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7KLV�VWXG\�KDV�EHHQ�SUHSDUHG�ZLWKLQ�WKH�818�:,'(5�SURMHFW�RQ�,QFRPH�'LVWULEXWLRQ�DQG
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818�:,'(5� JUDWHIXOO\� DFNQRZOHGJHV� WKH� ILQDQFLDO� FRQWULEXWLRQ� WR� WKH� SURMHFW� E\� WKH
*RYHUQPHQW�RI�6ZHGHQ��6ZHGLVK�,QWHUQDWLRQDO�'HYHORSPHQW�&RRSHUDWLRQ�$JHQF\²6LGD��
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7KH�%RDUG�RI�818�:,'(5

1RUD�/XVWLJ
+DUULV�0XWLR�0XOH
-XNND�3HNNDULQHQ��9LFH�&KDLUSHUVRQ
5XEHQ�<HYVWLJQH\HY
0DVDUX�<RVKLWRPL
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+DQV�-��$��YDQ�*LQNHO��5HFWRU�RI�818
0DWWL�3RKMROD��2IILFHU�LQ�&KDUJH��D�L���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\�-DQLV�9HKPDDQ�.UHXOD�DQG�/RUUDLQH�7HOIHU�7DLYDLQHQ�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\��QRU�E\� WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI�DQ\�RI� WKH�YLHZV
H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1����������������LQWHUQHW�SXEOLFDWLRQ�
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��� 7KH�SRRU��VRFLDOO\�GHSULYHG�DQG�PDUJLQDOL]HG�JURXSV ��

9,, 32/,&<�&21&/86,216��35,25,7,(6�)25�62&,$/�,17(*5$7,21�$1'
62&,$/�&2+(6,21 ��

��� 3URPRWLQJ�HFRQRPLF�JURZWK��VWDELOLW\�DQG�RSSRUWXQLWLHV�DV�D�ZD\�WR�UHGXFH
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��� 3URPRWLQJ�KXPDQ�FDSLWDO�DQG�DFFHVV�WR�VRFLDO�DVVHWV ��
��� 7KH�VRFLDO�VDIHW\�QHW ��
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7DEOH�� &KDQJHV�LQ�LQHTXDOLW\�GXULQJ�WKH�WUDQVLWLRQ �

7DEOH�� 6WUXFWXUH�RI�LQFRPH ��

7DEOH�� -RE�PRELOLW\�RI�PDQDJHUV��H[SHUWV��DQG�RIILFH�ZRUNHUV�EHWZHHQ
�����DQG������LQ�3RODQG ��
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6RFLDO� FRQVHTXHQFHV� RI� WKH� HFRQRPLF� WUDQVIRUPDWLRQ� IURP� FHQWUDOO\� SODQQHG� WR� PDUNHW
HFRQRPLHV� KDYH� DWWUDFWHG� FRQVLGHUDEOH� DWWHQWLRQ� E\� SROLF\PDNHUV�� LQWHUQDWLRQDO
RUJDQL]DWLRQV�� LQFOXGLQJ� GRQRU� LQVWLWXWLRQV�� PHGLD� DQG� VHULRXV� DFDGHPLF� UHVHDUFK�� 0DQ\
VFKRODUV�KDYH� FRQWULEXWHG� WR� WKH� DQDO\VLV�RI� VRFLDO� FKDQJHV� LQ� WKH� FRXQWULHV� LQ� WUDQVLWLRQ�
&RQVLGHUDEOH�NQRZOHGJH�KDV�EHHQ� DFFXPXODWHG�RQ� VRFLDO� FRVWV� RI� WKH� WUDQVLWLRQ��ZLQQHUV
DQG�ORVHUV�RI�WKH�UHIRUPV��SRYHUW\��LWV�LQFLGHQFH�GHWHUPLQDQWV�DQG�FRPSRVLWLRQ��<HW�PXFK
PRUH� UHPDLQV� WR� EH� DQDO\VHG� DQG� XQGHUVWRRG�� $SDUW� IURP� SRYHUW\� DQG� WKH� SRRU� PRUH
NQRZOHGJH� LV� QHHGHG� DERXW� QHZ� HFRQRPLF� DQG� SROLWLFDO� HOLWHV�� WKH� QDWXUH� RI� HPHUJLQJ
FDSLWDOLVP�DV�ZHOO�DV�WKH�SURVSHFWV�IRU�D�PLGGOH�FODVV�LQ�WUDQVLWLRQDO�VRFLHWLHV��7KHVH�LVVXHV
DUH�HYHQ�PRUH�FRPSOH[�GXH�WR�D�ZLGH�GLYHUVLW\�RI�GHYHORSPHQWV�LQ�GLIIHUHQW�FRXQWULHV��,Q
VXP�WKHUH�LV�DQ�HQRUPRXV�ILHOG�IRU�QHZ�RULJLQDO�UHVHDUFK�ZKLFK�SURPSWHG�818�:,'(5�WR
XQGHUWDNH�D�QHZ�SURMHFW�RQ�,QFRPH�'LVWULEXWLRQ�DQG�6RFLDO�6WUXFWXUHV�GXULQJ�WKH�7UDQVLWLRQ
GLUHFWHG�E\�'U�9ODGLPLU�0LNKDOHY��7KH�RYHUDOO�REMHFWLYH�RI�WKLV�SURMHFW�LV�WR�UDLVH�WKH�VWXG\
RI� VRFLDO� VWUDWLILFDWLRQ� XQGHU� WUDQVLWLRQ� WR� D� TXDOLWDWLYHO\� QHZ� OHYHO� DQG� FRQWULEXWH
LQQRYDWLYH� WKHRUHWLFDO� LQVLJKWV� WR� WKH� XQGHUVWDQGLQJ� RI� WKHVH� VRFLHWLHV�� 7KLV� SDSHU� E\�'U
0LNKDOHY�RXWOLQHV�WKH�PDMRU�FRQFHSW�RI�WKLV�VWXG\��JLYHV�DQ�RYHUYLHZ�RI�UHVHDUFK�ILQGLQJV
DQG� SROLF\� FRQFOXVLRQV�� ,Q� SDUWLFXODU� LW� FRQVLGHUV� �L�� GHWHUPLQDQWV� RI� VRFLDO� FKDQJH� �L�H�
IDFWRUV�RI�VRFLDO�PRELOLW\��FDXVHV�RI�LQHTXDOLW\�DQG�SRYHUW\����LL�� WKH�HPHUJLQJ�SDWWHUQV�RI
VRFLDO�VWUDWLILFDWLRQ���LLL��GLYHUJLQJ�LQGLYLGXDO�FRXQWU\�GHYHORSPHQWV�

$PRQJ� KLV� ILQGLQJV� 'U� 0LNKDOHY� FRQFOXGHV� WKDW� HFRQRPLF� UHFHVVLRQ�� LQIODWLRQ� DQG
SULYDWL]DWLRQ�KDYH�LQFUHDVHG�LQHTXDOLW\�DQG�FDXVHG�FKDQJHV�LQ�VRFLDO�UDQNV�DQG�VWDWXV�VR�DV
QHZ�VRFLDO� FODVVHV�KDYH� UHSODFHG�ROG� VWDWXV�JURXSV��$�QHZ�HOLWH�DQG� D�PLGGOH� FODVV�KDYH
HPHUJHG�DORQJVLGH�WKH�VRFLDOO\�GHSULYHG��7KHVH�SURFHVVHV�FRQVLGHUDEO\�GLIIHU�EHWZHHQ�WKH
IDVWHU�DGYDQFLQJ�UHIRUPHUV�LQ�&HQWUDO�(XURSH�DQG�WKH�&,6�FRXQWULHV�RI� WKH�)RUPHU�6RYLHW
8QLRQ�� &HQWUDO� (XURSH� VKRZV� PXFK� OHVV� VRFLDO� VWUDWLILFDWLRQ� WKDQ� WKH� )68�� 6RFLDO
SRODUL]DWLRQ� KROGV� EDFN� HFRQRPLF� SURVSHULW\�� FDXVHV� VRFLDO� WHQVLRQ� DQG� KLQGHUV� KXPDQ
GHYHORSPHQW��%DVHG�RQ�WKLV�DQDO\VLV�RI�WUHQGV�DQG�FDXVHV�RI�VRFLDO�VWUDWLILFDWLRQ�'U�0LNKDOHY
IRUPXODWHV� HFRQRPLF� DQG� VRFLDO� SROLF\� DSSURDFKHV� FRQGXFLYH� WR� SRYHUW\� DOOHYLDWLRQ�� VRFLDO
LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ��+H�HPSKDVL]HV� WKH�LPSRUWDQFH�RI�SROLFLHV�SURPRWLQJ�VRFLDO
PRELOLW\�� HQWUHSUHQHXUVKLS�� HPSOR\PHQW� DQG� VNLOOV� DV� D� PDMRU� ZD\� RI� LPSURYLQJ� OLYLQJ
VWDQGDUGV�RI�WKH�ZRUNLQJ�SRSXODWLRQ��6XFK�SROLFLHV�PXVW�EH�VXSSRUWHG�E\�HIIHFWLYH�VDIHW\�QHWV
IRU�FKLOGUHQ��WKH�HOGHUO\�DQG�RWKHU�VRFLDOO\�YXOQHUDEOH�JURXSV�

0DWWL�3RKMROD
2IILFHU�LQ�&KDUJH��D�L���818�:,'(5

6HSWHPEHU�����
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7KH� DXWKRU�ZRXOG� OLNH� WR� WKDQN�*LRYDQQL�$QGUHD�&RUQLD��0DWWL� 3RKMROD�� 7RQ\�$GGLVRQ�
5LFKDUG�$XW\�DQG�WKH�ZKROH�WHDP�RI�FRQWULEXWRUV�WR�WKH�818�:,'(5�SURMHFW�RQ�,QFRPH
'LVWULEXWLRQ� DQG� 6RFLDO� 6WUXFWXUH� GXULQJ� WKH� 7UDQVLWLRQ� IRU� YDOXDEOH� FRPPHQWV� DQG
VXJJHVWLRQV�RQ�WKLV�SDSHU�

6HFUHWDULDO�VXSSRUW�E\�-DQLV�9HKPDDQ�.UHXOD�LV�JUDWHIXOO\�DSSUHFLDWHG�
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7KH� WUDQVLWLRQ� WR� D�PDUNHW� HFRQRP\� LQ� (DVWHUQ� (XURSH� DQG� WKH� )RUPHU� 6RYLHW�8QLRQ
�)68�� KDV� EHHQ� DVVRFLDWHG� ZLWK� JUHDWHU� LQHTXDOLW\� DQG� VRFLDO� VWUDWLILFDWLRQ�� /LYLQJ
VWDQGDUGV�KDYH�IDOOHQ�IRU� WKH�PDMRULW\�RI�SHRSOH��XQHPSOR\PHQW�DQG�SRYHUW\�DUH�KLJK�
WKH�GLVWULEXWLRQ�RI�DVVHWV�DQG�HDUQLQJV�KDV� FKDQJHG� UDGLFDOO\�� DQG� VRFLDO� EHQHILWV� KDYH
IDOOHQ��7KH�VRFLDO�GLVWDQFH�EHWZHHQ�WKH�
ZLQQHUV
�DQG�
ORVHUV
�RI�WKH�UHIRUPV�KDV�ZLGHQHG
GUDPDWLFDOO\�� 7KLV� SDSHU� SUHSDUHG� ZLWKLQ� WKH� 818�:,'(5� SURMHFW� RQ� 
,QFRPH
'LVWULEXWLRQ� DQG� 6RFLDO� 6WUXFWXUH� GXULQJ� WKH� 7UDQVLWLRQ
� DQDO\VHV� WUHQGV� LQ� VRFLDO
VWUDWLILFDWLRQ�DQG�WKHLU�FDXVHV�ZLWK�WKH�DLP�RI�GUDZLQJ�VRFLDO�SROLF\�FRQFOXVLRQV�

6RFLDO� VWUXFWXUHV� KDYH� EHHQ� GHHSO\� DIIHFWHG� E\� PDFURHFRQRPLF� DQG� VRFLDO�VHFWRU
UHIRUPV��3ULYDWL]DWLRQ�VKLIWHG�DVVHWV�WRZDUGV�WKH�ZHDOWK\�ZKLOH�FKDQJHV�LQ�ODERXU�PDUNHWV
KDYH�OHG�WR�WKH�ULVH�LQ�HDUQLQJV�LQHTXDOLW\�� ,Q�WKH�SUHWUDQVLWLRQDO�VRFLDOLVW�VRFLHWLHV�ZKLFK
ZHUH� VWUDWLILHG� LQWR� 
VWDWXV�JURXSV
�ZKHUH� VRFLDO� FDSLWDO� UDWKHU� WKDQ� HFRQRPLF� FDSLWDO²
DQG�VRFLDO�QHWZRUNV�UDWKHU� WKDQ�PDUNHW�SRZHU²GHWHUPLQHG�D�SHUVRQ
V�VWDWXV��:LWK� WKH
WUDQVLWLRQ�� SHRSOH
V� SURVSHFWV� LQ� OLIH� DUH� EHLQJ� LQFUHDVLQJO\� GHWHUPLQHG� E\� WKHLU
SRVVHVVLRQ� RI� DVVHWV�� JRRGV� DQG� LQFRPH� RSSRUWXQLWLHV�� 7KLV� VWXG\� FRQVLGHUV� HPHUJLQJ
VRFLDO�FODVVHV�DQG�JURXSV²D�QHZ�HOLWH²WKH�SURGXFW�RI� ULVLQJ�FDSLWDOLVP��DQG� WKH�QHZ
FRPPHUFLDO�� PDQDJHULDO�� DQG� SURIHVVLRQDO� PLGGOH� FODVVHV�� 7KH� ODUJH� PDMRULW\� RI� WKH
SRSXODWLRQ�� KRZHYHU�� FRQVLVWV� RI� EOXH�FROODU� ZRUNHUV�� IDUPHUV�� DQG� VWDWH�VHFWRU
HPSOR\HHV�EHDULQJ�WKH�VRFLDO�FRVWV�RI�WKH�WUDQVLWLRQ��7KH�ERWWRP�RI�WKH�VRFLDO�KLHUDUFK\
KDV�HQODUJHG�GXH�WR�D�FRQVLGHUDEOH�QXPEHU�RI�VRFLDOO\�GHSULYHG�DQG�PDUJLQDOL]HG�SHRSOH
ZKR�IHOO�LQWR�ORQJ�WHUP�SRYHUW\�

7KH�VORZO\�UHIRUPLQJ�HFRQRPLHV�RI�WKH�)68�KDYH�SDUWLFXODUO\�KLJK�LQHTXDOLW\�DQG�VRFLDO
SRODUL]DWLRQ��&HQWUDO�(XURSH
V�WUDQVLWLRQ�FRXQWULHV�KDYH�VKRZQ�VPDOOHU�LQFUHDVHV�LQ�LQFRPH
LQHTXDOLW\�� 0DQ\� SURIHVVLRQDO� ZRUNHUV� WKHUH�� HVSHFLDOO\� WKH� \RXQJ� KDYH� VXFFHVVIXOO\
HQWHUHG�WKH�PDUNHW�HFRQRP\��,Q�FRQWUDVW��DQ�H[WUHPHO\�ZHDOWK\�DQG�SRZHUIXO�HFRQRPLF
HOLWH�KDV�HPHUJHG�LQ�5XVVLD�DQG�VRPH�RWKHU�)68�FRXQWULHV�DPLGVW�LPSRYHULVKPHQW�DQG
GHSULYDWLRQ�RI�D�ODUJH�SDUW�RI�WKH�SRSXODWLRQ�

6RFLDO� SRODUL]DWLRQ� KDV� ODUJH� HFRQRPLF� FRVWV�� 7KXV�� D� PRUH� DFWLYH� VRFLDO� SROLF\²
SURPRWLQJ�EHWWHU� OLYHOLKRRGV�DQG�PRUH�LQYHVWPHQW� LQ�KXPDQ�FDSLWDO²FRXOG�KDYH� ODUJH
HFRQRPLF� UHWXUQV�� %XW� WKHUH� LV� DOVR� D� QHHG� IRU� PRUH� HIIHFWLYH� SXEOLF� WUDQVIHUV� DQG
LQFRPH�UHGLVWULEXWLRQ�SROLFLHV�WR�DOOHYLDWH�DQG�UHGXFH�SRYHUW\��6RFLDO�FRKHVLRQ�FDQQRW�EH
LJQRUHG�
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7UDQVIRUPDWLRQ� RI� VRFLDO� VWUXFWXUHV� LQ� FRXQWULHV� RI� &HQWUDO� DQG� (DVWHUQ� (XURSH� DQG� WKH
)RUPHU� 6RYLHW� 8QLRQ� XQGHUJRLQJ� WUDQVLWLRQ� IURP� VWDWH� VRFLDOLVP� WR� PDUNHW� HFRQRPLHV
UHTXLUHV� XQGHUVWDQGLQJ� RI� GHWHUPLQDQWV� RI� WKH� FKDQJH�� HYROYLQJ� SDWWHUQV� RI� VRFLDO
VWUDWLILFDWLRQ�� DQG� IRUPXODWLRQ� RI� UHOHYDQW� SROLF\� DSSURDFKHV� FRQGXFLYH� WR� VXVWDLQDEOH
VRFLDO�GHYHORSPHQW�DQG�VRFLDO� FRKHVLRQ��7KLV�SDSHU�KDV�EHHQ�SUHSDUHG� IRU� WKH�SURMHFW�RQ

,QFRPH�'LVWULEXWLRQ�DQG�6RFLDO�6WUXFWXUH�GXULQJ�WKH�7UDQVLWLRQ
�EHLQJ�LPSOHPHQWHG�ZLWKLQ
WKH� UHVHDUFK� SURJUDPPH� RI� 818�:,'(5� GXULQJ� �������� ,WV� SXUSRVH� LV� WR� VXPPDUL]H
DYDLODEOH� HYLGHQFH� RQ� D� QXPEHU� RI� WKHVH� LVVXHV�� VHW� RXW� D� UHVHDUFK� DJHQGD� DQG� SUHVHQW
SUHOLPLQDU\�ILQGLQJV�DQG�K\SRWKHVLV�

7KH� WUDQVLWLRQ� WR� D� PDUNHW� HFRQRP\� KDV� HQWDLOHG� D� PRYH� IURP� ODUJHO\� HJDOLWDULDQ� VRFLDO
VWUXFWXUHV�WR�JUHDWHU�LQHTXDOLW\�DQG�VRFLDO�VWUDWLILFDWLRQ��7KH�KLJK�HFRQRPLF�DQG�VRFLDO�FRVWV
RI� WKH� UHIRUPV�� UDGLFDO� VKLIWV� LQ� GLVWULEXWLRQ� RI� DVVHWV�� LQFUHDVHV� LQ� HDUQLQJV� LQHTXDOLW\�
FKDQJHV�RI�ZHOIDUH�UHJLPHV��LQ�PDQ\�FDVHV�DVVRFLDWHG�ZLWK�GHFOLQH�LQ�PDMRU�VRFLDO�EHQHILWV�
UHVXOWHG�LQ�WKH�UHUDQNLQJ�RI�UHODWLYH�LQFRPH�SRVLWLRQV�DQG�VRFLDO�VWDWXV�RI�PDQ\�VRFLDO�DQG
SURIHVVLRQDO� JURXSV�� 2QH� RI� WKH� PRVW� LPSRUWDQW� RXWFRPHV� RI� WKH� WUDQVLWLRQ� KDV� EHHQ
LQFUHDVLQJ�VRFLDO�GLVWDQFH�EHWZHHQ� WKH� 
ZLQQHUV
� DQG� 
ORVHUV
�RI� WKH� UHIRUPV� �+DJJDUG�DQG
.DXIPDQ�������+HOOPDQ�������

7KH�H[WHQW�RI�HFRQRPLF�DQG�ZHOIDUH�FULVLV�H[SHULHQFHG�E\�PRVW�FRXQWULHV�LQ�WUDQVLWLRQ�KDV
EHHQ� IDU� KLJKHU� WKDQ� FRXOG� EH� LQLWLDOO\� DQWLFLSDWHG�� 7KH� FROODSVH� RI� WKH� FHQWUDOO\� SODQQHG
HFRQRPLF� V\VWHP� FRPELQHG� ZLWK� PDMRU� V\VWHPLF� FKDQJH� UHVXOWHG� LQ� PDVVLYH� HFRQRPLF
GHFOLQH� DQG� D� IDOO� LQ� OLYLQJ� VWDQGDUGV�� 7KH� HOLPLQDWLRQ� RI� SULFH� FRQWUROV� IROORZHG� E\� KLJK
LQIODWLRQ�� WKH� OLEHUDOL]DWLRQ� RI� ZDJHV�� WKH� DSSHDUDQFH� RI� XQHPSOR\PHQW� WRJHWKHU� ZLWK
SULYDWL]DWLRQ�RI�VWDWH�SURSHUWLHV�SXW�DW�D�GLVDGYDQWDJHG�SRVLWLRQ�D�ZLGH�JURXS�RI� WKH�VRFLHW\
�1HOVRQ��������7KH�GHFOLQH� LQ�SURGXFWLRQ��ZKLFK�DIIHFWHG�SDUWLFXODUO\� WKH�SXEOLF�VHFWRU�DQG
QRQ�FRPSHWLWLYH�ODUJH�VFDOH�LQGXVWULHV�ZDV�H[DFHUEDWHG�E\�ODFN�RI�SURJUHVV�LQ�HVWDEOLVKLQJ�WKH
QHFHVVDU\�LQVWLWXWLRQDO�HQYLURQPHQW�IRU�WKH�GHYHORSPHQW�RI�WKH�SULYDWH�VHFWRU�HFRQRP\��1RUWK
������ 3ROLVKFKXN� ������� 7KH� RXWFRPH� KDV� EHHQ� PDVVLYH� LQIRUPDOL]DWLRQ� RI� WKH� HFRQRP\
ZKHUH� WKH� LQIRUPDO� VHFWRU� LV� DEVRUELQJ� DQ� LQFUHDVLQJ�SURSRUWLRQ�RI� WKH� HFRQRPLFDOO\� DFWLYH
SRSXODWLRQ�

7KH� KHUHWRIRUH� XQNQRZQ� ULVH� LQ� LQFRPH� LQHTXDOLW\� LQ� VRPH� FRXQWULHV� KDV� LQWURGXFHG� VKDUS
FRQWUDVWV�EHWZHHQ�H[SDQGLQJ�SRYHUW\��DQG�FRQFHQWUDWLQJ�ZHDOWK�LQ�WKH�KDQGV�RI�RQO\�D�IHZ�
2YHU������DQG���������WKH�QXPEHU�RI�WKH�SRRU�LQ����FRXQWULHV�RI�WKH�UHJLRQ�URVH�WZHOYHIROG
IURP� QHDUO\� ��� PLOOLRQ�� RU� DERXW� IRXU� SHU� FHQW� RI� WKH� SRSXODWLRQ�� WR� ���� PLOOLRQ�� RU
DSSUR[LPDWHO\����SHU�FHQW��81'3������������8QHPSOR\PHQW�URVH�ZLWK�D�IHZ�H[FHSWLRQV�WR
������ SHU� FHQW� �&RPPDQGHU� DQG� 7ROVWRSLDWHQNR� ������� 0RUH� VRFLDO� KDUGVKLSV� KDYH� EHHQ
LQIOLFWHG�RQ�WKH�SRSXODWLRQ�RI�5XVVLD�DQG�RWKHU�FRXQWULHV�RI�WKH�)RUPHU�6RYLHW�8QLRQ��)68�
E\� WKH�GHHS�FULVLV� WKDW� VKRRN� ORFDO�HFRQRPLHV� LQ� WKH� VHFRQG�KDOI�RI�������/LYLQJ� VWDQGDUGV
KDYH�SOXQJHG�IXUWKHU�DIWHU� MXVW� ILUVW�VLJQV�RI� WKHLU� VWDELOL]DWLRQ��7KH�GHWHULRUDWLRQ�RI�ZHOIDUH
PDQLIHVWHG� LWVHOI� LQ� DQ� XQSUHFHGHQWHG� PRUWDOLW\� FULVLV� ZLWK� DGGLWLRQDO� GHDWKV� UHDFKLQJ� �
PLOOLRQ� RYHU� WKH� �������� SHULRG� DORQH� �&RUQLD� DQG� 3DQLFFLj� ������� $W� WKH� VDPH� WLPH� WKH
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QHZO\� SURVSHURXV� HOLWHV� KDYH�PDQDJHG� WR� FRQVROLGDWH� FRQVLGHUDEOH� HFRQRPLF� DQG� SROLWLFDO
SRZHU�

:LWK�LPSRUWDQW�VLPLODULWLHV�LQ�VRFLDO�FRQVHTXHQFHV�RI�WKH�WUDQVLWLRQ��WKH�LQWHQVLW\��WLPLQJ�DQG
FDXVHV� RI� WKLV� FKDQJH� LQ� LQGLYLGXDO� FRXQWULHV� KDYH� EHHQ� IDU� IURP� XQLIRUP�� 7KH� &HQWUDO
(XURSHDQ� FRXQWULHV� KDYH� H[SHULHQFHG� VPDOOHU� LQFUHDVHV� RI� LQFRPH� GLVSDULW\�� ORZHU� SRYHUW\
UDWHV�� DQG� SRVVLEO\� OHVV� UDGLFDO� VKLIWV� LQ� VRFLDO� VWUXFWXUH� DV� FRPSDUHG� WR� WKH� )RUPHU�6RYLHW
8QLRQ�DQG�6RXWK�(DVWHUQ�(XURSH��,Q�D�KLVWRULFDOO\�YHU\�VKRUW�SHULRG�WKH�FRXQWULHV�RI�WKH�)68
KDYH� DFTXLUHG� VWURQJO\� XQHTXDO� SDWWHUQV� RI� LQFRPH� GLVWULEXWLRQ� VLPLODU� WR� WKRVH� RI� KLJK�
LQHTXDOLW\� HFRQRPLHV� RI� /DWLQ� $PHULFD� �0LODQRYLF� ������ &RUQLD� ����� DQG� ������
&RQVHTXHQWO\�� WKH� HPHUJLQJ� VRFLDO� VWUXFWXUH� LV� FKDUDFWHUL]HG� E\� H[WUHPH� SRODUL]DWLRQ
EHWZHHQ� D� WLQ\�QHZO\�SURVSHURXV� HOLWH� DQG� WKH�PDVV�RI� LPSRYHULVKHG� SRSXODWLRQ�� 6XFK� D
SDWWHUQ�RI� VRFLDO� VWUDWLILFDWLRQ�KLQGHUV� FRQVROLGDWLRQ�RI� WKH�PLGGOH� FODVV� DQG�KHQFH� VRFLDO
FRKHVLRQ�

,Q� WKLV� SDSHU� ,� DQDO\VH� QHZ� GHWHUPLQDQWV� RI� VRFLDO� VWUDWLILFDWLRQ� HPHUJHQW� ZLWK� WKH
WUDQVLWLRQ�DQG�WKH�LPSDFW�RI�GLIIHUHQW�UHIRUP�VWUDWHJLHV�RQ�LQHTXDOLW\�DQG�LQFUHDVLQJ�LQWHU�
FRXQWU\�GLYHUJHQFH� LQ� VRFLDO� VWUXFWXUHV��7KLV� DQDO\VLV� LV� IROORZHG�E\�GLVFXVVLRQ�RI�PDMRU
VRFLDO� FODVVHV� DQG� JURXSV� RI� WUDQVLWLRQDO� VRFLHWLHV�� WKH� QHZ� HOLWH� �QHZ� FDSLWDOLVWV� UDQJLQJ
IURP�SURILWVHHNHUV�WR�UHQWVHHNHUV��EXUHDXFUDWV��PDQDJHUV���WKH�PLGGOH�FODVV��SURIHVVLRQDOV�
PDQDJHUV�DQG�VPDOO�HQWUHSUHQHXUV���WKH�ZRUNLQJ�FODVV��WKH�SRRU�DQG�VRFLDOO\�GHSULYHG��7KH
SDSHU�FRQFOXGHV�E\�DQ�RYHUYLHZ�RI�SROLF\�SULRULWLHV�FRQGXFLYH� WR�JUHDWHU� HTXDOLW\�� VRFLDO
LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ�
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7KH�HVVHQWLDO�FKDUDFWHULVWLFV�RI�WKH�HFRQRPLF�RUJDQL]DWLRQ�DQG�UHGLVWULEXWLYH�V\VWHP��ZKLFK
GHILQHG�VRFLDO�VWUXFWXUHV�LQ�VRFLDOLVW�FRXQWULHV�EHIRUH�WKH�WUDQVLWLRQ��LQFOXGHG�

�� VWDWH�RZQHUVKLS�RI�WKH�PHDQV�RI�SURGXFWLRQ

�� IXOO�HPSOR\PHQW

�� ODERXU�ZDJHV�HDUQHG�DW�VWDWH�HQWHUSULVHV�DV�D�SULQFLSDO�VRXUFH�RI�LQFRPH

�� LQFRPH�OHYHOOLQJ�SROLF\�ZKLFK�GLG�QRW�HQFRXUDJH�DFFXPXODWLRQ�RI�LQGLYLGXDO�ZHDOWK

�� SHUYDVLYH�V\VWHP�RI�SXEOLF�WUDQVIHUV�SURYLGLQJ�HYHU\ERG\�ZLWK�EDVLF�VRFLDO�VHUYLFHV�DQG
EHQHILWV�

8QGHU�VXFK�FRQGLWLRQV�VRFLDO�VWUXFWXUHV�ZHUH�FKDUDFWHUL]HG�E\�YHU\�OLPLWHG�SULYDWH�SURSHUW\
RZQHUVKLS�� KLJK� ODERXU� IRUFH� SDUWLFLSDWLRQ� UDWH� �LQFOXGLQJ� ZRPHQ�� ZLWK� HPSOR\PHQW
SUHGRPLQDQWO\�DW�VWDWH�VHFWRU�HQWHUSULVHV��HJDOLWDULDQ�VWUXFWXUH�RI� LQFRPH�GLVWULEXWLRQ�ZLWK
ORZ�OHYHOV�RI�LQHTXDOLW\��7KH�FRQWURO�RI�WKH�HFRQRP\�E\�WKH�VWDWH�HVVHQWLDOO\�GLPLQLVKHG�WKH
LPSRUWDQFH� RI� WKH� RZQHUVKLS� RI� WKH� PHDQV� RI� SURGXFWLRQ� DV� WKH� EDVLF� GHILQLWLRQDO
GLVWLQFWLRQ�RI� VRFLDO� FODVVHV� �6áRPF]\ VNL�DQG�6KDEDG�������������7KH� FODVV� VWUXFWXUH�RI
VRFLHWLHV� XQGHU� VWDWH� VRFLDOLVP� GLG� QRW� VWULFWO\� FRUUHVSRQG� WR� WKH� GLYLVLRQ� RI� HFRQRPLF
SRZHU��7KH�ZLGHO\�VKDUHG�XQGHUVWDQGLQJ�E\�0DU[LVW�DQG�PRVW�RWKHU�VRFLDO�VFLHQWLVWV�LV�WKDW
PDMRU� FODVVHV� H[LVWLQJ� LQ� VRFLDOLVW� VRFLHWLHV� DUH� ZRUNLQJ� FODVV�� SHDVDQWV� DQG� ZKLWH�FROODU
ZRUNHUV��LQWHOOLJHQWVLD���&RQQRU��������������

6]HOHQ\L� DQG� .RVWHOOR� ������� FKDUDFWHUL]H� WKH� VRFLDOLVW� HFRQRPLHV� SULRU� WR� WUDQVLWLRQ� DV
UHGLVWULEXWLYHO\�LQWHJUDWHG��7KH�DYHUDJH�OHYHO�RI�FDVK�LQFRPHV�ZDV�JHQHUDOO\�ORZ�DQG�EDUHO\
DERYH�VXEVLVWHQFH�PLQLPXP�EXW�EDVLF�IRRG�DQG�FRQVXPHU�JRRGV�ZHUH�KHDYLO\� VXEVLGL]HG
DQG�HVVHQWLDO�VRFLDO�VHUYLFHV�LQFOXGLQJ�HGXFDWLRQ��KHDOWK�FDUH�DQG�KRXVLQJ�ZHUH�GLVWULEXWHG
IUHH� RI� FKDUJH�� (YHQ� ZLWK� WKH� H[LVWHQFH� RI� XQRIILFLDO� ZD\V� RI� VXSSOHPHQWLQJ� LQFRPH
LQHTXDOLWLHV� LQ�FRXQWULHV�RI�(DVWHUQ�(XURSH�DQG� LQ� WKH�6RYLHW�8QLRQ�ZHUH�PXFK�QDUURZHU
WKDQ�LQ�WKH�ZHVWHUQ�FDSLWDOLVW�ZRUOG��'DYLV�DQG�6FDVH�������/DQH�������

8VLQJ�0D[�:HEHU
V� DSSURDFK�� VRFLDO� VWUDWLILFDWLRQ� LQ� WKH� SUHWUDQVLWLRQ� VRFLHWLHV� PD\� EH
FRQVLGHUHG�DV�VWUDWLILFDWLRQ�LQWR�
VWDWXV�JURXSV
�UDWKHU�WKDQ�LQWR�FODVVHV��:HEHU������������
0DUNHW�PHFKDQLVPV� WKHUH�ZHUH� VXSSUHVVHG�� VR� WKDW� WKH\� FRXOG� QRW� GHYHORS� WR� WKH� H[WHQW
DOORZLQJ� UHDO� FODVV� GLYLVLRQV� WR� HPHUJH��5HODWLRQVKLSV� EDVHG� RQ� UHFLSURFLW\� SOD\HG�PRUH
LPSRUWDQW� UROH� WKDQ� WKDW� RI� WKH� PDUNHW�� 6RFLDO� GLYLVLRQV� LQ� WKHVH� VRFLHWLHV� QHYHUWKHOHVV
H[LVWHG�EXW�WKH\�ZHUH�EDVHG�RQ�VRFLDO�QHWZRUNV�DQG�SROLWLFDO�SRZHU�GHWHUPLQLQJ�DOORFDWLRQ
DQG� UHGLVWULEXWLRQ� RI� UHVRXUFHV� DFFRUGLQJ� WR� D� ULJLG� V\VWHP� RI� UDQNV� DQG� VWDWXV�� 6WDWXV
SRVLWLRQV�ZHUH�DVVRFLDWHG�QRW�ZLWK�PDUNHW�SRZHU�EXW�ZLWK�EHLQJ�SDUW�RI�D�JURXS��WR�ZKLFK
DFFHVV� ZDV� UHVWULFWHG� E\� VRFLDO� QHWZRUNV�� 7KXV� VWDWXV� LQ� SUHWUDQVLWLRQDO� VRFLHWLHV� ZDV
GHWHUPLQHG�E\�SRVVHVVLRQ�RI�
VRFLDO�FDSLWDO
�UDWKHU�WKDQ�HFRQRPLF�FDSLWDO�
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6RFLDO�LQHTXDOLWLHV�LQ�SUHWUDQVLWLRQDO�VRFLDOLVW�VRFLHWLHV�EHFDPH�PRUH�HYLGHQW�DQG�FRPSOH[
LQ�WKH�FRXUVH�RI�PRGHUQL]DWLRQ�DV�D�UHVXOW�RI�ZKLFK�WKH\�ZHUH�LQFUHDVLQJO\�EHFRPLQJ�PL[HG
HFRQRPLHV� LQFRUSRUDWLQJ�PRUH�HOHPHQWV�RI�PDUNHW�EDVHG� UHODWLRQVKLSV�� HYHQ� LI�SUHYDLOLQJ
LQ� WKH� H[SDQGLQJ� VKDGRZ� UDWKHU� WKDQ� RIILFLDO� HFRQRP\�� 6WDWXV� GHWHUPLQDQWV� LQFUHDVLQJO\
LQFRUSRUDWHG�HFRQRPLF��SROLWLFDO�DQG�VRFLDO�FRPSRQHQWV��+RZHYHU�GXH�WR�QRQ�PDUNHW�QDWXUHV
RI� WKH� HFRQRPLHV� SROLWLFDO� FRPSRQHQWV� DFTXLUHG� D� GLVSURSRUWLRQDO� VLJQLILFDQFH�� LQ� VRPH
VRFLDOLVW� FRXQWULHV� WR� D� JUHDWHU� H[WHQW� WKDQ� LQ� RWKHUV�� ,Q� (DVWHUQ� (XURSHDQ� FRXQWULHV� WKHVH
FRPSRQHQWV�ZHUH�PRUH�EDODQFHG�ZKLOH�LQ�WKH�6RYLHW�8QLRQ�DFFRUGLQJ�WR�7DWLDQD�=DVODYVND\D
DOO�WKHVH�IDFWRUV�ZHUH�UHGXFHG�WR�D�SROLWLFDO�FRPSRQHQW��=DVODYVND\D��������6RFLDO�VWDWXV�WKHUH
WRWDOO\� GHSHQGHG� RQ� RQH
V� SODFH� LQ� SRZHU� KLHUDUFK\� IURP� WKH� WRS� OHYHO� RI� WKH� SDUW\
QRPHQFODWXUD�WR�HYHU�ORZHU�OHYHOV�RI�EXUHDXFUDF\�ZLWK�RUGLQDU\�FLWL]HQV�DW�WKH�YHU\�ERWWRP�RI
VRFLDO�UDQNLQJ��3ROLWLFDO�SRZHU�ZDV�WKH�VRXUFH�RI�SULYLOHJHV�RI�WKH�VRYLHW�QRPHQFODWXUD��ZKLFK
IRUPHG�D�FOHDU�VWDWXV�JURXS��UDWKHU�WKDQ�FODVV��ZLWK�LWV�GLVWLQFW�YLUWXHV��SULYLOHJHV��REOLJDWLRQV�
IXQFWLRQV��DQG�OLIHVW\OH�PDUNLQJ�LWV�SRVLWLRQ�LQ�VRFLHW\��3LLUDLQHQ�����������

$�GLVWLQFWLYH� LPSRUWDQW� SDUW� RI�QRPHQFODWXUD� FRQVLVWHG� RI�PDQDJHUV� RI� VWDWH� HQWHUSULVHV�
ZKR� DOWKRXJK� QRW� EHLQJ� RZQHUV� RI� WKH�PHDQV� RI� SURGXFWLRQ�� H[HUFLVHG� HVVHQWLDO� FRQWURO
RYHU� WKHLU� XWLOL]DWLRQ�� 0LGGOH� OHYHO� PDQDJHUV� ZHUH� ORZHU� LQ� WKH� KLHUDUFK\�� 8QOLNH� WRS
PDQDJHUV� WKH\�KDG�QR�FRQWURO�RYHU� WKH�XVH�RI�PHDQV�RI�SURGXFWLRQ�EXW� LQVWHDG�H[HUFLVHG
GLUHFW� VXSHUYLVLRQ� RYHU� ODERXU� �6áRPF]\ VNL� DQG� 6KDEDG� ������ ������ 1RPHQFODWXUD
SRVLWLRQV�ZHUH� DFKLHYHG� DFFRUGLQJ� WR� UXOHV�� QRUPV� DQG� SROLFLHV�ZKLFK�PDGH� WKHVH� VRFLDO
JURXSV�LQFUHDVLQJO\�FORVHG�ZLWK�FKDQQHOV�RI�XSZDUG�PRELOLW\� IRU� WKH�PRVW�SDUW� UHVWULFWHG�
7KH� KLJKHU� JURXSV� LQ� WKH� VRFLDO� KLHUDUFK\� KDG� D� WHQGHQF\� RI� EHFRPLQJ� FDVWHV� �6WDULNRY
�������1RPHQFODWXUD�VWDWXV�OHG�WR�KRQRXU�DQG�SUHVWLJH�ZLWK�QHFHVVDU\�DWWULEXWHV�RI�OLIHVW\OH
DQG�HOLWH�FRQVXPSWLRQ�VXSSRUWHG�E\�YDULRXV�SHUNV�

:LWKLQ�WKH�RYHUZKHOPLQJ�PDMRULW\�RI�RUGLQDU\��QRW�SDUWLFXODUO\�ZHOO�RII��FLWL]HQV�ZKR�GLG
QRW�EHORQJ�WR�QRPHQFODWXUD�VRFLDO�GLVWLQFWLRQV�ZHUH�GHWHUPLQHG�QRW�VR�PXFK�E\�LQFRPH�RU
DVVHW�RZQHUVKLS�EXW�UDWKHU�E\�OHYHO�RI�HGXFDWLRQ�DQG�TXDOLILFDWLRQ�RI�ODERXU��3URIHVVLRQDOV
DQG� LQWHOOHFWXDOV� JHQHUDOO\� HQMR\HG� D� KLJKHU� VRFLDO� VWDWXV� DQG� RFFXSLHG�PRUH� SUHVWLJLRXV
SRVLWLRQV�DOWKRXJK�WKHLU�LQFRPH�ZDV�QRW�QHFHVVDULO\�KLJKHU�WKDQ�WKDW�RI�WKH�ZRUNLQJ�FODVV�
2Q�WKH�RWKHU�KDQG�� WKH�RIILFLDO�FRPPXQLVW� LGHRORJ\�DWWULEXWHG�KLJK�LPSRUWDQFH�WR�PDQXDO
ODERXU�ZRUNHUV�ZKR�UHSUHVHQWHG�D�VRFLDO�EDVH�RI�WKH�FRPPXQLVW�SDUW\�DQG�ZHUH�UHJDUGHG�DV
SROLWLFDOO\� PRUH� UHOLDEOH� WKDQ� LQWHOOHFWXDOV�� 3DUW� RI� KLJKHU�VNLOOHG� ODERXU� HOLWH� HQMR\HG� D
SULYLOHJHG�VRFLDO�VWDWXV�

3HDVDQWU\�LQ�WKH�IRUPHU�VRFLDOLVW�VRFLHWLHV�KDG�PRUH�GLVWLQFWLYH�FODVV�FKDUDFWHULVWLFV��,Q�WKH
6RYLHW� FROOHFWLYL]HG� V\VWHP� IDUPHUV� RFFXSLHG� D� FOHDUO\� LQIHULRU� SRVLWLRQ� EHLQJ
GLVFULPLQDWHG� DJDLQVW� LQGXVWULDO� ZRUNHUV� LQ� WKH� ZDJH� UHPXQHUDWLRQ� DQG� FDVK� WUDQVIHU
EHQHILWV��(YHQ�PRUH�PDUNHG�GLVWLQFWLRQV�RI�SHDVDQWU\�DV�D�VRFLDO�FODVV�H[LVWHG�LQ�FRXQWULHV�
ZKLFK�KDG�SUHVHUYHG�SULYDWH�ODQG�RZQHUVKLS��H�J���LQ�3RODQG��

0RUH�VRFLDO�GLYLVLRQV�HPHUJHG�LQ�WKH�ODVW�GHFDGH�RI�FRPPXQLVW�UXOH�ZKHQ�SULYDWH�DFWLYLWLHV
RQ� D� OLPLWHG� VFDOH� ZHUH� DOORZHG� DQG� VKDGRZ� HFRQRPLF� DFWLYLWLHV� H[SDQGHG� RQ� DQ� HYHU
LQFUHDVLQJ� VFDOH��3OD\HUV� LQ� WKH� VHFRQG�HFRQRP\�EHJDQ� WR� HDUQ�KLJKHU� LQFRPHV� FKDQJLQJ
FRQVLGHUDEO\�WKHLU�OLIHVW\OHV��LQFOXGLQJ�DFFHVV�WR�EHWWHU�KRXVLQJ�DQG�DYDLODELOLW\�RI�FDUV�DQG
RWKHU�FRQVXPHU�JRRGV�ZKLFK�XVHG�WR�EH�UHJDUGHG�DV�OX[XU\�E\�WKH�PDMRULW\�RI�WKH�VRFLHW\
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�6]HOHQ\L�DQG�.RVWHOOR�������������6XFK�SURFHVVHV�LQWHQVLILHG�LQ�WKH�����V��SDUWLFXODUO\�LQ
&HQWUDO�(XURSH� DQG�E\� WKH� ODWH�����V� LQ� WKH�6RYLHW�8QLRQ��<RXQJ� HQJLQHHUV�� SDUW� RI� WKH
QRPHQFODWXUD� RIIVSULQJ�� ZKR� RSWHG� WR� PRYH� LQWR� VHOI�HPSOR\PHQW�� WRRN� QHZ� EXVLQHVV
RSSRUWXQLWLHV�DQG�HQJDJHG�LQ�WKH�SURFHVV�RI�HDUO\�FDSLWDO�DFFXPXODWLRQ�LQ�ERWK�VHPL�RIILFLDO
DQG� VKDGRZ� HFRQRPLHV�� 7KXV� SULRU� WR� WKH� EHJLQQLQJ� RI� UDGLFDO� PDUNHW�RULHQWHG� UHIRUPV
IRUPHU�VRFLDOLVW�VRFLHWLHV�ZHUH�DOUHDG\�DFTXLULQJ�LPSRUWDQW�HOHPHQWV�RI�PDUNHW�HFRQRPLHV
DQG�ZLWK�WKHP�FHUWDLQ�IHDWXUHV�RI�D�FODVV�VRFLHW\�

3RYHUW\�DQG�H[FOXVLRQ�LQ�WKH�SUHUHIRUP�SHULRG�ZDV�OLPLWHG�WR�FHUWDLQ�YXOQHUDEOH�FDWHJRULHV�RI
WKH�SRSXODWLRQ��7KHVH�LQFOXGHG�VLQJOH�SDUHQW�IDPLOLHV�RU� ODUJH�IDPLOLHV�ZLWK�PRUH�WKDQ�WKUHH
FKLOGUHQ�RU�ZLWK�RWKHU�GHSHQGDQWV��IRU�LQVWDQFH��D�GLVDEOHG�IDPLO\�PHPEHU��DV�ZHOO�DV�PDLQO\
\RXQJ� IDPLOLHV�ZKHUH� RQH�RI� WKH� SDUHQWV�ZDV� WHPSRUDULO\� QRW�ZRUNLQJ� �RIWHQ� RQ�PDWHUQLW\
OHDYH���2QH�LQFRPH�LQ�D�IDPLO\�ZDV�RIWHQ�LQDGHTXDWH�GXH�WR�ORZ�ZDJH�OHYHOV�DQG�WKH�RIILFLDO
LQFRPH� OHYHOOLQJ� SROLF\�� 6RFLDO� EHQHILWV�� LQFOXGLQJ� PDWHUQLW\� DQG� FKLOGFDUH� DOORZDQFHV�
GLVDELOLW\� SHQVLRQV� DQG� FHUWDLQ� IRUPV� RI� DVVLVWDQFH� SURYLGHG� WR� VLQJOH�SDUHQW� DQG� ODUJH
IDPLOLHV�� ZHUH� EDUHO\� VXIILFLHQW� WR� UDLVH� OLYLQJ� VWDQGDUGV� XS� WR� WKH� OHYHO� RI� VXEVLVWHQFH
�%UDLWKZDLWH��������3HQVLRQHUV�RQ�D�ORZ�SHQVLRQ�OLYLQJ�DORQH�ZHUH�DQRWKHU�KLJK�ULVN�FDWHJRU\
DV�VXFK�SHQVLRQV�ZHUH�XQDEOH�WR�SURYLGH�IRU�D�PLQLPDO�OHYHO�RI�VXEVLVWHQFH�

$QRWKHU� GLVDGYDQWDJHG� VRFLDO� JURXS� FRPSULVHG� ZDJH� HDUQHUV� LQ� SRRUO\�SDLG� RFFXSDWLRQV�
LQFOXGLQJ�HPSOR\HHV�LQ�WKH�UHWDLO�WUDGH��SULPDU\�HGXFDWLRQ��VRPH�EUDQFKHV�RI�OLJKW�LQGXVWU\�DV
ZHOO�DV�ORZHU�VNLOOHG�PHGLFDO�VWDII�DQG�FXOWXUDO��IRU�LQVWDQFH��OLEUDU\�DQG�VRFLDO�FOXE��ZRUNHUV�
)LQDOO\�� WKHUH� KDV� DOZD\V� EHHQ� D� VPDOO� PDUJLQDOL]HG� JURXS� RI� KRPHOHVV� SHRSOH� DQG� WKRVH
UHOHDVHG� IURP� WKH� SHQLWHQWLDU\� V\VWHP� ZLWK� WKH� KLJKHVW� ULVN� RI� SRYHUW\� GXH� WR� VLJQLILFDQW
GLVDGYDQWDJHV�IRU�WKHP�LQ�ILQGLQJ�MREV��JHWWLQJ�KRXVLQJ�DQG�UHVLGHQFH�SHUPLW�
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*HQHUDOO\�VSHDNLQJ�� WKH�SURFHVV�RI� WUDQVLWLRQ�KDV�VXEVWDQWLDOO\�FKDQJHG� WKH� LPSRUWDQFH�RI
PDMRU�GHWHUPLQDQWV�RI�VRFLDO�VWUDWLILFDWLRQ��7UDQVLWLRQ�WR�WKH�PDUNHW�EULQJV�DERXW�GLVWLQFWLYH
VRFLDO� FODVVHV� �DV� RSSRVHG� WR� VWDWXV� JURXSV�� GHILQHG� E\� HFRQRPLF� LQWHUHVWV� LQ� SXUVXLW� RI
SRVVHVVLRQ� RI� DVVHWV�� JRRGV� DQG� RSSRUWXQLWLHV� IRU� LQFRPH� DV� PDMRU� GHWHUPLQDQWV� RI� OLIH
FKDQFHV��$FFRUGLQJ� WR�:HEHU�� LQ�PRGHUQ� VRFLHWLHV� LQHTXDOLWLHV� JHQHUDWHG� E\� WKH�PDUNHWV
WUDQVODWH�LQWR�XQHYHQ�GLVWULEXWLRQ�RI�OLIH�FKDQFHV�DQG�WKXV�SURGXFH�D�PDMRU�VRXUFH�RI�VRFLDO
VWUDWLILFDWLRQ��7KH�VLJQLILFDQFH�RI�LQFRPH��W\SH�RI�HPSOR\PHQW�DQG�SURSHUW\�RZQHUVKLS�DV�D
GHWHUPLQDQW�RI�D�VRFLDO�VWDWXV�KDV�JUHDWO\�LQFUHDVHG�ZKLOH�WKH�UROH�RI�VWDWH�SURYLGHG�ZHOIDUH
DQG�DV�ZHOO� DV�RI�QXPHURXV�SHUNV�DYDLODEOH� WR� IRUPHUO\�SULYLOHJHG�JURXSV�KDV�GUDVWLFDOO\
GLPLQLVKHG� RU� FHDVHG� WR� H[LVW��:LWK� WUDQVLWLRQ� WR� WKH�PDUNHW� WKH� OLIH� FKDQFHV� RI�ZRUNLQJ
SHRSOH� KDYH� EHFRPH� PRUH� GHSHQGHQW� RQ� WKH� TXDOLW\� RI� HGXFDWLRQ�� OHYHO� RI� VNLOOV�� DQG
SURIHVVLRQDO� H[SHULHQFH�� ,Q� JHQHUDO�� HFRQRPLF� IDFWRUV� EHFDPH� SUHGRPLQDQW� ZKLOH
GLVWULEXWLRQ� RI� LQFRPH� DQG� DVVHWV� UHFHLYHG� SULPDU\� LPSRUWDQFH� DPRQJ� HFRQRPLF
GHWHUPLQDQWV� RI� VRFLDO� VWUDWLILFDWLRQ�� 'LVWULEXWLRQDO� SDWWHUQV� ZHUH� LQ� WXUQ� GHWHUPLQHG� E\
PDQ\� IDFWRUV�� LQ� WKH� ILUVW� SODFH� E\� WKRVH� SHUWDLQLQJ� WR� RYHUDOO� HFRQRPLF� FRQGLWLRQV� DQG
SROLFLHV��3XUHO\�HFRQRPLF�IDFWRUV�DUH�GHHSO\�LQWHUUHODWHG�ZLWK�LQVWLWXWLRQDO��SROLWLFDO��HWKQLF
DQG�FXOWXUDO�

,Q� UHDOLW\�� WKH� VRFLHWLHV� LQ� WUDQVLWLRQ� GHPRQVWUDWH� D� FRPSOH[� FRPELQDWLRQ� RI� GLIIHUHQW
SURFHVVHV�RI�VRFLDO�VWUDWLILFDWLRQ�ZLWK�D�PL[WXUH�RI�LQWHUUHODWHG�ROG�DQG�QHZ�VWDWXV�DQG�FODVV
JURXSV��3RVW�FRPPXQLVW�HFRQRPLHV�FRQWLQXH� WR�EH�PL[HG�V\VWHPV�ZKHUH�PDUNHWV� FRH[LVW
ZLWK�UHGLVWULEXWLYH�PHFKDQLVPV�DQG�UHFLSURFLW\�EDVHG�UHODWLRQVKLSV��6]HOHQ\L�DQG�.RVWHOOR
������ ������:KLOH� QHZ�PDUNHW�EDVHG� IDFWRUV� RI� VRFLDO� VWUDWLILFDWLRQ� JDLQ� LQ� VLJQLILFDQFH
RYHU�UHGLVWULEXWLRQ��RWKHU�GHWHUPLQDQWV�RI� WKH�ROG�VRFLDO�VWUXFWXUH�� LQ� WKH� ILUVW�SODFH�VRFLDO
QHWZRUNV�� FRQWLQXH� WR� SOD\� DQ� LPSRUWDQW� UROH�� 0RUHRYHU� HVVHQWLDO� DVVHWV� �VRFLDO� FDSLWDO�
ZKLFK� GHILQHG� VRFLDO� UDQNLQJ� SULRU� WR� WUDQVLWLRQ� FDQ� EH� FRQYHUWHG� LQWR� QHZ� DVVHWV²
HFRQRPLF�FDSLWDO�FUXFLDO�IRU�RFFXS\LQJ�D�KLJKHU�VWDWXV�FODVV�SRVLWLRQ�LQ�WKH�QHZO\�HYROYLQJ
VRFLDO�VWUXFWXUH��3LLUDLQHQ���������������7KH�H[WHQVLYH�QHW�RI�UHODWLRQVKLS��ZKLFK�XVHG�WR�EH
D�YLWDO�DVVHW�JXDUDQWHHLQJ�KLJK�OLIH�FKDQFHV�LQ�WKH�ROG�VRFLHWLHV�GRHV�QRW�ORVH�LWV�LPSRUWDQFH
ZLWK� WKH� WUDQVLWLRQ� WR� WKH�PDUNHW��$OWKRXJK� LQ�D�PDUNHW�EDVHG�VRFLHW\�PRQH\�DQG�SULYDWH
SURSHUW\�GLUHFWO\�GHWHUPLQH�OLIH�FKDQFHV��WKH�VRFLDO�FDSLWDO�JDLQHG�XQGHU�WKH�ROG�V\VWHP�PD\
EH�LQGLVSHQVDEOH�IRU�WKH�DFTXLVLWLRQ�RI�HFRQRPLF�FDSLWDO�DQG�ZHDOWK�LQ�WKH�SRVW�WUDQVLWLRQDO
VRFLHW\�

8QGHUJRLQJ� D� WUDQVIRUPDWLRQ� ZLWK� WUDQVLWLRQ� WR� WKH� PDUNHW� WKHVH� VRFLDO� QHWZRUNV
GHPRQVWUDWH� VWURQJ� VXVWDLQDELOLW\� DQG� ODUJHO\� LQIOXHQFH� WKH� SURFHVVHV� RI� VRFLDO� PRELOLW\�
SDUWLFXODUO\�WKH�IRUPDWLRQ��RU�WUDQVIRUPDWLRQ��RI�ORFDO�HOLWHV��3ULYDWH�QHWZRUNV�KDYH�DOVR�D
GLUHFW�LPSDFW�RQ�LQFRPH�VWUXFWXUHV�WKURXJK�ZLGHVSUHDG�SULYDWH�WUDQVIHUV��7KH�VKDUH�RI�VXFK
SULYDWH� WUDQVIHUV� �IURP� H[WHQGHG� IDPLO\� DQG� ORFDO� FRPPXQLW\� QHWZRUNV�� PLJUDQW
UHPLWWDQFHV�DQG�'LDVSRUD��KDV�ULVHQ�VWHDGLO\��SDUWLFXODUO\�LQ�WKRVH�FRXQWULHV��VXFK�DV�WKRVH
RI� WKH� &DXFDVXV� DQG� &HQWUDO� $VLD�� ZKHUH� WKH� ZDJH� HFRQRP\� DQG� VRFLDO� WUDQVIHUV� KDYH
FROODSVHG��([WHQGHG� IDPLO\� DQG� FODQ� UHODWLRQVKLSV� DUH� GHHS�URRWHG� LQ� VRFLDO� VWUXFWXUHV� RI
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WKH�)68��SDUWLFXODUO\�LQ�WKH�&DXFDVXV�DQG�&HQWUDO�$VLD��DQG�6RXWKHDVWHUQ�(XURSH��6((���,Q
VRPH� FRXQWULHV� VRFLDO� QHWZRUNV� DUH� LQWHUUHODWHG�ZLWK� WKH� HWKQLFLW\� IDFWRU�� (WKQLFLW\� KDV� D
VWURQJ� LQIOXHQFH�RQ� VRFLDO� VWUDWLILFDWLRQ� LQ�PDQ\�FRXQWULHV� RI�(DVWHUQ�(XURSH� DQG� WKH�)68�
SDUWLFXODUO\� RQ� WKH� IRUPDWLRQ� RI� QHZ� HOLWHV� DV�ZHOO� DV� RQ� GHWHUPLQDQWV� DQG� FRPSRVLWLRQ� RI
SRYHUW\�

3ROLWLFDO� DQG� HFRQRPLF� OLEHUDOL]DWLRQ� LV� UHPRYLQJ� ULJLGLWLHV� LQ� VRFLDO� VWUXFWXUH�� 7KH
HPHUJHQFH�RI�PXOWLSDUW\�V\VWHPV�DQG�IUHHGRP�RI�SHUVRQDO�FKRLFH�RI�W\SH�RI�DFWLYLW\��SODFH
RI� ZRUN�� DQG� SODFH� RI� UHVLGHQFH�� DV� ZHOO� DV� OLIHVW\OH�� JUHDWO\� LQFUHDVHG� VRFLDO� PRELOLW\�
7KHVH�SURFHVVHV�KDYH�EHHQ�HQKDQFHG�E\� WKH�RSHQLQJ�RI� WKH� VRFLHW\� WR� WKH�RXWVLGH�ZRUOG�
LQFUHDVLQJ� LQWHJUDWLRQ� RI� ORFDO� HFRQRPLHV� LQWR� WKH� ZRUOG� HFRQRP\�� ,QWHUQDWLRQDO� IDFWRUV
FDPH� WR� LQIOXHQFH� VRFLDO� VWUDWLILFDWLRQ��$W� WKH� XSSHU� HQG�� HOLWHV� DUH� EHQHILWLQJ� IURP� WKHLU
UROH� DV� PHGLDWLQJ� EHWZHHQ� WKH� GRPHVWLF� DQG� LQWHUQDWLRQDO� HFRQRPLHV�� 7KH\� DUH� DOVR
VRFLDOL]HG�LQWR�WKH�JOREDO�HFRQRPLF�SHUVSHFWLYH��DV�WKH\�PD\�SHUVRQDOO\�PRYH�WKHLU�DVVHWV
DQG� WKHLU� IDPLOLHV� DEURDG�� 7KH� LQWHUQDWLRQDOL]DWLRQ� RI� HOLWHV� FRQWULEXWHV� WR� WKH� GRPHVWLF
VRFLDO�GLYLVLRQ��$W�WKH�RWKHU�HQG�RI�WKH�VFDOH�WKHUH�LV�D�FRQVLGHUDEOH�PLJUDWLRQ�RI�WKH�ODERXU
IRUFH�� $UPHQLDQV� PRYLQJ� LQWR� 5XVVLD� DQG� 8NUDLQLDQ� ZRUNHUV� WDNLQJ� MREV� LQ� WKH� &]HFK
5HSXEOLF�DUH�QRW�WKH�RQO\�H[DPSOHV��5HPLWWDQFHV�PDNH�XS�DQ�LPSRUWDQW�SDUW�RI�WKH�LQFRPH
LQ� SRRUHU� FRXQWULHV�� ZKLOH� D� QHZ� HWKQLF� ZRUNHU� XQGHUFODVV� LV� HPHUJLQJ� LQ� WKH� PRUH
GHYHORSHG�SRVW�VRFLDOLVW�HFRQRPLHV��$OO�RI�WKLV�LV�UHLQIRUFLQJ�WKH�LQIRUPDO�VHFWRU�

7KH�H[SDQGLQJ�IUHHGRP�KDV�DOVR�KDG� LWV�ELJ� FRVWV� LQ�D�ZHDNHQLQJ�RI� WKH� UXOH�RI� ODZ�DQG
VRFLDO�RUGHU��7KH� LQVWLWXWLRQDO�YDFXXP�FDXVHG�E\� WKH�GLVLQWHJUDWLRQ�RI� WKH�FRPPXQLVW�SDUW\
KDV�OHDG�WR�D�GHFOLQH�LQ�WKH�FDSDFLW\�RI�WKH�VWDWH�WR�LPSOHPHQW�FRQVLVWHQW�HFRQRPLF�DQG�VRFLDO
SROLFLHV�� 7KH� ROG� DGPLQLVWUDWLYH� V\VWHP� FRXOG� QRW� EH� LPPHGLDWHO\� UHSODFHG�� /DZ�DELGLQJ
VRFLHWDO�VWDQGDUGV�DQG�LQVWLWXWLRQV�QHHG�D�PXFK�ORQJHU�WLPH�WR�EH�EXLOW�DQG�PDWXUH��ZKLFK�PD\
UHTXLUH�D�JHQHUDWLRQDO�FKDQJH��7KH�FROODSVH�RI�WKH�VWDWH�LV�UHIOHFWHG�E\�LQIRUPDOL]DWLRQ�RI�WKH
HFRQRP\��WKH�LQDELOLW\�RI�JRYHUQPHQW�WR�GHOLYHU�EDVLF�SXEOLF�JRRGV��WR�VHW�XS�DQG�HQIRUFH�DQ
DSSURSULDWH� UHJXODWRU\� IUDPHZRUN�� ,W�PDQLIHVWV� LWVHOI� LQ� WKH� DFFXPXODWLRQ� RI�ZDJH�� WD[� DQG
WUDGH�DUUHDUV��GHPRQHWL]DWLRQ�RI�WKH�HFRQRP\��8QGHUGHYHORSPHQW�RI�FLYLO�VRFLHW\�FDXVHV�WKH
VSUHDG�RI� UHQW�VHHNLQJ�RSSRUWXQLWLHV�DQG�SUDFWLFHV�� ,Q� LWV�H[WUHPH�IRUP�UHQW�VHHNLQJ� OHDGV
WR� RXWULJKW� FRUUXSWLRQ�� ZKLOH� ZHDN� OHJDO� V\VWHP� DQG� SRRU� ODZ� HQIRUFHPHQW� JLYH� ULVH� WR
RUJDQL]HG� FULPH� DQG� PDILD�� $OO� WKHVH� SURFHVVHV� KDYH� D� VWURQJ� LPSDFW� RQ� WKH� SRVLWLRQ� RI
YDULRXV�VRFLDO�FODVVHV�DQG�JURXSV�

$V�VXJJHVWHG�E\�6áRPF]\ VNL�DQG�6KDEDG������������� 
IRU�VRPH�SHULRG�RI� WLPH� WKH�FODVV
VWUXFWXUH�RI�SRVW�FRPPXQLVW�VRFLHWLHV�ZLOO�EH�D�K\EULG�RQH��VKDSHG�ERWK�E\� WKH� OHJDF\�RI
WKH� SDVW� SROLWLFDO�HFRQRPLF� RUGHU� DQG� E\� WKH� UHTXLVLWHV� DQG� RSSRUWXQLWLHV� DIIRUGHG� E\
HPHUJHQW�FDSLWDOLVP
��7KHUH�DUH�DV�\HW�QR�FOHDU�VRFLDO�ERXQGDULHV�EHWZHHQ�FODVVHV�DQG�VWDWXV
JURXSV��DV�ZHOO�DV�QR� LQWHUQDO�XQLW\�DQG�XQGHUVWDQGLQJ�RI�FRPPRQ� LQWHUHVWV�ZLWKLQ� WKHP�
0RELOLW\� EHWZHHQ� WKH� JURXSV� LV� KLJK�� 7KH� HPHUJLQJ� FODVVHV� DQG� VRFLDO� JURXSV� DUH
WKHPVHOYHV�IUDJPHQWHG�WR�WKH�SRLQW�RI� LQWHUQDO�SRODUL]DWLRQ��6WDULNRY��������$OWKRXJK�WKH
SURFHVV�RI� WUDQVLWLRQ�ZDV�D�SHDFHIXO�RQH�� LQ�D�QXPEHU�RI�FRXQWULHV� LW�KDG�D� UHYROXWLRQDU\
QDWXUH� OHDGLQJ� WR�GLVLQWHJUDWLRQ�RI� WKH�YHU\� IDEULF�RI� WKH� VRFLHW\��7KXV� VRFLDO� WLHV� UHPDLQ
YHU\�XQVWDEOH�DQG�WKH�SURFHVV�RI�UHLQWHJUDWLRQ�PD\�WDNH�GHFDGHV�
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7KH�FROODSVH�RI� WKH�FHQWUDOO\�SODQQHG�HFRQRPLF�V\VWHP��PDFURHFRQRPLF�VWDELOL]DWLRQ�DQG
VWUXFWXUDO�UHIRUPV�DLPHG�DW�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRPLF�V\VWHP�FDXVHG�D�IDOO�LQ�RXWSXW
DQG� OLYLQJ�VWDQGDUGV�� ,Q�PRVW�FDVHV� WUDQVIRUPDWLRQDO� UHFHVVLRQ�SURYHG� WR�EH�PXFK�GHHSHU
DQG�ORQJHU��DQG�GHFOLQH�LQ�ZHOIDUH�PRUH�SURIRXQG�WKDQ�DQWLFLSDWHG��7KH�RYHUDOO�GHFOLQH�LQ
UHDO�LQFRPHV�KDV�DIIHFWHG�WKH�ZHOIDUH�RI�ZLGH�JURXSV�RI�WKH�SRSXODWLRQ��6LPXOWDQHRXVO\�WKH
HPHUJHQFH�RI�SRZHUIXO�IRUFHV�RI�WKH�PDUNHW�FDXVHG�D�SURIRXQG�VKLIW�WRZDUGV�PRUH�XQHTXDO
LQFRPH� GLVWULEXWLRQ�� 7KH� FRQVLGHUDEOH� GLIIHUHQWLDWLRQ� LQ� HDUQLQJV� RSSRUWXQLWLHV� DIIHFWHG
ERWK� ZDJHV� DQG� RWKHU� VRXUFHV� RI� LQFRPHV� RULJLQDWLQJ� IURP� QHZO\� HPHUJLQJ� IRUPV� RI
HFRQRPLF�DFWLYLW\��SURILWV��UHQW��LQWHUHVW�HDUQLQJV��DQG�GLYLGHQGV�

TABLE 1
CHANGES IN INEQUALITY DURING THE TRANSITION

Gini coefficients of income per
capita (annual)

Country 1987-8 1996-7

Balkans and Poland 23 33
Bulgaria 22 36
Poland 25 34
Romania 23 30

Central Europe 21 25
Czech Republic 20 28
Hungary 24 25
Slovakia 19 24
Slovenia 22* 24

Baltics 25 33
Estonia 27 34
Latvia 25 32
Lithuania 24 32

Slavic Republic and Moldova 25 35
Belarus 24 25
Moldova 26 46
Russia 26 38
Ukraine 25 31

Central Asia 31 35
Kazakhstan 29 33**
Kyrgyz Republic 31 35**

Turkmenistan 32 36
All transition 25 32

Note: The income concept per capita household income.
Regional averages are unweighted.

*  1989
** 1993

Source: UNU/WIDER World Income Inequality Database.
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5HVHDUFK�E\�0LODQRYLF���������������KDV�UHYHDOHG�DQ�LQFUHDVH�LQ�LQHTXDOLW\�PHDVXUHG�E\
WKH�*LQL� FRHIILFLHQW� RI� LQFRPH� GLVWULEXWLRQ� RQ� DYHUDJH� IURP� ��� WR� ��� LQ� DOO� FRXQWULHV� LQ
WUDQVLWLRQ� VLQFH� WKH� LQLWLDWLRQ� RI� PDUNHW� RULHQWHG� UHIRUPV� �7DEOH� ���� 7KLV� FKDQJH� LV
SDUWLFXODUO\�VWULNLQJ�EHFDXVH�LW�RFFXUUHG�LQ�DQ�XQSUHFHGHQWHG�VKRUW�SHULRG�RI�WLPH²RQO\�VL[
\HDUV��,W�LPSOLHV�D�UDGLFDO�WUDQVLWLRQ�IURP�SUHUHIRUP�HJDOLWDULDQ�GLVWULEXWLRQDO�VWUXFWXUHV�WR
OHYHOV� RI� LQHTXDOLW\� SUHYDLOLQJ� LQ� 2(&'� FRXQWULHV� RU� HYHQ�� LQ� WKH� FDVH� RI� WKH� )68�� WR
SDWWHUQV�RI�KLJK�LQHTXDOLW\�LQ�/DWLQ�$PHULFD��&RUQLD�����������

,QFRPH�LQHTXDOLW\�KDV�EHFRPH�D�PDMRU�IDFWRU�RI�VRFLDO�VWUDWLILFDWLRQ��7KH�H[WHQW��VSHHG�DQG
GLUHFWLRQ� RI� FKDQJHV� LQ� GLVWULEXWLRQDO� SDWWHUQV� WKHPVHOYHV� ZHUH� ODUJHO\� GHWHUPLQHG� E\
UHIRUP� VWUDWHJLHV� �ELJ�EDQJ� RU� JUDGXDOLVW�� RU� FKRVHQ� 
WDUJHW� PRGHOV
� RI� PDUNHW� HFRQRP\
�UDQJLQJ� IURP� 
OLEHUDO�$QJOR�6D[RQ�PRGHO
� WR� VRFLDO�GHPRFUDWLF�ZHOIDUH� VWDWH�RU� 
PLGGOH�
LQFRPH� GHYHORSLQJ� FRXQWU\� PRGHO
��� +RZHYHU� WKH� LPSDFW� RI� WKH� VSHHG� DQG� GLUHFWLRQ� RI
UHIRUPV� ZDV� VLJQLILFDQWO\� LQIOXHQFHG� E\� GLIIHUHQW� LQLWLDO� VRFLRHFRQRPLF� FRQGLWLRQV� LQ
WUDQVLWLRQDO�HFRQRPLHV�
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'LVWULEXWLRQDO� FRQVHTXHQFHV� RI� WKH� HFRQRPLF� WUDQVIRUPDWLRQ� DUH� ODUJHO\� GHWHUPLQHG� E\
FRQFUHWH� HFRQRPLF� DQG� VRFLDO� SROLFLHV� IROORZHG� E\� WKH� JRYHUQPHQWV� RI� SRVW�FRPPXQLVW
FRXQWULHV�� (FRQRPLF� UHIRUPV� DLPHG� DW� WUDQVLWLRQ� WR� WKH� PDUNHW� LQFOXGH� VXFK� HVVHQWLDO
FRPSRQHQWV� DV� HOLPLQDWLRQ� RI� SULFH� FRQWUROV�� HIIRUWV� WR� VWRS� LQIODWLRQ�� WKH� SURFHVV� RI
WUDQVIHUULQJ�SURSHUW\�IURP�WKH�VWDWH�WR�SULYDWH�LQGLYLGXDOV��OLEHUDOL]DWLRQ�RI�ODERXU�PDUNHWV�
H[FKDQJH� UDWH� DQG� IRUHLJQ� WUDGH� UHJLPHV�� $OO� WKLV� KDV� GLUHFW� LPSOLFDWLRQV� IRU� HFRQRPLF
JURZWK��HPSOR\PHQW��DQG�RSSRUWXQLWLHV�WR�HDUQ�LQFRPH�DQG�SDWWHUQV�RI�LWV�GLVWULEXWLRQ��7KH
DERYH� SROLFLHV� KDYH� EHHQ� WKH� SULPDU\� IRFXV� RI� WKH� JRYHUQPHQWV� LPSOHPHQWLQJ� UHIRUPV�
2WKHU�SROLF\�FRPSRQHQWV�FDOOHG�VDIHW\�QHWV²VXSSRUW�IRU�WKH�XQHPSOR\HG��SHQVLRQV�IRU�WKH
HOGHUO\��DQG�SURJUDPPHV�IRU�WKH�UHOLHI�RI�SRYHUW\²UHFHLYHG�PXFK�OHVV�DWWHQWLRQ��.DSVWHLQ
DQG� 0DQGHOEDXP� ������ EHFDXVH� RI� ILQDQFLDO� FRQVWUDLQV�� RU� VRPHWLPHV� RXW� RI� QHJOHFW�
8QOLNH� PDFURHFRQRPLF� SROLFLHV� DIIHFWLQJ� SURGXFWLRQ�� SROLFLHV� LQ� WKH� VRFLDO� VHFWRU� DUH
UHGLVWULEXWLYH��,I�ULJRURXVO\�SXUVXHG�WKH\�ZRXOG�KDYH�DQ�HTXDOL]LQJ�HIIHFW�RQ�GLVWULEXWLRQ�RI
LQFRPH�DQG�ZHDOWK��+RZHYHU�GXH�WR�WKH�ZHDNQHVV�RI�VRFLDO�SROLFHV�WKHLU�LPSDFW�RQ�LQFRPH
GLVWULEXWLRQ� DQG� VRFLDO� VWUXFWXUH� KDYH� JHQHUDOO\� EHHQ� D� YHU\� SDVVLYH� RQH²WKH\� IDLOHG� WR
FRQWDLQ�UDSLG�LQFUHDVHV�LQ�LQHTXDOLW\�

��� 0DFURHFRQRPLF�SROLFLHV

0DFURHFRQRPLF� SROLFLHV� LQYROYHG� ILVFDO� DQG�PRQHWDU\� DXVWHULW\�� VLPXOWDQHRXV� WUDGH� DQG
SULFH� OLEHUDOL]DWLRQ�� WKH� UHPRYDO� RI� VXEVLGLHV�� WKH� XQLILFDWLRQ� DQG� GHYDOXDWLRQ� RI� WKH
H[FKDQJH�UDWH��DQG�DQ�LQFUHDVH�LQ�LQWHUHVW�UDWHV��(YHQ�LQ�WKH�FDVH�RI�VXFFHVVIXO�VWDELOL]DWLRQ�
WKHVH� PHDVXUHV� H[DFHUEDWHG� WKH� UHFHVVLRQ�� LQLWLDWHG� E\� WKH� FROODSVH� RI� WKH� VRFLDOLVW
HFRQRPLF� V\VWHP�� FDXVHG� D� IDOO� LQ� WKH� ODERXU� VKDUH� DQG� ZRUVHQHG� LQFRPH� GLVWULEXWLRQ
�&RUQLD�DQG�3RSRY��IRUWKFRPLQJ���7KH�UHPRYDO�RI�VXEVLGLHV�KDG�D�QHJDWLYH�LPSDFW�RQ�WKH
GLVWULEXWLRQ� RI� ZHOIDUH� SHQDOL]LQJ� WR� D� JUHDWHU� H[WHQW� VRFLDOO\� GLVDGYDQWDJHG� JURXSV� DQG
WKXV�H[DFHUEDWLQJ�LQHTXDOLW\�

3ULFH�OLEHUDOL]DWLRQ�IROORZHG�E\�KLJK�LQIODWLRQ�KDV�XQHTXDO�HIIHFW�RQ�GLIIHUHQW�JURXSV��7KH
FRVW�RI�LQIODWLRQ�LV�PXFK�KLJKHU�IRU�WKH�ORZHU�LQFRPH�SDUW�RI�WKH�SRSXODWLRQ�UHSUHVHQWHG�E\
VXFK� VRFLDO� JURXSV� DV� EXGJHWDU\� VHFWRU� HPSOR\HHV�� IDUPHUV�� ZRUNHUV� LQ� KDUGHVW�KLW
LQGXVWULHV� OLNH� WH[WLOHV�� PDFKLQH�EXLOGLQJ�� GHIHQFH�RULHQWHG� SURGXFWLRQ�� DQG� WKH
XQHPSOR\HG� �*UDQYLOOH� HW� DO�� ������� 8QOLNH� ZHDOWKLHU� JURXSV� WKH\� KDYH� OHVV� PHDQV
DYDLODEOH�WR�SURWHFW�WKHPVHOYHV�DJDLQVW�LQIODWLRQ��VXFK�DV�DVVHW�RZQHUVKLS�DQG�KDUG�FXUUHQF\
VDYLQJV��7KXV�LQIODWLRQ�LV�JHQHUDOO\�DFFRPSDQLHG�E\�FRQVLGHUDEOH�DGYHUVH�VKLIW� LQ� LQFRPH
GLVWULEXWLRQ�

7D[�UHIRUPV�PD\�KDYH�ORQJ�WHUP�GLVWULEXWLRQDO�FRQVHTXHQFHV��8QOLNH� WKDW�RI� WKH�VRFLDOLVW
FRXQWULHV��FKDUDFWHUL]HG�E\�PRGHVW�SURJUHVVLYHQHVV��� WKH�WD[�V\VWHP�RI�PDUNHW�HFRQRPLHV
LV�JHQHUDOO\�FKDUDFWHUL]HG�E\�PHGLXP�WR�KLJK�SURJUHVVLYHQHVV��7KH�PRYH�WR�D�ZHVWHUQ�W\SH
WD[�V\VWHP�ZRXOG�WKHUHIRUH�OHDG��LI�SURSHUO\�LPSOHPHQWHG��WR�D�IDOO�LQ�WKH�GLVSHUVLRQ�RI�WKH
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QHW� SHU� FDSLWD� KRXVHKROG� LQFRPH�� 7KLV� HIIHFW� LV� OLNHO\� WR� HPHUJH� JUDGXDOO\� ZLWK� WKH
LPSOHPHQWDWLRQ�RI�WKHVH�FKDQJHV²ZKLFK�QRUPDOO\�WDNH�\HDUV�WR�UHDFK�D�VWHDG\�VWDWH�

��� 3ULYDWL]DWLRQ

3ULYDWL]DWLRQ� OHDGV� GLUHFWO\� WR� UHGLVWULEXWLRQ� RI� DVVHWV� DQG� KHQFH� VRXUFHV� RI� LQFRPH� DQG
GHWHUPLQDQWV� RI� VRFLDO� VWDWXV�� :KLOH� SULYDWL]DWLRQ� FDQ� IROORZ� GLIIHUHQW� SDWKV
�UHSULYDWL]DWLRQ��LQVLGHUV�SULYDWL]DWLRQ��YRXFKHU�GLVWULEXWLRQ��SXEOLF�DXFWLRQV��VDOH�WR�IRUHLJQ
FRPSDQLHV��UHPRYDO�RI�EDUULHUV�WR�HQWU\��HWF����LQ�DOO�FDVHV�LW�FDQ�EH�H[SHFWHG�WR�LQFUHDVH�WKH
VKDUH�RI�SULYDWH�SURILWV�LQ�WRWDO�LQFRPH��6LQFH�DFFHVV�WR�QHZ�SURSHUW\�RZQHUVKLS��DQG�KHQFH
FDSLWDO� LQFRPHV�� LV� OLPLWHG� WR� D�PLQRULW\� RI� WKH� SRSXODWLRQ� SULYDWL]DWLRQ�PD\� OHDG� WR� DQ
LQFUHDVH�LQ�LQHTXDOLW\�DQG�VRFLDO�SRODUL]DWLRQ�

7KH� IDVWHU� WKH� SULYDWL]DWLRQ� RI� WKH� HFRQRP\�� WKH�PRUH� UDSLG� WKH� LQFUHDVH� LQ� WKH� VKDUH� RI
KLJKO\�FRQFHQWUDWHG�FDSLWDO�LQFRPH�DQG�LQ�RYHUDOO�LQHTXDOLW\��,Q�SULQFLSOH��WKH�GLVSHUVLRQ�RI
SULYDWH� SURILWV� LV� PRVW� SURQRXQFHG� LQ� WKH� FDVH� RI� UH�SULYDWL]DWLRQ�� WKH� OHDVW� LV� WKDW� RI
YRXFKHU� SULYDWL]DWLRQ� DQG� DXFWLRQV�� DQG� VRPHZKHUH� LQ� WKH� PLGGOH� LV� WKDW� RI� ZRUNHUV

SULYDWL]DWLRQ��7KH�VKDUH�RI�FDSLWDO� LQFRPHV��GLYLGHQGV�� LQWHUHVWV��UHQWV��ILQDQFLDO�UHQWV�DQG
FDSLWDO� JDLQV��PD\� RIWHQ� EH� XQGHUHVWLPDWHG� GXH� WR� WKH�PDVVLYH� XQGHU�UHSRUWLQJ� RI� WKHVH
VRXUFHV� RI� LQFRPH�� ,Q� VRPH� FRXQWULHV� �H�J��� LQ� 6((� RU� 8]EHNLVWDQ�� LW� KDV� QRW� LQFUHDVHG
VXEVWDQWLDOO\� GXH� WR� WKH� VORZ� SDFH� RI� SULYDWL]DWLRQ� DQG� UHWDUGHG� GHYHORSPHQW� RI� WKH
ILQDQFLDO�VHFWRU��'LVWULEXWLRQDO�FRQVHTXHQFHV�RI�SULYDWL]DWLRQ�DUH�PRUH�OLNHO\�WR�KDYH�ORQJHU
WHUP�UDWKHU�WKDQ�VKRUW�WHUP�FRQVHTXHQFHV�

7KH� QXPEHU� RI� FDSLWDO� DVVHW� RZQHUV� KDV� ULVHQ� VKDUSO\� ZLWK� 
VPDOO� SULYDWL]DWLRQ
�� WKH
LQIRUPDOL]DWLRQ�RI�WKH�HFRQRP\��DQG�WKH�UHPRYDO�RI�EDUULHUV�WR�HQWU\��:KLOH�PHDVXUHPHQW
SUHVHQWV�D�VHULRXV�SUREOHP��VRPH�HYLGHQFH�VXJJHVWV�WKDW�WKH�VKDUH�RI�LQFRPH�IURP�SURILWV�
VHOI�HPSOR\PHQW� DQG� 
RWKHU� LQFRPHV
� KDV� ULVHQ� VWHDGLO\�� SDUWLFXODUO\� LQ� WKRVH� FRXQWULHV
ZKHUH� WKH� ZDJH� HFRQRP\� DQG� SXEOLF� WUDQVIHUV� KDYH� FROODSVHG�� ,Q� 5XVVLD�� WKH� VKDUH� RI
HQWUHSUHQHXULDO� DQG� SURSHUW\� LQFRPHV� LQ� WRWDO� SHUVRQDO�PRQHWDU\� LQFRPH� LQFUHDVHG� IURP
�����WR������SHU�FHQW�GXULQJ���������*RVFRPVWDW������������,W�LV�OLNHO\�WKDW�DQ�LQFUHDVH�LQ
WKHLU�VKDUH�HQWDLOV�D�ULVH�LQ�RYHUDOO�LQHTXDOLW\�

$�JHQHUDO�WUHQG�DSSHDUV�WR�EH�D�VKDUS�ULVH�LQ�FRQFHQWUDWLRQ�LQ�ODUJHU�SURSHUWLHV�DQG�FDSLWDO
LQFRPHV� DQG� D� PRUH� PRGHUDWH� RQH� LQ� VHOI�HPSOR\PHQW� LQFRPH�� 7KH� VKLIW� LQ� SURSHUW\
FRQFHQWUDWLRQ�ZRXOG�OLNHO\�EH�ODUJHU�LQ�WKH�)68��ZKHUH�WKH�UHJXODWRU\�UROH�RI�WKH�VWDWH��WR
HQVXUH��IRU�LQVWDQFH��PDUNHW�FRPSHWLWLRQ��LV�OHVV�GHYHORSHG��6R��GHVSLWH�D�UHODWLYHO\�PRGHVW
LQFUHDVH� LQ� WKH� VKDUH�RI�SURSHUW\� DQG� VHOI�HPSOR\PHQW� LQFRPHV�� WKHLU� FRQWULEXWLRQ� WR� WKH
RYHUDOO�LQFUHDVH�LQ�LQHTXDOLW\�VHHPV�WR�KDYH�EHHQ�VXEVWDQWLDO�LQ�YLHZ�RI�WKH�UDSLG�LQFUHDVH
LQ�WKH�VNHZGQHVV�RI�WKHLU�GLVWULEXWLRQ�

7KH� IRUPDWLRQ� RI� ODUJH� SULYDWH� SURSHUWLHV� LQ� 5XVVLD� FDPH� DERXW� DV� D� UHVXOW� RI� PDVVLYH
UHGLVWULEXWLRQ� RI� QDWXUDO� UHVRXUFHV� DQG� SURGXFWLYH� DVVHWV� WKURXJK� WKH� SULYDWL]DWLRQ� RI� VWDWH
SURSHUW\��WR�ZKLFK�PRVW�RUGLQDU\�SHRSOH�KDG�QHYHU�KDG�UHDO�DFFHVV��0DQDJHUV�RI�IRUPHU�VWDWH�
RZQHG�HQWHUSULVHV�KDYH� DFTXLUHG� D� VXEVWDQWLDO� SDUW� RI� VKDUHV�RI� WKHLU� SULYDWL]HG� FRPSDQLHV�
5HVRUWLQJ� WR� QXPHURXV�PHDQV� RI� FRQWURO�� PDQDJHUV� DFW� DV� GH� IDFWR� RZQHUV� RI� HQWHUSULVHV�
$OWKRXJK�VKDUHV�RI�SULYDWL]HG�DVVHWV�ZHUH�GLVWULEXWHG�WR�WKH�SRSXODWLRQ�WKURXJK�SULYDWL]DWLRQ
YRXFKHUV��SDUWLFXODUO\� WR�ZRUNHUV� LQ�FDVHV�RI� LQVLGHU�SULYDWL]DWLRQ�� WKH�YDOXH�RI�SURSHUW\�SHU
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LQGLYLGXDO�LV�QHJOLJLEOH�WR�SURYLGH�D�PHDQLQJIXO�VRXUFH�RI�LQFRPH�RU�RZQHUVKLS�FRQWURO��7KH
HYROYLQJ�RZQHUVKLS�SDWWHUQV�DUH�FKDUDFWHUL]HG�E\�ZLGHVSUHDG�GLVUHJDUG�RI�ULJKWV�RI�PLQRULW\
VKDUHKROGHUV� LQ� D� VLWXDWLRQ� RI� XQGHUGHYHORSPHQW� RI� FRUSRUDWH� JRYHUQDQFH� DQG� SRRU
HQIRUFHPHQW�RI�FRUSRUDWH�ODZV��%ODVL�HW�DO���������$W�WKH�VHFRQG�VWDJH�RI�5XVVLDQ�SULYDWL]DWLRQ
FDOOHG� 
ORDQV� IRU� VKDUHV
� SRZHUIXO� ILQDQFLDO� W\FRRQV� DQG�PDJQDWHV� RI� WKH� RLO� DQG� JDV� VHFWRU
REWDLQHG�PRVW�OXFUDWLYH�DVVHWV�DW��DV�ZLGHO\�EHOLHYHG��XQIDLUO\�ORZ�FRVW��7KXV�FDSLWDO�LQFRPHV
KDYH� FRQFHQWUDWHG� KHDYLO\� LQ� WKH� KDQGV� RI� WKH� QHZO\� SURVSHURXV� HOLWH�� 7KLV� KDV� FUHDWHG
FRQVLGHUDEOH� PRUDO� KD]DUG� VLQFH� LW� HURGHG� WKH� ZKROH� LGHD� RI� SHRSOH
V� FDSLWDOLVP� DQG
XQGHUPLQHG�SXEOLF�WUXVW�LQ�WKH�QHZ�HFRQRPLF�DQG�VRFLDO�V\VWHP�

6HOI�HPSOR\PHQW�DV�D�PDLQ�IRUP�RI�HFRQRPLF�DFWLYLW\�KDV�H[WHQGHG�RQ�WKH�FRQWUDU\�WR�D�PXFK
ODUJHU�SURSRUWLRQ�RI�WKH�SRSXODWLRQ�EXW�LQ�PRVW�FDVHV�WKLV�GHYHORSPHQW�KDV�QRW�EHHQ�DVVRFLDWHG
ZLWK� DQ� LQFUHDVH� RI� LQFRPH� DQG� VRFLDO� VWDWXV�� 7KH� FODVV� RI� VHOI�HPSOR\HG� LV� KRZHYHU� QRW
KRPRJHQHRXV��2QO\�D�IUDFWLRQ�RI�LW�FRQVWLWXWHV�
QDVFHQW
�VPDOO�HQWUHSUHQHXUV��7KH�ODUJHU�SDUW�RI
VHOI�HPSOR\HG�LQ�WUDQVLWLRQDO�HFRQRPLHV�H[SDQGLQJ�SDUDOOHO�WR�LQIRUPDOL]DWLRQ�RI�WKH�HFRQRP\
GRHV�QRW�UHSUHVHQW�JURZLQJ�VPDOO�EXVLQHVVHV�DQG�HPHUJLQJ�PLGGOH�FODVV�EXW�UDWKHU�ZLGHVSUHDG
VXEVLVWHQFH� HFRQRPLHV��ZKLFK� DUH�EHFRPLQJ�D� IRUP�RI� VXUYLYDO� IRU� D� ODUJH� VHFWLRQ� RI� ORFDO
SRSXODWLRQV��7KXV� WUDQVLWLRQ� WR� VHOI�HPSOR\PHQW�PD\� EH�PRUH� IUHTXHQWO\� DVVRFLDWHG�ZLWK� D
GHFOLQH�LQ�D�UHODWLYH�LQFRPH�SRVLWLRQ�DQG�VRFLDO�VWDWXV�

��� &KDQJH�LQ�WKH�ODERXU�PDUNHW

&KDQJH� LQ� WKH� ODERXU�PDUNHW�PRGHO�KDV� OHG� WR� LQFUHDVH� LQ�ZDJHV�GLIIHUHQWLDOV�� DQG� LQ� WKH
DSSHDUDQFH� RI� XQHPSOR\PHQW� DQG� XQGHUHPSOR\PHQW�� 7KH� DEDQGRQPHQW� RI� LQFRPH
OHYHOOLQJ� SROLF\� YLD� FHQWUDOL]HG�ZDJH� UHJXODWLRQ� OHDGV� WR� JUHDWHU� HDUQLQJV� GLIIHUHQWLDWLRQ
UHIOHFWLQJ� ODERXU� SURGXFWLYLW\� DQG� UHWXUQV� WR� KXPDQ� FDSLWDO�� (DUQLQJV� GLIIHUHQWLDWLRQ� E\
VNLOOV��VHFWRU�DQG�RFFXSDWLRQ�DSSHDUV�WR�EH�D�PDMRU�VRXUFH�RI�LQHTXDOLW\��7KH�LQFUHDVH�ZDV
WKH�JUHDWHVW�LQ�%XOJDULD�DQG�WKH�)68��ZKHUH�HDUQLQJV�GLVSHUVLRQ�DOPRVW�GRXEOHG�DQG�LV�QRZ
PXFK�JUHDWHU�WKDQ�LQ�ZHVWHUQ�HFRQRPLHV��,Q�WKH�)68�DQG�6((�ZDJH�GLIIHUHQWLDWLRQ�DQG�LWV
JHQHUDOO\�GHSUHVVHG�OHYHO�KDV�EHHQ�WKH�PRVW�LPSRUWDQW�VRXUFH�RI�WKH�LQFUHDVH�LQ�LQHTXDOLW\�
,Q� FRQWUDVW�� LQ�&HQWUDO� (XURSH� �H[FHSW� 3RODQG�� WKH� ULVH� LQ� HDUQLQJV� GLVSHUVLRQ�ZDV�PRUH
FRQWDLQHG�

:DJH� GHUHJXODWLRQ� KDV� KDG� DQ� RYHUDOO� GLVHTXDOL]LQJ� HIIHFW� RI� DQ� LQFUHDVH� LQ� ZDJH
GLVSHUVLRQ� DFURVV� LQGXVWULHV� �FRQWUROOLQJ� IRU� WKH� VNLOO� LQWHQVLW\� RI� HDFK� VHFWRU��� ,Q� PDQ\
FDVHV� WKLV� LQFUHDVH� LQ� LQWHU�LQGXVWULDO� ZDJH� GLVSHUVLRQ� LV� H[SODLQHG� E\� WKH� PRQRSROLVWLF
EHKDYLRXU�RI�VWUDWHJLF�VHFWRUV��PLQLQJ��HQHUJ\�DQG�XWLOLWLHV��DEOH�WR�H[WRUW�ZDJH�DQG�SULFH
LQFUHDVHV� GXH� WR� WKHLU� SROLWLFDO� VWUHQJWK� DQG� LQIOXHQFH� �0LNKDOHY� DQG� %MRUNVWHQ� ������
*UHDWHU�SURGXFWLYLW\�GLIIHUHQWLDOV��IROORZLQJ�SULFH�OLEHUDOL]DWLRQ�DQG�SURGXFWLYLW\�JDLQV�GXH
WR�UHVWUXFWXULQJ��DSSHDU�WR�KDYH�\HW�D�PLQRU�LQIOXHQFH�RQ�ZDJH�OHYHOV�

2YHUDOO� HDUQLQJV� GLVSHUVLRQ� PLJKW� KDYH� EHHQ� LQIOXHQFHG� E\� WKH� ZHDN� SROLF\� WRZDUGV
PLQLPXP� ZDJHV�� ,QGHHG�� WKH� FRXQWULHV� H[SHULHQFLQJ� WKH� ODUJHVW� LQFUHDVHV� LQ� ZDJH
GLVSHUVLRQ�DUH�JHQHUDOO\�WKH�VDPH�LQ�ZKLFK�WKH�PLQLPXP�ZDJH�KDV�IDOOHQ�WKH�PRVW�UHODWLYH
WR� WKH� DYHUDJH�� 7KLV� WUHQG� ZDV� HQKDQFHG� E\� ZHDNQHVV� RI� WUDGH� XQLRQV� DQG� FROOHFWLYH
EDUJDLQLQJ��ZKLFK�GRHV�QRW�HQVXUH�WKH�SURWHFWLRQ�RI�ODERXU�DQG�FRXQWHUEDODQFH�WKH�LQFUHDVH
RI�ZDJHV�LQHTXDOLW\��/DERXU�OHJLVODWLRQ�LV�ODUJHO\�LJQRUHG��SDUWLFXODUO\�LQ�WKH�SULYDWH�VHFWRU
ZKHUH�ZRUNHUV�RIWHQ�KDYH�QR�FRQWUDFW�JXDUDQWHHV�ZLWK�UHJDUG�WR�SD\�OHYHO��ZRUNLQJ�KRXUV�
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DQG� MRE� WHQXUH�� OHW� DORQH� EHQHILWV� OLNH� VLFN� SD\�� PHGLFDO� LQVXUDQFH� RU� SDLG� OHDYH� �VHH
'PLWULHY�DQG�0DOHYD��������$QRWKHU� IDFWRU�FRQWULEXWLQJ� WR� HDUQLQJV� LQHTXDOLW\�E\�VHFWRU
DQG�W\SH�RI�HPSOR\PHQW�LV�WKH�LQDELOLW\�RI�WKH�VWDWH�WR�VXVWDLQ�VRFLDO�VHFWRU�ZDJHV��JURZLQJ
VHOI�HPSOR\PHQW�DQG�LQIRUPDOL]DWLRQ�RI�WKH�HFRQRP\�

'XH�WR�WKH�DERYH�IDFWRUV�FRPSRXQGHG�E\�XQHPSOR\PHQW��IROORZLQJ�WKH�UHFHVVLRQ�RI������
�����DQG�LQGXVWULDO�UHVWUXFWXULQJ��WKH�VKDUH�RI�ZDJHV�DQG�VDODULHV�DV�D�VRXUFH�RI�LQFRPH�KDV
GHFOLQHG� HYHU\ZKHUH� �7DEOH� ���� 3ULRU� WR� WUDQVLWLRQ� ZDJHV� IRUPHG� DERXW� ��� SHU� FHQW� RI
SHUVRQDO� LQFRPHV� LQ� WKH�)68��FORVH� WR����SHU�FHQW� LQ�%XOJDULD�DQG�+XQJDU\��RYHU����SHU
FHQW� LQ�3RODQG��%\������ WKH�ZDJH� VKDUH� LQ� LQFRPH� IHOO� WR� DERXW����SHU� FHQW� LQ�8NUDLQH�
EHORZ����SHU�FHQW�LQ�%XOJDULD�DQG�+XQJDU\�����SHU�FHQW� LQ�3RODQG�����SHU�FHQW� LQ�5XVVLD
�0LODQRYLF� ������ ������ ���������� ,Q� H[WUHPH� FDVH²VXFK� DV� $UPHQLD� DQG� *HRUJLD²WKH
ZDJH�VKDUH�GURSSHG�EHORZ����SHU�FHQW��7KH�FRQFHQWUDWLRQ�RI�ZHDOWK� LQ� WKH�)68�KDV�DOVR
RFFXUUHG� DV� D� UHVXOW� RI� DQ� DOLHQDWLRQ� RI� SDUW� RI� WKH� SRSXODWLRQ
V� FRQVXPSWLRQ� IXQG� E\
GHSUHVVLQJ� WKHLU�ZDJH� OHYHOV� DV�ZHOO� DV� E\�PRQRSROL]DWLRQ� RI� FRQVXPHU� SULFHV��+HQFH�� WKH
FDSLWDOL]DWLRQ�RI�WKH�QDWLRQDO�ZHDOWK�LQ�WKH�)68�KDV�DOVR�UHPRYHG�WKDW�SDUW�RI�LW�ZKLFK�XVHG�WR
EH�DW�WKH�GLVSRVDO�RI�WKH�ZRUNLQJ�SRSXODWLRQ��,Q�&HQWUDO�(XURSH�WKH�ZDJH�HFRQRP\�DSSHDUV
WR�KDYH�ORVW�PXFK�OHVV�JURXQG�

TABLE 2
STRUCTURE OF INCOME (%)

Source of income
Russia Ukraine Poland Latvia

1990 1996 1990 1995 1989 1996 1990 1996

Labour income (wages
and salaries)

74.1 40.5 67.5 42.6 57.3 45.4 72.6 50.0

Social transfers 14.7 14.0 13.2 8.9 22.0 32.1 11.2 27.1

Private and informal
sector income (including
self-employed and in-
kind)

11.2 43.0 19.2 48.0 20.7 22.4 16.7 22.9

Source: Calculated from Milanovic (1998: 196-214).

6RFLDO� VWUDWLILFDWLRQ� ZLWKLQ� WKH� ZRUNLQJ� FODVV� LV� GHWHUPLQHG� E\� VHJPHQWDWLRQ� RI� ODERXU
PDUNHWV� E\� W\SH� RI� VNLOOV� DQG� VHFWRU� RI� HFRQRPLF� DFWLYLW\�� $� VPDOOHU� IUDFWLRQ� RI� PRVW
FRPSHWLWLYH�ZRUNHUV�HQMR\V�FRQVLGHUDEOH�DGYDQWDJHV�LQ�KLJKHU�SD\�OHYHOV�DQG�MRE�VHFXULW\
�*LPSHOVRQ�DQG�/LSSROGW��������3DUWLDOO\�WKLV�FDQ�EH�H[SODLQHG�E\�VKRUW�VXSSO\�RI�VNLOOHG
ZRUNHUV�QHHGHG�IRU�MREV�HQWDLOLQJ�
QHZ�VNLOOV
��OHDGLQJ�WR�RYHU�UHPXQHUDWLRQ�RI�D�SULYLOHJHG
VHJPHQW�RI�WKH�ODERXU�IRUFH��%HWWHU�SRVLWLRQ�DQG�VWDELOLW\�LQ�WKH�MRE�PDUNHW�LV�HQVXUHG�QRW
OHDVW�E\�SHUVRQDO�QHWZRUNV�ZKLFK�PD\�KDYH�DQ�HYHQ�JUHDWHU� LQIOXHQFH� LQ� WKH�QHZ�SULYDWH
WKDQ�LQ�WKH�SXEOLF�VHFWRU�

7KH� ULVH� LQ�XQHPSOR\PHQW� LV�GLUHFWO\� UHODWHG� WR�D� ORVV�RI� LQFRPH�DQG�VRFLDO� VWDWXV�RI� WKH
SDUW�RI�WKH�SRSXODWLRQ�DIIHFWHG�LQ�D�VLWXDWLRQ�ZKHUH�XQHPSOR\PHQW�LQVXUDQFH�GLG�QRW�RIIHU
VXIILFLHQW�FRPSHQVDWLRQ��0RUHRYHU��WKH�VXSSUHVVHG�IRUP�RI�XQHPSOR\PHQW��ZKLFK�SUHYDLOV
LQ� WKH� UHJLRQ� RI� WKH� )68� DQG� WDNHV� WKH� IRUP� RI� VKRUW�WLPH� ZRUNLQJ�� XQSDLG� OHDYH� DQG
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PRXQWLQJ� ZDJH� DUUHDUV�� FRQWULEXWHV� WR� JUHDWHU� VRFLDO� LQHTXDOLW\�� 6XFK� KLGGHQ� IRUPV� RI
XQGHUHPSOR\PHQW� UHGLVWULEXWH� ORVVHV� IURP� VWURQJHU� �PRUH� FRPSHWLWLYH�� WR� ZHDNHU� �OHVV
FRPSHWLWLYH�� ZRUNHUV� DQG� WKXV� OHDG� WR� IXUWKHU� VHJPHQWDWLRQ� RI� WKH� ZRUNLQJ� FODVV
�*LPSHOVRQ�������

7KH�FROODSVH�RI�ZDJH�HFRQRP\��JURZLQJ�MRE�LQVHFXULW\�DQG�GHFUHDVLQJ�IRUPDO�HPSOR\PHQW
RSSRUWXQLWLHV�IRUFH�SHRSOH�WR�UHVRUW�WR�DFWLYLW\�LQ�WKH�VKDGRZ�HFRQRP\��7KH�LQFUHDVLQJ�SDUW
RI�WKH�ZRUNLQJ�SRSXODWLRQ�OLYLQJ�RXWVLGH�WKH�RIILFLDO�HFRQRP\�LV�OHIW�RXW�RI�WKH�ERXQGDULHV
RI�DQ\� OHJDO�QRUPV�DQG�VDIHW\�QHWV��7KH� IRUPDWLRQ�RI� VXFK�D�GXDO�HFRQRP\��ZKLFK�KDV�D
SRWHQWLDO� WR� HYROYH� LQWR� D� SDWWHUQ� FKDUDFWHULVWLF� RI� HFRQRPLF� VWUXFWXUHV� RI� 7KLUG� :RUOG
FRXQWULHV��FUHDWHV�D�VHULRXV�LPSHGLPHQW�WR�WKH�GHYHORSPHQW�RI�VRFLDOO\�LQWHJUDWHG�VRFLHW\�

��� &KDQJHV�LQ�VRFLDO�VHFXULW\�UHJLPH

7UDQVLWLRQ� WRZDUGV� D� PDUNHW� HFRQRP\� LV� FRPSDWLEOH� ZLWK� WKH� GHYHORSPHQW� RI� D� VRFLDO
VHFXULW\� V\VWHP� FDSDEOH� RI� SURYLGLQJ� HIIHFWLYH� SURWHFWLRQ� WR� ORZ�LQFRPH� DQG� YXOQHUDEOH
JURXSV� DQG� PLWLJDWLQJ� LQHTXDOLW\� YLD� VRFLDO� WUDQVIHUV�� +RZHYHU�� DV� ZLGHO\� H[SHFWHG�� LW
SURYHG�GLIILFXOW�WR�FRPELQH�PHDVXUHV�RI�ILQDQFLDO�VWDELOL]DWLRQ�DQG�VWUXFWXUDO�UHIRUPV�ZLWK
WKH� GHYHORSPHQW� RI� QHZ�ZHOIDUH� LQVWLWXWLRQV��:KLOH� WKH� GHPDQG� IRU� LQFRPH� WUDQVIHUV� DQG
VDIHW\� QHWV� KDV� JURZQ� WUHPHQGRXVO\�� WKH� DYDLODELOLW\� RI� ILVFDO� UHVRXUFHV�� DV� ZHOO� DV� WKH
DGPLQLVWUDWLYH�FDSDFLW\�RI�WKHLU�HIILFLHQW�GLVWULEXWLRQ��ZDV�VKDUSO\�GHFUHDVLQJ��6HYHUH�EXGJHW
FRQVWUDLQWV�DQG�D�KLJK�UDWH�RI� LQIODWLRQ�GHWHUPLQHG�WKH�SULRULWLHV�RI�PRQHWDU\�VWDELOL]DWLRQ
RYHU� VRFLDO�SURWHFWLRQ��DQG� WKHUHIRUH�GLG�QRW�DOORZ�VXIILFLHQW� UHVRXUFHV� WR�EH� DOORFDWHG� WR
UHVWRUH�DGHTXDWH�OHYHOV�RI�ZHOIDUH�

7KH� VKDUH� RI� SXEOLF� WUDQVIHUV� �RQ� DFFRXQW� RI� SHQVLRQV�� XQHPSOR\PHQW� EHQHILWV�� IDPLO\
DOORZDQFHV� DQG� VRFLDO� DVVLVWDQFH�� GRHV� QRW� IROORZ� D� XQLYHUVDO� SDWWHUQ��2YHU� WKH� VKRUW�WR�
PHGLXP�WHUP��LW�LQFUHDVHG�RU�UHPDLQHG�DW�D�IDLUO\�KLJK�OHYHO�LQ�PRVW�FRXQWULHV�LQ�WUDQVLWLRQ
LQFOXGLQJ�WKH�)68���+RZHYHU�LQ�UHDO�WHUPV�VRFLDO�H[SHQGLWXUHV�LQ�WKH�)68�FRXQWULHV�KDYH
VXEVWDQWLDOO\� GHFOLQHG� GXH� WR� WKH� IDOO� LQ� *'3� DQG� KLJK� LQIODWLRQ� ZKLOH� LQ� &(� LW� ZDV
PDLQWDLQHG�DW�UHODWLYHO\�KLJK�OHYHOV� LQ�UHDO� WHUPV�DV�ZHOO�� ,W� LV�GLVSXWDEOH��KRZHYHU�� LI� WKH
&(� SDWWHUQ� FDQ� EH� VXVWDLQHG� RYHU� WKH� ORQJ�WHUP�� 7KHVH� GLIIHUHQFHV� DUH� QRW� WKH� UHVXOW� RI
HQGRJHQRXV�IDFWRUV��H�J��GLIIHUHQWLDO�SRSXODWLRQ�VWUXFWXUHV��EXW�UHIOHFW�SROLF\�FKRLFHV��RU�WKH
LQDELOLW\�XQZLOOLQJQHVV�WR�FROOHFW�WKH�WD[HV�QHHGHG�WR�ILQDQFH�DGHTXDWH�OHYHOV�RI�WUDQVIHUV�LQ
D�PDUNHW�HFRQRP\�

7KXV��UHIRUPV�RI�ZHOIDUH�V\VWHPV�PD\�KDYH�D�FRPSOH[�HIIHFW�RQ�VRFLDO�VWUDWLILFDWLRQ��,Q�WKH
ILUVW�SODFH��UHDOLJQPHQW�RI�VRFLDO�WUDQVIHUV�WR�WKRVH�FRXQWULHV�ZLWK�VLPLODU�OHYHOV�RI�LQFRPH
SHU� FDSLWD�ZRXOG� OLNHO\� FDXVH� DQ� LQFUHDVH� LQ� LQHTXDOLW\��6HFRQG�� WKH� LQWURGXFWLRQ� RI� QHZ
WUDQVIHUV²VXFK� DV� XQHPSOR\PHQW� FRPSHQVDWLRQ� DQG� VRFLDO� DVVLVWDQFH²ZKLFK� DUH
JHQHUDOO\� ZHOO� WDUJHWHG� RQ� WKH� SRRU²DUH� OLNHO\� WR� DOOHYLDWH� LQHTXDOLW\� DQG� SRYHUW\�

���������������������������������������������
� 'PLWULHY�FRPSDUHG�WKH�SURSRUWLRQ�RI�VRFLDO�H[SHQGLWXUHV�LQ�*'3�LQ�WUDQVLWLRQDO�HFRQRPLHV�ZLWK�FRXQWULHV
RI�WKH�2(&'�DQG�ZLWK�GHYHORSLQJ�HFRQRPLHV��,Q������+XQJDU\�VSHQW�RQ�VRFLDO�SURJUDPPHV������SHU�FHQW�RI
*'3�� 3RODQG� ��� SHU� FHQW�� &]HFK�5HSXEOLF²����� SHU� FHQW�� 5XVVLD²����� SHU� FHQW��%XOJDULD²����� SHU� FHQW�
7KLV�SURSRUWLRQ�LV�ORZHU�WKDQ�LQ�2(&'�FRXQWULHV�������SHU�FHQW��EXW�KLJKHU�WKDQ�LQ�/DWLQ�$PHULFDQ�FRXQWULHV
����SHU�FHQW���ZKLFK�KDYH�FRPSDUDEOH�OHYHOV�RI�SHU�FDSLWD�*'3�ZLWK�5XVVLD�RU�%XOJDULD��'PLWULHY����������
���
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+RZHYHU� WKLV� HIIHFW�PD\�EH� OLPLWHG�E\� WKH� ORZ� OHYHO�RI�SURWHFWLRQ� SURYLGHG� GXH� WR� WLJKW
EXGJHW�FRQVWUDLQWV��7KLUG��WKH�LQDELOLW\�DQG�RU�XQZLOOLQJQHVV�RI�WKH�VWDWH�WR�LQGH[�SHQVLRQV
GHSUHVV�WKH�VKDUH�RI�SHQVLRQHUV�LQ�WRWDO�LQFRPH�DQG�WKXV�ZRUVHQ�WKHLU�UHODWLYH�SRVLWLRQ��7KH
HURVLRQ�RI�WKH�VRFLDO�VHFXULW\�UHJLPH�KDV�LQLWLDWHG�WKH�HPHUJHQFH�RI�D�VRFLDO�FODVV�RI�SRRU
SHQVLRQHUV�� )XUWKHUPRUH�� VKLIWV� LQ� SHQVLRQ� UHJLPHV� WRZDUGV� IXOO\� IXQGHG� V\VWHPV� RU
V\VWHPV� FKDUDFWHUL]HG� E\� JUHDWHU� HPSKDVLV� RQ� WKH� FRQWULEXWRU\� VWRU\� RI� WKH� LQVXUHG� DUH
H[SHFWHG�WR�LQFUHDVH�VRFLDO�LQHTXDOLW\�DPRQJ�SHQVLRQHUV�LQ�WKH�ORQJHU�UXQ��7KLV�ODWWHU�HIIHFW
RI�SHQVLRQ�UHIRUPV�KRZHYHU�FDQQRW�EH�HYLGHQW�GXULQJ�WKH�ILUVW�\HDUV�RI�WKH�WUDQVLWLRQ�



��

9 5()250�675$7(*,(6�$1'�',9(5*,1*�&28175<�75(1'6
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:KLOH� WKH� DERYH� GHWHUPLQDQWV� RI� VRFLDO� VWUDWLILFDWLRQ� FDQ� EH� REVHUYHG� LQ� DOO� FRXQWULHV� LQ
WUDQVLWLRQ� WKH� DFWXDO� HIIHFWV� E\� FRXQWU\� KDYH� EHHQ� YHU\� GLYHUVH�� 0DMRU� GLIIHUHQFHV� OLH
EHWZHHQ�WKH�VLWXDWLRQ�LQ�3RODQG��+XQJDU\��&]HFK�5HSXEOLF��6ORYDNLD�DQG�6ORYHQLD�RQ�WKH
RQH�KDQG��DQG�FRXQWULHV�RI� WKH�)68�DQG�6((�RQ� WKH�RWKHU��*HQHUDOO\�VSHDNLQJ� WKH�VRFLDO
VLWXDWLRQ� LQ� (DVW�&HQWUDO� (XURSH� KDV� EHHQ� PXFK� EHWWHU� WKDQ� LQ� WKH� UHVW� RI� WKH� IRUPHU
VRFLDOLVW� ZRUOG� XQGHUJRLQJ� WUDQVLWLRQ�� 0DUNHW� UHIRUPV� LQ� WKH� )68� KDYH� EHHQ� IDU� PRUH
GLIILFXOW�EHFDXVH�RI�PXFK�KHDYLHU�OHJDFLHV�RI�FHQWUDOO\�SODQQHG�HFRQRP\�WR�D�JUHDWHU�H[WHQW
EXUGHQHG� E\� PDVVLYH� LQHIILFLHQFLHV� DQG� GLVWRUWLRQV� FRPSRXQGHG� E\� SHUYDVLYH
PLOLWDUL]DWLRQ� RI� SURGXFWLRQ�� &RQWUDU\� WR� &HQWUDO� (XURSHDQ� VWDWHV�� ZKLFK� PDQDJHG� WR
LPSOHPHQW� FRQVLVWHQW� ILVFDO� DQG� PRQHWDU\� UHIRUPV� WKDW� EURXJKW� TXLFN� VWDELOL]DWLRQ� DQG
HFRQRPLF� UHFRYHU\�� 5XVVLD� DQG� RWKHU� UHSXEOLFV� RI� WKH� )68� �ZLWK� WKH� H[FHSWLRQ� RI� WKH
%DOWLFV��GHPRQVWUDWHG�IDLOXUHV�LQ�PDFURHFRQRPLF�VWDELOL]DWLRQ�DQG�PDMRU�VWUXFWXUDO�UHIRUPV
�&RUQLD� DQG� 3RSRY�� IRUWKFRPLQJ��� 7KH� VRFLDO� FRVWV� RI� ODFN� RI� VWDELOL]DWLRQ�� SURORQJHG
LQIODWLRQ�DQG�UHFHVVLRQ�WKHUH�KDYH�EHHQ�YHU\�KLJK��7KH�KDUGVKLSV�RI�WKH�PDMRULW\�RI�FLWL]HQV
DQG� H[WUDRUGLQDU\� VRFLDO� LQHTXDOLW\� KDYH� EHHQ� PDGH� ZRUVH� E\� YHU\� SRRU� WD[� FROOHFWLRQ�
SHUYDVLYH�FRUUXSWLRQ�DQG�UHQW�VHHNLQJ�

$YDLODEOH� HYLGHQFH� DOORZV� VXJJHVWLQJ� WKH� IROORZLQJ� PDMRU� FDXVHV� RI� GLYHUJLQJ� FRXQWU\
SDWWHUQV� RI� LQHTXDOLW\� DQG� VRFLDO� PRELOLW\�� )LUVW�� LQHTXDOLW\� KDV� ULVHQ� IDVWHU� LQ� WKH� )68
EHFDXVH�RI�WKH�VKDUSHU�UHFHVVLRQ�H[SHULHQFHG�LQ�FRPSDULVRQ�ZLWK�&(��,Q�WKH�)68��WKH�IDOO
LQ� WKH�ZDJH�VKDUH�KDV�EHHQ�FRPSRXQGHG�E\� WKH�KXJH�ZDJH� DUUHDUV� DFFXPXODWHG�E\�PRVW
FRPSDQLHV�� 6HFRQG�� HDUQLQJV� LQHTXDOLW\� LQ� WKH� )68� URVH� PXFK� IDVWHU� WKDQ� LQ� &(�� ,Q
DGGLWLRQ��DGYHUVH�SROLF\�IDFWRUV��WKH�DEDQGRQPHQW�RI�HIIHFWLYH�PLQLPXP�ZDJH�UHJXODWLRQ�
WKH�PRUH� WKDQ� SURSRUWLRQDO� GHFOLQH� RI� VRFLDO� VHFWRU�ZDJHV�� WKH� LQDELOLW\� WR� FRQWDLQ�ZDJH
LQFUHDVHV�LQ�WKH�PRQRSROLVWLF�UHQW�VHFWRU�� LQ�WKH�)68�VHHP�WR�KDYH�JUHDWO\�FRQWULEXWHG� WR
LQFRPH� LQHTXDOLW\� DQG� GHFOLQH� RI� VRFLDO� VWDWXV� RI� VHYHUDO� SURIHVVLRQDO� DQG� RFFXSDWLRQDO
JURXSV��7KLUG��VRFLDO�WUDQVIHUV�LQ�WKH�)68�ZHUH�WUDGLWLRQDOO\�ORZHU��KDYH�IDOOHQ�IDVWHU��DQG
DUH� OHVV� HIILFLHQWO\� WDUJHWHG�� 7KH� GHFOLQH� RI� VRFLDO� ZHOIDUH� WKHUH� FDQ� EH� H[SODLQHG� E\
ZHDNHQLQJ�RI�WKH�VWDWH�FDSDFLW\�WR�LPSOHPHQW�FRQVLVWHQW�VRFLDO�SROLFLHV��,Q�&HQWUDO�(XURSH�
VRFLDO�WUDQVIHUV�KDYH�QRW�IDOOHQ�DV�GUDPDWLFDOO\�DQG�KHOSHG�WR�FRQWDLQ�WKH�VXUJH�RI�LQHTXDOLW\
RYHU�WKH�VKRUW�WHUP��7KH�ORQJ�WHUP�HIIHFW�RI�WKLV�SROLF\�LV��KRZHYHU��TXHVWLRQDEOH�EHFDXVH
RI� WKH� ORQJ�WHUP� LQWHU�JHQHUDWLRQDO� GLVWULEXWLYH� SUREOHPV� LW�PD\� FDXVH�� ,Q� DGGLWLRQ�� HYHQ
RYHU� WKH� VKRUW�WHUP� WUDQVIHU� SROLF\� PD\� KDYH� EHHQ� OHVV� WKDQ� LGHDO�� :KLOH� IDPLO\
DOORZDQFHV�� XQHPSOR\PHQW� FRPSHQVDWLRQ� DQG� VRFLDO� DVVLVWDQFH� DSSHDU� WR� KDYH� EHHQ
LQFUHDVLQJO\� EHWWHU� WDUJHWHG�� SHQVLRQ� UHIRUP� KDV� FRQWULEXWHG� WR� D� VKLIW� WRZDUGV� JUHDWHU
LQHTXDOLW\�� )LQDOO\�� LQ� VRPH� RI� WKHVH� FRXQWULHV�� WKH� VXUJH� LQ� LQHTXDOLW\�PLJKW� KDYH� EHHQ
H[DFHUEDWHG�E\�WKH�DSSURDFK�IROORZHG�LQ�WKH�SULYDWL]DWLRQ�RI�VWDWH�DVVHWV�DQG�E\�D�JUHDWHU
LQIRUPDOL]DWLRQ�RI�WKH�HFRQRP\�

7ZR�EURDG�SDWWHUQV�VHHP�WR�EH�HPHUJLQJ�IURP�WKH�DQDO\VLV�RI�DYDLODEOH�HYLGHQFH�
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��� &HQWUDO�(XURSH��&(���D�FRPSDUDWLYHO\�PRGHUDWH�LQFUHDVH�LQ�LQHTXDOLW\

,Q� WKH� &(� HFRQRPLHV� WKH� *LQL� FRHIILFLHQW� RI� QHW� SHU� FDSLWD� KRXVHKROG� LQFRPH� URVH� RQ
DYHUDJH�E\���SHUFHQWDJH�SRLQWV��DQ�DPRXQW�VXUSULVLQJO\�VLPLODU�WR�WKH� 
DYHUDJH�GLIIHUHQFH

EHWZHHQ�WKH�PDUNHW�DQG�VRFLDOLVW�HFRQRPLHV�RI�(XURSH�GXULQJ�WKH�SUHWUDQVLWLRQ�SHULRG��$W
SUHVHQW��WKH�&(�HFRQRPLHV��ZLWK�WKH�H[FHSWLRQ�RI�3RODQG��KDYH�*LQL�FRHIILFLHQWV�VLPLODU�WR
WKRVH�RI�WKH�8.�DQG�&DQDGD�DQG�KLJKHU�WKDQ�WKRVH�RI�WKH�1RUGLF�FRXQWULHV�DQG�*HUPDQ\�
)RU� WKHVH� HFRQRPLHV� RQH� FRXOG� K\SRWKHVL]H� D� 
SK\VLRORJLFDO� DGDSWDWLRQ� RI� LQHTXDOLW\
� WR
OHYHOV� W\SLFDO� RI� D� ZHVWHUQ� PDUNHW� HFRQRP\�� +RZHYHU�� WKLV� 
VSRQWDQHRXV� DGDSWDWLRQ

K\SRWKHVLV� GRHV� QRW� VHHP� WR� EH� ERUQH� RXW� E\� WKH� HYLGHQFH�� DV� LQ� &(� WKH� VRXUFHV� RI
LQHTXDOLW\�DUH�VXEVWDQWLDOO\�GLIIHUHQW�IURP�WKRVH�RI�WKH�GHYHORSHG�PDUNHW�HFRQRPLHV�

7KH� VRFLDO� VWUXFWXUHV� RI� &HQWUDO� (XURSHDQ� FRXQWULHV� LQ� WUDQVLWLRQ� GLG� QRW� H[SHULHQFH
SRODUL]DWLRQ� WR� DQ� H[WUHPH� H[WHQW��:KLOH� UHUDQNLQJ� RI� VRFLDO� VWDWXV� RI� YDULRXV� JURXSV� LV
FHUWDLQO\� WDNLQJ� SODFH� WKH� JDS� EHWZHHQ� WKH� HOLWH� DQG� WKH� UHVW� RI� WKH� VRFLHW\� ORRNV� OHVV
SURIRXQG�ZKLOH�WKH�JURXS�RI�VHYHUHO\�GHSULYHG�SHRSOH�LV�IDU�OHVV�PDVVLYH�WKDQ�LQ�WKH�)68�
7KHVH� FRXQWULHV� KDYH� PDGH� UHDO� SURJUHVV� LQ� WKH� IRUPDWLRQ� RI� D� PLGGOH� FODVV� RI� VPDOO
HQWUHSUHQHXUV��$�VXEVWDQWLDO�SDUW�RI�SURIHVVLRQDOV�DQG�LQWHOOHFWXDOV��HVSHFLDOO\� WKH�\RXQJHU
RI�WKHP��KDYH�IRXQG�WKHLU�VXFFHVVIXO�ZD\�LQ�WKH�PDUNHW�HFRQRP\�

6LJQLILFDQW�GLIIHUHQFHV�KRZHYHU� H[LVW� EHWZHHQ�&HQWUDO�(XURSHDQ�FRXQWULHV� DV�ZHOO� DV� WKH
FRPSDULVRQ�EHWZHHQ� WKH�&]HFK�5HSXEOLF�DQG�3RODQG� VKRZV��3RODQG�DQG�&]HFK�5HSXEOLF
DUH�ERWK�UDGLFDO�DQG�PRVW�FRQVLVWHQW�UHIRUPHUV�ZKLFK�KDG�LQKHULWHG�PRUH�PRELOH�HFRQRPLHV
OHVV� EXUGHQHG� ZLWK� WKH� PLOLWDU\� VHFWRU� DQG� RYHU�LQGXVWULDOL]DWLRQ�� DQG� PRUH� GHYHORSHG
VRFLDO�VHFWRUV��7KH\�ERWK�H[SHULHQFHG�D�PRGHVW� UHFHVVLRQ�DQG� UDWKHU�TXLFN� UHFRYHU\��7KH
GLVWULEXWLRQDO�FRQVHTXHQFHV�RI� WKH�WUDQVLWLRQ�KRZHYHU�KDSSHQHG�WR�EH�TXLWH�GLIIHUHQW��7KH
&]HFK� 5HSXEOLF� GHPRQVWUDWHG� SHUVLVWHQFH� RI� ZDJHV� HFRQRP\�� ORZ� HDUQLQJV� LQHTXDOLW\�
YRXFKHU�SULYDWL]DWLRQ��DQG�VWURQJ�DQG�WDUJHWHG�WUDQVIHU�V\VWHP��,Q�3RODQG�SULYDWL]DWLRQ�ZDV
GHOD\HG��ZDJH� HFRQRP\� H[SHULHQFHG� D� GHFOLQH� ZKLOH� VRFLDO� WUDQVIHU� V\VWHP�� DOEHLW� TXLWH
ODUJH��KDG�VLJQLILFDQW�GLVWRUWLRQV��&RQVHTXHQWO\��3RODQG�KDV�PXFK�KLJKHU�OHYHOV�RI�HDUQLQJV
DQG�LQFRPH�LQHTXDOLW\�DV�ZHOO�DV�WKH�LQFLGHQFH�RI�SRYHUW\��6RFLDO�UHUDQNLQJ�LQ�3RODQG�DOVR
ORRNV�PRUH�VLJQLILFDQW�WKDQ�LQ�WKH�&]HFK�5HSXEOLF��,W�DSSHDUV�WKDW�WKH�&]HFK�5HSXEOLF�KDV
SUHVHUYHG�PXFK�PRUH�RI� WKH�ROG� VRFLDO� VWUXFWXUH� WKDQ�3RODQG�ZKHUH� WKH� IRUPDWLRQ�RI� WKH
QHZ�FDSLWDOLVW�DQG�PLGGOH�FODVV�LV�DPRQJ�WKH�PRVW�LQWHQVLYH�LQ�FRXQWULHV�LQ�WUDQVLWLRQ�

��� $�UDSLG�VXUJH�LQ�LQHTXDOLW\�LQ�WKH�)68�DQG�6((

,Q� PRVW� RI� WKH� )68� DQG� 6((�� WKH� *LQL� FRHIILFLHQW� RI� WKH� GLVWULEXWLRQ� RI� QHW� SHU� FDSLWD
KRXVHKROG�LQFRPH�URVH�E\�DERXW����SHUFHQWDJH�SRLQWV²L�H��������WLPHV�IDVWHU�WKDQ�LQ�&(�
,QFRPH� LQHTXDOLW\� LQ� WKHVH� FRXQWULHV� LV� QRZ� VXEVWDQWLDOO\� JUHDWHU� WKDQ� LQ� PRVW� 2(&'
FRXQWULHV�DQG�LV�JUDGXDOO\�PRYLQJ�LQ�WKH�GLUHFWLRQ�RI�WKDW�RI�WKH�KLJK�LQHTXDOLW\�FRXQWULHV
RI�/DWLQ�$PHULFD��HYHQ�LI�WKH�VRXUFHV�RI�LQHTXDOLW\�VHHP�WR�EH�TXLWH�GLIIHUHQW��(YHQ�WKHVH
GDWD�PD\�JLYH�RQO\�D�SDUWLDO�LGHD�RI�WKH�GLVWULEXWLRQDO�HDUWKTXDNH�XQGHUZD\�LQ�WKH�UHJLRQ�
,Q�YLHZ�RI�WKH�JURZLQJ�XQGHU�UHSRUWLQJ�RI�LQFRPH�DIIHFWLQJ�RIILFLDO�VXUYH\V��LW�LV�OLNHO\�WKDW
LQFRPH�GLVSDULW\�RYHU� WKH�SDVW�GHFDGH�KDV� ULVHQ�HYHQ� IDVWHU��6PDOOHU� VXUYH\V� �ZLWK� IDLUO\
DFFXUDWH�UHSRUWLQJ�RI�LQFRPHV��VHHP�WR�LQGLFDWH�WKDW�D�WLQ\�FODVV�RI�
QHZ�ULFK
�QRZ�FRQWUROV
DQ�H[RUELWDQW�VKDUH�RI�WRWDO�LQFRPH�� ,Q�5XVVLD��WKH�LQFRPH�JDS�EHWZHHQ�WKH�PRUH�DIIOXHQW
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���SHU�FHQW�RI�WKH�SRSXODWLRQ�DQG�WKH����SHU�FHQW�SRRUHVW�LQFUHDVHG�IURP�IRXU�WLPHV�DW�WKH
VWDUW� RI� WKH� UHIRUPV� WR� ����� WLPHV� LQ� $SULO� ����� �*RVFRPVWDW� ������ ������ 7KH� IRUPHU
UHFHLYH����SHU�FHQW�RI�DOO�LQFRPHV��DQG�WKH�ODWWHU��D�PHDJUH�����SHU�FHQW�

6RFLDO� VWUXFWXUH� RI� 5XVVLD� DQG� VRPH� RWKHU� FRXQWULHV� LQ� WKH� )68� LV� FKDUDFWHUL]HG� E\� WKH
HPHUJHQFH� RI� H[WUHPHO\�ZHDOWK\� DQG� SRZHUIXO� HFRQRPLF� HOLWH��ZLWK� WKH� LPSRYHULVKPHQW
DQG� GHSULYDWLRQ� RI� EURDG� VWUDWD� RI� WKH� SRSXODWLRQ�� ([WUHPHO\� VNHZHG� LQFRPH� DQG� DVVHW
GLVWULEXWLRQ� LPSHGHV� WKH� IRUPDWLRQ� RI� WKH� PLGGOH� FODVV�� DQG� JHQHUDOO\� WKH� ORVHUV� RI� WKH
WUDQVLWLRQ� ODUJHO\� RXWQXPEHU� D� VPDOO� KHWHURJHQHRXV� JURXS� RI� ZLQQHUV�� &RUUXSWLRQ� DQG
FULPH� ODUJHO\� LQIOXHQFLQJ� WKH� SURFHVVHV� RI� VRFLDO� VWUDWLILFDWLRQ� DFTXLUHG� IDU� ODUJHU� VFDOH
FRPSDUHG�WR�&HQWUDO�(XURSH�

:LWKLQ� WKLV� YDVW� UHJLRQ� LWVHOI� VLJQLILFDQW� GLYHUJHQFH� RI� HPHUJHQW� VRFLDO� VWUXFWXUHV� E\
FRXQWU\�FDQ�EH�REVHUYHG��7KH�WZR�ODUJHVW�FRXQWULHV�5XVVLD�DQG�8NUDLQH�DUH�FKDUDFWHUL]HG
E\�VLPLODU�LQLWLDO�FRQGLWLRQV�KDYLQJ�WKH�ORQJHVW�KLVWRU\�RI�FHQWUDO�SODQQLQJ�DQG�HFRQRPLHV
GLVWRUWHG�E\�ODUJH�VFDOH�LQHIILFLHQW�KHDY\�LQGXVWULHV�ZLWK�D�ELJ�VKDUH�RI�PLOLWDU\�LQGXVWULDO
FRPSOH[��7KH�UHIRUP�SDWKV�DQG�HPHUJLQJ�HFRQRPLF�DQG�VRFLDO�VWUXFWXUHV�QHYHUWKHOHVV�ORRN
UDWKHU� GLIIHUHQW�� 5XVVLD� KDV� GHPRQVWUDWHG� D� VKRFN� WKHUDS\� DSSURDFK�� ODUJH� UHFHVVLRQ�
FROODSVH�RI�ZDJH�HFRQRP\��LQVLGHU�SULYDWL]DWLRQ��DQG�D�KLJK�H[WHQW�RI�LQIRUPDOL]DWLRQ�RI�WKH
HFRQRP\��8NUDLQH�DWWHPSWHG�WR�LPSOHPHQW�D�JUDGXDO�UHIRUP�VWUDWHJ\�DQG�KDG�HYHQ�ODUJHU
LQIODWLRQDU\� UHFHVVLRQ�� VLJQLILFDQW� LQIRUPDOL]DWLRQ� RI� WKH� HFRQRP\�� GHOD\HG� SULYDWL]DWLRQ�
%RWK� FRXQWULHV� DW� WKH� VDPH� WLPH� H[SHULHQFHG� WKH� KLJKHVW� OHYHO� RI� HDUQLQJV� DQG� LQFRPH
LQHTXDOLW\�DQG�KDYH�ZHDN�VRFLDO�WUDQVIHU�V\VWHPV��3RYHUW\�UDWHV�LQ�ERWK�FRXQWULHV�DUH�TXLWH
KLJK��WKH�QXPEHU�RI�ORVHUV�LV�PDVVLYH��ZKLOH�WKH�PLJKW�DQG�ZHDOWK�RI�SRZHUIXO�HOLWHV�ODUJHO\
GHWHUPLQH�WKH�HFRQRPLF�DQG�SROLWLFDO�VFHQH��&RUUXSWLRQ�DQG�FULPH�KDYH�UHDFKHG�H[RUELWDQW
SURSRUWLRQV�� :LWK� WKLV� LPSRUWDQW� VLPLODULW\� 5XVVLD� DSSHDUV� WR� KDYH� KDG� D� PXFK� JUHDWHU
UHUDQNLQJ�LQ�LQFRPH�SRVLWLRQV�DQG�VRFLDO�KLHUDUFK\�WKDQ�8NUDLQH��,W�PD\�EH�DOVR�VXJJHVWHG
WKDW� WKH� FKDQJH�ZLWKLQ� WKH� HOLWH� KDV� EHHQ�PRUH� VLJQLILFDQW� LQ�5XVVLD� WKDQ� LQ� WKH�8NUDLQH
ZKHUH�WKH�ROG�FODVV�RI�PDQDJHUV�DQG�EXUHDXFUDWV�KDV�PDQDJHG�WR�VDIHJXDUG�PRUH�LQIOXHQFH
DQG�VRFLDO�VWDWXV�

6((�� LQ� WKH� ILUVW� SODFH� 5RPDQLD� DQG� %XOJDULD�� LV� FKDUDFWHUL]HG� E\� D� VORZHU� SURJUHVV� RI
HFRQRPLF�UHIRUPV�DQG�KLJK�OHYHOV�RI�VRFLDO�LQHTXDOLW\�DQG�SRYHUW\��/RFDO�HFRQRPLHV�KDYH
H[SHULHQFHG� D� FRQVLGHUDEOH� UHFHVVLRQ� DQG� PHGLXP�WR�KLJK� LQIRUPDOL]DWLRQ�� 3ULYDWL]DWLRQ
DQG�OLEHUDOL]DWLRQ�XQWLO�UHFHQWO\�KDYH�EHHQ�TXLWH�OLPLWHG��HDUQLQJV�LQHTXDOLW\�LV�KLJK�ZKLOH
VRFLDO�WUDQVIHU�V\VWHP�SURYHG�UDWKHU�ZHDN��'HVSLWH�JURZLQJ�LQHTXDOLW\�VRFLDO�PRELOLW\�DQG
UHUDQNLQJ� LV� \HW� PRUH� OLPLWHG� FRPSDUHG� WR� RWKHU� FRXQWULHV� LQ� (DVWHUQ� (XURSH�� 'HOD\HG
SULYDWL]DWLRQ� GLG� QRW� DOORZ� VLJQLILFDQW� FDSLWDOLVW� FODVV� WR� HYROYH�� 0XFK� VORZHU� LV� WKH
IRUPDWLRQ� RI� VPDOO�VFDOH� HQWHUSUHQHXUVKLS�� :KLOH� LQFRPH� OHYHOV� RI� WKH� ZRUNLQJ� FODVV�
IDUPHUV�DQG� LQWHOOLJHQWVLD�KDYH�GHFOLQHG�GXH� WR� HFRQRPLF� UHFHVVLRQ�� VWUDWLILFDWLRQ�RI� WKHLU
VRFLDO�VWDWXV��DSDUW�IURP�HDUQLQJV�GLIIHUHQWLDWLRQ��KDYH�QRW�\HW�WDNHQ�SODFH�RQ�D�VLJQLILFDQW
VFDOH��7KHVH�SURFHVVHV��KRZHYHU��DUH�OLNHO\�WR�LQWHQVLI\�DIWHU�PRUH�UDGLFDO�UHIRUP�SROLFLHV
KDYH�EHHQ�LQLWLDWHG�

7KH�UHJLRQ�RI�&HQWUDO�$VLD�KDV�FRQVLGHUDEOH�VSHFLILFLW\�DV�ZHOO�DV�GLYHUVLW\��ZKLFK�FDQ�EH
VHHQ� E\� FRPSDULQJ�8]EHNLVWDQ� DQG�.\UJ\]VWDQ�� 7KHVH� WZR� QHZO\� LQGHSHQGHQW� FRXQWULHV
KDYH� D� FRPPRQ� KHULWDJH� DV� IRUPHU� 6RYLHW� UHSXEOLFV� ZLWK� VLPLODU� VRFLDO� DQG� HFRQRPLF
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VWUXFWXUHV�� 7KH\� ZHUH� FKDUDFWHUL]HG� E\� KLJKHU� SURSRUWLRQV� RI� UXUDO� SRSXODWLRQV�� ODUJHO\
GLVWRUWHG�HFRQRPLHV�GRPLQDWHG�E\�QDUURZO\�VSHFLDOL]HG�FROOHFWLYL]HG�IDUPLQJ��VXEVWDQWLDO
SRUWLRQ� RI� GHIHQFH� LQGXVWULHV� DQG� KLJK� GHSHQGHQFH� RQ� ILQDQFLDO� WUDQVIHUV� IURP� WKH
PHWURSROLWDQ� FHQWUH�� 5HIRUP� VWUDWHJLHV� KRZHYHU� KDYH� EHHQ� TXLWH� GLIIHUHQW�� .\UJ\]VWDQ
LQWURGXFHG� UDWKHU� UDGLFDO� OLEHUDOL]DWLRQ� VLPLODU� WR� WKH� 5XVVLDQ� FDVH�� 7UDQVIRUPDWLRQDO
UHFHVVLRQ�WKHUH�DV�ZHOO�DV�WKH�FROODSVH�RI�ZDJHV�ZDV�YHU\�GHHS�ZKLOH�WKH�V\VWHP�RI�VRFLDO
SURWHFWLRQ� SURYHG� IDU� LQDGHTXDWH�� &RQVHTXHQWO\�� .\UJ\]VWDQ� KDV� KDG� SHUYDVLYH
LQIRUPDOL]DWLRQ�RI�WKH�HFRQRP\�DQG�YHU\�KLJK�OHYHOV�RI�LQFRPH�LQHTXDOLW\�DQG�SRYHUW\��2Q
WKH�FRQWUDU\��8]EHNLVWDQ�IROORZLQJ�D�JUDGXDOLVW�UHIRUP�VWUDWHJ\�KDV�KDG�PRGHVW� UHFHVVLRQ
OLPLWHG� LQIRUPDOL]DWLRQ��PRGHUDWH� HDUQLQJV� LQHTXDOLW\�� QR� SULYDWL]DWLRQ�� DQG� VWURQJ� VRFLDO
SURWHFWLRQ�V\VWHP��6RFLDO�VWUDWLILFDWLRQ�LQ�.\UJ\]VWDQ�KDV�JRQH�FRQVLGHUDEO\�IXUWKHU�WKDQ�LQ
8]EHNLVWDQ�� .\UJ\]VWDQ� KDV� VHHQ� WKH� IRUPDWLRQ� RI� D� QRWLFHDEOH� JURXS� RI� EXVLQHVVPDQ�
PDLQO\� LQ� WKH� FRPPHUFLDO� DQG� EDQNLQJ� VHFWRU�� $� FRQVLGHUDEOH� SDUW� RI� WKH� .\UJ\]
SRSXODWLRQ� KDV�PRYHG� LQWR� VXEVLVWHQFH� VHOI�HPSOR\PHQW�� UDQJLQJ� IURP� VKXWWOH�WUDGHUV� WR
IDUPHUV�ZKR�UHFHLYHG�WKHLU�SORWV�RI�ODQG�IRU�LQGLYLGXDO�XVH�EXW�DUH�IRU�WKH�PRVW�SDUW�XQDEOH
WR�VHW�XS�SURGXFWLYH�FURS�FXOWLYDWLRQ�RU�FDWWOH�EUHHGLQJ��6LPLODU�FKDQJHV�LQ�8]EHNLVWDQ�DUH
PXFK�PRUH� OLPLWHG� GXH� WR� VORZ� WUDQVLWLRQ��&RUUXSWLRQ� DQG� FULPH� DUH�ZLGHVSUHDG� LQ� ERWK
FRXQWULHV� EXW� .\UJ\]VWDQ� PD\� EH� PRUH� H[SRVHG� WR� WKRVH� SKHQRPHQD� GXH� WR� D� ZHDNHU
JRYHUQPHQW�� 'UXJ� WUDIILFNLQJ� LV� D� SDUWLFXODUO\� VHULRXV� VRFLDO� SUREOHP�� HVSHFLDOO\� LQ
.\UJ\]VWDQ��&ODQ� UHODWLRQVKLS� DQG� FRPPXQLW\� QHWZRUNV� KDYH� FUXFLDO� LQIOXHQFH� RQ� VRFLDO
VWUXFWXUHV�LQ�ERWK�&HQWUDO�$VLDQ�FRXQWULHV�
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)RU� SXUSRVHV� RI� WKH� DQDO\VLV� RI� FKDQJHV� LQ� VRFLDO� VWUXFWXUH� VRFLDO� DFWRUV� FDQ� EH� JURXSHG
DFFRUGLQJ�WR�GHVFULSWLYH�W\SRORJLFDO�FKDUDFWHULVWLFV�LQWR�SROLWLFLDQV��EXUHDXFUDWV��PDQDJHUV�
HQWUHSUHQHXUV�� SURIHVVLRQDOV�� EOXH�FROODU� ZRUNHUV�� IDUPHUV� DQG� SHDVDQWV�� 7KHVH
GLVWLQJXLVKDEOH�JURXSV�GLIIHU�E\�VXFK�IHDWXUHV�DV�OHYHOV�RI�VNLOO�DQG�HGXFDWLRQ��HPSOR\PHQW
LQ� WKH� SULYDWH� RU� WKH� SXEOLF� VHFWRU�� RU� LQ� LQIRUPDO� HFRQRPLF� DFWLYLWLHV� �LQ� SDUWLFXODU�
VXEVLVWHQFH�VHOI�HPSOR\PHQW���7KH\�FDQ�EH� IXUWKHU� UDQNHG�DQG�DVFULEHG� WR�EURDGHU� VRFLDO
VWDWXV� DQG� FODVV� JURXSV� XVLQJ� VXFK� GHWHUPLQDQWV� DV� LQFRPH�� DVVHW� RZQHUVKLS� �LQFOXGLQJ
ODQG���HGXFDWLRQ��SROLWLFDO�LQIOXHQFH��OLIHVW\OH��FRQVXPSWLRQ��DQG�VRFLDO�SUHVWLJH�RI�WKH�MRE�
7KH� DERYH� LQGLFDWRUV� FDQ� DOVR� VHUYH� WR� PHDVXUH� HFRQRPLF� DQG� VRFLDO� GLVWDQFH� EHWZHHQ
JURXSV��� ,Q�PDQ\�FDVHV�D�KLJKHU� OHYHO�RI� LQFRPH�DQG�FRQVXPSWLRQ�FRUUHVSRQGV� WR�KLJKHU
HGXFDWLRQ�DQG�VRFLDO�SUHVWLJH��+RZHYHU��LQ�WKH�VSHFLILF�VLWXDWLRQ�RI�WUDQVLWLRQDO�VRFLHWLHV�D
KLJK�HGXFDWLRQDO�OHYHO�DQG�VRFLDOO\�SUHVWLJLRXV�MRE��H�J��SURIHVVRU��UHVHDUFKHU��RU�DUWLVW��PD\
VWLOO�LQGLFDWH�D�KLJKHU�VRFLDO�VWDWXV�GHVSLWH�ORZ�LQFRPH��GHFOLQHG�LQ�WKH�FRXUVH�RI�WUDQVLWLRQ�
DQG�UHVWUDLQHG�FRQVXPSWLRQ�

5HGLVWULEXWLRQ�RI� LQFRPH�DQG�DVVHWV�DQG�WKH� ULVH� LQ�LQHTXDOLW\� LQ�WUDQVLWLRQDO�VRFLHWLHV�KDV
OHDG�WR�JUHDWHU�VRFLDO�SRODUL]DWLRQ�ZKLFK�LV�XQGHUVWRRG�KHUH�DV�ZLGHQLQJ�GLVWDQFH�EHWZHHQ
JURXSV�� LQ� SDUWLFXODU� EHWZHHQ� XSSHU� DQG� ORZHU� OHYHOV� RI� VRFLDO� VWUXFWXUH�� $SDUW� IURP� DQ
LQFUHDVH� LQ� 
HFRQRPLF�GLVWDQFH
� EHWZHHQ� JURXSV�RI�KRXVHKROGV� WKH� HFRQRPLF� WUDQVLWLRQ� LV
DOVR�DVVRFLDWHG�ZLWK�FRQVLGHUDEOH� UHUDQNLQJ�DPRQJ�VRFLRHFRQRPLF�JURXSV�� VKDUS� FKDQJHV
LQ�VRFLDO�KLHUDUFKLHV��6XFK�VRFLDO�UHUDQNLQJ�FDQ�EH�YLHZHG�DV�PRELOLW\� IURP�RQH�JURXS� WR
DQRWKHU� RU� XS� RU� GRZQ� LQ� WKH� KLHUDUFK\�� 7KHVH� FKDQJHV� KDYH� EHHQ� UDWKHU� UDSLG� DQG� WKH
SURFHVV�RI�VRFLDO�VWUDWLILFDWLRQ�KDV�QRW�\HW�VWDELOL]HG��6WDWLVWLFV�DQG�VRFLDO�VXUYH\V�DYDLODEOH
GR�QRW�DOORZ�D�FOHDU�GHILQLWLRQ�RI�QHZO\�HPHUJHQW�VRFLDO�JURXSV��7KH�ZLGHVSUHDG�FRQFHSW
RI�ZLQQHUV� DQG� ORVHUV� LQ� WKH� FRXUVH�RI� WKH� WUDQVLWLRQ�PD\�EH� XVHG� DOWKRXJK� LWV� DQDO\WLFDO
OLPLWDWLRQV�VKRXOG�EH�UHFRJQL]HG�

,Q�DGGLWLRQ�WR�WKH�ORVV�RI�LQFRPH�WKH\�PD\�KDYH�H[SHULHQFHG��PDQ\�RI�WKH�SHRSOH�HQMR\LQJ
KLJK� VRFLDO� VWDWXV� DQG� SROLWLFDO� SRZHU� GXULQJ� WKH� IRUPHU� UHJLPH� DSSHDU� WR� KDYH� EHHQ
UHOHJDWHG�DW�WKH�ERWWRP�RI�WKH�VRFLDO�ODGGHU��/RVV�RI�VRFLDO�VWDWXV�KDV�EHHQ�FRPPRQ�DPRQJ
WKH� IRUPHU� 
ODERXU� HOLWH
�� L�H�� WKH� PLGGOH�DJHG�� VHPL�VNLOOHG� ZRUNHUV� HPSOR\HG� LQ� KHDY\
LQGXVWU\�� SDUW� RI� WKH� LQWHOOHFWXDO� FODVV�� DQG�PDQDJHUV� RI� VWDWH� FRPSDQLHV��$� FRQVLGHUDEOH
SDUW�RI�WKLV�ZLGH�JURXS��HVSHFLDOO\�PHPEHUV�RI�WKH�QRPHQFODWXUD��HQWHUSULVH�PDQDJHUV�DQG
\RXQJHU�SURIHVVLRQDOV��VHHPV��KRZHYHU��WR�KDYH�DGMXVWHG�WR�WKH�QHZ�VLWXDWLRQ�DQG�UHWDLQHG
FRQVLGHUDEOH�VRFLDO�VWDWXV��6RFLDO�GLVRULHQWDWLRQ�LV�DFXWH�IRU�PRVW�RI�WKH�HOGHUO\�ZKR�VHH�WKH
YDQLVKLQJ� RI� WKH� YDOXHV�� QRUPV� DQG� WKHLU� OLIHWLPH� VDYLQJV�� /RVV� RI� SROLWLFDO� SRZHU� LV�
REYLRXVO\� PRVW� DFXWH� DPRQJ� WKH� ROGHU� JHQHUDWLRQ� RI� SDUW\� FDGUHV� DQG� EXUHDXFUDWV�� 7KH

���������������������������������������������
� 7DW\DQD� =DVODYVND\D� XVHG� WHQ� VWDWXV� YDULDEOHV� WR� LGHQWLI\� WKH� SRVLWLRQ� RI� YDULRXV� JURXSV� LQ� WKH� VRFLDO
VWUXFWXUH��HGXFDWLRQDO�OHYHO��VHOI�DVVHVVPHQW�RI�VNLOOV��EDVLF�RFFXSDWLRQ��SULQFLSDO�NLQG�RI�DFWLYLW\��HFRQRPLF
EUDQFK�LQ�ZKLFK�WKH�SHUVRQ�LV�HPSOR\HG��VHFWRU�RI�WKH�HFRQRP\��DFFRUGLQJ�WR�W\SH�RI�SURSHUW\���VL]H�RI�WKH
HQWHUSULVH� �ILUP�� LQ� WHUPV�RI�QXPEHU�RI�HPSOR\HG��SURIHVVLRQDO�DQG�RFFXSDWLRQDO�JURXS��GHWHUPLQHG�E\� WKH
QDWXUH� RI� WKH� ZRUN� SHUIRUPHG� DQG� WKH� UHVSRQGHQW
V� VHOI�DVVHVVPHQW��� DQG� WKH� OHYHO� RI� UHDO� LQFRPH
�=DVODYVND\D�������
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SRVLWLRQ� RI� FLYLO� VHUYDQWV� LV� DOVR�ZHDNHQHG� E\� ODFN� RI� IXQGV� DQG�ZLGHVSUHDG�PLVWUXVW� LQ
DQ\WKLQJ�WKDW�LV�VRFLDOLVW��VRFLDO�RU�HYHQ�SXEOLF�

7KH�LQWHQVLW\�RI�VRFLDO�UHUDQNLQJ��PRELOLW\�DQG�WKH�ZLGWK�RI�VRFLDO�GLVWDQFH�EHWZHHQ�XSSHU
DQG�ORZHU�FODVVHV�LQ�FRPSDULVRQ�ZLWK�WKH�VLWXDWLRQ�SULRU� WR� WUDQVLWLRQ�VLJQLILFDQWO\�GLIIHUV
E\�DUFKHW\SDO�WUDQVLWLRQDO�FRXQWULHV�DV�GLYHUVH�DV�3RODQG��5XVVLD�RU�WKRVH�LQ�&HQWUDO�$VLD��$
EURDG�SDWWHUQ�RI�VRFLDO�VWUDWLILFDWLRQ�DSSDUHQW�LQ�WUDQVLWLRQDO�VRFLHWLHV�LQFOXGHV�

��� WKH�QHZ�HOLWH� �LW� LV� HVSHFLDOO\� LPSRUWDQW� WR� LQYHVWLJDWH�ZKR�DUH� WKH�QHZ� FDSLWDOLVWV
DQG�ZKDW�LV�WKH�QDWXUH�RI�HPHUJLQJ�FDSLWDOLVP��

��� WKH� PLGGOH� FODVV� �GHVSLWH� ZLGHVSUHDG� SHUFHSWLRQ� WKDW� WKHUH� LV� QR� PLGGOH� FODVV� LQ
SRVW�FRPPXQLVW�VRFLHWLHV��WKHUH�LV�HYLGHQFH�RI�D�UDSLGO\�JURZLQJ�QHZ�FRPPHUFLDO�
PDQDJHULDO��DQG�SURIHVVLRQDO�PLGGOH�FODVV��

��� WKH�PRVW� QXPHURXV� EDVH� VWUDWXP²
WKH� SHRSOH
� LQFOXGLQJ� WKH� EXON� RI� WKH�ZRUNLQJ
FODVV��EOXH�FROODU�ZRUNHUV���IDUPHUV�DQG�SHDVDQWV��WKH�PDVV�LQWHOOLJHQWVLD�HPSOR\HG
LQ�WKH�VWDWH�EXGJHWDU\�VHFWRU�

��� VRFLDOO\�GHSULYHG�DQG�PDUJLQDOL]HG�JURXSV�

$WWHPSWV� WR�DVVHVV�TXDQWLWDWLYH�SURSRUWLRQV�RI�VRFLDO� FODVVHV� LQ�D� WUDQVLWLRQDO� VRFLHW\� IDFH
VHULRXV� PHWKRGRORJLFDO� DQG� GDWD� SUREOHPV�� )RU� WKLV� SXUSRVH� LQIRUPDWLRQ� IURP� YDULRXV
VRFLRORJLFDO� VXUYH\V� DQG� LQFRPH� VWDWLVWLFV� LV� XVXDOO\� XVHG�� ,QFRPH� OHYHOV� DQG� KRXVHKROG
DVVHW�KROGLQJ� JHQHUDOO\� VHUYH� DV�SULPH�FULWHULD� IRU� UDQNLQJ�E\� VRFLDO� FODVV�RU� VWDWXV��7KLV
LQIRUPDWLRQ�PD\�EH�VXSSRUWHG�E\�VHOI�HYDOXDWLRQ�RI�UHVSRQGHQWV�REWDLQHG�LQ�RSLQLRQ�SROOV�
6XFK�VXUYH\�E\�WKH�0RVFRZ�,QVWLWXWH�RI�6RFLR�3ROLWLFDO�5HVHDUFK�LQ������HVWLPDWHG�DERXW
��SHU�FHQW�RI�5XVVLDQV�DV�EHORQJLQJ�WR�WKH�ULFK�RU� WKH�XSSHU�FODVV��DQG����SHU�FHQW� WR� WKH
PLGGOH� FODVV� �.KORS
HY����������������7KH�PDMRULW\� RI� WKH� UHPDLQLQJ���� SHU� FHQW� RI� WKH
SRSXODWLRQ�ZRXOG�UHSUHVHQW�WKH�EDVH�VWUDWXP�RI�WKH�VRFLHW\��3DUW�RI�WKLV�PDMRULW\�KDV�EHHQ
DIIHFWHG�E\�SRYHUW\�DQG�EHORQJV�WR�VHYHUHO\�GHSULYHG�VRFLDO�JURXSV�

3RYHUW\�PHDVXUHPHQW�LQ�WUDQVLWLRQDO�VRFLHW\�SUHVHQW�VSHFLILF�SUREOHPV��ZKLFK�GR�QRW�DOORZ
DWWDLQLQJ� DQ\� DFFXUDWH� QXPEHUV�� )RU� WKH� DQDO\VLV� RI� VRFLDO� VWUDWLILFDWLRQ� IXUWKHU� GLIILFXOW\
OLHV�LQ�WKH�IDFW�WKDW�SRYHUW\�IRU�PDQ\�SHRSOH�DIIHFWHG�KDV�WUDQVLWLRQDO�VKRUW�WHUP�FKDUDFWHU�
,Q�WKH�5XVVLDQ�FDVH�RIILFLDO�HVWLPDWHV�RI�WKH�SRYHUW\�UDWH�IOXFWXDWHG�ZLWKLQ�������SHU�FHQW�RI
WKH�SRSXODWLRQ��)RU�WKH�DQDO\VLV�RI�VRFLDO�VWUXFWXUHV�WKH�LQFLGHQFH�RI�ORQJ�WHUP�SRYHUW\�LV�D
PRUH�UHOLDEOH�LQGLFDWRU�RI�WKH�SURSRUWLRQ�RI�WKH�SRSXODWLRQ�TXDOLILHG�DV�VHYHUHO\�GHSULYHG�RU
PDUJLQDOL]HG�� $� QHZ� UHVHDUFK� E\� 2YFKDURYD� DQG� FROOHDJXHV� EDVHG� RQ� PXOWLSOH� FULWHULD
UHYHDOHG�����SHU�FHQW�RI�5XVVLDQ�KRXVHKROGV� LQ�D� UHSUHVHQWDWLYH�VDPSOH�DIIHFWHG�E\� ORQJ�
WHUP�SRYHUW\�LQ�������2YFKDURYD�HW�DO��������

,Q�VXP�QRW�RQO\� WKH�VRFLDO�VWUXFWXUH�KDV�XQGHUJRQH�VHULRXV�FKDQJHV� LQ�D�KLVWRULFDOO\�YHU\
VKRUW�SHULRG�RI�WLPH�DV�D�UHVXOW�RI�VRFLDO�UHUDQNLQJ�DQG�HPHUJHQFH�RI�QHZ�HQWUHSUHQHXULDO
FDSLWDOLVW� FODVVHV�� 7KH� SURFHVV� RI� XSZDUG� DQG� GRZQZDUG� VRFLDO� PRELOLW\� KDV� JUHDWO\
LQWHQVLILHG�ZLWK�QHZ�RSSRUWXQLWLHV�RSHQ�WR�ZLQQHUV²DOVR�ZLWK�PDQ\�RI�ORVHUV�ZKRVH�UDQNV
PD\�EH� DGMRLQHG�E\�SDUW� WKRVH�ZKR� LQLWLDOO\�GLG�ZHOO� LQ� WKH�QHZ�PDUNHW� HFRQRP\��'HHS
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SRODUL]DWLRQ�EDVHG�RQ�LQFRPH�LQHTXDOLW\�KDV�EHFRPH�D�VDOLHQW�IHDWXUH�RI�VRFLDO�VWUDWLILFDWLRQ
PDUNLQJ� GLYLVLRQV� QRW� RQO\� EHWZHHQ� VRFLDO� FODVVHV� EXW� ZLWKLQ� HDFK� JURXS�� LQFOXGLQJ� WKH
EDVH�VWUDWXP��GXH�VHJPHQWDWLRQ�RI� ODERXU�� WKH�VSUHDG�RI�XQHPSOR\PHQW�� VHOI�HPSOR\PHQW
DQG� LQIRUPDOL]DWLRQ� RI� WKH� HFRQRP\��:KLOH� WKH� SURFHVV� RI� WUDQVLWLRQ� SURFHHGV� WKH� VRFLDO
VWUXFWXUH� UHPDLQV� XQVWDEOH� DQG� YDULDEOH� ZLWK� LQWHQVH� FKDQJHV� RI� QXPHULFDO� VL]HV� RI� WKH
JURXSV�DQG�VWUDWD�IURP�\HDU�WR�\HDU�

��� 7KH�XSSHU�FODVV��WKH�QHZ�HFRQRPLF�DQG�SROLWLFDO�HOLWH

2QH� RI� WKH� IXQGDPHQWDO� TXHVWLRQV� SHUWDLQLQJ� WR� HOLWH� IRUPDWLRQ� LQ� WUDQVLWLRQDO� VRFLHWLHV
UHJDUGV�WKH�OLQNDJH�EHWZHHQ�WKH�ROG�HOLWH²QRPHQFODWXUD�DQG�WKH�HPHUJHQW�QHZ�FDSLWDOLVW
FODVV��6XUYH\V�VKRZ�WKDW�WKH�ROG�HOLWH��QRPHQFODWXUD��KDV�LQ�JHQHUDO�DGMXVWHG�TXLWH�ZHOO�WR
WKH� WUDQVLWLRQ� LQ� PRVW� RI� WKH� FRXQWULHV�� 3ROLWLFDO� DQG� VRFLDO� FDSLWDO� WKDW� WKH� HOLWH� KDG
SRVVHVVHG� LQ� WKH� IRUP� RI� DGPLQLVWUDWLYH� FRQWURO�� PDQDJHPHQW� RI� VWDWH� DVVHWV�� DFFHVV� WR
LQIRUPDWLRQ�� YDULRXV� SULYLOHJHV� DQG� QHWZRUNV� SURYHG� WR� EH� FRQYHUWLEOH� LQWR� HFRQRPLF
SRZHU�HQVXULQJ�QHZ�SRVLWLRQV�LQ�WKH�XSSHU�FODVV�RI�WKH�VRFLHW\��+RZHYHU�QHZ�ILQGLQJV�DOVR
VKRZ�WKDW�SROLWLFDO�FDSLWDO�DORQH�LQ�PRVW�FDVHV�ZDV�QRW�VXIILFLHQW�WR�VHFXUH�HOLWH�SRVLWLRQV�LQ
WKH�SRVW�WUDQVLWLRQDO�VRFLHW\��7KRVH�PHPEHUV�RI�WKH�ROG�HOLWH�ZKR�FRPPDQGHG�KLJKHU�OHYHOV
RI� KXPDQ� �RU� FXOWXUDO�� FDSLWDO� GLG� EHWWHU� LQ� WKH� WUDQVLWLRQ� WKDQ� WKRVH� SRVVHVVLQJ� RQO\
SROLWLFDO�FDSLWDO��6]HOHQ\L�DQG�*ODVV�������

,Q�WKH�SURFHVV�RI�VRFLDO�FKDQJH�HOLWH�IRUPDWLRQ�DSSHDUV�WR�KDYH�GLVWLQFW�GLIIHUHQFHV�EHWZHHQ
5XVVLD�DQG��VLPLODUO\��PDQ\�RWKHU�&,6�FRXQWULHV��RQ�WKH�RQH�KDQG��DQG�&HQWUDO�(XURSH�DQG
6((�RQ� WKH� RWKHU��7KH� SROLWLFDO� FDSLWDOLVP� WKHVLV�� L�H�� WKH� FRQFHSW� FODLPLQJ� WKDW� WKH� QHZ
FDSLWDOLVW�HOLWH�LQ�WUDQVLWLRQDO�VRFLHWLHV�LV�ODUJHO\�IRUPHG�E\�WKH�ROG�PHPEHUV�RI�FRPPXQLVW
QRPHQFODWXUD�� SURYHV� YDOLG� IRU�5XVVLD� DQG� WKH�&,6� FRXQWULHV� EXW� GRHV� QRW� KROG� IRU� HDVW
&HQWUDO�(XURSH��6]HOHQ\L�DQG�*ODVV�������

(YLGHQFH� IURP� VXFK� FRXQWULHV� DV� 3RODQG�� +XQJDU\� DQG� %XOJDULD� VKRZV� FRQVLGHUDEOH
FKDQJHV� LQ� WKH� FRPSRVLWLRQ� RI� ORFDO� HOLWHV�� SDUWLFXODUO\� DPRQJ� WKH� PHPEHUV� RI� SROLWLFDO
FODVV��0DQ\�RI� WKH� ROG� SDUW\� EXUHDXFUDWV� KDG� WR� UHWLUH�� RWKHUV�PRYHG� WR�PLQRU� MREV�� 7KH
JHQHUDO�WUHQG�LQ�WKLV�UHJLRQ�KDV�EHHQ�D�GRZQZDUG�PRELOLW\�RI�WKH�KLJK�OHYHO�SDUW\�SROLWLFDO
FDGUHV�� +RZHYHU� WKH� WHFKQRFUDWLF�PDQDJHULDO� IUDFWLRQ� RI� WKH� FRPPXQLVW� HOLWH� LQ� &HQWUDO
(XURSH� GLG� PXFK� EHWWHU� GXULQJ� WKH� WUDQVLWLRQ�� $QRWKHU� JHQHUDO� WUHQG� FKDUDFWHULVWLF� RI
&HQWUDO� (XURSH� LV� D� PXFK� VWURQJHU� FRQWLQXLW\� RI� HFRQRPLF� HOLWHV� WKDQ� RI� SXUH� SROLWLFDO
HOLWHV�� 0DQDJHUV� RI� WKH� IRUPHU� VWDWH� HQWHUSULVHV� KDYH� IRU� WKH� PRVW� SDUW� VXFFHHGHG� LQ
UHWDLQLQJ� WKHLU� SRVLWLRQV�� 7KH\� IRUPHG� WKH� FRUH� RI� WKH� QHZ� HOLWH� LQ� WKHVH� FRXQWULHV� DQG
RFFXSLHG�FRPPDQG�SRVLWLRQV�LQ�WKH�SHFXOLDU�
PDQDJHULDO�FDSLWDOLVP
�RI�HDVW�&HQWUDO�(XURSH
�6]HOHQ\L�DQG�.RVWHOOR������������

$Q�LQWHUHVWLQJ�VWXG\�E\�6áRPF]\ VNL�DQG�6KDEDG�FRQILUPHG�VXFK�WUHQGV�LQ�WKH�XSSHU�FODVV
IRUPDWLRQ�LQ�3RODQG��6áRPF]\ VNL�DQG�6KDEDG��������$FFRUGLQJ� WR� WKHLU� ILQGLQJV� IRUPHU
VWDWH�VRFLDOLVW�PDQDJHUV�LQ�JHQHUDO�KDYH�PDGH�TXLWH�D�VXFFHVVIXO�FDUHHU�LQ�WKH�QHZ�V\VWHP�
+RZHYHU��IDU�IURP�DOO�KLJK�SRVLWLRQV�LQ�QHZ�VRFLDO�KLHUDUFK\�KDYH�EHHQ�RFFXSLHG�E\�IRUPHU
WRS�QRPHQFODWXUD�EXUHDXFUDWV�DQG�PDQDJHUV��3DUWLFXODUO\�DGYDQWDJHRXV�ZHUH�PLGGOH�OHYHO
PDQDJHUV�ZKR� VKRZHG� KLJK� SURSHQVLW\� WRZDUG� HQWUHSUHQHXUVKLS�� 7KLUW\� IRXU� SHU� FHQW� RI
FDSLWDO�DVVHW�RZQHUV�DQG����SHU�FHQW�RI�WRS�DQG�PLGGOH�OHYHO�PDQDJHUV�LQ������EHORQJHG�WR
PDQDJHULDO�VWUDWXP�LQ�������6L[WHHQ�SHU�FHQW�RI�RZQHUV�DQG����SHU�FHQW�RI�KLJKHU�PDQDJHUV
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FRPH�IURP�SURIHVVLRQDOV�ZKR�KDG�QR�PDQDJHULDO�SRVLWLRQV�LQ�������7DEOH�����2Q�WKH�RWKHU
KDQG�DERXW����SHU�FHQW�RI�IRUPHU�PDQDJHUV�ZHUH�QR�ORQJHU�ZRUNLQJ�LQ�������1HYHUWKHOHVV
PDQDJHULDO�SRVLWLRQ�LQ�D�IRUPHU�VWDWH�HQWHUSULVH�SURYHG�WR�EH�D�FRQYHUWLEOH�DVVHW�LQ�D�PDUNHW
HFRQRP\�

TABLE 3
JOB MOBILITY OF MANAGERS, EXPERTS, AND OFFICE WORKERS BETWEEN 1988 AND

1993 IN POLAND

Class position in 1988

Top
managers

Middle
managers

Lower
managers

Experts Office
workers

Social class in 1993 Percentage distribution

Top managers 17.9 5.8 .7 5.5 .7
Middle managers 5.1 29.0 5.5 7.3 3.0
Lower managers 5.1 14.5 22.1 7.3 7.1
Experts 2.6 2.9 .7 45.5 3.4
Office workers 7.7 4.3 12.4 9.1 50.7
Service workers 2.6 2.9 7.6 .0 1.9
Manual workers .0 2.8 10.4 .0 2.9
Farmers 2.6 1.4 3.4 .0 1.5
Owners and self- employed 15.4 18.8 7.5 16.4 7.1
Not working in 1993(a) 41.0 17.4 29.7 9.1 21.6
N 39 69 145 55 268

Source: Sáomczy ski and Shabad (1997: 174).
Note: (a) Includes retired and unemployed.

:LWK�D�FRQVLGHUDEOH�GHJUHH�RI�FRQWLQXLW\� LQ� HOLWH� IRUPDWLRQ� LQ�&HQWUDO�(XURSH� VWXGLHV�RQ
WKHVH�FRXQWULHV�DOVR�UHYHDO�D�VXEVWDQWLDO� LQIORZ�LQWR�WKH�XSSHU�FODVVHV��7KH� LQIORZ�RI�QHZ
PHPEHUV�LV�PRVW�VLJQLILFDQW� LQ�WKH�SROLWLFDO�HOLWH��EXW�ZLWKLQ�WKH�HFRQRPLF�HOLWH� WRR�DERXW
RQH� TXDUWHU� DUH� QHZO\� UHFUXLWHG� SURIHVVLRQDOV�� DPRQJ� ZKLFK� DUH� PDQ\� \RXQJ� SHRSOH�
7KHUHIRUH� FXOWXUDO� FDSLWDO�PHDVXUHG�E\� WKH� OHYHO�RI� HGXFDWLRQ� DQG� VNLOOV� SURYHG� WR� EH� QR
OHVV� DQ� LPSRUWDQW� IDFWRU� RI� XSZDUG�PRELOLW\� WKDQ� SROLWLFDO� FDSLWDO�� ,Q� WKH� IDVW� UHIRUPLQJ
&HQWUDO�(XURSHDQ�FRXQWULHV�LQGLYLGXDOV�ZLWK�FXOWXUDO�FDSLWDO�ZKR�GLG�QRW�EHORQJ�WR�DQ\�HOLWH
JURXS�EHIRUH� WKH� WUDQVLWLRQ� UHFHLYHG� HTXDO�RU� HYHQ�EHWWHU�FKDQFHV� WR�PRYH� WR�XSSHU�FODVV
SRVLWLRQV�WKDQ�WKRVH�ZKR�ZHUH�PHPEHUV�RI�WKH�FRPPXQLVW�HOLWH��6]HOHQ\L�DQG�*ODVV�������

&RQWUDU\� WR� &HQWUDO� (XURSH�� 5XVVLD� DQG� PXFK� RI� WKH� )68� GHPRQVWUDWH� D� VWURQJ
UHSURGXFWLRQ� RI� ERWK� SROLWLFDO� DQG� HFRQRPLF� HOLWHV�� ,Q�5XVVLD� DV�.ULVKWDQRYVND\D� ������
SXWV�LW��
WKH�SDUW\�DQG�VWDWH�QRPHQFODWXUD
V�DXWKRULW\�RYHU�WKH�HFRQRP\�ZDV�H[FKDQJHG�IRU
SURSHUW\��7KH�VWDWH�SULYDWL]HG�LWVHOI��:KHUHDV�IRUPHUO\�SURSHUW\�ZDV�DW�WKH�GLVSRVDO�RI��EXW
QRW�DW�WKH�SRVVHVVLRQ�RI�QRPHQFODWXUD��LW�QRZ�EHFDPH�OHJDOO\�GHILQHG�SURSHUW\
�
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$FFRUGLQJ�WR�ILQGLQJV�E\�=DVODYVND\D�����SHU�FHQW�RI�WKH�QHZ�HOLWH�LQ�5XVVLD�KDV�HPHUJHG
IURP�WKH�\RXQJHU�VHJPHQW�RI�WKH�ROG�HOLWH�ZKR�RFFXSLHG�WRS�QRPHQFODWXUD�SRVLWLRQ�RU�ZDV
DW�WKH�VHFRQG�OHYHO�LQ�WKH�KLHUDUFK\��=DVODYVND\D��������7KH�OHDGHUV�RI�WKH�.RPVRPRO��WKH
<RXQJ� &RPPXQLVW� /HDJXH�� ZHUH� DPRQJ� WKH� ILUVW� WR� XVH� QHZO\� RSHQHG� EXVLQHVV
RSSRUWXQLWLHV��7KH\� HQJDJHG� DFWLYHO\� LQ�SULYDWL]DWLRQ� RI� WKH� VWDWH� SURSHUW\� IURP� WKH� YHU\
VWDUW���7KHVH�IRUPHU�PHPEHUV�RI�WKH�QRPHQFODWXUD�KDYH�IRUPHG�WKH�FRUH�RI�WKH�QHZ�HOLWH�
7KLV�FRUH�LV�VXUURXQGHG�E\�D�ODUJHU�VWUDWXP�RI�XSZDUGO\�PRELOH�QHZ�HQWUHSUHQHXUV�ZKR�LQ
PRVW�FDVHV�DUH��WR�D�YDU\LQJ�GHJUHHV��QRXULVKHG�E\�
QRPHQFODWXUD�FDSLWDO
��3LLUDLQHQ������
�����

2Q�WKH�RWKHU�KDQG�WKH�QRQ�QRPHQFODWXUD�URDG�WR�WKH�WRS�KDV�EHFRPH�RSHQ�WR�RWKHU�VXEHOLWH
JURXSV��$FFRUGLQJ� WR�.ULVKWDQRYVND\D� �������� KDOI� RI� DOO� SDUW\� OHDGHUV� LQ�5XVVLD�� ���SHU
FHQW�RI�WKH�QHZ�EXVLQHVVPHQ��RQH�WKLUG�RI�WKH�GHSXWLHV��DQG�RQH�IRXUWK�RI�WKH�SUHVLGHQWLDO
WHDP� DQG� WKH� PHPEHUV� RI� WKH� JRYHUQPHQW� KDG� QRW� SUHYLRXVO\� EHHQ� SDUW� RI� WKH
QRPHQFODWXUD��(DUO\�HQWUHSUHQHXUV�RI�WKH�ODWH�����V�KDYH�DOVR�IRUPHG�DQ�LPSRUWDQW�SDUW�RI
WKH�EXVLQHVV�HOLWH��7KHVH�DUH�SURIHVVLRQDOV��HQJLQHHUV��FLYLO�VHUYDQWV�ZKR�DW� WKDW� WLPH�TXLW
MREV�LQ�WKH�VWDWH�VHFWRU�DQG�RSWHG�IRU�VHOI�HPSOR\PHQW�LQ�WKH�LQIRUPDO�HFRQRP\�RU�RSHQHG
QHZO\�DOORZHG�FR�RSHUDWLYHV�DQG�VPDOO�SULYDWH�EXVLQHVVHV��5RXJKO\����SHU�FHQW�RI�WKH�
QHZ
5XVVLDQV
� DUH� UHSUHVHQWDWLYHV� RI� OHJDOL]HG� FDSLWDO� DFFXPXODWHG� LQ� WKH� VKDGRZ� HFRQRP\
�=DVODYVND\D�������

1HZ�FDSLWDOLVWV�LQ�5XVVLD�FRPPDQG�SRVLWLRQV�RI�D�SRZHUIXO�ROLJDUFK\�KHDGHG�E\�ILQDQFLDO
W\FRRQV�RU�PDJQDWHV�RI�WKH�RLO�DQG�HQHUJ\�VHFWRU��6RPH�RI�WKHP�PDQDJHG�WR�JDLQ�HQRUPRXV
ZHDOWK� DQG� SROLWLFDO� LQIOXHQFH� WKURXJK� WUDGLQJ�� LQ� VRPH� FDVHV� VSHFXODWLYH�� UDWKHU� WKHQ
SURGXFWLYH�DFWLYLWLHV��0DQDJHUV�RI� WKH�SULYDWL]HG�ELJ�HQWHUSULVHV�ZKR�DFTXLUHG�VXEVWDQWLDO
RZQHUVKLS� VKDUH� RI� SULYDWL]HG� DVVHWV� DUH� LQ� PDQ\� FDVHV� LQ� HIIHFWLYH� FRQWURO� RYHU� WKHLU
FRPSDQLHV��7KH\�KDYH�IRUPHG�DQ�LPSRUWDQW�SDUW�RI�WKH�QHZ�FODVV�RI�FDSLWDOLVWV�

7RS�PDQDJHUV� DUH� QRUPDOO\� FDGUH� SHUVRQQHO� RI� ODUJH� HQWHUSULVHV�� 7KHLU� XSZDUG�PRELOLW\
W\SLFDOO\� EHJDQ� IURP� ORZ�OHYHO� GXWLHV� WR� GHSXW\� PDQDJHU� RU� PLGGOH� PDQDJHU�� DQG
HYHQWXDOO\�WR�WKH�SRVLWLRQ�RI�D�GLUHFWRU�JHQHUDO��'LUHFWRUV�LQ�5XVVLD��XQOLNH�FKLHI�H[HFXWLYH
RIILFHUV� LQ� D� ZHVWHUQ� FRPSDQ\�� EHFDPH� RZQHUV� RI� H[WHQVLYH� LQGXVWULDO� FDSLWDO� DOPRVW
RYHUQLJKW��7KH\�KDYH�EHHQ� HQJDJHG� LQ� VKDG\� FRPPHUFLDO� DFWLYLW\� VLQFH� WKH�EHJLQQLQJ� RI
SROLWLFDO�FKDQJHV��OHDVLQJ�SURSHUWLHV��WUDGLQJ�SURGXFWV�DW�ORZ�SULFHV�IRU�EULEHV��HWF����:KLOH
ZRUNHUV�DW�WKHLU�ILUPV�DUH�RQ�IRUFHG�OHDYH�DQG�JR�XQSDLG�IRU�PRQWKV��WKH�PDQDJHPHQW�EX\V
SURSHUW\� DEURDG� DQG� LQGXOJHV� LWVHOI� WR� FRQVSLFXRXV� FRQVXPSWLRQ� QRWRULRXV� RI� WKH� 
QHZ
5XVVLDQV
��0DQDJHUV
�HDUQLQJV�H[FHHG�ZDJHV�RI�WKHLU�HPSOR\HHV�E\�IRUW\�WR�VL[W\�WLPHV��7R
FRQVROLGDWH� WKHLU�SRVLWLRQV� WKH�5XVVLDQ�GLUHFWRUV�DFWLYHO\�FXOWLYDWH� WKHLU� WLHV�ZLWK�SROLWLFDO
HVWDEOLVKPHQW�DQG�ILQDQFLDO�ROLJDUFK\��.XNROHY����������

%XUHDXFUDWV�RI�YDULRXV�OHYHOV�IRUP�DQRWKHU�LPSRUWDQW�SDUW�RI�WKH�QHZ�HOLWH��0RVW�IUHTXHQWO\
WKH\�FRPH�IURP�D�\RXQJHU�JHQHUDWLRQ�RI�ROGHU�FODQV�RI�SDUW\�QRPHQFODWXUD�RI�WKH�VRFLDOLVW

���������������������������������������������
� .ULVKWDQRYVND\D�KDV�GRQH�DQ� LQWHUHVWLQJ�DQDO\VLV�RI� WKH� OHDGLQJ� UROH�RI� IXQFWLRQDULHV� RI� WKH�.RPVRPRO
�WKH�<RXQJ�&RPPXQLVW�/HDJXH�� LQ�SULYDWL]DWLRQ�RI� WKH�6RYLHW� VWDWH�DQG�SDUW\�SURSHUW\��ZKLFK�HQGHG�XS� LQ
DSSURSULDWLRQ�RI�VWDWH�RZQHG�DVVHWV�E\�QRPHQFODWXUD��7KLV�\RXQJHU�ZLQJ�RI�QRPHQFODWXUD�HQJDJHG�LQ�WKH�VR�
FDOOHG�
NRPVRPRO�HFRQRP\
�LQ�WKH�ODWH�����V�EHFDPH�D�PRVW�SURPLQHQW�SDUW�RI�WKH�5XVVLDQ�EXVLQHVV�HOLWH�RI
WKH�����V��.ULVKWDQRYVND\D�������
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WLPHV�� 7KRVH� RI� WKHP� ZKR� PDQDJHG� WR� DGMXVW� VXFFHHGHG� LQ� VHFXULQJ� SROLWLFDO� RU
DGPLQLVWUDWLYH� FRQWURO� DQG�XVHG� LW� WR� DFFXPXODWH� FRQVLGHUDEOH�PDWHULDO�ZHDOWK� DQG� VRFLDO
VWDWXV�� ,Q� VSLWH� RI� GHPRFUDWL]DWLRQ� RI� WKH� V\VWHP� RI� JRYHUQPHQW�� WKH� VL]H� DQG� SRZHU� RI
EXUHDXFUDWLF�VWUDWXP�GRHV�QRW�QHFHVVDULO\�UHGXFH��)UHTXHQWO\�LQ�D�QXPEHU�RI�FRXQWULHV�TXLWH
WKH�RSSRVLWH�FDQ�EH�REVHUYHG��7KH�QXPEHU�RI�EXUHDXFUDWV�SHU����� WKRXVDQGV� UHVLGHQWV� LQ
SRVW�6RYLHW�5XVVLD�LV�ILIW\�SHU�FHQW�JUHDWHU�WKDQ�LW�ZDV�LQ�WKH�IRUPHU�6RYLHW�8QLRQ��%LOHQNLQ
�������%XUHDXFUDWV�DUH�GHHSO\�LQWHUFRQQHFWHG�ZLWK�WKH�QHZ�EXVLQHVV�HOLWH�IRUPLQJ�D�VRFLDO
FODVV�EDVH� IRU� VWDWH�EXUHDXFUDWLF� FDSLWDOLVP��7KLV� LV� SDUWLFXODUO\� FKDUDFWHULVWLF� RI� UHJLRQDO
OHYHO�HOLWHV� LQ�5XVVLD��6XEQDWLRQDO�5XVVLDQ� HOLWHV� IRUP� LQFUHDVLQJO\�PRQROLWKLF� LQWHJUDWHG
JURXSV� RI� WKH� SROLWLFDO� DGPLQLVWUDWLYH� DQG� EXVLQHVV� GLUHFWRUDWH�� 7KH\� KDYH� FRQVROLGDWHG
WKHLU� SRVLWLRQ� E\� 
FRORQL]LQJ� WKH� QHZ� GHPRFUDWLFDOO\� HOHFWHG� UHJLRQDO� VRYLHWV�DVVHPEOLHV

�+XJKHV�������

7KH� HFRQRPLF� SRZHU� RI� QHZ� FDSLWDOLVWV�� ILQDQFLDO� W\FRRQV�� PDQDJHULDO� DQG� EXUHDXFUDWLF
HOLWH�KDV�EHHQ�VWUHQJWKHQHG�E\�WKHLU�LQFUHDVLQJ�LQIOXHQFH�RYHU�WKH�SROLWLFDO�SURFHVV��3ROLWLFDO
LQWHUHVWV� RI� EXVLQHVV� HOLWHV� DUH� GULYHQ� E\� UHQW�VHHNLQJ�� 2SSRUWXQLWLHV� IRU� H[WUDFWLQJ� UHQWV
DERXQG� LQ� DOO� WUDQVLWLRQDO� HFRQRPLHV� GXH� WR� LQFRPSOHWH� UHIRUPV� EXW� HVSHFLDOO\� LQ� WKRVH
FRXQWULHV� ZKHUH� UHIRUPV� KDYH� VORZHG� GRZQ� DW� DQ� LQWHUPHGLDWH� SDUWLDO� VWDJH�� 0DUNHW
GLVWRUWLRQV� LQ� D� SDUWLDOO\� OLEHUDOL]HG� HFRQRP\� JHQHUDWH� UHQWV� DW� D� KLJK� VRFLDO� FRVW� WR� WKH
PDMRULW\�RI� WKH�SRSXODWLRQ��+HOOPDQ��������/LEHUDOL]HG�SULFHV� FRH[LVWLQJ�ZLWK�EDUULHUV� WR
PDUNHW� HQWU\� DQG� SUHYDOHQFH� RI� PRQRSROLHV� FUHDWH� PRQRSROLVWLF� SURILWV� LQ� WKH� GRPHVWLF
PDUNHW��/LEHUDOL]DWLRQ�RI� IRUHLJQ� WUDGH�ZLWK�FRQWLQXHG�SULFH� FRQWUROV� IRU�QDWXUDO� UHVRXUFH
LQSXWV�DOORZHG�VWDWH�HQWHUSULVH�PDQDJHUV�WR�JHW�UHQWV�E\�VHOOLQJ�WKHLU�VXEVLGL]HG�SURGXFWV�LQ
IRUHLJQ�PDUNHWV�DW�UHDO�ZRUOG�SULFHV��6XEVLGL]HG�VWDWH�FUHGLWV�FDQ�EH�XVHG�E\�ILUP�PDQDJHUV
LQ� VKRUW�WHUP� PRQH\� PDUNHWV� DW� KLJK� LQWHUHVW� UDWHV�� &RQVLGHUDEOH� UHQWV� DUH� FUHDWHG� E\
LPSHUIHFWLRQV�RI�H[FKDQJH�UDWH�UHJLPHV�LQ�D�VLWXDWLRQ�RI�KLJK�LQIODWLRQ��%DQNHUV�RI�QHZO\
IRUPHG�FRPPHUFLDO�EDQNV�KDYH�SURILWHG�JUHDWO\�RQ�WKH�LQVWDELOLW\�RI�H[FKDQJH�UDWHV�WKURXJK
FXUUHQF\�VSHFXODWLRQ��)RU� WKDW� UHDVRQ� WKH\�KDG� D� VWDNH� LQ�SHUSHWXDWLQJ�KLJK� LQIODWLRQ� DQG
RSSRVHG� ILQDQFLDO� VWDELOL]DWLRQ� �'PLWULHY� HW� DO�� ������� 5HQWV� DUH� DOVR� H[WUDFWHG� WKURXJK
SHUYDVLYH�WUDGH��WD[�DQG�ZDJH�DUUHDUV�

7KH� HOLWHV� WKDW� KDYH� EHQHILWHG� IURP� PDUNHW� GLVWRUWLRQV� KDYH� DQ� HFRQRPLF� DQG� SROLWLFDO
LQWHUHVW� LQ�VXVWDLQLQJ�WKH�IORZ�RI�UHQWV�JRLQJ�WR�WKHP�QR�PDWWHU�DW�ZKDW�VRFLDO�FRVW��7KH\
WKHUHIRUH� EHFRPH� D� PDMRU� LPSHGLPHQW� WR� WKH� SURJUHVV� RI� UHIRUPV� KDYLQJ� D� VWDNH� LQ
SUHVHUYDWLRQ� RI� WKH� HFRQRPLF� V\VWHP� LQ� WKLV� SDUWLDOO\� UHIRUPHG� GLVWRUWHG� VWDWH� �+HOOPDQ
������� ,Q� LWV� H[WUHPH�� UHQW�VHHNLQJ� LV� WDNLQJ� RSHQO\� LOOHJDO� FULPLQDO� IRUPV� HVSHFLDOO\� LQ
VXFK�DQ�LQFUHDVLQJO\�FULPLQDOL]HG�HFRQRP\�DV�5XVVLDQ�

3HUYDVLYH�FRUUXSWLRQ�DV�D�VDOLHQW�LOO�VWDUUHG�IHDWXUH�RI�WKH�EXUHDXFUDWLF�FURQ\�FDSLWDOLVP�LQ
VRPH� RI� WKH� WUDQVLWLRQDO� VRFLHWLHV� GHWHUPLQHV� D� FRPSOH[� FRPELQDWLRQ� RI� HFRQRPLF� DQG
SROLWLFDO�SRZHU��7KH�ZHDNQHVV�RI�WKH�VWDWH�DQG�SRRU�HQIRUFHPHQW�RI�ODZ�DOORZV�FRUUXSW�DQG
FULPLQDO�HOHPHQWV� WR�SHQHWUDWH� WKH�HFRQRPLF�DQG�SROLWLFDO�HOLWH��VR�WKDW�PDILD�W\SH�JURXSV
WHQG� WR� IRUP� DQ� HVVHQWLDO� FRPSRQHQW� RI� WKH� SULYLOHJHG� FODVVHV�� &RUUXSWLRQ� DQG� FULPLQDO
HFRQRP\�DUH�KDYLQJ�D�GHHS�DQG�ORQJ�WHUP�HIIHFW�RQ�PRELOLW\��FODVV�FRPSRVLWLRQ�DQG�VRFLDO
LQHTXDOLW\� �6áRPF]\ VNL� DQG� 6KDEDG� ������ ������ 5HVHDUFK� FDUULHG� RXW� LQ� WKH� 0RVFRZ
UHJLRQ� LQ� WKH� ZLQWHU� ������� KDV� UHYHDOHG� WKDW� ��� SHU� FHQW� RI� WKH� VWDUWLQJ� FDSLWDO� LQ� WKH
SULYDWH�VHFWRU�ZDV�RI�FULPLQDO�RULJLQ�ZKLOH����SHU�FHQW�RI�VDOHV�RSHUDWLRQV�KDG�VLPLODU�WLHV
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�6WDURYHURY��������&ULPLQDO�PRQH\�KDV�DOVR�TXLWH�OLNHO\�EHHQ�LQYROYHG�LQ�SULYDWL]DWLRQ�DQG
WKXV� HVWDEOLVKHG� GHHS�URRWHG� OLQNV� EHWZHHQ� WKH� FULPLQDO� ZRUOG� DQG� PXFK� RI� WKH� SULYDWH
VHFWRU��&ULPH�LV�DOVR�EHFRPLQJ�LQFUHDVLQJO\�LQWHUQDWLRQDOL]HG��:LGHVSUHDG�PLJUDWLRQ�ZLWK
ZHDN� FRQWUROV� DQG� ODFN� RI� LQWHUQDWLRQDO� FR�RSHUDWLRQ� LQ� WKLV� DUHD� DOORZV� FULPLQDOV� IURP
5XVVLD��WKH�&DXFDVXV��&HQWUDO�$VLD�DQG�RWKHU�UHJLRQV�WR�H[SDQG�WKHLU�DFWLYLWLHV�ZLWKLQ�WKH
UHJLRQ� DQG� ZRUOGZLGH�� 7KXV� FULPLQDOL]DWLRQ� RI� WUDQVLWLRQDO� VRFLHWLHV� SURGXFHV� GHHS
GLVWRUWLRQV�LQ�WKHLU�XSSHU�FODVVHV�DQG�VRFLDO�VWUXFWXUHV�LQ�JHQHUDO�

��� 7KH�PLGGOH�FODVV��SURIHVVLRQDOV��PDQDJHUV�DQG�VPDOO�HQWUHSUHQHXUV

7KH� SURVSHFWV� RI� WKH� PLGGOH� FODVV²VRPHWLPHV� WKH� TXHVWLRQ� RI� LWV� YHU\� H[LVWHQFH� LQ
WUDQVLWLRQDO� VRFLHWLHV²SURYRNH� DUGHQW� GLVFXVVLRQV� DPRQJ� VFKRODUV� RI� SRVW�FRPPXQLVW
WUDQVLWLRQ��7KH�FRQWURYHUV\�RI� WKLV�SROHPLFV� LV� LQWHQVLIHG�E\� FRH[LVWHQFH�RI� D�ZLGHVSUHDG
SHVVLPLVWLF� SHUFHSWLRQ� RI� WKH� SRVLWLRQ� RI� PLGGOH� FODVVHV�� RQ� WKH� RQH� KDQG�� ZLWK� WKH
XQGHUVWDQGLQJ� RI� D� SDUWLFXODU� UROH� DWWULEXWHG� WR� WKH� PLGGOH� FODVV� DV� D� JXDUDQWRU� RI
GHPRFUDF\� DQG� DQ� LQWHJUDWLQJ� FRUH� RI� WKH� VRFLHW\�� RQ� WKH� RWKHU�� 0HDQZKLOH� WKH� ZKROH
QRWLRQ� RI�PLGGOH� FODVV� LQ� VXFK� GLVFXVVLRQ� LV� UDWKHU� XQFHUWDLQ�� %DVLQJ� RQ� LGHDV� RI� PDMRU
WKHRULVWV� LQ� WKLV� ILHOG�� VXFK� DV�*LGGHQV� ������� DQG�*ROGWKRUSH� �������� WKUHH� NH\� FULWHULD
VHHP�WR�VHUYH�EHVW�LQ�LGHQWLI\LQJ�WKH�PLGGOH�FODVV��RZQHUVKLS�RI�WKH�PHDQV�RI�SURGXFWLRQ�
FRQWURO� RYHU� ODERXU� LQ� SURFHVV� RI� SURGXFWLRQ�� DQG� SRVVHVVLRQ� RI� HGXFDWLRQ� DQG� WHFKQLFDO
TXDOLILFDWLRQ��$FFRUGLQJ�WR�WKLV�SULQFLSOH�HQWUHSUHQHXUV��PDQDJHUV�DQG�SURIHVVLRQDOV�EHORQJ
WR� WKH� PLGGOH� FODVV�� )ROORZLQJ� *ROGWKRUSH
V� DSSURDFK� /HQJ\HO� DQG� 5REHUW� DVFULEH
PDQDJHUV� DQG� SURIHVVLRQDOV� WR� VHUYLFH� FODVV�� 7KXV� WKH� PLGGOH� FODVV� FDQ� EH� YLHZHG� DV
FRQVLVWLQJ�RI�WZR�NH\�FRPSRQHQWV��WKH�HQWUHSUHQHXULDO�FODVV�DQG�WKH�VHUYLFH�FODVV��/HQJ\HO
DQG�5REHUW�������

7KH� FRXQWULHV� XQGHUJRLQJ� WUDQVLWLRQ� IURP� VWDWH� VRFLDOLVP� WR� D� PDUNHW� HFRQRPLF� V\VWHP
KDYH�PDQ\�LPSRUWDQW�SUH�FRQGLWLRQV�IRU�JURZWK�RI�WKH�PLGGOH�FODVV�� ,Q�WKH�GHFDGHV�XQGHU
WKH� VWDWH� SODQQLQJ� V\VWHP� �HYHQ� HDUOLHU� LQ� WKH� ����V� DQG� ����V� LQ�&HQWUDO�(XURSH�� WKHVH
FRXQWULHV�KDG�XQGHUJRQH�PRGHUQL]DWLRQ�DQG�XUEDQL]DWLRQ�DORQJ�ZLWK�LPSRUWDQW�FKDQJHV�LQ
HFRQRPLF�DQG�HPSOR\PHQW�VWUXFWXUHV��SDUWLFXODUO\�WKH�LQFUHDVHG�SURPLQHQFH�RI�WKH�VHUYLFH
VHFWRU�� 0RVW� LPSRUWDQW� RI� DOO� KDG� EHHQ� WKH� YHU\� VLJQLILFDQW� SURJUHVV� LQ� HGXFDWLRQ� DQG
JHQHUDOO\�KLJK� OHYHO�RI�TXDOLILFDWLRQ�RI� WKH� ODERXU� IRUFH��7KHVH� WUHQGV�JDLQHG�PRPHQWXP
GXULQJ�WKH�WUDQVLWLRQ�LQ�WKH�����V��7KH�VHUYLFH�VHFWRU�RI�WKH�HFRQRP\�FRQWLQXHG�WR�H[SDQG
DQG�SURSHUW\�RZQHUVKLS�ZDV�OHJDOL]HG�JLYLQJ�ULVH�WR�D�FODVV�RI�DVVHW�RZQHUV��7KH�UDQNV�RI
WKH�QDVFHQW�PLGGOH�FODVVHV�ZHUH�MRLQHG�E\�HQWUHSUHQHXUV�DQG�VHOI�HPSOR\HG��7KH�LQFUHDVHG
UROH�RI�FXOWXUDO�FDSLWDO��WKH�XSZDUG�PRELOLW\�RI�SURIHVVLRQDOV�DOVR�FRQWULEXWHG�WR�WKLV�WUHQG�
7KXV�LQ�WHUPV�RI�HPSOR\PHQW�WKHUH�KDV�EHHQ�D�UHODWLYH�JURZWK�RI�WKH�PLGGOH�FODVV�DJDLQVW
WKH� HQWLUH� SRSXODWLRQ� �/HQJ\HO� DQG� 5REHUW� ������� 6XFK� WUHQG� KRZHYHU� LV� IDU� IURP
VWUDLJKWIRUZDUG�� +LJK� LQHTXDOLW\�� LPSHGLPHQWV� WR� GHYHORSPHQW� RI� VPDOO� EXVLQHVVHV�� ORZ
HDUQLQJV�RI�PDQ\�SURIHVVLRQDOV��HVSHFLDOO\�WKRVH�HPSOR\HG�LQ�WKH�EXGJHWDU\�VHFWRU��KLQGHU
FRQVROLGDWLRQ�RI�WKH�PLGGOHV�FODVV�LQ�WUDQVLWLRQDO�HFRQRPLHV��7KXV�WKH�SURFHVV�RI�IRUPDWLRQ
RI�PLGGOH�FODVVHV�LV�FRQWURYHUVLDO�DQG�DJDLQ�FRQVLGHUDEO\�GLIIHUHQW�EHWZHHQ�&HQWUDO�(XURSH
DQG�WKH�)68�

$Q� LPSRUWDQW� FKDUDFWHULVWLF� RI� WKH� PLGGOH� FODVVHV� 
LQ� WKH� PDNLQJ
� �/HQJ\HO� DQG� 5REHUW
������ LV� WKHLU� EURDG� GLYHUVLW\�� 7KH� PLGGOH� FODVVHV� LQ� WUDQVLWLRQDO� VRFLHWLHV� DSSHDU� WR� EH
PRUH� GLVSDUDWH� DQG� IUDFWLRQDWHG� WKDQ� WKHLU� FRXQWHUSDUWV� LQ� ZHVWHUQ� VRFLHW\� DQG� DOVR� OHVV
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KRPRJHQRXV� WKDQ� ERWK� WKH� XSSHU� DQG� WKH� ORZHU� FODVVHV�� 7KH� JURXSV� EHORQJLQJ� WR� WKH
PLGGOH� RI� WKH� VRFLDO� VWUXFWXUH�� PHGLXP�OHYHO� PDQDJHUV�� VPDOO�� DQG� PHGLXP�VL]HG
HQWUHSUHQHXUV�� KLJKO\� VNLOOHG� SURIHVVLRQDOV�� KDYH� EHHQ� GLYLGHG� E\� WKH� WUDQVLWLRQ� EHWZHHQ
ZLQQHUV�DQG� ORVHUV�RI� WKH� UHIRUPV��7KH�SRVLWLRQ�RI� WKHVH� VRFLDO� JURXSV� LV� JHQHUDOO\�PRUH
IDYRXUDEOH�LQ�WKH�PRUH�DGYDQFHG�UHIRUPHUV�RI�&HQWUDO�(XURSH�WKDQ�LQ�PXFK�RI�WKH�)68�DQG
6((��)DFHG�ZLWK�D�GUDVWLF�IDOO�LQ�WKHLU�VDODULHV�DQG�FRPSOHWH�RU�SDUWLDO�ORVV�RI�HPSOR\PHQW
PDQ\�UHSUHVHQWDWLYHV�RI�WKH�ROG�PLGGOH�FODVV��SURIHVVLRQDOV�DQG�LQWHOOHFWXDOV��KDYH�EHHQ�OHIW
WR� VXUYLYH� E\� WDNLQJ� RGG� MREV� RU� UHVRUWLQJ� WR� ZKDWHYHU� PHDQV� RI� VHOI�VXEVLVWHQFH� ZHUH
DYDLODEOH�

,W�LV�EHOLHYHG�WKDW�VPDOO�DQG�PHGLXP�EXVLQHVVPHQ�DUH�WKH�PDLQ�UHVHUYH�IRU�WKH�H[SDQVLRQ�RI
WKH�PLGGOH�FODVV��1XPHURXV�UHSRUWV�SURYLGH�HYLGHQFH�RI�JURZLQJ�HQWUHSUHQHXULDO�DFWLYLW\�
+RZHYHU��KLJK�LQFRPHV�DUH�GHULYHG�IURP�FXUUHQF\�GHDOV��WUDGH�DQG�PHGLDWLRQ��FRPPHUFLDO
ORDQV��HWF���EXW�QRW� IURP�UHDO�SURGXFWLRQ��0RVW�RI� WKH�DERYH� LQFRPHV�JR� WR� WKH� WRS�UDWKHU
WKDQ� WR� WKH�PLGGOH�RI� WKH� LQFRPH� ODGGHU��7KH� HPHUJLQJ� JURXS� RI� VPDOO� EXVLQHVVPHQ�KDV
YLUWXDOO\�QR�HQWUHSUHQHXULDO�LQFRPHV��6RPH�UHDVRQV�IRU�WKDW�DUH�REYLRXV��DQG�WKH�ODUJHVW�RI
WKHP�LV�WKH�LQDGHTXDWH�VXSSRUW�JLYHQ�WR�VPDOO�EXVLQHVVHV�E\�WKH�ERGLHV�RI�VWDWH�DXWKRULW\�
,QVWHDG� RI� FUHDWLQJ� D� IDYRXUDEOH� UHJLPH� IRU� WKHP�� WKH\� DUH� ZHLJKHG� GRZQ� E\� D� KHDY\
EXUHDXFUDWLF� DQG� WD[� EXUGHQ�� ZKLFK� IRUFHV� WKHP� WR� HYDGH� WKH� FRQWURO� RI� VWDWH� DJHQFLHV�
SRLVRQV� WKHLU� SV\FKRORJ\� DQG� WXUQV� WKH� SRWHQWLDO�PLGGOH� FODVV� IURP� ODZ�DELGLQJ� FLWL]HQV
LQWR� WKHLU� GLUHFW� RSSRVLWH� �7DUWDQRY� ������� 5HQW�VHHNLQJ� KDV� LQIOXHQFHG� PLGGOH� FODVV
IRUPDWLRQ�LQ�D�VLPLODU�ZD\�DV�LW�IRUJHG�WKH�QHZ�HOLWH��$�ZLGH�UDQJH�RI�PDUNHW�LQVWUXPHQWV�LV
XVHG��LQFOXGLQJ�WKH�DUWLILFLDO�ULVH�RI�SULFHV��PDFKLQDWLRQV�ZLWK�WKH�TXDOLW\�RI�FRPPRGLWLHV�

IDLOXUH
�WR�UHSD\�FUHGLWV��UDFNHWHHULQJ��GLUHFW�GHFHLW��HPEH]]OHPHQW��DQG�XQMXVWLILHG�EXVLQHVV
ULVNV�ZKLFK�WDNH�WKH�PRVW�GDULQJ�RQHV�RQ�WR�WKH�FULPLQDO�KLJKZD\�

<HW� D� QXPEHU� RI� VFKRODUV�PDLQWDLQ� WKDW� QHZ�PLGGOH� FODVVHV� DUH� HPHUJLQJ� LQ� WUDQVLWLRQDO
VRFLHWLHV�LQFOXGLQJ�QRW�RQO\�WKH�PRVW�DGYDQFHG�RI�WKHP�LQ�&HQWUDO�(XURSH�EXW�DOVR�5XVVLD
DQG� WKH� )68�� %DO]HU� ������� FKDUDFWHUL]HV� WKH�5XVVLDQ�PLGGOH� FODVV� DV� K\EULG� RI� WKH� ROG
VXUYLYRUV� DQG� QHZFRPHUV�� 6RPH� RI� WKH� ROG� SURIHVVLRQDOV� KDYH�PDQDJHG� WR� VXVWDLQ� WKHLU
SRVLWLRQV��SDUWLFXODUO\� WKRVH� LQ� WKH�DGPLQLVWUDWLRQ�DQG� WKRVH�ZKR�VXFFHHGHG� LQ�FRQYHUWLQJ
WKHLU� VRFLDO� DVVHWV�� FRQQHFWLRQV� DQG�PDUNHWDEOH� VNLOOV�� )XUWKHUPRUH��PHPEHUV� RI� WKH� QHZ
SURIHVVLRQV�PHHWLQJ�WKH�QHHGV�RI�WKH�PDUNHW�HFRQRP\�KDYH�MRLQHG�WKH�UDQNV�RI�WKH�PLGGOH
FODVV�� $PRQJ� VRFLR�SURIHVVLRQDO� JURXSV� RI� ZLQQHUV� RI� WKH� UHIRUPV� ILJXUH� DQ� HPHUJLQJ

SURGXFWLYH� ERXUJHRLVLH
� RI� VPDOO� HQWUHSUHQHXUV�� WKH� ZHOO�HGXFDWHG�� ZRUNHUV� ZLWK� VNLOOV
QHHGHG� WR� PDNH� WKH� PDUNHW� HFRQRP\� ZRUN� �ERRNNHHSHUV�� FRPSXWHU� H[SHUWV�� ODZ\HUV�
OLQJXLVWV�� PDQDJHUV�� HWF���� HPSOR\HHV� RI� ZHVWHUQ� FRUSRUDWLRQV�� DQG� SDUW� RI� WKH� VHOI�
HPSOR\HG��7KHUH�LV�DOVR�D�ODUJH�JURZLQJ�FRPPHUFLDO�FODVV��DOWKRXJK�6WDULNRY�REMHFWV�WKDW
WKH� PDMRULW\� RI� LW� �QXPEHULQJ� DV� PXFK� DV� ������ SHU� FHQW� RI� WKH� 5XVVLDQ� SRSXODWLRQ�
FRPSULVHV� WUDGHUV� DQG� VKRSNHHSHUV�ZKR�DUH�QRW� D� 
SRVVHVVLQJ
�PLGGOH� FODVV� EXW� VHUYH� WKH
XSSHU�FODVV�RI�RZQHUV�� WRS�HQWHUSULVH�PDQDJHUV�DQG�EXUHDXFUDWV� �6WDULNRY��������(YHQ� LQ
VXFK�DQ�DGYDQFHG�UHIRUPHU�DV�+XQJDU\�WKH�QHZ�FODVV�RI�RZQHUV�UHPDLQV�UHODWLYHO\�VPDOO�
&RXQWLQJ�VXFK�SURSHUW\�DV�D�PHDQV�RI�SURGXFWLRQ��VKDUHV��PRQH\�DQG�ODQG����SHU�FHQW�RI
WKH�SRSXODWLRQ�LQ�+XQJDU\�FDQ�EH�FODVVLILHG�DV�D�FODVV�RI�SURSULHWRUV��/HQJ\HO�������

'XH�WR�WKH�SUREOHPV�PHQWLRQHG�DERYH²ODFN�RI�JRYHUQPHQWDO�VXSSRUW��H[FHVVLYH�WD[DWLRQ�
KDUDVVPHQW� E\� FRUUXSWLRQ�� WKUHDWV� E\� FULPLQDOV²WKH� PLGGOH� FODVV� LQ� SRVW�FRPPXQLVW
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VRFLHWLHV�LV�PXFK�VPDOOHU�WKDQ�LQ�GHYHORSHG�PDUNHW�HFRQRPLHV��+RZHYHU��LW�ZRXOG�DOVR�EH
ZURQJ�WR�WU\�WR�LGHQWLI\�PLGGOH�FODVV�LQ�WUDQVLWLRQDO�VRFLHWLHV�DFFRUGLQJ�WR�FULWHULD�W\SLFDO�RI
WKH� PLGGOH� FODVVHV� LQ� (XURSH� DQG� $PHULFD�� ,Q� D� ZHVWHUQ� VRFLHW\� WKH� PLGGOH� VWUDWXP
HQFRPSDVVHV� IURP���� WR����SHU� FHQW�RI� WKH�SRSXODWLRQ�ZLWK�KLJK� VWDWXV�� VWHDG\� LQFRPHV�
VXEVWDQWLDO�SURSHUW\�DQG�KLJKO\�VNLOOHG�RFFXSDWLRQV��&OHDUO\�PLGGOH�FODVV�IRUPDWLRQ�LQ�SRVW�
FRPPXQLVW� VRFLHWLHV�KDV�D� ORW� RI� VSHFLILFLW\��%DVHG�RQ� H[WHQVLYH� VXUYH\V� UHO\LQJ�RQ� VHOI�
UHIHUHQWLDO� DVVHVVPHQWV� DQG� LQFRPH� GDWD� =DVODYVND\D� ������� HVWLPDWHG� WKDW� WKH� PLGGOH
FODVV� FRQVWLWXWHV� DERXW� RQH� IRXUWK� RI� 5XVVLDQ� VRFLHW\�� <HW� DERXW� ��� SHU� FHQW� RI
UHSUHVHQWDWLYHV�RI� WKLV�PLGGOH� FODVV�� LQFOXGHG� LQ� WKLV� FDWHJRU\� E\� FULWHULD� RI� HGXFDWLRQ� RU
W\SH�RI�RFFXSDWLRQ��ZHUH�OLYLQJ�LQ�SRYHUW\�

$OWKRXJK�WKH�LQWHOOLJHQWVLD� LV� LQ�D�EHWWHU�SRVLWLRQ�WKDQ�WKH�EOXH�FROODU�ZRUNHUV� LQ�WHUPV�RI
PDUNHWDEOH�VNLOOV��WKHVH�VNLOOV�FDQQRW�HQVXUH�D�KLJKHU�VWDWXV�ZLWKLQ�WKH�SUHVHQW�RFFXSDWLRQ�LQ
WKH�EXGJHWDU\�VHFWRU��7KLV�KDV�SURYLGHG�D�SRZHUIXO�LQFHQWLYH�IRU�LQWHOOHFWXDOV�WR�OHDYH�WKHLU
SURIHVVLRQ� IRU� WKH� FRPPHUFLDO� VHFWRU�� RU� HYHQ� HPLJUDWH�� 5XVVLD� KDV� ZLWQHVVHG� D� PDVV
H[RGXV� IURP�VFLHQFH��7KH�QXPEHU�RI� UHVHDUFK�ZRUNHUV�GHFUHDVHG�E\�RQH� WKLUG� LQ�������
DORQH�� DQG� HYHU\� WHQWK� VFLHQWLVW� OHDYLQJ� WKLV� VSKHUH� ZHQW� DEURDG� �6WDULNRY� ������� 7KRVH
ZKR� VWD\� LQ� WKHLU� SURIHVVLRQ� QRUPDOO\� KDYH� WR� WDNH� D� VHFRQG� RU� D� WKLUG� MRE� ZKHUHYHU
DYDLODEOH�� RIWHQ� UDUHO\� UHODWHG� WR� WKHLU� DFWXDO� TXDOLILFDWLRQ�� +RZHYHU� HPSOR\HHV� LQ� PDVV
LQWHOOHFWXDO�SURIHVVLRQV�OLNH�WHDFKHUV�DQG�GRFWRUV�DUH�LQ�WKH�ZRUVW�SRVLWLRQ�VLQFH�WKH\�DUH�WKH
ORZHVW�SDLG�DQG��GXH�WR�D�KHDY\�ZRUNORDG��DV�ZHOO�DV�WR�ODFN�RI�VHFRQG�MREV�DYDLODEOH���DUH
XQDEOH�WR�HDUQ�DQ\WKLQJ�DGGLWLRQDO�RQ�WKH�VLGH�

'HVSLWH�WKH�XQVWDEOH�DQG�XQHYHQ�VLWXDWLRQ�FRQFHUQLQJ�LQFRPHV�RI�WKH�PLGGOH�FODVVHV�WKHUH
LV�RWKHU�HYLGHQFH�WKDW�PRUH�PHPEHUV�DUH�MRLQLQJ�WKHLU�UDQNV��7KH�SURVSHULW\�RI�WKH�PLGGOH
VWUDWD� RI� WKH� SRSXODWLRQ� KDV� VWUHQJWKHQHG� ZLWK� SULYDWL]DWLRQ� RI� KRXVLQJ� ZKLFK� JDYH
KRXVHKROGV�SRVVHVVLRQ�RI�DQ�HVVHQWLDO�DVVHW�RI�FRQVLGHUDEOH�YDOXH��$�VXUYH\�LQ�IRXU�&HQWUDO
(XURSHDQ�FLWLHV��%XGDSHVW��:DUVDZ��.UDNRZ�DQG�3UDJXH�KDV�IRXQG�RXW�WKDW�HQWUHSUHQHXUV
DQG�KLJKHU�HGXFDWHG�ZKLWH�FROODU�ZRUNHUV�KDYH�EHHQ�PRVW�DFWLYH� LQ�KRXVLQJ�SULYDWL]DWLRQ
EHWZHHQ� ����� DQG� ������ $W� WKH� VDPH� WLPH� ORZHU� ZKLWH�FROODU� DQG� PDQXDO� ZRUNHUV
�EHORQJLQJ�WR�WKH�EDVH�UDWKHU�WKDQ�WKH�PLGGOH�VWUDWXP��ZHUH�PRVW�OLNHO\�WR�FRQWLQXH�OLYLQJ
LQ� WKH� VWDWH� VHFWRU� KRXVLQJ�� )RU� H[DPSOH�� LQ� :DUVDZ� WKH� SHUFHQWDJHV� RI� PHPEHUV� RI
RFFXSDWLRQDO�JURXSV� OLYLQJ� LQ�VHOI�RZQHG�KRXVLQJ�FOHDUO\�GHPRQVWUDWHG�FODVV� LQHTXDOLWLHV�
��� SHU� FHQW� RI� HQWUHSUHQHXUV� DQG� ��� SHU� FHQW� RI� XSSHU� ZKLWH�FROODU� ZRUNHUV� RZQHG� WKH
DSDUWPHQWV� WKH\� RFFXSLHG�� ZKLOH� IRU� ORZHU� ZKLWH�FROODU� DQG� PDQXDO� ZRUNHUV� VLPLODU
SHUFHQWDJHV�ZHUH�UHVSHFWLYHO\����DQG�����'XNH�DQG�*ULPH��������7KH�SURFHVV�RI�KRXVLQJ
SULYDWL]DWLRQ�KDV�DGYDQFHG�IDUWKHU�WKDQ�FDSLWDO�FLWLHV��,Q�WKH�6LEHULDQ�FLW\�RI�1RYRVLELUVN�LQ
����������SHU�FHQW�RI�WKH�VWDWH�DQG�PXQLFLSDO�DSDUWPHQW�VWRFN�EHFDPH�SULYDWH�SURSHUW\�RI
WKH� SRSXODWLRQ��0RUHRYHU�� ���� SHU� FHQW� RI� KRXVHKROGV� LQ� WKDW� FLW\� SURYHG� WR� EH� ZHDOWK\
HQRXJK�WR�SXUFKDVH�DQ�DSDUWPHQW�LQ�WKH�HPHUJLQJ�KRXVLQJ�PDUNHW��7DSLOLQD�������

$QRWKHU� VLJQLILFDQW� ZHDOWK� DQG� OLIHVW\OH� FKDUDFWHULVWLF� RI� WKH�PLGGOH� FODVV� LV� DXWRPRELOH
RZQHUVKLS�� ZKLFK� KDV� EHHQ� H[SDQGLQJ� TXLWH� UDSLGO\� LQ� PRVW� FRXQWULHV� LQ� WUDQVLWLRQ�
$FFRUGLQJ�WR�D�VXUYH\�LQ�1RYRVLELUVN�2EODVW�LQ������D�FDU�ZDV�DYDLODEOH�WR�RQH�TXDUWHU�RI
KRXVHKROGV��+DOI�RI�DOO�WKH�FDUV�KDYH�EHHQ�SXUFKDVHG�DIWHU�������%\�RFFXSDWLRQ����SHU�FHQW
RI�FDU�RZQHUV�ZHUH�HPSOR\HG�LQ�WKH�PDUNHW�VHFWRU�RI� WKH�HFRQRP\��LQ�SDUWLFXODU� LQ�VPDOO
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ILUPV� DQG� MRLQW� YHQWXUHV�� MRLQW�VWRFN� FRPSDQLHV�� EDQNV�� VWRFN�PDUNHWV�� LQGLYLGXDO� SULYDWH
EXVLQHVVHV�DQG�FR�RSHUDWLYHV��7DSLOLQD�������

7KH�TXDQWLW\�RI�DVVHWV�SRVVHVVHG�E\�WKLV�FODVV�LV��KRZHYHU��HVVHQWLDOO\�VPDOOHU�WKDQ�WKDW�RI
WKH�HOLWH��%\�FRQVXPSWLRQ�SDWWHUQV�DQG�OLIHVW\OH�WKH\�ILQG�WKHPVHOYHV�LQ�WKH�PLGGOH�SRVLWLRQ
EHWZHHQ� WKH� QHZ� ULFK� DQG� WKH� EDVH� VWUDWXP²
WKH� SHRSOH
� �3LLUDLQHQ� ������ ������ $� QHZ
VXUYH\�E\�WKH�,QVWLWXWH�RI�6RFLDO�DQG�(FRQRPLF�3UREOHPV�RI�WKH�3RSXODWLRQ�FDWHJRUL]HG���
SHU�FHQW�RI�5XVVLDQ�KRXVHKROGV�LQ������DV�EHORQJLQJ�WR�PLGGOH�LQFRPH�OHYHO�ZLWK�PRQWKO\
LQFRPHV�UDQJLQJ�ZLWKLQ�86�����������SHU�FDSLWD��7KLV�SURSRUWLRQ�FRUUHVSRQGV�WR�DQRWKHU
ILQGLQJ�RI� WKH�VDPH�VXUYH\�� WKH�VKDUH�RI� WKH�5XVVLDQ�SRSXODWLRQ�KDYLQJ�PRQHWDU\�LQFRPH
DERYH�WKHLU�FXUUHQW�H[SHQGLWXUHV�HQDEOLQJ�WKHP�WR�PDNH�VDYLQJV�LV�DOVR�DERXW����SHU�FHQW
�'LVNLQ�DQG�5LPDVKHYVND\D�HW�DO���������7KXV�YDULRXV�LQGLFDWRUV�RI�WKH�VL]H�RI�WKH�PLGGOH
FODVV�LQ�WKH�ODUJHVW�SRVW�FRPPXQLVW�HFRQRP\�LQ�WUDQVLWLRQ�IDOO�ZLWKLQ�WKH�VDPH�UDQJH��7KH\
FRQILUP�DVVHVVPHQWV�RI�WKH�VKDUH�RI�WKH�5XVVLDQ�SRSXODWLRQ�EHORQJLQJ�WR�WKH�PLGGOH�FODVV
ZLWKLQ�RQH�ILIWK�WR�RQH�TXDUWHU�RI�WKH�SRSXODWLRQ�

��� 7KH�EDVH�VWUDWXP

8QOLNH�ZHVWHUQ�LQGXVWULDO�VRFLHWLHV�ZKHUH�WKH�PDMRULW\�LV�UHSUHVHQWHG�E\�WKH�XUEDQ�PLGGOH
FODVV��LQ�WUDQVLWLRQDO�HFRQRPLHV�ZKHUH�WKH�HOLWH�LV�YHU\�VPDOO�DQG�WKH�PLGGOH�FODVV�LV�QRW�VR
QXPHURXV�WZR�WKLUGV�RI�WKH�SRSXODWLRQ�UDWKHU�EHORQJV�WR�D�ORZHU�FODVV��5XVVLDQ�VRFLRORJLVW
=DVODYVND\D�VXJJHVWHG�UHJDUGLQJ�WKH�PDMRULW\�RI�WKH�5XVVLDQ�SRSXODWLRQ�DV�D�
EDVH�VWUDWXP
�
7KHVH� DUH� PRVW� RI� WKH� ZRUNHUV� HQJDJHG� LQ� ZDJH� ODERXU�� PDLQO\� LQ� WKH� VWDWH� VHFWRU� DQG
SULYDWL]HG�LQGXVWULDO�HQWHUSULVHV��%\�RFFXSDWLRQDO�VWDWXV�WKH\�DUH�TXLWH�GLYHUVH�FRPSULVLQJ
ORZHU�OHYHO�PHGLFDO�VWDII��QXUVHV���VXSSRUWLQJ�VWDII�LQ�UHVHDUFK�DQG�HGXFDWLRQ��ORZ�UDQNLQJ
HPSOR\HHV� LQ� DGPLQLVWUDWLRQ�� WKH� EXON� RI� WKH� EOXH�FROODU� ZRUNHUV�� SHDVDQWV�� DQG� WKH
PDMRULW\�RI�SHQVLRQHUV��7KHLU�LQFRPH�OHYHO�LV�QRW�PXFK�GLIIHUHQW��DQG�LV�MXVW�DERXW�WKH�OHYHO
RI� PRGHUDWH� VXIILFLHQF\�� ,W� LV� PRVWO\� HTXDO� RU� RQO\� VOLJKWO\� DERYH� RIILFLDO� VXEVLVWHQFH
PLQLPD�� ,Q�PDQ\� FDVHV�� KRZHYHU�� LW�PD\� EH� ORZHU� WKDQ� WKH� RIILFLDO� OHYHO� RI� VXEVLVWHQFH�
7KXV�� D� FRQVLGHUDEOH� SDUW� RI� WKH� EDVH� VWUDWXP� RI� WKH� SRSXODWLRQ� LQ� FRXQWULHV�ZLWK� KLJKHU
SRYHUW\�OHYHOV��HVSHFLDOO\�LQ�WKH�)68�DQG�6((��IDOOV�LQWR�SRYHUW\�

$�VXEVWDQWLDO�PDMRULW\�RI�WKHVH�JURXSV�KDYH�H[SHULHQFHG�GHWHULRUDWLRQ�LQ�WKHLU�VRFLDO�VWDWXV�
VR�PD\�EH�FRQVLGHUHG�DV� ORVHUV�RI� WKH� UHIRUP��7KH� ORVV�RI� VRFLDO� VWDWXV�RFFXUUHG�EHFDXVH
WKHVH� SHRSOH� KDYH� EHHQ� GHSULYHG� RI� WKHLU� IRUPHU� VRFLDO� JXDUDQWHHV�� RQFH� WKH� HJDOLWDULDQ
UHGLVWULEXWLYH� V\VWHP�FHDVHG� WR�H[LVW��ZKLOH� WKH\�KDG�QR�VRFLDO� FDSLWDO� WR�EH� FRQYHUWHG�RU
PDUNHWHG� XQGHU� WKH� QHZ� FRQGLWLRQV�� 7KLV� LV� SDUWLFXODUO\� WUXH� RI� WKH� XQVNLOOHG� DQG� VHPL�
VNLOOHG�SUROHWDULDW�ZKR�KDV�EHHQ�GLVSRVVHVVHG�RI�
LWV��KHJHPRQLF�VWDWXV���KRZHYHU�IDOVH�DQG
LOOXVRU\�LW�PD\�KDYH�EHHQ
��6WDULNRY�������

7KH�EXON�RI�WKH�ZRUNLQJ�FODVV�KDV�VXIIHUHG�D�VXEVWDQWLDO�GHFOLQH�LQ�UHDO�LQFRPHV�DQG�IDFHG
WKH�WKUHDW�RI�PDVV�XQHPSOR\PHQW�GXH�WR�LQGXVWULDO�GHFOLQH�DQG�LPSHQGLQJ�UHRUJDQL]DWLRQ�RI
WKH�HFRQRP\�ZLWK�HQVXLQJ�FORVXUHV�RI�PDQ\�XQSURILWDEOH� HQWHUSULVHV��7KH� IUXVWUDWLRQ�DQG
GLVLOOXVLRQPHQW� RI� WKH� ZRUNLQJ� FODVV� KDV� EHHQ�PDGH�ZRUVH� E\� WKH� SHUYHUVLRQ� RI� LQVLGHU
SULYDWL]DWLRQ� ZKLFK� IDLOHG� WR� JLYH� ZRUNHUV� PRUH� FRQWURO� RYHU� SURGXFWLRQ� DQG� PDNH� WKH
DGPLQLVWUDWLRQ� PRUH� DFFRXQWDEOH� WR� HPSOR\HHV�� 2QFH� WKH� PDQDJHPHQW� DPDVVHG� WKH
FRQWUROOLQJ� SRZHU� RYHU� SULYDWL]HG� ILUPV�� WKH� ZRUNHUV� EHFDPH� HYHQ�PRUH� SRZHUOHVV� WKDQ
EHIRUH�
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7KH�PDMRULW\�RI�WKH�EDVH�VWUDWXP�KDV�OLPLWHG�VWUDWHJLHV�DYDLODEOH�IRU�FRSLQJ�ZLWK�KDUGVKLSV
RI� WKH� WUDQVLWLRQ�� 6LQFH� WKH\� UDUHO\� SRVVHVV� YDOXDEOH� VRFLDO� QHWZRUNV� DQG�RU� PDUNHWDEOH
VNLOOV�WKH\�W\SLFDOO\�UHVRUW�WR�PRUH�SDVVLYH�QRQ�FRPSHWLWLYH�IRUPV�RI�EHKDYLRXU��7KH�PRVW
ZLGHVSUHDG� VWUDWHJ\� LV� WR� NHHS� HPSOR\PHQW� DW� WKH� HQWHUSULVH� HYHQ� IDFLQJ� VKRUW� WLPH
ZRUNLQJ��IRUFHG�OHDYH�DQG�ZDJH�DUUHDUV�ZKLOH�VHHNLQJ�DFWLYLWLHV�LQ�LQIRUPDO�HFRQRP\��7KLV
LQFOXGHV�LQ�VRPH�FDVHV�XQRIILFLDO�FRPPHUFLDO�DFWLYLW\��VKXWWOH�DQG�VWUHHW�WUDGLQJ��EXW�HYHQ
PRUH� RIWHQ� WUDGLWLRQDO� IRUPV� RI� VHOI�VXEVLVWHQFH� VXFK� DV� KRXVHKROG� IRRG� SURGXFWLRQ� RQ
LQGLYLGXDO�FRXQWU\�SORWV�

3HDVDQWU\�UHSUHVHQWV�DQRWKHU�ELJ�GLVDGYDQWDJHG�VRFLDO�JURXS�LQ�DOO�FRXQWULHV� LQ� WUDQVLWLRQ�
7KH�FXWV�LQ�VXEVLGLHV�WR�WKH�DJULFXOWXUDO�VHFWRU�FRPELQHG�ZLWK�WKH�VWURQJO\�QHJDWLYH�HIIHFW�RI
SULFH�OLEHUDOL]DWLRQ�RQ� LQHIILFLHQW� IDUPLQJ� OHG�PRVW� IDUPHUV�WR�SDUWLFXODUO\�GLIILFXOW� ILQDQFLDO
VWUDLWV��3ULFH� LQFUHDVHV� IRU�HQHUJ\��DJULFXOWXUDO�PDFKLQHU\�DQG� LQGXVWULDO� LQSXWV� FRQVLGHUDEO\
UDLVHG�WKH�FRVW�RI�DJULFXOWXUDO�SURGXFWV�DQG�XQGHUPLQHG�WKHLU�FRPSHWLWLYHQHVV��7KH� WHUPV�RI
WUDGH�FKDQJHG�GUDPDWLFDOO\�LQ�IDYRXU�RI�XUEDQ�UHVLGHQWV��$JULFXOWXUDO�SURGXFHUV�IDFHG�GHPDQG
FRQVWUDLQWV� DQG� LQWHQVH� FRPSHWLWLRQ� IURP� LPSRUWV� RQ� WKH� SURGXFW�PDUNHWV�� 7KH� LQFRPHV� RI
IDUPHUV� DQG� IDUP� HPSOR\HHV� IHOO� PRUH� VKDUSO\� LQ� FRPSDULVRQ� ZLWK� LQGXVWULDO� ZRUNHUV�
(FRQRPLF�KDUGVKLSV�GR�QRW�DOORZ�RXWGDWHG�PDFKLQHU\�DQG�IDUP�HTXLSPHQW�WR�EH�UHSODFHG��)RU
DOO� WKHVH� UHDVRQV�PDQ\� UHJLRQV� H[SHULHQFHG� D� SURIRXQG� GHFOLQH� LQ� IDUP� SURGXFWLRQ�� 6RPH
UHJLRQV�KDYH� FRQVLGHUDEOH�KLGGHQ�XQHPSOR\PHQW� LQ� DJULFXOWXUH�� UHVXOWLQJ� LQ� D� ORVV�RI�ZDJH
LQFRPH�IRU�WKH�DIIHFWHG�IDUP�ZRUNHUV��5XUDO�DUHDV�DUH�DOVR�GLVDGYDQWDJHG�LQ�SRVVLELOLWLHV�IRU
DOWHUQDWLYH�HPSOR\PHQW�DQG�KHQFH�VRXUFHV�IRU�DGGLWLRQDO�LQFRPHV��7KXV�RSSRUWXQLWLHV�IRU�WKH
UXUDO� SRSXODWLRQ� WR� LPSURYH� WKHLU� ZHOO�EHLQJ� DUH� H[WUHPHO\� OLPLWHG�� ,Q� DGGLWLRQ�� WKHUH� LV� D
ZLGHVSUHDG�FROODSVH�RI�LQIUDVWUXFWXUH�DQG�VRFLDO�VHUYLFHV�LQ�UXUDO�DUHDV��ZKLFK�KDV�DOZD\V�EHHQ
IDU�LQIHULRU�WR�WKRVH�RI�WKH�FLWLHV��5XUDO�SRYHUW\��KRZHYHU��LV�OHVV�DFXWH�LQ�IHUWLOH�UHJLRQV��ZKLFK
DUH�XVHG�IRU�LQWHQVLYH�IDUPLQJ��DOORZLQJ�KRXVHKROG�IRRG�SURGXFWLRQ�WR�SURYLGH�DGHTXDWH�IRRG
SURGXFWV�IRU�UXUDO�IDPLOLHV��6XFK�VHOI�VXEVLVWHQFH�YLUWXDOO\�GRHV�QRW�SURGXFH�DQ\�FDVK�LQFRPH�
VR� WKH� OLYHOLKRRG�RI�KRXVHKROGV� LQ�VXFK�UHJLRQV�PD\�FRQVLVW�HQWLUHO\�RI�FRQVXPSWLRQ�RI� WKH
KDUYHVW�FROOHFWHG�IURP�SULYDWH�SORWV�

7KH� DJULFXOWXUDO� VHFWRU� KDV� EHHQ�PRUH� SUHSDUHG� IRU�PDUNHW� UHIRUPV� LQ�&HQWUDO� (XURSHDQ
FRXQWULHV�� 6ORYHQLD� DQG� WKH� %DOWLFV� WKDQ� LQ� PXFK� RI� WKH� )68� DQG� 6((�� :KHUH� UXUDO
UHVLGHQWV� KDYH� PDQDJHG� WR� HVWDEOLVK� WKHPVHOYHV� DV� LQGLYLGXDO� IDUPHUV� RULHQWHG� WR� WKH
PDUNHW�WKH\�KDYH�VHFXUHG�EHWWHU�PDWHULDO�ZHOO�EHLQJ�DQG�KLJKHU�VRFLDO�VWDWXV��$JULFXOWXUDO
UHIRUP�LQ�5XVVLD�DQG�WKH�)68��KRZHYHU��SURYHG�PXFK�PRUH�GLIILFXOW��7KH�ODUJH�VFDOH�JUDLQ
SURGXFWLRQ� WKHUH� LV� VWLOO�GRPLQDWHG�E\� WKH� FROOHFWLYH� VHFWRU��ZKLFK�� DOWKRXJK�KDYLQJ�EHHQ
UHIRUPHG�LQWR�MRLQW�VWRFN�FRPSDQLHV��UHPDLQV�TXDVL�PDUNHW��DQG�FHQWUDOL]HG��,W�LV�VWLOO�EDVHG
RQ�IL[HG�SULFHV�DQG�GHSHQGV�RQ�PDVVLYH�VXEVLGLHV��7KH�HFRQRPLF�LQWHUHVWV�RI�WKH�FROOHFWLYH
IDUPHUV� DUH� FRQFHQWUDWHG� UDWKHU� LQ� WKHLU� VPDOO� SULYDWH� SORWV�� ZKLFK� WKH\� XVH� PDLQO\� IRU
VXEVLVWHQFH� RI� WKHLU� IDPLOLHV� DQG� XUEDQ� UHODWLYHV�� 3XUHO\� SULYDWH� IDUPV� WKDW� KDYH� EHHQ
DOORZHG� DQG� HPHUJHG� LQ� OLPLWHG� QXPEHUV� DUH� QRW� FRPSHWLWLYH� WR� ODUJH� FROOHFWLYH� IDUPV�
7KH\�SURYH�XQYLDEOH�XQGHU�H[LVWLQJ�FLUFXPVWDQFHV�GXH�WR�XQGHUGHYHORSPHQW�RI�PDUNHWV�IRU
FRPPRGLWLHV�� ODQG�� VHUYLFHV� DQG� ODERXU�� 0RUHRYHU�� WKH� VHYHUH� 
FODVV� FRPSHWLWLRQ
� ZLWK
FROOHFWLYH�IDUPV�XQIROGV�QRW�LQ�IDYRXU�RI�LQGLYLGXDO�IDUPHUV�� ,Q�5XVVLD�WKH�ODWWHU�DUH�IDFHG
ZLWK�KRVWLOLW\�E\�UXUDO�FRPPXQLWLHV�GXH�WR�GHHS�URRWHG�FROOHFWLYLVW�WUDGLWLRQV�RI�FRPPXQDO
ODQG�RZQHUVKLS�RI�PDQ\�SDVW�FHQWXULHV� �6WDULNRY��������3V\FKRORJLFDO�XQUHDGLQHVV�RI� WKH
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UXUDO�SRSXODWLRQ�IRU�PDUNHW�RULHQWHG�HQWUHSUHQHXUVKLS�FRPELQHG�ZLWK�WKH�GLODSLGDWHG�VWDWH
RI� UXUDO� LQIUDVWUXFWXUH� GRHV� QRW� SUHVHQW� IDYRXUDEOH� SURVSHFWV� IRU� UDSLG� UHIRUPV� DQG
GHYHORSPHQW�LQ�WKH�IDUPLQJ�VHFWRU�DQG��WKXV��LPSURYHPHQW�LQ�WKH�VRFLDO�VWDWXV�RI�SHDVDQWU\
LQ�TXLWH�D�QXPEHU�RI�FRXQWULHV�LQ�WUDQVLWLRQ�

3HQVLRQHUV�IRUP�D�YHU\�LPSRUWDQW�DQG�QXPHURXV�SDUW�RI�WKH�ORFDO�SRSXODFH�IDOOLQJ�PDLQO\
LQWR� WKH� EDVH� VWUDWXP� RI� WKH� VRFLDO� VWUXFWXUH�� 7KH\� FRQVWLWXWH� DERXW� ��� SHU� FHQW� RI� WKH
HOHFWRUDWH� DQG� WKXV� SROLWLFDOO\� YRFDO� DQG� LQIOXHQWLDO� JURXS�� ,Q� 5XVVLD� WKH\� QXPEHU� ��
PLOOLRQ�RU����SHU�FHQW�RI�WKH�SRSXODWLRQ��5HWLUHPHQW�SHQVLRQV²ZKLFK�WRRN�WKH�ODUJHVW�VKDUH
RI�H[SHQGLWXUH�RQ�VRFLDO� WUDQVIHUV²ZHUH�LQ�JHQHUDO�EHWWHU�DGMXVWHG�WR�LQIODWLRQ�FRPSDUHG� WR
RWKHU� VRFLDO� EHQHILWV��7KLV�PHDQW� WKDW� DQ\� H[SDQVLRQ� RI� SRYHUW\� DPRQJ� SHQVLRQHUV� KDV� QRW
EHHQ�IXUWKHU�WKDQ�IRU�WKH�SRSXODWLRQ�DW�ODUJH��1HYHUWKHOHVV�WKH�YDOXH�RI�SHQVLRQV�LQ�UHDO�WHUPV
KDV�GHFUHDVHG� UHVXOWLQJ� LQ� VXEVWDQWLDO� IDOO� LQ� OLYLQJ� VWDQGDUGV�� ,Q�JHQHUDO�� SHQVLRQHUV� FOHDUO\
FRQVLGHU� WKHPVHOYHV� DV� ORVHUV�� DOWKRXJK� WKH\� DUH� DW� QR� KLJKHU� ULVN� RI� SRYHUW\� WKDQ� WKH
SRSXODWLRQ�RI�ZRUNLQJ�DJH��,Q�VRPH�FDVHV��H�J���3RODQG��+XQJDU\�DQG�WKH�&]HFK�5HSXEOLF�
WKH� SHQVLRQHUV� VHHP� WR� KDYH� GRQH� UHODWLYHO\�ZHOO� �.UDPHU� ������� 7KH� HOGHUO\� KDYH� DOVR
EHHQ�DFWLYHO\�LQYROYHG�LQ�KRXVLQJ�SULYDWL]DWLRQ�

7KHUH� DUH�� KRZHYHU�� ZLGH� YDULDWLRQV� LQ� WKH� SRVLWLRQV� RI� GLIIHUHQW� JURXSV� RI� SHQVLRQHUV�
3HQVLRQHUV�ZKR� DUH� VWLOO� HPSOR\HG� �DERXW� ���SHU� FHQW�RI� WKHLU� WRWDO� QXPEHU� LQ�5XVVLD�� UXQ
YLUWXDOO\�QR�ULVN�RI�SRYHUW\��7KLV� ULVN�LV�DOVR�VLJQLILFDQWO\� ORZHU� IRU� WKH�HOGHUO\�ZKR� OLYH� LQ
ODUJHU�KRXVHKROGV�WRJHWKHU�ZLWK�WKHLU�FKLOGUHQ��7KH�VLWXDWLRQ�LV�PRUH�GLIILFXOW�IRU�KRXVHKROGV
FRPSULVHG�SXUHO\�RI�SHQVLRQHUV��KRZHYHU��WZR�SHQVLRQHUV�OLYLQJ�WRJHWKHU�DUH�OHVV�OLNHO\�WR�EH
SRRU��3HQVLRQHUV�OLYLQJ�DORQH�DUH�DW�WKH�KLJKHVW�ULVN��DQG�WKLV�LQFUHDVHV�IXUWKHU�ZLWK�DJH��7KHUH
LV�DOVR�D�JHQGHU�GLIIHUHQFH�DPRQJ�WKH�HOGHUO\��)RU�HOGHUO\�IHPDOHV�WKH�SRYHUW\�UDWH� LV�QHDUO\
WZLFH�DV�KLJK�DV�WKDW�RI�PDOHV�����SHU�FHQW�DJDLQVW������SHU�FHQW�E\�5/06�GDWD�RQ�5XVVLD�
�:RUOG�%DQN������������WKH�ODWWHU�UHSUHVHQWLQJ�OHVV�WKDQ�D�WKLUG�RI�DOO�WKH�SHQVLRQHUV�GXH�WR�WKH
FRQVLGHUDEO\�ORZHU�PDOH�OLIH�H[SHFWDQF\�LQ�5XVVLD�

��� 7KH�SRRU��VRFLDOO\�GHSULYHG�DQG�PDUJLQDOL]HG�JURXSV

9LUWXDOO\�QR�FRXQWU\�LQ�WUDQVLWLRQ�KDV�HVFDSHG�DQ�LQFUHDVH�LQ�SRYHUW\��EXW�LQ�VRPH�RI�WKHP�LW
KDV� EHHQ� SDUWLFXODUO\� GUDPDWLF�� %\� WKH� PLG� ����V� QDWLRQDOO\� GHWHUPLQHG� SRYHUW\� UDWHV
UDQJHG� IURP� ORZHU� OHYHOV� RI� ��� ���� DQG� ��� SHU� FHQW� LQ� (VWRQLD�� +XQJDU\� DQG� 3RODQG
UHVSHFWLYHO\�WR�DV�KLJK�DV����WR����IRU�WKH�UHSXEOLFV�RI�WKH�)68��81'3�����������

3RYHUW\�PHDVXUHPHQW�LWVHOI�SUHVHQWV�D�VHULRXV�WKHRUHWLFDO�DQG�SROLWLFDO�SUREOHP��&RXQWULHV
LQ� WUDQVLWLRQ� JHQHUDOO\� XWLOL]H� WKH� DEVROXWH� FRQFHSW� RI� SRYHUW\��2IILFLDO� SRYHUW\� OLQHV� DQG
HVWLPDWHV�RI�WKH�SHUFHQWDJH�RI�WKH�SRSXODWLRQ�EHORZ�LW�DUH�EDVHG�RQ�LQFRPH�OHYHOV�HTXDO�WR
RIILFLDO� VXEVLVWHQFH�PLQLPXP�� 7KH� FDOFXODWLRQ� RI� WKDW�PLQLPXP� LV� EDVHG� RQ� WKH� FRVW� RI
JRRGV�IRUPLQJ�WKH�PLQLPDO�FRQVXPHU�EDVNHW��7KLV�FRVW�RI�VXEVLVWHQFH�LV�UHJXODUO\�DGMXVWHG
WR�LQIODWLRQ��7KHVH�PLQLPD�DUH�RIWHQ�FULWLFL]HG�DV�WRR�ORZ��SDUWLFXODUO\�LQ�5XVVLD��,QGHHG�WKH
VXEVLVWHQFH�PLQLPXP� FRQWUDVWV� VKDUSO\�ZLWK� SHRSOH
V� SHUFHSWLRQ� RI� DQ� DGHTXDWH� LQFRPH�
ZKLFK� LV�REYLRXV� IURP�VXUYH\V�RI�SXEOLF�RSLQLRQ��7KH� UHVXOWV�RI�VXFK�VXUYH\V�DUH�KHDYLO\
LQIOXHQFHG� E\� WKH� VSHFLILF� VLWXDWLRQ�ZKHUH� WKH� DYHUDJH� LQFRPH� KDV� IDOOHQ� VKDUSO\� DJDLQVW� D
UDSLGO\�JURZLQJ�LQFRPH�GLVSDULW\�DQG�WKH�HPHUJHQFH�RI�ZHDOWK\�JURXSV�RI�WKH�SRSXODWLRQ��,Q
WKHLU�LQGLYLGXDO�SHUFHSWLRQ�RI�D�VXIILFLHQW�LQFRPH��SHRSOH�QDWXUDOO\�UHIHU�WR�VWDQGDUGV�W\SLFDO�RI
WKHLU�SUHYLRXV�UDWKHU� WKDQ�WKHLU�FXUUHQW�FLUFXPVWDQFHV��0F$XOH\�����������DV�ZHOO�DV� WR�WKH
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OLYLQJ�VWDQGDUGV�RI�WKH�QHZO\�SURVSHURXV�HOLWHV��$�SRYHUW\�UDWH�IRU�5XVVLD�EDVHG�RQ�LQGLYLGXDO
SHUFHSWLRQ�RI�KRZ�PXFK�LQFRPH�LV�QHHGHG�WR�SURYLGH�IRU�D�PLQLPXP�VXEVLVWHQFH�ZRXOG�EH�DV
KLJK�DV�������SHU�FHQW�RI�WKH�SRSXODWLRQ�

$�QXPEHU�RI�VRFLDOO\�YXOQHUDEOH�JURXSV�IRXQG�WKHPVHOYHV�SDUWLFXODUO\�GLVDGYDQWDJHG�XQGHU
WKH� QHZ� HFRQRPLF� VLWXDWLRQ�� 7KLV� FOXVWHU� RI� ORVHUV� LQFOXGHV� VLQJOH� SDUHQW� IDPLOLHV� DQG
KRXVHKROGV�ZLWK�PDQ\�FKLOGUHQ�RU�RWKHU�GHSHQGDQWV��VLQJOH�HOGHUO\�SHQVLRQHUV��SHRSOH�ZLWK
GLVDELOLWLHV�� 7KHVH� FDWHJRULHV� DUH� GLVDGYDQWDJHG� LQ� WKH� ODERXU� PDUNHW� DQG� FULWLFDOO\
GHSHQGHQW�RQ�VRFLDO� WUDQVIHUV��7KH�GHFOLQH�RI�VXFK� WUDQVIHUV� LQFOXGLQJ� IDPLO\�DOORZDQFHV�
ROG� DJH� DQG� GLVDELOLW\� SHQVLRQV� VHULRXVO\� DIIHFWHG� WKH� ZHOIDUH� RI� VXFK� KRXVHKROGV�� 7KH\
KDYH� IRUPHG� WKH� VR�FDOOHG� JURXS� RI� WKH� 
ROG� SRRU
� �PHDQLQJ� WKDW� WKH� VDPH� JURXS� ZDV
DIIHFWHG�E\�SRYHUW\�LQ�WKH�SUHUHIRUP�WLPHV���6LPLODU�VRFLDO�FDWHJRULHV�DUH�IRXQG�DPRQJ�WKH
SRRU� LQ� RWKHU� VRFLHWLHV�� )DPLOLHV� ZLWK� FKLOGUHQ� DUH� D� PDMRULW\� DPRQJ� WKH� SRRU� ZKLOH
FKLOGUHQ�DUH�WKH�ODUJHVW�GHPRJUDSKLF�JURXS�DIIHFWHG�E\�SRYHUW\�

7KH�HFRQRPLF�GLIILFXOWLHV�RI� WKH�WUDQVLWLRQ�SXW�DGGLWLRQDO�VWUHVV�RQ�WKH�IDPLO\�UHVXOWLQJ�LQ
EUHDNGRZQ� RI� IDPLO\� WLHV�� 7KH� JURZWK� LQ� WKH� GLYRUFH� UDWH� KDV� OHG� WR� DQ� LQFUHDVH� LQ� WKH
QXPEHU�RI�SRRU�FKLOGUHQ�OLYLQJ�LQ�VLQJOH�SDUHQW�IDPLOLHV��7KH�XQLYHUVDO�WUHQG�RI�JURZWK�RI
GLYRUFHV��GHFOLQH� LQ� WKH�PDUULDJH� UDWH�DQG� WKH� ULVH� LQ� WKH�QXPEHU�RI� FKLOGUHQ�ERUQ�RXW�RI
ZHGORFN� �LQFOXGLQJ� KLJKHU� LQFLGHQFH� RI� WHHQDJH� PRWKHUV��� WDNHV� PRUH� DFXWH� IRUPV� DQG
FDXVHV�PXFK� JUHDWHU� KDUGVKLS� LQ� FRXQWULHV� XQGHU� WUDQVLWLRQ��$� VROH� VXSSRUWHU� LV� VHYHUHO\
GLVDGYDQWDJHG�LQ�WKH�SULYDWH�VHFWRU�ODERXU�PDUNHW�GXH�WR�KDUVK�WLPH�FRQVWUDLQWV�LPSRVHG�E\
FKLOGFDUH��:DJHV�LQ�WKH�VWDWH�VHFWRU�MREV��LI�DYDLODEOH��DUH�WRR�ORZ�WR�SURYLGH�IRU�D�IDPLO\�
:LWK�ODFN�RI�VXSSRUW�IURP�IDPLO\�PHPEHUV�RU�UHODWLYHV��RSSRUWXQLWLHV�WR�HDUQ�H[WUD�LQFRPH
LQ�WKH�LQIRUPDO�VHFWRU�IRU�D�VLQJOH�PRWKHU�DUH�DOVR�H[WUHPHO\�OLPLWHG�

$SDUW�IURP�VRFLDOO\�YXOQHUDEOH�LQGLYLGXDOV�RU�KRXVHKROGV�ORZ�LQFRPH�DGXOWV�RI�ZRUNLQJ�DJH
DQG�WKHLU�IDPLOLHV�IRUP�D�FRQVLGHUDEOH�JURXS�RI�
ORVHUV
�RI�WKH�UHIRUPV��7KH\�IDOO�LQWR�D�ODUJH
FDWHJRU\�RI�WKH� 
QHZ�SRRU
� LQFOXGLQJ�WKH� 
ZRUNLQJ�SRRU
��ORZ�SDLG�MRE�LQVHFXUH�ZRUNHUV��DQG
WKH� XQHPSOR\HG� �0LNKDOHY� ������� 7KH�ZRUNLQJ� SRRU� DUH�PRUH� IUHTXHQWO\� IRXQG� LQ� VHFWRUV
ZLWK�ORZHVW�SDLG�MREV��LQ�WKH�ILUVW�SODFH�LQ�WKH�VWDWH�EXGJHWDU\�VHFWRU��HGXFDWLRQ��FXOWXUH�DQG
KHDOWK�FDUH� VHUYLFHV��� DQG�RWKHU�GLVDGYDQWDJHG� VHFWRUV�� H�J�� OLJKW� LQGXVWU\�RU� DJULFXOWXUH��%\
SURIHVVLRQDO� VWDWXV� ORZ�TXDOLILHG� LQGXVWULDO� EOXH�FROODU�ZRUNHUV�ZRXOG� EH�PRUH� OLNHO\� WR� EH
SRRU��+RZHYHU�� SRYHUW\�KDV�ZLGHO\� DIIHFWHG�TXDOLILHG�ZRUNHUV� DQG�ZKLWH�FROODU� HPSOR\HHV�
H�J��HQJLQHHUV�DV�ZHOO��SDUWLFXODUO\�LQ�KHDY\�LQGXVWU\�

6LQFH�WKH�SRRU�LQ�PRVW�RI�WKH�FRXQWULHV�LQ�WUDQVLWLRQ�UHFHLYH�LQDGHTXDWH�LQFRPH�VXSSRUW��WKH\
KDYH�WR�UHO\�PDLQO\�RQ�SULYDWH�VDIHW\�QHWV��LQIRUPDO�HFRQRPLF�DFWLYLWLHV�DQG�WUDGLWLRQDO�PHDQV
RI�VHOI�VXSSRUW��VXFK�DV�KRXVHKROG�IRRG�SURGXFWLRQ��3ULYDWH�VDIHW\�QHWV�RI�UHODWLYHV��IULHQGV�DQG
FRPPXQLWLHV�DFW�DV�D�PRVW�LPSRUWDQW�PHDQV�RI�SRYHUW\�UHOLHI��$OWKRXJK�VXFK�WUDQVIHUV�GR�QRW
JR� H[FOXVLYHO\� WR� ORZHU� LQFRPH� IDPLOLHV� WKH\� EHQHILW� VXFK� YXOQHUDEOH� JURXSV� DV� QHZ
KRXVHKROGV��HOGHUO\�SHQVLRQHUV��IHPDOH�KHDGHG�KRXVHKROGV�ZLWK�PDQ\�FKLOGUHQ�� WKH�GLVDEOHG
DQG�WKRVH�DIIHFWHG�E\�XQHPSOR\PHQW��&R[�HW�DO���������:KLOH�LQ�5XVVLD�LQWUD�IDPLO\�WUDQVIHUV
DUH�PXFK�PRUH� LPSRUWDQW� WKDQ� DVVLVWDQFH� EDVHG� RQ� RWKHU� WKDQ� IDPLO\� WLHV�� LQ� &HQWUDO� $VLD
ZLGHU�FRPPXQLW\�QHWZRUNV�DUH�QR�OHVV�LPSRUWDQW�DV�ZHOO��$OWKRXJK�WUDQVIHU�EHKDYLRXU�WHQGHG
WR�SHUVLVW�GXULQJ�WKH�GLIILFXOW�UHIRUP�\HDUV�GHVSLWH�KLJK�LQIODWLRQ��WKH�GHFOLQH�LQ�LQFRPHV�DQG
WKH� ULVH� LQ� LQHTXDOLW\�� LWV� SDWWHUQ� LV� XQGHUJRLQJ� FKDQJHV�� ,Q� WKH� SUHUHIRUP� \HDUV� \RXQJHU
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IDPLOLHV� W\SLFDOO\� UHFHLYHG� WUDQVIHUV� IURP� WKHLU� EHWWHU�RII� SDUHQWV��1RZDGD\V� LW� KDV� EHFRPH
PRUH�FRPPRQ�IRU�HOGHUO\�SHQVLRQHUV�WR�JHW�VXSSRUW�IURP�WKHLU�FKLOGUHQ��LQFOXGLQJ�HVSHFLDOO\
WKRVH�HQJDJHG�LQ�QHZ�SULYDWH�EXVLQHVVHV��,Q�WKH�ODWWHU�FDVH�SDUWLFXODUO\��WKH�UHFLSLHQWV�RI�VXFK
WUDQVIHUV�DUH�PXFK�OHVV�OLNHO\�WR�UHSUHVHQW�D�ORZ�LQFRPH�RU�YXOQHUDEOH�JURXS�

7KH�KDUGVKLSV�RI�WKH�WUDQVLWLRQ�KDYH�LQFUHDVHG�WKH�QXPEHU�RI�VXFK�VSHFLILF�FDWHJRULHV�RI�WKH
SRRU�DV�KRPHOHVV��YDJUDQWV��DQG�SHUVRQV�UHOHDVHG�IURP�WKH�SHQLWHQWLDU\�V\VWHP��7KLV�JURXS�KDV
EHHQ� DXJPHQWHG� E\� LQIORZ� RI� PLJUDQWV� �ERWK� LQWHUQDO� DQG� H[WHUQDO�� DQG� UHIXJHHV�
'LVSODFHPHQW� RI� SHRSOH� LV� FDXVHG� E\� HFRQRPLF� UHDVRQV� DV� ZHOO� DV� E\� VXFK� IDFWRUV� DV� RI
GLVLQWHJUDWLRQ� RI� WKH� 6RYLHW�8QLRQ�� HWKQLF� FRQIOLFWV� DQG� FLYLO� ZDUV��0LJUDQWV� WRJHWKHU� ZLWK
FHUWDLQ�ORFDO�HWKQLF�PLQRULWLHV��H�J��J\SVLHV��IRUP�VSHFLILFDOO\�GHSULYHG�PDUJLQDOL]HG�JURXSV�

8QOLNH�LQ�WKH�7KLUG�:RUOG�FRXQWULHV��WKH�PDMRULW\�RI�WKH�SRRU�LQ�WUDQVLWLRQDO�HFRQRPLHV�GR�QRW
\HW�UHSUHVHQW�D�FOHDU�XQGHUFODVV��%\�LQFRPH�OHYHO�WKH\�DUH�QRW�VR�GLVWDQW�IURP�DYHUDJH�DV�IRU
LQVWDQFH� LQ� /DWLQ� $PHULFD�� 7KH� SRRU� VWLOO� SRVVHVV� VXEVWDQWLDOO\� KLJK� HGXFDWLRQDO� OHYHOV�
UHDVRQDEOH� GZHOOLQJV� DQG� KRXVHKROG� DVVHWV� DQG� HQMR\� DFFHVV� WR� PDMRU� VRFLDO� VHUYLFHV�
LQFOXGLQJ�VFKRROLQJ�IRU�FKLOGUHQ�DQG�KHDOWK�FDUH��$OO�RI� WKLV�GRHV�QRW�GLIIHUHQWLDWH� WKHP�WRR
PXFK�IURP�WKH�UHVW�RI�WKH�SRSXODWLRQ��0LODQRYLF�������������7KH�GHFOLQH�LQ�WKHLU�LQFRPH�LV
VWLOO�UHFHQW�DQG�ORRNV�DV�WKRXJK�LW�LV�D�WUDQVLWRU\�VKRFN��7KH\�FRXOG�HDVLO\�UHVWRUH�QRUPDO�OLIH�
SURYLGHG�WKH\�FDQ�HDUQ�DGHTXDWH�LQFRPH��+RZHYHU��IRU�PDQ\�LQ�WKLV�JURXS��DELOLW\�WR�DGMXVW
WR�WKH�QHZ�FRQGLWLRQV��FKDQFHV�RI�UHWUDLQLQJ��VWDUWLQJ�QHZ�DFWLYLWLHV�DUH�JHQHUDOO\� OLPLWHG�
7KH�JURZLQJ�LQFLGHQFH�RI�ORQJ�ODVWLQJ�XQHPSOR\PHQW��WUDQVLWLRQ�RI�SDUW�RI�WKH�XQHPSOR\HG
WR�LQDFWLYLW\��GRFXPHQWHG�E\�GHFOLQLQJ�ODERXU�IRUFH�SDUWLFLSDWLRQ�UDWHV���OHDGV�WR�GHVNLOOLQJ
DQG�� KHQFH�� WR� ORVV� RI� KXPDQ� FDSLWDO� ZLWK� D� KLJK� SRWHQWLDO� RI� VRFLDO� GHJUDGDWLRQ��:KHQ
SRYHUW\�VWDWXV�SHUVLVWV�RYHU�WKH�ORQJ�WHUP�WKH�SRRU�DUH�OLNHO\�WR�DFTXLUH�FKDUDFWHULVWLFV�RI�DQ
XQGHUFODVV�ZKLFK�ZLOO�PDNH�WKHLU�ZD\�RXW�RI�SRYHUW\�VWLOO�PRUH�GLIILFXOW��7KH�VLJQV�RI�VXFK
HPHUJLQJ�XQGHUFODVV�DUH�DOUHDG\�DSSDUHQW��SDUWLFXODUO\�LQ�WKH�FRXQWULHV�RI�WKH�)68�DIIHFWHG
E\�PDVV�SRYHUW\��,Q�WKH�5XVVLDQ�FDVH�ORQJ�WHUP�SRYHUW\�KDV�H[WHQGHG�WR�DW�OHDVW���SHU�FHQW
RI� WKH�SRSXODWLRQ��ZKLFK� LV�D� URXJK� LQGLFDWLRQ�RI� WKH�SURSRUWLRQ�RI� WKH� VHYHUHO\�GHSULYHG
DQG�PDUJLQDOL]HG�JURXS�

$Q� RYHUYLHZ� RI� FKDQJHV� LQ� VRFLDO� VWUXFWXUHV� LQ� WUDQVLWLRQ� UHYHDOV� FRQVLGHUDEOH� UHUDQNLQJ
DQG� UHGLVWULEXWLRQ� RI� OLIH� FKDQFHV� IRU� PDQ\� VRFLDO� JURXSV�� 7KH� PDUNHW� KDV� RSHQHG� QHZ
RSSRUWXQLWLHV��FUHDWHG�QHZ�VRFLDO�FODVVHV�DQG�JURXSV�DQG�LQWHQVLILHG�XSZDUG�DQG�GRZQZDUG
VRFLDO�PRELOLW\��7KH�PRVW� LPSRUWDQW�RXWFRPH�KRZHYHU�KDV�EHHQ�DQ�XQSUHFHGHQWHG� ULVH� LQ
LQHTXDOLW\� DQG� VRFLDO� SRODUL]DWLRQ��$SDUW� IURP� HFRQRPLF� GHFOLQH� WKH� ULVH� LQ� LQHTXDOLW\� RI
LQFRPH� GLVWULEXWLRQ� KDV� EHHQ� D� PDMRU� IDFWRU� RI� WKH� H[SDQVLRQ� RI� SRYHUW\� ZLWK� DOO� LWV
QHJDWLYH� FRQVHTXHQFHV� IRU� KXPDQ� GHYHORSPHQW�� 7KLV� DSSDUHQW� VRFLDO� GLVORFDWLRQ� EHDUV
GDQJHURXV�SURVSHFWV�RI�ORVV�RI�VHOI�LGHQWLW\�E\�SDUW�RI�WKH�VRFLHW\��GHFOLQH�LQ�VROLGDULW\�DQG
SRWHQWLDO� IRU� ULVLQJ� VRFLDO� FRQIOLFW�� 7KH� SURFHVVHV� RI� VRFLDO� VWUDWLILFDWLRQ� LQ� WUDQVLWLRQDO
VRFLHWLHV� WKXV� SUHVHQW� VHULRXV� FKDOOHQJHV� IRU� SROLF\�� ZKLFK� LV� QHHGHG� WR� SURPRWH� VRFLDO
LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ�
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7KH�HYLGHQFH�RQ�VRFLDO� LQHTXDOLW\�DQG�FODVV�IRUPDWLRQ�UHYHDOV� WKH�QHHG� IRU�SROLFHV�ZKLFK
DUH�FDSDEOH�RI�LQIOXHQFLQJ�WKH�SURFHVVHV�RI�VRFLDO�FKDQJH��6XFK�SROLFLHV�VKRXOG�SXUVXH�WKH
JRDOV�RI�VRFLDO�LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ��7KH�JDS�EHWZHHQ�WKH�ULFK�DQG�WKH�SRRU��WKH
HFRQRPLF�DQG�SROLWLFDO�SRZHU�RI�WKH�HOLWH�DPLGVW�PDVVLYH�GHSULYDWLRQ�RI�WKH�LPSRYHULVKHG
SRSXODWLRQ� FUHDWH� D� SRWHQWLDO� IRU� VRFLDO� WHQVLRQ� WKDW� PD\� OHDG� WR� GLVUXSWLYH� RXWFRPHV�
)XUWKHUPRUH��KLJK�LQHTXDOLW\�DQG�SRYHUW\�XQGHUPLQH�KXPDQ�FDSLWDO�DQG�WKXV�HURGH�WKH�YHU\
EDVH�RI�VXVWDLQDEOH�GHYHORSPHQW�

7KH� SULRULWLHV� RI� SRYHUW\� HUDGLFDWLRQ�� KXPDQ� GHYHORSPHQW�� DQG� VRFLDO� LQWHJUDWLRQ��ZKLFK
HVVHQWLDOO\� SUHVHQW� WKH� XOWLPDWH� JRDO� RI� PDUNHW� RULHQWHG� UHIRUPV�� XQGHUVFRUH� ERWK
GLVWULEXWLRQDO�DQG�HIILFLHQF\�REMHFWLYHV��7KH�LVVXHV�SHUWDLQLQJ�WR�WKH�IRUPDWLRQ�RI�WKH�VRFLDO
VWUXFWXUH� OLH� LQ� WKH�SROLWLFDO� HFRQRP\�RI� LQFRPH�GLVWULEXWLRQ� DQG�ZHOIDUH� V\VWHPV��3ROLF\
LPSOLFDWLRQV� VWHPPLQJ� IURP� WKH� REVHUYHG� WUHQGV� LQ� VRFLDO� VWUDWLILFDWLRQ� HQWDLO� WUDGH�RIIV
EHWZHHQ� LQHYLWDEOH� LQHTXDOLW\� DQG� VRFLDO� LQWHJUDWLRQ�� EURDG�EDVHG� JURZWK�� DQG� SRYHUW\
DOOHYLDWLRQ�

7KH� WDVN�RI�SROLF\� LQ�YLHZ�RI� WKH�HYLGHQFH�RQ� LQHTXDOLW\�DQG� LWV�FDXVHV� LV�YLHZHG�QRW� VR
PXFK�DV�WR�FXUE�WKH�ZHDOWK�RI�WKH�HOLWH��UHGLVWULEXWH�LW�WR�WKH�SRRU�DQG�FUHDWH�D�VRFLDO�VDIHW\
QHW� IRU� WKH� ORVHUV� LQ� WKH� WUDQVLWLRQ�� 7KH� IRFXV� LV� UDWKHU� RQ� WKRVH� SROLF\� FKRLFHV�� ZKLFK
HQFRXUDJH�VRFLDO�PRELOLW\�DQG�LQYHVWPHQWV� LQ�KXPDQ�FDSLWDO��&RQVROLGDWLRQ�RI� WKH�PLGGOH
FODVV�LV�FRQVLGHUHG�DV�LPSRUWDQW�REMHFWLYH�DV�HUDGLFDWLRQ�RI�SRYHUW\��7KHUHIRUH�WKH�SULPDU\
DWWHQWLRQ� RI� WKLV� VWXG\� LV� RQ� DFWLYH� SROLF\� PHDVXUHV� SURPRWLQJ� HFRQRPLFDOO\� JDLQIXO
HPSOR\PHQW��KXPDQ�FDSLWDO��ODERXU�SURGXFWLYLW\�DQG�SHUVRQDO�UHVSRQVLELOLW\�RI�FLWL]HQV�IRU
WKHLU� ZHOO� EHLQJ�� 7KHVH� SROLFLHV� DUH� EHOLHYHG� WR� OHDG� WR� ZLGHVSUHDG� HQWUHSUHQHXUVKLS�
FRPSHWLWLRQ��FR�RSHUDWLRQ��DQG�GHYHORSPHQW�

7KH� UROH� RI� WKH� VRFLDO� VDIHW\� QHW� LV� XQGHUVWRRG� DV� WR� SURYLGH� VXSSRUW� WR� WKH�PRVW� QHHG\
FLWL]HQV� DQG� YXOQHUDEOH� JURXSV� GLVDGYDQWDJHG� LQ� WKH� ODERXU�PDUNHW��'LVFXVVLRQ� RI� VDIHW\
QHWV� LQ� WKLV� VWXG\� GRHV� QRW� DLP� WR� JLYH� DQ� RYHUDOO� DVVHVVPHQW� RI� ZHOIDUH� V\VWHPV� LQ
WUDQVLWLRQDO�HFRQRPLHV�EXW�UDWKHU�WR�LGHQWLI\�WKHLU�SURSHU�UROH�LQ�VRFLDO�SURWHFWLRQ�ZLWKLQ�WKH
FRQWH[W� RI� SULRULWLHV� RI� UHGXFLQJ� LQHTXDOLW\� DQG� SRYHUW\�� DQG� SURPRWLQJ� VRFLDO� FRKHVLRQ�
:KLOH�ZHOIDUH�PD\�ODUJHO\�DGGUHVV�WKH�SRYHUW\�RI�WKH�ZHDN�DQG�SOD\�D�UHGLVWULEXWLYH�UROH�
DFWLYH� HPSOR\PHQW� SROLFLHV�� L�H��� MRE� FUHDWLRQ�� WUDLQLQJ�� DQG� 60(� VXSSRUW�� WDUJHW� WKH
ZRUNLQJ� �RU� XQHPSOR\HG�� SRRU�� 7KH� JRDOV� RI� FRQVROLGDWLQJ� WKH� PLGGOH� FODVV� LQ� WXUQ
KLJKOLJKW� SROLF\� SULRULWLHV� LQ� HGXFDWLRQ�� SURPRWLRQ� RI� HQWHUSUHQHXUVKLS�� ZDJHV� IRU
SURIHVVLRQDOV�DQG�SXEOLF�VHUYDQWV�
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��� 3URPRWLQJ� HFRQRPLF� JURZWK�� VWDELOLW\� DQG� RSSRUWXQLWLHV� DV� D� ZD\� WR� UHGXFH
LQHTXDOLW\�DQG�SRYHUW\

:KLOH�VXVWDLQDEOH�HFRQRPLF�JURZWK� LV�D�NH\� WR� LPSURYHPHQW�RI�VRFLDO�ZHOIDUH�DW� ODUJH� LW
PD\�QRW�DXWRPDWLFDOO\�EULQJ� DERXW�PRUH�HTXLWDEOH�GLVWULEXWLRQDO�HIIHFWV�RU� LPSURYHPHQWV
RI�WKH�FRQGLWLRQV�RI�WKH�SRRUHVW�PHPEHUV�RI�WKH�VRFLHW\��3UR�SRRU�RULHQWDWLRQ�RI�HFRQRPLF
JURZWK�UHTXLUHV�FRQVLVWHQW�LQWHJUDWLRQLVW�SROLFLHV�DLPHG�DW�SURYLGLQJ�HTXDO�RSSRUWXQLWLHV�WR
DOO�� VSUHDGLQJ� HQWUHSUHQHXUVKLS�� HQVXULQJ� VRFLDO� PRELOLW\� EDVHG� RQ� PHULW�� SUHYHQWLQJ
FRUUXSWLRQ�DQG�XQODZIXO�HQULFKPHQW�

7KH� DQDO\VLV� RI� VRFLDO� VWUXFWXUHV� RI� WKH� VRFLHWLHV� LQ� WUDQVLWLRQ� KDV� VKRZQ� WKDW� SROLFLHV
FRQGXFLYH� WR�VRFLDO� LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ�VKRXOG�DGGUHVV�ERWK� WKH�SRRU� DQG� WKH
PLGGOH�FODVVHV��+HQFH�VXFK�SROLFLHV�FDQQRW�EH�UHGXFHG�WR�GLVWULEXWLRQ�RI�SRYHUW\�UHOLHI�IRU
WKH�SRRUHVW��3URPRWLQJ�D�VROLG�SURGXFWLYH�PLGGOH�FODVV�DV�WKH�LQWHJUDWLYH�FRUH�RI�WKH�VRFLHW\
UHTXLUHV� D� FRPSOH[� VHW� RI� SURDFWLYH� VRFLRHFRQRPLF� PHDVXUHV� DLPHG� DW� FUHDWLQJ
RSSRUWXQLWLHV� IRU� HPSOR\PHQW� DQG� EXVLQHVV�� GHYHORSLQJ� KXPDQ� FDSLWDO� DQG� PDUNHWDEOH
VNLOOV�� 7KH� SULRULW\� RI� SURDFWLYH� VRFLDO� SROLF\� LV� HTXDOO\� UHOHYDQW� WR� SRYHUW\� DOOHYLDWLRQ�
*LYHQ� WKH� VWUXFWXUH� RI� SRYHUW\� WKH� PDMRULW\� RI� WKH� SRRU� LQ� WUDQVLWLRQDO� HFRQRPLHV� DUH
QRUPDO� KRXVHKROGV�ZLWK�ZRUNLQJ� DJH� DEOH�ERGLHG� KHDGV�ZKR� DUH� HLWKHU�ZRUNLQJ� SRRU� RU
XQHPSOR\HG�� ,W� DSSHDUV� WKDW� WKH� JUHDWHVW� HIIHFW� RI� SRYHUW\� UHGXFWLRQ� FDQ� EH� DFKLHYHG� E\
HIIHFWLYH�HPSOR\PHQW�DQG�ODERXU�PDUNHW�SROLFLHV� UDWKHU� WKDQ�E\�H[SDQVLRQ�RI�VDIHW\�QHWV�
7KH�PDLQ�REMHFWLYH�RI�VXFK�SURDFWLYH�SROLF\�DJHQGD�LV�WR�SURPRWH�VRFLDO�PRELOLW\�EDVHG�RQ
KXPDQ�FDSLWDO��HQWHUSULVH�DQG�FUHDWLYLW\�E\�FLWL]HQV�GLUHFWHG�WRZDUGV�LPSURYHPHQW�RI�WKHLU
ZHOO�EHLQJ�

����� &UHDWLQJ�HPSOR\PHQW�RSSRUWXQLWLHV

7KH� ULVH� LQ� LQHTXDOLW\�KDV� ODUJHO\�EHHQ� D� UHVXOW� RI� LQFUHDVLQJO\� XQHTXDO� HPSOR\PHQW� DQG
HDUQLQJ� RSSRUWXQLWLHV�� FRQVWUDLQWV� RQ� ODERXU� PRELOLW\�� WKH� VSUHDG� RI� ORQJ�WHUP
XQHPSOR\PHQW��7KHUHIRUH�FUHDWLRQ�RI�HPSOR\PHQW�RSSRUWXQLWLHV�ILJXUHV�DV�D�NH\�WR�PDMRU
LPSURYHPHQWV� LQ� WKH� VRFLDO� VLWXDWLRQ�� LQ�SDUWLFXODU� WR� JURZWK� RI� UHDO� LQFRPHV�� WKHLU�PRUH
HTXLWDEOH�GLVWULEXWLRQ�DQG� WKXV�� WR� DOOHYLDWLRQ�RI� VRFLDO� WHQVLRQ� FDXVHG�E\� IUXVWUDWLRQ�RI� D
ODUJH�VHFWLRQ�RI�WKH�VRFLHW\�VHHLQJ�QR�SURVSHFWV�IRU�WKH�IXWXUH�

$OWKRXJK�HPSOR\PHQW�RSSRUWXQLWLHV�DUH�DERYH�DOO�GHWHUPLQHG�E\�HFRQRPLF�JURZWK�WKHUH�LV
D� FRQVLGHUDEOH� VFRSH� IRU� SURDFWLYH� HPSOR\PHQW� SROLFLHV� SURPRWLQJ� TXDOLW\�
FRPSHWLWLYHQHVV�DQG�PRELOLW\�RI�ODERXU��$�VHW�RI�UHTXLUHG�DFWLYH�SROLF\�PHDVXUHV�LQFOXGHV
VSHFLILF�HPSOR\PHQW�SURJUDPPHV��WUDLQLQJ�IRU�WKH�XQHPSOR\HG��VXSSRUW�RI�VPDOO�EXVLQHVV�
IDUPHUV��DQG�LQGLYLGXDO�HFRQRPLF�DFWLYLWLHV�

(PSOR\PHQW�VHUYLFHV�ZHUH�VHW�XS�LQ�DOO�FRXQWULHV�LQ�WUDQVLWLRQ��EXW�HYHU\ZKHUH�WKLV�ZDV�D
QHZ�LQVWLWXWLRQ�ZLWK�YLUWXDOO\�QR�UHOHYDQW�SUHUHIRUP�H[SHULHQFH� WR�GUDZ�RQ�� ,QLWLDOO\�VXFK
VHUYLFHV� ZHUH� PRUH� RULHQWHG� WR� LQFRPH� VXSSRUW� IRU� WKH� MREOHVV� WKURXJK� XQHPSOR\PHQW
EHQHILWV�� $VVLVWDQFH� LQ� MRE�VHHNLQJ� DQG� MRE�PDWFKLQJ� ZDV� ODUJHO\� LQHIIHFWLYH�� 6WLOO� OHVV
GHYHORSHG�ZHUH�DFWLYH�SURODERXU�PDUNHW�VHUYLFHV�VXSSRUWLQJ�MRE�FUHDWLRQ��VHOI�HPSOR\PHQW
DQG� WUDLQLQJ�� (PSOR\PHQW� VHUYLFHV� ZHUH� EXUGHQHG� ZLWK� EXUHDXFUDF\�� ZKLFK� IXUWKHU
GLPLQLVKHG�WKHLU�HIILFLHQF\�
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,Q�PRVW� RI� WKH� FRXQWULHV� IXQGV� IRU� ODERXU�PDUNHW� SROLFLHV�ZHUH� FRQFHQWUDWHG� LQ� VSHFLDOO\
FUHDWHG� QDWLRQDO� HPSOR\PHQW� IXQGV� ZKLFK� EHFDPH� LQGHSHQGHQW� RI� PLQLVWULHV�� $FWLYH
HPSOR\PHQW�SROLFLHV�ZHUH�ODXQFKHG�DQG�EXGJHWDU\�DOORFDWLRQV�IRU�DFWLYH�SROLFLHV�LQFUHDVHG
IURP� LQLWLDOO\� QHJOLJLEOH� OHYHOV�� ,Q� WKH� .\UJ\]� 5HSXEOLF�� IRU� LQVWDQFH�� WKH� UHODWLYH
H[SHQGLWXUH� RI� WKH� (PSOR\PHQW� )XQG� RQ� SURDFWLYH� ODERXU� PDUNHW� PHDVXUHV� LQFUHDVHG
PDUNHGO\�IURP�����SHU�FHQW�LQ������WR����SHU�FHQW�LQ�������0/63������������1HYHUWKHOHVV
WKH�SURSRUWLRQ�RI�DFWLYH�SROLF\�PHDVXUHV�HYHU\ZKHUH�LV� OHVV� WKDQ�VSHQGLQJ�RQ�SXUH�VDIHW\
QHWV� IRU� WKH� XQHPSOR\HG�� 0RUHRYHU�� WKH� SHUFHQWDJH� RI� WKH� XQHPSOR\HG� SDUWLFLSDWLQJ� LQ
DFWLYH�SROLF\�SURJUDPPHV�KDV�EHHQ�GHFOLQLQJ�LQ�VRPH�FRXQWULHV�� ,Q�VXFK�FRXQWULHV�NQRZQ
E\� VWURQJ� VRFLDO� SROLF\� DV� WKH� &]HFK� 5HSXEOLF� DQG� 6ORYDNLD� WKH� QXPEHU� RI� FOLHQWV� RI
HPSOR\PHQW� VHUYLFHV� EHQHILWLQJ� IURP� DFWLYH� SURJUDPPHV� UDWKHU� WKDQ� XQHPSOR\PHQW
EHQHILWV�GHFUHDVHG�IURP����SHU�FHQW�LQ������WR����SHU�FHQW�LQ������DQG�IURP����WR����SHU
FHQW�UHVSHFWLYHO\��3RWXFHN�DQG�5DGLFRYD�������

7KH�KHDY\�UHOLDQFH�RI�HPSOR\PHQW�VHUYLFHV�RQ�XQHPSOR\PHQW�EHQHILWV�GLG�OLWWOH�WR�UHGXFH
SRYHUW\��PLWLJDWH� LQHTXDOLW\� DQG� LQFUHDVH� ODERXU�PRELOLW\��$Q�RYHUDOO� DVVHVVPHQW�E\�*X\
6WDQGLQJ��������EDVHG�RQ�WKH�DQDO\VLV�RI�WKH�VLWXDWLRQ�LQ�WKH�ZKROH�UHJLRQ�FRQFOXGHG�WKDW
XQHPSOR\PHQW�EHQHILWV�ZHUH�DUELWUDU\��XQIDLU�DQG�LQHIILFLHQW��7KH\�DUH�WRR�ORZ�DQG�DW�WKH
VDPH� WLPH� KDUG� WR� REWDLQ�� $OPRVW� HYHU\ZKHUH� VXFK� EHQHILWV� DUH� EHORZ� WKH� VXEVLVWHQFH
LQFRPH�RU�SRYHUW\�OLQH��ZKLOH�LQ�5XVVLD��8NUDLQH�RU�.\UJ\]VWDQ�WKH\�DUH�HTXLYDOHQW�WR�WKH
PLQLPXP�ZDJH�ZKLFK�LV�VHYHUDO� WLPHV�EHORZ�VXEVLVWHQFH�PLQLPD��7KH\�SXW�ZRUNHUV� LQWR
XQHPSOR\PHQW� DQG� SRYHUW\� WUDSV� DV� EHQHILW� UHFLSLHQWV� DUH� XQDEOH� WR� WDNH� ORZ� SDLG� MREV
OHJDOO\�IRU�IHDU�RI�ORVLQJ�HQWLWOHPHQW��7KH\�GR�QRW�RIIHU�D�VROXWLRQ�WR�LQFRPH�LQVHFXULW\�EXW
UDWKHU� LQWHQVLI\� LW� �6WDQGLQJ� ������� 0RUHRYHU�� UHIRUPV� LQ� WKLV� DUHD� GULYHQ� PDLQO\� E\
ILQDQFLDO� FRQVWUDLQWV� ZHUH� IRU� WKH� PRVW� SDUW� UHGXFHG� WR� OLPLWLQJ� EHQHILWV�� WKHUHE\
H[DFHUEDWLQJ�LQVHFXULW\�DQG�GLPLQLVKLQJ�WKH�UROH�RI�LQFRPH�VXSSRUW�IRU�WKH�XQHPSOR\HG�DV
D�VDIHW\�QHW�

(PSOR\PHQW� SROLF\� REMHFWLYHV� RI� SURPRWLQJ� ODERXU� PRELOLW\�� PDUNHWDEOH� VNLOOV�� MRE
FUHDWLRQ�DQG�MRE�PDWFKLQJ�UHTXLUH�D�VSHFLILF�VHW�RI�SURJUDPPHV�DQG�PHDVXUHV��2QH�RI�WKH
PRVW�XUJHQW�RI�WKHP�LV�VWUHQJWKHQLQJ�MRE�SODFHPHQW�VHUYLFHV�RI�HPSOR\PHQW�FHQWUHV��L�H��LQ
GHSWK� FRXQVHOOLQJ�� MRE� ILQGLQJ� LQFHQWLYHV� DQG� MRE� VHDUFK� DVVLVWDQFH�� $PRQJ� RWKHUV� WKLV
UHTXLUHV�

�� LQFUHDVHG�UHVSRQVLELOLW\�E\�HPSOR\PHQW�FHQWUHV�LQ�LGHQWLI\LQJ�YDFDQFLHV�

�� SURYLVLRQ�RI�LQGHSHQGHQW�DFFHVV�E\�WKH�XQHPSOR\HG�WR�GDWDEDVHV�RI�YDFDQFLHV�FRPELQHG
ZLWK�FRXQVHOOLQJ�IRU�WKRVH�ZKR�H[SHULHQFH�VHYHUH�GLIILFXOWLHV�LQ�ILQGLQJ�MREV�

�� GLVVHPLQDWLRQ�RI�LQIRUPDWLRQ�RQ�MRE�YDFDQFLHV�LQ�PDVV�PHGLD�

�� SURPRWLRQ�RI�MRE�VKDULQJ�EHWZHHQ�HPSOR\HHV�

�� HQFRXUDJHPHQW�RI�SDUW�WLPH�ZRUNLQJ�

�� FUHDWLRQ�RI�VKRUW�WLPH�RU�VHDVRQDO�MREV��RUJDQL]DWLRQ�RI�SXEOLF�ZRUNV�

0HDVXUHV�WR�SURPRWH�HPSOR\PHQW�IRU�WKH�\RXWK�DUH�LQ�SDUWLFXODU�QHHG��7KHVH�PD\�LQFOXGH
VXFK� WRROV�DV� MRE� IDUH�RU� 
MRE�YRXFKHUV
��7KH� ODWWHU�SURYLGHV�HPSOR\HUV�ZLWK� LQFHQWLYHV� WR
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KLUH�\RXQJ�SHRSOH�IRU�QHZ�MREV�E\�ZD\�RI�GLUHFW�ZDJH�VXEVLG\�RU�WKURXJK�VRPH�FXWV�LQ�WKH
VRFLDO�FRQWULEXWLRQV�WKHLU�FRPSDQ\�LV�REOLJHG�WR�SD\�

7KH�H[SHULHQFH�RI�PDQ\�FRXQWULHV��KRZHYHU��LQGLFDWHV�WKDW�MRE�SODFHPHQW�VHUYLFHV�QHHG�WR
EH� FRPELQHG� ZLWK� DGGLWLRQDO� SURDFWLYH� SURJUDPPHV� IRU� WKH� XQHPSOR\HG�� VXFK� DV�� �L�
UHFXUUHQW� WUDLQLQJ� DQG� UHWUDLQLQJ� �LL�� SURPRWLQJ� VPDOO� EXVLQHVVHV� �LQFOXGLQJ� VHOI�
HPSOR\PHQW��� �LLL�� VXSSRUWLQJ� HPSOR\PHQW� SURPRWLRQ� FRPSDQLHV�� DQG� �LY�� FUHDWLQJ� QHZ
MREV�IRU�WKH�XQHPSOR\HG�

$PRQJ�WKHVH�GLYHUVH�SURJUDPPHV�DQG�SROLFLHV�� WUDLQLQJ�IRU� WKH�XQHPSOR\HG�KDV�SRVVLEO\
WKH�KLJKHVW�SULRULW\�VLQFH�WKLV�LV�DQ�LPSRUWDQW�ZD\�RI�LQYHVWLQJ�LQ�ODERXU�VNLOOV�DQG�PRELOLW\�
7KHUHIRUH��LI�SURSHUO\�GHVLJQHG��VXFK�SURJUDPPHV�PD\�KDYH�WKH�ELJJHVW�DQG�ORQJHVW�ODVWLQJ
HIIHFW�� 7KH� H[SHULHQFH� WKXV� IDU� KDV� QRW� EHHQ� YHU\� VXFFHVVIXO� IRU� YDULRXV� UHDVRQV�� PRVW
LPSRUWDQWO\� IRU� ODFN� RI� UHVRXUFHV�� SRRU� SURJUDPPH� GHVLJQ� GXH� WR� ODFN� RI� H[SHULHQFH
UHVXOWLQJ� LQ� PLVPDWFK� EHWZHHQ� WUDLQLQJ� RIIHUHG� DQG� ODERXU� PDUNHW� GHPDQG�� DQG
EXUHDXFUDWLF�KXUGOHV��$V�D�UHVXOW�MRE�SODFHPHQW�UDWHV�RI�WUDLQHHV�DUH�JHQHUDOO\�ORZ��7KLV�LV
SDUWLFXODUO\� WUXH� IRU� ODERXU� PDUNHW� WUDLQLQJ� RSHQ� WR� DOO� XQHPSOR\HG� DQG� QRW� WDUJHWHG� WR
VSHFLILF� ODERXU�PDUNHW� QHHGV��*LYHQ� SDUWLFXODUO\� EXGJHWDU\� FRQVWUDLQWV� UHFXUUHQW� WUDLQLQJ
DQG� UHWUDLQLQJ� SURJUDPPHV�ZRXOG� EH�PRUH� VXFFHVVIXO� LI� WKH\� DUH� ZHOO� WDUJHWHG�� ERWK� WR
LQGLYLGXDO� DQG� WR� ORFDO� ODERXU�PDUNHW� QHHGV�� DQG� VXSSRUWHG� E\� RFFXSDWLRQDO� FRXQVHOOLQJ
DQG�JXLGDQFH�VHUYLFHV��)XUWKHUPRUH��GHVLUDEOH�VRFLDO�HIIHFW�RI�VXFK�SURJUDPPHV�ZRXOG�EH
KLJKHU��HYHQ�WKRXJK�WKH�QXPEHU�RI�SHRSOH�SODFHG�LQ�MREV�PD\�QRW�EH�VR�KLJK��LI�WKH\�IRFXV
RQ� WKH�PRVW�GLVDGYDQWDJHG� JURXSV��7UDLQLQJ� VKRXOG�EH�RIIHUHG� LQ� WKH� ILUVW� SODFH� WR� WKRVH
XQHPSOR\HG�ZKR� IDFH� SDUWLFXODU� GLIILFXOWLHV� LQ� ILQGLQJ� MREV�� DQG� DPRQJ� WKHP²WR� WKRVH
ZLWK� ORQJ� VSHOOV� RI� XQHPSOR\PHQW�� 6XFK� SULRULWLHV� ZRXOG� PHHW� VSHFLILF� REMHFWLYHV� RI
UHGXFLQJ�LQHTXDOLW\�DQG�SRYHUW\�WKURXJK�SURPRWLQJ�VRFLDO�PRELOLW\�

(TXDOO\�LPSRUWDQW�DUH�MRE�FUHDWLQJ�DFWLYLWLHV��)RU�REYLRXV�HFRQRPLF�DQG�ILQDQFLDO�UHDVRQV
GLUHFWO\�VXEVLGL]HG�MREV�PD\�KDYH�RQO\�D�OLPLWHG�VFRSH�EXW�PD\�EH�SDUWLFXODUO\�HIIHFWLYH�IRU
VSHFLILFDOO\�YXOQHUDEOH�JURXSV�LQ�WKH�ODERXU�PDUNHW�VXFK�DV�\RXQJ�MRE�VHHNHUV�RU�GLVDEOHG
ZRUNHUV�� $PRQJ� MRE� FUHDWLRQ� SURJUDPPHV� JUHDWHU� DWWHQWLRQ� VKRXOG� EH� SDLG� WR� VHOI�
HPSOR\PHQW� VFKHPHV� DQG� WR� VRFLDOO\� XVHIXO� SXEOLF� ZRUNV�� 6XFK� SURJUDPPHV� VKRXOG� EH
GHVLJQHG� DQG� LPSOHPHQWHG� LQ� FORVH� FROODERUDWLRQ� ZLWK� ORFDO� JRYHUQPHQWV�� LQWHUHVWHG
HPSOR\HUV�DQG�LQLWLDWLYHV�E\�ORFDO�FRPPXQLWLHV��3XEOLF�ZRUNV�FDQ�EH�RUJDQL]HG�E\�VSHFLDO
HPSOR\PHQW�SURPRWLRQ�FRPSDQLHV� LQ�VLWXDWLRQV�RI�PDVV� OD\RIIV� IURP�FORVLQJ�HQWHUSULVHV�
3DUWLFLSDWLRQ� LQ� SXEOLF�ZRUNV� SURJUDPPHV� JLYHV� WKH� XQHPSOR\HG� D� VKRUW�WHUP� MRE� DQG� D
VPDOO� EXW� VWDEOH� LQFRPH�� $V� D� UHVXOW� LW� KHOSV� WR� DOOHYLDWH� SRYHUW\� DQG� WR� RYHUFRPH
GLIILFXOWLHV� RI� XQHPSOR\PHQW�� ,QQRYDWLYH� ZD\V� RXW� RI� XQHPSOR\PHQW� PD\� EH� IRXQG� LQ
FRPPXQLW\�EXLOGLQJ�SDUWQHUVKLSV�LPSOHPHQWLQJ�DUHD�GHYHORSPHQW�SURMHFWV��FR�RSHUDWLYHV�
FRPPXQLW\� EXVLQHVVHV�� KRPH� EDVHG� IDPLO\� HQWHUSULVHV�� 6XFK� LQLWLDWLYHV� DUH� DQ� LPSRUWDQW
LQFHQWLYH� WR� VRFLDO� PRELOLW\� KHOSLQJ� WKH� XQHPSOR\HG� WR� ILQG� WKHLU� ZD\� IURP� VRFLDO
GHSHQGHQF\�WR�HFRQRPLF�LQGHSHQGHQFH�

����� :DJHV

7KH� VWUXFWXUH� DQG� GHWHUPLQDQWV� RI� SRYHUW\� DV� FRQFOXGHG� E\�0F$XOH\� DQG� FRXQWU\� FDVH
VWXGLHV� UHYHDOV� WKDW� WKH�PDMRULW\� RI� WKH� SRRU� DUH�ZRUNLQJ� DQG� WKHLU� SRYHUW\� LV� FDXVHG� E\
LQDGHTXDWH� HDUQLQJV�� 7KHUHIRUH� SURPRWLQJ� HPSOR\PHQW� PD\� QRW� EH� VXIILFLHQW� WR� UHGXFH
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SRYHUW\�XQOHVV�ZDJH�OHYHOV�JXDUDQWHH�LQFRPHV�DERYH�WKH�SRYHUW\�OLQH��7KXV�ZDJH�SROLF\�LV
DQRWKHU�HVVHQWLDO�FRPSRQHQW�RI�D�VWUDWHJ\�GLUHFWHG�WRZDUGV�VRFLDO�LQWHJUDWLRQ��$W�WKH�VDPH
WLPH� FRUUHFWLRQ� RI� GLVWRUWLRQV� LQ� WKH�ZDJH� VWUXFWXUH� LV� D�PDMRU�ZD\� WR� UHGXFH� LQHTXDOLW\
VLQFH�WKH�ODWWHU�KDV�EHHQ�SULPDULO\�GULYHQ�E\�HDUQLQJV�GLVSDULW\��&RUQLD�������

,Q� WUDQVLWLRQDO� HFRQRPLHV� HPSOR\PHQW� FDQQRW� \HW� JXDUDQWHH� DGHTXDWH� UHPXQHUDWLRQ
FRYHULQJ� WKH� FRVW� RI� HVVHQWLDO� JRRGV� DQG� VHUYLFHV�� 7KHVH� HFRQRPLHV� DUH� IDFLQJ� D
IXQGDPHQWDO�VWUXFWXUDO�SUREOHP�RI� UHDO�ZDJH� UHDGMXVWPHQWV��8QGHU� VRFLDOLVP�ZDJHV�ZHUH
ORZ�EHFDXVH�VXFK�HVVHQWLDO�VRFLDO�VHUYLFHV�DQG�EHQHILWV�DV�KHDOWKFDUH��HGXFDWLRQ��FKLOGFDUH
DQG�KRXVLQJ�ZHUH�SURYLGHG� IUHH�RI�FKDUJH�RU� DW�YHU\� ORZ� FRVW��'XULQJ� WKH� WUDQVLWLRQ� UHDO
ZDJHV� KDYH� GUDVWLFDOO\� GHFOLQHG� DQG� ZLWK� WKH� H[FHSWLRQ� RI� &HQWUDO� (XURSH� KDYH� QRW
UHFRYHUHG� WKHLU�SUHUHIRUP�OHYHO��7R�HQVXUH� WKDW�HPSOR\PHQW�JXDUDQWHHV� DQ� LQFRPH�DERYH
SRYHUW\�� ODERXU� FRVWV� KDYH� WR� EH� DGMXVWHG� XSZDUGV� LI� PDQ\� SUHYLRXVO\� DYDLODEOH� VRFLDO
VHUYLFHV�DQG�KRXVLQJ�DUH�WR�EH�SXUFKDVHG�XQGHU�PDUNHW�FRQGLWLRQV�

$QRWKHU�VLJQLILFDQW�LVVXH�SHUWDLQLQJ�WR�ZDJHV�DQG�OLYLQJ�VWDQGDUGV�OLHV�LQ�FKDQJHV�LQ�ODERXU
IRUFH�SDUWLFLSDWLRQ��'HFOLQLQJ�HPSOR\PHQW�RI�ZRPHQ�VLJQLILHV�WUDQVLWLRQ�IURP�WZR�LQFRPH
IDPLOLHV�� W\SLFDO� RI� WKH� SUHUHIRUP� WLPHV�� WR� RQH�LQFRPH� IDPLOLHV�� ZLGHVSUHDG� LQ� PDQ\
GHYHORSHG�PDUNHW� HFRQRPLHV��7KXV� WKH�ZDJH� RI� D� VROH� EUHDGZLQQHU� LQ� WKH� IDPLO\� KDV� WR
LQFUHDVH�LQ�RUGHU�WR�DIIRUG�D�GHFHQW�OLYLQJ�VWDQGDUG�IRU�KLV�KHU�KRXVHKROG�

$SSURDFKHV� WR� UHJXODWLRQ� RI� WKH� ZDJH� VSUHDG� DQG� ZDJH� VHWWOHPHQWV� LQFOXGH� UHJXODWRU\
SROLFLHV� WR� VWLPXODWH� PDUNHW� FRPSHWLWLRQ�� HQVXUH� UHWXUQV� WR� KXPDQ� FDSLWDO� DQG� FRUUHFW
LQWHULQGXVWULDO�ZDJH�GLIIHUHQWLDOV�QRW�MXVWLILHG�E\�SURGXFWLYLW\��7KH�SLYRWDO�WDVN�LV�WR�DEROLVK
XQUHDVRQDEOH�GLIIHUHQWLDWLRQ�RI�ZDJHV�DQG�VDODULHV�DQG�LQ�WKH�ILUVW�SODFH�LWV�GHFOLQHG�OHYHO�LQ
WKH� EXGJHW� VHFWRU�� LQFOXGLQJ� WKRVH� HPSOR\HG� LQ� WKH� JRYHUQPHQW� DGPLQLVWUDWLRQ�� SXEOLF
KHDOWK�� HGXFDWLRQ�� VFLHQFH� DQG� FXOWXUH�� ,Q� WKH� FRXQWULHV� RI� WKH� &,6� DQG� 6((� VNLOOHG
VSHFLDOLVWV�HPSOR\HG�LQ�WKH�EXGJHWDU\�VHFWRU��DQG�DPRQJ� WKHP�WHDFKHUV�DQG�GRFWRUV��ZKR
QRUPDOO\�EHORQJ� WR� WKH�PLGGOH� FODVV�� WXUQHG� RXW� WR� EH� DPRQJ� WKH� ORZHVW� LQFRPH� JURXSV�
:DJH� LQFUHDVH� LQ� WKH� EXGJHW� VHFWRU� VHHPV� WR� EH� RQH� RI� WKH� XUJHQW� WDVNV� RQ� SRYHUW\
DOOHYLDWLRQ��,W�DOVR�PHHWV�WKH�REMHFWLYH�RI�FRQVROLGDWLQJ�WKH�PLGGOH�FODVV�

7KH�FRUUHFWLRQ�RI�ZDJH�GLVWRUWLRQV�VKRXOG�EH�LQLWLDWHG�E\�WKH�LQFUHDVH�RI�PLQLPXP�ZDJHV�
7KH�PLQLPXP�ZDJH�KDV�ORQJ�FHDVHG�WR�SOD\�D�UHDO�UHJXODWLQJ�UROH�LQ�WKH�ODERXU�PDUNHW��,W
DOVR�ORVW�D�IXQFWLRQ�RI�LQFRPH�VHFXULW\�JXDUDQWHHG�E\�WKH�VWDWH��,QVWHDG�LW�KDV�EHHQ�XVHG�DV�D
EHQFKPDUN� IRU� VFDOLQJ� YDULRXV� VRFLDO� EHQHILWV�� 7KH� OLQN� EHWZHHQ� WKH� VWDWXWRU\� PLQLPXP
ZDJH� DQG� VRFLDO� EHQHILWV� HIIHFWLYHO\� EORFNV� UHIRUP� RI� ERWK� WKH� ZDJH� V\VWHP� DQG� VRFLDO
WUDQVIHUV� VLQFH� DQ\� GHFLVLRQ� WR� LQFUHDVH� WKH�PLQLPXP�ZDJH� HQWDLOV� DGMXVWPHQW� RI� VRFLDO
EHQHILWV� DV� ZHOO�� DQG� WKH� ODWWHU� SURYHV� LPSRVVLEOH� GXH� WR� EXGJHW� FRQVWUDLQWV�� 'HOLQNLQJ
VRFLDO�EHQHILWV�IURP�WKH�PLQLPXP�ZDJH�ZRXOG�DOORZ�LQFUHDVLQJ�PLQLPXP�ZDJHV�JUDGXDOO\
WR�QDWLRQDO�VXEVLVWHQFH�PLQLPD�

:LWK�UHJDUG�WR�HPSOR\PHQW�DQG�ZDJH�SROLFLHV�WKHUH�LV�FRQVLGHUDEOH�VFRSH�IRU�D�JUHDWHU�UROH
SOD\HG� E\� 
ODERXU� LQVWLWXWLRQV
�� L�H�� XQLRQ� UHSUHVHQWDWLRQ� LQ� ZDJH� QHJRWLDWLRQV�� DQG
UHJXODWLRQ�RI�PLQLPXP�ZDJHV�DQG�SD\� OHYHOV� LQ� WKH�VRFLDO� DQG�PRQRSROLVWLF�UHQW� VHFWRUV�
7KLV�WUHQG�PD\�EH�VXVWDLQHG�LQ�WKRVH�FRXQWULHV�DLPLQJ�WR�EH�DVVRFLDWHG�ZLWK�WKH�(XURSHDQ
8QLRQ�ZKLFK�ZLOO�UHTXLUH�WKHP�WR�LQWURGXFH�SROLFLHV�VLPLODU�WR�WKRVH�IROORZHG�LQ�WKH�XQLRQ�
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6XFK�SURVSHFW� LV� OHVV� FHUWDLQ� IRU�RWKHU� WUDQVLWLRQDO� HFRQRPLHV�� ,I� ODERXU� LQVWLWXWLRQV� WKHUH
FRQWLQXH�WR�EH�HURGHG��LW�ZRXOG�SHUSHWXDWH�ORQJ�WHUP�RSHQ�XQHPSOR\PHQW�DQG�WKH�VSUHDG�RI
SDUW�WLPH�LQVHFXUH�MREV��JUHDWHU�HDUQLQJV�GLVSHUVLRQV��DQG�WKH�PDVVLYH�QXPEHUV�RI�ZRUNLQJ
SRRU�

����� 60(�VXSSRUW

7KH�VHFWRU�RI�VPDOO�EXVLQHVVHV�DQG�VHOI�HPSOR\PHQW�KDV�D�JUHDW�SRWHQWLDO� WR�FRQWULEXWH�WR
WKH�JURZWK�RI�HPSOR\PHQW��VRFLDO�PRELOLW\�DQG�WKXV�WR�UHGXFWLRQ�RI�LQHTXDOLW\�DQG�SRYHUW\�
6LPXOWDQHRXVO\�GHYHORSPHQW�RI�VPDOO��DQG�PHGLXP�VFDOH�HQWUHSUHQHXUVKLS�LV�D�PDMRU�ZD\
RI� JHQHUDWLQJ� DQG� FRQVROLGDWLQJ� WKH� PLGGOH� FODVV�� 0DVV� GHYHORSPHQW� RI� SULYDWH� VPDOO
EXVLQHVV� DQG� HQWUHSUHQHXUVKLS� SURYLGHV� SRZHUIXO� LQFHQWLYHV� IRU� HFRQRPLF� DQG� ODERXU
DFWLYLW\� RI� WKH� SRSXODWLRQ�� FLWL]HQV
� UHVSRQVLELOLW\� IRU� WKHLU� RZQ� ZHOIDUH�� L�H�� LQFUHDVLQJ
VRFLRHFRQRPLF�LQGHSHQGHQFH�DQG�UHGXFLQJ�GHSHQGHQFH�RQ�VWDWH�VRFLDO�VXSSRUW��7KH�60(
VHFWRU�FDQ�VWUHQJWKHQ�WKH�VRFLDO� LQVXUDQFH�V\VWHP�DQG�VRFLDO�SURWHFWLRQ� WKURXJK�SD\PHQWV
RI� LQVXUDQFH� FRQWULEXWLRQV� DQG� WD[HV� LQWR� WKH� EXGJHW� DQG� SXEOLF� LQVXUDQFH� IXQGV�� ,W� ZLOO
IDFLOLWDWH� WKH� LQWHJUDWLRQ� RI� LQIRUPDO� VHFWRU� DFWLYLWLHV� LQWR� WKH� IRUPDO� HFRQRP\�� ZKLFK
PHDQV�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�WD[�DQG�FRQWULEXWLRQ�SD\HUV��$OO�WKLV�ZRXOG�EULQJ�ODUJH
SRVLWLYH�HIIHFWV�FRQGXFLYH�WR�VRFLDO�LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ��

7KH� HQYLURQPHQW� IDYRXUDEOH� WR� 60(� GHYHORSPHQW� RQ� WKH� ZKROH� GHSHQGV� RQ� RYHUDOO
PDFURHFRQRPLF� VLWXDWLRQ�� LQYHVWPHQW� FOLPDWH�� PDUNHW�IULHQGO\� OHJLVODWLRQ� DQG� ODZ
HQIRUFHPHQW��81'3�������������$SDUW�IURP�WKHVH�VWUDWHJLF�SULRULWLHV�D�VHW�RI�PLFUR�OHYHO
VXSSRUW�PHDVXUHV� IRU� 60(� LV� KLJKO\� QHHGHG�� LQ� WKH� ILUVW� SODFH� LQ� WKH� DUHD� RI� WUDLQLQJ� LQ
EXVLQHVV� PDQDJHPHQW� DQG� SURYLVLRQ� RI� FUHGLW� OLQHV�� 7KHVH� SROLF\� SULRULWLHV� FDQ� EH
VXPPDUL]HG�DV�IROORZV�

�� ,W�LV�QHFHVVDU\�WR�GHYHORS�VHUYLFHV�SURYLGLQJ�FRQVXOWDWLRQ��LQIRUPDWLRQ�DQG�WUDLQLQJ�IRU
DOO� NLQGV� RI� EXVLQHVVHV� �LQFOXGLQJ� KHOS� LQ� GHYHORSLQJ� EXVLQHVV� SODQV� DPRQJ� RWKHUV��
7UDLQLQJ�LQ�EXVLQHVV�LQ�HGXFDWLRQDO�LQVWLWXWLRQV��LQ�YDULRXV�VSHFLILF�FRXUVHV�VKRXOG�PHHW
WKH�QHZ�PDUNHW�HFRQRP\�UHTXLUHPHQWV��GHYHORS�HQWUHSUHQHXULDO�FXOWXUH�DQG�KLJK�TXDOLW\
VWDQGDUGV�RI�SURGXFWV�DQG�VHUYLFHV�

�� /HJLVODWLRQ�VWLPXODWLQJ�HQWUHSUHQHXULDO� DFWLYLW\� LV�H[WUHPHO\� LPSRUWDQW��&OHDU�� DFFXUDWH
DQG� VLPSOLILHG� UHJLVWUDWLRQ� DQG� OLFHQVLQJ�SURFHGXUHV� DUH� UHTXLUHG� LQ�RUGHU� WR� VSHHG� XS
WKH� GHYHORSPHQW� RI� WKH� 60(� VHFWRU�� LQFOXGLQJ� VWDEOH� UHJXODWLRQ� RI� RZQHUVKLS� ULJKWV�
VLPSOLILHG�WD[DWLRQ�UXOHV�DQG�HIIHFWLYH�FRQWUDFW�HQIRUFHPHQW�

�� 6PDOO�EXVLQHVVHV�FDQQRW�VWDUW�RII�DQG�VXUYLYH�ZLWKRXW�DFFHVV�WR�FUHGLW�UHVRXUFHV��$SDUW
IURP�GHYHORSLQJ�WKH�ILQDQFLDO�VHFWRU�DW�ODUJH�VSHFLDO�FUHGLW�SURJUDPPHV�WDUJHWHG�WR�60(
DUH�QHFHVVDU\��)RU�PLUFREXVLQHVVHV�DQG�VHOI�HPSOR\HG� LQGLYLGXDOV�VSHFLDO�PLFUR�FUHGLW
VFKHPHV�SURYH�PRVW�HIIHFWLYH��7KH�SXUSRVH�RI�VXFK�SURJUDPPHV�LV�WR�SURYLGH�FUHGLW�DQG
ILQDQFLDO�VHUYLFHV�WR�60(V��ZKLFK�KDYH�QR�DFFHVV�WR�FRPPHUFLDO�FUHGLW�GXH�WR�LQDELOLW\

���������������������������������������������
��$Q� H[WHQVLYH� DQDO\VLV� RI� SROLFLHV� SURPRWLQJ� WKH� 60(� VHFWRU� GHYHORSPHQW� LQ� WUDQVLWLRQDO� HFRQRPLHV�ZDV
GRQH� ZLWKLQ� WKH� 818�:,'(5� SURMHFW� RQ� 7UDQVLWLRQ� IURP� %HORZ�� WKH� 5ROH� RI� WKH� 1HZ� 3ULYDWH� 6HFWRU�
GLUHFWHG�E\�5REHUW�-��0F,QW\UH��0F,QW\UH�������
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WR� PHHW� PDQ\� EDQNLQJ� UHTXLUHPHQWV�� VXFK� DV� GHSRVLWV�� DQG� ZHOO� GHYHORSHG� EXVLQHVV
SODQV�

�� 6HWWLQJ� XS� EXVLQHVV� LQFXEDWRUV� ZLOO� KHOS� QHZO\� FUHDWHG� EXVLQHVVHV� ZLWK� DFFHVV� WR
SUHPLVHV� DQG� SXEOLF� XWLOLWLHV� �KHDWLQJ�� HOHFWULFLW\�� FRPPXQLFDWLRQV��� DGPLQLVWUDWLYH
DVVLVWDQFH��FRQVXOWLQJ�VXSSRUW�DQG�EXVLQHVV�H[SHUWLVH��LQFOXGLQJ�DVVLVWDQFH�LQ�VHWWLQJ�XS
EXVLQHVVHV��ZKLFK�DUH�PRVW�YXOQHUDEOH�DW�WKH�YHU\�LQLWLDO�VWDJH��

����� $JULFXOWXUDO�SROLFLHV�DQG�VXSSRUW�IRU�UXUDO�SRSXODWLRQ

&RXQWU\�FDVH�VWXGLHV�UHYHDOHG�WKDW�UXUDO�UHVLGHQWV�KDYH�EHHQ�GLVSURSRUWLRQDWHO\�DIIHFWHG�E\
KDUGVKLSV� RI� WKH� WUDQVLWLRQ�� 7KH\� UHSUHVHQW� D� FRQVLGHUDEOH� JURXS� �LQ� 6((�� &DXFDVXV� DQG
&HQWUDO� $VLD²WKH� ODUJHVW� JURXS�� DPRQJ� WKH� SRRU�� 7KHUHIRUH� SROLFLHV� RULHQWHG� WR� VRFLDO
LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ�PXVW�KDYH�D�FULWLFDO�REMHFWLYH�HOLPLQDWLRQ�RI�UXUDO�SRYHUW\
DQG� VXSSRUW� RI� UXUDO� OLYHOLKRRGV��$JULFXOWXUDO� UHIRUPV�KDYH�QRW�EHHQ� VXFFHVVIXO� VR� IDU� LQ
FUHDWLQJ�D�SULYDWH�VHFWRU�OHG� IDUPLQJ�V\VWHP��:KLOH� ODUJH� VWDWH� DQG�FROOHFWLYH� IDUPV�KDYH
EHHQ�HLWKHU�GLVPDQWOHG�RU�YLUWXDOO\� FROODSVHG� LQGLYLGXDO� IDUPHUV�SURYHG� IRU� WKH�PRVW�SDUW
XQYLDEOH� ZLWKRXW� HIIHFWLYH� VXSSRUW� E\� WKH� VWDWH� XQGHU� GLUH� HFRQRPLF� FRQGLWLRQV�
6XEVLVWHQFH�IDUPLQJ�DV�D�PRVW�FRPPRQ�DQG�RQO\�DYDLODEOH�RSWLRQ�IRU�ODUJH�VHFWLRQV�RI�UXUDO
SRSXODWLRQV�GRHV�QRW�RIIHU�D�ZD\�RXW�RI�SRYHUW\� DQG� FDQQRW� JHQHUDWH� D� VWHDG\� JURZWK�RI
UXUDO� HFRQRPLHV�� 5HYLWDOL]DWLRQ� RI� UXUDO� FRPPXQLWLHV� DV� DQ� HVVHQWLDO� FRQGLWLRQ� RI� VRFLDO
LQWHJUDWLRQ�DW� ODUJH� UHTXLUHV� FRQVLVWHQW� JRYHUQPHQW�SROLFLHV� LQ� VXSSRUW� RI� WKH� DJULFXOWXUDO
VHFWRU��IDUPHUV�DQG�UXUDO�HFRQRP\�DV�D�ZKROH�

7KH� IROORZLQJ�PDMRU� SROLF\� GLUHFWLRQV� DLPHG� DW� SRYHUW\� DOOHYLDWLRQ� LQ� UXUDO� DUHDV� FDQ� EH
KLJKOLJKWHG�
�

�� /DQG�UHIRUPV�VKRXOG�EH�FRPSOHWHG�DQG�SURSHUW\�ULJKWV�PDGH�FOHDU��LQFOXGLQJ�UHJXODWLRQV
IRU� SXUFKDVHV� DQG� VDOH� RI� ODQG�� ,Q� DUHDV� ZKHUH� KROGLQJV� DUH� VPDOO� DQG� IUDJPHQWHG
JRYHUQPHQW�LQWHUYHQWLRQ�LV�UHTXLUHG�WR�EULQJ�DERXW�ODQG�FRQVROLGDWLRQ��H�J��PHDVXUHV�WR
HQFRXUDJH�OHDVH�RI�SHDVDQWV
�VPDOO�SORWV�WR�VWURQJHU�IDUPHUV�FDSDEOH�RI�RUJDQL]LQJ�ODUJHU
VFDOH�DQG�PRUH�HIILFLHQW�SURGXFWLRQ��

�� 1RQ�DJULFXOWXUDO� HPSOR\PHQW� VKRXOG� EH� SURPRWHG� LQ� UXUDO� DUHDV� LQ� IRRG� SURFHVVLQJ
LQGXVWU\��LQIUDVWUXFWXUH��DQG�VHUYLFHV�IRU�IDUPHUV�DQG�UXUDO�UHVLGHQWV�

�� 6WDWH�DVVLVWDQFH�WR�IDUPHUV�LV�QHHGHG�LQ�DFFHVV�WR�PDFKLQHU\�DQG�HTXLSPHQW��DGYDQFHG
WHFKQRORJLHV��FRQVXOWLQJ�VHUYLFHV�

�� $JULFXOWXUDO�PDUNHWLQJ�V\VWHP�QHHGV�WR�EH�UHVWRUHG�DQG�UHVWUXFWXUHG�WR�PHHW� WKH�QHHGV
RI�LQGLYLGXDO�IDUPHUV��LQFOXGLQJ�ZKROHVDOH�PDUNHWV�DQG�VWDWH�PDUNHWLQJ�FKDQQHOV�

�� 0RUH�IDYRXUDEOH�FRQGLWLRQV�IRU�DJULFXOWXUDO�SURGXFHUV�VKRXOG�EH�FUHDWHG�YLD�LPSURYLQJ
WKH�WD[DWLRQ�V\VWHP�

�� &UHGLW� QHHGV� RI� IDUPHUV� VKRXOG� EH� PHW� E\� GHYHORSPHQW� RI� FUHGLW� XQLRQV� DQG
PLFURILQDQFH�VFKHPHV�IRU�IDUPHUV��LQFOXGLQJ�VSHFLDO�LQVXUDQFH�DUUDQJHPHQWV�
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��� 3URPRWLQJ�KXPDQ�FDSLWDO�DQG�DFFHVV�WR�VRFLDO�DVVHWV

&UHDWLRQ�RI� HTXDO�RSSRUWXQLWLHV� UHTXLUHV� LQYHVWPHQWV� LQ� KXPDQ� FDSLWDO�� HVSHFLDOO\� IRU� WKH
SRRU�� 7KH� KLJKHVW� SULRULW\� LV� JXDUDQWHHG� DFFHVV� WR� HVVHQWLDO� DVVHWV� DQG� VHUYLFHV� VXFK� DV
KRXVLQJ�� HGXFDWLRQ� DQG� WUDLQLQJ��PHGLFDO� FDUH�� DQG� WR� EDVLF� FXOWXUDO� JRRGV� DQG� VHUYLFHV�
7KH�GHYHORSPHQW� RI� DQ� HGXFDWLRQDO� V\VWHP�� LQ� SDUWLFXODU�� KDV� D� FUXFLDO� UROH� LQ� SURYLGLQJ
HTXDO�RSSRUWXQLWLHV�DV�D�NH\�URDG�WR�VRFLDO�LQWHJUDWLRQ�

7KH�KHDOWK�RI�WKH�FLWL]HQV�LV�DQ�LPSRUWDQW�DVVHW�DQG�EDVLV�RI�ZHOIDUH��DQG�DQ�RYHUDOO�DFFHVV
WR�KHDOWK�FDUH�VHUYLFHV�IRUPV�D�QHFHVVDU\�FRQGLWLRQ�IRU�SRYHUW\�DOOHYLDWLRQ��$�PDMRU�WDVN�RI
WKH�VWDWH�LV�WR�JXDUDQWHH�DFFHVV�DQG�D�EDVLF�UDQJH�RI�IUHH�KHDOWK�FDUH�DQG�PHGLFDO�VHUYLFHV�LQ
SXEOLF� KHDOWK� LQVWLWXWLRQV� WKURXJK� EXGJHWDU\� IXQGLQJ�� &RPSXOVRU\� PHGLFDO� LQVXUDQFH
V\VWHPV� LQWURGXFHG� LQ� PDQ\� FRXQWULHV� PD\� VHUYH� DV� D� EDVH� WR� ZLGHQ� WKH� UDQJH� RI� IUHH
PHGLFDO�VHUYLFHV²IRU�ORZ�LQFRPH�FLWL]HQV��LQ�SDUWLFXODU��+LJK�SULRULW\�KDV�WR�EH�GHGLFDWHG
WR�WKH�GHYHORSPHQW�RI�PDVV�SUHYHQWLYH�KHDOWKFDUH�� LPPXQL]DWLRQ�FDPSDLJQV��VDQLWDU\�DQG
DQWL�HSLGHPLRORJLFDO�SURJUDPPHV�HPEUDFLQJ�DOO�ORZ�LQFRPH�FLWL]HQV�DQG�IXQGHG�E\�SXEOLF
EXGJHWV�� 0DWHUQLW\� DQG� FKLOGFDUH� SURJUDPPHV� WRR� KDYH� D� KLJK� SULRULW\� IRU� SRYHUW\
DOOHYLDWLRQ�

+RXVLQJ�XVHG�WR�EH�D�NH\�VRFLDO�DVVHW�DYDLODEOH�WR�FLWL]HQV�XQGHU�VWDWH�VRFLDOLVP��5HIRUPV
LQ� WKLV� VHFWRU� FXUUHQWO\� XQGHU� ZD\� KDYH� EHHQ� OLPLWHG� WR� SULYDWL]DWLRQ� RI� KRXVLQJ� E\
UHVLGHQWV�DQG�JUDGXDO�HOLPLQDWLRQ�RI�UHQW�DQG�XWLOLW\�VXEVLGLHV��7KH�RXWFRPH�KDV�EHHQ�WKDW
KRXVLQJ� KDV� YLUWXDOO\� FHDVHG� WR� EH� D� SDUW� RI� VWDWH� SURYLGHG� ZHOIDUH�� 3ULYDWL]DWLRQ� DQG
PDUNHWL]DWLRQ� LQ� WKLV� VHFWRU� KDV� FRQWULEXWHG� WR� KLJK� LQFRPH� DQG� DVVHW� LQHTXDOLW\�� $W� WKH
VDPH� WLPH� KRXVLQJ� PDUNHWV� UHPDLQ� XQGHUGHYHORSHG�� )RU� WKH� PDMRULW\� RI� WKH� SRSXODWLRQ
DFFHVV�WR�UHQWDO�DFFRPPRGDWLRQ�LV�OLPLWHG�GXH�WR�ORZ�LQFRPH�LQDGHTXDWH�WR�SD\�D�PDUNHW
UHQW�� ZKLOH� D� V\VWHP� RI� PRUWJDJH� ORDQV�� ZKLFK� ZRXOG� DOORZ� SXUFKDVH� RI� D� KRXVH� RU� DQ
DSDUWPHQW� IRU� PHGLXP�LQFRPH� KRXVHKROGV�� LV� SUDFWLFDOO\� QRQ�H[LVWHQW�� 6XFK� KRXVLQJ
VLWXDWLRQV� JUHDWO\� LPSHGH� JHRJUDSKLFDO� PRELOLW\� RI� ODERXU�� WKHUHE\� H[DFHUEDWLQJ
XQHPSOR\PHQW�� +RXVLQJ� SROLF\� PHHWLQJ� WKH� QHZ� FRQGLWLRQV� RI� WKH� PDUNHW� HFRQRP\� LV
WKHUHIRUH�DQ�HVVHQWLDO�SDUW�RI�D�GHYHORSPHQW�VWUDWHJ\�DLPHG�DW�SRYHUW\�DOOHYLDWLRQ�DQG�VRFLDO
PRELOLW\�� 6XFK� SROLF\� SUHVXPHV� SURYLVLRQ� RI� DIIRUGDEOH� VRFLDO� KRXVLQJ� IRU� WKH� SRRU� DQG
PHDVXUHV� IRU� WKH� GHYHORSPHQW� RI� KRXVLQJ� PDUNHW�� LQFOXGLQJ� ZLGHO\� DYDLODEOH� PRUWJDJH
ORDQV�

����� (GXFDWLRQ

(GXFDWLRQ�KDV�SUREDEO\�WKH�JUHDWHVW�UROH�WR�SOD\�LQ�IRUPLQJ�VRFLDO�VWUXFWXUHV�DV�LW�SURYLGHV�D
PDMRU�LQYHVWPHQW�LQ�KXPDQ�FDSLWDO��6WXGLHV�KDYH�VKRZQ�WKDW�ERWK�LQFRPH�OHYHOV�DQG�VRFLDO
VWDWXV�DW�ODUJH�VWURQJO\�FRUUHODWH�ZLWK�WKH�OHYHO�RI�HGXFDWLRQ��3HRSOH�ZLWK�KLJKHU�HGXFDWLRQ
DQG�SDUWLFXODUO\�ZLWK�PDUNHWDEOH�VNLOOV�KDYH�GRQH�WKHLU�EHVW�LQ�WKH�FRXUVH�RI�WKH�WUDQVLWLRQ
DQG�IRUPHG�WKH�UDQNV�RI�ZLQQHUV�RI�WKH�UHIRUPV��2Q�WKH�RWKHU�KDQG�ZRUNHUV�ZLWK�ORZ�OHYHOV
RI�VNLOO�KDSSHQ�WR�EH�WKH�PRVW�GLVDGYDQWDJHG�DQG�WKXV�DUH�IRXQG�ODUJHO\�DPRQJ�WKH�ORVHUV�
(GXFDWLRQ� DQG� VNLOOV� DSSHDUV� WR� EH� NH\� GHWHUPLQDQWV� RI� LQGLYLGXDO� VXFFHVV� LQ� WKH� QHZ
PDUNHW�HFRQRP\��7KH\�DUH�WKHUHIRUH�WKH�SULPH�HQJLQHV�RI�VRFLDO�PRELOLW\�

(QVXULQJ�DFFHVV�WR�HGXFDWLRQ�DQG�VLPXOWDQHRXVO\�UHIRUPLQJ�HGXFDWLRQ�LQ�RUGHU�WR�PHHW�WKH
QHHGV� RI� WKH� PDUNHW� HFRQRP\� ILJXUH� DV� VWUDWHJLF� PHDVXUHV� VHUYLQJ� WKH� JRDO� RI� SRYHUW\
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HUDGLFDWLRQ�DQG�VRFLDO�LQWHJUDWLRQ�LQ�WKH�ORQJHU�UXQ��(GXFDWLRQ�DQG�WUDLQLQJ�RIIHU�D�ZD\�RXW
RI�SRYHUW\�DQG�JXDUDQWHH�WKDW�WKH�FKLOGUHQ�RI�WRGD\
V�SRRU�DYRLG�SRYHUW\��$W�WKH�VDPH�WLPH
HGXFDWLRQ�LV�DQ�HVVHQWLDO�IDFWRU�RI�FRQVROLGDWLQJ�WKH�PLGGOH�FODVV�DV�D�FODVV�RI�SURIHVVLRQDOV
DQG�HQWUHSUHQHXUV�

:LWK�UHJDUG�WR�WKH�DERYH�REMHFWLYHV�WKH�IROORZLQJ�NH\�SUREOHPV�DUH�WR�EH�DGGUHVVHG�LQ�WKH
HGXFDWLRQDO�VHFWRU�

��� 7KH�JHQHUDO�HURVLRQ�RI� WKH�HGXFDWLRQDO� V\VWHP�GXH� WR� WKH� ODFN�RI�EXGJHWDU\� IXQGV
KDV�OHG�WR�D�GHFOLQH�LQ�HGXFDWLRQ�DQG�FRYHUDJH�ZLWK�D�UHDO�SRVVLELOLW\�RI�LOOLWHUDF\�WR
UH�HPHUJH�� 7KLV� WKUHDW� LV� SDUWLFXODUO\� DFXWH� LQ� &HQWUDO� $VLD� DQG� WKH� &DXFDVXV�
7KHUHIRUH�PRUH�UHVRXUFHV�QHHG�WR�EH�PRELOL]HG�WR�PHHW�HGXFDWLRQDO�QHHGV�WKURXJK
UHGLVWULEXWLRQ�RI�EXGJHWDU\�IXQGV�DQG�E\�SURPRWLQJ�WKH�SULYDWH�VHFWRU�LQ�HGXFDWLRQ�

'LIILFXOWLHV�LQ�DFTXLULQJ�FORWKHV��VKRHV��WH[WERRNV�DQG�IRRG�DUH�UHDVRQV�IRU�GURSRXWV
DQG�GHFOLQLQJ�VFKRRO�DWWHQGDQFH�E\�FKLOGUHQ�IURP�SRRU�IDPLOLHV��0RUH�FKLOGUHQ�DUH
FRPSHOOHG� WR�TXLW� VFKRRO�GXH� WR� WKH�ZLGHVSUHDG�XVH�RI� FKLOG� ODERXU�� GLVUXSWLRQ�RI
IDPLO\�WLHV��DV�ZHOO�DV�LQFUHDVLQJ�VRFLDO�DQG�HFRQRPLF�GLIILFXOWLHV�RI�PDQ\�IDPLOLHV�

,Q� RUGHU� WR� SUHYHQW� GURSSLQJ� RXW� WKH� UROH� RI� WKH� VFKRRO� DV� D� VRFLDO� SURWHFWLRQ
LQVWLWXWLRQ�KDV�WR�EH�VWUHQJWKHQHG��7KXV��DFFHVV�WR�SULPDU\�DQG�VHFRQGDU\�HGXFDWLRQ
IRU�SRRU�FKLOGUHQ�PXVW�EH�HQVXUHG�E\�PHDQV�RI� WDUJHWHG�VRFLDO�VXSSRUW�DGGUHVVLQJ
WKH� FDXVHV� RI� VFKRRO� GURSRXWV� DQG� FUHDWLQJ� LQFHQWLYHV� IRU� JRLQJ� WR� VFKRRO�
)XUWKHUPRUH�� VFKRRO� PHDOV� VKRXOG� EH� SURYLGHG� DQG� IUHH� XQLIRUPV� DQG� WH[WERRNV
GLVWULEXWHG�� LQ�RUGHU� WR�SUHYHQW�QRQ�DWWHQGDQFH�RI�SRRU�FKLOGUHQ��6FKRROV��ZRUNLQJ
LQ�GDLO\�FRQWDFW�ZLWK�FKLOGUHQ��KDYH�WKH�PRVW�SUHFLVH�DQG�H[WHQVLYH�LQIRUPDWLRQ�RQ
IDPLOLHV��ZKLFK�QHHG�KHOS��7KXV��WKH\�DUH�LQ�WKH�EHVW�SRVLWLRQ�WR�LGHQWLI\�FKLOGUHQ
V
UHDO�QHHGV�

��� (PHUJLQJ�LQHTXDOLWLHV�LQ�KLJKHU�HGXFDWLRQ�GHQ\�DFFHVV�WR�WUDLQLQJ�DQG�VNLOOV�IRU�WKH
SRRU�DQG�GLVDGYDQWDJHG�JURXSV��7KXV�DSSURSULDWH�SROLFLHV�DUH�QHHGHG�WR�JXDUDQWHH
VXFK�DFFHVV�WR�WKH�SRRU��UXUDO�UHVLGHQWV��FKLOGUHQ�RI�ODUJH�IDPLOLHV� WKURXJK�VSHFLILF
WDUJHWHG�PHDVXUHV�� 6XFK� DFFHVV� RSSRUWXQLWLHV� EDVHG� RQ�PHULW� VKRXOG� EH� SURYLGHG
ZLWKLQ�WKH�SXEOLFO\�IXQGHG�HGXFDWLRQDO�V\VWHP�

<RXQJ�SHRSOH��ZKR�FRPSOHWHG�QLQH� \HDUV� LQ� D� VHFRQGDU\� VFKRRO� VKRXOG� UHFHLYH� D
VWDWH�JXDUDQWHH�RI�SULPDU\�YRFDWLRQDO�RU�WHFKQLFDO�WUDLQLQJ��<RXQJ�MRE�VHHNHUV�ZLWK
LQFRPSOHWH�VHFRQGDU\�HGXFDWLRQ�DQG�QR�YRFDWLRQDO�WUDLQLQJ�KDYH�OLWWOH�RSSRUWXQLWLHV
LQ� WKH� ODERXU� PDUNHW� DQG� WKXV� UXQ� D� KLJK� ULVN� RI� XQHPSOR\PHQW� DQG� SRYHUW\�
7KHUHIRUH�� WKH� VWDWH� KDV� WR� JXDUDQWHH� HTXDO� VWDUW� XS� FRQGLWLRQV� IRU� \RXQJ� SHRSOH
HQWHULQJ�DQ�RFFXSDWLRQDO�FDUHHU�

��� 5HIRUPV�LQ�VFKRRO�FXUULFXOD�DUH�QHHGHG�WR�PHHW�WKH�UHTXLUHPHQWV�RI�KXPDQ�FDSLWDO
GHYHORSPHQW� DQG� GHPDQG� IRU� VNLOOV� LQ� WKH� PDUNHW�� 6HULRXV� DGMXVWPHQWV� DUH
QHFHVVDU\�ILUVW�RI�DOO�LQ�WKH�WRR�QDUURZO\�VSHFLDOL]HG�YRFDWLRQDO�WUDLQLQJ��9RFDWLRQDO
VFKRROV�VKRXOG�LQWURGXFH�PRUH�GHPDQG�GULYHQ�DQG�VKRUWHU�F\FOH�FRXUVHV�
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��� :KLOH�HQVXULQJ�PHULW�EDVHG�DFFHVV�WR�SXEOLFO\�SURYLGHG�KLJKHU�HGXFDWLRQ�WKHUH�LV�D
QHHG�WR�RIIHU�PRUH�RSWLRQV�WR�WKH�EHWWHU�RII�SDUW�RI� WKH�SRSXODWLRQ�IRU�KLJK�TXDOLW\
HGXFDWLRQ�� 7KLV� FDQ� EH� DFKLHYHG� E\� DWWUDFWLQJ� SULYDWH� IXQGV� WR� H[SDQGLQJ� SULYDWH
VHFWRU� HGXFDWLRQDO� VHUYLFHV�� ZKLFK� FDWHU� WR� WKH� QHHGV� RI� WKH� ZHDOWKLHU� PLGGOH
FODVVHV�

��� 6SHFLDO�FDUH�DQG�QHFHVVDU\� ILQDQFLDO�VXSSRUW�PXVW�EH�SURYLGHG�WR�RUSKDQ�FKLOGUHQ�
7KLV� WDVN� UHTXLUHV� LPSOHPHQWDWLRQ� RI� VSHFLDO� SURJUDPPHV� IRU� GHYHORSPHQW� RI
RUSKDQDJHV� DQG� ERDUGLQJ� VFKRROV� IRU� RUSKDQV�� DV� ZHOO� DV� IRU� VRFLDO� LQWHJUDWLRQ�
YRFDWLRQDO�WUDLQLQJ�DQG�HPSOR\PHQW�RI�WKHVH�VFKRRO�JUDGXDWHV�

��� ,W� LV� DOVR� QHFHVVDU\� WR� HQVXUH� DFFHVV� WR� SUHVFKRRO� HGXFDWLRQ� IRU� FKLOGUHQ� RI� ORZ�
LQFRPH�IDPLOLHV�WKURXJK�DGHTXDWH�ILQDQFLDO�VWDWH�VXSSRUW��+HUH�WRR�SULYDWH�VHUYLFHV
VKRXOG� EH� H[SDQGHG� LQ� RUGHU� WR� DXJPHQW� VFDUFH� SXEOLF� UHVRXUFHV� DQG� RIIHU�PRUH
RSWLRQV� IRU� SUH�SULPDU\� VFKRRO� FRYHUDJH�� ZKLFK� LV� DQ� LPSRUWDQW� FRPSRQHQW� RI
VWUDWHJLF�LQYHVWPHQWV�LQ�KXPDQ�FDSLWDO�RI�WKH�IXWXUH�JHQHUDWLRQ�

��� 7KH�VRFLDO�VDIHW\�QHW

:KLOH�SROLF\�SULRULWLHV�IRU�VRFLDO�LQWHJUDWLRQ�DQG�VRFLDO�FRKHVLRQ�IRFXV�LQ�WKH�ILUVW�SODFH�RQ
SURDFWLYH�PHDVXUHV� SURPRWLQJ� VRFLDO�PRELOLW\� DQG� SHUVRQDO� UHVSRQVLELOLW\� RI� FLWL]HQV� IRU
WKHLU� ZHOO�EHLQJ�� WKH\� VKRXOG� EH� FRPELQHG� ZLWK� VRFLDO� DVVLVWDQFH� WDUJHWHG� WR� YXOQHUDEOH
JURXSV��7KH�ZHOIDUH�RI�ODUJH�VHFWLRQV�RI�WKH�SRSXODWLRQ�GHSHQGLQJ�RQ�VRFLDO�WUDQVIHUV��LQ�WKH
ILUVW� SODFH�� SHQVLRQHUV�� WKH� GLVDEOHG�� IDPLOLHV� ZLWK� PDQ\� FKLOGUHQ�� KDV� EHHQ� DIIHFWHG� E\
HURVLRQ� RI� UHDO� YDOXH� RI� PRVW� VRFLDO� EHQHILWV�� :KLOH� LQ� &HQWUDO� (XURSH� PRUH� YLJRURXV
DWWHPSWV� WR� LQFUHDVH� RU� LQGH[� VRPH�EHQHILWV� KHOSHG� WR�PDLQWDLQ� OLYLQJ� VWDQGDUGV� RI� WKHVH
JURXSV�RI� WKH�SRSXODWLRQ�� LQ� WKH�&,6�FRXQWULHV�PRVW�EHQHILWV�ZHUH� DOORZHG� WR�GHYDOXDWH� WR
H[WUHPHO\�ORZ�OHYHOV��1HOVRQ��������,Q�5XVVLD�WKH�DYHUDJH�SHQVLRQ�EDUHO\�NHSW�XS�ZLWK�WKH
RIILFLDO�SRYHUW\�OLQH��XQHPSOR\PHQW�EHQHILWV�DYHUDJHG�DERXW����SHU�FHQW�RI�WKH�DYHUDJH�ZDJH
DQG�IDPLO\�DOORZDQFHV�HTXDOHG�WR�RQO\����SHU�FHQW�RI�WKH�VXEVLVWHQFH�PLQLPXP�IRU�D�FKLOG�
2EYLRXVO\��SHRSOH�GHSHQGLQJ�RQ�WKRVH�EHQHILWV�FDQQRW�HVFDSH�SRYHUW\�ZLWKRXW�RWKHU�IRUPV�RI
VXSSRUW�

7KH�SUHVHQW�V\VWHP�RI�VRFLDO�VHUYLFHV�DQG�EHQHILWV��HYHQ�LQ�WKH�FRXQWULHV�ZKHUH�LW�LV�IDU�IURP
JHQHURXV� �OLNH� LQ� 5XVVLD��� LV� XQVXVWDLQDEOH� DQG� QHHGV� WR� EH� UHIRUPHG� LQ� RUGHU� WR� IDFH� WKH
FKDOOHQJHV�RI�WUDQVLWLRQ�WR�WKH�PDUNHW��6LQFH�SHQVLRQ�V\VWHPV�HYHU\ZKHUH�RFFXS\�WKH�ODUJHVW
VKDUH�RI�VRFLDO� WUDQVIHUV� WKH�QHHG� IRU� UHIRUPV� LV� WKH�PRVW�XUJHQW�ZLWK�SHQVLRQ�V\VWHPV��%XW
SHQVLRQV�JHQHUDOO\�GR�QRW�PHDQ�WR�EH�WDUJHWHG�WR�WKH�SRRU�DQG�WR�EH�UHGLVWULEXWLYH��7KXV�RWKHU
W\SHV�RI�VRFLDO�EHQHILWV�DUH�QHHGHG�VSHFLILFDOO\�IRU�SXUSRVHV�RI�SRYHUW\�DOOHYLDWLRQ�

0RVW� WUDQVLWLRQDO�FRXQWULHV�KDYH�QR�FRXQWU\�ZLGH�V\VWHPV�RI�VRFLDO�DVVLVWDQFH�HVSHFLDOO\�IRU
WKH�SRRU��7KH�GHVLJQ�DQG�LPSOHPHQWDWLRQ�RI�SURJUDPPHV�IRU�SRYHUW\�UHOLHI�WDNHV�SODFH�DW�ORFDO
OHYHOV� DQG� LV� UHJLRQDOO\� VSHFLILF�� $VVLVWDQFH� LV� SURYLGHG� DFFRUGLQJ� WR� ERWK� LQFRPH� DQG
FDWHJRULFDO�FULWHULD��8VXDOO\�UHFLSLHQWV�RI�SRYHUW\�UHOLHI�VKRXOG�QRW�RQO\�KDYH�DQ�LQFRPH�EHORZ
WKH� SRYHUW\� OLQH� EXW� DOVR�PHHW� RWKHU� FULWHULD� VXFK� DV� WKUHH� RU�PRUH� FKLOGUHQ� LQ� WKH� IDPLO\�
VLQJOH�SDUHQW� KRXVHKROGV�� SUHVHQFH� RI� GLVDEOHG� RU� HOGHUO\� IDPLO\�PHPEHUV�� HWF�� ,Q� DOO� VXFK
FDVHV�VRFLDO�DVVLVWDQFH�LV�VWLOO�RIIHUHG�WHPSRUDULO\�DQG�LV�PRVW�RIWHQ�SURYLGHG�LQ�NLQG��H�J��KRW
PHDOV�RU�IRRG�YRXFKHUV��PHGLFLQHV��KHOS�LQ�ORRNLQJ�DIWHU�FKLOGUHQ��SD\PHQW�IRU�NLQGHUJDUWHQV�
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KHOS�WR�UHSDLU�D�KRXVH���7KH�DPRXQW�RI�VXSSRUW�GHSHQGV�RQ�WKH�DYDLODELOLW\�RI�IXQGV�LQ�ORFDO
VRFLDO�VHFXULW\�EXGJHWV�DQG�RQ�WKH�MXGJHPHQW�RI�D�ORFDO�VRFLDO�ZRUNHU��6XFK�DVVLVWDQFH�GRHV
QRW�DLP�WR�FRYHU�WKH�GLIIHUHQFH�EHWZHHQ�WKH�SRYHUW\�OLQH�DQG�DFWXDO�LQFRPH��0LODQRYLF������
�����

2QH�SRVVLEOH�DSSURDFK�WR�DOOHYLDWLQJ�SRYHUW\�LV�WR�PRYH�WRZDUG�WKH�:HVW�(XURSHDQ�PRGHO�DQG
LQWURGXFH�D�EHQHILW�WR�DOO�WKRVH�ZKRVH�LQFRPHV�IDOO�EHORZ�WKH�SRYHUW\�OLQH��DQG�ZKR�KDYH�OHVV
WKDQ�D�FHUWDLQ�OHYHO�RI�DVVHWV���7KH�DPRXQW�RI�VXFK�D�EHQHILW�ZRXOG�PHDQ�WR�FRYHU�WKH�HQWLUH
JDS�EHWZHHQ� WKH�SRYHUW\� OLQH�DQG�DFWXDO� LQFRPH��1R�FRXQWU\� LQ�(DVWHUQ�(XURSH�KDV� VXFK� D
V\VWHP��DOWKRXJK�WKH�&]HFK�V\VWHP�LV�DSSDUHQWO\�FORVHVW�WR�LW��0LODQRYLF������������

*LYHQ� WKH� VFDUFLW\� RI� EXGJHWDU\� IXQGV� VHYHUDO� FRXQWULHV� DWWHPSWHG� WR� LQWURGXFH� VWURQJHU
WDUJHWLQJ� RI� VRFLDO� DVVLVWDQFH�� ([SHULHQFH� LQ� RSHUDWLQJ� WDUJHWHG� VRFLDO� DVVLVWDQFH
SURJUDPPHV��H�J�� LQ�.\UJ\]VWDQ�VKRZV� WKDW�� ILUVWO\�� LQWURGXFWLRQ�RI� LQFRPH�WHVWLQJ�ZLWKRXW
SULRU� H[SHULHQFH� DQG� DGPLQLVWUDWLYH� IUDPHZRUN� LV� FRVWO\� DQG� RUJDQL]DWLRQDOO\� GLIILFXOW�
&RXQWULHV� DIIHFWHG� E\� PDVV� SRYHUW\� DUH� XQDEOH� WR� FDUU\� RXW� VXFK� SURJUDPPHV� ZLWKRXW
ILQDQFLDO� DQG� WHFKQLFDO� DVVLVWDQFH�� 6HFRQGO\�� LW� LV� LPSRVVLEOH� WR� PRQLWRU� IXOO� KRXVHKROGV

LQFRPHV�GXH�WR�ZLGHVSUHDG�LQIRUPDO�DFWLYLWLHV�DQG�IRUPV�RI�VXSSRUW��$WWHPSWV�WR�UHILQH�PHDQV
WHVWLQJ� WR�PDNH� LW�PRUH� VRSKLVWLFDWHG� JUHDWO\� LQFUHDVH� WKH� FRVW� RI� DGPLQLVWHULQJ� WKH� EHQHILW
SURJUDPPH�� 7KHUHIRUH� UHOLDQFH� RI� VHOI�WDUJHWLQJ� LV� SUHIHUDEOH� EXW� LW� PXVW� EH� QHYHUWKHOHVV
VXSSRUWHG� E\� UHDVRQDEOH� SURFHGXUHV� RI� YHULILFDWLRQ� RI� WKH� KRXVHKROG� ZHOIDUH� VLWXDWLRQ�
7KLUGO\�� VRFLDO� VHFXULW\� EXGJHWV� DUH� XQDEOH� WR� SURYLGH� DGHTXDWH� IXQGLQJ� WR� IXOO\� ILOO� WKH
SRYHUW\�JDS��7DUJHWHG�SRYHUW\�UHOLHI�FDQ�RQO\�DOOHYLDWH�PRVW�DFXWH�SRYHUW\�EXW�LW�LV�XQOLNHO\�WR
EULQJ�DERXW�VLJQLILFDQW�UHGXFWLRQ�RI�WKH�SURSRUWLRQ�RI�WKH�SRRU�

7DUJHWHG�VRFLDO�DVVLVWDQFH�PD\�EH�HIIHFWLYH�RQO\�ZKHQ�WKH�QXPEHU�RI�FODLPDQWV�LV�UHODWLYHO\
ORZ�� 7KH� NH\� HFRQRPLF� YDULDEOHV� LQFOXGLQJ� WKH� PLQLPXP� ZDJH�� WKH� PLQLPXP� SHQVLRQ�
PLQLPXP�XQHPSOR\PHQW�EHQHILW��PDWHUQLW\�DQG�FKLOGFDUH�EHQHILWV�DUH�WR�EH�VHW�XS�DW�DGHTXDWH
OHYHOV��VR�WKDW�PRVW�RI�WKHLU�UHFLSLHQWV�FDQQRW�EH�FDQGLGDWHV�IRU�VRFLDO�DVVLVWDQFH��$� ORW�KHUH
DOVR�GHSHQGV�RQ� WKH�ZDJH� UHIRUP�� ILUVW� RI� DOO� LQ� WKH� EXGJHWDU\� VHFWRU�� ,I� VXFK� SRWHQWLDOO\
DFWLYH�IDPLOLHV�QR�ORQJHU�QHHG�VRFLDO�DVVLVWDQFH�WKH�QXPEHU�RI�EHQHILW�UHFLSLHQWV�ZRXOG�EH
FRQVLGHUDEO\�UHGXFHG��7KHQ�DVVLVWDQFH�ZRXOG�EH�WDUJHWHG�WR�WKRVH�UHDOO\�YXOQHUDEOH�DPRQJ
ORZ�LQFRPH� IDPLOLHV�� LQ� ZKLFK�� IRU� LQVWDQFH� RQH� SDUHQW� LV� XQILW� IRU� ZRUN�� ,Q� WKDW� FDVH
EHQHILWV� PLJKW� FRQVLGHUDEO\� LQFUHDVH� DQG� ZLOO� LQGHHG� LQVXUH� SURWHFWLRQ�� ,Q� RWKHU� ZRUGV�
VWUHQJWKHQLQJ�RI�WDUJHWLQJ�RI�VRFLDO�DVVLVWDQFH�PRVWO\�GHSHQGV�RQ�HIIHFWLYHQHVV�RI�SURDFWLYH
VRFLDO�SROLF\�PHDVXUHV�


�
�


6XVWDLQDEOH� GHYHORSPHQW�� VRFLDO� LQWHJUDWLRQ� DQG� VRFLDO� FRKHVLRQ� WR� D� YHU\� JUHDW� H[WHQW
GHSHQG�RQ�WKH�VXFFHVV�LQ�WKH�ILJKW�DJDLQVW�SRYHUW\��0DQ\�RI�WKH�SROLF\�SULRULWLHV�IRU�SRYHUW\
DOOHYLDWLRQ�KDYH�EHHQ�RXWOLQHG�DQG�GLVFXVVHG�LQ�WKLV�VWXG\��7KHVH�SULRULWLHV�ILJXUH�LQ�SROLF\
SURJUDPPHV�DQG�GRFXPHQWV�RI�QDWLRQDO�JRYHUQPHQWV�DQG�LQWHUQDWLRQDO�RUJDQL]DWLRQV��VXFK
DV�81'3��81,&()��,/2��DQG�WKH�:RUOG�%DQN��6RPHZKDW�OHVV�DWWHQWLRQ�KDV�EHHQ�DFFRUGHG
WR�SROLFLHV�VXSSRUWLQJ�WKH�PLGGOH�FODVV��0HDQZKLOH�IRUPDWLRQ�RI�D�QHZ�EURDG�PLGGOH�FODVV
LV� FORVHO\� LQWHUUHODWHG�ZLWK�PDVV�SRYHUW\� DOOHYLDWLRQ� DQG�� WKHUHIRUH� VRFLDO� LQWHJUDWLRQ� DQG
VRFLDO� FRKHVLRQ�� 6XFK� D�PLGGOH� FODVV� W\SH� IRUPV� DQ� HVVHQWLDO� FRUH� RI� WKH� VRFLHW\� FORVHO\
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UHODWHG� WR� HGXFDWLRQ�� VFLHQFH�� FXOWXUH� DQG� WKHUHE\� JHQHUDWLQJ� VRFLRHFRQRPLF� SURJUHVV� IRU
WKH�FRXQWU\�DV�D�ZKROH��:KHUHYHU�WKH�JRYHUQPHQW�SROLF\�LV�DLPHG�DW�GRYHWDLOLQJ�WKH�FDSLWDO
RQWR�SURGXFWLRQ��HQWUHSUHQHXUVKLS�LV�RULHQWHG� WR� WKH�SURGXFWLRQ�RI�PDWHULDO�YDOXHV��+HQFH
WKHUH�LV�D�JUHDWHU�QHHG�RI�NQRZOHGJHDEOH�VWDII��KLJK�TXDOLILFDWLRQ�ZRUNHUV��UHVHDUFKHUV�DQG
SHRSOH�RI�WKH�DUWV��7KDW�LV�WR�VD\��WKH�GRUPDQW�SRWHQWLDO�RI�WKH� 
PLGGOH�FODVV
�LV�SXW�WR�XVH�
:KHUH�WKLV�VRFLDO�JURXS�LV�EURDG�HQRXJK�WKH\�ZRXOG�VHUYH�DV�JXDUDQWRU�RI�VRFLDO�ZHOIDUH
DQG�WKH�LPSRVVLELOLW\�RI�DQRWKHU�UHGLVWULEXWLRQ�RI�SURSHUW\��WKH\�SURYLGH�D�PDMRU�VRXUFH�RI
EXGJHWDU\� UHYHQXHV� DQG� YRWH� IRU� HIILFLHQW� UHIRUPV� WKXV� HQVXULQJ� WKH� FRQWLQXLW\� RI� WKH
WUDQVLWLRQ�
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5()(5(1&(6

%DO]HU��+DUOH\���������
5XVVLD
V�0LGGOH�&ODVV
��3RVW�6RYLHW�$IIDLUV��9RO������1R����

%LOHQNLQ��9ODGLPLU���������
5XVVLDQ�:RUNHUV�XQGHU�WKH�<HOWVLQ�5HJLPH��1RWHV�RQ�&ODVV�LQ
'HIHDW
��0RQWKO\�5HYLHZ��9RO������1R����

%ODVL�� -RVHSK�5���0D\D�.URXPRYD� DQG�'RXJODV�.UXVH� ��������.UHPOLQ�&DSLWDOLVP�� 7KH
3ULYDWLVDWLRQ�RI�WKH�5XVVLDQ�(FRQRP\��&RUQHOO�8QLYHUVLW\�3UHVV��,WKDFD�DQG�/RQGRQ�

%UDLWKZDLWH��-HDQLQH�'����������
7KH�2OG�DQG�1HZ�3RRU�LQ�5XVVLD
��LQ�-��.OXJPDQ��HG���

&RPPDQGHU�� 6LPRQ� DQG� $QGUHL� 7ROVWRS\DWHQNR� �������� 
8QHPSOR\PHQW�� 5HVWUXFWXULQJ
DQG�WKH�3DFH�RI�7UDQVLWLRQ
��LQ�6��=HFFKLQL��HG�����������

&RQQRU��:DOWHU� '�� �������� 6RFLDOLVP�� 3ROLWLFV�� DQG� (TXDOLW\�� +LHUDUFK\� DQG� &KDQJH� LQ
(DVWHUQ�(XURSH�DQG�WKH�8665��&ROXPELD�8QLYHUVLW\�3UHVV��1HZ�<RUN�

&RUQLD��*LRYDQQL�$QGUHD� �������� 
7UDQVLWLRQ� DQG� ,QFRPH�'LVWULEXWLRQ��7KHRU\��(YLGHQFH
DQG�,QLWLDO�,QWHUSUHWDWLRQ
��:,'(5�5HVHDUFK�LQ�3URJUHVV����818�:,'(5��+HOVLQNL�

&RUQLD��*LRYDQQL�$QGUHD� �������� 
/LEHUDOL]DWLRQ��*OREDOL]DWLRQ�DQG� ,QFRPH�'LVWULEXWLRQ
�
:,'(5�:RUNLQJ�3DSHUV�1R�������818�:,'(5��+HOVLQNL�

&RUQLD�� *LRYDQQL� $QGUHD� DQG� 5HQDWR� 3DQLFFLj� �HGV��� �������� 7KH� 0RUWDOLW\� &ULVLV� LQ
7UDQVLWLRQDO�(FRQRPLHV��2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG�

&RUQLD��*LRYDQQL�$QGUHD�DQG�9ODGLPLU�3RSRY��IRUWKFRPLQJ��� 
6WUXFWXUDO�DQG� ,QVWLWXWLRQDO
)DFWRUV� LQ�WKH�7UDQVLWLRQ�WR�WKH�0DUNHW�(FRQRP\��$Q�2YHUYLHZ
�� LQ�*��$��&RUQLD�DQG�9�
3RSRY��HGV����7UDQVLWLRQ�DQG�,QVWLWXWLRQV��7KH�([SHULHQFH�RI�*UDGXDO�DQG�/DWH�5HIRUPHUV�
2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG�

&R[��'RQDOG��=HNHUL\D�(VHU� DQG�(PPDQXHO� -LPHQH]� �������� 
3ULYDWH� 6DIHW\�1HWV� GXULQJ
(FRQRPLF�7UDQVLWLRQ
��LQ�-��.OXJPDQ��HG���

'DYLV��+RZDUG�DQG�5LFKDUG�6FDVH���������:HVWHUQ�&DSLWDOLVP�DQG�6WDWH�6RFLDOLVP��%DVLO
%ODFNZHOO��2[IRUG�

'LVNLQ�� ,�� (�� DQG�1��0�� 5LPDVKHYVND\D� HW� DO�� �������� 6DYLQJV� RI� WKH� 3RSXODWLRQ� RI� WKH
5XVVLDQ�)HGHUDWLRQ���LQ�5XVVLDQ���,QIRJUDSK��0RVFRZ�

'PLWULHY�� 0LNKDLO� �������� %XGJHWDU\� 3ROLF\� LQ� &RQWHPSRUDU\� 5XVVLD� �LQ� 5XVVLDQ��
&DUQHJLH�&HQWUH��0RVFRZ�

'PLWULHY�� 0LNKDLO� DQG� 7DW\DQD� 0DOHYD� �������� 
5XVVLDQ� /DERXU� 0DUNHW� LQ� 7UDQVLWLRQ�
7UHQGV��6SHFLILF�)HDWXUHV��DQG�6WDWH�3ROLF\
��6RFLDO�5HVHDUFK��9RO������1R����

'PLWULHY��0LNKDLO�HW�DO�� ��������5XVVLDQ�%DQNV�RQ�WKH�(YH�RI�)LQDQFLDO�6WDELOLVDWLRQ� � �LQ
5XVVLDQ���1RUPD��6W��3HWHUVEXUJ�

'XNH�� 9LF� DQG� .HLWK� *ULPH� �������� 
,QHTXDOLW\� LQ� 3RVW�&RPPXQLVP
��5HJLRQDO� 6WXGLHV�
9RO������1R����
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*LGGHQV�� $QWKRQ\� �������� 7KH� &ODVV� 6WUXFWXUH� RI� WKH� $GYDQFHG� 6RFLHWLHV�� +XWFKLQVRQ�
/RQGRQ�

*LPSHOVRQ�� 9ODGLPLU� �������� 
7KH� 3ROLWLFV� RI� /DERXU� 0DUNHW� $GMXVWPHQW� �WKH� &DVH� RI
5XVVLD�
��PLPHR�

*LPSHOVRQ�� 9ODGLPLU� DQG� 'RXJODV� /LSSROGW� �������� /DERXU� 5HVWUXFWXULQJ� LQ� 5XVVLDQ
(QWHUSULVHV��$�&DVH�6WXG\��2(&'��3DULV�

*ROGWKRUSH�� -RKQ� �������� 
2Q� WKH� 6HUYLFH� &ODVV�� LWV� )RUPDWLRQ�� DQG� WKH� )XWXUH
�� LQ� $�
*LGGHQV� DQG�*��0DF.HQ]LH� �HGV����6RFLDO�&ODVV� DQG� WKH�'LYLVLRQ� RI� /DERXU��&DPEULGJH
8QLYHUVLW\�3UHVV��&DPEULGJH�

*RVFRPVWDW� �7KH� 6WDWH� &RPPLWWHH� RI� WKH� 5XVVLDQ� )HGHUDWLRQ� RQ� 6WDWLVWLFV�� �������
6RWVLDOQR\H�SROR]KHQLH� L�XURY\HQ� WVL]QL�QDV\HO\HQL\D�URVVL�� ����� �7KH�6RFLDO�6LWXDWLRQ�DQG
6WDQGDUG�RI�/LYLQJ�RI�WKH�3RSXODWLRQ�RI�5XVVLD���������*RVFRPVWDW��0RVFRZ�

*RVFRPVWDW� �7KH� 6WDWH� &RPPLWWHH� RI� WKH� 5XVVLDQ� )HGHUDWLRQ� RQ� 6WDWLVWLFV�� �������
(FRQRPLF�DQG�6RFLDO�6LWXDWLRQ�RI�5XVVLD��-DQXDU\�$SULO�������*RVFRPVWDW��0RVFRZ�

*UDQYLOOH��%ULJLWWH��-XGLWK�6KDSLUR�DQG�2NVDQD�'\QQLNRYD���������
7KH�/RZHU�WKH�,QIODWLRQ
WKH�/HVV�3RYHUW\��7KH�)LUVW�5HVXOWV� IRU�5XVVLD
�� LQ�$QGHUV�$VOXQG�DQG�0LNKDLO�'PLWULHY
�HGV����LQ�5XVVLDQ���6RFLDO�3ROLF\�GXULQJ�WKH�3HULRG�RI�7UDQVLWLRQ�WR�WKH�0DUNHW��3UREOHPV
DQG�6ROXWLRQV��&DUQHJLH�&HQWUH��0RVFRZ�

+DJJDUG��6WHSKDQ�DQG�5REHUW�5��.DXIPDQ���������7KH�3ROLWLFDO�(FRQRP\�RI�'HPRFUDWLF
7UDQVLWLRQV��3ULQFHWRQ�8QLYHUVLW\�3UHVV��3ULQFHWRQ��1-�

+HOOPDQ�� -RHO� 6�� �������� 
:LQQHUV� 7DNH� $OO�� 7KH� 3ROLWLFV� RI� 3DUWLDO� 5HIRUP� LQ� 3RVW�
FRPPXQLVW�7UDQVLWLRQV
��:RUOG�3ROLWLFV��-DQXDU\�

+XJKHV�� -DPHV� �������� 
6XE�1DWLRQDO� (OLWHV� DQG� 3RVW�&RPPXQLVW� 7UDQVIRUPDWLRQ� LQ
5XVVLD��$�5HSO\�WR�.ULVKDWRYVND\D�DQG�:KLWH
��(XURSH�$VLD�6WXGLHV��9RO������1R����

.DSVWHLQ�� (WKDQ� %�� DQG� 0LFKDHO� 0DQGHOEDXP� �������� 7KH� 6RFLDO� 6DIHW\� 1HW� LQ� 3RVW�
&RPPXQLVW�(XURSH��&RXQFLO�RQ�)RUHLJQ�5HODWLRQV��1HZ�<RUN�

.KORS
HY��$OH[DQGHU� �������� 
7KH�7UDQVIRUPDWLRQ�RI� WKH�6RFLDO�6WUXFWXUH
�� LQ�&KULVWRSKHU
:LOOLDPV�� 9ODGLPLU� &KXSURY� DQG� 9ODGLPLU� 6WDURYHURY� �HGV���� 5XVVLDQ� 6RFLHW\� LQ
7UDQVLWLRQ��$OGHUVKRW��'DUWPRXWK�

.OXJPDQ��-HQL��HG�����������3RYHUW\�LQ�5XVVLD��3XEOLF�3ROLF\�DQG�3ULYDWH�5HVSRQVHV��7KH
:RUOG�%DQN��:DVKLQJWRQ��'&�

.UDPHU��0DUN��������� 
6RFLDO�3URWHFWLRQ�3ROLFLHV�DQG�6DIHW\�1HWV�LQ�(DVW�&HQWUDO�(XURSH�
'LOHPPDV�RI�WKH�3RVW�&RPPXQLVW�7UDQVIRUPDWLRQ
��LQ�(��%��.DSVWHLQ�DQG�0��0DQGHOEDXP
�HGV���

.ULVKWDQRYVND\D��2OJD�9�� �������� 
7UDQVIRUPDWLRQ� RI� WKH�2OG�1RPHQFODWXUD� LQWR� D� 1HZ
5XVVLDQ�(OLWH
��5XVVLDQ�6RFLDO�6FLHQFH�5HYLHZ��9RO������1R����

.XNROHY�� ,JRU� 9�� �������� 
7KH� )RUPDWLRQ� RI� %XVLQHVV� (OLWH
�� 5XVVLDQ� 6RFLDO� 6FLHQFH
5HYLHZ��9RO������1R����
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