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DXWKRUV�DUH�JUDWHIXO�WR�WKH�ZRUNVKRS�SDUWLFLSDQWV��DQG�SDUWLFXODUO\�WR�3URIHVVRU
*LRYDQQL� $QGUHD� &RUQLD� IRU� KLV� GHWDLOHG� DQG� KHOSIXO� FRPPHQWV�� 7KHLU
LQWHOOHFWXDO� GHEW� WR� KLP� DQG� WR� 3URIHVVRU� $�� %�� $WNLQVRQ� LV� UHIOHFWHG� LQ� WKH
SDSHU��+RZHYHU��WKH�XVXDO�GLVFODLPHU�DSSOLHV�
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0XFK� RI� WKH� YDVW� OLWHUDWXUH� RQ� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� LQ� DGYDQFHG
FRXQWULHV� GXULQJ� WKH� ODVW� WZR� GHFDGHV� DWWULEXWHV� WKHVH� HLWKHU� WR� JOREDOL]DWLRQ
�VSHFLILFDOO\� LQ� WKH� IRUP� RI� WUDGH� OLEHUDOL]DWLRQ� ZLWK� ORZ�ZDJH� GHYHORSLQJ
FRXQWULHV��� RU� WR� VNLOO�ELDVHG� WHFKQRORJ\�� RU� WR� D� FRPELQDWLRQ� RI� WKH� WZR�� $
WUDQVDWODQWLF�FRQVHQVXV�KDV�HPHUJHG�WR�VXJJHVW�WKDW�WKHVH�WZR�IDFWRUV�KDYH�OHG
WR� UHGXFHG�UHODWLYH�GHPDQG�IRU�XQVNLOOHG� ODERXU�DQG� WR�DQ� LQFUHDVH� LQ� WKDW� IRU
VNLOOHG�ZRUNHUV��7KLV�LQ�WXUQ�OHDGV�WR�D�XQLILHG�H[SODQDWLRQ�RI�LQFRPH�LQHTXDOLW\
LQ�WKH�86�DQG�WKH�8.��EHFDXVH�RI�WKH�JUHDWHU�ODERXU�PDUNHW�IOH[LELOLW\�LQ�WKHVH
WZR�FRXQWULHV��DQG�PDVV�XQHPSOR\PHQW� LQ�FRQWLQHQWDO�(XURSH��RZLQJ� WR� WKHLU
ULJLG�ODERXU�PDUNHWV���7KH�SDSHU�FKDOOHQJHV�WKLV�WUDQVDWODQWLF�FRQVHQVXV�ERWK�RQ
DQDO\WLFDO� DQG�HPSLULFDO�JURXQGV��7KH� FHQWUDO� UHVXOW�RI� WKH�SUHVHQW� VWXG\�ZLWK
UHVSHFW� WR� GHYHORSHG� FRXQWULHV� LV� WKDW� QHLWKHU� WUDGH� QRU� WHFKQRORJ\� DUH
QHFHVVDULO\� WKH�PRVW� LPSRUWDQW� IDFWRUV� LQ�FDXVLQJ� LQFUHDVHG� LQFRPH� LQHTXDOLW\
LQ�WKH�UHFHQW�SHULRG��$OWKRXJK�WKHUH�LV�VWLOO�FRQVLGHUDEOH�WKHRUHWLFDO�FRQWURYHUV\
VXUURXQGLQJ� WKLV� LVVXH�� WKHUH� LV� UREXVW� HPSLULFDO� HYLGHQFH� WR� LQGLFDWH� WKDW� WKH
FRQFHQWUDWLRQ�RQ� WKHVH� WZR� IDFWRUV� WR� WKH� H[FOXVLRQ� RI� RWKHUV� LV� QRW� MXVWLILHG�
7KH�SDSHU�KLJKOLJKWV�WKH�UROH�RI�VRFLDO�QRUPV��HFRQRPLF�LQVWLWXWLRQV��DV�ZHOO�DV
YDULDWLRQV� LQ� HPSOR\PHQW�� LQ� FDXVLQJ� WKH� REVHUYHG� FKDQJHV� LQ� LQFRPH
GLVWULEXWLRQ�

:LWK� UHVSHFW� WR� GHYHORSLQJ� FRXQWULHV�� WKH� SDSHU� VXJJHVWV� WKDW� WKHUH� LV� QRW
VXIILFLHQW� HPSLULFDO� HYLGHQFH� IRU� HVWDEOLVKLQJ� UREXVW� FRQFOXVLRQV�� $YDLODEOH
GDWD� LQGLFDWHV� WKDW� JOREDOL]DWLRQ� �LQ� WKH� IRUP� RI� ILQDQFLDO� OLEHUDOL]DWLRQ� UDWKHU
WKDQ� WUDGH�� DQG� WHFKQRORJ\� DUH� ERWK� OLNHO\� WR� EH� VLJQLILFDQW� IDFWRUV� LQ
DFFRXQWLQJ�IRU�WKH�LQFUHDVHG�LQHTXDOLW\�LQ�GHYHORSLQJ�FRXQWULHV�GXULQJ�WKH� ODVW
WZR�GHFDGHV��+RZHYHU��WKHUH�LV�QR�UHDVRQ�WR�EHOLHYH�WKDW�WKH�FRQWULEXWLRQ�RI�WKH
RWKHU� UHOHYDQW� IDFWRUV� �H�J�� VRFLDO� QRUPV�� ODERXU� PDUNHW� LQVWLWXWLRQV� VXFK� DV
XQLRQV�DQG�PLQLPXP�ZDJHV��PDFURHFRQRPLF�FRQGLWLRQV��LV�OLNHO\�WR�EH�DQ\�OHVV
LPSRUWDQW�LQ�H[SODLQLQJ�WKH�REVHUYHG�GLVWULEXWLRQDO�FKDQJHV�LQ�SRRU�FRXQWULHV�

7KH�DQDO\VLV�RI�WKLV�SDSHU�QDWXUDOO\�OHDGV�WR�D�UDWKHU�GLIIHUHQW�SROLF\�SHUVSHFWLYH
IURP�WKDW�RI�HFRQRPLVWV�ZKR�DWWULEXWH�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�PRVWO\�WR
JOREDOL]DWLRQ�DQG�WHFKQRORJ\�
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7KLV�SDSHU�SURYLGHV�D�FULWLFDO�DQDO\VLV�RI�VRPH�ZLGHO\�DFFHSWHG�H[SODQDWLRQV�IRU
WKH� VLJQLILFDQW� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� WKDW� KDYH� RFFXUUHG� LQ� PDQ\
FRXQWULHV�GXULQJ�WKH�ODVW�WZR�GHFDGHV��7KH�VXEMHFW�KDV�DWWUDFWHG�D�JUHDW�GHDO�RI
DWWHQWLRQ� IURP� HFRQRPLVWV��+RZHYHU��PXFK� RI� WKLV� YDVW� OLWHUDWXUH� HPSKDVL]HV
WKH� UROH� RI� JOREDOL]DWLRQ� DQG� WHFKQRORJ\�� HLWKHU� VLQJO\� RU� WRJHWKHU�� DV� WKH
SULPDU\� LQIOXHQFH�V��RQ� LQFRPH�GLVWULEXWLRQ�GXULQJ� WKLV�SHULRG��SDUWLFXODUO\� LQ
DGYDQFHG�FRXQWULHV��7KH�SDSHU� DVVHVVHV� WKH�YDOLGLW\� RI� WKHVH�SURSRVLWLRQV� DQG
SURYLGHV� DQ� DOWHUQDWLYH� DQDO\WLFDO� DQG� SROLF\� SHUVSHFWLYH�� ,W� DOVR� FRQVLGHUV
ZKHWKHU� WKHVH� JOREDOL]DWLRQ� DQG�RU� WHFKQRORJ\� WKHVHV� FDQ� EH� DSSOLHG� WR
GHYHORSLQJ�FRXQWULHV�

$Q� DQDO\VLV� RI� WKH� UHODWLRQVKLS� EHWZHHQ� LQFRPH� LQHTXDOLW\�� JOREDOL]DWLRQ� DQG
WHFKQRORJLFDO� FKDQJH� UDLVHV� FRPSOH[� WKHRUHWLFDO�� HPSLULFDO�� DQG� SROLF\
TXHVWLRQV��7KHUH�DUH�GLVSXWHV�DERXW�IDFWV�DV�ZHOO�DV�WKH�HYLGHQWLDO�YDOXH�RI�VRPH
RI� WKH� IDFWV� ZKLFK� DUH� DGGXFHG� LQ� VXSSRUW� RI� SDUWLFXODU� WKHRULHV�� $W� WKH
DQDO\WLFDO�OHYHO��WKHUH�DUH�QRW�RQO\�GLVWLQFW�DSSURDFKHV�IURP�WKH�YDULRXV�ILHOGV�RI
HFRQRPLFV��ODERXU�HFRQRPLFV��LQWHUQDWLRQDO�HFRQRPLFV��WR�WKHVH�TXHVWLRQV�EXW�
DOVR�ZLWKLQ�HDFK�ILHOG��WKHUH�DUH�GLYHUVH�VFKRROV�RI�WKRXJKW�

,Q�GHYHORSHG�FRXQWULHV�LVVXHV�RI�JOREDOL]DWLRQ�� WHFKQRORJ\��DQG�UHODWLYH�ZDJHV
LQ�ULFK�DQG�SRRU�FRXQWULHV�DUH�QRW�PHUHO\�RI�DFDGHPLF�LQWHUHVW�EXW�KDYH�EHFRPH
REMHFWV�RI� LPPHGLDWH� FRQFHUQ� WR� FLYLO� VRFLHW\��7KH�GUDPDWLF� LPDJHV�RI� VWURQJ
SURWHVWV� E\� WHQV� RI� WKRXVDQGV� RI� VWUHHW� GHPRQVWUDWRUV� DW� WKH� 'HFHPEHU� ����
:72�PHHWLQJV� LQ�6HDWWOH�� DV�ZHOO� DV�VXEVHTXHQW�GHPRQVWUDWLRQV�DW� WKH�:RUOG
%DQN�,QWHUQDWLRQDO� 0RQHWDU\� )XQG� PHHWLQJV� LQ� :DVKLQJWRQ�� WHVWLI\� WR� WKHVH
FRQFHUQV�

,W� LV�QRW�WKH�SXUSRVH�RI� WKH�SUHVHQW�SDSHU� WR�SURYLGH�\HW�DQRWKHU�VXUYH\�RI� WKH
OLWHUDWXUH�� 7KLV� ZRXOG� EH� D� GXSOLFDWLRQ� RI� HIIRUW²VHYHUDO� H[FHOOHQW� VXUYH\V
DOUHDG\� H[LVW��� 2XU� PDLQ� REMHFWLYH� LV� WR� UHYLHZ� WKH� SULQFLSDO� LVVXHV� LQ� WKH
FRQWLQXLQJ�GHEDWH�RQ�WKH�VXEMHFW��WR�DVVHVV�ZKDW�FRQFOXVLRQV�KDYH�EHHQ�UHDFKHG�
KRZ� UREXVW� WKHVH� FRQFOXVLRQV� DUH�� WR� RXWOLQH� VRPH� IUHVK� LVVXHV�ZKLFK� UHTXLUH
UHVHDUFK��DQG�LPSRUWDQWO\�WR�SURYLGH�DQ�DOWHUQDWLYH�SROLF\�SHUVSHFWLYH�RQ�WKHVH
TXHVWLRQV�

������������������������������������������
�� 6HH� IRU� H[DPSOH� *RWWVFKDON� DQG� 6PHHGLQJ� �������� %XUWOHVV� �������� DQG� 6ODXJKWHU� DQG
6ZDJHO� ������� IRU� UHFHQW� UHYLHZV� RI� WKH� OLWHUDWXUH�� 6HH� DOVR� $WNLQVRQ� DQG� %RXUJXLJQRQ
�������



�

7KH� SDSHU� FRQFHQWUDWHV� UHODWLYHO\� PRUH� RQ� DGYDQFHG� WKDQ� RQ� GHYHORSLQJ
FRXQWULHV��7KLV� LV� QRW� EHFDXVH� WKH� TXHVWLRQ� RI� LQFRPH� GLVWULEXWLRQ� LV� DQ\� OHVV
VLJQLILFDQW� IRU� WKH� ODWWHU�JURXS�RI� FRXQWULHV� WKDQ� IRU� WKH� IRUPHU²LQGHHG�TXLWH
WKH�FRQWUDU\��7KH�PDLQ�UHDVRQ�IRU�WKLV�IRFXV� LV�QRW�RQO\�WKDW�JUHDWHU�DQG�PRUH
UHOLDEOH� LQIRUPDWLRQ� LV� DYDLODEOH� IRU� DGYDQFHG� FRXQWULHV� EXW� DOVR� WKDW� D�ZLGHU
�WKRXJK�DGPLWWHGO\�UDWKHU�FRQWHQWLRXV��OLWHUDWXUH�H[LVWV�IRU�WKLV�JURXS��7KH�SDSHU
LV� RUJDQL]HG� DV� IROORZV�� 6HFWLRQ� ,,� RXWOLQHV� WKH� PDLQ� VW\OL]HG� IDFWV� DERXW
LQHTXDOLW\� RI� LQFRPH� GLVWULEXWLRQ� DQG� RWKHU� XQIDYRXUDEOH� ODERXU� PDUNHW
WHQGHQFLHV� �KLJK� XQHPSOR\PHQW� DQG� GHLQGXVWULDOL]DWLRQ�� ZKLFK� KDYH� FRPH� WR
FKDUDFWHUL]H� LQGXVWULDO�HFRQRPLHV�GXULQJ� WKH�����V�DQG�����V�� LW�DOVR� UHYLHZV
WKH� UHOHYDQW� FKDUDFWHULVWLFV� RI� 1RUWK�6RXWK� WUDGH� LQ� PDQXIDFWXUHG� SURGXFWV�
6HFWLRQ�,,,�EULHIO\�GHVFULEHV� WKH�DOWHUQDWLYH�DSSURDFKHV�RI�GLIIHUHQW�VFKRROV�RI
WKRXJKW�WR�WKH�DQDO\VLV�RI�WKH�UHODWLRQVKLS�EHWZHHQ�ODERXU�PDUNHW�GHILFLWV�LQ�WKH
1RUWK� DQG� LWV� WUDGH� ZLWK� WKH� 6RXWK�� 6HFWLRQ� ,9� RXWOLQHV� WKH� QDWXUH� RI� WKH

WUDQVDWODQWLF� FRQVHQVXV
� ZKLFK� KDV� HPHUJHG� LQ� WKLV� DUHD�� QRWZLWKVWDQGLQJ
VHULRXV�PHWKRGRORJLFDO�GLIIHUHQFHV�EHWZHHQ�WUDGH�DQG�ODERXU�HFRQRPLVWV��7KLV
FRQVHQVXV�JLYHV�D�XQLILHG�H[SODQDWLRQ�IRU�LQFUHDVHG�LQFRPH�LQHTXDOLW\�LQ�WKH�86
DQG�RI�KLJK�XQHPSOR\PHQW� LQ�(XURSH�ZLWKLQ� WKH�VDPH�FRQFHSWXDO� IUDPHZRUN�
6HFWLRQV�9�DQG�9,�SURYLGH�D�FULWLTXH�RI�WKH�FRQVHQVXV�DQG�RXWOLQH�DQ�DOWHUQDWLYH
SHUVSHFWLYH� RQ� LQFRPH� LQHTXDOLW\�� XQHPSOR\PHQW� DQG� GHLQGXVWULDOL]DWLRQ� LQ
DGYDQFHG�FRXQWULHV��6HFWLRQV�9,,�WR�,;�FRQVLGHU�WUHQGV�LQ�LQFRPH�LQHTXDOLW\�LQ
GHYHORSLQJ�FRXQWULHV�DQG�DVVHVV� WKH�H[WHQW� WR�ZKLFK�WKHVH�FDQ�EH�DWWULEXWHG� WR
JOREDOL]DWLRQ� DQG� WHFKQRORJ\�� 6HFWLRQ�;� VXPV� XS� WKH� GLVFXVVLRQ� DQG� RXWOLQHV
SROLF\� FRQFOXVLRQV� ZKLFK� DUH� VXEVWDQWLDOO\� GLIIHUHQW� WKDQ� WKRVH� ZKLFK� IROORZ
IURP�WKH�
WUDQVDWODQWLF�FRQVHQVXV
�
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��� $GYHUVH�ODERXU�PDUNHW�RXWFRPHV

$OWKRXJK�WKH�IRFXV�RI�WKLV�SDSHU�LV�WR�VWXG\�WKH�HIIHFWV�RI�JOREDOL]DWLRQ��PDLQO\
LQ� WKH� IRUP� RI� UHGXFWLRQ� LQ� WUDGH� EDUULHUV�� DQG� WHFKQRORJ\� RQ� LQFRPH
GLVWULEXWLRQ��LW�LV�LPSRUWDQW�WR�DSSUHFLDWH�WKDW�LQ�SRSXODU�SHUFHSWLRQV�WUDGH�ZLWK
WKH�6RXWK�LV�EHLQJ�KHOG�UHVSRQVLEOH�QRW�RQO\�IRU�LQFUHDVHG�LQHTXDOLW\�DQG�ZDJH
GLVSHUVLRQ� LQ� DGYDQFHG� FRXQWULHV� EXW� DOVR� IRU� RWKHU� LPSRUWDQW� ODERXU� PDUNHW
RXWFRPHV�� 7KH� ODWWHU� LQFOXGH� VSHFLILFDOO\� GHLQGXVWULDOL]DWLRQ� DQG� YHU\� KLJK
RYHUDOO� XQHPSOR\PHQW� ZKLFK� KDV� DIIOLFWHG� LQGXVWULDO� FRXQWULHV� RYHU� WKH� ODVW
TXDUWHU�FHQWXU\��7KHVH�WZR�YDULDEOHV�DUH�DOVR�EULHIO\�FRQVLGHUHG�KHUH��QRW�OHDVW
EHFDXVH�DV�ZH�VKDOO�VHH�ODWHU��WKH\�DOVR�LQIOXHQFH�LQFRPH�GLVWULEXWLRQ�
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7KHVH�PLVJLYLQJV�RI� WKH�JHQHUDO�SXEOLF�KDYH�EHHQ�JLYHQ�SRZHUIXO� LQWHOOHFWXDO
EDFNLQJ�E\�$GULDQ�:RRG
V��������LQIOXHQWLDO�WUHDWLVH��,W�KDV�EHHQ�FXVWRPDU\�IRU
LQWHUQDWLRQDO�WUDGH�HFRQRPLVWV�WR�VXJJHVW�WKDW�WUDGH�ZLWK�WKH�7KLUG�:RUOG�GRHV
QRW� GR� DQ\� KDUP� WR� WKH� 1RUWK�� ,W� LV� DUJXHG� WKDW� WUDGH� JHQHUDOO\� SURPRWHV
ZHOIDUH�� EXW� HYHQ� WR� WKH� H[WHQW� WKDW� WUDGH� ZLWK� WKH� 7KLUG� :RUOG� PD\� FDXVH
GLIILFXOWLHV�IRU�ZRUNHUV�DQG�HPSOR\HUV�LQ�VRPH�LQGXVWULHV��LW�LV�VXFK�D�VPDOO�SDUW
RI�RYHUDOO�*'3�LQ�GHYHORSHG�FRXQWULHV�WKDW�LWV�QHW�HIIHFW�DW�WKH�PDFURHFRQRPLF
OHYHO�HLWKHU�RQ�LQFRPH�GLVWULEXWLRQ�RU�LQ�FUHDWLQJ�GHVWUR\LQJ�MREV�LV�UHJDUGHG�DV
EHLQJ�DW�EHVW�PDUJLQDO��

:RRG
V�VWXG\�RQ�WKH�RWKHU�KDQG�UHDFKHV�WKH�FRQFOXVLRQ�WKDW�WUDGH�ZLWK�WKH�7KLUG
:RUOG� GXULQJ� WKH� ����V� DQG� ����V� KDV� EHHQ� D� PDMRU� FRQWULEXWRU� WR� DOO� WKH
REVHUYHG� XQIDYRXUDEOH� ODERXU� PDUNHW� RXWFRPHV� LQ� WKH� 1RUWK�� D�
GHLQGXVWULDOL]DWLRQ��E��KLJK�XQHPSOR\PHQW��DQG�F��JURZLQJ�LQFRPH�LQHTXDOLW\�
+H�VWDWHV�KLV�WKHVLV�VXFFLQFWO\�DQG�XQDPELJXRXVO\�LQ�WKH�YHU\�ILUVW�SDUDJUDSK�RI
KLV�ERRN�

([SDQVLRQ� RI� WUDGH� KDV� OLQNHG� WKH� ODERXU� PDUNHWV� RI� GHYHORSHG
FRXQWULHV� �WKH� 1RUWK�� PRUH� FORVHO\� ZLWK� WKRVH� RI� GHYHORSLQJ
FRXQWULHV� �WKH� 6RXWK��� 7KLV� JUHDWHU� HFRQRPLF� LQWLPDF\� KDV� KDG
ODUJH� EHQHILWV�� UDLVLQJ� DYHUDJH� OLYLQJ� VWDQGDUGV� LQ� WKH�1RUWK�� DQG
DFFHOHUDWLQJ� GHYHORSPHQW� LQ� WKH� 6RXWK�� %XW� LW� KDV� KXUW� XQVNLOOHG
ZRUNHUV�LQ�WKH�1RUWK��UHGXFLQJ�WKHLU�ZDJHV�DQG�SXVKLQJ�WKHP�RXW
RI� MREV�� 1RUWKHUQ� JRYHUQPHQWV� PXVW� WDNH� DFWLRQ� WR� VROYH� WKLV
SUREOHP��2WKHUZLVH��WKH�1RUWK�ZLOO�FRQWLQXH�WR�VXIIHU�IURP�ULVLQJ
LQHTXDOLW\�DQG�PDVV�XQHPSOR\PHQW��DQG�WKH�6RXWK�IURP�EDUULHUV�WR
WUDGH��:RRG�������

:RRG�HVWLPDWHG�WKDW�VRXWKHUQ�FRPSHWLWLRQ�UHVXOWHG�LQ�D�QHW�UHGXFWLRQ�RI����SHU
FHQW� LQ� PDQXIDFWXULQJ� HPSOR\PHQW� LQ� WKH� 1RUWK� GXULQJ� WKH� SHULRG� VWXGLHG
�����V�DQG�HDUO\�����V���)XUWKHU��WR�WKH�H[WHQW�VXFK�FRPSHWLWLRQ�LQGXFHG�ODERXU
VDYLQJ�WHFKQLFDO�SURJUHVV�LQ�DGYDQFHG�FRXQWULHV��WKLV�SUREDEO\�OHG�WR�DGGLWLRQDO
MRE� ORVVHV� RI� HTXDO� PDJQLWXGH�� +H� DOVR� DVVHPEOHG� D� FRQVLGHUDEOH� DUUD\� RI
HYLGHQFH� WR� VXJJHVW� WHQWDWLYHO\� WKDW� LQFUHDVHG� LQHTXDOLW\� EHWZHHQ� VNLOOHG� DQG
XQVNLOOHG�ODERXU�LQ�WKH�1RUWK��SDUWLFXODUO\�LQ�WKH�86��KDV�ODUJHO\�EHHQ�D�UHVXOW�RI
VRXWKHUQ�FRPSHWLWLRQ� UDWKHU� WKDQ�DULVLQJ� IURP� WHFKQLFDO�FKDQJH��:RRG� ������
KRZHYHU�� JRHV� RQ� WR� VXJJHVW� WKDW� ZKLOVW� VNLOOV�EDVHG� WHFKQLFDO� SURJUHVV� GRHV
KDYH�D�VLJQLILFDQW�LQIOXHQFH�RQ�ODERXU�PDUNHW�LQHTXDOLW\��LW�LV�RQO\�JOREDOL]DWLRQ

������������������������������������������
��7KLV� LV�VWULFWO\�VSHDNLQJ�WUXH�RQO\�IRU� WKH� ILUVW�JHQHUDWLRQ�RI� WKLV� OLWHUDWXUH��5HIHUHQFHV� WR
WKLV� OLWHUDWXUH� DUH� LQFOXGHG� LQ� 6LQJK� ������ DQG� ������� 7KHVH� WZR� SDSHUV� DOVR� SURYLGH� D
FULWLTXH�RI�WKHVH�VWXGLHV�
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ZKLFK�FDQ�DFFRXQW� IRU� WKH� LQFUHDVH� LQ� WKH� UDWH� RI� FKDQJH�RI� REVHUYHG� LQFRPH
LQHTXDOLW\�LQ�WKH�UHFHQW�SHULRG�

:RRG�KDV�UHFHLYHG�LPSRUWDQW�DQDO\WLFDO�VXSSRUW�IRU�KLV�FRQFOXVLRQV�IURP�VRPH�
EXW�E\�QR�PHDQV�DOO��OHDGLQJ�WUDGH�HFRQRPLVWV��QRWDEO\�/HDPHU������DQG�������
7KLV�LVVXH�ZLOO�EH�WDNHQ�XS�IXUWKHU�LQ�6HFWLRQ�,,,�EHORZ�

TABLE 1
STANDARDIZED UNEMPLOYMENT RATE
IN INDUSTRIALIZED COUNTRIES, 1964-99

(average annual percentage changes)

Country 1964-73 1974-9 1980-9 1990-9
United States 4.5 6.7 7.3 5.8
Japan 1.2 1.9 2.5 3.0
Germany 1.1 3.2 7.0 9.0
United Kingdom 3.0 5.0 9.0 7.3
Total of G7 countries 3.1 5.0 6.9 7.1
Total EU 15 2.7 4.7 9.0 10.3
Total OECD 3.0 4.9 7.2 7.4

Source: OECD (1995a).

