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�8QLYHUVLW\�RI�)ORUHQFH���%DUQDUG�&ROOHJH��&ROXPELD�8QLYHUVLW\

7KLV�VWXG\�KDV�EHHQ�SUHSDUHG�ZLWKLQ�WKH�818�:,'(5�SURMHFW�RQ�5LVLQJ�,QFRPH�,QHTXDOLW\�DQG�3RYHUW\
5HGXFWLRQ�� $UH� 7KH\� &RPSDWLEOH"�� MRLQWO\� VSRQVRUHG� E\� 818�:,'(5� DQG� WKH� 8QLWHG� 1DWLRQV
'HYHORSPHQW�3URJUDPPH��81'3���DQG�GLUHFWHG�E\�3URIHVVRU�*LRYDQQL�$QGUHD�&RUQLD�

818�:,'(5� JUDWHIXOO\� DFNQRZOHGJHV� WKH� ILQDQFLDO� FRQWULEXWLRQ� WR� WKH� SURMHFW� E\� WKH�*RYHUQPHQW� RI
6ZHGHQ��6ZHGLVK�,QWHUQDWLRQDO�'HYHORSPHQW�&RRSHUDWLRQ�$JHQF\±6LGD��

'LVFXVVLRQ�3DSHU�1R��������

7KH�,PSDFW�RI�$GMXVWPHQW�5HODWHG
6RFLDO�)XQGV�RQ�,QFRPH�'LVWULEXWLRQ
DQG�3RYHUW\

*LRYDQQL�$QGUHD�&RUQLD��DQG�6DQMD\�5HGG\�

0D\�����

$EVWUDFW
7KLV� VWXG\� HYDOXDWHV� WKH� LPSDFW� RI� WKH� RYHU� VHYHQW\� 6RFLDO� )XQGV� �6)V�� ZKLFK� ZHUH
LQWURGXFHG� VLQFH� WKH�PLG�����V� WR� RIIVHW� WKH� VXUJH� LQ� SRYHUW\� VSXUUHG� E\� DGMXVWPHQW�
6)V�EHQHILWHG�IURP�JUHDWHU�YLVLELOLW\�DQG�ILQDQFLDO�VXSSRUW�E\�WKH�GRQRU�FRPPXQLW\�WKDQ
WUDGLWLRQDO� VRFLDO� VHFXULW\� SURJUDPPHV�� DQG� UDLVHG� H[SHFWDWLRQV� DERXW� DPHOLRUDWLQJ
OLYLQJ� FRQGLWLRQV� LQ� PDQ\� GHYHORSLQJ� FRXQWULHV�� 1RWZLWKVWDQGLQJ� WKH� JUHDWHU
DGPLQLVWUDWLYH� IOH[LELOLW\� WKH\� HQMR\HG�� DQG� WKHLU� IDLUO\� UDSLG� LPSOHPHQWDWLRQ�� 6)V
SOD\HG�D�PLQRU� UROH� LQ� UHGXFLQJ� WKH�QXPEHU�RI�XQHPSOR\HG�� DGMXVWPHQW��DQG�FKURQLF�
SRRU��DQG�LQ�UHYHUVLQJ�DGYHUVH�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ��7KLV�ZDV�PDLQO\�GXH�WR
WKH� OLPLWHG� IXQGLQJ� WKH\� UHFHLYHG� DV� ZHOO� DV� WR� WDUJHWLQJ�� VHTXHQFLQJ�� DQG� FRVW�
HIIHFWLYHQHVV�SUREOHPV��$OO�LQ�DOO��6)V�KDYH�SURYHQ�WR�EH�QR�SDQDFHD��*UHDWHU�LPSDFW�RQ
SRYHUW\� ZRXOG� KDYH� UHTXLUHG� JUHDWHU� UHVRXUFHV�� PRUH� SHUPDQHQW� UHOLHI� VWUXFWXUHV�
LPSURYHG� SODQQLQJ� DQG� WDUJHWLQJ� DQG� EHWWHU� WLPLQJ� LQ� UHODWLRQ� WR� WKH� FXWV� HQWDLOHG� E\
DGMXVWPHQW�� 0RVW� RI� DOO�� SXEOLF� SROLF\� RXJKW� WR� KDYH� IRVWHUHG� JUHDWHU� FRQJUXHQFH
EHWZHHQ�WKH�REMHFWLYHV�RI�PDFURHFRQRPLF�VWDELOLW\�DQG�VRFLDO�SURWHFWLRQ�

.H\ZRUGV��ILVFDO�SROLF\��SXEOLF�H[SHQGLWXUHV��LQYHVWPHQW�DQG�ILQDQFH��WD[DWLRQ��ZHOIDUH
SURJUDPPHV��SURYLVLRQ�DQG�HIIHFW�RI�ZHOIDUH�SURJUDPPHV

-(/�FODVVLILFDWLRQ��(����+����,��





�

,QWURGXFWLRQ

7KH� HUXSWLRQ� RI� WKH� $VLDQ� FULVLV� KDV� RQFH� PRUH� EURXJKW� WR� WKH� IRUH� WKH� ODUJH� VRFLDO
LPSDFW�RI�LOO�GHVLJQHG�PDFURHFRQRPLF�SROLFLHV��0RVW�SRYHUW\�DQG�LQHTXDOLW\�KDYH�GHHS
URRWHG� FDXVHV� ZKLFK� FDQ� EH� UHPRYHG� RQO\� E\� VWUXFWXUDO� �DQG� E\� QHFHVVLW\� VORZ�
LQWHUYHQWLRQV� VXFK� DV� ODQG� UHGLVWULEXWLRQ�� HGXFDWLRQDO� H[SDQVLRQ�� WKH�PRGHUQL]DWLRQ� RI
WKH�WD[�V\VWHP��DQG�FKDQJHV�LQ�WKH�LQVWLWXWLRQDO�VWUXFWXUH�RI�FUHGLW�DQG�SURSHUW\�PDUNHWV�
+RZHYHU��DSDUW�IURP�WKHVH�GHHS�VHDWHG�SKHQRPHQD�� LW� LV�QRZ�LQFUHDVLQJO\�HYLGHQW� WKDW
VWUXFWXUDO�DGMXVWPHQW��SUHPDWXUH�ILQDQFLDO�OLEHUDOL]DWLRQ�DQG�XQJXLGHG�JOREDOL]DWLRQ�FDQ
H[DFHUEDWH�SRYHUW\�E\�LQGXFLQJ�SURWUDFWHG�UHFHVVLRQV�DQG�PDFURHFRQRPLF�LQVWDELOLW\�

%\�QRZ�LW�LV�EURDGO\�UHFRJQL]HG�WKDW�WKHVH�SROLFLHV²VWLOO�YLHZHG�E\�PDQ\�HFRQRPLVWV�DV
HIILFLHQW�DQG�HYHQ�HTXLWDEOH�RYHU�WKH�ORQJ�WHUP²FDQ�EH�WKH�FDXVH�RI�ODUJH�LQFUHDVHV�LQ
SRYHUW\�DQG�LQHTXDOLW\�RYHU�WKH�VKRUW�WHUP�DQG��LQ�VRPH�FDVHV��RYHU�WKH�ORQJ�WHUP��2QH
RI�WKH�GRPLQDQW�UHVSRQVHV�WR�WKHVH�QHZ�SUREOHPV�RQ�WKH�SDUW�RI� WKH� LQVWLWXWLRQV�ZKLFK
KDYH� PRVW� DGYRFDWHG� WKHVH� SROLF\� FKDQJHV� KDV� EHHQ� WKH� HVWDEOLVKPHQW� RI� WHPSRUDU\
VRFLDO�VDIHW\�QHWV�RI�D�VSHFLILF�NLQG��7KHVH�WHPSRUDU\�VRFLDO�VDIHW\�QHWV��NQRZQ�DV�6RFLDO
)XQGV� �6)V�� KHUHDIWHU�� KDYH� EHFRPH� D� SULPH�SROLF\� FKRLFH� IRU� RIIVHWWLQJ� WKH� QHJDWLYH
VRFLDO� LPSDFW� RI� SROLF\� UHIRUP�� ,QGHHG�� µVWUHQJWKHQLQJ� RI� DGMXVWPHQW�UHODWHG� VRFLDO
VDIHW\�QHWV¶²DV�RSSRVHG�WR�WKH�GHYHORSPHQW�RI�SHUPDQHQW�VRFLDO�SURWHFWLRQ�V\VWHPV�RU
WKH�LQWURGXFWLRQ�RI�DGMXVWPHQW�DSSURDFKHV�ZLWK�D�PLOGHU�GLVWULEXWLYH�LPSDFW²LV�RQH�RI
WKH�SLOODUV�RI�WKH�FXUUHQW�DSSURDFK�WR�SROLF\�UHIRUP�

,W� LV�DFFRUGLQJO\�SDUDPRXQW�WR�DVVHVV�WKH�H[WHQW� WR�ZKLFK� WKHVH�SURJUDPPHV�FRQVWLWXWH
DQ� HIILFLHQW� DQWLGRWH� WR� WKH� SUREOHPV� RI� LQFUHDVLQJ� SRYHUW\� DQG� LQHTXDOLW\� RIWHQ
DVVRFLDWHG�ZLWK�SROLF\�UHIRUP��7KLV�DVVHVVPHQW��KRZHYHU��LV�IUDXJKW�ZLWK�SUREOHPV��QRW
OHDVW� EHFDXVH� GXULQJ� WKHLU� FRPSDUDWLYHO\� EULHI� H[LVWHQFH�� WKHLU� REMHFWLYHV�� PDLQ
DFWLYLWLHV��WDUJHW�SRSXODWLRQ��IXQGLQJ�SDWWHUQV�DQG�LQVWLWXWLRQDO�VHW�XS�KDYH�FRQWLQXRXVO\
HYROYHG�� 7KHLU� LPSDFW� DOVR� YDULHV� LQ� UHODWLRQ� WR� WKH� VWUHQJWK� RI� WKH� VRFLDO� SURWHFWLRQ
V\VWHPV�LQKHULWHG�IURP�WKH�SUH�DGMXVWPHQW�HUD��DQG�WR�WKH�LPSDFW�RI�DGMXVWPHQW�SROLFLHV
WKHPVHOYHV�ZKLFK��LQ�WXUQ��KDYH�HQMR\HG�YDU\LQJ�GHJUHHV�RI�VXFFHVV�LQ�GLIIHUHQW�FRXQWU\
VHWWLQJV��)LQDOO\�� V\VWHPDWLF�GDWD�RQ� VRFLDO� IXQG�SHUIRUPDQFH� DUH� VWLOO� YHU\� GLIILFXOW� WR
ILQG��

'HVSLWH�WKHVH�PHWKRGRORJLFDO�GLIILFXOWLHV��WKLV�SDSHU�DUJXHV�WKDW�PRVW�6)V²SDUWLFXODUO\
WKRVH� RI� WKH� ILUVW� JHQHUDWLRQ� DQG� WKRVH� GHYHORSHG� LQ� VXE�6DKDUDQ� $IULFD²DURXVHG
PLVSODFHG� H[SHFWDWLRQV� EXW� SOD\HG� D� PLQRU� UROH� LQ� FRQWDLQLQJ� XQHTXDOL]LQJ� SUHVVXUHV
DULVLQJ� IURP� SROLF\� UHIRUP� DQG� LQ� UHGXFLQJ� WKH� QXPEHU� RI� XQHPSOR\HG�� µDGMXVWPHQW
SRRU¶�DQG�µFKURQLF�SRRU¶��,Q�DGGLWLRQ��WKH�HPSKDVLV�SODFHG�RQ�VKRUW�WHUP�6)V�PD\�KDYH
GLYHUWHG�UHVRXUFHV�DQG�WKH�DWWHQWLRQ�RI�SROLF\PDNHUV�IURP�WKH�H[WHQVLRQ�DQG�UHIRUP�RI
WUDGLWLRQDO�IRUPDO�VRFLDO�VHFXULW\�DUUDQJHPHQWV�

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

� 7KLV�JDS�LV�EHLQJ�EHODWHGO\�DQG�JUDGXDOO\�EHLQJ�UHPHGLHG� WKURXJK�VWXGLHV�VXFK�DV� WKH�µ6RFLDO�)XQGV
����� ,PSDFW� (YDOXDWLRQ¶� �VHH� :RUOG� %DQN� ������� FRPSUHKHQVLYH� UHVXOWV� IURP� ZKLFK� ZHUH� QRW
DYDLODEOH�DW�WKH�WLPH�RI�ZULWLQJ�RI�WKLV�SDSHU�
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� +LVWRULFDO�FRQWH[W�OHDGLQJ�WR�WKH�PDVV�LQWURGXFWLRQ�RI�6RFLDO�)XQGV

7KH�����V�DQG�����V�FDQ�EH�GHVFULEHG�DV�µGHFDGHV�RI�SROLF\� UHIRUP¶��7KH�ZLGHVSUHDG
EDODQFH� RI� SD\PHQWV� FULVHV� RI� ��������� WKH� GHEW� FULVLV� RI� WKH� PLG�����V�� WKH
VLPXOWDQHRXV�VKLIW�RI�WKH�:RUOG�%DQN�WR�VWUXFWXUDO�DGMXVWPHQW�OHQGLQJ��DQG�WKH�ZDYH�RI
UHVWUXFWXULQJ�DQG�SULYDWL]DWLRQ�SURJUDPPHV�LQWURGXFHG�LQ�WKH�IRUPHU�VRFLDOLVW�HFRQRPLHV
RI� (XURSH� ZHUH� WKH� PDLQ� IDFWRUV� OHDGLQJ� WR� D� UDSLG� LQFUHDVH� LQ� VWDELOL]DWLRQ� DQG
VWUXFWXUDO� DGMXVWPHQW� SURJUDPPHV��$� URXJK� LGHD� RI� WKH� LQWHQVLW\� RI� WKLV� HIIRUW� FDQ� EH
JUDVSHG�IURP�WKH�QXPEHU�RI�DGMXVWPHQW�SURJUDPPHV�FDUULHG�RXW�ZLWK�WKH�DVVLVWDQFH�RI
WKH�%UHWWRQ�:RRGV�,QVWLWXWLRQV��%:,��GXULQJ�WKLV�SHULRG��ZKLOH�LQ�WKH�����V�WKH�QXPEHU
RI�FRXQWULHV� LQLWLDWLQJ�SURJUDPPHV�ZLWK�WKH�VXSSRUW�RI� WKH� ,0)�DYHUDJHG�DERXW����SHU
\HDU��LW�LQFUHDVHG�IURP����WR����EHWZHHQ����������&RUQLD�HW�DO�������������$V�D�UHVXOW��LQ
WKH� ����V�� WKH� /DWLQ� $PHULFDQ� FRXQWULHV� XQGHUWRRN� DQ� DYHUDJH� RI� VL[� DGMXVWPHQW
SURJUDPPHV�ZLWK� WKH� DVVLVWDQFH� RI� WKH� %:,�� ZKLOH� -DPDLFD��0H[LFR� DQG� &RVWD� 5LFD
XQGHUWRRN�EHWZHHQ���DQG����HDFK��/LNHZLVH��LQ�WKH�����V��WKH�$IULFDQ�QDWLRQV�LQLWLDWHG
DQ�DYHUDJH�RI�VHYHQ�DGMXVWPHQW�SURJUDPPHV��ZLWK�6HQHJDO��.HQ\D��0DXULWLXV�DQG�&{WH
G¶,YRLUH� XQGHUWDNLQJ� EHWZHHQ� ��� DQG� ��� �-HVSHUVHQ� ������ 7DEOH� ������ 7KH� HIIRUW� DW
SROLF\�UHIRUP�DFFHOHUDWHG�LQ�WKH�����V�ZLWK�WKH�RQVHW�RI�WKH�WUDQVLWLRQ�DQG�WKH�H[SORVLRQ
RI�WKH�µ$VLDQ�FULVLV¶�

7KH� SRYHUW\�� GLVWULEXWLYH� DQG� JURZWK� LPSDFW� RI� WKHVH� UHIRUP� SURJUDPPHV� UHPDLQV
FRQWURYHUVLDO��'XULQJ�WKH�ILUVW�KDOI�RI�WKH�����V��DGMXVWPHQW�IRFXVHG�PDLQO\�RQ�UHVWRULQJ
PDFURHFRQRPLF�EDODQFH��DV�WKH�%:,�H[SHFWHG�WKDW�WKLV�ZRXOG�OHDG�WR�D�UDSLG�UHVXPSWLRQ
RI�JURZWK�DQG�SRYHUW\�DOOHYLDWLRQ��,W�VRRQ�EHFDPH�DSSDUHQW��KRZHYHU��WKDW�UHVXPSWLRQ�RI
JURZWK� ZRXOG� WDNH� ORQJHU� WKDQ� LQLWLDOO\� H[SHFWHG�� WKDW� DGMXVWPHQW� FDXVHG� DW� OHDVW� D
WHPSRUDU\� LQFUHDVH� LQ� SRYHUW\� DQG� LQHTXDOLW\� DQG� WKDW�� LQ� WKH� LQWHULP��PHDVXUHV� ZHUH
QHHGHG� WR� RIIVHW� WKHVH� VRFLDO� FRVWV� �:RUOG� %DQN� ������� ,Q� ������ WKH� :RUOG� %DQN
����������� IRUPDOO\� DFNQRZOHGJHG� WKH� QHHG� WR� GHYHORS� VSHFLDO� PHDVXUHV� IRU� VRFLDO
SURWHFWLRQ�WR�DFFRPSDQ\�DQ�XQDOWHUHG�DSSURDFK�WR�DGMXVWPHQW��7KH�µ6RFLDO�)XQGV¶�ZHUH
WKH�PRVW�SURPLQHQW�VXFK�PHDVXUH�

6WDUWLQJ� IURP� ������ D� IHZ� GHYHORSLQJ� FRXQWULHV� VWDUWHG� LQWURGXFLQJ� VHPL�DXWRQRPRXV
DQG� IDVW�GLVEXUVLQJ� 6)V� DLPHG� DW� FRPSHQVDWLQJ� WKH� µDGMXVWPHQW� SRRU¶� E\� PHDQV� RI
DQWLF\FOLFDO� LQFRPH�PDLQWHQDQFH� DQG� VRFLDO� H[SHQGLWXUH� SURJUDPPHV� �ZLWK� SHUVLVWHQW
VWDJQDWLRQ�� VRPH� RI� WKHVH� SURJUDPPHV� EHFDPH� VHPL�SHUPDQHQW��� 7KLV� LV� WKH� SKDVH
ZKLFK� VDZ� WKH� GHYHORSPHQW� RI� WKH� ILUVW� VL]HDEOH� (PHUJHQF\� 6RFLDO� )XQGV� �6()V�� RI
*KDQD� DQG� %ROLYLD�� $W� D� ODWHU� VWDJH�� WKH� GLVWLQFWLRQ� EHWZHHQ� µDGMXVWPHQW� SRRU¶� DQG
µFKURQLF�SRRU¶�VWDUWHG�WR�EH�EOXUUHG�DQG�WKH�VFRSH�RI�6)V�ZDV�HQODUJHG�VR�DV�WR�DGGUHVV
DOVR�WKH�SUREOHPV�RI�WKH�µFKURQLF�SRRU¶�ZKR��GHVSLWH�WKH�DGMXVWPHQW�UHIRUPV��ZHUH�VWLOO
EHLQJ�E\SDVVHG�E\�JURZWK�

,Q� D� WKLUG� SKDVH�� WKH� 6)V� LQFUHDVLQJO\� VKLIWHG� IURP� µFRPSHQVDWRU\¶� WR� µSURPRWLYH¶
PHDVXUHV��VR�DV�WR�LQFRUSRUDWH�WKH�SRRU�LQWR�WKH�SURGXFWLRQ�SURFHVV�E\�LQFUHDVLQJ�WKHLU
KXPDQ� DQG� SK\VLFDO� DVVHWV�� 'XULQJ� WKLV� SHULRG� RQH� FDQ� WUDFH� WKH� HYROXWLRQ� RI� 6RFLDO
(PHUJHQF\�)XQGV��6()V�� LQWR�6RFLDO� ,QYHVWPHQW�)XQGV� �6,)V��ZKLFK�HIIHFWHG��E\�DQG
ODUJH�� D� SURJUDPPDWLF� VKLIW� IURP� WKH� REMHFWLYH� RI� LQFRPH� JHQHUDWLRQ� WR� WKDW� RI
FRPPXQLW\�EDVHG�SURYLVLRQ�RI�VRFLDO�VHUYLFHV�
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� ,PSDFW�RI�PDFURHFRQRPLF�VWDELOL]DWLRQ�DQG�SROLF\�UHIRUP�RQ�LQFRPH
GLVWULEXWLRQ�DQG�SRYHUW\

7R�ZKDW�H[WHQW�KDYH�6)V�RIIVHW�WKH�GLVWULEXWLYH�DQG�SRYHUW\�LPSDFW�RI�SROLF\�UHIRUP"�7R
UHSO\�WR�WKLV�TXHVWLRQ��ZH�ILUVW�KDYH�WR�GLVFXVV�WKH�VRFLDO�LPSDFW�RI�SROLF\�UHIRUP��6LQFH
WKH�HDUO\�WR�PLG�����V�DQ�LPSRUWDQW�SDUW�RI� WKH�OLWHUDWXUH�RQ�LQHTXDOLW\�KDV�IRFXVHG�RQ
WKH� GLVWULEXWLYH� FRQVHTXHQFHV� RI� WKHVH� UHIRUPV�� 7KH� WKHRUHWLFDO� OLWHUDWXUH� LQ� WKLV� ILHOG
FRPHV�WR�DPELJXRXV�FRQFOXVLRQV��7KH�GLVWULEXWLYH�LPSDFW�RI�DGMXVWPHQW�LV�WKHRUHWLFDOO\
LQGHWHUPLQDWH��DV�LW�YDULHV�ZLWK�WKH�TXDOLW\�RI�H[LVWLQJ�LQVWLWXWLRQV��KXPDQ�DQG�SK\VLFDO
LQIUDVWUXFWXUH��WKH�GHJUHH�RI�GLYHUVLILFDWLRQ�RI�WKH�HFRQRP\��WKH�VL]H��H[SRUW�RULHQWDWLRQ
DQG�ODERXU�LQWHQVLW\�RI�WKH�WUDGDEOH�VHFWRU��WKH�HODVWLFLW\�RI�VXSSO\�UHVSRQVHV��DQG�SROLF\
PL[�� ,Q� WXUQ�� WKH� HPSLULFDO� OLWHUDWXUH� UHDFKHV� GLIIHUHQW� FRQFOXVLRQV� GHSHQGLQJ� RQ� WKH
PHWKRGRORJ\� DGRSWHG� �LQGLYLGXDO� HPSLULFDO� FDVH� VWXGLHV�� FURVV�FRXQWU\� UHJUHVVLRQV�� RU
JHQHUDO�HTXLOLEULXP�IUDPHZRUNV��

<HW�� HYLGHQFH� UHYLHZHG� LQ� 81&7$'� �������� .DQEXU� DQG� /XVWLJ� �������� %HKUPDQ�
%LUGVDOO�DQG�6]HNHO\� ��������&RUQLD�ZLWK�.LLVNL� ������� DQG�RWKHU� VWXGLHV� VXJJHVWV� WKDW
LQHTXDOLW\� URVH� EHWZHHQ� ����� DQG� ����� �RU� QHDUE\� \HDUV�� LQ� DERXW� WZR�WKLUGV� RI� WKH
FRXQWULHV�ZLWK�DGHTXDWH�WLPH�VHULHV�GDWD��7KHVH�ILQGLQJV�DUH�SDUDOOHOHG�E\�HYLGHQFH�WKDW
LQHTXDOLW\�URVH�LQ�OLQH�ZLWK�SROLF\�UHIRUP�LQ�$IULFD�DQG�/DWLQ�$PHULFD��LQFOXGLQJ�ZKHQ
SRYHUW\�GHFOLQHG� GXH� WR� DQ� DFFHOHUDWLRQ� RI� JURZWK� �.DQEXU� ������� ,Q�ZKDW�ZD\V�PD\
HDFK�RI�WKH�PDLQ�SROLF\�LQVWUXPHQWV�RI�RUWKRGR[�DGMXVWPHQW�KDYH�JHQHUDWHG�WKHVH�VRFLDO
FRQVHTXHQFHV"�:H�WDNH�XS�WKLV�TXHVWLRQ�LQ�WKH�UHPDLQGHU�RI�WKLV�VHFWLRQ��:H�UHYLHZ�ILUVW
WKH� HIIHFW� RI� PDFURHFRQRPLF� VWDELOL]DWLRQ� DQG� WKHQ� GLVFXVV� WKH� LPSDFW� RI� VWUXFWXUDO
UHIRUPV�

��� 0DFURHFRQRPLF�VWDELOL]DWLRQ

:KLOH�VWDELOL]DWLRQ�LV�LQ�PRVW�FDVHV�QHFHVVDU\�DQG�XQDYRLGDEOH��LWV�LPSDFW�ZKHQ�EURXJKW
DERXW� WKURXJK� FRQYHQWLRQDO� LQVWUXPHQWV²HVSHFLDOO\� LQ� GHYHORSLQJ� FRXQWULHV²LV
XQOLNHO\� WR� EH� GLVWULEXWLRQDOO\� IDYRXUDEOH�� 2UWKRGR[� VWDELOL]DWLRQ� HPSKDVL]HV� GHPDQG
FRQVWUDLQLQJ� �ILVFDO� DQG�PRQHWDU\� UHVWUDLQW�� DV�ZHOO� DV� VXSSO\�HQKDQFLQJ� �GHYDOXDWLRQ�
HOLPLQDWLRQ� RI� SULFH� GLVWRUWLRQV� DQG� PRELOL]DWLRQ� RI� UHVRXUFHV�� PHDVXUHV�� 7KH� ODWWHU
UHTXLUH� WLPH� DQG� LQYHVWPHQW� WR� SURGXFH� UHVXOWV�� DQG� IDFH� SDUWLFXODUO\� IRUPLGDEOH
FKDOOHQJHV� LQ� HFRQRPLHV� ZLWK� D� VLQJOH� GRPLQDQW� VHFWRU�� ZHDN� LQVWLWXWLRQV� DQG
LQIUDVWUXFWXUH��:KLOH� TXLFNO\� UHVWRULQJ�PDFURHFRQRPLF� EDODQFH�� GHPDQG�PDQDJHPHQW
WHQGV� WR� JHQHUDWH� UHFHVVLRQV� RI� YDU\LQJ� GXUDWLRQ� �,0)� ������ DQG� WR� HQWDLO� FKDQJHV
ZKLFK��WKRXJK�RIWHQ�ZLWK�D�VRXQG�UDWLRQDOH�IURP�D�EDODQFH�RI�SD\PHQWV�YLHZSRLQW��WHQG
WR�FDXVH�D� IDOO� LQ� WKH�ZDJH�UDWH�DQG�D�ULVH�LQ�WKH�SURILW�UDWH��-RKQVRQ�DQG�6DORS�������
8QOLNH�LQ�WKH�KLJK�LQFRPH�FRXQWULHV�� LQHTXDOLW\� LQ�PDQ\�W\SHV�RI�GHYHORSLQJ�FRXQWULHV
ULVHV� GXULQJ� UHFHVVLRQV� �DV� ZDJHV� DUH� IOH[LEOH� GRZQZDUG�� VRFLDO� VDIHW\� QHWV� DUH� OLWWOH
GHYHORSHG�DQG�ODERXU�KRDUGLQJ�LV�UDUH��DQG�IDOOV�GXULQJ�UHFRYHULHV��$V�D�UHVXOW��XQGHU�WKH
UHFHVVLRQV�ZKLFK�DUH�GHOLEHUDWHO\�LQGXFHG�E\�GHPDQG�FRQWUDFWLRQ��ZDJHV�RIWHQ�IDOO�IDVWHU
WKDQ� *'3�FDSLWD� DQG� SURILWV�� WKH� ZDJH� VKDUH� GHFOLQHV� DQG� LQHTXDOLW\� RI� WKH� VL]H
GLVWULEXWLRQ� RI� LQFRPH� ZRUVHQV� �WKH� LPSDFW� PD\� EH� GLIIHUHQW�� KRZHYHU�� LQ� GXDOLVWLF
HFRQRPLHV� ZLWK� D� VPDOO� IRUPDO� µODERXU� HOLWH¶��� ,QGHHG�� %RXUJXLJQRQ� DQG� 0RULVVRQ
������� IRXQG� HYLGHQFH� RI� DQ� XQHTXDOL]LQJ� WUHQG� RI� SROLF\� UHIRUPV� LQ� DOO� DQDO\VHG
FRXQWULHV� �H[FHSW� 0DOD\VLD�� ZKLFK� KDG� XQGHUWDNHQ� VWDELOL]DWLRQ� DQG� VWUXFWXUDO



�

DGMXVWPHQW� SURJUDPPHV�� ,JOHVLDV� ������� FRPHV� WR� VLPLODU� FRQFOXVLRQV� IRU� /DWLQ
$PHULFD�

,QHTXDOLW\� LV�RIWHQ�DFFHQWXDWHG�E\�WKH�SROLFLHV�IROORZHG�WR�FRQWURO� LQIODWLRQ��1R�GRXEW�
K\SHULQIODWLRQ� FDXVHV� D� ZRUVHQLQJ� RI� LQHTXDOLW\�� <HW�� WKH� LQIODWLRQ� WDUJHWV� DGRSWHG� LQ
RUWKRGR[� VWDELOL]DWLRQ� SURJUDPPHV� DUH� RIWHQ� VLQJOH� GLJLW�� HYHQ� WKRXJK� WKH� OLWHUDWXUH
VKRZV� WKDW� EHORZ� WKH� WKUHVKROG� RI� ��� SHU� FHQW� D� \HDU� LQIODWLRQ� LV� QRW� FRVWO\� �6WLJOLW]
�������6XFK�DPELWLRXV�WDUJHWV�DUH�DOVR�DFKLHYHG�E\�PHDQV�RI�ODUJH�ULVHV�LQ�LQWHUHVW�UDWHV
DQG�EXGJHW�FXWV�ZKLFK��DV�VKRZQ�DERYH��RIWHQ�KDYH�QHJDWLYH�GLVWULEXWLRQDO�HIIHFWV�

'HYDOXDWLRQ�LQ�SDUWLFXODU�FDQ�IDLO�WR�KDYH�WKH�HIIHFWV�DQWLFLSDWHG�LQ�RUWKRGR[�DGMXVWPHQW
SURJUDPPHV� IRU� D� GLYHUVLW\� RI� UHDVRQV�� ,Q� VHFWRUDOO\� GLYHUVLILHG� OHVV� GHYHORSHG
HFRQRPLHV� ZLWK� DQ� HTXLWDEOH� DVVHW� GLVWULEXWLRQ�� ZHOO� GHYHORSHG� WUDGH� DQG� WUDQVSRUW
LQIUDVWUXFWXUH��DQG�DQ�DEXQGDQW�VWRFN�RI�HGXFDWHG�ODERXU��GHYDOXDWLRQ��H[SRUW�LQFHQWLYHV
DQG�JUDGXDO� WUDGH� OLEHUDOL]DWLRQ�JHQHUDOO\�KDYH�SRVLWLYH� HIIHFWV�RQ� JURZWK��GLVWULEXWLRQ
DQG� SRYHUW\� UHGXFWLRQ�� ,Q� FRQWUDVW�� LQ� SRRU� SULPDU\� FRPPRGLW\� H[SRUWHUV�� WKH� VDPH
SROLFLHV� RIWHQ� KDYH� D� GLIIHUHQW� HIIHFW�� GXH� WR� WKH� LQFRPSOHWH� µSDVV�WKURXJK¶� RI� WKH
EHQHILWV�RI�GHYDOXDWLRQ�WR�SULPDU\�VHFWRU�SURGXFHUV��WKH�UHPRYDO�RI�VHFRQG�EHVW�RSWLPDO
LQSXW� VXEVLGLHV� DQG� LQIUDVWUXFWXUDO� VXSSRUWV�ZKLFK� RIWHQ� DFFRPSDQLHV� GHYDOXDWLRQ� DQG
WKH�HIIHFWV�RI�QDWLRQDO�SROLFLHV�RQ�LQWHUQDWLRQDO�SULFHV��,Q�WKH�PLQLQJ�VHFWRU��IRU�LQVWDQFH�
ORQJ�UXQ� FRQWUDFWV� VSHFLI\� WKH� H[WHQW� RI� WKH� SDVV�WKURXJK�� VR� WKDW� LW� LV� WKH� PLQLQJ
FRPSDQLHV� ZKLFK� ODUJHO\� EHQHILW� IURP� GHYDOXDWLRQ� LQ� WKH� LQWHUPHGLDWH� WHUP� �.DQEXU
������� $V� ZHOO�� LQ� HFRQRPLHV� ZKLFK� DUH� OLWWOH� GLYHUVLILHG� DQG� ZKRVH� H[SRUWV� GR� QRW
GHSHQG�RQ�SULFH�FRPSHWLWLRQ�EXW�RQ�WKH�EXVLQHVV�F\FOH�LQ�WKH�LPSRUWLQJ�FRXQWULHV��VXFK
DV� VRPH�6DKHOLDQ� HFRQRPLHV��� GHYDOXDWLRQ� FDQ� KDYH� D� FRQWUDFWLRQDU\� HIIHFW� DV� LW�PD\
LQFUHDVH�WKH�SULFH�RI�HVVHQWLDO�LPSRUWV�IRU�GRPHVWLF�SURGXFWLRQ��ZKLOH�KDYLQJ�OLWWOH�HIIHFW
LQ�VWLPXODWLQJ�QRQ�SULFH�FRPSHWLWLYH�H[SRUWV� �VHH�.UXJPDQ�DQG�7D\ORU��������6HFRQG�
HYHQ�LQ�VHFWRUDOO\�GLYHUVLILHG�HFRQRPLHV��GHYDOXDWLRQ�PD\�LQFUHDVH�LQHTXDOLW\�DQG�KDYH
DQ� DPELJXRXV� HIIHFW� RQ� SRYHUW\²IRU� LQVWDQFH�� LQ� FRQGLWLRQV� LQ� ZKLFK� WKH� SULPDU\
EHQHILFLDULHV� RI� LQFUHDVHG� H[SRUW� HDUQLQJV� DUH� DVVHW� KROGHUV� LQ� WKH� H[SRUW�RULHQWHG
LQGXVWULHV�DQG�WKH�JRRGV�FRQVXPHG�E\�ZRUNHUV�DUH�PRVWO\�LPSRUWHG�

��� 6WUXFWXUDO�UHIRUPV

(YDOXDWLRQ� RI� WKH� LPSDFW� RI� VWUXFWXUDO� UHIRUPV� LV� PRUH� FRPSOH[� DQG� PLJKW� OHDG� WR
GLIIHUHQW� FRQFOXVLRQV� GHSHQGLQJ� RQ� WKH� VSHFLILF� LQVWUXPHQW� DQG� UHJLRQ� DQDO\VHG�� <HW�
KHUH�WRR��WKHUH�VHHP�WR�EH�VRPH�UHJXODULWLHV��)RU�LQVWDQFH��ZKHQ�DVVHVVLQJ�WKH�LPSDFW�RI
WKH� RYHUDOO� QHROLEHUDO� SROLF\� SDFNDJH� �SUR[LHG� E\� D� V\QWKHWLF� LQGH[� PHDVXULQJ� WKH
LQWHQVLW\� RI� WKH� UHIRUPV�� RQ�ZDJH� GLIIHUHQWLDOV� IRU� ��� /DWLQ� $PHULFDQ� FRXQWULHV� RYHU
��������� %HKUPDQ�� %LUGVDOO� DQG� 6]HNHO\� ������� IRXQG� WKDW� WKH� RYHUDOO� VWUXFWXUDO
SDFNDJH�KDG�D� VLJQLILFDQW�GLVHTXDOL]LQJ�HIIHFW�ZKLFK��KRZHYHU�� WHQGHG� WR�GHFOLQH�RYHU
WLPH��%URDGO\� VLPLODU�HYLGHQFH� LV�SURYLGHG�E\� D� UHYLHZ�RI� WKH� HIIHFWV�RI� OLEHUDOL]DWLRQ
DQG�JOREDOL]DWLRQ�GXULQJ���� UHIRUP� HSLVRGHV� LQ� ��� FRXQWULHV� ���� IURP�/DWLQ�$PHULFD�
WKUHH� IURP�$VLD��5XVVLD�DQG�=LPEDEZH��RYHU� WKH� ODVW� WZR�GHFDGHV� �7D\ORU��������7KH
VWXG\� ILQGV� WKDW� LQHTXDOLW\� URVH� LQ� ��� FDVHV�� UHPDLQHG� EURDGO\� FRQVWDQW� LQ� VL[� DQG
LPSURYHG�RQO\�LQ�WZR��$OVR�WKLV�UHYLHZ�FRQILUPV� WKDW� LQHTXDOLW\�HVFDODWHG� LQ�FRXQWULHV
H[SHULHQFLQJ�ERWK�D�VORZ�GRZQ�RU�DQ�DFFHOHUDWLRQ�RI�JURZWK��$OO�WKHVH�VWXGLHV��KRZHYHU�
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LQGLFDWH� WKDW� HDFK� PDLQ� SROLF\� LQVWUXPHQW� �UHYLHZHG� KHUHDIWHU�� PD\� KDYH� D� GLVWLQFW
HIIHFW�

����� 7UDGH�OLEHUDOL]DWLRQ

6HYHUDO� VWXGLHV� ILQG� WKDW� WUDGH� GLVWRUWLRQV� KDYH� D� QHJDWLYH� HIIHFW� RQ� GLVWULEXWLRQ�
%RXUJXLJQRQ� DQG� 0RULVVRQ� ������� FODLP� WR� VKRZ� WKDW� WKH� SKDVHG� UHPRYDO� RI� WUDGH
SURWHFWLRQ�UHGXFHV�LQHTXDOLW\�� LQ�OLQH�ZLWK�WKH�LPSOLFDWLRQV�RI�RUWKRGR[�WUDGH�WKHRU\�DV
DSSOLHG�WR�UHODWLYHO\�ODERXU�DEXQGDQW�OHVV�GHYHORSHG�FRXQWULHV��$�VLPLODU�YLHZ�LV�RIIHUHG
E\�:RRG��������ZKR�DUJXHV�HPSLULFDOO\�WKDW�WUDGH�OLEHUDOL]DWLRQ�KDV�UDLVHG�LQHTXDOLW\�LQ
WKH�ULFK�FRXQWULHV�LPSRUWLQJ�ODERXU�LQWHQVLYH�JRRGV�ZKLOH�UHGXFLQJ�LW�LQ�WKH�GHYHORSLQJ
FRXQWULHV�H[SRUWLQJ�WKHP�

+RZHYHU� WKH� HPSLULFDO� UHFRUG� LQ� OHVV�GHYHORSHG�FRXQWULHV�RIIHUV� D� OHVV� VDQJXLQH� YLHZ
WKDQ� WKHVH� DSSURDFKHV� JURXQGHG� LQ� RUWKRGR[� WKHRU\� VXJJHVW�� $OWKRXJK� FRQYHQWLRQDO
WUDGH� WKHRU\� VXJJHVWV� WKDW� IUHHU� WUDGH� VKRXOG� UHGXFH� LQFRPH� LQHTXDOLW\� LQ� WKH� OHVV
GHYHORSHG�FRXQWULHV�GXH�WR�WKH�ILOOLS�LW�RIIHUV�WR�SURGXFWLRQ�RI�ODERXU�LQWHQVLYH�JRRGV��D
PRUH� FRPSOHWH� VWXG\� RI� WKH� HPSLULFDO� UHFRUG� VHHPV� WR� UDLVH� VHULRXV� GRXEWV� DERXW� WKLV
YLHZ��$OWKRXJK�GLPLQLVKLQJ� LQFRPH� LQHTXDOLW\�ZDV�YHULILHG� LQ�(DVW�$VLD� LQ� WKH�����V
DQG�����V�� WKH�RSSRVLWH�KDV�EHHQ�REVHUYHG� LQ�D�EURDG� UDQJH�RI�/'&V�RYHU� WKH� ODVW���
\HDUV��LQFOXGLQJ�LQ�WKH�$VLDQ�H[SRUWHUV�RI�ODERXU�LQWHQVLYH�PDQXIDFWXUHG�JRRGV��&RUQLD
ZLWK�.LLVNL��������$Q�DUUD\�RI�VWXGLHV�LQGLFDWHV�WKDW�ZDJH�GLIIHUHQWLDOV�URVH�LQ�OLQH�ZLWK
OLEHUDOL]DWLRQ� LQ� /DWLQ�$PHULFD�� WKH� 3KLOLSSLQHV� DQG� D� IHZ�2(&'� FRXQWULHV� �5REELQV
������ $ODUFRQ� DQG� 0F.LQOH\� ������ $WNLQVRQ� ������ +DUULVRQ� DQG� +DQVRQ� ������
$OWHUQDWLYH� WKHRUHWLFDO�DSSURDFKHV��VXFK�DV� WKRVH�ZKLFK�VWUHVV� VWUXFWXUDO� LQIOH[LELOLWLHV�
DQG� WKH� HIIHFW� RI� WUDGH� RQ� UHQW�VKDULQJ� EHWZHHQ� HPSOR\HUV� DQG� ZRUNHUV�� FDQ� EHWWHU
H[SODLQ� WKHVH� REVHUYDWLRQV� �VHH�� IRU� H[DPSOH�� 5RGULN� ������ 5HGG\� DQG� 'XEH� ������
%HKUPDQ��%LUGVDOO�DQG�6]HNHO\��������WRR�H[SORUH�D�YDULHW\�RI�IDFWRUV�WKDW�FDQ�HURGH�WKH
WKHRUHWLFDO� DGYDQWDJHV� RI� WUDGH� OLEHUDOL]DWLRQ� HVSHFLDOO\� UHOHYDQW� WR� WKH� FDVH� RI� /DWLQ
$PHULFD�� 7KH\� IRFXV� RQ�� DPRQJ� RWKHUV�� RQ� WKH� OLPLWHG� DGYDQWDJHV� HQMR\HG� E\� ORZHU
PLGGOH�LQFRPH� UHJLRQV� LQ� WKH� H[SRUW� RI� ODERXU�LQWHQVLYH� JRRGV� LQ� UHODWLRQ� WR� WKRVH
HQMR\HG� E\� YHU\� ORZ�ZDJH� HFRQRPLHV� VXFK� DV� &KLQD� DQG� RWKHU� $VLDQ� FRXQWULHV�
(PSLULFDOO\�� WKHLU� VWXG\� ILQGV� QR� VWDWLVWLFDOO\� VLJQLILFDQW� UHODWLRQ� EHWZHHQ� WUDGH
OLEHUDOL]DWLRQ�DQG�ZDJH�GLIIHUHQWLDOV�

,Q�D�ORQJHU�WHUP�YLHZ�RI�WKH�HIIHFWV�RI�WUDGH��%DUUR��������DQG�6DFKV�DQG�:DUQHU�������
IRXQG�WKDW�WUDGH�GLVWRUWLRQV�DUH�DVVRFLDWHG�ZLWK�VORZ�JURZWK�DQG�WKHUHIRUH�VORZ�SRYHUW\
UHGXFWLRQ��5RGULJXH]�DQG�5RGULN� ��������KRZHYHU�� WDNH� LVVXH�ZLWK� WKH� UHVXOWV�RI� WKHVH
VWXGLHV�DUJXLQJ�WKDW�WKH\�VXIIHU�IURP�WKH�RPLVVLRQ�RI�NH\�YDULDEOHV�DQG�WKDW��OLNHO\��WKHUH
LV�QRW�D�FOHDU�UHODWLRQ�EHWZHHQ�WUDGH�RSHQQHVV�DQG�JURZWK�

����� /LEHUDOL]DWLRQ�RI�WKH�ODERXU�PDUNHW

(YHQ�LQ�SHULRGV�RI�RXWSXW�H[SDQVLRQ��GLVWULEXWLRQ�PD\�GHWHULRUDWH�EHFDXVH�RI�WKH�LPSDFW
RI�UHIRUPV�SURPRWLQJ wage flexibility, reduced regulation and an erosion of minimum
wages, XQLRQL]DWLRQ� DQG� FROOHFWLYH� EDUJDLQLQJ��7KH� LPSDFW� RI� WKH� OLEHUDOL]DWLRQ� RI� WKH
ODERXU�PDUNHW� LV� RIWHQ� FRPSRXQGHG� E\� WKH� UHPRYDO� RI� EDUULHUV� WR� FDSLWDO�PRYHPHQWV
ZKLFK�LQFUHDVHV�WKH�EDUJDLQLQJ�SRZHU�RI�FDSLWDO�LQ�LWV�QHJRWLDWLRQV�ZLWK�ERWK�ODERXU�DQG
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JRYHUQPHQW� �0RUOH\� ������� (PSLULFDO� YHULILFDWLRQ� RI� VXFK� K\SRWKHVHV� LV� SURYLGHG�
DPRQJ� RWKHUV�� E\� %HKUPDQ�� %LUGVDOO� DQG� 6]HNHO\� ������� IRU� ��� /DWLQ� $PHULFDQ
FRXQWULHV�GXULQJ�WKH�SHULRG���������

7KH� OLEHUDOL]DWLRQ� RI� WKH� ODERXU�PDUNHW�PD\� JHQHUDWH� D� ULVH� LQ� ERWK� HPSOR\PHQW� DQG
ZDJH�GLVSHUVLRQ��GHSHQGLQJ�RQ�WKH�UHODWLYH�VLJQLILFDQFH�RI� WKH� µZDJH�LQHTXDOLW\�HIIHFW¶
DQG� WKH� µHPSOR\PHQW�FUHDWLRQ� HIIHFW¶�� DV� ZHOO� DV� RQ� WKH� UHODWLYH� UROHV� RI� IRUPDO� DQG
LQIRUPDO� VHFWRU� ODERXU�� ,Q� WKH� 86�� ZKHUH� HPSOR\PHQW� URVH� UDSLGO\�� WKH� IDOO� LQ
XQLRQL]DWLRQ� DFFRXQWHG� IRU� DERXW� ��� SHU� FHQW� RI� WKH� LQFUHDVH� LQ� LQHTXDOLW\� REVHUYHG
GXULQJ� WKH�����V� �*RWWVFKDON� DQG�6PHHGLQJ�������� ,Q�(DVWHUQ�(XURSH��/DWLQ�$PHULFD
DQG�WKH�86��WKH�GHFOLQH�RI�WKH�PLQLPXP�ZDJH�UHODWLYH�WR�WKH�DYHUDJH�ZDJH�LV�DVVRFLDWHG
ZLWK� D� ULVH� LQ� RYHUDOO� LQHTXDOLW\�� 7KHVH� HIIHFWV� PD\� EH� RI� VRPH� LPSRUWDQFH� HYHQ� LQ
GHYHORSLQJ� FRXQWULHV� ZLWK� VPDOOHU� RUJDQL]HG� VHFWRUV� WKDQ� LQ� WKH� GHYHORSHG� FRXQWULHV�
HVSHFLDOO\�ZKHQ�WKH�HIIHFWV�RI�LQWUD�IDPLO\�DQG�RWKHU�WUDQVIHUV�DFURVV�VHFWRUV�DUH�WDNHQ�LQ
WR�DFFRXQW�

����� 'RPHVWLF�ILQDQFLDO�GHUHJXODWLRQ�DQG�WKH�OLEHUDOL]DWLRQ�RI�WKH�FDSLWDO�DFFRXQW

'RPHVWLF� ILQDQFLDO� VHFWRU� UHIRUP� KDV� EHHQ� RQH� RI� WKH� ILUVW� VWUXFWXUDO� SROLF\� FKDQJHV
LQWURGXFHG� LQ� D� ODUJH� QXPEHU� RI� GHYHORSLQJ� FRXQWULHV�� ,W� EHJDQ� LQ� WKH� HDUO\� ����V� LQ
/DWLQ�$PHULFD��VSUHDG�WR�$IULFD�DQG�$VLD�LQ�WKH�����V�DQG�(DVWHUQ�(XURSH�LQ�WKH�����V�
7KHVH� FKDQJHV� LQ� UHJXODWRU\� SROLFLHV�ZHUH� FRQGXFLYH� WR� SULYDWH� FUHGLW� H[SDQVLRQ� EXW�
ZLWK�LQDGHTXDWH�EDQN�UHJXODWLRQ�DQG�VXSHUYLVLRQ�LQ�PRVW�FRXQWULHV��H[DFHUEDWHG�WKH�ULVN
RI�EDQNLQJ�FULVLV�

'RPHVWLF� ILQDQFLDO� OLEHUDOL]DWLRQ� ZDV� IROORZHG� E\� WKH� OLEHUDOL]DWLRQ� RI� WKH� FDSLWDO
DFFRXQW�� ,Q�D�JURZLQJ�QXPEHU�RI�FRXQWULHV� VXFK�PHDVXUH�KDV�JHQHUDWHG�D� VKDUS�VRFLDO
LPSDFW��7KLV� LV� LQ�SDUW�GXH�WR�WKH�µGLVFLSOLQLQJ¶�VWUXFWXUDO�HIIHFW�VXFK�OLEHUDOL]DWLRQ�KDV
RQ� WKH� SROLF\� �HVSHFLDOO\� WD[� DQG� UHGLVWULEXWLRQ�� GHFLVLRQV� RI� JRYHUQPHQWV� DQG� WKH
GHPDQGV�RI�RUJDQL]HG� ODERXU�� SDUWO\�GXH� WR� WKH� UHDO� DSSUHFLDWLRQ�RI� WKH� H[FKDQJH� UDWH
�ZKLFK�ZDV� RIWHQ� DVVRFLDWHG�ZLWK� KLJKHU� LQWHUHVW� UDWHV��ZKLFK� VKLIWHG� UHVRXUFHV� WR� WKH
QRQ�WUDGDEOH�VHFWRU�DQG� LQFUHDVHG�VXEFRQWUDFWLQJ�DQG�ZDJH� FXWV� LQ� WKH� WUDGDEOH� VHFWRU�
DQG�SDUWO\�WR�LWV�WHQGHQF\�WR�LQFUHDVH�WKH�SURSHQVLW\�WR�GHVWDELOL]LQJ�ILQDQFLDO�FULVHV�ZLWK
UHDO� HIIHFWV�� 5HFHQW� HYLGHQFH� �*DOEUDLWK� DQG� /X� ������ SRLQWV� WR� WKH� UHODWLRQ� EHWZHHQ
OLEHUDOL]DWLRQ� RI� WKH� FDSLWDO� DFFRXQW�� WKH� IUHTXHQF\� RI� ILQDQFLDO� FULVHV� DQG� SXUVXDQW
FKDQJHV� LQ�HDUQLQJV� LQHTXDOLW\�DQG�SRYHUW\��SDUWLFXODUO\� LQ�FRXQWULHV�ZLWK�ZHDN� ODERXU
LQVWLWXWLRQV��,Q�/DWLQ�$PHULFD�DQG�$VLD��IRU�LQVWDQFH��ILQDQFLDO�FULVHV�UDLVHG�LQHTXDOLW\�LQ
��� DQG� ��� SHU� FHQW� RI� WKH� WLPH�� ZKLOH� )LQODQG�� 1RUZD\� DQG� 6SDLQ� H[SHULHQFHG� D
VHTXHQFH� RI� EDQNLQJ� DQG� ILQDQFLDO� FULVHV� ZLWKRXW� H[SHULHQFLQJ� LQFUHDVHG� LQHTXDOLW\
WKHUHDIWHU��,Q�WKH�HPSLULFDO�VWXG\�RQ�/DWLQ�$PHULFD�PHQWLRQHG�DERYH��%HKUPDQ��%LUGVDOO
DQG� 6]HNHO\� ������� ILQG� WKDW� WKH� VWURQJHVW� GLVHTXDOL]LQJ� FRPSRQHQW� RI� WKH� RYHUDOO
UHIRUP�SDFNDJH�ZDV�SUHFLVHO\� WKH� FDSLWDO� DFFRXQW� OLEHUDOL]DWLRQ� �IROORZHG�E\�GRPHVWLF
ILQDQFLDO�OLEHUDOL]DWLRQ�DQG�WD[�UHIRUP��

)LQDQFLDO�OLEHUDOL]DWLRQ�WHQGV�DOVR�WR�KDYH�D�GHOHWHULRXV�LPSDFW�RQ�SRYHUW\��,Q�$UJHQWLQD�
IRU�LQVWDQFH��WKH�SRYHUW\�KHDGFRXQW�UDWLR�URVH�IURP������SHU�FHQW�LQ������WR������LQ�WKH
SHDN� \HDU� WR� GHFOLQH� WR� ����� SHU� FHQW� LQ� ����� ZKHQ� WKH� ORQJ�WHUP� JURZWK� SDWK� KDG
UHFRYHUHG� DJDLQ� �:RUOG� %DQN� ����E��� 7KLV� HQWDLOHG� D� VKLIW� WR� D� SRYHUW\� OHYHO� �
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SHUFHQWDJH�SRLQWV�JUHDWHU�WKDQ�SULRU�WR�WKH�FULVLV��6LPLODUO\�WKH�ILQDQFLDO�FULVHV�ZKLFK�KLW
0H[LFR� EHWZHHQ� ����� DQG� ����� DQG� 5XVVLD� EHWZHHQ� ����� DQG� ����� UHVSHFWLYHO\
HQWDLOHG�ULVHV�LQ�WKH�SRYHUW\�KHDGFRXQW�UDWLR�IURP������WR������SHU�FHQW�DQG�IURP������WR
����� SHU� FHQW� �LELG��� 7KDLODQG� LV� DQ� H[FHSWLRQ�� LQ� ZKLFK� DIWHU� D� FRPSDUDWLYHO\� VKDUS
LQFUHDVH� LQ�SRYHUW\� UDWHV� LQ������� WKH�SRYHUW\� UDWH� LQ������DOPRVW� UHWXUQHG� WR� WKH�SUH�
FULVLV�OHYHO�RI������SHU�FHQW�REVHUYHG�LQ������

7KH� DERYH� UHYLHZ� KLJKOLJKWV� WKH� FRPSOH[� OLQNDJHV� EHWZHHQ� YDULRXV� UHIRUPV� DQG
LQHTXDOLW\�DQG�LQFRPH�GHSULYDWLRQ��6)V�ZHUH�JHQHUDOO\�GHYHORSHG�WR�RIIVHW�WKH�LPSDFW�RI
VWDELOL]DWLRQ� DQG� WUDGH� OLEHUDOL]DWLRQ�� +RZHYHU�� DV� ZLOO� EH� DUJXHG� EHORZ�� JLYHQ� WKHLU
PLQXVFXOH�VL]H�DQG�VWUXFWXUDO�ZHDNQHVVHV��WKHLU�LPSDFW�RQ�WKH�QDWLRQZLGH�GLVWULEXWLRQ�RI
LQFRPH�DQG�SRYHUW\�UDWHV�KDV�OLNHO\�EHHQ�QHJOLJLEOH�

� $GMXVWPHQW�UHODWHG�6RFLDO�)XQGV��VFDOH��VFRSH�DQG�VWUXFWXUH

6LQFH�WKH�ILUVW�DGMXVWPHQW�UHODWHG�6)�ZDV�ODXQFKHG�LQ�%ROLYLD�LQ�������WKHLU�QXPEHU�KDV
EXUJHRQHG�GUDPDWLFDOO\��DV�KDV�WKHLU�JHRJUDSKLFDO�UHDFK��7KHUH�QRZ�H[LVW�DW�OHDVW����6)V
WKURXJKRXW� WKH� OHVV� GHYHORSHG� DQG� WUDQVLWLRQ� FRXQWULHV��� 6)V� FDQ� EH� IRXQG� LQ� HYHU\
PDMRU� UHJLRQ�� ZLWK� VRPH� UHJLRQV� �QRWDEO\� /DWLQ� $PHULFD�� KDYLQJ� EHFRPH� HIIHFWLYHO\
µVDWXUDWHG¶��6)V�DUH�ILQDQFLDO�LQWHUPHGLDULHV�ZKLFK�FKDQQHO�SXEOLF�IXQGV�WR�VXE�SURMHFWV
DGPLQLVWHUHG� E\� GLYHUVH� DFWRUV�� 7KH\� GR� VR�� DV�ZLOO� EH� GHVFULEHG� EHORZ�� LQ� D�PDQQHU
ZKLFK�LV�µPXOWLVHFWRUDO¶�DQG�µGHPDQG�GULYHQ¶��LQ�HIIHFW�VHUYLQJ�DNLQ�WR�JHQHUDO�SXUSRVH
SXEOLF�VHFWRU�IRXQGDWLRQV�

,Q�PDQ\�FRQWH[WV��6)V�DSSHDU� WR�KDYH�EHFRPH� WKH� µVRFLDO� GHYHORSPHQW¶� LQVWUXPHQW�RI
FKRLFH�� %\� WKH� HQG� RI� ������ WKH� :RUOG� %DQN� DORQH� KDG� PDGH� FRPPLWPHQWV� WR� 6)V
SURMHFWV�WRWDOOLQJ�RYHU�����ELOOLRQ�86�GROODUV�DQG�DYHUDJLQJ�����PLOOLRQ�SHU�SURMHFW��7KLV
DFFRXQWHG�IRU�URXJKO\���SHU�FHQW�RI�DFWLYH�EDQN�SURMHFWV����SHU�FHQW�RI�LWV�WRWDO�ILQDQFLDO
FRPPLWPHQWV� DQG� ��� SHU� FHQW� RI� LWV� DQQXDO� FRPPLWPHQWV� WR� WKH� VRFLDO� VHFWRUV��
6LPLODUO\�� WKH� ,QWHU�$PHULFDQ�'HYHORSPHQW� %DQN� �,'%��� KDG� E\� ����� OHQW� RYHU� ����
ELOOLRQ� IRU� 6)V� LQ� WKH� $PHULFDV�� XOWLPDWHO\� DFFRXQWLQJ� IRU� DOPRVW� ��� SHU� FHQW� RI� LWV
DQQXDO�OHQGLQJ�WR�WKH�VRFLDO�VHFWRUV��2WKHU�H[WHUQDO�GRQRUV�KDYH�DOVR�SURYLGHG�D�VL]HDEOH
DPRXQW�� )RU� H[DPSOH�� RI� ,'%� ILQDQFHG� 6)V� LQ� /DWLQ� $PHULFD�� GRQRUV� RWKHU� WKDQ� WKH
:RUOG�%DQN�DQG�WKH�,'%�DFFRXQWHG�IRU������SHU�FHQW�RI�WRWDO�ILQDQFLQJ��DPRXQWLQJ�WR�D
WRWDO�RI������PLOOLRQ�WKURXJK��������$Q�LOOXVWUDWLRQ�RI� WKH�EUHDGWK�RI�GRQRU�LQWHUHVW� LQ
6)V�LV�SURYLGHG�E\�(J\SW¶V�6)��ZKLFK�KDV�D�WRWDO�FRVW�RI������PLOOLRQ��RI�ZKLFK������SHU
FHQW�LV�ILQDQFHG�E\�WKH�:RUOG�%DQN�ZLWK�WKH�UHPDLQGHU�SURYLGHG�E\�D�SDWFKZRUN�RI���
GRQRUV� DQG� WKH� JRYHUQPHQW� RI� (J\SW�� 6)V� KDYH� LQ� JHQHUDO� EHHQ� KHDYLO\� UHOLDQW� RQ

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

� $XWKRUV¶�FDOFXODWLRQV�DQG�SHUVRQDO�FRPPXQLFDWLRQ�IURP�6RQL\D�&DUYDOKR��:RUOG�%DQN�

� 7KH� ODWWHU� ILJXUH� LV� FDOFXODWHG� E\� GLYLGLQJ� WKH� VXP�RI� ILVFDO� \HDU� �����:RUOG�%DQN� H[SHQGLWXUH� RQ
HGXFDWLRQ�� KHDOWK� QXWULWLRQ� DQG� SRSXODWLRQ�� DQG� WKH� µVRFLDO� VHFWRUV¶� DV� LGHQWLILHG� LQ� WKH� �����:RUOG
%DQN�$QQXDO�5HSRUW��E\�WKH�YDOXH�RI�VRFLDO�IXQGV�DSSURYHG�LQ�ILVFDO�\HDU������DV�LGHQWLILHG�LQ�:RUOG
%DQN��������

� &DOFXODWHG�E\�WKH�DXWKRUV�RQ�WKH�EDVLV�RI�7DEOH�����LQ�*RRGPDQ�HW�DO���������



�

H[WHUQDO� IXQGLQJ�� DYHUDJLQJ� ��� SHU� FHQW� LQ� $IULFD� DQG� ��� SHU� FHQW� LQ� /DWLQ� $PHULFD
�81&7$'�������7DEOH���EHORZ��

6)V� ILUVW� EHFDPH�ZLGHVSUHDG� LQ� /DWLQ�$PHULFD�� DQG� VXEVHTXHQWO\� EHFDPH� FRPPRQ� LQ
$IULFD�� 0RUH� UHFHQWO\�� KRZHYHU�� WKH\� KDYH� EHHQ� LPSOHPHQWHG� LQ� D� QXPEHU� RI� $VLDQ
FRXQWULHV��QRWDEO\�&DPERGLD��-RUGDQ��0RQJROLD��3DNLVWDQ�DQG�7KDLODQG���DQG�DUH�EHLQJ
LPSOHPHQWHG� LQ� D� QXPEHU� RI� ORZ�LQFRPH� FRXQWULHV� LQ� WUDQVLWLRQ� �LQFOXGLQJ� $OEDQLD�
$UPHQLD��*HRUJLD��0ROGRYD��5RPDQLD��7DMLNLVWDQ�DQG�8]EHNLVWDQ��

7KH�PXOWLSOLFDWLRQ�RI�6)V� DURXQG� WKH�ZRUOG� LV� DQ� H[WUDRUGLQDU\� H[DPSOH�RI� D� JHQXLQH
LQVWLWXWLRQDO�LQQRYDWLRQ�ILQGLQJ�UDSLG�DSSOLFDWLRQ�LQ�D�UDQJH�RI�FRXQWULHV��$OWKRXJK�WKLV
LV�SDUWO\�GXH�WR�LWV�RVWHQVLEOH�DSSOLFDELOLW\�WR�WKH�FLUFXPVWDQFHV�RI�GHYHORSLQJ�FRXQWULHV�
LW� LV� DOVR� GXH� WR� KDYLQJ� EHFRPH� D� IDYRXULWH� LQVWUXPHQW� RI� RIILFLDOV� LQ� PXOWLODWHUDO
LQVWLWXWLRQV��

$V�QRWHG�LQ�WKH�LQWURGXFWLRQ��6)V�KDYH�QRW�DOZD\V�EHHQ�DGRSWHG�ZKROO\�XQFULWLFDOO\��EXW
UDWKHU� KDYH� XQGHUJRQH� FRQVLGHUDEOH� DGDSWDWLRQ� DQG� LQQRYDWLRQ� DV� WKH\� KDYH� EHHQ
LPSOHPHQWHG�LQ�QHZ�VHWWLQJV�DQG�ODWHU�\HDUV��$V�D�UHVXOW��WKH�FXUUHQW�JHQHUDWLRQ�RI�6)V
EHDUV� RQO\� D� µIDPLO\� UHVHPEODQFH¶� WR� WKH� YHU\� HDUOLHVW� RQHV�� &XUUHQW� 6)V� IDOO� LQWR� D
QXPEHU� RI� GLVWLQFW� FDWHJRULHV²(PHUJHQF\� 6RFLDO� )XQGV� �6()V��� 6RFLDO� ,QYHVWPHQW
IXQGV� �6,)V��� DQG� µ$JHWLSV¶²HDFK� UHSUHVHQWLQJ� LQQRYDWLRQV�ZKLFK�KDYH� HPHUJHG�RYHU
WLPH�VR�DV�WR�LQFRUSRUDWH�D�QXPEHU�RI�QHZ�GHVLJQ�IHDWXUHV�DQG�PRGLILHG�REMHFWLYHV��VHH
5HGG\������DQG�&DUYDOKR������IRU�VRPH�RI�WKH�VDOLHQW�GLIIHUHQFHV���,QFUHDVLQJO\�6()V
KDYH� EHHQ� VXSSODQWHG� E\� 6,)V� ZKLFK� DUH� VHHQ� DV� ORQJHU�WHUP� VHUYLFH� GHOLYHU\
PHFKDQLVPV� ZKRVH� DPELW� H[WHQGV� EH\RQG� WKH� SURYLVLRQ� RI� LQIUDVWUXFWXUH� WR� WKDW� RI
JHQHUDO� VRFLDO� SURJUDPPHV��� 'HVSLWH� WKLV� GLYHUVLW\�� DOO� 6)V� VKDUH� WZR� GHILQLQJ
FKDUDFWHULVWLFV�� 7KH\� DOO� DUH� µPXOWLVHFWRUDO¶� DQG� µGHPDQG�GULYHQ¶� ILQDQFLDO
LQWHUPHGLDULHV�ZKLFK�SURYLGH�SXEOLF� IXQGV� WR� H[WHUQDO� DFWRUV� DV� D�PHDQV� RI� IXUWKHULQJ
VRFLDO�REMHFWLYHV�

7KH�ILUVW�VKDUHG�FKDUDFWHULVWLF²WKDW�6)V�DUH�PHDQW�WR�EH�µGHPDQG�GULYHQ¶²FRQVWLWXWHV�D
JHQXLQH� LQQRYDWLRQ� ZLWK� UHVSHFW� WR� SUHYLRXV� DQWL�SRYHUW\� DQG� VRFLDO� VHUYLFH� GHOLYHU\
LQVWUXPHQWV��$Q�6)� LV� µGHPDQG�GULYHQ¶� LI� WKH� SURMHFWV� ILQDQFHG� E\� LW� DUH� SURSRVHG� E\
H[WHUQDO�HQWLWLHV�VXFK�DV�1*2V��PXQLFLSDOLWLHV��DQG�FRPPXQLW\�RUJDQL]DWLRQV��DFWLQJ�RQ
EHKDOI� RI� WKH� SRWHQWLDO� EHQHILFLDULHV��7KH�6)�PD\� DSSO\� HYDOXDWLRQ� FULWHULD� RI� LWV� RZQ
FKRRVLQJ� WR� VLIW� DPRQJ� WKHVH� SURSRVDOV� DQG� LW� PD\� DOVR� DVVLVW� WKHVH� H[WHUQDO
RUJDQL]DWLRQV�WR�SUHSDUH�DQG�VXEPLW�SURSRVDOV��1HYHUWKHOHVV�WKH�IXQG�LV�GHPDQG�GULYHQ
LI�LW�UHTXLUHV�WKHP�WR�SURSRVH�WKH�SURMHFWV�WKDW�LW�ILQDQFHV��$OWKRXJK�D�GHPDQG�GULYHQ�6)

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

� 7KH�SURFHVV�RI�GLIIXVLRQ�RI�WKH�VRFLDO�IXQG�PRGHO�SUHVHQWV�DQ�LQIRUPDWLYH�FDVH�VWXG\�LQ�WKH�SURFHVV�RI
WUDQVPLVVLRQ� RI� GHYHORSPHQW� SROLF\� LQQRYDWLRQV� ERWK� WKURXJK� WKH� LQWHUPHGLDWLRQ� RI� LQWHUQDWLRQDO
LQVWLWXWLRQV�DQG�VHFRQGDULO\�WKURXJK�XQPHGLDWHG�µ6RXWK�6RXWK¶�FRRSHUDWLRQ��6HH�5HGG\������������IRU
D�QXPEHU�RI�H[DPSOHV�

� )RU�H[DPSOH��3DQDPD¶V�)(6�VXSSRUWV�SURJUDPPHV� IRU� VWUHHW� FKLOGUHQ�� VHUYLFHV� IRU� WKH� HOGHUO\�SRRU�
DQG�IRU�DEXVHG�ZRPHQ�UXQ�E\�1*2V�DQG�FRPPXQLW\�RUJDQL]DWLRQV��ZKLOH� -DPDLFD¶V�6)� IXQGV�GUXJ
UHKDELOLWDWLRQ�DQG� OLWHUDF\�SURJUDPPHV��7KURXJK� VXFK�EURDGHU�DQG�PRUH� IOH[LEOH� LQLWLDWLYHV��6)V�DUH
EHJLQQLQJ� WR�FRQIRUP�WR�D� ODUJHU�H[WHQW� WR� WKH�FRQFHSWXDO�PRGHO�RI� µVHPL�DXWRQRPRXV�SXEOLF� VHFWRU
IRXQGDWLRQV¶�



�

UHOLHV�IRU�SURSRVHG�SURMHFWV�RQ�H[WHUQDO�RUJDQL]DWLRQV��LW�PD\�RU�PD\�QRW�UHO\�XSRQ�WKHVH
RUJDQL]DWLRQV�WR�LPSOHPHQW�WKHP��,Q�D�WUDGLWLRQDO�µVXSSO\�GULYHQ¶�VRFLDO�SURJUDPPH��LQ
FRQWUDVW��WKH�SURJUDPPH�PDQDJHPHQW�LGHQWLILHV�DQG�GHVLJQV�SURMHFWV��

7KH� VHFRQG� VKDUHG� FKDUDFWHULVWLF²WKDW� 6)V� DUH� JHQHUDOO\� µPXOWLVHFWRUDO¶�� LQ� WKH� VHQVH
WKDW�WKH\�ILQDQFH�DFWLYLWLHV�ZKLFK�ZRXOG�RWKHUZLVH�IDOO�XQGHU�WKH�MXULVGLFWLRQ�RI�D�YDULHW\
RI� PLQLVWULHV²LV� OHVV� LQQRYDWLYH� EXW� QHYHUWKHOHVV� GLVWLQFWLYH��� ,W� LV� QRW� ZKROO\
LQQRYDWLYH� EHFDXVH� SUHYLRXV� PXOWLVHFWRUDO� GHYHORSPHQW� SURJUDPPHV�� VXFK� DV� WKH� VR�
FDOOHG�LQWHJUDWHG�UXUDO�GHYHORSPHQW�SURJUDPPHV��KDYH�KDG�D�OHQJWK\�SULRU�KLVWRU\��7KH
6)V�KDYH�ILQDQFHG�DFWLYLWLHV�UDQJLQJ�IURP�WKH�SURYLVLRQ�RI�KHDOWK��HGXFDWLRQ�DQG�ZDWHU
LQIUDVWUXFWXUH�DQG�VHUYLFHV��WKURXJK�WR�µSHDFH�EXLOGLQJ¶�HIIRUWV��VNLOOV�JHQHUDWLRQ��DQG�WKH
SURYLVLRQ�RI�PLFUR�FUHGLW���7KHUH� LV�DQ� LQWULQVLF� ORJLFDO�DQG�SUDFWLFDO� OLQN�EHWZHHQ� WKH
PXOWLVHFWRUDO� FKDUDFWHU� RI� 6)V� DQG� WKH� LQWHQW� WKDW� WKH\� VKRXOG� EH� GHPDQG�GULYHQ�
5HO\LQJ�VROHO\�XSRQ�FRXQWHUSDUWV�WR�SUHVHQW�SURMHFW�SURSRVDOV�RI�WKHLU�RZQ�IRUPXODWLRQ
UHTXLUHV� RSHQQHVV� WR� D� UDQJH� RI� SRVVLEOH� IRUPDWV� DQG� JRDOV�� ZKLFK� DUH� GLIILFXOW� WR
DFFRPPRGDWH�ZLWKLQ� QDUURZ� VHFWRUDO� ERXQGDULHV��$V� D� UHVXOW�� GHPDQG�GULYHQ� 6)V� DUH
XVXDOO\� DGPLQLVWHUHG� E\� GLVWLQFW� GHFLVLRQ�PDNLQJ� ERGLHV� ZKLFK� DUH� UHODWLYHO\
LQGHSHQGHQW�RI�H[LVWLQJ�PLQLVWULHV���

7KHUH�LV�OLWWOH�FRPSDUDEOH�RU�V\VWHPDWLF�HYLGHQFH�RQ�WKH�SUHFLVH�YROXPH�RI�IXQGV�VSHQW
RQ�WKH�YDULRXV�FRPSRQHQWV�RI�6)�SURMHFWV��+RZHYHU��D�UHYLHZ�RI�:RUOG�%DQN�ILQDQFHG
SURMHFWV� UHSRUWV� WKDW� URXJKO\� RQH�WKLUG� RI� WRWDO� SURMHFW� FRVW� LV� DOORFDWHG� WR� µHFRQRPLF
LQIUDVWUXFWXUH¶� DQG� D� VLPLODU� SURSRUWLRQ� WR� VRFLDO� LQIUDVWUXFWXUH� DQG� SURYLVLRQ� �µKHDOWK
QXWULWLRQ�DQG�SRSXODWLRQ¶��DQG�HGXFDWLRQ�VHFWRUV���ZLWK�WKH�UHPDLQLQJ�RQH�WKLUG�FRYHULQJ
DFWLYLWLHV�VXFK�DV�WUDLQLQJ��HQYLURQPHQWDO�LQWHUYHQWLRQV��DQG�PLFUR�ILQDQFH��:RUOG�%DQN
�������7KH�ILJXUHV�IRU�/DWLQ�$PHULFDQ�6)V�FRQWDLQHG�LQ�*URVK��������DQG�LQ�*RRGPDQ
HW�DO�� ������� LQ�FRQWUDVW� VXJJHVW�D� UDWKHU�KLJKHU� DYHUDJH�SURSRUWLRQ� DOORFDWHG� WR� VRFLDO
LQIUDVWUXFWXUH�DQG�SURYLVLRQ��UHVSHFWLYHO\�RI����DQG����SHU�FHQW�����7KLV�GLIIHUHQFH�PD\
������������������������������������������������

� $OWKRXJK�VRPH�GHJUHH�RI�µSDUWLFLSDWLRQ¶�PD\�EH�LQFRUSRUDWHG�LQ�D�SURMHFW��LW�JHQHUDOO\�WDNHV�SODFH�LQ
WKH�FRQWH[W�RI�SUHGHWHUPLQHG�JXLGHOLQHV� IRUPXODWHG�E\� WKH�SURJUDPPH��ZKLFK�QDUURZO\�FKDUDFWHUL]H
WKH�EHQHILW�WR�EH�GHOLYHUHG�

� 81&7$'��������IRXQG�WKDW�RI����VRFLDO�IXQGV�VXUYH\HG�����ZHUH�PXOWLVHFWRUDO��VL[�KDG�IRXU�RU�PRUH
W\SHV�RI�SURMHFWV�����KDG�WKUHH�RU�PRUH�W\SHV�RI�SURMHFWV��WZR�KDG�WZR�RU�PRUH�W\SHV��DQG�RQO\�RQH�KDG
D�VLQJOH�W\SH��

� 6RFLDO�IXQGV�DUH�JUDGXDOO\�EXW�FRQWLQXDOO\�H[SDQGLQJ�LQWR�QHZ�DUHDV��)RU�H[DPSOH��WKH�-DPDLFD�6RFLDO
,QYHVWPHQW�3URMHFW�KDV�D�PHQX�RI�RSWLRQV�LQFOXGLQJ�WKH�ILQDQFLQJ�RI�FRQIOLFW�UHVROXWLRQ�SURJUDPPHV�
WKH� FUHDWLRQ� DQG� UHKDELOLWDWLRQ� RI� µLQWHJUDWHG� FRPPXQLW\� VSDFHV¶�� DQG� GUXJ� DEXVH� FRXQVHOOLQJ�� DOO
GLUHFWHG�DW�UHGXFLQJ�WKH�OHYHO�RI�XUEDQ�YLROHQFH��VHH�µ,QIUDVWUXFWXUH�1RWHV��'HF��������:RUOG�%DQN��

�� 6RPH� UHFHQW� VHFWRUDO�SURMHFWV� LQFRUSRUDWH�GHPDQG�GULYHQ�FRPSRQHQWV� LQVSLUHG�E\� WKH� JHQHUDO� VRFLDO
IXQG� H[SHULHQFH� KRZHYHU�� )RU� LQVWDQFH�� WKH� 1HSDO� 5XUDO� :DWHU� 6XSSO\� DQG� 6DQLWDWLRQ� SURMHFW� LV
VSHFLILFDOO\�GLUHFWHG�DW�ZDWHU�DQG�VDQLWDWLRQ�SURMHFWV��VHH�3DUWLFLSDWLRQ�6RXUFHERRN��:RUOG�%DQN������
FKDSWHU�,9��

�� $XWKRUV¶�FDOFXODWLRQ�EDVHG�RQ�FDOFXODWLQJ� WKH� DYHUDJH� YDOXH�RI� WKH� VXP�RI� µVHUYLFH�SURYLVLRQ¶� �� DQG
KHDOWK�� HGXFDWLRQ�DQG�ZDWHU�VHZHUDJH� LQIUDVWUXFWXUH� OLQHV�RI�7DEOH��� LQ�5HGG\� ������� �GHULYHG� IURP
*URVK���������DQG�E\�DYHUDJLQJ�WKH�VRFLDO�LQIUDVWUXFWXUH�OLQH�IRU�DOO�IXQGV�IRU�ZKLFK�FRPSOHWH�GDWD�LV
DYDLODEOH� LQ� *RRGPDQ� HW� DO�� ������ 1RWH� WKDW� WKLV� FDOFXODWLRQ� JHQHUDWHV� D� FRQVHUYDWLYH� HVWLPDWH� RI
H[SHQGLWXUHV�RQ� VRFLDO� LQIUDVWUXFWXUH� DQG�SURYLVLRQ� DV� LW� GRHV� QRW� LQFOXGH� VRFLDO� DVVLVWDQFH� DPRXQWV
ZKLFK�PD\� EH� LQFOXGHG� LQ� WKH� µRWKHU¶� FDWHJRU\� LQ� WKH� RULJLQDO� WDEOHV�� 7KHUH� PD\� EH� GLIIHUHQFHV� RI



��

UHIOHFW�FRQWLQXLQJ�UHJLRQDO�YDULDWLRQ�DV�WKH�$IULFDQ�6)V�LQ�SDUWLFXODU��WKH�µ$JHWLSV¶��KDYH
WHQGHG�WR�IRFXV�KHDYLO\�RQ�SXEOLF�ZRUNV�RI�D�JHQHUDO�NLQG���

6)V�KDYH�EHHQ�LQWHQGHG�WR�VHUYH�GLYHUVH�DQG�FKDQJLQJ�REMHFWLYHV��7KH�ILUVW�JHQHUDWLRQ�RI
6)V��HVSHFLDOO\�WKH�µ6()V¶��KDG�IRFXVHG�PDLQO\�RQ�WKH�PLWLJDWLRQ�RI�WKH�VRFLDO�FRVWV�RI
DGMXVWPHQW��+RZHYHU��DV�QRWHG�LQ�WKH�LQWURGXFWLRQ��XQGHUO\LQJ�WKLV�REMHFWLYH�WKHUH�ZHUH
ERWK�D�GLUHFW�VRFLDO�UDWLRQDOH��DQG�DQ�LQGLUHFW�SROLWLFDO�UDWLRQDOH�

7KH� GLUHFW� VRFLDO� UDWLRQDOH�ZDV� WR� UHFRJQL]H� DQG� FRXQWHUDFW� WKH� GHOHWHULRXV� LPSDFW� RI
RUWKRGR[� DGMXVWPHQW�� ZKLFK� KDG� EHHQ� LQLWLDWHG� LQ� GLYHUVH� FRXQWULHV� XQGHU� DGYHUVH
HFRQRPLF�FLUFXPVWDQFHV�DQG� WKH� LQWHOOHFWXDO� LQIOXHQFH�RI� WKH� µ:DVKLQJWRQ� FRQVHQVXV¶�
7KLV� ZDV� DWWHPSWHG� WKURXJK� 6)V¶� ILQDQFLQJ� RI� D� FRPELQDWLRQ� RI� ODERXU�LQWHQVLYH
HPSOR\PHQW�JHQHUDWLRQ�SURJUDPPHV��VRFLDO�H[SHQGLWXUHV�DLPHG�DW�FRXQWHUDFWLQJ�GLUHFW
ILVFDO�UHWUHQFKPHQW�LQ�WKH�VRFLDO�VHFWRUV��DQG�LQ�FHUWDLQ�FDVHV�SURJUDPPHV�RI�UHWUDLQLQJ
RU� GLUHFW� FRPSHQVDWLRQ� WR� WKRVH� GLVSODFHG� E\� WKH� DGMXVWPHQW� SURFHVV�� HVSHFLDOO\� IURP
SXEOLF� HPSOR\PHQW���$V� WKH� VRFLDO� FRVWV� RI� DGMXVWPHQW� PRXQWHG� DQG� EHFDPH� OHVV
GHQLDEOH��6)V�EHFDPH�WKH�IDYRXUHG�DQVZHU�WR�WKH�TXHVWLRQ�RI�KRZ�WKHVH�FRVWV�ZHUH�WR�EH
UHGXFHG�

7KH�LQGLUHFW�SROLWLFDO�UDWLRQDOH� IRU�XVLQJ�6)V�WR�PLWLJDWH�WKH�VRFLDO�FRVWV�RI�DGMXVWPHQW
ZDV� WR�PDNH� WKH� µELWWHU� SLOO¶� RI� DGMXVWPHQW� HDVLHU� WR� VZDOORZ��7KLV� FRQVLGHUDWLRQ�ZDV
H[SOLFLWO\�D�FHQWUDO�RQH�DQG�LV�HYLQFHG�LQ�PDQ\�GRFXPHQWV�DQG�GLVFXVVLRQV�RI�HDUO\�6)V�
,W�LV�ZHOO�NQRZQ�WKDW�WKH�ILUVW�6)��LQ�%ROLYLD��ZDV�LQLWLDWHG�LQ�ODUJH�SDUW�DV�D�UHVXOW�RI�WKH
IRUFHIXO� FRQYLFWLRQ� RI� D� :RUOG� %DQN� FRQVXOWDQW� ZKR� ZDV� DQ� H[�SROLWLFLDQ� �D� %ULWLVK
PHPEHU�RI�3DUOLDPHQW��ZKR�DUJXHG� WKDW� LW�ZDV�QHFHVVDU\� WR� XQGHUWDNH� µKLJKO\� YLVLEOH
DFWLRQ¶� WR� PLWLJDWH� WKH� VRFLDO� FRVWV� RI� DGMXVWPHQW� LQ� RUGHU� WR� PDNH� WKH� ODWWHU� PRUH

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

GHILQLWLRQ� EHWZHHQ� WKH� WKUHH� VRXUFHV� FRQVLGHUHG� LQ� WKLV� SDUDJUDSK� ZKLFK� OLPLW� WKH� SRVVLELOLWLHV� IRU
FRPSDULVRQ��,W�LV�GLIILFXOW�WR�WHOO�DV�WKH�GHILQLWLRQ�RI�FDWHJRULHV�KDV�QRW�EHHQ�PDGH�H[SOLFLW�LQ�DOO�RI�WKH
VRXUFHV�

�� )RU�VXJJHVWLYH�HYLGHQFH��VHH�0DUF�HW�DO���������7DEOH�$�����,Q�6HQHJDO�$JHWLS�,�DQG�6HQHJDO�$JHWLS�,,
IRU� LQVWDQFH�� µODERU� LQWHQVLYH� ZRUNV¶� WDNH� XS� EHWZHHQ� ��� DQG� ��� RI� RYHUDOO� H[SHQGLWXUHV�� ,W� LV� QRW
SRVVLEOH�WR�GLVWLQJXLVK�WKH�VRFLDO�IURP�HFRQRPLF�LQIUDVWUXFWXUH�FRPSRQHQWV�RI�µODERU�LQWHQVLYH�ZRUNV¶
�H�J�� VFKRROV� YV�� URDGV��� 'HVFULSWLYH� HYLGHQFH� VXJJHVWV� KRZHYHU� WKDW� WKH� $JHWLSV� KDYH� SODFHG� QR
VSHFLDO�SULRULW\�RQ�WKH�IRUPHU�

�� $� VRPHZKDW� LQFRKHUHQW� GLVWLQFWLRQ�PDGH� IUHTXHQWO\� LQ� WKLV� SHULRG�ZDV� EHWZHHQ� WKH� VR�FDOOHG� µQHZ
SRRU¶� DQG� WKH� VR�FDOOHG� µROG� SRRU¶�� 7KH� VR�FDOOHG� µQHZ� SRRU¶� �UHDOO\� WKH� µQHZO\� SRRUHU¶�� UHIHUV� WR
LQGLYLGXDO�VXFK�DV�UHWUHQFKHG�FLYLO�VHUYDQWV�PDGH�SRRUHU�E\�WKH�DGMXVWPHQW�SURFHVV�WKRXJK�WKH\�PD\
QRW�KDYH�IDOOHQ�EHORZ�WKH�SRYHUW\�OLQH��7KH�ROG�SRRU��LQ�FRQWUDVW��UHIHUV�WR�WKRVH�ZKR�PD\�RU�PD\�QRW
KDYH�EHHQ�QHJDWLYHO\�DIIHFWHG�E\�WKH�DGMXVWPHQW�SURFHVV��EXW�ZHUH�DOUHDG\�EHORZ�WKH�SRYHUW\�OLQH��$V
D�UHVXOW��QRW�DOO�RI�WKH�QHZO\�SRRUHU�DUH�LQ�IDFW�SRRU�DQG�QRW�DOO�RI�WKH�QHZO\�SRRUHU�DUH�LQ�IDFW�QHZ�WR
SRYHUW\��7KH�GLVWLQFWLRQ�EHWZHHQ�QHZ�SRRU�DQG�ROG�SRRU�LV�WKHUHIRUH�TXLWH�PLVOHDGLQJ��1HYHUWKHOHVV��LW
KDV� EHHQ� ZLGHO\� XVHG� LQ� WKH� OLWHUDWXUH� RQ� VRFLDO� IXQGV�� $� VLJQLILFDQW� GHEDWH� KDV� WDNHQ� SODFH� DV� WR
ZKHWKHU�VRFLDO�IXQGV�VKRXOG�EH�WDUJHWHG�DW�WKH�QHZ�SRRU�RU�WKH�ROG�SRRU��,Q�DQ\�HYHQW��LW�LV�OLNHO\�WKDW
VRFLDO� IXQGV� IDLOHG� WR� UHDFK� WKH� µQHZ� SRRU¶�� )RU� H[DPSOH�� HYLGHQFH� VKRZV� WKDW� LQ� WKH� FDVH� RI� WKH
%ROLYLDQ�HPHUJHQF\�VRFLDO�IXQG��RI�WKH�YHU\�ODUJH�QXPEHU�RI�WLQ�PLQHUV�ZKR�ORVW�WKHLU�MREV�GXULQJ�WKH
DGMXVWPHQW�SURFHVV��D�YHU\�VPDOO�SHUFHQWDJH��OLNHO\�OHVV�WKDQ�WZR�SHUFHQW��FDPH�WR�EH�HPSOR\HG�RQ�LWV
SURMHFWV��$GPLWWHGO\��µ7KH�(6)�GLG�QRW�WDUJHW�WKH�H[�HPSOR\HHV�RI�WKH�SXEOLF�VHFWRU�ZKR�DUH�JHQHUDOO\
FRQVLGHUHG� WR� KDYH� EHHQ� WKH� SHUVRQV� PRVW� GLUHFWO\� DIIHFWHG� E\� %ROLYLD¶V� VWUXFWXUDO� DGMXVWPHQW
SURJUDP¶��1HZPDQ�HW�DO�������LQ�-RUJHQVHQ�DW�DO��������



��

SROLWLFDOO\�SDODWDEOH����7KH�RIWHQ�FORVH�OLQN�EHWZHHQ�6)�PDQDJHPHQW�DQG�WKH�H[HFXWLYH
EUDQFK�RI�JRYHUQPHQWV��WKH�IRUPHU�W\SLFDOO\�UHSRUWHG�GLUHFWO\�WR�WKH�ODWWHU�UDWKHU�WKDQ�WR
H[LVWLQJ�PLQLVWULHV��RZHV�LWV�RULJLQ�LQ�SDUW�WR�WKH�SHUFHLYHG�QHHG�IRU�WKH�QDWLRQDO�SROLWLFDO
OHDGHUVKLS� WR� EH� DEOH� WR� µFODLP� FUHGLW¶� IRU� 6)� DFKLHYHPHQWV�� 2QH� YHUVLRQ� RI� WKLV
DUJXPHQW�ZKLFK�KDV�EHHQ� LQIOXHQWLDOO\�PDGH� LV� WKDW�6)V�KHOS� WR� FUHDWH� VR�FDOOHG� µQHZ
FRDOLWLRQV� IRU� UHIRUP¶� FRPSRVHG� RI� WKRVH� EHQHILWLQJ� IURP� WKH� IXQG��ZKR�PD\�ZHOO� EH
GLVWLQFW� IURP� WKRVH� LQMXUHG� E\� WKH� DGMXVWPHQW� SURFHVV�� 7KH� IRUPHU�� LI� VXIILFLHQWO\
QXPHURXV��FDQ� DLG� WKH�SROLWLFDO�YLDELOLW\�RI� WKH� UHIRUP�SDFNDJH� HYHQ� LI� LW� FRQWLQXHV� WR
KDUP�RWKHUV����$�µOHVV�F\QLFDO¶�YHUVLRQ�RI�WKLV�DUJXPHQW�QRWHG�E\�&RUQLD��������LV�WKDW
µLI� WKH�JRYHUQPHQW�ZDV�QRW�DEOH� WR�JHQHUDWH�HQRXJK�SRSXODU� VXSSRUW� IRU� WKH� HFRQRPLF
UHIRUPV�� LW� ZRXOG� QRW� KDYH� EHHQ� DEOH� WR� VXVWDLQ� DQ\� DGMXVWPHQW� SURJUDPPH�� ZLWKRXW
ZKLFK� WKH�SRRU�ZRXOG�KDYH�VXIIHUHG� HYHQ�PRUH�EHFDXVH�RI� D� OLNHO\� UHWXUQ� WR�XQVRXQG
PDFUR�SROLFLHV¶�

$V�WKH�SXUSRVH�RI�WKLV�SDSHU�LV�WR�H[DPLQH�WKH�UROH�RI�6)V�DV�DQ�DQWL�SRYHUW\�GHYLFH��DQG
HVSHFLDOO\�DV�D�UHVSRQVH�WR�WKH�VRFLDO�FRVWV�RI�DGMXVWPHQW��LW�LV�RQO\�QHFHVVDU\�WR�PHQWLRQ
EULHIO\� WKH� RWKHU� REMHFWLYHV� XSRQ� ZKLFK� 6)V� KDYH� LQFUHDVLQJO\� IRFXVVHG�� ,QGHHG�� WKH
µFRPSHQVDWRU\¶� UROH�RI�6)V� LV� WRGD\�VFDUFHO\�PHQWLRQHG��DOWKRXJK� WKHLU�SLYRWDO� UROH� LQ
WKH� PXOWLODWHUDO� UHVSRQVH� WR� WKH� µ$VLDQ� FULVLV¶� WHVWLILHV� WKDW� WKH\� VWLOO� DUH� VHHQ� DV
SRWHQWLDOO\� SOD\LQJ� WKLV� UROH���� 7KDW� WKH� µHPHUJHQF\� UHVSRQVH¶� UROH� RI� 6)V� LV� RI
FRQWLQXHG�LPSRUWDQFH�LV�DOVR�WHVWLILHG�WR�E\�WKH�UHOLDQFH�XSRQ�WKHP�DV�PHFKDQLVPV�ZLWK
ZKLFK� WR� UHVSRQG� WR� QDWXUDO� GLVDVWHU� DQG� SRVW�FRQIOLFW� UHFRQVWUXFWLRQ� QHHGV����6)V� DUH
LQFUHDVLQJO\� FRQFHLYHG� DV� DQ� LQWHUPHGLDWH� DQG� ORQJ�WHUP� VHUYLFH� GHOLYHU\� LQVWUXPHQW
ZKLFK� LV�PRUH� HIILFLHQW� WKDQ� WUDGLWLRQDO�PHDQV�RI� VHUYLFH�GHOLYHU\� WKURXJK� HVWDEOLVKHG
PLQLVWULHV��WKURXJK�WKHLU�HPSOR\PHQW�RI�DQ�RVWHQVLEO\�PRUH�SDUWLFLSDWRU\��GHFHQWUDOL]HG�
DQG� µGHPDQG�UHVSRQVLYH¶� DSSURDFK�� ,Q� WKLV� FRQQHFWLRQ�� WKH\� KDYH� EHHQ� VHHQ� DV
HYHU\WKLQJ� IURP� D� µEHDFKKHDG¶� IRU� WKH� µPRGHUQL]DWLRQ� RI� WKH� VWDWH¶� �WKURXJK� WKH
µGHPRQVWUDWLRQ�HIIHFW¶�WKH\�KDYH�RQ�LQHIIHFWXDO�VWDWH�EXUHDXFUDFLHV��WR�D�µWUDLQLQJ�JURXQG
LQ� WKH�GHPRFUDWLF�SURFHVV¶� �%HQHUtD�DQG�0HQGR]D��������7KHVH�GLYHUVH�FODLPV��ZKLFK
DUH�WKHPVHOYHV�FRQWURYHUVLDO�DQG�FDOO� IRU�PRUH�V\VWHPDWLF�HYDOXDWLRQ��DUH�QRW�DOO� WDNHQ
XS� KHUH� �IRU� LQGHSHQGHQW� HYDOXDWLRQV� VHH� *RRGPDQ� HW� DO�� ������ 5HGG\� �������� DQG
7HQGOHU��������

'HVSLWH�WKH�GLYHUVLW\�RI�FODLPV�PDGH�RQ�EHKDOI�RI�FXUUHQW�6)V��WKH\�DOPRVW�DOO�FRQWLQXH
WR� FODLP� WR� KDYH� XOWLPDWHO\� DQ� DQWL�SRYHUW\� REMHFWLYH�� ZKHWKHU� WKURXJK� DOOHYLDWLQJ
VKRUW�UXQ� KDUGVKLS� RU� EULQJLQJ� DERXW�PRUH� VXVWDLQDEOH� DQG� HIILFLHQW� GHOLYHU\� RI� VRFLDO

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

�� 6HH�0DUVKDOO��������LQ�-RUJHQVHQ�HW�DO���������

�� 6HH�*UDKDP��������� ,W� LV�QRW�FOHDU�KRZ� WKLV�DUJXPHQW�FDQ�EH� UHFRQFLOHG�ZLWK�RXU�NQRZOHGJH�RI� WKH
VPDOO�QXPEHUV�RI�SHRSOH�DIIHFWHG�E\�VRFLDO�IXQGV��VHH�QH[W�VHFWLRQ��XQOHVV�WKH�DUJXPHQW�UHVWV�RQ�WKHUH
EHLQJ�D�SRZHUIXO�V\PEROLF�DSSHDO�WR�WKH�FUHDWLRQ�RI�VRFLDO�IXQGV�

�� 6HH� LQ� SDUWLFXODU� WKH� µVRFLDO� LQYHVWPHQW� IXQG¶� FRPSRQHQW� RI� WKH� ����� PLOOLRQ� µVRFLDO� LQYHVWPHQW
SURMHFW¶�IRU�7KDLODQG�SURSRVHG�E\�WKH�:RUOG�%DQN��µ3URMHFW�$SSUDLVDO�'RFXPHQW��5HSRUW�1R�������
7+��

�� 2Q�WKH�RVWHQVLEOH�HPHUJHQF\�UROH�RI�6)V�LQ�&HQWUDO�$PHULFD��+RQGXUDV��1LFDUDJXD��DQG�*XDWHPDOD��LQ
WKH�DIWHUPDWK�RI�µ+XUULFDQH�0LWFK¶�VHH�:RUOG�%DQN���������)RU�WKHLU�UROH�LQ�SRVW�FRQIOLFW�&DPERGLD�
VHH�9LUDN��������
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VHUYLFHV�� ,W� LV� WKHUHIRUH� LPSRUWDQW� WR� DWWHPSW� FRPSUHKHQVLYHO\� WR� MXGJH� WKH� FODLP� WKDW
WKH\�KHOS�PHDQLQJIXOO\�WR�UHGXFH�LQHTXDOLW\�DQG�SRYHUW\�

� (IIHFWV�RQ�LQFRPHV�DQG�SRYHUW\��PDFUR�SHUVSHFWLYH

+DYH� WKH� UHVRXUFHV�DVVLJQHG� WR�6)V�EHHQ�DGHTXDWH� WR�FRQWHQG�ZLWK� WKH� VFDOH�RI� VRFLDO
FRVWV� HQWDLOHG� E\� DGMXVWPHQW�� DQG� WKH� VRFLDO� QHHGV� LQ� GHYHORSLQJ� FRXQWULHV"� 5HDO
SURJUDPPH� H[SHQGLWXUHV� RQ� 6)V� DUH� GLIILFXOW� WR� HQXPHUDWH� RQ� D� VWULFWO\� FRPSDUDEOH
EDVLV��+RZHYHU��VRPH�URXJK�FRPSDULVRQV�DUH�SRVVLEOH�� ,W�DSSHDUV� WKDW� WKH�VFDOH�RI�6)V
KDV�YDULHG�VXEVWDQWLDOO\��IURP���WR����PLOOLRQ�86�GROODUV�LQ�WKH�FDVH�RI�$IULFD��DQG�IURP
���PLOOLRQ�WR�����ELOOLRQ�GROODUV�LQ�WKH�FDVH�RI�/DWLQ�$PHULFD��0DUF�HW�DO��������$QQH[
���7DEOH�$����7DEOH���EHORZ�

,I�WKH�H[SHQGLWXUH�RQ�6)V�LV�H[DPLQHG�DV�D�SHUFHQWDJH�RI�*'3��WKHLU�VPDOO�VFDOH�LV�HYHQ
PRUH� HYLGHQW�� 2I� WKH� FRXQWULHV� LQFOXGHG� LQ� 7DEOH� ��� LQ� QR� FDVH� GR� 6)� UHVRXUFHV� SHU
SURJUDPPH�\HDU�ULVH�DERYH���SHU�FHQW�RI�*'3��7KHLU�VFDOH�LQ�UHODWLRQ�WR�*'3�DSSHDUV�WR
KDYH�EHHQ�VRPHZKDW�ORZHU�LQ�$IULFD��EHWZHHQ�����DQG�����SHU�FHQW�SHU�SURJUDPPH�\HDU�
WKDQ�LQ�/��$PHULFD��EHWZHHQ�����DQG���SHU�FHQW���$V�D�VKDUH�RI�VRFLDO�H[SHQGLWXUH��6)V
KDYH� DFFRXQWHG� IURP� ���� SHU� FHQW� LQ� WKH� FDVH� RI� &KLOH� WR� ��� SHU� FHQW� LQ� WKH� FDVH� RI
%ROLYLD¶V�(PHUJHQF\�6RFLDO�)XQG��LQ�WKH�VDPSOH�VKRZQ�LQ�7DEOH����,W�FDQ�EH�REVHUYHG
WKDW�LQ�$IULFD�WKLV�VKDUH�KDV�UDQJHG�PRUH�QDUURZO\�EHWZHHQ�����DQG�����SHU�FHQW�

,W� LV� LQWHUHVWLQJ� DQG� LPSRUWDQW� WR� QRWH� WKDW� GXULQJ� WKH� \HDUV� RI� 6)V�� WRWDO� VRFLDO
H[SHQGLWXUH� �HLWKHU� DV� D�SHUFHQWDJH�RI�*'3�RU�RQ� D�SHU� FDSLWD� EDVLV�� GHFOLQHG� LQ� IRXU
FDVHV� �3DQDPD�� (FXDGRU�� (O� 6DOYDGRU� DQG� =DPELD�� RXW� RI� ��� LQ� 7DEOH� ��� URVH� E\� DQ
DPRXQW� OHVV� WKDQ� RU� HTXDO� WR� WKH� H[SHQGLWXUH� RQ� 6)V� LQ� WZR� FDVHV� �%ROLYLD� DQG
0DGDJDVFDU²LW� LV� FRQFHLYDEOH� WKDW� VRPH�GLYHUVLRQ� IURP� UHJXODU� VRFLDO� H[SHQGLWXUH� WR
VRFLDO� IXQGV� PLJKW� KDYH� RFFXUUHG� KHUH��� DQG� URVH� LQ� WKH� UHPDLQLQJ� VL[�� 7KLV� PXGG\
SLFWXUH� VXJJHVWV� WKDW� WKH� FODLP� WKDW� 6)V� KDYH� DUUHVWHG� WKH� GHFOLQH� LQ� DJJUHJDWH� VRFLDO
H[SHQGLWXUH�PD\�EH�GLIILFXOW� WR�VXVWDLQ��7KLV�UHVXOW�PD\�EH�YLHZHG�PRUH�XQIDYRXUDEO\
VWLOO�ZKHQ� WKH� LQLWLDO� \HDU� RI� FRPSDULVRQ� LV� DOORZHG� WR� YDU\��:KHQ� WKH� FRPSDULVRQ� LV
FDUULHG� RXW� LQ� UHODWLRQ� WR� D� VXLWDEOH� SUH�DGMXVWPHQW� SHULRG� �IRU� H[DPSOH� ����������
ZKLFK� SUHFHGHG� WKH� PDVV� RI� DGMXVWPHQW� SURJUDPPHV��� UDWKHU� WKDQ� WKH� UHODWLYHO\
GHSUHVVHG�LQWHUYDO����������LW�QR�ORQJHU�DSSHDUV�WKDW�6)V�KDYH�LQ�IDFW�RIIVHW�WKH�IDOO�LQ
VRFLDO� H[SHQGLWXUH� DV� D� SHUFHQWDJH� RI�*'3�RU� LQGHHG� RI� VRFLDO� H[SHQGLWXUH� SHU� FDSLWD
�7DEOH���DQG�7DEOH�����,Q�WKLV�EURDGHU�FRPSDULVRQ��LQ����FDVHV�RXW�RI�WKH����LQFOXGHG�LQ
7DEOH� ��� WKH� DGGLWLRQDO� H[SHQGLWXUH� RQ�6)V� IDLOHG� WR� FRPSHQVDWH� IRU� WKH� LQLWLDO� IDOO� LQ
VRFLDO�H[SHQGLWXUH�RU�ZDV�QRW�DEOH�WR�DUUHVW�LWV�GHFOLQLQJ�WUHQG��7KLV�IDFW�WDNHV�RQ�HYHQ
PRUH� LPSRUWDQFH� LQ� OLJKW�RI� WKH� IDFW� WKDW� WKH�QHHGV�RI� WKH�SRSXODWLRQV�RI� WKH� FRXQWULHV
FRQFHUQHG�DUH�OLNHO\�WR�KDYH�EHHQ�KHLJKWHQHG�E\�WKHLU�GHFOLQLQJ�LQFRPHV�DQG�LQFUHDVHG
LQVHFXULW\�DV�D�UHVXOW�RI�WKH�DGMXVWPHQW�SURFHVV�

$� WKLUG� ZD\� WR� DVVHVV� WKH� VFDOH� RI� 6)V� PLJKW� FRQVLVW� LQ� FRPSDULQJ� WKHLU� \HDUO\
H[SHQGLWXUH�ZLWK�WKH�LQFUHDVH�LQ�WKH�µSRYHUW\�JDS¶�RYHU� WKH�\HDUV� LQ�TXHVWLRQV�HQWDLOHG
E\�VWDELOL]DWLRQ�RU�VWUXFWXUDO�DGMXVWPHQW��7KLV�PHDVXUH�ZRXOG�EHVW�FDSWXUH�WKH�H[WHQW�WR
ZKLFK�6)V�ZHUH�DEOH� WR� FRPSHQVDWH� WKH� VRFLDO� FRVW� RI� DGMXVWPHQW�� ,QIRUPDWLRQ�RQ� WKH
LQFUHDVH�LQ�WKH�SRYHUW\�JDS�IRU�WKH�FRXQWULHV�ZKLFK�KDYH�LQWURGXFHG�6)V�LV�KRZHYHU�QRW



��

DYDLODEOH�� &RQFOXVLRQV� DERXW� WKH� DGHTXDF\� RI� WKH� IXQGV� DOORFDWHG� ZRXOG� GHSHQG�� LQ
DGGLWLRQ��RQ�WKH�SUHFLVLRQ�RI�WKH�WDUJHWLQJ�RI�WKH�6)V�ZKLFK��DV�LW�ZLOO�EH�QRWHG�ODWHU��KDV
RIWHQ�EHHQ�SRRU�

Table 1
Expenditure on selected social funds (SF) as percentage of GDP and social expenditure (SE),
social expenditure/GDP ratio, real social expenditure per capita in selected Latin American and

African countries

Total amount of SF: SF per programme yr:

in $mn

% of
external

funds
as % of
GDP (a

as % of
SE (a

Social
expenditure as

% of GDP
before and

during SFs (b

Real social
expenditure
before and

during SFs (c

LATIN AMERICAN COUNTRIES

Bolivia
(SEF 1986-91)

191 85 (d 0.72 11.0 before 6.2(e

during 6.6
before 96
during 98

Bolivia
(FIS 1990-94)

96 69 (d 0.38 4.5 6.3
8.7

92
136

Chile
(FOSIS 1990-94)

77 43 (d 0.04 0.3 13.1
13.1

52500
62300

Ecuador
(several, 1983-90)

180 n.a. 0.20 3.8 5.9
5.2

12300
10300

El Salvador
(FIS 1990-93)

67 67 (d 0.31 9.3 3.7
3.4

158
156

Mexico
(PRONASOL
1989-93)

2500 0 (d 0.17  2.7 5.1
6.5

126
171

Nicaragua
(FISE 1990-94)

93 n.a. (d – – n.a.
16.9

–
–

Panama
(FISE 1990-93)

32 62 (d 0.10 0.6 16.5
16.1

349
396

SIX AFRICAN COUNTIES

Cameroon
(SDA 1991-95)

49 78 (d 0.11 1.8 before   6.0
during   7.7

before   18100
during   19100

Egypt
(SFD 1991-95)

613 n.a. 0.36 2.7 12.8
13.7

144
159

Ghana
(PAMSCAD 1987-92)

80 94 (d 0.22 3.8 5.3
6.4

2850
3650

Madagascar
(SIRP 1989-93)

41 88 (d 0.28  7.5 3.5
3.8

8930
9310

Zambia
(SRP 1989-93)

49 94 (d 0.28 5.7 5.4
4.9

166
140

Zambia
(MPI 1991-95)

20 n.a. (d 0.12 2.2 4.8
6.5

142
151

Source: Cornia (1999) based on data in UNCTAD (1994); Glaessner et al. (1994); Marc et al. (1995);
Reddy (1998) and IMF-GFS (1998).

Notes: (a Total value of SF (divided by the number of years of operations) and further divided by the
average yearly GDP of the period considered;

(b ‘Before’ = average social expenditure/GDP ratio over the two years preceding the onset of the SFs
(social expenditure includes health, education, social security, housing, and other amenities),
‘during’ = unweighted average during the programme years;

(c ‘Before’ = average real social expenditure per capita (in national currency in constant 1987 prices)
over the two years preceding the onset of the SFs, ‘during’ = unweighted average during the
programme years;

(d Share of SFs funded with foreign, NGOs and other resources;  (e1983-84.





Table 2
Social expenditure/GDP ratio and social expenditure per capita in constant prices pre-crisis/adjustment,

2 years before the launch of SFs and during the SFs

Country
SFs and years

SE/GDP,
pre-crisis & adjustment (a

SE/GDP
 2 years prior SF (a

SE/GDP
during SF (a

SE per capita,
pre-crisis & adjustment (b

SE per capita,
2 years prior SF (b

SE per capita
during SF (b

Bolivia
FSE, 1986-91

6.0
(1978-80)

6.2
(1983-84)

6.6
(1986-91)

111
(1978-80)

96
(1983-84)

98
(1986-91)

Bolivia
FIS, 1990-94

6.0
(1978-80)

6.3
(1988-89)

8.7
(1990-94)

111
(1978-80)

92
(1983-84)

136
(1990-94)

Chile
FOSIS, 1990-94

19.3
(1980-82)

13.1
(1988-89)

13.1
(1990-94)

65800
(1980-82)

52500
(1988-89)

62300
(1990-94)

Ecuador
Several, 1983-90

5.9
(1980-82)

5.7
(1981-82)

5.2
(1983-90)

12300
(1980-82)

12000
(1981-82)

10300
(1983-90)

El Salvador
FIS, 1990-93

6.1
(1980-82)

3.7
(1988-89)

3.4
(1990-93)

284
(1980-82)

158
(1988-89)

156
(1990-93)

Mexico
Pronasol, 1989-93

7.5
(1980-82)

5.1
(1987-88)

6.5
(1989-93)

208
(1980-82)

126
(1987-88)

171
(1989-93)

Nicaragua (c

FISE, 1990-94
3.9

(1978-80)
– 16.9

(1990-94)
–

(1978-80)
– –

(1990-94)

Panama
FSE, 1990-93

14.8
(1985-87)

16.5
(1988-89)

16.1
(1990-93)

377
(1985-87)

349
(1988-89)

396
(1990-93)

Cameroon
SDA, 1991-95

6.8
(1985-87)

6.0
(1989-90)

7.7
(1991-95)

25700
(1985-87)

18100
(1989-90)

19100
(1991-95)

Egypt
SFD, 1991-94

16.7
(1981-83)

12.8
(1989-90)

13.7
(1991-94)

156
(1981-83)

144
(1989-90)

159
(1991-94)

Ghana
Pamscad, 1987-92

6.4
(1977-78)

5.3
(1985-86)

6.4
(1987-92)

4130
(1977-78)

2850
(1985-86)

3650
(1987-92)

Madagascar
SIRP, 1989-93

– 3.5
(1988)

3.8
(1989-93)

– 8930
(1988)

9310
(1989-93)

Zambia
SRP, 1989-93

9.5
(1976-82)

5.4
(1987-88)

4.9
(1989-93)

358
(1976-82)

166
(1987-88)

140
(1989-93)

Zambia
MPI, 1991-95

9.5
(1976-82)

4.8
(1989-90)

5.8
(1991-95)

358
(1976-82)

142
(1989-90)

151
(1991-95)

Source: Cornia (1999) based on IMF GFS 1987,1991,1997; IMF IFS 1997; WB World Development Indicators 1998.

Notes: (a In percentages; (b Social Expenditure per capita in constant 1987 local currency units; (c For Nicaragua comparisons are made difficult as in 1990-91 a
new currency and a large devaluation were introduced, and the war ended.
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Table 3
 Maximum possible average expenditure per poor person by SFs

 in selected countries

Social Fund Amount (US$)

Bolivia, FSE 9

Bolivia, FIS 7

Chile, FOSIS 30

Dominican Republic, PROCOMUN 7

Ecuador, FISE 6

El Salvador, FIS 11

Ghana, PAMSCAD 19.5

Guatemala, FONAPAZ 3

Guatemala, FIS 3

Haiti, FAES 3

Honduras, FHIS 7

Madagascar 7.5

Mexico, PRONASOL 135

Nicaragua, FISE 11

Peru, FONCODES 11

Panama, FES 16

Senegal 3.5

Uruguay, PRIS/FAS 62

Zambia <1

Zimbabwe <1

Sources: Graham (1994); Stewart and van der Geest (1995); Goodman et al. (1997).

2WKHU�VLPLODU� LQGLFDWRUV�RI� WKH�VFDOH�RI�6)V�DUH�DOVR� WHOOLQJ��)RU� LQVWDQFH�� WKH�DEVROXWH
OHYHOV�RI�DQQXDO�GLVEXUVHPHQWV�SHU�SRRU�SHUVRQ�WKURXJK�6)V�DUH�JHQHUDOO\�VPDOO��7DEOH��
VKRZV� WKDW� WKHVH� YDU\� IURP� ���� �=LPEDEZH� DQG� =DPELD�� WR� DQ� H[FHSWLRQDO� ����
�0H[LFR¶V� 3URQDVRO��� DQG� DYHUDJHV� OHVV� WKDQ� ���� SHU� SRRU� SHUVRQ�� 7KLV� UHFRUG� RI� WKH
PD[LPXP�DPRXQWV�6)V�KDYH�DFWXDOO\�EHHQ�FDSDEOH�RI�PDNLQJ�DYDLODEOH� WR� WKH�SRRU� LV
SHUKDSV�WKH�PRVW�GDPDJLQJ�LQGLFWPHQW�RI�WKH�VRPHZKDW�JUDQGLRVH�FODLP�WKDW�WKH\�FRXOG
HIIHFWLYHO\�FXVKLRQ�WKH�SRRU�IURP�WKH�DGYHUVH�HFRQRPLF�FRQVHTXHQFHV�RI�DGMXVWPHQW�

6LPLODUO\��7DEOH���VKRZV�WKDW�WKH�HPSOR\PHQW�FUHDWHG�SHU�\HDU�E\�6)V�LQ�/DWLQ�$PHULFD
DV� D� IUDFWLRQ� RI� WKH� ODERXU� IRUFH� YDULHG� IURP� ���� WR� �� SHU� FHQW�� 7KLV� GDWD� LV� HTXDOO\
VHYHUHO\�GDPDJLQJ�WR�WKH�LPDJH�RI�6)V�DV�VDIHW\�QHWV�IRU�WKH�SRRU��,W�LV�DOVR�UHSRUWHG�WKDW
LQ� +RQGXUDV� ���������� 6)�JHQHUDWHG� HPSOR\PHQW� DPRXQWHG� WR� �� SHU� FHQW� RI� WKH
XQHPSOR\HG��LQ�3HUX�����������WR�����SHU�FHQW��DQG�LQ�(O�6DOYDGRU�������RQZDUG��WR����
SHU�FHQW��7HQGOHU��������,W�LV�GLIILFXOW�WR�YLHZ�WKHVH�OHYHOV�RI�LPSDFW�RQ�HPSOR\PHQW�DV
VL]HDEOH�� RU� DV� OLNHO\� WR� VHUYH� D� PHDQLQJIXO� FRPSHQVDWRU\� IXQFWLRQ� XQGHU� WKH� VRFLDO
VWUDLQV�JHQHUDWHG�E\�FULVLV�DQG�RUWKRGR[�DGMXVWPHQW�

)LQDOO\�� 6)V�PHDQW� WR� FRPSHQVDWH� IRU� WKH� VRFLDO� FRVWV� RI� DGMXVWPHQW� KDYH� RIWHQ� EHHQ
YHU\� VORZ� WR� EHJLQ� IXQFWLRQLQJ�� VHULRXVO\� SUHMXGLFLQJ� WKHLU� DELOLW\� WR� DFKLHYH� WKHLU
SURFODLPHG�VKRUW�WHUP�SXUSRVH��*KDQD¶V�3$06&$'��WKH�ILUVW�PDMRU�HIIRUW�LQ�$IULFD�WR
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PLWLJDWH� WKH� VRFLDO� FRVWV� RI� DGMXVWPHQW� WKURXJK� FRPSHQVDWRU\� DFWLRQ��ZDV� QRWRULRXVO\
VORZ�WR�EHJLQ�WR�RSHUDWH��FDVWLQJ�PXFK�GRXEW�RQ�LWV�YDOXH��7HQGOHU��������DOVR�UHSRUWV
WKDW�PDQ\� WUDGLWLRQDO� VRFLDO�SURJUDPPHV� DSSHDU� WR�KDYH�GLVEXUVHG� IXQGV�PRUH� UDSLGO\
WKDQ�6)V��FRQWUDU\�WR�D�FRPPRQ�FRQFHSWLRQ��7KLV�PD\�LQ�ODUJH�SDUW�EH�GXH�SUHFLVHO\�WR
WKH�FRPPHQGDEOH�DWWHPSW�RI�6)V�WR�EH�µSDUWLFLSDWRU\¶�DQG�µGHPDQG�GULYHQ¶��2I�FRXUVH
WKLV�GRHV�QRW�VXJJHVW�WKDW�SDUWLFLSDWLRQ�LV�DQ�XQGHVLUDEOH�JRDO²RQO\�WKDW�6)V�DQG�RWKHU
LQVWLWXWLRQDO�PHFKDQLVPV�ZKLFK� DWWHPSW� WR� LQVWDQWLDWH� LW�PD\� QRW� EH� WKH�PRVW� VXLWDEOH
YHKLFOHV� IRU� SURYLGLQJ� HPHUJHQF\� FRPSHQVDWLRQ� WR� WKH� SRRU�� 6)V� DUH� DQ� LQDGHTXDWH
UHVSRQVH� WR� HPHUJHQFLHV� ERWK� EHFDXVH� WKHLU� DGPLQLVWUDWLYH� VWUXFWXUHV� WDNH� WLPH� WR
HVWDEOLVK�DQG�EHFDXVH�FRXQWHUSDUWV�WDNH�WLPH�WR�RUJDQL]H�WKHPVHOYHV�DQG�WR�LGHQWLI\�DQG
IRUPXODWH� SURMHFWV��:KHWKHU� RU� QRW� 6)V� DUH� D� YLDEOH� LQVWUXPHQW� RI� ORQJ�WHUP� VHUYLFH
GHOLYHU\��WKH\�DUH�SDWHQWO\�LQDGHTXDWH�DV�FRPSHQVDWRU\�GHYLFHV�IRU�VKRUW�WHUP�VKRFNV��$
PRUH� VXLWDEOH� LQVWLWXWLRQDO� DUUDQJHPHQW� WR� FRQWHQG� ZLWK� VXFK� VKRFNV� ZRXOG� EH
SUHYLRXVO\� HVWDEOLVKHG� VWDQGLQJ� VRFLDO� SURWHFWLRQ� LQVWLWXWLRQV� ZKLFK� DUH� FDSDEOH� RI
H[SDQGLQJ� UDSLGO\� WKH� VXSSO\� RI� VRFLDO� SURWHFWLRQ� VHUYLFHV�� ZKHQ� UHTXLUHG�� DW� ORZ
PDUJLQDO� FRVWV�� HYHQ� LI� WKH� IL[HG� FRVWV� HQWDLOHG� LQ� FUHDWLQJ� VXFK� LQVWLWXWLRQV� DUH
VRPHZKDW�KLJKHU��6RPH�DUUDQJHPHQWV�RI�WKLV�W\SH�DUH�GLVFXVVHG�LQ��6HFWLRQ�9,��EHORZ�
ZKLFK�ZRXOG� VHUYH� WR� UHGXFH� D� SHUYDVLYH� SUREOHP� RI� 6)V�� WKDW� SURWHFWLRQ� GHOD\HG� LV
SURWHFWLRQ�GHQLHG�

Table 4
 Employment creation in Latin American Social Funds

Social Fund Social Fund employment as a fraction of labour force (%)

Bolivia, FES 1.0

Bolivia, FIS 0.1

Chile, FOSIS negligible

Ecuador, FISE 0.2

El Salvador, FIS 0.3

Guatemala, FIS 0.3

Haiti, FAES 0.3

Honduras, FHIS 0.8

Nicaragua, FISE 0.6

Peru, FONCODES 0.2

Panama, FES 0.2

Source: Goodman et al. (1997).

� (IIHFWV�RQ�LQFRPHV�DQG�SRYHUW\��PLFUR�SHUVSHFWLYHV

,W� KDV� EHHQ� DUJXHG� DERYH� WKDW�� LQ� JHQHUDO�� 6)V� KDYH� QRW� GLVSRVHG� RI� WKH� DJJUHJDWH
UHVRXUFHV�QHFHVVDU\�WR�PHHW�WKHLU�SURFODLPHG�DQWL�SRYHUW\�REMHFWLYHV��+RZHYHU��LI� WKH\
KDG�KDG�ODUJHU�UHVRXUFHV��ZRXOG�LW�KDYH�EHHQ�SRVVLEOH�IRU�WKHP�WR�PHHW�WKHVH�REMHFWLYHV"
$UH�6)V�LQ�IDFW�PRUH�HIILFLHQW�DQG�HYHQ�HTXLWDEOH�SHU�XQLW�H[SHQGLWXUH�WKDQ�WUDGLWLRQDO
DQWL�SRYHUW\�LQVWUXPHQWV��DV�IUHTXHQWO\�DUJXHG"�$IWHU�DOPRVW�RQH�DQG�D�KDOI�GHFDGH��WKH
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GDWD� ZLWK� ZKLFK� WR� DQVZHU� WKHVH� TXHVWLRQV� UHPDLQV� OLPLWHG���� +RZHYHU�� LW� LV� QRZ
SRVVLEOH�WR�PDNH��ZLWK�VRPH�FRQILGHQFH��VRPH�SUHOLPLQDU\�MXGJHPHQWV�LQ�WKLV�UHJDUG�

$Q\�DQWL�SRYHUW\�LQWHUYHQWLRQ�JHQHUDWHV�D�VWUHDP�RI�FRVWV�DQG�EHQHILWV��GLVWULEXWHG�RYHU
SHRSOH�DQG�WLPH��7KH�NH\�TXHVWLRQV�LQ�DVVHVVLQJ�WKH�LQWHUYHQWLRQ�DUH�WKHQ��ZKR�EHQHILWV
DQG� ZKR� SD\V"� +RZ� PXFK"� :KHQ� DQG� IRU� KRZ� ORQJ"� +RZ� GRHV� WKLV� LQWHUYHQWLRQ
FRPSDUH�WR�RWKHUV�RQ�HDFK�RI�WKHVH�FULWHULD"�,Q�WKH�IROORZLQJ��ZH�DWWHPSW�D�SUHOLPLQDU\
DSSURDFK�WR�WKH�PLFUR�DVVHVVPHQW�RI�6)V��JXLGHG�E\�WKHVH�TXHVWLRQV�

��� 7UDQVIHU�DQG�FRVW�HIILFLHQF\

$�ZLGHVSUHDG�FODLP�RQ�EHKDOI�RI�6)V�KDV�EHHQ�WKDW�XQLW�FRVWV�RI� WKH�LQIUDVWUXFWXUH�DQG
VHUYLFHV� WKDW� WKH\�SURYLGH�DUH� ORZHU� WKDQ�XQGHU� WUDGLWLRQDO� JRYHUQPHQWDO� SURJUDPPHV�
7KHUH� LV� OLWWOH�GLUHFW�GRFXPHQWDU\� HYLGHQFH� IRU� WKLV� FODLP�KRZHYHU�� ,Q� DQ\� HYHQW�� LW� LV
XVXDOO\� RYHUORRNHG� WKDW� D� SURSHU� DFFRXQWLQJ� RI� FRVWV� VKRXOG� LQFOXGH� ERWK� WKH� FRVWV
XQGHUWDNHQ� E\� WKH� FRXQWHUSDUW� DV�ZHOO� DV� WKRVH� RI� WKH�6)�� ,QFOXGLQJ� FRXQWHUSDUW� FRVWV
ZRXOG� WHQG� WR� LQFUHDVH� VXEVWDQWLDOO\� XQLW�FRVW� HVWLPDWHV� IRU� 6)V�� :LWK� WKLV� FDYHDW�� D
GHJUHH�RI�HYLGHQFH�LV�DYDLODEOH�RI�WKH�FRVW�DVVRFLDWHG�ZLWK�RQH�RI�WKH�REMHFWLYHV�RI�6)V�
QDPHO\�HPSOR\PHQW�JHQHUDWLRQ��VHH�7DEOH����

$OWKRXJK� WKHVH� FRVWV� DUH� GLIILFXOW� WR� LQWHUSUHW� DV� WKH\� LQFOXGH� DOO� SURJUDPPH� FRVWV�
LQFOXGLQJ� WKRVH� IRU� DGPLQLVWUDWLRQ� DQG� PDWHULDOV�� DQG� GR� QRW� FRUUHFW� IRU� SXUFKDVLQJ
SRZHU� SDULW\�� WKH\� DUH� RIWHQ� UHODWLYHO\� KLJK� �DYHUDJLQJ� ���� SHU� SHUVRQ�GD\� RI
HPSOR\PHQW���DQG�GR�QRW�DSSHDU�WR�FRPSDUH�IDYRXUDEO\�WR�WKRVH�RI�WUDGLWLRQDO�µVXSSO\�
GULYHQ¶�HPSOR\PHQW�JHQHUDWLRQ�VFKHPHV��)RU� LQVWDQFH� ,QGLD¶V� µVXSSO\�GULYHQ¶�-DZDKDU
5R]JDU� <RMDQD� VFKHPH� KDV� D� FRVW� RI� URXJKO\� ����� SHU� SHUVRQ�GD\� RI� HPSOR\PHQW
FUHDWHG��$XWKRUV¶�FDOFXODWLRQ�EDVHG�RQ�*RYHUQPHQW�RI�,QGLD�(FRQRPLF�6XUYH\�IRU������
�����,QGLUHFW�HYLGHQFH�RI�WKH�FRVW�HIILFLHQF\�RI�6)V�VHUYLFH�GHOLYHU\�LV�KRZHYHU�DYDLODEOH
LQ� WKH� IRUP� RI� WKH� UHSRUWHG� DGPLQLVWUDWLYH� FRVWV� RI� VRPH� IXQGV�� 7DEOH� �� VXPPDUL]HV
WKHVH�GDWD�

*ODHVVQHU�et al. �������UHSRUW�WKDW�WKH�DGPLQLVWUDWLYH�FRVWV�RI�PRVW�6,)V�LQ�/��$PHULFD
DPRXQWHG�WR�µ��WR����SHU�FHQW�RI�WKH�DQQXDO�FRPPLWPHQWV�RQFH�WKH\�UHDFKHG�D�UHODWLYHO\
KLJK�OHYHO�RI�DFWLYLW\¶��7KH�LQWHUQDO�FRPSDULVRQ�RI�WKH�DGPLQLVWUDWLYH�FRVWV�RI�GLIIHUHQW
IXQGV� LV� FRPSOLFDWHG� E\� WKH� XVH� RI� GLIIHUHQW� DFFRXQWLQJ� FRQYHQWLRQV� �&LVQHURV� ����
TXRWHG� LQ�*ODHVVQHU� HW� DO�� �������1HYHUWKHOHVV�� LW� GRHV� VHHP� WKDW� WKHLU� DGPLQLVWUDWLYH
FRVWV� PD\� EH� UHODWLYHO\� ORZ� DV� FRPSDUHG� WR� WUDGLWLRQDO� JRYHUQPHQWDO� PLQLVWULHV� DQG
DJHQFLHV�� 7KLV� HYLGHQFH� PXVW� EH� LQWHUSUHWHG� ZLWK� JUHDW� FDXWLRQ� KRZHYHU�� 6)V
DGPLQLVWUDWLYH�FRVWV�GR�QRW� LQFOXGH� WKH�GLUHFW� DQG�RSSRUWXQLW\� FRVWV� WR� FRXQWHUSDUWV�RI
H[HFXWLQJ� SURMHFWV�� 7KH� DGPLQLVWUDWLYH� FRVWV� RI� WUDGLWLRQDO� DSSURDFKHV� WR� GHOLYHULQJ
VRFLDO� VHUYLFHV� LQ� ILQDO� IRUP� WR� FRPPXQLWLHV� FDQQRW� WKHUHIRUH� EH� VWUDLJKWIRUZDUGO\

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

���%\�IDU�WKH�EHVW�SXEOLFO\�GRFXPHQWHG�VRFLDO�IXQG�UHPDLQV�WKH�ILUVW��WKH�%ROLYLDQ�(PHUJHQF\�6RFLDO�)XQG
�VHH� -RUJHQVHQ� HW� DO�� ������� (OHPHQWDU\� GDWD� RQ� VXFK� IXQGDPHQWDO� PDWWHUV� DV� XQLW� FRVWV�� WKH
GLVWULEXWLRQ� RI� HFRQRPLF� VWDWXV� RI� EHQHILFLDULHV�� DQG� WKH� FRPSRVLWLRQ� RI� H[SHQGLWXUHV� UHPDLQV
JHQHUDOO\�ODFNLQJ��(IIRUWV�WR�ILOO�WKHVH�JDSLQJ�ODFXQDH�ZRXOG�HQDEOH�D�PRUH�UHDOLVWLF�DVVHVVPHQW�RI�WKH
FODLPV�PDGH�RQ�WKHLU�EHKDOI�DQG�D�PRUH�FRPSUHKHQVLYH�DVVHVVPHQW�RI�WKH�YDOXH�RI�VRFLDO�IXQGV�
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FRPSDUHG� ZLWK� WKRVH� RI� 6)V�� WKH� ZRUN� RI� ZKLFK� PD\� FRQVLVW� RQO\� LQ� SURPRWLQJ�
VHOHFWLQJ�DQG�ILQDQFLQJ�VXE�SURMHFWV��EXW�QRW�LQ�H[HFXWLQJ�WKHP�

Table 5
Costs of employment generation

Social Fund Total cost per person-day of employment (US$)

Senegal, Agetip 18.3

Madagascar, EMSAP 3.0

Guinea Bissau, SIRP 19.1

Ghana, PAPSCA 8.4

Bolivia, ESF 9.8

Bolivia, FIS 41.3

Nicaragua, FISE 30.0

El Salvador, FIS 20.7

Haiti, FAES 3.5

Sources: Authors’ calculations based on Jorgensen et al. (1992); Glaessner et al. (1994); Marc et al.
(1995), and Goodman et al. (1997). Where there were discrepancies between the figures implicit
in these different sources, the authors used the most reasonable estimates based on regional
comparisons and internal consistency of data. In order to generate comparable data estimates, it
was assumed that a person-year contains 12 person-months and 300 person-days.

Table 6
 Reported administrative costs as a share of expenditure

Social Fund Percentage

Bolivia, ESF 5.5

Bolivia, SIF 9

Honduras, FHIS 8-14

Honduras, ESF 9

Haiti, ESF 10

Guatemala, SIF 10

Senegal, Agetip 5

Zambia, SRF 12

Sao Tome, SIF 15

Guinea Bissau, SIRP 26

Sources: Grosh (1990); ILO (1992); Jayarajah et al. (1996); Stewart and van der Geest (1995); UNCTAD
(1994); Marc et al. (1995); Glaessner et al. (1994).

��� 7DUJHWLQJ�HIILFLHQF\

7KH� DSSURSULDWH� WDUJHWLQJ� RI� EHQHILWV� GHOLYHUHG� LV� D� FHQWUDO� LVVXH� LQ� GHVLJQLQJ� DQG
HYDOXDWLQJ� DQ\� SURJUDPPH� PHDQW� WR� EHQHILW� WKH� SRRU�� 7KH� JRDOV� RI� HQVXULQJ� WKDW� DV
PDQ\�LQWHQGHG�EHQHILFLDULHV�DV�SRVVLEOH�DUH�UHDFKHG��PLQLPL]LQJ�µHUURUV�RI�H[FOXVLRQ¶�RU
)�HUURUV���DQG�WKDW�DV�IHZ�XQLQWHQGHG�EHQHILFLDULHV�DV�SRVVLEOH�DUH�UHDFKHG��µPLQLPL]LQJ



��

µHUURUV� RI� LQFOXVLRQ¶� RU� (�HUURUV��� DUH� SDUDPRXQW���� 7KH� JRDO� RI� WDUJHWLQJ� EHQHILWV
HIIHFWLYHO\� LV�FORVHO\�FRQQHFWHG�ZLWK� WKH�PRUH�JHQHUDO� JRDO�RI�DFKLHYLQJ�HTXLW\� LQ� WKH
GLVWULEXWLRQ�RI�EHQHILWV��$Q�HIILFLHQW� DQG� HTXLWDEOH� DQWL�SRYHUW\� SURJUDPPH�ZLOO� UHDFK
ERWK�DV�PDQ\�RI�WKH�SRRU�DV�SRVVLEOH��PLQLPL]H�)�HUURUV��DQG�EHQHILW�DV�IHZ�RI�WKH�QRQ�
SRRU�DV�SRVVLEOH��PLQLPL]H�(�HUURUV���:KHUH�WKHUH�LV�D�WUDGHRII�EHWZHHQ�DFKLHYLQJ�WKHVH
WZR� REMHFWLYHV�� WKH� UHODWLYH� EDODQFH� RI� REMHFWLYHV� LQ� DQ\� VSHFLILF� DQWL�SRYHUW\
SURJUDPPHV� UHPDLQV� LQ� SULQFLSOH� WR� EH� GHFLGHG� �LI� RQO\� VR� DV� WR� VDIHJXDUG� IXQGV� IRU
RWKHU� DQWL�SRYHUW\� SURJUDPPHV�� DOWKRXJK� DQWL�SRYHUW\� SROLF\� DV� D� ZKROH� PXVW�� E\
GHILQLWLRQ�� EH� GLUHFWHG� WRZDUG� PLQLPL]LQJ� HUURUV� RI� H[FOXVLRQ���� 6)V� DUH� WDUJHWHG
�DOWKRXJK�QRW�QHFHVVDULO\�ZHOO�WDUJHWHG��SURJUDPPHV��LQVRIDU�DV�RQH�RI�WKH�FULWHULD�XVHG
LQ�VHOHFWLQJ�VXE�SURMHFWV�LV�ZKHWKHU�SRWHQWLDO�EHQHILFLDULHV�DUH�SRRU�

6)V�PD\� VXIIHU� IURP� HUURUV� RI� H[FOXVLRQ�ZKLFK� DUH� VL]HDEOH� IRU� D� QXPEHU� RI� UHDVRQV�
)LUVWO\�� HYHQ� LI� WKH\�KDYH� WKH� DOOHYLDWLRQ�RI�SRYHUW\� DV� WKHLU� VROH� REMHFWLYH� �ZKLFK� WKH
$JHWLSV� IRU� LQVWDQFH� W\SLFDOO\� GR� QRW��� WKHLU� UHVRXUFHV� PD\� VLPSO\� EH� LQVXIILFLHQW�
6HFRQGO\��HYHQ�LI�WKH\�ZHUH�WR�KDYH�VXIILFLHQW�UHVRXUFHV�WR�UHDFK�WKH�SRRU��WKH�DELOLW\�RI
6)�DGPLQLVWUDWRUV�WR�VRUW�DPRQJ�SURMHFW�SURSRVDOV�DFFRUGLQJ�WR�WKH�H[WHQW�RI�GHSULYDWLRQ
RI� WKH�SURSRVHG�EHQHILFLDULHV��PD\�EH� VHYHUHO\� OLPLWHG�GXH� WR� LQFRPSOHWH� LQIRUPDWLRQ�
7KLUGO\��SRRU� FRPPXQLWLHV�PD\�EH� OHVV�FDSDEOH� WKDQ� OHVV�GHSULYHG�RQHV�RI� HIIHFWLYHO\
LGHQWLI\LQJ� YLDEOH� SURMHFWV� DQG� DUWLFXODWLQJ� WKHLU� GHPDQGV�� 7KH� ILUVW� WZR� SUREOHPV� DUH
JHQHULF� RQHV�� 7KH� ODVW� LV� LQWULQVLF� DQG� SDUWLFXODU� WR� VR�FDOOHG� µGHPDQG�GULYHQ¶
programme� VXFK� DV� 6)V�� ,W� LV� OLNHO\� WKDW� ERWK� WKH� ILUVW� DQG� WKLUG� SUREOHPV� KDYH� EHHQ
HVSHFLDOO\� VHYHUH� RQHV� IRU� 6)V�� $V� DUJXHG� LQ� WKH� SUHYLRXV� VHFWLRQ�� WKH� UHVRXUFHV
DYDLODEOH� WR� WKHP� KDYH� EHHQ� VPDOO� LQ� DJJUHJDWH�� 7KH� GLIILFXOWLHV� WKH\� KDYH� KDG� LQ
HOLFLWLQJ� SURSRVDOV� RI� KLJK�TXDOLW\� HTXDOO\� IURP� FRPPXQLWLHV� YDU\LQJ� LQ� WKH� H[WHQW� RI
WKHLU�GHSULYDWLRQ�DUH�DOVR�QRZ�ZHOO�NQRZQ�

,Q�SUDFWLFH��WKH�TXDOLW\�RI�WDUJHWLQJ�RI�6)V�KDV�EHHQ�PL[HG��7KH�DQDO\VLV�KHUH�IRFXVHV�RQ
GLUHFW�EHQHILFLDULHV�RI�6)V��QRW�EHFDXVH�PHFKDQLVPV�ZKLFK�JHQHUDWH�LQGLUHFW�LPSDFW��IRU
LQVWDQFH�WKURXJK�SHFXQLDU\�H[WHUQDOLWLHV�DQG�PXOWLSOLHU�HIIHFWV�RI�6)�DFWLYLW\�RQ�ODERXU
DQG�JRRG�PDUNHWV��EXW�EHFDXVH�WKHUH�LV�QR�VRXQG�EDVLV�IRU�HVWLPDWLQJ�WKHVH��DQG�EHFDXVH
WKH\�DUH�OLNHO\�WR�EH�URXJKO\�SURSRUWLRQDO�WR�WKH�GLUHFW�HIIHFWV�LGHQWLILHG�KHUH��%ROLYLD¶V
6()�KDV�EHHQ�E\�IDU�WKH�EHVW�GRFXPHQWHG�VRFLDO�IXQG�LQ�WKLV�UHVSHFW�� ,W�ZDV�IRXQG�WKDW
HPSOR\HHV�LQ�SRVLWLRQV�JHQHUDWHG�E\�WKH�6()�ZHUH�RYHUZKHOPLQJO\�µSULPH�DJH¶�������
\HDUV���PDUULHG�����SHU�FHQW���PDOH�����SHU�FHQW���DQG�ODUJHO\�WKH�VROH�LQFRPH�HDUQHUV�LQ

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

���7KH�WHUPV�)�HUURUV�DQG�(�HUURUV�DUH�XVHG�E\�&RUQLD�DQG�6WHZDUW���������WR�GHVFULEH�HUURUV�RI�H[FOXVLRQ
�µ�)�DLOLQJ� EHQHILFLDULHV¶�� DQG� HUURUV� RI� LQFOXVLRQ� �µ�(�[FHVV� EHQHILWV¶�� UHVSHFWLYHO\�� %HVOH\� DQG
.DQEXU���������DQG�6HQ��������XVH�DOWHUQDWLYH�WHUPLQRORJ\��µ7\SH�,¶�DQG�µ7\SH�,,¶�HUURUV��WR�GHVFULEH
WKH�VDPH�FRQWUDVWLQJ�FRQFHSWV�

���&RUQLD�DQG�6WHZDUW��������DUJXH�WKDW��LQ�JHQHUDO�WKH�PLQLPL]DWLRQ�RI�)�HUURUV�VKRXOG�WDNH�SULRULW\�DV�D
SURJUDPPH�REMHFWLYH�RYHU�WKH�PLQLPL]DWLRQ�RI�(�HUURUV��7KLV�LV�LQ�NHHSLQJ�ZLWK�KROGLQJ�WKH�UHGXFWLRQ
RI�SRYHUW\� WR� EH� DQ� RYHU�ULGLQJ� SULRULW\�� 7KH� UHODWLYH� DSSURSULDWH� EDODQFH� EHWZHHQ� WKHVH� HUURUV� LQ� D
VSHFLILF�SURJUDPPH�ZLOO�GHSHQG�QRW�RQO\�RQ�SURJUDPPH�GHVLJQHUV¶�SUHIHUHQFHV�DQG�RQ�WKH�DYDLODEOH
EXGJHW�EXW�RQ�WKH�FRVWV�RI�UHGXFLQJ�HDFK�RI�WKHVH�W\SHV�RI�HUURUV��7KXV��IRU�H[DPSOH��0RUJDQ�������
DUJXHV�WKDW�ZKHUH�DGPLQLVWUDWLYH�DQG�LQVWLWXWLRQDO�UHVRXUFHV�DUH�VFDUFH��DV�LQ�PXFK�RI�$IULFD��WKHUH�LV
UHDVRQ� WR� SUHIHU� µEURDGO\� WDUJHWHG¶� VFKHPHV� ZKLFK� KDYH� VRPH� OHDNDJH� RYHU� WKRVH� ZKLFK� DUH� PRUH
µQDUURZO\�WDUJHWHG¶�EXW�UHTXLUH�PXFK�JUHDWHU�XVH�RI�WKHVH�VFDUFH�UHVRXUFHV�



��

WKHLU� IDPLOLHV� ���� SHU� FHQW��� 1LQHW\�WKUHH� SHU� FHQW� RI� ZRUNHUV� LQ� RQH� VXUYH\� UHSRUWHG
WKHPVHOYHV�DV�KHDGV�RI�KRXVHKROG�� DQG� UHFHLYHG����SHU� FHQW�RI� WKHLU� LQFRPH� IURP� WKH
6()��)LQDOO\��VWDWLVWLFDO�HVWLPDWHV�VXJJHVW�WKDW�RQO\������SHU�FHQW�RI�6()�ZRUNHUV�ZHUH
GUDZQ� IURP� WKH� ORZHVW� WZR� IDPLO\� LQFRPH� GHFLOHV��+RZHYHU�� ��� SHU� FHQW� RI�ZRUNHUV
DSSHDU�WR�KDYH�EHHQ�GUDZQ�IURP�WKH�ERWWRP����SHU�FHQW�RI�WKH�GLVWULEXWLRQ�RI�LQGLYLGXDO
LQFRPH�� DQG� DOPRVW� KDOI� IURP� WKH� ORZHVW� WKUHH� LQFRPH� GHFLOHV� �6WHZDUW� DQG� YDQ� GHU
*HHVW�������-RUJHQVHQ�HW�DO���������7KXV�LQ�%ROLYLD�6()�HPSOR\PHQW�JHQHUDWLRQ�FDQ�EH
FRQFOXGHG� WR� KDYH� EHHQ� µZHDNO\¶� WDUJHWHG� LQ� LQFRPH� WHUPV�� LQ� WKDW� LW� UHDFKHG� WKH
PRGHUDWHO\�SRRU�� EXW� IDLOHG� WR� UHDFK� WKH� WUXO\�GLVDGYDQWDJHG��7KH�6()�ZDV� D�PDVVLYH
IDLOXUH�LQ�DWWDLQLQJ�JHQGHU�HTXLW\�

,Q� +RQGXUDV¶� µGHPDQG�GULYHQ¶� 6,)�� PXQLFLSDOLWLHV� ZLWK� D� KLJKHU� SRYHUW\� LQFLGHQFH
UHFHLYHG� RQO\� ������ SHU� KHDG�� ZKHUHDV� WKRVH� ZLWK� ORZHVW� LQFLGHQFH� UHFHLYHG� �������
0RVW� FDVHV� DUH� IDU� OHVV� H[WUHPH�� KRZHYHU�� LI� VWLOO� XQEDODQFHG�� )RU� H[DPSOH�� LQ� (O
6DOYDGRU¶V�),6��µ���SHU�FHQW�RI�UHVRXUFHV�ZHQW�WR�WKH�ILYH��RXW�RI�����SRRUHVW�SURYLQFHV�
���SHU�FHQW� WR� WKH� IRXU� ULFKHVW� �����������7KLV� FRPSDUHV�ZLWK� DQ� LQGLFDWLYH� DOORFDWLRQ
EDVHG�RQ�WKH�QXPEHU�RI�SRRU��������RI����SHU�FHQW�WR�WKH�ILYH�SRRUHVW�SURYLQFHV�DQG���
SHU�FHQW�WR�WKH�IRXU�ULFKHVW��,Q�D�VWXG\�RI�EHQHILFLDULHV��LW�ZDV�HVWLPDWHG�WKDW����SHU�FHQW
RI� WKH� EHQHILFLDULHV� RI� ),6� SURMHFWV� ZHUH� SRRU¶� �L�H�� ��� SHU� FHQW� ZHUH� QRQ�SRRU�
�*RRGPDQ� HW� DO�� ������� 3UDGKDQ�� 5DZOLQJV� DQG�5LGGHU� ������� ILQG� RQ� WKH� EDVLV� RI� D
FDUHIXO� VWXG\� RI� SUH�LQWHUYHQWLRQ� KRXVHKROG� OHYHO� GDWD� WKDW� EHWWHU� RII� KRXVHKROGV� DUH
PRUH� OLNHO\� WR� EH� EHQHILFLDULHV� RI� 6)� LQYHVWPHQWV� LQ� KHDOWK�� ZDWHU� DQG� VDQLWDWLRQ�� $
QXPEHU� RI� VXFK� H[DPSOHV� FDQ� EH� UHDGLO\� OLVWHG�� DOWKRXJK� WKHUH� DUH� DOVR� H[DPSOHV� RI
VHHPLQJO\�PRUH�VXFFHVVIXO�WDUJHWLQJ�VXFK�DV�(FXDGRU¶V�),6(��LQ�ZKLFK�RQO\���SHU�FHQW
RI�ORDQV�ZHQW�WR�WKH�µWRS����SHU�FHQW¶�RI�PXQLFLSDOLWLHV��*RRGPDQ�HW�DO��������

5HJLRQDO� LPEDODQFH� LV� DOVR� IUHTXHQWO\� REVHUYHG�� %RWK� 6HQHJDO¶V� ',5(� DQG�$*(7,3�
DQG� *KDQD¶V� 3$06&$'� ZHUH� VLJQLILFDQWO\� XUEDQ�ELDVHG�� $OPRVW� WZR�WKLUGV� RI� WKH
H[SHQGLWXUHV�RI�6HQHJDO¶V�$*(7,3�ZHUH�ORFDWHG�LQ�WKH�FDSLWDO�FLW\�DQG�RQH�RWKHU�GLVWULFW
�LELG��� ,Q� JHQHUDO�� $JHWLSV� DSSHDU� WR� KDYH� EHHQ� VLJQLILFDQWO\� XUEDQ� ELDVHG�� 2WKHU
LOOXVWUDWLYH� H[DPSOHV� RI� KHDY\� XUEDQ� ELDV� DPRQJ� $JHWLSV� LQFOXGH� &KDG¶V� 3$'6�� WKH
*XLQHD� %LVVDX� 6,53� DQG� *DPELD¶V� *$0:25.6� �0DUF� HW� DO�� ����� DQG� DXWKRUV¶
ILHOGZRUN��� 'UDSHU� ������� IRXQG� WKDW� WKH� )$(6� LQ� +DLWL� DOORFDWHG� ��� SHU� FHQW� RI� DOO
ILQDQFLDO�FRPPLWPHQWV�DQG����SHU�FHQW�RI�SURMHFWV� WR���RI��� �PRUH�DFFHVVLEOH�E\� URDG
DQG�EHWWHU�RII��GHSDUWPHQWV�FRQWDLQLQJ����SHU�FHQW�RI�WKH�SRSXODWLRQ��7KH�FDVH�HYLGHQFH
PDNHV�LW�GLIILFXOW�WR�FRQFOXGH�WKDW�6)V�DUH�VXFFHVVIXOO\�WDUJHWHG�WR�WKH�SRRU�

/LWWOH� ULJRURXV� HYLGHQFH� RQ� H[FOXVLRQ� HUURUV� RI� LQGLYLGXDO� 6)V� LV� DYDLODEOH�� +RZHYHU
VRPH�LGHD�RI�WKH�PDJQLWXGH�RI�HUURUV�RI�H[FOXVLRQ�DVVRFLDWHG�ZLWK�6)V�FDQ�EH�JDLQHG�E\
DVVHVVLQJ� WKH� PD[LPXP� QXPEHU� RI� LQGLYLGXDOV� ZKR� FRXOG� EH� UHDFKHG� E\� 6)V� XQGHU
RSWLPLVWLF� VFHQDULRV�� DV� FRPSDUHG� ZLWK� WKH� DFWXDO� QXPEHUV� RI� WKH� SRRU� GXULQJ
DGMXVWPHQW�� ,W�FDQ�EH�VHHQ�WKDW�WKH�SURSRUWLRQ�RI�WKH�SRRU�ZKLFK�6)V�KDYH�UHDFKHG�KDV
EHHQ�VPDOO��7KLV�LV�VXUHO\�D�IXQFWLRQ�ERWK�RI�WKHLU�OLPLWHG�UHVRXUFHV�DQG��LQ�VRPH�FDVHV�
RI�WKHLU�LQHIILFLHQF\�LQ�WKH�GHOLYHU\�RI�DYDLODEOH�EHQHILWV��L�H��(�HUURUV�����3URSRUWLRQV�RI
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���,I�661�UHVRXUFHV�DUH�H[DFWO\�VXIILFLHQW�IRU�DOO�RI�WKH�SRRU�WR�EH�EHQHILFLDULHV��DQG�DOO�EHQHILFLDULHV�FRVW
WKH�661�DQ�HTXDO�DPRXQW�� WKHQ� WKH�QXPEHU�RI�)�HUURUV� �LQ�KHDGFRXQW� WHUPV�� LV� H[DFWO\� HTXDO� WR� WKH
QXPEHU�RI�(�HUURUV��+RZHYHU�LI�661�UHVRXUFHV�DUH�VPDOOHU�WKDQ�WKLV�DPRXQW��DV�LV�W\SLFDOO\�WKH�FDVH�
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WKH�SRSXODWLRQ� HVWLPDWHG� WR�KDYH�EHHQ� µUHDFKHG¶� LQ� GLIIHUHQW� FRXQWULHV� UDQJH� IURP����
SHU� FHQW� RI� WKH� SRSXODWLRQ� LQ� *KDQD�� DQG� ���� SHU� FHQW� LQ� (J\SW� WR� ��� SHU� FHQW� LQ
+RQGXUDV�����SHU�FHQW�LQ�%ROLYLD��DQG����SHU�FHQW�LQ�0H[LFR��81&7$'����������+RZ
KDYH� 6)V� UHVSRQGHG� WR� WKHLU� ORZ� WDUJHWLQJ� HIILFLHQF\"�$V�PHQWLRQHG� HDUOLHU�� WKLV� ORZ
HIILFLHQF\�UHVXOWV�ERWK�IURP�WKH�SUREOHP�RI�LQFRPSOHWH�LQIRUPDWLRQ�DERXW�EHQHILFLDULHV
DW�WKH�OHYHOV�RI�SURMHFW�VHOHFWLRQ�DQG�H[HFXWLRQ��DQG�IURP�WKH�GLIIHULQJ�SULRU�FDSDFLW\�RI
FRPPXQLWLHV�WR�DSSURDFK�VRFLDO�IXQGV�LQ�UHODWLRQ�WR�WKHLU�QHHGV�

7KH�ILUVW�SUREOHP�KDV�EHHQ�DSSURDFKHG�E\�VRPH�IXQGV��HVSHFLDOO\�WKH�6()V��LQ�YDULRXV
ZD\V��:KHUH�IHDVLEOH��VRPH�KDYH�HPSOR\HG�VHOI�WDUJHWLQJ�WKURXJK�ORZ�ZDJHV��WR�HQVXUH
WKDW� WKH� EHQHILWV� RI� HPSOR\PHQW� JHQHUDWLRQ� JR� WR� WKH� QHHGLHVW�� 7R� DVVLVW� LQ� VHOHFWLRQ�
PDQ\� 6)V� HPSOR\� µSRYHUW\� PDSV¶� ZKLFK� LGHQWLI\� WKH� OHYHO� RI� GHSULYDWLRQ� SUHVHQW� LQ
GLIIHUHQW�JHRJUDSKLFDO�XQLWV�E\�DJJUHJDWLQJ�DYDLODEOH�GDWD�RQ�LQFRPH�DQG�DFFHVV�WR�EDVLF
VRFLDO� VHUYLFHV� �81&7$'� ������� 7KLV� GHYHORSPHQW� KDV� EHFRPH� D� VWDQGDUG� SUDFWLFH
ZKLFK� GHVHUYHV� VSHFLDO� DWWHQWLRQ���� 7KXV� LQ� %ROLYLD¶V� 6,)�� µXUEDQ� PDUJLQDO� DUHDV� DUH
UDQNHG� E\� WKHLU� GHJUHH� RI� FRYHUDJH� RI� EDVLF� VHUYLFHV¶� �LELG��� ,Q� (J\SW�� JHRJUDSKLF
WDUJHWLQJ�� µEDVHG� RQ� SRYHUW\�PDSV� WKDW� DUH� FRQVWUXFWHG� XVLQJ� LQIRUPDWLRQ� RQ� LQFRPH�
KRXVHKROG� FKDUDFWHULVWLFV�� HPSOR\PHQW�� DFFHVV� WR� EDVLF� VHUYLFHV�� DQG� KRXVLQJ
FRQGLWLRQV¶�LV�XVHG�WR�WDUJHW�EHQHILWV��(O�*DPPDO��������,Q�*XDWHPDOD��FRPPXQLW\�FRVW�
VKDULQJ�UHTXLUHPHQWV�DUH�DSSOLHG�DFFRUGLQJ�WR�D�VOLGLQJ�VFDOH�ZKLFK�UHIOHFWV�WKLV�SRYHUW\
DVVHVVPHQW� �*ULQVSXQ� �������$WWHPSWLQJ� WR� UHDFK� WKH� SRRU� WKURXJK� UHJLRQDO� WDUJHWLQJ
KDV�VHYHUH�OLPLWV�KRZHYHU��DV�WKHUH�DUH�SRRU�LQ�µQRQ�SRRU¶�DUHDV�DV�ZHOO�DV�QRQ�SRRU�LQ
µSRRU¶� DUHDV�� �5DYDOOLRQ� ������ IRU� LQVWDQFH� VKRZV� WKDW� WKH� DELOLW\� WR� PDNH� XQOLPLWHG
OXPS�VXP� SHU�FDSLWD�LQFRPH� WUDQVIHUV� EHWZHHQ� UHJLRQV� LQ� ,QGRQHVLD� �DIIHFWLQJ� HDFK
LQGLYLGXDO�LQ�D�UHJLRQ�LGHQWLFDOO\��FRXOG�KDYH�DW�PRVW�WKH�HTXLYDOHQW�LPSDFW�RQ�QDWLRQDO
SRYHUW\� DV� D���SHU� FHQW� XQLYHUVDO� LQFUHDVH� LQ� LQGLYLGXDO� FRQVXPSWLRQ��7KLV� LV� EHFDXVH
WUDQVIHUV�RI�WKLV�W\SH�WR�SRRU�UHJLRQV�IURP�ULFK�UHJLRQV�QHFHVVDULO\�PDNH�WKH�SRRU�LQ�WKH
ODWWHU�ZRUVH�RII��SODFLQJ�DQ�XSSHU�ERXQG�RQ�WKH�DELOLW\�RI�WKLV�PHWKRG�WR�UHGXFH�SRYHUW\
RYHUDOO��6LPLODUO\��'DWW�DQG�5DYDOOLRQ��������ILQG�WKDW�WKH�PD[LPXP�LPSDFW�RQ�SRYHUW\
RI�VXFK�WUDQVIHUV�EHWZHHQ�,QGLDQ�VWDWHV�LV�WKDW�ZKLFK�ZRXOG�EH�HTXLYDOHQWO\�DWWDLQHG�E\
LQFUHDVLQJ�DOO�SHUVRQV¶�PHDQ�LQFRPH�E\�����SHU�FHQW��7KH\�QRWH�WKDW�ZKHUHDV�WKLV�UHFRUG
PLJKW�EH� LPSURYHG�E\� UHILQLQJ� WKH�EDVLV�RI� WDUJHWLQJ� IURP� VWDWH� WR� GLVWULFW� OHYHO�� VXFK
UHILQHPHQW� PLJKW� EH� SROLWLFDOO\� GLIILFXOW�� 7KHVH� QXPHULFDO� HVWLPDWHV� DQG� VWUXFWXUDO
GLOHPPDV� LOOXVWUDWH� WKH� SRWHQWLDO� VLJQLILFDQW� ZHDNQHVV� RI� UHJLRQDO� WDUJHWLQJ�� $� WKLUG
WDUJHWLQJ� DSSURDFK� LV� WR� LVRODWH� LQGLYLGXDOV� RU� JURXSV� ZLWK� D� SDUWLFXODU� YLVLEOH� IL[HG
FKDUDFWHULVWLF�� VXFK� DV� ZRPHQ�� FKLOGUHQ�� WKH� HOGHUO\� DQG� PLQRULWLHV�� %XW� DV� LV� ZHOO
NQRZQ�� WKHVH� FKDUDFWHULVWLFV� PD\� DOVR� EH� SRRUO\� FRUUHODWHG� ZLWK� SRYHUW\� �VHH� IRU
LQVWDQFH�WKH�VWXGLHV�FLWHG�LQ�5HGG\�DQG�9DQGHPRRUWHOH��������7KHVH�DSSURDFKHV�KDYH�
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WKHQ�WKH�QXPEHU�RI�)�HUURUV�FDQ�H[FHHG�WKH�QXPEHU�RI�(�HUURUV��,I�WKH�QXPEHU�RI�(�HUURUV�LV�IL[HG��WKHQ
WKH�QXPEHU�RI�)�HUURUV�LV�D�OLQHDUO\�GHFUHDVLQJ�IXQFWLRQ�RI�SURJUDPPH�UHVRXUFHV�

���7KHVH�ILJXUHV�PD\�LQFOXGH�GRXEOH�FRXQWLQJ�GXH�WR�LQGLYLGXDOV�EHLQJ�µUHDFKHG¶�E\�PRUH�WKDQ�RQH�VXE�
SURMHFW��7KH�GHILQLWLRQ�RI� UHDFKHG� LV�XQFOHDU�DV� LV� WKDW�RI� µEHQHILFLDU\¶��)HUJDQ\�������� IRU� LQVWDQFH�
FRPSODLQV�RI�WKH�µH[WUHPHO\�YDJXH¶�FKDUDFWHU�RI�WKH�GHILQLWLRQ�RI�µEHQHILFLDULHV¶�E\�WKH�(J\SWLDQ�6)'
ZKLFK�OHDGV�WR�RQH�ILIWK�RI�WKH�SRSXODWLRQ�EHLQJ�RIILFLDOO\�FODLPHG�DV�VXFK�

���6HH�*URVK���������*ULQVSXQ��������UHSRUWV�WKDW�WKLV�SUDFWLFH�LV�PXFK�PRUH�FRPPRQ�LQ�/DWLQ�$PHULFD
WKDQ�LQ�$IULFD�
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KRZHYHU��EHHQ�XVHG�E\�WKH�%ROLYLDQ�DQG�+RQGXUDQ�6()V��&KLOH¶V�6,)��DQG�0H[LFR¶V�DQG
(J\SW¶V�6$3V�

7KH�SUREOHP�RI�WKH�GLIIHUHQWLDO�FDSDFLW\�RI�FRPPXQLWLHV� WR�VXFFHVVIXOO\� IRUPXODWH�DQG
SUHVHQW� SURMHFWV� WR� 6)V� KDV� EHHQ�ZLGHO\� GRFXPHQWHG�� 7KLV� LV� OLNHO\� RQH� RI� WKH�PDMRU
VRXUFHV� RI� WKHLU� WDUJHWLQJ� LQHIILFLHQF\�� 7KH� SKHQRPHQRQ� RI� PRUH� DQG� EHWWHU� SURMHFW
SURSRVDOV�FRPLQJ�IURP�OHVV�SRRU�FRPPXQLWLHV�KDV�EHHQ�REVHUYHG�XQGHU�%ROLYLD¶V�6()�
LQ�%UD]LO��+RQGXUDV� DQG�1LFDUDJXD�� DPRQJ�RWKHU� SODFHV� �5HGG\� ������7HQGOHU� ������
(YHQ�ZKHUH� FRPPXQLWLHV� GR� VXFFHVVIXOO\� SUHVHQW� SURMHFW� SURSRVDOV�� LW� LV� SRVVLEOH� WKDW
WKHVH� DUH� SULRULWLHV� RI� FRPPXQLW\� OHDGHUV� RU� 1*2V� UDWKHU� WKDQ� JHQXLQHO\� RI� WKH
FRPPXQLWLHV� WKHPVHOYHV�� ,Q� *KDQD¶V� 3$06&$'� µ&RPPXQLW\� ,QLWLDWLYHV� 3URMHFW¶
ZKLFK�ZDV�LQWHQGHG�WR�SOD\�WKH�UROH�RI�D�GHPDQG�GULYHQ�6)��µGLVWULFW�OHYHO�RIILFLDOV�RIWHQ
VXEPLWWHG�SURMHFW�OLVWV�WR�FHQWUDO�DXWKRULWLHV�IRU�IXQGLQJ�ZKLOH�LJQRULQJ�SURMHFW�UHTXHVWV
DW�WKH�YLOODJH�OHYHO¶��.LQJVEXU\��������*D\L��������DOVR�RIIHUV�D�QXPEHU�RI�H[DPSOHV�RI
QHJOHFW� RI� WUXH� FRPPXQLW\� SULRULWLHV�� EHFDXVH� RI� WKH� GLVSURSRUWLRQDWH� LQIOXHQFH� RI
FRPPXQLW\�OHDGHUV�� LQ�WKH�FDVH�RI�3$06&$'��µ%HQHILFLDU\�DVVHVVPHQWV¶�RI�6)V�KDYH
DOVR� V\VWHPDWLFDOO\� IRXQG� WKDW� SURMHFWV� DUH� GLVSURSRUWLRQDOO\� LQLWLDWHG� DQG� OHG� E\
SURPLQHQW� ORFDO�SHUVRQV��IRU�H[DPSOH��VXFK�DQ�DVVHVVPHQW� LQ�=DPELD�IRXQG� WKDW����RI
��� VXE�SURMHFWV� ZHUH� LQLWLDWHG� E\� RQH� RU� WZR� SURPLQHQW� ORFDO� LQGLYLGXDOV� �2ZHQ� DQG
9DQ�'RPHOHQ��������$�IXUWKHU� LQGH[�RI� WKH�H[WHQW� WR�ZKLFK�VRFLDO� IXQGV�DUH�QRW� WUXO\
µGHPDQG�GULYHQ¶� LV� WKH� VWULNLQJ� GHJUHH� RI� LJQRUDQFH� RI� WKH� H[LVWHQFH� RI� 6)V�� WKHLU
IXQFWLRQLQJ�DQG�ORFDO�UHVSRQVLELOLWLHV�ZKLFK�LV�SUHYDOHQW�HYHQ�LQ�FRPPXQLWLHV�FRQWDLQLQJ
VXE�SURMHFWV���

7KH�SUREOHP�RI�ORZ�FDSDFLWLHV�RI�WKH�SRRU�WR�IRUPXODWH�DQG�SUHVHQW�VXFFHVVIXO�SURMHFWV
KDV�EHHQ�DGGUHVVHG�E\�6)V�LQ�UHFHQW�\HDUV��7KHLU�PDQDJHUV�KDYH�VRPHWLPHV�WULHG�WR�GHDO
ZLWK� WKH� SUREOHP� RI� ORZ� FDSDFLWLHV� RQ� WKH� SDUW� RI� WKH� SRRU� WR� IRUPXODWH� DQG� SUHVHQW
SURMHFWV�E\�FRQVFLRXVO\�LQWHUYHQLQJ�WR�XSJUDGH�WKHVH�VNLOOV��DQG�WR�DVVLVW�UHSUHVHQWDWLYHV
RI� WKH�SRRU� LQ� WKLV�SURFHVV��3HUX¶V�)RQFRGHV��%ROLYLD¶V�),6�� DQG�(O�6DOYDGRU¶V�6)� DUH
VDLG� WR� KDYH� XVHG� DFWLYH� SURPRWLRQ� RI� SURMHFWV� DPRQJ� FRPPXQLWLHV� DV� D� PHDQV� RI
UHDFKLQJ�WKH�SRRU��*RRGPDQ�HW�DO���������1LFDUDJXD¶V�(6,)��IRU�H[DPSOH��LQLWLDWHG�VXFK
D�programme�ZKHQ�WKLV�GHILFLHQF\�EHFDPH�FOHDU����(J\SW¶V�(6)�KDV�GHYHORSHG�UHJLRQDO
RIILFHV�DV�D�PHDQV�RI�DGGUHVVLQJ�WKLV�SUREOHP��81&7$'��������+RZHYHU��WKH�WUDLQHUV
KLUHG�IRU�WKLV�SXUSRVH�EHJDQ�WR�SOD\�D�JUHDWHU�UROH�LQ�SURMHFW�LGHQWLILFDWLRQ�WKDQ�H[SHFWHG�
XQGHUPLQLQJ� WKH� LQWHQGHG� µGHPDQG�GULYHQ¶� FKDUDFWHU� RI� WKH� SURJUDPPH�� 6LPLODUO\�� LQ
%ROLYLD¶V�(6)��DQ� µRXWUHDFK�XQLW¶�ZDV� HVWDEOLVKHG� WR�KHOS�SHRSOH�SUHSDUH�SURMHFWV�� EXW
WKLV�ZDV�HYHQWXDOO\�FKDQJHG�LQWR�D�µSURJUDPPLQJ¶�GHSDUWPHQW��FRQFHUQHG�ZLWK�DWWDLQLQJ

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

���2ZHQ�DQG�9DQ�'RPHOHQ��������ZULWH� IRU� LQVWDQFH�� µ7R� LOOXVWUDWH�� LQ�$UPHQLD�� IRUW\�HLJKW�SHUFHQW�RI
EHQHILFLDULHV�DVNHG�GLG�QRW�NQRZ�DERXW�WKH�SURMHFW��RQO\�RQH�WKLUG�FRXOG�FRUUHFWO\�LGHQWLI\�WKH�VRFLDO
IXQG� DV� WKH� ILQDQFLHU� RI� WKH� SURMHFW�� DQG� RQO\� ��� SHUFHQW� ZHUH� SHUVRQDOO\� IDPLOLDU� ZLWK� DQ� $6,)
HPSOR\HH�� ,Q�(FXDGRU�RQO\�RQH�WKLUG�RI�EHQHILFLDULHV�FRXOG� LGHQWLI\� WKH� VRFLDO� IXQG�DV� WKH� ILQDQFLQJ
DJHQF\�RI�WKH�SURMHFW�DQG�OHVV�WKDQ�KDOI�NQHZ�KRZ�ILQDQFLQJ�ZDV�REWDLQHG��$Q�DODUPLQJ����SHUFHQW�GLG
QRW�NQRZ�ZKR�WKH�µZLWQHVV�RI�KRQRXU¶�ZDV�WKDW�VLJQHG�WKH�FRQWUDFW�RQ�EHKDOI�RI�WKH�FRPPXQLW\�¶

���,Q�WKH�HDUO\�VWDJHV�RI�WKH�(6,)��SURFHGXUHV�ZHUH�DSSDUHQWO\�VR�XQUHDOLVWLF�WKDW�HYHQ�JRYHUQPHQW�VRFLDO
ZHOIDUH� DJHQFLHV� ZHUH� XQSUHSDUHG� WR� SURGXFH� SURMHFW� SURSRVDOV� DW� WKH� VSHHG� DQG� LQ� WKH� PDQQHU
UHTXLUHG��LELG��



��

D�SDUWLFXODU�PL[�RI�SURMHFWV����6XFK�DFWLYLW\�DSSHDUV�DW� OHDVW� LQ�VRPH�LQVWDQFHV�WR�KDYH
EHHQ�VXFFHVVIXO��%ROLYLD¶V�),6�LV�UHSRUWHG�WR�KDYH�UDLVHG�WKH�SHUFHQWDJH�RI�LWV�SURMHFWV�LQ
SRRU�DUHDV�WKURXJK�D�VXFFHVVIXO�RXWUHDFK�DQG�SURPRWLRQ�SURJUDPPH�

$QRWKHU�DSSURDFK�WR�WKH�HTXLW\�GHILFLHQFLHV�RI�GHPDQG�GULYHQ�6)V�KDV�EHHQ�WR�FRQVWUXFW
µK\EULG¶�6)V� LQ�ZKLFK� WDUJHWHG�VXSSO\�GULYHQ�FRPSRQHQWV�FRPSOHPHQW�GHPDQG�GULYHQ
FRPSRQHQWV��7KXV��&KLOH¶V�)26,6�KDV�D�EDQN�RI�LWV�RZQ�SURMHFWV�GHYHORSHG�DFFRUGLQJ�WR
HTXLW\� FULWHULD� DORQJVLGH� WKRVH� UHFHLYHG� IURP� FRPPXQLWLHV�� 6LPLODUO\�� 3HUX¶V
)21&2'(6�KDV�ODXQFKHG�D�PDVVLYH�VFKRRO�GHVN�PDQXIDFWXULQJ�SURJUDPPH�IRU�ZKLFK
LW� LQWHQWLRQDOO\� FRQWUDFWV� RQO\� IURP� VPDOO� YHQGRUV�� LQ� DGGLWLRQ� WR� LWV� GHPDQG�GULYHQ
FRPSRQHQW��*ULQVSXQ�������

7KH�LGHD�RI�DQ�661�EHLQJ�µGHPDQG�GULYHQ¶�PD\�EH�D�PLUDJH�LQ�WKH�VHQVH�WKDW�� WR�HDVH
WKH�DGPLQLVWUDWLYH�EXUGHQ�RI�VHOHFWLRQ��SURMHFW�PDQDJHUV�RIWHQ�VHOHFW�RQO\�SURMHFWV�ZKLFK
FRQIRUP� WR� D� QXPEHU� RI� SUH�GHWHUPLQHG� SURMHFW� W\SHV�� %HQHULD� DQG� 0HQGR]D� ������
IRXQG� WKDW� WKLV�ZDV� WKH�FDVH� LQ�+RQGXUDV� DQG�ZURWH� LQ� WKLV� UHJDUG� WKDW� µ,Q� UHDOLW\�� WKH
SRRU�KDYH�WR�FRPSO\�WR�D�SUH�HVWDEOLVKHG�PHQX�RI�SURMHFWV�LI�WKH\�ZLVK�WR�EHQHILW�IURP
(6,)¶V�IXQGV¶����7KLV�DSSHDUV�WR�EH�D�SHUYDVLYH�SUREOHP�RI�6)V�ZKLFK�XQGHUPLQHV�WKHLU
FODLP�WR�EHLQJ�WUXO\�GHPDQG�GULYHQ��$ORQJ�WKH�VDPH�OLQHV��7HQGOHU��������KDV�DUJXHG�
EDVHG�RQ�D�FDVH�VWXG\�LQ�%UD]LO��WKDW�SUHVVXUHV�IRU�UDSLG�GLVEXUVHPHQW�RI�IXQGV�DQG�WKH
GLIILFXOW\�RI� ILQDQFLQJ�DQG�PRQLWRULQJ�D�ODUJH�QXPEHU�RI�SURMHFWV��KDYH�PHDQW� WKDW� WKH
QRWLRQ�WKDW�6)V�DUH�WUXO\�µGHPDQG�GULYHQ¶�DQG�SDUWLFLSDWRU\�KDV�D�YHU\�OLPLWHG�UHDOLW\�RQ
WKH�JURXQG��$V�ZHOO��FRQWUDFWRUV�DQG�RWKHU�LQGLUHFW�EHQHILFLDULHV�KDYH�EHHQ�REVHUYHG�WR
KDYH�KDG� JUHDW� LQIOXHQFH�RYHU� FRPPXQLW\�GHFLVLRQV� OHDGLQJ�6)� HYDOXDWRUV� WR� FRLQ� WKH
SKUDVH�µSHUVXDVLRQ�E\�FRQWUDFWRU¶��7HQGOHU��������7KH�YDULHW\�RI�SUREOHPV�EHVHWWLQJ�WKH
µGHPDQG�GULYHQ¶�PHFKDQLVP�RI�6)V�PDNHV�LW�HYLGHQW�WKDW�WKH\�ZRXOG�EH�KDUG�SUHVVHG�WR
GLVEXUVH�IXQGV�ERWK�TXLFNO\�DQG�ZHOO��,QGHHG��LQ�LQVWDQFHV�ZKHUH�6)V�KDYH�EHHQ�ODXGHG
IRU� WKHLU� TXLFN� UHVSRQVH� WR� HPHUJHQF\� QHHGV�� WKLV� KDV� EHHQ� RQO\� EHFDXVH� RI� WKHLU
UHOD[DWLRQ� RI� WKHLU� XVXDO� UHTXLUHPHQWV� �LQ� RWKHU� ZRUGV� E\� EHFRPLQJ� OHVV
FKDUDFWHULVWLFDOO\� 6)V�� SDUWLFXODUO\� WKURXJK� EHFRPLQJ� PRUH� µVXSSO\¶� WKDQ� µGHPDQG¶
GULYHQ��VHH�H�J��:RUOG�%DQN�����D��

$�ILQDO�VHULRXV�REVWDFOH�WR�6)V�UHDFKLQJ�WKH�SRRU�LV� WKH�LQVLVWHQFH�RI�6)V�RQ�UHFHLYLQJ
µFRXQWHUSDUW�FRQWULEXWLRQV¶�IRU�VXE�SURMHFWV�� ,Q�IDFW�FRQWULEXWLRQV�E\�FRPPXQLWLHV�KDYH
SHUYHUVHO\� FRPH� WR� EH� VHHQ� LQ� PXFK� 6)� OLWHUDWXUH� DQ� LQGLFDWRU� RI� D� FRPPXQLW\¶V
FRPPLWPHQW�LQ�UHJDUG�WR�D�VXE�SURMHFW��DQG�WKHUHE\�DV�D�VLQH�TXD�QRQ�RI�µSDUWLFLSDWLRQ¶

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

���7KLV� SURFHVV� LQWHUHVWLQJO\� SDUDOOHOV� WKH� GHYHORSPHQW� RI� WKH� :RUOG� %DQN� DQG� RWKHU� LQWHUQDWLRQDO
GHYHORSPHQW�EDQNV��ZKLFK�ZHUH�LQLWLDOO\�GHVLJQHG�WR�UHO\�H[FOXVLYHO\�XSRQ�H[WHUQDO�SURMHFW�SURSRVDOV�
EXW�GXH�WR�GLIILFXOWLHV� IDFHG�E\�PDQ\�FRXQWULHV� LQ� LGHQWLI\LQJ�DQG�SUHVHQWLQJ�HIIHFWLYH�SURMHFW�SODQV�
EHFDPH� LQFUHDVLQJO\� LQYROYHG� LQ� WKH� FRPSOHWH� SURMHFW� F\FOH�� LQFOXGLQJ� SURMHFW� LGHQWLILFDWLRQ� DQG
SUHSDUDWLRQ�

���%HQHULD� DQG�0HQGR]D� ������� IRXQG� IXUWKHU� D� FRQWUDGLFWLRQ�EHWZHHQ� WKH�QRWLRQ� WKDW� VRFLDO� IXQGV� DUH
µGHPDQG�GULYHQ¶� DQG� WKDW� WKH\� DUH� WR� EH� UXQ� E\� H[SHUW� PDQDJHPHQWV� RSHUDWLQJ� DFFRUGLQJ� WR� ZHOO�
HVWDEOLVKHG�WHFKQRFUDWLF�VHOHFWLRQ�SURFHGXUHV��7KH�ODWWHU��LQ�WKHLU�YLHZ��KDYH�WHQGHG�WR�XQGHUPLQH�WKH
UHFHSWLYLW\� RI� VRFLDO� IXQGV� WR� WUXO\� LQQRYDWLYH� JUDVVURRWV� SURSRVDOV�� )XUWKHUPRUH�� WKHUH� PD\� EH� D
WHQVLRQ� EHWZHHQ� VRFLDO� IXQG� VWDII¶V� UROH� LQ� KHOSLQJ� LQ� SURMHFW� SUHSDUDWLRQ�� DQG� LQ� HQJDJLQJ� LQ
µREMHFWLYH¶�HYDOXDWLRQ�



��

�IRU� LQVWDQFH�� VHH� 1DUD\DQ� DQG� (EEH� ������� $OWKRXJK� WKHVH� FRQWULEXWLRQV� PD\� LQ
SULQFLSOH�EH�UHGXFHG�RU�ZDLYHG�IRU�WKH�YHU\�SRRU��WKH\�DUH�RIWHQ�VHW�DW�D�VXEVWDQWLDO�OHYHO
�IRU�H[DPSOH����SHU�FHQW�RI�FRVWV�LQ�WKH�FDVH�RI�WKH�=DPELDQ�6RFLDO�)XQG���(YHQ�ZRUVH�
LQ�VRPH�FDVHV��=DPELD�IRU�LQVWDQFH��FRPPXQLWLHV�ZLOOLQJ�WR�PDNH�ELJJHU�FRQWULEXWLRQV
VFRUH�KLJKHU� LQ�WKH�VHOHFWLRQ�SURFHVV��)XUWKHU�� FRQWULEXWLRQV�DUH�XVXDOO\� UHTXLUHG�RQ�DQ
µXS� IURQW¶� EDVLV� SULRU� WR� VXE�SURMHFW� LPSOHPHQWDWLRQ��1DUD\DQ� DQG�(EEH� ������� UHSRUW
WKDW� ��� SHU� FHQW� RI� :RUOG� %DQN� VSRQVRUHG� 6)� SURMHFWV� UHTXLUH� D� µFRPPXQLW\
FRQWULEXWLRQ¶�LQ�PRQH\��ODQG�ODERXU�RU�PDWHULDOV�SULRU�WR�LPSOHPHQWDWLRQ��$OWRQ�������
ILQGV�� RQ� WKH� EDVLV� RI� D� VXUYH\� RI� :RUOG� %DQN� SURMHFW� GRFXPHQWV�� D� FRQVLVWHQW
GLVFUHSDQF\�EHWZHHQ�6)�WDUJHW�XVHU�FRQWULEXWLRQ�OHYHOV�DQG�DFWXDO�OHYHOV��VXJJHVWLQJ�WKDW
WKH� LQVLVWHQFH�RI�6)V�RQ�VXFK� FRQWULEXWLRQV� UXQV� LQWR� UHDO�FRQVWUDLQWV�RI�SRRU�SHUVRQV¶
DELOLW\� WR� SURYLGH� WKHP�� 7KH� HYLGHQFH� UHYLHZHG� KHUH� VXJJHVWV� VWURQJO\� WKDW� 6)V� KDG
OLPLWHG�HIILFLHQF\�LQ�UHDFKLQJ�WKH�SRRU�

��� /RQJ�UXQ�EHQHILWV�RI�6RFLDO�)XQGV

:KHUH� 6)V� GR� XQGHUWDNH� SURMHFWV�� GR� WKHVH� JHQHUDWH� VKRUW� RU� ORQJ�UDQJH� EHQHILWV"
&OHDUO\��WKLV�GHSHQGV�RQ�WKH�QDWXUH�RI�WKH�SURMHFWV�LQYROYHG��7KH�HDUO\�6)V��ZKLFK�KDG
IRFXVHG� RQ� HPSOR\PHQW� JHQHUDWLRQ�� PXVW� EH� MXGJHG� SULPDULO\� RQ� WKHLU� VKRUW�UXQ
DFKLHYHPHQWV��DV� LW� LV�XSRQ�WKHVH�WKDW� WKH\�KDYH� IRFXVVHG��+RZHYHU�� WKH�6,)V�DQG� WR�D
OHVVHU� H[WHQW� WKH� $JHWLSV� FDQ� EH� H[DPLQHG� DV� WR� ZKHWKHU� WKH\� KDYH� SURGXFHG� ORQJHU
UDQJH�EHQHILWV�IRU�WKH�SRRU��WKURXJK�WKHLU�LQYHVWPHQWV�LQ�VRFLDO�LQIUDVWUXFWXUH��*RRGPDQ
DQG�0RUOH\� ������� IRU� H[DPSOH� DUJXH� WKDW� µWKH� IXQGV� GHOLYHU� JRYHUQPHQW� VHUYLFHV� WR
SRRU� FRPPXQLWLHV� WKDW� QHYHU� KDG� WKHP� EHIRUH���� DQG� WKH\� EXLOG� VLPSOH� VRFLDO
LQIUDVWUXFWXUH�TXLWH�HIILFLHQWO\�DW� ORZ�FRVW��7KH\�LPSURYH�WKH�OLYLQJ�FRQGLWLRQV�RI�SRRU
HYHQ�LI�WKH�PHDVXUHG�LQFRPH�RI�WKH�SRRU�GRHV�QRW�JR�YHU\�PXFK�XS¶��+RZHYHU��WKHUH�LV
LQ�IDFW�QR�FRQFUHWH�HYLGHQFH�WKDW�6)V¶�FRVWV�RI�GHOLYHULQJ�VXFK�LQIUDVWUXFWXUH�DUH�LQ�IDFW
ORZHU� WKDQ� WKRVH� RI� WUDGLWLRQDO� GHOLYHU\� V\VWHPV�� HYHQ� ZKHUH� WKH\� KDYH� SULPDULO\
IRFXVHG� RQ� VXFK� DFWLYLWLHV���� 1HYHUWKHOHVV�� WR� WKH� H[WHQW� WKDW� WKH� FRPSDUDWLYHO\�PRUH
µSDUWLFLSDWRU\¶�DSSURDFK�RI�6)V�KDV� OHG� WR� WKH�GHYHORSPHQW�RI� WKH�VRFLDO� LQIUDVWUXFWXUH
ZKLFK� FRPPXQLWLHV� KDYH� PRVW� ZDQWHG� DQG� FRXOG� EHVW� XVH�� 6)V� PD\� LQGHHG� EH� DQ
LQVWUXPHQW� RI� PRUH� HIILFLHQW� VHUYLFH� GHOLYHU\� WKDQ� WUDGLWLRQDO� PHFKDQLVPV�� 6RPH
DQDO\VWV� KDYH� UDLVHG� TXHVWLRQV� RI�ZKHWKHU� 6)V� KDYH�PDGH� DGHTXDWH� SURYLVLRQ� IRU� WKH
UHFXUUHQW� FRVWV� HQWDLOHG� E\� VRFLDO� LQYHVWPHQWV� �VHH�� IRU� H[DPSOH�� WKH� VXUYH\� RI� VXFK
FRQFHUQV�LQ�5HGG\��������/DWHU�JHQHUDWLRQV�RI�6)V�VHHP�WR�KDYH�DGGUHVVHG�WKLV�FRQFHUQ
E\�UHTXLULQJ�FRPPLWPHQWV�E\�FRPPXQLWLHV�RU� JRYHUQPHQW�DJHQFLHV� WR�XQGHUWDNH�VXFK
FRPPLWPHQWV�IRU�WKH�IXWXUH��VHH�1DUD\DQ�DQG�(EEH��������,Q�DQ\�HYHQW��WKHVH�SRWHQWLDO
ORQJ�UXQ� EHQHILWV� DUH� RI� OLWWOH� LPSRUWDQFH� LQ� FXVKLRQLQJ� WKH� LPPHGLDWH� VRFLDO� FRVWV� RI
DGMXVWPHQW�

&ODLPV�WKDW�6)V�DUH�DQ�LQVWUXPHQW�IRU�µGHPRQVWUDWLQJ¶�SDWKZD\V�RI�PRGHUQL]DWLRQ�RI�WKH
WUDGLWLRQDO�VWDWH�DSSDUDWXV�DUH�SUREDEO\�DOVR�KLJKO\�RYHUVWDWHG��,W�LV�DOPRVW�LPSRVVLEOH�WR
ILQG�GRFXPHQWHG�LQVWDQFHV�RI�WKH�YDXQWHG�µGHPRQVWUDWLRQ�HIIHFW¶��$GGLWLRQDOO\��DOWKRXJK
������������������������������������������������

���)RU� LQVWDQFH�� :DONHU� HW� DO�� ������� ILQG� WKDW� DOWKRXJK� XQLW� FRVWV� RI� +RQGXUDV¶� )+,6� DUH� µYHU\
UHDVRQDEOH¶� FRPSDUHG� ZLWK� WKH� LQGXVWU\� QRUPV�� WKRVH� IRU� QHZ� ZDWHU� SURMHFWV� DUH� µWKUHH� WLPHV� WKDW
ZKLFK�LV�QRUPDOO\�H[SHFWHG�LQ�RWKHU�SURJUDPPHV¶�
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WKH� SDUWLFLSDWRU\� DSSURDFK� RI� 6)V� LV� VXUHO\� DQ� HVVHQWLDO� HOHPHQW� RI� DQ\� DSSURSULDWH
VWUDWHJ\�RI�SURYLVLRQ�RI�VRFLDO�VHUYLFHV�LQ�GHYHORSLQJ�FRXQWULHV��IRU�WKH�UHDVRQV�DGGXFHG
DERYH�LW�FDQQRW�EH� WKH�RQO\�HOHPHQW�� ,Q�DGGLWLRQ� WR� WKH�HUURUV�RI�H[FOXVLRQ�ZKLFK� WKH\
ZRXOG�QHFHVVDULO\�HQWDLO��GXH�WR�WKH�GLIIHUHQWLDO�SURSHQVLW\�RI�FRPPXQLWLHV�WR�HQJDJH�LQ
VHOI�RUJDQL]DWLRQ� DQG� DUWLFXODWLRQ��� WKHUH� DUH� IXUWKHU� LQKHUHQW� OLPLWDWLRQV� WR� WKH
DSSOLFDELOLW\�RI�WKLV�DSSURDFK��DVVRFLDWHG�ZLWK�WKH�OLPLWHG�WHFKQLFDO�FDSDELOLWLHV�RI�ORFDO
FRXQWHUSDUWV� DQG� FRPPXQLWLHV�� DQG� DV\PPHWULHV� RI� LQIRUPDWLRQ� DQG� LQFHQWLYHV�� /RFDO
FRXQWHUSDUWV� PD\� ODFN� LQ� WKH� FDSDELOLW\�� DQG� LQ� VRPH� LQVWDQFHV� WKH� LQFHQWLYH�� WR
HIILFLHQWO\� SURYLGH� VHUYLFHV� WR� ORFDO� FRPPXQLWLHV�� &RXQWHUSDUWV� PD\� DFW� WR� SURWHFW� D
PRQRSROLVWLF� UROH� RU� SULYDWH� DQG� VHFWLRQDO� LQWHUHVWV� UDWKHU� WKDQ� WR� IXUWKHU� WKH� ODUJHU
LQWHUHVWV�RI�D�FRPPXQLW\�

7KH� µPXOWLVHFWRUDO¶� QDWXUH� RI� 6)V� KDV� DOVR� V\VWHPDWLFDOO\� IDLOHG� WR� EH� H[SORLWHG
SURGXFWLYHO\� VR� DV� WR� WDNH� DGYDQWDJH� RI� SRVVLEOH� FRPSOHPHQWDULWLHV� EHWZHHQ� VXE�
SURMHFWV�RI�GLIIHUHQW�W\SHV��VHH��IRU�H[DPSOH��2ZHQ�DQG�9DQ�'RPHOHQ������RQ�WKH�ODFN
RI�VXFK�FRRUGLQDWLRQ�XQGHU�&KLOH¶V�)26,6��

6)V�PD\�EH�DQ�LPSRUWDQW�ORQJ�UXQ�LQVWUXPHQW��ZLWKLQ�D� ODUJHU� UHSHUWRLUH�RI�RSWLRQV�IRU
GHOLYHULQJ� VRFLDO� VHUYLFHV� WR� WKH� SRRU�� DQG� WKHUHE\� IRU� DOOHYLDWLQJ� WKHLU� SRYHUW\�
+RZHYHU�� LW� LV�ERWK�WKH�FDVH�WKDW� WRR�OLWWOH�HYLGHQFH�FXUUHQWO\�H[LVWV�RQ�ZKLFK�WR� MXGJH
WKLV�FODLP��DQG�WKDW� WKLV� LQFUHPHQWDOLVW�DQG� ORQJ�UXQ�PRWLYDWLRQ� LV�D�YHU\�GLIIHUHQW�RQH
IURP� WKDW�ZKLFK� OHG� WR� WKH� LQLWLDO�GHYHORSPHQW�DQG�XVH�RI�6)V�XQGHU� WKH� µ:DVKLQJWRQ
FRQVHQVXV¶��DQG�ZKLFK�LW�LV�WKH�WDVN�RI�WKLV�SDSHU�WR�HYDOXDWH�

� 7HQWDWLYH�IHDWXUHV�RI�FRPSUHKHQVLYH�VRFLDO�VHFXULW\�DUUDQJHPHQWV

$V� QRWHG�� DGMXVWPHQW�UHODWHG� 6)V� KDYH� WKXV� EHHQ� XQDEOH� WR� VLJQLILFDQWO\� RIIVHW� WKH
GLVHTXDOL]LQJ� LPSDFW� RI� FULVHV� DQG� SROLF\� UHIRUP�� 7KH\� PD\� KDYH� DOVR� LQDGYHUWHQWO\
GLYHUWHG� WKH� DWWHQWLRQ� RI� SROLF\PDNHUV� IURP� WKH� QHHG� WR� VWUHQJWKHQ� SHUPDQHQW� VRFLDO
VHFXULW\�V\VWHPV��ERWK�DV�D�PHDQV�RI�GHDOLQJ�ZLWK�HQGHPLF�GHSULYDWLRQ�DQG�DV�D�PHDQV
RI�FRQWHQGLQJ�ZLWK�WKH�VKDUS�VRFLDO�FRVWV�LPSRVHG�E\�RUWKRGR[�DGMXVWPHQW�

%HIRUH� WKH� LQWURGXFWLRQ� RI� DGMXVWPHQW�UHODWHG� 6)V�� PDQ\� GHYHORSLQJ� FRXQWULHV� KDG
FUHDWHG� D� YDULHW\� RI� VDIHW\� QHWV� FRPSULVLQJ� IRRG� VXEVLGLHV�� QXWULWLRQ� LQWHUYHQWLRQV�
HPSOR\PHQW�EDVHG� VFKHPHV� DQG� WDUJHWHG� WUDQVIHUV�� 0LGGOH�LQFRPH� DQG� D� IHZ� ORZ�
LQFRPH�FRXQWULHV�KDG�DOVR�DFKLHYHG�H[WHQVLYH�FRYHUDJH�LQ�WKH�ILHOG�RI�VRFLDO�LQVXUDQFH�
,Q� FRXQWULHV� FRPPLWWHG� WR� ILJKWLQJ� SRYHUW\�� WKHVH� SURJUDPPHV� DEVRUE� PDQ\� PRUH
UHVRXUFHV�WKDQ�GR�6)V������SHU�FHQW�RI�*'3��H[FOXGLQJ�VRFLDO�LQVXUDQFH��DQG�KDYH�KDG�D
ODUJH� LPSDFW� RQ� MRE� FUHDWLRQ�� LQFRPH� VXSSRUW� DQG� QXWULWLRQ�� 7KHLU� DELOLW\� WR� H[SDQG
TXLFNO\�KDV�GHSHQGHG�RQ�D�SHUPDQHQW�VWUXFWXUH�RI�H[SHULHQFHG�VWDII��JRRG�SRUWIROLRV�RI
SURMHFWV�� FOHDU� PDQDJHPHQW� UXOHV�� DGHTXDWH� DOORFDWLRQ� RI� GRPHVWLF� UHVRXUFHV�� VXSSO\�
GULYHQ� H[HFXWLRQ� DQG�� ZLWK� WKH� H[FHSWLRQ� RI� IRRG� VXEVLGLHV�� IDLUO\� HIILFLHQW� WDUJHWLQJ�
6RPH�RI�WKH�IHDWXUHV�RI�WKHVH�µGHVLUDEOH¶�VRFLDO�SURWHFWLRQ�DUUDQJHPHQWV��ZKLFK�PLJKW�EH
GHYHORSHG�DV�D�VXEVWLWXWH�RU�FRPSOHPHQW�WR�6)V��DUH�WHQWDWLYHO\�GLVFXVVHG�KHUHDIWHU�
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��� ,QVXUDQFH�EDVHG�VRFLDO�VHFXULW\�SURJUDPPHV

7KHVH� KDYH� H[LVWHG� IRU� ORQJ� LQ� DOO� VRFLDOLVW� HFRQRPLHV�� VHYHUDO� FRXQWULHV� RI� /DWLQ
$PHULFD�DQG�D�IHZ�FRXQWULHV�RI�6RXWK�(DVW�DQG�(DVW�$VLD��7KHVH�SURJUDPPHV�SURYLGH
LQVXUDQFH� DJDLQVW� WKH� ULVNV� RI� XQHPSOR\PHQW�� VLFNQHVV�� LQYDOLGLW\�� ROG�DJH�� DQG
RFFXSDWLRQDO� LQMXU\��$OUHDG\� LQ��������� LQ� WKH�6RXWKHUQ�&RQH��&RVWD�5LFD� DQG�&XED�
WKHVH�VFKHPHV�DEVRUEHG�EHWZHHQ��±���SHU�FHQW�RI�*'3�DQG�FRYHUHG�RYHU�WZR�WKLUGV�RI
WKH� DFWLYH� SRSXODWLRQ� �0HVD� /DJR� ������� ,Q� FRQWUDVW�� XQWLO� WKH� $VLDQ� FULVLV�� LQ� PRVW
µ$VLDQ�WLJHUV¶��H[FHSW�0DOD\VLD��VRFLDO�LQVXUDQFH�SURJUDPPHV�ZHUH�ZHOO�EHORZ�WKH�OHYHO
RI� FRXQWULHV� ZLWK� FRUUHVSRQGLQJ� OHYHOV� RI� *'3� SHU� FDSLWD�� XUEDQL]DWLRQ� UDWH� DQG
GHYHORSPHQW� RI� WKH� IRUPDO� VHFWRU�� 7KLV� µLQVWLWXWLRQDO� XQGHUGHYHORSPHQW¶� LV� DUJXDEO\
OLQNHG� WR� WKH� UHODWLYHO\� OLPLWHG� QHHG� IRU� VXFK� PHDVXUHV� LQ� WKH� PLGVW� RI� WKH� ORZ
XQHPSOR\PHQW� H[SHULHQFHG� RYHU� WKUHH� GHFDGHV� RI� IDVW� JURZWK�� EXW� KDV� SURYHQ� YHU\
FRVWO\�GXULQJ�WKH�FULVLV�RI�����±����VHH�ODWHU��

7KH� VWDQGDUG� :HVWHUQ� PRGHO� RI� VRFLDO� VHFXULW\� FRPSULVLQJ� ERWK� SXEOLF� DQG� SULYDWH
SURYLVLRQ� RI� LQVXUDQFH� IRU� OLIH�HYHQW� FRQWLQJHQFLHV� LV� RI� OLWWOH� DSSOLFDELOLW\� WR� ORZ�
LQFRPH� FRXQWULHV� ZLWK� D� VPDOO� IRUPDO� VHFWRU� DQG� D� ODUJH� VKDUH� RI� WKH� ZRUNIRUFH� LQ
DJULFXOWXUH��7R�VWDUW�ZLWK��WKH�FDXVHV�RI�SRYHUW\�LQ�WKHVH�FRXQWULHV�GLIIHU�IURP�WKRVH�RI
WKH� LQGXVWULDOL]HG� FRXQWULHV� DQG� DUH� XQOLNHO\� WR� EH� UHPRYHG� E\� LQVXUDQFH�EDVHG
LQWHUYHQWLRQV�� 6HFRQGO\�� SULYDWH� PDUNHWV� IRU� ULVN� LQVXUDQFH� DUH� VWLOO� XQGHUGHYHORSHG�
7KLUGO\�� LQVXUDQFH�EDVHG� VFKHPHV� JHQHUDOO\� FRYHU� RQO\� WKH� FLYLO� VHUYDQWV� DQG� WKH
LQGXVWULDO�µODERXU�HOLWH¶�DQG�E\SDVV�WKH�VHOI�HPSOR\HG��)LQDOO\��WKHLU�W\SLFDO�LQVWLWXWLRQDO
IRUP�HQWDLOV�XQLW� FRVWV�SHU�FDSLWD�ZKLFK�SUHYHQW� WKHLU� H[WHQVLRQ�RQ� D�QRQ�FRQWULEXWRU\
EDVLV��8QOHVV�GUDVWLFDOO\�DGDSWHG�� WKHUHIRUH�� WKLV� LQVXUDQFH�EDVHG�PRGHO� FDQQRW�SURWHFW
PXFK� RI� WKH� SRSXODWLRQ� RI� ORZ�LQFRPH� FRXQWULHV� IURP� PDMRU� FRQWLQJHQW� DQG
LGLRV\QFUDWLF�VKRFNV�

<HW�� WKHUH� DUH� H[DPSOHV� RI� DGDSWDWLRQV� RI� IRUPDO� DUUDQJHPHQWV� WR� ORZ�LQFRPH� UXUDO
VHWWLQJV�WKDW�KDYH�RYHUFRPH�WKH�OLPLWDWLRQV�RI�WKH�µ:HVWHUQ�VRFLDO�LQVXUDQFH�PRGHO¶�DQG
GHYHORSHG� D� ORZ�FRVW�� QRQ�FRQWULEXWRU\�� VWDWH�IXQGHG� VFKHPH� SURYLGLQJ� FRYHUDJH
DJDLQVW�NH\�ULVNV�RI� LPPLVHUDWLRQ�DULVLQJ�IURP�ROG�DJH��VLFNQHVV��GLVDELOLW\�� LQMXU\� DQG
ZLGRZKRRG�� ,Q�GHYHORSLQJ� FRXQWULHV�� WKHVH� ULVNV� DUH� D�PDLQ� IDFWRU� LQ� FKURQLF� SRYHUW\
WKDW�FDQQRW�EH�WDFNOHG�E\�LQFUHDVLQJ�DFFHVV�WR�HPSOR\PHQW��7KH�.HUDOD�QRQ�FRQWULEXWRU\
SHQVLRQ� VFKHPH�� IRU� LQVWDQFH�� FRYHUV� DOPRVW� DOO� WKH� HOGHUO\� SRRU��ZKLOH� VRPH� IRUP� RI
VRFLDO� DVVLVWDQFH� LV� DYDLODEOH� WR� KDOI� WKH� ZRUNHUV� LQ� WKH� XQRUJDQL]HG� VHFWRU� �*XKDQ
������� 7KH� 7DPLO� 1DGX� SURJUDPPH�� LQ� WXUQ�� LQFOXGHV� VRFLDO� SHQVLRQV� IRU� ROG� DJH�
DJULFXOWXUDO� ODERXUHUV�� ZLGRZV� DQG� WKH� SK\VLFDOO\� KDQGLFDSSHG�� DV� ZHOO� DV� VXUYLYRU
EHQHILWV��PDWHUQLW\�DVVLVWDQFH�DQG�DFFLGHQW�UHOLHI��$OO�WKH�KRXVHKROGV�EHORZ�WKH�SRYHUW\
OLQH� DUH� HOLJLEOH²H[FHSW� LQ� WKH� FDVH� RI� SHQVLRQV� ZKHUH� WKH� PHDQV�WHVWLQJ� LV� PRUH
VWULQJHQW��$Q�HVWLPDWHG����SHU�FHQW�RI�SRRU�KRXVHKROGV� LQ�7DPLO�1DGX�DUH�FRYHUHG�E\
WKLV� SURJUDPPH�� DQG� QHDUO\� ��� SHU� FHQW� RI� WKH� EHQHILFLDULHV� DUH� ZRPHQ�� $� GHWDLOHG
HYDOXDWLRQ�VXJJHVWV�WKDW�WKH�WDUJHWLQJ�HIILFLHQF\�RI�WKH�programme�LV�KLJK��PRUDO�KD]DUG
GRHV� QRW� SRVH� D� SUREOHP� DQG� RYHUKHDGV� DUH� ORZ�� 2Q� DOO� DFFRXQWV�� VXFK� FRQWLQJHQF\�
UHODWHG� VRFLDO� DVVLVWDQFH� KDYH� EHWWHU� FRVW�EHQHILW� UDWLRV� WKDQ� PDQ\� RWKHU� VDIHW\� QHWV�
LQFOXGLQJ�VHOI�WDUJHWHG�HPSOR\PHQW�SURJUDPPHV��LELG���*XKDQ��������HVWLPDWHV�WKDW�WKH
H[WHQVLRQ�RI�VXFK�D�PLQLPXP�VRFLDO�DVVLVWDQFH�SDFNDJH�WR�DOO�SRRU�KRXVHKROGV�RI�,QGLD
ZLWK�WKHVH�FKDUDFWHULVWLFV�ZRXOG�FRVW�RQO\�����SHU�FHQW�RI�WKH�QDWLRQDO�*'3�
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��� (PSOR\PHQW�EDVHG�VDIHW\�QHWV

Employment-based safety nets are an instrument which can effectively reach needy but
able people of working age. Several arguments justify the adoption of public work
schemes over pure transfer programmes. To start with, public work programmes not
only permit the achievement of specific poverty alleviation objectives over the short
run, but also contribute to the growth of productivity and poverty alleviation over the
long term by speeding up capital formation, particularly if the infrastructure so created
benefits mostly the poor. In addition, they are less affected by the adverse selection
problems associated with direct transfer programmes. Three of the best known public
work schemes are briefly reviewed hereafter.

7KH�0DKDUDVWUD�(PSOR\PHQW�*XDUDQWHH�6FKHPH��0(*6��ZDV�ODXQFKHG�RQ�RFFDVLRQ�RI
WKH� FURS� IDLOXUH� RI� �������� �'Uq]H� ������� ,Q� ������ WKH� SURJUDPPH� ZDV� UHSOLFDWHG
QDWLRQZLGH� DQG�ZDV� ODWHU�PHUJHG� LQ� WKH�-DZDKDU�5R]JDU�<RMDQD��SRVVLEO\� WKH� ODUJHVW
HPSOR\PHQW� SURJUDPPH� RI� WKLV� W\SH� LQ� WKH�ZRUOG� �6WHZDUW� DQG� YDQ� GHU� *HHVW� ������
2YHU�����±����0(*6�FUHDWHG�RQH�ELOOLRQ�SHUVRQ�GD\V�RI� HPSOR\PHQW� �FRUUHVSRQGLQJ
WR�\HDU�URXQG�IXOO�HPSOR\PHQW�IRU�DOPRVW�ILYH�PLOOLRQ�SHRSOH���$V�'Uq]H�QRWHV��S������
µ(YHQ� WKRXJK� UHDO� ZDJHV� ZHUH� YHU\�PHDJUH�� WKH� FRQWULEXWLRQ� RI� UHOLHI� ZRUNV� WR� WRWDO
YLOODJH� LQFRPH� LQ� �������� ZDV� RIWHQ� HQRUPRXV¶�� :LWK� WKH� UHFRYHU\� RI� WKH� UXUDO
HFRQRP\��WKH�SURJUDPPH�ZDV�VFDOHG�EDFN��EXW�GXULQJ����������LW�VWLOO�FUHDWHG����WR����
PLOOLRQ� GD\V� RI� HPSOR\PHQW� SHU� \HDU�� WKXV� KHOSLQJ� WR� DYHUW� WKH� PRVW� DFXWH� IRUPV� RI
WUDQVLWRU\� DQG� FKURQLF� SRYHUW\� �*XKDQ� ������� 'XULQJ� WKLV� SHULRG��0(*6� FRXQWHG� RQ
VL]HDEOH�GRPHVWLF�UHVRXUFHV��HTXDO�WR����SHU�FHQW�RI�WKH�VWDWH�GHYHORSPHQW�H[SHQGLWXUH�
DQG�DEVRUEHG�DURXQG���SHU�FHQW�RI�WKH�UXUDO�ZRUNIRUFH�

&KLOH¶V�0LQLPXP�(PSOR\PHQW�3URJUDPPH��3(0��ZDV�LQVWLWXWHG�LQ������LQ�WKH�IDFH�RI
D�PDMRU� UHFHVVLRQ�� ,Q������ LW� FRYHUHG�����SHU�FHQW�RI� WKH� ODERXU� IRUFH� DQG� UHDFKHG� LWV
SHDN� GXULQJ� WKH� �������� UHFHVVLRQ� ZKHQ� WRJHWKHU� ZLWK� WKH� 2FFXSDWLRQDO� 6FKHPH� IRU
+HDGV�RI�+RXVHKROGV��32-+���LW�FRYHUHG�QR�OHVV�WKDQ����SHU�FHQW�RI�WKH�ODERXU�IRUFH�RU
���SHU�FHQW�RI�WKH�MREOHVV��5DF]\QVNL�������:RUOG�%DQN�������DW�D�WRWDO�EXGJHWDU\�FRVW
HTXDO�WR�����SHU�FHQW�RI�*'3��%RWK�SURJUDPPHV�ZHUH�ZHOO�WDUJHWHG�DQG�DSSHDU�WR�KDYH
SOD\HG� DQ� LPSRUWDQW� UROH� LQ� IDPLO\� VXUYLYDO�GHVSLWH� WKH� ORZ�YDOXH� RI� WKH� VXEVLG\� WKH\
SURYLGHG�

3XEOLF� ZRUNV�EDVHG� VDIHW\� QHWV� SURYHG� VXFFHVVIXO� DOVR� LQ� %RWVZDQD� ZKHUH� WKH
JRYHUQPHQW�DGRSWHG�H[WHQVLYH�PHDVXUHV�WR�FRPEDW� WKH�FROODSVH�RI�GLDPRQG�H[SRUWV�RI
�������� DQG� WKH� GURXJKWV� RI� �������� DQG� �������� �4XLQQ� HW� DO�� ������� 7KH
JRYHUQPHQW¶V� UHVSRQVH� IRFXVHG� RQ� VXSSOHPHQWDU\� IHHGLQJ�� QXWULWLRQDO� WUHDWPHQW� RI
PDOQRXULVKHG� FKLOGUHQ� DQG� D� /DERXU�%DVHG� 5HOLHI� 3URJUDPPH� �/%53��� 7KH� ODWWHU
FRPSULVHG�D�VHULHV�RI�ODERXU�LQWHQVLYH�SURMHFWV�VXFK�DV�WKH�EXLOGLQJ�RU�UHKDELOLWDWLRQ�RI
URDGV�� GDPV�� OLYHVWRFN�ZHOOV� DQG� SLW� ODWULQHV��$W� WKH� SHDN�� LQ� �������� /%53� SURYLGHG
�������ZRUNSODFHV��D�QXPEHU�DOPRVW�HTXLYDOHQW�WR�WKH�MREV�HVWLPDWHG�WR�KDYH�EHHQ�ORVW
LQ�WKH�UXUDO�HFRQRP\��DQG�UHSODFHG����SHU�FHQW�RI� WKH�LQFRPH�ORVW�E\�KRXVHKROGV��7KH
WRWDO�FRVW�RI�WKLV�ODUJH�VFDOH�SURJUDPPH�LQ�WKH�SHDN�\HDU�ZDV���SHU�FHQW�RI�*'3��,I�IRRG
DLG�LV�IDFWRUHG�LQ��WKH�WRWDO�YDOXH�RI�WKH�'URXJKW�5HOLHI�3URJUDPPH�GRXEOHG�
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3ULRU�WR�WKH�LQWURGXFWLRQ�RI�DGMXVWPHQW�SURJUDPPHV��PDQ\�GHYHORSLQJ�DQG�DOO�VRFLDOLVW
HFRQRPLHV�SRVVHVVHG�D�YDULHW\�RI�VXEVLG\�VFKHPHV�DLPLQJ�DW�JXDUDQWHHLQJ�DFFHVV�E\�WKH
SRRU�WR�EDVLF�LWHPV�� ,Q�XUEDQ�6RXWK�$VLD�WKH�VXEVLG\� WRRN�WKH�IRUP�RI�WDUJHWHG�UDWLRQV
VROG�WR�ORZ�LQFRPH�SHRSOH�DW�µIDLU�SULFH¶�VKRSV��*HQHUDOL]HG�ZKHDW�RU�WRUWLOOD�VXEVLGLHV
ZHUH� DYDLODEOH� LQ�%UD]LO��(J\SW��0RURFFR� DQG�0H[LFR��*HQHUDOL]HG� IRRG� VXEVLGLHV� RQ
JUDLQV��FRRNLQJ�RLO�DQG�VXJDU�KDYH�EHHQ�WKH�PRVW�FRPPRQ�

7KH� OLWHUDWXUH� KDV� HPSKDVL]HG� WKDW� HYHQ� JHQHUDOL]HG� IRRG� VXEVLGLHV²ZKLFK� DUH� RIWHQ
SRRUO\� WDUJHWHG� WKRXJK� WKH\� DUH� IDLUO\� HDV\� WR� DGPLQLVWHU²GR� KHOS� WKH� SRRU�� LQGHHG�
ZKLOH�WKH�QRQ�SRRU�FDSWXUH�D�ODUJHU�VKDUH�RI�WKH�WRWDO�VXEVLG\��WKH�WUDQVIHU�UHSUHVHQWV�D
JUHDWHU�VKDUH�RI�WKH�LQFRPH�RI�WKH�SRRU�WKDQ�RI�WKDW�RI�WKH�QRQ�SRRU��$KPHG��������,Q
VSLWH� RI� WKLV�� EHFDXVH� RI� WKHLU� ILVFDO� FRVW�� SRRU� WDUJHWLQJ�� ORZ� WUDQVIHU� HIILFLHQF\� DQG
GLVWRUWLRQV� FDXVHG� WR� UHODWLYH� SULFHV�� WKHVH� SURJUDPPHV� KDYH� EHHQ� VKDUSO\� UHGXFHG� LQ
PDQ\� FRXQWULHV�� )RRG� VXEVLGLHV� WDUJHWHG� E\� EURDG� FULWHULD� �GLVWULEXWLRQ� RI� LQIHULRU
FRPPRGLWLHV�GLVIDYRXUHG�E\�WKH�QRQ�SRRU��DFFHVV�OLPLWHG�WR�SRRU�DUHDV��VFKRROFKLOGUHQ�
QXUVLQJ�PRWKHUV� DQG� VR�RQ�� DQG� GLUHFW� QXWULWLRQDO� LQWHUYHQWLRQV� FRQVWLWXWH�� LQ� FRQWUDVW�
FRVW�HIIHFWLYH�WUDQVIHUV� WKDW��RQFH�LQ�SODFH��FDQ�EH�H[SDQGHG�WR�SURWHFW� WKH�SRRU�GXULQJ
GRZQWXUQV�RU�VKDUS�SULFH�DGMXVWPHQWV��&KX�DQG�*XSWD�������FKDSWHU����

� &RQFOXVLRQV�DQG�SROLF\�UHFRPPHQGDWLRQV

6)V�KDYH�EHHQ�SURMHFWHG�DV�FDSDEOH�RI�PXFK�ODUJHU�WDVNV�WKDQ�WKH\�KDYH�LQ�IDFW�EHHQ�DEOH
WR�IXOILO��:K\�LQ�WKLV�OLJKW�KDYH�6)V�EHHQ�VR�DOOXULQJ�WR�GHFLVLRQPDNHUV"�7KH�DQVZHU�OLHV
LQ�WKH�KHDG\�PL[WXUH�SURYLGHG�E\�WKHLU�SROLWLFDO�XWLOLW\��WKH�HDVH�ZLWK�ZKLFK�WKH\�SURYLGH
D�VLPSOLILHG�µGHYHORSPHQW�QDUUDWLYH�RIIHULQJ�FRQYLQFLQJ�DQG�VLPSOH�H[SODQDWLRQV�IRU�WKH
FDXVHV� RI� FHUWDLQ� SUREOHPV� DQG� SURYLGLQJ� DSSHDOLQJ� EOXHSULQWV� IRU� DFWLRQ¶� �7HQGOHU
��������WKH�FRPSOHPHQWDULW\�EHWZHHQ�WKLV�QDUUDWLYH�DQG�D�JHQHUDO�VFHSWLFLVP�RI�WKH�UROH
RI� WKH�VWDWH��DQG�D�EHOLHI� WKDW�SROLF\�UHIRUPV�ZKLFK�FDXVH�GDPDJH� WR�VRPH�FDQ�VWLOO�EH
µEHQHILFLDO� IRU� DOO¶�ZLWK� VXLWDEOH� FRPSHQVDWLRQ� �LQWR�ZKLFK�� KRZHYHU�� OLWWOH� WKRXJKW� LV
SXW��

1RWZLWKVWDQGLQJ� WKH�YLVLELOLW\�DQG�DSSHDO� WKH\�HQMR\HG�ZLWK�QDWLRQDO�DQG� LQWHUQDWLRQDO
GHFLVLRQPDNHUV�� 6)V� SOD\HG� D�PLQRU� UROH� LQ� UHGXFLQJ� WKH� QXPEHU� RI� DGMXVWPHQW�� DQG
FKURQLF�SRRU�� DQG� LQ� UHYHUVLQJ� WKH� DGYHUVH� GLVWULEXWLYH� DQG� SRYHUW\� VKLIWV� HQWDLOHG� E\
VWDELOL]DWLRQ�� 7KH� QXPEHU� RI� MREV� DGGHG� WR� WKH� HFRQRP\� ZDV� JHQHUDOO\� OHVV� WKDQ� D
PHDJUH� ���� SHU� FHQW� RI� WRWDO� HPSOR\PHQW�� ,Q� DGGLWLRQ�� 6)V� RIWHQ� DOORFDWHG� WKHLU
H[SHQGLWXUHV�QRW�WR�WKH�SRRUHVW�JURXSV�DQG�DFWLYLWLHV�ZLWK�KLJK�VRFLDO�EHQHILWV�EXW�UDWKHU
WR� SURJUDPPHV� WKDW� UHTXLUHG� OLWWOH� SUHSDUDWLRQ� DQG� ZHUH� SHUFHLYHG� DV� KDYLQJ� ODUJH
GHPRQVWUDWLRQ� HIIHFWV�� RIWHQ� SROLWLFDO� LQ� QDWXUH�� ,QGHHG�� WKH� WDUJHWLQJ� SUHFLVLRQ� RI� 6)V
KDV�EHHQ�ORZHU�WKDQ�WKDW�RI�WKH�PRUH�HIIHFWLYH�WUDGLWLRQDO�VDIHW\�QHWV��2QH�RI�WKH�FDXVHV
RI�WKLV�SKHQRPHQRQ�ZDV�WKHLU�µGHPDQG�GULYHQ¶�QDWXUH��ZKLFK�RIWHQ�OLPLWV�WKH�DFFHVV�WR
UHVRXUFHV� RI� WKH� YHU\� SRRU�� ZKR� KDYH� D� OLPLWHG� FDSDFLW\� WR� DUWLFXODWH� WKHLU� GHPDQGV
IRUPDOO\�DQG�WR�PRELOL]H�FRXQWHUSDUW�IXQGV�



��

6)V�KDYH�WKXV�SURYHQ�WR�EH�QR�SDQDFHD��*UHDWHU�LPSDFW�RQ�SRYHUW\�DQG�LQHTXDOLW\�ZRXOG
KDYH�UHTXLUHG�PXFK�ODUJHU�UHVRXUFHV��PRUH�SHUPDQHQW�UHOLHI�VWUXFWXUHV�HVWDEOLVKHG�SULRU
WR� FULVLV�� LPSURYHG� SODQQLQJ� DQG� WDUJHWLQJ�� DQG�PRUH�PRGHUDWH� UHOLDQFH� RQ� µGHPDQG�
GULYHQ¶�PHFKDQLVPV��6)V�VKRXOG�EH�YLHZHG��DW�EHVW��DV�D�SDUWLDO�FRUUHFWLYH�WR�WKH�VRFLDO
FRVWV� DQG� LQHTXDOLW\� JHQHUDWHG� E\� µRUWKRGR[¶� IRUPV� RI�PDFURHFRQRPLF� DGMXVWPHQW��$
UHDO� LPSDFW�RQ�SRYHUW\�DQG�LQHTXDOLW\�ZRXOG�KDYH�UHTXLUHG�D�GLIIHUHQW�DSSURDFK� WR� WKH
DGMXVWPHQW�SURFHVV�LWVHOI��,W�LV�UHDVRQDEOH�WR�EHOLHYH�WKDW�H[�DQWH�PDFURHFRQRPLF�SROLF\
GHFLVLRQV� KDYH� D� JUHDWHU� LPSDFW� RQ� HPSOR\PHQW�� LQHTXDOLW\� DQG� SRYHUW\� WKDQ� WKH
LPSOHPHQWDWLRQ�H[�SRVW�RI�6)V��,Q�WKH�DEVHQFH�RI�DQ�DOWHUQDWLYH�DSSURDFK�WR�DGMXVWPHQW�
KRZHYHU��SHUPDQHQW�VRFLDO�VHFXULW\�DUUDQJHPHQWV�ZRXOG�KDYH�PRUH�HIIHFWLYHO\�SURYLGHG
VRFLDO�SURWHFWLRQ�WR�WKH�SRRU�DQG�FRQWDLQHG�LQFUHDVHV�LQ�LQHTXDOLW\��7R�WKH�H[WHQW�WKDW�WKH
PLVSODFHG�IRFXV�RQ�6)V�DV�D�FRPSHQVDWRU\�WRRO�GHIOHFWV�DWWHQWLRQ�IURP�WKH�GHYHORSPHQW
RI�VXFK�DOWHUQDWLYH�GHYLFHV��6)V�KDYH�EHHQ�HVSHFLDOO\�GDPDJLQJ�

,Q�OLJKW�RI�WKHVH�REVHUYDWLRQV��ZH�UHFRPPHQG�WKDW�IXUWKHU�HIIRUWV�WR�DGGUHVV�SRYHUW\�DQG
GLVWULEXWLRQDO�FRQFHUQV�LQ�IXWXUH�SROLF\�UHIRUP�SURJUDPPHV�WDNH�LQWR�FRQVLGHUDWLRQ�WKH
IROORZLQJ�SRLQWV�

L�� 6XVWDLQDEOH� DQG� HTXLWDEOH� SRYHUW\� UHGXFWLRQ� UHTXLUHV� D� VHULHV� RI� PHDVXUHV�
LQFOXGLQJ� D� PDFURHFRQRPLF� SROLF\� DWWHQWLYH� WR� LWV� VRFLDO� LPSDFW�� VXVWDLQHG
LQYHVWPHQWV� LQ� VRFLDO� SURJUDPPHV�� DQG� WKH� GHYHORSPHQW� RI� IOH[LEOH� EXW
SHUPDQHQW�VRFLDO�VDIHW\�QHWV�ZKLFK�DUH�ZHOO� LQWHJUDWHG� LQ�D�QDWLRQZLGH�VRFLDO
SURWHFWLRQ�DQG�GHYHORSPHQW�IUDPHZRUN�

ii)� Adjustment programmes should strive to avoid large initial expenditure cuts
and explore stabilization trajectories ensuring PDFURHFRQRPLF� VWDELOLW\� DW
ORZHU�VRFLDO�FRVWV��7KH�H[SHULHQFH� UHYLHZHG� LQ� WKLV�SDSHU� LV� WKDW� ODUJH� LQLWLDO
VRFLDO�FXWV�ZHUH�RQO\�LQ�D�VPDOO�QXPEHU�RI�FDVHV�UHYHUVHG�E\�WKH�ODXQFK��\HDUV
ODWHU�� RI� 6)V�� 'HVSLWH� LWV� ORXG� UKHWRULF� LQ� UHJDUG� WR� SRYHUW\� DOOHYLDWLRQ�� IHZ
RUJDQL]DWLRQDO�FKDQJHV�ZHUH�HIIHFWHG�DW�WKH�:RUOG�%DQN�WR�PHHW�WKLV�FKDOOHQJH�
PRELOL]H� DGHTXDWH� IXQGV� RU�PRGLI\� the orthodox position on key adjustment
policies such as budgetary retrenchments, removal of subsides, sharp hikes in
interest rates and so on, which have been shown to have a large effect on
poverty and inequality.

iii)� ,W� LV� HVVHQWLDO� GXULQJ� QRUPDO� WLPHV� WR� GHYHORS� SHUPDQHQW� DQG� FRVW�HIIHFWLYH
VRFLDO�VHFXULW\�V\VWHPV��$V�WKH�,QGLDQ�H[SHULHQFH�VKRZV��WKLV�LV�IHDVLEOH�HYHQ�LQ
ORZ�LQFRPH�DQG� UXUDO� VHWWLQJV��&ost-efficient permanent arrangements of this
type are more likely to contain the social costs of severe crises than hastily
arranged temporary SFs. &UHDWLQJ� SHUPDQHQW�� DQG� \HW� IOH[LEOH� VRFLDO� VDIHW\
QHWV��VKRXOG�WKXV�EH�D�SULRULW\�RI�JRYHUQPHQWV��WKH�%UHWWRQ�:RRGV�,QVWLWXWLRQV
DQG�WKH�,/2. These social safety nets should be designed so as to supply social
protection as and when required and at low marginal costs. Ad hoc SFs should
be established mainly in the case of exceptional contingencies, such as when
sharply rising social demands combine with circumstances in which an overly
rapid expansion of existing social institutions and arrangements would risk
crippling them.

5HOHYDQW� VDIHW\� QHWV� QHHG� WR� EH� LQWURGXFHG� FRQFXUUHQWO\� ZLWK� DGMXVWPHQW
SURJUDPPHV�RU�SUHIHUDEO\�SULRU�WR�WKHLU�ODXQFK²DQG�QRW�\HDUV�DIWHU�WKHVH�KDYH
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EHHQ�LQ�RSHUDWLRQ²ERWK�EHFDXVH�RI� WKH�KXPDQ�FRVWV�JHQHUDWHG�E\�VXFK�GHOD\
DQG� EHFDXVH� LQFUHDVHV� LQ� SRYHUW\� DQG� XQHPSOR\PHQW� ZKLFK� PD\� RFFXU
LPPHGLDWHO\� DIWHU� DGMXVWPHQW� FDQ� EHFDPH� VHOI�UHLQIRUFLQJ� DQG� GLIILFXOW� WR
UHYHUVH��2QH�ZD\�WR�PLQLPL]H�UHVSRQVH�WLPHV�LV�WR�HQWUXVW�WKH�UHVSRQVLELOLW\�IRU
WKHVH� LQWHUYHQWLRQV� WR� SHUPDQHQW� LQVWLWXWLRQDO� VWUXFWXUHV� FRXQWLQJ� RQ� D� ZHOO�
WHVWHG�UHVSRQVH�LQIUDVWUXFWXUH��6XFK�LQVWLWXWLRQV�KDYH�D�UROH�LQ�QRUPDO�DV�ZHOO�DV
FULVLV�\HDUV��VR�DV�WR�SURYLGH�VHFXULW\�WR�WKRVH�ZKR�UHTXLUH�LW�DW�DOO�WLPHV��VR�DV
WR�HQVXUH�WKH�DGHTXDWH�IXQFWLRQLQJ�RI�WKH�LQVWLWXWLRQDO�LQIUDVWUXFWXUH��DQG�VR�DV
WR� DFFXPXODWH� DQG� VDIHJXDUG� DGPLQLVWUDWLYH� DQG� ILQDQFLDO� UHVRXUFHV� IRU�ZKHQ
WKH\�DUH�PRVW�QHHGHG�

LY�� 'XULQJ�SHULRGV�RI�FULVLV�DQG�DGMXVWPHQW��VRFLDO�VDIHW\�QHWV�QHHG�WR�EH�DOORFDWHG
DGHTXDWH�UHVRXUFHV��,W�ZLOO�EH�YLUWXDOO\�LPSRVVLEOH�WR�DFKLHYH�QDWLRQZLGH�VRFLDO
SURWHFWLRQ�REMHFWLYHV�ZLWK�WKH�UHVRXUFHV�DOORFDWHG�WR�6)V�LQ�UHFHQW�\HDUV�

Y�� )LQDOO\��WKH�WDUJHWLQJ�RI�VRFLDO�SURWHFWLRQ�SURJUDPPHV�VKRXOG�DLP�QRW�RQO\�DW
UHGXFLQJ� SURJUDPPH� µOHDNDJH¶� EXW� DOVR� DW� PLQLPL]LQJ� WKH� H[FOXVLRQ� RI� WKH
SRRU��:KHUH�GHPDQG�GULYHQ�SURJUDPPHV�H[LVW��WKH\�VKRXOG�EH�FRPELQHG�ZLWK
RXWUHDFK�SURJUDPPHV�DLPLQJ�DW�UHDFKLQJ�WKH�SRRUHVW�

&RXQWULHV�IDFHG�E\�WKH�QHHG�IRU�VLJQLILFDQW�SROLF\�FKDQJHV�ZLOO�GR�ZHOO�WR�OHDUQ�IURP�WKH
FKHTXHUHG� H[SHULHQFH� ZLWK� 6)V� RXWOLQHG� KHUH� DQG� WR� LQYHVW� LQ� WKH� GHYHORSPHQW� RI
FRPSUHKHQVLYH�VRFLDO�VHFXULW\�DUUDQJHPHQWV�ZKLFK�FDQ� OHVVHQ� WKH�SRWHQWLDO�KXPDQ� WROO
RI� VXFK� FKDQJHV�� DV� ZHOO� DV�� PRUH� IXQGDPHQWDOO\�� SXUVXH� DOWHUQDWLYH� DSSURDFKHV� WR
HFRQRPLF� SROLF\� UHIRUP� LWVHOI�� 6XFK� FKDQJH� LV� XQOLNHO\� WR� EH� WKH� UHVXOW� RI� VKLIWLQJ
LQWHOOHFWXDO�FXUUHQWV�DORQH��,W�ZLOO�DOVR�EH�WKH�RXWFRPH�RI�VRFLDO�GHPDQGV�DQG�RI�SROLWLFDO
LPDJLQDWLRQ�

5HIHUHQFHV

$KPHG���������,Q�.��<��&KX�DQG�6��*XSWD��HGV���6RFLDO�6DIHW\�1HWV��,VVXHV�DQG�5HFHQW
([SHULHQFHV��:DVKLQJWRQ��'&��,0)�

$ODUFRQ�� '�� DQG� 7�� 0F.LQOH\� �������� µ:LGHQLQJ�:DJH� 'LVSHUVLRQ� 8QGHU� 6WUXFWXUDO
$GMXVWPHQW� LQ� 0H[LFR¶�� 'LVFXVVLRQ� 3DSHU� 1R�� )F� �������� 7RURQWR�� 8QLYHUVLW\� RI
7RURQWR

$OWRQ�� *�� �������� µ6RFLDO� )XQGV� 3HUIRUPDQFH�� $� 5HYLHZ¶�� :DVKLQJWRQ�� '&�� :RUOG
%DQN��0LPHR�

$WNLQVRQ��$����������µ,QFRPH�'LVWULEXWLRQ�LQ�WKH�2(&'�&RXQWULHV��(YLGHQFH�IURP�WKH
/X[HPERXUJ�,QFRPH�VWXG\¶��3DULV��2(&'

%DUUR�� 5�� �������� µ(FRQRPLF� *URZWK� LQ� D� &URVV�6HFWLRQ� RI� &RXQWULHV¶�� 4XDUWHUO\
-RXUQDO�RI�(FRQRPLFV��������������

%HKUPDQ�� -��� 1�� %LUGVDOO� DQG� 0�� 6]HNHO\� �������� µ(FRQRPLF� 5HIRUP� DQG� :DJH
'LIIHUHQWLDOV� LQ� /DWLQ� $PHULFD¶�� :RUNLQJ� 3DSHU� ����� :DVKLQJWRQ�� '&�� ,QWHU�
$PHULFDQ�'HYHORSPHQW�%DQN��5HVHDUFK�'HSDUWPHQW�
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%HQHUtD�� /�� DQG� %�� 0HQGR]D� �������� µ6WUXFWXUDO� $GMXVWPHQW� DQG� 6RFLDO� (PHUJHQF\
)XQGV�� 7KH�&DVHV� RI� +RQGXUDV��0H[LFR� DQG�1LFDUDJXD��7KH� (XURSHDQ� -RXUQDO� RI
'HYHORSPHQW�5HVHDUFK���������������

%HVOH\��7��DQG�5��.DQEXU���������µ)RRG�6XEVLGLHV�DQG�3RYHUW\�$OOHYLDWLRQ¶��(FRQRPLF
-RXUQDO�����

%RXUJXLJQRQ�� )�� DQG� &�� 0RULVVRQ� �������� µ,QFRPH� GLVWULEXWLRQ�� 'HYHORSPHQW� DQG
)RUHLJQ� 7UDGH�� $� &URVV� 6HFWLRQDO� $QDO\VLV¶�� (XURSHDQ� (FRQRPLF� 5HYLHZ�
������������

&DUYDOKR�� 6�� �������� µ6RFLDO� )XQGV�� *XLGHOLQHV� IRU� 'HVLJQ� DQG� ,PSOHPHQWDWLRQ¶�
:DVKLQJWRQ��'&��:RUOG�%DQN��0LPHR�

&KX��.��<�� DQG� 6��*XSWD� ��������6RFLDO� 6DIHW\� 1HWV�� ,VVXHV� DQG� 5HFHQW� ([SHULHQFHV�
:DVKLQJWRQ��'&��,0)�

&RUQLD�� *�� $�� �������� µ6RFLDO� )XQGV� LQ� 6WDELOL]DWLRQ� DQG� $GMXVWPHQW� 3URJUDPPHV¶�
:,'(5�5HVHDUFK�IRU�$FWLRQ��1R������+HOVLQNL��818�:,'(5

&RUQLD�*��$��DQG�)��6WHZDUW� �������� µ7ZR�(UURUV�RI�7DUJHWLQJ¶�� ,QQRFHQWL�2FFDVLRQDO
3DSHUV� 1R�� ���� 6SHFLDO� 6XEVHULHV�� )LVFDO� 3ROLF\� DQG� WKH� 3RRU�� )ORUHQFH�� 81,&()
,QWHUQDWLRQDO�&KLOG�'HYHORSPHQW�&HQWUH�

&RUQLD�*��$��ZLWK�6��.LLVNL���������µ7UHQGV�LQ�,QFRPH�'LVWULEXWLRQ�LQ�WKH�3RVW��:RUOG
:DU� ,,� 3HULRG�� (YLGHQFH� DQG� ,QWHUSUHWDWLRQ¶�� :,'(5� 'LVFXVVLRQ� 3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

&RUQLD��*��$���5�� -ROO\� DQG�)��6WHZDUW� �HGV�� ��������$GMXVWPHQW�ZLWK� D�+XPDQ�)DFH�
3URWHFWLQJ�WKH�9XOQHUDEOH�DQG�3URPRWLQJ�*URZWK����YROV��2[IRUG��&ODUHQGRQ�3UHVV�

'DWW�� *�� DQG� 0�� 5DYDOOLRQ� �������� µ5HJLRQDO� 'LVSDULWLHV�� 7DUJHWLQJ� DQG� 3RYHUW\� LQ
,QGLD¶��LQ�0��/LSWRQ�DQG�-��YDQ�GHU�*DDJ��HGV���,QFOXGLQJ�WKH�3RRU��:DVKLQJWRQ��'&�
:RUOG�%DQN�

'UDSHU�� 0�� �������� µ6RFLDO� ,QYHVWPHQW� )XQGV� 6WXG\�� &RXQWU\� &DVH� 5HSRUW�� +DLWL¶�
:DVKLQJWRQ��'&��,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN��0LPHR�

'Uq]H�� -�� �������� µ)DPLQH� 3UHYHQWLRQ� LQ� ,QGLD¶�� LQ� -�� 'Uq]H� DQG� $�� 6HQ� �HGV��� 7KH
3ROLWLFDO� (FRQRP\� RI� +XQJHU�� YROXPH� ,,�� :,'(5� 6WXGLHV� LQ� 'HYHORSPHQW
(FRQRPLFV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

(O� *DPPDO�� +�� ������� µ7KH� 5ROH� RI� 6RFLDO� )XQGV� IRU� 'HYHORSPHQW�� (J\SW¶V
([SHULHQFH¶��ZZZ�ZRUOGEDQN�RUJ�ZEL�PGI�PGIO�UROH�KWP��

)HUJDQ\��1����������µ2Q�WKH�,PSDFW�RI�(FRQRPLF�5HVWUXFWXULQJ�RQ�+XPDQ�'HYHORSPHQW
DQG�3URSRVHG�6WUDWHJLHV�WR�$OOHYLDWH�3RYHUW\��7KH�&DVH�RI�(J\SW��*HQHYD��815,6'�
0LPHR�

*DOEUDLWK��-��DQG�-��/X���������µ,QHTXDOLW\�DQG�)LQDQFLDO�&ULVHV��6RPH�(DUO\�)LQGLQJV¶�
3DSHU�SUHSDUHG�IRU�WKH�+\PDQ�0LQVN\�&RQIHUHQFH�RQ�)LQDQFLDO�(FRQRPLFV��-HURPH
/HY\�(FRQRPLFV�,QVWLWXWH�RI�%DUG�&ROOHJH��1HZ�<RUN��$SULO�������
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*D\L�� 6DPXHO� .�� �������� µ$GMXVWLQJ� WR� WKH� 6RFLDO� &RVWV� RI� $GMXVWPHQW� LQ� *KDQD�
3UREOHPV�DQG�3URVSHFWV¶��7KH�(XURSHDQ�-RXUQDO�RI�'HYHORSPHQW�5HVHDUFK������������
����

*ODHVVQHU��3��HW�DO����������µ3RYHUW\�$OOHYLDWLRQ�DQG�6RFLDO�,QYHVWPHQW�)XQGV��7KH�/DWLQ
$PHULFDQ� ([SHULHQFH¶��:RUOG� %DQN� 'LVFXVVLRQ� 3DSHU� 1R�� ����� :DVKLQJWRQ�� '&�
:RUOG�%DQN�

*RRGPDQ��0��DQG�6��0RUOH\��������� µ7KH� ,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN¶V�6WXG\
RI� 6RFLDO� )XQGV¶�� LQ� $�� *�� %LJLR� �HG���� 6RFLDO� )XQGV� DQG� 5HDFKLQJ� WKH� 3RRU�
([SHULHQFHV�DQG�)XWXUH�'LUHFWLRQV��:DVKLQJWRQ��'&��:RUOG�%DQN�

*RRGPDQ�� 0�� HW� DO�� �������� µ6RFLDO� ,QYHVWPHQW� )XQGV� LQ� /DWLQ� $PHULFD�� 3DVW
3HUIRUPDQFH� DQG� )XWXUH� 5ROH¶�� :DVKLQJWRQ�� '&�� ,QWHU�$PHULFDQ� 'HYHORSPHQW
%DQN�

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

*UDKDP�� &�� �������� 6DIHW\� 1HWV�� 3ROLWLFV�� DQG� WKH� 3RRU�� 7UDQVLWLRQ� WR� 0DUNHW
(FRQRPLHV��:DVKLQJWRQ��'&��7KH�%URRNLQJV�,QVWLWXWH�

*ULQVSXQ��$�� -�� �������� µ6RFLDO� )XQGV�� )HUWLOH� *URXQG� IRU� 6RXWK�6RXWK� &RRSHUDWLRQ¶�
&RRSHUDWLRQ�6RXWK��0D\�

*URVK��0��(����������µA:KDW�6KRXOG�6RFLDO�)XQGV�)LQDQFH"��3RUWIROLR�0L[��7DUJHWLQJ�
DQG�(IILFLHQF\�&ULWHULD¶��9LHZ� IURP�/$7+5�1R�����:DVKLQJWRQ��'&��:RUOG�%DQN
+XPDQ�5HVRXUFH�'LYLVLRQ��7HFKQLFDO�'HSDUWPHQW��/DWLQ�$PHULFD�DQG�&DULEEHDQ�

*XKDQ��6����������µ6RFLDO�6HFXULW\�IRU�WKH�8QRUJDQL]HG�3RRU��$�)HDVLEOH�%OXHSULQW�IRU
,QGLD¶�� 'LVFXVVLRQ� 3DSHU�� %RPED\�� 81'3� DQG� ,QGLUD� *DQGKL� ,QVWLWXWH� RI
'HYHORSPHQW�5HVHDUFK�

*XKDQ�� 6�� �������� µ6RFLDO� VHFXULW\� RSWLRQV� IRU� GHYHORSLQJ� FRXQWULHV¶�� ,Q� 5HGXFLQJ
3RYHUW\� WKURXJK�/DERXU�0DUNHW�3ROLFLHV�� $�&RQWULEXWLRQ� WR� WKH�:RUOG� 6XPPLW� IRU
6RFLDO�'HYHORSPHQW�� HGLWHG�E\� -��)LJXHUHGR� DQG�=��6KDKHHG��*HQHYD�� ,QWHUQDWLRQDO
,QVWLWXWH�IRU�/DERXU�6WXGLHV�

+DUULVRQ��$��DQG�*��+DQVRQ���������µ:KR�*DLQV�IURP�7UDGH�5HIRUP"�6RPH�5HPDLQLQJ
3X]]OHV¶��-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV�����

,JOHVLDV�� (�� �������� µ,QFRPH�'LVWULEXWLRQ� DQG� 6XVWDLQDEOH� *URZWK�� $� /DWLQ� $PHULFDQ
3HUVSHFWLYH¶�� LQ�9��7DQ]L�DQG�.H�<RXQJ�&KX��HGV��� ,QFRPH�'LVWULEXWLRQ�DQG�+LJK�
4XDOLW\�*URZWK��&DPEULGJH��0,7�3UHVV�

,/2���������6WDELOL]DWLRQ��6WUXFWXUDO�$GMXVWPHQW�DQG�6RFLDO�3ROLFLHV�LQ�&RVWD�5LFD��WKH
5ROH� RI� &RPSHQVDWRU\� 3URJUDPPHV�� 2FFDVLRQDO� 3DSHU� 1R�� ��� ,QWHUGHSDUWPHQWDO
3URMHFW�RQ�6WUXFWXUDO�$GMXVWPHQW��*HQHYD��,/2�

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



��

-D\DUDMDK��&���:��%UDQVRQ�DQG�%��6HQ���������6RFLDO�'LPHQVLRQV�RI�$GMXVWPHQW��:RUOG
%DQN� ([SHULHQFH�� ��������� $� :RUOG� %DQN� 2SHUDWLRQV� (YDOXDWLRQ� 6WXG\�
:DVKLQJWRQ��'&��:RUOG�%DQN�

-HVSHUVHQ��(����������µ([WHUQDO�6KRFNV��$GMXVWPHQW�3ROLFLHV�DQG�(FRQRPLF�DQG�6RFLDO
3HUIRUPDQFH¶��LQ�*��$��&RUQLD��5��YDQ�GHU�+RHYHQ�DQG�7��0NDQGDZLUH��HGV���$IULFD¶V
5HFRYHU\� LQ� WKH� ����V�� IURP� 6WDJQDWLRQ� DQG� $GMXVWPHQW� WR� +XPDQ� 'HYHORSPHQW�
%DVLQJVWRNHV��0DFPLOODQ�

-RKQVRQ�2�� DQG� -�� 6DORS� �������� µ'LVWULEXWLRQDO�$VSHFWV� RI� 6WDELOL]DWLRQ� 3URJUDPV� LQ
'HYHORSLQJ�&RXQWULHV¶��,0)�6WDII�3DSHUV��:DVKLQJWRQ��'&��,0)�

-RUJHQVHQ�� 6��� 0�� *URVK� DQG� 0�� 6FKDFWHU� �������� %ROLYLD¶V� $QVZHU� WR� 3RYHUW\�
(FRQRPLF� &ULVLV�� DQG� $GMXVWPHQW�� 7KH� (PHUJHQF\� 6RFLDO� )XQG�� :RUOG� %DQN
5HJLRQDO�DQG�6HFWRUDO�6WXGLHV��:DVKLQJWRQ��'&��:RUOG�%DQN�

.DQEXU�� 5�� �������� µ,QFRPH�'LVWULEXWLRQ� DQG�'HYHORSPHQW¶��:RUOG� %DQN�:3� ������
:DVKLQJWRQ��'&��:RUOG�%DQN�

.DQEXU�� 5�� DQG� 1�� /XVWLJ� �������� µ:K\� LV� ,QHTXDOLW\� %DFN� RQ� WKH� $JHQGD"¶� 3DSHU
SUHVHQWHG�DW�WKH�$QQXDO�%DQN�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��:DVKLQJWRQ�
'&��:RUOG�%DQN��$SULO������

.LQJVEXU\��'�� �������� µ&RPSHQVDWRU\� 6RFLDO� 3URJUDPV� DQG� 6WUXFWXUDO�$GMXVWPHQW��$
5HYLHZ�RI�([SHULHQFH¶��$,'�(YDOXDWLRQ�6SHFLDO�6WXG\�1R������$UOLQJWRQ��9$��86
$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�

.UXJPDQ��3��DQG�/��7D\ORU���������µ&RQWUDFWLRQDU\�(IIHFWV�RI�'HYDOXDWLRQ¶��-RXUQDO�RI
,QWHUQDWLRQDO�(FRQRPLFV������������

0DUF�� $�� HW� DO�� �������� µ6RFLDO� $FWLRQ� 3URJUDPPHV� DQG� 6RFLDO� )XQGV�� $� 5HYLHZ� RI
$GMXVWPHQW� DQG� ,PSOHPHQWDWLRQ� LQ� 6XE�6DKDUDQ� $IULFD¶�� :RUOG� %DQN� 'LVFXVVLRQ
3DSHUV�1R�������:DVKLQJWRQ��'&��:RUOG�%DQN�

0DUVKDOO��.���������� µ7KH�*HQHVLV�DQG�(DUO\�'HEDWHV¶�� LQ�6��-RUJHQVHQ��0��*URVK�DQG
0��6FKDFWHU� �HGV���%ROLYLD¶V�$QVZHU� WR�3RYHUW\��(FRQRPLF�&ULVLV�� DQG�$GMXVWPHQW�
7KH� (PHUJHQF\� 6RFLDO� )XQG�� :RUOG� %DQN� 5HJLRQDO� DQG� 6HFWRUDO� 6WXGLHV�
:DVKLQJWRQ��'&��:RUOG�%DQN�

0HVD� /DJR�� &�� �������� µ6RFLDO� 6HFXULW\� LQ� /DWLQ� $PHULFD� DQG� WKH� &DULEEHDQ�� $
&RPSDUDWLYH�$VVHVVPHQW¶�� LQ�(��$KPDG��-��'Uq]H��-��+LOOV�DQG�$��6HQ��HGV���6RFLDO
6HFXULW\� LQ� 'HYHORSLQJ� &RXQWULHV�� :,'(5� 6WXGLHV� LQ� 'HYHORSPHQW� (FRQRPLFV�
2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

0RUJDQ�� 5�� �������� µ6DIHW\� 1HWV�� 7DUJHWLQJ� DQG� 3RYHUW\�2ULHQWHG� 'HYHORSPHQW
3ODQQLQJ�� 6RPH� &RQVLGHUDWLRQV� �ZLWK� UHIHUHQFH� WR� (DVWHUQ� DQG� 6RXWKHUQ� $IULFD�¶�
%DFNJURXQG� 'LVFXVVLRQ� SDSHU� IRU� :RUOG� %DQN�(',� 5HJLRQDO� :RUNVKRS� RQ
,QWHJUDWLRQ� RI� 3RYHUW\� $OOHYLDWLRQ� 6WUDWHJLHV� LQWR� (FRQRPLF� 3ROLFLHV�� %ODQW\UH�
0DODZL��-XO\��1DLUREL��81,&()�(DVWHUQ�DQG�6RXWKHUQ�$IULFDQ�5HJLRQDO�2IILFH�

0RUOH\��6�� �������� µ'LVWULEXWLRQ�DQG�*URZWK� LQ�/DWLQ�$PHULFD� LQ� DQ�(UD�RI�6WUXFWXUDO
5HIRUP¶�� 3DSHU� SUHVHQWHG� DW� WKH� &RQIHUHQFH� RQ� µ3RYHUW\� DQG� ,QHTXDOLW\� LQ



��

'HYHORSLQJ�&RXQWULHV��$�3ROLF\�'LDORJXH�RQ�WKH�(IIHFWV�RI�*OREDOL]DWLRQ¶�RUJDQL]HG
E\�WKH�2(&'�'HYHORSPHQW�&HQWUH��3DULV�����1RYHPEHU���'HFHPEHU�

1DUD\DQ�� '�� DQG� .�� (EEH� �������� µ'HVLJQ� RI� 6RFLDO� )XQGV�� 3DUWLFLSDWLRQ�� 'HPDQG
2ULHQWDWLRQ��DQG�/RFDO�2UJDQL]DWLRQDO�&DSDFLW\¶��:RUOG�%DQN�'LVFXVVLRQ�3DSHU�1R�
�����:DVKLQJWRQ��'&��:RUOG�%DQN�

1HZPDQ��-��HW�DO����������µ+RZ�'LG�:RUNHUV�%HQHILW"¶��LQ�6��-RUJHQVHQ��0��*URVK�DQG
0��6FKDFWHU� �HGV���%ROLYLD¶V�$QVZHU� WR�3RYHUW\��(FRQRPLF�&ULVLV�� DQG�$GMXVWPHQW�
7KH� (PHUJHQF\� 6RFLDO� )XQG�� :RUOG� %DQN� 5HJLRQDO� DQG� 6HFWRUDO� 6WXGLHV�
:DVKLQJWRQ��'&��:RUOG�%DQN�

2ZHQ�� '�� DQG� -�� YDQ� 'RPHOHQ� �������� µ*HWWLQJ� DQ� (DUIXO�� $� 5HYLHZ� RI� %HQHILFLDU\
$VVHVVPHQWV� RI� 6RFLDO� )XQGV¶�� :DVKLQJWRQ�� '&�� +XPDQ� 'HYHORSPHQW� 1HWZRUN�
:RUOG�%DQN��0LPHR�

3UDGKDQ��0���/��5DZOLQJV�DQG�*��5LGGHU���������µ7KH�%ROLYLDQ�6RFLDO�,QYHVWPHQW�)XQG�
$Q�$QDO\VLV� RI� %DVHOLQH�'DWD� IRU� ,PSDFW� (YDOXDWLRQ¶��7KH�:RUOG� %DQN� (FRQRPLF
5HYLHZ���������

4XLQQ�� 9��� 0�� &RKHQ�� -�� 0DVRQ� DQG� %�� 1�� .JRVLGLQWVL� �������� µ&ULVLV�SURRILQJ� WKH
(FRQRP\��7KH�5HVSRQVH�RI�%RWVZDQD�WR�(FRQRPLF�5HFHVVLRQ�DQG�'URXJKW¶��LQ�*��$�
&RUQLD��5��-ROO\�DQG�)��6WHZDUW��HGV���$GMXVWPHQW�ZLWK�D�+XPDQ�)DFH��7HQ�&RXQWU\
&DVH�6WXGLHV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

5DF]\QVNL�� '�� �������� µ6RFLDO� SROLF\�� 3RYHUW\�� DQG� 9XOQHUDEOH� *URXSV�� &KLOGUHQ� LQ
&KLOH¶�� LQ� *�� $�� &RUQLD�� 5�� -ROO\� DQG� )�� 6WHZDUW� �HGV���$GMXVWPHQW� ZLWK� D� +XPDQ
)DFH��7HQ�&RXQWU\�&DVH�6WXGLHV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

5DYDOOLRQ��0����������µ3RYHUW\�$OOHYLDWLRQ�7KURXJK�5HJLRQDO�7DUJHWLQJ��$�&DVH�6WXG\
RI�,QGRQHVLD¶��LQ�.��+RII��$��%UDYHUPDQ��DQG�-��(��6WLJOLW]��HGV���7KH�(FRQRPLFV�RI
5XUDO�2UJDQL]DWLRQ��7KHRU\��3UDFWLFH�DQG�3ROLF\��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

5HGG\�� 6�� �������� 6RFLDO� )XQGV� LQ� 'HYHORSLQJ� &RXQWULHV�� 5HFHQW� ([SHULHQFHV� DQG
/HVVRQV��8QLFHI�6WDII�:RUNLQJ�3DSHU�1R�� (33�(9/���������1HZ�<RUN��2IILFH� RI
(YDOXDWLRQ�3ROLF\�DQG�3ODQQLQJ��8QLFHI�1<�

5HGG\�� 6�� DQG� $�� 'XEH� �������� µ/LEHUDOL]DWLRQ�� ,QFRPH� 'LVWULEXWLRQ� DQG� 3ROLWLFDO
(FRQRP\��7KH�%DUJDLQLQJ�&KDQQHO¶��&DPEULGJH��0$��+DUYDUG�8QLYHUVLW\��0LPHR�

5HGG\�� 6�� DQG� -�� 9DQGHPRRUWHOH� �������� µ8VHU� )LQDQFLQJ� RI� %DVLF� 6RFLDO� 6HUYLFHV¶�
81,&()�6WDII�:RUNLQJ�3DSHUV��(YDOXDWLRQ��3ROLF\�DQG�3ODQQLQJ�6HULHV��1HZ�<RUN�
81,&()�

5REELQV�� '�� �������� µ(DUQLQJV� 'LVSHUVLRQ� LQ� &KLOH� DIWHU� 7UDGH� /LEHUDOL]DWLRQ¶�
&DPEULGJH��0$��+DUYDUG�8QLYHUVLW\��0LPHR�

5RGULJXH]��)��DQG�'��5RGULN���������µ7UDGH�3ROLF\�DQG�(FRQRPLF�*URZWK��$�6NHSWLF¶V
*XLGH�WR�WKH�&URVV�1DWLRQDO�(YLGHQFH¶��&DPEULGJH��0$��-RKQ�)��.HQQHG\�6FKRRO�RI
*RYHUQPHQW��+DUYDUG�8QLYHUVLW\��8QSXEOLVKHG�PDQXVFULSW�

5RGULN�� '�� ��������+DV�*OREDOL]DWLRQ� *RQH� 7RR� )DU"�:DVKLQJWRQ�� '&�� ,QVWLWXWH� IRU
,QWHUQDWLRQDO�(FRQRPLFV�
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6DFKV�� -�� DQG� $�� :DUQHU� �������� µ(FRQRPLF� 5HIRUP� DQG� WKH� 3URFHVV� RI� *OREDO
,QWHJUDWLRQ¶��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�����������

6HQ��$�� ������� µ7KH� 3ROLWLFDO� (FRQRP\� RI� 7DUJHWLQJ¶�� 3DSHU� SUHVHQWHG� DW� WKH�$QQXDO
%DQN� &RQIHUHQFH� RQ� 'HYHORSPHQW� (FRQRPLFV�� :DVKLQJWRQ�� '&�� :RUOG� %DQN�
0LPHR�

6WHZDUW�� )�� DQG� :�� YDQ� GHU� *HHVW� �������� µ$GMXVWPHQW� DQG� 6RFLDO� )XQGV�� 3ROLWLFDO
3DQDFHD� RU� (IIHFWLYH� 3RYHUW\� 5HGXFWLRQ"¶� (PSOR\PHQW� 3DSHUV� 1R�� ��� *HQHYD�
(PSOR\PHQW�'HSDUWPHQW��,/2�

6WLJOLW]�� -�� �������� µ0RUH� ,QVWUXPHQWV� DQG� %URDGHU� *RDOV�� 0RYLQJ� WRZDUG� WKH� 3RVW�
:DVKLQJWRQ�&RQVHQVXV¶��:,'(5�$QQXDO�/HFWXUHV�����+HOVLQNL��818�:,'(5�

7D\ORU��/����������µ([WHUQDO�/LEHUDOL]DWLRQ��(FRQRPLF�3HUIRUPDQFH��DQG�'LVWULEXWLRQ�LQ
/DWLQ� $PHULFD� DQG� (OVHZKHUH¶�� :,'(5� :RUNLQJ� 3DSHUV�� 1R�� ����� +HOVLQNL�
818�:,'(5�

7HQGOHU��-����������µ:K\�$UH�6RFLDO�)XQGV�6R�3RSXODU"¶��IRUWKFRPLQJ�LQ�6��<XVXI��:�
:X� DQG� 6�� (YHUHWW� �HGV��� /RFDO� '\QDPLFV� LQ� WKH� (UD� RI� *OREDOL]DWLRQ�� 2[IRUG�
2[IRUG�8QLYHUVLW\�3UHVV�

7HQGOHU��-��ZLWK�5��6HUUDQR���������7KH�5LVH�RI�6RFLDO�)XQGV��:KDW�$UH�7KH\�D�0RGHO
2I"��&DPEULGJH��0$��'HSW��RI�8UEDQ�6WXGLHV�DQG�3ODQQLQJ��0DVVDFKXVHWWV�,QVWLWXWH
RI�7HFKQRORJ\�

81&7$'���������µ5HFHQW�'HYHORSPHQWV�LQ�6RFLDO�)XQGV�DQG�6DIHW\�1HWV��%DFNJURXQG
1RWH� E\� WKH� 81&7$'� 6HFUHWDULDW¶�� 81&7$'�3$���� 6WDQGLQJ� &RPPLWWHH� RQ
3RYHUW\� $OOHYLDWLRQ�� ,QWHUJRYHUQPHQWDO� *URXS� RI� ([SHUWV� RQ� 3RYHUW\� $OOHYLDWLRQ�
*HQHYD�� ��� -DQXDU\� ������ ,WHP� �� RI� WKH� 3URYLVLRQDO� $JHQGD�� 1HZ� <RUN�� 8QLWHG
1DWLRQV�

81&7$'���������7UDGH�DQG�'HYHORSPHQW�5HSRUW��*HQHYD��81&7$'�

9LUDN�� <�� �������� µ$� 5HIOHFWLRQ� RQ� WKH� 6RFLDO� )XQGV� LQ� &DPERGLD¶�
KWWS���DULF�DGE�RUJ�FRQIHUHQFH�PVI�SDSHUV�FDP��Z�B��KWP

:DONHU��,��HW�DO����������µ([�3RVW�(YDOXDWLRQ�RI�WKH�+RQGXUDQ�6RFLDO�,QYHVWPHQW�)XQG¶�
:DVKLQJWRQ��'&��:RUOG�%DQN��0LPHR�

:RRG�� $GULDQ� �������� 1RUWK�6RXWK� 7UDGH�� (PSOR\PHQW� DQG� ,QHTXDOLW\�� 2[IRUG�
&ODUHQGRQ�3UHVV�

:RUOG�%DQN���������µ)LQDQFLQJ�$GMXVWPHQW�ZLWK�*URZWK�LQ�VXE�6DKDUDQ�$IULFD�������
��¶��:DVKLQJWRQ��'&��:RUOG�%DQN�

:RUOG�%DQN� ��������:RUOG�'HYHORSPHQW� 5HSRUW� ����� ±� 3RYHUW\�� 1HZ�<RUN�� 2[IRUG
8QLYHUVLW\�3UHVV�IRU�WKH�:RUOG�%DQN�

:RUOG� %DQN� �������� µ3RUWIROLR� ,PSURYHPHQW� 3URJUDP�� 5HYLHZ� RI� WKH� 6RFLDO� )XQGV
3RUWIROLR¶��:DVKLQJWRQ��'&��:RUOG�%DQN�

:RUOG�%DQN���������µ6RFLDO�)XQGV������,PSDFW�(YDOXDWLRQ��8SGDWHG�0LGVWUHDP�,VVXHV
3DSHU¶��:DVKLQJWRQ��'&��:RUOG�%DQN��0LPHR�
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:RUOG� %DQN� �����D��� µ&RSLQJ� ZLWK� 1DWXUDO� 'LVDVWHUV�� 5ROH� RI� 6RFLDO� )XQGV¶�
KWWS���ZEOQ�����ZRUOGEDQN�RUJ�+'1HW�+'GRFV�QVI�

:RUOG� %DQN� �����E��� :RUOG� 'HYHORSPHQW� 5HSRUW� �������� 1HZ� <RUN�� 2[IRUG
8QLYHUVLW\�3UHVV�IRU�WKH�:RUOG�%DQN�



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

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

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

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

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


