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SRVWZDU�SHULRG��)URP������WR�������9HQH]XHOD�VROG������ELOOLRQ�RI�IXHO�H[SRUWV
WR�WKH�ZRUOG��RU���������SHU�SHUVRQ���+RZHYHU��E\������9HQH]XHOD
V�*'3�SHU
FDSLWD� ZDV� �� SHU� FHQW� ORZHU� WKDQ� LW� KDG� EHHQ� LQ� ������ ,Q� ����� 9HQH]XHOD
ERDVWHG� D� GHPRFUDWLF� SROLWLFDO� V\VWHP� ZLWK� VWDEOH� WUDQVLWLRQV� LQ� JRYHUQPHQW
DGPLQLVWUDWLRQ�DQG�FLYLO�DQG�SROLWLFDO�ULJKWV�ZKLFK�ZHUH� WKH�HQY\�RI�DQ\�RWKHU
/DWLQ�$PHULFDQ�FRXQWU\��%XW�GXULQJ�WKH�����V�WKH�V\VWHP�EDUHO\�VXUYLYHG�WZR
PLOLWDU\� FRXS� DWWHPSWV�� DQG� SROOV� VKRZHG� WKDW� KDOI� RI� 9HQH]XHODQV� KDG� QR
FRQILGHQFH�LQ�WKH�GHPRFUDWLF�V\VWHP��

7R�WKLV�HFRQRPLF�DQG�SROLWLFDO�GHEDFOH��ZH�ZLOO�DUJXH��D�WKLUG�GLPHQVLRQ�PXVW
EH�DGGHG�� WKH�GLVWULEXWLYH�RQH��:H�ZLOO� VKRZ� WKDW� LQHTXDOLW\�KDV� VLJQLILFDQWO\
ZRUVHQHG�GXULQJ� WKH�SDVW����\HDUV�� ,Q�SDUWLFXODU�� WKH�ZRUVHQLQJ�KDV� WDNHQ� WKH
IRUP�QRW�RI�KLJKHU�LQHTXDOLW\�DPRQJ�ZRUNHUV��EXW�RI�KLJKHU�LQHTXDOLW\�EHWZHHQ
WKRVH�ZKR�RZQ�DQG� WKRVH�ZKR�GR�QRW�RZQ�FDSLWDO��)DFWRU�VKDUHV�KDYH�PRYHG
GHFLVLYHO\�DJDLQVW�ODERXU�GXULQJ�WKH�ODVW�WKUHH�GHFDGHV��UHVXOWLQJ�LQ�D�WUDQVIHU�RI
DSSUR[LPDWHO\� ��� SHU� FHQW� RI� *'3� IURP� ODERXU� WR� FDSLWDO� LQFRPH�� 7KH
GLVDSSRLQWLQJ� SHUIRUPDQFH� RI� WKH� FRXQWU\� LQ� WHUPV� RI� DJJUHJDWH� HFRQRPLF
LQGLFDWRUV�KLGHV�WKH�IDFW�WKDW�DQ�DYHUDJH�ZRUNHU�WRGD\�LV�URXJKO\�KDOI�DV�ZHOO�RII
�LQ� WHUPV� RI� LQFRPH�� DV� DQ� DYHUDJH� ZRUNHU� LQ� ������ 3XW� WRJHWKHU�� WKH
PDFURHFRQRPLF�� SROLWLFDO� DQG� GLVWULEXWLYH� IDLOXUHV�PDNH� RI�9HQH]XHOD� RQH� RI
WKH�JUHDW�HFRQRPLF�DQG�VRFLDO�GLVDVWHUV�RI�WKH�SRVWZDU�SHULRG�

,Q�ZKDW�IROORZV�ZH�ZLOO�H[DPLQH�VHYHUDO�SRVVLEOH�H[SODQDWLRQV�IRU�WKLV�FKDQJH
LQ�LQFRPH� LQHTXDOLW\��:H�VWDUW�E\�GRFXPHQWLQJ�LW� LQ�6HFWLRQ����:H� IROORZ�XS
ZLWK� DQ� DWWHPSW� LQ�6HFWLRQ� �� WR� H[SODLQ� WKH� HYROXWLRQ� RI� IDFWRU� VKDUHV� RQ� WKH
EDVLV�RI�WKH�HYROXWLRQ�LQ�KXPDQ�DQG�SK\VLFDO�FDSLWDO�DFFXPXODWLRQ��$OWHUQDWLYH
LQIOXHQFHV�RQ�IDFWRU�VKDUHV�DUH�H[DPLQHG�LQ�6HFWLRQ����6HFWLRQ���WKHQ�GLVFXVVHV
LQ�GHSWK� WKH� ORVV�RI�SROLWLFDO�SRZHU�E\� WKH�9HQH]XHODQ� ODERXU�PRYHPHQW� DQG
WKH�UHODWLRQVKLS�RI�WKLV�ZLWK�RXU�PDLQ�K\SRWKHVLV��6HFWLRQ���FRQFOXGHV�

7KH�PDLQ� WKUXVW�RI�RXU� H[SODQDWLRQ� LV� DV� IROORZV�� WKH� LQFUHDVH� LQ�9HQH]XHOD
V
LQFRPH� LQHTXDOLW\� FDQ� WR� D� JUHDW� H[WHQW� EH� WUDFHG� EDFN� WR� WKH� GHFOLQH� LQ� WKH
FRXQWU\
V� SK\VLFDO� FDSLWDO� VWRFN� DQG� LWV� ULJLG� SURGXFWLRQ� SURFHVVHV�� 5LJLG
SURGXFWLRQ� SURFHVVHV� LPSO\� ORZ� VXEVWLWXWDELOLW\� DPRQJ� IDFWRUV� RI� SURGXFWLRQ
DQG�WKHUHIRUH�PDNH�LW�SRVVLEOH�IRU�D�GHFOLQH�LQ�WKH�SK\VLFDO�FDSLWDO�VWRFN�WR�OHDG
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KDYH�PDGH� D� IDU� IURP� QHJOLJLEOH� DGGLWLRQDO� FRQWULEXWLRQ� WR� WKH� ZRUVHQLQJ� RI
9HQH]XHOD
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FIGURE 1
GINI COEFFICIENT IN LABOUR INCOMES

)LJXUH���VKRZV� WKH�*LQL�FRHIILFLHQW� IRU�9HQH]XHOD��FDOFXODWHG� IURP�GDWD� IURP
WKH� ELDQQXDO� +RXVHKROGV� 6XUYH\� FRQGXFWHG� E\� WKH� 2ILFLQD� &HQWUDO� GH
(VWDGtVWLFD�H�,QIRUPiWLFD��2&(,��IURP������WR��������$V�WKH�TXHVWLRQV�RI�WKLV
VXUYH\�SHUWDLQ�RQO\�WR�ZDJH�LQFRPH��WKLV�*LQL�FRHIILFLHQW�LV�SXUHO\�DQ�LQGH[�RI
ZDJH�LQHTXDOLW\��DQG�LW�LQFOXGHV�QR�HVWLPDWH�RI�WKH�FRQWULEXWLRQ�WR�LQHTXDOLW\�RI
GLVSDULWLHV�LQ�FDSLWDO�LQFRPH�

������������������������������������������
�� )URP� ����� WR� ����� WKH� VRXUFH� LV� 81� �������� )RU� ODWHU� \HDUV� WKH� VRXUFH� LV� RXU� GLUHFW
FDOFXODWLRQV�XVLQJ�9HQH]XHODQ�+RXVHKROGV�6XUYH\�GDWD��$OWKRXJK�RWKHU�HVWLPDWHV�H[LVW� IRU
VRPH�\HDUV�DIWHU�������DOO�DUH�EDVHG�RQ�WDEOHV�IURP�WKH�+RXVHKROGV�6XUYH\��$Q�H[FHSWLRQ�LV
0DUFDQR�DQG�5XSUDK���������ZKRVH�FDOFXODWLRQV�DUH�VLPLODU�WR�RXUV�
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TABLE 1
GINI AND CONCENTRATION COEFFICIENTS
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)LJXUH���VKRZV�D�*LQL�FRHIILFLHQW�WKDW�LV�UHODWLYHO\�WUHQGOHVV�RYHU�WKH�ORQJ�UXQ�
7KHUH�DSSHDUV�WR�EH�D�IDOO�LQ�LQHTXDOLW\�GXULQJ�WKH�����V��D�ULVH�GXULQJ�WKH�HDUO\
����V��D�VXEVHTXHQW�IDOO�GXULQJ�WKH�ODWH�����V��DQG�D�ULVH�GXULQJ�WKH�����V��7KH
VXEVWDQWLDO�\HDU�WR�\HDU�YDULDWLRQV�LQ�WKH�*LQL��KRZHYHU��VXJJHVW�FDXWLRQ�LQ�WKH
VHDUFK�IRU�H[SODQDWLRQV�WR�WKHVH�FKDQJHV���3HUKDSV�WKH�RQO\�FRQFOXVLRQ�WKDW�FDQ
EH�GUDZQ�IURP�)LJXUH���LV�WKDW�WKHUH�VHHP�WR�EH�QR�PDMRU�ORQJ�UXQ�VKLIWV�LQ�WKH
GLVWULEXWLRQ�RI�LQFRPH�DPRQJ�ZRUNHUV�

6WDUWLQJ�LQ�������WKH�2&(,�VXUYH\�DOVR�KDV�TXHVWLRQV�UHJDUGLQJ�FDSLWDO�LQFRPH�
+RZHYHU��FDSLWDO�LQFRPH�DSSHDUV�WR�EH�JURVVO\�XQGHUHVWLPDWHG�LQ�WKH�UHVSRQVHV�
7KH� PDMRULW\� RI� LQGLYLGXDOV� UHSRUW� YHU\� VPDOO� DPRXQWV� RI� FDSLWDO� LQFRPH�
,QGHHG�� LI� RQH� ZHUH� WR� LQIHU� IURP� WKH� DQVZHUV� WR� WKHVH� VXUYH\V� WKH� VKDUH� RI
7DEOH���*LQL�DQG�FRQFHQWUDWLRQ�FRHIILFLHQWVFDSLWDO�LQFRPH�LQ�*13��RQH�ZRXOG
ILQG� D� FDSLWDO� VKDUH� RI� ���� SHU� FHQW�� VXEVWDQWLDOO\� ORZHU� WKDQ� WKH� ��� SHU� FHQW
ILJXUH�LQ�QDWLRQDO�LQFRPH�VWDWLVWLFV��,W�LV�DSSDUHQW�WKDW�WKHUH�LV�D�V\VWHPDWLF�ELDV
WRZDUGV� XQGHUUHSRUWLQJ� LQFRPH� IURP� FDSLWDO�� ZKLFK� PD\� EH� UHODWHG� WR� WKH
ZLGHVSUHDG� HYDVLRQ� RI� FDSLWDO� LQFRPH� WD[HV� LQ� 9HQH]XHOD� RU� ZLWK� WKH
GLIILFXOWLHV�LQ�DVVHVVLQJ�WKH�LQFRPH�RI�YHU\�ZHDOWK\�LQGLYLGXDOV��,Q�7DEOH����ZH
KDYH� FDOFXODWHG� WKH� *LQL� FRHIILFLHQWV� XVLQJ� WKH� SURSRUWLRQ� RI� FDSLWDO� LQFRPH
GHULYHG�IURP�QDWLRQDO�DFFRXQWV�VWDWLVWLFV�WR�VFDOH�XS�FDSLWDO�LQFRPH�LQ�WKH�2&(,
VXUYH\�UHVSRQVHV��7KH�UHVXOW�LV�D�VXEVWDQWLDOO\�KLJKHU�*LQL�FRHIILFLHQW�WKDQ�WKDW
ZKLFK� LV� GHULYHG�RQO\� IURP� ODERXU� LQFRPH�� LW� RVFLOODWHV� EHWZHHQ� ���� DQG� ����
.DNZDQL��������GHFRPSRVLWLRQV�IRU�WKH�\HDUV�IRU�ZKLFK�GDWD�RQ�FDSLWDO�LQFRPH
DUH� DYDLODEOH� �VHH� 7DEOH� ��� VKRZ� WKDW� WKH�PDLQ� VRXUFH� RI� WKLV� LQHTXDOLW\� LV� D
VXEVWDQWLDO� FRQFHQWUDWLRQ� RI� FDSLWDO� LQFRPH�� WKH� FRQFHQWUDWLRQ� FRHIILFLHQW� RQ
FDSLWDO�LQFRPH�EHLQJ�DERYH����

$V�GLVFXVVHG�DERYH�� WKH�GLVWULEXWLRQ�RI� ODERXU� LQFRPH�VHHPV�DOPRVW� WUHQGOHVV
RYHU�WKH�SHULRG�RI�VWXG\��9HQH]XHOD
V�IDFWRULDO�GLVWULEXWLRQ�RI�LQFRPH��KRZHYHU�
WHOOV� DQRWKHU� VWRU\�� )LJXUH� �� LOOXVWUDWHV� WKH� HYROXWLRQ� RI� 9HQH]XHOD
V� FDSLWDO
VKDUH�IURP������WR�������7KH�GDWD�VKRZ�D�PDUNHG�LQFUHDVH�IURP�WKH�����V�WR
WKH�����V��DFFRPSDQLHG�E\�D�VKDUS�MXPS�LQ�������WKH�ODVW�\HDU�IRU�ZKLFK�WKHUH

������������������������������������������
��,I�RQH�ORRNV�ORQJ�HQRXJK�DW�)LJXUH����RQH�FDQ�VWDUW�WR�VHH�D�WHQGHQF\�IRU�LQHTXDOLW\�WR�ULVH
RYHU� WLPH�� SDUWLFXODUO\� JLYHQ� WKH� IDFW� WKDW� WKH� ����� REVHUYDWLRQ� �������� LV� KLJKHU� WKDQ� WKH
YDOXHV�IRU�DQ\�RWKHU� \HDU��+RZHYHU�� WKLV�YDOXH�PXVW�EH� LQWHUSUHWHG�ZLWK�XWPRVW�FDXWLRQ��DV
WKHUH� ZHUH� LPSRUWDQW� FKDQJHV� LQ� WKH� GHVLJQ� RI� WKH� VXUYH\� LQ� ����� ZKLFK� ZHUH� DOVR
DFFRPSDQLHG�E\�D�MXPS�RI�����SRLQWV�LQ�WKH�*LQL�FRHIILFLHQW��7KH�NH\�FKDQJHV�ZHUH�DGRSWLRQ
RI�FOXVWHULQJ�EDVHG�RQ�WKH������FHQVXV��DGGLWLRQ�RI�D� ODUJH�QXPEHU�RI�QHZ�TXHVWLRQV�DQG�D
VXEVWDQWLDO�UHGXFWLRQ�LQ�WKH�VDPSOH�VL]H��6HH�0DUFDQR�DQG�5XSUDK��������IRU�D�GHVFULSWLRQ�RI
WKHVH�FKDQJHV�
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DUH�DYDLODEOH�GDWD��7KLV�MXPS��WR������SHU�FHQW��ZRXOG�PHDQ�WKDW�9HQH]XHOD�KDV
WKH�WKLUG�KLJKHVW�FDSLWDO�VKDUH�DPRQJ�FRXQWULHV�LQ�/DWLQ�$PHULFD��

FIGURE 2
CAPITAL SHARE, 1970-96

7KLV� MXPS� LQ� FDSLWDO� VKDUH� LV� VWULNLQJ�� EHFDXVH� WKH� FDSLWDO� VKDUH� RI� *'3� LQ
9HQH]XHOD�LV�DIIHFWHG�E\�WKH�RSHUDWLQJ�VXUSOXV�RI�WKH�VWDWH�RLO�HQWHUSULVH��)URP
WKH�����V�WR�WKH�����V��WKHUH�ZDV�D�VWHDG\�IDOO�LQ�RLO
V�VKDUH�RI�*'3��$JJUHJDWH
FDSLWDO� VKDUH� VWDWLVWLFV� VKRXOG� WKHUHIRUH�EH�ELDVHG�DJDLQVW� ILQGLQJ�D� ULVH� LQ� WKH
FDSLWDO�VKDUH��7KH�DJJUHJDWH�FDSLWDO�VKDUH�PD\�WKXV�EH�XQGHUHVWLPDWLQJ�WKH�ULVH
LQ�9HQH]XHOD
V�FDSLWDO�VKDUH��,QGHHG��)LJXUH���VKRZV�WKDW�WKH�ULVH�LQ�WKH�FDSLWDO
VKDUH�KDV�EHHQ�KLJKHU�LQ�WKH�QRQ�RLO�HFRQRP\�WKDQ�LQ�WKH�DJJUHJDWH�HFRQRP\�
LQGLFDWLQJ� D� WUDQVIHU� RI� ��� SRLQWV� RI� *'3� IURP� ODERXU� WR� FDSLWDO� LQFRPH
EHWZHHQ�WKH�����V�DQG�WKH�����V�

:H� FDQ� XVH� WKH� FDSLWDO� VKDUH� GDWD� WR� JHW� D� URXJK� LGHD� RI� KRZ� WKH� *LQL
FRHIILFLHQW� LQ� WRWDO� �DV� RSSRVHG� WR� ODERXU�� LQFRPHV�KDV� HYROYHG� LQ�9HQH]XHOD
VLQFH�������:H�GR�WKLV�LQ�)LJXUH���DQG�7DEOH����$V�ZH�KDYH�QR�LQIRUPDWLRQ�RQ
FDSLWDO�LQFRPH�EHIRUH�������WKH�HYROXWLRQ�RI�WKH�*LQL�FRHIILFLHQW�ZLOO�GHSHQG�RQ
RXU�DVVXPSWLRQ�DERXW�KRZ�WKH�FRQFHQWUDWLRQ�FRHIILFLHQWV�RI�ODERXU�LQFRPH�DQG
FDSLWDO�LQFRPH�KDYH�HYROYHG�RYHU�WLPH�

������������������������������������������
��%HKLQG�3DUDJXD\�������������DQG�3HUX�������������
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&DSLWDO�6KDUH�

&DSLWDO�6KDUH��H[FOXGLQJ�3HWUROHXP�

&DSLWDO�6KDUH��H[FOXGLQJ�3HWUROHXP��LQFOXGLQJ�LQFRPH�IURP�$VVHWV�$EURDG�
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FIGURE 3
ESTIMATED EVOLUTION OF GINI COEFFICIENT, 1971-97

,Q� )LJXUH� �� ZH� VKRZ� WKH� HYROXWLRQ� RI� WKH� *LQL� LQ� WRWDO� LQFRPHV� XQGHU� WKUHH
DOWHUQDWLYH� DVVXPSWLRQV� DERXW� WKH� FRQFHQWUDWLRQ� FRHIILFLHQWV� LQ� FDSLWDO� DQG
ODERXU� LQFRPH�� 7KH� WKLFNHU� VROLG� OLQH� VKRZV� KRZ� LQFRPH� GLVWULEXWLRQ� ZRXOG
KDYH�HYROYHG�LI�WKH�FRQFHQWUDWLRQ�RI�FDSLWDO�DQG�ODERXU�KDG�EHHQ�FRQVWDQW�IURP
�����WR�������7KLV�DVVXPHV�WKDW�DOO�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�DUH�EHWZHHQ
FDSLWDO�DQG�ODERXU��DQG�QRW�ZLWKLQ�WKHVH�JURXSV���7KH�WKLQQHU�VROLG�OLQH�VKRZV
ZKDW�ZRXOG�KDYH�KDSSHQHG�LI�WKH�FRQFHQWUDWLRQ�RI�ODERXU�LQFRPH�KDG�IROORZHG
WKH�VDPH�WUHQGV�DV�WKH�*LQL�FRHIILFLHQW�LQ�ODERXU�LQFRPHV�IURP�)LJXUH�����7KH
EURNHQ� OLQH� VKRZV� KRZ� LQFRPH� GLVWULEXWLRQ� ZRXOG� KDYH� HYROYHG� LI� WKH
FRQFHQWUDWLRQ� RI� FDSLWDO� KDG� VXEVWDQWLDOO\� IDOOHQ� GXULQJ� WKH� SHULRG� RI� VWXG\
�IURP�����WR������

(YHQ� XQGHU� WKH� ODVW�� YHU\� RSWLPLVWLF� DVVXPSWLRQ�� WKH� GHWHULRUDWLRQ� LQ� LQFRPH
GLVWULEXWLRQ�LQ�9HQH]XHOD�LV�VLJQLILFDQW��,QGHHG��LI�RXU�FDOFXODWLRQV�DUH�FRUUHFW�
9HQH]XHOD� LV� WRGD\� RQH� RI� WKH�PRVW� XQHTXDO� FRXQWULHV� LQ� WKH� ZRUOG�� ZLWK� LWV
�����*LQL�VXUSDVVLQJ�WKDW�RI�6RXWK�$IULFD��������DQG�%UD]LO��������

������������������������������������������
�� 7KH� FRQFHQWUDWLRQ� FRHIILFLHQW� LQ� ODERXU� LQFRPH� �XVHG� LQ� )LJXUH� ��� LV� EDVHG� RQ� ODERXU
HDUQLQJV�RUGHUHG�E\�UDQN�LQ�WKH�GLVWULEXWLRQ�RI�WRWDO�LQFRPH��ZKHUHDV�WKH�*LQL�FRHIILFLHQW�LQ
ODERXU�LQFRPHV��SORWWHG�LQ�)LJXUH����RUGHUV�E\�UDQN�LQ�WKH�GLVWULEXWLRQ�RI�ODERXU�LQFRPH��7KH
WKLQQHU�VROLG�OLQH�LQ�)LJXUH���LV�FDOFXODWHG�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�WKHVH�WZR�VKDUH�WKH
VDPH�PRYHPHQWV�RYHU�WLPH�
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:H�WXUQ�QRZ�WR�D�VWXG\�RI� WKH�IDFWRUV�WKDW�KDYH�LQIOXHQFHG�WKH�GLVWULEXWLRQ�RI
LQFRPH� EHWZHHQ� FDSLWDO� DQG� ODERXU�� 6KLIWV� LQ� WKH� IXQFWLRQDO� GLVWULEXWLRQ� RI
LQFRPH�GR�QRW�DSSHDU�WR�EH�D�UHVXOW�RI�VHFWRUDO�UHDOORFDWLRQ�RI�UHVRXUFHV��)LJXUH
�� VKRZV� FDSLWDO� VKDUHV� IRU� IRXU� EDVLF� VHFWRUV� RI� WKH� 9HQH]XHODQ� HFRQRP\�
DJULFXOWXUH�� SHWUROHXP� DQG�PLQLQJ�� PDQXIDFWXULQJ�� DQG� VHUYLFHV�� 7KH� XSZDUG
WUHQG�LQ�FDSLWDO
V�VKDUH�RI�LQFRPH�LV�SUHVHQW�LQ�DOO�VHFWRUV�H[FHSW�SHWUROHXP�DQG
PLQLQJ��PDGH�XS�DOPRVW�H[FOXVLYHO\�RI�VWDWH�RZQHG�HQWHUSULVHV���&XULRXVO\��WKH
VKLIW� DSSHDUV� WR� EH� RI� URXJKO\� WKH� VDPH� PDJQLWXGH� DPRQJ� WKH� VHFWRUV�
VXJJHVWLQJ�WKDW�LW�PD\�EH�WKH�UHVXOW�RI�HFRQRP\�ZLGH�FKDQJHV��,QGHHG��VHFWRUDO
UHDOORFDWLRQV�LQ�WKH�9HQH]XHODQ�HFRQRP\�VHHP�WR�KDYH�FRQWULEXWHG��LI�DQ\WKLQJ�
WR�ORZHULQJ�WKH�FDSLWDO�VKDUH��DV�UHVRXUFHV�KDYH�EHHQ�PRYHG�RXW�RI�DJULFXOWXUH
DQG�LQWR�PDQXIDFWXULQJ��

FIGURE 4
CAPITAL SHARES BY SECTOR, 1970-95

$QRWKHU�SRVVLELOLW\�LV�WKDW�ULVLQJ�FDSLWDO�VKDUHV�PD\�EH�FDXVHG�E\�FKDQJHV�LQ�WKH
IRUP� RI� WKH� RZQHUVKLS� RI� ILUPV�� 9HQH]XHODQ� QDWLRQDO� DFFRXQWV� GR� QRW
GLVWLQJXLVK�EHWZHHQ�FRUSRUDWH�DQG�XQLQFRUSRUDWHG��IDPLO\�RZQHG��HQWHUSULVHV�
LQFRPH� IURP� XQLQFRUSRUDWHG� HQWHUSULVHV� LV� FODVVLILHG� FRPSOHWHO\� DV� RSHUDWLQJ
������������������������������������������
��$JULFXOWXUH�WHQGV�WR�GLVSOD\�KLJK�FDSLWDO�VKDUHV�EHFDXVH�DJULFXOWXUDO�ZRUNHUV�DUH�FRPPRQO\
VHOI�HPSOR\HG�� ZLWK� DOO� WKHLU� LQFRPH� FRXQWLQJ� DV� RSHUDWLQJ� VXUSOXV�� 9HQH]XHODQ� QDWLRQDO
DFFRXQWV�VWDWLVWLFV�GR�QRW�GLVWLQJXLVK�WKH�LQFRPH�RI�FRUSRUDWLRQV�IURP�WKH�LQFRPH�RI�WKH�VHOI�
HPSOR\HG�
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VXUSOXV��7KLV�DFFRXQWLQJ�FRQYHQWLRQ�PDNHV�WKH�FDSLWDO�VKDUH�LQ�XQLQFRUSRUDWHG
HQWHUSULVHV�DUWLILFLDOO\�HTXDO�WR����7KHUHIRUH��VKLIWV�RI�ODERXU�IURP�WKH�FRUSRUDWH
VHFWRU�WR�WKH�XQLQFRUSRUDWHG�VHFWRU�WHQG�WR�UDLVH�WKH�PHDVXUHG�FDSLWDO�VKDUH�HYHQ
LI�WKH\�KDYH�QR�HIIHFW�RQ�WKH�UHDO�XQGHUO\LQJ�IDFWRU�GLVWULEXWLRQ�RI�LQFRPH�

%HKLQG�WKLV�ULVLQJ�FDSLWDO�VKDUH�LV�DQ�XQSUHFHGHQWHG�FROODSVH�LQ�ZDJH�UDWHV�WKDW
KDV� QRW� EHHQ� DFFRPSDQLHG� E\� D� IDOO� LQ� WKH� UDWH� RI� UHWXUQ� WR� FDSLWDO�� )LJXUH� �
VKRZV� WKDW� WKH�ZDJH� UDWH� KDV� GHFOLQHG� E\� DERXW� ��� SHU� FHQW� RYHU� WKH� ODVW� ��
\HDUV��+RZHYHU��GHVSLWH�VXEVWDQWLDO�VZLQJV��WKH�OHYHO�RI�WKH�UHWXUQ�WR�FDSLWDO�LV
URXJKO\�WKH�VDPH�QRZ�DV�LW�ZDV�DW�WKH�VWDUW�RI�WKH�SHULRG��

FIGURE 5
VALUE ADDED IN AGRICULTURE, % OF GDP

7KHUH� DUH� WZR� VHFWRUDO� VKLIWV� WKDW� FRXOG� FRQFHLYDEO\� FDXVH� WKLV� FKDQJH� LQ� WKH
FDSLWDO� VKDUH�� 2QH� ZRXOG� EH� D� VKLIW� IURP� PDQXIDFWXULQJ� DQG� VHUYLFHV� WR

������������������������������������������
�� 6XFK� D� VWHHS� IDOO� LQ� WKH� ZDJH� UDWH� VHHPV� VXUSULVLQJ�� 'LGQ
W� 9HQH]XHOD� KDYH� DOWHUQDWLYH
H[SRUW� LQGXVWULHV� LQ� ZKLFK� LW� FRXOG� KDYH� VWDUWHG� VSHFLDOL]LQJ� JLYHQ� ORZ� ZDJH� UDWHV"
5RGUtJXH]� DQG�6DFKV� ������� KDYH� VXJJHVWHG� WKDW� WKH�ZDJH� UDWHV� QHFHVVDU\� WR� LQGXFH� QRQ�
WUDGLWLRQDO� H[SRUWV� ZHUH� VXEVWDQWLDOO\� ORZHU� WKDQ� HTXLOLEULXP� ZDJHV� GXULQJ� PRVW� RI� WKH
SHULRG�XQGHU�VWXG\��7KH�SUREOHP�LV�FRPSRXQGHG�E\�WKH�IDFW�WKDW�WKH�HFRQRP\
V�FRPSDUDWLYH
DGYDQWDJH�FKDQJHV�RYHU�WLPH�IURP�PRUH�WR�OHVV�FDSLWDO�LQWHQVLYH�SURGXFWLRQ��6HH�5RGUtJXH]
DQG�6DFKV��������IRU�D�GLVFXVVLRQ�
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DJULFXOWXUH��DV�WKH� ODWWHU� LV�FRPPRQO\�FKDUDFWHUL]HG�E\�D�KLJKHU�SUHYDOHQFH�RI
VHOI�RZQHUVKLS�� $QRWKHU� ZRXOG� EH� D� VKLIW� IURP� WKH� IRUPDO� WR� WKH� LQIRUPDO
VHFWRU��ZLWK� WKH� LQIRUPDO� VHFWRU� DOVR� RIWHQ� FKDUDFWHUL]HG� E\� VHOI�HPSOR\PHQW�
1HLWKHU�RI�WKHVH�SRVVLEOH�VKLIWV��KRZHYHU��DSSHDUV�WR�EH�WKH�XQGHUO\LQJ�FDXVH�RI
FKDQJHV� LQ� WKH� FDSLWDO� VKDUH�� $V� ZH� VKRZ� LQ� )LJXUHV� �� DQG� ��� ERWK� WKH
DJULFXOWXUDO� VHFWRU� DQG� WKH� LQIRUPDO� VHFWRU� KDYH� EHHQ� GHFOLQLQJ� RU� VWDEOH� LQ
PDJQLWXGH�UHODWLYH�WR�WKH�UHVW�RI�WKH�HFRQRP\���7DEOH���DOVR�VKRZV�GDWD�RQ�WKH
FDSLWDO� VKDUH� LQ�PDQXIDFWXULQJ� WDNHQ� IURP�5DPD� �������� 7KH� 5DPD� GDWD� DUH
EDVHG� RQ� 81,'2
V� LQGXVWULDO� VWDWLVWLFV� GDWDEDVH�� ZKLFK� LV� SXW� WRJHWKHU� IURP
SODQW�OHYHO�VXUYH\V�FRYHULQJ�UHODWLYHO\�ODUJH�ILUPV��PRVWO\�LQ�WKH�IRUPDO�VHFWRU
RI�WKH�HFRQRP\��$JDLQ��HYHQ�UHVWULFWHG�WR�WKLV�VDPSOH�ZKHUH�VHOI�RZQHUVKLS�LV
QHDUO\�DEVHQW��ZH�ILQG�D�FRQVLVWHQW�ULVH�LQ�FDSLWDO�VKDUHV�

FIGURE 6
SHARE OF WORKERS EMPLOYED IN THE INFORMAL SECTOR, 1969-97

(JULY, %)

������������������������������������������
�� $Q� DOWHUQDWLYH� ZD\� WR� WDFNOH� WKLV� LVVXH� LV� E\� HVWLPDWLQJ� WKH� LQFRPH� RI� XQLQFRUSRUDWHG
HQWHUSULVHV� LQ�*'3��:H�KDYH�GRQH� WKLV� XVLQJ� WKH� FRHIILFLHQWV� IURP� D� UHJUHVVLRQ� RI� FDSLWDO
VKDUHV�RQ�*'3�IRU����FRXQWULHV��VHH�3LQHGD�DQG�5RGUtJXH]��������DQG�DVVLJQLQJ�����RI�WKH
LQFRPH� RI� XQLQFRUSRUDWHG� HQWHUSULVHV� WR� ODERXU
V� SDUWLFLSDWLRQ�� 7KLV� FDOFXODWLRQ� JLYHV� D
VLPLODU�LQFUHDVH�LQ�FDSLWDO
V�VKDUH��IURP������LQ���������WR������LQ��������
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TABLE 2
MANUFACTURING CAPITAL SHARE IN LARGE FIRMS

1960-64 71.12881
1965-69 70.46426
1970-74 69.01994
1975-79 72.18646
1980-84 69.81372
1985-89 74.52913
1990-94 81.23277

Source: Rama (1999).

FIGURE 7
WAGES AND RETURNS TO CAPITAL, 1970-95

7KHVH� GDWD� DUH�� IXUWKHUPRUH�� OLNHO\� WR� XQGHUHVWLPDWH� WKH� LQFUHDVH� LQ� FDSLWDO
V
VKDUH� RI� LQFRPH� EHFDXVH� WKH\� GR� QRW� WDNH� LQWR� DFFRXQW� WKH� LQFRPH� KHOG� E\
9HQH]XHODQ� QDWLRQDOV� LQ� RIIVKRUH� DVVHWV�� ,Q� SULQFLSOH�� QDWLRQDO� DFFRXQWV
VWDWLVWLFV�RQ�IDFWRU�LQFRPH�IURP�IRUHLJQ�DVVHWV�RZQHG�E\�UHVLGHQWV�VKRXOG�JLYH
XV�DQ�LGHD�RI�KRZ�PXFK�FDSLWDO
V�WRWDO�LQFRPH�KDV�ULVHQ�GXULQJ�WKH�SHULRG�XQGHU
VWXG\�� +RZHYHU�� WKH� HVWLPDWLRQ� RI� QHW� IDFWRU� LQFRPH� IURP� DEURDG� LV� RIWHQ
SUREOHPDWLF� LQ� WKHVH� VWDWLVWLFV�� ZKLFK� VXIIHU� IURP� JURVV� XQGHUUHSRUWLQJ�� 7KH
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LQFRPH�RQ�IRUHLJQ�DVVHWV�UHSRUWHG�LQ�*13�VWDWLVWLFV�LV�FRPPRQO\�OHVV�WKDQ����
SHU�FHQW�RI�*'3�

,W� LV� SRVVLEOH� WR� JHW� DQ� DOWHUQDWLYH� HVWLPDWH� RI� WKHVH� GDWD� WKURXJK� EDODQFH� RI
SD\PHQWV� VWDWLVWLFV�� $V� WKH� FXUUHQW� DFFRXQW� EDODQFH� FDSWXUHV� WKH� LQFUHDVH� LQ
IRUHLJQ�DVVHWV�KHOG�E\�QDWLRQDOV��ZH�FDQ�PHDVXUH�WKH�LQFUHDVH�LQ�IRUHLJQ�DVVHWV
KHOG�E\�SULYDWH�QDWLRQDOV�DV�WKH�VXP�RI�FXUUHQW�DFFRXQW�VXUSOXVHV��SOXV�IRUHLJQ
GLUHFW� LQYHVWPHQW�� PLQXV� WKH� DFFXPXODWLRQ� RI� SXEOLFO\� KHOG� DVVHWV� �LQFOXGLQJ
UHVHUYHV�����8VLQJ� WKLV� SURFHGXUH��ZH� ILQG� WKDW� WKH� LQFUHDVH� LQ� IRUHLJQ� DVVHWV
KHOG�E\�9HQH]XHODQ�QDWLRQDOV�ZDV�������ELOOLRQ�RYHU�WKH���������LQWHUYDO����$W
QRUPDO� UDWHV� RI� UHWXUQ� RQ� LQWHUQDWLRQDO� LQYHVWPHQWV�� RXU� FDOFXODWLRQV� LQGLFDWH
WKDW� WKH� DQQXDO� LQFRPH� HDUQHG� E\� 9HQH]XHODQV� RQ� WKHLU� KROGLQJV� RI� IRUHLJQ
DVVHWV� LQ� �����ZDV� ������ ELOOLRQ�� RU� �� SHU� FHQW� RI�*'3�� ,Q� RWKHU�ZRUGV�� WKH
LQFUHDVH�LQ�FDSLWDO
V�VKDUH�RI�LQFRPH�VKRZQ�LQ�)LJXUH���SUREDEO\�XQGHUHVWLPDWHV
WKH�DFWXDO� LQFUHDVH�E\�DERXW�����SHUFHQWDJH�SRLQWV�RI�*'3��7KH�FDSLWDO� VKDUH
LQFOXVLYH�RI�UHWXUQV�RQ�IRUHLJQ�DVVHWV�LV�VKRZQ�DV�WKH�EURNHQ�OLQH�LQ�)LJXUH�����

7KHUH�LV�VRPH�HYLGHQFH�WKDW�WKH�GLVWULEXWLRQ�RI�FDSLWDO�LQFRPH�PD\�LWVHOI�KDYH
EHFRPH� PRUH� XQHTXDO�� *RQ]DOH]� DQG� 0DUWtQH]� ������� KDYH� GLVFRYHUHG
HYLGHQFH� WKDW� WKH� FRQFHQWUDWLRQ� RI� ILUPV� LQFUHDVHG� VXEVWDQWLDOO\� ZLWK� WUDGH
OLEHUDOL]DWLRQ�LQ�WKH�ODWH�����V��7KH\�ILQG�WKDW��LQ�PRVW�LQGXVWULHV��WKH�QXPEHU�RI
VPDOO� DQG� PHGLXP� ILUPV� VKUDQN�� DQG� WKH� QXPEHU� RI� ODUJH� ILUPV� LQFUHDVHG
VXEVWDQWLDOO\��7KLV�HYLGHQFH�VHHPV�WR�VXJJHVW�WKDW�LQFRPH�IURP�FDSLWDO�KDV�DOVR
EHFRPH�PRUH�FRQFHQWUDWHG�

,Q�WKH�FDVH�RI�WKH�9HQH]XHODQ�HFRQRP\��D�VLJQLILFDQW�DPRXQW�RI�*'3�WDNHV�WKH
IRUP� RI� RLO� UHQWV�� 7KHUHIRUH�� WKH� HIIHFWLYH� GLVWULEXWLRQ� RI� LQFRPH� PD\� EH
LQIOXHQFHG� E\� ZKDW� WKH� VWDWH� GRHV� ZLWK� WKHVH� UHQWV�� 7KH� GHWHULRUDWLRQ� LQ� WKH
SULYDWH�FDSLWDO�VKDUH� WKDW�ZH�REVHUYHG�DERYH�FRXOG� LQ�SULQFLSOH�EH�RIIVHW�E\�D
JUHDWHU�SURJUHVVLYLW\�LQ�WKH�GLVWULEXWLRQ�RI�WKH�VWDWH
V�RLO�UHQWV�

������������������������������������������
���)RU�D�GLVFXVVLRQ�RI� WKLV�DQG�RWKHU�DSSURDFKHV�WR� WKH�HVWLPDWLRQ�RI�FDSLWDO� IOLJKW�� VHH� WKH
DUWLFOHV�LQ�/HVVDUG�DQG�:LOOLDPVRQ��������
��� 1RWH� WKDW� WKLV� PDJQLWXGH� PD\� XQGHUHVWLPDWH� RU� RYHUHVWLPDWH� WKH� DVVHWV� KHOG� E\
9HQH]XHODQV� DEURDG�� 7KH� XQGHUHVWLPDWLRQ� FRPHV� IURP� WKH� IDFW� WKDW� LW� H[FOXGHV� WKH
FRPSRXQGLQJ� RI� WKH� UHWXUQV� WKDW� PXVW� KDYH� EHHQ� HDUQHG� DIWHU� WKH� DVVHWV� OHIW� WKH� FRXQWU\�
ZKLOH� WKH� RYHUHVWLPDWLRQ� DVVXPHV� WKDW� WKHUH� KDV� EHHQ� QR� FRQVXPSWLRQ�� ,I� FRQVXPSWLRQ� LV
H[DFWO\�HTXDO�WR�WKH�UHWXUQV�RQ�WKH�DVVHWV�KHOG��WKH�RSWLPDO�VWHDG\�VWDWH�FRQVXPSWLRQ�IRU�DQ
LQILQLWH�KRUL]RQ�DJHQW��ZLWK�GLVFRXQW�UDWH�HTXDO�WR�WKH�UDWH�RI�UHWXUQ��WKHQ�WKHVH�HIIHFWV�FDQFHO
HDFK�RWKHU�RXW�
���:H�KDYH�XVHG�WKH�UDWH�RQ�0RRG\
V�$$$�ERQGV�WR�LPSXWH�UHWXUQV�WR�H[LVWLQJ�FDSLWDO�



��

+RZHYHU��WKLV�GRHV�QRW�VHHP�WR�KDYH�KDSSHQHG�LQ�9HQH]XHOD��)LJXUH���VKRZV
WKH�HYROXWLRQ�RI�WKH�FRPSRVLWLRQ�RI�JRYHUQPHQW�VSHQGLQJ�IURP������WR������
7KH� UHGLVWULEXWLYH� FRPSRQHQW� RI� WKH� JRYHUQPHQW� EXGJHW� SDU� H[FHOOHQFH� LV
ZDJHV� DQG� VDODULHV�� +RZHYHU�� WKH� SRUWLRQ� RI� ZDJHV� DQG� VDODULHV� LQ� WKH
JRYHUQPHQW�EXGJHW�IHOO�IURP�QHDUO\�KDOI�WR� OHVV� WKDQ�RQH�ILIWK�RYHU�WKH�SHULRG
VWXGLHG�� *RYHUQPHQW� SXUFKDVHV� RI� JRRGV� DQG� VHUYLFHV� DOVR� IHOO� FRQVLGHUDEO\�
7KH�IDFWRUV�ZKLFK�H[SHULHQFHG�WKH�JUHDWHVW�LQFUHDVH�ZHUH�LQWHUHVW�SD\PHQWV�RQ
LQWHUQDO�DQG�H[WHUQDO�GHEW��ZKLFK�URVH�IURP�MXVW�XQGHU���SHU�FHQW�WR�RYHU����SHU
FHQW�RI�WKH�JRYHUQPHQW�EXGJHW��DQG�JRYHUQPHQW�VXEVLGLHV�DQG�WUDQVIHUV��ZKLFK
URVH� IURP� URXJKO\� ��� SHU� FHQW� WR� RYHU� ��� SHU� FHQW�� 7KLV� ODVW� FRPSRQHQW� RI
JRYHUQPHQW� H[SHQGLWXUH� LV� PDGH� XS�PDLQO\� RI� VXEVLGLHV� WR� VWDWH� DQG� SULYDWH
HQWHUSULVHV�� ,W� DOVR� LQFOXGHV� WUDQVIHUV� WR� VRFLDO� VHFXULW\�� EXW� WKHVH� FRPSULVH
URXJKO\� �� SHU� FHQW� RI� JRYHUQPHQW� VSHQGLQJ���� 7KH� EXON� RI� VXEVLGLHV� DQG
WUDQVIHUV� DSSHDUV� WR� EH� WDNHQ� XS� E\� VXEVLGLHV� WR� VWDWH�RZQHG� HQWHUSULVHV�
JRYHUQPHQW�RZQHG�ILQDQFLDO�LQVWLWXWLRQV�DQG�SULYDWH�HQWHUSULVH�

FIGURE 8
COMPOSITION OF GOVERNMENT SPENDING

,Q�VXP��9HQH]XHODQ�VWDWLVWLFV� WHOO�D�VWRU\�RI�D�FRQVLGHUDEO\�ZRUVHQLQJ� LQFRPH
GLVWULEXWLRQ�� 7KH\� DOVR� VKRZ� WKDW� WKLV� ZRUVHQLQJ� RI� LQFRPH� GLVWULEXWLRQ� KDV

������������������������������������������
��� 7KH� DXWKRU
V� RZQ� FDOFXODWLRQV� EDVHG� RQ� %DQFR� &HQWUDO� GH� 9HQH]XHOD� �������� 7DEOHV
9,������DQG�9,������
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*RRGV�DQG�VHUYLFHV�H[SHQGLWXUH�
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RFFXUUHG�PDLQO\�DV�D�ZRUVHQLQJ�RI�WKH�GLVWULEXWLRQ�EHWZHHQ�FDSLWDO�DQG�ODERXU�
&DSLWDO
V�VKDUH�RI�*'3�KDV�JRQH�XS�E\�DERXW����SRLQWV��PDUNLQJ�D�VXEVWDQWLDO
VKLIW�RI�HFRQRPLF�SRZHU�IURP�ODERXU�WR�FDSLWDO�

7KH�UHVW�RI�WKH�VWXG\�ZLOO�FRQFHQWUDWH�RQ�DQ�DWWHPSW�WR�DFFRXQW�IRU�WKHVH�VKLIWV�
$V�WKH�FKDQJHV�LQ�IDFWRU�VKDUHV�GZDUI�DQ\�FKDQJHV�LQ�WKH�GLVWULEXWLRQ�RI�ODERXU
LQFRPH�� ZH� ZLOO� IRFXV� IRU� WKH� PRVW� SDUW� RQ� H[SODLQLQJ� WKH� HYROXWLRQ� RI� WKH
IDFWRU� VKDUHV�� ,Q� ZKDW� IROORZV�� ZH� ORRN� DW� DOWHUQDWLYH� K\SRWKHVHV� WKDW� FRXOG
H[SODLQ� WKHVH� FKDQJHV�� ,Q� SDUWLFXODU�� ZH� ZLOO� DUJXH� WKDW�� WR� XQGHUVWDQG� WKH
HYROXWLRQ�RI� WKHVH�VKDUHV��RQH�PXVW�XQGHUVWDQG�WKH� UHDVRQV� IRU�FKDQJHV� LQ� WKH
DFFXPXODWLRQ�RI�KXPDQ�DQG�SK\VLFDO�FDSLWDO��:H�VWXG\�WKHVH�LQ�6HFWLRQ���

,,, )$&725�6+$5(6��)$&725�35,&(6�$1'�2,/�%2206

:KDW� LV� EHKLQG� WKH� WUHQG� LQ� WKH� FDSLWDO� VKDUH� REVHUYHG� LQ� )LJXUH� �"� :KDW
H[SODLQV� WKH� VWDEOH� YDOXH� GXULQJ� WKH� ����V� DQG� WKH� VXEVHTXHQW� ULVH� LQ� YDOXH
GXULQJ� WKH� ����V"�$V� WKH� FDSLWDO� VKDUH� LV� D� VLPSOH� IXQFWLRQ� RI� WKH� VWRFNV� RI
FDSLWDO� DQG� ODERXU�� DV� ZHOO� DV� WKHLU� UHWXUQV�� LW� LV� QDWXUDO� WR� GLYLGH� WKH� DERYH
TXHVWLRQ� LQWR� WZR�TXHVWLRQV��+RZ�FDQ�ZH� DFFRXQW� IRU� WKH� HYROXWLRQ�RI� IDFWRU
SULFHV"�� DQG�+RZ� FDQ�ZH� DFFRXQW� IRU� WKH� HYROXWLRQ� RI� IDFWRU� TXDQWLWLHV"�:H
DWWHPSW�WR�JLYH�DQVZHUV�WR�WKHVH�TXHVWLRQV�EHORZ�

��� 7KH�H[SODQDWLRQ

����� )DFWRU�SULFHV

7KH�REYLRXV�SODFH�WR�VWDUW�ORRNLQJ�IRU�DQ�XQGHUVWDQGLQJ�RI�WKH�GHWHUPLQDWLRQ�RI
IDFWRU�SULFHV�LV�RI�FRXUVH�WKH�WKHRU\�RI�IDFWRU�PDUNHWV��$FFRUGLQJ�WR�WKH�WKHRU\
RI�FRPSHWLWLYH�IDFWRU�PDUNHWV��WKHUH�LV�D�RQH�WR�RQH�OLQN�EHWZHHQ�IDFWRU�SULFHV
DQG� IDFWRU� TXDQWLWLHV�� 5HODWLYH� IDFWRU� SULFHV� VKRXOG� EH� KLJK� ZKHQ� D� IDFWRU� LV
UHODWLYHO\� VFDUFH�� EXW� ORZ� RWKHUZLVH�� 7KLV� LV� EHFDXVH� WKH� UHWXUQ� WR� FDSLWDO
UHODWLYH� WR� ODERXU� �U�Z�� UHIOHFWV� WKH� UDWLR� RI� WKH�PDUJLQDO� SURGXFWV� DQG�� JLYHQ
GLPLQLVKLQJ�UHWXUQV��LV�DQ�LQYHUVH�IXQFWLRQ�RI�WKH�FDSLWDO�ODERXU�UDWLR��.�/���7KH
KLJKHU�WKH�DPRXQW�RI�FDSLWDO�UHODWLYH�WR�ODERXU��WKH�ORZHU�WKH�HTXLOLEULXP�SULFH
RI�FDSLWDO�UHODWLYH�WR�ODERXU��$V�ZH�GLVFXVV�LQ�PRUH�GHWDLO�EHORZ��WKLV�UHODWLRQ�LV
QRW�VSHFLILF�WR�FRPSHWLWLYH�IDFWRU�PDUNHWV��EXW�FDQ�EH�JHQHUDOL]HG�WR�RWKHU�W\SHV
RI� PDUNHW� VWUXFWXUHV�� )LJXUH� �� LOOXVWUDWHV� WKH� LQWXLWLRQ� IRU� WKLV� LQ� D� VLPSOH
GLDJUDP��$V�WKH�FDSLWDO�ODERXU�UDWLR�ULVHV�IURP�.��/��WR�.��/���WKH�UHODWLYH�ZDJH
ULVHV� IURP� Z��U�� WR� Z��U��� 7KH� JUHDWHU� DEXQGDQFH� RI� FDSLWDO� LPSOLHV� D� ORZHU
PDUJLQDO�SURGXFW�RI�FDSLWDO��ZKLFK�LPSOLHV�D�ORZHU�UDWH�RI�UHWXUQ�WR�FDSLWDO��U�
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FIGURE 9
EFFECTS OF SHIFTS IN CAPITAL-LABOUR RATIOS ON RELATIVE WAGES

��
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&DQ� ZH� DFFRXQW� IRU� WKH� TXDQWLWDWLYH� PDJQLWXGH� RI� WKH� PRYHPHQWV� LQ� FDSLWDO
VKDUHV� WKURXJK� RXU� DSSURDFK"� 7R� DQVZHU� WKLV� TXHVWLRQ�� QRWH� WKDW� WKH� FDSLWDO
VKDUH�FDQ�EH�VLPSO\�ZULWWHQ�DV�

U.
Z/U.Z/

U.

+
=

+
=

�

�
a

DQG� LV� WKXV� UHODWHG� RQH�WR�RQH� ZLWK� �Z�U�
�/�.��� ,I� FDSLWDO� DFFXPXODWLRQ
LQFUHDVHV� �/�.� IDOOV�� DQG� �IROORZLQJ�RXU� DUJXPHQW� DERYH��Z�U� LQFUHDVHV�� WKHQ
WKH� PRYHPHQW� RI� IDFWRU� VKDUHV� ZLOO� GHSHQG� RQ� WKH� HODVWLFLW\� RI� VXEVWLWXWLRQ
EHWZHHQ� FDSLWDO� DQG� ODERXU�� )RU� D� &REE�'RXJODV� VSHFLILFDWLRQ� �ZKHUH� WKH
HODVWLFLW\� RI� VXEVWLWXWLRQ� EHWZHHQ� FDSLWDO� DQG� ODERXU� LV� ���� IDFWRU� VKDUHV� DUH
FRQVWDQW� DQG� DUH� WKXV� XQDIIHFWHG� E\� FDSLWDO� DFFXPXODWLRQ�� ,I� WKH� HODVWLFLW\� RI
VXEVWLWXWLRQ�LV�JUHDWHU�WKDQ����WKHQ�IDFWRU�SULFHV�GR�QRW�PRYH�PXFK�ZLWK�FKDQJHV
LQ� FDSLWDO�ODERXU� UDWLRV�� DQG� FDSLWDO
V� VKDUH� LV� LQFUHDVLQJ� LQ� WKH� FDSLWDO�ODERXU
UDWLR�� ,I� LW� LV�VPDOOHU� WKDQ���� WKHQ� WKH�RSSRVLWH�RFFXUV�� IDFWRU�SULFHV�FKDQJH�VR
PXFK�LQ�UHVSRQVH�WR�D�VKLIW�LQ�FDSLWDO�ODERXU�UDWLRV�WKDW�DQ�LQFUHDVH�LQ�WKH�FDSLWDO
VWRFN�OHDGV�WR�D�IDOO�LQ�FDSLWDO�VKDUHV�

FIGURE 10
NON-PETROLEUM CAPITAL STOCK PER WORKER, 1970-96
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,W�WKXV�DSSHDUV�WKDW�ZKHWKHU�ZH�FDQ�DFFRXQW�IRU�WKH�PRYHPHQW�LQ�FDSLWDO�VKDUHV
FRQGLWLRQDO�RQ�PRYHPHQWV�LQ�UHODWLYH�IDFWRU�TXDQWLWLHV�GHSHQGV�RQ�WKH�YDOXH�RI
WKH�HODVWLFLW\�RI�VXEVWLWXWLRQ�EHWZHHQ�FDSLWDO�DQG�ODERXU�

,Q�WKH�$SSHQGL[��ZH�SURYLGH�D�GLVFXVVLRQ�RI�WKH�HPSLULFDO�HYLGHQFH�UHODWLQJ�WR
WKH�HODVWLFLW\�RI�VXEVWLWXWLRQ�EHWZHHQ�FDSLWDO�DQG�ODERXU�LQ�9HQH]XHOD��:H�DUJXH
WKHUH� WKDW� WKHUH� LV� JRRG� UHDVRQ� WR� EHOLHYH� WKDW� WKH� HODVWLFLW\� RI� VXEVWLWXWLRQ
EHWZHHQ� FDSLWDO� DQG� ODERXU� LQ� 9HQH]XHOD� LV� VXEVWDQWLDOO\� EHORZ� ��� DQG� ZH
HVWLPDWH�D�YDOXH�RI�s� � ����XVLQJ�GDWD� IURP�9HQH]XHOD
V�(QFXHVWD� ,QGXVWULDO�
+RZHYHU��ZH�HPSKDVL]H� WKDW�ZH�FDQ�RQO\�SURYLGH� UDWKHU� FUXGH� HVWLPDWHV� DQG
WKDW�D�ZLGH�FRQILGHQFH�LQWHUYDO�VKRXOG�EH�DVVRFLDWHG�ZLWK�WKLV�HVWLPDWH�

,I�ZH�DFFHSW�WKDW�s������LV�9HQH]XHOD
V�SDWWHUQ�RI�FDSLWDO�VKDUHV�FRQVLVWHQW�ZLWK
WKH� HYROXWLRQ� RI� FDSLWDO�ODERXU� UDWLRV"� 7KH� DQVZHU� DSSHDUV� WR� EH� 
QR
�� ,Q
SDUWLFXODU�� )LJXUH� ��� VKRZV� WKDW� WKH� FDSLWDO�ODERXU� UDWLR� JUHZ� LQ� 9HQH]XHOD
GXULQJ�WKH�����V��EXW�KDV�IDOOHQ�VLQFH�WKHQ��7KXV��WKHUH�VKRXOG�KDYH�EHHQ�D�GURS
LQ�FDSLWDO
V�VKDUH�GXULQJ�WKH�����V�RI�DSSUR[LPDWHO\�WKH�VDPH�PDJQLWXGH�DV�WKH
VXEVHTXHQW�ULVH��VRPHWKLQJ�ZH�GR�QRW�REVHUYH�

FIGURE 11
PREDICTED AND HISTORICAL CAPITAL SHARE, 1970-95

)LJXUH����VKRZV�PRUH�IRUPDOO\�ZK\�WKLV�H[SODQDWLRQ�LV�XQOLNHO\�WR�DFFRXQW�IRU
WKH�VKLIWV�LQ�IDFWRU�VKDUHV�REVHUYHG�LQ�9HQH]XHOD�GXULQJ�WKH�SHULRG�XQGHU�VWXG\�
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,W� VKRZV� WKH� LPSOLHG� FDSLWDO� VKDUHV� IURP� D� FRQVWDQW� HODVWLFLW\� RI� VXEVWLWXWLRQ
�&(6�� SURGXFWLRQ� IXQFWLRQ� EDVHG� RQ� WKH� DVVXPSWLRQ� WKDW� WKH� UHODWLYH�ZDJH� LV
HTXDO� WR� WKH� UHODWLYH�PDUJLQDO� SURGXFWV� DQG� JLYHQ� WKH� FDSLWDO�ODERXU� UDWLRV� LQ
)LJXUH����$V�VKRZQ�LQ�)LJXUH�����ZKLFK�SORWV�WKH�FDSLWDO�VKDUHV�LPSOLHG�E\�ILYH
GLIIHUHQW�SRVVLEOH�YDOXHV� IRU� WKH� HODVWLFLW\� RI� VXEVWLWXWLRQ�EHWZHHQ� FDSLWDO� DQG
ODERXU��WKHUH�LV�D�ODUJH�XQH[SODLQHG�UHVLGXDO�LQ�IDFWRU�VKDUHV�QR�PDWWHU�ZKDW�WKH
DVVXPHG�HODVWLFLW\�LV��,Q�SDUWLFXODU��DV�ZH�KDYH�DUJXHG�DERYH��LW�LV�OLNHO\�WKDW�WKH
YDOXH�RI�s�IRU�9HQH]XHOD�LV�FRQVLGHUDEO\�OHVV�WKDQ����)RU�WKUHH�SRVVLEOH�YDOXHV
FRQVLVWHQW�ZLWK�WKLV�K\SRWKHVLV�SORWWHG�LQ�)LJXUH������s� ������s� �����DQG�s� 
������ LQFOXGLQJ�RXU�SUHIHUUHG� HVWLPDWH�GHULYHG� LQ� WKH�$SSHQGL[�� FDSLWDO�ODERXU
UDWLRV�LPSOLHG�D�IDOO�LQ�WKH�FDSLWDO�VKDUH�WKDW�GLG�QRW�RFFXU�GXULQJ�WKH�����V�

+RZHYHU�� LW� LV� OLNHO\� WKDW� WKH� XQGHUO\LQJ� GDWD� SORWWHG� LQ� )LJXUH� ��� GR� QRW
FDSWXUH� DGHTXDWHO\� WKH� IDFWRU� UDWLRV� UHOHYDQW� IRU� DQDO\VLQJ� FDSLWDO� VKDUHV�� ,Q
7DEOH����ZH�VKRZ�WKH�HYROXWLRQ�RI�KXPDQ�FDSLWDO�DV�PHDVXUHG�E\�PHDQ�\HDUV�RI
VFKRROLQJ�EHWZHHQ������DQG�������,W�VKRZV�WKDW�WKH�PHDQ�\HDUV�RI�VFKRROLQJ�RI
9HQH]XHODQV� SURJUHVVHG� IURP� ����� \HDUV� LQ� ����� WR� ����� \HDUV� LQ� ������ ,Q
SDUWLFXODU��WKH\�VHHP�WR�KDYH�SHDNHG�DW������\HDUV�LQ������DQG�WR�KDYH�EHJXQ�WR
IDOO�VXEVHTXHQWO\�

TABLE 3
MEAN YEARS OF SCHOOLING, 1960-90

Total Male Female
1960 2.530 2.990 2.059
1965 2.636 3.037 2.229
1970 2.925 3.241 2.608
1975 3.769 4.049 3.491
1980 4.930 5.200 4.659
1985 5.368 5.629 5.108
1990 4.891 5.002 4.779

Source: Barro and Lee (1993), with updates provided by Robert Barro.

7KHVH� GDWD� DUH� FRQVLVWHQW� ZLWK� WKRVH� RQ� SULPDU\� DQG� VHFRQGDU\� VFKRRO
HQUROPHQWV��3ULPDU\� VFKRRO� HQUROPHQW��ZKLFK�KDG�EHHQ� ULVLQJ� VWHDGLO\� GXULQJ
WKH� ����V�� IHOO� IURP� D� SHDN� RI� ��� SHU� FHQW� LQ� ����� WR� ��� SHU� FHQW� E\� �����
3HUVLVWHQFH�WR�JUDGH�ILYH��ZKLFK�KDG�SHDNHG�DW����SHU�FHQW�LQ�������KDG�IDOOHQ�WR
��� SHU� FHQW� E\� �������� ,I� WKHVH� GDWD� FDSWXUH� FRUUHFWO\� WKH� FKDQJHV� LQ
9HQH]XHODQ�KXPDQ�FDSLWDO�� WKH\�VXJJHVW�WKDW�WKH�LQFUHDVH�LQ�WKH�FDSLWDO�ODERXU
UDWLR� VKRZQ� LQ�)LJXUH� ��� IURP������ WR������PD\�QRW� DGHTXDWHO\� FDSWXUH� WKH
UDWLR�RI�SK\VLFDO�WR�KXPDQ�FDSLWDO�

������������������������������������������
���'DWD�IURP�:RUOG�%DQN��������
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,Q�)LJXUH����ZH�VKRZ� WKH�HYROXWLRQ�RI� WKH� UDWLR�RI�SK\VLFDO� WR�KXPDQ�FDSLWDO
IURP������WR�������:H�SUR[\�KXPDQ�FDSLWDO�E\�WKH�SURGXFW�RI�PHDQ�\HDUV�RI
VFKRROLQJ�DQG�WKH� ODERXU�IRUFH��7KH�UDWLR�RI�SK\VLFDO�WR�KXPDQ�FDSLWDO�LV�QRZ
VHHQ�WR�EH�GHFOLQLQJ�VWHDGLO\�GXULQJ�WKH�SHULRG�XQGHU�VWXG\��7KLV�VXJJHVWV�WKDW
ZH�PD\�ZLVK�WR�UHDVVHVV�ZKHWKHU�WKH�VLPSOH�IDFWV�RI�FDSLWDO�DFFXPXODWLRQ�FDQ
H[SODLQ�ZKDW�KDV�RFFXUUHG�ZLWK�FDSLWDO�VKDUHV�

FIGURE 12
CAPITAL PER UNIT OF LABOUR

FIGURE 13
PREDICTED AND HISTORICAL CAPITAL SHARES, HK ADJUSTED MODEL
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)LJXUH����VKRZV� WKH�SUHGLFWHG�DQG�KLVWRULFDO�FDSLWDO� VKDUHV� IRU� WKUHH�GLIIHUHQW
YDOXHV�RI�WKH�HODVWLFLW\�RI�VXEVWLWXWLRQ�ZKHQ�WKH�UHOHYDQW�UDWLR�RI�LQSXWV�LV�WKDW�RI
SK\VLFDO� WR� KXPDQ� FDSLWDO�� )RU� D� YDOXH� RI� s�  � ����� WKH� ILW� RI� WKH� PRGHO� LV
VWULNLQJ��ZLWK�WKH�H[LVWLQJ�UDWLRV�RI�SK\VLFDO�WR�KXPDQ�FDSLWDO�DEOH�WR�DFFRXQW�IRU
D�VXEVWDQWLDO�SDUW�RI�WKH�REVHUYHG�YDULDWLRQ�LQ�FDSLWDO�VKDUHV��:KDW�GRHV�)LJXUH
���HVWDEOLVK"�7R�XV��LW�VKRZV�WKDW�ZH�FDQ�H[SODLQ�WKH�HYROXWLRQ�RI�IDFWRU�VKDUHV
FRQGLWLRQDO� RQ� WKH� HYROXWLRQ� RI� WKH� KXPDQ�WR�SK\VLFDO� FDSLWDO� UDWLR� ZLWK� DQ
HODVWLFLW\� RI� VXEVWLWXWLRQ� RI� URXJKO\� RQH�KDOI�� ,W� WKHUHIRUH� OHDYHV� RSHQ� WKH
LQWHUHVWLQJ�TXHVWLRQ�RI�KRZ�WR�DFFRXQW�IRU�WKH�HYROXWLRQ�RI�WKH�UDWLR�RI�KXPDQ�WR
SK\VLFDO�FDSLWDO�� D�TXHVWLRQ� WKDW�ZH�ZLOO� DGGUHVV�EHORZ��%XW�� ILUVW��ZH�GLVFXVV
VRPH�FULWLFLVPV�RI�RXU�DSSURDFK�

����� $OWHUQDWLYH�LQVWLWXWLRQDO�VWUXFWXUHV

6HYHUDO�UHDVRQDEOH�REMHFWLRQV�FDQ�EH�SXW�IRUZDUG�DJDLQVW�WKH�DSSURDFK�VNHWFKHG
DERYH�� 3HUKDSV� WKH� ILUVW� RQH� WR� MXPS� WR� PLQG� LV� WKH� FULWLTXH� RI� WKH� LPSOLFLW
DVVXPSWLRQ� RI� FRPSHWLWLYH� IDFWRU� PDUNHWV�� DQ� DVVXPSWLRQ� WKDW� VHHPV� WR� EH
SDUWLFXODUO\�DW�RGGV�ZLWK�PXFK�RI�9HQH]XHODQ�UHDOLW\��7KH�DFWLYH�SDUWLFLSDWLRQ
RI�XQLRQV�DQG�EXVLQHVV�IHGHUDWLRQV�LQ�WKH�EDUJDLQLQJ�SURFHVV�RYHU�ZDJHV�ERWK�DW
WKH� QDWLRQDO� DQG� DW� WKH� ILUP� OHYHO� DQG� WKH� H[LVWHQFH� RI� VLJQLILFDQW� PDUNHW
LPSHUIHFWLRQV� DQG� RI� ODUJH� PRQRSROLVWLF� LQGXVWULDO� JURXSV�� DV� ZHOO� DV� WKH
VLJQLILFDQW� DPRXQW� RI� JRYHUQPHQW� UHJXODWLRQ� LQ� WKH� ODERXU� DQG� ILQDQFLDO
PDUNHWV� GXULQJ� WKH� SHULRG� VWXGLHG�� ZRXOG� VHHP� WR� FRQWUDGLFW� D� WKHRU\� WKDW
UHTXLUHV�WKH�RSHUDWLRQ�RI�ZHOO�IXQFWLRQLQJ�FRPSHWLWLYH�IDFWRU�PDUNHWV�

,W�LV�LPSRUWDQW�WR�SRLQW�RXW�WKDW�RXU�DSSURDFK�LV�QRW�LQYDOLGDWHG�E\�WKH�H[LVWHQFH
RI� QRQ�FRPSHWLWLYH�PDUNHW� VWUXFWXUHV� LQ� WKH� SURGXFW� PDUNHW�� 2XU� DVVXPSWLRQ
WKDW� IDFWRU� UHWXUQV� UHIOHFW�PDUJLQDO�SURGXFWV�ZLOO�EH� WUXH�ZKHQ� IDFWRU�PDUNHWV
DUH� FRPSHWLWLYH�� EXW� ZLOO� QRW� EH� DIIHFWHG� E\� WKH� GHJUHH� RI� FRPSHWLWLRQ� LQ
SURGXFW�PDUNHWV��0RQRSROLVWLF�DQG�ROLJRSROLVWLF�JURXSV�LQ�9HQH]XHODQ�SURGXFW
PDUNHWV�DUH�D�UHDOLW\��EXW�ZKHWKHU�WKHVH�JURXSV�EHDU�VXEVWDQWLDO�PDUNHW�SRZHU�LQ
IDFWRU�PDUNHWV�LV�PRUH�TXHVWLRQDEOH��JLYHQ�WKH�H[LVWHQFH�RI�D�KLJKO\�FRPSHWLWLYH
LQIRUPDO� VHFWRU�� DV� ZHOO� DV� WKH� LPSRUWDQFH� RI� PLJUDWLRQ� IORZV� IURP�WR� RWKHU
/DWLQ�$PHULFDQ�FRXQWULHV�LQ�UHVSRQVH�WR�ZDJH�GLIIHUHQWLDOV�
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FIGURE 14
ALTERNATIVE MARKET STRUCTURES FOR THE LABOUR MARKET
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$EVHQFH�RI�FRPSHWLWLRQ�LQ�IDFWRU�PDUNHWV��KRZHYHU��ZRXOG�VWLOO�QRW� LQYDOLGDWH
RXU� DSSURDFK�� &RPSHWLWLYH� IDFWRU� PDUNHWV� DUH� D� VXIILFLHQW� FRQGLWLRQ� IRU� RXU
DSSURDFK� WR� EH� YDOLG�� EXW� QRW� D� QHFHVVDU\� RQH�� :KDW� LV� FUXFLDO� IRU� RXU
FDOFXODWLRQV� LV� WKDW� WKH� UDWLR� RI� IDFWRU� SULFHV� EH� SURSRUWLRQDWH� WR� WKH� UDWLR� RI
IDFWRU�TXDQWLWLHV��7KLV�LV�WUXH�ZKHQ�WKHUH�H[LVW�FRPSHWLWLYH�IDFWRU�PDUNHWV��EXW�LV
WUXH�XQGHU�DOWHUQDWLYH�PDUNHW�VWUXFWXUHV�DOVR��,Q�SDUWLFXODU��ZDJHV�DUH�HTXDO� WR
WKH� YDOXH� RI�PDUJLQDO� SURGXFWV�ZKHQHYHU�ZDJHV� DUH� GHULYHG� IURP� WKH� ODERXU
GHPDQG�FXUYH��)LJXUH���D�VKRZV�WKDW�WKLV�LV�WKH�VLWXDWLRQ�LQ�WKH�FODVVLFDO�FDVH�RI
FRPSHWLWLYH�IDFWRU�PDUNHWV��%XW�)LJXUH���E�VKRZV�WKDW�LW�LV�DOVR�WKH�VLWXDWLRQ�LQ
DQ�DOWHUQDWLYH�WR�D�FRPSHWLWLYH�WKHRU\�RI�IDFWRU�PDUNHWV��QDPHO\��WKH�WKHRU\�RI
PRQRSRO\�� ,I�ZDJHV�DUH�VHW�E\�D�PRQRSRO\�XQLRQ�� WKHQ�WKH�XQLRQ�ZLOO� UHVWULFW
WKH�DPRXQW�RI�DYDLODEOH�ODERXU�VR�DV�WR�LQFUHDVH�WKH�DYHUDJH�ZDJH��,W�ZLOO�GULYH
ILUPV� WR� WKH� OHYHO�RQ� WKH� ODERXU� GHPDQG� FXUYH� ZKHUH� SURILWV� DUH�PD[LPL]HG�
7KHUHIRUH�� ERWK� ZDJHV� DQG� HPSOR\PHQW� FDQ� EH� UHDG� RII� WKH� ODERXU� GHPDQG
FXUYH��DQG�ZDJHV�ZLOO�UHIOHFW�PDUJLQDO�SURGXFWV�

$QRWKHU� WKHRU\� RI� ODERXU� GHPDQG²WKDW� RI� PRQRSVRQ\� PDUNHWV�� ZKHUH� RQH
ODUJH�ILUP�PDQLSXODWHV�LWV�OHYHO�RI�GHPDQG�WR�ORZHU�WKH�OHYHO�RI�ZDJHV²ZRXOG
DSSHDU�WR�EH�PRUH�SUREOHPDWLF�IRU�RXU�K\SRWKHVLV��7KLV�FDVH�LV�VKRZQ�LQ�)LJXUH
��F�� ZKHUH� LW� LV� FOHDU� WKDW� XQGHU� PRQRSVRQ\� WKH� HTXLOLEULXP� ZDJHV� DQG
TXDQWLWLHV�FDQQRW�EH�DVVXPHG�WR�OLH�RQ�WKH�GHPDQG�FXUYH��EHFDXVH�WKH�ILUP�KDV
WKH� SRZHU� WR� UHVWULFW� GHPDQG� VR� DV� WR� SXVK�ZDJHV� WR� WKH� OHYHO� RQ� WKH� VXSSO\
FXUYH� WKDW� LV� FRQVLVWHQW� ZLWK� SURILW� PD[LPL]DWLRQ�� +RZHYHU�� LW� FDQ� EH
HVWDEOLVKHG�WKDW��IRU�WKH�FDVH�RI�D�PRQRSVRQLVWLF�ODERXU�PDUNHW�DQG�DQ�LVROHDVWLF
ODERXU� VXSSO\� FXUYH�� REVHUYHG� IDFWRU� VKDUHV� ZLOO� VWLOO� UHIOHFW� WKH� UDWLR� RI
PDUJLQDO�SURGXFWV����7KH�OHYHO�RI�ZDJHV�ZLOO�EH�ORZHU�WKDQ�LQ�WKH�FRPSHWLWLYH
FDVH��EXW�RQO\�E\�D�IDFWRU�RI�SURSRUWLRQDOLW\��)DFWRU�VKDUHV�ZLOO�DOVR�EH�ORZHU�
EXW�WKH�HIIHFW�RI�DQ�LQFUHDVH�LQ�IDFWRU�UDWLRV�RQ�FDSLWDO�VKDUHV�ZLOO�EH�WKH�VDPH�
DQG�RXU�FDOFXODWLRQV�DERYH�ZLOO�UHPDLQ�YDOLG�

$�IXUWKHU�REMHFWLRQ�WKDW�FRXOG�EH�SRVHG�DJDLQVW�RXU�DQDO\VLV�LV�WKDW� LW�DVVXPHV
DZD\� LQVWLWXWLRQDO� LQIOXHQFHV� RQ� WKH� FDSLWDO� VKDUH�� H[SUHVVLQJ� LW� SXUHO\� DV� WKH
UHVXOW�RI�PDUNHW�LQWHUDFWLRQV��+RZHYHU��ZH�KDYH�QRW�DUJXHG�LQ�WKLV�VHFWLRQ�WKDW
WKH� HYROXWLRQ� RI� FDSLWDO� VKDUHV� FDQ� EH� WRWDOO\� XQGHUVWRRG� DV� WKH� RXWFRPH� RI
PDUNHW�SURFHVVHV��ZH�KDYH�RQO\�DUJXHG�WKDW�LW�FDQ�EH�VR�XQGHUVWRRG�FRQGLWLRQDO
RQ�H[LVWLQJ� IDFWRU�UDWLRV��:H�ZLOO� DUJXH� WKDW� LQVWLWXWLRQDO� DQG�SROLWLFDO� IDFWRUV
KDYH�DQ�LPSRUWDQW�UROH�LQ�WKH�GHWHUPLQDWLRQ�RI�IDFWRU�UDWLRV�

7KH�REMHFWLRQ�LV��KRZHYHU��FRUUHFW�LQ�WKDW�ZH�DVVXPH�DZD\�WKH�HIIHFW�RI�FKDQJHV
LQ� PDUNHW� VWUXFWXUH� RQ� PRYHPHQWV� LQ� WKH� FDSLWDO� VKDUH�� $Q� DOWHUQDWLYH

������������������������������������������
���7KLV�SURRI�LV�LQ�DQ�XQSXEOLVKHG�DSSHQGL[��DYDLODEOH�IURP�WKH�DXWKRU�XSRQ�UHTXHVW�
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LQWHUSUHWDWLRQ� RI� WKH� REVHUYHG� EHKDYLRXU� LQ� FDSLWDO� VKDUHV�ZRXOG� SRLQW� WR� WKH
GHWHULRUDWLRQ� LQ� ODERXU� XQLRQV
� SROLWLFDO� FORXW� GXULQJ� WKH� ����V� DQG� ����V�
ZKLFK� ZH� GLVFXVV� LQ� GHSWK� LQ� 6HFWLRQ� ��� :H� YLHZ� VXFK� D� K\SRWKHVLV� DV
FRPSOHPHQWDU\�WR�RXUV�

,QGHHG��LW�LV�YHU\�GLIILFXOW�WR�WHOO�WKH�GLIIHUHQFH�EHWZHHQ�FDXVH�DQG�HIIHFW�ZKHQ
GLVFXVVLQJ� ODERXU
V� ORVV� RI� SROLWLFDO� SRZHU�� 2Q� WKH� RQH� KDQG�� IDOOLQJ� ODERXU
VKDUHV�DUH�OLNHO\�WR�EH�DW�OHDVW�LQ�SDUW�FDXVHG�E\�WKH�IDOO�LQ�WKH�FDSDFLW\�RI�ODERXU
WR�PRELOL]H�SROLWLFDOO\��2Q� WKH�RWKHU�KDQG�� IDOOLQJ� ODERXU� VKDUHV� OHDG� WR� ORZHU
ODERXU� LQFRPHV� DQG�� WKHUHIRUH�� WR� D� VPDOOHU� FDSDFLW\� RI� ODERXU� WR� PRELOL]H
HFRQRPLF�UHVRXUFHV�IRU� WKH�SROLWLFDO�DUHQD����:KDW�ZH�GR� LQ� WKLV�VHFWLRQ�LV� WR
LGHQWLI\�RQH�UHDVRQ�EHKLQG�ODERXU
V�ORVV�RI�SROLWLFDO�SRZHU²FKDQJHV� LQ� IDFWRU
UDWLRV�WKDW�SURGXFHG�IDOOLQJ�ODERXU�VKDUHV²EXW�ZH�UHFRJQL]H� WKDW�RWKHU�FDXVHV
PD\�KDYH�OHG�WR�WKH�IDOO�LQ�ODERXU
V�FDSDFLW\�IRU�SROLWLFDO�PRELOL]DWLRQ��VXFK�DV
H[RJHQRXVO\�LPSRVHG�OLEHUDOL]DWLRQ�SROLFLHV�DQG�WKH�EURDGHU�LGHRORJLFDO�ORVV�RI
GLUHFWLRQ�RI�WKH�/DWLQ�$PHULFDQ�OHIW�

����� )DFWRU�UDWLRV

:H�UHWXUQ�QRZ�WR�RXU�PDLQ�DUJXPHQW��:H�KDYH�GLVFXVVHG�DERYH�WKDW��ZLWK�DQ
HODVWLFLW\� RI� VXEVWLWXWLRQ� QRW� WRR� GLIIHUHQW� IURP� ���� WKH� REVHUYHG� HYROXWLRQ� RI
FDSLWDO� VKDUHV� LV� FRQVLVWHQW� ZLWK� WKH� K\SRWKHVLV� WKDW� IDFWRU� SULFHV� DUH
SURSRUWLRQDO�WR�WKHLU�PDUJLQDO�SURGXFWV��JLYHQ�REVHUYHG�IDFWRU�UDWLRV��7KLV�OLQH
RI� UHDVRQLQJ� WKXV� SRLQWV� WR� WKH� OHYHOV� RI� KXPDQ� DQG� SK\VLFDO� FDSLWDO� DV� WKH
YDULDEOHV� RI� LQWHUHVW�� ,I� H[LVWLQJ� SDWWHUQV� LQ� WKH� DFFXPXODWLRQ� RI� SK\VLFDO� DQG
KXPDQ� FDSLWDO� DUH� FRQVLVWHQW� ZLWK� WKH� HYROXWLRQ� RI� FDSLWDO� VKDUHV�� WKHQ� ZH
VKRXOG�EH�DVNLQJ�ZKDW�GHWHUPLQHV� WKH�SDWWHUQV�RI�KXPDQ�DQG�SK\VLFDO� FDSLWDO
DFFXPXODWLRQ��,Q�SDUWLFXODU��ZK\�GLG�WKH�UDWLR�RI�SK\VLFDO�WR�KXPDQ�FDSLWDO�GURS
VR�VWHDGLO\�GXULQJ�WKH���������SHULRG"

$QDO\WLFDOO\�� WKLV� TXHVWLRQ� FDQ� EH� VHSDUDWHG� LQWR� WZR� GLVWLQFW� TXHVWLRQV�� 7KH
ILUVW�RQH�UHJDUGV�WKH�HYROXWLRQ�RI�WKH�VWRFN�RI�SK\VLFDO�FDSLWDO�SHU�ZRUNHU�VKRZQ
LQ�)LJXUH�����:K\�GLG�LW�KDYH�DQ�LQYHUWHG�8�EHKDYLRXU��ULVLQJ�GXULQJ�WKH�����V
DQG�IDOOLQJ�GXULQJ�WKH�����V�DQG�����V"�7KH�VHFRQG�RQH�UHJDUGV�WKH�HYROXWLRQ
RI�PHDQ� \HDUV� RI� VFKRROLQJ� VKRZQ� LQ�7DEOH� ���:K\� GLG� KXPDQ� FDSLWDO� JURZ
VWHDGLO\�GXULQJ�WKH�����V�DQG�WKHQ�VWDELOL]H�DQG�IDOO�GXULQJ�WKH�����V"�:H�QRZ
DWWHPSW�WR�DQVZHU�WKHVH�TXHVWLRQV�

������������������������������������������
���3LQHGD�DQG�5RGUtJXH]��������GHYHORS�WKLV�H[SODQDWLRQ�LQ�GHWDLO��7KH\�VKRZ�IRU�D�SDQHO�RI
��� FRXQWULHV� WKDW� FDSLWDO� VKDUHV� DUH� QHJDWLYHO\� DVVRFLDWHG� ZLWK� WKH� FDSDFLW\� RI� WKH� ODERXU
VHFWRU�WR�SUHVVXUH�IRU�JUHDWHU�DPRXQWV�RI�UHGLVWULEXWLRQ�DQG�LQYHVWPHQW�LQ�KXPDQ�FDSLWDO�



��

��� 3DWWHUQV�RI�SK\VLFDO�FDSLWDO�DFFXPXODWLRQ

6XSSRVH�D�FRXQWU\�H[SHULHQFHV�D�ERRP�LQ�QDWXUDO�UHVRXUFHV��:KDW�LV�OLNHO\�WR�EH
WKH�HIIHFW�RI� WKDW�ERRP�RQ� WKH� FRXQWU\
V�SDWWHUQV�RI� FDSLWDO� DFFXPXODWLRQ"�7R
DQVZHU��ZH�QHHG�D�PRGHO�RI�WKH�LQWHUDFWLRQ�RI�QDWXUDO�UHVRXUFHV�DQG�HFRQRPLF
JURZWK�� 7KH� VWDQGDUG�5DPVH\�PRGHO� LV� QRW�ZHOO� VXLWHG� WR� VWXG\� DQ� HFRQRP\
ZLWK�QRQ�UHQHZDEOH�QDWXUDO�UHVRXUFHV�EHFDXVH�DOO� IDFWRUV�RI�SURGXFWLRQ�LQ� WKLV
PRGHO� DUH� DVVXPHG� WR� EH� UHSURGXFLEOH�� $� VLPSOH� ZD\� WR� LQFRUSRUDWH� QDWXUDO
UHVRXUFHV� LQWR� WKH� 5DPVH\� PRGHO� ZRXOG� EH� WR� FRQVLGHU� WKHP� DV� D� VWRFN� RI
UHVRXUFHV�WKDW�FDQ�EH�VROG�DW�JLYHQ�ZRUOG�SULFHV�DQG�H[FKDQJHG�IRU�LQYHVWPHQW
JRRGV�� ,Q� VXFK� D� PRGHO�� RQH� FRXOG� VWXG\� WKH� RSWLPDO� GHFLVLRQV� RI� IDFWRU
DFFXPXODWLRQ� DQG� UHVRXUFH� GHSOHWLRQ� DQG� GHULYH� WKH� PDFURHFRQRPLF
LPSOLFDWLRQV�

5RGUtJXH]�DQG�6DFKV� �������SUHVHQW� VXFK�D�PRGHO�� ,Q� WKHLU� LQWHUSUHWDWLRQ�� WKH
HFRQRP\� LV� LGHQWLFDO� WR� WKDW� RI� D� 5DPVH\� PRGHO�� VDYH� IRU� RQH� DGGLWLRQDO
GHFLVLRQ��KRZ�WR�GHSOHWH�DQ�H[LVWLQJ�QDWXUDO�UHVRXUFH��$W�HYHU\�PRPHQW�LQ�WLPH�
WKH� HFRQRP\� PXVW� GHFLGH� KRZ� PXFK� RI� WKH� UHVRXUFH� WR� H[WUDFW� DQG� VHOO� LQ
LQWHUQDWLRQDO�PDUNHWV�DQG�KRZ�PXFK�WR�NHHS�IRU�IXWXUH�XVH��JLYHQ�D�WHFKQRORJ\
RI�H[WUDFWLRQ�

,I� WKHUH� DUH�SHUIHFW� LQWHUQDWLRQDO� FUHGLW�PDUNHWV�� WKHQ� WKH�RSWLPDO�GHFLVLRQ� IRU
WKH� HFRQRP\� LV� WR� VHOO� LWV� QDWXUDO� UHVRXUFH� LQWHUQDWLRQDOO\� DQG� SHUPDQHQWO\
FRQVXPH�WKH�LQWHUHVW�RQ�WKH�DVVHWV�GHULYHG�IURP�WKDW�VDOH����,I�WKLV�DOWHUQDWLYH�LV
QRW� RSHQ�� WKHQ� WKH� HFRQRP\�ZLOO� LQYHVW� WKH� UHVRXUFHV� LQWHUQDOO\�� JHQHUDWLQJ� D
ERRP�LQ�SURGXFWLRQ��$V�LW� LQYHVWV�WKHP�� LW� IRUFHV�GRZQ�WKH�PDUJLQDO� UHWXUQ� WR
FDSLWDO�DQG�WKHUHIRUH�SURYRNHV�D�FRQVXPSWLRQ�ERRP�

7KH�NH\�IHDWXUH�RI�WKLV�ERRP�LV�WKDW�LW�LV�XQVXVWDLQDEOH�LQ�WKH�ORQJ�UXQ��8QOLNH
WKH� IDFWRUV� RI� SURGXFWLRQ� RI� WKH� VWDQGDUG� 5DPVH\� PRGHO�� QDWXUDO� UHVRXUFHV
FDQQRW� EH� DFFXPXODWHG� HLWKHU� H[RJHQRXVO\�� RU� WKURXJK� VDYLQJV� GHFLVLRQV�
7KHUHIRUH��WKH\�FDQQRW�JURZ�DW�D�FRQVWDQW�UDWH�LQ�D�VWHDG\�VWDWH��DV�FDSLWDO�DQG
ODERXU� GR��7KH\� FDQ�� KRZHYHU�� DOORZ� WKH� HFRQRP\� WR� HQMR\� WHPSRUDULO\� KLJK
OHYHOV�RI�FRQVXPSWLRQ�GXULQJ�WKH�WUDQVLWLRQ�WR�WKH�ORQJ�UXQ�VWHDG\�VWDWHV��7KLV�LV
ZKDW� 5RGUtJXH]� DQG� 6DFKV� WHUP� WKH� 
RYHUVKRRWLQJ
� UHVXOW�� DV� WKH� HFRQRP\
JURZV��LI�WKH�VWRFN�RI�QDWXUDO�UHVRXUFHV�LV�VXIILFLHQWO\�ODUJH��WKHQ�WKH�HFRQRP\
VXUSDVVHV�LQ�ILQLWH�WLPH�LWV�ORQJ�UXQ�VWHDG\�VWDWH�OHYHO��+RZHYHU��DV�WLPH�SDVVHV�
WKH� OHYHO� RI� LQFRPH� RI� WKH� HFRQRP\� PXVW� FRQYHUJH� WR� LWV� ORQJ�UXQ� VWHDG\

������������������������������������������
���$IWHU�LQYHVWLQJ�WKH�VXP�RI�UHVRXUFHV�QHFHVVDU\�WR�DXJPHQW�LWV�FDSLWDO�VWRFN�VR�DV�WR�MXPS
WR�WKH�VWHDG\�VWDWH�OHYHO��DVVXPLQJ�QR�DGMXVWPHQW�FRVWV�



��

VWDWH���� 7KHUHIRUH�� WKH� HFRQRP\� FRQYHUJHV� IURP� DERYH� WR� LWV� VWHDG\� VWDWH�
GLVSOD\LQJ�QHJDWLYH�JURZWK�UDWHV�GXULQJ�WKH�WUDQVLWLRQ�WR�WKLV�VWDWH�

5RGUtJXH]� DQG� 6DFKV� XVH� WKLV� IDFW� WR� DFFRXQW� IRU� WKH� ORZ� JURZWK� UDWHV� RI
UHVRXUFH�LQWHQVLYH�HFRQRPLHV�GRFXPHQWHG�E\�6DFKV�DQG�:DUQHU� ��������*HOE
������� DQG� .DUO� �������� 7KH\� DOVR� FDOLEUDWH� D� G\QDPLF� FRPSXWDEOH� JHQHUDO
HTXLOLEULXP�PRGHO� IRU� WKH�9HQH]XHODQ�HFRQRP\�DQG�VKRZ�WKDW� WKH�HFRQRP\
V
JURZWK� SHUIRUPDQFH� GXULQJ� WKH� ERRP� \HDUV� LV� TXDQWLWDWLYHO\� DFFRXQWHG� IRU
DFFXUDWHO\�E\�WKH�RYHUVKRRWLQJ�SKHQRPHQRQ�

FIGURE 15
CAPITAL STOCK PER WORKER, K/L: OVERSHOOTING MODEL

)LJXUHV� ��� DQG� ��� VKRZ� WKH� EHKDYLRXU� RI� WKH� SHU� FDSLWD� FDSLWDO� VWRFN� DQG
LQYHVWPHQW� UDWHV� LPSOLHG� E\� WKH� QDWXUDO� UHVRXUFHV� PRGHO� RI� 5RGUtJXH]� DQG
6DFKV� FDOLEUDWHG� IRU� WKH�9HQH]XHODQ� HFRQRP\� LQ� ��������� ,Q� SDUWLFXODU�� WKH\
VKRZ�WKDW� WKH�ERRP�LQ�FDSLWDO�DFFXPXODWLRQ�FDQ�EH�ZHOO�DFFRXQWHG�IRU�E\� WKH
RYHUVKRRWLQJ� SKHQRPHQRQ�� GXULQJ� WKH� HDUO\� \HDUV� RI� WKH� ERRP� WKH� HFRQRP\
DFFXPXODWHV� UDSLGO\� D� FDSLWDO� VWRFN� ZKLFK� LV� XQVXVWDLQDEOH� LQ� WKH� ORQJ� UXQ�
7KHUH�LV�QRWKLQJ�QRQ�RSWLPL]LQJ�DERXW�WKLV�EHKDYLRXU��LW�LV�FRPSOHWHO\�RSWLPDO
WR�WU\�WR�HQMR\�WKH�KLJKHU�XWLOLW\�ZKLFK�QDWXUDO�UHVRXUFHV�FDQ�SURYLGH�ZKLOH�WKH\
ODVW��$V� WKH� ERRP� DGYDQFHV�� WKH�PDUJLQDO� SURGXFW� RI� FDSLWDO� LV� SXVKHG� GRZQ
VXIILFLHQWO\� ORZ� WR� FDXVH� GLVLQFHQWLYHV� WR� IXUWKHU� LQYHVWPHQW�� 7KLV� IDFW�

������������������������������������������
���:LWK�SRVLWLYH�SRSXODWLRQ�JURZWK��WKH�SHU�FDSLWD�OHYHO�RI�QDWXUDO�UHVRXUFHV�LV�]HUR��DQG�WKXV
LWV�VWHDG\�VWDWH�PXVW�EH�WKH�VDPH�DV�WKDW�RI�DQ�HFRQRP\�ZLWKRXW�QDWXUDO�UHVRXUFHV�
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FRPELQHG� ZLWK� WKH� FRQWLQXRXV� HURVLRQ� RI� WKH� QDWXUDO� UHVRXUFHV� LQ� SHU� FDSLWD
WHUPV�� OHDGV� WR�D� IDOO� LQ� WKH�SHU� FDSLWD� FDSLWDO� VWRFN��$V�)LJXUH���� VKRZV�� WKH
SUHGLFWHG�WUHQGV�ILW�ZHOO�ZLWK�WKH�KLVWRULFDOO\�REVHUYHG�WUHQGV�LQ�WKH�9HQH]XHODQ
HFRQRP\��7KHUHIRUH�� WKH� SDWWHUQ� LQ� SK\VLFDO� FDSLWDO� DFFXPXODWLRQ� LV� SHUIHFWO\
FRQVLVWHQW�ZLWK�WKH�SUHGLFWLRQV�RI�D�WKHRUHWLFDO�PRGHO�

FIGURE 16
INVESTMENT RATE, I, IN OVERSHOOTING MODEL

��� 3DWWHUQV�RI�KXPDQ�FDSLWDO�DFFXPXODWLRQ

$V�GLVFXVVHG� DERYH�� DQ� RSWLPL]LQJ�PRGHO�ZLWK� QDWXUDO� UHVRXUFHV� FDQ� DFFRXQW
VDWLVIDFWRULO\� IRU� WKH� HYROXWLRQ� RI� 9HQH]XHOD
V� VWRFN� RI� SK\VLFDO� FDSLWDO�
+RZHYHU��LW�LV�XQOLNHO\�WR�DFFRXQW�VDWLVIDFWRULO\�IRU�FKDQJHV�LQ�WKH�DFFXPXODWLRQ
RI� KXPDQ� FDSLWDO�� $OWKRXJK� KXPDQ� FDSLWDO� VWDUWHG� IDOOLQJ� LQ� ������ WKHUH� LV
QRWKLQJ� LQ� WKLV� WR� DSSUR[LPDWH� WKH� FROODSVH� LQ� SK\VLFDO� FDSLWDO�� ,QGHHG�� WKH
ULVLQJ�FDSLWDO�VKDUH�LV�SUHFLVHO\�GULYHQ�E\�WKH�IDFW�WKDW�KXPDQ�FDSLWDO��\HDUV�RI
VFKRROLQJ�WLPHV�SRSXODWLRQ�JURZWK��NHSW�RQ�JURZLQJ��ZKLOH�WKH�SK\VLFDO�FDSLWDO
VWRFN�UHPDLQHG�URXJKO\�FRQVWDQW�IURP�WKH�HDUO\�����V�RQ��JHQHUDWLQJ�D�IDOO� LQ
WKH�UDWLR�RI�SK\VLFDO�WR�KXPDQ�FDSLWDO���)XUWKHUPRUH��WKH�VWRFN�RI�KXPDQ�FDSLWDO
LV�OLNHO\�WR�UHDFW�ZLWK�VLJQLILFDQW�ODJV�WR�LQYHVWPHQW�LQ�KXPDQ�FDSLWDO��VR�WKDW�WKH
FDXVHV�RI�WKH�GHWHULRUDWLRQ�RI�KXPDQ�FDSLWDO�LQ�WKH�ODWH�����V�DUH�OLNHO\�WR�UHVLGH
LQ�D�IDOO�LQ�LQYHVWPHQW�UDWHV�GXULQJ�WKH�����V�RU�HDUOLHU�
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FIGURE 17
SOCIAL SPENDING AS A PERCENTAGE OF GNP, 1962-96

)LJXUH����SORWV�WKH�WLPH�VHULHV�RI�KHDOWK�DQG�HGXFDWLRQDO�VSHQGLQJ�LQ�*13�IURP
����� WR� ������ 7KHVH� VHULHV� VKRZ� OHYHOV� RI� VRFLDO� VSHQGLQJ� ZKLFK� ZHUH�
JHQHUDOO\� VSHDNLQJ�� ULVLQJ� GXULQJ� WKH� ����V� DQG� ����V� DQG� VWDEOH� GXULQJ� WKH
����V�DQG�����V��:H�SORW�WZR�VHULHV�IRU�HGXFDWLRQ��RQH�FDOFXODWHG�GLUHFWO\�IURP
9HQH]XHODQ� RIILFLDO� VWDWLVWLFV� DQG� DQRWKHU� FDOFXODWHG� E\� 81(6&2�� ERWK� RI
ZKLFK�FRLQFLGH�LQ�WKH�JHQHUDO�SDWWHUQ�RI�VWDELOL]DWLRQ�RI�VRFLDO�VSHQGLQJ�LQ�*13
IURP������RQ��)LJXUH����JLYHV�HYLGHQFH�RI�VWDELOL]DWLRQ�LQ�WKH�OHYHOV�RI�VRFLDO
VSHQGLQJ��EXW�QRW�RI�D�FROODSVH�LQ�WKHVH�OHYHOV�

+RZHYHU�� 7DEOH� �� VKRZV� DQRWKHU� VLGH� RI� WKH� SURFHVV�� 'HVSLWH� ULVLQJ� UDWHV� RI
LQYHVWPHQW� LQ� KXPDQ� FDSLWDO� GXULQJ� WKH� ����V� DQG� ����V�� WKH� DPRXQW� RI
UHVRXUFHV� WKDW� ZHUH� EHLQJ� GHYRWHG� WR� SULPDU\� DQG� VHFRQGDU\� VFKRROLQJ� ZDV
DFWXDOO\�GHFOLQLQJ����'XULQJ�WKLV�SHULRG��WKH�IUDFWLRQ�RI�*13�GHYRWHG�WR�WHUWLDU\
HGXFDWLRQ�PRUH� WKDQ� GRXEOHG�� ,Q� RWKHU�ZRUGV�� VSHQGLQJ�PD\� KDYH� VWDELOL]HG�
EXW�LW�DOVR�EHFDPH�PRUH�UHJUHVVLYH�

������������������������������������������
��� ����� LV� WKH� ODVW� \HDU� IRU� ZKLFK� WKHUH� DUH� VHSDUDWH� GDWD� RQ� SULPDU\� DQG� VHFRQGDU\
VFKRROLQJ��7KH�GDWD�VKRZ�WKDW�SULPDU\�VFKRROLQJ�DV�D�VKDUH�RI�*'3�IHOO�IURP������SHU�FHQW�LQ
�����WR������SHU�FHQW�LQ������
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TABLE 4
SPENDING ON EDUCATION AS A % OF GNP, BY LEVEL (UNESCO)

Primary and
secondary

Tertiary Non-distributed Total

1970 2.59 1.12 0.37 4.08
1975 2.21 2.01 0.08 4.30
1980 1.91 2.07 0.24 4.23
1994 2.04 2.40 0.19 4.63

Source: UNESCO (1999) Education Spending Data File, Electronic File.

7KHUH� LV� VNHWFK\� HYLGHQFH� WKDW� VRPHWKLQJ� VLPLODU� PD\� KDYH� KDSSHQHG� LQ� WKH
KHDOWK�VHFWRU��'HVSLWH�WKH�LQFUHDVHG�VSHQGLQJ�LQ�KHDOWK�VKRZQ�LQ�)LJXUH�����WKH
QXPEHU�RI�KRVSLWDOV�SHU���������SHRSOH�IHOO�IURP�����WR�����IURP������WR������
DQG� WKH� QXPEHU� RI� EHGV� SHU� �������� SHRSOH� GHFOLQHG� IURP� ���� WR� ����� 7KH
SHUFHQWDJH�RI�SRSXODWLRQ�ZLWK�VDIH�ZDWHU�URVH�IURP����SHU�FHQW�WR����SHU�FHQW�RI
WKH�WRWDO�IURP������WR������DQG�WKHQ�GURSSHG�WR����SHU�FHQW�E\�������ZKLOH�WKH
SHUFHQWDJH� ZLWK� DFFHVV� WR� VDQLWDWLRQ� IROORZHG� D� VLPLODU� SDWWHUQ�� ULVLQJ� LQ� WKH
����V� WR� ��� SHU� FHQW� RQO\� WR� GURS� WR� ��� SHU� FHQW� E\� ������ 0DOQXWULWLRQ
SUHYDOHQFH��DV�PHDVXUHG�E\�WKH�SHUFHQWDJH�RI�FKLOGUHQ�XQGHU���ZKRVH�KHLJKW�LV
OHVV� WKDQ� WZR�VWDQGDUG�GHYLDWLRQV� IURP� WKH�PHGLDQ�86�SRSXODWLRQ��ZHQW� IURP
����SHU�FHQW�LQ������WR������SHU�FHQW�LQ�������7KHUHIRUH��GHVSLWH�FRQVWDQW�OHYHOV
RI� LQYHVWPHQW� LQ� KXPDQ� FDSLWDO� DV� D� SHUFHQWDJH� RI� *13� IURP� WKH� ����V� RQ�
LQGLFDWRUV�RI�KHDOWK�SHUIRUPDQFH�KDYH�ZHDNHQHG�FRQVLGHUDEO\��VXJJHVWLQJ�WKDW
WKHUH� KDV� EHHQ� DQ� LQFUHDVH� LQ� WKH� LQHIILFLHQF\� RI� KHDOWK� SURYLVLRQ�� 7KLV
LQHIILFLHQF\�FRXOG�DULVH��DV�LQ�WKH�HGXFDWLRQ�VHFWRU��EHFDXVH�KLJKHU�DPRXQWV�RI
VSHQGLQJ� DUH� EHLQJ� GHYLDWHG� WRZDUGV� XSSHU� LQFRPH� JURXSV�� 7KH\� FRXOG� DOVR
DULVH� EHFDXVH� RI� LQFUHDVHG� UHQW�VHHNLQJ� LQ� WKH� KHDOWK� VHFWRU�� :KDWHYHU� WKH
UHDVRQ��ZKDW�LV�FOHDU�IRU�RXU�SXUSRVHV�LV�WKDW�WKHUH�ZDV�D�FROODSVH�LQ�WKH�OHYHOV
RI� HIIHFWLYH� LQYHVWPHQW� LQ� KXPDQ� FDSLWDO� WKDW� IXHOHG� WKH� GHFOLQH� LQ� KXPDQ
FDSLWDO�REVHUYHG�GXULQJ�WKH�ODWH�����V�

$Q�DOWHUQDWLYH�K\SRWKHVLV�LV�WKDW�PXFK�RI�WKH�IDOO�LQ�WKH�VWRFN�RI�KXPDQ�FDSLWDO
ZDV� GULYHQ� E\� WKH� HIIHFW� RI� PDFURHFRQRPLF� SROLFLHV�� /XVWLJ� ������� DQG
%HKUPDQ��'XU\HD�DQG�6]HNHO\��������KDYH�UHFHQWO\�IRXQG�WKDW�PDFURHFRQRPLF
FULVHV�KDYH�ORQJ�UXQ�LPSDFWV�RQ�WKH�VWRFN�RI�KXPDQ�FDSLWDO��,Q�SDUWLFXODU��VWURQJ
PDFURHFRQRPLF� FRQWUDFWLRQV� UDLVH� OHYHOV� RI� PDOQXWULWLRQ� DQG� OHDG� WR
VXEVWDQWLDOO\� ORZHU� VFKRRO� HQUROPHQW� UDWHV�� 7KH� UHVXOW� FDQ� EH� QHJDWLYH� ORQJ�
OLYHG�RU�HYHQ�SHUPDQHQW�HIIHFWV�RQ�WKH�VWRFN�RI�KXPDQ�FDSLWDO�

)HHGEDFN� HIIHFWV� PD\� H[LVW� IURP� WKH� GHWHULRUDWLRQ� LQ� WKH� FDSLWDO� VKDUH� WR
LQYHVWPHQW�LQ�KXPDQ�FDSLWDO��*LYHQ�WKH�KLJK�FRUUHODWLRQ�EHWZHHQ�RZQHUVKLS�RI
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KXPDQ�DQG�RI�SK\VLFDO�FDSLWDO��LW�PD\�ZHOO�EH�WKH�FDVH�WKDW�WKRVH�ZKR�RZQ�WKH
PRVW� KXPDQ� FDSLWDO� DOVR� RZQ� WKH� PRVW� SK\VLFDO� FDSLWDO�� +RZHYHU�� KLJKHU
LQYHVWPHQW�LQ�KXPDQ�FDSLWDO²HVSHFLDOO\�LQ�SULPDU\�HGXFDWLRQ²ZRXOG�OHDG�WR
DQ�H[SDQVLRQ�RI�WKH�KXPDQ�FDSLWDO�RI�LQGLYLGXDOV�ZKR�KDYH�OLWWOH�KXPDQ�FDSLWDO�
7KLV�FRXOG�KDYH�D�VWURQJ�QHJDWLYH�HIIHFW�RQ�WKH�YDOXH�RI�WKH�KXPDQ�FDSLWDO�RI
WKRVH�ZKR� DOUHDG\� KDYH� KLJK� OHYHOV� RI� KXPDQ� FDSLWDO�� 7KHUHIRUH�� WKHVH� HOLWHV
ZRXOG� VHH� WKHLU� LQWHUHVW� LQ� UHVWULFWLQJ� WKH� RZQHUVKLS� RI� KXPDQ� FDSLWDO�� DQG� D
KLJKHU�VKDUH�RI�SK\VLFDO�FDSLWDO�LQ�*'3�PD\�JLYH� WKHP�WKH�XSSHU�KDQG�LQ� WKH
SROLWLFDO�SURFHVV�E\�UDLVLQJ�WKH�HFRQRPLF�UHVRXUFHV�WKDW�WKH\�KDYH�WR�LQIOXHQFH
SROLWLFV�� 6XFK� DQ� LQWHUSUHWDWLRQ� ZRXOG� EH� FRQVLVWHQW� ZLWK� WKH� SDWWHUQ� RI
GHWHULRUDWLRQ�LQ�KXPDQ�FDSLWDO�DFFXPXODWLRQ��PRUH� LQYHVWPHQW� LQ� WHUWLDU\�� OHVV
RQ� VHFRQGDU\� DQG� SULPDU\��� DV� ZHOO� DV� WKH� LQFUHDVH� LQ� WKH� ODERXU� *LQL
FRHIILFLHQWV�REVHUYHG�LQ�WKH�ODWH�����V�

,Q� VXP�� D� PL[� RI� HFRQRPLF� DQG� SROLWLFDO� IDFWRUV� VHHPV� WR� DFFRXQW� IRU� WKH
HYROXWLRQ�RI�WKH�REVHUYHG�IDFWRU�UDWLRV��2Q�WKH�HFRQRPLF�VLGH��D�JUHDW�SDUW�RI�WKH
WUHQGV� LQ�SK\VLFDO�FDSLWDO�DFFXPXODWLRQ�DSSHDU�WR�EH�D�QDWXUDO�FRQVHTXHQFH�RI
WKH�UHVRXUFH�ERRP��%XW�WKLV�FDQQRW�H[SODLQ� WKH�ZKROH�VWRU\�ZLWKRXW�DSSHDOLQJ
WR� WKH� EHKDYLRXU� RI� KXPDQ� FDSLWDO� DFFXPXODWLRQ�� 7KH� VWRFN� RI� KXPDQ� FDSLWDO
JUHZ�VWHDGLO\�XQWLO� WKH�PLG�����V�DQG�KDV� IDOOHQ�VLQFH�� WKLV� IDOO�DSSHDUV� WR�EH
OLQNHG�WR�WKH�ZDQLQJ�FDSDFLW\�RI� WKH�SROLWLFDO�V\VWHP�WR�NHHS�XS�D�VXIILFLHQWO\
KLJK�OHYHO�RI�SURJUHVVLYH�KXPDQ�FDSLWDO�DFFXPXODWLRQ��SHUKDSV�GXH�WR�FKDQJHV
LQ� WKH� SROLWLFDO� FORXW� RI� WKH� JURXSV� ZLWK� DQ� LQWHUHVW� LQ� KXPDQ� FDSLWDO
DFFXPXODWLRQ���

������������������������������������������
���+RZ�FDQ�RXU�VWRU\�EH�PDGH�FRQVLVWHQW�ZLWK�WKH�HYROXWLRQ�RI�ZDJH�LQHTXDOLW\�REVHUYHG�LQ�)LJXUH
�"�6KRXOGQ
W�ZH�H[SHFW�VLPLODU�SDWWHUQV�WR�WKRVH�REVHUYHG�LQ�FDSLWDO�VKDUHV�WR�DSSHDU�LQ�WKH�HYROXWLRQ
RI�ZDJH�LQHTXDOLW\"�,VQ
W�WKH�IDFW�WKDW�ZDJH�LQHTXDOLW\�LV�EDVLFDOO\�WUHQGOHVV�RYHU�WKH�SHULRG�RI�VWXG\
LQFRQVLVWHQW� ZLWK� RXU� DQDO\VLV"�0RVW� H[LVWLQJ� HYLGHQFH� VXJJHVWV� WKDW� WKH� HODVWLFLW\� RI� VXEVWLWXWLRQ
DPRQJ� GLIIHUHQW� W\SHV� RI� ODERXU� LV� VXEVWDQWLDOO\� KLJKHU� WKDQ� WKDW� EHWZHHQ� FDSLWDO� DQG� ODERXU�� )RU
H[DPSOH��IRU�WKH�86��WKH�FRQVHQVXV�LV�WKDW�WKH�ORQJ�UXQ�QHDU�FRQVWDQF\�RI�FDSLWDO�VKDUHV�LV�FRQVLVWHQW
ZLWK�DQ�HODVWLFLW\�RI�VXEVWLWXWLRQ�EHWZHHQ�FDSLWDO�DQG� ODERXU�RI����7KLV� LV�DOVR�WKH�YDOXH�GHULYHG�E\
PRVW�HPSLULFDO�HVWLPDWHV�RI�WKLV�HODVWLFLW\��VHH�IRU�H[DPSOH�%ODQFKDUG���������+RZHYHU��HVWLPDWHV�RI
WKH�HODVWLFLW\�RI�VXEVWLWXWLRQ�EHWZHHQ�VNLOOHG�DQG�XQVNLOOHG�ODERXU�SXW� LW�DW�DURXQG����������VHH�.DW]
DQG�0XUSK\��������-RKQVRQ���������PXFK�KLJKHU�WKDQ�WKDW�EHWZHHQ�FDSLWDO�DQG�ODERXU��7KH�IDFW�WKDW
WKH� HODVWLFLW\� RI� VXEVWLWXWLRQ� EHWZHHQ� FDSLWDO� DQG� ODERXU� LV� ORZHU� WKDQ� WKDW� EHWZHHQ� VNLOOHG� DQG
XQVNLOOHG� ODERXU� LV�TXLWH� LQWXLWLYH��DV�ZH�ZRXOG�H[SHFW� VXEVWLWXWDELOLW\� WR�EH�HDVLHU�DPRQJ�GLIIHUHQW
W\SHV�RI�ODERXU�WKDQ�LW�ZRXOG�EH�EHWZHHQ�ODERXU�DQG�DQRWKHU�IDFWRU�RI�SURGXFWLRQ�
,I� WKH�9HQH]XHODQ�HODVWLFLW\�RI�VXEVWLWXWLRQ�EHWZHHQ�VNLOOHG�DQG�XQVNLOOHG� ODERXU�LV�KLJKHU�WKDQ� WKDW
EHWZHHQ� ODERXU� DQG� FDSLWDO�� LW�PD\� QRW� EH� IDU� IURP���� ,QGHHG�� D� YHU\� VLPSOH� EDFN�RI�WKH�HQYHORSH
FDOFXODWLRQ�ZRXOG�DGG�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�HODVWLFLWLHV�IRU�WKH�86�����������WR�RXU�SUHIHUUHG
HVWLPDWH�IRU�9HQH]XHOD��������WR�JHW�DQ�HVWLPDWH�RI�WKH�HODVWLFLW\�RI�VXEVWLWXWLRQ�EHWZHHQ�VNLOOHG�DQG
XQVNLOOHG�ODERXU�RI�����������7KLV�YDOXH�LV�YHU\�FORVH�WR����,I�WKLV�LV�DQ�DFFXUDWH�HVWLPDWH��IDFWRU�VKDUHV
EHWZHHQ�VNLOOHG�DQG�XQVNLOOHG�ODERXU�DUH� OLNHO\� WR�EH� LQYDULDQW� WR� UHODWLYH�HQGRZPHQWV��PDNLQJ� WKH
ODFN�RI�WUHQG�LQ�ODERXU�*LQLV�SHUIHFWO\�FRPSDWLEOH�ZLWK�RXU�H[SODQDWLRQ�
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,9 27+(5�,1)/8(1&(6�21�,1&20(�',675,%87,21

,Q�WKH�SUHYLRXV�VHFWLRQ��ZH�DUJXH�WKDW�WKH�HYROXWLRQ�RI�WKH�IDFWRULDO�GLVWULEXWLRQ
RI� LQFRPH� FRXOG� EH� ZHOO� XQGHUVWRRG� E\� WKH� FKDQJHV� LQ� WKH� SDWWHUQV� RI
DFFXPXODWLRQ�RI�KXPDQ�DQG�SK\VLFDO�FDSLWDO��%XW�HYHQ�LQ�WKH�PRVW� IDYRXUDEOH
VFHQDULR�IRU�RXU�K\SRWKHVLV��WKHUH�LV�D�VXEVWDQWLDO�DPRXQW�RI�UHVLGXDO�LQHTXDOLW\
OHIW�XQH[SODLQHG��,Q�)LJXUH����ZH�VKRZ�WKH�ORQJ�UXQ�YDULDWLRQV�LQ�FDSLWDO�VKDUHV
WKDW� FDQQRW� EH� H[SODLQHG� E\� RXU� PRGHO� �WKDW� LV�� WKH� GLIIHUHQFH� EHWZHHQ� WKH
KLVWRULFDO� EHKDYLRXU� DQG� WKDW� SUHGLFWHG� E\� RXU� PRGHO� XQGHU� RXU� SUHIHUUHG
HVWLPDWH�RI�s� �������6LQFH�RXU�IRFXV�LV�QRW�DFFRXQWLQJ�IRU�F\FOLFDO�YDULDWLRQV�LQ
LQHTXDOLW\��ZH�KDYH�ILOWHUHG�WKLV�UHVLGXDO�E\�D�+RGULFN�3UHVFRWW�ILOWHU��D�VWDQGDUG
PHWKRG�LQ�WKH�EXVLQHVV�F\FOH�OLWHUDWXUH�IRU�VHSDUDWLQJ�SHUPDQHQW�IURP�F\FOLFDO
YDULDWLRQV�LQ�D�WLPH�VHULHV��$V�WKH�ILJXUH�VKRZV��WKHUH�LV�DQ�XQH[SODLQHG�XSZDUG
GULIW�RI�DERXW�WKUHH�SRLQWV�RI�*13�LQ�FDSLWDO�VKDUHV�EHWZHHQ������DQG�������%\
IDU� WKH� ODUJHVW� FRPSRQHQW� RI� WKLV� RFFXUV� EHWZHHQ� ����� DQG� ������ ZKHUHDV� D
IXUWKHU�ULVH�RFFXUV�EHWZHHQ������DQG������

FIGURE 18
UNEXPLAINED VARIATION IN CAPITAL SHARES: LONG-RUN COMPONENT
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��� ��������PDFUR�SROLF\�DQG�FDSLWDO�IOLJKW

7KH� HDUO\� ����V� VDZ� D� VKLIW� LQ� PDFURHFRQRPLF� SROLF\� UHJLPHV� IURP� WKH
H[SDQVLRQDU\� DSSURDFK� RI� WKH� ����V� WRZDUGV� D� KLJKO\� FRQWUDFWLRQDU\� VWDQFH�
:KHWKHU�WKLV�VKLIW�ZDV�ZDUUDQWHG�RU�QRW�LV�DQ�XQVHWWOHG�LVVXH��VXSSRUWHUV�DUJXH
WKDW� LW�ZDV�QHFHVVDU\� WR� UHVWULFW�JURZLQJ� LQIODWLRQ��ZKHUHDV�RSSRQHQWV�FRXQWHU
WKDW� D� FRQWLQXDWLRQ� RI� WKH� LPSURYLQJ� LQFRPH� GLVWULEXWLRQ� RI� WKH� ����V� FRXOG
PDNH�JURZLQJ�ZDJHV�FRQVLVWHQW�ZLWK�D�VWDEOH�DJJUHJDWH�GHPDQG����7KH�QDWXUDO
E\�SURGXFW�RI�WKH�LQGXFHG�UHFHVVLRQ�ZDV�D�IDOO� LQ� WKH�DYDLODELOLW\�RI�SURILWDEOH
LQYHVWPHQW�RSSRUWXQLWLHV��QRWH�WKH�IDOOLQJ�SURILW�UDWH�GXULQJ�WKH�HDUO\�����V�LQ
)LJXUH� ���� *LYHQ� WKH� ORZ� OHYHO� RI� WKH� UHDO� LQWHUHVW� UDWH� �H[FHSW� IRU� D� VKRUW
DWWHPSW�DW�ILQDQFLDO�OLEHUDOL]DWLRQ��LQWHUHVW�UDWHV�ZHUH�FRQWUROOHG�DW�UHDO�QHJDWLYH
OHYHOV�XQWLO��������WKLV�VXEVWDQWLDOO\�UHGXFHG�WKH�LQFHQWLYHV�WR�PDLQWDLQ�DVVHWV�LQ
GRPHVWLF�FXUUHQF\��3HUVLVWHQW�EXGJHW�GHILFLWV�DOVR� IXHOHG� UDWLRQDO� H[SHFWDWLRQV
RI�GHYDOXDWLRQV��ZKLFK�IXUWKHU�UHGXFHG�H[SHFWHG�UHWXUQV�WR�EROtYDU�GHQRPLQDWHG
DVVHWV�

7KH� UHVXOW� RI� WKH� FRPELQDWLRQ� RI� WKHVH� IDFWRUV�ZDV� D� KLJK� LQFHQWLYH� WR�PRYH
GHSRVLWV�WR�RIIVKRUH�EDQN�DFFRXQWV��,QGHHG��KDOI�RI�9HQH]XHOD
V�FDSLWDO�IOLJKW�IRU
WKH���������SHULRG�RFFXUUHG�EHWZHHQ������DQG�������'XULQJ�WKRVH�IRXU�\HDUV�
FDSLWDO�IOLJKW�VXPPHG�WR�������ELOOLRQ��RU����SHU�FHQW�RI�IXHO�H[SRUWV��,W�LV�FOHDU
IURP� )LJXUH� �� WKDW� WKH� LQFUHDVH� LQ� WKH� FRPSRQHQW� RI� FDSLWDO
V� VKDUH� RI� *13
GHULYLQJ� IURP� LQFRPH� RQ� IRUHLJQ� DVVHWV� RFFXUUHG� PRVWO\� GXULQJ� WKLV� SHULRG�
7KXV�� LW�DSSHDUV� WKDW�D�QRQ�QHJOLJLEOH�SDUW�RI� WKH�GHWHULRUDWLRQ�RI�9HQH]XHOD
V
LQFRPH� GLVWULEXWLRQ� FDQ� EH� DWWULEXWHG� WR� WKH� FRPELQDWLRQ� RI� SHUVLVWHQW
GHYDOXDWLRQV�� ORZ� UHDO� LQWHUHVW� UDWHV� DQG� ORZ�SURILW� UDWHV� WKDW�ZDV�PDLQWDLQHG
GXULQJ�WKH�UHJLPH�RI�FDSLWDO�DFFRXQW�FRQYHUWLELOLW\�RI�WKH�����V�

$�UHODWLYHO\�LQHJDOLWDULDQ�FRQVHTXHQFH�RI�WKH�EXLOGXS�RI�IRUHLJQ�DVVHWV�KHOG�E\
9HQH]XHODQ�QDWLRQDOV�LV�WKH�IOLS�VLGH��WKH�DFFXPXODWLRQ�RI�IRUHLJQ�GHEW�KHOG�E\
WKH�9HQH]XHODQ� JRYHUQPHQW�� (VWLPDWHG� DW� ������ ELOOLRQ��9HQH]XHOD
V� H[WHUQDO
GHEW�LV�VPDOOHU�WKHQ�WKH�������ELOOLRQ�KHOG�E\�9HQH]XHODQ�QDWLRQDOV��+RZHYHU�
WKH�OLPLWHG�FDSDFLW\�RI�WKH�9HQH]XHODQ�VWDWH�WR�WD[�DVVHWV�KHOG�E\�9HQH]XHODQV
DEURDG� LPSOLHV� WKDW� WKH� EXUGHQ� RI� WKH� UHSD\PHQW� RI� WKH� 9HQH]XHODQ� H[WHUQDO
GHEW�IDOOV�SULQFLSDOO\�RQ�WKRVH�ZKR�GR�QRW�RZQ�IRUHLJQ�DVVHWV�

)URP� WKH� SROLF\� VWDQGSRLQW�� D� QXPEHU� RI� LQWHUSUHWDWLRQV� RI� WKLV� RXWFRPH� DUH
SRVVLEOH��7KH�:DVKLQJWRQ�FRQVHQVXV�YLHZ�LV�WKDW�ORZ�UHDO�LQWHUHVW�UDWHV�OHDG�WR
FDSLWDO� IOLJKW�� WKH� UHFRPPHQGHG� VROXWLRQ� WR� WKLV� GLOHPPD� LV� WR� HQJLQHHU

������������������������������������������
���*XPHUVLQGR�5RGUtJXH]��������DQG�-XDQ�3DEOR�3pUH]�$OIRQVR��������DUH�WZR�H[DPSOHV�RI
WKH�GLIIHUHQW�SRVLWLRQV�LQ�WKLV�GHEDWH�



��

PRQHWDU\�LQGXFHG�FRQWUDFWLRQV�DQG�KLJK�UHDO�LQWHUHVW�UDWHV��7KLV�ZDV�LQGHHG�WKH
VROXWLRQ� IROORZHG� E\� 9HQH]XHODQ� DGPLQLVWUDWLRQV� IURP� ����� RQ�� +RZHYHU�
UHFHVVLRQV�WHQG�WR�ORZHU�SURILW�UDWHV�� LQGXFLQJ�FDSLWDO�IOLJKW��DQG�KLJK�QRPLQDO
LQWHUHVW�UDWHV�FDQ�FDXVH�KLJK�EXGJHW�GHILFLWV��7KHVH�WZR�UHDVRQV�DUH�DW�OHDVW�SDUW
RI�WKH�H[SODQDWLRQ�ZK\�FDSLWDO�LQIORZV�GLG�QRW�SHUPDQHQWO\�UHVXPH�LQ�WKH�SRVW�
�����SHULRG�GHVSLWH�KLJK�UHDO�LQWHUHVW�UDWHV�

$�QRQ�:DVKLQJWRQ�FRQVHQVXV�YLHZ�RI�WKLV�SROLF\�GLOHPPD�LV�WKDW�WKH�WUDGH�RII
EHWZHHQ�HFRQRPLF� H[SDQVLRQ� �WKURXJK� ORZ� LQWHUHVW� UDWHV�� DQG� FDSLWDO� DFFRXQW
EDODQFH� �WKURXJK� WKH� LQWHUHVW�SDULW\� FRQGLWLRQ�� KROGV� RQO\� DV� ORQJ� DV� FDSLWDO
DFFRXQW�FRQYHUWLELOLW\�LV�LQ�SODFH��,I�WKHUH�DUH�UHVWULFWLRQV�RQ�FDSLWDO�RXWIORZV��D
FRXQWU\� FDQ� FKRRVH� D� PRQHWDU\� SROLF\� WKDW� LV� FRQVLVWHQW� ZLWK� GRPHVWLF
H[SDQVLRQ�ZLWKRXW�ZRUU\LQJ�DERXW�WKH�FRQVHTXHQFHV�WR�WKH�FDSLWDO�DFFRXQW���

7KH�IDFW�WKDW�D�JRRG�QXPEHU�RI�FRXQWULHV��DPRQJ�ZKLFK�6RXWK�.RUHD��&KLOH�DQG
0DOD\VLD�� ZHUH� DEOH� WR� PDLQWDLQ� FDSLWDO� DFFRXQW� FRQYHUWLELOLW\� UHVWULFWLRQV
GXULQJ�WKH�SRVWZDU�SHULRG�DQG�HQJLQHHU�D�VXVWDLQHG�SURFHVV�RI�HFRQRPLF�JURZWK
LOOXVWUDWHV� WKH� IDFW� WKDW� WKHVH� UHVWULFWLRQV� FDQ� EH� D� XVHIXO� LQVWUXPHQW� LQ
PDLQWDLQLQJ� GRPHVWLF� HFRQRPLF� JURZWK� ILQDQFHG� ZLWK� GRPHVWLF� LQYHVWPHQW�
5RGULN� ������� KDV� UHFHQWO\� VKRZQ� WKDW� FRXQWULHV� ZLWK� FDSLWDO� DFFRXQW
UHVWULFWLRQV�GR�QRW� VHHP� WR�SD\�D� FRVW� LQ� WHUPV�RI� HFRQRPLF� JURZWK� DQG�PD\
DFWXDOO\� HQMR\� VXEVWDQWLDO� EHQHILWV� LQ� WHUPV� RI� UHGXFHG� YRODWLOLW\�� ,QGHHG�� WKH
VROH� IDFW� WKDW� D� FDSLWDO�VFDUFH� GHYHORSLQJ� FRXQWU\� V\VWHPDWLFDOO\� EHFRPHV� D
FDSLWDO� H[SRUWHU� LV� LQGLFDWLYH� RI� WKH� H[LVWHQFH� RI�PDUNHW� IDLOXUHV� XQGHU�ZKLFK
IUHH� FDSLWDO� PDUNHWV� DUH� XQOLNHO\� WR� OHDG� WR� RSWLPDO� RXWFRPHV�� 7KH� QRQ�
:DVKLQJWRQ�FRQVHQVXV�YLHZ�ZRXOG�LPSO\�WKDW��LI�9HQH]XHOD�KDG�EHHQ�ZLOOLQJ�WR
LPSRVH�UHVWULFWLRQV�RQ�FDSLWDO�DFFRXQW�FRQYHUWLELOLW\�GXULQJ�WKH�����V��LW�FRXOG
DOVR� KDYH� DYHUWHG� D� VLJQLILFDQW� SDUW� RI� WKH� GHWHULRUDWLRQ� RI� LWV� GLVWULEXWLRQ� RI
LQFRPH�

��� 7UDGH�UHIRUP

7UDGH�SROLFLHV�FDQ�KDYH�GLVWULEXWLYH�HIIHFWV�EHFDXVH�RI�WKHLU�LPSDFW�RQ�UHODWLYH
SULFHV�� ,I� DQ� HFRQRP\� OLEHUDOL]HV� LQWHUQDWLRQDO� WUDGH�� WKHQ� WKH� SRVVLELOLW\� RI
LPSRUWLQJ� VRPH� JRRGV� DW� ORZHU� SULFHV� VKRXOG� PDNH� WKH� LQWHUQDO� SULFHV� RI
LPSRUW�FRPSHWLQJ�JRRGV�IDOO��7KH�FRQYHQWLRQDO�HFRQRPLFV�ZLVGRP�DVVHUWV�WKDW�

������������������������������������������
���$�WUDGLWLRQDO�YLHZ�LV�WKDW�WKLV�GLOHPPD�FDQ�EH�VROYHG�ZKHQ�H[FKDQJH�UDWHV�DUH�IOH[LEOH��DV
WKH� UDWH� RI� GHYDOXDWLRQ� ZLOO� DGMXVW� WR� HQVXUH� WKDW� WKH� QR�DUELWUDJH� FRQGLWLRQ� KROGV�� (YHQ
WKRXJK� WKLV� LV� WUXH� LQ� WKHRU\��DV�&DOYR�DQG�5HLQKDUW� �������KDYH� UHFHQWO\�SRLQWHG�RXW�� LW� LV
VHOGRP� WUXH� LQ� SUDFWLFH�� JLYHQ� WKDW� GHYDOXDWLRQV� DUH� XVHG� E\� DJHQWV� DV� VLJQDOV� RI� SROLF\�
PDNHUV
�FUHGLELOLW\�



��

LQ� ODERXU�DEXQGDQW� HFRQRPLHV� VXFK� DV� WKDW� RI�9HQH]XHOD�� WUDGH� OLEHUDOL]DWLRQ
VKRXOG�OHDG�WR�D�GURS�LQ�WKH�UHODWLYH�SULFH�RI�LPSRUW�FRPSHWLQJ�FDSLWDO�LQWHQVLYH
JRRGV�DQG� WKHUHIRUH� WR�D� ULVH� LQ� UHDO�ZDJH�UDWHV����7UDGH� OLEHUDOL]DWLRQ�VKRXOG
WKXV� ORZHU� FDSLWDO
V� VKDUH� RI� LQFRPH�� 7KLV� FRQYHQWLRQDO� ZLVGRP� KDV� EHHQ
TXHVWLRQHG�LQ�D�QXPEHU�RI�VWXGLHV�ZKLFK�KDYH�IDLOHG�WR�ILQG�DQ�HIIHFW�RI� WUDGH
OLEHUDOL]DWLRQ�RQ�IDFWRU�VKDUHV�LQ�GHYHORSLQJ�FRXQWULHV��,I�DQ\WKLQJ��WKHVH�VWXGLHV
WHQG�WR�ILQG�WKDW�LQFRPH�GLVWULEXWLRQ�GHWHULRUDWHV�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV
DV�D�UHVXOW�RI�JUHDWHU�RSHQQHVV���

FIGURE 19
INDICATORS OF PROTECTION, 1970-97

)RU�WKH���������SHULRG��)LJXUH����VKRZV�WKH�HYROXWLRQ�RI�FROOHFWHG�WUDGH�WD[HV
RYHU�LPSRUWV��D�FUXGH�PHDVXUH�RI�FRPPHUFLDO�SROLF\��,W�VKRZV�D�ULVH�LQ�WKH�OHYHO
RI� SURWHFWLRQ� GXULQJ� WKH� ODWH� ����V�� IROORZHG� E\� D� PRGHVW� GURS� DIWHU
OLEHUDOL]DWLRQ�� :H� DOVR� VKRZ� DQRWKHU� LQGLFDWRU� RI� WUDGH� SROLF\�� WKH� UDWLR� RI
SULFHV� RI� LPSRUWHG� JRRGV� WR� WKH� SULFHV� RI� QDWLRQDOO\� SURGXFHG� JRRGV� DW� WKH
ZKROHVDOH� OHYHO�� 7KH� HYROXWLRQ� RI� FRPPHUFLDO� SROLF\� RYHU� WLPH� �ZKHWKHU

������������������������������������������
���7KLV�LV�DVVXPLQJ�ERWK�FDSLWDO�DQG�ODERXU�DUH�PRELOH�DFURVV�LQGXVWULHV��,I�WKHUH�DUH�VSHFLILF
IDFWRUV�� WKHQ� WKH� UHWXUQ� WR� WKH�PRELOH� IDFWRU�ZLOO� GHSHQG�RQ� WKH�ZHLJKW�RI� LPSRUWDEOHV� DQG
H[SRUWDEOHV�LQ�WKH�DJJUHJDWH�SULFH�OHYHO�
���6HH�+DUULVRQ�DQG�5HYHQJD��������DQG�IXUWKHU�UHIHUHQFHV�LQ�5HGG\�DQG�'XEH��������
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&ROOHFWHG�7UDGH�7D[HV�,PSRUWV
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PHDVXUHG�E\�UHODWLYH�SULFHV�RU�E\�DYHUDJH�WDULIIV��VKRZV�D�GHFOLQH�LQ�LQGLFDWRUV
RI� SURWHFWLRQ� IURP� ����� RQ�� ZKLFK� DFWXDOO\� FRLQFLGHG� ZLWK� DQ� LQFUHDVH� LQ
ODERXU
V�VKDUH�GXULQJ�WKDW�SHULRG�

7KH�IDFW�WKDW�WUDGH�OLEHUDOL]DWLRQ�FRLQFLGHG�ZLWK�DQ�LQFUHDVH�LQ�WKH�FDSLWDO�VKDUH
LV�VXJJHVWLYH�WKDW�WUDGLWLRQDO��6WROSHU�6DPXHOVRQ�HIIHFWV�PD\�QRW�EH�SUHVHQW�LQ
WKH� 9HQH]XHODQ� FDVH�� 5RGULN� ������� DQG� 5HGG\� DQG� 'XEH� ������� KDYH
VXJJHVWHG� WKDW� WUDGH� PD\� KDYH� DQ� HIIHFW� RQ� LQFRPH� GLVWULEXWLRQ� ZKLFK� JRHV
EH\RQG�WKH�FRQYHQWLRQDO�6WROSHU�6DPXHOVRQ�HIIHFW��7KHVH�DXWKRUV�VKRZ�WKDW��E\
UDLVLQJ� WKH� HODVWLFLW\� RI� WKH� GHULYHG� GHPDQG� IRU� ODERXU�� LQWHUQDWLRQDO� WUDGH
ORZHUV� WKH� EDUJDLQLQJ� SRZHU� RI� ODERXU� DQG� WKXV� DIIHFWV� HTXLOLEULXP� ZDJHV
QHJDWLYHO\��7KHUHIRUH�� WUDGH�OLEHUDOL]DWLRQ�FDQ�HDVLO\� OHDG� WR�D�GHWHULRUDWLRQ�RI
LQFRPH� GLVWULEXWLRQ� HYHQ� LQ� ODERXU�DEXQGDQW� FRXQWULHV�� 7KLV� LV� LQGHHG
FRQVLVWHQW� ZLWK� WKH� 9HQH]XHODQ� H[SHULHQFH� DQG� SRLQWV� DJDLQ� WR� WKH� UHGXFHG
EDUJDLQLQJ� SRZHU� RI� ODERXU� DV� D� NH\� IDFWRU� LQ� WKH� HYROXWLRQ� RI� 9HQH]XHODQ
LQHTXDOLW\�

��� )LQDQFLDO�FULVHV

$Q� DGGLWLRQDO� IDFWRU� ZKLFK� DSSHDUV� WR� KDYH� KDG� DQ� HIIHFW� RQ� 9HQH]XHODQ
LQHTXDOLW\�ZDV� WKH�ILQDQFLDO�FULVLV�H[SHULHQFHG�E\�WKH�FRXQWU\�GXULQJ�WKH�PLG�
����V��%HWZHHQ������DQG�������D�UXQ�RQ�WKH�EDQNLQJ�VHFWRU�SUHFLSLWDWHG�RQH�RI
WKH�ZRUVW�EDQNLQJ�FULVHV�LQ�/DWLQ�$PHULFDQ�KLVWRU\��7KH�FRVW�RI�EDQNLQJ�VHFWRU
EDLORXWV�KDYH�EHHQ�HVWLPDWHG�DW����SHU�FHQW�RI�*'3�LQ������DQG�DQ�DGGLWLRQDO��
SHU�FHQW�RI�*'3�LQ�������$Q�HIIHFW�RI�WKH�FULVLV�ZDV�D�WRWDO�FROODSVH�LQ�GRPHVWLF
FUHGLW� FUHDWLRQ�� %\� ������ WKH� WRWDO� GRPHVWLF� FUHGLW� SURYLGHG� E\� WKH� EDQNLQJ
VHFWRU� KDG� IDOOHQ� WR� ��� SHU� FHQW� RI� *'3� IURP� DERYH� ��� SHU� FHQW� EHIRUH� WKH
FULVLV��2QH�FRXOG�H[SHFW�WZR�LPSDFWV�RI�WKLV�RQ�WKH�FDSLWDO�VKDUH��)LUVW��LW�ZRXOG
OHDG�ILUPV�WR�VXEVWLWXWH�DZD\�IURP�FDSLWDO�LQWHQVLYH�DFWLYLWLHV��7KLV�UHGXFWLRQ�LQ
WKH� XVH� RI� FDSLWDO� ZRXOG�� JLYHQ� WKH� HVWLPDWHV� RI� WKH� HODVWLFLW\� RI� VXEVWLWXWLRQ
GLVFXVVHG�DERYH��OHDG�WR�D�ULVH�LQ�FDSLWDO
V�VKDUH��6HFRQG��LW�FRXOG�OHDG�FDSLWDO�
LQWHQVLYH� ILUPV� WR� H[SHULHQFH� D�JUHDWHU�EDQNUXSWF\� UDWH��ZLWK� ODERXU�LQWHQVLYH
ILUPV� VXUYLYLQJ� ORDQ�UHOLDQW� FDSLWDO�LQWHQVLYH� ILUPV�� 7KH� ODWWHU� HIIHFW� ZRXOG
ORZHU�FDSLWDO
V�VKDUH�

7KH�HYLGHQFH�IURP�PDQXIDFWXULQJ�GDWD�SRLQWV�WR�D�SUHGRPLQDQFH�RI�WKH�IRUPHU
HIIHFW�� 7DEOHV� �� WR� �� VKRZ� YDOXH� DGGHG� SHU� ZRUNHU� �D� PHDVXUH� RI� FDSLWDO
LQWHQVLW\�� DQG� JURVV� SURGXFWLRQ� DQG� FDSLWDO� VKDUHV� LQ� PDQXIDFWXULQJ� E\
HVWDEOLVKPHQW� VL]H� GXULQJ� WKH� EDQNLQJ� FULVLV� \HDUV�� 7DEOH� �� VKRZV� WKDW�
JHQHUDOO\��FDSLWDO�LQWHQVLW\�LV�VWURQJO\�UHODWHG�WR�VL]H��ODUJH�ILUPV�WHQG�WR�EH�YHU\
FDSLWDO�LQWHQVLYH��7DEOH���VKRZV�WKDW��HYHQ�WKRXJK�WKHUH�ZDV�VRPH�PRYHPHQW�RI
SURGXFWLRQ�IURP�WKH�PRUH�FDSLWDO�LQWHQVLYH�ODUJH�ILUPV�WR�ODERXU�LQWHQVLYH�ILUPV



��

LQ� WKH� DIWHUPDWK� RI� WKH� EDQNLQJ� FULVLV�� LW� ZDV� QRW� VXEVWDQWLDO�� $� SRVVLEOH
H[SODQDWLRQ� IRU� WKLV� LV� WKDW� ODUJH� FDSLWDO�LQWHQVLYH� ILUPV� ZHUH� DOVR� OLNHOLHU� WR
KDYH�DFFHVV�WR�LQWHUQDWLRQDO�FUHGLW�PDUNHWV�DQG�WKHUHIRUH�ZHUH�DEOH�WR�ZHDWKHU
WKH� VWRUP� IURP� WKH� FROODSVH� LQ� ILQDQFLDO� LQWHUPHGLDWLRQ� PRUH� HDVLO\�� ,QGHHG�
ZKDWHYHU�UHDOORFDWLRQ�WKHUH�ZDV�DSSHDUV�WR�KDYH�RFFXUUHG�EHWZHHQ�PHGLXP�DQG
VPDOO�VL]HG�ILUPV�DQG�YHU\�VPDOO�ILUPV��+RZHYHU��7DEOH���VKRZV�WKDW�WKH�SULFH
HIIHFWV� RQ� FDSLWDO� ZHUH� H[WUHPHO\� KLJK�� FDSLWDO� VKDUHV� URVH� E\� �� SHUFHQWDJH
SRLQWV�RQ�DYHUDJH�LQ�������ZLWK�WKH�ULVH�EHLQJ�ODUJHVW�����SRLQWV��LQ�VPDOO�ILUPV�
7KHUHIRUH�� LW� DSSHDUV� WKDW� WKH� FROODSVH� LQ� ILQDQFLDO� LQWHUPHGLDWLRQ� PD\� KDYH
FDXVHG�D�VLJQLILFDQW�ULVH�LQ�WKH�UHWXUQ�WR�FDSLWDO��OHDGLQJ�WR�D�VXEVWDQWLDO�LQFUHDVH
LQ�FDSLWDO�VKDUHV�IURP������WR������

TABLE 5
VALUE ADDED PER WORKER IN CONSTANT 1984 BS, 1993-6

Average Large Medium Small Very small
1993 2,314.09 3,214.60 1,101.31 902.78 640.67
1994 2,168.84 3,034.07 1,153.40 899.53 602.33
1995 2,659.94 3,789.34 1,387.16 932.71 654.51
1996 2,673.86 4,150.50 1,345.40 944.74 640.89

Source: OCEI (1996).

TABLE 6
GROSS PRODUCTION IN MANUFACTURING AS %OF TOTAL, 1993-6

Large Medium Small Very small
1993 82.17 5.68 6.51 5.64
1994 81.61 5.75 6.81 5.83
1995 81.11 7.54 6.07 5.27
1996 81.61 5.45 6.25 6.69

Source: OCEI (1996).

TABLE 7
CAPITAL SHARES IN MANUFACTURING, 1993-6

Total Large Medium Small Very small
1993 0.800 0.824 0.672 0.648 0.625
1994 0.817 0.842 0.734 0.679 0.625
1995 0.847 0.870 0.775 0.695 0.640
1996 0.896 0.913 0.835 0.800 0.764

Source: OCEI (1996).

:KDW�ZDV� WKH�XOWLPDWH� FDXVH�RI� WKH�������� ILQDQFLDO� FULVLV"�7KH� OLWHUDWXUH�RQ
EDQNLQJ�FULVHV�LV�IDU�IURP�SURYLGLQJ�DQ�XQDPELJXRXV�DQVZHU�WR�WKH�TXHVWLRQ�RI
ZKDW� FDXVHV� ILQDQFLDO� FULVHV�� DQG� H[SODQDWLRQV� UDQJH� IURP� VHOI�IXOILOOLQJ
SURSKHFLHV� WR� KLJK� LQWHUHVW� UDWHV� DQG� ILQDQFLDO� OLEHUDOL]DWLRQ�� $Q� DGGLWLRQDO



��

IDFWRU�PD\�KDYH�EHHQ�SUHVHQW� LQ� WKH�9HQH]XHODQ� FDVH��$V� SRLQWHG�RXW� DERYH�
ILQDQFLDO�VHFWRU�OLEHUDOL]DWLRQ�OHG�WR�D�VXEVWDQWLDO�ULVH�LQ�LQWHUHVW�UDWHV�IURP�����
RQ��,QGHHG��WKH�GHSRVLW�UDWH�URVH�WR�DERYH����SHU�FHQW�IURP������RQ��DQG�WKH�UHDO
LQWHUHVW� UDWH�EHFDPH�VXEVWDQWLDOO\�SRVLWLYH� LQ� WKH� HDUO\�����V��0HDQZKLOH�� WKH
DPRXQW�RI�GRPHVWLF�FUHGLW�LQ�*'3�VKUDQN�E\�PRUH�WKDQ����SHUFHQWDJH�SRLQWV��,W
LV�DSSDUHQW�WKDW�KLJKHU�UHDO�LQWHUHVW�UDWHV�OHG�WR�D�FRQWUDFWLRQ�LQ�WKH�DPRXQW�RI
FUHGLW� DQG� WR� D� FRQFHQWUDWLRQ�RI� LQYHVWPHQWV� LQ�KLJK�UHWXUQ��KLJK�ULVN�SURMHFWV
�DV� LQGLFDWHG�E\� WKH� ULVH� LQ� WKH� UHWXUQ� WR� FDSLWDO� VHHQ�DIWHU������ LQ�)LJXUH� ���
PDNLQJ�WKH�EDQNLQJ�VHFWRU�PXFK�PRUH�YXOQHUDEOH�WR�QHJDWLYH�DJJUHJDWH�VKRFNV
DQG�EDQNLQJ�UXQV�

9 /$%285
6�/266�2)�32:(5�$1'�7+(�32/,7,&$/
(&2120<�2)�,1(48$/,7<

7KH� DERYH� DQDO\VLV� SRLQWV� UHSHDWHGO\� WR� WKH� LPSRUWDQFH� RI� XQGHUVWDQGLQJ� WKH
VKLIWV�LQ�WKH�SROLWLFDO�LQIOXHQFH�RI�WKH�9HQH]XHODQ�ODERXU�PRYHPHQW��:H�KDYH
GLVFXVVHG� WKH� IHHGEDFN� HIIHFWV� WKDW� H[LVW� EHWZHHQ� WKH� GHWHULRUDWLRQ� RI� ODERXU
VKDUHV�DQG�ODERXU
V�SROLWLFDO�SRZHU��ORZHU�ODERXU�VKDUHV�FDQ�OHDG�WR�GLPLQLVKHG
SROLWLFDO�FORXW�RI�ODERXU��EXW�D�ZHDNHU�ODERXU�PRYHPHQW�KDV�D�OLPLWHG�FDSDFLW\
WR�EDUJDLQ�IRU�KLJKHU�VKDUHV�RI�RXWSXW��)XUWKHUPRUH��PDQ\�RI� WKH�SROLFLHV� WKDW
PD\�KDYH� DQ� LPSDFW� RQ� LQHTXDOLW\²VXFK� DV� WUDGH� OLEHUDOL]DWLRQ²DOVR�KDYH� D
FRQVHTXHQW�HIIHFW�RQ�ODERXU
V�EDUJDLQLQJ�SRZHU�

7KH� HYROXWLRQ� RI� WKH� 9HQH]XHODQ� ODERXU� PRYHPHQW� UHYHDOV� WKDW� LW� EHFDPH
LQFUHDVLQJO\� PDUJLQDOL]HG� DV� LQFRPH� GLVWULEXWLRQ� GHWHULRUDWHG�� )URP� WKH
EHJLQQLQJ�RI�WKH�GHPRFUDWLF�SHULRG�LQ�������WKH�&RQIHGHUDFLyQ�GH�7UDEDMDGRUHV
GH�9HQH]XHOD��&79��HQMR\HG�D�JRRG�UHODWLRQVKLS�ZLWK�WKH�$FFLyQ�'HPRFUiWLFD
�$'��SDUW\��$'�DQG��WR�D�OHVVHU�H[WHQW��WKH�FHQWHU�ULJKW�&23(,�SDUW\�IROORZHG�D
FRUSRUDWLVW�SRSXOLVW� PRGHO� RI� JRYHUQPHQW� LQ� ZKLFK� EDUJDLQLQJ� RYHU� JHQHUDO
OHYHOV� RI� ZDJHV� ZDV� FDUULHG� RXW� DW� WKH� QDWLRQDO� OHYHO� EHWZHHQ� EXVLQHVV� DQG
ZRUNHUV
�IHGHUDWLRQV��PHGLDWHG�E\�WKH�JRYHUQPHQW��7KH�IDYRXUDEOH�UHODWLRQVKLS
EHWZHHQ�$'�DQG�WKH�&79�VWDUWHG�WR�FKDQJH�GXULQJ�WKH�����V��ZKHQ�WKH�&79
EHJDQ�WR�ORVH�UHSUHVHQWDWLRQ�LQ�$'��DQG�$'
V�VKDUH�RI�&79�GHOHJDWHV�GURSSHG
IURP����SHU�FHQW�LQ�WKH�����V�WR�DQ�DYHUDJH�RI����SHU�FHQW�LQ�WKH�����V��$W�WKH
VDPH� WLPH�� ZRUN� VWRSSDJHV� URVH� IURP� DQ� DYHUDJH� RI� ��� SHU� \HDU� GXULQJ� WKH
����V�WR�����GXULQJ�WKH�����V��5R[ERURXJK���������7KLV�WUHQG�ZDV�VRPHZKDW
FRXQWHUDFWHG� E\� WKH� 3pUH]� DGPLQLVWUDWLRQ
V� SDVVDJH� RI� LPSRUWDQW� ODERXU
OHJLVODWLRQ� SURWHFWLQJ� ZRUNHUV� DQG� WKH� JHQHUDOO\� WLJKW� ODERXU� PDUNHWV� RI� WKH
PLG�����V��%XW� WKH� WUHQG� WRZDUGV� D� ORVV�RI� SRZHU� RI� ODERXU�ZDV� DFFHQWXDWHG
GXULQJ�WKH�����V�



��

)LJXUH� ��� VKRZV� WZR� LQGLFDWRUV� RI� ODERXU
V� SROLWLFDO� SRZHU�� 7KH� ILUVW� LV� WKH
DYHUDJH�SD\�UDLVHV�DFKLHYHG�E\�ZRUNHUV�LQ�FROOHFWLYH�EDUJDLQLQJ�FRQWUDFWV��DQG
WKH�VHFRQG�LV�WKH�UHDO�YDOXH�RI�WKH�JRYHUQPHQW�PDQGDWHG�PLQLPXP�ZDJH�

FIGURE 20
LABOUR’S LOSS OF POLITICAL POWER

7KH� WUHQGV� VKRZQ� LQ� )LJXUH� ��� DUH� UHLQIRUFHG� E\� RWKHU� GDWD� RQ� WKH� SROLWLFDO
RUJDQL]DWLRQ�RI�ODERXU��7KH�UDWH�RI�XQLRQL]DWLRQ�LQ�9HQH]XHOD�ZDV����SHU�FHQW
LQ�������EXW�KDG�IDOOHQ�WR����SHU�FHQW�E\������DQG����SHU�FHQW�E\�������,/2�
������� 7KH� \HDUO\� QXPEHU� RI� RIILFLDOO\� UHJLVWHUHG� ODERXU� GLVSXWHV�� KRZHYHU�
DFWXDOO\�JUHZ�IURP�OHVV�WKDQ�����WR�����E\�������UHYHDOLQJ�D�ODERXU�PRYHPHQW
WKDW� ZDV� LQFUHDVLQJO\� DOLHQDWHG� DQG� PDUJLQDOL]HG� IURP� WKH� GHFLVLRQ�PDNLQJ
SURFHVV��%\�WKH�ODWH�����V��WKH�&79�KDG�EHHQ�FKDOOHQJHG�E\�DOWHUQDWLYH�ODERXU
XQLRQV�ZKLFK�GLG�QRW�KDYH�WKH�WUDGLWLRQDO�OLQNDJH�WR�H[LVWLQJ�SDUWLHV�

7KHVH� SDWWHUQV� VWUHQJWKHQ� RXU� DUJXPHQW� WKDW� WKHUH� KDV� EHHQ� D� PXWXDOO\
UHLQIRUFLQJ�UHODWLRQVKLS�EHWZHHQ�WKH�ULVH�LQ�WKH�FDSLWDO�VKDUH�DQG�ODERXU
V�ORVV�RI
EDUJDLQLQJ�SRZHU�� ,W� LV� H[WUHPHO\�GLIILFXOW� WR�VRUW�RXW� FDXVH� DQG�HIIHFW� LQ� WKLV
SURFHVV��KRZHYHU��'LG�WKH�GHWHULRUDWLRQ�LQ�LQFRPH�GLVWULEXWLRQ�OHDG�WR�D� ORZHU
FDSDFLW\�RI�ODERXU�WR�H[HUFLVH�SROLWLFDO�SRZHU"�2U�ZDV�ODERXU
V�IDOOLQJ�SROLWLFDO
FORXW� WKH�FDXVH�RI� LQFUHDVHG� LQFRPH�GLVWULEXWLRQ"�9HQH]XHOD
V�H[DPSOH� VKRZV
WKDW�WKHVH�WZR�VWRULHV�ERWK�DSSHDU�WR�FDSWXUH�DQ�HOHPHQW�RI�WKH�WUXWK�
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9, &21&/8',1*�&200(176

'XULQJ� WKH� SDVW� ��� \HDUV�� 9HQH]XHOD� KDV� H[SHULHQFHG� D� GHWHULRUDWLRQ� LQ� WKH
IDFWRULDO� GLVWULEXWLRQ� RI� LQFRPH� RI� WUHPHQGRXV� SURSRUWLRQV��:H� HVWLPDWH� WKDW
ODERXU
V�VKDUH�RI�*'3�ZHQW�GRZQ�E\�URXJKO\����SHUFHQWDJH�SRLQWV�GXULQJ�WKH
�������� SHULRG�� 0HDQZKLOH�� WKH� GLVWULEXWLRQ� RI� ODERXU� LQFRPH� UHPDLQHG
VRPHZKDW� VWDEOH�� ,Q� WKLV� VWXG\� ZH� KDYH� FRQFHQWUDWHG� RQ� DFFRXQWLQJ� IRU� WKH
LQFUHDVH�LQ�9HQH]XHOD
V�IDFWRU�VKDUHV��:H�VKRZ�WKDW�WKH�LQFUHDVH�FDQ�EH�WUDFHG
EDFN�WR�WKH�FRXSOLQJ�RI�D�FROODSVH�LQ�WKH�UDWLR�RI�SK\VLFDO�WR�KXPDQ�FDSLWDO�WKDW
RFFXUUHG� IURP� WKH� ����V� ZLWK� D� ORZ� HODVWLFLW\� RI� VXEVWLWXWLRQ� LQ� SURGXFWLRQ
EHWZHHQ�FDSLWDO�DQG�ODERXU��:H�DOVR�DUJXH�WKDW�RWKHU�IDFWRUV�FDQ�EH�LGHQWLILHG�DV
KDYLQJ� D� QHJDWLYH� LQIOXHQFH� RQ� LQHTXDOLW\�� QDPHO\�� WKH� SROLF\� RI� UHSHDWHG
GHYDOXDWLRQV� RI� WKH� FXUUHQF\�� WUDGH� OLEHUDOL]DWLRQ� DQG� WKH� ILQDQFLDO� FULVLV� RI
�����

7KH� HIIHFWV� RI� ORZ� HODVWLFLWLHV� GHVHUYH� VRPH� FRPPHQW�� DV� WKH\� DUH� UDWKHU
SHUYHUVH�� :LWK� ORZ� HODVWLFLWLHV� RI� VXEVWLWXWLRQ�� DFFXPXODWLRQ� RI� D� IDFWRU� RI
SURGXFWLRQ�JLYHV�ULVH�WR�D�IDOO�LQ�WKH�UDWH�RI�UHWXUQ�VR�ODUJH�DV�WR�FDXVH�WKH�VKDUH
RI� SURGXFW� WR� GHFOLQH�� 7KLV� PHDQV�� IRU� H[DPSOH�� WKDW� WKH� JUHDWHU� DPRXQWV� RI
KXPDQ� FDSLWDO� JHQHUDWHG� E\� LQYHVWPHQW� LQ� HGXFDWLRQ� DQG� KHDOWK� FDQ� DFWXDOO\
OHDG� WR� D� GHFUHDVH� LQ� ODERXU
V� VKDUH�� ,W� PXVW� EH� FOHDU� WKDW� WKLV� GRHV� QRW
QHFHVVDULO\�PHDQ�WKDW�ODERXU�ZLOO�EH�ZRUVH�RII��6LQFH�KXPDQ�FDSLWDO�LV�DQ�LQSXW
LQWR� WKH� SURGXFWLRQ� IXQFWLRQ�� WKHQ� RXWSXW�ZLOO� DOVR� JURZ�� /DERXU�ZLOO� KDYH� D
VPDOOHU�VKDUH�RI�D�ODUJHU�SLH����%XW�LW�LV�SRVVLEOH�WR�FRQVWUXFW�SHUYHUVH�VFHQDULRV
LQ�ZKLFK�WKH�HODVWLFLW\�RI�VXEVWLWXWLRQ�LV�VR�ORZ�WKDW�ODERXU�LV�LQGHHG�DEVROXWHO\
ZRUVH�RII��7KH�IDFW�WKDW�JUHDWHU�DFFXPXODWLRQ�RI�KXPDQ�FDSLWDO�OHDGV�WR�D�IDOO�LQ
ODERXU
V� VKDUH� JLYHQ� ORZ� HODVWLFLWLHV� RI� VXEVWLWXWLRQ� LPSOLHV� WKDW� VXVWDLQLQJ
KXPDQ� FDSLWDO� DFFXPXODWLRQ� FDQ� EH� SROLWLFDOO\� YHU\� SUREOHPDWLF�� :KHQ
LQYHVWPHQW� LQ�KXPDQ�FDSLWDO� UDLVHV� WKH� VWRFN�RI�KXPDQ�FDSLWDO�� FDSLWDO
V� VKDUH
JRHV�XS��7KH�PRUH�HFRQRPLF�UHVRXUFHV�LQ�WKH�KDQGV�RI�FDSLWDO�� WKH�JUHDWHU�WKH
SROLWLFDO�UHVRXUFHV�FDSLWDO�FDQ�PXVWHU��7KHUHIRUH��WKH�SRZHU�RI�ODERXU�UHODWLYH�WR
FDSLWDO� FDQ� ZDQH� SUHFLVHO\� DV� WKH� UHVXOW� RI� ORZ� HODVWLFLWLHV� RI� VXEVWLWXWLRQ�
FRXSOHG�ZLWK�KXPDQ�FDSLWDO�DFFXPXODWLRQ��7KLV� LQFUHDVH�RI� WKH�HFRQRPLF�DQG
SROLWLFDO� SRZHU� RI� FDSLWDO� FDQ� HDVLO\� KHOS� FDSLWDO� OREE\� IRU� D� UHGXFWLRQ� LQ� WKH
UHVRXUFHV�WKDW�WKH�VWDWH�GHYRWHV�WR�WKRVH�ZLWK�OHVV�SROLWLFDO�SRZHU���

������������������������������������������
���$QRWKHU�UHDVRQ�ZK\�WKH�RXWFRPH�PD\�IDYRXU�ODERXU�LV�WKDW��LI�WKH�LQYHVWPHQW�LV�ILQDQFHG
E\�D�SURSRUWLRQDO�RU�SURJUHVVLYH�WD[�� WKHQ�ODERXU�ZLOO�SD\� OLWWOH�RI� WKH�FRVW��EXW�DSSURSULDWH
PRVW�RI�WKH�GLUHFW�EHQHILWV�
���8VLQJ�FURVV�FRXQWU\�SDQHO�GDWD��3LQHGD�DQG�5RGUtJXH]��������ILQG�WKDW�ODERXU
V�SRZHU�WR
SUHVVXUH�IRU�UHGLVWULEXWLYH�SROLFLHV�DQG�VXEVLGLHV�WR�KXPDQ�FDSLWDO�DFFXPXODWLRQ�LV�QHJDWLYHO\
UHODWHG�WR�FDSLWDO
V�VKDUH�RI�LQFRPH�



��

/RZ�HODVWLFLWLHV�RI�VXEVWLWXWLRQ�DUH�LQGLFDWLYH�RI�ULJLG�SURGXFWLRQ�SURFHVVHV�ZLWK
IHZ� RSSRUWXQLWLHV� IRU� FKDQJLQJ� WHFKQLTXHV�� 7KH\� PD\� EH� GXH� WR� ODFN� RI
WHFKQRORJLFDO� RSWLRQV� RU� VWULFW� UHJXODWLRQ� RI� WKH� SURGXFWLRQ� SURFHVV�� ,I� IDFWRU
SULFH�HTXDOL]DWLRQ�KROGV�DQG�WKH�HFRQRP\�LV�SHUIHFWO\�RSHQ��WKHQ�HODVWLFLWLHV�RI
VXEVWLWXWLRQ� DUH� LUUHOHYDQW�� LQWHUQDWLRQDOO\� GHWHUPLQHG� IDFWRU� SULFHV� GHWHUPLQH
WKH� FDSLWDO� VKDUH�� DQG� DQ� LQFUHDVH� LQ� KXPDQ� FDSLWDO� OHDGV�� RQH� WR� RQH�� WR� DQ
LQFUHDVH�LQ�ODERXU
V�VKDUH��+RZHYHU��WKH�9HQH]XHODQ�HFRQRP\�DSSHDUV�WR�KDYH
EHHQ�QHLWKHU�RSHQ��QRU�VXEMHFW� WR� WKH� IDFWRU�SULFH�HTXDOL]DWLRQ� WKHRUHP�GXULQJ
WKH� SHULRG� XQGHU� H[DPLQDWLRQ�� ,W� UDWKHU� DSSHDUV� WR� KDYH� EHHQ� D� FRPSOHWHO\
VSHFLDOL]HG� HFRQRP\�� LQ� ZKLFK� IDFWRU� VKDUHV� ZHUH� GHWHUPLQHG� VROHO\� E\� WKH
LQWHUDFWLRQ� EHWZHHQ� FDSLWDO� DFFXPXODWLRQ� DQG� UHODWLYH� UDWHV� RI� UHWXUQ� WKDW� ZH
KDYH�FRQVLGHUHG�LQ�WKLV�SDSHU��,W�LV�WKH�FRXSOLQJ�RI�H[WUHPH�VSHFLDOL]DWLRQ�LQ�RLO
DQG�ULJLG�SURGXFWLRQ�SURFHVVHV�WKDW�FDQ�OHDG�WR�WKH�SHUYHUVH�GLVWULEXWLYH�HIIHFWV
WKDW�ZH�KDYH�VHHQ��2XU�VWXG\�VXJJHVWV�WKDW�SROLF\�LQLWLDWLYHV�DLPHG�DW�LPSURYLQJ
LQFRPH�GLVWULEXWLRQ� LQ�9HQH]XHOD�PXVW� WDNH� WKHVH� VWUXFWXUDO� FKDUDFWHULVWLFV� RI
WKH�HFRQRP\�VHULRXVO\�

5LJLG� SURGXFWLRQ� SURFHVVHV� DUH� QRW� LQGHSHQGHQW� IURP� LQGXVWU\� VWUXFWXUH�
3URGXFWLRQ�WKDW�LV�KLJKO\�FRQFHQWUDWHG�LQ�D�UHGXFHG�VHW�RI�LQGXVWULHV�LV�OLNHO\�WR
H[KLELW� PRUH� HFRQRP\�OHYHO� ULJLGLWLHV� WKDQ� RQH� WKDW� KDV� D� ZLGHO\� GLYHUVLILHG
EDVH�� EHFDXVH� D� JUHDW� SDUW� RI� HFRQRP\�ZLGH� VXEVWLWXWLRQ� WDNHV� WKH� IRUP� RI
VXEVWLWXWLRQ� DPRQJ� LQGXVWULHV�� ,Q� SDUWLFXODU�� D� EURDG� VHW� RI� H[SRUW� LQGXVWULHV
ZRXOG� SUREDEO\� KDYH� DOORZHG� 9HQH]XHOD� WR� RYHUFRPH� LWV� SUREOHP� RI� ORZ
HODVWLFLWLHV� RI� VXEVWLWXWLRQ�� 3URYLGLQJ� DQ� DQVZHU� WR� WKH� TXHVWLRQ� RI� ZK\
9HQH]XHOD�ZDV�XQDEOH� WR� GLYHUVLI\� LWV� SURGXFWLRQ� LV� RXWVLGH� WKH� VFRSH�RI� WKLV
VWXG\����,W� LV��KRZHYHU��VXJJHVWLYH� WKDW�KLJK�FRQFHQWUDWLRQ�LQ�HQHUJ\�LQWHQVLYH
LQGXVWULHV� LV� SUHFLVHO\� WKH� VSHFLDOL]DWLRQ� WKDW� 9HQH]XHOD� LV� SXVKHG� WR� E\� WKH
IRUFHV�RI�FRPSDUDWLYH�DGYDQWDJH��,Q�RWKHU�ZRUGV��9HQH]XHOD
V�KLJK�SDUWLFLSDWLRQ
LQ� ZRUOG� WUDGH²JLYHQ� LWV� VNHZHG� VWUXFWXUH� RI� FRPSDUDWLYH� DGYDQWDJH²PD\
SUHFLVHO\�EH�RQH�RI�WKH�FDXVHV�RI�LWV�ORZ�HODVWLFLWLHV�RI�VXEVWLWXWLRQ�

/RZ�HODVWLFLWLHV�RI�VXEVWLWXWLRQ�DUH��KRZHYHU��RQO\�SDUW�RI�WKH�VWRU\��(YHQ�DIWHU
RQH� WDNHV� LQWR� DFFRXQW� WKH� HIIHFW� RI�ERRP�EXVW� F\FOHV�RQ� LQFRPH�GLVWULEXWLRQ
WKURXJK�FKDQJHV�LQ�IDFWRU�UDWLRV��RQH� LV� OHIW�ZLWK�D�VXEVWDQWLDO�GHWHULRUDWLRQ�RI
WKH�IDFWRULDO�GLVWULEXWLRQ�RI�LQFRPH�RI�DERXW���SHUFHQWDJH�SRLQWV�LQ�*'3�GXULQJ
WKH�����V�DQG�����V��,Q�6HFWLRQV���DQG���ZH�DUJXH�WKDW� WKHVH�FKDQJHV�FDQ�EH
WUDFHG�EDFN�WR�SROLF\�FKRLFHV��LQFOXGLQJ�WUDGH�OLEHUDOL]DWLRQ��WKH�PDLQWHQDQFH�RI
FDSLWDO� DFFRXQW� PRELOLW\� DQG� FRQWUDFWLRQDU\� PRQHWDU\� SROLFLHV�� DV� ZHOO� DV
ODERXU
V� ORVV�RI�EDUJDLQLQJ�SRZHU��7KHVH�SROLF\�DQG�LQVWLWXWLRQDO�FKDQJHV²DOO

������������������������������������������
���+RZHYHU��VHH�WKH�GLVFXVVLRQ�LQ�QRWH����



��

IDYRXUHG� E\� WKH� :DVKLQJWRQ� FRQVHQVXV� YLHZ²DSSHDU� WR� KDYH� FRQVLGHUDEO\
H[DFHUEDWHG�9HQH]XHOD
V�GHWHULRUDWLRQ�LQ�LQFRPH�GLVWULEXWLRQ�

$33(1',;��(/$67,&,7<�2)�68%67,787,21�%(7:((1�&$3,7$/
$1'�/$%285

5HJUHWWDEO\��ZH�KDYH�EHHQ�XQDEOH� WR� ILQG�GLUHFW� HVWLPDWHV� RI� WKH� HODVWLFLW\� RI
VXEVWLWXWLRQ�EHWZHHQ� FDSLWDO� DQG� ODERXU� IRU� WKH�9HQH]XHODQ� HFRQRP\��%HORZ�
ZH�SURYLGH�D�FUXGH�HVWLPDWH��EXW�H[LVWLQJ�HPSLULFDO�ZRUN�RQ�RWKHU�HFRQRPLHV
FDQ� DOORZ� XV� WR� SXW� UHDVRQDEOH� ERXQGV� RQ� WKLV� PDJQLWXGH�� %HWDQFRXUW� DQG
&ODJXH� ������� HVWLPDWH� HODVWLFLWLHV� RI� VXEVWLWXWLRQ� IRU� ��� LQGXVWULHV� XVLQJ
81,'2�GDWD� IRU�)UDQFH�� ,QGLD�� ,VUDHO��-DSDQ��DQG�<XJRVODYLD��7KHLU�HVWLPDWHV
UDQJH�IURP�����WR�������ZLWK�D�ZHLJKWHG�DYHUDJH�RI������7KH�HVWLPDWHV�RI�3LJRWW
DQG�:KDOOH\��������IRU�D�WD[�PRGHO�RI�WKH�8QLWHG�.LQJGRP�DYHUDJH�����

+RZHYHU�� WKHVH� VWXGLHV� KDYH� IRFXVHG� RQ� VDPSOHV� RI� SUHGRPLQDQWO\
LQGXVWULDOL]HG� HFRQRPLHV�� DQG� HVWLPDWHV� IRU� GHYHORSLQJ� FRXQWULHV� WHQG� WR� EH
VPDOOHU� LQ�PDJQLWXGH��)RU� H[DPSOH��%DXWLVWD� ������� HVWLPDWHV� DQ� HODVWLFLW\� RI
VXEVWLWXWLRQ�EHWZHHQ� FDSLWDO� DQG� ODERXU� RI� ���� WR� ���� IRU� WKH� 3KLOLSSLQHV�� DQG
%HKUPDQ��������HVWLPDWHV�LW�WR�EH�EHWZHHQ�����DQG�����IRU�&KLOH��)XUWKHUPRUH�
WKH� HVWLPDWHV�RI� HODVWLFLWLHV�EHWZHHQ�RWKHU� IDFWRUV� RI�SURGXFWLRQ� WKDW� H[LVW� IRU
9HQH]XHOD� WHQG� WR� SRLQW� WRZDUGV� ORZ� YDOXHV�� ,Q� D� VWXG\� RI� KLJKO\� LQGHEWHG
HFRQRPLHV�� +HQWVFKHO� ������� HVWLPDWHV� HODVWLFLWLHV� RI� VXEVWLWXWLRQ� EHWZHHQ
LPSRUWHG� DQG� GRPHVWLF� FDSLWDO� JRRGV� DQG� LQWHUPHGLDWHV� IRU� ��� FRXQWULHV�
LQFOXGLQJ�9HQH]XHOD��+LV� HVWLPDWHV� DYHUDJH� ���� �IRU� LQWHUPHGLDWH� JRRGV�� DQG
���� �IRU� FDSLWDO� JRRGV��� 7KH� 9HQH]XHODQ� YDOXHV�� KRZHYHU�� DUH� ���� DQG� ����
UHVSHFWLYHO\��,Q�+HQWVFKHO
V�VDPSOH��9HQH]XHOD�KDV�WKH�VHFRQG�ORZHVW�HODVWLFLW\
RI� VXEVWLWXWLRQ� EHWZHHQ� LPSRUWHG� DQG� GRPHVWLF� FDSLWDO� JRRGV� DQG� WKH� WKLUG
ORZHVW�HODVWLFLW\�RI�VXEVWLWXWLRQ�EHWZHHQ�LPSRUWHG�DQG�GRPHVWLF�LQWHUPHGLDWHV�
7KHVH�HVWLPDWHV�DUH�FKDUDFWHULVWLF�RI�ULJLGLWLHV�LQ�WKH�SURGXFWLRQ�SURFHVV�WKDW�DUH
LQGLFDWLYH�RI�D�SRVVLEOH�ODFN�RI�VXEVWLWXWDELOLW\�EHWZHHQ�FDSLWDO�DQG�ODERXU��$Q
HODVWLFLW\�RI� VXEVWLWXWLRQ� VXEVWDQWLDOO\� ORZHU� WKDQ��� DSSHDUV� WR� EH� DSSURSULDWH�
JLYHQ�WKHVH�FRQVLGHUDWLRQV�

2XU� FUXGH� HPSLULFDO� HVWLPDWHV� FRQILUP� WKLV� LQWXLWLRQ��:H� KDYH� HVWLPDWHG� WKH
HODVWLFLW\� RI� VXEVWLWXWLRQ� IRU�9HQH]XHODQ� ILUPV� XVLQJ�GDWD� RQ� YDOXH� DGGHG�SHU
ZRUNHU�DQG�UHDO�ZDJHV�IURP�WKH�2ILFLQD�&HQWUDO�GH�(VWDGtVWLFD�H�,QIRUPiWLFD
V
(QFXHVWD�,QGXVWULDO�IURP������WR�������2XU�GDWD�FRQVLVW�RI�DQQXDO�REVHUYDWLRQV
RQ� WKHVH� YDULDEOHV� IRU� VL]H� JURXSV� RI� LQGXVWULHV�� :H� HVWLPDWH� WKH� IROORZLQJ
HTXDWLRQ��VHH�%HKUPDQ�������IRU�D�GHULYDWLRQ��
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ZLWK�W�VWDWLVWLFV�LQ�SDUHQWKHVHV��7KH�LPSOLHG�s� LV� ������1RWH� WKDW�WKLV� LV�KLJKHU
WKDQ�WKH�ILUP�EDVHG�HVWLPDWHV�GLVFXVVHG�DERYH�IRU�GHYHORSLQJ�FRXQWULHV�EHFDXVH
LW�LV�D�VHFWRU�OHYHO�HODVWLFLW\�RI�VXEVWLWXWLRQ��WKHUHIRUH��VXEVWLWXWLRQ�DULVLQJ�IURP
UHFRPSRVLWLRQ� DPRQJ� VHFWRUV� LV� SRVVLEOH�� 7KLV� HVWLPDWH� PXVW�� KRZHYHU�� EH
WDNHQ�ZLWK�FDXWLRQ��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�LW�LV�RQO\�VLJQLILFDQWO\�GLIIHUHQW
IURP� ]HUR� DW� WKH� ��� SHU� FHQW� OHYHO� RI� VLJQLILFDQFH�� DQG� LW� LV� QRW� VLJQLILFDQWO\
GLIIHUHQW� IURP� ����� +RZHYHU�� FRXSOHG� ZLWK� WKH� SUHFHGLQJ� GLVFXVVLRQ�� LW� LV
VXJJHVWLYH�WKDW�9HQH]XHOD
V�HODVWLFLW\�RI�VXEVWLWXWLRQ�PD\�EH�ORZHU�WKDQ���

5()(5(1&(6

$QWLYHUR��,���������6HULHV�(VWDGtVWLFDV�GH�9HQH]XHOD�HQ�ORV�8OWLPRV�&LQFXHQWD
$xRV��9ROV��,�9��%DQFR�&HQWUDO�GH�9HQH]XHOD��&DUDFDV�

%DQFR�&HQWUDO�GH�9HQH]XHOD��YDULRXV�\HDUV��$QXDULR�GH�&XHQWDV�(VWDGtVWLFDV�
%DQFR�&HQWUDO�GH�9HQH]XHOD��&DUDFDV�

%DUUR�� 5REHUW� -��� DQG� -RQJ�:KD� /HH� ������� ,QWHUQDWLRQDO� FRPSDULVRQV� RI
HGXFDWLRQDO�DWWDLQPHQW��-RXUQDO�RI�0RQHWDU\�(FRQRPLFV�����������������

%DXWLVWD��5RPHR�0�� �������3KLOLSSLQHV�� LQ��5RPHR�0��%DXWLVWD�HW� DO��&DSLWDO
8WLOL]DWLRQ�LQ�0DQXIDFWXULQJ��&RORPELD��,VUDHO��0DOD\VLD��DQG�WKH�3KLOLSSLQHV�
&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH��8.�

������������������������������������������
���7KH�S�YDOXH�LV����SHU�FHQW�
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%HKUPDQ��-HUH� ������� 
6HFWRUDO�HODVWLFLWLHV�RI�VXEVWLWXWLRQ�EHWZHHQ�FDSLWDO�DQG
ODERXU� LQ� D� GHYHORSLQJ� HFRQRP\�� WLPH� VHULHV� DQDO\VLV� LQ� WKH� FDVH� RI� SRVWZDU
&KLOH
��(FRQRPHWULFD�����������������

%HKUPDQ��-HUH��6X]DQQH�'XU\HD��DQG�0LJXHO�6]HNHO\�������� 
+RXVHKROGV�DQG
HFRQRPLF� JURZWK� LQ� /DWLQ� $PHULFD� DQG� WKH� &DULEEHDQ
�� �PLPHR��� ,QWHU�
$PHULFDQ�'HYHORSPHQW�%DQN��:DVKLQJWRQ��'&�

%HWDQFRXUW�� 5RJHU�� DQG� &KULVWRSKHU� &ODJXH� ������� &DSLWDO� 8WLOL]DWLRQ�� $
7KHRUHWLFDO�DQG�(PSLULFDO�$QDO\VLV��&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH�
8.�

%ODQFKDUG��2OLYLHU�-���������7KH�PHGLXP�UXQ��%URRNLQJV�3DSHUV�RQ�(FRQRPLF
$FWLYLW\���������

&DOYR�� *XLOOHUPR�� DQG� &DUPHQ� 5HLQKDUW� ������� 
)HDU� RI� IORDWLQJ
�� �PLPHR��
&HQWUH� IRU� ,QWHUQDWLRQDO� (FRQRPLFV�� 8QLYHUVLW\� RI� 0DU\ODQG�� &ROOHJH� 3DUN�
0'�

&RSSHGJH�� 0LFKDHO� ������� 6WURQJ� 3DUWLHV� DQG� /DPH� 'XFNV�� 3UHVLGHQWLDO
3DUW\DUFK\� DQG� )DFWLRQDOLVP� LQ� 9HQH]XHOD�� 6WDQIRUG� 8QLYHUVLW\� 3UHVV�
6WDQIRUG��&$�

'LDPRQG��3HWHU�� DQG�3KLOLS�'\EYLJ� ������� 
%DQN� UXQV�� GHSRVLW� LQVXUDQFH� DQG
OLTXLGLW\
��-RXUQDO�RI�3ROLWLFDO�(FRQRP\��-XQH�

*HOE��$��+���������
$GMXVWPHQW�WR�ZLQGIDOO�JDLQV��D�FRPSDUDWLYH�DQDO\VLV�RI�RLO�
H[SRUWLQJ�FRXQWULHV
��LQ��-��3HWHU�1HDU\��3HWHU�YDQ�:LMQEHUJHQ�DQG�6ZHGHU�YDQ
:LMQEHUJHQ��HGV���1DWXUDO�5HVRXUFHV�DQG�WKH�0DFURHFRQRP\��%DVLO�%ODFNZHOO�
2[IRUG�

*RQ]DOH]��5D~O�� DQG�0DUWtQH]��0DUtD� ,VDEHO� �������$SHUWXUD� \� FRQFHQWUDFLyQ
LQGXVWULDO��&XDGHUQRV�GH�7UDEDMR��&HQWUR�*XPLOOD��&DUDFDV�

+DUULVRQ�� $QQ�� DQG� *RUGRQ� +DQVRQ� ������� 
7UDGH�� WHFKQRORJ\� DQG� ZDJH
LQHTXDOLW\
��1%(5�:RUNLQJ�3DSHUV�1R��������

+DUULVRQ��$QQ�� DQG�$QD�5HYHQJD� ������� 
7KH� HIIHFWV� RI� WUDGH� SROLF\� UHIRUP�
ZKDW�GR�ZH�UHDOO\�NQRZ"
��1%(5�:RUNLQJ�3DSHUV�1R���������
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+HQWVFKHO�� -�� ������� ,PSRUWV� DQG� *URZWK� LQ� +LJKO\� ,QGHEWHG� &RXQWULHV�� $Q
(PSLULFDO�6WXG\��6SULQJHU�9HUODJ��1HZ�<RUN�

,/2� ������� (O� 7UDEDMR� HQ� HO� 0XQGR�� 5HODFLRQHV� /DERUDOHV�� 'HPRFUDFLD� \
&RKHVLyQ�6RFLDO��,QWHUQDWLRQDO�/DERXU�2UJDQL]DWLRQ��*HQHYD�

-RKQVRQ��*HRUJH�(���������
&KDQJHV�LQ�HDUQLQJV�LQHTXDOLW\��WKH�UROH�RI�GHPDQG
VKLIWV
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV����������VSULQJ��������

.DNZDQL��1DQDN��������,QFRPH�,QHTXDOLW\�DQG�3RYHUW\��0HWKRGV�RI�(VWLPDWLRQ
DQG�3ROLF\�$SSOLFDWLRQV��2[IRUG�8QLYHUVLW\�3UHVV��1HZ�<RUN�

.DUO�� 7�� /�� �������7KH�3DUDGR[� RI� 3OHQW\��2LO� %RRPV�� 9HQH]XHOD� DQG�2WKHU
3HWUR�6WDWHV��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV��%HUNHOH\��&$�

.DW]��/DZUHQFH�)���DQG�.HYLQ�0��0XUSK\�������� 
&KDQJHV� LQ�UHODWLYH�ZDJHV�
�����������VXSSO\�DQG�GHPDQG�IDFWRUV
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�����
�����)HEUXDU\��������

/HVVDUG�� 'RQDOG� 5��� DQG� -RKQ� :LOOLDPVRQ� ������� &DSLWDO� )OLJKW� DQG� 7KLUG
:RUOG�'HEW��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV��:DVKLQJWRQ��'&�

/XVWLJ��1RUD��������
&ULVLV�DQG�WKH�SRRU��VRFLDOO\�UHVSRQVLEOH�PDFURHFRQRPLFV
�
SUHVLGHQWLDO� DGGUHVV� WR� WKH� /DWLQ� $PHULFDQ� DQG� &DULEEHDQ� (FRQRPLFV
$VVRFLDWLRQ��2FWREHU�

0DUFDQR�� /XLV�� DQG� ,QGHU� 5XSUDK� ������� 
)DOOLQJ� DSDUW�� SRYHUW\� DQG� LQFRPH
LQHTXDOLW\� LQ� 9HQH]XHOD
� �PLPHR��� ,QWHU�$PHULFDQ� 'HYHORSPHQW� %DQN�
:DVKLQJWRQ��'&�

0XUSK\��.HYLQ�0���$QGUHL�6KOHLIHU�DQG�5REHUW�9LVKQ\��������
,QGXVWULDOL]DWLRQ
DQG�WKH�ELJ�SXVK
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�����������0D\����������

2&(,��������(QFXHVWD� ,QGXVWULDO���KWWS���ZZZ�RFHL�JRY�YH�!��2ILFLQD�&HQWUDO
GH�(VWDGtVWLFD�H�,QIRUPiWLFD�

3pUH]�$OIRQVR��-XDQ�3DEOR��������+XQGLpQGRQRV�HQ�HO�([FUHPHQWR�GHO�'LDEOR�
(GLWRULDO�/LVERQD��&DUDFDV�

3LJRWW�� -�� 5��� DQG� -�� :KDOOH\� ������� 8.� 7D[� 3ROLF\� DQG� $SSOLHG� *HQHUDO
(TXLOLEULXP�$QDO\VLV��&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH��8.�
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3LQHGD�� -RVp�� DQG� 5RGUtJXH]�� )UDQFLVFR� ������� 
7KH� SROLWLFDO� HFRQRP\� RI
KXPDQ�FDSLWDO� DFFXPXODWLRQ
�� �PLPHR���'HSDUWPHQW� RI�(FRQRPLFV��8QLYHUVLW\
RI�0DU\ODQG��&ROOHJH�3DUN��0'�

5DPD��0DUWLQ��������$�/DERXU�0DUNHW�&URVV�&RXQWU\�'DWDEDVH��:RUOG�%DQN�
:DVKLQJWRQ��'&�

5HGG\��6DQMD\��DQG�$ULQGUDMLW�'XEH��������
/LEHUDOL]DWLRQ��LQFRPH�GLVWULEXWLRQ
DQG�SROLWLFDO�HFRQRP\�� WKH�EDUJDLQLQJ�FKDQQHO�DQG� LWV� LPSOLFDWLRQV
�� �PLPHR��
+DUYDUG�8QLYHUVLW\��&DPEULGJH��0$�

5RGUtJXH]��)UDQFLVFR��DQG�-HIIUH\�'��6DFKV��������
:K\�GR�UHVRXUFH�DEXQGDQW
HFRQRPLHV� JURZ� PRUH� VORZO\�� D� QHZ� H[SODQDWLRQ� DQG� DQ� DSSOLFDWLRQ� WR
9HQH]XHOD
��-RXUQDO�RI�(FRQRPLF�*URZWK�����6HSWHPEHU����������

5RGUtJXH]��*XPHUVLQGR��������(FRQRPtD�3~EOLFD��3ODQLILFDFLyQ�\�&DSLWDOLVPR
GH�(VWDGR�HQ�9HQH]XHOD��(GLFLRQHV�&RUSRFRQVXOW��&DUDFDV�

5RGUtJXH]�� *XPHUVLQGR� ������� (UD� 3RVLEOH� OD� *UDQ� 9HQH]XHOD"�� (GLWRULDO
$WHQHR�GH�&DUDFDV��&DUDFDV�

5RGULN�� 'DQL� ������� +DV� *OREDOL]DWLRQ� *RQH� WRR� )DU"�� ,QVWLWXWH� IRU
,QWHUQDWLRQDO�(FRQRPLFV��:DVKLQJWRQ��'&�

5RVHQVWHLQ�5RGLQ��3DXO�1���������
3UREOHPV�RI�LQGXVWULDOL]DWLRQ�RI�HDVWHUQ�DQG
VRXWKHDVWHUQ�(XURSH
��(FRQRPLF�-RXUQDO�������������

5R[ERURXJK��,DQ�������� 
7KH�XUEDQ�ZRUNLQJ�FODVV�DQG�ODERXU�PRYHPHQWV
�� LQ�
/HVOLH� %HWKHOO� �HG��� &DPEULGJH� +LVWRU\� RI� /DWLQ� $PHULFD� �9RO�� ;,�
%LEOLRJUDSKLFDO�(VVD\V��&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH��8.�

6DFKV�� -��� DQG� $��:DUQHU� ������� 
1DWXUDO� UHVRXUFH� DEXQGDQFH� DQG� HFRQRPLF
JURZWK
��1%(5�:RUNLQJ�3DSHUV�1R��������

6DFKV�� -��� DQG� $��:DUQHU� ������� 
7KH� ELJ� SXVK�� QDWXUDO� UHVRXUFH� ERRPV� DQG
JURZWK
���PLPHR���+DUYDUG�,QVWLWXWH�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��&DPEULGJH�
0$�

81� ������� 
$� VXUYH\� RI� QDWLRQDO� VRXUFHV� RI� LQFRPH� GLVWULEXWLRQ� VWDWLVWLFV
�
6WDWLVWLFDO�3DSHUV��6HULHV�0������8QLWHG�1DWLRQV��1HZ�<RUN�
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:ROII��(GZDUG�1���������
&KDQJLQJ�LQHTXDOLW\�RI�ZHDOWK
��$PHULFDQ�(FRQRPLF
5HYLHZ�3DSHUV�DQG�3URFHHGLQJV����������������

:RUOG� %DQN� ������� 7UHQGV� LQ� 'HYHORSLQJ� (FRQRPLHV�� :RUOG� %DQN�
:DVKLQJWRQ��'&�

:RUOG� %DQN� ������� :RUOG� 'HYHORSPHQW� ,QGLFDWRUV� ������ :RUOG� %DQN�
:DVKLQJWRQ��'&�
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TABLE 1
GINI AND CONCENTRATION COEFFICIENTS

1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
Gini in labour incomes 0.47650 0.46846 0.46042 0.45238 0.44434 0.43630 0.42410 0.40720 0.40044 0.38839
Gini in total incomes
Concentration coefficient in labour income
Concentration coefficient in capital income
Gini in total income, assumption 1 0.59356 0.58977 0.59331 0.58241 0.58304 0.57951 0.58221 0.56838 0.56217 0.55601
Gini in total income, assumption 2 0.57881 0.57761 0.58401 0.57551 0.57886 0.57796 0.58463 0.57647 0.57263 0.57060
Gini in total income, assumption 3 0.61456 0.61161 0.61708 0.60605 0.60813 0.60552 0.61116 0.60067 0.59492 0.59116

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990
Gini in labour incomes 0.38078 0.37253 0.38008 0.41135 0.40569 0.40908 0.39776 0.39998 0.38713 0.38093
Gini in total incomes
Concentration coefficient in labour income
Concentration coefficient in capital income
Gini in total income, assumption 1 0.56229 0.57552 0.57855 0.61585 0.61681 0.62531 0.62434 0.62738 0.61265 0.62568
Gini in total income, assumption 2 0.57899 0.59396 0.59459 0.62156 0.62404 0.63141 0.63344 0.63580 0.62501 0.63899
Gini in total income, assumption 3 0.59853 0.61277 0.61174 0.63832 0.63906 0.64485 0.64503 0.64553 0.63257 0.64490

1991 1992 1993 1994 1995 1996 1997
Gini in labour incomes 0.38416 0.37858 0.37523 0.43162 0.41723 0.43147 0.43811
Gini in total incomes 0.65786 0.64674 0.63377 0.62618
Concentration coefficient in labour income 0.28235 0.26064 0.25601 0.26366
Concentration coefficient in capital income 0.87815 0.86846 0.85071 0.83436
Gini in total income, assumption 1 0.61848 0.61813 0.62491 0.65785 0.64673 0.63377 0.62617
Gini in total income, assumption 2 0.63134 0.63244 0.63967 0.65785 0.64673 0.63377 0.62617
Gini in total income, assumption 3 0.63522 0.63441 0.63973 0.65586 0.64673 0.63377 0.62617

Notes and sources: from 1971 to 1978, the Ginis are from UN (1981), with the data for 1972 to 1975 coming from a linear interpolation. After
1978, the Gini in labour incomes is calculated directly from the OCEI Households Survey (the observations are heads of families). The Gini
in total incomes is calculated scaling capital income reported in the 1994-97 surveys so that the fraction of capital income equals capital’s
share in GDP. The ordering in total incomes is then used to calculate the concentration coefficients in capital and labour incomes. The last
three rows are then calculated according to the following assumptions. Assumption 1: Concentration coefficients in capital and labour income
take their 1994 values for 1971-1993. Assumption 2: The concentration coefficient for capital income falls from .95 to .88 from 1971 to 1994.
Assumption 3: The concentration coefficient for labour income’s percentage year-to-year changes is equal to that of the labour Ginis.
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