
Give to AgEcon Search

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search.

Help ensure our sustainability.

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their 
employer(s) is intended or implied.

https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/


W
orking Papers N

o. 146

February 1998

Privatization in the Countries of
Eastern and Central Europe and
of the Former Soviet Union

Pekka Sutela



3ULYDWL]DWLRQ�LQ�WKH�&RXQWULHV�RI
(DVWHUQ�DQG�&HQWUDO�(XURSH�DQG

RI�WKH�)RUPHU�6RYLHW�8QLRQ

3HNND�6XWHOD

3URIHVVRU�RI�(FRQRPLFV�RI�7UDQVLWLRQ��8QLYHUVLW\�RI
+HOVLQNL��DQG�$GYLVRU�WR�WKH�%RDUG�RI�WKH�%DQN�RI�)LQODQG

)HEUXDU\�����

7KLV�VWXG\�KDV�EHHQ�SUHSDUHG�ZLWKLQ�WKH�818�:,'(5�SURMHFW�RQ�7UDQVLWLRQ
6WUDWHJLHV�� $OWHUQDWLYHV� DQG� 2XWFRPHV�� ZKLFK� LV� FR�GLUHFWHG� E\� 3URIHVVRU
*LRYDQQL�$QGUHD�&RUQLD�DQG�3URIHVVRU�9ODGLPLU�3RSRY�



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
0DULD�GH�/RXUGHV�3LQWDVLOJR��&KDLUSHUVRQ
*HRUJH�9DVVLOLRX��9LFH�&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\�/RUUDLQH�7HOIHU�7DLYDLQHQ�DW�818�:,'(5
3ULQWHG�DW�3LNDSDLQR�3DDWHODLQHQ�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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����6DOH�WR�RXWVLGH�RZQHUV ��
����5HVWLWXWLRQ ��
����0DQDJHPHQW�DQG�HPSOR\HH�EX\RXWV ��
����0DVV�SULYDWL]DWLRQ ��
����7KH�SHFXOLDU�5XVVLDQ�FDVH ��
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7DEOH�� 7UDGH�RIIV�DPRQJ�SULYDWL]DWLRQ�URXWHV�IRU�ODUJH�FRPSDQLHV ���

7DEOH�� 0HWKRGV�RI�SULYDWL]DWLRQ�IRU�PHGLXP�DQG�ODUJH�VL]HG
HQWHUSULVHV�LQ�VHYHQ�WUDQVLWLRQ�HFRQRPLHV��SHUFHQWDJHV
RI�WRWDO��HQG������ ��

7DEOH�� 'LUHFW�SULYDWL]DWLRQ�LQFRPH�LQ�WKH�&]HFK�5HSXEOLF�
+XQJDU\��3RODQG��(VWRQLD�DQG�/LWKXDQLD�LQ�������� ��

7DEOH�� 0DMRULW\�RZQHUV�RI�SULYDWH�VHFWRU�FRUSRUDWLRQV�LQ�5XVVLD�
�����DQG�������SHU�FHQW� ��

7DEOH�� 2ZQHUVKLS�RI�5XVVLDQ�HQWHUSULVHV�����������SHU�FHQW�RI
VKDUHV ��
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7KH� DXWKRU� JUDWHIXOO\� DFNQRZOHGJHV� WKH� UHVHDUFK� DVVLVWDQFH� RI� 0U� 3DQX
.DOPL��DQG�WKH�FRPPHQWV�RI�WKH�SDUWLFLSDQWV�DW�WKH�SURMHFW�PHHWLQJV�KHOG�LQ
+HOVLQNL�LQ�1RYHPEHU������DQG�0D\������

3HNND�6XWHOD
+HOVLQNL��)HEUXDU\�����



YL

$%675$&7

,Q�WUDQVLWLRQ�HFRQRPLFV��SULYDWL]DWLRQ�VHHPV�WR�KDYH�WZR�EDVLF�PRWLYDWLRQV�
VHSDUDWLRQ�RI�SROLWLFV�IURP�WKH�HFRQRP\��DQG�EHWWHU�FRUSRUDWH�JRYHUQDQFH�
:KLOH� GLIIHUHQW� FRXQWULHV� KDYH� HPSKDVL]HG� VXFK� PRWLYDWLRQV� WR� YDU\LQJ
GHJUHHV�� LW� LV� FOHDU� WKDW� QRQH� RI� WKH� SULYDWL]DWLRQ� PHWKRGV� FKRVHQ� LV
LQGLVSXWDEO\�WKH�EHVW��$OVR�� LW�KDV�SURYHG�LPSRVVLEOH�WR�SODQ�SULYDWL]DWLRQ
LQ� WKH� VHQVH� WKDW� WKH� HPHUJLQJ� GLVWULEXWLRQ� RI� SURSHUW\� ULJKWV� KDV� EHHQ
YLUWXDOO\� DOZD\V� GLIIHUHQW� IURP� WKH� RQH� WKDW� WKH� DXWKRULWLHV� VHHP� WR� KDYH
KDG�LQ�PLQG��(YLGHQFH�RI�WKH�FRPSDUDWLYH�SURGXFWLYLW\�LPSDFW�RI�GLIIHUHQW
SULYDWL]DWLRQ�SDWKV�LV�VWLOO�WRR�IUHVK�WR�DOORZ�IRU�D�ILQDO�DVVHVVPHQW��1HLWKHU
GR�ZH�NQRZ�ZKHWKHU�WKH�WUDQVLWLRQ�HFRQRPLHV�KDYH�EHHQ�EDVLFDOO\�ORFNHG
LQWR�WKHLU�QRZ�H[LVWLQJ�SURSHUW\�DUUDQJHPHQWV�RU�ZKHWKHU�HIILFLHQW�PDUNHWV
IRU�SURSHUW\�WLWOH�ZLOO�OHDG�WR�D�PRUH�RSWLPDO�GLVWULEXWLRQ�RI�VXFK�ULJKWV�




$QG� QDWXUDOO\�� FXUUHQW� VWDWH� FDSLWDOLVP� LV� QRW� RI� P\� OLNLQJ�� EXW� LW� LV
VRPHWKLQJ� GLIIHUHQW� IURP� WKH� SUHYLRXV� VRFLDOLVW� V\VWHP
�� <HJRU� *DLGDU
�6HJRGQ\D�����2FWREHU������


7KH� JRDO� RI� SULYDWL]DWLRQ� ZDV� WR� VHYHU� WKH� GHSHQGHQF\� EHWZHHQ
HQWHUSULVH�PDQDJHUV�DQG�SROLWLFLDQV��EXW�WKH�WLH�SURYHG�PRUH�GXUDEOH�WKDQ
PDQ\�REVHUYHUV�KDG�EHOLHYHG�RU�KRSHG
��-RVHSK�%ODVL��%ODVL�HW�DO�������
���

, ,1752'8&7,21

6RPH�������HQWHUSULVHV�ZHUH�SULYDWL]HG�LQ�WKH�QRQ�WUDQVLWLRQ�HFRQRPLHV�RI
WKH�ZRUOG�EHWZHHQ������DQG�������,Q�FRQWUDVW��PRUH�WKDQ��������ODUJH��DQG
PHGLXP�VL]HG� ILUPV� ZHUH� GLYHVWHG� LQ� WKH� WUDQVLWLRQ� FRXQWULHV� RI� &HQWUDO
DQG�(DVWHUQ�(XURSH�DQG�WKH�IRUPHU�6RYLHW�8QLRQ�E\�WKH�HQG�RI�������0RUH
KDYH�EHHQ�SULYDWL]HG�VLQFH��)XUWKHUPRUH��VHYHUDO�KXQGUHGV�RI�WKRXVDQGV�RI
VPDOO� EXVLQHVVHV� KDYH� DOVR� EHHQ� SULYDWL]HG�� 7KHUH� KDV� DOVR� EHHQ� DQ
H[SORVLYH�JURZWK�LQ�QHZ�SULYDWH�DFWLYLWLHV��2YHUDOO��DQ�
LQFUHGLEO\�ODUJH�DQG
UDSLG�VKLIW�RI�RZQHUVKLS�KDV�WDNHQ�SODFH�LQ�WKLV�UHJLRQ
��1HOOLV�������

6WLOO��SULYDWL]DWLRQ� LV�QRW�FRPSOHWH��3RVW�VRFLDOLVW�FRXQWULHV�TXLWH� W\SLFDOO\
VWLOO� KDYH� D� TXDUWHU� RU� D� WKLUG� RI� WKH� LQGXVWU\� VWLOO� LQ� SXEOLF� RZQHUVKLS�
3ULYDWL]DWLRQ� RI� DJULFXOWXUH� KDV� XVXDOO\� QRW� SURJUHVVHG� LQ� FRXQWULHV� ZHUH
FROOHFWLYL]DWLRQ� WRRN� SODFH� PRUH� WKDQ� D� JHQHUDWLRQ� DJR�� 2QO\� D� IHZ
FRXQWULHV�KDYH�SULYDWL]HG�D�VL]HDEOH�SDUW�RI�WKH�LQIUDVWUXFWXUH��$QG�LQ�PDQ\
FDVHV� JRYHUQPHQWV� VWLOO� PDLQWDLQ� VLJQLILFDQW� SHUFHQWDJHV� RI� VKDUHV� LQ
SULYDWL]HG�HQWHUSULVHV��,Q�VRPH�FDVHV��WKHVH�EORFNV�ZLOO�EH�SULYDWL]HG�ODWHU
RQ��,Q�RWKHUV��JRYHUQPHQWV�ZDQW�WR�PDLQWDLQ�WKHLU�LQIOXHQFH�SHUPDQHQWO\�

,Q� HFRQRPLFV�� SULYDWL]DWLRQ� ZDV� WUDGLWLRQDOO\� DQDO\VHG� DV� D� PDWWHU� RI
VRPHZKDW�PDUJLQDO�DGMXVWPHQW�ZLWKLQ�WKH�IUDPHZRUN�RI�D�JHQHUDOO\�ZHOO�
IXQFWLRQLQJ� PDUNHW� HFRQRP\��� $� SUDJPDWLF� FRQVHQVXV� HYROYHG�
SULYDWL]DWLRQ� LV� QHLWKHU� QHFHVVDU\� QRU� VXIILFLHQW� IRU� HIILFLHQF\� EXW� RIWHQ
FRQWULEXWHV�WRZDUGV�LW�HVSHFLDOO\�E\�IDFLOLWDWLQJ�FRPSHWLWLRQ�LQ�WKH�DFWLYLWLHV
LQYROYHG�� ,Q� WKH� SURFHVV� RI� SRVW�VRFLDOLVW� WUDQVIRUPDWLRQ�� WKH� VFKRODUO\
HPSKDVLV� VKLIWHG�� ,W� KDV� EHHQ� RIWHQ� DUJXHG� WKDW� SULYDWL]DWLRQ� LQ� WKH
������������������������������������������
��%DVLF�DQDO\VHV�RI�SULYDWL]DWLRQ�LQ�PDUNHW�HFRQRPLHV�LQFOXGH�%RV���������9LFNHUV�DQG
<DUURZ��������������DQG�IRU�WKH�GHYHORSLQJ�FRXQWULHV��%XUHDXFUDWV��������



WUDQVLWLRQ� IURP�SODQ� WR�PDUNHW� LV� VRPHKRZ�PRUH� IXQGDPHQWDO� WKDQ� MXVW� D
UHGHILQLWLRQ�RI�VHOHFWHG�SURSHUW\�ULJKWV��,W�LV�VHHQ�DV�D�FUXFLDO�SDUW��HYHQ�DV
WKH�HVVHQFH��RI�FUHDWLQJ�WKH�ZLGHU�IUDPHZRUN�IRU�WKH�PDUNHW�PHFKDQLVP��

+LVWRULFDOO\�RULHQWHG�DQDO\VWV�ZLOO�GHEDWH�ZKHWKHU�SULYDWL]DWLRQ�ZDV�LQ�WKH
WUDQVIRUPLQJ� FRXQWULHV� DGYRFDWHG� IRU� WKH� ULJKW� UHDVRQV� RU� QRW�� 7KH� IDFW
UHPDLQV� WKDW� SULYDWL]DWLRQ� KDV� LQ� SUDFWLFH� EHHQ� VHHQ� DV� EHLQJ� QHFHVVDU\�
WKRXJK� QRW� VXIILFLHQW� IRU� WKH� WUDQVLWLRQ�� )RU� WKLV� SDSHU�� LW� LV� VXIILFLHQW� WR
GLVWLQJXLVK�EHWZHHQ�WZR�LQWHUFRQQHFWHG�EXW�GLIIHUHQW�XQGHUO\LQJ�HFRQRPLF
UHDVRQV� IRU� SULYDWL]DWLRQ� LQ� WUDQVLWLRQ�� 7KH� ILUVW� RQH� LV� VHSDUDWLRQ� RI
SROLWLFDO� DQG� HFRQRPLF�GHFLVLRQ�PDNLQJ�� DQG� WKH� VHFRQG� LPSURYHPHQW� RI
FRUSRUDWH�JRYHUQDQFH�

7KRXJK� VRPH�GLVDJUHHPHQW� VWLOO� UHPDLQV�� D� VWURQJ�FDVH� FDQ�EH�PDGH� WKDW
VRFLDOLVW� HFRQRPLHV�SURYHG� LQHIILFLHQW�EHFDXVH�RI� WKH�EDVLF�0DU[LDQ�JRDO
RI�HQGLQJ�WKH�VHSDUDWLRQ�EHWZHHQ�WKH�HFRQRPLF�DQG�SROLWLFDO�VSKHUHV��7KLV
VSOLW�VRFLHW\�V\QGURPH���6PLWK¶V�QHHG�IRU�WKH�LQYLVLEOH�KDQG���ZDV�ULJKWO\
GLDJQRVHG� DV� D� IHDWXUH� RI� WKH� ERXUJHRLV� VRFLHW\� GLIIHUHQWLDWLQJ� LW� IURP
HDUOLHU� VRFLDO� V\VWHPV�� 7KH� JRDO� IRU� WKH� DLPHG�DW� IXWXUH� VRFLHW\� ZDV� WR
UHJDLQ� D� V\VWHP� ZHUH� KXPDQ� OLIHVSKHUHV� ZRXOG� DJDLQ� EHFRPH� RQH�
XQDOLHQDWHG�IURP�RQH�DQRWKHU��0DQ�VKRXOG�EHFRPH�WKH�PDVWHU�RI�KLV� OLIH�
7KH�DOLHQ�ODZV�RI� WKH�HFRQRP\�VKRXOG�EH�VXEVWLWXWHG�E\�FRQVFLRXV�DFWLRQ
MRLQWO\�FR�RUGLQDWHG��,Q�SUDFWLFH��WKH�VSOLW�LQ�WKH�VRFLDO�RUJDQLVP�ZDV�WR�EH
UHPHGLHG�HLWKHU�E\�LQWURGXFLQJ�VRPHWKLQJ�FKDUDFWHUL]HG�DV�VRFLDO�SURSHUW\
�� LQ� <XJRVODYLD� �� RU� SURSHUW\� SULPDULO\� E\� WKH� VWDWH� DQG� VHFRQGDULO\� E\
RWKHU� SROLWLFDO� LQVWLWXWLRQV�� 7KH� SHUKDSV� SDUWO\� XQLQWHQGHG� EXW� FHUWDLQO\
GHYDVWDWLQJ� FRQVHTXHQFH�ZDV� WKDW� DOO� WRR�PDQ\� HFRQRPLF� GHFLVLRQV�ZHUH
PDGH�RQ�SROLWLFDO�JURXQGV��3RVW�VRFLDOLVW�SULYDWL]DWLRQ�FDQ��LQ�WKLV�YLHZ��EH
VHHQ�DV�D�UHWXUQ�WR�D�VSOLW�VRFLHW\��ZKHUH�PRVW�HFRQRPLF�GHFLVLRQV�VKRXOG
EH�PDGH� RQ� WKH� HFRQRPLF� JURXQGV� RI�PD[LPL]LQJ� H[SHFWHG� DVVHW� YDOXHV�
)LUPV�VKRXOG�QRW�EH�GHSHQGHQW�RQ�WKH�VWDWH��WKH�VWDWH�VKRXOG�KDYH�UHGXFHG
LQIOXHQFH� RQ� ILUPV�� WKH� HFRQRP\� VKRXOG� EH� GHSROLWLFL]HG� �)U\GPDQ� DQG
5DSD]F\QVNL��������%R\FNR��6KOHLIHU�DQG�9LVKQ\��������

������������������������������������������
��/LWHUDWXUH� RQ� SRVW�VRFLDOLVW� SULYDWL]DWLRQ� ILOOV� OLEUDULHV�� )RU� LQIOXHQWLDO� HDUO\� DQDO\VHV
VHH��DPRQJ�RWKHUV��%ORPPHVWHLQ� DQG�0DUUHVH� ��������%RUHQV]WHLQ� DQG�.XPDU� �������
*HOE� DQG� *UD\� ������� DQG� /LSWRQ� DQG� 6DFKV� �������� 2YHUYLHZV� LQFOXGH� %RUQVWHLQ
��������������(VWULQ� ��������:RUOG�%DQN� ��������'HVDL� ��������*UD\� ��������/DYLJQH
��������*URV�DQG�6WHLQKHUU���������2(&'��������DQG�PDQ\�RWKHUV�



,Q�WKLV�YLHZ��SULYDWL]DWLRQ�LV�VHHQ�DV�WKH�RQO\�FUHGLEOH�ZD\�RI�GRLQJ�DZD\
ZLWK� WKH� VRIW� EXGJHW� FRQVWUDLQW� E\� FXWWLQJ� WKH� SDWULDUFKDO� XPELOLFDO� FRUG
EHWZHHQ�SURGXFWLRQ�XQLWV� DQG� WKH� VWDWH�� 3ULYDWL]DWLRQ� LV�� WKXV�� EDVLFDOO\� D
FUHGLELOLW\�FUHDWLQJ�PHFKDQLVP��E\�SULYDWL]LQJ��WKH�VWDWH�SUHFRPPLWV� LWVHOI
LQ�D�KRSHIXOO\�FUHGLEOH�ZD\�WR�FRQVLVWHQW�ZLWKGUDZDO�IURP�WKH�HFRQRP\��

,I�WKLV�EDVLV�IRU�SULYDWL]DWLRQ�LV�VHHQ�DV�WKH�IXQGDPHQWDO�RQH��WKH�VSHHG�DQG
ZLGWK�RI�SULYDWL]DWLRQ�WHQGV�WR�EHFRPH�WKH�EDVLF�JRDO��7KH�DFWXDO�PHWKRGV
RI�SULYDWL]DWLRQ�DUH�WKHQ�RI�OHVV�LPSRUWDQFH�WKDQ�WKH�JRDO�RI�VHSDUDWLQJ�WKH
VWDWH� DQG� WKH� HFRQRP\��� *HWWLQJ� WKH� VWDWH� RXW� LV� SULPDU\�� ZKR� WKH� QHZ
RZQHUV�DUH�LV�VHFRQGDU\��2IWHQ��WKLV�DWWLWXGH�LV�FRPSOHPHQWHG�ZLWK�D�WUXVW
LQ� WKH�&RDVH�7KHRUHP�� WKH�YLHZ� WKDW� WKH�RULJLQDO�GLVWULEXWLRQ�RI� �SULYDWH�
SURSHUW\� ULJKWV� GRHV� QRW� UHDOO\� PDWWHU� DV� VRRQ� DV� VHFRQGDU\� PDUNHWV� LQ
SURSHUW\�WLWOHV�DUH�IXQFWLRQDO��7KH\�ZLOO�OHDG�WR�DQ�HIILFLHQW�GLVWULEXWLRQ�RI
SURSHUW\�ULJKWV��

$QRWKHU�YLHZ�DOVR�H[LVWV��2Q�WKLV�LQWHUSUHWDWLRQ��SULYDWL]DWLRQ�LV�EDVLFDOO\�D
PHWKRG�RI� LPSURYLQJ�FRUSRUDWH�JRYHUQDQFH�� ,Q� DFWXDO� VRFLDOLVP��SURSHUW\
ULJKWV�ZHUH� EDGO\� GHILQHG�� 
7KH� VWDWH
� LV� DQ� HQWLW\� WKDW� KDUGO\� H[LVWV�� DQG
GLIIHUHQW�JURXSV�RI�SHRSOH�KDG�DW�OHDVW�VRPH�VXFK�VWDNH�LQ�SURGXFWLYH�XQLWV
WKDW� FDQ�EH� VHHQ� DV� DPRXQWLQJ� WR� GH� IDFWR� LI� QRW�GH� MXUH� SURSHUW\� ULJKWV�
$PRQJ� WKHP� DUH� WKH� SROLWLFDO� GHFLVLRQ� PDNHUV�� WKH� SODQQHUV�� LQGXVWULDO
PLQLVWULHV�� UHJLRQDO� DQG� ORFDO� DXWKRULWLHV�� PDQDJHUV� DQG� WKH� ZRUN� IRUFH�
:LWK� XQFOHDU� SURSHUW\� ULJKWV� �� VRPHWLPHV� GXEEHG� 
QRERG\¶V� SURSHUW\
� LQ
VRFLDOLVW� UHIRUP� HFRQRPLFV� �� LQFHQWLYHV� RI� HFRQRPLF� DJHQWV� ZHUH� DOVR
XQFOHDU�� 7KH� SUDFWLFH� RI� VRFLDOLVW� HFRQRPLF� UHIRUPV� KDG� QRW� IRXQG� D
FUHGLEOH� DQG�ZRUNDEOH�ZD\� RI� UHGHILQLQJ� VRFLDOLVW� SURSHUW\� ULJKWV� VR� WKDW
WKH�SUHFRQGLWLRQV�RI�HIILFLHQW�FRUSRUDWH�JRYHUQDQFH�ZRXOG�KDYH�HPHUJHG�
%\���������WKH�ZLOOLQJQHVV�WR�ULVN�IXUWKHU�VRFLDOLVW�H[SHULPHQWV�QR�ORQJHU
H[LVWHG�LQ�&HQWUDO�DQG�(DVWHUQ�(XURSH��7KHQFH�WUDQVLWLRQ�DQG�SULYDWL]DWLRQ�

������������������������������������������
��)RU�D�WKHRUHWLFDO�DQDO\VLV�DORQJ�WKHVH�OLQHV�VHH�5LHFKPDQQ��������

�� $V� WZR� &]HFK� HFRQRPLVWV� H[SODLQ�� 
���� WKH� XQGHUO\LQJ� SKLORVRSK\� RI� WKH� &]HFK
SULYDWL]DWLRQ�SURJUDP��LV�� WKDW�DQ\��RWKHU��RZQHU�LV�EHWWHU� WKDQ� WKH�VWDWH��(YHQ� LI�VRPH
HQWHUSULVHV� UHPDLQ� ZLWKRXW� HIIHFWLYH� RZQHUV� IRU� VRPH� WLPH�� WKH� LPSOLFDWLRQV� IRU
PDQDJHULDO� EDKDYLRU� DUH�QRW�QHFHVVDULO\�ZRUVH� WKDQ� LI� WKH� HQWHUSULVH� UHPDLQHG� LQ� VWDWH
RZQHUVKLS�
�-RVKXD�&KDUDS�DQG�$OHQD�=HPSOLQHURYD�DV�FLWHG�LQ�%RUQVWHLQ������������

��&RDVH���������IRU�D�FULWLFDO�DQDO\VLV�VHH�6WLJOLW]��������



&RPSDUHG�ZLWK� WKH� ILUVW� IXQGDPHQWDO� UHDVRQ� IRU�SULYDWL]DWLRQ�� WKH� VHFRQG
RQH�ZLOO�SUREDEO\�OHDG�WR�JUHDWHU�DWWHQWLRQ�WR�WKH�PHWKRGV�DQG�VFKHGXOHV�RI
SULYDWL]DWLRQ��7KRXJK� DQ\� SULYDWH� SURSHUW\� LV� LQ� SULQFLSOH� HTXDOO\� GLVWDQW
IURP�WKH�VWDWH��GLIIHUHQW�VHWV�RI�SULYDWH�SURSHUW\�ULJKWV�FOHDUO\�GLIIHU�LQ�WKHLU
SRWHQWLDO�IRU�HIILFLHQW�FRUSRUDWH�JRYHUQDQFH�

7KHVH� IXQGDPHQWDO� HFRQRPLF� UHDVRQV� IRU� SULYDWL]DWLRQ� LQ� WUDQVLWLRQ� DUH
FOHDUO\�LQWHUFRQQHFWHG��2WKHU�SRVVLEOH�UDWLRQDOHV�IRU�SULYDWL]DWLRQ�KDYH�DOVR
EHHQ�GLVFXVVHG��6RPH�RI�WKHP�DUH�EDVLFDOO\�DUJXPHQWV�IRU�SURFHHGLQJ�IDVW
ZLWK� SULYDWL]DWLRQ�� WKH� QHHG� WR� FRPSHQVDWH� WKH� SRSXODWLRQ� IRU� GHFOLQLQJ
LQFRPH�DQG� LQFUHDVLQJ�XQFHUWDLQW\�� WKH�ZLVK� WR�PRS�XS�SDUW� RI�PRQHWDU\
RYHUKDQJ��WKH�QHHG�WR�SUHYHQW�DVVHW�WKHIW�E\�PDQDJHUV�DQG�RWKHUV��DQG�WKH
ZLVK� WR� IUHH� WKH� VWDWH� IURP� VXFK� WDVNV� DV� DVVHW� PDLQWHQDQFH� DQG� FRQWURO
ZKLFK�LW�VLPSO\�FDQQRW�SHUIRUP��2WKHU�UHDVRQV�DUH�EDVHG�RQ�WKH�HFRQRPLF
SDUWLFXODULWLHV�RI� WKH�FRXQWULHV�FRQFHUQHG�� WKH�QHHG�IRU�EXGJHW� UHYHQXH�RU
UHVRXUFHV�IRU�VHUYLFLQJ�IRUHLJQ�GHEW�DUH�DPRQJ�WKHP��$QG�ILQDOO\��WKHUH�DUH
TXLWH�REYLRXV�LGHRORJLFDO�DQG�SROLWLFDO�UHDVRQV��DQG�LVVXHV�RI�MXVWLFH�KDYH
EHHQ� DOVR� RIWHQ� FLWHG�� LQ� SDUWLFXODU� FRQFHUQLQJ� VRPH� RI� WKH� QRQ�VWDQGDUG
SULYDWL]DWLRQ� PHWKRGV�� 7KXV�� UHVWLWXWLRQ� RI� SURSHUW\� WR� SUH�VRFLDOL]DWLRQ
RZQHUV�PD\��LQGHSHQGHQWO\�RI�DQ\�HFRQRPLF�FRQVLGHUDWLRQV��EH�UHJDUGHG�D
PDWWHU�RI�ELQGLQJ�SRVLWLYH�IDLUQHVV��$�SDVW�ZURQJ�GRLQJ�VKRXOG�LQ�WKLV�YLHZ
EH�DOOHYLDWHG�WKURXJK�SULYDWL]DWLRQ��$W�WKH�VDPH�WLPH�D�KLVWRULFDO�FRQWLQXLW\
LV� HPSKDVL]HG��2U� UHVWLWXWLRQ�PD\� DOVR� EH� UHJDUGHG� D�PDWWHU� RI� QHJDWLYH
MXVWLFH��D�ZD\�RI�SUHYHQWLQJ�IXWXUH�ZURQJ�GRLQJV�E\�OLPLWLQJ�SULYDWL]DWLRQ
SDUWLFLSDWLRQ�WR�WKRVH�UHVLGHQWV�WKDW�DUH�QRW�LPSRUWV�RI�WKH�VRFLDOLVW�UHJLPH�

2YHUDOO�� WKH� WZR� IXQGDPHQWDO� FRQVLGHUDWLRQV� IRU� SULYDWL]DWLRQ� ZHUH
SUREDEO\�RI�JUHDWHU�LPSRUWDQFH�LQ�FKRRVLQJ�EHWZHHQ�GLIIHUHQW�SULYDWL]DWLRQ
PHWKRGV�WKDQ�GHFLGLQJ�ZKHWKHU�WR�SULYDWL]H�RU�QRW�

$Q�HFRQRP\�GRPLQDWHG�E\�WKH�SULYDWH�VHFWRU�FDQ�FRPH�LQWR�EHLQJ�LQ� WZR
ZD\V��7KH�ILUVW�RQH�LV�SULYDWL]DWLRQ�RI�SUHYLRXVO\�H[LVWLQJ�VWDWH��RU�VRFLDOO\�
KHOG�SURGXFWLRQ�IDFLOLWLHV��7KDW�LV�WKH�WRSLF�RI�WKLV�SDSHU��7KH�VHFRQG�SDWK
WR� D� SULYDWHO\�GRPLQDWHG� HFRQRP\� JRHV� YLD� QHZO\� FUHDWHG� SULYDWH
HQWHUSULVHV�� HVSHFLDOO\�EXW�QRW�RQO\� LQ�SUHYLRXVO\� UHSUHVVHG� DFWLYLWLHV� OLNH
PDQ\� VHUYLFHV�� 7KH� ODWWHU� SDWK� LV� DW� OHDVW� DV� LPSRUWDQW� DV� SULYDWL]DWLRQ�
*LYHQ� WKH� QHHG� IRU� VWUXFWXUDO� DGMXVWPHQW� DQG� VHQLOH� LQGXVWU\
FRQVLGHUDWLRQV�� QHZ� SULYDWH� HQWHUSULVH� PD\� SURYH� PRUH� LPSRUWDQW� IRU
HFRQRPLF�JURZWK�WKDQ�DQ\WKLQJ�WKDW�WDNHV�SODFH�LQ�LQKHULWHG�IDFLOLWLHV��7KLV
G\QDPLVP�LV�DOVR�GHSHQGHQW�RQ�VWDWH�VHFWRU�DGMXVWPHQW��QRW�OHDVW�RI�DOO�GXH



WR� WKH� QHHG� IRU� UHVRXUFH� PRELOLW\� WR� WKH� JURZWK� VHFWRUV�� ,QGHHG�� PDQ\
VHHPLQJO\�DE�QRYR�HQWHUSULVHV�DUH�DFWXDOO\�PRUH�RU�OHVV� OHJDO�VSLQ�RIIV�RI
VWDWH�RZQHG� HQWHUSULVHV�� 7KLV� SDSHU� GRHV� QRW� GLVFXVV� QHZ� SULYDWH� VHFWRU
GHYHORSPHQW��LPSRUWDQW�DV�LW�LV�

1HLWKHU� GRHV� WKLV� SDSHU� GLVFXVV� WKH� QHFHVVDU\� DQG� DFWXDO� DGMXVWPHQW� RI
UHPDLQLQJ�SXEOLF� VHFWRU� HQWHUSULVHV��6HYHUDO� H[DPSOHV� �HVSHFLDOO\� EXW� QRW
RQO\� IURP�3RODQG�� VKRZ� WKDW� FKDQJH� LQ� HQYLURQPHQW� DQG� LQFHQWLYHV� GRHV
KDYH�DQ�LPSDFW�RQ�WKH�EHKDYLRXU�RI�VWDWH�RZQHG�HQWHUSULVHV��7KH�VWURQJHU
WKH� VWDWH� DQG� WKH� PRUH� FDSDEOH� LWV� DGPLQLVWUDWLRQ�� WKH� EHWWHU� DUH� WKH
SRVVLELOLWLHV�IRU�VWDWH�OHG�HQWHUSULVH�DGMXVWPHQW��1HLWKHU� LV�VWDWH�FDSDELOLW\
DQ� H[RJHQRXV� YDULDEOH� �� EXW� GLVFXVVLQJ� WKDW� LV� RXWVLGH� WKH� VFRSH� RI� WKLV
SDSHU�

7KH�UHVW�RI�WKH�SDSHU�LV�GLYLGHG�LQWR�FKDSWHUV��7KH�VHFRQG�FKDSWHU�RXWOLQHV
WKH�RSSRUWXQLW\�FRVWV�RI�GLIIHUHQW�SULYDWL]DWLRQ�PHWKRGV��7KHUH�LV�QR�XQLTXH
RSWLPDO�SULYDWL]DWLRQ�PHWKRG��DQG�H[LVWLQJ�DOWHUQDWLYHV�WRJHWKHU�ZLWK�LQLWLDO
FRQGLWLRQV� DQG� SROLWLFDO� IDFWRUV� H[SODLQ� ZK\� HDFK� FRXQWU\� FKRVH� WKH
SDUWLFXODU�PL[� RI� SULYDWL]DWLRQ� SDWKV� WKDW�ZDV� DGRSWHG�� 7KH� WKLUG� FKDSWHU
RIIHUV� DQ� RYHUYLHZ� RI� SULYDWL]DWLRQ� H[SHULHQFH� LQ� &HQWUDO� DQG� (DVWHUQ
(XURSH� DQG� WKH� FRXQWULHV� RI� WKH� IRUPHU� 6RYLHW� 8QLRQ�� 7R� GHFUHDVH� WKH
QXPEHU�RI� FDVHV� WR�EH�FRYHUHG�� WKH�HPSKDVLV� LV�RQ� WKH�&]HFK�5HSXEOLF��
+XQJDU\��3RODQG��(VWRQLD��/LWKXDQLD�DQG�5XVVLD��7KH�IRXUWK�FKDSWHU�SRLQWV
RXW� VRPH� RI� WKH� GLYHUJHQFLHV� EHWZHHQ� DFWXDO� SULYDWL]DWLRQ� RXWFRPHV� DQG
LQLWLDO� SODQV� LQ� GLIIHUHQW� FRXQWULHV� WR� GUDZ� D� PRUH� JHQHUDO� FRQFOXVLRQ�
SULYDWL]DWLRQ�FRXOG�QRW�EH�SODQQHG� LQ�GHWDLO��7KH�ILIWK�FKDSWHU�DVNV��XVLQJ
WKH�5XVVLDQ�H[DPSOH��ZKHWKHU�LQLWLDO�RXWFRPHV�FDQ�LQ�DOO�FDVHV�EH�H[SHFWHG
WR�EH�WKH�VWDUWLQJ�SRLQW�RI�DQ�HYROXWLRQDU\�SURFHVV�OHDGLQJ�RYHU�WLPH�WR�DQ
HIILFLHQW� GLVWULEXWLRQ� RI� SURSHUW\� WLWOHV�� &KDSWHU� VL[�� ILQDOO\�� RIIHUV� VRPH
WHQWDWLYH�FRQFOXVLRQV�

������������������������������������������
�� ,Q� DGGLWLRQ� WR� YDULRXV� RYHUYLHZV� DQG� FRXQWU\� VWXGLHV�� SDUWLFXODUO\� E\� LQWHUQDWLRQDO
RUJDQL]DWLRQV� OLNH� WKH� ,0)�� WKH� :RUOG� %DQN�� WKH� (%5'� DQG� WKH� 2(&'�� WKH� ULFK
SULYDWL]DWLRQ� OLWHUDWXUH� FRQFHUQLQJ� HDFK� RI� WKH� FRXQWULHV� KDV� EHHQ� FRQVXOWHG�� ,W� LV� WRR
QXPHURXV� WR� EH� HQXPHUDWHG� LQ� WRWDO�� 6HYHUDO� FRXQWU\� VWXGLHV� DUH� FROOHFWHG� LQ� (VWULQ
������� DQG� LQ� )U\GPDQ�� 5DSD]F\QVNL� DQG� (DUOH� HW� DO�� �����DE��� &HQWUDO� DGGLWLRQDO
UHIHUHQFHV�LQFOXGH�IRU�WKH�&]HFK�FDVH��.RWUED�DQG�6YHMQDU���������)RU�+XQJDU\��9RV]ND
�������� IRU� 3RODQG�� *RPXOND� DQG� -DVLQVNL� ������� DQG� .DOPL� �������� IRU� 5XVVLD�
%RUQVWHLQ� ��������/DLQHOD� DQG�6XWHOD� ��������%R\FNR� HW� DO� �������� )RU�(VWRQLD�� 3XUMX
�������DQG�IRU�/LWKXDQLD��0DOGHLNLV��������



7KURXJK� WKH�DUWLFOH�� WKH�HPSKDVLV� LV�RQ� WKH�SULYDWL]DWLRQ�RI�PHGLXP��DQG
ODUJH�VFDOH�VWDWH�RZQHG�LQGXVWULDO�HQWHUSULVHV��7KH�VPDOO�VFDOH�SULYDWL]DWLRQ
RI� UHWDLO� WUDGH�� VHUYLFH� HVWDEOLVKPHQWV� DQG� ZRUNVKRSV� LV� D� UHODWLYHO\
VWUDLJKWIRUZDUG�PDWWHU�� DV� FDSLWDO� QHHGV� DUH� VPDOO�� HQWU\� WR�PDUNHWV� RIWHQ
HDV\�� DQG� WKH� SURVSHFW� RI� EHWWHU� FKRLFH� DQG� TXDOLW\� WR� FRQVXPHUV
LPPHGLDWH�� 7KH� QHHG� IRU� UHVWUXFWXULQJ� DQG� QHZ� HQWU\� GLIIHUHG� DFURVV
FRXQWULHV��DV�GLG�WKH�GHJUHH�RI�SUHIHUHQFH�JLYHQ�WR�LQVLGHUV�LQ�SULYDWL]DWLRQ�
%XW� RYHUDOO�� VPDOO� VFDOH� SULYDWL]DWLRQ� KDV� EHHQ� ERWK� HDV\�� SRSXODU� DQG
EHQHILFLDO�

)DUP�SULYDWL]DWLRQ�LV�ERWK�PRUH�FRPSOH[�DQG�YDU\LQJ�DFURVV�FRXQWULHV��,Q
3RODQG�� PRVW� DJULFXOWXUH� ZDV� QHYHU� FROOHFWLYL]HG�� ZKLOH� LQ� PRVW� RI� WKH
IRUPHU� 6RYLHW�8QLRQ� FROOHFWLYL]HG� DJULFXOWXUH� VWLOO� UHPDLQV�� WKRXJK� RIWHQ
XQGHU� D� GLIIHUHQW� OHJDO� ODEHO�� 7KH� FRXQWU\VLGH� LV� RIWHQ� YHU\� UHVLVWDQW� WR
FKDQJH�� SHUKDSV� EHFDXVH� WKH� ROG� UHJLPH� ZDV� LQ� VSLWH� RI� ORZ� OLYLQJ
VWDQGDUGV� RIWHQ� OHQLHQW� UHODWLYH� WR� DYDLODEOH� UHVRXUFHV�� 6WLOO�� D� PDUNHW� LQ
ODQG�ZRXOG�EH�D�KLJK�SULRULW\�IURP�WKH�SRLQWV�RI�YLHZ�RI�UHVRXUFH�WUDQVIHU�
EXVLQHVV� HQWU\� DQG� WKH� XVH� RI� FROODWHUDO�� 7KLV� LV� WUXH� RI� FRPPHUFLDO� UHDO
HVWDWH�DQG�KRXVLQJ�DV�ZHOO��1RQH�RI� WKH� WUDQVLWLRQ�FRXQWULHV� VHHPV�\HW� WR
KDYH� D� V\VWHPDWLF� SURJUDPPH� RI� SULYDWL]LQJ� FRPPHUFLDO� UHDO� HVWDWH�� 7KH
VLWXDWLRQ� FRQFHUQLQJ� KRXVLQJ� SULYDWL]DWLRQ� YDULHV� DFURVV� FRXQWULHV�� %DQN
SULYDWL]DWLRQ� KDV� SHFXOLDULWLHV� DOVR� QRW� GLVFXVVHG� KHUH� �VHH� .RUPRQGL� 	
6Q\GHU��������

,, 75$'(�2))6�,1�7+(�&+2,&(�2)�35,9$7,=$7,21
0(7+2'6

7KH� FXUUHQW� RUWKRGR[\� RQ� SRVW�VRFLDOLVW� SULYDWL]DWLRQ� LV� RIIHUHG� E\� WKH
:RUOG�'HYHORSPHQW�5HSRUW����������������7KH�:RUOG�%DQN�FRQFOXGHV�WKDW
SULYDWL]LQJ� PHGLXP� DQG� ODUJH� VFDOH� HQWHUSULVHV� KDV� SURYHG� PXFK� PRUH
GLIILFXOW� WKDQ� RULJLQDOO\� WKRXJKW�� 7KH� JRDOV� RI� SULYDWL]DWLRQ� PD\� EH
FRPSOH[�DQG�DUH�RIWHQ�FRQIOLFWLQJ��'H�IDFWR�SURSHUW\�ULJKWV�DUH�FODLPHG�E\
D� QXPEHU� RI� VWDNHKROGHUV� ZKR� KDYH� WR� EH� VDWLVILHG�� $V� D� OHQJWK\� RU
SRVWSRQHG� SULYDWL]DWLRQ� SURFHVV� DV� VXFK� FUHDWHV� XQFHUWDLQW\� �� DQG� PD\
WULJJHU� RII� SURILW� VKLIWLQJ�� WD[� HYDVLRQ� DQG� DVVHW� ORRWLQJ� �� VSHHG\
SULYDWL]DWLRQ� LV� WR� EH� SUHIHUUHG�� HVSHFLDOO\� ZKHQ� VWDWH� FDSDELOLW\� LV
LQVXIILFLHQW� IRU� FRQWUROOLQJ� LQFXPEHQW� PDQDJHUV� DQG� DOVR� IRU� SRVVLEO\
UHVWUXFWXULQJ� VWDWH�RZQHG� DVVHWV�� %XW� IDVW� DQG� ZLGH� SULYDWL]DWLRQ� LV
DGPLQLVWUDWLYHO\� GHPDQGLQJ�� HVSHFLDOO\� ZKHUH� PDWXUH� FDSLWDO� PDUNHWV� GR



QRW� H[LVW� DQG� D� FHQWUDO� UROH� RI� IRUHLJQ� LQYHVWRUV� LV� UHVHQWHG�� 7KH� 5HSRUW
FRQFOXGHV� WKDW� DSSURDFKHV� WR� SULYDWL]DWLRQ� KDYH� DERXQGHG� DQG� HDFK
DSSURDFK�KDV�FUHDWHG�WUDGH�RIIV�DPRQJ�YDULRXV�JRDOV��7DEOH���LV�EDVHG�RQ
7DEOH�����LQ�WKH�5HSRUW��7KLV�WDEOH�LV�D�JHQHUDOL]DWLRQ�RI�WKH�H[SHULHQFH�RI
WKH�SDVW�IHZ�\HDUV��EXW�IXQGDPHQWDOO\�LWV�MXGJHPHQW�LV�ZHOO�LQ�OLQH�ZLWK�WKH
D�SULRUL�VSHFXODWLRQV�RI�\HDUV���������

TABLE 1. TRADE-OFFS AMONG PRIVATIZATION ROUTES FOR LARGE
COMPANIES

       Objective

Method

Better
corporate

governance

Speed and
feasibility

Better
access to

capital and
skills

More
government

revenue

Greater
fairness

Sale to
outsiders

+ - + + -

MEBO - + - ? -

Equal-access
vouchers

? + ? - +

Spontaneous
privatization

? ? - - -

Russia - + - - -

Restitution - ? - - ?

Source: World Bank (1996) World Development Report: From Plan to Market –
author’s adaptation of Table 3.1.

7KH�:RUOG�%DQN�GLVWLQJXLVKHV�EHWZHHQ�WKUHH�PDMRU�SULYDWL]DWLRQ�PHWKRGV�
7KHUH� KDYH� EHHQ� GLUHFW� VDOHV� RI� YDULRXV� W\SHV�� HLWKHU� E\� QHJRWLDWHG� WUDGH
VDOHV��DV�LQ�+XQJDU\���RU�E\�EXQFKLQJ�FRPSDQLHV�LQ�D�WHQGHU��DV�LQ�(VWRQLD
DQG�/DWYLD���RU�E\�D�SXEOLF�RIIHULQJ�IRU�VKDUHV��DV�LQ�3RODQG���6HFRQG��WKHUH
KDYH� EHHQ�PDQDJHPHQW� EX\RXWV� �0%2�� DQG� PDQDJHPHQW� DQG� HPSOR\HH
EX\RXWV� �0(%2��� 7KLV� PD\� WDNH� SODFH� LQ� DQ� RSHQ� FRPSHWLWLRQ� �DV� LQ
&]HFKRVORYDNLD� DQG� (VWRQLD��� ZLWKRXW� FRPSHWLWLRQ� �DV� LQ� 5XVVLD� XQGHU
:RUOG� %DQN� LQWHUSUHWDWLRQ�� RU� ZLWK� SULYLOHJHV� RIIHUHG� WR� LQVLGHUV� �DV� LQ
/DWYLD��� )LQDOO\�� WKHUH� KDYH� EHHQ� HTXDO� DFFHVV� YRXFKHU� SULYDWL]DWLRQV�
ZKHUH�WKH�SXEOLF�LV�GLVWULEXWHG�IUHH�RU�DW�D�ORZ�SULFH�YRXFKHUV�WKDW�FDQ�EH
H[FKDQJHG� IRU� VKDUHV� LQ� HQWHUSULVHV� RU� LQYHVWPHQW� FRPSDQLHV� �DV� LQ
&]HFKRVORYDNLD���7KLV�PHWKRG�LV�RIWHQ�FDOOHG�PDVV�SULYDWL]DWLRQ�

7DEOH���GLIIHUV�IURP�WKH�5HSRUW
V�WDEOH�LQ�D�IHZ�UHVSHFWV��)LUVW�� WKH�:RUOG
%DQN� UHJDUGV� 5XVVLDQ� LQVLGHU� SULYDWL]DWLRQ� DV� D� IRUP� RI�0(%2�� 7KLV� LV
FRQWURYHUVLDO�� 7UXH�� LQ� 5XVVLD� PRVW� SULYDWL]HG� DVVHWV� GLG� HQG� XS� EHLQJ



RZQHG� E\� HQWHUSULVH� LQVLGHUV�� $V� WKH� WUDQVIHU� ZDV� IRU� SUDFWLFDO� SXUSRVHV
IUHH�RI�FKDUJH��WKH�5XVVLDQ�FDVH�KRZHYHU�GLIIHUV�IURP�D�W\SLFDO�0(%2��,Q
7DEOH���LW�LV�UHJDUGHG�D�VSHFLDO�FDVH��VFRULQJ�IRXU�PLQXVHV�DQG�RQO\�D�VLQJOH
SOXV�RQ�VSHHG�DQG�IHDVLELOLW\�

7KH�:RUOG�%DQN�WDEOH�DOVR�ODFNV�UHVWLWXWLRQ�RI�DVVHWV�WR�IRUPHU�RZQHUV�DV�D
SULYDWL]DWLRQ� PHWKRG�� 7KDW� KDV� EHHQ� DGGHG� WR� 7DEOH� ��� ,W� FOHDUO\� VFRUHV
PLQXVHV�LQ�DOO�FROXPQV�ZLWK�WKH�SRVVLEOH�H[FHSWLRQV�RI�TXHVWLRQ�PDUNV�LQ
WKH�VHFRQG� �VSHHG�DQG� IHDVLELOLW\��DQG� ILIWK� �JUHDWHU� IDLUQHVV��FROXPQV�� ,Q
VRPH�NLQGV�RI�SURSHUW\��UHVWLWXWLRQ�KDV�FOHDUO\�EHHQ�IHDVLEOH��,W�ZRXOG�RQO\
KDYH� EHHQ� VSHHG\� LI� XQDPELJXRXV� UHVWLWXWLRQ� FODLPV� FRXOG� KDYH� EHHQ
EDFNHG�XS�ZLWK�XQDPELJXRXV�SURSHUW\�UHJLVWULHV��7KLV�ZDV�QHYHU�WKH�FDVH�

6RPH�RI�WKH�WUDGH�RII�DVVHVVPHQWV�JLYHQ�LQ�WKH�WDEOH�DUH�QDWXUDOO\�RSHQ�WR
GHEDWH��7KLV�LV�QRWRULRXVO\�VR�RI�WKH�ILIWK�FROXPQ��JUHDWHU�IDLUQHVV��GXH�WR
WKH�LQWULQVLF� LPSRVVLELOLW\�RI�UHDFKLQJ�DJUHHPHQW�RQ�ZKDW� LV�IDLU��/DUJHO\�
KRZHYHU��WKH�DVVHVVPHQW�RQ�IDLUQHVV�LQ�7DEOH���IROORZV�WKDW�RI� WKH�:RUOG
%DQN�WDEOH��WKRXJK�D�0(%2�PLJKW�ZHOO�EH�JLYHQ�DW�OHDVW�D�TXHVWLRQ�PDUN
KHUH��&RQFHUQLQJ�0(%2��WKH�:RUOG�%DQN�PLQXV�LQ�WKH�IRXUWK�FROXPQ�KDV
EHHQ� FKDQJHG� WR� D� TXHVWLRQ� PDUN�� $� SURSHU� 0(%2� PLJKW�� DIWHU� DOO�
FRQWULEXWH�WRZDUGV�JRYHUQPHQW�UHYHQXH��DW�OHDVW�ZKHQ�FUHGLWV�DUH�DYDLODEOH
HLWKHU�LQ�WKH�PDUNHW�RU�IURP�WKH�VWDWH�

7KHVH�DQG�SRVVLEO\�RWKHU� FRQVLGHUDWLRQV�QRWZLWKVWDQGLQJ��7DEOH� �� VKRXOG
GULYH� KRPH� WZR� EDVLF� PHVVDJHV�� )LUVW�� VHYHUDO� SULYDWL]DWLRQ�PHWKRGV� DUH
REYLRXVO\�DYDLODEOH��6HFRQG�� WKH�FKRLFH�EHWZHHQ�WKH�DYDLODEOH�PHWKRGV� LV
FRPSOLFDWHG�E\�WKH�IDFW�WKDW�QRQH�DUH�XQDPELJXRXVO\�EHWWHU�WKDQ�WKH�RWKHUV�
6DOH�WR�RXWVLGH�RZQHUV�VFRUHV�WKH�ODUJHVW�QXPEHU�RI�SOXVHV��EXW�LW�DOVR�KDV
WZR�VHULRXV�PLQXVHV��0(%2�KDV�RQO\�RQH�SOXV��EXW� WKDW�PD\�EH�D�FUXFLDO
RQH� XQGHU� VRPH� FLUFXPVWDQFHV�� (TXDO�DFFHVV� YRXFKHU� SULYDWL]DWLRQ� GRHV
QRW�EULQJ�JRYHUQPHQW�UHYHQXH��EXW� LV� UHJDUGHG�DV� IDLU�DQG�IDVW��7KH�RWKHU
SURSHUWLHV�RI�WKLV�SUHYLRXVO\�XQWHVWHG�PHWKRG�DUH�RSHQ�WR�GRXEW��DQG�HYHQ
VSHHG� PLJKW� EH� TXHVWLRQHG�� GHSHQGLQJ� RQ� WKH� UHTXLUHPHQWV� VHW� XSRQ
YRXFKHU� SULYDWL]DWLRQ�� 6SRQWDQHRXV� SULYDWL]DWLRQ� VHHPLQJO\� KDV� OLWWOH� WR
UHFRPPHQG�LWVHOI�

7D[RQRPLHV�RI�SULYDWL]DWLRQ�PHWKRGV�FDQ�EH�VSHFLILHG�IXUWKHU��7KXV��(VWULQ
DQG� 6WRQH� ������� DVVHVV� WKH� PDVV� SULYDWL]DWLRQ� SURJUDPPHV� RI� QLQHWHHQ
WUDQVLWLRQ�FRXQWULHV�XVLQJ�IRXU�FULWHULD�



� $UH�VKDUHV�LVVXHG�LQ�ZDYHV�RU�FRQWLQXRXVO\"
� $UH�YRXFKHUV�XVHG�EHDUHU�RU�UHJLVWHUHG��WUDGDEOH�RU�QRQWUDGDEOH"
� :KDW�LV�WKH�DWWLWXGH�DGRSWHG�WRZDUGV�SULYDWH�LQYHVWPHQW�IXQGV"
� ,V�WKH�IXQG¶V�PDQDJHPHQW�LQ�LQGHSHQGHQW�FRPSDQLHV�RU�VHOI�PDQDJHG"

7KH\� GHULYH� ILYH� PRGHOV� RI� PDVV� SULYDWL]DWLRQ�� WKH� 5XVVLDQ�� $UPHQLDQ�
/LWKXDQLDQ��&]HFK�6ORYDN�DQG�WKH�3ROLVK�

,,, 7+(�&+2,&(�2)�35,9$7,=$7,21�0(7+2'6

7KLV� VHFWLRQ� GHVFULEHV� WKH� FKRLFH� RI� SULYDWL]DWLRQ� PHWKRGV� LQ� GLIIHUHQW
FRXQWULHV� RI� &HQWUDO� DQG� (DVWHUQ� (XURSH�� 7DEOH� �� �UHSURGXFHG� ZLWK� WKH
GHOHWLRQ�RI�GDWD�IRU�0RQJROLD�IURP�WKH�:RUOG�'HYHORSPHQW�5HSRUW��)URP
3ODQ�WR�0DUNHW��������RXWOLQHV�WKH�UHODWLYH�ZHLJKW�RI�GLIIHUHQW�PHWKRGV�LQ
VL[�VHOHFWHG�FRXQWULHV�DV�RI�WKH�HQG�RI������

1DWXUDOO\��QRW�DOO�WKH�LQIRUPDWLRQ�LQ�WKH�WDEOH�LV�EH\RQG�GRXEW��$V�SRLQWHG
RXW�� FODVVLILFDWLRQ� RI� SULYDWL]DWLRQ� PHWKRGV� FDQ� EH� WULFN\�� ,Q� VRPH
FRXQWULHV�� /LWKXDQLD� LQ� SDUWLFXODU�� UHOHYDQW� LQIRUPDWLRQ� LV� HLWKHU� WRWDOO\
PLVVLQJ�RU� ODFNLQJ� LQ� WUXVWZRUWKLQHVV��7KXV�� D� NQRZOHGJHDEOH�/LWKXDQLDQ
DQDO\VW��0RUNXQDLWH�������FLWHV�XQVSHFLILHG�RIILFLDO� LQIRUPDWLRQ�FODLPLQJ
WKDW�WKH�VKDUH�RI�YRXFKHU�SULYDWL]DWLRQ�ZDV�DFWXDOO\�RQO\����DQG�QRW������
SHU� FHQW� RI� DOO� VWDWH�RZQHG� DVVHWV�� %X\�RXWV� DQG� RWKHU�PHWKRGV� DFFRXQW�
DFFRUGLQJ� WR� WKLV� LQIRUPDWLRQ�� IRU� ������ SHU� FHQW� RI� DVVHWV�� 7KLV� ZRXOG
OHDYH������SHU�FHQW�RI�DVVHWV�VWLOO�LQ�VWDWH�KDQGV��6XFK�ILJXUHV�GLIIHU�FOHDUO\
IURP�WKH�RQHV�JLYHQ�LQ�WDEOH���

1HLWKHU�FDQ� WKH� WDEOH�EH�XVHG�DV�DQ� LQGH[�RI� WKH� UHODWLYH�VL]H�RI� WKH�VWDWH
VHFWRU�� ,W� RQO\� SXUSRUWV� WR� VKRZ�ZKLFK� SDUW� RI� WKH� QXPEHU� DQG� YDOXH� RI
IRUPHU�VWDWH�DVVHWV�KDYH�EHHQ�SULYDWL]HG�DQG�KRZ��%XW�DV�ZLOO�EH�GLVFXVVHG
EHORZ�� WKH� GLVWLQFWLRQ� EHWZHHQ� SXEOLF� DQG� SULYDWH� VSKHUHV� PD\� EH
LPSRVVLEOH� WR� GUDZ� H[DFWO\�� DV� FURVV� RZQHUVKLS� LV� IUHTXHQW� LQ� PDQ\
FRXQWULHV��$QG�ZKHQ�RQH�DVNV��IRU�LQVWDQFH�5XVVLDQV��LQ�ZKLFK�VHFWRU�WKH\
ZRUN� WKH�DQVZHU� LV� VXUSULVLQJ��7KH�FRPELQHG�VWDWH� VHFWRU�� LQFOXGLQJ�ERWK
WKH�EXGJHWDU\�DQG�VWDWH�HQWHUSULVH�VSKHUHV��VWLOO�DFFRXQWHG�LQ�$SULO������IRU
WKH�PDMRULW\�RI�5XVVLDQ�HPSOR\PHQW��D�WRWDO�RI������SHU�FHQW��2QO\������SHU
FHQW�UHSRUW�WKDW�WKH\�ZRUN�LQ�SULYDWL]HG�HQWLWLHV��DQG�D�PHUH������SHU�FHQW�LQ
WKH� QHZ� SULYDWH� VHFWRU� �(DUOH� DQG� 5RVH�� ����DE���0HDQZKLOH� WKH�:RUOG
%DQN�UHSRUWV� WKDW�5XVVLDQ�SULYDWH�VHFWRU�SURGXFHG�LQ���������SHU�FHQW�RI



WKH�*'3�LQ�WKH�FRXQWU\��:RUOG�%DQN������������1DWXUDOO\����SHU�FHQW�RI
HPSOR\HHV�PD\�SURGXFH� ��� SHU� FHQW� RI�*'3�� EXW� LW� LV� DOVR� SRVVLEOH� WKDW
HPSOR\HHV�UHDOO\�GR�QRW�NQRZ� WKH�SURSHUW\�DUUDQJHPHQWV�RI� WKHLU� MREV�� ,I
VR�� ZH� KDYH� DGGLWLRQDO� LQGLUHFW� HYLGHQFH� RQ� WKH� ODFN� RI� UHVWUXFWXULQJ� LQ
SULYDWL]HG�5XVVLDQ�LQGXVWU\�

TABLE 2. METHODS OF PRIVATIZATION FOR MEDIUM AND LARGE SIZED
ENTERPRISES IN SEVEN TRANSITION ECONOMIES (PERCENTAGES OF

TOTAL, END 1995)

Country Sales to
outsiders

MEBO Equal-
access

vouchers

Restitution Other Still in state
hands

Czech Rep.

 by number 32 0 22 9 28 10

 by value 5 0 50 2 3 40

Estonia

 by number 64 30 0 0 33 22

 by value 60 12 3 10 0 15

Hungary

 by number 38 7 0 0 33 22

 by value 40 2 0 4 12 42

Lithuania

 by number <1 5 70 0 0 25

 by value <1 5 55 0 0 35

Poland

 by number 3 14 6 0 23 54

Russia

 by number 0 0 11 0 55 34

Source: World Bank (1996) World Development Report: From Plan to Market –
author’s adaptation of Table 3.2.

Note: Russian privatization regarded MEBO by the World Bank has been here
reclassified as 'other'.

����6DOH�WR�RXWVLGH�RZQHUV

6DOH� WR� RXWVLGHUV�ZDV� RIWHQ� UHJDUGHG� DV� WKH� QDWXUDO� SULYDWL]DWLRQ�PHWKRG
GXULQJ� WKH�HDUO\�SHULRG�RI� WUDQVLWLRQ� �%ROWRQ�DQG�5RODQG��������3UHYLRXV
SULYDWL]DWLRQ�H[SHULHQFH�IURP�VXFK�FRXQWULHV�DV�%ULWDLQ�DQG�&KLOH�VHUYHG�DV
D�PRGHO� DQG� WHFKQLFDO� DGYLFH�ZDV� HDVLO\� DYDLODEOH�� HYHQ� LI� DW� D� FRVW� WKDW



VRPHWLPHV�SURYHG�WR�EH�KLJK��,Q�IDFW��DOO�WKH�FRXQWULHV�FKRVHQ�IRU�DQDO\VLV
KHUH�XVHG�VDOH� WR�RXWVLGH�RZQHUV� WR�VRPH�GHJUHH�� WKRXJK� WKDW�ZDV�DOPRVW
QHJOLJLEOH� LQ� /LWKXDQLD� DQG� TXLWH� VPDOO� LQ� 3RODQG�� 5XVVLD�� ZKLFK� VFRUHV
]HUR� RQ� WKLV� SULYDWL]DWLRQ�PHWKRG� LQ� 7DEOH� ��� HPEDUNHG� LQ� ����� XSRQ� D
ORDQV�IRU�VKDUHV�SURJUDPPH�WR�EH�GLVFXVVHG�EHORZ��,W�VKRXOG�EH�VHHQ�DV�D
IRUP�RI�VDOH�WR�RXWVLGH�RZQHUV��%XW�WKH�RYHUDOO�H[SHULHQFH�KDV�EHHQ�UDWKHU
PRUH�PRGHVW� WKDQ�H[SHFWHG��7KRXJK�FRUSRUDWH�JRYHUQDQFH�KDV� LPSURYHG�
WKLV�KDV�EHHQ�D�VORZ��GLIILFXOW�DQG�FRVWO\�PHWKRG�

7KH�REMHFWLYHV�RI�VDOH�WR�RXWVLGH�RZQHUV��DV�HQXPHUDWHG�LQ�7DEOH����LQFOXGH
EHWWHU� FRUSRUDWH� JRYHUQDQFH�� EHWWHU� DFFHVV� WR� FDSLWDO� DQG� VNLOOV� DQG�PRUH
JRYHUQPHQW�UHYHQXH��2Q�WKH�RWKHU�KDQG�WKLV�PHWKRG�VFRUHV�QHJDWLYHO\�RQ
VSHHG� DQG� IHDVLELOLW\� DV�ZHOO� DV� RQ� JUHDWHU� IDLUQHVV�� 7KH� DELOLW\� WR� UHDFK
WKHVH� DQG� RWKHU� REMHFWLYHV� DOVR� GHSHQGV� RQ� WKH� PHWKRG� RI� VDOH� FKRVHQ�
LQLWLDO� SXEOLF� RIIHULQJV�� DXFWLRQV�� SXEOLF� WHQGHUV� DQG� GLUHFW� QHJRWLDWLRQV
ZLWK�EX\HUV�DUH�DPRQJ�WKH�DOWHUQDWLYHV�

,W� LV�JHQHUDOO\�DVVXPHG� WKDW� VDOH� WR� RXWVLGH�RZQHUV� LV� JRRG� IRU� FRUSRUDWH
JRYHUQDQFH� IRU� WZR�PDLQ� UHDVRQV��+DYLQJ�XVHG�RZQ� UHVRXUFHV� WR� DFTXLUH
DVVHWV�� RZQHUV� VKRXOG� EH� PRWLYDWHG� WR� XVH� UHVRXUFHV� DQG� WR� PRQLWRU
PDQDJHUV� HIILFLHQWO\�� ([FHVVLYH� RZQHUVKLS� GLVSHUVLRQ� FRXOG� EH� HDVLO\
DYRLGHG��7KH�H[SHULHQFH�VR�IDU�FOHDUO\�WHQGV�WR�VXSSRUW�WKHVH�FRQFOXVLRQV�

6DOH� WR� RXWVLGH� RZQHUV� PD\� EH� VORZ� RU� XQIHDVLEOH� IRU� VHYHUDO� UHDVRQV�
3URVSHFWLYH� GRPHVWLF� EX\HUV�PLJKW� QRW� KDYH� VXIILFLHQW� FDSLWDO�� HVSHFLDOO\
DIWHU�KLJK�LQIODWLRQ�UHOHDVHG�E\�SULFH�OLEHUDOL]DWLRQ��RU�DQ\�DYDLODEOH�FDSLWDO
PLJKW� KDYH� EHHQ� DFFXPXODWHG� WKURXJK� DFWLYLWLHV� GLVDSSURYHG� RI� E\� WKH
DXWKRULWLHV�RU� WKH�JHQHUDO�SXEOLF��)LQDQFH�IRU�SRWHQWLDO�EX\HUV�PD\�QRW�EH
DYDLODEOH� IURP� XQGHUGHYHORSHG� RU� QRQ�H[LVWLQJ� FDSLWDO� PDUNHWV�� )RUHLJQ
LQYHVWRUV�PD\�QRW�EH�DYDLODEOH��WKH\�PD\�EH�GXELRXV��RU�WKHLU�UROH�PD\�EH
ZRUULVRPH� LQ�YLHZ�RI� H[LVWLQJ�QDWLRQDOLVW� IHHOLQJV��1HOOLV� ������� RIIHUV� D
URXJK� HVWLPDWH� WKDW� IURP� ��� WR� ��� SHU� FHQW� RI� DOO� HQWHUSULVHV� XS� IRU
SULYDWL]DWLRQ� LQ� WUDQVLWLRQ�HFRQRPLHV�ZLOO�SURYH�DWWUDFWLYH� WR�PRQLHG�FRUH
LQYHVWRUV�� 7KH� DSSURSULDWH� SULFH� RI� DVVHWV� LV� GLIILFXOW� WR� DVVHVV� DV� WKH
SURGXFWLYH�HVWDEOLVKPHQWV�LQ�TXHVWLRQ�KDYH�QR�SURSHU�PDUNHW�YDOXDWLRQ�DQG
XQFHUWDLQW\�RQ�IXWXUH�SURILW�IORZ�LV�KLJK��7KH�VWDWH�PD\�ZDQW�WR�LQFUHDVH�LWV
UHYHQXH�E\�SULRU�UHVWUXFWXULQJ�RI�SODQWV��ZKLFK�VORZV�GRZQ�VDOHV�DQG�PD\
HYHQ� SUHYHQW� WKHP� IRU� D� ORQJ� WLPH� IRU� ODFN� RI� PRQH\� DQG� H[SHUWLVH� IRU
UHVWUXFWXULQJ�� ([LVWLQJ� SURSHUW\� ULJKWV� DUH� XQFOHDU� EHFDXVH� RI� QXPHURXV
VWDNHKROGHUV�� DQG� WKH\� QHHG� WR� EH� FODULILHG� DQG� VWDNHKROGHUV� VDWLVILHG



EHIRUH� VDOHV� FDQ� SURFHHG�� 6WDNHKROGHU� SULYLOHJHV� PD\� RQ� WKH� RWKHU� KDQG
VFDUH� RXWVLGH� LQYHVWRUV�� 7KLV� LV� DOVR� WUXH� LQ� YLHZ� RI� WKH� LPSOLFLW
HPSOR\PHQW��HQYLURQPHQWDO��VRFLDO�DVVHW�RU�ORFDO�DFWLYLW\�OLDELOLWLHV�WKDW�WKH
SODQWV� WR� EH� SULYDWL]HG� PD\� KDYH�� DQG� ZKLFK� PD\� RULJLQDOO\� FRPH� DV� D
VXUSULVH� SDUWLFXODUO\� WR� IRUHLJQ� LQYHVWRUV�� 6DOH� KHOSV� WR� FUHDWH� EXW� DOVR
QHFHVVLWDWHV�WKH�H[LVWHQFH�RI�VXFK�PDUNHWV�DQG�ILQDQFLDO�VHUYLFHV�WKDW�ZHUH
QRW�SUHYLRXVO\�DYDLODEOH�

2Q�WKH�RWKHU�KDQG��VDOH�WR�RXWVLGHUV�VKRXOG�JLYH�EHWWHU�DFFHVV�WR�FDSLWDO�DQG
SURYHQ� VNLOOV�� HVSHFLDOO\� ZKHQ� VDOH� LV� WR� IRUHLJQ� EX\HUV� ZKR� PLJKW� DOVR
EULQJ�WHFKQRORJLHV�DQG�PDUNHW�DFFHVV�ZLWK�WKHP��7KH�ILVFDO�LPSDFW�RI�VXFK
SULYDWL]DWLRQ� LV� GHSHQGHQW� RQ� SULFHV� DGRSWHG�� ,Q� SUDFWLFH�� GLUHFW
SULYDWL]DWLRQ� LQFRPH� LQ� WKH� &]HFK� 5HSXEOLF�� +XQJDU\�� 3RODQG�� (VWRQLDQ
DQG�/LWKXDQLD�LQ���������ZDV�LQVLJQLILFDQW�RU�VPDOO��7DEOH����

TABLE 3. DIRECT PRIVATIZATION INCOME IN THE CZECH REPUBLIC,
HUNGARY, POLAND, ESTONIA AND LITHUANIA IN 1991-95 (A = PER CENT

OF GDP, B = PER CENT OF BUDGET REVENUE)

1991 1992 1993 1994 1995

Czech Rep. A 3.29 2.64 3.22 n.a.

B 6.95 5.30 6.61 n.a.

Hungary A 1.22 2.30 3.80 0.74 n.a.

B 2.35 4.12 7.10 1.43 n.a.

Poland A 0.20 0.40 0.50 0.80 1.17

B 0.80 1.50 1.70 2.50 3.20

Estonia A n.a. n.a. 0.40 0.40 0.50

B n.a. n.a. 1.50 1.60 0.80

Lithuania A n.a. n.a. n.a. 0.50 0.30

B n.a. n.a. n.a. 1.80 1.10

Source: for the Central European countries, Antczak (1995); for the Baltic countries,
Niina Pautola, Unit for Eastern European Economies, Bank of Finland.

,Q� WKH� &]HFK� 5HSXEOLF�� VDOH� WR� RXWVLGHUV� KDV� QRW� EHHQ� WKH� PDMRU
SULYDWL]DWLRQ�PHWKRG��DV�LW�RQO\�DFFRXQWHG�IRU���SHU�FHQW�RI�SULYDWL]DWLRQ�E\
YDOXH� DOWKRXJK� DV�PXFK� DV� ��� SHU� FHQW� E\� QXPEHU�� 7KHUH�ZDV� QR�PDMRU
EXGJHW�EDODQFH�SUREOHP��DQG�WKH�FRXQWU\�LQKHULWHG�DOPRVW�QR�IRUHLJQ�GHEW
WR� EH� VHUYLFHG�� ,Q� DGGLWLRQ�� WKHUH� ZDV� D� ZLGHO\�VKDUHG� KLVWRULFDOO\� EDVHG
FDXWLRXVQHVV�RI�DOORZLQJ�PDMRU�IRUHLJQ�RZQHUVKLS�LQ�WKH�FRXQWU\��%HFDXVH
RI�JHRJUDSKLFDO�ORFDWLRQ�DQG�KLVWRULFDO�WUDGLWLRQ�VXFK�LQIORZ�PLJKW�DFWXDOO\
KDYH� EHHQ� IRUWKFRPLQJ�� 7KHVH� UHDVRQV� FRQWULEXWHG� WR� WKH� VHOHFWLRQ� RI
YRXFKHU� SULYDWL]DWLRQ� DV� WKH� PDMRU� SULYDWL]DWLRQ� PHWKRG�� %HFDXVH� RI� WKH



ODFN� RI� VRFLDOLVW� UHIRUPV� LQ� WKH� FRXQWU\�� QRQ�VWDWH� VWDNHKROGHUV� RQO\� KDG
YHU\� OLPLWHG� GH� IDFWR� SURSHUW\� ULJKWV� WR� EH� FRPSHQVDWHG�� 7KLV� DOVR
IDFLOLWDWHG� WKH� FKRLFH� RI� PDVV� SULYDWL]DWLRQ� �)U\GPDQ� DQG� 5DSDF]\QVNL
������

$JDLQVW�WKLV�EDFNJURXQG��LW�LV�VRPHZKDW�VXUSULVLQJ�WKDW�&]HFK�SULYDWL]DWLRQ
UHYHQXH�KDV�EHHQ�UHODWLYHO\�WKH�ODUJHVW�LQ�&HQWUDO�(XURSH��,W�LV�QRW�GLUHFWO\
EXGJHW�UHYHQXH��EXW�IORZV�WR�WKH�1DWLRQDO�3URSHUW\�)XQG��ZKLFK�XVHV�SDUW
RI�WKH�UHYHQXH�IRU�LQYHVWPHQW��,URQLFDOO\��WKH�IDFW�RI�YRXFKHU�SULYDWL]DWLRQ
PD\�DFWXDOO\�KDYH�LQGLUHFWO\�LQFUHDVHG�ILVFDO�UHYHQXH�IURP�SULYDWL]DWLRQ�E\
VDOHV� LQ� IRXU� ZD\V� �$QWF]DN� ������� 7KH� ZLGH� GLVSHUVLRQ� RI� YRXFKHU�
DFTXLUHG� VKDUHV� FUHDWHV� WKH� QHHG� DQG� SRVVLELOLW\� IRU� FRQWUROOLQJ� ELGV�
YRXFKHU� SULYDWL]DWLRQ� ZDV� VHUYLFHG� E\� D� ODUJH� DPRXQW� RI� LQYHVWPHQW�
UHOHYDQW� FRPSDQ\�OHYHO� LQIRUPDWLRQ�� WKH� GHYHORSPHQW� RI� VHFRQGDU\
PDUNHWV� WKURXJK� YRXFKHU� SULYDWL]DWLRQ� HQKDQFHV� VKDUH� SULFHV� DQG� WKXV
SULYDWL]DWLRQ� UHYHQXH�� DQG� YRXFKHU� SULYDWL]DWLRQ� FUHDWHG� DQ� HQFRXUDJLQJ
LUUHYHUVLELOLW\�RI�V\VWHPLF�FKDQJH�

6DOH�WR�RXWVLGHUV�KDV�EHHQ�WKH�PDMRU�SULYDWL]DWLRQ�PHWKRG�LQ�+XQJDU\��WKH
RQO\� GHYHORSHG� SRVW�VRFLDOLVW� FRXQWU\� ZLWKRXW� D� PDVV� SULYDWL]DWLRQ
SURJUDPPH��$OUHDG\� LQ� WKH� ODWH� ����
V��PDQDJHUV�ZHUH� DEOH� WR� FRQVWUXFW
ZHEV� RI� LQWHUORFNLQJ� FRPSDQ\� RZQHUVKLS� RIWHQ� FRPELQLQJ� SXEOLF� DQG
SULYDWH�SDUWLHV��,Q�PDQ\�FDVHV��DFWXDO�RZQHUVKLS�EHFDPH��DQG�VWLOO�UHPDLQV�
QRQWUDQVSDUHQW�� 1HJRWLDWLQJ� SURFHGXUHV� FKRVHQ� E\� WKH� DXWKRULWLHV
FRQWULEXWHG� WR� WKH� ODFN� RI� WUDQVSDUHQF\� �2(&'�� ����E��� ,Q� ������ ����
ILUPV� ZHUH� WUDQVIHUUHG� WR� WKH� 6WDWH� 3URSHUW\� $JHQF\�� DQG� WKH� SHULRG� RI
IRUPDO�SULYDWL]DWLRQ�IROORZHG��,Q�ILYH�\HDUV�����������+XQJDU\�ZDV�DEOH�WR
WUDQVIHU� RQO\� DERXW� RQH�WKLUG� RI� LWV� VWDWH�RZQHG� DVVHWV� WR� SULYDWH� KDQGV
WKURXJK� IRUPDO� VDOHV� SURJUDPPHV� �3LVWRU� DQG� 7XUNHZLW]�� ������� 7KH
EDQNUXSWF\�RU� OLTXLGDWLRQ�RI� ILUPV� WRJHWKHU�ZLWK� WUDQVIHU�RI�FRPSDQLHV� WR
RWKHU�VWDWH�DJHQFLHV�ZHUH�DFWXDOO\�PRUH�LPSRUWDQW�LQ�VKHGGLQJ�WKH�3URSHUW\
$JHQF\�SRUWIROLR��([WHQVLYH�GLUHFW�DQG�LQGLUHFW�VWDWH�RZQHUVKLS�UHPDLQHG�
WKRXJK�WKDW�KDV�UHFHQWO\�GLPLQLVKHG�ZLWK�LQIUDVWUXFWXUH�SULYDWL]DWLRQ��6WLOO�
WKH�+XQJDULDQ� IXVLRQ�RI� VWDWH�DQG�SULYDWH�RZQHUVKLS�KDV� UDLVHG�TXHVWLRQV
DERXW� 
WKH� ORJLF� DQG� LPSOLFLW� FRPPLWPHQWV� RI� WKHVH� KROGLQJV
� �2(&'�
����E��������7KH�JRYHUQPHQW�KDV�UHSHDWHGO\�VDYHG�HQWHUSULVHV�LQ�ILQDQFLDO
GLVWUHVV��7KH�JRDO�RI�ILQDQFLDO�GLVFLSOLQH�KDV�WKXV�EHHQ�XQGHUPLQHG�

6HHQ� DJDLQVW� WKH� GHILFLW� SUREOHPV� RI� WKH� FRXQWU\�� WKH� DPRXQW� RI� ILVFDO
UHYHQXH�IURP�SULYDWL]DWLRQ�KDV�EHHQ�TXLWH�PRGHVW��,Q�������KRZHYHU��GXH



WR� ODUJH�VFDOH� LQIUDVWUXFWXUH�SULYDWL]DWLRQ�� UHYHQXH� URVH� WR�����SHU� FHQW�RI
*'3�� $VVHW� VDOHV� KDYH� EHHQ� UHODWLYHO\� EHWWHU� DW� UDLVLQJ� IRUHLJQ� WKDQ
GRPHVWLF� FDSLWDO�� ,Q� ������ IRXU� RXW� RI� ILYH� SULYDWL]HG� FRPSDQLHV�ZHUH� LQ
IRUHLJQ�KDQGV��DQG����SHU�FHQW�RI�SULYDWL]DWLRQ�UHYHQXH�KDV�EHHQ�LQ�IRUHLJQ
FXUUHQF\��+XQJDU\� KDV� EHHQ� D� UHODWLYHO\� ODUJH� UHFLSLHQW� RI� IRUHLJQ� GLUHFW
LQYHVWPHQW��3ULYDWL]DWLRQ�KDV�FRQWULEXWHG�WR�VXFK�LQIORZ��DQG�WKLV�LV�VHHQ�DV
D� PDMRU� EHQHILW� RI� WKH� PHWKRG� SUHIHUUHG�� 2Q� WKH� RWKHU� KDQG�� DERXW� WZR
WKLUGV� RI� IRUHLJQ� LQYHVWPHQW� LV� GXH� WR� JUHHQILHOG� GHYHORSPHQW�� 7KRXJK
VHOOLQJ� LQIUDVWUXFWXUH� HQWHUSULVHV� KDV� SURYHG� GLIILFXOW� �0LKDO\L� ������
+XQJDU\�LV�QRZ�WRJHWKHU�ZLWK�&]HFK�5HSXEOLF�DQG�(VWRQLD�RQH�RI�WKH�IHZ
FRXQWULHV� WKDW� KDYH� VXFFHHGHG� LQ� SULYDWL]LQJ� D� ODUJH� SDUW� RI� WKLV� FRUH� RI
VRFLDOLVW�DVVHWV�

3RODQG¶V�VORZ�DQG�KHVLWDQW�SULYDWL]DWLRQ�LV�UHIOHFWHG�LQ�WKH�IDFW�WKDW�DV�WKH
HQG�RI�������WKH�PDMRULW\�RI�VRFLDOLVW�HQWHUSULVHV�ZHUH�VWLOO�LQ�VWDWH�KDQGV�
7KLV�FRQWUDVWV�ZLWK�WKH�RULJLQDO�H[SHFWDWLRQ�WKDW�E\������WKH�SURSRUWLRQV�RI
DVVHWV�SXEOLFO\�DQG�SULYDWHO\�KHOG�ZRXOG�EH�VLPLODU�WR�WKRVH�IRXQG�LQ�ZHOO�
HVWDEOLVKHG�PDUNHW�HFRQRPLHV� �%ODVF]\N������������2QO\�D� VPDOO�QXPEHU
RI�SODQWV���DW�PRVW�DERXW�����E\�GLUHFW�VDOHV�DQG�VRPH����WKURXJK�WKH�VWRFN
H[FKDQJH� �� KDG� EHHQ� VROG� WR� RXWVLGH� RZQHUV� DQG� WKH� ILVFDO� UHYHQXH� IORZ
ZDV� GHFLGHGO\�PLQRU�� 7KHUH� ZDV� D� VOLJKW� LQFUHDVLQJ� WUHQG� LQ� UHYHQXH� LQ
��������� EXW� SUREDEO\� QR� UHDVRQ� WR� H[SHFW� LW� WR� FRQWLQXH�� ,Q� 3RODQG�
HPSOR\HH� UHVLVWDQFH� WR� VDOHV� KDV� EHHQ� D�PDMRU� SUREOHP�� HVSHFLDOO\�ZKHQ
SRWHQWLDO� IRUHLJQ� LQYHVWRUV� KDYH� EHHQ� LQYROYHG��%XW� SUREDEO\� WKH� ELJJHVW
VWXPEOLQJ� EORFN� KDV� EHHQ� 3ROLVK� ZLOOLQJQHVV� WR� SODQ� DOPRVW� DQ\
SULYDWL]DWLRQ�ZHOO�LQ�DGYDQFH��'HWDLOHG�SULYDWL]DWLRQ�SODQV�KDYH�RIWHQ�VWXFN
HLWKHU� LQ� ZLGH�UDQJLQJ� VFKRODUO\� DQG� SXEOLF� GHEDWH�� RU� LQ� WKH� SURFHVV� RI
SROLWLFDO�GHFLVLRQ�PDNLQJ�DQG�LPSOHPHQWDWLRQ�

3ROLVK� SULYDWL]DWLRQ� PD\� KDYH� EHHQ� VLPSOLILHG� E\� WKH� $XJXVW� ����
SULYDWL]DWLRQ� ODZ�� &RPPHUFLDOL]DWLRQ� �FRUSRUDWL]DWLRQ�� RI� WKH� HQWHUSULVH
QHHG� QR� ORQJHU� KDYH� WKH� DFFHSWDQFH� RI� ERWK� WKH� PDQDJHPHQW�� HPSOR\HH
FRXQFLO� DQG� HPSOR\HH� JHQHUDO� PHHWLQJ�� &RPPHUFLDOL]DWLRQ� ZLWKRXW� DQ
LPPHGLDWH�SODQ�IRU�SULYDWL]DWLRQ� LV�QRZ�DOVR�SRVVLEOH��DQG� WKLV� LV� VHHQ�DV
FUXFLDO�IRU�WKH�JRYHUQDQFH�RI�UHPDLQLQJ�VWDWH�DVVHWV��$QG��ILQDOO\��EHFDXVH
FRPPHUFLDOL]HG�HQWHUSULVHV�ZLOO�QRW�KDYH�DQ�HPSOR\HH�FRXQFLO��WKH�UROH�RI
WKH�VWDWH�DV�WKH�RZQHU�ZLOO�EH�VWURQJHU��,Q�SULYDWL]DWLRQ��WKH�HPSKDVLV�ZLOO
EH� RQ� LQGLYLGXDOL]HG� VDOHV� WR� UDLVH� UHYHQXH�� LQ� SDUWLFXODU� WR� IXQG� WKH
LPSHQGLQJ� SHQVLRQ� UHIRUP� �.RORGNR� DQG�1XWL� ������� 7KLV� ZLOO� FRQWLQXH
WKH�3ROLVK�FRPPLWPHQW�WR�VORZ�SULYDWL]DWLRQ��2(&'�����E���������



,Q�(VWRQLD��WKH�ODUJH�VKDUH�RI�IRUHLJQ�FLWL]HQV�DPRQJ�WKH�LQGXVWULDO�ODERXU
IRUFH� LQ� IDFW�PDGH� LW� LPSRVVLEOH� WR� XVH� D� SULYDWL]DWLRQ�PHWKRG� IDYRXULQJ
HQWHUSULVH� LQVLGHUV�� )RU� D� VPDOO� FRXQWU\� LQ� WKH� JHRJUDSKLFDO� DQG� FXOWXUDO
SUR[LPLW\�RI�WKH�1RUGLF�FRXQWULHV��IRUHLJQ�FDSLWDO�ZDV�GHHPHG�DQ�DYDLODEOH
QHFHVVLW\��&RPLQJ�WR�WKLV�FRQFOXVLRQ� WRRN��KRZHYHU��VRPH�WLPH��7KH�ILUVW
SULYDWL]DWLRQ� ODZ� RI� ����� ZDV� EDVHG� RQ� VDOHV� �3XUMX� ������� ,Q� �����
KRZHYHU�� DQRWKHU� ODZ� ZDV� SDVVHG� VWLSXODWLQJ� UHVWLWXWLRQ� DQG� WKH� XVH� RI
YRXFKHUV�DV�WKH�PDLQ�SULYDWL]DWLRQ�WRROV��7KLV�ZDV�LQ�UHDFWLRQ�WR�WKH�IHDUHG
FHQWUDO� UROH� RI� IRUHLJQ� FDSLWDO� DQG�PDILRVRV� LQ� VDOHV�EDVHG� SULYDWL]DWLRQ�
7KH�HPSKDVLV�RQ� UHVWLWXWLRQ�ERJJHG�GRZQ�SULYDWL]DWLRQ�� DQG� VSRQWDQHRXV
SULYDWL]DWLRQ�DQG�GHFOLQH�LQ�DVVHW�YDOXHV�VRRQ�IRUFHG�DQRWKHU�VKDUS�FKDQJH
LQ� VWUDWHJ\�� ,Q� DGGLWLRQ�� WKH� LQWURGXFWLRQ� RI� WKH� FXUUHQF\� ERDUG� SUREDEO\
KHOSHG�WR�WLOW�WKH�VFDOHV�LQ�IDYRXU�RI�VDOHV�EDVHG�SULYDWL]DWLRQ��$V�GRPHVWLF
PRQH\� VXSSO\� EHFDPH� HQGRJHQRXV��PDLQWHQDQFH� RI� FDSLWDO� LQIORZ�ZDV� D
QHFHVVLW\��DQG�D������OHJDO�DPHQGPHQW�UH�HPSKDVL]HG�WKH�UROH�RI�VDOHV��$
7UHXKDQG�W\SH�SULYDWL]DWLRQ�DJHQF\�ZDV� IRUPHG�ZLWK�*HUPDQ� DGYLFH� DQG
ILQDQFLDO�VXSSRUW��$�VLQJOH�HIIHFWLYH�RZQHU�ZDV�DOZD\V�DLPHG�DW��%LGV�ZHUH
DZDUGHG�QRW�RQO\�RQ�WKH�EDVLV�RI�SULFH��EXW�EXVLQHVV�SODQ��LQYHVWPHQW�DQG
HPSOR\PHQW� JXDUDQWHHV�ZHUH� FUXFLDO� DV�ZHOO�� ,W� ZDV� IXUWKHU� GHFLGHG� WKDW
KDOI� RI� QHW� SULYDWL]DWLRQ� UHYHQXH� ZRXOG� EH� HDUPDUNHG� IRU� FRPSHQVDWLQJ
IRUPHU�RZQHUV�RI�QDWLRQDOL]HG�SURSHUWLHV� LQ�FDVHV�ZKHUH�UHVWLWXWLRQ� LV�QRW
IHDVLEOH�� 7KH� RWKHU� KDOI� LV� GLYLGHG� EHWZHHQ� SURSHUW\� UHIRUP� UHODWHG
JRYHUQPHQW�H[SHQVHV��SHQVLRQV�DQG�ODERXU�HGXFDWLRQ��1R�GLUHFW�EXGJHWDU\
UHYHQXH� ZDV� WKXV� SODQQHG� IRU�� ,Q� ������ WKH� GLYLVLRQ� RI� SULYDWL]DWLRQ
UHYHQXH�ZDV�VRPHZKDW�FKDQJHG��EXW�WKH�SUHYLRXV�SULQFLSOH�UHPDLQHG�

,Q�SUDFWLFH�(VWRQLD�KDV�UXQ�VHSDUDWH�ORFDO�DQG�ZHOO�DGYHUWLVHG�LQWHUQDWLRQDO
WHQGHUV�IRU�D�QXPEHU�RI�HQWHUSULVHV�DW�WKH�VDPH�WLPH��)RUHLJQHUV�FRXOG�DOVR
SDUWLFLSDWH�LQ�ORFDO�WHQGHUV��$OWRJHWKHU������HQWHUSULVHV�ZHUH�RIIHUHG�LQ�WHQ
WHQGHUV�� DQG� E\� WKH� HQG� RI� ����� DERXW� WZR� WKLUGV� RI� WKHP� ZHUH� VROG
SDUWLDOO\�RU�ZKROO\�LQ�D�WRWDO�RI�����SXUFKDVLQJ�FRQWUDFWV��3XUMX��������7KH
DJJUHJDWH� YDOXH� RI� WKHVH� FRQWUDFWV� ZDV� ���� ELOOLRQ� ((.� �DERXW� 86����
PLOOLRQ���,Q�WHUPV�RI�VSHHG��(VWRQLDQ�SULYDWL]DWLRQ�KDV�EHHQ�D�JUHDW�VXFFHVV
DIWHU� LW� JRW� VWDUWHG�� 7KRXJK� D� ODUJH� QXPEHU� RI� VWDWH� DQG� PXQLFLSDO
HQWHUSULVHV� DUH� VWLOO� UHJLVWHUHG�� YHU\� IHZ� DPRQJ� WKHP� UHPDLQ� DFWLYH�� 7KH
SULYDWL]DWLRQ� RI� RQO\� ������ ZKROO\� RU� SDUWO\� VWDWH�RZQHG� ILUPV� LV� VWLOO
SODQQHG�� 7KH� PRVW� LPSRUWDQW� DPRQJ� WKHP� DUH� LQIUDVWUXFWXUH� HQWHUSULVHV�
VHYHUDO� RI�ZKLFK� VKRXOG� EH� SULYDWL]HG� LQ� QHDU� IXWXUH��%DVLFDOO\��(VWRQLDQ



PHGLXP� DQG� ODUJH� VFDOH� HQWHUSULVHV� DUH� DOUHDG\� SULYDWH�� ,Q� SHUKDSV� WZR�
WKLUGV�RI�FDVHV��WKH�QHZ�RZQHUV�DUH�HQWHUSULVH�RXWVLGHUV�

5HYHQXH� UDLVHG�E\�SULYDWL]DWLRQ� LV� D�GLIIHUHQW�PDWWHU��$V� MXVW� VHHQ�� LW� KDV
EHHQ�PHDJUH�DW�EHVW�DOVR�LQ�(VWRQLD��,Q�D�7UHXKDQG�PDQQHU��SXUFKDVHUV�DOVR
WDNH� RYHU� H[LVWLQJ� HQWHUSULVH� OLDELOLWLHV�� QRWDEO\� WD[� DUUHDUV�� DQG� PDNH
LQYHVWPHQW� FRPPLWPHQWV�� ,Q� VRPH� FDVHV�� WKH� DFWXDO� SXUFKDVLQJ� SULFH� KDV
EHHQ� RQH� ((.�� 2Q� WKH� DYHUDJH� LW� LV� HVWLPDWHG� WKDW� WD[� DQG� RWKHU� GHEW
REOLJDWLRQV�DFFHSWHG�DERXW�GRXEOH�WKH�YDOXH�RI�DFFHSWHG�ELGV��)XUWKHUPRUH�
LQ�PRVW�FDVHV�RQO\�RQH�ILIWK�RI�WKH�SULFH�LV�SDLG�LPPHGLDWHO\��DQG�WKH�UHVW�LQ
LQVWDOPHQWV�XS�WR�WHQ�\HDUV��7KH�LQWHUHVW�UDWH�DGGHG�KDV�VR�IDU�EHHQ�FOHDUO\
QHJDWLYH�LQ�UHDO�WHUPV��7KLV�IXUWKHU�GHFUHDVHV�SULYDWL]DWLRQ�UHYHQXH�

7KH� LQWHUHVW� RI� IRUHLJQ� LQYHVWRUV� KDV� EHHQ� TXLWH� VWURQJ� WKRXJK� SUREDEO\
OHVV� WKDQ� RULJLQDOO\� H[SHFWHG�� ,Q� WHQ� WHQGHUV�� D� WRWDO� RI� ���� ELGV� ZHUH
UHFHLYHG��2I�WKHP������ZHUH�RSHQO\�IRUHLJQ��DQG�VRPH�RWKHUV�SUREDEO\�KDG
D�IRUHLJQ�EDFNJURXQG�DOVR��3HUKDSV����SHU�FHQW�RI�FRQFOXGHG�GHDOV�LQFOXGH
IRUHLJQ�LQWHUHVWV��,Q�VRPH�FDVHV���OLNH�WKH�9LUX�+RWHO��D�7DOOLQQ�ODQGPDUN��
IRUHLJQ� LQYHVWPHQW� WKURXJK� (VWRQLDQ� PLGGOHPHQ� KDV� UDLVHG� D� SROLWLFDO
VWRUP�� 1HLWKHU� DUH� DOO� IRUHLJQ� H[SHULHQFHV� RI� WKH� (VWRQLDQ� HQYLURQPHQW
PHUHO\� SRVLWLYH�� ,PSRUWDQW� DGGLWLRQDO� IRUHLJQ� LQYHVWPHQW� LV� H[SHFWHG� IRU
LQIUDVWUXFWXUH�LQYHVWPHQW�

/LWKXDQLD¶V�DPELWLRXV�SULYDWL]DWLRQ�SURJUDPPH�ZDV�LQ���������EDVHG�XSRQ
WKH�XVH�RI�YRXFKHUV��2I�VRPH�������HQWHUSULVHV�LQFOXGHG�LQ�WKH�SURJUDPPH�
DERXW� ������ZHUH� SULYDWL]HG� E\�2FWREHU� ������2QO\� ��� HQWHUSULVHV� ZHUH
VROG�IRU�FDVK��7KH�DXWKRULWLHV�KDYH�ORQJ�SODQQHG�IRU�D�VHFRQG�VDOHV�EDVHG
SKDVH�RI�SULYDWL]DWLRQ��EXW�LW�KDV�EHHQ�UHSHDWHGO\�SRVWSRQHG�

����5HVWLWXWLRQ

5HVWLWXWLRQ��WKH�UHWXUQ�RI�QDWLRQDOL]HG�SURSHUWLHV�WR�IRUPHU�RZQHUV�RU�WKHLU
GHVFHQGDQWV��ZDV�H[FOXGHG�LQ�PRVW�RI�WKH�IRUPHU�6RYLHW�8QLRQ�GXULQJ�WKH
VRFLDOLVW� SHULRG�� ,Q� &]HFKRVORYDNLD�� 3RODQG�� +XQJDU\� DQG� WKH� %DOWLF
FRXQWULHV� WKH� DUJXPHQWV� LQ� IDYRXU� RI� UHVWLWXWLRQ� ZHUH� EDVLFDOO\� VLPLODU�
5HVWLWXWLRQ�ZDV�DGYRFDWHG�DV�D�ZD\�WR�UHGUHVV�SDVW�LQMXVWLFHV��DV�D�ZD\�WR
UHVWRUH� SXEOLF� FRQILGHQFH� LQ� SULYDWH� SURSHUW\� ULJKWV� DQG� DV� D� VLPSOH� DQG
TXLFN� ZD\� WR� SULYDWL]H� VRPH� SURSHUWLHV�� ,Q� VRPH� FRXQWULHV� VXSSRUW� IRU
UHVWLWXWLRQ� EHFDPH� D� SROLWLFDO� LVVXH�� ,Q� WKH�%DOWLFV�� UHVWLWXWLRQ�ZDV� DOVR� D
ZD\� WR� HPSKDVL]H� WKH� FRQWLQXLW\� RI� VWDWHKRRG� RQO\� LQWHUUXSWHG� E\� 6RYLHW



RFFXSDWLRQ�� ,Q� DGGLWLRQ�� UHVWLWXWLRQ� ZDV� D� ZD\� WR� PLQLPL]H� WKH� UROH� RI
6RYLHW�HUD�LPPLJUDQWV�LQ�SULYDWL]DWLRQ�

7KH� DUJXPHQWV� DJDLQVW� UHVWLWXWLRQ� ZHUH� ERWK� LGHRORJLFDO�� HFRQRPLF� DQG
SUDFWLFDO��,GHRORJLFDOO\�� WKH�IDLUQHVV�RI�UHVWLWXWLRQ�FRXOG�EH�FKDOOHQJHG��DV
PRVW�FLWL]HQV�ZRXOG�QRW�EH�FRPSHQVDWHG�IRU� WKH� LQMXVWLFHV�VXIIHUHG�XQGHU
VRFLDOLVP��(FRQRPLFDOO\��UHVWLWXWLRQ�RI�DVVHWV�WKDW�PLJKW�EH�VROG�LV�D�ILVFDO
ORVV��1HLWKHU�LV�LW�REYLRXV�WKDW�IRUPHU�RZQHUV�DUH�DOZD\V�HIIHFWLYH�RZQHUV�
3UDFWLFDOO\�� LW�ZDV� DUJXHG� WKDW� DQ\� GHFLVLRQ� RQ�ZKDW� WR� UHVWRUH� DQG�ZKDW
QRW��LV�DOZD\V�DUELWUDU\��$QG�EHFDXVH�RZQHUVKLS�FODLPV�DUH�RIWHQ�XQFOHDU�
UHVWLWXWLRQ�ZRXOG�EHFRPH�D�OHQJWK\�SURFHVV�VORZLQJ�GRZQ�SULYDWL]DWLRQ�DV
D�ZKROH��VHH�WKH�RYHUYLHZ�LQ�%RUQVWHLQ��������

2I� WKH� WKUHH� &HQWUDO� (XURSHDQ� FRXQWULHV�� WKH� &]HFK� 5HSXEOLF� KDG� WKH
VWURQJHVW� UHVWLWXWLRQ� SURJUDPPH�� 5HVWLWXWLRQ� ZDV� QRW� D� SDUW� RI� WKH
JRYHUQPHQW¶V� RULJLQDO� SULYDWL]DWLRQ� SODQV�� EXW�ZDV� DGGHG� WR� WKHP� E\� WKH
SDUOLDPHQW��7KH�FXW�RII�GDWH�LQ�&]HFK�UHVWLWXWLRQ�LV�)HEUXDU\�����������WKXV
H[FOXGLQJ�WKH�DVVHWV�QDWLRQDOL]HG�E\�WKH�GHPRFUDWLFDOO\�HOHFWHG�JRYHUQPHQW
LQ����������WKH�SURSHUW\�RI�WKH�6XGHWHQ�*HUPDQV�H[SHOOHG�LQ���������DQG
WKH� -HZLVK� SURSHUW\� FRQILVFDWHG� DIWHU� ������ 5HVWLWXWLRQ� RQO\� DSSOLHV� WR
SK\VLFDO� DVVHWV� UHWXUQHG� WR� WKHLU� RULJLQDO� RZQHUV� RU� WR� WKHLU� GHVFHQGDQWV�
)LQDQFLDO� FRPSHQVDWLRQ� LV� DQ� H[FHSWLRQ��$V� D� JHQHUDO� UXOH� RQO\� SK\VLFDO
&]HFK�FLWL]HQV�UHVLGLQJ�LQ�WKH�FRXQWU\�DUH�HOLJLEOH�� WKRXJK�EXLOGLQJV�KDYH
EHHQ� UHWXUQHG� WR� WKH� &DWKROLF� &KXUFK�� :KHWKHU� WKH� FKXUFK� VKRXOG� EH
FRPSHQVDWHG�HYHQ�PRUH�KDV�SURYHQ�D�KRW�SROLWLFDO�LVVXH�

$QRWKHU� SUREOHP� DUHD� LQ� &]HFK� UHVWLWXWLRQ� LV� DJULFXOWXUH�� 5HFRUGV� DUH
LQFRPSOHWH�� DQG� WKH� SULQFLSOH� RI� SK\VLFDO� UHVWLWXWLRQ� LV� GLIILFXOW� WR� DSSO\
ZKHQ�ODQG�XVH�DQG�YDOXHV�KDYH�FKDQJHG�PXFK��$OWRJHWKHU��UHVWLWXWLRQ�PD\
KDYH� FRYHUHG� DOPRVW� ��� SHU� FHQW� RI� IRUPHU� VWDWH� SURSHUWLHV�� DQG� WKH
SURSRUWLRQ�PD\�KDYH� ULVHQ�DV�KLJK�DV� D�TXDUWHU�RI� VWDWH�RZQHG�DSDUWPHQW
KRXVLQJ�DQG�UHWDLO� VKRSV��$V�7DEOH���VKRZV�� WKH�VKDUH�E\�YDOXH�RI�DVVHWV
SULYDWL]HG� WKLV�ZD\� LV� TXLWH� ORZ��%XW� EDVLFDOO\� WKH� UHVWLWXWLRQ� SURJUDPPH
KDV�EHHQ�LPSOHPHQWHG�

,Q� +XQJDU\�� UHVWLWXWLRQ� ZDV� QRW� RQO\� ORQJ� GHEDWHG� SROLWLFDOO\�� LW� DOVR
EHFDPH� DQ� LVVXH� RI� OHJDO� LQWHUSUHWDWLRQ� LQ� WKUHH� DVSHFWV�� $IWHU� DQ
LQWHUYHQWLRQ� E\� WKH� &RQVWLWXWLRQDO� &RXUW�� WKH� FXW�RII� GDWH� LQ� +XQJDULDQ
UHVWLWXWLRQ� ZDV� VKLIWHG� IURP� ����� WR� ������ 2ULJLQDOO\�� SUHVVXUH� IRU
UHVWLWXWLRQ�FDPH�IURP�DJUDULDQ�LQWHUHVWV��EXW�DJDLQ�WKH�&RQVWLWXWLRQDO�&RXUW



UXOHG�WKDW�DOO�ODQG��EXLOGLQJV�DQG�HTXLSPHQW�PXVW�EH�FRYHUHG��,Q�DGGLWLRQ�WR
SK\VLFDO� FLWL]HQV� UHVLGLQJ� LQ� WKH� FRXQWU\�� UHOLJLRXV� DQG� FKDULWDEOH
LQVWLWXWLRQV� DUH� HOLJLEOH�� 7KH�&RXUW� ILQDOO\� GHFUHHG� WKDW� DOO� FRPSHQVDWLRQ
VKRXOG�EH� HLWKHU� SK\VLFDO� RU� ILQDQFLDO�� 3UDFWLFDO� FRQVLGHUDWLRQV� OHG� WR� WKH
FKRLFH�RI�ILQDQFLDO�FRPSHQVDWLRQ��7KLV�KDV�FOHDUO\�VLPSOLILHG�UHVWLWXWLRQ�

,Q� DGGLWLRQ� WR� QDWLRQDOL]HG� SURSHUW\�� FRPSHQVDWLRQ� FDQ� DOVR� EH� EDVHG� RQ
VXFK�QRQ�PDWHULDO�LQMXULHV�DV�GHDWK�RU�LPSULVRQPHQW��:LWK�WKH�H[FHSWLRQ�RI
WKH�YHU\�VPDOOHVW�GDPDJHV��FRPSHQVDWLRQ�LV�SDUWLDO�ZLWK�WKH�FDS�HTXLYDOHQW
WR�OHVV�WKDQ�86���������&RPSHQVDWLRQ�LV�SDLG�LQ�WUDGDEOH�FHUWLILFDWHV�WKDW
FDQ�EH�XVHG�WR�EX\�VSHFLILF�DVVHWV�DQG�VKDUHV��DJULFXOWXUDO�ODQG��DSDUWPHQWV
DQG�OLIH�DQQXLWLHV��%HFDXVH�WKH�+XQJDULDQ�JRYHUQPHQW�SUHIHUV�SULYDWL]DWLRQ
WKURXJK� FDVK� VDOHV�� LQVXIILFLHQW� DQG� RIWHQ� SRRU�TXDOLW\� DVVHWV� KDYH� EHHQ
DYDLODEOH� IRU� UHVWLWXWLRQ� FHUWLILFDWHV�� &RQVHTXHQWO\�� WKH� PDUNHW� YDOXH� RI
FHUWLILFDWHV�KDV�GURSSHG�GUDPDWLFDOO\��E\�VRPH����SHU�FHQW�IURP�WKH�VXP�RI
IDFH� YDOXH� DQG� FDSLWDOL]HG� LQWHUHVW��+XQJDU\� KDV� IDLOHG� WR� LPSOHPHQW� KHU
UHVWLWXWLRQ�SURJUDPPH�

3RODQG�KDV�EHHQ�XQDEOH�WR�GHFLGH�XSRQ�D�UHVWLWXWLRQ�SURJUDPPH��7KHUH�KDV
EHHQ� QR� FOHDU� SROLWLFDO� ZLOO� LQ� IDYRXU� RI� UHVWLWXWLRQ�� %HFDXVH� DJULFXOWXUH
ZDV�GHFROOHFWLYL]HG�LQ�������HYHQ�WKH�XVXDO�DJUDULDQ�LQWHUHVW�IRU�UHVWLWXWLRQ
GRHV� QRW� H[LVW�� 7KH� 3ROLVK� JRYHUQPHQW� KDV� EHHQ� OHVV� WKDQ� HQWKXVLDVWLF
DERXW�D�IRUP�RI�SULYDWL]DWLRQ� WKDW�ZRXOG�GHSULYH� LW�RI� ILVFDO� UHYHQXH��1RW
RQO\�KDV� WKH�GHEDWH� IDLOHG� WR� OHDG� WR� D� FOHDU� FRQFOXVLRQ�� LW� KDV� DOVR� EHHQ
TXLWH�XQGHWHUPLQHG��7KH�HYHQWXDO�FXW�RII�GDWH�LV�XQGHFLGHG��DQG�QHLWKHU�LV
LW�FOHDU�ZKHWKHU�WKH�VFKHPH�VKRXOG�FRYHU�DOO�QDWLRQDOL]DWLRQV�RU�RQO\�WKRVH
LQ�FRQIOLFW�ZLWK�SUHYDLOLQJ�OHJLVODWLRQ��,QGHHG��WKHUH�LV�DOVR�QR�GHFLVLRQ�RQ
WKH�IRUP�RI�FRPSHQVDWLRQ��,W�LV�KLJKO\�XQOLNHO\�WKDW�3RODQG�ZLOO�HYHU�KDYH�D
UHVWLWXWLRQ� SURJUDPPH�� 7KH� ����� ODZ� RQ� SULYDWL]DWLRQ� GRHV� QRW� PHQWLRQ
UHVWLWXWLRQ�DW�DOO�

7HQ�SHU�FHQW�RI� WKH�YDOXH�RI�(VWRQLDQ�VWDWH�SURSHUWLHV�ZHUH� UHVWLWXWHG��$V
VHHQ� DERYH�� D� VWURQJ� QDWLRQDOLVWLFDOO\�PLQGHG� RSLQLRQ� HYHQ� DUJXHG� WKDW
UHVWLWXWLRQ�VKRXOG�EH� WKH�EDVLF�SULYDWL]DWLRQ�PHWKRG��7KLV�ZDV�QRW� ILQDOO\
FKRVHQ��EXW�WKH�XVH�RI�KDOI�RI�QHW�VDOH�UHYHQXH�IRU�WKH�&RPSHQVDWLRQ�)XQG
LV�DOVR�HYLGHQFH�RI�WKH�XQLTXH�LPSRUWDQFH�JLYHQ�WR�UHVWLWXWLRQ�LQ�(VWRQLD�

$Q\�ODQG�RU�RWKHU�SK\VLFDO�SURSHUW\�XQODZIXOO\�H[SURSULDWHG�XQGHU�6RYLHW
UXOH� LV� SRWHQWLDOO\� VXEMHFW� WR� SK\VLFDO� UHVWLWXWLRQ�� $OWRJHWKHU�� �������
DSSOLFDWLRQV� IRU���������SURSHUWLHV�ZHUH� VXEPLWWHG� LQ� D� FRXQWU\�ZLWK����



PLOOLRQ�LQKDELWDQWV��7KUHH�RXW�RI�IRXU�DSSOLFDWLRQV�FRQFHUQHG�IDUPV�RU�ODQG�
7KH� SURFHVV� RI� DFWXDO� UHVWLWXWLRQ�� DOUHDG\� VWDUWHG� LQ� ������ ZDV� VORZ�
$SSOLFDWLRQV�ZHUH�WR�EH�ILOHG�E\����0DUFK�������%\�6HSWHPEHU���������
SHU�FHQW�RI�DSSOLFDWLRQV�KDG�EHHQ�SURFHVVHG��3XUMX���������5HVWLWXWLRQ�DQG
ODQG�SULYDWL]DWLRQ�LQ�JHQHUDO�KDYH�EHHQ�LQWHUGHSHQGHQW�SURFHVVHV�

,Q� PDQ\� FDVHV� SK\VLFDO� UHVWLWXWLRQ� LV� LPSRVVLEOH� RU� QRW� ZLVKHG�� 7KHQ�
YRXFKHUV� DUH� XVHG�� (VWRQLD� LQWURGXFHG� WZR� NLQGV� RI� FRPSHQVDWLRQ
YRXFKHUV��5HVWLWXWLRQ�YRXFKHUV�DUH�D�FRPSHQVDWLRQ�WR�RZQHUV�RI�SUH�����
SURSHUW\�� 1DWLRQDO� FDSLWDO� YRXFKHUV� DUH� EDVHG� RQ� WKH� QXPEHU� RI� \HDUV
HPSOR\HG� LQ�(VWRQLD��%RWK�YRXFKHUV� FDQ�EH�XVHG� LQWHUFKDQJHDEO\� IRU� WKH
SULYDWL]DWLRQ� RI� KRXVLQJ� DQG� ODQG�� IRU� SXUFKDVH� RI� VKDUHV� RI� VWDWH
HQWHUSULVHV��DQG�IRU�SXUFKDVH�RI�VKDUHV�LQ�WKH�&RPSHQVDWLRQ�)XQG��%\�PLG
������YRXFKHUV�ZLWK� WKH� IDFH�YDOXH�RI� �����ELOOLRQ�((.�KDG�EHHQ� LVVXHG
DQG�WKLV�ILJXUH�LV�H[SHFWHG�WR�UHDFK�HYHQWXDOO\������ELOOLRQ��$ERXW���ELOOLRQ
((.�RI�WKHVH�KDYH�EHHQ�UHGHHPHG��PDLQO\�WKURXJK�KRXVLQJ�SULYDWL]DWLRQ�
9RXFKHUV�KDYH�DOVR�EHHQ�XVHG� IRU�EX\LQJ�PLQRULW\� VKDUHV� LQ�DXFWLRQV� IRU
DERXW� ��� ZHOO�NQRZQ� HQWHUSULVHV�� )LQDOO\�� UHVLGHQWV� FDQ� XVH� YRXFKHUV� WR
SD\�IRU�XS�WR�D�KDOI�RI�WKH�SXUFKDVH�SULFH�RI�VKDUHV�LQ�WHQGHU�DXFWLRQV�

,Q� WKH�(VWRQLDQ�FDVH�� WKH�SROLWLFDO�ZLOO� IRU� UHVWLWXWLRQ�KDV�EHHQ�FOHDU��7KH
FXW�RII� GDWH�ZDV� HDV\� WR� FKRRVH�� DQG� WKH� LQWURGXFWLRQ� RI� QDWLRQDO� FDSLWDO
YRXFKHUV�RYHUFDPH�D�SRWHQWLDO�SUREOHP�RI�IDLUQHVV��7KHUH�DUH�D�QXPEHU�RI
ZD\V� RI� XVLQJ� YRXFKHUV�� 6WLOO�� LQ� WKH� PDUNHW� YRXFKHUV� DUH� WUDGHG� ZLWK� D
GLVFRXQW�RI�PRUH�WKDQ����SHU�FHQW��2QH�UHDVRQ�IRU�WKLV�LV�WKH�KLJK�WRWDO�IDFH
YDOXH�RI�YRXFKHUV�LVVXHG��7KH�H[SHFWHG�WRWDO�DPRXQW�RI������ELOOLRQ�((.�LV
DOPRVW�KDOI�RI�(VWRQLD¶V������*'3��DQG�DOPRVW�HTXDOV�WKH������*'3���7KH
YDOXH�ZDV� FDOFXODWHG� RQ� WKH� EDVLV� RI� SURSHUW\� DVVHVVPHQW�� EXW� JLYHQ� WKH
LPSRUWDQFH� RI� VDOHV� DQG� VWUDWHJLF� RZQHUV� LQ� (VWRQLDQ� SULYDWL]DWLRQ�
VXIILFLHQW�VXSSO\�RI�DVVHWV�FDQQRW�UHDOO\�EH�H[SHFWHG��7KH�VORZQHVV�RI�ODQG
SULYDWL]DWLRQ� LV� D� IXUWKHU�SUREOHP�� ,Q�PRVW� FDVHV�� YRXFKHUV� DUH� VLPSO\� DQ
LQGLUHFW�PHWKRG�RI�IUHH�GLVWULEXWLRQ�RI�H[LVWLQJ�KRXVLQJ�ULJKWV�

7KH�/LWKXDQLDQ� YRXFKHU�EDVHG� SULYDWL]DWLRQ� SURJUDPPH� DOVR� LQFOXGHG� DQ
LPSRUWDQW� HOHPHQW� RI� UHVWLWXWLRQ�� 5HVWLWXWLRQ� RQO\� LQFOXGHG� LPPRYDEOH
SURSHUW\�DQG�RQO\�DSSOLHV�WR�FLWL]HQV�UHVLGLQJ�LQ�/LWKXDQLD��7KH�DXWKRULWLHV
SODQQHG� IRU� D� VSHHG\� SURFHVV�� 7KH� GHDGOLQH� IRU� ILOLQJ� FODLPV� ZDV� ��
-DQXDU\� ������ DQG� QHDUO\� �������� UHTXHVWV� IRU� ODQG� ZHUH� UHFHLYHG� LQ� D
FRXQWU\� RI� ���� PLOOLRQ� LQKDELWDQWV�� $� VXFFHVVIXO� FODLPDQW� FRXOG� UHFHLYH
HLWKHU�WKH�ROG�SURSHUW\��DQ�HTXLYDOHQW�SORW�RI�ODQG��RU�FRPSHQVDWLRQ�



0DQ\� RI� WKH� GHWDLOV� RI� UHVWLWXWLRQ� UHPDLQHG� XQUHVROYHG� ZKHQ� WKH
SURJUDPPH� ZDV� VWDUWHG�� 7HPSRUDU\� NRONKR]� DQG� VRYNKR]� DGPLQLVWUDWRUV
ZHUH�DXWKRUL]HG�WR�UHVWLWXWH�RU�RWKHUZLVH�SULYDWL]H�D�VXEVWDQWLDO�SRUWLRQ�RI
DJULFXOWXUDO�DVVHWV�ZLWKLQ�DQ�LQLWLDO�SHULRG�RI�VRPH�KDOI�D�\HDU��7KH�IDFW�WKDW
WKH�PDQ\� UH�HPHUJLQJ� SULYDWH� IDUPV�ZHUH� WLQ\� FRQWULEXWHG� WR� D� OHIW�ZLQJ
SROLWLFDO�WXUQ�ZLWK�UHSHUFXVVLRQV�WKURXJKRXW�WKH�VRFLHW\�

����0DQDJHPHQW�DQG�HPSOR\HH�EX\RXWV

,Q� DQ� HPSOR\HH� EX\� RXW� �(%2��� HPSOR\HHV� RI� D� VWDWH�RZQHG� HQWHUSULVH
DFTXLUH� WKH�VKDUHV�RI� WKH� ILUP��RU� LWV� DVVHWV� WR� IRUP�D�QHZ�FRPSDQ\��7KH
QXPEHU�RI�VKDUHV�ERXJKW�E\�HDFK�SHUVRQ�FDQ�YDU\�DFFRUGLQJ� WR� OHQJWK�RI
VHUYLFH�� SRVLWLRQ� DQG�SD\��7KH�SULFLQJ�RI� VKDUHV�PD\� EH�PDUNHW�EDVHG� RU
SULYLOHJHG��0DQDJHPHQW� EX\RXWV� �0%2�� DQG� FRPELQHG�PDQDJHPHQW� DQG
HPSOR\HH�EX\RXWV��0(%2��RQO\�GLIIHU�FRQFHUQLQJ�WKH�DFWXDO�EX\HUV�

$PRQJ�WKH�FRXQWULHV�LQ�RXU�VDPSOH��EX\RXWV�ZHUH�PRVW�IUHTXHQW�LQ�3RODQG�
7KH�VKDUH�RI�EX\RXWV�LV�KLJKHVW�LQ�(VWRQLD��7KHUH�DOO�EX\RXWV�ZHUH�SDUW�RI�D
FRPSHWLWLYH� RSHQ� WHQGHU�� 7KHUHIRUH�� WKH� (VWRQLDQ� FDVH� GRHV� QRW� PHULW� D
VHSDUDWH� GLVFXVVLRQ� KHUH�� ,Q� VRPH� FDVHV� SULYDWL]DWLRQV� LQWHQGHG� DV� EHLQJ
VRPHWKLQJ�HOVH��XVXDOO\�RSHQ�DFFHVV�YRXFKHU�SULYDWL]DWLRQ��DFWXDOO\�EHFDPH
EX\RXWV��,Q�/LWKXDQLD�LQVLGHUV�XVHG�RSHQ�DFFHVV�YRXFKHUV�WR�DFTXLUH�PDMRU
VWDNHV� LQ� WKHLU� RZQ� ZRUNSODFHV�� ,Q� 5XVVLD�� LQVLGHUV� ZHUH� JLYHQ� VXFK
SULYLOHJHV� LQ� YRXFKHU�EDVHG� SULYDWL]DWLRQ� WKDW� PRVW� HQWHUSULVHV� EHFDPH
LQVLGHU�GRPLQDWHG��7KHVH�WZR�FDVHV�DUH�KRZHYHU�GLVFXVVHG�EHORZ�LQ�WKRVH
VHFWLRQV�LQ�ZKLFK�RULJLQDO�SROLF\�LQWHQWLRQV�SODFH�WKHP�

6HYHUDO� DUJXPHQWV�ZHUH� SURGXFHG� LQ� IDYRXU� RI� EX\RXWV�� 7KH� QHZ� VKDUH�
RZQHUV�KDYH�D�PRWLYDWLRQ�WR�KLJKHU�SURGXFWLYLW\��DQG�WKH\�PD\�KDYH�EHWWHU
DFFHVV�WKDQ�RXWVLGHUV�WR�LQIRUPDWLRQ�UHOHYDQW�IRU�PRQLWRULQJ�WKH�PDQDJHUV�
%X\RXWV� DUH� HDV\� WR� LPSOHPHQW�� DQG� WKH\� PD\� ZHOO� EH� WKH� RQO\� ZD\� RI
FRPSHQVDWLQJ� LQVLGHUV� IRU� WKH� GH� IDFWR� SURSHUW\� ULJKWV� WKDW� KDYH� EHHQ
IRUPHG�LQ�WKH�FRXUVH�RI�VRFLDOLVW�UHIRUPV��:LWKRXW�SULYLOHJHV��LQVLGHUV�PD\
EORFN�SULYDWL]DWLRQ�DV�D�ZKROH��$�EX\RXW�PD\�DOVR�OHDG�WR�JUHDWHU�HPSKDVLV
JLYHQ� WR�SURWHFWLQJ�HPSOR\PHQW� WKDQ� OHVV� WR� UHDO�ZDJHV� LQ� ODERXU�PDUNHW
DGDSWDWLRQ��7KLV�PD\�EH�D�VRFLDOO\�SUHIHUDEOH�RXWFRPH�

2Q� WKH� RWKHU� KDQG� RSSRQHQWV� KDYH� IRXQG� EX\RXWV� ZDQWLQJ� LQ� VHYHUDO
UHVSHFWV�� ,Q�GHYHORSHG�PDUNHW� HFRQRPLHV�� WKH� LQFHQWLYH� LPSDFW�RI� LQVLGHU
RZQHUVKLS� LV� XVXDOO\� UHJDUGHG� VXIILFLHQW� HYHQ� ZLWK� PLQRU� �VD\� ����� SHU



FHQW�� LQVLGHU�RZQHUVKLS�VKDUH��(%2V�DUH� UDUH��DQG�0%2V�XVXDOO\�D� FULVLV
VROXWLRQ��%R\FNR�HW�DO���������(%2V�PD\�ZHOO�HPSKDVL]H�ERWK�ZDJHV�DQG
HPSOR\PHQW�DW�WKH�FRVW�RI�SURILWV�DQG�LQYHVWPHQW��HVSHFLDOO\�LI�VKDUHV�FDQ
RQO\�EH� VROG� LQVLGH� WKH� HQWHUSULVH��7KLV�PHDQV� DQ� HIILFLHQF\� ORVV��$QG� LI
LQVLGHU�KHOG� VKDUHV� DUH� QRW� IUHHO\� FLUFXODWLQJ�� WKH� GHYHORSPHQW� RI� FDSLWDO
PDUNHWV�ZLOO�VXIIHU��)URP�WKH�LQVLGHU�SRLQW�RI�YLHZ��SXWWLQJ�RQH¶V�FDSLWDO�LQ
RQH¶V� ZRUNSODFH� LQFUHDVHV� WKH� ORVV� VXIIHUHG� LQ� FDVH� RI� D� EDQNUXSWF\�
7KHUHIRUH��GHFLVLRQ�PDNLQJ�PLJKW�EH�RYHUO\�FDXWLRXV�DQG�WKH�SUHVVXUH�IRU
VWDWH� VXEVLGLHV� DQG� RWKHU� SULYLOHJHV� VWURQJ�� $QG� WKRXJK� LQVLGHUV� KDYH
NQRZOHGJH� DERXW� WKH� FRPSDQ\�� WKH\� PD\� QRW� KDYH� QHZ� NQRZOHGJH� DQG
FRPSHWHQFLHV� WR� EULQJ� LQWR� WKH� HQWHUSULVH�� )XUWKHUPRUH�� PDQ\� LQVLGHU
FRPSHWHQFLHV�OLNH�PHPEHUVKLS�LQ�WKH�IRUPHU�UXOLQJ�SDUW\�PD\�EH�LUUHOHYDQW
RU�ZRUVH�LQ�WKH�QHZ�HQYLURQPHQW�

)URP� WKH� JRYHUQPHQW� SRLQW� RI� YLHZ�� VDOHV� WR� LQVLGHUV� DUH� XVXDOO\� DW� D
GLVFRXQW� DQG� WKHUHIRUH� D� ORVV� RI� UHYHQXH�� $OWHUQDWLYHO\�� WKH� JRYHUQPHQW
PD\�KDYH�WR�RIIHU�FUHGLW�IRU�EX\RXWV��,I�WKH�FUHGLW�LV�RQ�PDUNHW�FRQGLWLRQV�
QHZO\�SULYDWL]HG�FRPSDQLHV�DUH�EXUGHQHG�ZLWK� ORDQV� IURP� WKH�EHJLQQLQJ�
)URP� WKH� H[WHUQDO� LQYHVWRU� SRLQW� RI� YLHZ�� LQVLGHU� RZQHUVKLS� PD\� EH� D
PDMRU�GHWHUUHQFH��2XWVLGHU�LQYHVWPHQW�PD\�VLPSO\�EH�SUHYHQWHG��RXWVLGHUV
PD\�QRW�ZDQW� WR�EH�RZQHUV� LQ� DQ� LQVLGHU�GRPLQDWHG� FRPSDQ\� IRU� IHDU� RI
FRQIOLFW� RI� LQWHUHVWV�� RU� LQVLGHUV� PD\� GHPDQG� H[FHVVLYH� SULFHV� IRU� WKHLU
VKDUHV� WR� FRPSHQVDWH� IRU� WKH� SUREDELOLW\� WKDW� DQ� HYHQWXDO� RXWVLGHU
GRPLQDQFH� HQGDQJHUV� H[LVWLQJ� MREV� �%ODQFKDUG� ������� 7KHUH� LV� DOVR� D
FRQVLGHUDWLRQ� RI� IDLUQHVV�� %X\RXWV� OHDYH� PDQDJHUV� DQG� HPSOR\HHV� LQ
GLIIHUHQW�MREV�LQ�WRWDOO\�GLIIHUHQW�SRVLWLRQV�

,Q�SUDFWLFH��EX\RXWV�KDYH�EHHQ�IUHTXHQW�LQ�FRXQWULHV�OLNH�3RODQG��+XQJDU\�
/LWKXDQLD� DQG� 5XVVLD�� ZKHUH� LQVLGHUV� IRU� YDULRXV� UHDVRQV� KDG� D� KLJK� GH
IDFWR�RZQHUVKLS�VWDNH�SULRU�WR�SULYDWL]DWLRQ��:KHUH�WKLV�VWDNH�ZDV�ORZ��OLNH
LQ�&]HFKRVORYDNLD�� EX\RXWV� DUH� QRW� VSHFLILFDOO\�PHQWLRQHG� LQ� OHJLVODWLRQ�
%XW�HYHQ�KHUH�LQVLGHUV�KDG�VRPH�DGYDQWDJHV��%RUQVWHLQ��������/HJLVODWLRQ
GHFUHHG�WKDW�WKH�PDQDJHUV�ZHUH�VXSSRVHG�WR�SUHSDUH�WKH�EDVLF�SULYDWL]DWLRQ
SURSRVDO�� &RPSHWLQJ� SURMHFWV� FRXOG� EH� VXEPLWWHG� E\� SURVSHFWLYH� EX\HUV�
7KLV� JDYH� WKH� LQVLGHUV� D� FOHDU� LQIRUPDWLRQ� DGYDQWDJH�� DQG� DW� OHDVW� LQ� WKH
ILUVW�ZDYH�RI�SULYDWL]DWLRQ����SHU�FHQW�RI�DSSURYHG�SURMHFWV�KDG�RULJLQDWHG
ZLWK�WKH�PDQDJHUV��%XW�RQO\�UHODWLYHO\�IHZ�LQYROYHG�0%2V�DQG�LQ�SUDFWLFH
QRQH� LQYROYHG� (%2V� RU� 0(%2V�� 7KH� 0%2V� KDYH� XVXDOO\� QRW� SURYHQ
ILQDQFLDOO\�YLDEOH�



+XQJDU\��RQ�WKH�FRQWUDU\��HQFRXUDJHG�VLQFH������WKH�IRUPDWLRQ�RI�(%2V�DV
D� ZD\� WR� VSHHG� XS� WKH� SULYDWL]DWLRQ� RI� VPDOOHU� VWDWH�RZQHG� HQWHUSULVHV
WKURXJK� FORVHG� WHQGHUV��%\�$SULO� ������ ���� FRPSDQLHV� �ZLWK� RQ� DYHUDJH
����HPSOR\HHV��KDG�EHHQ�WKXV�SULYDWL]HG��%RUQVWHLQ��������7KH�SULYLOHJHV
JLYHQ� LQFOXGHG�� XQWLO� ������ D� QRPLQDO� FDVK� GRZQ� SD\PHQW� ZLWK
H[FHSWLRQDOO\�HDV\�WHUPV�JLYHQ�WR�FUHGLW�IRU�WKH�UHVW�RI�WKH�SULFH��6WLOO�� WKH
DFTXLUHG� GHEW� EXUGHQ� LV� WKH� PDMRU� SUREOHP� RI� WKHVH� HQWHUSULVHV�� ,W� LV
H[SHFWHG� WKDW� PDQ\� RI� WKHP� ZLOO� EH� EDQNUXSW� LQ� GXH� WLPH�� 7KHVH
SULYDWL]DWLRQV� ZHUH� DFWXDOO\� 0(%2V�� DV� D� UHODWLYHO\� VPDOO� QXPEHU� RI
PDQDJHUV� XVXDOO\� HPHUJHG� ZLWK� D� FRQWUROOLQJ� EORFN� RI� VKDUHV�� 7KH
PDQDJHPHQW� LQLWLDWHG� DQG� OHG� WKH� DFTXLVLWLRQ� DQG� LW� KDG� EHWWHU� DFFHVV� WR
FDVK� DQG� FUHGLW�� ,Q� H[FKDQJH� RI� FRQWLQXHG� FRQWURO� E\� WKH� PDQDJHUV�� WKH
QRQ�PDQDJHULDO�HPSOR\HHV�ZHUH�JLYHQ�D�GHJUHH�RI�HPSOR\PHQW�JXDUDQWHHV�

,Q�3RODQG��HPSOR\HHV�DFFXPXODWHG�LPSRUWDQW�SURSHUW\�ULJKWV�HVSHFLDOO\�LQ
WKH� ����
V�� EXW� WKH� DWWLWXGH� RI� WKH� ILUVW� SRVW�FRPPXQLVW� JRYHUQPHQW� WR
HPSOR\HH�RZQHUVKLS�ZDV�OXNHZDUP�DW�EHVW��7KHUHIRUH��WKH�UROH�RI�LQVLGHUV
EHFDPH� D� WHQGHQWLRXV� LVVXH� LQ� 3RODQG�� 2I� WKH� WZR� PDMRU� SULYDWL]DWLRQ
PHWKRGV� GHVLJQHG� LQ� WKH� ����� SULYDWL]DWLRQ� ODZ�� VRPHZKDW� SHFXOLDUO\
QDPHG� FDSLWDO� DQG� OLTXLGDWLRQ� SULYDWL]DWLRQ�� RQO\� WKH� ODWWHU� IDFLOLWDWHG
0(%2V��%XW�LV�ZDV�DOVR�WKH�SUHYDOHQW�RQH��%\�PLG�����������HQWHUSULVHV
KDG�EHHQ�SULYDWL]HG�E\�WKH�FDSLWDO�WUDFN�DQG�������E\�WKH�OLTXLGDWLRQ�WUDFN�
2I�WKH�ODWWHU�����SHU�FHQW�LQYROYHG�0(%2V��%XW�WKH�HQWHUSULVHV�SULYDWL]HG
E\� WKH� OLTXLGDWLRQ� PHWKRG� ZHUH� XVXDOO\� VPDOOLVK� ZLWK� OHVV� WKDQ� ���
HPSOR\HHV��,Q�WRWDO�VWDWH�SULYDWL]DWLRQ�UHYHQXH�LQ����������WKH�FDSLWDO�WUDFN
DFFRXQWHG�IRU����SHU�FHQW��%RUQVWHLQ�������

,Q�FDSLWDO�SULYDWL]DWLRQ��HPSOR\HH�FRXQFLOV�DUH�DEROLVKHG� LQ� WKH�FRXUVH�RI
FRUSRUDWL]DWLRQ�� ,Q� FRPSHQVDWLRQ�� HPSOR\HHV�ZHUH� RIIHUHG� WKH� SRVVLELOLW\
WR�EX\�XS�WR����SHU�FHQW�RI�VKDUHV�DW�KDOI�SULFH��0RUH�FRXOG�EH�ERXJKW�DW�WKH
PDUNHW�SULFH��EXW�RQO\� LQ� D� IHZ�FRPSDQLHV�GLG�HPSOR\HHV�DFTXLUH� IXOO� RU
GRPLQDQW�EORFNV�RI�VKDUHV�

/LTXLGDWLRQ� SULYDWL]DWLRQ� FDQ� PHDQ� HLWKHU� FRQYHQWLRQDO� EDQNUXSWF\�� RU� D
PRUH� FRPSOH[� SURFHVV� ZKHUH� WKH� DVVHWV� RI� D� VWDWH�RZQHG� FRPSDQ\� DUH
OHDVHG�� VROG� RU� RWKHUZLVH� WUDQVIHUUHG� WR� D� QHZ� SULYDWH� FRPSDQ\�� 7KXV�
DVVHWV�FRQWLQXH�ZRUNLQJ��EXW�XQGHU�QHZ�OHJDO�VWDWXV�DQG�RZQHUVKLS��0(%2
XVXDOO\�SURFHHGV�WKURXJK�D�OHDVH��0RUH�WKDQ�KDOI�RI�HQWHUSULVH�HPSOR\HHV
PXVW� EHFRPH� VKDUHKROGHUV� LQ� WKH� QHZ� FRPSDQ\�� 7KH\� PDNH� D� GRZQ
SD\PHQW�RI����SHU�FHQW�RI�WKH�ERRN�YDOXH�RI�WKH�ROG�FRPSDQ\��DQG�WKH�OHDVH



FRQWUDFW� LV� XVXDOO\� IRU� ����� \HDUV�� $IWHU� WKDW�� WKH� DVVHWV� EHFRPH� WUXH
SURSHUW\�RI� WKH�QHZ�FRPSDQ\��(PSOR\HHV�DFTXLUH�PDMRULW\�RI�VKDUHV��DQG
WKRXJK�WKH\�WHQG�WR�VHOO�VRPH�RI�WKHP��WKH�PDMRULW\�LV�NHSW�IRU�DW�OHDVW�D�IHZ
\HDUV��)LODWRWFKHY�HW�DO���������6WLOO��PDQDJHULDO�FRQWURO�RI�WKH�HQWHUSULVH�LV
UDUHO\�FKDOOHQJHG�

7KH� ILQDQFLDO� FRQGLWLRQ�DQG�SHUVSHFWLYHV�RI�0(%2�HQWHUSULVHV� LQ�3RODQG
YDULHV� QRWDEO\�� 8VXDOO\�� QRW� RQO\� VPDOOLVK� EXW� RIWHQ� DOVR� SUREOHPDWLF
HQWHUSULVHV� ZHUH� FKRVHQ� IRU� EX\RXWV�� &RQWUDU\� WR� IUHTXHQW� H[SHFWDWLRQV�
PDQ\�RI�WKHP�QRZ�VHHP�YLDEOH��WKRXJK�DFFHVV�WR�ILQDQFH�LV�D�ZLGHO\�FLWHG
SUREOHP��7KH�SDUWLDOLW\�RI�SURSHUW\�ULJKWV�XQGHU�OHDVHKROG��LQDELOLW\�WR�SD\
WKH�OHDVLQJ�IHHV�DQG��XVXDOO\�VHOI�LPSRVHG��UHVWULFWLRQV�RQ�WUDQVIHUDELOLW\�RI
VKDUHV�DUH�DPRQJ�RWKHU�FULWLFDO�LVVXHV�

����0DVV�SULYDWL]DWLRQ

,Q�PDVV�SULYDWL]DWLRQ��D�SRUWLRQ�RI�VWDWH�DVVHWV�DUH�WUDQVIHUUHG�IUHH�WR�DOO�WKH
FLWL]HQV�RI�WKH�FRXQWU\��7KH�WUDQVIHU�LV�LQ�SUDFWLFH�GRQH�WKURXJK�YRXFKHUV�WR
ZKLFK� DOO� FLWL]HQV� KDYH� SRWHQWLDOO\� HTXDO� DFFHVV�� (TXDO�DFFHVV� RU� PDVV
SULYDWL]DWLRQ� ZDV� WKH� EDVLF� SULYDWL]DWLRQ� PHWKRG� LQ� /LWKXDQLD� DQG� WKH
&]HFK�5HSXEOLF��DQG� LQ�D� VRPHZKDW�GLIIHUHQW� IRUP� LQ�5XVVLD��(VWRQLD��DV
QRWHG�DERYH��KDV�XVHG�YRXFKHUV�DV�RQH�RI�WKH�SULYDWL]DWLRQ�WRROV��,Q�3RODQG�
PDVV�SULYDWL]DWLRQ�ZDV�SODQQHG�IRU�DQG�GHEDWHG�IRU�\HDUV�EXW�LW�ZDV�VORZ�WR
JHW�XQGHUZD\�

7KH�DUJXPHQWV�LQ�IDYRXU�RI�HTXDO�DFFHVV�YRXFKHU�SULYDWL]DWLRQ�DUH�VHYHUDO
�/LSWRQ� DQG� 6DFKV� ������ %ODQFKDUG� HW� DO�� ������� 0DVV� SULYDWL]DWLRQ� LV
VSHHG\� DQG� DUJXDEO\� IDLU�� DV� DOO� FLWL]HQV� DUH� DPRQJ� WKH� EHQHILFLDULHV�� ,W
GRHV�QRW�GHPDQG�SRVVLEO\�QRQ�H[LVWLQJ�GRPHVWLF�FDSLWDO��DQG�WKH�VSHFWUH�RI
IRUHLJQ� FDSLWDO� LV� DOVR� DYRLGHG�� $QG� E\� SURPRWLQJ� SRSXODU� FDSLWDOLVP� LW
PD\� EH� KHOS� WKH� SROLWLFDO� IRUWXQHV� RI� WKH� UHIRUP� DQG� UHIRUPHUV�� $
GLVWULEXWLRQ�RI�YRXFKHUV�JLYHV�WKH�SRSXODWLRQ�WKH�IUHHGRP�RI�FKRLFH�DPRQJ
FRPSHWLQJ�LQYHVWPHQWV��DQG�WKH�HQVXLQJ�ZLGH�GLVSHUVDO�RI�VKDUHV�KHOSV�LQ
WKH� GHYHORSPHQW� RI� FDSLWDO� PDUNHWV�� %XW� RQ� WKH� RWKHU� KDQG� PDVV
SULYDWL]DWLRQ� PD\� UHGXFH� ILVFDO� UHYHQXH��� PD\� OHDG� WR� DQ� H[FHVVLYHO\

������������������������������������������
�� 7KLV� LV� QRW� QHFHVVDULO\� FUXFLDO�� )LUVW�� UHYHQXH� IURP� RWKHU� SULYDWL]DWLRQ�PHWKRGV� KDV
SURYHG� PXFK� OHVV� WKDQ� H[SHFWHG�� 6HFRQG�� SDUWLDO� PDVV� SULYDWL]DWLRQ� PLJKW� DFWXDOO\
HQKDQFH�UHYHQXH�LI�VDOH�SULFHV�ZHUH�LQFUHDVHG�EHFDXVH�RI�WKH�JUHDWHU�SROLWLFDO�FUHGLELOLW\
SRVVLEO\� FUHDWHG� E\� WKH� SUREDEOH� LUUHYHUVLELOLW\� RI� IDVW� PDVV� SULYDWL]DWLRQ�� )RU� WKH
WKHRUHWLFDO�DUJXPHQW�VHH�6FKPLGW��������DQG�6FKPLGW�DQG�6FKQLW]HU��������



GLVSHUVHG� RZQHUVKLS� DQG� WKXV� WR� SUREOHPV� RI� JRYHUQDQFH�� DQG� GRHV� QRW
LQIXVH� QHZ� FDSLWDO�� VNLOOV� DQG� WHFKQRORJLHV� WR� HQWHUSULVHV�� 7KH� IUHH
GLVWULEXWLRQ�RI�YRXFKHUV�PD\�IXHO� LQIODWLRQ��DQG�WKH�IUHHGRP�RI�FKRLFH�E\
YRXFKHU� KROGHUV� PD\� EH� LOOXVRU\� GXH� WR� ODFN� RI� LQIRUPDWLRQ� DQG� PDUNHW
LQIUDVWUXFWXUHV�

0DVV�SULYDWL]DWLRQ�ZDV�SURSRVHG�LQ�5XVVLDQ�VDPL]GDW� LQ������DQG�RSHQO\
LQ�3RODQG�LQ�������VHH�/HZDQGRZVNL�DQG�6]RPEXUJ��������6HYHUDO�RWKHU
SURSRVDOV� IROORZHG�� /HZDQGRZVNL� ZDV� PDGH� WKH� PLQLVWHU� LQ� FKDUJH� RI
SULYDWL]DWLRQ� LQ� ������ +H� SURSRVHG� D� VPDOOLVK� SURJUDPPH� RI� VRPH� ���
HQWHUSULVHV�� ZKRVH� PDMRULW\� RI� VKDUHV� ZRXOG� EH� WUDQVIHUUHG� WR� D� OLPLWHG
QXPEHU�RI�LQYHVWPHQW�IXQGV�WR�EH�HVWDEOLVKHG�E\�WKH�VWDWH��7KLV�ZDV�D�FOHDU
FRQWUDVW�ZLWK� WKH� GRZQ�WR�XS� DSSURDFK� RI� WKH�&]HFKRVORYDN� SURJUDPPH�
6RPH�VKDUHV�ZRXOG�DOVR�EH�JLYHQ�IUHH�WR�HPSOR\HHV��RWKHUV�UHWDLQHG�E\�WKH
VWDWH� WUHDVXU\�� (DFK� FLWL]HQ� FRXOG� DFTXLUH� IRU� D� QRPLQDO� IHH� D� WUDGDEOH
RZQHUVKLS� FHUWLILFDWH� LQ� HDFK� IXQG�� (DFK� IXQG� ZRXOG� EH� UXQ� E\� D
FRQVRUWLXP� RI� VHYHUDO� 3ROLVK� DQG� IRUHLJQ� PDQDJHPHQW� DQG� EDQNLQJ
FRPSDQLHV��7KHUH�ZRXOG�EH�RQH� IXQG� FRQWUROOLQJ� HDFK�RI� WKH� HQWHUSULVHV�
7KH� IXQGV�ZRXOG� EH� UHVSRQVLEOH� IRU� UHVWUXFWXULQJ� WKH� HQWHUSULVHV� VR� WKDW
HYHQWXDOO\�WKH\�FRXOG�EH�SULYDWL]HG�E\�VDOH�

7KH�SURJUDPPH�VHHPHG�ZHOO�FUDIWHG��FRPELQLQJ�WKH�ILQDO�JRDO�RI�VDOH�ZLWK
IRUHLJQ� SUH�SULYDWL]DWLRQ� H[SHUWLVH� DQG� WKH� VDWLVIDFWLRQ� RI� HPSOR\HHV� DV
VWDNHKROGHUV��(DFK�FLWL]HQ�ZRXOG�JHW�D�VLPLODU�SRUWIROLR�LQ�WKH�IXQGV��VR�QR
FKRLFH� LQ� IDFH� RI� XQFHUWDLQW\� ZRXOG� EH� IRUFHG� XSRQ� WKHP�� %XW� WKH
SURJUDPPH�ZDV�DOVR�KXJHO\�FRPSOH[��LW�OHIW�PDMRULW\�RZQHUVKLS�ZLWK�VWDWH�
FUHDWHG�ERGLHV��LW�ZRXOG�JHQHUDWH�QR�LPPHGLDWH�ILVFDO�UHYHQXH�WKRXJK�WKDW
ZDV�EDGO\�QHHGHG�ERWK�IRU�WKH�EXGJHW�DQG�IRU�VHUYLFLQJ�IRUHLJQ�GHEW��DQG�LW
OHIW� QR� LPPHGLDWH� FKRLFH� ZLWK� WKH� FLWL]HQV�� ,Q� VSLWH� RI� VXFK� GRXEWV�� WKH
/HZDQGRZVNL� SODQ� ZDV� VWURQJO\� HQGRUVHG� E\� WKH� LQWHUQDWLRQDO� ILQDQFLDO
LQVWLWXWLRQV�� 1RWZLWKVWDQGLQJ� VRPH� DPHQGPHQWV� �%RUQVWHLQ� ������� LW� JRW
VWXFN�LQ�WKH�SROLWLFDO�SURFHVV��ZDV�RQO\�DFFHSWHG�E\�WKH�SDUOLDPHQW�LQ�$SULO
������WKHQ�E\�WKH�QHZ�OHIW�RI�FHQWUH�SULPH�PLQLVWHU�LQ�'HFHPEHU�������DQG
ZDV�ILQDOO\�GHIHDWHG�LQ�D�UHIHUHQGXP�LQ�HDUO\�������2QO\�D�OLPLWHG�YHUVLRQ
ZLWK� ���� HQWHUSULVHV� DQG� ��� QDWLRQDO� LQYHVWPHQW� IXQGV� LV� EHLQJ
LPSOHPHQWHG�� WKRXJK� FLWL]HQV¶� LQWHUHVW� LQ� UHFHLYLQJ� YRXFKHUV� ZDV� PXFK
KLJKHU�WKDQ�H[SHFWHG��9RXFKHUV�KDYH�DOUHDG\�EHHQ�H[FKDQJHG�IRU�QDWLRQDO
LQYHVWPHQW�IXQG�VKDUHV��ZKLFK�EHFDPH�WUDGDEOH�LQ�-XQH�������.RORGNR�DQG
1XWL�������



7KH� &]HFKRVORYDN� SURJUDPPH� GLIIHUHG� IURP� WKH� 3ROLVK� FDVH� LQ� IRXU
LPSRUWDQW� UHVSHFWV�� )LUVW�� LW�ZDV� QRW� JHDUHG� DW� HQWHUSULVH� UHVWUXFWXULQJ� E\
VWDWH�HVWDEOLVKHG� IXQGV�� DV� WKH� /HZDQGRZVNL� SODQ�� ,W� DLPHG� DW� D� ZLGH
GLVWULEXWLRQ�RI� VKDUHV�DPRQJ� WKH�SRSXODWLRQ��6HFRQG�� LW�GLG�QRW�GLVWULEXWH
DPRQJ� WKH� SRSXODWLRQ� D� SUHGHWHUPLQHG� SRUWIROLR� RI� IXQG� VKDUHV�� EXW
YRXFKHUV� ZLWK� ZKLFK� WKH� SRSXODWLRQ� FRXOG� H[HUFLVH� IUHHGRP� RI� FKRLFH�
7KLUG�� WKRXJK� LQYHVWPHQW� IXQGV� ZHUH� SODQQHG� IRU�� WKH\� ZHUH� QRW� WR� EH
VWDWH�HVWDEOLVKHG�EXW�VKRXOG�DULVH�IURP�WKH�PDUNHWV��)RXUWK��FRQWUDU\�WR�WKH
3ROLVK� FDVH�� WKH� &]HFK� SURJUDPPH�ZDV� LPSOHPHQWHG� IDVW� DQG� LQ� D� ODUJH
VFDOH�

7KH�&]HFK�PDVV�SULYDWL]DWLRQ�ZDV�DQ� LPSUHVVLYH�DGPLQLVWUDWLYH� IHDW��7KH
SULYDWL]DWLRQ� ODZ�ZDV�SDVVHG��HQWHUSULVHV� WR�EH�DIIHFWHG�ZHUH�GHWHUPLQHG�
SULYDWL]DWLRQ� SURMHFWV� ZHUH� QHJRWLDWHG�� WKH� ERRNV� RI� YRXFKHUV� ZHUH
GLVWULEXWHG� DPRQJ� WKH� SRSXODWLRQ� DQG� WKH� ILUVW� ZDYH� RI� FRPSXWHU�EDVHG
FHQWUDOL]HG�YRXFKHU�DXFWLRQV�ZHUH�KHOG�LQ����������%HFDXVH�RI�WKH�VSOLW�RI
WKH�FRXQWU\��WKH�VHFRQG�ZDYH�ZDV�GHOD\HG�XQWLO������EXW�VWLOO�WKH�SURFHVV
ZDV�D�VSHHG\�RQH��&UXFLDOO\��LW�DOVR�SURGXFHG�DQ�XQLQWHQGHG�EXW�ZHOFRPH
LQVWLWXWLRQDO� GHYHORSPHQW� LQ� WKH� IRUP� RI� LQYHVWPHQW� IXQGV� WKDW� FROOHFWHG
DERXW� WZR�WKLUGV� RI� WKH� YRXFKHU� SRLQWV� DQG� EHFDPH� QRW� RQO\� LPSRUWDQW
ILQDQFLDO� LQWHUPHGLDULHV� EXW� DOVR� FHQWUDO� IRU� FRUSRUDWH� JRYHUQDQFH�� 7KH
JRYHUQPHQW�KDG�H[SHFWHG�GLVSHUVHG�SRSXODU�FDSLWDOLVP�� LQ� IDFW�DOPRVW�DOO
RI�WKH�ODUJHVW�LQYHVWPHQW�IXQGV�DUH�GRPLQDWHG�E\�&]HFK�EDQNV��WKHPVHOYHV
RIWHQ� ZLWK� ODUJH� UHPDLQLQJ� JRYHUQPHQW� VWDNHV�� ,Q� PLG� ����� WKHUH� ZHUH
DERXW�VL[�PLOOLRQ�LQGLYLGXDO�VKDUHKROGHUV��%\�WKH�HQG�RI�������DQ�HVWLPDWHG
RQH� WKLUG� RI� WKHP� KDG� DOUHDG\� VROG� WKHLU� VKDUHV� LQ� PRVW� FDVHV� WR� IXQGV
�2(&'�����������

,Q� 0DUFK� ����� LQ� /LWKXDQLD�� D� ODZ� ZDV� LQWURGXFHG� FDOOLQJ� IRU� YRXFKHU
SULYDWL]DWLRQ��,Q�DGGLWLRQ�WR�WKH�XVXDO�DUJXPHQWV��YRXFKHUV�ZHUH�DGYRFDWHG
DV�D�ZD\�RI�NHHSLQJ�5XVVLDQ�PRQH\�RXW���HYHQ�WKH�FXUUHQF\�UHIRUP�KDG�QRW
\HW� WDNHQ� SODFH� �6DPRQLV� ������ ����� 0RUH� WKDQ� LQ� WKH� &]HFK� UHSXEOLF�
DERXW� WZR�WKLUGV� RI� VWDWH�RZQHG� SURSHUW\� ZDV� WR� EH� VXEMHFW� WR� PDVV
SULYDWL]DWLRQ�� ,Q� DGGLWLRQ�� YRXFKHUV�ZHUH� DOVR� XVHG� IRU� KRXVLQJ� DQG� ODQG
SULYDWL]DWLRQ�� 7R� PLQLPL]H� DQ\� LQIODWLRQDU\� LPSDFW�� YRXFKHUV� ZHUH
RULJLQDOO\�RQO\�OHJDOO\�WUDQVIHUDEOH�WR�UHODWLYHV��7KLV�UHVWULFWLRQ�ZDV�UHOD[HG
LQ�������9RXFKHUV�ZHUH�GLVWULEXWHG�WR�DOO�FLWL]HQV��LQ�UHODWLRQ�WR�DJH�VR�WKDW
HOGHUO\�SHRSOH�JRW�ILYH�WLPHV�PRUH�WKDQ�WKH�\RXQJHVW�RQHV��9RXFKHUV�ZHUH
XVHG�LQ�DXFWLRQV�LQ�D�IL[HG�FRPELQDWLRQ�ZLWK�FDVK�



8QOLNH� LQ� WKH� &]HFK� UHSXEOLF�� /LWKXDQLDQ� YRXFKHU� SULYDWL]DWLRQ� ZDV
GHFHQWUDOL]HG� LQWR� SUH�DQQRXQFHG� DXFWLRQV�� VKDUH� VXEVFULSWLRQV� DQG�
VRPHZKDW� ODWHU�� EXVLQHVV� SODQ�EDVHG� WHQGHUV�� 7KH� UHJXODWLRQV� GLUHFWLQJ
SULYDWL]DWLRQ�ZHUH�DOVR�DPHQGHG�TXLWH� IUHTXHQWO\�� ,Q�SDUWLFXODU��HPSOR\HH
SULYLOHJHV�ZHUH�HQKDQFHG�LQ�������QRZ�JLYLQJ�WKHP�WKH�ULJKW�WR�EX\����SHU
FHQW� RI� VKDUHV� LQVWHDG� RI� WKH� HDUOLHU� ��� SHU� FHQW�� /RFDO� DQG� PLQLVWHULDO
GHFLVLRQV�ZHUH� RIWHQ� FUXFLDO�� DQG� WKLV� KDV� OHDG� WR� IUHTXHQW� DOOHJDWLRQV� RI
IUDXG�� FRUUXSWLRQ� DQG� LQVLGHU� WUDGLQJ�� 7KHUH� ZDV� QR� XQLILHG� PDUNHW� IRU
YRXFKHUV�� EXW� WKHLU� SULFH� YDULHG� DFURVV� UHJLRQV� DQG� RYHU� WLPH�� 6HYHUDO
KXQGUHGV� �WKH� DFWXDO� ILJXUH� LV� XQNQRZQ�� RI� LQYHVWPHQW� IXQGV�� PDQ\� RI
WKHP� XQOLFHQVHG�� VSUDQJ� XS�� 3UREDEO\� PRVW� /LWKXDQLDQV� SODFHG� WKHLU
YRXFKHUV� LQ� WKH�IXQGV��$OUHDG\�E\� WKH�HQG�RI������KDOI�RI�DOO�HQWHUSULVHV
ZHUH�LQ�SULYDWH�KDQGV�

7KH� VSHHG� RI� /LWKXDQLDQ� SULYDWL]DWLRQ� KDG� D� SULFH�� (YHQ� WKH� UHOHYDQW
VWDWLVWLFV�DUH�KLJKO\�VXVSHFW��DQG�HQWHUSULVHV�ZHUH�SULYDWL]HG�WRJHWKHU�ZLWK
WKHLU�GHEW��DUUHDUV�DQG�VRFLDO�DVVHWV��7KHUH�ZDV�QR�SULRU� UHVWUXFWXULQJ�DQG
QRW�HYHQ�D�SURSHU�DVVHW�YDOXDWLRQ��%HFDXVH�RI� WKH�H[WHQW�RI� LUUHJXODULWLHV�
SULYDWL]DWLRQ� HYHQ� KDG� WR� EH� VWRSSHG� IRU� D� ZKLOH� LQ� ��������� 7KH
LQYHVWPHQW� IXQGV� DUH� UDWKHU� OHVV� WKDQ� SHUIHFWO\� UHJXODWHG�� DQG� RIWHQ� IRUP
LQIRUPDO�JURXSLQJV�ZLWK�ODUJHU�VWDNHV�WKDQ�WKH����SHU�FHQW�RI�DQ�SULYDWL]HG
HQWHUSULVH¶V�DXWKRUL]HG�FDSLWDO�OHJDOO\�SRVVLEOH��5HFHQW�OHJLVODWLRQ�GHPDQGV
WKDW� WKH\� EH� WUDQVIRUPHG� LQWR� RSHQ�HQG� PXWXDO� IXQGV�� 6RPH� ZLOO� GR� VR�
PRVW�ZLOO�WUDQVIHU�WKHLU�DVVHWV�WR�RWKHU�LQVWLWXWLRQV��7KH\�KDYH�VHUYHG�WKHLU
SXUSRVH� E\� WUDQVIRUPLQJ� DQ� HTXDO�DFFHVV� YRXFKHU� SULYDWL]DWLRQ� LQWR� D
GRPLQDQFH�RI�LQVLGHUV�DQG�RIWHQ�VKDG\�EXVLQHVV�JURXSLQJV�

����7KH�SHFXOLDU�5XVVLDQ�FDVH

,Q�5XVVLD��D� WRWDO�RI���������REMHFWV�ZHUH�SULYDWL]HG�E\� WKH�HQG�RI������
DPRQJ� WKHP� DERXW� ������� LQ� PDVV� SULYDWL]DWLRQ�� $ERXW� ������� ILUPV
UHPDLQ�DV�IHGHUDO�DVVHWV��PRUH�LQ�VXEQDWLRQDO�RZQHUVKLS���,Q�:RUOG�%DQN
FODVVLILFDWLRQ��5XVVLDQ�PDVV�SULYDWL]DWLRQ�LV�UHJDUGHG�DV�DQ�0(%2��7KLV�LV
MXVWLILHG�LQ�WKDW�HQWHUSULVH�LQVLGHUV�GLG�KDYH�WKH�NH\�UROH��%XW�DV� WKH�SULFH
SDLG� IRU� VKDUHV� ZDV� QRPLQDO�� 5XVVLD¶V� YRXFKHU� SULYDWL]DWLRQ� DFWXDOO\
DPRXQWV� WR� D� SUHIHUHQWLDO� JLYH�DZD\�� 2Q� DYHUDJH�� WKH� JHQHUDO� GLUHFWRUV

������������������������������������������
��,]YHVWLD����$SULO������



VXUYH\HG�E\�%ODVL�DQG�RWKHUV��%ODVL�HW�DO������������LQ������DQG������VDLG
WKDW�WKH\�KDG�SDLG����WLPHV�OHVV�WKDQ�WKH�HQWHUSULVHV�ZHUH�ZRUWK��

7KLV�ZDV�SUREDEO\�QRW�WKH�LQWHQWLRQ��(DUO\�5XVVLDQ�GLVFXVVLRQ�HPSKDVL]HG
WKH� QHHG� IRU� D� VWUDWHJ\� FRPELQLQJ� JHQHUDO� VDOHV� ZLWK� VRPH� VWDNHKROGHU
SUHIHUHQFHV� DQG� JHQHUDO� SXEOLF� SULYLOHJHV� �%RUQVWHLQ�� ������ /DLQHOD� DQG
6XWHOD�� ������� (YHQ� WKH� SULYDWL]DWLRQ� SURJUDPPH� VWLOO� VHW� WKH� SULRULW\� RQ
VDOHV��EXW�WZR�XQIRUHVHHQ�HYHQWV�LQWHUYHQHG��)LUVW��D�SROLWLFDO�FRPSURPLVH
JDYH� WKH�HQWHUSULVHV� WKH�SRVVLELOLW\�RI� FKRRVLQJ�EHWZHHQ� WKUHH�DOWHUQDWLYH
SULYDWL]DWLRQ�SDWKV��0RVW�HQWHUSULVHV�FKRVH�WKH�RSWLRQ�JLYLQJ�ZRUNHUV�DQG
PDQDJHUV�WKH�ULJKW�WR�EX\����SHU�FHQW�RI�YRWLQJ�VKDUHV�DW�D�SULFH�VHW�DW����
WLPHV�WKH���-XO\������ERRN�YDOXH��7KLV�ZDV�SDLG�SDUWO\�LQ�PRQH\��PRVWO\�LQ
YRXFKHUV��6HFRQG��5XVVLDQ� VWDELOL]DWLRQ� IDLOHG�� DQG� WKH� KLVWRULFDOO\� EDVHG
VKDUH�SULFH�WKDW�KDG�DOZD\V�EHHQ�YHU\�ORZ�EHFDPH�QHJOLJLEOH�

7KH� 5XVVLDQ� SULYDWL]HUV� ZRXOG� KDYH� SUHIHUUHG� �VHH� &KXEDLV� DQG
9LVKQHYVND\D� �������� HQWHUSULVHV� WR� FKRRVH� DQRWKHU� RSWLRQ�� RQH� WKDW
ZRXOG� KDYH� JLYHQ� LQVLGHUV� D� TXDUWHU� RI� QRQ�YRWLQJ� VKDUHV� IUHH�� WRJHWKHU
ZLWK�D�SRVVLELOLW\�WR�EX\�XS�WR����SHU�FHQW�RI�YRWLQJ�VKDUHV�ZLWK�D�GLVFRXQW�
7KH�GDQJHUV�RI�LQVLGHU�GRPLQDWLRQ�ZHUH�XQGHUVWRRG�ZHOO�HQRXJK��%XW�DIWHU
WKH� SRVVLELOLW\� RI� LQVLGHU� SULYDWL]DWLRQ� KDG� EHHQ� DOORZHG�� LW� DOPRVW
LQHYLWDEO\� EHFDPH� WKH� GRPLQDQW� RQH�� )URP� WKH� HPSOR\HH� SRLQW� RI� YLHZ�
VKDUH� RZQHUVKLS� ZDV� RIWHQ� XQGHUVWRRG� DV� DQ� LPSOLFLW� HPSOR\PHQW
JXDUDQWHH��DQG�DQ\ZD\�WKH�WKUHVKROG�RI�LQYHVWLQJ�LQ�DQRWKHU�FRPSDQ\�ZDV
KLJK��)RU�PDQDJHUV��RZQLQJ�RQH¶V�FRPSDQ\�PHDQW�WKH�OHJDOL]DWLRQ�RI�WKRVH
SURSHUW\� ULJKWV� WKDW� KDV� HPHUJHG� DV� FHQWUDO� PDQDJHPHQW� ZDV� ILUVW
ZHDNHQHG�DQG�WKHQ�PRVWO\�DEROLVKHG��,Q�VHYHUDO�FDVHV��FRPSDQ\�PDQDJHUV
WULHG�DQG�DOVR�VXFFHHGHG�LQ�SUHYHQWLQJ�RXWVLGHUV�IURP�DFTXLULQJ�VKDUHV�

������������������������������������������
�� 6XFK� ILJXUHV� DUH� SUREDEO\� EDVHG� RQ� D� FRPSDULVRQ� ZLWK� ERRN� YDOXHV�� $FFRUGLQJ� WR
3RSRY���������SULFHV�SDLG�KDYH�EHHQ�RQH�RU�WZR�SHU�FHQW�RI�ERRN�YDOXHV��&KHDVW\�DQG
'DYLV��������VLPLODUO\�HVWLPDWH�WKDW�LQ�WKH�IRUPHU�6RYLHW�8QLRQ�DV�D�ZKROH�JRYHUQPHQW
SULYDWL]DWLRQ� UHYHQXH� KDV� VR� IDU� EHHQ� ���� SHU� FHQW� RI� WKH� ERRN� YDOXH� RI� DVVHWV�� %XW
QDWXUDOO\�ERRN�YDOXHV� IRU�FRPSDQLHV� WKDW�KDYH�QHYHU�ZRUNHG� LQ�D�PDUNHW�HQYLURQPHQW
DUH�DUELWUDU\�DQG�SUREDEO\��JLYHQ�ZKDW�ZH�KDYH�VHHQ�RI� WKH�FRPSHWLWLYHQHVV�RI� IRUPHU
6RYLHW�SODQWV��RQ�WKH�KLJK�VLGH��)RU�PDQ\�ILUPV��DQ\�SRVLWLYH�ERRN�YDOXH�LV�WRR�KLJK�

��� 7ZR� \HDUV� ODWHU�� WKH� VDPH� DXWKRUV� �&KXEDLV� DQG� 9LVKQHYVND\D� ������ ���� DUH� QR
ORQJHU� H[SOLFLW� RQ� WKLV� EXW� GR� HPSKDVL]H� WKDW� YRXFKHU� SULYDWL]DWLRQ� 
ZLOO� QRW� VROYH
VHYHUDO�NH\�SUREOHPV��QDPHO\��KRZ�WR�SURYLGH�DQ�³HIILFLHQW´�RZQHU��DW�OHDVW�DW�WKH�LQLWLDO
VWDJH���HIIHFWLYH�VWUXFWXUDO�UHIRUPV��DQG�FDSLWDO�LQIORZ
�



$IWHU�YRXFKHU�SULYDWL]DWLRQ�KDG�EHHQ�FRPSOHWHG��D�VHFRQG�SKDVH�RI�5XVVLDQ
SULYDWL]DWLRQ�ZDV�LPSOHPHQWHG�DIWHU�PXFK�GHOD\�LQ�ODWH�������7KH�SODQ�ZDV
WR� VHOO� UHPDLQLQJ� VWDWH� VWRFN� WKURXJK� DXFWLRQV� DQG� LQYHVWPHQW� WHQGHUV�� ,Q
SUDFWLFH� SULYDWL]DWLRQ� KDG� EHFRPH� SROLWLFDOO\� FRQWURYHUVLDO� DQG� LW� QHDUO\
VWRSSHG��1LQH�RXW�RI�WHQ�SULYDWL]HG�HQWHUSULVHV�VXUYH\HG�LQ������VDLG�WKDW
WKH\�KDG�QHYHU�KDG�DQ�LQYHVWPHQW�WHQGHU��7KUHH�RXW�RI�IRXU�KDG�KDG�QR�FDVK
DXFWLRQV� �%ODVL� HW� DO�� ������ ���� ����� *RYHUQPHQW� UHYHQXH� IURP
SULYDWL]DWLRQ�ZDV�DOVR�PXFK� OHVV� WKDQ�H[SHFWHG�� ,Q������� IHGHUDO� UHYHQXH
ZDV�SODQQHG�WR�DPRXQW�WR������SHU�FHQW�RI�*'3��RU��������ELOOLRQ�585��
EXW�RQO\�������ELOOLRQ�ZDV�UHFHLYHG����)RU�������UHYHQXHV�RI�RQO\������SHU
FHQW� RI�*'3� ������� ELOOLRQ�585��ZHUH� ILUVW� SODQQHG�� EXW� DV� WKH� JHQHUDO
UHYHQXH� EDVLV� RI� WKH� EXGJHW� FROODSVHG�� WKH� JRDO� ZDV� VWHS�ZLVH� UDLVHG� WR
DERXW��������ELOOLRQ�585�

7KRXJK�DURXQG�������ILUPV�ZHUH�SULYDWL]HG�LQ���������WKH�VHFRQG�SKDVH�RI
5XVVLDQ� SULYDWL]DWLRQ�ZDV� D� FOHDU� IDLOXUH�� DQG� SROLWLFDO� WXUPRLO� DURXQG� LW
FRQWLQXHG�� 2QH� UHDVRQ� IRU� WKLV� ZDV� DOVR� WKH� IDFW� WKDW� WKH� PDMRU� SDUW� RI
DFWXDO�SULYDWL]DWLRQ� LQ������FRQVLVWHG�RI� D� 
ORDQV�IRU�VKDUHV
� VFKHPH��7KH
VWDWH�DXFWLRQHG�DPRQJ�EDQNV�WKH�ULJKW�WR�DFTXLUH�PDMRU�EORFNV�RI�VKDUHV�LQ
VRPH�RI� WKH�EHVW�NQRZQ�DQG�SRWHQWLDOO\�ZHDOWK\�HQWHUSULVHV��7KH� VFKHPH
ZDV�SODQQHG�IRU����FRPSDQLHV�EXW�LQ�WKH�HQG�RQO\�FRQFHUQHG�WZHOYH��7KH
KLJKHVW�DFFHSWHG�ELG�JDYH�WKH�ZLQQHU�FXVWRG\�RYHU�VKDUHV�LQ�H[FKDQJH�RI�D
ORDQ�JLYHQ�WR�WKH�WUHDVXU\��,Q�SULQFLSOH��WKH�ORDQ�ZRXOG�EH�SUHSDLG�DQG�WKH
VKDUHV� WKHQ� VROG�� ZLWK� WKH� VWDWH� DQG� WKH� FXVWRGLDQ� VKDULQJ� DQ\� SURILW�� ,Q
SUDFWLFH�� LW� ZDV� H[SHFWHG� IURP� WKH� YHU\� EHJLQQLQJ� WKDW� WKH� VWDWH� ZLOO� EH
XQDEOH�WR�SD\�WKH�ORDQ�EDFN��DQG�WKH�FXVWRGLDQ�EHFRPHV�WKH�RZQHU�RI� WKH
VKDUHV��ZKLFK�FDQ�WKHQ�EH�VROG��$FFRUGLQJ�WR�WKH�RULJLQDO�ORDQV�IRU�VKDUHV
DJUHHPHQWV�� EDQNV�ZHUH� WR� VWDUW� DXFWLRQLQJ� WKH� VKDUHV� KHOG� LQ� FXVWRG\� LQ
6HSWHPEHU�������$FWXDOO\��WKLV�RQO\�VWDUWHG�LQ�D�VPDOO�VFDOH�LQ�HDUO\������
DJDLQ�DPLGVW�FRQWURYHUV\�

,Q� SULQFLSOH� WKH� ORDQV�IRU�VKDUHV� VFKHPH� PLJKW� KDYH� SURYLGHG� D
FRXQWHUZHLJKW� WR� LQVLGHU�RZQHUVKLS��EXW� LW� LV�HDV\� WR� VHH�ZK\� WKH�VFKHPH
SURYRNHG�VR�PXFK�FRQWURYHUV\� LQ�SUDFWLFH��7KH� ULJKW� WR�SDUWLFLSDWH� LQ� WKH
VFKHPH�ZDV�RIWHQ�DXFWLRQHG�DW�D�YHU\� ORZ�SULFH��DQG� WKH�KLJKHVW�ELG�ZDV
VRPHWLPHV� QRW� DFFHSWHG�� 7\SLFDOO\�� WKH� VKDUHV� HQGHG� ZLWK� D� EDQN� ZLWK
FORVH�WLHV�WR�WKH�FRPSDQ\�LQYROYHG��$QG�LQ�WKH�IHZ�FDVHV�ZKHQ�WKH�VKDUHV

������������������������������������������
���6HJRGQ\D�����-DQXDU\������
���,]YHVWLD����$SULO������



KDYH�DOUHDG\�EHHQ�VROG�� WKH�QHZ�RZQHU�DJDLQ� WHQGV� WR�EH�VRPHERG\�ZLWK
FORVH�WLHV�WR�WKH�FRPSDQ\���DQG�WR�WKH�EDQN�VHOOLQJ�WKH�VKDUHV�

/LNH� LQ� 3RODQG�� WKH� FXUUHQW� 5XVVLDQ� HPSKDVLV� LV� RQ� FDVK� VDOH� RI� PDMRU
JRYHUQPHQW� EORFNV� RI� VKDUHV�� HVSHFLDOO\� LQ� D� KDQGIXO� RI� HQHUJ\� DQG
LQIUDVWUXFWXUH� FRPSDQLHV�� $OVR�� OLNH� LQ� 3RODQG�� WKH� RWKHU� HPSKDVLV� LV� RQ
LPSURYHG�JRYHUQDQFH�RI�UHPDLQLQJ�VWDWH�DVVHWV�

,9 287&20(6�2)�35,9$7,=$7,21

����&RXOG�SULYDWL]DWLRQ�EH�SODQQHG"

3ULYDWL]DWLRQ� LV�D�SROLF\�SURMHFW�ZKLFK� UHDOO\�FRXOG�QRW�EH�SODQQHG��(YHQ
DVVXPLQJ� WKDW� WKH�JRYHUQPHQW�ZDV�DEOH� WR�SUHVHQW� D�SULYDWL]DWLRQ�SODQ� WR
WKH� SDUOLDPHQW�� WKH� SDUOLDPHQW�PLJKW� QRW� SDVV� LW� �� DV� KDSSHQHG� WR� 3ROLVK
PDVV�SULYDWL]DWLRQ���RU�WRWDOO\�QHZ�SULYDWL]DWLRQ�PHWKRGV�PLJKW�EH�DGGHG�WR
WKH� RQHV� SURSRVHG�� 7KLV� ZDV� WKH� FDVH� ZLWK� 5XVVLDQ� LQVLGHU� SULYDWL]DWLRQ
DQG�&]HFK�UHVWLWXWLRQ��,Q�(VWRQLD��D�FRXQWU\�ZKLFK�LV�UHJDUGHG�D�PRGHO�RI
SROLF\� FRQVLVWHQF\�� VXFFHVVLYH� JRYHUQPHQWV� HPSKDVL]HG� HLWKHU� UHVWLWXWLRQ
DQG�YRXFKHUV�RU�VDOHV��%XW�ZKHQ�WKH�ODWWHU�SDWK�ZDV�ILQDOO\�FKRVHQ��LW�ZDV
SXUVXHG�ZLWK�QRWDEOH�GHWHUPLQDWLRQ�

,Q� RWKHU� FDVHV� �� +XQJDULDQ� UHVWLWXWLRQ� DQG� 5XVVLDQ� PXOWLSOLFLW\� RI
SULYDWL]DWLRQ� RSWLRQV� DUH� FOHDU� H[DPSOHV� �� LQWHUQDO� JRYHUQPHQW� GLYLVLRQV
KDG�D�PDMRU�LPSDFW�XSRQ�WKH�FKRLFH�RI�PHWKRGV�

2EYLRXVO\�� YDULDWLRQ� LQ� VWDWH� FDSDELOLW\� PDWWHUHG�� ,Q� /LWKXDQLD�
SULYDWL]DWLRQ� VHHPV� WR� KDYH� EHHQ� VXFK� D� VSRQWDQHRXV� DQG� GHFHQWUDOL]HG
SURFHVV� WKDW� LW� HYHQ�KDG� WR�EH�VWRSSHG� IRU�D�SHULRG�RI� WLPH��2Q� WKH�RWKHU
KDQG� WKH� &]HFK� 5HSXEOLF� DQG�� JLYHQ� WKH� KLVWRU\�� SHUKDSV� VRPHZKDW
VXUSULVLQJO\�(VWRQLD�ZHUH�JHQHUDOO\�ZHOO�DEOH�WR�PDQDJH�SULYDWL]DWLRQ��%XW
HYHQ� LQ� WKHVH� FRXQWULHV� WKH� GLVWULEXWLRQ� RI� SURSHUW\� ULJKWV� SURGXFHG� E\
SULYDWL]DWLRQ�GLYHUJHG�IURP�WKH�RQH�RULJLQDOO\�FRQFHLYHG��,Q�WKDW�VHQVH�QRW
HYHQ�WKHVH�FRXQWULHV�ZHUH�FDSDEOH�RU�ZLOOLQJ�WR�H[HUFLVH�FORVH�UHJXODWLRQ�

����:KR�RZQV�WKH�HQWHUSULVHV"

,QIRUPDWLRQ�RQ�WKH�GLVWULEXWLRQ�RI�SURSHUW\�VHHPV�WR�EH�ZRUVW�LQ�WKH�%DOWLF
VWDWHV�� 1R� JOREDO� SHUFHQWDJHV� FRQFHUQLQJ�� IRU� LQVWDQFH�� WKH� VKDUHV� RI



LQVLGHUV� DQG� RXWVLGHUV�� RI� IRUHLJQ� DQG� GRPHVWLF� RZQHUV�� RI� ILQDQFLDO
LQVWLWXWLRQV�DQG�RWKHUV��DQG�RI�WKH�H[LVWHQFH�RI�EORFN�RZQHUV�DUH�DYDLODEOH
HLWKHU�LQ�(VWRQLD�RU�LQ�/LWKXDQLD��7KH�EHVW�LQIRUPDWLRQ�FRPHV�IURP�VXUYH\V
UHSRUWHG�E\�-RQHV���������,Q�/LWKXDQLD��LW�LV�JHQHUDOO\�EHOLHYHG�WKDW�HTXDO�
DFFHVV�YRXFKHU�SULYDWL]DWLRQ�DFWXDOO\�OHDG�WR�SUHYDOHQW�LQVLGHU�GRPLQDQFH�
ZKLFK� LV� QRZ� FRPSOHPHQWHG� E\� DQ� HPHUJHQFH� RI� SHUKDSV� VL[� RU� HLJKW
UHODWLYHO\� VWURQJ� ILQDQFLDO� JURXSLQJV�� ,Q� D� VDPSOH� VXUYH\HG� LQ�PLG� �����
LQVLGHU�RZQHUVKLS�DYHUDJHG�EHWZHHQ����DQG����SHU�FHQW�RI�DYDLODEOH�VKDUHV�
$OPRVW�D�TXDUWHU�RI�ILUPV�ZHUH�PDMRULW\�LQVLGHU�RZQHG�DQG�D�WKLUG�LQVLGHU�
GRPLQDWHG�

,Q�(VWRQLD� WKH� VKDUH� RI� LQVLGHU� RZQHUVKLS� LV� VXUSULVLQJO\� KLJK�� JLYHQ� WKH
SULYDWL]DWLRQ�PHWKRG�FKRVHQ��-RQHV�������� ,Q�HDUO\�������QRQ�PDQDJHULDO
HPSOR\HHV�VWLOO�RZQHG�PDMRULW\�VWRFN�LQ����RXW�RI�����HQWHUSULVHV��RI�ZKLFK
WKHUH�LV�LQIRUPDWLRQ��0DQDJHUV�ZHUH�PDMRULW\�RZQHUV�LQ����FRPSDQLHV��7KH
UROH�RI�HPSOR\HHV�KDV�EHHQ�GHFUHDVLQJ��WKDW�RI�PDQDJHUV�LQFUHDVLQJ�

,Q� WKH� &]HFK� FDVH�� YRXFKHU� SULYDWL]DWLRQ� OHDG� WR� D� EDQN�GRPLQDWHG
ILQDQFLDO�V\VWHP��7KH��DERXW������LQYHVWPHQW�IXQGV�JDWKHUHG����SHU�FHQW�RI
DOO�YRXFKHU�SRLQWV�LQ�WKH�ILUVW�ZDYH�RI�SULYDWL]DWLRQ��7KH�IXQGV�WKXV�EHFDPH
FUXFLDO� RXWVLGH� RZQHUV� RI� HQWHUSULVHV��$PRQJ� WKH� WHQ� OHDGLQJ� IXQGV� DIWHU
WKH�ILUVW�ZDYH�RI�SULYDWL]DWLRQ��VHYHQ�ZHUH�EDQN�DIILOLDWHG��WZR�SULYDWH�DQG
RQH�DIILOLDWHG�ZLWK�DQ��VWDWH�RZQHG��LQVXUDQFH�FRPSDQ\��*URVIHOG��������
7KH�IRXU�ODUJHVW�EDQN�DIILOLDWHG�IXQGV�DWWUDFWHG�PRUH�WKDQ����SHU�FHQW�RI�DOO
YRXFKHU�SRLQWV��,Q�WKH�VHFRQG�ZDYH��FRQFHQWUDWLRQ�ZDV�OHVV��EXW�WKH�JHQHUDO
SLFWXUH� GLG� QRW� FKDQJH��5HJXODWLRQV� OLPLWLQJ� EDQNV¶� LQYROYHPHQW� LQ� QRQ�
ILQDQFLDO� FRPSDQLHV� ZHUH� LVVXHG�� EXW� VHHPLQJO\� DOVR� YLRODWHG
V\VWHPDWLFDOO\��&URVV�RZQHUVKLS�RI�EDQNV�DOVR�HYROYHG��$QG�LQ�WKH�HQG�RI
WKH�RZQHUVKLS�FKDLQ��WKH�VWDWH�VWLOO�KDV�FRQWUROOLQJ�LQWHUHVWV�LQ�PRVW�RI�WKH
ODUJH�&]HFK�EDQNV��7KH�VWDWH�RZQV�DERXW�D�WKLUG�RI�EDQNV��WKH�EDQNV�RZQ
DERXW�KDOI�RI�LQGXVWU\��7KHUHIRUH��D�&]HFK�DQDO\VW�FRQFOXGHV�
LI�ZH�ZDQW�WR
NQRZ�ZKR�FRQWUROV�D�W\SLFDO�&]HFK�SULYDWL]HG�HQWHUSULVH��ZH�PRVWO\�ILQG�D
FRPSOLFDWHG� FKDLQ� RI� FDSLWDO� VKDUHV� LQ� WKH� HQG� WKHUHRI� EHLQJ� 13)
� �WKH
1DWLRQDO� 3URSHUW\� )XQG�� L�H�� WKH� VWDWH�� VHH�0HUWOLN� ������ ������ 2SLQLRQV
GLIIHU� RQ�ZKHWKHU� WKH� VWDWH� XVHV� RZQHUVKLS� UHODWLRQV� IRU� LQWHUYHQWLRQ�� WKH
DXWKRULWLHV�VD\�
QR
��PDQ\�REVHUYHUV�
\HV
��2(&'�����������

,W� LV� QRW� HYLGHQW� WKDW� VXFK� 
VWDWH� FDSLWDOLVP
� ZLOO� UHPDLQ� LQ� WKH� &]HFK
5HSXEOLF��2Q�RQH�KDQG��EDQN�DIILOLDWHG�IXQGV�PD\�KDYH�DFTXLUHG�VWDNHV�LQ
ODUJH� QXPEHUV� RI� HQWHUSULVHV� WR� PDLQWDLQ� ROG� DQG� GHYHORS� QHZ� EDQN�



HQWHUSULVH� FOLHQW� UHODWLRQV� �&RIIHH� ������� 8QDEOH� RI� HIILFLHQW� FRQWURO� RI
QXPHURXV� FRPSDQLHV�� WKH\� DUH� XQGHU� SUHVVXUH� IURP� WKH�PRUH� DFWLYH� DQG
EHWWHU�IRFXVVHG�SULYDWH�IXQGV�DQG�IRUHLJQ�LQYHVWRUV��6HOOLQJ�VKDUHV�PD\�EH
WKH�EHVW�ZD\�RI�HDUQLQJ�UHYHQXH��7KLV�LV�DOVR�WUXH�RI�WKH�VPDOO�LQYHVWRUV�LQ
IXQGV��,W�LV�EHOLHYHG�WKDW�
D�SHULRG�RI�GUDPDWLF�VHFRQGDU\�UHVWUXFWXUDOL]DWLRQ
RI� SURSHUW\� ULJKWV
� �0HUWOLN� ������ ����� DUULYHG� LQ� WKH�&]HFK�5HSXEOLF� LQ
������7KH�SURFHVV�KDV�VORZHG�GRZQ�E\�WKH�XQZLOOLQJQHVV�WR�DOORZ�IRUHLJQ
VWDNHV�LQ�&]HFK�EDQNV��EXW�UHFHQWO\�WKDW�DWWLWXGH�VHHPV�WR�KDYH�JLYHQ�ZD\�
7KH� WUDQVSDUHQF\�RI� WKH� 
VHFRQGDU\� UHVWUXFWXUDOL]DWLRQ
� LV� KLQGHUHG�E\� WKH
IDFW� WKDW� PRVW� WUDGLQJ� LV� RYHU�WKH�FRXQWHU�� 7KH� VWRFN� H[FKDQJH� LV� TXLWH
GHILFLHQWO\� UHJXODWHG�� $QG� LW� KDV� QRW� \HW� EHHQ� SRVVLEOH� WR� GHWHUPLQH� WKH
IXWXUH� UROH� RI� WKH� IXQGV�� 6HYHULQJ� WKHLU� WLHV� ZLWK� WKH� EDQNV� PLJKW� EH� D
QHFHVVDU\�VWHS��&RIIHH�������

%XW�PHDQZKLOH�DQ�LQFUHDVLQJ�QXPEHU�RI�FULWLFV�DUH�OD\LQJ�WKH�EODPH�IRU�WKH
&]HFK�5HSXEOLF¶V�UHFHQWO\�PRGHVW�HFRQRPLF�SHUIRUPDQFH���VORZHU�JURZWK�
ZDJH� SUHVVXUH�� WUDGH� DQG� HYHQ� EXGJHW� GHILFLW� WRJHWKHU� ZLWK� ILQDQFLDO
VFDQGDOV��D�ZHDN�EDQNLQJ�VHFWRU�DQG�D�IHHOLQJ�RI�ORVW�SROLWLFDO�RULHQWDWLRQ��
DW�WKH�IHHW�RI�PDVV�SULYDWL]DWLRQ�� 
1HDUO\�DOO�RI�WKHVH�ZRHV��WKH�FULWLFV�VD\�
KDYH�D�FRPPRQ�URRW��7KH�FRXQWU\¶V�PDVV�SULYDWL]DWLRQ�FDPSDLJQ�����KDG�DOO
WKH�PDNLQJV�RI�D� UDGLFDO�EUHDN��$QG� LW�ZDV� ��RQ� WKH� VXUIDFH��%XW� D�TXLFN
FKDQJH� RI� RZQHUV� UDUHO\� EURXJKW� FDVK�� LQLWLDWLYH�� RU� D� IUHVK� GRVH� RI
FRXUDJH��DOO�RI�ZKLFK�DUH�EDGO\�QHHGHG�QRZ
��

,I� WKH� &]HFK� PDVV� SULYDWL]DWLRQ� PD\� KDYH� RULJLQDOO\� EHHQ� LQWHQGHG� WR
SURGXFH� DQ� $QJOR�$PHULFDQ� W\SH� VWRFN� H[FKDQJH�GRPLQDWHG� ILQDQFLDO
V\VWHP� ZLWK� GLVSHUVHG� HTXLW\� RZQHUVKLS�� EXW� IDLOHG� WR� GHOLYHU� WKDW�� WKH
3ROLVK� PDVV� SULYDWL]DWLRQ� SURJUDPPH� FOHDUO\� DLPHG� DW� FUHDWLQJ� VWURQJ
VWUDWHJLF� RZQHUV� LQ� WKH� IRUP� RI� WKH� VWDWH�HVWDEOLVKHG� IXQGV� �*URVIHOG�
�������,Q�WKLV�VHQVH�� LW�DLPHG�DW�D�&RQWLQHQWDO�ILQDQFLDO�V\VWHP��%XW�PDVV
SULYDWL]DWLRQ�ZDV�RQO\�UHFHQWO\�VWDUWHG��DQG�LQ�WKH�PHDQWLPH�3ROLVK�EDQNV
UHPDLQ� JHQHUDOO\� UHOXFWDQW� WR� WDNH� HTXLW\� VWDNHV� LQ� QRQ�ILQDQFLDO
HQWHUSULVHV�

*LYHQ� WKH� FUXFLDO� UROH� RI� 0(%2¶V� LQ� 3RODQG�� LW� LV� QR� VXUSULVH� WKDW�
DFFRUGLQJ� WR� (DUOH� DQG� (VWULQ� �FLWHG� LQ� (VWULQ� ������� LQ� ��� SHU� FHQW� RI
SULYDWL]DWLRQV�HPSOR\HHV�EHFDPH�WKH�GRPLQDQW�RZQHUV�KROGLQJ�RQ�DYHUDJH
D�VOLP�PDMRULW\�RI������SHU�FHQW�RI�VKDUHV�

������������������������������������������
���&HQWUDO�(XURSHDQ�(FRQRPLF�5HYLHZ��0D\����������



,Q�+XQJDU\��WKH�GHYHORSPHQW�RI�LQWHUZRYHQ��&KDYDQFH�DQG�0DJQLQ������
RU� UHFRPELQDQW� �6WDUN� ������ RZQHUVKLS� VWDUWHG� ZLWK� WKH� VSRQWDQHRXV
SULYDWL]DWLRQ� RI� WKH� ODWH� ����V��0DQ\� ODUJH� VWDWH�RZQHG� FRPSDQLHV� KDYH
EHHQ�WUDQVIRUPHG�LQWR�D�JURXS�RI�QHZ�FRPSDQLHV��HVWDEOLVKHG�RQ�WKH�EDVLV
RI� GLYLVLRQV� RU� GHSDUWPHQWV� RI� WKH� ROG� FRPSDQ\�� 7KH� SDUHQW� FRPSDQ\
XVXDOO\�PDLQWDLQV�FRQWURO�RYHU�WKH�VDWHOOLWHV��EXW�SDUW�RI�VKDUHV�LV�GLYHVWHG
WR� IRUHLJQ� DQG� GRPHVWLF� SULYDWH� LQYHVWRUV�� EDQNV� DQG� RWKHU� ILQDQFLDO
LQVWLWXWLRQV�DV�ZHOO�DV�WR�RWKHU�FRPSDQLHV��XVXDOO\�VXSSOLHUV�RU�FXVWRPHUV�
&RUSRUDWL]DWLRQ�PDGH�GHEW�IRU�HTXLW\�VZDSV�SRVVLEOH��HFRQRPLF�UHFHVVLRQ
PDGH� WKHP� DOPRVW� LQHYLWDEOH�� $V� D� FRQVHTXHQFH�� D� FRPSOH[� DQG
LQWHUZRYHQ� QHW� RI� SURSHUW\� UHODWLRQV� HPHUJHG�� PDNLQJ� WKH� GLVWLQFWLRQ
EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�KLJKO\�UHODWLYH�

,Q�5XVVLD�� LQVLGHUV�GRPLQDWH�PRVW�RI� WKH� LQGXVWU\��2YHUDOO� LQIRUPDWLRQ� LV
QRW� DYDLODEOH�� DQG� GLIIHUHQW� VXUYH\V� SURGXFH� VRPHZKDW� GLIIHUHQW
GLVWULEXWLRQV� RI� RZQHUVKLS�� ,W� LV� UHSRUWHG� WKDW� DPRQJ� HQWHUSULVHV� WR� EH
SULYDWL]HG� ��� RU� HYHQ� ��� SHU� FHQW� FKRVH� �� IURP� DPRQJ� WKUHH� DOWHUQDWLYH
SULYDWL]DWLRQ� PHWKRGV��� �� WKH� VR�FDOOHG� µ2SWLRQ� �¶� OHDGLQJ� WR� LQVLGHU
GRPLQDQFH�� $FFRUGLQJ� WR� WKH� %ODVL� VWXGLHV�� QLQH� RXW� RI� WHQ� SULYDWL]HG
FRPSDQLHV� KDG�PDMRULW\� RZQHUVKLS� E\� HPSOR\HHV� LQ� HDUO\� ������ /DWHU� D
WHQGHQF\�WRZDUGV�WKH�GLOXWLRQ�RI�LQVLGHU�GRPLQDQFH�GHYHORSHG��QRW�OHDVW�RI
DOO�EHFDXVH�RI�WKH�KLJK�PRELOLW\�RI�ODERXU�LQ�5XVVLD��%XW�LW�VHHPV�WKDW�WKLV
WHQGHQF\�VWRSSHG�LQ�������DQG�WKH�VKDUH�RI�LQVLGHU�GRPLQDWHG�ILUPV�VHHPV
DFWXDOO\� WR� KDYH� ULVHQ� E\� ����� �VHH� 7DEOH� ���� 6RPH� SDUW� RI� WKH� HDUOLHU
GLOXWLRQ�LV�DOVR�LOOXVRU\��DV�VHHPLQJO\�RXWVLGH�LQYHVWRUV�PD\�RIWHQ�EH�OLWWOH
PRUH�WKDQ�PLGGOHPHQ�DFWLQJ�IRU�LQVLGHUV��XVXDOO\�PDQDJHUV�

7KHUH�LV�OLWWOH�GRXEW�WKDW�PDQDJHUV�DUH�XVXDOO\�WKH�DFWLYH�5XVVLDQ�RZQHUV�
0DQDJHUV�KDYH�DOVR�VWUHQJWKHQHG�WKHLU�SRVLWLRQ�E\�SXUFKDVLQJ�VKDUHV�IURP
WKH�ZRUNHUV�RU�DW�FDVK�DXFWLRQV�RU� LQYHVWPHQW� WHQGHUV��E\�VWRFN�EX\EDFNV
DQG� GLUHFWHG� VWRFN� LVVXHV�� ,Q� ������ WKH\� RZQHG�� DFFRUGLQJ� WR� WKH� %ODVL
VWXGLHV�� RQ� DYHUDJH� ��� SHU� FHQW� RI� 5XVVLDQ� VWRFN� �7DEOH� ���� HPSOR\HHV
RZQHG����SHU�FHQW���DFWXDOO\�PDUJLQDOO\�PRUH�WKDQ�WKH����SHU�FHQW�LQ������
,Q�SUDFWLFH��WKH�SRVLWLRQ�RI�PDQDJHUV�LV�PXFK�VWURQJHU�WKDQ�WKHLU�RZQHUVKLS
VKDUH�ZRXOG� LQGLFDWH��$� VXUYH\�RI� ��� HQWHUSULVHV� LQ� DQG� DURXQG�0RVFRZ
DQG�6W�3HWHUVEXUJ�IRXQG� WKDW�HPSOR\HHV�ZHUH�GRPLQDQW�RZQHUV� LQ����SHU
FHQW�DQG�KDG�GRPLQDQW�FRQWURO�LQ����SHU�FHQW�RI�WKH�FRPSDQLHV��0DQDJHUV�

������������������������������������������
���)RU�D�GHVFULSWLRQ�RI�WKH�GLIIHUHQW�RSWLRQV��VHH�/DLQHOD�DQG�6XWHOD��������



LQ�FRQWUDVW��ZHUH�GRPLQDQW�RZQHUV�LQ�RQO\���SHU�FHQW�RI�WKH�FRPSDQLHV�EXW
FRQWUROOHG� ��� SHU� FHQW� RI� WKHP��2XWVLGHUV�� LQFOXGLQJ� WKH� VWDWH� WKDW�ZDV� D
FRPSOHWHO\�LQHIIHFWXDO�RZQHU��FRQWUROOHG�RQO\���SHU�FHQW�RI�WKH�FRPSDQLHV�
(YHQ� WKLV� VPDOO� VXUYH\� FRQWDLQHG� FDVHV� ZKHUH� DOVR� QRQ�VWDWH� RXWVLGH
RZQHUV�ZHUH�XQDEOH�WR�FRQWURO�FRPSDQLHV�ZKLFK�WKH\�HIIHFWLYHO\�RZQHG���

TABLE 4. MAJORITY OWNERS OF PRIVATE SECTOR CORPORATIONS IN
RUSSIA, 1995 AND 1996 (PER CENT)

Majority owners 1995 1996

Employees 59.0 64.7
  rank and file 26.7 30.5
  managers 2.3 4.2
  top managers 0.4 0.4
  general directors 0.4 0.8
  no majority insider 29.4 28.8
Non-state outsiders 17.3 19.8
State 3.1 2.6
None 20.3 12.8

Source: Blasi et al. 1996, Table 5.

(PSOR\HHV�PD\�VHH�VKDUH�RZQHUVKLS�SULPDULO\�DV�DQ�LPSOLFLW�HPSOR\PHQW
JXDUDQWHH��7KXV��DV�ORQJ�DV�WKH\�UHPDLQ�ZLWK�WKHLU�MRE��WKH\�PLJKW�VXSSRUW
RIW�UHSRUWHG�PDQDJHPHQW�HIIRUWV�WR�SUHYHQW�HPSOR\HHV�IURP�VHOOLQJ�VKDUHV
WR�RXWVLGHUV��,I�WKH\�OHDYH�WKH�MRE��PDQDJHPHQW�PD\�EH�WKH�QDWXUDO�EX\HU�RI
WKH�VKDUHV��7UXVW�DUUDQJHPHQWV�EHWZHHQ�ZRUNHUV�DQG�PDQDJHUV�DUH�IUHTXHQW
�/LHEHUPDQ� DQG� 5DMXKD� ������� 7KLV� VHULRXVO\� OLPLWV� WKH� SRVVLELOLWLHV� RI
VXFK�RXWVLGH� LQYHVWRUV� DV� LQYHVWPHQW� IXQGV� WKDW�RWKHUZLVH�PLJKW�EH�PRUH
HDJHU� WKDQ� LQVLGHUV� WR� IRVWHU� WKH� NLQG� RI� UHVWUXFWXULQJ� WKDW� 5XVVLDQ� ILUPV
FOHDUO\�QHHG� �)U\GPDQ��3LVWRU� DQG�5DSDF]\QVNL�� �������0DMRULW\� RXWVLGHU
RZQHUVKLS� GRHV� PDNH� D� GLIIHUHQFH� LQ� WHUPV� RI� UHVWUXFWXULQJ� DQG
SURGXFWLYLW\�� %XW� VXFK� FDVHV� DUH� TXLWH� UDUH� LQ� 5XVVLD�� DQG� H[DPSOHV� RI
FRPSOHWH�WXUQLQJ�URXQG�RI�FRPSDQLHV�DUH�PRUH�UDUH�VWLOO�

������������������������������������������
���.OHSDFK�HW�DO���FLWHG�LQ�5XVVLDQ�(FRQRPLF�7UHQGV���������������



TABLE 5. OWNERSHIP OF RUSSIAN ENTERPRISES, 1994-96, PER CENT
OF SHARES

1994 1995 1996

Insiders 65 55 58.0
  top managers 7 8 10.0
  other managers 18 8 8.0
  other employees - 39 40.0
Russian outsiders 21 32 32.0
  citizens - 9 6.0
  unrelated commercial firms - 8 11.0
  suppliers - 3 2.0
  customers - 2 1.0
  other firms - 2 1.3
  investment funds - 6 5.0
  holding companies - 1 2.6
  banks - 1 1.6
  pension funds - - 0.02
  insurance companies - - -
Foreign entities - 1 1.6
State 13 13 9.0

Source: Blasi et al. 1996, Table 4, slightly amended.

2YHUDOO�� E\� WKH� VXPPHU� RI� ����� RXWVLGHUV� RZQHG� DERXW� RQH� WKLUG� RI� WKH
VKDUHV�RI�5XVVLDQ�LQGXVWU\��%ODVL�HW�DO���������7KH\�RZQ�VKDUHV�LQ�QLQH�RXW
RI�WHQ�5XVVLDQ�ILUPV��%XW�DV�WDEOH���WHOOV��WKH\�DUH�PDMRULW\�RZQHUV�LQ�RQO\
DERXW����SHU�FHQW�RI�FRPSDQLHV��$QG�RQO\���SHU�FHQW�RI�HQWHUSULVHV�KDV�D
VLQJOH� RXWVLGH� PDMRULW\� RZQHU�� &OHDUO\�� RXWVLGHUV� KDYH� QRW� VHULRXVO\
FKDOOHQJHG� PDQDJHPHQW� LQ� PRVW� 5XVVLDQ� HQWHUSULVHV�� $Q� LQWHUHVWLQJ
TXHVWLRQ� LV�ZKHWKHU� WKH\�ZLOO� GR� VR� LQ� WKH� IXWXUH� �� DQG� LI� VR��ZKR� WKHVH
RXWVLGHUV�ZLOO�EH�

$W� WKH� PRPHQW�� WKH� PRVW� FRPPRQ� RXWVLGHU� RZQHU� RI� 5XVVLDQ� ILUPV� DUH
FRPPHUFLDO�ILUPV��IROORZHG�E\�5XVVLDQ�LQGLYLGXDOV�DQG�LQYHVWPHQW�IXQGV�
2QO\�UDUHO\�DUH�IRUHLJQ�FRPSDQLHV�DPRQJ�WKH�RZQHUV��
1R�RQH�UHDOO\�KDV�D
FOHDU� LGHD
� DERXW� ZKR� WKH� FRPPHUFLDO� ILUPV� DUH�� %ODVL� HW� DO�� ������� ���
FRQFOXGH�� 9RXFKHU� LQYHVWPHQW� IXQGV� KDYH� SURYHG� D� GLVDSSRLQWPHQW�
HVSHFLDOO\�LI�FRPSDUHG�ZLWK�WKH�&]HFK�FDVH��,Q�5XVVLD�WKH\�RQO\�FRQWURO��



SHU� FHQW� RI� FRPSDQLHV�� DQG� KDYH� QR� VKDUHV� LQ� KDOI� RI� WKHP�� $QRWKHU
SRVVLEOH� VXUSULVH� LQ� 7DEOH� �� LV� WKH� PHDJUH� UROH� RI� EDQNV� DV� FRPSDQ\
RZQHUV�� %XW� RQH� KDV� WR� UHPHPEHU� WKDW� WKH� MRLQW� FDSLWDO� RI� WKH� 5XVVLDQ
EDQNLQJ� V\VWHP� LV� OHVV� WKDQ�� IRU� LQVWDQFH�� WKDW� RI� WKH� )LQQLVK� EDQNLQJ
V\VWHP��7KH�EDQNV�KDYH� VFDUFH� UHVRXUFHV�DQG�KDYH�EHHQ� VTXHH]HG�E\� WKH
UHFHQW� ORZHU� LQIODWLRQ�� VWDEOH� H[FKDQJH� UDWHV� DQG� ORZHU� HYHQ� LI� VWLOO� KLJK
LQWHUHVW� UDWHV�� 7KH� EDQN�HQWHUSULVH� FURVV� RZQHUVKLS� LV� FRQFHQWUDWHG� LQ� D
UHODWLYHO\�VPDOO�QXPEHU�RI�ILQDQFLDO�LQGXVWULDO�JURXSV�

$OWRJHWKHU�� 5XVVLDQ� PDVV� SULYDWL]DWLRQ� KDV� SURGXFHG� D� KLJKO\� VNHZHG
GLVWULEXWLRQ� RI� RZQHUVKLS�� 5XVVLD� PD\� KDYH� IRUW\�ILYH� PLOOLRQ� VKDUH
RZQHUV��7KLV�LV�D�KXJH�QXPEHU��HVSHFLDOO\�JLYHQ�WKH�VSHHG�RI�SULYDWL]DWLRQ�
%XW�VWLOO�WKH�LQVLGHUV�RI�SULYDWL]HG�HQWHUSULVHV��ZKR�RZQ����SHU�FHQW�RI�WKH
VWRFN�� DUH� RQO\� D� IUDFWLRQ� RI� WKH� SRSXODWLRQ�� 0DQ\� PRUH� KDYH� QR� VKDUH
RZQHUVKLS��DQG�D� ODUJH�SDUW�RI� WKH�SRSXODWLRQ�KDV�RQO\� OLWWOH� VWRFN�� HLWKHU
GLUHFWO\� RU� WKURXJK� LQYHVWPHQW� IXQGV�� 2ZQHUVKLS� RI� WKH� LPSRUWDQW

FRPPHUFLDO�ILUPV
�LV�VXUHO\�YHU\�QDUURZ��7KHVH�IDFWV�KDYH�KDG�ZHOO�NQRZQ
SROLWLFDO�UHSHUFXVVLRQV�

,QWHUHVWLQJO\�� WKH� RZQHUVKLS� VWUXFWXUH� RI� WKH� ODUJHVW� 5XVVLDQ� HQWHUSULVHV
GLIIHUV�VKDUSO\�IURP�WKH�JHQHUDO�SLFWXUH��$PRQJ�WKH�ODUJHVW�����FRPSDQLHV�
SULYDWH�5XVVLDQ�LQYHVWRUV�RQ�DYHUDJH�RZQ������SHU�FHQW�RI�VKDUHV��IRUHLJQ
LQYHVWRUV������SHU�FHQW��7KH�VWDWH�RQ�WKH�DYHUDJH�UHWDLQV�D����SHU�FHQW�VKDUH
KROGLQJ�ZKLOH�LQVLGHUV�KDYH�DERXW����SHU�FHQW���

����3ULYDWL]DWLRQ�DQG�HFRQRPLF�JURZWK

$UJXDEO\� ZHOIDUH� LV� KLJKHU� LQ� D� PDUNHW� HFRQRP\� WKDQ� LQ� D� SODQQHG
HFRQRP\�ZLWK�VLPLODU�LQFRPH�OHYHO��HVSHFLDOO\�ZKHQ�WKH�SROLWLFDO�DQG�FLYLO
VRFLHW\� GLPHQVLRQV� RI� ZHOOEHLQJ� DUH� HPSKDVL]HG�� 7KH� PDLQ� HFRQRPLF
DUJXPHQW� IDYRXULQJ� WKH� WUDQVLWLRQ� PXVW� KRZHYHU� EH� WKDW� WKH� PDUNHW
HFRQRP\� LV�� RWKHU� WKLQJV� EHLQJ� HTXDO�� DEOH� WR� FUHDWH� DQG� VXVWDLQ� KLJKHU
JURZWK�UDWHV�WKDQ�D�SODQQHG�HFRQRP\��$WWHPSWLQJ�D�ILQDO�MXGJHPHQW�ZRXOG
VXUHO\� EH� SUHPDWXUH�� %XW� VRPH� VSHFXODWLRQV� DUH� ZHOO�ZDUUDQWHG�� 7KH
GLVFXVVLRQ�KHUH�LV�OLPLWHG�LQ�WZR�GLPHQVLRQV��$OO�LVVXHV�RI�PHDVXULQJ�*'3
DQG� ZHOIDUH� ZLOO� EH� E\SDVVHG�� DQG� WKLV� VHFWLRQ� FRQFHQWUDWHV� RQ� WKH
PDFURHFRQRPLF�FRQQHFWLRQ�EHWZHHQ�SULYDWL]DWLRQ�DQG�JURZWK�

������������������������������������������
���7KH�)LQDQFLDO�7LPHV�����0DUFK�������FLWLQJ�UHVHDUFK�E\�-RVHSK�%ODVL�



+DV� SULYDWL]DWLRQ� HQKDQFHG� HFRQRPLF� JURZWK� LQ� WKH� WUDQVLWLRQ� FRXQWULHV"
/RJLFDOO\��WKH�TXHVWLRQ�GLYLGHV�LQWR�WZR�VXE�SUREOHPV��:KDW�LV�WKH�LPSDFW
RI� H[SHFWHG� SULYDWL]DWLRQ� RQ� VWDWH�RZQHG� ILUPV"� +RZ� GR� HQWHUSULVHV
SURGXFH�DIWHU�SULYDWL]DWLRQ"

,Q�DQ�HDUO\�PRGHO�$JKLRQ��%ODQFKDUG�DQG�%XUJHVV��������DUJXHG�WKDW� WKH
SURVSHFW�RI�SULYDWL]DWLRQ� LV� DFWXDOO\� DQ�HQHP\�RI� HQWHUSULVH� UHVWUXFWXULQJ�
$V�LQFXPEHQW�PDQDJHUV�ZLOO�EH�ILUHG�DIWHU�SULYDWL]DWLRQ��WKH\�VWDQG�WR�ORVH
IURP�UHVWUXFWXULQJ�DQG�ZLOO�QRW�UHVWUXFWXUH��7KHUHIRUH��WKH�HFRQRP\�VXIIHUV
DV�SULYDWL]DWLRQ�PD\�EH�SRVWSRQHG��&OHDUO\��VSHHG\�SULYDWL]DWLRQ� LV�FDOOHG
IRU��(YHQ�HDUOLHU�� RWKHU� DQDO\VWV� KDG� UDLVHG� WKH� VSHFWUH� RI� DVVHW� ORRWLQJ� LI
SULYDWL]DWLRQ�LV�QRW�LPPHGLDWH�

7KH�$JKLRQ� HW� DO�� UHVXOW� LV� KRZHYHU� GHSHQGHQW� RQ� WKH� DVVXPSWLRQ� RI� DOO
LQFXPEHQW�PDQDJHUV� EHLQJ� ILUHG� DIWHU� SULYDWL]DWLRQ�� ,Q� DQ� HFRQRP\�ZLWK
VFDUFH� PDQDJHULDO� VNLOOV� WKDW� LV� QRW� D� SODXVLEOH� DVVXPSWLRQ�� $FWXDOO\�� DV
.RWUED��������VKRZV��SUH�SULYDWL]DWLRQ�UHVWUXFWXULQJ�LV�D�XVHIXO�VLJQDOOLQJ
GHYLFH�IRU�WKH�PDQDJHULDO�ODERXU�PDUNHW��,Q�D�FRPSHWLWLYH�HQYLURQPHQW�WKH
QHZ� RZQHUV� KDYH� WKH� LQFHQWLYH� WR� NHHS� UHVWUXFWXULQJ� PDQDJHUV�� 2Q� WKH
RWKHU�KDQG�LW�LV�SRVVLEOH�WKDW�PDQDJHUV�RI�DW�OHDVW�VPDOOHU�FRPSDQLHV�SODQ�D
0%2��7KHUH� LV� VRPH�HYLGHQFH� WKDW� LQ� VXFK�D�FDVH� WKH\�PD\�ZHOO� UXQ� WKH
YDOXH�RI�WKH�FRPSDQ\�GRZQ��2(&'�����E�������

6XFK� WKHRUL]LQJ� LV� FRUURERUDWHG� E\� D� QXPEHU� RI� VWXGLHV� FRQFHUQLQJ
DGMXVWPHQW� RI� VWDWH�RZQHG� ILUPV�� HVSHFLDOO\� LQ� WKH� &HQWUDO� (XURSHDQ
HFRQRPLHV��-RVHI�%UDGD������������FRQFOXGHV��
0DQDJHUV�RI�ILUPV�IDFLQJ�D
FUHGLEOH� SURVSHFW� SULYDWL]DWLRQ� RIWHQ� ZRUNHG� KDUG� WR� PDNH� WKHLU� ILUP
DWWUDFWLYH� WR� IXWXUH� RZQHUV
�� ,Q� SDUWLFXODU�� WKHUH� KDV� EHHQ� QR� ZKROHVDOH
GHFDSLWDOL]DWLRQ�RI�ILUPV��DQG�FRQWUDU\�WR�HDUOLHU�EHOLHIV��.RUQDL��������WKH
KDUGHQLQJ�RI�VWDWH�HQWHUSULVH�EXGJHW�FRQVWUDLQWV�KDV�EHHQ�SRVVLEOH�

5HFHQWO\�� D� QXPEHU� RI� VWXGLHV� KDYH� IRFXVHG� ERWK� RQ� WKH� FRQQHFWLRQ
EHWZHHQ�UHIRUP�SROLFLHV�DQG�RXWSXW�FKDQJH�LQ�UHFHQW�SDVW��)LVFKHU��6DKD\
DQG�9HJK�������6DFKV�������cVOXQG��%RRQH�DQG�-RKQVRQ�������GH�0HOR�HW
DO�� ������ :RUOG� %DQN� ������ DQG� RQ� WKH� JURZWK� SURVSHFWV� RI� WUDQVLWLRQ
HFRQRPLHV� �,0)� ������ 6DFKV� DQG�:DUQHU� ������ %DOGZLQ�� )UDQFRLV� DQG
3RUWHV��������7\SLFDOO\��WKHVH�VWXGLHV�XVH�DQ�LQGH[�RI�WKH�H[WHQW�RI�PDUNHW
UHIRUP�WR�H[SODLQ�WKH�YDULDELOLW\�RI�HFRQRPLF�SHUIRUPDQFH��7KHUH�LV�VWURQJ
HYLGHQFH� WKDW� DGYDQFHG� UHIRUPHUV� KDYH� VXIIHUHG� OHVV� RXWSXW� ORVV�� KDYH



ORZHU� LQIODWLRQ� DQG� KDYH� HPEDUNHG� XSRQ� JURZWK� IDVWHU� WKDQ� VORZ� RU
KHVLWDQW�UHIRUPHUV�

,Q�WKH�PRVW� LPSRUWDQW�RI� WKH�EDFNZDUG�ORRNLQJ�VWXGLHV��GH�0HOR��'HQL]HU
DQG� *HOE� ������� KDYH� GHYLVHG� D� FRPSRVLWH� OLEHUDOL]DWLRQ� LQGH[� DV� D
ZHLJKWHG� DYHUDJH� RI� OLEHUDOL]DWLRQ� LQ� LQWHUQDO� PDUNHWV�� H[WHUQDO� PDUNHWV
DQG�SULYDWH�VHFWRU�HQWU\��7KLV�LQGH[�KDV�IRU�WKH����FRXQWULHV�VWXGLHG�VWURQJ
SRVLWLYH�FRUUHODWLRQV�ZLWK� DYHUDJH�DQQXDO�*'3�JURZWK� LQ� �������� ������
DQG�LQ����������������DV�ZHOO�DV�DQ�HYHQ�VWURQJHU�FRUUHODWLRQ�ZLWK�DYHUDJH
DQQXDO�LQIODWLRQ�UDWHV�IRU�WKH�VDPH�SHULRGV��������DQG��������

7KH�SULYDWH�VHFWRU�HQWU\�FRPSRQHQW�RI�WKH�FXPXODWLYH�LQGH[��ZLWK�D�ZHLJKW
RI������DFWXDOO\�FRQVLVWV�RI�WZR�WKLQJV��VPDOO�DQG�ODUJH�VFDOH�SULYDWL]DWLRQ
DQG� EDQNLQJ� UHIRUP�� 7KHUHIRUH�� LW� LV� LQWHUHVWLQJ� WKDW� WKH� DXWKRUV� DOVR
SURYLGH� WKH� FRUUHODWLRQ� FRHIILFLHQWV� EHWZHHQ� DOO� WKH� WKUHH� FRPSRQHQWV� RQ
RQH� KDQG� DQG� *'3� DQG� LQIODWLRQ� SHUIRUPDQFH� RQ� WKH� RWKHU�� $OO� WKH
FRHIILFLHQWV�DUH�YHU\�VLPLODU�DQG�WKXV�FORVH�WR�WKH�JHQHUDO�RQHV�FLWHG�DERYH�

,V� WKLV� HYLGHQFH� WKDW� WKH� H[WHQW� RI� SULYDWL]DWLRQ� KDV� GULYHQ� RXWSXW� DQG
LQIODWLRQ� SHUIRUPDQFH� LQ� WKH� ��� HFRQRPLHV� VWXGLHG"� 6XFK� D� FRQFOXVLRQ
ZRXOG� EH� ULVN\� IRU� VHYHUDO� UHDVRQV�� )LUVW�� WKHUH� DUH� ZHOO�NQRZQ� DQG
DFNQRZOHGJHG�SUREOHPV�ZLWK�WKH�GDWD��7KLV�GRHV�QRW�RQO\�FRQFHUQ�RXWSXW
DQG�LQIODWLRQ�GDWD��EXW�DOVR�DQG�SHUKDSV�HVSHFLDOO\�WKH�LQGLFHV�IRU�SURJUHVV
LQ�UHIRUP�XVHG��*LYLQJ�SRLQWV�WR��VD\��SULYDWL]DWLRQ�LQ�GLIIHUHQW�FRXQWULHV�LV
D� KHURLF� DWWHPSW� WR� PHDVXUH� VRPHWKLQJ� WKDW� GRHV� QRW� OHW� LWVHOI� EH� HDVLO\
PHDVXUHG�� HVSHFLDOO\� ZKHQ� WKH� LQHYLWDEOH� GLIIHUHQFHV� EHWZHHQ� UHIRUP
OHJLVODWLRQ� DQG� LWV� DFWXDO� LPSOHPHQWDWLRQ�� EHWZHHQ� IRUPDO� DQG� LQIRUPDO
LQVWLWXWLRQV�LV�ERUQ�LQ�PLQG��0XUUHOO��������,W�LV�DFWXDOO\�TXLWH�GLIILFXOW�WR
JDXJH�KRZ�ODUJH�DUH�SULYDWH�DQG�VWDWH�VHFWRUV�LQ�GLIIHUHQW�FRXQWULHV��DV�WKH
GLYLGLQJ� OLQH� LV� RIWHQ�TXLWH�PXUN\�� DV� VHHQ� DERYH� �DOVR� VHH�%UDGD� ������
6HFRQG��LGHQWLFDO�SRLQWV�PD\�ZHOO�UHIHU�WR�TXLWH�GLIIHUHQW�VHWWLQJV��7KXV��GH
0HOR��'HQL]HU�DQG�*HOE��������XVH�WKH�(XURSHDQ�%DQN�RI�5HFRQVWUXFWLRQ
DQG� 'HYHORSPHQW� WUDQVLWLRQ� LQGLFDWRUV� �VHH� (%5'� ������ DV� WKH� VWDUWLQJ
SRLQW� RI� WKHLU� DVVHVVPHQWV�� (%5'� FXUUHQWO\� JLYHV� WKH� VDPH� QXPEHU� RI
SRLQWV� WR� ODUJH� VFDOH� SULYDWL]DWLRQ� LQ� WKH� &]HFK� 5HSXEOLF�� (VWRQLD� DQG
+XQJDU\��7KHVH�FRXQWULHV�PD\�EH�VLPLODUO\�SURJUHVVHG�LQ�SULYDWL]DWLRQ��EXW
WKHLU�DFWXDO�SURSHUW\�DUUDQJHPHQWV�DUH�TXLWH�GLIIHUHQW��7KLUG��DV�WKH�DXWKRUV
HPSKDVL]H�� LW� LV� GLIILFXOW� WR� GLVWLQJXLVK� EHWZHHQ� WKH� FRQWULEXWLRQ� RI� QHZ
SULYDWH� VHFWRU� GHYHORSPHQW� DQG� SULYDWL]DWLRQ� WR� HFRQRPLF� JURZWK�� 7KH\
PHDVXUH�SULYDWL]DWLRQ��ZKLOH�DE�QRYR� HQWHUSULVHV�PD\�EH�PRUH� LPSRUWDQW�



)RXUWK��WKH�FRPSOHPHQWDULWLHV�RI�UHIRUP�SROLFLHV���VR�DPSO\�HPSKDVL]HG�E\
GH�0HOR��'HQL]HU� DQG�*HOE� ������� �� LPSO\� WKDW� WKH� FRPSRQHQWV� RI� WKHLU
OLEHUDOL]DWLRQ�LQGH[�DUH�KLJKO\�PXOWL�FROOLQHDU��7KHUHIRUH��DV�SRLQWHG�RXW�E\
0XUUHOO� �������� WU\LQJ� WR� VHSDUDWH� WKH� LPSDFWV� RI� GLIIHUHQW� UHIRUP
FRPSRQHQWV�PD\�QRW�EH�UHDVRQDEOH�

([LVWLQJ�PDFURHFRQRPLF�GLVFXVVLRQV�RQ�WKH�JURZWK�SURVSHFWV�RI�WUDQVLWLRQ
HFRQRPLHV� QRW� VXUSULVLQJO\� WHQG� WR� HPSKDVL]H� WKH� VDYLQJV�LQYHVWPHQW
FRQQHFWLRQ�� 7KHUHIRUH�� WKH� VWUHVV� LV� RQ� SUXGHQW� ILVFDO� SROLFLHV�� KLJKHU
SULYDWH� VDYLQJ� UDWLRV�� IRUHLJQ� GLUHFW� LQYHVWPHQW� DQG� WKH� HIILFLHQF\� RI
ILQDQFLDO� LQWHUPHGLDWLRQ�� 7KH� QHHG� WR� ILQDOL]H� SULYDWL]DWLRQ� PD\� EH
PHQWLRQHG�� HYHQ� LI�ZLWKRXW� WKHRUHWLFDO� RU� HPSLULFDO� WUDSSLQJV� �6DFKV� DQG
:DUQHU��������EXW� LVVXHV�OLNH�SHQVLRQ�UHIRUP�JHW�D�PXFK�IXOOHU� WUHDWPHQW
�DOVR� VHH� (%5'� ������� $JDLQ�� WKH� FRPSOHPHQWDULWLHV� RI� FUHGLEOH� DQG
FRQVLVWHQW� HFRQRPLF� SROLFLHV� DUH� RIWHQ� HPSKDVL]HG� LQ� VXFK� VWXGLHV�� EXW
ZLWKRXW� D� PLFUR�WR�PDFUR� PDSSLQJ� IURP� SULYDWL]DWLRQ� WKURXJK� FRUSRUDWH
JRYHUQDQFH�WR�HFRQRPLF�SHUIRUPDQFH��$�UHODWHG�LVVXH���WKH�SURSHU�UROH�RI
VWDWH� LQ� HVWDEOLVKLQJ� SURSHUW\� ULJKWV� �� LQ� IXUWKHULQJ� FRUSRUDWH� JRYHUQDQFH
DQG�LQ�JHQHUDO� LQ�KHOSLQJ� LQVWLWXWLRQV� WR�GHYHORS� LV�KRZHYHU�GLVFXVVHG�E\
WKH�:RUOG� %DQN� ������� DQG� DOVR� WRXFKHG� XSRQ� E\� WKH� ,0)� �������� 7KH
QHFHVVLW\�RI�WKH�OHJDO�IUDPHZRUN�IRU�JURZWK�LV�ZHOO�NQRZQ��+D\��6FKOHLIHU
DQG� 0XUSK\� ������ DV� LV� WKH� IDFW� WKDW� FRUUXSWLRQ� FDQ� VHULRXVO\� LPSDLU
JURZWK� �0XUSK\�� 6KOHLIHU� DQG�9LVKQ\� ������0DXUR� ������� 7KH� IDFW� WKDW
LQVWLWXWLRQDO� GHYHORSPHQW� LV� SRRUO\� XQGHUVWRRG� DQG� WKH� SURSHUWLHV� RI
DOWHUQDWLYH� DUUDQJHPHQWV� UHPDLQ�PXUN\� DW� EHVW�� KRZHYHU� VHULRXVO\� OLPLWV
WKH�SRVVLELOLWLHV�RI�VRFLDO�HQJLQHHULQJ�LQ�WKH�IXWXUH�DV�ZHOO�

(DUO\�FRPSDUDWLYH�VWXGLHV�RI�FRUSRUDWH�JRYHUQDQFH�LQ�WUDQVLWLRQ�HFRQRPLHV
JHQHUDOO\� FRQFOXGHG� WKDW� V\VWHPDWLF� GLIIHUHQFHV� LQ� WKH� EHKDYLRXU� RI
SULYDWL]HG� DQG� VWDWH�RZQHG� HQWHUSULVHV� KDYH� EHHQ� VRPHZKDW� VORZ� WR
HPHUJH��LI�WKH\�FDQ�EH�GHWHFWHG�DW�DOO��%UDGD��������0XUUHOO���������$�ODWHU
FRPSUHKHQVLYH�VWXG\�E\�WKH�:RUOG�%DQN�FRQFOXGHG�WKDW�WKHUH�LV�DQ�HYLGHQW
GLIIHUHQFH� LQ� WKH� SHUIRUPDQFH� �� PHDVXUHG� E\� SURGXFWLYLW\� DQG� ZDJH
FRQVWUDLQW� �� RI� SULYDWL]HG� DQG� VWDWH�RZQHG� ILUPV� �$QGHUVRQ� HW� DO�� ������

UDSLG�DQG�FRPSUHKHQVLYH�SULYDWL]DWLRQ�OHDGLQJ�WR�FRQFHQWUDWHG�RZQHUVKLS
HQFRXUDJHV� UHVWUXFWXULQJ
�� (TXDOO\� LQWHUHVWLQJO\�� WKH\� IRXQG� OLWWOH� LI� DQ\
YDULDWLRQ� DFURVV� WKH� &HQWUDO� (XURSHDQ� WUDQVLWLRQ� FRXQWULHV�� 7KH
SULYDWL]DWLRQ� SDWKV� FKRVHQ�� DV� ORQJ� DV� WKH\� SURGXFHG� FRQFHQWUDWHG
RZQHUVKLS��VHHPLQJO\�GLG�QRW�PDWWHU��7KLV�UHVXOW�LV�VRPHZKDW�FRQWUDGLFWHG
E\�DQRWKHU�VWXG\��&DUOLQ�DQG�/DQGHVPDQQ���������ZKHUH�SHUIRUPDQFH�ZDV



PHDVXUHG� E\� WKH� TXDOLW\� RI� H[SRUWV� WR� :HVWHUQ� (XURSH�� +HUH�� &HQWUDO
(XURSH�HPHUJHV�DV�PXFK�EHWWHU�WKDQ��H�J���5XVVLD��ZKHUH�SULYDWL]DWLRQ�KDV
EHHQ�DFFRPSDQLHG�E\�LQFUHDVLQJO\�UHVRXUFH�EDVHG�H[SRUWV��3ROLVK�DE�QRYR
HQWHUSULVHV� H[SRUW� JRRGV� RI� ORZ� TXDOLW\� FKDUDFWHULVWLFV�� +XQJDULDQ� VDOHV�
EDVHG� SULYDWL]DWLRQ� KDV� FUHDWHG� D� TXDOLW\� H[SRUW�RULHQWHG� VHFWRU� RI� WKH
HFRQRP\��ZKLFK�KRZHYHU�KDV�RQO\�OLWWOH�LPSDFW�RQ�WKH�UHVW�RI�WKH�HFRQRP\�
(YLGHQFH� RQ� WKH� &]HFK� FDVH� LV� QRW� FRQFOXVLYH�� EXW� WHQGV� WR� VXSSRUW� WKH
YLHZ� WKDW� SULYDWL]DWLRQ� WKHUH� KDV� OHDG� WR� QRWDEOH� FRUSRUDWH� JRYHUQDQFH
SUREOHPV�

$QDO\VWV�DUH�JHQHUDOO\�XQDQLPRXV�WKDW�DE�QRYR�SULYDWH�DFWLYLWLHV�GR�PDNH�D
GLIIHUHQFH� DQG� DUH� WKH� PDMRU� HQJLQH� RI� HFRQRPLF� JURZWK� LQ� WUDQVLWLRQ
HFRQRPLHV��VHH��LQ�SDUWLFXODU��-RKQVRQ�DQG�/RYHPDQ��������%XW�WKH�H[WHQW
RI� SULYDWH� VHFWRU� GHYHORSPHQW� GLIIHUV� DFURVV� FRXQWULHV�� :KLOH
HQWUHSUHQHXUVKLS�SRZHUV�3RODQG¶V�IDVW�JURZWK�� LW� LV� OHVV� WKDQ�FOHDU� WKDW� LQ
�����WKH�VHFRQG�HFRQRP\�JUHZ�DW�DOO�LQ�5XVVLD��3DYOHQNR��������:KHQFH
WKH�GLIIHUHQFH"

)U\H� DQG� 6KOHLIHU� ������� SURYLGH� RQH� SDUW� RI� WKH� H[SODQDWLRQ�� 7KHLU
FRPSDUDWLYH�VXUYH\�OHDGV�WR�WKH�FRQFOXVLRQ�WKDW�WKH�UHJXODWRU\��DQG�WR�VRPH
H[WHQW� WKH� OHJDO�� HQYLURQPHQW� LV� D� JRRG� GHDO� IULHQGOLHU� WR� EXVLQHVV� LQ
:DUVDZ�WKDQ�LQ�0RVFRZ��2WKHUV��OLNH�0XUUHOO��������DQG�+DQVRQ��������
ORRN� DW� WKH� GHHS� VRFLDO� DQG� KLVWRULFDO� GLIIHUHQFHV� LQ� LQVWLWXWLRQV�� SROLF\
SURFHVVHV� DQG� VRFLDO� FDSLWDO�� (DFK� WUDQVLWLRQ� HFRQRP\� LV� SURYLQJ� LWV
XQLTXHQHVV��1RW�RQO\�DUH�SULYDWL]DWLRQ�RXWFRPHV�GLIIHUHQW��EXW�WKHLU�LPSDFW
XSRQ� HFRQRPLF� SHUIRUPDQFH� LV� FKDQQHOOHG� E\�PHFKDQLVPV� WKDW� DUH� WR� DQ
H[WHQW�VRFLDOO\�XQLTXH��5XVVLD�LV�D�FDVH�LQ�SRLQW�

9 $�&$6(�678'<��7+(�)8785(�2)�2:1(56+,3�,1
5866,$��

5XVVLDQ�FRUSRUDWH�JRYHUQDQFH�LV��WKXV��RXWVLGH�WKH�ODUJHVW�FRPSDQLHV�EDVHG
RQ� DQ� DOOLDQFH� EHWZHHQ� HPSOR\HHV� DQG� PDQDJHUV�� (PSOR\HHV� SURWHVW
RSHQO\�RQO\�ZKHQ�WKH\�IHHO�ERWK�EHLQJ�SDZQV�LQ�DQ�DOLHQ�JDPH�DQG��ZKDW�LV
PRUH�� DOVR� IHHO� WKDW� WKH� PDQDJHUV� DUH� SOD\LQJ� WKH� JDPH� LQ� D� FOHDUO\
LQFRPSHWHQW� ZD\�� (PSOR\HHV� PD\� DFWXDOO\� HYHQ� KDYH� DQ� LQWHUHVW� LQ

������������������������������������������
���7KLV�VHFWLRQ�LV�SDUWLDOO\�EDVHG�RQ�6XWHOD��������



PDQDJHULDO�FRQWURO��)U\GPDQ��3LVWRU�DQG�5DSDF]\QVNL��������+DYLQJ�FOHDU
DXWKRULW\�ZLWKLQ�WKH�FRPSDQ\�WHQGV�WR�OHVVHQ�WKH�SRVVLELOLWLHV�RI�RZQHUVKLS
GLOXWLRQ�E\�DFWXDOO\�PDNLQJ�LW�PRUH�GLIILFXOW�WR�VHOO�VKDUHV�WR�RXWVLGHUV��$QG
LI� RXWVLGH� RZQHUVKLS� LQFUHDVHV� WKH� SUREDELOLW\� RI� GRZQVL]LQJ�� HPSOR\HHV
FKDUJH� D� KLJKHU� SULFH� ZKHQ� VHOOLQJ� VKDUHV� WR� RXWVLGHUV� WKDQ� WR� LQVLGHUV
�%ODQFKDUG� DQG� $JKLRQ� ������� )XUWKHUPRUH�� 5XVVLDQ� HPSOR\HHV� DQG
PDQDJHUV�DUH�RIWHQ�SLFWXUHG�DV�KDYLQJ�DQ�LPSOLFLW�FRQWUDFW�RQ�HPSOR\PHQW
DQG�EDVLF�VRFLDO�VHFXULW\��+DYLQJ�FOHDU�PDQDJHULDO�FRQWURO�WHQGV�WR�SUHYHQW
WKH�H[LVWHQFH�RI�D�ODUJH�QXPEHU�RI�IUHH�ULGHUV��ZKR�E\�VHOOLQJ�WKHLU�VKDUHV�WR
RXWVLGHUV�WKUHDWHQ�WKH�PDLQWHQDQFH�RI�WUDGLWLRQDO�HQWHUSULVH�VWDELOLW\��0RVW
5XVVLDQ�ILUPV�KDYH�EHHQ�VXUYLYDO�RULHQWHG��DQG�WKH�FORVLQJ�RI�UDQNV�DURXQG
PDQDJHUV�LV�D�ZD\�RI�WU\LQJ�WR�VXUYLYH�

2YHU� D� ORQJHU� SHULRG� RI� WLPH� WKLV� DOOLDQFH�PD\�ZHOO� SURYH� WRR� IUDJLOH� WR
EHDU� WKH� EXUGHQ� RI� UHVWUXFWXULQJ�� $V� SURGXFWLYLW\� KDV� FROODSVHG�
PDLQWDLQLQJ� YHU\� ORZ� LQYROXQWDU\� XQHPSOR\PHQW� OHYHOV� VHHPV� RQO\
SRVVLEOH�DV�ORQJ�DV�UHDO�ZDJHV�UHPDLQ�YHU\�ORZ�RU�VRIW�ILQDQFH�LV�DYDLODEOH
IURP�WKH�JRYHUQPHQW��5HVWUXFWXULQJ�LQ�WKH�ILUVW�SKDVH�RI�HFRQRPLF�XSWXUQ
PD\�WKHUHIRUH�EUHDN�WKH�FXUUHQW�DUUDQJHPHQW��,Q�DQRWKHU�VFHQDULR�PDQDJHUV
ZDQW� WR� NHHS� HQWHUSULVHV� HFRQRPLFDOO\� YLDEOH� DQG� VXVWDLQDEOH� HFRQRPLF
VWDELOL]DWLRQ���LQFOXGLQJ�KDUGHQHG�EXGJHW�FRQVWUDLQWV���ILQDOO\�VXFFHHGV��,Q
WKDW� RSWLPLVWLF� FDVH�� PDQDJHUV� PXVW� VRRQHU� RU� ODWHU� IDFH� WKH� FRUSRUDWH
FRQWURO�FKDOOHQJHV� UDLVHG�E\�VKDUH� LVVXHV� WR�DWWUDFW�RXWVLGH�HTXLW\�FDSLWDO�
7KH� LPPHGLDWH� SRVW�SULYDWL]DWLRQ� RZQHUVKLS� DUUDQJHPHQWV� PD\� WKHUHIRUH
ZHOO�SURYH� WR�EH� WHPSRUDU\�� ,Q�D� IHZ�FDVHV�DOUHDG\��FRPSDQ\�FULVHV�KDYH
JLYHQ�RXWVLGH�LQYHVWRUV�WKH�FKDQFH�WR�WDNH�FRQWURO�

5XVVLD�LV�QRW�D�FDVH�RI�HPSOR\HH�RZQHUVKLS��0DQDJHUV��QRW�HPSOR\HHV��DUH
WKH�DFWLYH�RZQHUV��DQG�WKH\�DUH�XVXDOO\�DEOH�WR�FRXQW�RQ�WKH�VXSSRUW�RI�WKH
ODWWHU� LQ� LPSRUWDQW� TXHVWLRQV� OLNH� GHIHQFH� DJDLQVW� RXWVLGH� UDLGHUV��$V� KDV
EHHQ� RIWHQ� SRLQWHG� RXW�� WKHUH� LV� JRRG� UHDVRQ� WR� EHOLHYH� WKDW� LQVLGHU
RZQHUVKLS�� LQ� DGGLWLRQ� WR� EHLQJ� KLJKO\� VXVSHFW� IURP� DQ� HTXLW\� SRLQW� RI
YLHZ�� PD\� OHDG� WR� OHVV� VWUXFWXUDO� FKDQJH�� LQYHVWPHQW� DQG� HIILFLHQF\� DQG
PRUH� UHQW�VHHNLQJ�� SURWHFWLRQLVP� DQG� SDWHUQDOLVP� WKDQ� D� PRUH� QRUPDO
RXWVLGHU�EDVHG� FDSLWDOLVW� GLVWULEXWLRQ� RI� SURSHUW\� WLWOHV� PLJKW� GR� �6XWHOD
������� ,Q� VKRUW�� LQVLGHU�FRQWUROOHG� HQWHUSULVHV� PLJKW� QRW� EH� SURILW
PD[LPL]HUV�� 7KHUH� LV� HYLGHQFH� WKDW� FXUUHQW� 5XVVLDQ� HQWHUSULVHV� GR� QRW
PD[LPL]H� SURILWV� �.OHLQHU� ������� $� ODUJH� VFDOH� VXUYH\� RI� SULYDWL]HG
5XVVLDQ�HQWHUSULVHV�HYHQ�ILQGV�D�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�WKH�UHODWLYH
LPSRUWDQFH� RI� LQVLGHU� RZQHUVKLS� DQG� HQWHUSULVH� HIILFLHQF\� �%UDYHUPDQ�



.ORFKNRY� DQG� /\XNPDQRY� ������� 7KH� UHDO� LVVXH� QDWXUDOO\� FRQFHUQV� WKH
LPSDFW� RI� LQVLGHU� SULYDWL]DWLRQ� XSRQ� WKH� ORQJ� WHUP� VWUXFWXUH� DQG
SHUIRUPDQFH�RI�WKH�HFRQRP\�

,Q� OLWHUDWXUH� UHODWHG� WR� GHYHORSHG� PDUNHW� HFRQRPLHV�� VHYHUDO� DUJXPHQWV
KDYH� EHHQ� GHYHORSHG� FRQFHUQLQJ� PDQDJHPHQW� RZQHUVKLS�� 7KH� FODVVLFDO
DUJXPHQW�IRU�WKH�EHQHILWV�RI�PDQDJHULDO�RZQHUVKLS�FRQFHUQV�LQFHQWLYHV��,I
PDQDJHUV� KDYH� WR� EHDU� WKH� ILQDQFLDO� FRQVHTXHQFHV� RI� WKHLU� GHFLVLRQV�� WKH
SUREDELOLW\�RI� WKHP�DFWLQJ� LQ� OLQH�ZLWK� WKH� LQWHUHVWV�RI�RWKHU� VKDUHKROGHUV
LQFUHDVHV�� 7KHUH� PLJKW� EH� OHVV� FRQVXPSWLRQ� RI� SHUTXLVLWHV� DQG� PRUH
XQREVHUYDEOH�PDQDJHULDO� HIIRUW�� 2Q� WKH� RWKHU� KDQG�� WRR� KLJK�PDQDJHULDO
RZQHUVKLS�VKDUH�PLJKW�ZHOO�OHDG�WR�WRR�PXFK�ULVN�WDNLQJ��,W�PLJKW�DOVR�OHDG
WR�KLJKO\� LQHIILFLHQW�PDQDJHULDO� ODERXU�PDUNHWV� DQG� LW�ZRXOG� LQ� DQ\� FDVH
QRW� EH� FRPSDWLEOH� ZLWK� WKH� QHHG� WR� UDLVH� RXWVLGH� FDSLWDO�� ,Q� WKH� ZHOO�
TXDOLILHG� RSLQLRQ� RI� 6KOHLIHU� DQG�9DVLOLHY� �������� WKH� RSWLPXP� VKDUH� RI
PDQDJHULDO�RZQHUVKLS�LV�VRPHZKHUH�LQ�WKH�UDQJH�RI���WR����SHU�FHQW�

5XVVLDQ� UHIRUPHUV� DQG� WKHLU� DGYLVRUV� DUH� QDWXUDOO\� DZDUH�RI� WKH�SUREOHP�
$V�DQ�HDUO\�UHSRUW��,QVWLWXW�(NRQRPLFKHVNRJR�$QDOL]D�������SXWV�LW�


���WKH�PDLQ�DFKLHYHPHQW�RI�SDVW�YRXFKHU� SULYDWL]DWLRQ�ZDV� LQGHHG
WKH� SRVVLELOLW\� RI� LPSOHPHQWLQJ� LW� LQ� WKH� FRQFUHWH� 5XVVLDQ
FLUFXPVWDQFHV�RI������������DQG��LQ�SDUWLFXODU��LWV�RUJDQL]LQJ�LQ�D
PDQQHU� ZKLFK� JDYH� LQFHQWLYHV� WR� DQ\� VRFLDO� JURXS� RI� VRPH
LPSRUWDQFH� WR� SDUWLFLSDWH�� RU� DW� WKH� YHU\� OHDVW�� WR� VHFXUH� WKHLU
QHXWUDOLW\��7KH�RULJLQDO�GLVWULEXWLRQ�RI�SURSHUW\�GLG�WDNH�SODFH��$QG
WKHUHIRUH� ZKDW� KDSSHQHG� ZDV� QRW� VR�PXFK� HFRQRPLFDOO\� UDWLRQDO
DQG� HIILFLHQW�� DV� SROLWLFDOO\� SRVVLEOH� DQG� VRFLDOO\� DFFHSWDEOH�� 7KH
HIILFLHQW� UHGLVWULEXWLRQ� RI� SURSHUW\�� IDFLOLWDWLRQ� RI� LQYHVWPHQW�
VWUXFWXUDO� FKDQJH�RI� SURGXFWLRQ�� DQG� FKDQJH� LQ� WKH� FKDUDFWHULVWLFV
RI�PDQDJHPHQW�DOO�UHPDLQ�WKH�SULPDU\�WDVNV�IRU�WKH�QH[W��PRQHWDU\
SKDVH� RI� SULYDWL]DWLRQ�� ,W� PD\� WKXV� EH� VDLG� WKDW� YRXFKHU
SULYDWL]DWLRQ�ZDV�MXVW�WKH�SUHOLPLQDU\�SKDVH��DQ�LQYLWDWLRQ�WR�D�UHDO
UHGLVWULEXWLRQ�RI�SURSHUW\
�

7KH� SUREOHP� WR� EH� DVNHG� LQ� WKLV� VHFWLRQ�� WKHQ�� LV� ZKHWKHU� WKH� 5XVVLDQ
LQVLGHU�SULYDWL]DWLRQ�RI�SDVW�\HDUV�VKRXOG�EH�VHHQ�DV�KDYLQJ�DOUHDG\�OHG�WR�D
UHODWLYHO\�SHUPDQHQW�DUUDQJHPHQW��RU�ZKHWKHU�WKH�&RDVH�7KHRUHP�PLJKW�EH
UHOHYDQW�IRU�5XVVLD��7KH�SDUWLFXODU�WKHRUHP�E\�5RQDOG�&RDVH�LQYRNHG�KHUH
VD\V�WKDW�LI�HIILFLHQW�PDUNHWV�LQ�SURSHUW\�WLWOHV�H[LVW�DQG�LI�SURSHUW\�WLWOHV�DUH



DVVLJQHG� FOHDUO\�� WKH� DFWXDO� RULJLQDO� GLVWULEXWLRQ� RI� WLWOHV� LV� RI� QR
LPSRUWDQFH�� DV� DQ� HIILFLHQW� GLVWULEXWLRQ�ZLOO� HPHUJH� RYHU� WLPH�� 3XW�PRUH
SURVDLFDOO\��ZH�DUH�DGGUHVVLQJ�WZR�UHODWHG�EXW�VHSDUDWH�TXHVWLRQV������KRZ
PXFK�SDWK�GHSHQGHQFH�LV�LQYROYHG�LQ�WKH�GLVWULEXWLRQ�RI�5XVVLDQ�SURSHUW\
WLWOHV��DQG������KRZ�HIILFLHQW�PLJKW�5XVVLDQ�VHFRQGDU\�PDUNHWV�IRU�SURSHUW\
WLWOHV�EHFRPH�LQ�WKH�IRUHVHHDEOH�IXWXUH"�7KH�GLVFXVVLRQ�RQO\�FRQFHUQV� WKH
5XVVLDQ� FDVH�� DQG� QR� H[SOLFLW� FRQFOXVLRQV� DUH� GUDZQ� FRQFHUQLQJ� WKH
HYHQWXDO�SRVVLELOLWLHV�WR�DSSO\�WKH�DQDO\VLV�LQ�RWKHU�VRFLHWLHV�

5XVVLD�QRZ�VWDQGV�LQ�IURQW�RI�VHYHUDO�LVVXHV�RI�RZQHUVKLS�DQG�FRQWURO��2QH
ZD\�RU�DQRWKHU��WKH\�KDYH�WR�EH�VROYHG��3RLQWLQJ�RXW�WKDW�WKHVH�FKRLFHV�DUH
KLJKO\�UHOHYDQW��DQG�IRFXVLQJ�RQ�VRPH�RI�WKH�LVVXHV�LQYROYHG�ZLOO�KRSHIXOO\
VKHG�OLJKW�RQ�VRPH�RI�WKH�WUXO\�KLVWRULFDO�GLPHQVLRQV�LQYROYHG�LQ�5XVVLDQ
SRVW�SULYDWL]DWLRQ�GHYHORSPHQWV�

-RVHSK�6WLJOLW]��������SRLQWV�RXW�WKDW�ZKDW� LV�FRPPRQO\�FDOOHG�WKH�&RDVH
7KHRUHP� LV� DFWXDOO\� D� FRQMHFWXUH�� ,W� ZDV� QHYHU� VWDWHG� LQ� D� SUHFLVH� IRUP�
6WLJOLW]�DOVR�DUJXHV� WKDW� WKRXJK� WKH�DEVHQFH�RI�FOHDU�SURSHUW\�ULJKWV�RIWHQ
JLYHV�ULVH�WR�SUREOHPV��ZHOO�GHILQHG�SURSHUW\�ULJKWV�GR�QRW�QHFHVVDULO\�OHDG
WR� HIILFLHQF\� LQ� WKH� SUHVHQFH� RI� SXEOLF� JRRGV�� WUDQVDFWLRQ� FRVWV� RU
DV\PPHWULF� LQIRUPDWLRQ�� 7KXV�� WKH� &RDVH� 7KHRUHP� LV� LQ� WKLV� YLHZ� QRW
VWULFWO\�WUXH�LQ�PRVW�HQYLURQPHQWV��$OVR��DFFRUGLQJ�WR�6WLJOLW]��WKH�DEVHQFH
RI� ZHOO�GHILQHG� SULYDWH� SURSHUW\� ULJKWV� QHHG� QRW� DOZD\V� JLYH� ULVH� WR
SUREOHPV�� +H� DOVR� DUJXHV� WKDW� SULYDWL]DWLRQ� GRHV� QRW� DOZD\V� GRPLQDWH
SXEOLF�FRQWURO�

&HQWUDO� DQG� FRQWURYHUVLDO� DV� WKHVH� FRQFHUQV� DUH� LQ� WKH� VFLHQFH� RI
HFRQRPLFV��GLVFXVVLQJ�WKHP�LV�QRW�WKH�SXUSRVH�RI�WKLV�SDSHU��2XUV�LV�KHUH�D
PXFK�PRUH� OLPLWHG�SUREOHP��*LYHQ� WKDW�SULYDWL]DWLRQ�KDV�EHHQ�GLDJQRVHG
DV�D�SULPDU\�SDUW�RI�5XVVLDQ�DQG�RWKHU� WUDQVIRUPDWLRQV��JLYHQ�WKDW�5XVVLD
KDV� LPSOHPHQWHG� LQVLGHU� SULYDWL]DWLRQ�� VKRXOG� RQH� H[SHFW� VXFK� SURSHUW\
ULJKWV�WR�UHPDLQ�UHODWLYHO\�SHUPDQHQW�RU�QRW"

)LUVW� ZH� WXUQ� WR� WKH� LVVXH� RI� SDWK� GHSHQGHQFH�� ,Q� WKH� FDVH� RI� 5XVVLDQ
SURSHUW\�DUUDQJHPHQWV��SDWK�GHSHQGHQFH�PLJKW�EH�FUXFLDO� IRU�DW� OHDVW� WZR
PDLQ� UHDVRQV��)LUVW��5XVVLDQV�PD\�KDYH� FKRVHQ� LQVLGHU� SULYDWL]DWLRQ�RYHU
WKH� RWKHU� RSWLRQV� EHFDXVH� RI� WKHLU� FXOWXUDO� YDOXHV�� ZKLFK� HPSKDVL]H� WKH
LPSRUWDQFH� RI� WKH� FROOHFWLYH�� 7KH� 5XVVLDQ� FROOHFWLYH�� LW� LV� LPSRUWDQW� WR
XQGHUVWDQG��LQFOXGHV�WKH�PDQDJHU�DV�WKH�OHDGHU��,W�LV�WKHUHIRUH�RQO\�QDWXUDO
WKDW� ZKLOH� WKH� PDMRULW\� RI� 5XVVLDQ� HQWHUSULVHV� KDYH� FKDQJHG� JHQHUDO



GLUHFWRU�VLQFH������� LQ�IRXU�RI�ILYH�FDVHV� WKH�QHZ�FKLHI� LV�DQRWKHU� LQVLGHU
�%ODVL� HW� DO�� ������� 6XFK� HPSKDVHV� ZRXOG� EH� D� QDWXUDO� H[WHQVLRQ� RI
$OH[DQGHU� =LQRYLHY
V� WKHRULHV� RI� KRPR� VRYLHWLFXV�� DQG� WKH� DSSURDFK� KDV
EHHQ� SURSRVHG� LQ� OHVV� H[WUHPH� IRUPV� E\� 5XVVLDQ� VRFLRORJLVWV� �0DJXQ
�������7R�WKH�GHJUHH�WKDW�RQH�EHOLHYHV�LQ�WKH�UHODWLYH�SHUPDQHQFH�RI�VXFK
FXOWXUDO�VSHFLILFV��RQH�PLJKW�DUJXH�WKDW�LQVLGHU�RZQHUVKLS�WHQGV�WR�UHPDLQ
GRPLQDQW�

6HFRQG�� SURSHUW\� LV� QRW� RQO\� DERXW� HFRQRPLF� HIILFLHQF\�� LW� LV� DOVR� DERXW
SRZHU�� SUHVWLJH� DQG� SULYLOHJH��'XULQJ� WKH� ODVW� \HDUV� RI� WKH�8665�� DV� WKH
SRVLWLRQ� RI� FHQWUDO� LQVWLWXWLRQV� GHWHULRUDWHG�� SODQW�� DQG� UHJLRQDO�OHYHO
PDQDJHUV� LQFUHDVLQJO\� IRXQG� WKHPVHOYHV� WKH� VXEMHFWV� RI� UHPDLQLQJ
HFRQRPLF� FR�RUGLQDWLRQ� DQG� GHFLVLRQ�PDNLQJ� SRZHU�� (DJHU� WR� H[SORGH
H[LVWLQJ� LQVWLWXWLRQV�DQG�VHHLQJ�FHQWUDO�PLQLVWULHV�DQG�RWKHU� DXWKRULWLHV� DV
WKH� PDLQ� GDQJHU� WR� WKH� LUUHYHUVLELOLW\� RI� RQJRLQJ� WUDQVIRUPDWLRQ�� WKH
5XVVLDQ� UHIRUPHUV�FRQFHQWUDWHG�XSRQ�XQGHUPLQLQJ� WKH�SRZHU�RI�0RVFRZ
EXUHDXFUDFLHV��7UXH�HQRXJK��YRXFKHU�SULYDWL]DWLRQ�2SWLRQ����WKH�KLJK�URDG
WR�LQVLGHU�FRQWURO��ZDV�QRW�D�SDUW�RI�WKHLU�RULJLQDO�LQWHQWLRQV��EXW�DFFHSWLQJ
LW�ZDV�D�SULFH�WKDW�WKH\�ZHUH�UHDG\�WR�SD\��$QG��DW�OHDVW�LI�%ODVL
V�VDPSOHV
DUH�UHSUHVHQWDWLYH�� LW�VHHPV�WKDW�RWKHU�PDVV�SULYDWL]DWLRQ�PHWKRGV�KDYH� LQ
SUDFWLFH� LPSOLHG� HYHQ� PRUH� LQVLGHU� RZQHUVKLS� WKDQ� WKH� PRUH� FRPPRQO\
DGRSWHG�2SWLRQ� ��� 6XUHO\� LW� VKRXOG� KDYH� EHHQ� SRVVLEOH� WR� IRUHVHH� WKDW� LI
LQVLGHU�SULYDWL]DWLRQ� LV� DOORZHG�� LW�ZLOO� EHFRPH� WKH�SUHYDLOLQJ� URXWH�� DV� LW
JDYH� WKH� SODQW�� DQG� UHJLRQDO�OHYHO�PDQDJHUV� D� FKDQFH� WR� OHJLWLPL]H� WKHLU
DOUHDG\� H[LVWLQJ� GH� IDFWR� RZQHUVKLS� SRVLWLRQ�� +DYLQJ� GH� IDFWR� SRZHU� LV
QLFH��KDYLQJ�DOVR�GH�MXUH�SRZHU�LV�HYHQ�EHWWHU�

,W�LV�LQ�WKLV�VHQVH�WKDW��WR�XVH�WKH�H[SUHVVLRQ�RI�/HRQLG�5DG]LNKRYVNLL��WKH
5XVVLDQ�SROLWLFDO�VFLHQWLVW��6RYLHW�QRPHQNODWXUD�H[FKDQJHG�'DV�.DSLWDO�IRU
FDSLWDO� �5DG]LNKRYVNLL� ������� 2WKHUV� KDYH� ZULWWHQ� DERXW� .UHPOLQ
&DSLWDOLVP��%ODVL�������DQG�&DSLWDOLVP�:LWK�$�&RPUDGH¶V�)DFH��)U\GPDQ�
0XUSK\�DQG�5DSDF]\QVNL��������2QH�RI�WKH�SUREOHPV�ZLWK�WKLV�VROXWLRQ�LV
�� DV�ZLOO� EH� DUJXHG�EHORZ� �� WKDW� IURP� WKH� LQYHVWPHQW� SRLQW� RI� YLHZ� VXFK
H[FKDQJH�FUHDWHG�FDSLWDOLVP�ZLWKRXW�FDSLWDO��L�H��LQYHVWDEOH�IXQGV�

7KHUH� LV� D� WKLUG� DUJXPHQW� IRU� SDWK� GHSHQGHQFH� DV�ZHOO�� $V�&KXEDLV� DQG
9LVKQHYVND\D� ������� ����� SXW� LW�� LQVLGHU�GRPLQDWHG� ILUPV� PD\� QRW� EH
DWWUDFWLYH�REMHFWV�IRU�RXWVLGH�LQYHVWRUV�




2I� FRXUVH� WKH� VXEVHTXHQW� VDOHV� DQG� SXUFKDVHV� RI� IUHH�RI�FKDUJH
VKDUHV�ZRXOG�HYHQWXDOO\�EULQJ�D�FKDQJH�RI�RZQHUV��+RZHYHU�� WKLV
SURFHVV� ZRXOG� WDNH� D� ORQJ� WLPH�� VLQFH� IDU�VLJKWHG� QDWLRQDO� RU
IRUHLJQ�LQYHVWRUV�WHQG�QRW�WR�LQYHVW�LQ�ZRUNHU�PDQDJHG�HQWHUSULVHV�


7KH� DUJXPHQW� LV� LQ� WHUPV� RI� ZRUNHU� GRPLQDQFH�� 7KHUH� VHHPV� WR� EH� QR
UHDVRQ�ZK\�LW�PLJKW�QRW�EH�WUXH�RI�LQVLGHU�GRPLQDQFH�LQ�JHQHUDO��7KHUH�LV
QR�UHDVRQ�ZK\�WKH�LQHYLWDELOLW\�RI� LQVLGHU�SULYDWL]DWLRQ�VKRXOG�KDYH�FRPH
DV� D� VXUSULVH� WR� 5XVVLDQ� SULYDWL]HUV�� $QG� DW� OHDVW� H[� SRVW�� 5XVVLDQ
SULYDWL]HUV�WHOO�WKDW�LW�GLG�QRW�FRPH�DV�D�VXUSULVH��,W�LV�WROG�E\�6KOHLIHU�DQG
9DVLOLHY��������WKDW�ZKDW�ZH�KDYH�LV�D�FDVH�RI�FRQVFLRXV�FKRLFH�


���� LI� WKH� 5XVVLDQ� SULYDWL]DWLRQ� SURJUDP� ZDV� WR� JR� DKHDG�� WKH
SROLWLFDO�DQG�HFRQRPLF�SRZHU�RI�PDQDJHUV�KDG�WR�EH�UHFRJQL]HG�����
WKH�JRDO�RI�UHIRUPV�ZDV�WR�JHW�ULG�QRW�RI� WKH�PDQDJHUV��EXW�RI� WKH
PLQLVWULHV� ���� ,Q� IDFW��FR�RSWDWLRQ�RI�PDQDJHUV� WKURXJK�KLJK�HTXLW\
RZQHUVKLS� ZDV� WKH� H[SOLFLW� DJHQGD� RI� WKH� SULYDWL]HUV� GLFWDWHG� E\
SROLWLFDO�QHFHVVLW\
�

1DWXUDOO\�� WKH� HFRQRPLF� DUJXPHQWV� LQ� IDYRXU� RI� �OLPLWHG�� PDQDJHULDO
RZQHUVKLS�ZHUH�DOVR�NQRZQ��%XW�VWLOO�LW�ZDV�REYLRXV�WR�5XVVLDQ�SULYDWL]HUV
LPPHGLDWHO\�DIWHU�PDVV�SULYDWL]DWLRQ�WKDW�WKH�JRDO�RI�FR�RSWDWLRQ�RYHUVKRW
LQ� WKH� VHQVH� WKDW� QRZ� 
WKH� 5XVVLDQ� PDQDJHUV� DUH� IDU� WRR� HQWUHQFKHG

�6KOHLIHU� DQG� 9DVLOLHY� ������ �������� 6XFK� FRUSRUDWH� JRYHUQDQFH
PHFKDQLVPV�DV�ERDUG�RI�GLUHFWRUV�RYHUVLJKW�� SUR[\� ILJKWV�� WDNH�RYHUV� DQG
EDQN� OHQGLQJ� DUH� OLWWOH� GHYHORSHG��7KH� JUHDW� TXHVWLRQ� LV�ZKHWKHU� LQVLGHUV
DUH� ZLOOLQJ� WR� VHH� WKHLU� SRVLWLRQ� ZHDNHQHG�� 7KH� VHFRQGDU\� TXHVWLRQ� LV
ZKHWKHU�WKDW�VKRXOG�WDNH�SODFH�SULPDULO\�WKURXJK�VHFXULWLHV�PDUNHWV�RU�WKH
EDQNLQJ� V\VWHP�� )LQDOO\�� RQH� VKRXOG� DVN� ZKDW� LV� SUREDEOH� WR� DFWXDOO\
KDSSHQ�

'HEDWHV�RQ�WKH�UHODWLYH�SRZHU�RI�PLQLVWULHV�DQG�PDQDJHUV�LQ�WKH�ODWH�6RYLHW
HFRQRP\�ZLOO� UHPDLQ�ZLWK�XV� IRU� D� ORQJ� WLPH� WR�FRPH��6WLOO�� LW� VKRXOG�EH
EH\RQG� GHEDWH� WKDW� LI�� LQGHHG�� LQVLGHU� SULYDWL]DWLRQ� KDV� EHHQ� D�PDWWHU� RI
SRZHU�� LW� ZRXOG� EH� UDVK� WR� H[SHFW� D� SURIRXQG� UHGLVWULEXWLRQ� RI� SURSHUW\
ULJKWV� MXVW� IRU� WKH� VDNH� RI� PRQH\�� )RU� 6KOHLIHU� DQG� 9DVLOLHY�� WKH� PRVW
LPSRUWDQW�DUJXPHQW�IRU�D�ORQJ�WHUP�GHFOLQH�LQ�LQVLGHU�FRQWURO�LV�WKH�QHHG�WR
UDLVH�RXWVLGH�HTXLW\�FDSLWDO�IRU�LQYHVWPHQW��$QG�LQGHHG��LQ�D�VHQVH��5XVVLDQ
SULYDWL]DWLRQ� FUHDWHG� FDSLWDOLVP� ZLWKRXW� FDSLWDO�� (QWHUSULVH� LQVLGHUV� LQ
PDQ\� FDVHV� VLPSO\� GR� QRW� KDYH� WKH�PRQH\� VR� EDGO\� QHHGHG� IRU� 5XVVLDQ



UHVWUXFWXULQJ��6RPH�RI�WKH�LQYHVWPHQW�IXQGV�DUH�RZQHG�E\�WKH�SRSXODWLRQ�DW
ODUJH��$�ELJJHU�VKDUH�LV�FRQFHQWUDWHG�ZLWKLQ�WKH�ILQDQFLDO�V\VWHP�

6R� IDU� HQWHUSULVH� VXUYLYDO� VWUDWHJLHV� KDYH� QRW� FRQFHQWUDWHG� XSRQ
LQYHVWPHQW�� /REE\LQJ� IRU� VXEVLGL]HG� ILQDQFH�� WD[� DQG� IRUHLJQ� WUDGH
SULYLOHJHV� DQG� SDUWLDO� SURGXFW� PL[� VKLIWV� KDYH� EHHQ� PRUH� SURILWDEOH�
$FFRUGLQJ� WR� SUHVV� UHSRUWV��PDQDJHUV� KDYH� RIWHQ� DOVR� FRQFHQWUDWHG� XSRQ
GXELRXV�ZD\V�RI� LQFUHDVLQJ� WKHLU� VWDNHV� LQ�FRPSDQLHV��7KH�PHWKRGV�XVHG
DUH�VHYHUDO��6RPH�RI�WKHP�ZLOO�EH�GHVFULEHG�VKRUWO\�

)URP� DQ� HIILFLHQF\� SRLQW� RI� YLHZ�� WKLV� LV� QRW� VXVWDLQDEOH�� 7KH� 5XVVLDQ
HFRQRP\�VKRXOG�EH�UHVWUXFWXUHG�DQG�WKDW�LV��DPRQJ�RWKHU�WKLQJV��D�TXHVWLRQ
RI�LQYHVWPHQW��%XW�SHUKDSV�PDQDJHULDO�RZQHUV�UHDOO\�SUHIHU�SRRU�EXW�
RZQ

FRPSDQLHV�WR�ZHDOWK\�EXW� 
DOLHQ
�RQHV"�7KH�SRVVLELOLW\�LV�HYLGHQW��SHUKDSV
QRW�OHDVW�RI�DOO�EHFDXVH�RI�5XVVLDQ�WUDGLWLRQV�FRQFHUQLQJ�WKH�YDOXH�RI�QDVKL
�RXUV���%ODVL�HW�DO��������������FKDUDFWHUL]H�WKH�DWWLWXGH�RI�5XVVLDQ�JHQHUDO
GLUHFWRUV�DV�
VXLFLGDO
�DQG�DV�PDNLQJ�QR�EXVLQHVV�VHQVH��:KHQ�DVNHG��ERWK
LQ������DQG�LQ�������WKUHH�RXW�RI�IRXU�JHQHUDO�GLUHFWRUV�VDLG�WKDW�WKH\�DQG
WKHLU� HPSOR\HHV� ZRXOG� RSSRVH� VHOOLQJ� D� PDMRULW\� RI� WKH� VKDUHV� RI� WKHLU
HQWHUSULVHV� WR� DQ� LQYHVWRU� ZKR�ZRXOG� EULQJ� WKH� HQWLUH� DPRXQW� RI� FDSLWDO
QHHGHG� WR�PRGHUQL]H� DQG� UHVWUXFWXUH� WKH� ILUP�� ,W� LV� TXLWH� DV� HYLGHQW� WKDW
ZKHWKHU� WKH� QHHG� IRU� RXWVLGH� HTXLW\� FDSLWDO� IRU� LQYHVWPHQW� SXUSRVHV
EHFRPHV� JUHDW� RU� QRW� DOVR� GHSHQGV� RQ� JRYHUQPHQW� DFWLRQ�� HVSHFLDOO\
FRQFHUQLQJ�RSHQLQJ�XS�RI� WKH�HFRQRP\��([SOLFLW� VXEVLGLHV� DUH� DOUHDG\�RI
OHVVHU� LPSRUWDQFH�� DQG� WKH� UHVRXUFHV� DYDLODEOH� IRU� VXFK� SXUSRVHV� DUH
PHDJUH�

7R�URXQG�XS�WKLV�SDUW�RI�WKH�GLVFXVVLRQ��ZH�FRPH�EDFN�WR�WKH�LVVXH�RI�WKH
LQHYLWDELOLW\�RI�LQVLGHU�RZQHUVKLS��,W�ZDV�DUJXHG�DERYH�WKDW�LQVLGHU�FRQWURO
ZDV� LQGHHG� LQHYLWDEOH�� 7KLV� LV� QRW� RQO\� DQ� H[� SRVW� JHQHUDOL]DWLRQ�� 
WKH
QHZO\�SURSRVHG�YDULDQW�RI�PDVV�SULYDWL]DWLRQ�ZLOO�WHQG�WR�PDNH�HQWHUSULVH
LQVLGHUV� LQ� JHQHUDO� DQG� PDQDJHUV� LQ� SDUWLFXODU� WKH� DFWLYH� RZQHUV� RI
LQGXVWU\
��6XWHOD����������>ZULWWHQ�LQ�6HSWHPEHU�����@���,W�ZDV�DOVR�DUJXHG
WKDW�� TXLWH� FOHDUO\�� LQVLGHU� GRPLQDQFH�ZDV� D� SULFH� WKDW�5XVVLDQ� UHIRUPHUV
ZHUH�ZLOOLQJ�WR�DFFHSW��%XW�GLIIHUHQW�YRLFHV�ZHUH�KHDUG�LQ�WKH�HDUO\�����V
DV�ZHOO��)LUVW��D�UHIHUHQFH�VKRXOG�EH�PDGH�WR�WKH�YLHZV�RI�WKH�EHVW�NQRZQ
5XVVLDQ� SURSRQHQW� RI� WKH� LGHD� RI� ODWH� VRFLDOLVP� DV� DQ� DGPLQLVWUDWLYH
PDUNHW��9LWDOLL�1DLVKXO
V��������GLVDSSURYDO�RI�DQ\�SODQV�IRU�SULYDWL]DWLRQ
LQ� 5XVVLD� ZDV� EDVHG� RQ� WKH� DVVXPSWLRQ� WKDW� SULYDWL]DWLRQ� ZRXOG� WDNH
SURSHUW\�DZD\�IURP�WKRVH�ZKR�DOUHDG\�RZQ�LW�




3ULYDWL]DWLRQ�LV�XQQHFHVVDU\�DQG�KDUPIXO�EHFDXVH�LQ�IDFW�LW�PHDQV�D
UHGLVWULEXWLRQ� RI� SURSHUW\�� D� IRUFHG� FRQILVFDWLRQ� E\� WKH� VWDWH� RI
OHJDO� HQWLWLHV
� SURSHUW\� ULJKWV� DQG� WKH� WUDQVIHU� RI� WKHVH� ULJKWV� WR
RWKHU�SHUVRQV�LQ� OLQH�ZLWK�D�SODQ�ZRUNHG�RXW�DQG� LPSOHPHQWHG�E\
EXUHDXFUDWV�


7KLV�� DFFRUGLQJ� WR� WKH� LQWHUSUHWDWLRQ� RIIHUHG� KHUH�� ZDV� QDWXUDOO\� H[DFWO\
ZKDW�GLG�QRW�WDNH�SODFH��/DULVD�3L\DVKHYD��DQRWKHU�SURPLQHQW�OLEHUDO��DOVR
KDG� OLWWOH� XQGHUVWDQGLQJ� IRU� ZKDW� ZDV� JRLQJ� RQ�� &RPPHQWLQJ� RQ
SULYDWL]DWLRQ� OHJLVODWLRQ� VKH� FRPPHQWHG� WKDW� 
���� XQGHU� QR� FLUFXPVWDQFHV
ZLOO�WKH�HPSOR\HHV�RI�DQ�HQWHUSULVH�KDYH�FRQWUROOLQJ�LQWHUHVW� LQ� LW�� ����7KLV
YLUWXDOO\�GHSULYHV�HPSOR\HHV�RI�WKH�RSSRUWXQLW\�WR�����EHFRPH�LQGHSHQGHQW
RI�DGPLQLVWUDWLYH�FRPPDQG´��3L\DVKHYD�����������

:KHWKHU� LQVLGHUV� DUH� ZLOOLQJ� WR� GLOXWH� WKHLU� GRPLQDQW� SRVLWLRQ� LV� RQH
TXHVWLRQ��:KHWKHU�WKH�PDUNHW�WKURXJK�ZKLFK�RZQHUVKLS�WUDQVIHU�PLJKW�WDNH
SODFH� H[LVWV�� LV� DQRWKHU�� :H� QRZ� WXUQ� WR� WKH� VHFRQG� TXHVWLRQ�� 5XVVLDQ
HTXLW\�PDUNHWV�H[LVW��KDYH�JURZQ�IDVW�LQ�ERWK�YROXPH�DQG�YDOXH��EXW�KDYH
DOVR� SURYHG� KLJKO\� YRODWLOH�� 5HSRUWV� RQ� YLRODWLRQ� RI� RXWVLGH� PLQRULW\
KROGHUV¶�ULJKWV�DUH�IUHTXHQW�EXW�DW�OHDVW�LQ�VRPH�FDVHV�DOVR�ZHOO�SXEOLVKHG�
7KH�SULYDWL]HUV�RI�5XVVLD�DUH�QDWXUDOO\�ZHOO�DZDUH�RI� WKHVH�SUREOHPV��DQG
WKH� EHVW� HFRQRPLVWV� DPRQJ� WKHP�� IXOO\� NQRZLQJ� WKDW� 
WKH� UHDO� ZRUN� KDV
RQO\�EHJXQ
� �6KOHLIHU�DQG�%R\FNR�������KDYH� OLVWHG�VL[�PDMRU� FKDOOHQJHV
DKHDG�� ���� WUDQVLWLRQ� WR� FDVK� SULYDWL]DWLRQ� �� WR� SURYLGH� HQWHUSULVHV� ZLWK
UHYHQXH� WR� DGGUHVV� SUREOHPV� RI� UHVWUXFWXULQJ� DQG� IRU� RWKHU� UHDVRQV�� ���
FRUSRUDWH� JRYHUQDQFH� DQG� OHJDO� UHIRUP� �� WR� IDFLOLWDWH� RXWVLGH� LQYHVWPHQW�
���� FUHDWLRQ� RI� VHFXULWLHV� PDUNHWV� �� IRU� UHDVRQV� REYLRXV� LQ� WKH� OLJKW� RI
SUHYLRXV� GLVFXVVLRQ�� ���� ODQG� DQG� UHDO� HVWDWH� UHIRUP�� ���� FRPSHWLWLRQ
SROLF\��DQG�����WKH�FUHDWLRQ�RI�D�QRQ�SODQW�VSHFLILF�VRFLDO�VDIHW\�QHW�

:KDW� FDQ� VXUHO\� EH� DUJXHG� LV� WKDW� WKHUH� KDV� EHHQ� WRR� OLWWOH� DQG� WRR� ODWH
HPSKDVLV� RQ� WKH�NLQGV� RI� LQVWLWXWLRQV� WKDW� DUH� QHHGHG� WR�PDNH� WKH�&RDVH
7KHRUHP� D� SRVVLELOLW\� LQ� 5XVVLD� �%ODVL� HW� DO�� ������� 2XU� NQRZOHGJH� RI
VHFRQGDU\� PDUNHWV� IRU� SURSHUW\� WLWOHV� LQ� 5XVVLD� LV� KLJKO\� GHILFLHQW�� 1R
SURSHU� RYHU�DOO� VWDWLVWLFV� H[LVW� RQ�PRVW� RI� WKH� LQWHUHVWLQJ� TXHVWLRQV�� ,Q� D
FRXQWU\� ZLWK� KLJKO\� GHILFLHQW�� LI� DQ\�� VKDUH� UHJLVWULHV�� FXVWRGLDO� DQG
FOHDULQJ� VHUYLFHV� QRERG\� FDQ� QR� IRU� VXUH� ZKR� RZQV� ZKDW� DQG� ZKDW� LV
DFWXDOO\� EHLQJ� WUDGHG� EHWZHHQ� ZKRP�� &OHDUO\�� HYHQ� ZKDW� LV� FODLPHG� E\
5XVVLDQ�DXWKRULWLHV�DV�IDFW�LV�XVXDOO\�QRWKLQJ�PRUH�WKDQ�D�UHVXOW�RI�SDUWLDO



VWXGLHV��VRPHWLPHV�HYHQ�OHVV��6WLOO��PDQ\�RI� WKH�HQWHUSULVH�OHYHO�H[DPSOHV
KLJKOLJKWHG� LQ� 5XVVLDQ� DQG�:HVWHUQ� SUHVV� DUH� LOOXVWUDWLYH�� HYHQ� LI� RIWHQ
VRPHZKDW�H[WUHPH�FDVHV��(QWHUSULVH�PDQDJHUV�UHPDLQ�VRPHWLPHV�LJQRUDQW
RI� DFWXDO� VWDNHKROGHUV� XQWLO� DQQXDO� VKDUHRZQHUV
�PHHWLQJV��7KH� QDPHV� RI
OHJLWLPDWH� VKDUHRZQHUV� PD\� EH� VLPSO\� ZLSHG� DZD\� IURP� UHJLVWULHV�
0DQDJHUV� VHFXUH� WKHLU� SRVLWLRQ� WKURXJK� WDUJHWHG� VKDUH� LVVXHV� ZLWKRXW
LQIRUPLQJ�RWKHU�RZQHUV��7KH\�DOVR��VRPHZKDW�URXWLQHO\��ZLWKKROG�UHOHYDQW
LQIRUPDWLRQ�IURP�RXWVLGH�LQYHVWRUV��0DQDJHUV�RIWHQ��LW�VHHPV��KDYH�SULRULW\
EX\LQJ� ULJKWV� LQ� FDVH� DQ� HPSOR\HH� ZDQWV� WR� VHOO� KLV�KHU� VKDUHV�� 1RW
NQRZLQJ�ZKR�WKH�DFWXDO�RZQHUV�DUH�LQ�HDFK�FDVH��WKH�PHGLD�FUHDWHV�IXUWKHU
XQFHUWDLQW\� E\� VSHFXODWLQJ� IUHHO\� RQ� VKDUH� WUDGLQJ�� HVSHFLDOO\� ZKHQ
VWUDWHJLF�LVVXHV�DUH�GHHPHG�WR�EH�LQYROYHG�

6R� IDU�� HPSLULFDO� UHVHDUFK� FOHDUO\� LQGLFDWHV� WKDW� WKRXJK� PDQ\� SULYDWL]HG
HQWHUSULVHV� KDG� VWDUWHG� WR� VKHG� H[FHVV� ODERXU�� WR� DGMXVW� WKHLU� RXWSXW� PL[
DFFRUGLQJ�WR�GHPDQG�DQG�WR�LQWURGXFH�WUDGH�DQG�VHUYLFH�DFWLYLWLHV��WKHUH�LV
VWLOO�QR�SURSHU�GLVWLQFWLRQ�EHWZHHQ� WKH�YRLFHV�RI�PDQDJHPHQW�� ODERXU�DQG
FDSLWDO�� 7KLV� VKRXOG� EH� VHHQ� DV� FRQVWLWXWLQJ� D� SUREOHP� QRW� EHFDXVH
PDQDJHULDO�FDSLWDOLVP�ZLWK�DQ�HPSOR\HH�YRLFH�LV�DXWRPDWLFDOO\�D�EDG�WKLQJ�
EXW� EHFDXVH� WKHUH� VKRXOG� H[LVW� D� FRQVHQVXV� WKDW� JLYHQ� WKH� 5XVVLDQ
EDFNJURXQG��VXFK�D�FRPELQDWLRQ�FRPHV�DOO�WRR�FORVH�WR�PDLQWDLQLQJ�DOO�WRR
PDQ\�RI�ODWH�6RYLHW�SHFXOLDULWLHV�

6RPH�RI� WKH� LVVXHV�RI�GHYHORSLQJ�VHFXULWLHV�PDUNHWV�DQG� OHJDO� UHIRUP�DUH
EDVLFDOO\�WHFKQLFDO�DQG�VLPSOH��,I�ZH�KDYH�DQ\�WUXVW� LQ�WKH�SRVVLELOLWLHV�RI
5XVVLDQ�LQIUDVWUXFWXUH�GHYHORSPHQW��WKH\�VKRXOG�QRW�EH�D�PDMRU�KLQGUDQFH
WR�GHYHORSPHQW��,QGHHG��E\�PLG������FUXFLDO�PDUNHW�LQIUDVWUXFWXUH�DOUHDG\
H[LVWV�� DQG� WKRXJK� PXFK� VWLOO� UHPDLQV� WR� EH� GRQH� WKH� WUHQG� LV� FOHDUO\
WRZDUGV�WKH�EHWWHU��7KH�LPSRUWDQW�UHJLVWU\��FXVWRGLDO�DQG�FOHDULQJ�V\VWHPV�
LQ� SDUWLFXODU�� DUH� HYROYLQJ�� 7KH� FUXFLDO� TXHVWLRQ�ZLOO� QR� ORQJHU� EH� LI� WKH
EDVLF�PDUNHW�LQIUDVWUXFWXUH�H[LVWV��EXW�LI�WKH�ZLOO�WR�XVH�LW�LV�WKHUH�QRZ�WKDW
WKH�LQVLGHUV�KDYH�KDG�WLPH�WR�OHDUQ�DQG�OLYH�WKH�UXOHV�RI�WKHLU�PDNLQJ�

)RU� WKH� WLPH� EHLQJ�� HQWHUSULVHV� FOHDUO\� JLYH� VKDUH� LVVXHV� RQO\� OLWWOH
LPSRUWDQFH�LQ�UDLVLQJ�FDSLWDO��:K\"�0DLQO\��LW�VHHPV��EHFDXVH�WKHUH�LV�RQO\
OLWWOH�LQWHUHVW�LQ�ORQJ�WHUP�ILQDQFH�LQ�JHQHUDO�ZKLOH�VKRUW� WHUP�EDQN�FUHGLW
KDV� RIWHQ� EHHQ� UHDGLO\� DYDLODEOH� DW� SUDFWLFDOO\� QR� FRVW�� ([LVWLQJ� WD[DWLRQ
DOVR�WHQGV�WR�PDNH�VKDUH�LVVXHV�D�YHU\�H[SHQVLYH�ZD\�WR�UDLVH�FDSLWDO�



2WKHU� ZHOO�NQRZQ� SUREOHPV� LQFOXGH� WKH� H[LVWLQJ� EDQNUXSWF\� SURFHGXUH�
ZKLFK�LV�VHOGRP�XVHG�DQG�DQ\ZD\�JLYHV�WRR�PXFK�SRZHU�WR�D�JRYHUQPHQW
DJHQF\��'HEW�LV�XQOLNHO\�WR�EHFRPH�DQ�HIIHFWLYH�FRQWURO�GHYLFH��%RDUGV�RI
PDQDJHPHQW� DUH� XVXDOO\� GRPLQDWHG� E\� LQVLGHUV�� $OWKRXJK� WKH� HTXLW\
PDUNHW� LV�GHYHORSLQJ�IDVW�� LW� LV�KLJKO\�FRQFHQWUDWHG�RQ�D�VPDOO�QXPEHU�RI
HQWHUSULVHV� �� XVXDOO\� WKH� VDPH� ILIW\�RGG� WKDW� IRUHLJQHUV� DUH� LQWHUHVWHG� LQ�
7KHUH�VHHPV�WR�EH�QR�PDUNHW�IRU�WKH�VKDUHV�RI�VRPHWKLQJ�OLNH����SHU�FHQW�RI
DOO�SULYDWL]HG�ILUPV��$OPRVW����SHU�FHQW�RI�DFWXDO�WUDGH�WDNHV�SODFH�RII�WKH
RIILFLDO�PDUNHWV�

7R�WKH�GHJUHH�WKDW�5XVVLDQ�HQWHUSULVHV�ZLOO�ZDQW�WR�LQYHVW��DQG�JRYHUQPHQW
PRQH\� ZLOO� QRW� EH� DYDLODEOH�� GHPDQG� IRU� LQYHVWPHQW� ILQDQFH� VKRXOG� EH
JUHDW�� ,Q�PRVW� FDVHV��PDQDJHUV�ZLOO� QRW� KDYH� WKH�PRQH\�� DQG� ODUJH� VFDOH
IRUHLJQ� LQYHVWPHQW� ORRNV� LPSUREDEOH� IRU� VHYHUDO� UHDVRQV�� 7KHUH� LV� QR
UHDVRQ�ZK\� LQYHVWPHQW� IURP� UHWDLQHG� HDUQLQJV�PDGH� WKURXJK� FDSLWDO� WKDW
KDV�EHHQ� LQKHULWHG� IUHH�RI�FKDUJH�ZRXOG� OHDG� WR�D�FRPSHWLWLYH�SURGXFWLYH
VWUXFWXUH�� 7KHUHIRUH�� WKH� ILUVW� FUXFLDO� LVVXH� ZLOO� FRQFHUQ� WKH� UHODWLRQV
EHWZHHQ� HQWHUSULVH� LQVLGHUV� DQG� WKH�PRQH\� DFFXPXODWHG� WKURXJK�5XVVLDQ
WUDGLQJ� DQG� ILQDQFLDO� FDSLWDOLVP�� 3RWHQWLDOO\�� WKH� VXSSO\� RI� LQYHVWPHQW
ILQDQFH�VKRXOG�EH�VXIILFLHQW��(VWLPDWHG�WHQV�RI�ELOOLRQV�RI�GROODUV�KDYH�EHHQ
DFFXPXODWHG� ERWK� DEURDG� DQG� DW� KRPH��0XFK� RI� WKLV�PRQH\� LV� LQ� OLTXLG
DVVHWV� DQG� WKHUHIRUH� WHFKQLFDOO\� HDV\� WR� PRELOL]H�� 7KLV� LV� ZKDW� PRVW
5XVVLDQ� UHIRUPHUV� SXW� WKHLU� KRSH� RQ� DV� WKH\� DLP� DW� GHYHORSLQJ� ERWK
SULPDU\� DQG� VHFRQGDU\� FDSLWDO� PDUNHWV�� ,Q� WKH� ILUVW� SKDVH�� WKH� VDOH� RI
UHPDLQLQJ� VWDWH�RZQHG� VKDUHV� �� DERXW� ��� SHU� FHQW� RQ� DYHUDJH� �� LQ
LQYHVWPHQW� WHQGHUV� RU� RWKHUZLVH� KDV� EHHQ� LQWHQGHG� WR� EHFRPH� WKH� JUHDW
VSXUW�IRU�FDSLWDO�PDUNHW�GHYHORSPHQW��6R�IDU�WKH�VHFRQG�SKDVH�RI�5XVVLDQ
SULYDWL]DWLRQ�KDV�QRW�OHDG�WR�JUHDWHU�LQIORZ�RI�RXWVLGH�PRQH\�WR�HQWHUSULVH
LQYHVWPHQW�

3ULYDWL]HUV� OLNH� 9DVLOLHY� KDYH� ORQJ� DUJXHG� WKDW� EHFDXVH� RI� WKH� SHFXOLDU
KLVWRU\� DQG� VWUXFWXUH�RI�5XVVLDQ�EDQNLQJ��ZKHUH� LQ�KRXVH�ZLOGFDWV� EDQNV
GRPLQDWH� QXPHULFDOO\�� WKH� &RQWLQHQWDO� PRGHO� RI� EDQN�FHQWUHG� ILQDQFLDO
V\VWHP� LV� VLQJXODUO\� XQVXLWDEOH� IRU� 5XVVLD� �6KOHLIHU� DQG� 9DVLOLHY� ������
7KHUHIRUH��WKH\�DLPHG�DW�FRQVSLFXRXVO\�IDLUHU�DQG�PRUH�WUDQVSDUHQW�FDSLWDO
PDUNHWV�WKDQ�WKH�EDQNLQJ�V\VWHP�LV��7KH�ORDQV�IRU�VKDUHV�VFKHPH�ZDV�RQH
RI�WKH�WHVWV�RI�WKLV�DSSURDFK��$QRWKHU�FUXFLDO�TXHVWLRQ�FRQFHUQV�WKH�IXWXUH
IDWH�RI�WKH�WHQWK�RI�VKDUHV�VWLOO�UHPDLQLQJ�LQ�VWDWH�RZQHUVKLS��DUH�WKH\�DOVR
WR�EH�WUDQVIHUUHG�WR�WKH�EDQNV��RU�PLJKW�WKH\�FUHDWH�DQRWKHU�ERRVW�WR�ZLGHO\
VSUHDG�RZQHUVKLS�DQG�OLTXLG�FDSLWDO�PDUNHWV"



2YHUDOO�LW�VHHPV�WKDW�WKH�FDOO��)U\GPDQ��3LVWRU�DQG�5DSDF]\QVNL�����������
IRU�µDQ�HIIHFWLYH��DQG�SHUKDSV�LQ�SDUW�FRHUFLYH��VWDWH�LQWHUYHQWLRQ¶�WR�RSHQ
5XVVLDQ�FRPSDQLHV�WR�RXWVLGH�LQIOXHQFH�ZLOO�QRW�EH�KHHGHG�E\�WKH�SUHVHQW
DXWKRULWLHV��2WKHU� WKLQJV�EHLQJ�HTXDO�� WKHUHIRUH��RQH�ZRXOG�H[SHFW� IXUWKHU
GHYHORSPHQW� WRZDUGV� D� EDQN�FHQWUHG� V\VWHP�� 7KRXJK� WKH� ERDVWV� RI
0RVFRZ� EDQNHUV� WKDW� VHYHQ� RI� WKHP� QRZ� FRQWURO� KDOI� RI� 5XVVLDQ
LQGXVWULHV��� DUH� QRW� VXSSRUWHG� E\� SXEOLFO\� DYDLODEOH� LQIRUPDWLRQ� RU� E\
HQWHUSULVH� VXUYH\V� �7DEOH� ���� LQWHJUDWLRQ� EHWZHHQ� 5XVVLDQ� ILQDQFLDO� DQG
LQGXVWULDO�FDSLWDO�LV�SURFHHGLQJ�VZLIWO\��0L]REDWD��������$W�WKH�VDPH�WLPH�
RSHQ�EDQNHU� LQIOXHQFH�XSRQ�5XVVLDQ�KLJK�SROLWLFV� KDV� EHFRPH�QRWRULRXV�
2Q�D�OHVV�YLVLEOH�OHYHO��OHDGLQJ�EDQNV�DQG�WKH�DXWKRULWLHV�VKDUH�D�FRPPRQ
LQWHUHVW� LQ� VXFK� LQVWLWXWLRQDO� DQG� SROLF\� GHYHORSPHQW� WKDW� ZRXOG� ERWK
VHFXUH� WKH� V\VWHPLF� VWDELOLW\� RI� WKH� EDQNLQJ� V\VWHP� DQG� DYDLODELOLW\� RI
PDUNHW�ILQDQFH�WR�ILQDQFH�HQGHPLF�EXGJHW�GHILFLW��7KLV�VKRXOG�EH�DYDLODEOH
RQ�WHUPV�WKDW�DUH�VXVWDLQDEOH�ERWK�ILVFDOO\�DQG�IURP�WKH�LQYHVWPHQW�ILQDQFH
SRLQW� RI� YLHZ�� *LYHQ� IDVW� PRQHWDU\� VWDELOL]DWLRQ�� D� KLJK� GHJUHH� RI
GROODUL]DWLRQ�DQG�D�VHHPLQJO\�IUDJLOH�EDQNLQJ�V\VWHP��WKLV�HTXDWLRQ�LV�QRW
HDV\�WR�VROYH�DQG�ZLOO�SUHRFFXS\�0RVFRZ�SROLWLFV�IRU�TXLWH�VRPH�WLPH�

2YHUDOO�� LQVLGHU� GRPLQDQFH� ZLOO� UHPDLQ� LPSRUWDQW� LQ� 5XVVLD�� 7KLV�� LQ
FRPELQDWLRQ�ZLWK�ILQDQFLDO�LQGXVWULDO� LQWHJUDWLRQ��PDNHV�XS� WKH�EDVLV�RI�D
YHU\� SHFXOLDU� 5XVVLDQ� FDSLWDOLVP�� &XUUHQWO\�� ILJKWLQJ� RYHU� WKH� FRQWURO� RI
ERDUGV� RI� SRVVLEO\� DOO� WKH� ODUJHVW� HQWHUSULVHV� LV� RQ�� DQG� LQ� PDQ\� FDVHV
FORVHO\�IROORZHG�QRW�RQO\�E\�WKRVH�GLUHFWO\�LQYROYHG��EXW�DOVR�E\�WKH�PHGLD
DQG�WKH�LQWHUQDWLRQDO�LQVWLWXWLRQV��7KLV�FUHDWHV�D�GHJUHH�RI�RSHQQHVV�LQ�WKH
SURFHVV��DQG�RXWVLGH�DWWHQWLRQ�VHHPV�WR�KDYH�PDGH�DQ�LPSDFW�LQ�VRPH�FDVHV
DW�OHDVW�

9, &21&/86,216

6HYHUDO�FRQFOXVLRQV�RIIHU� WKHPVHOYHV��)LUVW�� DQG�TXLWH� FOHDUO\�� WKHUH� LV�QR
VLQJOH� FRUUHFW� PHWKRG� RI� SULYDWL]DWLRQ�� 7KH� DFWXDO� RXWFRPHV� RI� GLIIHUHQW
SULYDWL]DWLRQ� SDWKV� DUH� VWLOO� XQFOHDU�� DV� VHFRQGDU\� DQG� WHUWLDU\
UHGLVWULEXWLRQV� RI� SURSHUW\� WLWOHV� FRQWLQXH�� DQG� WKH� WLPH� QHHGHG� IRU� WKH
SULYDWL]DWLRQ�UHVWUXFWXULQJ�SHUIRUPDQFH� OLQNV� WR�ZRUN� WKHPVHOYHV� WKURXJK

������������������������������������������
���7KH�)LQDQFLDO�7LPHV����1RYHPEHU������



LV� QRW� \HW� SDVW�� ,Q� IDFW�� LQIRUPDWLRQ� RQ� DFWXDO� RZQHUVKLS� DUUDQJHPHQWV� LV
RIWHQ� VFDUFH� DQG� SHUKDSV� XQUHOLDEOH�� 0DVV� SULYDWL]DWLRQ� KDV� EHFRPH
LQFUHDVLQJO\� IUHTXHQW� �� HVSHFLDOO\� LQ� FRXQWULHV� ZKHUH� FRPSHWLWLYH� SODQWV
KDYH� SHUKDSV� DOUHDG\� EHHQ� VROG� �� DQG� LV�ZLGHO\� DSSODXGHG��2Q� WKH� RWKHU
KDQG� WKH� SULYDWL]DWLRQ� RXWFRPHV� LQ�� VD\�� WKH� &]HFK� 5HSXEOLF� DQG� 5XVVLD
GLIIHU�VKDUSO\�IURP�WKH�RQHV�RULJLQDOO\�H[SHFWHG��+XQJDU\�KDV�SHUFHLYHG�QR
QHHG�WR�HQJDJH�LQ�PDVV�SULYDWL]DWLRQ��DQG�DW�OHDVW�VRPH�SURSRQHQWV�RI�VORZ
SULYDWL]DWLRQ�DOVR�IHHO�WKHPVHOYHV�YLQGLFDWHG�

6HFRQG��DOO�FRXQWULHV�FRPELQH�LQ�SUDFWLFH�GLIIHUHQW�PHWKRGV��7KH�QDPH�RI
WKH�JDPH�KDV�EHHQ�PXOWL�WUDFN�SULYDWL]DWLRQ�

7KLUG��WKH�LQLWLDO�FRQGLWLRQV�RI�HDFK�FRXQWU\�GLG�PDWWHU��7KDW�FRQFHUQV�WKH
H[WHQW�DQG�FKDUDFWHU�RI�GH� IDFWR� VWDNHV� LQ� ILUPV�KHOG�E\�GLIIHUHQW�JURXSV�
WKH� DYDLODELOLW\� RI� IRUHLJQ� LQYHVWPHQW�� WKH� QHHG� IRU� UHVWLWXWLRQ� DQG� RWKHU
DVSHFWV��LQFOXGLQJ�WKH�FKDUDFWHULVWLFV�RI�WKH�SROLWLFDO�SURFHVV�

)RXUWK��WKH�SULYDWH�VHFWRU�JURZV�LQGHSHQGHQWO\�RI� WKH�PHWKRGV�DQG�H[WHQW
RI�SULYDWL]DWLRQ��7KH�YDULDELOLW\�RI�QHZ�HQWUHSUHQHXUVKLS�DFURVV�FRXQWULHV�LV
QRW�\HW�ZHOO�XQGHUVWRRG�

)LIWK�� SULYDWL]DWLRQ� RXWFRPHV� FDQQRW� EH� SODQQHG�� ,Q� VHYHUDO� FDVHV�� WKH
RXWFRPHV�GLYHUJH�VWHHSO\�IURP�RULJLQDO�H[SHFWDWLRQV��7KH�H[WHQW�WR�ZKLFK
SULYDWL]DWLRQ� ZDV� RULJLQDOO\� SODQQHG� DV� VRFLDO� HQJLQHHULQJ� DOVR� GLIIHUHG
DFURVV�FRXQWULHV�

6L[WK��LQVLGHU�RZQHUVKLS�SUHGRPLQDWHV�LQ�PRVW�FRXQWULHV��6WDWH�RZQHUVKLS
UHPDLQV� LPSRUWDQW�� 7KRXJK� ILQDQFLDO� V\VWHPV� DUH� JHQHUDOO\� FORVHU� WR� WKH
&RQWLQHQWDO� WKDQ� WR� WKH� $QJOR�$PHULFDQ� V\VWHP�� WKH� UHODWLYH� VFDUFLW\� RI
EDQN� FDSLWDO� RIWHQ� OLPLWV� WKH� UROH� WKH\� FDQ� SOD\�� 1R� FRXQWU\� KDV� WUXH
SRSXODU� FDSLWDOLVP� RI� ZLGHO\� DQG� HYHQO\� VSUHDG� RZQHUVKLS�� 7KH� ERUGHU
EHWZHHQ�SXEOLF�DQG�SULYDWH�SURSHUW\�LV�RIWHQ�XQFOHDU�

6HYHQWK�� SULYDWL]DWLRQ� LV� EHJLQQLQJ� WR� PDNH� D� GLIIHUHQFH� WR� HQWHUSULVH
EHKDYLRXU�DQG�QHZ�SULYDWH�ILUPV�DUH�UDGLFDOO\�GLIIHUHQW�DOVR�LQ�5XVVLD�

)LQDOO\�� SULYDWL]DWLRQ� LV� QRW� \HW� RYHU��:KDW�ZLOO� EH� GRQH�ZLWK� UHPDLQLQJ
VWDWH�SURSHUW\�LV�RI�LPSRUWDQFH��VR�LV�WKH�GHYHORSPHQW�RI�VHFRQGDU\�PDUNHWV
LQ�SURSHUW\�WLWOHV��7KH�SROLWLFDO�DXWKRULWLHV�KDYH�WKH�FUXFLDO�UHVSRQVLELOLW\�LQ
PRVW�DVSHFWV��7UXH��DQ\�IRUP�RI�SULYDWL]DWLRQ�PD\�EH�EHWWHU�WKDQ�QHJOLJHQW



VWDWH� RZQHUVKLS��%XW� WKDW� RQO\� LPSOLHV� WKDW� QR� QHJOLJHQW� VWDWH� RZQHUVKLS
VKRXOG�H[LVW�

:KHUH� GRHV� RXU� GLVFXVVLRQ� WDNH� XV� FRQFHUQLQJ� WKH� WZR� IXQGDPHQWDO
HFRQRPLF� UHDVRQV� IRU� SULYDWL]DWLRQ� GLVWLQJXLVKHG� DERYH"� 7KH� YLHZ
XQGHUO\LQJ�WKLV�SDSHU�LV�FDSWXUHG�E\�WKH�WZR�FDSWLRQV�RQ�WKH�ILUVW�SDJH�

%,%/,2*5$3+,&$/�5()(5(1&(6

$JKLRQ��3KLOLSSH��2OLYLHU�%ODQFKDUG�DQG�5��%XUJHVV��������7KH�%HKDYLRXU
2I�6WDWH�)LUPV� ,Q�(DVWHUQ�(XURSH��3UH�3ULYDWL]DWLRQ��(XURSHDQ�(FRQRPLF
5HYLHZ���������������

$QGHUVRQ�� 5REHUW� (��� 6LPHRQ� 'MDQNRY�� *HUKDUG� 3RKO� DQG� 6WLIIHQ
&ODHVVHQV��������3ULYDWL]DWLRQ�$QG�5HVWUXFWXULQJ� ,Q�&HQWUDO�$QG�(DVWHUQ
(XURSH��:RUOG�%DQN�7HFKQLFDO�3DSHU��1R�������:DVKLQJWRQ�'&�

$QWF]DN�� 0DOJRU]DWD�� ������ ,QFRPH� )URP� 7KH� 3ULYDWLVDWLRQ� 2I� 6WDWH
(QWHUSULVHV� ,Q� 3RODQG�� +XQJDU\� $QG� 7KH� &]HFK� 5HSXEOLF� ,Q� ���������
�XSGDWHG�YHUVLRQ���&$6(�6WXGLHV�	�$QDO\VHV�����

cVOXQG��$QGHUV��3HWHU�%RRQH�DQG�6LPRQ�-RKQVRQ��������+RZ�7R�6WDELOL]H�
/HVVRQV�)URP�3RVW�&RPPXQLVW�&RXQWULHV��%URRNLQJV�3DSHUV�RQ�(FRQRPLF
$FWLYLW\�������������

%DOGZLQ�� 5LFKDUG� (��� -RVHSK� )�� )UDQFRLV� DQG� 5LFKDUG� 3RUWHV�� ������ 7KH
&RVWV�$QG�%HQHILWV�2I�(DVWHUQ�(QODUJHPHQW��7KH�,PSDFW�2Q�7KH�(8�$QG
&HQWUDO�(XURSH��(FRQRPLF�3ROLF\��������������

%ODQFKDUG��2OLYLHU��������7KH�(FRQRPLFV�2I�3RVW�&RPPXQLVW�7UDQVLWLRQ�
&ODUHQGRQ�3UHVV��2[IRUG�8.�

%ODQFKDUG��2OLYLHU�DQG�3KLOLSSH�$JKLRQ��������µ2Q�,QVLGHU�3ULYDWL]DWLRQ¶�
0,7��&DPEULGJH��0$��0LPHR�

%ODVL��-RVHSK�5��������µ&RUSRUDWH�*RYHUQDQFH�,Q�5XVVLD¶��3DSHU�SUHSDUHG
IRU� D� MRLQW� :RUOG� %DQN� DQG� &HQWUDO� (XURSHDQ� 8QLYHUVLW\� SULYDWL]DWLRQ
SURMHFW�FRQIHUHQFH�RQ�FRUSRUDWH�JRYHUQDQFH�LQ�&HQWUDO�(XURSH�DQG�5XVVLD�
������'HFHPEHU��:DVKLQJWRQ�'&�



%ODVL�� -RVHSK�� 0D\D� .URXPRYD� DQG� 'RXJODV� .UXVH�� ������ .UHPOLQ
&DSLWDOLVP��3ULYDWL]LQJ� 7KH� 5XVVLDQ� (FRQRP\�� &RUQHOO�8QLYHUVLW\� 3UHVV�
,WKDFD��1<�

%ODVF]\N�� %DUEDUD�� ������ 3LHUZV]H� ODWD� SU\ZDW\]DFML� Z� 3ROVFH� ������
�������3ROWH[W�

%ORPPHVWHLQ��+DQV�DQG�0LFKDHO�0DUUHVH��HGV����������7UDQVIRUPDWLRQ�2I
3ODQQHG� (FRQRPLHV�� 3URSHUW\� 5LJKWV� 5HIRUP� $QG� 0DFURHFRQRPLF
6WDELOLW\��2(&'��3DULV

%ROWRQ��3DWULFN�DQG�*HUDUG�5RODQG��������3ULYDWL]DWLRQ�3ROLFLHV�,Q�&HQWUDO
$QG�(DVWHUQ�(XURSH��(FRQRPLF�3ROLF\��������������

%RUHQV]WHLQ�� (GXDUGR� DQG� 0DQPRKDQ� .XPDU�� ������ 3URSRVDOV� )RU
3ULYDWL]DWLRQ�,Q�(DVWHUQ�(XURSH��,0)�6WDII�3DSHUV�������������

%RUQVWHLQ�� 0RUULV�� ������ 3ULYDWL]DWLRQ� ,Q� &HQWUDO� $QG� (DVWHUQ� (XURSH�
7HFKQLTXHV�� 3ROLF\� 2SWLRQV� $QG� (FRQRPLF� &RQVHTXHQFHV�� ,Q�
3ULYDWL]DWLRQ�� /LEHUDOL]DWLRQ� $QG� 'HVWUXFWLRQ�� HGLWHG� E\� /�� &VDED�
'DUWPRXWK��$OGHUVKRW�

%RUQVWHLQ�� 0RUULV�� ������ µ1RQ�6WDQGDUG� 0HWKRGV� ,Q� 7KH� 3ULYDWL]DWLRQ
6WUDWHJLHV�2I�7KH�&]HFK�5HSXEOLF��+XQJDU\��$QG�3RODQG¶��8QLYHUVLW\� RI
0LFKLJDQ��0LPHR��$XJXVW��

%RV�� 'LHWHU�� ������ 3ULYDWL]DWLRQ�� $� 7KHRUHWLFDO� 7UHDWPHQW�� &ODUHQGRQ
3UHVV��2[IRUG�8.�

%R\FNR�� 0D[LP�� $QGUHL� 6KOHLIHU� DQG� 5REHUW� 9LVKQ\�� ������ 3ULYDWL]LQJ
5XVVLD��0,7�3UHVV��&DPEULGJH�0$�

%UDGD�� -RVHI� &�� ������ 3ULYDWL]DWLRQ� ,V� 7UDQVLWLRQ� �� 2U� ,V� ,W"� -RXUQDO� RI
(FRQRPLF�3HUVSHFWLYHV�����������

%UDYHUPDQ�� $OHNVDQGU�� /HRQLG� .ORFKNRY� DQG� 9\DFKHVODY� /\XNPDQRY�
������$NYLRQRUQRH�2EVKFKHVWYR��Y�&KLNK�5XNDNK�8SUDYOHQLH"�3UREOHP\
7HRULL�,�3UDNLWLNL�8SUDYOHQL\D�����������



&DUOLQ�� :HQG\� DQG� 0LFKDHO� /DQGHVPDQQ�� ������ )URP� 7KHRU\� LQWR
3UDFWLFH"�&RUSRUDWH�5HVWUXFWXULQJ�DQG�(FRQRPLF�'\QDPLVP�LQ�7UDQVLWLRQ
(FRQRPLHV��:,,:�5HVHDUFK�5HSRUW��1R������

&KDYDQFH�� %HUQDUG� DQG� (ULF�0DJQLQ�� ������ 7KH� (PHUJHQFH� 2I� 9DULRXV
3DWK�'HSHQGHQW� 0L[HG� (FRQRPLHV� ,Q� 3RVW�6RFLDOLVW� &HQWUDO� (XURSH�
(PHUJR�����������&UDFRZ�

&KHDVW\��$GULDQQH�DQG�-�0��'DYLV��������)LVFDO�7UDQVLWLRQ�,Q�&RXQWULHV�2I
7KH�)RUPHU�6RYLHW�8QLRQ��$Q�,QWHULP�$VVHVVPHQW��0RFW�0RVW����������

&KXEDLV�� $QDWROLL� DQG� 0DULD� 9LVKQHYVND\D�� ������ 0DLQ� ,VVXHV� 2I
3ULYDWLVDWLRQ�,Q�5XVVLD��6WRFNKROP�,QVWLWXWH�2I�6RYLHW�$QG�(DVW�(XURSHDQ
(FRQRPLFV�:RUNLQJ�3DSHU�����

&KXEDLV�� $QDWROLL� DQG� 0DULD� 9LVKQHYVND\D�� ������ 0DLQ� ,VVXHV� 2I
3ULYDWL]DWLRQ� ,Q� 5XVVLD�� ,Q�� &KDQJLQJ� 7KH� (FRQRPLF� 6\VWHP� ,Q� 5XVVLD�
HGLWHG�E\�$��cVOXQG�DQG�5��/D\DUG��3LQWHU��/RQGRQ�

&RDVH��5�+��������7KH�3UREOHP�2I�7KH�6RFLDO�&RVW��-RXUQDO�2I�/DZ�$QG
(FRQRPLFV����������

&RIIHH��-RKQ�&��-U��������,QVWLWXWLRQDO�,QYHVWRUV�,Q�7UDQVLWLRQDO�(FRQRPLHV�
/HVVRQV� )URP� 7KH� &]HFK� ([SHULHQFH�� ,Q�� &RUSRUDWH� *RYHUQDQFH� ,Q
&HQWUDO� (XURSH� $QG� 5XVVLD� YRO�� ��� ��������� HGLWHG� E\� 5�� )U\GPDQ�� &�
*UD\�DQG�$��5DSDF]\QVNL��&HQWUDO�(XURSHDQ�8QLYHUVLW\�3UHVV��%XGDSHVW�

GH� 0HOR�� 0DUWKD�� &HYGHW� 'HQL]HU� DQG� $ODQ� *HOE�� ������ 3DWWHUQV� 2I
7UDQVLWLRQ� )RUP�3ODQ�7R�0DUNHW��7KH�:RUOG� %DQN� (FRQRPLF� 5HYLHZ�� ��
���������:DVKLQJWRQ�'&�

'HVDL�� 3DGPD�� ������ 5XVVLDQ� 3ULYDWL]DWLRQ�� $� &RPSDUDWLYH� 3HUVSHFWLYH�
7KH�+DUULPDQ�5HYLHZ����������

(DUOH�� -RKQ� 6�� DQG�5RVH�� 5LFKDUG�� ����D�� &DXVHV�$QG�&RQVHTXHQFHV�2I
3ULYDWL]DWLRQ�� %HKDYLRXU� $QG� $WWLWXGHV� 2I� 5XVVLDQ� :RUNHUV�� 6WXGLHV� ,Q
3XEOLF�3ROLF\�������8QLYHUVLW\�RI�6WUDWKFO\GH��*ODVJRZ�



(DUOH�� -RKQ� 6�� DQG� 5LFKDUG� 5RVH�� ����E�� 2ZQHUVKLS� 7UDQVIRUPDWLRQ�
(FRQRPLF�%HKDYLRXU��$QG�3ROLWLFDO�$WWLWXGHV�,Q�5XVVLD��6WXGLHV�,Q�3XEOLF
3ROLF\������8QLYHUVLW\�RI�6WUDWKFO\GH��*ODVJRZ�

(%5'��������7UDQVLWLRQ�5HSRUW��/RQGRQ�

(VWULQ�� 6DXO� �HG���� ������ 3ULYDWL]DWLRQ� ,Q� &HQWUDO� $QG� (DVWHUQ� (XURSH�
/RQJPDQ��/RQGRQ�

(VWULQ�� 6DXO�� ������ 3ULYDWLVDWLRQ� ,Q� &HQWUDO� $QG� (DVWHUQ� (XURSH��&(57
'LVFXVVLRQ�3DSHU�1R��������+HULRW�:DWW�8QLYHUVLW\��(GLQEXUJK�

(VWULQ��6DXO�DQG�5REHUW�6WRQH��������$�7D[RQRP\�2I�0DVV�3ULYDWL]DWLRQ�
7UDQVLWLRQ��������������7KH�:RUOG�%DQN��:DVKLQJWRQ�'&�

)LODWRWFKHY�� ,JRU�� ,UHQD� *URVIHOG�� -XGLW� .DUVDL��0LNH�:ULJKW� DQG� 7UHYRU
%XFN�� ������%X\RXWV� ,Q�+XQJDU\��3RODQG��$QG�5XVVLD��*RYHUQDQFH�$QG
)LQDQFH�,VVXHV��(FRQRPLFV�RI�7UDQVLWLRQ�����������

)LVFKHU��6WDQOH\��5DWQD�6DKD\�DQG�&DUORV�$��9HJK��������6WDELOL]DWLRQ�$QG
*URZWK� ,Q� 7UDQVLWLRQ� (FRQRPLHV�� 7KH� (DUO\� ([SHULHQFH�� -RXUQDO� 2I
(FRQRPLF�3HUVSHFWLYHV�����������

)U\GPDQ�� 5RPDQ�� .HQQHWK� 0XUSK\� DQG� $QGU]HM� 5DSDF]\QVNL�� �����
&DSLWDOLVP�:LWK�$�&RPUDGH¶V�)DFH��7UDQVLWLRQ����������

)U\GPDQ�� 5RPDQ�� .DWKDULQH� 3LVWRU� DQG� $QGU]HM� 5DSD]F\QVNL�� �����
&RUSRUDWH�*RYHUQDQFH� ,Q�$Q� ,QVLGHU�'RPLQDWHG�(FRQRP\��$�5HSRUW�2Q
5XVVLD��(FRQRPLFV�2I�7UDQVLWLRQ�������������

)U\GPDQ�� 5RPDQ�� .DWKDULQH� 3LVWRU� DQG� $QGU]HM� 5DSDF]\QVNL�� �����
,QYHVWLQJ� LQ� ,QVLGHU�'RPLQDWHG� )LUPV�� $� 6WXG\� 2I� 5XVVLDQ� 9RXFKHU
3ULYDWL]DWLRQ� )XQGV�� ,Q� &RUSRUDWH� *RYHUQDQFH� ,Q� &HQWUDO� (XURSH� $QG
5XVVLD�YRO�������������HGLWHG�E\�5��)U\GPDQ��&��*UD\�DQG�$��5DSDF]\QVNL�
&HQWUDO�(XURSHDQ�8QLYHUVLW\�3UHVV��%XGDSHVW�

)U\GPDQ��5RPDQ�DQG�$QGU]HM�5DSDF]\QVNL��������3ULYDWL]DWLRQ�,Q�(DVWHUQ
(XURSH��,V�7KH�6WDWH�:LWKHULQJ�$ZD\"�&HQWUDO�(XURSHDQ�8QLYHUVLW\�3UHVV�
%XGDSHVW�



)U\GPDQ�� 5RPDQ�� $QGU]HM� 5DSDF]\QVNL� DQG� -RKQ� 6�� (DUOH�� ����D�� 7KH
3ULYDWL]DWLRQ� 3URFHVV� ,Q� &HQWUDO� (XURSH�� &HQWUDO� (XURSHDQ� 8QLYHUVLW\
3UHVV��%XGDSHVW�

)U\GPDQ�� 5RPDQ�� $QGU]HM� 5DSDF]\QVNL� DQG� -RKQ� 6�� (DUOH�� ����E�� 7KH
3ULYDWL]DWLRQ� 3URFHVV� ,Q� 5XVVLD�� 8NUDLQH� $QG� 7KH� %DOWLF� 6WDWHV�� &HQWUDO
(XURSHDQ�8QLYHUVLW\�3UHVV��%XGDSHVW�

)U\H�� 7LPRWK\� DQG� $QGUHL� 6KOHLIHU�� ������ 7KH� ,QYLVLEOH� +DQG� $QG� 7KH
*UDEELQJ�+DQG��1DWLRQDO�%XUHDX�)RU�(FRQRPLF�5HVHDUFK�:RUNLQJ�3DSHU
6HULHV�������

*HOE��$ODQ�DQG�&KHU\O�*UD\��������7KH�7UDQVIRUPDWLRQ�2I�(FRQRPLHV�,Q
&HQWUDO�$QG�(DVWHUQ�(XURSH��,VVXHV��3URJUHVV�$QG�3URVSHFWV��7KH�:RUOG
%DQN��:DVKLQJWRQ�'&�

*RPXOND�� 6WDQLVODZ� DQG� 3LRWU� -DVLQVNL�� ������ 3ULYDWL]DWLRQ� ,Q� 3RODQG�
����������� 3ROLFLHV��0HWKRGV� $QG� 5HVXOWV�� ,Q�� 3ULYDWL]DWLRQ� ,Q� &HQWUDO
$QG�(DVWHUQ�(XURSH��HGLWHG�E\�6��(VWULQ��/RQJPDQ��/RQGRQ�

*UD\��&KHU\O�:��������,Q�6HDUFK�2I�2ZQHUV��3ULYDWL]DWLRQ�$QG�&RUSRUDWH
*RYHUQDQFH�,Q�7UDQVLWLRQ�(FRQRPLHV��7KH�:RUOG�%DQN�5HVHDUFK�2EVHUYHU�
������������:DVKLQJWRQ�'&�

*URV��'DQLHO�DQG�$OIUHG�6WHLQKHUU��������7KH�:LQGV�2I�&KDQJH��/RQJPDQ�
/RQGRQ�

*URVIHOG��,UHQD��������µ)LQDQFLDO�6\VWHPV�LQ�7UDQVLWLRQ��7KH�5ROH�RI�%DQNV
LQ�&RUSRUDWH�*RYHUQDQFH¶��3DSHU�SUHVHQWHG�DW�D�FRQIHUHQFH�RQ�RZQHUVKLS
WUDQVIRUPDWLRQ�DQG�UHVWUXFWXULQJ�SURFHVVHV�LQ�&HQWUDO�DQG�(DVWHUQ�(XURSH�
:DUVDZ��������$SULO�

+DQVRQ��3KLOLS��������:KDW�6RUW�2I�&DSLWDOLVP�,V�'HYHORSLQJ�,Q�5XVVLD"
&RPPXQLVW�(FRQRPLHV�	�(FRQRPLF�7UDQVIRUPDWLRQ�����������

+D\��-RQDWKDQ�5���$QGUHL�6KOHLIHU�DQG�5REHUW�0��0XUSK\��������7RZDUG�$
7KHRU\�2I�/HJDO�5HIRUP��(XURSHDQ�(FRQRPLF�5HYLHZ�������������

,0)��������:RUOG�(FRQRPLF�2XWORRN��2FWREHU��:DVKLQJWRQ�'&�



,QVWLWXW� (NRQRPLFKHVNRJR� $QDOL]D�� ����� 5RVVLLVNLH� (NRQRPLFKHVNLH
5HIRUP\��3RWHU\DQQ\L�*RG��0RVFRZ�

-RQHV�� 'HUHN�� ������ 7KH� 'HWHUPLQDQWV� RI� (FRQRPLF� 3HUIRUPDQFH� LQ
7UDQVLWLRQDO� (FRQRPLHV�� 7KH� 5ROHV� RI� 2ZQHUVKLS�� ,QFHQWLYHV� DQG
5HVWUXFWXULQJ�� :,'(5� 5HVHDUFK� IRU� $FWLRQ�� 1R����� :RUOG� ,QVWLWXWH� IRU
'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��+HOVLQNL�

.DOPL�� 3DQX�� ������ (YROXWLRQ� 2I� 2ZQHUVKLS� &KDQJH� $QG� &RUSRUDWH
&RQWURO�,Q�3RODQG��5HYLHZ�2I�(FRQRPLHV�,Q�7UDQVLWLRQ������������%DQN�RI
)LQODQG��+HOVLQNL�

.OHLQHU��*HRUJH��������5XVVLDQ�0DQDJHPHQW��$�7HVW�)RU�,QFRPSOHWH�3URILW
0D[LPL]LQJ��-RXUQDO�2I�&RPSDUDWLYH�(FRQRPLFV����

.RORGNR�� *U]HJRU]� DQG� 0DULR� 1XWL�� ������ 7KH� 3ROLVK� $OWHUQDWLYH�� 2OG
0\WKV��+DUG�)DFWV�DQG�1HZ�6WUDWHJLHV�LQ�WKH�6XFFHVVIXO�7UDQVIRUPDWLRQ�RI
WKH�3ROLVK�(FRQRP\��:,'(5�5HVHDUFK�IRU�$FWLRQ��1R�����:RUOG�,QVWLWXWH
IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��+HOVLQNL�

.RUPRQGL��5RJHU�&��DQG�(GZDUG�$��6Q\GHU��������%DQN�3ULYDWL]DWLRQ� ,Q
7UDQVLWLRQDO�(FRQRPLHV��7KH�:LOOLDP�'DYLGVRQ�,QVWLWXWH�DW� WKH�8QLYHUVLW\
RI�0LFKLJDQ�%XVLQHVV�6FKRRO�:RUNLQJ�3DSHU��1R���

.RUQDL��-DQRV��������7KH�5RDG�7R�$�)UHH�(FRQRP\��1RUWRQ��1HZ�<RUN�

.RWUED�� -RVHI�� ������ µ3ULYDWL]DWLRQ� $QG� 5HVWUXFWXULQJ�� )ULHQGV� $QG
(QHPLHV¶��3DSHU�SUHVHQWHG�DW�WKH�(XURSHDQ�(FRQRPLF�$VVRFLDWLRQ�PHHWLQJ
LQ�,VWDQEXO��$XJXVW�

.RWUED�� -RVHI� DQG� -DQ� 6YHMQDU�� ������ 5DSLG� $QG� 0XOWLIDFHWHG
3ULYDWL]DWLRQ�� ([SHULHQFH� 2I� 7KH� &]HFK� $QG� 6ORYDN� 5HSXEOLFV�� 0RFW�
0RVW�������������

/DLQHOD��6HLMD�DQG�3HNND�6XWHOD��������5XVVLDQ�3ULYDWL]DWLRQ�3ROLFLHV�� ,Q�
7KH�5XVVLDQ�(FRQRP\� ,Q�&ULVLV�$QG�7UDQVLWLRQ��������� HGLWHG� E\�3HNND
6XWHOD��%DQN�RI�)LQODQG��+HOVLQNL�

/DYLJQH��0DULH��������7KH�(FRQRPLFV�2I�7UDQVLWLRQ��0DFPLOODQ��/RQGRQ�



/HZDQGRZVNL�� -DQXV]� DQG� -DQ� 6]RPEXUJ�� ������ 3URSHUW\� 5HIRUP� $V� $
%DVLV�)RU�6RFLDO�$QG�(FRQRPLF�5HIRUP��&RPPXQLVW�(FRQRPLHV���������
����

/LHEHUPDQ�� ,UD�:�� DQG� 6XKDLO� 5DMXKD�� $Q�2YHUYLHZ�2I� 3ULYDWL]DWLRQ� ,Q
5XVVLD��,Q��5XVVLD��&UHDWLQJ�3ULYDWH�(QWHUSULVHV�$QG�(IILFLHQW�0DUNHWV����
����HGLWHG�E\�,UD�/LHEHUPDQ�DQG�-RKQ�1HOOLV��7KH�:RUOG�%DQN��:DVKLQJWRQ
'&�

/LSWRQ��'DYLG� DQG� -HIIUH\� 6DFKV�� ������ 3ULYDWL]DWLRQ� ,Q� (DVWHUQ� (XURSH�
7KH�&DVH�2I�3RODQG��%URRNLQJV�3DSHUV�2I�(FRQRPLF�$FWLYLW\�������������

0DJXQ�� 9ODGLPLU�� ������ -RE� 9DOXHV� $QG� /DERU� (WKLFV� ,Q� 6RFLDOLVW� $QG
3RVW�6RFLDOLVW�5XVVLD��,QVWLWXWH�RI�6RFLRORJ\��5XVVLDQ�$FDGHP\�RI�6FLHQFH�

0DOGHLNLV�� (XJHQLMXV�� ������ 3ULYDWL]DWLRQ� ,Q� /LWKXDQLD�� ([SHFWDWLRQV�
3URFHVV� $QG� &RQVHTXHQFHV��&(57� 'LVFXVVLRQ� 3DSHU�� ������ +HULRW�:DWW
8QLYHUVLW\��(GLQEXUJK�

0DXUR�� 3DROR�� ������ &RUUXSWLRQ� $QG� *URZWK�� 4XDUWHUO\� -RXUQDO� 2I
(FRQRPLFV�������������

0HUWOLN�� 3DYHO�� ������ &]HFK� 3ULYDWLVDWLRQ�� )URP� 3XEOLF� 2ZQHUVKLS� 7R
3XEOLF�2ZQHUVKLS�,Q�)LYH�<HDUV"�3UDJXH�(FRQRPLF�3DSHUV�������������

0LKDO\L�� 3HWHU�� ������ 3ULYDWLVDWLRQ� ,Q� +XQJDU\�� 1RZ� &RPHV� 7KH� +DUG
&RUH��&RPPXQLVW�(FRQRPLHV�	�(FRQRPLF�7UDQVIRUPDWLRQ�������������

0L]REDWD�� 6DWRVKL�� ������ )RUPDWLRQ�2I� )LQDQFLDO�&DSLWDO� ,Q�5XVVLD�� 7KH
5HDOLW\� 2I� )LQDQFLDO�,QGXVWULDO� *URXSV� $QG� &RPSDULVRQ� :LWK� 7KH
-DSDQHVH�0RGHO��'LVFXVVLRQ�3DSHU��1R������.\RWR�,QVWLWXWH�RI�(FRQRPLF
5HVHDUFK�

0RUNXQDLWH�� 5DVD�� ������ µ&RQFHQWUDWLRQ� 2I� &DSLWDO� ,Q� 7KH� 3URFHVV� 2I
9RXFKHU�3ULYDWL]DWLRQ�,Q�/LWKXDQLD¶��0LPHR�

0XUSK\��.HYLQ�0���$QGUHL�6KOHLIHU�DQG�5REHUW�:��9LVKQ\��������:K\�,V
5HQW�6HHNLQJ�6R�&RVWO\�7R�*URZWK��$PHULFDQ�(FRQRPLF�5HYLHZ��3DSHUV
$QG�3URFHHGLQJV�������������



0XUUHOO��3HWHU��������+RZ�)DU�+DV�7KH�7UDQVLWLRQ�3URJUHVVHG"�-RXUQDO�2I
(FRQRPLF�3HUVSHFWLYHV�����������

1DLVKXO�� 9LWDOLL�� ������ /LEHUDOLVP�� &XVWRPHU� 5LJKWV� $QG� (FRQRPLF
5HIRUP��&RPPXQLVW�(FRQRPLHV�	�(FRQRPLF�7UDQVIRUPDWLRQ�����������

1HOOLV�� -RKQ��������6R�)DU�6R�*RRG"�$�3ULYDWL]DWLRQ�8SGDWH��7UDQVLWLRQ�
�����������7KH�:RUOG�%DQN��:DVKLQJWRQ�'&�

2(&'������D��0DVV�3ULYDWL]DWLRQ��$Q�,QLWLDO�$VVHVVPHQW��3DULV�

2(&'������E��2(&'�(FRQRPLF�6XUYH\V��+XQJDU\�������3DULV�

2(&'������D��2(&'�(FRQRPLF�6XUYH\V��7KH�&]HFK�5HSXEOLF�������3DULV�

2(&'������E��2(&'�(FRQRPLF�6XUYH\V��3RODQG������������3DULV�

3DYOHQNR�� 6HUJHL�� ������ (NRQRPLND� GRURJR� ]DSODWLO� ]D� VYRH� VYHWORH
EXGXVKFKHH��1RYRH�YUHP\D�������������

3L\DVKHYD�� /DULVD�� ������ 3ULYDWL]DWLRQ�� &RQYHUVLRQ�� 6HFXULW\�� 2Q� 7KH
:UHFN� 2I� 7KH� 6RFLDOLVW� 0HQWDOLW\�� ,Q�� 'HIHQFH� &RQYHUVLRQ�� (FRQRPLF
5HIRUP�� $QG� 7KH� 2XWORRN� )RU� 7KH� 5XVVLDQ� $QG� 8NUDLQLDQ� (FRQRPLHV�
HGLWHG� E\� +HQU\� 6�� 5RZHQ�� &KDUOHV� -�� :ROI� DQG� -HDQQH� =ORWQLFN�� 6W�
0DUWLQ
V�3UHVV�

3LVWRU� .DWKDULQH� DQG� -RHO� 7XUNHZLW]� ������ &RSLQJ� :LWK� +\GUD� �� 6WDWH
2ZQHUVKLS� $IWHU� 3ULYDWL]DWLRQ�� ,Q�� &RUSRUDWH� *RYHUQDQFH� ,Q� &HQWUDO
(XURSH�$QG�5XVVLD��YRO�����HGLWHG�E\�5RPDQ�)U\GPDQ��&KHU\O�:��*UD\�DQG
$QGU]HM�5DSDF]\QVNL��&HQWUDO�(XURSHDQ�8QLYHUVLW\�3UHVV��%XGDSHVW�

3RSRY�� 9ODGLPLU�� ������ $� 5XVVLDQ� 3X]]OH�� :KDW� 0DNHV� WKH� 5XVVLDQ
(FRQRPLF� 7UDQVIRUPDWLRQ� D� 6SHFLDO� &DVH��:,'(5� 5HVHDUFK� IRU� $FWLRQ�
1R�����:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��+HOVLQNL�

3XUMX�� $ODUL�� ������ 7KH� 3ROLWLFDO� (FRQRP\� 2I� 3ULYDWLVDWLRQ� ,Q� (VWRQLD�
&(57�'LVFXVVLRQ�3DSHU��������+HULRW�:DWW�8QLYHUVLW\��(GLQEXUJK�

5DG]LNKRYVNLL�� /HRQLG�� ������ 1RPHQNODWXUD� 2EPHQ\DOD� 
.DSLWDO
� QD
.DSLWDO��,]YHVWL\D����0DUFK�



5LHFKPDQQ�� &KULVWRSK� )�� ������ &UHGLELOLW\� 2I� (QWHUSULVH� 5HVWUXFWXULQJ
$QG�3ULYDWL]DWLRQ�3ROLFLHV� ,Q�(DVWHUQ�(XURSH��(FRQRPLF�6\VWHPV���������
����

6DFKV�� -HIIUH\� '�� ������ 7KH� 7UDQVLWLRQ� $W� 0LG�'HFDGH�� $PHULFDQ
(FRQRPLF�5HYLHZ��3DSHUV�$QG�3URFHHGLQJV�������������

6DFKV��-HIIUH\�'��DQG�$QGUHZ�0��:DUQHU��������$FKLHYLQJ�5DSLG�*URZWK
,Q�7KH�7UDQVLWLRQ�(FRQRPLHV�2I�&HQWUDO�(XURSH��6WRFNKROP� ,QVWLWXWH� IRU
(DVWHUQ�(XURSHDQ�(FRQRPLHV�:RUNLQJ�3DSHU��1R�����

6DPRQLV�� 9DO�� ������ 7UDQVIRUPLQJ� 7KH� /LWKXDQLDQ� (FRQRP\�� &$6(
6WXGLHV�	�$QDO\VHV�����

6FKPLGW�� .ODXV�0�� ������ 7KH� 3ROLWLFDO� (FRQRP\� 2I�0DVV� 3ULYDWL]DWLRQ
$QG�7KH�5LVN�2I�([SURSULDWLRQ��6WRFNKROP�,QVWLWXWH�2I�(DVWHUQ�(XURSHDQ
(FRQRPLFV�:RUNLQJ�3DSHU��1R������

6FKPLGW��.ODXV�0��DQG�0RQLND�6FKQLW]HU��������0HWKRGV�2I�3ULYDWL]DWLRQ�
$XFWLRQV�� %DUJDLQLQJ� $QG� *LYH�$ZD\V�� 6WRFNKROP� ,QVWLWXWH� RI� (DVWHUQ
(XURSHDQ�(FRQRPLFV�:RUNLQJ�3DSHU��1R�����

6KOHLIHU�� $QGUHL� DQG�0D[LP�%R\FNR�� ������ 1H[W� 6WHSV� ,Q� 3ULYDWL]DWLRQ�
6L[� 0DMRU� &KDOOHQJHV�� ,Q�� 5XVVLD�� &UHDWLQJ� 3ULYDWH� (QWHUSULVH� $QG
(IILFLHQW� 0DUNHWV�� HGLWHG� E\� ,UD� /LHEHUPDQ� DQG� -RKQ� 1HOOLV�� 7KH�:RUOG
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