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$EVWUDFW
7KH� SDSHU� H[DPLQHV� WKH� HYLGHQFH� IRU� YDULRXV� H[SODQDWLRQV� XVXDOO\� RIIHUHG� IRU� WKH
GLIIHUHQFHV� LQ� IHUWLOLW\� EHKDYLRXU� DFURVV� UHJLRQV� DQG� RYHU� WLPH� LQ� ,QGLD�� )HPDOH
HGXFDWLRQ� KDV� EHHQ� IRXQG� LQ� RWKHU� UHVHDUFK� WR� EH� WKH� VLQJOH� PRVW� LPSRUWDQW� IDFWRU
GULYLQJ�WKH�IDOO�LQ�IHUWLOLW\��EXW�WKHUH�DUH�ZLGH�GLIIHUHQFHV�LQ�WKH�OHYHO�DQG�SDFH�RI�GHFOLQH
RI�IHUWLOLW\�DW�WKH�VDPH�HGXFDWLRQDO�OHYHO�LQ�GLIIHUHQW�VWDWHV��7KH�VWXG\�PDNHV�XVH�RI�WZR
GDWD�VHWV��RQH�GHULYLQJ� IURP�WKH�1DWLRQDO�6DPSOH�6XUYH\�DQG� WKH�6DPSOH�5HJLVWUDWLRQ
6\VWHP�� WKH� RWKHU� XVLQJ� FXOWXUDO� FKDUDFWHULVWLFV� IURP� WKH� $QWKURSRORJLFDO� 6XUYH\� RI
,QGLD�� ,W� H[DPLQHV� WKH� SURSRVLWLRQ� WKDW� GLIIHUHQFHV� LQ� FXOWXUDO� QRUPV� DIIHFW� IHUWLOLW\
EHKDYLRXU�DQG�WKDW�WKHVH�HIIHFWV�RSHUDWH�LQ�FRXQWHU�LQWXLWLYH�ZD\V�WKURXJK�WKHLU� LPSDFW
RQ� RWKHU� HFRQRPLF� YDULDEOHV��7KH� UHVXOWV� RIIHU� VWURQJ� VXSSRUW� IRU� WKLV� K\SRWKHVLV� DQG
VXJJHVW�WKDW�WKH�HIIHFWV�RI�WKH�XVXDO�YDULDEOHV�OLNH�LQFRPH�DQG�KXPDQ�FDSLWDO�LQYHVWPHQW
DUH�PHGLDWHG�WKURXJK�WKH�GLIIHUHQFHV�LQ�FXOWXUDO� WUDLWV�DFURVV� ,QGLDQ�VWDWHV��)LQDOO\�� WKH
UHVXOWV� DUH� XVHG� WR� FRQGXFW� D� VLPXODWLRQ� H[HUFLVH� ZKLFK� H[DPLQHV� ZKDW� WKH
FRXQWHUIDFWXDO� LQFUHDVH� LQ� WKH� WRWDO� IHUWLOLW\�UDWH�ZRXOG�EH� LI� WKH�GLIIHUHQW� UHJLRQV�ZHUH
HQGRZHG�ZLWK�WKH�PHDQ�OHYHO�RI�OLWHUDF\�RU�FRQVXPSWLRQ�RU�FXOWXUDO�WUDLWV��7KH�H[HUFLVH
GHPRQVWUDWHV� WKDW� LI� WKH�QRUWK�KDG� WKH�PHDQ� OHYHO�RI� FXOWXUDO� WUDLWV�� WRWDO� IHUWLOLW\� UDWHV
ZRXOG�EH���SHU�FHQW�ORZHU�WKDQ�WKH\�DUH�WRGD\��ZKLOH�LI�WKH�VRXWK�KDG�EHHQ�KHOG�WR�WKH
GRPLQDQW�QRUPV�RI�WKH�FRXQWU\�DW�ODUJH��IHUWLOLW\�UDWHV�ZRXOG�EH����SHU�FHQW�KLJKHU�WKDQ
WKH\�DUH��,W�LV�VWULNLQJ�WKDW�OLWHUDF\�KDV�D�ORZ�LPSDFW�RQ�IHUWLOLW\�RXWFRPHV�UHODWLYH�WR�WKH
LPSRUWDQFH�RI�ERWK�FXOWXUDO�WUDLWV�DQG�OHYHOV�RI�FRQVXPSWLRQ�

.H\ZRUGV��IHUWLOLW\��FXOWXUDO�QRUPV

-(/�FODVVLILFDWLRQ��-����2��



$FNQRZOHGJHPHQWV

7KLV� UHVHDUFK�ZDV� VXSSRUWHG� E\� D� JUDQW� IURP� WKH�:HOOFRPH� )RXQGDWLRQ� �*$�������
DQG� ZDV� SXUVXHG� ZKLOH� RQ� D� VDEEDWLFDO� DW� WKH� :RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW
(FRQRPLFV�5HVHDUFK��RI�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\���+HOVLQNL��DV�D�FRQWULEXWLRQ�WR
WKHLU�UHVHDUFK�SURJUDPPH�µ,QVXUDQFH�DJDLQVW�3RYHUW\¶�

,�ZRXOG�OLNH�WR�WKDQN�0U�6XUHVK�3DWLO�DW�WKH�$QWKURSRORJLFDO�6XUYH\�RI�,QGLD��0\VRUH�
IRU�KLV�KHOS�ZLWK�WKH�GDWD�RQ�FXOWXUDO�WUDLWV�
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� ,QWURGXFWLRQ

7KH�QRWLRQ�WKDW�FXOWXUDO�QRUPV�PDWWHU�LQ�H[SODLQLQJ�GLIIHUHQFHV�LQ�IHUWLOLW\�DFURVV�UHJLRQV
KDV� EHHQ� RIWHQ� DGYDQFHG� EXW� KDV� UDUHO\� EHHQ� WKH� VXEMHFW� RI� HFRQRPHWULF� WHVWV�
$QWKURSRORJLVWV� DQG� VRFLDO� GHPRJUDSKHUV1� KDYH� QRWHG� WKH� YDULDWLRQ� LQ� PDUULDJH� DQG
NLQVKLS� V\VWHPV� DQG� KDYH� UHPDUNHG� RQ� LWV� UHODWLRQVKLS� WR� GHFLVLRQ�PDNLQJ� ZLWKLQ
KRXVHKROGV�� :KLOH� WKLV� LQ� WXUQ� LV� WKH� VXEMHFW� RI� GHEDWH� EHWZHHQ� HFRQRPLVWV�� IRUPDO
VWDWLVWLFDO� WHVWV� RI� WKH� K\SRWKHVLV� WKDW� FXOWXUDO� QRUPV� PDWWHU� LQ� GHWHUPLQLQJ� IHUWLOLW\
EHKDYLRXU�GR�QRW�H[LVW�

,QGLD�RIIHUV�D�WHVWLQJ�JURXQG�IRU�WKLV�K\SRWKHVLV��1RW�RQO\�GR�FXOWXUDO�WUDLWV�YDU\�DFURVV
,QGLD�EXW�VR�GRHV�IHUWLOLW\�EHKDYLRXU��)XUWKHUPRUH��FKDQJHV�DFURVV�WLPH�LQ�IHUWLOLW\�KDYH
VHHPHG� WR� IROORZ�GLIIHUHQW� SDWKV� LQ� WKH� YDULRXV� VWDWHV� RI� ,QGLD��7DEOH� �� JLYHV� IHUWLOLW\
UDWHV��LQIDQW�PRUWDOLW\�DQG�IHPDOH�OLWHUDF\�LQ������DQG�������7KHUH�DUH�FOHDU�GLIIHUHQFHV
EHWZHHQ� WKH� QRUWKHUQ� UHJLRQV� �QRUWK�� %LPDUX�� DQG� WKH� VRXWK� LQ� IHUWLOLW\�� PXFK� RI� WKH
VRXWK� LV� DSSURDFKLQJ� UHSODFHPHQW�OHYHO� IHUWLOLW\� DQG� VRPH� VWDWHV� OLNH� .HUDOD� KDYH
DOUHDG\�DFKLHYHG�LW��7KHUH�DUH�GHFOLQHV�LQ�WKH�QRUWK��LQ�WKH�3XQMDE�EXW�LQ�RWKHU�VWDWHV�VXFK
DV�%LKDU��WKHUH�KDV�EHHQ�KDUGO\�DQ\�GHFOLQH�DW�DOO��7DEOH���DOVR�SUHVHQWV�D�FRPSDULVRQ�RI
FKDQJHV� LQ� IHUWLOLW\� UDWHV� RYHU� WZR� GHFDGHV�� WKH� ����V� DQG� WKH� ����V� LQ� ,QGLD� LQ
FRPSDULVRQ�WR�FKDQJHV�LQ�LQIDQW�PRUWDOLW\�DQG�IHPDOH�OLWHUDF\�RYHU�WKH�VDPH�SHULRG�

7DEOH� �� FRQILUPV� WKDW� WKH� SDWWHUQV� RI� GHFOLQH� LQ� IHUWLOLW\� H[KLELW� VLJQLILFDQW� YDULDWLRQV
DFURVV�WKH�PDMRU�VWDWHV�RI�,QGLD��7ZR�GLIIHUHQW�K\SRWKHVHV�DERXW�WKH�IHUWLOLW\� WUDQVLWLRQ
KDYH� EHHQ� DGYDQFHG�� WKH� ILUVW� VWUHVVHV� WKH� UROH� RI� IHPDOH� HGXFDWLRQ� LQ� DFKLHYLQJ� WKLV
RXWFRPH��'Uq]H�DQG�0XUWKL��������RIIHU�D�WHVW��ZKLFK�LV�EDVHG�RQ�FHQVXV�GDWD�DFURVV�WKH
GLVWULFWV�RI� ,QGLD�IRU������DQG�������DQG�SURYLGHV�VWURQJ�HYLGHQFH� WKDW�FRQWUROOLQJ� IRU
IL[HG�HIIHFWV�DQG�D�WLPH�WUHQG��IHPDOH�HGXFDWLRQ�LV�WKH�PRVW�LPSRUWDQW�IDFWRU�H[SODLQLQJ
IHUWLOLW\�GLIIHUHQFHV�DFURVV�UHJLRQV�DQG�RYHU�WLPH�

7KH�VHFRQG�K\SRWKHVLV�LV�WKDW��ZKLOH�ERWK�HFRQRPLF�JURZWK�DQG�IHPDOH�HGXFDWLRQ�SOD\�D
SDUW�� GLIIXVLRQ� RI� QHZ� NQRZOHGJH�� LGHDV� DQG� DVSLUDWLRQV� LQ� IRUPLQJ� UHSURGXFWLYH
EHKDYLRXU�PLJKW�PDWWHU�PRUH��,WV�DGKHUHQWV�FLWH��DV�SDUWLDO�HYLGHQFH��WKH�IDFW�WKDW�ZRPHQ
ZLWKRXW� HGXFDWLRQ� LQ� WKH� VRXWK� DUH� DOVR� H[SHULHQFLQJ�GHFOLQHV� LQ� IHUWLOLW\� FRPSDUHG� WR
VLPLODU�JURXSV�HOVHZKHUH�2

,Q�WKLV�SDSHU��,�DUJXH�WKDW�WKH�GLIIHUHQFH�EHWZHHQ�WKH�K\SRWKHVHV�LV�SHUKDSV�OHVV�PDUNHG
WKDQ�VXJJHVWHG��,W�LV�VWULNLQJ�WKDW�WKH�DGKHUHQWV�RI�WKH�µGLIIXVLRQ¶�K\SRWKHVLV�UHO\�RQ�GDWD
IURP� WKH� VRXWK� DQG� DJDLQ�� LW� LV� FOHDU� WKDW� UHJLRQDO� GLIIHUHQFHV� LQ� EHKDYLRXU� ZKHWKHU
EHWZHHQ�WKH�HGXFDWHG�DQG�XQHGXFDWHG�RU�EHWZHHQ�XUEDQ�DQG�UXUDO�SRSXODWLRQV�GRPLQDWH
WKH� HYLGHQFH�� ,Q� SDUWLFXODU�� WKH� IDFW� WKDW� PRVW� RI� WKH� GHFOLQH� LV� OHIW� XQH[SODLQHG�� DQG
DWWULEXWHG�WR�WKH�µEODFN�ER[¶�RI�IL[HG�HIIHFWV�DQG�WLPH�WUHQGV�VXJJHVWV�WKDW�WKH�UHDO�VWRU\
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1 %DVX��������������DQG�'DVJXSWD��������KDYH�SURYLGHG�VRPH�RI�WKH�PRVW�SHUVXDVLYH�HYLGHQFH�RQ�WKLV
VXEMHFW��'\VRQ�DQG�0RRUH��������SURYLGH�D�FDUHIXO�DQG�GHWDLOHG�DFFRXQW�RI�WKH�GLIIHUHQFHV�LQ�JHQGHU
UHODWLRQV�DFURVV�UHJLRQV�LQ�,QGLD�DQG�WKHLU�LPSDFW�RQ�GHPRJUDSKLF�RXWFRPHV�

2 $URNLDVDP\��&DVVHQ� DQG�0F1D\� �������SURYLGH� HYLGHQFH� IURP� WKH�1DWLRQDO� )DPLO\�+HDOWK� 6XUYH\
���������� WKDW� VWDWH�OHYHO� IHUWLOLW\� LQIOXHQFHV� LQGLYLGXDO� IHUWLOLW\� DV� GRHV� H[SRVXUH� WR� PHGLD�� 7KH
3ULQFHWRQ�VWXG\�RI�IHUWLOLW\�GHFOLQH�LQ�(XURSH� LQ�ZKLFK�IHUWLOLW\�FKDQJH�DSSHDUHG� WR�EH� LQIOXHQFHG�E\
WKH�EHKDYLRXU�RI�FRPPXQLWLHV�OLYLQJ�LQ�SUR[LPLW\�WR�HDFK�RWKHU�DOVR�RIIHUV�VXSSRUW�IRU�WKLV�K\SRWKHVLV�
$OVR�VHH�'DVJXSWD��������IRU�D�WKHRUHWLFDO�PRGHO�RI�KRZ�WKLV�PLJKW�FRPH�DERXW�
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OLHV�LQ�XQSDFNLQJ�WKHVH�HIIHFWV��:KDW�IROORZV�LV�DQ�DWWHPSW�WR�GR�VR��6R�ZK\�PLJKW�ZH
VHH�SHUVLVWHQW�GLIIHUHQFHV�LQ�IHUWLOLW\�DFURVV�UHJLRQV"

3HUKDSV�WKH�VLPSOHVW�H[SODQDWLRQ�LV�WKDW�IHUWLOLW\�UDWHV�GLIIHU�SHUVLVWHQWO\�DFURVV�UHJLRQV�
EHFDXVH�RI�WKH�FRQFHQWUDWLRQ�LQ�VRPH�UHJLRQV�RI�LQGLYLGXDOV�ZLWK�SHUVRQDO�FKDUDFWHULVWLFV
�SK\VLFDO� DQG� KXPDQ� FDSLWDO��� ZKLFK� LQKLELW� FKDQJH� LQ� IHUWLOLW\�� )RU� LQVWDQFH�� ZRPHQ
ZLWK�ORZ�HGXFDWLRQ�OHYHOV�PLJKW�EH�FRQFHQWUDWHG�LQ�WKH�VDPH�UHJLRQ��$�PHFKDQLVP�E\
ZKLFK�WKLV�PLJKW�RFFXU�LV�%HFNHU�HW�DO����������7KH\�H[DPLQH�D�PRGHO�LQ�ZKLFK�D�KLJK
VRFLHWDO� OHYHO� RI� KXPDQ� FDSLWDO� UDLVHV� WKH� UHWXUQ� WR� LQGLYLGXDO� LQYHVWPHQWV� LQ� KXPDQ
FDSLWDO��,Q�HFRQRPLHV�ZLWK�KLJK�OHYHOV�RI�KXPDQ�FDSLWDO��IDPLOLHV�ILQG�LW�RSWLPDO�WR�KDYH
IHZ� FKLOGUHQ� DQG� SURYLGH� HDFK� ZLWK� D� KLJK� OHYHO� RI� KXPDQ� FDSLWDO�� $OWHUQDWLYHO\�
VWDJQDWLRQ� LQ� ORFDO� JURZWK� PLJKW� DOVR� LQKLELW� WKH� ORZHULQJ� RI� IHUWLOLW\�� ,Q� DQRWKHU
H[DPSOH�� WKLV� WLPH� H[DPLQLQJ� WKH� HIIHFWV� RI� SK\VLFDO� FDSLWDO� DFFXPXODWLRQ��*DORU� DQG
:HLO��������GHVFULEH�D�PHFKDQLVP�ZKHUH�LQFUHDVHV�LQ�FDSLWDO�SHU�ZRUNHU�UDLVH�ZRPHQ¶V
UHODWLYH�ZDJHV��WKH\�DVVXPH�WKDW�FDSLWDO�LV�PRUH�FRPSOHPHQWDU\�WR�ZRPHQ¶V�ODERXU�WKDQ
WKDW� RI� PHQ��� 7KLV� LQ� WXUQ� ORZHUV� IHUWLOLW\� E\� UDLVLQJ� WKH� FRVW� RI� FKLOGUHQ� PRUH� WKDQ
KRXVHKROG� LQFRPH�� /RZHU� IHUWLOLW\� UDLVHV� FDSLWDO� SHU� ZRUNHU� DQG� WKLV� JHQHUDWHV� D
GHPRJUDSKLF�WUDQVLWLRQ�

Table 1
 Fertility, infant mortality and literacy

South West Bimaru North East

1971

4.5 5.4 6.5 6.4 5.3

27 26 10 20 18

Fertility

Female literacy

Infant mortality 102 133 158 91 130

1991

2.6 3.3 4.9 3.8 3.5

46 42 20 38 33

Fertility

Female literacy

Infant mortality 61 71 95 65 96

% change 1971-81

-19 -19 -11 -26 -20

35 44 45 43 30

Fertility

Female literacy

Infant mortality -24 -9 -2 -29 -20

% change 1981-91

-29 -20 -14 -20 -23

29 25 45 42 28

Fertility

Female literacy

Infant mortality -25 -18 -31 -33 -32

Data: Sample Registration System, Government of India and the Census of India. Fertility is the total
fertility rate, female literacy is the percentage of women that can read and write and infant mortality
is the number of children that die before their first birthday, per thousand children born alive.

Notes: South = Karnataka, Tamil Nadu, Kerala, Andhra Pradesh;

East = West-Bengal, Orissa, Assam;

Bimaru = Bihar, Madhya Pradesh, Rajasthan, Uttar Pradesh;

North = Haryana, Himachal Pradesh, Punjab;

West = Gujarat, Maharasthra.
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$�VHFRQG�SRVVLELOLW\� LV� WKDW� HQGRZPHQWV�RI� ORFDO�SXEOLF� JRRGV� �KHDOWK� DQG� HGXFDWLRQ�
DUH� YHU\� GLIIHUHQW� DFURVV� UHJLRQV²DQG� VWD\� VR� RYHU� WLPH�3� 7KHUH� DUH� D� QXPEHU� RI
PHFKDQLVPV� WKURXJK� ZKLFK� LQYHVWPHQW� LQ� ORFDO� SXEOLF� JRRGV� RU� DOWHUQDWLYHO\
WHFKQRORJLFDO�SURJUHVV�PLJKW�ORZHU�IHUWLOLW\��,Q�WKH�FDVH�RI�SXEOLF�KHDOWK��WKHUH�DUH�GLUHFW
HIIHFWV� WKURXJK� WKH� SURYLVLRQ� RI� FRQWUDFHSWLYHV� DQG� JHQHUDO� KHDOWK� FDUH�� EXW� VXFK
SURYLVLRQ�PD\�DOVR�UHGXFH�IHUWLOLW\�E\�ORZHULQJ�LQIDQW�DQG�FKLOG�PRUWDOLW\��,Q�VKRUW��WKH
SHUVLVWHQFH� RI� SRRU� ORFDO� DQG� LQGLYLGXDO� HQGRZPHQWV� DQG� SRRU� JURZWK� PLJKW� DOO
FRQWULEXWH�WR�NHHSLQJ�UHJLRQDO�IHUWLOLW\�KLJK�

7KH� SROLF\� FRQFOXVLRQV� DUH� FOHDU� DQG� XQFRQWURYHUVLDO�� &KDQJHV� LQ� HLWKHU� SROLF\� RU
LQGLYLGXDO� HQGRZPHQWV�ZLOO� FKDQJH� IHUWLOLW\� UDWHV�� ,QFUHDVHV� LQ� JURZWK�� LQYHVWPHQW� LQ
ORFDO�KHDOWK�DQG�HGXFDWLRQ�DQG�WKH�LPSURYHG�KHDOWK�DQG�KLJKHU�HGXFDWLRQ�RI�ZRPHQ��LQ
SDUWLFXODU��FRQWULEXWH�WR�ORZHULQJ�IHUWLOLW\�

+RZHYHU�� LI�� FRQWUROOLQJ� IRU� GLIIHUHQFHV� LQ� ERWK� ORFDO� DQG� LQGLYLGXDO� HQGRZPHQWV��ZH
VWLOO� GLVFRYHU� SHUVLVWHQW� GLIIHUHQFHV� LQ� IHUWLOLW\�� DV� GHPRQVWUDWHG� E\�'Uq]H� DQG�0XUWKL
DQG� RWKHUV�� WKHUH�PXVW� EH� RWKHU� FRQVWUDLQWV� WKDW�PDWWHU�� )HUWLOLW\� EHKDYLRXU� LV� D� VRFLDO
DIIDLU²DQG� FXOWXUDO� WUDLWV�� VSHFLILF� WR� FRPPXQLWLHV�ZLWKLQ� UHJLRQV�PD\� KDYH� D� UROH� LQ
GHWHUPLQLQJ�KRZ�IHUWLOLW\�HYROYHV�RYHU�WLPH��6R�GLIIHUHQFHV�LQ�LQLWLDO�FRQGLWLRQV��DULVLQJ
IURP� FRPPXQLW\�VWDWH�OHYHO� FXOWXUDO� QRUPV� PHDQ� WKDW� RWKHUZLVH� LGHQWLFDO� KRXVHKROGV
�LGHQWLFDO� LQ� SK\VLFDO� DQG� KXPDQ� FDSLWDO� DQG� ORFDO� HQGRZPHQWV�� VHH� SHUVLVWHQW
GLIIHUHQFHV� LQ� IHUWLOLW\� UDWHV� RYHU� WLPH�� )XUWKHUPRUH��ZKLOH� IHUWLOLW\� EHKDYLRXU� LV� LWVHOI
UHJXODWHG� E\� FXOWXUDO� QRUPV�� IDFWRUV� WKDW� DIIHFW� IHUWLOLW\� �OLNH� IHPDOH� HGXFDWLRQ� DQG
IHPDOH�ODERXU�IRUFH�SDUWLFLSDWLRQ��PLJKW�DOVR�EH�DIIHFWHG�E\�VXFK�QRUPV��)RU�LQVWDQFH��LW
KDV�EHHQ�VXJJHVWHG�WKDW�WKH�SUDFWLFH�RI�IHPDOH�VHFOXVLRQ�LQ�SDUWV�RI�WKH�QRUWK�KDV�PHDQW
WKDW� LQYHVWPHQW� LQ� HGXFDWLRQ� KDV� EHHQ� UHODWLYHO\� VORZ� DQG� HTXDOO\�� KDV� NHSW� IHPDOH
ODERXU�IRUFH� SDUWLFLSDWLRQ� DW� UHODWLYHO\� ORZ� OHYHOV�� 7KH� DUJXPHQW� KHUH� LV� WKDW� IHUWLOLW\
OHYHOV�LQ�VRPH�VWDWHV�DUH�OHVV�OLNHO\�WR�EH�DIIHFWHG�E\�LQFUHDVHV�LQ�IHPDOH�OLWHUDF\²DQG
WKDW�WKH�HIIHFWV�RI�SK\VLFDO�DQG�KXPDQ�FDSLWDO�HQGRZPHQWV��ERWK� ORFDO�DQG� LQGLYLGXDO�
DUH�PHGLDWHG�E\�FXOWXUDO� WUDLWV�� ,I�FXOWXUDO� WUDLWV�FDQ�EH� WKRXJKW�RI� DV� LQLWLDO�FRQGLWLRQV
WKDW�PHDQ�D�ORZHU�GHFOLQH�DW�JLYHQ�UDWH�RI�IHPDOH�OLWHUDF\�IRU�LQVWDQFH��WKH�DUJXPHQW�KHUH
LV� WKDW� WKH� LPSDFW� RI� LQFUHDVHV� LQ� LQFRPHV� DQG� LQFUHDVHV� LQ� OLWHUDF\� RQ� UHGXFWLRQV� LQ
IHUWLOLW\� UDWHV�� JLYHQ� FXOWXUDO� WUDLWV�� DOVR� GHSHQGV� RQ� WKH� WUDLWV�� ,Q� VKRUW�� WUDLWV� DIIHFW
IHUWLOLW\��QRW�PHUHO\�DGGLWLYHO\��EXW�DOVR�PXOWLSOLFDWLYHO\��WKURXJK�LQFUHDVHG�LQFRPHV�DQG
IHPDOH�OLWHUDF\�

&XOWXUDO� WUDLWV� UDQJH� IURP� LGHQWLILFDWLRQ� PDUNHUV� XVHG� E\� FRPPXQLWLHV� WR� GLVWLQJXLVK
WKHPVHOYHV�� WR� VRFLDO� DQG� FXOWXUDO� GLIIHUHQWLDWRUV� �VXFK� DV� FDVWH� DQG� RFFXSDWLRQ��� DQG
LQFOXGH� PDUULDJH� UXOHV�� V\PEROV� DQG� SD\PHQWV�� UXOHV� RI� LQKHULWDQFH� DQG� VXFFHVVLRQ�
ULWXDOV�LQ�ELUWK��GHDWK�DQG�PDUULDJH�DQG�PHFKDQLVPV�RI�VRFLDO�FRQWURO��7KLV�VWXG\�UHOLHV
RQ� GDWD� RQ� FXOWXUDO� WUDLWV� FROOHFWHG� E\� 7KH� $QWKURSRORJLFDO� 6XUYH\� RI� ,QGLD� IRU� WKH
GLIIHUHQW� FRPPXQLWLHV� LQ� ,QGLD� ZKLFK� ZHUH� WKHQ� UHSRUWHG� DV� DQ� DYHUDJH� DFURVV
FRPPXQLWLHV� DW� WKH� OHYHO� RI� WKH� VWDWH�4� 0RUH� GHWDLOV� DERXW� WKH� GDWD� DUH� SURYLGHG� LQ

������������������������������������������������

3 %HVOH\�DQG�%XUJHVV� ������� ILQG� WKDW�SXEOLF� IRRG�GLVWULEXWLRQ� LQ� ,QGLD� LV� JUHDWHU�ZKHUH�JRYHUQPHQWV
IDFH�KLJKHU�HOHFWRUDO�DFFRXQWDELOLW\�DQG�ZKHUH�ORFDO�PHGLD�H[SRVXUH�LV�KLJK�

4 ,Q� WKLV� SDSHU�� ,� XVH� WKH� WHUP� µWUDLWV¶� WR� GHVFULEH� WKH� UHOHYDQW� VRFLDO� DQG� FXOWXUDO� FKDUDFWHULVWLFV� RI� D
FRPPXQLW\��PDLQO\�EHFDXVH�WKH�$QWKURSRORJLFDO�6XUYH\�RI�,QGLD�XVHV�WKLV�WHUP�
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6HFWLRQ����7KHVH�GDWD�DOORZ�WKH�FRQVWUXFWLRQ�RI�PHDVXUHV�RI�FXOWXUDO�YDULDWLRQ�WKDW�PLJKW
VHQVLEO\�EH�WKRXJKW�RI�DV�DIIHFWLQJ�RU�UHJXODWLQJ�IHUWLOLW\�EHKDYLRXU�

7KHUH� LV� QR� LQWHQWLRQ� KHUH� WR� VXJJHVW� D� VLPSOH� FDXVDO� OLQN� EHWZHHQ� HQWLUH� DVSHFWV� RI
VRFLDO� RUJDQL]DWLRQ� DQG� VRFLRHFRQRPLF� RXWFRPHV� EXW� OHVV� FRQWURYHUVLDOO\�� WR� H[SORUH
WKRVH�DVSHFWV�RI�FXOWXUDO�RUJDQL]DWLRQ�WKDW�DUH�FRUUHODWHG�ZLWK�VXFK�RXWFRPHV��+RZHYHU�
WKHUH�LV�D�FRQVLGHUDEOH�OLWHUDWXUH��ZKLFK�KDV�WDNHQ�D�FRQWUDU\�YLHZ�DQG�KDV�DUJXHG� WKDW
HVWDEOLVKHG�FXVWRPV�DUH�D�EUDNH�RQ�LQQRYDWLRQ�DQG�SURJUHVV��)RU�LQVWDQFH��:HEHU�������
JHQHUDWHG�D�JUHDW�GHDO�RI�FRQWURYHUV\�ZLWK�WKH�VXJJHVWLRQ�WKDW�+LQGX�FXOWXUH�DQG�FDVWH�
RUJDQL]DWLRQ� KDYH�KDG� D� GDPSHQLQJ� HIIHFW� RQ� HFRQRPLF� GHYHORSPHQW�5�&RQWHPSRUDU\
DFFRXQWV� VXFK� DV� /DQGHV� ������� DQG� 'LDPRQG� ������� RIIHU� VRSKLVWLFDWHG� UHDGLQJV� RI
GLIIHUHQFHV� LQ� RXWFRPHV� DQG� DLP� WR� H[SODLQ� WKH� HYROXWLRQ� RI� FXOWXUDO� EHOLHIV� DQG
LQVWLWXWLRQV� E\� DSSHDOLQJ� WR� PRUH� EDVLF� GLIIHUHQFHV� LQ� HFRORJLFDO� V\VWHPV� DQG� WKHLU
LQWHUDFWLRQ�ZLWK�EHOLHIV��+RZHYHU�� WKH�WKHVLV�SXUVXHG�KHUH� LV� WKDW�RYHU�D�VKRUW�KRUL]RQ�
FXOWXUDO� WUDLWV� FDQ� EH� WUHDWHG� DV� SULPLWLYHV� LQ� WKHLU� HIIHFW� RQ� UHJXODWLQJ� RU� RWKHUZLVH
DIIHFWLQJ�HFRQRPLF�EHKDYLRXU��)XUWKHUPRUH�LW�LV�SODXVLEOH�WKDW�HYHQ�LI�FXOWXUDO�WUDLWV�DUH
QRW� VXEMHFW� WR� FKDQJH� RYHU� WKH� VKRUW� UXQ�� VR� WKDW� VXFK� WUDLWV� DUH� KHOG� FRQVWDQW�� WKHLU
HIIHFWV��PHGLDWHG�WKURXJK�FKDQJHV�LQ�WKH�HFRQRPLF�HQYLURQPHQW��FKDQJH�RYHU�WLPH��7KH
SXUSRVH�KHUH�LV�WR�XVH�D�VXEVHW�RI�VXFK�FXOWXUDO�WUDLWV�WKDW�PLJKW�EH�DUJXHG�WR�ERWK�VHUYH
DV�WUDGLWLRQDO�PDUNV�RI�GLIIHUHQFH�EHWZHHQ�FRPPXQLWLHV�DFURVV�,QGLDQ�VWDWHV�DQG�PLJKW
EH�WKRXJKW�WR�UHJXODWH�IHUWLOLW\�EHKDYLRXU�

7KH�QH[W�VHFWLRQ�SURYLGHV�D�GHWDLOHG�GLVFXVVLRQ�RI� WKH�SDUW� WKDW�GLIIHUHQW�FXOWXUDO� WUDLWV
DQG� WKHLU� YDULDWLRQ� DFURVV� ,QGLDQ� FRPPXQLWLHV� PLJKW� SOD\� LQ� DIIHFWLQJ� UHSURGXFWLYH
EHKDYLRXU��6HFWLRQ���SUHVHQWV� D� VLPSOH�PRGHO� RI� KRZ� FXOWXUDO� QRUPV�PLJKW� DIIHFW� WKH
GHPDQG�IRU�FKLOGUHQ�DQG�LQYHVWPHQW�LQ�WKHP��7KH�PRGHO�FRQFHQWUDWHV�RQ�WZR�SDUWLFXODU
FXOWXUDO� WUDLWV�� IHPDOH� VHFOXVLRQ� DQG� SDWULORFDO� H[RJDP\�� WRJHWKHU� ZLWK� SD\PHQWV� RI
GRZULHV� IRU� JLUOV�� WR� FKDUDFWHUL]H� SRVVLEOH� HIIHFWV� RQ� WKH� GHPDQG� IRU� FKLOGUHQ��7KLV� LV
IROORZHG�E\� D� GLVFXVVLRQ�RI� WKH� GDWD� DQG� VRPH� VXPPDU\� HYLGHQFH� LQ� VHFWLRQ� �� DQG� D
GLVFXVVLRQ�RI�WKH�HFRQRPHWULF�PRGHO�DQG�WKH�UHVXOWV�LQ�VHFWLRQ����7KH�UHVXOWV�FDQ�DOVR�EH
XVHG�WR�GHFRPSRVH�WKH�GLIIHUHQFHV�LQ�IHUWLOLW\�DQG�DVN�KRZ�PXFK�FDQ�EH�DFFRXQWHG�IRU
E\� WKH�XVXDO� VXVSHFWV� RI� IHPDOH� OLWHUDF\� DQG� LQFRPHV� LQ� FRQWUDVW� WR� WKH� GLIIHUHQFHV� LQ
FXOWXUDO�WUDLWV�

� :K\�PLJKW�FXOWXUDO�WUDLWV�DIIHFW�IHUWLOLW\�UDWHV"

)HUWLOLW\�LV�FOHDUO\�DQ�REMHFW�RI�KRXVHKROG�UHJXODWLRQ�DQG�LV�UHVSRQVLYH�WR�WKH�FRVWV�DQG
LQFHQWLYHV� IDFHG� E\� KRXVHKROGV�� 6LQFH� WKH� FRVWV� RI� SUHJQDQF\� DQG� FKLOG�UHDULQJ� DUH
ERUQH�E\�WKH�PRWKHU��KHU�DELOLW\�WR�UHVSRQG�WR�LQFHQWLYHV�DQG�UHJXODWH�KHU�IHUWLOLW\�PDWWHU�
,Q� WKLV� VHFWLRQ�� ,� UHYLHZ� VRPH� FXOWXUDO� WUDLWV� WKDW� DUH� OLNHO\� WR� DIIHFW� WKH� FRVWV� DQG
LQFHQWLYHV� IDFHG� E\� KRXVHKROGV� DQG� LWV� PHPEHUV�� DQG� LQ� WKLV� ZD\� PD\� ZHOO� DIIHFW
IHUWLOLW\��0RUH�VSHFLILFDOO\��,�H[DPLQH�FXOWXUDO�WUDLWV�WKDW�KDYH�D�EHDULQJ�RQ�ZHOO�NQRZQ

������������������������������������������������

� :HEHU¶V� YLHZV� KDYH� EHHQ� UH�HFKRHG� LQ� ODWHU� GLVFXVVLRQV� DQG� D� VXPPDU\� RI� FDQ� EH� IRXQG� LQ
0DQGHOEDXP���������$OVR�VHH�0\UGDO¶V��������GLVFXVVLRQ�RI� WKH� LPSULQW�RI� WKH�FDVWH�V\VWHP�RQ� WKH
PRWLYDWLRQ�WR�ZRUN��8QGHUO\LQJ�WKHVH�DUJXPHQWV�LV�WKH�LPSRUWDQW�LVVXH�RI�WKH�H[WHQW�WR�ZKLFK�FXOWXUDO
YDOXHV�VKDSH�WKH�GHYHORSPHQW�RI�VRFLDO�LQVWLWXWLRQV�RU�KDYH�D�GLUHFW�IXQFWLRQ�LQ�UHJXODWLQJ�EHKDYLRXU
EXW�KDYH�EHFRPH�LQHIIHFWLYH�RU�G\VIXQFWLRQDO�RYHU�WLPH�
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UHDVRQV�IRU�ORZHU�IHUWLOLW\��VXFK�DV�IHPDOH�DXWRQRP\��JHQGHU�HTXDOLW\��ROG�DJH�VHFXULW\
DQG�PXWXDO�LQVXUDQFH�

,Q�KRXVHKROGV�ZKHUH�WKHUH�LV�D�FRQIOLFW�RI�LQWHUHVW�LQ�WKLV�EHWZHHQ�VH[HV�DQG�LQ�VRFLHWLHV
ZKHUH�ZRPHQ�KDYH�OLWWOH�DXWRQRP\��LW�IROORZV�WKDW�IHUWLOLW\�PD\�ZHOO�EH�KLJKHU�WKDQ�WKDW
GHVLUHG�E\�WKH�ZLIH�� ,I�� IRU�LQVWDQFH��RQH�FRQFHLYHV�RI� WKH�KRXVHKROG�DV�JRYHUQHG�E\�D
GLFWDWRULDO�SDWULDUFK��DQG�HYHQ�LI�ZRPHQ¶V�ZHOIDUH�LV�WDNHQ�LQWR�DFFRXQW��LW�PD\�ZHOO�EH
WKH�FDVH� WKDW� WKH�ZHLJKWV� DZDUGHG� WR� WKH�ZRPDQ� DUH� UHODWLYHO\� ORZ�ZKHUH� KHU� RXWVLGH
RSWLRQV�DUH�SRRU�DQG�VKH�KDV�OLWWOH�YRLFH�LQ�WKH�KRXVHKROG��+HQFH�WKH�FRVWV�WR�KHU�ZHOO�
EHLQJ� RI� KLJKHU� IHUWLOLW\� PD\� W\SLFDOO\� QRW� EH� WDNHQ� LQWR� DFFRXQW�6� 7KHUH� LV� D
FRQVLGHUDEOH� OLWHUDWXUH� RQ� ZKDW� FRQVWLWXWHV� IHPDOH� DXWRQRP\� DQG� KRZ� LW� PLJKW� EH
PHDVXUHG��7KH�PHDVXUHV�UDQJH�IURP�DXWRQRP\�LQ�GRPHVWLF�GHFLVLRQ�PDNLQJ��DELOLW\�WR
ZRUN�RXWVLGH�WKH�KRXVHKROG��IUHHGRP�IURP�VRFLDO�VHFOXVLRQ��WR�PHDVXUHV�RI�OLWHUDF\�DQG
QXPHUDF\��7KHUH�LV�HYLGHQFH�WKDW� WKHUH�DUH�VXEVWDQWLDO�GLIIHUHQFHV� LQ�IHPDOH�DXWRQRP\
DFURVV�,QGLD��'\VRQ�DQG�0RRUH���������IRU�LQVWDQFH��DUJXH�WKDW�VXFK�GLIIHUHQFHV�XQGHUOLH
UHJLRQDO� GLIIHUHQFHV� LQ� LQIDQW�PRUWDOLW\� E\� VH[�� 3UDFWLFHV� VXFK� DV�SXUGDK��ZKLFK� NHHS
ZRPHQ� VHFOXGHG� IURP� WKH� PDOH� H\H� DQG� KHQFH� OLPLW� WKHLU� SDUWLFLSDWLRQ� LQ� VRFLHW\� DW
ODUJH��DUH�ORZHU�LQ�WKH�VRXWK�

,Q�WKH�GDWD�IURP�WKH�$QWKURSRORJLFDO�6XUYH\��VRPH�VWUDLJKWIRUZDUG�PHDVXUHV�WKDW�PLJKW
FDSWXUH� IHPDOH� DXWRQRP\� ZLWKLQ� WKH� KRXVHKROG� FDQ� EH� IRXQG�� 7KH\� LQFOXGH�� ZKHWKHU
ZRPHQ�WUDGLWLRQDOO\�FRQILQH�WKHPVHOYHV�WR�KRXVHZRUN��FDQ�EH�VHHQ�DV�D�FRPELQDWLRQ�RI
JHQGHU� GLIIHUHQFHV� LQ� ZRUN� DQG� IHPDOH� VHFOXVLRQ��� ZKHWKHU� WKH\� KDYH� FRQWURO� RYHU
IDPLO\�H[SHQGLWXUH��ZKHWKHU�WKH\�FRQWULEXWH�WR�IDPLO\�LQFRPH��WKLV�LV�GLUHFWO\�UHODWHG�WR
ERWK�IHPDOH�VHFOXVLRQ�DQG�WR�SDUWLFLSDWLRQ�LQ�SDLG�ZRUN��DQG�ZKHWKHU�GLYRUFH�LV�VRFLDOO\
VDQFWLRQHG��HYHQ�LI�OHJDOO\�DOORZHG��VRFLDO�VDQFWLRQV�RIWHQ�DIIHFW�WKH�DELOLW\�RI�ZRPHQ�WR
GLYRUFH��

,Q�SRRU�VRFLHWLHV�ZKHUH�FDSLWDO�PDUNHWV�DUH�QRQ�H[LVWHQW��FKLOGUHQ�RIIHU�WKH�RQO\�VRXUFH
RI� VXSSRUW� LQ�ROG�DJH�� OHDGLQJ� WR�KLJKHU� IHUWLOLW\��&HUWDLQ� FXOWXUDO� WUDLWV�PD\��KRZHYHU�
UHLQIRUFH� WKH�QHHG� WR�KDYH�PRUH�FKLOGUHQ�� ,Q�JHQHUDO�� WKHVH�KDYH� WR�GR�ZLWK� IDYRXULQJ
ER\V�RYHU�JLUOV��W\SLFDOO\�VLQFH�QRUPV�DQG�FXVWRPV�LPSO\�WKDW�GDXJKWHUV�FDQQRW�SURYLGH
WKH�VDPH�ROG�DJH�VHFXULW\�DV�VRQV��7KH�SUHIHUHQFH� IRU�VRQV�DULVLQJ�RXW�RI� WKH�QHHG� IRU
ROG�DJH�VHFXULW\�FDQ�EH�WKRXJKW�RI�DV�D�µVDIHW\�ILUVW¶�GHFLVLRQ�PDNLQJ�SURFHVV�DQG�PHDQV
KLJKHU� IHUWLOLW\��7KLV� HIIHFW� LV� FRPSRXQGHG� LQ� KRXVHKROGV�ZKHUH� LQIDQW�PRUWDOLW\� UDWHV
DUH�KLJK²SRRU�KRXVHKROGV�ZLWKRXW� DFFHVV� WR�EDVLF�KHDOWK� FDUH�ZLOO� IDFH� KLJKHU� LQIDQW
PRUWDOLW\�UDWHV�DV�ZHOO�DV�OHVV�OLNHOLKRRG�RI�HQVXULQJ�ROG�DJH�VHFXULW\�WKURXJK�DOWHUQDWLYH
DVVHWV��7KH�GLVFXVVLRQ�EHORZ�RIIHUV�VRPH�H[DPSOHV�RI�WUDLWV�WKDW�FDSWXUH�VRQ�SUHIHUHQFH
LQ�SURYLGLQJ�ROG�DJH�VHFXULW\�

,Q� VRFLHWLHV� ZKHUH� UHWXUQV� WR� PHQ� DUH� KLJKHU� WKDQ� UHWXUQV� WR� ZRPHQ� RU� IHPDOH
SDUWLFLSDWLRQ�LQ�SDLG�ZRUN�LV�GLVFRXUDJHG��WKH�GHSHQGHQFH�RQ�VRQV�DV�D�VRXUFH�RI�ROG�DJH
VHFXULW\�OHDGV�WR�KLJKHU�IHUWLOLW\��$OWHUQDWLYHO\��LI�WKHUH�LV�D�JHQGHU�GLYLVLRQ�RI�ODERXU�DQG
VRQV�SRVVHVV� IDUP�� RU� ILUP�VSHFLILF� FDSLWDO� WKDW� LV� QRW� HDVLO\� REWDLQHG� E\� VRQV�LQ�ODZ�
VRQV�PLJKW�EH�D�EHWWHU� VRXUFH�RI�ROG�DJH� VHFXULW\� WKDQ�GDXJKWHUV��0HDVXUHV� RI� IHPDOH
DXWRQRP\�VXFK�DV�IHPDOH�VHFOXVLRQ�DQG�WKH�DFFHSWDELOLW\�RI�IHPDOH�SDUWLFLSDWLRQ�LQ�SDLG
ZRUN�PD\�WKHQ�EH�VHHQ�DV�OLQNHG�WR�KLJKHU�IHUWLOLW\��YLD�ROG�DJH�VHFXULW\�PRWLYHV�
������������������������������������������������

� 'DVJXSWD��������DUJXHV�WKDW�VXFK�FRVWV�PLJKW�DPRXQW�WR�ZRPHQ�VSHQGLQJ�RYHU�KDOI�WKHLU�UHSURGXFWLYH
OLIH�LQ�SUHJQDQF\�RU�ODFWDWLRQ��+LJK�PDWHUQDO�PRUWDOLW\�UDWHV�FRPSRXQG�WKH�SUREOHP�
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7KHUH�PD\�DOVR�EH�QRUPDWLYH�UHDVRQV�IRU�VRQ�SUHIHUHQFH�WKDW�PLJKW�LQ�WXUQ�PHDQ�KLJKHU
IHUWLOLW\��6RQV�PLJKW�EH�YDOXHG�IRU�SXUHO\�FXOWXUDO�UHDVRQV�LI�WKH\�SOD\�DQ�LPSRUWDQW�UROH
LQ�SDUWLFXODU� ULWXDOV��$PRQJ�XSSHU�FDVWH�+LQGXV�� LW� LV� WKH�FXVWRP� IRU� WKH�HOGHVW� VRQ� WR
SHUIRUP� WKH� ODVW� ULWHV�� %URWKHUV� RU� FORVH� PDOH� UHODWLYHV� FDQ� VXEVWLWXWH� IRU� VRQV�� EXW
QHYHUWKHOHVV�� WKH\� DUH� VHHQ� DV� DQ� LPSRUWDQW� V\PERO� LQ� WKH� WUDQVLWLRQ� WR� WKH� DIWHUOLIH�
&RQVHTXHQWO\��VXIILFLHQW�VRQV�DUH�QHHGHG�WR�SURYLGH�WKLV�IRUP�RI�VHFXULW\�7

$� FXOWXUDO� WUDLW� WKDW� GHVHUYHV� IXUWKHU� DWWHQWLRQ� LQ� WKLV� FRQWH[W� LV� SDWULORFDO� H[RJDP\�
ZKLFK� LV� DQ� LPSRUWDQW� IHDWXUH� RI� WKH� VRFLDO� RUJDQL]DWLRQ� RI� ,QGLD�� 7KLV� UHIHUV� WR� WKH
PLJUDWLRQ� RI� ZRPHQ� IURP� WKHLU� RULJLQ� YLOODJHV� WR� WKRVH� RI� WKHLU� KXVEDQGV�� 7KH� ����
&HQVXV�LQGLFDWHV�WKDW�DOPRVW����SHU�FHQW�RI�ZRPHQ�RYHU����KDG�OHIW�WKHLU�RULJLQ�YLOODJH�
FRPSDUHG�WR�OHVV�WKDQ����SHU�FHQW�RI�PHQ��7KH�PDLQ�DOWHUQDWLYH�LV�QHR�ORFDO�H[RJDP\��LQ
ZKLFK�ERWK�SDUWQHUV�OLYH�QHDU�WKHLU�SDUHQWV��W\SLFDOO\�LPSO\LQJ�PDUULDJHV�LQ�WKH�VDPH�RU
LQ� QHLJKERXULQJ� YLOODJHV�8� 3DWULORFDO� H[RJDP\� UHVXOWV� LQ� VRQV� OLYLQJ� QHDU� SDUHQWV�� VR
IURP�WKH�SDUHQWV¶�SRLQW�RI�YLHZ��WKLV�FXVWRP�PD\�ZHOO�OHDG�WR�VRQ�SUHIHUHQFH��5HODWLYH�WR
QHR�ORFDO� H[RJDP\�� LW� ZRXOG� OHDG� WR� KLJKHU� IHUWLOLW\�� VLQFH� LW�PHDQV� WKDW� JLUOV� HQG� XS
OLYLQJ�IXUWKHU�DZD\�DQG�WKHUHIRUH�FDQQRW�EH�UHOLHG�XSRQ�WR�SURYLGH�ROG�DJH�VXSSRUW�

+RZHYHU�� RQH� PD\� TXHVWLRQ� WKLV�� XQOHVV� WKLV� LQVWLWXWLRQ� KHOSV� WR� HQIRUFH� WKH
LQWHUJHQHUDWLRQDO�WUDQVIHUV�IURP�FKLOGUHQ�WR�SDUHQWV��,Q�D�VHULHV�RI�SDSHUV��(GOXQG�������
DUJXHV� WKDW�DV\PPHWULF� WLPLQJ�RI�EHTXHVWV� WR�VRQV�DQG�GDXJKWHUV�PLJKW�EH�RQH� UHDVRQ
IRU�VXFK�DQ�LQVWLWXWLRQ��*LYHQ�WKDW�EHTXHVWV�DUH�LPSRUWDQW�IRU�PDUULDJH��PHQ�PD\�KDYH�WR
SXW�RII�PDUULDJH��+RZHYHU��JLYHQ� WKDW�GHOD\LQJ�PDUULDJH�FRPHV�DW�D� FRVW��DQWLFLSDWLQJ
WKH�LQKHULWDQFH�DOORZV�KLP�WR�PDUU\�HDUOLHU��3DWULORFDO�UHVLGHQFH��E\�SURYLGLQJ�DFFHVV�WR
WKH�SDUHQWV¶�DVVHWV�DQG�ODQG�ZKLOH�WKH\�DUH�VWLOO�DOLYH��PDNHV�LW�SRVVLEOH�WR�ERWK�HQIRUFH
WKH�FODLP�RQ� LQKHULWDQFH�DQG� WR�SURYLGH�ROG�DJH�VHFXULW\�� ,Q� WKLV�ZD\�� LW�FRQWULEXWHV� WR
ROG�DJH�VHFXULW\�YLD�VRQ�SUHIHUHQFH�9

7KHUH� DUH� RWKHU� FXOWXUDO� WUDLWV� WKDW� LQIOXHQFH� D� ZRPDQ¶V� LQFHQWLYHV� RU� KHU� DELOLW\� WR
VXSSRUW�KHU�SDUHQWV� LQ�ROG�DJH��YLD� UHLQIRUFLQJ�RU� HPXODWLQJ�SDWULORFDO� H[RJDP\��7KH\
LQFOXGH�LQKHULWDQFH�ODZV�IDYRXULQJ�VRQV�WR�WKH�H[FOXVLRQ�RI�GDXJKWHUV��µ*RWUD¶�H[RJDP\
�ZKLFK�PHDQV�WKDW�SDUHQWV�ZLOO�W\SLFDOO\�KDYH�WR�ORRN�IXUWKHU�IRU�VXLWDEOH�KXVEDQGV�IRU
WKHLU�GDXJKWHUV�10�DQG�µ.DQ\DGDQ¶��7KH�ODWWHU�GHQRWHV�WKH�FXVWRP�RI�WKH�EULGH�RIIHUHG�DV
D�JLIW� WR�KHU� IXWXUH�KXVEDQG�GXULQJ� WKH�PDUULDJH�FHUHPRQ\�� V\PEROL]LQJ� WKH� IRUIHLW�RI
KHU�ULJKW�WR�UHWXUQ�KRPH�

&XVWRPDU\�SD\PHQWV�DW�PDUULDJH�DUH�\HW�DQRWKHU�WUDLW�WKDW�PLJKW�DIIHFW�WKH�UHJXODWLRQ�RI
IHUWLOLW\� EHKDYLRXU�� ,W� LV� RIWHQ� DUJXHG� WKDW� PDUULDJH� SD\PHQWV� DQG� ZKHWKHU� D� EULGH¶V
IDPLO\� SD\V� D� GRZU\� RU� UHFHLYHV� D� EULGH� SULFH� DIIHFWV� ERWK� WKH� VWDWXV� RI� ZRPHQ� DQG

������������������������������������������������

� )RU�D�GLVFXVVLRQ��VHH�0LOOHU���������������

� 7KH�FHQVXV�VXJJHVWHG�WKDW�WKHUH� LV� OLWWOH�PDWULORFDO�H[RJDP\�� L�H��PLJUDWLRQ�RI�PHQ� IURP�WKHLU�RULJLQ
YLOODJHV�WR�WKRVH�RI�WKHLU�ZLYHV�RU�PLJUDWLRQ�RI�ERWK�SDUWQHUV�DZD\�IURP�WKHLU�SDUHQWV�

� (GOXQG�DUJXHV�WKDW�VLQFH�ZRPHQ�KDYH�D�PXFK�VKRUWHU�SHULRG�RI�IHFXQGLW\��WKH\�FDQQRW�ZDLW�WR�FODLP
WKHLU� LQKHULWDQFH�� 7KLV� LQ� WXUQ� PLJKW� KDYH� HQFRXUDJHG� WKH� SD\PHQW� RI� GRZULHV� VR� WKDW� LW� ODUJHO\
VXEVWLWXWHV�IRU�LQKHULWDQFH��6LQFH�WKLV�OLPLWV�WKH�DELOLW\�RI�SDUHQWV�WR�HQIRUFH�DQ\�ROG�DJH�VXSSRUW�HYHQ
PRUH��LW�UHLQIRUFHV�VRQ�SUHIHUHQFH�

�� (IIHFWLYHO\�� WKLV� SUDFWLFH� UHTXLUHV� PDUULDJH� EHWZHHQ� VSHFLILF� VXE�FDVWHV�� ZKLFK�� JLYHQ� SDWULORFDO
H[RJDP\��PDNHV�LW�KDUGHU�WR�ILQG�D�VXLWDEOH�KXVEDQG�QHDUE\�
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LQYHVWPHQW�LQ�WKHP��,Q�SDUWLFXODU��LI�GRZULHV�DFFUXH�WR�WKH�EULGHJURRP¶V�IDPLO\�DQG�WKH
ZLIH� KDV� QR� FODLP� RQ� WKHVH� UHVRXUFHV�� VKH� PD\� KDYH� OLWWOH� EDUJDLQLQJ� SRZHU� DV� D
FRQVHTXHQFH��WKXV�UDLVLQJ�IHUWLOLW\��$QRWKHU�LQWHUSUHWDWLRQ�RI�WKH�SD\PHQW�RI�GRZULHV�LV
WKDW� LQ�VRFLHWLHV�ZKHUH�WKHUH�LV�D�JHQGHU�GLYLVLRQ�RI�ODERXU�DQG�ZRPHQ�GR�QRW�GLUHFWO\
FRQWULEXWH� WR� LQFRPHV�� WKH� SRVLWLYH� WUDQVIHU� IURP� WKH� EULGH¶V� IDPLO\� WR� WKDW� RI� WKH
EULGHJURRP¶V�LV�� LQ�HIIHFW��D�FRQWULEXWLRQ�WRZDUGV�KHU�XSNHHS� LQ� WKH�QHZ�KRXVHKROG�� ,I
WKLV� LV� VR� DQG� WKH� GLVFRXQWHG� YDOXH� RI� WKH� WUDQVIHUV� LV� HTXDO�� WKHUH� LV� OLWWOH� UHDVRQ� WR
H[SHFW�DQ\�VLJQLILFDQW�HIIHFW�RI�VXFK�D�FXVWRP�RQ�IHUWLOLW\�DFURVV�JHQHUDWLRQV��+RZHYHU�
VLQFH� GRZULHV� DUH� D� SUH�PRUWHP� LQKHULWDQFH�� WR� WKH� H[WHQW� WKDW� FDSLWDO� PDUNHWV� ZRUN
SRRUO\��VXFK�WUDQVIHUV�PD\�ZHOO�UHSUHVHQW�D�EXUGHQ�RQ�WKH�SDUHQWDO�KRXVHKROG�DQG�VHUYH
WR�UHGXFH�IHUWLOLW\��FHWHULV�SDULEXV�11

$QRWKHU�FXOWXUDO� WUDLW�FLWHG�DV�EHLQJ�RI� VRPH� LPSRUWDQFH� LV� WKH� FXVWRP�RI�PDUULDJH� WR
QHDU�UHODWLYHV��,Q�WKH�VRXWK��WKH�SUHIHUUHG�PDUULDJH�W\SH�LV�WKDW�RI�FURVV�FRXVLQ�PDUULDJHV�
XQFOH�QLHFH�PDUULDJHV�DQG�VLPLODU�DOOLDQFHV��7KH�DUJXPHQWV�RI�.DUYH��������DQG�RWKHUV
VXJJHVW� WKDW� WKH� IDFW� WKDW� PDUULDJHV� DUH� EHWZHHQ� IDPLOLHV� WKDW� DUH� VR� UHODWHG� DOORZV
ZRPHQ�D�IDU�JUHDWHU�PHDVXUH�RI�IUHHGRP�DQG�VHFXULW\�ZLWKLQ�PDUULDJH�WKDQ�WKH�VWULFWO\
DIILQDO� PDUULDJH���� ,Q� DGGLWLRQ�� LW� LV� OLNHO\� WKDW� VXFK� PDUULDJHV� RIIHU� D� IRUP� RI� ULVN�
VKDULQJ�WR�IDPLOLHV�LQ�WKH�QHHG�WR�EHDU�VRQV��6LQFH�SURSHUW\�FDQ�EH�WUDQVIHUUHG�YLD�VXFK
PDUULDJHV�WR�EORRG�UHODWLYHV��LW�PLJKW�EH�WKH�FDVH�WKDW�WKLV�V\VWHP�ORZHUV�WKH�LQFHQWLYHV
WR�KLJKHU�IHUWLOLW\�� ,W�RXJKW� WR�EH�VWUHVVHG� WKDW�JUHDWHU� IUHHGRP�IRU�ZRPHQ�LQ� WKH�VRXWK
VXJJHVWHG�E\�WKH�ORZHU�OLNHOLKRRG�RI�VHFOXVLRQ�DQG�JUHDWHU�IUHHGRP�ZLWKLQ�PDUULDJH�GR
QRW�QHFHVVDULO\�PHDQ�KLJKHU�VWDWXV�RI�ZRPHQ�EXW�PLJKW�PHDQ�PRUH�IUHHGRP�WR�UHJXODWH
IHUWLOLW\��FRPSDUHG�WR�WKH�QRUWK�

� &XOWXUDO�WUDLWV�DQG�WKH�GHPDQG�IRU�FKLOGUHQ

,Q�RUGHU�WR�FODULI\�WKH�UROH�RI�FXOWXUDO�WUDLWV�DQG�WKHLU�UHODWLRQVKLS�WR�HFRQRPLF�YDULDEOHV
WKDW� DIIHFW� IHUWLOLW\�� D� VLPSOH� PRGHO� RI� GHPDQG� IRU� FKLOGUHQ� LV� GHVFULEHG� EHORZ�� 7KH
PRGHO� ZLOO� DOORZ� IRU� VRPH� RI� WKH� YDULDWLRQ� LQ� FXOWXUDO� WUDLWV�� IRFXVLQJ� RQ� WKH� UROH� RI
SDWULORFDO� H[RJDP\�� IHPDOH� VHFOXVLRQ� DQG� GRZU\�� 3DWULORFDO� H[RJDP\� LPSOLHV� WKDW
GDXJKWHUV� OHDYH� WKH� KRXVHKROG� DW� PDUULDJH� DQG� KHQFHIRUWK� FRQWULEXWH� RQO\� WR� WKHLU
KXVEDQG¶V�KRXVHKROG��FRPSDUHG�WR�QHR�ORFDO�H[RJDP\�LQ�ZKLFK�ERWK�FKLOGUHQ�FRXOG�VWLOO
RIIHU�VXSSRUW�WR�WKH�SDUHQWV��'RZU\�SD\PHQWV�LPSRVH�D�FRVW�RQ�JLUOV��)HPDOH�VHFOXVLRQ
DIIHFWV�WKH�UHWXUQ�WR�IHPDOHV��ZKLFK�LQ�WKH�PRGHO�DOVR�LPSOLHV�DQ�HIIHFW�RQ�WKH�OHYHO�RI
GRZULHV�

������������������������������������������������

�� +RZHYHU��VXFK�WUDQVIHUV�PLJKW�DOVR�EH�DVVRFLDWHG�ZLWK�WKH�UHODWLYHO\�KLJKHU�PRUWDOLW\�RI�LQIDQW�JLUOV�

�� 6WXGLHV�RI�NLQVKLS�LQ�PDUULDJH�LQ�,QGLD�VXJJHVW�WKDW�WKHUH�DUH�YDULRXV�W\SHV�RI�NLQVKLS�RUJDQLVDWLRQ�LQ
,QGLD� WKDW�PLJKW�KDYH�D�EHDULQJ�RQ�GHPRJUDSKLF�EHKDYLRXU��.DUYH� ������������� LGHQWLILHV�DW� OHDVW� �
PDMRU�W\SHV�RI�NLQVKLS�RUJDQLVDWLRQ��GHILQHG�UHJLRQDOO\�E\�1RUWK��6RXWK�DQG�(DVW��7KH�FHQWUDO�]RQH�LQ
,QGLD�ZDV�LGHQWLILHG�DV�LQWHUPHGLDWH�EHWZHHQ�WKH�QRUWKHUQ�DQG�VRXWKHUQ�W\SHV��FRPELQLQJ�IHDWXUHV�RI
ERWK�� 7KH� FKLHI� IRFXV� RI� WKH� GLVWLQFWLRQ� DFURVV� NLQVKLS� V\VWHPV� LQ� KHU� DFFRXQW� LV� WKDW� RI� PDUULDJH
FXVWRPV��ZKLFK�VKH� LGHQWLILHV�DV�DIIHFWLQJ�IDPLO\�UHODWLRQV�EHWZHHQ�PHQ�DQG�ZRPHQ��8EHURL�������
SUHVHQWV�ZRUN�E\�'XPRQW���������0DGDQ��������DQG�7UDXWPDQQ��������WKDW�WDNHV�D�VOLJKWO\�GLIIHUHQW
SHUVSHFWLYH�DUJXLQJ�WKDW�WKHUH�DUH�PDQ\�DVSHFWV�RI�PDUULDJH�LQ�WKH�1RUWK�DQG�6RXWK�WKDW�DUH�HVVHQWLDOO\
VLPLODU�SDUWLFXODUO\�LQ�WKH�LPSRUWDQFH�RI�DIILQDO�PDUULDJHV�
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7KH� PRGHO� GHVFULEHV� WKH� FRQVXPSWLRQ� RI� D� IDPLO\� LQ� WZR� SHULRGV�� \RXWK� �RU�� EHWWHU
SURGXFWLYH�OLIH��DQG�ROG�DJH��7KH�IDWKHU�PD[LPL]HV�OLIHWLPH�XWLOLW\�8�JLYHQ�E\�
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ZKHUH�&L�GHQRWHV�FRQVXPSWLRQ�LQ�SHULRG�L�

'HQRWH� E\� +E� WKH� KXPDQ� FDSLWDO� LQYHVWPHQW� LQ� ER\V� DQG� +J�� WKH� KXPDQ� FDSLWDO
LQYHVWPHQW� LQ� JLUOV�� ZKLOH� S� GHQRWHV� WKH� SULFH� SHU� XQLW� RI� VXFK� LQYHVWPHQW�� ZKLFK� LV
DVVXPHG�WKH�VDPH� IRU�ER\V�DQG�JLUOV�� ,� DVVXPH� WKDW� WKLV� LQYHVWPHQW�RFFXUV� LQ� WKH� ILUVW
SHULRG�DQG�KDV� D� UHWXUQ� LQ� WKH� VHFRQG�SHULRG��/HW�+Z�GHQRWH� WKH� KXPDQ� FDSLWDO� RI� WKH
ZLIH�DQG�+K�GHQRWH�WKDW�RI�WKH�KXVEDQG��7KH�KXPDQ�FDSLWDO�RI�WKH�VSRXVHV�KDV�D�UHWXUQ�LQ
ERWK�SHULRGV��*LYHQ�WKH�FXVWRP�RI�SDWULORFDO�H[RJDP\��RQO\� WKH�UHWXUQ� WR�ER\V¶� ODERXU
DQG�KXPDQ�FDSLWDO�DFFUXHV�WR�WKLV�KRXVHKROG��/HW�Q�GHQRWH�WKH�QXPEHU�RI�FKLOGUHQ��,W�LV
DVVXPHG� WKDW� H[DFWO\� KDOI� RI� WKLV� QXPEHU� LV� ER\V�� $�� GHQRWHV� LQLWLDO� HQGRZPHQWV� RI
FDSLWDO�LQ�WKH�ILUVW�SHULRG��,Q�SHULRG����KRXVHKROGV�FDQ�DGG�WR�FDSLWDO��ZKLFK�LV�\LHOGLQJ�D
UHWXUQ� D� IL[HG� UHWXUQ� U� LQ� WKH� QH[W� SHULRG��)RU� VLPSOLFLW\�� DOO� FDSLWDO� LV� DVVXPHG� WR� EH
OLTXLG�� VR� LQ� WKH� VHFRQG� SHULRG� DOO� FDSLWDO� LV� FRQVXPHG� DV� ZHOO�� <L� GHQRWHV� LQFRPH
JHQHUDWHG� LQ�SHULRG� L��GHWHUPLQHG�E\� WKH� ODERXU� DQG�KXPDQ�FDSLWDO�RI�PHPEHUV�RI� WKH
IDPLO\� SDUWLFLSDWLQJ� LQ�ZRUN� LQ� HDFK� SHULRG��+RXVHKROGV� KDYH� WKHUHIRUH� WKH� FKRLFH� WR
SURYLGH�IRU�WKHPVHOYHV�LQ�WKH�VHFRQG�SHULRG�E\�LQYHVWLQJ�LQ�FKLOGUHQ��DQG�LQ�WKHLU�KXPDQ
FDSLWDO���RU�WR�LQYHVW�LQ�DVVHWV��ZKRVH�UHWXUQ�LV�GHWHUPLQHG�E\�KRZ�ZHOO�WKH�HFRQRP\�LV
SHUIRUPLQJ�

7KH� IXQFWLRQ� � GHWHUPLQHV� WKH� YDOXH� RI� WKH� GRZU\� SDLG�� ZKLFK� LV� D� IXQFWLRQ� RI� WKH
ZRPHQ¶V�KXPDQ�FDSLWDO�DQG�RI��WKH�LQYHUVH�RI��IHPDOH�VHFOXVLRQ�q ��)HPDOH�VHFOXVLRQ�LV
D�FXOWXUDO�WUDLW�GHQRWLQJ�WKH�GHJUHH�WR�ZKLFK�ZRPHQ�DUH�DOORZHG�WR�SDUWLFLSDWH�DFWLYHO\
LQ� WKH� ODERXU� PDUNHW� ZLWK� ORZ� OHYHOV� GHQRWLQJ� ORZ� OHYHOV� RI� SDUWLFLSDWLRQ�� �DQG� VR
TXDOLI\LQJ�WKH�YDOXH�RI�WKH�KXPDQ�FDSLWDO�REWDLQHG��q �LV�KLJKHU�ZKHQ�VHFOXVLRQ�LV�ORZ�13

,W�LV�DVVXPHG�WKDW�GRZULHV�GHFUHDVH�ZLWK�KXPDQ�FDSLWDO�RI�JLUOV�EXW�WKLV�LV�PHGLDWHG�E\
WKH� GHJUHH� WR� ZKLFK� ZRPHQ� SDUWLFLSDWH� LQ� WKH� ORFDO� ODERXU� PDUNHW� VR� WKDW� ZKHUH
SDUWLFLSDWLRQ�LV�ORZ�DQG�KHQFH�UHWXUQV�IURP�IHPDOH�LQYHVWPHQW�LQ�KXPDQ�FDSLWDO�LV�ORZ�
GRZULHV�DUH�OLNHO\�WR�EH�KLJKHU�14�7KLV�LQWHUSUHWDWLRQ�WXUQV�RQ�WKH�YLHZ�WKDW�GRZULHV�DUH�D
IRUP�RI�SUH�PRUWHP� LQKHULWDQFH� WR�JLUOV� LQ�SDWULORFDO� VRFLHWLHV� DQG� IXUWKHU�� WKDW�KXPDQ
FDSLWDO�LQYHVWPHQW�LV�DQ�DOWHUQDWLYH�IRUP�RI�SUH�PRUWHP�WUDQVIHU�15
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�� 1RWH�WKDW�WKH�DVVXPSWLRQ�RI�D�SRVLWLYH� WUDQVIHU� IURP�EULGH¶V� IDPLO\� WR� WKDW�RI� WKH�EULGHJURRP¶V�GRHV
QRW�H[FOXGH�WKH�SRVVLELOLW\�WKDW�WKHUH�DUH�VXEVWDQWLDO�WUDQVIHUV�IURP�WKH�JURRP�WR�WKH�EULGH�RU�LQGHHG�WKH
SD\PHQW� RI� D� EULGHSULFH� LQ� WKH� RWKHU� GLUHFWLRQ��+RZHYHU�� SRVLWLYH� QHW� WUDQVIHUV� LQ� WKLV� GLUHFWLRQ� DUH
FRQVLVWHQW�ZLWK�SDWULORFDO�PDUULDJHV�DQG�WKLV�LV�WKH�IHDWXUH�WKDW�WKH�PRGHO�DLPV�WR�FDSWXUH�

�� 5DR��������DQG�5RVHQ]ZHLJ�DQG�6WDUN��������SUHVHQW�HYLGHQFH�RQ� WKH�UHODWLRQVKLS�EHWZHHQ�GRZULHV
DQG� WKH� VFKRROLQJ�RI�EULGHV� DQG� EULGHJURRPV�ZKLFK� VXJJHVWV� WKDW� WKH� GRZULHV� GHFUHDVH�ZLWK� KLJKHU
OHYHOV�RI�VFKRROLQJ�IRU�JLUOV��FHWHULV�SDULEXV��%HKUPDQ�HW�DO��������ILQG�WKDW�GRZULHV�IDOO�ZLWK�OLWHUDF\
RI�EULGHV�EXW�GR�QRW�GHFUHDVH�PXFK�IXUWKHU�ZLWK�WKH�DFTXLVLWLRQ�RI�SULPDU\�HGXFDWLRQ��PRWLYDWLQJ�WKH
FRQYH[LW\�LQ�GRZULHV�DVVXPHG�KHUH�

�� (GOXQG� ������� DUJXHV� SHUVXDVLYHO\� WKDW� LQ� SDWULORFDO� VRFLHWLHV� LQ� SDUWLFXODU�� GRZULHV� SUHFOXGH
LQKHULWDQFH��DQG�SUHVHQWV�DUJXPHQWV�ZK\�SUH�PRUWHP�WUDQVIHUV�RU�EHTXHVWV� WDNH� WKH� IRUP�RI�GRZULHV
UDWKHU�WKDQ�LQKHULWDQFH�
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,Q� WKH� ILUVW�SHULRG�� WKH�KRXVHKROG�KHDG� VHOHFWV� WKH�KXPDQ� FDSLWDO� RI� KLV�ZLIH��+Z�� DQG
REWDLQV�D�GRZU\�RI� �q +Z��IURP�KHU�IDPLO\��,QFRPHV�LQ�WKH�ILUVW�SHULRG�GHSHQG�RQ�WKH
KXPDQ�FDSLWDO�HQGRZPHQW�RI�WKH�KXVEDQG��KXPDQ�FDSLWDO�RI�WKH�ZLIH�DQG�WKH�GHJUHH�WR
ZKLFK� WKH� ZLIH� LV� DOORZHG� WR� SDUWLFLSDWH� LQ� LQFRPH�JHQHUDWLQJ� ZRUN� �GHWHUPLQHG� E\
VHFOXVLRQ��� ,QFRPH� LV� DVVXPHG� WR�EH� LQFUHDVLQJ� LQ� HDFK� DUJXPHQW�� EXW� DW� D� GHFUHDVLQJ
UDWH�� ,Q� WKH� ILUVW� SHULRG�� WKH� KRXVHKROG� FDQ� LQYHVW� LQ� KXPDQ� FDSLWDO� IRU� ERWK�ER\V� DQG
JLUOV��RU�LQYHVW�LQ�DOWHUQDWLYH�LQYHVWPHQWV��FDSWXUHG�KHUH�E\�D�FRQVWDQW�VWUHDP�RI�UHWXUQV
WR�DVVHWV��7KH�ILUVW�SHULRG¶V�EXGJHW�FRQVWUDLQW�FDQ�WKHQ�EH�ZULWWHQ�DV�

���� ����������
�

$U+++<$++
QS

& ZEZJE ++D+=+++ qq ���

LQ�ZKLFK ( )D � �> �D D
 

�+ +
Z Z

< >� � �DQG
< < M Z K+ +M M


 

� � �� �� �> < =
�

,Q�WKH�VHFRQG�VWDJH��WKH�GDXJKWHUV�DUH�PDUULHG�LQWR�RWKHU�KRXVHKROGV��HDFK�SD\LQJ�D�VXP
RI� �q +J�� LQ� GRZU\�� *LYHQ� SDWULORFDO� H[RJDP\�� ER\V� VWD\� RQ� WKH� IDPLO\� IDUP� RU
HQWHUSULVH�DQG�QRZ�FRQWULEXWH�WR�LQFRPH�YLD�WKHLU�ODERXU�DQG�KXPDQ�FDSLWDO��+HQFH��WKH
VHFRQG�SHULRG�EXGJHW�FRQVWUDLQW�LV�
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,Q�FRQWUDVW��QHR�ORFDO�H[RJDP\�FRXOG�VLPSO\�EH�LQWURGXFHG�LQ�����DV�D�UHGXFWLRQ�LQ�WKH
UHWXUQV�WR�ER\V�LQ�SHULRG����RU�VLPSO\�SXWWLQJ�WKLV�UHWXUQ�HTXDO�WR�]HUR�

,W� LV�DVVXPHG�WKDW� WKH� IDWKHU�PD[LPL]HV� OLIHWLPH�XWLOLW\������VXEMHFW� WR�����DQG� �����7KH
ILUVW� RUGHU� RSWLPL]DWLRQ� FRQGLWLRQV� REWDLQ� WKH� IROORZLQJ� VROXWLRQ� IRU� SRVLWLYH� Q�� WKH
QXPEHU�RI�FKLOGUHQ��ZKHUH�<��Q�GHQRWHV�WKH�VHFRQG�SHULRG�PDUJLQDO�UHWXUQ�WR�FKLOGUHQ�LQ
WHUPV� RI� LQFRPH� JHQHUDWLRQ�� L�H�� WKH� ILUVW� GHULYDWLYH� RI� <�� ZLWK� UHVSHFW� WR� LWV� ILUVW
DUJXPHQW��Q�
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6LQFH�<¶�Q� LV� GHFUHDVLQJ� LQ� Q�� ���� VXJJHVWV� WKDW� LQFUHDVHV� LQ� UHWXUQV� WR� DVVHWV� ZLOO� EH
DFFRPSDQLHG�E\�ORZHU�IHUWLOLW\��VLQFH�WKH�UROH�RI�FKLOGUHQ�KHUH� LV� WKDW�RI�DQ�DOWHUQDWLYH
DYHQXH�RI�VDYLQJV��3DWULORFDO�H[RJDP\�LQFUHDVHV�IHUWLOLW\��UHODWLYH�WR�QHR�ORFDO�H[RJDP\�
VLQFH�ER\V�ZLOO�EH�DEOH�WR�SURYLGH�IRU�WKHLU�SDUHQWV�LQ�ROG�DJH��VR�WKDW�UHWXUQV�WR�FKLOGUHQ
LQFUHDVH�� 7KH� SUHVHQFH� RI� GRZULHV� ZLOO� UHGXFH� IHUWLOLW\�� VLQFH� WKH\� LPSRVH� D� FRVW� RQ
KDYLQJ�FKLOGUHQ��+RZHYHU������DOVR�VXJJHVWV�WKDW��FHWHULV�SDULEXV��DUHDV�RI�KLJK�VHFOXVLRQ
�DQG�KHQFH�KLJKHU�GRZULHV��ZLOO�KDYH�ORZHU�IHUWLOLW\� OHYHOV��IRU�D�JLYHQ�OHYHO�RI�KXPDQ
FDSLWDO�LQYHVWPHQW��VLQFH�KLJK�GRZULHV�LPSRVH�D�FRVW�RQ�KDYLQJ�FKLOGUHQ��+RZHYHU��WKH

PDUJLQDO� UHWXUQ� WR� FKLOGUHQ� � 

�Q< �� ZLOO� DOVR� EH� DIIHFWHG� E\� q �� YLD� WKH� UROH� RI� IHPDOH
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�PRWKHU¶V�� UHWXUQV� WR� ODERXU�� 7KH� WRWDO� HIIHFW� RI� VHFOXVLRQ� RQ� IHUWLOLW\� ZLOO� WKHQ� EH
PHGLDWHG�E\� WKH� H[WHQW� RI� VXEVWLWXWDELOLW\� EHWZHHQ�ER\V� DQG�PRWKHUV�� )RU� H[DPSOH�� LI
KLJKHU� VHFOXVLRQ� PHDQV� ORZHU� PDUJLQDO� UHWXUQV� WR� ER\V�� WKLV� ZRXOG� ORZHU� IHUWLOLW\�
UHLQIRUFLQJ� WKH�HIIHFW�RI�VHFOXVLRQ�YLD�GRZULHV��+RZHYHU�� LI�KLJKHU�VHFOXVLRQ� LQFUHDVHV
WKH� PDUJLQDO� UHWXUQ� WR� ER\V�� WKHQ� WKH� RYHUDOO� IHUWLOLW\� HIIHFW� RI� VHFOXVLRQ� EHFRPHV
DPELJXRXV��1RWH�� WKRXJK�� WKDW� WKH� HIIHFW� RI� VHFOXVLRQ�RQ� IHUWLOLW\� YLD� GRZULHV� LV� IRU� D
JLYHQ�OHYHO�RI�JLUOV¶�KXPDQ�FDSLWDO²D�FKRLFH�YDULDEOH��VR�EHORZ�ZH�ZLOO�QHHG�WR�UHWXUQ
WR�WKH�HIIHFW�RI�VHFOXVLRQ�RQ�KXPDQ�FDSLWDO�LQYHVWPHQW�

7KH�PRGHO�DOVR�DOORZV�WKH�H[SORUDWLRQ�RI�WKH�HIIHFW�RI�D�PRUH�HGXFDWHG�PRWKHU�RQ� WKH
QXPEHU�RI�FKLOGUHQ�DQG�WKH�HGXFDWLRQ�RI�KHU�GDXJKWHUV��7KH�KXVEDQG�FKRRVHV�ERWK� WKH
HGXFDWLRQDO� OHYHO� RI� KLV� ZLIH� DQG� WKH� QXPEHU� RI� FKLOGUHQ�� $� KRXVHKROG� ZLWK� D� PRUH
HGXFDWHG�ZLIH�ZLOO�KDYH�LQFHQWLYHV�WR�KDYH�IHZHU�FKLOGUHQ�DQG�ZLOO�DOVR�LQYHVW�PRUH�LQ
WKHLU�GDXJKWHUV��7R�VHH�WKLV��ILUVW�FRQVLGHU�WKH�FKRLFH�EHWZHHQ�D�PRUH�HGXFDWHG�ZLIH��IRU
ZKRP� D� ORZHU� GRZU\� LV� UHFHLYHG�� DQG� DOWHUQDWLYH� LQYHVWPHQWV�� $�ZLIH� ZLWK� D� KLJKHU
HQGRZPHQW�RI�KXPDQ�FDSLWDO�ZLOO�EH�FKRVHQ�XQWLO�
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7R�XQGHUVWDQG�WKLV��RQH�QHHGV�WR�PDNH�WKH��UHDVRQDEOH��DVVXPSWLRQ�WKDW�WKH�GHQRPLQDWRU
RQ� WKH� OHIW�KDQG� VLGH� LV� QHJDWLYH�� WKH� UHGXFWLRQ� LQ� GRZU\� UHFHLYHG� IURP� D�PDUJLQDOO\
PRUH�HGXFDWHG�ZLIH�PXVW�EH�ODUJHU�WKDQ�WKH�LQFUHDVHG�PDUJLQDO�UHWXUQ�LQ�WKH�ILUVW�SHULRG
RQO\� IURP� KHU� KLJKHU� HQGRZPHQW�� 2WKHUZLVH�� WKHUH� ZRXOG� QRW� EH� D� FKRLFH� SUREOHP�
VLQFH� WKH� KXVEDQG� ZRXOG� MXVW� SLFN� WKH� ZLIH� ZLWK� WKH� KLJKHVW� OHYHO� RI� HGXFDWLRQ�
&RQGLWLRQ�����KRZHYHU�SURYLGHV�DQ�DPELJXRXV�FRQFOXVLRQ�� LW� VWDWHV� WKDW� WKH�KLJKHU� WKH
UHWXUQ�RI�DOWHUQDWLYH�LQYHVWPHQWV�LQ�WKH�VHFRQG�SHULRG�� WKH�KLJKHU� WKH�HGXFDWLRQDO� OHYHO
FKRVHQ��LI�WKH�QHW�PDUJLQDO�UHWXUQ�LQ�WKH�ILUVW�SHULRG�IDOOV�IDVWHU�WKDQ�WKH�PDUJLQDO�UHWXUQ
LQ�WKH�VHFRQG�SHULRG��2WKHUZLVH��WKH�ZLIH¶V�KXPDQ�FDSLWDO�LV�D�VXEVWLWXWH�IRU�DOWHUQDWLYH
LQYHVWPHQWV�DQG�LQFUHDVHV�LQ�UHWXUQV�ZLOO�EH�DFFRPSDQLHG�E\�PDUULDJH�WR�D�OHVV�HGXFDWHG
ZLIH�

(TXDWLQJ�����DQG�����ZH�JHW�D�PHDVXUH�RI� WKH� WUDGH�RII�EHWZHHQ� IHPDOH�HGXFDWLRQ�DQG
LQYHVWLQJ�LQ�FKLOGUHQ��(TXDWLRQ�����JLYHV�WKH�UHVXOWLQJ�FRQGLWLRQ�
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)URP� WKH�SUHYLRXV� DQDO\VLV� LW� LV� FOHDU� WKDW� KXPDQ� FDSLWDO� IRU� IHPDOHV� DQG� LQYHVWLQJ� LQ
FKLOGUHQ�DUH�VXEVWLWXWHV�LQ�LQYHVWPHQW��LQ�WKH�VHQVH�RI�GLIIHUHQW�ZD\V�RI�LQFXUULQJ�FRVWV�LQ
WKH�ILUVW�SHULRG�WR�JHW�D�EHWWHU�UHWXUQ�LQ�WKH�VHFRQG��UHODWLYH�WR�DOWHUQDWLYH�DVVHWV��ROG�DJH
VHFXULW\�PRWLYH���7KH�LVVXH�LV�ZKHWKHU�WKH�UHODWLYH�LPSRUWDQFH�LV�FKDQJLQJ��IRU�H[DPSOH
ZLWK�KLJKHU�OHYHOV�RI�HGXFDWLRQ��$FTXLULQJ�HLWKHU�FKLOGUHQ�RU�DQ�HGXFDWHG�ZLIH�LV�FRVWO\�
IRU�FKLOGUHQ��WKH�PDUJLQDO�FRVW�RI�UDLVLQJ�WKHP��DQG�SD\LQJ�IRU�RSWLPDO�KXPDQ�FDSLWDO�IRU
WKHP��LQ�WKH�ILUVW�SHULRG�DQG�WKH�PDUJLQDO�GRZU\�IRU�WKH�JLUOV�LQ�WKH�VHFRQG�SHULRG��DQG
IRU�KXPDQ�FDSLWDO�RI�ZLYHV�� WKH� UHGXFHG�GRZU\� IURP�FKRRVLQJ� DQ� HGXFDWHG�ZRPDQ�DV
ZLIH��&KLOGUHQ²DW� OHDVW� WKH�ER\V²KDYH�UHWXUQ� LQ� WKH�VHFRQG�SHULRG��ZKLOH� WKH�KXPDQ
FDSLWDO� RI� WKH� ZLIH� SD\V� LQ� WKH� ILUVW� DQG� VHFRQG� SHULRG�� ,Q� ����� ZH� FDQ� WKLQN� RI� WKH
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GHQRPLQDWRUV� JLYLQJ� PHDVXUHV� RI� WKH� QHW� PDUJLQDO� FRVW� LQ� WKH� ILUVW� SHULRG� DQG� WKH
QXPHUDWRUV� DV� WKH� QHW� EHQHILW� LQ� WKH� VHFRQG� SHULRG�� ,W� LV� SODXVLEOH� WKDW� QHW� PDUJLQDO
UHWXUQV�WR�WKH�ZLIH¶V�KXPDQ�FDSLWDO�IDOO�IDVWHU�WKDQ�QHW�PDUJLQDO�UHWXUQV�LQ�WKH�ILUVW�SHULRG
�DV� GLVFXVVHG� DERYH��� EXW� IRU� JLYHQ� OHYHOV� RI� KXPDQ� FDSLWDO� IRU� ER\V� DQG� JLUOV�� WKH
PDUJLQDO�FRVW�RI�KDYLQJ�FKLOGUHQ�LV�FRQVWDQW��,I�VR��WKH�FRQVHTXHQFH�LV�WKDW�LI�LW�LV�RSWLPDO
WR�KDYH� OHVV�FKLOGUHQ�� LW�ZLOO� EH� DFFRPSDQLHG�ZLWK� UHODWLYHO\�KLJKHU�KXPDQ� FDSLWDO� IRU
ZLYHV�� ,Q� VKRUW�� WKH� UDWLR�RI� FKLOGUHQ� UHODWLYH� WR� IHPDOH�KXPDQ�FDSLWDO�ZLOO� LQFUHDVH� LQ
IHPDOH� KXPDQ� FDSLWDO�� 7KH� HIIHFW� RI� IHPDOH� VHFOXVLRQ� GHVFULEHG� EHIRUH� FDQ� EH
XQGHUVWRRG�LQ�D�VLPLODU�ZD\��)HPDOH�VHFOXVLRQ�ORZHUV�HIIHFWLYH�KXPDQ�FDSLWDO��VR�LW�ZLOO
EH� DFFRPSDQLHG� E\� UHODWLYHO\� KLJKHU� IHUWLOLW\� IRU� WKH� VDPH� OHYHOV� RI� IHPDOH� HGXFDWLRQ
WKDQ�IRU�OHVV�VHFOXGHG�FRQWH[WV�

)XUWKHU��RQH�FDQ�H[DPLQH�WKH�FRQGLWLRQV�GHWHUPLQLQJ�LQYHVWPHQW�LQ�JLUOV¶�KXPDQ�FDSLWDO�
,Q�WKH�PRGHO��JLYHQ�SDWULORFDO�H[RJDP\��LQYHVWLQJ�LQ�HGXFDWLRQ�IRU�JLUOV�KDV�DQ�HIIHFW�YLD
WKH�UHGXFWLRQ�LQ�GRZU\�SD\PHQWV�QHHGHG��)RU�SRVLWLYH�LQYHVWPHQW�� LQYHVWPHQW�LQ�JLUOV¶
KXPDQ�FDSLWDO�ZLOO�WDNH�SODFH�XQWLO�

-
= +

qD 


+ J

S
U� ���

)RU� D� JLYHQ� UHWXUQ� WR� DVVHWV�� WKH� UHODWLRQVKLS� EHWZHHQ� VHFOXVLRQ� DQG� KXPDQ� FDSLWDO
LQYHVWPHQW� IRU� JLUOV� ZLOO� GHSHQG� RQ� WKH� UDWH� DW� ZKLFK� GRZU\� GHFUHDVHV� ZLWK� KXPDQ
FDSLWDO��+LJKHU�VHFOXVLRQ��ORZHU�q ��ZLOO�LPSO\�LQYHVWPHQW�LQ�KXPDQ�FDSLWDO�XS�WR�D�SRLQW
ZLWK� KLJKHU� PDUJLQDO� UHGXFWLRQ� LQ� GRZU\� IURP� HGXFDWLRQ²LI� WKH� UHGXFWLRQ� IDOOV� LQ
KXPDQ�FDSLWDO��DV�DVVXPHG�LQ�������WKHQ�WKH�HIIHFW�LV�WR�UHGXFH�KXPDQ�FDSLWDO�LQYHVWPHQW�

7KH�PRGHO� EULQJV� RXW� VRPH� LQWHUHVWLQJ� SUHGLFWLRQV� RQ� WKH� OLQN� EHWZHHQ� FXOWXUDO� WUDLWV
DQG� IHUWLOLW\�� 6RPH� IROORZ� GLUHFWO\� IURP� WKH� ZD\� LQ� ZKLFK� WKH� SDUWLFXODU� WUDLWV� DUH
LQWURGXFHG� LQ� WKH�PRGHO�� 3DWULORFDO� H[RJDP\�� UHODWLYH� WR� LWV�PDLQ� DOWHUQDWLYH� LQ� ,QGLD�
QHR�ORFDO� H[RJDP\�� UDLVHV� IHUWLOLW\�� 'RZU\� SD\PHQWV� RXJKW� WR� UHGXFH� IHUWLOLW\� FHWHULV
SDULEXV�� EXW� ZKHUH� WKH\� DUH� DIIHFWHG� E\� KXPDQ� FDSLWDO� LQYHVWPHQW�� PD\� ZHOO� UDLVH
IHUWLOLW\��)HPDOH�VHFOXVLRQ�ZRUNV�LQ�PRUH�FRPSOLFDWHG�ZD\V��VLQFH�LW�DIIHFWV�D�QXPEHU�RI
FKRLFH�YDULDEOHV�WKDW�LQGLUHFWO\�DIIHFW�IHUWLOLW\�� ,W�LV�SUHGLFWHG�WR�ORZHU�IHUWLOLW\�� WKURXJK
LWV�HIIHFWV�RQ�GRZU\��EXW�DOVR�WR�OHDG�WR�ORZHU�LQYHVWPHQW�LQ�JLUOV��SUHVXPDEO\�OHDGLQJ�WR
IXUWKHU� HIIHFWV� RQ� IHUWLOLW\��ZKLFK�ZHUH� QRW� H[SORUHG� LQ� WKLV� VLPSOH� WZR�SHULRG�PRGHO�
6HFOXVLRQ�DOVR�KDV�DQ�LPSDFW�RQ�IHUWLOLW\�E\�DIIHFWLQJ�WKH�LPSDFW�RI�PRWKHU¶V�HGXFDWLRQ
RQ�IHUWLOLW\��KLJKHU�IHPDOH�HGXFDWLRQ�KDV�D�ORZHU�HIIHFW�RQ�IHUWLOLW\�LQ�D�VHFOXGHG�VRFLHW\�
)LQDOO\��WKH�HIIHFW�RI�HFRQRPLF�FKDQJH�KDV�QRW�EHHQ�DQDO\VHG�LQ�WKLV�VLPSOH�WZR�SHULRG
PRGHO�� +RZHYHU�� RQH� FRXOG� UHLQWHUSUHW� WKH� UHWXUQ� WR� DVVHWV� DV� UHWXUQV� WR� DOWHUQDWLYH
LQYHVWPHQWV� �DOWHUQDWLYH� WR� WUDGLWLRQDO� LQFRPH� JHQHUDWLQJ� DFWLYLWLHV��� 7KH\� SUHVXPDEO\
LQFUHDVH� GXULQJ� SHULRGV� RI� JURZWK� RI� WKH� HFRQRP\�� VR� WKDW� RQH� REWDLQV� WKH� VWDQGDUG
FRQFOXVLRQ�WKDW�JURZWK�LQ�WKH�UHWXUQV�WR�DVVHWV�PDNHV�ODERXU�DQG�FKLOGUHQ�OHVV�QHFHVVDU\
IRU�ROG�DJH�VHFXULW\�

7KH�PRGHO�LV�UDWKHU�UHVWULFWLYH�LQ�LWV�DWWHPSW�WR�GHVFULEH�WKH�UHJXODWLRQ�RI�IHUWLOLW\�ZLWKLQ
WKH�KRXVHKROG��1R�DWWHPSW�LV�PDGH�WR�LQFRUSRUDWH�ZRPHQ¶V�WLPH�RU�EDUJDLQLQJ�SRZHU�LQ
WKH�SLFWXUH��DUJXDEO\��YDULDEOHV�VHULRXVO\�DIIHFWHG�E\�WKH�HQDEOLQJ�HQYLURQPHQW�GHILQHG
E\� FXOWXUH� DQG� VRFLHW\�� +RZHYHU�� WKH� PRGHO� LV� LQWHQGHG� WR� LOOXPLQDWH� WKH� OLNHO\
LQWHUDFWLRQ� EHWZHHQ� FXOWXUDO� WUDLWV� DQG� VWDQGDUG� HFRQRPLF� YDULDEOHV� RI� LQWHUHVW� OLNH
LQFUHDVHV� LQ� LQFRPH� RU� LQFUHDVHV� LQ� IHPDOH� OLWHUDF\�� 7KH� PRGHO� KDV� VKRZQ� WKDW
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RXWFRPHV��VXFK�DV�IROORZLQJ�FKDQJHV�LQ�IHPDOH�HGXFDWLRQ�DQG�FKDQJHV�LQ�WKH�UHWXUQV�WR
DOWHUQDWLYH�VRXUFHV�RI�LQYHVWPHQW��KDYH�GLIIHUHQW�HIIHFWV�GHSHQGLQJ�RQ�WKH�YDOXHV�RI�WKH
WUDLWV�PRGHOOHG� LQ� WKLV� VHFWLRQ�� ,W� SRLQWV� WR� WKH� IDFW� WKDW� HYHQ� WKH� VLPSOHVW� DWWHPSW� WR
LQFRUSRUDWH�FURVV�VHFWLRQDO�YDULDWLRQ�LQ�WUDLWV�DQG�LWV�LQWHUDFWLRQ�ZLWK�HFRQRPLF�YDULDEOHV
ZKLFK� DUH�GHWHUPLQHG�E\� WKH�KRXVHKROG� FDQ�SURGXFH� HIIHFWV� WKDW�PLJKW� VHHP� FRXQWHU�
LQWXLWLYH�DQG�WKH�LPSRUWDQFH�RI�WDNLQJ�WKHVH�HIIHFWV�LQWR�DFFRXQW��7KH\�DOVR�SRLQW�WR�WKH
LPSRUWDQFH� RI� DFFRXQWLQJ� IRU� WKH� HQGRJHQHLW\� RI� IHPDOH� KXPDQ� FDSLWDO� LQYHVWPHQW� LQ
DQ\�HFRQRPHWULF�WHVW�RI�IHUWLOLW\�EHKDYLRXU�� ,Q�VHFWLRQ����DQ�HFRQRPHWULF�PRGHO�� WDNLQJ
LQWR� DFFRXQW� VRPH� RI� WKH� NH\� HIIHFWV� GHVFULEHG� DERYH�� LV� HVWLPDWHG�� 7KH� QH[W� VHFWLRQ
SURYLGHV�GHWDLOV�RI�WKH�GDWD�XVHG�KHUH�

� 7KH�GDWD

7R� WHVW� WKH� UROH�RI�FXOWXUDO� WUDLWV�� WKH�SDSHU� UHOLHV�RQ� DQQXDO�GDWD� IRU� UXUDO� DUHDV�RI���
PDMRU�VWDWHV� LQ� ,QGLD��FRYHULQJ� WKH�SHULRG�����������7KH�SULPDU\�GDWD�RQ� WRWDO� IHUWLOLW\
UDWHV�DQG�LQIDQW�PRUWDOLW\�UDWHV�LV�FXOOHG�IURP�YDULRXV�LVVXHV�RI�WKH�6DPSOH�5HJLVWUDWLRQ
%XOOHWLQ� SXEOLVKHG� E\� WKH� 5HJLVWUDU� *HQHUDO� RI� ,QGLD�� 7KLV� LV� FRPELQHG�ZLWK� GDWD� RQ
FRQVXPSWLRQ�� LWV� GLVWULEXWLRQ� DQG� SRYHUW\� SXW� WRJHWKHU� E\� g]OHU�� 'DWW� DQG� 5DYDOOLRQ
�:RUOG� %DQN�� 3ROLF\� 5HVHDUFK� 'HSDUWPHQW�� DQG� IXUWKHU� VXSSOHPHQWHG� E\� GDWD� IURP
1DWLRQDO� $FFRXQWV� DOVR� SXW� WRJHWKHU� E\� 'DWW� DQG� 5DYDOOLRQ�� )XUWKHU� GDWD� RQ
LQIUDVWUXFWXUH� �SHUFHQWDJH� RI� LUULJDWHG� DUHD�� URDG� GHQVLW\�� DQG� OLWHUDF\� ZHUH� REWDLQHG
IURP�)DQ��+D]HOO�DQG�7KRUDW���������ZKLOH�GDWD�RQ�KHDOWK�DQG�HGXFDWLRQ�VSHQGLQJ�ZHUH
SURYLGHG�E\�5��-KD�DQG�REWDLQHG�IURP�YDULRXV�LVVXHV�RI�WKH�%XOOHWLQ�RI�WKH�5HVHUYH�%DQN
RI�,QGLD�

&XOWXUDO� WUDLWV� DFURVV� ,QGLDQ� VWDWHV� DUH� REWDLQHG� IURP� 7KH� 3HRSOH� RI� ,QGLD� 6HULHV�
9ROXPH�9,,��SXEOLVKHG�E\�283�IRU�WKH�$QWKURSRORJLFDO�6XUYH\�RI�,QGLD��7KH�GDWD�XVHG
ZHUH�FROOHFWHG�E\�WKH�$QWKURSRORJLFDO�6XUYH\�RI�,QGLD�DV�SDUW�RI�D�SURMHFW�RQ�WKH�3HRSOH
RI� ,QGLD�� GHVLJQHG� WR� JHQHUDWH� D� GHVFULSWLYH� DQWKURSRORJLFDO� SURILOH� RI� DOO� WKH
FRPPXQLWLHV�RI�,QGLD��DQG�WKH�LPSDFW�RQ�WKHP�RI�FKDQJH�DQG�GHYHORSPHQW��7KH�SURMHFW
ZDV�ODXQFKHG�LQ�2FWREHU������EXW�WKHUH�KDYH�EHHQ�SUHYLRXV�OLVWLQJV�XQGHUWDNHQ�E\�WKH
FRORQLDO� DXWKRULWLHV� VLQFH������������FRPPXQLWLHV�ZHUH� VWXGLHG� DFURVV� ,QGLD�� 6RXUFHV
XVHG� ZHUH� SUHYLRXV� HWKQRJUDSKLF� VXUYH\V� EXW� WKH� SULPDU\� VRXUFH� FRQVLVWHG� RI� ILHOG
VXUYH\V�FRQGXFWHG�ZLWK�DSSUR[LPDWHO\�ILYH�LQIRUPDQWV�SHU�FRPPXQLW\��LQWHUYLHZHG�RYHU
DQ� DYHUDJH� RI� ILYH� GD\V�� ,QWHUYLHZV� ZHUH� FRQGXFWHG� LQ� ����� YLOODJHV� �PRVWO\� PXOWL�
FRPPXQLW\��DQG� LQ������ WRZQV�VSUHDG�RYHU� WKH�GLVWULFWV�RI� ,QGLD��7KH�VXUYH\� FRYHUHG
����GLVWULFWV�DQG����FXOWXUDO�UHJLRQV�

7KH� GDWD� REWDLQHG� RQ� FRPPXQLWLHV� WKXV� ZDV� DJJUHJDWHG� WR� WKH� VWDWH� OHYHO�� 7KH
LQIRUPDWLRQ� LV� DYDLODEOH� DV� WKH� SHUFHQWDJH� RI� FRPPXQLWLHV� WKDW� IROORZ� RU� KDYH� D
SDUWLFXODU� WUDLW�� FDWHJRUL]HG� E\� XUEDQ�UXUDO� UHVLGHQFH�� E\� UHOLJLRQ�� RFFXSDWLRQ�� DQG� E\
VFKHGXOHG� FDVWH� DQG� WULEH�� 7KH� WUDLWV� FRYHU� LGHQWLW\�� HFRORJ\�� VRFLDO� RUJDQL]DWLRQ�
HFRQRP\�DQG�RFFXSDWLRQ��SHUFHSWLRQ� DQG�GHYHORSPHQW� SURFHVV� DQG� OLQNDJHV��'DWD� DUH
DYDLODEOH�RQ�����VXFK�WUDLWV�RXW�RI�D�SRVVLEOH�����

,Q�WKLV�VWXG\��WKH�IRFXV�LV�RQ�IRXU�JURXSV�RI�GDWD�RQ�WUDLWV��7KH�IRXU�JURXSV�DUH�YDULDEOHV
UHODWHG� WR� IHPDOH� VHFOXVLRQ� DQG� DXWRQRP\�� SDWULOLQHDO� UHODWLRQVKLSV� �XVXDOO\� LPSO\LQJ
VRQ�SUHIHUHQFH���PDUULDJH�SD\PHQWV��GRZU\��EULGHZHDOWK��DQG�PDUULDJH�V\VWHPV��DIILQDO
PDUULDJHV���,Q�OLQH�ZLWK�WKH�GLVFXVVLRQ�LQ�VHFWLRQ���DQG����WKH\�ZHUH�FKRVHQ�VLQFH�WKH\
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UHIOHFWHG� WUDLWV� WKDW� DUH� PRVW� OLNHO\� WR� KDYH� D� EHDULQJ� RQ� IHUWLOLW\�� HLWKHU� GLUHFWO\� RU
WKURXJK�LQWHUDFWLRQV�ZLWK�NH\�YDULDEOHV�VXFK�DV�IHPDOH�HGXFDWLRQ�RU�LQFRPH�

$�FULWLFDO�LVVXH�UHODWHG�WR�D�WHVW�RI�WKH�UROH�RI�FXOWXUDO�WUDLWV�LV�WKDW�WKH\�PD\�ZHOO�FKDQJH
RYHU�WLPH��*LYHQ�WKDW�WKH�TXHVWLRQV�RQ�FXOWXUDO�SUDFWLFHV�ZHUH�SRVHG�LQ�WKH�SHULRG�PLG�
HLJKWLHV��LW�PLJKW�ZHOO�EH�DUJXHG�WKDW�FXVWRPV�PLJKW�KDYH�FKDQJHG�VLQFH�WKH�������ZKLFK
UHSUHVHQWV� WKH� EHJLQQLQJ� RI� WKLV� VWXG\�� +RZHYHU�� WKH� VXUYH\� RI� FXOWXUDO� WUDLWV� ZDV
LQWHQGHG�WR�EH�UHWURVSHFWLYH�LQ�QDWXUH�DQG�IXUWKHUPRUH��TXHVWLRQV�ZHUH�SRVHG�RQ�ZKHWKHU
WKHVH�SUDFWLFHV�KDG�EHHQ�RU�ZHUH�FKDQJLQJ�LQ�WKH�UHVSHFWLYH�FRPPXQLWLHV��7KH�GDWD�RQ
WUDLWV�XVHG�KHUH�SHUWDLQ�WR�WUDLWV�WKDW�KDYH�QRW�FKDQJHG�RYHU�WKH�SHULRG��,W�LV�DOVR�VWULNLQJ
KRZ�VORZ�FXOWXUDO�SUDFWLFHV�DUH�WR�FKDQJH��IRU�H[DPSOH��DJH�DW�PDUULDJH�KDV�FKDQJHG�LQ
PDQ\�FRPPXQLWLHV�EXW�HYHQ�KHUH��WKH�SDFH�RI�FKDQJH�KDV�EHHQ�YHU\�VORZ��,W�LV�SRVVLEOH�
RI� FRXUVH�� WKDW� WKH� LPSDFW�RI� WKHVH�QRUPV�DQG� WUDLWV� KDV� EHHQ� FKDQJLQJ� RYHU� WLPH� DQG
LQGHHG�� WKLV� LV� RI� YLWDO� LQWHUHVW� LQ� WKLV� VWXG\�� %\� H[SOLFLWO\� FRQVLGHULQJ� WKH� LQWHUDFWLRQ
EHWZHHQ� FXOWXUDO� WUDLWV� DQG� FRQVXPSWLRQ� OHYHOV� DQG� OLWHUDF\� OHYHOV� RYHU� WLPH�� WKLV� LV
DOORZHG�IRU��DW�OHDVW�YLD�FKDQJLQJ�VRFLRHFRQRPLF�FLUFXPVWDQFHV�16

7KH�YDULDWLRQ� LQ�FXOWXUDO� WUDLWV� DFURVV� ,QGLD� LV� VKRZQ� LQ�7DEOH����$V� LV� FOHDU�� QRUWKHUQ
6WDWHV� FOHDUO\� DUH� DVVRFLDWHG� ZLWK� ERWK� SDWULORFDO� H[RJDP\� �ORZ� OHYHOV� RI� QHR�ORFDO
H[RJDP\���KLJK�QRUPV�RI�PDOH� LQKHULWDQFH��.DQ\DGDQ�PDUULDJHV�DQG�GRZU\�SD\PHQWV
DV�ZHOO� DV� ORZHU� OHYHOV�RI� IHPDOH� DXWRQRP\��7KLV� LV� FORVHO\� SDUDOOHOHG� E\� WKH�%LPDUX
VWDWHV��ZLWK� WKH� H[FHSWLRQ� RI� WKH� YDULDEOHV� FDSWXULQJ� IHPDOH� DXWRQRP\��ZKLFK� DSSHDUV
KLJKHU�LQ�WKH�%LPDUX�VWDWHV�

'LYRUFH�ZLWK�VRFLDO�DSSURYDO�LV�OHDVW� OLNHO\�LQ�WKH�QRUWK�DQG�VRXWK��UHODWLYH�WR�WKH�ZHVW
DQG�%LPDUX��+RZHYHU��WKH�NH\�YDULDEOH�WKDW�FDSWXUHV�ZKHWKHU�ZRPHQ�KDYH�DQ\�FRQWURO
RYHU�VSHQGLQJ�VXJJHVWV�WKDW�WKH�WUDGLWLRQDO�GLYLGH�EHWZHHQ�QRUWK�DQG�%LPDUX�FRPSDUHG
WR�WKH�VRXWK�KROGV�KHUH��7KLV� LV�DOVR�TXLWH�GLIIHUHQW�IURP�ZKHWKHU�ZRPHQ�FRQWULEXWH�WR
LQFRPH��ZRPHQ� DUH� DOORZHG� WR� GR� VR� LQ� WKH� %LPDUX� VWDWHV� �UHODWLYH� WR� WKH� QRUWK�� EXW
WUDGLWLRQDOO\�UHWDLQ�OLWWOH�FRQWURO�RYHU�WKH�SXUVH�VWULQJV��7KHUH�DUH�DOVR�VWURQJ�YDULDWLRQV
LQ� WKH� SUDFWLFH� RI� VHFOXVLRQ� �FDSWXUHG� KHUH� E\� ZKHWKHU� ZRPHQ� WUDGLWLRQDOO\� FRQILQH
WKHPVHOYHV�WR�KRXVHZRUN���$JDLQ��WKLV�LV�KLJKHVW�LQ�WKH�QRUWK��IROORZHG�E\�WKH�HDVW��7KH
SD\PHQWV�RI�GRZULHV��LQ�H[FOXVLRQ�WR�RWKHU�H[FKDQJHV��LV�WKH�GRPLQDQW�WUDLW�LQ�WKH�QRUWK
DQG�LV�FOHDUO\�FRUUHODWHG�ZLWK�WKH�FXVWRPV�RI�PDOH�LQKHULWDQFH��SDWULORFDO�H[RJDP\�DQG
.DQ\DGDQ�PDUULDJHV�� %ULGH�SULFH� SD\PHQWV� DUH�PRUH� WKH� QRUP� LQ� WKH� VRXWK�� HDVW� DQG
ZHVW� EXW� KHUH� FXVWRPV� RI� GRZU\� SD\PHQWV� RIWHQ� FR�H[LVW� ZLWK� EULGH�SULFH�17� $IILQDO
PDUULDJHV� DUH�PRUH� WKH�QRUP� LQ� WKH� VRXWK� DQG�ZHVW� DQG� DUH� UHODWLYHO\� UDUH� HOVHZKHUH�
7KH�UROH�RI�VXFK�PDUULDJHV�LQ�UHJXODWLQJ�IHUWLOLW\�LV�GHEDWDEOH�EXW�LW�KDV�EHHQ�DUJXHG�WKDW
WR� WKH� H[WHQW� WKDW� WKH\� DUH� DOVR� FRQVLVWHQW� ZLWK� PDUULDJHV� EHWZHHQ� IDPLOLHV� RI� HTXDO
VWDWXV�� WKH\�RIIHU�PRUH� DXWRQRP\� WR� WKH�EULGH� WKDQ� WKH�K\SHUJDPRXV�PDUULDJHV� RI� WKH
QRUWK�

������������������������������������������������

�� $QRWKHU�ZD\�RI�YLHZLQJ� WKLV� LV� WR�FRQVLGHU� WKH�XQGHUO\LQJ�FXOWXUDO� WUDLWV� WR�EH�FRQVWDQW��EXW� WKDW� WKH
VRFLDO�QRUPV�DQG�WKHLU�LPSDFW�PD\�ZHOO�KDYH�EHHQ�FKDQJLQJ��WKURXJK�WKH�HIIHFWV�RI�FKDQJHV�LQ�VRFLR�
HFRQRPLF�FLUFXPVWDQFHV.

�� 7KHUH�LV�D�ODUJH�OLWHUDWXUH�VXJJHVWLQJ�WKDW�WKHVH�FXVWRPV�DUH�DOVR�FKDQJLQJ�UDSLGO\��FDOOHG�D�SURFHVV�RI
µ6DQVFULWLVDWLRQ¶� E\� 6ULQLYDV� DQG� RWKHUV�� +RZHYHU�� WKH� GDWD� XVHG� KHUH� SHUWDLQ� WR� WKH� SHUFHQWDJH� RI
FRPPXQLWLHV�WKDW�PDLQWDLQ�WKDW�WKH�FXVWRP�KDV�VHHQ�OLWWOH�FKDQJH�
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Table 2
Cultural traits: Percentage of communities (unweighted) in region with trait

South Bimaru North West East

Female autonomy/seclusion

Status of women is low 73 71 88 82 66

Women do only household work (seclusion) 10 17 43 18 29

Women contribute to family income 97 79 70 86 89

Divorce with social approval 57 71 51 66 70

Women have control over family expenditure 47 35 34 33 53

Patrilineal kinship (son-preference)

‘Kanyadan‘ marriages 21 44 64 31 43

Residence: patrilocal 85 98 92 91 87

Male inheritance 78 91 98 89 88

‘Gotra’ exogamy 3 17 28 8 34

Marriage payments

Only dowry paid 39 48 81 26 38

Marriage systems

Affinal marriages (cross-cousin etc) 39 9 4 25 12

Data: The Anthropological Survey of India.

� (FRQRPHWULF�PRGHO�DQG�UHVXOWV

7KHUH� DUH� WZR� PDLQ� SRLQWV� WR� FDUU\� DZD\� IURP� WKH� GLVFXVVLRQ� RI� KRZ� FXOWXUDO� WUDLWV
PLJKW� UHJXODWH� IHUWLOLW\� EHKDYLRXU� LQ� WKDW� WKHLU� HIIHFW� LV�PHGLDWHG� WKURXJK� YDULDEOHV� RI
HFRQRPLF�LQWHUHVW�VXFK�DV�KXPDQ�FDSLWDO�LQYHVWPHQW�DQG�LQFUHDVHG�LQFRPHV��EH\RQG�DQ\
GLUHFW� HIIHFW� RQ� IHUWLOLW\�� )XUWKHUPRUH�� LQ� WKLV� DQG� RWKHU� PRGHOV� RI� KXPDQ� FDSLWDO
LQYHVWPHQW�DQG�IHUWLOLW\��KXPDQ�FDSLWDO� LQYHVWPHQW�LV�HQGRJHQRXV�WR�IHUWLOLW\�EHKDYLRXU
DQG�PXVW�EH�WUHDWHG�DV�VR�

,Q�WKLV�VHFWLRQ��,�SUHVHQW�DQ�HFRQRPHWULF�WHVW�RI�WKH�UROH�RI�FXOWXUDO�WUDLWV��+RZHYHU��WKHUH
DUH� D� ODUJH� QXPEHU� RI� WUDLWV� DQG� RQO\� OLPLWHG� QXPEHU� RI� REVHUYDWLRQV� DYDLODEOH�� ,Q
SDUWLFXODU��WKH�GDWD�DUH�DYDLODEOH�IRU����VWDWHV��LQGH[HG�E\�L��DQG����\HDUV��LQGH[HG�E\�W��
FRYHULQJ� WKH� SHULRG� ��������� $V� D� ILUVW� VWHS�� LW� LV� XVHIXO� WR� LPSRVH� UHODWLYHO\� OLWWOH
VWUXFWXUH�RQ�WKH�UROH�RI�WKH�FXOWXUDO�WUDLWV��WR�GLVFRYHU�ZKHWKHU�WKH\�KDYH�DQ\�H[SODQDWRU\
UROH�DW�DOO��7R�GR�WKLV��OHW�7)5LW�GHQRWH�WKH��ORJDULWKP��RI�WKH�WRWDO�IHUWLOLW\�SHULRG�LQ�VWDWH
L� DQG� \HDU� W�� 7KH� HPSLULFDO� PRGHO� FRUUHVSRQGLQJ� WR� WKH� VLPSOHVW� WHVW� RI� WKH� WKHRU\
GLVFXVVHG�HDUOLHU�VXJJHVWV�WKH�IROORZLQJ�IRUPXODWLRQ��ZKHUH�WRWDO�IHUWLOLW\�RYHU�WLPH�DQG
DFURVV�VWDWHV�LV�DVVXPHG�WR�GHSHQG�RQ�OLWHUDF\�18�LQFRPHV��FRQVXPSWLRQ�SHU�FDSLWD��DQG
WKH�UHWXUQV�WR�ODERXU��FDSWXUHG�E\�WKH�DPRXQW�RI�LUULJDWHG�ODQG���7KH�UHJUHVVLRQ�FRQWUROV

������������������������������������������������

�� 7KH�GLVFXVVLRQ�KHQFHIRUWK�LV�FRQILQHG�WR�IHPDOH�OLWHUDF\��,QWURGXFLQJ�DYHUDJH�OHYHOV�RI�PDOH�OLWHUDF\
FRQIXVHV�WKH�LVVXH�VLQFH�DW�WKLV�DJJUHJDWH�OHYHO��WKH�YDULDEOHV�DUH�KLJKO\�FRUUHODWHG��SDUWLFXODUO\�VLQFH
WKH�YDOXHV�KDYH�WR�EH�LQWHUSRODWHG�EHWZHHQ�FHQVXVHV�
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IRU�KHDOWK�HQGRZPHQWV� �LQIDQW�PRUWDOLW\��DQG� WKH�HQGRZPHQWV�RI�SXEOLF�JRRGV� �SXEOLF
KHDOWK� H[SHQGLWXUH� SHU� FDSLWD��� DV� ZHOO� DV� IL[HG� HIIHFWV� DQG� D� WLPH� WUHQG�� 0RQHWDU\
YDULDEOHV�DUH�H[SUHVVHG�LQ�UHDO�WHUPV��DW���������SULFHV��VHH�'DWW�HW�DO��IRU�GHWDLOV��

TFRit= bi1(female literacy)i + bi2(mean consumption)i+bi3(infant mortality)

+bi4(health expenditure p.c.)+bi5(land)+dI(time trend)

+mi(state-level effects) +eit   (8)

$OO�YDULDEOHV�DUH�H[SUHVVHG�LQ�ORJDULWKPV��1RWH�WKDW�WKH�FRHIILFLHQWV�DUH�LQGH[HG�E\�L��VR
WKDW�WKH\�FDSWXUH�WKH�YDULDWLRQ�DFURVV�VWDWHV��GHQRWHG�E\�L��LQ�UHVSRQVH�WR�FKDQJHV�LQ�WKH
YDULDEOHV��7KLV�LV�WKH�PRVW�JHQHUDO�VSHFLILFDWLRQ�HPSOR\HG�WR�WHVW�WKH�K\SRWKHVLV�WKDW�WKH
HODVWLFLW\�RI�IHUWLOLW\�ZLWK�UHVSHFW�WR�WKH�RWKHU�YDULDEOHV�YDULHV�DFURVV�VWDWHV�DQG�VXEVXPHV
DQ\�GLIIHUHQFHV� LQ�FXOWXUDO�GLIIHUHQWLDWRUV� WKDW�PLJKW�DIIHFW�GLIIHUHQFHV� LQ� IHUWLOLW\��7KH
ILUVW� VWHS� LV� WR� H[DPLQH�ZKHWKHU� WKLV� LV� SODXVLEOH�� DQG� LW� DPRXQWV� WR� UXQQLQJ� VHSDUDWH
UHJUHVVLRQV� E\� VWDWH�� ,Q� WKHVH� UHJUHVVLRQV� OLWHUDF\� DQG� LQIDQW� PRUWDOLW\� ZHUH� ERWK
LQVWUXPHQWHG�IRU��XVLQJ�WKH�KHDGFRXQW�LQGH[�RI�SRYHUW\��GDWD�RQ�UDLQIDOO��H[SHQGLWXUHV�RQ
HGXFDWLRQ�DQG�PHDVXUHV�RI�LQIUDVWUXFWXUH�VXFK�DV�URDGV�DQG�LUULJDWLRQ��,W�ZDV�FOHDU�IURP
GRLQJ� VR� WKDW� WKHUH� LV� D� FHUWDLQ� DPRXQW� RI� SRROLQJ� SRVVLEOH� DQG� LQ� SDUWLFXODU�� LW� LV
SRVVLEOH�WR�UHVWULFW�LW�WR�FKDQJLQJ�HODVWLFLWLHV�ZLWK�UHVSHFW�WR�FRQVXPSWLRQ�DQG�OLWHUDF\²
WZR�RI�WKH�NH\�YDULDEOHV�RI�LQWHUHVW�LQ�XQGHUVWDQGLQJ�WKH�UROH�RI�VRFLRHFRQRPLF�YDULDEOHV
RQ�IHUWLOLW\��7KH�WDEOH�EHORZ�SURYLGHV�HODVWLFLWLHV�DJJUHJDWHG�E\�UHJLRQ�WKDW�GHPRQVWUDWH
KRZ�WKH�UHVSRQVH�RI�IHUWLOLW\�YDULHV�DFURVV�UHJLRQV�

7KH�HODVWLFLW\�RI�IHUWLOLW\�WR�OLWHUDF\�LV�VLJQLILFDQWO\�GLIIHUHQW�DFURVV�UHJLRQV�DQG�LV�KLJK
LQ�WKH�VRXWK�UHODWLYH�WR�WKH�RWKHU�UHJLRQV��,W�LV�QRW�VLJQLILFDQWO\�GLIIHUHQW�IURP�]HUR�LQ�WKH
%LPDUX�VWDWHV�DQG�LQ�WKH�HDVW��7KH�HODVWLFLW\�RI�IHUWLOLW\� WR�FRQVXPSWLRQ�LV�KLJK�LQ�ERWK
QRUWK� DQG� HDVW�� IROORZHG� E\� WKH�%LPDUX�� KRZHYHU�� LQ� WKH� VRXWK� DQG� WKH�ZHVW� UHJLRQV�
WKHUH� LV� OLWWOH� UHVSRQVH� WR� FKDQJHV� LQ� FRQVXPSWLRQ�� 7KH� UHVXOWV� SURYLGH� JURXQGV� IRU
H[SORULQJ� WKLV� YDULDWLRQ� IXUWKHU�� DQG� XQSDFNLQJ� WKHVH� HIIHFWV� XVLQJ� WKH� YDULDWLRQ� LQ
FXOWXUDO�WUDLWV�DFURVV�VWDWHV�

7R� GR� VR�� DQG� JLYHQ� WKDW� RQO\� D� UHODWLYHO\� OLPLWHG� QXPEHU� RI� GHJUHHV� RI� IUHHGRP� DUH
DYDLODEOH�JLYHQ�WKH�VPDOO�GDWD�VHW��WKH�UHJUHVVLRQV�FRXOG�QRW�XVH�DOO�YDULDEOHV�GHVFULEHG
LQ� 7DEOH� �� VHSDUDWHO\�� ,QVWHDG�� VRPH� FRPELQDWLRQV� RI� WUDLWV� �VLPSOH� DYHUDJHV��� LQ
SDUWLFXODU� ILYH�� ZHUH� XVHG�� 7KH� FKRLFH� RI� JURXSV� ZDV� EDVHG� RQ� WKH� GLVFXVVLRQ� LQ
VHFWLRQ���� WDNLQJ� LQWR� DFFRXQW� WKDW� VRPH� YDULDEOHV� ZLWKLQ� HDFK� VXE�JURXS� KDG� TXLWH
GLIIHUHQW�SDWWHUQV� DFURVV� UHJLRQV�� ,Q�SDUWLFXODU�� VHFOXVLRQ�� DIILQDO�PDUULDJHV� DQG� GRZU\
ZHUH� XVHG� VHSDUDWHO\�� ZKLOH� RWKHUZLVH� WKH� JURXSV� RI� YDULDEOHV� GHVFULELQJ� SDWULOLQHDO
UHODWLRQVKLSV�DQG�IHPDOH�DXWRQRP\�ZHUH�DYHUDJHG�
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Table 3
 Elasticities of fertility with respect to consumption and literacy across regions

Regions
Elasticity of fertility

with respect to consumption
Elasticity of fertility

with respect to female literacy

East -0.49* -0.04

South -0.11 -0.84*

Bimaru -0.21* 0.13

North -0.64* -0.43*

West -0.09 -0.33*

Note: * denotes significance of at least 5 per cent.

(TXDWLRQ� ���� ZDV� UH�HVWLPDWHG�� EXW� WKLV� WLPH� DOORZLQJ� WKH� FRHIILFLHQWV� WR� EH� FRQVWDQW
DFURVV� VWDWHV� DQG� FDSWXULQJ� WKH� LQWHUVWDWH� YDULDWLRQ� E\� LQWURGXFLQJ� LQWHUDFWLRQ� WHUPV
EHWZHHQ�WKH�YHFWRU�RI�WUDLWV�RQ�WKH�RQH�KDQG�DQG�IHPDOH�OLWHUDF\�DQG�PHDQ�FRQVXPSWLRQ
RQ� WKH� RWKHU�� 'HQRWLQJ� g�� DQG� g�� DV� WKH� YHFWRU� RI� FRHIILFLHQWV� RQ� OLWHUDF\� DQG
FRQVXPSWLRQ��WKH�UHJUHVVLRQ�HVWLPDWHG�EHFRPHV�

TFRit= b1(female literacy)i + b2(mean consumption)i+g1(traits*female literacy)

+g2(traits*mean consumption)+b3(infant mortality)

+b4(health expenditure p.c.)+b5(land)

+d(share of population in urban areas)+mi+eit (9)

7KH� PRGHO� ZDV� HVWLPDWHG� ERWK� XVLQJ� IL[HG� �VWDWH�OHYHO�� DQG� UDQGRP� HIIHFWV�� ,Q� WKH
UDQGRP�HIIHFWV� PRGHO�� WKH� IL[HG� HIIHFWV� ZHUH� UHSODFHG� E\� WKH� FXOWXUDO� WUDLWV�� )LQDOO\�
FRQWUROV� IRU� WKH� SURSRUWLRQ� RI� WULEDO� DQG� VFKHGXOHG� FDVWH� SRSXODWLRQ� SHU� VWDWH� ZHUH
LQWURGXFHG�� VR� WKDW� DQ\� HIIHFW� RI� WUDLWV� GXH� WR� FRPSRVLWLRQ� RI� WKH� SRSXODWLRQ� DORQH� LV
DFFRXQWHG�IRU�

7HVWV�RI�WKH�VSHFLILFDWLRQ�ZHUH�FDUULHG�RXW��,W�ZDV�FOHDU�WKDW�WKH�%UHXVFK�DQG�3DJDQ�WHVW
IRU�UDQGRP�HIIHFWV�ILUPO\�UHMHFWHG�WKH�QXOO�K\SRWKHVLV�WKDW�WKH�HIIHFWV�ZHUH�]HUR��ZKLOH
WKH�+DXVPDQ� WHVW� IRU� HTXDOLW\�RI� UDQGRP�DQG� IL[HG� HIIHFWV� FRHIILFLHQWV�� DVVXPLQJ� WKDW
WKH�PRGHO�LV�FRUUHFWO\�VSHFLILHG��VXJJHVWHG�WKDW�WKH�QXOO�K\SRWKHVLV�RI�HTXDO�FRHIILFLHQWV
ZDV�DOVR�UHMHFWHG�19�7KLV�LQ�WXUQ�SURPSWHG�WKH�HVWLPDWLRQ�RI�D�IXOO�EORZQ�UDQGRP�HIIHFWV
PRGHO�ZLWK� LQWHUDFWLRQV�EHWZHHQ� FRQVXPSWLRQ� DQG� WUDLWV� DV�ZHOO� DV� OLWHUDF\� DQG� WUDLWV�
7KH�UHVXOWV�IRU� WKH� ILUVW�VWDJH�HVWLPDWLRQ�RI� LQIDQW�PRUWDOLW\� UDWHV�DQG� OLWHUDF\�UDWHV� �DV
LQVWUXPHQWHG�LQ�ILQDO�UHJUHVVLRQV��DQG�WKH�UDQGRP�HIIHFWV�HVWLPDWHV�RI�WKH�PRGHO�DERYH
DUH� SUHVHQWHG� LQ� 7DEOHV� �� DQG� ��� 7KH� UDQGRP�HIIHFWV� UHJUHVVLRQ� ZDV� HVWLPDWHG� E\
JHQHUDOL]HG� PHWKRG� RI� PRPHQWV� �*00�� DQG� DOORZV� IRU� IHPDOH� OLWHUDF\� DQG� LQIDQW
PRUWDOLW\�WR�EH�LQVWUXPHQWHG�IRU�

������������������������������������������������

�� 7KH�+DXVPDQ�WHVW�YDOXHV�DUH�VPDOO�LQ�FRPSDULVRQ�ZLWK�WKH�%UHXVFK±3DJDQ�DQG�KHQFH�D�UDQGRP�HIIHFWV
VSHFLILFDWLRQ�ZDV�FKRVHQ��+RZHYHU�� WKH� IL[HG�HIIHFWV� VSHFLILFDWLRQ�ZDV� DOVR� HVWLPDWHG� DQG� WKH� IL[HG
HIIHFWV�UHJUHVVHG�RQ�WKH�NH\�FXOWXUDO�WUDLWV��7KH�HVWLPDWHG�YDOXHV�ZHUH�VLPLODU�WR�WKRVH�LQ�WKH�UDQGRP
HIIHFWV�UHJUHVVLRQV�
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Table 4
First stage regression for infant mortality and female literacy

Infant mortality Female literacy

coefficient p-value coefficient p-value

% of population in urban areas -1.62 0.00 1.01 0.00

Mean consumption 0.15 0.36 -0.31 0.59

Headcount poverty index 0.32 0.00 -0.23 0.14

Roads density -0.06 0.00 0.22 0.05

Annual rainfall (mm) -0.02 0.01 0.08 0.24

Development spending p.c. -20.2 0.00 4.51 0.49

Agricultural real wage -0.11 0.00 0.19 0.17

Constant 2.84 0.00 -0.42 0.85

groups=15 n=331 R2=0.61 n=60 R2 = 0.49

7KH� ILUVW�VWDJH� UHJUHVVLRQV� GHPRQVWUDWH� WKDW� WKH� LQVWUXPHQWV� XVHG�ZRUN� UDWKHU�ZHOO� LQ
SUHGLFWLQJ�ERWK�OLWHUDF\�DQG�LQIDQW�PRUWDOLW\�UDWHV��ZLWK�WKH�ODWWHU�REWDLQLQJ�WKH�EHWWHU�ILW�
7KH�UHJUHVVLRQV�DUH�RI�VRPH�LQWHUHVW� LQ�WKHPVHOYHV��IRU� WKH\�DOVR�SURYLGH�VRPH�LQVLJKW
LQWR� WKH� YDULDEOHV� WKDW� PDWWHU� LQ� GHWHUPLQLQJ� WKHVH� RXWFRPHV�� 'HYHORSPHQW� VSHQGLQJ
�ZKLFK� LQFOXGHV�ERWK�KHDOWK�DQG�HGXFDWLRQ�VSHQGLQJ��KDV�D� VLJQLILFDQW�HIIHFW�RQ� LQIDQW
PRUWDOLW\� EXW� OLWWOH� LPSDFW� RQ� IHPDOH� OLWHUDF\�� +RZHYHU�� WKH� VKDUH� RI� WKH� XUEDQ
SRSXODWLRQ�� WKH� VSHQGLQJ� RQ� URDGV� DQG� WKH� UHDO� ZDJH� WR� DJULFXOWXUDO� ODERXU� KDV� D
VLJQLILFDQW� LPSDFW� RQ� ERWK� YDULDEOHV��0HDQ� FRQVXPSWLRQ� KDV� QR� LPSDFW� RQ� HLWKHU� EXW
KLJKHU�SRYHUW\�OHYHOV�DUH�SRVLWLYHO\�UHODWHG�WR�OHYHOV�RI� LQIDQW�PRUWDOLW\��&OHDUO\��VWDWH�
OHYHO� LQWHUYHQWLRQV� KDYH� DQ� LPSDFW� RQ� LQIDQW�PRUWDOLW\� EXW� OHVV� VR� RQ� IHPDOH� OLWHUDF\�
+RZHYHU�� LW� VKRXOG� EH� QRWHG� WKDW� WKH� UHJUHVVLRQ� RQ� IHPDOH� OLWHUDF\� XVHV� IDU� IHZHU
REVHUYDWLRQV��XQOLNH�WKH�GDWD�RQ�LQIDQW�PRUWDOLW\��WKLV�LV�RQO\�DYDLODEOH�IRU�FHQVXV�\HDUV�
DQG�KHQFH��VWDQGDUG�HUURUV�DUH�FRQVLGHUDEO\�KLJKHU�DV�D�FRQVHTXHQFH�

7KH�ILQDO�UHJUHVVLRQ�LV�SUHVHQWHG�LQ�7DEOH����,W�REWDLQV�WKH�HVWLPDWHV�RI�D�UDQGRP�HIIHFWV
UHJUHVVLRQ�HPSOR\LQJ�WKH�WUDLWV�DQG�WKH�LQWHUDFWLRQV�EHWZHHQ�WKH�WUDLWV�DQG�WKH�YDULDEOHV�
OLWHUDF\�DQG�FRQVXPSWLRQ��7KH�VRFLRHFRQRPLF�YDULDEOHV�KDYH�VLJQLILFDQW�GLUHFW�HIIHFWV�
H[FHSW� IRU� IHPDOH� OLWHUDF\� ZKLFK� LV� ZHDN�� 0HDQ� FRQVXPSWLRQ� KDV� D� VWURQJ� DQG
VLJQLILFDQWO\�QHJDWLYH�LPSDFW�RQ�WKH�WRWDO�IHUWLOLW\�UDWH�

7KH�FXOWXUDO�WUDLWV�DSSHDU�WR�KDYH�HIIHFWV�LQ�OLQH�ZLWK�RXU�VLPSOH�WKHRUHWLFDO�IUDPHZRUN
DQG� WKLV� LV�GHPRQVWUDWHG�PRUH� FOHDUO\� LQ�7DEOH����ZKLFK�SUHVHQWV� WKH�PDUJLQDO� HIIHFWV
FDOFXODWHG� DW� GLIIHUHQW� YDOXHV� RI� FRQVXPSWLRQ� DQG� OLWHUDF\�� 1RWH� WKDW� WKH\� DUH� ODUJHO\
FRQVLVWHQW� ZLWK� WKH� PRGHO� SUHVHQWHG� HDUOLHU�� 3DWULOLQHDO� NLQVKLS�� E\� SURPRWLQJ� VRQ�
SUHIHUHQFH�� LQFUHDVHV� IHUWLOLW\²DQG� ZKLOH� WKLV� HIIHFW� LV� PLWLJDWHG� DV� OLWHUDF\� ULVHV�
JURZWK� LQ� FRQVXPSWLRQ� DFWXDOO\� UHLQIRUFHV� LWV� SRVLWLYH� HIIHFWV�� )HPDOH� DXWRQRP\� DQG
DIILQDO� PDUULDJHV� UHGXFH� IHUWLOLW\�� 'RZU\� UDLVHV� IHUWLOLW\²EXW� LWV� HIIHFWV� IDOO� DV
FRQVXPSWLRQ�DQG�OLWHUDF\�LQFUHDVH��)LQDOO\��IHPDOH�VHFOXVLRQ�RQ�LWV�RZQ��E\�UHGXFLQJ�WKH
QHW� UHWXUQ� WR� JLUOV�� KDV� D� QHJDWLYH� HIIHFW� RQ� IHUWLOLW\�� +RZHYHU�� WKLV� HIIHFW� LV� ZHDNHU
ZKHUH�FRQVXPSWLRQ�LV�KLJK��ZKLFK�LV�FRQVLVWHQW�ZLWK�WKH�H[SODQDWLRQV�RIIHUHG�HDUOLHU�
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Table 5
GMM random-effects regression total fertility rate, 1970-93

Variables coefficient p-value

Socioeconomic variables

Share in urban areas -0.01 0.00

Time trend 0.12 0.21

Road density per capita -0.05 0.30

Female literacy (instrumented) -1.28 0.47

Real health and education spending per capita -0.06 0.00

Mean consumption per capita -10.67 0.00

Infant mortality rate (instrumented) 0.22 0.14

Land per capita 0.03 0.38

Patrilineal kinship (patrilocal exogamy, male inheritance only, Kanyadan)

Patrilineal kinship -8.35 0.02

Patrilineal kinship * female literacy -0.85 0.02

Patrilineal kinship * mean consumption 2.83 0.00

Female autonomy (approval of divorce; female control over spending)

Female autonomy -1.78 0.15

Female autonomy * female literacy -0.45 0.18

Female autonomy * mean consumption 0.05 0.93

Female seclusion (women only work at home)

Female seclusion -0.95 0.16

Female seclusion * female literacy 0.08 0.15

Female seclusion * mean consumption 0.14 0.13

Affinal marriages (cross-cousin and other consanguineal marriages)

Affinal marriages -1.33 0.00

Affinal marriages * female literacy -0.30 0.00

Affinal marriages * consumption 0.51 0.00

Dowry (only dowry is paid)

Dowry 2.29 0.00

Dowry * female literacy 0.08 0.52

Dowry * mean consumption -0.30 0.01

Controls for scheduled caste and tribe by state

Breusch-Pagan LM test for random effects  71.2 (0.00)

Hausman test of specification of fixed effects  24.0 (0.03)

n=331, 15 groups  overall R2=0.75

Source: Cultural traits from the Anthropological Survey of India.
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,W�LV�FOHDU�WKDW�PXFK�RI�WKH�LPSDFW�RI�ERWK�OLWHUDF\20�DQG�FRQVXPSWLRQ�ZRUN�WKHLU�HIIHFWV
WKURXJK� WKH� FXOWXUDO� WUDLWV�� 0RVW� RI� WKHVH� HIIHFWV� DUH� VLJQLILFDQW� DW� OHDVW� ���SHU�FHQW�
)HPDOH�OLWHUDF\�UHGXFHV�IHUWLOLW\�PRUH�LQ�DUHDV�ZLWK�SDWULOLQHDO�NLQVKLS�RU�VRQ�SUHIHUHQFH�
VXJJHVWLQJ�DQ�HPDQFLSDWLQJ�HIIHFW��)HPDOH�DXWRQRP\�DQG�DIILQDO�PDUULDJHV� UHVXOW� LQ�D
ODUJHU� UHGXFWLRQ� LQ� IHUWLOLW\� YLD� IHPDOH� OLWHUDF\²LQ� OLQH� ZLWK� PRUH� RSSRUWXQLWLHV� IRU
ZRPHQ�LQ�VXFK�FRQWH[WV��+LJKHU�LQFRPH�OHYHOV�UHVXOW�LQ�D�ORZHU�IHUWLOLW\�GHFOLQH�LQ�DUHDV
ZLWK� KLJK� IHPDOH� VHFOXVLRQ� DQG� VRQ�SUHIHUHQFH�� L�H�� LQ� WKHVH� DUHDV� WKH� GHPRJUDSKLF
WUDQVLWLRQ� YLD� JURZWK� ZRXOG� EH� PRUH� OLPLWHG�� &OHDUO\�� DOO� WKHVH� HIIHFWV� DUH� YHU\
VXJJHVWLYH��,I�DQ\WKLQJ��WKH\�VKRZ�KRZ�FXOWXUDO�WUDLWV�KDYH�D�VWURQJ�LPSDFW�RQ�WKH�ZD\
VRFLRHFRQRPLF�YDULDEOHV�DIIHFW�IHUWLOLW\�

%XW� KRZ� LPSRUWDQW� DUH� WKHVH� HIIHFWV"� ,QGHHG�� IURP�7DEOH� ��� LW� LV� KDUG� WR� VHH�ZKHWKHU
WKHVH� FXOWXUDO� WUDLWV� DUH� PRUH� LPSRUWDQW� WKDQ� WKH� WUDGLWLRQDO� H[SODQDWLRQV� RI� IHUWLOLW\
GLIIHUHQFHV�LQ�JHQHUDO�DQG�VSHFLILFDOO\�LQ�,QGLD��LQFRPH�DQG�IHPDOH�OLWHUDF\��,�ZLOO�QRZ
WU\�WR�TXDQWLI\� WKLV��7KH�ILQDO� WDEOH�SUHVHQWV� WKH� UHVXOWV�RI�D�VLPXODWLRQ�H[HUFLVH�ZKLFK
H[DPLQHV� ZKDW� WKH� FRXQWHUIDFWXDO� LQFUHDVH� LQ� WKH� WRWDO� IHUWLOLW\� UDWH� ZRXOG� EH� LI� WKH
GLIIHUHQW� UHJLRQV� ZHUH� HQGRZHG� ZLWK� WKH� PHDQ� OHYHO� RI� OLWHUDF\� RU� FRQVXPSWLRQ� RU
FXOWXUDO� WUDLWV�� KROGLQJ� RWKHU� YDULDEOHV� FRQVWDQW� DW� WKH� VWDWH�OHYHO�PHDQV�� ,W� DOORZV� WKH
GHFRPSRVLWLRQ�RI�WKH�FKDQJHV�LQ�IHUWLOLW\�RYHU�WLPH�DQG�DFURVV�VWDWHV�WR�EH�DWWULEXWHG�WR
WKH�VWUHQJWK�RI�SDUWLFXODU�VRFLRHFRQRPLF�FRQGLWLRQV�RU�WUDLWV�RI�UHJLRQV�

Table 6
Marginal effects of cultural traits evaluated at minimum and mean values of (ln) consumption

and female literacy

Traits Marginal effect at minimum Marginal effect at mean

Patrilineal kinship 0.28 1.52

Female seclusion -0.25 -0.12

Affinal marriages -0.93 -1.30

Female autonomy -1.60 -1.98

Dowry 1.92 1.69

7KH�ILUVW�IRXU�URZV�SUHVHQW�WKH�LPSDFW�RQ�WKH�OHYHOV�RI�WKH�WRWDO�IHUWLOLW\�UDWH��ZKLOH�WKH
ODVW�WKUHH�REWDLQ�WKH�SHUFHQWDJH�HIIHFW���7KH�IRXUWK�URZ�REWDLQV�WKH�HIIHFW�RI�GHYLDWLRQV
RI� WKH� UHJLRQDO� PHDQ� DFURVV� YDULDEOHV� IURP� WKH� QDWLRQDO� DQG� VR� SURYLGHV� D� VXPPDU\
HIIHFW��� )RU� LQVWDQFH�� LI� WKH� QRUWK� �ZKLFK� KDV� VHHQ� VLJQLILFDQWO\� KLJKHU� FRQVXPSWLRQ
UHODWLYH� WR� WKH� UHVW� RI� ,QGLD�� KDG� H[SHULHQFHG� WKH� PHDQ� FRQVXPSWLRQ� OHYHO� RYHU� WKLV
SHULRG��IHUWLOLW\�UDWHV�ZRXOG�EH����SHU�FHQW�RU������KLJKHU�WKDQ�WKH\�KDYH�EHHQ��(TXDOO\�
LI�WKH�QRUWK�KDG�WKH�PHDQ�OHYHO�RI�FXOWXUDO�WUDLWV��WRWDO�IHUWLOLW\�UDWHV�ZRXOG�EH���SHU�FHQW
ORZHU�WKDQ�WKH\�DUH�WRGD\��ZKLOH�LI�WKH�VRXWK�KDG�EHHQ�KHOG�WR�WKH�GRPLQDQW�QRUPV�RI�WKH
FRXQWU\�DW�ODUJH��IHUWLOLW\�UDWHV�ZRXOG�EH����SHU�FHQW�KLJKHU� WKDQ�WKH\�DUH�� ,W� LV�VWULNLQJ
WKDW�OLWHUDF\�KDV�D�UHODWLYHO\�ORZ�LPSDFW�RQ�RXWFRPHV�UHODWLYH�WR�WKH�LPSRUWDQFH�RI�ERWK
FXOWXUDO� WUDLWV� DQG� OHYHOV� RI� FRQVXPSWLRQ�21� 7KH� EHWWHU� HGXFDWLRQDO� OHYHOV� LQ� WKH� VRXWK
������������������������������������������������

�� ,W�LV�GLIILFXOW�WR�DUJXH�WKDW�WKH�LPSDFW�RI�OLWHUDF\�LV�ODUJHO\�IHPDOH�OLWHUDF\�VLQFH�PDOH�OLWHUDF\�OHYHOV�DUH
QRW� LQFOXGHG� LQ� WKHVH� UHJUHVVLRQV�� 7R� WKH� H[WHQW� WKDW� WKH� JHQGHU� JDS� LQ� OLWHUDF\� LV� UHODWLYHO\� VWDEOH
ZLWKLQ�VWDWHV��LW�PD\�FDSWXUH�WKH�JHQHUDO�HIIHFW�RI�OLWHUDF\�UDWKHU�WKDQ�IHPDOH�OLWHUDF\�LQ�SDUWLFXODU�

�� 7KHVH�FDOFXODWLRQV�LJQRUH�WKH�LQGLUHFW�HIIHFW�RQ�IHUWLOLW\�YLD�LQIDQW�PRUWDOLW\��ZKLFK�DUH�DOVR�DIIHFWHG�E\
OLWHUDF\��6WLOO��WKH�RYHUDOO�HIIHFW�LV�UHODWLYHO\�VPDOO��FRPSDUHG�WR�WKH�HIIHFWV�YLD�FXOWXUDO�WUDLWV�



��

RQO\�DFFRXQW�IRU�D���SHU�FHQW�GHFOLQH�LQ�IHUWLOLW\��RU�WKH�ZRUVH�OHYHOV�LQ�%LPDUX�IRU���SHU
FHQW��5HODWLYHO\�KLJK�LQFRPHV�DQG�FRQVXPSWLRQ�FRQWULEXWHG�VXEVWDQWLDOO\�LQ�WKH�HDVW�DQG
QRUWK��%XW� LQ�ZHVW�DQG�HVSHFLDOO\� LQ� WKH�VRXWK�� WKH�FRQWULEXWLRQ�RI� WKH� FXOWXUDO� WUDLWV� LV
PRVW� LPSRUWDQW� IRU� WKH� UHODWLYHO\� ORZHU�REVHUYHG� OHYHOV�RI� IHUWLOLW\��ZKLOH�D� VXEVWDQWLDO
SDUW� RI� WKH� UHODWLYHO\� KLJK� IHUWLOLW\� OHYHO� LQ� %LPDUX� LV� DFFRXQWHG� IRU� E\� FXOWXUDO� WUDLWV
HQFRXUDJLQJ�KLJK�IHUWLOLW\�

Table 7
Consumption, literacy and cultural traits:

Simulation results (using intertemporal means per region)

East South Bimaru North West

Actual mean total fertility rate 3.20 3.27 4.58 3.64 3.16

Counterfactual increase in TFR (level)

Using mean consumption 0.26 -0.03 -0.01 0.50 0.00

Using mean literacy -0.07 0.09 -0.08 0.07 0.03

Using mean cultural traits -0.07 0.60 -0.54 -0.24 0.54

National minus regional mean 0.06 0.89 -1.32 -0.37 0.11

Counterfactual increase in TFR (in %)

Using mean consumption 7 -1 0 14 0

Using mean literacy 2 3 -2 2 1

Using mean cultural traits -2 25 -12 -6 18

� &RQFOXVLRQV

7KH� UHVXOWV� LQ� WKLV�SDSHU� KDYH� FRQILUPHG� VRPH�RI� WKH� FRQYHQWLRQDO�ZLVGRP� UHJDUGLQJ
IHUWLOLW\� LQ� ,QGLD²EXW� KDYH� DOVR� XQGHUPLQHG� VRPH� RI� WKH� ODUJHU� FODLPV�PDGH� IRU� WKH
HIIHFW�RI�LQYHVWPHQW�LQ�KXPDQ�FDSLWDO�DORQH��7KH�UHVXOWV�VKRZ�WKDW�VWDQGDUG�H[SODQDWLRQV
IRU� IHUWLOLW\� DQG� REVHUYHG� WUDQVLWLRQV� PDWWHU� LQ� ,QGLD� DV� ZHOO� DV� HOVHZKHUH�� (FRQRPLF
JURZWK� �DV� SUR[LHG� E\� LQFUHDVHV� LQ� PHDQ� FRQVXPSWLRQ�� GRHV� PDWWHU� IRU� GHFOLQHV� LQ
IHUWLOLW\� RYHU� WLPH�� ,QYHVWPHQW� LQ� KXPDQ� FDSLWDO� DOVR� FRQWULEXWHV� WR� ORZHU� IHUWLOLW\�
+RZHYHU�� LW�ZDV� QRWHG� WKDW�PXFK�RI� WKH� LQWHUUHJLRQDO� IHUWLOLW\� GLIIHUHQFHV� DQG� FKDQJH
FDQQRW� EH� DFFRXQWHG� IRU� E\� WKHVH� YDULDEOHV�� IL[HG� GLIIHUHQFHV� EHWZHHQ� UHJLRQV� DQG
UHJLRQDO� WUHQGV� DUH� LPSRUWDQW� DV� ZHOO�� $OVR�� WKH� PHFKDQLVP� RI� WKH� WUDQVPLVVLRQ� RI
KXPDQ�FDSLWDO�DQG� LQFRPH�LQFUHDVHV�RQWR� ORZHU� IHUWLOLW\�DUH�FOHDUO\�VSHFLILF� WR� UHJLRQV
DQG�FRPPXQLWLHV�

,Q� WKLV� SDSHU�� ,� KDYH� DUJXHG� WKDW� LQIRUPDWLRQ� RQ� FXOWXUDO� WUDLWV� FDQ� DFFRXQW� IRU� D
VXEVWDQWLDO�SDUW�RI� WKHVH�XQH[SODLQHG�GLIIHUHQFHV��7KH�NH\�LVVXH�UDLVHG�E\�WKLV�SDSHU� LV
ZKHWKHU�VRFLRHFRQRPLF�YDULDEOHV�RI�LQWHUHVW�DUH�PHGLDWHG�E\�FXOWXUDO�WUDLWV�LQ�WKHLU�HIIHFW
RQ� IHUWLOLW\�DQG� WKH�DQVZHU� LV�D�GHILQLWH� \HV��7R�VKRZ� WKLV�� ,� XVHG� D�XQLTXH�GDWDVHW� RQ
FXOWXUDO� WUDLWV� FROOHFWHG� E\� WKH�$QWKURSRORJLFDO� 6XUYH\� RI� ,QGLD�ZKLFK� RIIHUV� D� ULFKHU
H[SODQDWLRQ�RI�GLIIHUHQFHV�LQ�WRWDO�IHUWLOLW\�RYHU�WLPH�DQG�DFURVV�VWDWHV�

,W�ZDV�IRXQG�WKDW�ERWK�OLWHUDF\�DQG�PHDQ�FRQVXPSWLRQ�ORZHU�IHUWLOLW\�RQ�WKHLU�RZQ��EXW
ZKHQ�PHDVXUHV�RI�FXOWXUDO�WUDLWV�DUH�LQWURGXFHG��WKHLU�HIIHFW�LV�GHSHQGHQW�RQ�WKHVH�WUDLWV�
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7UDLWV� VXFK� DV� IHPDOH� DXWRQRP\� DQG� SDWULOLQHDO� NLQVKLS� �W\SLFDOO\� UHVXOWLQJ� LQ� VRQ�
SUHIHUHQFH��DIIHFW�IHUWLOLW\�GLUHFWO\��EXW�DOVR�WKURXJK�WKHLU�LQWHUDFWLRQ�ZLWK�FRQVXPSWLRQ
DQG� OLWHUDF\��)RU� H[DPSOH�� IHPDOH� OLWHUDF\�KDV�D� ODUJHU�HIIHFW�RQ� IHUWLOLW\� LQ�DUHDV�ZLWK
KLJKHU� IHPDOH�DXWRQRP\��+RZHYHU��IURP�WKLV� LW� LV�FOHDU� WKDW�KLJKHU� UDWHV�RI� OLWHUDF\�RU
LQFRPH� DORQH� DUH� XQOLNHO\� WR� KDYH� VXEVWDQWLDO� HIIHFWV� RQ� ORZHULQJ� IHUWLOLW\� EXW� DUH
PHGLDWHG�E\�QRUPV�WKDW�GR�WKURZ�XS�EDUULHUV�WR�VZLIW�FKDQJH�

0XFK�RI�WKLV�DQDO\VLV�LV�SUHOLPLQDU\��0XFK�PRUH�ZRUN�LV�QHHGHG�WR�GLVHQWDQJOH�WKH�ZD\
WKH� GLIIHUHQW� VRFLRHFRQRPLF� HIIHFWV� LQWHUDFW�ZLWK� FXOWXUDO� FRQWH[WV�� )RU� H[DPSOH�� KRZ
GRHV� OLWHUDF\� DIIHFW� IHUWLOLW\� GLIIHUHQWO\� LQ� GLIIHUHQW� VRFLHWLHV"�'R� FXOWXUDO� WUDLWV� FUHDWH
H[WHUQDOLWLHV� RQ� VRFLHW\� DV� D� ZKROH�� DIIHFWLQJ� WKH� H[WHQW� WR� ZKLFK� OLWHUDF\� JDLQV� DQG
LQFRPH�JURZWK�DUH�VKDUHG"

1HYHUWKHOHVV��D�VLPSOH�VLPXODWLRQ�H[HUFLVH�VKRZHG�WKDW�E\�XQSDFNLQJ�SDUW�RI� WKH� IL[HG
DQG� WUHQG�HIIHFWV�YLD� WKH� FXOWXUDO� WUDLWV��PXFK�PRUH�RI� WKH�YDULDWLRQ� LQ� IHUWLOLW\� FDQ�EH
H[SODLQHG��,Q�IDFW��IRU�VHYHUDO�UHJLRQV��VXFK�DV�WKH�VRXWK��ZHVW�DQG�%LPDUX��FXOWXUDO�WUDLWV
VHHP�WR�DFFRXQW�IRU�PXFK�RI�WKH�GLIIHUHQFH�LQ�IHUWLOLW\�UHODWLYH�WR�WKH�UHVW�RI�WKH�FRXQWU\�
$OVR��LW�FDQ�EH�VHHQ�WKDW�LQ�WKH�QRUWK��WKH�UHODWLYH�µSRRU¶�FXOWXUDO�WUDLWV��DVVHVVLQJ�WKHP
WKXV� VROHO\� ZLWK� UHIHUHQFH� WR� WKHLU� UROH� LQ� GHWHUPLQLQJ� IHUWLOLW\� GHFOLQHV�� ZRXOG� KDYH
UHVXOWHG� LQ�PXFK� KLJKHU� IHUWLOLW\� LI� LW� KDG� QRW� EHHQ� IRU� WKHLU� UHODWLYHO\� KLJK� OHYHOV� RI
FRQVXPSWLRQ�

%LEOLRJUDSK\

$URNLDVDP\��3���5��+��&DVVHQ��DQG�.��0F1D\���������µ'HPRJUDSKHUV�DQG�(FRQRPLVWV�
7KH� )HUWLOLW\� RI� 8QHGXFDWHG� :RPHQ� LQ� ,QGLD�� $� 3UHOLPLQDU\� $QDO\VLV¶�� /RQGRQ�
/RQGRQ�6FKRRO�RI�(FRQRPLFV��0LPHR�

%DVX��$�� ��������&XOWXUH�� WKH� 6WDWXV� RI�:RPHQ�� DQG�'HPRJUDSKLF�%HKDYLRU��2[IRUG�
&ODUHQGRQ�

%DVX��$����������µ)HUWLOLW\�'HFOLQH�DQG�,QFUHDVLQJ�*HQGHU�,PEDODQFH�LQ�,QGLD��,QFOXGLQJ
D�3RVVLEOH�6RXWKHUQ�7XUQDURXQG¶��'HYHORSPHQW�DQG�&KDQJH���������

%HFNHU��*���.��0XUSK\��DQG�5��7DPXUD���������µ+XPDQ�&DSLWDO��)HUWLOLW\�DQG�(FRQRPLF
*URZWK¶��-RXUQDO�RI�3ROLWLFDO�(FRQRP\�����

%HVOH\�� 7��� DQG� 5�� %XUJHVV� �������� µ/DQG� 5HIRUP�� 3RYHUW\� 5HGXFWLRQ� DQG� *URZWK�
(YLGHQFH�IURP�,QGLD¶��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��0D\�

'DVJXSWD��3����������µ3RSXODWLRQ��5HVRXUFHV�DQG�WKH�(QYLURQPHQW¶��'UDIW�FKDSWHU�IRU�WKH
+DQGERRN�RI�(QYLURQPHQWDO�DQG�5HVRXUFH�(FRQRPLFV��&DPEULGJH��0LPHR�

'DWW�� *��� DQG� 0�� 5DYDOOLRQ� �������� µ:KHQ� ,V� *URZWK� 3UR�3RRU"� (YLGHQFH� URP� WKH
'LYHUVH�([SHULHQFHV�RI� ,QGLD¶V�6WDWHV¶��:%�:RUNLQJ�3DSHU�1R��������:DVKLQJWRQ�
'&��:RUOG�%DQN�

'LDPRQG��-����������*XQV��*HUPV�DQG�6WHHO��7KH�)DWHV�RI�+XPDQ�6RFLHWLHV��1HZ�<RUN�
1RUWRQ�

'Uq]H�� -��� DQG� 0�� 0XUWKL� �������� µ)HUWLOLW\�� (GXFDWLRQ� DQG� 'HYHORSPHQW�� )XUWKHU
(YLGHQFH� IURP� ,QGLD¶�� 67,&(5'�:RUNLQJ� 3DSHU� 6HULHV�� 1R�� ���� /RQGRQ�� /RQGRQ
6FKRRO�RI�(FRQRPLFV�
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'XPRQW�� /RXLV� �������� µ1RUWK� ,QGLD� LQ� 5HODWLRQ� WR� 6RXWK� ,QGLD¶�� LQ� 3�� 8EHURL� �HG���
)DPLO\��.LQVKLS�DQG�0DUULDJH�LQ�,QGLD��'HOKL��2[IRUG�8QLYHUVLW\�3UHVV�

'\VRQ�� 7��� DQG� 0�� 0RRUH� �������� µ2Q� .LQVKLS� 6WUXFWXUH�� )HPDOH� $XWRQRP\�� DQG
'HPRJUDSKLF�%HKDYLRU�LQ�,QGLD¶��3RSXODWLRQ�DQG�'HYHORSPHQW�5HYLHZ�����������

(GOXQG��/����������µ'RZU\�WR�'DXJKWHUV��7KHRU\�DQG�(YLGHQFH¶��0LPHR�

(GOXQG��/����������µ0DUULDJH�6TXHH]H�,QWHUSUHWDWLRQ�RI�'RZU\�,QIODWLRQ��$�&RPPHQW¶�
-RXUQDO�RI�3ROLWLFDO�(FRQRP\��IRUWKFRPLQJ�

)DQ��6���3��+D]HOO��DQG�6��7KRUDW���������µ*RYHUQPHQW�6SHQGLQJ��*URZWK�DQG�3RYHUW\�
$Q� $QDO\VLV� RI� ,QWHUOLQNDJHV� LQ� 5XUDO� ,QGLD¶�� ,)35,� (QYLURQPHQW� DQG� 3URGXFWLRQ
7HFKQRORJ\�'LYLVLRQ�'LVFXVVLRQ�3DSHU�1R�����

*DORU�� 2��� DQG� '��:HLO� �������� µ7KH� *HQGHU� *DS�� )HUWLOLW\�� DQG� *URZWK¶�� $PHULFDQ
(FRQRPLF�5HYLHZ�����������������

-KD��5���%��%LVZDO��DQG�8��'��%LVZDO���������µ$Q�(PSLULFDO�$QDO\VLV�RI� WKH� ,PSDFW�RI
3XEOLF�([SHQGLWXUHV�RQ�(GXFDWLRQ�DQG�+HDOWK�RQ�3RYHUW\�6WDWXV�LQ� ,QGLD¶��:RUNLQJ
3DSHU� 1R�� ����� .LQJVWRQ�� 4XHHQ¶V� ,QVWLWXWH� IRU� (FRQRPLF� 5HVHDUFK�� 4XHHQ¶V
8QLYHUVLW\�DW�.LQJVWRQ��&DQDGD�

.DUYH��,����������.LQVKLS�2UJDQL]DWLRQ�LQ�,QGLD��%RPED\��$VLD�3XEOLVKLQJ�+RXVH�

/DQGHV��'����������7KH�:HDOWK�DQG�3RYHUW\�RI�1DWLRQV��/RQGRQ��/LWWOH�%URZQ�

0DGDQ��7��1����������µ7KH�6WUXFWXUDO�,PSOLFDWLRQV�RI�0DUULDJH�$OOLDQFH�LQ�1RUWK�,QGLD�
:LIH�*LYHUV� DQG�:LIH�7DNHUV� DPRQJ� WKH� 3DQGLWV� RI� .DVKPLU¶�� LQ� 3�� 8EHURL� �HG���
)DPLO\��.LQVKLS�DQG�0DUULDJH�LQ�,QGLD��'HOKL��2[IRUG�8QLYHUVLW\�3UHVV�

0DQGHOEDXP��'��&����������6RFLHW\�LQ�,QGLD��YROXPHV���DQG����%HUNHOH\��8QLYHUVLW\�RI
&DOLIRUQLD�3UHVV�

0LOOHU�� %�� ��������7KH� (QGDQJHUHG� 6H[�� 1HJOHFW� RI� )HPDOH� &KLOGUHQ� LQ� 5XUDO� ,QGLD�
'HOKL��2[IRUG�8QLYHUVLW\�3UHVV�

0\UGDO��*����������$VLDQ�'UDPD��1HZ�<RUN��3DQWKHRQ�

g]OHU��%���*��'DWW� DQG�0��5DYDOOLRQ� �������� µ$�'DWD�%DVH�RQ�3RYHUW\� DQG�*URZWK� LQ
,QGLD¶��:DVKLQJWRQ��'&��:RUOG�%DQN��3ROLF\�5HVHDUFK�'HSDUWPHQW��0LPHR�

5DR�� 9�� �������� µ7KH� 5LVLQJ� 3ULFHV� RI� +XVEDQGV�� $� +HGRQLF� $QDO\VLV� RI� 'RZU\
,QFUHDVHV�LQ�5XUDO�,QGLD¶��-RXUQDO�RI�3ROLWLFDO�(FRQRP\���������������

5RVHQ]ZHLJ�� 0�� 5��� DQG� 2�� 6WDUN� �������� µ&RQVXPSWLRQ� 6PRRWKLQJ�� 0LJUDWLRQ� DQG
0DUULDJH��(YLGHQFH�IURP�5XUDO�,QGLD¶��-RXUQDO�RI�3ROLWLFDO�(FRQRP\�

7UDXWPDQQ�� 7�� �������� µ0DUULDJH� 5XOHV� DQG� 3DWWHUQV� RI� 0DUULDJH� LQ� WKH� 'UDYLGLDQ
.LQVKLS�5HJLRQ�� LQ�3��8EHURL� �HG����)DPLO\��.LQVKLS�DQG�0DUULDJH� LQ� ,QGLD��'HOKL�
2[IRUG�8QLYHUVLW\�3UHVV�

8EHURL�� 3�� �HG��� �������� )DPLO\�� .LQVKLS� DQG� 0DUULDJH� LQ� ,QGLD�� 'HOKL�� 2[IRUG
8QLYHUVLW\�3UHVV�

:HEHU��0�� �������� 7KH� 3URWHVWDQW� (WKLF� DQG� WKH� 6SLULW� RI� &DSLWDOLVP�� 7UDQVODWHG� E\
7DOFRWW�3DUVRQV��/RQGRQ��5RXWOHGJH�



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

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

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�/LLVD�5RSRQHQ�DW�818�:,'(5
3ULQWHG�DW�818�:,'(5��+HOVLQNL

7KH� YLHZV� H[SUHVVHG� LQ� WKLV� SXEOLFDWLRQ� DUH� WKRVH� RI� WKH� DXWKRU�V��� 3XEOLFDWLRQ� GRHV� QRW� LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI
DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1�������������;��LQWHUQHW�SXEOLFDWLRQ�


