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7RQ\�$GGLVRQ

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



818�:,'(5�JUDWHIXOO\�DFNQRZOHGJHV�WKH�ILQDQFLDO�FRQWULEXWLRQV�WR�WKH�SURMHFW�E\�WKH
*RYHUQPHQW� RI� ,WDO\� �'LUHFWRUDWH� *HQHUDO� IRU� 'HYHORSPHQW� &RRSHUDWLRQ��� WKH
*RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK� ,QWHUQDWLRQDO� 'HYHORSPHQW� &RRSHUDWLRQ� $JHQF\�
6LGD��� DQG� WKH� *RYHUQPHQW� RI� WKH� 8QLWHG� .LQJGRP� �'HSDUWPHQW� IRU� ,QWHUQDWLRQDO
'HYHORSPHQW���7KHVH�DJHQFLHV�FDQ�DFFHSW�QR�UHVSRQVLELOLW\�IRU�DQ\�LQIRUPDWLRQ�SURYLGHG
RU�YLHZV�H[SUHVVHG�



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

7KH�%RDUG�RI�818�:,'(5

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

([�2IILFLR

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

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

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

&RS\ULJKW��È��818�:,'(5�����

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�$QQH�5XRKRQHQ�DW�818�:,'(5
3ULQWHG�DW�+DNDSDLQR�2\��+HOVLQNL

7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRU�V���3XEOLFDWLRQ�GRHV�QRW�LPSO\�HQGRUVHPHQW
E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\�RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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����6WDWH�VRFLDOLVP �
����$OWHUQDWLYH�SDWKV �
����(FRQRPLF�WUDQVLWLRQ ��
����$Q�DQDO\WLFDO�IUDPHZRUN ��

,,, &20081,7<�5(&216758&7,21 ��

����)URP�KXPDQLWDULDQ�DVVLVWDQFH�WR�SRYHUW\�UHGXFWLRQ ��
����3RVW�ZDU�JURZWK�DQG�SRYHUW\�UHGXFWLRQ ��
����)RFXVLQJ�SXEOLF�SROLF\�RQ�SRYHUW\�UHGXFWLRQ ��

,9 7+(�1(:�35,9$7(�6(&725 ��

����&UHDWLRQ�RI�WKH�QHZ�SULYDWH�VHFWRU ��
����2YHUFRPLQJ�LQYHVWPHQW�LQHUWLD ��
����3ULYDWL]DWLRQ ��
����7KH�SULYDWH�VHFWRU�DQG�WKH�VWDWH ��
����3ULYDWH�LQYHVWPHQW�LQ�DJULFXOWXUH ��

9 7+(�'(9(/230(17$/�67$7( ��

����7KH�QHZ�VWDWH�DJHQGD ��
����2YHUFRPLQJ�WKH�ILVFDO�FULVLV ��
����7KH�ILVFDO�IUDPHZRUN ��

9, &21&/86,216 ��
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LY

/,67�2)�),*85(6��7$%/(6�$1'�%2;(6

)LJXUH�� 7\SRORJ\�RI�875�FRXQWULHV �

)LJXUH�� 7KH�WKUHH�FKDOOHQJHV��XQGHUGHYHORSPHQW��WUDQVLWLRQ�DQG�UHFRQVWUXFWLRQ �

)LJXUH�� $OWHUQDWLYH�SDWKV ��

)LJXUH�� 8QGHUGHYHORSPHQW�FRQIOLFW�F\FOH ��

)LJXUH�� 3HDFH��ZDU�DQG�UHFRYHU\ ��

7DEOH�� (FRQRPLF�JURZWK ��

7DEOH�� +XPDQ�GHYHORSPHQW�LQGLFDWRUV ��

7DEOH�� $LG�LQIORZV�IRU�VHOHFWHG�FRQIOLFW��SRVW�FRQIOLFW�DQG�QRQ�FRQIOLFW�FRXQWULHV ��

%R[�� )URP�FRQIOLFW�WR�SHDFH" �

%R[�� 3ROLF\�IUDPHZRUNV��ROG�DQG�QHZ�DJHQGDV ��

%R[�� /DQG�PLQHV�DQG�WKHLU�HIIHFWV ��

%R[�� 3ULYDWL]DWLRQ ��

%R[�� 7KH�VWDWH��ROG�DQG�QHZ�DJHQGDV ��

%R[�� 7KH�GHEW�SUREOHP ��
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&)$ &RPPXQDXWp�)UDQFRSKRQH�$IULFDLQH

'5& 'HPRFUDWLF�5HSXEOLF�RI�&RQJR

((�)68 (DVWHUQ�(XURSH�DQG�WKH�)RUPHU�6RYLHW�8QLRQ

(*6 (PSOR\PHQW�*HQHUDWLRQ�6FKHPH

(35') (WKLRSLDQ�3HRSOH
V�5HYROXWLRQDU\�'HPRFUDWLF�)URQW

(6$) (QKDQFHG�6WUXFWXUDO�$GMXVWPHQW�)DFLOLW\

)5(/,02 0R]DPELTXH�/LEHUDWLRQ�)URQW��)UHQWH�GH�/LEHUWDomR�GH�0RoDPELTXH�

+,3& +HDYLO\�,QGHEWHG�3RRU�&RXQWULHV

,0) ,QWHUQDWLRQDO�0RQHWDU\�)XQG

03/$ 3RSXODU�0RYHPHQW�IRU�WKH�/LEHUDWLRQ�RI�$QJROD��0RYLPHQWR�3RSXODU�GH
/LEHUWDomR�GH�$QJROD�

2$8 2UJDQLVDWLRQ�RI�$IULFDQ�8QLW\

3(5 3XEOLF�([SHQGLWXUH�5HYLHZ

3$,*& $IULFDQ� 3DUW\� IRU� WKH� ,QGHSHQGHQFH� RI� *XLQp� DQG� &DER�9HUGH� �3DUWLGR
$IULFDQR�SDUD�D�,QGHSHQGrQFLD�GD�*XLQp�H�&DER�9HUGH�

5(1$02 0R]DPELFDQ�1DWLRQDO�5HVLVWDQFH��5HVLVWrQFLD�1DFLRQDO�0RoDPELFDQD�

62( 6WDWH�2ZQHG�(QWHUSULVH

73/) 7LJUD\DQ�3HRSOHV�/LEHUDWLRQ�)URQW

81,7$ 1DWLRQDO�8QLRQ� IRU� WKH�7RWDO� ,QGHSHQGHQFH� RI�$QJROD� �8QLmR�1DFLRQDO
SDUD�D�,QGHSHQGrQFLD�7RWDO�GH�$QJROD�

875 8QGHUGHYHORSPHQW��7UDQVLWLRQ��DQG�5HFRQVWUXFWLRQ
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:DU��DQG�WKH�FRQVHTXHQFHV�RI�ZDU��DUH�DPRQJVW�WKH�PRVW�LPSRUWDQW���SHUKDSV� WKH�PRVW
LPSRUWDQW��� LVVXHV�IDFLQJ�WKH�$IULFDQ�FRQWLQHQW� WRGD\��:DU�KDV�GHVWUR\HG� WKH� OLYHV�DQG
KRSHV� RI�PLOOLRQV� RI�$IULFDQV�� (QGLQJ�ZDU�� DQG� GHDOLQJ�ZLWK� LWV� VRFLDO� DQG� HFRQRPLF
FRQVHTXHQFHV�� DUH�PDMRU� FKDOOHQJHV� IRU� WKH� 8QLWHG�1DWLRQV� V\VWHP�� WRJHWKHU� ZLWK� WKH
ZLGHU�LQWHUQDWLRQDO�GHYHORSPHQW�FRPPXQLW\�

0DQ\�FRXQWULHV�DUH�QRW�RQO\�DWWHPSWLQJ�WR�UHFRQVWUXFW�IURP�ZDU��WKH\�DUH�DOVR�HQJDJHG
LQ� HFRQRPLF� UHIRUP��7KHVH� VHSDUDWH� DJHQGDV� FDQ� EH�PXWXDOO\� VXSSRUWLYH��%XW�� DV� WKLV
SDSHU�PDNHV�FOHDU��WKHUH�DUH�RIWHQ�LQFRQVLVWHQFLHV�EHWZHHQ�WKH�UHFRQVWUXFWLRQ�DQG�UHIRUP
DJHQGDV��$V�D�FRQVHTXHQFH��WKH�SRVVLELOLWLHV�IRU�VHFXULQJ�ORQJ�WHUP�GHYHORSPHQW�DUH�QRW
PD[LPL]HG��DQG�XUJHQW�KXPDQ�GHYHORSPHQW�SUREOHPV�JR�XQUHVROYHG�

7KLV�SDSHU�H[SORUHV�WKHVH�LPSRUWDQW� LVVXHV��IRFXVLQJ�RQ�D�VHW�RI�$IULFDQ�FRXQWULHV� WKDW
KDYH� XQGHUJRQH� GHHS� VRFLDO� WUDXPD�� 7KLV� JURXS� FRQVLVWV� RI�$QJROD�� (ULWUHD�� (WKLRSLD�
*XLQHD�%LVVDX�� 0R]DPELTXH� DQG� 6RPDOLD�� 7KH\� VKDUH� D� FRPPRQ� KLVWRU\� RI� VWDWH
VRFLDOLVP��:LWK� WKH�H[FHSWLRQ�RI�6RPDOLD��ZKHUH� WKH� VWDWH�KDV� ODUJHO\�FROODSVHG�� WKHVH
FRXQWULHV� IDFH�D� WDVN�RI�HFRQRPLF�UHIRUP�ZKLFK� LV� LQ�PDQ\�ZD\V�DV�GLIILFXOW� DV� LQ� WKH
WUDQVLWLRQ�HFRQRPLHV�RI�$VLD��(DVWHUQ�(XURSH�DQG�WKH�)RUPHU�6RYLHW�8QLRQ��(QWHUSULVHV
PXVW�EH�SULYDWL]HG��PDUNHW�HFRQRPLHV�FUHDWHG��DQG�WKH�SRWHQWLDOO\�GLYLVLYH�LVVXH�RI�ODQG
ULJKWV� UHVROYHG��0DQ\� RI� WKH� SLWIDOOV� RI� WUDQVLWLRQ� LQ� (DVWHUQ� (XURSH� DQG�5XVVLD� KDYH
EHHQ� HQFRXQWHUHG� LQ� $IULFD� DV� ZHOO�� ,Q� SDUWLFXODU�� ULVLQJ� LQHTXDOLWLHV� PD\� IXHO� IXWXUH
FRQIOLFWV�

6WDUWLQJ� HFRQRPLF� WUDQVLWLRQ� LV� GLIILFXOW� HQRXJK�� EXW� WR� GR� VR� LQ� WKH� FRQWH[W� RI
UHFRQVWUXFWLRQ� IURP�ZDU� �� RU� LQ� WKH�PLGGOH� RI� D�ZDU�� DV�0R]DPELTXH� GLG� �� LV� WR� DGG
IXUWKHU�FRPSOH[LWLHV��$V�WKLV�SDSHU�HPSKDVL]HV��SXEOLF�ILQDQFH�LV�WKH�DUHD�LQ�ZKLFK�PDQ\
RI� WKH� WHQVLRQV� EHWZHHQ� WKH� UHFRQVWUXFWLRQ� DQG� WUDQVLWLRQ� DJHQGDV� HPHUJH�� DQG� RQH� LQ
ZKLFK�PXFK�PRUH�DWWHQWLRQ�PXVW�EH�JLYHQ�WR�SRYHUW\�UHGXFWLRQ��7KH�SUHVHQW�VLWXDWLRQ�LV
KLJKO\� XQVDWLVIDFWRU\�� EHLQJ� FKDUDFWHUL]HG� DV� LW� LV� E\� ILVFDO� IUDPHZRUNV� WKDW� FRQVWUDLQ
VRFLDO�LQYHVWPHQW��PDMRU�GHEW�SUREOHPV��DQG�LQVXIILFLHQW�DWWHQWLRQ�WR�WKH�SROLWLFDO�UHDOLW\
RI�ILVFDO�UHIRUP�LQ�IUDJLOH�VRFLHWLHV�

7KH�SURMHFW��RI�ZKLFK�WKLV�SDSHU� LV�DQ�RXWSXW�� LV� WKHUHIRUH�DSWO\�QDPHG��FRXQWULHV�PXVW
RYHUFRPH� XQGHUGHYHORSPHQW� �HVSHFLDOO\� RI� KXPDQ� UHVRXUFHV��� WKH\� PXVW� PDNH� D
VXFFHVVIXO� WUDQVLWLRQ�IURP�VWDWH�VRFLDOLVP��DQG� WKH\�PXVW�FRRUGLQDWH� WKLV�ZLWK�D�EURDG�
EDVHG� UHFRQVWUXFWLRQ� WKDW� FUHDWHV� WKH� EDVLV� IRU� SRYHUW\�UHGXFLQJ� GHYHORSPHQW�� 7KH
SDSHU
V�DQDO\VLV�LV�WKHUHIRUH�UHOHYDQW�QRW�RQO\�WR�WKH�VHOHFWHG�FRXQWULHV��EXW�DOVR�WR�$IULFD
DV�D�ZKROH�

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

2FWREHU�����
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7KH� DXWKRU� KDV� UHFHLYHG� PXFK� HQFRXUDJHPHQW� DQG� VXSSRUW� IURP� *LRYDQQL� $QGUHD
&RUQLD�� 'LUHFWRU� RI� 818�:,'(5�� 7KH� %RDUG� RI� 818�:,'(5� SURYLGHG� YDOXDEOH
VXJJHVWLRQV� IRU� WKH� SURMHFW� DV� D�ZKROH�� 7KH� DXWKRU� LV� JUDWHIXO� WR� WKH� SDUWLFLSDQWV� RI� D
SURMHFW� SODQQLQJ� PHHWLQJ� KHOG� LQ� $SULO� ������ 5HQDWR� $JXLODU�� 'DYLG� %HYDQ�� $UQH
%LJVWHQ�� *LRYDQQL� $QGUHD� &RUQLD�� 1JX\XUX� +�� ,�� /LSXPED�� :D\QH� 1DI]LJHU�� 0DWWL
3RKMROD��&HFLOLD�8JD]��DQG�0DUF�:X\WV�

'LVFXVVLRQV� DQG� LQWHUDFWLRQV�ZLWK� WKH� IROORZLQJ� KDYH� DOVR� EHHQ� KHOSIXO�� -DQLQH�$URQ�
3HWHU�%DWFKHORU��3HWHU�%XUQHOO��&KDUOHV�&OLIW��'DYLG�&ROH��6HDQ�&RQOLQ��&KULV�&UDPHU�
&DUORV� 1XQR� &DVWHO�%UDQFR�� 1DW� &ROOHWWD�� 3DXO� &ROOLHU�� (Q]R� &URFH�� 6WHIDQ� 'HUFRQ�
&ODUD� GH� 6RXVD�� 'DJ� (KUHQSUHLV�� 9DOS\� )LW]*HUDOG�� 0LFN� )RVWHU�� $OHPD\HKX� *HGD�
9LFWRULD� *LQMD�� 'HJRO� +DLOX�� -RKQ� +HDOH\�� *HUU\� +HOOHLQHU�� *|WH� +DQVVRQ�� /DXUHQFH
+DUULV�� 6DPXHO� ,WDP�� *DLP� .LEUHDE�� 7RQ\� .LOOLFN�� 3UDPLOD� .ULVKQDQ�� 0DOLQ� .URRN�
6LPRQ�0D[ZHOO�� $QG\�0F.D\�� /DXULH� 1DWKDQ�� /pRQFH� 1GLNXPDQD��0DUNR� 1RNNDOD�
$QG\�1RUWRQ��0DUN�3ODQW��5RJHU�5LGGHOO��7LPRWK\�6KDZ��%HWW\�6ODGH��-RKQ�6WUHPODX�
cVD� 6WHQPDQ�� )UDQFHV� 6WHZDUW�� )LQQ� 7DUS�� 6DUDK� 7RGG�� $QGHUV� 7U\GHOO�� $QWKRQ\
7VHNSR��5REHUW�:DONHU��DQG�+RZDUG�:KLWH�

7KDQNV�JR�WR�$QQH�5XRKRQHQ�IRU�YHU\�HIILFLHQW�VHFUHWDULDO�VXSSRUW�DQG�WR�/LLVD�5RSRQHQ
IRU�KHU�KHOS�
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5HFRQVWUXFWLQJ�$IULFD
V�ZDU�GDPDJHG�HFRQRPLHV�LV�DQ�XUJHQW�WDVN��7KLV�LV�HVSHFLDOO\�VR
LQ�D�JURXS�RI�FRXQWULHV���$QJROD��(ULWUHD��(WKLRSLD��*XLQHD�%LVVDX��DQG�0R]DPELTXH��
ZKLFK�PXVW�DOVR�FRPSOHWH�WKHLU�HFRQRPLF�DQG�SROLWLFDO� WUDQVLWLRQ�IURP�VWDWH�VRFLDOLVP�
6RPDOLD��ZKLFK� VKDUHV� WKHLU� FRPPRQ�KLVWRU\��PXVW� HYHQWXDOO\� EH� UHEXLOW��$OO� RI� WKHVH
FRXQWULHV� PXVW� DGGUHVV� WKHLU� GHHS� SUREOHPV� RI� XQGHUGHYHORSPHQW� DQG� SRYHUW\�� 7KH
FKDOOHQJHV� DUH� WKHUHIRUH� WKUHH�IROG�� WR� RYHUFRPH� XQGHUGHYHORSPHQW�� WR� PDNH� WKH
WUDQVLWLRQ�IURP�VWDWH�VRFLDOLVP��DQG�WR�UHFRQVWUXFW�HFRQRPLHV�DQG�VRFLHWLHV�

6RFLDOLVP� ZDV� LQIOXHQWLDO� DFURVV� SRVW�LQGHSHQGHQFH� $IULFD�� %XW� 875� FRXQWULHV� GUHZ
PRUH�H[SOLFLWO\�RQ�0DU[LVP�/HQLQLVP�DQG�WKH�6RYLHW�GHYHORSPHQW�PRGHO��:LWK�WKH�DLP
RI� DFFHOHUDWLQJ� JURZWK�� HQWHUSULVHV� DQG� SURSHUW\� ZHUH� QDWLRQDOL]HG� DQG� FRQWUROV� ZHUH
HVWDEOLVKHG�� %XW� WKH� UHVXOW� ZDV� D� IDWDO� RYHU�FHQWUDOL]DWLRQ� RI� SROLWLFDO� DQG� HFRQRPLF
SRZHU��DQG�D�VOLGH�LQWR�FRQIOLFW�H[DFHUEDWHG�DQG�IXHOOHG�E\�WKH�SROLWLFV�RI�WKH�FROG�ZDU�
6RPDOLD�FROODSVHG�LQWR�D�WXUPRLO�IURP�ZKLFK�LW�LV�\HW�WR�UHFRYHU��0R]DPELTXH�KDV�PDGH
WKH�PRVW�SURJUHVV�DQG��XQWLO� WKHLU�ERUGHU�ZDU�WKLV�\HDU��(ULWUHD�DQG�(WKLRSLD�ZHUH�ERWK
PRYLQJ� IRUZDUG��$QJROD� IDFHV� XUJHQW� UHFRQVWUXFWLRQ� SUREOHPV� EXW� SURJUHVV� KDG� EHHQ
VORZ��DQG�D�UHWXUQ�WR�RXWULJKW�ZDU�FDQQRW�EH�UXOHG�RXW��*XLQHD�%LVVDX�ZDV�NQRFNHG�RII
FRXUVH�E\� D�PLOLWDU\� UHYROW� LQ�������3URJUHVV� KDV� WKHUHIRUH� EHHQ� WHQWDWLYH� LQ� WKH�875
JURXS��DQG�WKHLU�IXWXUH�SURVSHFWV�GHSHQG�RQ�WKHP�ILQGLQJ�SROLWLFDO�VHWWOHPHQWV� WKDW�FDQ
VHFXUH�WKHLU�SURVSHFWV�IRU�HFRQRPLF�GHYHORSPHQW�

:DU��DQG�WKH�XQFHUWDLQW\�DVVRFLDWHG�ZLWK�LW��GLVWRUWV�HFRQRPLHV��LQYHVWPHQWV�ZLWK�ORQJ�
WHUP�UHWXUQV��PDLQO\�LQ�SURGXFWLRQ�DFWLYLWLHV�VXFK�DV�DJULFXOWXUH�DQG�PDQXIDFWXULQJ��DUH
FXW� EDFN�� DQG� WKH� HFRQRP\� EHFRPHV� GRPLQDWHG� E\� DFWLYLWLHV� ZLWK� VKRUW�WHUP� UHWXUQV�
VXFK� DV� FRPPHUFH� LQ� FLWLHV� DQG� VDIH� DUHDV�� 1DWXUDO� UHVRXUFH� VHFWRUV� PD\� FRQWLQXH� WR
RSHUDWH��KRZHYHU��ZKHQ�SURWHFWHG�E\� WKHLU� ORFDWLRQ� �IRU�H[DPSOH�RIIVKRUH�RLO� DQG�JDV�
DQG�ZKHQ�FRPEDWDQWV�VHHN�WR�SUHVHUYH�WKHP�DV�WKH�
SUL]H
�IRU�FDSWXULQJ�WKH�VWDWH�

3DVW� IDLOXUH� WR� DFKLHYH� EURDG�EDVHG� JURZWK� FRQWULEXWHG� WR� FRQIOLFW�� 7KLV� LPSOLHV� WKDW
UHFRQVWUXFWLRQ�FDQQRW�VLPSO\�HQWDLO�WKH�UHFUHDWLRQ�RI�WKH�SUH�FRQIOLFW�HFRQRP\��3ROLFLHV�
SXEOLF� H[SHQGLWXUHV�� DQG� LQVWLWXWLRQV� PXVW� EH� FKDQJHG�� RIWHQ� IXQGDPHQWDOO\�� )RU� WKLV
UHDVRQ�WKH�DJHQGDV�RI�UHFRQVWUXFWLRQ�DQG�HFRQRPLF�UHIRUP��WUDQVLWLRQ��FURVV�RYHU��:HOO�
GHVLJQHG�UHIRUPV�FDQ�FRQWULEXWH�WR�UHFRQVWUXFWLRQ�DQG�YLFH�YHUVD��%XW�WRR�RIWHQ�WKHUH�LV�D
PLVPDWFK� EHWZHHQ� WKH� UHIRUP� DQG� UHFRQVWUXFWLRQ� SURJUDPPHV�� DQG� WKH� JURXQG� IRU
EURDG�EDVHG�GHYHORSPHQW�LV�QRW�VHFXUHG�

$LG�LV�LPSRUWDQW��EXW�VXFFHVV�XOWLPDWHO\�GHSHQGV�RQ�WKH�DFWLRQV�RI�WKUHH�QDWLRQDO�DFWRUV�
FRPPXQLWLHV�� HQWUHSUHQHXUV�� DQG� VWDWHV�� +RZHYHU�� FRPPXQLWLHV� DUH� LPSRYHULVKHG�
SULYDWH�VHFWRUV�DUH�XQGHUGHYHORSHG��DQG�VWDWH�FDSDFLWLHV�DUH�ZHDN�

)RU� FRPPXQLWLHV�� WKH� PDLQ� FKDOOHQJHV� DUH� WR� GHDO� ZLWK� WKH� LPPHGLDWH� SRVW�ZDU
KXPDQLWDULDQ�DQG�VHFXULW\�SUREOHPV�DQG��HTXDOO\�LPSRUWDQW��DFFHOHUDWH�SURJUDPPHV�IRU
ORQJHU�WHUP� SRYHUW\� UHGXFWLRQ�� 5HJDUGLQJ� WKH� ILUVW� RI� WKHVH�� WKH� WDVNV� DUH� WR� UHVHWWOH
GLVSODFHG� SRSXODWLRQV�� GLVDUP� DQG� GHPRELOL]H� H[�FRPEDWDQWV� DQG� DVVLVW� WKHLU
UHLQWHJUDWLRQ�� UHGXFH� WKH� OHYHO� RI� YLROHQFH� �E\� ILOOLQJ� WKH� VHFXULW\� JDS� DQG
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GHFRPPLVVLRQLQJ�ZHDSRQV���UHPRYH�ODQG�PLQHV�ZKLFK�GLVUXSW�FRPPXQLW\� OLYHOLKRRGV�
DQG�SURWHFW�IRRG�VHFXULW\�ZKLOH�SKDVLQJ�RXW�IRRG�DLG�DQG�LQFUHDVLQJ�WDUJHWHG�VXSSRUW�

5HJDUGLQJ�ORQJHU�WHUP�SRYHUW\�UHGXFWLRQ��WKH�IXWXUH�SDWWHUQ�RI�JURZWK�LV�GHWHUPLQHG�E\
�L�� WKH�GLVWULEXWLRQ�RI�KXPDQ�DQG�VRFLDO�FDSLWDO��DFFHVV�DQG�FRQWURO�RYHU�QDWXUDO�FDSLWDO
�LQFOXGLQJ� ODQG� WHQXUH�� DQG�DFFHVV� WR�SK\VLFDO� LQIUDVWUXFWXUH� �LL�� WKH� SROLF\� IUDPHZRUN
ZKLFK� GHWHUPLQHV� WKH� UHWXUQV� WR� KRXVHKROG� LQYHVWPHQWV� DQG� �LLL�� WKH� TXDOLW\� RI
LQVWLWXWLRQV�� LQFOXGLQJ� WKH� OHJDO� IUDPHZRUN�� 6WDWH� VRFLDOLVP� DQG� FRQIOLFW� DOWHUHG� HYHU\
DVSHFW� RI� WKH� SDWWHUQ� RI� JURZWK�� DQG� WUDQVLWLRQ� DQG� UHFRQVWUXFWLRQ� DOWHUV� LW� DJDLQ�
)RFXVLQJ� SXEOLF� SROLF\� PRUH� HIIHFWLYHO\� RQ� SRYHUW\� UHGXFWLRQ�� LQ� SDUWLFXODU� RQ� FRUH
VHUYLFHV� RI�PRVW� EHQHILW� WR� WKH� SRRU�� LV� WKHUHIRUH� DQ� XUJHQW� WDVN�� 7R� VXSSRUW� WKLV�� WKH
UHODWLRQVKLS�EHWZHHQ�GRQRUV�DQG�JRYHUQPHQWV�VKRXOG�EH�FKDQJHG�LQ�RUGHU�WR�IRFXV�PRUH
RQ� PRQLWRULQJ� VRFLDO� RXWSXWV� DQG� OHVV� RQ� XQZRUNDEOH� SROLF\� FRQGLWLRQDOLWLHV� �DQG� WR
GLUHFW� DLG� WR� JRYHUQPHQWV� FRPPLWWHG� WR� SRYHUW\� UHGXFWLRQ��� 0RUH� LQYHVWPHQW� LQ
FROOHFWLQJ�VRFLDO�GDWD�LV�QHHGHG�WR�XQGHUVWDQG�WKH�LPSDFW�RI�UHFRQVWUXFWLRQ�DQG�WUDQVLWLRQ
RQ�FRPPXQLWLHV�

7XUQLQJ�WR�WKH�VHFRQG�NH\�DFWRU��HQWUHSUHQHXUV��ZH�FDQ�VHH�WKDW�D�QHZ�SULYDWH�VHFWRU�LV
EHLQJ� FUHDWHG� LQ� 875� FRXQWULHV� IROORZLQJ� GHFRQWURO� DQG� SULYDWL]DWLRQ�� 2YHUFRPLQJ
LQYHVWRU�XQFHUWDLQW\�LV�D�NH\�WDVN��WKLV�FDQ�SHUVLVW�DQG�OLPLW�LQYHVWPHQW�GHVSLWH�D�IDOO�LQ
DFWXDO�FRXQWU\�ULVNV��$QJROD�DQG�0R]DPELTXH�DUH�VR�IDU�WKH�ODUJHVW�UHFLSLHQWV�RI�IRUHLJQ
LQYHVWPHQW� LQ� 875� FRXQWULHV�� %XW� WKH� LPSDFW� RI� 0R]DPELTXH
V� ODUJH� LQYHVWPHQW
SURJUDPPH�LV�YLUWXDOO\�XQNQRZQ��ZKLOH�IRUHLJQ�LQYHVWPHQW�LQ�$QJROD�LV�FRQILQHG�WR�WKH
RLO�VHFWRU��ZKLFK�KDV�IHZ�OLQNV�WR�WKH�UHVW�RI�WKH�HFRQRP\�

3ULYDWL]DWLRQ�LV�SURFHHGLQJ�DW�GLIIHUHQW�VSHHGV�DFURVV�875�FRXQWULHV��3ULYDWL]DWLRQ�LQ�WKH
ILQDQFLDO�VHFWRU�LV�HVSHFLDOO\�LPSRUWDQW��UHFRQVWUXFWLRQ�UHTXLUHV�D�ILQDQFLDO�VHFWRU�FDSDEOH
RI� PRELOL]LQJ� DQG� LQWHUPHGLDWLQJ� VDYLQJV� LQWR� SULYDWH� LQYHVWPHQW�� 5HFDSLWDOL]LQJ� WKH
EDQNLQJ� VHFWRU� LV� H[SHQVLYH�� DQG� UHTXLUHV� SULYDWH� FDSLWDO��ZKLFK� LPSOLHV� SULYDWL]DWLRQ�
3ROLWLFDO� LQIOXHQFH�FDQ�FUHDWH�XQVRXQG�EDQNV�DQG�EHWWHU� ILQDQFLDO� UHJXODWLRQ� LV�QHHGHG�
%XW� WKH� SKHQRPHQRQ� RI� 
VWUDGGOLQJ
�� LQ� ZKLFK� SROLWLFDO� OHDGHUV� LQYHVW� LQ� FRPPHUFLDO
HQWHUSULVHV�� HQGDQJHUV� WKH� LQGHSHQGHQFH� RI� ILQDQFLDO� UHJXODWLRQ�� DQG� FDQ� GLVWRUW� WKH
SULYDWL]DWLRQ� SURFHVV�� 3ULYDWL]DWLRQ� LQ� WKH� DJULFXOWXUDO� VHFWRU� KDV� VHHQ� WKH� QRQ�
WUDQVSDUHQW�SULYDWL]DWLRQV�RI� VWDWH� IDUPV�DQG� WKH�GHQLDO�RI�FRPPXQLW\� ULJKWV� DQG� VRPH
LQFRQVLVWHQFLHV�EHWZHHQ�SULYDWL]DWLRQ�DQG�DJULFXOWXUDO�SROLF\�UHIRUP��(QFRXUDJLQJ�PRUH
SULYDWH�LQYHVWPHQW�LQ�DJULFXOWXUDO�PDUNHWLQJ�LV�HVSHFLDOO\�LPSRUWDQW�IRU�IRRG�VHFXULW\�DQG
UXUDO�SRYHUW\�UHGXFWLRQ�

7KH�WKLUG�QDWLRQDO�DFWRU�LV�WKH�VWDWH��$�GHYHORSPHQWDO�VWDWH�PXVW�EH�FRQVWUXFWHG��7KLV�LV�D
VHW� RI� GHPRFUDWLFDOO\� DFFRXQWDEOH� LQVWLWXWLRQV� FDSDEOH� RI� HIIHFWLYH� SROLF\� GHVLJQ� DQG
LPSOHPHQWDWLRQ�� ,I� WKLV� LV� VXFFHVVIXO�� WKH� QHZ� VWDWH�ZLOO� ORRN� YHU\� GLIIHUHQW� WR� WKH� ROG
VWDWH��EXW�LW�LV�XQOLNHO\�WR�EH�
PLQLPDO
��7KH�RQXV�LV�WKHUHIRUH�RQ�GHPRFUDWLF�JRYHUQPHQWV
WR�SURYH�WKDW�WKH\�SURYLGH�YDOXH�IRU�PRQH\�WR�FRPPXQLWLHV�DQG�HQWUHSUHQHXUV��7KH�QHZ
VWDWH� DJHQGD�ZLOO� UHPDLQ� D�ZLVK� OLVW� XQOHVV� LW� LV� SURSHUO\� ILQDQFHG�� ZKLFK� LW� LV� QRW� DW
SUHVHQW��5HFRQVWUXFWLRQ�H[SHQGLWXUHV�DUH�KLJK��UHYHQXHV�DUH�ORZ��ZDU�UHGXFHG�WD[�EDVHV�
DQG�GLVWRUWHG��RYHU�GHSHQGHQFH�RQ�WUDGH�WD[HV���&RXQWULHV�DUH�VHYHUHO\�LQGHEWHG��DOPRVW
DOO� $IULFD
V� FRQIOLFW�SRVW�FRQIOLFW� FRXQWULHV� DUH� FODVVLILHG� DV� 
+HDYLO\� ,QGHEWHG� 3RRU
&RXQWULHV
� �+,3&V���7KH�ILVFDO�SHDFH�GLYLGHQG�LV�VPDOO� �DW� OHDVW� LQ� WKH�HDUO\�\HDUV��DQG
WKH�KLJK�OHYHO�RI�LQVHFXULW\�LQ�$IULFD�NHHSV�PLOLWDU\�EXGJHWV�KLJK��%XGJHWDU\�LQVWLWXWLRQV
DUH�ZHDN�DW�PRELOL]LQJ�UHYHQXHV�DQG�DOORFDWLQJ�WKHP�WR�SULRULWLHV��DQG�QRQ�WUDQVSDUHQF\
DQG�WKH�LPSURSHU�XVH�RI�SXEOLF�IXQGV�PXVW�EH�UHGXFHG�
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$V�D�UHVXOW�RI�WKHVH�SUREOHPV��DQG�WKH�VKHHU�VFDOH�RI�UHFRQVWUXFWLRQ�H[SHQGLWXUHV��ILVFDO
GHILFLWV�EHIRUH�JUDQWV�DUH�YHU\�KLJK��1RERG\�VHULRXVO\�TXHVWLRQV� WKH�SULQFLSOH�RI� ILVFDO
SUXGHQFH� EXW� WKH� ,0)
V� ILVFDO� SROLF\� FRQGLWLRQDOLW\� PD\� EH� RYHU�UHVWULFWLYH�� FHUWDLQO\
PDQ\�RWKHU�GRQRU�DJHQFLHV�EHOLHYH� WKDW� WKLV� LV� WKH�FDVH��7KLV� OHDYHV�PDQ\� LQYHVWPHQWV
ZLWK�KLJK�VRFLDO�UHWXUQV�RQ�WKH�VKHOI��LPSO\LQJ�VORZHU�JURZWK�DQG�SRYHUW\�UHGXFWLRQ��$
PXFK�ORQJHU�WLPH�IUDPH�LV� WKHUHIRUH�QHFHVVDU\�WR�HYDOXDWH�ILVFDO�SROLF\�LQ�DQ�HFRQRP\
XQGHU�UHFRQVWUXFWLRQ�

7KH�,0)
V�FDXWLRQ�LQ�SDUW�DULVHV�IURP�WKH�REVHUYDWLRQ�WKDW�UHDO�DLG�IORZV�DUH�LQ�GHFOLQH�
DQG�LW�WKHUHIRUH�DGYLVHV�JRYHUQPHQWV�WR�PRYH�WR�D�ILVFDO�SRVLWLRQ�LQ�ZKLFK�DQ\�GRZQWXUQ
LQ�DLG�ZLOO�QRW�DIIHFW�WKHLU�UHFXUUHQW��DV�RSSRVHG�WR�WKHLU�FDSLWDO��VSHQGLQJ��+RZHYHU��LW�LV
VWLOO�SRVVLEOH�IRU�DLG�IORZV�WR�LQGLYLGXDO�FRXQWULHV�WR�PDLQWDLQ�WKHLU�SUHVHQW�OHYHOV�RU�ULVH�
DQG�WKLV�LV�LQ�IDFW�WKH�ZD\�WKH�GRQRU�FRPPXQLW\�LV�PRYLQJ�LQ�VHHNLQJ�WR�UHGLUHFW�DLG�WR
FRXQWULHV� FRPPLWWHG� WR� EURDG�EDVHG� GHYHORSPHQW�� 7KH� ,0)
V� ILVFDO� SROLF\
FRQGLWLRQDOLW\�� ZKHQ� LW� LV� RYHU�UHVWULFWLYH�� ZRUNV� DJDLQVW� WKH� QHZ� DLG� SDUDGLJP�
0RUHRYHU��RYHU�WLJKW�ILVFDO�SROLF\�FDQ�OHDG�WR�WKH�XVH�RI�GLVWRUWLQJ�WD[HV�WKDW�XQGHUPLQH
UHFRQVWUXFWLRQ�� LW� FDQ� ZRUN� DJDLQVW� LPSURYHPHQWV� LQ� EXGJHWLQJ�� DQG� LW� PD\� EH
LQFRPSDWLEOH�ZLWK�GHPRFUDWL]DWLRQ�

7KH� SDSHU� RQO\� WRXFKHV� RQ� VRPH� RI� WKH� PDMRU� FKDOOHQJHV� IDFLQJ� WKH� 875� JURXS� RI
FRXQWULHV�� 'HFHQWUDOL]LQJ� SROLWLFDO� DQG� HFRQRPLF� SRZHU�� PLQLPL]LQJ� PDFUR�HFRQRPLF
VKRFNV��DQG�SUHYHQWLQJ�FRQIOLFW� WKURXJK�EURDG�EDVHG�GHYHORSPHQW� DUH� DOO� FUXFLDO��7KLV
UHTXLUHV�KDUG�FKRLFHV�RYHU�UHVRXUFH�DOORFDWLRQV�DQG�SXEOLF�SROLF\��%XW�WKHVH�FKRLFHV�DUH
D� JUHDW� GHDO� HDVLHU� WR� PDNH� WKDQ� WKRVH� LQYROYHG� LQ� HQGLQJ� D� FRQIOLFW� DQG� LQLWLDWLQJ
UHFRQVWUXFWLRQ��([� DQWH� DFWLRQ� �� JRRG� HFRQRPLF� SROLF\� �� LV� DOZD\V� EHWWHU� DQG� FKHDSHU
WKDQ�H[�SRVW�FULVLV�PDQDJHPHQW�
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«�SHDFH�DQG�GHYHORSPHQW� UHPDLQ� LQH[WULFDEO\� OLQNHG�±�RQH�IHHGLQJ�RQ
WKH�RWKHU��HQDEOLQJ�WKH�RWKHU��DQG�VHFXULQJ�WKH�RWKHU��7KH�UHQXQFLDWLRQ�RI
YLROHQFH�DV�D�PHDQV�RI�JDLQLQJ�DQG�KROGLQJ�SRZHU�LV�RQO\�WKH�EHJLQQLQJ�
7KHQ� PXVW� IROORZ� D� UHQHZHG� FRPPLWPHQW� WR� QDWLRQDO� GHYHORSPHQW
IRXQGHG� RQ� VREHU�� VRXQG� DQG� XQFRUUXSWHG� HFRQRPLF� SROLFLHV
�� �81
6HFUHWDU\�*HQHUDO��.RIL�$QQDQ��


$OO� WKHVH� JXQV� PDNH� IRU� OD]\� PLQGV
�� �%LVKRS� 'LQLV� 6HQJXODQH� RI
0R]DPELTXH��

,���,1752'8&7,21

5HEXLOGLQJ� $IULFD
V� ZDU� GDPDJHG� HFRQRPLHV� LQYROYHV� UHFRQVWUXFWLQJ� FRPPXQLWLHV�
UHYLWDOL]LQJ� SULYDWH� VHFWRUV�� DQG� EXLOGLQJ� VWDWH� FDSDFLWLHV�� 7KLV� LV� D� GHPDQGLQJ� VHW� RI
WDVNV�JLYHQ�WKH�VFDUFLW\�RI�ILQDQFLDO�UHVRXUFHV�DQG�VNLOOV�

%\�IDLOLQJ�WR�GHOLYHU�EURDG�EDVHG�JURZWK�� WKH�HFRQRPLF�VWUDWHJLHV�RI�FRQIOLFW�FRXQWULHV
FRQWULEXWHG� WR� WKH� RQVHW� RI� ZDU�� )RU� WKLV� UHDVRQ�� UHFRQVWUXFWLRQ� VKRXOG� QRW� EH� DERXW
UHFUHDWLQJ� WKH� SDVW�� 3DVW� VWUDWHJLHV� PXVW� EH� UHWKRXJKW�� DQG� FKDQJHV� PDGH� LQ� SROLFLHV�
SXEOLF� H[SHQGLWXUHV� DQG� LQVWLWXWLRQV�� &RQVHTXHQWO\�� WKHUH� LV� FRPPRQ� JURXQG� EHWZHHQ
WKH�DJHQGD�RI�UHFRQVWUXFWLRQ�DQG�WKDW�RI� 
DGMXVWPHQW
� �RU� 
SROLF\�UHIRUP
��� ,QGHHG��VLQFH
ERWK�DLP�WR�UDLVH�OLYLQJ�VWDQGDUGV�� WKHLU�GHVLJQ�DQG� LPSOHPHQWDWLRQ�VKRXOG�EH�RQH�DQG
WKH�VDPH�SURFHVV�

+RZHYHU�� WKLV� LV� VHOGRP� WKH� FDVH�� PDLQO\� EHFDXVH� RI� WKH� YDULHW\� RI� GRQRU� DJHQFLHV
LQYROYHG� HDFK� ZLWK� LWV� RZQ� UHVSRQVLELOLWLHV�� WRJHWKHU� ZLWK� ZHDNQHVV� LQ� QDWLRQDO
FDSDFLWLHV��)RU�H[DPSOH��FRPPXQLWLHV�DUH�EHLQJ�KHOSHG�WR�UHFRQVWUXFW�EXW�WKHLU�QHHGV�DUH
QRW�DGHTXDWHO\�LQFRUSRUDWHG�LQWR�HLWKHU�WKH�GHVLJQ�RI�SULYDWL]DWLRQ�SURJUDPPHV�RU�ILVFDO
IUDPHZRUNV��+HQFH��SRVVLELOLWLHV�IRU�SRYHUW\�UHGXFWLRQ�DUH�PLVVHG�

7KH�XQHDV\� UHODWLRQVKLS�EHWZHHQ� UHFRQVWUXFWLRQ� DQG� UHIRUP� LV�GLVFXVVHG� LQ� WKLV�SDSHU�
DQG� LW� LV� RQH� RI� WKH� FRUH� LVVXHV� LQ� RXU� 818�:,'(5� SURMHFW�� 7KH� SURMHFW� LWVHOI
FRQFHQWUDWHV�RQ�D�VHW�RI�FRXQWULHV�ZKLFK�KDYH�D�KLVWRU\�RI�LQWHQVH�FRQIOLFW��WKH�HIIHFWV�RI
ZKLFK� WKH\� PXVW� RYHUFRPH�� DQG� D� SUHVVLQJ� QHHG� IRU� QHZ� GHYHORSPHQW� SROLFLHV�� QHZ
SXEOLF�H[SHQGLWXUH�DOORFDWLRQV�DQG�QHZ�LQVWLWXWLRQV�

,Q� PDNLQJ� RXU� FRXQWU\� VHOHFWLRQ�� ZH� KDYH� FKRVHQ� D� JURXS� ZLWK� D� FRPPRQ� KLVWRU\�
$QJROD�� (ULWUHD�� (WKLRSLD�� *XLQHD�%LVVDX�� 0R]DPELTXH�� DQG� 6RPDOLD�� 0DU[LVP�
/HQLQLVP� SURYLGHG� WKH� SROLWLFDO� DQG� HFRQRPLF� LQVSLUDWLRQ� IRU� WKHLU� HDUO\� GHYHORSPHQW
VWUDWHJLHV�� (QWHUSULVHV� DQG� UHVRXUFHV�ZHUH� QDWLRQDOL]HG��PDUNHW� FRQWUROV� LPSRVHG�� DQG

������������������������������������������������
��.RIL�$QQDQ�
$IULFD�1HHGV�2XWVLGH�+HOS��DQG�$OVR�1HHGV�WR�+HOS�,WVHOI
��,QWHUQDWLRQDO�+HUDOG�7ULEXQH�
����0D\���������

�� 6X]DQQH� 'DOH\� 
,Q� 0R]DPELTXH�� *XQV� IRU� 3ORZVKDUHV� DQG� %LF\FOHV
�� 1HZ� <RUN� 7LPHV�� �� )HEUXDU\
��������
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6RYLHW� VW\OH� SODQQLQJ� ZDV� DWWHPSWHG�� %XW� WKHVH� VWUDWHJLHV� IDLOHG� WR� FRQTXHU
XQGHUGHYHORSPHQW��SRYHUW\�GHHSHQHG�� DQG�HFRQRPLF� UHIRUP� �� DV� LQ� WKH�)RUPHU�6RYLHW
8QLRQ�LWVHOI���EHFDPH�DQ�XUJHQW�QHHG��,Q�(ULWUHD
V�FDVH��D�ZKROH�QHZ�VHW�RI�SROLFLHV�DQG
LQVWLWXWLRQV� DSSURSULDWH� WR� D� QHZ�QDWLRQ�PXVW� EH� FUHDWHG�� ,Q�6RPDOLD
V� FDVH�� HFRQRPLF
UHIRUP�ZDV�QHYHU�FRPSOHWHG�DQG�WKH�VWDWH�LWVHOI�FROODSVHG�

$IULFD
V�IRUPHUO\�VWDWH�VRFLDOLVW�FRXQWULHV�DUH�XQGHUWDNLQJ��RU�ZLOO�HYHQWXDOO\�XQGHUWDNH�
VRPH� RI� WKH� PRVW� FRPSUHKHQVLYH� UHIRUPV� VHHQ� LQ� $IULFD�� $OWKRXJK� WKHLU� VRFLDOLVW
H[SHULPHQWV�ZHUH� VKRUW�OLYHG� LQ� FRPSDULVRQ� WR� WKRVH� RI�$VLD� �&KLQD��/DRV��9LHWQDP��
(DVWHUQ�(XURSH��DQG�WKH�)RUPHU�6RYLHW�8QLRQ��((�)68���WKHLU�WUDQVLWLRQV�UDLVH�PDQ\�RI
WKH� VDPH� LVVXHV��7KHVH� LQFOXGH� LQYHVWPHQW� LQ� WKH� LQVWLWXWLRQV� �VXFK�DV�SURSHUW\� ULJKWV�
DSSURSULDWH� WR� D�PDUNHW� HFRQRP\�� WKH� FRQVWUXFWLRQ� RI� D� QHZ� ILQDQFLDO� V\VWHP� WR� IXQG
SULYDWH�LQYHVWPHQW��DQG�WKH�FUHDWLRQ�RI�D�GHYHORSPHQWDO�VWDWH��WR�QDPH�EXW�WKUHH�WDVNV��

%HFDXVH�$IULFD�KDV�QRZ�DEDQGRQHG�ROG�SROLWLFDO�DOOLDQFHV��DQG� WKH�6RYLHW�PRGHO� LV�QR
ORQJHU�VHHQ�DV�UHOHYDQW�� LWV�SROLF\PDNHUV�KDYH�SDLG�UHODWLYHO\� OLWWOH�DWWHQWLRQ� WR�ZKDW� LV
KDSSHQLQJ� LQ� WKH� WUDQVLWLRQ� FRXQWULHV�� 7KLV� LV� XQIRUWXQDWH�� VLQFH� WKH� SUREOHPV
HQFRXQWHUHG� LQ� WKH� ((�)68� WUDQVLWLRQV� DUH� HYLGHQW� LQ� $IULFD� DV� ZHOO�� 7KHVH� LQFOXGH
LQVWLWXWLRQDO�IDLOXUH��QRQ�WUDQVSDUHQW�SULYDWL]DWLRQ�� WKH�QHJOHFW�RI�DSSURSULDWH� UHJXODWLRQ
�HVSHFLDOO\�LQ�EDQNLQJ���DQG�D�VKDUS�DQG�VRFLDOO\�GHVWDELOL]LQJ�ULVH�LQ�LQHTXDOLW\�

(DFK� RI� RXU� FRXQWULHV� KDV� JRQH� WKURXJK� LQWHQVH� FRQIOLFW� UHVXOWLQJ� IURP� LQWHUQDO� DQG
H[WHUQDO��FROG�ZDU��SROLWLFDO�ULYDOULHV��H[DFHUEDWHG�E\�HFRQRPLF�IDLOXUH��:DU�KDV�NLOOHG�DW
OHDVW���PLOOLRQ�SHRSOH��PRVWO\�QRQ�FRPEDWDQWV��LQ�RXU�FRXQWULHV��7KHLU�SUHVHQW�SROLWLFDO
VLWXDWLRQV�DUH�PL[HG��0R]DPELTXH
V�UHFRQVWUXFWLRQ�EHJDQ�DIWHU�WKH������FHDVH�ILUH��DQG
KDV� DFFHOHUDWHG� DIWHU� WKH������HOHFWLRQV��7KH�/XVDND�SURWRFRO�RI������ IRUPDOO\� HQGHG
$QJROD
V�WZHQW\�\HDUV�RI�ZDU��EXW�ILJKWLQJ�HUXSWHG�DJDLQ�WKLV�\HDU�DQG�ZDU�PD\�UHVXPH�
(ULWUHD� DQG� (WKLRSLD� EHJDQ� UHFRQVWUXFWLRQ� DIWHU� WKH� 'HUJ
V� RYHUWKURZ� LQ� ����� DQG
(ULWUHD
V� LQGHSHQGHQFH��EXW� WKH� WZR�FRXQWULHV� IRXJKW�D�ERUGHU�ZDU� LQ������� ,Q�*XLQHD�
%LVVDX�D�SURPLVLQJ�UHFRYHU\�ZDV�VHW�EDFN�E\�D�PLOLWDU\�UHYROW�LQ������

%ULQJLQJ�SHDFH� WR�6RPDOLD��DQG� WKHQ�VWDUWLQJ�UHFRQVWUXFWLRQ�� LV�RQH�RI� WKH�PRVW�XUJHQW
WDVNV� IDFLQJ� WKH� LQWHUQDWLRQDO� FRPPXQLW\� WRGD\�� +RZ� WR� GR� WKLV� UDLVHV� D� P\ULDG� RI
SUREOHPV�� 2XU� FRXQWULHV� PD\� KROG� OHVVRQV� IRU� HYHQWXDOO\� UHEXLOGLQJ� 6RPDOLD� RU� LWV
VXFFHVVRU� VWDWHV�� DOWHUQDWLYHO\� 6RPDOLD
V� VLWXDWLRQ� PD\� EH� VR� XQLTXH� WKDW� WKH� UHOHYDQW
OHVVRQV�DUH�IHZ��%XW�LW�LV�LPSRUWDQW�WR�ILQG�RXW�

2XU�FKRVHQ�FRXQWULHV�DUH�DW�GLIIHUHQW�VWDJHV�RI�UHFRYHU\��ZLWK�VRPH�RQO\�MXVW�EHJLQQLQJ
�VHH�)LJXUH�����:LWK�WKH�H[FHSWLRQ�RI�0R]DPELTXH��WKHLU�UHFRYHULHV�KDYH�EHHQ�VHW�EDFN
E\�QHZ�SROLWLFDO�HYHQWV�WKLV�\HDU��7KLV�KDOWLQJ�SURJUHVV�LV�GXH�LQ�SDUW�WR�HFRQRPLF�IDFWRUV
LQFOXGLQJ�GLIILFXOWLHV�LQ�VWDUWLQJ�EURDG�EDVHG�JURZWK��WHQVLRQV�LQ�WUDGH�UHODWLRQV��(ULWUHD
DQG� (WKLRSLD��� DQG� WKH� FRQWLQXLQJ� FRQWHVW� RYHU� WKH� VWDWH� �*XLQHD�%LVVDX�� DV� ZHOO� DV
QDWXUDO�UHVRXUFH�ZHDOWK��$QJROD��

,Q� VXPPDU\�� RXU� FKRVHQ� FRXQWULHV� IDFH� D� UDQJH� RI� FKDOOHQJHV�� ZKLFK� DUH� DPRQJVW
$IULFD
V�PRVW� FRPSOH[��7KH� WLWOH�RI� WKLV�SDSHU� �DQG� DOVR� WKH� SURMHFW� LWVHOI�� UHIOHFWV� WKH
WKUHH� FKDOOHQJHV� WKH\� IDFH��RYHUFRPLQJ�XQGHUGHYHORSPHQW� DQG� WKH� SRWHQWLDO� LQVWDELOLW\
DVVRFLDWHG�ZLWK� LW�� FRPSOHWLQJ� WKH� WUDQVLWLRQ� IURP� VWDWH� VRFLDOLVP�� DQG� UHFRQVWUXFWLRQ
IURP�FRQIOLFW�VR�WKDW�SHDFH�LV�GXUDEOH��)LJXUH����
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FIGURE 1
TYPOLOGY OF UTR COUNTRIES

In reconstruction

Moving out of conflict

In conflict

Mozambique
(earliest and most sustained transition)

Eritrea and Ethiopia
(provided that recent tensions are resolved)

Angola
(provided that the peace
process gets back on track)

Guinea-Bissau
(provided that the peace deal holds)

Somalia
(negotiations between warlords
have not yet established peace. Somaliland
has seceded)

Note: this summarizes the situation in November 1998.

FIGURE 2
THE THREE CHALLENGES:

UNDERDEVELOPMENT, TRANSITION AND RECONSTRUCTION
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based growth
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7KH�LQWHQWLRQ�RI�RXU�SURMHFW�LV�WR�GUDZ�RXW�OHVVRQV�IRU�WKH�FKRVHQ�FRXQWULHV��EXW�DOVR�IRU
$IULFD�PRUH�JHQHUDOO\��LQFOXGLQJ�ERWK�LWV�FRQIOLFW�DQG�QRQ�FRQIOLFW�FRXQWULHV��&RQIOLFW��
ZK\� LW� RFFXUV��ZK\� VRPH� FRXQWULHV� DYRLG� LW�� KRZ�ZH� HQG� LW�� DQG� KRZ�ZH� UHFRQVWUXFW
DIWHUZDUGV���LV�WKH�LVVXH�IDFLQJ�$IULFD�WRGD\�

2QH� GLIILFXOW\� IRU� UHVHDUFK� LQ� WKLV� DUHD� LV� WKH� VKHHU� VFDOH� DQG� YDULHW\� RI� WKH� SUREOHPV
IDFHG� E\� FRQIOLFW� DQG� SRVW�FRQIOLFW� FRXQWULHV�� ,Q� JHWWLQJ� WR� JULSV�ZLWK� WKH� GHWDLOV�� LW� LV
HDV\� WR� ORRVH� VLJKW� RI� WKH� ODUJHU� SLFWXUH�� :H� WKHUHIRUH� QHHG� D� VWUXFWXUH� WR� SURYLGH
RXUVHOYHV�ZLWK�D�IUDPH�RI�UHIHUHQFH�

7KH�VWUXFWXUH�RI�RXU�875�SURMHFW�HPHUJHV�IURP�WKH�REVHUYDWLRQ��RIWHQ�PDGH��WKDW�ZKLOH
DLG�SURYLGHV�HVVHQWLDO�KHOS��VXFFHVV�XOWLPDWHO\�GHSHQGV�XSRQ�WKH�FDSDFLWLHV�DQG�DFWLRQV
RI� QDWLRQDO� DFWRUV�� 7KHVH� DUH�� FRPPXQLWLHV�� HQWUHSUHQHXUV�� DQG� WKH� VWDWH�� %XW
FRPPXQLWLHV�DUH�LPSRYHULVKHG��SULYDWH�VHFWRUV�DUH�XQGHUGHYHORSHG��DQG�VWDWHV�DUH�ZHDN�
6XFFHVV� WKHUHIRUH� UHTXLUHV� RYHUFRPLQJ� HDFK� RI� WKHVH� SUREOHPV�� 7KH� HIIRUWV� RI� DLG
GRQRUV��LQ�ERWK�WKH�UHVRXUFHV�WKH\�SURYLGH�DQG�WKHLU�DGYLFH��PXVW�EH�GLUHFWHG�WR�WKLV�HQG�

7KH�VWUXFWXUH�RI�RXU�SURMHFW�LV�WKHUHIRUH�RUJDQL]HG�DURXQG�WKHVH�WKUHH�QDWLRQDO�DFWRUV�DQG
WKH�FKDOOHQJHV���RI�XQGHUGHYHORSPHQW��WUDQVLWLRQ��DQG�UHFRQVWUXFWLRQ���WKDW�WKH\�IDFH�

�� FRPPXQLW\�UHFRQVWUXFWLRQ��WKH�UHFRQVWUXFWLRQ�RI�FRPPXQLWLHV�DQG�WKHLU�VRFLDO�FDSLWDO
XQGHUSLQV� QDWLRQDO� UHFRQVWUXFWLRQ�� 6HHLQJ� KRZ� FRPPXQLWLHV� UHEXLOG�� ZKDW� WKHLU
QHHGV�DUH��DQG�KRZ�WKH\�DGMXVW��VXFFHVVIXOO\�RU�QRW��WR�HFRQRPLF�UHIRUP�LV�FULWLFDO�WR
IRFXVLQJ�SXEOLF�SROLF\�RQ�VRFLDO�SULRULWLHV��HVSHFLDOO\�SRYHUW\�UHGXFWLRQ��+RZ�FDQ�WKH
KDUG�FKRLFHV�QHFHVVDU\�IRU�KXPDQ�GHYHORSPHQW�EHVW�EH�PDGH"

�� WKH�QHZ�SULYDWH�VHFWRU��D�YLJRURXV�SULYDWH�VHFWRU��DQG�EURDG�EDVHG�GHYHORSPHQW�� LV
XQOLNHO\� WR� DULVH� ZLWKRXW� ZHOO�GHVLJQHG� SULYDWL]DWLRQV�� DSSURSULDWH� UHJXODWRU\
SROLFLHV��DQG�DQ�HIILFLHQW�ILQDQFLDO�V\VWHP��,Q�FUHDWLQJ�D�PDUNHW�HFRQRP\��ZKDW�FDQ
$IULFDQ� FRXQWULHV� OHDUQ� IURP� WKHLU� RZQ� WUDQVLWLRQ� H[SHULHQFHV� DQG� WKRVH� LQ� WKH
)68�((�DQG�HOVHZKHUH"

�� WKH� GHYHORSPHQWDO� VWDWH�� FRPPXQLWLHV� DQG� HQWUHSUHQHXUV� FDQ� RQO\� VXFFHVVIXOO\
UHEXLOG� LI� D� GHYHORSPHQWDO� VWDWH�� DQG� LWV� LQVWLWXWLRQV�� LV� FUHDWHG� DQG� HIIHFWLYHO\
ILQDQFHG��2WKHUZLVH�ZH�DUH�OHIW�ZLWK�D�
ZLVK�OLVW
�RI�WKLQJV�WR�EH�GRQH��DQG�QR�KRSH�RI
DFKLHYLQJ� WKHP�� %XW� ZKDW� PXVW� D� GHYHORSPHQWDO� VWDWH� GR� DQG� KRZ� FDQ� LWV� ILVFDO
SUREOHPV�EH�RYHUFRPH"

7KLV�SDSHU�GLVFXVVHV�WKH�LVVXHV��EHJLQQLQJ�ZLWK�DQ�RYHUYLHZ�RI�FRXQWU\�KLVWRULHV��DQG�D
IUDPHZRUN� WKURXJK� ZKLFK� WR� LQWHUSUHW� WKHLU� FXUUHQW� SUREOHPV� �VHFWLRQ� ,,��� 7KH� WKUHH
PDMRU�WKHPHV�DUH�WKHQ�GLVFXVVHG�LQ�VHFWLRQV�,,,��FRPPXQLW\�UHFRQVWUXFWLRQ���,9��WKH�QHZ
SULYDWH� VHFWRU��� DQG�9� �WKH�GHYHORSPHQWDO� VWDWH���7KH�SDSHU� FRQFOXGHV�E\�GUDZLQJ� RXW
VRPH�LQLWLDO�OHVVRQV�DQG�E\�VXJJHVWLQJ�ZD\V�IRUZDUG��7KH�SXUSRVH�RI�WKH�SDSHU�LV�QRW�WR
EH� FRPSUHKHQVLYH�� QRU� WR� H[SORUH� LQGLYLGXDO� FRXQWU\� H[SHULHQFHV� LQ� GHWDLO�� 5DWKHU�� LWV
REMHFWLYH�LV�WR�VHW�WKH�VFHQH�DQG�WR�VWLPXODWH�GHEDWH�
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,,���62&,$/,60��&21)/,&7�$1'�75$16,7,21

����6WDWH�VRFLDOLVP

:KLOH�VRFLDOLVP�ZDV� LQIOXHQWLDO�DFURVV�SRVW�LQGHSHQGHQFH�$IULFD��875�FRXQWULHV�GUHZ
PRUH� H[SOLFLWO\� RQ� 0DU[LVP�/HQLQLVP� WKDQ� WKH� 
KXPDQLVW
� VRFLDOLVW� H[SHULPHQWV� LQ
FRXQWULHV�VXFK�DV�7DQ]DQLD�DQG�=DPELD��0DU[LVP
V�DSSHDO�OD\�LQ�LWV�FULWLTXH�RI�FRORQLDO
H[SORLWDWLRQ�DQG�DV�DQ�LGHRORJLFDO�PHDQV�IRU�RYHUFRPLQJ�HWKQLF�GLIIHUHQFHV�DQG�IRFXVLQJ
RQ�QDWLRQ�EXLOGLQJ��%XW�LWV�IDWDO�FRQVHTXHQFH�ZDV�DQ�RYHU�FHQWUDOL]DWLRQ�RI�SROLWLFDO�DQG
HFRQRPLF�SRZHU�RQFH�LQGHSHQGHQFH�ZDV�ZRQ�

������7KH�/XVRSKRQH�FRXQWULHV

$QJROD�� *XLQHD�%LVVDX�� DQG� 0R]DPELTXH� ZRQ� WKHLU� LQGHSHQGHQFH� DIWHU� WKH� ����
3RUWXJXHVH�UHYROXWLRQ��0DF4XHHQ����������%XW�WKH�GHDWKV�RI�WKH�FKDULVPDWLF�OLEHUDWLRQ
OHDGHUV��$JRVWLQKR�1HWR��$PLOFDU�&DEDO��DQG�6DPRUD�0DFKHO��WRJHWKHU�ZLWK�WKH�IDOORXW
IURP�WKH�FROG�ZDU�DQG�DSDUWKHLG�6RXWK�$IULFD��FRPELQHG�WR�XQGHUPLQH�HDUO\�KRSHV��DQG
HFRQRPLHV�FUXPEOHG�XQGHU�6RYLHW�LQVSLUHG�SODQQLQJ�DQG�WKH�UHVXPSWLRQ�RI�FRQIOLFW�

$QJROD
V�03/$��EDFNHG�E\�&XED�DQG�WKH�6RYLHW�8QLRQ��VHL]HG�SRZHU�LQ������DIWHU�WKH
3RUWXJXHVH� UHYROXWLRQ�� DQG� GHIHDWHG� ULYDO�PRYHPHQWV� EDFNHG� E\� WKH�86� DQG� UHJLRQDO
SRZHUV��%XW� WKLV�PDUNHG� WKH� VWDUW� RI� D� WZHQW\�\HDU� FLYLO�ZDU��81� VSRQVRUHG� HOHFWLRQV
ZHUH�KHOG�LQ�������WKH�03/$�ZRQ��81,7$�UHMHFWHG�WKH�UHVXOW��DQG�LQWHQVH�ILJKWLQJ�WRRN
SODFH�RYHU��������� �3DUVRQV���������7KH�HFRQRP\�VOXPSHG�DQG�K\SHULQIODWLRQ� IXUWKHU
HURGHG� OLYLQJ� VWDQGDUGV� �,0)�� ������ 6WHQPDQ�� ������� $� QHZ� SHDFH� DJUHHPHQW� ZDV
VLJQHG�LQ�������WKH�VWDUW�RI�D�SHDFH�SURFHVV�ZKLFK�LV�QRW�\HW�FRPSOHWH��VHH�%R[����

$QJROD�KDV�KXJH�RLO�UHVHUYHV�DQG�SURGXFWLRQ�FRXOG�HYHQWXDOO\�H[FHHG�WKDW�RI�1LJHULD��LW
SURGXFHV� ��� SHU� FHQW� RI� WKH� ZRUOG
V� GLDPRQGV� �$QJROD� LV� WKH� ZRUOG
V� WKLUG� ODUJHVW
SURGXFHU�E\�VRPH�HVWLPDWHV���DQG�LW�ZDV�RQFH�WKH�ZRUOG
V�IRXUWK�ODUJHVW�FRIIHH�SURGXFHU
�,0)������E������/LEHUDOL]DWLRQ�EHJDQ�LQ�WKH�HDUO\�����V��EXW�LW�KDV�EHHQ�HUUDWLF�DQG�WKH
HFRQRP\�UHPDLQV�RQH�RI�$IULFD
V�PRVW�FRQWUROOHG��WKH�SDUDOOHO�PDUNHW�H[FKDQJH�UDWH�KDV
EHHQ�GRXEOH�WKH�RIILFLDO�UDWH��$JXLODU��������$JXLODU�DQG�6WHQPDQ����������2LO�UHYHQXHV
KDYH�IDOOHQ�E\����SHU�FHQW�IROORZLQJ�WKH�FRQWLQXHG�ZHDNQHVV�LQ�WKH�ZRUOG�RLO�SULFH��DQG
WKLV�KDV�LQ�WXUQ�LQFUHDVHG�SUHVVXUH�WR�DFFHOHUDWH�UHIRUP�

2I� WKH� /XVRSKRQH� FRXQWULHV�� 0R]DPELTXH� LQLWLDOO\� SURJUHVVHG� WKH� PRVW� DIWHU
LQGHSHQGHQFH��:X\WV���������%\� WKH� ODWH�����V�� WKH�SULPDU\�KHDOWK�FDUH� V\VWHP�ZDV�D

������������������������������������������������
��6mR�7RPp�H�3ULQFLSH��SRSXODWLRQ����������LV�DOVR�SDUW�RI�WKLV�JURXS��3RUWXJXHVH�SODQWDWLRQV��ZKLFK�RQFH
SURGXFHG����SHU�FHQW�RI�WKH�ZRUOG
V�FRFRD��ZHUH�FROOHFWLYL]HG�DIWHU�LQGHSHQGHQFH��7KH�SODQWDWLRQV�UHPDLQ
LQ�GHFOLQH��GHVSLWH�SULYDWL]DWLRQ�LQ�������RXWSXW�LV�QRZ�KDOI�LWV������OHYHO���6mR�7RPp�H�3ULQFLSH�UHPDLQV
DQ�H[WUHPHO\�IUDJLOH�VWDWH�DQG�PD\�EH�RQ�WKH�HGJH�RI�FRQIOLFW�

�� 7KH� RYHUYDOXHG� FXUUHQF\� KDV� EHHQ� PDLQWDLQHG� E\� VWURQJ� SROLWLFDO� LQWHUHVWV�� RIILFLDOV� ZLWK� DFFHVV� WR
IRUHLJQ�H[FKDQJH�DW�WKH�RIILFLDO�UDWH�UHVHOO�LW�RQ�WKH�SDUDOOHO�PDUNHW��,Q�PLG������D�VWHSSHG�GHYDOXDWLRQ�WR
EULQJ�WKH�RIILFLDO�UDWH�LQWR�OLQH�ZLWK�WKH�SDUDOOHO�PDUNHW�UDWH�ZDV�DQQRXQFHG�
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BOX 1
FROM CONFLICT TO PEACE?

Angola. The Lusaka protocol of November 1994 mediated by the UN formally ended 19 years of
conflict. A cease-fire took effect in 1995, UN peacekeepers were deployed, and a government of
national unity was formed in 1997. However, UNITA refuses to fully implement the Lusaka
agreement. Serious fighting broke out in May 1998 as UNITA, which still has 15,000 well armed
troops under its control, began retaking areas it had handed over, and as government forces
pushed into UNITA-held areas. In mid 1998, the government came to the aid of the Kabila
government in the Democratic Republic of Congo (DRC), with the aim of destroying the support
of Congo’s rebels for UNITA. In September 1998, UNITA members were excluded from
parliament and the government. The UN has announced its intention to withdraw unless
progress is resumed.

Eritrea and Ethiopia. Fighting broke out in May 1998 over a small border area that both countries
claim. The introduction of Eritrea’s new currency in 1997, and deteriorating trade relations, also
fuelled the conflict. The two countries are now in an uneasy stand off. Ethiopia’s larger
population (55 million) would seem to make it militarily stronger than Eritrea (3 million) but Eritrea
is better armed, has shorter lines of communication, and successfully resisted the armies of
Selassie and the Derg for thirty years.

Guinea-Bissau. Fighting broke out in June 1998 in the capital between army rebels and troops
loyal to President Joao Bernardo Vieira. The Senegalese Army and troops from Guinea
intervened under a pact to aid forces loyal to the president. Thousands died as they fled the
fighting, which continued until a cease-fire in late 1998. Under the peace agreement soldiers led
by General Ansumane Mane, who began the rebellion, are to be represented in a government of
national unity.

Mozambique. The country’s multi-party system has been in place since the presidential and
legislative elections of October 1994. Former opponents, FRELIMO and RENAMO, are in
government and opposition respectively. The 1994 elections were close: FRELIMO won 53 per
cent of the vote on a very high turnout. RENAMO threatened a last minute boycott of the 1994
elections, but relented after pressure from South Africa. It also threatened to pull out of the 1998
local elections. The next national elections are scheduled for 1999.

Somalia. Peace talks between some of the major clans took place in Cairo in December 1997,
but no breakthrough was achieved, partly because other clans were outside the process.
Somaliland (in the northeast) is the former British protectorate that was joined to the Italian
Colony at independence in 1962 to form Somalia. Somaliland broke away early in the conflict
and set up its own government (which is not internationally recognized, but has political relations
with neighbours such as Ethiopia). Somaliland trades with the Arabian Peninsula, and has its
own institutions including a central bank and a currency, both of which are weak.
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PRGHO�RI�LWV�NLQG�DQG�VFKRROLQJ�KDG�LPSURYHG��%XW�VPDOOKROGHUV�ZHUH�LOO�VHUYHG�E\�DQ
LQHIILFLHQW�VWDWH�PDUNHWLQJ�V\VWHP��DQG�UHVRXUFHV�ZHUH�VTXDQGHUHG�RQ�LOO�FRQFHLYHG�VWDWH
HQWHUSULVHV�� 7HQWDWLYH� UHIRUP� EHJDQ� LQ� ������ DFFHOHUDWHG� LQ� ������ DQG�PDGH� KHDGZD\
GHVSLWH�WKH�6RXWK�$IULFDQ�EDFNHG�ZDU��ZKLFK�LQWHQVLILHG�DIWHU�������3HDFH�FDPH�LQ�����
�%R[� ���� 0R]DPELTXH� KDV� QRZ� VXVWDLQHG� RQH� RI� WKH� ORQJHVW� UHIRUP� SURJUDPPHV� LQ
$IULFD��7KH�FRXQWU\�KDV�FRQVLGHUDEOH�SRWHQWLDO� LQ�DJULFXOWXUH�DQG�WRXULVP�DQG�FDQ�HDUQ
VXEVWDQWLDO� VXPV� IURP� LWV� SRUW� IDFLOLWLHV�� ZKLFK� EHIRUH� LQGHSHQGHQFH� KDQGOHG� ODUJH
YROXPHV�RI�WUDQVLW�WUDGH��*URZWK�LV�H[SHFWHG�WR�EH�DERYH����SHU�FHQW�LQ������

*XLQHD�%LVVDX
V� OLEHUDWLRQ�ZDU�GHYDVWDWHG� WKH�UXUDO�HFRQRP\�LQ� WKH�����V��'HVSLWH� WKH
GHSWK� RI� UXUDO� SRYHUW\�� WKH� UXOLQJ� SDUW\� �3$,*&�� IRFXVHG� RQ� DQ� LPSRVVLEO\� DPELWLRXV
LQGXVWULDOL]DWLRQ� SODQ�� (FRQRPLF� SODQQLQJ� DQG� FRQWUROOHG� SULFHV� XQGHUPLQHG� JURZWK
�$OYHVVRQ� DQG� =HMDQ�� ������� (FRQRPLF� WUDQVLWLRQ� EHJDQ� LQ� ������ DQG� PXOWL�SDUW\
HOHFWLRQV�ZHUH�KHOG�LQ�������WKH�3$,*&�ZRQ���3ULYDWL]DWLRQ�DFFHOHUDWHG�RYHU���������
WKH�HFRQRP\�EHJDQ�WR�GLYHUVLI\��DQG�*XLQHD�%LVVDX�MRLQHG�WKH�&)$�)UDQF�=RQH��=HMDQ
DQG�.RNNR���������%XW� LQVWDELOLW\�ZLWKLQ� WKH�3,$*&�KDV� FRQWLQXHG�� ,Q� -XQH� ������ DQ
DUP\� IDFWLRQ� DWWHPSWHG� D� FRXS�ZKHQ� WKH� SUHVLGHQW� ILUHG� WKH� KHDG� RI� WKH� DUPHG� IRUFHV
DFFXVLQJ�KLP�RI�DOORZLQJ�DUPV�WR�EH�VPXJJOHG�WR�UHEHOV�LQ�WKH�6HQHJDOHVH�SURYLQFH�RI
&DVDPDQFH��:LGHVSUHDG�ILJKWLQJ�WKHQ�RFFXUUHG��VHH�%R[����

������7KH�+RUQ�RI�$IULFD

$IWHU�WKH�RYHUWKUHZ�RI�(PSHURU�+DLOH�6HODVVLH�LQ�������(WKLRSLD
V�PLOLWDU\�UHJLPH��WKH
'HUJ�� LQWURGXFHG� H[WHQVLYH� HFRQRPLF� FRQWUROV� DQG� QDWLRQDOL]DWLRQ� �+DQVVRQ�� ������
'HVSLWH� VRPH� SURJUHVVLYH�PHDVXUHV� �ODQG� UHIRUP� IRU� H[DPSOH��� WKH� VWUDWHJ\� GHHSHQHG
(WKLRSLD
V� SRYHUW\�� 3ULYDWH� DJULFXOWXUDO� PDUNHWLQJ� ZDV� UHSUHVVHG�� LQWHU�UHJLRQDO� JUDLQ
PRYHPHQW�EDQQHG��DQG�VPDOOKROGHUV�ZHUH�KHDYLO\�WD[HG�E\�PHDQV�RI�ORZ�VWDWH�SURGXFHU
SULFHV� �'HUFRQ�� ������ :LQWHU�1HOVRQ�� ������� 7KHVH� PHDVXUHV�� WRJHWKHU� ZLWK� IRUFLEOH
UHVHWWOHPHQW�DQG�GURXJKW��FRQWULEXWHG�WR�WKH�IDPLQHV�RI�WKH�PLG�����V�ZKLFK�NLOOHG�RYHU
KDOI�D�PLOOLRQ�SHRSOH��0HVVHU�HW�DO��������

7KH� 'HUJ� DFFHOHUDWHG� WKH� ZDU� DJDLQVW� (ULWUHD�� WKH� IRUPHU� ,WDOLDQ� FRORQ\�%ULWLVK
3URWHFWRUDWH� WKDW� KDG� EHHQ� IRUFLEO\� PHUJHG� LQWR� (WKLRSLD� LQ� ������ (ULWUHD
V� OLEHUDWLRQ
PRYHPHQWV�DOOLHG�WKHPVHOYHV�ZLWK�WKRVH�LQ�7LJUD\�DQG�2URPR��DQG�WKH�0HQJLVWX�UHJLPH
IHOO�LQ�0D\�������3RZHU�SDVVHG�WR�WKH�7UDQVLWLRQDO�*RYHUQPHQW��DQG�WKHQ�WR�DQ�(35')
OHG� JRYHUQPHQW�� (ULWUHD� EHFDPH� GH� IDFWR� LQGHSHQGHQW� LQ� ������ DQG� GHFODUHG� IRUPDO
LQGHSHQGHQFH�LQ�������,\RE��������

*URZWK�UHVXPHG�LQ�ERWK�FRXQWULHV��EXW�UHFRYHU\�KDV�EHHQ�VHW�EDFN�E\�WKH�ERUGHU�FRQIOLFW
LQ� ����� �VHH� %R[� ���� 7KH� ZDU
V� HFRQRPLF� HIIHFWV� DUH� VHYHUH�� WKH� WUDQVLW� WUDGH� ZLWK
(WKLRSLD�ZDV�(ULWUHD
V�PDLQ�VRXUFH�RI�IRUHLJQ�FXUUHQF\�HDUQLQJV�DQG�(WKLRSLD�IDFHV�WKH
PXFK� KLJKHU� WUDQVSRUW� FRVWV� DVVRFLDWHG�ZLWK� UHGLUHFWLQJ� DOO� LWV� WUDGH� WKURXJK�'MLERXWL�
7KH� ULVH� LQ� PLOLWDU\� EXGJHWV� ZLOO� FURZG� RXW� VRFLDO� DQG� GHYHORSPHQW� VSHQGLQJ� LI� WKH
GLVSXWH�LV�QRW�UHVROYHG�

0XFK� RI� 6RPDOLD� UHPDLQV� XQVWDEOH�� 6RPDOL� OHDGHU� 6L\DDG� %DUUH� VHL]HG� SRZHU� DQG
SURFODLPHG� D� VRFLDOLVW� UHJLPH� LQ� ������ ODWHU� VZLWFKLQJ� WR� 86� VXSSRUW� DIWHU� (WKLRSLD
V
UHYROXWLRQ��$� VKRUW� EXW� EORRG\�ZDU�ZDV� IRXJKW�ZLWK�(WKLRSLD� LQ� WKH�PLG�����V��:LWK
LQFUHDVLQJ�PLOLWDU\� H[SHQGLWXUHV� DQG� HUUDWLF� SROLFLHV�� DQG� GHVSLWH� UHSHDWHG� DWWHPSWV� DW
VWUXFWXUDO�DGMXVWPHQW��VWDWH�LQVWLWXWLRQV�FUXPEOHG�LQ�D�FRPSHWLWLRQ�IRU�SRZHU�� ODQG��DQG
DLG� PRQH\� �$GDP� DQG� )RUG�� ������ &ODUNH� DQG� +HUEVW�� ������ &RROLGJH� DQG� 5RVH�



�

$FNHUPDQ�� ������� 3DVWRUDOLVW� LQFRPHV� IHOO� VKDUSO\� UHODWLYH� WR� WKRVH� RI� VHWWOHG� IDUPHUV
DQG� WKHVH�DQG�RWKHU� WHQVLRQV� OHG� WR�FLYLO�ZDU� �$XYLQHQ�DQG�.LYLPlNL�� �������+RSH�RI
UHVWRULQJ�SHDFH�KDV�VR�IDU�IRXQGHUHG��%R[����

7KH�HQWLUH�+RUQ�LV�RQFH�DJDLQ�DQ�DUHD�RI�H[WUHPH�LQVWDELOLW\��(WKLRSLD�KDV�ORQJ�VWDQGLQJ
ERUGHU�GLVSXWHV�ZLWK�6RPDOLD��%RWK�(ULWUHD�DQG�(WKLRSLD�DUH�RSSRVHG�WR�WKH�*RYHUQPHQW
RI� 6XGDQ�� DQG� LWV� ZDU� LQ� VRXWKHUQ� 6XGDQ�� (ULWUHD� KDV� ERUGHU� GLVSXWHV� ZLWK� 6XGDQ�
'MLERXWL��DQG�<HPHQ�

������2WKHU�0DU[LVW�H[SHULPHQWV

$� QXPEHU� RI� RWKHU� $IULFDQ� FRXQWULHV� ZHQW� WKURXJK�0DU[LVW� H[SHULPHQWV� �VHH� +HUEVW�
����� IRU� D� UHYLHZ��� 7KHVH� LQFOXGH� %HQLQ�� &RQJR� �%UD]]DYLOOH��� *XLQHD�� (TXDWRULDO
*XLQHD�� DQG� 0DGDJDVFDU�� (FRQRPLF� SROLF\� ZDV� FKDRWLF� �VHH� IRU� H[DPSOH� (NKROP
)ULHGPDQ�������RQ�&RQJR���0DU[LVP�/HQLQLVP�TXLFNO\� EHFDPH� D� YHQHHU� IRU� SHUVRQDO
JDLQ� DQG� GHVSRWLVP� LQ� WKHVH� FRXQWULHV� GLIIHUHG� OLWWOH� IURP� WKDW� RI� WKH� 
QRQ�LGHRORJLFDO

$PLQ�RI�8JDQGD�RU�%RNDVVD�RI�WKH�&HQWUDO�$IULFDQ�5HSXEOLF��7KHLU�VXEVHTXHQW�KLVWRULHV
KDYH�EHHQ�YHU\�PL[HG��,Q�%HQLQ��(TXDWRULDO�*XLQHD��DQG�0DGDJDVFDU�IRUPHU�HOLWHV�VKHG
WKHLU�VRFLDOLVW�LGHRORJ\�DQG�KDYH�UHWDLQHG�SROLWLFDO�FRQWURO���&RQJR�ZHQW�WKURXJK�D�VZLIW
DQG�EORRG\�FLYLO�ZDU�LQ�������LQ�ZKLFK�WKH�ILUVW�HOHFWHG�SUHVLGHQW�ZDV�RYHUWKURZQ�DIWHU
GHFLVLYH� LQWHUYHQWLRQ� E\�$QJRODQ� IRUFHV�� ,WV� IRUWXQHV� LQWHUDFW�ZLWK� WKRVH� RI� WKH� KLJKO\
XQVWDEOH�'5&��%HQLQ��DIWHU�D�VKDN\�VWDUW��DSSHDUV�WR�EH�PRYLQJ�IRUZDUG��+XPDQ�ULJKWV
FRQWLQXH�WR�EH�DEXVHG�LQ�(TXDWRULDO�*XLQHD�DQG�WKH�FRXQWU\
V�QHZ�DQG�ODUJH�RLO�UHYHQXHV
DSSHDU� WR� EH� PLVXVHG�� 7KH� SURVSHFWV� RI� %HQLQ�� &RQJR� �%UD]]DYLOOH��� *XLQHD� DQG
(TXDWRULDO�*XLQHD�QRZ�SDUWO\�GHSHQG�RQ� WKH� IXWXUH�RI� WKH�&)$�)UDQF�=RQH��RI�ZKLFK
WKH\�DUH�PHPEHUV�RU�DVSLULQJ�PHPEHUV�

����$OWHUQDWLYH�SDWKV

:KDW�GRHV� WKH� IXWXUH�KROG"�0XFK�GHSHQGV� RQ� FRXQWULHV� UHDFKLQJ� SROLWLFDO� VHWWOHPHQWV
WKDW� FDQ�PHGLDWH� HWKQLF� DQG� UHJLRQDO� GLIIHUHQFHV�� RQO\� WKHQ� FDQ� SHDFH� DQG� JURZWK� EH
VXVWDLQHG�� 2WKHUZLVH�� WKH� PRWLYDWLRQ� WR� FDSWXUH� WKH� VWDWH� RU� WR� VHFHGH� ZLOO� UHPDLQ�
5XOLQJ�SDUWLHV�VDZ�/HQLQ
V�SULQFLSOH�RI� 
GHPRFUDWLF�FHQWUDOLVP
�DV� WKH� LGHRORJ\� WR�ELQG
WKHLU�QHZ�QDWLRQV�WRJHWKHU��EXW�WKLV�OHG�WR�WKH�FUHDWLRQ�RI�UHSUHVVLYH�DQG�RYHU�FHQWUDOL]HG
VWDWHV�� 1HZ� VROXWLRQV� PXVW� EH� IRXQG�� (WKLRSLD� DQG� (ULWUHD� KDYH� JUDSSOHG� ZLWK� WKLV
SUREOHP� VLQFH� ������ WKH� UHVXOW� ZDV� WKH� DJUHHG� VHFHVVLRQ� RI� (ULWUHD�� WKH� ILUVW� WR� EH
LQWHUQDWLRQDOO\� UHFRJQL]HG� LQ� $IULFD� �7URQYROO�� ������� (WKLRSLD
V� ����� FRQVWLWXWLRQ
HVWDEOLVKHG�D�IHGHUDO�V\VWHP�RI�HWKQLFDOO\�EDVHG�UHJLRQV��HDFK�ZLWK�LWV�RZQ�SDUOLDPHQW�

7KH� DJHQGD�RI�SROLWLFDO� GHFHQWUDOL]DWLRQ�RYHUODSV�ZLWK� WKDW� RI� GHPRFUDWL]DWLRQ��+HUEVW
�������QRWHV�WKDW�E\�WKH�HQG�RI�WKH�����V�$IULFD
V�0DU[LVW�OHDGHUV�ZHUH�ZLOOLQJ�WR�UHMHFW
0DU[LVP���ZKLFK�KDG�IDLOHG�DV�D�GHYHORSPHQW�PRGHO���EXW�QRW�/HQLQLVP��WKH�LGHRORJ\�RI
WKH� RQH� SDUW\� VWDWH� DQG� RI� FHQWUDOL]HG� SRZHU��1HYHUWKHOHVV��PXOWL�SDUW\� HOHFWLRQV� KDYH
EHHQ�KHOG�DV�WKH�UHVXOW�RI�GRPHVWLF�SUHVVXUH�IRU�GHPRFUDWL]DWLRQ��SROLWLFDO�FRQGLWLRQDOLW\
DWWDFKHG� WR�DLG��DQG�DV�SDUW�RI� WKH�SROLWLFDO� VHWWOHPHQW� WR�HQG�ZDU� �%UDWWRQ�DQG�YDQ�GH
:DOOH��������+DUH��������
������������������������������������������������
�� ,Q�%HQLQ�� WKH� ILUVW� IUHHO\� HOHFWHG� SUHVLGHQW� �D�PDUNHW� OLEHUDO��ZDV� GHIHDWHG� LQ� WKH� VHFRQG� HOHFWLRQ� E\
%HQLQ
V� IRUPHU�0DU[LVW� GLFWDWRU�ZKR� QRZ� KDV� D� OLEHUDO� LGHRORJ\� �%UDWWRQ� DQG� YDQ� GH�:DOOH�� ������� ,Q
0DGDJDVFDU�� WKH� IRUPHU�0DU[LVW� SUHVLGHQW� UHWXUQHG� WR� SRZHU� LQ� WKH� ����� SUHVLGHQWLDO� HOHFWLRQ� �%DNHU�
�����������
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'HPRFUDWL]DWLRQ�JLYHV�YRLFH�WR�XQGHUGHYHORSHG�UHJLRQV�DQG�WKHLU�GHPDQG�IRU�PRUH�KHOS
IURP�WKH�FHQWUH��GHPDQGV�ZKLFK�VWDWH�VRFLDOLVP�VXSSUHVVHG��,Q�0R]DPELTXH��WKH�V\VWHP
RI� PXOWL�SDUW\� HOHFWLRQV� DW� ERWK� WKH� QDWLRQDO� DQG� ORFDO� OHYHOV� LV� LQWHQGHG� WR� PHGLDWH
UHJLRQDO� WHQVLRQV�� 7KH� QDWLRQ� UHPDLQV� LQWDFW�� EXW� SROLWLFDO� SRZHU� LV� EHLQJ� GHYROYHG
WKURXJK�GHFHQWUDOL]DWLRQ��6\QJH��������

(ULWUHD�(WKLRSLD�DQG�0R]DPELTXH�DUH�WZR�ZD\V�LQ�ZKLFK�SROLWLFDO�VHWWOHPHQW�PLJKW�EH
UHDFKHG�LQ�$IULFD��9LOODOyQ���������7KH�ILUVW�LV�
UHFRQILJXUDWLRQ
�RI�WKH�ROG�QDWLRQ�VWDWH�WR
FUHDWH�QHZ�VWDWHV��WKH�VHFRQG�LV� 
FRQVROLGDWLRQ
�RI�WKH�H[LVWLQJ�QDWLRQ�VWDWH�WKURXJK�QHZ
SROLWLFDO� DUUDQJHPHQWV� �VHH� )LJXUH� �� ZKLFK� VNHWFKHV� WKH� WZR� DOWHUQDWLYHV��� 7KH
(ULWUHD�(WKLRSLD� SDWK� DSSHDUHG� SURPLVLQJ� XQWLO� WKLV� \HDU�� EXW� ZDU� QRZ� WKUHDWHQV� ERWK
(ULWUHD�DV�D�QDWLRQ�DQG�WKH�SROLWLFDO�VHWWOHPHQW�LQ�(WKLRSLD�LWVHOI�

7KH� FRQVROLGDWLRQ� DQG� UHFRQILJXUDWLRQ� SDWKV� UHTXLUH� FRQVLGHUDEOH� LQVWLWXWLRQDO
LQYHVWPHQW� WR�PDNH� WKH� HFRQRPLF� IUDPHZRUN� �� WKH�GHYROXWLRQ�RI� ILVFDO� SRZHUV� DFURVV
UHJLRQDO�DQG�FHQWUDO�JRYHUQPHQW�IRU�H[DPSOH���FRPSDWLEOH�ZLWK�WKH�SROLWLFDO�VHWWOHPHQW��
1LJHULD��D� IHGHUDO� VWDWH� VLQFH� LQGHSHQGHQFH�� VKRZV� WKH� LQKHUHQW�GLIILFXOWLHV��7KH�GRQRU
FRPPXQLW\�PD\�EH�XQUHDOLVWLF�LQ�LWV�H[SHFWDWLRQV�DERXW�WKH�VSHHG�RI�SURJUHVV�WKDW�FDQ�EH
DFKLHYHG��VHH�VHFWLRQ�9�RQ�WKH�ILVFDO�DVSHFWV��

'HPRFUDWL]DWLRQ� LV� D� PHDQV� WR� DQ� HQG�� LW� FRQVWUDLQV� �� EXW� FDQ� QHYHU� HOLPLQDWH� �
RSSRUWXQLVWLF� EHKDYLRXU� E\� SROLWLFDO� OHDGHUV� DQG� WKH� DVVRFLDWHG� FRUUXSWLRQ� DQG� UHQW
VHHNLQJ� WKDW� KROG� EDFN� EURDG�EDVHG� GHYHORSPHQW�� 'HPRFUDWL]DWLRQ� LV� DOVR� DQ� HQG� LQ
LWVHOI��VLQFH�IUHHGRP�WR�FKRRVH�RQH
V�JRYHUQPHQW�� IUHHGRP�RI�H[SUHVVLRQ��DQG�IUHHGRP
IURP�IHDU�DUH�EDVLF�KXPDQ�ULJKWV��LUUHVSHFWLYH�RI�GHPRFUDWL]DWLRQ
V�GHYHORSPHQW�HIIHFW�

0XOWL�SDUW\�HOHFWLRQV�DUH��KRZHYHU��
LQFRPSOHWH�FRQWUDFWV
��HOHFWRUDWHV�FDQ�YRWH�RXW�EDGO\
SHUIRUPLQJ�SROLWLFLDQV��EXW�DEXVHV�RI�SRZHU�ZLOO�VWLOO�RFFXU��3HUVVRQ�HW�DO���������0DWXUH
GHPRFUDFLHV� KDYH� KLVWRULHV� RI� LQYHVWPHQWV� LQ�PHFKDQLVPV� WR� LPSURYH� WKH� GHPRFUDWLF
FRQWUDFW� WKURXJK�� IRU� H[DPSOH�� WKH� VHSDUDWLRQ� RI� SRZHUV� EHWZHHQ� WKH� H[HFXWLYH� DQG
OHJLVODWLYH�ERGLHV��DQG�WKH�GHYHORSPHQW�RI�D�IUHH�PHGLD��7KH�LQVWLWXWLRQ�RI�GHPRFUDF\�LV
WKHUHIRUH� IDU�PRUH� WKDQ�PXOWL�SDUW\�HOHFWLRQV�� LPSRUWDQW�DV� WKH\�PD\�EH� �%HYDQ�������
�����

7KHVH� LQVWLWXWLRQDO� LQYHVWPHQWV� WDNH�FRQVLGHUDEOH�DPRXQWV�RI� WLPH��+XQWLQJGRQ� ������
�����DUJXHV�WKDW�GHPRFUDF\�EHFRPHV�LQVWLWXWLRQDOL]HG�RQO\�DIWHU�WZR��QRW�RQH��WXUQRYHUV
RI� JRYHUQPHQW� �� WKLV� VLJQDOV� WKDW� WKH� PDLQ� SROLWLFDO� FRQWHQGHUV� DUH� ZLOOLQJ� WR� \LHOG
JURXQG�WKURXJK�WKH�GHPRFUDWLF�SURFHVV��7KH�8QLWHG�6WDWHV�DFKLHYHG�WKLV����\HDUV�DIWHU
LQGHSHQGHQFH��1RERG\�FDQ�VD\�ZLWK�DQ\�FRQILGHQFH�WKDW�GHPRFUDF\�KDV�EHJXQ�WR�HPEHG
LWVHOI�LQ�PXFK�RI�$IULFD��FHUWDLQO\�QRW�LQ�RXU�SURMHFW�FRXQWULHV�

$QJROD� UHPDLQV� DW� D� FULWLFDO� MXQFWXUH�� 7KH� $QJRODQ� SHDFH� SODQ� LV� EDVHG� RQ� WKH
FRQVROLGDWLRQ� SDWK�� EXW� WKLV� KDV� QRW� \HW� \LHOGHG� D� SROLWLFDO� VHWWOHPHQW� WKURXJK� ZKLFK
UHFRQVWUXFWLRQ� FDQ� JR� IRUZDUG�� 5HFRQILJXUDWLRQ� �� XQGHU� ZKLFK� 81,7$�KHOG� WHUULWRU\
VHFHGHV� �� LV�QRW�XS�IRU�QHJRWLDWLRQ��DQG�81,7$�GRHV�QRW�KDYH� WKH�SRZHU��RU�DOOLHV�� WR
DFKLHYH�LW�E\�IRUFH��%XW�LW�FDQ�FRQWLQXH�WKH�ILJKW��7KH�JRYHUQPHQW�KDV�WKH�PLOLWDU\�PHDQV
WR�GHIHQG�LWVHOI��EXW�QRW�WKH�PHDQV�WR�ZLQ�RXWULJKW��6WDJQDWLRQ��RU�ZRUVH��VHHPV�WR�EH�WKH

������������������������������������������������
��2Q�WKH�UROH�RI�HFRQRPLF�SROLF\�LQ�UHVROYLQJ�FRQIOLFW�VHH�%R\FH�DQG�3DVWRU��������DQG�6WHZDUW��������
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FIGURE 3
ALTERNATIVE PATHS
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LPPHGLDWH�IXWXUH��SDUWLFXODUO\�VLQFH�ERWK�VLGHV�DUH�QRZ�SOD\LQJ�XS�WKH�FRQIOLFW
V�HWKQLF
GLPHQVLRQV�

6RPDOLD�FROODSVHG�DV�D�VWDWH�DV� LWV� LQVWLWXWLRQV�ZHUH� 
PLQHG�RXW
�E\�LWV�SROLWLFDO� OHDGHUV�
7KH�GH�IDFWR�VHFHVVLRQ�RI�6RPDOLODQG�UHVXOWHG��ZKLOH�WKH�UHPDLQGHU�LV�GLYLGHG�EHWZHHQ
ZDUORUGV��DQG�VKLIWLQJ�FODQ�DOOLDQFHV��0XEDUDN��������7KDNXU���������7KH�FRQVROLGDWLRQ
URXWH�WR�UHFRQVWUXFWLRQ�DSSHDUV�XQOLNHO\��DQG�SROLWLFDO�VHWWOHPHQW�WKURXJK�UHFRQILJXUDWLRQ
PD\�EH�QHFHVVDU\�LI�WKH�FXUUHQW�LPSDVVH�LV�WR�EH�EURNHQ�

+RZ�WKH�875�VLWXDWLRQV�UHVROYH�WKHPVHOYHV��DQG�ZKHWKHU�WKH�RXWFRPHV�DUH�JRRG�RU�EDG�
ZLOO� \LHOG� YDOXDEOH� OHVVRQV� IRU� $IULFD� DV� ZKROH�� SDUWLFXODUO\� UHJDUGLQJ� WKH� HFRQRPLF
GLPHQVLRQV� RI� WKH� SROLWLFDO� VHWWOHPHQW�� 2XU� IRXU�IROG� FODVVLILFDWLRQ� �� UHFRQILJXUDWLRQ�
FRQVROLGDWLRQ�� VWDJQDWLRQ�� DQG� FROODSVH� �� FDQ� EH� DSSOLHG� WR� RWKHU� $IULFDQ� FRXQWULHV�
%HQLQ�� IRU� H[DPSOH�� LV� IROORZLQJ� WKH� FRQVROLGDWLRQ� URXWH�� WKH� '5&� LV� LQ� D� SRVLWLRQ
VLPLODU� WR�WKDW�RI�$QJROD��DQG�6LHUUD�/HRQH�YHUJHV�RQ�VWDWH�IDLOXUH��$IULFD
V�IXWXUH�ZLOO
DOPRVW� FHUWDLQO\� VHH�PRUH� FDVHV� RI� VHFHVVLRQ� DQG� DWWHPSWHG� VHFHVVLRQ�� 8QIRUWXQDWHO\�
PDQ\� RI� WKHVH� ZLOO� RFFXU� DV� UHEHOOLRQV� DJDLQVW� XQ\LHOGLQJ� DQG� UHSUHVVLYH� VWDWHV� �WKH
VRXWKHUQ�6XGDQ�� IRU� H[DPSOH��RU� DV� WKH�RXWFRPH�RI� VWDWH� IDLOXUHV� LQ�ZKLFK� FHQWUDOL]HG
SRZHU�FROODSVHV�DQG�UHJLRQV�VSOLW�DZD\��WKH�FDVH�RI�6RPDOLODQG��DQG�SHUKDSV�WKH�'5&
V
IXWXUH��

'HPRFUDWL]DWLRQ�PD\�LQ�VRPH�FDVHV�HQFRXUDJH�VHFHVVLRQ��LWV�FRVWV�DUH�ORZHU�LI�VHFHVVLRQ
LV� SHDFHIXO��� $� UHJLRQ
V� LQFHQWLYH� WR� VHFHGH� LQFUHDVHV� LI� LW� H[SHFWV� WR� UHFHLYH� DV� DQ
LQGHSHQGHQW�QDWLRQ�PRUH�DVVLVWDQFH��WKURXJK�DLG��WKDQ�WKH�ILVFDO�WUDQVIHUV�WR�LW�IURP�WKH
FHQWUH� LQ� D� XQLILHG� QDWLRQ��� 7KH� ZD\� IRUZDUG� IRU� $IULFD� PD\� EH� WR� UHGUDZ� SROLWLFDO
ERXQGDULHV� �VWLOO� ODUJHO\� VHHQ� DV� VDFURVDQFW� E\� WKH� 2$8� DQG� 81�� DQG� IRU� IUHH� WUDGH
EHWZHHQ�WKH�UHVXOWLQJ�LQGHSHQGHQW�QDWLRQV��7KLV�PD\�EH�WKH�ZD\�WKH�ZRUOG�LV�PRYLQJ�LQ
DQ\�FDVH��,Q�WKH�HUD�RI�WKH�:72�WKH�EHQHILWV�IURP�EHLQJ�SDUW�RI�D�ODUJH�QDWLRQ�DUH�QRZ
VPDOOHU� WKDQ� LQ� WKH� ����V�� ZKHQ� 2$8�PHPEHUV� FRPPLWWHG� WKHPVHOYHV� WR� UHVSHFWLQJ
H[LVWLQJ� �FRORQLDO�� ERUGHUV��� 8QIRUWXQDWHO\�� $IULFD� KDV� D� GLVPDO� KLVWRU\� RI� UHJLRQDO
HFRQRPLF�FRRSHUDWLRQ��WKH�FRQWULEXWLRQ�RI�WUDGH�GLVDJUHHPHQWV�WR�(ULWUHD�(WKLRSLD�ZDU�LV
RQH�PRUH�GHSUHVVLQJ�H[DPSOH��5HGXFLQJ�WKH�FRQWLQHQW
V�KLJK�OHYHO�RI�LQVHFXULW\�LV�D�SUH�
FRQGLWLRQ� IRU� UHDSLQJ� WKH�JDLQV� IURP�JUHDWHU� UHJLRQDO� HFRQRPLF� FRRSHUDWLRQ��ZKDWHYHU
IRUP�LW�WDNHV�

����(FRQRPLF�WUDQVLWLRQ

$�6RYLHW�PLQLVWHU�YLVLWLQJ�WKH�FRQWLQHQW�GXULQJ�WKH�����V�FRQFOXGHG�WKDW� 
WKHUH�DUH�IHZ
SHRSOH� LQ� WKH� 6RYLHW�8QLRQ�ZKR�ZRXOG� UHFRPPHQG� EXLOGLQJ� D� VRFLDOLVW� VRFLHW\� XQGHU
WKHVH�SDUWLFXODU�FRQGLWLRQV�LQ�$IULFD
��TXRWHG�LQ�+HUEVW�������������1HYHUWKHOHVV��0DU[LVW
JRYHUQPHQWV�HQJDJHG�LQ�UDSLG�QDWLRQDOL]DWLRQ��FRQILGHQW� WKDW� WKH\�FRXOG�OHDS�DKHDG��,Q
WKH�HQG��VRFLDOLVP�ODVWHG�RQO\�D�GHFDGH�RU�VR��DQG�ZDV�LQWHUUXSWHG�E\�ZDU��6WDWH�FDSDFLW\
������������������������������������������������
��%XW�WKLV�LV�IDU�IURP�JLYHQ��XQLODWHUDO�VHFHVVLRQ�IURP�D�GHPRFUDF\�FDQ�VWLOO�OHDG�WR�ZDU��DV�WKH�KLVWRU\�RI
WKH�8QLWHG�6WDWHV�VKRZV�

��5HJLRQV�PD\� DOVR� FKRRVH� WR� VHFHGH� LI� WKH\�PDNH�QHW� WUDQVIHUV� WR� WKH� FHQWUH� �WKH� FDVH�RI� UHJLRQV�ZHOO
HQGRZHG�ZLWK�QDWXUDO� UHVRXUFHV���&ROOLHU�DQG�+RHIIOHU� �������HPSLULFDOO\�DVVHVV� WKH�GHWHUPLQDQWV�RI� WKH
LQFHQWLYH�WR�UHEHO�

�� $OHVLQD� DQG� 6SRODRUH� ������� VKRZ� WKDW� ZKHQ� WKH� LQWHUQDWLRQDO� WUDGH� HQYLURQPHQW� LV� OLEHUDO�� VPDOO
FRXQWULHV�FDQ�IUHHO\�WUDGH��DQG�WKHUHIRUH�WKH�EHQHILWV�WR�EH�EHLQJ�SDUW�RI�D�ODUJH�FRXQWU\�GLPLQLVK�



��

WR� UXQ� D� FRQWUROOHG� HFRQRP\� ZDV� PXFK� ZHDNHU� WKDQ� LQ� WKH� )68�((� RU� &KLQD� DQG
9LHWQDP�� DQG� SDUDOOHO�PDUNHWV� UHPDLQHG� DFWLYH� DQG� WRRN� LQFUHDVLQJ� VKDUHV� RI� WUDGH���
(WKLRSLD��IRU�D�WLPH��DFKLHYHG�WKH�PRVW�FRQWURO�RYHU�LQWHUQDO�WUDGH��+RZHYHU��VRFLDOLVP
V
LPSDFW� ZDV� VWLOO� FRQVLGHUDEOH�� ERWK� LQWHQWLRQDOO\� �SURSHUW\� QDWLRQDOL]DWLRQ�� DQG
XQLQWHQWLRQDOO\��SURGXFWLYLW\�FROODSVH��

(FRQRPLF�WUDQVLWLRQV�DUH�QRZ�RFFXUULQJ�DORQJVLGH�SROLWLFDO�WUDQVLWLRQV��([WHQVLYH�UHIRUP
EHJDQ� LQ�0R]DPELTXH� LQ� WKH� PLGGOH� RI� WKH� ZDU� �.\OH�� ������ 7LEDQD�� ������� $QJROD
EHJDQ�RQ�RII�UHIRUPV�LQ�WKH�����V��DQG�RXW�RI�GHVSHUDWLRQ�WR�VDYH�LWVHOI�WKH�'HUJ�UHJLPH
EHJDQ�OLEHUDOL]DWLRQ�D�\HDU�EHIRUH�LWV�RYHUWKURZ��%R[���VHWV�RXW�WKH�QHZ�DQG�ROG�SROLF\
DJHQGDV��0XFK�RI�WKLV�LV�FRPPRQ�WR�HFRQRPLF�UHIRUP�SURJUDPPHV�LQ�$IULFD�LQ�JHQHUDO�
7UDGH� OLEHUDOL]DWLRQ� DQG� WKH� HOLPLQDWLRQ� RI� FXUUHQF\� RYHUYDOXDWLRQ� DUH� LQWHQGHG� WR
UHVWRUH�LQFHQWLYHV�IRU�WKH�SURGXFWLRQ�RI�DJULFXOWXUDO�DQG�PDQXIDFWXUHG�WUDGDEOHV�DQG�VKLIW
HFRQRPLHV�WRZDUG�RXWZDUG�RULHQWDWHG�GHYHORSPHQW��3URGXFW��IDFWRU��DQG�FUHGLW�PDUNHWV
DUH� OLEHUDOL]HG� WR� UDLVH� HIILFLHQF\� DQG� UHGXFH� UHQW� VHHNLQJ�� 6HFWLRQV� ,,,�� ,9�� DQG� ,9
GLVFXVV�NH\�DVSHFWV�RI�WKLV�DJHQGD�IRU�875�FRXQWULHV��7KH�QHZ�DJHQGD�LV�DPELWLRXV�LQ
VFRSH�� DQG� WKH� OLEHUDOL]DWLRQ� FRPSRQHQWV� �DQG� WKHLU� VHTXHQFLQJ�� UHPDLQ� FRQWURYHUVLDO
�RQ�WKH�ODWWHU�VHH�&RUQLD�DQG�+HOOHLQHU��������/LSXPED���������&RXQWULHV�DUH�D�ORQJ�ZD\
IURP�DFKLHYLQJ�NH\�HOHPHQWV��SRYHUW\�UHGXFWLRQ�LV�QRW�\HW�LQFRUSRUDWHG�LQWR�WKH�RYHUDOO
PDFUR�IUDPHZRUN��IRU�LQVWDQFH�

7KH�6RYLHW�PRGHO�ZDV�LQDSSURSULDWH�IRU�$IULFD��DQG�QDWLRQDO�SROLF\�PDNHUV�KDYH�WXUQHG
WKHLU�DWWHQWLRQ�DZD\�IURP�GHYHORSPHQWV�LQ�WKHLU�ROG�DOOLHV��%XW��DV�WKLV�SDSHU�ZLOO�DUJXH�
WKHUH� LV� PXFK� RI� UHOHYDQFH� WR� $IULFD� LQ� WUDQVLWLRQ� H[SHULHQFHV� HOVHZKHUH�� GHVSLWH� WKH
GLIIHUHQW� KLVWRULFDO� FRQWH[WV�� 7UDQVLWLRQ� LQ� $VLD� DQG� ((�)68� \LHOGV� VHYHQ� HVSHFLDOO\
LPSRUWDQW�OHVVRQV��VHH�'HVDL�������DQG�6WLJOLW]��������IRU�UHYLHZV��

����:HDN�SURSHUW\�ULJKWV�DQG�ZHDN�GHPRFUDF\�HQDEOH�DOOLDQFHV�RI�ROG�SROLWLFDO�HOLWHV�DQG
QHZ� EXVLQHVVPHQ� WR� DFFXPXODWH� DVVHWV� E\� GLVWRUWLQJ� SULYDWL]DWLRQ� SURFHVVHV� DQG
WUDQVLWLRQ�SROLFLHV�IRU�WKHLU�RZQ�JDLQ��<DYOLQVN\���������&URQ\�FDSLWDOLVP�DQG�RUJDQL]HG
FULPH�UHSODFH�VWDWH�VRFLDOLVP�DQG�WKLV�HYHQWXDOO\�EORFNV�WUDQVLWLRQ�WR�EURDG�EDVHG�JURZWK
�DV�5XVVLD�QRZ�VHHPV�WR�VKRZ���7KHVH�SURFHVVHV�DUH�DSSDUHQW�LQ�FRQWHPSRUDU\�$IULFD�

���� /DUJH� DVVHW� WUDQVIHUV� VKDUSO\� UDLVH� LQFRPH� LQHTXDOLW\�� UHGXFH� SROLWLFDO� VXSSRUW� IRU
UHIRUP� �SHRSOH� UHDFW� DJDLQVW� DQ� XQHTXDO� GLYLVLRQ� RI� WKH� EXUGHQV��� DQG� OLPLW� JURZWK
V
EHQHILWV� IRU� WKH� SRRU�� ,QHTXDOLW\� GXH� WR�ZDU� LV� DOUHDG\� KLJK� LQ�875� FRXQWULHV�� LW� ZLOO
ZRUVHQ�LI�WUDQVLWLRQ�LV�EDGO\�GHVLJQHG��DQG�WKLV�ZLOO�HQGDQJHU�SROLWLFDO�VHWWOHPHQWV�

����0DQ\�WUDQVLWLRQ�HFRQRPLHV�KDYH�XQGHULQYHVWHG�LQ�WKH�FUHDWLRQ�RI�D�OHJDO�IUDPHZRUN
DSSURSULDWH� WR� D� GHPRFUDF\� DQG� D�PDUNHW� HFRQRP\�� WKLV� VKRXOG� KDYH� EHHQ� SKDVHG� LQ
PXFK� HDUOLHU� �'UDJQHYD�� ������� $V� D� UHVXOW� WKH� OHJDO� HQYLURQPHQW� LV� XQFHUWDLQ�� WKH
WUDQVDFWLRQV� FRVWV� RI� PDUNHW� H[FKDQJH� DUH� YHU\� KLJK� �D� EDUULHU� WR� EXLOGLQJ� D� PDUNHW
HFRQRP\���DQG�WKH�OHJDO�V\VWHP�LV�SROLWLFL]HG�WR�WKH�GLVDGYDQWDJH�RI�WKRVH�ZLWKRXW�SRZHU
�LQFOXGLQJ� WKH� SRRU��� 7KH� FRPPHUFLDO� ODZ� V\VWHPV� RI� 875� FRXQWULHV� DUH� VLPLODUO\
XQGHUGHYHORSHG��RXW�RI�GDWH��DQG�SURYLGH�PXFK�VFRSH�IRU�PDQLSXODWLRQ�

������������������������������������������������
���&RQWUROV�GLG�QRW�EHJLQ�ZLWK�LQGHSHQGHQFH�DQG�VWDWH�VRFLDOLVP��.H\�PDUNHWV�LQ�WKH�FRORQLDO�HFRQRPLHV
RI�3RUWXJXHVH�$IULFD�ZHUH�KHDYLO\�FRQWUROOHG��SDUWLFXODUO\�LQ�DJULFXOWXUH��WR�SURWHFW�VHWWOHU�LQWHUHVWV�
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BOX 2
POLICY FRAMEWORKS: OLD AND NEW AGENDAS

OLD AGENDA

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

enterprises in agriculture, industry, utilities,
finance and commerce

�� inward-orientated development: protection of
domestic market through import restrictions,
export taxes on agricultural tradables

�� Focus on large-scale manufacturing and
capital subsidies for large industries. Small-
and medium sized enterprises neglected.

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

Macro-economic policy
�� passive monetary financing of fiscal deficits

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

�� directed credit
�� exchange controls

�� quantitative import restrictions and high tariffs

�� currency overvaluation to subsidize capital-
intensive production

Natural resources management and
rural development
�� ownership of common property resources

(land, forests, fisheries) vested in the state
leading to over-exploitation

�� state marketing organizations: inefficient and
rent-seeking

�� controlled producer prices: real producer
price declines

�� subsidized inputs: fiscally unsustainable
�� state farms: inefficient use of public money
�� mandatory and coercive peasants

associations

NEW AGENDA

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

�� outward-orientated development: export-led
development, diversification into non-
traditional exports

�� neutral incentives for capital intensity:
reduction of disincentives to small and
medium sized enterprises

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

�� active use of fiscal and monetary targets, and
deepening of domestic market for
government debt to reduce monetization of
fiscal deficit

�� market determined interest rates: positive real
interest rates

�� market allocation of credit
�� liberalized current and capital account

transactions
�� QRs replaced by tariffs, average tariff level,

and dispersion of tariffs reduced
�� currency managed to maintain incentives to

tradables production

�� private commercial land-ownership and/or
traditional land tenure strengthened

�� private traders

�� indicative producer prices

�� uncontrolled input markets
�� smallholder and commercial farms
�� voluntary smallholder associations
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����3ULYDWL]DWLRQ�HDVHV� ILVFDO� SUHVVXUHV�� LQFUHDVHV� HFRQRPLF� HIILFLHQF\�� DQG�HQFRXUDJHV
IRUHLJQ� LQYHVWPHQW��%XW� LWV�EHQHILWV�DUH� ORVW�ZLWKRXW� HIIHFWLYH� UHJXODWLRQ� WR�SURWHFW� WKH
SXEOLF�LQWHUHVW�ZKHQ�FRPSHWLWLRQ�LV�LPSHUIHFW���WKH�FDVH�LQ�PDQ\�)68�((�SULYDWL]DWLRQV
�6WLJOLW]�� ������� 'HYHORSHG� HFRQRPLHV� KDYH� LQYHVWHG� LQ� WKH� QHFHVVDU\� LQVWLWXWLRQV�
WUDQVLWLRQ�HFRQRPLHV�PXVW�EXLOG�WKH�VDPH�FDSDFLW\��VHH�VHFWLRQ�,9��

����$�VRXQG� ILQDQFLDO� V\VWHP� LV� FULWLFDO� WR� HFRQRPLF� UHFRYHU\�� EXW� LW� LV� QRW� FUHDWHG�E\
UDSLG�OLEHUDOL]DWLRQ���DV�WKH�)68�((�WUDQVLWLRQV��DQG�$VLD
V�SUHVHQW�FULVLV��GHPRQVWUDWH�
5HJXODWRU\�FDSDFLW\�PXVW�EH�EXLOW�SULRU�WR�OLEHUDOL]DWLRQ��DQG�IXOO�ILQDQFLDO�OLEHUDOL]DWLRQ
PD\�EH�XQGHVLUDEOH�IURP�WKH�SHUVSHFWLYH�RI�PDFUR�HFRQRPLF��DQG�VRFLDO��VWDELOLW\��875
FRXQWULHV�KDYH�YHU\�OLWWOH�FDSDFLW\�WR�HIIHFWLYHO\�UHJXODWH�WKH�ILQDQFLDO�VHFWRU�

����7KH�VWDWH�KDV�UHPDLQHG�FKURQLFDOO\�XQGHUIXQGHG�LQ�PDQ\�WUDQVLWLRQ�FRXQWULHV��5XVVLD
LQ� SDUWLFXODU� �/LQHV�� ������� :LWKRXW� HDUO\� DQG� XUJHQW� DWWHQWLRQ� WR� WD[� UHIRUP�� SXEOLF
UHYHQXHV�UHPDLQ�WRR�ORZ�WR�HQVXUH�EDVLF�VWDWH�FDSDFLW\��WKH�WD[�EDVH�UHPDLQV�WRR�QDUURZ
DQG�LV�VXEMHFW�WR�LQFUHDVLQJO\�KLJKHU�OHYHOV�RI�WD[��7KLV�SUREOHP�LV�GLVFXVVHG�LQ�GHWDLO�LQ
VHFWLRQ�9�LQ�WKH�FRQWH[W�RI�875�FRXQWULHV�

���� 7UDQVLWLRQ� FRXQWULHV� KDYH� XQGHUHVWLPDWHG� WKH� HFRQRPLF� UHWXUQV� WR� EXLOGLQJ
GHPRFUDWLF�LQVWLWXWLRQV��$�VWURQJ�GHPRFUDF\�SURYLGHV�WKH�SROLWLFDO�VSDFH�IRU�LQGHSHQGHQW
ILQDQFLDO� UHJXODWLRQ�DQG�DQ� LPSDUWLDO� OHJDO�V\VWHP�� WKH�PHFKDQLVP� WR�GLUHFW�SROLF\�DQG
SXEOLF�H[SHQGLWXUHV�WRZDUGV�QDWLRQDO� ��QRW�SULYDWH� �� LQWHUHVWV��DQG� WKH�RQO\�VDWLVIDFWRU\
PHFKDQLVP�IRU�UHFRQFLOLQJ�FRPSHWLQJ�HQGV�ZLWK�OLPLWHG�PHDQV��7KH�875�SROLF\�GHEDWH
LV�WRR�RIWHQ�PDUNHG�E\�D�VHSDUDWLRQ�EHWZHHQ�WKH�HFRQRPLF�DQG�SROLWLFDO�GLPHQVLRQV�RI
WUDQVLWLRQ�UHFRQVWUXFWLRQ�

,Q� VXPPDU\�� WKH� WUDQVLWLRQ� H[SHULHQFHV� LQ� $VLD� DQG� ((� VKRZ� WKDW� D� ZHOO�IXQFWLRQLQJ
PDUNHW� HFRQRP\� FDQQRW� EH� FUHDWHG� E\� OLEHUDOL]DWLRQ� DORQH�� ,QVWLWXWLRQDO� GHYHORSPHQW�
HVSHFLDOO\�GHPRFUDWL]DWLRQ��LV�FUXFLDO��7KLV�SDSHU�DUJXHV�WKDW�WKHVH�WUDQVLWLRQ�H[SHULHQFHV
DUH�KLJKO\�UHOHYDQW�WR�875�FRXQWULHV��DQG�H[DPSOHV�DUH�JLYHQ�WKURXJKRXW�WKH�SDSHU�

����$Q�DQDO\WLFDO�IUDPHZRUN

2XU� GLVFXVVLRQ� KDV� VR� IDU� KLJKOLJKWHG� WKH� FRPSOH[LWLHV� RI� WKH� UHFRQVWUXFWLRQ� DQG
WUDQVLWLRQ�SURFHVVHV��%XW�LW�LV�HDV\�WR�EHFRPH�ORVW�LQ�WKH�GHWDLO��DQG�WR�ORRVH�VLJKW�RI�WKH
ZKROH�� :H� QRZ� VHW� RXW� D� PRGHO�� ZKLFK� PDNHV� VLPSOLI\LQJ� DVVXPSWLRQV� LQ� RUGHU� WR
FODULI\�WKH�LQWHUDFWLRQ�EHWZHHQ�UHFRQVWUXFWLRQ�DQG�WUDQVLWLRQ�

������8QFHUWDLQW\�DQG�LWV�HIIHFWV

$�NH\�VW\OL]HG�IDFW�LV�WKH�FKURQLF�XQFHUWDLQW\�WKDW�FKDUDFWHUL]HV�875�KLVWRULHV����3ULYDWH
GLVFRXQW�UDWHV�DUH�KLJK�DQG�RSSRUWXQLVWLF�EHKDYLRXU�IORXULVKHV��7KH�HIIHFWV�DUH�VNHWFKHG
LQ�)LJXUH���

������������������������������������������������
���7KH� WKHPH�RI�XQFHUWDLQW\�DQG� LWV� LPSDFW�RQ�HFRQRPLF� VWUXFWXUHV� LV�H[SORUHG�E\�%DWHV� �������DPRQJ
RWKHUV�
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FIGURE 4
UNDERDEVELOPMENT-CONFLICT CYCLE

History of weak institutions
- formal eg. laws, constitutions
- informal eg. shared values, 

ethics

Chronic uncertainty

Short-term returns emphasised
Opportunistic behaviour

Under-investment &
unbalanced investment

By private entrepreneurs

- focus on commerce

- under-investment in 
production

- shallow business networks

Low & unbalanced growth

Conflict

Institutional destruction

By the state

- weak state capacity

- predation/corruption

- insufficient/unbalanced
social & economic 

investment

By communities

- limited investment in
human, physical &

environmental capital

- fractured social capital

-focus on subsistence
to avoid expropriation
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�� 8QFHUWDLQW\� UDLVHV� WKH�DOUHDG\�KLJK�ULVN�DYHUVLRQ�RI�SRRU� FRPPXQLWLHV��7KH\� IRFXV
RQ�VXEVLVWHQFH�DQG�DYRLG�FDVK�FURSV��7KH�GHPDQG�IRU�HGXFDWLRQ�IDOOV�DV�WKH�H[SHFWHG
UHWXUQ�LV�ORZ��2SSRUWXQLVWLF�EHKDYLRXU���RYHU�H[SORLWLQJ�FRPPRQ�SURSHUW\�UHVRXUFHV
IRU�H[DPSOH���LQFUHDVHV�DV�XQFHUWDLQW\�ULVHV��6RFLDO�FDSLWDO��SDUWLFXODUO\�WKH�WUXVW�WKDW
XQGHUSLQV�LQIRUPDO�FRPPXQLW\�VDIHW\�QHWV��GHFOLQHV�

�� (QWUHSUHQHXUV� IDYRXU�FRPPHUFH� �LQWHUQDO�DQG�H[WHUQDO� WUDGH���&RPPHUFH�KDV�PRUH
LPPHGLDWH� UHWXUQV� WKDQ�SURGXFWLRQ�DQG� UHTXLUHV� OHVV�SK\VLFDO�FDSLWDO�� WKLV�PDNHV� LW
HDVLHU� WR� H[LW� LI� LQVWDELOLW\� LQFUHDVHV�� DQG� OHVV� YXOQHUDEOH� WR� SROLF\� UHYHUVDO�
8QFHUWDLQW\�GLVFRXUDJHV�IRUHLJQ�LQYHVWPHQW���

�� 8QFHUWDLQW\�XQGHUPLQHV�WKH�VWDWH��3ROLWLFDO�OHDGHUV�DQG�FLYLO�VHUYDQWV�PD[LPL]H�WKHLU
RZQ�ZHOIDUH� UDWKHU� WKDQ� WKDW�RI� WKH�QDWLRQ�� ,QVWLWXWLRQDO� LQYHVWPHQW� LV� LJQRUHG��DQG
VWDWH� LQVWLWXWLRQV� GHSUHFLDWH�� /RQJ�WHUP� SODQQLQJ� LV� UHSODFHG� E\� D� FXOWXUH� RI
FRUUXSWLRQ�DQG�UHQW�VHHNLQJ��&RUUXSWLRQ�LV�D�JUHDWHU�GLVLQFHQWLYH�WR�LQYHVWPHQW�WKDQ
HTXLYDOHQW�WD[DWLRQ��VHH�:HL��������

)RU� HDFK� QDWLRQDO� DFWRU�� XQFHUWDLQW\� ORZHUV� WKH� LQYHVWPHQW� UDWH� DQG� VNHZV� LW� WRZDUGV
DFWLYLWLHV�ZLWK�VKRUW�WHUP�UHWXUQV�

������6HFWRUDO�FKDQJH

&RQVLGHU�)LJXUH���ZKLFK�GLYLGHV�WKH�HFRQRP\�LQWR�WZR�VHFWRUV��6��DFWLYLWLHV�ZKLFK�KDYH
VKRUW�WHUP�UHWXUQV��VXFK�DV�FRPPHUFH�LQ�VDIH�DUHDV��DQG�/��DFWLYLWLHV��PDLQO\�SURGXFWLRQ�
ZLWK�ORQJ�WHUP�UHWXUQV���7KH�ODWWHU�DUH�PRUH�YXOQHUDEOH�WR�FRQIOLFW�DQG�SROLF\�UHYHUVDO�E\
YLUWXH�RI� WKHLU�KLJKHU�IL[HG�FDSLWDO�UHTXLUHPHQWV�DQG� ORFDWLRQ��HVSHFLDOO\� LQ� WKH�FDVH�RI
DJULFXOWXUH����

7KUHH�SURGXFWLRQ�IURQWLHUV�DUH�VKRZQ��33��SHDFH���::��ZDU��DQG�55��UHFRYHU\���7KHVH
KDYH�WKH�XVXDO�SURSHUWLHV��7KH�SHDFH�HTXLOLEULXP�LV�DW�(S�ZKHUH�WKH�UHODWLYH�SULFH�OLQH�S
�L�H��WKH�UHODWLYH�UHWXUQV�LQ�WKH�WZR�VHFWRUV��LV�WDQJHQW�WR�WKH�SURGXFWLRQ�IURQWLHU�33��,Q�D
SHDFHIXO� HFRQRP\� WKH� /� VHFWRU� ZLOO� WHQG� WR� EH� ODUJHU� WKDQ� WKH� 6� VHFWRU�� DOWKRXJK� LWV
UHODWLYH�VL]H�DQG�FRPSRVLWLRQ�ZLOO�GHSHQG�RQ�NH\�SROLF\�YDULDEOHV�VXFK�DV�WKH�H[FKDQJH
UDWH��$V�VKRZQ�� WKH�/� VHFWRU�DFFRXQWV� IRU�D� ODUJHU� VKDUH�RI�RXWSXW� WKDQ�6� VHFWRU� DW� WKH
HTXLOLEULXP�(S��*URZWK�ZLOO�EH�DORQJ�D�UD\�VXFK�DV�*S��7KH�SHDFH�JURZWK�SDWK�PD\�QRW
EH�RSWLPDO��WKH�SUH�ZDU�875�SDWKV�ZHUH�FHUWDLQO\�QRW�EURDG�EDVHG��VHH�EHORZ��

������7KH�ZDU�HFRQRP\

$IULFD
V�ZDUV�GHVWUR\�KXPDQ���SK\VLFDO���VRFLDO��DQG�QDWXUDO��FDSLWDO�DQG�WKH�WUDQVDFWLRQV
FRVWV� RI� PDUNHW� DFWLYLW\� ULVH� �VHH� VHFWLRQ� ,,,��� $Q\� ZDUWLPH� SURGXFWLRQ� IURQWLHU� PXVW
������������������������������������������������
��� 7KH� PDMRU� H[FHSWLRQ� LV� WKH� RLO� DQG� JDV� VHFWRUV�� 7KH� RLO� DQG� JDV� VHFWRUV� LQ� $QJROD� DQG� &RQJR
�%UD]]DYLOOH��DUH�RIIVKRUH��DQG�WKHUHIRUH�SURWHFWHG�IURP�SLOODJH��0RUH�JHQHUDOO\��RSSRQHQWV�XVXDOO\�DYRLG
GDPDJLQJ�RU�RYHU�WD[LQJ�WKH�PLQLQJ�DQG�RLO�VHFWRUV��7KHVH�DUH�D�VRXUFH�RI�SHUVRQDO�ZHDOWK�DQG�IXQGV�IRU
DUPV�SXUFKDVHV��WKHLU�UHYHQXH�DOVR�UHSUHVHQWV�WKH�
SUL]H
�IRU�FDSWXULQJ�WKH�VWDWH��$�QXPEHU�RI�875�FRQIOLFWV
FHQWUH�DURXQG�FRQWURO�RYHU�QDWXUDO� UHVRXUFHV�� ,Q�$QJROD�� WKH�JRYHUQPHQW�KDV�RLO� DQG�GLDPRQG� UHYHQXHV�
ZKLOH� 81,7$� KDV� UHSRUWHGO\� HDUQHG� XS� WR� ����� PQ� SHU� \HDU� IURP� GLDPRQGV� �WKLV� PD\� EH� DQ� RYHU�
HVWLPDWH���&RQIOLFW�FRQWLQXHV�LQ�6RPDOLD�RYHU�WKH�IHUWLOH�EDQDQD�JURZLQJ�DUHDV�RI�WKH�VRXWK��EDQDQD�H[SRUWV
KDYH�SDLG�IRU�DUPV�LPSRUWV�

���,Q�RUGHU�WR�DJJUHJDWH�DFWLYLWLHV�LQWR�WKHVH�WZR�VHFWRUV�ZH�DVVXPH�DZD\�DQ\�FKDQJHV�LQ�UHODWLYH�SULFHV
EHWZHHQ�WKH�VXE�FRPSRQHQWV�RI�6�DQG�/�
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FIGURE 5
PEACE, WAR AND RECOVERY
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WKHUHIRUH� OLH� ZLWKLQ� WKH� SHDFHWLPH� IURQWLHU� �KLVWRULFDOO\� QRW� WKH� FDVH� LQ� DOO� ZDUV�� EXW
FHUWDLQO\�WKH�FDVH�LQ�875�FLYLO�ZDUV���/�DFWLYLWLHV�DUH�KLW�KDUGHU�WKDQ�6�DFWLYLWLHV��DQG�WKH
SURGXFWLRQ�IURQWLHU�FKDQJHV�VKDSH��WR�IRUP�::���5HWXUQV�WR�6�DFWLYLWLHV�ULVH�UHODWLYH�WR�/
DFWLYLWLHV��VKRZQ�E\�WKH�VKDOORZHU�SULFH�OLQH�Z���$�QHZ�HTXLOLEULXP�VXFK�DV�(Z�HPHUJHV
ZKLFK�ZLOO�SURYH�WHPSRUDU\�LI�ZDU�LQWHQVLILHV���

7KHUH� PD\� EH� SHULRGV� RI� JURZWK� �� IURP� D� SRLQW� EHORZ� WKH� SHDFHWLPH� RXWSXW� OHYHO� �
GHSHQGLQJ�RQ�WKH�ZDU
V�FKDUDFWHULVWLFV��IRU�LQVWDQFH�FKDQJHV�LQ�WKH�JHRJUDSKLFDO�VSUHDG
RI�WKH�ILJKWLQJ���%XW�WKHVH�ZLOO�EH�DORQJ�D�UD\�VXFK�DV�*Z��6XFK�JURZWK�LV�XQOLNHO\�WR�EH
EURDG�EDVHG�� )LUVW�� VPDOOKROGHU� DJULFXOWXUH� WRJHWKHU� ZLWK� WKH� QRQ�IDUP� HFRQRP\� �� WKH
PDLQ�OLYHOLKRRGV�RI�WKH�SRRU���ZLOO�FRQWUDFW�GXULQJ�ZDU��6HFRQG��DQ\�QHZ�JURZWK�PD\�EH
FRQFHQWUDWHG� LQ� DUHDV� RI� QDWXUDO� UHVRXUFH� H[WUDFWLRQ�� SURWHFWHG� IURP�ZDU�� WKLV� LV� RIWHQ
FDSLWDO� LQWHQVLYH� ZLWK� IHZ� HPSOR\PHQW� OLQNDJHV� �$QJRODQ� RLO�� IRU� H[DPSOH��� 7KLUG�
FRPPHUFH�ZLOO�UHYROYH�DURXQG�UHQW�VHHNLQJ�DFWLYLWLHV�DULVLQJ�RXW�RI�UDWLRQLQJ�DQG�SULFH
FRQWUROV�LPSRVHG�XQGHU�VWDWH�VRFLDOLVP�DQG�H[WHQGHG�GXULQJ�ZDUWLPH��6RPH�RI�WKH�UHQWV
PD\�WULFNOH�GRZQ�WR�WKH�XUEDQ�LQIRUPDO�VHFWRU��ZKRVH�VL]H�LQFUHDVHV�DV�ZDU�IRUFHV�UXUDO
WR� XUEDQ� PLJUDWLRQ��� 7KHUHIRUH�� DQ\� ZDUWLPH� JURZWK� ZLOO� EH� DVVRFLDWHG� ZLWK� ULVLQJ
LQHTXDOLW\�DQG�LV�XQOLNHO\�WR�UHGXFH�UXUDO�SRYHUW\�

1RWH��KRZHYHU��WKDW�WKH�PDQDJHPHQW�RI�WKH�ZDU�HFRQRP\�DIIHFWV�WKH�VL]H�RI�WKH�SRYHUW\
DQG� LQHTXDOLW\�HIIHFWV� �)LW]*HUDOG��������6WHZDUW�DQG�)LW]*HUDOG��������� ,Q�(ULWUHD�� DQ
HIIHFWLYH�IRRG�GLVWULEXWLRQ�V\VWHP�DQG�KLJK�OHYHOV�RI�VRFLDO�PRELOL]DWLRQ�FRQWDLQHG�VRPH
RI� WKH� ZRUVW� HIIHFWV�� 0R]DPELTXH
V� JRYHUQPHQW� PDQDJHG� WR� LPSOHPHQW� OLYHOLKRRG
SURMHFWV�LQ�VRPH�VDIH�DUHDV��,Q�FRQWUDVW��$QJROD�KDV�VHHQ�ODUJH�LQFUHDVH�LQ�LQHTXDOLW\�DQG
SRYHUW\��WKH�ODWWHU�PLWLJDWHG�VRPHZKDW�E\�GRQRU�DQG�1*2�HIIRUWV��EXW�ZLWK�RQO\�PHDJUH
JRYHUQPHQW�FRPPLWPHQW��

������3HDFH�DQG�UHFRYHU\

,I� SHDFH� LV� SHUPDQHQW�� XQFHUWDLQW\� IDOOV�� UHODWLYH� UHWXUQV� VKLIW� EDFN� LQ� IDYRXU� RI
SURGXFWLRQ� LQYHVWPHQWV�� DQG� QHZ� LQYHVWPHQW� LQ� WKH�/� VHFWRU� �SURGXFWLRQ�� RFFXUV�� 7KH
SURGXFWLRQ�IURQWLHU�VKLIWV�WR�RQH�VXFK�DV�55�

7R� VLPSOLI\�� ZH� FRXOG� DVVXPH� WKDW� WKH� HFRQRP\� UHWXUQV� WR� WKH�*S� JURZWK� SDWK�� DQG
HYHQWXDOO\� WKH�SHDFHWLPH�RXWSXW� OHYHO� �33�� LV� UHFRYHUHG��7KH� VSHHG�DW�ZKLFK� UHFRYHU\
RFFXUV�GHSHQGV�RQ� LQYHVWPHQW� LQHUWLD� �WKH� H[SHFWDWLRQV�RI� LQYHVWRUV�� DQG� KRZ� IDVW� WKH
ILQDQFLDO�VHFWRU�FDQ�EH�UHFRQVWUXFWHG�WR�IXQG�SULYDWH�LQYHVWPHQW��VHH�VHFWLRQ�,9��

%XW�WKLV�ZRXOG�EH�DQ�RYHU�VLPSOLILFDWLRQ��$�UHWXUQ�WR�WKH�SUH�ZDU�SDWWHUQ�RI�JURZWK��*S�
LV�XQOLNHO\�VLQFH�WKH�GLVWULEXWLRQ�RI�DVVHWV��DQG�WKHUHIRUH�LQFRPHV��FKDQJHV�GXULQJ�ZDU�
DQG�WKLV�DOWHUV�WKH�SRVW�ZDU�JURZWK�SDWWHUQ��'LVWUHVVHG�DVVHW�VDOHV�DQG�KXPDQ�FDSLWDO�ORVV
ZLOO�EH�KLJKHVW�ZKHQ�OLWWOH�HIIRUW�LV�PDGH�WR�SURWHFW�WKH�SRRU�GXULQJ�ZDU��DQG�ZKHQ�WKH
PLOLWDU\� DQG� SROLWLFDOO\� SRZHUIXO� PDQDJH� WKH� ZDUWLPH� HFRQRP\� WR� DFFXPXODWH� DVVHWV
�'XIILHOG�� ������ SURYLGHV� PDQ\� H[DPSOHV��� ,I� VR�� SRVW� ZDU� JURZWK� ZLOO� EH� HYHQ� OHVV
EURDG�EDVHG�WKDQ�SUH�ZDU�JURZWK���

������������������������������������������������
��� 7KH� FRQFHSW� RI� 
HTXLOLEULXP
� LV� DQ� DQDO\WLFDO� GHYLFH� RQO\�� ZH� GR� QRW� LPSO\� DQ\� NLQG� RI� VRFLDO� RU
HFRQRPLF�VWDELOLW\�

���$JDLQ��WKH�W\SH�RI�ZDU�LV�FULWLFDO�WR�WKH�RXWFRPH��,I�VXFFHVVIXO��D�ZDU�RI�OLEHUDWLRQ��DJDLQVW�FRORQLDOLVP�
RU�D�ZDU�RI�UHYROXWLRQ��PD\�VKLIW�DVVHWV�WRZDUGV�WKH�SRRU��SRVW�ZDU�JURZWK�PD\�WKHQ�EH�PRUH�EURDG�EDVHG�
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7KLV� UDLVHV� WKUHH�GDQJHUV��)LUVW�� RQFH�KLJK� LQHTXDOLW\� LV� HPEHGGHG� LQ� D� FRXQWU\
V� DVVHW
GLVWULEXWLRQ�LW�LV�YHU\�GLIILFXOW�WR�UHYHUVH��DV�6RXWK�$IULFD�DQG�=LPEDEZH�GHPRQVWUDWH��
7KLV� LQ� WXUQ� UHGXFHV� WKH�DPRXQW�RI�SRYHUW\� UHGXFWLRQ� DVVRFLDWHG�ZLWK� HDFK�SHUFHQWDJH
SRLQW� RI� JURZWK�� 6HFRQG�� LQWHUQDWLRQDO� HYLGHQFH� VXJJHVWV� WKDW� KLJK� LQLWLDO� LQHTXDOLW\
UHGXFHV� JURZWK� �$OHVLQD�� ������� 6R�� SRVW�ZDU� JURZWK� PD\� EH� VORZHU� WKDQ� SUH�ZDU
JURZWK�ZKHQ� LQHTXDOLW\� ULVHV� VKDUSO\� GXULQJ�ZDUWLPH�� 7KLUG�� KLJK� LQHTXDOLW\� WHQGV� WR
LQFUHDVHV�D�VRFLHW\
V�SURSHQVLW\�WR�FRQIOLFW��1DI]LJHU�DQG�$XYLQHQ��������

0RUHRYHU�� UHFDOO� RXU� DVVHUWLRQ� LQ� WKH� LQWURGXFWLRQ� WKDW� UHFRQVWUXFWLRQ� VKRXOG� QRW� EH
DERXW� UHFUHDWLQJ� WKH� SDVW��*S� LV� XQOLNHO\� WR� KDYH� EHHQ� RSWLPDO� IRU� SRYHUW\� UHGXFWLRQ
�HVSHFLDOO\� LQ� WKH� /XVRSKRQH� FRXQWULHV�� ZKLFK� LQKHULWHG� FRORQLDO� HFRQRPLHV� LQ� ZKLFK
LQIUDVWUXFWXUH� VHUYHG� VHWWOHUV� QRW� VPDOOKROGHUV��� 7R� DFKLHYH� EURDG�EDVHG� JURZWK� DQ
HQWLUHO\�QHZ�JURZWK�SDWWHUQ�ZLOO�EH�QHFHVVDU\�� ,Q�DGGLWLRQ�� WKH�SUH�ZDU�JURZWK�SDWWHUQ
PD\� KDYH� FRQWULEXWHG� WR� ZDU� LWVHOI� WKURXJK� E\�SDVVLQJ� WKH� QHHGV� RI� XQGHUGHYHORSHG
UHJLRQV�

������7KH�UHFRQVWUXFWLRQ�WUDQVLWLRQ�QH[XV

7KXV�IXQGDPHQWDO�FKDQJHV�LQ�GHYHORSPHQW�VWUDWHJ\�ZLOO�EH�UHTXLUHG�LQ�WKH�WKUHH�DUHDV�RI
SROLFLHV��SXEOLF�H[SHQGLWXUHV��DQG�LQVWLWXWLRQV��7KLV�LV�WKH�SRLQW�DW�ZKLFK�WKH�DJHQGDV�RI
UHFRQVWUXFWLRQ� DQG� WUDQVLWLRQ� �UHIRUP�� VWDUW� WR� RYHUODS�� ,QGHHG�� WKHUH� VKRXOG� EH� RQH
FRXQWU\�VWUDWHJ\��ZKLFK�LQWHJUDWHV�WKH�WZR�DJHQGDV�HIIHFWLYHO\��7KLV�LV�VHOGRP�WKH�FDVH�
KRZHYHU�� JLYHQ� WKH� UDQJH� RI� GRQRU� DJHQFLHV� LQYROYHG� DQG� WKHLU� UHVSHFWLYH
UHVSRQVLELOLWLHV�LQ�UHFRQVWUXFWLRQ�DQG�WUDQVLWLRQ���

7DNH��IRU�H[DPSOH��UXUDO�GHYHORSPHQW��7KH�LQFLGHQFH�DQG�LQWHQVLW\�RI�UXUDO�SRYHUW\�DUH
KLJK�� 7KXV� WKUHH�PHDVXUHV� DUH� XUJHQW�� )LUVW�� UHYLVH� DJULFXOWXUDO� SROLFLHV�� VWULS� RXW� DQ\
WD[DWLRQ� RI� VPDOOKROGHUV� DQG� HQVXUH� WKDW� H[FKDQJH� UDWH� DQG� WUDGH� SROLFLHV� PD[LPL]H
DJULFXOWXUDO� SURGXFWLRQ� LQFHQWLYHV�� 7KLV� ZLOO� DOVR� UDLVH� VRFLDO� UHWXUQV� WR� WKH
UHFRQVWUXFWLRQ�RI�UXUDO�LQIUDVWUXFWXUH��6HFRQG��VKLIW�SXEOLF�VSHQGLQJ�WRZDUGV�EDVLF�VRFLDO
VHUYLFHV�DQG�WR�LQIUDVWUXFWXUH�IRFXVHG�RQ�VPDOOKROGHUV��7KLV�HQWDLOV�UHGXFLQJ�VXEVLGLHV�WR
ZHDOWKLHU� KRXVHKROGV� LI� WDUJHWLQJ� LV� IHDVLEOH�� 7KLUG�� UHIRUP� LQVWLWXWLRQV� �� LQ� ORFDO
JRYHUQPHQW�IRU�H[DPSOH���WR�UDLVH�HIILFLHQF\�LQ�UXUDO�VHUYLFH�GHOLYHU\�

:HOO�GHVLJQHG�UHIRUPV�ZLOO�WKXV�VKLIW�UHODWLYH�UHWXUQV�IXUWKHU�LQ�IDYRXU�RI�WKH�/�VHFWRU��WR
SULFH�OLQH�E���7KH�HFRQRP\�ZLOO�UHFRYHU�LWV�SUH�ZDU�OHYHO�RI�RXWSXW�DW�D�GLIIHUHQW�SRLQW�(E
RQ�33����*URZWK�ZLOO�SURFHHG�DORQJ�D�EURDG�EDVHG�JURZWK�SDWK�VXFK�DV�*E��$V�VKRZQ�
WKH�FRQWULEXWLRQ�RI� WKH�/�VHFWRU� WR�JURZWK�DORQJ�*E� LV�KLJKHU� WKDQ�DORQJ�*S� UHIOHFWLQJ

����������������������������������������������������������������������������������������������������������������������������������������������
,QGXFWLRQ�LQWR�WKH�OLEHUDWLRQ�IRUFHV�PD\�DOVR�SURYLGH�SHRSOH�ZLWK�DQ�HGXFDWLRQ�RWKHUZLVH�QRW�IRUWKFRPLQJ
XQGHU�RSSUHVVLRQ��WKHUHE\�VWUHQJWKHQLQJ�WKHLU�KXPDQ�FDSLWDO�DQG�SDUWLFLSDWLRQ�LQ�SRVW�ZDU�JURZWK�

���7KH�81�DQG�ELODWHUDO�DJHQFLHV�DUH�ODUJHO\�FRQILQHG�WR�WKH�IRUPHU��ZKLOH�WUDQVLWLRQ�LV� UXQ�E\� WKH� ,0)
DQG�WKH�:RUOG�%DQN��ZLWK�ELODWHUDO�FRQWULEXWLRQV���7KLV�GLYLVLRQ�HPHUJHV�IURP�WKH�81�UROH�LQ�DVVLVWLQJ�WKH
SROLWLFDO�VHWWOHPHQW�ZLWK�81�VSHFLDOL]HG�DJHQFLHV�SURYLGLQJ�VXSSRUW�WR�UHFRQVWUXFWLRQ�SURMHFWV��7KH�%DQN
DQG� WKH� )XQG� GRPLQDWH� WKH� WUDQVLWLRQ� DJHQGD� E\� YLUWXH� RI� WKHLU� SURJUDPPH� VXSSRUW� DQG� WKH� DVVRFLDWHG
SROLF\�FRQGLWLRQDOLW\�

��� 7KH� VKDSH� DQG� SRVLWLRQ� RI� 33� LV� OLNHO\� WR� FKDQJH� DV� ZHOO� GXH� WR� FKDQJHV� LQ� WKH� FRXQWU\
V� IDFWRU
HQGRZPHQWV��LQFOXGLQJ�WKH�GHVWUXFWLRQ�RI�FDSLWDO�DQG�ODERXU��GXULQJ�ZDU�WLPH�
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VXFFHVV�LQ�UDLVLQJ�WKH�UHWXUQV� WR�VPDOOKROGHU�DJULFXOWXUH��DQG�RWKHU�DFWLYLWLHV�ZKLFK�DUH
LQWHQVLYH�LQ�WKH�XVH�RI�WKH�ODERXU�RI�WKH�SRRU���

������$QJROD�DV�DQ�H[DPSOH

$QJROD�SURYLGHV�D�IXUWKHU�LOOXVWUDWLRQ�RI�VRPH�RI�WKHVH�WKHPHV��:DU�OHG�WR�D�FRQWUDFWLRQ
RI�LWV�SURGXFWLRQ�IURQWLHU�WR�RQH�VXFK�DV�::��&RPPHUFH�VHUYLQJ�/XDQGD�DQG�WKH�ZHDOWK\
HOLWH�UHPDLQV�YLJRURXV��DV�GRHV�WKH�
VXUYLYDO�FRPPHUFH
�RI�WKH�LQIRUPDO�VHFWRU��/�DFWLYLW\
FRQWUDFWHG� VKDUSO\�� $QJROD
V� DJULFXOWXUDO� SURGXFWLRQ� LV� RQO\� �� SHU� FHQW� RI� LWV� SUH�ZDU
OHYHO��&XUUHQF\�RYHUYDOXDWLRQ�DOVR�FRQWULEXWHG�WR�WKH�FRQWUDFWLRQ�RI�WUDGDEOH�DJULFXOWXUH
DQG�PDQXIDFWXULQJ�LQ�WKH�/�VHFWRU��*URZWK�KDV�RFFXUUHG�����SHU�FHQW�LQ�������7DEOH�����
DV�D�UHVXOW�RI�PDVVLYH�RLO�LQYHVWPHQW��EXW�JURZWK�LV�QRW�EURDG�EDVHG��L�H��LW�LV�RQ�WKH�*Z
SDWK��

&RQVHTXHQWO\�� LQHTXDOLW\� LQ� $QJROD� LV� YHU\� KLJK�� WKH� *LQL� FRHIILFLHQW� �EDVHG� RQ
KRXVHKROG� VXUYH\� GDWD� IRU� /XDQGD� RQO\�� LV� ����� �6WHQPDQ�� ������� $QJROD
V� *LQL
FRHIILFLHQW�LV�FRPSDUDEOH�WR�WKH�DYHUDJH�RI�RLO�H[SRUWLQJ�FRXQWULHV���������DQG�WR�%UD]LO
�D� KLJK�LQHTXDOLW\� VRFLHW\��� 7KH� WUXH� FRHIILFLHQW� �LQFRUSRUDWLQJ� WKH� UXUDO� DUHDV� DQG� WKH
LQFRPHV�RI�WKH�WRS�HOLWH��LV�DOPRVW�FHUWDLQO\�PXFK�KLJKHU����$QJROD�WRGD\�IDFHV�WKH�WKUHH
GDQJHUV� KLJKOLJKWHG� DERYH�� LQHTXDOLW\�ZLOO� EH� GLIILFXOW� WR� UHYHUVH�� LW� ZLOO� VORZ� JURZWK
LWVHOI� �DQG� OLPLW� LWV� EHQHILWV� IRU� WKH� SRRU��� DQG� LW� ZLOO� PDLQWDLQ� �DQG� UDLVH�� VRFLDO
LQVWDELOLW\��7KLV�LV�D�EOHDN�IXWXUH�IRU�D�FRXQWU\�VR�ULFK�LQ�QDWXUDO�UHVRXUFHV�

TABLE 1
ECONOMIC GROWTH

Output Growth 1990
(percentage change over previous year, 1990 dollars)

1990-95* 1995 1996 1997
Angola -2.4 6.2 7.2 8.0
Eritrea 2.0 5.5 6.9 4.4
Ethiopia 2.0 5.4 11.9 5.3
Guinea-Bissau 3.3 1.6 5.8 5.2
Mozambique 5.8 1.5 6.4 6.6
Comparison Countries
Uganda 7.5 9.6 9.4 4.2
Tanzania 4.1 3.8 4.2 4.1

* Annual Average
Source: UNCTAD (1998) Trade and Development Report, 1998, Geneva: UNCTAD.

������������������������������������������������
���,I�SROLF\�UHIRUPV�DOWHU�WKH�UDWHV�RI�UHWXUQ�EHWZHHQ�DFWLYLWLHV�LQ�RXU�/�VHFWRU��EHWZHHQ�PDQXIDFWXULQJ�DQG
DJULFXOWXUH�IRU�H[DPSOH���RXU�LQLWLDO�DVVXPSWLRQ�LV�YLRODWHG�

��� +RXVHKROG� GDWD� DUH� VSDUVH� IRU� WKH� 875� FRXQWULHV�� 7KH� *LQL� FRHIILFLHQW� IRU� XUEDQ� (WKLRSLD� LV� ����
�%LJVWHQ�DQG�0DNRQQHQ���������7KHUH�LV�QR�*LQL�HVWLPDWH�IRU�(ULWUHD��%XW�LW�PLJKW�EH�ORZHU�WKDQ�(WKLRSLD
DQG�0R]DPELTXH�� JLYHQ� WKH� PDQDJHPHQW� RI� LWV� ZDU�WLPH� HFRQRP\�� 7KH� UHVXOWV� RI� 0R]DPELTXH
V� ILUVW
QDWLRQDO�KRXVHKROG�VXUYH\�ZLOO�EH�UHOHDVHG�VRRQ�
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������3ROLWLFDO�HFRQRP\

,Q�DVVHVVLQJ�DQ\�FRXQWU\�SURJUDPPH�ZH�PXVW�DVN�WZR�IXQGDPHQWDO�TXHVWLRQV��)LUVW��GRHV
WKH�UHFRQVWUXFWLRQ�RI�LQIUDVWUXFWXUH�DQG�LQVWLWXWLRQV�IRFXV�VXIILFLHQWO\�RQ�WKH�QHHGV�RI�WKH
SRRU"� 7KLV� PD\� UHTXLUH� SULRULWLVLQJ� HQWLUHO\� QHZ� DQG� SUR�SRRU� LQYHVWPHQWV� RYHU
UHKDELOLWDWLQJ� H[LVWLQJ� LQIUDVWUXFWXUH� DQG� LQVWLWXWLRQV� QRW� WDUJHWHG� WR� WKH� SRRU�� 6HFRQG�
GRHV�WKH�GHVLJQ�RI� WKH�WUDQVLWLRQ�SURJUDPPH�PD[LPL]H�SRYHUW\�UHGXFWLRQ"�,V� WKH�ILVFDO
IUDPHZRUN�� IRU� H[DPSOH�� VXSSRUWLYH� RI� WKH� QHFHVVDU\� VRFLDO� LQYHVWPHQW"� ,W� LV� SRVVLEOH
WKDW� VRPH� WUDQVLWLRQ� PHDVXUHV� �� IRU� LQVWDQFH� QRQ�WUDQVSDUHQW� SULYDWL]DWLRQV� DQG� LOO�
GHVLJQHG� OLEHUDOL]DWLRQV� ��PD\�PRYH� WKH� HFRQRP\�DZD\� IURP� WKH� EURDG�EDVHG� JURZWK
SDWK��VHH�VHFWLRQ�,9��

,Q�DOO�FDVHV��D� IRFXV�RQ�SRYHUW\�ZLOO�EH�GLOXWHG�E\�PHDVXUHV� WKDW�EHQHILW�QRQ�SRRU��EXW
LQIOXHQWLDO�� LQWHUHVW� JURXSV� �LQFOXGLQJ� IRUPHU� UHEHOV��� 7KLV� LV� D� UHDOLW\� LQ� DOO� FRXQWULHV
DQG��ZKLOH� QRW� GHVLUDEOH� IURP� WKH� SHUVSHFWLYH� RI� SRYHUW\� UHGXFWLRQ�� LW�PD\� LQ� IDFW� EH
HVVHQWLDO� WR� VHFXUH� SHDFH� �DV� LQ� WKH� FDVH� RI� 0R]DPELTXH� LQ� WKH� SHULRG� EHWZHHQ� WKH
FHDVHILUH� RI� ����� DQG� WKH� HOHFWLRQV� RI� ������� 1R� FRXQWU\�� OHW� DORQH� D� SRVW�FRQIOLFW
FRXQWU\��FDQ�FRPSOHWHO\�PD[LPL]H�SRYHUW\�UHGXFWLRQ��%XW�LQ�WKH�ZRUVW�FDVHV�WKH�SROLWLFDO
HOLWH�PD\�EH�PRUH� FRQFHUQHG� WR�PD[LPL]H� LWV� SHUVRQDO�ZHDOWK� �� E\� IRFXVLQJ� RQ� D� NH\
QDWXUDO�UHVRXUFH�VHFWRU�IRU�H[DPSOH���OHDGLQJ�WR�WKH�QHJOHFW�RI�GHYHORSPHQW�HOVHZKHUH�
7KH�FKDOOHQJH�WR�GRQRUV�LV�WKHUHIRUH�WR�ZRUN�ZLWK��DQG�VWUHQJWKHQ��SURJUHVVLYH�VHFWLRQV
RI�WKH�VWDWH��DV�ZHOO�DV�WR�ZRUN�WKURXJK�FLYLO�VRFLHW\�RUJDQL]DWLRQV��DQG�WR�GLUHFW�DLG�WR
FRXQWULHV�DQG�SURJUDPPHV�ZKHUH�LW�EHVW�UHGXFHV�SRYHUW\����:H�UHWXUQ�WR�WKHVH�LVVXHV�LQ
WKH�QH[W�VHFWLRQ�

������������������������������������������������
���2Q�WKH�QHHG�WR�GLUHFW�DLG�WR�FRXQWULHV�LQ�ZKLFK�LW�LV�PRVW�HIIHFWLYH�LQ�UHGXFLQJ�SRYHUW\�VHH�WKH�UHFHQW
VWDWHPHQW�E\�WKH�:RUOG�%DQN������D��DV�ZHOO�DV�&ROOLHU�DQG�'ROODU��������
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,,,���&20081,7<�5(&216758&7,21

����)URP�KXPDQLWDULDQ�DVVLVWDQFH�WR�SRYHUW\�UHGXFWLRQ

875� FRXQWULHV� KDYH� VRPH� RI� WKH� ZRUOG
V� ZRUVW� KXPDQ� GHYHORSPHQW� LQGLFDWRUV� �� WKH
UHVXOW�RI�ZDU�DQG�D�ODFN�RI�SROLF\�IRFXV�RQ�KXPDQ�GHYHORSPHQW��7DEOH�����7KHUH�DUH�WZR
FKDOOHQJHV��GHDO�ZLWK� WKH� LPPHGLDWH�SRVW�ZDU�KXPDQLWDULDQ�DQG�VHFXULW\�SUREOHPV�DQG
DFFHOHUDWH�SURJUDPPHV�IRU�ORQJHU�WHUP�SRYHUW\�UHGXFWLRQ�

:DU� OHDYHV� D� OHJDF\� RI� UHIXJHHV�� H[�FRPEDWDQWV� WR� EH� GHPRELOL]HG�� ODQG�PLQHV�� RYHU�
FURZGHG� XUEDQ� FRPPXQLWLHV� ZLWKRXW� EDVLF� LQIUDVWUXFWXUH�� DQG� ZLGHVSUHDG� IRRG
LQVHFXULW\��7KH�KXPDQLWDULDQ�DJHQGD�LV�IXUWKHU�FRPSOLFDWHG�E\�LWV�LQWHUSOD\�ZLWK�SROLWLFDO
DQG�FRPPHUFLDO�LQWHUHVWV�ZKLFK�RIWHQ�GLVWRUW�ZDU�WLPH�DVVLVWDQFH�DQG�WKHQ�SRVW�ZDU�KHOS
�GH�:DDO��������0DUHQ��������

:KDW�PXVW�EH�GRQH"�%ULHIO\��WKH�PDMRU�WDVNV�DUH���

����5HVHWWOH�GLVSODFHG�SRSXODWLRQV��$W�WKH�SHDN�RI�WKHLU�FULVHV��SRSXODWLRQV�RI�LQWHUQDOO\
GLVSODFHG� SHRSOH� LQ� 875� FRXQWULHV� ZHUH�� (WKLRSLD� ��� PQ��� (ULWUHD� ����������
0R]DPELTXH������PQ���DQG�6RPDOLD����PLOOLRQ����,QWHUQDWLRQDO�)HGHUDWLRQ�RI�5HG�&URVV

TABLE 2
HUMAN DEVELOPMENT INDICATORS

Life
expectancy

at birth
(years, 1995)

Adult literacy
(%, 1996)

Combined first,
second, and

third year level
gross

enrolment ratio
(%, 1995) HDI index

Angola 47.4 42.0 30 0.344
Eritrea 50.2 25.0 29 0.275
Ethiopia 48.7 35.5 20 0.252
Guinea-Bissau 43.4 54.9 29 0.295
Mozambique 46.3 40.1 25 0.281
Average for UNDP Low
Human Development Group 56.7 50.9 47 0.409
Comparison Countries
Uganda 40.5 61.8 38 0.340
Tanzania 50.6 67.8 33 0.358

Source: UNDP (1998) Human Development Report, 1998. New York: Oxford University
Press for United Nations Development Programme.

