIIHFWV��GLYHUVLILHV� LWV� HFRQRPLF� VWUXFWXUH�
PDNHV�HIIHFWLYH�XVH�RI�SURGXFHG�FDSLWDO�DQG�DFFXPXODWHV�VNLOOV��7KH�SURGXFWLRQ�VWUXFWXUH
RI�WKH�HFRQRP\�DOVR�GHPRQVWUDWHV�DW�D�UHODWLYHO\�HDUO\�VWDJH�WKH�QRQ�VXVWDLQDELOLW\�RI�DQ
DXWDUNLF� LQGXVWULDO� SROLF\�� WKHUHE\� DYRLGLQJ� SROLF\� FDSWXUH� E\� YHVWHG� LQWHUHVW� JURXSV
LQ�1��,Q�FRQWUDVW��WKH�VWDSOH�WUDS�PRGHO�RI�UHVRXUFH�ULFK�GHYHORSPHQW�H[SHULHQFHV�VWURQJ
'XWFK�GLVHDVH�HIIHFWV��FORVHV�LWV�HFRQRP\�DQG�UHWDLQV�IHZHU�LQFHQWLYHV�IRU� WKH�HIILFLHQW
GHSOR\PHQW�RI�FDSLWDO��,W�UHPDLQV�GHSHQGHQW�RQ�WKH�UHVRXUFH�VHFWRU�IRU�IRUHLJQ�H[FKDQJH
DQG�UHYHQXHV�VR�WKDW�ZKHQ�JURZWK�LQ�WKDW�VHFWRU�VODFNHQV��VKDUS�UHDO�GHSUHFLDWLRQV�RI�WKH
H[FKDQJH� UDWH� DQG� UHDO�ZDJHV� DUH� UHTXLUHG� WR� UHVWRUH� JURZWK�� %XW� EHIRUH� WKHQ�� YHVWHG
LQWHUHVWV� DUH� OLNHO\� WR� KDYH� FDSWXUHG� WUDGH� DQG� LQGXVWU\� SROLF\��PDLQWDLQLQJ� DQ� LQZDUG
VWDQFH�VR� WKDW� UHIRUP� LV�GLIILFXOW��)RUHLJQ�ERUURZLQJ�PHUHO\�SRVWSRQHV� WKH�SUREOHP�RI
DGMXVWPHQW�DQG�LQWHQVLILHV�WKH�JURZWK�FROODSVH�

%XW��WKH�TXHVWLRQ�UHPDLQV�DV�WR�ZK\��JLYHQ�WKH�VWDJJHUHG�VWDUW�RI�WKH�/'&V�DV�D�JURXS�RQ
WKH�SDWK�RI�HFRQRPLF�GHYHORSPHQW��VR�PDQ\�FRXQWULHV�H[SHULHQFHG�D�JURZWK�FROODSVH�LQ
WKH�ODWH�����V�RU�HDUO\�����V"�7KLV�FRQFHQWUDWLRQ�LQ�WLPH�VXJJHVWV�WKDW�WKH�SUREOHPV�RI
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UHVRXUFH�DEXQGDQFH� DUH� D� UHODWLYHO\� UHFHQW� SKHQRPHQRQ�� DQ� LVVXH� WRZDUGV� ZKLFK
DWWHQWLRQ�QRZ�WXUQV�LQ�6HFWLRQ�9,,�
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7KH� VW\OL]HG� IDFWV� RI� ODFNOXVWUH� UHVRXUFH�ULFK� GHYHORSPHQW� DSSHDU� WR� EH� D� UHODWLYHO\
UHFHQW�RXWFRPH��7KH\�PD\�DULVH�IURP�WKH�FKDQJLQJ�UHODWLYH�SULFHV�RI�LQWHUPHGLDWHV�GXH
WR� IDOOLQJ� WUDQVSRUW� FRVWV� IURP� WKH� PLG�����V� DQG�RU� WKH� VLPXOWDQHRXV� WUHQG� WRZDUGV
LQWHUYHQWLRQLVW� SROLFLHV�� 7KLV� VHFWLRQ� H[DPLQHV� PRGHOV� RI� WHPSRUDO� FKDQJH� LQ� WKH
DGYDQWDJHV� RI� UHVRXUFH�DEXQGDQFH�� UHYLHZV� WKH� HPSLULFDO� HYLGHQFH� DQG� GUDZV� VRPH
SROLF\�LPSOLFDWLRQV�

����0RGHOV�RI�ORQJ�WHUP�WUHQGV�LQ�QDWXUDO�UHVRXUFHV�DQG�JURZWK

)LQGOD\� ������� PRGHOV� WKH� UHODWLRQVKLS� EHWZHHQ� IDOOLQJ� WUDQVSRUW� FRVWV� �FRQFHLYHG� DV
GHFOLQLQJ�HFRQRPLF�DXWDUN\���UHVRXUFH�HQGRZPHQW�DQG�FRPSDUDWLYH�DGYDQWDJH��+H�GRHV
VR� IRU� WZR�GLIIHUHQW� UHVRXUFH�HQGRZPHQWV�� ODQG�ULFK�$PHULFD� DQG� ODQG�VFDUFH�(XURSH�
+H� LGHQWLILHV� D� SHULRG� RI� LQLWLDO� LQFRPH� FRQYHUJHQFH� LQ� IDYRXU� RI� WKH� UHVRXUFH�ULFK
UHJLRQ��,Q�)LQGOD\
V�PRGHO��DV�LPSURYLQJ�WUDGH�SURVSHFWV�UHGXFH�WKH�OHYHO�RI�DXWDUN\��WKH
UHVRXUFH�ULFK�UHJLRQ��$PHULFD��H[SHULHQFHV�D�ULVH�LQ�FURS�SULFHV��L�H��SULFHV�RI�UHVRXUFH�
EDVHG�JRRGV��WKDW�GUDZV�FDSLWDO�DQG�ODERXU�IURP�PDQXIDFWXULQJ��FUDIWV��$V�D�UHVXOW��WKH
UHWXUQ�WR�ODQG�ULVHV�DQG�WKH�VSDWLDO�IURQWLHU�WKHUHIRUH�H[SDQGV��7KLV�FDXVHV�UHDO�LQFRPHV
WR� ULVH� EURDGO\� WKURXJK� WKH� HFRQRP\� EHFDXVH� WKH� EDVLF� SURGXFWLRQ� XQLW� RI� WKH� IDPLO\
IDUP�\LHOGV�DQ�HJDOLWDULDQ� LQFRPH�GLVWULEXWLRQ��7KLV�FRQWUDVWV�ZLWK� WKH� VNHZHG� LQFRPH
GLVWULEXWLRQ�DVVRFLDWHG�ZLWK�D�SODQWDWLRQ�RU�PLQLQJ�VRFLHW\�PRUH�FRPPRQ�LQ�VXE�WURSLFDO
DQG�WURSLFDO�UHJLRQV��$XW\���������������

)LQGOD\� ������� DOVR� VSHFLILFDOO\� PRGHOV� WKH� LPSOLFDWLRQV� RI� D� VKDUS� GHFOLQH� LQ� EXON
VKLSSLQJ� FRVWV�� DV� RFFXUUHG� LQ� WKH� ����V�� IRU� D� SDLU� RI� UHVRXUFH�ULFK� DQG� UHVRXUFH�
GHILFLHQW� FRXQWULHV��+H�GHYHORSV� D�PRGHO�ZLWK� WKUHH�SURGXFWV� �D� ODERXU�LQWHQVLYH� ILQDO
JRRG�� D� FDSLWDO�LQWHQVLYH� ILQDO� JRRG� DQG� DQ� LQWHUPHGLDWH� JRRG�� DQG� WKUHH� IDFWRUV� RI
SURGXFWLRQ��ODQG��ODERXU�DQG�FDSLWDO���,Q�WKH�LQLWLDO�FRQGLWLRQV��)LQGOD\�VKRZV�WKDW��ZLWK
WUDGH�RFFXUULQJ� LQ� WKH� ILQDO�JRRG�EXW� DXWDUN\� SHUVLVWLQJ� IRU� WKH� LQWHUPHGLDWH� JRRG�� WKH
UDWH�RI�FDSLWDO�DFFXPXODWLRQ�LQ�WKH�UHVRXUFH�ULFK�FRXQWU\�LV�HQKDQFHG�YLV�j�YLV�WKDW�LQ�WKH
UHVRXUFH�SRRU�FRXQWU\��GXH�WR�WKH�DYDLODELOLW\�RI�WKH�
FKHDS
�LQWHUPHGLDWH���&RQVHTXHQWO\�
WUDGH�LQ�WKH�ILQDO�JRRG�ZLGHQV�WKH�LQLWLDO�JDS�LQ�ZHDOWK�EHWZHHQ�WKH�WZR�FRXQWULHV�

+RZHYHU�� ZKHQ� IDOOLQJ� EXON� WUDQVSRUW� FRVWV� UHPRYH� WKH� DVVXPSWLRQ� RI� DXWDUN\� ZLWK
UHJDUG�WR�WKH�LQWHUPHGLDWH�JRRG��WKH�H[SDQGLQJ�SURGXFWLRQ�RI�WKDW�JRRG�LQ�WKH�UHVRXUFH�
ULFK� FRXQWU\� WULJJHUV� D� SURFHVV� RI� DGMXVWPHQW�� 7KH� DGMXVWPHQW� HTXDOL]HV� ERWK� WKH� UHDO
ZDJH�DQG� WKH� LQWHUHVW� UDWH�EHWZHHQ� WKH� WZR�FRXQWULHV��7KLV� LV�EHFDXVH��DV� WKH� UHVRXUFH
VHFWRU�DQG�LWV�VWUHDP�RI�UHQWV�H[SDQG��WKH�LQWHUHVW�UDWH�IDOOV�LQ�WKH�UHVRXUFH�ULFK�FRXQWU\
DQG� PDQXIDFWXULQJ� RXWSXW� DQG� HPSOR\PHQW� ERWK� FRQWUDFW�� 7KH� UHVRXUFH�GHILFLHQW
FRXQWU\��KRZHYHU��EHFRPHV�DQ�H[SRUWHU�RI�WKH�FDSLWDO�LQWHQVLYH�JRRG��ORVHV�LWV�HUVWZKLOH
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FRPSDUDWLYH�DGYDQWDJH�LQ�WKH�ODERXU�LQWHQVLYH�JRRG��DQG�LQ�WKH�SURFHVV�DFTXLUHV�D�KLJKHU
SHU�FDSLWD�HQGRZPHQW�RI�SK\VLFDO�FDSLWDO�WKDQ�WKH�UHVRXUFH�ULFK�FRXQWU\�

)LQGOD\� ������� SRLQWV� RXW� WKDW� KLV� PRGHO� LV� FRQVLVWHQW� ZLWK� D� VWXG\� E\� WKH� HFRQRPLF
KLVWRULDQ��:ULJKW��������� LQWR�WKH�UHVRXUFH�GHULYHG�EDVLV�RI� WKH�SUH�ZDU�VWUHQJWK�RI� WKH
86�HFRQRP\��,W�LV�DOVR�FRQVLVWHQW�ZLWK�WKH�VXEVHTXHQW�ORVV�E\�WKH�86�RI�LWV�FRPSDUDWLYH
DGYDQWDJH�LQ�VRPH�DUHDV�RI�PDQXIDFWXULQJ�WR�UHVRXUFH�GHILFLHQW�-DSDQ��)LQDOO\��)LQGOD\
QRWHV�D�PRUH�JHQHUDO�SURSHUW\�RI�KLV�PRGHO�ZKLFK�LV�WKDW�LW�FDSWXUHV�WKH�'XWFK�'LVHDVH
HIIHFW�WKDW�LV�DVVRFLDWHG�ZLWK�ERRPLQJ�SULPDU\�SURGXFW�H[SRUWV�DQG�WKH�ZHDNHQLQJ�RI�WKH
QRQ�ERRPLQJ�WUDGHDEOHV�VHFWRU��)LQGOD\
V�PRGHO�LV�TXLWH�VSHFLILF�LQ�GDWLQJ�WKH�UHYHUVDO�RI
WKH�UHVRXUFH�GHILFLHQW�FRXQWU\
V�GLVDGYDQWDJH�WR�GHFOLQLQJ�VKLSSLQJ�FRVWV�IURP�WKH�����V�

(OVHZKHUH�� 6DFKV� ������� FRQFOXGHV� WKDW� GXULQJ� WKH� SHULRG� ����������� D� UHVRXUFH�ULFK
QDWXUDO�HQGRZPHQW�ZDV�DGYDQWDJHRXV�GXH�WR�VWURQJ�GHPDQG�IRU�SULPDU\�SURGXFWV��%XW
UHDO� SULFHV� VXEVHTXHQWO\� GHFOLQHG� DV� WUDQVSRUW� LPSURYHPHQWV� ZLGHQHG� WKH� VFRSH� IRU
H[SDQGLQJ� SULPDU\� SURGXFWV� WKURXJK� WKH� ����V��ZKLOH� VLPXOWDQHRXVO\� UDSLG� JURZWK� LQ
WKH�SURGXFWLYLW\�RI�PDQXIDFWXULQJ�DFFRPPRGDWHG�ULVLQJ�UHDO�ZDJHV�IRU�WKRVH�PDNLQJ�WKH
SURGXFWV� H[SRUWHG� E\� WKDW� VHFWRU�� 7KLV� EDVLF� K\SRWKHVLV� DERXW� WKH� ����V� 
KLQJH
� LV
H[DPLQHG�LQ�WKH�QH[W�WZR�VHFWLRQV�LQ�WKH�OLJKW�RI�HPSLULFDO�HYLGHQFH��EHJLQQLQJ�ZLWK�WKH
SUH�����V�SHULRG�

����3UH�����V�KLVWRULFDO�HYLGHQFH

7KH�H[SDQVLRQ�RI�ZRUOG�WUDGH�WKURXJK�WKH�ODWH�QLQHWHHQWK�FHQWXU\�DQG�XQWLO�WKH�RXWEUHDN
RI�WKH�*UHDW�:DU�KHOSHG�WR�VXVWDLQ�D�UDWH�RI�SHU�FDSLWD�*'3�JURZWK�RI������LQ�:HVWHUQ
(XURSH� �7DEOH����� ,QWHUQDWLRQDO�FDSLWDO� IORZV�DOVR�H[SDQGHG��:HVWHUQ�(XURSH�VXSSOLHG
WKH�EXON�RI�RYHUVHDV� LQYHVWPHQW� DQG� RQH�TXDUWHU� RI� LW�ZHQW� WR� WKH�:HVWHUQ�2IIVKRRWV�
ZKLOH�/DWLQ�$PHULFD�FDPH�QH[W�ZLWK�RQH�ILIWK��0DGGLVRQ������������$V�D�FRQVHTXHQFH
RI� WUDGH� DQG� LQYHVWPHQW�� WKH� UHVRXUFH�ULFK� WHPSHUDWH� ODQGV� RI� QHZ� VHWWOHPHQW� �1RUWK
$PHULFD�� 2FHDQLD� DQG� VRXWKHUQ� 6RXWK� $PHULFD�� DFKLHYHG� DQ� HYHQ� IDVWHU� UDWH� RI
HFRQRPLF� JURZWK� WKDQ� WKH� SUHGRPLQDQWO\� ODQG�VFDUFH� (XURSHDQ� FRUH�� %\� ����� ODQG�
DEXQGDQW�$UJHQWLQD�ZDV�WKH�ULFKHVW�FRXQWU\�LQ�6RXWK�$PHULFD�ZLWK�D�SHU�FDSLWD�LQFRPH
����DERYH�WKDW�RI�WKH�:HVW�(XURSHDQ�LQGXVWULDO�FRXQWU\�DYHUDJH�

TABLE 8

REAL PER CAPITA GDP GROWTH 1820-1992, BY REGION SAMPLE COUNTRIES (%)

1820-1870 1870-1913 1913-1950 1950-1973 1973-92

W. Europe 0.9 1.3 1.2 3.8 1.8
W. Offshoots 1.4 1.5 1.3 2.4 1.2
E. Asia 0.1 0.8 0.1 5.6 5.3
SE. Asia n.a. n.a -0.1 2.5 3.6
S. Asia 0.1 0.4 -0.6 0.9 2.4
Latin America n.a. 1.5 1.9 2.4 0.4
SS. Africa n.a. n.a 1.5 1.9 -1.2

Source: Maddison (1995), 62-63.
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(FRQRPLF�JURZWK�LQ�WKH�UHVRXUFH�ULFK�WHPSHUDWH�UHJLRQV�ZDV�QRW�RQO\�IDVWHU�WKDQ�LQ�WKH
LQGXVWULDO� FRUH�� EXW� LQFRPH� ZDV� DOVR� OHVV� HTXLWDEO\� GLVWULEXWHG�� ,Q� FRQWUDGLFWLRQ� RI
)LQGOD\
V� PRGHO�� :LOOLDPVRQ� ������� ILQGV� WKDW� EHWZHHQ� ����� DQG� ����� LQFRPH
LQHTXDOLW\�URVH�UDSLGO\�LQ�WKH�ULFK��ODQG�DEXQGDQW��ODERXU�VFDUFH�HFRQRPLHV�OLNH�WKRVH�RI
1RUWK� $PHULFD� DQG� 2FHDQLD�� 0HDQZKLOH�� LQHTXDOLW\� IHOO� GUDPDWLFDOO\� LQ� ODQG�VFDUFH�
ODERXU�DEXQGDQW� QHZO\� LQGXVWULDOL]LQJ� FRXQWULHV� OLNH� ,WDO\�� 1RUZD\�� 6ZHGHQ� DQG
'HQPDUN��7KLV�RXWFRPH� LV� FRQVLVWHQW�ZLWK� WUDGH� WKHRU\� WKDW� SUHGLFWV� WKDW� D� ERRP�ZLOO
UDLVH� GHPDQG� IRU� WKH� DEXQGDQW� IDFWRU� DPRQJ� DOO� SDUWLFLSDQWV�� ,Q�:LOOLDPVRQ
V� VSHFLILF
H[DPSOH�� PDVV� PLJUDWLRQ� FRQWULEXWHG� WR� WKH� IDFW� WKDW� WKH� ODERXU�DEXQGDQW� �UHVRXUFH�
GHILFLHQW�� HFRQRPLHV� H[SHULHQFHG� ULVLQJ� UHDO�ZDJHV� IRU� WKH� SRRU� DQG� IDOOLQJ� UHWXUQV� WR
ODQG��UHQWV��IRU�WKH�ZHDOWK\�

(OVHZKHUH��/HZLV��������ILQGV�WKDW�RXWVLGH�WKH�
WHPSHUDWH
�UHJLRQV��WKH�SULQFLSDO�EHQHILWV
RI� ZRUOG� WUDGH� ZHUH� FRQILQHG� WR� WKH� ZHOO�ZDWHUHG� DQG� DFFHVVLEOH� DUHDV� �XVXDOO\� E\
UDLOZD\V�� LQ� WKH� ODQG�DEXQGDQW� WURSLFV� ZKHUH� DQ� H[SRUWDEOH� VXUSOXV� ZDV� PRUH� HDVLO\
SURGXFHG� DQG� PDUNHWHG�� )RU� H[DPSOH�� SHDVDQW� ODQG� FDSDEOH� RI� VXSSO\LQJ� FDVK� FURS
H[SRUWV�ZDV�DEXQGDQW� LQ� WKH�PRLVWHU�SDUWV�RI� VXE�6DKDUDQ�$IULFD��$OWKRXJK�SHU� FDSLWD
*'3�GDWD�DUH�VFDUFH��GDWD�IRU�SHU�FDSLWD�H[SRUWV�OHDG�/HZLV�������������WR�VXJJHVW�WKDW
VXE�6DKDUDQ�$IULFDQ�WUDGH�ODJJHG�WKH�RWKHU�WURSLFDO�UHJLRQV�GXULQJ�WKH�ILUVW�JROGHQ�DJH�
ZLWK�SHU�FDSLWD� OHYHOV� WKDW�ZHUH� OHVV� WKDQ�RQH�WKLUG� WKRVH�RI�/DWLQ�$PHULFD�DQG�EDUHO\
KDOI� WKRVH� RI� 6RXWKHDVW� $VLD�� 3HDVDQW� IDUPLQJ� WKULYHG� LQ� 6RXWKHDVW� $VLD�� DSDUW� IURP
GHQVHO\�VHWWOHG� -DYD� ZKHUH� WKH� &XOWXUH� 6\VWHP� GHSUHVVHG� LQFHQWLYHV� �*HHUW]� ������
-DSDQ�GLIIHUHG�IURP�-DYD��EHFDXVH�LW�ZDV�D�GHQVHO\�VHWWOHG�FRXQWU\�WKDW�DOVR�H[SHULHQFHG
D� UHODWLYHO\� UDSLG� SHU� FDSLWD�*'3� JURZWK� UDWH�� DYHUDJLQJ� �����SHU� DQQXP� ���������
�0DGGLVRQ�������

/HZLV�������������HVWLPDWHV�WKDW�WKH�JURZWK�RI�WURSLFDO�DJULFXOWXUDO�H[SRUWV�VORZHG�WR�DQ
DYHUDJH�DQQXDO�UDWH�RI���������������FRPSDUHG�ZLWK��������������DQG����GXULQJ�WKH
\HDUV������������7KLV� ORVV�RI�G\QDPLVP� LQ�SULPDU\�SURGXFW�H[SRUWV�HOLFLWHG�HIIRUWV�DW
JUHDWHU�VHOI�VXIILFLHQF\�DPRQJ�H[SRUWLQJ�FRXQWULHV��HVSHFLDOO\� LQ�/DWLQ�$PHULFD��ZKHUH
WKH�SURFHVV�RI�LPSRUW�VXEVWLWXWLRQ�ZDV�DFFHOHUDWHG��,Q�IDFW��WKH�/DWLQ�$PHULFDQ�FRXQWULHV
ZHUH�DEOH�WR�VXVWDLQ��RU�HYHQ�WR�DFFHOHUDWH��WKHLU�SHU�FDSLWD�JURZWK�GXULQJ�WKH�SRVW�����
UHJUHVVLRQ�LQ�ZRUOG�WUDGH��&RQVHTXHQWO\��E\������WKH�DYHUDJH�SHU�FDSLWD�LQFRPH�IRU�WKDW
UHJLRQ�ZDV��������DOPRVW� WZLFH�WKH�OHYHO�RI�������DQG� WKH�JDS�ZLWK�UHVRXUFH�GHILFLHQW
:HVWHUQ� (XURSH� KDG� QDUURZHG� VOLJKWO\�� 3HU� FDSLWD� LQFRPH� DOVR� VHHPV� WR� KDYH� ULVHQ
VLJQLILFDQWO\� LQ� HLJKW� FRXQWULHV� LQ� UHVRXUFH�ULFK� VXE�6DKDUDQ� $IULFDQ� IRU� ZKLFK
0DGGLVRQ�SURYLGHV�ILJXUHV�RI�SHU�FDSLWD�LQFRPH��%\�������WKH�DYHUDJH�SHU�FDSLWD�LQFRPH
IRU�VXE�6DKDUDQ�$IULFD��EDVHG�XSRQ�0DGGLVRQ
V�HLJKW�FRXQWULHV��ZDV�������7KDW�ILJXUH�LV
KLJKHU� WKDQ� WKH� DYHUDJH� RI� 6RXWK�$VLD� �������� DQG� QRW� IDU� RII� WKH� ����� RI� (DVW�$VLD
�H[FOXGLQJ�-DSDQ��ZKRVH�SHU�FDSLWD�LQFRPH�KDG�UHDFKHG�DOPRVW�������E\�WKHQ���7KH�VXE�
6DKDUDQ�$IULFDQ�ILJXUH�LV�RQO\�VOLJKWO\�EHORZ�WKH������RI�UHVRXUFH�ULFK�6RXWKHDVW�$VLD�

7KH�IDFW� WKDW�VRPH�FDWFK�XS�GRHV�VHHP�WR�KDYH�RFFXUUHG� LQ�VXE�6DKDUDQ�$IULFD�PHDQV
WKDW�/DWLQ�$PHULFD�ZDV�QRW�WKH�RQO\�UHVRXUFH�ULFK�UHJLRQ�WR�FORVH�WKH�SHU�FDSLWD�LQFRPH
JDS� RQ� WKH� ULFKHU� FRXQWULHV� GXULQJ� WKH� EOHDN� LQWHU�ERRP� \HDUV�� 7KLV� OHDYHV� 6RXWKHDVW
$VLD�DV�DQ�DQRPDO\�DPRQJ� WKH�SULQFLSDO� UHVRXUFH�ULFK�FRXQWULHV�EHFDXVH� LWV�SHU�FDSLWD
LQFRPH� GHFOLQHG� �7DEOH� ���� 3DUW� RI� WKH� H[SODQDWLRQ� IRU� VOXJJLVK� HFRQRPLF� JURZWK� LQ
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6RXWKHDVW�$VLD�PD\�OLH�LQ�WKH�ZDU�WLPH�GLVORFDWLRQ�RFFDVLRQHG�E\�WKH�-DSDQHVH�LQYDVLRQ�
DQG�WKH�VXEVHTXHQW�ODJJHG�UHFRYHU\�

����(PSLULFDO�HYLGHQFH�RI�SRVW�����V�JURZWK�FROODSVH

&RQVLVWHQW�ZLWK�)LQGOD\
V�PRGHO�� WKH� DGYDQWDJH� RI� UHVRXUFH�DEXQGDQFH� GRHV� DSSHDU� WR
KDYH�GHFOLQHG�GXULQJ�WKH�VHFRQG�JROGHQ�DJH�RI�HFRQRPLF�JURZWK��$PRQJ�WKH�LQGXVWULDO
FRXQWULHV�� SHU� FDSLWD� LQFRPHV� LQ� UHVRXUFH�GHILFLHQW�:HVWHUQ�(XURSH� JUHZ� DW� ����� SHU
DQQXP� GXULQJ� WKH� SHULRG� ��������� VLJQLILFDQWO\� IDVWHU� WKDQ� WKH� ����� DFKLHYHG� E\� WKH
UHVRXUFH�ULFK�:HVWHUQ�2IIVKRRWV� �7DEOH� ����$� VLPLODU� SDWWHUQ� EHJDQ� WR� HPHUJH� DPRQJ
WKH� GHYHORSLQJ� FRXQWULHV�� ZKHUH� 0DGGLVRQ
V� VDPSOH� RI� IRXU� UHVRXUFH�GHILFLHQW� (DVW
$VLDQ� HFRQRPLHV� H[KLELWHG� IDVWHU� JURZWK� WKDQ�PRVW� RI� WKH�PRUH� JHQHURXVO\� HQGRZHG
WURSLFDO�UHJLRQV��ZKHWKHU�HOVHZKHUH�LQ�$VLD�RU�LQ�/DWLQ�$PHULFD�DQG�VXE�6DKDUDQ�$IULFD�
7KH�WHQGHQF\�IRU�WKH�SHU�FDSLWD�*'3�JURZWK�RI�WKH�UHVRXUFH�ULFK�UHJLRQV�WR�ODJ�WKDW�RI
WKH�UHVRXUFH�GHILFLHQW�RQHV�VWUHQJWKHQHG�DIWHU�������%XW��RQFH�DJDLQ��6RXWKHDVW�$VLD�LV
DQ�DQRPDO\�

7KH� 6RXWKHDVW� $VLDQ� DQRPDO\� FDVWV� GRXEW� RQ� WKH� WKHVLV� WKDW� WKH� JURZWK� FROODSVHV� LQ
/DWLQ�$PHULFD�DQG�VXE�6DKDUDQ�$IULFD�DUH�DWWULEXWDEOH� WR� D�GHWHULRUDWLRQ� LQ� WKH� H[SRUW
PDUNHWV� RI� UHVRXUFH�ULFK� FRXQWULHV�� )RU� H[DPSOH�� 6DFKV� ������� XVHV� D� FRPSDULVRQ� RI
(DVW�$VLDQ�DQG�/DWLQ�$PHULFDQ�FRXQWULHV�RYHU� WKH�SHULRG��������� WR�GHPRQVWUDWH� WKDW
WKHUH� ZDV� QRW� PXFK� GLIIHUHQFH� EHWZHHQ� WKH� VXE�UHJLRQV� LQ� WHUPV� RI� WKH� VFDOH� RI� WKH
H[WHUQDO� VKRFNV�� QRU� LQ� WKHLU� DFFXPXODWHG� GHEW�� QRU� LQ� WKH� UROH� RI� JRYHUQPHQW� �DV
PHDVXUHG�E\�JRYHUQPHQW�H[SHQGLWXUH�UHODWLYH�WR�*'3���$� ODUJH�GLIIHUHQFH�GRHV�RFFXU�
KRZHYHU��LQ�WKH�GHJUHH�RI�RSHQQHVV�RI�WKH�WZR�VHWV�RI�HFRQRPLHV�DQG�LQ�WKHLU�UHVXOWLQJ
FDSDFLW\� WR� VHUYLFH� WKHLU� IRUHLJQ� GHEW�� ,Q� 6DFKV
� WKHVLV�� WKH� H[WHUQDO� VKRFNV� ZHUH� WKH
FDWDO\VW�WKDW�UHYHDOHG�WKH�ZHDNQHVV�RI�D�SURWHFWHG�DQG�UHODWLYHO\�XQGLYHUVLILHG�HFRQRP\�
%XW� KH� KDV� GLIILFXOW\� LQ� H[SODLQLQJ� ZK\� UHVRXUFH�ULFK� 6RXWKHDVW� $VLDQ� FRXQWULHV� OLNH
0DOD\VLD� DQG� 7KDLODQG� DYRLGHG� WKH� VWDSOH� WUDS�� ,Q� IDFW�� WKH� VWDSOH� WUDS� LV� D� OHVV
GHWHUPLQLVWLF�RXWFRPH�WKDQ�6DFKV
�DVVXPHV�DQG�RZHV�PRUH�WR�SROLF\�FKRLFH�

7KH�VWDSOH� WUDS�PRGHO�DSSHDUV� WR�FDSWXUH� WKH�JLVW�RI� WKH�GHWHULRUDWLRQ� LQ� WKH� HFRQRPLF
SHUIRUPDQFH�RI�WKH�/DWLQ�$PHULFDQ�DQG�VXE�6DKDUDQ�$IULFDQ�FRXQWULHV��%XW�LW�GRHV�QRW
H[SODLQ�ZK\�WKH�LPSDFW�RI�WKH�VWDSOH�WUDS�GLG�QRW�RFFXU�HDUOLHU�LQ�/DWLQ�$PHULFD��JLYHQ
WKDW� UHJLRQ
V� KHDG� VWDUW�� 1RU� GRHV� LW� H[SODLQ� ZK\� JURZWK� FHDVHG� LQ�PRVW� VXE�6DKDUDQ
$IULFDQ� FRXQWULHV� DIWHU� WKH� ILUVW� RLO� VKRFN� ZKHUHDV� WKH� /DWLQ� $PHULFDQ� VORZGRZQ
RFFXUUHG�DIWHU�WKH�VHFRQG�VKRFN��2QH�SODXVLEOH�H[SODQDWLRQ�IRU�WKH�GHOD\HG�LPSDFW�RI�WKH
VWDSOH� WUDS� LQ� /DWLQ� $PHULFD� �DQG� HOVHZKHUH�� LV� WKDW� GXULQJ� WKH� SRVW�ZDU� SHULRG�
GHYHORSPHQW�HFRQRPLFV�SURGXFHG�SRRU�SROLF\�DGYLFH�WKDW�HQFRXUDJHG�WKH�FORVXUH�RI�WKH
SULPDU\� SURGXFW� H[SRUWLQJ� HFRQRPLHV� �/DO� ������� 3ULRU� WR� WKLV� SHULRG�� UHVRXUFH�ULFK
HFRQRPLHV� UHPDLQHG� UHODWLYHO\� RSHQ� RU� XQGHUZHQW� D� IRUFHG�� DV� RSSRVHG� WR� YROXQWDU\�
FORVXUH�RI�WKHLU�HFRQRPLHV��7KH�VFDOH�DQG�VNLOO�RI�WKH�LQWHUYHQWLRQ�UHTXLUHG�WR�H[HFXWH�D
SROLF\� RI� YROXQWDU\� WUDGH� DXWDUN\� RXWVWULSSHG� WKH� FDSDFLW\� RI� PRVW� JRYHUQPHQWV� WR
SURYLGH� LW� HIIHFWLYHO\�� /DO� ������� H[SUHVVHV� LW� DUFKO\�� LI� VRSKLVWLFDWHG� JRYHUQPHQWV� LQ
:HVWHUQ�(XURSH� HQFRXQWHU� GLIILFXOW\� LQ� H[HFXWLQJ� DPELWLRXVO\� LQWHUYHQWLRQLVW� SROLFLHV�
WKH� HTXLYDOHQW� RI� HLJKWHHQWK� FHQWXU\� JRYHUQPHQWV� LQ� GHYHORSLQJ� FRXQWULHV� FDQQRW� EH
H[SHFWHG�WR�DGPLQLVWHU�HYHQ�PRUH�DPELWLRXV�SROLFLHV�
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7KH� HDUOLHU� FROODSVH� RI� VXE�6DKDUDQ� $IULFDQ� FRXQWULHV� FRPSDUHG� ZLWK� WKRVH� RI� /DWLQ
$PHULFD�DSSHDUV�WR�EH�H[SODLQHG�E\�WKH�LQDELOLW\�RI�PRVW�VXE�6DKDUDQ�$IULFDQ�FRXQWULHV
WR�ERUURZ�UHF\FOHG�SHWURGROODUV�DIWHU�WKH������RLO�VKRFN��7KLV�ZDV�D�UHVXOW�RI�WKHLU�ORZHU
FUHGLWZRUWKLQHVV�YLV�j�YLV�WKH�PRUH�LQGXVWULDOL]HG�/DWLQ�$PHULFDQ�FRXQWULHV��7KH�ILUVW�RLO
VKRFN�PRUH�WKDQ�KDOYHG�WKH�*'3�JURZWK�UDWH�RI�VXE�6DKDUDQ�$IULFD��ZKHUHDV�WKH�VHFRQG
VKRFN�FXW�LW�WR�������:RUOG�%DQN��������)HZ�VXE�6DKDUDQ�$IULFDQ�FRXQWULHV�ZHUH�DEOH
WR�H[SDQG�IDVW�HQRXJK�LQWR�RWKHU�SULPDU\�SURGXFW�H[SRUWV�LQ�RUGHU�WR�SD\�IRU�WKH�KLJKHU
FRVWV� RI� LPSRUWHG� RLO�� 7KH\� ZHUH� WKHUHIRUH� IRUFHG� WR� UHVSRQG� WR� KLJKHU� RLO� SULFHV� E\
ORZHULQJ� RLO� LPSRUWV� DQG� DOVR� FXUELQJ� QRQ�RLO� LPSRUWV�� VR� WKDW� WKHLU� SURWHFWHG
PDQXIDFWXULQJ�VHFWRUV�ZHUH�GHSULYHG�RI�LPSRUWHG�LQSXWV�DQG�H[SHULHQFHG�VKDUS�IDOOV�LQ
RXWSXW��%DODVVD��������,Q�VRPH�LQVWDQFHV��QRWDEO\�=DPELD��ODUJH�LQIORZV�RI�IRUHLJQ�DLG
PHUHO\� VHUYHG� WR� SRVWSRQH� WKH� QHFHVVDU\� DGMXVWPHQW� RI� WKH� HFRQRP\� WR� WKH� OHVV
KRVSLWDEOH�H[WHUQDO�FRQGLWLRQV�

,Q�GUDZLQJ�SROLF\� OHVVRQV�IURP�WKH�KLVWRULFDO� UHFRUG��D�ZRUG�RI�FDXWLRQ� LV�DSSURSULDWH�
7KH� VHTXHQFHG� LQGXVWULDOL]DWLRQ�PRGHO� RI� WKH� UHVRXUFH�GHILFLHQW� FRXQWULHV� WKDW�ZDV� VR
VXFFHVVIXO���������PD\�QRW� UHPDLQ� DGYDQWDJHRXV��7KLV� LV� EHFDXVH� D�QHZ�JOREDO� WUDGH
SDWWHUQ� LV� HPHUJLQJ� LQ� ZKLFK� WKH� 3UHELVFK� HIIHFW� PD\� DSSO\� WR� ODERXU�LQWHQVLYH
PDQXIDFWXUHG� JRRGV��0RUHRYHU�� WKH� GHPDQG� IURP� WKH� EXUJHRQLQJ�(XUDVLDQ� UHJLRQ� IRU
IRRG� DQG� UDZ� PDWHULDOV� PD\� SXW� SUHVVXUH� RQ� VXSSOLHV� RI� SULPDU\� FRPPRGLWLHV� DQG
UHVWRUH� WKH� DGYDQWDJH� RI� UHVRXUFH� DEXQGDQFH�� )LQDOO\�� WKH� HYROYLQJ� SDWWHUQ� RI� JOREDO
WUDGH�PD\� DOVR� FRQIHU� VWURQJHU� JURZWK� RSSRUWXQLWLHV� LQ� WKH� IXWXUH� XSRQ�JOREDO� VHUYLFH
VXSSOLHUV�
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����2YHUYLHZ��OHDUQLQJ�IURP�SRVW�ZDU�H[SHULHQFH

7KLV�VHFWLRQ�GUDZV�XSRQ�WKH�OLWHUDWXUH�UHYLHZ�DQG�WKH�ILQGLQJV�WR�GDWH�IURP�LQ�GHSWK�FDVH
VWXGLHV� RI� UHVRXUFH�ULFK� FRXQWULHV� LQ� RUGHU� WR� VHW� RXW� WKH� SULQFLSDO� SROLF\� OHVVRQV� IRU
UHIRUP�RI�ERWK�GHYHORSLQJ�PDUNHW�HFRQRPLHV�DQG�WUDQVLWLRQ�HFRQRPLHV��7KH�FDVH�VWXGLHV
FRPSULVH� WZR�VHWV�RI�FRXQWULHV� WKDW�HDFK�VSDQ� WKH� UDQJH� LQ� UHVRXUFH�HQGRZPHQW��7KH\
FRYHU�GLIIHUHQFHV�LQ�SULPDU\�FRPPRGLWLHV��PLQHUDOV�DQG�FURSV��DQG�LQ�FRXQWU\�VL]H��7KH
ILUVW�VHW�RI�FDVH�VWXGLHV�FRPSULVHV�IRXU�SDLUV�RI�FRXQWULHV�DW�GLIIHUHQW�OHYHOV�RI�SHU�FDSLWD
LQFRPH�� ,W� LQFOXGHV�� UHODWLYHO\� ORZ�LQFRPH� *KDQD� DQG� %ROLYLD�� PLG�LQFRPH�0DOD\VLD
DQG�8QLWHG�$UDE�(PLUDWHV��WKH�ODUJH�PLG�LQFRPH�HFRQRPLHV�RI�$UJHQWLQD�DQG�0H[LFR�
DQG� ILQDOO\�� KLJK�LQFRPH�1RUZD\� DQG�)LQODQG�� 7KH� VHFRQG� VHW� RI� FRXQWULHV� FRPSULVHV
WZR�JURXSV�RQO\��RQH�RI�UHIRUPLQJ�PDUNHW�HFRQRPLHV��6RXWK�$IULFD�DQG�&RVWD�5LFD��DQG
RQH�RI�WUDQVLWLRQ�HFRQRPLHV��5XVVLD��.D]DNVWDQ�DQG�8]EHNLVWDQ��

7KH�FDVH�VWXG\�RI�0DOD\VLD� LV�HVSHFLDOO\� LOOXPLQDWLQJ�EHFDXVH� WKDW�FRXQWU\� LV�RQH�RI�D
KDQGIXO�RI� UHVRXUFH�ULFK�FRXQWULHV� WKDW� VXVWDLQHG� UDSLG� HFRQRPLF�JURZWK��7KUHH�RWKHUV
�%RWVZDQD��,QGRQHVLD�DQG�SRVW������&KLOH��DUH�DQDO\]HG�HOVHZKHUH��$XW\�DQG�0LNHVHOO
IRUWKFRPLQJ��� 0DOD\VLD� SURYLGHV� WKH� EDVLV� IRU� GHYHORSLQJ� D� PRGHO� RI� VXFFHVVIXO
UHVRXUFH�GULYHQ� GHYHORSPHQW�� ,QWHUHVWLQJO\�� 0DOD\VLD� GLG� FORVH� LWV� WUDGH� SROLF\
VRPHZKDW�IURP�WKH�ODWH�����V��)RU�H[DPSOH��LPSRUW�VXEVWLWXWLQJ�PDQXIDFWXULQJ�UHFHLYHG
WUDQVIHUV�HVWLPDWHG�DW�DURXQG����RI�*'3�GXULQJ�WKH�����V��(GZDUGV��������DQG�LQ�WKH
PLG�����V� DQ� RYHU�DPELWLRXV� SXEOLF�VHFWRU�OHG� +&,� %LJ� 3XVK� FUHDWHG� VHYHUH
PDFURHFRQRPLF�LPEDODQFHV��$XW\��������%XW�ILUVW�SULRULW\�ZDV�JLYHQ�WR�PDFURHFRQRPLF
VWDELOLW\��DQG�WUDGH�SROLF\�UHPDLQHG�UHODWLYHO\�RSHQ��0RUHRYHU��WKH�DGYHUVH�HIIHFWV�RI�WKH
����� FRPPRGLW\� SULFH� VKRFN� ZHUH� TXLFNO\� RIIVHW� E\� D� UDSLG� H[SDQVLRQ� LQ� H[SRUW�
RULHQWHG�PDQXIDFWXULQJ��6DOOHK�DQG�0H\DQDWKDQ��������7KH�PRGHVW�GHJUHH�RI�FORVXUH�RI
WKH� HFRQRP\� DSSHDUV� WR� EH� WKH� UHVXOW� RI� D� SROLWLFDO� FRPSURPLVH� UHDFKHG� EHWZHHQ
UHSUHVHQWDWLYHV� RI� WKH� 0DOD\� PDMRULW\� DQG� WKH� VL]HDEOH� &KLQHVH� PLQRULW\� WKDW� FHGHG
SROLWLFDO� SRZHU� WR� WKH� 0DOD\V� LQ� UHWXUQ� IRU� JXDUDQWHHV� WR� PDLQWDLQ� FRPPHUFLDO
RSSRUWXQLWLHV� IRU�&KLQHVH�EXVLQHVVHV��7KLV�H[SODQDWLRQ�RI�0DOD\VLDQ�VXFFHVV�DVVLJQV�D
FULWLFDO� UROH� WR� WKH� VLQJXODU� HWKQLF� FRPSRVLWLRQ� RI� 0DOD\VLD�� ,W� GRHV� QRW�� KRZHYHU�
LQYDOLGDWH� WKH� FRQFOXVLRQ� WKDW� D� UHVRXUFH�ULFK� FRXQWU\� FDQ� DFKLHYH� FRPSHWLWLYH
GLYHUVLILFDWLRQ� E\� SXUVXLQJ� VRXQG� HFRQRPLF� SROLFLHV� WKDW�PDLQWDLQ�PDUNHW� GLVFLSOLQHV�
1HYHUWKHOHVV�� LW� GRHV� XQGHUOLQH� WKH� LPSRUWDQW� UROH� WKDW� VRFLDO� FDSLWDO� FDQ� SOD\� LQ
GHWHUPLQLQJ�WKH�RXWFRPH�

$�ZRUG� RI� FDXWLRQ� FRQFHUQLQJ� WKH� UREXVWQHVV� RI� WKH� SROLF\� FRQFOXVLRQV� GUDZQ� LQ� WKLV
VHFWLRQ�LV�LQ�RUGHU��7KLV� LV�EHFDXVH��DW� WKLV�VWDJH�� WKH�OHVVRQV�WKDW�FDQ�EH�GLVWLOOHG�IURP
WKH�OLWHUDWXUH�UHYLHZ�DQG�DQ�LQLWLDO�FRQVLGHUDWLRQ�RI�WKH�FDVH�VWXGLHV�PXVW�EH�UHJDUGHG�DV
SUHOLPLQDU\�� +RZHYHU�� DOWKRXJK� VRPH� RI� WKH� GHWDLOV� PD\� FKDQJH�� LQ� SDUWLFXODU� WKH
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DGMXVWPHQWV� UHTXLUHG� IRU� VXFFHVV� LQ� VSHFLILF� W\SHV� RI� UHVRXUFH�ULFK� FRXQWU\�� WKH
FRQFOXVLRQV� FRQFHUQLQJ� WKH� EDVLF� UHIRUP� UHTXLUHPHQWV� DUH� QRW� H[SHFWHG� WR� DOWHU� YHU\
PXFK�

����5HIRUPLQJ�GHYHORSLQJ�PDUNHW�HFRQRPLHV

7KH� OHJDF\� RI� D� JURZWK� FROODSVH� LQFOXGHV� D� ODUJH� ILVFDO� GHILFLW� ZLWK� LQIODWLRQDU\
FRQVHTXHQFHV�� VHYHUH� SULFH� GLVWRUWLRQ�� DQG� VL]HDEOH� IRUHLJQ� GHEW� WKDW� SUHVHQWV� DFXWH
VHUYLFLQJ� SUREOHPV�� 7KH� WKUHH� SULQFLSDO� SROLF\� REMHFWLYHV� DUH�� WKHUHIRUH�� VWDELOL]DWLRQ�
WUDGH� DQG� SULFH� OLEHUDOL]DWLRQ� DQG� FDSLWDO� PDUNHW� OLEHUDOL]DWLRQ�� +RZHYHU�� HFRQRPLVWV
UHPDLQ�GLYLGHG�RYHU�ERWK� WKH�GHJUHH�RI�PRQHWDU\�DQG�ILVFDO� WLJKWHQLQJ� WKDW� LV� UHTXLUHG
DQG�WKHLU�WLPLQJ�LQ�UHODWLRQ�WR�SULFH�DQG�FDSLWDO�PDUNHW�OLEHUDOL]DWLRQ��)RU�H[DPSOH�� WKH
,0)�DGYRFDWHV�D� 
ELJ�EDQJ
�DSSURDFK�ZKHUHDV�&RUER�DQG�)LVFKHU� ������� UHFRPPHQG�D
PRUH�JUDGXDO�DQG�VHTXHQFHG�SURFHVV�RQ�WKH�EDVLV�RI�&KLOHDQ�H[SHULHQFH��&KLOH�SXUVXHG�D
WKUHH�VWDJH�VHTXHQFH��7KH�VHTXHQFH�LQLWLDOO\�WDUJHWV�VWDELOL]DWLRQ�XQWLO�SULFHV�IDOO�EHORZ
��������7KH�VHFRQG�VWDJH�� WUDGH� UHIRUP�� UHTXLUHV� UDLVLQJ� WD[HV� WR� FRPSHQVDWH� IRU� ORVW
UHYHQXHV� DV� WDULII� EDUULHUV� DUH� UHGXFHG�� )LVFDO� UHIRUP� DOVR� FDOOV� IRU� D� UHGXFWLRQ� LQ
VXEVLGLHV�DQG�WKH�EURDGHQLQJ�RI�WD[�UHYHQXHV�LQWR��IRU�H[DPSOH��D�YDOXH�DGGHG�WD[��6XFK
D�WD[�LV��KRZHYHU��SRWHQWLDOO\� LQIODWLRQDU\�DQG�GHHSO\�XQSRSXODU��7KH�WKLUG�VWDJH�RI� WKH
UHIRUP�SURFHVV��FDSLWDO�PDUNHW� OLEHUDOL]DWLRQ��PD\� OHDG� WR� ODUJH�FDSLWDO� IORZV� WKDW�KDYH
GHVWDELOL]LQJ� LPSDFWV��7KLV�XQIRUWXQDWH�DVSHFW�RI� VXFFHVVIXO� UHIRUP�SXVKHV�XS� WKH� UHDO
H[FKDQJH�UDWH�DQG�KDPSHUV�GLYHUVLILFDWLRQ�RI�WKH�WUDGHDEOH�VHFWRU��:LOOLDPVRQ��������,W
LV� VWLOO� XQFOHDU� KRZ� WR� DPHOLRUDWH� WKLV� SUREOHP�� ZKLFK� LV� HVSHFLDOO\� DFXWH� IRU� VPDOO
UHVRXUFH�ULFK� FRXQWULHV� OLNH� -DPDLFD� DQG� 7ULQLGDG� DQG� 7REDJR� ZKRVH� GLYHUVLILFDWLRQ
RSWLRQV�DUH�VWUXFWXUDOO\�FRQVWUDLQHG��$XW\�DQG�0LNHVHOO�IRUWKFRPLQJ��

$�VXFFHVVIXO�ELJ�EDQJ�UHIRUP�VWUDWHJ\�GRHV�QRW�HVFDSH�WKLV�GLIILFXOW\�RI�D�UHODWLYHO\�KLJK
EXW�SRWHQWLDOO\�YRODWLOH�H[FKDQJH�UDWH��EXW�LW�GRHV�HQWDLO�RWKHU�ULVNV�RI� LWV�RZQ��7KH�ELJ
EDQJ� UHIRUP� DGRSWHG� E\� 3HUX� LQ� WKH� HDUO\�����V� FRPSUHVVHG� WKH� WKUHH� EDVLF� UHIRUP
VWDJHV� RXWOLQHG� DERYH� DQG� OHG� WR� WKUHH� \HDUV� RI� HFRQRPLF� VWDJQDWLRQ� EHIRUH� D� IDLUO\
UREXVW�UHFRYHU\�JRW�XQGHU�ZD\��7KH�SHULRG�RI�VWDJQDWLRQ�PLJKW�KDYH�EHHQ�DYRLGHG�E\�D
FRPELQDWLRQ� RI� PRUH� JUDGXDO� ILVFDO� DQG� PRQHWDU\� WLJKWHQLQJ� DQG� VORZHU� WUDGH
OLEHUDOL]DWLRQ�� ,Q� DGGLWLRQ�� JRYHUQPHQW� VSHQGLQJ� DQG� LQFHQWLYHV� WR� LQYHVWPHQW� ZRXOG
KDYH�EHQHILWHG�ORZ�LQFRPH�JURXSV�ZKR�RWKHUZLVH�DUH�VHHQ�DV�EHDULQJ�D�GLVSURSRUWLRQDWH
VKDUH� RI� WKH� DGMXVWPHQW��<HW�� WR� VHW� DJDLQVW� WKLV�� WKHUH� LV� WKH� ULVN� WKDW� D�PRUH� JUDGXDO
VWUDWHJ\�PD\� RYHU�VWLPXODWH� WKH� HFRQRP\� DQG� OHQJWKHQ� WKH� VWDELOL]DWLRQ� SURFHVV�� 7KLV
FDQ�SXW�WKH�FRPPLWPHQW�RI�WKH�JRYHUQPHQW�WR�UHIRUP�LQ�GRXEW�DQG�IXUWKHU�SRVWSRQH�WKH
UHFRYHU\�RI�LQYHVWPHQW��DV�*KDQD�LOOXVWUDWHV�

:KHWKHU� WKH� UHIRUPV�SURFHHG� DV� D� ELJ� EDQJ� RU� D�PRUH� JUDGXDO� VHTXHQFH�� FRPPRGLW\�
H[SRUWLQJ�FRXQWULHV�DUH�HVSHFLDOO\�SURQH�WR�H[WHUQDO�VKRFNV��7KHUHIRUH��WKH�VXFFHVV�RI�WKH
EDVLF�UHIRUPV�LV�HQKDQFHG�E\�WKH�FRQVWUXFWLRQ�RI�DSSURSULDWH�LQVWLWXWLRQV�WR�PLWLJDWH�VXFK
GHVWDELOL]LQJ�HYHQWV��2QH�VXFK�LQVWLWXWLRQ�LV�D�FRPPRGLW\�UHYHQXH�VWDELOL]DWLRQ�IXQG�WKDW
DEVRUEV�UHYHQXHV�LQ�H[FHVV�RI�H[SRUW�SULFH�SURMHFWLRQV�GXULQJ�D�FRPPRGLW\�ERRP��7KH
DFFXPXODWHG�UHVHUYHV�FDQ�VXEVHTXHQWO\�EH�XVHG�WR�VPRRWK�WKH�DGMXVWPHQW�RI�JRYHUQPHQW
H[SHQGLWXUH� WR� D� SULFH� GRZQVZLQJ�� 6XFK� D� V\VWHP� FDQ� EH� DGDSWHG� VR� WKDW� LW� VWHULOL]HV
FRPPRGLW\� IRUHLJQ� H[FKDQJH� IORZV� LQ� RUGHU� WR� GDPSHQ� WKH� YRODWLOLW\� RI� WKH� H[FKDQJH
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UDWH�� D� YRODWLOLW\� WKDW� LV� OLNHO\� WR� GHWHU� LQYHVWPHQW� LQ� WKH� QRQ�ERRPLQJ� WUDGHDEOHV
�*\OIDVRQ� HW� DO�� ������� 7KLV� FDQ� EH� PDQDJHG� E\� WKH� FHQWUDO� EDQN� EX\LQJ� IRUHLJQ
H[FKDQJH�ZLWK�GRPHVWLF�FXUUHQF\�GXULQJ�D�FRPPRGLW\�ERRP��WDNLQJ�FDUH�WR�HQVXUH�WKDW
VXFK� PHDVXUHV� DUH� FORVHO\� LQWHJUDWHG� ZLWK� PRQHWDU\� DQG� ILVFDO� SROLFLHV�� 6KRXOG� DQ
LPSURYHPHQW� LQ� WKH� FRPPRGLW\� LQFRPH� VWUHDP� SURYH� PRUH� SHUPDQHQW�� WKHQ� DQ
DGMXVWPHQW�WR�D�QHZ�HTXLOLEULXP�LQ�WKH�UHDO�H[FKDQJH�UDWH�DQG�LQ�JRYHUQPHQW�UHYHQXHV
FDQ� EH� VPRRWKO\� HQJLQHHUHG�� 7KH� GHVWDELOL]LQJ� LPSDFW� RI� H[WHUQDO� FDSLWDO� IORZV
DVVRFLDWHG� ZLWK� D� ERRP�� RU� ZLWK� VXFFHVVIXO� VWDELOL]DWLRQ�� PD\� DOVR� EH� UHGXFHG� E\
REOLJLQJ� IRUHLJQ� LQYHVWRUV� WR� PDLQWDLQ� WKHLU� KROGLQJV� IRU� D� PLQLPXP� VSHFLILHG� WLPH
SHULRG�� ,Q� WKH� FDVH� RI� &KLOH�� WKLV� ZDV� VHW� DW� WZHOYH�PRQWKV�� 7KH� HIIHFWLYHQHVV� RI� WKH
FHQWUDO�EDQN�LQ�SHUIRUPLQJ�WKHVH�IXQFWLRQV�DQG�DOVR� LQ�FXUELQJ� LQIODWLRQ� LV� OLNHO\� WR�EH
HQKDQFHG�E\�JUDQWLQJ�LW�D�KLJK�GHJUHH�RI�DXWRQRP\�DQG�WKLV�LV�DQ�LPSRUWDQW�FRPSRQHQW
RI�LQVWLWXWLRQDO�FDSLWDO�

7KH�UHIRUP�RI�GLVWRUWHG�UHVRXUFH�ULFK�HFRQRPLHV�KDV�JHQHUDOO\�WDNHQ�PXFK�ORQJHU�WKDQ
ILUVW� DQWLFLSDWHG��7KLV� LV� EHFDXVH� HDUO\�SURJUDPPHV�XQGHUHVWLPDWHG� WKH� FRQWULEXWLRQ� WR
VXFFHVVIXO�UHIRUP�WKDW�WKRVH�IDFWRUV�PDNH�WKDW�FDQ�RQO\�EH�FKDQJHG�RYHU�WKH�ORQJHU�WHUP�
QRWDEO\� WKH� VWDWH� RI� WKH� FDSLWDO� VWRFN� �DOO� LWV� FRPSRQHQWV��� 7KH� *KDQD� FDVH� VWXG\
SURYLGHV� D� FOHDU� LOOXVWUDWLRQ��:KHQ� WKH� JRYHUQPHQW� RI� *KDQD� DJUHHG� DQ� ,0)� ORDQ� LQ
�����LW�QHJRWLDWHG�WR�GRZQJUDGH� WKH� LPSRUWDQFH�RI�VWDELOL]DWLRQ�DQG�GHOD\HG�H[FKDQJH
UDWH�UHDOLJQPHQW�IRU�IHDU�RI�WKH�SROLWLFDO�UHSHUFXVVLRQV��$V�D�UHVXOW��LQIODWLRQDU\�SUHVVXUHV
SHUVLVWHG�ORQJHU�LQ�*KDQD�DQG�UHWDUGHG�WKH�DFKLHYHPHQW�RI�D�FRPSHWLWLYH�H[FKDQJH�UDWH
XQWLO� WKH�ODWH�����V��$OWKRXJK�LQYHVWPHQW�VXEVHTXHQWO\�UHFRYHUHG� WR�����RI�*'3�� WKH
ODFN� RI� SULYDWH� LQYHVWRU� FRQILGHQFH�PHDQW� WKDW� OHVV� WKDQ� RQH�WKLUG� HPDQDWHG� IURP� WKH
SULYDWH�VHFWRU��,Q�IDFW��KDOI�RI�WKH�LQYHVWPHQW�GUHZ�RQ�DLG�DQG�VRIW�ORDQV�DQG�WKH\�EDUHO\
RIIVHW�FDSLWDO�GHSUHFLDWLRQ�LQ�WKH�����V��7KHUHIRUH��DOWKRXJK�*'3�JURZWK�DYHUDJHG����
WKLV�ZDV�D�UHVXOW�RI�WKH�PRUH�HIIHFWLYH�XVH�RI�H[LVWLQJ�UHVRXUFHV�UDWKHU�WKDQ�WKH�H[SDQVLRQ
RI� WKH� FDSLWDO� VWRFN�� ,W�ZDV� HVWLPDWHG� WKDW� WKH� VWRFN� RI� SURGXFHG� FDSLWDO�PLJKW� WDNH� D
JHQHUDWLRQ�PHUHO\�WR�UHVWRUH�LW� WR� LWV�FRQGLWLRQ�EHIRUH�WKH�JURZWK�FROODSVH��0HDQZKLOH�
WKH� FRXQWU\
V� KXPDQ� FDSLWDO� KDG� DOVR� GHFOLQHG� DV�PDQ\� RI� LWV� EHWWHU�HGXFDWHG� FLWL]HQV
PLJUDWHG�RYHUVHDV�DQG�SXEOLF�H[SHQGLWXUH�RQ�KHDOWK�DQG�HGXFDWLRQ�VOXPSHG�WR�D�PHDJUH
�����RI�*'3��,Q�DGGLWLRQ��WKH�VXVSHQVLRQ�RI�GHPRFUDF\�DQG�PRUH�WKDQ�WZR�GHFDGHV�RI
JRYHUQPHQW�KRVWLOLW\� WR�SULYDWH�HQWHUSULVH� VHW� EDFN� WKH� DFFXPXODWLRQ�RI�SRVLWLYH� VRFLDO
DQG�LQVWLWXWLRQDO�FDSLWDO�

(GZDUGV� ������� VXJJHVWV� WKDW� GXULQJ� WKH� UHFRYHU\� IURP� DQ� HFRQRPLF� FROODSVH�� SXEOLF
VDYLQJ� PLJKW� ILUVW� EH� LQFUHDVHG�� SURYLGHG� WKDW� VRFLR�SROLWLFDO� LQVWLWXWLRQV� HQKDQFH
SROLWLFDO�VWDELOLW\�DQG�OHDYH�JRYHUQPHQWV�ZLWK�VRPH�H[SHFWDWLRQ�WKDW�WKH\�PD\�UHPDLQ�LQ
SRZHU�WR�EHQHILW�IURP�WKHLU� 
SUXGHQW
�EHKDYLRXU��,Q�DGGLWLRQ��SULYDWH�VDYLQJ�FDQ�DOVR�EH
LQFUHDVHG�E\�LQVWLWXWLRQDO�PHDVXUHV��VXFK�DV�WKH�H[WHQVLRQ�RI�WKH�SULYDWH�SHQVLRQ�V\VWHP�
1HYHUWKHOHVV��WKH�SULQFLSDO�FDXVH�RI�LPSURYHG�VDYLQJ�UDWHV�LV�VXVWDLQHG�HFRQRPLF�JURZWK
DQG� VR� *DYLQ� HW� DO�� ������� ZDUQ� DJDLQVW� FRQFHQWUDWLQJ� RQ� PHGLXP�WHUP� PHDVXUHV� WR
ERRVW� VDYLQJ��7KH\�SRLQW�RXW� WKDW� WKH� SROLFLHV� UHTXLUHG� WR� ERRVW� VDYLQJ� RYHU� WKH� ORQJ�
WHUP� �VWDELOL]DWLRQ� DQG� ILQDQFLDO� DQG� WUDGH� OLEHUDOL]DWLRQ�� PD\�� SDUDGR[LFDOO\�� LQLWLDOO\
GHSUHVV�WKH�VDYLQJ�UDWH��7KHUHIRUH��WKH�WDUG\�UHVSRQVH�WR�WKH�HFRQRPLF�SROLF\�UHIRUP�RI
WKH� ����V� LV� SDUWO\� GXH� WR� WKH� IDFW� WKDW� WKH� UHIRUP� PHDVXUHV� LQLWLDOO\� VWLPXODWH
FRQVXPSWLRQ� DW� WKH� H[SHQVH� RI� SULYDWH� VDYLQJ�� 2QH� LPSOLFDWLRQ� RI� WKLV� LV� WKDW
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FRQYDOHVFLQJ� HFRQRPLHV� ZLOO� EH� PRUH� GHSHQGHQW� RQ� IRUHLJQ� FDSLWDO� IRU� D� ZKLOH�
UHQGHULQJ�WKHP�YXOQHUDEOH�WR�YRODWLOH�FDSLWDO�IORZV��([SUHVVHG�DQRWKHU�ZD\��D�VWDSOH�WUDS
PD\�EH�UHSODFHG�E\�D�FDSLWDO�WUDS��DV�QRWHG�HDUOLHU�

0LQHUDO�GULYHQ� HFRQRPLHV� OLNH� %ROLYLD� DQG� 8$(� DPRQJ� WKH� FDVH� VWXG\� FRXQWULHV
H[SHULHQFH�DGGLWLRQDO�SUREOHPV�DULVLQJ�RXW�RI�WKH�IDFW�WKDW�PLQLQJ�LV�XVXDOO\�ODUJH�VFDOH�
FDSLWDO�LQWHQVLYH�� IRUHLJQ�RZQHG� DQG� JHQHUDWHV� IHZ� ORFDO� SURGXFWLYH� OLQNDJHV�� 7KLV� LV
HVSHFLDOO\� VR� LQ� VPDOOHU� FRXQWULHV� ZKHUH� FRPSOHPHQWDU\� LQSXWV� IRU� 5%,� DUH� XVXDOO\
ODFNLQJ��7KH�HFRQRPLF�VWLPXOXV�IURP�PLQLQJ�LV�WKHUHIRUH�KHDYLO\�FRQFHQWUDWHG�RQ�ILVFDO
OLQNDJH�� VR� WKDW� WKH� JRYHUQPHQW� PXVW� WD[� WKH� UHQWV� DQG� WKHQ� HQVXUH� WKHLU� HIIHFWLYH
GHSOR\PHQW�� 7KLV� PDNHV� WKH� PLQHUDO�GULYHQ� HFRQRPLHV� HVSHFLDOO\� YXOQHUDEOH� WR
JRYHUQPHQW�IDLOXUH�DQG�WKH�VTXDQGHULQJ�RI�ILQLWH�QDWXUDO�FDSLWDO��)RU�WKHVH�FRXQWULHV�LW�LV
HVSHFLDOO\� LPSRUWDQW� WR� FRQVWUXFW� LQVWLWXWLRQV� WKDW� FRQVWUDLQ� LQDSSURSULDWH� SXEOLF
H[SHQGLWXUH��2QH�VXFK�LQVWLWXWLRQ�LV�D�GHGLFDWHG�FDSLWDO�GHYHORSPHQW�IXQG��&')��IRU�WKH
PLQHUDO� UHQWV� ZKLFK�� LQ� RUGHU� WR� DVVLVW� LQ� VWHULOL]DWLRQ�� PD\� EH� LQYHVWHG� RIIVKRUH�� ,Q
DGGLWLRQ� WKH� XVH� RI� ($5$� DQG� WKH� FDOFXODWLRQ� RI� WKH� JHQXLQH� VDYLQJ� UDWH� FDQ� DOVR
LPSURYH� WKH�GRPHVWLF� DEVRUSWLRQ�RI� WKH� UHQWV� E\� GLVWLQJXLVKLQJ� WKH� FDSLWDO� FRPSRQHQW
IURP�WKH�LQFRPH�FRPSRQHQW�ZLWKLQ�WKH�UHQWV�DQG�JDXJLQJ�WKH�GHJUHH�WR�ZKLFK�HFRQRPLF
JURZWK� LV�VXVWDLQDEOH��7KH�FDSLWDO�FRPSRQHQW�RI� WKH� UHQWV�PXVW�EH� LQYHVWHG� LQ�ZHDOWK�
SURGXFLQJ�DVVHWV� LQ� DGGLWLRQ� WR� WKRVH� DULVLQJ� IURP�QRQ�PLQHUDO� LQYHVWPHQW� LQ� RUGHU� WR
PDLQWDLQ�WKH�LQFRPH�VWUHDP�IURP�WKH�GHSOHWLQJ�PLQHUDO�UHVRXUFH�DQG�SUHYHQW�OHDNDJH�RI
WKH�UHQWV�LQWR�FRQVXPSWLRQ�

%ROLYLD�� OLNH� *KDQD�� DOVR� H[SHULHQFHG� D� GLVDSSRLQWLQJO\� VORZ� UHFRYHU\� IROORZLQJ� LWV
HVSRXVDO�RI�UHIRUP�LQ�������7KH�QDWLRQDOL]HG�PLQHV�KDG�EHHQ�UXQ�GRZQ�DV�LQYHVWPHQW�LQ
PDLQWHQDQFH�DQG�H[SORUDWLRQ�ZHUH�VNLPSHG��7DEOH���VKRZV�WKDW�WKH�JHQXLQH�VDYLQJ�UDWH
IRU�%ROLYLD�GXULQJ�WKH�����V�ZDV�SURIRXQGO\�QHJDWLYH��LQ�RWKHU�ZRUGV�WKDW�D�VXEVWDQWLDO
GHSOHWLRQ�RI�QDWXUDO�FDSLWDO�RFFXUUHG�ZLWKRXW�D�FRPSHQVDWLQJ�DFFXPXODWLRQ�RI�SURGXFHG
RU�KXPDQ�FDSLWDO��$�SUH�FRQGLWLRQ� IRU� WKH�GLVFRYHU\�DQG�GHYHORSPHQW�RI�QHZ�UHVHUYHV
ZDV� SULYDWL]DWLRQ� DQG� LQYHVWRU�IULHQGO\� UHJXODWLRQV�� $OWKRXJK� DJULFXOWXUDO� RXWSXW� LQ
%ROLYLD� KDV� WKH� SRWHQWLDO� WR� UHVSRQG� IDVWHU�� WKH� EHQHILWV� RI� H[WHQVLYH� ODQG� UHIRUP
XQGHUWDNHQ� GXULQJ� WKH� ����V� LQ� WKH�$QGHV� �ZKHUH� WKH� EXON� RI� WKH� SRSXODWLRQ� UHVLGHG�
ZHUH�RYHUWDNHQ�E\�D�FRPELQDWLRQ�RI� ULVLQJ�SRSXODWLRQ�DQG� LQDGHTXDWH�DFFHVV� WR�FUHGLW�
7KH� HDVWHUQ� ORZODQGV� RIIHU� JUHDWHU� GHYHORSPHQW� RSSRUWXQLWLHV� WKDQ� WKH� RYHUSRSXODWHG
$QGHDQ�SODWHDX[��QRWDEO\�LQ�IDUPLQJ�DQG�JDV�EDVHG�LQGXVWU\��EXW�OLYLQJ�FRQGLWLRQV�WKHUH
DUH� RIWHQ� XQKHDOWK\� DQG� KDUVK�� 0HDQZKLOH�� PXFK� RI� WKH� ,6,� FROODSVHG� ZKHQ� WDULII
SURWHFWLRQ� ZDV� UHPRYHG�� ,QGXVWULDOL]DWLRQ� LV� FRQVWUDLQHG� E\� WKH� VPDOO� VL]H� DQG
JHRJUDSKLFDOO\� IUDJPHQWHG� QDWXUH� RI� WKH� GRPHVWLF� PDUNHW�� SUREOHPV� WKDW� DUH
FRPSRXQGHG�E\� WKH�FRXQWU\
V� ODQG�ORFNHG� ORFDWLRQ�DQG�PRXQWDLQRXV�JHRJUDSK\�� ,Q� WKH
DEVHQFH� RI� D� UREXVW� HFRQRPLF� UHFRYHU\�� LOOHJDO� FRFD� FXOWLYDWLRQ� KDV� WKULYHG�� ZLWK
DWWHQGDQW� SUREOHPV� RI� XQUHFRUGHG� DQG� XQWD[DEOH� UHYHQXH� IORZV� DQG� WHQVLRQV� EHWZHHQ
JRYHUQPHQW� DQG� IDUPHUV�� 7KH� EDVLF� UHIRUP�PHVVDJH� KDV� EHHQ� GLVWLOOHG� GRZQ� LQWR� 
JHW
SULFHV� ULJKW
�� EXW� LW� PLJKW� EH� PRUH� DFFXUDWHO\� VWDWHG� DV�� JHW� SULFHV� ULJKW� DQG� QXUWXUH
LQVWLWXWLRQDO�FDSLWDO�

0DQ\�RLO�H[SRUWLQJ�FRXQWULHV�KDYH�KLJKO\�IDYRXUDEOH�UDWLRV�RI�RLO�UHVHUYHV�WR�SRSXODWLRQ�
D�FKDUDFWHULVWLF�WKDW�HDUQHG�WKHP�WKH�GHVLJQDWLRQ�RI�
FDSLWDO�VXUSOXV
�RLO�H[SRUWHUV�GXULQJ
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WKH���������DQG���������RLO�ERRPV��7KH�FDVH�VWXG\�RI�WKH�8QLWHG�$UDE�(PLUDWHV�VKRZV
WKDW�� OLNH� PRVW� VXFK� FRXQWULHV�� LW� H[SHULHQFHG� D� UHODWLYHO\� PRGHVW� UHDO� GHFOLQH� LQ� SHU
FDSLWD�LQFRPH�ZKHQ�RLO�SULFHV�GURSSHG�LQ�WKH�PLG�����V�DQG�WKDW�HFRQRPLF�JURZWK�KDV
\HW�WR�UHVXPH��0DQ\�RI�WKHVH�FRXQWULHV�GLYHUVLILHG�LQWR�5%,��QRWDEO\�DOXPLQLXP�VPHOWLQJ
DQG� SHWURFKHPLFDOV�� ZKLFK� DUH� KLJKO\� FDSLWDO�LQWHQVLYH� DQG� SURGXFH� IHZ� MREV�
0HDQZKLOH� DULGLW\� OLPLWV� DJULFXOWXUDO� SURGXFWLRQ�� 7KH� VHUYLFH� VHFWRU� PXVW� WKHUHIRUH
SURYLGH�PRVW�HPSOR\PHQW��+RZHYHU��KHDY\�JRYHUQPHQW�H[SHQGLWXUH�RQ�KXPDQ�FDSLWDO
KDV�IDLOHG�WR�FUHDWH�WKH�ZRUNIRUFH�VNLOOV�UHTXLUHG�LQ�RUGHU�WR�GLYHUVLI\�HFRQRPLF�DFWLYLW\�
,QVWHDG�� LW� KDV� FUHDWHG� D� GHSHQGHQF\� RQ� SXEOLF� VHFWRU� HPSOR\PHQW�� PXFK� RI� LW
XQSURGXFWLYH�WKDW� OHDYHV�PRUH�PHQLDO� WDVNV�WR�PLJUDQW�ZRUNHUV��7KH�FORVHU�DGMXVWPHQW
RI�ZDJH� UDWHV� LQ� OLQH�ZLWK� SURGXFWLYLW\� LV� WKHUHIRUH� UHTXLUHG�ZLWKLQ� WKH� SXEOLF� VHFWRU�
DORQJ�ZLWK�H[SDQGHG�SURYLVLRQ�RI�YRFDWLRQDO�LQVWUXFWLRQ�

8QIRUWXQDWHO\�� WKH� OLNHOLKRRG� RI� SROLF\� GHPDQGV� RXWVWULSSLQJ� WKH� LPSOHPHQWDWLRQ
FDSDFLW\� RI� WKH� JRYHUQPHQW� LV� KLJKHU� IRU� WKH� PLQHUDO�GULYHQ� HFRQRPLHV� WKDQ� LW� LV� IRU
PRVW� RWKHU� FRPPRGLWLHV�� )RU� H[DPSOH�� WKH� SURGXFWLRQ� IXQFWLRQ� RI� FURS� SURGXFWLRQ
WULJJHUV�D�PRUH�GLYHUVH�VHW�RI� OLQNDJHV� WKDQ�PLQLQJ��7KLV� LV�EHFDXVH�FURS�UHYHQXHV�DUH
PRUH� OLNHO\� WR� IORZ� WR� GRPHVWLF� IDUPHUV� DQG� LQWR� ILQDO� GHPDQG� OLQNDJH� DQG� DOVR� LQWR
GRPHVWLF�EDFNZDUG�DQG�IRUZDUG�SURGXFWLYH�OLQNDJHV��UDWKHU�WKDQ�LQWR�ILVFDO�OLQNDJH�RQO\
DV� LV� WKH� FDVH� LQ� PLQLQJ�� 7KH� OHVV� FDSLWDO�LQWHQVLYH� QDWXUH� RI� PXFK� DJULFXOWXUDO
SURGXFWLRQ�DOVR�SURPLVHV�D�VZLIWHU�UHVSRQVH�WR�SULFH�UHDOLJQPHQWV�WKDQ�HLWKHU�PLQLQJ�RU
PDQXIDFWXULQJ�FDQ�SURYLGH��0RUHRYHU�� WKH� LQWURGXFWLRQ�RI� UDWLRQDO�SULFLQJ�SROLFLHV�FDQ
HQVXUH�WKDW�ZDWHU��VRLO�DQG�IRUHVW�UHVRXUFHV�DUH�VXVWDLQDEO\�PDQDJHG��+RZHYHU��DV�QRWHG
LQ�6HFWLRQ������WKH�UHDOL]DWLRQ�RI�WKHVH�DGYDQWDJHV�RI�FURS�GULYHQ�JURZWK�RYHU�PLQHUDO�
GULYHQ� JURZWK� DUH� EDVHG� XSRQ� WKH� DFFXPXODWLRQ� RI� SRVLWLYH� VRFLDO� DQG� LQVWLWXWLRQDO
FDSLWDO��$OO�WRR�RIWHQ�WKH�IDFWLRQDO�JRYHUQPHQWV�RI�WKHVH�FRXQWULHV�UDQ�WKLV�FDSLWDO�GRZQ�

7KH�SUREOHPV�RI�WKH�PLQHUDO�HFRQRPLHV�DSSHDU�WR�EH�LQKHUHQW�WR�WKH�SURGXFWLRQ�IXQFWLRQ
RI� PLQLQJ� DQG� GHPDQG� HVSHFLDOO\� VWULQJHQW� FRQVWUDLQWV� RQ� JRYHUQPHQW� SROLF\�� 7KH
WUDQVLWLRQ�HFRQRPLHV�VKDUH�ZLWK�WKH�PLQHUDO�HFRQRPLHV�D�VLPLODU� LQKHUHQW�ELDV� WRZDUGV
KLJK�OHYHOV�RI�VWDWH�LQWHUYHQWLRQ��DW�OHDVW�DW�WKH�RXWVHW�RI�UHIRUP��HYHQ�LI��OLNH�8]EHNLVWDQ�
WKH\�DUH�QRW�PLQHUDO�GULYHQ�

����5HIRUPLQJ�WKH�WUDQVLWLRQ�HFRQRPLHV

2YHUDOO�� DQ� DEXQGDQW� QDWXUDO� UHVRXUFH� HQGRZPHQW� VHHPV� PRUH� OLNHO\� WR� DPSOLI\� WKH
SUREOHPV� RI� WKH� WUDQVLWLRQ� WR� D�PDUNHW� HFRQRP\� WKDQ� WR� UHGXFH� WKHP�� 2QH� LPSRUWDQW
UHDVRQ�IRU�WKLV�LV�WKDW�D�ULFK�UHVRXUFH�HQGRZPHQW�HQFRXUDJHV�D�VORZ�UHVSRQVH�WR�UHIRUP
DQG��DV�QRWHG�EHORZ��D�VORZ�UHVSRQVH�DPSOLILHV�WKH�ORVV�RI�RXWSXW�DQG�KHLJKWHQV�WKH�ULVN
RI� SROLF\� FRUUXSWLRQ�� )RU� H[DPSOH�� WKH� UHVRXUFH�ULFK� WUDQVLWLRQ� HFRQRPLHV
� JUHDWHU
UHOLDQFH� XSRQ� DJULFXOWXUH� DQG�RU� PLQHUDOV� �DV� LQ� &HQWUDO� $VLD�� KDV� LQFOLQHG� WKHLU
JRYHUQPHQWV� WR�EHOLHYH� WKDW� WKH�JUDGXDOLVW�(DVW�$VLDQ� WUDQVLWLRQ� LV� D�PRUH� DSSURSULDWH
PRGHO�IRU�WKHP�WKDQ�WKH�ELJ�EDQJ�UHIRUP�DGRSWHG�LQ�WKH�PRUH�LQGXVWULDOL]HG�FRXQWULHV�RI
(DVWHUQ�(XURSH��$�VHFRQG�DQG�UHODWHG�UHDVRQ�ZK\�UHVRXUFH�DEXQGDQFH�PD\�KDPSHU�WKH
WUDQVLWLRQ�LV� WKDW� WKH�UHVRXUFH�UHQWV�DUH�SHUFHLYHG�DV�D�FXVKLRQ�DJDLQVW� WKH�KDUVKQHVV�RI
UHIRUP�� ,Q� WKH� FDVH� RI� PLQHUDOV�� IRU� H[DPSOH�� GHPDQGV� IRU� DGYDQFH� SD\PHQWV� IURP
IRUHLJQ�LQYHVWRUV�GXULQJ�FRQWUDFW�QHJRWLDWLRQV�FDQ�GUDZ�WKH�UHVRXUFH�UHQWV�IRUZDUG��%XW
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VXFK� DGYDQFH� UHYHQXHV�� OLNH� RWKHU� SXEOLF� UHYHQXHV�� DUH� YXOQHUDEOH� WR� OHDNDJH� LQ� WKH
DEVHQFH� RI� HLWKHU� ILQDQFLDO� WUDQVSDUHQF\� RU� PDUNHW� GLVFLSOLQH�� 0HDQZKLOH�� WKH� IXWXUH
SURGXFWLRQ� RQ� ZKLFK� WKH\� DUH� SUHPLVHG�� PD\� QRW� PDWHULDOL]H�� $� WKLUG� UHDVRQ� LV� WKDW
DJULFXOWXUH�LV�KHDYLO\�VXEVLGL]HG�XQGHU�FHQWUDO�SODQQLQJ��VR�WKDW�LW�H[SHULHQFHV�D�PDVVLYH
DGMXVWPHQW�GXULQJ�UHIRUP��7KH�DGMXVWPHQW�LQFOXGHV�D�OHJDF\�RI� LQDSSURSULDWHO\�FDSLWDO�
LQWHQVLYH� WHFKQRORJ\��ZHDN� LQVWLWXWLRQV� DQG�PLVPDQDJHG� VRLO� DQG�ZDWHU� UHVRXUFHV� WKDW
UHTXLUH�XUJHQW�DQG�H[SHQVLYH�DWWHQWLRQ��(VW\�������

7KH�WUDQVLWLRQ�IURP�D�VRFLDOLVW�HFRQRP\�WR�D�PDUNHW�HFRQRP\�FDOOV�IRU�PRUH�H[WHQVLYH
UHIRUPV�WKDQ�LQ�WKH�FDVH�RI�GLVWRUWHG�PDUNHW�HFRQRPLHV��)LVFKHU�HW�DO���������DUJXH�WKDW
UHIRUPV� DUH� UHTXLUHG� LQ� VL[� DUHDV�� ,Q� DGGLWLRQ�� WR� PDFURHFRQRPLF� VWDELOL]DWLRQ�� SULFH
OLEHUDOL]DWLRQ� DQG� WUDGH� OLEHUDOL]DWLRQ�� DQG� FXUUHQW� DFFRXQW� FRQYHUWLELOLW\�� WUDQVLWLRQ
HFRQRPLHV�PXVW�DOVR�SXUVXH�HQWHUSULVH�UHIRUP��WKH�FUHDWLRQ�RI�D�VRFLDO�VDIHW\�QHW��DQG�WKH
SURYLVLRQ�RI�DQ� LQVWLWXWLRQDO�DQG� OHJDO� IUDPHZRUN� IRU�D�PDUNHW�HFRQRP\� �LQFOXGLQJ�DQ
DSSURSULDWH�ILQDQFLDO�V\VWHP���$V�ZLWK�WKH�GHYHORSLQJ�PDUNHW�HFRQRPLHV��PXFK�GHEDWH
KDV�FHQWUHG�RQ�WKH�VSHHG�RI�UHIRUP��+RZHYHU��IRU�WKH�WUDQVLWLRQ�HFRQRPLHV��D�
ELJ�EDQJ

VWUDWHJ\�FDQ�RQO\�DSSO\�WR�VWDELOL]DWLRQ��DQG�WR�WUDGH�DQG�SULFH�OLEHUDOL]DWLRQ�EHFDXVH�WKH
RWKHU�UHIRUPV�WDFNOH�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�VR�WKDW��RI�QHFHVVLW\��WKH\�WDNH�ORQJHU
WR� SXW� LQ� SODFH�� $� PDVVLYH� UHVWUXFWXULQJ� PXVW� RFFXU� WKDW� VKLIWV� UHVRXUFHV� DZD\� IURP
VWDWH�UXQ� DJULFXOWXUH� DQG� LQHIILFLHQW� +&,�� ZKLFK� ZHUH� ERWK� KHDYLO\� VXEVLGL]HG� XQGHU
FHQWUDO�SODQQLQJ��WRZDUGV�SULYDWH�ILUPV�LQ�WKH�PRVW�UHSUHVVHG�VHFWRU��QDPHO\�VHUYLFHV�

6RPH� UHVHDUFKHUV� DUJXH� WKDW� VWDELOL]DWLRQ� PXVW� EH� DFKLHYHG� ILUVW�� ZLWK� WKH� PD[LPXP
WROHUDEOH� DQQXDO� LQIODWLRQ� UDWH� YDULRXVO\� HVWLPDWHG� WR� OLH� EHWZHHQ� ���� DQG� ����� %XW
RWKHUV� DVVHUW� WKDW�PRQWKO\� LQIODWLRQ� UDWHV�RI�����PD\�KDYH� WR�EH� WROHUDWHG� LQ�RUGHU� WR
PDLQWDLQ�WKH�IORZ�RI�FUHGLW�WR�62(V��<HW��GH�0HOR�HW�DO���������QRWH�WKDW�LQIODWLRQ�PD\
EH�SURORQJHG�E\� WKH� VXSSRUW�RI�62(V� WKURXJK�VXEVLGLHV�EHFDXVH� WKH� VXEVLGLHV�RXWVWULS
SXEOLF� UHYHQXHV� DQG� DOVR� KDPSHU� WKH� HPHUJHQFH� RI� SULYDWH� HQWHUSULVHV� LQ� UHVSRQVH� WR
DGMXVWHG�SULFH�VLJQDOV�DQG�WUDGH��7KH�GUDLQ�RQ�UHVRXUFHV�WR�VXSSRUW�IRVVLOL]HG�SURGXFWLRQ�
ZKLOH� OLNHO\� WR� DPHOLRUDWH� DGMXVWPHQW� VWUHVV� RYHU� WKH�PHGLXP�WHUP�� MHRSDUGL]HV� ORQJ�
WHUP�SURVSHFWV�E\�FULSSOLQJ�SXEOLF�ILQDQFHV��6PDOOHU�ILVFDO�GHILFLWV�DQG�D�IL[HG�H[FKDQJH
UDWH� DSSHDU� WR� EH� HVSHFLDOO\� LPSRUWDQW� LQ� UHGXFLQJ� LQIODWLRQ� DQG� WKHUHIRUH� LQ� UDLVLQJ
JURZWK�UDWHV�

7KRVH�FRXQWULHV�ZLWK�WKH�ORQJHVW�DQG�PRVW�VXVWDLQHG�UHIRUP�H[SHULHQFH�WKH�PRVW�PRGHVW
GHFOLQH�LQ�RXWSXW��DYHUDJLQJ�DURXQG�RQH�ILIWK�RI�*'3��7KLV�FRQFOXVLRQ�LV�GHULYHG�IURP�D
OLEHUDOL]DWLRQ� LQGH[� GHYLVHG� E\�'H�0HOR� HW� DO�� ������� WKDW� LV� EDVHG� XSRQ� SURJUHVV� LQ
WKUHH� GLPHQVLRQV� �LQWHUQDO� PDUNHW� OLEHUDOL]DWLRQ�� IRUHLJQ� WUDGH� OLEHUDOL]DWLRQ� DQG
H[SDQVLRQ�RI�SULYDWH�HQWHUSULVHV�DQG�EDQNLQJ�UHIRUP���7KH�RQH�ILIWK�GHFOLQH�LQ�RXWSXW�RI
WKH� DGYDQFHG� UHIRUPHUV� FRPSDUHV� ZLWK� D� IDOO� RI� RQH�WKLUG� IRU� WKH� KLJK�LQWHUPHGLDWH
UHIRUPHUV�� PRVW� RI� ZKLFK� KDG� VWDELOL]HG� WKHLU� RXWSXW� E\� ������ 7KH� ORZ� LQWHUPHGLDWH
UHIRUPHUV� IDUHG�ZRUVW�� H[SHULHQFLQJ�D�KDOYLQJ� LQ� WKHLU�*'3��ZKLOH� WKH� VORZ� UHIRUPHUV
PDQDJHG� WR� FRQWDLQ� WKHLU� ORVVHV� WR� RQH�WKLUG� RI� *'3�� &RQVLVWHQW� ZLWK� WKH� JURZWK�
LQIODWLRQ�OLQN��WKH�DGYDQFHG�UHIRUPHUV�FRQWUROOHG�LQIODWLRQ�PRVW�VXFFHVVIXOO\�ZKHUHDV�WKH
VORZ�UHIRUPHUV�H[SHULHQFHG�WKH�ZRUVW�HSLVRGHV�RI�LQIODWLRQ�
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)DVWHU� UHIRUPHUV� DOVR� H[SHULHQFHG� VPDOOHU�EXGJHW�GHILFLWV� DQG�PLQLPDO�GHFOLQHV� LQ� WKH
VKDUH� RI� JRYHUQPHQW� UHYHQXH� LQ�*'3� �IURP����� WR� ������ZKHUHDV� KLJK�LQWHUPHGLDWH
UHIRUPHUV� KDG�ZLGHU� GHILFLWV� DQG� D� IDU� VWHHSHU� IDOO� LQ� UHYHQXH� WR� DURXQG� RQH�WKLUG� RI
*'3�� 5HYHQXH� VKDUHV� GURSSHG� WR� RQH�TXDUWHU� RI� *'3� LQ� WKH� FDVH� RI� WKH� ORZ�
LQWHUPHGLDWH� UHIRUPHUV�� 0HDQZKLOH�� WKH� VORZ� UHIRUPHUV� LQFXUUHG� ODUJH� TXDVL�ILVFDO
GHILFLWV��L�H��ORVVHV�DFFXPXODWHG�E\�WKH�FHQWUDO�EDQN�WKURXJK�GHEW�ZULWH�RIIV��VXEVLGLHV�WR
JXDUDQWHH� IRUHLJQ� H[FKDQJH� DQG� FUHGLW� SURYLVLRQ� WR� EDQNV� DQG� 62(V� �VWDWH�RZQHG
HQWHUSULVHV�� DW� QHJDWLYH� UHDO� UDWHV� RI� LQWHUHVW�� 7KH� WUDQVIHUV� WKDW� VXVWDLQ� 62(V� KDYH
SHUSHWXDWHG� TXDVL�ILVFDO� GHILFLWV� LQ� WKH� VORZ�UHIRUPLQJ� HFRQRPLHV� EHFDXVH� WKH� 62(V
HLWKHU�JHQHUDWH�QR�UHYHQXH�RU�DEVRUE�UHYHQXH��7KHVH�TXDVL�ILVFDO�GHILFLWV�DUH�D�NH\�FDXVH
RI�WKH�VKDUS�GHFOLQH�LQ�WKH�VKDUH�RI�JRYHUQPHQW�UHYHQXH�LQ�*'3�DPRQJ�ODWH�UHIRUPHUV
DQG�DOVR�RI�SHUVLVWHQW�LQIODWLRQ�VR�WKDW�WKHVH�HFRQRPLHV�IDLO�WR�VWDELOL]H��7KLV�IDLOXUH��LQ
WXUQ�� GHOD\V� WKH� H[SDQVLRQ� RI� WKH� SULYDWH� LQYHVWPHQW� WKDW� LV� UHTXLUHG� LQ� RUGHU� WR
UHVWUXFWXUH�WKH�HFRQRP\�

)LQDOO\��VORZ�HFRQRPLF�UHIRUP�LV�VWURQJO\�OLQNHG�WR�OLPLWHG�SROLWLFDO�UHIRUP�DQG�FRUUXSW
UHQW�VHHNLQJ�E\�H[�FRPPXQLVW�RIILFLDOV�WKDW�FRUURGHV�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO��7KH
HYLGHQFH� VXJJHVWV� WKDW� HDUO\� UHIRUPHUV� H[SHULHQFH� DW� OHDVW� DV� PXFK� LQVWLWXWLRQDO
HYROXWLRQ�DV� VORZ�UHIRUPHUV�DQG� WKDW� UDSLG� UHIRUP�PD\�DFWXDOO\� VWLPXODWH� WKH� UHTXLUHG
LQVWLWXWLRQ�EXLOGLQJ��)RU�H[DPSOH��WKH�JURZWK�RI�SULYDWH�HQWHUSULVH�DQG�PDUNHW�H[FKDQJH
FUHDWHV� D� GHPDQG� IRU� PHDVXUHV� WR� GHIHQG� SURSHUW\� ULJKWV� DQG� WR� HQIRUFH� FRQWUDFWV�
$VOXQG�HW�DO���������ILQG�QR�HYLGHQFH�RI�UDSLG�UHIRUP�JHQHUDWLQJ�D�SROLWLFDO�EDFNODVK�WKDW
ZLOO�MHRSDUGL]H�WKH�HQWLUH�UHIRUP�SURFHVV��2Q�WKH�FRQWUDU\��UDSLG�DQG�HDUO\�UHIRUP�UDLVHV
WKH� OLNHOLKRRG� WKDW�D� UHIRUPLQJ�JRYHUQPHQW�ZLOO�ZLQ� D� IXWXUH� HOHFWLRQ� DQG� UHGXFHV� WKH
FKDQFHV�RI�WKH�UHIRUPV�EHLQJ�UHYHUVHG�

7KH� UHVRXUFH�ULFK� WUDQVLWLRQ� HFRQRPLHV� DUH� QRW� RQO\� PRUH� OLNHO\� WR� H[SHULHQFH� WKH
SHQDOWLHV�RI�VORZ�UHIRUP�� WKH\�DUH�DOVR�PRUH� OLNHO\� WR�H[SHULHQFH�GLIILFXOW\� LQ�FUHDWLQJ
QHZ�LQVWLWXWLRQDO�FDSLWDO�DQG�LQ�FXUELQJ�WKH�FRUURVLRQ�RI�VRFLDO�FDSLWDO��)U\H�DQG�6KOHLIHU
������� XVHIXOO\� LGHQWLI\� WKUHH� EDVLF� PRGHV� RI� JRYHUQPHQW� EHKDYLRXU� GXULQJ� WKH
HFRQRPLF� WUDQVLWLRQ� WRZDUGV� D� GHYHORSHG� PDUNHW� HFRQRP\�� 7KH� ILUVW� PRGH� LV� WKH

LQYLVLEOH�KDQG
�LQ�ZKLFK�WKH�JRYHUQPHQW�KDV�WKH�FKDUDFWHULVWLFV�RI�WKH�EHQHYROHQW�VWDWH�
,W�LV�ZHOO�RUJDQL]HG�DQG�UHODWLYHO\�XQFRUUXSWHG�DQG�OLNHO\�WR�VHHN�WR�LPSURYH�ORQJ�WHUP
VRFLDO� ZHOIDUH�� 6XFK� JRYHUQPHQWV� DGRSW� WKH� VWUDWHJ\� RI� FUHDWLQJ� DQ� HQDEOLQJ
HQYLURQPHQW� �ZKLFK� LQFOXGHV� VXVWDLQLQJ� ODZ� DQG� RUGHU�� UHJXODWLRQ� DQG� FRQWUDFW
HQIRUFHPHQW��DQG�OHDYH�PRVW�DOORFDWLRQ�GHFLVLRQV�WR�WKH�SULYDWH�VHFWRU��,Q�WKH� 
KHOSLQJ�
KDQG
� PRGHO�� WKH� WUDQVLWLRQ� JRYHUQPHQW� IXQFWLRQV� DV� D� IDFWLRQDO� EXUHDXFUDWLF� VWDWH�� ,W
VXSSRUWV�VRPH�VHFWRUV�DQG�VRPH�ILUPV��DQG�LW�PD\�DOVR�KDYH�HFRQRPLF�RU�NLQVKLS�OLQNV
ZLWK�WKH�HQWUHSUHQHXUV��7KH�OHJDO�V\VWHP�LQ�WKLV�FDVH�LV�OHVV�LPSRUWDQW�EHFDXVH�FRQIOLFWV
DUH� DUELWUDWHG� E\� EXUHDXFUDWV� ZKR�� DOWKRXJK� WKH\� PD\� EH� FRUUXSW�� ERWK� FRQWURO� DQG
FRQVWUDLQ�WKH�UHVXOWLQJ�DGYHUVH�HIIHFWV��)LQDOO\��WKH�WKLUG�PRGHO��WKH�
JUDEELQJ�KDQG
��LV�DQ
H[WUHPH� YHUVLRQ� RI� WKH� SUHGDWRU\� EXUHDXFUDWLF� VWDWH� WKDW� KDV� D� IDU� IURP� FRKHVLYH
EXUHDXFUDF\� LQ� ZKLFK� LQGLYLGXDOV� ZLWKLQ� WKH� EXUHDXFUDF\� SXUVXH� WKHLU� RZQ� LQWHUHVWV�
6XFK�JRYHUQPHQWV�PD\�ORVH�FRKHUHQFH�DQG�EH�XQDEOH�WR�VXVWDLQ�ODZ�DQG�RUGHU�VR�WKDW�LW
LV�WKHQ�PDLQWDLQHG�E\�SULYDWH�PHDQV��5XVVLD�SURYLGHV�DQ�H[WUHPH�H[DPSOH��$VOXQG�HW�DO�
�������HVWLPDWH�WKDW� LQ������LPSRUW�VXEVLGLHV��VXEVLGL]HG�FUHGLW�DQG�H[SRUW�FRQWUROV� LQ
5XVVLD� FUHDWHG� UHQWV� HTXLYDOHQW� WR� EHWZHHQ� ��� DQG� ���� RI� *13�� 0XFK� RI� WKLV� ZDV
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VHFXUHG�E\�IRUPHU�OHDGLQJ�FRPPXQLVW�SROLWLFLDQV�DQG�RIILFLDOV��2WKHU�PHDQV�RI�FDSWXULQJ
UHQWV� LQFOXGH� VXEVLGLHV� IRU�62(V�DQG� DOVR� FORVHG�ELG� SULYDWL]DWLRQ� WKDW�� LQ� WKH� FDVH� RI
UHVRXUFH�H[WUDFWLQJ�LQGXVWULHV��FDQ�WUDQVIHU�ODUJH�VXPV�LQ�WHUPV�RI�WKH�PLQHUDO�DVVHWV�WR
WKH�QHZ�RZQHUV�

2QH� WURXEOLQJ�FRQVHTXHQFH�RI� WKH� WUDQVLWLRQ�KDV�EHHQ�KHLJKWHQHG� LQFRPH� LQHTXDOLW\�� D
SURFHVV� WKDW� KDV� EHHQ� JUHDWHVW� LQ� 5XVVLD�� ZKHUH� HDUO\� ODUJH�VFDOH� SULYDWL]DWLRQ� ZDV
FRPELQHG� ZLWK� KHVLWDQW� SROLF\� UHIRUP� DQG� VWURQJ� JRYHUQPHQW� FRUUXSWLRQ�� &RPSDUHG
ZLWK�WKH�ODWH�����V��ZKHQ�JLQL�FRHIILFLHQWV�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV�UDQJHG�EHWZHHQ
����WR������WKH\�URVH�WRZDUGV��DQG�HYHQ�DERYH��WKH�2(&'�DYHUDJH�RI�������,Q�5XVVLD�WKH
GHWHULRUDWLRQ�ZDV�PRUH� H[WUHPH� DQG� H[FHHGHG� WKH� UHODWLYHO\� KLJK�PLG�LQFRPH� FRXQWU\
PHDQ�RI�������7KH�:RUOG�%DQN��������VROXWLRQ�WR�LQFRPH�LQHTXDOLW\�LV�D�FRPELQDWLRQ�RI
PDUNHW�OHG�JURZWK�� WUDQVIHUV� IRU� WKH� HOGHUO\�� DQG�PHDVXUHV� WR� LPSURYH� ODERXU�PRELOLW\
�LQFOXGLQJ� IUHHLQJ� XS� WKH� KRXVLQJ�PDUNHW� DQG� XQHPSOR\PHQW� EHQHILW� LQ� RUGHU� WR� ERWK
IDFLOLWDWH�PRYHPHQW�DQG�UHGXFH�WKH�ULVN�RI� WUDQVIHUULQJ�EHWZHHQ�HPSOR\HUV���:LWKRXW�D
JXDUDQWHH� RI� LQFRPH� VXSSRUW� GXULQJ� XQHPSOR\PHQW�� ZRUNHUV� DUH� OLNHO\� WR� UHVLVW� 62(
UHIRUP�DQG�WR�WKHUHE\�LQFUHDVH�WKH�ULVN�WKDW� WKH\�ZLOO�EHFRPH�WUDSSHG�ZLWKLQ�GHFOLQLQJ
HFRQRPLF�UHJLRQV��<HW�,0)�HVWLPDWHV�VXJJHVW� WKDW� WDUJHWHG�VRFLDO�VSHQGLQJ�WR�DOOHYLDWH
WKH�VRFLDO�KDUGVKLS�RI�WUDQVLWLRQ�QHHG�EH�QR�JUHDWHU�WKDQ������RI�*13��ZHOO�EHORZ�WKH
VFDOH�RI�WUDQVIHUV�DFWXDOO\�REVHUYHG�

&RQVLVWHQW� ZLWK� WKH� RYHUDOO� WKHVLV� DERXW� WKH� OLNHO\� QHJDWLYH� HIIHFWV� RI� UHVRXUFH
DEXQGDQFH� RQ� WKH� WUDQVLWLRQ�� WKH� WUDQVLWLRQDO�PLQHUDO� HFRQRPLHV� FDQ� H[SHFW� WKH�'XWFK
GLVHDVH�HIIHFWV�WR�DPSOLI\�WKH�LQKHUHQW�SRWHQWLDO�UHERXQG�LQ�WKH�UHDO�H[FKDQJH�UDWH�RI�WKH
WUDQVLWLRQ� UHFHVVLRQ�� 7KLV� ZLOO� GHSUHVV� VWLOO� IXUWKHU� LQYHVWPHQW� LQ� WKH� FRPSHWLWLYH
GLYHUVLILFDWLRQ�RI�WKH�HFRQRP\��5RVHQEHUJ�DQG�6DDYDODLQHQ��������VKRZ�WKDW�LQ�WKH�FDVH
RI� $]HUEDLMDQ�� WKH� WUDQVLWLRQ� UHFHVVLRQ� FDXVHG� D� VWURQJ� XQGHU�YDOXDWLRQ� RI� WKH� UHDO
H[FKDQJH�UDWH�WKDW�KDUERXUHG�D�JUHDW�SRWHQWLDO�IRU�D�UHERXQG��7KH�RQVHW�RI�WKH�UHERXQG�LV
DFFHOHUDWHG� E\� WKH� LQIORZ� RI� IRUHLJQ� FDSLWDO� WKDW� LV� DVVRFLDWHG�ZLWK� H[SDQGHG�PLQHUDO
SURGXFWLRQ�� $OWKRXJK� WKH� QDWXUH� RI� PLQHUDO� SURGXFWLRQ� UHVXOWV� LQ� D� ODJ� EHWZHHQ� WKH
LQYHVWPHQW�DQG�WKH�UHYHQXH�IORZ��WKH�QHJRWLDWLRQ�RI�DGYDQFHG�SD\PHQWV�LQ�WKH�PLQH�RU
RLOILHOG� GHYHORSPHQW� FRQWUDFWV� RIIVHWV� WKLV�� +RZHYHU�� LQ� WKH� FDVH� RI� .D]DNVWDQ� WKH
UHERXQG�PD\�EH�UHWDUGHG�EHFDXVH�H[SORUDWLRQ�DQG�WUDQVSRUWDWLRQ�ERWWOHQHFNV�ZLOO�GHOD\
WKH�H[SDQVLRQ�RI�RLO�SURGXFWLRQ�WKHUH�FRPSDUHG�ZLWK�$]HUEDLMDQ��7KH�ODWWHU�DQWLFLSDWHV�D
WKUHH�IROG�ULVH�RLO�LQ�SURGXFWLRQ�����������WKDW�ZLOO�SXVK�WKH�VKDUH�RI�WKH�K\GURFDUERQ
VHFWRU� WR�����RI�*'3�DQG�����RI� H[SRUWV��1HYHUWKHOHVV�� WKHUH� LV� HYLGHQFH� WKDW�RYHU�
RSWLPLVWLF� H[SHFWDWLRQV� RI� WKH� DUULYDO� RI� K\GURFDUERQ� UHYHQXHV� KDV� HQFRXUDJHG� IDU
VORZHU�UHIRUP�LQ�.D]DNVWDQ�

7KH� GRXEOH�HGJHG� VZRUG� RI� PLQHUDO� ZHDOWK�� PHDQV� WKDW� D� PLQHUDO�GHILFLHQW� EXW� ODQG�
DEXQGDQW� FRXQWU\� OLNH� 8]EHNLVWDQ� WKDW� ERUGHUV� D� UHVRXUFH�ULFK� HFRQRP\� PD\�
SDUDGR[LFDOO\��EH�DW�DQ�DGYDQWDJH��6XFK�D�FRXQWU\�FDQ�WDNH�DGYDQWDJH�RI� WKH�LPSDFW�RI
'XWFK� GLVHDVH� HIIHFWV� RQ� WKH� QHLJKERXULQJ� PLQHUDO�ULFK� FRXQWU\� E\� EHLQJ� PRUH
FRPSHWLWLYH� LQ� QRQ�PLQLQJ� WUDGHDEOHV� DQG� H[SRUWLQJ� PDQXIDFWXUHG� DQG� DJULFXOWXUDO
JRRGV� WR� LWV�QHLJKERXU��:LWK� WKH� ODUJHVW�GRPHVWLF�PDUNHW� LQ� WKH�&HQWUDO�$VLDQ� UHJLRQ�
8]EHNLVWDQ� LV� ZHOO� SODFHG� WR� FDSWXUH� WKH� PRUH� VFDOH�VHQVLWLYH� PDQXIDFWXULQJ� WKDW� LV
GLUHFWHG�DW�WKH�UHJLRQDO�PDUNHW��8QIRUWXQDWHO\��WKH�EDVLF�SROLF\�VWDQFH�RI�WKH�8]EHNLVWDQ
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JRYHUQPHQW� LV� IODZHG�� )DYRXUDEOH� SULFH� WUHQGV� LQ� WKH� FRXQWU\
V� UHODWLYHO\� ODUJH
DJULFXOWXUDO�VHFWRU�HQFRXUDJHG�VORZ�UHIRUP��,QVWHDG�RI�OHDYLQJ�PRUH�HFRQRPLF�GHFLVLRQV
WR�PDUNHWV��WKH�8]EHNLVWDQ�JRYHUQPHQW�LQWHUYHQHG�RQ�DQ�RYHU�DPELWLRXV�VFDOH��,WV�GULYH
IRU�IRRG�VHOI�VXIILFLHQF\�KDV�VTXHH]HG�WKH�UXUDO�VHFWRU�IRU�H[WUD�UHVRXUFHV�WR�VKRUH�XS�DQ
H[FHVVLYHO\� SURWHFWHG� PDQXIDFWXULQJ� VHFWRU�� RIWHQ� LQ� DQ� DUELWUDU\� IDVKLRQ�� /HYHOV� RI
SURGXFWLRQ� DQG� SURGXFWLYLW\� LQ� WKH� DJULFXOWXUDO� VHFWRU� DUH� GHFOLQLQJ� DQG� WKZDUWLQJ� WKH
JRYHUQPHQW
V� JRDOV�� ZKLOH� PDQXIDFWXULQJ� ILUPV� KDYH� EHHQ� DFFXPXODWLQJ� VWRFNV� RI
XQVDOHDEOH�JRRGV�

*UDGXDOLVP�PD\�KDYH�DSSHDUHG�IHDVLEOH�LQ�8]EHNLVWDQ�EHFDXVH�RI�LWV�SUH�FRQGLWLRQV��EXW
WKH�HFRQRPLF�UHVWUXFWXULQJ�WKDW� LV�RFFXUULQJ�LV�QRW�VXVWDLQDEOH��7KH�EDVLF�SROLF\�VWDQFH
KDV�PXFK�LQ�FRPPRQ�ZLWK�WKDW�RI�SUH�UHIRUP�/DWLQ�$PHULFD�VR�WKDW�D�JURZWK�FROODSVH
VHHPV� WKH�PRVW� OLNHO\�RXWFRPH��7KH�H[SHULHQFH�RI�8]EHNLVWDQ�VXSSRUWV� WKH�FRQWHQWLRQ
WKDW�D�IDYRXUDEOH�QDWXUDO�UHVRXUFH�HQGRZPHQW�VORZV�WUDQVLWLRQ�UHIRUP��DQG�VORZ�UHIRUP
LV�OLNHO\�WR�IDLO�
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$OWKRXJK�D� UHFHQW�:RUOG�%DQN� �������HVWLPDWH�RI� WKH� VRXUFHV�RI�ZHDOWK� VXJJHVWV� WKDW
QDWXUDO� FDSLWDO� FRQWULEXWHV� VLJQLILFDQWO\� OHVV� WR� HFRQRPLF� JURZWK� WKDQ� KXPDQ� FDSLWDO�
QDWXUDO� FDSLWDO� SOD\V� D� FHQWUDO� UROH� LQ� WKUHH� FULWLFDO� UHVSHFWV�� 7KHVH� DUH�� LQ� JXLGLQJ� WKH
WUDMHFWRU\� RI� HFRQRPLF� GHYHORSPHQW� DQG� VWUXFWXUDO� FKDQJH�� LQ� FRQGLWLRQLQJ� WKH
DFFXPXODWLRQ� RI� SURGXFHG� FDSLWDO�� VNLOOV� DQG� LQVWLWXWLRQDO� FDSLWDO�� DQG� LQ� KHOSLQJ� WR
GHWHUPLQH� WKH� HIILFLHQF\� ZLWK� ZKLFK� ERWK� SURGXFHG� FDSLWDO� DQG� KXPDQ� FDSLWDO� DUH
GHSOR\HG�� 0RUHRYHU�� WKH� VRXQG� PDQDJHPHQW� RI� QDWXUDO� FDSLWDO� LV� HVVHQWLDO� IRU
HQYLURQPHQWDOO\�VXVWDLQDEOH�GHYHORSPHQW��1HYHUWKHOHVV��HFRQRPLF�GHYHORSPHQW�DOVR�FDOOV
IRU�SROLFLHV�WKDW�DUH�VRFLDOO\�VXVWDLQDEOH�VR�WKDW�WKH�YLWDO�UROH�RI�QDWXUDO�FDSLWDO�VKRXOG�QRW
EH�DOORZHG� WR�HFOLSVH� WKH� LPSRUWDQFH�RI� LQVWLWXWLRQDO�FDSLWDO� LQ� WKH�IRUPXODWLRQ�RI�SROLF\
SUHVFULSWLRQV�

7KH� XQGHUSHUIRUPDQFH� RI� WKH� UHVRXUFH�ULFK� GHYHORSLQJ� FRXQWULHV� FRPSDUHG� ZLWK� WKH
UHVRXUFH�GHILFLHQW�RQHV�VLQFH�WKH�����V�LV�URRWHG�LQ�D�VKDUS�GLYHUJHQFH�LQ�WKH�SURGXFWLRQ
VWUXFWXUH�RI�WKH�WZR�VHWV�RI�HFRQRPLHV��7KH�UHVRXUFH�ULFK�FRXQWULHV�HYROYHG�D�VSHFLDOL]HG
SURGXFWLRQ�VWUXFWXUH��WKH�VWDSOH�WUDS��LQ�DOO�EXW�D�KDQGIXO�RI�FDVHV��ZKHUHDV�WKH�UHVRXUFH�
GHILFLHQW�FRXQWULHV�SXUVXHG�D� VHTXHQFHG�HFRQRPLF�GLYHUVLILFDWLRQ��7KRVH� UHVRXUFH�ULFK
FRXQWULHV�WKDW�GLG�PDQDJH�WR�DYRLG�WKH�VWDSOH�WUDS�GLG�VR�HLWKHU�E\�PDLQWDLQLQJ�DQ�RSHQ
WUDGH�SROLF\�DQG�RU�E\�KDYLQJ�DQ�XQXVXDOO\�EXR\DQW�UHVRXUFH�VHFWRU�

7KH�UDWHV�RI�DFFXPXODWLRQ�RI�SURGXFHG�FDSLWDO��VNLOO�DQG�LQVWLWXWLRQDO�FDSLWDO�DV�ZHOO�DV
WKH�JHQXLQH�VDYLQJ�UDWH�DUH�LQYHUVHO\�DVVRFLDWHG�ZLWK�D�GHSHQGHQFH�RQ�QDWXUDO�UHVRXUFHV�
7KH�VXFFHVVIXO�UHVRXUFH�GHILFLHQW�FRXQWULHV�PDQDJHG�WR�OLIW�WKHLU�UDWH�RI�LQYHVWPHQW�WR�D
OHYHO� DERYH� ���� RI� *'3� DQG� WR� PDLQWDLQ� WKH� HIILFLHQF\� RI� WKDW� LQYHVWPHQW�� 7KLV
DFKLHYHPHQW�EHQHILWHG� IURP� WKH� HDUO\� VWDUW� DQG� FRPSUHVVHG�SDVVDJH�RI� WKHVH� FRXQWULHV
WKURXJK�WKH�GHPRJUDSKLF�F\FOH��7KLV�LV�EHFDXVH�WKH\�H[SHULHQFHG�WKH�JURZWK�ERQXV�RI�D
IDOOLQJ� GHSHQGHQF\� UDWH� ZLWKLQ� OLWWOH� PRUH� WKDQ� D� JHQHUDWLRQ� RI� HPEDUNLQJ� XSRQ� WKH
F\FOH�� $� IHZ� UHVRXUFH�ULFK� FRXQWULHV� DFKLHYHG� VLPLODUO\� KLJK� LQYHVWPHQW� OHYHOV�� EXW
XVXDOO\�VRPHZKDW� ODWHU� LQ� WKHLU�GHYHORSPHQW�GXH�D�PRUH� OHLVXUHO\�SDVVDJH� WKURXJK� WKH
GHPRJUDSKLF�F\FOH�DQG�WR�WKH�LQKHUHQWO\�VORZHU�JURZWK�RI�FURS�GULYHQ�HFRQRPLHV��%XW
WKH� YDVW�PDMRULW\� RI� WKH� UHVRXUFH�ULFK� FRXQWULHV� FRXOG� QRW� UDLVH� LQYHVWPHQW� WR� ���� RI
*'3��HYHQ�ZLWK�UHFRXUVH�WR�VXEVWDQWLDO�IRUHLJQ�ERUURZLQJ��:RUVH��LQYHVWPHQW�HIILFLHQF\
LQYDULDEO\� GHFOLQHG� VKDUSO\�� 0DQ\� RI� WKH� VPDOOHU� FRXQWULHV�� HVSHFLDOO\� WKH� PLQHUDO
HFRQRPLHV�� IDLOHG� WR�PDLQWDLQ� SRVLWLYH� UDWHV� RI� JHQXLQH� VDYLQJ� WKURXJK� WKH� ����V� DQG
����V��,Q�RWKHU�ZRUGV�WKRVH�FRXQWULHV�ZHUH�PDLQWDLQLQJ�ZKDWHYHU�JURZWK�WKH\�DFKLHYHG
WKURXJK�WKH�FRQVXPSWLRQ�RI�QDWXUDO�FDSLWDO�

7KH�DFFXPXODWLRQ�RI� VNLOOV� LV�DOVR� OLQNHG� WR� WKH�QDWXUDO� UHVRXUFH� HQGRZPHQW��ZLWK� WKH
UDSLG� UDWH� WKDW� WKH� UHVRXUFH�GHILFLHQW� FRXQWULHV� DFKLHYHG� EHLQJ� GULYHQ� E\� WKH� QHHGV� RI
LQWHQVLYH�DJULFXOWXUH�DV�ZHOO�DV�WKHLU�HDUO\�DQG�ODERXU�LQWHQVLYH�LQGXVWULDOL]DWLRQ��7KHUH
PD\�DOVR�KDYH�EHHQ�H[WHUQDO�VSLOORYHUV�IURP�PDQXIDFWXULQJ�WHFKQRORJ\�DQG�RUJDQL]DWLRQ



��

WKURXJKRXW� WKH� UHVW� RI� WKH� HFRQRP\�� ,Q� FRQWUDVW�� HGXFDWLRQDO� SURYLVLRQ� ODJJHG� LQ� WKH
UHVRXUFH�ULFK� FRXQWULHV� DQG� WKLV� PD\� KDYH� FRQWULEXWHG� WR� WKH� KHLJKWHQHG� LQFRPH
LQHTXDOLW\� WKDW� LV� D� IHDWXUH� RI� PRVW� UHVRXUFH�ULFK� FRXQWULHV� EHFDXVH� LW� GHOD\HG� WKH
DWWDLQPHQW� RI� WKDW� PHDQ� OHYHO� RI� HGXFDWLRQDO� DWWDLQPHQW� DW� ZKLFK� ZDJH� GLIIHUHQWLDOV
QDUURZ��+HLJKWHQHG�LQFRPH�LQHTXDOLW\�LV�DVVRFLDWHG�ZLWK�VORZHU�HFRQRPLF�JURZWK��7KLV
LV� MXVW� RQH� RI� D� QXPEHU� RI� UHLQIRUFLQJ� F\FOHV� WKDW� DUH� DW�ZRUN�ZLWKLQ� UHVRXUFH�GULYHQ
GHYHORSPHQW�

+RZHYHU�� WKH� HIILFLHQF\�ZLWK�ZKLFK� SURGXFHG� FDSLWDO� DQG� VNLOOHG� ODERXU� DUH� GHSOR\HG
YDULHV� VLJQLILFDQWO\� DPRQJ� FRXQWULHV�� VR� WKDW� D� IXUWKHU� H[SODQDWRU\� YDULDEOH� PXVW� EH
VRXJKW�� 7KDW� PLVVLQJ� YDULDEOH� KDV� EHHQ� YDULRXVO\� DWWULEXWHG� ZLWKLQ� WKH� FRQYHQWLRQDO
JURZWK�DFFRXQWLQJ�IUDPHZRUN� WR� WRWDO� IDFWRU�SURGXFWLYLW\�RU� WKH�GHSUHFLDWLRQ� UDWH��7KH
H[WHQVLRQ�RI�WKH�JURZWK�DFFRXQWLQJ�IUDPHZRUN�WR�LQFOXGH�LQVWLWXWLRQDO�FDSLWDO�SURPLVHV
PRUH�LQVLJKW��DOWKRXJK�LW�GRHV�FUHDWH�PRUH�SUREOHPV�IRU�IRUPDO�PRGHOOLQJ��,QVWLWXWLRQDO
FDSLWDO�DSSHDUV�WR�EH�OLQNHG�WR�WKH�W\SH�RI�VWDWH�ZKLFK��LQ�WXUQ��DSSHDUV�WR�EH�DVVRFLDWHG
ZLWK� WKH�QDWXUDO� UHVRXUFH�HQGRZPHQW��7KH�DXWRQRPRXV�EHQHYROHQW� VWDWH� LV� IRXQG�ZLWK
PRVW� IUHTXHQF\� LQ� UHVRXUFH�GHILFLHQW� (DVW� $VLD�� ,W� KDV� RQH� RI� WKH� PRVW� LPSUHVVLYH
SRVWZDU�UHFRUGV�LQ�VWLPXODWLQJ�UDSLG�HFRQRPLF�JURZWK��,W�XVHG�LWV�DXWRQRP\�WR�LQWHUYHQH
HIIHFWLYHO\� LQ� DFFRPPRGDWLQJ� WKH� WUDQVLWLRQ� IURP� ODERXU�LQWHQVLYH� WR� VNLOO�LQWHQVLYH
JURZWK�LQ�WKH�UHVRXUFH�GHILFLHQW�FRXQWULHV�

7KH� UHVRXUFH�ULFK� FRXQWULHV�� KRZHYHU�� DUH� PRVW� FRPPRQO\� DVVRFLDWHG� ZLWK� IDFWLRQDO
VWDWHV�RI�YDU\LQJ�IRUPV��7KHVH�VWDWHV�DUH�PRUH�FRQVWUDLQHG�DQG�WKH\�PXVW�VHHN�SROLWLFDO
FRPSURPLVHV� WKDW� DOO� WRR� RIWHQ� RFFXU� DW� WKH� FRVW� RI� SROLF\� FRKHUHQFH�� 7\SLFDOO\�� VXFK
JRYHUQPHQWV�FRPSRXQG� LQLWLDO�SROLF\�HUURUV��SDUWO\�DV�D� UHVXOW�RI� LOO�FRQVLGHUHG�DG�KRF
UHVSRQVHV�WR�XQDQWLFLSDWHG�DGYHUVH�HFRQRPLF�RXWFRPHV��DQG�SDUWO\�WR�VHFXUH�PRUH�UHQWV
LQ� RUGHU� WR� EROVWHU� SROLWLFDO� VXSSRUW�� $V� D� UHVXOW�� WKH� SULPDU\� VHFWRU� LV� VTXHH]HG� IRU
DGGLWLRQDO� UHYHQXHV� HYHQ� DV� LWV� VKDUH� RI� *'3� VKULQNV� LQ� UHODWLRQ� WR� WKH� EXUJHRQLQJ
QRQWUDGHDEOH� VHFWRU��7KLV� LV� D� FHQWUDO� IHDWXUH� RI� WKH� JURZWK� FROODSVHV� WKDW�PRVW� RI� WKH
UHVRXUFH�ULFK� FRXQWULHV� H[SHULHQFH�� 7KH� FROODSVHV� DUH� DFFRPSDQLHG� E\� VKULQNLQJ
JRYHUQPHQW� UHYHQXHV�� GHWHULRUDWLQJ� LQVWLWXWLRQDO� FDSLWDO� DQG� GHFOLQLQJ� TXDOLW\� LQ� WKH
SURYLVLRQ�RI�HGXFDWLRQ�DQG�LQ�LQYHVWPHQW�PRUH�JHQHUDOO\�

7KH� DERYH� VW\OL]HG� IDFWV� RI� UHVRXUFH�ULFK� GHYHORSPHQW� FDQ� EH� GLVWLOOHG� LQWR� WKH� VWDSOH
WUDS�PRGHO�ZKLFK�FRQWUDVWV�ZLWK�WKH�VHTXHQFHG�LQGXVWULDOL]DWLRQ�PRGHO�RI�WKH�VXFFHVVIXO
UHVRXUFH�GHILFLHQW� FRXQWU\��7KH� WZR�PRGHOV� GLIIHU� LQ� IRXU� LPSRUWDQW� UHVSHFWV�� QDPHO\�
WKH� UHVSRQVH�RI� UHDO�ZDJHV� WR� DQ� H[SDQVLRQ�RI� WKH� UHVRXUFH� VHFWRU�� WKH� UHDFWLRQ� RI� WKH
SURGXFWLRQ�VWUXFWXUH�WR�FKDQJHV�LQ�WKH�UHDO�H[FKDQJH�UDWH��WKH�FDSDFLW\�WR�DEVRUE�FDSLWDO
IORZV�HIIHFWLYHO\��DQG� WKH� LQFHQWLYH� WR� DFTXLUH� VNLOOV��7KH� VWDSOH� WUDS�PRGHO�SUHGLFWV� D
FORVXUH�RI�WKH�HFRQRP\�DQG�LQFUHDVLQJ�VSHFLDOL]DWLRQ�LQ�WKH�VWUXFWXUH�RI�SURGXFWLRQ��7KH
DFFXPXODWLRQ�RI�SURGXFHG�FDSLWDO�SURYHV�XQVXVWDLQDEOH�XQGHU� WKHVH�FRQGLWLRQV�DQG� WKH
EXLOG�XS�RI�VNLOOV�LQ�WDUG\��:RUVH��WUDGH�FORVXUH�IDFLOLWDWHV�GLVWRUWLRQDU\�LQWHUYHQWLRQV�E\
IDFWLRQDO� JRYHUQPHQWV� WKDW� VLPXOWDQHRXVO\� GHSUHVV� WKH� HIILFLHQF\� RI� LQYHVWPHQW� DQG
HQWUHQFK� RSSRVLWLRQ� WR� WUDGH� DQG� LQGXVWU\� SROLF\� UHIRUP�� 7KH� HFRQRPLF� GLVWRUWLRQV
FXPXODWH�EHKLQG� WKH�SURWHFWLYH�EDUULHUV�� )RUHLJQ� ERUURZLQJ�PD\�SRVWSRQH� WKH� QHHG� WR
FRUUHFW�WKH�GLVWRUWLRQV�LQ�WKH�IDFH�RI�IODJJLQJ�UHODWLYH�RU�DEVROXWH�JURZWK�LQ�WKH�SULPDU\
VHFWRU��EXW�D�JURZWK�FROODSVH�WKDW�FRUURGHV�DOO�IRUPV�RI�FDSLWDO�LV�WKH�HYHQWXDO�RXWFRPH�
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7KH�UHVRXUFH�ULFK�FRXQWULHV�H[KLELW�ZLGHU�YDULDWLRQV� LQ�SHUIRUPDQFH� WKDQ� WKH� UHVRXUFH�
GHILFLHQW� FRXQWULHV�� D� IDFW� WKDW� LV� WR� EH� H[SHFWHG�� JLYHQ� WKH� ODUJHU� QXPEHU� RI� VXFK
FRXQWULHV� DQG� WKH� JUHDWHU� UDQJH� QRW� RQO\� LQ� WKHLU� VL]H�� EXW� DOVR� LQ� WKH� QDWXUH� RI� WKHLU
QDWXUDO�FDSLWDO��2YHUDOO��WKH�ODUJH�UHVRXUFH�ULFK�FRXQWULHV�VXVWDLQ�VOLJKWO\�IDVWHU�DQG�OHVV
HUUDWLF� SHU� FDSLWD� *'3� JURZWK� WKDQ� WKH� VPDOOHU� RQHV�� +RZHYHU�� WKH\� KDYH� VHOGRP
VHFXUHG� WKH� IXOO� SRWHQWLDO� DGYDQWDJHV� IRU� HFRQRPLF� GLYHUVLILFDWLRQ� WKDW� WKHLU� ODUJH� VL]H
RIIHUV�� 7KH� VPDOOHU� UHVRXUFH�ULFK� FRXQWULHV� IDFH� JUHDWHU� FRQVWUDLQWV� RQ� FRPSHWLWLYH
HFRQRPLF� GLYHUVLILFDWLRQ� WKDQ� WKH� ODUJHU� UHVRXUFH�ULFK� FRXQWULHV�� 7KH\� DUH� PRUH
YXOQHUDEOH� WR�H[WHUQDO�VKRFNV�DQG�DOVR�PRUH� OLNHO\� WR�VXVWDLQ�QHJDWLYH�JHQXLQH�VDYLQJ�
HVSHFLDOO\� LI�� DV� QRWHG� LQ� 6HFWLRQ� ����� WKH\� UHO\� RQ� PLQHUDO� H[SRUWV�� 7KH� KHDY\
GHSHQGHQFH�RI�WKH�PLQHUDO�H[SRUWHUV�RQ�ILVFDO�OLQNDJH�KDV�DOVR�KHLJKWHQHG�WKHLU�H[SRVXUH
WR�JRYHUQPHQW�IDLOXUH�

$�FRXQWHU�IDFWXDO�WR�WKH�VWDSOH�WUDS�PRGHO�RI�UHVRXUFH�ULFK�GHYHORSPHQW�LV�SURYLGHG�E\
WKH� VHTXHQFHG� LQGXVWULDOL]DWLRQ�PRGHO� RI� UHVRXUFH�GHILFLHQW� GHYHORSPHQW�� 7KH� FULWLFDO
FKDUDFWHULVWLF�RI� WKH�UHVRXUFH�GHILFLHQW�PRGHO� LV�D�VXVWDLQHG�FRPSHWLWLYH�GLYHUVLILFDWLRQ
DZD\�IURP�D�GHSHQGHQFH�RQ�SULPDU\�SURGXFWV�DQG�DQ�LQ�EXLOW�UHVLVWDQFH�WR�WKH�FORVXUH�RI
WUDGH� DQG� LQGXVWU\� SROLF\� E\� YHVWHG� LQWHUHVWV�� 7KLV� UHVLVWDQFH� DULVHV� IURP� WKH� HDUO\
UHOLDQFH�RQ�PDQXIDFWXUHG�H[SRUWV�ZKLFK� ODFN� UHQWV�DQG� IRFXV�JRYHUQPHQW�DWWHQWLRQ�RQ
PDLQWDLQLQJ� H[SRUW� FRPSHWLWLYHQHVV�� 7KH� JRYHUQPHQW� LV� PRUH� OLNHO\� WR� EHFRPH� DQ
DXWRQRPRXV�PD[LPL]HU�RI�ORQJ�UXQ�VRFLDO�ZHOIDUH�XQGHU�VXFK�FLUFXPVWDQFHV��,WV�SXUVXLW
RI� VHTXHQFHG� LQGXVWULDO�GLYHUVLILFDWLRQ�VXVWDLQV�D� VWURQJO\�SRVLWLYH�JHQXLQH� VDYLQJ� UDWH
DQG� WKH� UDSLG� DFFXPXODWLRQ� RI� SURGXFHG� FDSLWDO�� VNLOOV� DQG� LQVWLWXWLRQDO� FDSLWDO�� 7KH
FRPSUHVVLRQ�RI� WKH�GHPRJUDSKLF� WUDQVLWLRQ�JLYHV� D� VKDUS�ERRVW� WR� VDYLQJV�� LQYHVWPHQW
DQG�*'3�JURZWK�DW�D�UHODWLYHO\�ORZ�OHYHO�RI�GHYHORSPHQW��,W�DOVR�DEVRUEV�VXUSOXV�ODERXU
UDSLGO\�DQG�WKLV�KHOSV�WR�PDLQWDLQ�D�UHODWLYHO\�HTXLWDEOH�LQFRPH�GLVWULEXWLRQ�DQG�DOVR�WR
JLYH� SULRULW\� WR� VNLOO� DFFXPXODWLRQ� DPRQJ� ZRUNHUV�� HPSOR\HUV� DQG� JRYHUQPHQW� DOLNH�
5LVLQJ�UHDO�ZDJHV�SURSHO� WKH�UHVRXUFH�GHILFLHQW�HFRQRP\�WKURXJK�WKH�VHTXHQFHG�VWDJHV
RI� LQGXVWULDOL]DWLRQ�� 7KH� QHW� UHVXOW� LV� WKDW� WKH� UHVRXUFH�GHILFLHQW� (DVW� $VLDQ� FRXQWULHV
FRPSOHWHG� WKH� LQGXVWULDO� WUDQVLWLRQ� ZLWKLQ� WZR� JHQHUDWLRQV�� DV� RSSRVHG� WR� WKH� ILYH
JHQHUDWLRQV� WKDW� WKH� 6\UTXLQ� DQG� &KHQHU\� FURVV�FRXQWU\� GDWDEDVH� VXJJHVWV� DV� PRUH
W\SLFDO��7DEOH�����2YHUDOO��WKH�*'3�RI�UHVRXUFH�GHILFLHQW�FRXQWULHV�JURZV�IDVWHU�DQG�OHVV
HUUDWLFDOO\�FRPSDUHG�ZLWK�WKH�UHVRXUFH�ULFK�FRXQWULHV�DQG�FRQIHUV�IDVWHU�SHU�FDSLWD�*'3
JURZWK�ZKLOH�DOVR�PDLQWDLQLQJ�D�PRUH�HTXLWDEOH�LQFRPH�GLVWULEXWLRQ�

7KH�KLVWRULFDO�HYLGHQFH�UHLQIRUFHV�WKH�LPSRUWDQFH�RI�SROLF\�WR�WKH�RXWFRPH��7LPH�VHULHV
GDWD�VLQFH�WKH�ODWH�QLQHWHHQWK�FHQWXU\�VXJJHVW�WKDW�DQ�DEXQGDQW�UHVRXUFH�HQGRZPHQW�ZDV
LQLWLDOO\�DGYDQWDJHRXV� WR�HFRQRPLF�GHYHORSPHQW��EXW� WKDW� LW�EHJDQ� WR�EHFRPH�D�PL[HG
EOHVVLQJ� GXULQJ� WKH� ����V�� $W� WKDW� WLPH� PDQ\� FRXQWULHV� HLWKHU� HPEUDFHG� IDVKLRQDEOH
SROLFLHV� IRU� SURPRWLQJ� ,6,�� DV� LQ� VXE�6DKDUDQ� $IULFD�� RU� UHLQIRUFHG� ZKDW� KDG� EHHQ
YROXQWDU\� ,6,�SROLFLHV�� DV� LQ�PXFK�RI�/DWLQ�$PHULFD�� 6XFK�SROLFLHV� UDQ� FRXQWHU� WR� WKH
JOREDO� WUHQG�RI� WUDGH� OLEHUDOL]DWLRQ��KRZHYHU��DQG� WKH\�SURYHG�XQVXVWDLQDEOH��7KH� OHDVW
GLYHUVLILHG� RI� WKH� UHVRXUFH�ULFK� RLO�LPSRUWLQJ� GHYHORSLQJ� HFRQRPLHV� VXFFXPEHG� WR
JURZWK� FROODSVHV� ILUVW�� QRWDEO\� LQ� VXE�6DKDUDQ�$IULFD�� 7KH� JHQXLQH� VDYLQJ� UDWH� WXUQHG
QHJDWLYH� LQ� PDQ\� RI� WKHVH� FRXQWULHV�� HVSHFLDOO\� WKH� PLQHUDO� HFRQRPLHV�� LQGLFDWLQJ� DQ
XQVXVWDLQDEOH�GHYHORSPHQW�WUDMHFWRU\��%XW�DQ�LQDELOLW\�WR�VHUYLFH�IRUHLJQ�GHEW�HYHQWXDOO\
H[WHQGHG�WKH�QHW�RI�WKH�VWDSOH�WUDS�WR�LQFOXGH�PRVW�RI�/DWLQ�$PHULFD�LQ�WKH�HDUO\�����V�
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7KH� KLVWRULFDO� SHUVSHFWLYH� DOVR� VXJJHVWV� WKDW� SRSXODWLRQ� JURZWK� SXVKHV� DOO� FRXQWULHV
WRZDUGV� WKH� UHVRXUFH�GHILFLHQW� VWDWH�� DOWKRXJK� PDQ\� PD\� FRPSOHWH� WKH� GHPRJUDSKLF
F\FOH�EHIRUH� UHDFKLQJ� LW��<HW�ZKHUH� WKH�GHPRJUDSKLF� F\FOH� LV�SURORQJHG�DQG�FRXQWULHV
IDOO� LQWR� WKH� VWDSOH� WUDS� VR� WKDW�SRSXODWLRQ�JURZWK� DQG� WKH�GHSHQGHQF\� UDWLR� VWD\�KLJK�
WKH\� FDQ� PRYH� IURP� UHVRXUFH�DEXQGDQFH� WR� UHVRXUFH�GHILFLHQF\� ZLWKLQ� WZR� RU� WKUHH
JHQHUDWLRQV�� 7KLV� LV� HVSHFLDOO\� OLNHO\� WR� RFFXU� ZKHQ� WKH� JURZWK� FROODSVH� FRPHV� DW� D
UHODWLYHO\� ORZ� OHYHO� RI� SHU� FDSLWD� LQFRPH�� $PRQJ� WKH� FDVH� VWXG\� FRXQWULHV� H[DPLQHG
KHUH��*KDQD�SURYLGHV�DQ�H[DPSOH��EXW�SHUKDSV� WKH�PRVW� VWULNLQJ�FDVH� LV� WKDW�RI�.HQ\D
ZKRVH� SRSXODWLRQ� LQFUHDVHG� IRXU�IROG� EHWZHHQ� WKH� ODWH�����V� DQG� WKH� HDUO\�����V�
.HQ\D�PD\�QRZ�KDYH�DV�PDQ\�SROLF\�OHVVRQV�WR�OHDUQ��LI�QRW�PRUH��IURP�WKH�VHTXHQFHG
LQGXVWULDOL]DWLRQ�PRGHO�DV�LW�GRHV�IURP�WKH�VWDSOH�WUDS�PRGHO�

7KH� JLVW� RI� WKH� SROLF\� OHVVRQV� FDQ� EH� VWDWHG� TXLWH� EULHIO\�� EXW� PRUH� VSHFLILF� SROLF\
JXLGHOLQHV�ZLOO�EH�GHULYHG�IURP�WKH�VWXG\�DV�WKH�PRGHOV�DUH�WLJKWHQHG�DQG�HODERUDWHG�DV
SDUW� RI� DQ� LWHUDWLYH� SURFHVV�ZLWK� WKH� H[HFXWLRQ� RI� WKH� LQ�GHSWK� FDVH� VWXGLHV��$� FHQWUDO
TXHVWLRQ� LQ� WKH� UHIRUP� RI� UHVRXUFH�ULFK� FRXQWULHV� WKDW� KDYH� H[SHULHQFHG� D� JURZWK
FROODSVH�LV�WKH�VHTXHQFLQJ�RI�WKH�WKUHH�EDVLF�PHDVXUHV�UHTXLUHG��VWDELOL]DWLRQ��WUDGH�DQG
SULFH� OLEHUDOL]DWLRQ� DQG� FDSLWDO� PDUNHW� UHIRUP�� $OWKRXJK� D� ELJ� EDQJ� DSSURDFK� FDUULHV
ORZHU� ULVN� RI� D� JRYHUQPHQW� ORVLQJ� LWV� FRPPLWPHQW� WR� UHIRUP�� LW� LV� OLNHO\� WR� DGYHUVHO\
DIIHFW� VRPH� RI� WKH�PRVW� YXOQHUDEOH� LQ� VRFLHW\�� ,W� DOVR� LJQRUHV� WKH� SROLWLFDO� FRQVWUDLQWV
ZLWKLQ�ZKLFK�JRYHUQPHQWV�PXVW�IXQFWLRQ�VR�WKDW�D�VHTXHQFHG�UHIRUP��OLNH�WKDW�SXUVXHG
E\� &KLOH�� LV� OLNHO\� WR� SURYH� PRUH� SROLWLFDOO\� DFFHSWDEOH�� 0RUHRYHU�� WKH� EDVLF� SROLF\
SUHVFULSWLRQ�PXVW� LQFOXGH� LQVWLWXWLRQDO� FRPSRQHQWV� VXFK� DV� FHQWUDO� EDQN� DXWRQRP\�� D
FRPPRGLW\� UHYHQXH� VWDELOL]DWLRQ� IXQG� DQG� D� FDSLWDO� GHYHORSPHQW� IXQG�� (YHQ� ZLWK
DSSURSULDWH�PHDVXUHV��WKH�UHVWRUDWLRQ�RI�VXVWDLQHG�UDSLG�HFRQRPLF�JURZWK�LV�OLNHO\�WR�EH
SURWUDFWHG� GXH� WR� WKH� FRUURVLRQ� RI� DOO� IRUPV� RI� FDSLWDO� DQG�� LURQLFDOO\�� WKH� PRUH
VXFFHVVIXO�WKH�LQLWLDO�LPSOHPHQWDWLRQ�RI�WKH�SDFNDJH��WKH�PRUH�FDSLWDO�LQIORZV�DUH�OLNHO\
WR� KDPSHU� FRPSHWLWLYH� GLYHUVLILFDWLRQ� DQG� OHDYH� WKH� HFRQRP\� YXOQHUDEOH� WR� FDSLWDO
IOLJKW�

$Q�DEXQGDQW�QDWXUDO�UHVRXUFH�HQGRZPHQW�VHHPV�PRUH�OLNHO\�WR�DPSOLI\�WKH�SUREOHPV�RI
WKH�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\�WKDQ�WR�UHGXFH�WKHP��2QH�UHDVRQ�IRU�WKLV�LV�WKDW�WKH
UHQWV�DUH�SHUFHLYHG�DV�D�FXVKLRQ�DJDLQVW�WKH�KDUVKQHVV�RI�UHIRUP��7KLV�HQFRXUDJHV�D�VORZ
UHVSRQVH�WR�UHIRUP��DQG�D�VORZ�UHVSRQVH�DPSOLILHV�WKH�ORVV�RI�RXWSXW�DQG�UHYHQXHV��DQG
KHLJKWHQV�WKH�ULVN�RI�SROLF\�FRUUXSWLRQ��$�VHFRQG�UHDVRQ�ZK\�UHVRXUFH�DEXQGDQFH�PD\
KDPSHU� WKH� WUDQVLWLRQ� LV� EHFDXVH� DJULFXOWXUH� LV� RIWHQ� WKH� SULQFLSDO� VHFWRU� LQ� VXFK
HFRQRPLHV� DQG� LW� KHDYLO\� VXEVLGL]HG� XQGHU� FHQWUDO� SODQQLQJ�� VR� WKDW� D� PDVVLYH
DGMXVWPHQW� LV� UHTXLUHG�GXULQJ� UHIRUP��0HDQZKLOH�� WKH�PLQHUDO� HFRQRPLHV� LQ� WUDQVLWLRQ
DUH� OLNHO\� WR� H[SHULHQFH� D� VWURQJHU� UHDO� H[FKDQJH� UDWH� UHERXQG�� ZLWK� REYLRXV� DGYHUVH
LPSOLFDWLRQV�IRU�VWUXFWXUDO�GLYHUVLILFDWLRQ�
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5()(5(1&(6

$IVDK��6���%��/DSODQWH�DQG�'��:KHHOHU�������� 
&RQWUROOLQJ�LQGXVWULDO�SROOXWLRQ��$�QHZ
SDUDGLJP
��35'�:RUNLQJ�3DSHU��������:DVKLQJWRQ�'&��:RUOG�%DQN�

$OHVLQD��$��DQG�5��3HURWWL��������
7KH�SROLWLFDO�HFRQRP\�RI�JURZWK��$�FULWLFDO�VXUYH\�RI
WKH�UHFHQW�OLWHUDWXUH
��:RUOG�%DQN�(FRQRPLF�5HYLHZ������������

$OHVLQD��$��DQG�'��5RGULN��������
'LVWULEXWLYH�SROLFLHV�DQG�HFRQRPLF�JURZWK
��4XDUWHUO\
-RXUQDO�RI�(FRQRPLFV������������������

$QDQG��6��DQG�6��0��5��.DQEXU��������
,QHTXDOLW\�DQG�GHYHORSPHQW��$�FULWLTXH
��-RXUQDO
RI�'HYHORSPHQW�(FRQRPLFV������������

$URQ�� -�� ������� 
3ROLWLFDO�� HFRQRPLF� DQG� VRFLDO� LQVWLWXWLRQV�� $� UHYLHZ� RI� JURZWK
HYLGHQFH
��&HQWUH�IRU�WKH�6WXG\�RI�$IULFDQ�(FRQRPLHV�:RUNLQJ�3DSHU��������,QVWLWXWH�RI
(FRQRPLFV�DQG�6WDWLVWLFV��2[IRUG��2[IRUG�8QLYHUVLW\�

$VOXQG�� $��� 3�� %RRQH� DQG� 6�� -RKQVRQ� ������� 
+RZ� WR� VWDELOLVH�� /HVVRQV� IURP� SRVW�
&RPPXQLVW�FRXQWULHV
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�������������

$WNLQVRQ�� *��� 5�� 'XERXUJ�� .�� +DPLOWRQ�� 0�� 0XQDVLQJKH�� '�� 3HDUFH� DQG� &�� <RXQJ
�������0HDVXULQJ� 6XVWDLQDEOH� 'HYHORSPHQW�� 0DFURHFRQRPLFV� DQG� WKH� (QYLURQPHQW�
$OGHUVKRW��(GZDUG�(OJDU�

$XW\�� 5�� 0�� ������� 5HVRXUFH�%DVHG� ,QGXVWULDOL]DWLRQ�� 6RZLQJ� WKH� 2LO� LQ� (LJKW
([SRUWLQJ�&RXQWULHV��2[IRUG��&ODUHQGRQ�3UHVV�

$XW\��5��0���������
,QGXVWULDO�SROLF\�UHIRUP�LQ�VL[�ODUJH�QHZO\�LQGXVWULDOL]LQJ�FRXQWULHV�
7KH�UHVRXUFH�FXUVH�WKHVLV
��:RUOG�'HYHORSPHQW������������

$XW\��5��0���������3DWWHUQV�RI�'HYHORSPHQW��5HVRXUFHV��3ROLF\�DQG�(FRQRPLF�*URZWK�
/RQGRQ��(GZDUG�$UQROG�

$XW\��5��0�������D��
1DWXUDO�UHVRXUFHV��WKH�VWDWH�DQG�GHYHORSPHQW�VWUDWHJ\
��-RXUQDO�RI
,QWHUQDWLRQDO�'HYHORSPHQW������������

$XW\��5��0�� �����E�� 
3ROOXWLRQ�SDWWHUQV�GXULQJ� WKH� LQGXVWULDO� WUDQVLWLRQ
��*HRJUDSKLFDO
-RXUQDO��������������

$XW\��5��0�������F��
&RPSHWLWLYH�LQGXVWULDO�SROLF\�DQG�PDFUR�SHUIRUPDQFH��+DV�6RXWK
.RUHD�RXWSHUIRUPHG�7DLZDQ"
��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV�������������

$XW\�� 5�� 0�� DQG� 5�)�� 0LNHVHOO� �IRUWKFRPLQJ�� 6XVWDLQDEOH� 'HYHORSPHQW� RI� 0LQHUDO
(FRQRPLHV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

%DODVVD�� %�� ������� 
6WUXFWXUDO� DGMXVWPHQW� SROLFLHV� LQ� GHYHORSLQJ� FRXQWULHV
�� :RUOG
'HYHORSPHQW������������
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%DUELHU��(��%�� ������� 
,QWURGXFWLRQ� WR� WKH� VSHFLDO� HQYLURQPHQWDO�.X]QHWV� FXUYH� LVVXH
�
(QYLURQPHQW�DQG�'HYHORSPHQW�(FRQRPLFV�����������������

%DUUR�� 5�� -�� ������� 
1RWHV� RQ� JURZWK� DFFRXQWLQJ
�� 1%(5� :RUNLQJ� 3DSHU�� �����
&DPEULGJH�0$��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

%LQVZDQJHU��+��3��DQG�.��'HLQLQJHU� ������� 
6RXWK�$IULFDQ� ODQG�SROLF\��7KH� OHJDF\�RI
KLVWRU\�DQG�FXUUHQW�RSWLRQV
��:RUOG�'HYHORSPHQW��������������

%LUGVDOO�� 1��� '�� 5RVV� DQG� 5�� 6DERW� ������� 
(GXFDWLRQ�� JURZWK� DQG� LQHTXDOLW\
�� LQ� 1�
%LUGVDOO� DQG�)�� -DVSHUVRQ� �HGV��3DWKZD\V� WR�*URZWK��&RPSDULQJ�(DVW�$VLD�DQG�/DWLQ
$PHULFD��:DVKLQJWRQ�'&��,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN���������

%ORRP�� '�� (�� DQG� -�� *�� :LOOLDPVRQ� ������� 
'HPRJUDSKLF� WUDQVLWLRQV� DQG� HFRQRPLF
PLUDFOHV� LQ� HPHUJLQJ� $VLD
�� 1%(5� :RUNLQJ� 3DSHU�� ������ &DPEULGJH� 0$�� 1DWLRQDO
%XUHDX�RI�(FRQRPLF�5HVHDUFK�

%RZPDQ�� .�� 6�� ������� 
6KRXOG� WKH� .X]QHWV� HIIHFW� EH� UHOLHG� RQ� WR� LQGXFH� HTXDOLVLQJ
JURZWK��(YLGHQFH�IURP�SRVW������GHYHORSPHQW
��:RUOG�'HYHORSPHQW�������������

&ODJXH�� &��� 3�� .HHIHU�� 6�� .QDFN� DQG� 0�� 2OVRQ� ������� 
,QVWLWXWLRQV� DQG� HFRQRPLF
SHUIRUPDQFH��SURSHUW\� ULJKWV�DQG�FRQWUDFW�HQIRUFHPHQW
�� LQ�&��&ODJXH� �HG��� ,QVWLWXWLRQV
DQG�(FRQRPLF�'HYHORSPHQW��*URZWK��*RYHUQDQFH�LQ�/HVV�'HYHORSHG�DQG�3RVW�6RFLDOLVW
&RXQWULHV��%DOWLPRUH�0$��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV��������

&RUER��9��DQG�6��)LVKHU��������
/HVVRQV�IURP�WKH�&KLOHDQ�VWDELOL]DWLRQ�DQG�UHFRYHU\
��LQ
%�3��%RVZRUWK��5��'RUQEXVFK�DQG�5��/DEDQ��HGV���7KH�&KLOHDQ�(FRQRP\��:DVKLQJWRQ
'&��%URRNLQJV�,QVWLWXWLRQ��������

'DYLV�� *�� ������� 
/HDUQLQJ� WR� ORYH� WKH� 'XWFK� 'LVHDVH�� (YLGHQFH� IURP� WKH� PLQHUDO
HFRQRPLHV
��:RUOG�'HYHORSPHQW��������������

GH�0HOR��0���&��'HQ]LHU�DQG�$��*HOE��������
3DWWHUQV�RI�WUDQVLWLRQ�IURP�SODQ�WR�PDUNHW
�
:RUOG�%DQN�(FRQRPLF�5HYLHZ��������������

'HLQLQJHU��.��DQG�/��6TXLUH� ������� 
$�QHZ�GDWD� VHW� IRU�PHDVXULQJ� LQFRPH� LQHTXDOLW\
�
:RUOG�%DQN�(FRQRPLF�5HYLHZ�����������������

'XQFDQ�� 5�� &�� ������� 
$JULFXOWXUDO� H[SRUW� SURVSHFWV� IRU� VXE�6DKDUDQ� $IULFD
�
'HYHORSPHQW�3ROLF\�5HYLHZ������������

(DVWHUOH\�� :�� DQG� 5�� /HYLQH� ������� 
$IULFD
V� JURZWK� WUDJHG\�� 3ROLFLHV� DQG� HWKQLF
GLYLVLRQV
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�����������������

(FKHYDUULD�� &�� ������� 
&KDQJHV� LQ� VHFWRUDO� FRPSRVLWLRQ� DVVRFLDWHG� ZLWK� HFRQRPLF
JURZWK
��,QWHUQDWLRQDO�(FRQRPLF�5HYLHZ��������������

(FRQRPLVW��������$Q�LQYDOXDEOH�HQYLURQPHQW��7KH�(FRQRPLVW��$SULO��������

(GZDUGV��&��%�� ������� 
3URWHFWLRQ�DQG�3ROLF\� LQ� WKH�0DOD\VLDQ�0DQXIDFWXULQJ�6HFWRU
�
9LHQQD��81,'2�
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(GZDUGV��6���������
:K\�DUH�/DWLQ�$PHULFD
V�VDYLQJ�UDWHV�VR�ORZ"
��LQ�1��%LUGVDOO�DQG�)�
-DVSHUVRQ� �HGV�� 3DWKZD\V� WR� *URZWK�� &RPSDULQJ� (DVW� $VLD� DQG� /DWLQ� $PHULFD�
:DVKLQJWRQ�'&��,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN����������

(O� 6HUDI\�� 6�� ������� 
7KH� SURSHU� FDOFXODWLRQ� RI� LQFRPH� IURP� GHSOHWDEOH� QDWXUDO
UHVRXUFHV
��LQ�<��-��$KPDG��6��(O�6HUDI\�DQG�(��/XW]��HGV��(QYLURQPHQWDO�$FFRXQWLQJ�IRU
6XVWDLQDEOH�'HYHORSPHQW��:DVKLQJWRQ�'&��:RUOG�%DQN��������

(VW\��'��&���������
(QYLURQPHQWDO�SURWHFWLRQ�GXULQJ�WKH�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\
�
LQ�:��7��:RR��6�� 3DUNHU� DQG� -��'�� 6DFKV� �HGV��(FRQRPLHV� LQ� 7UDQVLWLRQ��&RPSDULQJ
$VLD�DQG�(XURSH��&DPEULGJH�0$��0,7�3UHVV���������

)LHOGV��*���������
&KDQJH�LQ�SRYHUW\�DQG�LQHTXDOLW\�LQ�WKH�GHYHORSLQJ�FRXQWULHV
��:RUOG
%DQN�5HVHDUFK�2EVHUYHU����������������

)LQGOD\��5���������)DFWRU�3URSRUWLRQV��7UDGH�DQG�*URZWK��&DPEULGJH�0$��0,7�3UHVV�

)LQGOD\�� 5�� DQG� 6�� :HOOLV]� ������� 7KH� 3ROLWLFDO� (FRQRP\� RI� 3RYHUW\�� (TXLW\� DQG
*URZWK���)LYH�6PDOO�(FRQRPLHV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

)LVFKHU�� 6���5�� 6DKD\� DQG�&��$��9HJK� ������� 
6WDELOL]DWLRQ� DQG�*URZWK� LQ� 7UDQVLWLRQ
(FRQRPLHV��7KH�HDUO\�H[SHULHQFH
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV������������

)RVX�� $�� .�� ������� 
3ULPDU\� H[SRUWV� DQG� HFRQRPLF� JURZWK� LQ� GHYHORSLQJ� FRXQWULHV
�
:RUOG�(FRQRP\�������������

)U\H��7��DQG�$��6KOHLIHU� ������� 
7KH� LQYLVLEOH�KDQG�DQG� WKH�JUDEELQJ�KDQG
��$PHULFDQ
(FRQRPLF�$VVRFLDWLRQ��3DSHUV�DQG�3URFHHGLQJV�����������������

*DYLQ�� 0��� 5�� +DXVPDQQ� DQG� (�� 7DOYL� ������� 
6DYLQJ�� JURZWK� DQG� PDFURHFRQRPLF
YXOQHUDELOLW\
�� LQ�1��%LUGVDOO� DQG� )�� -DVSHUVRQ� �HGV��3DWKZD\V� WR�*URZWK��&RPSDULQJ
(DVW� $VLD� DQG� /DWLQ� $PHULFD�� :DVKLQJWRQ� '&�� ,QWHU�$PHULFDQ� 'HYHORSPHQW� %DQN�
���������

*HHUW]�� &�� ������� $JULFXOWXUDO� ,QYROXWLRQ�� 7KH� 3URFHVV� RI� (FRORJLFDO� &KDQJH� LQ
,QGRQHVLD��%HUNHOH\�&$��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�

*HOE�� $�� +�� DQG� $VVRFLDWHV� ������� 2LO� :LQGIDOOV�� %OHVVLQJ� RU� &XUVH"�� 1HZ� <RUN�
2[IRUG�8QLYHUVLW\�3UHVV���������

*HOE��$��+���-��.QLJKW�DQG�5��6DERW��������7KH�(FRQRPLF�-RXUQDO���������������

*URVVPDQ��*���������
3ROOXWLRQ�DQG�JURZWK��:KDW�GR�ZH�NQRZ"
��LQ�,��*ROGLQ�DQG�/��$�
:LQWHUV� �HGV�� 7KH� (FRQRPLFV� RI� 6XVWDLQDEOH� 'HYHORSPHQW�� &DPEULGJH�� &DPEULGJH
8QLYHUVLW\�3UHVV��������

*\OIDVRQ��7���������8QGHUVWDQGLQJ�(FRQRPLF�*URZWK��616�)|UODJ��6WRFNKROP�

*\OIDVRQ�� 7��� 7�� 7�� +HUEHUWVVRQ� DQG� *�� =RHJD� ������� 
$� PL[HG� EOHVVLQJ�� 1DWXUDO
UHVRXUFHV� DQG� HFRQRPLF� JURZWK
�� %LUNEHFN� &ROOHJH� 'LVFXVVLRQ� 3DSHUV� LQ� (FRQRPLFV�
������/RQGRQ��%LUNEHFN�&ROOHJH�

+LFNV��-��5���������9DOXH�DQG�FDSLWDO��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�
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+LJJLQV�� 0�� DQG� -�� *�� :LOOLDPVRQ� ������� 
$JH� VWUXFWXUH� G\QDPLFV� LQ� $VLD� DQG
GHSHQGHQFH�RQ�IRUHLJQ�FDSLWDO
��3RSXODWLRQ�DQG�'HYHORSPHQW�5HYLHZ�������������

+\PHU��6��+���������
7KH�SROLWLFDO�HFRQRP\�RI�WKH�*ROG�&RDVW�DQG�*KDQD
��LQ�*��5DQLV
�HG���*RYHUQPHQW�DQG�(FRQRPLF�'HYHORSPHQW��1HZ�+DYHQ�&7��<DOH�8QLYHUVLW\�3UHVV�
�������

-RKQVRQ�� (�� $�� -�� ������� 7KH� 2UJDQL]DWLRQ� DQG� XVH� RI� 6SDFH� LQ� WKH� 'HYHORSLQJ
&RXQWULHV��&DPEULGJH�0$��+DUYDUG�8QLYHUVLW\�3UHVV�

.DUDWQ\FNL��$���������
'HPRFUDFLHV�RQ�WKH�ULVH��GHPRFUDFLHV�DW�ULVN
��)UHHGRP�5HYLHZ�
�-DQXDU\��������

.DXIPDQ�� '�� DQG� $�� .DOLEHUGD� ������� 
,QWHJUDWLQJ� WKH� XQRIILFLDO� HFRQRP\� LQWR� WKH
G\QDPLFV� RI� SRVW�6RYLHW� HFRQRPLHV�� $� IUDPHZRUN� RI� DQDO\VLV� DQG� HYLGHQFH
�� PLPHR�
.LHY��:RUOG�%DQN�

.LOOLFN��7���������7KH�)OH[LEOH�(FRQRP\��/RQGRQ��5RXWOHGJH�

.QDFN��6��DQG�3��.HHIHU��������
'RHV�VRFLDO�FDSLWDO�KDYH�DQ�HFRQRPLF�SD\�RII"�$�FURVV�
FRXQWU\�LQYHVWLJDWLRQ
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�����������������

.UXHJHU��$��2���0��6FKLII�DQG�$��9DOGHV�������� 
$JULFXOWXUDO� LQFHQWLYHV�LQ�GHYHORSLQJ
FRXQWULHV�� 0HDVXULQJ� WKH� HIIHFW� RI� VHFWRUDO� DQG� HFRQRP\�ZLGH� SROLFLHV
��:RUOG� %DQN
(FRQRPLF�5HYLHZ������������

.UXHJHU�� $�� 2��� 0�� 6FKLII� DQG� $�� 9DOGHV� ������� 3ROLWLFDO� (FRQRP\� RI� $JULFXOWXUDO
3ULFLQJ�3ROLFLHV��%DOWLPRUH�0'��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV�

.UXJPDQ��3��5��DQG�$��-��9HQDEOHV��������
*OREDOL]DWLRQ�DQG�WKH�LQHTXDOLW\�RI�QDWLRQV
�
4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV���������������

.XUHU��2���������
7KH�SROLWLFDO�IRXQGDWLRQV�RI�HFRQRPLF�GHYHORSPHQW�SROLFLHV
��-RXUQDO
RI�'HYHORSPHQW�6WXGLHV�������������

.X]QHWV�� 6�� ������� 
(FRQRPLF� JURZWK� DQG� LQFRPH� LQHTXDOLW\
�� $PHULFDQ� (FRQRPLF
5HYLHZ�����������

/DO��'���������7KH�3RYHUW\�RI�'HYHORSPHQW�(FRQRPLFV��/RQGRQ��,QVWLWXWH�RI�(FRQRPLF
$IIDLUV�

/DO�� '�� ������� 7KH� 5HSUHVVHG� (FRQRP\�� &DXVHV�� &RQVHTXHQFHV�� 5HIRUP�� /RQGRQ�
(GZDUG�(OJDU����������

/DO��'��DQG�+��0\LQW��������7KH�3ROLWLFDO�(FRQRP\�RI�3RYHUW\��(TXLW\�DQG�*URZWK��$
&RPSDUDWLYH�$QDO\VLV��2[IRUG��&ODUHQGRQ�3UHVV�

/DQH��3��5��DQG�7RUQHOO��$�� ������� 
3RZHU��JURZWK�DQG� WKH�YRUDFLW\�HIIHFW
��-RXUQDO�RI
(FRQRPLF�*URZWK������������

/HIWZLFK��$��������� 
%ULQJLQJ�SROLWLFV�EDFN�LQ��7RZDUGV�D�PRGHO�RI� WKH�GHYHORSPHQWDO
VWDWH
��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV��������������

/HZLV��:��$UWKXU��������*URZWK�DQG�)OXFWXDWLRQV������������/RQGRQ��*HRUJH�$OOHQ�	
8QZLQ�



��

/L�� +��� /�� 6TXLUH� DQG� +�� =RX� ������� 
([SODLQLQJ� LQWHUQDWLRQDO� DQG� LQWHU�WHPSRUDO
YDULDWLRQV�LQ�LQFRPH�LQHTXDOLW\
��7KH�(FRQRPLF�-RXUQDO�������������

/LSWRQ�� 0�� ������� 
(GLWRULDO�� 3RYHUW\� �� $UH� WKHUH� KROHV� LQ� WKH� FRQVHQVXV"
�� :RUOG
'HYHORSPHQW��������������������

/RQGRQR�� -�� /�� �������3RYHUW\�� ,QHTXDOLW\� DQG�+XPDQ� &DSLWDO� 'HYHORSPHQW� LQ� /DWLQ
$PHULFD������������:DVKLQJWRQ�'&��:RUOG�%DQN�

0DGGLVRQ��$���������0RQLWRULQJ�WKH�:RUOG�(FRQRP\����������3DULV��2(&'�

0DQNLZ��1��*���������
7KH�JURZWK�RI�QDWLRQV
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�
��������

0DWVX\DPD��.���������
$JULFXOWXUDO�SURGXFWLYLW\��FRPSDUDWLYH�DGYDQWDJH�DQG�HFRQRPLF
JURZWK
��-RXUQDO�RI�(FRQRPLF�7KHRU\��������������

0HOORU��-��:���������$JULFXOWXUH�RQ�WKH�5RDG�WR�,QGXVWULDOL]DWLRQ��%DOWLPRUH�0'��-RKQV
+RSNLQV�8QLYHUVLW\�3UHVV�

0H\HU�� -�� ������� 
,V� KDYLQJ� D� ULFK� QDWXUDO� UHVRXUFH� HQGRZPHQW� GHWULPHQWDO� WR� H[SRUW
GLYHUVLILFDWLRQ"
��81&7$'�'LVFXVVLRQ�3DSHU�������*HQHYD��81&7$'�

0RRPDZ��:��5��DQG�*��&��8QUXK��������
$UH�HQYLURQPHQWDO�.X]QHWV�FXUYHV�PLVOHDGLQJ
XV"�7KH�FDVH�RI�&2��HPLVVLRQV
��(QYLURQPHQW�DQG�'HYHORSPHQW�(FRQRPLFV�������������
���

1DQNDQL��*��7�� ������� 
'HYHORSPHQW� SUREOHPV�RI�PLQHUDO� H[SRUWLQJ� FRXQWULHV
��:RUOG
%DQN�6WDII�:RUNLQJ�3DSHU�������:DVKLQJWRQ�'&��:RUOG�%DQN�

1DUD\DQ�� '�� ������� 
9RLFHV� RI� WKH� SRRU�� 3RYHUW\� DQG� VRFLDO� FDSLWDO� LQ� 7DQ]DQLD
�
(QYLURQPHQWDOO\� DQG� 6RFLDOO\� 6XVWDLQDEOH� 'HYHORSPHQW� 6WXGLHV� DQG� 0RQRJUDSKV
6HULHV������:DVKLQJWRQ�'&��:RUOG�%DQN�

2OVRQ��0���������
%LJ�ELOOV�OHIW�RQ�WKH�VLGHZDON��:K\�VRPH�QDWLRQV�DUH�ULFK�DQG�RWKHUV
DUH�SRRU
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV�����������

2ZHQ��:���������'LVWDQFH�DQG�'HYHORSPHQW��:DVKLQJWRQ�'&��%URRNLQJV�,QVWLWXWLRQ�

2ZHQV�� 7�� DQG� $�� :RRG� ������� 
([SRUW�RULHQWHG� LQGXVWULDOL]DWLRQ� WKURXJK� SULPDU\
SURFHVVLQJ"
��:RUOG�'HYHORSPHQW��������������

3DQD\RWRX��7�� ������� 
'HP\VWLI\LQJ� WKH�HQYLURQPHQWDO�.X]QHWV� FXUYH�� WXUQLQJ� D�EODFN
ER[�LQWR�D�SROLF\�WRRO
��(QYLURQPHQW�DQG�'HYHORSPHQW�(FRQRPLFV����������������

3HDUFH��'��:���������%OXHSULQW����/RQGRQ��(DUWKVFDQ�

3HDUFH�� '�� :��� .�� +DPLOWRQ� DQG� *�� $WNLQVRQ� ������� 
0HDVXULQJ� VXVWDLQDEOH
GHYHORSPHQW��3URJUHVV�RQ�LQGLFDWRUV
��(QYLURQPHQW�DQG�'HYHORSPHQW�(FRQRPLFV��������
�������

3HDUVRQ�� 6�� 5�� DQG� &RZQLHV�� -�� ������� &RPPRGLW\� ([SRUWV� DQG� $IULFDQ� (FRQRPLF
'HYHORSPHQW��/H[LQJWRQ�0$��/H[LQJWRQ�%RRNV�



��

3HUNLQV�� '�� +�� DQG� 0�� 6\UTXLQ� ������� 
7KH� GHYHORSPHQW� RI� ODUJH� FRXQWULHV�� 7KH
LQIOXHQFH� RI� VL]H
�� LQ� +�� %�� &KHQHU\� DQG� 7�� 1�� 6ULQLYDVDQ� �HGV�� +DQGERRN� RI
'HYHORSPHQW�(FRQRPLFV��9RO����$PVWHUGDP��1RUWK�+ROODQG������������

3HUVVRQ�� 7�� DQG� *�� 7DEHOOLQL� ������� 
,V� LQHTXDOLW\� KDUPIXO� IRU� JURZWK"
�� $PHULFDQ
(FRQRPLF�5HYLHZ�����������������

3ULWFKHWW��/���������
'LYHUJHQFH��ELJ�WLPH
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV������������
���

3XWQDP�� 5�� ������� 
7KH� SURVSHURXV� FRPPXQLW\� �� 6RFLDO� FDSLWDO� DQG� SXEOLF� OLIH
�
$PHULFDQ�3URVSHFW������������

5DQLV��*���������
7RZDUGV�D�PRGHO�RI�GHYHORSPHQW
��LQ�/��%��.UDXVH�DQG�.��.LP��HGV�
/LEHUDOL]DWLRQ� LQ� WKH� 3URFHVV� RI� (FRQRPLF� 'HYHORSPHQW�� %HUNHOH\�� 8QLYHUVLW\� RI
&DOLIRUQLD�3UHVV���������

5HSHWWR�� 5���:��0DJUDWK��0��:HOOV�� &�� %HHU� DQG� )�� 5RVVLQL� ������� 
:DVWLQJ� DVVHWV�
QDWXUDO� UHVRXUFHV� LQ� WKH� QDWLRQDO� LQFRPH� DFFRXQWV
�� UHSULQWHG� LQ� $��0DUNDQG\D� DQG� -�
5LFKDUGVRQ��HGV��(QYLURQPHQWDO�(FRQRPLFV��/RQGRQ��(DUWKVFDQ���������

5RGULN�� '�� ������� 
7UDGH� SROLF\� DQG� HFRQRPLF� SHUIRUPDQFH� LQ� VXE�6DKDUDQ� $IULFD
�
1%(5�:RUNLQJ�3DSHU��������&DPEULGJH�0$��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

5RPHU�� 3�� 0�� ������� 
*URZWK� EDVHG� RQ� LQFUHDVLQJ� UHWXUQV� GXH� WR� VSHFLDOL]DWLRQ
�
$PHULFDQ�(FRQRPLF�5HYLHZ��3DSHUV�DQG�3URFHHGLQJV������������

5RPHU�� 3�� 0�� ������� 
7KH� RULJLQV� RI� HQGRJHQRXV� JURZWK
�� -RXUQDO� RI� (FRQRPLF
3HUVSHFWLYHV����������

5RVHQEHUJ��&��%��DQG�7��2��6DDYDODLQHQ�������� 
+RZ�WR�GHDO�ZLWK�$]HUEDLMDQ
V�ERRP"
3ROLF\�VWUDWHJLHV�LQ�D�UHVRXUFH�ULFK�WUDQVLWLRQ�HFRQRP\
��,0)�:RUNLQJ�3DSHU��:3������
:DVKLQJWRQ�'&��,0)�

6DFKV�� -��'�� ������� 
([WHUQDO� GHEW� DQG�PDFURHFRQRPLF� SHUIRUPDQFH� LQ�/DWLQ�$PHULFD
DQG�(DVW�$VLD
��%URRNLQJV�3DSHUV�LQ�(FRQRPLF�$FWLYLW\������������

6DFKV�� -�� '�� ������� 
6RFLDO� FRQIOLFW� DQG� SRSXOLVW� SROLFLHV� LQ� /DWLQ� $PHULFD
�� 1%(5
:RUNLQJ�3DSHU��������&DPEULGJH�0$��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

6DFKV��-��'���������
5HVRXUFH�HQGRZPHQWV�DQG�WKH�UHDO�H[FKDQJH�UDWH��$�FRPSDULVRQ�RI
/DWLQ�$PHULFD�DQG�(DVW�$VLD
��PLPHR��&DPEULGJH�0$��+,,'�

6DFKV�� -�� '�� DQG� $�� :DUQHU� �����D�� 
(FRQRPLF� UHIRUP� DQG� WKH� SURFHVV� RI� JOREDO
LQWHJUDWLRQ
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�����������

6DFKV��-��'��DQG�$��:DUQHU������E��
1DWXUDO�5HVRXUFHV�DQG�(FRQRPLF�*URZWK
��PLPHR�
&DPEULGJH�0$��+,,'�

6DFKV��-��'��DQG�$��:DUQHU��������
)XQGDPHQWDO�VRXUFHV�RI�ORQJ�UXQ�JURZWK
��$PHULFDQ
(FRQRPLF�$VVRFLDWLRQ�3DSHUV�DQG�3URFHHGLQJV���0D\����������

6DFKV��-��'��DQG�$��:DUQHU��������
1DWXUDO�UHVRXUFH�DEXQGDQFH�DQG�HFRQRPLF�JURZWK
�
&DPEULGJH�0$��+,,'���1RYHPEHU��



��

6DOOHK��,��0��DQG�'��0H\DQDWKDQ��������7KH�/HVVRQV�RI�$VLD��0DOD\VLD�*URZWK��(TXLW\
DQG�6WUXFWXUDO�&KDQJH��:DVKLQJWRQ�'&��:RUOG�%DQN�

6FRWW��0��)���������$�1HZ�9LHZ�RI�(FRQRPLF�*URZWK��2[IRUG��&ODUHQGRQ�3UHVV�

6HUDJHOGLQ�� ,�� DQG� &�� *URRWHDUW� �IRUWKFRPLQJ�� 
'HILQLQJ� VRFLDO� FDSLWDO�� DQ� LQWHJUDWLQJ
YLHZ
�� LQ� 5�� 3LFFLRWWR� DQG� (�� :LHVQHU� �HGV�� (YDOXDWLRQ� DQG� 'HYHORSPHQW�� 7KH
,QVWLWXWLRQDO�'LPHQVLRQ��1HZ�%UXQVZLFN��1-��7UDQVDFWLRQ�3XEOLVKHUV����������

6WHUQ�� '�� -��� 0�� 6�� &RPPRQ� DQG� (�� %�� %DUELHU� ������� 
(FRQRPLF� JURZWK� DQG
HQYLURQPHQWDO� GHJUDGDWLRQ�� 7KH� HQYLURQPHQWDO� .X]QHWV� FXUYH� DQG� VXVWDLQDEOH
GHYHORSPHQW
��:RUOG�'HYHORSPHQW����������������

6WLJOLW]�� -��(�� DQG�0��8\� ������� 
)LQDQFLDO�PDUNHWV�� SXEOLF� SROLF\� DQG� WKH�(DVW�$VLDQ
PLUDFOH
��:RUOG�%DQN�5HVHDUFK�2EVHUYHU�������������

6\UTXLQ��0�� ������� 
3URGXFWLYLW\�JURZWK�DQG� IDFWRU� UHDOORFDWLRQ
�� LQ�+��%��&KHQHU\��6�
5RELQVRQ� DQG�0�� 6\UTXLQ� �HGV�� ,QGXVWULDOL]DWLRQ� DQG�*URZWK�� $� &RPSDUDWLYH� 6WXG\�
1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV����������

6\UTXLQ��0��DQG�+��%��&KHQHU\�������� 
3DWWHUQV�RI�'HYHORSPHQW������WR�����
��:RUOG
%DQN�'LVFXVVLRQ�3DSHU������:DVKLQJWRQ�'&��:RUOG�%DQN�

7HPSOH��-��DQG�3��$��-RKQVRQ��������
6RFLDO�FDSDELOLW\�DQG�HFRQRPLF�JURZWK
��4XDUWHUO\
-RXUQDO�RI�(FRQRPLFV���������������

YDQ�7RQJHUHQ��-��HW�DO��������� 
,QWHJUDWHG�(QYLURQPHQWDO�DQG�(FRQRPLF�$FFRXQWLQJ��$
&DVH� 6WXG\� IRU� 0H[LFR
�� (QYLURQPHQW� :RUNLQJ� 3DSHU�� ���� :DVKLQJWRQ� '&�� :RUOG
%DQN�

9LQFHQW�� -�� ������� 
7HVWLQJ� IRU� HQYLURQPHQWDO� .X]QHWV� FXUYHV� ZLWKLQ� D� GHYHORSLQJ
FRXQWU\
��(QYLURQPHQW�DQG�'HYHORSPHQW�(FRQRPLFV����������������

9LQFHQW��-��5��DQG�5��0��$OL��������(QYLURQPHQW�DQG�'HYHORSPHQW�LQ�D�5HVRXUFH�5LFK
(FRQRP\�� 0DOD\VLD� 8QGHU� WKH� 1HZ� (FRQRPLF� 3ROLF\�� &DPEULGJH� 0$�� +DUYDUG
8QLYHUVLW\�3UHVV�

:LOOLDPVRQ�� -�� �������7KH�&UDZOLQJ�%DQG�DV�DQ�([FKDQJH�5DWH�5HJLPH��:DVKLQJWRQ
'&��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV�

:LOOLDPVRQ��-��*���������
5HJLRQDO�LQHTXDOLW\�DQG�WKH�SURFHVV�RI�QDWLRQDO�GHYHORSPHQW�
$�GHVFULSWLRQ�RI�WKH�SDWWHUQV
��(FRQRPLF�'HYHORSPHQW�DQG�&XOWXUDO�&KDQJH�����������

:LOOLDPVRQ�� -�� *�� ������� 
*URZWK�� GLVWULEXWLRQ� DQG� GHPRJUDSK\�� 6RPH� OHVVRQV� IURP
KLVWRU\
��1%(5�:RUNLQJ�3DSHU�� ������&DPEULGJH�0$��1DWLRQDO�%XUHDX� RI� (FRQRPLF
5HVHDUFK�

:LQWHU�1HOVRQ��$��������� 
1DWXUDO�UHVRXUFHV��QDWLRQDO� LQFRPH�DQG�HFRQRPLF�JURZWK�LQ
$IULFD
��:RUOG�'HYHORSPHQW��������������

:RRG�� $�� DQG� .�� %HUJH� ������� 
([SRUWLQJ� PDQXIDFWXUHV�� +XPDQ� UHVRXUFHV�� QDWXUDO
UHVRXUFHV�DQG�WUDGH�SROLF\
��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV������������

:RUOG�%DQN��������:RUOG�'HYHORSPHQW�5HSRUW�������2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�



��

:RUOG� %DQN� ������� :RUOG� 'HYHORSPHQW� 5HSRUW� ������ 'HYHORSPHQW� DQG� WKH
(QYLURQPHQW��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

:RUOG�%DQN��������7KH�(DVW�$VLDQ�0LUDFOH��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

:RUOG�%DQN��������:RUOG�'HYHORSPHQW�5HSRUW�������2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

:RUOG� %DQN� ������� ([SDQGLQJ� WKH� 0HDVXUH� RI� :HDOWK�� (QYLURQPHQWDOO\� 6XVWDLQDEOH
'HYHORSPHQW�6WXGLHV�DQG�0RQRJUDSK�6HULHV�����:DVKLQJWRQ�'&��:RUOG�%DQN�

:RUOG� %DQN� �����D�� 
(VWLPDWLQJ� QDWLRQDO� ZHDOWK�� 0HWKRGRORJ\� DQG� UHVXOWV
�
(QYLURQPHQW�'HSDUWPHQW�3DSHUV������:DVKLQJWRQ�'&��:RUOG�%DQN�

:RUOG�%DQN�������E��
7KH�FKDOOHQJH�RI�JOREDOL]DWLRQ�IRU�$IULFD
��SDSHU�SUHSDUHG�IRU�WKH
'DNDU�/HDGHUV
�)RUXP��:DVKLQJWRQ�'&��:RUOG�%DQN�

:ULJKW��*�� ������� 
7KH� RULJLQV� RI� $PHULFDQ� LQGXVWULDO� VXFFHVV� ���������
��$PHULFDQ
(FRQRPLF�5HYLHZ�������������

<RXQJ��$�� ������� 
7KH� W\UDQQ\�RI�QXPEHUV��&RQIURQWLQJ� WKH� VWDWLVWLFDO� UHDOLWLHV� RI� WKH
(DVW�$VLDQ�JURZWK�H[SHULHQFH
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��������������




