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7KH�GLVSHUVLRQ�RI�UDFLDO�LQFRPHV�LQ�6RXWK�$IULFD�KDV�EHHQ�GHFOLQLQJ�VLQFH� WKH
PLG� ����V�� 7KLV� KDV� EHHQ� DFFRPSDQLHG� E\� ULVLQJ� ZLWKLQ�JURXS� LQHTXDOLW\�
HVSHFLDOO\� DPRQJVW� EODFNV�� GULYHQ� E\� JURZLQJ� XQHPSOR\PHQW�� &RQVHTXHQWO\�
WKHUH�KDV�EHHQ�OLWWOH�LPSURYHPHQW�LQ�DJJUHJDWH�LQGLFDWRUV�RI�LQHTXDOLW\��,Q�WKLV
VWXG\��LW�LV�DUJXHG�WKDW�ODERXU�PDUNHW�FKDQJHV�UHVXOWLQJ�IURP�WKH�EUHDNGRZQ�RI
DSDUWKHLG� LQ� WKH� ZRUNSODFH� GRPLQDWHG� VKLIWV� LQ� WKH� GLVWULEXWLRQ� RI� LQFRPH
GXULQJ� WKH� ����V� DQG� ����V�� 6XEVHTXHQWO\�� WKH� HIIHFWV� RI� OLEHUDOL]DWLRQ� KDYH
EHHQ� PRUH� LQIOXHQWLDO�� 6LQFH� WKH� SROLWLFDO� WUDQVLWLRQ� LQ� ������ 6RXWK� $IULFD
V
JRYHUQPHQW� KDV� VRXJKW� WR� DGGUHVV� WKH� OHJDF\� RI� H[WUHPH� UDFLDO� LQFRPH
GLVSDULWLHV� ZLWKLQ� WKH� IUDPHZRUN� RI� D� EURDGO\� FRQVHUYDWLYH� PDFURHFRQRPLF
VWUDWHJ\�GHVLJQHG�WR�VWLPXODWH�SULYDWH� LQYHVWPHQW��+RZHYHU��HFRQRPLF�JURZWK
KDV�� WR�GDWH��EHHQ� LQVXIILFLHQW� WR� UHYHUVH�GHFOLQLQJ� IRUPDO�VHFWRU�HPSOR\PHQW�
6ORZ�UHIRUP�LV�OLNHO\�WR�EH�PRUH�VXVWDLQDEOH��EXW�WKLV�PHDQV�WKDW�LQHTXDOLW\�ZLOO
SUREDEO\�UHPDLQ�D�GHILQLQJ�IHDWXUH�RI�6RXWK�$IULFD�IRU�PDQ\�\HDUV�
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$GGUHVVLQJ�D�OHJDF\�RI�H[WUHPH�UDFLDO�LQHTXDOLW\�LV�RQH�RI�WKH�FKLHI�REMHFWLYHV
RI� 6RXWK� $IULFD
V� FXUUHQW� JRYHUQPHQW�� 'XULQJ� WKH� ����V� OHJDO� DQG
DGPLQLVWUDWLYH� UHVWULFWLRQV� RQ� EODFN� ODERXU� SURGXFHG� LQFUHDVLQJ� UDFLDO
LQHTXDOLWLHV�RI�LQFRPH��E\������WKH�SHU�FDSLWD�LQFRPH�RI�ZKLWHV�ZDV����WLPHV
KLJKHU� WKDQ� WKDW� RI�EODFNV���'XULQJ� WKH� ��� \HDUV� IURP������ WR� WKH� FKDQJH� RI
JRYHUQPHQW�LQ�������UDFLDO�GLVSDULWLHV�LQ�LQFRPH�DFWXDOO\�GHFOLQHG�DV�DSDUWKHLG
ZDV� HURGHG� LQ� WKH� ZRUNSODFH�� DOWKRXJK� IDOOLQJ� LQHTXDOLW\� EHWZHHQ� UDFHV²
DFKLHYHG� SULPDULO\� E\� D� UHGLVWULEXWLRQ� IURP� ZKLWHV� WR� EODFNV²ZDV
DFFRPSDQLHG� E\� ULVLQJ� LQHTXDOLW\�ZLWKLQ� UDFH� JURXSV��:KHQ� JRYHUQPHQW�ZDV
WUDQVIHUUHG� WR� WKH�PDMRULW\�� GHSULYDWLRQ� UHPDLQHG� FKDUDFWHULVWLF� RI�PRVW� EODFN
KRXVHKROGV�

6LQFH� WKH� SROLWLFDO� WUDQVLWLRQ� LQ� ������ SROLFLHV� WR� DGGUHVV� 6RXWK� $IULFD
V
LQHTXDOLWLHV�KDYH�EHHQ�SXUVXHG��7KHVH�ZHUH� VHW�RXW� LQ� WKH�5HFRQVWUXFWLRQ�DQG
'HYHORSPHQW�3URJUDPPH�DQG�D�YDULHW\�RI�OHJLVODWLYH�LQLWLDWLYHV��+RZHYHU��WKH
JRYHUQPHQW
V� DELOLW\� WR� DGGUHVV� VRFLDO� SUREOHPV� KDV� EHHQ� FRQVWUDLQHG� E\� LWV
FRPPLWPHQW� ERWK� WR� LPSOHPHQW� VWULFW� ILVFDO� SROLFLHV� DQG� WR� SXUVXH� VWUXFWXUDO
HFRQRPLF� UHIRUPV� �ZKLFK� LQHYLWDEO\� KDYH� VKRUW�WHUP� VRFLDO� FRVWV��� 7KH
XQGHUO\LQJ�WKHPH�RI�HFRQRPLF�SROLF\�GRFXPHQWV�OLNH�*URZWK�(PSOR\PHQW�DQG
5HGLVWULEXWLRQ� �*($5�� RI� ����� �56$�� ������ UHIOHFWV� D� YLHZ²VWURQJO\
LQIOXHQFHG� E\� QHRFODVVLFDO� RUWKRGR[\²WKDW� 6RXWK� $IULFD� ZLOO� EH� DEOH� WR
RYHUFRPH�SHUPDQHQWO\� WKH�HFRQRPLF� OHJDFLHV�RI�DSDUWKHLG�RQO\� WKURXJK� ORQJ�
WHUP�HFRQRPLF�JURZWK��:KDW�LV�XQFOHDU�LV�ZKHWKHU�WKH�JURZWK�JHQHUDWHG�ZLOO�EH
VXIILFLHQW� WR� DGGUHVV� LQHTXDOLW\²RU� HYHQ� EHJLQ� WR� PDNH� D� GLIIHUHQFH� LQ� WKH
PHGLXP�WHUP²RU�ZKHWKHU� WKHUH�DUH�DVSHFWV�RI� LQHTXDOLW\�ZKLFK� UHTXLUH�PRUH
GLUHFW�SROLF\�UHVSRQVHV�

7KLV�VWXG\�UHYLHZV�WKH�HYROXWLRQ�RI�LQHTXDOLW\�LQ�6RXWK�$IULFD��6HFWLRQ����DQG
GUDZV�WRJHWKHU�WKH�ILQGLQJV�RI�RWKHU�DXWKRUV�WR�KLJKOLJKW�WKH�SULPDU\�VRXUFHV�RI
FKDQJHV� LQ� WKH� QDWXUH� RI� LQHTXDOLW\� �6HFWLRQ� ���� 7KH� HYROXWLRQ� RI� HFRQRPLF
SROLF\� DQG� SHUIRUPDQFH� LV� WKHQ� DVVHVVHG� �6HFWLRQ� ���� GUDZLQJ� D� GLVWLQFWLRQ
EHWZHHQ�WKH�DSDUWKHLG�\HDUV�DQG�WKH�SRVW������SHULRG��7KH�SDSHU�WKHQ�FRQVLGHUV
WKH� SRVW�WUDQVLWLRQ� SROLF\� IUDPHZRUN� LQ� PRUH� GHWDLO�� 3ROLFLHV� WDUJHWHG� DW� WKH
VWUXFWXUDO� FDXVHV� RI� SRYHUW\� DUH� GLVFXVVHG� EULHIO\� LQ� 6HFWLRQ� ��� 6HFWLRQ� �
IRFXVHV�RQ� WKH� OLNHO\� LPSDFW� RI� WKH�PDFURHFRQRPLF� SROLF\� IUDPHZRUN� RQ� WKH
LQFRPH� GLVWULEXWLRQ� �XQIRUWXQDWHO\�� GDWD� DUH� QRW� \HW� DYDLODEOH� WR� DVVHVV� WKH
UHGLVWULEXWLRQDO� LPSDFW� RI� SRVW������ SROLF\� LQ� WHUPV� RI� VWDQGDUG�PHDVXUHV� RI
������������������������������������������
��7KH�UDFLDO�FODVVLILFDWLRQ�XVHG�LQ�WKLV�VWXG\�LV�LQ�DFFRUGDQFH�ZLWK�6RXWK�$IULFDQ�GHILQLWLRQV�
$VLDQV��EODFNV��LQGLJHQRXV�SHRSOH���FRORXUHGV��PL[HG�UDFH�SHRSOH���DQG�ZKLWHV�
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EUHDNGRZQ�RI�DSDUWKHLG�LQ�WKH�ZRUNSODFH�GRPLQDWHG�WKH�REVHUYHG�VKLIWV�LQ�WKH
GLVWULEXWLRQ�RI�LQFRPH�GXULQJ�WKH�����V�DQG�����V��+RZHYHU��WKHUH�LV�HYLGHQFH
WKDW�WKH�VKLIW�WRZDUGV�QHR�OLEHUDO�RUWKRGR[\�LV�LQFUHDVLQJO\�DIIHFWLQJ�WKH�LQFRPH
GLVWULEXWLRQ�
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��� 7KH�FRQWH[W��6RXWK�$IULFD�LQ�FRPSDUDWLYH�SHUVSHFWLYH

(DUO\� VWXGLHV� RI� LQFRPH� LQHTXDOLW\� IRXQG� WKDW� 6RXWK� $IULFD� KDG� WKH� PRVW
XQHTXDO� GLVWULEXWLRQ� RI� LQFRPH� LQ� WKH� ZRUOG� DPRQJVW� FRXQWULHV� ZKHUH
FRPSDUDEOH�LQIRUPDWLRQ�ZDV�DYDLODEOH��0F*UDWK��������6LPNLQV���������6RXWK
$IULFD� VWLOO� UDQNV� DPRQJVW� FRXQWULHV�ZLWK� WKH�PRVW� VNHZHG� GLVWULEXWLRQ�� DV� LV
HYLGHQW�IURP�7DEOH���

7DEOH� �� SUHVHQWV� ����� SHU� FDSLWD� *'3�� *LQL� FRHIILFLHQWV� DQG� WKH� KXPDQ
GHYHORSPHQW� LQGH[�� IRU� D� VHOHFWLRQ� RI� GHYHORSLQJ� FRXQWULHV�� 7KH� FKRLFH� RI
FRPSDUDWRU�FRXQWULHV� LV�GHWHUPLQHG� ODUJHO\�E\� WKH� DYDLODELOLW\�RI� �UHDVRQDEO\�
UHFHQW�*LQL�FRHIILFLHQWV��,Q�WHUPV�RI�*'3�SHU�FDSLWD�DQG�
KXPDQ�GHYHORSPHQW
�
6RXWK�$IULFD�FRPSDUHV�ZLWK�(FXDGRU��5RPDQLD��,QGRQHVLD��DQG�3HUX��+RZHYHU�
*LQL�FRHIILFLHQWV�VKRZ�WKDW�LQHTXDOLW\�LQ�6RXWK�$IULFD�LV�PRUH�W\SLFDO�RI�KLJKO\
XQHTXDO� VRFLHWLHV�� OLNH� &KLOH� DQG� %UD]LO� �ZKHUH� SHU� FDSLWD� LQFRPH� LV
FRQVLGHUDEO\�KLJKHU��RU�=LPEDEZH��ZKLFK�KDV�D�VLPLODU�FRORQLDO�KHULWDJH��EXW�LV
FRQVLGHUDEO\�SRRUHU��

$OWKRXJK�6RXWK�$IULFD
V�SHU�FDSLWD�LQFRPH�LV�VXIILFLHQWO\�KLJK�IRU�LW�WR�EH�UDWHG

XSSHU� PLGGOH�LQFRPH
� E\� WKH� :RUOG� %DQN�� LQHTXDOLW\� LQ� WKH� GLVWULEXWLRQ� RI
SHUVRQDO�LQFRPH��FRPSRXQGHG�E\�KLVWRULFDO�XQGHULQYHVWPHQW�LQ�KXPDQ�FDSLWDO
�KHDOWK�DQG�HGXFDWLRQ��IRU�WKH�PDMRULW\�RI�WKH�SRSXODWLRQ��PHDQV�WKDW�SRYHUW\�LV
ZLGHVSUHDG�

��� 7UHQGV�LQ�WKH�GLVWULEXWLRQ�RI�LQFRPH�DQG�SRYHUW\�LQ�6RXWK�$IULFD

8S�XQWLO������MRE�UHVHUYDWLRQ�IRU�ZKLWHV�HQVXUHG�WKHLU�SURWHFWHG�HPSOR\PHQW�DW
KLJK�ZDJHV�DQG�WKH�FURZGLQJ�RI�WKH�UHVW�RI�WKH�SRSXODWLRQ�LQWR�ORZ�VNLOOHG��ORZ�
SDLG�MREV��7KH�GLVSDULW\�EHWZHHQ�ZKLWH�DQG�QRQ�ZKLWH��HVSHFLDOO\�EODFN��ZDJHV
������������������������������������������
�� 7KH� KXPDQ� GHYHORSPHQW� LQGH[� LV� D� PHDVXUH� RI� VRFLDO� GHYHORSPHQW� FDOFXODWHG� E\� WKH
81'3�DQG�LV�EDVHG�RQ�LQGLFDWRUV�RI�*'3�SHU�FDSLWD��OLIH�H[SHFWDQF\�DQG�OLWHUDF\�DQG�VFKRRO
HQUROPHQW�UDWHV�
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ZLGHQHG� FRQVLGHUDEO\�� DQG� E\� ����� WKH� SHU� FDSLWD� LQFRPH� RI� ZKLWHV� ZDV� ��
WLPHV� KLJKHU� WKDQ� WKDW� RI� EODFNV� �:KLWHIRUG� DQG� 0F*UDWK�� ������ ���
0RQRSVRQLVWLF�HPSOR\PHQW�SUDFWLFHV�LQ�PLQLQJ�PHDQW�WKDW�EODFN�ZDJHV�GLG�QRW
ULVH�LQ�QRPLQDO�WHUPV�IRU�DERXW����\HDUV��EODFN�ZDJHV�LQ�DJULFXOWXUH�ZHUH�DOVR
VWDJQDQW��/LSWRQ������������������6RPH�UHDO�JURZWK�GLG�RFFXU�LQ�PDQXIDFWXULQJ
ZDJHV�� DV� KLJKHU� VNLOOV� DUH� UHTXLUHG� �/XQGDKO�� )UHGULNVVRQ� DQG�0RULW]�� �����
������DOWKRXJK�EODFNV�WHQGHG�WR�RFFXS\�ORZHU�VNLOOHG�SRVLWLRQV�

TABLE 1
INTERNATIONAL INDICATORS OF INEQUALITY

GDP per head
(PPP, 1995 $)

Gini coefficient* Human development
index (1995)

Chile 9,930 56.5 0.893
Thailand 7,742 46.2 0.838
Brazil 5,928 60.1 0.809
Ecuador 4,602 46.6 0.767
Romania 4,431 28.2 0.767
South Africa 4,334 59.3 0.717
Indonesia 3,971 36.5 0.679
Peru 3,940 46.2 0.729
Philippines 2,762 42.9 0.677
Zimbabwe 2,135 56.8 0.507
Zambia 986 49.8 0.378
Tanzania 636 38.2 0.358

Note: * based on survey data from various years: Chile, 1994; Thailand, 1992; Brazil, 1995;
Ecuador, 1994; Romania, 1994; South Africa, 1993-94; Peru, 1996; Indonesia, 1996;
Philippines, 1994; Zimbabwe, 1990; Zambia, 1996; and Tanzania, 1993. Care must be
taken in comparing these indicators as surveys may differ in context and coverage.
Sources: UNDP (1998), World Bank (1999a).

$IWHU� ����� WKHUH� ZDV� D� UHGLVWULEXWLRQ� RI� LQFRPH� IURP� ZKLWHV� WR� EODFNV�� 7KH
VKDUH�RI�WRWDO�LQFRPH�DFFUXLQJ�WR�ZKLWHV�����SHU�FHQW�RI�WKH�SRSXODWLRQ�LQ������
IHOO�IURP����SHU�FHQW�LQ������WR����SHU�FHQW�LQ�������ZKLOH�WKDW�RI�EODFNV��DERXW
���SHU�FHQW�RI�WKH�SRSXODWLRQ�LQ�������URVH�IURP����SHU�FHQW�WR����SHU�FHQW�RYHU
WKH� VDPH� SHULRG�� 7KH� UHPDLQGHU� ZHQW� WR� JURXSV� FODVVLILHG� DV� FRORXUHGV� DQG
$VLDQV��+RZHYHU��IRU�HDFK�UDFH�JURXS�WKH�VKDUH�RI�WRWDO�LQFRPH�DFFUXLQJ�WR�WKH
ORZHVW����SHU�FHQW�GHFOLQHG�LQ�WKH�WZR�GHFDGHV�WR�������ZKLOH�WKH�VKDUH�RI�WKH
WRS����SHU�FHQW�LQFUHDVHG��7KLV�ZDV�PRVW�GUDPDWLF�IRU�EODFNV��WKH�VKDUH�LQ�EODFN
KRXVHKROG� LQFRPH� RI� WKH� SRRUHVW� ��� SHU� FHQW� RI� EODFN� KRXVHKROGV� GHFUHDVHG
IURP����SHU�FHQW�WR���SHU�FHQW��ZKLOH�WKDW�RI� WKH�ULFKHVW����SHU�FHQW�LQFUHDVHG
IURP����SHU�FHQW�WR����SHU�FHQW�
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0HDVXUHV� RI� LQHTXDOLW\� EHDU� WKLV� RXW�� 8VLQJ� FHQVXV� GDWD��� :KLWHIRUG� DQG
0F*UDWK������������VKRZ�WKDW�WKH�*LQL�FRHIILFLHQW�IRU�KRXVHKROG�LQFRPH�RI�WKH
ZKROH� SRSXODWLRQ� GLG� QRW� FKDQJH� VLJQLILFDQWO\� EHWZHHQ� ����� DQG� ������
+RZHYHU��UDFLDO�*LQL�FRHIILFLHQWV�DOO�LQFUHDVHG��7DEOH����

TABLE 2
GINI COEFFICIENTS: HOUSEHOLD INCOME BY RACE, 1975 AND 1991; 1990

AND 1995

Whiteford and McGrath Hirschowitz (12 main urban areas)
1975 1991 1990 1995

Asian 0.45 0.49 0.29 0.46
Black 0.47 0.62 0.35 0.51
Coloured 0.51 0.52 0.37 0.42
White 0.36 0.46 0.50 0.44
Overall 0.68 0.68 0.63 0.55

Sources: Whiteford and McGrath (1999); Hirschowitz (1997).

'DWD�FRPSXWHG�E\�+LUVFKRZLW]��������IRU� WKH����PDLQ�XUEDQ�DUHDV�DOVR�VKRZ
ULVLQJ�LQHTXDOLW\�IRU�DOO� UDFLDO�JURXSV��H[FHSW�IRU�ZKLWHV��DQG�GHFOLQLQJ�RYHUDOO
XUEDQ�LQHTXDOLW\��7KHVH�FRHIILFLHQWV��EDVHG�RQ�WKH� VDPH�GHILQLWLRQV�RI� LQFRPH
DQG� WKH� VDPH� UHFLSLHQW� XQLWV�� VKRZ� YHU\� VWURQJ� LQFUHDVHV� LQ� LQHTXDOLW\�
HVSHFLDOO\� DPRQJVW� EODFN� KRXVHKROGV�� ,W� WKHUHIRUH� DSSHDUV� WKDW� ZLWKLQ�JURXS
LQHTXDOLW\�URVH�

,W� LV�QRW�SRVVLEOH�WR�EH�FHUWDLQ�DERXW�ZKDW�KDSSHQHG�WR�RYHUDOO� LQHTXDOLW\�RYHU
WKLV�SHULRG��7DEOH��� UHFRUGV� FDOFXODWLRQV� RI�*LQL� FRHIILFLHQWV� IURP�D� UDQJH�RI
GLIIHUHQW�VRXUFHV�

,W� LV� QRW� DW� ILUVW� FOHDU� IURP� WKHVH� ILJXUHV� ZKHWKHU� WKHUH� LV� D� WUHQG� LQ� RYHUDOO
LQHTXDOLW\��DOWKRXJK�FRPSDULQJ�OLNH�ZLWK�OLNH�DOORZV�VHYHUDO�REVHUYDWLRQV�WR�EH
PDGH��7KH�ILUVW�LV�WKDW�PHDVXUHV�RI�LQHTXDOLW\�RI�IRUPDO�LQFRPHV��ZKLFK�WHQG�WR
EH� KLJKHU� WKDQ� WKRVH� ZKLFK� WDNH� LQWR� DFFRXQW� DOO� LQFRPH� VRXUFHV�� IHOO� LQ� WKH
����V��7KH�VHFRQG�LV�WKDW�FDOFXODWLRQV�PDGH�E\�WKH�VDPH�DXWKRUV��DQG�WKHUHIRUH
XVLQJ�WKH�VDPH�GHILQLWLRQV�RI�LQFRPH�DQG�UHFLSLHQW��WHQG�WR�LQGLFDWH�D�PDUJLQDO
IDOO�LQ�RYHUDOO�LQHTXDOLW\�LQ�WKH�����V�DQG�����V��7KH�WKLUG�LV�WKDW�LQHTXDOLW\�LQ

������������������������������������������
�� 7KHVH� GDWD� SUREDEO\� RYHUVWDWH� WKH� H[WHQW� RI� LQHTXDOLW\�� DV� LW� LV� OLNHO\� WKDW� KRXVHKROG
LQFRPHV�� HVSHFLDOO\� DPRQJ� SRRU� KRXVHKROGV�� DUH� XQGHUHVWLPDWHG� E\� FHQVXV� HQXPHUDWRUV�
+RZHYHU�� WKHUH� LV� QR� RWKHU� VRXUFH� ZKLFK� SURYLGHV� LQIRUPDWLRQ� RQ� HFRQRP\�ZLGH� LQFRPH
GLVWULEXWLRQ� RYHU� WLPH�� $OWHUQDWLYH�� RQH�RII�� VRXUFHV�� HVSHFLDOO\� WKH� /LYLQJ� 6WDQGDUGV� DQG
'HYHORSPHQW�6XUYH\��/6'6��RI�������WHQG�WR�\LHOG�ORZHU�HVWLPDWHV�RI�ERWK�LQHTXDOLW\�DQG
SRYHUW\�
��7KH�*LQL�FRHIILFLHQW�FDOFXODWHG�RQ�D�SHU�FDSLWD�EDVLV�ZDV�HYHQ�KLJKHU��DW������
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WRWDO� LQFRPH� DFFUXLQJ� WR� XUEDQ�KRXVHKROGV� DSSHDUV� WR� KDYH� IDOOHQ� LQ� WKH� ILUVW
KDOI� RI� WKH� ����V� �DOWKRXJK� XUEDQ� LQHTXDOLW\� LV� JHQHUDOO\� OHVV� WKDQ� RYHUDOO
LQHTXDOLW\��� 7RJHWKHU� WKHVH� LQGLFDWRUV� SRLQW� WR� VRPH� GHFOLQH� LQ� RYHUDOO
LQHTXDOLW\��DOWKRXJK�WKH�FKDQJH�PD\�EH�VPDOO�

TABLE 3
SOUTH AFRICAN GINI COEFFICIENTS FOR DIFFERENT YEARS, 1959-95

Gini Income definition Recipient Source
1959 0.52 income person Cromwell (1977)
1960 0.55 income person Lachman and Bercuson (1992)
1965 0.58 income person Jain (1975)
1965 0.56 income person Lachman and Bercuson (1992)
1965 0.56 income person Lecaillon (1984)
1965 0.58 income person Paukert (1973)
1970 0.53 income person Lachman and Bercuson (1992)
1970 0.71 income (formal) person Simkins (1979)
1975 0.49 income person Lachman and Bercuson (1992)
1975 0.68 income household McGrath (1983)
1976 0.65 income (formal) person Simkins (1979)
1980 0.50 income person Lachman and Bercuson (1992)
1980 0.57 income (formal) person Devereaux (1984)
1985 0.51 income person Lachman and Bercuson (1992)
1987 0.48 income person Lachman and Bercuson (1992)
1990 0.63 income urban household Hirschowitz (1997)
1991 0.68 income household Whiteford and McGrath (1999)
1993 0.62 income household World Bank (1996)
1993 0.58 expenditure person World Bank (1999b)
1995 0.55 income urban household Hirschowitz (1997)
1995 0.59 income household Hirschowitz (1997)

Source: see last column.