������������������������������������������������
��� $� ODUJH� ERG\� RI� H[SHULHQFH� DQG� OLWHUDWXUH� QRZ� H[LVWV� RQ� WKHVH� LVVXHV� VHH� IRU� LQVWDQFH� &DUERQQLHU
��������&ROOHWWD�HW�DO���������.LQJPD���������0DFUDH�DQG�=ZL���������DQG�:RUOG�%DQN������E��
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DQG�5HG�&UHVFHQW�6RFLHWLHV�� �������$ERXW� KDOI� RI�*XLQHD�%LVVDX
V� RQH�PLOOLRQ� SHRSOH
KDYH�EHHQ�GLVSODFHG�E\�WKH�ILJKWLQJ��HLWKHU�IOHHLQJ�WR�VDIH�DUHDV�RU�DEURDG��1*2V�KDYH
SURYLGHG�FRQVLGHUDEOH�KHOS�LQ�UHVHWWOHPHQW�LQ�DOO�FRXQWULHV�

���� 'LVDUP� DQG� GHPRELOL]H� H[�FRPEDWDQWV�� DQG� DVVLVW� WKHLU� UHLQWHJUDWLRQ���� ([�
FRPEDWDQWV�SRVH�SROLWLFDO�DQG�VHFXULW\�SUREOHPV��&ROOLHU��������� ,Q�������IRU�H[DPSOH�
(ULWUHD
V�ILJKWHUV�GHPRQVWUDWHG�DJDLQVW�JRYHUQPHQW�GHOD\V�LQ�SD\LQJ�WKHLU�EDFN�SD\�DQG
EHQHILWV��WKLV�UHVXOWHG�LQ�UDSLG�DFWLRQ�WR�UHGUHVV�WKH�SUREOHP��&OLIIH���������'HUFRQ�DQG
$\DOHZ��������ILQG�WKDW�PRVW�RI�(WKLRSLD
V�H[�VROGLHUV�ZHUH�DEOH�WR�UHLQWHJUDWH�GHVSLWH
SUREOHPV� LQ� DVVLVWDQFH� SURJUDPPHV�� 5HLQWHJUDWLRQ� LV� DQ� LPPHGLDWH� SULRULW\�� EXW� KRZ
PXFK�LV�VSHQW�UHODWLYH�WR�RWKHU�FRPPXQLW\�SURJUDPPHV�LV�ODUJHO\�D�SROLWLFDO�GHFLVLRQ�

����5HGXFH� WKH� OHYHO�RI� YLROHQFH��$IULFD
V�ZDUV� OHDYH� ODUJH� TXDQWLWLHV� RI� VPDOO� DUPV� LQ
SULYDWH� KDQGV�� 1*2� SURJUDPPHV� WR� UHPRYH� WKHVH� DUH� JHQHUDOO\� FRVW�HIIHFWLYH�� 0RUH
IXQGDPHQWDOO\��ZHDSRQV�ZLOO�DOZD\V�EH�DYDLODEOH� IRU� WKRVH�ZKR�QHHG� WKHP��� WKH�PRUH
GLIILFXOW� WDVN� LV� WR� UHGXFH� WKH� FDXVHV� RI� YLROHQW� FULPH�� XUEDQ� SRYHUW\� LQ� SDUWLFXODU�
0RUHRYHU��DV�1DWKDQ�����������REVHUYHV��WKH�IORZ�RI�ZHDSRQV�LV�D�V\PSWRP�RI�WKH�PRUH
IXQGDPHQWDO�SUREOHP�RI� WKH� VHFXULW\�YDFXXP��ZKLFK� LV�RIWHQ� OHIW�E\�$IULFD
V�ZDUV�DQG
ZKLFK�VWDWH�DQG�QRQ�VWDWH�DFWRUV�WU\�WR�FRQWDLQ�RU�WR�H[SORLW�

����5HPRYH� ODQG�PLQHV�� /DQG�PLQHV� LVRODWH� FRPPXQLWLHV�� PDNLQJ� DVVLVWDQFH� GLIILFXOW
DQG�FRVWO\��VHH�%R[�����0LQHV�DUH�QRW�MXVW�D�UXUDO�SUREOHP��.XLWR�LQ�$QJROD�LV�D�KLJK�ULVN
DUHD�IRU�PLQHV��,Q�$QJROD�HDFK�ODQG�PLQH�FRVWV�����������WR�UHPRYH��LW�FDQ�FRVW�XS�WR
������WR�FOHDU�D�VLQJOH�KHFWDUH��7KH�81�DORQH�KDV�VSHQW�DW�OHDVW�����PQ�RQ�GHPLQLQJ�LQ
$QJROD��:RUOG�%DQN���������1HZ�PLQHV�DUH�QRZ�EHLQJ�ODLG��GHPLQLQJ�SURJUDPPHV�ZLOO
QHYHU�ILQLVK�WKHLU�ZRUN�ZKLOH�$QJROD
V�SHDFH�UHPDLQV�LQFRPSOHWH�

����3URWHFW�IRRG�VHFXULW\��:DU�UHGXFHV�IRRG�RXWSXW�E\�NLOOLQJ��GLVDEOLQJ��GLVSODFLQJ��DQG
UHFUXLWLQJ�LQWR�DUPLHV�WKH�PDMRU�SURGXFWLYH�IDFWRU��ODERXU���E\�GHVWUR\LQJ�LQIUDVWUXFWXUH�
DQG�E\�UDLVLQJ�PDUNHW�WUDQVDFWLRQV�FRVWV��7KH�VFDOH�RI�RXWSXW�ORVV�GHSHQGV�RQ�WKH�ZDU
V
GXUDWLRQ�DQG�VSUHDG��$QJROD�H[SHULHQFHG�WKH�ODUJHVW�IDOO�LQ�IRRG�SURGXFWLRQ�RI�DQ\�ZDU�
DIIHFWHG�$IULFDQ�HFRQRP\� �0HVVHU�HW�DO�������������$V�D� UHVXOW�� RQH� WKLUG�RI�$QJROD
V
SRSXODWLRQ������PQ�SHRSOH��LV�GHSHQGHQW�RQ�KXPDQLWDULDQ�DVVLVWDQFH��7RZDUGV�WKH�HQG�RI
0R]DPELTXH
V�ZDU��IRRG�DLG�DFFRXQWHG�IRU����SHU�FHQW�RI�SHU�FDSLWD�FDORULH�DYDLODELOLW\�
DQG����SHU�FHQW�GXULQJ�WKH������6RXWKHUQ�$IULFD�GURXJKW��7VFKLUOH\�DQG�:HEHU��������

)RRG� DLG� LWVHOI� LV� SUREOHPDWLF�� :KLOH� LW� KDV� XQGRXEWHGO\� VDYHG� PDQ\� SHRSOH� IURP
VWDUYDWLRQ��LWV�GLYHUVLRQ�KDV�ILQDQFHG�WKH�PLOLWDU\���WKHUHE\�SURORQJLQJ�FRQIOLFW�LQ�VRPH
FRXQWULHV���DQG�LW�KDV�SURILWHG�FRPPHUFLDO�LQWHUHVWV����,Q�0R]DPELTXH��VXEVWDQWLDO�UHQWV
ZHUH�HDUQHG�E\�VHOOLQJ�IRRG�DLG�RQ�WKH�SDUDOOHO�PDUNHW�DIWHU�LW�KDG�OHDNHG�IURP�RIILFLDO
FKDQQHOV� �6DKQ� DQG�'HVDL�� ������� 7KHVH� FRPPHUFLDO� LQWHUHVWV� �DQG� WKHLU� DVVRFLDWHV� LQ
VWDWH�GLVWULEXWLRQ�DJHQFLHV��OREE\�IRU�IRRG�DLG�WR�EH�FRQWLQXHG�DIWHU�WKH�HQG�RI�ZDU�

������������������������������������������������
���$ERXW��������JRYHUQPHQW�DQG�5(1$02�VROGLHUV�ZHUH�GHPRELOL]HG�LQ�0R]DPELTXH���������ILJKWHUV
LQ�(ULWUHD��DQG�QHDUO\�KDOI�D�PLOOLRQ�IURP�0HQJLVWX
V�(WKLRSLDQ�DUP\��'HUFRQ�DQG�$\DOHZ��������.LQJPD�
�������'HPRELOL]DWLRQ�SODQV�IRU�$QJROD�FRYHU���������JRYHUQPHQW�WURRSV�DQG�81,7$�ILJKWHUV�

���'XIILHOG������������KLJKOLJKWV�WKH�SUREOHP�
+XPDQLWDULDQ�LQWHUYHQWLRQ�SURYLGHV�D�VLJQLILFDQW�DPRXQW�RI
SROLWLFDO�DQG�HVSHFLDOO\�HFRQRPLF�VXSSRUW��DOEHLW�RIWHQ�LQGLUHFW��IRU�WKH�GRPLQDQW�SROLWLFDO�DQG�FRPPHUFLDO
JURXSV��:KHQ� WKHVH�JURXSV�DUH� WKHPVHOYHV�DOOLHG� LQ� D� SUHGDWRU\�RU� VHFWDULDQ� VWUXFWXUH� WKDW� LV� FRQQHFWHG
ZLWK� D� SURFHVV� RI� DVVHW� WUDQVIHU� DQG� LQWHU�HWKQLF� FRQIOLFW�� WKHQ� UHOLHI� LQWHUYHQWLRQ� LWVHOI� FDQ� EHFRPH� DQ
RUJDQLF�SDUW�RI�WKH�SROLWLFDO�HFRQRP\�RI�LQWHUQDO�ZDUIDUH
�
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BOX 3
LAND MINES AND THEIR EFFECTS

Millions of land mines were sown across farmland in Angola and Mozambique. Land mines are
often laid near to wells and rivers and on pathways into forests and fields to terrorize
communities. In Angola – Africa's most heavily mined country – there are anywhere between 9
million and 15 million land mines in a country of 10 million people. One out of every 470 people is
an amputee. Fresh mines have recently been laid as the country slides back into war.

Some 28 per cent of survivors from mine blasts lose one or both legs. This severely damages
their livelihood capabilities, especially in Africa's labour-intensive household economies. Africans
may suffer a more severe loss of earnings than mine victims in countries such as Bosnia and
Herzegovina, where victims may have greater access to labour-substituting technologies, and
may therefore be able to recover more of their lost earnings.

Mines deny smallholder farmers access to otherwise productive land (one mine can effectively
deny the use of many hectares). Under Africa's shifting agriculture smallholders need access to
up to 50 hectares over a five-year period as they rotate their fields. Therefore land mines
probably impose greater economic costs on UTR farmers than in countries such as Cambodia
where agriculture is more intensive (higher yield per hectare), and yield increasing (land
substituting) inputs such as fertilizer are more readily available. Women, who are Africa's main
food providers, are disproportionately victims. Land mines therefore reduce food security.

Land mines kill livestock, especially cattle that need a larger grazing area than smaller
ruminants. They thereby destroy one of the main forms of household savings in Africa (cattle are
especially important as savings in conflict countries because of currency uncertainty, high
inflation, and the destruction of rural banking). Livestock deaths undermine food-security by
reducing the acreage farmers can plough, and by cutting their income from the sale of animal
products. As non-farm employment contracts, household incomes and nutrition become
dependent on crops, and thus more vulnerable to drought shocks. Cattle death also damages
the social capital of communities. Traditionally, prospective husbands pay cattle ('the bride-price')
to their bride's family. This sets up reciprocal rights between households to help each other in
times of hardship, and is one of the main foundations of the informal safety net.

Aside from their terrible human costs, land mines reduce current and future economic growth by
destroying human and other forms of capital. Child deaths have a strong negative growth effect.
Rural children transport water and firewood over long distances to their homes, walk to school,
and play in the bush. Consequently, land mines are major child killers. This damages the
household economy since children as young as seven years make significant economic
contributions. Access to schooling becomes even more difficult (and schools themselves are
targets). Society loses future output through the destruction of labour inputs, the reduction in
human capital (via decreased schooling), and the health effects caused by war trauma and
disablement.



��

,I�WKH�SRRU�EHQHILW�IURP�D�UDWLRQLQJ�V\VWHP�WKDW�VHOOV�IRRG�DLG�DW�VXEVLGL]HG�SULFHV��WKHQ
WKH\�ZLOO� EH� KDUPHG� E\� LWV� UHPRYDO� DIWHU� ZDU�� +RZHYHU�� 875� UDWLRQLQJ� V\VWHPV� KDG
JHQHUDOO\�OLPLWHG�EHQHILWV��,Q�0R]DPELTXH��IRU�H[DPSOH��SRRU�KRXVHKROGV�ERXJKW�PRVW
RI� WKHLU� IRRG� LQ� SDUDOOHO� PDUNHWV�� WKH� PRVW� LPSRUWDQW� LQFRPH� HIIHFW� IURP� UHPRYLQJ
UDWLRQLQJ�ZDV�WR�HOLPLQDWH�WKH�HFRQRPLF�UHQWV�DFFUXLQJ�WR�WKH�HQWUHSUHQHXUV�DEOH�WR�VHOO
IRRG�DLG�RQ� WKH�SDUDOOHO�PDUNHW� �6DKQ�DQG�'HVDL���������1HYHUWKHOHVV�� WKHUH� LV� VWLOO� DQ
XUJHQW�QHHG�WR�H[SDQG�WKH�SURYLVLRQ�RI�WDUJHWHG�QXWULWLRQ�DVVLVWDQFH�DV�SDUW�RI�D�FRXQWU\
V
VWUDWHJ\�IRU�ORQJHU�WHUP�SRYHUW\�UHGXFWLRQ�

)RRG� DLG�PXVW� EH� SKDVHG� RXW� WR� DYRLG� UHGXFLQJ� SURGXFHU� LQFHQWLYHV�� WKH� NH\� LVVXH� LV
WLPLQJ�� 7KH� UXQ� GRZQ� RI�ZDUWLPH� IRRG� DLG�PXVW� EH�PDWFKHG� E\� DVVLVWDQFH� WR� UHEXLOG
VPDOOKROGHU�DJULFXOWXUH��ZLWK�SDUWLFXODU�DWWHQWLRQ�WR�IHPDOH�KHDGHG�KRXVHKROGV�ZKR�DUH
RIWHQ� WKH� SRRUHVW� �VHH� 0DVHILHOG�� ������ ��� RQ� (WKLRSLD� DQG� GH� 6RXVD�� ������ RQ
0R]DPELTXH�����'LVSODFHG�0R]DPELFDQ�KRXVHKROGV�ZHUH�JLYHQ�D� VWDUW�XS�SDFNDJH�RI
DJULFXOWXUDO� LQSXWV�� LQFOXGLQJ� VHHG�� /RQJHU�WHUP�� WKH� VHFXUH� VXSSOLHV� RI� LQSXWV
QHFHVVLWDWH�SULYDWH�LQYHVWPHQW�LQ�DJULFXOWXUDO�PDUNHWLQJ��VHH�VHFWLRQ�,9��

875�FRXQWULHV� YDU\� FRQVLGHUDEO\� LQ� WKHLU� DJULFXOWXUDO� SRWHQWLDO�� ,Q�0R]DPELTXH�� IRRG
RXWSXW�JUHZ�UDSLGO\�LQ�WKH�ILUVW�\HDUV�RI�SHDFH��E\���������IRRG�DLG�DFFRXQWHG�IRU�RQO\��
SHU�FHQW�RI�FDORULH�DYDLODELOLW\�DQG� UHDO� IRRG�SULFHV�ZHUH� ORZHU� �7VFKLUOH\� DQG�:HEHU�
������� 0R]DPELTXH� PD\� RQH� GD\� H[SRUW� IRRG� VXUSOXVHV�� %XW� (ULWUHD�� ZKLFK� KDV� D
6DKHOLDQ�=RQH�HFR�V\VWHP��LV�XQOLNHO\�WR�PHHW�LWV�GRPHVWLF�FRQVXPSWLRQ�QHHGV�DQG�ZLOO
FRQWLQXH�WR�LPSRUW�IRRG�IRU�WKH�IRUHVHHDEOH�IXWXUH��0HVVHU�HW�DO������������

'LIIHUHQW� PLQLVWULHV� DQG� DJHQFLHV� DUH� XVXDOO\� UHVSRQVLEOH� IRU� IRRG� DLG�� DJULFXOWXUDO
SROLF\��DQG�SRYHUW\�UHGXFWLRQ��&RRUGLQDWLRQ�LV�JHQHUDOO\�ZHDN��7KXV�WKH�WDVN�RI�HQVXULQJ
WKDW� IRRG� VHFXULW\� LV� SURWHFWHG� LQ� WKH� WUDQVLWLRQ� IURP� ZDU� WR� SHDFH� LV� WRR� ORRVHO\
FRQQHFWHG� WR� GHFLVLRQV� DERXW� SROLF\� UHIRUP�� DQG� WKH� OLQN� IURP� ERWK� WR� ORQJHU�WHUP
SRYHUW\� UHGXFWLRQ� LV� PRVWO\� WHQXRXV�� ,QVWLWXWLRQDO� LQYHVWPHQW� WR� FRUUHFW� WKLV� PXVW� EH
JLYHQ�SULRULW\�

0XFK� PRUH� FRXOG� WKHUHIRUH� EH� VDLG� DERXW� WKH� ILUVW� SKDVH� RI� PRYLQJ� IURP� ZDU� WR
UHFRQVWUXFWLRQ��%XW�HQVXULQJ�WKDW�SRVW�ZDU�JURZWK�LV�EURDG�EDVHG�LV�DV�LPSRUWDQW��DQG�LW
WR�WKLV�WKDW�ZH�QRZ�WXUQ�

����3RVW�ZDU�JURZWK�DQG�SRYHUW\�UHGXFWLRQ

&RQIOLFW�GHYDVWDWHV�FRPPXQLWLHV��%XW�SHRSOH�DUH�FUHDWLYH�LQ�ILQGLQJ�QHZ�OLYHOLKRRGV�DQG
FRSLQJ�DV�EHVW� WKH\�FDQ��,QIRUPDO�WUDGH�SURYLGHV�RQH�VXUYLYDO�VWUDWHJ\��GHVSLWH� LWV�KLJK
WUDQVDFWLRQV�FRVWV��LQFOXGLQJ�ULVNV�WR�OLIH��$QJRODQV��IRU�H[DPSOH��WUDGH�HYHU\WKLQJ�IURP
ILVK� WR� GLDPRQGV� DFURVV� WKHLU� ERUGHUV� �7YHGWHQ�� ������ ������ )RRG� SURGXFWLRQ� LQ� VDIH
DUHDV� FDQ�EH� UHVLOLHQW��0DSXWR
V� 
JUHHQ�]RQHV
� IHG� WKH� FLW\� GXULQJ� WKH�ZDU�� DQG� FUHDWHG
PXFK�LQFRPH�HVSHFLDOO\�IRU�IHPDOH�HQWUHSUHQHXUV�

7KH� SRVVLELOLWLHV� RSHQ� WR� HDFK� KRXVHKROG� LQ� UHEXLOGLQJ� LWV� OLYHOLKRRG� GHSHQG� RQ� LWV
KXPDQ�FDSLWDO��DFFHVV�WR�DVVHWV��VXFK�DV�OLYHVWRFN���DQG�ZKHWKHU�LW�VWD\HG�RU�IOHG�GXULQJ

������������������������������������������������
��� )HPDOH� KHDGHG� KRXVHKROGV� ZLWKRXW� UHPLWWDQFH� LQFRPH� IURP� PLJUDQW� PDOHV� RU� RWKHU� VRXUFHV� DUH
SDUWLFXODUO\�YXOQHUDEOH��DQG�WKLV�YXOQHUDELOLW\�LV�LQFUHDVHG�E\�WKH�GLVUXSWLRQ�WR�PLJUDQW�ODERXU�IORZV�FDXVHG
E\�ZDU�
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FRQIOLFW��$V� D� UHVXOW�� SRVW�ZDU� OLYLQJ� VWDQGDUGV� FDQ� VKRZ� VXEVWDQWLDO� YDULDWLRQV� DFURVV
KRXVHKROGV�ERWK�QDWLRQDOO\��EXW�DOVR�ZLWKLQ�UHJLRQV���VHH�WKH�VWXG\�RI�GH�6RXVD��������RQ
0DQLFD�3URYLQFH�LQ�0R]DPELTXH��IRU�H[DPSOH��3RRU�KRXVHKROGV�FDQ�JHW�OHIW�EHKLQG�LQ
UHFRQVWUXFWLRQ��DQG�DUH�WKH�OHDVW�DEOH�WR�UHVSRQG�WR�WKH�LPSURYHG�SULFH�LQFHQWLYHV�RIIHUHG
E\�DJULFXOWXUDO�PDUNHWLQJ�UHIRUP���

7KH� LQFLGHQFH� DQG� LQWHQVLW\� RI� UXUDO� SRYHUW\� VXEVWDQWLDOO\� H[FHHGHG� XUEDQ� SRYHUW\� LQ
875�FRXQWULHV�EHIRUH�FRQIOLFW��:DU�GHHSHQHG�UXUDO��UHODWLYH�WR�XUEDQ��SRYHUW\�VLQFH�WKH
FLWLHV� ODUJHO\� �EXW� QRW� DOZD\V�� HVFDSHG� WKH� ILJKWLQJ�� DQG� WKH� UXUDO� SRRU� KDYH� DFFHVV� WR
IHZHU�VXUYLYDO�OLYHOLKRRGV�WKDQ�WKH�XUEDQ�SRRU����%XW�XUEDQ�SRYHUW\�FDQQRW�EH�LJQRUHG�
WKH� QXPEHUV� RI� WKH� XUEDQ� SRRU� KDYH� ULVHQ� DORQJ� ZLWK� UDSLG� ZDUWLPH� XUEDQL]DWLRQ�
0R]DPELTXH
V�XUEDQ�SRSXODWLRQ�ZDV����SHU�FHQW� LQ������DQG�LV�H[SHFWHG�WR� ULVH� WR���
SHU�FHQW�E\�������/XDQGD�LV�QRZ�KRPH�WR����SHU�FHQW�RI�DOO�$QJRODQV��DQG����SHU�FHQW�RI
WKH�FLW\
V�SRSXODWLRQ�LV�SRRU��:RUOG�%DQN��������������

7KH�SDWWHUQ�RI�JURZWK�DQG�OLYHOLKRRGV�LV�GHWHUPLQHG�E\��L��WKH�GLVWULEXWLRQ�RI�KXPDQ�DQG
VRFLDO�FDSLWDO��DFFHVV�DQG�FRQWURO�RYHU�QDWXUDO�FDSLWDO��LQFOXGLQJ�ODQG�WHQXUH��DQG�DFFHVV
WR� SK\VLFDO� LQIUDVWUXFWXUH� �LL�� WKH� SROLF\� IUDPHZRUN� ZKLFK� GHWHUPLQHV� WKH� UHWXUQV� WR
KRXVHKROG� LQYHVWPHQWV� DQG� �LLL�� WKH� TXDOLW\� RI� LQVWLWXWLRQV�� LQFOXGLQJ� WKH� OHJDO
IUDPHZRUN��6WDWH� VRFLDOLVP�DQG�FRQIOLFW� DOWHUHG� HYHU\� DVSHFW�RI� WKH�SDWWHUQ�RI� JURZWK�
DQG�WUDQVLWLRQ�DQG�UHFRQVWUXFWLRQ�DOWHUV�LW�DJDLQ�

7KLV�SDSHU�GRHV�QRW�DWWHPSW�WR�VHW�RXW�D�GHWDLOHG�VWUDWHJ\�IRU�SRYHUW\�UHGXFWLRQ�LQ�875
FRXQWULHV��ZH�DLP�WR�VKDUSHQ�VXFK�D�VWUDWHJ\� WKURXJK� WKH�875�SURMHFW� LWVHOI��+HUH��ZH
FRQILQH� RXUVHOYHV� WR� QRWLQJ� VRPH� NH\� SUREOHPV�� LQFOXGLQJ� WKH� ORVV� RI� FDSLWDO� E\
FRPPXQLWLHV�

������+XPDQ�FDSLWDO

7KH�FRORQLDO�HGXFDWLRQ�V\VWHPV�LQ�$QJROD�DQG�0R]DPELTXH�ZHUH�IHHEOH��%DVLF�OLWHUDF\
KDV� LPSURYHG� VLQFH� LQGHSHQGHQFH�� RQO\� ��� SHU� RI�$QJROD
V� SRSXODWLRQ�ZDV� OLWHUDWH� DW
LQGHSHQGHQFH��7KH�OLWHUDF\�UDWH�LV�QRZ����SHU�FHQW�IRU�PHQ�DQG����SHU�FHQW�IRU�ZRPHQ�
SURJUHVV�WKDW�FRXOG�EH�DFFHOHUDWHG�LI�PRUH�PRQH\�ZDV�FRPPLWWHG�WR�SULPDU\�HGXFDWLRQ
�:RUOG�%DQN�����������������

2YHU� ��� SHU� FHQW� RI�0R]DPELTXH
V� UXUDO� SULPDU\� VFKRROV� DQG� RQH� WKLUG� RI� DOO� KHDOWK
SRVWV� ZHUH� GHVWUR\HG�� UHIOHFWLQJ� WKH� GHOLEHUDWH� WDUJHWLQJ� RI� VRFLDO� LQIUDVWUXFWXUH� E\
5(1$02��*UHHQ���������,Q�$QJROD�PRUH�WKDQ�RQH�KDOI�RI�WKH�FODVVURRPV�DYDLODEOH�DW
WKH� VWDUW� RI� WKH� ����V� KDG� EHHQ� ORVW� E\� ����� �7YHGWHQ�� ������ ������ ,Q�(WKLRSLD�+',V

������������������������������������������������
���&UDPHU�DQG�3RQWDUD� ������� UHPLQG�XV� WKDW�FRQVLGHUDEOH�GLIIHUHQWLDWLRQ�H[LVWHG�ZLWKLQ�0R]DPELTXH
V
UXUDO� FRPPXQLWLHV�SULRU� WR�ZDU�� GXH� LQ�SDUW� WR�GLIIHUHQFHV� LQ� DFFHVV� WR�ZDJH�ODERXU�RSSRUWXQLWLHV� XQGHU
FRORQLDO�UXOH�

���,Q�WKH������&RQJR�FLYLO�ZDU�PXFK�RI�WKH�ILJKWLQJ�IRFXVHG�RQ�WKH�EDWWOH�IRU�WKH�FDSLWDO�FLW\��%UD]]DYLOOH�
ZKLFK�LV�KRPH�WR�RQH�WKLUG�RI�WKH�FRXQWU\
V�����PQ�SHRSOH��,Q������WKRXVDQGV�IOHG�WKH�ILJKWLQJ�LQ�*XLQHD�
%LVVDX
V�FDSLWDO�� ,Q�0R]DPELTXH��0DSXWR� DQG�%HLUD� �WKH� VHFRQG� FLW\�� EHFDPH�HQFODYHV�� EXW�PDQ\� UXUDO
WRZQV�ZHUH� KLW� KDUG��$GGLV�$EDED� HVFDSHG� ILJKWLQJ��$QJROD
V� FRQIOLFW�ZDV� ODUJHO\� UXUDO� EDVHG� EHWZHHQ
�����DQG�������%XW� ODUJH�VFDOH�XUEDQ�GHVWUXFWLRQ� �H[FOXGLQJ�/XDQGD��RFFXUUHG�RYHU��������� �7YHGWHQ�
������������,Q�2FWREHU������DW�OHDVW��������SHRSOH��PRVWO\�FLYLOLDQV��GLHG�LQ�WKH�EDWWOH�IRU�+XDPER�DQG�LWV
DIWHUPDWK��8S�WR��������SHRSOH�GLHG�LQ�WKH���������VLHJH�RI�.XLWR��+XPDQ�5LJKWV�:DWFK��������



��

ZRUVHQHG� GXULQJ� FRQIOLFW� DV� VRFLDO� LQIUDVWUXFWXUH� ZDV� GHVWUR\HG� DQG� LQFRPHV� IHOO�� ,Q
(ULWUHD�LOOLWHUDF\�LV����SHU�FHQW��DQG�IHPDOH�LOOLWHUDF\�LV�WZLFH�WKDW�RI�PDOHV�

,Q�EUHDNDZD\�6RPDOLODQG��WKH�DXWKRULWLHV�KDYH�NHSW�VRPH�VFKRROV�JRLQJ������SHU�FHQW�RI
FKLOGUHQ� LQ� XUEDQ� DUHDV� UHFHLYH� IRUPDO� VFKRROLQJ� �� DQG� VFKRROLQJ� LV� DOVR� SURYLGHG� E\
UHOLJLRXV�LQVWLWXWLRQV��%XW����SHU�FHQW�RI�DOO�FKLOGUHQ��DQG����SHU�FHQW�RI�JLUOV��UHFHLYH�QR
VWUXFWXUHG�HGXFDWLRQ�RI�DQ\�NLQG��7KH�FXUUHQW�JHQHUDWLRQ�RI�FKLOGUHQ�LV�VLJQLILFDQWO\�OHVV
HGXFDWHG� WKDQ� WKHLU�SDUHQWV��JLUOV�HVSHFLDOO\� �$EGL�HW�DO��������� ,Q� WKH� UHVW�RI�6RPDOLD�
FKLOGUHQ�UHFHLYH�ODUJHO\�DG�KRF�HGXFDWLRQ�ZKHUH�FRQGLWLRQV�SHUPLW�

8UEDQ�DUHDV�KDYH�EHFRPH�LQWROHUDEO\�FRQJHVWHG�LQ�$QJROD�DQG�0R]DPELTXH�OHDGLQJ�WR
WKH� EUHDNGRZQ� RI� ZDWHU� DQG� VDQLWDWLRQ� V\VWHPV� DQG� WKH� VSUHDG� RI� GLVHDVH�� (UUDWLF
VXSSOLHV� RI� SLSHG� ZDWHU� UHDFK� OHVV� WKDQ� KDOI� RI� /XDQGD
V� KRXVHKROGV�� %HLUD
V� FKLOG
PRUELGLW\�DQG�PRUWDOLW\�UDWHV�ZHUH�DPRQJ�WKH�ZRUOG
V�KLJKHVW�GXULQJ�0R]DPELTXH
V�ZDU�
0RJDGLVKX�LV�WKH�PRVW�H[WUHPH�FDVH�RI�LQIUDVWUXFWXUH�EUHDNGRZQ�

875� KHDOWK� LQGLFDWRUV� IRU� FKLOGUHQ� DQG�ZRPHQ� DUH� VXEVWDQWLDOO\� ZRUVH� WKDQ� WKH� 66$
DYHUDJHV�� ,QIDQW�PRUWDOLW\� UDWHV� LQ�(ULWUHD�DQG�(WKLRSLD�DUH�����DQG�����SHU������ OLYH
ELUWKV� UHVSHFWLYHO\� �LQ� FRPSDULVRQ�7DQ]DQLD
V� UDWH� LV� ����� DQG� WKHLU�PDWHUQDO�PRUWDOLW\
UDWHV�DUH�����DQG�����SHU���������OLYH�ELUWKV��7DQ]DQLD��������,QIDQW�PRUWDOLW\�LV�����SHU
WKRXVDQG�OLYH�ELUWKV�LQ�$QJROD�

������6RFLDO�FDSLWDO

%\� GLVSHUVLQJ� FRPPXQLWLHV�� FRQIOLFW� GHVWUR\V� VRFLDO� FDSLWDO� �� WKH� VRFLDO� QHWZRUNV� WKDW
XQGHUSLQ� OLYHOLKRRGV� DQG� SURYLGH� LQIRUPDO� VDIHW\� QHWV�� /DUJH�VFDOH� SRSXODWLRQ
GLVSODFHPHQW� DQG� IRUFHG� XUEDQL]DWLRQ� DOVR� FKDQJH� VRFLDO� YDOXHV�� 7KH� DEDQGRQPHQW� RI
FKLOGUHQ�DQG�LQFUHDVHG�GRPHVWLF�YLROHQFH�DUH�VLJQV�RI�VRFLDO�IUDFWXUH�

5HIXJHH�VHWWOHPHQWV� DUH�KLYHV�RI� HFRQRPLF� DFWLYLW\�EXW�RYHUFURZGLQJ�DQG�SUHVVXUH�RQ
ODQG�DQG�ZDWHU�VXSSOLHV�FRQVWUDLQ�KRXVHKROG�HQWHUSULVHV��/RQJ�WHUP�UHIXJHHV�ORVH� WKHLU
VNLOOV� DQG� ILQG� LW� GLIILFXOW� WR� WUDLQ� WKHLU� FKLOGUHQ� LQ� WUDGLWLRQDO� OLYHOLKRRGV�� 5HIXJHHV
EHFRPH�GHSHQGHQW�RQ�IRRG�DLG�DQG�VXUYLYDO�OLYHOLKRRGV�VXFK�DV�FULPH�DQG�SURVWLWXWLRQ�
*LYHQ�WKH�GXUDWLRQ�RI�875�FRQIOLFWV������\HDUV�LQ�0R]DPELTXH�DQG����\HDUV�LQ�$QJROD��
WKH� ORVV� RI� VNLOOV� LV� SUREDEO\� JUHDWHU� WKDQ� LQ� FRXQWULHV� LQ� ZKLFK� FRQIOLFW� ZDV� VKRUWHU
�%RVQLD�DQG�+HU]HJRYLQD��IRU�LQVWDQFH���+RZHYHU��(ULWUHD
V����\HDU�ZDU��ZKLFK�ZDV�RI�D
GLIIHUHQW�NLQG�WR�WKDW�RI�$QJROD�RU�0R]DPELTXH��VDZ�D�PDVV�PRELOL]DWLRQ��ZKLFK�SDUWO\
VWUHQJWKHQHG�VRFLDO�FDSLWDO�

<HDUV� RI� ZDU� OHDYH� FRPEDWDQWV� VNLOOHG� LQ� ILJKWLQJ�� EXW� GH�VNLOOHG� LQ� PDNLQJ� SHDFHIXO
OLYHOLKRRGV��0DQ\�KDYH�QR�IRUPDO�HGXFDWLRQ�DW�DOO��LQFOXGLQJ�WKRXVDQGV�RI�FKLOG�VROGLHUV�
0DQ\�H[�FRPEDWDQWV�KDYH�KLJK�DQG�PRVWO\�XQUHDOLVWLF�H[SHFWDWLRQV�RI�FLYLOLDQ�OLIH��VHH
WKH�VXUYH\�RI�$QJROD�E\�WKH�'HSDUWPHQW�RI�+XPDQLWDULDQ�$IIDLUV��������IRU�H[DPSOH���,Q
WKLV�VLWXDWLRQ�WKH�PRUDO�DQG�VRFLDO�EDUULHUV�WR�OLYLQJ�E\�SUHGDWLRQ�RQ�RWKHUV�DUH�ORZHUHG
ZKLOH�DW�WKH�VDPH�WLPH�WKH�PHDQV�IRU�GRLQJ�VR��ZHDSRQU\��LV�FKHDS�DQG�DEXQGDQW�

������3URGXFWLYH�DVVHWV�DQG�LQSXWV

/LYHVWRFN� KDYH� EHHQ� GHFLPDWHG� LQ�$QJROD� DQG�0R]DPELTXH�� ,W� ZLOO� WDNH� GHFDGHV� IRU
KHUGV� WR� UHDFK� WKHLU� SUH�ZDU� OHYHOV� HYHQ� DIWHU� UHSODFHPHQW� SURJUDPPHV�� /RVV� RI� R[HQ
GXULQJ� WKH� ZDU� ZDV� WKH� PRVW� VLJQLILFDQW� IDFWRU� XQGHUPLQLQJ� FURS� SURGXFWLRQ� DQG
LQFUHDVLQJ� YXOQHUDELOLW\� WR� IDPLQH� LQ� WKH� (WKLRSLDQ� KLJKODQGV� �+ROW� DQG� /DZUHQFH�



��

������� 7KH� VKRUW�� DQG� ORQJ�� WHUP� LPSDFWV� GHSHQG� LQ� SDUW� RQ� ZKHWKHU� DVVLVWDQFH� LV
SURYLGHG� GXULQJ� WKH�ZDU�� ,Q� WKH� FDVH� RI� (ULWUHD��ZDUWLPH� SURJUDPPHV� VRXJKW� WR� VKDUH
R[HQ� EHWZHHQ� KRXVHKROGV� DQG� WR� UHSOHQLVK� VWRFNV� �&OLIIH�� ������� ,Q� FRQWUDVW�� WKH
$QJRODQ� JRYHUQPHQW� QHJOHFWHG� VPDOOKROGHUV� DQG� �� IROORZLQJ� WKH� 6RYLHW� H[DPSOH� �
FRQWLQXHG� WR� LQYHVW� KHDYLO\� LQ� WUDFWRUL]DWLRQ� ZKLFK� EHQHILWHG� FRPPHUFLDO� DQG� VWDWH
IDUPV�

6RFLDOLVW�UDWLRQLQJ�V\VWHPV�DOVR�KLQGHUHG�DFFHVV� WR�EDVLF�JRRGV�DQG� LQSXWV�GXULQJ�ZDU�
$QJROD� IROORZHG� WKH� 6RYLHW� PRGHO� LQ� VHWWLQJ� XS� D� KLHUDUFK\� RI� VKRSV� ZLWK� DFFHVV
GHWHUPLQHG� SROLWLFDOO\�� VPDOOKROGHUV� ODFNLQJ� UDWLRQ� FDUGV� ZHUH� OHIW� DW� WKH� EDFN� RI� WKH
TXHXH� DQG� QDWLRQDO� GLVWULEXWLRQ� SODQV� GLVFULPLQDWHG� LQ� IDYRXU� RI� WKH� XUEDQ� SRSXODWLRQ
�6RJJH������������

������3K\VLFDO�LQIUDVWUXFWXUH

5RDGV�� UDLOZD\V�� SRZHU� V\VWHPV�� WHOHFRPPXQLFDWLRQV�� GDPV�� DQG� LUULJDWLRQ� FKDQQHOV
PXVW�DOO�EH�UHEXLOW��DQG�QHZ�LQYHVWPHQWV�LQ�QHJOHFWHG�DUHDV�PDGH��7KH�UHKDELOLWDWLRQ�RI
URDGV�DQG�QHZ�FRQVWUXFWLRQ��HVSHFLDOO\�RI� UXUDO� IHHGHU� URDGV�� LV�SDUWLFXODUO\� LPSRUWDQW�
7UDQVSRUW� FRVWV� DUH� D� VLJQLILFDQW� FRQVWUDLQW� RQ� UHJLRQDO� PDUNHW� LQWHJUDWLRQ�� LQFOXGLQJ
SULFH� DUELWUDJH� DFURVV� UHJLRQV� LQ�PDUNHWV� IRU� FRQVXPHU� JRRGV�� FURSV�� DQG� DJULFXOWXUDO
LQSXWV�� 5RDG� LQYHVWPHQW� HQFRXUDJHV� QHZ� SULYDWH� HQWUDQWV� LQWR� WKH� EXVLQHVV� RI� WUDGH�
ZKLFK�UHGXFHV�VDOHV�PDUJLQV�DQG�WKHUHIRUH�SULFHV�IRU�FRQVXPHUV��VHH�VHFWLRQ�,9�DV�ZHOO��

(WKLRSLD�LOOXVWUDWHV�WKH�LVVXHV��,Q�(WKLRSLD�����SHU�FHQW�RI�IDUPHUV�KDYH�PRUH�WKDQ�KDOI�D
GD\V� ZDONLQJ� GLVWDQFH� WR� DQ� DOO� ZHDWKHU� URDG�� 2QO\� �� SHU� FHQW� RI� WKH� SRSXODWLRQ� KDV
DFFHVV� WR� DQ� HOHFWULFLW\� VXSSO\��ZKLFK� LV� DOPRVW� QRQ� H[LVWHQW� LQ� UXUDO� DUHDV� �+DQVVRQ�
������ ���� 'RQRUV� DUH� FRQWULEXWLQJ� ����� EQ� WR� URDGV� SURMHFWV�� WKHLU� ODUJHVW� VLQJOH
LQIUDVWUXFWXUH�LQYHVWPHQW�LQ�(WKLRSLD�

(PSOR\PHQW�*HQHUDWLRQ�6FKHPHV��(*6V��DUH�LPSRUWDQW�ERWK�DV�D�PHDQV�WR�UHFRQVWUXFW
LQIUDVWUXFWXUH��DQG�WR�SURPRWH�FRPPXQLW\�RZQHUVKLS��DQG�DV�SDUW�RI�GURXJKW�PLWLJDWLRQ
VWUDWHJLHV��(*6V�FDQ�FKHDSHQ�WKH�FRVWV�RI�LQIUDVWUXFWXUH�UHKDELOLWDWLRQ��DQG�PDLQWHQDQFH�
EXW� LPSOHPHQWDWLRQ� LV� QRW� VWUDLJKWIRUZDUG� �VHH� 0D[ZHOO�� ������ RQ� (WKLRSLD��� 7KHLU
GHVLJQ�PXVW� SD\�PRUH� DWWHQWLRQ� WR� WKHLU� SRYHUW\� LPSDFW� �ERWK� LQ� HPSOR\PHQW� DQG� WKH
YDOXH�RI�WKH�LQIUDVWUXFWXUH�WR�WKH�SRRU�WKHPVHOYHV���DQG�WR�WKHLU�JHQGHU�GLPHQVLRQ�ZKLFK
LV�RIWHQ�LQIHULRU��VHH�0DVHILHOG��������RQ�(WKLRSLD��

������1DWXUDO�FDSLWDO

/DERXU�DQG�QDWXUDO�FDSLWDO�DUH�WKH�WZR�IXQGDPHQWDO�SURGXFWLYH�IDFWRUV�LQ�ORZ�LQWHQVLYH
VPDOOKROGHU� DJULFXOWXUH�� &RORQLDOLVP�� VRFLDOLVP�� FRQIOLFW� DQG� QRZ� WUDQVLWLRQ� DQG
UHFRQVWUXFWLRQ�DIIHFWHG�DFFHVV�WR��DQG�PDQDJHPHQW�RI��VRLOV��IRUHVWV��ILVKHULHV��ZDWHU�DQG
RWKHU�QDWXUDO�UHVRXUFHV�

3ULPH� ODQG� ZDV� H[SURSULDWHG� IRU� VHWWOHU� IDUPV� LQ� 3RUWXJXHVH� $IULFD�� 7KHVH� ZHUH
QDWLRQDOL]HG�DW�LQGHSHQGHQFH�DIWHU�WKHLU�RZQHUV�IOHG�DQG�LQ�VRPH�FDVHV�VWDWH�IDUPV�ZHUH
H[SDQGHG� E\� WDNLQJ� LQ� FRQWLJXRXV� VPDOOKROGHU� ODQG� �:HVW� DQG� 0\HUV�� ������� 7KH
3RUWXJXHVH� ODUJHO\� LJQRUHG� YLOODJH�OHYHO� FRPPXQLW\� RUJDQL]DWLRQV�� EXW� )5(/,02
LQWHUYHQHG�H[WHQVLYHO\��SXVKLQJ� WKH�IRUPDWLRQ�RI�YLOODJH�FRRSHUDWLYHV�DQG�JLYLQJ�SDUW\
UHSUHVHQWDWLYHV�WKH�SRZHU�WR�UHVROYH�ORFDO�GLVSXWHV��1RURQKD������������



��

,QWHUYHQWLRQ�ZHQW� IXUWKHVW� LQ� (WKLRSLD�� %HIRUH� WKH� ����� UHYROXWLRQ� XS� WR� ��� SHU� FHQW
�YDU\LQJ�E\�UHJLRQ��RI�SHDVDQWV�ZHUH�WHQDQWV�ZLWK�ODQGORUGV�UHFHLYLQJ����WR����SHUFHQW�RI
WKH� FURS� �+DQVVRQ�� ������ ��� .ULVKQDQ� DQG� 'HUFRQ�� ������� &RPPHUFLDO� IDUPLQJ� LQ
(WKLRSLD�ZDV�OLPLWHG��7KH�'HUJ�DEROLVKHG�FXVWRPDU\�DQG�RWKHU�SUH�H[LVWLQJ�ODQG�ULJKWV
WRJHWKHU�ZLWK�WKH�XVH�RI�KLUHG�ODERXU��IRUPHG�SHDVDQW�DVVRFLDWLRQV��DQG�SXUVXHG�IRUFHG
YLOODJL]DWLRQ� DQG� UHVHWWOHPHQW� �&RKHQ� DQG� ,VDNVVRQ�� ������� 7KH� DEROLWLRQ� RI
VKDUHFURSSLQJ�ZDV�ZHOFRPHG��%XW�WKH�QHW�HIIHFW�RI� WKH�DJUDULDQ�UHIRUPV�ZDV�WR�UHGXFH
VHFXULW\�RI� WHQXUH�DQG�VPDOOKROGHU�SURILWDELOLW\��HQYLURQPHQWDO�GHJUDGDWLRQ�DQG�KXQJHU
UHVXOWHG��+REHQ��������������

&RQIOLFW�UHGXFHV�LQFHQWLYHV�WR�KXVEDQG�QDWXUDO�FDSLWDO�VXFK�DV�IRUHVWV��PDUNHW�GLVUXSWLRQ
FDXVHV�VKRUWDJHV�RI�LQSXWV�VXFK�DV�IHUWLOL]HU��DQG�IDUPLQJ�DQG�JUD]LQJ�DUH�NHSW�FORVH�WR
WKH� FRPPXQLW\�� $V� D� UHVXOW�� QDWXUDO� FDSLWDO� LV� GHSOHWHG� DQG� WKLV�� WRJHWKHU� ZLWK� WKH
FRQWUDFWLRQ�RI�PDUNHW�DFWLYLW\� �LQFOXGLQJ� WKH� UXUDO� ODERXU�PDUNHW��� OHDGV� WR�HQWLWOHPHQW
IDLOXUH� DQG�KXQJHU��3RSXODWLRQ�GHQVLWLHV� UHDFK� HQYLURQPHQWDOO\�XQVXVWDLQDEOH� OHYHOV� LQ
VDIH� DUHDV�� $UPLHV� OLYH� RII� WKH� ODQG� LQGLVFULPLQDWHO\�� EXW� VRPH� HQYLURQPHQWDO
UHJHQHUDWLRQ�ZLOO�RFFXU� LQ�DEDQGRQHG�DUHDV��5XUDO�(ULWUHD� VXIIHUHG�PDMRU�GHIRUHVWDWLRQ
GXULQJ�WKH�ZDU��ZKLFK�IXUWKHU�ZHDNHQHG�DQ�DOUHDG\�IUDJLOH�HFR�V\VWHP�

&RQWURO�RYHU�QDWXUDO�FDSLWDO�LV�DQ�H[WUHPHO\�LPSRUWDQW�LVVXH��+HUH��ZH�PDNH�WKUHH�PDLQ
SRLQWV�

���� 7KH� XVH� RI� QDWXUDO� FDSLWDO� LV� QRZ� VXEMHFW� WR� FRQIOLFWLQJ� FODLPV� DULVLQJ� RXW� RI
FXVWRPDU\��FRORQLDO�DQG�VRFLDOLVW�V\VWHPV�RI�SURSHUW\�ULJKWV��WRJHWKHU�ZLWK�WKH�FRQIXVLRQ
FUHDWHG�E\�WKH�SURORQJHG�GLVSODFHPHQW�RI�UXUDO�SRSXODWLRQV��7KLV�HQGDQJHUV�ERWK�EURDG�
EDVHG�GHYHORSPHQW�DQG�SROLWLFDO�VWDELOLW\�

���� *LYHQ� SROLWLFDO� VHQVLWLYLWLHV�� VWDWHV� KDYH� RSWHG� WR� UHWDLQ� RZQHUVKLS� RI� ODQG�� ZKLOH
JUDQWLQJ�XVXIUXFWXDU\�ULJKWV�WR�FRPPXQLWLHV�DQG�FRPPHUFLDO�OHDVHV��7KH������(WKLRSLDQ
FRQVWLWXWLRQ�SURYLGHV�IRU�WKLV��DOWKRXJK�YLRODWLRQV�KDYH�RFFXUUHG��+DQVVRQ��������������

���� %RWK� SHDFH� DQG� HFRQRPLF� UHIRUP� UDLVH� WKH� YDOXH� RI� SULPH� QDWXUDO� FDSLWDO� IRU
DJULFXOWXUH�� PLQLQJ�� WLPEHU� DQG� WRXULVP�� 3ROLWLFDO� LQVLGHUV� FDQ� WDNH� DGYDQWDJH� RI
FRQIXVLRQ�RYHU�FODLPV��DQG�RYHUULGH�FRPPXQLW\�ULJKWV��WR�IXUWKHU�FRPPHUFLDO�LQWHUHVWV�
,Q�0R]DPELTXH�� RYHU� ��� PLOOLRQ� KHFWDUHV� KDYH� EHHQ� JUDQWHG� LQ� FRQFHVVLRQV� �0\HUV�
����� DQG� ������ :HVW� DQG� 0\HUV�� ������ ����� 0DQ\� RI� WKH� FRQFHVVLRQV� LQFRUSRUDWH
FRPPXQLWLHV�ZKLFK�KDYH�FXVWRPDU\�ULJKWV�DQG�ZKLFK�DUH�XQGHU�WKUHDW�RI�GLVSRVVHVVLRQ
�$GGLVRQ�DQG�5LEH������������

����&RPPHUFLDO�GHYHORSPHQW�KROGV�RXW�WKH�SURPLVH�RI�PRUH�RII�IDUP�HPSOR\PHQW��%XW
VRPH� FRPPHUFLDO� HQWHUSULVHV� KDYH� XQFHUWDLQ� HQYLURQPHQWDO� DQG� VRFLDO� HIIHFWV�� 3URMHFW
DSSUDLVDO�DQG�HQYLURQPHQWDO�DVVHVVPHQW�QHHG�WR�EH�VWUHQJWKHQHG��0R]DPELTXH
V�ERUGHU
UHJLRQ�ZLWK�6RXWK�$IULFD�KDV��IRU�H[DPSOH��EHHQ�VXEMHFW�WR�PDQ\�GXELRXV�VFKHPHV���

������������������������������������������������
��� &RQIOLFWV� ZLWKLQ� DQG� EHWZHHQ� FRPPXQLWLHV� RYHU� UHVRXUFH� DFFHVV� KDYH� RFFXUUHG� LQ� ERWK� (ULWUHD� DQG
(WKLRSLD��+DQVVRQ������������DQG�.LEUHDE���������7KH�JHQGHU�GLPHQVLRQ�RI�UHVHWWOHPHQW�LV�DOVR�LPSRUWDQW�
'XULQJ�WKH�ZDU�(ULWUHDQ�ZRPHQ�ZHUH�JUDQWHG�HTXDO�ULJKWV��UHIOHFWLQJ�WKHLU�PDMRU�UROH�LQ�WKH�DUPHG�IRUFHV�
%XW�PDQ\�FRPPXQLWLHV�ZDQWHG�ZRPHQ�WR�UHWXUQ�WR�WKHLU�WUDGLWLRQDO�UROHV�DIWHU�LQGHSHQGHQFH�

���3URSRVDOV�KDYH�LQFOXGHG�D��������KHFWDUH�(XFDO\SWXV�SODQWDWLRQ�WR�VXSSO\�WKH�6RXWK�$IULFDQ�SDSHU�DQG
SXOS�LQGXVWU\��HYHQWXDOO\�DEDQGRQHG�IRU�HQYLURQPHQWDO�UHDVRQV���WRXULVP�SURMHFWV�UDQJLQJ�IURP�6XQ�&LW\



��

����)RFXVLQJ�SXEOLF�SROLF\�RQ�SRYHUW\�UHGXFWLRQ

������6HWWLQJ�H[SHQGLWXUH�SULRULWLHV

3XEOLF� PRQH\� PXVW� EH� IRFXVHG� RQ� FRUH� VHUYLFHV� RI� PRVW� EHQHILW� WR� WKH� SRRU�� 7KHVH
LQFOXGH� SULPDU\� HGXFDWLRQ�� EDVLF� KHDOWK� VHUYLFHV� DQG� VDIH� ZDWHU� DQG� VDQLWDWLRQ� �VHH
$GGLVRQ�DQG�5LEH��������

7DNH�WKH�KHDOWK�VHFWRUV�RI�(ULWUHD�DQG�(WKLRSLD�IRU�H[DPSOH��6KDZ���������$�FRPSDULVRQ
ZLWK�D�SRRU�DQG�QRQ�FRQIOLFW�FRXQWU\�VXFK�DV�7DQ]DQLD�LV�LQVWUXFWLYH��*RYHUQPHQW�KHDOWK
VSHQGLQJ�LQ�(ULWUHD�DQG�(WKLRSLD�LV�VXEVWDQWLDOO\�ORZHU�DV�D�SHUFHQWDJH�RI�*'3������DQG
���� SHU� FHQW� UHVSHFWLYHO\�� WKDQ� 7DQ]DQLD� ����� SHU� FHQW�� DQG� DV� D� VKDUH� RI� WRWDO
JRYHUQPHQW�VSHQGLQJ������SHU�FHQW�IRU�(ULWUHD������SHU�FHQW�IRU�(WKLRSLD��DQG�����SHU�FHQW
IRU�7DQ]DQLD���0RUHRYHU��KHDOWK�UHVRXUFHV��DQG�RWKHU�VRFLDO�VHUYLFHV��PXVW�EH�GLUHFWHG�WR
VHUYLFHV� RI� PRVW� EHQHILW� WR� KXPDQ� GHYHORSPHQW�� &XUDWLYH� KHDOWK� FDUH� DFFRXQWV
RYHUZKHOPLQJO\� IRU� WRWDO� KHDOWK� VSHQGLQJ� LQ�(ULWUHD� DQG�(WKLRSLD� ���� DQG���� SHU� FHQW
UHVSHFWLYHO\��ZKLOH�FRPPXQLW\�VHUYLFHV�UHFHLYH���DQG���SHU�FHQW�VKDUHV��DQG�SUHYHQWLYH
VHUYLFHV����DQG����SHU�FHQW�� ,Q�7DQ]DQLD�� WKH�VKDUHV�DUH����SHU�FHQW� �FXUDWLYH������SHU
FHQW� �FRPPXQLW\��� DQG� ��� SHU� FHQW� �SUHYHQWLYH��� 7KLV� LQGLFDWHV� WKH� VFDOH� RI� WKH� HIIRUW
UHTXLUHG�WR�UHVRXUFH�KHDOWK�LQ�875�FRXQWULHV��HYHQ�WR�WKH�OHYHO�RI�7DQ]DQLD�

7KH� GLVWULEXWLRQ� RI� KHDOWK� �DQG� RWKHU� VRFLDO�� VSHQGLQJ� LQ� 875� FRXQWULHV� UHIOHFWV� WKH
ZDUWLPH�GHVWUXFWLRQ� RI� UXUDO� VHUYLFHV�� DQG� KLVWRULHV� RI� XUEDQ� ELDV� �ZKLFK� FRQWLQXHV� LQ
VRPH� FDVHV����� 6KLIWLQJ� UHVRXUFHV� WR� EDVLF� VHUYLFHV� FDQ� GR� PXFK� IRU� KXPDQ
GHYHORSPHQW�� EXW� JLYHQ� WKH� VFDOH� RI� QHHGV�� DQG� WKH� UHVRXUFH� FRQVWUDLQWV�� KDUG� FKRLFHV
ZLOO� UHPDLQ�ZLWKLQ�EDVLF� VHUYLFHV� WKHPVHOYHV��)RU�H[DPSOH��XQWLO� UHYHQXH�PRELOLVDWLRQ
ULVHV�� LW�PD\�QRW�EH�SRVVLEOH� ��ZLWKLQ� H[LVWLQJ�EXGJHW� FRQVWUDLQWV� �� WR� UHFRQVWUXFW� ERWK
UXUDO�HGXFDWLRQ�DQG�KHDOWK�VHUYLFHV�GHVWUR\HG�GXULQJ�FRQIOLFW�DQG�WR�PDNH�HQWLUHO\�QHZ
LQYHVWPHQWV�LQ�DUHDV�ZKLFK�QHYHU�KDG�VHUYLFHV��/DFN�RI�UHVRXUFHV�PD\�IRUFH�D�FKRLFH�RI
RQH� RYHU� WKH� RWKHU� �� DQ� XQGHVLUDEOH� VWDWH� RI� DIIDLUV�� +HQFH�� LW� LV� FULWLFDO� WR� FDUYH� RXW
VDYLQJV�IURP�RWKHU�DUHDV�RI�WKH�JRYHUQPHQW�EXGJHW�LQ�RUGHU�WR�UHGXFH�WKH�FRQVWUDLQW�RQ
IXQGLQJ�EDVLF�VHUYLFHV��0RUHRYHU��PDMRU�ORJLVWLF�SUREOHPV�UHPDLQ��PRUH�PRQH\�IRU�WKH
SULPDU\� HGXFDWLRQ� EXGJHW� LV� QRW� WKH� VDPH� DV� PRUH� SULPDU\� VFKRROV� ZLWK� ERRNV� DQG
WHDFKHUV��8JDQGD���ZKLFK�KDV�EHHQ�UHFRQVWUXFWLQJ�IRU�D�ORQJHU�WLPH�WKDQ�875�FRXQWULHV��
VWLOO�KDV�PDMRU�VHUYLFH�GHOLYHU\�SUREOHPV���

,Q� WKH� IDFH�RI� WKHVH�GLIILFXOWLHV�� JRYHUQPHQWV� DQG�GRQRUV�PD\�EH� WHPSWHG� WR� IRFXV� RQ
KLJKO\� YLVLEOH� VRFLDO� SURJUDPPHV� ZKLFK� QHYHUWKHOHVV� KDYH� OLPLWHG� FRYHUDJH�� DQG� WR
DYRLG�WKH�KDUG�FKRLFHV�LQYROYHG�LQ�SURSHUO\�UHVRXUFLQJ�EDVLF�VHUYLFHV��%HFDXVH�LW�HQWDLOV
D� FRPSUHKHQVLYH� UHYLHZ� RI� WKH� HIIHFWLYHQHVV� RI� SXEOLF� H[SHQGLWXUH�� HFRQRPLF� UHIRUP
SURYLGHV� DQ� RSSRUWXQLW\� WR� HIIHFWLYHO\� UHVRXUFH� EDVLF� VHUYLFHV�� ,I� GRQH� ZHOO�� SXEOLF
H[SHQGLWXUH� UHIRUP� VXSSRUWV� WKH� REMHFWLYH� RI� VRFLDO� UHFRQVWUXFWLRQ�� %XW� WKLV� LV� RQO\
SRVVLEOH�LI�WKH�PDFUR�HFRQRPLF�IUDPHZRUN�LWVHOI���SDUWLFXODUO\�LWV�ILVFDO�GHILFLW�WDUJHW���LV

����������������������������������������������������������������������������������������������������������������������������������������������
W\SH�WKHPH�SDUNV�WR�FRPPXQLW\�EDVHG�HFR�WRXULVP��DQG�D�ELG�IRU� WKH�HQWLUH� UHJLRQ�E\�D� IRUHLJQ� LQYHVWRU
ZLWK�DOOHJHG�ZDU�WLPH�OLQNV�WR�5(1$02�

���,Q�$QJROD��EXGJHW�DOORFDWLRQV�WR�WKH�KHDOWK�VHFWRU�KDYH�IDOOHQ�WR�DERXW���SHU�FHQW��IURP�����SHU�FHQW�LQ
WKH�HDUO\�����V��WKH�VKDUH�DOORFDWHG�WR�SULPDU\�KHDOWK�FDUH�LV�QHJOLJLEOH���OHVV�WKDQ�������SHU�FDSLWD��:RUOG
%DQN�����������

��� 2QO\� ��� SHU� FHQW� RI� WKH� EXGJHW� IRU� QRQ�VDODU\� H[SHQGLWXUHV� LQ� SULPDU\� HGXFDWLRQ� LV� UHFHLYHG� E\
8JDQGD
V�VFKRROV��WKH�UHVW�LV�VZDOORZHG�E\�WKH�DGPLQLVWUDWLRQ�RI�WKH�V\VWHP��,0)������������



��

QRW� XQGXO\� UHVWULFWLYH� �VHH� VHFWLRQ�9���$QG�PXFK�PRUH� DLG� �WRJHWKHU�ZLWK� GHEW� UHOLHI�
ZLOO�EH�QHFHVVDU\�WR�UHYLWDOL]H�WKH�VRFLDO�VHFWRUV�

������5HZULWLQJ�WKH�DLG�FRQWUDFW�WR�IRFXV�RQ�SRYHUW\�UHGXFWLRQ

$LG�FRQGLWLRQDOLW\�DWWHPSWV�WR�LQGXFH�D�VHW�RI�SROLF\�FKDQJHV���WKH�
LQSXWV
�LQWR�UHFRYHU\��
WKURXJK� XS�IURQW� FRPPLWPHQWV� E\� JRYHUQPHQW�� %XW� LW� LV� RYHU�FRPSOH[�� DVVXPHV� WKDW
GRQRUV�KDYH�IXOO� LQIRUPDWLRQ�DERXW�ZKDW�DUH� WKH� ULJKW�SROLFLHV�DQG�VSHQGLQJ�SULRULWLHV�
DQG�UHSHDWHG�UHIRUP�EUHDNGRZQV�VKRZ�LWV�OLPLWHG�HIIHFWLYHQHVV��VHH�.LOOLFN������D��DQG
0RVOH\�������IRU�WKRURXJK�DVVHVVPHQWV���0RUHRYHU��WKH�GRPHVWLF�FRQWHVW�RYHU�UHVRXUFHV
SURYLGHG�E\�DLG�KDV�VRPHWLPHV�FRQWULEXWHG�WR�FRQIOLFW��VHH�0DUHQ��������RQ�6RPDOLD��IRU
H[DPSOH��

&ROOLHU� HW� DO� ������� VXJJHVW� D� QHZ� JRYHUQPHQW�GRQRU� FRQWUDFW� ZKLFK� SODFHV� PRUH
HPSKDVLV� RQ� D� VPDOO� VHW� RI� 
RXWSXWV
� RI� UHIRUP� �� JURZWK� IRU� H[DPSOH�� 7KHVH� FDQ� EH
PRQLWRUHG�E\� UHWURVSHFWLYH� DVVHVVPHQW��ZLWK� JRRG�SHUIRUPHUV� �DGMXVWLQJ� IRU� EDG� OXFN�
VXFK�DV�H[WHUQDO�VKRFNV��EHLQJ�DOORFDWHG�PRUH�DLG��7DNLQJ�WKLV�LGHD�IRUZDUG��ZH�VXJJHVW
WKDW�IRU�FRXQWULHV�WKDW�VLJQDO�FRPPLWPHQW�WR�VRFLDO�UHFRYHU\���E\�VKLIWLQJ�SXEOLF�PRQH\
WR�EDVLF�VRFLDO�VHUYLFHV���DJUHHG�WDUJHWV�IRU�NH\�VRFLDO�
RXWSXWV
��LQIDQW�PRUWDOLW\��IHPDOH
HQUROPHQW� HWF�� VKRXOG� EH� PRQLWRUHG� DQG� HQWHU� WKH� 
DLG� FRQWUDFW
���� 8QWLO� VRFLDO� GDWD
FROOHFWLRQ�LV�LPSURYHG��WKH�FRPSRQHQWV�RI�WKH�81'3
V�KXPDQ�GHYHORSPHQW�LQGH[��+',�
��VHH�7DEOH�����DQG�WKH�DVVRFLDWHG�JHQGHU�GHYHORSPHQW�LQGH[��*',���FRXOG�EH�XVHG���

������,QYHVWLQJ�LQ�SRYHUW\�LQIRUPDWLRQ

*DWKHULQJ�LQIRUPDWLRQ���WR�LGHQWLI\�SULRULW\�QHHGV���LV�FULWLFDO�WR�VKDUSHQLQJ�WKH�SRYHUW\
IRFXV�RI�SXEOLF� SROLF\��7LPHO\� KRXVHKROG� VXUYH\V� DQG� SDUWLFLSDWRU\� VWXGLHV� FODULI\� WKH
VRFLDO� LPSDFW� RI� UHIRUP� DQG� LGHQWLI\� WKH� LQFLGHQFH� RI� SXEOLF� H[SHQGLWXUHV�� ZKLFK� DUH
RIWHQ�VNHZHG�WRZDUGV�WKH�QRQ�SRRU��$GGLVRQ������D���2Q�WKLV�EDVLV��SRYHUW\�UHGXFWLRQ
FDQ� EH� HPEHGGHG� LQWR� SXEOLF� H[SHQGLWXUH� UHDOORFDWLRQV�� DQG� WKH� WDUJHWLQJ� RI� QXWULWLRQ
DVVLVWDQFH��WR�UHSODFH�ZDUWLPH�IRRG�DLG��FDQ�EH�HQKDQFHG��0R]DPELTXH��IRU�H[DPSOH��LV
EXLOGLQJ�D�JRRG�EDVH�RI�SRYHUW\�LQIRUPDWLRQ�XVLQJ�D�YDULHW\�RI�WHFKQLTXHV��0DNLQJ�WKLV
LQIRUPDWLRQ� IUHHO\� DYDLODEOH�� DV� 6RXWK� $IULFD� KDV� GRQH�� VWUHQJWKHQV� GHPRFUDF\� E\
SURYLGLQJ�D�EDVH�RI�REMHFWLYH�LQIRUPDWLRQ�IRU�GHEDWH�ZLWKLQ�FLYLO�VRFLHW\���

������������������������������������������������
���7KLV�LV�DOVR�RI�UHOHYDQFH�WR�GHEW�UHGXFWLRQ��VHH�VHFWLRQ�9��

���7KH�+',� LV� QRW� D� 
SHUIHFW
�PHDVXUH� RI� KXPDQ� SURJUHVV�� QR� VXFK� LQGLFDWRU� H[LVWV� �$QDQG� DQG�+DUULV�
�������%XW�LW�KDV�WKH�FRQVLGHUDEOH�PHULW�WKDW�WKH�QHFHVVDU\�GDWD�DUH�DYDLODEOH�IRU�����FRXQWULHV��7KH�*',�LV
DYDLODEOH� IRU� ���� FRXQWULHV�� 2XU� VXJJHVWLRQ� KHUH� LV� WR� XVH� LWV� VRFLDO� FRPSRQHQWV�� OLIH� H[SHFWDQF\� DQG
PHDVXUHV� RI� HGXFDWLRQDO� DWWDLQPHQW�� UDWKHU� WKDQ� WKH� LQGH[� LWVHOI� �EHFDXVH� RI� GLVDJUHHPHQWV� RYHU� LWV
ZHLJKWLQJ�� DQG� WR� LQYHVW� LQ� PRUH� GDWD� FROOHFWLRQ� WR� GLYHUVLI\� WKH� VRFLDO� LQGLFDWRUV�� :LWKRXW� VXFK
LQYHVWPHQW�� QHLWKHU� JRYHUQPHQWV� QRU� WKHLU� GRQRU� SDUWQHUV� FDQ� DVVHVV� WKH� HIIHFWLYHQHVV� RI� WKHLU� SROLFLHV
�$GGLVRQ��������

���6XFK�LQIRUPDWLRQ�UHYHDOV�SROLWLFDOO\�XQSDODWDEOH�IDFWV��VXFK�DV�GLIIHUHQFHV�LQ�UHJLRQDO�OLYLQJ�VWDQGDUGV
�D�SRWHQWLDO�VRXUFH�RI�FRQIOLFW���EXW�KLGLQJ�WKH�IDFWV�GRHV�QRW�HDVH�VRFLDO�WHQVLRQV��*RYHUQPHQWV�ZKLFK�NHHS
VRFLDO�GDWD�VHFUHW�DUH�XVXDOO\�KLGLQJ�HYLGHQFH�RI�WKHLU�RZQ�UHVRXUFH�PLVDOORFDWLRQV��0DODZL�XQGHU�%DQGD
LV�DQ�H[DPSOH��



��
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����&UHDWLRQ�RI�WKH�QHZ�SULYDWH�VHFWRU

,Q� WKH� FRORQLDO� HUD� WKH� SULYDWH� VHFWRU� ZDV� GRPLQDWHG� E\� VHWWOHU� LQWHUHVWV�� LQ� WKH� VWDWH
VRFLDOLVW� HUD� LW� ZDV� FRQWUROOHG� DQG� UHSUHVVHG� EXW� FRQWLQXHG� WR� IXQFWLRQ� RQ� D� UHGXFHG
VFDOH�� RIWHQ� LOOHJDOO\�� %XW� ZLWK� QHZ� HQWUDQWV� �� WKH� FRQVHTXHQFH� RI� OLEHUDOL]DWLRQ� DQG
SULYDWL]DWLRQ���D�QHZ�SULYDWH�VHFWRU�LV�EHLQJ�FUHDWHG��3ULYDWH�VHFWRU�DFWRUV�LQFOXGH�VPDOO
DQG� ODUJH�VFDOH�FRPPHUFLDO�HQWHUSULVHV�� MRLQW�YHQWXUHV�ZLWK�IRUHLJQ� LQYHVWRUV� LQFOXGLQJ
PXOWL�QDWLRQDOV��DQG�PLFUR�HQWHUSULVHV�LQ�WKH�LQIRUPDO�VHFWRU�

6LJQLILFDQW� DPRXQWV� RI� FDSLWDO� IRU� WKH� QHZ� SULYDWH� VHFWRU� FRPH� IURP� WKH� DFFXPXODWHG
SURILWV� RI� ZDU�WLPH� DFWLYLW\�� LQFOXGLQJ� WKH� GLVWULEXWLRQ� RI� HPHUJHQF\� UHOLHI�� SULYDWH
HQWHUSULVHV�UXQ�E\�WKH�PLOLWDU\�DQG�VWDWH�RIILFLDOV��DQG�WKH�VXUYLYDO�OLYHOLKRRGV�GHYHORSHG
GXULQJ�ZDU��$V�D�UHVXOW�� WKH�SRVW�ZDU�SULYDWH�VHFWRU�GLIIHUV�VLJQLILFDQWO\�WR�WKH�RQH�WKDW
PLJKW�KDYH�HPHUJHG����\HDUV�DJR� LI� WKH� VWDWH� VRFLDOLVW� URDG�KDG�QRW�EHHQ� WDNHQ�DQG� LI
FRQIOLFW�KDG�QRW�HUXSWHG�

����2YHUFRPLQJ�LQYHVWPHQW�LQHUWLD

������8QFHUWDLQW\

7KH�H[SHFWDWLRQV�RI�GRPHVWLF� DQG� IRUHLJQ� LQYHVWRUV�KDYH� WKHLU� RZQ� LQHUWLD��ZKLFK� FDQ
ODVW�ORQJ�DIWHU�FRQIOLFW�LV�UHVROYHG��LQYHVWPHQW�ULVN�IDOOV�EXW�WKH�H[SHFWDWLRQ�RI�KLJK�ULVN
UHPDLQV�� 8QFHUWDLQW\� FRPELQHG�ZLWK� GRXEWV� DERXW� SROLF\� FUHGLELOLW\� FDQ� NHHS� SULYDWH
LQYHVWPHQW�ORZ�LQ�SRVW�FRQIOLFW�FRXQWULHV�

7KLV�FDQ�OLPLW�SULYDWH�UHFRQVWUXFWLRQ��,Q�WHUPV�RI�)LJXUH����LQ�VHFWLRQ�,,��� WKH�HFRQRP\
UHPDLQV� VWXFN� EHORZ� LWV� SHDFH�WLPH� SURGXFWLRQ� IURQWLHU�� VNHZHG� WRZDUGV� DFWLYLW\�ZLWK
VKRUW�WHUP�UHWXUQV��XUEDQ�FRPPHUFH���DQG�ZLWK�OLPLWHG�LQYHVWPHQW�LQ�SURGXFWLRQ��DVLGH
IURP�WKH�QDWXUDO� UHVRXUFH�VHFWRU���8QFHUWDLQW\� WKHUHE\�ZHDNHQV�D�SULYDWH� VHFWRU� VXSSO\
UHVSRQVH� ZKLFK� LV� DOUHDG\� FRQVWUDLQHG� E\� LQIUDVWUXFWXUH� GHVWUXFWLRQ� DQG� WKH
XQGHUGHYHORSPHQW�RI�WKH�EDQNLQJ�V\VWHP�

������)RUHLJQ�LQYHVWPHQW

6LQFH�LQYHVWPHQW�RSSRUWXQLWLHV�LQ�SRVW�FRQIOLFW�FRXQWULHV�VXEVWDQWLDOO\�H[FHHG�GRPHVWLF
VDYLQJV� �� DQG� WKH� JDS� LV� ODUJHU� WKDQ� IRU� D� QRQ�FRQIOLFW� GHYHORSLQJ� HFRQRP\� �� IRUHLJQ
FDSLWDO�LV�QHHGHG�IRU�VZLIW�UHFRQVWUXFWLRQ��3RWHQWLDO�IRUHLJQ�LQYHVWRUV�JDWKHU�LQIRUPDWLRQ
E\� REVHUYLQJ� WKH� LQYHVWPHQWV� RI� RWKHUV�� %XW� LI� LQLWLDO� LQYHVWPHQW� LV� ORZ�� SRWHQWLDO
LQYHVWRUV�KDYH�YHU\�OLWWOH�LQIRUPDWLRQ�WR�JXLGH�WKHP��(DFK�LQYHVWRU�LV�UHOXFWDQW�WR�JR�LQ
ILUVW�HYHQ�WKRXJK�WKH�UHWXUQV�WR�ILUVW�HQWUDQWV�PD\�EH�YHU\�KLJK�H[�SRVW��,QVWHDG�WKH\�ZDLW
IRU� WKH�SRVLWLYH� LQIRUPDWLRQDO�H[WHUQDOLWLHV�SURYLGHG�E\� ILUVW� HQWUDQWV����7KLV� LPSHUIHFW

������������������������������������������������
��� 7KLPDQQ� DQG� 7KXP� ������� PRGHO� WKLV� SUREOHP� LQ� WKH� FRQWH[W� RI� (DVWHUQ� (XURSH� DIWHU� WKH� IDOO� RI
FRPPXQLVP��%XW�WKLV�SHUVSHFWLYH�LV�YHU\�UHOHYDQW�WR�SRVW�FRQIOLFW�FRXQWULHV�



��

LQIRUPDWLRQ� SUREOHP� FDQ� UHVXOW� LQ� OLPLWHG� IRUHLJQ� LQYHVWPHQW� DIWHU� SHDFH� GHVSLWH� WKH
UHGXFWLRQ�RI�ULVN����

$�FRXQWU\
V�'LDVSRUD�LV�EHWWHU�DW�HVWLPDWLQJ�WKH�LQYHVWPHQW�ULVNV�WKDQ�IRUHLJQ�LQYHVWRUV�
WKH� UHWXUQ� RI� KXPDQ� DQG� ILQDQFLDO� FDSLWDO� KDV�� IRU� H[DPSOH�� EHHQ� LPSRUWDQW� WR� WKH
UHFRQVWUXFWLRQ� RI� (ULWUHD� DQG� (WKLRSLD�� %XW� HQFRXUDJLQJ� WKH� UHWXUQ� RI� 6RPDOLD
V
SURIHVVLRQDO� FODVV�� DQG� WKHLU� FDSLWDO�� ZLOO� SURYH� YHU\� GLIILFXOW� JLYHQ� WKH� QDWXUH� RI� WKH
FRXQWU\
V�FRQIOLFW��$GDP�DQG�)RUG��������

7KH�IRUHLJQ�LQYHVWPHQW�SLFWXUH�LQ�WKH�875�JURXS�YDULHV�VLJQLILFDQWO\�DFURVV�FRXQWULHV�
0R]DPELTXH�UHFHLYHG�FORVH�WR����EQ�RI�IRUHLJQ�LQYHVWPHQW�LQ���������3ODQQHG�SURMHFWV
LQFOXGH�WKH�GHYHORSPHQW�RI�WKH�RIIVKRUH�3DQGH�JDV�ILHOG��DQ�LURQ�RUH�SURFHVVLQJ�SODQW��DQ
DOXPLQLXP�VPHOWHU�� D�KLJK�YROWDJH� WUDQVPLVVLRQ� OLQH� OLQNHG� WR� WKH�6RXWK�$IULFDQ� JULG�
DQG�DQ�LURQ�RUH�SURFHVVLQJ�SODQW�DW�%HLUD��3RUW�IDFLOLWLHV��FKHDS�SRZHU��IURP�WKH�&DKRUD
%DVVD�GDP���DQG�SUR[LPLW\�WR�6RXWK�$IULFD�KDYH�HQFRXUDJHG�WKLV�LQYHVWPHQW�LQWHUHVW���

7KH� LPSDFW� RI� WKHVH� SURMHFWV� LV� DV� \HW� XQFOHDU�� WKH� DOXPLQLXP� SODQW� FUHDWHV� ���� ORFDO
MREV�� DOWKRXJK� LQGLUHFW� HPSOR\PHQW� FUHDWLRQ� VKRXOG� EH� PXFK� JUHDWHU�� 7KH� FRPSDQ\
QHJRWLDWHG�D����\HDU� WD[�KROLGD\��VR�WKH�WUHDVXU\�GRHV�QRW�EHQHILW�GLUHFWO\��DOWKRXJK�E\
UDLVLQJ�JURZWK��DQG� WKXV� WKH� WD[�EDVH�� WKH�SURMHFW
V� UHYHQXH� HIIHFW� FRXOG�EH� VLJQLILFDQW
�EXW�LV�XQNQRZQ���6XFK�LQYHVWPHQWV�PD\�DOVR�UHFHLYH�D�VXEVLG\�ZKHQ�SRZHU�DQG�ZDWHU
DUH�SULFHG�DW�OHVV�WKDQ�WKH�PDUJLQDO�FRVW�RI�VXSSO\�

)RUHLJQ� LQYHVWPHQW� LQ� $QJROD
V� RIIVKRUH� RLO� LQGXVWU\� LV� JURZLQJ� UDSLGO\�� 7KH� LQWHUHVW
DPRQJ�LQWHUQDWLRQDO�FRPSDQLHV�LV�VXFK�WKDW�VXFFHVVIXO�ELGGHUV�IRU�OLFHQVHV�ZLOO�KDYH�WR
SD\�QRQ�UHFRYHUDEOH�VLJQDWXUH�ERQXVHV�RI�PRUH�WKDQ������PQ�WR�WKH�JRYHUQPHQW��0RELO
DORQH�LV�SODQQLQJ�WR�LQYHVW�D�IXUWKHU����EQ�WR�H[SDQG�LWV�RSHUDWLRQV��%XW�WKHUH�LV�D�ODFN�RI
PXOWLSOLHU� HIIHFWV� IURP� WKLV� IRUHLJQ� LQYHVWPHQW� WR� WKH� GRPHVWLF� HFRQRP\�� VKRUH� EDVHG
LQGXVWULHV� WR� VHUYH� WKH� RIIVKRUH� RLO� VHFWRU� DUH� XQGHUGHYHORSHG� DQG� WKHUH� LV� QR� ORFDO
PDUNHW�IRU�QDWXUDO�JDV��D�E\�SURGXFW�RI�WKH�RLO�H[WUDFWLRQ��)RUHLJQ�LQYHVWPHQW�RXWVLGH�WKH
RLO�VHFWRU�LV�OLPLWHG��EXW�UHFHQWO\�LQFOXGHG�WHOHFRPPXQLFDWLRQV�

,Q�(ULWUHD� DQG�(WKLRSLD�� IRUHLJQ� LQYHVWRUV� VKRZ� DQ� LQWHUHVW�� EXW� DFWXDO� LQYHVWPHQW� KDV
EHHQ� OLPLWHG�� ,Q�(WKLRSLD�� IRUHLJQ� LQYHVWPHQW� LV� FHQWUHG�RQ� WKH�PLQHUDOV� VHFWRU�� DQG� LV
GRPLQDWHG� E\� WKH� IRUHLJQ� SXUFKDVH� RI� (WKLRSLD
V� SULQFLSDO� JROG� PLQH� LQ� WKH� ODUJHVW
SULYDWL]DWLRQ�������PQ��WR�GDWH����3ROLWLFDO�XQFHUWDLQW\�LQ�WKH�UHJLRQ�KDV�DJDLQ�UDLVHG�WKH
ULVN�SUHPLXP�WR�LQYHVWRUV�
������������������������������������������������
��� 'RQRUV� FDQ� UHGXFH� LQYHVWPHQW� LQHUWLD� E\� SURYLGLQJ� SDUWLDO� LQVXUDQFH� RI� WKH� SROLWLFDO� ULVNV� DQG� E\
LPSURYLQJ�LQIRUPDWLRQ�IORZV�WR�SRWHQWLDO�IRUHLJQ�LQYHVWRUV�

���7KHUH�LV�VRPH�FRQIXVLRQ�DERXW�WKH�DFWXDO�IRUHLJQ�LQYHVWPHQW�ILJXUHV��D�WRWDO�RI������EQ�KDV�EHHQ�TXRWHG
LQ�WKH�SUHVV��EXW�LW�LV�QRW�FOHDU�ZKHWKHU�WKLV�LQFOXGHV�DFWXDO�RU�SODQQHG�LQYHVWPHQWV��)RU�H[DPSOH������PQ
KDV�EHHQ�LQYHVWHG�LQ�H[SORULQJ�WKH�RIIVKRUH�JDV�ILHOGV�DQG�LI�WKLV�LV�VXFFHVVIXO�LW�PD\�OHDG�WR�D������EQ�JDV
SLSHOLQH� WR� 6RXWK� $IULFD�� 7KH� FULVLV� LQ� HPHUJLQJ� PDUNHWV� LV� OLNHO\� WR� UHGXFH� 0R]DPELTXH
V� IRUHLJQ
LQYHVWPHQW��6RXWK�$IULFD�KDV�UDLVHG�LQWHUHVW�UDWHV�WR�GHIHQG�WKH�UDQG�DQG�WKLV�ZLOO�UHGXFH�LWV�LQYHVWPHQW�DW
KRPH�DQG�DEURDG�

���6RXWK�$IULFDQ�DQG�3RUWXJXHVH�LQYHVWRUV�KDYH�EHHQ�WKH�ILUVW�HQWUDQWV��UHIOHFWLQJ�WKHLU�FORVH�NQRZOHGJH�RI
WKH�FRXQWU\��,Q�������6RXWK�$IULFD�LQYHVWHG�������PQ��IROORZHG�E\�3RUWXJDO��������PQ���DQG�WKH�8.������
PQ��

���,Q�WKH���\HDUV�WR�������WKH�(WKLRSLDQ�,QYHVWPHQW�$XWKRULW\��(,$��KDV�UHJLVWHUHG�RQO\����)',�SURMHFWV�
PRVW� ZLWK� D� YDOXH� XQGHU� ���� PQ� ELUU�� 2I� WKHVH� WKH� EXON� EHORQJ� WR� RQH� FRPSDQ\�� WKH� (WKLRSLDQ�6DXGL
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����3ULYDWL]DWLRQ

%R[���VXPPDUL]HV�WKH�SUHVHQW�VLWXDWLRQ��0R]DPELTXH�KDV�JRQH�WKH�IXUWKHVW�UHIOHFWLQJ�LWV
HDUO\� VWDUW� LQ� WUDQVLWLRQ� DQG� WKH� DFFHOHUDWLRQ� RI� SULYDWL]DWLRQ� RYHU� �������� �&UDPHU�
������� 0DQ\� VWDWH� RZQHG� HQWHUSULVHV� �62(V�� DUH� XQDWWUDFWLYH� HFRQRPLF� LQYHVWPHQWV�
6WDWH� VRFLDOLVW� SURMHFWV� ZHUH� DSSUDLVHG� XVLQJ� DGPLQLVWHUHG� SULFHV� WKDW� GHYLDWHG
VXEVWDQWLDOO\� IURP� PDUNHW� SULFHV�� &XUUHQF\� RYHUYDOXDWLRQ�� LPSRUW� SURWHFWLRQ�� DQG
VXEVLGL]HG� FUHGLW� DOO� DIIHFWHG� SURMHFW� VHOHFWLRQ�� (QYLURQPHQWDO� LPSDFWV�ZHUH� JHQHUDOO\
QHJOHFWHG�� ,Q� FRQVHTXHQFH�� PDQ\� 62(V� LQ� WKH� SURGXFWLYH� VHFWRU� VHOO� WR� D� OLPLWHG
GRPHVWLF�PDUNHW�� KDYH�SRRU� H[SRUW� SRWHQWLDO�� DQG� XVH� LQDSSURSULDWH� �FDSLWDO� LQWHQVLYH�
DQG�SROOXWLQJ�WHFKQRORJLHV�

0DQ\�62(V�KDYH�XQFHUWDLQ�ILQDQFHV��QHJDWLYH�QHW�ZRUWK��KLJK�GHEW�WR�HTXLW\�UDWLRV��DQG
ZDJH� DUUHDUV�� 7KHUH� LV� D� ODFN� RI� EDVLF� ILQDQFLDO� LQIRUPDWLRQ� WR� DVVHVV� SURILWDELOLW\�
8QFHUWDLQW\� DERXW� SURSHUW\� ULJKWV�� DQG� WKH� XQGHUGHYHORSPHQW� RI� FRPPHUFLDO� ODZ� DQG
UHJXODWRU\� V\VWHPV� �UHIOHFWLQJ�D� ODFN�RI� VWDWH� H[SHUWLVH��� DOVR� FRQVWUDLQ� H[SDQVLRQ��7KH
XQGHUGHYHORSPHQW� RI� ILQDQFLDO� V\VWHPV� KDV� FRQVWUDLQHG� WKH� DELOLW\� RI� 62(V� WR
UHVWUXFWXUH�WKHPVHOYHV�SULRU�WR�SULYDWL]DWLRQ��7KHVH�SUREOHPV�DUH�VLPLODU�WR�WKRVH�RI�WKH
)68�

7KH�SULFH�WKDW�SULYDWH�EX\HUV�RIIHU�IRU�D�VWDWH�DVVHW�UHIOHFWV�WKHLU�HVWLPDWH�RI�WKH�SUHVHQW
YDOXH�RI� WKH�GLVFRXQWHG�VWUHDP�RI� LWV� IXWXUH�SURILWV��7KH�H[SHFWDWLRQ�RI�SROLF\� UHYHUVDO
DQG�WKH�ULVN�RI�FRQIOLFW�UHVXPSWLRQ�ORZHU�WKHLU�HVWLPDWH�RI�WKH�SURILWV�VWUHDP��RU�PDNH�LW
LPSRVVLEOH�WR�SUHGLFW��DQG�UDLVHV�WKHLU�SULYDWH�GLVFRXQW�UDWHV��7KLV�PDNHV�IRU�ORZ�ELGV��RU
QR� ELGV� DW� DOO��� 7KLV�� WRJHWKHU� ZLWK� ILVFDO� SUHVVXUHV� WR� GXPS� ORVV� PDNLQJ� 62(V�
GLIILFXOWLHV� LQ� UDLVLQJ� FDSLWDO� IURP� XQGHUGHYHORSHG� ILQDQFLDO� V\VWHPV�� DQG� WKH� KLJK
GRPHVWLF� LQWHUHVW�UDWHV�DVVRFLDWHG�ZLWK�ILUVW�URXQG�VWDELOL]DWLRQ�SURJUDPPHV��FDQ�UHVXOW
LQ�EDUJDLQ�EDVHPHQW�SULFHV��1HYHUWKHOHVV��0R]DPELTXH�KDV� UDLVHG�D�VXUSULVLQJ�DPRXQW
RI�PRQH\�IURP�LWV�SULYDWL]DWLRQ�HIIRUW��%R[����

5HGXFLQJ�FRXQWU\�ULVN�UDLVHV�ELGV��LQFUHDVHV�SULYDWL]DWLRQ�SURFHHGV��DQG�WKH�SUHVHQFH�RI
QXPHURXV� HDJHU� ELGGHUV� UHGXFHV� WKH� SRWHQWLDO� IRU� FROOXVLYH� EHKDYLRXU� EHWZHHQ� WKH
JRYHUQPHQW� DQG� SROLWLFDOO\� SUHIHUUHG� ELGGHUV� �DQ� LPSRUWDQW� FRQVLGHUDWLRQ� LQ� DYRLGLQJ
FURQ\�FDSLWDOLVP��

������3ULYDWL]DWLRQ�LQ�WKH�ILQDQFLDO�VHFWRU

8QGHU�VWDWH�VRFLDOLVP��EDQNV�ZHUH�QDWLRQDOL]HG��7KH\�FKDQQHOOHG�GRPHVWLF�VDYLQJV�LQWR
ORZ�LQWHUHVW� UDWH� ORDQV� WR� WKH� VWDWH� DQG� LWV� HQWHUSULVHV�� 1HJDWLYH� UHDO� LQWHUHVW� UDWHV
UHGXFHG� VDYLQJV� UDWHV� �UHDO� LQWHUHVW� UDWHV� ZHUH� PLQXV� ��� SHU� FHQW� E\� WKH� HQG� RI� WKH
0HQJLVWX�UHJLPH���)LQDQFLDO�LQWHUPHGLDWLRQ�ZDV�OLPLWHG��$V�VWDWH�VRFLDOLVP�HURGHG��EDQN
FUHGLW�ZDV� UHGLUHFWHG� IRU�SHUVRQDO�JDLQ�� ,Q�%HQLQ��&RQJR��*XLQHD�%LVVDX�DQG�6RPDOLD�
EDQNV�HYHQWXDOO\�FROODSVHG�XQGHU�SRUWIROLRV�RI�EDG�ORDQV����0R]DPELTXH
V�VWDWH�EDQNLQJ
V\VWHP�FRQWLQXHG�WR�IXQFWLRQ�EXW�ZDV�LQVROYHQW�ZLWKRXW�ODUJH�ILVFDO�WUDQVIHUV�

����������������������������������������������������������������������������������������������������������������������������������������������
0,'52&�FRQJORPHUDWH�ZKLFK�SXUFKDVHG�WKH�JROG�PLQH��6RXUFH��$IULFD�5HVHDUFK�%XOOHWLQ��9RO������1R�
���S���������

���7KH������FLYLO�ZDU�LQ�WKH�&RQJR�DSSHDUV�WR�KDYH�DFFHOHUDWHG�WKH�EDQN�SULYDWL]DWLRQ�SURJUDPPH�ZLWK
WKH�*RYHUQPHQW�DQQRXQFLQJ� WKDW� LW� LQWHQGV� WR�VHOO� LWV�VWDNH�ZLWKLQ�D�\HDU�� VR�PXFK�GDPDJH�ZDV�GRQH� WR
EDQN�LQIUDVWUXFWXUH�WKDW�UHFDSLWDOL]DWLRQ�IURP�IRUHLJQ�EX\HUV�LV�WKH�RQO\�ZD\�IRUZDUG�
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BOX 4
PRIVATIZATION

Angola. The state oil company is the most important SOE. In 1990 the state sector accounted for
30 per cent of all enterprises (but 80 per cent of large enterprises and 67 per cent of medium
sized enterprises), 60 per cent of the total output of formal enterprises, and 80 per cent of
employment. Slow privatization has occurred in the 1990s, mostly small and medium sized
enterprises. Housing has been privatized. Agricultural enterprises and the railway authority have
remained under state ownership, but have been placed under private management contracts.
Attempts to speed up the privatization of large enterprises, including banks, occurred after 1995.

Eritrea. A privatization agency has been established and is selling a number of manufacturing
SOEs and all state hotels. The banking sector consists of 5 institutions. The state owns the
commercial bank (the largest institution), the agricultural and industrial development bank, the
investment development bank and the national insurance company.

Ethiopia. In 1992, SOEs were reorganized, new management boards introduced, and directed to
pursue commercial objectives. Soft budget constraints were mostly removed. A privatization
agency was established in 1994. Of the 197 SOEs targeted for privatization by the end of FY
1997, 152 have been privatized, mostly small trading enterprises, and a few manufacturers. Five
commercial banks have been established alongside the state banks.

Guinea-Bissau. Production by highly-import dependent SOEs collapsed in the 1980s due to
foreign exchange constraints. Privatization started in the 1980s, and accelerated in the 1990s,
most recently the oil and gas distribution networks. The state banking system was weak; it was
restructured and merged in the late 1980s, and the first private bank (there are now two) started
operations in 1990.

Mozambique. The national privatization agency has sold off 40 large parastatals for $100 mn,
creating 70 new private firms whose owners have promised to invest $200 mn. Over 90 per cent
of the enterprises have been sold to Mozambican investors; these have mainly bought smaller
enterprises which were originally taken under state control when their Portuguese owners fled in
1974. Half the privatization revenue comes from sales to foreign investors. The state has
retained a minority share in some privatized enterprises and this will be floated if a stock
exchange is established

Sources: Hansson (1995, 1998), IMF (1995, 1996, 1997a), World Bank (1997), Zejan and Kokko
(1998).
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&RQIOLFW� VXEVHTXHQWO\� GDPDJHG� RU� GHVWUR\HG� 875� ILQDQFLDO� LQVWLWXWLRQV�� (ULWUHD
V
ILQDQFLDO�V\VWHP��LQFOXGLQJ�LWV�FHQWUDO�EDQN��LV�EHLQJ�EXLOW�IURP�VFUDWFK��+DQVVRQ��������
5HFRQVWUXFWLRQ� UHTXLUHV� D� ILQDQFLDO� VHFWRU� FDSDEOH� RI� LQWHUPHGLDWLQJ� GRPHVWLF� DQG
IRUHLJQ� VDYLQJV� LQWR� HIILFLHQW� SULYDWH� LQYHVWPHQW�� 3ULYDWH� WUDGHUV�� IRU� H[DPSOH�� KDYH
PRVWO\� UHSODFHG� VWDWH�PDUNHWLQJ� ERDUGV�� WKH\� QHHG� LQYHVWPHQW� DQG�ZRUNLQJ� FDSLWDO� WR
SD\� VPDOOKROGHUV� DQG� ORDQV� WR� LQYHVW� LQ� WUDQVSRUW� DQG� VWRUDJH� �VHH� VHFWLRQ� �����
&RPPXQLWLHV�DOVR�QHHG�IDFLOLWLHV�WR�VDYH�IRU�IXWXUH�LQYHVWPHQWV�DQG�FRQVXPSWLRQ�QHHGV
�DQG�PLFUR�FUHGLW�VFKHPHV�WR�LQYHVW�LQ�WKHLU�OLYHOLKRRGV��

,W�LV�SURYLQJ�TXLWH�HDV\�WR�VHW�XS�SULYDWH�EDQNV��EXW�HVWDEOLVKLQJ�D�VRXQG�EDQNLQJ�V\VWHP
LV� PXFK� PRUH� FKDOOHQJLQJ�� 5HFDSLWDOL]LQJ� WKH� EDQNLQJ� VHFWRU� LV� H[SHQVLYH�� ,Q
0R]DPELTXH�� WKH�VWDWH�EDQNLQJ�V\VWHP�ZDV�SULYDWL]HG�DIWHU�VHSDUDWLQJ�RXW�FRPPHUFLDO
EDQN� IXQFWLRQV� IURP� FHQWUDO� EDQN� IXQFWLRQV�� )RUHLJQ� LQYHVWRUV�� LQFOXGLQJ� 0DOD\VLDQ
EDQNV�� KDYH� HVWDEOLVKHG� MRLQW� YHQWXUHV���� (WKLRSLD
V� ILQDQFLDO� VHFWRU� UHPDLQV� FORVHG� WR
IRUHLJQ� LQYHVWRUV�� )LYH� SULYDWH� EDQNV� KDYH� EHHQ� RSHQHG� DORQJVLGH� WKH� H[LVWLQJ� VWDWH
RZQHG�EDQN���

3ROLWLFDO� LQIOXHQFH�FDQ�VWLOO�FUHDWH�XQVRXQG�EDQNV��� WKLV� WLPH�SULYDWH� UDWKHU� WKDQ�VWDWH� �
ZLWK�SRUWIROLRV�RI�EDG�ORDQV��DV�.HQ\D��7DQ]DQLD��8JDQGD�DQG�=LPEDEZH�GHPRQVWUDWH�
$QJROD
V�FRPPHUFLDO�EDQNV�KDYH�PRUH�WKDQ������PQ�LQ�EDG�GHEWV��PXFK�RI�WKH�PRQH\
RZHG�E\�ERUURZHUV�ZLWK�FRQQHFWLRQV�WR�WKH�SROLWLFDO�DQG�PLOLWDU\�HOLWH���

%DQN� IDLOXUH� KDV� VHYHUH� PDFUR�HFRQRPLF� FRVWV� �6WLJOLW]�� ������� ,W� � FRQWULEXWHG� WR
SROLWLFDO� LQVWDELOLW\� DQG� WXUPRLO� LQ� 875� FRXQWULHV���� <HW� ILQDQFLDO� UHJXODWLRQ� LV
UXGLPHQWDU\� HYHU\ZKHUH�� (WKLRSLD
V� FHQWUDO� EDQN� HVWDEOLVKHG� D� UHJXODWRU\� GHSDUWPHQW
RQO\�ODVW�\HDU��,WV�FDSDELOLWLHV�KDYH�\HW�WR�EH�WHVWHG�E\�D�PDMRU�EDQN�FULVLV�

����7KH�SULYDWH�VHFWRU�DQG�WKH�VWDWH

$�QHZ�SULYDWH� VHFWRU� LV�HPHUJLQJ� LQ�875�FRXQWULHV� WKURXJK�ERWK�QHZ� LQYHVWPHQW�DQG
WKH�SULYDWL]DWLRQ�RI�VWDWH�DVVHWV��$�QXPEHU�RI�SRLQWV�FDQ�EH�PDGH�DERXW�WKH�UHODWLRQVKLS
EHWZHHQ�WKH�SULYDWH�VHFWRU�DQG�WKH�VWDWH�

����$V�WKH�SULYDWH�VHFWRU�VWUHQJWKHQV��WKH�SKHQRPHQRQ�RI�
VWUDGGOLQJ
��ZKHUHE\�SROLWLFDO
OHDGHUV� DQG� NH\� VWDWH� RIILFLDOV� LQYHVW� LQ� FRPPHUFLDO� HQWHUSULVHV�� ULVHV� �%LJVWHQ� DQG
0RHQH��������������2QH�PRWLYH�LV�WR�IXQG�SROLWLFDO�SDUWLHV��7KH�LQFHQWLYH�IRU�VWUDGGOLQJ
WKHUHIRUH�LQFUHDVHV�DV�FRXQWULHV�UHSODFH�RQH�SDUW\�V\VWHPV��LQ�ZKLFK�WKH�SDUW\�LV�ILQDQFHG
E\�SXEOLF�PRQH\��ZLWK�PXOWL�SDUW\�V\VWHPV�

������������������������������������������������
��� 7KH� %DQFR� $XVWUDO�� SUHYLRXVO\� NQRZQ� DV� WKH� 3HRSOH
V� 'HYHORSPHQW� %DQN� �%3'�� ZDV� IRUPHUO\
ODXQFKHG�WKLV�\HDU�ZLWK�0DOD\VLDQ�FDSLWDO�

���,Q�2FWREHU�������WKH�,0)�VXVSHQGHG�LWV�������PQ�WKUHH�\HDU�(QKDQFHG�6WUXFWXUDO�$GMXVWPHQW�IDFLOLW\
�(6$)��FLWLQJ� WKH�JRYHUQPHQW
V� IDLOXUH� WR�RYHUKDXO� WKH�EDQNLQJ�V\VWHP�� OLIW� WKH� LQWHUHVW�UDWH�FHLOLQJ��DQG
IXUWKHU�UHOD[�H[FKDQJH�FRQWUROV�

���6RXUFH��$IULFD�5HVHDUFK�%XOOHWLQ��9RO������1R�����S��������

���/DFN�RI�SUXGHQWLDO�ILQDQFLDO�UHJXODWLRQ�LV�D�PDMRU�VRXUFH�RI�SROLWLFDO�LQVWDELOLW\�DQG�FRQIOLFW�WKURXJKRXW
WKH�ZRUOG��WKH�FROODSVH�RI�S\UDPLG�VDYLQJV�VFKHPHV�LQ�$OEDQLD��DQG�WKH�VXEVHTXHQW�GHVFHQW�LQWR�WXUPRLO��LV
D�UHFHQW�H[DPSOH��,QGRQHVLD�PD\�ZHOO�SURYH�WR�EH�DQRWKHU�FDVH�
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���� 6WUDGGOLQJ� HQFRXUDJHV� VWDWH� LQWHUYHQWLRQV� WR� SURWHFW� H[LVWLQJ� HFRQRPLF� UHQWV� �RU
FUHDWH� QHZ� RQHV�� IRU� VHOHFWHG� FRPSDQLHV�� 6WUDGGOLQJ� FDQ� OHDG� WR� GLVFULPLQDWLRQ� LQ
HQWHUSULVH�UHJLVWUDWLRQ��UHJXODWLRQ��DQG�WD[DWLRQ�ZKHQ�WKH�UHVSRQVLEOH�LQVWLWXWLRQV�DUH�QRW
SURWHFWHG� IURP� LQWHUIHUHQFH��6XFK�GLVFULPLQDWLRQ� LV�FLWHG�DV�D�EDUULHU� WR� LQYHVWPHQW�E\
(WKLRSLDQ� EXVLQHVVPHQ�� IRU� H[DPSOH� �+DQVVRQ�� ������ ����� %HFDXVH� VWUDGGOLQJ� LV
DVVRFLDWHG�ZLWK�LQFUHDVHG�WD[�HYDVLRQ��E\�WKH�IDYRXUHG��LW�H[DFHUEDWHV�ILVFDO�SUREOHPV�

���� 6WUDGGOLQJ� HQFRXUDJHV� WKH� IRUPDWLRQ� RI� SULYDWH� EDQNV� DQG� PD\� LQ� SDUW� GULYH� WKH
DJHQGD�RI�ILQDQFLDO�OLEHUDOL]DWLRQ��DV�LW�KDV�GRQH��GLVDVWURXVO\��LQ�5XVVLD�DQG�)68���%DQN
UHJXODWRUV�DUH�VXEMHFW�WR�SROLWLFDO�SUHVVXUHV�WR�RYHUORRN�WKH�IRUPDWLRQ�RI�XQVRXQG�EDQNV�
$FKLHYLQJ�WKH�SROLWLFDO�VSDFH�IRU�EDQN�UHJXODWRUV�WR�GR�WKHLU�MRE�LV�D�FULWLFDO�LQYHVWPHQW
LQ�WKH�GHYHORSPHQWDO�VWDWH��DV�(DVW�$VLD�QRZ�VKRZV��

����7KH�VWDWH
V�UHOLQTXLVKPHQW�RI�LWV�PRQRSROLHV�LV�D�KLJKO\�SROLWLFL]HG�SURFHVV�LQ�ZKLFK
WKH�WHFKQLFDO�DJHQGD�RI�OLEHUDOL]DWLRQ�FDQ�RYHUODS�ZLWK�WKH�VHSDUDWH�DJHQGDV�RI�WKH�SHDFH
SURFHVV� DQG� DOVR� SDUW\� SROLWLFDO� ILQDQFH�� ,Q� $QJROD�� IRU� H[DPSOH�� WKH� VWDWH� GLDPRQG
HQWHUSULVH��(1',$0$��KDV�D�GH� MXUH�PRQRSRO\�RYHU�SURGXFWLRQ�DQG�PLQLQJ��DOWKRXJK
LOOHJDO� SULYDWH� DFWLYLW\� LV� PDVVLYH�� 1HJRWLDWLRQV� WR� OHJDOL]H� SULYDWH� PLQLQJ� LQ� 81,7$
FRQWUROOHG� DUHDV� UHSRUWHGO\� FHQWUHG� DURXQG� FHGLQJ� (1',$0$
V� GH� MXUH� PRQRSRO\� LQ
WKRVH�DUHDV� WR�D�QHZ�HQWHUSULVH� WR�EH�FRQWUROOHG�E\�81,7$�� WKXV� OHJDOL]LQJ� D�GH� IDFWR

SULYDWL]DWLRQ
�RI�WKH�ORFDO�PLQLQJ�LQGXVWU\�FDUULHG�RXW�E\�81,7$��,0)������E������

���� 6RPH� SULYDWL]DWLRQV� KDYH� EHHQ� XQFRQWUROOHG� DQG� QRQ�WUDQVSDUHQW�� 7KHVH� KDYH
W\SLFDOO\� RFFXUUHG� DW� WKH� ORFDO� SURYLQFLDO� JRYHUQPHQW� OHYHO�� LQYROYLQJ� VWDWH� IDUPV� DQG
VWDWH� EXLOGLQJV�� ,Q� WKH� PLG� ����V� 0R]DPELTXH
V� SURYLQFLDO� JRYHUQPHQWV� VWDUWHG
GLYHVWLQJ� VWDWH� IDUPV� LQ� DQ� DG�KRF� DQG�QRQ�WUDQVSDUHQW�SURFHVV� WKDW� LJQRUHG� GLUHFWLYHV
IURP� 0DSXWR�� D� SUREOHP� ZKLFK� PD\� LQFUHDVH� ZLWK� IXUWKHU� DGPLQLVWUDWLYH
GHFHQWUDOL]DWLRQ� �1RURQKD�� ������ ����:HVW� DQG�0\HUV�� ������� 6XFK� 
VSRQWDQHRXV
� DQG

ZLOG
�SULYDWL]DWLRQV�DUH�FKDUDFWHULVWLF�RI� WKH�)68�ZKHUH� WKH\�KDYH�FUHDWHG�H[WUHPHV�RI
ZHDOWK�DQG�LQHTXDOLW\�LQ�WKH�ILUVW�\HDU
V�RI�WUDQVLWLRQ�

���� ,Q� 6RPDOLD�� WKH�PRVW� SRZHUIXO� DFWRUV� LQ� WKH� SULYDWH� VHFWRU� DUH� WKH� ZDUORUGV�� 2QH
ZDUORUG� KDV� WULHG� �ZLWKRXW� VXFFHVV�� WR� HVWDEOLVK� D� SULYDWH� EDQN� LQ� 0RJDGLVKX� XVLQJ
0DOD\VLDQ�FDSLWDO��WKH�EDQN�ZRXOG�DOVR�LVVXH�D�FXUUHQF\��:DUORUGV�KDYH�DW�YDULRXV�WLPHV
SULQWHG�EDQN�QRWHV�WR�FDSWXUH�WKH�VHLJQRUDJH�UHYHQXH�ZKLFK�QRUPDOO\�DFFUXHV�WR�D�VWDWH�
7KH�LVVXDQFH�RI�FXUUHQF\�LV�DOVR�RQH�RI�WKH�NH\�LQVWLWXWLRQV�DVVRFLDWHG�ZLWK�WKH�KLVWRULFDO
GHYHORSPHQW�RI� VWDWHV� �� WKH�RWKHU�EHLQJ�SURWHFWLRQ�RI�SURSHUW\� ULJKWV� �VHH�$URQ�������
DQG�1RUWK��������RQ�WKH�LPSRUWDQFH�RI�LQVWLWXWLRQDO�GHYHORSPHQW�LQ�JHQHUDO���%\�LVVXLQJ
D�FXUUHQF\��D�ZDUORUG�FDQ�KRSH�WR�FUHDWH�WKH�LQVWLWXWLRQV�RI� WKH�VWDWH�DURXQG�KLV�SULYDWH
DFWLYLWLHV��WKHUHE\�FRQVROLGDWLQJ�KLV�SRVLWLRQ�IRU�HYHQWXDO�UHFRJQLWLRQ�DV�WKH�
*RYHUQPHQW
RI�6RPDOLD
����7KLV�LV�D�FDVH�RI�WKH�QHZ�SULYDWH�VHFWRU�FUHDWLQJ�WKH�VWDWH�

������������������������������������������������
���6R�IDU��6RPDOLV�KDYH�SUHIHUUHG�GROODUV�DQG�WKH�ROG�QRWHV�RI�WKH�IDLOHG�VWDWH��6RPDOLODQG�KDV�D�VHSDUDWH
EXW�ZHDN�FXUUHQF\��0XEDUDN��������



��

����3ULYDWH�LQYHVWPHQW�LQ�DJULFXOWXUH

������3ULYDWL]DWLRQ�LQ�DJULFXOWXUH

$JULFXOWXUH�LV�WUDGLWLRQDOO\��L�H��SUH�FRQIOLFW��WKH�FRUH�VHFWRU�RI�875�HFRQRPLHV�LQ�WHUPV
RI�RXWSXW�DQG�HPSOR\PHQW��7KHUHIRUH� WKH�SULYDWL]DWLRQ�RI� VWDWH� IDUPV�DQG�RI� WKH�DJUR�
SURFHVVLQJ� LQGXVWU\� KDV� SRWHQWLDOO\� PDMRU� HIIHFWV� RQ� WKH� SURVSHFWV� IRU� EURDG�EDVHG
GHYHORSPHQW�� ,QFRQVLVWHQFLHV� FDQ� DOVR� DULVH� EHWZHHQ� WKH� SULYDWL]DWLRQ� SURJUDPPH� DQG
WKH�OLEHUDOL]DWLRQ�RI�DJULFXOWXUDO�SROLF\�

,Q�HFRQRPLHV�ZLWK�SULYDWH�ODQG�RZQHUVKLS��ODQG�LV�WKH�SULQFLSDO�DVVHW��DQG�VRXUFH�RI�ORDQ
FROODWHUDO�� RI� SULYDWH� DJULFXOWXUDO� EXVLQHVVHV�� 875� FRXQWULHV� KDYH� UHWDLQHG� VWDWH� ODQG
RZQHUVKLS�IRU�UHDVRQV�GLVFXVVHG�LQ�VHFWLRQ�,,,��%XW�WKH�DEVHQFH�RI�FRPPHUFLDO�RZQHUVKLS
RI� ODQG� UHGXFHV� WKH� SRWHQWLDO� YDOXH� RI� SULYDWL]HG� DJULFXOWXUDO� EXVLQHVV�� $QJROD� KDV
DWWHPSWHG�WR�FLUFXPYHQW�WKLV�SUREOHP�E\�SODFLQJ�D�ODUJH�QXPEHU�RI�$QJRODQ�DJULFXOWXUDO
HQWHUSULVHV�XQGHU�SULYDWH�PDQDJHPHQW�FRQWUDFWV��LQVWHDG�RI�RXWULJKW�SULYDWL]DWLRQ��,0)�
�����������%XW�LW�LV�XQOLNHO\�WKDW�WKLV�DUUDQJHPHQW�ZLOO�PD[LPL]H�LQYHVWPHQW�RU�JURZWK
LQ� FRPSDULVRQ� WR� D� V\VWHP� RI� SULYDWH� SURSHUW\� LQ� ODQG�� VLQFH� WKH� SULYDWH� HQWHUSULVHV
FDQQRW�RIIHU�WKH�ODQG�DV�FROODWHUDO���

&RPPXQLW\� ULJKWV� KDYH� DOVR� EHHQ� LJQRUHG� LQ� WKH� SULYDWL]DWLRQ� RI� VWDWH� IDUPV�� ,Q
0R]DPELTXH�� PRVW� RI� WKH� VPDOOKROGHU� ODQGV� LQFRUSRUDWHG� LQWR� VWDWH� IDUP� ZHUH� QRW
UHWXUQHG�WR�FRPPXQLWLHV��/DQG�ZDV�JUDEEHG�E\�ORFDO�EXVLQHVV�LQWHUHVWV�LQ�DOOLDQFH�ZLWK
ORFDO�SROLWLFDO� OHDGHUV��:HVW�DQG�0\HUV���������7KH�FRUH�RI� WKH�VWDWH�IDUPV�DUH�WKH�ROG
FRORQLDO�VHWWOHU�IDUPV�DQG�WKLV�LV�SULPH�DJULFXOWXUDO�ODQG��*LYLQJ�FRPPXQLWLHV�DFFHVV�WR
LW� FRXOG� EH� LPSRUWDQW� IRU� UXUDO� SRYHUW\� UHGXFWLRQ�� 3ULRULW\� ZDV� JLYHQ� LQVWHDG� WR� WKH
FUHDWLRQ� RI� SULYDWH� IDUPV� DQG� PL[HG� HQWHUSULVHV�� VXFK� DV� /RPDFR� LQ� *D]D� LQ� ZKLFK
PXOWL�QDWLRQDO� /RQKUR� KDV� WKH� PDMRULW\� VKDUH�� WKH� VWDWH� KROGLQJ� WKH� UHVW�� 6XFK
FRPPHUFLDO� IDUPV� SURYLGH� ZDJH� ODERXU� RSSRUWXQLWLHV� ZKLFK� DUH� PXFK� YDOXHG� E\
KRXVHKROGV��&UDPHU�DQG�3RQWDUD���������1HYHUWKHOHVV��WKH�SURFHVV�RI�GLYHVWLWXUH�KDV�QRW
PD[LPL]HG� WKH� SRVVLELOLWLHV� IRU� SRYHUW\� UHGXFWLRQ� �� E\� JLYLQJ� FRPPXQLWLHV� DFFHVV� WR
SULPH�ODQG�DQG�LUULJDWLRQ���DQG�KDV�IDYRXUHG�SULYDWH�LQWHUHVWV�RYHU�WKH�QDWLRQDO�LQWHUHVW�

$JULFXOWXUDO�OLEHUDOL]DWLRQ�LQWHUDFWV�ZLWK�SULYDWL]DWLRQ�LQ�WKDW�LW�DIIHFWV�WKH�SURILWDELOLW\�RI
SULYDWL]HG�VWDWH� IDUPV�DQG�DJUR�SURFHVVLQJ� LQGXVWULHV��7KH�SURWHFWLRQ��RU�GLVSURWHFWLRQ�
RI�WKH�VHFWRU�DIIHFWV�WKH�YDOXH�RI�WKH�SULYDWL]HG�DVVHWV�DQG�WKH�YLDELOLW\�RI�WKH�EXVLQHVV�
7DNHQ� DV� D� ZKROH�� DJULFXOWXUDO� SROLF\� OLEHUDOL]DWLRQ� VKRXOG�� WKURXJK� UHPRYLQJ� WKH
LPSOLFLW�WD[DWLRQ�DVVRFLDWHG�ZLWK�VWDWH�PDUNHWLQJ�DQG�LWV�LQHIILFLHQF\��UDLVH�WKH�SURILWV�RI
IDUPLQJ�DQG�DJUR�SURFHVVLQJ�

%XW�VRPH�SDUWV�RI� WKH�DJULFXOWXUDO� VHFWRU�PD\� ORVH�SURWHFWLRQ��DQG� WKLV�ZLOO� UHGXFH� WKH
YDOXH�RI�WKH�SULYDWL]HG�DVVHWV��7KH�FDVKHZ�VHFWRU�LQ�0R]DPELTXH�LOOXVWUDWHV�WKH�LVVXH�

&DVKHZ�IDUPLQJ�SURYLGHV�D�OLYLQJ�IRU���PLOOLRQ�0R]DPELFDQ�IDUPHUV��,W�LV�D�JRRG�FURS
IRU�SRRU�VPDOOKROGHUV�VLQFH�LW�LV�ODERXU�LQWHQVLYH�DQG�WKH�WUHHV�FDQ�JURZ�LQ�SRRU�VRLOV��%\
WKH�HDUO\�����V�� WKH�IDUP�JDWH�SULFH�KDG�IDOOHQ�WR�������SHU�FHQW�RI� WKH�ZRUOG�SULFH��$
EDQ�RQ� WKH� H[SRUW� RI� UDZ� QXWV� SURWHFWHG� WKH� SURFHVVLQJ� LQGXVWU\� DQG� VWUHQJWKHQHG� WKH
GRPHVWLF�EX\HU
V�PRQRSVRQ\��$GGLVRQ�DQG�5LEH������������

������������������������������������������������
���,Q�$QJROD�ODQG�FDQ�EH�OHDVHG�XS�WR����\HDUV�DQG�OHDVHV�FDQ�EH�UHQHZHG��WUDQVIHUUHG��DQG�LQKHULWHG��EXW
QRW�XVHG�DV�FROODWHUDO�



��

8QGHU�DJULFXOWXUDO�OLEHUDOL]DWLRQ��WKLV�TXDQWLWDWLYH�UHVWULFWLRQ�ZDV�UHSODFHG�E\�DQ�H[SRUW
WD[� �WKH� UHQW� WKHUHIRUH� EHLQJ� FRQYHUWHG� LQWR� D� UHYHQXH� IRU� JRYHUQPHQW��� ,Q� ����� WKH
FDVKHZ� SURFHVVLQJ� LQGXVWU\� ZDV� SULYDWL]HG�� 6KRUWO\� DIWHUZDUGV�� WKH� :RUOG� %DQN
SHUVXDGHG�WKH�JRYHUQPHQW�WR�UHGXFH�WKH�H[SRUW�WD[�LQ�VXFFHVVLYH�VWDJHV��LW�KDV�QRZ�EHHQ
UHGXFHG�IURP���� WR����SHU�FHQW��ZLWK� WKH�DLP�RI�SKDVLQJ� LW�RXW� LQ� IRXU�\HDUV�XQGHU� LWV
DJULFXOWXUDO�UHIRUP�SURJUDPPH�

7KH� QHZ� RZQHUV� FRPSODLQ� WKDW� WKH� YDOXH� RI� WKHLU� LQLWLDO� LQYHVWPHQW� KDV� EHHQ
XQH[SHFWHGO\� UHGXFHG�� 7UDGH� XQLRQLVWV� DUH�ZRUULHG� DERXW� MRE� ORVVHV� LQ� WKH� SURFHVVLQJ
LQGXVWU\�� ZKLFK� HPSOR\V� ������ ZRUNHUV�� DQG� LV� 0R]DPELTXH
V� ODUJHVW� LQGXVWULDO
HPSOR\HU��7KH�%DQN�DUJXHV�WKDW�VPDOOKROGHUV��PDQ\�RI�ZKRP�DUH�SRRU��ZLOO�EHQHILW�IURP
UHPRYLQJ� SURWHFWLRQ� WR� SURFHVVRUV�� LQWHUQDWLRQDO� EX\HUV� ZLOO� FRPSHWH� WR� SXUFKDVH� WKH
QXWV�� ELG� XS� WKH� IDUP� JDWH� SULFH�� DQG� H[SRUW� WKHP� WR� ,QGLD� IRU� SURFHVVLQJ�� 'RPHVWLF
SURFHVVRUV�DUJXH� WKDW� ,QGLDQ�EX\HUV�FDQ�HQJDJH� LQ�XQIDLU�FRPSHWLWLRQ��VLQFH� WKH� ,QGLDQ
SURFHVVLQJ�LQGXVWU\�LV�VXEVLGL]HG�

:KDWHYHU� WKH� UHODWLYH� PHULWV� RI� WKH� FDVH� �� DQG� WKHUH� LV� FHUWDLQO\� D� QHHG� WR� UDLVH
VPDOOKROGHU� LQFRPHV� �� WKHUH� LV� D� PLVPDWFK� EHWZHHQ� WKH� SROLF\� UHIRUP� DQG� WKH
SULYDWL]DWLRQ� SURFHVV�� /LEHUDOL]DWLRQ� KDV� QRZ� EHHQ� KDOWHG� ZKLOH� WKH� %DQN� FRQGXFWV
IXUWKHU�VWXGLHV�RI�WKH�LVVXH�

������3ULYDWH�LQYHVWPHQW�LQ�DJULFXOWXUDO�PDUNHWLQJ

6WDWH�DJULFXOWXUDO�PDUNHWLQJ�KDV�ZLWKHUHG��,WV�UHYLWDOL]DWLRQ�LV�KLJKO\�XQOLNHO\��HYHQ�LI�WKH
ROG�UHQW�VHHNLQJ�LQWHUHVWV�DQG�LQHIILFLHQFLHV�FRXOG�EH�UHPRYHG��)LVFDO�SUHVVXUHV�SUHFOXGH
LW��DQG�SULYDWL]HG�EDQNLQJ�V\VWHPV�ZLOO�QRW�WDNH�RQ�WKH�GHEWV�RI�VWDWH�PDUNHWLQJ�DV�VWDWH
EDQNV� RQFH� GLG�� 0RUH� IXQGDPHQWDOO\�� D� VXEVLG\� WR� VWDWH� PDUNHWLQJ� LV� RQO\� ZHDNO\
WDUJHWHG�WR�WKH�SRRU�DQG�WKHUHIRUH�GLIILFXOW�WR�MXVWLI\�UHODWLYH�WR�WKH�PHULWV�RI�EDVLF�VRFLDO
VHUYLFHV���� 3ULYDWH� LQYHVWPHQW� LQ� PDUNHWLQJ� �� E\� FRPPHUFLDO� FRPSDQLHV�� VPDOO�VFDOH
FRPPHUFLDO�WUDGHUV��DQG�PLFUR�WUDGHUV���LV�QRZ�FULWLFDO�WR�DFKLHYLQJ�EURDG�EDVHG�JURZWK
DQG�IRRG�VHFXULW\�

,QLWLDOO\�� VWDWH� FRQWURO� RYHU�PDUNHWLQJ� SXVKHG� RXW� SULYDWH� WUDGHUV�� ,Q� ������ WKHUH�ZHUH
RQO\�������WUDGHUV�RSHUDWLQJ�LQ�0R]DPELTXH�FRPSDUHG�ZLWK�������LQ�WKH�����V��$QJROD
VDZ�D�PDVV� H[RGXV� RI�3RUWXJXHVH� 
EXVK
� WUDGHUV� �6WHQPDQ�� ������� 3ULYDWH� WUDGLQJ�ZDV
VHYHUHO\�UHSUHVVHG�LQ�(WKLRSLD��3DUDOOHO�PDUNHWV��DW�ILUVW�LOOHJDO�EXW�WKHQ�WROHUDWHG��JUHZ
DV�VWDWH�PDUNHWLQJ�EHJDQ�WR�FROODSVH��%\�������WKH�$QJRODQ�JRYHUQPHQW�ERXJKW�RQO\��
SHU�FHQW�RI�QDWLRQDO�PDL]H�RXWSXW��PRVWO\�IURP�LWV�RZQ�VWDWH�IDUPV��6RJJH�������������
3URGXFWLRQ� VOXPSHG� DQG� LQ� GHVSHUDWLRQ� JRYHUQPHQWV� HDVHG� FRQWUROV� DQG� HYHQWXDOO\
HPEDUNHG�RQ�OLEHUDOL]DWLRQ��7VFKLUOH\��HW�DO���������3ULYDWH�PDUNHWLQJ�LV�QRZ�YLJRURXV�LQ
0R]DPELTXH��,Q�$QJROD�LW�UHPDLQV�OLPLWHG�E\�UHVLGXDO�FRQWUROV��LQVHFXULW\��DQG�WKH�ORZ
OHYHO�RI�QDWLRQDO�RXWSXW�

������������������������������������������������
���+DQORQ� ������� UHFRPPHQGV� =LPEDEZH
V� JUDLQ�PDUNHWLQJ� ERDUG� �*0%�� DV� D�PRGHO� IRU� UHYLWDOL]LQJ
0R]DPELTXH
V�VWDWH�PDUNHWLQJ��%XW�ZKLOH�*0%�KDV�QRW�VXIIHUHG�IURP�WKH�JURVV�GHILFLHQFLHV�RI�PDQ\�RWKHU
VWDWH�PDUNHWLQJ�ERDUGV�LQ�$IULFD��LWV�DFWLYLWLHV�DUH�RQO\�ZHDNO\�WDUJHWHG�WR�WKH�SRRU��0R]DPELTXH�GRHV�QRW
KDYH�WKH�ILVFDO�UHVRXUFHV�WR�ILQDQFH�WKH�FUHDWLRQ�RI�D�*0%��=LPEDEZH�KDV�QRZ�FRPPHUFLDOL]HG�*0%�WR
UHGXFH� WKH� ILVFDO� VXEVLG\� DQG� LW� FRPSHWHV� LQ� WKH� PDUNHW� ZLWK� FRPPHUFLDO� WUDGHUV� �$GGLVRQ� DQG� 6WDFN�
������
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7KLV�LV�QRW�WKH�SODFH�IRU�D�FRPSUHKHQVLYH�DQDO\VLV�RI�DJULFXOWXUDO�PDUNHWLQJ�LQ�$IULFD���
5DWKHU��ZH�KLJKOLJKW�ILYH�NH\�LVVXHV�

���� ,I� SULYDWH� WUDGH� LV� FRPSHWLWLYH� WKHQ� LQWHU�UHJLRQDO� SULFH� DUELWUDJH� RFFXUV� DQG� LQWUD�
VHDVRQDO�SULFH�LQVWDELOLW\�IDOOV��SURYLGHG�WKDW�WUDGHUV�LQYHVW�LQ�VWRUDJH���ERWK�ZLOO�EHQHILW
SRRU�UXUDO�KRXVHKROGV��ZKR�DUH�W\SLFDOO\�IRRG�GHILFLW��HVSHFLDOO\�WKH�FDVH�DPRQJ�IHPDOH�
KHDGHG� KRXVHKROGV� ZLWKRXW� UHPLWWDQFH� LQFRPH��� 'HUFRQ� ������� ILQGV� JUHDWHU� PDUNHW
LQWHJUDWLRQ� LQ� (WKLRSLD
V� PDUNHWV�� )LQDQFLDO� UHIRUP� FDQ� UDLVH� SULYDWH� LQYHVWPHQW� E\
SURYLGLQJ�HDVLHU�DFFHVV�WR�FDSLWDO�

���� %XW� LQHYLWDEO\� PDUNHWV� ZLOO� GHYHORS� XQHYHQO\�� 3ULYDWH� WUDGHUV� ZLOO� LQLWLDOO\
FRQFHQWUDWH� RQ� VXSSO\LQJ� WKH� FLWLHV�� WKHVH� WUDGH� URXWHV� KDYH� WKH� EHVW� WUDQVSRUW
LQIUDVWUXFWXUH�DQG�DUH�WKH�PRVW�VHFXUH�IURP�EDQGLWU\�DQG�ODQG�PLQHV��7KHUH�DUH�QRZ��IRU
H[DPSOH��VWURQJ�WUDGH�OLQNV�EHWZHHQ�FHQWUDO�DQG�VRXWKHUQ�0R]DPELTXH��ZKHUH�0DSXWR
LV� ORFDWHG���/LQNDJHV� WR� WKH�QRUWK� DUH� VWLOO� IUDJPHQWHG� GXH� WR� SRRU� URDG� LQIUDVWUXFWXUH�
7UDQVSRUW�LV�WKH�PDMRU�FRVW��LW�DFFRXQWV�IRU����SHU�FHQW�RI�WKH�UHYHQXHV�RI�0R]DPELTXH
V
SULYDWH�WUDGHUV��5RDG�UHFRQVWUXFWLRQ�UHGXFHV�HQWU\�FRVWV�WR�SULYDWH�WUDQVSRUW�LQYHVWPHQW�

����7KH� UHJXODWRU\� HQYLURQPHQW� UHPDLQV� D�PDMRU� FRQVWUDLQW��(QWU\� WR� WUDGLQJ� KDV� EHHQ
GLVFRXUDJHG� E\� DG� KRF� UHJXODWLRQ�� DQG� WKH� H[WUDFWLRQ� RI� EULEHV� E\� ORFDO� RIILFLDOV
�HVSHFLDOO\� LQ�$QJROD��� ,Q�0R]DPELTXH�� D� EXVLQHVV� OLFHQVH� FRVWV� �������� D� ODUJH� VXP
JLYHQ�WKH�VL]H�RI�PRVW�EXVLQHVVHV�

����7KH�SUREOHPV�RI� UHPRWH�UHJLRQV�IDU� IURP�PDMRU�PDUNHWV� UHPDLQ�XUJHQW�� WKH\�RIWHQ
IDFH�WKH�KLJKHVW�IRRG�SULFHV��XQOHVV� WKH\�DUH�VHOI�VXIILFLHQW��DQG�FDVK�FURSSLQJ�PD\�EH
XQSURILWDEOH��7KHLU�SRYHUW\�LV�RIWHQ�GHHS��,Q�$IULFD��WKH�SDQ�WHUULWRULDO�SULFHV�DVVRFLDWHG
ZLWK�VWDWH�PDUNHWLQJ�XVXDOO\�SURYLGH�DQ�LPSOLFLW�VXEVLG\�WR�UHPRWHU�UHJLRQV��DOWKRXJK�LQ
875�FRXQWULHV�WKLV�ZDV�RIIVHW�E\�WKH�KLJK�OHYHO�RI�SURGXFHU�WD[DWLRQ�

7KHVH� UHJLRQV� DUH� WKH� OHDVW� SURILWDEOH� IRU� SULYDWH� WUDGH�� DQG� PRQRSVRQ\� UDWKHU� WKDQ
FRPSHWLWLRQ�OHDGV�WR�ORZ�SURGXFHU�SULFHV�DQG�KLJK�IRRG�DQG�LQSXW�SULFHV��:KHQ�UDLQIDOO
LV� JRRG�� DQG� QDWLRQDO� RXWSXW� KLJK�� WUDGHUV� PD\� EH� DEOH� WR� VRXUFH� WKHLU� PDLQ� PDUNHWV
HQWLUHO\� IURP� KLJK� SRWHQWLDO� DUHDV�� DQG� UHPRWH� VHOOHUV� PD\� KDYH� IHZ� EX\HUV�� 7KHVH
UHJLRQV� VKRXOG�EH�SULRULWL]HG� IRU� URDG� LQYHVWPHQW� WR� VWLPXODWH�SULYDWH� WUDGH��+RZHYHU�
GLIILFXOWLHV�ZLOO� VWLOO� UHPDLQ� LI� WKH� UHPRWH� UHJLRQ�KDV� ORZ�DJULFXOWXUDO�SRWHQWLDO�� LQ� WKLV
FDVH�RWKHU�PHDQV�IRU�SRYHUW\�UHGXFWLRQ�PXVW�EH�DFFHOHUDWHG�

����7KHUH�LV�PXFK�VFRSH�IRU�FRPPXQLW\�EDVHG�SURMHFWV�WR��IRU�H[DPSOH��KHOS�KRXVHKROGV
FROODERUDWH�WRJHWKHU�WR�WUDQVSRUW�FURSV�LQ�EXON�WR�PDMRU�UHJLRQDO�PDUNHWV�DQG�WR�SURYLGH
WKHP�ZLWK� VWDQGDUGL]HG�ZHLJKWV� DQG�PHDVXUHV� WR� DYRLG� FKHDWLQJ� E\� SULYDWH� WUDGHUV�� ,Q
WKLV�ZD\��FRPPXQLWLHV�FDQ�JHW�EHWWHU�SULFHV�IRU�WKHLU�FURSV��ORZHU�SULFHV�IRU�WKHLU�LQSXWV�
DQG�FDQ�WKHPVHOYHV�HQWHU�ORFDO�WUDGH�

������������������������������������������������
���,QVWHDG�VHH�-D\QH�DQG�-RQHV��������DQG�6HSSlOl��������
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����7KH�QHZ�VWDWH�DJHQGD

$� FULWLFDO� WDVN� LV� WR� FRQVWUXFW� D� GHYHORSPHQWDO� VWDWH�� 7KLV� LV� D� VHW� RI� GHPRFUDWLFDOO\
DFFRXQWDEOH�LQVWLWXWLRQV�FDSDEOH�RI�HIIHFWLYH�SROLF\�GHVLJQ�DQG�LPSOHPHQWDWLRQ��7KH�QHZ
VWDWH� DJHQGD� LV� FRPSDUHG� WR� WKH� ROG� DJHQGD� LQ�%R[� ��� 7KH� QHZ� DJHQGD� LV� DPELWLRXV�
FRQWURYHUVLDO��DQG�UHVRXUFH�LQWHQVLYH�

&LYLO� VHUYLFH� UHIRUP� LV� RQH� RI� WKH� PRVW� LPSRUWDQW� WDVNV�� 6LQFH� LQGHSHQGHQFH�� SXEOLF
HPSOR\PHQW� KDV� H[SDQGHG� UDSLGO\� DFURVV� $IULFD�� DQG� DFFRXQWV� IRU� HVSHFLDOO\� ODUJH
VKDUHV�RI� IRUPDO�HPSOR\PHQW� LQ�SRVW�FRQIOLFW�FRXQWULHV�ZKHUH�SULYDWH�HPSOR\PHQW�KDV
FROODSVHG��,Q�$QJROD��IRU�H[DPSOH��WKH�SXEOLF�VHFWRU�DFFRXQWV�IRU����SHU�FHQW�RI�IRUPDO
HPSOR\PHQW�� 8VXDOO\� WKH� FLYLO� VHUYLFH� LV� XQGHUSDLG� �WKH� DYHUDJH� VWDWH� ZDJH� LQ
*XLQHD�%LVVDX�LV�OHVV�WKDQ�KDOI�WKDW�RI�D�KRWHO�ZDLWHU��DQG�ORZ�PRUDOH�UHGXFHV�WKH�TXDOLW\
RI�SXEOLF�VHUYLFHV�

,Q�VRPH�FRXQWULHV��VWDII�DUH�QRZ�EHLQJ�UHWUHQFKHG��FLYLO�VHUYLFH�UHIRUPV�DLP�WR�LPSURYH
WKH� TXDOLW\� RI� VHUYLFHV� �LQ� SDUW� E\� UDLVLQJ� SD\��� DQG� WR� FDUYH� RXW� VDYLQJV� IRU� XVH
HOVHZKHUH��SDUWLFXODUO\�WR�VWUHQJWKHQ�EDVLF�VRFLDO�VHUYLFHV��(ULWUHD��IRU�LQVWDQFH��UHGXFHG
LWV�SXEOLF�ZRUNIRUFH�E\�RQH�WKLUG�VKRUWO\�DIWHU�LQGHSHQGHQFH��RQH�RI�$IULFD
V�PRVW�UDSLG
DQG� FRPSUHKHQVLYH� UHWUHQFKPHQWV�� DQG� GRXEOHG� WKH� SD\� RI� VRPH� LWV� HPSOR\HHV� �,0)�
����D��

&LYLO�VHUYLFH�UHIRUP�\LHOGV�VDYLQJV��EXW�LW�LV�QRW�D�SDQDFHD�IRU�EXGJHWDU\�FULVLV��5DLVLQJ
FLYLO� VHUYLFH� ZDJHV� WR� PDUNHW� OHYHOV� �WR� UHWDLQ� NH\� VWDII� DQG� UDLVH� HIILFLHQF\�� LV
H[SHQVLYH�� 7KH� SURIHVVLRQDO� ODERXU� PDUNHW� LQ� SRVW�FRQIOLFW� FRXQWULHV� LV� WKLQ�� DQG� WKH
VWDWH�PXVW�FRPSHWH�ZLWK�DLG�GRQRUV�DQG�D�UHYLWDOL]HG�SULYDWH�VHFWRU�IRU�VFDUFH�VNLOOV�

/LPLWHG�SXEOLF� UHYHQXHV�ZLOO� UHTXLUH�QHZ� LQQRYDWLRQV��0R]DPELTXH�� IRU� H[DPSOH�� SXW
RXW�LWV�FXVWRPV�VHUYLFH�WR�FRPSHWLWLYH�FRQWUDFW��DQG�WKH�QHZO\�UHRUJDQL]HG�VHUYLFH�PXVW
PHHW� KLJKHU� UHYHQXH� WDUJHWV�� 6XFK� D� UDGLFDO� UHFDVWLQJ� RI� VWDWH� RSHUDWLRQV� DSSHDOV� WR
SURSRQHQWV�RI� WKH� 
PLQLPDO� VWDWH
��%XW�RYHUKDXOLQJ�EXGJHWDU\� LQVWLWXWLRQV� DQG�SODQQLQJ
V\VWHPV�� UHJLRQDO� GHFHQWUDOL]DWLRQ�� DQG� GHOLYHULQJ� EDVLF� VRFLDO� VHUYLFHV� �� WR� QDPH� MXVW
WKUHH�FULWLFDO� WDVNV���ZLOO�EH�UHVRXUFH�DQG�VNLOO� LQWHQVLYH��7KXV�� WKH�QHZ�GHYHORSPHQWDO
VWDWH�ZLOO�HYHQWXDOO\�ORRN�YHU\�GLIIHUHQW�WR�WKH�ROG�VWDWH��EXW�LW�LV�XQOLNHO\�WR�DEVRUE�IHZHU
UHVRXUFHV�

5HQW�VHHNLQJ�LV�D�UHDO�GDQJHU�DQG�LQWHUYHQWLRQV�KDYH�RIWHQ�HQULFKHG�HOLWHV�E\�WD[LQJ�WKH
SRRU�� $QG� HYHU\� GROODU� ZDVWHG� RQ� XQQHFHVVDU\� EXUHDXFUDF\� LV� D� GROODU� OHVV� IRU
UHFRQVWUXFWLRQ�DQG�SRYHUW\�UHGXFWLRQ��7KHUHIRUH��WKH�RQXV�LV�RQ�GHPRFUDWLF�JRYHUQPHQWV
WR�SURYH�WKDW�WKH\�SURYLGH�YDOXH�IRU�PRQH\�WR�FRPPXQLWLHV�DQG�HQWUHSUHQHXUV�
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BOX 5
THE STATE: OLD AND NEW AGENDAS

OLD AGENDA

Political and state organization
�� one party, centralized states
�� property rights vested in the state, politicized

judiciary
�� large predatory military
�� state media

State owned enterprises
�� loss-making SOEs in production, commerce

and utilities

�� state financial system, directed and politicized
credit allocation

Budgeting and planning
�� weak budgetary and planning process;

budget overruns, capital spending not
matched by recurrent spending, O and M
crises

�� non-transparent budgeting and planning,
weak financial control, expenditures and
revenues off budget, debts incurred outside
normal Treasury procedures

Public administration
�� centralized public administration

�� large civil service, favouritism in hiring

�� underpaid and demotivated state employees:
narrow salary range, real wage decline

�� over-complex bureaucratic rules and
regulations linked to corruption.

Tax and customs authorities
�� weak and corrupted tax and customs

authorities

Central bank
�� weak voice in macro-policy decisions relative

to government and political leadership
�� politicized financial regulation

Government statistical service
�� weak capacity to collect social and economic

data, culture of data secrecy

NEW AGENDA

�� multi-party, decentralized states
�� private property and human rights protected

within an independent legal framework
�� professional military
�� independent media

�� privatization, commercialization, foreign and
domestic purchase of equity; regulatory
system for privatized SOEs

�� privatization or commercial banks permitted to
operate alongside state banks

�� tight budgetary and planning process to
coordinate sector plans/budgets to overall
development strategy, and focus public
money on core expenditures

�� greater transparency: accountability to new
legislatures, all expenditures and revenues
brought within the budgetary framework; strict
debt reporting procedures

�� decentralized public administration to match
political decentralization

�� smaller scale and more professional civil
service, elimination of ’ghost workers’

�� public wages commensurate with private
sector; real wages increased

�� straightforward and clearly understandable
system fairly applied

�� restructured tax and customs authorities,
customs service put out to private contract

�� increased autonomy

�� strong powers to regulate and supervise the
financial system

�� investment to ensure regular data collection
for policy making
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����2YHUFRPLQJ�WKH�ILVFDO�FULVLV

7KH�QHZ�VWDWH�DJHQGD�ZLOO�UHPDLQ�D�ZLVK�OLVW�XQOHVV�LW�LV�SURSHUO\�ILQDQFHG��ZKLFK�LW�LV
QRW� SUHVHQW��5HFRQVWUXFWLRQ� H[SHQGLWXUHV� DUH� KLJK�� UHYHQXHV� DUH� ORZ� �ZDU� UHGXFHG� WD[
EDVHV��DQG�GLVWRUWHG��RYHU�GHSHQGHQFH�RQ�WUDGH�WD[HV���&RXQWULHV�DUH�VHYHUHO\�LQGHEWHG�
DOPRVW� DOO� $IULFD
V� FRQIOLFW�SRVW�FRQIOLFW� FRXQWULHV� DUH� FODVVLILHG� DV� 
+HDYLO\� ,QGHEWHG
3RRU�&RXQWULHV
�

������7KH�
SHDFH�GLYLGHQG


'HPRELOL]DWLRQ� DQG� WKH� FUHDWLRQ� RI� D� VPDOOHU� DQG� SURIHVVLRQDO� PLOLWDU\� DUH� ERWK
H[SHQVLYH��%DGO\�SDLG�DUPLHV� W\SLFDOO\� OLYH�RII� WKH� ODQG�GXULQJ� FRQIOLFW�� FLYLOLDQV�EHDU
PXFK�RI�WKHLU�FRVW��D�
WD[
�ZKLFK�LV�DOVR�KLJKO\�UHJUHVVLYH��7KH�SRVW�ZDU�VWDWH�PXVW�WDNH
RYHU�WKHVH�FRVWV��RWKHUZLVH�WKH\�UHPDLQ�DV�D�EXUGHQ�RQ�FRPPXQLW\�UHFRQVWUXFWLRQ��7KLV�
DQG� WKH� RWKHU� FRVWV� RI�ZDU�WR�SHDFH� WUDQVLWLRQ�� DEVRUE� FRQVLGHUDEOH� DPRXQWV� RI� SXEOLF
PRQH\��WKHUHE\�OLPLWLQJ�WKH�VL]H�RI�WKH�ILVFDO�SHDFH�GLYLGHQG�LQ�WKH�LPPHGLDWH�SRVW�ZDU
\HDUV��$]DP�HW�DO��������%HYDQ��������

,Q�(ULWUHD�� IRU� H[DPSOH�� JRYHUQPHQW� LQFXUUHG� ODUJH� RQH�RII� H[WUDRUGLQDU\� H[SHQGLWXUHV
RQ�GHPRELOL]DWLRQ��UHLQWHJUDWLRQ��EDFN�SD\�WR�H[�FRPEDWDQWV��DQG�SD\PHQWV�WR� 
PDUW\UV

IDPLOLHV
�ZKR�VXIIHUHG�FDVXDOWLHV�LQ�WKH�ZDU��7KHVH�H[SHQGLWXUHV�SHDNHG�DW�����SHU�FHQW
RI�*'3�LQ�������DQG�SD\PHQWV�WR�PDUW\UV
� IDPLOLHV�DORQH�DFFRXQWHG�IRU����SHU�FHQW�RI
WRWDO� UHFXUUHQW� H[SHQGLWXUHV�� (VWDEOLVKLQJ� D� QHZ� SHDFH�WLPH� GHIHQFH� IRUFH� ZDV� DOVR
H[SHQVLYH��WKH�VDODU\�FRVWV�RI�WKLV�DPRXQWHG�WR�����SHU�FHQW�RI�*'3�LQ�������LQFOXGLQJ
LQFUHDVHG�SD\�IRU�WKH�DUPHG�IRUFHV��,0)������D�����

1HYHUWKHOHVV�� VRPH� FRXQWULHV� KDYH� H[SHULHQFHG� D� ILVFDO� SHDFH� GLYLGHQG�� ,Q� WKH� WKUHH
\HDUV�SULRU� WR�WKH�HQG�RI� WKH�ZDU�� WKH�(WKLRSLDQ�JRYHUQPHQW�VSHQW�RQ�DYHUDJH������SHU
FHQW�RI�WRWDO�FXUUHQW�H[SHQGLWXUHV�RQ�GHIHQFH��ZKLOH�VRFLDO�VSHQGLQJ�DFFRXQWHG�IRU����SHU
FHQW�� ,Q� WKH� ILUVW� WKUHH� \HDUV� RI� SHDFH� WKH� GHIHQFH� VKDUH� IHOO� WR� ����� SHU� FHQW�� DQG� WKH
VRFLDO�H[SHQGLWXUH�VKDUH�URVH�WR������SHU�FHQW��&ROOHWWD��HW�DO������������

%XW�WKH�VL]H�RI�WKH�SHDFH�GLYLGHQG�LV�OLPLWHG�LI�LQVHFXULW\�UHPDLQV�KLJK�DIWHU�WKH�IRUPDO
HQG�RI�ZDU��$]DP��HW�DO��������� ,Q�VRPH�FDVHV��SHDFH�KDV�EHHQ�WHPSRUDU\�DQG�FRQIOLFW
KDV� WDNHQ�QHZ�IRUPV� ��$QJROD�PD\�EH� LQ� WKLV� VLWXDWLRQ�QRZ��3HDFH� LV� DQ� LQWHUQDWLRQDO
SXEOLF�JRRG��VHFXULQJ�LW�ZLOO�SHUPLW�UHVRXUFHV�WR�EH�UHGHSOR\HG�WR�VRFLDO�QHHG�

7UDJLFDOO\�� DQ� DUF� RI� FRQIOLFW� DQG� LQVWDELOLW\� SUHVHQWO\� H[WHQGV� IURP� VRXWKHUQ� 6XGDQ�
6RPDOLD�DQG�WKH�+RUQ�GRZQ�WKURXJK�WKH�*UHDW�/DNHV�UHJLRQ�DQG�LQWR�'5&��&RQJR�DQG
$QJROD��7KH�LQWHUQDWLRQDO�FRPPXQLW\
V�HIIRUWV�WR�NHHS�WKH�SHDFH�DUH�QRW�VHHQ�DV�FUHGLEOH�
ZLWQHVV�WKH�GLVDVWURXV�LQWHUYHQWLRQV�LQ�WKH�*UHDW�/DNHV�UHJLRQ�DQG�6RPDOLD�WRJHWKHU�ZLWK
WKH�XQGHU�IXQGLQJ�RI�81�SHDFH�NHHSLQJ�RSHUDWLRQV��$QG�WKH�UHJLRQDO�SRZHUV�LQ�$IULFD
DUH�GLVSOD\LQJ�D�ZRUU\LQJ�FRPSHWLWLYHQHVV��DV� WKH�UHFHQW�HYHQWV� LQ�'5&�VKRZ��+HUEVW�
������

7KLV�LQVHFXULW\�NHHSV�PLOLWDU\�EXGJHWV�KLJK�DFURVV�$IULFD��(ULWUHD�DQG�(WKLRSLD�KDYH�QRZ
HPEDUNHG�RQ�D�SRWHQWLDOO\�FDODPLWRXV�SDWK�ZKLFK�WKUHDWHQV�WR�GHUDLO�SODQV�WR�UDLVH�VRFLDO
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VSHQGLQJ����8QWLO�SHDFH�LV�VHFXUHG�LQ�$IULFD��PLOLWDU\�H[SHQGLWXUHV�ZLOO�FRQWLQXH�WR�WDNH
D�ODUJH�VOLFH�RXW�RI�WKH�UHJLRQ
V�SXEOLF�VSHQGLQJ�

������%XGJHWDU\�LQVWLWXWLRQV

7KHVH�DUH�ZHDN�DW�PRELOL]LQJ�UHYHQXH�DQG�DOORFDWLQJ�LW�WR�SULRULWLHV��SDUWLFXODUO\�SRYHUW\
UHGXFWLRQ�� 3ODQQLQJ� V\VWHPV� SURGXFH�ZLVK� OLVWV�� XVH� LQFUHPHQWDO� EXGJHWLQJ� UXOHV�� DQG
KDUG�FKRLFHV�DERXW�UHVRXUFH�DOORFDWLRQ�DUH�DYRLGHG��)RVWHU�DQG�0HURWWR���������7KLV� LV
FRPSRXQGHG�E\�RII�EXGJHW�GRQRU�SURMHFWV�ZKLFK�VLSKRQ�UHFXUUHQW�VSHQGLQJ�DZD\�IURP
FRUH� SURJUDPPHV� �:X\WV�� ������� 7KHUH� LV� DOVR� D�PLVPDWFK� EHWZHHQ� VHFWRU� EXGJHWLQJ
DQG� WKH� PDFUR�HFRQRPLF� IUDPHZRUN�� SDUWLFXODUO\� WKH� VHWWLQJ� RI� WDUJHWV� IRU� WKH� ILVFDO
GHILFLW��&RQVHTXHQWO\�� FDSLWDO� LQYHVWPHQWV� DUH�PDGH�ZLWKRXW� VXIILFLHQW� UHFXUUHQW� IXQGV
�OHDGLQJ� WR� VFKRROV� ZLWKRXW� ERRNV� HWF���� 7KHVH� SUREOHPV� DUH� FRPPRQ� WR� ORZ�LQFRPH
FRXQWULHV�� EXW� WKH\� DUH� SDUWLFXODUO\� DFXWH� LQ� SRVW�FRQIOLFW� HFRQRPLHV�� JLYHQ� WKHLU
GHSUHVVHG� VWDUWLQJ� SRLQWV�� 0RYHPHQW� WR� D� VHFWRU� LQYHVWPHQW� DSSURDFK� �� WR� GUDZ� DOO
FRQWULEXWLRQV� WR� D� VHFWRU
V� ILQDQFH� LQWR� D� FRPPRQ� IUDPHZRUN� �� DUH� DQ� LPSRUWDQW� VWHS
IRUZDUG��0R]DPELTXH
V�KHDOWK�VHFWRU�LV�DQ�H[DPSOH��0DUVKDOO�������������

������1RQ�WUDQVSDUHQF\

,PSURSHU� XVH� RI� SXEOLF� IXQGV� LV� KLJKO\� FRUUHODWHG� ZLWK� D� FRXQWU\
V� YXOQHUDELOLW\� WR
FRQIOLFW��6RPDOLD�LV�DQ�H[DPSOH��WKH�EXGJHW�ZDV�NHSW�XQFOHDU�WR�VLSKRQ�RII�SXEOLF�PRQH\
DQG�DLG�
����WKH�VWUXFWXUH�RI�WKH�EXGJHW�RI�6RPDOLD�UHQGHUV�LW�HVVHQWLDOO\�XVHOHVV�DV�D�WRRO
IRU� DQDO\]LQJ� JRYHUQPHQW� H[SHQGLWXUHV
� FRPPHQWHG� D�:RUOG�%DQN�SXEOLF� H[SHQGLWXUH
UHYLHZ� VKRUWO\� EHIRUH� WKH� FLYLO� ZDU� �:RUOG� %DQN�� ����� FLWHG� LQ� &RROLGJH� DQG� 5RVH�
$FNHUPDQ���������'RQRUV��DOWKRXJK�DZDUH�RI�WKH�SUREOHP��PDLQWDLQHG�DLG�IORZV�GHVSLWH
FOHDU� HYLGHQFH� RI� FRUUXSWLRQ� DQG� D� JURZLQJ� FRQWHVW� IRU� DLG� ZKLFK� FRQWULEXWHG� WR� WKH
HYHQWXDO�FRQIOLFW��0DUHQ��������

1RQ�WUDQVSDUHQF\�LV�SDUWLFXODUO\�SUREOHPDWLF�LQ�FRXQWULHV�ULFK�LQ�QDWXUDO�UHVRXUFHV��ZLWK
WKH� H[FHSWLRQ� RI� %RWVZDQD� ZKLFK� KDV� VXFFHVVIXOO\� XVHG� LWV� PLQHUDO� UHQWV� WR� IXQG
GHYHORSPHQW��,Q�RLO�ULFK�$QJROD��&RQJR��DQG�(TXDWRULDO�*XLQHD��RLO�UHYHQXHV�DUH�ODUJHO\
NHSW� RXWVLGH� WKH� VWDWH� EXGJHW�� DQG� WKHLU� XVH� LV� XQFOHDU���� 7KH� PDLQ� VWLFNLQJ� SRLQW� LQ
$QJROD
V�UHODWLRQV�ZLWK�WKH�,0)�LV�DFFRXQWLQJ�IRU�WKH�XVH�RI�WKH�RLO�UHYHQXHV�DFFUXLQJ�WR
6RQDQJRO�� WKH� VWDWH� RLO� FRPSDQ\��2LO� UHYHQXH� ILQDQFHV� DERXW� ��� SHU� FHQW� RI� $QJROD
V
VWDWH�EXGJHW��:RUOG�%DQN��������

������'HEW�UHOLHI

&RQIOLFW� FRXQWULHV� KDYH� EXLOW� XS� FRQVLGHUDEOH� GHEWV� ZKLFK� WKH\� DUH� XQDEOH� WR� IXOO\
VHUYLFH� IURP� PHDJUH� H[SRUW� HDUQLQJV� �.LOOLFN�� ����E��� ,Q� PRVW� 875� FRXQWULHV� WKH
SUREOHP� LV�RQH�RI�RIILFLDO� GHEW� �VHH�%R[�����+RZHYHU��$QJROD� �DQG�&RQJR�� DOVR�KDYH

������������������������������������������������
��� ,Q� WKH���������(WKLRSLDQ�*RYHUQPHQW�EXGJHW� DQQRXQFHG� LQ� -XQH������� VRPH�����PQ�ELUU� KDV� EHHQ
DOORFDWHG� WR�GHIHQFH������PQ� IRU� WKH� VRFLDO� VHFWRUV�� DQG�����PQ� IRU� HFRQRPLF�GHYHORSPHQW��7KH�SULPH
PLQLVWHU� FRPPHQWHG� DW� WKH� WLPH� WKDW� WKH� GHIHQFH� EXGJHW� LV� PDUJLQDOO\� ODUJHU� WKDQ� ����� UHIOHFWLQJ� WKH
ERUGHU�FRQIOLFW� �6RXUFH��$IULFD�5HVHDUFK�%XOOHWLQ��9RO������1R�����S���������� ,W� LV� WR�EH�KRSHG� WKDW� WKLV
UHPDLQV�WKH�FDVH��DQG�WKDW�PLOLWDU\�VSHQGLQJ�FDQ�EH�FXW�DJDLQ�

���,Q�$QJROD�� WKH�RYHUYDOXHG�H[FKDQJH�UDWH�LV�DOVR�XVHG�WR�FDOFXODWH�WKH�GRPHVWLF�FXUUHQF\�YDOXH�RI� WKH
GROODU�RLO�HDUQLQJV��ZKLFK�ORZHUV�WKH�YDOXH�RI�WKH�WUDQVIHU�WR�WKH�VWDWH�WUHDVXU\�
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BOX 6
THE DEBT PROBLEM

There are 40 ’Heavily Indebted Poor Countries’. With the exception of Eritrea, a new nation, all
UTR countries are classified as HIPCs by the World Bank. HIPC debt consists mostly of long
term debt to official creditors, although Angola has a substantial commercial debt problem.

The net present value of the debt-to-exports ratio is a key indicator of an economy’s ability to
service its debt over the medium to long run. The World Bank estimates that if the ratio exceeds
200 per cent then full-debt service is impossible even in the long run; exports would have to grow
at an unachievable compound rate. Before the recent announcements of debt reduction
measures, the median ratio for the HIPC group was 438 per cent. Mozambique’s ratio was 1,020
per cent (the highest ratio for any HIPC undertaking economic reform). This reflects the collapse
of the agricultural export base and the aid inflow after 1986. Conflict’s effect is shown by
comparing Mozambique with Tanzania, a low income HIPC which did not undergo conflict, and
whose ratio is 634 per cent. Mozambique owes $ 1.44 bn. In comparison, Uganda, another post
conflict country (but not in the UTR category), owes $ 347 mn.

HIPCs pursuing reform continue to receive large positive aid transfers on concessional terms,
and therefore do not face a ’cash flow’ problem (a foreign-exchange constraint on their imports)
despite their debt servicing. But a large debt overhang does reduce the incentive to reform since
creditors receive most of every export dollar earned if full repayment is made. The associated
uncertainty discourages domestic private investors (who fear higher taxation to service public
foreign debt) and foreign investment (which fears macro-economic instability and the effect of
debt servicing on profit repatriation). Debt service accounts for a significant share of public
expenditures, thereby reducing the sums available for social and infrastructure investments.
Constant debt renegotiations place further demands on state capacity.

Over the last five years, bilateral debt has been retrospectively converted into grants, thereby
enabling HIPCs to fully service their multilateral debts. The HIPC initiative aims to rationalize the
process, and to cut the multilateral debt burden. In early 1998 Mozambique and Uganda
received some modest relief under the HIPC initiative.

The successful completion of two ESAFs (i.e. sustained adjustment for six years) is required, a
condition which only Uganda has so far met. Guinea-Bissau is becoming eligible, but the
suspension of Ethiopia’s ESAF in 1997 has delayed its eligibility. The Bank and the Fund are
now reconsidering this requirement, which is unduly restrictive given the position from which
economies, especially post-conflict, start. Somalia’s debts remain on the books of the donors,
and a complete write-off must be considered.

Under new proposals, launched in mid 1998, Mozambique will get new relief amounting to a 57
per cent reduction in the present value of its debt, with a completion date of mid 1999, to achieve
a debt/export target of 200 per cent. But one new problem has arisen; the Asian and Russian
crises will cut the value of Africa’s commodity exports this year (and the South African economy,
a major market, is slowing down as interest rates rise to defend the rand against speculative
attack). Thus, the new round of debt relief is unlikely, ex post, to achieve the 200 per cent target.
Further debt relief is therefore called for.
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ODUJH�FRPPHUFLDO�GHEWV�UDLVHG�RQ�WKH�VHFXULW\�RI�WKHLU�RLO�ZHDOWK��*LYHQ�WKH�FRXQWU\�ULVN
LQYROYHG��WKHVH�DUH�PRVWO\�RQ�KLJKO\�XQIDYRXUDEOH�WHUPV��VKRUW�SHULRGV�DQG�KLJK�LQWHUHVW
UDWHV��� %RUURZLQJ� WR� EX\� DUPV� KDV� PRUWJDJHG� DZD\� D� VXEVWDQWLDO� DPRXQW� RI� WKHVH
FRXQWULHV
�H[SRUW�HDUQLQJV��WKXV�UHGXFLQJ�WKHLU�DYDLODELOLW\�WR�ILQDQFH�UHFRQVWUXFWLRQ���

$� NH\� SULRULW\� LV� WR� VKLIW� VSHQGLQJ� RQ� GHEW� VHUYLFH� LQWR� FRUH� VRFLDO� H[SHQGLWXUHV
�$GGLVRQ�� ����E��� 7KRVH� RSSRVLQJ� ZULWLQJ� RII� RIILFLDO� GHEWV� DUJXH� WKDW� WKHUH� LV� QR
JXDUDQWHH�WKDW�UHVRXUFHV�ZLOO�EH�UHGHSOR\HG�WR�VRFLDO�UHFRYHU\��7KLV�LV�D�IXUWKHU�UHDVRQ�WR
EXLOG�D�GHPRFUDWLFDOO\�DFFRXQWDEOH�VWDWH��D�PHDVXUH�WKDW�FDQ�DOVR�SUHYHQW�WKH�UHFXUUHQFH
RI�XQVXVWDLQDEOH�GHEW�DFFXPXODWLRQ���5HVSRQVLEOH�JRYHUQPHQWV�DUH�WU\LQJ�WR�VLJQDO�WKHLU
FRPPLWPHQW��8JDQGD�� IRU�H[DPSOH��KDV�XQLODWHUDOO\� ULQJ�IHQFHG�GHEW� UHOLHI� IRU�SRYHUW\
UHGXFWLRQ� WKURXJK� SULPDU\� HGXFDWLRQ� DQG� EDVLF� KHDOWK� VHUYLFHV�� DQG� ZLOO� RSHQ� LWV
DFFRXQWV�WR�SURYH�WKDW�WKH�FRPPLWPHQW�LV�PHW��6XFK�FRPPLWPHQW�GHVHUYHV�PRUH�GRQRU
VXSSRUW�

����7KH�ILVFDO�IUDPHZRUN

,Q�VXPPDU\��UHFRQVWUXFWLRQ�H[SHQGLWXUHV�DUH�ODUJH�DQG�WKH�WD[�EDVH�LV�ORZ��$V�D�UHVXOW�
WKH�ILVFDO�GHILFLW�EHIRUH�JUDQWV�LV�YHU\�KLJK�LQ�SRVW�FRQIOLFW�FRXQWULHV��LW�ZDV�EHWZHHQ���
DQG����SHU�FHQW�RI�*'3�LQ�0R]DPELTXH�LQ����������&RQVHTXHQWO\��WKHVH�FRXQWULHV�DUH
YHU\�GHSHQGHQW�RQ�SURJUDPPH�DLG�IRU�EXGJHW�ILQDQFH��:KLWH���������0R]DPELTXH�KDV
UHFHLYHG����EQ�LQ�DLG�VLQFH�������VHH�7DEOH�����,WV�ILVFDO�GHILFLW�DIWHU�JUDQWV�KDV�UDQJHG
EHWZHHQ���DQG����SHU�FHQW�RI�*'3�VLQFH�WKH�ZDU
V�HQG�

(ULWUHD�ZDV� LQLWLDOO\� FDXWLRXV� LQ� DFFHSWLQJ� DLG�� EXW� LW� LV� QRZ�PRUH� DLG� GHSHQGHQW� WKDQ
(WKLRSLD��VHH�7DEOH�������'HVSLWH� WKH�DLG� LQIORZ�� LWV� ILVFDO�GHILFLW� LQFOXGLQJ�JUDQWV�VWLOO
DPRXQWHG�WR����DQG����SHU�FHQW�RI�*'3�LQ������DQG������UHVSHFWLYHO\��D�ULVH�IURP���SHU
FHQW� LQ� ��������� UHIOHFWLQJ� WKH� DFFHOHUDWLRQ� RI� UHFRQVWUXFWLRQ� H[SHQGLWXUHV� DQG� ZDU�
UHODWHG�H[WUDRUGLQDU\�H[SHQGLWXUHV��,0)������D�����

%HIRUH�HFRQRPLF�UHIRUP��FRXQWULHV�ILQDQFHG�WKHLU�ODUJH�ILVFDO�GHILFLWV�E\�ERUURZLQJ�IURP
WKH�VWDWH�ILQDQFLDO�V\VWHP�DW�ORZ��DGPLQLVWHUHG��LQWHUHVW�UDWHV���WKHUHE\�FURZGLQJ�RXW�WKH
SULYDWH� VHFWRU� �� DQG� E\�PRQHWL]LQJ� WKH� UHPDLQLQJ� �XQIXQGHG�� GHILFLW�� WKHUHE\� FUHDWLQJ
KLJK� LQIODWLRQ� �VWLOO� WKH� VLWXDWLRQ� LQ� $QJROD��� 7RJHWKHU� ZLWK� H[WHUQDO� WHUPV� RI� WUDGH
VKRFNV�WKLV�UHGXFHG�JURZWK�E\�FDXVLQJ�PDFUR�HFRQRPLF�LQVWDELOLW\�

������������������������������������������������
���7KH�DPRXQWV�DQG�WHUPV�RI�ERUURZLQJ�DJDLQVW�RLO�DUH�XQNQRZQ�VLQFH�WKH�GHDOV�DUH�FRQGXFWHG�RXWVLGH�WKH
IUDPHZRUN�RI�QRUPDO�ILQDQFLDO�UHSRUWLQJ��7KLV�LV�D�IXUWKHU�VWLFNLQJ�SRLQW�LQ�QHJRWLDWLRQV�ZLWK�WKH�,0)�

���%UHDNDZD\�6RPDOLODQG��ZKLFK�LV�QRW�DQ�LQWHUQDWLRQDOO\�UHFRJQL]HG�VWDWH�DQG�ZKLFK�WKHUHIRUH�UHFHLYHV
YHU\�OLWWOH�DLG��LOOXVWUDWHV�WKH�ILVFDO�SUREOHPV�RI�WU\LQJ�WR�UHFRQVWUXFW�ZLWKRXW�DLG��([SRUW�WD[HV��SULQFLSDOO\
OLYHVWRFN� H[SRUWV�� DQG� WKH� OLPLWHG� VHLJQRUDJH� IURP� WKH� LVVXH� RI� WKH� �ZHDN�� FXUUHQF\� ILQDQFH� SXEOLF
H[SHQGLWXUHV�� 6HFXULW\� DQG� JHQHUDO� DGPLQLVWUDWLRQ� H[SHQGLWXUHV� DFFRXQWHG� IRU� ��� SHU� FHQW� RI� WKH

*RYHUQPHQW
� RI� 6RPDOLODQG
V� WRWDO� EXGJHWHG� H[SHQGLWXUHV� LQ� ������ OHDYLQJ� OLWWOH� IRU� VRFLDO� DQG
GHYHORSPHQW�H[SHQGLWXUHV��6RXUFH��$IULFD�5HVHDUFK�%XOOHWLQ��9RO������1R�����S���������
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TABLE 3
AID INFLOWS FOR SELECTED CONFLICT, POST-CONFLICT

AND NON-CONFLICT COUNTRIES

Total Net Official Development Assistance (ODA) Received, 1996
(net disbursements)

US $ millions As % of 1995 GNP Per Capita (US $)
Angola 544 19.4 51
Eritrea 157 22.8 44
Ethiopia 849 14.6 15
Guinea-Bissau 180 72.9 168
Mozambique 923 72.2 57
Sierra Leone 195 24.1 46
Uganda 684 12.0 36
Average for UNDP
 Low Human
 Development Group -- 3.3 11
Non-Conflict
Comparison Countries
Ghana 654 10.8 38
Tanzania 894 23.2 30
Zimbabwe 374 6.0 34

Source: UNDP (1998) Human Development Report, 1998. New York: Oxford University Press
for the United Nations Development Programme.

������7KH�ILVFDO�GHILFLW

7KH� ,0)� W\SLFDOO\� UHTXLUHV� D� UHFLSLHQW� RI� LWV� (6$)� OHQGLQJ� WR� FXW� WKH� SULPDU\� GHILFLW
�H[SHQGLWXUHV� H[FOXGLQJ� GHEW� VHUYLFH� PLQXV� WD[HV�� DQG� HYHQWXDOO\� DFKLHYH� D� SULPDU\
VXUSOXV���� 7KLV� DOVR� LPSOLHV� D� FXW� LQ� WKH� GHILFLW� EHIRUH� JUDQWV� VR� DV� WR� UHGXFH� WKH
FURZGLQJ� RXW� RI� SULYDWH� LQYHVWPHQW� LQ� GRPHVWLF� ILQDQFLDO� PDUNHWV� DQG� WR� HQG� KLJK
LQIODWLRQ�

1RERG\� VHULRXVO\� TXHVWLRQV� WKH� SULQFLSOH� RI� ILVFDO� SUXGHQFH�� %XW� IRU� FRXQWULHV� ZKLFK
KDYH�GHPRQVWUDWHG� D� FRPPLWPHQW� WR� UHVWRULQJ� WKH�SXEOLF� ILQDQFHV�� LW� LV� OLNHO\� WKDW� WKH
,0)
V� ILVFDO� SROLF\� FRQGLWLRQDOLW\� LV� WRR� WLJKW�� DQG� WKHUHIRUH� DQ� LPSHGLPHQW� WR
UHFRQVWUXFWLRQ�VLQFH� LW�XQGXO\� OLPLWV�SXEOLF� LQYHVWPHQW�DQG� WKH�ILQDQFLQJ�RI�DVVRFLDWHG
UHFXUUHQW�FRVWV��&HUWDLQO\�PDQ\�LQ�WKH�GRQRU�FRPPXQLW\�DUH�FULWLFDO�RI�WKLV�DVSHFW�RI�,0)
FRQGLWLRQDOLW\�� )RU� H[DPSOH�� -RVHSK� 6WLJOLW]� �WKH� FKLHI� HFRQRPLVW� RI� WKH�:RUOG�%DQN�
FRQFOXGHV�LQ�D�UHFHQW�DQG�WKLQO\�GLVJXLVHG�FULWLTXH�RI�WKH�,0)�SRVLWLRQ�WKDW�


)RU�WKH�ODVW�VHYHUDO�\HDUV�(WKLRSLD�KDV�UXQ�D�GHILFLW�RI�DERXW���SHU�FHQW�RI
*'3�� 6RPH� RXWVLGH� SROLF\� DGYLVHUV� ZRXOG� OLNH� (WKLRSLD� WR� ORZHU� LWV
GHILFLW��2WKHUV� KDYH� DUJXHG� WKDW� WKH� GHILFLW� LV� ILQDQFHG� E\� D� VWHDG\� DQG
SUHGLFWDEOH� LQIORZ� RI� KLJKO\� FRQFHVVLRQDO� IRUHLJQ� DVVLVWDQFH�� ZKLFK� LV
GULYHQ�QRW�E\�WKH�QHFHVVLW\�RI�ILOOLQJ�D�EXGJHW�JDS�EXW�E\�WKH�DYDLODELOLW\

������������������������������������������������
���7KH�(QKDQFHG�6WUXFWXUDO�$GMXVWPHQW�)DFLOLW\��(6$)��LV�WKH�)XQG
V�PRVW�LPSRUWDQW�LQVWUXPHQW�IRU�ORZ�
LQFRPH�FRXQWULHV��$EHG���������3RVW�FRQIOLFW�FRXQWULHV�ZKLFK�FXUUHQWO\�KDYH�(6$)�DUUDQJHPHQWV�LQ�SODFH
LQFOXGH��&RQJR��VXVSHQGHG���(WKLRSLD��VXVSHQGHG���0R]DPELTXH��DQG�8JDQGD�
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RI�KLJK�UHWXUQV�WR�LQYHVWPHQW��8QGHU�WKHVH�FLUFXPVWDQFHV�±�DQG�JLYHQ�WKH
KLJK� UHWXUQV� WR�JRYHUQPHQW� LQYHVWPHQW� LQ� VXFK�FUXFLDO� DUHDV� DV�SULPDU\
HGXFDWLRQ� DQG� SK\VLFDO� LQIUDVWUXFWXUH� �HVSHFLDOO\� URDGV� DQG� HQHUJ\�� ±� LW
PD\�PDNH�VHQVH� IRU� WKH�JRYHUQPHQW� WR� WUHDW� IRUHLJQ� DLG� DV� D� OHJLWLPDWH
VRXUFH� RI� UHYHQXH�� MXVW� OLNH� WD[HV�� DQG� EDODQFH� WKH� EXGJHW� LQFOXVLYH� RI
IRUHLJQ�DLG
��6WLJOLW]������������

,Q�HIIHFW�PDQ\�LQYHVWPHQW�SURMHFWV�ZLWK�KLJK�VRFLDO�UHWXUQV�PD\�EH�OHIW�RQ�WKH�VKHOI�LI�WKH
ILVFDO�GHILFLW�EHIRUH�JUDQWV�LV�VHYHUHO\�FXW��LQ�ZKLFK�FDVH�WKHUH�LV�D�EDVLF�LQFRPSDWLELOLW\
EHWZHHQ�WKH�ILVFDO�DVSHFW�RI�UHIRUP���ZKHQ�LW�LQYROYHV�DQ�RYHU�WLJKW�ILVFDO�GHILFLW�WDUJHW��
DQG� WKH� UHFRQVWUXFWLRQ� REMHFWLYH�� 0RUHRYHU�� LI� WZR� SURMHFWV� DUH� FRPSOHPHQWDU\� �IRU
H[DPSOH�� D� EDVLF� KHDOWK� FDUH� SURMHFW� DQG� D� SULPDU\� HGXFDWLRQ� SURMHFW��� EXW� WKH� EXGJHW
FRQVWUDLQW� SHUPLWV� RQO\� RQH� LQYHVWPHQW�� WKHQ� WKH� VRFLDO� UDWH� RI� UHWXUQ� IRU� WKH� VLQJOH
SURMHFW�LV�ORZHU����7KLV�LPSOLHV�ERWK�ORZHU�JURZWK�DQG�VORZHU�VRFLDO�UHFRYHU\�

6WDUWLQJ�IURP�D�SRLQW�RI�ORZ�SRVW�ZDU�LQYHVWPHQW��DQG�SURYLGHG�WKDW�VRXQG�LQYHVWPHQWV
DUH�FKRVHQ��WKHLU�UHDOL]HG�UHWXUQV�VKRXOG�H[FHHG�WKH�FRVW�RI�FRQFHVVLRQDO�ERUURZLQJ��7KH
WD[�EDVH� ULVHV�ZLWK�JURZWK�� DQG�PRUH� UHYHQXH� FDQ�EH�PRELOL]HG� DV� LQYHVWPHQWV� LQ� WD[
LQVWLWXWLRQV� WDNH� HIIHFW�� %XGJHW� EDODQFH� �RU� VXUSOXV�� EHIRUH� JUDQWV� LQ� IXWXUH� \HDUV� FDQ
WKHQ�RIIVHW�D�KLJK�ILVFDO�GHILFLW�LQ�WKH�HDUO\�\HDUV�RI�UHFRQVWUXFWLRQ��7R�SXW�LQ�SODFH�VXFK
D�ORQJHU�WHUP�ILVFDO�IUDPHZRUN�ZH�QHHG�WR�PRYH�EH\RQG�WKH�UHVWULFWLYH�ILYH�\HDU�WHUP�RI
WKH�(6$)� LQVWUXPHQW��%XW�RI�FRXUVH�� VXFK�D� ORQJHU�WLPH� IUDPHZRUN�ZLOO�RQO\�ZRUN� LQ
FRXQWULHV� FRPPLWWHG� WR� ILVFDO� UHVSRQVLELOLW\�� DQG� LQ�ZKLFK� DSSURSULDWH� LQVWLWXWLRQV� DUH
EHLQJ�EXLOW�

7KH� ,0)
V� ILQDQFLDO�SURJUDPPLQJ� IUDPHZRUN� LV� ODUJHO\� D� VHW� RI� DFFRXQWLQJ� LGHQWLWLHV
UDWKHU�WKDQ�D�WUXH�IRUHFDVWLQJ�PRGHO��7DUS���������,W�LV�WKHUHIRUH�YHU\�OLPLWHG�DV�D�PHDQV
IRU�GHYLVLQJ�D�ILVFDO�IUDPHZRUN�IRU�UHFRQVWUXFWLQJ�HFRQRPLHV�ZKHQ�PXFK�RI� WKH�IXWXUH
ILVFDO� SRVLWLRQ� ZLOO� EH� GULYHQ� E\� WKH� UDWH� RI� UHWXUQ� RQ� SRVW�ZDU� LQYHVWPHQW� DQG� WKH
UHFRYHU\�RI�WKH�WD[�EDVH��L�H��G\QDPLF�HIIHFWV���8QIRUWXQDWHO\��ZH�GR�QRW�KDYH�DQ\WKLQJ
EHWWHU��DQG�EXLOGLQJ�SROLF\�PRGHOV�WKDW�FDSWXUH�WKHVH�G\QDPLF�HIIHFWV��DQG�FROOHFWLQJ�WKH
GDWD�IRU�WKHP��LV�DQ�HVVHQWLDO�WHFKQLFDO�LQSXW�LQWR�LPSURYLQJ�ILVFDO�SROLF\�

������$LG�ILQDQFLQJ

7KH�DUJXPHQW�RYHU�ZKHWKHU�WKH�,0)
V�ILVFDO�FRQGLWLRQDOLW\�LV�WRR�WLJKW�SDUWO\�GHSHQGV�RQ
RXU�YLHZ�RI�DLG��DQG�LWV�WUHQG��)RVWHU�DQG�7KRPDV���������7KH�,0)
V�ILVFDO�FDXWLRQ�DULVHV
LQ�SDUW�RXW�RI� LWV�YLHZ�WKDW� WRWDO�DLG� LV� LQ� ORQJ�WHUP�GHFOLQH�DQG� WKHUHIRUH�DLG�ILQDQFHG
H[SHQGLWXUHV�PD\�QRW�EH�VXVWDLQDEOH��$LG�IORZV�FDQ�DOVR�FDXVH�LQVWDELOLW\�LQ�JRYHUQPHQW
H[SHQGLWXUHV��IRU�H[DPSOH�ZKHQ�GRQRUV�IDLO�WR�GLVEXUVH�DIWHU�FRPPLWPHQW�����7KH�,0)
WKHUHIRUH� DGYLVHV� JRYHUQPHQWV� WR� HYHQWXDOO\� WU\� DQG� PDWFK� WKHLU� UHFXUUHQW� UHYHQXH
�ZKLFK� H[FOXGHV� WKH� RQH�RII� SURFHHGV� RI� SULYDWL]DWLRQ�� WR� WKHLU� UHFXUUHQW� H[SHQGLWXUH�

������������������������������������������������
���7KHUH�LV�FRQVLGHUDEOH�HYLGHQFH�WKDW�VRFLDO�VHFWRU�SURMHFWV�DUH�FRPSOHPHQWV�WR�HDFK�RWKHU���IRU�LQVWDQFH
LPSURYLQJ�IHPDOH�HGXFDWLRQ�UDLVHV�WKH�HIIHFWLYHQHVV�RI�KHDOWK�FDUH�VHUYLFHV�EHFDXVH�ZRPHQ�DUH�WKH�PDLQ
KHDOWK�FDUH�SURYLGHUV�LQ�WKH�KRXVHKROG�

���,Q�DQ�LQGHSHQGHQW�VWXG\��*HPPHOO�DQG�0F*LOOLYUD\��������ILQG�WKDW�DLG�LV�D�UHODWLYHO\�XQVWDEOH�IRUP�RI
JRYHUQPHQW�ILQDQFH�
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$Q\�DLG�VKRUWIDOO�ZLOO�WKHUHIRUH�UHGXFH�SXEOLF�LQYHVWPHQW��DQG�WKHUHIRUH�JURZWK���EXW�QRW
UHFXUUHQW�VSHQGLQJ�DQG�FRUH�VWDWH�IXQFWLRQV���

,V� WKH� ,0)� EHLQJ� WRR� SHVVLPLVWLF� DERXW� DLG"� ,V� DLG� WR� SRVW�FRQIOLFW� FRXQWULHV� VXFK� DV
(WKLRSLD� DQG� 0R]DPELTXH� VWHDG\� DQG� SUHGLFWDEOH"� &HUWDLQO\� DLG� LV� LQ� GHFOLQH� LQ
DJJUHJDWH�� $LG� WR� 66$� IHOO� IURP� ������ EQ� LQ� ����� WR� ������ EQ� LQ� ������ %XW� DLG� WR
FRXQWULHV� ZKLFK� DUH� FRPPLWWHG� WR� UHIRUP� DQG� SRYHUW\� UHGXFWLRQ� PD\� QHYHUWKHOHVV
LQFUHDVH��)RVWHU�DQG�0HURWWR�������GLVFXVV�WKH�LPSOLFDWLRQV���,QGHHG��WKH�UHFHQW�H[WHUQDO
HYDOXDWLRQ�RI�(6$)�E\�D�JURXS�RI�LQGHSHQGHQW�H[SHUWV��,0)������������SRLQWV�RXW�WKDW
DLG� IORZV� WR� WKHVH� FRXQWULHV� DUH� OLNHO\� WR� ULVH�� EHFDXVH� GRQRUV�ZLOO� LQFUHDVLQJO\� IRFXV
WKHLU�DLG�RQ�FRXQWULHV�ZLWK�D�FRQGXFLYH�SROLF\�HQYLURQPHQW��DLG�LV�RQO\�HIIHFWLYH�ZKHQ
WKLV� LV� WKH� FDVH�� VHH�%XUQVLGH� DQG�'ROODU�� ���������2QFH� D� WDUJHW� IRU� WKH� ILVFDO� GHILFLW
EHIRUH�JUDQWV�LV�VHW��DQ\�LQFUHDVH�LQ�GRQRU�DLG�PXVW�LQ�HIIHFW�EH�VDYHG�UDWKHU�WKDQ�VSHQW
E\�JRYHUQPHQW��WKLV�LPSOLHV�WKH�UHGXFWLRQ�RI�GRPHVWLF�SXEOLF�GHEW�UDWKHU�WKDQ�VSHQGLQJ
WKH�DLG�RQ�EXLOGLQJ�VFKRROV��RU�RWKHU�UHFRQVWUXFWLRQ�QHHGV�

$W�WLPHV�WKLV�KDV�OHG�WR�FULWLFLVP�RI�WKH�,0)�E\�ELODWHUDO�GRQRUV��WKHLU�SDUOLDPHQWV�YRWH
DLG�IRU�LW�WR�EH�VSHQW�RQ�VFKRROV�DQG�FOLQLFV��QRW�WR�EH�VDYHG�LQ�WKH�UHFLSLHQW
V�DFFRXQWV�
0R]DPELTXH�LV�DQ�H[DPSOH�RI�GRQRU�GLVTXLHW��0R]DPELTXH
V�ILVFDO�GHILFLW�EHIRUH�JUDQWV
ZDV�UHGXFHG�IURP������SHU�FHQW�RI�*'3�LQ������WR������SHU�FHQW�LQ�������WKH�\HDU�DIWHU
WKH�HQG�RI�WKH�ZDU��0R]DPELTXH�DOVR�PDQDJHG�WR�UHGXFH�LQIODWLRQ�IURP�����SHU�FHQW�DW
WKH�VWDUW�RI�WKH�����V�WR�XQGHU����SHU�FHQW�DW�WKH�ZDU
V�HQG��DV�PRQHWL]DWLRQ�RI�WKH�GHILFLW
ZDV�UHGXFHG�DQG�DV�RXWSXW�VWDUWHG�WR�UHFRYHU��VHH�8ELGH���������7R�PDQ\�REVHUYHUV�WKLV
UDQNV� DV� JRRG� SHUIRUPDQFH� IRU� D� FRXQWU\� MXVW� FRPLQJ� RXW� RI� ��� \HDUV� RI� FLYLO� ZDU
�$GGLVRQ�DQG�GH�6RXVD���������,QIODWLRQ�LV�QRZ�MXVW���SHU�FHQW�

,QFUHDVHG�DLG� IORZV� LQ� WKH� UXQ�XS� WR� WKH������HOHFWLRQV� UHGXFHG� WKH� ILVFDO� GHILFLW� DIWHU
JUDQWV�IURP������SHU�FHQW�RI�*'3�LQ������WR�����SHU�FHQW�LQ�������%XW�WKH�ILVFDO�GHILFLW
EHIRUH�JUDQWV�URVH�DJDLQ�WR������SHU�FHQW�LQ�����������SHU�FHQW�DIWHU�JUDQWV��UHIOHFWLQJ�D
VXUJH� LQ� UHFXUUHQW� VSHQGLQJ�PDWFKLQJ� WKH� LQFUHDVH� LQ� DLG�ILQDQFHG�FDSLWDO� VSHQGLQJ�� DV
ZHOO�DV� VSHQGLQJ�RQ� UHVHWWOHPHQW�� GHPRELOL]DWLRQ� DQG� WKH� HOHFWLRQV�� ,Q������� WKH� ,0)�
GLVVDWLVILHG� ZLWK� ILVFDO� SROLF\�� WKUHDWHQHG� WR� VXVSHQG� OHQGLQJ��0DQ\� GRQRUV� SURWHVWHG
WKDW�WKH�,0)
V�ILVFDO�GHILFLW�WDUJHW�ZDV�WRR�KDUVK�DQG�WKDW�LW�ZRXOG�VWDOO�DLG�GLVEXUVHPHQWV
LI� WKH� JRYHUQPHQW� FRXOG� QRW� PDWFK� DLG�ILQDQFHG� FDSLWDO� H[SHQGLWXUHV� ZLWK� UHFXUUHQW
IXQGLQJ��+DQORQ���������7KH�,0)�IRU�LWV�SDUW��VHHPV�WR�EH�PRUH�FDXWLRXV�WKDQ�ELODWHUDO

������������������������������������������������
���*LYHQ�WKHLU�OLPLWHG�DFFHVV�WR�LQWHUQDWLRQDO�FRPPHUFLDO�ERUURZLQJ�DQG�WKHLU�WKLQ�GRPHVWLF�GHEW�PDUNHWV�
66$�FRXQWULHV�DUH�XQDEOH� WR�XVH�ILVFDO�SROLF\� LQ� WKH�QRUPDO�ZD\� �� WR� VPRRWK�FRQVXPSWLRQ�RYHU� WLPH�E\
ERUURZLQJ�WR�ILQDQFH�YDULDWLRQV�LQ�WKH�ILVFDO�GHILFLW�DFURVV�WKH�EXVLQHVV�F\FOH��)LHOGLQJ��������ILQGV�D�FORVH
FRUUHODWLRQ� EHWZHHQ� FXUUHQW� JRYHUQPHQW� UHYHQXH� DQG� FXUUHQW� H[SHQGLWXUH� IRU� D� VDPSOH� RI� ��� 66$
FRXQWULHV�IRU�WKH�SHULRG����������+HQFH�WKH�ORZ�LQFRPH�FRXQWULHV�RI�66$�DUH�VXEMHFW�WR�D�GHJUHH�RI�ILVFDO
LQIOH[LELOLW\�ZKLFK�ZRXOG�EH�XQDFFHSWDEOH�LQ�WKH�FRQGXFW�RI�ILVFDO�SROLF\�LQ�GHYHORSHG�FRXQWULHV�

���%XW�SHUKDSV�ZH�DUH�WRR�RSWLPLVWLF�DERXW�WKH�ZD\�WKH�ZRUOG�ZRUNV��$OHVLQD�DQG�'ROODU�����������ILQG
WKDW�FURVV�VHFWLRQ�GLIIHUHQFHV�LQ�WKH�DPRXQW�RI�DLG�UHFHLYHG�E\�FRXQWULHV�DUH�GRPLQDWHG�E\�SROLWLFDO�IDFWRUV
VXFK�DV�FRORQLDO�OLQNV�DQG�VWUDWHJLF�DOOLDQFHV��7KHLU�WLPH�VHULHV�HYLGHQFH�VKRZV�WKDW�DW�WKH�PDUJLQ�FKDQJHV
LQ�DLG�IORZV�WHQG�WR�UHZDUG�GHPRFUDWL]DWLRQ�DQG�HFRQRPLF�UHIRUP��$�W\SLFDO�GHPRFUDWL]LQJ�FRXQWU\�JHWV�D
���SHU�FHQW�LQFUHDVH�LQ�DLG��%XW�WKH�SDWWHUQ�RI�DLG�GLVWULEXWLRQ�DW�DQ\�SRLQW�LQ�WLPH�LV�GRPLQDWHG�E\�SROLWLFDO
IDFWRUV�
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GRQRUV� DQG� WKH�:RUOG� %DQN� DERXW� WKH� DELOLW\� RI� FRXQWULHV� WR� DEVRUE� DLG� �WR� WUDQVODWH
IXQGLQJ�LQWR�DFWXDO�LQIUDVWUXFWXUH����

0RUH� DWWHQWLRQ� PXVW� JLYHQ� WR� LQFRUSRUDWLQJ� UHDOLVWLF� H[SHQGLWXUH� HVWLPDWHV� LQWR� WKH
PDFUR�HFRQRPLF�IUDPHZRUN�DQG�WR�ORRNLQJ�DJDLQ�DW�WKH�GLYLVLRQ�RI�UHVSRQVLELOLWLHV�DQG
FRRUGLQDWLRQ� EHWZHHQ� WKH� UHVSHFWLYH� DJHQFLHV�� 8QWLO� WKLV� LV� GRQH� WKH� DJHQGD� RI� ILVFDO
UHIRUP�ZLOO�RQO\�PDWFK� LPSHUIHFWO\� WKH�DJHQGD�RI� UHFRQVWUXFWLRQ��7KH� FXUUHQW�SRVLWLRQ
LPSRVHV�FRVWV�RQ�ERWK�GRQRUV�DQG�FRXQWULHV�

%HIRUH�OHDYLQJ�WKLV�FULWLFDO�LVVXH�HQWLUHO\��ZH�PXVW�EULHIO\�PDNH�WKUHH�ILQDO�SRLQWV�

������7D[DWLRQ

$�WLJKW� ILVFDO�GHILFLW� WDUJHW� LPSOLHV�KLJKHU� WD[DWLRQ��8QWLO� LQYHVWPHQW� LQ� LPSURYLQJ� WD[
LQVWLWXWLRQV� WDNHV� HIIHFW�� WKLV� LPSOLHV� JUHDWHU� WD[DWLRQ� RI� WKH� H[LVWLQJ� WD[� EDVH� XVLQJ
H[LVWLQJ� WD[� LQVWUXPHQWV� �ZKLFK� DUH� RIWHQ� GLVWRUWLRQDU\� DQG� UHJUHVVLYH��� WKHUHE\
GLVFRXUDJLQJ� SULYDWH� LQYHVWPHQW� DQG� VORZLQJ� UHFRQVWUXFWLRQ�� 7KLV� SUREOHP� RIWHQ
PDQLIHVWV� LWVHOI� LQ� WKH� FRQWLQXDWLRQ� RI� KLJK� WUDGH� WD[HV� ZKHQ�� IURP� DQ� HIILFLHQF\� DQG
ZHOIDUH�SHUVSHFWLYH��LW�LV�GHVLUDEOH�WR�UHGXFH�DQG�UDWLRQDOL]H�WKHP��8JDQGD�LV�DPRQJ�WKH
FRXQWULHV�H[SHULHQFLQJ�WKLV�SUREOHP��VHH�,0)������������

������,PSURYLQJ�EXGJHWLQJ

$� YHU\� WLJKW� ILVFDO� GHILFLW� WDUJHW� HQFRXUDJHV� JRYHUQPHQWV� WR� NHHS� H[SHQGLWXUHV� RII
EXGJHW��DQG�LQ�SUDFWLFH�ELODWHUDO�GRQRUV�PD\�FROOXGH�LQ�WKLV�LI�WKH\�GHFLGH�WKDW�WKH�,0)
WDUJHW�LV�RYHU�WLJKW���7KLV�XQGHUPLQHV�EXGJHWDU\�PDQDJHPHQW��DQG�WKHUHE\�WKH�IRFXV�RI
SXEOLF� PRQH\� RQ� FRUH� H[SHQGLWXUHV�� 7KHUH� LV� FRQVLGHUDEOH� HYLGHQFH�� IURP� ERWK
GHYHORSLQJ�DQG�GHYHORSHG�FRXQWULHV��WKDW�RYHU�ULJLG�ILVFDO�UXOHV�DFW�DV�D�GLVLQFHQWLYH�WR
LQYHVWPHQWV�LQ�LPSURYLQJ�EXGJHWDU\�LQVWLWXWLRQV��VHH��IRU�LQVWDQFH��$OHVVLQD�DQG�3HURWWL�
�������7KLV�KDV�EHHQ�D�SUREOHP�LQ�0R]DPELTXH��GRQRU�SURMHFWV�KDYH�SUROLIHUDWHG�DQG�LW
LV�YHU\�GLIILFXOW�WR�REWDLQ�D�FOHDU�SLFWXUH�RI�ZKDW�LV�VSHQW��ZKHUH�LW�LV�VSHQW��DQG�E\�ZKRP
LW�LV�VSHQW��JRYHUQPHQW��GRQRU��1*2����VHH�:X\WV��������

������'HPRFUDWL]DWLRQ

'HPRFUDWL]DWLRQ� �� SUHSDULQJ� FRQVWLWXWLRQV� DQG� RUJDQL]LQJ� HOHFWLRQV� �� LV� GHPDQGLQJ� RI
UHVRXUFHV�� 7KHVH� GHPDQGV� FRPSHWH�ZLWK� WKRVH� RI� HFRQRPLF� UHFRQVWUXFWLRQ��0RUHRYHU
GHPRFUDWL]DWLRQ�UHTXLUHV�SROLWLFDO�DQG�DGPLQLVWUDWLYH�GHFHQWUDOL]DWLRQ�ZKLFK�FRPSOLFDWHV
EXGJHWDU\� UHIRUP��)RU� H[DPSOH�� WKH� FRQVWUXFWLRQ�RI�(WKLRSLD
V� IHGHUDO� V\VWHP� LQYROYHV
WKH� FUHDWLRQ� RI� PDWFKLQJ� EXGJHWDU\� SURFHVVHV� WR� DOORFDWH� SRZHUV� DQG� UHVSRQVLELOLWLHV
EHWZHHQ� WKH� FHQWUH� DQG� UHJLRQV�� 7KH� LQYHVWPHQW� FRVWV� LQYROYHG� LQ� FUHDWLQJ� WKHVH
LQVWLWXWLRQV�DUH�JUHDWHU� WKDQ� WKRVH� LQ�QRQ�IHGHUDO� VWDWHV�EXW� DUH�QHFHVVDU\� WR� VHFXUH� WKH
SROLWLFDO�VHWWOHPHQW��7KH�FUHDWLRQ�RI�D�GHFHQWUDOL]HG�DGPLQLVWUDWLRQ�LQ�0R]DPELTXH�DOVR
WDNHV�WLPH�DQG�UHVRXUFHV��7KHUH�LV�SRWHQWLDOO\�DQ�LQFRQVLVWHQF\�EHWZHHQ�YHU\�WLJKW�ILVFDO
IUDPHZRUNV� DQG� VXFFHVVIXO� GHPRFUDWL]DWLRQ� LI� GHFHQWUDOL]DWLRQ� FDQQRW� EH� SURSHUO\
IXQGHG�

������������������������������������������������
��� ,Q� (WKLRSLD� WKH� ,0)� VXVSHQGHG� (6$)� GLVEXUVHPHQW� LQ� ������ ZKLOH� WKH� :RUOG� %DQN� DQG� ELODWHUDO
GRQRUV�FRQWLQXHG�GLVEXUVHPHQW��7KLV� LQGLFDWHV� IXQGDPHQWDO�GLIIHUHQFHV� LQ� WKH�PDFUR�HFRQRPLF�YLHZV�RI
GRQRUV��D�KLJKO\�XQGHVLUDEOH�VWDWH�RI�DIIDLUV�
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6WDWH� VRFLDOLVP� LQ� $IULFD� ODVWHG� OHVV� WKDQ� D� GHFDGH�� EXW� LW� QHYHUWKHOHVV� KDG� SHUYDVLYH
HIIHFWV�� 7RJHWKHU� ZLWK� FRQIOLFW� LWV� OHJDF\� LV� FRQIXVLRQ� LQ� SURSHUW\� ULJKWV�� GLVWRUWHG
HFRQRPLHV��ZHDN�KXPDQ�FDSLWDO�DQG�IUDJLOH�LQVWLWXWLRQV��7KLV�SDSHU�KDV�RQO\�WRXFKHG�RQ
VRPH� DVSHFWV� RI� UHFRQVWUXFWLRQ� DQG� LWV� UHODWLRQVKLS� WR� HFRQRPLF� UHIRUP�� 7R� HQG�� ZH
PDNH�WKUHH�ILQDO�UHFRPPHQGDWLRQV��ZKLFK�UHODWH�WR�$IULFD�DV�D�ZKROH�

�� 'HFHQWUDOL]H�SROLWLFDO�DQG�HFRQRPLF�SRZHU

&HQWUDOLVDWLRQ� LV� WKH� PHDQV� E\� ZKLFK� SUHGDWRU\� VWDWHV� FKDQQHO� DVVHWV� DQG� UHVRXUFHV
WRZDUGV� WKHLU� UXOLQJ� HOLWHV��7KH� SROLWLFDO� DQG� HFRQRPLF� GLPHQVLRQV� RI� GHFHQWUDOLVDWLRQ
UXQ�DORQJVLGH�HDFK�RWKHU��DQG�LQWHUWZLQH��'HFHQWUDOLVDWLRQ�EULQJV�GHFLVLRQ�PDNLQJ�FORVHU
WR�WKRVH�PRVW�DIIHFWHG�E\�LW���D�NH\�LQJUHGLHQW�RI�GHPRFUDF\���DQG�RIIHUV� WKH�KRSH�WKDW
SROLWLFDO�SURFHVVHV�DQG�SROLF\�PDNLQJ�ZLOO�IRFXV�RQ�WKH�SRRU��%XW�GHFHQWUDOLVDWLRQ�LV�QR
SDQDFHD�� ORFDO� SROLWLFDO� SURFHVVHV� FDQ� EH� UXQ� WR� IDYRXU� ORFDO� HOLWHV�� /RFDO� GHPRFUDF\
QHHGV�DV�PXFK�LQVWLWXWLRQDO�LQYHVWPHQW�DV�QDWLRQDO�GHPRFUDF\�

7KH� QXPEHU� RI� VHFHVVLRQV� �� DWWHPSWHG� �VRXWKHUQ� 6XGDQ��� LQWHUQDWLRQDOO\� UHFRJQL]HG
�(ULWUHD��RU�GH�IDFWR��6RPDOLODQG����ZLOO�ULVH�LI�$IULFD
V�RYHU�FHQWUDOL]HG�VWDWHV�FRQWLQXH
WR� IDLO� WR�PHHW� ORFDO�QHHGV��6HFHVVLRQ�PD\� UHVROYH� WHQVLRQV�� DQG� SURYLGH� WKH� EDVLV� IRU
VWDUWLQJ� UHFRQVWUXFWLRQ�� %XW� LW� FDQ� DOVR� OHDG� WR� QHZ� WHQVLRQV�� IRU� H[DPSOH� RYHU� WKH
GLYLVLRQ� RI� DVVHWV� EHWZHHQ� VXFFHVVRU� VWDWHV� �� LQFOXGLQJ� QDWXUDO� UHVRXUFHV�� ZDWHU�� DQG
JHRJUDSKLFDO� DVVHWV� �FRDVWOLQHV� DQG� SRUWV�� �� DV�ZHOO� DV� WHQVLRQV� LQ� WUDGH� UHODWLRQV��7KH
ZDU�EHWZHHQ�(ULWUHD�DQG�(WKLRSLD�RIIHUV�D�WUDJLF�H[DPSOH�RI�WKLV�

�� 0LQLPL]H�PDFUR�HFRQRPLF�VKRFNV

&RXQWULHV�KDYH�YHU\�GLIIHUHQW�DELOLWLHV�WR�WROHUDWH�DGYHUVH�LQWHUQDO�DQG�H[WHUQDO�HFRQRPLF
VKRFNV��5RGULN��������VKRZV�WKDW�PDQ\�RI�WKH�VKDUSHVW�IDOOV�LQ�JURZWK�RFFXU�LQ�GLYLGHG
VRFLHWLHV��DV�PHDVXUHG�E\�LQFRPH�LQHTXDOLW\�DQG�HWKQLF�IUDJPHQWDWLRQ��IRU�H[DPSOH��ZLWK
ZHDN�LQVWLWXWLRQV�RI�FRQIOLFW�PDQDJHPHQW��WKH�UXOH�RI�ODZ��GHPRFUDF\��DQG�VDIHW\�QHWV��
7KLV�D�FRPSHOOLQJ�H[SODQDWLRQ�RI�ZK\�VLPLODU�VL]HG�VKRFNV��VXFK�DV�D�FRPPRGLW\�SULFH
IDOO� RU� D� GURXJKW�� FDQ� FDXVH� RQO\� WHPSRUDU\� UHFHVVLRQ� LQ� VRPH� FRXQWULHV� EXW� RXWULJKW
FROODSVH�LQ�RWKHUV��/RRNLQJ�DURXQG�$IULFD�ZH�FDQ�VHH���DIWHU�QHDUO\�WZR�GHFDGHV�RI�FULVLV
DQG�DGMXVWPHQW���FRQVLGHUDEOH�GLIIHUHQFHV�EHWZHHQ�VRFLHWLHV�LQ�WKHLU�DELOLW\�WR�ZLWKVWDQG
DGYHUVH�HYHQWV�

7ZR� FRQFOXVLRQV� IROORZ� IURP� WKLV�� )LUVW�� LQYHVWLQJ� LQ� GHPRFUDWLF� LQVWLWXWLRQV� DQG
GHHSHQLQJ� FLYLO� VRFLHW\� LV�� DVLGH� IURP� LWV� LQWULQVLF� PHULW�� JRRG� HFRQRPLFV� �� FRXQWULHV
FRSH� EHWWHU� ZLWK� HFRQRPLF� DGYHUVLW\�� 6HFRQG�� LQ� IUDJLOH� VRFLHWLHV� WKH� FRVWV� RI� JHWWLQJ
SROLF\�ZURQJ� �� GHOD\LQJ� UHIRUP� EXW� DOVR� HUURUV� LQ� GHVLJQLQJ� UHIRUP� LWVHOI� �� DUH�PXFK
KLJKHU� WKDQ� LQ� PRUH� VHFXUH� VRFLHWLHV�� 7KHUHIRUH�� DGYRFDWLQJ� GUDVWLF� PHGLFLQH� �� IDVW
ILQDQFLDO� OLEHUDOLVDWLRQ� IRU� H[DPSOH� �� FDUULHV� KLJKHU� ULVNV� LQ� IUDJLOH� VRFLHWLHV� �DV� GRHV
DYRLGLQJ�DQ\�UHIRUP�DW�DOO��



��

�� 3UHYHQW�FRQIOLFW�WKURXJK�EURDG�EDVHG�GHYHORSPHQW

6LQFH�WKH�VWDUW�RI�������WKH�RXWORRN�IRU�$IULFD�KDV�JURZQ�JULPPHU��6LJQV�RI�JURZWK�DQG
GHPRFUDWL]DWLRQ�KDYH� LQ�PDQ\�FDVHV�EHHQ�H[WLQJXLVKHG��2OG� FRQIOLFWV� FRQWLQXH� �6LHUUD
/HRQH�� 6RPDOLD� DQG� 6XGDQ�� RU� WKUHDWHQ� WR� UHVXPH� �$QJROD��� 7KH� *UHDW� /DNHV� UHJLRQ
UHPDLQV� KLJKO\� XQVWDEOH�� 7KH� QHZ�'5&� JRYHUQPHQW� KDV� ODUJHO\� IDLOHG� WR� WDNH� XS� WKH
FKDOOHQJH� RI� GHYHORSPHQW�� DQG� WKH�'5&
V� FULVLV� KDV� GUDZQ� LQ�PDMRU� UHJLRQDO� SRZHUV�
8QHDV\� SHDFH� UHLJQV� LQ� *XLQHD�%LVVDX� DQG� &RQJR�� 5HFRQVWUXFWLRQ� LQ� (ULWUHD� DQG
(WKLRSLD�KDV�EHHQ�VHW�EDFN�E\�\HDUV��2I�WKH�875�FRXQWULHV��RQO\�0R]DPELTXH�VHHPV�WR
EH�SURJUHVVLQJ�WRZDUGV�D�VHFXUH�IXWXUH�

7KH� KXPDQ�� HFRQRPLF�� DQG� ILQDQFLDO� FRVWV� RI� IDLOLQJ� WR� NHHS� WKH� SHDFH� LQ� $IULFD� DUH
LPPHQVH� QRW� RQO\� IRU� $IULFDQV� WKHPVHOYHV�� EXW� DOVR� IRU� WKH� 8QLWHG� 1DWLRQV� DQG� WKH
ZLGHU� LQWHUQDWLRQDO� FRPPXQLW\�� ,Q� ������ IRU� H[DPSOH�� WKH� 8QLWHG� 6WDWHV� *RYHUQPHQW
VSHQW�QHDUO\���EQ�RQ�
2SHUDWLRQ�5HVWRUH�+RSH
�LQ�6RPDOLD��DQ�DPRXQW�DOPRVW�WZLFH�WKDW
\HDU
V�ELODWHUDO�DLG�EXGJHW� IRU� WKH�$IULFDQ�FRQWLQHQW�� DQG� ILYH� WR� VL[� WLPHV�JUHDWHU� WKDQ
WRWDO�86�GHYHORSPHQW�DVVLVWDQFH�WR�6RPDOLD�IRU�WKUHH�GHFDGHV��:HLVV��������9HLW�HW�DO�
������ ���� 6RPH������� EQ�ZDV� EXGJHWHG� IRU� WKH� VXEVHTXHQW�81�RSHUDWLRQ� LQ� 6RPDOLD�
812620�,,��GH�:DDO��������������(PHUJHQF\�DVVLVWDQFH�LQ�5ZDQGD�ZDV�DW�OHDVW����EQ
LQ� ����� �DQG� SUREDEO\� PXFK� PRUH��� DPRXQWLQJ� WR� �� SHU� FHQW� RI� WRWDO� RYHUVHDV
GHYHORSPHQW�DVVLVWDQFH�WKDW�\HDU��:HLVV��������������)DLOLQJ�WR�SUHYHQW�FRQIOLFW�KDV�YHU\
KLJK�FRVWV�

%XW�� SUHYHQWLQJ� FRQIOLFW� E\� EURDG�EDVHG� DQG� GHPRFUDWLF� GHYHORSPHQW� UHTXLUHV� KDUG
FKRLFHV� RYHU� UHVRXUFH� DOORFDWLRQV� DQG� SXEOLF� SROLF\��1HYHUWKHOHVV�� WKHVH� FKRLFHV� DUH� D
JUHDW� GHDO� HDVLHU� WR� PDNH� WKDQ� WKRVH� LQYROYHG� LQ� HQGLQJ� D� FRQIOLFW� DQG� LQLWLDWLQJ
UHFRQVWUXFWLRQ��([� DQWH� DFWLRQ� �� JRRG� HFRQRPLF� SROLF\� �� LV� DOZD\V� EHWWHU� DQG� FKHDSHU
WKDQ�H[�SRVW�FULVLV�PDQDJHPHQW�
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$EGL��$���-��$QWRLQH��DQG�$��.KDQ��������
0DLQ�)LQGLQJV�RI�DQ�(GXFDWLRQ�6XUYH\�LQ�WKH
%DUL�$UHD�RI�6RPDOLD
��81'26�

$EHG��*HRUJH�7�� ������� 
)LVFDO�5HIRUPV� LQ�/RZ�LQFRPH�&RXQWULHV��([SHULHQFH� XQGHU
,0)�6XSSRUWHG�3URJUDPV
��:DVKLQJWRQ�'�&���,0)��2FFDVLRQDO�3DSHU�����

$GDP��+XVVHLQ�0��DQG�5LFKDUG�)RUG���HGV���������0HQGLQJ�5LSV�LQ�WKH�6N\��2SWLRQV�IRU
6RPDOL�&RPPXQLWLHV�LQ�WKH���VW�&HQWXU\��/DZUHQFHYLOOH��5HG�6HD�3UHVV�

$GGLVRQ��7RQ\���������
(YDOXDWLQJ�WKH�3RYHUW\�,PSDFW�RI�3URJUDPPH�$LG
��,'6�%XOOHWLQ�
����1R������2FWREHU���SS��������

$GGLVRQ��7RQ\������D��
3XEOLF�([SHQGLWXUHV�DQG�3RYHUW\
��2[IRUG��)RRG�6WXGLHV�*URXS�
,QWHUQDWLRQDO� 'HYHORSPHQW� &HQWUH�� 8QLYHUVLW\� RI� 2[IRUG� IRU� (FRQRPLF� 'HYHORSPHQW
,QVWLWXWH��:RUOG�%DQN��PLPHR�

$GGLVRQ�� 7RQ\� �����E�� 
'HEW� 6XVWDLQDELOLW\� DQG� +XPDQ� 'HYHORSPHQW
�� *HQHYD�
81&7$'��-DQXDU\�����

$GGLVRQ�� 7RQ\� DQG� &ODUD� GH� 6RXVD� ������� 
(FRQRPLF� 5HIRUP� DQG� (FRQRPLF
5HFRQVWUXFWLRQ� LQ� 0R]DPELTXH
�� LQ� 2OLYHU� 0RUULVVH\� DQG� 0DUN� 0F*LOOLYUD\� �HGV�
6WUXFWXUDO�$GMXVWPHQW�LQ�'HYHORSLQJ�&RXQWULHV��/RQGRQ��0DFPLOODQ�

$GGLVRQ�� 7RQ\� DQG�+HOHQD�5LEH� ������� 
5HGXFLQJ�5XUDO� 3RYHUW\� LQ� 6RXWKHUQ�$IULFD�
0HHWLQJ� WKH� &KDOOHQJH
�� :DVKLQJWRQ� '�&��� :RUOG� %DQN�� ,)$'�6$'&�:RUOG� %DQN
:RUNVKRS� RQ� $SSURDFKHV� WR� 5XUDO� 3RYHUW\� $OOHYLDWLRQ� LQ� 6$'&� &RXQWULHV�� &DSH
7RZQ��������)HEUXDU\������

$GGLVRQ��7RQ\�DQG�-DQH�6WDFN��������
7KH�/LEHUDOLVDWLRQ�RI�$JULFXOWXUDO�0DUNHWLQJ�DQG
5XUDO� +RXVHKROGV� LQ� =LPEDEZH
�� 'HSDUWPHQW� RI� (FRQRPLFV�� 8QLYHUVLW\� RI� :DUZLFN�
5HSRUW�WR�'),'����$SULO��

$JXLODU��5HQDWR� �������7KH�5ROH�RI�%LODWHUDO�'RQRUV�DQG� WKH� ,QWHUQDWLRQDO�)LQDQFLDO
,QVWLWXWLRQV�LQ�WKH�6WUXFWXUDO�$GMXVWPHQW�3URFHVV��$�6WXG\�%DVHG�RQ�WKH�([SHULHQFHV�RI
0R]DPELTXH��1LFDUDJXD��DQG�7DQ]DQLD��6WRFNKROP��6,'$�'HSDUWPHQW� IRU�3ROLF\� DQG
/HJDO�6HUYLFHV�

$JXLODU��5HQDWR�DQG�cVD�6WHQPDQ��������$QJROD�������+\SHULQIODWLRQ��&RQIXVLRQ��DQG
3ROLWLFDO�&ULVLV��6WRFNKROP��6,'$�0DFURHFRQRPLF�5HSRUW�

$OHVLQD�� $OEHUWR� ������� 
7KH� 3ROLWLFDO� (FRQRP\� RI� +LJK� DQG� /RZ� *URZWK
�� LQ� %RULV
3OHVNRYLF�DQG�-RVHSK�(��6WLJOLW]��HGV��$QQXDO�:RUOG�%DQN�&RQIHUHQFH�RQ�'HYHORSPHQW
(FRQRPLFV�������:DVKLQJWRQ�'�&���:RUOG�%DQN��SS����������

$OHVLQD��$OEHUWR�DQG�5REHUWR�3HURWWL��������
)LVFDO�'LVFLSOLQH�DQG�WKH�%XGJHW�3URFHVV
�
$PHULFDQ�(FRQRPLF�5HYLHZ��9RO������1R������0D\���SS����������

$OHVLQD�� $OEHUWR� DQG� (QULFR� 6SRODRUH� ������� 
2QH� WKH� 1XPEHU� DQG� 6L]H� RI� 1DWLRQV
�
4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��9RO��&;,,��1R������1RYHPEHU���SS������������
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$OYHVVRQ�� 0DJQXV� DQG� 0DULR� =HMDQ� ������� 
*XLQHD�%LVVDX�� ,PSDFW� RI� WKH� 6WUXFWXUDO
$GMXVWPHQW� 3URJUDPPH� RQ� WKH� :HOIDUH� RI� 6PDOO�+ROGHU� )DUPHUV
�� LQ� 0DJQXV
%ORPVWU|P�DQG�0DWV�/XQGDKO��HGV��(FRQRPLF�&ULVLV�LQ�$IULFD��3HUVSHFWLYHV�RQ�3ROLF\
5HVSRQVHV��/RQGRQ��5RXWOHGJH��SS����������

$QDQG��6XGKLU�DQG�&KULVWRSKHU�+DUULV��������
&KRRVLQJ�D�:HOIDUH�,QGLFDWRU
��$PHULFDQ
(FRQRPLF�5HYLHZ��9RO������SS����������

$URQ�� -DQLQH� ������� 
7KH� ,QVWLWXWLRQDO� )RXQGDWLRQV� RI� *URZWK
�� LQ� 6WHSKHQ� (OOLV� �HG��
$IULFD�1RZ��/RQGRQ��-DPHV�&XUUH\��SS���������

$XYLQHQ�� -XKD� DQG� 7LPR� .LYLPlNL� ������� 
7KH� +XPDQLWDULDQ� &ULVLV� LQ� 6RPDOLD�
6WUXJJOH�IRU�5HVRXUFHV�LQ�D�'LYLGHG�6RFLHW\
��+HOVLQNL��818�:,'(5��PLPHR�

$]DP��-HDQ�3DXO��'DYLG�%HYDQ��3DXO�&ROOLHU��6WHIDQ�'HUFRQ�� -DQ�*XQQLQJ�DQG�6DQMD\
3UDGKDQ� �������� 
6RPH� (FRQRPLF� &RQVHTXHQFH� RI� WKH� 7UDQVLWLRQ� IURP� &LYLO� :DU� WR
3HDFH
��3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�������:DVKLQJWRQ�'�&�

%DNHU�� %UXFH� ������� 
7KH� &ODVV� RI� ������ +RZ� KDYH� WKH� $XWRFUDWLF� /HDGHUV� RI� 6XE�
6DKDUDQ�$IULFD�)DUHG�XQGHU�'HPRFUDWLVDWLRQ"
��7KLUG�:RUOG�4XDUWHUO\��9RO������1R����
SS����������

%DWHV��5REHUW��������
,QVWLWXWLRQV�DV�,QYHVWPHQWV
��-RXUQDO�RI�$IULFDQ�(FRQRPLHV��9RO����
1R�����$(5&�6XSSOHPHQW��SS���������

%HYDQ�� 'DYLG� ������� 
)LVFDO� $VSHFWV� RI� WKH� 7UDQVLWLRQ� IURP�:DU� WR� 3HDFH
��:RUNLQJ
3DSHU�:36�������&HQWUH�IRU�WKH�6WXG\�RI�$IULFDQ�(FRQRPLHV��8QLYHUVLW\�RI�2[IRUG�

%HYDQ��'DYLG�������� 
&RPPHQWV�RQ��,QVWLWXWLRQV�DV� ,QYHVWPHQWV��E\�5REHUW�+��%DWHV
�
-RXUQDO�RI�$IULFDQ�(FRQRPLHV��9RO�����1R�����$(5&�6XSSOHPHQW��SS���������

%LJVWHQ��$�� DQG�1��0DNRQQHQ� ������� 
7KH�$QDWRP\�RI� ,QFRPH�'LVWULEXWLRQ� LQ�8UEDQ
(WKLRSLD
��'HYHORSPHQW�(FRQRPLFV�:RUNLQJ�3DSHU���������'HSDUWPHQW�RI�(FRQRPLFV�
*RWKHQEXUJ�8QLYHUVLW\�

%LJVWHQ�$�� DQG�.DUO� 2YH�0RHQH� ������� 
*URZWK� DQG� 5HQW� 'LVVLSDWLRQ�� 7KH� &DVH� RI
.HQ\D
��-RXUQDO�RI�$IULFDQ�(FRQRPLHV��9RO�����1R������-XQH���SS����������

%OHDQH\�� 0LFKDHO� DQG� 'DYLG� *UHHQDZD\� ������� 
([WHUQDO� 'LVWXUEDQFHV� DQG
0DFURHFRQRPLF� 3HUIRUPDQFH� LQ� 6XE�6DKDUDQ� $IULFD
�� &UHGLW� 5HVHDUFK� 3DSHU� �����
1RWWLQJKDP��8QLYHUVLW\�RI�1RWWLQJKDP��'HSDUWPHQW�RI�(FRQRPLFV�

%R\FH�� -DPHV� .�� DQG� 0DQXHO� 3DVWRU�� -U�� ������� 
$LG� IRU� 3HDFH�� &DQ� ,QWHUQDWLRQDO
)LQDQFLDO�,QVWLWXWLRQV�+HOS�3UHYHQW�&RQIOLFW"
��:RUOG�3ROLF\�-RXUQDO��9RO������SS��������

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

%XUQVLGH�� &�� DQG� 'DYLG� 'ROODU� ������� 
$LG�� 3ROLFLHV� DQG� *URZWK
�� 3ROLF\� 5HVHDUFK
3DSHU�������:DVKLQJWRQ�'&��:RUOG�%DQN�

&DUERQQLHU�� *LOOHV� ������� &RQIOLFW�� 3RVWZDU� 5HEXLOGLQJ� DQG� WKH� (FRQRP\�� *HQHYD�
815,6'�

&ODUNH�� :DOWHU� DQG� -HIIUH\� +HUEVW� ������� 
6RPDOLD� DQG� WKH� )XWXUH� RI� +XPDQLWDULDQ
,QWHUYHQWLRQ
��)RUHLJQ�$IIDLUV���0DUFK�$SULO��
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&ODUNH��:DOWHU�DQG�-HIIUH\�+HUEVW��������/HDUQLQJ�IURP�6RPDOLD��7KH�/HVVRQV�RI�$UPHG
+XPDQLWDULDQ�,QWHUYHQWLRQ��%RXOGHU��:HVWYLHZ�3UHVV�

&OLIIH�� /LRQHO� ������� 
7KH� ,PSDFW� RI�:DU� RQ� )RRG� 6HFXULW\� LQ� (ULWUHD�� 3URVSHFWV� IRU
5HFRYHU\
��LQ�-RDQQD�0DFUDH�DQG�$QWKRQ\�=ZL�ZLWK�0DUN�'XIILHOG�DQG�+XJR�6OLP��HGV�
:DU� DQG� +XQJHU�� 5HWKLQNLQJ� ,QWHUQDWLRQDO� 5HVSRQVHV� WR� &RPSOH[� (PHUJHQFLHV�
/RQGRQ��=HG�IRU�6DYH�WKH�&KLOGUHQ��SS����������

&RKHQ�� -RKQ�0�� DQG�1LOV�,YDU� ,VDNVVRQ� ������� 
)RRG� 3URGXFWLRQ� 6WUDWHJ\� 'HEDWHV� LQ
5HYROXWLRQDU\�(WKLRSLD
��:RUOG�'HYHORSPHQW��9RO������1R�����SS����������

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

&ROOLHU��3DXO� ������� 
'HPRELOL]DWLRQ�DQG� ,QVHFXULW\��$�6WXG\� LQ� WKH�(FRQRPLFV�RI� WKH
7UDQVLWLRQ� IURP�:DU� WR� 3HDFH
�� -RXUQDO� RI� ,QWHUQDWLRQDO�'HYHORSPHQW�� 9RO�� ���1R�� ��
�0D\�-XQH���SS���������

&ROOLHU��3DXO�DQG�'DYLG�'ROODU��������
$LG�$OORFDWLRQ�DQG�3RYHUW\�5HGXFWLRQ
��PLPHR�
:DVKLQJWRQ�'�&���:RUOG�%DQN�

&ROOLHU�� 3DXO�� 3DWULFN� *XLOODXPRQW�� 6\OYLDQH� *XLOODXPRQW�� DQG� -DQ� :LOOHP� *XQQLQJ
������� 
5HGHVLJQLQJ� &RQGLWLRQDOLW\
��:RUOG� 'HYHORSPHQW�� 9RO�� ���� 1R�� ��� SS�� �����
�����

&ROOLHU�� 3DXO� DQG�$QNH�+RHIIOHU� ������� 
2Q� (FRQRPLF� &DXVHV� RI� &LYLO�:DU
��2[IRUG
(FRQRPLF�3DSHUV��9RO������SS����������

&RROLGJH��-DFTXHOLQH�DQG�6XVDQ�5RVH�$FNHUPDQ�������� 
+LJK�/HYHO�5HQW�6HHNLQJ�DQG
&RUUXSWLRQ� LQ� $IULFDQ� 5HJLPHV�� 7KHRU\� DQG� &DVHV
�� :DVKLQJWRQ� '�&��� :RUOG� %DQN�
3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU������

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

&UDPHU�� &KULVWRSKHU� ������� 
3ULYDWLVDWLRQ� LQ� 0R]DPELTXH�� $IULFDQ� 6XFFHVV� 6WRU\� RU
$GMXVWPHQW� 0XGGOH"
�� 'HSDUWPHQW� RI� 'HYHORSPHQW� 6WXGLHV�� 6FKRRO� RI� 2ULHQWDO� DQG
$IULFDQ�6WXGLHV��8QLYHUVLW\�RI�/RQGRQ�

&UDPHU��&KULVWRSKHU�DQG�1LFROD�3RQWDUD��������
5XUDO�3RYHUW\�DQG�3RYHUW\�$OOHYLDWLRQ
LQ�0R]DPELTXH��:KDW
V�0LVVLQJ�IURP�WKH�'HEDWH"
��-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV�
����SS���������

GH� 6RXVD�� &ODUD� ������� +RXVHKROGV� DQG� 3RYHUW\� LQ� 0R]DPELTXH�� 3K'� 7KHVLV�
8QLYHUVLW\�RI�:DUZLFN�

GH� :DDO�� $OH[� ������� )DPLQH� &ULPHV�� 3ROLWLFV� DQG� WKH� 'LVDVWHU� 5HOLHI� ,QGXVWU\� LQ
$IULFD�� 2[IRUG� DQG� %ORRPLQJWRQ�� -DPHV� &XUUH\� DQG� ,QGLDQD�8QLYHUVLW\� 3UHVV� IRU� WKH
$IULFD�5LJKWV�DQG�WKH�,QWHUQDWLRQDO�$IULFD�,QVWLWXWH�

'HSDUWPHQW� RI� +XPDQLWDULDQ� $IIDLUV� �'+$�� ������� 7KH� ,GHQWLILFDWLRQ� RI� 6RFLDO� DQG
(FRQRPLF�([SHFWDWLRQV�RI�6ROGLHUV�WR�EH�'HPRELOL]HG��/XDQGD��81�'+$�

'HUFRQ�� 6WHIDQ� ������� 
2Q� 0DUNHW� ,QWHJUDWLRQ� DQG� /LEHUDOLVDWLRQ�� 0HWKRG� DQG
$SSOLFDWLRQ�WR�(WKLRSLD
��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV��9RO������1R�����SS����������



��

'HUFRQ�� 6WHIDQ� DQG� 'DQLHO� $\DOHZ� $OL� ������� 
:KHUH� +DYH� $OO� WKH� 6ROGLHUV� *RQH�
'HPRELOLVDWLRQ�DQG�5HLQWHJUDWLRQ�LQ�(WKLRSLD
��PLPHR��&HQWUH�IRU�WKH�6WXG\�RI�$IULFDQ
(FRQRPLHV��8QLYHUVLW\�RI�2[IRUG���)HEUXDU\��

'HVDL��3DGPD���HG����������*RLQJ�*OREDO��7UDQVLWLRQ�IURP�3ODQ�WR�0DUNHW�LQ�WKH�:RUOG
(FRQRP\��&DPEULGJH�0DVV���0,7�3UHVV�IRU�818�:,'(5�

'UDJQHYD��5LOND��������
/HJDO�3UHFRQGLWLRQV�IRU�&RQWUDFWXDO�5HODWLRQV�LQ�WKH�7UDQVLWLRQ
WR�D�0DUNHW�(FRQRP\��7KH�&DVH�RI�%XOJDULD
��,'6�%XOOHWLQ��9RO������1R�����SS��������

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

(NKROP� )ULHGPDQ�� .DMVD� ������� 
$IUR� 0DU[LVP� DQG� LWV� 'LVDVWURXV� (IIHFWV� RQ� WKH
(FRQRP\�� WKH� &RQJROHVH� &DVH
�� LQ� 0DJQXV� %ORPVWU|P� DQG� 0DWV� /XQGDKO� �HGV�
(FRQRPLF�&ULVLV� LQ�$IULFD��3HUVSHFWLYHV�RQ�3ROLF\�5HVSRQVHV��/RQGRQ��5RXWOHGJH��SS�
��������

)LHOGLQJ��'DYLG��������
0RGHOLQJ�WKH�'HWHUPLQDQWV�RI�*RYHUQPHQW�([SHQGLWXUH�LQ�6XE�
6DKDUDQ�$IULFD
��-RXUQDO�RI�$IULFDQ�(FRQRPLHV��9RO�����1R������2FWREHU���SS����������

)LW]*HUDOG�� (�� 9�� .�� ������� 
3D\LQJ� IRU� :DU�� 0DFURHFRQRPLF� 6WDELOL]DWLRQ� LQ� 3RRU
&RXQWULHV�XQGHU�&RQIOLFW�&RQGLWLRQV
��2[IRUG�'HYHORSPHQW�6WXGLHV��9RO������1R�����SS�
������

)RVWHU�� 0LFN� DQG� 'LQR� 0HURWWR� ������� 
3DUWQHUVKLS� IRU� 'HYHORSPHQW� LQ� $IULFD�� $
)UDPHZRUN� IRU� )OH[LEOH� )XQGLQJ
�� PLPHR�� /RQGRQ�� 'HSDUWPHQW� IRU� ,QWHUQDWLRQDO
'HYHORSPHQW�

)RVWHU��0LFN�DQG�7KHR�7KRPDV�������� 
'HVLJQ�RI�,0)�3URJUDPPHV�LQ�$LG�'HSHQGHQW
&RXQWULHV
��PLPHR��/RQGRQ��'HSDUWPHQW�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�

*HPPHOO�� 1RUPDQ� DQG� 0DUN� 0F*LOOLYUD\� ������� 
$LG� DQG� 7D[� ,QVWDELOLW\� DQG� WKH
*RYHUQPHQW�%XGJHW�&RQVWUDLQW�LQ�'HYHORSLQJ�&RXQWULHV
��5HVHDUFK�3DSHU�������&HQWUH
IRU� 5HVHDUFK� LQ� (FRQRPLF� 'HYHORSPHQW� DQG� ,QWHUQDWLRQDO� 7UDGH�� 8QLYHUVLW\� RI
1RWWLQJKDP�

*UHHQ��5HJLQDOG�+���������
7KH�&RXUVH�RI�WKH�)RXU�+RUVHPHQ��7KH�&RVWV�RI�:DU�DQG�LWV
$IWHUPDWK� LQ� 6XE�6DKDUDQ� $IULFD
�� LQ� -RDQQD� 0DFUDH� DQG� $QWKRQ\� =ZL� ZLWK� 0DUN
'XIILHOG�DQG�+XJR�6OLP��HGV��:DU�DQG�+XQJHU��5HWKLQNLQJ�,QWHUQDWLRQDO�5HVSRQVHV�WR
&RPSOH[�(PHUJHQFLHV��/RQGRQ��=HG�IRU�6DYH�WKH�&KLOGUHQ��SS��������

+DQORQ�� -RVHSWK� ������� 3HDFH� ZLWKRXW� 3URILW�� +RZ� WKH� ,0)� %ORFNV� 5HEXLOGLQJ� LQ
0R]DPELTXH��/RQGRQ��-DPHV�&XUUH\�DQG�+HLQHPDQQ�

+DQVVRQ��*|WH��������7KH�(WKLRSLDQ�(FRQRP\����������/RQGRQ��5RXWOHGJH�

+DQVVRQ��*|WH� �������(ULWUHD�������$�3HDFHIXO�6WUXJJOH� IRU�6XVWDLQHG� ,QGHSHQGHQFH�
6WRFNKROP��6,'$�0DFURHFRQRPLF�5HSRUW������

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

+DUH�� 3DXO� ������� $QJROD
V� /DVW� %HVW� &KDQFH� IRU� 3HDFH�� :DVKLQJWRQ� '�&��� 8QLWHG
6WDWHV�,QVWLWXWH�RI�3HDFH�3UHVV�



��

+HUEVW�� -HIIUH\� ������� 
7KH� )DOO� RI� $IUR�0DU[LVP
�� -RXUQDO� RI� 'HPRFUDF\�� ��� 1R�� ��
�6XPPHU���SS���������

+HUEVW��-HIIUH\�������� 
$IULFDQ�$UPLHV�DQG�5HJLRQDO�3HDFHNHHSLQJ��$UH�7KHUH�$IULFDQ
6ROXWLRQV�WR�$IULFDQ�3UREOHPV"
��LQ�5REHUW�5RWEHUJ�DQG�*UHJ�0LOOV��HGV��:DU�DQG�3HDFH
LQ�6RXWKHUQ�$IULFD��:DVKLQJWRQ�'�&���%URRNLQJV�,QVWLWXWLRQ�3UHVV�DQG�WKH�:RUOG�3HDFH
)RXQGDWLRQ��SS����������

+REHQ�� $OODQ� ������� 
3DUDGLJPV� DQG� 3ROLWLFV�� WKH� &XOWXUDO� &RQVWUXFWLRQ� RI
(QYLURQPHQWDO�3ROLF\�LQ�(WKLRSLD
��:RUOG�'HYHORSPHQW��9RO������1R���������������

+ROW��-��DQG�0��/DZUHQFH��������0DNLQJ�(QGV�0HHW��$�6XUYH\�RI�WKH�)RRG�(FRQRP\�RI
WKH�(WKLRSLDQ�1RUWK�(DVW�+LJKODQGV��/RQGRQ��6DYH�WKH�&KLOGUHQ�

+XPDQ� 5LJKWV� :DWFK� ������� $QJROD�� %HWZHHQ� :DU� DQG� 3HDFH� �� $UPV� 7UDGH� DQG
+XPDQ�5LJKWV�$EXVHV�6LQFH�WKH�/XVDND�3URWRFRO��1HZ�<RUN��+XPDQ�5LJKWV�:DWFK�

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

,QWHUQDWLRQDO� )HGHUDWLRQ� RI� 5HG� &URVV� DQG� 5HG� &UHVFHQW� 6RFLHWLHV� ������� :RUOG
'LVDVWHUV�5HSRUW�������2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

,QWHUQDWLRQDO�0RQHWDU\� )XQG� �,0)�� �������(ULWUHD� �� 5HFHQW� (FRQRPLF�'HYHORSPHQWV�
6WDII�&RXQWU\�5HSRUW��1R���������:DVKLQJWRQ�'�&���,0)���$XJXVW��

,QWHUQDWLRQDO� 0RQHWDU\� )XQG� �,0)�� �����D�� (ULWUHD� �� 6HOHFWHG� ,VVXHV�� 6WDII� &RXQWU\
5HSRUW��1R���������:DVKLQJWRQ�'�&���,0)���2FWREHU��

,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)�������E��$QJROD���5HFHQW�(FRQRPLF�'HYHORSPHQWV�
6WDII�&RXQWU\�5HSRUW��1R����������:DVKLQJWRQ�'�&���,0)���1RYHPEHU�����

,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���������([WHUQDO�(YDOXDWLRQ�RI�WKH�(6$)��5HSRUW�E\
D�*URXS�RI�,QGHSHQGHQW�([SHUWV��:DVKLQJWRQ�'&���,0)�

,\RE�� 5XWK� ������� 
7KH� (ULWUHDQ� ([SHULPHQW�� $� &DXWLRXV� 3UDJPDWLVP"
�� -RXUQDO� RI
0RGHUQ�$IULFDQ�6WXGLHV��9RO������1R�����SS���������

-D\QH��7��6��DQG�6WHSKHQ�-RQHV� ������� 
)RRG�0DUNHWLQJ� DQG�3ULFLQJ�3ROLF\� LQ�(DVWHUQ
DQG�6RXWKHUQ�$IULFD��$�6XUYH\
��:RUOG�'HYHORSPHQW��9RO������1R�����SS������������

.LEUHDE��*DLP��������3HRSOH�RQ�WKH�(GJH�RI�WKH�+RUQ��2[IRUG��-DPHV�&XUUH\�

.LOOLFN��7RQ\� �����D�� 
3ULQFLSDOV��$JHQWV� DQG� WKH�/LPLWDWLRQV� RI�%:,�&RQGLWLRQDOLW\
�
7KH�:RUOG�(FRQRP\��9RO������SS����������

.LOOLFN��7RQ\������E�� 
6ROYLQJ�WKH�0XOWLODWHUDO�'HEW�3UREOHP��5HFRQFLOLQJ�5HOLHI�ZLWK
$FFHSWDELOLW\
��/RQGRQ��2YHUVHDV�'HYHORSPHQW�,QVWLWXWH��5HSRUW�WR�WKH�&RPPRQZHDOWK
6HFUHWDULDW�

.LQJPD�� .HHV� ������� 
7KH� 5ROH� RI� 'HPRELOLVDWLRQ� LQ� WKH� 3HDFH� DQG� 'HYHORSPHQW
3URFHVV�LQ�6XE�6DKDUDQ�$IULFD��&RQGLWLRQV�IRU�6XFFHVV
��$IULFD�6HFXULW\�5HYLHZ��9RO����
1R�����SS��������

.ULVKQDQ��3UDPLOD�DQG�6WHIDQ�'HUFRQ� ������� 
,QFRPH�3RUWIROLRV� LQ�5XUDO�(WKLRSLD�DQG
7DQ]DQLD��&KRLFHV�DQG�&RQVWUDLQWV
��:RUNLQJ�3DSHU�:36��������&HQWUH�IRU�WKH�6WXG\�RI
$IULFDQ�(FRQRPLHV��8QLYHUVLW\�RI�2[IRUG�



��

.\OH�� 6WHYHQ� ������� 
6WUXFWXUDO� $GMXVWPHQW� LQ� D� &RXQWU\� DW� :DU�� 7KH� &DVH� RI
0R]DPELTXH
��LQ�'DYLG�(��6DKQ��HG���$GMXVWLQJ�WR�3ROLF\�)DLOXUH�LQ�$IULFDQ�(FRQRPLHV�
,WKDFD��1�<���&RUQHOO�8QLYHUVLW\�3UHVV��SS����������

/LQHV��7KRPDV��������
7UDQVLWLRQ�WR�:KDW��5HVWDUWLQJ�'HYHORSPHQW�$IWHU�&RPPXQLVP
�
,'6�%XOOHWLQ��9RO������1R�����SS������

/LSXPED��1JX\XUX�+�� ,�� ������� 
7KH�/LEHUDOL]DWLRQ�RI�)RUHLJQ�([FKDQJH�0DUNHWV� DQG
(FRQRPLF� *URZWK� LQ� 6XE�6DKDUDQ� $IULFD
�� 5HVHDUFK� IRU� $FWLRQ�� ���� +HOVLQNL�
818�:,'(5�

0DF4XHHQ��1RUULH��������7KH�'HFRORQL]DWLRQ�RI�3RUWXJXHVH�$IULFD��/RQGRQ��/RQJPDQ�

0DF4XHHQ��1RUULH��������
3HDFHNHHSLQJ�E\�DWWULWLRQ��WKH�8QLWHG�1DWLRQV�LQ�$QJROD
��7KH
-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV��9RO������1R�����SS����������

0DFUDH�� -RDQQD� DQG�$QWKRQ\�=ZL�ZLWK�0DUN�'XIILHOG� DQG�+XJR�6OLP� �HGV��:DU�DQG
+XQJHU��5HWKLQNLQJ�,QWHUQDWLRQDO�5HVSRQVHV�WR�&RPSOH[�(PHUJHQFLHV��/RQGRQ��=HG�IRU
6DYH�WKH�&KLOGUHQ�

0DUHQ��0LFKDHO� �������7KH� 5RDG� WR� +HOO�� 7KH� 5DYDJLQJ� (IIHFWV� RI� )RUHLJQ� $LG� DQG
,QWHUQDWLRQDO�&KDULW\��1HZ�<RUN��7KH�)UHH�3UHVV�

0DUVKDOO�� .DWKHULQH� ������� 
5HJLRQDO� 'HYHORSPHQW� 6WUDWHJLHV� DQG� &KDOOHQJHV�� 6RPH
(FRQRPLF�DQG�6RFLDO�8QGHUSLQQLQJV
��LQ�5REHUW�5RWEHUJ�DQG�*UHJ�0LOOV��HGV��:DU�DQG
3HDFH�LQ�6RXWKHUQ�$IULFD��:DVKLQJWRQ�'�&���%URRNLQJV�,QVWLWXWLRQ�3UHVV�DQG�WKH�:RUOG
3HDFH�)RXQGDWLRQ��SS����������

0DVHILHOG��$EL��������
)RRG�6HFXULW\�LQ�(WKLRSLD��&URVVLQJ�WKH�*UHDW�'LYLGH"
��PLPHR�
%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[�

0D[ZHOO��6LPRQ�������� 
&DQ�D�&ORXGOHVV�6N\�KDYH�D�6LOYHU�/LQLQJ"�7KH�6FRSH�IRU�DQ
(PSOR\PHQW�%DVHG�6DIHW\�1HW�LQ�(WKLRSLD
��PLPHR��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW
6WXGLHV��8QLYHUVLW\�RI�6XVVH[�

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

0RVOH\�� 3DXO� ������� 
&RQGLWLRQDOLW\� DV� %DUJDLQLQJ� 3URFHVV�� 6WUXFWXUDO� $GMXVWPHQW
/HQGLQJ� �������
�� (VVD\V� LQ� ,QWHUQDWLRQDO� )LQDQFH� ����� 3ULQFHWRQ� 1�-��� 3ULQFHWRQ
8QLYHUVLW\�3UHVV�

0XEDUDN�� -DPLO�$�� ������� 
7KH��+LGGHQ�+DQG��%HKLQG� WKH�5HVLOLHQFH�RI� WKH�6WDWHOHVV
(FRQRP\� RI� 6RPDOLD
�� :RUOG� 'HYHORSPHQW�� 9RO�� ���� 1R�� ���� �'HFHPEHU��� SS�� �����
�����

0\HUV��*UHJRU\�:��������� 
/DQG�7HQXUH�,VVXHV�LQ�3RVW�:DU�0R]DPELTXH��&RQVWUDLQWV
DQG�&RQIOLFWV
��0DGLVRQ��/DQG�7HQXUH�&HQWHU��8QLYHUVLW\�RI�:LVFRQVLQ�0DGLVRQ�

0\HUV��*UHJRU\�:�� ������� 
&RPSHWLWLYH�5LJKWV��&RPSHWLWLYH�&ODLPV�� /DQG�$FFHVV� LQ
3RVW�:DU�0R]DPELTXH
��-RXUQDO�RI�6RXWKHUQ�$IULFDQ�6WXGLHV��9RO������1R����

1DI]LJHU�� (�� :D\QH� DQG� -XKD� $XYLQHQ� ������� 
(FRQRPLF� &DXVHV�� 7KH� 3ROLWLFDO
(FRQRP\� RI� :DU�� +XQJHU� DQG� )OLJKW
�� LQ� (�� :D\QH� 1DI]LJHU�� )UDQFHV� 6WHZDUW�� DQG
5DLPR� 9l\U\QHQ� �HGV�� 7KH� 2ULJLQV� RI� +XPDQLWDULDQ� (PHUJHQFLHV�� :DU� DQG
'LVSODFHPHQW�LQ�'HYHORSLQJ�&RXQWULHV���IRUWKFRPLQJ��



��

1DWKDQ�� /DXULH� ������� 
&ULVLV� 5HVROXWLRQ� DQG� &RQIOLFW� 0DQDJHPHQW� LQ� $IULFD
�� SDSHU
SUHVHQWHG� DW� WKH�:RUOG�%DQN� DQG�&HQWUH� IRU� &RQIOLFW� 5HVROXWLRQ�&RQVXOWDWLRQ� RQ� WKH
1H[XV� EHWZHHQ� (FRQRPLF� 0DQDJHPHQW� DQG� WKH� 5HVWRUDWLRQ� RI� 6RFLDO� &DSLWDO� LQ
6RXWKHUQ�$IULFD��&DSH�7RZQ��������2FWREHU������

1RURQKD��5D\PRQG� ������� 
0R]DPELTXH�� /DQG�7HQXUH� DQG�8VH�� ,VVXHV� DQG�2SWLRQV
�
:DVKLQJWRQ�'�&���:RUOG�%DQN��SURFHVVHG�

1RUWK�� 'RXJODVV� &�� ������� ,QVWLWXWLRQV�� ,QVWLWXWLRQDO� &KDQJH� DQG� (FRQRPLF
3HUIRUPDQFH��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�

1RUWK��'RXJODVV�&���������
7KH�&RQWULEXWLRQ�RI�WKH�1HZ�,QVWLWXWLRQDO�(FRQRPLFV�WR�DQ
8QGHUVWDQGLQJ� RI� WKH� 7UDQVLWLRQ� 3UREOHP
�� :,'(5� $QQXDO� /HFWXUHV�� ��� +HOVLQNL�
818�:,'(5���0DUFK��

3DUVRQV��$QWKRQ\��������)URP�&ROG�:DU� WR�+RW�3HDFH��81�,QWHUYHQWLRQV�����������
/RQGRQ��3HQJXLQ�

3HUVVRQ� 7RUVWHQ�� *pUDUG� 5RODQG�� *XLGR� 7DEHOOLQL� ������� 
6HSDUDWLRQ� RI� 3RZHUV� DQG
3ROLWLFDO� $FFRXQWDELOLW\
�� 4XDUWHUO\� -RXUQDO� RI� (FRQRPLFV�� 9RO�� &;,,�� 1R�� ��
�1RYHPEHU���SS������������

5RGULN��'DQL�������� 
:KHUH�'LG�DOO�WKH�*URZWK�*R"�([WHUQDO�6KRFNV��6RFLDO�&RQIOLFW�
DQG�*URZWK�&ROODSVHV
��PLPHR��&DPEULGJH�0�$���+DUYDUG�8QLYHUVLW\��-RKQ�)��.HQQHG\
6FKRRO�RI�*RYHUQPHQW�

6DKQ��'DYLG� (�� DQG� -DLNLVKDQ�'HVDL� ������� 
7KH� (PHUJHQFH� RI� 3DUDOOHO�0DUNHWV� LQ� D
7UDQVLWLRQ�(FRQRP\��7KH�&DVH�RI�0R]DPELTXH
��)RRG�3ROLF\��9RO������1R�����SS��������

6HSSlOl��3HNND��������
/LEHUDOL]HG�DQG�1HJOHFWHG"�)RRG�0DUNHWLQJ�3ROLFLHV�LQ�(DVWHUQ
$IULFD
��:RUOG�'HYHORSPHQW�6WXGLHV������+HOVLQNL��818�:,'(5���0DUFK��

6KDZ�� 5�� 3DXO� ������� 
6XVWDLQDEOH� +HDOWK� &DUH� )LQDQFLQJ� LQ� (DVW� $IULFD�� 0HDQLQJ�
,PSRUWDQFH��2SWLRQV
��PLPHR��:DVKLQJWRQ�'�&���:RUOG�%DQN��(FRQRPLF�'HYHORSPHQW
,QVWLWXWH�

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

6WHQPDQ��cVD� ������� 
/DERU�0DUNHW�'LVFULPLQDWLRQ� DQG� 6HJPHQWDWLRQ�� /XDQGD� ����
�
*RWKHQEXUJ��'HSDUWPHQW�RI�(FRQRPLFV��8QLYHUVLW\�RI�*RWKHQEXUJ��SDSHU�SUHSDUHG� IRU
6,'$��6HSWHPEHU��

6WHQPDQ��cVD��������
,QFRPH�,QHTXDOLW\�LQ�D�7UDQVLWLRQ�(FRQRP\��7KH�&DVH�RI�$QJROD
�
*RWKHQEXUJ��'HSDUWPHQW�RI�(FRQRPLFV��8QLYHUVLW\� RI�*RWKHQEXUJ�� SDSHU� SUHVHQWHG� DW
WKH�'HYHORSPHQW�(FRQRPLFV�:RUNVKRS�LQ�*RWKHQEXUJ��2FWREHU�����������

6WHZDUW�� )UDQFHV� ������� 
:DU� DQG� 8QGHUGHYHORSPHQW�� &DQ� (FRQRPLF� $QDO\VLV� +HOS
5HGXFH�WKH�&RVWV"
��-RXUQDO�RI�,QWHUQDWLRQDO�'HYHORSPHQW��9RO�����SS����������

6WHZDUW��)UDQFHV�DQG�9DOS\�)LW]*HUDOG�������� 
$VVHVVLQJ�WKH�(FRQRPLF�&RVWV�RI�:DU
�
PLPHR��4XHHQ�(OL]DEHWK�+RXVH��8QLYHUVLW\�RI�2[IRUG�

6WLJOLW]��-RVHSK��������:KLWKHU�6RFLDOLVP"�&DPEULGJH��0$���0,7�3UHVV�
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6WLJOLW]��-RVHSK��������
0RUH�,QVWUXPHQWV�DQG�%URDGHU�*RDOV��0RYLQJ�WRZDUG�WKH�3RVW�
:DVKLQJWRQ� &RQVHQVXV
�� :,'(5� $QQXDO� /HFWXUHV�� ��� +HOVLQNL�� 818�:,'(5�
�-DQXDU\��

6\QJH��5LFKDUG��������0R]DPELTXH��81�3HDFHNHHSLQJ�LQ�$FWLRQ�����������:DVKLQJWRQ
'�&���8QLWHG�6WDWHV�,QVWLWXWH�RI�3HDFH�3UHVV�

7DUS��)LQQ��������6WDELOL]DWLRQ�DQG�6WUXFWXUDO�$GMXVWPHQW��/RQGRQ��5RXWOHGJH�

7KDNXU��5DPHVK��������
)URP�3HDFHNHHSLQJ�WR�3HDFH�(QIRUFHPHQW��7KH�81�2SHUDWLRQ
LQ�6RPDOLD
��-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV��9RO������1R�����SS����������

7KLPDQQ��&KULVWLDQ�DQG�0DUFHO�7KXP��������
,QYHVWLQJ�LQ�7HUUD�,QFRJQLWD��:DLWLQJ�DQG
/HDUQLQJ
��(FRQRPLF�6\VWHPV��9RO������1R������0DUFK���SS�������

7LEDQD��5REHUWR� ������� 
0R]DPELTXH�&RPPRGLW\�DQG�3ROLF\�6KRFNV��7HUPV�RI�7UDGH
&KDQJHV�� WKH� 6RFLDOLVW� �%LJ�3XVK��� DQG� WKH� 5HVSRQVH� RI� WKH� (FRQRP\� ���������
�
:RUNLQJ�3DSHU�:36��������&HQWUH�IRU� WKH�6WXG\�RI�$IULFDQ�(FRQRPLHV��8QLYHUVLW\�RI
2[IRUG�

7URQYROO��.MHWLO��������
7KH�SURFHVV�RI�QDWLRQ�EXLOGLQJ�LQ�SRVW�ZDU�(ULWUHD��FUHDWHG�IURP
EHORZ�RU�GLUHFWHG�IURP�DERYH"
��7KH�-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV��9RO������1R����
SS����������

7VFKLUOH\��'DYLG�/��DQG�0LFKDHO�7��:HEHU��������
0R]DPELTXH�)RRG�6HFXULW\�6XFFHVV
6WRU\
��3ROLF\�6\QWKHVLV�����:DVKLQJWRQ�'�&���86$,'�

7VFKLUOH\��'DYLG� /��� &\QWKLD�'RQRYDQ�� DQG�0LFKDHO� 7��:HEHU� ������� 
)RRG�$LG� DQG
)RRG�0DUNHWV��/HVVRQV�IURP�0R]DPELTXH
��)RRG�3ROLF\��9RO������1R�����

7YHGWHQ�� ,QJH� ������� $QJROD�� 6WUXJJOH� IRU� 3HDFH� DQG� 5HFRQVWUXFWLRQ�� %RXOGHU�
:HVWYLHZ�3UHVV�

8ELGH�� $QJHO� ������� 
'HWHUPLQDQWV� RI� ,QIODWLRQ� LQ� 0R]DPELTXH
�� :RUNLQJ� 3DSHU
��������:DVKLQJWRQ�'&��,0)�

8QLWHG�1DWLRQV�&RQIHUHQFH�RQ�7UDGH�DQG�'HYHORSPHQW� �81&7$'���������7UDGH�DQG
'HYHORSPHQW�5HSRUW��������*HQHYD��81&7$'�

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

9HLW��3HWHU�*���7DQYL�1DJSDO��DQG�7KRPDV�)R[��������$IULFD
V�:HDOWK��$IULFD
V�:RUWK�
:DVKLQJWRQ�'�&���:RUOG�5HVRXUFHV�,QVWLWXWH�

9LOODOyQ��/HRQDUGR�$�� ������� 
7KH�$IULFDQ�6WDWH�DW� WKH�(QG�RI� WKH�7ZHQWLHWK�&HQWXU\�
3DUDPHWHUV� RI� WKH�&ULWLFDO� -XQFWXUH
�� LQ� /HRQDUGR�$�9LOODOyQ� DQG� 3KLOOLS�$�� +X[WDEOH
�HGV�� 7KH� $IULFDQ� 6WDWH� DW� D� &ULWLFDO� -XQFWXUH�� %HWZHHQ� 'LVLQWHJUDWLRQ� DQG
5HFRQILJXUDWLRQ��%RXOGHU��/\QQH�5LHQQHU��SS�������

:HL�� 6KDQJ�-LQ� ������� 
:K\� LV� &RUUXSWLRQ� VR� 0XFK� 0RUH� 7D[LQJ� WKDQ� 7D["

$UELWUDULQHVV�.LOOV��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�:RUNLQJ�3DSHU������

:HLVV�� 7KRPDV� *�� ������� 
5HNLQGOLQJ� +RSH� LQ� 81� +XPDQLWDULDQ� ,QWHUYHQWLRQ
�� LQ
:DOWHU�&ODUNH�DQG�-HIIUH\�+HUEVW� �HG��/HDUQLQJ� IURP�6RPDOLD��7KH�/HVVRQV�RI�$UPHG
+XPDQLWDULDQ�,QWHUYHQWLRQ��%RXOGHU��:HVWYLHZ�3UHVV��SS����������
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:HVW��+DUU\�*�� DQG�*UHJRU\�:��0\HUV� ������� 
$�3LHFH� RI�/DQG� LQ� D�/DQG�RI�3HDFH"
6WDWH�)DUP�'LYHVWLWXUH� LQ�0R]DPELTXH
�� -RXUQDO� RI�0RGHUQ�$IULFDQ� 6WXGLHV��9RO�� ���
1R�����SS��������

:KLWH��+RZDUG� ������� 
0DFURHFRQRPLF�(YDOXDWLRQ�RI�3URJUDPPH�$LG��$�&RQFHSWXDO
)UDPHZRUN
��,'6�%XOOHWLQ��9RO������1R������2FWREHU���SS��������

:LQWHU�1HOVRQ��$OH[� ������� 
5XUDO�7D[DWLRQ� LQ�(WKLRSLD�� �����������$�3ROLF\�0DWUL[
$VVHVVPHQW� IRU�1HW�3URGXFHUV� DQG�1HW�&RQVXPHUV
��)RRG�3ROLF\�� ��� �� �2FWREHU��� SS�
��������

:RUOG� %DQN� ������� 6RPDOLD�� &ULVLV� LQ� 3XEOLF� ([SHQGLWXUH�0DQDJHPHQW�� 5HSRUW� 1R�
�����62��:DVKLQJWRQ�'�&���:RUOG�%DQN�

:RUOG�%DQN� �������6WDII� $SSUDLVDO� 5HSRUW� IRU� WKH� 5HSXEOLF� RI� $QJROD� 6RFLDO� $FWLRQ
3URMHFW��5HSRUW�1R��������$1*��:DVKLQJWRQ�'�&���:RUOG�%DQN�

:RUOG�%DQN��������$QJROD��7RZDUGV�(FRQRPLF�DQG�6RFLDO�5HFRQVWUXFWLRQ��:DVKLQJWRQ
'�&��:RUOG�%DQN��6RXWKHUQ�$IULFDQ�'HSDUWPHQW�

:RUOG� %DQN� �������0HPRUDQGXP� RI� WKH� 3UHVLGHQW� RI� WKH� ,QWHUQDWLRQDO� 'HYHORSPHQW
$VVRFLDWLRQ� WR� WKH�([HFXWLYH�'LUHFWRUV�RQ�D�&RXQWU\�$VVLVWDQFH�6WUDWHJ\�RI� WKH�:RUOG
%DQN�*URXS�IRU�WKH�)HGHUDO�5HSXEOLF�RI�(WKLRSLD��5HSRUW��1R��������(7��:DVKLQJWRQ
'�&���:RUOG�%DQN���$XJXVW�����

:RUOG� %DQN� �����D�� $VVHVVLQJ� $LG�� :KDW� :RUNV�� :KDW� 'RHVQ
W�� DQG� :K\�� 2[IRUG�
2[IRUG�8QLYHUVLW\�3UHVV�IRU�WKH�:RUOG�%DQN�

:RUOG� %DQN� �����E�� &RQIOLFW� 3UHYHQWLRQ� DQG� 3RVW�&RQIOLFW� 5HFRQVWUXFWLRQ�
3HUVSHFWLYHV�DQG�3URVSHFWV��:DVKLQJWRQ�'�&���:RUOG�%DQN��3RVW�&RQIOLFW�8QLW�

:X\WV�� 0DUF� �������0RQH\� DQG� 3ODQQLQJ� IRU� 6RFLDOLVW� 7UDQVLWLRQ�� WKH� 0R]DPELFDQ
([SHULHQFH��$OGHUVKRW��*RZHU�

:X\WV��0DUF��������
)RUHLJQ�$LG��6WUXFWXUDO�$GMXVWPHQW�DQG�3XEOLF�0DQDJHPHQW��7KH
0R]DPELFDQ�([SHULHQFH
��'HYHORSPHQW�DQG�&KDQJH��9RO������1R�����SS����������

<DYOLQVN\��*ULJRU\��������
5XVVLD
V�3KRQ\�&DSLWDOLVP
��)RUHLJQ�$IIDLUV��9RO������1R����
�0D\�-XQH���SS��������

=HMDQ��0DULR� DQG�$UL�.RNNR� ������� 
*XLQHD�%LVVDX
�� LQ�+RZDUG�:KLWH� �HGV��$LG� DQG
0DFURHFRQRPLF� 3HUIRUPDQFH�� /RQGRQ��0DFPLOODQ� IRU� WKH� ,QVWLWXWH� RI� 6RFLDO� 6WXGLHV�
SS����������




