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7KH�HFRQRPLF�SROLFLHV�RI�WUDQVLWLRQ�DQG�UHFRQVWUXFWLRQ�LQ�0R]DPELTXH��OLNH�WKH�SROLFLHV
RI�FHQWUDO�SODQQLQJ�EHIRUHKDQG��ZHUH�EDVHG�RQ�DQ�LQDSSURSULDWH�PRGHO�RI�WKH�LQKHULWHG
UXUDO� HFRQRP\��8QGHU� FHQWUDO� SODQQLQJ�� WKH� SHDVDQWU\�ZDV� ORRNHG� XSRQ� DV� D�PDVV� RI
VXEVLVWHQFH�SURGXFHUV��ZLWK�WKH�HFRQRPLF�UHIRUPV�FDPH�WKH�YLVLRQ�RI�WKH�SHDVDQWU\�DV�D
PDVV�RI� VPDOOKROGHU�SURGXFHUV��%RWK� WKHVH�YLHZV� LJQRUHG� WKH�H[WHQW� WR�ZKLFK�SHDVDQW
OLYHOLKRRGV� GHSHQGHG� RQ� WKH� FRPSOH[� DQG� YDULHG� OLQNDJHV� EHWZHHQ� ZDJH� ODERXU� DQG
KRXVHKROG�SURGXFWLRQ��8QGHU� WKH� LPSXOVH� RI� WKH� UHIRUPV� ERWK� WKH� VRFLDO� DQG� UHJLRQDO
GLIIHUHQWLDWLRQ� RI� WKH� FRXQWU\VLGH� KDV� EHFRPH� IDU�PRUH� SURQRXQFHG�� 7KH� SURFHVVHV� DW
ZRUN� LQYROYHG� D� SDUWLDO� UHJUHVVLRQ� WR� SDVW� SDWWHUQV� RI� DFFXPXODWLRQ� DQG� ODERXU� XVH�
$OWKRXJK�WKLV�SURFHVV�FDQ�XQGRXEWHGO\�OHDG�WR�WKH�UHFRYHU\�DQG�JURZWK�RI�DJULFXOWXUDO
SURGXFWLRQ�� LW� LV� XQOLNHO\� WR� SURYLGH� D� EDVLV� IRU� EURDG�EDVHG� GHYHORSPHQW� GXH� WR� WKH
SHUVLVWHQW� DQG� FRQWLQXHG� H[FOXVLRQ� RI� WKH� SRRUHU� SHDVDQWU\� IURP� WKH� EHQHILWV� RI
HFRQRPLF�JURZWK�
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6LQFH�WKH�PLG�����V��0R]DPELTXH�KDV�ZLWQHVVHG�WZR�LQWHUDFWLYH�SURFHVVHV�RI�FKDQJH�
WKH�WUDQVLWLRQ�IURP�FHQWUDO�SODQQLQJ�WR�PDUNHW�EDVHG�GHYHORSPHQW��RQ�WKH�RQH�KDQG��DQG
WKH� WUDQVLWLRQ�IURP�ZDU� WR�SHDFH��RQ� WKH�RWKHU��(FRQRPLF� UHIRUPV�VLQFH�����²DW� ILUVW
UDWKHU� WLPLG� DQG�PRGHVW� LQ� VFRSH²JDLQHG�PRPHQWXP�ZLWK� WKH� DGRSWLRQ� RI� VWUXFWXUDO
DGMXVWPHQW�SROLFLHV�IURP������RQZDUGV��3HDFH�QHJRWLDWLRQV�LQLWLDWHG�LQ������ERUH�IUXLW
ZLWK�WKH�FHDVH�ILUH�RI������DQG�SDYHG�WKH�ZD\�WRZDUGV�WKH������PXOWL�SDUW\�HOHFWLRQV�LQ
ZKLFK�)UHOLPR�HPHUJHG�DV�WKH�PDMRULW\�SDUW\���+HQFH��LQ�0R]DPELTXH��WKH�SURFHVV�RI
WUDQVLWLRQ� WR� D�PDUNHW� HFRQRP\� VWDUWHG�ZHOO� EHIRUH�� LQWHUDFWHG�ZLWK�� DQG� IHG� LQWR� WKH
SHDFH�SURFHVV��6LQFH�������0R]DPELTXH�KDV�EHHQ�UHODWLYHO\�VXFFHVVIXO�LQ�HPEDUNLQJ�RQ
D� SKDVH� RI� HFRQRPLF� UHFRYHU\� �DOEHLW� VWDUWLQJ� IURP� D� YHU\� ORZ� OHYHO� RI� HFRQRPLF
DFWLYLW\�� DQG� LQ� FRQVROLGDWLQJ� LWV� SHDFH� SURFHVV�� DOWKRXJK� WKH� IORRGV� RI� ����� ZHUH
REYLRXVO\� D�PDMRU� VHWEDFN� �VHH�$GGLVRQ� DQG� GH� 6RXVD� ����� DQG�&DVWHO�%UDQFR� HW� DO�
������

7KLV�SDSHU�ORRNV�DW�WKH�WZLQ�SURFHVVHV�RI�WUDQVLWLRQ�DQG�UHFRQVWUXFWLRQ�E\�WDNLQJ�D�ORQJ
UXQ�SHUVSHFWLYH��0RUH�VSHFLILFDOO\�� LW� ORRNV�DW� WKH�SLYRWDO� UROH�RI� WKH�DJUDULDQ�TXHVWLRQ
DQG�DUJXHV�WKDW�WKH�ZD\V�LQ�ZKLFK�LW�LV�SHUFHLYHG�DQG�LQIRUPV�HFRQRPLF�SROLF\�PDWWHUV�D
JUHDW�GHDO�WR�WKH�DFKLHYHPHQW�RI�EURDG�EDVHG�GHYHORSPHQW��,Q�0R]DPELTXH��LW�LV�DUJXHG�
ERWK� GXULQJ� WKH� KH\GD\� RI� FHQWUDO� SODQQLQJ� DQG� GXULQJ� WKH� VXEVHTXHQW� SKDVH� RI� WKH
HFRQRPLF�UHIRUPV��WKH�SHDVDQWU\�KDV�LQYDULDEO\��EXW�GLIIHUHQWO\�LQ�FRQWHQW��EHHQ�GHILQHG
DV�D��PRUH�RU�OHVV��KRPRJHQHRXV�HQWLW\��

6LPLODUO\�� ERWK� VHWV� RI� GHILQLWLRQV� VKDUHG� LQ� FRPPRQ� D� YLHZ� WKDW� WKH� FKDUDFWHU� RI� WKH
SHDVDQWU\�FRXOG�EH�FDSWXUHG�LQ�D�VLPSOH�LPDJH²D�PRGHO�YLHZ²ZLWKRXW�PXFK�QHHG�IRU
XQGHUVWDQGLQJ� WKH� KLVWRULFDO� SURFHVV� DQG� WKH� SDWK� GHSHQGHQF\� RI� RXWFRPHV�� $V� D
FRQVHTXHQFH�� ERWK� WKH� SODQQLQJ� DQG� UHIRUP� SHUVSHFWLYHV� VKDUHG� WKH� QRWLRQ� WKDW
HFRQRPLF�SROLFLHV�FRXOG�EH�ODUJHO\�ZULWWHQ�RQ�D�EODQN�VODWH�ZLWK�OLWWOH�QHHG�IRU�KLVWRULFDO
GHSWK�� %XW� WKLV� LV� ZKHUH� WKH� VLPLODULWLHV� HQG� DQG� GLIIHUHQFHV� EHJLQ� EHWZHHQ� WKH� WZR
YLHZV�� 'XULQJ� WKH� SKDVH� RI� FHQWUDO� SODQQLQJ�� WKH� SHDVDQWU\� ZDV� VHHQ� DV� D� PDVV� RI
VXEVLVWHQFH�SURGXFHUV��ZKLOH�GXULQJ�WKH�VXEVHTXHQW�SHULRG�RI�HFRQRPLF�UHIRUPV�LW�FDPH
WR�EH�VHHQ�DV�D�PDVV�RI�VPDOOKROGHU�SURGXFHUV�

7KLV�SDSHU�DUJXHV�WKDW�ERWK�WKHVH�YLHZV�IDLO�WR�JUDVS�WKH�QDWXUH�RI�WKH�DJUDULDQ�TXHVWLRQ
LQ�0R]DPELTXH� DQG� WKH� FKDUDFWHU� RI� LWV� SHDVDQWU\� DV� VKDSHG� E\� WKH� FRORQLDO� OHJDF\�
0RUH� VSHFLILFDOO\�� WKH� IRUPHU� YLHZ� LJQRUHV� WKH� H[WHQW� WR� ZKLFK� WKH� OLYHOLKRRGV� RI
SHDVDQWV� GHSHQG� RQ� PDUNHW�EDVHG� HQWLWOHPHQWV�� ZKHUHDV� WKH� ODWWHU� YLHZ� LJQRUHV� WKH
KLVWRULFDOO\� VWUXFWXUHG� RUJDQLF� OLQNDJHV� EHWZHHQ� KRXVHKROG� SURGXFWLRQ� DQG� RII�IDUP
������������������������������������������������

� )UHOLPR�ZRQ�DJDLQ�LQ�WKH������HOHFWLRQV�

� 7KH�WHUP�KRPRJHQHRXV�VKRXOG�QRW�EH�LQWHUSUHWHG�DV�LI�WKH�HQWLW\�LV�ZLWKRXW�YDULDWLRQ��2Q�WKH�FRQWUDU\�
WKH�XQGHUO\LQJ�QRWLRQ�LV�WKDW�RI�KRPRJHQHLW\�DV�YDULDWLRQ�ZLWKLQ�D�VLQJOH�SRSXODWLRQ�GLVWULEXWLRQ��7KLV
W\SH� RI� GLVWULEXWLRQ� GRHV� QRW� QHHG� WR� EH� QRUPDO� LQ� VKDSH�� )RU� H[DPSOH�� LI� WKH� SHDVDQWU\� ODUJHO\
FRQIURQWV� WKH� VDPH� FRQGLWLRQV� RI� GHYHORSPHQW� LQ� VSDFH� DQG� WLPH�� EXW� WKH� JURZWK� UDWHV� RI� WKHLU
HFRQRPLF�DFWLYLWLHV�YDU\�VWRFKDVWLFDOO\�DV�D�UHVXOW�RI�VHTXHQFHV�RI�LQGHSHQGHQW�VHWEDFNV�RU�JDLQV��DV�
IRU� H[DPSOH�� GHSLFWHG� LQ� D� UDQGRP� ZDON��� WKH� UHVXOWLQJ� GLVWULEXWLRQ� LV� OLNHO\� WR� EH� ORJQRUPDO� DQG�
KHQFH��VNHZHG�LQ�LWV�SDWWHUQV�RI�YDULDWLRQ��7KLV�W\SH�RI�SURFHVV�SURGXFHV�LQHTXDOLW\�LQ�RXWFRPHV��\HW�LV
UHODWLYHO\� KRPRJHQHRXV� LQ� HVVHQFH�� ,Q� FRQWUDVW�� VWUXFWXUHV� DQG� SURFHVVHV� ZKHUH� WKH� FRQGLWLRQV� RI
GHYHORSPHQW�DUH�GLYHUJHQW�DQG� LQWHUDFWLYH��LQ�VSDFH�DQG�LQ� WLPH��DQG�WKHUHIRUH�JLYH�ULVH� WR�FRPSOH[
SURFHVVHV�RI�VRFLDO�GLIIHUHQWLDWLRQ��ZLOO�OHDG�WR�KHWHURJHQHLW\�LQ�RXWFRPH�
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HPSOR\PHQW� �LQ� SDUWLFXODU�� PLJUDQW� ZDJH� HPSOR\PHQW�� ZKLFK� VKDSHG� UXUDO
DFFXPXODWLRQ� DQG� VRFLDO� GLIIHUHQWLDWLRQ�� 7KH� SDSHU� WKHQ� DUJXHV� WKDW� SDWK� GHSHQGHQF\
VKDSHG� E\� WKH� LQKHULWHG� FRORQLDO� UXUDO� HFRQRPLF� VWUXFWXUHV� �DQG� OHIW� ODUJHO\
XQWUDQVIRUPHG�E\�WKH�H[SHULHQFH�ZLWK�FHQWUDO�SODQQLQJ��H[HUWHG�DQG�FRQWLQXHV�WR�H[HUW�D
SRZHUIXO� SXOO� GXULQJ� WKH� HUD� RI� HFRQRPLF� UHIRUPV� DQG� UHFRQVWUXFWLRQ�� XQOHVV
FRXQWHUDFWHG� E\� GHOLEHUDWH� HFRQRPLF� SROLFLHV�� 7KH� IDLOXUH� WR� DGGUHVV� WKH� DJUDULDQ
TXHVWLRQ�� LW� LV� DUJXHG�� HQWDLOV� D� UHDO� GDQJHU� WKDW� WKH� WUDQVLWLRQ� WRZDUGV� D� QHZ�PDUNHW
HFRQRP\�FRQVWUXFWHG�XSRQ�WKH�µOHDYLQJV�RI�WKH�ZDU¶�HIIHFWLYHO\�ERLOV�GRZQ�WR�D�SDUWLDO
UHJUHVVLRQ� WRZDUGV� WKH� SDVW�� WKDW� LV�� WRZDUGV� WKH� SDUWLDO� UHFRQVWUXFWLRQ� RI� FRORQLDO
SDWWHUQV�RI� UXUDO� DFFXPXODWLRQ��SURGXFWLRQ�DQG� ODERXU�XVH�� ,W� LV�� KRZHYHU�� D� IDOODF\� WR
EHOLHYH²WKLV�SDSHU�FRQFOXGHV²WKDW�WKLV�W\SH�RI�SDUWLDO�UHJUHVVLRQ�LV�OLNHO\�WR�SURYLGH�D
YLDEOH�IRXQGDWLRQ�IRU�EURDG�EDVHG�GHYHORSPHQW�

� &RQWLQXLW\�DQG�FKDQJH��WKH�ZDJH�KRXVHKROG�SURGXFWLRQ�QH[XV

:HGJHG�EHWZHHQ�D�SURWUDFWHG�SHULRG�RI�FRORQLDO�FDSLWDOLVP�DQG�WKH�PRUH�UHFHQW�SHULRG
RI� PDUNHW�RULHQWHG� HFRQRPLF� UHIRUPV�� WKH� SKDVH� RI� EXLOGLQJ� D� FHQWUDOO\� SODQQHG
HFRQRP\�LQ�0R]DPELTXH�ZDV��FRPSDUDWLYHO\�VSHDNLQJ��DQ�LQWHQVH��EXW�EULHI�DIIDLU��7KH
UXUDO� HFRQRP\�� WKHUHIRUH�� ZDV� DW� EHVW� RQO\� SDUWO\� WUDQVIRUPHG� XQGHU� WKH� LPSXOVH� RI
FHQWUDO�SODQQLQJ��'UDVWLF�FKDQJHV�RFFXUUHG�LQ�WKH�IRUP�RI�RZQHUVKLS²VWDWH�IDUPV�WRRN
WKH�SODFH�RI� WKH�FRORQLDO�SODQWDWLRQV�DQG�VHWWOHU� IDUPV²EXW� WKH�FRQGLWLRQV�XSRQ�ZKLFK
WKH�OLYHOLKRRGV�RI�WKH�SHDVDQWU\�GHSHQGHG�DQG��LQ�SDUWLFXODU��WKH�QH[XV�EHWZHHQ�WKH�VDOH
RI� ODERXU� DQG� KRXVHKROG� SURGXFWLRQ� IRU� RZQ� SURGXFWLRQ� RU� IRU� VDOH�� VWLOO� UHPDLQHG
ODUJHO\�LQWDFW��EXW��DV�VKRZQ�EHORZ��PRVWO\�QHJOHFWHG�LQ�HFRQRPLF�SROLF\�

&RQVHTXHQWO\�� LW� ZRXOG� EH� ZURQJ� WR� GHVFULEH� WKH� UHFHQW� SURFHVV� RI� WUDQVLWLRQ� LQ
0R]DPELTXH�DV�D�VLPSOH�PRYH�IURP�SODQ�WR�PDUNHW��6XFK�D�YLHZ�LJQRUHV�WKH�IDFW� WKDW
HYHQ� XQGHU� WKH� KH\GD\� RI� SODQQLQJ� LQ� 0R]DPELTXH�� WKH� UHODWLRQV� EHWZHHQ� WKH� VWDWH
VHFWRU� DQG� WKH� SHDVDQWU\� ZHUH� ODUJHO\� PHGLDWHG� WKURXJK� PDUNHW� PHFKDQLVPV²ERWK
RIILFLDO�DQG�SDUDOOHO�

7DEOH���SUHVHQWV�D�VFKHPDWLF�RYHUYLHZ�RI�WKH�UHJLRQDO�DQG�QDWLRQDO�SDWWHUQV�RI�FRORQLDO
DJUDULDQ� VWUXFWXUHV� RI� SURGXFWLRQ� DQG� ODERXU� XVH� DURXQG� ������ ,W� VKRZV� WKDW� WKH
SHDVDQWU\�DFFRXQWHG�IRU�DERXW����SHU�FHQW�RI�WKH�JURVV�YDOXH�RI�WRWDO�DJULFXOWXUDO�RXWSXW�
DQG�DERXW�RQH�WKLUG�RI�WKH�JURVV�YDOXH�RI�PRQHWDU\�DJULFXOWXUDO�RXWSXW��6HWWOHU�IDUPV�DQG
SODQWDWLRQV� DFFRXQWHG� IRU� WKH� UHPDLQLQJ� ��� SHU� FHQW� ZLWK� HTXDO� SURSRUWLRQV�� 0RUH
LPSRUWDQWO\��KRZHYHU�� WKH� WDEOH�DOVR�VKRZV� WKH�SHUYDVLYH� UHOLDQFH�E\� WKH�SHDVDQWU\�RQ
RII�IDUP�ZDJH�HPSOR\PHQW��PLJUDQW��VHDVRQDO�RU�FDVXDO�ODERXU��WKURXJKRXW�WKH�FRXQWU\
DW� ODUJH��EXW�ZLWK�GLIIHUHQW� UHJLRQDO� LQWHQVLWLHV��OHVV�VR� LQ� WKH�1RUWK� WKDQ� LQ�ERWK�RWKHU
UHJLRQV��

7KH�GLVWLQFWLYH�DQG�GRPLQDQW� IHDWXUH� RI� WKH� FRORQLDO� SHDVDQW� HFRQRP\�� WKHUHIRUH��ZDV
WKDW� WKH� PDMRULW\� RI� SHDVDQW� KRXVHKROGV� KDG� FRPH� WR� GHSHQG� IRU� WKHLU� OLYHOLKRRG� RQ
ZDJHV� IURP� PLJUDQW�� VHDVRQDO� RU� FDVXDO� ODERXU� LQ� FRPELQDWLRQ� ZLWK� KRXVHKROG
SURGXFWLRQ� �ERWK� IRU� RZQ� FRQVXPSWLRQ� DQG� IRU� VDOH��� $V� IDU� DV� SHDVDQWV¶� OLYHOLKRRGV
ZHUH� FRQFHUQHG�� RII�IDUP� HPSOR\PHQW� QRW� RQO\� ILQDQFHG� WKH� DFTXLVLWLRQ� RI
PDQXIDFWXUHG�ZDJH� JRRGV� RU� IRRGVWXIIV� �LQ� WKH� FDVH� RI� IRRG�GHILFLW� KRXVHKROGV��� EXW
DOVR�KRXVHKROG�SURGXFWLRQ�LWVHOI��LQFOXGLQJ�SURGXFWLRQ�IRU�RZQ�FRQVXPSWLRQ��+RXVHKROG
SURGXFWLRQ�EHFDPH�LQ�SDUW�GHSHQGHQW�RQ�ZDJH�HDUQLQJV�WR�SD\�IRU�LPSOHPHQWV��LQSXWV�RU
FDWWOH��:X\WV������DQG�:X\WV��������������



Table 1
Mozambique: The Structure of the Colonial Rural Economy around 1970

Region Plantations Settler Farms Peasantry

(1) Marketed Output       (2) Own Consumption      (3) Sale of Labour

Dominant Aspects
of  Rural Economic
Historical Development

1. The North
(Cabo Delgado,
Niassa and
Nampula)

Sisal (67%)

[2%]

Cotton (17%)
Tobacco (50%)

[12%]

Cashew  (78%)
Cotton (37%)
Food crops (see 2)

[26%]

Cassava (67%)
Groundnuts (56%)
(also sorghum, millet
and maize)

[60%]

Seasonal labour to local
plantations and settler
farms, and also to
plantations in Tanzania

Cash cropping peasantry
(in part under forced
cultivation).
Later, accelerated
development of settler
cotton farms.

2. The Centre
(Zambezia,
Manica, Sofala
and Tete)

Sugar (73%)
Copra (69%)
Tea (100%)
Sisal (33%)

[28%]

Potatoes (67%)
Tobacco (27%)
(also maize,
cotton and
vegetables)

[11%]

Cotton (28%)
Cashew (9%)
Food crops (see 2)

[9%]

Rice (28%)
Maize (64%)
Groundnuts (17%)
Cassava (25%)
(and other minor crops)

[48%]

Seasonal labour to
plantations,
and (particularly in Tete
and Manica) contract
labour to Zimbabwe and
Malawi

Plantation economy in
Zambezi Valley, relying
on the peasantry for
labour and marketed
food.

3. The South
(Maputo, Gaza
and Inhambane)

Sugar (27%)

[2%]

Rice (56%)
Potatoes (32%)
(vegetables and
wheat)

[39%]

Cashew (13%)
Food crops (see 2)

[10%]

Maize (16%)
Groundnuts (27%)
Cassava (8%)

[49%]

At any time, 20 to 30% of
male adult peasants was
out working in South
African mines on
contract periods of, on
average, 1½ years each.
Seasonal and casual
labour to settler farms

Labour reserve for South
African mining industry
and (settler-farm based)
granary to feed the towns.

Country [15%] [15%] [15%] [55%]

Source: Wuyts (1978).

Notes: 1. Percentages in rounded brackets refer to percentage shares of national production of specific crop.

2. Percentages in square brackets (at bottom of their respective cells) refer to percentage share in the regional (and, in the bottom row, national) gross value of
agricultural production.

3. Meat and dairy products (mainly South and parts of the Centre) are not included.
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7KH� SHDVDQW� HFRQRP\�ZDV� WKHUHIRUH� UHQGHUHG� VXERUGLQDWH� WR� WKH� QHHGV� RI� ODUJH�VFDOH
SULYDWH� IDUPV� DQG� SODQWDWLRQV� �DV� ZHOO� DV� WR� WKH� 6RXWK� $IULFDQ� PLQLQJ� VHFWRU�� ZKLFK
UHOLHG�RQ�WKLV�QH[XV�EHWZHHQ�LWV�ZDJH�ODERXU�DQG�KRXVHKROG�SURGXFWLRQ�WR�UHGXFH�GLUHFW
ZDJH� FRVWV� DV�ZHOO� DV� WKH� FRVWV� RI� WKH� UHSURGXFWLRQ� RI� LWV� ODERXU� SRZHU��7KH� FRORQLDO
PRGH� RI� UHJXODWLQJ� UXUDO� PDUNHWV� ERWK� UHIOHFWHG� DQG� KHOSHG� WR� VKDSH� WKHVH� VSHFLILF
SDWWHUQV� RI� DFFXPXODWLRQ�� /DERXU� PDUNHWV� ZHUH� WLJKWO\� FRQWUROOHG� E\� JUDQWLQJ
PRQRSVRQ\�SRZHU�RYHU�ODERXU�UHVHUYH�DUHDV�WR�SODQWDWLRQV�LQ�WKHLU�LQGLYLGXDO�VSKHUHV�RI
LQIOXHQFH� RU� WR� 6RXWK� $IULFD¶V� PLQLQJ� LQGXVWU\� LQ� 6RXWKHUQ� 0R]DPELTXH�� 6LPLODUO\�
SULYDWH� FRPSDQLHV� REWDLQHG� PRQRSRO\� FRQWURO� RYHU� WKH� PDUNHWLQJ� RI� FDVK� FURSV� �LQ
SDUWLFXODU�� FRWWRQ�� LQ� WKHLU� GHVLJQDWHG� DUHDV� RI� LQIOXHQFH�� )LQDOO\�� WKH� SURORQJHG� DQG
H[WHQVLYH�XVH�RI� IRUFHG� ODERXU� �LQFOXGLQJ� IRUFHG� FXOWLYDWLRQ�RI� FURSV��NHSW� UHDO�ZDJHV
DQG� UHDO� SURGXFHU� SULFHV� ORZ�� 7KHVH� PHFKDQLVPV²LQ� FRQMXQFWLRQ� ZLWK� FRQVLGHUDEOH
LQVHFXULW\� LQ� ODQG� WHQXUH� �FDXVHG� E\� WKH� UHSHDWHG� DQG� H[WHQVLYH� H[SURSULDWLRQV� RI� WKH
EHWWHU� DJULFXOWXUDO� ODQGV�²VHYHUHO\� FRQVWUDLQHG� VRFLDO� GLIIHUHQWLDWLRQ� DPRQJ� WKH
SHDVDQWU\�� &RQVLGHUDEOH� UHJLRQDO� LQHTXDOLWLHV� H[LVWHG�� KRZHYHU�� ZLWK� ORZ�SRSXODWLRQ
GHQVLW\�ODERXU�H[SRUWLQJ�DUHDV�RFFXS\LQJ�WKH�ORZHU�HQG�RI� WKH�VFDOH��:X\WV����������
����

7KH�LPSOLFDWLRQ�RI�WKH�DUJXPHQW�RI�WKLV�VHFWLRQ�LV�WKDW�WKH�0R]DPELFDQ�SHDVDQWU\�ZKLFK
HPHUJHG�RXW�RI�WKH�FRORQLDO�SHULRG�FDQQRW�EH�GHSLFWHG�LQ�WHUPV�RI�HLWKHU�D�PRGHO�RI�DQ
µXQFDSWXUHG¶�SHDVDQWU\��+\GHQ�������ZLWK�OLWWOH�GHSHQGHQFH�RQ�PRQHWDU\�H[FKDQJH��QRU
RI� D� VLPSOH� µVPDOOKROGHU� PRGHO¶� RI� LQGHSHQGHQW� SURGXFHUV� RI� FRPPRGLWLHV�� <HW�� DV
DUJXHG� EHORZ�� WKH� IRUPHU� YLHZ� XQGHUVFRUHG� )UHOLPR¶V� HFRQRPLF� SROLFLHV� GXULQJ� WKH
SKDVH�RI� FHQWUDO� SODQQLQJ��ZKHUHDV� WKH� ODWWHU�YLHZ�FDPH� WR�GRPLQDWH�ZKHQ� WKH�:RUOG
%DQN¶V�VPDOOKROGHU�PRGHO�EHJDQ�WR�KROG�VZD\�GXULQJ�WKH�VXEVHTXHQW�SKDVH�RI�UHIRUPV�

� (FRQRPLF�GXDOLVP��WKH�SHDVDQWU\�DQG�WKH�ZDU�HFRQRP\

2YHU��������²WKH�SHULRG�RI� FHQWUDO�SODQQLQJ²VRPH����SHU� FHQW�RI� WRWDO� DJULFXOWXUDO
LQYHVWPHQW�ZHQW�WR�WKH�VWDWH�VHFWRU����SHU�FHQW�ZHQW�WR�WKH�FRRSHUDWLYHV��DQG�WKH�VPDOO�
VFDOH�KRXVHKROG� IDUPLQJ� VHFWRU� UHFHLYHG�YLUWXDOO\�QRQH� �0DFNLQWRVK� DQG�:X\WV������
������ 7KLV� ORSVLGHG� SDWWHUQ� LQ� WKH� DOORFDWLRQ� RI� LQYHVWPHQW� UHVXOWHG� IURP� WKH� IDFW
)UHOLPR¶V�SROLF\�ZDV�EDVHG�RQ�D�PRGHO�RI�HFRQRPLF�GXDOLVP�LQ�ZKLFK�WKH�SHDVDQWU\�ZDV
VHHQ� WR�EH� ODUJHO\�GHOLQNHG�IURP�PRQHWDU\�FLUFXLWV�DQG��KHQFH��DEOH� WR� VXEVLVW�ZLWKRXW
FDVK��3HDVDQWV�ZHUH�WKHUHIRUH�YLHZHG�DV�SRRU��YXOQHUDEOH�WR�ZHDWKHU�FRQGLWLRQV��EXW�QRW
WR�PDUNHW�PHFKDQLVPV��(FRQRPLF�SROLFLHV�ZHUH�EDVHG�RQ�WKLV�SUHPLVH�DQG��KHQFH��WKH\
ZHUH�GXDOLVWLF� LQ� WKHLU�GHVLJQ� �DJULFXOWXUDO� LQYHVWPHQW�ZDV� VLPLODUO\� VNHZHG�XQGHU� WKH
'HUJ�UHJLPH�LQ�(WKLRSLD²VHH�$GGLVRQ�����E�DQG�%LJVWHQ�������

2Q� WKH� RQH� KDQG�� WKH� HYHQWXDO� HPDQFLSDWLRQ� RI� WKH� SHDVDQWU\� IURP� SRYHUW\� DQG
EDFNZDUGQHVV� ZDV� VHHQ� WR� RFFXU� WKURXJK� LWV� SUROHWDUL]DWLRQ� SURSHOOHG� E\� HFRQRPLF
JURZWK� DV� D� UHVXOW� RI� WKH� DFFHOHUDWHG� H[SDQVLRQ� RI� WKH� VWDWH� VHFWRU�� 7KH� VXSSO\� RI
DJULFXOWXUDO�ODERXU�ZDV�WUHDWHG�DV�EHLQJ�XQSUREOHPDWLF��2¶/DXJKOLQ������������H[SODLQV
WKLV�DV�IROORZV�

µ,W� ZDV� DVVXPHG�� LQ� D� NLQG� RI� ORRVH� YHUVLRQ� RI� WKH� /HZLV� PRGHO�� WKDW
ODERXU� ZDV� DOPRVW� LQILQLWHO\� DYDLODEOH� IURP� WKH� VXEVLVWHQFH� VHFWRU�� ,Q
SODQQLQJ� PHWKRGRORJ\�� ODERXU� ZDV� WUHDWHG� DV� D� UHVLGXDO�� GHULYHG� IURP
ODQG� DQG� LQSXW� DYDLODELOLW\�� ZLWKLQ� D� SDUWLFXODU� FURSSLQJ� SDWWHUQ�� 7KHUH
ZDV� QR� UHFRJQLWLRQ� WKDW� VWDWH� IDUPV� RSHUDWHG� ZLWKLQ� D� FRPSOH[� ODERXU
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PDUNHW� RI� GLYHUVLILHG� HQWHUSULVHV� ERWK� UHFUXLWLQJ� IURP� GLVWDQW� UHVHUYHV
DQG�KLULQJ�ORFDOO\�LQ�FRPSHWLWLRQ�ZLWK�WKH�ODERXU�GHPDQGV�RI�VXUURXQGLQJ
SHDVDQW�SURGXFHUV��VRPH�RI�ZKRP�DOVR�UHFUXLWHG�H[WUD�KRXVHKROG�ODERXU¶�

,Q�IDFW��WKH�UHJXODU�RFFXUUHQFHV�RI�ODERXU�VKRUWDJHV�LQ�SHDN�SHULRGV�RQ�VWDWH�IDUPV�ZHUH
VHHQ� DV� SURRI� RI� D� VXEVLVWHQFH� SHDVDQWU\� XQLQWHUHVWHG� LQ� FDVK� LQFRPH� UDWKHU� WKDQ� D
PDQLIHVWDWLRQ�RI�FRPSHWLQJ�GHPDQGV�RQ�SHDVDQWV¶�ODERXU��LQ�KRXVHKROG�SURGXFWLRQ�DQG
RQ�VWDWH�IDUPV��ZKHQ�SHDN�SHULRGV�FRLQFLGHG�

0HDQZKLOH��RQ�WKH�RWKHU�KDQG��ZKLOH�DZDLWLQJ�WKH�JURZWK�RI�WKH�VWDWH�VHFWRU��WKH�SOLJKW
RI� WKH� SHDVDQWU\� ZDV� WR� EH� LPSURYHG� WKURXJK� WKH� IRUPDWLRQ� RI� FRRSHUDWLYHV� DQG
FRPPXQDO� YLOODJHV�� 7KLV� ZDV� PDLQO\� VHHQ� WR� EH� D� TXHVWLRQ� RI� PRELOL]DWLRQ� DQG� WKH
SURYLVLRQ� RI� VRFLDO� VHUYLFHV��ZLWKRXW� VLJQLILFDQW� UHVRXUFH� DOORFDWLRQ� DQG� LQYHVWPHQW� DW
WKH�OHYHO�RI�SURGXFWLRQ�

$V�D�UHVXOW�RI�WKLV�GXDOLVWLF�PRGHO��WKHUH�ZDV�OLWWOH�UHFRJQLWLRQ�WKDW�WKH�SHDVDQWU\�PLJKW
EH� KLW� KDUG� E\�PDUNHW�EDVHG� HQWLWOHPHQW� IDLOXUHV� EURXJKW� DERXW�� LQ� SDUW�� E\� HFRQRPLF
SROLFLHV�� &RQVHTXHQWO\�� WKH� OLQNDJHV� EHWZHHQ� WKH� DJUDULDQ� VWDWH� VHFWRU�� WKH� VXSSO\� RI
PLJUDQW� ODERXU� RQ� ZKLFK� LW� UHOLHG�� DQG� WKH� G\QDPLFV� RI� KRXVHKROG� SURGXFWLRQ� ZHUH
ODUJHO\�LJQRUHG��(FRQRPLF�SROLF\�LQ�WKH�LPPHGLDWH�SRVW�LQGHSHQGHQFH�SHULRG�GLG�OLWWOH�
IRU�H[DPSOH�� WR�DOOHYLDWH� WKH� LPSDFW�RI� WKH� VKDUS� UHGXFWLRQ� LQ� WKH� UHFUXLWPHQW�RI�PLQH
ODERXU� DQG� RI� WKH� FRQVHTXHQW� UHGXFWLRQ� LQ� UHPLWWDQFHV� IURP� ����� RQZDUGV� RQ� UXUDO
XQHPSOR\PHQW� DQG� RQ� WKH� JUHDWHU� YXOQHUDELOLW\� RI� KRXVHKROG� DJULFXOWXUH� DQG� UXUDO
OLYHOLKRRGV� LQ� VRXWKHUQ� 0R]DPELTXH� �:X\WV� ������� ,Q� VLPLODU� YDLQ�� WKH� JUHDWHU
HPSKDVLV� RQ�PRQRFURSSLQJ� E\� VWDWH� IDUPV� RIWHQ� DFFHQWXDWHG� WKH� VHDVRQDO� SHDNLQJ� RI
ODERXU�GHPDQG��WKHUHE\�KHLJKWHQLQJ�WKH�LQVHFXULW\�RI�HPSOR\PHQW�DQG�ZDJH�LQFRPH�RI
PLJUDQW�ODERXUHUV�

%XW� LW�ZDV� WKH� LQLWLDWLRQ�DQG�DGYDQFH�RI� WKH�ZDU� IURP� WKH�HDUO\�����V�RQZDUGV�ZKLFK
H[SRVHG�WKH�LQKHUHQW�ZHDNQHVVHV�RI�)UHOLPR¶V�PRGHO�RI�HFRQRPLF�GXDOLVP�DQG�JUHDWO\
LQFUHDVHG�WKH�VFRSH�IRU�ODUJH�VFDOH�HQWLWOHPHQW�IDLOXUHV�WR�RFFXU�LQ�SUDFWLFH��7ZR�SRLQWV
DUH�LPSRUWDQW�KHUH�IRU�WKH�DUJXPHQW�RI�WKLV�SDSHU�

)LUVW��WKH�JRYHUQPHQW¶V�HFRQRPLF�SROLFLHV�LPSOLHG�WKDW�LWV�ZDU�HIIRUW�FRQFHQWUDWHG�RQ�WKH
SURWHFWLRQ� RI� LWV� PDMRU� DVVHWV� LQ� UXUDO� DUHDV� �WKH� IDUPV�� SODQWDWLRQV� DQG� RWKHU� ODUJH
SURMHFWV���OHDYLQJ�RWKHU�DUHDV�HFRQRPLFDOO\�LQ�WKH�FROG�DQG�RSHQ�IRU�5HQDPR�LQILOWUDWLRQ�
3LWFKHU�������������PDNHV�WKLV�SRLQW�DV�IROORZV�

µ,I� RQH� H[DPLQHV� WKH� SDWWHUQ� RI� )UHOLPR� SURWHFWLRQ� DQG� 5HQDPR
LQILOWUDWLRQ��LW�LV�HDV\�WR�GLVFHUQ�WKH�LQIOXHQFH�RI�WKH�FRORQLDO�SHULRG�RQ�WKH
PLOLWDU\� FKRLFHV� WKDW� HDFK� VLGH� PDGH�� $UHDV� ZLWK� SUHYLRXVO\� KLJK
DJULFXOWXUDO�RXWSXW�DQG�FRPPHUFLDO�SRWHQWLDO�SURYHG�WR�EH�PRUH�DWWUDFWLYH
WR� WKH� FDVK� SRRU� )UHOLPR� JRYHUQPHQW� ZLWK� UHJDUG� WR� LQYHVWPHQW� DQG
SURWHFWLRQ��5HQDPR� WHQGHG� WR� FRQFHQWUDWH� LWV� HIIRUWV� RQ� REYLRXV� WDUJHWV
VXFK� DV� WKH� UDLOZD\� RU� FRPPXQDO� YLOODJHV� DQG� WR� VLWXDWH� LWVHOI� LQ� OHVV
SRSXODWHG��OHVV�GHYHORSHG�UHJLRQV¶�

1RW� VXUSULVLQJO\�� WKH� ODWWHU� DUHDV� ZHUH� DPRQJ� WKH� SRRUHVW� GLVWULFWV� FKDUDFWHUL]HG� E\
RXWZDUG� PLJUDQW� ODERXU� WRZDUGV� WKH� SODQWDWLRQV� DQG� ODUJH�VFDOH� IDUPV� LQ� FHQWUDO
0R]DPELTXH��$GDP�DQG�&RLPEUD��������,Q�DUHDV�ZKHUH�5HQDPR�JDLQHG�D�PRUH�VHFXUH
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IRRWKROG� �SDUWLFXODUO\�� LQ� SDUWV� RI� =DPEH]LD��� LW� UHOLHG� PDLQO\� RQ� �IRRG�� WD[DWLRQ� DQG
WULEXWH�ODERXU�WR�VXSSRUW�LWV�ZDU�HIIRUW��+DOO�DQG�<RXQJ������������

6HFRQG�� WKH� ZDU� FRPELQHG� ZLWK� GURXJKW� DQG� HFRQRPLF� FULVLV� EURXJKW� LQ� LWV� ZDNH� D
µJRRGV¶�IDPLQH¶�LQ�WKH�FRXQWU\�DW�ODUJH��DQG�LQ�WKH�UXUDO�DUHDV��XQSURWHFWHG�E\�WKH�PRUH
FRPSUHKHQVLYH� UDWLRQLQJ� V\VWHP� SUHYDOHQW� LQ� WKH� WRZQV�� LQ� SDUWLFXODU�� ,Q� WKH
0R]DPELFDQ�FRQWH[W��WKLV�DIIHFWHG�WKH�SHDVDQWU\�QRW�PHUHO\�DV�SURGXFHUV�RI�FDVK�FURSV�
EXW�DOVR�DV�VXSSOLHUV�RI�ODERXU��7KH�SRLQW�LV�WKDW�D�JRRGV¶�IDPLQH�LV�QRW�FRQGXFLYH�WR�WKH
H[SDQVLRQ�RU�HYHQ�VXVWDLQDELOLW\�RI�ZDJH�HPSOR\PHQW�

7KLV� SRLQW� DSSHDUV� REYLRXV�� EXW� LW� LV� RIWHQ� RYHUORRNHG� LQ� WKH� DQDO\VLV� RI� WKH� HIIHFW� RI
VKRUWDJHV�RQ�UXUDO�SURGXFWLRQ��7KH�DUJXPHQW�PRUH�FRPPRQO\�XVHG�LV�WKDW�VKRUWDJHV�RI
PDQXIDFWXUHG� FRQVXPHU� JRRGV� DQG� RI� IDUP� LQSXWV� DQG� LPSOHPHQWV� �L�H�� WKH� VR�FDOOHG
LQFHQWLYH�JRRGV��KDYH�GHWULPHQWDO�HIIHFWV�RQ�WKH�VXSSO\�RI�PDUNHWHG�VXUSOXVHV�RI� IRRG
DQG�RI�H[SRUW�FURSV�E\�VPDOOKROGHU�SURGXFHUV��VHH��IRU�H[DPSOH��%HUWKpOHP\�HW�DO�������
DQG�%HUWKpOHP\�DQG�0RUULVVRQ�������� ,PSOLFLW� LQ� WKLV� DUJXPHQW� LV� WKH�YLHZ� WKDW� UXUDO
SURGXFHUV�DUH�PDLQO\�VPDOOKROGHU�SURGXFHUV��:KDW�KDV�EHHQ�ODUJHO\�QHJOHFWHG��KRZHYHU�
LV� WKH�HIIHFW�RI� WKH�DYDLODELOLW\�RI�ZDJH�JRRGV�RQ� WKH� JURZWK�RU� VXVWDLQDELOLW\�RI� UXUDO
ZDJH� HPSOR\PHQW�� LQFOXGLQJ� PLJUDQW� ODERXU�� <HW� WKH� GHDUWK� RI� ZDJH� JRRGV� �ERWK
IRRGVWXIIV�DQG�PDQXIDFWXUHG�FRQVXPHU�JRRGV��SXW� OLPLWV�RQ� WKH�DELOLW\� WR�DWWUDFW�ZDJH
ODERXU�IRU�DJULFXOWXUDO�SURGXFWLRQ�RU�VROGLHUV�IRU�ZDU�

,Q� =DPEH]LD�� IRU� H[DPSOH�� WKH� SODQWDWLRQV� DQG� WKH� DUP\� ERWK� QHHGHG� IRRG� WR� IHHG
PLJUDQW� ZRUNHUV� DQG� VROGLHUV�� 2IILFLDOO\� PDUNHWHG� IRRG� VXSSOLHV�� KRZHYHU�� ZHUH
LQVXIILFLHQW�DQG�GHFOLQHG�DV�WKH�VWDWH�VHFWRU�ORVW�FRQWURO�LQ�IDYRXU�RI�SULYDWH�WUDGHUV�ZKR
RSHUDWHG�ZLWKLQ�SDUDOOHO�PDUNHW�FLUFXLWV��7KH�VWDWH�VHFWRU��WKHUHIRUH��EHFDPH�WKH�SULQFLSDO
SOD\HU��RQ�WKH�GHPDQG�VLGH��LQ�WKH�SDUDOOHO�PDUNHWV�DV�WKH�DUP\�DQG�SODQWDWLRQV�WXUQHG�WR
SULYDWH�WUDGHUV�WR�EX\�IRRG��WKHUHE\�EXLOGLQJ�DQ�DOOLDQFH�DW�WKH�ORFDO�OHYHO�EHWZHHQ�VWDWH
DGPLQLVWUDWRUV�DQG�PDQDJHUV�DQG�SDUDOOHO�PDUNHW�WUDGHUV��&($�������

,Q�DQ�HFRQRP\�EHVHW�E\�VKRUWDJHV�� WKH�DFFHVV�RI�SULYDWH� WUDGHUV� WR� WKH�VXSSO\�RI�EDVLF
PDQXIDFWXUHG� FRQVXPHU� JRRGV� �DQG� IDUP� LQSXWV� RU� LPSOHPHQWV�� HQDEOHG� WKHP� WR
LQFUHDVH�WKHLU�FRQWURO�RYHU�PDUNHWHG�VXUSOXVHV�RI�IRRG��RIWHQ�E\�PDNLQJ�WKH�SXUFKDVH�RI
PDQXIDFWXUHG� FRQVXPHU� JRRGV� FRQGLWLRQDO� XSRQ� WKH� VDOH� RI� IRRG�� 7KH� ORJLF� RI� WKLV
V\VWHP� ZDV� WKDW� WKRVH� ZKR� KDG� D� EHWWHU� DJULFXOWXUDO� EDVH�� DQG� WKHUHIRUH� KDG� IRRG
VXUSOXVHV�WR�VHOO��UHFHLYHG�WKH�JUHDWHU�VKDUH�RI�WKH�DYDLODEOH�VXSSO\�RI�FRQVXPHU�JRRGV�
,Q� WLPHV� RI� VKRUWDJH�� LW� ZDV� WKLV� FRQWURO� RYHU� ZDJH� JRRGV� WKDW� PDWWHUHG� PRVW� WR
SURYLGLQJ� SULYDWH� IDUPHUV� DQG� WKH� ULFKHU� SHDVDQWU\� ZLWK� WKH� PHDQV� WR� DWWUDFW� FKHDS
ODERXU��7KH�SDUDOOHO�HFRQRP\��WKHUHIRUH��EHFDPH�DQ�LPSRUWDQW�YHKLFOH�LQ�SURSHOOLQJ�D�IDU
PRUH�SURQRXQFHG�VRFLDO�GLIIHUHQWLDWLRQ�RI�WKH�SHDVDQWU\��:X\WV������������

7R�VXP�XS��)UHOLPR¶V�HFRQRPLF�SROLFLHV�HURGHG�DV�WKH�ROG�ODERXU�UHVHUYHV�ZHUH�ORVW�WR
5HQDPR¶V�LQILOWUDWLRQ�DQG�RFFXSDWLRQ��WKH�VWDWH�IDUPV�DQG�SODQWDWLRQV�PHW�ZLWK�ILQDQFLDO
UXLQ��DQG�WKH�SDUDOOHO�HFRQRP\�LQFUHDVLQJO\�JDLQHG�FRQWURO�RYHU�IRRG�PDUNHWLQJ�DQG�WKH
VDOH�RI�PDQXIDFWXUHG�FRQVXPHU�JRRGV�ZLWKLQ�UXUDO�DUHDV��7KH�UHVXOW�RI� WKHVH�SURFHVVHV
ZDV�D�PXFK�PRUH�SURQRXQFHG�UHJLRQDO�DQG�VRFLDO�GLIIHUHQWLDWLRQ�RI� WKH�UXUDO�HFRQRP\
DQG�VRFLHW\�LQ�WKH�FRQWH[W�RI�IDOOLQJ�DJULFXOWXUDO�RXWSXW��FULVLV�DQG�ZDU��7KH�WUDGLWLRQDO
ODERXU�H[SRUW�DUHDV�EHFDPH�LQFUHDVLQJO\�PDUJLQDOL]HG�DV�WKH\�ZHUH�OHIW�RSHQ�WR�5HQDPR
LQILOWUDWLRQ�DQG�RFFXSDWLRQ��DQG�ODUJH�SRSXODWLRQ�PRYHPHQWV�WRRN�SODFH�DV�SHDVDQWV�IOHG
IURP�ZDU�DQG�IDPLQH�]RQHV��VHH�GH�6RXVD������RQ�WKH�FDVH�RI�0DQLFD�IRU�H[DPSOH���,Q
WKH� FHQWUHV� RI� KLJK� DJULFXOWXUDO� RXWSXW� DQG� FRPPHUFLDO� SRWHQWLDO� XQGHU� PLOLWDU\
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SURWHFWLRQ��WKH�VRFLDO�GLIIHUHQWLDWLRQ�RI�WKH�SHDVDQWU\�GHHSHQHG�XQGHU�WKH�LPSXOVH�RI�WKH
GHYHORSPHQW� RI� WKH� SDUDOOHO� HFRQRP\� DQG� LQ� WKH� DEVHQFH� RI� H[SOLFLW� VWDWH� VXSSRUW
WDUJHWHG� WR� SHDVDQW� SURGXFHUV�� 7KRVH� ZLWK� DFFHVV� WR� SRZHU� DQG� UHVRXUFHV²PLJUDQWV
DEURDG�HDUQLQJ�IRUHLJQ�H[FKDQJH��WKH�VNLOOHG�ODERXUHUV�RQ�VWDWH�IDUPV�ZKR�FRXOG�FKDQQHO
UHVRXUFHV�DQG�H[SHUWLVH�WR�WKHLU�SULYDWH�KROGLQJV��RU�WKRVH�ZHOO�HQGRZHG�DQG�FRQQHFWHG
WR� ORFDO� SRZHU� VWUXFWXUHV²RIWHQ� PDQDJHG� WR� JDLQ� D� VWURQJKROG� LQ� DJULFXOWXUDO
SURGXFWLRQ��WUDGH�RU�WUDQVSRUW��)RRG�GHILFLW�SURGXFLQJ�KRXVHKROGV�GHVSHUDWHO\�VRXJKW�WR
REWDLQ�ZDJH�ZRUN�ZKHUHYHU�IRRG��DQG�RWKHU�FRPPRGLWLHV��FRXOG�EH�ERXJKW�IRU�FDVK��)DU
IURP�UHWUHDWLQJ�LQWR�D�VXEVLVWHQFH�HFRQRP\��WKHUHIRUH��WKH�ZDU�DQG�FULVLV�KHLJKWHQHG�WKH
QHHG�IRU� WKH�SRRUHU�SHDVDQWU\�WR�VHOO� WKHLU� ODERXU� WR�REWDLQ�FDVK� WR�EX\� IRRG�DQG�RWKHU
UXUDO�ZDJH�JRRGV�

� (FRQRPLF�UHIRUPV��SULYDWH�IDUPLQJ�DQG�WKH�ULVH�RI�WKH�VPDOOKROGHU�PRGHO

(FRQRPLF�SROLF\� LQ� WKH�FRQWH[W�RI�ZDU�RI�QHFHVVLW\� LQYROYHV�D�FRPSOH[�EDODQFLQJ�DFW�
2Q� WKH� RQH� KDQG�� WKHUH� LV� WKH� QHHG� WR� UHVWUDLQ� KRXVHKROG� FRQVXPSWLRQ�� WR� PDLQWDLQ
SURGXFWLRQ�LQFHQWLYHV��DQG�WR�DYRLG�GHHSHQLQJ�SRYHUW\��2Q�WKH�RWKHU�KDQG��LW�LV�GHVLUDEOH
WR� GLVWULEXWH� WKH� FRVWV� RI� WKH� ZDU� HTXLWDEO\� DQG� WR� OD\� WKH� IRXQGDWLRQV� IRU� SRVW�ZDU
UHFRQVWUXFWLRQ� DQG� JURZWK� �)LW]*HUDOG� ������ ����� ,Q� 0R]DPELTXH�� HFRQRPLF� SROLF\
GXULQJ� WKH� ZDU� LQYROYHG� D� WUDQVLWLRQ� IURP� FHQWUDO� SODQQLQJ� WR� PDUNHW� HFRQRP\�� 7KH
TXHVWLRQV�WKHQ�DULVH�ZK\�WKLV�WUDQVLWLRQ�ZDV�LQLWLDWHG�LQ�WKH�PLGVW�RI�D�ZDU�DQG�KRZ�ZHOO
WKHVH�UHIRUPV�PDQDJHG�WR�EDODQFH�WKLV�FRPSOH[�VHW�RI�REMHFWLYHV��SDUWLFXODUO\�DV�UHJDUGV
WKH�DJUDULDQ�TXHVWLRQ�

7KH�QHFHVVLW\�IRU�HFRQRPLF�UHIRUPV�DURVH�RXW�RI�WKH�HVFDODWLRQ�RI�WKH�ZDU��%\�������LW
KDG�EHFRPH�FOHDU�WKDW�)UHOLPR�KDG�SURJUHVVLYHO\�ORVW�FRQWURO�RYHU�UXUDO�SURGXFWLRQ�DQG
H[FKDQJH�WR�WKH�SDUDOOHO�HFRQRP\��KDG�IDLOHG�WR�PRELOL]H�WKH�SHDVDQWU\�EHKLQG�WKH�ZDU
HIIRUW��DQG�KDG�VKRZQ�LWVHOI�XQDEOH�WR�VWRS�WKH�VSUHDG�RI�5HQDPR¶V�LQILOWUDWLRQ�LQWR��DQG
GHVWUXFWLRQ�RI��WKH�UXUDO�VRFLHW\�DQG�HFRQRP\��)UHOLPR��WKHUHIRUH��GHVSHUDWHO\�QHHGHG�WR
UHJDLQ�WKH�LQLWLDWLYH��'RPHVWLFDOO\��WKLV�ZDV�GRQH�E\�RSHQLQJ�WKH�GRRU�WR�SULYDWH�VHFWRU
GHYHORSPHQW�DQG�VPDOOKROGHU�SURGXFWLRQ��SDUWLFXODUO\�LQ�WKH�UXUDO�DUHDV��,QWHUQDWLRQDOO\�
LW�LQYROYHG�VHHNLQJ�WR�LVRODWH�5HQDPR�E\�RSHQLQJ�XS�WR�WKH�:HVW�DQG�DGRSWLQJ�PDUNHW�
RULHQWHG� UHIRUPV� XQGHU� WKH�ZDWFKIXO� H\HV� RI� WKH� ,0)� DQG� WKH�:RUOG� %DQN�� 7RJHWKHU
WKHVH� GHYHORSPHQWV� OHG� HYHQWXDOO\� WR� WKH� DEDQGRQPHQW� RI� FHQWUDO� SODQQLQJ� DQG� WR� WKH
DGRSWLRQ�DQG�FRQVROLGDWLRQ�RI�VWUXFWXUDO�DGMXVWPHQW�SROLFLHV��VHH�WKH�&DVWHO�%UDQFR�HW�DO�
����� DV� ZHOO� DV� &DVWHO�%UDQFR� ������ +DOO� DQG� <RXQJ� ������ DQG� :X\WV� �������� ,Q
0R]DPELTXH�� WKHUHIRUH�� WKH� SURFHVV� RI� WUDQVLWLRQ� IURP� FHQWUDO� SODQQLQJ� WR� D� PDUNHW
HFRQRP\�QRW�RQO\�SUHFHGHG� WKH�SHDFH�SURFHVV� �WKH�PRYH� IURP�ZDU� WR�SHDFH���EXW�DOVR
PDGH�LW�SRVVLEOH�IRU�WKH�SURFHVV�WR�RFFXU��7KDW�LV��WKH�DGRSWLRQ�RI�HFRQRPLF�UHIRUPV�ZDV
DQ� LPSRUWDQW� IDFWRU� LQ� VHWWLQJ� WKH� VFHQH� IRU� SHDFH�� %XW� KRZ� ZHOO� GLG� WKH� HFRQRPLF
UHIRUPV�GHDO�ZLWK�WKH�DJUDULDQ�TXHVWLRQ�LQ�WKH�FRQWH[W�RI�ZDU�DQG�WKH�PRYH�WR�SHDFH"
������������������������������������������������

� $W�WKH�SROLWLFDO�OHYHO��)UHOLPR�VRXJKW�WR�IXUWKHU�LWV�DGYDQWDJH�IURP������RQZDUGV�DV�IROORZV��µ«�WKH
DEDQGRQPHQW� ILUVW� RI� µ0DU[LVP�/HQLQLVP¶� DQG� VXEVHTXHQWO\� RI� WKH� SDUW\¶V� µOHDGLQJ� UROH¶� PDGH� LW
SRVVLEOH�WR�VKLIW�WKH�SROLWLFDO�WHUUDLQ�LQ�PRUH�GUDPDWLF�ZD\V�DQG�WR�XVH�WKRVH�VKLIWV�WR�FRQWLQXH�NHHSLQJ
5HQDPR� RII�JXDUG� DQG� GLVDGYDQWDJHG²WR� GUDZ� 5HQDPR� RQ� WR� D� GLIIHUHQW� NLQG� RI� SROLWLFDO� WHUUDLQ�
ZKLFK� PD[LPL]HG� )UHOLPR¶V� �SROLWLFDO�� DGYDQWDJHV� DQG� PLQLPL]HG� 5HQDPR¶V� �PLOLWDU\�� RQHV¶� �+DOO
DQG� <RXQJ� ������ �������� ,W� ZDV� WKLV� SROLWLFDO� SURFHVV� RI� LVRODWLQJ� 5HQDPR� �ZKLFK� IXUWKHUPRUH
SURJUHVVLYHO\�ORVW�LWV�EDFNLQJ�IURP�6RXWK�$IULFD��ZKLFK�VXEVHTXHQWO\�RSHQHG�WKH�GRRU�WRZDUGV�SHDFH
QHJRWLDWLRQV�DQG�WKH�HYHQWXDO�SHDFH�DFFRUG�RI������



��

7R�DQVZHU�WKLV�TXHVWLRQ��LW�LV�LPSRUWDQW�WR�SRLQW�RXW�WKDW�GXULQJ�WKH�SKDVH�RI�HFRQRPLF
UHIRUP�� WKH� LQLWLDWLYH� LQ� PDWWHUV� RI� HFRQRPLF� SROLF\� VKLIWHG� WRZDUGV� WKH� GRQRU
FRPPXQLW\� XSRQ�ZKRVH� DLG� UHVRXUFHV� WKH� JRYHUQPHQW� LQFUHDVLQJO\� FDPH� WR� UHO\� �VHH
&DVWHO�%UDQFR�HW�DO��������$GGLVRQ�DQG�GH�6RXVD�������$UQGW�HW� DO��������� ,Q�YROXPH
WHUPV��IRUHLJQ�JUDQWV�LQFUHDVHG�QHDUO\�ILYHIROG�LQ�GROODU�WHUPV�EHWZHHQ������DQG������
ZKHUHDV�IRUHLJQ�JUDQWV�SOXV�WKH�QHW�LQIORZ�RI�FRQFHVVLRQDO�FDSLWDO�IORZV�DQG�GHEW�UHOLHI
LQFUHDVHG�E\����SHU�FHQW��:X\WV�����������������,Q�������WKH�ODWWHU�WRWDO�HTXDOOHG����SHU
FHQW�RI�*'3��ZKLOH�LQ�������WKLV�SHUFHQWDJH�KDG�ULVHQ�WR����SHU�FHQW��DQ�DOPRVW�WKUHHIROG
LQFUHDVH��:X\WV�������������%\�������WKH�WUDGH�GHILFLW�DPRXQWHG�WR����SHU�FHQW�RI�*'3�
DV�DJDLQVW�D�ORZ�RI����SHU�FHQW�LQ�������:X\WV��������������0RUHRYHU��DORQJ�ZLWK�WKH
JURZWK� LQ� WKH� YROXPH�RI� DLG� FDPH� D� FKDQJH� LQ� WKH� IRUP� RI� DLG�� IURP� SURMHFW� VXSSRUW
WRZDUGV� D� JUHDWHU� HPSKDVLV� RQ� SURJUDPPH� DLG²EDODQFH� RI� SD\PHQW� VXSSRUW� DQG
HPHUJHQF\�DLG���:LWK�UHJDUG�WR�EDODQFH�RI�SD\PHQWV�VXSSRUW��WKH�LQLWLDO�HPSKDVLV�RI�DLG
GRQRUV� FRQFHQWUDWHG� RQ� LPSRUW� VXSSRUW� WR� VWLPXODWH� RXWSXW� UHFRYHU\��ZKLOH�� DW� D� ODWHU
VWDJH��IURP�WKH�HDUO\�����V�RQZDUGV��DWWHQWLRQ�VKLIWHG�WRZDUGV�EXGJHW�VXSSRUW�WR�ILQDQFH
VRFLDO�VHFWRUV��VHH�$GGLVRQ�DQG�1GLNXPDQD������DV�ZHOO�DV�:X\WV�������

0XFK�RI�WKH�HFRQRPLF�UHIRUP�SURJUDPPH�ZDV�WKHUHIRUH�GULYHQ�E\�WKH�GRQRUV�LQ�JHQHUDO
DQG� WKH� ,0)� DQG� WKH� :RUOG� %DQN� LQ� SDUWLFXODU�� HVSHFLDOO\� IURP� ����� RQZDUGV� �IRU
H[DPSOH� VHH�&DVWHO�%UDQFR�HW�DO�������RQ�SULYDWL]DWLRQ���+RZHYHU�� WKH�%:,V� IRXQG� LW
GLIILFXOW� WR� LQFRUSRUDWH� WKH� IDFW�RI�ZDU� LQWR� WKHLU�SROLF\�PRGHOV��$V�)LW]*HUDOG�SXWV� LW�
µ����WKHLU� DQDO\VLV� RI� WKH� SUREOHPV� RI� XQGHUGHYHORSPHQW� DQG� SRYHUW\� GRHV� QRW� LQFOXGH
ZDU�DV�D�FKDUDFWHULVWLF�IHDWXUH¶��)LW]*HUDOG������������7KLV�ZDV�DOVR�WUXH�LQ�WKH�FDVH�RI
0R]DPELTXH� �:X\WV� ������� 7KH� TXHVWLRQ� RI� HFRQRPLF� UHFRQVWUXFWLRQ� GLG� QRW� IHDWXUH
SURPLQHQWO\�ZLWKLQ�WKH�PDLQVWUHDP�RI�PDFURHFRQRPLF�SROLFLHV��EXW�ZDV�OHIW�DV�WKH�PDLQ
FRQFHUQ�RI� HPHUJHQF\� DLG� �VHH�$GGLVRQ� ����D� IRU� D� FULWLTXH� RI� WKLV� VHSDUDWLRQ� RI� WKH
DJHQGDV�RI�UHFRQVWUXFWLRQ�DQG�UHIRUP���7KH�UROH�RI�ILQDQFLDO�SURJUDPPH�DLG�LQ�JHQHUDO�
DQG� LPSRUW� VXSSRUW� LQ� SDUWLFXODU�� ZDV� WR� FUHDWH� D� QHZ� PDFURHFRQRPLF� SROLF\
HQYLURQPHQW� GHILQHG� PRUH� RU� OHVV� LQGHSHQGHQWO\� IURP� WKH� FRQWH[W� RI� ZDU�� ZKLOH
HPHUJHQF\�DLG�ZDV�PHDQW�WR�DOOHYLDWH�WKH�KDUGVKLSV�LQIOLFWHG�E\�ZDU�DQG�IDPLQH��ZLWKRXW
EHLQJ�H[SOLFLWO\�FRQFHUQHG�ZLWK�GHYHORSPHQW��:X\WV�������

%XW� LJQRULQJ� WKH� UHDOLW\� RI� ZDU� LQ� WKH� GHVLJQ� RI� ,0)�� DQG� :RUOG� %DQN�LQVSLUHG
PDFURHFRQRPLF�SROLFLHV�GRHV�QRW�PHDQ�WKDW�VXFK�SROLFLHV�ZHUH�QHXWUDO�LQ�WHUPV�RI�KRZ
WKH� EXUGHQ� RI� WKH� ZDU� ZDV� GLVWULEXWHG� ZLWKLQ� VRFLHW\�� ZKLFK� UHVRXUFHV� �LQ� SDUWLFXODU�
IRUHLJQ�DLG�UHVRXUFHV��ZHUH�PDGH�DYDLODEOH�WR�ZKRP��DQG�KRZ�WKLV�ODLG�WKH�IRXQGDWLRQV
IRU� SRVW�ZDU� UHFRQVWUXFWLRQ� DQG� JURZWK�� 0RUHRYHU�� DV� DUJXHG� DERYH�� )UHOLPR¶V� RZQ
DJHQGD� IRU� HFRQRPLF� UHIRUPV� IURP� ����� RQZDUGV� ZDV� YHU\� PXFK� GULYHQ� E\� WKH
REMHFWLYH� WR� UHFDSWXUH� WKH� LQLWLDWLYH� DZD\� IURP� 5HQDPR�� :KDW� XQLWHG� ERWK� SROLF\
DJHQGDV� DQG� OHG� WR� WKHLU� �RIWHQ� VRPHZKDW� XQHDV\�� FRQYHUJHQFH� DV� IDU� DV� UXUDO
GHYHORSPHQW�ZDV�FRQFHUQHG��ZDV�WKH�VKLIW�LQ�HPSKDVLV�WRZDUGV�D�PRGHO�RI�WKH�SHDVDQWU\
DV� D�PDVV� RI� VPDOOKROGHU� SURGXFHUV��:LWK� UHVSHFW� WR� WKH� DJUDULDQ� TXHVWLRQ�� WKHUHIRUH�
SULFH� UHIRUPV� EDFNHG� E\� LPSRUW� VXSSRUW� ZHUH� VHHQ� DV� WKH� NH\�PHFKDQLVPV� WR� SURSHO
UXUDO� FKDQJH� E\� VWLPXODWLQJ� SULYDWH� IDUPHUV� DQG� VPDOOKROGHU� SURGXFHUV� DOLNH�� 3ULFH

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

� 1RWH��KRZHYHU��WKDW�WKH�SHUFHQWDJH�VKDUHV�RI�*'3�DUH�LQIOXHQFHG�QRW�RQO\�E\�FKDQJHV�LQ�WKH�YROXPH�RI
DLG��EXW�DOVR�E\�FKDQJHV�LQ�WKH�UHDO�H[FKDQJH�UDWH��:X\WV��������������

� )RU� D� GLVFXVVLRQ� RI� GLIIHUHQW� IRUPV� RI� DLG� XQGHU� VWUXFWXUDO� DGMXVWPHQW�� VHH�:KLWH� �������� $� PRUH
HODERUDWH�GLVFXVVLRQ�RI�WKH�FKDQJLQJ�IRUPV�RI�DLG�LQ�0R]DPELTXH�FDQ�EH�IRXQG�LQ�:X\WV��������



��

OLEHUDOL]DWLRQ�LQ�SDUWLFXODU�ZDV�VHHQ�WR�FRQVWLWXWH�WKH�PDLQ�YHKLFOH�WR�VWLPXODWH�HFRQRPLF
UHFRYHU\�LQ�DJULFXOWXUH��VHH�:RUOG�%DQN������DQG��IRU�D�FULWLFDO�GLVFXVVLRQ��7DUS�������

,Q� DVVHVVLQJ� WKH� UHOHYDQFH� RI�.H\QHV¶V� TXHVWLRQ� RI� µKRZ� WR� SD\� IRU� WKH�ZDU¶� WR� ORZ�
LQFRPH� ZDUWLPH� FRXQWULHV�� )LW]*HUDOG� ������� ���� VWUHVVHV� WKH� LPSRUWDQFH� RI�� �D�� WKH
QHHG�WR�VXVWDLQ�WKH�UXUDO�UHDO�WHUPV�RI�WUDGH�UHFHLYHG�E\�UXUDO�SURGXFHUV�LQ�JHQHUDO��DQG
WKH� SHDVDQWU\� LQ� SDUWLFXODU�� IRU� LWV� IRRG� VXSSO\� ZKLFK� FRQVWLWXWHV� WKH� PDLQ� EDVLV� RI
�XUEDQ�� UHDO�ZDJHV�� DQG� RI� �E�� WKH� QHHG� WR� VXSSRUW� VPDOO�VFDOH� DVVHW� DFFXPXODWLRQ� E\
VPDOO� �KRXVHKROG�� SURGXFHUV� WR� LQFUHDVH� KRXVHKROG� VHFXULW\� DQG� SURGXFWLYLW\�� 0RUH
VSHFLILFDOO\��)LW]*HUDOG������������DUJXHV�WKDW�

µ,Q� FRQVHTXHQFH�� WKH� ILUVW� HOHPHQW� RI� DQ� DOWHUQDWLYH� VWDELOL]DWLRQ
SURJUDPPH�ZRXOG�EH�WR�GLYHUW� LQGXVWULDO�SURGXFWLRQ�DQG�LPSRUW�VXSSRUW
SURJUDPPHV� WRZDUGV� WKH� VXSSO\� RI� DJULFXOWXUDO� SURGXFHU� JRRGV� DQG
DSSURSULDWH� UXUDO� FRQVXPSWLRQ� JRRGV�� ����� 7KH� HTXLYDOHQW� WR� .H\QHV¶V
ZRUNHUV¶�VDYLQJ�SURJUDPPHV�LQ�ZDUWLPH�ZRXOG�EH�DQ�DSSURSULDWH�IRUP�RI
VPDOO�VFDOH�DVVHW�DFFXPXODWLRQ�WKDW�GRHV�QRW�LQYROYH�VXEVWDQWLDO�LPSRUWHG
UHVRXUFHV� DQG� LV� D� UHDO� LQFHQWLYH� WR� LQFUHDVH� SURGXFWLYLW\� HYHQ� WKRXJK
FXUUHQW�FRQVXPSWLRQ�LV�FRQVWUDLQHG��2QH�SRVVLELOLW\�ZRXOG�EH�WKH�VDOH�RI
UXUDO�RU�XUEDQ� ODQG�DV�D�PHDQV�RI�DEVRUELQJ�H[FHVV�PRQH\�EDODQFHV� �RU
IUHH� GLVWULEXWLRQ� WR� WKH� SRRUHVW� KRXVHKROGV���ZKLFK� LQFUHDVHV� KRXVHKROG
VHFXULW\� DQG� SURYLGHV� WKH� EDVLV� IRU� SRVW�ZDU� UHFRQVWUXFWLRQ�� $QRWKHU
SRVVLELOLW\�ZRXOG�EH�WR�VWLPXODWH�VPDOO�VFDOH�IL[HG�LQYHVWPHQW�GLUHFWO\�E\
SURYLGLQJ� VLPSOH� QRQ�WUDGHG� FDSLWDO� JRRGV� OLNH� FDWWOH�� EDUEHG� ZLUH� RU
FRQVWUXFWLRQ�PDWHULDOV�DW�UHDVRQDEOH�FRVWV¶�

,Q�IDFW��ERWK�WKHVH�FRQFHUQV�UDLVHG�E\�)LW]*HUDOG�ORRPHG�ODUJH�ZLWKLQ�WKH�0R]DPELFDQ
GHEDWHV�RQ��DQG�H[SHULHQFH�ZLWK��HFRQRPLF�UHIRUPV�GXULQJ�WKH�ZDU��/LWWOH�DWWHQWLRQ�ZDV
JLYHQ�� KRZHYHU�� WR� WKH� QH[XV� EHWZHHQ� UXUDO� �PLJUDQW�� ZDJH� ODERXU� DQG� KRXVHKROG
SURGXFWLRQ�ZKLFK� KLVWRULFDOO\� XQGHUVFRUHG� WKH� SURILWDELOLW\� RI� ODUJH�VFDOH� IDUPLQJ�� RQ
WKH� RQH� KDQG�� DQG� VXVWDLQHG� SHDVDQWV¶� OLYHOLKRRGV�� RQ� WKH� RWKHU�� ,Q� WKLV� UHVSHFW�� LW� LV
LQWHUHVWLQJ�WR�QRWH�WKDW�)LW]*HUDOG¶V�PRUH�JHQHUDO�DUJXPHQW�LV�HTXDOO\�EDVHG�RQ�D�PRGHO
ZKLFK� IHDWXUHV� VPDOOKROGHU�SURGXFHUV�ZKR�GHSHQG�RQ� WKH� UXUDO� UHDO� WHUPV�RI� WUDGH� IRU
WKHLU� OLYHOLKRRGV�� RQ� WKH� RQH� KDQG�� DQG� XUEDQ�ZDJH� HDUQHUV�ZKRVH� OLYHOLKRRGV�PDLQO\
GHSHQG�RQ�WKH�SULFH�RI�IRRG�DV�WKH�EDVLV�RI�WKHLU�UHDO�ZDJHV��RQ�WKH�RWKHU��,Q�RWKHU�ZRUGV�
WKH� VSHFLILF� FKDUDFWHU� RI� WKH� GLIIHUHQW� SDWWHUQV� RI� UXUDO� DFFXPXODWLRQ� DQG� VRFLDO
GLIIHUHQWLDWLRQ�DQG�WKH�QDWXUH�RI�HPSOR\PHQW�UHODWLRQV�WKLV�HQWDLOV� LV� ODUJHO\�OHIW�RXW�RI
WKH�SLFWXUH��%XW� WKHVH�SDWWHUQV�QHYHUWKHOHVV�PDWWHU� LQ�VKDSLQJ� WKH�VSHFLILF�RXWFRPHV�RI
PDFURHFRQRPLF�SROLFLHV�

)LUVW�� DV�DUJXHG�DERYH�� JRRGV¶�DYDLODELOLW\�PDWWHUHG� D� JUHDW�GHDO� LQ�0R]DPELTXH²QRW
MXVW�WR�VWLPXODWH�SURGXFHUV��EXW�DOVR�WR�DWWUDFW�UXUDO�ODERXU��,Q�WKH�HDUO\�GD\V�RI�HFRQRPLF
UHIRUP��LQ�WKH�PLGVW�RI�JRRGV¶�VFDUFLW\��DFFHVV�WR�ZDJH�JRRGV�ZDV�D�NH\�GHWHUPLQDQW�IRU
SULYDWH� VHFWRU� GHYHORSPHQW�� ,Q� 0DUUDFXHQH�� IRU� H[DPSOH�� GXULQJ� WKH� HDUO\� GD\V� RI
UHIRUPV��DIWHU�WKH��WK�FRQJUHVV�KHOG�LQ��������SULYDWH�IDUPHUV�SURGXFLQJ�YHJHWDEOHV�IRU
VDOH� UHTXHVWHG� �DQG� REWDLQHG�� IRRG� DOORFDWLRQV� IURP� WKH� RIILFLDO� UDWLRQLQJ� V\VWHP� DW
RIILFLDO�SULFHV�WR�EH�DEOH�WR�DWWUDFW�SHDVDQW�ODERXUHUV�ZKR�UHOLHG�RQ�ZDJH�LQFRPH�WR�EX\
IRRG�� /DERXUHUV� RQ� WKHVH� IDUPV� GLG� RYHUWLPH� IRU� WKH� ULJKW� WR� EX\� IRRG�ZLWK� WKH� FDVK
HDUQHG�LQ�D�QRUPDO�ZRUNLQJ�GD\��ZKLOH�WKH�RXWSXW�RI�WKH�IDUP�ZDV�VXEVHTXHQWO\�VROG�LQ



����

SDUDOOHO� PDUNHWV�� �:X\WV� ������ ������� 7KH� H[LVWLQJ� OLWHUDWXUH� �%HUWKpOHP\� DQG
0RUULVVRQ� ������ RQ� WKH� UROH� RI� JRRGV� DYDLODELOLW\� SURSHOOHG� E\� LPSRUW� VXSSRUW� LQ
VWLPXODWLQJ� UXUDO� SURGXFWLRQ� VWUHVVHV� WKH� LPSRUWDQFH� RI� JRRGV� DV� LQFHQWLYH� JRRGV� IRU
VPDOOKROGHU� SURGXFHUV�� EXW� WHQGV� WR� LJQRUH� WKHLU� UROH� DV� ZDJH� JRRGV� WR� VXSSRUW� UXUDO
HPSOR\PHQW��7KH�LPSOLFDWLRQ�LV�WKDW�SDWWHUQV�RI�UXUDO�GLIIHUHQWLDWLRQ�DUH�ODUJHO\�LJQRUHG
RU�UHPDLQ�KLGGHQ�

8QGHU� VWUXFWXUDO� DGMXVWPHQW� DLGHG� E\� LPSRUW� VXSSRUW� DQG� HPHUJHQF\� DLG�� FRPPRGLW\
DYDLODELOLW\�JUDGXDOO\�LPSURYHG�ZLWKLQ�WKH�UXUDO�DUHDV��SDUWLFXODUO\�IURP�WKH�HDUO\�����V
RQZDUGV�ZKHQ�WKH�SHDFH�SURFHVV�ILQDOO\�WRRN�KROG��,QFUHDVLQJO\��PRUH�FRQFHUQV�FDPH�WR
EH�UDLVHG� WKDW� IRUHLJQ�DLG�ZDV�SURSHOOLQJ� WKH�GHYHORSPHQW�RI� WUDGH� LQ� LPSRUWHG�JRRGV�
UDWKHU� WKDQ� VWLPXODWLQJ� SURGXFWLRQ� ZLWKLQ� 0R]DPELTXH� �VHH�� IRU� H[DPSOH�� 0DWDYHOH
������ DQG� 1KDFD� �������� )LUVW�� HPHUJHQF\� DLG� KDG� GULYHQ� D� ZHGJH� LQ� WKH� H[FKDQJH
EHWZHHQ�DJULFXOWXUH� DQG� LQGXVWU\�E\�SURYLGLQJ� WKH�FRXQWU\�ZLWK� LPSRUWHG�JRRGV� �IRRG
VWXIIV�� VHFRQG�KDQG� FORWKLQJ�� KRHV� DQG� LPSOHPHQWV�� HWF��� WR� EH� GLVWULEXWHG� WR� YLFWLPV
IURP� IDPLQH� DQG� WKH� ZDU�� DQG�� VHFRQG�� IURP� WKH� HDUO\� ����V� RQZDUGV�� WKH� LQFUHDVHG
UHOLDQFH�RQ�EDODQFH�RI�SD\PHQW�VXSSRUW�LQ�FDVK��UDWKHU�WKDQ�LPSRUW�VXSSRUW�LQ�NLQG��OHG
WR�LQWHUQDO�UXUDO�PDUNHWV�EHLQJ�IORRGHG�E\�LPSRUWHG�PDQXIDFWXUHG�FRQVXPHU�JRRGV��IDUP
WRROV�DQG�LPSOHPHQWV��&DVWHO�%UDQFR��������������:KDW�LV�RIWHQ�RYHUORRNHG��KRZHYHU�
LV�WKDW�WKLV�SURFHVV�DOVR�OHG�WR�WKH�ELIXUFDWLRQ�RI�FRQVXPHU�GHPDQG��ZLWK�WKH�ORZHU�WLHU
FRQVLVWLQJ� RI� ZDJH� JRRGV� OLNH� LPSRUWHG� VHFRQG� KDQG� FORWKLQJ�� FKHDS� FORWK�� HWF�� $V
VKRUWDJHV� EHFDPH� FRPSDUDWLYHO\� OHVV� DFXWH�� EXW� SULFHV� URVH� DV� D� UHVXOW� RI� WKH
GHSUHFLDWLRQ� RI� WKH� UHDO� H[FKDQJH� UDWH�� WKLV� ELIXUFDWLRQ� RI� FRQVXPHU� GHPDQG� PDGH
SRVVLEOH� WKH� UHODWLYH� FKHDSHQLQJ� RI� �LQGXVWULDO��ZDJH� JRRGV�ZKLFK� LQ� WXUQ� IXHOOHG� WKH
UHFRYHU\�DQG�JURZWK�RI�UXUDO�ZDJH�HPSOR\PHQW��ERWK�ZLWKLQ�DJULFXOWXUH�DQG�ZLWKLQ�WKH
JURZLQJ�LQIRUPDO�VHFWRU��PDGH�GHSHQGHQW�XSRQ�LPSRUWHG�PDQXIDFWXUHG�ZDJH�JRRGV��

6HFRQG��LQ�WKH�GULYH�WR�SURPRWH�SULYDWH�VHFWRU�DQG�VPDOOKROGHU�SURGXFWLRQ��WKH�HIIHFWLYH
DELOLW\�WR�JDLQ�DFFHVV�WR�DVVHWV²ODQG��HTXLSPHQW�DQG�FUHGLW²ZDV�E\�QR�PHDQV�HYHQO\
VSUHDG� DFURVV� UXUDO� SURGXFHUV��7KHUH�ZHUH� WZR�GLPHQVLRQV� WR� WKLV� SURFHVV��2QH� LV� WKH
UHWXUQ�RI��PDLQO\�IRUHLJQ��ODUJH�VFDOH�LQYHVWRUV�LQ�SODQWDWLRQV��ODUJH�VFDOH�IDUPLQJ�RU�LQ
WKH�RUJDQL]DWLRQ�RI�FRQWUDFW�IDUPLQJ��IRU�H[DPSOH��RI�FRWWRQ���7KH�RWKHU�LV�WKH�LQFUHDVLQJ
GLIIHUHQWLDWLRQ�ZLWKLQ�WKH�SHDVDQWU\�
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� 6LPLODUO\��3LWFKHU�������������VWDWHV�WKDW�LQ�1DPSXOD�SURYLQFH��µ����VRPH�KRXVHKROGV�µKLUHG¶�ODERXU�LQ
H[FKDQJH�IRU�IRRG�DQG�RU�GULQN��DQG�VHYHUDO�KRXVHKROGV�UHSRUWHG�ZRUNLQJ�IRU�RWKHUV�LQ�H[FKDQJH�IRU
JRRGV�VXFK�DV�IRRG��GULQN��DQG�FORWKHV¶�

� $W�D�PRUH�WKHRUHWLFDO�OHYHO��WKH�VDPH�DUJXPHQW�KDV�EHHQ�PDGH�E\�%KDGXUL�DQG�6NDUVWHLQ��������ZKR
DUJXH� WKDW� LPSRUW� VXSSRUW�� DIWHU�SRVVLEOH� LQLWLDO�SRVLWLYH�HIIHFWV� LQ� VWLPXODWLQJ� DQ� DJULFXOWXUDO� VXSSO\
UHVSRQVH��FDQ�DGYHUVHO\�DIIHFW�HFRQRPLF�JURZWK�GXH�WR�LWV�GHPDQG�GLVSODFHPHQW�HIIHFWV�

� ,W�LV�RIWHQ�DVVXPHG�WKDW�WKH�LQIRUPDO�VHFWRU�ODUJHO\�FRQVLVWV�RI�D�PDVV�RI�VHOI�HPSOR\HG�SURGXFHUV�RU
WUDGHUV��7KLV�YLHZ� LV� VLPLODU� WR� WKH�QRWLRQ� WKDW� WKH�SHDVDQWU\�FRQVLVWV�RI�DQ�XQGLIIHUHQWLDWHG�PDVV�RI
VPDOOKROGHU� SURGXFHUV� DQG� LJQRUHV� WKH� H[WHQW� WR� ZKLFK� GLIIHUHQWLDWLRQ� SUHYDLOV� ZLWKLQ� SURGXFWLRQ�
0XFK�SURGXFWLRQ�ZLWKLQ� WKH� VR�FDOOHG� LQIRUPDO� VHFWRU��KRZHYHU�� LQYROYHV�ZDJH�HPSOR\PHQW��RQ� WKH
RQH� KDQG�� DQG� WKH� DFFXPXODWLRQ� RI� DVVHWV�� RQ� WKH� RWKHU�� �:X\WV� ������� 7KH� UHDVRQ� LV� WKDW� WKH
SURILWDELOLW\� DQG� YLDELOLW\� RI� ODERXU� LQWHQVLYH� SURGXFWLRQ� GRHV� QRW� RQO\� GHSHQG� RQ� WKH� OHYHO� RI� UHDO
ZDJHV�� EXW� DOVR� RQ� WKH� UHODWLYH� FRVW� RI� ZDJH� JRRGV²QRW� MXVW� RI� IRRG�� EXW� DOVR� RI� PDQXIDFWXUHG
FRQVXPHU�JRRGV��:X\WV�������



����

$V� WR� WKH� IRUPHU�� 3LWFKHU� ������� ������ IRU� H[DPSOH�� PHQWLRQV� WKDW� RXW� RI� WKH� GULYH
WRZDUGV� SULYDWL]DWLRQ� FDPH� WKH� UHWXUQ� RI� -RmR� )HUUHLUD� GRV� 6DQWRV� DQG� RI� *UXSR
(QWUHSRVWR�� ERWK� ROG� FRORQLDO� FRWWRQ� JURZLQJ� DQG� PDUNHWLQJ� FRPSDQLHV�� WR� WKH� UXUDO
VFHQH�LQ�1DPSXOD�VLQFH������� ,Q������� WKH�JRYHUQPHQW�MRLQW�KDQGV�ZLWK�HDFK�RI� WKHVH
FRPSDQLHV�E\�IRUPLQJ�MRLQW�YHQWXUHV²UHVSHFWLYHO\�62'$1�DQG�6$02²ZKLFK�ZLWKLQ
WKHLU�UHVSHFWLYH�µ]RQHV�RI�LQIOXHQFH¶�KDYH�EHHQ�JUDQWHG�PRQRSROLVWLF�DQG�PRQRSVRQLVWLF
SULYLOHJHV�IRU�PDUNHWLQJ�DQG�SURGXFLQJ�FRWWRQ�LQ�WKH�SURYLQFH��/RQUKR��D�QHZ�LQYHVWRU
RQ� WKH� VFHQH�� IROORZHG� WUDFN� LQ� &DER� 'HOJDGR� �+DQORQ� ������ ������ 6LPLODUO\�� D
=LPEDEZH�EDVHG� WREDFFR� FRPSDQ\� VHW� XS� D� FRQWUDFW�IDUPLQJ� VFKHPH� LQ� WKH� %HLUD
FRUULGRU��GUDZLQJ�XSRQ�ODQGOHVV�SHDVDQWV� WR�MRLQ��2¶/DXJKOLQ������������+HQFH�� ODUJH�
VFDOH�SODQWDWLRQV�DQG�PDUNHWLQJ�FRPSDQLHV�KDYH� UH�HPHUJHG�DQG�JURZQ� LQ� LPSRUWDQFH
VLQFH�WKH�VWDUW�RI�HFRQRPLF�UHIRUP��7R�VHFXUH�WKHLU�ILQDQFLDO�YLDELOLW\�DQG�SURILWDELOLW\�
WKH\�VHHN�WR�HVWDEOLVK�PRQRSROLVWLF�DQG�PRQRSVRQLVWLF�SULYLOHJHV�ZLWKLQ�WKHLU�UHVSHFWLYH
]RQHV�RI�LQIOXHQFH�

$V� WR� ODWWHU�� XQOLNH� WKH� FRORQLDO� LQKHULWDQFH�� WKHUH� KDV� EHHQ� D� IDU� PRUH� SURQRXQFHG
SURFHVV�RI�VRFLDO�GLIIHUHQWLDWLRQ�ZLWKLQ�WKH�SHDVDQWU\��&DVWHO�%UDQFR�������2¶/DXJKOLQ
�������2¶/DXJKOLQ������������VXPV�XS�WKH�VLWXDWLRQ�DV�IROORZV�

µ$OWKRXJK�RIILFLDO�SROLF\�HQYLVLRQHG�WKH�GLVWULEXWLRQ�RI�VWDWH�IDUP�ODQG�WR
VPDOOKROGHUV� DV�ZHOO�� WKH�SRRUHVW� IDPLOLHV�� SDUWLFXODUO\� WKRVH� KHDGHG� E\
ZRPHQ�� KDG� GLIILFXOW\� ERWK� LQ� REWDLQLQJ� ODQG� DQG� LQ� KROGLQJ� RQ� WR� LW�
7KH\� FRXOG� QRW� ZHQG� WKHLU� ZD\� WKURXJK� WKH� EXUHDXFUDWLF� SURFHVVHV
QHFHVVDU\� IRU� ODQG� FODLPV�DQG�FUHGLW� DSSOLFDWLRQV�� QRU�SD\� WKH�EULEHV� WR
ORFDO�RIILFLDOV�QHHGHG�WR�DGYDQFH�WKHLU�FODLPV��6RPH�LUULJDWHG�VWDWH�IDUP
ODQG�LQ�WKH�6RXWK�ZDV�GLVWULEXWHG�WR�VPDOOKROGHUV��EXW�PDQ\�KDG�GLIILFXOW\
KROGLQJ�RQ�WR�LW�DQG�ZRUNLQJ�LW�SURGXFWLYHO\��7KH�SRRUHU�ZRPHQ�KHDGHG
KRXVHKROGV� KDG� QHLWKHU� WKH� ODERXU� QRU� UHJXODU� LQFRPH� QHHGHG� WR� KLUH
ODERXU� DQG� GUDIW� DQLPDOV� RU� WR� SXUFKDVH� LQSXWV�� 7KH� PRUH� SURVSHURXV
IDUPHUV� OREELHG� IRU� WKH� H[SXOVLRQ� RI� SRRU� IDUPHUV� IURP� WKH� LUULJDWLRQ
VFKHPHV�EHFDXVH� WKH\�GLG�QRW�KDYH� WKH� ODERXU�QHHGHG� WR�PDLQWDLQ� WKHLU
VHFWLRQ� RI� GUDLQDJH� GLWFKHV�� 7KH� SRVLWLRQ� RI� VPDOO� DQG� PHGLXP�VFDOH
FDSLWDOLVW� IDUPHUV� ZDV� IXUWKHU� HQKDQFHG� WKURXJKRXW� WKH� FRXQWU\� E\� WKH
HDV\� FUHGLW� DQG� DFFHVV� WR� WUDQVSRUW� DQG�PDFKLQHU\�ZKLFK� WKH\� UHFHLYHG
WKURXJK�86$,'¶�

'RQRU�IXQGLQJ�IRU�UXUDO�GHYHORSPHQW�SOD\HG�DQ�LPSRUWDQW�SDUW�LQ�WKLV�HTXDWLRQ��$W�ILUVW�
WKH� GRQRU� FRPPXQLW\� LQ� JHQHUDO�� DQG�86$,'� LQ� SDUWLFXODU� VKRZHG� JUHDW� FRQFHUQ� IRU
UHYLYLQJ�SULYDWH�DJULFXOWXUDO�SURGXFWLRQ��7KLV�SURYLGHG�DQ�LQLWLDO�ERRVW�WR�SULYDWH�IDUPHUV
DQG� WKH� ULFKHU� SHDVDQWU\� DEOH� WR� UHVSRQG� WR� WKLV� LQFUHDVHG� DYDLODELOLW\� RI� DLG�
6XEVHTXHQWO\��KRZHYHU��GRQRU�LQWHUHVWV�GHIOHFWHG�DZD\�IURP�SURGXFWLRQ�LQ�JHQHUDO��DQG
DJULFXOWXUH�LQ�SDUWLFXODU��DQG�WRZDUGV�WKH�VRFLDO�VHFWRUV��:X\WV���������������

7KURXJKRXW� WKH� SURFHVV�� WKHUHIRUH�� WKH� SRRUHU� SHDVDQWU\� DQG� WKH�PDUJLQDOL]HG� UHJLRQV
ZHUH�OHIW�RXW�RI� WKH�SLFWXUH�� ,Q� WKLV� UHVSHFW��1*2�IXQGHG�DFWLYLWLHV�DORQH�SURYLGH� OLWWOH

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

� +DQORQ� ������� ��� PHQWLRQV� WKDW� LQ� HDUO\� ����� µD� JURXS� RI� KHDOWK� ZRUNHUV� LQ� &DER� 'HOJDGR� ZHUH
VKRFNHG� WR� VHH� WKH�%ULWLVK� ILUP�/RQUKR� UHFUXLWLQJ�FKLOG� ODERXU� WR�ZRUN� LQ� WKH�FRWWRQ� ILHOGV�� EHFDXVH
DGXOW� ZRUNHUV� ZHUH� XQZLOOLQJ� WR� ZRUN� IRU� WKH� ORZ� ZDJHV¶�� 7KLV� SUDFWLFH�� KRZHYHU�� GDWHG� IURP� WKH
FRORQLDO�GD\V�DQG�FRQWLQXHG�WR�SUHYDLO�GXULQJ�WKH�GD\V�RI�FHQWUDO�SODQQLQJ��&($�������



����

VFRSH� IRU� DOWHUQDWLYHV�� ,Q� DQ� LQWHUHVWLQJ� QRWH� RQ� UXUDO� FUHGLW�� IRU� H[DPSOH�� 'H�9OHWWHU
�������PHQWLRQV� WKH� VXFFHVV� RI� YLOODJH� EDQNLQJ� VFKHPHV� VHW� XS� VLQFH� ����� E\�:RUOG
5HOLHI��DQ�1*2�RUJDQL]DWLRQ��LQ�&KRNZH��RQH�RI�WKH�EHWWHU�DJULFXOWXUDO�UHJLRQV��*LYHQ
WKH�VKRUW�SD\EDFN�WLPH�RI�WKH�FUHGLW����PRQWKV���VXFK�FUHGLW�LV�PDLQO\�XVHG�IRU�LQIRUPDO
VHFWRU�DFWLYLWLHV�ZLWK�D�TXLFN�WXUQRYHU�WLPH��%XW��KH�VWDWHV��RQO\�WKRVH�KRXVHKROGV�ZKR
FDQ� UHO\� RQ� UHPLWWDQFHV� IURP� PLQH� ODERXU� FDQ� DIIRUG� LQYHVWLQJ� VXFK� FUHGLWV� LQ
DJULFXOWXUDO� DFWLYLWLHV��$V� WR� WKH�PDUJLQDO� DUHDV��$GDP� DQG�&RLPEUD� ������� SRLQW� RXW
WKDW�SRRU�GLVWULFWV��PRVWO\�WKH�IRUPHU�ODERXU�UHVHUYHV��DUH�FKDUDFWHUL]HG�E\�D�KLJK�OHYHO
RI�PDOH�RXW�PLJUDWLRQ��DV�FDQ�EH�VHHQ�IURP�WKH�ORZ�PDOH�WR�IHPDOH�VH[�UDWLRV��DV�ZHOO�DV
D�ORZ�OHYHO�RI�1*2�SUHVHQFH�

,Q� VXP�� XQGHU� WKH� LPSXOVH� RI� HFRQRPLF� UHIRUPV� WKH� SDWWHUQV� RI� VRFLDO� DQG� UXUDO
GLIIHUHQWLDWLRQ� KDYH� EHFRPH�PXFK�PRUH� DFFHQWXDWHG�� $FFHVV� WR� ODQG�� HTXLSPHQW� DQG
FUHGLW� LV�VODQWHG²E\�GHVLJQ�RU�E\�GHIDXOW²LQ�IDYRXU�RI� ODUJH�VFDOH�HQWHUSULVHV��RQ� WKH
RQH�KDQG��DQG�D�UDSLGO\�GHYHORSLQJ�VWUDWD�RI�PHGLXP�DQG�VPDOO�VFDOH�FDSLWDOLVW�IDUPHUV�
RQ�WKH�RWKHU��7KH�SRRUHU�SHDVDQWU\�GRHV�QRW�UHWUHDW�LQWR�VXEVLVWHQFH��KRZHYHU��EXW�UHOLHV
RQ�ZDJH� ODERXU� DORQJ�ZLWK� KRXVHKROG� SURGXFWLRQ� WR� VHFXUH� LWV� OLYHOLKRRG�� 7KH\� QHHG
FDVK� WR� SD\� IRU� �SDUW� RI�� WKHLU� IRRG� QHHGV� DQG� IRU� FKHDS� LPSRUWHG� PDQXIDFWXUHG
FRQVXPHU�JRRGV�DQG�EDVLF�LPSOHPHQWV�

� &RQFOXVLRQV

7KLV� SDSHU� KDV� DUJXHG� WKDW� WKH� HFRQRPLF� SROLFLHV� RI� WUDQVLWLRQ� DQG� UHFRQVWUXFWLRQ� LQ
0R]DPELTXH�� OLNH� WKH� SROLFLHV� RI� FHQWUDO� SODQQLQJ� EHIRUHKDQG�� ZHUH� EDVHG� RQ� DQ
LQDSSURSULDWH� PRGHO� RI� WKH� LQKHULWHG� UXUDO� HFRQRP\�� 8QGHU� FHQWUDO� SODQQLQJ�� WKH
SHDVDQWU\� ZDV� ORRNHG� XSRQ� DV� D� PDVV� RI� VXEVLVWHQFH� SURGXFHUV�� ZLWK� WKH� HFRQRPLF
UHIRUPV�FDPH�WKH�YLVLRQ�RI�WKH�SHDVDQWU\�DV�D�PDVV�RI�VPDOOKROGHU�SURGXFHUV��%RWK�WKHVH
YLHZV� LJQRUHG� WKH� H[WHQW� WR�ZKLFK� SHDVDQW� OLYHOLKRRGV� GHSHQGHG� RQ� WKH� FRPSOH[� DQG
YDULHG�OLQNDJHV�EHWZHHQ�ZDJH�ODERXU�DQG�KRXVHKROG�SURGXFWLRQ��7KLV�SDSHU�KDV�DUJXHG
WKDW�XQGHU�WKH�LPSXOVH�RI�WKH�UHIRUPV�ERWK�WKH�VRFLDO�DQG�UHJLRQDO�GLIIHUHQWLDWLRQ�RI�WKH
FRXQWU\VLGH� KDV� EHFRPH� IDU�PRUH� SURQRXQFHG� �D� FRQFOXVLRQ� VXSSRUWHG� E\� WKH� UHVXOWV
UHSRUWHG�LQ�GH�6RXVD�������

7KH�SURFHVVHV�DW�ZRUN�LQYROYHG�D�SDUWLDO�UHJUHVVLRQ�WR�SDVW�SDWWHUQV�RI�DFFXPXODWLRQ�DQG
ODERXU� XVH�� ,W� LV� D� UHJUHVVLRQ� LQDVPXFK� DV� WKH� UH�HPHUJLQJ� SULYDWH� SODQWDWLRQV�� ODUJH�
VFDOH� IDUPV� DQG� FRPPHUFLDO� FRPSDQLHV� VRXJKW� DQG� VHHN� WR� REWDLQ� PRQRSROLVWLF� DQG
PRQRSVRQLVWLF�SULYLOHJHV�ZLWKLQ�WKHLU�]RQHV�RI�LQIOXHQFH�DQG�WR�UHO\�RQ�PLJUDQW� ODERXU
IURP�WKH�PRUH�GLVWDQW�ODERXU�H[SRUW�DUHDV�� ,W�LV�D�SDUWLDO�UHJUHVVLRQ��KRZHYHU��VLQFH�WKH
FRQGLWLRQV� RI� WKH� FRORQLDO� HFRQRP\� QR� ORQJHU� SUHYDLO�� )LUVW�� DOWKRXJK� IRU�PRVW� RI� LWV
KLVWRU\�WKH�FRORQLDO�HUD�ZDV�FKDUDFWHUL]HG�E\�FKURQLF�ODERXU�VKRUWDJH��WKH�SUHVHQW�HUD�LV
FKDUDFWHUL]HG� E\� ZLGHVSUHDG� XQHPSOR\PHQW�� 6HFRQG�� ZKHUHDV� WKH� FRORQLDO� HFRQRP\
UHOLHG� H[WHQVLYHO\� RQ� IRUFHG� ODERXU� DQG� WKH� IRUFHG� FXOWLYDWLRQ� RI� FURSV� WR� NHHS� UHDO
ZDJHV� DQG� UHDO� SURGXFHU� SULFHV� GRZQ� ZLWK� PLQLPDO� UHOLDQFH� RQ� LPSRUWV�� WKH� SUHVHQW
FRQWH[W� �FKDUDFWHUL]HG�E\�H[FHVV� ODERXU�� UHOLHV�RQ�HFRQRPLF�FRPSXOVLRQ�RI� WKH�SRRUHU
SHDVDQWU\�WR�VHHN�ZDJH�ZRUN�DQG�RQ�LPSRUWV�RI��UHODWLYHO\��FKHDSHU�PDQXIDFWXUHG�ZDJH
JRRGV�WR�NHHS�UHDO�ZDJHV�ORZ��WR�IXHO�WKH�H[SDQVLRQ�RI�HPSOR\PHQW�LQ�DJULFXOWXUH�DQG�LQ
WKH� UXUDO� LQIRUPDO� VHFWRU��$OWKRXJK� WKLV�SURFHVV� FDQ� XQGRXEWHGO\� OHDG� WR� WKH� UHFRYHU\
DQG�JURZWK�RI�DJULFXOWXUDO�SURGXFWLRQ��LW�LV�XQOLNHO\�WR�SURYLGH�D�EDVLV�IRU�EURDG�EDVHG
GHYHORSPHQW�GXH�WR�WKH�SHUVLVWHQW�DQG�FRQWLQXHG�H[FOXVLRQ�RI�WKH�SRRUHU�SHDVDQWU\�IURP
WKH�EHQHILWV�RI�HFRQRPLF�JURZWK�
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5HIHUHQFHV

$GDP�� <�� DQG� +�� &RLPEUD� �������� µ(YROXWLRQ� RI� 'HYHORSPHQW� 6WUDWHJLHV� LQ� 3RVW�
&RORQLDO�0R]DPELTXH¶��LQ�'��6RJJH��HG���0R]DPELTXH��3HUVSHFWLYHV�RQ�$LG�DQG�WKH
&LYLO�6HFWRU��2HVWJHHVW��*HPHHQVFKDSSHOLMN�2YHUOHJ�0HGHILQDQFLHULQJ��������

$GGLVRQ��7�������D���µ5HFRQVWUXFWLRQ�IURP�:DU�LQ�$IULFD��&RPPXQLWLHV��(QWUHSUHQHXUV�
DQG�6WDWHV¶��'LVFXVVLRQ�3DSHU��IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

$GGLVRQ�� 7�� �����E��� µ)URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ¶�� 'LVFXVVLRQ� 3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

$GGLVRQ��7��DQG�&��GH�6RXVD���������µ(FRQRPLF�5HIRUP�DQG�(FRQRPLF�5HFRQVWUXFWLRQ
LQ�0R]DPELTXH¶�� LQ�0��0F*LOOLYUD\� DQG�2��0RUULVVH\� �HGV�� (YDOXDWLQJ�(FRQRPLF
/LEHUDOL]DWLRQ��/RQGRQ��0DFPLOODQ���������

$GGLVRQ�� 7�� DQG� /pRQFH� 1GLNXPDQD� �������� µ2YHUFRPLQJ� WKH� )LVFDO� &ULVLV� RI� WKH
$IULFDQ�6WDWH¶��'LVFXVVLRQ�3DSHU�1R������+HOVLQNL��818�:,'(5�

$UQGW��&���+��7��-HQVHQ��DQG�)��7DUS���������µ6WDELOL]DWLRQ�DQG�6WUXFWXUDO�$GMXVWPHQW�LQ
0R]DPELTXH��$Q�$SSUDLVDO¶��-RXUQDO�RI�,QWHUQDWLRQDO�'HYHORSPHQW������������������

%HUWKpOHP\�� -��&��� -�� 3��$]DP�DQG� -�� -�� )DXFKHU� ��������7KH� 6XSSO\� RI�0DQXIDFWXUHG
*RRGV�DQG�$JULFXOWXUDO�'HYHORSPHQW�� WKH�&DVHV�RI�0DGDJDVFDU�DQG�0R]DPELTXH�
3DULV��2(&'��'HYHORSPHQW�&HQWUH�6WXGLHV�

%HUWKpOHP\��-��&��DQG�&��0RUULVVRQ���������$JULFXOWXUDO�'HYHORSPHQW�LQ�$IULFD�DQG�WKH
6XSSO\�RI�0DQXIDFWXUHG�*RRGV��3DULV��2(&'��'HYHORSPHQW�&HQWUH�6WXGLHV�

%KDGXUL��$��DQG�5��6NDUVWHLQ���������µ6KRUW�SHULRG�0DFURHFRQRPLF�$VSHFWV�RI�)RUHLJQ
$LG¶��&DPEULGJH�-RXUQDO�RI�(FRQRPLFV��������������

%LJVWHQ�� $UQH� �������� µ6HOHFWLQJ� 3ULRULWLHV� IRU� 3RYHUW\� 5HGXFWLRQ� DQG� +XPDQ
'HYHORSPHQW��7KH�&DVH�RI�(WKLRSLD¶��5,3�����+HOVLQNL��818�:,'(5��$XJXVW��

&DVWHO�%UDQFR��&��1�� �������� µ3UREOHPDV�(VWUXWXUDLV�GR�'HVHQYROYLPHQWR�$JUiULR¶�� LQ
&DVWHO�%UDQFR� �HG���0RoDPELTXH��3HUVSHFWLYDV�(FRQyPLFRV��0DSXWR��8QLYHUVLGDGH
(GXDUGR�0RQGODQH�DQG�)ULHGULFK�(EHUW�)RXQGDWLRQ��������

&DVWHO�%UDQFR��&��1����������µ2So}HV�(FRQyPLFDV�GH�0RoDPELTXH�����������3UREOHPD�
OLo}HV�H�LGHLDV�DOWHUQDWLYDV¶��LQ�%��0D]XOD��HG���0RoDPELTXH��(OHLo}HV��'HPRFUDFLD�H
'HVHQYROYLPHQWR��0DSXWR��,QWHU�$IULFD�*URXS����������

&DVWHO�%UDQFR�� &DUORV�� &KULV� &UDPHU� ZLWK� 'HJRO� +DLOX� �������� µ3ULYDWL]DWLRQ� DQG
(FRQRPLF� 6WUDWHJ\� LQ� 0R]DPELTXH¶�� 'LVFXVVLRQ� 3DSHU� �IRUWKFRPLQJ��� +HOVLQNL�
818�:,'(5�

&($� �&HQWUR� GH� (VWXGRV� $IULFDQRV�� ��������2� VHFWRU� HVWDWDO� GH� DOJRGmR²)RUoD� GH
WDEDOKR� H� SURGXWLYLGDGH�� XP� HVWXGR� GD� 8�3�� ,,� 0HWRFKHULD�� 0DSXWR�� &($�
8QLYHUVLGDGH�(GXDUGR�0RQGODQH�

GH� 6RXVD�� &ODUD� �������� µ5HEXLOGLQJ� 5XUDO� /LYHOLKRRGV� DQG� 6RFLDO� &DSLWDO�
0R]DPELTXH¶V� ([SHULHQFH¶�� :RUNLQJ� 3DSHU� 1R�� ����� +HOVLQNL�� 818�:,'(5
�'HFHPEHU��



����

'H�9OHWWHU��)����������µ0RQH\�IRU�1RWKLQJ�DQG�WKH�.LWV�DUH�)UHH��D�&ULWLFDO�/RRN�DW�WKH
(YROXWLRQ�RI�&UHGLW�3ROLF\� DQG� WKH�5ROH�RI� WKH� ,QIRUPDO�6HFWRU¶�� LQ�'��6RJJH� �HG��
0R]DPELTXH�� 3HUVSHFWLYHV� RQ� $LG� DQG� WKH� &LYLO� 6HFWRU�� 2HVWJHHVW�
*HPHHQVFKDSSHOLMN�2YHUOHJ�0HGHILQDQFLHULQJ���������

)LW]*HUDOG��(��9��.����������µ3D\LQJ�IRU�WKH�:DU��0DFURHFRQRPLF�6WDELOL]DWLRQ�LQ�3RRU
&RXQWULHV�XQGHU�&RQIOLFW�&RQGLWLRQV¶��2[IRUG�'HYHORSPHQW�6WXGLHV����������������

+DOO�� 0�� DQG� 7�� <RXQJ� �������� &RQIURQWLQJ� /HYLDWKDQ�� 0R]DPELTXH� VLQFH
,QGHSHQGHQFH��/RQGRQ��+XUVW�DQG�&RPSDQ\�

+DQORQ�� -�� �������� 3HDFH� ZLWKRXW� 3URILW�� +RZ� WKH� ,0)� %ORFNV� 5HEXLOGLQJ� LQ
0R]DPELTXH�� 2[IRUG� DQG� 3RUWVPRXWK�� ,06� DQG� ,$,� ZLWK� -DPHV� &XUUH\� DQG
+HLQHPDQQ�

+\GHQ��*����������%H\RQG�8MDPDD�LQ�7DQ]DQLD��8QGHUGHYHORSPHQW�DQG�DQ�8QFDSWXUHG
3HDVDQWU\��/RQGRQ��+HLQHPDQQ�

0DFNLQWRVK��0�� DQG�0��:X\WV� �������� µ$FFXPXODWLRQ�� 6RFLDO� 6HUYLFHV� DQG� 6RFLDOLVW
7UDQVLWLRQ� LQ� WKH�7KLUG�:RUOG��5HIOHFWLRQV�RQ�'HFHQWUDOLVHG�3ODQQLQJ�EDVHG�RQ� WKH
0R]DPELFDQ�([SHULHQFH¶��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV�����������������

0DWDYHOH�� ,�� ��������µ&RPPXQLomR�GD�$VVRFLDomR�,QGXVWULDO�GH�0RoDPELTXH¶�� LQ�&�1�
&DVWHO�%UDQFR� �HG���0RoDPELTXH��3HUVSHFWLYDV�(FRQyPLFRV��0DSXWR��8QLYHUVLGDGH
(GXDUGR�0RQGODQH�DQG�)ULHGULFK�(EHUW�)RXQGDWLRQ��������

1KDFD��6�� �������� µ'HVHQYROYLPHQWR�5HDO� Vy� FRP�3DUWLFLSDomR�GRV�7UDEDOKDGRUHV¶�� LQ
&��1�� &DVWHO�%UDQFR� �HG��� 0RoDPELTXH�� 3HUVSHFWLYDV� (FRQyPLFRV�� 0DSXWR�
8QLYHUVLGDGH�(GXDUGR�0RQGODQH�DQG�)ULHGULFK�(EHUW�)RXQGDWLRQ���������

2¶/DXJKOLQ�� %�� �������� µ7KURXJK� D�'LYLGLQJ�*ODVV��'XDOLVP�� &ODVV� DQG� WKH� $JUDULDQ
4XHVWLRQ�LQ�0R]DPELTXH¶��-RXUQDO�RI�3HDVDQW�6WXGLHV���������������

3LWFKHU�� $�� �������� µ'LVUXSWLRQ� ZLWKRXW� 7UDQVIRUPDWLRQ�� $JUDULDQ� 5HODWLRQV� DQG
/LYHOLKRRGV� LQ� 1DPSXOD� 3URYLQFH�� 0R]DPELTXH¶�� -RXUQDO� RI� 6RXWKHUQ� $IULFDQ
6WXGLHV�����������������

7DUS�� )�� �������� µ3ULFHV� LQ� 0R]DPELFDQ� $JULFXOWXUH¶�� -RXUQDO� RI� ,QWHUQDWLRQDO
'HYHORSPHQW�����������������

:KLWH��+����������µ'LIIHUHQW�7\SHV�RI�$LG¶��LQ�+��:KLWH��HG���$LG�DQG�0DFURHFRQRPLF
3HUIRUPDQFH�� 7KHRU\�� (PSLULFDO� (YLGHQFH� DQG� )RXU� &RXQWU\� &DVHV�� /RQGRQ�
0DFPLOODQ���������

:RUOG�%DQN���������0R]DPELTXH��$Q�,QWURGXFWRU\�(FRQRPLF�6XUYH\��:DVKLQJWRQ�'&�
:RUOG�%DQN��5HSRUW�1R������0R]������-XQH��

:X\WV��0�� ��������3HDVDQWV� DQG�5XUDO� (FRQRP\� LQ�0R]DPELTXH��0DSXWR�� &HQWUH� RI
$IULFDQ�6WXGLHV�

:X\WV�� 0�� �������� µ7KH� 4XHVWLRQ� RI� 0HFKDQL]DWLRQ� LQ� 3UHVHQW�GD\� 0R]DPELFDQ
$JULFXOWXUH¶��'HYHORSPHQW�DQG�&KDQJH���������������

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



����

:X\WV��0����������µ0R]DPELTXH��(FRQRPLF�0DQDJHPHQW�DQG�$GMXVWPHQW�3ROLFLHV¶��LQ
'��*KDL��HG���7KH�,0)�DQG�WKH�6RXWK��7KH�6RFLDO�,PSDFW�RI�&ULVLV�DQG�$GMXVWPHQW�
/RQGRQ��=HG�%RRNV���������

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

:X\WV�� 0�� �������� ,QIRUPDO� (FRQRP\�� :DJH� *RRGV� DQG� WKH� &KDQJLQJ� 3DWWHUQV� RI
$FFXPXODWLRQ� XQGHU� 6WUXFWXUDO� $GMXVWPHQW�� 7KHRUHWLFDO� 5HIOHFWLRQV� EDVHG� RQ� WKH
7DQ]DQLDQ� ([SHULHQFH�� $IULFDQ� 'HYHORSPHQW� LQ� D� &RPSDUDWLYH� 3HUVSHFWLYH� 6WXG\
1R�����*HQHYD��81&7$'���6HSWHPEHU��





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\�-DQLV�9HKPDDQ�.UHXOD�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�


