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RI�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��+HOVLQNL��DQG���6,'$��6WRFNKROP

7KLV� VWXG\� KDV� EHHQ� SUHSDUHG�ZLWKLQ� WKH�818�:,'(5� SURMHFW� RQ�8QGHUGHYHORSPHQW�� 7UDQVLWLRQ�� DQG
5HFRQVWUXFWLRQ�LQ�6XE�6DKDUDQ�$IULFD��GLUHFWHG�E\�3URIHVVRU�7RQ\�$GGLVRQ��818�:,'(5

818�:,'(5� JUDWHIXOO\� DFNQRZOHGJHV� WKH� ILQDQFLDO� FRQWULEXWLRQ� WR� WKH� SURMHFW� E\� WKH�*RYHUQPHQW� RI
,WDO\� �'LUHFWRUDWH� *HQHUDO� IRU� 'HYHORSPHQW� &RRSHUDWLRQ��� WKH� *RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK
,QWHUQDWLRQDO� 'HYHORSPHQW� &RRSHUDWLRQ� $JHQF\��� DQG� WKH� *RYHUQPHQW� RI� WKH� 8QLWHG� .LQJGRP
�'HSDUWPHQW� IRU� ,QWHUQDWLRQDO� 'HYHORSPHQW��� 7KHVH� DJHQFLHV� DUH� QRW� UHVSRQVLEOH� IRU� DQ\� LQIRUPDWLRQ
SURYLGHG�RU�YLHZV�H[SUHVVHG��ZKLFK�UHPDLQ�WKRVH�RI�WKH�DXWKRU�RU�DXWKRUV�DORQH�

'LVFXVVLRQ�3DSHU�1R���������

)URP�+XPDQLWDULDQ�$VVLVWDQFH�WR
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7RQ\�$GGLVRQ���%M|UQ�(NPDQ�

DQG�cVD�6WHQPDQ�

-XQH�����

$EVWUDFW

7KH� OLVW� RI� LOOQHVVHV� DIIOLFWLQJ� $QJRODQ� VRFLHW\� LV� D� ORQJ� RQH�� SROLWLFDO� LQVWDELOLW\�� FLYLO� ZDU�
PDFURHFRQRPLF� PLVPDQDJHPHQW�� DQG� WKH� GHVSHUDWLRQ� ERUQ� RI� SRYHUW\�� $� SURIRXQG� VHQVH� RI
XQFHUWDLQW\�DIIOLFWV�DOO�OHYHOV�RI�VRFLHW\²WKH�JRYHUQPHQW��DQG�LWV�RSSRQHQWV���HQWUHSUHQHXUV�DQG�UXUDO
DQG�XUEDQ�FRPPXQLWLHV��2UGLQDU\�FLWL]HQV�DUH�GHHSO\�VFHSWLFDO�RI�WKH�FRXQWU\¶V�SROLWLFDO��HFRQRPLF�
DQG�VRFLDO�LQVWLWXWLRQV��DQG�UHJDUG�KLJK�LQHTXDOLW\�DV�D�VLJQ�WKDW�HFRQRPLF�SROLF\�LV�ODUJHO\�UXQ�IRU�WKH
EHQHILW� RI� WKH� ZHDOWK\�� 8QFHUWDLQW\� XQGHUPLQHV� JRYHUQPHQW� LQVWLWXWLRQV�� GLVFRXUDJHV� ORQJ�WHUP
LQYHVWPHQW�E\�HQWUHSUHQHXUV��DQG�KLQGHUV�FRPPXQLW\�GHYHORSPHQW��7KHUHIRUH�ERWK�XQFHUWDLQW\��DQG
KLJK�DQG�ULVLQJ�LQHTXDOLW\��FUHDWH�ORZ�OHYHOV�RI�WUXVW�LQ�VRFLDO�LQVWLWXWLRQV��7KH�UHVXOWLQJ�ORVV�RI�VRFLDO
FDSLWDO� XQGHUPLQHV� ERWK� HFRQRPLF� SHUIRUPDQFH� DQG� WKH� HIIHFWLYHQHVV� RI� QDWLRQDO�� VHFWRUDO�� DQG
FRPPXQLW\�OHYHO�LQWHUYHQWLRQV�LQ�SRYHUW\�UHGXFWLRQ��5HVWRULQJ�FRQILGHQFH�LQ�VRFLDO�LQVWLWXWLRQV�ZLOO
WDNH�FRQVLGHUDEOH�WLPH��%XW�VRPH�ZDU�WRUQ�VRFLHWLHV²0R]DPELTXH�LQ�SDUWLFXODU²KDYH�VKRZQ�WKDW�LW
LV�DW�OHDVW�SRVVLEOH�WR�PDNH�D�VWDUW�

.H\ZRUGV��6XE�6DKDUDQ�$IULFD��$QJROD��FRQIOLFW��HFRQRPLF�UHIRUP

-(/�FODVVLILFDWLRQ��2�2��2��
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� ,QWURGXFWLRQ

2YHU�WKH�FRXUVH�RI������DQG�������KRSHV�IRU�SHDFH�LQ�$QJROD�ZHUH�RQFH�DJDLQ�GDVKHG�
$W�WKH�SUHVHQW�WLPH��6HSWHPEHU��������$QJROD�UHPDLQV�DW�ZDU��7KH�QXPEHU�RI�LQWHUQDOO\
GLVSODFHG� SHUVRQV� �,'3V�� QRZ� DPRXQWV� WR� ���� PLOOLRQ� �RXW� RI� D� SRSXODWLRQ� RI� ��
PLOOLRQ���PDQ\�UXUDO�DUHDV�DUH�GHYRLG�RI�FLYLOLDQV��DQG�WKH�XUEDQ�DUHDV�SUHVHQWO\�DEVRUE
���WR����SHU�FHQW�RI�WKH�QDWLRQDO�SRSXODWLRQ²ZLWK�/XDQGD�DORQH�DFFRXQWLQJ�IRU����SHU
FHQW� �RQ� WKH� ZDU� LWVHOI� VHH� $GGLVRQ� ����E� DQG� /H� %LOORQ� ������� 7KH� QHHG� IRU
KXPDQLWDULDQ� DVVLVWDQFH�� LQFOXGLQJ� IRRG� DLG� DQG� PHGLFDO� KHOS�� WKHUHIRUH� UHPDLQV
VXEVWDQWLDO�� 0RUH� IXQGDPHQWDOO\�� WKH� ZDU¶V� UHVXPSWLRQ� LPSHGHV� SURJUHVV� LQ� SRYHUW\
UHGXFWLRQ��HVSHFLDOO\�LQ�UXUDO�DUHDV��'HVSLWH�WKH�ZDU��KRZHYHU��PRUH�FRXOG�EH�GRQH�IRU
WKH�SRRU�JLYHQ�$QJROD¶V�VXEVWDQWLDO�QDWXUDO�ZHDOWK�

7KLV� SDSHU� GLVFXVVHV� KRZ� WR� IRFXV� SXEOLF� SROLF\� RQ� SRYHUW\� UHGXFWLRQ�� ERWK� GXULQJ
ZDUWLPH�DQG�LQ�SHDFH��LI�LW�FDQ�EH�DFKLHYHG���,W�EHJLQV��LQ�VHFWLRQ����E\�VXPPDUL]LQJ�WKH
VFDOH� RI� XQPHW� KXPDQ� QHHG� LQ� $QJROD�� WKH� FKDUDFWHULVWLFV� RI� SRYHUW\�� DQG� WKH
GHWHUPLQDQWV�RI�WKH�FRXQWU\¶V�YHU\�KLJK�OHYHO�RI�LQFRPH�LQHTXDOLW\��6HFWLRQ���GLVFXVVHV
WKH�QHHG� IRU� ILUP�SULRULWLHV� WR�GLUHFW� UHVRXUFHV� WR� WKHLU�EHVW�XVHV� LQ� SRYHUW\� UHGXFWLRQ�
7KLV�VHWV�WKH�VFHQH�IRU�WKH�GLVFXVVLRQ��LQ�VHFWLRQ����RI�$QJROD¶V�VRFLDO�IXQG��DQ�LQLWLDWLYH
WKDW�KDV� UHVSRQGHG� WR�FRPPXQLW\�QHHGV� LQ� D�ZD\� WKDW�KROGV� OHVVRQV� IRU� UHIRUPLQJ� WKH
VWDWH� EXUHDXFUDF\�� 6HFWLRQ� �� FRQFOXGHV� E\� QRWLQJ� WKH� UHODWLRQVKLS� EHWZHHQ� UHJLRQDO
LQHTXDOLWLHV�DQG�FRQIOLFW��DQG�E\�HPSKDVL]LQJ�WKH�QHHG�WR�UHEXLOG�FRQILGHQFH�LQ�$QJROD¶V
LQVWLWXWLRQV�

� 3RYHUW\�DQG�LQHTXDOLW\�LQ�$QJROD

$QJROD¶V�KXPDQ�GHYHORSPHQW� LQGLFDWRUV� DUH� GLUH�� WKH� FRXQWU\� LV� UDQNHG� DW� ����RXW� RI
����FRXQWULHV�LQ�WHUPV�RI�81'3¶V�KXPDQ�GHYHORSPHQW�LQGH[��81'3��������0RUH�WKDQ
RQH�PLOOLRQ� FKLOGUHQ� DUH�PRGHUDWHO\� RU� VHYHUHO\� XQGHUZHLJKW�� DQG� KDOI� RI� DOO� FKLOGUHQ
XQGHU� ILYH� DUH�PRGHUDWHO\� RU� VHYHUHO\� VWXQWHG� �81,&()��������7KH� XQGHU�ILYH� LQIDQW
PRUWDOLW\�UDWH�LV��DW�����SHU�������OLYH�ELUWKV��WKH�VHFRQG�KLJKHVW�LQ�WKH�ZRUOG��H[FHHGHG
RQO\�E\�6LHUUD�/HRQH��DQG�WKH�PDWHUQDO�PRUWDOLW\�UDWH�LV�DV�KLJK�DV���������������ELUWKV
�XQOHVV� RWKHUZLVH� VSHFLILHG�� DOO� GDWD� DUH� IURP� 81,&()� ������� $V� D� UHVXOW� RI� IRUFHG
XUEDQL]DWLRQ��DQG�LQVXIILFLHQW�VSHQGLQJ�RQ�EDVLF�LQIUDVWUXFWXUH��RQO\����SHU�FHQW�RI� WKH
XUEDQ� SRSXODWLRQ� KDV� DFFHVV� WR� VDIH� ZDWHU� �WKH� ILJXUH� IRU� UXUDO� DUHDV� LV� ��� SHU� FHQW��
6RFLHW\�KDV�EHHQ�EUXWDOL]HG²PRUH� WKDQ�������FKLOG�VROGLHUV�ZHUH�GHWHFWHG�GXULQJ� WKH
ODVW�GHPRELOL]DWLRQ�HIIRUW��81,&()������²DQG�PDQ\�$QJRODQV�VXIIHU�IURP�WKH�WUDXPD
RI�ZDU�

(GXFDWLRQ�LV�LQ�D�WHUULEOH�VWDWH��,Q�XUEDQ�DUHDV��FORVH�WR�D�TXDUWHU�RI�VFKRRO�DJH�FKLOGUHQ
ILQG�WKHPVHOYHV�RXWVLGH�WKH�VFKRRO�V\VWHP��,Q�VHPL�XUEDQ�DQG�UXUDO�DUHDV�WKH�QXPEHU�LV
FORVH�WR�RQH�KDOI��,Q�������RQO\�RQH�WKLUG�RI�FKLOGUHQ�ZKR�ZHUH�GXH�WR�VWDUW�WKH�ILUVW�\HDU
RI�SULPDU\�VFKRRO�DFWXDOO\�HQWHUHG�WKH�V\VWHP��6FKRRO�TXDOLW\�KDV�GHFOLQHG�VLJQLILFDQWO\
ZLWK�KLJK�UDWHV�RI�GURS�RXW�DQG�UHSHWLWLRQ��RQO\����SHU�FHQW�RI�SULPDU\�VFKRRO�HQWUDQWV
UHDFK�JUDGH���� LQ�FRPSDULVRQ�WR�DQ�DYHUDJH�RI����SHU�FHQW� LQ�66$��:KHUHDV�PDOH�DQG
IHPDOH�DGXOW�OLWHUDF\�UDWHV�ZHUH�KLJKHU�LQ�������WKH�ODVW�\HDU�IRU�ZKLFK�GDWD�LV�DYDLODEOH�
WKDQ�LQ�����²XS�IURP����SHU�FHQW�WR����SHU�FHQW�IRU�PDOHV�DQG�IURP���SHU�FHQW�WR���
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SHU�FHQW� IRU�IHPDOHV²WKH\�DUH�VWLOO�VXEVWDQWLDOO\�EHORZ�WKH�66$�DYHUDJH�RI����DQG���
SHU�FHQW��7KH�UDWLR�RI�ER\V�WR�JLUOV�LQ�VFKRRO�LV�����ER\V�IRU�HYHU\�����JLUOV��D�JDS�WKDW
IXUWKHU�DJJUDYDWHV�WKH�SURIRXQG�JHQGHU�LQHTXDOLWLHV�RI�$QJRODQ�VRFLHW\�

$V�D�UHVXOW�RI�WKH�ZDU�DQG�XQGHU�LQYHVWPHQW�LQ�EDVLF�VWDWLVWLFDO�FDSDFLW\��KRXVHKROG�GDWD
LV� YHU\� OLPLWHG� DQG� WKHUH� LV� QR� QDWLRQDO� OHYHO� SRYHUW\� GDWD�� 7KH�PRVW� FRPSUHKHQVLYH
KRXVHKROG� VXUYH\� GDWHV� EDFN� WR� WKH� HDUO\� ����V�� DQG� LV� IRU� /XDQGD� RQO\�� ,W� ZDV
XQGHUWDNHQ�E\�WKH� ,QVWLWXWR�1DFLRQDO�GH�(VWDWtVWLFD��,1(��DQG�81,&()��$QJROD�QHHGV
WR� EXLOG� LWV� FDSDFLW\� IRU� GDWD� FROOHFWLRQ²VWDUWLQJ�ZLWK� IXUWKHU� VXUYH\V� LQ� /XDQGD� DQG
VDIH�UXUDO�DUHDV²VR�WKDW�QDWLRQDO�OHYHO�VXUYH\V�FDQ�EH�UDSLGO\�LPSOHPHQWHG�RQFH�SHDFH
LV�DFKLHYHG��6XFK�GDWD�LV�FUXFLDO�IRU�VHWWLQJ�SROLF\�SULRULWLHV��DQG�IRU�PRQLWRULQJ��WKURXJK
VXFFHVVLYH� DQG� FRPSDUDEOH� VXUYH\V�� WKH� KRXVHKROG� LPSDFW� RI� UHFRQVWUXFWLRQ� DQG
HFRQRPLF� UHIRUP�� 0R]DPELTXH� KDV� GHPRQVWUDWHG� KRZ� KRXVHKROG� VXUYH\V� DQG
SDUWLFLSDWRU\�SRYHUW\�DVVHVVPHQWV�FDQ�IHHG�LQWR�WKH�QDWLRQDO�SROLF\�SURFHVV�LQ�µSRVW�ZDU¶
UHFRQVWUXFWLRQ��VHH�$GGLVRQ�����D�DQG�GH�6RXVD��������

7KH�/XDQGD�KRXVHKROG�VXUYH\�VKRZV�WKDW����SHU�FHQW�RI�KRXVHKROGV�DUH�LQ�SRYHUW\��DQG
��� SHU� FHQW� DUH� LQ� H[WUHPH� SRYHUW\��� 7KLV� VXUYH\� DOVR� UHYHDOHG� D� SURQRXQFHG� HWKQLF
SDWWHUQ�WR�SRYHUW\��7KH�JUHDWHVW�LQFLGHQFH�RI�SRYHUW\�LV�IRXQG�DPRQJ�IDPLOLHV�VSHDNLQJ
8PEXQGR��VSRNHQ�E\�2YLPEXQGRV��DQG�.LPEXQGR��VSRNHQ�E\�0EXQGXV�²VHH�7DEOH��
�%HQGHU� DQG� +XQW� �������� ([WUHPH� SRYHUW\� LV� YHU\� KLJK� DW� ����� SHU� FHQW� DPRQJ
8PEXQGR�VSHDNHUV��&RQVLGHUDEO\�ORZHU�SRYHUW\�LV�IRXQG�DPRQJ�VSHDNHUV�RI�3RUWXJXHVH
�GHVFHQGDQWV� RI� 3RUWXJXHVH� FRORQLDOLVWV� DQG� WKH� PHVWL]R� SRSXODWLRQ�� DQG� .LNRQJR
�VSRNHQ�E\�%DNRQJRV���7KHVH�GLIIHUHQFHV�UHIOHFW� WKH�DGYDQWDJHV�JDLQHG�E\�3RUWXJXHVH
VSHDNHUV�LQ�WKH�FRORQLDO�SHULRG��LQFOXGLQJ�DFFHVV� WR�HGXFDWLRQ�DQG�SXEOLF�HPSOR\PHQW�
DV�ZHOO�DV�WKH�H[LVWHQFH�WRGD\�RI�GLUHFW�DQG�LQGLUHFW�HWKQLF�GLVFULPLQDWLRQ�

��� )HZ�OLYHOLKRRGV

,Q� DGGLWLRQ� WR� LQVXIILFLHQW� SXEOLF� VSHQGLQJ� RQ� SUR�SRRU� VRFLDO� DQG� HFRQRPLF
LQIUDVWUXFWXUH�DQG�VHUYLFHV��VHH�VHFWLRQ����� WKH�KLJK� LQFLGHQFH�DQG� LQWHQVLW\�RI�SRYHUW\
UHIOHFWV�WKH�HFRQRP\¶V�IDLOXUH�WR�JHQHUDWH�UHPXQHUDWLYH� OLYHOLKRRGV�IRU� WKH�PDMRULW\�RI
SHRSOH��7KH� VRFLDOLVW� SRVW�LQGHSHQGHQFH� VWUDWHJ\� HPSKDVL]HG� SXEOLF� HPSOR\PHQW�� WKLV
UHIOHFWHG� WKH� 03/$¶V� VRFLDOLVW� GHYHORSPHQW� VWUDWHJ\� DQG� WKH� IDFW� WKDW� WKH� FRORQLDO
DGPLQLVWUDWLRQ�HPSOR\HG�IHZ�$IULFDQV��%XW� WKH�VWDWH¶V�H[SDQVLRQ�HYHQWXDOO\�UDQ� LQWR�D
ILVFDO� FRQVWUDLQW� DQG� WKLV�� WRJHWKHU� ZLWK� KLJK� LQIODWLRQ� �DQG� WKH� HQG� LQ� ����� RI
SUHIHUHQWLDO�UDWLRQLQJ�ZKLFK�SDLG�SXEOLF�HPSOR\HHV�LQ�NLQG���OHG�WR�D�VXEVWDQWLDO�GHFOLQH
LQ� UHDO�SXEOLF�VHFWRU�ZDJHV� LQ� WKH�����V���2Q�DYHUDJH�HDUQLQJV� IURP�VHOI�HPSOR\PHQW
������������������������������������������������

� $OWKRXJK� RXU� GLVFXVVLRQ� XVHV� WKH� WHUPV� µSRVW�FRQIOLFW¶� DQG� µSRVW�ZDU¶� DV� XVHIXO� VKRUWKDQG�� ZH
UHFRJQL]H�WKDW�WKLV�WHUPLQRORJ\�FDQ�EH�VHULRXVO\�PLVOHDGLQJ�LQ�DQ�RSHUDWLRQDO�FRQWH[W�VLQFH�WKHUH�PD\
EH� QR� VKDUS� GHPDUFDWLRQ� EHWZHHQ�ZDU� DQG� SHDFH�� DQG� KLJK� OHYHOV� RI� YLROHQFH�PD\� SHUVLVW� LQWR� WKH
µSHDFH¶�ZLWK� IUHTXHQW� UHFXUUHQFH� RI� FRQIOLFW²DV�$QJROD� GHPRQVWUDWHV� �VHH� &ULVS� ����� DQG�0DFUDH
������

� 7KH�SRYHUW\�OLQH�LV�VHW�DW�86�����SHU�DGXOW�HTXLYDOHQW�SHU�PRQWK��DQG�WKH�H[WUHPH�SRYHUW\�OLQH�LV�VHW�DW
86�����SHU�DGXOW�HTXLYDOHQW�SHU�PRQWK�

� 7KH�2YLPEXQGX�DUH�$QJROD¶V�ODUJHVW�HWKQLF�JURXS��7KH�0EXQGX�DUH�WKH�VHFRQG�ODUJHVW�JURXS�

� +RZHYHU��QRWH�WKDW�WKH�H[SDQVLRQ�RI�SXEOLF�HPSOR\PHQW�ZDV�QRW�WKH�PDLQ�VRXUFH�RI�ILVFDO�LPEDODQFH�
3XEOLF�ZDJHV�DPRXQW�WR�RQO\����SHU�FHQW�RI�WRWDO�SXEOLF�H[SHQGLWXUHV��.\OH�������
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Table 1
Language spoken by poverty group

Language spoken
within the family

Above poverty line Extreme poverty Moderate poverty

Kikongo 68.6 4.7 26.7

Kimbundo 58.9 6.8 34.3

Umbundo 53.8 12.5 33.7

Cokwé 43.0 6.4 50.7

Lingala 100.00

Portuguese 75.2 3.3 21.4

Other 68.4 31.6

Source: Bender and Hunt (1991).

DUH�WKUHH�WLPHV�KLJKHU�WKDQ�HDUQLQJV�LQ�SXEOLF�HPSOR\PHQW��6WHQPDQ��������([WHQVLYH
PRRQOLJKWLQJ�DQG�FRUUXSWLRQ�LQ�WKH�SXEOLF�VHFWRU�KDYH�UHVXOWHG��,Q�JHQHUDO��KRXVHKROGV
DLP� WR� GLYHUVLI\� WKHLU� LQFRPHV� DFURVV� D�PL[� RI� IRUPDO� DQG� LQIRUPDO� HPSOR\PHQW�� WKH
LQIRUPDO�VHFWRU�SURYLGHV����SHU�FHQW�RI�MREV�LQ�/XDQGD��DQG�LW�LV�WKH�RQO\�RU�PDLQ�LQFRPH
VRXUFH� IRU� ��� SHU� FHQW� RI� KRXVHKROG� KHDGV� DFFRUGLQJ� WR� D� ����� ,1(� VXUYH\� �$GDXWD
�������)RUPDO�SULYDWH�VHFWRU�HPSOR\PHQW�JUHZ�DIWHU�WKH�VWDUW�RI�OLEHUDOL]DWLRQ�LQ�WKH�ODWH
����V��%XW�LW�LV�VWLOO�FRQVWUDLQHG�E\�PDFUR�HFRQRPLF�LQVWDELOLW\��FXPEHUVRPH�UHJXODWLRQ
�DQG� WKH� DVVRFLDWHG� FRUUXSWLRQ� µWD[¶��� DV� ZHOO� DV� WKH� PRQRSRO\� SRZHUV� RI� WKH
(PSUHViULRV� GH� FRQILDQoD� �µWKH� IHZ� WUXVWHG� HQWHUSULVHV¶�� ZKLFK� LQFUHDVH� WKH� FRVWV� RI
VPDOOHU�HQWHUSULVHV��VHH�$JXLODU�������

:RPHQ�IDFH�D�SDUWLFXODUO\�WRXJK�WLPH�LQ�PDNLQJ�D�OLYLQJ��0RUH�JLUOV�WKDQ�ER\V�GURS�RXW
RI� SULPDU\� HGXFDWLRQ� WR� FRQWULEXWH� WR� WKH� KRXVHKROG¶V�PDLQWHQDQFH� DQG� WR� VWDUW� ZRUN
�7DEOH�����PRVWO\� LQ� WKH� LQIRUPDO� VHFWRU�ZKLFK� LV�PRUH� LPSRUWDQW� IRU�ZRPHQ� WKDQ� IRU
PHQ��,Q�/XDQGD�����SHU�FHQW�RI�ZRPHQ�DUH�HPSOR\HG�LQ�WKH�LQIRUPDO�VHFWRU�YHUVXV���
SHU� FHQW� RI� PHQ� �6WHQPDQ� �������� 2XWVLGH� RI� WKH� IRUPDO� UHJXODWHG� ODERXU� PDUNHW²
ZKHUH�ZDJH�GLIIHUHQFHV�EHWZHHQ�PHQ�DQG�ZRPHQ�DUH�VPDOO²ZRPHQ�UHFHLYH�PXFK�OHVV
LQFRPH�WKDQ�PHQ��6WHQPDQ��������7KHUHIRUH�LQ�/XDQGD�WKH�PHDQ�LQFRPH�RI�IHPDOHV�LV
��� SHU� FHQW� RI� WKH� PDOH� PHDQ²WKH� VPDOO� GLIIHUHQFH� LQ� PHDQV� UHIOHFWV� WKH� LQIOXHQFH
RI�ZDJH�VHWWLQJ�LQ�WKH�SXEOLF�VHFWRU²EXW�DPRQJ�WKH�VHOI�HPSOR\HG��ZRPHQ¶V�SURILWV�DUH
RQO\����SHU�FHQW�RI�PHQ¶V���:RPHQ�KDYH� ORZHU�UHVHUYDWLRQ�ZDJHV� WKDQ�PHQ�� WKH\�DUH
PRUH� OLNHO\� WR� WDNH� ORZ�SD\LQJ� HPSOR\PHQW²SULPDULO\� IRU� UHDVRQV� RI� VXUYLYDO²DQG

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

� ,Q�/XDQGD�������SHU�FHQW�RI�ZRPHQ�DUH�HPSOR\HG�LQ�WKH�SXEOLF�VHFWRU��YHUVXV������SHU�FHQW�RI�PHQ�²
UHIOHFWLQJ� WKH� FRQFHQWUDWLRQ� RI� WKH� SXEOLF� VHFWRU� LQ� WKH� FDSLWDO²ZKHUHDV� ����� SHU� FHQW� RI� ZRPHQ
�YHUVXV������SHU�FHQW�RI�PHQ��ZRUN�LQ�WKH�IRUPDO�SULYDWH�VHFWRU��6WHQPDQ��������'DWD�DUH�IURP�D�����
(PSOR\PHQW�DQG�8QHPSOR\PHQW�VXUYH\�RI�WKH�/XDQGD�UHJLRQ�E\�,1(�

� $OWKRXJK� $QJROD¶V� KLJKO\� UHJXODWHG� ODERXU� PDUNHW� UHGXFHV� ZDJH�GLIIHUHQWLDOV� ZLWKLQ� WKH� UHJXODWHG
VHFWRU��LW�FRQWULEXWHV�WR�ZLGHQLQJ�GLIIHUHQWLDOV�EHWZHHQ�WKH�UHJXODWHG�DQG�WKH�XQUHJXODWHG�VHFWRU��7KLV
ZRXOG�QRW�PDWWHU�PXFK�LI�ZDJHV�LQ�WKH�XQUHJXODWHG�VHFWRU�ZHUH�JURZLQJ�UDSLGO\�EXW�WKH\�DUH�QRW�VLQFH
WKH� LQIRUPDO� VHFWRU� FRQWLQXHV� WR� DEVRUE� WKH� PDMRULW\� RI� QHZ� ODERXU�PDUNHW� HQWUDQWV� ZKLFK� LQ� WXUQ
NHHSV�WKH�OLG�RQ�LQIRUPDO�HDUQLQJV�
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Table 2
Gender differences in educational attainment in Luanda

Total Women Men

Average years of
schooling

6.2 5.8 6.4

Distribution of
attainment (%)

Less than 4 years 11.8 13.2 11.1

4th grade 27.1 29.9 25.7

6th grade 22.7 23.5 22.3

8th grade 23.8 22.2 24.6

12th grade or higher 14.6 11.2 16.3

Source: Stenman (1997).

WKHUHIRUH� HQG� XS� LQ� VRPH� RI� WKH� ORZHVW� SD\LQJ� VHJPHQWV� RI� WKH� LQIRUPDO� VHFWRU�� 7KLV
LPSOLHV� WKDW� ZRPHQ� KDYH� EHHQ� OHVV� DEOH� WKDQ� PHQ� WR� WDNH� DGYDQWDJH� RI� WKH� PRVW
SURILWDEOH�RSSRUWXQLWLHV�WKDW�KDYH�DULVHQ�VLQFH�WKH�VWDUW�RI�WKH�HFRQRPLF�WUDQVLWLRQ��,Q�WKLV
UHJDUG�$QJROD� LV�VLPLODU� WR�RWKHU�66$�FRXQWULHV� WKDW�KDYH� OLEHUDOL]HG� WKHLU�HFRQRPLHV�
LQFOXGLQJ�0R]DPELTXH��VHH�GH�6RXVD������DQG�(OVRQ�������

2QO\� ��� SHU� FHQW� RI� LQFRPH�HDUQHUV� KDYH� FRPSOHWHG� �� \HDUV� RI� SULPDU\� VFKRRO�
$OWKRXJK�WKLV�UHIOHFWV�WKH�XQGHU�SURYLVLRQ�RI�IDFLOLWLHV�LQ�SHUL�XUEDQ�DUHDV��DQG�WKH�KLJK
RSSRUWXQLW\�FRVWV�RI�VHQGLQJ�FKLOGUHQ�WR�VFKRRO��GHPDQG�LV�DOVR�ORZ�EHFDXVH�HGXFDWLRQ
KDV� ORZ�SULYDWH� UHWXUQV��(GXFDWLRQ�KDV� OLWWOH� SD\�RII� IRU�PRVW�PHQ�� RQ� DYHUDJH� D�PDQ
ZLWK���JUDGHV�RI�HGXFDWLRQ�ZLOO�HDUQ����SHU�FHQW�RI�WKH�LQFRPH�RI�D�PDQ�ZLWK���JUDGHV�RU
OHVV�RI�HGXFDWLRQ��)RU�PHQ��RQO\����JUDGHV�RU�PRUH�OHDGV�WR�DQ�LQFRPH�KLJKHU²E\���
SHUFHQWDJH�SRLQWV²WKDQ� WKH� LQFRPH� DVVRFLDWHG�ZLWK��� JUDGHV�RU� OHVV� �6WHQPDQ�������
)RU�ZRPHQ��HGXFDWLRQ�KDV�QR�SD\RII�DW�DOO��WKH�LQFRPH�RI�D�ZRPDQ�ZLWK���JUDGHV�LV�RQO\
���SHU� FHQW�RI� D�ZRPDQ�ZLWK��� JUDGHV� RU� OHVV�� DQG� WKH� HDUQLQJV� RI� D�ZRPDQ�ZLWK� ��
JUDGHV�RU�PRUH�DUH�VWLOO�RQO\����SHU�FHQW�RI�WKH�HDUQLQJV�RI�D�ZRPDQ�ZLWK�RQO\���JUDGHV
RU�OHVV��/RZ�SULYDWH�UHWXUQV�UHIOHFW�WKH�SRRU�TXDOLW\�RI�VFKRROLQJ��7KLV�LV�LQ�WXUQ�GXH�WR
WKH�XQGHUIXQGLQJ�RI�HGXFDWLRQ¶V�UHFXUUHQW�FRVWV��ZKLFK�OHDYHV�VFKRROV�VKRUW�RI�WHDFKLQJ
PDWHULDOV�ZKLOH� WHDFKHUV�DUH�GHPRWLYDWHG�E\� ORZ�VDODULHV�� ,Q� VXPPDU\�� WKH�SURFHVV�E\
ZKLFK�$QJROD¶V� \RXQJ� DUH� HTXLSSHG� WR�PDNH� D� OLYLQJ� LV� FOHDUO\� LQHIIHFWLYH� DQG� WKHUH
DSSHDUV�WR�EH�YHU\�OLWWOH�VRFLDO�UHWXUQ�WR�FXUUHQW�OHYHOV�RI�HGXFDWLRQ�VSHQGLQJ�

��� +LJK�LQHTXDOLW\

$QJROD� QRW� RQO\� KDV� KLJK� OHYHOV� RI� SRYHUW\�� LW� DOVR� KDV� YHU\� KLJK� LQFRPH� DQG� DVVHW
LQHTXDOLW\��7KH�*LQL�FRHIILFLHQW� IRU�KRXVHKROG� LQFRPH�LQ�/XDQGD� LV�������DQG������ IRU
PHQ�DQG������IRU�ZRPHQ��6WHQPDQ�������� ,I�GDWD� IRU�UXUDO�KRXVHKROGV�ZHUH�DYDLODEOH
WKH�*LQL�ZRXOG� EH� HYHQ� KLJKHU� VLQFH� UXUDO�PHDQ� LQFRPH� LV� ZHOO� EHORZ� WKDW� RI� XUEDQ
KRXVHKROGV�� $OWKRXJK� WKH� FRPSDULVRQ� RI� LQFRPH� LQHTXDOLW\� DFURVV� FRXQWULHV� LV
KD]DUGRXV��DQG�WKHUH�DUH�QR�GDWD�ZLWK�ZKLFK�WR�FRPSXWH�D�QDWLRQDO�*LQL�FRHIILFLHQW�IRU
$QJROD��� LW� LV� DOPRVW� FHUWDLQ� WKDW� $QJROD� KDV� RQH� RI� WKH� ZRUOG¶V� KLJKHVW� LQFRPH
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Table 3
Inequality in Angola, other oil and gas producers, and non-oil producers

Gini Coefficient
Angola 0.62

Algeria 0.44
Azerbaijan 0.45
Cameroon 0.56
Gabon 0.61
Indonesia 0.41
Mexico 0.56
Malaysia 0.49
Nigeria 0.52
Trinidad & Tobago 0.42
Venezuela 0.46
Average of Oil Producers 0.48

Brazil 0.60
Botswana 0.56
Ethiopia 0.49
Guinea-Bissau 0.63
South Africa 0.62

Source: Stenman (1997) and UNU/WIDER’s World Income Inequality Database (WIID)
available at www.wider.unu.edu.

LQHTXDOLWLHV²SUREDEO\� FORVH� WR� WKDW� RI� %UD]LO� DQG� 6RXWK� $IULFD� �VHH� 7DEOH� ���� +LJK
LQFRPH� LQHTXDOLW\� UHIOHFWV� KLJK� DVVHW� LQHTXDOLW\�� D� UHJUHVVLYH� GLVWULEXWLRQ� RI� SXEOLF
VSHQGLQJ��DQG�WKH�XQGHUGHYHORSPHQW�RI�OLYHOLKRRGV�

$� FRPSDULVRQ�ZLWK� RWKHU� RLO� SURGXFLQJ� HFRQRPLHV� LV� LQVWUXFWLYH�� 7DEOH� �� VKRZV� WKDW
$QJROD�KDV�WKH�KLJKHVW�*LQL�FRHIILFLHQW�DPRQJ�WKH�RLO�SURGXFLQJ�JURXS��2LO�SURGXFHUV�LQ
JHQHUDO�KDYH�IRXQG�LW�GLIILFXOW�WR�PDQDJH�WKHLU�UHVRXUFH�ZHDOWK�DQG�IHZ��OHDVW�RI�DOO� LQ
$IULFD�� KDYH� SHUPDQHQWO\� UDLVHG� WKHLU� DYHUDJH� OLYLQJ� VWDQGDUG� �VHH� $XW\� ������ IRU� D
UHYLHZ��DQG�.\OH������RQ�WKH�VSHFLILFV�RI�PDQDJLQJ�$QJROD¶V�RLO�ZHDOWK���7\SLFDOO\��WKH
SUREOHP�RFFXUV�LQ�WKH�PDQQHU�LQ�ZKLFK�VWDWH�UHYHQXHV�IURP�RLO�DUH�DOORFDWHG�WKURXJK�WKH
V\VWHP� RI� EXGJHWDU\� PDQDJHPHQW²DQG� $QJROD� KDV� RQH� RI� WKH� PRVW� QRQ�WUDQVSDUHQW
V\VWHPV�RI�DOO�RLO�SURGXFHUV��VHH�$JXLODU��������,Q�HDUO\������PHDVXUHV�ZHUH�DSSURYHG
WR� LQFUHDVH� WUDQVSDUHQF\� UHJDUGLQJ� WKH� DFFRXQWLQJ� RI� WUDQVDFWLRQV� UHODWHG� WR� WKH� RLO
VHFWRU��EXW�LPSURYHPHQWV�PD\�EH�VORZ�LQ�FRPLQJ�

7KH� ZDU� KDV� FRQWULEXWHG� WR� KLJK� LQFRPH� LQHTXDOLW\�� E\� LPSRYHULVKLQJ� PDQ\� UXUDO
$QJRODQV��<HW��QRW�DOO�RI�WKLV�GHWHULRUDWLRQ�ZDV�LQHYLWDEOH��WKHUH�LV�VFRSH�IRU�PDQDJLQJ
ZDUWLPH�HFRQRPLHV�WR�DIIRUG�VRPH�SURWHFWLRQ�WR�WKH�SRRU�DQG�WKHUHIRUH�OLPLW�WKH�ULVH�LQ
ERWK� SRYHUW\� DQG� LQHTXDOLW\� �VHH�1DI]LJHU� HW� DO�� ������ 6WHZDUW� �������0R]DPELTXH¶V
ZDUWLPH�JRYHUQPHQW�H[SDQGHG�VPDOOKROGHU�DJULFXOWXUH�XQGHU�LWV�VDIH�DUHDV�SURJUDPPH
DQG�WDUJHWHG�FDVK�WUDQVIHUV�DQG�QXWULWLRQ�DVVLVWDQFH�WR�WKH�XUEDQ�SRRU��GHVSLWH�KDYLQJ�IDU
IHZHU�UHVRXUFHV�DW�LWV�GLVSRVDO�WKDQ�$QJROD¶V�JRYHUQPHQW�

%XW�KLJK�LQHTXDOLW\��DQG�SRYHUW\��LV�QRW�MXVW�GXH�WR�GLIILFXOWLHV�LQ�PDQDJLQJ�RLO�ZHDOWK�RU
WKH� HIIHFW� RI� ZDU�� ,W� LV� DOVR� WKH� UHVXOW� RI� WKH� ZD\� LQ� ZKLFK� WKH� WUDQVLWLRQ� IURP� VWDWH
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VRFLDOLVP� KDV� EHHQ� RUJDQL]HG�� 3ULYDWH� HFRQRPLF� DFWLYLW\� H[SDQGHG� DIWHU� WKH
OLEHUDOL]DWLRQ� PHDVXUHV� RI� WKH� ����V�� EXW� ODUJH� FRPSDQLHV� ZLWK� FORVH� FRQQHFWLRQV� WR
JRYHUQPHQW� DFWRUV� KDYH� EHHQ� IDYRXUHG� LQ� WKH� DZDUG� RI� FRQWUDFWV�� WR� WKH� GHWULPHQW� RI
VPDOO��DQG�PHGLXP��VL]HG�ILUPV��VHH�$JXLODU������RQ�WKH�µIHZ�WUXVWHG�HQWHUSULVHV¶���7KH
FRQWLQXDWLRQ� RI� ORQJVWDQGLQJ� GLVWRUWLRQV²LQ� SDUWLFXODU� WKH� PDLQWHQDQFH� RI� WKH� GXDO
H[FKDQJH� UDWH� V\VWHP� XQWLO� 0D\� ����²SURYLGHG� VXEVWDQWLDO� LQFRPH� WR� WKRVH� ZLWK
DFFHVV�WR�IRUHLJQ�H[FKDQJH�DW�WKH�RIILFLDO�H[FKDQJH�UDWH��ZKLFK�FRXOG�WKHQ�EH�UHVROG�LQ
WKH� SDUDOOHO� PDUNHW� IRU� D� VXEVWDQWLDO� SURILW��� 7KLV�� WRJHWKHU� ZLWK� QRQ�WUDQVSDUHQW
SULYDWL]DWLRQ�� KDV� SURYLGHG�SOHQW\� RI� RSSRUWXQLWLHV� IRU� WKH� HOLWH� WR� HQKDQFH� LWV�ZHDOWK�
,QGHHG�� WKH� QH[XV� EHWZHHQ� SRZHUIXO� SULYDWH� HQWUHSUHQHXUV� DQG� VWDWH� DFWRUV� UHVHPEOHV
WKDW�ZKLFK�KDV�HPHUJHG�LQ�WKH�WUDQVLWLRQ�LQ�5XVVLD�DQG�HOVHZKHUH� LQ� WKH� IRUPHU�6RYLHW
8QLRQ� �RLO�SURGXFLQJ� $]HUEDLMDQ� IRU� H[DPSOH��� 7KHUHIRUH�� $QJROD¶V� µLQVLGHUV¶� KDYH
SURILWHG�IURP�WKH�HFRQRP\¶V�SDUWLDO�GHFRQWURO��ZKLOH�D�ODUJHO\�XQUHIRUPHG�EXUHDXFUDF\
KDV�UHWDUGHG�WKH�HQWU\�RI�VPDOOHU�SOD\HUV�LQWR�WKH�SULYDWH�HFRQRP\�

)LQDOO\�� DV� LQ� 5XVVLD� LWVHOI�� $QJROD¶V� FKDRWLF� PDFUR�HFRQRPLF� SROLF\� OHG� WR� K\SHU�
LQIODWLRQ� LQ� WKH� PLG�����V� ZKLFK� FXW� WKH� UHDO� YDOXH� RI� VDYLQJV� KHOG� LQ� NZDQ]D� �VHH
$JXLODU������DV�ZHOO�DV�$JXLODU�DQG�6WHQPDQ������� DQG�3HUHLUD�DQG�6ROLPDQR�������
,QIODWLRQ�KLW�ORZHU�LQFRPH�JURXSV�ZKR�KDYH�IHZ�PDWHULDO�DVVHWV�DQG�QR�DFFHVV�WR�IRUHLJQ
H[FKDQJH�DW�WKH�RIILFLDO�UDWH��VHH�)LJXUH�����/LWWOH�DWWHQWLRQ�KDV�EHHQ�JLYHQ�WR�FXVKLRQLQJ
WKH� LPSDFW� RI� SULFH� UHIRUPV� RQ� WKH� SRRU²WKURXJK� JUDGXDO� SULFH� DGMXVWPHQWV� DQG� WKH
H[SDQVLRQ�RI�VDIHW\�QHWV� IRU�H[DPSOH²DQG�LQVWHDG�SHRSOH�KDYH�EHHQ� OHIW� WR�FRSH�ZLWK
ODUJH�SULFH�VKRFNV��)RU�H[DPSOH��WKH�UHPRYDO�RI�WKH�IXHO�SULFH�VXEVLG\�LQ�HDUO\������OHG
WR� D� ULVH� LQ� WKH� SULFH� RI� GRPHVWLF� IXHO� E\� RYHU� ������ SHU� FHQW�� 7KH� VXEVLG\
GLVSURSRUWLRQDWHO\� EHQHILWHG� WKH� QRQ�SRRU�� EXW� WKH� SRRU�ZHUH� QHYHUWKHOHVV� KLW� KDUG� E\
WKH�VXEVLG\¶V�UHPRYDO�

Figure 1
Consumer Price Index in Luanda during hyperinflation, 1994-96
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Note: Items in the Luanda consumer price index are weighted as follows: food (74 per cent), clothing
and footwear (5.5 per cent), housing, energy and utilities (5.5 per cent), furniture and appliances (4.7
per cent), health (1.8 per cent), transport and communications (3.9 per cent), education (2.7 per
cent), and other goods and services (1.9 per cent).

Source: IMF (1999, Table 8).
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,I�SHDFH�FDQ�EH�DFKLHYHG��WKHQ�WKH�LQKHULWDQFH�RI�KLJK�LQHTXDOLW\�ZLOO�EH�GHWULPHQWDO�WR
µSRVW�ZDU¶�UHFRQVWUXFWLRQ� LQ�DW� OHDVW� WZR�ZD\V��)LUVW��KLJK� µLQLWLDO¶� LQHTXDOLW\� LQFUHDVHV
WKH� WLPH� LW� WDNHV� WR� DFKLHYH� D� JLYHQ� DPRXQW� RI� SRYHUW\� UHGXFWLRQ� WKURXJK� HFRQRPLF
JURZWK� �L�H�� WKURXJK� WKH� ULVH� LQ� PHDQ� LQFRPH� DW� D� FRQVWDQW� LQHTXDOLW\� OHYHO�� LQ
FRPSDULVRQ� WR� D� ORZHU� LQLWLDO� LQHTXDOLW\� OHYHO� �VHH�0F.D\� ������� *LYHQ� WKH� GHSWK� RI
$QJRODQ�SRYHUW\�� WKH�FRXQWU\�FDQ�LOO�DIIRUG�D�VORZ�SDFH�RI�SRYHUW\� UHGXFWLRQ��6HFRQG�
WKH� VRFLDO� LQVWDELOLW\� DQG� FULPH� DVVRFLDWHG� ZLWK� KLJK� DQG� ULVLQJ� LQHTXDOLW\� UHGXFHV
JURZWK� LWVHOI²DQG�WKHUHIRUH� WKH�SURVSHFWV� IRU�SRYHUW\� UHGXFWLRQ� WKURXJK�JURZWK²DQG
LQFUHDVHV� WKH� RFFXUUHQFH� RI� SROLWLFDO� WXUPRLO� DQG� WKXV� JURZWK� FROODSVH� �D� FRPPRQ
RFFXUUHQFH� LQ� VRFLHWLHV�ZLWK�KLJK� OHYHOV�RI� LQHTXDOLW\�� VHH�$GGLVRQ�DQG�&RUQLD�������
5HGXFLQJ�KLJK�LQHTXDOLW\�WKURXJK�PRUH�HTXLWDEOH�SXEOLF�VSHQGLQJ�LV�FUXFLDO�WR�DYRLGLQJ
LQVWDELOLW\� LQ� DQ\� IXWXUH� µSRVW�FRQIOLFW¶� JURZWK� SDWK�� 7KLV� UDLVHV� LVVXHV� RI� VWUDWHJ\� WR
ZKLFK�ZH�QRZ�WXUQ�

� 6HWWLQJ�SULRULWLHV

*LYHQ� WKDW� VR�PXFK�QHHGV� WR� EH�GRQH� IRU�� DQG�ZLWK��$QJROD¶V� SRRU� FRPPXQLWLHV� LW� LV
FULWLFDO� WR� KDYH� D� FOHDU� IUDPHZRUN� ZLWKLQ� ZKLFK� WR� LGHQWLI\� DQG� VHW� SULRULWLHV�� 7KLV
VHFWLRQ� VNHWFKHV� WKH� RXWOLQH� RI� VXFK� D� IUDPHZRUN�� EXW� REYLRXVO\� DQ� RSHUDWLRQDO
IUDPHZRUN�PXVW�HPHUJH�WKURXJK�ZLGH�FRQVXOWDWLRQ�EHWZHHQ�WKH�VWDWH�DQG�FLYLO�VRFLHW\�
,Q� WKLV� UHJDUG�� WKH� VWDWH� KDV� EHHQ� ZDU\� RI� FLYLO� VRFLHW\²D� OHJDF\� RI� WKH� RYHU�
FHQWUDOL]DWLRQ� RI� SRZHU� XQGHU� VWDWH� VRFLDOLVP²DQG� D� EHWWHU� UHODWLRQVKLS� LV� XUJHQWO\
QHHGHG� QRW� RQO\� WR� DFKLHYH� SRYHUW\� UHGXFWLRQ�� EXW� GHPRFUDWL]DWLRQ� DV� ZHOO� �$GGLVRQ
����D�DQG�0XQVORZ�������

,Q� KHOSLQJ� FRPPXQLWLHV� UHEXLOG� DIWHU²RU� LQ� WKH�PLGVW� RI²FRQIOLFW�� ZH�PXVW� DGGUHVV
WZR� VHWV� RI� FKDOOHQJHV�� )LUVW�� LPPHGLDWH� QHHGV� IRU� KXPDQLWDULDQ� DVVLVWDQFH� �DQG� GH�
PLQLQJ��PXVW�EH�GHDOW�ZLWK�DQG�WKHUH�LV�QRZ�D�ODUJH�ERG\�RI�H[SHULHQFH�IRU�$QJROD�DQG
HOVHZKHUH��VHH�IRU�LQVWDQFH�6,'$��������%XW�VHFRQG��DQG�VLPXOWDQHRXVO\��ZH�PXVW�ORRN
DKHDG� WR� LPSURYH� WKH� ORQJHU� WHUP� SURVSHFWV� RI� FRPPXQLWLHV�� :DWHU�� VDQLWDWLRQ�
HGXFDWLRQ�� DQG� PLFUR�HQWHUSULVH� GHYHORSPHQW� DUH� D� IHZ� VXFK� LQLWLDWLYHV�� WKH\� KDYH
LPPHGLDWH�EHQHILWV�LQ�KHOSLQJ�SHRSOH�FRSH�EXW�DUH�DOVR�SDUW�RI�WKH�IRXQGDWLRQV�IRU�IXWXUH
SHDFH�WLPH�SURVSHULW\��7KH\�PXVW�DFFRUGLQJO\�EH�GHVLJQHG�WR�VXVWDLQ�WKHPVHOYHV�EH\RQG
ZDUWLPH�DQG�WKH�LPPHGLDWH�µSRVW�ZDU¶�SHULRG��7KH�EHVW�ZD\�WR�GR�WKLV�LV�JLYH�D�FHQWUDO
UROH�WR�FRPPXQLWLHV�LQ�WKHLU�LQFHSWLRQ�DQG�LPSOHPHQWDWLRQ��DV�ZH�GLVFXVV�LQ�VHFWLRQ���

7R�VDWLVIDFWRULO\�DGGUHVV�ERWK�LPPHGLDWH�DQG�ORQJHU�WHUP�QHHGV��WKHUH�VKRXOG�LGHDOO\�EH
QR�IL[HG�ERXQGDULHV�EHWZHHQ�KXPDQLWDULDQ�DVVLVWDQFH��UHFRQVWUXFWLRQ��DQG�GHYHORSPHQW
FR�RSHUDWLRQ��%XW�WKLV�UDLVHV�GLIILFXOWLHV�RI�FR�RUGLQDWLRQ�EHWZHHQ�JRYHUQPHQW��GRQRUV�
DQG�1*2V�� LQ�D� FRXQWU\�ZLWK�JHQHUDOO\�ZHDN� LQVWLWXWLRQV��$QJROD� LV�QRW�DORQH� LQ� WKLV�
LQWHU�DJHQF\� DQG� DJHQF\�JRYHUQPHQW� FR�RUGLQDWLRQ� SUREOHPV� DUH� ZLGHVSUHDG� DFURVV
ZHDN�VWDWHV� �VHH� IRU� LQVWDQFH�.RYVWHG�DQG�7DUS������RQ�*XLQHD�%LVVDX����$V�0DFUDH
������� ���� QRWHV�� WKHVH� SUREOHPV� DUH� QRW� MXVW� PDQDJHULDO�� EXW� DUH� RIWHQ� MXULGLFDO� LQ
QDWXUH��ZKHQ� WKH� VWDWH� LV�ZHDN�� SULRULWLHV� DUH� LOO�GHILQHG�� DQG� WKHUH� LV� QR� DXWKRULW\� WR
HQVXUH� WKDW� DOO� DFWRUV�� LQFOXGLQJ� DLG� DJHQFLHV�� DGKHUH� WR� WKHP�� %XW� LI� WKH� SURFHVV� LV

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

� (ULWUHD�� ZLWK� LWV� VWURQJ� VWDWH� LQVWLWXWLRQV�� SURYLGHV� D� VWURQJ� FRQWUDVW� WR� $QJROD²VHH� WKH� SDSHUV� E\
.LEUHDE�DQG�+DQVVRQ�UHVSHFWLYHO\�
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LPSURYHG�� WKHQ� VRPH� RI� WKH� LQVWLWXWLRQDO� PHFKDQLVPV� GHYHORSHG� WR� GHDO� ZLWK� XUJHQW
ZDUWLPH�QHHGV�FDQ�EH�UHDGLO\�WUDQVIRUPHG�LQWR�PHFKDQLVPV�IRU�ORQJHU�WHUP�FRPPXQLW\
GHYHORSPHQW��$QJROD¶V�VRFLDO�IXQG�LV�RQH�VXFK�PHFKDQLVP��VHH�VHFWLRQ����

��� /HYHOV�RI�LQWHUYHQWLRQ

3XWWLQJ�WKHVH�SULQFLSOHV�LQWR�SUDFWLFH�UHTXLUHV�DFWLRQV�DW�WKUHH�OHYHOV��QDWLRQDO��VHFWRUDO�
DQG� ORFDO�� 7KH� UHVSHFWLYH� UROHV� DQG� UHVSRQVLELOLWLHV� RI� JRYHUQPHQW�� FRPPXQLWLHV�� DQG
GRQRUV�ZLOO�GLIIHU�DW�HDFK�RI�WKHVH�WKUHH�OHYHOV�

$W� WKH� QDWLRQDO� OHYHO�� GLIILFXOW� FKRLFHV� PXVW� EH� PDGH� DQG� SULRULWLHV� VHW�� +HUH�
JRYHUQPHQW� PXVW� SOD\� WKH� OHDGLQJ� UROH� LQ� DOORFDWLQJ� SXEOLF� VSHQGLQJ� WR� SRYHUW\
UHGXFWLRQ��LQLWLDWLQJ�HFRQRPLF�UHIRUPV�WKDW�IDYRXU�WKH�OLYHOLKRRGV�RI�WKH�SRRU��UHGXFLQJ
EXUGHQVRPH� UHJXODWLRQV� RQ� PLFUR�HQWHUSULVHV� IRU� H[DPSOH�� DQG� IRVWHULQJ� SRYHUW\�
UHGXFLQJ� JURZWK� WKURXJK� PDFUR�HFRQRPLF� UHIRUPV� WR� HQG� KLJK� LQIODWLRQ�� $QJROD¶V
JURZLQJ� RLO� SURGXFWLRQ� LV� \LHOGLQJ� ODUJH� UHYHQXHV� ZKLFK� FRXOG� ILQDQFH� FRQVLGHUDEOH
KXPDQ�GHYHORSPHQW��WRWDO�WD[�UHYHQXHV�RQ�WKH�RLO�VHFWRU�URVH�IURP�86��������PLOOLRQ�LQ
�����WR�86��������PLOOLRQ�LQ�������,0)�������������7KLV�RIIHUV� WKH�SRWHQWLDO� WR�IXQG
PRUH� SUR�SRRU� SULRULWLHV� WKDQ� LQ� FRXQWULHV� VXFK� DV� *XLQHD�%LVVDX� DQG� 0R]DPELTXH
ZKLFK�DUH�QRW�EOHVVHG�E\�VXFK�QDWXUDO�ZHDOWK�

$W� SUHVHQW�� RLO� UHYHQXHV� DUH� QRW� XVHG� LQ� WKLV� ZD\�� 7DEOH� �� VKRZV� WKH� GLVWULEXWLRQ� RI
SXEOLF� VSHQGLQJ�� 7KHVH� GDWD� KDYH� EHHQ� DGMXVWHG� E\� WKH� ,0)� WR� LQFOXGH� H[SHQGLWXUHV
PDGH� RXWVLGH� RI� WKH� EXGJHW� IUDPHZRUN� �WKH� VKDUH� RI� RII�EXGJHW� H[SHQGLWXUHV� LQ� WRWDO
VSHQGLQJ� URVH� IURP� ����� SHU� FHQW� LQ� ����� WR� ����� SHU� FHQW� LQ� ������� 6RFLDO� VHFWRU
VSHQGLQJ� �FRQVLVWLQJ� RI� WKUHH� FDWHJRULHV�� HGXFDWLRQ� DQG� KHDOWK�� WRJHWKHU� ZLWK� VRFLDO
VHFXULW\��ZHOIDUH��DQG�KRXVLQJ��DPRXQWHG�WR������SHU�FHQW�RI�WRWDO�VSHQGLQJ�LQ�������OHVV
WKDQ������SHU�FHQW� LQ�������0XFK�RI� WKLV� VSHQGLQJ� LV� LQ�DQ\�FDVH� DEVRUEHG�ZLWKLQ� WKH
EXGJHWV�IRU�WKH�DGPLQLVWUDWLRQ�DQG�SHUVRQQHO�RI�WKH�OLQH�PLQLVWULHV�WKHPVHOYHV�DQG�WHQGV
WR�FRQFHQWUDWH�RQ�VHUYLFHV�RI�PRVW�EHQHILW�WR�WKH�QRQ�SRRU²OLWWOH�VRFLDO�VHFWRU�VSHQGLQJ
UHDFKHV� VHUYLFHV� WR� ZKLFK� WKH� SRRU� KDYH� DFFHVV� �UXUDO� VFKRROV� DQG� KHDOWK� FOLQLFV�� IRU
H[DPSOH��

,Q�FRQWUDVW��VSHQGLQJ�RQ�GHIHQFH�DQG�SXEOLF�RUGHU�KDV�ULVHQ�DQG�DEVRUEHG�VRPH������SHU
FHQW� RI� SXEOLF� VSHQGLQJ� LQ� ������ 7KHUH� FRXOG� EH� D� VXEVWDQWLDO� ILVFDO� GLYLGHQG� LI
SHUPDQHQW�SHDFH�FDQ�EH�HVWDEOLVKHG� �RQ�SHDFH�GLYLGHQGV�VHH�$GGLVRQ�DQG�1GLNXPDQD
����� DQG� &ROOLHU� ������� 'HEW� VHUYLFH� KDV� UXQ� DW� DURXQG� ��� SHU� FHQW� RI� VSHQGLQJ
�7DEOH����� 7KH� SURILOH� RI� $QJROD¶V� GHEW� LV� H[WUHPHO\� VKRUW�WHUP�� PDLQO\� FRPPHUFLDO
FUHGLWV� ZLWK� KLJK� UDWHV� RI� LQWHUHVW�� WDNHQ� RQ� WKH� VHFXULW\� RI� IXWXUH� RLO� UHYHQXHV�
PRUWJDJLQJ� WKH� RLO� ZHDOWK� LQ� WKLV� ZD\� IXUWKHU� OLPLWV� WKH� VFRSH� IRU� SUR�SRRU� SXEOLF
VSHQGLQJ�� 7KH� ����� DJUHHPHQW� RQ� DQ� ,0)� VKDGRZ� SURJUDPPH� �$QJROD� KDV� QHYHU
ERUURZHG� IURP� WKH� )XQG¶V� DGMXVWPHQW�ZLQGRZV�� FRXOG� IDFLOLWDWH� D� GHEW�ZRUN�RXW� DQG
SURYLGH� $QJROD� ZLWK� DFFHVV� WR� FRPPHUFLDO� ERUURZLQJ� RQ� PRUH� IDYRXUDEOH� WHUPV� E\
UHGXFLQJ� WKH� FRXQWU\¶V� ULVN� SUHPLXP�� 7KLV� ZRXOG� KHOS� WR� FRQWDLQ� WKH� JRYHUQPHQW¶V
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� 7D[�UHYHQXHV�IURP�WKH�RLO�VHFWRU�IHOO�EDFN�WR�86��������PLOOLRQ�LQ�������IROORZLQJ�WKH�GHFOLQH�LQ�WKH
ZRUOG�RLO�SULFH� WR�86�����D�EDUUHO� �RLO� IHOO� WR� D� ORZ�RI�86����� LQ� ODWH��������%XW�RYHU�����������
$QJROD�EHQHILWHG�IURP�WKH�LQFUHDVH�LQ�WKH�RLO�SULFH�EDFN�WR�86�����D�EDUUHO��ZKLFK�KDV�LPSURYHG�WKH
EXGJHWDU\�VLWXDWLRQ�
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Table 4
Government expenditure by function, 1993-97 (in per cent of total)

1993 1994 1995 1996 1997 (est)

Total expenditure &
net lending

100.0 100.0 100.0 100.0 100.0

   General public
   services

18.4 21.4 19.2 13.9 17.7

   Defence & public
   order

24.6 33.7 31.4 35.0 36.3

   Of which: recorded 21.1 19.5 18.2 27.6 18.1

   Peace process 0.0 0.1 0.5 0.8 0.6

   Education 7.2 2.8 5.1 4.6 4.9

   Health 5.8 3.8 5.7 3.0 3.1

   Social security,
   welfare & housing

7.9 2.2 3.1 2.1 5.3

   Economic affairs &
   services

4.9 2.5 6.6 8.5 8.7

   Interest
   (commitment basis)

19.0 19.7 18.9 21.0 9.9

   Other (residual) 12.1 13.7 9.4 11.0 13.5

Memorandum item

   Total recorded
   expenditure

78.9 80.5 81.8 72.4 61.1

Note: Accounting data and budget estimates are adjusted by IMF staff estimates of unrecorded
transactions.

Source: IMF (1999, Table 17).

LQWHUHVW� ELOO� DQG� WKHUHE\� LQFUHDVH� WKH� VFRSH� IRU� SUR�SRRU� SXEOLF� VSHQGLQJ�� 7KH� ,0)
DJUHHPHQW� ZLOO� RQO\� VWLFN�� KRZHYHU�� LI� WKH� JRYHUQPHQW� IROORZV� WKURXJK� RQ� LWV
FRPPLWPHQW� WR� RYHUKDXO� WKH� EXGJHWDU\� V\VWHP� DQG� PDNH� LW� PRUH� WUDQVSDUHQW�� 7KH
JRYHUQPHQW¶V�ZHDN�V\VWHP�RI�EXGJHWDU\�PDQDJHPHQW�FRQVWUDLQV�GRQRU�HIIRUWV�WR�KHOS�
DW� WKH� QDWLRQDO� OHYHO� GRQRUV� KDYH� ODUJHO\� FRQILQHG� WKHPVHOYHV� WR� EXLOGLQJ� DQDO\WLFDO
FDSDFLW\� LQ� WKH� PLQLVWULHV� DQG²XQOLNH� *XLQHD�%LVVDX�� (WKLRSLD�� RU� 0R]DPELTXH²
$QJROD� UHFHLYHV� QR� SURJUDPPH� �EXGJHWDU\�� VXSSRUW�� 'RQRUV� KDYH� LQVWHDG� GHYHORSHG
VHSDUDWH� FKDQQHOV²VXFK� DV� WKH� )XQGR� G¶$SRLR� 6RFLDO� �)$6�²WR� GLVEXUVH� SURMHFW
VXSSRUW�WR�FRPPXQLW\�SURMHFWV��VHH�VHFWLRQ����

$W� WKH�VHFWRUDO� OHYHO��JRYHUQPHQW�SROLFLHV�PXVW�PHVK�ZLWK�FRPPXQLW\�QHHGV²QRW� WKH
FDVH�DW�SUHVHQW��)RU�H[DPSOH�� LPSURYLQJ� WKH�HIILFLHQF\�RI� IRRG�PDUNHWV²LQ�VDIH�DUHDV
DQG� DW� WKH� QDWLRQDO� OHYHO� LI� SHDFH� LV� VHFXUHG²LV� FULWLFDO� WR� DFKLHYLQJ� IRRG� VHFXULW\�
5HGXFLQJ� EXUGHQVRPH� UHJXODWLRQV� RQ� PLFUR�HQWHUSULVHV� �SDUWLFXODUO\� WKH� µLQIRUPDO¶
UHJXODWLRQ� RI� SROLFH� KDUDVVPHQW�� ZRXOG� HQFRXUDJH� PLFUR� IRRG�WUDGLQJ� �DV� ZRXOG� WKH
H[SDQVLRQ�RI�PLFUR�FUHGLW���0LFUR�IRRG�WUDGLQJ�FDQ�SURYLGH�VXEVWDQWLDO� LQFRPH�IRU� WKH
SRRU�GXULQJ�ZDUWLPH²DV�WKH�H[SHULHQFH�RI�ZRPHQ�VXSSO\LQJ�WKH�0DSXWR�IRRG�PDUNHW
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LQ� 0R]DPELTXH� VKRZV²DQG� KHOSV� µSRVW�ZDU¶� VRFLHWLHV� DGMXVW� WR� WKH� SKDVLQJ� RXW� RI
ZDUWLPH� IRRG�DLG��*RYHUQPHQW�PXVW� IDFWRU�FRPPXQLW\�QHHGV� LQWR�VSHQGLQJ�GHFLVLRQV�
IRU�H[DPSOH�IDYRXULQJ�D�ODUJHU�QHWZRUN�RI�IHHGHU�URDGV��ZKLFK�UHGXFH�WKH�WUDQVDFWLRQV
FRVWV� RI�PDUNHWLQJ� IRU� UHPRWHU� FRPPXQLWLHV�� DQG� IHZHU� ODUJH� KLJKZD\V��%XW�� VHFWRUDO
SROLF\�FDQ�RQO\�IRFXV�RQ�FRPPXQLW\�SULRULWLHV�LI�PHFKDQLVPV�DUH�GHYHORSHG� WR�FROOHFW
WKHLU� YLHZV� DQG� V\VWHPDWLFDOO\� IHHG� WKHP� LQWR� WKH� SROLF\� SURFHVV�� 7KHUH� LV� QRZ� D
FRQVLGHUDEOH� ERG\� RI� H[SHULHQFH� RQ� SDUWLFLSDWRU\� SRYHUW\� DVVHVVPHQW� WKDW� FDQ� EH
GHSOR\HG�WR�GR�WKLV��VHH�IRU�LQVWDQFH�&KDPEHUV������DQG�5REE��������7KH�FKDOOHQJH�LV
WR� SURPRWH� ORFDO� FDSDFLW\� WR� XVH� WKHVH� WHFKQLTXHV�� DV�ZHOO� DV� JRYHUQPHQW� FDSDFLW\� WR
DEVRUE�WKH�UHVXOWV�DQG�DFW�XSRQ�WKHP�

$OWKRXJK� WKH� JRYHUQPHQW� PXVW� GHYHORS� DQG� UHVRXUFH� QDWLRQDO� DQG� VHFWRUDO� SRYHUW\�
UHGXFWLRQ� IUDPHZRUNV�� UHFRQVWUXFWLRQ� LWVHOI� PXVW� EH� D� IXQGDPHQWDOO\� GHFHQWUDOL]HG
SURFHVV�LQ�ZKLFK�FRPPXQLWLHV� WKHPVHOYHV� WDNH� WKH�ILQDO�GHFLVLRQV�UHJDUGLQJ�SULRULWLHV�
DOORFDWLRQV�� DQG� WLPLQJ�� $W� WKH� ORFDO� OHYHO�� FRPPXQLWLHV� PXVW� EH� KHOSHG� WR� GHYHORS
VXVWDLQDEOH�OLYHOLKRRGV��ERWK�LQ�DJULFXOWXUH�DV�ZHOO�DV�QRQ�IDUP�HPSOR\PHQW���*LYHQ�WKH
ODUJH� QXPEHU� RI� SRVVLELOLWLHV²FUHGLW�� PDUNHWLQJ�� WUDQVSRUWDWLRQ�� FRPPXQLFDWLRQ�� DQG
H[WHQVLRQ��WR�QDPH�EXW�D�IHZ�²FORVH�DWWHQWLRQ�PXVW�EH�JLYHQ�WR�PHFKDQLVPV�WKDW�\LHOG
SURMHFWV�ZLWK�WKH�KLJKHVW�UHWXUQV�WR�SRYHUW\�UHGXFWLRQ��%XW�LQ�RSHUDWLQJ�DW�WKH�ORFDO�OHYHO�
LW� LV� LPSRUWDQW� WR� DYRLG� FRQFHQWUDWLQJ� XQGXO\� RQ� WKH�PRVW�DGYDQWDJHG� FRPPXQLWLHV²
WKRVH�ZLWK�WKH�PRVW�HGXFDWLRQ��WKH�EHVW�DFFHVV�WR�PDUNHWV��DQG�WKH�PRVW�IHUWLOH�ODQG²WR
WKH�QHJOHFW�RI�WKH�SRRUHVW��HVSHFLDOO\�LQ�WKH�UHPRWHU�DUHDV��7KH�SRRUHVW�FRPPXQLWLHV�DUH
RIWHQ� WKH� OHDVW�DEOH� WR�SXW� IRUZDUG�SURMHFW� LGHDV��DQG�FRQVLGHUDEOH� LQYHVWPHQW�PXVW�EH
PDGH�LQ�WKHLU�FDSDFLW\�WR�GR�VR��VHH�)ULJHQWL�HW�DO��������IRU�D�UHYLHZ�RI�WKH�HYLGHQFH�RQ
WKLV�SRLQW���,Q�WKLV�FRQWH[W��FKURQLF�ZHDNQHVV�LQ�ORFDO�JRYHUQPHQW�VWUXFWXUHV��WKH�UHVXOW
RI� ERWK� ZDU�� EXW� DOVR� FRUUXSWLRQ�� LV� D� PDMRU� FRQVWUDLQW� WR� FRPPXQLW\�OHG� ORFDO
GHYHORSPHQW�LQ�$QJROD�

� $QJROD¶V�VRFLDO�IXQG

6HFWLRQ� �� FRQFOXGHG� E\� HPSKDVL]LQJ� WKH� LPSRUWDQFH� RI� FRPPXQLW\� SDUWLFLSDWLRQ� LQ
SURMHFW�GHVLJQ�DQG�LPSOHPHQWDWLRQ��8QIRUWXQDWHO\��WKH�WRS�GRZQ�EXUHDXFUDWLF�DSSURDFK
WR� ORFDO� GHYHORSPHQW� LV� WUDGLWLRQDO� LQ� $QJROD� UHIOHFWLQJ� WKH� FRORQLDO� LQVWLWXWLRQDO
LQKHULWDQFH�DQG�WKH�FHQWUDOL]DWLRQ�RI�SROLWLFDO�SRZHU�DVVRFLDWHG�ZLWK�0DU[LVP�/HQLQLVP
�D�SUREOHP�FRPPRQ�WR�RWKHU�FRXQWULHV�LQ�WKLV�VWXG\²VHH�$GGLVRQ�����E���,W�LV�IXUWKHU
DJJUDYDWHG�E\�WKH�PHWKRGV�XVHG�WR�UXQ�D�ZDU�WLPH�VRFLHW\��7KLV�KDV�VHUYHG�WR�UHLQIRUFH
DXWRFUDWLF� OHDGHUVKLSV�� VWLIOH� ORFDO� GHPRFUDF\�� DQG� LQKLELW� WKH� GHYHORSPHQW� RI� FLYLO
VRFLHW\�� +RZHYHU�� FRPPXQLWLHV� JHQHUDOO\� NQRZ�ZKDW� ZRUNV� EHVW� DQG� WKLV� NQRZOHGJH
FDQQRW�EH�DGHTXDWHO\�DVVLPLODWHG�LQWR�LQIOH[LEOH�EXUHDXFUDWLF�VWUXFWXUHV��WKH�DV\PPHWULF
LQIRUPDWLRQ� SUREOHP� LQKHUHQW� LQ� WKH� WRS�GRZQ� DSSURDFK� LV� D� IXQGDPHQWDO� REVWDFOH� WR
PDNLQJ�LW�ZRUN�

,Q�UHVSRQVH�WR�WKH�FXPEHUVRPH�VWDWH�DSSDUDWXV�DQG�LWV�ODFN�RI�SRYHUW\�IRFXV��WKH�:RUOG
%DQN� DQG� ELODWHUDO� GRQRUV� HQFRXUDJHG� WKH� HVWDEOLVKPHQW� LQ� ����� RI� WKH� VRFLDO� IXQG�
)XQGR� G¶$SRLR� 6RFLDO� �)$6��� WR� VXSSRUW� SURMHFWV� LQLWLDWHG� DQG� LPSOHPHQWHG� E\
FRPPXQLWLHV��7KH�)$6�LV�DQ�DXWRQRPRXV�LQVWLWXWLRQ�ZKRVH�FHQWUDO�PDQDJHPHQW�XQLW�LV
KRVWHG� E\� WKH� 0LQLVWU\� RI� 3ODQQLQJ�� ZKHUHDV� SURMHFW� DGPLQLVWUDWLRQ� DQG� ILQDQFH� LV
GHFHQWUDOL]HG� WR� SURYLQFLDO� RIILFHV� �:RUOG�%DQN� ������� 7KH� )$6�1DWLRQDO� %RDUG� KDV
UHSUHVHQWDWLYHV�IURP�JRYHUQPHQW�LQVWLWXWLRQV�DQG�1*2V��DQG�WKH�ERDUG� LV� UHSOLFDWHG�DW
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HDFK�SURYLQFLDO�OHYHO�WR�HQVXUH�FRQVLVWHQF\�ZLWK�SURYLQFLDO�SULRULWLHV�DQG�WR�LQYROYH�OLQH�
PLQLVWULHV��7KH�)$6�DLPV�WR�LPSURYH�DFFHVV�WR�EDVLF�VHUYLFHV�WKURXJK�WKH�SURYLVLRQ�RU
UHKDELOLWDWLRQ�RI�EDVLF�LQIUDVWUXFWXUH��IRU�H[DPSOH�VFKRROV��KHDOWK�IDFLOLWLHV��ZDWHU�VXSSO\
DQG� VDQLWDWLRQ�� VPDOO� IHHGHU� URDGV�� JUDQDULHV�� DQG� PDUNHW� SODFHV��� WR� LPSURYH� WKH
FDSDFLW\�RI�FRPPXQLWLHV�DQG�WKHLU�SDUWQHUV� WR� LQLWLDWH�DQG�PDQDJH�VXE�SURMHFWV��DQG� WR
FUHDWH�DGGLWLRQDO�LQFRPH�DQG�HPSOR\PHQW�HVSHFLDOO\�LQ�UXUDO�DQG�SHUL�XUEDQ�DUHDV��VHH
:RUOG�%DQN������DQG������ IRU� IXUWKHU�GHWDLOV���&RPPXQLW\� VXE�SURMHFWV� YDU\� LQ� VL]H
IURP�86���������XS�WR�D�PD[LPXP�RI�86����������,QFRPH�JHQHUDWLRQ�LV�DFKLHYHG�E\
WKH� XVH� RI� ODERXU�LQWHQVLYH� FRQVWUXFWLRQ� DQG� PDLQWHQDQFH� PHWKRGV�� DQG� E\� D� SLORW
FRPSRQHQW�ZKLFK�GLVEXUVHV�UHYROYLQJ�IXQGV�WR�FRPPXQLWLHV�ZKLFK�WKHQ�RQ�OHQG�WKHP�WR
VXE�SURMHFWV�

)$6� ,� ZKLFK� UDQ� IURP� ����� WR� ����� ZDV� FRVWHG� DW� 86�� ��� PLOOLRQ�� DQG� IXQGLQJ
FRQVLVWHG� RI� DQ� ,'$� FUHGLW� RI� 86�� ��� PLOOLRQ� DQG� GRQRU� FRILQDQFLQJ� RI� 86�� ����
PLOOLRQ� �IURP� WKH� 1HWKHUODQGV�� 1RUZD\� DQG� 6ZHGHQ��� &RPPXQLWLHV� WKHPVHOYHV� ZHUH
H[SHFWHG�WR�FRQWULEXWH�86�������PLOOLRQ��)$6�UXOHV�UHTXLUH�WKDW�UHFLSLHQW�FRPPXQLWLHV
FRQWULEXWH� ��� SHU� FHQW� RI� WKH� VXE�SURMHFW¶V� FRVW� LQ� WKH� IRUP� RI� ODERXU�� PDWHULDO�� DQG
FDVK���ZLWK�86�������PLOOLRQ�IURP�1*2V�DQG�&KXUFKHV��DQG�86�������PLOOLRQ�IURP�WKH
*RYHUQPHQW�RI�$QJROD��:RUOG�%DQN��������)$6�,,�������WR�GDWH��KDV�D�EXGJHW�RI�86�
���PLOOLRQ��ZLWK�D�VLPLODU�ILQDQFLQJ�VWUXFWXUH��:RUOG�%DQN�������

$�EHQHILFLDU\�DVVHVVPHQW�VXUYH\�FRQGXFWHG� LQ������\LHOGV�YDOXDEOH� LQIRUPDWLRQ�DERXW
WKH� LPSDFW� RI� WKH� )$6�� 7KH� VXUYH\� FRYHUV� ������ UXUDO� DQG� SHUL�XUEDQ� KRXVHKROGV
�LQYROYLQJ������� LQWHUYLHZHHV�� DQG� WKHLU�FRPPXQLWLHV� LQ� WKH���SURYLQFHV� LQ�ZKLFK� WKH
)$6�ZDV�DFWLYH��6RPH������SHU�FHQW�RI�UHVSRQGHQWV�VDLG� WKDW� WKH\�KDG�EHQHILWHG� IURP
WKH�SURMHFWV��VHH�$GDXWD�������IRU�GHWDLOV���

5HVSRQGHQWV� ZHUH� DVNHG� WR� UDQN� WKHLU� SULRULWLHV�� WKHUHE\� LQGLFDWLQJ� WR� ZKDW� W\SHV� RI
DFWLYLW\�)$6�UHVRXUFHV��DQG�SXEOLF�VSHQGLQJ�PRUH�JHQHUDOO\��VKRXOG�EH�DOORFDWHG��7KLV
SURYLGHV� D�ZD\� RI� FKHFNLQJ�� H[� SRVW�� WKDW� WKLV� LV� LQGHHG�ZKHUH� SURMHFWV� IRFXVHG� WKHLU
HIIRUWV��6RPH����SHU�FHQW�RI�UHVSRQGHQWV�FLWHG�DFFHVV�WR�HGXFDWLRQ�DV�WKHLU�FRPPXQLW\¶V
ILUVW�SULRULW\��IROORZHG�E\�WKH�DYDLODELOLW\�RI�KHDOWK�VHUYLFHV�����SHU�FHQW�����7KH�SULRULW\
JLYHQ�WR�HGXFDWLRQ�DSSOLHV�WR�DGXOW�DV�ZHOO�DV�FKLOG�HGXFDWLRQ��UHIOHFWLQJ�WKH�KLJK�OHYHOV
RI�DGXOW�LOOLWHUDF\�DVVRFLDWHG�ZLWK�ZDU�DQG�WKH�XQGHUIXQGLQJ�RI�HGXFDWLRQ����&RPSDULQJ
)$6�SURMHFWV�ZLWK�WKHVH�QHHGV�LQGLFDWHV�WKDW��E\�DQG�ODUJH��SURMHFWV�KDYH�EHHQ�RULHQWDWHG
WRZDUGV�FRPPXQLW\�SULRULWLHV²DOWKRXJK�WKHUH�DUH�REYLRXVO\�VWLOO�ODUJH�XQPHW�QHHGV�WKDW
FDQ�RQO\�EH�IXOILOOHG�WKURXJK�WKH�SXEOLF�H[SHQGLWXUH�V\VWHP�

'DWD�DQDO\VLV�VKRZV�WKH�LPSRUWDQFH�RI�SDUWLFLSDWLRQ�WR�UHVSRQGHQWV¶�VDWLVIDFWLRQ�ZLWK�WKH
RXWFRPHV�RI�)$6�VXE�SURMHFWV��WKH�VDWLVIDFWLRQ�VFRUHV�EHLQJ�RQH�PHDQV�WR�HYDOXDWH�WKH
VXFFHVV� RI� WKH� )$6��� 8VLQJ� D� ORJLW� PRGHO�� $GDXWD� ������� ILQGV� WKDW� UHVSRQGHQW

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

� 7KH�ILJXUH�LV�KLJKHU�LI�PLVVLQJ�DQVZHUV�DUH�GLVFRXQWHG�

�� 7KH�VXSSO\�RI�SRWDEOH�ZDWHU� UDQNV� WKLUG��2WKHU�FRPPXQLW\�SULRULWLHV� LQFOXGH�� VDQLWDWLRQ�DQG�VHZDJH
IDFLOLWLHV��PDUNHWV��HOHFWULFLW\��PRVW�LQ�UXUDO�DUHDV���DQG�NLQGHUJDUWHQV��XUEDQ�DQG�SHUL�XUEDQ�UHJLRQV��

�� 7KH� SULRULW\� JLYHQ� WR� HGXFDWLRQ� LV� HYHQ� PRUH� VWULNLQJ� ZKHQ� UHVSRQGHQWV� DUH� DVNHG� ZKLFK� IXWXUH
DFWLYLWLHV�WKH\�ZRXOG�OLNH�WR�EH�LQYROYHG�LQ�������SHU�FHQW�ZDQW�WR�HQURO�LQ�HGXFDWLRQ�SURJUDPPHV�IRU
DGXOWV�� ����� SHU� FHQW� LQ� DGXOW� OLWHUDF\� SURJUDPPHV�� DQG� ����� SHU� FHQW� LQ� YRFDWLRQDO� WUDLQLQJ
SURJUDPPHV
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SDUWLFLSDWLRQ� LQ� VHWWLQJ� WKH� VXE�SURMHFW¶V� SULRULWLHV� LV� SRVLWLYHO\� FRUUHODWHG� ZLWK
VDWLVIDFWLRQ�� 0RUHRYHU�� WKH� ZD\� LQIRUPDWLRQ� LV� VKDUHG� ZLWKLQ� WKH� FRPPXQLW\� LV
LPSRUWDQW��WKH�OHYHO�RI�VDWLVIDFWLRQ�LQFUHDVHV�DV�WKH�PHFKDQLVPV�IRU�VKDULQJ�LQIRUPDWLRQ
EHFRPH�PRUH�IRUPDO��SULRULWLHV�VHW�E\�UHJXODU�FRPPXQLW\�OHYHO�PHHWLQJV��GHFLVLRQV�SXW
WR�WKH�YRWH��DQG�OHDGHUV�HOHFWHG�GHPRFUDWLFDOO\��UDWKHU�WKDQ�LQIRUPDO��LQIRUPDWLRQ�DERXW
SURMHFWV� VKDUHG� E\� ZRUG� RI� PRXWK�� QR� IRUPDO� PHHWLQJV�� DQG� XQFHUWDLQW\� DERXW� KRZ
OHDGHUV�FDPH�WR�EH�DSSRLQWHG��

,Q� WKLV� UHVSHFW�� WKH� ERWWRP�XS� DSSURDFK� RI� WKH� )$6� LV� GLOXWLQJ� WKH� SRZHU� RI� WKH
WUDGLWLRQDO� FKLHIV�� 2QO\� ���� SHU� FHQW� RI� UHVSRQGHQWV� VDLG� WKDW� WUDGLWLRQDO� FKLHIV� ZHUH
LPSRUWDQW� LQ� VHWWLQJ� XS� WKH� JUDVV� URRWV� RUJDQL]DWLRQV� WKDW� DUH� XVHG� WR� GLVSHUVH� )$6
IXQGLQJ�� DQG� RQFH� XS� DQG� UXQQLQJ� RQO\� ��� SHU� FHQW� RI� SURMHFW� OHDGHUV�ZHUH� IURP� WKH
WUDGLWLRQDO� DXWKRULWLHV�� ,Q� FRQWUDVW�� ��� SHU� FHQW� RI� SURMHFW� OHDGHUV� ZHUH� HOHFWHG� E\� D
FRPPXQLW\� DVVHPEO\�� 7KLV� LV� D� VWURQJ� LQGLFDWLRQ� WKDW� WKH� )$6� KDV� VLJQLILFDQWO\
GLVSODFHG�WKH�PRUH�WUDGLWLRQDO�DQG�DXWRFUDWLF�ORFDO�SRZHUV�ZLWK�SDUWLFLSDWRU\�GHPRFUDF\�
7KH� ORJLW� DQDO\VLV� LQGLFDWHV� WKDW� D� GHPRFUDWLFDOO\� HOHFWHG� OHDGHU�� DQG� NQRZLQJ� WKH
SURMHFW� OHDGHU�� DUH� ERWK� YDULDEOHV� WKDW� DUH� SRVLWLYHO\� FRUUHODWHG� ZLWK� VDWLVIDFWLRQ� DW
SURMHFW�RXWFRPHV�

6RFLDO�FDSLWDO�LV�D�NH\�LQSXW�WR�VXFFHVVIXO�SURMHFW�LGHQWLILFDWLRQ�DQG�LPSOHPHQWDWLRQ��2QH
ZD\�WR�PHDVXUH�VRFLDO�FDSLWDO�LV�WR�FRXQW�WKH�QXPEHU�RI�FRPPXQLW\�DVVRFLDWLRQV��ZRPHQ
DQG�PRWKHU¶V�JURXSV��\RXWK�RUJDQL]DWLRQV��PXVLF�DQG�GDQFLQJ�JURXSV��DQG�VSRUWV�FOXEV�
7KHVH� SURYLGH� QHWZRUNV� RI� VRFLDO� LQWHUDFWLRQ� DQG� IDFLOLWDWH� FRQVHQVXV�EXLOGLQJ� DQG
WUXVW²ERWK� LPSRUWDQW� WR� SURMHFW� VXFFHVV�� 2YHUDOO�� ��� SHU� FHQW� RI� WKH� FRPPXQLWLHV
VXUYH\HG�KDYH� DW� OHDVW� RQH� DVVRFLDWLRQ����7KLV� ILJXUH� LV� KLJKHU� LQ� XUEDQ� DUHDV� ���� SHU
FHQW��FRPSDUHG�ZLWK�UXUDO�DUHDV�����SHU�FHQW���%XW�WKH�OHYHO�RI�LQGLYLGXDO�SDUWLFLSDWLRQ�LV
TXLWH� ORZ²��� SHU� FHQW� RI� UHVSRQGHQWV� DUH� PHPEHUV� RI� ORFDO� DVVRFLDWLRQV� DQG� DJDLQ
LQGLYLGXDO�PHPEHUVKLS�LV�KLJKHU�LQ�XUEDQ�DUHDV�����SHU�FHQW��WKDQ�LQ�UXUDO�DUHDV�����SHU
FHQW���,I�VRFLDO�FDSLWDO�LV�LPSRUWDQW�WR�SURMHFW�VXFFHVV��D�UHDVRQDEOH�FRQMHFWXUH��WKHQ�WKLV
UXUDO�XUEDQ�GLIIHUHQFH�LQ�VRFLDO�FDSLWDO�PD\�EH�RQH�UHDVRQ�ZK\�UXUDO�UHVSRQGHQWV�H[SUHVV
D�ORZHU�OHYHO�RI�VDWLVIDFWLRQ�ZLWK�SURMHFW�RXWFRPHV�WKDQ�XUEDQ�UHVSRQGHQWV��DV�FDSWXUHG
E\�WKH�UHVXOW� WKDW� WKH�YDULDEOH��5HJLRQ�� LV�QHJDWLYHO\�FRUUHODWHG�ZLWK�VDWLVIDFWLRQ� LQ� WKH
ORJLW�DQDO\VLV�RI�$GDXWD�������

7KH� DELOLW\� DQG� ZLOOLQJQHVV� RI� FRPPXQLWLHV� WR� RUJDQL]H� WKHPVHOYHV� DURXQG� VKDUHG
REMHFWLYHV� DQG� YDOXHV� LV� FULWLFDO� QRW� RQO\� WR� SURMHFW� LPSOHPHQWDWLRQ� EXW� DOVR� WR
PDLQWDLQLQJ� WKH� LQIUDVWUXFWXUH� RQFH� LW� LV� FRPSOHWH�� ,Q� WKLV� UHJDUG�� WZR� IDFWRUV� DUH
LPSRUWDQW��)LUVW��LQ�JHQHUDO�SHRSOH�H[SUHVV�PRUH�FRPPLWPHQW�WR�SURMHFWV�ZKHQ�WKH\�DUH
LQLWLDWHG�DQG� UXQ� ORFDOO\²DV� WKH\� DUH� LQ� WKH� )$6²WKDQ�ZKHQ� WKH\� DUH� LPSRVHG� IURP
DERYH� �DV� LQ� WKH� WUDGLWLRQDO� WRS�GRZQ�PRGHO���+HQFH�� ��� SHU� FHQW� RI� UHVSRQGHQWV� IHHO
UHVSRQVLEOH� WR� WKH� VXE�SURMHFWV� WKHPVHOYHV�� ZKHUHDV� RQO\� ��� SHU� FHQW� IHHO� D� VHQVH� RI
UHVSRQVLELOLW\�WR�WKH�ORFDO�DXWKRULWLHV��DQG�RQO\����SHU�FHQW�IHHO�UHVSRQVLEOH�WR�WKH�FHQWUDO
)$6�RUJDQL]DWLRQ��6HFRQG��FRPPXQLWLHV�KDYH�D�VWDNH�LQ�SUHVHUYLQJ�LQIUDVWUXFWXUH�VLQFH
XQGHU�)$6�UXOHV��HDFK�FRPPXQLW\�LV�H[SHFWHG�WR�FRQWULEXWH�PDWHULDOV��ODERXU��HTXLSPHQW
DQG� FDVK� WR� PHHW� ��� SHU� FHQW� RI� VXE�SURMHFW� FRVWV�� &RPPXQLW\� PHPEHUV� SDUWLFLSDWH
E\�PHDQV� RI� DWWHQGDQFH� DW� PHHWLQJV� ������ SHU� FHQW� RI� UHVSRQGHQWV��� LQGLYLGXDO� ZRUN
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�� 6RPH� ����� SHU� FHQW� RI� FRPPXQLWLHV� KDYH� ZRPHQ� RU� PRWKHU¶V� JURXSV�� ��� SHU� FHQW� KDYH� \RXWK
RUJDQL]DWLRQV�����SHU�FHQW�KDYH�PXVLF�DQG�GDQFH�JURXSV��DQG����SHU�FHQW�KDYH�VRFFHU�JURXSV�
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������ SHU� FHQW��� DFWLYLWLHV� UHODWHG� WR� WKH� VXSSO\� RI� EXLOGLQJ�PDWHULDOV� IRU� FRQVWUXFWLRQ
ZRUN������SHU�FHQW���DQG�FDVK�FRQWULEXWLRQV������SHU�FHQW��

,QLWLDWLYHV� VXFK� DV� WKH� )$6� DUH� DERYH� DOO� D� PHDQV� IRU� VKDULQJ� LGHDV� DFURVV� WKH
FRPPXQLW\��6XFK�NQRZOHGJH�VKDULQJ� FDQ� VSUHDG�EHVW�SUDFWLFHV²KRZ� WR� UHKDELOLWDWH� D
VFKRRO� IRU� H[DPSOH²EXW� LW� FDQ� DOVR� WUDQVPLW� SURIRXQG� LGHDV� DERXW� LQGLYLGXDO� ULJKWV�
SDUWLFLSDWRU\� GHPRFUDF\�� DQG� QDWLRQDO� SULGH� WR� ZLGHU� DXGLHQFHV�� $OWKRXJK� WKHUH� LV� D
VWURQJ� WHQGHQF\� LQ� ORFDO� GHYHORSPHQW� WR� HPSKDVL]H� µWDQJLEOH¶� RXWFRPHV� �PHDVXUHG
RXWSXWV� VXFK� DV� WKH� QXPEHU� RI� VFKRROV� DQG� KHDOWK�IDFLOLWLHV� FRQVWUXFWHG��� µLQWDQJLEOH¶
RXWFRPHV²VXFK� DV� LQFUHDVHG� VHOI�FRQILGHQFH� DQG� WKH� VSUHDG� RI� NQRZOHGJH²DUH� DV
LPSRUWDQW�� &RPPXQLWLHV� UHFRJQL]H� WKLV� WKHPVHOYHV�� LQ� WKH� EHQHILFLDU\� VXUYH\�
HGXFDWLRQ²ZKLFK�LV�FLWHG�DV�WKH�WRS�SULRULW\�E\�UHVSRQGHQWV²LV�LQ�HIIHFW�D�SUR[\�IRU�WKH
GHVLUH�DPRQJ�FRPPXQLWLHV�IRU�QHZ�LGHDV��%XW��RQH�VHULRXV�FKDOOHQJH�LV�WKH�VKRUWDJH�RI
UROH� PRGHOV� IRU� FRPPXQLW\� GHYHORSPHQW� LQ� $QJROD�� 7KH� QRUPDO� GHYHORSPHQW� RI
FRPPXQLWLHV� KDV� EHHQ� GLVUXSWHG� E\� WKH� OHQJWK� DQG� VHYHULW\� RI� WKH� ZDU�� ZKLOH� WKH
WUDGLWLRQDO�VWDWH�DSSDUDWXV�GRHV�QRW�UHVSRQG�WR�QHHG�DQG�LV�ODUJHO\�GHYRLG�RI�LQQRYDWLRQ�
7KH�EHVW�ZD\� WR�SHUVXDGH�$QJROD¶V�SHRSOH�DQG�SROLWLFLDQV� LV� WR� VKRZ� WKHP�VRPHWKLQJ
WKDW�ZRUNV�� WKDW� LV� IHDVLEOH� DQG� HIILFLHQW�� DQG�ZKLFK� FDQ�EH� UHSOLFDWHG��7KH� )$6�GRHV
WKLV��EXW�PDQ\�PRUH�FRPPXQLW\�IRFXVHG�LQLWLDWLYHV�DUH�QHHGHG�DV�ZHOO�

,Q�VXPPDU\��ORFDO�GHYHORSPHQW�EDVHG�RQ�D�SDUDGLJP�RI�FRPPXQLW\�GHPRFUDF\�LV�PRUH
OLNHO\� WR� OHDG� WR� SURMHFW� VXFFHVV� �DV� PHDVXUHG� E\� VDWLVIDFWLRQ� UDWLQJV��� DQG� E\� WKLV
VWDQGDUG� WKH�)$6�LV�GRLQJ�D�JRRG� MRE��7KLV� LV�QRW� WR� LPSO\��KRZHYHU�� WKDW� WKH�)$6� LV
EH\RQG� LPSURYHPHQW�� )RU� H[DPSOH�� WKH�)$6� VXIIHUV� IURP� D�ZHDNQHVV� FRPPRQ� WR� DOO
VRFLDO�IXQGV��WKH�YHU\�SRRUHVW�FRPPXQLWLHV�DUH�WKH�OHDVW�DEOH�WR�LQLWLDWH�DQG�PDQDJH�VXE�
SURMHFWV� �VHH� VHFWLRQ� �� DERYH�� DQG� )ULJHQWL� HW� DO�� ������� 0RUHRYHU�� WKH� )$6� KDV� QRW
DFKLHYHG�DV�PXFK�IRU�ZRPHQ�DV�LW�PLJKW��7KH�GDWD�VKRZ��IRU�H[DPSOH��WKDW�RQO\����SHU
FHQW�RI�UHVSRQGHQWV�DFNQRZOHGJHG�WKH�H[LVWHQFH�RI�NLQGHUJDUWHQV�LQ�WKHLU�FRPPXQLWLHV�
WKHVH�DUH�LPSRUWDQW�LQ�HQDEOLQJ�ZRPHQ�WR�LQFUHDVH�WKHLU�ODERXU�IRUFH�SDUWLFLSDWLRQ�DQG�WR
VRFLDOL]H�WKHLU�FKLOGUHQ��7R�PDNH�WKH�)$6�PRUH�HIIHFWLYH�ZH�QHHG�WR�NQRZ�PRUH�DERXW
JHQGHU�SROLWLFV�DW�WKH�ORFDO�OHYHO�

0RUH� IXQGDPHQWDOO\�� LQVHFXULW\� LQ� PDQ\� SURYLQFHV� UHGXFHV� WKH� FRYHUDJH� RI� )$6
RSHUDWLRQV��LW�LV�DFWLYH�LQ�RQO\���RXW�RI����RI�$QJROD¶V�SURYLQFHV���:DU�DOVR�UHGXFHV�WKH
SURMHFW¶V�VRFLDO�UDWH�RI�UHWXUQ��VLQFH�LQVHFXULW\�LQFUHDVHV�WKH�VKRUW�WHUP�IRFXV�RQ�VXUYLYDO
DPRQJ� FRPPXQLWLHV�� PDNLQJ� WKHP� OHVV� OLNHO\� WR� ORRN� WR� WKH� ORQJ�WHUP²WKHUHE\
UHGXFLQJ� LQGLYLGXDO� LQFHQWLYHV� WR� LQYHVW� LQ� JURXS� RUJDQL]DWLRQ� DQG� WKH� IRUPDWLRQ� RI
VRFLDO�FDSLWDO��$GGLVRQ�����D���7KH�ORZHU�OHYHO�RI�VRFLDO�FDSLWDO� LQ�UXUDO�DUHDV� UHIOHFWV
WKH� LPSDFW�RI� WKH�ZDU²LQ�GLVORFDWLQJ�FRPPXQLWLHV�DQG�IUDJPHQWLQJ� IDPLOLHV²DV�ZHOO
DV� WKH� GLVUXSWLRQ� FDXVHG� LQ� UXUDO� DUHDV� E\� VRFLDOLVW� GHYHORSPHQW�� ,QWHUQDO� PLJUDWLRQV
FDXVHG�E\�WKH�ZDU�KDYH�VWUHQJWKHQHG�WKH�UROH�RI�WKH�QXFOHDU�DQG�H[WHQGHG�IDPLO\�����SHU
FHQW�RI�UHVSRQGHQWV�FLWH�WKLV�DV�WKH�PRVW�LPSRUWDQW�VRFLDO�QHWZRUN��DQG�KDYH�ZHDNHQHG
FRPPXQLW\�WLHV��&OHDUO\��WKH�DFKLHYHPHQW�RI�VXVWDLQHG�SHDFH�FRXOG�GR�PXFK�WR�LQFUHDVH
WKH�SD\�RII�IURP�)$6�VXE�SURMHFWV�DQG�FRPPXQLW\�LQLWLDWLYHV�LQ�JHQHUDO���
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�� %XW� LQWHUHVWLQJO\�� SHUL�XUEDQ� DUHDV²ZKLFK� FRQWDLQ� WKH� KLJKHVW� LQFLGHQFH� RI� XUEDQ� SRYHUW\� DQG� DUH
ODUJHO\� RXWVLGH� WKH� GLUHFW� LPSDFW� RI� WKH� ZDU²GR� QRW� KDYH� VWURQJ� VRFLDO� FDSLWDO� HLWKHU�� 7KHUHIRUH
PHPEHUVKLS�RI�DVVRFLDWLRQV�LV�ORZHU�LQ�SHUL�XUEDQ�DUHDV�����SHU�FHQW��WKDQ�LQ�UXUDO�DUHDV�����SHU�FHQW�
LQGLFDWLQJ��SHUKDSV��WKH�LQVHFXULW\�DQG�WUDQVLHQW�QDWXUH�RI�OLIH�DPRQJ�WKH�XUEDQ�SRRU�
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8OWLPDWHO\�� WKH� )$6� FDQQRW� VXEVWLWXWH� IRU� D� SRYHUW\�IRFXVHG� SXEOLF� VSHQGLQJ� V\VWHP�
HVSHFLDOO\� RQH� WKDW� FRXOG� GHSOR\� UHYHQXHV� DV� ODUJH� DV� WKRVH� WKDW� WKH� $QJRODQ� VWDWH
REWDLQV�IURP�RLO��$V�LQ�RWKHU�FRXQWULHV��VRFLDO�IXQGV�FDQQRW�EH�WKH�PDLQ�URXWH�WR�SRYHUW\
UHGXFWLRQ� �VHH�:RUOG�%DQN�������ZKLFK� UHYLHZV� WKH� FURVV�FRXQWU\� HYLGHQFH���%XW� WKH
)$6� GRHV� GHPRQVWUDWH� KRZ� WKH� SXEOLF� H[SHQGLWXUH� V\VWHP� FRXOG� EH� IRFXVHG� RQ
FRPPXQLW\�QHHGV�DQG�LQLWLDWLYHV²JLYHQ�WKH�QHFHVVDU\�SROLWLFDO�ZLOO�

� &RQFOXVLRQV��UHVWRULQJ�VHFXULW\�DQG�FRQILGHQFH�LQ�$QJRODQ�VRFLHW\

5HFHQW�818�:,'(5�UHVHDUFK�KLJKOLJKWV� WKH�UROH�RI�KRUL]RQWDO� LQHTXDOLW\²E\� UHJLRQ�
FODVV�RU�HWKQLF�JURXS²DV�DQ�LPSRUWDQW�FDXVH�RI�FLYLO�ZDU��.OXJPDQ������DQG�1DI]LJHU
HW�DO���������7KLV� IDFWRU� LV�HYLGHQW� LQ�$QJROD��$EUDKDPVVRQ�DQG�1LOVVRQ� �������DUJXH
WKDW�RQH�RI�WKH�PRVW�LPSRUWDQW�UHDVRQV�ZK\�DOO�WKH�UHFHQW�SHDFH�DFFRUGV�KDYH�IDLOHG�LQ
$QJROD�LV� WKDW� WKH�QHJRWLDWLQJ�SURFHVVHV�GLG�QRW�IRFXV�RQ�FRQIOLFW¶V�XQGHUO\LQJ�FDXVHV�
7KH�IDLOHG�DJUHHPHQWV�FRQFHQWUDWHG�RQ�HVWDEOLVKLQJ�D�SRZHU�VKDULQJ�V\VWHP�EHWZHHQ�WKH
SDUWLHV�WR�WKH�FRQIOLFW�UDWKHU�WKDQ�DGGUHVVLQJ�WKH�FRQIOLFW¶V�VRFLR�HFRQRPLF�FDXVHV��%XW�D
IDFWRU�LQ�WKH�FRQIOLFW�KDV�EHHQ�WKH�VWURQJ�UHJLRQDO�HFRQRPLF�LPEDODQFHV�RI�WKH�FRORQLDO
HFRQRP\� ZKLFK� EHFDPH� PRUH� SURQRXQFHG� LQ� WKH� ODVW� ��� \HDUV� RI� FRORQLDOLVP�� 7KH
03/$� DQG� 81,7$� HPHUJHG� DV� OLEHUDWLRQ� PRYHPHQWV� ZLWK� GLVWLQFW� UHJLRQDO�HWKQLF
FKDUDFWHULVWLFV�� WKH�03/$�ZDV� EDVHG� SUHGRPLQDQWO\� RQ�0EXQGX� VXSSRUW� �FHQWUHG� RQ
/XDQGD�DQG�LWV�LPPHGLDWH�DUHD���ZKHUHDV�81,7$�VXSSRUWHUV�DUH�PDLQO\�RI�2YLPEXQGX
LGHQWLW\��RULJLQDWLQJ�LQ�WKH�FHQWUDO�SODWHDX���$IWHU�LQGHSHQGHQFH�QR�UHDO�PHDVXUHV�ZHUH
XQGHUWDNHQ� WR�UHGXFH�UHJLRQDO� LPEDODQFHV��DQG� WKH�03/$¶V�DGKHUHQFH� WR� WKH�0DU[LVW�
/HQLQLVW� GRFWULQH� RI� µGHPRFUDWLF� FHQWUDOLVP¶� LQKLELWHG� GHFHQWUDOL]HG� UHJLRQDO
GHYHORSPHQW��VHH�$GGLVRQ�������

7KH�JURZWK�RI�WKH�RLO�VHFWRU�FRQWULEXWHG�WR�WKH�H[FOXVLRQ�RI�JURXSV�DOUHDG\�DIIHFWHG�E\
WKHVH�LPEDODQFHV��81,7$�KDV��WR�D�ODUJH�H[WHQW��FRPH�WR�UHSUHVHQW�WKH�LQWHUHVWV�RI�WKHVH
JURXSV���� +RZHYHU�� GHVSLWH� WKH� FRQIOLFW¶V� HWKQLF�UHJLRQDO� GLPHQVLRQ�� $QJROD� LV� QRW
5ZDQGD��YLROHQFH�EHWZHHQ�FRPPXQLWLHV�LQ�/XDQGD�KDV�EHHQ�FRPSDUDWLYHO\�OLPLWHG��LQ
SDUW�UHIOHFWLQJ�WKH�LPSDFW�RI�IRUFHG�XUEDQL]DWLRQ�LQ�GLPLQLVKLQJ�HWKQLF�GLIIHUHQFHV���7KLV
RIIHUV�VRPH�KRSH�IRU� WKH�IXWXUH��%XW�� LI� WKH� LVVXH�RI� ULVLQJ� LQHTXDOLW\� LV�QRW�DGGUHVVHG�
WKHQ� $QJROD� FRXOG� IDFH� D� IXWXUH� WKDW� LV� XQVWDEOH� DQG� YLROHQW�� HYHQ� DIWHU� WKH� SUHVHQW
FRQIOLFW�LV�UHVROYHG�

,Q� VXPPDU\�� WKH� OLVW� RI� LOOQHVVHV� DIIOLFWLQJ� $QJRODQ� VRFLHW\� LV� D� ORQJ� RQH�� SROLWLFDO
LQVWDELOLW\�� FLYLO� ZDU�� PDFURHFRQRPLF� PLVPDQDJHPHQW�� DQG� WKH� GHVSHUDWLRQ� ERUQ� RI
SRYHUW\��$�SURIRXQG�VHQVH�RI�XQFHUWDLQW\�DIIOLFWV�DOO�OHYHOV�RI�VRFLHW\²WKH�JRYHUQPHQW
�DQG�LWV�RSSRQHQWV���HQWUHSUHQHXUV�DQG� UXUDO�DQG�XUEDQ�FRPPXQLWLHV��2UGLQDU\�FLWL]HQV
DUH� GHHSO\� VFHSWLFDO� RI� WKH� FRXQWU\¶V� SROLWLFDO�� HFRQRPLF�� DQG� VRFLDO� LQVWLWXWLRQV�� DQG
UHJDUG�KLJK�LQHTXDOLW\�DV�D�VLJQ�WKDW�HFRQRPLF�SROLF\�LV�ODUJHO\�UXQ�IRU�WKH�EHQHILW�RI�WKH
ZHDOWK\��8QFHUWDLQW\�XQGHUPLQHV�JRYHUQPHQW�LQVWLWXWLRQV��DV�LV�HYLGHQW�LQ�ERWK�KLJK�DQG
ORZ�OHYHO�FRUUXSWLRQ���GLVFRXUDJHV�ORQJ�WHUP�LQYHVWPHQW�E\�HQWUHSUHQHXUV��ZKR�IRFXV�RQ
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�� 7KH�LQWHUDFWLRQ�RI�UHJLRQDO�LPEDODQFH�DQG�WKH�ULJLGLW\�RI�SRVW�LQGHSHQGHQFH�VWDWH�VRFLDOLVP��WRJHWKHU
ZLWK� WKH� FRQWHVW� IRU� RLO� ZHDOWK�� DUH� DOVR� IDFWRUV� LQ� WKH� FRQIOLFW� LQ� QHLJKERXULQJ� &RQJR�%UD]]DYLOOH�
1DWXUDO�UHVRXUFH�ULFK�FRXQWULHV�KDYH�D�KLJK�SURSHQVLW\�WR�FRQIOLFW��VHH�GH�6R\VD�������LQ�SDUW�EHFDXVH
RI�WKH�VFDOH�RI�WKH�µERRW\¶�DYDLODEOH�WR�WKH�ZLQQHU��$GGLVRQ�HW�DO��������
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VSHFXODWLYH� UHWDLO� WUDGH� UDWKHU� WKDQ� SURGXFWLRQ��� DQG� KLQGHUV� FRPPXQLW\� GHYHORSPHQW
�$GGLVRQ� ����D� DQG� &ROOLHU� ������� 7KHUHIRUH� ERWK� XQFHUWDLQW\�� DQG� KLJK� DQG� ULVLQJ
LQHTXDOLW\��FUHDWH� ORZ� OHYHOV�RI� WUXVW� LQ� VRFLDO� LQVWLWXWLRQV��7KH� UHVXOWLQJ� ORVV�RI� VRFLDO
FDSLWDO� XQGHUPLQHV� ERWK� HFRQRPLF� SHUIRUPDQFH� DQG� WKH� HIIHFWLYHQHVV� RI� QDWLRQDO�
VHFWRUDO��DQG�FRPPXQLW\�OHYHO�LQWHUYHQWLRQV�LQ�SRYHUW\�UHGXFWLRQ��5HVWRULQJ�FRQILGHQFH
LQ� VRFLDO� LQVWLWXWLRQV� ZLOO� WDNH� FRQVLGHUDEOH� WLPH�� %XW� VRPH� ZDU�WRUQ� VRFLHWLHV²
0R]DPELTXH�LQ�SDUWLFXODU²KDYH�VKRZQ�WKDW�LW�LV�DW�OHDVW�SRVVLEOH�WR�PDNH�D�VWDUW�
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5HIHUHQFHV

$EUDKDPVVRQ� +�� DQG� $�� 1LOVVRQ� �������� µ$QJROD²(Q� %|UMDQ� WLOO� .RQIOLNWDQDO\V¶�
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