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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�
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&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�/RUUDLQH�7HOIHU�7DLYDLQHQ�DW�818�:,'(5
3ULQWHG�DW�3LNDSDLQR�3DDWHODLQHQ�2\��+HOVLQNL

7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRU�V���3XEOLFDWLRQ�GRHV�QRW�LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW
VSRQVRUV��RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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7DEOH�� (YROXWLRQ�RI�HPSOR\PHQW�LQ�WKH�IRUPDO�VHFWRU�LQ�6XE�6DKDUDQ
$IULFD�GXULQJ�WKH�DGMXVWPHQW�SKDVH ��

7DEOH�� ,QIRUPDO�HPSOR\PHQW�LQ�/DWLQ�$PHULFD ��

7DEOH�� *LQL�UDWLRV�DQG�SHU�FDSLWD�JURZWK�LQ�VHOHFWHG�FRXQWULHV������V���V ��

7DEOH�� 6KDUH�RI�ZDJHV�LQ�YDOXH�DGGHG ��

7DEOH�� :DJH�GLVSHUVLRQ�DQG�FKDQJHV�LQ�UHDO�ZDJHV�LQ�PDQXIDFWXULQJ�
�������WR�������� ��

7DEOH�� ,QGH[�RI�UHDO�PLQLPXP�ZDJHV�LQ�WKUHH�$IULFDQ�FRXQWULHV��������� ��

7DEOH�� ,QGH[�RI�XUEDQ�UHDO�PLQLPXP�ZDJHV�LQ�/DWLQ�$PHULFD�������� ��

7DEOH�� 7UDGH�XQLRQ�GHQVLW\�DQG�FROOHFWLYH�EDUJDLQLQJ�FRYHUDJH�UDWHV
LQ�VHOHFWHG�FRXQWULHV ��

7DEOH�� /HJDO�ODERXU�SURWHFWLRQ�UHJLPHV�LQ�/DWLQ�$PHULFD ��

7DEOH��� 7RWDO�SXEOLF�VHFWRU�HPSOR\PHQW ��

7DEOH��� &RPSRVLWLRQ�RI�VRFLDO�VHFWRU�H[SHQGLWXUHV ��

7DEOH��� 7UHQGV�LQ�VHOHFWHG�VRFLDO�LQGLFDWRUV ��

)LJXUH�� 7\SLFDO�UHVSRQVHV�RI�RXWSXW��WUDGH�GHILFLWV�DQG�HPSOR\PHQW�WR
WKH�OLEHUDOL]DWLRQ�RI�WUDGH�DQG�WKH�FDSLWDO�DFFRXQW�RI�WKH�EDODQFH
RI�SD\PHQWV �
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7KLV�LV�D�UHYLVHG�YHUVLRQ�RI�D�SDSHU�SUHSDUHG�IRU�WKH�818�:,'(5�PHHWLQJ�LQ
+HOVLQNL��RQ�5LVLQJ�,QHTXDOLW\�DQG�3RYHUW\�5HGXFWLRQ��$UH�7KH\�&RPSDWLEOH"�
KHOG� RQ� ������ 'HFHPEHU� ������ 2EVHUYDWLRQV� E\� 5LFDUGR� ,QIDQWH�� 9LFWRU
7RNPDQ� DQG� &DWKHULQH� 6DJHW� IURP� WKH� ,/2�� DV� ZHOO� DV� E\� *LRYDQQL� $QGUHD
&RUQLD�� 7RQ\� $WNLQVRQ�� 7RQ\� $GGLVRQ� DQG� RWKHU� SDUWLFLSDQWV� DW� WKH
818�:,'(5�PHHWLQJ�DUH�JUDWHIXOO\�DFNQRZOHGJHG�

5ROSK�YDQ�GHU�+RHYHQ
*HQHYD��'HFHPEHU�����
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7KH�HFRQRPLF�UHIRUP�SROLFLHV�LQ�WKH�����V�DQG�WKH�����V�XQGHU� WKH�VR�FDOOHG
:DVKLQJWRQ� &RQVHQVXV� KDYH� UHFHQWO\� OHG� WR� JURZLQJ� FRQFHUQ� IRU� LQHTXDOLW\�
7KLV� SDSHU� ORRNV� DW� VRPH� RI� WKH� ODERXU� PDUNHW� RXWFRPHV� RI� WKH� HFRQRPLF
UHIRUP� SROLFLHV� LQ� WHUPV� RI� LQHTXDOLW\�� 7KH� SDSHU� DUJXHV� WKDW� ODERXU� PDUNHW
SROLFLHV�� UHJXODWLRQV� DQG� LQVWLWXWLRQV� KDYH� DW� OHDVW� WKUHH� JRDOV�� LPSURYLQJ
DOORFDWLYH� HIILFLHQF\� �PDWFKLQJ� VXSSO\� DQG� GHPDQG��� LPSURYLQJ� G\QDPLF
HIILFLHQF\� �LQFUHDVLQJ� WKH� TXDOLW\� RI� WKH� ODERXU� IRUFH�� DQG� LPSURYLQJ� RU
PDLQWDLQLQJ� D� VHQVH� RI� HTXLW\� DQG� VRFLDO� MXVWLFH� DPRQJ� ODERXU� IRUFH
SDUWLFLSDQWV�

7KH� SDSHU� REVHUYHV� WKDW� LQ� PDQ\� GHYHORSLQJ� FRXQWULHV� HPSOR\PHQW� EHFDPH
PRUH� LQIRUPDO�� ZDJH� VKDUHV� GHFOLQHG� DQG� WKH� GLIIHUHQFH� EHWZHHQ� VNLOOHG� DQG
XQVNLOOHG� ZDJHV� LQFUHDVHG�� 7KHVH� GHYHORSPHQWV� DUH� VHW� DJDLQVW� VRPH� RI� WKH
W\SLFDO� ODERXU� PDUNHW� HOHPHQWV� RI� UHIRUP� SROLFLHV� XQGHU� WKH� :DVKLQJWRQ
&RQVHQVXV�VXFK�DV�D�UHGXFWLRQ�LQ�PLQLPXP�ZDJHV��EUHDNLQJ�XS�RI�EDUJDLQLQJ
SRZHU�� UHGXFWLRQ� RI� HPSOR\PHQW� SURWHFWLRQ�� UHGXFWLRQ� LQ� SXEOLF� VHFWRU
HPSOR\PHQW� DQG� UHGXFHG� JRYHUQPHQW� RXWOD\V� LQ� KXPDQ� FDSLWDO� IRUPDWLRQ�
7\SLFDOO\��WKHVH�SROLFLHV�ZHUH�WDNHQ�WR�LQFUHDVH�WKH�DOORFDWLYH�IXQFWLRQ�RI�ODERXU
PDUNHW�LQVWLWXWLRQV�

,Q�UHYLHZLQJ�SDVW�H[SHULHQFHV�WKH�SDSHU�FRQFOXGHV�WKDW�WKH�G\QDPLF��HTXLW\�DQG
VRFLDO� FRKHVLRQ� HOHPHQWV� RI� ODERXU� PDUNHW� SROLFLHV� KDYH� WR� EH� DQ� LPSRUWDQW
HOHPHQW� RI� UHGLVWULEXWLYH� DQG� JURZWK� SROLFLHV�� ,QFOXGLQJ� WKHVH� HOHPHQWV� RI
ODERXU�PDUNHW�SROLFLHV� LQ� HFRQRPLF� UHIRUP�SROLFLHV� DUH� QRW� RQO\� QHFHVVDU\� WR
UHGXFH�LQHTXDOLW\�EXW�PDNHV�LW�DOVR�HDVLHU�IRU�HFRQRPLF�UHIRUP�SROLFLHV�WR�GHDO
ZLWK�WKH�DOORFDWLYH�DVSHFWV�RI�WKH�ODERXU�PDUNHW��%\�IRFXVVLQJ�QDUURZO\�RQ�WKH
DOORFDWLYH� DVSHFW� RI� WKH� ODERXU� PDUNHW�� WKH� UHIRUP� SROLFLHV� XQGHU� WKH
:DVKLQJWRQ�&RQVHQVXV�KDYH�VHULRXVO\� FRPSURPLVHG� WKH�RSWLRQV� IRU� HTXLWDEOH
DQG�SUR�SRRU�JURZWK�GHYHORSPHQW�SROLFLHV
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7KH�DGMXVWPHQW�H[SHULHQFHV�LQ�WKH�����V�DQG�WKH�DGMXVWPHQW�DQG�OLEHUDOL]DWLRQ
H[SHULHQFHV� LQ� WKH� ����V� KDYH� UHFHQWO\� OHG� WR� UHQHZHG� DWWHQWLRQ� WR� LVVXHV� RI
LQHTXDOLW\�� ,QHTXDOLW\�ZDV� D� WRSLFDO� LVVXH� LQ� WKH� ����V��ZKHQ�PDMRU� DWWHQWLRQ
ZDV� EHLQJ� SDLG� WR� LW� E\� VFKRODUV� DQG� LQWHUQDWLRQDO� RUJDQL]DWLRQV� VXFK� DV� WKH
(FRQRPLF� &RPPLVVLRQ� IRU� /DWLQ� $PHULFD� DQG� WKH� ,QWHUQDWLRQDO� /DERXU
2UJDQL]DWLRQ�� 7KH� HPSKDVLV� RQ� DGMXVWPHQW� SROLFLHV� XQGHU� WKH� VR�FDOOHG

:DVKLQJWRQ�FRQVHQVXV
� LQ� WKH�����V� UHOHJDWHG� WKH�GLVFXVVLRQ�RQ� LQHTXDOLW\� WR
WKH� VLGHOLQHV�� QRWZLWKVWDQGLQJ� D� JUHDWHU� FRQFHUQ� IRU�SRYHUW\� DW� WKH� HQG�RI� WKH
����V� DQG� LQ� WKH� ����V�� 2QH� VWUHDP� RI� WKRXJKW� DUJXHG� WKDW� WKH� EHVW� ZD\� WR
WDFNOH� SRYHUW\� ZDV� WR� JURZ� RXW� RI� SRYHUW\�� ,QFRPH� LQHTXDOLW\� LV� RIWHQ� WKH
FRQVHTXHQFH� RI� GHHS�URRWHG� VRFLHWDO� VWUXFWXUHV�� ZKLFK� ZRXOG� WDNH� WLPH� WR
FKDQJH��2WKHUV� UHJDUGHG�PHDVXUHV� WR� UHGXFH� LQHTXDOLW\� GHWULPHQWDO� WR� JURZWK
DQG�WKHUHIRUH�QRW�ZDUUDQWHG�GXULQJ�SHULRGV�RI�DGMXVWPHQW�ZKHQ�DOO�WKH�HPSKDVLV
VKRXOG�EH�SODFHG�RQ�UHYLYLQJ�JURZWK�TXLFNO\��7KHVH�DQG�VLPLODU�YLHZV�GLG�QRW
JR�XQFRQWHVWHG��RI�FRXUVH��YDQ�GHU�+RHYHQ��������,/2��������5DYDOOLRQ��������
EXW�RQO\� UHFHQWO\�KDV� WKH� FRQFHUQ� IRU� LQHTXDOLW\� LQ� WKH�GHEDWHV�RQ�DGMXVWPHQW
DQG� OLEHUDOL]DWLRQ� HQWHUHG� LQWR� PDLQVWUHDP� GLVFXVVLRQV� DJDLQ� �5RGULN�� �����
6WLJOLW]��������7DQ]L�DQG�&KX���������6SHFLILF�VRFLRSROLWLFDO�UHDVRQV�FDQ�SDUWO\
H[SODLQ� WKLV� UHQHZHG� DWWHQWLRQ�� ODUJH� LQHTXDOLWLHV� ZRXOG� LQFLWH� D� JURZLQJ
FRDOLWLRQ� RI� GLIIHUHQW� JURXSV� LQ� YDULRXV� FRXQWULHV� DJDLQVW� FXUUHQW�PHDVXUHV� RI
FDSLWDO�DQG�WUDGH�OLEHUDOL]DWLRQ��DQG�ODUJH�LQHTXDOLWLHV�ZRXOG�WKUHDWHQ�WKH�VRFLDO
SHDFH� QHHGHG� IRU� IRUHLJQ� LQYHVWPHQWV� WR� IUXFWLI\�� $GYRFDWHV� RI� JOREDOL]DWLRQ
KDYH� WKHUHIRUH� MRLQHG� VWUXFWXUDOLVW� HFRQRPLVWV� LQ� EHLQJ� FRQFHUQHG� RYHU� ODUJH
LQHTXDOLWLHV�

6HYHUDO� TXHVWLRQV� VXUURXQG� WKH� LVVXHV� RI� HFRQRPLF� UHIRUP� DQG� LQHTXDOLW\�� $
ILUVW� VHW� RI� TXHVWLRQV� UHYROYHV� DURXQG� ZKHWKHU� HFRQRPLF� UHIRUP� KDV� OHG� WR
JUHDWHU� LQHTXDOLW\�DQG��JLYHQ�RXU� LQWHUHVW�� HVSHFLDOO\� LQHTXDOLW\� LQ� HDUQLQJV��$
VHFRQG� UHODWHG�TXHVWLRQ� LV�ZKHWKHU� LQHTXDOLW\� LV� VHHQ�DV�D�GHVLUHG�RXWFRPH�RI
HFRQRPLF� UHIRUP� SROLFLHV�� XQGHU� WKH� XQGHUVWDQGLQJ� WKDW� JUHDWHU� HDUQLQJV
LQHTXDOLW\�VSHHGV�XS�DGMXVWPHQW��RU�ZKHWKHU� LQHTXDOLW\�KDV�EHHQ�DQ�XQGHVLUHG
E\�SURGXFW� RI� HFRQRPLF� UHIRUP�� 7KLV� TXHVWLRQ� LV� QRW� XQLPSRUWDQW�� DV� VRPH
UHVHDUFK� RXWFRPHV� LQ� WKH� ����V� GHPRQVWUDWH� WKDW� LQHTXDOLW\� LV� KDUPIXO� IRU
JURZWK��1RQH�RI�WKHVH�YLHZV�DUH�XQFRQWHVWHG��HVSHFLDOO\�LQ�(XURSH��/LQGEHFN�
�������EXW�LQ�WKH�IUDPHZRUN�RI�RXU�DQDO\VLV�LW�LV�SHUKDSV�VXIILFLHQW�WR�IROORZ�WKH
FRQFOXVLRQV�RI�%RXUJXLJQRQ�DQG�0RUULVVRQ��������

7KH�PDLQ�FRQFOXVLRQ�RQH�FDQ�GUDZ�IURP�UHFHQW�OLWHUDWXUH�LV�VLPSO\�WKDW
WKHUH� LV� QR� UHDVRQ� WR� FRQVLGHU� WKDW� UHGLVWULEXWLRQ� LV� V\VWHPDWLFDOO\
LQHIILFLHQW��FRQWUDU\�WR�ZKDW�ZDV�ORQJ�EHOLHYHG�RU�SRVWXODWHG��,Q�RWKHU
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ZRUGV�� UHGLVWULEXWLRQ� PD\� QRW� EH� DQ� HQJLQH� RI� JURZWK�� EXW� LQ� VRPH
FLUFXPVWDQFHV��LW�PD\�EH�DQ�DGMXYDQW�RI�LW«:KDW�WKH�UHFHQW�OLWHUDWXUH
RQ�LQHTXDOLW\�DQG�JURZWK�VXJJHVWV� LV�VLPSO\�WKDW� WKLV� 
LQHIILFLHQF\
�RI
UHGLVWULEXWLRQ�VKRXOG�EH�SOD\HG�GRZQ�DQG�WKH� UHGLVWULEXWLRQ�REMHFWLYH
VLJQLILFDQWO\�HQKDQFHG�LQ�GHYHORSPHQW�VWUDWHJLHV�

7KLV� SDSHU� ORRNV�� LQ� SDUWLFXODU�� DW� VRPH� RI� WKH� ODERXU� PDUNHW� RXWFRPHV� RI
HFRQRPLF�UHIRUP�SROLFLHV�LQ�WHUPV�RI�LQHTXDOLW\���)RU�D�GLVFXVVLRQ�RI�HFRQRPLF
UHIRUP�SROLFLHV�DQG�SRYHUW\��VHH�YDQ�GHU�+RHYHQ��������

7KH� VLJQLILFDQFH� RI� WKH� UROH� RI� ODERXU� PDUNHW� LQVWLWXWLRQV� LQ� WKH� UHODWLRQVKLS
EHWZHHQ�UHIRUP�SROLFLHV�DQG�LQHTXDOLW\�UHPDLQV�FRQWURYHUVLDO��6RPH�VHH�ODERXU
PDUNHW� LQVWLWXWLRQV� DV� D�KLQGUDQFH� WR�PRUH� HIILFLHQW�GHYHORSPHQW� DQG�JURZWK�
ZKLOH�RWKHUV�DUJXH�WKDW��ZLWKRXW�SURSHU�ODERXU�PDUNHW�LQVWLWXWLRQV��DQ�HFRQRP\
FDQQRW�SURJUHVV��,Q�RUGHU�WR�GHOLEHUDWH�DPRQJ�WKH�DUJXPHQWV�LQ�WKLV�GLVFXVVLRQ�
RQH�PLJKW� HPSKDVL]H� WKDW� ODERXU�PDUNHW� SROLFLHV�� UHJXODWLRQV� DQG� LQVWLWXWLRQV
KDYH�DW�OHDVW�WKUHH�JRDOV��LPSURYLQJ�DOORFDWLYH�HIILFLHQF\��PDWFKLQJ�VXSSO\�DQG
GHPDQG��� LPSURYLQJ� G\QDPLF� HIILFLHQF\� �LQFUHDVLQJ� WKH� TXDOLW\� RI� WKH� ODERXU
IRUFH��DQG�LPSURYLQJ�RU�PDLQWDLQLQJ�D�VHQVH�RI�HTXLW\�DQG�VRFLDO�MXVWLFH�DPRQJ
ODERXU�IRUFH�SDUWLFLSDQWV�

7KH�LPSRUWDQW�TXHVWLRQ�LQ�WHUPV�RI�WKH�UHODWLRQVKLS�RI�ODERXU�PDUNHWV�WR�UHIRUP
SROLFLHV�DQG��HVSHFLDOO\�LQ�WKLV�SDSHU��LQHTXDOLW\�LV�ZKHWKHU�WKHVH�GLIIHUHQW�JRDOV
RI�ODERXU�PDUNHW�SROLFLHV�DUH�FRPSDWLEOH�ZLWK�HDFK�RWKHU��DQG��LI�WKH\�DUH�QRW�
ZKLFK� RI� WKHVH� JRDOV� VKRXOG� GRPLQDWH�� $OWKRXJK� WKH� TXHVWLRQ� LV� GLIILFXOW� IRU
HFRQRPLVWV��YDOXH�MXGJHPHQWV�KDYH�WR�EH�PDGH��MXGJHPHQWV�ZKLFK�RIWHQ�FUHHS
LQWR�WKH�GLVFXVVLRQ�RQ�ODERXU�PDUNHWV�ZLWKRXW�EHLQJ�PDGH�H[SOLFLW�

$QRWKHU�LVVXH�HPDQDWLQJ�IURP�WKH�DERYH�FKDUDFWHULVWLFV�RI�WKH�IXQFWLRQV�RI�WKH
ODERXU� PDUNHW� UHYROYHV� DURXQG� WKH� IDFW� WKDW� UHJXODWLRQV�� LQVWUXPHQWV� DQG
SROLFLHV� DUH� DLPHG� PDLQO\� DW� VPRRWKLQJ� ODERXU� VXSSO\� DQG� GHPDQG� DQG� DW
DGMXVWLQJ� ODERXU� VXSSO\�� +HQFH�� LI� HFRQRPLF� UHIRUP� SROLFLHV� DQG
PDFURHFRQRPLF�SROLFLHV�DUH�QRW�DEOH�WR�JHQHUDWH�JURZWK�DQG�GHPDQG�IRU�ODERXU�
ODERXU�PDUNHW�SROLFLHV�FDQQRW�LPSURYH�WKH�RYHUDOO�HPSOR\PHQW�VLWXDWLRQ��DW�EHVW
WKH\�FDQ�KDYH�DQ�HIIHFW�RQ�ODERXU�VXSSO\�DQG�RQ�WKH�ODERXU�GHPDQG�IRU�GLIIHUHQW
VNLOOV� FDWHJRULHV� DW� GLIIHUHQW� VHFWRUDO� OHYHOV�� ZKLFK� LQIOXHQFHV� HTXLW\�� &ODLPV
DERXW� ODERXU� PDUNHW� ULJLGLW\� DUH� RIWHQ� PDGH� LQ� FRQQHFWLRQ� ZLWK� HFRQRPLF
VWDJQDWLRQ�RU�IDLOHG�HFRQRPLF�UHIRUP��+RZHYHU��DV�6FKXOW]��������DUJXHV�

«� WKH� PDJQLWXGH� RI� WKH� SUREOHPV� LQ� WUDGH�� WD[DWLRQ� DQG� LQGXVWULDO
RUJDQL]DWLRQ� PD\� GLUHFWO\� LQFUHDVH� WKH� OHHZD\� IRU� PLVDOORFDWLRQ� RI
ZRUNHUV�DQG�KXPDQ�FDSLWDO�LQYHVWPHQWV�LQ�WKH�HFRQRP\�WKDW�VHULRXVO\
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UHWDUG�HFRQRPLF�GHYHORSPHQW��7KHVH�FRQGLWLRQV��WKDW�FRQWULEXWH�WR�WKH
VHYHULW\� RI� ODERXU� PDUNHW� GLVWRUWLRQV� PD\�� WKHUHIRUH�� KDYH� WR� EH
UHVROYHG�ILUVW�WR�H[SHFW�ODERXU�PDUNHW�UHIRUPV�WR�VXFFHHG�

,Q� RUGHU� WR� GHDO� ZLWK� WKHVH� DUJXPHQWV� RI� 6FKXOW]� DQG� JDLQ� D� EHWWHU
XQGHUVWDQGLQJ�RI� WKH� ODERXU�PDUNHW�DQG� LWV� LQWHUDFWLRQ�ZLWK�RWKHU�PDUNHWV��ZH
ILUVW�UHYLHZ�LQ�6HFWLRQ�,,�VRPH�WKHRUHWLFDO�DVSHFWV�RI�ODERXU�PDUNHWV�DQG�UHIRUP
SROLFLHV�� 7KHQ�� LQ� 6HFWLRQ� ,,,� ZH� GLVFXVV� VRPH� ODERXU� PDUNHW� RXWFRPHV� WKDW
KDYH� EHHQ� QRWLFHDEOH� LQ� PRVW� GHYHORSLQJ� UHJLRQV� ZKLFK� KDYH� XQGHUJRQH
HFRQRPLF�UHIRUP�SURFHVVHV��QDPHO\��WKH�LQIRUPDOL]DWLRQ�RI�HPSOR\PHQW��D�IDOO
LQ� ZDJH� VKDUHV� LQ�PRVW� FRXQWULHV� DQG� FKDQJHV� LQ� ZDJHV� GLVWULEXWLRQ�� 7KLV� LV
IROORZHG� LQ�6HFWLRQ� ,9�E\� D� UHYLHZ� RI� VRPH� JHQHUDO� WUHQGV� LQ� ODERXU�PDUNHW
UHIRUPV� ZKLFK� KDYH� W\SLFDOO\� WDNHQ� SODFH� GXULQJ� WKH� UHFHQW� ZDYH� RI� UHIRUP
SROLFLHV� XQGHU� WKH� :DVKLQJWRQ� FRQVHQVXV�� QDPHO\�� D� GHFOLQH� LQ� PLQLPXP
ZDJHV�� VKLIWV� LQ� EDUJDLQLQJ� SRZHU�� D� UHGXFWLRQ� LQ� HPSOR\PHQW� SURWHFWLRQ�� D
UHGXFWLRQ�LQ�SXEOLF�VHFWRU�HPSOR\PHQW�DQG�FKDQJHV�LQ�KXPDQ�FDSLWDO�IRUPDWLRQ�
6HFWLRQ� 9� FRQFOXGHV� ZLWK� D� GLVFXVVLRQ� RQ� WKH� YDULRXV� PDFURHFRQRPLF� DQG
ODERXU�PDUNHW�SROLFLHV�DGRSWHG�LQ�GHYHORSLQJ�FRXQWULHV�WR�UHGXFH�LQHTXDOLW\�DQG
VWLPXODWH�HPSOR\PHQW�

,, /$%285�0$5.(76�$1'�(&2120,&�5()250��620(
7+(25(7,&$/�&216,'(5$7,216�

7KH�ODERXU�HIIHFWV�RI�HFRQRPLF�UHIRUP�DQG�VWUXFWXUDO�DGMXVWPHQW�GHSHQG�LQ�WKH
VKRUW�UXQ�RQ�WKH�VWDELOL]DWLRQ�HIIHFWV�RI�PDFURHFRQRPLF�SROLFLHV�DQG�H[FKDQJH
UDWH� SROLFLHV� �YDQ� GHU� +RHYHQ�� ������ +RUWRQ�� .DQEXU� DQG�0D]XPGDU�� �����
$JpQRU�� ������� 6WDELOL]DWLRQ� LQYROYHV� D� UHGXFWLRQ� LQ� GRPHVWLF� ILQDO� GHPDQG
WKURXJK� UHVWULFWLYH� PRQHWDU\� SROLFLHV�� EXGJHW� GHILFLW� UHGXFWLRQ� DQG� H[FKDQJH
UDWH�SROLFLHV��7KH�DVVXPSWLRQ�LV�WKDW�WKH�ODERXU�PDUNHW�IXQFWLRQV�LQ�VXFK�D�ZD\
WKDW�LW�FDQ�DEVRUE�WKH�GHFOLQH�LQ�GHPDQG��$FFRUGLQJ�WR�QHR�FODVVLFDO�SURGXFWLRQ
WKHRU\��VWDELOL]DWLRQ�LV�H[SHFWHG�WR�VORZ�GRZQ�DQ\�LQFUHDVH�LQ�SULFHV�LQ�SURGXFW
PDUNHWV�� DQG� WKLV� ZLOO� OHDG� WR� D� GHFOLQH� LQ� SURGXFWLRQ� OHYHOV� DQG� LQ� ODERXU
GHPDQG��7KH�JHQHUDO�DVVXPSWLRQ�LV�WKDW�WKH�SULFH�RI�ODERXU��UHDO�SURGXFW�ZDJH�
ZLOO� IDOO�� ZKLFK� ZLOO� UHGXFH� SURGXFWLRQ� FRVWV� DQG� PDLQWDLQ� WKH� OHYHOV� RI
SURGXFWLRQ� DW� D� ORZHU� SURGXFW�SULFH� OHYHO�� 7H[WERRNV� HYHQ� VKRZ� WKDW�� LI� WKH
SULFH� RI� ODERXU� IDOOV� VXIILFLHQWO\�� WKHUH� ZLOO� EH� QR� IDOO� LQ� RXWSXW�� WKRXJK� WKLV
SKHQRPHQRQ�ZLOO�RFFXU�DW�VXEVWDQWLDO�ORZHU�SULFH�DQG�ZDJH�OHYHOV��,I�WKH�SULFH
RI�ODERXU�GRHV�QRW�IDOO�VXIILFLHQWO\��WH[WERRNV�LQGLFDWH�WKDW�XQHPSOR\PHQW�ZLOO

������������������������������������������
��6RPH�SDUDJUDSKV�LQ�WKLV�VHFWLRQ�GUDZ�RQ�YDQ�GHU�+RHYHQ�DQG�7D\ORU��������
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LQFUHDVH��,W�VKRXOG�EH�QRWHG�WKDW��LQ�ERWK�WKH�FDVH�RI�IXOO�IOH[LEOH�ZDJHV�DQG�WKH
FDVH�RI� VWLFN\�ZDJHV�� WKH� LQFRPH�GLVWULEXWLRQ� DPRQJ�ZRUNHUV�� FDSLWDO� RZQHUV
DQG�WKH�XQHPSOR\HG�ZLOO�FKDQJH�

,W�LV�RIWHQ�DUJXHG�WKDW��LI�ZDJHV�DUH�IOH[LEOH��WKH�ODERXU�PDUNHW�LV�ZRUNLQJ�ZHOO�
DQG�WKDW�WKHUHIRUH�WKH�UXOHV�DQG�LQVWLWXWLRQV�ZKLFK�SURKLELW�VXFK�ZDJH�IOH[LELOLW\
GXULQJ� SHULRGV� RI� VWDELOL]DWLRQ� DQG� DGMXVWPHQW� VKRXOG� EH� DOWHUHG� LQ� RUGHU� WR
LQFUHDVH� WKH� IOH[LELOLW\�� %XW� WKLV� VKRUW�UXQ� VXSSO\�VLGH� LQWHUSUHWDWLRQ� RI� WKH
ODERXU�PDUNHW�KDV�VRPH�VHULRXV�IODZV�

)LUVW��LW�LJQRUHV�WKH�IDFW�WKDW�UHDO�ZDJHV�DUH�QRW�RQO\�D�FRVW�IDFWRU��EXW�DUH�DOVR
DQ�LPSRUWDQW�GHWHUPLQDQW�RI�DJJUHJDWH�GHPDQG��DV�WKH�SURSRUWLRQ�VDYHG�RXW�RI
ZDJHV�� HVSHFLDOO\� LQ� GHYHORSLQJ� DQG� WUDQVLWLRQ� FRXQWULHV�� LV� VPDOOHU� WKDQ� WKDW
VDYHG�RXW�RI�RWKHU�W\SHV�RI�LQFRPH��7D\ORU���������7KXV��ZDJH�UHGXFWLRQ�ZKHQ
WKH� HFRQRP\� LV� EHORZ� IXOO� FDSDFLW\� �DV� LV� RIWHQ� WKH� FDVH� LQ� FRXQWULHV� ZKHUH
VWDELOL]DWLRQ� SROLFLHV� DUH� LPSOHPHQWHG�� ZLOO� QRW� OHDG� WR� IXOO� HPSOR\PHQW�
XQHPSOR\PHQW�ZLOO� H[LVW� DW� D� ORZHU� UHDO� ZDJH� OHYHO�� DWWDLQLQJ� D� SRLQW� ZKHUH
PDFURHFRQRPLF�WLJKWHQLQJ�ZLOO�OHDG�WR�KHDY\�FRVWV�RQ�WKH�ODERXU�PDUNHW�

6HFRQG�� WKH� LQFUHDVHG� LPSRUWV� FDXVHG� E\� JUHDWHU� LQHTXDOLW\� �D� ZDJH�SURILW
UHODWLRQVKLS� LQ� IDYRXU�RI�SURILWV��ZLOO� SXW� UHQHZHG�SUHVVXUH�RQ� WKH�EDODQFH�RI
SD\PHQWV��QHFHVVLWDWLQJ�D�IXUWKHU�VSHOO�RI�VWDELOL]DWLRQ�SROLFLHV�

'HVSLWH� WKHVH�XQFHUWDLQWLHV�DERXW� WKH�DOORFDWLYH�IXQFWLRQ�RI� WKH� ODERXU�PDUNHW�
SROLFLHV�WR�LPSURYH�WKH�DOORFDWLYH�HIILFLHQF\�RI�WKH�ODERXU�PDUNHW�GRPLQDWH�WKH
UHIRUP� SURFHVV� �7D\ORU�� ������� <HW�� LQ� WKH� ORQJ� UXQ� LW� LV� QRW� WKH� DOORFDWLYH
HIILFLHQF\�RI�WKH�ODERXU�PDUNHW�ZKLFK�ZLOO�DOORZ�UHIRUP�HIIRUWV�WR�EH�WUDQVODWHG
LQWR�D� UHQHZDO�RI�JURZWK��EXW� UDWKHU� WKH�G\QDPLF� HIILFLHQF\�RI� ODERXU�PDUNHW
SROLFLHV�� 3ROLFLHV� XQGHU� WKH� DHJLV� RI� VWUXFWXUDO� DGMXVWPHQW� DUH� VXSSRVHG� WR
LQFUHDVH� G\QDPLF� HIILFLHQF\�� 7KH� FRPSRQHQWV� RI� VWUXFWXUDO� DGMXVWPHQW� DUH
PDQLIROG��YDQ�GHU�+RHYHQ��������7R\H��������+RUWRQ��.DQEXU�DQG�0D]XPGDU�
������

2QH�PDLQ�FRPSRQHQW�RI�VWUXFWXUDO�DGMXVWPHQW� LV� WKH� VHW�RI�SROLFLHV� WR�FKDQJH
WKH�FRPSRVLWLRQ�RI�QDWLRQDO�SURGXFWLRQ�LQ�IDYRXU�RI�WKH�SURGXFWLRQ�RI�WUDGDEOH
SURGXFWV� �H[SRUW�SURGXFWV�DQG� LPSRUW�FRPSHWLQJ�SURGXFWV�� WKURXJK� WKH�XVH�RI
H[FKDQJH�UDWH�SROLFLHV��7KH�FKDQJH�LQ�SURGXFWLRQ�LQ�IDYRXU�RI�WUDGDEOHV�UHTXLUHV
D�UHDOORFDWLRQ�RI�ODERXU�IURP�WKH�QRQ�WUDGDEOH�WR�WKH�WUDGDEOH�VHFWRU��$OWKRXJK
YDULRXV� ODERXU�PDUNHW� LQVWUXPHQWV� FDQ� EH� XVHG� WR� DFKLHYH� WKLV��PDQ\� VWXGLHV
HPSKDVL]H� WKH� LPSRUWDQFH� RI� LQFUHDVHG�GLIIHUHQWLDOV�EHWZHHQ� WKH� WUDGDEOH� DQG
QRQ�WUDGDEOH�VHFWRUV�WR�DFKLHYH�UHDOORFDWLRQ�LQ�IDYRXU�RI�WUDGDEOH�SURGXFWLRQ��,Q
WKH�ORQJ�UXQ�WKH�PRYHPHQWV�RI�VXSSO\�DQG�GHPDQG�DUH�WKHQ�DVVXPHG�WR�UHGXFH
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WKH� VHFWRUDO� ZDJH� GLIIHUHQWLDOV� RQFH� PRUH�� +HQFH�� VRPH� DXWKRUV� DUJXH� WKDW
HPSKDVL]LQJ� ZDJH� GLIIHUHQWLDOV� DV� WKH� RXWFRPH� RI� D� VXFFHVVIXO� DGMXVWPHQW
PHFKDQLVP�LV�QRW�FRUUHFW��DV�LQFUHDVHG�ZDJH�GLIIHUHQWLDOV�VKRXOG�EH�VHHQ�DV�DQ
LQWHUPHGLDWH� RXWFRPH�� DQG� LW� LV� PRUH� LPSRUWDQW� WR� H[DPLQH� ZKHWKHU� DFWXDO
FKDQJHV� LQ�VHFWRUDO�RXWSXW�DQG� ODERXU� UHDOORFDWLRQ� WR� WKHVH�VHFWRUV�KDYH� WDNHQ
SODFH��+RUWRQ��.DQEXU�DQG�0D]XPGDU��������

%XW�FKDQJHV�LQ�VHFWRUDO�RXWSXW�GHSHQG�RQ�PDQ\�PRUH� IDFWRUV� UDWKHU� WKDQ�RQO\
ZHOO�IXQFWLRQLQJ� VHFWRUDO� ODERXU� PDUNHWV�� ,QIUDVWUXFWXUDO� FKDQJHV�� WKH
GHYHORSPHQW�RI�QHZ�FDSDFLW\�� FUHGLW�� DQG� VR�RQ�DUH� DOO� LPSRUWDQW� HOHPHQWV� LQ
GHWHUPLQLQJ� VHFWRUDO� RXWSXW� VKLIWV� �YDQ� GHU� +RHYHQ�� ������� +HQFH�� WKH
UHDOORFDWLYH�IXQFWLRQ�RI�H[FKDQJH�UDWH�SROLFLHV�LV�KHDYLO\�PRUWJDJHG�RQ�D�ODUJH
QXPEHU� RI� RWKHU� SROLFLHV� DQG� FKDQJHV� LQ� LQVWLWXWLRQV�� 2YHU� WKH� \HDUV� D� ODUJH
QXPEHU� RI� RWKHU� SROLFLHV� DLPHG� ERWK� DW� LPSURYLQJ� WKH� DOORFDWLYH� IXQFWLRQ� RI
VWDELOL]DWLRQ�SROLFLHV�DQG�DW�HDVLQJ�WKH�DGMXVWPHQW�SURFHVV�KDYH�WKHUHIRUH�EHHQ
LQFOXGHG� DPRQJ� VWUXFWXUDO� DGMXVWPHQW� SROLFLHV�� 7KHVH� LQFOXGH�� ILUVW�� D� VHW� RI
SROLFLHV� WR� PDNH� DOO� PDUNHWV� PRUH� 
HIILFLHQW
�� +HQFH�� WKH\� HPSKDVL]H� SULFH
OLEHUDOL]DWLRQ� �LQFOXGLQJ� DJULFXOWXUDO� SULFH� OLEHUDOL]DWLRQ��� SULYDWL]DWLRQ�� WUDGH
OLEHUDOL]DWLRQ��6HFRQG��WKH\�LQFOXGH�SROLFLHV�WR�LQFUHDVH�FDSDFLW\�DQG�SURGXFWLYLW\
LQ�DOO�VHFWRUV�RI�WKH�HFRQRP\��EXW�HVSHFLDOO\�LQ�WKH�WUDGDEOH�VHFWRU��DQG�WKHUHIRUH
WKH\� DOVR� LQYROYH� PHDVXUHV� DLPHG� DW� FDSLWDO� PDUNHW� OLEHUDOL]DWLRQ�� EDQNLQJ
UHIRUP�DQG�SXEOLF�VHFWRU�UHIRUP�

7KH� UHODWLRQVKLS� RI� WKHVH� VHWV� RI� SROLFLHV� ZLWK� WKH� ODERXU� PDUNHW� LV� PRUH
FRPSOH[�EHFDXVH�WKH\�JR�EH\RQG�WKH�YLHZ�WKDW�WKH�ODERXU�PDUNHW�FDQ�IXQFWLRQ
DV� DQ� DOORFDWLYH� PHFKDQLVP� DQG� DWWULEXWH� WR� LW� WKH� PRUH� VLJQLILFDQW� UROH� RI
UDLVLQJ�G\QDPLF�HIILFLHQF\��,W�LV�LQ�WKLV�VHQVH�WKDW� WKH� LQWHUSOD\�EHWZHHQ�VKRUW�
UXQ�DQG�ORQJ�UXQ�IDFWRUV�EHFRPHV�YHU\�LPSRUWDQW��6KRUW�UXQ�SKHQRPHQD�VXFK�DV
JURZLQJ� XQHPSOR\PHQW�� GHFOLQLQJ� ZDJHV� DQG� UHWUHDWLQJ� JRYHUQPHQW
H[SHQGLWXUHV� KDYH� VHULRXV� LPSDFWV� RQ� KXPDQ� FDSLWDO� LQYHVWPHQW�� WKURXJK
HGXFDWLRQ� DQG� WUDLQLQJ�� DQG� FDQ� DIIHFW� VHULRXVO\� WKH� ORQJHU� WHUP� G\QDPLF
IXQFWLRQ�RI�WKH�ODERXU�PDUNHW��%XIILH���������7KLV�KDV�EHHQ�GHPRQVWUDWHG��IRU
H[DPSOH��LQ�WKH�UHFHQW�FULVLV�LQ�,QGRQHVLD�DQG�7KDLODQG�ZKHQ�FKLOGUHQ�ZHUH�SXW
RXW� RI� VFKRRO�� UHGXFLQJ� WKH� SRWHQWLDO� KXPDQ� FDSLWDO� GHYHORSPHQW�� 6LPLODUO\�
VWDELOL]DWLRQ�SURJUDPPHV�ZKLFK�UHVXOW�LQ�ODUJHU�LQHTXDOLWLHV�DQG�FODVKHV�DPRQJ
VRFLDO�JURXSV�GHVWUR\�VRPH�
VRFLDO�FDSLWDO
�� WKHUHE\�PDNLQJ�LW�PRUH�GLIILFXOW�WR
UHDFK� FRQVHQVXV� DQG� WR� HPEDUN� RQ� ORQJHU� WHUP� EDODQFHG� GHYHORSPHQW�� 7KH
H[SHULHQFHV�RI�5XVVLD�GXULQJ�WKH�VHFRQG�KDOI�RI�WKH�����V�VKRZ�WKLV�FOHDUO\�

'LVWLQJXLVKLQJ� EHWZHHQ� WKH� VKRUW�WHUP� DQG� ORQJ�WHUP� FRQVHTXHQFHV� RI
VWUXFWXUDO�DGMXVWPHQW�SROLFLHV� LV� HVSHFLDOO\� LPSRUWDQW�ZLWK� UHVSHFW� WR� WKH� UROH
DQG�WKH�IXQFWLRQLQJ�RI�WKH�ODERXU�PDUNHW��,Q�WKH�RSLQLRQ�RI�SROLF\�PDNHUV��LI�WKH
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VKRUW�WHUP�DOORFDWLYH�IXQFWLRQ�RI�WKH�ODERXU�PDUNHW�SUHYDLOV��ZKLFK�LV�RIWHQ�WKH
FDVH�� PDQ\� ODERXU� PDUNHW� LQVWUXPHQWV� FDQ� EH� FRQVLGHUHG� QRW� WR� EH

PDFURHFRQRPLFDOO\� FRPSDWLEOH
� �7R\H�� ������� 7KLV� WKHQ� OHDGV� WR
UHFRPPHQGDWLRQV� WKDW�PLQLPXP�ZDJH� ODZV�EH� DEROLVKHG�� WKDW� WKH� SUDFWLFH� RI
PDNLQJ�ZDJH�VHWWOHPHQWV�ELQGLQJ�IRU�ZKROH�VHFWRUV�EH�FRQWHVWHG��WKDW�GLVPLVVDO
UHJXODWLRQV�EH�UHSHDOHG��DQG�VR�RQ��DQG�IUHTXHQWO\�WUDGH�XQLRQV�FRPH�WR�EH�VHHQ
DV� D� 
KLQGUDQFH� IDFWRU
� LQ� WKH� DFKLHYHPHQW� RI� VWDELOL]DWLRQ� SROLFLHV�� <HW�� DV
ODERXU�HFRQRPLVWV�KDYH�DUJXHG��PDQ\�RI�WKHVH�ODERXU�PDUNHW�SROLFLHV�KDYH�QRW
EHHQ� DGRSWHG� WR� LQFUHDVH� WKH� DOORFDWLYH� IXQFWLRQ� RI� WKH� ODERXU� PDUNHW�� EXW
�LQGLUHFWO\�� WR� LQFUHDVH�G\QDPLF�HIILFLHQF\�E\�EXLOGLQJ�XS� VRFLDO� VWDELOLW\� DQG
DXJPHQW�KXPDQ�FDSLWDO� WKURXJK� WKH�SURYLVLRQ�RI�D�PLQLPXP� OLYLQJ�ZDJH�DQG
WKH� DFKLHYHPHQW� RI� D�PRUH� HTXLWDEOH� VRFLHW\�� 7KHVH� FRQWUDVWLQJ� YLHZV� RI� WKH
UROH� DQG� IXQFWLRQ� RI� WKH� ODERXU� PDUNHW� RIWHQ� JLYH� ULVH� WR� FRQWUDVWLQJ� SROLF\
UHFRPPHQGDWLRQV�IURP�ZLWKLQ�WKH�JRYHUQPHQW�

$�FRPSOLFDWLQJ�IDFWRU��IUHTXHQWO\�DGYDQFHG�LQ�WKH�GLVFRXUVH�RQ�WKH�IXQFWLRQ�RI
WKH�ODERXU�PDUNHW��LV�WKDW�WKH�VORZ�WUDQVIRUPDWLRQ�IURP�DQ�HFRQRP\�GRPLQDWHG
E\�VPDOO�VFDOH�DJULFXOWXUH�WR�D�PRUH�LQGXVWULDOL]HG�HFRQRP\�OHDGV�WR�D�VLWXDWLRQ
LQ� ZKLFK� ODERXU� PDUNHW� LQVWLWXWLRQV� DUH� UHOHYDQW� WR� RQO\� D� VPDOO� SDUW� RI� WKH
ZRUNIRUFH�� ZKLFK� LV� QRW� H[SDQGLQJ� YHU\� UDSLGO\�� LI� DW� DOO�� 2QH� IUHTXHQWO\
REVHUYHV� WKDW� WKH� GHUHJXODWLRQ� RI� ODERXU� PDUNHWV� VR� DV� WR� DOORZ� IRU� PRUH

PDFUR�FRPSDWLEOH
�SROLFLHV�LV�RIWHQ�SURSRVHG�LQ�FRQMXQFWLRQ�ZLWK�WKH��FRUUHFW�
REVHUYDWLRQ� WKDW� WKH� IRUPDO� VHFWRU�DQG� WKH� VKDUH� RI� IRUPDO� VHFWRU�ZRUNHUV� LQ
WRWDO�HPSOR\PHQW�DUH�QRW�H[SDQGLQJ�VXIILFLHQWO\�UDSLGO\�

<HW�� WKH�DOORFDWLYH� IXQFWLRQ� RI� WKH� ODERXU�PDUNHW� DQG� WKH� VORZ� JURZWK� RI� WKH
IRUPDO�LQGXVWULDO�VHFWRU�DUH�WZR�GLVWLQFW�SUREOHP�DUHDV��7KH�LQVWUXPHQWV�QHHGHG
WR� LPSURYH� WKH�DOORFDWLYH�DQG�G\QDPLF� IXQFWLRQV�RI� WKH� ODERXU�PDUNHW� �ZKHUH
WUDGH�RIIV�PD\�ZHOO�H[LVW��DUH�QRW�QHFHVVDULO\�WKH�VDPH�LQVWUXPHQWV�UHTXLUHG�WR
GHDO� ZLWK� WKH� ODFN� RI� VXIILFLHQWO\� UDSLG� JURZWK� LQ� WKH� IRUPDO� VHFWRU�� /DERXU
PDUNHW� ULJLGLWLHV� PD\� EH� SDUW� RI� WKH� H[SODQDWLRQ� EHKLQG� D� VORZO\� JURZLQJ
IRUPDO�VHFWRU��EXW�FHUWDLQO\�WKH\�DUH�QRW�WKH�RQO\�H[SODQDWLRQ��2WKHU�H[SODQDWRU\
IDFWRUV�LQ�WKH�VORZ�JURZWK�RI�IRUPDO�HPSOR\PHQW�PD\�EH�D�ODFN�RI�LQYHVWPHQW�
D�ODFN�RI�ILQDO�GHPDQG��D�ODFN�RI�DFFHVV�WR�GLYHUVH�PDUNHWV��RU�D�JHQHUDO�ODFN�RI
GHYHORSPHQW� LQFHQWLYHV� ZKLFK� QLJKW� IRVWHU� D� VKLIW� IURP� EDFNZDUG� VHFWRUV� WR
PRGHUQ� VHFWRUV�� %DVLQJ� WKH� SROLFLHV� IRU� ODERXU� PDUNHW� UHIRUP� VROHO\� RQ
LPSURYHPHQWV� LQ� 
PDFUR�FRPSDWLELOLW\
� DQG� H[SHFWLQJ� WKDW� WKLV� ZLOO� VROYH
VLPXOWDQHRXVO\�WKH�SUREOHP�RI�VORZ�JURZWK�LQ�WKH�LQGXVWULDO�VHFWRU�DQG�WKH�VORZ
JURZWK� LQ� WKH� IRUPDO� HFRQRP\� LQ� JHQHUDO� LV� FRQFHSWXDOO\� IODZHG�� $� IUHVK
UHVHDUFK�DJHQGD�LV�FOHDUO\�QHHGHG�
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$OWKRXJK� WKH� ODERXU� PDUNHW� SHUIRUPV� D� ZLGH� UDQJH� RI� IXQFWLRQV�� ZH� FDQ
GLVWLQJXLVK� DW� OHDVW� WKUHH� GLVWLQFW� DOORFDWLYH� IXQFWLRQV� RI� WKH� ODERXU� PDUNHW
UHODWHG� WR� WKH� GLVFXVVLRQ� RQ� VWUXFWXUDO� DGMXVWPHQW� �VHH� +RUWRQ�� .DQEXU� DQG
0D]XPGDU���������QDPHO\�

�� 0DWFKLQJ� ZRUNHUV� WR� HPSOR\PHQW� RSSRUWXQLWLHV� LQ� VXFK� D� ZD\� WKDW� WKH
RYHUDOO� HPSOR\PHQW� OHYHO�� ZDJHV� DQG� RWKHU� ZRUNLQJ� FRQGLWLRQV� DUH
RSWLPL]HG�

�� $OORFDWLQJ�HPSOR\HG�ZRUNHUV�DPRQJ�VHFWRUV�DQG�PDWFKLQJ�ZRUNHU�VNLOOV�WR
MRE� UHTXLUHPHQWV� VR� WKDW� UHODWLYH�ZDJHV� DQG� HPSOR\PHQW� DUH� RSWLPL]HG� LQ
WHUPV�RI�HFRQRPLF�VHFWRUV�DQG�VNLOO�FDWHJRULHV�

�� $VVXULQJ� WKH� LQWHUWHPSRUDO� DOORFDWLRQ� RI� UHVRXUFHV� LQ� HGXFDWLRQ� DQG� LQ
VHFWRU�VSHFLILF� WUDLQLQJ� LQLWLDWLYHV� VR� DV� WR� SURWHFW� KXPDQ� FDSLWDO
DFFXPXODWLRQ�

7KH�LQWHUWHPSRUDO�DOORFDWLYH�IXQFWLRQ�RI�WKH�ODERXU�PDUNHW��LQ�UHVSHFW�RI�KXPDQ
UHVRXUFHV��FRQWULEXWHV�QRW�RQO\�WR�DOORFDWLYH�HIILFLHQF\��EXW�DOVR�WR�WKH�G\QDPLF
HIILFLHQF\� RI� WKH� ODERXU� PDUNHW�� 2WKHU� IDFWRUV� FRQWULEXWLQJ� WR� WKH� G\QDPLF
HIILFLHQF\� RI� WKH� ODERXU�PDUNHW� DUH� VXIILFLHQW� VRFLDO� VWDELOLW\� WR� IRVWHU� KLJKHU
SURGXFWLYLW\� OHYHOV� LQ� ILUPV�� DQ� DGHTXDWH� VRFLDO� VHFXULW\� V\VWHP� WR� HQFRXUDJH
ZDJH� PRGHUDWLRQ� DQG� D� UHDVRQDEOH� OHYHO� RI� HTXDOLW\� LQ� LQFRPH� GLVWULEXWLRQ�
ZKLFK�PLQLPL]HV� WKH� VRFLDO�GLVFRXUVH�RYHU�JRYHUQPHQW�H[SHQGLWXUHV� DQG� WKXV
KHOSV� WDPH� EXGJHW� GHILFLWV� DQG� LQIODWLRQDU\� WHQGHQFLHV�� WKHUHE\� DYRLGLQJ� WKH
HYHQWXDO�LPSOHPHQWDWLRQ�RI�VWDELOL]DWLRQ�SROLFLHV�

$OWKRXJK�PRVW� VWDELOL]DWLRQ� DQG� VWUXFWXUDO� DGMXVWPHQW� LQVWUXPHQWV� DQG� SROLF\
UHFRPPHQGDWLRQV�ZHUH�GHVLJQHG�LQ�WKH�����V�IRU�FRXQWULHV�VXIIHULQJ�WKH�HIIHFWV
RI�IRUHLJQ�H[FKDQJH�VKRUWDJHV�DQG�KLJK�FDSLWDO�RXWIORZV��WKH�VLWXDWLRQ�EHFDPH
PRUH� FRPSOLFDWHG� LQ� WKH�����V�� HVSHFLDOO\� IRU� WKRVH� FRXQWULHV� LQ�ZKLFK�� DIWHU
VSHOOV�RI� VWDELOL]DWLRQ�DQG�DGMXVWPHQW�SROLFLHV� �QRW�QHFHVVDULO\� DOO� VXFFHVVIXO��
WKH� PDUNHW� UHJDLQHG� FRQILGHQFH� DQG� ZKLFK� EHJDQ� WR� ZLWQHVV� FDSLWDO� LQIORZV
OHDGLQJ�WR�ODUJHU�WUDGH�GHILFLWV�

7KH� UHODWLRQVKLS� EHWZHHQ� SURGXFW� DQG� ODERXU� PDUNHW� OLEHUDOL]DWLRQ� DQG� WKH
HIIHFWV�RI�FDSLWDO�LQIORZV�FDQ�EH�LOOXVWUDWHG��IROORZLQJ�$PDGHR�DQG�3HUR��������
DV� LQ� )LJXUH� ��� $W� ILUVW�� OLEHUDOL]DWLRQ� OHDGV� WR� SURGXFWLYLW\� JURZWK� DQG� FRVW�
FXWWLQJ��ZLWK�D�UHGXFWLRQ�LQ��IRUPDO��HPSOR\PHQW��HVSHFLDOO\�LQ�LQGXVWU\���7KLV

������������������������������������������
��7KLV�SKHQRPHQRQ�ZDV�REVHUYHG�LQ�D�VXUYH\�DUWLFOH�E\�$PVGHQ�DQG�YDQ�GHU�+RHYHQ�������
IRU�PRVW� /DWLQ� $PHULFDQ� DQG�$IULFDQ� FRXQWULHV�� 2QO\� LQ� D� OLPLWHG� QXPEHU� RI� (DVW� $VLDQ
FRXQWULHV�GLG�OLEHUDOL]DWLRQ�UHVXOW�LQ�SURGXFWLYLW\�JURZWK�DQG�H[SDQVLRQ�LQ�SURGXFWLRQ��DV�DOVR
GRFXPHQWHG�E\�3LHSHU��������
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UHGXFHV�HPSOR\PHQW�RXWSXW�HODVWLFLW\�DQG�FDXVHV�WKH�RXWSXW�HPSOR\PHQW�FXUYH
WR� URWDWH� LQZDUGV�� LQLWLDOO\� UHVXOWLQJ� LQ� OHVV� IRUPDO� HPSOR\PHQW� DQG� PRUH
LQIRUPDO�HPSOR\PHQW�

FIGURE 1
TYPICAL RESPONSES OF OUTPUT, TRADE DEFICITS AND EMPLOYMENT TO

THE LIBERALIZATION OF TRADE AND THE CAPITAL ACCOUNT OF THE
BALANCE OF PAYMENTS
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$W� WKH� VDPH� WLPH�� WKH� GHILFLW� LQ� WKH� EDODQFH� RI� WUDGH� LV� LQFUHDVLQJ�� DQG�� DW� D
JLYHQ�OHYHO�RI�RXWSXW�� WKLV�VKLIWV�WKH�UHODWLRQVKLS�EHWZHHQ�RXWSXW�DQG�WKH� WUDGH
GHILFLW� RXWZDUGV�� 7KLV� H[WHUQDO� GHWHULRUDWLRQ� OHDGV� SROLF\�PDNHUV� WR� VHHN
VWDELOL]DWLRQ�E\� LQFUHDVLQJ� LQWHUHVW� UDWHV� DQG� LPSOHPHQWLQJ� UHVWULFWLYH� GHPDQG
SROLFLHV��WKHUHE\�LQIOXHQFLQJ�WKH��RXWZDUG�VKLIWHG��UHODWLRQVKLS�EHWZHHQ�RXWSXW
DQG� WKH� WUDGH� GHILFLW�� UHVXOWLQJ� LQ� D� ORZHU� OHYHO� RI� RXWSXW��$V� D� FRQVHTXHQFH�
�IRUPDO��HPSOR\PHQW�GHFOLQHV�IXUWKHU�QRW�RQO\�EHFDXVH�RI�WKH�LQLWLDO�FKDQJH�LQ
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HPSOR\PHQW�RXWSXW� HODVWLFLW\�� EXW� DOVR� EHFDXVH� RI� WKH� ORZHU� OHYHO� RI� WRWDO
RXWSXW�

$�UHODWHG�TXHVWLRQ�LV��+RZ�FDQ�ODERXU�PDUNHW�LQVWLWXWLRQV�LPSURYH�WKHLU�VXSSRUW
IRU� LQYHVWPHQW� VR� DV� WR� KHOS� H[SDQG� SURGXFWLRQ�� LQFUHDVH� SURGXFWLYLW\� DQG�
KHQFH�� XSJUDGH� WKH� ZRUNIRUFH�� )RU� WKLV�� $PDGHR� DQG� 3HUR� ������� FDOO� IRU
LPSURYHG�HPSOR\HU�ZRUNHU�UHODWLRQV�DW�WKH�HQWHUSULVH�DQG�WKH�QDWLRQDO�OHYHOV�VR
DV� WR� IRVWHU� D� SURFHVV� RI� UHVWUXFWXULQJ� DPRQJ� HQWHUSULVHV�� OHDGLQJ� WR� JUHDWHU
SURGXFWLYLW\�� 7KH\� WKXV� PDNH� WKH� FDVH� IRU� QDWLRQDO� UHIRUP� SROLFLHV� ZKLFK
DFNQRZOHGJH� WKH� VWURQJ� UHODWLRQVKLS� DPRQJ� ILQDQFLDO� OLEHUDOL]DWLRQ�� WUDGH
OLEHUDOL]DWLRQ��HFRQRPLF�UHIRUP�DQG�ODERXU�PDUNHW�RXWFRPHV�

,,, 5,6,1*�,1(48$/,7<�:,7+,1�/$%285�0$5.(7�75(1'6

,Q�H[DPLQLQJ�ODERXU�PDUNHW� WUHQGV��RQH�PD\�ZRQGHU�ZKHWKHU� WKH�GLUHFWLRQ�RI
WKHVH� WUHQGV� LV� WKH� FRQVHTXHQFH�RI� UHIRUP�SROLFLHV�� 6RPH� DUJXH� WKDW�� EHFDXVH
UHIRUP�SROLFLHV�KDYH�EHHQ�DGRSWHG�LQ�DOO�GHYHORSLQJ�FRXQWULHV�DQG�FRQVLGHULQJ
WKDW�PRVW�KDYH�EHHQ�FDUULHG�RXW�IRU�D�GHFDGH�RU�PRUH��WKHUH�H[LVWV�D�FDXVDO�OLQN
EHWZHHQ� WKHVH� SROLFLHV� DQG� WKH� WUHQGV�� 2WKHUV� DUJXH� WKDW� DGMXVWPHQW� SROLFLHV
KDYH� SUHYHQWHG� D� IDOO� LQ� SURGXFWLRQ� DQG� LQFRPH� DQG� WKDW�� ZLWKRXW� WKHP�� WKH
VLWXDWLRQ� ZRXOG� KDYH� EHHQ� PXFK� ZRUVH�� LQFOXGLQJ�� DV� D� FRQVHTXHQFH�� LQ
HPSOR\PHQW��7KLV�IUHTXHQW�GHEDWH�RYHU�WKH�VR�FDOOHG�
FRXQWHUIDFWXDO
�LV�GLIILFXOW
WR� VHWWOH�� EXW� WKH� TXHVWLRQ� FDQ� EH� H[SORUHG� PRUH� WKRURXJKO\� RQ� WKH� EDVLV� RI
FDUHIXO� FRXQWU\� VWXGLHV� LQYROYLQJ� WKH� XVH� RI� �JHQHUDO� HTXLOLEULXP�� PRGHOV� WR
JHQHUDWH� K\SRWKHWLFDO� FRXUVHV� RI� GHYHORSPHQW� ZLWKRXW� DGMXVWPHQW�� +RZHYHU�
VXFK� PHWKRGV� DOVR� KDYH� GUDZEDFNV�� 5RELQVRQ� ������� DUJXHV� WKDW� JHQHUDO
HTXLOLEULXP�PRGHOV�DUH�XVHIXO�LQ�LQFUHDVLQJ�XQGHUVWDQGLQJ��EXW�WKDW��EHFDXVH�RI
WKH� DVVXPSWLRQV� LQ� SDUDPHWHU� YDOXHV� DQG� UHDFWLRQ� FRHIILFLHQWV�� WKH\� DUH
LPSURSHU� IRU� SROLF\� HYDOXDWLRQ� DQG� SROLF\�PDNLQJ�� 7KH� QH[W� VXEVHFWLRQ
SURYLGHV��ZLWKLQ� WKH� JHQHUDO� IUDPHZRUN� RI� WKLV� SDSHU�� D� EURDG� RYHUYLHZ�� )RU
PRUH� VSHFLILF� FRXQWU\� DQDO\VHV� RQ� DGMXVWPHQW� DQG� ODERXU� PDUNHW� LVVXHV�� WKH
UHDGHU� LV� UHIHUUHG�WR�� IRU�H[DPSOH��YDQ�GHU�*HHVW�DQG�YDQ�GHU�+RHYHQ� �������
*DUFLD���������,VODP���������.KDQ���������DQG�7R\H��������

��� &KDQJHV�LQ�HPSOR\PHQW�SDWWHUQV

,Q�$IULFD� VLQFH� WKH� LQWURGXFWLRQ�RI� UHIRUP�SURJUDPPHV�� WKH�SHUFHQWDJH�RI� WKH
ODERXU�IRUFH�ZRUNLQJ�LQ�IRUPDO�VHFWRU�MREV�KDV�IDOOHQ��7DEOH�����7KLV�LV�PDLQO\
GXH�WR�D�GHFOLQLQJ�QXPEHU�RI�ZRUNHUV�LQ�VWDWH�HQWHUSULVHV�DQG�WKH�LQDELOLW\�RI�WKH
HFRQRPLF� DQG� VRFLDO� V\VWHP� WR� JHQHUDWH� VXIILFLHQW� MREV� LQ� RWKHU� VHFWRUV� WR
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DFFRPPRGDWH� WKH� UHWUHQFKHG� ZRUNHUV�� ,QGXVWULDO� DQG� IRUPDO� VHUYLFH
HPSOR\PHQW�KDV�EDUHO\� LQFUHDVHG��YDQ�GHU�+RHYHQ�DQG�YDQ�GHU�*HHVW��������
7KH� DLP�RI� WKH� UHIRUP�SURJUDPPH�KDV� EHHQ� WR� FUHDWH� FRQGLWLRQV� IRU� VWURQJHU
�IRUPDO� VHFWRU�� JURZWK�� DQG� TXLWH� LPSUHVVLYH� SROLF\� FKDQJHV� KDYH� EHHQ
XQGHUWDNHQ�� ([FKDQJH� UDWHV� KDYH� EHHQ� DGMXVWHG�� FXUUHQFLHV� KDYH� EHFRPH
�DOPRVW�� IXOO\� FRQYHUWLEOH�� DQG� EXGJHW� GHILFLWV� KDYH� GHFUHDVHG�� ,Q� PRVW
FRXQWULHV� SHU� FDSLWD� JURZWK� KDV� EHFRPH� SRVLWLYH�� +RZHYHU�� GHVSLWH� DOO� WKHVH
SROLF\�FKDQJHV��WKH�UHFRYHU\�LQ�$IULFD�KDV�QRW�\HW� WUDQVODWHG� LQWR�PDVVLYH� MRE
FUHDWLRQ�� 2I� FRXUVH�� UHIRUP� WDNHV� WLPH�� DQG� UHIRUP� SURJUDPPHV� KDYH� EHHQ
VWUHWFKHG�IURP�DQ�LQLWLDO�URXQG�RI�WZR�RU�WKUHH�\HDUV�WR�ILYH�\HDUV�DQG�ORQJHU�LQ
RUGHU� WR� WDNH� LQWR� DFFRXQW� WKH� QHFHVVDU\� VWUXFWXUDO� FKDQJHV�� 1HYHUWKHOHVV�
UHVXOWV� KDYH� EHHQ� YHU\� VORZ� LQ� FRPLQJ�� DQG� WKLV� KDV� SXW� SUHVVXUH� RQ� WKH
VWDELOL]DWLRQ� SURFHVV�� ,QWHUQDWLRQDO� PDUNHWV� KDYH� VHQVHG� WKLV� DPELYDOHQFH� LQ
$IULFDQ� DGMXVWPHQW� SURJUDPPHV��'HVSLWH�$IULFD
V�ZHDOWK� LQ� WHUPV� RI� SULPDU\
FRPPRGLWLHV�� FOLPDWLF� FRQGLWLRQV� DQG� ORZ� �LQWHUQDWLRQDO�� ODERXU� FRVWV
�IROORZLQJ� VXFFHVVLYH� FXUUHQF\� GHYDOXDWLRQV�� HVSHFLDOO\� LQ� (QJOLVK�VSHDNLQJ
$IULFD���WKH�IRUHLJQ�GRPHVWLF�LQYHVWPHQW�WKDW�LV�QHHGHG�WR�SURYLGH�WKH�ILQDQFLDO
EDFNLQJ� IRU� VWUXFWXUDO� FKDQJH� KDV� QRW� EHFRPH� DYDLODEOH�� 7KLV� KDV� PDGH� WKH
WUDQVLWLRQDO�FRVWV�HYHQ�PRUH�GLIILFXOW�WR�PDQDJH�

TABLE 1
EVOLUTION OF EMPLOYMENT IN THE FORMAL SECTOR IN SUB-SAHARAN

AFRICA DURING THE ADJUSTMENT PHASEa

1990 1995
Kenya 18.0 16.9b
Uganda 17.2 13.3
Tanzania 9.2 8.1
Zambia 20.7 18.0b

Zimbabwe 28.9 25.3
Note: aas a % of the active population; b1994.
Source: van der Hoeven and van der Geest (1999).

,Q� $VLD�� WKH� HPSOR\PHQW� H[SHULHQFHV� LQ� (DVW� DQG� 6RXWK� $VLD� KDYH� GLIIHUHG
VXEVWDQWLDOO\�� ,Q� (DVW� $VLD� WKHUH� KDV� EHHQ� VXVWDLQHG� KLJK� IRUPDO� VHFWRU
HPSOR\PHQW� JURZWK� LQ� PRVW� FRXQWULHV�� UHVXOWLQJ� LQ� LQFUHDVHV� LQ� UHDO
PDQXIDFWXULQJ� HPSOR\PHQW�� ,Q� 6RXWK� $VLD� WKHUH� DUH� VWURQJ� LQGLFDWLRQV� WKDW
HPSOR\PHQW� LQ� WKH� LQIRUPDO� VHFWRU� KDV� H[SDQGHG�� �6HH� ,/2�� ����� IRU� PRUH
GHWDLOV��

,Q�/DWLQ�$PHULFD�WKH�WUDQVLWLRQDO�FRVWV�RI�OLEHUDOL]DWLRQ�KDYH�EHHQ�KLJK��$V�/HH
������������SRLQWV�RXW�
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7KH�H[SHULHQFH�RI�&KLOH�LQ�WKH�HDUO\�����V�LOOXVWUDWHV�WKH�VHYHUH�HIIHFWV
RI�RYHUVKRRWLQJ�LQ�WHUPV�RI�VWDELOL]DWLRQ�SROLF\��2XWSXW�FRQWUDFWHG�E\
���SHU�FHQW�LQ���������DQG�XQHPSOR\PHQW�UHPDLQHG�DERYH����SHU�FHQW
IRU� �� \HDUV�� 6LPLODUO\� WKH� 0H[LFDQ� FULVLV� RI� �������� LOOXVWUDWHG� WKH
GHYDVWDWLQJ�HIIHFW�RI�ZURQJ�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLFLHV�

6WURQJ� UHFRYHU\� WRRN� SODFH� LQ� /DWLQ� $PHULFD� LQ� WKH� ����V�� ZLWK� DOPRVW� DOO
FRXQWULHV� VKRZLQJ� SRVLWLYH� *'3� JURZWK� UDWHV�� +RZHYHU�� XQOHVV� WKH� *'3
JURZWK�UDWH�LV�VXVWDLQDEOH�DQG�UREXVW�DW�OHYHOV�ZHOO�DERYH�ODERXU�IRUFH�JURZWK�
JURZWK�LQ�IRUPDO�VHFWRU�MREV�UHPDLQV�OLPLWHG��,/2��������VHH�DOVR�)DQHOOL�DQG
)UHQNHO�� ������$PDGHR� ������� ,Q� HIIHFW�� LQ�PRVW� FRXQWULHV� LQ� /DWLQ�$PHULFD
RQH�GHWHFWV�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�ZRUNHUV�LQ�WKH�LQIRUPDO�VHFWRU��ZKLFK
PDNHV�PDQ\�ZRUNHUV�XQGHUVWDQGDEO\�IHDUIXO�RI�IXUWKHU�OLEHUDOL]DWLRQ�PHDVXUHV
�7DEOH� ���� ,QYHVWLJDWLRQV� E\� WKH� ,/2�5HJLRQDO�2IILFH� FRQILUP� WKDW� JURZWK� LQ
IRUPDO�VHFWRU�MREV�LV�FRUUHODWHG�ZLWK�KLJK�HFRQRPLF�JURZWK��LUUHVSHFWLYH�RI�WKH
W\SH�RI�ODERXU�PDUNHW�UHJXODWLRQV�EHLQJ�DSSOLHG��,/2��������

TABLE 2
INFORMAL EMPLOYMENT IN LATIN AMERICA*

1990 1991 1992 1993 1994 1995 1996 1997
Latin America 51.6 52.4 53.0 53.9 54.9 56.1 57.4 57.7
Argentina 47.5 48.6 49.6 50.8 52.5 53.3 53.6 53.8
Brazil 52.0 53.2 54.3 55.5 56.5 57.6 59.3 60.4
Chile 49.9 49.9 49.7 49.9 51.6 51.2 50.9 51.3
Colombia 55.2 55.7 55.8 55.4 54.8 54.8 54.6 54.7
Mexico 55.5 55.8 56.0 57.0 57.0 59.4 60.2 59.4
Paraguay 61.4 62.0 62.2 62.5 68.9 65.5 67.9 59.4
Uruguay (Montevideo only) 36.3 36.7 36.6 37.0 37.9 37.7 37.9 37.1
Venezuela 38.8 38.3 37.4 38.4 44.8 46.9 47.7 48.1
Note: *as a % of the non-agricultural labour force.
Source: ILO (1998a).

��� &KDQJHV�LQ�ZDJH�VKDUHV�DQG�ZDJH�GLVWULEXWLRQ

$Q�LQFUHDVH�LQ�ZDJH�DQG�LQFRPH�LQHTXDOLW\�LV�DQRWKHU�SKHQRPHQRQ�ZKLFK�KDV
EHHQ� REVHUYHG� LQ�PDQ\� FRXQWULHV�� $PRQJ� WKRVH� FRXQWULHV� IRU� ZKLFK� UHOLDEOH
GDWD�DUH�DYDLODEOH�IRU�WKH�����V��LQFRPH�LQHTXDOLW\�LQFUHDVHG�LQ�IRXU�RI�WKH�HLJKW
FRXQWULHV� LQ� WKH� ORZHU� LQHTXDOLW\� EDQG�� LQ� HLJKW� RI� WKH� ��� FRXQWULHV� LQ� WKH
PHGLXP�LQHTXDOLW\�EDQG��DQG�LQ�VL[�RI�WKH�QLQH�FRXQWULHV�LQ�WKH�KLJKHU�LQFRPH
LQHTXDOLW\�EDQG��7DEOH����
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TABLE 3
GINI RATIOS AND PER CAPITA GROWTH IN SELECTED COUNTRIES,

1970s-90s

Gini Ratios Per Capita Growth

1970s 1980s 1990s 1980-90 1990-95
Taiwan 20.9 21.1 – – –
India 30.9 31.4 31.1 3.7 2.8
China – 31.5 36.2 8.7 11.7
Indonesia 36.6 33.4 33.1 4.3 5.9
Pakistan 35.5 33.4 – 3.2 1.7
Korea 36.1 35.6 – 8.2 6.2
Bangladesh 34.8 37.3 – 1.9 2.5
Jamaica* – 43.2 39.8 0.8 1.9
Côte d'Ivoire – 39.1 41.4 -3.7 -2.2
Singapore – 39.0 40.0 4.7 6.8
Uganda* – 33.0 41.0 0.7 3.5
Venezuela* 41.5 42.9 44.4 -1.6 0.2
Jordan* 40.8 36.1 40.7 -5.2 3.4
Sri Lanka 38.8 43.7 – 2.8 3.6
Tanzania* – 44.0 48.6 0.3 0.2
Tunisia 44.0 43.0 41.0 0.8 2.1
Philippines* 41.9 45.0 45.0 -1.6 0.0
Hong Kong 41.9 41.4 45.0 – –
Bahamas 48.2 44.4 43.0 – –
Costa Rica 46.1 45.1 – 0.2 3.0
Trinidad and Tobago 48.5 41.7 – -3.8 0.2
Thailand 41.9 47.4 50.1 5.9 7.2
Senegal* 49.0 45.1 54.1 0.2 3.0
Chile 48.0 51.0 50.3 2.5 5.7
El Salvador* 46.1 48.4 50.0 -0.8 3.9
Guatemala – 58.6 59.5 -2.0 2.8
Malaysia 51.5 48.0 – 2.6 6.4
Colombia 52.1 51.2 – 1.8 2.8
Honduras – 54.0 52.7 -0.6 0.5
Mexico* 55.0 52.7 57.0 -1.3 -0.7
South Africa 51.0 49.0 62.3 -0.9 -1-1
Brazil 57.0 58.7 60.6 0.5 1.0

Sources: Gini ratios: Bruno, Ravallion and Squire (1998); *UNU/WIDER database.3 GDP
per capita: World Bank (1997a), (1998).
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��7KDQNV�DUH�GXH�WR�6DPSVD�.LLVNL�IRU�SURYLGLQJ�WKH�GDWD�IURP�818�:,'(5�
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TABLE 4
SHARE OF WAGES IN VALUE ADDED*

1975-80 1980-85 1985-92
Argentina 21.4 19.2 19.1
Brazil 20.6 22.1 20.6
Chile 16.4 17.9 15.4
Colombia 20.1 19.4 15.4
Mexico 36.7 27.8 19.6
Panama 29.8 31.7 35.7
Peru 15.2 17.7 16.0
Venezuela 27.2 28.5 22.2
India 48.2 49.0 45.2
Pakistan 23.5 19.6 19.9
Sri Lanka 29.5 23.8 17.2
Hong Kong 52.4 54.3 56.9
Republic of Korea 27.0 27.2 27.6
Singapore 32.5 34.1 31.4
Indonesia 19.7 18.7 21.1
Malaysia 26.5 29.4 27.5
Thailand 23.5 22.8 25.5
Philippines 22.3 23.4 23.3
Ghana 19.2 16.0 13.8
Kenya 41.1 44.2 42.6
Zambia 26.2 26.4 25.8
Zimbabwe 43.7 42.6 33.3
Egypt 53.5 59.4 41.5
Morocco 53.6 51.0 39.2
Tunisia 48.5 45.7 41.4
Turkey 34.6 24.8 19.2
Note: *total remuneration of labour as a percentage of value added in manufacturing.
Source: Karshenas (1997).

&KDQJHV�LQ�LQFRPH�LQHTXDOLW\�DUH�LQ�WKHPVHOYHV�RIWHQ�ZRUULVRPH��DOWKRXJK�WKH\
PXVW�DOVR�EH�VHHQ�LQ�D�ZLGHU�SHUVSHFWLYH��)LUVW��VRPH�FRXQWULHV�VWDUW�IURP�D�ORZ
EDVH��,QFRPH�LQHTXDOLW\�LV�ORZ�LQ�PDQ\�$VLDQ�FRXQWULHV��DQG�VOLJKW�LQFUHDVHV�LQ
LQHTXDOLW\�� HVSHFLDOO\�ZKHQ� WKH\� DUH� DFFRPSDQLHG�E\� VWURQJ�JURZWK��PD\�QRW
UHVXOW�LQ�LQFUHDVHG�FRQFHUQ�E\�ZRUNHUV��6HFRQG��LQFRPH�LQHTXDOLW\�ILJXUHV�JLYH
RQO\�D�OLPLWHG�LQGLFDWLRQ�RI� WKH� LQHTXDOLWLHV� LQ�D�VRFLHW\��$�ULFK�SHUVRQ�LQ�RQH
FRXQWU\�ZKR�LV�SD\LQJ�IRU�DQ�H[SHQVLYH�PHGLFDO�WUHDWPHQW�PD\�LQ�IDFW�QRW�EH�VR
PXFK�PRUH�ZHOO�RII�WKDQ�D�SHUVRQ�RI�PRUH�PRGHUDWH�PHDQV�LQ�DQRWKHU�FRXQWU\
ZKHUH� WKH� VWDWH� FRYHUV� WKH� VDPH� WUHDWPHQW�� 1RQHWKHOHVV�� FKDQJHV� LQ� LQFRPH
LQHTXDOLW\�JHQHUDOO\�UHIOHFW�FKDQJHV�LQ�WKH�LQHTXLWLHV�LQ�D�VRFLHW\��DQG�WKH\�FDQ
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WKHUHIRUH� EH� LQGLFDWRUV� RI� WKH� VRFLDO� FOLPDWH� DQG� WKH� ZLOOLQJQHVV� RI� WKH
SRSXODWLRQ�WR�VXIIHU�WKURXJK�HFRQRPLF�WUDQVLWLRQV�

7KH�UHIRUP�SURFHVV�LQ�PDQ\�FRXQWULHV�KDV�FDXVHG�D�GHFOLQH�LQ� WKH�ZDJH�VKDUH
DQG�WKXV�ZHDNHQHG�WKH�SRVLWLRQ�RI�ZRUNHUV��7DEOH���SURYLGHV�WKH�ZDJH�VKDUH�LQ
PDQXIDFWXULQJ�LQGXVWULHV�IRU�D�ODUJH�QXPEHU�RI�GHYHORSLQJ�FRXQWULHV��)RU����RI
��� FRXQWULHV� WKH�ZDJH� VKDUH� GHFOLQHG� EHWZHHQ� WKH� HDUO\� ����V� DQG� WKH� HDUO\
����V��DQG�LQ�WKRVH�FRXQWULHV�ZKHUH�WKH�VKDUH�LQFUHDVHG�WKH�LQFUHDVH�ZDV�VOLJKW�
�7KH� (DVW� DQG� 6RXWKHDVW� $VLDQ� FRXQWULHV� ZHUH� WKH� PRVW� ZHOO� SHUIRUPLQJ� LQ
WHUPV�RI�XQFKDQJHG�ZDJH�VKDUH���7KH�VKLIW�WRZDUGV�SURILWV�KDV�OHG�WR�FKDQJHV�LQ
FRQVXPSWLRQ�SDWWHUQV�DQG�OLIH�VW\OHV�DQG�DGGHG�WR�LQHTXLWLHV��VHH�3LHSHU�������
,/2��������

7KH� GHFOLQLQJ� ZDJH� VKDUH� LV� SDUWO\� H[SODLQHG� E\� ZKDW� VRPH� FDOO� WKH� 
UDWFKHW
HIIHFW
�� $IWHU� DQ� HFRQRPLF� VKRFN� RU� D� ILQDQFLDO� FULVLV�� LW� KDV� EHHQ� ZHOO
HVWDEOLVKHG� WKDW� WKH� ZDJH� VKDUH� LQ� JURVV� QDWLRQDO� LQFRPH� GHFUHDVHV� �3DVWRU�
������� ,Q� WKH� ����V� VRPH� DXWKRUV�ZHUH� DUJXLQJ� WKDW� WKH� GHFOLQH� LQ� WKH�ZDJH
VKDUH�IROORZLQJ�WKH�HFRQRPLF�VKRFNV�ZDV�LQ�HIIHFW�WKH�FRQVHTXHQFH�RI�WKH�ZDJH
VKDUH� EHLQJ� WRR� KLJK� EHIRUH� WKH� FULVLV� GXULQJ� WKH� ����V�� 7KXV�� WKH\� SDUWO\
EODPHG� ODERXU� IRU� WKH� EXLOG�XS� WR� WKH� FULVLV�� +RZHYHU�� IXUWKHU� UHVHDUFK� KDV
HVWDEOLVKHG�WKDW�RQO\�LQ�D�PLQRULW\�RI�FDVHV�KDYH�ILQDQFLDO�FULVHV�EHHQ�FDXVHG�E\
WKH�ELGGLQJ�XS�RI�ZDJHV�DQG�ODERXU�VKDUHV��,Q�PRVW�FDVHV�WKH�FULVHV�KDYH�EHHQ
JHQHUDWHG�E\�H[WHUQDO�HYHQWV�RU�E\�WKH�UHQW�VHHNLQJ�EHKDYLRXU�RI�WKH�RZQHUV�RI
FDSLWDO��6LQFH�PDQ\�FRXQWULHV�KDYH�XQGHUJRQH�PRUH�WKDQ�RQH�FULVLV��WKH�GHFOLQH
RI�WKH�ZDJH�VKDUH�GXULQJ�D�FULVLV�DQG�WKH�SDUWLDO�UHFRYHU\�IROORZLQJ�LW�KDV�OHG�WR
VHFXODU�GHFOLQH�LQ�WKH�ZDJH�VKDUH��%DVHG�RQ�D�ODUJH�VDPSOH�RI�FRXQWULHV��'LZDQ
�������UHSRUWV�DQ�DYHUDJH�GURS�LQ� WKH�ZDJH�VKDUH�SHU�FULVLV�RI�����SHU�FHQW�RI
*'3�DQG�D�UHFRYHU\�RI�����SHU�FHQW�IROORZLQJ�WKH�FULVLV��OHDYLQJ�D�GHFOLQH�RI��
SHU� FHQW� RI� *'3�� *LYHQ� WKDW� PRVW� FRXQWULHV� KDYH� XQGHUJRQH� PRUH� WKDQ� RQH
FULVLV��WKH�FXPXODWLYH�GURS�LQ�WKH�ZDJH�VKDUH�RYHU�WKH�ODVW����\HDUV�LV�HVWLPDWHG
DW� ���� SHU� FHQW� RI� *'3�� )URP� WKH� ����V� WR� WKH� ����V�� WKH� ILJXUH� LQ� /DWLQ
$PHULFD�ZDV�DQ�HVSHFLDOO\�KLJK�����SHU�FHQW�RI�*'3�

$PVGHQ�DQG�YDQ�GHU�+RHYHQ� ������� WKHUHIRUH� FRQFOXGH� WKDW� 
IRUFLQJ� ILUPV� WR
UHVWUXFWXUH�XQGHU�WKH�KLJKO\�FRQWUDFWLRQDU\��DQG�GHVWDELOL]LQJ��FRQGLWLRQV�RI�WKH
����V�VW\PLHV�UDWKHU�WKDQ�VWLPXODWHV�FKDQJH
�DQG� 
LPSRUW�OLEHUDOL]DWLRQ��H[FHSW
IRU�LPSRUWV�GHVWLQHG�GLUHFWO\�RU�LQGLUHFWO\�IRU�XVH�LQ�PDQXIDFWXUHG�H[SRUWV��ZDV
QRW�JHQHUDOO\�DQ� LPSRUWDQW�PHDQV�RI� UHGXFLQJ�DQWL�H[SRUW�ELDV
��%DVHG�XSRQ�D
ODUJH� VDPSOH� RI� GHYHORSLQJ� FRXQWULHV�� WKH\� DUJXH� �S�� ����� WKDW�� 
*LYHQ� ZKDW
DSSHDUV� WR�KDYH�EHHQ�DQ�DEVHQFH�RI� WKRURXJK�JRLQJ� LQGXVWULDO� UHVWUXFWXULQJ� LQ
PRVW�QRQ�$VLDQ�GHYHORSLQJ�FRXQWULHV�LQ�WKH�����V��WKH�GHFDGH
V�GHFOLQH�LQ�UHDO
ZDJHV� DQG� LWV� IDOO� LQ� ZDJH� VKDUH� RI� YDOXH� DGGHG� VXJJHVW� WKDW� ZKDW� PDLQO\
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KDSSHQHG�LQ�WKH�PDQXIDFWXULQJ�VHFWRU�ZDV�D�GLVWULEXWLRQ�RI�LQFRPH�IURP�ODERXU
WR� FDSLWDO
�� 7KH\� H[SUHVV� WKH� IHDU� WKDW� 
ORZHU� ZDJHV� UDWKHU� WKDQ� KLJKHU
SURGXFWLYLW\�PD\� KDYH� WR� EHDU� WKH� EXUGHQ� RI� FUHDWLQJ� FRPSHWLWLYHQHVV� LQ� WKH
����V�DV�D�UHVXOW�RI�XQVXFFHVVIXO�UHVWUXFWXULQJ�LQ�WKH�����V
�

TABLE 5
WAGE DISPERSION AND CHANGES IN REAL WAGES IN MANUFACTURING,

1975-9 TO 1987-91 ($)

Wage Dispersion Real Wage*
Singapore -12.5 58.5
Taiwan (China) -9.8 151.5
India -9.3 -2.5
Republic of Korea -8.2 116.9
Indonesia 4.7 -22
Philippines 7.4 12.5
Sri Lanka 8.2 -10.2
Pakistan 14.7 17.9
Malaysia 19.8 2.8
Thailand 49.2 29.5
Mauritius -25.1 -37.3
Zimbabwe -8.8 -32.2
South Africa 6.8 -7.4
Kenya 17.2 -40.4
Tanzania 38 -83.1
Colombia -5.3 -31.5
Uruguay 1.8 -3.9
Mexico 15.1 -44.5
Guatemala 25.3 -41.2
Peru 26.5 32.7
Argentina 26.5 -29.1
Panama 27.2 -17.1
Brazil 34.2 -15.5
Chile 55.4 -16.6
Note: *the value of the real wage is partly determined by exchange rate variations since it is
expressed in constant US dollars. Hence, these figures may not always be consistent with
the trends reported by national sources.
Source: ILO (1996).

$QRWKHU�UHODWHG�SKHQRPHQRQ�RI�WKH�SHULRG�RI�HFRQRPLF�UHIRUPV�LV�WKH�LQFUHDVH
LQ� ZDJH� LQHTXDOLW\�� 7KLV� SKHQRPHQRQ� JRHV� FRXQWHU� WR� WKH� WKHRU\� RI� LQFRPH
LQHTXDOLW\�� DGMXVWPHQW� DQG� WUDGH� OLEHUDOL]DWLRQ� ZKLFK� SUHGLFWV� GHFOLQLQJ
LQHTXDOLW\�� VLQFH� DGMXVWPHQW� DQG� WUDGH� OLEHUDOL]DWLRQ� VXSSRVHGO\� IDYRXU� WKH
SURGXFWLRQ� RI� JRRGV� E\� WKH� SURGXFWLRQ� IDFWRU� LQ� ZKLFK� D� FRXQWU\� KDV
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FRPSDUDWLYH� DGYDQWDJH�� WKLV� EHLQJ� XQVNLOOHG� ODERXU� LQ� PRVW� GHYHORSLQJ
FRXQWULHV� �%HUU\� HW� DO��� �������+RZHYHU�� WKH� HYLGHQFH� RIWHQ� GRHV� QRW� VXSSRUW
WKHVH� WKHRUHWLFDO� RXWFRPHV�� ,/2� ������� LQGLFDWHV�� IRU� H[DPSOH�� WKDW� LQ� PRVW
FRXQWULHV�WKDW�XQGHUZHQW�VWUXFWXUDO�DGMXVWPHQW�SURJUDPPHV�LQ�WKH�����V��ZDJH
GLVSHUVLRQ�LQFUHDVHG�DV�UHDO�ZDJHV�IHOO��7DEOH�����7KH�PHDVXUH�RI�GLVSHUVLRQ�LV
WKH� FRHIILFLHQW� RI� YDULDWLRQ�� ZKLFK� LV� WKH� VWDQGDUG� GHYLDWLRQ� RI� ZDJHV� LQ� WKH
PDQXIDFWXULQJ�VHFWRU�GLYLGHG�E\�WKH�RYHUDOO�PDQXIDFWXULQJ�ZDJH�


>,@QIRUPDWLRQ�RQ�ZDJH�LQHTXDOLW\�LQ�GHYHORSLQJ�FRXQWULHV�LV�VSDUVH�DQG�PL[HG
�
DUJXHV�WKH�:RUOG�%DQN���������
(YLGHQFH�IURP�(DVW�$VLD�VXSSRUWV�WKH�YLHZ�WKDW
JUHDWHU� RSHQQHVV� LQ� FRXQWULHV�ZLWK� DQ� DEXQGDQFH� RI� XQVNLOOHG� ODERXU� EHQHILWV
WKLV� W\SH�RI� ODERXU
�� EXW� 
HYHQ� IRU� WKHVH� FRXQWULHV� �� �� �� �� WKH�SLFWXUH� RI� UHODWLYH
ZDJHV� LV� PRUH� FRPSOH[�� UHIOHFWLQJ� WKH� LQWHUSOD\� RI� WKH� LQFUHDVH� LQ� UHODWLYH
GHPDQG� IRU� XQVNLOOHG� ODERXU� DQG� WKH� VXSSO\� RI� VNLOOHG� ODERXU
�� )RU� $IULFD

JUHDWHU�RSHQQHVV�DQG�SROLF\�FKDQJHV�LQ�WKH�����V�DUH�DVVRFLDWHG�ZLWK�UHFRYHU\
LQ�JURZWK� DQG� VRPH� UHGXFWLRQ� LQ� SRYHUW\�� EXW�ZLWK� DQ� LQFUHDVH� LQ� HTXDOLW\� LQ
VRPH�FDVHV
�


7KH�JHQHUDOO\�IDYRXUDEOH�YHUGLFW�RQ�(DVW�$VLD�LQ�WKH�����V�DQG�����V�KDV�EHHQ
EURXJKW�LQWR�TXHVWLRQ�E\�DQDO\VLV�RI�H[SHULHQFH�LQ�/DWLQ�$PHULFD�LQ�WKH�����V�

WKH�:RUOG�%DQN� ������� ���� FRQWLQXHV�� 
,Q� VRPH� FRXQWULHV� LQFUHDVHG�RSHQQHVV
KDV�EHHQ�DVVRFLDWHG�ZLWK�ZLGHQLQJ�ZDJH�GLIIHUHQWLDOV
�

7KH� IDFWV� WKXV� VHHP� WR� EH� FOHDU�� 'ULYHQ� E\� GLIIHUHQFHV� LQ� HDUQLQJV� EHWZHHQ
VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV��ZDJH�LQHTXDOLW\�KDV�LQFUHDVHG�HYHU\ZKHUH�H[FHSW
LQ� 6RXWKHDVW� $VLD�� 'LIIHUHQW� FRQFOXVLRQV� PD\� EH� GUDZQ� DERXW� WKLV� JURZLQJ
LQHTXDOLW\� LQ� ZDJHV�� KRZHYHU�� 2QH� FRQFOXVLRQ� LV� WKDW� OLEHUDOL]DWLRQ� KDV� QRW
DGYDQFHG� VXIILFLHQWO\� DQG� WKDW� GRPHVWLF� ODERXU� PDUNHW� FRQVWUDLQWV� KDYH
LQKLELWHG�WKH�PDUNHWV�IURP�SURILWLQJ�IURP�OLEHUDOL]DWLRQ��:RUOG�%DQN������E��
<HW��RQH�PLJKW�DOVR�FRQFOXGH�WKDW�WKH�OLEHUDOL]DWLRQ�SURFHVV�KDV�EHHQ�LQIOXHQFHG
E\�RWKHU�PHFKDQLVPV�WKDW�DUH�QRW�H[SODLQHG�E\�WKH�WUDGLWLRQDO�+HFNVKHU�2KOLQ
WKHRU\�ZKLFK�OLHV�DW�WKH�KHDUW�RI�WKHRULHV�RI�FRPSDUDWLYH�DGYDQWDJH��$OWHUQDWLYH
H[SODQDWLRQV� IRU� LQFUHDVHG� LQHTXDOLW\� LQWURGXFH� PRUH� WKDQ� WZR� FDWHJRULHV� RI
ODERXU��QDPHO\��QR�HGXFDWLRQ��EDVLF�HGXFDWLRQ�DQG�KLJKHU�HGXFDWLRQ��DQG�DUJXH
WKDW�� IRU� VXFFHVVIXO� H[SRUW� SURGXFWLRQ�� DW� OHDVW� EDVLF� HGXFDWLRQ� LV� QHFHVVDU\
DPRQJ�WKH�ZRUNIRUFH��%HUU\�HW�DO�������������2ZHQV�DQG�:RRG���������2WKHU
H[SODQDWLRQV� DUH� WKDW� PDQXIDFWXULQJ� WHQGV� WR� EH� GRPLQDWHG� E\� ODUJH� IRUPDO�
VHFWRU� FRPSDQLHV��ZKLFK�SD\�KLJKHU�ZDJHV� DQG�ZKLFK�KDYH�ZHDN� OLQNDJHV� WR
WKH� VPDOO�VFDOH� VHFWRU� �
JOREDOL]DWLRQ� DFFHQWXDWHV� WKH� GLVDGYDQWDJH� RI� VPDOO�
VFDOH�SURGXFHUV
���RU�WKDW�OLEHUDOL]DWLRQ�PDNHV�LW�HDVLHU� WR� LPSRUW�FDSLWDO�JRRGV
�HVSHFLDOO\� LI� H[FKDQJH� UDWHV� DUH� RYHUYDOXHG��� DQG� WKLV� LQFUHDVHV� SURGXFWLYLW\
DQG�UDLVHV�WKH�GHPDQG�IRU�VNLOOHG�ODERXU��81'3��������
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(VSHFLDOO\�LQ�/DWLQ�$PHULFD��ZDJH�LQHTXDOLW\�KDV�LQFUHDVHG�PRUH�WKDQ�KDV�WRWDO
LQHTXDOLW\�� 0RUOH\� ������� H[SODLQV� WKLV� WKURXJK� UHIHUHQFH� WR� WZR� RIIVHWWLQJ
IHDWXUHV�RI�FKDQJH�RYHU�WLPH��DQ�LPSURYHPHQW�LQ�WKH�HGXFDWLRQ�VWUXFWXUH�RI�WKH
ODERXU� IRUFH� DQG� WKH� HIIHFW� RI� WKLV� RQ� WKH� ODERXU� PDUNHW�� ,PSURYHPHQWV� LQ
HGXFDWLRQ�PRYH�SHRSOH�XS�WKH�GLVWULEXWLRQ�LQ�WKH�ODERXU�IRUFH��KHQFH�D�VPDOOHU
IUDFWLRQ� UHPDLQV� LQ� WKH� ERWWRP�� DQG� WKLV� UHGXFHV� LQHTXDOLW\�� +RZHYHU�� WKH
JUHDWHU� YDULDWLRQ� LQ� ZDJH� LQHTXDOLW\� FDXVHG� E\� UHIRUP� SROLFLHV� LQFUHDVHV� WKH
GLVWULEXWLRQ��ZKLFK�RIIVHWV�WKH�HTXDOL]LQJ�WHQGHQFLHV�RI�LPSURYHG�HGXFDWLRQ�

,9 /$%285�0$5.(7�32/,&<�&+$1*(6�'85,1*�5()250

,Q�D�VXUYH\�RI�WKH�OLWHUDWXUH�RQ�LQFRPH�LQHTXDOLW\�DQG�HDUQLQJV�LQ�LQGXVWULDOL]HG
FRXQWULHV�� *RWWVFKDON� DQG� 6PHHGLQJ� ������� FRPH� WR� WKH� IROORZLQJ� VW\OL]HG
FRQFOXVLRQV�DERXW�WKHVH�FRXQWULHV�

�� $W�DQ\�JLYHQ�WLPH�WKHUH�DUH�ZLGH�GLIIHUHQFHV�DFURVV�PRGHUQ�FRXQWULHV�LQ�WKH
OHYHO� RI� HDUQLQJV�� DQG� QDWLRQV� ZLWK� FHQWUDOL]HG� EDUJDLQLQJ� �IRU� H[DPSOH�
6ZHGHQ� DQG� *HUPDQ\�� KDYH� JUHDWHU� HTXDOLW\� WKDQ� QDWLRQV� ZLWK� OHVV
FHQWUDOL]HG�EDUJDLQLQJ��IRU�H[DPSOH��WKH�86�DQG�&DQDGD��

�� $OPRVW� DOO� LQGXVWULDOL]HG� FRXQWULHV� H[SHULHQFHG� VRPH� LQFUHDVH� LQ� ZDJH
LQHTXDOLW\�DPRQJ�SULPH�DJHG�PDOHV�GXULQJ�WKH�����V��EXW�WKH�GLIIHUHQFHV�LQ
WKH�WUHQGV�ZHUH�ODUJH��:DJH�LQHTXDOLW\�LQFUHDVHG�WKH�PRVW�LQ�WKH�86�DQG�WKH
8.�DQG�WKH�OHDVW�LQ�WKH�1RUGLF�FRXQWULHV�

�� 7KH�LQFUHDVHG�GHPDQG�IRU�VNLOOHG�ZRUNHUV��FRXSOHG�ZLWK�GLIIHUHQFHV�DPRQJ
FRXQWULHV� LQ� WKH� JURZWK� LQ� WKH� VXSSO\� RI� VNLOOHG�ZRUNHUV�� H[SODLQV� D� ODUJH
SDUW�RI�WKH�GLIIHUHQFHV�LQ�WKH�WUHQGV�LQ�UHWXUQV�WR�HGXFDWLRQ�DQG�H[SHULHQFH�

�� ,QVWLWXWLRQDO�FRQVWUDLQWV�RQ�ZDJHV�DOVR� VHHP� WR�PDWWHU��7KH� ULVH� LQ� UHODWLYH
XQHPSOR\PHQW�UDWHV�DPRQJ�WKH�OHDVW�VNLOOHG� LQ�VRPH��EXW�QRW�DOO��FRXQWULHV
ZLWK� FHQWUDOL]HG� ZDJH�VHWWLQJ� LQVWLWXWLRQV� VXJJHVWV� WKDW� VXFK� FRQVWUDLQWV
ZHUH�DW�OHDVW�SDUWLDOO\�UHVSRQVLEOH�IRU�OLPLWLQJ�WKH�ULVH�LQ�LQHTXDOLW\�

)RU� WKH� 86�� *RWWVFKDON� DQG� 6PHHGLQJ� H[SODLQ� WKH� UDSLG� ULVH� LQ� HDUQLQJV
LQHTXDOLW\�E\�UHIHUHQFH�WR�D�YDULHW\�RI�VWUXFWXUDO�FKDQJHV�LQ�WKH�HFRQRP\��VXFK
DV�FKDQJHV�LQ�LQGXVWULDO�VWUXFWXUH��PRUH�IRUHLJQ�WUDGH��PRUH�LPPLJUDWLRQ��VNLOO�
EDVHG�WHFKQLFDO�FKDQJH�DQG�WKH�ZHDNHQLQJ�LQ�LQVWLWXWLRQV�WKDW�OLPLW�WKH�PDUNHW
�D� IDOO� LQ� UHDO�PLQLPXP�ZDJHV�DQG�D�GHFOLQH� LQ�XQLRQL]DWLRQ���5HDO�PLQLPXP
ZDJHV�IHOO�E\����SHU�FHQW�LQ�WKH�86�GXULQJ�WKH�����V��$OWKRXJK�WKH�GHFOLQH�LQ
WKH�PLQLPXP�ZDJH�FDQQRW�H[SODLQ�WKH�LQFUHDVH�DW�WKH�WRS��PRVW�RI�WKH�FKDQJH�LQ
LQHTXDOLW\�LQ�WKH�86�UHIOHFWV�GHFOLQHV�DW�WKH�ERWWRP�RI�WKH�GLVWULEXWLRQ��6WXGLHV
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KDYH�IRXQG�WKDW�WKH�GHFOLQH� LQ�UHDO�PLQLPXP�ZDJHV�DFFRXQWHG�IRU� URXJKO\���
SHU�FHQW�RI�WKH�LQFUHDVH�LQ�WKH�GLVSHUVLRQ�LQ�ZDJH�UDWHV��,Q�WKHRU\��WKH�LPSDFW�RI
XQLRQL]DWLRQ� RQ�ZDJH�GLVSHUVLRQ� LV� DPELJXRXV�� VLQFH� XQLRQV� FDQ� LQFUHDVH� WKH
GLVSHUVLRQ� EHWZHHQ� XQLRQ� PHPEHUV� DQG� QRQ�XQLRQ� ZRUNHUV� WKURXJK� VSHFLDO
FRQWUDFWV�IRU�WKH�PHPEHUV��+RZHYHU��LQ�WKH�86��LW�LV�HVWLPDWHG�WKDW�WKH�GHFOLQH
LQ� XQLRQL]DWLRQ� DFFRXQWV� IRU� URXJKO\� ��� SHU� FHQW� RI� WKH� LQFUHDVH� LQ� PDOH
HDUQLQJV�� $OWKRXJK� VRPH� GRXEOH� FRXQWLQJ� PD\� RFFXU� ZKHQ� RQH� DGGV� XS� WKH
HIIHFW� RI� WKH� ORZHU� UHDO� PLQLPXP� ZDJHV� DQG� WKH� HIIHFW� RI� WKH� GHFOLQH� LQ
XQLRQL]DWLRQ�� VWXGLHV� FRQILUP� WKDW� WKHVH� WZR� ODERXU� PDUNHW� FKDUDFWHULVWLFV
H[SODLQ�D�ODUJH�SDUW��SRVVLEO\�HYHQ����SHU�FHQW��RI�WKH�LQFUHDVH�LQ�WKH�GLVSHUVLRQ
LQ�ZDJH�HDUQLQJV�LQ�WKH�86�

2WKHU�LQGXVWULDOL]HG�FRXQWULHV�DOVR�H[SHULHQFHG�ULVLQJ�ZDJH�LQHTXDOLW\��/RRNLQJ
IRU�FRPPRQ�IHDWXUHV�DQG�GLIIHUHQFHV�EHWZHHQ�WKH�86�DQG�(XURSHDQ�FRXQWULHV�
*RWWVFKDON� DQG� 6PHHGLQJ� ������� DUJXH� WKDW� GLIIHUHQFHV� LQ� ZDJH�VHWWLQJ
LQVWLWXWLRQV� PD\� ZHOO� DFFRXQW� IRU� VRPH� RI� WKH� GLIIHUHQFHV� LQ� WKH� JURZWK� LQ
LQHTXDOLW\�


7KHUH� LV�FHUWDLQO\�D�SULPD� IDFLH�FDVH� WKDW�FRXQWULHV�ZLWK�KLJK�XQLRQ�FRYHUDJH
RQ� FHQWUDOL]HG�ZDJH� VHWWLQJ�ZHUH� DEOH� WR� OLPLW� WKH� JURZWK� LQ� LQHTXDOLW\
�� WKH\
ZULWH��S�������

,W�LV�RI�LQWHUHVW�WR�WU\�WR�YHULI\�ZKHWKHU�FKDQJHV�LQ�ODERXU�PDUNHW�LQVWLWXWLRQV�LQ
GHYHORSLQJ� FRXQWULHV� KDYH�KDG� D� VLPLODUO\� ODUJH� LPSDFW� RQ� WKH�JURZLQJ�ZDJH
GLVSDULW\� LQ� WKHVH�FRXQWULHV�� ,Q�WKH�IROORZLQJ�VXEVHFWLRQV��ZH�WKHUHIRUH�UHYLHZ
VRPH� RI� WKH� FKDQJHV� LQ� ODERXU� PDUNHW� LQVWLWXWLRQV� LQ� GHYHORSLQJ� FRXQWULHV
�PLQLPXP�ZDJHV��XQLRQL]DWLRQ�DQG�EDUJDLQLQJ��HPSOR\PHQW�SURWHFWLRQ��SXEOLF
HPSOR\PHQW��DQG�KXPDQ�FDSLWDO�IRUPDWLRQ��

��� 0LQLPXP�ZDJHV

7KH�UHIRUP�SROLFLHV� LQ� WKH�����V�DQG�����V� OHG�WR�D�GHFOLQH� LQ� UHDO�PLQLPXP
ZDJHV�LQ�PDQ\�FRXQWULHV��,Q�6RXWKHUQ�$IULFD�WKH�UHDO�OHYHO�RI�PLQLPXP�ZDJHV
LQ�WKH�PLG�����V�ZDV����SHU�FHQW�RI�WKH�OHYHO�LQ�WKH�HDUO\�����V��7DEOH�����5HDO
PLQLPXP�ZDJHV�DOVR�GHFOLQHG�FRQVLGHUDEO\�LQ�/DWLQ�$PHULFD��ZKHUH�WKH�OHYHO
RI�UHDO�PLQLPXP�ZDJHV�LQ�WKH�HDUO\�����V�ZDV�DERXW����SHU�FHQW�RI�WKH�OHYHO�LQ
WKH�����V��DQG�DW�WKH�HQG�RI�WKH�����V�LW�ZDV�VWLOO�DW�WKH�ORZHU�OHYHO��7KHUH�DUH
YDULDWLRQV� DPRQJ� FRXQWULHV�� EXW� RQO\� &RORPELD� DQG� &RVWD� 5LFD� PDQDJHG� WR
NHHS� PLQLPXP� ZDJH� UDWHV� FRQVWDQW� RU� LQFUHDVLQJ� ZLWK� UHVSHFW� WR� WKH� ����
YDOXHV��:KLOH�WKH�UHDO�PLQLPXP�ZDJH�LQFUHDVHG�LQ�&KLOH� LQ� WKH�����V��E\� WKH
HQG�RI�WKH�GHFDGH�LW�ZDV�VWLOO�FRPSDUDEOH�WR�WKDW�LQ�������7DEOH����
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TABLE 6
INDEX OF REAL MINIMUM WAGES IN THREE AFRICAN COUNTRIES, 1987-94

(1982 = 100)

1987 1988 1989 1990 1991 1992 1993 1994
Kenya 85.0 – 78.0 85.0 74.0 64.0 59.0 55.0
Uganda 33.3 92.7 61.9 75.1 78.1 65.6 – –
Zimbabwe – – – 89.5 84.6 63.8 – –
Source: van der Hoeven and van der Geest (1999).

TABLE 7
INDEX OF URBAN REAL MINIMUM WAGES IN LATIN AMERICA, 1990-8

(1980 = 100)

1990 1991 1992 1993 1994 1995 1996 1997 Growth rate
1990-7

Argentinaa 40.2 52.9 45.3 70.0 81.1 78.4 78.3 78.0 9.9

Boliviaa 16.1 26.3 26.4 28.8 31.7 31.1 31.3 32.2 10.4
Brazila 55.4 64.8 56.5 63.9 60.8 67.1 68.9 73.2 4.1
Chilea 73.3 79.9 83.4 87.5 90.8 94.8 98.8 102.3 4.9
Colombiaa 105.7 103.5 101.8 104.6 102.8 102.4 101.5 103.8 -0.3
Costa Ricab 127.2 123.3 125.4 130.6 134.6 129.9 130.3 135.0 0.9
Ecuadora 33.9 30.9 33.0 37.8 41.1 49.5 52.3 50.5 5.9
El Salvadorb 33.9 34.6 29.2 35.9 37.3 36.8 33.5 32.0 -0.8
Guatemalab 108.7 99.5 87.5 78.4 74.7 89.3 88.4 80.9 -4.1
Haiti 71.4 67.0 56.8 50.2 39.0 – – – –
Hondurasb 81.9 83.5 100.1 100.9 82.8 80.2 79.5 78.3 -0.6
Mexicoa 42.0 39.6 38.3 37.8 37.7 33.3 30.5 30.1 -4.6
Panamab 98.4 97.1 95.5 107.2 105.8 105.6 111.4 110.0 1.6
Paraguaya 132.1 125.7 114.7 110.2 113.2 112.8 103.6 107.0 -3.0
Perua – 14.9 15.6 12.1 14.4 14.7 15.2 26.7 3.2
Domin. Rep.a 65.2 78.6 74.7 72.7 73.1 80.3 78.0 – –
Uruguaya 68.8 62.9 60.0 51.5 46.0 42.9 41.7 40.8 -7.2
Venezuelaa 55.2 61.5 70.2 50.8 52.7 53.7 45.9 39.9 -4.5
Averagec 68.4 69.3 67.5 68.4 67.8 70.8 69.9 70.0 0.3
Notes: aNational minimum wage. bLowest industrial minimum wage. cArithmetic average.
Source: ILO (1998a).

,/2������D��ILQGV�WKDW��LQ������LQ�/DWLQ�$PHULFD��WKH�PLQLPXP�ZDJH�LQ�KLJK�
PLQLPXP�ZDJH�FRXQWULHV�VWRRG�DW����SHU�FHQW�RI�WKH�LQGXVWULDO�ZDJH�DQG����SHU
FHQW�RI�WKH�ZDJH�LQ�LQIRUPDO�HQWHUSULVHV��ZKLOH�LQ�ORZ�PLQLPXP�ZDJH�FRXQWULHV
LW� VWRRG�DW����SHU� FHQW�RI� WKH� LQGXVWULDO�ZDJH�DQG����SHU� FHQW� RI� WKH�ZDJH� LQ
LQIRUPDO� HQWHUSULVHV�� ,Q� WKHRU\�� WKH� PLQLPXP� ZDJH� VKRXOG� FRYHU� DOO� SHRSOH
ZRUNLQJ�LQ�WKH�IRUPDO�VHFWRU��EXW�WKHUH�DUH�TXLWH�D�IHZ�H[FHSWLRQV��,Q�FRXQWULHV
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ZLWK�KLJK�PLQLPXP�ZDJHV�����SHU�FHQW�RI�WKH�ZDJH�HDUQHUV�LQ�WKH�IRUPDO�VHFWRU
ZHUH� UHFHLYLQJ� ZDJHV� EHORZ� WKH� PLQLPXP� ZDJH�� )RU� FRXQWULHV� ZLWK� D� ORZ
PLQLPXP�ZDJH��WKH�ILJXUH�ZDV����SHU�FHQW�

,W� KDV� EHHQ� DUJXHG� WKDW� WKH� H[LVWHQFH� RI� D� PLQLPXP� ZDJH� UHVXOWV� LQ� JUHDWHU
LQIRUPDOLW\�LQ�WKH�HFRQRP\��EXW�,/2������D��ILQGV�WKDW�WKH�UHDO�PLQLPXP�ZDJH
KDV�IDOOHQ�VR�PXFK�WKDW�WKLV�LV�QRW�WKH�FDVH�LQ�PRVW�FRXQWULHV�


>,@QFUHDVHV� LQ� WKH� PLQLPXP� ZDJHV� XS� WR� D� FHUWDLQ� OHYHO� �WZR�WKLUGV� RI� WKH
ZDJHV� RI� XQVNLOOHG� ZRUNHUV�� ZLOO� QRW� SURGXFH� VXEVWDQWLDO� LQFUHDVHV� LQ
LQIRUPDOLW\
�� DFFRUGLQJ� WR� WKH� ,/2� �����D��� 
+RZHYHU�� LQFUHDVHV� DERYH� WKDW
SRLQW�DUH�DVVRFLDWHG�ZLWK�DQ�LQFUHDVH�RI�����SHUFHQWDJH�SRLQWV�>LQ�WKH�VKDUH�RI@
ZRUNHUV�LQ�WKH�LQIRUPDO�VHFWRU
��$PRQJ�WKH�SRRUHVW����SHU�FHQW�RI�KRXVHKROGV�
,/2�ILQGV�QR�FRUUHODWLRQ�EHWZHHQ�XQHPSOR\PHQW�DQG�WKH�UDWLR�RI�WKH�PLQLPXP
ZDJH�LQ�XUEDQ�LQIRUPDO�VHFWRU�ZDJHV�

7KLV� FRUURERUDWHV� /XVWLJ� DQG� 0F/HRG� �������� ZKR�� ZRUNLQJ� ZLWK� DQ� ROGHU
GDWDEDVH�RQ�DERXW����FRXQWULHV��QRWH�
WKDW�PLQLPXP�ZDJH�LQFUHDVHV�RU�GHFOLQHV
PD\� EH� DVVRFLDWHG� ZLWK� GHFOLQHV� RU� LQFUHDVHV� LQ� SRYHUW\� UDWHV� LQ� GHYHORSLQJ
FRXQWULHV
��7KLV�ILQGLQJ�LV�FRQVLVWHQW�IRU�KLJK�DQG�ORZ�SRYHUW\�OLQHV�LQ�FRXQWULHV
ZKLFK� DUH� JURZLQJ� RU� FRQWUDFWLQJ� DQG� FDQ� EH� WLHG� WR� VRPH� RWKHU� FRXQWU\
FKDUDFWHULVWLFV� DV�ZHOO�� /XVWLJ� DQG�0F/HRG� FRQFOXGH� WKDW� D� UHGXFWLRQ� LQ� UHDO
PLQLPXP�ZDJHV�KXUWV�WKH�SRRU�LQ�WKH�VKRUW�UXQ��7KH\�DGG�WKDW�WKHLU�DQDO\VLV�LV
VWDWLF� DQG� WKDW� WKH\� FDQ� WKHUHIRUH� QRW� GHWHUPLQH� ZKHWKHU� LQFUHDVHV� LQ� UHDO
PLQLPXP� ZDJHV� WHQG� WR� UDLVH� XQHPSOR\PHQW� DQG� UHGXFH� HIILFLHQF\� �DV� LV
DUJXHG�IRU�VRPH�(XURSHDQ�FRXQWULHV��VHH�2(&'���������:LWK�D�QHJDWLYH�HIIHFW
RQ�JURZWK�� UHDO�PLQLPXP�ZDJH�GHFOLQHV� FRXOG�KXUW� WKH� SRRU� LQ� WKH� ORQJ� UXQ�
5DPD� ������� DUJXHV� WKDW� WKH� FRVW� RI� PLQLPXP� ZDJHV� LQ� WHUPV� RI� HFRQRPLF
JURZWK� LV� QRW� VLJQLILFDQW�� ,Q� D� VXUYH\� RI� ODERXU�PDUNHW� SROLFLHV� IRU� WKH� ,0)�
$JpQRU� ������� DOVR� DUJXHV� WKDW� WKH� H[LVWHQFH� RI� PLQLPXP� ZDJHV� KDV� QR
GLVWXUELQJ�HIIHFW�RQ�WKH�FUHDWLRQ�RI�HPSOR\PHQW�LQ�GHYHORSLQJ�FRXQWULHV�

)RU� /DWLQ� $PHULFD�� 0DUTXH]� DQG� 3DJHV� ������� ILQG� WKDW� WKH� H[LVWHQFH� RI
PLQLPXP�ZDJHV�LQ�$UJHQWLQD��%ROLYLD��&KLOH�DQG�3HUX�GR�QRW�DIIHFW�WKH�ZDJH
GLVWULEXWLRQ� LQ�ZD\V� WKDW� OHDG� WR� KLJKHU� XQHPSOR\PHQW�� ,Q� %UD]LO�� &RORPELD�
&RVWD� 5LFD� DQG� 9HQH]XHOD�� WKHUH� LV� VRPH� HYLGHQFH� WKDW� PLQLPXP� ZDJHV
LQIOXHQFH� WKH� ZDJH� GLVWULEXWLRQ�� EXW� WKDW� WKH� LPSDFW� LV� PDLQO\� UHVWULFWHG� WR
\RXQJ�ZRUNHUV�DQG�ZRPHQ��0DUTXH]�DQG�3DJHV�FRXOG� LGHQWLI\�QR�FDXVDO� OLQN
ZLWK� XQHPSOR\PHQW�� DOWKRXJK� WKH\� DUJXH� WKDW� KLJKHU� XQHPSOR\PHQW� UDWHV
DPRQJ� \RXWK� DQG� ZRPHQ� ZRUNHUV� PLJKW� EH� GXH� WR� WKH� IDFW� WKDW� D� KLJKHU
SURSRUWLRQ�RI�WKHVH�JURXSV�UHFHLYHV�PLQLPXP�ZDJHV�
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,Q�D�PRUH�UHFHQW�VWXG\�RQ�D�GDWDVHW�RI����GHYHORSLQJ�FRXQWULHV�WKURXJK�ZKLFK
WLPH�VHULHV� GDWD� RQ� QRPLQDO� DQG� UHDO� PLQLPXP� ZDJHV� FRXOG� EH� FRQVWUXFWHG�
6DJHW���������FRQWUROOLQJ�IRU�WKH�OHYHO�RI�*'3��UHJLRQ�DQG�DYHUDJH�ZDJH��ILQGV
WKDW� FKDQJHV� LQ� WKH� UDWLR� RI� WKH�PLQLPXP�ZDJH� WR� WKH� DYHUDJH�ZDJH� GLG� QRW
KDYH� DQ\� VLJQLILFDQW� HIIHFW� RQ� WKH� HPSOR\PHQW�SRSXODWLRQ� UDWLR�� 6DJHW� ILQGV
DOVR� WKDW� GHFOLQHV� LQ� UHDO�PLQLPXP�ZDJHV� LQFUHDVHV� WKH� QXPEHU� RI� SHRSOH� LQ
SRYHUW\�DFFRUGLQJ�WR�QDWLRQDO�GHILQLWLRQV��7KHVH�UHVXOWV�UHPDLQ�VLJQLILFDQW�DIWHU
RQH�FRQWUROV�IRU�WKH�OHYHO�RI�GHYHORSPHQW�DQG�IRU�UHJLRQ��6LQFH�LW�FDQ�EH�DUJXHG
WKDW� LQ� GHYHORSLQJ� FRXQWULHV� PLQLPXP�ZDJH� HDUQHUV� EHORQJ� WR� WKH� DEVROXWH
SRRU��6DJHW�KDV�DSSOLHG�D�PRUH�UHVWULFWLYH�GHILQLWLRQ�WKDQ�WKH�QDWLRQDO�GHILQLWLRQ
RI� SRYHUW\� �ZKLFK� XVXDOO\� UHODWHV� SRYHUW\� OHYHOV� WR� D� IUDFWLRQ� RI� WKH� PHGLDQ
LQFRPH��E\�XVLQJ� WKH����D�GD\�FULWHULRQ��7KH� UHVXOWV�RI� WKH� UHJUHVVLRQ�GR�QRW
FKDQJH��VWLOO�LQGLFDWLQJ�WKDW�D�KLJKHU�PLQLPXP�ZDJH�LV�FRUUHODWHG�ZLWK�D�ORZHU
SHUFHQWDJH�RI�WKH�SRSXODWLRQ�LQ�SRYHUW\�

��� &KDQJHV�LQ�EDUJDLQLQJ�SRZHU

$GMXVWPHQW�DQG�OLEHUDOL]DWLRQ�DUH�OHDGLQJ�WR�PRUH�LQWHQVH�FRPSHWLWLRQ�DQG�DUH
JHQHUDWLQJ�SUHVVXUHV�WR�UHGXFH�ZDJHV�DQG�ODERXU�VWDQGDUGV�DURXQG�WKH�ZRUOG�DV
WKH� EDUJDLQLQJ� SRVLWLRQ� RI� ODERXU� LV� EHLQJ� ZHDNHQHG�� $V� ,/2� ������� KDV
SRLQWHG�RXW��WKH�XQGHUO\LQJ�UHDVRQV�IRU�WKLV�DUH��ILUVW��WKDW�WKH�GHPDQG�IRU�ODERXU
EHFRPHV� PRUH� HODVWLF� ZKHQ� WKH� ODERXU� PDUNHW� EHFRPHV� PRUH� H[SRVHG� WR
IRUHLJQ�FRPSHWLWLRQ�DQG��VHFRQG�� WKDW� WKH�FDSDFLW\�RI�JRYHUQPHQWV� WR� UHJXODWH
ODERXU�PDUNHWV�LV�ZHDNHQLQJ�LQ� WKH�IDFH�RI�KHLJKWHQHG�LQWHUQDWLRQDO�HFRQRPLF
FRPSHWLWLRQ��+RZHYHU��LW�LV�QRW�\HW�FOHDU�KRZ�VWURQJ�WKHVH�IRUFHV�DUH��HVSHFLDOO\
JLYHQ� WKH� IDFW� WKDW� LQ�PDQ\� FRXQWULHV� WKH� SDUW� RI� WKH� ODERXU�PDUNHW� ZKLFK� LV
H[SRVHG�WR�IRUHLJQ�FRPSHWLWLRQ�LV�YHU\�VPDOO��LQ�LQGXVWULDOL]HG�FRXQWULHV��ZKHUH
��� SHU� FHQW� RI� ZRUNHUV� DUH� HQJDJHG� LQ� VHUYLFH� LQGXVWULHV�� DQG� LQ� GHYHORSLQJ
FRXQWULHV��ZKHUH�ZRUNHUV�LQ�WUDGDEOH�LQGXVWULHV�DUH�VWLOO�D�PLQRULW\�LQ�WKH�ODERXU
IRUFH��

<HW�� RQH� QRWLFHV� D� JHQHUDO� GHFOLQH� LQ� WUDGH� XQLRQ�PHPEHUVKLS� �,/2�� ����E��
7KH�GHFOLQH�LV�QRW�XQLIRUP��EXW�DSSHDUV�WR�EH�RFFXUULQJ�LUUHVSHFWLYH�RI�WKH�W\SH
RI� LQGXVWULDO� UHODWLRQ� V\VWHP� SUHYDLOLQJ�� 6XEVWDQWLDO� GHFOLQHV� KDYH� EHHQ
ZLWQHVVHG�LQ�VRPH�$IULFDQ�DQG�/DWLQ�$PHULFDQ�FRXQWULHV��7DEOH�����ZKHUH�PRVW
RI�WKH�ODERXU�IRUFH�LV�QRW�FRYHUHG�E\�FROOHFWLYH�DJUHHPHQWV�

,Q�WKH�OLWHUDWXUH��WKHUH�DUH�GLYHUJHQW�RSLQLRQV�RQ�WKH�HIIHFWV�RI�JOREDOL]DWLRQ�RQ
WKH� UROH� RI� VRFLDO� SDUWQHUV� DQG�� SDUWLFXODUO\�� RQ� XQLRQL]DWLRQ�� 6RPH� REVHUYHUV
VHH�D�KLJK�XQLRQL]DWLRQ�UDWH�DV� LQGLFDWLYH�RI� ODERXU�PDUNHW�GLVWRUWLRQV�� LW�PD\
RFFXU� WKDW� VLJQLILFDQW� ODERXU� PDUNHW� GLVWRUWLRQV� UHTXLUH� JRYHUQPHQWV� WR
PDLQWDLQ� D� KLJK� GHJUHH� RI� H[WHUQDO� SURWHFWLRQ�� OHDGLQJ� WR� VORZHU� JURZWK� DQG
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VORZHU�HPSOR\PHQW�FUHDWLRQ��:RUOG�%DQN���������+RZHYHU��,/2������������E�
DQG�5RGULN��������DUJXH�WKDW�XQGHUWDNLQJ�DGMXVWPHQW�DQG�OLEHUDOL]DWLRQ�WKURXJK
WKH�GHVWUXFWLRQ�RI�WUDGH�XQLRQV�LV�YHU\�VKRUWVLJKWHG�DQG�FRXQWHUSURGXFWLYH�LQ�WKH
ORQJ�UXQ�EHFDXVH�WUDGH�XQLRQV�FRQWULEXWH�WR�VRFLDO�FRKHVLRQ��ZKLFK�LV�QHFHVVDU\
LI�JOREDOL]DWLRQ�LV�WR�EH�VXFFHVVIXO�

TABLE 8
TRADE UNION DENSITY AND COLLECTIVE BARGAINING COVERAGE RATES

IN SELECTED COUNTRIES

Trade Union Density
(non-agricultural)

Change, Trade Union
Density (%)

Collective Bargaining
Coverage Rate

Ghana 26.0 – 25.0
Kenya 17.0 -60.0 35.0
Mauritius 26.0 -25.0 40.0
Nigeria 17.0 – 40.0
Swaziland 19.0 – 25.0
Uganda 4.0 – 25.0
Zambia 13.0 -33.0 30.0
Zimbabwe 14.0 +20.0 25.0
China 55.0 -8.0 15.0
India 5.0 -18.0 2.0
Malaysia 12.0 -13.0 2.0
Philippines 23.0 +24.0 4.0
Taiwan (China) 28.0 -8.0 4.0
Thailand 3.0 -7.0 27.0
Argentina 25.0 -50.0 73.0
Bolivia 16.0 – 11.0
Chile 16.0 +37.0 13.0
Honduras 5.0 – 13.0
Panama 14.0 – 16.0
Uruguay 12.0 -14.0 27.0
Source: ILO (1997b).


>7@KH� HIILFLHQF\� EHQHILWV� DUH� UHDSHG� RQO\� WR� WKH� H[WHQW� WKDW� HPSOR\PHQW
H[SDQGV� LQ� LQGXVWULHV� LQ� ZKLFK� DUWLILFLDOO\� KLJK� ZDJHV� SUHYLRXVO\� NHSW
HPSOR\PHQW�EHORZ�HIILFLHQW�OHYHOV
��5RGULN������������DUJXHV�IXUWKHUPRUH��DQG

WKH� ILUVW� RUGHU� HIIHFWV� RI� WUDGH� DSSHDUV� WR� KDYH� EHHQ� D� UHGLVWULEXWLRQ� RI� WKH
HQWHUSULVH� VXUSOXV� WRZDUGV� HPSOR\HUV� UDWKHU� WKDQ� WKH� HPSOR\PHQW� RI� WKDW
VXUSOXV
��DV�ZDV�GHPRQVWUDWHG�E\�$PVGHQ�DQG�YDQ�GHU�+RHYHQ��������WR�KDYH
EHHQ� WKH� FDVH� LQ� PDQ\� GHYHORSLQJ� FRXQWULHV� LQ� WKH� ����V��� $GMXVWPHQW� DQG
OLEHUDOL]DWLRQ� VKRXOG� DOVR� DLP� DW� LQFUHDVLQJ� VRFLDO� FRKHVLRQ�� 1HZ� IRUPV� RI
FROOHFWLYH� EDUJDLQLQJ� WKDW� LQFOXGH� D� JUHDWHU� IRFXV� RQ� UHVSRQVLELOLW\� IRU� ZDJH
DGMXVWPHQWV�DQG�HPSOR\PHQW�FUHDWLRQ�DW� WKH�FHQWUDO�� VHFWRUDO�DQG�SODQW� OHYHOV�
DV�,/2��������FDUHIXOO\�DUJXHV��FDQ�FRQWULEXWH�JUHDWO\�WRZDUGV�LPSURYHG�VRFLDO
FRKHVLRQ�
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/LEHUDOL]HG�WUDGLQJ�UHJLPHV�������KDYH�VR�IDU�EHHQ�DVVRFLDWHG�ZLWK�WKH�UHGXFWLRQ
RI�ZRUNHUV
�ULJKWV�DQG�WKH�FRQFHQWUDWLRQ�RI�ZHDOWK
��:HHNV��������REVHUYHV�IRU
/DWLQ�$PHULFD�� ,I� WKLV� LV� WR�FKDQJH��D�KHDOWK\� ODERXU�PRYHPHQW� LV� UHTXLUHG� WR
HQVXUH�HIIHFWLYH�FROOHFWLYH�EDUJDLQLQJ�

&RUWD]DU��/XVWLJ�DQG�6DERW��������GHVFULEH�ODERXU�UHODWLRQV�LQ�/DWLQ�$PHULFD�DV
FRQIURQWDWLRQDO�� ZLWK� D� QRQ�HQFRPSDVVLQJ� HOLWH� ZKLFK� FRXOG� ILQG� DJUHHPHQW
ZLWK�ODERXU�XQLRQV�LQ�SURWHFWHG�LQGXVWULHV��KRZHYHU��ZLWK�WKH�RSHQLQJ�XS�RI�WKH
HFRQRP\�� WKLV� KDV� EHFRPH� LPSRVVLEOH�� 7KH� DXWKRUV� WKHUHIRUH� VXJJHVW� WKDW
FROOHFWLYH� EDUJDLQLQJ� VKRXOG� EH� GHFHQWUDOL]HG� DQG� WKDW� WKH� VHYHUDQFH� SURFHVV
DQG� VHYHUDQFH� SD\PHQWV� VKRXOG� EH� UHIRUPHG� WR� IRVWHU�PRUH� IOH[LELOLW\�� 7KHVH
UHFRPPHQGDWLRQV� UXQ� FRXQWHU� WR� UHFHQW� H[SHULHQFHV� LQ� VPDOO� (XURSHDQ
FRXQWULHV� ZKHUH� FHQWUDOL]HG�� QDWLRQDO�OHYHO� DJUHHPHQWV� RQ� ZDJHV�� VRFLDO
VHFXULW\�� GLVDELOLW\� EHQHILWV� DQG� XQHPSOR\PHQW� FRPSHQVDWLRQ� KDYH� SHUPLWWHG
WKH�XQLRQV�WR�DGRSW�SRVLWLRQV�IDYRXULQJ�PRUH�MRE�IOH[LELOLW\��ZKLOH�PDLQWDLQLQJ
HPSOR\PHQW�DQG�LQFRPH�VHFXULW\��(PSKDVL]LQJ�GHFHQWUDOL]HG�ZDJH�EDUJDLQLQJ
DQG�DEROLVKLQJ�MRE�H[LW�RSWLRQV�WKURXJK�WKH�PDLQWHQDQFH�RI�D�V\VWHP�RI�VRFLDO
VHFXULW\�IRU�ZRUNHUV�ZLOO�LQFUHDVH�IHHOLQJV�RI�LQVHFXULW\�DQG�EORFN�SURFHVVHV�RI
FKDQJH�� 6FKXOW]� ������� DOVR� DUJXHV� WKDW� FHQWUDOL]HG� ZDJH� EDUJDLQLQJ�� LI
FRPELQHG� ZLWK� D� V\VWHP� RI� QRQ�DGYHUVDULDO� ODERXU� UHODWLRQV�� FDQ� LQIOXHQFH
GHFLVLRQ�PDNLQJ� VR� DV� WR�KHOS� UHGXFH� UHDO�ZDJHV�GXULQJ�SHULRGV� RI� HFRQRPLF
VKRFN�

5HFHQW�UHVHDUFK��,/2��������LQGLFDWHV�WKDW�WKHUH�LV�D�VWURQJ�LQYHUVH�UHODWLRQVKLS
EHWZHHQ�FRQVXPHU�SULFH�LQIODWLRQ�DQG�WKH�FRRUGLQDWLRQ�RI�FROOHFWLYH�EDUJDLQLQJ�
,Q� FRXQWULHV� ZLWK� D� ORZ� GHJUHH� RI� FRRUGLQDWLRQ� LQ� FROOHFWLYH� EDUJDLQLQJ
FRQVXPHU�SULFH�LQIODWLRQ�ZDV�RYHU�����SHU�FHQW�LQ����������ZKLOH�LQ�FRXQWULHV
ZLWK� D�PRGHUDWH� GHJUHH� RI� FRRUGLQDWLRQ� DYHUDJH� LQIODWLRQ�ZDV� DURXQG� ��� SHU
FHQW��DQG�LQ�FRXQWULHV�ZLWK�D�KLJK�GHJUHH�RI�FRRUGLQDWLRQ�DYHUDJH�LQIODWLRQ�ZDV
EHORZ���SHU�FHQW�

)XUWKHUPRUH�� WKH� FRUUHODWLRQ� EHWZHHQ� LQFRPH� LQHTXDOLW\� DQG� FRRUGLQDWLRQ� LQ
FROOHFWLYH� EDUJDLQLQJ� KDV� EHHQ� IRXQG� WR� EH� QHJDWLYH� �VLJQLILFDQW� DW� WKH� �� SHU
FHQW� OHYHO��� &RXQWULHV� ZLWK� D� KLJK� GHJUHH� RI� FRRUGLQDWLRQ� LQ� FROOHFWLYH
EDUJDLQLQJ�KDG�DQ�DYHUDJH�*LQL�UDWLR�VOLJKWO\�EHORZ������ZKLOH�FRXQWULHV�ZLWK�D
ORZ�GHJUHH�RI�FRRUGLQDWLRQ�KDG�DQ�DYHUDJH�*LQL�UDWLR�RYHU������

��� (PSOR\PHQW�SURWHFWLRQ

/LWWOH�UHVHDUFK�KDV�EHHQ�FDUULHG�RXW�RQ�WKH�HIIHFWV�RI�HPSOR\PHQW�SURWHFWLRQ�RQ
XQHPSOR\PHQW�DQG�SRYHUW\�UDWHV��5HVHDUFK�LQ�2(&'�FRXQWULHV�RQ�WKH�UHOHYDQW
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HIIHFWV�RQ�HPSOR\PHQW� LV�PDLQO\� LQFRQFOXVLYH��%HUWROD���������DOWKRXJK�VRPH
KDYH�IRXQG�WKDW�SURWHFWLRQ�UHGXFHV�VKRUW�WHUP�XQHPSOR\PHQW��EXW�PD\�LQFUHDVH
ORQJ�UXQ�XQHPSOR\PHQW�DPRQJ�FHUWDLQ�JURXSV��0LWFKHOO��������+RZHYHU��PRVW
UHVHDUFK�LQ�WKH�2(&'�LV�WLHG�WR�LQYHVWLJDWLRQV�UHO\LQJ�RQ�ZHDN�HYLGHQFH��ZKLFK
LV� IXUWKHU�ZHDNHQHG�E\� WKH� UDSLG�GHFOLQH� LQ�XQHPSOR\PHQW� LQ����������� WKDW
UHVXOWHG� IURP� WKH� IDYRXUDEOH� PDFURHFRQRPLF� VLWXDWLRQ� UDWKHU� WKDQ� IURP� WKH
HIIHFW� RI� SURWHFWLRQ� RQ�SRYHUW\� DQG� LQHTXDOLW\���$� VWXG\� E\� (VSLQJ�$QGHUVHQ
������� ILQGV� WKDW� OLEHUDOL]LQJ� PHDVXUHV� KDYH� LQFUHDVHG� WKH� YXOQHUDELOLW\� RI
SRRUHU�JURXSV�

$�FURVV�FRXQWU\� VWXG\�XVLQJ�SDQHO� GDWD� ILQGV� D� QHJDWLYH� UHODWLRQVKLS�EHWZHHQ
HPSOR\PHQW�SURWHFWLRQ�DQG�HPSOR\PHQW�UDWHV�LQ�WKH�FRXQWULHV�RI�/DWLQ�$PHULFD
�0DUTXH]� DQG� 3DJHV�� ������� +RZHYHU�� ZKHQ� *'3� SHU� FDSLWD� LV� DGGHG� DV� D
FRQWURO�YDULDEOH��WKH�UHODWLRQVKLS�LV�QR�ORQJHU�IRXQG�WR�EH�VLJQLILFDQW��DV�ORZHU
*'3�LV�SRVLWLYHO\�FRUUHODWHG�ZLWK�ORZHU�HPSOR\PHQW�SRSXODWLRQ�UDWHV�

$OWKRXJK�PRVW� SROLF\� GLVFRXUVH� SRLQWV� WR� WKH� QHHG� WR� FKDQJH� WKH� UHJXODWLRQV
UHJDUGLQJ� MRE�GLVPLVVDO�DQG� WR� HPSOR\�PRUH� IOH[LEOH� FRQWUDFWV�� D�PDMRU� VWXG\
�0DUVKDOO�� ������ VHH� DOVR� 7DEOH� ��� ILQGV� WKDW� GLIIHUHQFHV� DPRQJ� ODERXU
SURWHFWLRQ� UHJLPHV� DUH� QRW� UHIOHFWHG� LQ� WKH� FRPSDUDWLYH� SHUIRUPDQFH� LQ
PDQXIDFWXULQJ�LQ�/DWLQ�$PHULFDQ�FRXQWULHV�

TABLE 9
LEGAL LABOUR PROTECTION REGIMES IN LATIN AMERICA

Dismissal Temporary Contracts
Argentina I P
Brazil P R
Mexico R R
Colombia I/R P
Chile P I
Peru R P
Uruguay P I
Notes: P = permissive, I = intermediate, R = restrictive.
Source: Marshall (1994).


$JDLQVW� RWKHU� GRPHVWLF� DQG� LQWHUQDWLRQDO� GHWHUPLQDQWV� RI� PDQXIDFWXULQJ
SHUIRUPDQFH��LQFOXGLQJ�ZDJHV��LQGLYLGXDO�ODERXU�ODZ�SOD\HG�D�PLQRU�UROH��LI�LW
SOD\HG�RQH�DW�DOO
�� WKH�VWXG\�ILQGV�� 
7KH�SUHVHQW�VWXG\�FRQILUPV�WKDW� WKH�QRWLRQ
XQGHUO\LQJ�FXUUHQW�SROLF\�SURSRVDOV�LQ�VRPH�/DWLQ�$PHULFDQ�FRXQWULHV��QDPHO\
WKDW� IOH[LELOL]DWLRQ� RI� GLVPLVVDOV� DQG� HPSOR\PHQW� FRQWUDFWV� LV� VXIILFLHQW� WR
LPSURYH�HFRQRPLF�SHUIRUPDQFH�LV�D�JURVV�PLVFRQFHSWLRQ
�
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��� 3XEOLF�VHFWRU�HPSOR\PHQW�DQG�HPSOR\PHQW�FRQGLWLRQV

8QGHU� UHIRUP��SXEOLF� VHFWRU� HPSOR\PHQW�KDV� IDOOHQ��7KH� ILJXUHV� IRU�(DVW� DQG
6RXWKHUQ�$IULFD�VKRZ�D�GHFUHDVH�LQ�WKH�SHUFHQWDJH�RI�SXEOLF�VHFWRU�ZRUNHUV�LQ
WKH� WRWDO� ODERXU� IRUFH��7KH�GHFOLQHV�KDYH�EHHQ�GUDVWLF� LQ�8JDQGD� DQG�=DPELD
DQG� OHVV� VXEVWDQWLDO� LQ�.HQ\D� DQG�7DQ]DQLD��ZKLOH� LQ�=LPEDEZH� WKH� VKDUH� RI
SXEOLF�VHFWRU�HPSOR\PHQW� LQ� WKH� WRWDO� ODERXU� IRUFH�KDV� UHPDLQHG�PRUH�RU� OHVV
FRQVWDQW�DW�WKH�ORZHVW�OHYHO�DPRQJ�WKH�JURXS�RI�FRXQWULHV�LQ������

TABLE 10
TOTAL PUBLIC SECTOR EMPLOYMENT
(AS % OF THE TOTAL LABOUR FORCE)

Kenya Tanzania Uganda Zambia Zimbabwe
1990 8.3 5.4 6.4 17.2 4.2
1995 7.7 4.1 3.9 10.8 4.5
Source: van der Hoeven and van der Geest (1999).

3XEOLF�VHFWRU�HPSOR\PHQW�DOVR�IHOO�LQ�/DWLQ�$PHULFD��,Q����FRXQWULHV�WKH�VKDUH
RI�SXEOLF�HPSOR\PHQW�LQ�XUEDQ�HPSOR\PHQW�IHOO�IURP������SHU�FHQW�LQ������WR
����� SHU� FHQW� LQ� ������ ,Q� VHYHQ� RI� WKHVH� FRXQWULHV� SXEOLF� VHFWRU� HPSOR\PHQW
GURSSHG�LQ�DEVROXWH�WHUPV��/RUD�DQG�0DUTXH]��������

+DV�WKH�GHFOLQH�LQ�SXEOLF�VHFWRU�HPSOR\PHQW�KDG�D�SRVLWLYH�RU�D�QHJDWLYH�HIIHFW
RQ�SRYHUW\�DQG�LQFRPH�LQHTXDOLW\"�7KH�SRSXODU�SHUFHSWLRQ�LV�WKDW�FLYLO�VHUYDQWV
LQ�PRVW�GHYHORSLQJ�FRXQWULHV�DUH�QRW�YHU\�SURGXFWLYH��WKDW� WKH\�UHFHLYH�ZDJHV
DERYH�WKHLU�PDUJLQDO�UDWH�RI�UHWXUQ��DQG�WKDW� WKHUHIRUH�WKH\�DUH�ELGGLQJ�XS�WKH
ZDJH�VWUXFWXUH��+RZHYHU��UHFHQW�HYHQWV�KDYH�GUDVWLFDOO\�FKDQJHG�WKLV�SLFWXUH��$
ODUJH� SRUWLRQ�RI�SXEOLF� VHUYDQWV� DUH�SULPDU\� VFKRRO� WHDFKHUV� DQG� DUH� QRW�ZHOO
SDLG�� DQG� WKH� ORZHU� HFKHORQV� RI� SXEOLF� VHUYDQWV� KDYH� RIWHQ� EHHQ� VXEMHFW� WR
GLVPLVVDOV�� )UHTXHQWO\�� LQ� WKH� FDVH� RI� $IULFD� DQG� /DWLQ� $PHULFD�� WKH\� PXVW
UHVRUW�WR�WKH�LQIRUPDO�VHFWRU�WR�ILQG�QHZ�MREV�


$V� LPSURYHG� PHWKRGV� DUH� EURXJKW� WR� EHDU� RQ� WKLV� LVVXH�� SXELF� VHFWRU
DGPLQLVWUDWLRQ� ZDJHV� DUH� VRPHWLPHV� IRXQG� WR� EH� VOLJKWO\� ORZHU� WKDQ� SULYDWH
VHFWRU� ZDJHV
�� UHSRUWV� 6FKXOW]� �������� 0RUH� UHFHQWO\�� WKHUH� VHHPV� WR� EH� D
UHFRQVLGHUDWLRQ�RI�WKH�SROLF\�RI�VTXHH]LQJ�WKH�SXEOLF�VHFWRU��)LUVW��WKH�,0)�DQG
WKH�:RUOG�%DQN�DUH�QRZDGD\V�VXJJHVWLQJ�WKDW�WKH�VRFLDO�VHFWRUV��HGXFDWLRQ�DQG
KHDOWK�FDUH��VKRXOG�EH�H[FOXGHG�IURP�EXGJHWDU\�FXWV��IXUWKHUPRUH��UHVHDUFK�LQ
PDQ\� DGMXVWLQJ� FRXQWULHV� KDV� IRXQG� WKDW� WKH� FRPSHWHQFH� DQG� WKH� QXPEHU� RI
FLYLO�VHUYDQWV�KDYH�GHFUHDVHG��6HFRQG��PRVW�REVHUYHUV�QRZ�DJUHH�WKDW�WKH�SD\�LQ
WKH� SXEOLF� VHFWRU� LQ�PDQ\�$IULFDQ� FRXQWULHV� KDV� GHFOLQHG� WR� DQ� H[WHQW� WKDW� LW
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GRHV�QRW�SURYLGH�D�OLYLQJ�ZDJH��7KH�,0)��������KDV�WKHUHIRUH�DUJXHG�IRU�ZDJH
LQFUHDVHV�DQG�RWKHU�PHDVXUHV�WR�UDLVH�SURGXFWLYLW\�LQ�WKH�$IULFDQ�FLYLO�VHUYLFH�

��� &KDQJHV�LQ�KXPDQ�FDSLWDO�IRUPDWLRQ

/LEHUDOL]DWLRQ� DQG� DGMXVWPHQW� SURJUDPPHV�KDYH�SXW� VRFLDO� H[SHQGLWXUH� XQGHU
VWURQJ� SUHVVXUH� LQ� GHYHORSLQJ� FRXQWULHV�� +RZHYHU�� LQ� VRPH� FRXQWULHV� WKH
GRZQZDUG�SUHVVXUH�RQ�H[SHQGLWXUHV�LQ�HGXFDWLRQ��KHDOWK�FDUH�DQG�VRFLDO�ZHOIDUH
KDG� DOUHDG\� EHHQ� HYLGHQW� GXULQJ� WKH� HFRQRPLF� FULVLV� EHIRUH� WKH� SURJUDPPHV
ZHUH� LPSOHPHQWHG��$GMXVWPHQW� SURJUDPPHV� DUH� WKHUHIRUH� QRW� QHFHVVDULO\� WKH
SULQFLSDO�FDXVH�RI�WKH�GURS�LQ�VRFLDO�H[SHQGLWXUH��DOWKRXJK�WKH\�KDYH�IDLOHG�WR
UHYHUVH�WKH�GHFOLQH�LQ�PRVW�FDVHV��$Q�HYDOXDWLRQ�E\�WKH�:RUOG�%DQN��������RI
DGMXVWPHQW�SURJUDPPHV�SRLQWV�RXW�WKDW��HVSHFLDOO\�LQ�/DWLQ�$PHULFD�DQG�$IULFD�
WKHVH� SURJUDPPHV� KDYH� EHHQ� DFFRPSDQLHG� E\� D� IDOO� LQ� WKH� VKDUH� RI� VRFLDO
H[SHQGLWXUH� LQ� WRWDO� JRYHUQPHQW� H[SHQGLWXUH� �7DEOH� ����� *LYHQ� WKDW� WRWDO
JRYHUQPHQW�H[SHQGLWXUH�KDV�RIWHQ�GHFOLQHG� LQ�DEVROXWH� WHUPV�� WKLV�PHDQV� WKDW
SHU�FDSLWD�H[SHQGLWXUH�ILJXUHV�KDYH�GHFUHDVHG�

TABLE 11
COMPOSITION OF SOCIAL SECTOR EXPENDITURES

Asia Latin America* Sub-Saharan Africa*

Adjustment: BeforeDuring After BeforeDuring After BeforeDuring After

% GDP
Total social spending 2.7 3.3 3.4 7.1 7.3 7.8 5.9 5.6 5.3
Education 1.8 2.2 2.2 3.0 2.7 2.6 3.4 3.3 3.1
Health care 0.5 0.6 0.6 1.7 2.1 2.4 1.3 1.2 1.1
% total expenditures
Total social spending 17.9 19.6 19.6 23.7 23.4 19.3 26.1 22.4 19.9
Education 11.8 12.9 12.6 19.6 16.9 14.3 16.3 14.2 13.5
Health care 3.6 3.4 3.7 9.2 10.9 11.0 6.0 5.4 5.2
Note: *only countries on which there are data for the post-adjustment period.
Source: World Bank (1996).

'HFOLQLQJ� JRYHUQPHQW� H[SHQGLWXUH� LV� QRW� QHFHVVDULO\� GHWULPHQWDO� WR� WKH� SRRU�
$OHVLQD� �������QRWHV� WKDW� WKH�PLGGOH� FODVVHV� DQG�PRUH� YRFDO� SROLWLFDO� JURXSV
IUHTXHQWO\�SURILW� WKH�PRVW� IURP�JRYHUQPHQW�H[SHQGLWXUH�DQG� WKDW�D�GHFOLQH� LQ
JRYHUQPHQW�H[SHQGLWXUH�PLJKW�WKHUHIRUH�KXUW�WKHP�PRUH�WKDQ�LW�ZRXOG�WKH�SRRU�
+RZHYHU�� ORRNLQJ� DW� LQGLFDWRUV� PHDVXULQJ� SULPDU\� DQG� VHFRQGDU\� VFKRRO
HQUROPHQWV�DQG�LQIDQW�PRUWDOLW\��ERWK�RI�ZKLFK�KDYH�SDUWLFXODU�UHOHYDQFH�IRU�WKH
SRRU�� RQH� FDQ� SHUFHLYH� WKDW� WKHUH� KDV� EHHQ� D� GHWHULRUDWLRQ� LQ� HGXFDWLRQ
VWDQGDUGV��DV�ZHOO�DV�D�VORZGRZQ�LQ�WKH�GHFOLQH�LQ�LQIDQW�PRUWDOLW\�UDWHV�GXULQJ
DGMXVWPHQW�DQG�OHVV�WKDQ�IXOO�UHFRYHU\�DIWHU�DGMXVWPHQW��7DEOH������7KLV�LV�PRVW



��

DSSDUHQW� LQ�$IULFD��ZKHUH� LQ�D�QXPEHU�RI�FRXQWULHV�SULPDU\�VFKRRO�HQUROPHQW
UDWHV�KDYH�DFWXDOO\� IDOOHQ� �D�SKHQRPHQRQ�XQSUHFHGHQWHG� LQ�KLVWRU\��� DIIHFWLQJ
ODUJH�SDUWV�RI� WKH�SRSXODWLRQ�� HVSHFLDOO\� LQ�SRRUHU� DUHDV� �YDQ�GHU�+RHYHQ�DQG
YDQ�GHU�*HHVW���������EXW�DOVR�LQ�/DWLQ�$PHULFD��ZKHUH�PLGGOH�FODVV�IDPLOLHV�LQ
SDUWLFXODU�KDYH� VXIIHUHG� ODUJH� VHWEDFNV� LQ� WKH� DELOLW\� WR� SURYLGH� WKHLU� FKLOGUHQ
ZLWK�TXDOLW\�HGXFDWLRQ�

TABLE 12
TRENDS IN SELECTED SOCIAL INDICATORS (% CHANGE)

Asia Latin America* Africa*
Adjustment: Before During After Before During After Before During After
Gross enrolment ratio 1.3 0.5 0.3 1.4 -0.4 1.0 4.7 -0.5 -0.4
Infant mortality rate -2.5 -3.1 -3.6 -5.6 -2.5 -2.4 -1.8 -1.7 -1.4
Note: *only countries on which there are data for the post-adjustment period.
Source: World Bank (1996).

7KH�OLPLWHG�RU�WRWDO�DEVHQFH�LQ�SURJUHVV�LQ�HGXFDWLRQ�KDV�VHULRXV�LPSOLFDWLRQV�LQ
WHUPV� QRW� RQO\� RI� HIIRUWV� E\� FRXQWULHV� WR� UDLVH� SURGXFWLYLW\� LQ� WKH� RXWSXW� IRU
GRPHVWLF� DQG�H[SRUW�PDUNHWV�� EXW� DOVR� RI� LQFRPH� LQHTXDOLW\��/RQGRQR� ������
DUJXHV��IRU�H[DPSOH��WKDW�WKH�LQFUHDVLQJ�LPEDODQFH�LQ�KXPDQ�FDSLWDO�GLVWULEXWLRQ
LQ�/DWLQ�$PHULFD�KDV�DJJUDYDWHG� LQFRPH� LQHTXDOLW\�DQG� WKHQ�SURYLGHV� ILJXUHV
VKRZLQJ�WKDW�WKH�GLVSHUVLRQ�LQ�KXPDQ�FDSLWDO�KDV�UDLVHG�WKH�*LQL�FRQFHQWUDWLRQ
FRHIILFLHQW�E\�ILYH�SRLQWV��)XUWKHUPRUH��WKHUH�LV�VWURQJ�UHDVRQ�WR�VXVSHFW�WKDW�D
FRUUHODWLRQ� H[LVWV� EHWZHHQ� WKH�JURZLQJ�QXPEHU� RI� KRXVHKROGV� LQ� SRYHUW\� DQG
WKH�JURZLQJ�QXPEHU�RI�KRXVHKROGV�KHDGHG�E\�LOOLWHUDWH�LQGLYLGXDOV�


>7KH�DQDO\VLV@�OHQGV�VXSSRUW�WR�WKH�K\SRWKHVLV�WKDW�HGXFDWLRQDO�DWWDLQPHQW�LV�D
QHFHVVDU\� EXW� QRW� D� VXIILFLHQW� FRQGLWLRQ� IRU� VNLOO�LQWHQVLYH� SURGXFWLRQ
�
81&7$'� ������� � ����� UHSRUWV� LQ� D� VWXG\� RQ� HGXFDWLRQDO� DWWDLQPHQW� DQG� WKH
VNLOO�LQWHQVLW\�LQ�WKH�SURGXFWLRQ�RI�H[SRUWV�LQ�D�QXPEHU�RI�FRXQWULHV�

$OO�FRXQWULHV�ZLWK�D�KLJK�VKDUH�RI�VNLOO�LQWHQVLYH�H[SRUWV�DOVR�KDYH�D
UHODWLYHO\�KLJK�HGXFDWLRQDO� DWWDLQPHQW�ZKLOH� HYLGHQFH� IURP�FRXQWULHV
VXFK� DV�$UJHQWLQD�� &KLOH�� 3HUX� DQG�8UXJXD\� VXJJHVWV� WKDW� UHODWLYHO\
KLJK�HGXFDWLRQDO�DWWDLQPHQW�GRHV�QRW�DXWRPDWLFDOO\�WUDQVODWH�LQWR�VNLOO�
LQWHQVLYH� H[SRUWV�� ������ $OPRVW� DOO� FRXQWULHV� ZKHUH� KLJK� HGXFDWLRQDO
DWWDLQPHQW� KDV� WUDQVODWHG� LQWR� VNLOO�LQWHQVLYH� H[SRUWV� DUH� WKRVH� WKDW
KDYH� VXVWDLQHG� D� UDSLG� SDFH� RI� FDSLWDO� DFFXPXODWLRQ�� WHFKQRORJLFDO
XSJUDGLQJ�DQG�SURGXFWLYLW\�JURZWK�RYHU�PDQ\�GHFDGHV�

7KH� UHODWLRQVKLS� DPRQJ� DGMXVWPHQW�� HGXFDWLRQ�� VNLOOV� DQG� LQFUHDVHV� LQ
SURGXFWLYLW\� DUH� FRPSOH[�� EXW� WKH� GDWD� DUH� VXIILFLHQWO\� UREXVW� WR� DUJXH� WKDW� D
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VORZGRZQ� RU� D� UHYHUVDO� LQ� HQUROPHQWV� DQG� FRPSOHWLRQV� LQ� SULPDU\�� EDVLF
VHFRQGDU\� DQG� YRFDWLRQDO� HGXFDWLRQ� FRQWULEXWHV� WR� JUHDWHU� LQHTXDOLWLHV� LQ
VRFLHW\� DQG� WKDW� WKLV� KDPSHUV� FRXQWULHV� VHHNLQJ� WR� WDNH� IXOO� DGYDQWDJH� RI
SURGXFWLRQ�IRU�H[SRUW�

9 &$1�/$%285�0$5.(7�32/,&,(6�5('8&(�,1(48$/,7<"

7KH� SUHFHGLQJ� SDUDJUDSKV� KDYH� VKRZQ� WKDW� LQ� PDQ\� GHYHORSLQJ� FRXQWULHV
UHIRUP�SROLFLHV�KDYH�SXW�JUHDWHU�VWUDLQ�RQ�ZRUNHUV��7KH�WKHRUHWLFDOO\�H[SHFWHG
IDOO� LQ� LQFRPH� LQHTXDOLW\� EHWZHHQ� ORZ�VNLOO� ZRUNHUV� DQG� KLJK�VNLOO� ZRUNHUV
IUHTXHQWO\�GLG�QRW� WDNH�SODFH��DQG�LQ�PDQ\�FDVHV�KXPDQ�FDSLWDO� LQYHVWPHQW� WR
UDLVH� VNLOO� OHYHOV� GHFOLQHG�� )XUWKHUPRUH�� WKHUH� LV� D� VHULRXV� ULVN� WKDW� GRPHVWLF
GLVVDWLVIDFWLRQ�ZLWK�UHIRUP�PD\�ZHOO�UHVXOW�LQ�JURZLQJ�SROLWLFDO�SUHVVXUH�WR�DOWHU
OLEHUDOL]DWLRQ�SROLFLHV��5RGULN���������2QH�WKHUHIRUH�QHHGV�WR�ORRN�FULWLFDOO\�DW
WKH�FRQWHQW�RI�WKH�FXUUHQW�VHW�RI�SROLFLHV�DQG�UHIOHFW�RQ�WKH�UHDVRQV�ZK\�UHIRUP
SROLFLHV� KDYH� RIWHQ� QRW� EURXJKW� DERXW� WKH� H[SHFWHG� UHVXOWV��:KHWKHU� RQH� FDQ
LQGLFDWH�DSSURSULDWH�FKDQJHV�LQ�WKH�FXUUHQW�VHW�RI�HFRQRPLF�UHIRUP�DQG�ODERXU
PDUNHW�SROLFLHV�VR�DV�WR�IRVWHU�UHGXFWLRQV�LQ�LQHTXDOLW\�WKXV�EHFRPHV�D�UHOHYDQW
TXHVWLRQ�

6LQFH�WKH�LVVXH�RI�VWDELOL]DWLRQ�KDV�EHHQ�SOD\LQJ�D�PDMRU�UROH�LQ�WKH�IRUPXODWLRQ
RI� UHIRUP� SROLFLHV�� LW� LV� LPSRUWDQW� WR� UHYLHZ� ILUVW� WKH� FXUUHQW� DSSURDFKHV� WR
VWDELOL]DWLRQ� DQG� WKH� UHODWHG� ODERXU� PDUNHW� SROLFLHV�� 2Q� WKLV� LVVXH�� ZH� VHH
FRQYHUJHQFHV�LQ�WKDW�ERWK�D�PDLQVWUHDP�HFRQRPLVW�VXFK�DV�5RGULN��������DQG�D
VWUXFWXUDOLVW� HFRQRPLVW� VXFK� DV� )LW]JHUDOG� ������� DUJXH� VWURQJO\� WKDW
VWDELOL]DWLRQ� DQG� SUXGHQW� ILVFDO� SROLFLHV� DUH� QHHGHG� VR� DV� WR� VSXU� HFRQRPLF
JURZWK��LQGXVWULDO�GHYHORSPHQW�DQG�QHZ�MRE�FUHDWLRQ��6WDELOL]DWLRQ�SROLFLHV�DUH
QHFHVVDU\�IRU�WKH�HVWDEOLVKPHQW�RI�D�VWDEOH�PDFURHFRQRPLF�IUDPHZRUN�

7KHUH� UHPDLQV� WKHQ� WKH� NH\� TXHVWLRQV� DERXW� WKH� NLQG�RI� VWDELOL]DWLRQ� SROLFLHV
UHTXLUHG�WR�IDYRXU�PRUH�JURZWK��HTXDOLW\�DQG�SRYHUW\�DOOHYLDWLRQ�DQG�DERXW�WKH
LQWHUDFWLRQ� EHWZHHQ� WKHVH� SROLFLHV� DQG� ODERXU� PDUNHW� SROLFLHV�� $W� OHDVW� WZR
FRQVLGHUDWLRQV�DUH�VLJQLILFDQW�LQ�WKLV�UHVSHFW��)LUVW��WKH�FKRLFH�RI�LQVWUXPHQWV�RI
VWDELOL]DWLRQ� FDQ� KDYH� FRQVHTXHQFHV� IRU� IXWXUH� HFRQRPLF� JURZWK� DQG
HPSOR\PHQW�FUHDWLRQ��$PDGHR��������DVVHUWV�FRQYLQFLQJO\�WKDW��E\�NHHSLQJ�WKH
H[FKDQJH� UDWH� RYHUYDOXHG� LQ� RUGHU� WR� FXW� LQIODWLRQ�� H[FKDQJH�UDWH�EDVHG
VWDELOL]DWLRQ�FDQ�OHDG�WR�D�ORVV�LQ�LQGXVWULDO�FRPSHWLWLYHQHVV�DQG�WKXV�XQGR�VRPH
RI� WKH� SRWHQWLDO� JDLQV� RI� JOREDOL]DWLRQ� IRU� ZKLFK� VWDELOL]DWLRQ� SROLFLHV� DUH
VXSSRVHG� WR� SURYLGH� WKH� JURXQGZRUN�� )DQHOOL� DQG� )UHQNHO� ������� FRQWHQG
IXUWKHU�WKDW�D�GUDVWLF�UHGXFWLRQ�LQ�LQIODWLRQ�MDUV�LQGXVWU\�DQG�LQVWLWXWLRQV��WKHUHE\
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KDUPLQJ� LQGXVWULDO� FDSDFLW\� DQG� UHLQIRUFLQJ� WHQGHQFLHV� IRU� UHQHZHG� LQIODWLRQ�
+HQFH��WKH�FKRLFH�RI�LQVWUXPHQWV�RI�VWDELOL]DWLRQ�LQ�D�FRQWH[W�RI�UHIRUP�LV�PRUH
QDUURZ��DQG�WKH�VWDELOL]DWLRQ�LQVWUXPHQW�QHHGV�WR�EH�PRUH�ILQHO\�WXQHG�LI�LW�LV�WR
JHQHUDWH�DFFHSWDEOH�DQG�VXVWDLQDEOH�UHVXOWV�

$� VHFRQG� REVHUYDWLRQ� LV� WKDW� FURVV�FRXQWU\� HYLGHQFH� LQGLFDWHV� IRUFHIXOO\� WKDW
LQFRPH�HTXDOLW\�DQG�VRFLDO�FRQVHQVXV�FDQ�FRQWULEXWH�WR�VXFFHVVIXO�VWDELOL]DWLRQ
SROLFLHV�� DV� WKH\�KHOS� DYRLG�SROLWLFDO� XQFHUWDLQW\� DQG�SRWHQWLDO� FRQIOLFWV� DERXW
ZKR�SURILWV�IURP�WKH�VWDELOL]DWLRQ�PHDVXUHV��9DQ�GHU�+RHYHQ�DQG�YDQ�GHU�*HHVW
�������SURYLGH�VXFK�HYLGHQFH�IRU�$IULFD��DQG�5RGULN��������VKRZV�E\�PHDQV�RI
FURVV�FRXQWU\�UHJUHVVLRQ�DQDO\VLV�WKDW�YDULDEOHV�OLNH�VRFLDO�FRQIOLFW�DQG�LQFRPH
GLVWULEXWLRQ�SRVVHVV�VWURQJ�H[SODQDWRU\�SRZHU�DERXW�WKH�DELOLW\�RI�FRXQWULHV� WR
FRSH�ZLWK�H[WHUQDO�VKRFNV�

0RVW� HFRQRPLF� UHIRUP� SURJUDPPHV� FDOO� IRU� FKDQJHV� LQ� WKH� ODERXU�PDUNHW� LQ
RUGHU� IRU� UHIRUP� SURJUDPPHV� WR� EHFRPH� PRUH� HIIHFWLYH�� 7ZR� LVVXHV� DUH
VLJQLILFDQW�LQ�WKLV�UHJDUG��7KH�ILUVW�UHODWHV�WR�WKH�ZD\�UHJXODWLRQV�DUH�SHUFHLYHG
LQ� GHYHORSLQJ� FRXQWULHV�� $PDGHR� DQG� &DPDUJR� ������� SRLQW� RXW� WKDW� LW� LV
LPSRUWDQW�LQ�WKH�FRQWH[W�RI�GHYHORSLQJ�FRXQWULHV�WR�GLVWLQJXLVK�EHWZHHQ�ZULWWHQ
UXOHV� DQG� WKH� DFWXDO� SUDFWLFH� RI� UHJXODWLRQ�� 7KHLU� UHVHDUFK� LQGLFDWHV� WKDW�
DOWKRXJK�� MXGJHG� E\� WKH� ODZ�� WKH�%UD]LOLDQ� ODERXU�PDUNHW� FDQ� EH� TXDOLILHG� DV
YHU\� UHJXODWHG�� WKH� DFWXDO� SUDFWLFH� LV� VXFK� WKDW� LW� LV� OHVV� UHJXODWHG� WKDQ� WKH
)UHQFK�RU�*HUPDQ�ODERXU�PDUNHW��$�VLPLODU�ILQGLQJ�KDV�DOVR�EHHQ�UHSRUWHG�E\
%DQXUL�DQG�$PDGHR��������

7KH�VHFRQG�LVVXH�LV�PRUH�IXQGDPHQWDO�DQG�UHODWHV�WR�RYHUDOO�GHYHORSPHQW�JRDOV�
7KHUH�LV�FXUUHQWO\�D�EURDG�FRQVHQVXV�WKDW�WKH�RYHUDUFKLQJ�JRDOV�RI�DQ\�QDWLRQ
VKRXOG�EH�D�UHGXFWLRQ� LQ�SRYHUW\�� WKH�SURYLVLRQ�RI�HPSOR\PHQW�DQG� WKH�VRFLDO
LQFOXVLRQ�RI�DOO�VHJPHQWV�LQ�VRFLHW\��/DERXU�PDUNHW�UHIRUPV�ZKLFK�DUH�UHVWULFWHG
WR�WKH�JRDO�RI�UHQGHULQJ�HFRQRPLF�UHIRUP�SURJUDPPHV�PRUH�HIILFLHQW�PLVV�WKH
FKDQFH� RIIHUHG� E\� WKH� WUXWK� WKDW� ZHOO�RUJDQL]HG� DQG� ZHOO�IXQFWLRQLQJ� ODERXU
PDUNHWV� FDQ� DOVR� FRQWULEXWH� WR� WKHVH� RYHUDUFKLQJ� GHYHORSPHQW� JRDOV� �RI
SRYHUW\�DOOHYLDWLRQ��HPSOR\PHQW�FUHDWLRQ�DQG�LQFOXVLRQ��LQ�RWKHU�ZD\V��7KLV�KDV
EHHQ�RQH�RI�WKH�PDMRU�IODZV�RI�WKH�:DVKLQJWRQ�FRQVHQVXV�RQ�UHIRUP��6WLJOLW]�
�������%\�HPSKDVL]LQJ�PHUHO\�WKH�DOORFDWLYH�IXQFWLRQ�RI�WKH�ODERXU�PDUNHW��WKH
:DVKLQJWRQ�FRQVHQVXV�KDV�RYHUORRNHG�WKH�RWKHU�IXQFWLRQV�RI�WKH�ODERXU�PDUNHW�
QDPHO\�� WKH� G\QDPLF� IXQFWLRQ�� WKH� HTXLW\� IXQFWLRQ� DQG� WKH� VRFLDO�FRKHVLRQ
IXQFWLRQ�

7KH� GH� IDFWR� IOH[LELOLW\� LQ� WKH� ODERXU� PDUNHW� KDV� LQFUHDVHG� ZLWK� JURZLQJ
LQIRUPDO� VHFWRU� HPSOR\PHQW�� GHFOLQLQJ� PLQLPXP� ZDJHV� DQG� ZLGHQLQJ� ZDJH
GLVSDULW\� H[FHSW� LQ� VRPH� KLJK�JURZWK� FRXQWULHV�� 'HVSLWH� WKLV� REVHUYHG� WUHQG�



��

SRYHUW\� UDWHV� KDYH� UHPDLQHG� VXEVWDQWLDO�� DQG� HFRQRPLF� JURZWK� KDV� QRW� EHHQ
YLJRURXV�� 2QH� FDQ� WKHUHIRUH� FRQFOXGH� WKDW� WKH� HPSKDVLV� RQ� WKH� DOORFDWLYH
IXQFWLRQ�RI�WKH�ODERXU�PDUNHW�GXULQJ�WKH�UHIRUP�SURFHVV��ZKLFK�KDV�UHVXOWHG�LQ
JUHDWHU� LQHTXDOLW\� LQ� WKH� ODERXU� PDUNHW�� VKRXOG� QRW� EH� WKH� SUHIHUUHG� SROLF\
LQVWUXPHQW�IRU�IRVWHULQJ�JURZWK�DQG�UHGXFLQJ�SRYHUW\�

6WURQJ� JURZWK� KDV� WR� EH� JHQHUDWHG� E\� PRUH� LQYHVWPHQW�� LPSURYHG� KXPDQ
GHYHORSPHQW�DQG�SK\VLFDO� LQIUDVWUXFWXUH��JUHDWHU� UHWXUQV�RQ�SURGXFWLYH� IDFWRUV
VXFK�DV� ODQG�DQG�KXPDQ�DQG�SK\VLFDO� FDSLWDO�� DQG�KLJK� OHYHOV� RI� LQWHUQDO� DQG
H[WHUQDO� GHPDQG�� 7R� DFKLHYH� WKLV�� ZHOO�IXQFWLRQLQJ� FDSLWDO� DQG� ILQDQFLDO
PDUNHWV�� HTXLWDEOH� SURSHUW\� ULJKWV� DQG� D� IDLU� GLVWULEXWLRQ� RI� WKH� PHDQV� RI
SURGXFWLRQ�DUH�VRPH�RI�WKH�PDMRU�FRPSRQHQWV�ZKLFK�QHHG�WR�EH�SXW�LQ�SODFH��,W
LV�LQ�WKLV�VHQVH�WKDW�WKH�G\QDPLF�HIILFLHQF\��WKH�HTXLW\�DQG�WKH�VRFLDO�FRKHVLRQ
IXQFWLRQV� RI� WKH� ODERXU�PDUNHWV� SOD\� DQ� LPSRUWDQW� UROH�� SHUKDSV� HYHQ� D�PRUH
LPSRUWDQW�UROH�WKDQ�WKDW�SOD\HG�E\�WKH�DOORFDWLYH�IXQFWLRQ�

7KH�G\QDPLF�IXQFWLRQ�RI�WKH�ODERXU�PDUNHW�LV�HQKDQFHG�E\�JUHDWHU� LQYHVWPHQW
LQ� KXPDQ� FDSLWDO�� LPSURYHPHQWV� LQ� DSWLWXGHV� DQG� WKH� GHYHORSPHQW� RI� PRUH
LQQRYDWLYH� VNLOOV� DW� ORZHU� VFKRRO� OHYHO� DQG� RI� FRPSOH[� SUREOHP�VROYLQJ
WHFKQLTXHV� DW� KLJKHU� VFKRRO� OHYHO�� DV� ZHOO� DV� PRUH� ZRUNSODFH� WUDLQLQJ� DQG
OLIHORQJ� OHDUQLQJ�� 6TXHH]LQJ� HGXFDWLRQ� EXGJHWV� DQG� VXEMHFWLQJ� ZRUNHUV� WR
SUHFDULRXV� FRQWUDFWV� GR� QRW� KHOS� LPSURYH� WKH� G\QDPLF� IXQFWLRQ�RI� WKH� ODERXU
PDUNHW�� /RQJHU� WHUP� FRQWUDFWV� DQG� HVWDEOLVKHG� DQG� ZHOO�QHJRWLDWHG� UROHV� IRU
HPSOR\PHQW� SURWHFWLRQ� FDQ� SURYLGH� D� EHWWHU� FOLPDWH� IRU� LPSURYHPHQWV� LQ
SURGXFWLYLW\�

(TXLW\� FDQ� EH� HQKDQFHG� WKURXJK� WKH� HVWDEOLVKPHQW� RI� ZHOO�IXQFWLRQLQJ
PLQLPXP� ZDJH� PHFKDQLVPV�� ,Q� PRVW� GHYHORSLQJ� FRXQWULHV�� UHDO� PLQLPXP
ZDJHV�KDYH�GHFOLQHG�DQG�ORVW�DQ\�UHOHYDQFH��<HW��PLQLPXP�ZDJHV�FDQ�SURYLGH
VWDELOLW\�� IRVWHU� WKH� FRPPLWPHQW� RI� ZRUNHUV�� UHSUHVHQW� DQ� LQFHQWLYH� WR� UDLVH
SURGXFWLYLW\� DQG� KHOS� UHGXFH� SRYHUW\�� 7KXV�� UDWKHU� WKDQ� UHJDUGLQJ� PLQLPXP
ZDJHV�DV�D�ERWWOHQHFN�LQ�WKH�RSHUDWLRQ�RI�WKH�ODERXU�PDUNHW��RQH�VKRXOG�UHJDUG
WKHP�DV�WRROV��IRU�LQVWDQFH��IRU�WDNLQJ�DFFRXQW�RI�YDULRXV�JURXSV��VXFK�DV�\RXWK�
VR�DV�QRW�WR�SULFH�WKHP�RXW�RI�WKH�ODERXU�PDUNHW��

0DQ\�KDYH�FRQVLGHUHG�FHQWUDOL]HG�ZDJH�VHWWLQJ�DV�D�KDPSHU�RQ� WKH�DOORFDWLYH
IXQFWLRQ� RI� WKH� ODERXU� PDUNHW�� <HW�� WKH� HYLGHQFH� LV� RYHUZKHOPLQJ� WKDW
FHQWUDOL]HG� ZDJH�VHWWLQJ� KDV� IDYRXUHG� ORZHU� LQHTXDOLW\� DQG� ORZHU� LQIODWLRQ
UDWHV� �LI� LW� LV�WKH�RXWFRPH�RI�D�JHQXLQH�FROOHFWLYH�EDUJDLQLQJ�SURFHVV���+HQFH�
UDWKHU� WKDQ� DEROLVK� RU� EORFN� WKH� FUHDWLRQ� RI� FHQWUDOL]HG� ZDJH�VHWWLQJ�� DV
VXJJHVWHG� E\� PDQ\� SURSRQHQWV� RI� :DVKLQJWRQ� FRQVHQVXV� UHIRUP�� SRVW�
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:DVKLQJWRQ�FRQVHQVXV� SROLFLHV� VKRXOG� VHHN� WR� VWUHQJWKHQ� RI� WKH� UHOHYDQW
LQVWLWXWLRQV�

0DQ\�UHIRUP�SURJUDPPHV�KDYH�GLVFDUGHG�HIIRUWV�WR�SURPRWH�VRFLDO�GLDORJXH��DV
WKHVH� KDYH� EHHQ� IRXQG� FXPEHUVRPH� DQG� WLPH� FRQVXPLQJ� DQG� DUH� VRPHWLPHV
FRQVLGHUHG�DV�FDYLQJ�LQ�WR�LQWHUHVW�JURXSV��YDQ�GHU�+RHYHQ�DQG�YDQ�GHU�*HHVW�
�������$OWKRXJK� WKHUH� LV�QRZ�VRPH�GLVFXVVLRQ�DERXW� WKLV� �6WLJOLW]�� ������� WKH
LQVWLWXWLRQV�QHFHVVDU\� WR�SURPRWH�FRQVWUXFWLYH�VRFLDO�GLDORJXH�DQG�VPRRWK�RXW
SRWHQWLDO�FRQIOLFWV�DQG�UHGLVWULEXWLYH�LVVXHV��ZKLFK�DUH�LQKHUHQW�LQ�HDFK�UHIRUP
SURJUDPPH�� VWLOO� GR� QRW� H[LVW� LQ� PRVW� FRXQWULHV�� 7KH� HVWDEOLVKPHQW� RI� WKHVH
LQVWLWXWLRQV�QHHGV�WR�EHFRPH�DQ�DLP�LQ�WKH�UHIRUP�SURFHVV�

7KH� HPSKDVLV� LQ� WKLV� SDSHU� RQ� DVSHFWV� RI� WKH� ODERXU� PDUNHW� RWKHU� WKDQ� WKH
DOORFDWLYH� DVSHFWV� RIIHUV� LQGLFDWLRQV� DERXW� WKH� ODERXU� PDUNHW� SROLFLHV� WKDW
VKRXOG� EH� SXUVXHG� LQ� WKH� UHIRUP� SROLF\� SDFNDJH� RI� WKH� SRVW�:DVKLQJWRQ
FRQVHQVXV��%\�HPSKDVL]LQJ�WKH�G\QDPLF��HTXLW\�DQG�VRFLDO�FRKHVLRQ�DVSHFWV�RI
WKH� ODERXU�PDUNHW�� SROLF\� FDQ� FRQWULEXWH� WR� KLJKHU� JURZWK� DQG� IRVWHU� SRYHUW\
DOOHYLDWLRQ��6XFK�DQ�HPSKDVLV�ZRXOG�WDOO\�ZHOO�ZLWK�WKH�FRQFOXVLRQV�RI�D�VXUYH\
RQ� LQHTXDOLW\� DQG� JURZWK� E\� $JKLRQ�� &DUROL� DQG� *DUFLD�3HQHORVD� ������
�������

RXU�GLVFXVVLRQ�LQ�WKLV�VXUYH\�SRLQWV�WR�DQ�LPSRUWDQW�HIILFLHQF\�UROH�IRU
VXVWDLQHG�UHGLVWULEXWLRQ���������WKH�DEVHQFH�RI�D�GXUDEOH�YLUWXRXV�FLUFOH�j
OD�.X]QHW]�FDOOV�IRU�SHUPDQHQW�UHGLVWULEXWLRQ�SROLFLHV�LQ�RUGHU�ERWK�WR
FRQWURO� WKH� OHYHO� RI� LQHTXDOLW\� DQG� IRVWHU� VRFLDO� PRELOLW\� DQG
JURZWK��������7KLV�FRQVWLWXWHV�D�ZKROH�UHVHDUFK�DUHD�VWLOO�WR�EH�H[SORUHG�

/DERXU� PDUNHW� SROLFLHV�� HVSHFLDOO\� WKH� G\QDPLF�� HTXLW\� DQG� VRFLDO� FRKHVLRQ
HOHPHQWV�� DUH� DQ� LPSRUWDQW� FRPSRQHQW�RI� LPSRUWDQW� UHGLVWULEXWLYH� DQG�JURZWK
SROLFLHV�� 2QFH� WKH� SURFHVV� RI� UHGLVWULEXWLRQ� DQG� JURZWK� KDV� EHHQ� LQLWLDWHG�� LW
EHFRPHV� HDVLHU� WR� GHDO� ZLWK� WKH� DOORFDWLYH� DVSHFWV� RI� WKH� ODERXU� PDUNHW� WKDW
ZHUH�VR�PXFK�KHUDOGHG�E\�WKH�:DVKLQJWRQ�FRQVHQVXV��%\�IRFXVLQJ�QDUURZO\�RQ
WKH�DOORFDWLYH�DVSHFW�RI�WKH�ODERXU�PDUNHW��WKH�:DVKLQJWRQ�FRQVHQVXV�VHULRXVO\
FRPSURPLVHG� WKH� RSWLRQV� IRU� HTXLWDEOH� DQG� SUR�SRRU� GHYHORSPHQW� SROLFLHV� LQ
WKH�����V�

5()(5(1&(6

$JpQRU��3�� ������� 
7KH�/DERXU�0DUNHW�DQG�(FRQRPLF�$GMXVWPHQW
�� ,0)�6WDII
3DSHUV���������-XQH�
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$JKLRQ��3���(��&DUROL��DQG�&��*DUFLD�3HQHORVD� ������� 
,QHTXDOLW\�DQG�*URZWK�
7KH�3HUVSHFWLYH�RI� WKH�1HZ�*URZWK�7KHRU\
��-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH
�������

$OHVLQD�� $�� ������� 
7KH� 3ROLWLFDO� (FRQRP\� RI�0DFURHFRQRPLF� 6WDELOL]DWLRQV
DQG�,QFRPH�,QHTXDOLW\��0\WKV�DQG�5HDOLWLHV
��LQ�9��7DQ]L�DQG�.��<��&KX��HGV�
,QFRPH�'LVWULEXWLRQ�DQG�+LJK�4XDOLW\�*URZWK��0,7�3UHVV��&DPEULGJH��0$�

��������������DQG� 5�� 3HURWWL� ������� 
7KH� 3ROLWLFDO� (FRQRP\� RI� *URZWK�� $� &ULWLFDO
6XUYH\�RI�WKH�5HFHQW�/LWHUDWXUH
��:RUOG�%DQN�(FRQRPLF�5HYLHZ�������

$PDGHR��(�� -�� ������� 
7KH�.QLIH�(GJH�RI�([FKDQJH�5DWH�%DVHG�6WDELOL]DWLRQ
,PSDFWV�RQ�*URZWK��(PSOR\PHQW�DQG�:DJHV
��81&7$'�5HYLHZ���

��������������DQG� -��0�� &DPDUJR� ������� 
%UD]LO�� 5HJXODWLRQ� DQG� )OH[LELOLW\� LQ� WKH
/DERXU�0DUNHW
��LQ�6��(GZDUGV�DQG�1��&��/XVWLJ��HGV��/DERU�0DUNHWV�LQ�/DWLQ
$PHULFD��%URRNLQJV�,QVWLWXWLRQ�3UHVV��:DVKLQJWRQ��'&�

��������������DQG� 9�� 3HUR� ������� 
$GMXVWPHQW� 6WDELOL]DWLRQ� DQG� WKH� 6WUXFWXUH� RI
(PSOR\PHQW�LQ�%UD]LO
��(PSOR\PHQW�DQG�7UDLQLQJ�3DSHUV�1R�����,/2��*HQHYD�

��������������HW�DO�� �������&RVWRV�/DERUDOHV�\�&RPSHWLYLGDG�,QGXVWULDO�HQ�$PHULFD
/DWLQD��5HJLRQDO�2IILFH�IRU�WKH�$PHULFDV��,/2��/LPD�

$PVGHQ�� $�� DQG� 5�� YDQ� GHU� +RHYHQ� ������� 
0DQXIDFWXULQJ� 2XWSXW�
(PSOR\PHQW�DQG�5HDO�:DJHV�LQ�WKH�����V��/DERXU
V�/RVV�XQWLO�&HQWXU\
V�(QG
�
-RXUQDO�RI�'HYHORSPHQW�6WXGLHV���������$SULO�

$UURZ��.��-���������
7KH�(FRQRPLF�,PSOLFDWLRQV�RI�/HDUQLQJ�E\�'RLQJ
��5HYLHZ
RI�(FRQRPLF�6WXGLHV�������������

%DQXUL��7��DQG�(�� -��$PDGHR� ������� 
:RUOGV�ZLWKLQ� WKH�7KLUG�:RUOG��/DERXU
0DUNHW� ,QVWLWXWLRQV� LQ�$VLD� DQG�/DWLQ�$PHULFD
�� LQ� 7�� %DQXUL� �HG���(FRQRPLF
/LEHUDOL]DWLRQ��1R�3DQDFHD��&ODUHQGRQ�3UHVV��2[IRUG�

%HFFDULD�� /�� DQG� 3�� &DOLQ� ������� 
&RPSHWLWLYHQHVV� DQG� /DERXU� 5HJXODWLRQV
�
&(3$/�5HYLHZ�����

%HUU\�� $�� HW� DO�� ������� 
*OREDOL]DWLRQ�� $GMXVWPHQW�� ,QHTXDOLW\� DQG� 3RYHUW\

�PLPHR���'HSDUWPHQW�RI�(FRQRPLFV��8QLYHUVLW\�RI�7RURQWR��7RURQWR�

%HUWROD��*���������
-RE�6HFXULW\��(PSOR\PHQW�DQG�:DJHV
��(XURSHDQ�(FRQRPLF
5HYLHZ������������

%LUGVDOO�� 1��� &�� *UDKDP� DQG� 5�� +�� 6DERW� �HGV�� ������� %H\RQG� 7UDGH�RIIV�
0DUNHW�5HIRUPV�DQG�(TXLWDEOH�*URZWK�LQ�/DWLQ�$PHULFD��%URRNLQJV�,QVWLWXWLRQ
3UHVV��:DVKLQJWRQ��'&�
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%RXUJXLJQRQ�� )�� DQG�&��0RUULVVRQ� ������� 
,QHTXDOLW\� DQG�'HYHORSPHQW�� 7KH
5ROH�RI�'XDOLVP
��-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV������������

%UXQR�� 0��� 0�� 5DYDOOLRQ� DQG� /�� 6TXLUH� ������� 
(TXLW\� DQG� *URZWK� LQ
'HYHORSLQJ�&RXQWULHV��2OG� DQG�1HZ�3HUVSHFWLYHV� RQ� WKH� 3ROLF\� ,VVXH
�� LQ�9�
7DQ]L�DQG�.��<��&KX��HGV��,QFRPH�'LVWULEXWLRQ�DQG�+LJK�4XDOLW\�*URZWK��0,7
3UHVV��&DPEULGJH��0$�

%XIILH�� (�� ������� 
7KH� /RQJ�5XQ� &RQVHTXHQFHV� RI� 6KRUW�5XQ� 6WDELOL]DWLRQ
3ROLF\
��LQ�6��+RUWRQ��5��.DQEXU�DQG�'��0D]XPGDU��HGV��/DERXU�0DUNHWV�LQ�DQ
(UD�RI�$GMXVWPHQW��:RUOG�%DQN��:DVKLQJWRQ��'&�

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

&RUWD]DU��5���1��&��/XVWLJ�DQG�5��+��6DERW��������
(FRQRPLF�3ROLF\�DQG�/DERXU
0DUNHW�'\QDPLFV
�� LQ�1��%LUGVDOO��&��*UDKDP� DQG�5��+�� 6DERW� �HGV��%H\RQG
7UDGH�RIIV�� 0DUNHW� 5HIRUPV� DQG� (TXLWDEOH� *URZWK� LQ� /DWLQ� $PHULFD�
%URRNLQJV�,QVWLWXWLRQ�3UHVV��:DVKLQJWRQ��'&�

'HPHU\��/��DQG�7��$GGLVRQ��������
7KH�,PSDFW�RI�0DFURHFRQRPLF�$GMXVWPHQW
RQ� 3RYHUW\� LQ� WKH� 3UHVHQFH� RI� :DJH� 5LJLGLWLHV
�� -RXUQDO� RI� 'HYHORSPHQW
(FRQRPLFV����������������

'LZDQ�� ,�� ������� 
/DERXU�6KDUHV�DQG�)LQDQFLDO�&ULVHV
� �PLPHR���:RUOG�%DQN�
:DVKLQJWRQ��'&�

(GZDUGV�� 6�� DQG�1��&��/XVWLJ� �HGV�� �������/DERU�0DUNHWV� LQ� /DWLQ�$PHULFD�
%URRNLQJV�,QVWLWXWLRQ�3UHVV��:DVKLQJWRQ��'&�

(VSLQJ�$QGHUVHQ��*���������6RFLDO�)RXQGDWLRQV�RI�3RVW�,QGXVWULDO�(FRQRPLFV�
2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG�

)DQHOOL�� -�� 0�� DQG� 5�� )UHQNHO� ������� 
0LFUR�PDFUR� ,QWHUDFWLRQ� LQ� (FRQRPLF
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