$Q�DOWHUQDWLYH� LQHTXDOLW\� LQGH[�SURYLGHV� IXUWKHU�VXSSRUW� IRU� WKH�DUJXPHQW� WKDW
ZLWKLQ�JURXS� LQHTXDOLW\� URVH�� ZKLOH� RYHUDOO� LQHTXDOLW\� GLG� QRW� FKDQJH
VLJQLILFDQWO\�� 7KH� 7KHLO� HQWURS\� LQGH[�� KDV� DQ� DGYDQWDJH� RYHU� WKH� *LQL
FRHIILFLHQW� LQ� WKDW� LW� FDQ� EH� DGGLWLYHO\� EURNHQ� GRZQ� E\� VXEJURXS�� 7KH
DGYDQWDJH�RI�XVLQJ�JURXS�GHFRPSRVDEOH�LQHTXDOLW\�PHDVXUHV�LV�WKDW�LQHTXDOLW\
EHWZHHQ� JURXSV�� DV� ZHOO� DV� ZLWKLQ� JURXSV�� FDQ� EH� FRPSDUHG�� 7KHLO� LQGLFHV
FDOFXODWHG�E\�:KLWHIRUG�DQG�0F*UDWK�IRU������DQG������DUH�UHFRUGHG�LQ�7DEOH
��� 7KH\� VKRZ� WKDW� LQHTXDOLW\�ZLWKLQ� ERWK� EODFN� DQG�ZKLWH� SRSXODWLRQ� JURXSV
URVH�GXULQJ�WKH�����V�DQG�����V��7KH�LQFUHDVHG�GLVSDULW\�LQ�WKH�EODFN�JURXS�LV

������������������������������������������
��7KH�7KHLO� LQGH[�GHILQHV� LQHTXDOLW\� DV� WKH�GLVWULEXWLRQ�RI� LQFRPH�SHU� LQGLYLGXDO� �RU� DGXOW
HTXLYDOHQW��RYHU�KRXVHKROGV��7� ��<L��<��OQ��1<L��<���ZKHUH�L� ���������1��<L��<�LV�WKH�VKDUH�RI
WKH� LWK�SHUVRQ� LQ� WRWDO� LQFRPH��DQG�1� LV� WKH� WRWDO� VDPSOH�SRSXODWLRQ��7KH� LQGH[� LV� HTXDO� WR
]HUR�ZKHUH�SHUIHFW�HTXDOLW\�REWDLQV�
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SDUWLFXODUO\�KLJK��7KH�ZLWKLQ�JURXS�FRPSRQHQW�LV�QRZ�WKH�SULPDU\�FRQWULEXWRU
WR�RYHUDOO�LQHTXDOLW\���DFFRXQWLQJ�IRU����SHU�FHQW�RI�WRWDO�LQHTXDOLW\�LQ������DQG
��� SHU� FHQW� LQ� ������ %\� FRQWUDVW� WKH� EHWZHHQ�JURXS� FRPSRQHQW� KDV� IDOOHQ�
SULPDULO\�DV�D�UHVXOW�RI�VRPH�UHGLVWULEXWLRQ�IURP�ZKLWHV�WR�RWKHU�JURXSV���2WKHU
FDOFXODWLRQV�FRQILUP�WKLV�ILQGLQJ��UDFLDO�GLIIHUHQWLDOV�QDUURZHG�HYHQ�EHIRUH�WKH
FKDQJH�RI�JRYHUQPHQW�LQ�������ZKLOH�LQHTXDOLW\�ZLWKLQ�ERWK�WKH�EODFN�DQG�WKH
ZKLWH�JURXSV�URVH��/HLEEUDQGW��%KRUDW�DQG�:RRODUG��������0ROO��������

TABLE 4
THEIL INDICES OF INEQUALITY, 1975, 1991

1975 1991
Asian 0.20 0.20
Black 0.19 0.34
Coloured 0.25 0.22
White 0.12 0.18
Within-group component 0.14 0.23
Between-group component 0.23 0.16
Total population 0.37 0.39

Source: Whiteford and McGrath (1999: 15).

$SDUW�IURP�WKH�VWURQJ�UDFLDO�FKDUDFWHULVWLFV�HYLGHQW�LQ�WKH�LQFRPH�GLVWULEXWLRQ�
VHYHUDO� RWKHU� IHDWXUHV�RI� LQHTXDOLW\� LQ�6RXWK�$IULFD� KDYH� EHHQ� LGHQWLILHG�� )RU
LQVWDQFH��UXUDO�KRXVHKROGV�WHQG�WR�EH�PRUH�ZHOO�UHSUHVHQWHG�LQ�WKH�ORZHU�HQG�RI
WKH�LQFRPH�GLVWULEXWLRQ��IHPDOH�KHDGHG�KRXVHKROGV�RQ�DYHUDJH�DUH�SRRUHU�WKDQ
PDOH� �+LUVFKRZLW]�� ������ %XGOHQGHU�� ������� $FFHVV� WR� ZDJH�HDUQLQJ
RSSRUWXQLWLHV� LV� DOVR� FUXFLDO�� ,Q� WZR� GLIIHUHQW� DQDO\VHV� RI� SRYHUW\� LQ� 6RXWK
$IULFD��%XGOHQGHU��������DQG�6HHNLQJV��������LGHQWLI\�OD\HUV�RI�GLVDGYDQWDJH��
IHZHU�DGXOWV�DUH�HFRQRPLFDOO\�DFWLYH�LQ�SRRUHU�KRXVHKROGV��DQG�IHZHU�RI�WKRVH
ZKR� DUH� HFRQRPLFDOO\� DFWLYH� ILQG� HPSOR\PHQW�� %XGOHQGHU� DOVR� QRWHV� WKDW
DFFHVV�WR�ZDJH�LQFRPH�LV�KLJKO\�FRUUHODWHG�ZLWK�RWKHU�PHDVXUHV�RI�ZHOO�EHLQJ�
UXUDO�KRXVHKROGV�ZLWK�OLWWOH�DFFHVV�WR�EDVLF�VHUYLFHV�KDYH�GLPLQLVKHG�FKDQFHV�RI
ILQGLQJ�LQFRPH�HDUQLQJ�DFWLYLWLHV�

������������������������������������������
��2YHUDOO�LQHTXDOLW\�PHDVXUHG�LQ�WKLV�ZD\�DSSHDUV�WR�KDYH�ULVHQ�VOLJKWO\�
�� 7KH� VL]HV� RI� WKH� LQGLFHV� DUH� VHQVLWLYH� WR� WKH� UHODWLYH� VDPSOLQJ� RI� SRRU� DQG� QRQ�SRRU
KRXVHKROGV� LQ� WKH� VXUYH\V� XVHG� WR� JHQHUDWH� WKH� GDWD�� 5DFLDO� 7KHLO� LQGLFHV� FDOFXODWHG� E\
/HLEEUDQGW��%KRUDW�DQG�:RRODUG� �������XVLQJ�ERWK������DQG������KRXVHKROG� LQFRPH�GDWD
DUH�FRQVLGHUDEO\�KLJKHU� WKDQ� WKRVH�RI�:KLWHIRUG�DQG�0F*UDWK��+RZHYHU�� WKHLU� FDOFXODWLRQV
DUH�FRQVLVWHQW� LQ� WKDW� WKH\�DOVR�VKRZ�WKDW�ZLWKLQ�JURXS� LQHTXDOLW\�FRQWULEXWHV�PRUH� ����SHU
FHQW��WR�LQHTXDOLW\�WKDQ�GR�UDFLDO�GLIIHUHQFHV�
�� %XGOHQGHU
V� DQDO\VLV� LV� EDVHG� RQ� WKH� 2FWREHU� +RXVHKROG� 6XUYH\� DQG� WKH� ,QFRPH� DQG
([SHQGLWXUH�6XUYH\�RI�������6HHNLQJV
V�ZRUN�XVHV�WKH������6$/'58�GDWD�
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&DOFXODWLRQV� RI� SRYHUW\� LQ� 6RXWK� $IULFD� LQGLFDWH� KLJK� OHYHOV� RI� GHSULYDWLRQ�
:KLWHIRUG�DQG�0F*UDWK��������ILQG�WKDW��LQ�������DOPRVW�KDOI�RI�DOO�KRXVHKROGV
ZHUH� EHORZ� WKH� 0LQLPXP� /LYLQJ� /HYHO� �0//�� IRU� �XUEDQ�� $IULFDQ
KRXVHKROGV��� 7KHLU� FDOFXODWLRQV� DOVR� LQGLFDWH� WKDW� SRYHUW\� LV� KLJKHVW� LQ� WKH
IRUPHU� 
KRPHODQG
� DUHDV� �SUHGRPLQDQWO\� UXUDO��� ZKHUH� RYHU� WKUHH�TXDUWHUV� RI
KRXVHKROGV�ZHUH�EHORZ�WKH�0//��DQG�WKDW�LQFLGHQFH�LV�KLJKHVW�DPRQJVW�EODFN
KRXVHKROGV�� WZR�WKLUGV� RI�ZKLFK�ZHUH� EHORZ� WKH�0//��+RZHYHU�� WKH\� DUJXH
WKDW� WKH�0//� LV� JHQHURXVO\� KLJK� �:KLWHIRUG� DQG�0F*UDWK�� ������ ����� 6LQFH
WKHLU�FDOFXODWLRQV�UHYHDO�WKDW���SHU�FHQW�RI�ZKLWHV�IDOO�EHORZ�WKH�VDPH�0//��LW�LV
GLVWLQFWO\� SRVVLEOH� WKDW� WKH� 0//� RYHUVWDWHV� WKH� H[WHQW� RI� SRYHUW\� LQ� 6RXWK
$IULFD��1HYHUWKHOHVV�� WKHLU�HVWLPDWHV�RI� WKH�H[WHQW�RI�RYHUDOO�SRYHUW\� LQ�6RXWK
$IULFD�XVLQJ�WKUHH�GLIIHUHQW�SRYHUW\� OLQHV²WKH�0//��D�SRYHUW\� OLQH�RI����SHU
FHQW� RI� WKH� 0//� DQG� RQH� RI� ��� SHU� FHQW� RI� WKH� 0//²VWLOO� VKRZ� WKDW� D
VLJQLILFDQW�SURSRUWLRQ�RI�KRXVHKROGV�OLYH�LQ�FLUFXPVWDQFHV�RI�GHVWLWXWLRQ��7DEOH
���

TABLE 5
SHARE OF HOUSEHOLDS LIVING IN POVERTY, 1991 (%)

Asians 18
Blacks 67
Coloureds 38
Whites 7
Overall (MLL) 49
Overall (75 per cent of MLL) 32
Overall (50 per cent of MLL) 25

Source: Whiteford and McGrath (1999), using 1991 census and various income and
expenditure surveys.

&RPSDUHG�ZLWK�VLPLODU�FDOFXODWLRQV�RI�WKH�H[WHQW�RI�SRYHUW\�LQ�������LW�DSSHDUV
WKDW�WKH�SHUFHQWDJH�RI�KRXVHKROGV�LQ�SRYHUW\�IHOO� LQ�DOO� UDFLDO�JURXSV��ZLWK� WKH
H[FHSWLRQ� RI� ZKLWHV�� 7KH� GHFOLQH� ZDV� SDUWLFXODUO\� PDUNHG� DPRQJVW� FRORXUHG
DQG�$VLDQ� KRXVHKROGV�� )RU� EODFN� KRXVHKROGV�� WKH� GHSWK� RI� SRYHUW\� LQFUHDVHG
EHWZHHQ� ����� DQG� ������ DV� WKH� LQFRPHV� RI� WKH� SRRUHVW� ��� SHU� FHQW� RI� EODFN
KRXVHKROGV� IHOO� �:KLWHIRUG� DQG�0F*UDWK�� ������ ����� 7KHVH� ILQGLQJV� SURYLGH
VRPH� FRQILUPDWLRQ� IRU� WKH� YLHZ� WKDW� WKH� UHGLVWULEXWLRQ� ZKLFK� RFFXUUHG� DIWHU
�����ZDV�IURP�ZKLWHV�WR�$VLDQ��FRORXUHG�DQG�WKH�ULFKHU�EODFN�KRXVHKROGV�

������������������������������������������
��7KH�0//�LV�FDOFXODWHG�E\�WKH�%XUHDX�RI�0DUNHW�5HVHDUFK�
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,,, (;3/$,1,1*�7+(�2%6(59('�&+$1*(6�,1�,1(48$/,7<�
:$*(6�$1'�(03/2<0(17

:KLOH�SROLWLFDO�DSDUWKHLG�HQGHG�LQ�WKH�����V��HFRQRPLF�DSDUWKHLG�KDG�VWDUWHG�WR
FUXPEOH�GXULQJ� WKH�����V�� ,Q�PDQXIDFWXULQJ�� VWURQJ�JURZWK�GXULQJ� WKH�����V
KDG�FUHDWHG�VKRUWDJHV�RI�VNLOOHG�DQG�VHPL�VNLOOHG�ODERXU��%HOO����������±����DQG
WKH� UHPRYDO� RI� GLVFULPLQDWRU\� SUDFWLFHV� E\� IRUHLJQ�RZQHG� PXOWLQDWLRQDO
FRPSDQLHV� LQ� WKH� ����V� ZDV� IROORZHG� LPPHGLDWHO\� E\� GRPHVWLF� ILUPV
FRPSHWLQJ� IRU�ZRUNHUV��:KHQ� LQ� WKH� ����V� MRE� UHVHUYDWLRQ� LQ� WKH�PLQHV�ZDV
UHPRYHG��DQG� WKH� LQGXVWU\�ZDV�KLW� E\� D� VHULHV�RI� VWULNHV�E\�EODFN�PLQHUV�� WKH
UDSLGO\� ULVLQJ� JROG� SULFH� SHUPLWWHG� ZDJH� LQFUHDVHV� IRU� WKH� ILUVW� WLPH� VLQFH
��������,Q������EODFN�WUDGH�XQLRQV�ZHUH�OHJDOL]HG��7KH�QHW�HIIHFW�RI�WKHVH��DQG
RWKHU�� FKDQJHV� ZDV� DQ� HURVLRQ� RI� GLVFULPLQDWRU\� SUDFWLFHV� DJDLQVW� EODFNV
�.QLJKW� DQG� 0F*UDWK�� ������� HVSHFLDOO\� LQ� \RXQJHU� FRKRUWV� �0ROO�� ������
7RZDUGV� WKH� HQG�RI� WKH� ����V�� VRPH� ILUPV� EHJDQ� WR� DGRSW� DIILUPDWLYH� DFWLRQ
UXOHV��D�SURFHVV�ZKLFK�DFFHOHUDWHG�DIWHU�WKH�FKDQJH�RI�JRYHUQPHQW�LQ������

0ROO� ������� ����� DUJXHV� WKDW� WKH� UHPRYDO� RI� GLVFULPLQDWLRQ� LQ� HPSOR\PHQW
SUDFWLFHV� KDV� WKUHH� HIIHFWV�� )LUVW�� WKH� ZDJH� JDS� EHWZHHQ� EODFN� DQG� ZKLWH
ZRUNHUV�RI�HTXLYDOHQW�H[SHULHQFH�DQG�TXDOLILFDWLRQ�LV�QDUURZHG��7KLV�SURFHVV�LV
FRQFHQWUDWHG� LQ� WKH� PLGGOH� RI� WKH� ZDJH� DQG� RFFXSDWLRQ� GLVWULEXWLRQ�� ZKHUH
GLIIHUHQW�UDFH�JURXSV�FRPSHWH�IRU�VLPLODU�MREV��ZKHUHDV�DW�WKH�ERWWRP�RU�WRS�RI
WKH�GLVWULEXWLRQ�WKHUH�LV�OLWWOH�E\�ZD\�RI�UDFLDO�RYHUODS��6HFRQG��PRUH�EODFNV�DUH
SURPRWHG�LQWR�WKH�PRVW�VHQLRU�RFFXSDWLRQV��EXW��EHFDXVH�RI�WKH�UHODWLYH�VFDUFLW\
RI�VXIILFLHQWO\�VNLOOHG�EODFN�ZRUNHUV�� WKH\�GR�QRW�FRPSHWH�DZD\�WKH�UHQWV�WKDW
WKLV� JURXS� HQMR\V�� $W� WKH� VDPH� WLPH�� WKH� GHPDQG� IRU� VHPL�VNLOOHG� EODFNV� LV
LQVXIILFLHQW� WR� GUDZ� ODUJH� QXPEHUV� RXW� RI� XQVNLOOHG� SRVLWLRQV�� VR� HDUQLQJV
LQHTXDOLW\�DPRQJVW�EODFNV�ULVHV��7KLUG��DV�ZKLWH�XQLRQV�ORVH�WKHLU�KROG�RYHU�WKH
VHPL�VNLOOHG� RFFXSDWLRQV�� SRRUO\� VNLOOHG� ZKLWHV� IDOO� LQWR� ORZHU�SDLG
RFFXSDWLRQV��VR�WKDW�HDUQLQJV�LQHTXDOLW\�DPRQJVW�ZKLWHV�ULVHV�

,I�D�SURFHVV�OLNH�WKLV�GRHV�H[SODLQ�WKH�VLPXOWDQHRXV�IDOO�LQ�UDFLDO�LQHTXDOLW\�DQG
ULVH�LQ�ZLWKLQ�JURXS�LQHTXDOLW\��LW�VXJJHVWV�WKDW�LQHTXDOLW\�LQ�WKH�GLVWULEXWLRQ�RI
LQFRPH� LV�GULYHQ�E\�ZKDW�KDSSHQV� WR�ZDJH� LQFRPH�� ,I�� DV�ZLOO�EH� DUJXHG�� WKH
HIIHFW� RI� UHGXFHG� GLVFULPLQDWLRQ� LQ� WKH� ODERXU�PDUNHW� KDV� EHHQ� UHLQIRUFHG� E\
LQFUHDVLQJ� XQHPSOR\PHQW�� WKLV� ZRXOG� XQGHUVFRUH� WKH� LPSRUWDQFH� RI� IRUPDO�
VHFWRU�ZDJHV�LQ�GULYLQJ�RYHUDOO�LQHTXDOLW\�

������������������������������������������
���%HWZHHQ������DQG������EODFN�ZDJHV�WUHEOHG�RQ�WKH�JROG�PLQHV��/LSWRQ�������������



�

��� 7KH�UROH�RI�ZDJH�GLIIHUHQWLDOV�LQ�H[SODLQLQJ�LQHTXDOLW\

7KH� LPSRUWDQFH�RI�ZDJH� LQFRPH� LQ�GHWHUPLQLQJ� LQHTXDOLW\� LQ�6RXWK�$IULFD� LV
HPSKDVL]HG� LQ� D� VWXG\� E\� /HLEEUDQGW�� :RRODUG� DQG� :RRODUG� �������� %\
GHFRPSRVLQJ� *LQL� FRHIILFLHQWV� IRU� EODFN� KRXVHKROGV� DFFRUGLQJ� WR� LQFRPH
FRPSRQHQWV����WKH\�VKRZ��QRW�VXUSULVLQJO\��WKDW�ZDJH�LQFRPH�FRQWULEXWHV�PRVW
WR� RYHUDOO� LQFRPH� LQHTXDOLW\�� 7KLV� LQHTXDOLW\� DFURVV� WKH� SRSXODWLRQ� RI� EODFN
KRXVHKROGV� GHSHQGV� ERWK� RQ� WKH� GLVWULEXWLRQ� DPRQJVW� WKRVH� WKDW� DUH� HDUQLQJ
ZDJHV�DQG�RQ�WKH�SURSRUWLRQ�WKDW�KDYH�QR�DFFHVV�WR�ZDJH�LQFRPH��/HLEEUDQGW�
:RRODUG�DQG�:RRODUG�DUJXH�WKDW�LW�LV�SULPDULO\�WKH�ODWWHU²WKDW�LV��WKH�H[WHQW�RI
XQHPSOR\PHQW²WKDW� FRQWULEXWHV� WR� D� KLJK� *LQL� FRHIILFLHQW� ������� IRU� ZDJH
LQFRPH�

)RU� WKH� VXEVHW�RI� UXUDO�EODFN�KRXVHKROGV�� WKHLU� ILQGLQJV� DUH� VLPLODU��$OWKRXJK
UHPLWWDQFHV� DQG� WUDQVIHUV� DUH� UHODWLYHO\� PRUH� LPSRUWDQW�� ZDJH� LQFRPH� VWLOO
FRQWULEXWHV�VLJQLILFDQWO\�WR�LQHTXDOLW\����)RU�UXUDO�EODFN�KRXVHKROGV�EHORZ�WKH
+RXVHKROG�6XEVLVWHQFH�/HYHO� �+6/��� UHPLWWDQFHV� DQG�ZHOIDUH� DUH�PXFK�PRUH
LPSRUWDQW� DV� DQ� LQFRPH� VRXUFH²WKH� VKDUH� RI� ZDJH� LQFRPH� LV� ��� SHU� FHQW
FRPSDUHG�WR����SHU�FHQW�IRU�WKRVH�KRXVHKROGV�DERYH�WKH�+6/��²EXW�ZDJHV�DUH
VWLOO�WKH�SULPDU\�VRXUFH�RI�LQHTXDOLW\�

:KDW� GULYHV� LQHTXDOLW\� LQ� WKH� GLVWULEXWLRQ� RI� ZDJHV� KDV� EHHQ� H[SODLQHG� LQ
VHYHUDO� UHFHQW� VWXGLHV�� )DOORQ� DQG� /XFDV� ������� DUJXH� WKDW� UDFLDO� ZDJH
GLIIHUHQWLDOV�KDYH�QDUURZHG�VLQFH�WKH�����V��EXW�WKH�SUHFLVH�EHKDYLRXU�RI�EODFN
ZDJHV� KDV� EHHQ� VXEMHFW� WR� FRQIOLFWLQJ� SUHVVXUHV�� ULVLQJ� XQHPSOR\PHQW� KDV
H[HUWHG� GRZQZDUG� SUHVVXUH�� EXW� JUHDWHU� IUHHGRPV� WR� ZRUN� DQG� WKH� ULVH� RI
$IULFDQ� WUDGH� XQLRQLVP� KDYH� RIIVHW� WKLV�� 1HYHUWKHOHVV�� WKH\� ILQG� WKDW� ZDJH
GLIIHUHQWLDOV� UHVXOWLQJ� IURP� LQVWLWXWLRQDO� IDFWRUV� UHPDLQ� KLJK� E\� LQWHUQDWLRQDO
VWDQGDUGV��ZDJHV�SDLG�DUH�VWLOO�KHDYLO\�LQIOXHQFHG�E\�UDFH�DQG�JHQGHU��EDUULHUV
WR�PRELOLW\��DQG� MRE�UHODWHG�FKDUDFWHULVWLFV�� OLNH�XQLRQ�PHPEHUVKLS�DQG�SXEOLF
VHFWRU�YHUVXV�SULYDWH�VHFWRU��$W�WKH�VDPH�WLPH��
SURGXFWLYH�GLIIHUHQFHV
��VXFK�DV
VFKRROLQJ�DQG�\HDUV�RI�H[SHULHQFH��GR�DOVR�PDWWHU���

������������������������������������������
���7KH�GDWD�XVHG�DUH�WKRVH�IURP�WKH������6$/'58�VDPSOH��,QFRPH�LV�GLYLGHG�LQWR�WKDW�IURP
ZDJHV��UHPLWWDQFHV��VWDWH�WUDQVIHUV��DJULFXOWXUH��FDSLWDO��DQG�VHOI�HPSOR\PHQW�
���,Q�D�VWXG\�RI�UXUDO�KRXVHKROGV�LQ�WKH�(DVWHUQ�7UDQVYDDO��6HQGHU�DQG�-RKQVWRQ��������ILQG
WKDW��FDVXDO��RIWHQ�XQUHFRUGHG��ZRPHQ
V�ZDJHV�DQG�ZRUNLQJ�FRQGLWLRQV�RQ�DOO�W\SHV�RI�IDUPV
DUH� SUREDEO\� WKH� FULWLFDO� GHWHUPLQDQWV� RI� WKH� VWDQGDUGV� RI� OLYLQJ� RI� PRVW� RI� WKH� SRRUHVW
KRXVHKROGV�
��� 7KH� FRUROODU\� LV� WKDW� DFFHVV� WR� ZDJH� LQFRPH� LV� DQ� LPSRUWDQW� IDFWRU� LQ� HVFDSLQJ� IURP
SRYHUW\�
���7KHLU�ILQGLQJV�DUH�EDVHG�RQ������6$/'58�GDWD�



��

0ROO� ������� WUDFHV� WKHVH� IDFWRUV� RYHU� WLPH�� XVLQJ� ����� DQG� ����� GDWD� WR
GHFRPSRVH� WKH� ZKLWH�EODFN� HDUQLQJV� JDS� LQWR� 
H[SODLQHG
� �SURGXFWLYH�
FRPSRQHQWV��OLNH�HGXFDWLRQ�DQG�H[SHULHQFH��DQG�
XQH[SODLQHG
�FRPSRQHQWV��OLNH
RFFXSDWLRQDO�DQG�ZDJH�GLVFULPLQDWLRQ����+H�ILQGV�WKDW�ZDJH�GLVFULPLQDWLRQ�IHOO
IURP� ����� WR� ������ SDUWO\� GXH� WR� WKH� LPSURYHPHQW� RI� WKH� HGXFDWLRQDO
TXDOLILFDWLRQV� RI� EODFNV� DQG� SDUWO\� EHFDXVH� RI� GHFUHDVHG� ODERXU� PDUNHW
GLVFULPLQDWLRQ�� 2FFXSDWLRQDO� GLVFULPLQDWLRQ� URVH�� EXW� WKLV� ZDV� EHFDXVH�
DOWKRXJK� WKH� QXPEHUV� RI� EODFNV� LQ� KLJKHU� RFFXSDWLRQV� URVH� GUDPDWLFDOO\�� WKH
QXPEHUV�SRVVHVVLQJ�DSSURSULDWH�TXDOLILFDWLRQV� URVH� HYHQ�PRUH�TXLFNO\��ZKLFK
LQFUHDVHG�WKH�SURSRUWLRQ��RI�WKRVH�TXDOLILHG��ZKR�ZHUH�H[FOXGHG�

8VLQJ�PRUH� UHFHQW�GDWD���� -HQVHQ� �������DOVR�DQDO\VHV�ZDJH�GLIIHUHQWLDOV�DQG
DOVR� ILQGV� WKDW� PXFK� RI� WKH� GLIIHUHQFH� LQ� ZDJHV� FDQ� EH� DWWULEXWHG� WR� UDFLDO
GLIIHUHQFHV� LQ� WKH� GLVWULEXWLRQ� RI� HGXFDWLRQ�� RFFXSDWLRQ� DQG� XUEDQL]DWLRQ���
/LNH�0ROO��KH�ILQGV�WKDW� WKH�UDFLDO�GLVWULEXWLRQ�RI�RFFXSDWLRQV� LV�VNHZHG��ZLWK
$IULFDQV� XQGHUUHSUHVHQWHG� LQ� WHFKQLFDO�� SURIHVVLRQDO� DQG� PDQDJHPHQW
SRVLWLRQV��+RZHYHU�� KH� QRWHV� VRPH� VWULNLQJ� GLIIHUHQFHV� DFURVV� VHFWRUV�� ,Q� WKH
SULYDWH�VHFWRU�� ORZ�OHYHOV�RI�HGXFDWLRQ�FRQWULEXWH�PRVW�WR�UHODWLYHO\� ORZ�EODFN
ZDJHV�DW�WKH�ERWWRP�HQG�RI�WKH�GLVWULEXWLRQ��ZKLOH�PXFK�RI�WKH�SUHPLXP�HDUQHG
E\�ZKLWHV�LQ�KLJK�ZDJH�MREV�FDQQRW�EH�H[SODLQHG�E\�REVHUYDEOH�FKDUDFWHULVWLFV�
,Q� WKH�SXEOLF�VHFWRU��SURGXFWLYLW\�UHODWHG�FKDUDFWHULVWLFV�DUH�PRUH� LPSRUWDQW� LQ
DFFRXQWLQJ�IRU�ZDJH�GLIIHUHQWLDOV��DOWKRXJK��DW� WKH�XSSHU�HQG��$IULFDQV�DSSHDU
WR�HDUQ�D�UDFLDO�SUHPLXP�EH\RQG�ZKDW�FDQ�EH�DFFRXQWHG�IRU�E\�WKHLU�REVHUYDEOH
SURGXFWLYLW\�UHODWHG�FKDUDFWHULVWLFV�

��� 7KH�UROH�RI�XQHTXDO�DFFHVV�WR�HPSOR\PHQW�LQ�H[SODLQLQJ�LQHTXDOLW\

7KH� VWXG\� E\� )DOORQ� DQG� /XFDV� ������� LQYHVWLJDWHV� WKH� SUREDELOLW\� RI� EHLQJ
XQHPSOR\HG��LQ�WKH�IRUPDO�HFRQRP\��DFURVV�GLIIHUHQW�SRSXODWLRQ�JURXSV��7KH\
ILQG�ZLGH�GLIIHUHQFHV� LQ� SUREDELOLWLHV��ZKLFK� DSSHDU� WR� EH� LQIOXHQFHG�E\�ERWK
SURGXFWLYLW\�UHODWHG�DQG�QRQ�SURGXFWLYH�FKDUDFWHULVWLFV��ZLWK�WKRVH�ZKR�IDFH�WKH

������������������������������������������
���'DWD�XVHG�DUH�WKH������FHQVXV�DQG�WKH������6$/'58�VXUYH\��0ROO�XVHV�D�PXOWLQRPLDO
ORJLW�DSSURDFK�WR�DQDO\VH�WKH�JURVV�GLIIHUHQWLDO�EHWZHHQ�ZKLWH�DQG�EODFN�ORJ�ZDJHV�
��� -HQVHQ� XVHV� WKH� �����2FWREHU�+RXVHKROG�6XUYH\� RI� WKH�&HQWUDO� 6WDWLVWLFDO� 6HUYLFHV�� ,Q
WKLV� SDSHU�� ORJ� ZDJH� GHQVLWLHV� DUH� GHFRPSRVHG� WR� VWXG\� WKH� FRQWULEXWLRQ� RI� YDULRXV
SURGXFWLYLW\�UHODWHG�FKDUDFWHULVWLFV�LQ�H[SODLQLQJ�ZDJH�GLIIHUHQWLDOV�EHWZHHQ�PHQ�LQ�GLIIHUHQW
UDFLDO�JURXSV��JHQGHU�GULYHQ�LQHTXDOLW\�LV�VSHFLILFDOO\�H[FOXGHG��
���7KHVH�REVHUYDEOH�FKDUDFWHULVWLFV��SDUWLFXODUO\�HGXFDWLRQ��H[SODLQ�EHWZHHQ����SHU�FHQW�DQG
���SHU�FHQW�RI�WKH�GLIIHUHQFHV�DW�YDULRXV�SDUWV�RI�WKH�GLVWULEXWLRQV�LQ�ERWK�VHFWRUV�



��

JUHDWHVW� ULVN� RI� XQHPSOR\PHQW� EHLQJ�ZRPHQ�� EODFN�� RU� WKRVH� KDYLQJ� OHVV� �RU
SRRUHU�TXDOLW\��HGXFDWLRQ���

7KLV�KDV�LPSRUWDQW�LPSOLFDWLRQV�IRU�WKH�GLVWULEXWLRQ�RI�LQFRPH��6HHNLQJV�������
VKRZV�WKDW� WKH�XQHPSOR\HG�DUH�FRQFHQWUDWHG�DPRQJVW� WKH�SRRUHVW�KRXVHKROGV�
.LQJGRQ� DQG�.QLJKW� ������� ��� DQG�6WDQGLQJ��6HQGHU� DQG�:HHNV� ������� ����
SRLQW� RXW� WKDW� LW� LV� QRW� LQHYLWDEOH� WKDW� XQHPSOR\PHQW�ZLOO� EH� DVVRFLDWHG�ZLWK
SRYHUW\�� EHFDXVH� WKH� SRRU� FDQQRW� VXUYLYH� XQHPSOR\PHQW�� LQ� PDQ\
XQGHUGHYHORSHG� HFRQRPLHV� WKH\� HQWHU� WKH� LQIRUPDO� VHFWRU� DQG� DUH
XQGHUHPSOR\HG��8QGHU�WKHVH�FLUFXPVWDQFHV��HPSOR\PHQW�LQ�WKH�LQIRUPDO�VHFWRU
UDWKHU� WKDQ� RSHQ� XQHPSOR\PHQW� LV� DVVRFLDWHG� ZLWK� SRYHUW\�� .LQJGRQ� DQG
.QLJKW�FRQWHQG��KRZHYHU��WKDW�6RXWK�$IULFDQ�GDWD�GR�QRW�VXSSRUW�WKLV�YLHZ�DQG
WKDW�RSHQ�XQHPSOR\PHQW�LV�DQ�LPSRUWDQW�VRXUFH�RI�SRYHUW\��7KH\�ILQG�WKDW�WKH
XQHPSOR\HG�DUH�WKH�PRVW�GHSULYHG�JURXS�DQG�WKDW�MRE�VHDUFK�LWVHOI�LV�VXEMHFW�WR
JUHDWHU� LPSHGLPHQWV� LI� RQH� LV� SRRU�� EODFN�� XQHGXFDWHG�� RU� OLYLQJ� LQ� D� UHPRWH
�UXUDO��DUHD�

��� ([SODLQLQJ�WKH�FKDQJHV

7KH�RYHUZKHOPLQJ�FRQFOXVLRQ�LV�WKDW�ZDJH�LQFRPH�LV�WKH�PRVW�LPSRUWDQW�VRXUFH
RI�LQHTXDOLW\��ERWK�UDFLDO�DQG�JHRJUDSKLFDO��7KH�VKLIW�LQ�LQFRPH�IURP�ZKLWHV�WR
EODFNV� �DQG�$VLDQV��ZDV� FDXVHG�E\� FRQVLGHUDEO\� VORZHU�JURZWK�RI� UHDO�ZKLWH
SHU�FDSLWD�LQFRPHV�IURP������WR�����²���SHU�FHQW�IRU�ZKLWHV�FRPSDUHG�ZLWK
��� SHU� FHQW� IRU� EODFNV� DQG� ���� SHU� FHQW� IRU� $VLDQV�� ,Q� VSLWH� RI� HFRQRPLF
VORZGRZQ�IURP�WKH�PLG�����V��DYHUDJH�QRQ�ZKLWH�ZDJHV�RXWVLGH�RI�DJULFXOWXUH
URVH�EHFDXVH�RI�ERWK�RFFXSDWLRQDO�PRELOLW\�DQG�D�VKDUS�ULVH�LQ�ZDJHV�IRU�VNLOOHG
DQG�VHPL�VNLOOHG�EODFNV�DQG�$VLDQV��HVSHFLDOO\�PHQ���$IWHU� WKH� OHJDOL]DWLRQ�RI
EODFN� WUDGH� XQLRQV� LQ� ������ WKHLU� JURZLQJ� LQIOXHQFH� RQ� ZDJH� VHWWLQJ� FDXVHG
PDUNHG� LQFUHDVHV� LQ� EODFN� ZDJHV� DFURVV� WKH� VSHFWUXP� IURP� OHDVW� VNLOOHG� WR
KLJKO\�VNLOOHG� �+RIPH\U��������� ,Q�RWKHU�ZRUGV�� WKH�QDUURZLQJ�RI� UDFLDO�ZDJH
GLIIHUHQWLDOV�ZDV� D� UHVXOW� RI� WKH� UHPRYDO� RI� GLVFULPLQDWRU\� EHKDYLRXU� LQ� ERWK
ZDJH�VHWWLQJ�DQG�RFFXSDWLRQDO�VWUXFWXUHV��VR�WKDW�DYHUDJH�QRQ�ZKLWH�ZDJHV�URVH
VKDUSO\� WR� FDWFK� XS� ZLWK� WKRVH� RI� ZKLWH� FRXQWHUSDUWV�� ,Q� VSLWH� RI� WKLV�
GLVFULPLQDWLRQ�VWLOO�DFFRXQWV�IRU�D�ODUJH�SRUWLRQ�RI�UHPDLQLQJ�UDFLDO�GLIIHUHQWLDOV�

������������������������������������������
��� $QRWKHU� LQWHUHVWLQJ� IHDWXUH� QRWHG� E\� )DOORQ� DQG� /XFDV� LV� WKDW�� LQ� FRQWUDVW� WR� RWKHU
GHYHORSLQJ�FRXQWULHV��VXEVLVWHQFH�DJULFXOWXUH�GRHV�QRW�VRDN�XS�H[FHVV� ODERXU� LQ�UXUDO�DUHDV�
DQG� WKHUH� LV�D� ODUJHU�SUREDELOLW\�RI�XQHPSOR\PHQW� LQ� UXUDO� DV�RSSRVHG� WR�XUEDQ�DUHDV��7KLV
SRLQW�LV�ERUQH�RXW�E\�%XGOHQGHU���������ZKR�QRWHV�WKDW�RSSRUWXQLWLHV�IRU�VPDOO�VFDOH�IDUPLQJ
WR�VXSSOHPHQW�LQFRPH�IRU�SRRU�UXUDO�KRXVHKROGV�DUH�OLPLWHG��6HHNLQJV��������JRHV�VR�IDU�DV
WR�VD\�WKDW�VPDOOKROGHU�DJULFXOWXUH�LV�VR�QHJOLJLEOH�WKDW�LW�PDNHV�QR�VHQVH�WR�FDWHJRUL]H�6RXWK
$IULFD�DV�D�VRFLHW\�RI�SHDVDQWV�
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7KH� SULPDU\� FDXVH� RI� WKH� JURZLQJ� LQHTXDOLW\� DPRQJVW� EODFNV� LV� ULVLQJ� EODFN
ZDJHV� VLPXOWDQHRXV�ZLWK� ULVLQJ� EODFN�XQHPSOR\PHQW��$YHUDJH� UHDO�ZDJHV� RI
EODFNV�LQ�PDQXIDFWXULQJ��IRU�H[DPSOH��URVH����SHU�FHQW�EHWZHHQ������DQG������
ZKLOH� UHFRUGHG� XQHPSOR\PHQW� URVH� IURP� XQGHU� ��� SHU� FHQW� WR� ��� SHU� FHQW�
2WKHU� IDFWRUV�ZHUH�DOVR�DW�ZRUN��7KHUH�ZDV� UDSLG�XSZDUG�PRELOLW\�RI�D� VPDOO
QXPEHU�RI�HGXFDWHG�EODFNV��DQG��ZLWK�HFRQRPLF�UHFHVVLRQ�LQ� WKH�����V��ZKLWH
XQHPSOR\PHQW�RFFXUUHG�IRU�WKH�ILUVW�WLPH�VLQFH�WKH�����V��$W�WKH�VDPH�WLPH��WKH
JURZLQJ�SRZHU�RI� WKH�WUDGH�XQLRQV�UHVXOWHG�LQ�D�QHZ�IRUP�RI�VHJPHQWDWLRQ� LQ
WKH� 6RXWK�$IULFDQ� ODERXU�PDUNHW�� WKH�PDLQ� GLVWLQFWLRQV� DUH� QRZ� EHWZHHQ� WKH
XQLRQL]HG�DQG�QRQ�XQLRQL]HG�SDUWV�RI�WKH�IRUPDO�VHFWRU�DQG�EHWZHHQ�WKH�IRUPDO
DQG� QRQ�IRUPDO� VHFWRUV� �+RIPH\U�� ������� 6HYHUDO� VHYHUH� GURXJKWV� GXULQJ� WKH
����V� DOVR� FDXVHG� UXUDO� LQFRPHV� WR� FRQWUDFW�� H[DFHUEDWLQJ� LQHTXDOLW\� EHWZHHQ
EODFN�LQFRPHV�

7KH�QHW�UHVXOW� LPSOLHV� WKDW�PXFK�RI� WKH� UHGLVWULEXWLRQ�ZKLFK�RFFXUUHG�SULRU� WR
WKH� FKDQJH� LQ� JRYHUQPHQW� ZDV� IURP� ZKLWHV� WR� WKH� ULFKHVW� RI� WKH� EODFN
KRXVHKROGV�� 5HGLVWULEXWLYH� SROLFLHV� ZKLFK� KDYH� DQ� LPSDFW� RQ� WKH� SRRUHVW
KRXVHKROGV� PD\� WKHUHIRUH� UHTXLUH� GLUHFW� LQWHUYHQWLRQV� UDWKHU� WKDQ� VLPSO\� WKH
HURVLRQ� RI� GLVFULPLQDWRU\� ODERXU� PDUNHW� SUDFWLFHV� ZKLFK� FKDUDFWHUL]HG� WKH
SHULRG������WR������

,Q�RWKHU�ZRUGV��ZKLOH�WKH�ILQGLQJV�RI�/HLEEUDQGW��:RRODUG�DQG�:RRODUG�������
SRLQW� WR� WKH� QHHG� IRU� FKDQJHV� LQ� WKH� ODERXU� PDUNHW� WR� GULYH� FKDQJHV� LQ
LQHTXDOLW\�� LW� LV� FOHDU� WKDW� WKH� SROLFLHV�PXVW� JR� EH\RQG� QDUURZ� ODERXU�PDUNHW
LQWHUYHQWLRQV�� 6KRUW�WHUP� SROLFLHV� DIIHFWLQJ� UHPLWWDQFHV� DQG� WUDQVIHUV� DQG
PLFUR�OHYHO� ODERXU�PDUNHW� LQWHUYHQWLRQV�PD\� KHOS� WR� LPSURYH�ZHOIDUH� IRU� WKH
SRRUHVW�� EXW� DQ\� LPSURYHPHQW� LQ� LQHTXDOLW\� LQ� WKH� ORQJHU� WHUP� PXVW� FRPH
WKURXJK�FUHDWLQJ�ZDJH�HDUQLQJ�RSSRUWXQLWLHV�IRU�SRRUHU�KRXVHKROGV��HVSHFLDOO\
UXUDO�EODFN�KRXVHKROGV��)DOORQ�DQG�/XFDV� �������DUJXH� WKDW�� LQ� WKH� ORQJ� WHUP�
VRXQG� PDFURHFRQRPLF� SROLFLHV� ZLOO� HQFRXUDJH� HPSOR\PHQW�FUHDWLQJ� JURZWK�
DQG� FRPSHWLWLYH� SUHVVXUHV� DUH� QHHGHG� WR� UHPRYH� GLVFULPLQDWLRQ���� %XW�� DV
DUJXHG� HOVHZKHUH� �:KLWHIRUG� DQG� 0F*UDWK�� ������� JURZWK� PD\� QRW� EH
VXIILFLHQW�WR�PDNH�DQ�DFFHSWDEOH�GHQW�LQ�LQHTXDOLW\�LQ�D�UHDVRQDEOH�WLPHIUDPH���

������������������������������������������
��� 6KRUWHU� WHUP� SROLFLHV� LQFOXGH� VXSSRUW� IRU� 60(V� DQG� ODQG� UHIRUP� WDUJHWHG� DW� FUHDWLQJ
SURGXFWLYH�RSSRUWXQLWLHV�LQ�WKH�UXUDO�VHFWRU��2WKHU�DUHDV�PHQWLRQHG�DUH�SURPRWLQJ�HGXFDWLRQ
DQG� WUDLQLQJ� IRU� WKH� GLVDGYDQWDJHG�� HQFRXUDJLQJ� WKH� SRVLWLYH� DVSHFWV� RI� WUDGH� XQLRQLVP�
HQFRXUDJLQJ� ODERXU�LQWHQVLYH� WHFKQLTXHV� LQ� LQIUDVWUXFWXUH� SURMHFWV�� DQG� IDFLOLWDWLQJ� QDWLRQDO
WULSDUWLWH�DJUHHPHQWV�RQ�ODERXU�DQG�UHODWHG�LVVXHV�
���7KH\�HVWLPDWH�WKDW��DW�WKH�FXUUHQW�GLVWULEXWLRQ�DQG��UHDO��SRYHUW\�OLQH��LW�ZLOO�WDNH����\HDUV
IRU�WKH�DYHUDJH�LQFRPH�RI�WKH�SRRU�WR�HTXDO�WKH�SRYHUW\�OLQH�DW�DQ�DQQXDO�UHDO�JURZWK�UDWH�RI
��SHU�FHQW�����\HDUV�LI�JURZWK�DYHUDJHV�����SHU�FHQW�D�\HDU��DQG�����\HDUV�DW�DQ�DYHUDJH�UHDO
JURZWK�UDWH�RI���SHU�FHQW�DQQXDOO\�
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,W� LV� DW� OHDVW� LPSOLFLW� IURP� WKH� DERYH� GLVFXVVLRQ� WKDW� DFFHVV� WR� IRUPDO�VHFWRU
HPSOR\PHQW� LV� DQ� LPSRUWDQW� IDFWRU� LQ� LPSURYHG� OHYHOV� RI� LQFRPH�� ,W� ZRXOG
WKHUHIRUH�DSSHDU�WKDW�SROLFLHV�DIIHFWLQJ�HPSOR\PHQW�FUHDWLRQ�SOD\�D�YLWDO�UROH�LQ
UHGXFLQJ�LQHTXDOLW\�DQG�SRYHUW\��7KH�IROORZLQJ�VHFWLRQV�UHYLHZ�WKH�HYROXWLRQ�RI
WKH�SROLF\�IUDPHZRUN�DQG�HFRQRPLF�SHUIRUPDQFH�LQ�6RXWK�$IULFD��3ROLF\�XQGHU
WKH�$1&�OHG�JRYHUQPHQW�LV�WKHQ�DVVHVVHG�PRUH�FORVHO\��SDUWLFXODUO\�LQ�WHUPV�RI
LWV�OLNHO\�LPSDFW�RQ�HPSOR\PHQW�FUHDWLRQ�DQG�LQFRPH�GLVWULEXWLRQ�

,9 7+(�(92/87,21�2)�(&2120,&�32/,&<
$1'�3(5)250$1&(

��� 3ROLF\�DQG�SHUIRUPDQFH�XQGHU�WKH�DSDUWKHLG�JRYHUQPHQW���������

����� 7KH�HYROXWLRQ�RI�HFRQRPLF�SROLF\

$OWKRXJK�WKH�6RXWK�$IULFDQ�HFRQRP\�LV�QRW�D�FRPPDQG�HFRQRP\�LQ�DQ\�VHQVH
LQ�ZKLFK�WKH�ZRUG�LV�QRUPDOO\�XVHG��WKH�GULYH�WRZDUGV�LQGXVWULDOL]DWLRQ�IURP�WKH
PLG�����V�DQG�WKH� LQVWLWXWLRQDOL]DWLRQ�RI�DSDUWKHLG� IURP�WKH� ODWH�����V�PHDQW
WKDW�E\������WKH�6RXWK�$IULFDQ�HFRQRP\�ZDV�VXEMHFW�WR�D�FRPSUHKHQVLYH�UDQJH
RI� FRQWUROV���� 7KH� JRYHUQPHQW� ZDV� DOVR� LQYROYHG� LQ� HVWDEOLVKLQJ� ODUJH
SDUDVWDWDO�FRUSRUDWLRQV�DQG�GHYHORSPHQW�ILQDQFH�LQVWLWXWLRQV�

,Q� OLQH� ZLWK� WKH� H[SHULHQFH� RI� RWKHU� QRQ�RLO�H[SRUWLQJ� FRXQWULHV�� HFRQRPLF
JURZWK�VORZHG�LQ�6RXWK�$IULFD�LQ�WKH�����V��$W�WKH�VDPH�WLPH�WKHUH�ZDV�D�ORVV
RI�SROLWLFDO�GLUHFWLRQ�DV�ERWK� LQWHUQDO�GLVVHQW�DQG�H[WHUQDO�SUHVVXUH� IRU�FKDQJH
ZHUH� LQFUHDVLQJ��0RUHRYHU��ZRUOG� LGHRORJ\�ZDV� VKLIWLQJ� WRZDUGV� QHRFODVVLFDO
RUWKRGR[\�� DQG� WKLV� VHHPHG� OLNH� DQ� DQVZHU� WR� D� UHJLPH� ZKLFK� ZDV
FRQWHPSODWLQJ� 
UHIRUP
�ZLWKRXW� D� VHQVH� RI� GLUHFWLRQ��$� VHULHV� RI� JRYHUQPHQW�
DSSRLQWHG� FRPPLVVLRQV�RI� HQTXLU\� UHFRPPHQGHG�ZLGH�UDQJLQJ� UHIRUPV��PRVW
RI�WKHP�LQ�D�PRUH�OLEHUDO�GLUHFWLRQ���

,Q�WKH�PLG�����V��WUDGH�UHIRUP�EHJDQ�ZLWK�WKH�LQWURGXFWLRQ�RI�H[SRUW�LQFHQWLYHV
WR� UHGXFH� WKH� DQWL�H[SRUW� ELDV�� 7KH� VXEVWLWXWLRQ� RI� WDULIIV� IRU� TXDQWLWDWLYH

������������������������������������������
��� ,QWHUHVW�UDWH�FRQWUROV�� H[FKDQJH�FRQWUROV��SULFH�FRQWUROV�� LPSRUW�FRQWUROV��ZDJH�FRQWUROV�
FRQWUROV� RYHU� WUDGH� XQLRQ� PHPEHUVKLS�� DQG� FRQWUROV� RYHU� ODQG� RZQHUVKLS� DQG� SODFH� RI
UHVLGHQFH��DV�ZHOO�DV�RWKHU�DSDUWKHLG�ODZV�
��� )RU� H[DPSOH�� �����5H\QGHUV� �H[SRUW� WUDGH��� �����5LHFNHUW� �EODFN� XUEDQ� DIIDLUV��� ����
:LHKDKQ� �ODERXU�� LQFOXGLQJ� WUDGH� XQLRQV��� ����� 'H� /DQJH� �HGXFDWLRQ��� ����� 6FKOHEXVFK
�FRQVWLWXWLRQDO�DIIDLUV��������'H�.RFN��PRQHWDU\�SROLF\��������0DUJR��WD[DWLRQ��
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UHVWULFWLRQV�IROORZHG�LQ�WKH�����V��DOWKRXJK�WDULII�UHGXFWLRQ�GLG�QRW�EHJLQ�XQWLO
DIWHU�WKH�FKDQJH�RI�JRYHUQPHQW��%ODFN�WUDGH�XQLRQV�ZHUH�OHJDOL]HG�LQ�������DQG
UHVWULFWLRQV� RQ� WKH�PRYHPHQW� RI� EODFN� ODERXU� ZHUH� HDVHG� GXULQJ� WKH� GHFDGH�
&RPSUHKHQVLYH� OLEHUDOL]DWLRQ� RI� PRQHWDU\� DQG� H[FKDQJH�UDWH� SROLF\� ZDV
XQGHUWDNHQ� LQ� WKH� HDUO\� ����V�� $� VKLIW� WRZDUGV� PDUNHW�RULHQWHG� SROLF\
LQVWUXPHQWV�� LQFOXGLQJ� SRVLWLYH� UHDO� LQWHUHVW� UDWHV�� ZDV� LQLWLDWHG�� PRQHWDU\
WDUJHWLQJ�ZDV� DGRSWHG�DV� WKH�SULPDU\�PHDQV�RI� FRQWUROOLQJ� LQIODWLRQ�� WKH�GXDO
H[FKDQJH�UDWH�V\VWHP�ZDV�DEROLVKHG��DOWKRXJK� ODWHU� UHLQVWDWHG�GXULQJ� WKH�GHEW
FULVLV� RI� ������ DQG� D� PDQDJHG� IORDW� RI� WKH� UDQG� ZDV� LQWURGXFHG�
&RPPHUFLDOL]DWLRQ��UDWKHU�WKDQ�SULYDWL]DWLRQ��RI�SDUDVWDWDOV�FRPPHQFHG�

)LVFDO� SROLF\� KDV� JHQHUDOO\� EHHQ� FRPSDUDWLYHO\� FRQVHUYDWLYH�� 8QWLO� WKH� PLG�
����V��WKH�JRYHUQPHQW�HQGHDYRXUHG�WR�ILQDQFH�FXUUHQW�VSHQGLQJ�RXW�RI�FXUUHQW
UHYHQXH�� VR� WKDW� RQO\� FDSLWDO� H[SHQGLWXUH� ZDV� ILQDQFHG� RXW� RI� SXEOLF� GHEW�
$OWKRXJK� WKLV� REMHFWLYH� ZDV� GURSSHG� IURP� ������ WKH� JRYHUQPHQW� LQLWLDWHG� D
SDUWLFXODUO\�UHVWULFWLYH�ILVFDO�SROLF\�LQ�DQ�DWWHPSW�WR�FUXVK�DFFHOHUDWLQJ�LQIODWLRQ�
7KLV� UHVWUDLQW� FRXOG� QRW� EH� PDLQWDLQHG�� DQG� IURP� ����� QRW� RQO\� GLG� FXUUHQW
VSHQGLQJ�ULVH�VKDUSO\��EXW�WKHUH�ZDV�DQ�LQFUHDVLQJ�WHQGHQF\�IRU�WKH�DXWKRULWLHV
WR�H[FHHG�EXGJHW�HVWLPDWHV����7KH�EXUGHQ�RI��GRPHVWLF��JRYHUQPHQW�GHEW�JUHZ
DV�D�UHVXOW�

����� (FRQRPLF�SHUIRUPDQFH�������WR�����

)URP� ������ 6RXWK� $IULFD
V� ORQJ�UXQ� JURZWK� UDWH� EHJDQ� WR� GHFOLQH�� DQG� WKH
F\FOLFDO� SDWWHUQ� RI� HFRQRPLF� DFWLYLW\� EHFDPH� PRUH� XQVWDEOH� �7DEOH� ���� 7KH
VORZGRZQ� ZDV� FDXVHG� E\� D� FRPELQDWLRQ� RI� H[WHUQDO� VKRFNV� DQG� GRPHVWLF
VWUXFWXUDO�SUREOHPV��ZKLFK�� DPRQJVW� RWKHU� WKLQJV�� UHGXFHG� WKH�SURILWDELOLW\� RI
LQYHVWPHQW��/DERXU�SURGXFWLYLW\�ZDV�IDOOLQJ�EHFDXVH�RI�VNLOOV�VKRUWDJHV��SDUWO\
WKH�UHVXOW�RI�KLVWRULFDO�XQGHULQYHVWPHQW�LQ�HGXFDWLRQ��3ROLWLFDO�XQUHVW��IUHTXHQWO\
H[SUHVVHG�E\�VWULNHV��ZDV�DOVR�GULYLQJ�XS�UHDO�XQLW�ODERXU�FRVWV��7KH�JURZWK�RI
WKH� FDSLWDO�ODERXU� UDWLR� DFFHOHUDWHG� �LQ� DQ� DWWHPSW� WR� PDLQWDLQ� SURGXFWLYLW\��
&RQVHTXHQWO\��WKH�FDSLWDO�RXWSXW�UDWLR�URVH�VKDUSO\��FDXVLQJ�WKH�SURILWDELOLW\�RI
LQYHVWPHQW� WR� IDOO� �*HOE�� ������ �������� ,QVXIILFLHQWO\� GHYHORSHG� H[SRUW
FDSDFLW\��WRJHWKHU�ZLWK�D�KLJK�SURSHQVLW\�WR�LPSRUW�LQYHVWPHQW�JRRGV��SODFHG�D
IRUHLJQ�H[FKDQJH�FRQVWUDLQW�RQ�JURZWK��7KLV�ZDV�H[DFHUEDWHG�E\�DQ�RYHUYDOXHG
H[FKDQJH�UDWH�DQG�E\�FDOOV�IRU�LQWHUQDWLRQDO�VDQFWLRQV�

������������������������������������������
���+LJK� DQG� LQFUHDVLQJ� OHYHOV� RI� JRYHUQPHQW� VSHQGLQJ�ZHUH� DOPRVW� LQHYLWDEOH�� ZLWK� KLJK
SRSXODWLRQ�JURZWK��DQ�DJHLQJ�ZKLWH�SRSXODWLRQ�DQG�UDSLG�XUEDQL]DWLRQ��ZLWK�WKH�H[WHQVLRQ�RI
GHPRFUDF\� DQG� HTXDO� RSSRUWXQLWLHV�� DQG� ZLWK� JURZLQJ� VWUDWHJLF� DQG� VHFXULW\� QHHGV�� (YHQ
WKRXJK� WD[� LQFUHDVHV� ZHUH� LQWURGXFHG�� WKH� JDS� EHWZHHQ� UHYHQXH� DQG� H[SHQGLWXUH� UDSLGO\
LQFUHDVHG�
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$OWKRXJK�DQ�LQFUHDVH�LQ�WKH�SULFH�RI�JROG�LQ�WKH�HDUO\�����V�KHOSHG�SDUWLDOO\�WR
LQVXODWH�6RXWK�$IULFD�IURP�WKH�EDODQFH�RI�SD\PHQWV�FULVHV�ZKLFK�ZHUH�D�IDFWRU
LQ� GULYLQJ� PDQ\� GHYHORSLQJ� FRXQWULHV� LQWR� GHEW�� IDOOLQJ� ZRUOG� GHPDQG
FRQWULEXWHG� WR� GHFOLQLQJ� SURGXFWLRQ� DQG� ULVLQJ� XQHPSOR\PHQW�� 7KH
JRYHUQPHQW
V� DOPRVW� FRPSOHWH� GLVLQWHUHVW� LQ� VWLPXODWLQJ� DOWHUQDWLYH
HPSOR\PHQW�IRU�EODFNV��7KRPDV��������������DQG�WKH�GHOLEHUDWH�GXDOLVP�LQ�ERWK
DJULFXOWXUDO�GHYHORSPHQW�DQG�VNLOOV�DFTXLVLWLRQ�PDGH�LW�GLIILFXOW�WR�DEVRUE�QHZ
MRE�VHHNHUV�� MRE�FUHDWLRQ�IHOO� IURP���������D�\HDU� ���������� WR��������D�\HDU
����������

TABLE 6
ECONOMIC PERFORMANCE INDICATORS (% PER ANNUM)

1960-74 1975-84 1985-94
Rate of change in GDP 5.0 2.7 1.0
Rate of inflation 4.2 12.8 13.8
Rate of formal absorption of new jobseekers* 80.0 30.0 8.5
Ratio of investment to GDP 26.2 28.5 18.8

Note: *there is considerable debate about the rate of formal unemployment, with current
estimates ranging from 33% to almost 50 %.
Source: Calculated using data from the South African Reserve Bank.

)LQDQFLDO� VDQFWLRQV� LPSRVHG� LQ� WKH� PLG�����V� SUHFLSLWDWHG� D� GHEW� FULVLV�
DOWKRXJK��XQOLNH�RWKHU�GHYHORSLQJ�FRXQWULHV��GHEW�VHUYLFH�GLIILFXOWLHV�DURVH�IURP
WKH�VWUXFWXUH�RI� IRUHLJQ�GHEW� �SUHGRPLQDQWO\� VKRUW�WHUP� ORDQV�� UDWKHU� WKDQ� WKH
PDJQLWXGH�RI�WKLV�GHEW��,QFUHDVLQJ�VRFLDO�FRQIOLFW��SROLWLFDO�XQFHUWDLQW\�DQG�WLJKW
PRQHWDU\� FRQGLWLRQV� QHFHVVLWDWHG� E\� ILQDQFLDO� VDQFWLRQV� FDXVHG� SULYDWH
LQYHVWPHQW�WR�IDOO��7KH�FRVWV�RI�SURGXFWLRQ�URVH�VKDUSO\��RI�FDSLWDO��EHFDXVH�RI�D
VKLIW� LQ� SROLF\� WRZDUGV� PDLQWDLQLQJ� SRVLWLYH� UHDO� LQWHUHVW� UDWHV� DQG� D� ZHDNHU
FXUUHQF\��RI� ODERXU��EHFDXVH�XQLRQ�SUHVVXUHV�VDZ�ZDJH� LQFUHDVHV�RXWVWULSSLQJ
SURGXFWLYLW\� LPSURYHPHQWV� DQG� EHFDXVH� RI� D� KXJH� LQFUHDVH� LQ� SROLWLFDOO\
PRWLYDWHG� VWULNHV�� DQG� RI� UDZ�PDWHULDOV�� EHFDXVH� RI� GRPHVWLF� LQIODWLRQ� DQG� D
ZHDNHU�FXUUHQF\��7KH�HFRQRP\�VWDJQDWHG�

��� 3ROLF\�DQG�SHUIRUPDQFH�VLQFH�WKH�SROLWLFDO�WUDQVLWLRQ������±�

����� 7KH�HFRQRPLF�SROLF\�IUDPHZRUN

'XULQJ� WKH� SHULRG� RI� QHJRWLDWLRQ� OHDGLQJ� XS� WR� PDMRULW\� UXOH�� IHDUV� ZHUH
H[SUHVVHG� E\� VRPH� FRPPHQWDWRUV� WKDW� D� PDMRULW\� JRYHUQPHQW�� GRPLQDWHG� E\
WKH�$1&��ZRXOG�UHYHUVH�PDQ\�RI�WKH�OLEHUDOL]DWLRQV�WKDW�KDG�WDNHQ�SODFH�VLQFH
WKH� ����V�� ,Q� WKH� GHEDWH� DERXW� WKH� SRVW�DSDUWKHLG� HFRQRP\�� WZR� LVVXHV� ZHUH
VHHQ� WR� EH� LPSRUWDQW�� HFRQRPLF� JURZWK� DQG� WKH� UHGLVWULEXWLRQ�RI� UHVRXUFHV� WR
WKH�SUHYLRXVO\�GLVHQIUDQFKL]HG�PDMRULW\��7KH�SUHVVXUHV�IRU�UHGLVWULEXWLRQ�LQ�WKH
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FRQWH[W�RI�UHVRXUFH�FRQVWUDLQWV�ZHUH�YHU\�VLPLODU�WR�WKRVH�IDFHG�E\�PRVW�RWKHU
SRVW�FRORQLDO�JRYHUQPHQWV�LQ�$IULFD�DQG�HOVHZKHUH�

&RQWUDU\� WR� WKHVH� H[SHFWDWLRQV�� GXULQJ� WKH� QHZ� JRYHUQPHQW
V� ILUVW� WHUP� LQ
RIILFH�� HFRQRPLF� SROLF\� JUHZ� VWHDGLO\� PRUH� RUWKRGR[�� DQG� OLEHUDOL]DWLRQ� ZDV
DFFHOHUDWHG�� 7KH� $1&�OHG� JRYHUQPHQW� SOHGJHG� LWVHOI� WR� ILVFDO� GLVFLSOLQH�
DLPLQJ� WR� UHGLVWULEXWH� UHVRXUFHV� E\� UHRULHQWLQJ� UDWKHU� WKDQ� LQFUHDVLQJ
H[SHQGLWXUH��RU� WD[DWLRQ��� ,W� LQLWLDOO\�PDLQWDLQHG�ERWK�WKH� ILQDQFH�PLQLVWHU�DQG
WKH�FHQWUDO�EDQN�JRYHUQRU�RI� WKH�SUHYLRXV� UHJLPH�� ,W�RSWHG� IRU�D�PRUH�QHXWUDO
WUDGH�SROLF\��ZLWK�D�VLPSOHU��WUDQVSDUHQW�WDULII�VWUXFWXUH�DQG�ZLWK�WDULIIV�UHGXFHG
LQ�OLQH�ZLWK�*$77�UHTXLUHPHQWV��DQG�LW�VLJQHG�DQ�DJUHHPHQW�ZLWK�WKH�:72�LQ
������ ,W� DEROLVKHG� H[FKDQJH� FRQWUROV� RQ� QRQ�UHVLGHQWV� LQ� ����� DQG� EHJDQ� WR
UHOD[� H[FKDQJH� FRQWUROV� RQ� UHVLGHQWV�� ,WV� *URZWK�� (PSOR\PHQW� DQG
5HGLVWULEXWLRQ��*($5��VWUDWHJ\�� UHOHDVHG� LQ�������FRPPLWWHG� WKH�JRYHUQPHQW
WR�UHGXFLQJ�WKH�ILVFDO�GHILFLW� WR���SHU�FHQW�RI�*'3�LQ�ILYH�\HDUV�� WR�GHHSHQLQJ
WKH�WUDGH�OLEHUDOL]DWLRQ��WR�SURPRWLQJ�PDFURHFRQRPLF�VWDELOLW\��DQG�WR�LQMHFWLQJ
JUHDWHU� IOH[LELOLW\� LQWR� WKH� ODERXU� PDUNHW� �56$�� ������� ,Q� RWKHU� ZRUGV�� WKH
$1&�OHG� JRYHUQPHQW� DGRSWHG� D� SROLF\� SDFNDJH� WKDW� ZDV� DOPRVW� FODVVLFDOO\

:DVKLQJWRQ� FRQVHQVXV
�� 7KH� UDWLRQDOH� ZDV� WKDW� WKLV� SDFNDJH� ZRXOG� HQKDQFH
LQYHVWRU� FRQILGHQFH�� WKURXJK� EXLOGLQJ� FUHGLELOLW\�� DQG� SURPRWH� JURZWK�� MRE
FUHDWLRQ�DQG�UHGLVWULEXWLRQ�

0XFK� RI� WKH� SROLF\� VWUDWHJ\� SURPLVHG� LQ� *($5� KDV� EHHQ� LPSOHPHQWHG�
DOWKRXJK�ULJLGLWLHV�UHPDLQ�LQ�WKH�ODERXU�PDUNHW��DQG�WKHVH�DUH�IUHTXHQWO\�EODPHG
IRU�FRQWULEXWLQJ�WR�WKH�IDLOXUH�RI� WKH�VWUDWHJ\�WR�FUHDWH� MREV��$W�SUHVHQW��ZDJH�
VHWWLQJ�LQVWLWXWLRQV�VHW�PLQLPXP�ZDJH�IORRUV�DQG�SURWHFW�WKH�ZDJHV�RI�ORZ�SDLG
ZRUNHUV�� DQG� QHZ� ODERXU� OHJLVODWLRQ� KDV� PDGH� PDQGDWRU\� WKH� H[WHQVLRQ� RI
FROOHFWLYH� DJUHHPHQWV� WR� QRQ�SDUWLHV�� ,Q� WKH� SUHVHQFH� RI� UDSLGO\� IDOOLQJ� WUDGH
EDUULHUV� DQG� ULVLQJ� LQWHUQDWLRQDO� FRPSHWLWLRQ�� WKLV� FRXOG� SXVK� XS� XQVNLOOHG
XQHPSOR\PHQW�� (YHQ� WKRXJK� LWV� SULPDU\� REMHFWLYH� LV� GHDOLQJ� ZLWK
XQHPSOR\PHQW�� HVSHFLDOO\� DPRQJVW� WKH� OHVV� VNLOOHG�� WKH� JRYHUQPHQW� KDV� QRW
RSSRVHG� WUDGH� XQLRQV� RQ� LVVXHV� RI� FRQGLWLRQV� RI� HPSOR\PHQW�� LQ� VSLWH� RI
YRFLIHURXV�FULWLFLVP�IURP�WKH�EXVLQHVV�FRPPXQLW\���

����� (FRQRPLF�JURZWK�VLQFH�����

:LWK�WKH�FKDQJH�RI�JRYHUQPHQW�FDPH� WKH� OLIWLQJ�RI�HFRQRPLF�VDQFWLRQV�DQG�D
VXUJH�LQ�FRQILGHQFH��$YHUDJH�DQQXDO�JURZWK�DFFHOHUDWHG�WR�EHWZHHQ���DQG���SHU

������������������������������������������
��� +LVWRULFDO� WLHV� EHWZHHQ� WKH� $1&� DQG� WKH� ODERXU� PRYHPHQW� DUH� VWURQJ�� DOWKRXJK� WKH\
VKRXOG�QRW�EH�H[DJJHUDWHG��7KH�JRYHUQPHQW�KDV��IRU�H[DPSOH��GLVPLVVHG�RUJDQL]HG�ODERXU
V
RSSRVLWLRQ�WR�ERWK�WUDGH�OLEHUDOL]DWLRQ�DQG�SULYDWL]DWLRQ�
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FHQW�� DOWKRXJK� WKLV� ZDV� VORZHU� WKDQ� WKH� *($5
V� SURMHFWHG� LQFUHDVH�� 2YHUDOO�
HFRQRPLF� SHUIRUPDQFH� KDV� GLVDSSRLQWHG� H[SHFWDWLRQV� DV� WR� WKH� EHQHILWV� RI
OLEHUDOL]DWLRQ��7KH�VORZGRZQ�LQ�JURZWK�WKDW�EHJDQ�LQ�WKH�HDUO\�����V�ZDV�QRW
TXLFNO\� UHYHUVHG��DQG�� LQ�SHU�FDSLWD� WHUPV�� UHDO�JURZWK�ZDV�QHJOLJLEOH� �)LJXUH
����2QH�LPSRUWDQW�UHDVRQ�IRU�JURZWK
V�EHLQJ�VORZHU�WKDQ�H[SHFWHG�KDV�EHHQ�WKH
VHULHV� RI� H[WHUQDO� VKRFNV� WR� WKH� HFRQRP\� LQ� WKH� IRUP� RI� FRQWDJLRQ� IURP
HPHUJLQJ�PDUNHW�ILQDQFLDO�FULVHV²DOWKRXJK�6RXWK�$IULFD�PDQDJHG�WR�DYRLG�WKH
GHSWK�RI�ILQDQFLDO�GLVWUHVV�DQG�VXEVHTXHQW�UHFHVVLRQ�WKDW�WKHVH�FULVHV�FDXVHG�LQ
VHYHUDO�HPHUJLQJ�HFRQRPLHV��7KH�PDFURHFRQRPLF�LPSDFW�RI�WKH�*($5�VWUDWHJ\
�LQ�WHUPV�RI�HPSOR\PHQW�DQG�JURZWK��VKRXOG�EH�FRQVLGHUHG�LQ�WKH�FRQWH[W�RI�WKH
H[WHUQDO�SUHVVXUHV�WKDW�6RXWK�$IULFD�KDV�IDFHG�

FIGURE 1
REAL ECONOMIC GROWTH IN SOUTH AFRICA, 1970-99

(FIVE-YEAR MOVING AVERAGE)

Source: authors’ calculation.

7KH�JURZWK�SDWK� LV�QHYHUWKHOHVV�FRQVLVWHQW�ZLWK� WKDW�RI�RWKHU� FRXQWULHV�ZKLFK
KDYH�XQGHUJRQH�FRQWUDFWLRQDU\�UHIRUP�XQGHU�VWUXFWXUDO�DGMXVWPHQW��7KH�SROLF\
SDFNDJH�� GHVLJQHG� WR� VWLPXODWH� JURZWK�� PD\� KDYH� KDG� DGYHUVH� HIIHFWV�� )RU
H[DPSOH�� LW� LV� SRVVLEOH� WKDW� JRYHUQPHQW� GHILFLW� UHGXFWLRQ� KDV� UHGXFHG� UDWKHU
WKDQ� VWLPXODWHG� SULYDWH� GRPHVWLF� LQYHVWPHQW� LQ� WKH� VKRUW� WHUP�� GXH� WR� WKH
FRQWUDFWLRQ� RI� GHPDQG�� 6WUXFWXUDO� FKDQJHV� RFFXUULQJ� DV� D� UHVXOW� RI� WUDGH
OLEHUDOL]DWLRQ�� WKH� UHOD[DWLRQ�RI� H[FKDQJH�FRQWUROV� DQG�GHUHJXODWLRQ�PD\�KDYH
LQFUHDVHG� XQFHUWDLQW\� IRU� LQYHVWRUV� LQ� WKH� DGMXVWPHQW� SHULRG�� ,W� LV� HYHQ�PRUH
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SRVVLEOH�WKDW�WKH�WLJKW�PRQHWDU\�HQYLURQPHQW�IRU�D�VXVWDLQHG�SHULRG²VXFFHVVIXO
LQ�UHGXFLQJ�LQIODWLRQ�IURP�RYHU����SHU�FHQW�WR�XQGHU���SHU�FHQW�SHU�DQQXP²KDV
VHYHUHO\� KHOG� EDFN� JURZWK�� )XUWKHUPRUH�� WKH� EXVLQHVV� FRPPXQLW\� KDV� DUJXHG
WKDW�WKH�SROLF\�SDFNDJH�LV�EHLQJ�XQGHUPLQHG�E\�D�ODFN�RI�IOH[LELOLW\�ZLWK�UHVSHFW
WR�ODERXU�PDUNHW�SROLF\�

����� (PSOR\PHQW�DQG�ZDJHV

7KHVH�HIIHFWV�DOVR�DSSHDU�WR�KDYH�KDG�DQ�LPSDFW�RQ�UDWH�RI�MRE�FUHDWLRQ��)LJXUH
���� 3ULYDWH�VHFWRU� IRUPDO� HPSOR\PHQW� KDV� FRQWUDFWHG� VWHDGLO\� VLQFH� ����
IROORZLQJ�D�SHULRG�RI�UDSLG�JURZWK�LQ�WKH�����V�DQG�VORZ�JURZWK�IURP�WKH�HDUO\
����V� �WKH� UDWH� RI� QRQ�DJULFXOWXUDO� SULYDWH�VHFWRU� MRE� FUHDWLRQ�ZDV� EHORZ� WKH
UDWH� RI� JURZWK� RI� WKH� ODERXU� IRUFH� IRU� PRVW� RI� WKH� ����V��� 3XEOLF�VHFWRU
HPSOR\PHQW��RQ�WKH�RWKHU�KDQG��JUHZ�VWURQJO\�EHWZHHQ������DQG������DQG�WKHQ
EHJDQ�WR�GULIW�GRZQ�EHWZHHQ������DQG�������$W� WKH�VDPH� WLPH��ZDJH� LQGLFHV
�)LJXUH����VKRZ�WKDW�SULYDWH�VHFWRU�UHDO�ZDJHV�KDYH�JURZQ�VLQFH�WKH�EHJLQQLQJ
RI� WKH�����V�� IROORZLQJ�D�SHULRG�RI� VWDJQDWLRQ� LQ� WKH� ODWH�����V��5HDO�SXEOLF�
VHFWRU�ZDJHV�DOVR�URVH�LQ�WKH�����V�

FIGURE 2
INDICES OF FORMAL NON-AGRICULTURAL EMPLOYMENT, 1970-98

(1995=100)

Source: authors’ calculation.

7KH� FRPELQDWLRQ� RI� GHFOLQLQJ� IRUPDO� HPSOR\PHQW� DQG� ULVLQJ� UHDO� ZDJHV� LV
FRQVLVWHQW� ZLWK� WKH� DUJXPHQW� WKDW� LQHTXDOLW\� EHWZHHQ� WKH� HPSOR\HG� DQG
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XQHPSOR\HG�KDV�ZRUVHQHG�LQ�UHFHQW�\HDUV��IHZHU�SHRSOH�DUH�QRZ�HPSOR\HG��DQG
WKRVH� LQ� HPSOR\PHQW� UHFHLYH�KLJKHU� UHDO�ZDJHV�� ,W� LV� DOVR� FRQVLVWHQW�ZLWK� WKH
LQVLGHU�RXWVLGHU� YLHZ� WKDW� WUDGH� XQLRQV� KDYH� SURWHFWHG� IRUPDO� ZDJHV� DW� WKH
H[SHQVH�RI�WKH�XQHPSOR\HG�

FIGURE 3
INDICES OF REAL NON-AGRICULTURAL WAGES, 1970-98 (1995 = 100)

Source: authors’ calculation.

6HFWRUDO�HPSOR\PHQW� LQGLFHV� IRU� WKH�QRQ�DJULFXOWXUDO�SULYDWH� VHFWRU� VKRZ� WKDW
PDQXIDFWXULQJ� HPSOR\PHQW� KDV� EHHQ� LQ� GHFOLQH� VLQFH� WKH� HDUO\�����V�� ZKLOH
VHUYLFH�VHFWRUV��SDUWLFXODUO\�ILQDQFLDO�VHUYLFHV��KDYH�GLVSOD\HG�VWURQJ�DQG�VWHDG\
JURZWK��)LJXUH�����(PSOR\PHQW�LQ�PLQLQJ�KDV�GHFOLQHG�VLJQLILFDQWO\�VLQFH�WKH
PLG�����V�� 0LQLQJ� DQG� PDQXIDFWXULQJ� KDYH� KLVWRULFDOO\� EHHQ� LPSRUWDQW
HPSOR\HUV�LQ�6RXWK�$IULFD��DQG�MRE�VKHGGLQJ�LQ�WKHVH�VHFWRUV�DSSHDUV�WR�EH�WKH
NH\� WR� H[SODLQLQJ� WKH� GHFOLQH� LQ� WRWDO� SULYDWH�VHFWRU� HPSOR\PHQW���� 7KH� QHW
UHVXOW�LV�WKDW�WKH�VHUYLFH�VHFWRU�LV�DQ�LQFUHDVLQJO\�LPSRUWDQW�HPSOR\HU�LQ�6RXWK
$IULFD��HYHQ�PRUH�VR�LI�ZH�LQFOXGH�JRYHUQPHQW��$�FRQWUDFWLRQ�RI�HPSOR\PHQW

������������������������������������������
���:KLOH� D� FRPSDUDEOH� LQGH[� RI� DJULFXOWXUDO� HPSOR\PHQW� LV� QRW� DYDLODEOH�� RWKHU� VRXUFHV
VXJJHVW� WKDW� WKLV�VHFWRU�QRZ�UHSUHVHQWV�D� UHODWLYHO\�VPDOO�VHFWLRQ�RI� WKH�ODERXU�IRUFH�±�����
SHU�FHQW��)DOORQ�DQG�/XFDV���������IROORZLQJ�D�PDUNHG�VKLIW� LQ� WKH�ODERXU�IRUFH�DZD\�IURP
DJULFXOWXUH�EHWZHHQ������DQG�������)DOORQ��������
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LQ�PLQLQJ�DQG�PDQXIDFWXULQJ�KDV�WKXV�FRLQFLGHG�ZLWK�WKH�UHFRYHU\�LQ�WKH�UDWH�RI
HFRQRPLF�JURZWK��7KH�SRVVLEOH�UHDVRQV�IRU�WKLV�DUH�GLVFXVVHG�EHORZ�

FIGURE 4
PRIVATE-SECTOR EMPLOYMENT, SECTORAL INDICES, 1970-98 (1995 = 100)

Source: authors’ calculation.

8QHPSOR\PHQW� UHPDLQV� 6RXWK� $IULFD
V� PRVW� SUHVVLQJ� SUREOHP�� :KLOH� WKH
SROLF\� IUDPHZRUN� LV� LQWHQGHG� WR� SURYLGH� D� PRUH� IDYRXUDEOH� FOLPDWH� IRU
LQYHVWPHQW�� LW� LV�� RI� FRXUVH�� XQDEOH� WR� HQVXUH� WKDW� WKH� SULYDWH�VHFWRU� UHVSRQVH
ZLOO�EH� IRUWKFRPLQJ�� SDUWLFXODUO\� LI� UHDO� LQWHUHVW� UDWHV� UHPDLQ� KLJK� LQ�RUGHU� WR
SURWHFW�IRUHLJQ�H[FKDQJH�UHVHUYHV��,QGHHG��SULYDWH�VHFWRU�LQYHVWPHQW�KDV�QRW�\HW
VKRZQ� DQ\� VLJQLILFDQW� LQFUHDVH�� DQG� WKH� OHYHO� RI� IRUHLJQ� GLUHFW� LQYHVWPHQW
UHPDLQV�ORZ�LQ�FRPSDULVRQ�WR�RWKHU�ILQDQFLDO�IORZV��$W�WKH�VDPH�WLPH��GRPHVWLF
VDYLQJV� �RXW� RI� ZKLFK� IXWXUH� GRPHVWLF� LQYHVWPHQW� LV� ILQDQFHG�� DUH� VWLOO
GHFOLQLQJ�� LQ������6RXWK�$IULFD
V�JURVV�GRPHVWLF� VDYLQJ�ZDV������SHU�FHQW�RI
*'3��E\������WKH�UDWLR�KDG�IDOOHQ�WR������SHU�FHQW�

$W�SUHVHQW�� WKH�JRYHUQPHQW
V�HQHUJ\� UHPDLQV� FRQFHQWUDWHG�RQ�RYHUFRPLQJ� WKH
OHJDF\�RI�DSDUWKHLG��7KH� IROORZLQJ�VHFWLRQV�FRQVLGHU� WKH�SROLF\� IUDPHZRUN� LQ
PRUH�GHWDLO�WR�DVVHVV�ZKDW�SURJUHVV�KDV�EHHQ�PDGH�
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7UDGLWLRQDO� H[SODQDWLRQV� RI� SRYHUW\� DQG� LQHTXDOLW\� LQFOXGH� D� VNHZHG
GLVWULEXWLRQ�RI�ERWK�UHDO�DVVHWV�DQG�KXPDQ�FDSLWDO��,W�LV�DUJXHG�WKDW�WKHVH�H[SODLQ
PXFK�RI� WKH�YDULDWLRQ� LQ� FURVV�FRXQWU\� LQHTXDOLW\�� DOWKRXJK� OHVV�RI� LWV� FKDQJH
RYHU� WLPH� �&RUQLD�� ������ ����� (YHQ� VR�� LW� LV� DUJXHG�� DQ\� VWUDWHJ\� VHHNLQJ� WR
DOOHYLDWH�SRYHUW\�VKRXOG� LQFOXGH�SROLFLHV� WR� LPSURYH�WKH�DFFHVV�RI� WKH�SRRU� WR
VRFLDO� VHUYLFHV�� HVSHFLDOO\� HGXFDWLRQ�� DQG� ODQG�� 7KH� HTXDOL]DWLRQ�RI� HGXFDWLRQ
VSHQGLQJ� SHU� KHDG� DFURVV� UDFH� JURXSV� PLJKW� DVVLVW� LQ� UHGXFLQJ� LQFRPH
GLVSDULWLHV�RYHU�WLPH��+RZHYHU��WKH�HYLGHQFH�WKDW�LQFUHDVLQJ�SXEOLF�VSHQGLQJ�RQ
HGXFDWLRQ�UDLVHV�HQUROPHQW�UDWHV�LV�ZHDN��&KHFFKL���������LW�LV�DOVR�SRVVLEOH�WKDW
PRUH�VSHQGLQJ�ZLOO�QRW�QHFHVVDULO\�UDLVH�WKH�TXDOLW\�RI�HGXFDWLRQ�

��� (GXFDWLRQ�DQG�VRFLDO�H[SHQGLWXUH

3ULRU�WR�WKH�����V��LW�ZDV�D�PDWWHU�RI�H[SOLFLW�SROLF\�QRW�WR�SURYLGH�PRUH�WKDQ�D
EDVLF�HGXFDWLRQ�IRU�$IULFDQV��ZKR�ZHUH�YLHZHG�E\�WKH�DSDUWKHLG�JRYHUQPHQW�DV
DQ�XQVNLOOHG�ZRUNIRUFH��$FFRPSDQ\LQJ�WKLV�ZDV�D�VWUDWHJ\�RI�FDSLWDO�LQWHQVLYH
LPSRUW�VXEVWLWXWLQJ� LQGXVWULDOL]DWLRQ�� RQH� DLP� RI� ZKLFK� ZDV� WR� SURYLGH
HPSOR\PHQW�IRU�WKH�VPDOO��KLJKO\�VNLOOHG�ZKLWH�ZRUNIRUFH��$V�SROLWLFDO�SURWHVWV
LQWHQVLILHG� LQ� WKH� ����V�� DQG� DV� WKH� JRYHUQPHQW� EHJDQ� WR� PRYH� SUR�DFWLYHO\
WRZDUGV� SURPRWLQJ� H[SRUW� GLYHUVLILFDWLRQ�� LQYHVWPHQW� LQ� EODFN� HGXFDWLRQ� URVH
UDSLGO\�IURP�LWV�KLVWRULFDOO\�ORZ�OHYHO��FRQWULEXWLQJ�WR�WKH�LPSURYHPHQW�LQ�UDFLDO
LQFRPH� GLVWULEXWLRQ� LQ� WKLV� SHULRG�� 'HVSLWH� WKH� LQFUHDVH�� KRZHYHU�� UDFLDO
GLVSDULWLHV�LQ�WKH�TXDOLW\�RI�HGXFDWLRQ�SURYLGHG�E\�WKH�VWDWH�UHPDLQHG�H[WUHPH�

6LQFH������DQG�HVSHFLDOO\�DIWHU�������VSHQGLQJ�RQ�HGXFDWLRQ�DQG�RWKHU� VRFLDO
VHUYLFHV�KDV� VWDUWHG� WR� ULVH� LQ� OLQH�ZLWK� WKH� JRYHUQPHQW
V� UHGLVWULEXWLYH� JRDOV�
7DEOH� �� UHFRUGV� WKH� VKDUHV� RI� QRQ�LQWHUHVW� H[SHQGLWXUH��� DYHUDJHG� RYHU� IRXU
EURDG� SHULRGV� IURP� WKH� HDUO\� ����V�� 7KHUH� KDV� EHHQ� D� PDUNHG� VKLIW� LQ
H[SHQGLWXUH�WRZDUGV�VRFLDO�VHUYLFHV�DQG�DZD\�IURP�HFRQRPLF�VHUYLFHV�DQG��WR�D
OHVVHU� H[WHQW�� SURWHFWLRQ� VHUYLFHV�� 6RFLDO� VHUYLFHV� QRZ� DFFRXQW� IRU�PRUH� WKDQ
KDOI�RI�QRQ�LQWHUHVW�H[SHQGLWXUH��FRPSDUHG�ZLWK����SHU�FHQW�LQ�WKH�HDUO\�����V�
:LWKLQ�WKH�VRFLDO�VHFWRU��WKH�H[SHQGLWXUH�VKDUHV�RI�HGXFDWLRQ�DQG�VRFLDO�VHFXULW\
DQG�ZHOIDUH�KDYH�ERWK�LQFUHDVHG�RYHU�WLPH��DQG�KHDOWK� LV�SODQQHG�WR�UHFHLYH�D
ODUJHU�VKDUH� LQ� UHFHQW�EXGJHWV�� ,W� LV� DOVR�ZRUWK�QRWLQJ� WKH�VKLIW� LQ�H[SHQGLWXUH
DZD\� IURP� GHIHQFH� WRZDUGV� SROLFLQJ� DQG� MXVWLFH²LQ� WKH� FRQWH[W� RI� 6RXWK
������������������������������������������
���([SHQGLWXUH� RQ� VHUYLFLQJ� JRYHUQPHQW� GHEW� DFFRXQWV� IRU� D� VLJQLILFDQW� SURSRUWLRQ� RI� WKH
RYHUDOO�WRWDO�DQG�UHSUHVHQWV�D�VHYHUH�FRQVWUDLQW�RQ�WKH�JRYHUQPHQW
V�DELOLW\�WR�XVH�WKH�EXGJHW
WR�SXUVXH�UHGLVWULEXWLRQ�
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$IULFD
V� KLJK� OHYHO� RI� FULPH�� LPSURYLQJ� WKH� VDIHW\� RI� WKH� SRRU� ZLOO� SOD\� DQ
LPSRUWDQW�UROH�LQ�LPSURYLQJ�VWDQGDUGV�RI�OLYLQJ�

TABLE 7
TOTAL GOVERNMENT EXPENDITURE

(AS A PERCENTAGE OF NON-INTEREST EXPENDITURE)

1983-9 1990-3 1994-7 1998-2002

General services and unallocable 12.9 14.3 13.7 14.0
Protection 21.9 21.4 18.0 18.9
   defence 14.9 12.1 7.6 6.8
   public order and safety 7.0 9.3 10.3 12.1
Social services 45.9 48.0 53.9 56.3
   education 20.5 22.3 24.2 26.3
   health 11.1 10.7 11.0 16.6
   social security and welfare 7.0 8.7 12.2 10.7
   housing and community services 5.4 4.6 4.5 2.3
   recreation and culture 1.8 1.6 2.0 0.4
Economic services 19.3 16.4 14.5 10.8
   fuel and energy 0.3 1.1 1.6 0.2
   agriculture, forestry and fishing 4.2 3.3 2.4 1.9
   mining, manufacturing + construction 3.7 2.4 1.1 0.1
   transportation and communication 8.9 6.3 6.1 4.7
   other economic services 2.2 3.3 3.2 3.9

Sources: Data for 1983 to 1997 are from the South African Reserve Bank; data from 1998
on are from the Budget Review 2000, South African Department of Finance and are
estimates only. Sixty percent of the national budget is transferred to other levels of general
government; this inevitably means that the detailed breakdown of consolidated expenditure
is available only with a lag.

([SHQGLWXUH� VKDUHV� DUH� QRW� QHFHVVDULO\� DQ� LQGLFDWRU� RI� DFKLHYHPHQW� LQ
DGGUHVVLQJ�SRYHUW\��7KHUH�KDYH�EHHQ�ERWK�VXFFHVVHV�DQG�IDLOXUHV�LQ�WKH�VWUDWHJ\
WR� DGGUHVV� SRYHUW\�� ,Q� WKH� $1&�OHG� JRYHUQPHQW
V� ILUVW� WHUP� RI� RIILFH�� ���
PLOOLRQ�SHRSOH�ZHUH�JLYHQ�DFFHVV�WR�WDS�ZDWHU�DV�SDUW�RI�WKH�DLP�RI�LPSURYLQJ
WKH�KHDOWK�RI�WKH�SRRUHVW��DQG�����PLOOLRQ�KRXVHKROGV�ZHUH�HOHFWULILHG��SURYLGLQJ
RSSRUWXQLWLHV� IRU� MRE� FUHDWLRQ� WKURXJK� VPDOO�VFDOH� FRWWDJH� LQGXVWULHV�� $W� WKH
VDPH� WLPH�� SUREOHPV�ZLWK� VHUYLFH� GHOLYHU\�PHDQW� WKDW� WKH� WDUJHW� IRU� EXLOGLQJ
QHZ�KRXVHV�ZDV�PLVVHG��6WDQGDUG�DQG�3RRU
V���������7KH�PRVW�VHULRXV�GHOLYHU\
IDLOXUH� KDV� EHHQ� LQ� HGXFDWLRQ�� ZKHUH� ERWK� DYDLODELOLW\� DQG� VWDQGDUGV� IRU� WKH
SUHYLRXVO\� GLVDGYDQWDJHG� PDMRULW\� DUH� \HW� WR� VKRZ� D� PDUNHG� LPSURYHPHQW�
7KHUH�DSSHDUV� WR�EH�D�ODFN�RI�FOHDU�GLUHFWLRQ�LQ�HGXFDWLRQ�SROLF\�� LQ�D�FRQWH[W
ZKHUH�UDGLFDO�FKDQJH�LV�QHHGHG��LQ�VSLWH�RI�WKH�LQFUHDVLQJ�VKDUH�RI�H[SHQGLWXUH�
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ZKLFK� LV� KLJK� E\� LQWHUQDWLRQDO� VWDQGDUGV��²HYLGHQFH� WKDW� VLPSO\� VSHQGLQJ
PRUH�PRQH\�GRHV�QRW�QHFHVVDULO\�VROYH�SUREOHPV�

��� /DQG

/DQG�UHGLVWULEXWLRQ�LV�XQOLNHO\�WR�SOD\�D�VLJQLILFDQW�UROH�LQ�WKH�VWUDWHJ\�WR�UHGXFH
SRYHUW\�LQ�6RXWK�$IULFD��,Q�VSLWH�RI�D�KLVWRU\�RI�GLVSRVVHVVLRQ�RI�WKH�LQGLJHQRXV
SRSXODWLRQ��WKH�FXUUHQW�JRYHUQPHQW�LV�FRQFHUQHG�WR�FUHDWH�D�FOLPDWH�RI�FHUWDLQW\
ZLWK�UHVSHFW�WR�ODQG�WHQXUH�DV�VRRQ�DV�SRVVLEOH��7KH�JRYHUQPHQW�DOORZHG�IRU�D
WKUHH�\HDU� SHULRG� LQ� ZKLFK� FODLPV� IRU� ODQG� UHVWLWXWLRQ� FRXOG� EH� ORGJHG²D
SHULRG�ZKLFK�KDV�QRZ�H[SLUHG��$�/DQG�&RXUW�ZDV� HVWDEOLVKHG� WR� FRQVLGHU� DOO
FODLPV��EXW�WKHUH�LV�QR�HYLGHQFH�WR�VXJJHVW�WKDW�ODUJH�VFDOH�UHGLVWULEXWLRQ�ZLOO�EH
WKH�UHVXOW��0RQH\�KDV�EHHQ�VHW�DVLGH�LQ�HDFK�EXGJHW�VLQFH������IRU�UHVWLWXWLRQ
DQG�ODQG�UHIRUP��EXW�PRVW�XUEDQ�FODLPV�DUH�EHLQJ�KDQGOHG�E\�EODQNHW�SD\PHQWV
WR�FODLPDQWV�RI�WKH�YDOXH�RI�D�VHUYLFHG�VLWH�LQ�WKHLU�DUHD�RI�UHVLGHQFH��6RPH�ODQG
UHVWLWXWLRQ� LV� SODQQHG� LQ� UXUDO� DUHDV�� EXW� WKH� IRFXV� RI� UXUDO� GHYHORSPHQW� LV� D
PXOWL�ELOOLRQ�UDQG�SURJUDPPH�RI�ILQDQFH�WR�VPDOO�VFDOH�IDUPHUV�

'HVSLWH�LWV�SHUFHLYHG�SROLWLFDO�LPSRUWDQFH��WKHUH�LV�HYLGHQFH�WR�VXJJHVW�WKDW�ODQG
UHGLVWULEXWLRQ�LV�QRW�DQ�HIIHFWLYH�ZD\�RXW�RI�SRYHUW\��WKDW�LW�UHGXFHV�SRYHUW\�E\
YHU\� OLWWOH�� DQG� WKDW� D� ODQG� SROLF\� HQWDLOV� ERWK� D� OHDNDJH� WR� WKH� QRQ�SRRU� DQG
LPSHUIHFW�FRYHUDJH�RI�WKH�SRRU��5DYDOOLRQ�DQG�6HQ������������0RVW�RI�$IULFD
V
XOWUD�SRRU�RZQ�RU�RSHUDWH�VLJQLILFDQW�DPRXQWV�RI�IDUPODQG��DQG�WKH�SUREOHP�LV
RQH� RI� ODQG� TXDOLW\�� UHPRWHQHVV� DQG� IUDJPHQWDWLRQ� RI� ODQG� UDWKHU� WKDQ
ODQGOHVVQHVV� �/LSWRQ�� ������ ����� (YHQ� ZKHUH� WKHUH� LV� ODQG� KXQJHU�� DV� LQ
=LPEDEZH�� WKH� UHGLVWULEXWLYH� SURFHVV� SURYHV� FRPSOH[� DQG�� SUREDEO\� PRVW
VLJQLILFDQWO\��LI�QRW�GHDOW�ZLWK�FRQFOXVLYHO\�VRRQ�DIWHU�WKH�WUDQVLWLRQ�WR�PDMRULW\
UXOH��D�VLPPHULQJ�SROLWLFDO�SUREOHP�

9, 7+(�,03$&7�2)�(&2120,&�32/,&<�6,1&(�����

$�JURZLQJ�OLWHUDWXUH�LV�UDLVLQJ�WKH�FRQFHUQ�WKDW�WKH�VKLIWLQJ�RI�SROLF\�LQ�D�QHR�
OLEHUDO� GLUHFWLRQ� PD\� KDYH� DFWXDOO\� ZRUVHQHG� WKH� GLVWULEXWLRQ� RI� LQFRPH� LQ
PDQ\�GHYHORSLQJ�FRXQWULHV��7KHUH� DUH� UHDVRQV�ZK\�6RXWK�$IULFD
V� H[SHULHQFH
PD\� GLIIHU� IURP� WKDW� RI� PDQ\� GHYHORSLQJ� FRXQWULHV�� $OWKRXJK� LW� QRZ� KDV� D
IDLUO\�RUWKRGR[�PDFURHFRQRPLF�SDFNDJH��WKH�FKDQJHV�WR�WKH�SROLF\�IUDPHZRUN
KDYH� EHHQ� LQWURGXFHG� RYHU� ��� \HDUV� LQ� D� SKDVHG� PDQQHU� LQ� UHVSRQVH� WR� WKH

������������������������������������������
���&5()6$��������VKRZV� WKDW� WKH�VKDUH�RI�H[SHQGLWXUH�RQ�HGXFDWLRQ�ZDV�KLJKHU� LQ�6RXWK
$IULFD�WKDQ�LW�ZDV�LQ�D�EURDG�VHOHFWLRQ�RI�RWKHU�FRPSDUDEOH�HPHUJLQJ�HFRQRPLHV�
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SHUFHLYHG� QHHGV� RI� WKH� HFRQRP\� UDWKHU� WKDQ� LQ� SXUVXLW� RI� DQ� XOWLPDWH
LGHRORJLFDOO\�GULYHQ�REMHFWLYH��7KLV�SKDVHG�DSSURDFK��PRGLILHG�E\�WKH�QHHG�RI
WKH�SUHYLRXV�JRYHUQPHQW�WR�ZDUG�RII�SROLWLFDO�GLVVHQW�E\�VSUHDGLQJ�WKH�EHQHILWV
RI�SURGXFWLRQ�PRUH�ZLGHO\� DQG� WKH�QHHG�RI� WKH� FXUUHQW�JRYHUQPHQW� WR� VDWLVI\
WKH� DVSLUDWLRQV� RI� WKH� QHZO\� HQIUDQFKL]HG� PDMRULW\�� PD\� FRQWULEXWH� WR� DQ
LPSURYHPHQW�LQ�WKH�GLVWULEXWLRQ�RI�LQFRPH�

��� 7KH�HIIHFWV�RI�VWDELOL]DWLRQ��LQIODWLRQ�DQG�LQWHUHVW�UDWHV

7KH�SRRU�JHQHUDOO\�VXIIHU�PRVW�IURP�KLJK�LQIODWLRQ�EHFDXVH�WKH\�DUH�OHVV�DEOH�WR
LQGH[�WKHLU�LQFRPHV��DQG�WKH�UHDO�YDOXH�RI�WKHLU�DVVHWV��VDYLQJV��LV�HURGHG��+LJK
�DQG�YDULDEOH��UDWHV�RI�LQIODWLRQ�DOVR�UDLVH�WKH�ULVNV��DV�ZHOO�DV�GLUHFW�FRVWV��IRU
LQYHVWRUV��ZLWK�LPSOLFDWLRQV�IRU�HPSOR\PHQW��+RZHYHU��LW�KDV�EHHQ�IRXQG�WKDW�
WR�WKH�H[WHQW�WKDW�VWDELOL]DWLRQ�LV�FRQWUDFWLRQDU\��LW�WHQGV�WR�EH�
GLVHTXDOL]LQJ
�LQ
GHYHORSLQJ�FRXQWULHV��&RUQLD�DQG�.LLVNL���������7LJKW�PRQHWDU\�SROLF\�QRW�RQO\
GLVFRXUDJHV�QHZ�LQYHVWPHQW��EXW�UDLVHV�WKH�FRVW�RI�VHUYLFLQJ�H[LVWLQJ�GHEW��(YHQ
LI� ILUPV�DUH�QRW� IRUFHG� WR� FORVH�� WKH\�DUH� IRUFHG� WR� UHGXFH�YDULDEOH� FRVWV��7KH
IOH[LELOLW\�RI�ORZ�VNLOOHG�ZDJHV��WKH�UHDGLQHVV�RI�ILUPV�WR�VKHG�ODERXU��DQG�WKH
LQDGHTXDF\�RI�VRFLDO�VDIHW\�QHWV�PHDQ�WKDW�WKH�EXUGHQ�RI�DGMXVWPHQW�IUHTXHQWO\
IDOOV�RQ� WKRVH�DW� WKH�ERWWRP�RI� WKH�GLVWULEXWLRQ��HVSHFLDOO\�ZKHUH� WKH� LQIRUPDO
VHFWRU� LV� VPDOO�� 0RUHRYHU�� WKH� FRQWUDFWLRQDU\� LPSDFW� WHQGV� WR� EH� JUHDWHU� RQ
ZDJHV�WKDQ�RQ�SURILWV�

,Q�6RXWK�$IULFD��WKH�WLJKW�DQWL�LQIODWLRQDU\�VWDQFH�RI�WKH�FHQWUDO�EDQN�KDV�EHHQ
FULWLFL]HG�E\�VRPH�FRPPHQWDWRUV�IRU�XQGHUPLQLQJ�WKH�JURZWK�DQG�HPSOR\PHQW
REMHFWLYHV� RI� HFRQRPLF� SROLF\�� +RZHYHU�� FRQWLQXHG� KLJK� LQWHUHVW� UDWHV� KDYH
EHHQ��LQ�SDUW��D�UHVSRQVH�WR�H[WHUQDO�VKRFNV��$�NH\�VWUXFWXUDO�ZHDNQHVV�LQ�6RXWK
$IULFD�LV� WKH�ORZ�VDYLQJV�UDWH��7KLV�PHDQV� WKDW� WKH�HFRQRP\�UHOLHV�KHDYLO\�RQ
IRUHLJQ�FDSLWDO� LQIORZV��PRVWO\� LQ� WKH�IRUP�RI�SRUWIROLR� LQYHVWPHQW�� WR� ILQDQFH
WKH� VDYLQJV�LQYHVWPHQW� JDS��+LJK� UHDO� LQWHUHVW� UDWHV� KDYH� EHHQ�PDLQWDLQHG� LQ
RUGHU� WR� FRQWLQXH� WR� DWWUDFW� LQZDUG� IORZV� RI� FDSLWDO�� RU� DW� OHDVW� WR� OLPLW� WKH
RXWIORZV�LQ�WLPHV�RI�FULVLV��7KXV��ZKLOH�WKH�SROLF\�LPSOLFDWLRQV�RI�PDQDJLQJ�WKH
LPSDFW� RI� YRODWLOH� FDSLWDO� IORZV� DSSHDU� WR� FRQWUDGLFW� WKH� JRDOV� RI� JURZWK� DQG
HPSOR\PHQW�FUHDWLRQ��ZLWKRXW�DFFHVV�WR�IRUHLJQ�VDYLQJV�LW�LV�XQOLNHO\�WKDW�6RXWK
$IULFD�FRXOG�PDNH�PXFK�SURJUHVV�WRZDUGV�WKHVH�JRDOV�

7DEOH� �� VKRZV� WKDW� UHDO� LQWHUHVW� UDWHV� KDYH� EHHQ� KLVWRULFDOO\� KLJK� VLQFH� WKH
HOHFWLRQ�RI� WKH�$1&�OHG�JRYHUQPHQW�� 6LPXOWDQHRXVO\�� DYHUDJH� DQQXDO� JURZWK
KDV� EHHQ� DW� LWV�PRVW� UDSLG� VLQFH� WKH� JROG� ERRP� SHULRG� RI� WKH� HDUO\� ����V���

������������������������������������������
���1RWH�WKDW�WKH�DYHUDJHV�SUHVHQWHG�LQ�WKH�WDEOH�PDVN�VLJQLILFDQW�GLIIHUHQFHV�LQ�JURZWK�RQ�D
\HDU�E\�\HDU�EDVLV�
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DOWKRXJK� LQVXIILFLHQW� IRU� DQ� DFFHOHUDWLRQ� RI� SHU� FDSLWD� LQFRPH� JURZWK�� $V
LQIODWLRQ�KDV�IDOOHQ��QRPLQDO�LQWHUHVW�UDWHV�KDYH�IDOOHQ�E\�PXFK�OHVV��VR�WKDW�UHDO
LQWHUHVW� UDWHV� KDYH� JHQHUDOO\� UHPDLQHG� VWXEERUQO\� KLJK� HVSHFLDOO\� ZKHQ
FRPSDUHG�WR�WKHLU��QHJDWLYH��OHYHO�LQ�WKH�HDUO\�����V�

TABLE 8
REAL INTEREST RATES AND GROWTH IN SOUTH AFRICA

GDP growth GDP per capita
growth

Core consumer
price inflation

Real T-bill
rate*

Real long-
dated yield**

1976-9 2.2 -0.2 10.7 -3.15 -0.28
1980-4 3.0 0.6 12.2 0.39 0.64
1985-9 1.5 -0.7 17.0 -3.22 -0.48
1990-4 0.2 -1.9 14.5 -0.31 0.83
1995-9 2.3 0.1 7.9 6.28 6.87

Note: * Annual average discount rate on three-month Treasury bill rate, adjusted using core
consumer price inflation rates. ** Annual average yield on government bond traded on the
bond exchange with maturity of 10 years or more, adjusted using core consumer price
inflation rates.
Source: Calculated using data from the South African Reserve Bank and the International
Monetary Fund.

7KH�HIIHFWV�RI�VWDELOL]DWLRQ�RQ�SRYHUW\�DQG�LQFRPH�GLVWULEXWLRQ�DUH�QRW�FOHDU�FXW�
/RZHU�LQIODWLRQ�PD\�EH�DVVRFLDWHG�ZLWK�EHWWHU�JURZWK�SHUIRUPDQFH�LQ�WKH�ORQJ
UXQ�� DV� ORZHU� LQIODWLRQ� KDV� D� SRVLWLYH� LPSDFW� RQ� GRPHVWLF� VDYLQJV� DQG
LQYHVWPHQW��0RUHRYHU��ZKHUH�ORZHU�LQIODWLRQ�SURYLGHV�JUHDWHU�SURWHFWLRQ�RI�WKH
UHDO�YDOXH�RI�LQFRPH�DQG�VDYLQJV�IRU�WKH�SRRU��WKHQ�LW�LV�LPSRUWDQW�IRU�UHGXFLQJ
SRYHUW\�� +RZHYHU�� DV� DUJXHG� DERYH�� SRYHUW\� LQ� 6RXWK� $IULFD� LV� VWURQJO\
DVVRFLDWHG� ZLWK� XQHPSOR\PHQW�� 7R� WKH� H[WHQW� WKDW� KLJK� LQWHUHVW� UDWHV� KDYH
UHWDUGHG� HPSOR\PHQW� FUHDWLRQ�� WKHQ� WKH� SRYHUW\� DQG� GLVWULEXWLRQDO� HIIHFWV� DUH
OLNHO\�WR�KDYH�EHHQ�QHJDWLYH��DW�OHDVW�LQ�WKH�VKRUW�WHUP���

2I�FRXUVH��VWDELOL]DWLRQ�LV�QRW�D�VKRUW�WHUP�SURFHVV��DQG�RQO\�E\�WKH�HQG�RI�����
ZHUH�PDUNHW�LQWHUHVW�UDWHV�EHJLQQLQJ�WR�IDOO��:KHWKHU�WKLV�GHFOLQH�ZLOO�FRQWLQXH�
RU�DW�OHDVW�EH�VXVWDLQHG��LV�OLNHO\�WR�GHSHQG�WR�D�JUHDW�H[WHQW�RQ�WKH�VXFFHVV�RI
WKH�JRYHUQPHQW
V�LQIODWLRQ�WDUJHWLQJ�VWUDWHJ\��DQQRXQFHG�LQ�0DUFK�������$W�WKH
VDPH� WLPH�� WKH� FUHGLELOLW\� RI� DQ� LQIODWLRQ� WDUJHW� LV� OLNHO\� WR� UHTXLUH� RQ�JRLQJ
UHVWUDLQW�LQ�JRYHUQPHQW�H[SHQGLWXUH��WR�ZKLFK�WKH�DQDO\VLV�QRZ�WXUQV�

������������������������������������������
��� ,W� LV�DOVR�ZRUWK�QRWLQJ� WKDW�KLJK�UHDO� LQWHUHVW� UDWHV�PHDQ� WKDW�KROGHUV�RI� ILQDQFLDO� DVVHWV
KDYH�H[SHULHQFHG�KLJKHU�WKDQ�DYHUDJH�LQFRPH�JURZWK�DW�WKH�H[SHQVH�RI�FRQVXPHUV�DQG�ILUPV
ZKR�ERUURZ��7KLV�GRHV�QRW�PHDQ�WKDW�WKH�KROGHUV�RI�ILQDQFLDO�DVVHWV�KDYH�QHFHVVDULO\�JDLQHG
DW�WKH�H[SHQVH�RI�WKH�SRRU��KRZHYHU��DV�WKH�SRRUHVW�LQ�6RXWK�$IULFD�DUH�HIIHFWLYHO\�H[FOXGHG
IURP�WKH�IRUPDO�ILQDQFLDO�VHFWRU�
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��� )LVFDO�SROLF\

$� ZRUVHQLQJ� RI� WKH� LQFRPH� GLVWULEXWLRQ� DV� D� UHVXOW� RI� UHFHVVLRQ� PD\� EH
UHLQIRUFHG� E\� D� WLJKW� ILVFDO� SROLF\�� DV� FXWV� LQ� UHFXUUHQW� H[SHQGLWXUH� UHGXFH
SXEOLF�VHFWRU�HPSOR\PHQW��RU�SXEOLF�VHUYLFHV��RU�ERWK��(YHQ�XVLQJ�WKH�ILVFXV�IRU
VSHFLILFDOO\�UHGLVWULEXWLYH�REMHFWLYHV�KDV�WHQGHG�WR�KDYH�PXFK�VPDOOHU�HIIHFWV�LQ
GHYHORSLQJ� FRXQWULHV� WKDQ� LQ� LQGXVWULDOL]HG� FRXQWULHV�� ,Q� D� FRPSUHKHQVLYH
UHYLHZ�RI�VWXGLHV�RI�WKH�GLVWULEXWLRQDO�HIIHFWV�RI�WD[�DQG�H[SHQGLWXUH�UHIRUPV�LQ
���GHYHORSLQJ�FRXQWULHV��&KX��'DYRRGL�DQG�*XSWD��������ILQG�WKDW��LQ�VSLWH�RI
DWWHPSWV�WR�UDLVH�SURJUHVVLYLW\��PDQ\�GHYHORSLQJ�FRXQWULHV�KDYH�H[SHULHQFHG�DQ
LQFUHDVH�LQ�ERWK�EHIRUH�WD[�DQG�DIWHU�WD[�LQHTXDOLW\��7KH�UHDVRQV�DUH�WKDW�ZHDN
WD[� DGPLQLVWUDWLRQ� PDNHV� JRYHUQPHQWV� PRUH� GHSHQGHQW� RQ� LQGLUHFW� WD[DWLRQ�
ZKLFK�FDQ�EH�UHJUHVVLYH��FDSLWDO�DQG�ZHDOWK�WD[HV�DUH�OLPLWHG��DQG�IRUPDO�FDVK�
WUDQVIHU�DQG�VRFLDO�SURWHFWLRQ�SURJUDPPHV�DUH�FRQILQHG��0RUHRYHU��FRUUXSWLRQ
OLPLWV� WKH� HIIHFWLYHQHVV� RI� WD[HV� DQG� WUDQVIHUV� DV� UHGLVWULEXWLYH� LQVWUXPHQWV�
1HYHUWKHOHVV�� WKH\� ILQG� WKDW� FRXQWULHV� SXUVXLQJ� VRXQG� PDFURHFRQRPLF� DQG
VRFLDO� SROLFLHV� �OLNH� ZHOO�WDUJHWHG� KHDOWK� DQG� HGXFDWLRQ� SURJUDPPHV�� WHQG� WR
LPSURYH�WKHLU�LQFRPH�GLVWULEXWLRQ�HYHQ�LI� WKH�HTXLW\�REMHFWLYHV�RI� WD[� UHIRUPV
DUH� OLPLWHG��7KH�VFRSH� IRU� UHGLVWULEXWLRQ�KDV�JHQHUDOO\�EHHQ�JUHDWHU� LQ�PLGGOH
DQG�KLJKHU� LQFRPH�HFRQRPLHV�ZLWK�D�SUR�SRRU�SROLWLFDO�HFRQRP\� �&RUQLD�DQG
.LLVNL��������

$V� UHGLVWULEXWLRQ� WKURXJK� H[SHQGLWXUH� UHIRUP� LV� RQH� REMHFWLYH� RI� WKH� 6RXWK
$IULFDQ�JRYHUQPHQW��LW�LV�GLVWLQFWO\�SRVVLEOH�WKDW�ILVFDO�SROLF\�LV�FRQWULEXWLQJ�WR
JUHDWHU� UDFLDO� HTXDOLW\�� +RZHYHU�� SUHVVXUH� IURP� WKH� VHUYLFLQJ� RI� JRYHUQPHQW
GHEW�� ZLWKLQ� WKH� FRQWH[W� RI� UHGXFLQJ� WKH� ILVFDO� GHILFLW�� KDV� OLPLWHG� WKH
JRYHUQPHQW
V� DELOLW\� WR� SURPRWH� UHGLVWULEXWLRQ� WKURXJK� H[SHQGLWXUH���
0HDQLQJIXO� FRPSDULVRQV� RI�JRYHUQPHQW� GHEW� RYHU� WLPH� DUH� GLIILFXOW�� WKH�GDWD
SXEOLVKHG� E\� WKH� 'HSDUWPHQW� RI� )LQDQFH� LQ� LWV� DQQXDO� %XGJHW� 5HYLHZ� DUH
FRPSOLFDWHG� E\� WKH� LQFOXVLRQ� RI� WKH� GHEW� RI� WKH� IRUPHU� 
KRPHODQGV
� LQ� WRWDO
JRYHUQPHQW�GHEW�LQ���������%HDULQJ�WKLV�FDYHDW� LQ�PLQG��ZH�SUHVHQW�WKH�GHEW�
*'3� UDWLR� VLQFH� ����� LQ�)LJXUH����*RYHUQPHQW� GHEW�SHDNHG� DW�QHDUO\� ���SHU
FHQW�RI�*'3�DW�WKH�HQG�RI�ILVFDO�\HDU���������3ULYDWL]DWLRQ�SURFHHGV�DUH�EHLQJ
XVHG� WR� UHWLUH�GHEW� LQ� DQ� DWWHPSW� WR� UHGXFH� WKH� LQWHUHVW� EXUGHQ�RQ� WKH� EXGJHW�
$VVHW�VDOHV�� WRJHWKHU�ZLWK�GHFOLQLQJ�ILQDQFLQJ�UHTXLUHPHQWV��PHDQ� WKDW�GHEW� LV
H[SHFWHG�WR�IDOO�WR�DURXQG����SHU�FHQW�RI�*'3�E\�WKH�HQG�RI��������

7KH�LPSDFW�RI�WKH�GHEW�EXUGHQ�RQ�WKH�EXGJHW��LQ�WKH�FRQWH[W�RI�WKH�FRPPLWPHQW
WR� UHGXFLQJ� WKH� EXGJHW� GHILFLW�� LV� VKRZQ� LQ� 7DEOH� ��� 7KH� EXGJHW� GHILFLW� DV� D
������������������������������������������
��� ,Q� RWKHU�ZRUGV��PRQHWDU\� SROLF\�PD\� KDYH� OLPLWHG� WKH� JRYHUQPHQW
V� DELOLW\� WR� XVH� WKH
EXGJHW�DV�D�PHDQV�RI�UHGLVWULEXWLRQ��VLQFH�KLJK�LQWHUHVW�UDWHV�KDYH�UDLVHG�WKH�FRVW�RI�VHUYLFLQJ
DQ�LQFUHDVHG�SXEOLF�GHEW�
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SURSRUWLRQ� RI� *'3� SHDNHG� DW� �� SHU� FHQW� LQ� WKH� ODVW� \HDU� RI� WKH� DSDUWKHLG
JRYHUQPHQW��7KH�QHZ�JRYHUQPHQW�KDV� UDSLGO\�GHFUHDVHG� WKH�RYHUDOO�GHILFLW� LQ
OLQH�ZLWK� LWV�FRPPLWPHQWV� LQ�*($5��SURYLGLQJ�DGGLWLRQDO�FUHGLELOLW\�ZLWK� WKH
HVWDEOLVKPHQW�RI� WKH�0HGLXP�7HUP�([SHQGLWXUH�)UDPHZRUN� �07()�� LQ�����
DV�D�SXEOLFO\�DQQRXQFHG�FRQVWUDLQW�RQ�H[SHQGLWXUH�RYHU�D�WKUHH�\HDU�KRUL]RQ�

FIGURE 5
GOVERNMENT DEBT AS % OF GDP

Source: authors’ calculation.

7KH�GHFOLQH�LQ�WKH�GHILFLW�KDV�EHHQ�DFKLHYHG�E\�HQVXULQJ�D�SULPDU\�VXUSOXV��WKH
EXGJHW�EDODQFH��H[FOXGLQJ�LQWHUHVW�SD\PHQWV��LQ�HDFK�\HDU�VLQFH�������7KH�GHEW
EXUGHQ� LV� HYLGHQW� LQ� WKH� VKDUH� RI� WRWDO� H[SHQGLWXUH� DFFRXQWHG� IRU� E\� LQWHUHVW
SD\PHQWV�� 7KLV� URVH� WR� ��� SHU� FHQW� LQ� WKH� ILVFDO� \HDU� �������� DOWKRXJK� LW� LV
SURMHFWHG�WR�IDOO�WR�DURXQG����SHU�FHQW�E\���������8QGHUO\LQJ�WKH�GHFOLQH�LQ�WKH
GHILFLW�DUH�UHGXFHG�H[SHQGLWXUH�DQG�LQFUHDVHG�WD[�UHYHQXH��0XFK�RI�WKH�ULVH�LQ
UHYHQXH�LV�GXH�WR�LPSURYHPHQWV�LQ�WD[�FROOHFWLRQ�DQG�FRPSOLDQFH�IROORZLQJ�WKH
HVWDEOLVKPHQW� RI� WKH� VHPL�DXWRQRPRXV� 6RXWK� $IULFDQ� 5HYHQXH� 6HUYLFH�� 7KH
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FRPPLWPHQW�WR�GHFUHDVLQJ�WKH�GHILFLW�KDV�SUHVHQWHG�D�VLJQLILFDQW�FRQVWUDLQW�RQ
RYHUDOO�H[SHQGLWXUH�

TABLE 9
INTEREST PAYMENTS AND THE BUDGET DEFICITD

Interest payments
(% of total expenditure)E

Overall deficit
(% of GDP)

Primary deficit
(% of GDP)F

1990/91 12.4 3.3 -0.8
1991/92 12.4 4.5 0.5
1992/93 12.8 8.3 4
1993/94 13.2 9.1 4.4
1994/95 13.5 5.0 0.1
1995/96 13.6 5.1 -0.1
1996/97 17.7 4.6 -0.7
1997/98 19.0 3.8 -1.8
1998/99D 20.3 2.3 -3.4

1999/2000D 19.8 2.4 -3.1

2000/1D 19.1 2.6 -2.6

2001/2D 18.9 2.5 -2.7

2002/3D 18.3 2.2 -2.7

Note: a. Figures for 1998-2003 are projections based on the Medium Term Expenditure
Framework. b. Figures for 1990 to 1995 are from the South African Reserve Bank and may
not be strictly comparable with later data from the Department of Finance. c. A negative
number indicates a primary surplus.
Sources: Budget Review, South African Department of Finance; Quarterly Bulletin, South
African Reserve Bank.

'HVSLWH�WKLV��WKH�JRYHUQPHQW�KDV�QRW�ORVW�VLJKW�RI�WKH�QHHG�IRU�UHGLVWULEXWLRQ�DQG
WKH� DELOLW\� RI� WKH� EXGJHW� WR� SURYLGH� D� WRRO²DOEHLW� D� OLPLWHG� RQH� LQ� WKH
FRQVHUYDWLYH�SROLF\� IUDPHZRUN²WR�DFKLHYH� WKLV�JRDO��7KLV� LV�GHPRQVWUDWHG� LQ
7DEOH� �� DERYH�� ZKHUH� WKH� VKLIW� LQ� QRQ�LQWHUHVW� H[SHQGLWXUH� WRZDUGV� VRFLDO
VHUYLFHV� LV� HYLGHQW�� 7KLV� VXJJHVWV� WKDW�� DV� LQ� RWKHU�PLGGOH� LQFRPH� HFRQRPLHV
ZLWK� D� SUR�SRRU� SROLWLFDO� HFRQRP\�� WKHUH� LV� �OLPLWHG�� VFRSH� IRU� XVLQJ� ILVFDO
SROLF\�WR�DFKLHYH�UHGLVWULEXWLRQ�

��� 7UDGH�OLEHUDOL]DWLRQ

7R� WKH� H[WHQW� WKDW� WUDGH� OLEHUDOL]DWLRQ� H[SRVHV� SUHYLRXVO\� SURWHFWHG� ILUPV� WR
FRPSHWLWLRQ� IURP�PRUH� HIILFLHQW� IRUHLJQ� SURGXFHUV�� VKRUW�WHUP� MRE� ORVVHV� DUH
LQHYLWDEOH� DV� ILUPV� DGMXVW�� ,Q� WKH� ORQJHU� WHUP�� GLVSODFHG� ZRUNHUV� VKRXOG� ILQG
DOWHUQDWLYH� HPSOR\PHQW� LQ� H[SDQGLQJ� H[SRUWLQJ� LQGXVWULHV�� +RZHYHU�� LW� LV
SRVVLEOH� WKDW�RSHQLQJ�DQ�HFRQRP\�ZLOO� OHDG� WR� WHFKQRORJLFDO�FKDQJHV��7KLV� LV
HYHQ�PRUH�OLNHO\�LI�JUHDWHU�JOREDO�LQWHJUDWLRQ�DWWUDFWV�IRUHLJQ�LQYHVWPHQW��,Q�WKLV
FDVH�� WKH�GHPDQG�IRU� ODERXU�PLJKW�VKLIW� IURP�OHVV�� WR�PRUH�VNLOOHG�ZRUNHUV�DV
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FDSLWDO�LQWHQVLYH�WHFKQRORJ\�LV�LQWURGXFHG��:KHUH�SURWHFWLRQ�KDV�SHUPLWWHG�WKH
SD\PHQW� RI� KLJKHU� ZDJHV� WKDQ� PLJKW� KDYH� EHHQ� SDLG� LQ� D� PRUH� FRPSHWLWLYH
HQYLURQPHQW�� WKHQ� SHUPDQHQW� MRE� ORVVHV� DUH� SRVVLEOH�� 0RUHRYHU�� LQ� DQ� RSHQ
JOREDO�HFRQRP\� LQ�ZKLFK� ULFK� FRXQWULHV� FDQ� VXEVLGL]H� DQG�SURWHFW� WKH� VHFWRUV
ZKHUH�SRRUHU�FRXQWULHV�PLJKW�EH�DEOH�WR�FRPSHWH��XQLODWHUDO�WUDGH�OLEHUDOL]DWLRQ
E\�SRRUHU�FRXQWULHV�FDQ�KDYH�SHUYHUVH�HIIHFWV�

8QOLNH�LQ�(DVW�$VLD��WUDGH�OLEHUDOL]DWLRQ�LQ�/DWLQ�$PHULFD�GXULQJ�WKH�����V�DQG
����V� DSSHDUV� WR� KDYH�EHHQ� DFFRPSDQLHG�E\� VORZHU� HPSOR\PHQW� JURZWK� DQG
ZLGHQLQJ�LQHTXDOLW\��&RPSHWLWLRQ�IURP�$VLD
V�ODUJH�ORZ�LQFRPH�PDQXIDFWXULQJ
H[SRUWHUV� GHSUHVVHG� WKH� GHPDQG� IRU� OHVV�VNLOOHG� ODERXU� LQ� WKH�PLGGOH� LQFRPH
GHYHORSLQJ�FRXQWULHV�RI�/DWLQ�$PHULFD²XQVNLOOHG�HPSOR\PHQW�DQG�ZDJHV�KDYH
WKHUHIRUH�IDOOHQ��:RRG���������7KH�UHOXFWDQFH�RI�/DWLQ�$PHULFDQ�FRXQWULHV� WR
UHIRUP� ODERXU� PDUNHWV� GXULQJ� WUDGH� OLEHUDOL]DWLRQ� PD\� KDYH� H[DFHUEDWHG
XQVNLOOHG� XQHPSOR\PHQW� �1DWWUDVV�� ������ ����� ,Q� VNLOOV�DEXQGDQW� 2(&'
FRXQWULHV�� WKH� OLEHUDOL]DWLRQ� RI� ODERXU� PDUNHWV� DQG� WKH� HURVLRQ� RI� PLQLPXP
ZDJHV�DSSHDU�WR�KDYH�FDXVHG�LQHTXDOLW\�WR�ZLGHQ��&RUQLD�DQG�.LLVNL��������

7KH�FRPELQDWLRQ�RI�IDOOLQJ�GHPDQG�IRU�OHVV�VNLOOHG�ZRUNHUV�LQ�PLGGOH� LQFRPH
HFRQRPLHV�DV�D�UHVXOW�RI�LQFUHDVLQJ�WUDGH�RSHQQHVV�DQG�WKH�SHUVLVWHQFH�RI�ODERXU
PDUNHW� ULJLGLWLHV� LQ� 6RXWK�$IULFD� LV� OLNHO\� WR� KDYH� LPSRUWDQW� LPSOLFDWLRQV� IRU
LQHTXDOLW\�� ,Q� WKH�SUHVHQFH� RI� ODERXU�PDUNHW�SROLFLHV� DLPHG� DW� UHGXFLQJ�ZDJH
GLIIHUHQWLDOV� LQ� WKH� IRUPDO� HFRQRP\�� ZLWK� DQ� LQIRUPDO� VHFWRU� WKDW� GRHV� QRW
JHQHUDWH� VLJQLILFDQW� LQFRPH�HDUQLQJ� RSSRUWXQLWLHV�� LW� LV� WR� EH� H[SHFWHG� WKDW
XQHPSOR\PHQW�DQG�RYHUDOO�LQHTXDOLW\�VKRXOG�ERWK�ULVH�LQ�6RXWK�$IULFD��HYHQ�LI
WKH�GLVSHUVLRQ�RI�IRUPDO�LQFRPHV�IDOOV�

$V� VKRZQ�HDUOLHU�� D� FRQWUDFWLRQ�RI� HPSOR\PHQW� LQ� SULYDWH�VHFWRU� LQGXVWU\� KDV
FRLQFLGHG� ZLWK� WKH� UHFRYHU\� LQ� WKH� UDWH� RI� HFRQRPLF� JURZWK�� 7KH� KLVWRULF
QXUWXULQJ� RI� FDSLWDO�LQWHQVLYH� SURGXFWLRQ� KDV� PHDQW� WKDW� PDQ\� ODUJH� FDSLWDO�
LQWHQVLYH�ILUPV�KDYH�EHHQ�DEOH�WR�WDNH�DGYDQWDJH�RI�WKH�RSSRUWXQLWLHV�FUHDWHG�E\
WUDGH�OLEHUDOL]DWLRQ��HYHQ�ZKHQ��LQ�WKHRU\��UHODWLYH�SULFHV�KDYH�PRYHG�LQ�IDYRXU
RI�ODERXU�LQWHQVLYH�SURGXFWLRQ��+DUYH\�DQG�-HQNLQV���������$V�LQ�RWKHU�PLGGOH
LQFRPH�FRXQWULHV��DV�WUDGH�OLEHUDOL]DWLRQ�KDV�SURJUHVVHG��6RXWK�$IULFDQ�H[SRUWV
KDYH�EHFRPH�PRUH�FDSLWDO� DQG�VNLOO� LQWHQVLYH����6WDQGLQJ��6HQGHU� DQG�:HHNV
�����������SRLQW�RXW�WKDW�LPSRUW�VXEVWLWXWLQJ�VHFWRUV�DUH�PRUH�ODERXU�LQWHQVLYH
WKDQ� DUH� H[SRUW�RULHQWHG� VHFWRUV� �ZLWKRXW� H[SODLQLQJ�ZK\��� 7VLNDWD� ������� YL�
���� DWWULEXWHV� 6RXWK� $IULFD
V� 
SDUDGR[LFDO
� H[SRUW� VWUXFWXUH� WR� FRPSDUDWLYHO\

������������������������������������������
��� 7KLV� SKHQRPHQRQ� HPHUJHG� HDUO\�� ����� HVWLPDWHV� RI� 6RXWK� $IULFD
V� FRPSDUDWLYH
DGYDQWDJH�FRQFOXGHG�WKH�IDFW�WKDW�WKH�FRXQWU\�KDG�D�FRPSDUDWLYH�DGYDQWDJH�LQ�ODUJH�FDSLWDO�
LQWHQVLYH�SURGXFWLRQ��VHH�+ROGHQ�DQG�+ROGHQ��������



��

KLJK�ZDJHV�UHODWLYH�WR�SURGXFWLYLW\��ZKLFK�UHGXFHV�WKH�FRPSHWLWLYHQHVV�RI�OHVV�
VNLOOHG�ODERXU�LQWHQVLYH�H[SRUWV���

7KH� HPSKDVLV� RQ� FDSLWDO�LQWHQVLYH� SURGXFWLRQ� UDLVHV� WKH� SRVVLELOLW\� WKDW
PDQXIDFWXULQJ�H[SRUWV�PD\�QRW�JHQHUDWH�VLJQLILFDQW�QXPEHUV�RI�MREV��7KH�,/2
IRXQG�WKDW�HPSOR\PHQW�ORVVHV�LQ�6RXWK�$IULFD�ZHUH�JUHDWHU�LQ�FDSLWDO�LQWHQVLYH
H[SRUW� LQGXVWULHV� WKDQ� LQ� LPSRUW�FRPSHWLQJ� LQGXVWULHV�EHWZHHQ������DQG�����
�UHSRUWHG�LQ�1DWWUDVV�������������$W� WKH�VDPH� WLPH�� VRPH� �EXW�QRW�DOO�� ODERXU�
LQWHQVLYH�PDQXIDFWXULQJ�VHFWRUV�KDYH�GHFOLQHG��7KHUH�LV�WKHUHIRUH�HYLGHQFH�WKDW
6RXWK� $IULFD� LV� PRYLQJ� WRZDUGV� PRUH� VNLOO�LQWHQVLYH� SURGXFWLRQ�� ZLWK
WHFKQRORJLFDO� FKDQJH� LQ� PDQXIDFWXULQJ� UHVXOWLQJ� LQ� DQ� LQFUHDVHG� GHPDQG� IRU
VNLOOHG� ODERXU�� 7KLV� LV� QRW� RQO\� FRQVLVWHQW� ZLWK� ZKDW� LV� SUHGLFWHG� LQ� WKH
OLWHUDWXUH�� EXW� LW� SURYLGHV� VXSSRUW� IRU� WKH� H[SODQDWLRQ� DGYDQFHG� HDUOLHU� IRU
ZLGHQLQJ�ZLWKLQ�JURXS�LQHTXDOLW\�EHWZHHQ�WKH�KLJK�ZDJH��KLJK�VNLOOHG�ZRUNHUV
DQG�WKH�XQHPSOR\HG�

��� )LQDQFLDO�OLEHUDOL]DWLRQ

)LQDQFLDO�OLEHUDOL]DWLRQ�JHQHUDOO\�OHDGV�WR�WKH�JURZWK�RI�WKH�ILQDQFLDO�VHFWRU�DQG
D�VXEVWDQWLDO� LQFUHDVH� LQ� WKH�UDWH�RI�UHWXUQ�WR�ILQDQFLDO�FDSLWDO��$V�D�UHVXOW�� WKH
VKDUH� RI� *'3� DFFUXLQJ� WR� QRQ�ZDJH� HDUQHUV� LQFUHDVHV� �&RUQLD� DQG� .LLVNL�
�������5LVLQJ�UHDO�LQWHUHVW�UDWHV�DOVR�JHQHUDWH�UHGLVWULEXWLRQ�IURP�WD[HG�ODERXU
DQG� SURILWV� LQFRPH� WR� ERQGKROGHUV� DV� JRYHUQPHQW� LQWHUHVW� SD\PHQWV� ULVH
UHODWLYH� WR�RWKHU�VSHQGLQJ��7KLV� LV�H[DFHUEDWHG� LI� LQFUHDVLQJ� UHOLDQFH� LV�SODFHG
RQ� LQGLUHFW� WD[DWLRQ� DQG� LI� WKH� RZQHUVKLS� RI� JRYHUQPHQW� ERQGV� LV� KLJKO\
FRQFHQWUDWHG�

&RPSUHKHQVLYH�DQG�VXVWDLQHG�ILQDQFLDO�VHFWRU�UHIRUPV�LQ�6RXWK�$IULFD�KDYH�OHG
WR�D�VWURQJ�JURZWK� LQ� WKH�VL]H�RI� WKH�VHFWRU� UHODWLYH� WR�SULPDU\�DQG�VHFRQGDU\
VHFWRUV��%\�PDNLQJ�LW�HDVLHU�WR�ERUURZ�PRQH\�WR�ILQDQFH�FRQVXPSWLRQ��UHIRUPV
DQG� ILQDQFLDO� LQQRYDWLRQ� DUH� SDUWO\� UHVSRQVLEOH� IRU� WKH� GHFOLQH� LQ� SHUVRQDO
VDYLQJV� �$URQ� DQG� 0XHOOEDXHU�� ��������� 7KLV� KDV� FRQWULEXWHG� WR� WKH
GHSHQGHQFH� RQ� IRUHLJQ�FDSLWDO� LQIORZV�� ZKLFK� LQ� WXUQ� KDV� QHFHVVLWDWHG� WLJKW
PRQHWDU\�SROLF\��,W�VHHPV�OLNHO\�WKDW�WKH�KLJK�UHDO�LQWHUHVW�UDWHV�JHQHUDWHG�KDYH
FRQWULEXWHG� WR� DQ� LQFUHDVH� LQ� WKH� VKDUH� RI� LQFRPH� DFFUXLQJ� WR� WKH� KROGHUV� RI
ILQDQFLDO�DVVHWV��VHH�EHORZ��

������������������������������������������
���+RZHYHU��VKH�LV�RSWLPLVWLF�WKDW�6RXWK�$IULFD�LV�DEOH�WR�SRVLWLRQ�LWVHOI�WR�FRPSHWH�LQ�QLFKH
PDUNHWV�SURGXFLQJ�KLJK�YDOXH�DGGHG�JRRGV��LQFOXGLQJ�VRPH�WKDW�DUH�ODERXU�LQWHQVLYH�
���/LEHUDOL]DWLRQ�KDV�QRW��KRZHYHU�� OHG�WR� WKH�ODUJH�VFDOH�H[WHQVLRQ�RI� ILQDQFLDO�VHUYLFHV� WR
WKH�SRRUHVW��VXFK�WKDW�WKH�SURYLVLRQ�RI�FUHGLW�WR�VPDOO�VFDOH�HQWUHSUHQHXUV�KDV�EHHQ�GRPLQDWHG
E\�GHYHORSPHQW�RULHQWHG�LQVWLWXWLRQV�
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��� /DERXU�LQVWLWXWLRQV

7KH�HURVLRQ�RI� ODERXU� LQVWLWXWLRQV�PD\�ZRUVHQ�LQHTXDOLW\�GXULQJ� OLEHUDOL]DWLRQ
�&RUQLD�DQG�.LLVNL��������� ,W� LV�WKHUHIRUH�SRVVLEOH� WKDW�WKH� LQFRPH�GLVWULEXWLRQ
ZRXOG�DFWXDOO\�GHWHULRUDWH�LI�WUDGH�XQLRQV�ZHUH�XQGHUPLQHG�LQ�6RXWK�$IULFD��,W
LV�VLJQLILFDQW�WKDW�UHGLVWULEXWLRQ�DZD\�IURP�ODERXU�DQG�WRZDUGV�SURILWV��UHQWV�DQG
RWKHU�SURSHUW\�LQFRPH�KDV�EHHQ�D�IHDWXUH�RI�QHR�OLEHUDO�UHIRUP���)LJXUH���VKRZV

FIGURE 6
SHARES OF TOTAL HOUSEHOLD INCOME ACCRUING TO DIFFERENT

FACTORS OF PRODUCTION, 1970-99

Source: authors’ calculation.

WKH� VKDUHV� RI� FXUUHQW� KRXVHKROG� LQFRPH��� DFFUXLQJ� WR� ODERXU� DQG� FDSLWDO� DQG
DULVLQJ�IURP�WUDQVIHUV��7UDQVIHUV�DUH�W\SLFDOO\�EHWZHHQ���SHU�FHQW�DQG���SHU�FHQW
RI� FXUUHQW� KRXVHKROG� LQFRPH�� +RZHYHU�� LQFRPH� IURP� SURSHUW\� KDV� ULVHQ
VWHDGLO\� IURP����SHU� FHQW� RI� WKH� WRWDO� LQ��������� WR����SHU� FHQW� LQ� ������ WKH
VKDUH� RI� LQFRPH� DFFUXLQJ� WR� ODERXU� KDV� IDOOHQ� ��� SHUFHQWDJH� SRLQWV� RYHU� WKH
������������������������������������������
��� 
+RXVHKROG
� UHIHUV� WR� SULYDWH� KRXVHKROGV� �LQFOXGLQJ� SHQVLRQ� DQG� LQVXUDQFH� IXQGV��� QRQ�
LQFRUSRUDWHG�EXVLQHVVHV�DQG�SULYDWH�QRQ�SURILW�RUJDQL]DWLRQV�SURYLGLQJ�FRPPXQLW\�VHUYLFHV
WR�KRXVHKROGV��,QFRPH�IURP�SURSHUW\�LQFOXGHV�GLYLGHQG�UHFHLSWV��LQWHUHVW�UHFHLSWV�OHVV�LQWHUHVW
SD\PHQWV��UHQW�UHFHLSWV�OHVV�PDLQWHQDQFH�FRVWV��PRUWJDJH�LQWHUHVW�DQG�FRQVXPSWLRQ�RI�IL[HG
FDSLWDO�� DQG� WKH� SURILWV� RI� QRQ�FRUSRUDWH� EXVLQHVV� HQWHUSULVHV� DIWHU� FRQVXPSWLRQ� RI� IL[HG
FDSLWDO�DQG�LQYHQWRU\�YDOXDWLRQ�DGMXVWPHQW��6$5%��������
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SHULRG��7KLV�VKLIW�DZD\�IURP�ODERXU�WR�FDSLWDO�RFFXUUHG�DIWHU�WKH�OHJDOL]DWLRQ�RI
EODFN�XQLRQV�DQG�GXULQJ� WKH�SHULRG�RI� ULVLQJ�XQLRQ�VWUHQJWK��0RUHRYHU�� LW� KDV
QRW�EHHQ�UHYHUVHG�E\�WKH�FKDQJH�RI�JRYHUQPHQW�LQ������

7KHUH�DUH�VHYHUDO�LPSOLFDWLRQV�DULVLQJ�IURP�WKH�VKLIW� LQ�VKDUHV�RI�LQFRPH�IURP
ODERXU� WR� FDSLWDO�� )LUVW�� LW� LV� FRQVLVWHQW� ZLWK� WKH� SUHGLFWLRQ� WKDW� VWUXFWXUDO
DGMXVWPHQW��LQ�SDUWLFXODU�PRQHWDU\�DQG�ILQDQFLDO�UHIRUP��IDYRXUV�WKH�RZQHUV�RI
FDSLWDO��HVSHFLDOO\�ILQDQFLDO�FDSLWDO��6HFRQG��LW�LV�FRQVLVWHQW�ZLWK�WKH�SUHGLFWLRQ
WKDW� LQ� GHYHORSLQJ� FRXQWULHV� UHFHVVLRQ� KDV� D� JUHDWHU� LPSDFW� RQ�ZDJHV� WKDQ� LW
GRHV� RQ� SURILWV�� DV� VDIHJXDUGV� IRU� ODERXU� DUH� ZHDN�� 7KLUG�� LW� SURYLGHV� VRPH
VXSSRUW� IRU� WKH�HDUOLHU�SURSRVLWLRQ� WKDW�� DFURVV�DOO�JURXSV� LQ�6RXWK�$IULFD�� WKH
ULFKHVW�EHFDPH�ULFKHU��DOWKRXJK�LW�FDQQRW�EH�DUJXHG�IURP�WKLV�HYLGHQFH�WKDW�WKH
SRRU�QHFHVVDULO\�EHFDPH�SRRUHU���)RXUWK��LW�LPSOLHV�WKDW�XQLRQ�VWUHQJWK�PD\�QRW
EH�DV�RYHUZKHOPLQJ�LQ�6RXWK�$IULFD�DV�LV�RIWHQ�FODLPHG�

9,, &21&/86,21

7KHUH� KDV�EHHQ� D� GHFOLQH� LQ� WKH�GLVSHUVLRQ�RI� UDFLDO� LQFRPHV� LQ� 6RXWK�$IULFD
VLQFH� WKH� PLG�����V�� 7KLV� KDV� EHHQ� DFFRPSDQLHG� E\� ULVLQJ� ZLWKLQ�JURXS
LQHTXDOLW\�� PRVW� PDUNHGO\� DPRQJVW� EODFNV�� ZKLFK� PDNH� XS� WKH� ODUJHVW
SRSXODWLRQ� JURXS�� $V� D� UHVXOW�� WKHUH� KDV� EHHQ� OLWWOH� RYHUDOO� LPSURYHPHQW� LQ
DJJUHJDWH� LQGLFHV� RI� LQHTXDOLW\�� DOWKRXJK� IRUPDO� LQFRPHV� DSSHDU� WR� EH� PRUH
HYHQO\�GLVWULEXWHG��7KH�SUREOHP�LV�JURZLQJ�XQHPSOR\PHQW��ZKLFK�LQFUHDVHV�WKH
QXPEHU� RI� SHRSOH� ZLWK� QR� DFFHVV� WR� IRUPDO� LQFRPHV�� WKH� EHVW� SUHGLFWRU� RI
SRYHUW\�

&KDQJHV� LQ� VWUXFWXUDO� IDFWRUV� LQ� WKH� ����V� ZHUH� LPSRUWDQW� LQ� UHGXFLQJ� UDFLDO
LQHTXDOLW\�� ZDJH� DQG� RFFXSDWLRQDO� GLVFULPLQDWLRQ� GHFUHDVHG�� DQG� WKHUH� ZDV
VRPH� LPSURYHPHQW� LQ� EODFN� HGXFDWLRQ�� /DWHU�� WKH� OHJDOL]DWLRQ� RI� EODFN� WUDGH
XQLRQV�DVVLVWHG�LQ�WKH�UDSLG�UHDO�JURZWK�LQ�QRQ�ZKLWH�IRUPDO�ZDJHV��:KLOH�WUDGH
XQLRQV�KDYH�EHHQ�VXFFHVVIXO�LQ�UHGXFLQJ�WKH�VNHZQHVV�LQ�IRUPDO�LQFRPHV��WKH\
KDYH�EHHQ�OHVV�VXFFHVVIXO�LQ�SUHYHQWLQJ�UHGLVWULEXWLRQ�IURP�ODERXU�WR�RZQHUV�RI
SURSHUW\�� 7KLV� VXJJHVWV� WKDW� WKH� OLEHUDOL]DWLRQ� RI� PDUNHWV� KDV� EHHQ� PRUH
LPSRUWDQW�WKDQ�RWKHU�VWUXFWXUDO�IDFWRUV�LQ�VKDSLQJ�WKH�GLVWULEXWLRQ�RI�LQFRPH�LQ
6RXWK�$IULFD�LQ�UHFHQW�\HDUV��,Q�RWKHU�ZRUGV��ODERXU�PDUNHW�UHIRUPV�WKURXJK�WKH
HURVLRQ�RI�DSDUWKHLG�SUDFWLFHV�LQ�WKH�����V�ZHUH�DQ�LPSRUWDQW�IRUFH�EHKLQG�WKH
VKLIWLQJ�GLVWULEXWLRQ��WKHUHDIWHU��OLEHUDOL]DWLRQ�LQ�RWKHU�DUHDV�RI�WKH�HFRQRP\�KDV
WHQGHG�WR�GRPLQDWH�FKDQJHV�
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7KH�DGRSWLRQ�RI� 
:DVKLQJWRQ�FRQVHQVXV
�SROLFLHV�KDV�EHHQ�SKDVHG� UDWKHU� WKDQ
RFFXUULQJ�DV�D�SDFNDJH�IRU�VLPXOWDQHRXV�LPSOHPHQWDWLRQ��,QLWLDOO\��WKH�FKDQJHV
ZHUH� DFFRPSDQLHG� E\� IDOOLQJ� JURZWK� DQG� IDOOLQJ� HPSOR\PHQW�� EXW� WKH
GHHSHQLQJ� RI� OLEHUDOL]DWLRQ� KDV� EHHQ� VLPXOWDQHRXV� ZLWK� PRUH� UDSLG� �EXW� VWLOO
OLPLWHG��HFRQRPLF�JURZWK��7KLV�GRHV�QRW�LPSO\�FDXVDWLRQ��HLWKHU�ZKHQ�JURZWK
ZDV�VORZ��RU�ZKHQ� LW�ZDV�PRUH� UDSLG���EXW� LW�GRHV� LQGLFDWH� WKDW�FRQWUDFWLRQ� LV
QRW� DQ� LQHYLWDEOH� UHVXOW� RI� OLEHUDOL]DWLRQ�� 1HYHUWKHOHVV�� HPSOR\PHQW� LV� VWLOO
IDOOLQJ�� JURZWK� UHPDLQV� LQVXIILFLHQW� WR� UDLVH� SHU� FDSLWD� LQFRPHV�� DQG� VRPH
DVSHFWV�RI�WKH�SDFNDJH�KDYH�ZRUVHQHG�LQHTXDOLW\�

7KH� UROH� RI� ODERXU� SROLF\� LQYROYHV� WUDGH�RIIV��2Q� WKH� RQH� KDQG�� WUDGH� XQLRQV
SOD\�DQ�LPSRUWDQW�UROH�LQ�HTXDOL]LQJ�IRUPDO�LQFRPHV�E\�GHIHQGLQJ��LQ�SDUWLFXODU�
WKH�FRQGLWLRQV�RI�HPSOR\PHQW�RI�ZRUNHUV�LQ�WKH�ORZHU�DQG�PLGGOH�UDQJHV�RI�WKH
ZDJH� VSHFWUXP��2Q� WKH� RWKHU�� KLJK�ZDJHV� UHODWLYH� WR� SURGXFWLYLW\� XQGHUPLQH
LQWHUQDWLRQDO� FRPSHWLWLYHQHVV�� HQFRXUDJLQJ� WKH� ELDV� WRZDUGV� FDSLWDO�LQWHQVLYH
SURGXFWLRQ�ZKLFK�FRQWULEXWHV� WR�RYHUDOO� LQHTXDOLW\�� DV� LQFUHDVLQJ�QXPEHUV� DUH
XQDEOH�WR�ILQG�IRUPDO�VHFWRU�MREV����7KHVH�WUDGH�RIIV�DUH�\HW�WR�EH�IXOO\�UHVROYHG
E\�JRYHUQPHQW��ODERXU�DQG�EXVLQHVV�

-RE� FUHDWLRQ� LV� LPSRUWDQW� LQ� VKLIWLQJ� SHRSOH� RXW� RI� SRYHUW\�� 7KH� REMHFWLYH� RI
HPSOR\PHQW�FUHDWLQJ� JURZWK� LV� GULYLQJ� WKH� FXUUHQW� UHIRUP� SURJUDPPH�
+RZHYHU��JURZWK�DSSHDUV�WR�KDYH�EHHQ�VWLIOHG�RYHU�D�ORQJ�SHULRG�E\�VXVWDLQHG
WLJKW�PRQHWDU\� SROLF\� �VLQFH� WKH� ODWH�����V�� DQG� D� FOLPDWH� RI� XQFHUWDLQW\�� DV
ZHOO� DV� E\� H[WHUQDO� IDFWRUV�� VXFK� DV� JOREDO� HFRQRPLF� LQVWDELOLW\� LQ� WKH� ����V�
HFRQRPLF� LVRODWLRQ� LQ� WKH� ����V� DQG��PRUH� UHFHQWO\�� WKH� FRQWDJLRQ� HIIHFWV� RI
HPHUJLQJ�HFRQRP\�FULVHV�LQ�WKH�����V�

7KH�JRYHUQPHQW
V�RWKHU�SULRULW\�LV�WKH�QHHG�WR�UHGLVWULEXWH�LQFRPH�DQG�ZHDOWK�
:KLOH� UHGLVWULEXWLRQ� LV� FOHDUO\� QHFHVVDU\�� D� IXQGDPHQWDO� UHVWUXFWXULQJ� ZKLFK
VKLIWV� UHVRXUFHV� DZD\� IURP� WKH� HOLWH� FUHDWHV� D� VWURQJ� LPSHWXV� WR� HPLJUDWH�
SDUWLFXODUO\�DPRQJ�WKH�EHWWHU�HGXFDWHG��7KLV�FUHDWHV�D�GHOLFDWH�SUREOHP�IRU�WKH
JRYHUQPHQW��$JDLQVW�WKH�SUHVVXUH�IRU�UDGLFDO�UHGLVWULEXWLRQ�PXVW�EH�VHW�WKH�QHHG
WR�NHHS�VNLOOV�DQG�VDYLQJV�ZLWKLQ�WKH�GRPHVWLF�HFRQRP\�DQG�WR�DOORZ�VXIILFLHQW
ZHDOWK�DFFXPXODWLRQ�WR�DWWUDFW�IRUHLJQ�LQYHVWRUV��7KLV�ZLOO� LQHYLWDEO\�VORZ�WKH
UDWH�DW�ZKLFK�UHGLVWULEXWLRQ�FDQ�EH�DFKLHYHG���

������������������������������������������
��� 7KLV� GRHV� QRW� LPSO\� WKDW� XQLRQV� DUH� UHVSRQVLEOH� IRU� XQHPSOR\PHQW�� 5HODWLYHO\� KLJK
IRUPDO�ZDJHV�DUH�DQ�H[DFHUEDWLQJ�IDFWRU��QRW�D�FDXVH�
��� ,Q� WKH� ORQJHU� UXQ� WKLV� PD\� EH� EHWWHU� IRU� WKH� FRXQWU\
V� HFRQRPLF� JURZWK� UDWH�� DV
UHGLVWULEXWLRQ� RI� ZHDOWK� FDQ� UHWDUG� HFRQRPLF� JURZWK� �$OHVLQD� DQG� 5RGULN�� ������� %\
FRQWUDVW�� HYLGHQFH� FLWHG� HOVHZKHUH� LQ� WKLV� YROXPH� VXJJHVWV� WKDW� LW� LV� LQHTXDOLW\� LWVHOI� WKDW
UHWDUGV�JURZWK�
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$W�SUHVHQW�WKH�JRYHUQPHQW
V�HQHUJ\�LV�FRQFHQWUDWHG�RQ�RYHUFRPLQJ�WKH� OHJDF\
RI� DSDUWKHLG�� SULPDULO\� WKURXJK� D� UHGLUHFWLRQ� RI� JRYHUQPHQW� VSHQGLQJ�� 7KH
HFRQRPLF� SROLF\� IUDPHZRUN� LV� OLNHO\� WR� FRQWLQXH� WR� EH� FRPSDUDWLYHO\
FRQVHUYDWLYH��GULYHQ�E\�WKH�QHHG�WR�UHVWUXFWXUH�DQG�OLEHUDOL]H�WKH�HFRQRP\�DQG
WKH� QHHG� WR� DWWUDFW� VXIILFLHQW� IRUHLJQ� FDSLWDO� LQIORZV� WR� ILQDQFH� ORQJHU� WHUP
JURZWK�� ,QYHVWLQJ� LQ� KXPDQ� UHVRXUFHV� DQG� SURYLGLQJ� D� SROLF\� HQYLURQPHQW
ZKLFK� LV�� DW� WKH� YHU\� OHDVW�� QRW� KRVWLOH� WR� SULYDWH� LQYHVWPHQW�PD\�ZHOO� EH� WKH
RSWLPDO� VROXWLRQ� LQ� WKH� ORQJHU� UXQ�� 6ORZ� UHIRUP� PD\� \HW� SURYH� WR� EH� PRUH
VXVWDLQDEOH�� EXW� LW� DOVR� PHDQV� WKDW� LQHTXDOLW\� LV� OLNHO\� WR� UHPDLQ� D� GHILQLQJ
IHDWXUH�RI�6RXWK�$IULFD�IRU�PDQ\�\HDUV�WR�FRPH�

5()(5(1&(6

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

$URQ�� -�� DQG� -�� 0XHOOEDXHU� ������� 
3HUVRQDO� DQG� FRUSRUDWH� VDYLQJ� LQ� 6RXWK
$IULFD��D�UHYLHZ�RI�VRPH�UHFHQW�HPSLULFDO�ZRUN
��4XDUWHUO\�5HYLHZ�����������
/6(� &HQWUH� IRU� 5HVHDUFK� LQWR� (FRQRPLFV� DQG� )LQDQFH� LQ� 6RXWKHUQ� $IULFD�
/RQGRQ�

%HOO��7���������
,VVXHV�LQ�6RXWK�$IULFDQ�XQHPSOR\PHQW
��6RXWK�$IULFDQ�-RXUQDO
RI�(FRQRPLFV����������������

%XGOHQGHU�� '�� ������� 
3DWWHUQV� RI� SRYHUW\� LQ� 6RXWK� $IULFD
�� 'HYHORSPHQW
6RXWKHUQ�$IULFD���������

&KHFFKL�� '�� ������� 
,QHTXDOLW\� LQ� LQFRPHV� DQG� DFFHVV� WR� HGXFDWLRQ�� D� FURVV�
FRXQWU\�DQDO\VLV
��:,'(5�:RUNLQJ�3DSHUV�1R�������818�:,'(5��+HOVLQNL�

&KX�� .��� +�� 'DYRRGL� DQG� 6�� *XSWD� ������� 
,QFRPH� GLVWULEXWLRQ� DQG� WD[� DQG
JRYHUQPHQW� VSHQGLQJ� SROLFLHV� LQ� GHYHORSLQJ� FRXQWULHV
�� SDSHU� SUHSDUHG� IRU
:,'(5� SURMHFW�PHHWLQJ� RQ� ,QFRPH� ,QHTXDOLW\� DQG� 3RYHUW\� 5HGXFWLRQ� �����
'HFHPEHU��818�:,'(5��+HOVLQNL�

&RUQLD�� *��$�� ������� 
,QHTXDOLW\� DQG� SRYHUW\� LQ� WKH� HUD� RI� OLEHUDOL]DWLRQ� DQG
JOREDOL]DWLRQ
��SDSHU�SUHVHQWHG�DW�WKH�818�0LOOHQQLXP�&RQIHUHQFH��7RN\R�����
���-DQXDU\�



��

&RUQLD��*��$��DQG�.LLVNL��6���������
7UHQGV�LQ�LQFRPH�GLVWULEXWLRQ�LQ�WKH�SRVW�
:RUOG� :DU� ,,� SHULRG�� HYLGHQFH� DQG� LQWHUSUHWDWLRQ
�� �PLPHR�� 818�:,'(5�
+HOVLQNL�

&5()6$��������
7KH���������6RXWK�$IULFDQ�EXGJHW
��4XDUWHUO\�5HYLHZ��$SULO�
/6(� &HQWUH� IRU� 5HVHDUFK� LQWR� (FRQRPLFV� DQG� )LQDQFH� LQ� 6RXWKHUQ� $IULFD�
/RQGRQ�

&URPZHOO�� -�� ������� 
7KH� VL]H� GLVWULEXWLRQ� RI� LQFRPH�� DQ� LQWHUQDWLRQDO
FRPSDULVRQ
��5HYLHZ�RI�,QFRPH�DQG�:HDOWK����������6HSWHPEHU�

'HSDUWPHQW� RI� )LQDQFH� �YDULRXV�� %XGJHW� 5HYLHZ�� 5HSXEOLF� RI� 6RXWK� $IULFD
'HSDUWPHQW�RI�)LQDQFH��3UHWRULD�

'HYHUHDX[��6���������6RXWK�$IULFDQ�LQFRPH�GLVWULEXWLRQ�����������
��6$/'58
:RUNLQJ�3DSHUV�1R������8QLYHUVLW\�RI�&DSH�7RZQ��&DSH�7RZQ�

)DOORQ�� 3�� ������� 
$Q� DQDO\VLV� RI� HPSOR\PHQW� DQG� ZDJH� EHKDYLRXU� LQ� 6RXWK
$IULFD
��,QIRUPDO�'LVFXVVLRQ�3DSHUV�RQ�$VSHFWV�RI�WKH�(FRQRP\�RI�6RXWK�$IULFD
1R�����:RUOG�%DQN�6RXWKHUQ�$IULFD�'HSDUWPHQW��:DVKLQJWRQ��'&�

)DOORQ��3�� DQG�5��/XFDV� ������� 
6RXWK�$IULFD�� ODERXU�PDUNHWV� DGMXVWPHQW� DQG
LQHTXDOLWLHV
��,QIRUPDO�'LVFXVVLRQ�3DSHUV�RQ�$VSHFWV�RI� WKH�(FRQRP\�RI�6RXWK
$IULFD�1R������:RUOG�%DQN�6RXWKHUQ�$IULFD�'HSDUWPHQW��:DVKLQJWRQ��'&�

*HOE��6���������
6RXWK�$IULFD
V�HFRQRPLF�FULVLV��DQ�RYHUYLHZ
��LQ��6��*HOE��HG��
6RXWK�$IULFD
V�(FRQRPLF�&ULVLV��'DYLG�3KLOLS��&DSH�7RZQ�

+DUYH\�� &�� DQG� &�� -HQNLQV� ������� 
7KH� XQRUWKRGR[� UHVSRQVH� RI� WKH� 6RXWK
$IULFDQ�HFRQRP\�WR�FKDQJHV�LQ�PDFURHFRQRPLF�SROLF\
��'LVFXVVLRQ�3DSHUV�1R�
�����,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[��%ULJKWRQ��8.�

+LUVFKRZLW]�� 5�� ������� 
(DUQLQJ� DQG� VSHQGLQJ� LQ� 6RXWK� $IULFD�� VHOHFWHG
ILQGLQJV�RI�WKH������LQFRPH�DQG�H[SHQGLWXUH�VXUYH\
��&HQWUDO�6WDWLVWLFV�6HUYLFH�
3UHWRULD�

+RIPH\U�� -�� �������6HJPHQWDWLRQ� LQ� WKH�6RXWK�$IULFDQ� ODERXU�PDUNHW�� LQ��0�
/HLEEUDQGW� DQG� 1�� 1DWWUDVV� �HGV��� ,QHTXDOLW\� DQG� WKH� 6RXWK� $IULFDQ� ODERXU
PDUNHW��GUDIW�PDQXVFULSW��



��

+ROGHQ�� 0�� DQG� 3�� +ROGHQ� ������� 
(IIHFWLYH� WDULII� SURWHFWLRQ� DQG� UHVRXUFH
DOORFDWLRQ��D�QRQ�SDUDPHWULF�DSSURDFK
��5HYLHZ�RI�(FRQRPLFV�DQG�6WDWLVWLFV����
����

-DLQ�� 6�� ������� 6L]H� 'LVWULEXWLRQ� RI� ,QFRPH�� $� &RPSLODWLRQ� RI� 'DWD�� :RUOG
%DQN��:DVKLQJWRQ��'&�

-HQVHQ�� 5�� ������� 
$Q� HDUO\� DVVHVVPHQW� RI� UDFLDO� ZDJH� GLIIHUHQWLDOV� LQ� SRVW�
DSDUWKHLG�6RXWK�$IULFD
���PLPHR��+DUYDUG�8QLYHUVLW\��&DPEULGJH��0$�

.LQJGRQ��*��DQG�-��.QLJKW�������� 
/LQNV�EHWZHHQ�XQHPSOR\PHQW�DQG�SRYHUW\
LQ� 6RXWK� $IULFD
�� �PLPHR�� &HQWUH� IRU� WKH� 6WXG\� RI� $IULFDQ� (FRQRPLHV�
8QLYHUVLW\�RI�2[IRUG��2[IRUG�

.QLJKW�� -�� DQG� 0�� 0F*UDWK� ������� 
7KH� HURVLRQ� RI� DSDUWKHLG� LQ� WKH� 6RXWK
$IULFDQ� ODERXU� PDUNHW�� PHDVXUHV� DQG� PHFKDQLVPV
�� $SSOLHG� (FRQRPLFV
'LVFXVVLRQ�3DSHUV�1R������,QVWLWXWH�RI�(FRQRPLFV�DQG�6WDWLVWLFV��8QLYHUVLW\�RI
2[IRUG��2[IRUG�

/DFKPDQ�� '�� DQG� .�� %HUFXVRQ� ������� 
(FRQRPLF� SROLFLHV� IRU� D� QHZ� 6RXWK
$IULFD
��,0)�2FFDVLRQDO�3DSHUV�1R������,0)��:DVKLQJWRQ��'&�

/HFDLOORQ�� -�� ������� ,QFRPH� GLVWULEXWLRQ� DQG� HFRQRPLF� GHYHORSPHQW�� DQ
DQDO\WLFDO�VXUYH\��:RUOG�(PSOR\PHQW�3URJUDPPH��,/2��*HQHYD�

/HLEEUDQGW��0���+��%KRUDW�DQG�,��:RRODUG��������
8QGHUVWDQGLQJ�FRQWHPSRUDU\
KRXVHKROG�LQHTXDOLW\�LQ�6RXWK�$IULFD
��LQ�0��/HLEEUDQGW�DQG�1��1DWWUDVV��HGV��
,QHTXDOLW\�DQG�WKH�6RXWK�$IULFDQ�ODERXU�PDUNHW��GUDIW�PDQXVFULSW��

/HLEEUDQGW��0��DQG�1��1DWWUDVV��HGV����������,QHTXDOLW\�DQG�WKH�6RXWK�$IULFDQ
ODERXU�PDUNHW��GUDIW�PDQXVFULSW��

/HLEEUDQGW��0���&��:RRODUG�DQG�,��:RRODUG��������
7KH�FRQWULEXWLRQ�RI�LQFRPH
FRPSRQHQWV� WR� LQFRPH� LQHTXDOLW\� LQ� 6RXWK� $IULFD�� D� GHFRPSRVDEOH� *LQL
DQDO\VLV
�� /LYLQJ� 6WDQGDUGV� 0HDVXUHPHQW� 6WXG\� :RUNLQJ� 3DSHUV� 1R�� ����
:RUOG�%DQN��:DVKLQJWRQ��'&�

/LSWRQ��0���������&DSLWDOLVP�DQG�$SDUWKHLG�����������*RZHU��$OGHUVKRW��8.�

/LSWRQ��0���������7KH�SRRU�DQG�WKH�SRRUHVW��VRPH�LQWHULP�ILQGLQJV��'LVFXVVLRQ
3DSHUV�1R������:RUOG�%DQN��:DVKLQJWRQ��'&�



��

/XQGDKO��0���3��)UHGULNVVRQ�DQG�/��0RULW]��������
6RXWK�$IULFD�������SUHVVXUH
IRU� FKDQJH
�� LQ�� 0�� /XQGDKO� �HG��� $SDUWKHLG� LQ� 7KHRU\� DQG� 3UDFWLFH�� $Q
(FRQRPLF�$QDO\VLV��:HVWYLHZ��%RXOGHU��&2�

0F*UDWK��0�� ������� 
7KH� GLVWULEXWLRQ� RI� SHUVRQDO� LQFRPH� LQ� 6RXWK�$IULFD� LQ
VHOHFWHG� \HDUV� RYHU� WKH� SHULRG� IURP� ����� WR� ����
� �3K�'�� GLVVHUWDWLRQ�
8QLYHUVLW\�RI�1DWDO��'XUEDQ�

0ROO��3���������
7KH�GHFOLQH�RI�GLVFULPLQDWLRQ�DJDLQVW�FRORUHG�SHRSOH�LQ�6RXWK
$IULFD�������WR�����
��-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV��������������

0ROO��3�� ������� 
'LVFULPLQDWLRQ� LV�GHFOLQLQJ� LQ�6RXWK�$IULFD�EXW� LQHTXDOLW\� LV
QRW
��LQ��0��/HLEEUDQGW�DQG�1��1DWWUDVV��HGV���,QHTXDOLW\�DQG�WKH�6RXWK�$IULFDQ
ODERXU�PDUNHW��GUDIW�PDQXVFULSW��

1DWWUDVV�� 1�� ������� 
*URZWK�� HPSOR\PHQW� DQG� ZDJH�VHWWLQJ� LQVWLWXWLRQV� LQ
6RXWK�$IULFD
��PLPHR��8QLYHUVLW\�RI�&DSH�7RZQ��&DSH�7RZQ�

3DXNHUW�� )�� ������� 
,QFRPH� GLVWULEXWLRQ� DW� GLIIHUHQW� OHYHOV� RI� GHYHORSPHQW�� D
VXUYH\� RI� HYLGHQFH
�� ,QWHUQDWLRQDO� /DERXU� 5HYLHZ� ���� ������� $XJXVW�
6HSWHPEHU���������

5DYDOOLRQ�� 0�� DQG� %�� 6HQ� ������� 
+RZ� ODQG�EDVHG� WDUJHWLQJ� DIIHFWV� UXUDO
SRYHUW\
�� :RUOG� %DQN� 3ROLF\� 5HVHDUFK� :RUNLQJ� 3DSHUV� 1R�� ������� :RUOG
%DQN��:DVKLQJWRQ��'&�

56$� �5HSXEOLF� RI� 6RXWK� $IULFD�� ������� *URZWK�� (PSOR\PHQW� DQG
5HGLVWULEXWLRQ��$�0DFURHFRQRPLF�6WUDWHJ\��*RYHUQPHQW�3ULQWHU��3UHWRULD�

6$5%��6RXWK�$IULFDQ�5HVHUYH�%DQN���������4XDUWHUO\�%XOOHWLQ��'HFHPEHU�

6HHNLQJV��-���������
9LVLRQV�RI�VRFLHW\��SHDVDQWV��ZRUNHUV�DQG�WKH�XQHPSOR\HG
LQ�D�FKDQJLQJ�6RXWK�$IULFD
��LQ�0��/HLEEUDQGW�DQG�1��1DWWUDVV��HGV���,QHTXDOLW\
DQG�WKH�6RXWK�$IULFDQ�ODERXU�PDUNHW��GUDIW�PDQXVFULSW��

6HQGHU��-��DQG�'��-RKQVWRQ��������
$�IX]]\�VQDSVKRW�RI�VRPH�SRRU�DQG�LQYLVLEOH
ZRPHQ��IDUP�ODERXUHUV�LQ�6RXWK�$IULFD
��:RUNLQJ�3DSHU�6HULHV�1R������6FKRRO
RI�2ULHQWDO�DQG�$IULFDQ�6WXGLHV��8QLYHUVLW\�RI�/RQGRQ��/RQGRQ�

6LPNLQV�� &�� ������� 7KH� 'LVWULEXWLRQ� RI� 3HUVRQDO� ,QFRPH� DPRQJ� ,QFRPH
5HFLSLHQWV�LQ�6RXWK�$IULFD�������DQG�������8QLYHUVLW\�RI�1DWDO��'XUEDQ�



��

6WDQGDUG�DQG�3RRU
V��������
6RXWK�$IULFD
��6WDQGDUG�DQG�3RRU
V�5DWLQJV�'LUHFW�
0DUFK�

6WDQGLQJ��*���-��6HQGHU�DQG�-��:HHNV��������5HVWUXFWXULQJ�WKH�/DERXU�0DUNHW�
7KH�6RXWK�$IULFDQ�&KDOOHQJH��,/2��*HQHYD�

7KRPDV�� :�� ������� 
8QHPSOR\PHQW� DQG� WKH� MRE� FUHDWLRQ� FKDOOHQJH
�� LQ� 5�
6FKULUH� �HG��� &ULWLFDO� &KRLFHV� IRU� 6RXWK� $IULFD�� $Q� $JHQGD� IRU� WKH� ����V�
2[IRUG�8QLYHUVLW\�3UHVV��&DSH�7RZQ�

7VLNDWD�� <�� ������� 
/LEHUDOL]DWLRQ� DQG� WUDGH� SHUIRUPDQFH� LQ� 6RXWK� $IULFD
�
,QIRUPDO�'LVFXVVLRQ�3DSHUV�RQ�$VSHFWV�RI�WKH�(FRQRP\�RI�6RXWK�$IULFD�1R�����
6RXWKHUQ�$IULFD�'HSDUWPHQW��:RUOG�%DQN��:DVKLQJWRQ��'&�

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

:KLWHIRUG��$�� DQG�0��0F*UDWK� ������� 
,QFRPH� LQHTXDOLW\� RYHU� WKH� DSDUWKHLG
\HDUV
�� LQ�� 0�� /HLEEUDQGW� DQG� 1�� 1DWWUDVV� �HGV��� ,QHTXDOLW\� DQG� WKH� 6RXWK
$IULFDQ�ODERXU�PDUNHW��GUDIW�PDQXVFULSW��

:RRG��$�� ������� 
2SHQQHVV�DQG�ZDJH� LQHTXDOLW\� LQ�GHYHORSLQJ�FRXQWULHV�� WKH
/DWLQ� $PHULFDQ� FKDOOHQJH� WR� (DVW� $VLDQ� FRQYHQWLRQDO� ZLVGRP
�� 7KH� :RUOG
%DQN�(FRQRPLF�5HYLHZ���������

:RUOG�%DQN� �������:RUOG�'HYHORSPHQW�5HSRUW� ������)URP�3ODQ� WR�0DUNHW�
:RUOG�%DQN��:DVKLQJWRQ��'&�

:RUOG� %DQN� �����D�� :RUOG� 'HYHORSPHQW� ,QGLFDWRUV�� ������ :RUOG� %DQN�
:DVKLQJWRQ��'&�

:RUOG� %DQN� �����E�� :RUOG� 'HYHORSPHQW� 5HSRUW� ������ 2[IRUG� 8QLYHUVLW\
3UHVV��1HZ�<RUN�




