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� ,QWURGXFWLRQ�

$�FULWLFDO�WDVN�LV�WR�FRQVWUXFW�D�GHYHORSPHQW�VWDWH²D�VHW�RI�GHPRFUDWLFDOO\�DFFRXQWDEOH
LQVWLWXWLRQV� FDSDEOH� RI� HIIHFWLYH� SROLF\� GHVLJQ� DQG� LPSOHPHQWDWLRQ� �$GGLVRQ� ����E��
7KH� QHZ� VWDWH� DJHQGD� LV� FRPSDUHG� WR� WKH� ROG� DJHQGD� LQ� %R[� ��� 7KH� QHZ� DJHQGD� LV
DPELWLRXV�DQG�UHVRXUFH�LQWHQVLYH��,W�FDQQRW�WKHUHIRUH�EH�DFKLHYHG�XQOHVV�WKH�ILVFDO�FULVLV
RI� WKH� $IULFDQ� VWDWH� LV� UHVROYHG�� HVSHFLDOO\� ORZ� DQG� GLVWRUWHG� VSHQGLQJ� RQ� SUR�SRRU
VHUYLFHV��ZHDN� EXGJHWDU\� LQVWLWXWLRQV�� GLVWRUWLRQV� LQ� FLYLO�VHUYLFH� H[SHQGLWXUH�� DQG� WKH
ZHDNQHVV�RI� FXVWRPV�DQG� WD[DWLRQ� LQVWLWXWLRQV� LQ� UDLVLQJ�PXFK�QHHGHG� UHYHQXH��7KHVH
SUREOHPV� DUH� FRPPRQ� DFURVV� 66$� EXW� WKH\� DUH� VHYHUH� LQ� WKH� FRQIOLFW�SRVW�FRQIOLFW
FRXQWU\�JURXS��5HIRUP�LV�WKHUHIRUH�XUJHQW��DQG�WKLV�LVVXH�LOOXVWUDWHV�KRZ�UHIRUP²LI�LW�LV
ZHOO� GHVLJQHG²FDQ� VXSSRUW� UHFRQVWUXFWLRQ� �$GGLVRQ� ����D� DQG� ����E���$QG� UHGXFHG
PLOLWDU\�VSHQGLQJ��PRUH�JUDQW�DLG��DQG�PRUH�GHEW�UHOLHI�DOO�UHOHDVH�RU�DGG�UHVRXUFHV�IRU
FRUH�VSHQGLQJ��6R�LQWHUQDWLRQDO�DFWLRQ�PXVW�FRPSOHPHQW�QDWLRQDO�ILVFDO�UHIRUP�

:H�EHJLQ�E\�GLVFXVVLQJ�WKH�ILVFDO�FULVLV�DQG�LWV�FKDUDFWHULVWLFV��VHFWLRQ�����DQG�WKHQ�WXUQ
WR�WKH�VL]H�RI�WKH�ILVFDO�SHDFH�GLYLGHQG�WKDW�FDQ�EH�H[SHFWHG��VHFWLRQ�����DQG�WKH�VHWWLQJ
RI� H[SHQGLWXUH� SULRULWLHV� DQG� WKH� UHIRUP� RI� EXGJHWDU\� LQVWLWXWLRQV� �VHFWLRQ� ���� :H
HPSKDVL]H� WKH� QHHG� WR� UHGXFH� WKH� ILVFDO� EXUGHQ� RI� GHEW�VHUYLFLQJ� DQG� VKRZ� KRZ
UHGXFWLRQV� LQ� GHEW�VHUYLFH� FRXOG� ERRVW� VSHQGLQJ� RQ� KHDOWK� DQG� RWKHU� EDVLF� QHHGV
�VHFWLRQ����� +RZHYHU�� LPSURYHPHQWV� LQ� WKH� VHFWRUDO� DOORFDWLRQ� RI� VSHQGLQJ� FDQQRW� EH
DFKLHYHG�LI�WKH�WDUJHW�IRU�WKH�ILVFDO�GHILFLW�LV�XQGXO\�UHVWULFWLYH��:H�WKHUHIRUH�DGGUHVV�WKH
TXHVWLRQ� RI� ZKHWKHU� ,0)� ILVFDO� FRQGLWLRQDOLW\� LV� WRR� WLJKW� LQ� FRXQWULHV� WKDW� DUH
UHFRQVWUXFWLQJ�� DQ� LVVXH� WKDW� LV� UHODWHG� WR� VL]H� RI� WKH� EXGJHW� VXSSRUW� SURYLGHG� E\� DLG
LQIORZV� �VHFWLRQ� ���� 7KH� SDSHU� FRQFOXGHV� E\� HPSKDVL]LQJ� WKH� LPSRUWDQFH� RI� D
GHYHORSPHQW�VWDWH�WR�DFKLHYLQJ�UHFRQVWUXFWLRQ��WKH�QHHG�IRU�PDFUR�SROLF\�GHVLJQ�WR�IXOO\
LQFRUSRUDWH� GHYHORSPHQW� REMHFWLYHV�� DQG� WKH� LPSRUWDQFH� RI� SHDFH� WR� LPSURYLQJ
HFRQRPLF�PDQDJHPHQW�

� 7KH�ILVFDO�FULVLV

7KHUH�DUH�IRXU�PDMRU�GLPHQVLRQV�WR�WKH�ILVFDO�FULVLV�LQ�66$��)LUVW��WKH�OHYHO�DQG�VKDUHV�RI
SXEOLF�VSHQGLQJ�RQ�EDVLF�SUR�SRRU�VHUYLFHV��SULPDU\�HGXFDWLRQ��SULPDU\�KHDOWK�FDUH��DQG
LQIUDVWUXFWXUH�IRU�VDQLWDWLRQ�DQG�VDIH�ZDWHU��DUH�WRR�ORZ��$QJROD¶V�JRYHUQPHQW�VSHQGV�D
QHJOLJLEOH�86�������SHU�FDSLWD�RQ�SULPDU\�KHDOWK�FDUH�GHVSLWH�86������ELOOLRQ�SHU�DQQXP
LQ�RLO�UHYHQXHV��$GDXWD�HW�DO��������:RUOG�%DQN�����������0RUHRYHU��VSHQGLQJ�LV�XUEDQ�
ELDVHG�� WKHUHE\� QHJOHFWLQJ� WKH� SRRUHVW� UXUDO� DUHDV� LQ� SDUWLFXODU�� 7KHVH� GLVWRUWLRQV� DUH
SUHYDOHQW�LQ�66$��EXW�WKH\�DUH�DFFHQWXDWHG�E\�ZDUV�WKDW�GLVSURSRUWLRQDWHO\�GHVWUR\�UXUDO
VHUYLFHV�� PDQ\� $QJRODQV� GHSHQG� HQWLUHO\� RQ� KXPDQLWDULDQ� PHGLFDO� DVVLVWDQFH²ZKHQ
WKH\�FDQ�ILQG�LW��&RPSDULQJ�(ULWUHD�DQG�(WKLRSLD�ZLWK�D�SRRU�QRQ�FRQIOLFW�FRXQWU\�VXFK
DV�7DQ]DQLD� LV� LQVWUXFWLYH��3XEOLF�KHDOWK�VSHQGLQJ� LV� VXEVWDQWLDOO\� ORZHU� LQ�(ULWUHD�DQG
(WKLRSLD�DV�D�SHUFHQWDJH�RI�*'3������DQG�����SHU� FHQW� UHVSHFWLYHO\�� WKDQ� LQ�7DQ]DQLD
�����SHU�FHQW��DQG�DV�D�VKDUH�RI�WRWDO�JRYHUQPHQW�VSHQGLQJ������SHU�FHQW�IRU�(ULWUHD�����
SHU�FHQW�IRU�(WKLRSLD��DQG�����SHU�FHQW�IRU�7DQ]DQLD��6KDZ��������&XUDWLYH�KHDOWK�FDUH
�DQ� XUEDQ�EDVHG� VHUYLFH�� DFFRXQWV� IRU� ��� DQG� ��� SHU� FHQW� RI� WRWDO� KHDOWK� VSHQGLQJ� LQ
(ULWUHD� DQG� (WKLRSLD�� FRPSDUHG� ZLWK� ��� SHU� FHQW� LQ� 7DQ]DQLD�� &RUUHVSRQGLQJO\�� WKH
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� 5HVHDUFK�DVVLVWDQFH�E\�5REHUW�2VHL�LV�JUDWHIXOO\�DFNQRZOHGJHG�
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Box 1 State Institutions: Old and New Agendas

Old Agenda

Public administration
�� over-centralized public administration,

neglecting local needs
�� large civil service with unsustainable fiscal

costs, favouritism in hiring (sometimes
involving ethnic discrimination)

�� underpaid and demotivated state employees:
narrow salary range, real wage decline

�� over-complex bureaucratic rules and
regulations linked to corruption

Budgeting and planning
�� weak budgetary and planning process;

budget overruns, capital spending not
matched by recurrent spending and therefore
poor service and infrastructure quality

�� non-transparent budgeting and planning,
weak financial control, expenditures and
revenues off-budget, debts incurred outside
normal Treasury procedures

Tax and customs authorities
�� weak and corrupted tax and customs

authorities, resulting in limited revenue
mobilization and impediments to private-
sector and community development

State owned enterprises
�� loss-making SOEs in production, commerce

and utilities

�� inefficient state financial system, insufficient
savings mobilization

Central bank
�� weak voice in macro-policy decisions relative

to government and political leadership
�� politicized financial regulation

Government statistical service
�� weak capacity to collect social and economic

data, culture of data secrecy

�� data collection disconnected from policy
formulation

New Agenda

�� decentralized public administration to match
political decentralization

�� smaller scale and professional civil service,
elimination of ‘ghost workers’

�� public wages commensurate with private
sector; real wages increased

�� straightforward and clearly understandable
system fairly applied with over-sight by the
legislature

�� tight budgetary and planning process to
co-ordinate sector plans/budgets to overall
development strategy, and focus public
money on core expenditures

�� greater transparency: accountability to new
legislatures, all expenditures and revenues
brought within the budgetary framework,
strict debt reporting procedures

�� modernization of tax records and
administration, consolidation of tax legislation
to reduce complexity and raise revenue

�� customs service put out to private tender for
reform; restructured with increased wages
and oversight to reduce corruption and
improve efficiency

�� privatization, commercialization, foreign and
domestic purchase of equity, construction of
regulatory system for privatized SOE utilities

�� privatization or commercial banks permitted
to operate alongside restructured state banks

�� increased autonomy from government

�� strong powers to regulate and supervise the
financial system in the public interest

�� investment to ensure regular data collection
for policy making, increased subcontracting
of data collection to non-government
researchers, data made public

�� data collection informs policy reform and
public-expenditure priorities
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VKDUHV�RI�FRPPXQLW\�VHUYLFHV²ZKLFK�DUH�PRUH�OLNHO\�WR�UHDFK�UXUDO�FRPPXQLWLHV²DUH
RQO\���DQG���SHU�FHQW�LQ�(ULWUHD�DQG�(WKLRSLD�����SHU�FHQW�LQ�7DQ]DQLD���DQG�SUHYHQWLYH
VHUYLFHV�DUH����DQG����SHU�FHQW�����SHU�FHQW�LQ�7DQ]DQLD���7DQ]DQLD�LWVHOI�QHHGV�WR�UDLVH
DQG�UHDOORFDWH�KHDOWK�VSHQGLQJ��VR�WKLV�LQGLFDWHV�WKH�VFDOH�RI�WKH�WDVN�IDFLQJ�(ULWUHD�DQG
(WKLRSLD�

7KH� VHFRQG� GLPHQVLRQ� RI� WKH� ILVFDO� FULVLV� LV� WKH� ZHDNQHVV� RI� EXGJHWDU\� LQVWLWXWLRQV�
3ODQQLQJ�V\VWHPV�RIWHQ�FRQFHQWUDWH�RQ�SURGXFLQJ�µZLVK� OLVWV¶� �L�H�� OLVWV�RI�SURMHFWV�DQG
SURJUDPPHV� WKDW� FDQQRW� SRVVLEO\� EH� LPSOHPHQWHG� JLYHQ� WKH� DYDLODEOH� RU� H[SHFWHG
UHVRXUFHV�� UDWKHU� WKDQ� RQ� VHWWLQJ� SULRULWLHV�� DQG� PDNLQJ� WKH� KDUG� FKRLFHV� WKDW� WKLV
UHTXLUHV�� $QDO\VLV� WR� KHOS� PDNH� EHWWHU²SUR�SRRU�� SUR�JURZWK²FKRLFHV� UHPDLQV
XQGHUXVHG��DOWKRXJK�0R]DPELTXH�KDV�PDGH�VLJQLILFDQW�SURJUHVV��VHH�$GGLVRQ�DQG�*LQMD
�������6XFK�DQDO\VLV�PXVW�LQFOXGH�EHQHILW�LQFLGHQFH�VWXGLHV��WR�LGHQWLI\�WKH�GLVWULEXWLRQ
RI�SXEOLF�VSHQGLQJ�DFURVV�LQFRPH�JURXSV��DV�ZHOO�DV�SDUWLFLSDWRU\�SRYHUW\�DVVHVVPHQWV
LQ�ZKLFK�FRPPXQLWLHV�DVVHVV�WKH�TXDOLW\�RI�VHUYLFHV�WKH\�GR�UHFHLYH��LI�DQ\��DQG�LGHQWLI\
SULRULWLHV�IRU�QHZ�VSHQGLQJ��1RUWRQ�������YDQ�GH�:DOOH�������

%XGJHWV�DUH�RIWHQ�GUDZQ�XS�RQ� WKH�EDVLV�RI�KLVWRULFDO�SDWWHUQV��DQG�GR�QRW� UHIOHFW�QHZ
SULRULWLHV²HVSHFLDOO\� LQ� SRYHUW\� UHGXFWLRQ�� 0RUHRYHU�� DFWXDO� VSHQGLQJ� SDWWHUQV� PD\
EHDU�OLWWOH�UHODWLRQ�WR�EXGJHWHG�DOORFDWLRQV�GXH�WR�ORRVH�H[SHQGLWXUH�FRQWURO��7KH�SUDFWLVH
RI� µVXSSOHPHQWDU\¶� EXGJHWV� IDYRXUV� SROLWLFDOO\� SRZHUIXO� GHSDUWPHQWV� VXFK� DV� GHIHQFH
DQG� WKH� SUHVLGHQF\� RYHU� WKH� VRFLDO� VHFWRUV� LQ� PDQ\� FRXQWULHV� �+HDOH\� HW� DO�� ������
&DSLWDO� LQYHVWPHQWV� DUH�PDGH�ZLWKRXW� EXGJHWLQJ� VXIILFLHQW� UHFXUUHQW� IXQGV� OHDGLQJ� WR
VFKRROV�ZLWKRXW�ERRNV��FOLQLFV�ZLWKRXW�EDVLF�GUXJV��DQG�URDGV�ZLWKRXW�PDLQWHQDQFH��7KLV
SUREOHP� LV� H[DFHUEDWHG� ZKHQ� GRQRUV� ILQDQFH� FDSLWDO� LQYHVWPHQW� ZLWKRXW� GXH
FRQVLGHUDWLRQ� WR� WKHLU� UHFXUUHQW� EXGJHW� LPSOLFDWLRQV� �VHH� IRU� H[DPSOH�:X\WV� ����� RQ
0R]DPELTXH�� DQG� E\� LQVWDELOLW\� LQ� UHYHQXHV²FDXVHG� E\� IOXFWXDWLRQV� LQ� WKH� SULFHV� RI
FRPPRGLW\�H[SRUWV²ZKLFK� JHQHUDWHV� H[SHQGLWXUH� LQVWDELOLW\��� 7KHVH� SUREOHPV� DUH
FRPPRQ� WR� ORZ�LQFRPH� FRXQWULHV�� EXW� WKH\� DUH� SDUWLFXODUO\� SUHYDOHQW� LQ� FRQIOLFW� DQG
SRVW�FRQIOLFW�HFRQRPLHV�

'LVWRUWLRQV�LQ�H[SHQGLWXUH�RQ�WKH�FLYLO�VHUYLFH�DUH�WKH�WKLUG�GLPHQVLRQ�RI�WKH�ILVFDO�FULVLV�
/RZ�SD\�SUHYHQWV�VWDWHV�IURP�DWWUDFWLQJ�DQG�UHWDLQLQJ�PXFK�QHHGHG�VNLOOV��RQH�FDXVH�RI
ZHDN�EXGJHWLQJ� DQG�SODQQLQJ� VWUXFWXUHV��� UHGXFHV�PRUDOH�� DQG� HQFRXUDJHV� FRUUXSWLRQ�
WKH� DYHUDJH� VWDWH� ZDJH� LQ� *XLQHD�%LVVDX� LV� OHVV� WKDQ� KDOI� WKDW� RI� D� KRWHO� ZDLWHU�
5HWUHQFKPHQW�SURYLGHV�VRPH�VDYLQJV��(ULWUHD�UHGXFHG�LWV�SXEOLF�ZRUNIRUFH�E\�RQH�WKLUG
VKRUWO\�DIWHU�LQGHSHQGHQFH��RQH�RI�$IULFD¶V�ODUJHVW�UHWUHQFKPHQWV��DQG�GRXEOHG�WKH�SD\
RI� WKH� UHPDLQLQJ� HPSOR\HHV� �,0)� ������� %XW� WKH� VDYLQJV� IURP� UHIRUP� DUH� RIWHQ
GLVDSSRLQWLQJ� VLQFH� UDLVLQJ� FLYLO� VHUYLFH� ZDJHV� WR� PDUNHW� OHYHOV� LV� H[SHQVLYH�� WKH
SURIHVVLRQDO�ODERXU�PDUNHW�LQ�SRVW�FRQIOLFW�FRXQWULHV�LV�WKLQ��DQG�WKH�VWDWH�PXVW�FRPSHWH
ZLWK�DLG�GRQRUV��1*2V�� DQG� D� UHYLWDOL]HG�SULYDWH� VHFWRU� IRU� VFDUFH� VNLOOV� �D� FRQVWUDLQW
WKDW�LV�SDUWLFXODUO\�HYLGHQW�LQ�0R]DPELTXH��

7KH� UHWUHQFKPHQW� WKDW� LQHYLWDEO\� DFFRPSDQLHV� FLYLO� VHUYLFH� UHIRUP� LV� SROLWLFDOO\
VHQVLWLYH�� ,I� FRQGXFWHG�RQ� D� ODUJH�VFDOH� DQG� UDSLGO\� LW� FDQ� KDYH�PDMRU� VRFLDO� FRVWV� E\
GHSUHVVLQJ� WKH�XUEDQ� ODERXU�PDUNHW��7KLV� LV� WUXH� LQ� DOO� FRXQWULHV��+RZHYHU�� WKH�SROLF\
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� 5HYHQXH� LQVWDELOLW\� LQ� 66$� LV� QHDUO\� WKUHH� WLPHV� KLJKHU� WKDQ� LQ�GHYHORSHG�HFRQRPLHV�� DQG� WZLFH� DV
KLJK�DV�LQ�GHYHORSLQJ�$VLD²WKH�UHVXOW�RI�H[WHUQDO� VKRFNV�VXFK�DV�FKDQJHV� LQ�FRPPRGLW\�SULFHV� WKDW
FDXVH�IOXFWXDWLRQV�LQ�WKH�HFRQRP\�DQG�LWV�UHYHQXH�EDVH��%OHDQH\�HW�DO�������������
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GLOHPPD�LV�DFXWH�LQ�FRQIOLFW�SRVW�FRQIOLFW�FRXQWULHV�VLQFH�LPSURYLQJ�VWDWH�FDSDFLW\�LV�DQ
HVSHFLDOO\�XUJHQW�SULRULW\²OHDGLQJ�WR�SUHVVXUH�IRU�UDSLG�FKDQJH�DQG�UHWUHQFKPHQW��DV�LQ
(ULWUHD�²EXW� WKH� VRFLDO� FRVWV� RI� UHWUHQFKPHQW� FDQ� EH� XQGXO\� ODUJH�� 7KLV� LV� EHFDXVH
SXEOLF� HPSOR\PHQW� DFFRXQWV� IRU� GLVSURSRUWLRQDWHO\� ODUJH� VKDUHV� RI� IRUPDO� SULYDWH
HPSOR\PHQW�ZKHQ� WKH�SULYDWH� VHFWRU� KDV� FRQWUDFWHG�GXULQJ�ZDU� �LQ�$QJROD� WKH� SXEOLF
VHFWRU� FRQVWLWXWHV� ��� SHU� FHQW� RI� IRUPDO� HPSOR\PHQW��� 0RUHRYHU�� MREV� EHFRPH� HYHQ
VFDUFHU� DV� GHPRELOL]DWLRQ� LQFUHDVHV� WKH� VXSSO\� RI� MRE�VHHNHUV�� (WKLRSLD¶V� GHPRELOL]HG
VROGLHUV�IDFHG�D�GHSUHVVHG�XUEDQ�MRE�PDUNHW�LQ����������WKH�UHVXOW�RI�WKH�ILVFDO� UHIRUP
DQG�DQ�DVVRFLDWHG�UHGXFWLRQ� LQ�SXEOLF�HPSOR\PHQW��'DQLHO�$\DOHZ�HW�DO���������/DUJH
DQG�VXGGHQ�SXEOLF�VHFWRU�UHWUHQFKPHQWV�PD\�UHGXFH�VRFLDO�SHDFH�E\�PDNLQJ�LW�KDUGHU�IRU
H[�VROGLHUV�WR�UHLQWHJUDWH��7KHUHIRUH�DFKLHYLQJ�D�IDVW�UHFRYHU\�LQ�FRPPXQLW\�OLYHOLKRRGV
DQG� SULYDWH�VHFWRU� HPSOR\PHQW²WR� DYRLG� D� GHVWDELOL]LQJ� VSLNH� LQ� XQHPSOR\PHQW²LV
HVSHFLDOO\�LPSRUWDQW�LQ�WKH�HDUO\�\HDUV�RI�SHDFH��$QG�PRUH�FRQFHVVLRQDO�DLG�WR�ILQDQFH
FLYLO�VHUYLFH�UHIRUP�FDQ�HDVH�WKH�SROLWLFDO�GLOHPPDV�RI�SRVW�ZDU�JRYHUQPHQWV��$GGLVRQ
������

7KH�XQGHUGHYHORSPHQW�RI�UHYHQXH�UDLVLQJ� LQVWLWXWLRQV�FRQVWLWXWHV� WKH� IRXUWK�GLPHQVLRQ
RI�WKH�ILVFDO�FULVLV��0RELOL]LQJ�PRUH�SXEOLF�UHYHQXH�IURP�JHQHUDO�WD[DWLRQ�LV�FUXFLDO�IRU
H[WHQGLQJ�EDVLF�VHUYLFH�SURYLVLRQ��&RVW�UHFRYHU\�FDQ�ILQDQFH�VRPH�SURYLVLRQ��PDLQO\�RI
KLJKHU�OHYHO� VHUYLFHV� WKDW� GLVSURSRUWLRQDWHO\� EHQHILW� QRQ�SRRU� JURXSV�� %XW� WKHUH� LV
OLPLWHG� VFRSH� IRU� ODUJH�VFDOH� FRVW�UHFRYHU\� LQ� WKH� VRFLDO� VHFWRUV�� JLYHQ� WKH� QHHG� WR
SURWHFW�WKH�DFFHVV�RI�WKH�SRRU�DQG�WKH�YLFWLPV�RI�ZDU�ZKR�RIWHQ�QHHG�ORQJ�WHUP�FDUH�DQG
UHKDELOLWDWLRQ��0ZDEX�HW�DO���������+HQFH��WKH�QHHG�IRU�DQ�LQFUHDVHG�WD[�HIIRUW�

5DLVLQJ�SXEOLF�UHYHQXHV�UHTXLUHV�QHZ�LQVWLWXWLRQDO�LQQRYDWLRQV��66$¶V�FXVWRPV�DQG�WD[
LQVWLWXWLRQV�DUH�XQGHUIXQGHG��DQG�IUHTXHQWO\�FRUUXSW��5HIRUPLQJ�WKH�FXVWRPV�VHUYLFH�LV�D
SULRULW\� VLQFH� WUDGH� WD[HV� DFFRXQW� IRU� ODUJH� VKDUHV� RI� UHYHQXH� LQ� 66$�� HVSHFLDOO\� LQ
FRQIOLFW� FRXQWULHV� ZKHUH� LQWHUQDO� WUDGH� DQG� VDOHV� WD[HV� XVXDOO\� FRQWUDFW� E\�PRUH� WKDQ
H[WHUQDO� WUDGH� DQG� WDULII� UHYHQXHV�� ,QHIILFLHQF\� DQG� FRUUXSWLRQ� LQ� WKH� FXVWRPV� VHUYLFH
DOVR� LPSHGHV� UHFRQVWUXFWLRQ�� ZKLFK� LV� YHU\� LPSRUW�GHSHQGHQW� LQ� LWV� ILUVW� \HDUV�
0R]DPELTXH� KDV� XQGHUWDNHQ� PDMRU� LQVWLWXWLRQDO� LQQRYDWLRQ� LQ� WKLV� DUHD�� 7KH� 8.¶V
&URZQ� $JHQWV� ZRQ� WKH� ILUVW� WKUHH�\HDU� FRQWUDFW� �VWDUWLQJ� LQ� ����� DQG� VXEVHTXHQWO\
H[WHQGHG��WR�UHRUJDQL]H�WKH�FXVWRPV�VHUYLFH��FXW�GHOD\V�LQ�FXVWRPV�FOHDUDQFH��DQG�PHHW
KLJKHU� UHYHQXH� WDUJHWV�� &XVWRPV� UHYHQXH� URVH� WR�86�� ����PLOOLRQ� LQ� ������ EDVHG� RQ
LPSRUWV�ZLWK�D�YDOXH�RI�86������PLOOLRQ��GHVSLWH�D�UHGXFWLRQ�LQ�WKH�DYHUDJH�WDULII� UDWH
XQGHU�WKH�WUDGH�OLEHUDOL]DWLRQ�SURJUDPPH��&URZQ�$JHQWV��������&XVWRPV�UHYHQXH�ZDV
GHFOLQLQJ�SULRU�WR�WKH�UHIRUP��UHDFKLQJ�D�ORZ�RI�86�����PLOOLRQ�LQ������

6XFK�VWDWH�SULYDWH�VHFWRU�SDUWQHUVKLSV�DUH�D�XVHIXO�ZD\�IRUZDUG��DQG�LGHDOO\�WKH\�VKRXOG
EH�LPSOHPHQWHG�HDUO\�LQ�WKH�SURFHVV�RI�SRVW�FRQIOLFW�UHFRYHU\�ZKHQ�WKH�QHHG�IRU�SXEOLF
UHYHQXH�LV�JUHDWHVW��%XW�WR�EH�WUXO\�HIIHFWLYH�WKH\�PXVW�EH�DFFRPSDQLHG�E\�DQ�RYHUKDXO
RI� WKH� UHOHYDQW� OHJLVODWLRQ�� DQG�PXVW� WDNH�SODFH� LQ� WKH� FRQWH[W� RI� GHPRFUDWL]DWLRQ� WKDW
SURYLGHV� IRU� OHJLVODWLYH�RYHUVLJKW�RI� WKH�FRQGXFW�RI� WKH� VWDWH�SULYDWH�VHFWRU�SDUWQHUVKLS
�KHQFH�&URZQ�$JHQWV� RSHUDWHV�ZLWKLQ� D� VWULFW� DQG� WUDQVSDUHQW� UHSRUWLQJ� IUDPHZRUN� LQ
0R]DPELTXH��� 3URSRQHQWV� RI� WKH� µPLQLPDO� VWDWH¶� JHQHUDOL]H� IURP� VXFK� H[DPSOHV� WR
FRQFOXGH�WKDW�D�UDGLFDO�UHGXFWLRQ�LQ�WKH�VL]H�DQG�FRVW�RI�WKH�VWDWH� LV� IHDVLEOH��%XW�PRVW
LQVWLWXWLRQDO� UHIRUPV� DUH� H[SHQVLYH�� 2YHUKDXOLQJ� EXGJHWDU\� LQVWLWXWLRQV� DQG� SODQQLQJ
V\VWHPV�� UHJLRQDO� GHFHQWUDOL]DWLRQ�� DQG� GHOLYHULQJ� EDVLF� VRFLDO� VHUYLFHV²WR� QDPH� MXVW
WKUHH� FULWLFDO� WDVNV²DUH� UHVRXUFH� DQG� VNLOO� LQWHQVLYH�� 7KHUHIRUH� WKH� QHZ� GHYHORSPHQW
VWDWH�ZLOO�HYHQWXDOO\�ORRN�YHU\�GLIIHUHQW�WR�WKH�ROG�VWDWH��EXW�LW�LV�XQOLNHO\�WR�DEVRUE�IHZHU
UHVRXUFHV��DQG�PD\�ZHOO�UHTXLUH�PRUH�
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� 7KH�ILVFDO�LPSDFW�RI�PLOLWDU\�VSHQGLQJ�DQG�WKH�SHDFH�GLYLGHQG

3RVW�ZDU�JRYHUQPHQWV�KRSH�IRU�D�ODUJH�ILVFDO�SHDFH�GLYLGHQG��%XW�WKLV�LV�RIWHQ�OLPLWHG�LQ
WKH�HDUO\�\HDUV�RI�SHDFH��0RKDPPHG�DQG�7KLVHQ��������%DGO\�SDLG�DUPLHV�W\SLFDOO\�OLYH
RII�WKH�ODQG�GXULQJ�ZDUV��DQG�FLYLOLDQV�EHDU�PXFK�RI�WKH�FRVW��D�µWD[¶�WKDW�LV�DOVR�KLJKO\
UHJUHVVLYH�� 7KH� SRVW�ZDU� VWDWH� PXVW� WDNH� RYHU� WKHVH� FRVWV�� RWKHUZLVH� WKH\� KLQGHU
FRPPXQLW\� UHFRQVWUXFWLRQ�� %XW� GHPRELOL]DWLRQ� DQG� WKH� FUHDWLRQ� RI� D� VPDOOHU� DQG
SURIHVVLRQDO�PLOLWDU\��RIWHQ�E\�PHUJLQJ�WKH�IRUFHV�RI�IRUPHU�EHOOLJHUHQWV��DUH�H[SHQVLYH
DQG�WKH\�OLPLW� WKH�VL]H�RI�WKH�ILVFDO�SHDFH�GLYLGHQG�LQ�WKH� LPPHGLDWH�SRVW�ZDU�\HDUV²
XQOHVV�H[WHUQDO�DLG�LV�IRUWKFRPLQJ��%HYDQ��������)LJXUH���VKRZV�PLOLWDU\�VSHQGLQJ�RYHU
WKH�����V�LQ�RXU�FDVH�VWXG\�FRXQWULHV��

7KH� (ULWUHDQ� JRYHUQPHQW�� IRU� H[DPSOH�� LQFXUUHG� ODUJH� RQH�RII� H[WUDRUGLQDU\
H[SHQGLWXUHV� RQ�GHPRELOL]DWLRQ�� UHLQWHJUDWLRQ�� DQG� SD\PHQWV� WR� IDPLOLHV�ZKR� VXIIHUHG
FDVXDOWLHV� LQ� WKH�ZDU� IRU� LQGHSHQGHQFH��7KHVH� H[SHQGLWXUHV� SHDNHG� DW� ���� SHU� FHQW� RI
*'3� LQ� ������ DQG�SD\PHQWV� WR� EHUHDYHG� IDPLOLHV� DORQH� DFFRXQWHG� IRU� ��� SHU� FHQW� RI
WRWDO� UHFXUUHQW� H[SHQGLWXUHV�� (VWDEOLVKLQJ� D� QHZ� SHDFH�WLPH� GHIHQFH� IRUFH� ZDV� DOVR
H[SHQVLYH��WKH�VDODU\�FRVWV�RI�WKLV�DPRXQWHG�WR�����SHU�FHQW�RI�(ULWUHD¶V�*'3�LQ������
LQFOXGLQJ� LQFUHDVHG� SD\� IRU� WKH� DUPHG� IRUFHV�� DQG� EDFN� SD\� IRU� H[�FRPEDWDQWV� �,0)
��������²D�SROLWLFDOO\�VHQVLWLYH� LVVXH�VLQFH� IRUPHU� ILJKWHUV�GHPRQVWUDWHG�RYHU�GHOD\V�
$V� D� UHVXOW� RI� WKHVH� ZDU�WR�SHDFH� WUDQVLWLRQ� H[SHQGLWXUHV�� (ULWUHD¶V� PLOLWDU\� VSHQGLQJ
DYHUDJHG� ������ SHU� FHQW� RI� *'3� RYHU� �������� �)LJXUH� ���� 7DEOH� �� VKRZV� PLOLWDU\
VSHQGLQJ�IRU�D�VHOHFWLRQ�RI�FRXQWULHV�

Figure 1

Military spending for SSA case-study countries, as a percentage of GDP (1990-98)

�

�

��

��

��

��

��

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

�

$QJROD (ULWUHD (WKLRSLD� *XLQHD�%LVVDX 0R]DPELTXH

Source: SIPRI data reported in Sköns et al. (2000).
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Table 1
Total debt service, health expenditures, military expenditures, and health expenditures as a

percentage of military spending (averages for 1990-98)

Total Debt
Service

(US$ million)

Health
(US$ million)

Military
(US$ million)

Health as a %
of Military
Spending

Case-study
Countries
Angola 578.8 309.4 m 978.9 31.6

Eritrea 1.5m 7.5 m 100.0 m 7.5

Ethiopia
(1990–1996)
(1997)
(1998)

156.7 68.8
(59.9)
(87.7)

(111.9)

218.9
(219.6)
(204.2)
(229.0)

31.4
(27.3)

(43)
(48.9)

Guinea-Bissau 10.4 2.5 m 1.2 m 209.6

Mozambique
(1991 and 1992)
(1997)

111.3 84.8 m

(91.3)
(71.8)

164.3
(235.4)
(127.2)

51.6
(38.8)
(56.4)

Other Conflict /Post-
Conflict Countries
Burundi 36.3 12.3 41.4 29.8

Congo-Brazzaville 261.3 50.3 m ---- ----

DRC 83.5 73.3 m ---- ----

Rwanda 19.1 44.4 m 77.5 57.4

Sierra Leone 48.6 12.2 m 14.4 m 85.1

Uganda 146.7 93.3 m 89.2 104.5

SSA Countries for
Comparison
Benin 42.4 30.8 m 33.2 m 92.6

Equatorial Guinea 3.8 4.2 3.2 128.0

Ghana 409.7 95.2 43.3 219.9

Guinea 130.9 39.9 m 53.9 m 74.0

Madagascar 122.4 40.9 m 39.3 104.0

Tanzania 214.6 83.8 81.6 m 102.7

Zambia 578.7 68.2 m 73.8 92.4

Source: World Bank (2000a and 2000b) and SIPRI data reported in Sköns et al. (2000).

Notes:

m  signifies that some of the observations are missing.

A break down of the numbers for some of the countries is given in parenthesis.

World Bank (2000a) provides data on health expenditures expressed as percentages of GDP.
These data are converted into current US$ by multiplying them by the respective GDPs in
current US$. The same procedure was followed for military expenditures.

The total debt servicing data reported here is ex post.
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3RVLWLYH� ILVFDO� HIIHFWV� DUH� HYHQWXDOO\� IRUWKFRPLQJ� LI� SHDFH� KROGV�� ,Q�0R]DPELTXH�� WKH
VKDUH�RI�WKH�VRFLDO�VHFWRUV�LQ�WRWDO�FXUUHQW�H[SHQGLWXUHV�URVH�IURP������SHU�FHQW�WR�����
SHU�FHQW�EHWZHHQ������DQG�������KHOSHG�E\�D� UHGXFWLRQ� LQ�PLOLWDU\�VSHQGLQJ�DIWHU� WKH
HDUOLHU�H[SHQGLWXUH�RQ�FUHDWLQJ�D�QDWLRQDO�DUP\�RXW�RI�)UHOLPR�DQG�5HQDPR�IRUFHV��,0)�
,'$� ������ 6N|QV� HW� DO�� ������ ������ 7KH� JRYHUQPHQW¶V� FRPPLWPHQW� WR� UHGXFLQJ� WKH
PLOLWDU\� EXUGHQ� LV� LPSRUWDQW�� %XW� 0R]DPELTXH� KDV� DOVR� EHHQ� IRUWXQDWH� LQ� LWV
JHRJUDSKLFDO� SRVLWLRQ�� 6LQFH� WKH� GHPRFUDWLF� WUDQVLWLRQ� LQ� 6RXWK� $IULFD� LQ� WKH� HDUO\
����V��DQG�XQWLO�WKH�=LPEDEZH�FULVLV�RI�������0R]DPELTXH�KDV�QRW�ERUGHUHG�FRXQWULHV
LQ�PDMRU�FRQIOLFW��XQOLNH�8JDQGD�ZKHUH�PLOLWDU\�VSHQGLQJ�KDV�UHFHQWO\�LQFUHDVHG��

&ORVHU�H[DPLQDWLRQ�RI�(WKLRSLD�KLJKOLJKWV�WKH�FRQVHTXHQFHV�RI�IDLOLQJ�WR�VXVWDLQ�SHDFH�
7KH� 'HUJ� VSHQW� ���� GROODUV� RQ� WKH� PLOLWDU\� IRU� HYHU\� GROODU� RI� PLOLWDU\� VSHQGLQJ
HOVHZKHUH� LQ� ORZ�LQFRPH� $IULFD�� DQG� PLOLWDU\� VSHQGLQJ� DQG� VRFLDO� VSHQGLQJ� DUH
LQYHUVHO\� UHODWHG� IRU� WKH�'HUJ� SHULRG� �+DLOH� .HEUHW� 7D\H� ������ DQG�0RKDPPHG� DQG
6XOHLPDQ� ������� (GXFDWLRQ� DQG� KHDOWK� EXGJHWV� FRXOG� KDYH� GRXEOHG� RYHU� �������� LI
PLOLWDU\� VSHQGLQJ� KDG� UHPDLQHG� DW� LWV� ����� OHYHO� �+DLOH�.HEUHW� 7D\H� ������� (WKLRSLD
EHQHILWHG� IURP� D� VXEVWDQWLDO� SHDFH� GLYLGHQG� RYHU� ��������� RQFH� GHPRELOL]DWLRQ� ZDV
RYHU��%HYDQ��������,Q����������GHIHQFH�VSHQGLQJ�DYHUDJHG������SHU�FHQW�RI�WRWDO�FXUUHQW
H[SHQGLWXUHV��ZKHUHDV�VRFLDO�VSHQGLQJ�DFFRXQWHG�IRU����SHU�FHQW��%XW�LQ�WKH�ILUVW� WKUHH
\HDUV� RI� SHDFH� ���������� WKH� GHIHQFH� VKDUH� IHOO� WR� ����� SHU� FHQW�� DQG� WKH� VRFLDO
H[SHQGLWXUH�VKDUH�URVH�WR������SHU�FHQW��&ROOHWWD�HW�DO������������DQG� WKH� ODWWHU¶V�VKDUH
FRQWLQXHG�WR�JURZ�UHDFKLQJ������SHU�FHQW�LQ�������%LJVWHQ��������0LOLWDU\�VSHQGLQJ�DV�D
SHUFHQWDJH�RI�*'3�WKHUHIRUH�IHOO�IURP�����SHU�FHQW�RI�*'3�LQ������WR�D�ORZ�RI�����SHU
FHQW�LQ�������6N|QV�HW�DO�������������

7KH�����������(ULWUHD�(WKLRSLD�ZDU�KDV�UHYHUVHG�SURJUHVV��7KH�:RUOG�%DQN������D��LL�
HVWLPDWHV� WKDW� (WKLRSLD¶V�PLOLWDU\� VSHQGLQJ� KDV� ULVHQ� WR� �� SHU� FHQW�� GHIHQFH� WDNLQJ� DW
OHDVW� ��� SHU� FHQW� RI� WRWDO� VSHQGLQJ²VRPH� %LUU� ���� ELOOLRQ� �86�� ���� PLOOLRQ� DW� DQ
H[FKDQJH�UDWH�RI�%LUU������ �86�����IRU�ILVFDO�\HDU����������:RUOG�%DQN�����D��������,I
WKH� ILJXUHV� DUH� WR�EH�EHOLHYHG� �DQG�RII�EXGJHW�PLOLWDU\� VSHQGLQJ� LV� XQREWDLQDEOH�� WKHQ
(WKLRSLD¶V�PLOLWDU\�EXGJHW�LV�RYHU�WKUHH�WLPHV�DV�KLJK�DV�LWV�ORZ�SRLQW�LQ�WKH�PLG�����V
�����SHU�FHQW�RI�*'3���EXW�QRW�\HW�DW�WKH�OHYHO�LQ�WKH�ODVW�\HDU�RI�WKH�'HUJ������SHU�FHQW��
DQG�WKH�VKDUH�RI�PLOLWDU\�VSHQGLQJ�LQ� WRWDO�H[SHQGLWXUH� LV�VWLOO�RQO\�KDOI� WKH�SHDN�'HUJ
OHYHO�� %XW� PDFUR�HFRQRPLF� VWDELOLW\� KDV� EHHQ� PDLQWDLQHG� DW� WKH� FRVW� RI� SURJUHVV� LQ
OLEHUDOL]DWLRQ��(WKLRSLD�LPSRVHG�DQ�DGGLWLRQDO����SHU�FHQW�WDULII�RQ�PRVW�LPSRUWV�WR�UDLVH
UHYHQXH�� WKHUHE\�SDUWLDOO\� UHYHUVLQJ� WKH� WDULII� UHGXFWLRQ�FRQGXFWHG�XQGHU� WKH�HFRQRPLF
OLEHUDOL]DWLRQ�RI�WKH�����V�

7KH�%DQN�UHSRUW�FRQFOXGHV�WKDW�LQFUHDVHG�UHYHQXH�PRELOL]DWLRQ�DQG�RQH�WLPH�ILQDQFLQJ
PHDVXUHV�VXFK�DV�WKH�XWLOL]DWLRQ�RI�SULYDWL]DWLRQ�UHFHLSWV�SUHVHUYHG�WKH�SUH�ZDU�JDLQV�LQ
UHDO� VSHQGLQJ�RQ�FRUH�SULRULWLHV� �HGXFDWLRQ��KHDOWK� DQG� URDGV�SURJUDPPHV�� GHVSLWH� WKH
ULVH� LQ� PLOLWDU\� VSHQGLQJ²DOWKRXJK� WKH� %DQN� DOVR� FRQFOXGHV�� ULJKWO\�� WKDW� WKH� ZDU
UHSUHVHQWV� D� ORVW� RSSRUWXQLW\� IRU� IDVWHU� JURZWK� LQ� VRFLDO�VHFWRU� VSHQGLQJ� �:RUOG�%DQN
����D�� LL���%XW� WKH�%DQN¶V� VLPXODWLRQV� DOVR� VKRZ� WKDW�ZKHUHDV� WKH� ILVFDO� GDPDJH� KDV
EHHQ� FRQWDLQHG� RYHU� ����������� WKH� FRQWLQXDWLRQ� RI� PLOLWDU\� VSHQGLQJ� DW� ���������
OHYHOV�ZLOO�VRRQ�HURGH�GHYHORSPHQW�VSHQGLQJ�DQG�FDXVH�WKH�XQILQDQFHG�ILVFDO�GHILFLW�WR
������������������������������������������������

� 7KH� ILVFDO� HVWLPDWHV� LQ� :RUOG� %DQN� �����D�� ZHUH� SUHSDUHG� LQ� 0D\� ������ (VWLPDWHV� RI� PLOLWDU\
VSHQGLQJ�ZHUH� VXEVHTXHQWO\� LQFUHDVHG� LQ� ODWH� ������ DV� QHZ�GDWD� EHFDPH� DYDLODEOH� �VHH�$QQH[� �� LQ
:RUOG�%DQN�����D���:H�XVH�WKH�UHYLVHG��KLJKHU��HVWLPDWHV�



�

VXUJH��7KLV�LV�PDLQO\�EHFDXVH�GRQRUV�FRQWLQXHG�WR�GLVEXUVH�PXFK�RI�WKH�DLG�FRPPLWWHG
EHIRUH� WKH� ZDU� EXW� DUH� QRZ� UHOXFWDQW� WR� PDNH� QHZ� FRPPLWPHQWV� XQWLO� (ULWUHD� DQG
(WKLRSLD� FRQYHUW� WKH� SUHVHQW� FHDVH�ILUH� LQWR� D� SHDFH� DJUHHPHQW²ZLWKRXW� WUXH� SHDFH
PLOLWDU\� VSHQGLQJ�ZLOO� UHPDLQ� KLJK� HYHQ� LQ� WKH� DEVHQFH� RI� UHQHZHG� ILJKWLQJ� �DQG� DLG
IXQJLELOLW\� ZLOO� UHVXOW� LQ� DLG�ILQDQFHG� PLOLWDU\� VSHQGLQJ�� VHH� $GGLVRQ� ����E��� 7KH
JURZWK�LQ�UHDO�FRQVXPSWLRQ�SHU�FDSLWD�XQGHU�WKLV�VFHQDULR�ZLOO�EH�OHVV�WKDQ�KDOI�WKDW�RI
WKH� EDVHOLQH� SHDFH� VFHQDULR� LQ� ZKLFK�PLOLWDU\� VSHQGLQJ� LV� FXW� EDFN� WR� SUH�ZDU� OHYHOV
�:RUOG�%DQN�����D�������7KH�HIIHFWV�DUH� WKHUHIRUH�GLUH� LI�(ULWUHD� DQG�(WKLRSLD� FDQQRW
DFKLHYH�SHDFH��HVSHFLDOO\�IRU�WKH�SRRU��7KH�GDWD�GRHV�QRW�SHUPLW�D�VLPLODU�DQDO\VLV� IRU
(ULWUHD�� EXW� WKH� ILVFDO� LPSDFW� LV� SUREDEO\� HYHQ�ZRUVH� JLYHQ� WKH� VFDOH� RI� WKH� FRXQWU\¶V
PRELOL]DWLRQ� �+DQVVRQ� ������ DQG�*LONHV� DQG� 3ODXW� ����� GLVFXVV� WKH�ZDU¶V� HIIHFWV� RQ
(ULWUHD��

7KH� ILVFDO� LPSDFW� RI� LQWHU�VWDWH� ZDUV� LV� GUDVWLF� DV� (WKLRSLD� LOOXVWUDWHV�� EXW� LW� SDOHV� LQ
FRPSDULVRQ�WR�FLYLO�ZDUV�WKDW�GLVUXSW�DQG�GHVWUR\�VWDWH�ILVFDO�LQVWLWXWLRQV�WKHPVHOYHV��,Q
*XLQHD�%LVVDX� WD[�FROOHFWLRQ�FHDVHG�GXULQJ� WKH������FRQIOLFW�DQG�GRPHVWLF�UHYHQXH� LQ
����� IHOO� WR� RQH�TXDUWHU� RI� LWV� SUH�FRQIOLFW� OHYHO� �(,8� ����� TXRWLQJ� WKH� %DQTXH� GH
)UDQFH��� %\� GHSUHVVLQJ� RXWSXW²*XLQHD�%LVVDX¶V� UHDO�*'3� FRQWUDFWHG� E\� ��� SHU� FHQW
GXULQJ�����²FRQIOLFW� DOVR� UHGXFHV� D� FRXQWU\¶V� WD[�EDVH� �SDUWLFXODUO\� IRU� VDOHV� WD[HV��
7KLV�LPSHGHV�WKH�SRVW�ZDU�UHFRYHU\�LQ�SXEOLF�VSHQGLQJ��.RYVWHG�DQG�7DUS�������

0RUH� EURDGO\�� KLJK� OHYHOV� RI� PLOLWDU\� VSHQGLQJ� XQGHUPLQH� WKH� LQWHJULW\� RI� VWDWH
LQVWLWXWLRQV� �*XSWD� HW� DO�� ����� ILQG� WKDW� FRUUXSWLRQ� LV� SRVLWLYHO\� DVVRFLDWHG� ZLWK� KLJK
PLOLWDU\� VSHQGLQJ��� EORFNV� WKH� LPSURYHPHQW� RI� EXGJHWLQJ� DQG� SODQQLQJ� LQVWLWXWLRQV
�VLQFH�PXFK�PLOLWDU\� VSHQGLQJ� LV�NHSW�RII�EXGJHW�� VHH�$GDXWD� HW� DO�� �����RQ�$QJROD��
DQG�FUHDWHV�ODUJH�H[WHUQDO�GHEW�EXUGHQV���+LJK�PLOLWDU\�VSHQGLQJ�WDNHV� UHVRXUFHV�DZD\
IURP�GHYHORSPHQWDO�VSHQGLQJ��HVSHFLDOO\�VRFLDO�VSHQGLQJ��VHH�*\LPDK�%UHPSRQJ�����
RQ� WKH� 66$� HYLGHQFH��� $QG� LW� GDPDJHV� GRQRU�JRYHUQPHQW� UHODWLRQV� VLQFH� SDUWQHUVKLS
WKURXJK� D� VHFWRUDO� DSSURDFK� WR� EXGJHWLQJ� �DQG� D� FRQFRPLWDQW� UHGXFWLRQ� LQ� GHWDLOHG
SROLF\� FRQGLWLRQDOLW\�� FDQQRW� GHYHORS� ZKHQ� PLOLWDU\� VSHQGLQJ� LV� KLJK�� DQG� DLG� LV
IXQJLEOH�

,QVHFXULW\�DQG�ZDU�NHHSV�PLOLWDU\�EXGJHWV�DW�KLJK�OHYHOV²QRW�RQO\�LQ�FRXQWULHV�DW�ZDU�
EXW�DOVR�DPRQJ�WKHLU�SHDFHIXO�QHLJKERXUV�ZKR�KDYH�OHJLWLPDWH�GHIHQFH�FRQFHUQV��6XFK
QHJDWLYH� H[WHUQDOLWLHV� WKHUHE\� UHGXFH�GHYHORSPHQW� DQG� DLG� HIIHFWLYHQHVV� DFURVV�$IULFD
�$GGLVRQ��������3HDFH�LV�D�SXEOLF�JRRG��DQG�EHWWHU�UHJLRQDO�SHDFHNHHSLQJ�WRJHWKHU�ZLWK
PRUH� LQWHUQDWLRQDO� FRPPLWPHQW� WR� 81� SHDFHNHHSLQJ� ZRXOG� KDYH� VXEVWDQWLDO� UDWHV� RI
UHWXUQ�WR�GHYHORSPHQW²E\�IDFLOLWDWLQJ�GHHS��DQG�VXVWDLQHG��FXWV�LQ�PLOLWDU\�EXGJHWV²LQ
DGGLWLRQ�WR�WKH�GLUHFW�KXPDQLWDULDQ�EHQHILWV��$GGLVRQ�DQG�1GLNXPDQD�������

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

� )RU� H[DPSOH�� LQ� (WKLRSLD� XQGHU� WKH� 'HUJ�� DUPV� LPSRUWV� DYHUDJHG� ���� SHU� FHQW� RI� WRWDO� H[SRUWV
�LQGLFDWLQJ�WKH�DFFXPXODWLRQ�RI�PLOLWDU\�UHODWHG�GHEWV�WR�WKH�6RYLHW�8QLRQ���DJDLQVW�DQ�$IULFDQ�DYHUDJH
RI������SHU�FHQW��+DLOH�.HEUHW�7D\H�������
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� 6HWWLQJ�([SHQGLWXUH�SULRULWLHV�DQG�UHIRUPLQJ�EXGJHWDU\�LQVWLWXWLRQV

3XEOLF�PRQH\�PXVW�EH�VSHQW�RQ�FRUH�SUR�SRRU�VHUYLFHV��SULPDU\�HGXFDWLRQ��EDVLF�KHDOWK
VHUYLFHV�DQG�VDIH�ZDWHU�DQG�VDQLWDWLRQ��%XW�KDUG�FKRLFHV�VWLOO�H[LVW�ZLWKLQ�WKHVH�SULRULWLHV�
8QWLO� UHYHQXHV� LQFUHDVH�� LW� PD\� QRW� EH� SRVVLEOH� WR� VLPXOWDQHRXVO\� UHVWRUH� EDVLF
LQIUDVWUXFWXUH�DQG�PDNH�HQWLUHO\�QHZ�LQYHVWPHQWV�LQ�DUHDV�WKDW�QHYHU�KDG�LQIUDVWUXFWXUH�
2QH� PXVW� EH� FKRVHQ� RYHU� WKH� RWKHU²DQ� XQGHVLUDEOH� VWDWH� RI� DIIDLUV�� (DVLQJ� WKH
FRQVWUDLQW�HQWDLOV� ILQGLQJ�VDYLQJV�HOVHZKHUH� LQ� WKH�JRYHUQPHQW�EXGJHW��DQG�PRELOL]LQJ
PRUH�DLG�

,Q� WKH� IDFH� RI� WKHVH� GLIILFXOWLHV�� JRYHUQPHQWV� DQG� GRQRUV� VRPHWLPHV� IRFXV� RQ� KLJKO\
YLVLEOH�VRFLDO�SURJUDPPHV�ZKLFK�QHYHUWKHOHVV�KDYH�OLPLWHG�FRYHUDJH��DQG�DYRLG�WKH�KDUG
FKRLFHV�QHFHVVDU\�WR�UHVRXUFH�EDVLF�VHUYLFHV��7KLV�WHPSWDWLRQ�VKRXOG�EH�UHVLVWHG��6LQFH
SXEOLF�H[SHQGLWXUH�UHIRUP�PXVW�UHYLHZ�WKH�HIIHFWLYHQHVV�RI�DOO�VSHQGLQJ��LW�FDQ�KHOS�WR
PHHW� WKH� REMHFWLYHV� RI� FRPPXQLW\� UHFRQVWUXFWLRQ� DQG� SULYDWH�VHFWRU� GHYHORSPHQW
�SURYLGHG�WKDW�WKH�ILVFDO�GHILFLW�WDUJHW�LV�QRW�XQGXO\�UHVWULFWLYH²VHH�VHFWLRQ����

,QYHVWLQJ�LQ�KRXVHKROG�DQG�FRPPXQLW\�GDWD�FROOHFWLRQ�E\�PHDQV�RI�KRXVHKROG�VXUYH\V
DQG� SDUWLFLSDWRU\� DVVHVVPHQW� FODULILHV� WKH� VRFLDO� LPSDFW� RI� UHIRUP� DQG� LGHQWLILHV� WKH
LQFLGHQFH�RI�SXEOLF�VSHQGLQJ��7KLV�LQIRUPDWLRQ�FDQ�EH�XVHG�WR�VKDUSHQ�SROLF\¶V�SRYHUW\
IRFXV��UHDOORFDWH�VSHQGLQJ� WRZDUGV� WKH�SRRU��DQG� WDUJHW�SRVW�ZDU�VDIHW\�QHWV� WR�UHSODFH
ZDU�WLPH�IRRG�DLG��$GGLVRQ��������0R]DPELTXH��IRU�H[DPSOH��LV�EXLOGLQJ�D�JRRG�EDVH
RI� SRYHUW\� LQIRUPDWLRQ� �'DWW� HW� DO�� ������ GH� 6RXVD� ������� 0DNLQJ� VXFK� GDWD� IUHHO\
DYDLODEOH� VWUHQJWKHQV� GHPRFUDF\� E\� LQIRUPLQJ� FLYLO�VRFLHW\� GHEDWH�� 7KH� GDWD� UHYHDOV
SROLWLFDOO\�XQSDODWDEOH� IDFWV�� VXFK�DV� LQHTXDOLW\�EHWZHHQ� UHJLRQV� �D�SRWHQWLDO� VRXUFH�RI
FRQIOLFW��� EXW� KLGLQJ� WKH� IDFWV� GRHV� QRW� HDVH� VRFLDO� WHQVLRQV²LQVWHDG� LW� IDFLOLWDWHV
GHPRFUDWLF�SUHVVXUH�IRU�WKHLU�SHDFHIXO�UHVROXWLRQ�

��� )LVFDO�LQVWLWXWLRQV

+DYLQJ� SULRULWLHV� LV� RQH� WKLQJ�� EHLQJ� DEOH� WR� LPSOHPHQW� WKHP� LV� DQRWKHU�� 6HFWLRQ� �
VXPPDUL]HG� WKH�SUREOHPV��SODQQLQJ�V\VWHPV�SURGXFH�µZLVK� OLVWV¶�DQG� IUHTXHQWO\�DYRLG
QHFHVVDU\� FKRLFHV� LQ� UHVRXUFH� DOORFDWLRQ�� 7KLV� LV� FRPSRXQGHG� E\� RII�EXGJHW� SURMHFWV
WKDW�GLYHUW�UHFXUUHQW�VSHQGLQJ�DZD\�IURP�FRUH�SURJUDPPHV�

$� VHFWRU� ZLGH� DSSURDFK� LV� LQFUHDVLQJO\� EHLQJ� DGRSWHG� WR� LPSURYH� EXGJHWLQJ� DQG
RYHUFRPH� FR�RUGLQDWLRQ� SUREOHPV� LQ� NH\� VHFWRUV�� 0R]DPELTXH¶V� KHDOWK� VHFWRU� LV� DQ
H[DPSOH� �0DUVKDOO� ������ ������ 8QGHU� WKH� VHFWRU� ZLGH� DSSURDFK� µ���� DOO� VLJQLILFDQW
IXQGLQJ�IRU�WKH�VHFWRU�VXSSRUWV�D�VLQJOH�VHFWRU�SROLF\�DQG�H[SHQGLWXUH�SURJUDPPH��XQGHU
JRYHUQPHQW�OHDGHUVKLS��DGRSWLQJ�FRPPRQ�DSSURDFKHV�DFURVV�WKH�VHFWRU��DQG�SURJUHVVLQJ
WRZDUGV�UHO\LQJ�RQ�JRYHUQPHQW�SURFHGXUHV�WR�GLVEXUVH�DQG�DFFRXQW�IRU�DOO�IXQGV¶��)RVWHU
HW� DO�� ������ ���� 7KLV� LPSURYHV� WKH� UHVRXUFLQJ� RI� WKH� UHFXUUHQW� FRVWV� RI� FDSLWDO
LQYHVWPHQWV��WKHUHE\�UDLVLQJ�WKH�HIIHFWLYHQHVV�RI�SXEOLF�LQYHVWPHQWV��DQG�LPSURYLQJ�WKH
WUDQVSDUHQF\� RI� WKH� EXGJHW� VWUXFWXUH�� DQG� LWV� UHVSHFWLYH� GRQRU� DQG� JRYHUQPHQW
FRPSRQHQWV�

,PSURSHU� XVH� RI� SXEOLF� IXQGV� LV� DQ� LVVXH� LQ� PDQ\� FRXQWULHV�� LW� XQGHUPLQHV� ILVFDO
LQVWLWXWLRQV��DQG�LW�ZRUNV�DJDLQVW�UDLVLQJ�WKH�VKDUH�RI�EDVLF�VRFLDO�VSHQGLQJ�LQ�WRWDO�SXEOLF
VSHQGLQJ��0DXUR��������ILQGV�D�UREXVW�QHJDWLYH�UHODWLRQVKLS�EHWZHHQ�FRUUXSWLRQ�DQG�WKH
VKDUH� RI� HGXFDWLRQ� VSHQGLQJ�� IRU� H[DPSOH��0RUHRYHU�� QRQ�WUDQVSDUHQF\� LQ� WKH� XVH� RI
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SXEOLF� IXQGV� LV� FORVHO\� DVVRFLDWHG� ZLWK� D� FRXQWU\¶V� YXOQHUDELOLW\� WR� FRQIOLFW�� VLQFH� LW
UHGXFHV� HFRQRPLF� JURZWK�� DQG� GHFOLQLQJ� OLYLQJ� VWDQGDUGV� DUH� D� OHDGLQJ� LQGLFDWRU� RI
FRQIOLFW� �1DI]LJHU�DQG�$XYLQHQ�������� ,Q�6RPDOLD�D�QRQ�WUDQVSDUHQW�EXGJHW� IDFLOLWDWHG
WKH� GLYHUVLRQ� RI� SXEOLF� PRQH\� DQG� DLG�� ERWK� RI� ZKLFK� EHFDPH� SROLWLFDO� SUL]HV� LQ� D
SURFHVV� WKDW� GHVWUR\HG� WKH� VWDWH�� µ���� WKH� VWUXFWXUH� RI� WKH� EXGJHW� RI� 6RPDOLD� UHQGHUV� LW
HVVHQWLDOO\� XVHOHVV� DV� D� WRRO� IRU� DQDO\]LQJ� JRYHUQPHQW� H[SHQGLWXUHV¶� FRPPHQWHG� D
:RUOG�%DQN�SXEOLF�H[SHQGLWXUH�UHYLHZ�VKRUWO\�EHIRUH�WKH�FLYLO�ZDU��:RUOG�%DQN�����
FLWHG�LQ�&RROLGJH�DQG�5RVH�$FNHUPDQ�������

%XGJHWDU\� QRQ�WUDQVSDUHQF\� DQG� FRUUXSWLRQ� DUH� FRPPRQ� LQ� FRXQWULHV� WKDW� DUH� ULFK� LQ
QDWXUDO�UHVRXUFHV��/HLWH�DQG�:HLGPDQQ��������,Q�$QJROD��&RQJR�%UD]]DYLOOH��DQG�'5&
WKH�UHYHQXHV�DUH�WUDGLWLRQDOO\�NHSW�RXWVLGH�WKH�VWDWH�EXGJHW��WKHVH�FRXQWULHV�KDYH�VXIIHUHG
VHYHUH� FLYLO� ZDUV� LQ� ZKLFK� UHVRXUFH� UHYHQXHV� DUH� WKH� SUL]H� IRU� FDSWXULQJ� WKH� VWDWH
�$GGLVRQ� HW� DO�� ������� 8QGHU� LWV� ����� VKDGRZ� ,0)� SURJUDPPH�� WKH� *RYHUQPHQW� RI
$QJROD�DJUHHG�WR�DQ�LQGHSHQGHQW�DXGLW�WR�FKHFN�ZKHWKHU�RLO�UHYHQXHV�UHDFK�WKH�FHQWUDO
EDQN¶V� DFFRXQWV�� %XW� WKLV� GHSHQGV� HQWLUHO\� RQ� LQIRUPDWLRQ� VXSSOLHG� E\� WKH� $QJRODQ
JRYHUQPHQW��DQG�WKH�XVH�RI�WKH�UHYHQXH�RQFH�LW�UHDFKHV�WKH�FHQWUDO�EDQN�LV�QRW�PRQLWRUHG
�VHH� DOVR� $GDXWD� HW� DO�� ������� %RWVZDQD� LV� RQH� RI� WKH� IHZ� 66$� FRXQWULHV� WR� XVH� LWV
PLQHUDO� UHQWV� WR� IXQG� GHYHORSPHQW�� WKH� FRXQWU\¶V� ORQJ�VWDQGLQJ� GHPRFUDF\� SURYLGHV
RYHUVLJKW� RI� WKH� EXGJHWDU\� SURFHVV� �$XW\� ������� &RQVHTXHQWO\�� GHPRFUDWL]DWLRQ� LV
HVSHFLDOO\� LPSRUWDQW� WR� LPSURYLQJ� ILVFDO� PDQDJHPHQW� LQ� UHVRXUFH�ULFK� FRXQWULHV
�$GGLVRQ�����D��

� 'HEW�UHOLHI

3XEOLF� GHEW� VHUYLFH� UHSUHVHQWV� D� VXEVWDQWLDO� FODLP� RQ� JRYHUQPHQW� UHYHQXHV�� ZKLFK
SUHFOXGHV�WKHLU�XVH�IRU�HFRQRPLF�DQG�VRFLDO�LQYHVWPHQW��7DEOH���VKRZV�WKH�GHEW�SURILOH
RI�RXU� FDVH�VWXG\�FRXQWULHV�� WKH\� KDYH�GHEW�WR�*'3� UDWLRV� WKDW� DUH� DW� OHDVW� GRXEOH� WKH
66$�DYHUDJH��0RVW�RI�WKLV�GHEW�LV�RIILFLDO��RZHG�WR�ELODWHUDO�DQG�PXOWLODWHUDO�DLG�GRQRUV�
$QJROD�KDV�VXEVWDQWLDO�FRPPHUFLDO�GHEWV��DFFXPXODWHG�XVLQJ�RLO� UHYHQXH�DV�FROODWHUDO�
7KH� H[FHSWLRQ� LV�(ULWUHD��ZKRVH� UHFRQVWUXFWLRQ� RYHU� ��������ZDV�PRVWO\� ILQDQFHG� E\
UHPLWWDQFH�LQIORZV��UDWKHU�WKDQ�H[WHUQDO�DLG��+DQVVRQ�������

$QJROD�� (WKLRSLD�� *XLQHD�%LVVDX�� DQG� 0R]DPELTXH� DUH� DOO� µ+HDYLO\� ,QGHEWHG� 3RRU
&RXQWULHV¶� �+,3&V��� 'HEW� UHGXFWLRQ� KDV� EHHQ� VORZ� LQ� FRPLQJ�� UHIOHFWLQJ� D� ODFN� RI
FRPPLWPHQW� DPRQJ� PDMRU� GRQRUV� VXFK� DV� WKH� 8QLWHG� 6WDWHV�� WKHLU� SXEOLF� VWDWHPHQWV
QRWZLWKVWDQGLQJ��2[IDP�,QWHUQDWLRQDO��������8QGHU�WKH�+,3&�LQLWLDWLYH��GHEW�UHOLHI�ZDV
ILQDOO\� DSSURYHG� IRU� 0R]DPELTXH� LQ� $SULO� ������ WRWDOOLQJ� 86�� ����� ELOOLRQ� LQ� QHW
SUHVHQW�YDOXH�WHUPV�RU�86������ELOOLRQ�LQ�QRPLQDO�WHUPV��,0)�����������$IWHU�UHOLHI��WKH
GHEW�VWRFN�ZLOO�EH�DERXW�RQH�IRXUWK�RI�WKH�DPRXQW�WKDW�ZRXOG�RWKHUZLVH�KDYH�EHHQ�RZHG
ZLWKRXW� +,3&� ,QLWLDWLYH� DVVLVWDQFH� �,0)�,'$� ������ ����� (WKLRSLD� DQG� *XLQHD�%LVVDX
ZHUH�RQ� WUDFN� WR�TXDOLI\� IRU�GHEW� UHOLHI�SULRU� WR� WKHLU� UHFHQW�ZDUV��7KHLU�QHHG� IRU�GHEW
UHOLHI� LV� XUJHQW� RWKHUZLVH� WKH� ILVFDO� FRVW� RI� GHEW�VHUYLFH� ZLOO� LPSHGH� UHFRYHU\�� EXW
(WKLRSLD�LV�XQOLNHO\�WR�REWDLQ�GHEW�UHOLHI�XQOHVV�LW�PDNHV�SHDFH�ZLWK�(ULWUHD��$QJROD�LV�D
+,3&�FRXQWU\��EXW�WKH�,0)�FRQFOXGHV�WKDW�LWV�GHEW�SRVLWLRQ�ZLOO�DFKLHYH�VXVWDLQDELOLW\�LI
GHEW� UHOLHI� LV� SURYLGHG� XQGHU� WUDGLWLRQDO� PHFKDQLVPV� �,0)� ������ ���� $QJROD¶V� ����
VKDGRZ�DJUHHPHQW�ZLWK�WKH�,0)�LV�DQ�DWWHPSW�WR�FXW�LWV�LQWHUHVW�UDWH�ELOO��E\�LQFUHDVLQJ
WKH�VKDUH�RI�FRQFHVVLRQDO�ILQDQFH�LQ�WKH�FRXQWU\¶V�H[WHUQDO�GHEW�
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Table 2
External debt indicators for SSA case-study countries (1998)

Total Debt
(US$ billion)

Debt ratio
(% of GDP)

Total Debt
Servicing

(US$ billion)*

Debt service
ratio

(% of GDP)

Debt service
ratio

(% of exports)

Public
Debt

(% of total
debt)

Angola 12.17 162.90 1.35 18.10 34.42 87.21

Eritrea 0.15 22.97 0.004 0.58 1.45 96.52

Ethiopia 10.35 158.19 0.12 1.82 11.31 92.92

Guinea-
Bissau

0.96 468.93 0.008 3.84 25.63 90.53

Mozambique 8.21 210.84 0.10 2.69 18.03 68.85

SSA 230.13 68.93 14.14 4.24 14.68 74.37

Low-Income
Countries

721.59 38.37 65.71 3.49 15.38 70.90

Source: World Bank (2000a and 2000b).

Note: * actual levels of debt service.

7KH�UHVRXUFHV�UHOHDVHG�E\�GHEW�UHOLHI�FRXOG�SURYLGH�D�PDMRU�ERRVW�WR�SRYHUW\�UHGXFWLRQ�LI
ZLVHO\�XVHG��$GGLVRQ�������)RVWHU�HW�DO���������7DEOH���VKRZV�WKDW�HYHQ�UHODWLYHO\�VPDOO
UHGXFWLRQV� LQ�GHEW� VHUYLFH� FDQ� ILQDQFH� D� VLJQLILFDQW� SURSRUWLRQ�RI� KHDOWK� FDUH²���SHU
FHQW� RI� WRWDO� GHEW� VHUYLFH� FRQVWLWXWHV� DERXW� D� TXDUWHU� RI� (WKLRSLD¶V� DYHUDJH� KHDOWK
H[SHQGLWXUHV²VR� D� IXOO� ZULWH�RII� FRXOG� JLYH� D� PDMRU� NLFN�VWDUW� WR� KXPDQ� FDSLWDO
LQYHVWPHQW�

6XFK�WUDQVIHUV�ZLOO�RQO\�RFFXU�LI�JRYHUQPHQWV�DUH�FRPPLWWHG�WR�XVLQJ�GHEW�UHOLHI�IRU�SUR�
SRRU� SXEOLF� VSHQGLQJ�� $QG� DV�ZLWK� DLG� LWVHOI�� GHEW� UHOLHI�PD\� UHGXFH� WKH� LQFHQWLYH� WR
LPSURYH� WD[� LQVWLWXWLRQV�� WKHUHE\� GDPDJLQJ� WKH� DELOLW\� WR� VXVWDLQ� SUR�SRRU� UHFXUUHQW
VSHQGLQJ�RYHU� WLPH�� LI� JRYHUQPHQW¶V� DUH�ZHDN� LQ� WKHLU� FRPPLWPHQW� WR� UDLVLQJ� WKH� WD[
HIIRUW� �VHH� )UDQFR�5RGULJXH]� HW� DO�� �����RQ� WKH� HYLGHQFH� UHJDUGLQJ� DLG� DQG� WD[DWLRQ��
3RYHUW\�5HGXFWLRQ�6WUDWHJ\�3DSHUV��3563V���ZKLFK�DUH�D�SUH�FRQGLWLRQ�IRU�GHEW�UHOLHI�
HQDEOH� JRYHUQPHQWV� WR� VLJQDO� WKHLU� FRPPLWPHQW� WR� UHGLUHFWLQJ� UHVRXUFHV� WR� WKH� SRRU�
$PRQJ�RXU� FDVH�VWXG\�FRXQWULHV��0R]DPELTXH�KDV�JRQH� WKH� IXUWKHVW� LQ�GHYHORSLQJ� LWV
3563� �*20� ������� %XW� DOWKRXJK� FRPPLWPHQW� LV� YLWDO�� LW� LV� QRW� VXIILFLHQW�� VLQFH
EXGJHWDU\�DQG�SODQQLQJ�V\VWHPV�FDSDEOH�RI�DFKLHYLQJ�WKH�UHVRXUFH�WUDQVIHUV�WR�SULRULW\
VSHQGLQJ�PXVW�H[LVW��VHH�VHFWLRQ�����:LWK�GRQRU�DVVLVWDQFH��JRYHUQPHQWV�PXVW�LPSURYH
WKHLU� SODQQLQJ� DQG�EXGJHWLQJ� V\VWHPV�� LQ� SDUWLFXODU� WKURXJK� WKH� DGRSWLRQ� RI�0HGLXP�
7HUP�3XEOLF�([SHQGLWXUH� )UDPHZRUNV� �07()V���2WKHUZLVH� WKH� UHVRXUFHV� UHOHDVHG� E\
GHEW�UHOLHI�ZLOO� IDLO� WR�VKRZ�XS� LQ�EHWWHU� IDFLOLWLHV�DQG�VHUYLFHV�DW� ORFDO� OHYHO��+HQFH��D
VL]HDEOH�SDUW�RI�WKH�GHEW�UHOLHI��RU�RWKHU�DLG��ZLOO�KDYH�WR�EH�FRPPLWWHG�WR�VWUHQJWKHQLQJ
WKH�VWDWH�LWVHOI�
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Table 3
Total debt service (TDS) as a percentage of health and education expenditure, 10 and 50 per cent of TDS

as a proportions of health and education expenditures (averages 1990–98)

Yearsa TDS as
% of

Health

TDS as
% of

Education

10% TDS
as a

Proportion
of Health

50% TDS
as a

Proportion
of Health

10% TDS
as a

Proportion
of

Education

50% TDS
as a

Proportion
of

Education

Case Study
Countries
Angola 1990 & 1991 154.9 ---- 15.5 77.4 ---- ----

Eritrea 1997 2.6 ---- 0.26 1.3 ---- ----

Ethiopia 1990–1998 244.1 ---- 24.4 122.1 ---- ----

Guinea-Bissau 1990–1994 377.4 164.2 37.7 188.7 16.4 81.1

Mozambique 1990–1997* 107.3 ---- 10.7 53.7 ---- ----

Other Conflict
Countries
Burundi 1990–1998 313.3 123.8 31.3 156.6 12.4 61.9

Congo Rep 1990–1998* 685.9 ---- 68.6 343.0 ---- ----

DRC 1997 17.1 ---- 1.7 8.5 ---- ----

Rwanda 1990 & 1997 49.0 28.9 4.9 24.5 2.9 14.5

Sierra Leone 1992–1997 234.2 1678.3 23.4 117.1 167.8 839.1

Uganda 1993–1997 168.2 97.6 16.8 84.1 9.8 48.8

Non-Conflict
Countries
Benin 1990–1998 137.6 ---- 13.8 68.8 ---- ----

Equatorial
Guinea

1990–1997 159.1 ---- 15.9 79.5 ---- ----

Ghana 1990–1998 428.5 154.2 42.8 214.2 15.4 77.1

Guinea 1990–1997 323.7 121.8 32.3 161.8 12.2 60.1

Madagascar 1992–1997* 256.2 347.1 25.6 128.1 34.7 173.6

Tanzania 1990–1998 276.4 ---- 26.7 133.7 ---- ----

Zambia 1990–1998* 901.6 291.0 90.2 450.8 29.1 145.5

Notes: a  Years: the years over which the averages for the TDS/health/education ratios are
computed. The choice of years is based on data availability for the period 1990–98.

Total expenditures refer to total public spending inclusive of net lending. For education expenditures
the data are for the years 1990-94.

*  Some of the data points in between the given years are unavailable.

The proportions are calculated as x% (10% and 50% respectively) of the total debt servicing
expressed as percentages of the total health and education expenditures.

Sources: World Bank (2000a and 2000b). Data on public education expenditures are from the World
Bank data base on Genuine Savings in World Bank (1999b).
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� 7KH�PDFUR�ILVFDO�IUDPHZRUN

)LVFDO�GHILFLWV�DUH�JHQHUDOO\�YHU\�KLJK�LQ�FRQIOLFW�FRXQWULHV��GXH�WR�WKH�EXUGHQ�RI�PLOLWDU\
VSHQGLQJ�DQG�WKH�FROODSVH�RI�WKH�UHYHQXH�EDVH��DQG�µSRVW�FRQIOLFW¶�FRXQWULHV��GXH�WR�WKH
VL]H� RI� UHFRQVWUXFWLRQ� VSHQGLQJ��� 7KHUHIRUH�� 0R]DPELTXH¶V� ILVFDO� GHILFLW� H[FOXGLQJ
JUDQWV�ZDV�EHWZHHQ����DQG����SHU� FHQW�RI�*'3�RYHU��������� �)LJXUH�����0DQ\�SRVW�
FRQIOLFW�FRXQWULHV�DUH�YHU\�GHSHQGHQW�RQ�SURJUDPPH�DLG�IRU�EXGJHW�VXSSRUW��7DEOH���DQG
)LJXUH�����$LG�LQIORZV�DOORZHG�0R]DPELTXH�WR�UHGXFH�LWV�ILVFDO�GHILFLW�LQFOXGLQJ�JUDQWV
WR� D� PDQDJHDEOH� DYHUDJH� RI� ���� SHU� FHQW� RI� *'3� RYHU� �������� �)LJXUH� ���� 7KH
H[FHSWLRQV� WR�DLG�GHSHQGHQFH�DUH�(ULWUHD��E\�FKRLFH��DQG�6RPDOLODQG� �ZKLFK� LV�QRW�DQ
LQWHUQDWLRQDOO\�UHFRJQL]HG�VWDWH���

,0)�ILVFDO�FRQGLWLRQDOLW\�UHPDLQV�FRQWURYHUVLDO��.LOOLFN�HW�DO���������7KH�SUHVHQW�GHEDWH
PDLQO\� FHQWUHV� RQ� HFRQRPLHV� WKDW� KDYH� DFKLHYHG� VWDELOL]DWLRQ� E\� EULQJLQJ� LQIODWLRQ
XQGHU� FRQWURO�� 6RPH� 66$� FRXQWULHV� KDYH� \HW� WR� FRPSOHWH� VWDELOL]DWLRQ� DQG� UHGXFH
LQIODWLRQ�EHORZ�JURZWK�GDPDJLQJ�OHYHOV²QRWDEO\�$QJROD�DQG�WKH�'5&��%XW�66$�DV�D
ZKROH�KDV�VKRZQ�SURJUHVV�� WKH�DYHUDJH�ILVFDO�GHILFLW��LQFOXGLQJ�JUDQWV�� IHOO�IURP���SHU
FHQW� RI�*'3� LQ� WKH� ILUVW� KDOI� RI� WKH� ����V� WR� �� SHU� FHQW� LQ� ��������� DQG� WKH� DYHUDJH
LQIODWLRQ�UDWH�IHOO�IURP����SHU�FHQW�WR����SHU�FHQW��,0)��������������*URZWK��UDWKHU�WKDQ
IXUWKHU� LQIODWLRQ� UHGXFWLRQ�� LV� WKHUHIRUH� WKH� XUJHQW� SULRULW\� IRU� SRVW�VWDELOL]DWLRQ
HFRQRPLHV�� 7KH� )XQG¶V� FULWLFV� DUJXH�� KRZHYHU�� WKDW� ,0)� DGYLFH� DQG� FRQGLWLRQDOLW\
UHPDLQ� WRR� GHPDQGLQJ� LQ� WKH� SRVW�VWDELOL]DWLRQ� SHULRG�� VSHFLILFDOO\� WKH� )XQG� LV
RYHU]HDORXV�LQ�VHHNLQJ�UHGXFWLRQV�LQ�WKH�ILVFDO�GHILFLW�H[FOXGLQJ�DLG��DQG�PD\�� LQGHHG�
LQVLVW�RQ�D�SULPDU\�VXUSOXV���7KLV�LV�RQH�RI�WKH�FRQFOXVLRQV�RI�WKH�UHYLHZ�RI�WKH�,0)¶V
(QKDQFHG� 6WUXFWXUDO� $GMXVWPHQW� )DFLOLW\� �(6$)�� E\� D� JURXS� RI� LQGHSHQGHQW� H[SHUW
HFRQRPLVWV��,0)������������

$Q� RYHU�WLJKW� PDFUR�ILVFDO� SROLF\� KDV� IRXU� XQGHVLUDEOH� FRQVHTXHQFHV� IRU� D� SRVW�
VWDELOL]DWLRQ� HFRQRP\�� )LUVW�� LW� OLPLWV� WKH� SXEOLF� LQYHVWPHQW� EXGJHW�� DQG� WKHUHE\� WKH
VXSSO\� RI� SXEOLF� JRRGV� WKDW� DUH� HVVHQWLDO� WR� SULYDWH� VHFWRU� JURZWK��0DQ\� LQYHVWPHQW
SURMHFWV�ZLWK�SRWHQWLDOO\�KLJK�VRFLDO�UHWXUQV�PD\�EH�OHIW�RQ�WKH�VKHOI�LI�WKH�ILVFDO�GHILFLW
H[FOXGLQJ� JUDQWV� LV� FXW� WRR� VHYHUHO\�� WKHUHE\� LPSHGLQJ� UHFRQVWUXFWLRQ� DQG� SRYHUW\
UHGXFWLRQ��0RUHRYHU�� LI� WZR� SURMHFWV� DUH� FRPSOHPHQWDU\� �IRU� H[DPSOH�� D� EDVLF� KHDOWK
FDUH�SURMHFW�DQG�D�SULPDU\�HGXFDWLRQ�SURMHFW���EXW�WKH�EXGJHW�FRQVWUDLQW�SHUPLWV�RQO\�RQH
LQYHVWPHQW�� WKHQ� WKH�VRFLDO� UDWH�RI�UHWXUQ� IRU� WKH�VLQJOH�SURMHFW� LV� ORZHU���7KLV� LPSOLHV
ERWK�ORZHU�JURZWK�DQG�VORZHU�VRFLDO�UHFRYHU\�

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

� 6RPDOLODQG�XQLODWHUDOO\�VHFHGHG�IURP�6RPDOLD�LQ�WKH�HDUO\�����V�

� 7KH�66$�PHGLDQ�LQIODWLRQ�UDWH�GHFOLQHG�IURP����SHU�FHQW�WR���SHU�FHQW�IURP�WKH�HDUO\�WR�WKH�ODWHU�����V
�,0)������������

� 7KH�,0)¶V�(6$)�LV�QRZ�WKH�3RYHUW\�5HGXFWLRQ�DQG�*URZWK�)DFLOLW\�

� 7KHUH�LV�FRQVLGHUDEOH�HYLGHQFH�WKDW�VRFLDO�VHFWRU�SURMHFWV�DUH�FRPSOHPHQWV�WR�HDFK�RWKHU��)RU�LQVWDQFH
LPSURYLQJ� IHPDOH� HGXFDWLRQ� UDLVHV� WKH� HIIHFWLYHQHVV� RI� KHDOWK� FDUH� VHUYLFHV� EHFDXVH�ZRPHQ� DUH� WKH
PDLQ�KHDOWK�FDUH�SURYLGHUV�LQ�WKH�KRXVHKROG�
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Figure 2
Mozambique: measures of the fiscal deficit as percentages of GDP, 1985-98
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Source: World Bank (2000b).

Figure 3
Net ODA disbursements for SSA case-study countries at constant prices
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6HFRQG�� DQ� RYHU�UHVWULFWLYH� ILVFDO�GHILFLW� WDUJHW� FDQ� FDXVH� D� VKRUWIDOO� LQ� WKH� UHFXUUHQW
H[SHQGLWXUHV�QHFHVVDU\�WR�PDWFK�GRQRU�ILQDQFHG�FDSLWDO�H[SHQGLWXUHV��WKHUHE\�UHGXFLQJ
WKH�SULYDWH�DQG�VRFLDO� UHWXUQV� WR� LQIUDVWUXFWXUH� LQYHVWPHQW��)RU� H[DPSOH��GRQRU� IXQGHG
VFKRROV� DUH� OHIW� ZLWK� LQVXIILFLHQW� WHDFKLQJ� PDWHULDOV� DQG� XQSDLG� WHDFKHUV�� VR� QHLWKHU
FKLOGUHQ� QRU� VRFLHW\� UHDS� WKH� IXOO� EHQHILW� RI� VFKRROLQJ��$LG� GLVEXUVHPHQW� FDQ� DOVR� EH
GHUDLOHG��0R]DPELTXH�LV�D�FDVH�LQ�SRLQW��,QIODWLRQ�ZDV�UHGXFHG�IURP�RYHU�����SHU�FHQW
LQ�WKH�ODWH�����V�WR�OHVV�WKDQ����SHU�FHQW�E\�������DV�LQFUHDVHG�DLG�UHGXFHG�WKH�XQIXQGHG
�PRQHWL]HG��GHILFLW�DQG�DV�RXWSXW�VWDUWHG�WR�UHFRYHU��VHH�8ELGH��������7KLV�ZDV�D�JRRG
SHUIRUPDQFH�IRU�D�FRXQWU\�FRPLQJ�RXW�RI�FLYLO�ZDU��DV�FRPSDUHG�WR�$QJROD�RU�'5&�IRU
H[DPSOH��� DQG� LQIODWLRQ� LV� QRZ� MXVW� �� SHU� FHQW��%XW� WKH� ILVFDO� GHILFLW� H[FOXGLQJ� JUDQWV
URVH� IURP�������SHU� FHQW� RI�*'3� LQ� ����� WR� ������SHU� FHQW� LQ� ����� �)LJXUH� ���� 7KLV
UHIOHFWHG� H[SHQGLWXUHV� RQ� UHVHWWOHPHQW�� GHPRELOL]DWLRQ� DQG� WKH� HOHFWLRQV� LQ� WKH� SHULRG
EHWZHHQ�WKH������SHDFH�DFFRUGV�DQG� WKH������HOHFWLRQV��DV�ZHOO�DV� WKH� LQFUHDVH� LQ�DLG
IORZV� DQG� WKH� UHVXOWLQJ� VXUJH� LQ� UHFXUUHQW� VSHQGLQJ� WR� PDWFK� DLG�ILQDQFHG� FDSLWDO
VSHQGLQJ��WKH�ILVFDO�GHILFLW�LQFOXGLQJ�JUDQWV�IHOO�IURP������SHU�FHQW�RI�*'3�WR������SHU
FHQW��� ,Q� ������ KRZHYHU�� WKH� ,0)� WKUHDWHQHG� WR� VXVSHQG� OHQGLQJ� XQOHVV� WKH� GHILFLW
H[FOXGLQJ�JUDQWV�ZDV�UDGLFDOO\�FXW��$GGLVRQ�DQG�GH�6RXVD��������7KH�:RUOG�%DQN�DQG
WKH�6FDQGLQDYLDQ�ELODWHUDO�GRQRUV�FKDOOHQJHG�DQG�RYHUWXUQHG�WKLV�RYHUO\�VKRUW�WHUP�YLHZ
E\� DUJXLQJ� WKDW� DLG� GLVEXUVHPHQW� DQG� UHFRQVWUXFWLRQ�ZRXOG� VWDOO� LI� WKH�)XQG� SHUVLVWHG

Table 4
Aid inflows for case study countries and comparison countries

Total net official development assistance (ODA) received,
1998 (net disbursements)

US$ millions As % of 1998 GNP Per capita (US$)

Case Study
Countries

Angola 335.2 9.7 27.9

Eritrea 158.2 20.6 40.8

Ethiopia 647.5 10.0 10.6

Guinea-Bissau 95.7 50.5 82.4

Mozambique 1,039.3 27.9 61.3

SSA Countries for
Comparison

Senegal 502.1 10.6 55.6

Tanzania 997.8 12.9 31.1

Uganda 470.8 7.1 22.5

Group Averages

Average for Low
Income Countries

-- 1.4 6.9

Average for UNDP
 Low Human
 Development Group -- 6.7 18.6

Source: UNDP (2000).
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ZLWK� RYHU�WLJKW� ILVFDO� FRQGLWLRQDOLW\� �+DQORQ� ������� 7KH� ,0)� KDV� EHHQ�PRUH� IOH[LEOH
RYHU�0R]DPELTXH¶V�ILVFDO�SROLF\�GXULQJ�WKH�ODVW�ILYH�\HDUV�

7KLUG��XQWLO� LQYHVWPHQWV� LQ� LPSURYLQJ� FXVWRPV� DQG� WD[� LQVWLWXWLRQV� WDNH� IXOO� HIIHFW�� DQ
RYHU�UHVWULFWLYH�ILVFDO�WDUJHW�FDQ�IRUFH�JRYHUQPHQWV�LQWR�LPSRVLQJ�JUHDWHU�WD[DWLRQ�RQ�WKH
H[LVWLQJ� WD[� EDVH� LQ�ZD\V� WKDW� KDUP� JURZWK��7UDGH� DQG� SHWUROHXP� WD[HV� DUH� WKH�PDLQ
FXOSULWV��KLJKHU�WDULIIV�UDLVH�WKH�FRVW�RI�NH\�LPSRUWV�WKHUHE\�UHGXFLQJ�SULYDWH�LQYHVWPHQW
ZKLOH�SHWUROHXP�WD[HV�UDLVH�WUDQVSRUW�FRVWV²WKHUHIRUH�FRQVWUDLQLQJ�WKH�UHYLWDOL]DWLRQ�RI
UXUDO�WUDGH��DJULFXOWXUDO�PDUNHWLQJ��DQG�IRRG�VHFXULW\��VHH�IRU�LQVWDQFH�,0)�����������RQ
8JDQGD��

)LQDOO\�� D� YHU\� WLJKW� WDUJHW� IRU� WKH� ILVFDO� GHILFLW� PD\� HQFRXUDJH� JRYHUQPHQWV� WR� NHHS
H[SHQGLWXUHV� RII� EXGJHW�� DQG� ELODWHUDO� GRQRUV� PD\� FROOXGH� LI� WKH\� FRQFOXGH� WKDW� WKH
,0)¶V� ILVFDO� IUDPHZRUN� LV� DQ� LPSHGLPHQW�� 7KLV� XQGHUPLQHV� EHWWHU� EXGJHWDU\
PDQDJHPHQW� �DQG� WKH� DGRSWLRQ� RI� VHFWRU� ZLGH� DQG� 07()� DSSURDFKHV��� DQG� WKHUHE\
UHGXFHV�WKH�IRFXV�RI�SXEOLF�PRQH\�RQ�FRUH�H[SHQGLWXUHV��,Q�JHQHUDO��WKH�HYLGHQFH�VKRZV
WKDW�RYHU�ULJLG�ILVFDO�UXOHV�DFW�DV�D�GLVLQFHQWLYH�WR�LQYHVWPHQWV�LQ�LPSURYLQJ�EXGJHWDU\
LQVWLWXWLRQV��$OHVVLQD�DQG�3HURWWL�������

��� $LG�ILQDQFLQJ

7KH�TXHVWLRQ�RI�ZKHWKHU�WKH�,0)¶V�ILVFDO�FRQGLWLRQDOLW\�LV�WRR�WLJKW�RU�QRW�SDUWO\�GHSHQGV
RQ�RXU�YLHZ�RI�KRZ�PXFK� DLG� LV� DYDLODEOH� WR� ILQDQFH�EXGJHWV��7KH� ,0)�DUJXHV� WKDW� D
ODUJH� ILVFDO� GHILFLW� H[FOXGLQJ� JUDQWV� OHDGV� WR� WKH� ULVN� RI� EHLQJ� XQDEOH� WR� ILQDQFH� FRUH
H[SHQGLWXUHV�LI�D�VXGGHQ�GRZQWXUQ�LQ�DLG�RFFXUV��RU�LI�DLG�LV�RQ�D�GRZQZDUG�WLPH�WUHQG��

Figure 4
Net ODA disbursements for Africa Region and Sub-Saharan Africa at constant prices
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$LG�FDQ�FDXVH�D�GHFOLQH� LQ�JRYHUQPHQW�VSHQGLQJ�RU�D�ZLGHQLQJ�RI� WKH�XQIXQGHG�ILVFDO
GHILFLW� LI�� IRU� H[DPSOH�� GRQRUV� IDLO� WR� GLVEXUVH� DIWHU� FRPPLWPHQW�� 7KH� ,0)� WKHUHIRUH
DGYLVHV� JRYHUQPHQWV� WR� HYHQWXDOO\� WU\� DQG� PDWFK� WKHLU� UHFXUUHQW� UHYHQXH� �ZKLFK
H[FOXGHV� WKH�RQH�RII�SURFHHGV�RI�SULYDWL]DWLRQ�� WR� WKHLU� UHFXUUHQW�H[SHQGLWXUH��$Q\�DLG
VKRUWIDOO�ZLOO�WKHUHIRUH�UHGXFH�SXEOLF�LQYHVWPHQW�DQG�HFRQRPLF�JURZWK�EXW�QRW�UHFXUUHQW
VSHQGLQJ�DQG�FRUH�VWDWH�IXQFWLRQV�

$LG� LV� FHUWDLQO\� LQ� DJJUHJDWH�GHFOLQH��QHW�RIILFLDO� ILQDQFLQJ� IRU� GHYHORSPHQW� IHOO� IURP
86�������ELOOLRQ�LQ������WR�86�������ELOOLRQ�LQ�������DQG�DLG�WR�66$�IHOO�IURP�86������
ELOOLRQ��DW�FRQVWDQW�SULFHV��LQ������WR�86��������ELOOLRQ�LQ�������VHH�)LJXUH����5DQGHO
HW�DO�� ����� DQG� 81&7$'� ������� $QG� DLG� KDV� EHHQ� D� UHODWLYHO\� XQVWDEOH� IRUP� RI
JRYHUQPHQW�ILQDQFH��VHH�*HPPHOO�DQG�0F*LOOLYUD\������RQ�WKH�HYLGHQFH��

&ULWLFV�RI�WKH�)XQG�DUJXH�WKDW�LW�LV�EHLQJ�XQGXO\�SHVVLPLVWLF�DERXW�WKH�SURVSHFWV�IRU�DLG
LQIORZV��$LG� WR�SRVW�VWDELOL]DWLRQ�HFRQRPLHV�PD\� ULVH�DV�GRQRUV� LQFUHDVLQJO\� IRFXV�RQ
FRXQWULHV�ZLWK�JRRG�SROLFLHV�DQG�D�FRPPLWPHQW�WR�SRYHUW\�UHGXFWLRQ��IRU�D�VWDWHPHQW�RI
WKLV�DUJXPHQW�VHH�WKH�UHSRUW�RI�WKH�LQGHSHQGHQW�SDQHO�RI�H[SHUWV�IRU�WKH�(6$)�HYDOXDWLRQ
LQ�,0)������������&HUWDLQO\��WKH�HYLGHQFH�RI�%XUQVLGH�DQG�'ROODU��������VXJJHVWV�WKDW
DLG�LV�RQO\�HIIHFWLYH�ZKHQ�WKH�SROLF\�HQYLURQPHQW�LV�VXSSRUWLYH��,Q������-RVHSK�6WLJOLW]
�WKH�:RUOG�%DQN¶V�FKLHI�HFRQRPLVW�DW� WKH� WLPH�� WRRN� WKH�FDVH�RI�(WKLRSLD²WKH� ODUJHVW
UHFLSLHQW� RI� %DQN� OHQGLQJ� LQ� 66$²WR� PRXQW� D� WKLQO\� GLVJXLVHG� FULWLTXH� RI� WKH� ,0)
SRVLWLRQ�RQ�ILVFDO�SROLF\�

µ)RU�WKH�ODVW�VHYHUDO�\HDUV�(WKLRSLD�KDV�UXQ�D�GHILFLW�RI�DERXW���SHU�FHQW�RI
*'3�� 6RPH� RXWVLGH� SROLF\� DGYLVHUV� ZRXOG� OLNH� (WKLRSLD� WR� ORZHU� LWV
GHILFLW��2WKHUV� KDYH� DUJXHG� WKDW� WKH� GHILFLW� LV� ILQDQFHG�E\� D� VWHDG\� DQG
SUHGLFWDEOH� LQIORZ� RI� KLJKO\� FRQFHVVLRQDO� IRUHLJQ� DVVLVWDQFH�� ZKLFK� LV
GULYHQ�QRW�E\�WKH�QHFHVVLW\�RI�ILOOLQJ�D�EXGJHW�JDS�EXW�E\�WKH�DYDLODELOLW\
RI�KLJK�UHWXUQV�WR�LQYHVWPHQW��8QGHU�WKHVH�FLUFXPVWDQFHV²DQG�JLYHQ�WKH
KLJK�UHWXUQV� WR�JRYHUQPHQW� LQYHVWPHQW� LQ� VXFK�FUXFLDO�DUHDV� DV�SULPDU\
HGXFDWLRQ� DQG� SK\VLFDO� LQIUDVWUXFWXUH� �HVSHFLDOO\� URDGV� DQG� HQHUJ\�²LW
PD\�PDNH�VHQVH� IRU� WKH�JRYHUQPHQW� WR� WUHDW� IRUHLJQ�DLG�DV�D� OHJLWLPDWH
VRXUFH� RI� UHYHQXH�� MXVW� OLNH� WD[HV�� DQG� EDODQFH� WKH� EXGJHW� LQFOXVLYH� RI
IRUHLJQ�DLG¶��6WLJOLW]�����������

,QGHHG��DV�)LJXUH���VKRZV�� WKH� WLPH�WUHQG�RI�(WKLRSLD¶V� ILVFDO�GHILFLW� H[FOXGLQJ�JUDQWV
KDV�FRQVLVWHQWO\�IDOOHQ�IURP������WR�������FRQWLQXLQJ�WKH�LPSUHVVLYH�ILVFDO�DGMXVWPHQW
RI�WKH�ILUVW�ILYH�\HDUV�RI�UHFRQVWUXFWLRQ��%HYDQ��������1HYHUWKHOHVV��GHVSLWH�WKH�VWUHQJWK
RI�6WLJOLW]¶V�SHUVSHFWLYH�� ILVFDO�SROLF\�KDV�EHHQ�RYHUWDNHQ�E\� WKH�HYHQWV�RI�ZDU�ZKLFK
KDYH� HQGDQJHUHG� WKH� VXVWDLQDELOLW\� RI� ODUJH� DLG� LQIORZV� WR� (WKLRSLD� �VHH� VHFWLRQ� ���
6XVWDLQLQJ� SHDFH� LV� WKHUHIRUH� HVVHQWLDO� WR� PDLQWDLQLQJ� DLG� LQIORZV�� ZKLFK� DUH� LQ� WXUQ
HVVHQWLDO�WR�DYRLGLQJ�DQ�XQGXO\�UHVWULFWLYH�ILVFDO�SROLF\�
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Figure 5
Ethiopia: measures of the fiscal deficit as percentages of GDP, 1985-98
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Source: World Bank (2000b).

� &RQFOXVLRQV

$Q� HIIHFWLYH� GHYHORSPHQW� VWDWH� LV� HVVHQWLDO� IRU� UHFRYHU\� IURP� ZDU�� &RPPXQLW\� DQG
SULYDWH�VHFWRU�GHYHORSPHQW�ZLOO�UHPDLQ�VWXQWHG��DQG�SRYHUW\�ZLOO�UHPDLQ�KLJK��ZLWKRXW�D
VWDWH� FDSDEOH�RI�GHVLJQLQJ�DQG� LPSOHPHQWLQJ�EURDG�EDVHG�GHYHORSPHQW� VWUDWHJLHV�� DQG
ZLWKLQ� WKH� IUDPHZRUN� RI� D� GHPRFUDF\� ZKLFK� HQVXUHV� LQGHSHQGHQW� RYHUVLJKW� RI� WKH
VWDWH¶V�DFWLRQV��7KLV�SDSHU�KDV�DUJXHG�WKDW�WKH�QHZ�VWDWH�DJHQGD�ZLOO�UHPDLQ�D�ZLVK�OLVW
XQOHVV�LW� LV�SURSHUO\�ILQDQFHG��ZKLFK� LW� LV�QRW�SUHVHQW��5HFRQVWUXFWLRQ�H[SHQGLWXUHV�DUH
KLJK�DQG�UHYHQXHV�DUH�ORZ��$IULFD¶V�FRQIOLFW�FRXQWULHV�DUH�VHYHUHO\�LQGHEWHG��DQG�GHEW�
VHUYLFH�LPSRVHV�LWV�RZQ�ILVFDO�EXUGHQ�

7KH� FRQVWUXFWLRQ� RI� D� GHYHORSPHQW� VWDWH� WKHUHIRUH� UHTXLUHV� UHIRUP� WR� WDNH� SODFH
DORQJVLGH� UHFRQVWUXFWLRQ�� 7KLV� LV� HVSHFLDOO\� HYLGHQW� LQ� WKH� DUHD� RI� ILVFDO� SROLF\�� VLQFH
PRUH� UHYHQXH� PXVW� EH� PRELOL]HG� WR� IXQG� EDVLF� VHUYLFHV�� DQG� WKH� VWUXFWXUH� RI� SXEOLF
VSHQGLQJ� PXVW� EH� FRPSUHKHQVLYHO\� UHYLHZHG� DQG� DOWHUHG� IRU� FRPPXQLWLHV� DQG� WKH
SULYDWH�VHFWRU� WR� JHW� WKH� VHUYLFHV� DQG� LQIUDVWUXFWXUH� WKDW� WKH\�PRVW� QHHG��$QG�� UHIRUP
SURYLGHV�WKH�RSSRUWXQLW\�WR�UHPRYH�GLVFULPLQDWLRQ�LQ�SXEOLF�VSHQGLQJ��E\�HWKQLFLW\�DQG
UHJLRQ�� WKDW� PD\� KDYH� FDXVHG� FRQIOLFW� �1GLNXPDQD� ������� %XW� DOWKRXJK� UHIRUP� LV
QHFHVVDU\�� LW� PXVW� EH� ZHOO�GHVLJQHG�� :H� KDYH� DUJXHG� WKDW� ,0)� ILVFDO�SROLF\
FRQGLWLRQDOLW\� FDQ� EH� RYHU�UHVWULFWLYH� IRU� SRVW�VWDELOL]DWLRQ� HFRQRPLHV�� DQG� PD\� VORZ
UHFRYHU\�DQG�LPSHGH�WKH�HIIRUWV�RI�RWKHU�GRQRUV�WR�DVVLVW�JRYHUQPHQWV��:H�PXVW�HQVXUH



��

WKDW� WKH�PDFUR�HFRQRPLF� IUDPHZRUN� LV� VXSSRUWLYH� RI� WKH� UHFRQVWUXFWLRQ� DQG� SRYHUW\�
UHGXFWLRQ�REMHFWLYHV�

,GHDOO\��WKLV�PHDQV�GHVLJQLQJ�ILVFDO�SROLF\�IURP�WKH�µVHFWRU�XS¶²LGHQWLI\LQJ�DQG�FRVWLQJ
GHYHORSPHQW�H[SHQGLWXUHV�IRU�IDVW�UHFRYHU\�DQG�SRYHUW\�UHGXFWLRQ�DQG�WKHQ�PRELOLVLQJ
GRPHVWLF� UHYHQXH�� DLG� DQG� GHEW� UHOLHI� IRU� WKH� QHFHVVDU\� UHVRXUFHV²UDWKHU� WKDQ
SURFHHGLQJ� IURP� WKH� µPDFUR�GRZQ¶� LQ� ZKLFK� WKH� ILVFDO�GHILFLW� WDUJHW� LV� VHW� ZLWK
LQVXIILFLHQW�UHJDUG�IRU�LWV�GHYHORSPHQW�FRQVHTXHQFHV��7KLV�LPSOLHV�JUHDWHU�FR�RUGLQDWLRQ
EHWZHHQ�GRQRUV�DQG�JRYHUQPHQWV²HVSHFLDOO\�EHWZHHQ�WKH�,0)�DQG�WKH�RWKHU�DFWRUV��,W
DOVR�UHTXLUHV�WKDW�ILVFDO�SROLF\�EH�SODFHG�LQ�D�JURZWK�IUDPHZRUN��&RQVHTXHQWO\��VWDUWLQJ
IURP�D�SRLQW�RI� ORZ�SRVW�ZDU� LQYHVWPHQW��DQG�SURYLGHG� WKDW� VRXQG�SXEOLF� LQYHVWPHQWV
DUH� FKRVHQ�� WKHLU� UHDOL]HG� UHWXUQV� VKRXOG� H[FHHG� WKH� FRVW� RI� ILQDQFH� �JUDQW� DLG� DQG
FRQFHVVLRQDO� ERUURZLQJ��� 7KH� WD[� EDVH� ULVHV� ZLWK� JURZWK�� DQG� PRUH� UHYHQXH� FDQ� EH
PRELOL]HG� DV� LQYHVWPHQWV� LQ� WD[� LQVWLWXWLRQV� WDNH� HIIHFW�� %XGJHW� EDODQFH� �RU� VXUSOXV�
H[FOXGLQJ�JUDQWV�LQ�IXWXUH�\HDUV�FDQ�WKHQ�RIIVHW�D�KLJK�ILVFDO�GHILFLW�LQ�WKH�HDUO\�\HDUV�RI
UHFRQVWUXFWLRQ��VR�WKDW�SXEOLF�GHEW�GRHV�QRW�UHDFK�XQVXVWDLQDEOH�OHYHOV��7R�SXW�LQ�SODFH
VXFK� D� ORQJHU�WHUP� ILVFDO� IUDPHZRUN� ZH� QHHG� WR� PRYH� EH\RQG� WKH� UHVWULFWLYH� WLPH�
IUDPHV� RI� WUDGLWLRQDO� ,0)� OHQGLQJ�� 0RUHRYHU�� WKH� ,0)¶V� ILQDQFLDO�SURJUDPPLQJ
IUDPHZRUN�LV�ODUJHO\�D�VHW�RI�DFFRXQWLQJ�LGHQWLWLHV�UDWKHU�WKDQ�D�WUXH�IRUHFDVWLQJ�PRGHO
�7DUS��������,W�LV�WKHUHIRUH�YHU\�OLPLWHG�DV�D�PHDQV�IRU�GHYLVLQJ�D�ILVFDO�IUDPHZRUN�IRU
UHFRQVWUXFWLQJ�HFRQRPLHV�ZKHQ�PXFK�RI�WKH�IXWXUH�ILVFDO�SRVLWLRQ�ZLOO�EH�GULYHQ�E\�WKH
UDWH� RI� UHWXUQ� RQ� SRVW�ZDU� LQYHVWPHQW� DQG� WKH� UHFRYHU\� RI� WKH� WD[� EDVH� �L�H�� G\QDPLF
HIIHFWV���+HQFH��PHWKRGRORJLFDO�LQQRYDWLRQ�LV�QHHGHG�WR�EXLOG�EHWWHU�ILVFDO�IUDPHZRUNV
IRU�SRVW�FRQIOLFW�HFRQRPLHV�

%XW� RI� FRXUVH� SXWWLQJ� LQ� SODFH� D� ORQJHU�WHUP� SROLF\� IUDPHZRUN� LV� RQO\� SRVVLEOH� LQ
FRXQWULHV� ZKRVH� JRYHUQPHQWV� DUH� FRPPLWWHG� WR� ILVFDO� UHVSRQVLELOLW\�� DQG� LQ� ZKLFK
DSSURSULDWH� LQVWLWXWLRQV� DUH� EHLQJ� EXLOW�� $V� $GGLVRQ� �����D�� DUJXHV�� FRXQWULHV
FKDUDFWHULVHG�E\�FRQIOLFW�VXIIHU�IURP�ULVLQJ�XQFHUWDLQW\�LQ�ZKLFK�WKH�LQFHQWLYHV�WR�EXLOG
EHWWHU� LQVWLWXWLRQV²LQFOXGLQJ� WKH� LQFHQWLYHV�RI� VWDWH� DFWRUV²DUH�HURGHG��7KHUHIRUH� WKH
HFRQRPLFV� RI� ILVFDO� SROLF\� FDQQRW� EH� VHHQ� LQ� DEVWUDFWLRQ� IURP� WKH� SROLWLFDO� PHDVXUHV
QHFHVVDU\� WR� VHFXUH�GHPRFUDWL]DWLRQ�DQG� WR� HQG�ZDU��)RU�GRQRUV�� WKLV� LPSOLHV� D� FORVHU
LQWHJUDWLRQ�RI�DLG�WR�HFRQRPLF�UHIRUP�ZLWK�DVVLVWDQFH�WR�GHPRFUDWL]DWLRQ��D�JUHDWHU�IRFXV
RQ� SHDFHNHHSLQJ� WR� ORZHU� LQVHFXULW\� DQG� WKHUHE\� LQFUHDVH� WKH� HIIHFWLYHQHVV� RI
GHYHORSPHQW�DLG��DQG�PRUH�DLG�DQG�GHEW� UHOLHI� IRU� VWDWHV� WKDW�DUH� FRPPLWWHG� WR�EURDG�
EDVHG�UHFRQVWUXFWLRQ�DQG�SRYHUW\�UHGXFWLRQ�

5HIHUHQFHV

$GDXWD� GH� 6RXVD��0��� 7RQ\�$GGLVRQ�� %M|UQ� (NPDQ� DQG�cVD� 6WHQPDQ� �������� µ)URP
+XPDQLWDULDQ� $VVLVWDQFH� WR� 3RYHUW\� 5HGXFWLRQ� LQ� $QJROD¶�� 'LVFXVVLRQ� 3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

$GGLVRQ��7����������µ(YDOXDWLQJ�WKH�3RYHUW\� ,PSDFW�RI�3URJUDPPH�$LG¶�� ,'6�%XOOHWLQ�
��������������

$GGLVRQ��7����������µ$LG�DQG�&RQIOLFW¶��LQ�)��7DUS��HG���)RUHLJQ�$LG�DQG�'HYHORSPHQW�
/RQGRQ��5RXWOHGJH����������



��

$GGLVRQ��7�������D���µ5HFRQVWUXFWLRQ�IURP�:DU�LQ�$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� 2OLYHU� 0RUULVVH\� �HGV��� (YDOXDWLQJ
(FRQRPLF�/LEHUDOL]DWLRQ��/RQGRQ��0DFPLOODQ����������

$GGLVRQ�� 7�� DQG� 9�� *LQMD� �������� µ(QVXULQJ� 3RYHUW\� 5HGXFWLRQ� LQ� 0R]DPELTXH¶�
+HOVLQNL��818�:,'(5��ZZZ�ZLGHU�XQX�HGX��

$GGLVRQ��7���3��/H�%LOORQ��DQG�6��0��0XUVKHG���������µ2Q�WKH�(FRQRPLF�0RWLYDWLRQ�IRU
&RQIOLFW� LQ� $IULFD¶�� 3DSHU� SUHVHQWHG� DW� WKH� $QQXDO� :RUOG� %DQN� &RQIHUHQFH� RQ
'HYHORSPHQW�(FRQRPLFV��3DULV��-XQH�

$GGLVRQ�� 7�� DQG� /�� 1GLNXPDQD� �������� µ6HHNLQJ� $IULFDQ� 6ROXWLRQV� WR� $IULFDQ
3UREOHPV¶��+HOVLQNL��818�:,'(5��ZZZ�ZLGHU�XQX�HGX��

$OHVLQD��$��DQG�5��3HURWWL���������µ)LVFDO�'LVFLSOLQH�DQG�WKH�%XGJHW�3URFHVV¶��$PHULFDQ
(FRQRPLF�5HYLHZ������������������

$XW\��5���HG�����������5HVRXUFH�$EXQGDQFH�DQG�(FRQRPLF�'HYHORSPHQW��IRUWKFRPLQJ��
2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�IRU�818�:,'(5�

%HYDQ��'����������µ)LVFDO�$VSHFWV�RI�WKH�7UDQVLWLRQ�IURP�:DU�WR�3HDFH¶��:RUNLQJ�3DSHU
������&HQWUH�IRU�WKH�6WXG\�RI�$IULFDQ�(FRQRPLHV��8QLYHUVLW\�RI�2[IRUG�

%HYDQ�� 'DYLG� �������� µ7KH� )LVFDO� 'LPHQVLRQV� RI� (WKLRSLD¶V� 7UDQVLWLRQ� DQG
5HFRQVWUXFWLRQ¶��'LVFXVVLRQ�3DSHU��IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

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

%OHDQH\��0���1��*HPPHOO�� DQG�'��*UHHQDZD\� �������� µ7D[�5HYHQXH� ,QVWDELOLW\��ZLWK
3DUWLFXODU�5HIHUHQFH�WR�6XE�6DKDUDQ�$IULFD¶��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV���������
��������

%XUQVLGH��&��DQG�'��'ROODU���������µ$LG��3ROLFLHV�DQG�*URZWK¶��3ROLF\�5HVHDUFK�3DSHU
������:DVKLQJWRQ�'&��:RUOG�%DQN�

&ROOHWWD��1��-���0��.RVWQHU��DQG�,��:LHGHUKRIHU� �������� µ&DVH�6WXGLHV� LQ�:DU�WR�3HDFH
7UDQVLWLRQ�� 7KH� 'HPRELOL]DWLRQ� DQG� 5HLQWHJUDWLRQ� RI� ([�&RPEDWDQWV� LQ� (WKLRSLD�
1DPLELD�� DQG� 8JDQGD¶�� 'LVFXVVLRQ� 3DSHU� ���� �$IULFD� 7HFKQLFDO� 'HSDUWPHQW
6HULHV��:DVKLQJWRQ�'&��:RUOG�%DQN�

&RROLGJH��-��DQG�6��5RVH�$FNHUPDQ���������µ+LJK�/HYHO�5HQW�6HHNLQJ�DQG�&RUUXSWLRQ
LQ� $IULFDQ� 5HJLPHV�� 7KHRU\� DQG� &DVHV¶�� 3ROLF\� 5HVHDUFK� :RUNLQJ� 3DSHU� �����
:DVKLQJWRQ�'&��:RUOG�%DQN�

&URZQ�$JHQWV���������µ0R]DPELTXH�&XVWRPV�5HIRUP�3URMHFW�([WHQGHG¶��3UHVV�5HOHDVH
�KWWS���ZZZ�FURZQDJHQWV�FRP�GHIDXOW��KWP��

'DQLHO� $\DOHZ�� 6WHIDQ� 'HUFRQ� DQG� 3UDPLOD� .ULVKQDQ� �������� µ'HPRELOL]DWLRQ�� /DQG
DQG� +RXVHKROG� /LYHOLKRRGV�� /HVVRQV� IURP� (WKLRSLD¶�� 5,3� ���� +HOVLQNL�� 818�
:,'(5��'HFHPEHU��



��

'DWW��*���.�� 6LPOHU�� 6��0XNKHUMHH�� DQG�*��'DYD� �������� µ'HWHUPLQDQWV� RI� 3RYHUW\� LQ
0R]DPELTXH�� �������¶��'LVFXVVLRQ�3DSHU� ����:DVKLQJWRQ�'&�� ,QWHUQDWLRQDO�)RRG
3ROLF\�5HVHDUFK�,QVWLWXWH��)RRG�&RQVXPSWLRQ�DQG�1XWULWLRQ�'LYLVLRQ�

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

(,8� �������� *XLQHD�%LVVDX�� &RXQWU\� 5HSRUW�� �VW� 4XDUWHU�� /RQGRQ�� 7KH� (FRQRPLVW
,QWHOOLJHQFH�8QLW�

)RVWHU��0���-��+HDOH\��0��0DUWLQ��DQG�+��:KLWH��������� µ/LQNLQJ�+,3&�,,�'HEW�5HOLHI
ZLWK�3RYHUW\�5HGXFWLRQ�DQG�:LGHU�$LG� ,VVXHV��6RPH�5HIOHFWLRQV�DQG�6XJJHVWLRQV¶�
/RQGRQ��2YHUVHDV�'HYHORSPHQW�,QVWLWXWH����$XJXVW��

)RVWHU��0���$��1RUWRQ��$��%URZQ��DQG�)��1DVFKROG���������µ7KH�6WDWXV�RI�6HFWRU�:LGH
$SSURDFKHV��$�)UDPHZRUN�3DSHU¶��/RQGRQ��2YHUVHDV�'HYHORSPHQW�,QVWLWXWH��&HQWUH
IRU�$LG�DQG�3XEOLF�([SHQGLWXUH��3UHSDUHG�IRU�WKH�PHHWLQJ�RI�WKH�/LNH�PLQGHG�'RQRU
:RUNLQJ�*URXS�RQ�6HFWRU�:LGH�$SSURDFKHV��'XEOLQ������)HEUXDU\�

)UDQFR�5RGULJXH]��6���0��0F*LOOLYUD\�� DQG�2��0RUULVVH\� �������� µ$LG� DQG� WKH�3XEOLF
6HFWRU� LQ� 3DNLVWDQ�� (YLGHQFH� ZLWK� (QGRJHQRXV� $LG¶�� &HQWUH� IRU� 5HVHDUFK� LQ
(FRQRPLF�'HYHORSPHQW�DQG�,QWHUQDWLRQDO�7UDGH��8QLYHUVLW\�RI�1RWWLQJKDP��&5(',7
5HVHDUFK�3DSHU�1R�������

*HPPHOO��1��DQG�0��0F*LOOLYUD\���������µ$LG�DQG�7D[�,QVWDELOLW\�DQG�WKH�*RYHUQPHQW
%XGJHW� &RQVWUDLQW� LQ� 'HYHORSLQJ� &RXQWULHV¶�� 5HVHDUFK� 3DSHU� ������ &HQWUH� IRU
5HVHDUFK� LQ� (FRQRPLF� 'HYHORSPHQW� DQG� ,QWHUQDWLRQDO� 7UDGH�� 8QLYHUVLW\� RI
1RWWLQJKDP�

*LONHV��3���DQG�0��3ODXW���������µ7KH�:DU�LQ�WKH�+RUQ��WKH�&RQIOLFW�EHWZHHQ�(ULWUHD�DQG
(WKLRSLD¶��'LVFXVVLRQ�3DSHU�����/RQGRQ��7KH�5R\DO�,QVWLWXWH�RI�,QWHUQDWLRQDO�$IIDLUV�

*20��*RYHUQPHQW�RI�0R]DPELTXH����������µ0R]DPELTXH��,QWHULP�3RYHUW\�5HGXFWLRQ
6WUDWHJ\� 3DSHU� �,3563�²,QFRUSRUDWLQJ� WKH� $FWLRQ� 3ODQ� IRU� WKH� 5HGXFWLRQ� RI
$EVROXWH� 3RYHUW\� �3$53$�¶�� 0DSXWR�� *RYHUQPHQW� RI� 0R]DPELTXH�� ��� )HEUXDU\
�KWWS���ZZZ��ZRUOGEDQN�RUJ�SUVS��

*XSWD�� 6��� /�� GH� 0HOOR�� DQG� 5�� 6KDUDQ� �������� µ&RUUXSWLRQ� DQG� 0LOLWDU\� 6SHQGLQJ¶�
:RUNLQJ�3DSHU��������:DVKLQJWRQ�'&��,QWHUQDWLRQDO�0RQHWDU\�)XQG�

*\LPDK�%UHPSRQJ��.����������µ,V�WKH�7UDGH�RII�EHWZHHQ�'HIHQFH�6SHQGLQJ�DQG�6RFLDO
:HOIDUH�DQ� ,OOXVLRQ"��6RPH�(YLGHQFH� IURP�7URSLFDO�$IULFD¶��(DVW�$IULFD�(FRQRPLF
5HYLHZ�����������

+DLOH�.HEUHW�7D\H���������µ0LOLWDU\�([SHQGLWXUHV�DQG�(FRQRPLF�3HUIRUPDQFH��/HVVRQV
IURP�WKH�(WKLRSLDQ�(FRQRP\¶��(WKLRSLDQ�-RXUQDO�RI�(FRQRPLFV��������

+DQORQ�� -�� �������� 3HDFH� ZLWKRXW� 3URILW�� +RZ� WKH� ,0)� %ORFNV� 5HEXLOGLQJ� LQ
0R]DPELTXH��/RQGRQ��-DPHV�&XUUH\�DQG�+HLQHPDQQ�

+DQVVRQ��*|WH���������µ%XLOGLQJ�1HZ�6WDWHV��/HVVRQV�IURP�(ULWUHD¶��'LVFXVVLRQ�3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�



��

+HDOH\�� -��� 0�� )RVWHU�� $�� 1RUWRQ�� DQG� '�� %RRWK� �������� µ7RZDUGV� 1DWLRQDO� 3XEOLF
([SHQGLWXUH� 6WUDWHJLHV� IRU� 3RYHUW\� 5HGXFWLRQ¶�� /RQGRQ�� 2YHUVHDV� 'HYHORSPHQW
,QVWLWXWH��3RYHUW\�%ULHILQJ�1R����

,0)� �������� µ(ULWUHD�� 6HOHFWHG� ,VVXHV¶�� 6WDII� &RXQWU\� 5HSRUW� �������:DVKLQJWRQ� '&�
,QWHUQDWLRQDO�0RQHWDU\�)XQG�

,0)� �������� ([WHUQDO� (YDOXDWLRQ� RI� WKH� (6$)�� 5HSRUW� E\� D� *URXS� RI� ,QGHSHQGHQW
([SHUWV��:DVKLQJWRQ�'&��,0)�

,0)���������:RUOG�(FRQRPLF�2XWORRN��:DVKLQJWRQ�'&��,0)��2FWREHU��

,0)� �������� µ+HDYLO\� ,QGHEWHG� 3RRU� &RXQWULHV� �+,3&�� ,QLWLDWLYH�� &RXQWU\
,PSOHPHQWDWLRQ�6WDWXV�1RWHV¶��:DVKLQJWRQ�'&��,0)�����6HSWHPEHU��ZZZ�LPI�RUJ��

,0)�,'$� �������� µ5HSXEOLF� RI� 0R]DPELTXH�� 'HFLVLRQ� 3RLQW� 'RFXPHQW� IRU� WKH
(QKDQFHG� +HDYLO\� ,QGHEWHG� 3RRU� &RXQWULHV� �+,3&�� ,QLWLDWLYH¶�� :DVKLQJWRQ� '&�
,QWHUQDWLRQDO� 0RQHWDU\� )XQG� DQG� WKH� ,QWHUQDWLRQDO� 'HYHORSPHQW� $VVRFLDWLRQ�� ��
0DUFK��ZZZ�LPI�RUJ��

.LOOLFN��7��ZLWK�5��*XQDWLODND�DQG�$��0DUU� ��������$LG�DQG� WKH�3ROLWLFDO�(FRQRP\�RI
3ROLF\�&KDQJH��/RQGRQ��5RXWOHGJH�

.RYVWHG�� -HQV� DQG� )LQQ� 7DUS� �������� µ*XLQHD�%LVVDX�� :DU�� 5HFRQVWUXFWLRQ� DQG
5HIRUP¶��:RUNLQJ�3DSHU�1R�������+HOVLQNL��818�:,'(5��1RYHPEHU��

/HLWH��&��DQG�-��:HLGPDQQ��������� µ'RHV�0RWKHU�1DWXUH�&RUUXSW"�1DWXUDO�5HVRXUFHV�
&RUUXSWLRQ�� DQG� (FRQRPLF� *URZWK¶�� :RUNLQJ� 3DSHU� ������� :DVKLQJWRQ� '&�
,QWHUQDWLRQDO�0RQHWDU\�)XQG�

0DUVKDOO�� .�� �������� µ5HJLRQDO� 'HYHORSPHQW� 6WUDWHJLHV� DQG� &KDOOHQJHV�� 6RPH
(FRQRPLF� DQG� 6RFLDO� 8QGHUSLQQLQJV¶�� LQ� 5�� 5RWEHUJ� DQG� *��0LOOV� �HGV��:DU� DQG
3HDFH� LQ� 6RXWKHUQ� $IULFD�� :DVKLQJWRQ� '&�� %URRNLQJV� ,QVWLWXWLRQ� 3UHVV� DQG� WKH
:RUOG�3HDFH�)RXQGDWLRQ����������

0DXUR�� 3�� �������� µ&RUUXSWLRQ� DQG� WKH� &RPSRVLWLRQ� RI� *RYHUQPHQW� ([SHQGLWXUH¶�
-RXUQDO�RI�3XEOLF�(FRQRPLFV��������������

0RKDPPHG�� 1�� DQG� $�� 6XOHLPDQ� �������� µ%XGJHWDU\� 7UDGH�2IIV� LQ� (WKLRSLD�� �����
����¶��(WKLRSLDQ�-RXUQDO�RI�(FRQRPLFV���������������

0RKDPPHG�� 1�� $�� /�� DQG� -�� .�� 7KLVHQ� �������� µ7KH� (FRQRPLFV� RI� 'LVDUPDPHQW� LQ
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5ZDQGD¶��+HOVLQNL��818�:,'(5��3DSHU�SUHSDUHG�IRU� WKH�818�:,'(5�SURMHFW�RQ
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818�:RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�
ZDV� HVWDEOLVKHG� E\� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� DV� LWV� ILUVW� UHVHDUFK� DQG
WUDLQLQJ�FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL��)LQODQG�LQ�������7KH�SXUSRVH�RI
WKH�,QVWLWXWH�LV�WR�XQGHUWDNH�DSSOLHG�UHVHDUFK�DQG�SROLF\�DQDO\VLV�RQ�VWUXFWXUDO
FKDQJHV� DIIHFWLQJ� WKH� GHYHORSLQJ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WR� SURYLGH� D
IRUXP� IRU� WKH� DGYRFDF\� RI� SROLFLHV� OHDGLQJ� WR� UREXVW�� HTXLWDEOH� DQG
HQYLURQPHQWDOO\� VXVWDLQDEOH� JURZWK�� DQG� WR� SURPRWH� FDSDFLW\� VWUHQJWKHQLQJ
DQG� WUDLQLQJ� LQ� WKH� ILHOG� RI� HFRQRPLF� DQG� VRFLDO� SROLF\�PDNLQJ�� ,WV� ZRUN� LV
FDUULHG�RXW�E\�VWDII�UHVHDUFKHUV�DQG�YLVLWLQJ�VFKRODUV�LQ�+HOVLQNL�DQG�WKURXJK
QHWZRUNV�RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
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&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�
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