7DEOH���UHSRUWV�WKH�XQHPSOR\PHQW�UDWHV�LQ�LQGXVWULDO�FRXQWULHV�DQG�LQGLFDWHV�WKH
DODUPLQJ� LQFUHDVH� LQ� WKHVH� UDWHV� VLQFH� ������ ZKLFK�PDUNV� WKH� HQG� RI� WKH� VR�
FDOOHG� *ROGHQ� $JH� ���������� RI� HFRQRPLF� GHYHORSPHQW� LQ� WKHVH� FRXQWULHV�
3DUWLFXODUO\�VWULNLQJ�LQ�WKLV�WDEOH�DUH�WKH�ILJXUHV�IRU�*HUPDQ\��)RU�WKH�WHQ�\HDUV
EHIRUH� ����� �L�H�� WKH� ODVW� GHFDGH� RI� WKH� *ROGHQ� $JH��� WKH� DYHUDJH
XQHPSOR\PHQW� UDWH� LQ� :HVW� *HUPDQ\� ZDV� RQO\� VOLJKWO\� RYHU� �� SHU� FHQW�
+RZHYHU��GXULQJ�WKH�ODVW�WHQ�\HDUV�WKH�DYHUDJH�XQHPSOR\PHQW�UDWH�KDV�FOLPEHG
WR���SHU�FHQW��$OWKRXJK�WKH�ODWWHU�ILJXUH�LV�WR�VRPH�H[WHQW�DQ�RYHUVWDWHPHQW�DV�LW
LQFOXGHV�(DVW�*HUPDQ\��EXW�QHYHUWKHOHVV��WKH�GLIIHUHQFH�LV�VWLOO�TXLWH�GUDPDWLF�

0RUHRYHU��WKH�GDWD�VXJJHVW�WKDW�WKH�LQFLGHQFH�RI�WKH�FXUUHQW�XQHPSOR\PHQW�KDV
QRW�EHHQ�HYHQ�DFURVV�SRSXODWLRQ�JURXSV��LW�KDV�EHHQ�SDUWLFXODUO\�KLJK�DPRQJ�WKH
\RXWKV� DQG� WKH� ORZ� VNLOOHG� ZRUNHUV� �VHH� 2(&'� ����E��� $V� IRU
GHLQGXVWULDOL]DWLRQ��PDQXIDFWXULQJ�HPSOR\PHQW� LQ�*��FRXQWULHV� IHOO�E\����SHU
FHQW�RQ�DYHUDJH�GXULQJ����������7KH�H[WHQW�RI�FKDQJHV�UDQJHG�IURP�±�����SHU
FHQW�LQ�WKH�8.�WR�D�SRVLWLYH�ILJXUH�RI�����SHU�FHQW�LQ�&DQDGD��7KXV��LQ�WKH�8.
WKH� PDQXIDFWXULQJ� ODERXU� IRUFH� ZDV� OLWHUDOO\� KDOYHG� RYHU� WKLV� ILIWHHQ�\HDU
SHULRG��UHSUHVHQWLQJ�PDVVLYH�GHLQGXVWULDOL]DWLRQ���VHH�81&7$'�������

������������������������������������������
��+RZHYHU�� WKHUH�KDV� LPSRUWDQWO\� EHHQ� D� WUHQG� LQFUHDVH� LQ�8.�SURGXFWLYLW\� JURZWK�� )RU� D
IXOOHU� DQDO\VLV� RI� 8.� GHLQGXVWULDOL]DWLRQ� DQG� LWV� FRPSDULVRQ� ZLWK� WKH� 86�� VHH� +RZHV� DQG
6LQJK���������6HH�DOVR�.LWVRQ�DQG�0LFKLH���������DQG�5RZWKRUQ�DQG�5DPDVZDP\��������
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TABLE 2
CHANGES IN MARKET AND DISPOSABLE INCOME INEQUALITY IN

INDUSTRIAL COUNTRIES, 1980s

Country Source
Years

change

Market
income

inequality

Disposable
income

inequality
UK Goodman and Webb (1994)

Atkinson (1993)
1981-91 +++ ++++

US US Bureau of the Census (1995) 1980-93 +++ +++
Sweden Gustafsson and Palmer (1993)

Statistics Sweden (1995)
1980-93 ++ +++

Australia Saunders (1994) 1980-1
1989-90

+ +

Denmark Aaberge et al. (1995) 1981-90 + +
New Zealand Saunders (1994) 1981-9 + +
Japan Tachabanaki and Yagi (1995)

Bauer and Mason (1992)
1981-90 + +

Netherlands Atkinson, Rainwater, and Smeeding
(1995)
Muffels and Nelisen (1996)

1981-9 + +

Norway Epland (1992) 1982-9
1985-92

+
+

+
+

Belgium Cantillon et al. (1994) 1985-92 + +
Canada Beach and Slotsve (1994)

Statistics Canada (1994)
1980-92 + 0

Israel LIS (1995) 1979-92 + 0
Finland Uusitalo (1995) 1981-92 +++ 0
France Concialdi (1996) 1979-89 0 0
Portugal Rodrigues (1993) 1980-90 0 0
Spain LIS (1995) 1980-90 n.a. 0
Ireland Callan and Nolan (1993) 1980-7 + 0
W. Germany Burkhauser and Poupore (1997)

Hauser and Becker (1993)
1983-90 + 0

Italy Brandolini and Sestito (1993)
Eriksson and Ichino (1995)

1977-91 -- --

Source: Gottschalk and Smeeding (1997).

'HJUHH�RI�FKDQJH�LV�FRGHG�DV�IROORZV�
Designation Interpretation Rate of change in Gini
-- Small decline -5% or more
0 Zero -4 to +4%
+ Small increase -5 to 10%
++ Moderate increase 10 to 15%
+++ Large increase 16 to 29%
++++ Extremely large

increase
30% or more
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&RPSUHKHQVLYH� LQIRUPDWLRQ�RQ� LQFRPH� LQHTXDOLW\� DQG�ZDJH�GLVSHUVLRQ� LQ� WKH
1RUWK� GXULQJ� WKH� ����V� LV� JLYHQ� LQ� 7DEOH� ��� 7KH� WDEOH� UHSRUWV� GDWD� RQ� ERWK
PDUNHW�DQG�GLVSRVDEOH�LQFRPH�GLVWULEXWLRQ�LQ�DV�FRPSDUDEOH�D�IRUP�DV�SRVVLEOH
IRU� D� ODUJH� QXPEHU� RI� LQGXVWULDO� FRXQWULHV���7KHUH� LV� DQ� HQRUPRXV� DPRXQW� RI
LQIRUPDWLRQ�LQ�WKLV�WDEOH��EXW�WKH�UHOHYDQW�SRLQWV�IRU�RXU�SXUSRVHV�WRJHWKHU�ZLWK
WKRVH�IURP�RWKHU�GDWD�QRW�SUHVHQWHG�KHUH�PD\�EH�VXPPDUL]HG�DV�IROORZV�

���0RVW� FRXQWULHV� LQ� WKH� VWDWHG� SHULRGV� UHFRUGHG� HLWKHU� VRPH� LQFUHDVH� LQ
LQHTXDOLW\� RI�PDUNHW� LQFRPH� RU� QR� FKDQJH� DW� DOO��+RZHYHU�� LQ� WKH� FDVH� RI
GLVSRVDEOH� LQFRPH�� WKHUH� ZHUH� PDQ\� FRXQWULHV� ZKLFK� VKRZ� QR� FKDQJH� LQ
LQHTXDOLW\� GHVSLWH� WKH� IDFW� WKDW� WKHUH� ZDV� D� ZRUVHQLQJ� RI� PDUNHW� LQFRPH
GLVWULEXWLRQ�

��� 7KH� KLJKHVW� LQFUHDVH� LQ� LQFRPH� LQHTXDOLW\� GXULQJ� WKH� ����V� KDV� EHHQ
UHSRUWHG� IRU� WKH� 8.�� 7KH� *LQL� FRHIILFLHQW� IRU� WKH� 8.� GLVSRVDEOH� LQFRPH
LQFUHDVHG�E\�D�PDVVLYH����SHU�FHQW��,Q�IDFW�GXULQJ�WKLV�SHULRG�WKH�8.�PDUNHW
LQFRPH�LQHTXDOLW\�URVH�OHVV�WKDQ�LQHTXDOLW\�LQ�GLVSRVDEOH�LQFRPH�

��� 6ZHGHQ��QRUPDOO\�D�FRXQWU\�ZLWK�UHODWLYHO\�HTXDO�LQFRPHV��DOVR�H[SHULHQFHG
D�ODUJH�ULVH�LQ�WKH�*LQL�FRHIILFLHQW�IRU�GLVSRVDEOH�LQFRPH��7KLV�LQFUHDVH�ZDV
DOVR�JUHDWHU�WKDQ�WKDW�IRU�WKH�PDUNHW�LQFRPH�LQ�6ZHGHQ�

��� 7KH� 2(&'� �����E�� SURYLGHG� LQIRUPDWLRQ� RQ� HDUQLQJV� GLVSHUVLRQ� IRU
LQGXVWULDO�FRXQWULHV�EHWZHHQ������DQG�������7KHVH�GDWD��QRW�SUHVHQWHG�KHUH�
VXJJHVWHG�WKDW�DOWKRXJK�GLVSHUVLRQ�DV�PHDVXUHG�E\�WKH�UDWLR�RI�WKH�QLQHWLHWK
SHUFHQWLOH�WR�WKH�WHQWK�SHUFHQWLOH�KDV�EHHQ�LQFUHDVLQJ�LQ�DGYDQFHG�FRXQWULHV�
WKLV� ZDV� QRW� WUXH� IRU� DOO� FRXQWULHV�� *HUPDQ\� ZDV� D� QRWDEOH� H[FHSWLRQ�
0RUHRYHU�� WKH� WLPLQJ� DQG� WKH� H[WHQW� RI� WKH� LQFUHDVH� LQ� GLVSHUVLRQ�ZDV� IDU
IURP�EHLQJ�XQLIRUP�EHWZHHQ�FRXQWULHV�

��� $QRWKHU� LPSRUWDQW� DVSHFW� RI� JURZLQJ� LQHTXDOLW\� ZKLFK� KDV� UHFHLYHG
SDUWLFXODU� DWWHQWLRQ� LQ� WKH� 86� LV� WKH� LQFUHDVLQJ� JDS� VLQFH� ����� EHWZHHQ
VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV��6ODXJKWHU�DQG�6ZDJHO��������VXJJHVW�WKDW�LQ
WKH�86�UHODWLYH�ZDJHV�RI� OHVV�VNLOOHG�ZRUNHUV�KDYH�IDOOHQ�VWHHSO\� VLQFH� WKH
ODWH�����V��%HWZHHQ������DQG������WKH�DYHUDJH�ZDJH�RI�D�FROOHJH�JUDGXDWH
UHODWLYH� WR� WKH� ZDJH� RI� D� KLJK� VFKRRO� JUDGXDWH� URVH� E\� ��� SHU� FHQW�� WKH
DYHUDJH�ZHHNO\�HDUQLQJV�RI�PDOHV�LQ�WKHLU�IRUWLHV�WR�WKRVH�RI�PDOHV�LQ�WKHLU

������������������������������������������
��,Q�WKH�QDWXUH�RI�WKH�GDWD�RQ�LQFRPH�GLVWULEXWLRQ��VXFK�LQWHUQDWLRQDO�FRPSDULVRQV�FDQ�QHYHU
EH� TXLWH� H[DFW� DV� WKH� GHILQLWLRQ� RI� LQFRPH� PD\� GLIIHU� EHWZHHQ� FRXQWULHV�� GLIIHUHQW
DGMXVWPHQWV� PD\� EH� PDGH� IRU� KRXVHKROG� VL]H�� &RPSDULVRQ� LQ� WHUPV� RI� WUHQGV� DUH� PRUH
UHOLDEOH�WKDQ�OHYHOV��EXW�HYHQ�WUHQGV�PD\�EH�DIIHFWHG��6HH� IXUWKHU�*RWWVFKDON�DQG�6PHHGLQJ
��������$WNLQVRQ��������
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WZHQWLHV� URVH� E\� ��� SHU� FHQW�� WKXV� SXWWLQJ� D� SUHPLXP�RQ� H[SHULHQFH�� 7KLV
JURZLQJ�LQHTXDOLW\�UHYHUVHV�D�WUHQG�RI�SUHYLRXV�GHFDGHV��E\�VRPH�HVWLPDWHV
JRLQJ�EDFN�DV�IDU�DV�WKH�����V��WRZDUG�JUHDWHU�LQFRPH�HTXDOLW\�EHWZHHQ�WKH
PRUH�VNLOOHG�DQG�WKH�OHVV�VNLOOHG��$W�WKH�VDPH�WLPH��WKH�DYHUDJH�UHDO�ZDJH�LQ
WKH�86�KDV�JURZQ�RQO\�VORZO\�VLQFH�WKH�HDUO\�����V�DQG�WKH�UHDO�ZDJH�IRU
XQVNLOOHG�ZRUNHUV�KDV�DFWXDOO\�IDOOHQ�

��� ,W�LV�KLJKO\�VLJQLILFDQW�WKDW�WKH�GDWD�RQ�PHDVXUHV�RI�LQFRPH�LQHTXDOLW\�IRU�WKH
����V� GR� QRW� IXOO\� FRQIRUP� WR� WKH� SDWWHUQ� REVHUYHG� LQ� WKH� ����V�� 7KXV
$WNLQVRQ� ������� UHSRUWV� WKDW� XQOLNH� LQ� WKH� ����V�� ZKHQ� WKHUH� ZDV� DQ
HQRUPRXV�LQFUHDVH�LQ�WKH�*LQL�FRHIILFLHQW�IRU�GLVSRVDEOH�LQFRPH�LQ�WKH�8.�
EHWZHHQ������DQG������LW�KDUGO\�FKDQJHG�DW�DOO��,QGHHG��WKH�2(&'�������
IRXQG�WKDW�LQ�WKH�ILUVW�KDOI�RI�WKH�����V��WKHUH�ZDV�QR�HYLGHQFH�RI�D�JHQHUDO
LQFUHDVH�LQ�HDUQLQJV�LQHTXDOLW\�LQ�2(&'�FRXQWULHV��RI�WKH�VL[WHHQ�FRXQWULHV
VWXGLHG��LW�URVH�LQ�KDOI�DQG�IHOO�LQ�KDOI��6LPLODUO\��.DW]��������REVHUYHV�WKDW
WKH� 86� ZDJH� VWUXFWXUH� �PHDVXUHG� LQ� WHUPV� RI� UHDO� KRXUO\� ZDJHV� RI� WKH
QLQHWLHWK�� ILIWLHWK� DQG� WHQWK� SHUFHQWLOH� RI� ZRUNHUV�� ZLGHQHG� EHWZHHQ� ����
DQG� WKH�HDUO\�����V��EXW�KDV�QDUURZHG�EHWZHHQ������DQG�������7KHUH�KDV
DOVR�EHHQ�UDSLG�UHDO�ZDJH�JURZWK�VLQFH������

��� $WNLQVRQ��������ULJKWO\�HPSKDVL]HV�DQRWKHU�SRLQW�LQ�UHODWLRQ�WR�WKH�REVHUYHG
FKDQJHV�LQ�LQFRPH�LQHTXDOLW\�ZKLFK�LV�VLJQLILFDQW��+H�VXJJHVWV�WKDW�LW�LV�QRW
FRUUHFW�WR�VSHDN�DERXW�ORQJ�WHUP�WUHQGV�LQ�LQFRPH�LQHTXDOLW\�VLQFH�ZKDW�WKH
GDWD� VKRZ� QRW� RQO\� IRU� WKH� 8.� EXW� DOVR� IRU� RWKHU� FRXQWULHV�� DUH� SHULRGLF
HSLVRGHV�RI�LQFUHDVLQJ��GHFUHDVLQJ�RU�FRQVWDQW�LQHTXDOLW\�

��� 1RUWK�6RXWK�WUDGH�LQ�PDQXIDFWXUHV

7KHVH�XQIDYRXUDEOH�GHYHORSPHQWV�LQ�QRUWKHUQ�ODERXU�PDUNHWV�KDYH�DOO�RFFXUUHG
DW� WKH� VDPH� WLPH� DV� D� PDMRU� VSXUW� LQ� LPSRUWV� IURP� GHYHORSLQJ� WR� DGYDQFHG
FRXQWU\�PDUNHWV�� $Q� LPSRUWDQW� SDUW� RI�:RRG
V� HPSLULFDO� FDVH� IRU� VXJJHVWLQJ
WKDW�WUDGH�LV�WKH�PDLQ�FDXVH�RI�DOO�WKH�DGYHUVH�RXWFRPHV�LQ�WKH�SRVW������SHULRG
IRU�WKH�1RUWK
V�ZRUNHUV�UHVWV�RQ�WKH�FORVH�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�FKDQJHV
LQ� PDQXIDFWXULQJ� LPSRUWV� DV� D� SURSRUWLRQ� RI� WKH� *'3� DQG� PDQXIDFWXULQJ
HPSOR\PHQW�VKDUH�IRU�D�FURVV�VHFWLRQ�RI�LQGXVWULDO�FRXQWULHV��)XUWKHU��KH�SXWV�D
JUHDW�GHDO�RI�ZHLJKW�RQ�FRLQFLGHQFH�RI�WKH�WLPLQJ�RI�WKH�WZR�SKHQRPHQD�LQ�KLV
UHMHFWLRQ� RI� WHFKQLFDO� FKDQJH� UDWKHU� WKDQ� WUDGH� DV� WKH� PDLQ� FDXVDO� IDFWRU�� ,Q
DVVHVVLQJ�WKH�VWUHQJWK�RI�:RRG
V�DQDO\VLV�� LW� LV�WKHUHIRUH�QHFHVVDU\�WR�H[DPLQH
WKH�QDWXUH��SDWWHUQ��DQG�YROXPH�RI�1RUWK�6RXWK�WUDGH�LQ�PDQXIDFWXUHV�LQ�UHFHQW
GHFDGHV�
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81&7$'��������SURYLGHG�XVHIXO� HPSLULFDO� GDWD�RQ� WKLV� VXEMHFW� FRYHULQJ� WKH
\HDUV����������7KH�UHOHYDQW�SRLQWV�ZKLFK�HPHUJH�IURP�LW�PD\�EH�VXPPDUL]HG
DV�IROORZV�

��� ,W�LV�LQGHHG�WUXH�WKDW�WKH�YROXPH�RI�PDQXIDFWXULQJ�LPSRUWV�IURP�WKH�6RXWK�WR
WKH�1RUWK�URVH�DW�D�YHU\�IDVW�DYHUDJH�UDWH�RI����SHU�FHQW�SHU�DQQXP�EHWZHHQ
����� DQG������� EXW� WKH� VWDUWLQJ� YROXPH�ZDV� TXLWH� ORZ��&RQVHTXHQWO\�� WKH
WRWDO�LPSRUWV�IURP�GHYHORSLQJ�FRXQWULHV�H[FOXGLQJ�&KLQD�LQ�WKH�HDUO\�����V
FRQVWLWXWHG�RQO\�����SHU�FHQW�RI�WKH�FRPELQHG�*'3�RI�WKH�2(&'�FRXQWULHV�
(YHQ� QRZ� WKHVH� LPSRUWV� DUH� OHVV� WKDQ� �� SHU� FHQW� RI� WKH� 2(&'� *'3
�.UXJPDQ�� �������0DQ\� HFRQRPLVWV� WKHUHIRUH� ILQG� LW� GLIILFXOW� WR� VHH� KRZ
VXFK� ODUJH� FKDQJHV� LQ� XQHPSOR\PHQW� RU� LQFRPH� LQHTXDOLW\� LQ� DGYDQFHG
FRXQWULHV�FDQ�EH�DWWULEXWHG�WR�WKLV�PDUJLQDO�YROXPH�RI�WUDGH�ZLWK�GHYHORSLQJ
FRXQWULHV��7KLV�SRLQW�ZLOO�EH�H[DPLQHG�PRUH�IXOO\�EHORZ�

��� ,W� LV�DOVR� LPSRUWDQW� WR�DSSUHFLDWH� WKDW� WKH�1RUWK
V�PDQXIDFWXULQJ�H[SRUWV� WR
WKH�6RXWK�ZHUH�JUHDWHU�WKDQ�LWV�PDQXIDFWXULQJ�LPSRUWV�WKURXJKRXW�WKH�SHULRG�
7KH�81&7$'�GDWD�VHW�LQGLFDWHV�WKDW�DGYDQFHG�FRXQWULHV�HQMR\HG�D�VXUSOXV
RI� QHDUO\� ����� ELOOLRQ� LQ� ����� �PHDVXUHG� LQ� ����� SULFHV�� LQ� WKHLU
PDQXIDFWXULQJ� WUDGH�ZLWK� GHYHORSLQJ� FRXQWULHV�� 7KLV� DPRXQWHG� WR� DERXW� �
SHU�FHQW�RI�WKH�1RUWK
V�FRPELQHG�*'3�LQ�WKDW�\HDU��ZKLFK�VLJQLILFDQWO\�ZDV
PXFK� WKH� VDPH� ILJXUH� DV� WKDW� UHFRUGHG� WZHQW\� \HDUV� HDUOLHU� LQ� ������ 7KH
GHFRPSRVLWLRQ�RI� WKLV� DJJUHJDWH� ILJXUH� IRU� WKH�1RUWK� DV� D�ZKROH�� LQGLFDWHV
LPSRUWDQW� GLIIHUHQFHV� EHWZHHQ� WKH� (8�� WKH�86� DQG� -DSDQ�� 7KH� ((&� WUDGH
VXUSOXV� IROORZHG� WKH� SDWWHUQ� RI� WKH� 1RUWK� DV� D� ZKROH�� ZKLOH� WKH� -DSDQHVH
VXUSOXV�URVH�DQG�WKDW�RI�WKH�86�IHOO��WXUQLQJ�QHJDWLYH�LQ������

��� 7KH�SDWWHUQ�RI�FKDQJHV� LQ�1RUWK�6RXWK�PDQXIDFWXULQJ� WUDGH�EDODQFH� DUH�RI
VLJQLILFDQFH��7KHUH�DUH�WKUHH�GLVWLQFW�SKDVHV�LQ�WKH�HYROXWLRQ�RI�WKLV�EDODQFH�
'XULQJ� WKH� ILUVW� SKDVH�� ��������� WKH�1RUWK
V� WUDGH� EDODQFH�ZLWK� WKH� 6RXWK
URVH�� LW� GHFOLQHG� EHWZHHQ� ����� DQG� ����� DQG� VWDUWHG� WR� ULVH� DJDLQ� LQ� WKH
����V�� 7KH� SUR[LPDWH� FDXVHV� RI� WKLV� HYROXWLRQ� OD\� LQ� WKH� JUHDW� VXUJH� RI
ERUURZLQJV� RI� SHWURGROODUV� E\� GHYHORSLQJ� FRXQWULHV� LQ� WKH� ����V�� WKH� GHEW
FULVHV�LQ�WKH�����V�ZKLFK�JUHDWO\�UHGXFHG�VRXWKHUQ� LPSRUWV� IURP�DGYDQFHG
FRXQWULHV�� DQG� WKH� SRVW������ SHULRG�ZKHQ� HFRQRPLF� UHYLYDO� LQ� GHYHORSLQJ
FRXQWULHV�DJDLQ�OHDG�WR�LQFUHDVHG�LPSRUWV�IURP�WKH�1RUWK�

��� $Q�DQDO\VLV�RI�FKDQJHV�LQ�PDQXIDFWXULQJ�HPSOR\PHQW�LQ�LQGXVWULDO�FRXQWULHV
VXJJHVWV� WKDW� WKHVH�ZHUH�PXFK�PRUH� FORVHO\� UHODWHG� WR� UHFHVVLRQV� LQ� WKHVH
FRXQWULHV� ��������� �������� �������� DQG� WR� D� UHGXFWLRQ� LQ� H[SRUWV� WR
GHYHORSLQJ� FRXQWULHV� LQ� WKH� ����V�� UDWKHU� WKDQ� WR� ULVLQJ� PDQXIDFWXULQJ
LPSRUWV�IURP�WKH�ODWWHU��,W�LV�WKHUHIRUH�QRW�VXUSULVLQJ�WKDW�WKHUH�LV�YHU\�OLWWOH
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FRUUHVSRQGHQFH� EHWZHHQ� WLPLQJ� RI� XQHPSOR\PHQW� VXUJHV� LQ� DGYDQFHG
FRXQWULHV� DQG� HLWKHU� WKDW� RI� WKH� JURZWK� RI� LPSRUWV� RU� RI� FKDQJHV� LQ� WUDGH
EDODQFH��81&7$'��������VXPV�XS�DV�IROORZV�

1HLWKHU�WKH�HYROXWLRQ�RI�PDQXIDFWXULQJ�WUDGH�EDODQFHV�QRU� WKDW�RI
LPSRUW� SHQHWUDWLRQ� UDWLRV� VXJJHVWV� WKDW� WKHUH� LV� DQ\� VLJQLILFDQWO\
FORVH� UHODWLRQ� EHWZHHQ� 1RUWK�6RXWK� WUDGH� LQ� PDQXIDFWXULQJ� DQG
XQHPSOR\PHQW��7KH�WLQ\�VZLQJ�LQ�WKH�WUDGH�EDODQFH�IURP��������
FRPSDUHV� WR� MRE� ORVVHV� RI� ��� SHU� FHQW�� DQG� WKH� WLPLQJ� RI� WKHVH
ORVVHV� GLG� QRW� V\VWHPDWLFDOO\� FRLQFLGH�ZLWK� HLWKHU� GHFOLQHV� LQ� WKH
1RUWK
V� RYHUDOO� WUDGH� VXUSOXV� ZLWK� WKH� 6RXWK� RU� ZLWK� WKH� ULVH� LQ
LPSRUWV�IURP�WKH�GHYHORSLQJ�FRXQWULHV��1RW�RQO\�ZDV�WKH�JURZWK�RI
PDQXIDFWXUHG�LPSRUWV�IURP�WKH�6RXWK�DFWXDOO\�IDVWHU� LQ�WKH�����V
WKDQ� LQ� WKH� ����V�� EXW� DOVR� WKH� PRVW� LPSRUWDQW� LQIOXHQFH� RQ� WKH
WUDGH� EDODQFH� LQ� WKH� ����V� FDPH� WKURXJK� D� GHFOLQH� LQ� QRUWKHUQ
H[SRUWV� GXH� WR� XQIDYRXUDEOH� HFRQRPLF� FRQGLWLRQV� LQ� WKH� 6RXWK
�81&7$'�������

��� )LQDOO\� LW� LV� LPSRUWDQW� WR� QRWH� WKDW� WKHUH� KDYH� EHHQ� SUHYLRXV� VXUJHV� RI
LPSRUWV� LQWR� DGYDQFHG� FRXQWULHV� RI� VLPLODU� PDJQLWXGHV� DV� WKRVH� REVHUYHG
GXULQJ� WKH� ����V� DQG� ����V� ZLWKRXW� OHDGLQJ� WR� DGYHUVH� ODERXU� PDUNHW
FRQVHTXHQFHV�� 6SHFLILFDOO\�� 81&7$'� ������� SURYLGHV� LQIRUPDWLRQ� RQ
LPSRUW�SHQHWUDWLRQ�E\� ORZ�ZDJH�GHYHORSLQJ�FRXQWULHV�RI� LQGXVWULDO� FRXQWU\
PDUNHWV� EHWZHHQ� ����� DQG� ����� DQG� FRUUHVSRQGLQJ� LQIRUPDWLRQ� IRU� WKH
SHULRG���������RQ� LPSRUW�SHQHWUDWLRQ�E\� WKH� WKHQ�ORZ�ZDJH��ZKHUH�ZDJHV
ZHUH� OHVV� WKDQ� KDOI� WKRVH� RI� WKH� 86�� FRXQWULHV� RI� ,WDO\� DQG� -DSDQ� RI� WKH
PDUNHWV�IRU�PDQXIDFWXUHV�RI�((&�DQG�WKH�86��7KHVH�GDWD� LQGLFDWH� WKDW� WKH
LPSRUW� SHQHWUDWLRQ� RI� LQGXVWULDO� FRXQWU\� PDUNHWV� GXULQJ� WKH� WZR� SHULRGV
���������DQG����������ZDV�RQ�D� URXJKO\�FRPSDUDEOH� VFDOH��+RZHYHU�� WKLV
HDUOLHU�IDVW�SHQHWUDWLRQ�RI�WKH�PDUNHWV�RI�WKH�86�DQG�WKH�((&�E\�-DSDQ�DQG
,WDO\��GLG�QRW�UHVXOW�LQ�HLWKHU�PDVV�XQHPSOR\PHQW�LQ�(XURSH�RU�VWDJQDQW�UHDO
ZDJHV�DQG�LQFUHDVLQJ�LQFRPH�LQHTXDOLW\�LQ�WKH�86��,QGHHG��GXULQJ���������
DYHUDJH�86�ZDJHV�URVH�DW���SHU�FHQW�SHU�DQQXP�DQG�WKH�FRXQWU\�KDG�D�EHWWHU
HPSOR\PHQW� UHFRUG� WKDQ� LW� KDV� DFKLHYHG� VXEVHTXHQWO\�� +RZHV� DQG� 6LQJK
�������DUJXH�WKDW�WKH�PDLQ�UHDVRQ�IRU�WKH�VWDJQDWLRQ�RI�DYHUDJH�UHDO�ZDJHV�LQ
WKH�86�EHWZHHQ������DQG������LV�WKDW�WKH�HFRQRP\�LQ�WKH�SRVW������SHULRG
KDV�EHHQ�H[SDQGLQJ�DW�D�ORZHU�ORQJ�WHUP�UDWH�WKDQ�EHIRUH��%HWZHHQ������DQG
������WKH�86�*'3�JUHZ�DW�DQ�DQQXDO�UDWH�RI���SHU�FHQW�FRPSDUHG�ZLWK����
SHU�FHQW�VLQFH������
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$V� LQGLFDWHG� LQ� WKH� ,QWURGXFWLRQ�� VWXGLHV� WR� H[SODLQ� WKH� REVHUYHG� FKDQJHV� LQ
LQFRPH� GLVWULEXWLRQ� GXULQJ� WKH� ODVW� WZR� GHFDGHV� KDYH� XVHG� ZLGHO\� GLIIHUHQW
DQDO\WLFDO�DSSURDFKHV��0XFK�RI�WKH�UHVHDUFK�RQ�WKLV�VXEMHFW�KDV�EHHQ�FDUULHG�RXW
E\�ODERXU�HFRQRPLVWV�DQG�LW�SHUWDLQV�ODUJHO\�WR�RQH�FRXQWU\��WKH�86��7KH�EDVLF
PHWKRGRORJ\�HPSOR\HG�LV�WKDW�RI�HVWLPDWLQJ�WKH�
IDFWRU�FRQWHQW
�RI�LQWHUQDWLRQDO
WUDGH��WKH�VWXGLHV�IRFXV�RQ�WKH�YROXPH�RI�LPSRUWV�DQG�H[SRUWV�DQG�H[DPLQH�WKH
IDFWRUV�HPERGLHG�LQ�WKHVH�IORZV��2WKHU�WKLQJV�EHLQJ�HTXDO��LPSRUWV�DUH�WKRXJKW
WR�DGG�WR�WKH�ODERXU�HQGRZPHQW�RI�WKH�LPSRUWLQJ�FRXQWU\�DQG�UHGXFH�WKH�ODERXU
HQGRZPHQW� RI� WKH� H[SRUWLQJ� FRXQWU\�� /HDGLQJ� LQYHVWLJDWLRQV� LQ� WKLV� PRGH
LQFOXGH�%RUMDV�DQG�5DPH\���������%RXQG�DQG�-RKQVRQ���������%HUPDQ��%RXQG
DQG�*ULOLFKHV���������DQG�)UHHPDQ�DQG�.DW]�������DQG�������

:RRG
V� ������� DQDO\VLV� RI� WKH� UHODWLRQVKLS� EHWZHHQ� HPSOR\PHQW�� ZDJH
LQHTXDOLW\� DQG� LQWHUQDWLRQDO� WUDGH� LV� EDVHG� RQ� WKH� WUDGLWLRQDO� +HFNVKHU�2KOLQ
PRGHO��ZLWK� DQ� LPSRUWDQW�PRGLILFDWLRQ�� WKDW� LQVWHDG�RI� FDSLWDO� DQG� ODERXU� WKH
WZR�IDFWRUV�DUH�VNLOOHG�DQG�XQVNLOOHG�ODERXU��7KH�1RUWK�LV�HQGRZHG�ZLWK�PRUH
RI� WKH� IRUPHU�� DQG� WKH� 6RXWK� LV� HQGRZHG�ZLWK�PRUH� RI� WKH� ODWWHU�� 2WKHUZLVH�
:RRG�PDNHV�WKH�XVXDO�DVVXPSWLRQV�RI�FRQVWDQW�UHWXUQV�WR�VFDOH��EDODQFHG�WUDGH�
DQG�SHUIHFW�FRPSHWLWLRQ��0RUH�JHQHUDOO\��WUDGH�HFRQRPLVWV�XVH�PRGHOV�EDVHG�RQ
WKH�6WROSHU�6DPXHOVRQ�WKHRUHP��,QVWHDG�RI�WUDGH�YROXPHV��WKH�HPSLULFDO�VWXGLHV
LQ� WKLV� JHQUH� IRFXV� RQ� SURGXFW� SULFHV�� 7KH� OHDGLQJ� VWXGLHV� DUH� /DZUHQFH� DQG
6ODXJKWHU���������6DFKV�DQG�6KDW]���������.UXJPDQ���������/HDPHU�������DQG
�������DQG�6ODXJKWHU�DQG�6ZDJHO��������

7KH� PDLQ� FRQFOXVLRQ� RI� WKH� VWXGLHV� E\� ODERXU� HFRQRPLVWV� LV� WKDW� WUDGH� ZLWK
GHYHORSLQJ�FRXQWULHV�KDV�UHODWLYHO\�OLWWOH�DIIHFW�RQ�ZDJH�GLVSHUVLRQ�RU�WKH�VNLOO
SUHPLXP�� PRVW� RI� WKH� ODWWHU� LQ� WKHLU� YLHZ� KDV� EHHQ� FDXVHG� E\� VNLOO�ELDVHG
WHFKQLFDO�SURJUHVV��7KHLU�EDVLF�DUJXPHQWV�LQ�VXSSRUW�RI�WKHVH�FRQFOXVLRQV�PD\
EH�VXPPDUL]HG�DV�IROORZV�

��� 7KH� YROXPH� RI� 86� WUDGH� ZLWK� GHYHORSLQJ� FRXQWULHV� LV� WRR� VPDOO� WR� EULQJ
DERXW� WKH� VKLIWV� LQ� WKH� UHODWLYH� GHPDQG� DQG� VXSSO\� FXUYHV� RI� VNLOOHG� DQG
XQVNLOOHG�ODERXU�ZKLFK�ZRXOG�EH�UHTXLUHG�WR�H[SODLQ�WKH�REVHUYHG�FKDQJHV�LQ
WKH�VNLOO�SUHPLXP�DQG�ZDJH�GLVSHUVLRQ�

��� ,I� WUDGH� ZDV� WKH� PDLQ� FDXVH� RI� WKH� FKDQJHV� LQ� WKH� VNLOO� SUHPLXP�� VXFK
SUHPLXP�VKRXOG�RQO\�QRUPDOO\�EH�IRXQG�LQ�WUDGLQJ�LQGXVWULHV��+RZHYHU��WKH
JDS� EHWZHHQ� FROOHJH� JUDGXDWHV� DQG� KLJK� VFKRRO� GURSRXWV� KDV� LQFUHDVHG� LQ
DOPRVW�DOO� LQGXVWULHV� WKURXJKRXW� WKH�HFRQRP\��7KLV� LQGLFDWHV� WKDW� WKH�PDLQ
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FDXVDO� IDFWRU� LV� EURDG� WHFKQRORJLFDO� FKDQJH� VXFK� DV� WKDW� UHSUHVHQWHG� E\
LQIRUPDWLRQ� WHFKQRORJ\��ZKLFK�DIIHFWV�DOO� VHFWRUV��7KLV� WHFKQRORJ\� LV� VNLOO�
ELDVHG�DQG�UDLVHV�WKH�GHPDQG�IRU�VNLOOHG�ZRUNHUV�DW�WKH�H[SHQVH�RI�XQVNLOOHG
ZRUNHUV�

��� 1RW� RQO\� KDV� WKH� VNLOO� SUHPLXP� LQFUHDVHG� LQ� PRVW� LQGXVWULHV�� LW� KDV� DOVR
LQFUHDVHG�ZLWKLQ�LQGXVWULHV�DQG�ZLWKLQ�ODUJH�ILUPV�

��� $QRWKHU� LPSRUWDQW� UHDVRQ� IRU� UHJDUGLQJ� WHFKQLFDO� SURJUHVV� WR� EH� WKH�PDLQ
FDXVH� RI� LQFUHDVHG� ZDJH� LQHTXDOLW\� LV� WKDW� GHVSLWH� WKH� ULVH� LQ� WKH� UHODWLYH
ZDJHV�RI�VNLOOHG�ZRUNHUV��PRUH�RI�WKHP�DUH�HPSOR\HG�LQ�HDFK�VHFWRU��WKHUH
KDVQ
W� EHHQ� WKH� VXEVWLWXWLRQ� RI� WKH� VNLOOHG� ZRUNHUV� E\� FKHDSHU�� XQVNLOOHG
ZRUNHUV�

7KH� ODERXU� HFRQRPLVWV
�PHWKRGV� DQG� FRQFOXVLRQV� RQ� WKH� UHODWLRQVKLS�EHWZHHQ
WUDGH��WHFKQRORJ\�DQG�ZDJH�LQHTXDOLW\�KDYH�EHHQ�VHYHUHO\�FULWLFL]HG�E\�/HDPHU
������� DQG� E\� :RRG� �������� :RRG� DUJXHG� WKDW� IDFWRU�FRQWHQW� VWXGLHV� RI
QRUWKHUQ� XQVNLOOHG� MRE� ORVVHV� DULVLQJ� IURP�1RUWK�6RXWK� WUDGH� XQGHUVWDWH� VXFK
ORVVHV�� 7KLV� LV� EHFDXVH� WKH\� XVH� WKH� IDFWRU� SURSRUWLRQV� RI� QRUWKHUQ� LQGXVWU\�
ZKLFK�� KRZHYHU�� FDQ� VXUYLYH� ILHUFH� VRXWKHUQ� FRPSHWLWLRQ� LQ� ODERXU� LQWHQVLYH
SURGXFWV�RQO\�LQ�FHUWDLQ�VNLOO�LQWHQVLYH�QLFKHV��+RZHYHU��:RRG
V�RZQ�VROXWLRQ
WR�WKLV�GLIILFXOW\�RI�XVLQJ�LQVWHDG�WKH�IDFWRU�SURSRUWLRQV�RI�LQGXVWU\�LQ�WKH�6RXWK
KDV�EHHQ�H[WUHPHO\�FRQWURYHUVLDO��VHH�%XUWOHVV�������DQG�6ODXJKWHU�DQG�6ZDJHO
������

/HDPHU
V�REMHFWLRQV�WR�ODERXU�HFRQRPLVWV
�PHWKRGRORJ\�DUH�PRUH�IXQGDPHQWDO�
+H� VXJJHVWV� WKDW� WKH� IDFWRU�FRQWHQW� PHWKRGRORJ\� VKRZV� D� WRWDO
PLVXQGHUVWDQGLQJ�RI�WKH�WKHRU\�RI�LQWHUQDWLRQDO�WUDGH��7KH�WKHRU\�LQGLFDWHV�WKDW
WKH�YROXPH�RI�WUDGH�EHWZHHQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�LV�LUUHOHYDQW�
LW� LV� WKH� SULFHV� �ZKLFK� DUH� GHWHUPLQHG� DW� WKH� PDUJLQ�� ZKLFK� PDWWHU�� +H� DOVR
VXJJHVWV� WKDW� WKH� IDFWRU�ELDV�RI� WHFKQLFDO�FKDQJH� LV�QRW� UHOHYDQW�EXW� UDWKHU� WKH
LQGXVWU\� LQ� ZKLFK� WHFKQLFDO� FKDQJH� RFFXUV�� 7KXV� KLV� UHMHFWLRQ� RI� ODERXU
HFRQRPLVWV
�DQDO\VLV�DQG�FRQFOXVLRQV�ZLWK�UHVSHFW�WR�WKH�UHODWLYH�FRQWULEXWLRQV
RI�WHFKQRORJ\�DQG�WUDGH�LQ�H[SODLQLQJ�WKH�UHFHQW�86�ZDJH�LQHTXDOLW\�

.UXJPDQ��������SURYLGHV�D�VSLULWHG�GHIHQFH�RI�WKH�IDFWRU�FRQWHQW�PHWKRGRORJ\�
+LV�PDLQ�SRLQW�LV�WKDW�ODERXU�HFRQRPLVWV�DUH�DQVZHULQJ�D�GLIIHUHQW�TXHVWLRQ�WKDQ
WKH� RQH� ZKLFK� /HDPHU� LV� FRQVLGHULQJ�� 7KH� ODWWHU� DUH� HVVHQWLDOO\� DVNLQJ� WKH
TXHVWLRQ��ZKDW�ZRXOG�KDYH�EHHQ�WKH�SURILOH�RI�86�ZDJH�GLVWULEXWLRQ�KDG�WKHUH
EHHQ� QR� WUDGH� EHWZHHQ� WKH�86� DQG� GHYHORSLQJ� FRXQWULHV�� /HDPHU� LV� KRZHYHU
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FRQVLGHULQJ�RQO\�PDUJLQDO�FKDQJHV� LQ� WUDGH�DQG�DQDO\VLQJ�HIIHFWLYHO\� WKH�FDVH
RI�D�VPDOO��RSHQ�HFRQRP\��

,Q� WKHLU� FRPSUHKHQVLYH� DQG� DEOH� UHYLHZ� RI� WKH� OLWHUDWXUH� RQ� WKH� HIIHFWV� RI
LQWHUQDWLRQDO�WUDGH�RQ�ZDJHV�DQG�HPSOR\PHQW�RI�VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV�
6ODXJKWHU�DQG�6ZDJHO�FRQFOXGH�WKDW� WKH� LVVXH�RI�KRZ�WR�PHDVXUH�SURSHUO\� WKH
LPSDFW�RI�WUDGH�RQ�ODERXU�PDUNHWV�LV�VWLOO�ODUJHO\�XQUHVROYHG��7KH\�REVHUYH�� 
,I
DQ\WKLQJ�� WKH� GLVDJUHHPHQWV� DUH� EHFRPLQJ� PRUH� FRQWHQWLRXV��� :KDW� LV
UHPDUNDEOH�� KRZHYHU�� LV� WKH� FRPPRQ� ILQGLQJ� DFURVV� ERWK� �LQWHUQDWLRQDO� WUDGH
HFRQRPLVWV�DQG�ODERXU�HFRQRPLVWV�� OLWHUDWXUHV�RI�RQO\�D� VPDOO� LPSDFW�RI� WUDGH
RQ� ZDJHV� DQG� LQFRPH� LQHTXDOLW\�
� �SDUHQWKHVHV� DGGHG�� 6ODXJKWHU� DQG� 6ZDJHO
����������

,9 7+(�75$16$7/$17,&�&216(1686

1RWZLWKVWDQGLQJ� WKH�DERYH�PHWKRGRORJLFDO�GLIIHUHQFH�EHWZHHQ� WKH� ODERXU� DQG
WUDGH�HFRQRPLVWV��WKHUH�LV�DW�RQH�OHYHO��DV�$WNLQVRQ��������QRWHV��D�UHPDUNDEOH
GHJUHH�RI�FRQVHQVXV�DPRQJ�VFKRODUV�RQ�ERWK� VLGHV�RI� WKH�$WODQWLF� FRQFHUQLQJ
UHDVRQV� IRU� JURZLQJ� LQFRPH� LQHTXDOLW\� LQ� WKH� 86� DQG� WKH� 8.� DQG� PDVV
XQHPSOR\PHQW� LQ� FRQWLQHQWDO� (XURSH�� 7KHVH� DUH� ERWK� DVFULEHG� WR� D� VLQJOH
XQLIRUP�FDXVH��D�VKLIW�RI�GHPDQG�DZD\�IURP�XQVNLOOHG�WRZDUG�VNLOOHG�ZRUNHUV�
,Q�WKH�86�DQG�WKH�8.��EHFDXVH�RI�WKHLU�IOH[LEOH�ODERXU�PDUNHWV��WKLV�VKLIW�OHDGV
WR� LQFUHDVLQJ� LQHTXDOLW\�� ,Q� FRQWLQHQWDO� (XURSH�� RQ� WKH� RWKHU� KDQG��ZLWK� ULJLG
ODERXU� PDUNHWV�� WKH� VDPH� FDXVDO� IDFWRU� UHVXOWV� LQ� ODUJH� LQFUHDVHV� LQ
XQHPSOR\PHQW�

%\�WKZDUWLQJ�PDUNHW�IRUFHV��(XURSHDQ�FRXQWULHV�DUH�DEOH�WR�NHHS�XS�WKH�ZDJHV
RI� XQVNLOOHG�ZRUNHUV�� EXW� DW� WKH� H[SHQVH� RI� JURZLQJ� XQHPSOR\PHQW�� )OH[LEOH
ODERXU�PDUNHWV� HQDEOH� WKH�86� HFRQRP\�� VR� WKH� DUJXPHQW� JRHV�� WR� KDYH� KLJK
OHYHOV�RI�HPSOR\PHQW�EXW�UHDO�ZDJHV�KDYH�UHPDLQHG�VWDJQDQW�DQG�WKRVH�RI� WKH
XQVNLOOHG�ZRUNHUV�KDYH�GHFOLQHG�

������������������������������������������
��/HDPHU��������SURYLGHV�D�UHSO\�WR�.UXJPDQ
V�SRLQWV��7KLV�FRQWURYHUV\�LV�OLNHO\�WR�UXQ�RQ�DQG
RQ�
��$�PDLQ�LVVXH�EHWZHHQ�WKH�WUDGH�DQG�ODERXU�HFRQRPLVWV�LV�ZKHWKHU�SULFHV�RU�TXDQWLWLHV�DUH
WKH� FKLHI� FKDQQHO� WKURXJK� ZKLFK� LQWHUQDWLRQDO� WUDGH� DIIHFWV� ZDJH� LQHTXDOLW\�� +RZHYHU�� LW
VKRXOG�EH�QRWHG�DW�GHVSLWH�DJUHHPHQW�RQ� WKH�EDVLF�PHWKRGRORJ\�� WUDGH�HFRQRPLVWV�GLIIHU� LQ
WKHLU� FRQFOXVLRQV�� 0RVW� RI� WKHP� UHJDUG� :RRG
V� HVWLPDWHV� RI� WKH� HIIHFWV� RI� WUDGH� RQ
XQHPSOR\PHQW�DQG�LQFRPH�GLVWULEXWLRQV�WR�EH�UDWKHU�H[WUHPH��7KLV�SRLQW�LV�GLVFXVVHG�IXUWKHU
LQ�6HFWLRQ�,9�



��

7KLV� LV� RI� FRXUVH� D� VWUDLJKWIRUZDUG� GHPDQG�VXSSO\� PRGHO�� DOWKRXJK� DQDO\VWV
GLVDJUHH� DERXW� WKH� UHDVRQV� IRU� WKH� ULVH� LQ� WKH� UHODWLYH� GHPDQG� IRU� VNLOOHG
ZRUNHUV�� 6RPH�� OLNH� :RRG�� DWWULEXWH� LW� ODUJHO\� WR� WUDGH� ZLWK� ORZ�ZDJH
GHYHORSLQJ�FRXQWULHV��RWKHUV��SUREDEO\�WKH�PDMRULW\�RI�PDLQVWUHDP�HFRQRPLVWV
�LQFOXGLQJ�ERWK�VSHFLDOLVWV�LQ�WUDGH�DQG�ODERXU�PDUNHWV���SXW�PRUH�HPSKDVLV�RQ
WHFKQRORJ\�

'HVSLWH�WKH�WUDQVDWODQWLF�FRQVHQVXV��WKH�PRGHO�KDV�KRZHYHU�VHULRXV�OLPLWDWLRQV
DV�DQ�DGHTXDWH�H[SODQDWLRQ�IRU�WKH�REVHUYHG�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�LQ
DGYDQFHG� FRXQWULHV� GXULQJ� WKH� ODVW� WZR� GHFDGHV�� 7KHVH� VKRUWFRPLQJV� FDQ� EH
VXPPDUL]HG�DV�IROORZV�

��� $W� D� WKHRUHWLFDO� OHYHO� 'DYLV� �����D� DQG� ����E�� KDV� SRLQWHG� RXW� WKDW� WKH
SUHGLFWLRQV�RI�PDVV�XQHPSOR\PHQW� LQ�(XURSH�DQG�LQFRPH�LQHTXDOLW\� LQ� WKH
86� GR� QRW� IROORZ� IURP� WKH� WZR�IDFWRU�� WZR�JRRGV�� WZR�FRXQWULHV� PRGHO
QRUPDOO\�XVHG� LQ� WKH� WKHRU\�RI� LQWHUQDWLRQDO� WUDGH��7R�FDSWXUH� WKH�HVVHQWLDO
HOHPHQWV�RI�WKH�WUDQVDWODQWLF�FRQVHQVXV�DW�D�WKHRUHWLFDO�OHYHO��DW�OHDVW�D�WKUHH�
FRXQWU\� PRGHO� LV� QHHGHG� ZKLFK� FDQ� H[DPLQH� WKH� LPSOLFDWLRQV� RI� WUDGH
EHWZHHQ�(XURSH��WKH�86�DQG�WKH�QHZO\�LQGXVWULDOL]LQJ�FRXQWULHV��+RZHYHU��D
JHQHUDO�HTXLOLEULXP�DQDO\VLV�RI�VXFK�D�PRGHO�GRHV�QRW�\LHOG�WKH�SUHGLFWLRQV
SRVWXODWHG�LQ�WKH�FRQVHQVXV�

��� $W�DQ�HPSLULFDO�OHYHO��WKH�DYDLODEOH�LQIRUPDWLRQ�RQ�LQFRPH�LQHTXDOLW\�IRU�WKH
����V�FUHDWHV�GLIILFXOWLHV�ZLWK�WKH�WUDGH�DVSHFW�RI�WKH�PRGHO��$V�PHQWLRQHG
HDUOLHU�� WKH� ����V� GDWD� GR� QRW� FRQILUP� WKH� SDWWHUQ� RI� LQFUHDVLQJ� LQHTXDOLW\
REVHUYHG� IRU� WKH� ����V�� ,Q� PDQ\� FRXQWULHV� LQFRPH� LQHTXDOLW\� KDV� QRW
ZRUVHQHG�GHVSLWH�JURZLQJ�LPSRUWV�IURP�GHYHORSLQJ�FRXQWULHV��)XUWKHU�ERWK
LQ�WKH�86�DQG�WKH�8.��WKH�ZDJHV�RI�WKH�ERWWRP�GHFLOH�UHODWLYH�WR�WKH�PHGLDQ
ZDJH�KDYH�LQFUHDVHG�

��� .DW]� ������� SURYLGHV� D� XVHIXO� DQDO\VLV� RI� WKH� FROOHJH�KLJK� VFKRRO� ZDJH
SUHPLXP�LQ� WKH�86� LQ� WHUPV�RI� WKH�YDULDWLRQV� LQ� WKH� UHODWLYH�VXSSO\�RI�DQG
WKH�UHODWLYH�GHPDQG�IRU�FROOHJH�HTXLYDOHQWV�IRU�VXFFHVVLYH�GHFDGHV�VLQFH�����
�VHH�7DEOH�����7ZR�LPSRUWDQW�SRLQWV�HPHUJH�IURP�WKLV�WDEOH�ZKLFK�DUH�UHOHYDQW
WR� WKH� SUHVHQW� GLVFXVVLRQ�� )LUVW�� WKH� JURZWK� RI� UHODWLYH� GHPDQG� IRU� FROOHJH
JUDGXDWHV� LQ� WKH� ����V� KDV� IDOOHQ� FRQVLGHUDEO\� FRPSDUHG� QRW� MXVW� ZLWK� WKH
����V� EXW� DOVR� ZLWK� HDUOLHU� GHFDGHV�� VWDUWLQJ� LQ� WKH� ����V�� 7KLV� LV� QRW
FRPSDWLEOH� ZLWK� WUDGH� H[SODQDWLRQV�� DV� LPSRUW� SHQHWUDWLRQ� E\� GHYHORSLQJ
FRXQWULHV� RI� DGYDQFHG� FRXQWU\� PDUNHWV� RU� IRUHLJQ� RXWVRXUFLQJ� E\� 86
PXOWLQDWLRQDOV� KDV� QRW� VORZHG� GRZQ� LQ� WKH� ����V�� 6HFRQG�� WKLV� HYLGHQFH�
KRZHYHU��DOVR�FUHDWHV�GLIILFXOWLHV�IRU�WKH�VNLOO�ELDVHG�WHFKQRORJ\�K\SRWKHVLV�DV
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WKH�GDWD�GRHV�QRW�VHHP�WR� LQGLFDWH�D� WUHQG�LQFUHDVH�VLQFH������LQ� WKH�UHODWLYH
GHPDQG�IRU�FROOHJH�HGXFDWHG�ZRUNHUV��

TABLE 3
GROWTH OF COLLEGE/HIGH SCHOOL RELATIVE WAGE, SUPPLY, DEMAND,

SELECTED PERIODS, 1940-98

Ten-year periods Relative wage Relative supply Relative demand
1940-50 -1.86 2.35 -0.25
1950-60 0.83 2.91 4.08
1960-70 0.69 2.55 3.52
1970-80 -0.74 4.99 3.95
1980-90 1.51 2.53 4.65
1990-8 0.36 2.25 2.76
Longer periods
1940-70 -0.11 2.61 2.45
1970-98 0.38 3.33 3.86
1940-60 -0.51 2.63 1.92
1960-80 -0.02 3.77 3.74
1980-98 1.00 2.41 3.81

Source: Original source Autor, Katz and Krueger (1998). Updated by Katz (1999).
Note: The relative wage measure is the log college/high school wage differential. The
relative supply and demand measures are for college equivalents (college graduates plus
half of those with some college) and high school equivalents (those with 12 or fewer years
of schooling and half of those with some college). The implied relative demand changes
assume an aggregate elasticity of substitution between college equivalents and high school
equivalents of 1.4. The relative supply measure adjusts for changes in the age-sex
composition of the pools of college and high school equivalents; see Autor, Katz and
Krueger (1998) for details.

��� 7KHUH� DUH� WZR� W\SHV� RI� IXUWKHU� HYLGHQFH�ZKLFK� DUH� DOVR� LQFRPSDWLEOH�ZLWK
WKH�VNLOO�ELDVHG�WHFKQLFDO�SURJUHVV�K\SRWKHVLV��)LUVW��WKHUH�LV�GDWD�IRU�WKH�86
DQG� WKH�8.� WR� LQGLFDWH� WKDW�ZDJH� GLIIHUHQWLDOV� KDYH� QRW� RQO\� LQFUHDVHG� LQ
LQGLYLGXDO� LQGXVWULHV�� EXW� DOVR� ZLWKLQ� LQGLYLGXDO�� QDUURZO\� GHILQHG
RFFXSDWLRQDO� JURXSV�� 7R� VXJJHVW� WKDW� LQFUHDVHG� HDUQLQJ� LQHTXDOLW\� IRU
ODZ\HUV�� GRFWRUV�� DFFRXQWDQWV�� FRRNV��ZDLWHUV�DQG� VR�RQ� LV� DOO� GXH� WR� VNLOO�
ELDVHG�WHFKQLFDO�FKDQJH�EURXJKW�DERXW�E\�D�JHQHUDO�SXUSRVH�WHFKQRORJ\�VXFK
DV�WKH�,&7��LV�QRW�SODXVLEOH��6HFRQG��WKH�PDOH�HDUQLQJV�GLVWULEXWLRQ�GDWD�IRU
WKH�86�LQ�WKH�����V�LQGLFDWHV�WKDW�ZKLOH�WKH�ZDJHV�RI�WKH�ERWWRP�GHFLOH�KDYH
LPSURYHG� UHODWLYH� WR� WKH�PHGLDQ�� WKH� ODWWHU� KDV� GHFOLQHG� LQ� UHODWLRQ� WR� WKH
HDUQLQJV� RI� WKH� WRS� ��� SHU� FHQW��+RZHYHU�� LQ� )UDQFH� WKH� WRS� GHFLOH� WR� WKH
PHGLDQ� UDWLR� ZDV� WKH� VDPH� LQ� ����� DV� LQ� ������ WKH� ERWWRP� GHFLOH� WR� WKH

������������������������������������������
��,Q�D�GLIIHUHQW�IRUP��WKH�WHFKQRORJ\�K\SRWKHVLV�FDQ�VWLOO�VXUYLYH�HYHQ�LI�WKHUH�LV�QR�REVHUYHG
EUHDN�LQ�WUHQG� IRU� WKH�VNLOO�SUHPLXP�LQ� WKH�����V��6HH� IXUWKHU�0XUSK\��5LGGHOO�DQG�5RPHU
�������
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PHGLDQ� UDWLR� URVH� VOLJKWO\� RYHU� WKLV� SHULRG�� DUJXDEO\� GXH� WR� WKH� )UHQFK
PLQLPXP�ZDJH�SURWHFWLRQ�IRU� WKH� ORZ�SDLG�ZRUNHUV��+RZHYHU�DV� WKHUH�DUH
QR� VXFK� OHJDO� OLPLWV� WR� LQFRPHV� DW� WKH� XSSHU� HQG� RI� WKH� GLVWULEXWLRQ�� WKLV
PLJKW�EH�H[SHFWHG�WR�EH�PDUNHW�GHWHUPLQHG��,W�ZRXOG�EH�GLIILFXOW�LQ�WKDW�FDVH
WR� DWWULEXWH� WKH� REVHUYHG� FKDQJHV� DW� WKH� WRS� HQG� RI� WKH� PDOH� HDUQLQJV
GLVWULEXWLRQ� LQ� WKH� WZR� FRXQWULHV� WR� D� JHQHUDO� VNLOO�ELDVHG� WHFKQRORJLFDO
FKDQJH�ZKLFK�HIIHFWHG�DOO�LQGXVWULDO�FRXQWULHV��$WNLQVRQ��������

��� $QRWKHU� OLPLWDWLRQ� RI� WKH� WUDQVDWODQWLF� FRQVHQVXV� PRGHO� LV� WKDW� LW� LJQRUHV
FDSLWDO�PDUNHW�YDULDEOHV�DOWRJHWKHU�DQG�\HW�LI�WKHUH�LV�LQFUHDVHG�GHPDQG�IRU
VNLOOHG� ODERXU� WKHVH� YDULDEOHV� EHFRPH� LPPHGLDWHO\� UHOHYDQW�� ,QFUHDVHG
GHPDQG�ZRXOG�HOLFLW�D�VXSSO\�UHVSRQVH��+RZHYHU��IRU�DQ�HFRQRPLF�DJHQW�WR
XQGHUWDNH� WUDLQLQJ� RU� HGXFDWLRQ� LQ� WKH� OLJKW� RI� WKH� VNLOO� SUHPLXP� DOVR
UHTXLUHV�D�NQRZOHGJH�RI� LQWHUHVW� UDWHV� DQG�RWKHU� FDSLWDO�PDUNHW� FRQGLWLRQV�
)XUWKHU��VLQFH�WKH�PRGHO�LV�FRQFHUQHG�RQO\�ZLWK�ZRUNHUV
�LQFRPHV��LW�LJQRUHV
FDSLWDO
V� FRQWULEXWLRQ� WR� LQFRPH� GLVWULEXWLRQ�� $YDLODEOH� HYLGHQFH� VXJJHVWV
WKDW�LQ�D�QXPEHU�RI�FRXQWULHV��WKH�����V�ZLWQHVVHG�D�WUHQG�ULVH�LQ�SURILWV�DQG
RWKHU� QRQ�ZDJH� LQFRPH�� +RZHYHU� WKLV� ZDV� QRW� VR� LQ� DOO� FRXQWULHV�
1HYHUWKHOHVV��FKDQJHV�LQ�SURSHUW\�LQFRPH�FOHDUO\�DOVR�QHHG�WR�EH�FRQVLGHUHG
LQ�DQ\�FRPSUHKHQVLYH�H[SODQDWLRQ�IRU�YDULDWLRQV�LQ�LQFRPH�LQHTXDOLW\�

7R�VXP�XS�� WKH� WUDQVDWODQWLF�FRQVHQVXV��GHVSLWH� LWV�ZLGH�DFFHSWDQFH�� LV�GHHSO\
IODZHG²HYHQ� XQGHU� LWV� RZQ� QDUURZ� WHQHWV�� 1HLWKHU� WUDGH� QRU� WHFKQRORJ\
H[SODQDWLRQV�DUH�FRPSDWLEOH�ZLWK�VRPH�LPSRUWDQW�GDWD�IRU�DGYDQFHG�FRXQWULHV�
SDUWLFXODUO\� IRU� WKH� ����V�� 7KH� FRQVHQVXV� DOVR� KDV� UDWKHU� ZHDN� WKHRUHWLFDO
IRXQGDWLRQV�

9 %(<21'�7+(�75$16$7/$17,&�&216(1686

$�YHU\�LPSRUWDQW�OLPLWDWLRQ�RI�WKH�OLWHUDWXUH�RQ�WUDGH�DQG�WHFKQRORJ\�UHYLHZHG
DERYH� LV� WKDW� LW�SURYLGHV� DW� EHVW� D�ELYDULDWH� H[SODQDWLRQ�RI� FKDQJHV� LQ� LQFRPH
GLVWULEXWLRQ�� WKH� DQDO\VLV� LV� DOPRVW� HQWLUHO\� LQ� WHUPV� RI� HLWKHU� WUDGH� RU
WHFKQRORJ\� RU� D� FRPELQDWLRQ� RI� WKH� WZR�� +RZHYHU�� HFRQRPLVWV� NQRZ� WKDW
LQFRPH�GLVWULEXWLRQ�LV�VXEMHFW�WR�PDQ\�LQIOXHQFHV�RWKHU�WKDQ�MXVW�WHFKQRORJ\�DQG
WUDGH�� 7KH� PRVW� LPSRUWDQW� RI� WKH� DGGLWLRQDO� YDULDEOHV� LQFOXGH� OHYHOV� RI
HPSOR\PHQW� DQG� XQHPSOR\PHQW� DQG� PDFURHFRQRPLF� FRQGLWLRQV� LQ� JHQHUDO�
GHLQGXVWULDOL]DWLRQ�� WKH� VWUHQJWK� RI� WKH� WUDGHV� XQLRQV�� PLQLPXP� ZDJH
OHJLVODWLRQ��WHUPV�RI�WUDGH��DQG�H[FKDQJH�UDWH��7KHUH�DUH�ERWK�WKHRUHWLFDO�UHDVRQV
DV� ZHOO� DV� HPSLULFDO� HYLGHQFH� WR� LQGLFDWH� WKH� UHOHYDQFH� RI� HDFK� RI� WKHVH
DGGLWLRQDO�YDULDEOHV�IRU�H[DPLQLQJ�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ��7R�LOOXVWUDWH�
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%XUWOHVV� ������� IRXQG� WKDW� FKDQJHV� LQ� WKH� XQHPSOR\PHQW� UDWH� DFFRXQWHG� IRU
DERXW� ��� SHU� FHQW� RI� WKH� LQFUHDVH� LQ� HDUQLQJV� LQHTXDOLW\� RI� WKH� 86� PDOHV
EHWZHHQ� ����� DQG� ������ $W� WKH� WKHRUHWLFDO� OHYHO�� ERWK� FRPSHWLWLYH� DQG
VHJPHQWHG�ODERXU�PDUNHW�PRGHOV�FDQ�EH�XVHG�WR�H[SODLQ�ZK\�ZKHQ�WKHUH�LV�IXOO
HPSOR\PHQW� WKHUH� LV� D� UHODWLYH� LQFUHDVH� LQ� HDUQLQJV� DW� WKH� ORZHU� HQG� RI� WKH
GLVWULEXWLRQ�� DQG� ZK\� LQFUHDVHG� XQHPSOR\PHQW� DQG� WKH� UHGXFHG� GHPDQG� IRU
ODERXU�KDV�WKH�RSSRVLWH�HIIHFW�

:LWK�UHVSHFW�WR�XQLRQL]DWLRQ��&DUG��������VXJJHVWHG�WKDW�D�ILIWK�RI�WKH�LQFUHDVH
LQ� WKH� YDULDQFH� RI� ZDJHV� RI� WKH� DGXOW� PDOH� SRSXODWLRQ� LQ� WKH� 86� FRXOG� EH
DWWULEXWHG�WR�WKLV�YDULDEOH��'HLQGXVWULDOL]DWLRQ�FDQ�FDXVH�DQ�LQFUHDVH�LQ�HDUQLQJ
LQHTXDOLW\��TXLWH� LQGHSHQGHQWO\�RI� WKH�XQLRQL]DWLRQ�HIIHFW��DV�VWUXFWXUDO�FKDQJH
LQ� WKH� FRXUVH� RI� HFRQRPLF� GHYHORSPHQW� OHDGV� WR� D� UHGXFWLRQ� LQ� WKH� UHODWLYHO\
ZHOO�SDLG�PDQXIDFWXULQJ�MREV�DQG�DQ�LQFUHDVH�LQ�WKH�OHVV�ZHOO�SDLG�VHUYLFH�MREV
�VHH�IXUWKHU�+DUULVRQ�DQG�%OXHVWRQH������

$W�DQ�HPSLULFDO�OHYHO�LQ�RUGHU�WR�DVVHVV�WKH�UHODWLYH�H[SODQDWRU\�SRZHU�RI�WKHVH
YDULDEOHV� LQ� DFFRXQWLQJ� IRU� WKH� REVHUYHG� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ�� LW� LV
QHFHVVDU\� WR� FDUU\� RXW� D�PXOWLYDULDWH� DQDO\VLV��*DOEUDLWK� ������� SURYLGHV� RQH
VXFK� VWXG\� IRU� UHFHQW� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� LQ� WKH� 86�� +LV� UHVXOWV
LQGLFDWH�WKDW�PRVW�����SHU�FHQW��RI�WKH�YDULDWLRQ�LQ�86�ZDJH�GLVSHUVLRQ�LQ�WKLV
SHULRG� FDQ� EH� H[SODLQHG� E\�PDFURHFRQRPLF� YDULDEOHV� VXFK� DV� XQHPSOR\PHQW
UDWHV�� PRYHPHQWV� LQ� WHUPV� RI� WUDGH� DQG� H[FKDQJH� UDWHV�� DQG� FKDQJHV� LQ
PLQLPXP�ZDJH�� 1HLWKHU� WUDGH� QRU� WHFKQRORJ\� ILJXUH� GLUHFWO\� LQ� WKH� DQDO\VLV�
WKHVH�ZRXOG�KRZHYHU�KDYH�LQGLUHFW�HIIHFWV�WKURXJK�YDULDEOHV�VXFK�DV�H[FKDQJH
UDWH� FKDQJHV� LQFOXGHG� LQ� WKH� UHJUHVVLRQ� HTXDWLRQ�� *DOEUDLWK
V� DQDO\VLV� RI
LQHTXDOLW\�LQ�WKH�86�ZDJH�VWUXFWXUH�RYHU�WKH�ORQJHU�SHULRG�����������VXJJHVWV
WKDW� D� VLQJOH� YDULDEOH²FKDQJHV� LQ� WKH� XQHPSOR\PHQW� UDWH²H[SODLQV� ��� SHU
FHQW� RI� WKH� YDULDWLRQ� LQ� LQWHU�LQGXVWU\� ZDJH� GLVSHUVLRQ�� +LV� UHVXOWV� SURYLGH� D
URXJK�UXOH�RI�WKXPE��ZKHQ�XQHPSOR\PHQW�DYHUDJHV�DERXW�����SHU�FHQW��WKHUH�LV
QR� FKDQJH� LQ� LQHTXDOLW\�� D� UDWH� KLJKHU� WKDQ� WKLV� OHDGV� WR� D� ULVH� LQ� LQHTXDOLW\
ZKHUHDV� DQ� XQHPSOR\PHQW� ILJXUH� RI� OHVV� WKDQ� �� SHU� FHQW� UHGXFHV� LQHTXDOLW\�
$QDORJRXV�WR�WKH�FRQFHSW�RI�1$,58��*DOEUDLWK�VXJJHVWV�WKDW�DQ�XQHPSOR\PHQW
UDWH�RI�����SHU�FHQW�VKRXOG�EH�FDOOHG�WKH�
HWKLFDO�UDWH�RI�XQHPSOR\PHQW
�

0DQ\�HFRQRPLVWV�GUDZ�DWWHQWLRQ�WR�WKH�VSHFLILF�FDVH�RI�&DQDGD��ZKLFK�GLG�QRW
H[SHULHQFH�WKH�VDPH�LQFUHDVH�LQ�LQFRPH�LQHTXDOLW\�LQ�WKH�����V�DV�WKDW�UHFRUGHG
LQ� WKH�86� �VHH�7DEOH� ����7KLV� LV�GHVSLWH� WKH� IDFW� WKDW� WKH�86� DQG�&DQDGD� DUH
FORVH� WUDGLQJ� SDUWQHUV�� KDYH� VLPLODU� OHYHOV� RI� SHU� FDSLWD� LQFRPHV� DQG� ERWK
EHORQJ�WR�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��1$)7$���,W�LV�VXJJHVWHG
E\� WKH� DGKHUHQWV� RI� WKH� WUDQVDWODQWLF� FRQVHQVXV� WKDW� WKH� UHDVRQ� IRU� WKH� ORZHU
LQFUHDVH�LQ�LQHTXDOLW\�LQ�&DQDGD�LQ�WKH�����V�ZDV�WKH�UHODWLYHO\�JUHDWHU�JURZWK
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LQ�WKH�VXSSO\�RI�FROOHJH�HGXFDWHG�ODERXU�LQ�&DQDGD�FRPSDUHG�ZLWK�WKH�86��7KLV
ZDV�PDGH�SRVVLEOH�E\�WKH�IDFW�WKDW�LQ�&DQDGD�XQLYHUVLW\�HGXFDWLRQ�LV�VXEVLGL]HG
E\� WKH� JRYHUQPHQW�� XQOLNH� LQ� WKH�86��+RZHYHU��0F)DLO� ������� LQ� KHU� UHFHQW
FRPSUHKHQVLYH� PXOWLYDULDWH� DQDO\VLV� RI� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� LQ
&DQDGD� LQ� WKH� ����V� ILQGV� WKDW� WKH� PRVW� LPSRUWDQW� LQIOXHQFHV� RQ� HDUQLQJV
LQHTXDOLW\� ZHUH� WKH� OHYHO� RI� XQHPSOR\PHQW� DQG� GHFOLQH� LQ� XQLRQL]DWLRQ�� 7KH
DXWKRU� UHSRUWV� WKDW� WKLV� ILQGLQJ� LV� UREXVW� WR� YDULRXV� PHDVXUHPHQW� FKRLFHV�
LQFOXGLQJ�JHQGHU�� LQFRPH�FRQFHSW�DQG�ZRUN�VWDWXV��2WKHU�VLJQLILFDQW�YDULDEOHV
ZHUH� GHLQGXVWULDOL]DWLRQ� DQG� LQFUHDVHG� VXSSO\� RI� PDOH� FROOHJH�HGXFDWHG
ZRUNHUV��0F)DLO�IRXQG�WUDGH�DQG�WHFKQRORJ\�WR�EH�LQVLJQLILFDQW�GHWHUPLQDQWV�RI
LQFRPH�LQHTXDOLW\�

7KH� SROLF\� LPSOLFDWLRQV� RI� WKLV� PXOWLYDULDWH� DQDO\VLV� DUH� VRPHZKDW� GLIIHUHQW
IURP�WKRVH�RI�WKH�SDUWLDO�HTXLOLEULXP�GHPDQG�VXSSO\�PRGHO�RI�WKH�WUDQVDWODQWLF
FRQVHQVXV��$OWKRXJK�WKH�0F)DLO�VWXG\�VWLOO�LQGLFDWHV�D�UROH�IRU�WKH�JRYHUQPHQW
LQ� SURYLGLQJ� HGXFDWLRQDO� VNLOOV�� LW� DOVR� VXJJHVWV� WKDW� PRUH� LPSRUWDQWO\� WKHUH
VKRXOG� EH� SROLF\� LQWHUYHQWLRQV� DW� WKH� PDFURHFRQRPLF� OHYHO� DQG� LQVWLWXWLRQDO
FKDQJHV�LQ�WKH�ODERXU�PDUNHWV��7KHVH�ZRXOG�LQFOXGH�SROLF\�PHDVXUHV�WR�DFKLHYH
DQG�PDLQWDLQ�IXOO�HPSOR\PHQW�DQG�DSSURSULDWH�OHJLVODWLRQ�RU�RWKHU�VWHS�WR�KHOS
LQFUHDVH�XQLRQL]DWLRQ�

9, &+$1*(6�,1�,167,787,216�$1'�62&,$/�12506

$Q�DQDO\VLV�RI�FKDQJHV� LQ�LQFRPH�LQHTXDOLW\� LQ� LQGXVWULDO�FRXQWULHV�GXULQJ�WKH
ODVW� WZR� GHFDGHV� LV� VHULRXVO\� LQFRPSOHWH� XQOHVV� WKH� UROH� RI� FKDQJLQJ� VRFLDO
QRUPV� DQG� UHODWHG� LQVWLWXWLRQDO� FKDQJHV� DUH� WDNHQ� LQWR� DFFRXQW�� ,Q� QDUURZ
HPSLULFDO�WHUPV��LW�LV�GLIILFXOW�RWKHUZLVH�WR�H[SODLQ�WKH�ODUJH�LQFUHDVH�LQ�LQFRPHV
DW�WKH�WRS�HQG�RI�WKH�GLVWULEXWLRQ��6XFK�LQFUHDVHV�LQ�WRS�LQFRPHV�KDYH�RFFXUUHG
QRW�RQO\�DW� WKH�DJJUHJDWH� OHYHO�EXW�DOVR�WR�D�JUHDWHU�RU�VPDOOHU�GHJUHH�LQ�PRVW
LQGLYLGXDO�RFFXSDWLRQV�DV�ZHOO��0RUHRYHU��LW�LV�LPSRUWDQW�WR�UHFDOO�WKDW�WKHUH�DUH
VLJQLILFDQW�LQWHUFRXQWU\�GLIIHUHQFHV� LQ� WKLV�UHVSHFW�� WKH� WRS�LQFRPHV�KDYH�ULVHQ
VWHHSO\�LQ�WKH�86�DQG�WKH�8.�EXW�E\�QR�PHDQV�LQ�DOO�LQGXVWULDO�FRXQWULHV��DV�WKH
)UHQFK�H[DPSOH�LQ�6HFWLRQ�,9�LQGLFDWHG�

:H� DJUHH� ZLWK� $WNLQVRQ� ������ DQG� ������ WKDW� FKDQJLQJ� VRFLDO� QRUPV� DUH� D
QHFHVVDU\� H[SODQDWLRQ� RI� WKH� REVHUYHG� FKDQJHV� DW� WKH� WRS� HQG� RI� WKH� LQFRPH
GLVWULEXWLRQ� ZLWKLQ� DQG� EHWZHHQ� LQGXVWULDO� FRXQWULHV�� +H� FRQVLGHUV� WKHVH
FKDQJHV� LQ� JDPH�WKHRUHWLF� WHUPV�� +HUH� ZH� VXSSOHPHQW� KLV� DSSURDFK� E\
SURYLGLQJ�D�KLVWRULFDO�DQDO\VLV�RI� WKH� UHDVRQV� IRU�D�PDMRU� VKLIW� LQ� WKHVH�QRUPV
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GXULQJ�WKH� ODVW�WZR�GHFDGHV��7KLV�LV�LPSRUWDQW� IRU�XQGHUVWDQGLQJ� WKH�QDWXUH�RI
WKHVH�FKDQJHV�DV�ZHOO�DV�IRU�GUDZLQJ�YDOLG�SROLF\�FRQFOXVLRQV�

7R�H[DPLQH� WKH� UHOHYDQW�FKDQJHV� LQ� VRFLDO�QRUPV�DQG� LQVWLWXWLRQV�ZKLFK�KDYH
RFFXUUHG� LQ� WKH�����V� DQG�����V�� LW� LV� QHFHVVDU\� WR� FRQVLGHU� WKH� LPPHGLDWHO\
SUHFHGLQJ�GHFDGHV�RI� WKH�*ROGHQ�$JH�RI����������7KLV�SHULRG� UHSUHVHQWHG� DQ
H[WUDRUGLQDU\�HUD�RI�IDVW�HFRQRPLF�JURZWK��PRUH�RU�OHVV�IXOO�HPSOR\PHQW��DQG
UHODWLYHO\� VWDEOH� SULFHV� IRU� LQGXVWULDO� FRXQWULHV�� )XOO� HPSOR\PHQW� DQG� WKH
ZHOIDUH� VWDWH� DOVR� FRQWULEXWHG� WR� UHGXFLQJ� LQFRPH� LQHTXDOLW\� DQG� ZDJH
GLVSHUVLRQ�LQ�WKLV�SHULRG��$OO�WKH�FXUUHQW�QHJDWLYH�ODERXU�PDUNHW�RXWFRPHV�ZHUH
DW�WKDW�WLPH�VWURQJO\�SRVLWLYH�

:K\�ZHUH�WKH�JURZWK�UDWHV�VR�KLJK�LQ�WKH�*ROGHQ�$JH"�'RHV�WKDW�SHULRG�RI�KLJK
HPSOR\PHQW�� UDSLGO\� ULVLQJ� OLYLQJ� VWDQGDUGV�� DQG� UHODWLYHO\� HTXDO� LQFRPH
GLVWULEXWLRQ��KDYH�DQ\�LPSOLFDWLRQV�IRU�WKH�FRQWHPSRUDU\�VLWXDWLRQ�LQ�LQGXVWULDO
FRXQWULHV"� $V� WKHVH� TXHVWLRQV� KDYH� EHHQ� H[DPLQHG� DW� OHQJWK� HOVHZKHUH� �VHH
6LQJK��������LW�ZLOO�VXIILFH�WR�VXPPDUL]H�KHUH�WKH�PDLQ�SRLQWV�RI�WKH�DQDO\VLV�

��� 7KH�RXWVWDQGLQJ�SHUIRUPDQFH�RI� LQGXVWULDO� FRXQWULHV� LQ� WKH� SHULRG��������
ZDV� QRW� DQ� DFFLGHQW�� RU� VLPSO\� D� IDYRXUDEOH� RXWFRPH� RI� D� FKDQFH
FRPELQDWLRQ� RI� FLUFXPVWDQFHV�� ,W� GHULYHG� IURP� DQ� HFRQRPLF�PRGHO� ZKLFK
ZDV� UDWKHU� GLIIHUHQW� IURP� WKDW� ZKLFK� SUHYDLOHG� LQ� WKH� LQWHU�ZDU� SHULRG� RU
VLQFH�WKH�����V�

��� ,Q�GHVFULSWLYH�PDFURHFRQRPLF�WHUPV��WKH�*ROGHQ�$JH�ZDV�FKDUDFWHUL]HG�E\
H[FHSWLRQDOO\� KLJK� UDWHV� RI� JURZWK� RI� UHDO� GHPDQG� DQG� LQYHVWPHQW�
$JJUHJDWH�UHDO�GHPDQG�LQ�LQGXVWULDO�FRXQWULHV�LQFUHDVHG�DW�D�UDWH�RI�QHDUO\��
SHU� FHQW� SHU� DQQXP�� FRPSDUHG� IRU� H[DPSOH�ZLWK� WKH� SRVW������ JURZWK� RI
WKLV�YDULDEOH�DW�DERXW�KDOI�WKDW�UDWH��6LPLODUO\��GXULQJ�WKH�*ROGHQ�$JH��FDSLWDO
VWRFN�DQG�FDSLWDO�ODERXU�UDWLR�LQ�WKHVH�FRXQWULHV�UHFRUGHG�DQ�XQSUHFHGHQWHG
JURZWK�� 7KHVH� LQ� WXUQ� JHQHUDWHG� KLJK� JURZWK� UDWHV� RI� SURGXFWLYLW\� DQG
RXWSXW�� MXVWLI\LQJ� SDVW� LQYHVWPHQW� DQG� HQFRXUDJLQJ� LWV� FRQWLQXDWLRQ� LQ� D
SRVLWLYH�IHHGEDFN�ORRS�

��� +RZHYHU��D�FORVHU�DQDO\VLV�VKRZV�WKDW�WKLV�G\QDPLF�SHULRG�ZDV�WKH�RXWFRPH
RI� D� IXQGDPHQWDO� FKDQJH� LQ� HFRQRPLF� VWUDWHJ\�� LQGHHG� D� QHZ� PRGHO� RI
HFRQRPLF�GHYHORSPHQW�ZKLFK�OHDGLQJ�:HVW�(XURSHDQ�FRXQWULHV�DGRSWHG�LQ
WKH�TXDUWHU�FHQWXU\�IROORZLQJ�WKH�HQG�RI�:RUOG�:DU�,,��7KLV�PRGHO�GLIIHUHG
UDGLFDOO\�IURP�WKDW�SUHYLRXVO\�IROORZHG�E\�WKHVH�QDWLRQV�

��� 7KH� *ROGHQ� $JH� PRGHO� RI� VRFLDO� PDUNHW� HFRQRP\� HPSKDVL]HG
FRRSHUDWLRQ²ERWK�DW�WKH�LQWHUQDWLRQDO�OHYHO�EHWZHHQ�QDWLRQ�VWDWHV�DQG�DW�WKH
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QDWLRQDO� OHYHO�EHWZHHQ�ZRUNHUV�� HPSOR\HUV� DQG�JRYHUQPHQWV���'XULQJ� WKLV
SHULRG��WKH�JRYHUQPHQWV�FRPPLWWHG�WKHPVHOYHV�WR�IXOO�HPSOR\PHQW�DV�D�NH\
HFRQRPLF� REMHFWLYH�� (PSOR\HUV� DJUHHG� WKDW� WKH� IUXLWV� RI� HFRQRPLF
GHYHORSPHQW� VKRXOG� EH� IDLUO\� VKDUHG� EHWZHHQ� ZRUNHUV� DQG� FDSLWDO� E\
DOORZLQJ�ZDJHV�WR�LQFUHDVH�LQ�OLQH�ZLWK�SURGXFWLYLW\�DQG�E\�WKHLU�ZLOOLQJQHVV
WR� SD\� WKHLU� VKDUH� RI� WKH� FRVWV� RI� WKH� ZHOIDUH� VWDWH�� ,Q� WXUQ�� WKH� ZRUNHUV

RUJDQL]DWLRQV� SUDFWLVHG� PRGHUDWLRQ� LQ� ZDJH� GHPDQGV�� 6LPLODUO\�� DW� WKH
LQWHUQDWLRQDO� OHYHO�� WKH� ZRUOG� HFRQRP\� ZRUNHG� ZLWK� RUGHUO\� WUDGLQJ� DQG
PRQHWDU\� DUUDQJHPHQWV� XQGHU� WKH� KHJHPRQLF� OHDGHUVKLS� RI� WKH� 86� 7KH
LPSOHPHQWDWLRQ�RI�WKLV�VRFLDO�FRQVHQVXV�LQYROYHG�LQVWLWXWLRQDO�LQQRYDWLRQV�DW
ERWK�WKH�QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHOV�

+RZHYHU�� WKH� *ROGHQ� $JH� PRGHO� UHSUHVHQWHG� DQ� XQVWDEOH� HTXLOLEULXP� ZKLFK
ZDV�SXVKHG�RII�FRXUVH�E\�WKH�RLO�VKRFNV�RI�WKH�����V��7KH�PDLQ�UHDVRQ�IRU�WKH
IDOO�RI�WKH�*ROGHQ�$JH�ZDV�WKDW�WKH�HIILFLHQF\�RI�WKH�FHQWUDO�LQVWLWXWLRQV�RI�WKH
HFRQRPLF�UHJLPH�KDG�JUDGXDOO\�HURGHG�WKH�ORQJHU�WKH�V\VWHP�ZDV�LQ�RSHUDWLRQ�
7KH�FRQWLQXDWLRQ�RI�WKH�*ROGHQ�$JH�ZRXOG�KDYH�UHTXLUHG�LQVWLWXWLRQDO�UHQHZDO
WR� UH�HVWDEOLVK� WKH�ZHDNHQLQJ� VRFLDO� FRPSURPLVHV��+RZHYHU�� DIWHU� WKH� VHFRQG
RLO�VKRFN�RI�WKH�ODWH�����V��LQVWHDG�RI�VHHNLQJ�VXFK�UHQHZDO��WKH�JRYHUQPHQWV�RI
LQGXVWULDO� FRXQWULHV�� OHDG� E\� WKH� 86� DQG� 8.�� WXUQHG� GHFLVLYHO\� WRZDUG� WKH
DOWHUQDWLYH�PRGHO�RI�PDUNHW�VXSUHPDF\�

$V�D�UHDFWLRQ�WR�WKH�IDLOXUHV�RI�WKH�*ROGHQ�$JH�VRFLDO�FRPSURPLVHV�LQ�WKH�����V
�H[HPSOLILHG� E\� KLJK� UDWHV� RI� LQIODWLRQ��� WKH� VRFLDO� PDUNHW� HFRQRP\� ZDV
DEDQGRQHG��7KH�QHZ�SRVW������HFRQRPLF�RUGHU��ZKLFK�KDV�SURJUHVVHG�PRVW�LQ
WKH� 86� DQG� WKH� 8.�� HVFKHZV� JRYHUQPHQW� UHJXODWLRQ� RI� ODERXU�� SURGXFW� RU
FDSLWDO� PDUNHWV�� DV� ZHOO� DV� QRQ�PDUNHW� FRRSHUDWLYH� UHODWLRQVKLSV� EHWZHHQ
JRYHUQPHQWV��HPSOR\HHV�DQG�HPSOR\HUV�VXFK�DV�
LQFRPHV�SROLFLHV
��6LPLODUO\��DW
WKH�LQWHUQDWLRQDO�OHYHO��LQVWHDG�RI�FRRSHUDWLRQ�EHWZHHQ�QDWLRQ�VWDWHV��HFRQRPLF
UHODWLRQVKLSV� DUH� LQFUHDVLQJO\� GRPLQDWHG� E\� PDUNHW� IRUFHV� XQOHDVKHG� E\
OLEHUDOL]DWLRQ�DQG�JOREDOL]DWLRQ�

7KH� QHZ� PRGHO� KDV� OHDG� WR� LPSRUWDQW� FKDQJHV� LQ� H[LVWLQJ� LQVWLWXWLRQDO
DUUDQJHPHQWV� �H�J��� UHVWULFWLRQV� RQ� WUDGH� XQLRQV�� ZHDNHQLQJ� RI� WKH� ZHOIDUH
VWDWH��� DV�ZHOO� DV� VSDZQHG� QHZ� LQVWLWXWLRQV� �H�J��� LQGHSHQGHQW� FHQWUDO� EDQNV��
6LJQLILFDQWO\�� LW� KDV� DOVR� UHVXOWHG� LQ� FKDQJHV� LQ� VRFLDO� QRUPV�� VR� WKDW� WKH
LQHTXDOLWLHV� RI� ZHDOWK� DQG� LQFRPH� ZKLFK� ZHUH� SUHYLRXVO\� UHJDUGHG� DV� EHLQJ
WDERR�DQG�LPPRUDO��DUH�QRZ�UHJDUGHG�DV�EHLQJ�QRUPDO�DQG�DFFHSWDEOH��7KLV�LV

������������������������������������������
��)RU�DQ�DQDO\VLV�RI�KRZ�WKLV�QHZ�FRRSHUDWLYH�PRGHO�DURVH�RXW�RI�WKH�KDUVK�H[SHULHQFH�RI�WKH
*UHDW�'HSUHVVLRQ�DQG�WKH�SROLWLFDO�FRQGLWLRQV�RI�SRVW�ZDU�(XURSH��VHH�*O\Q�HW�DO���������DQG
6LQJK��������
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UHIOHFWHG�PRVW�FOHDUO\� LQ�FKDQJHV� LQ� WKH� WRS�HQG�RI� WKH�GLVWULEXWLRQ�RI� LQFRPH
DQG�ZHDOWK��7KH�QXPEHU�RI�ELOOLRQDLUHV��DGMXVWHG�IRU�*'3�SHU�PLOOLRQ�ZRUNHUV�
URVH�ILYH�IROG�EHWZHHQ������DQG�������'XULQJ�WKH�*ROGHQ�$JH��WKLV�ILJXUH�ZDV
DW�LWV�ORZHVW�OHYHO��D�IRXUWK�RI�ZKDW�LW�ZDV�LQ������DQG�ILIWK�RI�ZKDW�LW�LV�WRGD\
�VHH�7DEOH����

TABLE 4
NUMBER OF BILLIONAIRES IN AMERICA IN GDP-ADJUSTED TERMS

Year Billionaires
Workers

(in millions)
Billionaires

(per million workers)
1900 22 29.1 0.8
1918 30 40.9 0.7
1925 32 44.7 0.7
1957 16 69.7 0.2
1968 13 82.0 0.2
1982 23 110.0 0.2
1996 132 130.0 1.0
Source: DeLong (1998).
Note: Based on $1 billion as a multiple of GDP per worker today, using that multiple to
determine the equivalent entry income in earlier years.

6LPLODUO\�� WKH� GLIIHUHQWLDOV� EHWZHHQ�ZRUNHUV
� SD\V� DQG� WKRVH� RI� WKH� FRUSRUDWH
H[HFXWLYHV�KDYH�ZLGHQHG�HQRUPRXVO\�FRPSDUHG�ZLWK� WKH�*ROGHQ�$JH��7KLV� LV
SDUWO\�GXH�WR� WKH�FXUUHQW�VWRFN�PDUNHW�ERRP�DQG� WKH�JUHDWHU�XVH�QRZDGD\V�RI
VWRFN� RSWLRQV� DV� D� SDUW� RI� H[HFXWLYH� FRPSHQVDWLRQ� SDFNDJHV�� +RZHYHU�� WKHVH
ODUJH�GLIIHUHQWLDOV�DOVR�FRQILUP�WKH�HVVHQWLDO�LQVLJKWV�RI�6LPRQ
V��������EXUHDX�
HFRQRPLF� WKHRU\� RI� H[HFXWLYH� FRPSHQVDWLRQ�� ,Q� WKLV� WKHRU\�� H[HFXWLYH
FRPSHQVDWLRQ�ZDV�HVVHQWLDOO\�UHODWHG�WR�WKH�VL]H�RI�WKH�FRPSDQ\�UDWKHU�WKDQ�WR
LWV� SURILWDELOLW\� RU� SHUIRUPDQFH�� 7KH� ODUJHU� WKH� VL]H� RI� WKH� FRPSDQ\�� 6LPRQ
DUJXHG�� WKH� JUHDWHU� ZLOO� EH� WKH� OD\HUV� RI� DXWKRULW\� RU� VSDQV� RI� FRQWURO� LQ� LWV
RUJDQL]DWLRQDO� VWUXFWXUH� DQG� WKH� JUHDWHU� ZRXOG� EH� WKH� VDODU\� RI� WKH� FKLHI
H[HFXWLYH��$Q� H[HFXWLYH
V� SD\�ZDV� HVVHQWLDOO\� GHWHUPLQHG� E\� KLV� SODFH� LQ� WKH
HFKHORQV�RI�DXWKRULW\��7KLV�ZDV�QRW�DQ�HQWLUHO\�QRQ�HFRQRPLF� WKHRU\��GHPDQG
DQG� VXSSO\�ZHUH� LPSRUWDQW� DW� WKH� LQLWLDO� WLPH� RI�PDQDJHULDO� UHFUXLWPHQW� IURP
EXVLQHVV� VFKRROV�� $IWHU� WKDW�� H[HFXWLYH� UHPXQHUDWLRQ� ZDV� GHWHUPLQHG� E\
EXUHDXFUDWLF�SURFHVVHV�ZLWKLQ�WKH�FRUSRUDWLRQ�UDWKHU�WKDW�E\�WKH�PDUNHW��6LPRQ
VXJJHVWHG�WKDW�H[HFXWLYHV�DW�HDFK�OHYHO�RI�DXWKRULW\�DUH�SDLG�PRUH�WKDQ�WKRVH�DW
WKH� QH[W� ORZHU� OD\HU�� +RZHYHU�� WKH� FRHIILFLHQW� UHODWLQJ� WKH� SD\V� DW� WKH� WZR
DXWKRULW\�OHYHOV�ZDV�DQ�DUELWUDU\�FRQVWDQW��,W�ZDV�VRFLDOO\�GHWHUPLQHG�DQG�QRW�DQ
RXWFRPH�RI�GHPDQG�DQG�VXSSO\�SDUWO\�EHFDXVH�WKHUH�ZDV�YHU\�OLWWOH�PDQDJHULDO
PRELOLW\�EHWZHHQ�ILUPV��,Q�WHUPV�RI�6LPRQ
V�WKHRU\��FKDQJLQJ�VRFLDO�QRUPV�ZLWK
UHVSHFW� WR� LQFRPH� GLVWULEXWLRQ� KDYH� OHDG� WR� DQ� LQFUHDVH� LQ� WKH� YDOXH� RI� WKLV
FRQVWDQW��7KXV��LQ�DQ\�FRPSOHWH�VWRU\�RI�JURZLQJ�LQFRPH�LQHTXDOLW\�RI�LQFRPH
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GLVWULEXWLRQ�� WKH� UROH� RI� VRFLDO� QRUPV� LQ� H[WHQGLQJ� WKH� XSSHU� WDLO� RI� WKH
GLVWULEXWLRQ�FDQQRW�EH�RYHU�HPSKDVL]HG�

9,, ,1&20(�,1(48$/,7<�,1�'(9(/23,1*�&28175,(6

7KH�TXHVWLRQ�RI�LQHTXDOLW\�LQ�GHYHORSLQJ�FRXQWULHV�LV�QRW�RQO\�D�YHU\�LPSRUWDQW
VXEMHFW�LQ�LWV�RZQ�ULJKW��EXW�LW�DOVR�UDLVHV�LQ�DQ�DFXWH�IRUP�VLJQLILFDQW�HPSLULFDO
DQG�SROLF\� LVVXHV�FRQFHUQLQJ� WKH� UHODWLRQVKLS�EHWZHHQ� LQHTXDOLW\��SRYHUW\�DQG
HFRQRPLF�JURZWK��)RU� WKHVH� FRXQWULHV�� LW� LV� SRYHUW\� UHGXFWLRQ�� UDWKHU� WKDQ� WKH
ORZHULQJ� RI� LQFRPH� LQHTXDOLW\� SHU� VH�� WKDW� LV� JHQHUDOO\� UHJDUGHG� DV� WKH�PRVW
LPSRUWDQW� REMHFWLYH�� 5HGXFWLRQ� LQ� DEVROXWH� SRYHUW\� LV�� RI� FRXUVH�� TXLWH
FRPSDWLEOH�ZLWK� ULVLQJ� LQHTXDOLW\� SURYLGHG� WKHUH� LV� VXIILFLHQWO\� IDVW� HFRQRPLF
JURZWK��+RZHYHU�� VXFK�JURZWK�PD\�QRW�EH� IHDVLEOH� DQG� LQHTXDOLW\�PD\� LWVHOI
DGYHUVHO\�DIIHFW�JURZWK��7KHVH�DQG� UHODWHG�TXHVWLRQV�DUH� WKH�VXEMHFWV�RI�RWKHU
FKDSWHUV�LQ�WKLV�ERRN�DQG�DUH�QRW�WKHUHIRUH�FRQVLGHUHG�KHUH��,QVWHDG��WKLV�SDSHU
ZLOO�FRQWLQXH�ZLWK� WKH� WKHPH�RI�JOREDOL]DWLRQ�DQG� WHFKQRORJ\�DQG�DVVHVV� WKHLU
UHOHYDQFH� DV� GHWHUPLQDQWV� RI� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� IRU� WKH� FDVH� RI
GHYHORSLQJ�FRXQWULHV�

7KH� DYDLODEOH� GDWD� DQG� DQDO\VHV� RQ� KRZ� WKHVH� WZR� YDULDEOHV� DIIHFW� LQFRPH
GLVWULEXWLRQ�LQ�WKH�6RXWK�DUH�UDWKHU�OHVV�DEXQGDQW�WKDQ�IRU�DGYDQFHG�HFRQRPLHV�
+RZHYHU�� WKH� VXEMHFW�� SDUWLFXODUO\� WKH� UHODWLRQVKLS� EHWZHHQ� JOREDOL]DWLRQ� DQG
LQFRPH�LQHTXDOLW\�LQ�GHYHORSLQJ�FRXQWULHV��KDV�DFTXLUHG�VSHFLDO�VLJQLILFDQFH�LQ
WKH�UHFHQW�SHULRG��SDUDGR[LFDOO\�LQ�DGYDQFHG�FRXQWULHV��7KLV�LV�ODUJHO\�EHFDXVH
RI�WKH�SRSXODU�GHPRQVWUDWLRQV�WKDW�KDYH�RFFXUUHG�DW�WKH�UHFHQW�PHHWLQJV�RI�WKH
:72�� WKH� ,0)� DQG� WKH�:RUOG� %DQN�� ,Q� UHVSRQVH� WR� VXFK� SURWHVWV� DQG� LQ� DQ
XQFKDUDFWHULVWLFDOO\�RQH�VLGHG�FROXPQ��D�OHDGLQJ�ZULWHU�LQ�WKH�)LQDQFLDO�7LPHV�
0DUWLQ� :ROI�� DUJXHG� WKDW� LW� LV� D� 
ELJ� OLH
� WR� VD\� WKDW� JOREDOL]DWLRQ� SURPRWHV
LQFRPH� LQHTXDOLW\� �:ROI� �������+H�SURYLGHG�GDWD� WR� LQGLFDWH� WKDW� LQFRPHV� LQ
WKH�ZRUOG�DV�D�ZKROH�KDYH�EHFRPH�PRUH�HTXDO�LQ�UHFHQW�\HDUV�WKDQ�EHIRUH�

2Q� WKH� RWKHU� KDQG�� LW� LV� QRW� MXVW� SURWHVWHUV� RQ� WKH� VWUHHWV� RI� 6HDWWOH� DQG
:DVKLQJWRQ�� EXW� DOVR� VHULRXV� VFKRODUVKLS� WKDW� VXJJHVWV� WKDW� 
ZRUOG
� LQFRPH
LQHTXDOLW\�KDV� LQFUHDVHG��&RUQLD
V��������FRPSUHKHQVLYH�UHYLHZ�RI�FKDQJHV� LQ
LQFRPH� GLVWULEXWLRQ� GXULQJ� WKH� SHULRG� �������� LQ� ��� LQGLYLGXDO� FRXQWULHV� IRU
ZKLFK�DGHTXDWH�GDWD�DUH�DYDLODEOH�LQGLFDWHV�WKDW�LQ����FRXQWULHV��LQFOXGLQJ�WKH
86� DQG�&KLQD��� LQHTXDOLW\� KDV� EHHQ� ULVLQJ� RYHU� WKH� ODVW� WZR� GHFDGHV�� ,Q� IRXU
FRXQWULHV� �LQFOXGLQJ� ,QGLD��� WKH� ORQJ�WHUP� WUHQG� GHFOLQH� LQ� *LQL� FRHIILFLHQWV
REVHUYHG�LQ�WKH���V�DQG���V�KDV�FRPH�WR�D�KDOW��7KH�DXWKRU�IRXQG�WKDW�RQO\�LQ
���FRXQWULHV�WKHUH�ZDV�D�WUHQG�LPSURYHPHQW�LQ�LQFRPH�GLVWULEXWLRQ�LQ�WKH�UHFHQW
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SDVW��EXW�WKHVH�ZHUH�JHQHUDOO\�VPDOO�RU�PHGLXP�VL]HG�FRXQWULHV��7KXV�&RUQLD
V
GDWD� VXJJHVW� WKDW� RYHU� WKH� ODVW� WZR� GHFDGHV� LQHTXDOLW\� ZRUVHQHG� RU� VWRSSHG
LPSURYLQJ� LQ�QDWLRQV�DFFRXQWLQJ�IRU����SHU�FHQW�RI� WKH�SRSXODWLRQ�DQG����SHU
FHQW�RI�WKH�*'3�333�RI�WKH�FRXQWULHV�LQ�WKH�DXWKRU
V�VDPSOH��

7KHUH� LV�� KRZHYHU�� FRQIOLFWLQJ� HYLGHQFH� RQ� WKLV� LVVXH�� :RUOG� %DQN� ������
VXJJHVWV��RQ�WKH�EDVLV�RI�D�VWXG\�E\�'HLQLQJHU�DQG�6TXLUH���������WKDW�WKHUH�KDV
EHHQ�QR�RYHUDOO� LQFUHDVH�LQ� LQFRPH�LQHTXDOLW\�ZLWKLQ�FRXQWULHV��'HLQLQJHU�DQG
6TXLUH
V� GDWD� LQGLFDWHV� WKDW� LQHTXDOLW\� KDV� LQFUHDVHG� LQ� KDOI� WKHLU� VDPSOH
FRXQWULHV� DQG� GHFOLQHG� LQ� WKH� RWKHU� KDOI� ZLWK� QR� FOHDU� RYHUDOO� WUHQG�� &RUQLD
�������SURYLGHV�FRQYLQFLQJ�DUJXPHQWV�WR�VXJJHVW�WKDW�KLV�UHODWLYHO\�SHVVLPLVWLF
HVWLPDWHV�RI�DGYHUVH�WUHQG�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�LQ�WKH�ODUJH�PDMRULW\
RI�FRXQWULHV�DUH��LQ�IDFW��PRUH�DFFXUDWH��KLV�UHVXOWV�DUH�EDVHG�RQ�PRUH�FRPSOHWH
GDWD��FROOHFWHG�E\�:,'(5��+HOVLQNL��DV�ZHOO�DV�D�EHWWHU�HFRQRPHWULF�HVWLPDWLRQ
RI�WKH�WLPH�WUHQGV�

,W�LV�QRW�GLIILFXOW�WR�UHFRQFLOH�&RUQLD
V�WKHVLV�RI�LQFUHDVLQJ�LQFRPH�LQHTXDOLW\�LQ
ERWK� GHYHORSHG� DQG� GHYHORSLQJ� FRXQWULHV� ZLWK�:ROI
V� VXJJHVWLRQ� DERYH� RI� D
WUHQG� LPSURYHPHQW� LQ� ZRUOG� LQFRPH� GLVWULEXWLRQ�� %RWK� WKHVH� VWDWHPHQWV� DUH
FRUUHFW�� &RUQLD
V� LQHTXDOLW\� SURSRVLWLRQ� LV� EDVHG� RQ� ZLWKLQ�FRXQWU\� LQFRPH
GLVWULEXWLRQ�GDWD�ZKHUHDV�:ROI
V�VWDWHPHQW�WDNHV�LQWR�DFFRXQW�ERWK�ZLWKLQ��DQG
EHWZHHQ�FRXQWU\�LQFRPH�GLVWULEXWLRQV��2QH�PDLQ�UHDVRQ�ZK\�ZRUOG�LQGLYLGXDO
LQFRPHV�KDYH�EHFRPH�UHODWLYHO\�PRUH�HTXDO�LQ�WKH�UHFHQW�SHULRG�LV�WKDW�RYHU�RQH
ELOOLRQ�SHRSOH�OLYH�LQ�&KLQD�DQG�WKH�&KLQHVH�HFRQRP\�KDV�EHHQ�JURZLQJ�GXULQJ
WKH� ODVW� WZHQW\�\HDUV�DW� DQ�HSRFK�PDNLQJ� UDWH�RI�DOPRVW����SHU�FHQW�SHU�\HDU�
6LPLODUO\�� GXULQJ� WKH� ODVW� ILIWHHQ� \HDUV�� WKH� ,QGLDQ� HFRQRP\�� ZLWK� D� IXUWKHU
ELOOLRQ� SHRSOH�� KDV� UHFRUGHG� D� WUHQG� LQFUHDVH� LQ� LWV� JURZWK� UDWH� DQG� KDV� EHHQ
DPRQJ� WKH� IDVWHVW�JURZLQJ� FRXQWULHV� RI� WKH�ZRUOG�� 6LQFH�&KLQD� DQG� ,QGLD� DUH
ERWK� ORZ�LQFRPH� FRXQWULHV�� KLJKHU� JURZWK� UDWHV� DQG� KLJKHU� UHDO� LQFRPHV� IRU
WKHLU� SRSXODWLRQV� KDYH� OHDG� WR� D� VOLJKW� QDUURZLQJ� RI� LQGLYLGXDO� LQFRPH
GLVWULEXWLRQ� DW� WKH� OHYHO� RI� WKH� ZRUOG� DV� D� ZKROH�� +RZHYHU�� DV� VHHQ� HDUOLHU�
LQFRPH�GLVWULEXWLRQ�ZLWKLQ�&KLQD�KDV�EHFRPH�PRUH�XQHTXDO�ZKLOH�LQ�,QGLD�WKH
ORQJ�WHUP�WUHQG�GHFOLQH�LQ�LQHTXDOLW\�KDV�FRPH�WR�D�VWRS��0RUHRYHU��WKH�UHFHQW
FDWFKLQJ�XS�ZLWK� DGYDQFHG� FRXQWULHV� E\�&KLQD� DQG� ,QGLD� QHHGV� WR� EH� NHSW� LQ
SHUVSHFWLYH�� $V� %LUGVDOO� ������� KDV� QRWHG� 
�«� LW� ZRXOG� WDNH� &KLQD� DOPRVW� D
FHQWXU\�RI�FRQVWDQW�JURZWK�DW�LWV�UHFHQW�KLJK�UDWH�MXVW�WR�UHDFK�WKH�FXUUHQW�OHYHO
RI�86�LQFRPH�SHU�SHUVRQ
��$QG�LW�ZRXOG�FOHDUO\�WDNH�,QGLD�HYHQ�ORQJHU�WR�GR�VR�

������������������������������������������
��&RUQLD
V��������WRWDO�VDPSOH�RI����FRXQWULHV�DFFRXQWHG�IRU����SHU�FHQW�RI�ZRUOG�SRSXODWLRQ
DQG����SHU�FHQW�RI�ZRUOG�*'3�DW�333�
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+RZ�GR�JOREDOL]DWLRQ� DQG� WHFKQRORJ\� DIIHFW� LQFRPH� LQHTXDOLW\� LQ� GHYHORSLQJ
FRXQWULHV"� $UH� WKH� HIIHFWV� DQDORJRXV� WR� WKHVH� H[SHFWHG� RU� REVHUYHG� IRU
DGYDQFHG�FRXQWULHV"

2XU� HDUOLHU� DQDO\VLV� RI� JOREDOL]DWLRQ� DQG� LQFRPH� LQHTXDOLW\� LQ� DGYDQFHG
FRXQWULHV� KDV� FRQVLGHUHG� WKH� FRQFHSW� RI� JOREDOL]DWLRQ� DV� HVVHQWLDOO\� EHLQJ
V\QRQ\PRXV�ZLWK� IUHH� WUDGH�� LQ� OLQH�ZLWK�PXFK�RI� WKH� OLWHUDWXUH�RQ� WKLV� LVVXH�
+RZHYHU�� LQ� HFRQRPLF� WHUPV�� JOREDOL]DWLRQ� DOVR� UHIHUV� LPSRUWDQWO\� WR� IUHHU
FDSLWDO�PRYHPHQWV��7KH�ODWWHU�KDYH�DVVXPHG�JUHDW�VLJQLILFDQFH�LQ�WKH�����V�DQG
WKH�����V� IRU� LQFRPH� LQHTXDOLW\� LQ�PDQ\�GHYHORSLQJ�FRXQWULHV��SDUWLFXODUO\� LQ
$VLD� DQG� /DWLQ� $PHULFD�� 7KH� TXHVWLRQ� RI� WKH� UHODWLRQVKLS� EHWZHHQ� FDSLWDO
DFFRXQW� OLEHUDOL]DWLRQ� DQG� LQFRPH� GLVWULEXWLRQ� GHVHUYHV� VSHFLDO� FRQVLGHUDWLRQ
DQG�ZLOO�EH�FRQVLGHUHG�VHSDUDWHO\�LQ�WKH�QH[W�VHFWLRQ��7KH�SUHVHQW�VHFWLRQ�ZLOO
SDUDOOHO� WKH� GLVFXVVLRQ� IRU� DGYDQFHG� FRXQWULHV� DQG� H[DPLQH� WKH� HIIHFWV� RI
JOREDOL]DWLRQ�RQO\�LQ�WKH�VHQVH�RI�IUHH�WUDGH��DV�ZHOO�DV�WKRVH�RI�WHFKQRORJ\��RQ
UHFHQW�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�LQ�GHYHORSLQJ�FRXQWULHV�

,Q� DQ� LQIOXHQWLDO� FRQWULEXWLRQ� 6DFKV� DQG� :DUQHU� ������� KDYH� DUJXHG� WKDW
RSHQQHVV��� WR� WKH� ZRUOG� HFRQRP\� �LQ� WKH� VHQVH� RI� WUDGH� OLEHUDOL]DWLRQ� DQG
UHGXFHG� GLVWRUWLRQV�� EHQHILWV� GHYHORSLQJ� FRXQWULHV� WKURXJK� WZR� GLVWLQFW
FKDQQHOV��LW�UDLVHV�WKHLU�JURZWK�UDWHV���DQG�DOVR�OHDGV�WR�D�FRQYHUJHQFH�RI�WKHLU
SHU�FDSLWD�LQFRPHV�ZLWK�WKH�KLJKHU�SHU�FDSLWD�LQFRPHV�RI�GHYHORSHG�FRXQWULHV²
LQ� RWKHU� ZRUGV�� RSHQQHVV� OHDGV� WR� EHWD� FRQYHUJHQFH�� ,Q� RWKHU� FRQWULEXWLRQV�
%HQ�'DYLG� ������ DQG� ������� KDV� VXJJHVWHG� WKDW� FRXQWULHV� RU� UHJLRQV� ZKLFK
LQWHJUDWH� WKURXJK� WUDGH� OLEHUDOL]DWLRQ� GLVSOD\� ORZHU� LQWHU�FRXQWU\� RU� LQWHU�
UHJLRQDO�LQFRPH�LQHTXDOLW\�WKDQ�WKRVH�ZKLFK�GR�QRW��L�H���OLEHUDOL]DWLRQ�OHDGV�WR
JDPPD� FRQYHUJHQFH� EHWZHHQ� FRXQWULHV�� $OWKRXJK� WKH� DXWKRU
V� H[DPSOHV� DUH
WDNHQ� IURP� DGYDQFHG� FRXQWULHV�� KLV� JHQHUDO� DUJXPHQW� LV� FOHDUO\� UHOHYDQW� DQG
LPSRUWDQW�IRU�GHYHORSLQJ�FRXQWULHV�

7KH�WKHRUHWLFDO�IRXQGDWLRQ�IRU�WKH�DERYH�VWXGLHV�LV�WKH�IDFWRU�SULFH�HTXDOL]DWLRQ
�)3(�� WKHRUHP�� 7KH� ODWWHU�� KRZHYHU�� FDQ� RQO\� SURYLGH� D� FRPSDUDWLYH� VWDWLF
DQDO\VLV� RI� WKH� FRQYHUJHQFH� TXHVWLRQ�� /HDPHU� DQG� /HYLQVRQ� ������� KDYH
PRGLILHG� WKH� )3(� WKHRUHP� DQG� JLYHQ� LW� G\QDPLF� FRQWHQW�� WKHLU� IDFWRU±SULFH

������������������������������������������
���6DFKV�DQG�:DUQHU��������GR�QRW�FRQVLGHU�FDSLWDO�DFFRXQW�OLEHUDOL]DWLRQ�LQ�WKHLU�HPSLULFDO
DSSOLFDWLRQ�RI�RSHQQHVV�
��� 7KH� TXHVWLRQ� RI� WKH� UHODWLRQVKLS� EHWZHHQ� RSHQQHVV� DQG� HFRQRPLF� JURZWK� ZLOO� QRW� EH
FRQVLGHUHG�KHUH��7KHLU�UHODWLRQVKLS�KDV�EHHQ�H[DPLQHG�FULWLFDOO\�LQ�6LQJK������D���5RGULJXH]
DQG�5RGULN��������DQG�2FDPSR�DQG�7D\ORU��������DPRQJ�RWKHUV�
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FRQYHUJHQFH� �)3&�� WKHRUHP� VXJJHVWV� WKDW� DV� HFRQRPLHV� RSHQ� XS� DQG� WKHUH� LV
IUHHU�WUDGH�EHWZHHQ�WKHP��WKHUH�ZRXOG�EH�D�WHQGHQF\�IRU�IDFWRU�SULFHV�EHWZHHQ
FRXQWULHV� WR� FRQYHUJH��%RWK�)3(� DQG�)3&� WKHRUHPV� DUH�� KRZHYHU�� YDOLG� RQO\
XQGHU� KLJKO\� UHVWULFWLYH� DVVXPSWLRQV� ZLWK� UHVSHFW�� DPRQJ� RWKHU� WKLQJV�� WR
WHFKQRORJ\��QXPEHU�RI�IDFWRUV�DQG�JRRGV��LQWHU�FRXQWU\�GLIIHUHQFHV�LQ�WDVWHV�DQG
ZKHWKHU�RU�QRW�WKHUH�DUH�IDFWRU�LQWHQVLW\�UHYHUVDOV��%KDJZDWL��������KDV�DUJXHG
WKDW� )3(� LV� D� WKHRUHWLFDO� FXULRVXP�� QRW� DSSOLFDEOH� WR� WKH� UHDO� ZRUOG�� ,QGHHG�
WKHUH� DUH�PDQ\� WKHRUHWLFDO� PRGHOV�� ERWK� ZLWKLQ� DQG� RXWVLGH� WKH� QHR�FODVVLFDO
WUDGLWLRQ�� ZKLFK� SUHGLFW� GLYHUJHQFH� UDWKHU� WKDQ� HLWKHU� EHWD� RU� JDPPD
FRQYHUJHQFH�EHWZHHQ�WUDGLQJ�FRXQWULHV���

(PSLULFDO� HYLGHQFH� RQ� WKH� TXHVWLRQ� RI� FRQYHUJHQFH� EHWZHHQ� GHYHORSHG� DQG
GHYHORSLQJ� FRXQWULHV� LV� QRW� YHU\� NLQG� WR� WKH� 6DFKV� DQG� :DUQHU� K\SRWKHVLV�
'HWDLOHG� DQDO\VLV� LQ� 81&7$'� ������� VKRZV� WKDW� H[FHSW� IRU� D� IHZ� $VLDQ
GHYHORSLQJ� FRXQWULHV� �LQFOXGLQJ� LPSRUWDQWO\�� KRZHYHU�� SRSXORXV� RQHV� OLNH
&KLQD��� WKHUH� KDV� EHHQ� GLYHUJHQFH� UDWKHU� WKDQ� FRQYHUJHQFH� EHWZHHQ� ULFK� DQG
SRRU�FRXQWULHV�GXULQJ�WKH�ODVW�WZR�GHFDGHV��3HU�FDSLWD�LQFRPHV�LQ�D�PDMRULW\�RI
GHYHORSLQJ� FRXQWULHV� KDYH� EHHQ� IDOOLQJ� IXUWKHU� EHKLQG� WKRVH� RI� DGYDQFHG
FRXQWULHV�IRU�D�PXFK�ORQJHU�SHULRG��)XUWKHU��3LHSHU��������VXJJHVWV�WKDW�DPRQJ
GHYHORSLQJ�FRXQWULHV�WKHPVHOYHV�GLIIHUHQFHV�LQ�WRWDO�IDFWRU�SURGXFWLYLW\�JURZWK
UDWHV�KDYH�LQFUHDVHG�VLQFH�JOREDOL]DWLRQ�EHJDQ�LQ�DERXW�WKH�PLG�����V�

6ODXJKWHU��������KDV�VHULRXVO\�FKDOOHQJHG�WKH�EDVLF�VWDWLVWLFDO�PHWKRGRORJ\�RI
%HQ�'DYLG
V� HPSLULFDO� DQDO\VLV� �UHIHUUHG� WR� DERYH�� VXJJHVWLQJ� FRQYHUJHQFH
DPRQJ� FRXQWULHV� ZKLFK� LQWHJUDWH� WKURXJK� IUHHU� WUDGH�� 6ODXJKWHU� XVHV� WKH
VXSHULRU�GLIIHUHQFH�LQ�GLIIHUHQFHV�PHWKRG�DQG� UH�H[DPLQHV� WKH� VDPH� LQVWDQFHV
RI� LQWHJUDWLRQ� LQYHVWLJDWHG� E\� %HQ�'DYLG� �������� 6ODXJKWHU� FRPHV� WR� D� FOHDU
RSSRVLWH� FRQFOXVLRQ� WR� WKDW� RI� WKH� ODWWHU�� WUDGH� OLEHUDOL]DWLRQ� GLG� QRW� OHDG� WR
FRQYHUJHQFH�LQ�DQ\�RI�WKH�FDVHV�VWXGLHG��RQ�WKH�FRQWUDU\��LW�DSSHDUV�WR�KDYH�OHG
WR�LQFRPH�GLYHUJHQFH�EHWZHHQ�FRXQWULHV�LQ�WKH�VDPSOHV�

)XUWKHU� HYLGHQFH� LQ� UHODWLRQ� WR� GHYHORSLQJ� FRXQWULHV� RQ� WKH� GLVWULEXWLRQDO
FRQVHTXHQFHV� RI� JOREDOL]DWLRQ� FRPHV� IURP� /DWLQ� $PHULFD� DV� ZHOO� DV� IURP
PLGGOH� LQFRPH� FRXQWULHV� HOVHZKHUH�� 7KLV� HYLGHQFH� VXJJHVWV� WKDW�� FRQWUDU\� WR
ZKDW�PD\�KDYH�EHHQ�H[SHFWHG�RQ�WKH�EDVLV�RI�WKH�6WROSHU�6DPXHOVRQ�WKHRUHP�
DV� ZHOO� DV� FRQWUDU\� WR� WKH� H[SHULHQFH� RI� (DVW� $VLDQ� FRXQWULHV� ZKHQ� WKH\
OLEHUDOL]HG� WKHLU� WUDGH� UHJLPHV� LQ� WKH� ����V� DQG� ����V�� WUDGH� OLEHUDOL]DWLRQ� LQ
/DWLQ� $PHULFD� LQ� WKH� UHFHQW� SHULRG� KDV� QRW� OHG� WR� UHGXFHG� ZDJH� GLVSHUVLRQ
EHWZHHQ�VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV��)RU�H[DPSOH��LQ�0H[LFR�/XVWLJ�������
VKRZV�WKDW�EHWZHHQ���������ZDJHV�RI�VNLOOHG�ZRUNHUV�LQFUHDVHG�E\�PRUH�WKDQ

������������������������������������������
���6HH�IRU�H[DPSOH�.DOGRU���������%DOGZLQ���������9HQWXUD��������
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���SHU� FHQW�ZKLOH� WKRVH�RI�XQVNLOOHG�ZRUNHUV� IHOO� E\� D� VLPLODU�PDUJLQ��:RUOG
%DQN� ������� UHSRUWV� WKDW� LQGLYLGXDO� FRXQWU\� VWXGLHV� IRU� &KLOH�� &ROXPELD�
7XUNH\� DQG� 9HQH]XHOD� DOVR� LQGLFDWH� D� VLPLODU� SDWWHUQ�� WKH� VNLOO�SUHPLXPV
LQFUHDVHG�LQ�DOO�RI�WKHVH�FRXQWULHV�

:RRG��������KDV�DUJXHG�WKDW�WKLV�HYLGHQFH�LV�FRPSDWLEOH�ZLWK� WKH�SUHGLFWLRQV
RI�D�+HFNVKHU�2KOLQ�PRGHO�DSSOLHG�WR�PLGGOH�LQFRPH�FRXQWULHV��,W�LV�VXJJHVWHG
WKDW� WKHVH�FRXQWULHV�KDYH�D�FRPSDUDWLYH�DGYDQWDJH� LQ�PHGLXP�VNLOO� LQGXVWULHV�
)UHHU�WUDGH�ZLWK�ORZ�VNLOO�DQG�ORZ�LQFRPH�FRXQWULHV�OHDGV�WR�XQVNLOOHG�ZRUNHUV
EHLQJ�VTXHH]HG�RXW�E\�FRPSHWLWLRQ�� ORZHULQJ�ZDJHV�DQG�HPSOR\PHQW� LQ� WKHVH
VHFWRUV��7KH�H[SDQVLRQ�LQ�H[SRUWV�RI�PHGLXP�WHFKQRORJLFDO�JRRGV�OHDGV� WR�WKH
REVHUYHG�VNLOO�SUHPLXP�LQ�PLGGOH�LQFRPH�GHYHORSLQJ�HFRQRPLHV�

$OWKRXJK� WKLV� LV� D� SODXVLEOH� LQWHUSUHWDWLRQ� RI� VRPH� RI� WKH� IDFWV� PHQWLRQHG
HDUOLHU��:RUOG�%DQN��������VXJJHVWV�WKDW�LW�LV�QRW�FRPSDWLEOH�ZLWK�WKH�ZKROH�RI
WKH� DYDLODEOH� HYLGHQFH�� 7KH� %DQN� IDYRXUV� D� VNLOO�ELDVHG� WHFKQRORJ\
LQWHUSUHWDWLRQ� RI� WKH� REVHUYHG� FKDQJHV�� ,W� SURYLGHV� IXUWKHU� ELWV� DQG� SLHFHV� RI
HYLGHQFH�LQ�VXSSRUW�RI� LWV� FDVH��)LUVW��GHVSLWH� WKH� ULVH� LQ� WKH� UHODWLYH�ZDJHV�RI
VNLOOHG� ODERXU�� WKH�HPSOR\PHQW�RI� VNLOOHG�ZRUNHUV�KDV� LQFUHDVHG��6HFRQG�� WKLV
SDWWHUQ� LV� REVHUYHG� LQ� DOO� LQGXVWULHV� UDWKHU� WKDQ� WKHUH� EHLQJ� MXVW� LQFUHDVHV� LQ
FHUWDLQ�VHFWRUV�DQG�GHFOLQHV�LQ�RWKHUV�DV�VRPH�WUDGH�PRGHOV�SUHGLFW��7KH�%DQN
DOVR�VXJJHVWV�WKDW�
WKHUH�LV�HYLGHQFH�WKDW�WKH�SDWWHUQ�RI�VKLIWV�WRZDUGV�PRUH�VNLOO�
LQWHQVLYH�HPSOR\PHQW� LQ�WKH� LQGXVWULDO�ZRUOG� LQ� WKH�����V�DQG�����V�LV�EHLQJ
PDWFKHG�E\�D�VLPLODU��ODWHU�VKLIW�LQ�WKH�GHYHORSLQJ�ZRUOG
���

7KXV� WKH� EDODQFH� RI� HYLGHQFH� VR� IDU�ZRXOG� DSSHDU� WR� IDYRXU� WHFKQRORJ\� RYHU
JOREDOL]DWLRQ� DV� WKH� PRUH� LPSRUWDQW� GHWHUPLQDQW� RI� LQFRPH� LQHTXDOLW\� LQ
GHYHORSLQJ�FRXQWULHV��,W�ZLOO��KRZHYHU��EH�DSSUHFLDWHG�WKDW�WKLV�HYLGHQFH�LV�QRW
VWURQJ�� 7KH� WHFKQRORJ\� VWRU\� FDQQRW�� IRU� H[DPSOH�� DGHTXDWHO\� H[SODLQ� VRPH
RWKHU� VWULNLQJ� IDFWV� LQ� UHODWLRQ� WR� WKH� HYROXWLRQ� RI� LQFRPH� GLVWULEXWLRQ� LQ
GHYHORSLQJ�FRXQWULHV�LQ�WKH�UHFHQW�SHULRG��:LWK�UHVSHFW�WR�0H[LFR��IRU�H[DPSOH�
%LUGVDOO� �������SRLQWV�RXW� WKDW�� IROORZLQJ�WKH�HQG�RI� WKH�GHEW�FULVLV��HFRQRPLF
JURZWK� UHVXPHG� LQ�0H[LFR� LQ� WKH�����V�� EXW�PRVW�RI� WKHVH�JDLQV�ZHQW� WR� WKH
ULFKHVW����SHU�FHQW��LQFRPHV�DFWXDOO\�IHOO�IRU�WKH�UHPDLQLQJ�KRXVHKROGV��,W�ZRXOG
EH� GLIILFXOW� WR� DWWULEXWH� WKLV� SKHQRPHQRQ� HQWLUHO\� WR� VNLOO�ELDVHG� WHFKQLFDO
SURJUHVV�

0RUHRYHU�� WKH� VXSHULRULW\� RI� WHFKQRORJ\� RYHU� WUDGH� DV� DQ� H[SODQDWLRQ� IRU
LQFRPH� LQHTXDOLW\� LQ� GHYHORSLQJ� FRXQWULHV� KDV� QRW� FRQVLGHUHG� WKH� IUHH� FDSLWDO
PRYHPHQWV�DVSHFW�RI�JOREDOL]DWLRQ��QRU�KDV�LW�FRQVLGHUHG�DQ\�RI�WKH�PDQ\�RWKHU
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���:RUOG�%DQN������������
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IDFWRUV� �DSDUW� IURP� MXVW� WHFKQRORJ\� DQG� WUDGH�� WKDW� PD\� HIIHFW� LQFRPH
GLVWULEXWLRQ�LQ�WKHVH�FRXQWULHV��,W�LV�WR�WKHVH�LVVXHV�WKDW�ZH�QRZ�WXUQ�

,; ),1$1&,$/�/,%(5$/,=$7,21�$1'�27+(5�)$&7256

,Q� RUWKRGR[� HFRQRPLF� DQDO\VLV�� IUHH� FDSLWDO� PRYHPHQW� EHWZHHQ� FRXQWULHV
VKRXOG�� LQ� SULQFLSOH�� KDYH� VLPLODU� EHQHILWV� DV� WKRVH� RI� IUHH� WUDGH�� LQGHHG� WKH
IRUPHU�PD\�EH�UHJDUGHG�DV�D�IRUP�RI�LQWHU�WHPSRUDO�WUDGH��,0)��������QRWHV�
«
WKH� VDPH� DUJXPHQWV� WKDW� FUHDWH� D� SUHVXPSWLRQ� LQ� IDYRXU� RI� FXUUHQW� DFFRXQW
FRQYHUWLELOLW\� WR� SURPRWH� WUDGH� LQ� GLIIHUHQW� JRRGV� DW� D� SRLQW� LQ� WLPH� FUHDWH� D
SUHVXPSWLRQ�LQ�IDYRXU�RI�FDSLWDO�DFFRXQW�FRQYHUWLELOLW\�WR�SURPRWH�WUDGH�LQ�WKH
VDPH� JRRGV� DW� GLIIHUHQW� SRLQWV� LQ� WLPH
���� 7KXV� FDSLWDO� DFFRXQW� OLEHUDOL]DWLRQ
VKRXOG�OHDG�WR�D�PRUH�HIILFLHQW� LQWHU�WHPSRUDO�DOORFDWLRQ�RI� UHVRXUFHV�EHWZHHQ
FRXQWULHV�� 3URSRQHQWV� RI� IUHH� FDSLWDO� IORZV� GUDZ� SDUWLFXODUO\� DWWHQWLRQ� WR� WKH
EHQHILWV� RI� FDSLWDO� PRYHPHQWV� EHWZHHQ� PDWXUH� DQG� HPHUJLQJ� PDUNHWV� ZKLFK
DULVH� IURP� WKH� H[SHFWHG� FKDQJHV� LQ� WKH� DJH� GLVWULEXWLRQ� RI� SRSXODWLRQV� LQ� WKH
WZR�JURXSV�RI�FRXQWULHV��7KXV�� IUHH�FDSLWDO�PRYHPHQW�VKRXOG� OHDG�QRW�RQO\� WR
JUHDWHU� HFRQRPLF� HIILFLHQF\� EXW� VXFK� IORZV� ZRXOG� DOVR� EH� D� IRUFH� IRU
FRQYHUJHQFH�RI�LQFRPHV�EHWZHHQ�ULFK�DQG�SRRU�FRXQWULHV�

$� ODUJH�QXPEHU�RI�PLGGOH� LQFRPH�FRXQWULHV� LQ�$VLD� DQG�/DWLQ�$PHULFD��ZLWK
HQFRXUDJHPHQW�IURP�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV��XQGHUWRRN�FDSLWDO�DFFRXQW
OLEHUDOL]DWLRQ�LQ� WKH�����V��6LQFH� WKH�PLG�����V��PDQ\�RI� WKHVH�FRXQWULHV�KDG
DOUHDG\�EHHQ�PRYLQJ�WRZDUGV�OLEHUDOL]DWLRQ�RI�WKHLU�ILQDQFLDO�V\VWHPV�LQWHUQDOO\�
OHDGLQJ� WR� ILQDQFLDO� GH�UHSUHVVLRQ� DQG� KLJKHU�PDUNHW� GHWHUPLQHG� UDWHV� RI� UHDO
LQWHUHVW��7KHUH�ZDV�DOVR�D�KXJH�H[SDQVLRQ�RI� WKH�VWRFN�PDUNHWV� LQ�GHYHORSLQJ
FRXQWULHV�� 7KLV� LQWHUQDO� OLEHUDOL]DWLRQ� RI� WKH� ILQDQFLDO� V\VWHP� ZDV� JUDGXDOO\
VXSSOHPHQWHG�E\�SHUPLWWLQJ� IRUHLJQ�SRUWIROLR�FDSLWDO� LQ�IORZV�DV�ZHOO� DV� IUHHU
LQWHUQDWLRQDO�FDSLWDO�PRYHPHQWV�JHQHUDOO\���

&ULWLFV� RI� FDSLWDO� DFFRXQW� OLEHUDOL]DWLRQ� DUJXH� WKDW�� DW� D� WKHRUHWLFDO� OHYHO�� WKH
FRQYHQWLRQDO�YLHZ�DERYH�LJQRUHV�FUXFLDO�DVSHFWV�RI�WKH�SUREOHP��7KH\�VXJJHVW
WKDW�IUHH� WUDGH�LQ�JRRGV�LV�D� IXQGDPHQWDOO\�GLIIHUHQW�FRQFHSW� IURP�WKDW�RI� IUHH
PRYHPHQWV�RI�FDSLWDO��8QOLNH� WKH� IRUPHU�� WKH� ODWWHU�DUH� LQWULQVLFDOO\�VXEMHFW� WR
DV\PPHWULF�LQIRUPDWLRQ��DJHQF\�SUREOHPV��DGYHUVH�VHOHFWLRQ��DQG�PRUDO�KD]DUG�
7KH� FULWLFV� DOVR� HPSKDVL]H� WKH� LPSDFW� RI� VSHFXODWLRQ� RQ� DVVHW� SULFHV� DQG� LWV
LPSOLFDWLRQV� IRU� V\VWHPLF� LQVWDELOLW\�� &RQVHTXHQWO\�� WKH\� UHJDUG� ILQDQFLDO
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PDUNHWV�DV�EHLQJ�SDUWLFXODUO\�SURQH�WR�FRQWDJLRQ��KHUG�EHKDYLRXU��FRRUGLQDWLRQ
IDLOXUHV�DQG�WR�PXOWLSOH�HTXLOLEULD���

&DSLWDO� DFFRXQW� OLEHUDOL]DWLRQ� LQ� GHYHORSLQJ� FRXQWULHV� KDV� EHHQ� LQYDULDEO\
DFFRPSDQLHG� E\� ILQDQFLDO� FULVLV� DQG� HFRQRPLF� LQVWDELOLW\� �VHH� IXUWKHU
'HPLUJXF�.XQW�DQG�'HWUDJLDFKH����������,Q�WKH�FDVHV�RI�0H[LFR�LQ���������RI
,QGRQHVLD��7KDLODQG��.RUHD� DQG�0DOD\VLD� LQ����������RI�%UD]LO� DQG�5XVVLD� LQ
���������WKHVH�FULVHV�UHVXOWHG�LQ�
YLUWXDO�PHOWGRZQV
�RI�WKH�DIIHFWHG�HFRQRPLHV�
7KHUH� ZHUH� GHYDVWDWLQJ� ORVVHV� RI� RXWSXW� DQG� HPSOR\PHQW� OHDGLQJ� WR� KXJHO\
DGYHUVH�GLVWULEXWLRQDO�FRQVHTXHQFHV��1RERG\�FODLPV�WRGD\�WKDW�VXFK�FULVHV�ZLOO
QRW�KDSSHQ�LQ�GHYHORSLQJ�FRXQWULHV�LQ�WKH�IXWXUH���

$SDUW�IURP�WKH�ILQDQFLDO�FULVLV�� OLEHUDOL]DWLRQ�RI� WKH�ILQDQFLDO�V\VWHP�PD\�DOVR
KDYH� RWKHU� XQIDYRXUDEOH� HIIHFWV� RQ� LQFRPH� GLVWULEXWLRQ�� ,QFUHDVHV� LQ� UHDO
LQWHUHVW� UDWHV� EHQHILWV� OHQGHUV� DQG� UHQWLHUV� DW� WKH� H[SHQVH� RI� ERUURZHUV�
LQFOXGLQJ�QRWDEO\� WKH�JRYHUQPHQW��$� ODUJH�SDUW�RI� WKH�JRYHUQPHQW�EXGJHWV� LQ
PDQ\�PLGGOH�LQFRPH�FRXQWULHV�QRZ�JRHV�WRZDUGV�LQWHUHVW�SD\PHQWV�UDWKHU�WKDQ
EHLQJ� XVHG� IRU� VRFLDO� H[SHQGLWXUH�� 0RUHRYHU�� WKH� YHU\� IDVW� H[SDQVLRQ� RI� WKH
ILQDQFLDO�VHFWRU�LQ�UHDO�WHUPV��L�H��LQ�WHUPV�RI�WKH�FDSLWDO�VWRFN�DQG�WKH�QXPEHU�RI
SHRSOH� HPSOR\HG�� LQ� GHYHORSLQJ� FRXQWULHV�PD\� KDYH� OHG� WR� JUHDWHU� LQHTXDOLW\
WKDQ� EHIRUH� GHVSLWH� WKH� LQFUHDVH� LQ� HPSOR\PHQW� RSSRUWXQLWLHV� LQ� WKLV� VHFWRU�
)LQDQFLDO�VHFWRU�VDODULHV�DQG�UHZDUGV�WHQG�WR�EH�H[WUHPHO\�KLJK�IRU�WKRVH�DW�WKH
WRS�HQG�RI�WKH�GLVWULEXWLRQ��,W�LV�GLIILFXOW�WR�MXVWLI\�VXFK�UHZDUGV�ZKROO\�LQ�WHUPV
RI� VNLOO�ELDVHG� WHFKQLFDO� SURJUHVV�� 7KH\� DUH� PRUH� FRPSDWLEOH� ZLWK� FKDQJLQJ
VRFLDO�QRUPV�DQG�WKH�GHPRQVWUDWLRQ�HIIHFW�RI�WKH�1RUWK�RQ�WKH�6RXWK�

7KXV� ILQDQFLDO� OLEHUDOL]DWLRQ� UDWKHU� WKDQ� WUDGH� LV� OLNHO\� WR� KDYH� EHHQ� D�JUHDWHU
LQIOXHQFH� RQ� WKH� UHFHQW� HYROXWLRQ� RI� LQFRPH� GLVWULEXWLRQ� LQ� GHYHORSLQJ
FRXQWULHV��+RZHYHU�WKLV�GHOLEHUDWH�FRQFHQWUDWLRQ�RQ�JOREDOL]DWLRQ��LQ� WKH� IRUP
HLWKHU�RI�IUHH�WUDGH�RU�IUHH�FDSLWDO�PRYHPHQW��DQG�WHFKQRORJ\�LQ�WKLV�HVVD\�GRHV
QRW� LQ� DQ\� ZD\� LPSO\� WKDW� WKHUH� DUH� QRW� RWKHU� IDFWRUV� ZKLFK� DUH� DQ\� OHVV
LPSRUWDQW�� 0LOEHUJ� �������� IRU� H[DPSOH�� KDV� HPSKDVL]HG� WKDW� ODERXU� PDUNHW
LQVWLWXWLRQV�DQG�HPSOR\PHQW�JURZWK�KDYH�EHHQ�PRUH�LPSRUWDQW�GHWHUPLQDQWV�RI
LQFRPH�GLVWULEXWLRQ�LQ�GHYHORSLQJ�FRXQWULHV� WKDQ�WUDGH��7KHUH�DUH�DOVR�FRXQWU\
VSHFLILF� IDFWRUV� ZKLFK� FDQQRW� EH� RYHUORRNHG�� 7KHVH� PD\� EH� LOOXVWUDWHG� E\
FRQVLGHULQJ� WKH� FDVH� RI�&KLQD�ZKLFK� KDV� UHFRUGHG� DQ� DSSUHFLDEOH� LQFUHDVH� LQ
LQFRPH� LQHTXDOLW\� VLQFH� WKH� PLG� ����V�� 6WXGHQWV� RI� WKH� &KLQHVH� HFRQRP\
DWWULEXWH� WKLV� WR� WKH� JURZLQJ� UROH� RI� WKH� PDUNHWV�� GHFHQWUDOL]DWLRQ� DQG
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GLPLQLVKLQJ� ILVFDO� DELOLW\� RI� WKH� FHQWUDO� DXWKRULWLHV� WR� DPHOLRUDWH� UHJLRQDO
LQFRPH�LQHTXDOLWLHV����+RZHYHU��WKH�UROH�RI�FKDQJLQJ�VRFLDO�QRUPV�W\SLILHG�E\
'HQJ
V� IDPRXV� VORJDQ� 
LW
V� JORULRXV� WR� EH� ULFK
�� LV� DOVR� OLNHO\� WR� KDYH� EHHQ
LPSRUWDQW� LQ� FKDQJLQJ� SHRSOH
V� SHUFHSWLRQV� DQG� PDNLQJ� LQFUHDVHG� LQHTXDOLW\
VRFLDOO\�DFFHSWDEOH�

7R� VXP� XS�� ERWK� JOREDOL]DWLRQ� �SDUWLFXODUO\� LQ� WKH� IRUP� RI� ILQDQFLDO
OLEHUDOL]DWLRQ��DQG�WHFKQRORJ\�DUH�OLNHO\�WR�KDYH�LQIOXHQFHG�WKH�UHFHQW�HYROXWLRQ
RI� LQFRPH�GLVWULEXWLRQ� LQ�GHYHORSLQJ�FRXQWULHV��$YDLODEOH� HPSLULFDO� HYLGHQFH�
KRZHYHU��GRHV�QRW�DOORZ�XV�WR�GHWHUPLQH�WKH�UHODWLYH�LPSRUWDQFH�RI�WKHVH�IDFWRUV
HLWKHU� LQ� UHODWLRQ� WR� HDFK�RWKHU��RU�PRUH� LPSRUWDQWO\�ZLWK� UHVSHFW� WR� WKH�RWKHU
NLQGV�RI�IDFWRUV�RXWOLQHG�DERYH��0RUH�YDULHG�FDVH�VWXGLHV�DV�ZHOO�DV�PXOWLYDULDWH
DQDO\VHV�DUH�UHTXLUHG�IRU�DQ�DVVHVVPHQW�RI�WKH�UHODWLYH�LQIOXHQFH�RI�WKH�YDULRXV
IDFWRUV��6XFK�HPSLULFDO�ZRUN�LV�SDUWLFXODUO\�LPSRUWDQW�IRU�GHYLVLQJ�DSSURSULDWH
SROLF\� UHVSRQVH� WR� WKH� FKDOOHQJH� RI� DGYHUVH� WUHQG� FKDQJHV� LQ� LQFRPH
GLVWULEXWLRQ� H[SHULHQFHG� E\� PDQ\� GHYHORSHG� DQG� GHYHORSLQJ� FRXQWULHV� LQ� WKH
ODVW�WZR�GHFDGHV�

; &21&/86,21�$1'�32/,&<�,03/,&$7,216

7KHUH� LV� D� ODUJH� DQG� JURZLQJ� OLWHUDWXUH� RQ� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� LQ
DGYDQFHG� FRXQWULHV� GXULQJ� WKH� ODVW� WZR� GHFDGHV�� 0RVW� RI� WKH� FRQWULEXWLRQV
DWWULEXWH�WKHVH�FKDQJHV�WR�HLWKHU�JOREDOL]DWLRQ��VSHFLILFDOO\�LQ�WKH�IRUP�RI�WUDGH
OLEHUDOL]DWLRQ� ZLWK� ORZ�ZDJH� GHYHORSLQJ� FRXQWULHV��� RU� WR� VNLOO�ELDVHG
WHFKQRORJ\��RU� WR� D� FRPELQDWLRQ�RI� WKH� WZR��7KHVH� WZR� IDFWRUV� DUH� WKRXJKW� WR
KDYH�OHG�WR�UHGXFHG�UHODWLYH�GHPDQG�IRU�XQVNLOOHG�ODERXU�DQG�WR�DQ�LQFUHDVH�LQ
WKDW�IRU�VNLOOHG�ZRUNHUV��7KLV�KDV�UHVXOWHG�LQ�LQFUHDVHG�LQFRPH�LQHTXDOLW\�LQ�WKH
86�DQG� WKH�8.��EHFDXVH�RI� WKH�JUHDWHU� ODERXU�PDUNHW� IOH[LELOLW\� LQ� WKHVH� WZR
FRXQWULHV��DQG�LQ�PDVV�XQHPSOR\PHQW�LQ�FRQWLQHQWDO�(XURSHDQ�FRXQWULHV��RZLQJ
WR�WKHLU�ULJLG�ODERXU�PDUNHWV���7KLV�SDSHU�FKDOOHQJHV�WKHVH�FRQFOXVLRQV�ERWK�RQ
DQDO\WLFDO�DQG�HPSLULFDO�JURXQGV��7KH�FHQWUDO�UHVXOW�RI�WKLV�VWXG\�ZLWK�UHVSHFW�WR
GHYHORSHG� FRXQWULHV� LV� WKDW� QHLWKHU� WUDGH� QRU� WHFKQRORJ\� DUH� QHFHVVDULO\� WKH
PRVW� LPSRUWDQW� IDFWRUV� LQ� FDXVLQJ� LQFUHDVHG� LQFRPH� LQHTXDOLW\� LQ� WKH� UHFHQW
SHULRG��$OWKRXJK�WKHUH�LV�VWLOO�FRQVLGHUDEOH�WKHRUHWLFDO�FRQWURYHUV\�VXUURXQGLQJ
WKLV�LVVXH��WKHUH�LV�UREXVW�HPSLULFDO�HYLGHQFH�WR�LQGLFDWH� WKDW� WKH�FRQFHQWUDWLRQ
RQ� WKHVH� WZR� IDFWRUV� WR� WKH� H[FOXVLRQ� RI� RWKHU� LV� QRW� MXVWLILHG�� 7KH� SDSHU� KDV
KLJKOLJKWHG�WKH�UROH�RI�VRFLDO�QRUPV��HFRQRPLF�LQVWLWXWLRQV��DV�ZHOO�DV�JURZWK�RI
HPSOR\PHQW��LQ�FDXVLQJ�WKH�REVHUYHG�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�
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���6HH�IXUWKHU�.KDQ�DQG�5LVNLQ��������



��

:LWK� UHVSHFW� WR� GHYHORSLQJ� FRXQWULHV�� WKH� SDSHU� VXJJHVWV� WKDW� WKHUH� LV� QRW
VXIILFLHQW� HPSLULFDO� HYLGHQFH� IRU� HVWDEOLVKLQJ� UREXVW� FRQFOXVLRQV�� $YDLODEOH
GDWD� LQGLFDWHV� WKDW� JOREDOL]DWLRQ� �LQ� WKH� IRUP� RI� ILQDQFLDO� OLEHUDOL]DWLRQ� UDWKHU
WKDQ� WUDGH�� DQG� WHFKQRORJ\� DUH� ERWK� OLNHO\� WR� EH� VLJQLILFDQW� IDFWRUV� LQ
DFFRXQWLQJ�IRU�WKH�LQFUHDVHG�LQHTXDOLW\�LQ�GHYHORSLQJ�FRXQWULHV�GXULQJ�WKH� ODVW
WZR�GHFDGHV��+RZHYHU��WKHUH�LV�QR�UHDVRQ�WR�EHOLHYH�WKDW�WKH�FRQWULEXWLRQ�RI�WKH
RWKHU� UHOHYDQW� IDFWRUV� �H�J�� VRFLDO� QRUPV�� ODERXU� PDUNHW� LQVWLWXWLRQV� VXFK� DV
XQLRQV�DQG�PLQLPXP�ZDJHV��PDFURHFRQRPLF�FRQGLWLRQV��LV�OLNHO\�WR�EH�DQ\�OHVV
LPSRUWDQW�LQ�H[SODLQLQJ�WKH�REVHUYHG�GLVWULEXWLRQDO�FKDQJHV�LQ�SRRU�FRXQWULHV�

7XUQLQJ�WR�SROLF\��LQ�DGYDQFHG�FRXQWULHV��WKH�PDLQ�SURSRVDO�RI�PRVW�VFKRODUV�LQ
WKLV�ILHOG��ZKHWKHU�WKH\�EHOLHYH�WUDGH�RU�WHFKQRORJ\�WR�EH�WKH�SULQFLSOH�IDFWRU�LQ
FDXVLQJ� LQFUHDVHG� LQFRPH� LQHTXDOLW\�� LV� WR� HPSKDVL]H� LQFUHDVHG� WUDLQLQJ� DQG
HGXFDWLRQ�RI�WKH�ZRUNIRUFH��7KLV�ZRXOG�HQDEOH�ZRUNHUV�WR�NHHS�XS�ZLWK�WKH�QHZ
WHFKQRORJ\��DV�ZHOO�DV�WR�PDLQWDLQ�DQG�HQKDQFH�FRPSHWLWLYHQHVV�

7KH� DQDO\VLV� RI� WKLV� SDSHU�� KRZHYHU�� OHDGV� WR� D� UDWKHU� GLIIHUHQW� SROLF\
SHUVSHFWLYH�� $V� VRFLDO� QRUPV�� XQLRQV�� JURZWK� RI� HPSOR\PHQW� DQG
PDFURHFRQRPLF� FRQGLWLRQV� DUH� UHJDUGHG� DV� LPSRUWDQW� GHWHUPLQDQWV� RI� LQFRPH
LQHTXDOLW\� �DV� ZHOO� DV� RWKHU� FXUUHQW� ODERXU� PDUNHW� GHILFLWV��� HGXFDWLRQ� DQG
WUDLQLQJ� FDQ� RQO\� JR� VR� IDU�� ,QGHHG�� ZLWKRXW� DSSURSULDWH� PDFURHFRQRPLF
FRQGLWLRQV�� LW�PD\�QRW�EH�YHU\� IDU�DW� DOO�� DV� WKH�H[SHULHQFH�RI�PDQ\� WUDQVLWLRQ
HFRQRPLHV�� ZLWK� KLJKO\� HGXFDWHG� SRSXODWLRQV�� GXULQJ� WKH� ODVW� GHFDGH
GHPRQVWUDWHV�

7KH� UHFRUG�RI� WKH�*ROGHQ�$JH� LQGLFDWHV� WKDW� DOO� RI� WKH�SUHVHQW�GHILFLWV� RI� WKH
1RUWK
V�ODERXU�PDUNHWV�FDQ�EH�FRUUHFWHG�LI�WKHUH�ZHUH�D�SURORQJHG�SHULRG�RI�IXOO
HPSOR\PHQW�ZLWK� VWHDGLO\� ULVLQJ� UHDO� ZDJHV�� 7KLV� VXJJHVWV� D� SROLF\�PL[� WKDW
ZRXOG� OHDG� WR� D� WUHQG� LQFUHDVH� LQ� WKH�1RUWK
V� HFRQRPLF� JURZWK��+RZHYHU�� LQ
RUGHU� WR� EH� VXVWDLQDEOH� DQG� HIIHFWLYH�� VXFK� JURZWK� ZRXOG� QHHG� WR� EH� 
KLJK
TXDOLW\
�L�H��VWDEOH�DQG�HJDOLWDULDQ��ZLWK�PRGHUDWH�LQIODWLRQ��)DVWHU�JURZWK�LQ�WKH
1RUWK�ZRXOG�DOVR�EHQHILW�WKH�6RXWK�DQG�LQGHHG�OHDG�WR�D�SRVLWLYH�IHHGEDFN�ORRS�
LQFUHDVLQJ� LQGLUHFWO\� WKH� GHPDQG� IRU� ODERXU� LQ� ERWK� WKH�1RUWK� DQG� WKH� 6RXWK�
7KH� LPSRUWDQW� TXHVWLRQ� LV� ZKHWKHU� VXFK� IDVW�� KLJK� TXDOLW\� JURZWK� LV� IHDVLEOH
WRGD\�LQ�WKH�1RUWK�

$V� QRWHG� DERYH�� DGYDQFHG� HFRQRPLHV� GLG� H[SHULHQFH� WKLV� NLQG� RI� HFRQRPLF
JURZWK�GXULQJ�WKH�*ROGHQ�$JH��ZKHQ�WKHUH�ZDV�IDVW�JURZWK�RI�UHDO�ZDJHV��IXOO
HPSOR\PHQW�� UHGXFHG� LQFRPH� LQHTXDOLW\� DV� ZHOO� DV� ORZ� LQIODWLRQ�� +RZHYHU�
EHWZHHQ������DQG������WKHVH�HFRQRPLHV�KDYH�JURZQ�DW�D�UDWH�RI�RQO\�����SHU
FHQW�SHU�DQQXP�FRPSDUHG�WR���SHU�FHQW�SHU�DQQXP�LQ�WKH�*ROGHQ�$JH��:K\�FDQ
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WKH\�QRW�H[SDQG�WRGD\�DW��VD\�D�UDWH�RI���SHU�FHQW�SHU�DQQXP�LI�QRW�DW�WKH�*ROGHQ
$JH�UDWH"�:KDW�DUH�WKH�PDLQ�HFRQRPLF�FRQVWUDLQWV�RQ�WKHLU�JURZWK"�2QH�RI�XV��
KDV� H[DPLQHG� WKLV� TXHVWLRQ� LQ� GHWDLO� HOVHZKHUH� DQG� DUJXHG� WKDW� WKH� PDLQ
FRQVWUDLQWV� RQ� IDVWHU� JURZWK� LQ� DGYDQFHG� HFRQRPLHV� GR�QRW� OLH� RQ� WKH� VXSSO\
VLGH��1RW�RQO\�DUH�WKHUH�XQXWLOL]HG�KXPDQ�UHVRXUFHV��EXW�WKHUH�LV�DOVR�SRZHUIXO
QHZ�WHFKQRORJ\�RI�,&7�ZKRVH�SRWHQWLDO�LV�IDU�IURP�EHLQJ�UHDOL]HG��6FKRODUV�RI
WHFKQLFDO� FKDQJH� UHJDUG� WKH� ,&7� WHFKQRORJ\� DV� EHLQJ� RQ� SDU� ZLWK�� LI� QRW
VXSHULRU� WR�� HOHFWULFLW\� DQG� WKH� VWHDP� HQJLQH� DV� RQH� RI� WKH� PRVW� LPSRUWDQW
WHFKQRORJLFDO�GHYHORSPHQWV�RI�WKH�ODVW�WZR�FHQWXULHV�

7KH� FKLHI� FRQVWUDLQWV� RQ� IDVWHU� 2(&'� JURZWK� QRZ� OLH� RQ� WKH� GHPDQG� VLGH�
+RZHYHU�� LQGXVWULDO� FRXQWULHV� FDQQRW� HIIHFW� D� WUHQG� LQFUHDVH� LQ� WKH� UDWH� RI
JURZWK�RI�UHDO�DJJUHJDWH�GHPDQG�E\�VLPSO\�XVLQJ�QRUPDO�ILVFDO�DQG�PRQHWDU\
SROLFLHV�� )LUVW�� LI� LW� LV� QRW� WR� EH� WKZDUWHG� E\� IXUWKHU� SD\PHQWV� GLVHTXLOLEULD
EHWZHHQ� OHDGLQJ� LQGXVWULDO� FRXQWULHV�� LW� ZRXOG� EH� QHFHVVDU\� IRU� WKH� GHPDQG
H[SDQVLRQ�WR�EH�LQWHUQDWLRQDOO\�FRRUGLQDWHG��6HFRQGO\��DQG�HTXDOO\�LPSRUWDQWO\�
SDVW�H[SHULHQFH�VXJJHVWV�WKDW�UHVWULFWLYH�LQVWLWXWLRQDO�PHFKDQLVPV�DW�WKH�QDWLRQDO
OHYHO� ZLOO� EH� QHHGHG� VR� WKDW� DQ� LQFUHDVH� LQ� DJJUHJDWH� PRQHWDU\� GHPDQG
WUDQVODWHV�LWVHOI�LQWR�DQ�H[SDQVLRQ�RI�UHDO�GHPDQG�DQG�QRW�MXVW�EH�GLVVLSDWHG�E\�D
ULVH� LQ�ZDJHV� DQG�SULFHV�� 7KXV�� GHVSLWH� WKH� UHFHQW� SULFH� VWDELOLW\� LQ� LQGXVWULDO
FRXQWULHV�� SD\� FRRUGLQDWLQJ�PHFKDQLVPV� DUH� HVVHQWLDO� IRU� DFKLHYLQJ� WKH� WUHQG
LQFUHDVH� LQ� WKH� UDWH� RI� JURZWK� RI� UHDO� GHPDQG� UHTXLUHG� IRU� FRQWLQXRXV� IXOO
HPSOR\PHQW�

,W�PD\�EH�REMHFWHG�WKDW�LQFRPHV�RU�SD\�FRRUGLQDWLRQ�SROLFLHV�KDYH�QRW�ZRUNHG
LQ�WKH�SDVW��:K\�VKRXOG�WKH\�ZRUN�QRZ"�7KHUH�DUH�WZR�UHDVRQV�IRU�RSWLPLVP�RQ
WKLV� VFRUH��2QH� LPSRUWDQW� UHDVRQ� LV� WKDW� WKH�ZRUOG� QRZ�KDV� H[SHULHQFH�RI� WKH
DOWHUQDWLYH� HFRQRPLF� UHJLPH� DQG� RI� LWV� XQSOHDVDQW� UHVXOWV� LQ� WHUPV� RI� PDVV
XQHPSOR\PHQW�LQ�(XURSHDQ�FRXQWULHV��,QVWHDG�RI�ZDVWHIXOO\�PDLQWDLQLQJ�D�ODUJH
UHVHUYH�DUP\�RI�WKH�XQHPSOR\HG��RU�DEDQGRQLQJ�WKH�ZHOIDUH�VWDWH� LQ�IDYRXU�RI
86� W\SH� ODERXU� PDUNHW� IOH[LELOLW\�� VXUHO\� LW� LV� VHQVLEOH� WR� VHHN� FRRSHUDWLYH
DUUDQJHPHQWV�EHWZHHQ�HPSOR\HHV�DQG�HPSOR\HUV�ZKLFK�FDQ�DW�OHDVW�UHGXFH�WKLV
ZDVWH��6HFRQGO\��DQG�PRUH�LPSRUWDQWO\��LQFRPHV�SROLFLHV�LQ�WKH�SDVW�KDYH�EHHQ
LQWURGXFHG� DV� WHPSRUDU\� VWRS�JDS� PHDVXUHV� WR� FRQWURO� LQIODWLRQ�� (YHQ� ZKHQ
WKHVH� KDYH� EHHQ� VXFFHVVIXO� LQ� FRQWDLQLQJ� LQIODWLRQ�� VXFK� SROLFLHV� KDYH� RIWHQ
UHVXOWHG� LQ� UHGXFLQJ� WKH� VKDUH� RI� ZDJHV� DQG� LQFUHDVLQJ� WKDW� RI� SURILWV� ZKLFK
PDNHV� WKHP�XQVXVWDLQDEOH��:KDW� LV�EHLQJ�SURSRVHG�KHUH�DUH�SD\�FRRUGLQDWLRQ
SROLFLHV�IRU�WKH�ORQJ�UXQ��6XFK�SROLFLHV�ZRXOG�RQO\�ZRUN�LI�WKH\�DUH�VHHQ�WR�EH
IDLU�DQG� LQYROYH�SURJUHVVLYH� UHGLVWULEXWLRQV�RI� LQFRPH�RYHU� WLPH��3D\�SROLFLHV

������������������������������������������
���6HH�IXUWKHU�6LQJK�������
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PXVW� QRW� VLPSO\� EH� GHYLFHV� IRU� UHGXFLQJ� ZRUNHUV
� OLYLQJ� VWDQGDUGV� RU� IRU
IUHH]LQJ�WKH�GLVWULEXWLRQ�RI�LQFRPH�

7KXV��WKH�GHPDQG�FRQVWUDLQW�RQ�HFRQRPLF�JURZWK�LQ�DGYDQFHG�FRXQWULHV�LV�QRW
WHFKQLFDO� EXW� GHHSO\� LQVWLWXWLRQDO�� ,W� ZLOO� UHTXLUH� QHZ� LQVWLWXWLRQV� ERWK� DW� WKH
QDWLRQDO� DQG� DW� WKH� LQWHUQDWLRQDO� OHYHO� WR� UHOD[� WKH� FRQVWUDLQW���� 7KHVH
LQVWLWXWLRQV�ZLOO� KHOS� SURPRWH� FRRSHUDWLYH� UHODWLRQVKLSV� EHWZHHQ� QDWLRQ� VWDWHV
DQG�EHWZHHQ�ZRUNHUV��HPSOR\HUV��DQG�WKH�JRYHUQPHQW�ZLWKLQ�QDWLRQ�VWDWHV�

7KH�HVVHQWLDOO\�SROLWLFDO�SURFHVV�RI�DFKLHYLQJ�WKH�UHTXLUHG�LQVWLWXWLRQDO�FKDQJHV
VKRXOG�DOVR�KHOS�EULQJ�DERXW�FKDQJHV�LQ�VRFLDO�QRUPV�WRZDUGV�PRUH�HJDOLWDULDQ
LQFRPH�GLVWULEXWLRQ���

������������������������������������������
��� 7KHVH� LQVWLWXWLRQDO� PHFKDQLVPV� KDYH� EHHQ� GLVFXVVHG� PRUH� IXOO\� LQ� 6LQJK� ������ DQG
����D�
��� 7KH� TXHVWLRQ� RI� SROLFLHV� WR� DFKLHYH� IDVW� HJDOLWDULDQ� JURZWK� LQ� GHYHORSLQJ� FRXQWULHV� LV
PXFK�PRUH�FRPSOH[��QRW�OHDVW�EHFDXVH�RI�WKHLU�ZLGH�GLVSDULW\�LQ�WHUPV�RI�OHYHOV�RI�HFRQRPLF�
VRFLDO� DQG� LQVWLWXWLRQDO� GHYHORSPHQW�� )RU� UHDVRQV� RI� VSDFH�� WKHVH� LVVXHV� DUH� QRW� GLVFXVVHG
KHUH��7KHVH�KDYH��KRZHYHU��EHHQ�H[DPLQHG�LQ�6LQJK���������1HYHUWKHOHVV��SDUWV�RI�WKH�EURDG
SROLF\�DSSURDFK�RXWOLQHG�DERYH�LQ�UHODWLRQ�WR�DGYDQFHG�FRXQWULHV�ZLOO�EH�XVHIXO�SDUWLFXODUO\
WR�PDQ\�PLGGOH�LQFRPH�GHYHORSLQJ�FRXQWULHV��H�J��SD\�FRRUGLQDWLRQ�SROLFLHV��
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5()(5(1&(6

$WNLQVRQ�� $�� %�� �������� 
%ULQJLQJ� ,QFRPH� 'LVWULEXWLRQ� LQ� IURP� WKH� &ROG
�
(FRQRPLF�-RXUQDO��������������

������������������� 
,QFUHDVHG� ,QFRPH� ,QHTXDOLW\� LQ� 2(&'� &RXQWULHV� DQG� WKH
5HGLVWULEXWLYH� ,PSDFW� RI� *RYHUQPHQW� %XGJHW
�� SDSHU� SUHVHQWHG� DW� WKH
818�:,'(5�FRQIHUHQFH� RQ� ,QFRPH� ,QHTXDOLW\� DQG�3RYHUW\�5HGXFWLRQ�� -XO\�
+HOVLQNL�

������������������� 
7KH� &KDQJLQJ� 'LVWULEXWLRQ� RI� ,QFRPH�� (YLGHQFH� DQG
([SODQDWLRQV
��*HUPDQ�(FRQRPLF�5HYLHZ���

��������������DQG�)��%RXUJXLJQRQ��������+DQGERRN�RI�,QFRPH�'LVWULEXWLRQ��(OVHYLHU�
$PVWHUGDP�

$XWRU�� '��� /�� .DW]�� DQG� $�� .UXHJHU� ������� 
&RPSXWLQJ� ,QHTXDOLW\�� +DYH
&RPSXWHUV� &KDQJHG� /DERXU�0DUNHW"
��4XDUWHUO\� -RXUQDO� RI� (FRQRPLFV� ����
���������

%DOGZLQ�� 5�� ������� 
0HDVXUDEOH� '\QDPLF� *DLQV� IURP� 7UDGH
�� -RXUQDO� RI
3ROLWLFDO�(FRQRP\�����������������

%HQ�'DYLG��'��������� 
(TXDOLVLQJ�([FKDQJH��7UDGH�/LEHUDOL]DWLRQ�DQG�,QFRPH
&RQYHUJHQFH
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�9RO�������1R������������

������������������� 
7UDGH� DQG� &RQYHUJHQFH� DPRQJ� &RXQWULHV
�� -RXUQDO� RI
,QWHUQDWLRQDO�(FRQRPLFV������������

%HUPDQ�� (��� -�� %RXQG�� DQG� =�� *ULOLFKHV� ������� 
&KDQJHV� LQ� WKH� 'HPDQG� IRU
6NLOOHG�/DERXU�ZLWK�86�0DQXIDFWXULQJ� ,QGXVWULHV��(YLGHQFH� IURP� WKH�$QQXDO
6XUYH\�RI�0DQXIDFWXUHV
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�������������

%KDJZDWL�� -�� ������� 
)UHH� 7UDGH�� 2OG� DQG� 1HZ� &KDOOHQJHV
�� 7KH� (FRQRPLF
-RXUQDO�������������������

%LUGVDOO��1���������
,QHTXDOLW\�ZLWKLQ�1DWLRQV�LV�WKH�'DQJHU
��OHWWHU�WR�WKH�(GLWRU
LQ�7KH�)LQDQFLDO�7LPHV��/RQGRQ��)HEUXDU\����

%RUMDV�� *��� DQG� 9�� 5DPH\� ������� 
)RUHLJQ� &RPSHWLWLRQ�� 0DUNHW� 3RZHU� DQG
:DJH�,QHTXDOLW\
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV���������������

��������������5��)UHHPDQ��DQG�7��.DW]��������
+RZ�0XFK�'R�,PPLJUDWLRQ�DQG�7UDGH
$IIHFW�/DERXU�0DUNHW�2XWFRPHV"
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\���
�����
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%RXQG�� -��� DQG�*�� -RKQVRQ� ������� 
&KDQJHV� LQ� WKH� 6WUXFWXUH� RI�:DJHV� LQ� WKH
����V��DQ�(YDOXDWLRQ�RI�$OWHUQDWLYH�([SODQDWLRQV
��$PHULFDQ�(FRQRPLF�5HYLHZ
����-XQH����������

%XUWOHVV��*���������
(DUQLQJV�,QHTXDOLW\�RYHU�WKH�%XVLQHVV�&\FOH��LQ�*��%XUWOHVV
�HG����$�)XWXUH�RI�/RXV\�-REV"��7KH�%URRNLQJV�,QVWLWXWLRQ��:DVKLQJWRQ��'&�

���������������������� 
,QWHUQDWLRQDO� 7UDGH� DQG� WKH� 5LVH� LQ� (DUQLQJV� ,QHTXDOLW\
�
-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH������������

&DUG�� '�� ������� 
7KH� (IIHFW� RI� 8QLRQV� RQ� WKH� 'LVWULEXWLRQ� RI� :DJHV�
5HGLVWULEXWLRQ� RU� 5HODEHOOLQJ"
�� 1%(5� :RUNLQJ� 3DSHU� 1R�� ������ 1%(5�
&DPEULGJH��0$�

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

'DYLV�� '�� 5�� �����D�� 
'RHV� (XURSHDQ� 8QHPSOR\PHQW� 3URS� 8S� $PHULFDQ
:DJHV"� 1DWLRQDO� /DERXU� 0DUNHWV� DQG� *OREDO� 7UDGH
�� $PHULFDQ� (FRQRPLF
5HYLHZ������������

�����������������E�� 
7HFKQRORJ\��8QHPSOR\PHQW� DQG�5HODWLYH�:DJHV� LQ� D�*OREDO
(FRQRP\
��(XURSHDQ�(FRQRPLF�5HYLHZ�������������

'HDUGRUII�� $��� DQG� '�� +DNXUD� ������� 
7UDGH� DQG� :DJHV²:KDW� $UH� WKH
TXHVWLRQV"
�� LQ� -�� %KDJZDWL� DQG� 0�� +�� .RVWHUV� �HGV��� 7UDGH� DQG� :DJHV�
/HYHOLQJ�:DJHV�'RZQ"��$(,�3UHVV��:DVKLQJWRQ��'&�

'H/RQJ�� -�� %�� ������� 5REEHU� %DURQV�� 8QLYHUVLW\� RI� &DOLIRUQLD� DW� %HUNHOH\�
%HUNHOH\��&$��DQG�1%(5��&DPEULGJH��0$�

'HLQLQJHU�� .��� DQG� /�� 6TXLUH� ������� 
$� 1HZ� 'DWD� 6HW� 0HDVXULQJ� ,QFRPH
,QHTXDOLW\
��:RUOG�%DQN�(FRQRPLF�5HYLHZ����������������

'HPLUJXF�.XQW��$���DQG�(��'HWUDJLDFKH�������� 
7KH�'HWHUPLQDQWV�RI�%DQNLQJ
&ULVHV�IURP�,QGXVWULDO�DQG�'HYHORSLQJ�&RXQWULHV
��:RUOG�%DQN�3ROLF\�5HVHDUFK
:RUNLQJ�3DSHUV�������:RUOG�%DQN��:DVKLQJWRQ��'&�

(LFKHQJUHHQ��%���������
,QVWLWXWLRQV�DQG�(FRQRPLF�*URZWK��(XURSH�DIWHU�:RUOG
:DU�,,
��LQ�1��&UDIWV�DQG�*��7RQLROR��HGV���(FRQRPLF�*URZWK�LQ�(XURSH�6LQFH
������&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH�

)UHHPDQ�� 5�� %�� ������� 
$UH� <RXU�:DJHV� %HLQJ� 6HW� LQ� %HLMLQJ"
�� -RXUQDO� RI
(FRQRPLF�3HUVSHFWLYHV��������������

��������������DQG�/��.DW]� ������� 
5LVLQJ�:DJH�,QHTXDOLW\�� WKH�8QLWHG�6WDWHV�YHUVXV
2WKHU�$GYDQFHG�&RXQWULHV
�� LQ�5��%��)UHHPDQ��HG����:RUNLQJ�8QGHU�'LIIHUHQW
5XOHV��5XVVHOO�6DJH�)RXQGDWLRQ��1HZ�<RUN�
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��������������DQG� /�� .DW]� ������� 'LIIHUHQFHV� DQG� &KDQJHV� LQ� :DJH�6WUXFWXUH�
8QLYHUVLW\�RI�&KLFDJR�3UHVV��&KLFDJR�

*DOEUDLWK��-��.���������&UHDWHG�8QHTXDO��7KH�&ULVLV�LQ�$PHULFDQ�3D\��7KH�)UHH
3UHVV��1HZ�<RUN�

*O\Q��$���$��+XJKHV��$��/LSLHW]��DQG�$��6LQJK��������
7KH�5LVH�DQG�)DOO�RI�WKH
*ROGHQ�$JH
��LQ�6��0DUJOLQ�DQG�-��6FKRU��HGV���7KH�*ROGHQ�$JH�RI�&DSLWDOLVP�
5HLQWHUSUHWDWLRQ�RI�3RVWZDU�([SHULHQFH��&ODUHQGRQ�3UHVV��2[IRUG�

*RWWVFKDON�� 3��� DQG� 7�� 6PHHGLQJ� ������� 
&URVV� 1DWLRQDO� &RPSDULVRQV� RI
(DUQLQJV�DQG�,QFRPH�,QHTXDOLW\
��-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH�������������
���

+DUULVRQ�� %��� DQG� %�� %OXHVWRQH� ������� 
:DJH� 3RODULVDWLRQ� LQ� WKH�86� DQG� WKH
)OH[LELOLW\�RI�'HEDWH��&DPEULGJH�-RXUQDO�RI�(FRQRPLFV������������

+RZHV�� &��� DQG� $�� 6LQJK� ������� &RPSHWLWLYHQHVV� 0DWWHUV�� ,QGXVWU\� DQG
(FRQRPLF�3HUIRUPDQFH�LQ�WKH�86��8QLYHUVLW\�RI�0LFKLJDQ�3UHVV��$QQ�$UERU�

,0)��������
&DSLWDO�$FFRXQW�/LEHUDOL]DWLRQ��7KHRUHWLFDO�DQG�3UDFWLFDO�$VSHFWV�
,0)�2FFDVLRQDO�3DSHU������,0)��:DVKLQJWRQ��'&�

.DOGRU��1���������
7KH�(IIHFWV�RI�'HYDOXDWLRQ�RQ�7UDGH�LQ�0DQXIDFWXUHV
��LQ�1�

.DOGRU��HG����)XUWKHU�(VVD\V�RQ�$SSOLHG�(FRQRPLFV��'XFNZRUWK��/RQGRQ�

.DW]�� /�� ������� 
7HFKQRORJ\�� &KDQJH�� &RPSXWHUL]DWLRQ� DQG� WKH� :DJH
6WUXFWXUH
�� SDSHU� SUHSDUHG� IRU� WKH� FRQIHUHQFH� RQ� 8QGHUVWDQGLQJ� WKH� 'LJLWDO
(FRQRP\��'DWD��7RROV�DQG�5HVHDUFK��:DVKLQJWRQ�'&��������0D\������

.KDQ��$���DQG�&��5LVNLQ� ������� 
,QFRPH�'LVWULEXWLRQ�DQG�3RYHUW\� LQ�&KLQD� LQ
WKH�(UD�RI�*OREDOL]DWLRQ
��GUDIW��

.LQGOHEXUJHU�� &�� 3�� ������� 
:K\� GLG� WKH� *ROGHQ�$JH� /DVW� 6R� /RQJ"
�� LQ� $�
&DLUQFURVV�DQG�)��&DLUQFURVV��HGV���7KH�/HJDF\�RI�WKH�*ROGHQ�$JH��7KH�����V
DQG�WKHLU�(FRQRPLF�&RQVHTXHQFHV��5RXWOHGJH��/RQGRQ�

.LWVRQ��0���DQG�-��0LFKLH�������� 
%ULWDLQ
V�,QGXVWULDO�3HUIRUPDQFH�VLQFH������
8QGHULQYHVWPHQW�DQG�5HODWLYH�'HFOLQH
��(FRQRPLF�-RXUQDO������-DQXDU\�������
����

.UXJPDQ�� 3�� ������� 3DVW� DQG� 3URVSHFWLYH� &DXVHV� RI� +LJK� 8QHPSOR\PHQW�
5HGXFLQJ�8QHPSOR\PHQW��&XUUHQW�,VVXHV�DQG�3ROLF\�2SWLRQV��)HGHUDO�5HVHUYH
%DQN�RI�.DQVDV��.DQVDV�&LW\�

������������������� 
7HFKQRORJ\�� 7UDGH� DQG� )DFWRU� 3ULFHV
�� 1%(5� :RUNLQJ� 3DSHU
������1%(5��&DPEULGJH��0$�
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������������������� 
7HFKQRORJ\��7UDGH� DQG�)DFWRU�3ULFHV
�� -RXUQDO� RI� ,QWHUQDWLRQDO
(FRQRPLFV������������������

/DZUHQFH�� 5��� DQG� 0�� 6ODXJKWHU� ������� 
,QWHUQDWLRQDO� 7UDGH� DQG� $PHULFDQ
:DJHV� LQ� WKH� ����V�� *LDQW� 6XFNLQJ� 6RXQG� RU� 6PDOO� +LFFXS"
�� %URRNLQJV
3DSHUV�RQ�(FRQRPLF�$FWLYLW\��0LFURHFRQRPLFV������������

/HDPHU��(���������
:KDW
V�WKH�8VH�RI�)DFWRU�&RQWHQWV"
��1%(5�:RUNLQJ�3DSHU
������1%(5��&DPEULGJH��0$�

������������������� 
,Q�6HDUFK�RI�6WROSHU�6DPXHOVRQ�/LQNDJHV�EHWZHHQ�,QWHUQDWLRQDO
7UDGH� DQG� /RZHU� :DJHV
�� LQ� 6�� &ROOLQV� �HG���� ,PSRUWV�� ([SRUWV� DQG� WKH
$PHULFDQ�:RUNHU��%URRNLQJV�,QVWLWXWLRQDO�3UHVV��:DVKLQJWRQ��'&�

������������������� 
:KDW
V� WKH� 8VH� RI� )DFWRU� &RQWHQWV"
�� -RXUQDO� RI� ,QWHUQDWLRQDO
(FRQRPLFV��������

��������������DQG�-��/HYLQVRQ�������� 
,QWHUQDWLRQDO�7UDGH�7KHRU\��7KH�(YLGHQFH
�� LQ
5��:��-RQHV�DQG�3��%��.HQHQ��HGV���+DQGERRN�RI�,QWHUQDWLRQDO�(FRQRPLFV�9RO�
���(OVHYLHU�3XEOLVKHUV��$PVWHUGDP�

/L��+���/��6TXLUH��DQG�+�)��=RX��������
([SODLQLQJ�,QWHUQDWLRQDO�,QHTXDOLW\�DQG
,QWHUWHPSRUDO�9DULDWLRQV�LQ�,QFRPH�,QHTXDOLW\
��(FRQRPLF�-RXUQDO������������

/XVWLJ��1�� ������� 
)URP� 6WUXFWXUDOLVP� WR�1HRVWUXFWXUDOLVP�� 7KH� 6HDUFK� IRU� D
+HWHURGR[� 3DUDGLJP
�� LQ� 3DWULFLR� 0HOOHU� �HG���� 7KH� /DWLQ� $PHULFDQ
'HYHORSPHQW�'HEDWH��:HVWYLHZ��%RXOGHU��&2�

0F)DLO�� )�� ������� 
:KDW� &DXVHG� (DUQLQJ� ,QHTXDOLW\� WR� ,QFUHDVH� LQ� &DQDGD
GXULQJ�WKH�����V"
��&DPEULGJH�-RXUQDO�RI�(FRQRPLFV����������������

0LOEHUJ��:�� �������7KH�5HYLYDO�RI�7UDGH�DQG�*URZWK�7KHRULHV�� ,PSOLFDWLRQV
IRU� ,QFRPH� ,QHTXDOLW\� LQ� 'HYHORSLQJ� &RXQWULHV�� 'HSDUWPHQW� RI� (FRQRPLFV�
1HZ�6FKRRO��1HZ�<RUN�

2FDPSR�� -��� DQG� /�� 7D\ORU� ������� 
7UDGH� /LEHUDOL]DWLRQ� LQ� 'HYHORSLQJ
(FRQRPLHV��0RGHVW� %HQHILWV� EXW� 3UREOHPV�ZLWK� 3URGXFWLYLW\� *URZWK��0DFUR
3ULFHV�DQG�,QFRPH�'LVWULEXWLRQ
��(FRQRPLF�-RXUQDO��������������

2(&'������D��+LVWRULFDO�6WDWLVWLFV��2(&'��3DULV�

�����������������E�� 7KH� 2(&'� -REV� 6WXG\�� ,PSOHPHQWLQJ� WKH� 6WUDWHJ\�� 2(&'�
3DULV�

�������������������(PSOR\PHQW�2XWORRN��2(&'��3DULV�

3LHSHU�� 8�� ������� 2SHQQHVV� DQG� 6WUXFWXUDO� '\QDPLFV� RI� 3URGXFWLYLW\� DQG
(PSOR\PHQW� LQ� 'HYHORSLQJ� &RXQWULHV�� $� &DVH� RI� 'HLQGXVWULDOL]DWLRQ"
�
'HSDUWPHQW�RI�(FRQRPLFV��1HZ�6FKRRO��1HZ�<RUN�
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5RGULJXH]��)��� DQG�'��5RGULN� ������� 
7UDGH�3ROLF\� DQG�(FRQRPLF�*URZWK��$
6NHSWLF
V�*XLGH�WR� WKH�&URVV�1DWLRQDO�(YLGHQFH
��1%(5�:RUNLQJ�3DSHU������
1%(5��&DPEULGJH��0$�

5RZWKRUQ��5���DQG�5��5DPDVZDP\�������� 
'HLQGXVWULDOL]DWLRQ±,WV�&DXVHV�DQG
&RQVHTXHQFHV
��(FRQRPLF�,VVXHV�6HULHV�1R������,0)��:DVKLQJWRQ��'&�

��������������DQG�������������� ������� 
*URZWK� 7UDGH�� DQG�'HLQGXVWULDOL]DWLRQ
�� ,0)� 6WDII
3DSHUV���������������

6DFKV�� -��� DQG� +�� 6KDW]� ������� 
7UDGH� DQG� -REV� LQ� 86� 0DQXIDFWXULQJ
�
%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\���������

��������������DQG�$��:DUQHU� ������� 
(FRQRPLF�5HIRUPV�DQG� WKH�3URFHVV�RI�*OREDO
LQWHJUDWLRQ
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\����������

6LPRQ��+��$���������
7KH�&RPSHQVDWLRQ�RI�([HFXWLYHV
��6RFLRPHWU\�

6LQJK��$���������
0DQXIDFWXULQJ�DQG�'HLQGXVWULDOL]DWLRQ
��7KH�1HZ�3DOJUDYH��$
'LFWLRQDU\�RI�(FRQRPLFV��0DFPLOODQ��/RQGRQ�

������������������� 
7KLUG�:RUOG� &RPSHWLWLRQ� DQG� 'HLQGXVWULDOL]DWLRQ� LQ� DGYDQFHG
&RXQWULHV
��&DPEULGJH�-RXUQDO�RI�(FRQRPLFV��0DUFK���������$OVR�UHSXEOLVKHG
LQ� 7�� /DZVRQ�� -�� *�� 3DOPD�� DQG� -�� 6HQGHU� �HGV��� �������� .DOGRU
V� 3ROLWLFDO
(FRQRP\��$FDGHPLF�3UHVV��/RQGRQ�

������������������� 
,QVWLWXWLRQDO� 5HTXLUHPHQWV� IRU� )XOO� (PSOR\PHQW� LQ� $GYDQFHG
(FRQRPLHV
��,QWHUQDWLRQDO�/DERXU�5HYLHZ�������±���
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