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WKH�DGYRFDF\�RI�SROLFLHV�OHDGLQJ�WR�UREXVW��HTXLWDEOH�DQG�HQYLURQPHQWDOO\�VXVWDLQDEOH�JURZWK��DQG
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818�:,'(5� KDV� WDNHQ� D� NHHQ� LQWHUHVW� LQ� WKH� LVVXH� RI� LQFRPH� LQHTXDOLW\� DQG� LWV
UHFHQW� ULVH� DFURVV� PXFK� RI� WKH� GHYHORSLQJ� DQG� GHYHORSHG� ZRUOG�� ,� WKHUHIRUH� KDYH
JUHDW� SOHDVXUH� LQ� LQWURGXFLQJ� WKH� �����:,'(5� $QQXDO� /HFWXUH� HQWLWOHG� ,V� 5LVLQJ
,QFRPH� ,QHTXDOLW\� ,QHYLWDEOH"� $� &ULWLTXH� RI� WKH� 7UDQVDWODQWLF� &RQVHQVXV�� E\
3URIHVVRU� $QWKRQ\� $WNLQVRQ�� :DUGHQ� RI� 1XIILHOG� &ROOHJH�� 2[IRUG� 8QLYHUVLW\�
3URIHVVRU� $WNLQVRQ� GHOLYHUHG� WKH� OHFWXUH� LQ� 2VOR� RQ� �� 1RYHPEHU� ������ :H� DUH
LQGHEWHG� WR� WKH� 5R\DO� 0LQLVWU\� RI� )RUHLJQ� $IIDLUV� RI� 1RUZD\� IRU� VSRQVRULQJ� WKH
PHHWLQJ��DQG�WR�WKH�&HQWUH�IRU�'HYHORSPHQW�DQG�(QYLURQPHQW��680���8QLYHUVLW\�RI
2VOR��IRU�KRVWLQJ�LW�

,Q�WKLV�WKRXJKW�SURYRNLQJ�OHFWXUH��3URIHVVRU�$WNLQVRQ�IRFXVHV�RQ�WKH�ULVH�LQ�LQFRPH
LQHTXDOLW\� LQ� D� ODUJH� QXPEHU� RI� LQGXVWULDOL]HG� FRXQWULHV� RYHU� WKH� ODVW� WZR� GHFDGHV�
7KLV�SKHQRPHQRQ��ZKLFK�ILUVW�EHFDPH�DSSDUHQW�LQ�WKH�8QLWHG�6WDWHV�DQG�WKH�8QLWHG
.LQJGRP�� LV� QRZ� RFFXUULQJ� LQ� D� QXPEHU� RI� RWKHU� FRXQWULHV� DV� ZHOO�� +RZHYHU�� WKH
H[SHULHQFH� LV� QRW� XQLIRUP� DFURVV� FRXQWULHV�� DQG� WKLV� VXJJHVWV� WKDW� SROLF\� PDWWHUV�
7KXV�� ULVLQJ� LQHTXDOLW\� LV� QRW� QHFHVVDULO\� LQHYLWDEOH�� LQ� FRQWUDVW� WR� WKH�ZLGHO\� KHOG
EHOLHI��RI�WKH�7UDQVDWODQWLF�&RQVHQVXV��WKDW� LW� LV�DQ�XQDYRLGDEOH�FRQVHTXHQFH�RI� WKH
SUHVHQW� UHYROXWLRQ� LQ� LQIRUPDWLRQ� WHFKQRORJ\�� RU� WKH� JOREDOL]DWLRQ� RI� WUDGH� DQG
ILQDQFH�

3URIHVVRU�$WNLQVRQ
V�WKRURXJK�DQDO\VLV�RI�WKH�GDWD�VKRZV�WKDW�WKH�ZRUOG�LV�ZRUNLQJ�LQ
PRUH� FRPSOH[� ZD\V� WKDQ� WKRVH� GHVFULEHG� LQ� VLPSOH� WHFKQRORJLFDO� DQG� WUDGH
H[SODQDWLRQV�RI�LQHTXDOLW\�DQG�LWV�WUHQG��7KH�ODWWHU�WKHRULHV�VHH�ZDJH�GLIIHUHQWLDOV�DV
QRWKLQJ�PRUH�WKDQ�WKH�RXWFRPH�RI�VXSSO\�DQG�GHPDQG�� WKHUHE\�LJQRULQJ�WKH�UROH�RI
FRQYHQWLRQV� DQG� VRFLDO� QRUPV��%XW� QHZHU� HFRQRPLF� WKHRULHV� VKRZ� WKDW� VXSSO\� DQG
GHPDQG� RQO\� SODFH� OLPLWV� RQ� SRVVLEOH� ZDJH� GLIIHUHQWLDOV�� ZKLOH� VRFLDO� IRUFHV
GHWHUPLQH�ZKHUH�ZDJHV�DFWXDOO\� OLH�EHWZHHQ� WKRVH� OLPLWV��7KHVH�QHZHU�PRGHOV�DOVR
LQGLFDWH�WKDW�VKLIWV�LQ�SD\�QRUPV�FDQ�UHVXOW� LQ�ZLGHQLQJ�ZDJH�GLIIHUHQWLDOV��DQG�WKXV
KLJKHU�LQFRPH�LQHTXDOLW\��0RUHRYHU��3URIHVVRU�$WNLQVRQ�UHPLQGV�XV�WKDW�SURJUHVVLYH
LQFRPH�WD[DWLRQ�DQG�VRFLDO�WUDQVIHUV�FDQ�VXEVWDQWLDOO\�UHGXFH�WKH�LQFRPH�LQHTXDOLWLHV
WKDW�PD\�DULVH�LQ�WKH�PDUNHW�SODFH��1DWLRQDO�JRYHUQPHQWV�GR�WKHUHIRUH�KDYH�URRP�IRU
PDQRHXYUH�� HVSHFLDOO\� LQ� LQIOXHQFLQJ�VRFLDO� QRUPV�ZKLFK� DUH� DV� LPSRUWDQW�� SHUKDSV
PRUH�LPSRUWDQW��LQ�GHWHUPLQLQJ�WKH�GLVWULEXWLRQ�RI�LQFRPH�DV�WKH�PXFK�FLWHG�WUHQGV�LQ
WUDGH�DQG� WHFKQRORJ\��7KXV��3URIHVVRU�$WNLQVRQ
V�FRQWULEXWLRQ� WR� WKH�GHEDWH� LV�ERWK
WLPHO\�DQG�KLJKO\�UHOHYDQW��7KH�UHGXFWLRQ�RI�LQFRPH�LQHTXDOLW\�VKRXOG�EH�DQ�XUJHQW
JRDO�IRU�JRYHUQPHQWV�DQG�WKH�LQWHUQDWLRQDO�FRPPXQLW\��DQG�,�XUJH�HYHU\RQH�WR�UHIOHFW
XSRQ�WKH�DQDO\VLV�DQG�FRQFOXVLRQV�RI�WKLV������:,'(5�$QQXDO�/HFWXUH�

*LRYDQQL�$QGUHD�&RUQLD
'LUHFWRU��818�:,'(5

+HOVLQNL��1RYHPEHU�����
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7KLV�LV�D�UHYLVHG�YHUVLRQ�RI������:,'(5�$QQXDO�/HFWXUH��GHOLYHUHG�RQ���1RYHPEHU
�����DW�WKH�8QLYHUVLW\�RI�2VOR��,�ZRXOG�OLNH�WR�WKDQN�WKH�5R\DO�0LQLVWU\�RI�)RUHLJQ
$IIDLUV�RI�1RUZD\��DQG�WKH�&HQWUH�IRU�'HYHORSPHQW�DQG�WKH�(QYLURQPHQW��680��DW
WKH�8QLYHUVLW\�RI�2VOR��IRU�WKHLU�JHQHURXV�KRVSLWDOLW\�

,�DP�JUDWHIXO�WR�$QGUHD�&RUQLD�DQG�0DWWL�3RKMROD�IRU�WKHLU�PRVW�KHOSIXO�FRPPHQWV
RQ�WKH�SUHYLRXV�GUDIW��3DUW�RI�WKH�PDWHULDO�ZDV�SUHVHQWHG�DW�D�FRQIHUHQFH�PDUNLQJ�WKH
��WK�$QQLYHUVDU\� RI� '(/7$� LQ� 3DULV�� DQG� D� QXPEHU� RI� XVHIXO� VXJJHVWLRQV� PDGH
WKHUH�DUH�UHIOHFWHG�LQ�WKH�UHYLVHG�YHUVLRQ�

$QWKRQ\�%��$WNLQVRQ
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$QWKRQ\� %�� $WNLQVRQ� LV� :DUGHQ� RI
1XIILHOG� &ROOHJH�� 2[IRUG�� +H� ZDV
SUHYLRXVO\�3URIHVVRU�RI�3ROLWLFDO�(FRQRP\
DW� WKH� 8QLYHUVLW\� RI� &DPEULGJH�� DQG
&KDLUPDQ� RI� WKH� 6XQWRU\� 7R\RWD
,QWHUQDWLRQDO�&HQWUH� DW� WKH�/RQGRQ�6FKRRO
RI�(FRQRPLFV��+H�LV�D�)HOORZ�RI�WKH�%ULWLVK
$FDGHP\�� DQG� KDV� EHHQ� 3UHVLGHQW� RI� WKH
5R\DO� (FRQRPLF� 6RFLHW\�� RI� WKH
(FRQRPHWULF� 6RFLHW\�� RI� WKH� (XURSHDQ
(FRQRPLF� $VVRFLDWLRQ� DQG� RI� WKH
,QWHUQDWLRQDO�(FRQRPLF�$VVRFLDWLRQ��+H� LV
DQ� +RQRUDU\� 0HPEHU� RI� WKH� $PHULFDQ
(FRQRPLF� $VVRFLDWLRQ�� +H� KDV� VHUYHG� RQ
WKH�5R\DO�&RPPLVVLRQ�RQ� WKH�'LVWULEXWLRQ
RI� ,QFRPH� DQG� :HDOWK�� WKH� 3HQVLRQ� /DZ
5HYLHZ� &RPPLWWHH�� DQG� WKH� &RPPLVVLRQ
RQ�6RFLDO�-XVWLFH�

3URIHVVRU�$WNLQVRQ� LV� FXUUHQWO\� D�PHPEHU� RI� WKH�&RQVHLO� G
$QDO\VH� (FRQRPLTXH�
DGYLVLQJ� WKH� )UHQFK� 3ULPH� 0LQLVWHU�� +H� LV� DXWKRU� RI� 8QHTXDO� 6KDUHV�� 7KH
(FRQRPLFV�RI�(TXDOLW\��/HFWXUHV�RQ�3XEOLF�(FRQRPLFV��ZLWK�-��(��6WLJOLW]���3RYHUW\
DQG�6RFLHW\� 6HFXULW\��3XEOLF�(FRQRPLF� LQ�$FWLRQ�� ,QFRPHV� DQG� WKH�:HOIDUH� 6WDWH�
7KUHH�/HFWXUHV�RQ�3RYHUW\� LQ�(XURSH�DQG�7KH�(FRQRPLF�&RQVHTXHQFHV�RI�5ROOLQJ
%DFN�WKH�:HOIDUH�6WDWH�
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7KLV� OHFWXUH� DGGUHVVHV� RQH� RI� WKH� PRVW� LPSRUWDQW� HFRQRPLF� LVVXHV� IDFLQJ� RXU
VRFLHWLHV�DQG�WKH�ZRUOG�DV�D�ZKROH��ULVLQJ�LQFRPH�LQHTXDOLW\��7KHUH�LV�D�ZLGHO\�KHOG
EHOLHI�WKDW�ULVLQJ�LQHTXDOLW\�LV�LQHYLWDEOH��,QFUHDVHG�LQHTXDOLW\�LV�WKH�UHVXOW�RI�IRUFHV�
VXFK�DV�WHFKQRORJLFDO�FKDQJH��RYHU�ZKLFK�ZH�KDYH�QR�FRQWURO��RU� WKH�JOREDOL]DWLRQ
RI�ZRUOG�WUDGH��ZKLFK�SHRSOH�EHOLHYH��GHVSLWH�KLVWRULFDO�HYLGHQFH�WR�WKH�FRQWUDU\��WR
EH�LUUHYHUVLEOH��.X]QHWV��������VXJJHVWHG�WKDW�LQFRPH�LQHTXDOLW\�PLJKW�EH�H[SHFWHG
WR�IROORZ�DQ�LQYHUVH�8�VKDSH��ILUVW�ULVLQJ�ZLWK� LQGXVWULDOL]DWLRQ�DQG�WKHQ�GHFOLQLQJ�
7RGD\��WKH�.X]QHWV�FXUYH�LV�FRPPRQO\�EHOLHYHG�WR�KDYH�GRXEOHG�EDFN�RQ�LWVHOI��WKH
SHULRG�RI�IDOOLQJ�LQHTXDOLW\�KDV�EHHQ�VXFFHHGHG�E\�D�UHYHUVDO�RI� WKH� WUHQG��6HHQ�LQ
WKLV�ZD\�� WKH� WKLUG�TXDUWHU�RI� WKH� WZHQWLHWK�FHQWXU\�ZDV�D�*ROGHQ�$JH�QRW� MXVW� IRU
JURZWK� DQG� HPSOR\PHQW�� EXW� DOVR� IRU� LWV� DFKLHYHPHQW� LQ� ORZHULQJ� HFRQRPLF
LQHTXDOLW\��2Q�WKLV�EDVLV��WKH�PDUNHG�ULVH�LQ�ZDJH�DQG�LQFRPH�LQHTXDOLW\�REVHUYHG�LQ
WKH�8QLWHG�6WDWHV� DQG� WKH�8QLWHG�.LQJGRP� LQ� UHFHQW� GHFDGHV�ZLOO� XQDYRLGDEO\� EH
IROORZHG�E\�ULVHV�LQ�RWKHU�FRXQWULHV��DQG�LQGHHG�ZRUOG�ZLGH��3ROLF\�FDQ�PDNH�OLWWOH
GLIIHUHQFH�

,Q�WKLV�OHFWXUH��,� WDNH� LVVXH�ZLWK� WKH�DVVHUWLRQ� WKDW�ULVLQJ� LQHTXDOLW\� LV� LQHYLWDEOH�� ,W
PD\� LQ� IDFW� WXUQ�RXW� WKDW� WKH� WZHQW\�ILUVW�FHQWXU\� VHHV� ULVLQJ� LQHTXDOLW\��EXW� WKLV� LV
QRW� LQHVFDSDEOH��:H� GR� KDYH� VRPH� FKRLFH�� ,Q� FKDOOHQJLQJ� WKH� SRSXODU� SRVLWLRQ�� ,
IRFXV�RQ�WKH�H[SHULHQFH�RI�2(&'�FRXQWULHV�� VLQFH� LW� LV� WKHVH� WKDW�,�NQRZ�EHVW��EXW
ZKDW� LV� KDSSHQLQJ� LQ� LQGXVWULDOL]HG� HFRQRPLHV� FDQQRW� EH� GLYRUFHG� IURP� ZKDW� LV
KDSSHQLQJ� LQ� GHYHORSLQJ� FRXQWULHV�� ,QGHHG�� RQH� IUHTXHQWO\� H[SUHVVHG� YLHZ� LV� WKDW
LQFUHDVHG�ZDJH�GLVSHUVLRQ� LQ� WKH�2(&'�FRXQWULHV� LV�GXH� WR� LQFUHDVHG� FRPSHWLWLRQ
IURP�ORZ�ZDJH�HFRQRPLHV��7KLV�LV�D�YLHZ�ZKLFK�LW�VHHPV�SDUWLFXODUO\�DSSURSULDWH�WR
H[DPLQH� LQ� WKH� :,'(5� $QQXDO� /HFWXUH�� �,� KDYH� GLVFXVVHG� WKH� ULYDO� YLHZ� WKDW
LQFUHDVHG�ZDJH�GLVSHUVLRQ�LV�GXH�WR�WHFKQRORJLFDO�FKDQJH�LQ�$WNLQVRQ���������

7KH� OHFWXUH� IDOOV� LQWR� WKUHH� PDLQ� SDUWV�� ,Q� WKH� ILUVW�� ,� SUHVHQW� D� FULWLTXH� RI� WKH

7UDQVDWODQWLF� &RQVHQVXV
�� D� WHUP� ,� XVH� WR� GHVFULEH� ZKDW� KDV� UDSLGO\� EHFRPH� WKH
JHQHUDOO\� DFFHSWHG� H[SODQDWLRQ� RI� WKH� ULVH� LQ� LQHTXDOLW\� LQ� 2(&'� FRXQWULHV�
(FRQRPLVWV�DUH�VRPHWLPHV�DFFXVHG�RI�EHLQJ�VORZ�WR�UHDFW�WR�FKDQJLQJ�HYHQWV²WKDW
WKH\�DUH�DOZD\V�VHHNLQJ�WR�H[SODLQ�WKH�ODVW�JHQHUDWLRQ
V�HFRQRPLF�SUREOHPV��,Q�P\
YLHZ��HFRQRPLVWV�DUH�LQ�IDFW�TXLFN�WR�UHVSRQG�WR�FKDQJLQJ�LVVXHV��LQGHHG�WKH\�FRXOG
UDWKHU�EH�IDXOWHG�IRU�EHLQJ�WRR�IDVKLRQ�FRQVFLRXV��,Q�WKH�ILHOG�RI�LQFRPH�LQHTXDOLW\�
WKHUH� KDV� EHHQ� D� VZLIW� UHVSRQVH�� 7KHUH� KDV� EHFRPH� HVWDEOLVKHG� D� 7UDQVDWODQWLF
&RQVHQVXV� WKDW� LQFUHDVHG� LQFRPH� LQHTXDOLW\� LQ� WKH� 8QLWHG� 6WDWHV� DQG� KLJK
XQHPSOR\PHQW� LQ� &RQWLQHQWDO� (XURSH� DUH� GXH� WR� D� VKLIW� RI� GHPDQG� DZD\� IURP
XQVNLOOHG� ZRUNHUV� WRZDUGV� VNLOOHG� ZRUNHUV�� ,� UHIHU� WR� LW� DV� D� 
7UDQVDWODQWLF
&RQVHQVXV
�EHFDXVH�LW�SURYLGHV�D�XQLILHG�H[SODQDWLRQ�DV�WR�KRZ�D�VLQJOH�FDXVH�KDV�D
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GLIIHUHQWLDO� LPSDFW�RQ� WKH�8QLWHG�6WDWHV� DQG� RQ�PDLQODQG�(XURSH�� ,W� DOVR� FDSWXUHV
WKH� IDFW� WKDW� WKLV� YLHZ� KDV� EHHQ� ZLGHO\� LQIOXHQWLDO� LQ� WKH� SROLF\�PDNLQJ� RI
LQWHUQDWLRQDO� LQVWLWXWLRQV� RQ� ERWK� VLGHV� RI� WKH� $WODQWLF�� VXFK� DV� WKH� ,0)� DQG� WKH
2(&'��7KLV� FRQVHQVXV� LV� KRZHYHU� RSHQ� WR� TXHVWLRQ�� 7KH� ILUVW� SDUW� RI�P\� OHFWXUH
HODERUDWHV� WKH� XQGHUO\LQJ� WKHRU\� RI� GLVWULEXWLRQ�� WUHDWLQJ� LQ� SDUWLFXODU� WKH
LQWHUQDWLRQDO� WUDGH� DVSHFWV�� DQG� DUJXHV� WKDW� WKH� &RQVHQVXV� YLHZ� KDV� VR� IDU� IDOOHQ
VKRUW�RI�SURYLGLQJ�D�FRPSOHWH�H[SODQDWLRQ�

,V�WKHUH�DQ�DOWHUQDWLYH"�7KH�VHFRQG�SDUW�RI�WKH�OHFWXUH�VHHNV�WR�GHVFULEH�D�GLIIHUHQW
DSSURDFK�WR�H[SODLQLQJ�ULVLQJ�HDUQLQJV�LQHTXDOLW\��2QH�LQJUHGLHQW�LV�D�PRYH�IURP�D
VLPSOH� VNLOOHG�XQVNLOOHG� GLFKRWRP\� RI� WKH� ODERXU� IRUFH� WR� WKH� PRUH� UHDOLVWLF
DVVXPSWLRQ�RI�D�FRQWLQXXP�RI�HDUQLQJV�FDSDFLW\��7KLV�DOORZV�XV�WR�IRFXV�RQ�WKH�IDFW
WKDW� LW� LV� QRW� MXVW� WKH� XQVNLOOHG�ZKR� KDYH� ORVW� UHODWLYH� WR� WKH� PHGLDQ� EXW� WKDW� WKH
PHGLDQ�ZRUNHU�KDV�ORVW�UHODWLYH�WR�KLJK�HDUQHUV��7KHUH�KDV�LQ�IDFW�EHHQ�D�
WLOW
�LQ�WKH
HDUQLQJV�VNLOO� QH[XV�� 7KH� VHFRQG� LQJUHGLHQW� LQ� WKH� DOWHUQDWLYH� DSSURDFK� SURSRVHG
KHUH� LV� WKH�H[SOLFLW� UHFRJQLWLRQ�RI� WKH�UROH�RI�VRFLDO�FRQYHQWLRQV�RU�VRFLDO�FRGHV� LQ
SD\� GHWHUPLQDWLRQ�� 6RFLDO� FRQYHQWLRQV� PD\� DOORZ� WKH� UHVROXWLRQ� RI� SUREOHPV� RI
LQFRPSOHWH�FRQWUDFWLQJ��ZKHUH�VXSSO\�DQG�GHPDQG�FRQVLGHUDWLRQV�RQO\�SODFH� OLPLWV
RQ�WKH�SRVVLEOH�ZDJH�GLIIHUHQWLDOV��&KDQJHV�LQ�ZDJH�GLIIHUHQWLDOV�PD\�UHIOHFW�VKLIWV
LQ�VXFK�VRFLDO�FRQYHQWLRQV��6RFLDO�FRGHV��RU�SD\�QRUPV��PD\�SOD\�DQ� LQWULQVLF��DQG
QRW�MXVW�DQ� LQVWUXPHQWDO�� UROH��ZKHUH�SHRSOH�DWWDFK�ZHLJKW� WR� WKH� ORVV�RI�UHSXWDWLRQ
WKDW�IROORZV�IURP�EUHDFK�RI�WKH�FRGH��7KH�FRVW�RI�EUHDNLQJ�WKH�FRGH�GHSHQGV�RQ�WKH
GHJUHH�RI�DGKHUHQFH��ZKLFK�LV�HQGRJHQRXV��DQG�LQFUHDVHG�SD\�GLVSHUVLRQ�PD\�KDYH
DULVHQ�RQ�DFFRXQW�RI�D�VKLIW�IURP�D�KLJK��WR�D�ORZ�DGKHUHQFH�HTXLOLEULXP�

7KH� ILUVW� WZR� SDUWV� RI� WKH� OHFWXUH� FRQFHQWUDWH� RQ� WKH� GHWHUPLQDQWV� RI�ZKDW� SHRSOH
UHFHLYH�DV�ZDJHV� LQ� WKH�PDUNHW�SODFH���&DSLWDO� LQFRPHV�DUH�DOVR� LPSRUWDQW��EXW�DUH
QRW� GLVFXVVHG� LQ� WKLV� OHFWXUH��� %XW� PDUNHW� LQFRPHV� DUH� VLJQLILFDQWO\� PRGLILHG� E\
JRYHUQPHQW� SROLF\�� 0DQ\� SHRSOH� LQ� 2(&'� FRXQWULHV�� OLNH� WKH� UHWLUHG� RU� WKH
XQHPSOR\HG��UHFHLYH�YHU\�OLWWOH�LQ�WKH�ZD\�RI�PDUNHW�LQFRPHV��7KH\�VXUYLYH�EHFDXVH
RI� VWDWH� WUDQVIHUV� �UHWLUHPHQW� SHQVLRQV�� XQHPSOR\PHQW� LQVXUDQFH�� HWF�� ILQDQFHG� E\
VRFLDO� VHFXULW\� DQG� RWKHU� WD[HV�� ,Q� WKH� WKLUG� SDUW� RI� WKH� OHFWXUH�� ,� VKRZ� KRZ� WKH
JRYHUQPHQW� EXGJHW� KDV� SOD\HG� D�PDMRU� UROH� LQ� RIIVHWWLQJ� WKH� ULVH� LQ� LQHTXDOLW\� LQ
PDUNHW� LQFRPHV²D� ULVH� WKDW� SUH�GDWHV� WKH� SUHVHQW� FRQFHUQV�� 7KH� GHJUHH� RI� RIIVHW
GLIIHUV�� KRZHYHU�� DFURVV� FRXQWULHV�� DQG� DFURVV� WLPH� LQ� DQ\� RQH� FRXQWU\�� 7KLV
VXJJHVWV�WKDW�QDWLRQDO�SROLF\�PD\�EH�LQIOXHQWLDO��EXW�DOVR�UDLVHV�WKH�TXHVWLRQ�DV�WR�WKH
GHJUHH�WR�ZKLFK�QDWLRQDO�JRYHUQPHQWV�FDQ�SUHVHUYH�DXWRQRP\�LQ�WKHLU�UHGLVWULEXWLYH
SROLF\�LQ�DQ�LQFUHDVLQJO\�LQWHJUDWHG�ZRUOG�
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7KH�SKHQRPHQRQ�RI�ULVLQJ�LQHTXDOLW\�RI�LQFRPH�LQ�LQGXVWULDOL]HG�FRXQWULHV��ZDV�ILUVW
QRWLFHG�LQ� WKH�8QLWHG�6WDWHV��ZKHUH� LQHTXDOLW\�DV�PHDVXUHG�E\�WKH�*LQL�FRHIILFLHQW
EHJDQ� WR� ULVH� LQ� WKH� ����V²VHH� )LJXUH� ��� �7KH� *LQL� FRHIILFLHQW� LV� D� VXPPDU\
PHDVXUH�RI�LQHTXDOLW\��YDU\LQJ�EHWZHHQ���ZKHQ�ZH�DOO�KDYH� LGHQWLFDO� LQFRPHV�DQG
����SHU�FHQW�ZKHQ�RQH�SHUVRQ�VFRRSV�WKH�HQWLUH�SRRO���7KH�ULVH�LQ�WKH�8QLWHG�6WDWHV
KDV�DWWUDFWHG�PRVW�DWWHQWLRQ��EXW�P\�RZQ�FRXQWU\��WKH�8QLWHG�.LQJGRP��KDV�VHHQ�DQ
HYHQ� ODUJHU� LQFUHDVH�� ,Q� WKH� SHULRG� ����� WR� ������ WKH� *LQL� FRHIILFLHQW� IRU� WKH
GLVWULEXWLRQ�E\�LQGLYLGXDOV�RI�HTXLYDOHQW�KRXVHKROG�GLVSRVDEOH�LQFRPH�LQ�WKH�8QLWHG
.LQJGRP�URVH�E\�VRPH����SHUFHQWDJH�SRLQWV��IURP�DURXQG����SHU�FHQW�WR�DURXQG���
SHU�FHQW��VHH�)LJXUH�����7KLV�LQFUHDVH�LV��ò�WLPHV�WKH�LQFUHDVH�LQ�WKH�8QLWHG�6WDWHV
RYHU�WKDW�SHULRG��

7KH�ILUVW�SRLQW�WKDW�,�ZDQW�WR�PDNH�WKHUHIRUH�LV�WKDW�H[SHULHQFH�LV�QRW�XQLIRUP�DFURVV
2(&'�FRXQWULHV��(YHQ�LI�LW�ZHUH�WUXH�WKDW�DOO�2(&'�FRXQWULHV�KDYH�VHHQ�LQFUHDVHG
LQFRPH� LQHTXDOLW\�� WKH� H[WHQW� DQG� WLPLQJ� RI� WKH� LQFUHDVH� KDV� GLIIHUHG�� $PRQJ
$QJOR�6D[RQ� FRXQWULHV�� WKHUH� KDV� EHHQ� D� VKDUS� ULVH� LQ� LQFRPH� LQHTXDOLW\� LQ� 1HZ
=HDODQG�� EXW� OLWWOH� DSSDUHQW� LQFUHDVH� LQ� &DQDGD�� 7KH� ODVW� RI� WKHVH� LV� VWULNLQJ�� DV
6PHHGLQJ��������KDV�HPSKDVL]HG��:H�KDYH�WZR�1RUWK�$PHULFDQ�FRXQWULHV��VKDULQJ
D�ORQJ�IURQWLHU��ZLWK�FRQVLGHUDEOH�FURVV�ERUGHU�HFRQRPLF�IORZV��ZKHUH�WKH�GHJUHH�RI
LQWHJUDWLRQ�KDV�LQFUHDVHG�ZLWK�1$)7$��DQG�\HW�WKH�WLPH�SDWKV�RI�LQFRPH�LQHTXDOLW\
DUH� QRWLFHDEO\� GLIIHUHQW�� ,Q� WKH� 1RUGLF� FRXQWULHV� WKHUH� KDV� WRR� EHHQ� D� YDULHW\� RI
H[SHULHQFH�� ,Q� WKHLU� VWXG\� RI� WKH� GLVWULEXWLRQDO� LPSDFW� RI� ULVLQJ� XQHPSOR\PHQW�
$DEHUJH�HW�DO���������IRXQG�WKDW��LQ�WKH�SHULRG�LQ�TXHVWLRQ��LQHTXDOLW\�RI�GLVSRVDEOH
LQFRPH�GLG�QRW�UHVSRQG�DW�DOO�LQ�)LQODQG�DQG�UHODWLYHO\�OLWWOH�LQ�'HQPDUN��EXW�URVH�
DOEHLW� PRGHVWO\�� LQ� 6ZHGHQ� DQG� 1RUZD\²WKH� VLWXDWLRQ� IRU� 1RUZD\� LV� VKRZQ� LQ
)LJXUH����,Q�RWKHU�(XURSHDQ�FRXQWULHV��WKHUH�LV�D�VLPLODU�GLYHUVLW\�RI�H[SHULHQFH��,Q
*HUPDQ\�� WDNLQJ�WKH�:HVWHUQ�/lQGHU�IRU�SXUSRVHV�RI�FRPSDUDELOLW\�RYHU� WLPH�� WKH
*LQL�FRHIILFLHQW�KDV�LQFUHDVHG�E\�VRPH���SHUFHQWDJH�SRLQWV�VLQFH�WKH�����V��DV�PD\
EH� VHHQ� E\� SLHFLQJ� WRJHWKHU� WKH� WZR� VHULHV� LQ� )LJXUH� ��� DQG� WKH� LQFUHDVH� LQ� WKH
1HWKHUODQGV� LQ� WKH� VHFRQG�KDOI� RI� WKH�����V�ZDV� VLPLODU� LQ�PDJQLWXGH�� ,Q� )UDQFH�
WKHUH�ZDV�QR�LQFUHDVH�LQ�WKH�����V�
���������������������������������������������
�� ,�GR�QRW�GLVFXVV�LQFRPH�LQHTXDOLW\� LQ�GHYHORSLQJ�FRXQWULHV��)RU�JHQHUDO�VXUYH\V��VHH�$GHOPDQ
DQG�5RELQVRQ��������DQG�.DQEXU���������IRU�GLVFXVVLRQ�RI�WKH�GHWHUPLQDQWV�RI�LQFRPH�GLVWULEXWLRQ
LQ�GHYHORSLQJ�FRXQWULHV��VHH��DPRQJ�RWKHUV��%RXUJXLJQRQ�DQG�0RUULVVRQ���������&RUQLD���������DQG
6WHZDUW�DQG�%HUU\��������
�� ,W�VKRXOG�EH�QRWHG�WKDW�WKH�VHULHV�IRU�GLIIHUHQW�FRXQWULHV�DUH�EDVHG�RQ�GLIIHUHQW�GHILQLWLRQV��7KH
8QLWHG� 6WDWHV� ILJXUHV� DUH� IRU� JURVV� LQFRPH� DQG� DUH� XQDGMXVWHG� IRU� KRXVHKROG� VL]H�� ZKHUHDV� WKH
8QLWHG� .LQJGRP� ILJXUHV� UHODWH� WR� GLVSRVDEOH� LQFRPH� DGMXVWHG� IRU� KRXVHKROG� VL]H� XVLQJ� DQ
HTXLYDOHQFH� VFDOH��1RW� RQO\� DUH� WKH� OHYHOV� DUH� QRW� FRPSDUDEOH�� EXW� DOVR� GLIIHUHQFHV� LQ� GHILQLWLRQ
PD\�DIIHFW�WKH�PHDVXUHPHQW�RI�WUHQGV�RYHU�WLPH�
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FIGURE 1
CHANGES IN INCOME INEQUALITY

Sources: Canada, Statistics Canada (1996: Text Table VI) and Statistics Canada (1999 Appendix Table III).
France, (1975=100) Atkinson (1997b: Table FR2 Synthèses series). (West) Germany, (1978=100) Becker,
(1996: Tabelle 1) and Hauser (1996: Tabelle 1) linked at 1993 using Becker (1998: Tabelle 4). Netherlands,
supplied by Central Bureau of Statistics. New Zealand, Statistics New Zealand (1999). Norway, Epland
(1998). United Kingdom, up to 1993 from Atkinson (1997b: Table UK3) series constructed by Goodman and
Webb (1994); 1994/5-1997/8 from Clark and Taylor (1999: Figure 2 and text). Figures prior to 1993 from
Family Expenditure Survey; figures from 1994/5 from Family Resources Survey. United States, US
Department of Commerce (1999:Table: B-3, B-6).

7KH�ILJXUHV�MXVW�FLWHG�UHIHU�WR�WKH�LQHTXDOLW\�RI�GLVSRVDEOH�KRXVHKROG�LQFRPHV��WKHUH
LV� VLPLODU� GLYHUVLW\� LQ� WKH� H[SHULHQFH� ZLWK� UHJDUG� WR� JURVV� LQGLYLGXDO� HDUQLQJV�
)LJXUH��� VKRZV� HVWLPDWHV� �EDVHG� ODUJHO\� RQ� GDWD� DVVHPEOHG� E\� WKH�2(&'�� RI� WKH
FKDQJHV�VLQFH������LQ�WKH�UDWLR�RI�HDUQLQJV�DW�WKH�WRS�GHFLOH�WR�WKRVH�DW�WKH�ERWWRP
GHFLOH��WKH� 
GHFLOH�UDWLR
����7KH�SLFWXUH�LV�DJDLQ�RQH�RI�GLYHUVLW\��7KH�8QLWHG�6WDWHV�
WKH�8QLWHG�.LQJGRP�DQG�1HZ�=HDODQG�DUH�LQ�WKLV�FDVH�PRUH�VLPLODU�LQ�WKH�H[WHQW�RI

���������������������������������������������
�� &URVV�FRXQWU\�HDUQLQJV�GDWD�DUH�XVXDOO\�PDGH�DYDLODEOH�LQ�WKH�IRUP�RI�GHFLOH�UDWLRV��UDWKHU�WKDQ
*LQL�FRHIILFLHQWV��DQG�,�KDYH�IROORZHG�WKLV�FRQYHQWLRQ��$JDLQ�LW�VKRXOG�EH�VWUHVVHG�WKDW�WKH�GDWD�DUH
QRW�FRPSDUDEOH�DFURVV�FRXQWULHV��VRPH�IRU�LQVWDQFH�UHODWH�WR�PDOH�ZRUNHUV��RWKHUV�WR�DOO�ZRUNHUV�
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WKH�LQFUHDVH�LQ�GLVSHUVLRQ��)RU�RWKHU�FRXQWULHV��WKH�SDWWHUQ�LV�PL[HG��ZLWK�D�ULVH�DQG
WKHQ�D�IDOO�LQ�&DQDGD�DQG�1RUZD\��D�IDOO�LQ�*HUPDQ\��D�ULVH�LQ�WKH�1HWKHUODQGV��DQG
YDULDWLRQ�DERXW�D�OHYHO�WUHQG�LQ�)UDQFH��&HUWDLQO\�IRU�WKH�ILUVW�KDOI�RI�WKH�����V�WKHUH
LV�QR�GRPLQDWLQJ�SDWWHUQ��$V�KDV�EHHQ�REVHUYHG�E\�WKH�2(&'��GUDZLQJ�RQ�HYLGHQFH
IRU� D� ODUJHU� QXPEHU� RI� FRXQWULHV�� 
1R� FOHDU� WHQGHQF\� HPHUJHV� RI� D� JHQHUDOL]HG
LQFUHDVH�LQ�HDUQLQJV�LQHTXDOLW\�RYHU�WKH�ILUVW�KDOI�RI�WKH�����V��2I�WKH����FRXQWULHV����
GLVSHUVLRQ� LQFUHDVHG� LQ� KDOI�� DQG� ZDV� HLWKHU� EURDGO\� XQFKDQJHG� RU� GHFOLQHG
VRPHZKDW�LQ�WKH�UHVW
������������

FIGURE 2
CHANGES IN EARNINGS INEQUALITY

Sources: Canada (1981=100), (West) Germany (1983=100), Netherlands (1985=100), New Zealand
(1984=100) and Norway (1980=100). OECD (1996: Table 3.1). France, Bayet and Julhès (1996: 48). United
Kingdom, Atkinson and Micklewright (1992: Table BE1) linked at 1990 to Department of Employment (1999:
Table A30.2). United States, Karoly (1994: Table 2B.2), weekly (consistent) wage and salary income, linked at
1979 and 1987, linked in 1989 to OECD (1996: Table 3.1, which refers to male earnings).
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7KH�VHFRQG�SRLQW� WR�EH�PDGH�DERXW� WKH�HYLGHQFH�IRU� LQFRPHV�DQG�HDUQLQJV� LV� WKDW�
ZKLOH�HFRQRPLVWV�WHQG�WR�WDON�JOLEO\�DERXW� 
WUHQGV
� LQ�LQFRPH�LQHTXDOLW\�� WKLV� LV�QRW
QHFHVVDULO\�D�JRRG�ZD\�RI�GHVFULELQJ�WKH�REVHUYHG�FKDQJHV�RYHU�WLPH��$V�,�DUJXHG
LQ� P\� 3UHVLGHQWLDO� $GGUHVV� WR� WKH� 5R\DO� (FRQRPLF� 6RFLHW\� �$WNLQVRQ�� ����D��� LW
PD\�EH�PRUH�LQVWUXFWLYH�WR�WKLQN�LQ�WHUPV�RI�
HSLVRGHV
�ZKHQ�LQHTXDOLW\�URVH�RU�IHOO�
7KLV� LV�ZHOO� LOOXVWUDWHG�E\� WKH�8QLWHG�.LQJGRP� LQ�)LJXUH����7KHUH�KDV�QRW� EHHQ� D
FRQWLQXRXV�XSZDUG�WUHQG�LQ�WKH�8QLWHG�.LQJGRP��,Q�WKH�����V��LQHTXDOLW\�LQFUHDVHG�
DQG� LW� WKHQ� DFFHOHUDWHG�� %XW� IURP� ����� WR� ������ XQGHU� WKH� SUHPLHUVKLS� RI� -RKQ
0DMRU�� WKH� *LQL� FRHIILFLHQW� DSSHDUV� WR� KDYH� F\FOHG� UDWKHU� WKDQ� WUHQGHG� XSZDUG�
(TXDOO\�� WKH� ����� UHSRUW� RI� WKH� 8QLWHG� 6WDWHV� *RYHUQPHQW� �86� 'HSDUWPHQW� RI
&RPPHUFH�� ������ [LLL�� FRPPHQWHG� WKDW� WKHUH� KDG� EHHQ� QR� VLJQLILFDQW� DQQXDO
LQFUHDVH�VLQFH�������ZKHQ�WKHUH�ZDV�D�PDMRU�UHYLVLRQ�LQ� WKH�PHWKRGRORJ\���:KLOH
WKHUH�PD\�EH�F\FOLFDO�LQIOXHQFHV�LQ�RSHUDWLRQ�GLVJXLVLQJ�WKH�WUHQG��WKH�����V�GR�QRW
ORRN�OLNH�WKH�����V�LQ�WKH�8QLWHG�6WDWHV�DQG�WKH�8QLWHG�.LQJGRP��$�WKLUG�H[DPSOH
LV�SURYLGHG�E\� WKH�1HWKHUODQGV�� ,QHTXDOLW\� LQ�GLVSRVDEOH� LQFRPH�FOHDUO\� LQFUHDVHG�
EXW� LW� DSSHDUV� WR�KDYH�EHHQ� D� VWHS� LQFUHDVH� LQ� WKH� VHFRQG�KDOI� RI� WKH�����V�� QRW� D
FRQWLQXLQJ�WUHQG��WKH�VDPH�DSSHDUV�WR�EH�WUXH�RI�HDUQLQJV�GLVSHUVLRQ�LQ�)LJXUH�����7R
GHVFULEH� UHFHQW� H[SHULHQFH� DV� DQ� LQH[RUDEOH� WUHQG� LV� QRW� WKHUHIRUH� FRUUHFW
HPSLULFDOO\��DQG�LW�PD\�ZHOO�SXW�XV�RQ�WKH�ZURQJ�WUDFN�ZKHQ�VHHNLQJ�WR�H[SODLQ�WKH
HYROXWLRQ�RI�LQHTXDOLW\��ZKLFK�LV�P\�PDLQ�FRQFHUQ�KHUH�

��� 7UDQVDWODQWLF�&RQVHQVXV

$V� DOUHDG\� QRWHG�� HFRQRPLVWV� VHHP� WR� KDYH� PRYHG� UDSLGO\� WR� D� FRQVHQVXV� YLHZ�
ZKHUH� LQFUHDVHG� LQFRPH� LQHTXDOLW\� LV� LGHQWLILHG� ZLWK� LQFUHDVHG� LQHTXDOLW\� RI
SRWHQWLDO�HDUQLQJV��DQG�KHQFH�DFWXDO�HDUQLQJV�RU�HPSOR\PHQW���DQG�ZKHUH�LQFUHDVHG
ZDJH� LQHTXDOLW\� LV� DWWULEXWHG� WR�D� VKLIW� LQ� UHODWLYH�GHPDQG�DZD\� IURP�XQVNLOOHG� WR
VNLOOHG�ZRUNHUV��7KHUH�LV�GHEDWH�DERXW�WKH�FDXVHV�RI�WKH�VKLIW�LQ�UHODWLYH�GHPDQG²
VHH�� IRU� H[DPSOH�� %XUWOHVV� ������� DQG� 'HZDWULSRQW� HW� DO�� �������� ,W� PD\� EH
OLEHUDOL]DWLRQ�RI�LQWHUQDWLRQDO�WUDGH�DQG�LQFUHDVHG�WUDGH�IORZV��LW�PD\�EH�KHLJKWHQHG
FRPSHWLWLRQ� IURP�QHZO\� LQGXVWULDOL]LQJ�FRXQWULHV� �:RRG�� �������2U�� WKH� VKLIW�PD\
EH�WKH�UHVXOW�RI�WHFKQLFDO�FKDQJH�ELDVHG�WRZDUGV�VNLOOHG�ODERXU��ZLWK�WKH�LQWURGXFWLRQ
RI�DXWRPDWLRQ�DQG�LQIRUPDWLRQ�WHFKQRORJ\��2U�LW�FRXOG�EH�WKH�RXWFRPH�RI�WHFKQLFDO
FKDQJH� ELDVHG� WRZDUGV� VHFWRUV� XVLQJ� VNLOOHG� ODERXU�� ,Q� WKLV� OHFWXUH�� JLYHQ� LWV
LQWHUQDWLRQDO� IRFXV�� ,� FRQFHQWUDWH� RQ� WKH� LQWHUQDWLRQDO� WUDGH� YHUVLRQ� RI� WKH� VWRU\��
ZLWKRXW�LQ�DQ\�ZD\�VXJJHVWLQJ�WKDW�WHFKQRORJLFDO�FKDQJH�LV�XQLPSRUWDQW�

7KH�WUDGH�VWRU\�LV�ZHOO�VXPPDUL]HG�LQ�D�UHFHQW�&(35�EXOOHWLQ��
GHYHORSHG�FRXQWULHV
KDYH� EHFRPH� LQFUHDVLQJO\� RSHQ� WR� WUDGH�ZLWK� GHYHORSLQJ� FRXQWULHV�� 7KH� ODWWHU� DUH
ULFK� LQ� XQVNLOOHG� ODERXU�� LW� LV� DUJXHG�� WKH\� FDQ� VXSSO\� JRRGV�ZKHUH� SURGXFWLRQ� LV

���������������������������������������������
�� ,QFUHDVHG�FRPSHWLWLRQ�IURP�LPSRUWV�IURP�QHZO\�LQGXVWULDOL]LQJ�FRXQWULHV�LV�RQO\�RQH�DVSHFW�RI
WKH� JOREDOL]DWLRQ� RI� WKH� HFRQRP\�� $PRQJ� WKH� LPSRUWDQW� GLPHQVLRQV� QRW� GLVFXVVHG� KHUH� LV� WKH
JOREDOL]DWLRQ�RI�FDSLWDO�PDUNHWV��DOORZLQJ�WKH�IUHH�PRYHPHQW�RI�ILQDQFLDO�FDSLWDO��ZKLFK�PD\�ZHOO
KDYH�KDG�D�VLJQLILFDQW�HIIHFW�RQ�LQFRPH�LQHTXDOLW\�
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�XQVNLOOHG�LQWHQVLYH��� VXFK� DV� 7�VKLUWV� IURP� &KLQD�� DW� D� IUDFWLRQ� RI� GHYHORSHG
FRXQWU\� FRVWV�� +HQFH� XQVNLOOHG� ZDJHV� LQ� GHYHORSHG� FRXQWULHV� PXVW� IDOO
� �&(35�
���������

7KLV� FDQ� EH� IRUPDOO\� GHPRQVWUDWHG� LQ� D� VWDQGDUG� WUDGH� WKHRU\� PRGHO� RI� WKH
+HFNVFKHU�2KOLQ� W\SH��ZKHUH� WKHUH� DUH� WZR� EORFV� RI� FRXQWULHV� �LQGXVWULDOL]HG� DQG
QHZO\� LQGXVWULDOL]LQJ�� UHVSHFWLYHO\��� HDFK� ZLWK� WZR� VHFWRUV� RI� SURGXFWLRQ�� 7KH
VHFWRUV� SURGXFH� WUDGDEOH� JRRGV� XVLQJ� WZR� GLIIHUHQW� W\SHV� RI� ODERXU� �VNLOOHG� DQG
XQVNLOOHG�� LQ� GLIIHUHQW� PL[HV�� RQH� 
KLJK� WHFKQRORJ\
� VHFWRU� XVHV� VNLOOHG� ODERXU
UHODWLYHO\� LQWHQVLYHO\� �DW� DOO� UHODWLYH� ZDJH� UDWHV��� ZKHUHDV� WKH� RWKHU� VHFWRU� LV
UHODWLYHO\� XQVNLOOHG�LQWHQVLYH� �IRU� VLPSOLFLW\�� RWKHU� IDFWRUV� RI� SURGXFWLRQ� VXFK� DV
FDSLWDO�RU�ODQG�DUH�LJQRUHG��DV�DUH�QRQ�WUDGHG�JRRGV�DQG�VHUYLFHV���$�UHGXFWLRQ�LQ�WKH
EDUULHUV� WR� WUDGH� OHDGV� WR� D� QHZ� HTXLOLEULXP� ZKHUH� WKH� LQGXVWULDOL]HG� FRXQWULHV
H[SDQG� WKHLU� RXWSXW� RI� WKH� KLJK� WHFKQRORJ\� VHFWRU� DQG� FRQWUDFW� WKDW� RI� WKH� RWKHU
JRRG��DQG�WKH�UHODWLYH�ZDJH�RI�VNLOOHG�ODERXU�ULVHV�

$OO�PRGHOV�DUH�DEVWUDFWLRQV��EXW� WKDW� MXVW� VNHWFKHG� LV�DQ�RYHU�VLPSOLILFDWLRQ� LQ�RQH
LPSRUWDQW� UHVSHFW�� WKH� LQGXVWULDOL]HG� FRXQWULHV� KDYH� YHU\� GLIIHUHQW� VWUXFWXUHV�� :H
QHHG� WR� DOORZ� IRU� DW� OHDVW� WZR� GLVWLQFW� JURXSLQJV� ZLWKLQ� WKH� 2(&'�� &RQWLQHQWDO
(XURSH�DQG�WKH�8QLWHG�6WDWHV��SOXV�SUREDEO\�WKH�8QLWHG�.LQJGRP�DQG�RWKHU�$QJOR�
6D[RQ� FRXQWULHV�� -DSDQ� VKRXOG� SHUKDSV� EH� WUHDWHG� RQ� LWV� RZQ��� ,Q�ZKDW� IROORZV�� ,
SRVLW� D� WKUHH�EORF� PRGHO�� UHIHUUHG� WR� DV� 86�� (=� �HXUR� ]RQH�� DQG� 1,&� �QHZO\
LQGXVWULDOL]LQJ���7KH� UHOHYDQW�GLIIHUHQFH�KHUH�EHWZHHQ� WKH� WZR� LQGXVWULDOL]HG�EORFV
�86�DQG�(=��LV�WKH�H[LVWHQFH�LQ�WKH�ODWWHU�RI�HIIHFWLYH�PLQLPXP�ZDJH�SURWHFWLRQ��RU
VRFLDO� VHFXULW\� EHQHILW� OHYHOV�� SUHYHQWLQJ� ZDJHV� IURP� IDOOLQJ� DW� WKH� ERWWRP�� 7KH
GHPDQG� VKLIW� VWRU\� WKHQ� SUHGLFWV� QRW� LQFUHDVHG� ZDJH� GLVSHUVLRQ� EXW� LQFUHDVHG
XQHPSOR\PHQW�� $FFRUGLQJ� WR� .UXJPDQ�� 
WKH� XSZDUG� WUHQG� LQ� XQHPSOR\PHQW� >LQ
(XURSH@� LV� WKH� UHVXOW�RI�PDUNHW� IRUFHV� WKDW��ZDQW�� WR�SURGXFH�JUHDWHU� LQHTXDOLW\�RI
HDUQLQJV��7KH�FROOLVLRQ�EHWZHHQ�WKHVH�PDUNHW�IRUFHV�DQG�WKH�DWWHPSWV�RI�WKH�ZHOIDUH
VWDWH�WR�OLPLW�LQHTXDOLW\�WKHQ�OHDG�WR�KLJKHU�XQHPSOR\PHQW
��.UXJPDQ������������

6R�ZH�DSSHDU�WR�KDYH�XQLILHG�H[SODQDWLRQ�IRU�ZKDW�LV�KDSSHQLQJ�RQ�ERWK�VLGHV�RI�WKH
$WODQWLF��ZLGHQLQJ�ZDJH�GLVSHUVLRQ�LQ�WKH�86�DQG�UDLVHG�XQHPSOR\PHQW�LQ�WKH�(=�
7KH�SRVLWLRQ�DV� IDU�DV�HDUQLQJV�DUH�FRQFHUQHG� LV� VKRZQ� IRU�)UDQFH�DQG� WKH�8QLWHG
6WDWHV� LQ� )LJXUH� ��� ,Q� WKH� )UHQFK� FDVH�� WKH� ERWWRP� GHFLOH� RI� HDUQLQJV� IRU� PDOH
ZRUNHUV�ZDV����SHU�FHQW�RI�WKH�PHGLDQ�LQ������DQG�KDG�DFWXDOO\�ULVHQ�VOLJKWO\�WR���
SHU�FHQW�LQ�������ZKHUHDV�WKH�8QLWHG�6WDWHV�SHUFHQWDJH�IHOO�IURP����SHU�FHQW�WR���
SHU�FHQW�RYHU�WKH�VDPH�SHULRG��,�ZLOO�FRPH�EDFN�LQ�D�PRPHQW�WR�ZKDW�KDSSHQHG�SRVW�
�����

0RUHRYHU��HYHQ�WKRXJK�WKH�VWHS� LV�QRW�XVXDOO\� WDNHQ��ZH�FRXOG�H[SODLQ�GLIIHUHQFHV
ZLWKLQ� WKH� WZR� LQGXVWULDOL]HG�EORFV� LQ� WKH� VSHHG�DQG� WLPLQJ�RI� WKH� ULVH� LQ�HDUQLQJV
LQHTXDOLW\�E\�UHIHUHQFH�WR�FKDQJHV�LQ�WKH�VXSSO\�RI�VNLOOHG�ODERXU�LQ�UHVSRQVH�WR�WKH
HPHUJLQJ�LQFUHDVHG�VNLOO�SUHPLXP��'LIIHUHQWLDO�SHUIRUPDQFH�DFURVV�FRXQWULHV�LQ�WKH



�

UDFH� EHWZHHQ� WHFKQRORJLFDO� GHYHORSPHQW� DQG� HGXFDWLRQ�� DV� LW� ZDV� GHVFULEHG� E\
7LQEHUJHQ� �������� GRHV� QRW�� LQ� WKH� +HFNVFKHU�2KOLQ� PRGHO�� FDXVH� WKH
XQVNLOOHG�VNLOOHG�ZDJH�UHODWLRQVKLS�WR�GLIIHU�DFURVV�FRXQWULHV��EXW�WKH�GLVWULEXWLRQ�RI
HDUQLQJV� LV�SRWHQWLDOO\�DIIHFWHG�E\�FKDQJHV�LQ� WKH�SURSRUWLRQV�RI�XQVNLOOHG�ZRUNHUV
�DQG�RI�WKH�XQHPSOR\HG���7KH�XQVNLOOHG�VNLOOHG�ZDJH�GLIIHUHQWLDO�LV�QRW�D�FRPSOHWH
VXPPDU\�VWDWLVWLF��DV�LV�REYLRXV�IURP�FRQVLGHULQJ�WKH�FDVH�RI�WKH�GHFLOH�UDWLR�ZKHUH
RQH�JURXS�LV�PRUH�WKDQ����SHU�FHQW�RI�WKH�WRWDO�

FIGURE 3
EARNINGS DISTRIBUTION IN FRANCE AND USA

Sources: Bernstein and Michel (1997: Table 4) and Friez and Julhès (1998: 43).

��� 8QUHVROYHG�TXHVWLRQV

7KH� UHODWLRQ�EHWZHHQ�ZDJH�GLVSHUVLRQ�DQG� LQFUHDVHG� LQWHUQDWLRQDO� FRPSHWLWLRQ�KDV
EHHQ� VHHQ� DV� D� FODVVLF� H[DPSOH� RI� WKH� SRZHU� RI� HFRQRPLF� WKHRUL]LQJ��$� WH[WERRN
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PRGHO�FDQ�EH�DSSOLHG�GLUHFWO\�WR�H[SODLQ�UHDO�ZRUOG�REVHUYDWLRQV��$W�WKH�HQG�RI�KLV
VXUYH\�RQ�JURZLQJ�ZRUOG�WUDGH��.UXJPDQ��������REVHUYHV� WKDW� 
WKH�WLPH�KDV�FRPH

IRU� JHQHUDO�HTXLOLEULXP� WUDGH� WKHRU\�� %\� WKLV� KH� PHDQW� WKDW� RQH� RI� WKH� PRVW
LPSRUWDQW� FRQWULEXWLRQV� RI� WUDGH� WKHRU\� LV� LWV� JHQHUDO� HTXLOLEULXP� SHUVSHFWLYH�� RI
VHHLQJ�WKH�ZRUOG�HFRQRP\�DV�D�ZKROH��%XW�LQ�VHHLQJ�WKH�ZRUOG�DV�D�ZKROH��ZH�QHHG
WR�JR� EH\RQG� WKH� WZR�FRXQWU\�PRGHO�ZKLFK� KDV� GRPLQDWHG� WUDGH� WKHRU\�� VLQFH�� DV
KDV� UHFHQWO\� EHHQ� EURXJKW� RXW� E\� 'DYLV� �����D�� ����E��� WKH� FRQFOXVLRQV� FDQ� EH
PLVOHDGLQJ�� ,Q� GUDZLQJ� LWV� FRQFOXVLRQV�� WKH� 
7UDQVDWODQWLF� &RQVHQVXV
� LQ� HIIHFW
FDUULHV�RXW�SDUDOOHO�DQDO\VHV�RI� WKH� LPSDFW�RQ� WKH�8QLWHG�6WDWHV�DQG� WKH� LPSDFW�RQ
(XURSH�RI�WKH�RSHQLQJ�RI�WUDGH�ZLWK�WKH�1,&V��$V�QRWHG�HDUOLHU��ZH�UHTXLUH�DW�OHDVW�D
WKUHH�EORF�PRGHO��:KHQ�ZH� ORRN� DW� WKH�ZRUOG� LQ� WKLV�ZD\��ZH� VHH�� H[WHQGLQJ� WKH
DQDO\VLV� RI� 'DYLV�� WKDW� WKH� VWDQGDUG� +HFNVFKHU�2KOLQ� WUDGH� WKHRU\� IDOOV� VKRUW� RI
\LHOGLQJ�WKH�SUHGLFWLRQV�DVVXPHG�LQ�WKH�7UDQVDWODQWLF�&RQVHQVXV�

6XSSRVH�ILUVW�WKDW�WKH�FRQGLWLRQV�IRU�IDFWRU�SULFH�HTXDOL]DWLRQ�KROG��7KHVH�FRQGLWLRQV
DUH�VWURQJ��UHTXLULQJ�WKDW�FRXQWULHV�GLIIHU�LQ�WKHLU�SURGXFWLYH�FDSDFLWLHV�RQO\�LQ�WKHLU
IDFWRU� HQGRZPHQWV�� KDYLQJ� LGHQWLFDO� �FRQVWDQW� UHWXUQV� WR� VFDOH�� SURGXFWLRQ
IXQFWLRQV��7KH�FRQGLWLRQV�UHTXLUH�WKDW�WKHUH�EH�HTXDO�QXPEHUV�RI�JRRGV�DQG�IDFWRUV�
DQG� WKDW� FRXQWULHV� SURGXFH� DOO� JRRGV�� )URP� VWURQJ� DVVXPSWLRQV� IROORZ� VWURQJ
LPSOLFDWLRQV�� ,Q� SDUWLFXODU�� ZKHUH� WKHUH� DUH� QR� IDFWRU�LQWHQVLW\� UHYHUVDOV�� IUHH
LQWHUQDWLRQDO� WUDGH� OHDGV� WR� WKH� HTXDOL]DWLRQ� RI� IDFWRU� SULFHV²VHH�� IRU� H[DPSOH�
%KDJZDWL� ��������&KLSPDQ� ������� DQG�'L[LW� DQG�1RUPDQ� ��������3XW� LQ� WHUPV�RI
WZR� IDFWRUV� �VNLOOHG� DQG� XQVNLOOHG� ODERXU�� DQG� WZR� JRRGV�� WKHUH� LV� D� RQH�WR�RQH
UHODWLRQ�EHWZHHQ�WKH�UHODWLYH�JRRGV�SULFHV�DQG�WKH�VNLOOHG�XQVNLOOHG�ZDJH�UDWLR��WKH
DVVXPSWLRQ� WKDW� WKHUH� DUH� QR� IDFWRU�LQWHQVLW\� UHYHUVDOV��PHDQV� WKDW� RQH� RI� WKH� WZR
JRRGV�XVHV�VNLOOHG�ODERXU�UHODWLYHO\�LQWHQVLYHO\�DW�DOO�UHODWLYH�ZDJH�UDWHV���,I�ZH�QRZ
VXSSRVH� WKDW� RQH� RI� WKH� WZR� LQGXVWULDOL]HG� EORFV� �WKH� (=�� LPSRVHV� D� PLQLPXP
UHODWLYH�ZDJH�IRU�XQVNLOOHG�ODERXU��WKHQ�WKLV�GHWHUPLQHV�WKH�JRRGV�UHODWLYH�SULFHV�DQG
WKH�ZDJH�RI�VNLOOHG�ODERXU��,Q�WKH�DEVHQFH�RI�VSHFLDOL]DWLRQ��WKH�86�ZLOO�DGMXVW�WR�WKH
(=�GHWHUPLQHG�UHODWLYH�SULFH��7KH�8QLWHG�6WDWHV�KDV�D�IOH[LEOH�ZDJH��EXW�WKH�ZDJHV
RI�WKH�XQVNLOOHG�ULVH�WR�WKH�(XURSHDQ�OHYHO��DQG�WKRVH�RI�WKH�VNLOOHG�IDOO��DV�WKH�86
H[SDQGV�LWV�H[SRUWV�WR�WKH�(=�RI�WKH�JRRG�ZKLFK�XVHV�XQVNLOOHG�ODERXU� LQWHQVLYHO\�
7KHUH�ZLOO�EH�XQHPSOR\PHQW�RI�XQVNLOOHG�ODERXU�LQ�(=��EXW�QRW�LQ�WKH�86�

%HIRUH�TXHVWLRQLQJ�WKH�XQGHUO\LQJ�DVVXPSWLRQV��ZH�VKRXOG�QRWH�WKH�LPSOLFDWLRQV�RI
WKLV� DQDO\VLV� IRU� WKH� 7UDQVDWODQWLF� &RQVHQVXV�� ,I� WKH� FRPELQHG� 86�(=� WUDGLQJ
HFRQRP\� LV� RSHQHG� WR� WUDGH� ZLWK� WKH� 1,&�� WKHQ�� SURYLGLQJ� WKH� (=� FRQWLQXHV� WR
SURGXFH�WKH�JRRG�LQWHQVLYH�LQ�XQVNLOOHG�ODERXU��WKH�JRRGV�SULFH�UHPDLQV�XQFKDQJHG�
7KH�86� LV� XQDIIHFWHG� DQG� WKH� LPSDFW�RI� WKH� WUDGH� LV� HQWLUHO\�RQ�XQHPSOR\PHQW� LQ
(=�� ,Q� QHLWKHU� UHJLRQ� LV� ZDJH� LQHTXDOLW\� DIIHFWHG�� :H� KDYH� RQH� SDUW� RI� WKH
7UDQVDWODQWLF� &RQVHQVXV� EXW� QRW� WKH� RWKHU�� $V� SXW� E\� 'DYLV�� 
6R� ORQJ� DV� (XURSH
PDLQWDLQV�D�FRPPLWPHQW�WR�ERWK�IUHH�WUDGH�DQG�D�KLJK�ZDJH�SROLF\��$PHULFD�LV�IXOO\
LQVXODWHG� IURP� WKH� 1,&� VKRFN
� ������� ������ 7KH� IDFWRU� SULFH� HTXDOL]DWLRQ� UHVXOW
VKRXOG�QRW�EH�WDNHQ�WRR�OLWHUDOO\�� 
>LW�LV@�D�YHU\�DPELWLRXV�SURSRVLWLRQ������2QH�RXJKW
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WR�EH�VDWLVILHG�ZLWK�WKH�PRUH�SODXVLEOH�0DUVKDOOLDQ�ZD\�RI�SXWWLQJ�WKLQJV��IUHH�WUDGH
VHWV�XS�D�WHQGHQF\�WR�IDFWRU�SULFH�HTXDOL]DWLRQ
��+DKQ�������������%XW��WUDQVODWHG�WR
WKH�SUHVHQW�FRQWH[W��WKLV�PHDQV�WKDW�WKHUH�LV�D�WHQGHQF\�IRU�WKH�ORZ�SDLG�LQ�WKH�8QLWHG
6WDWHV�WR�EH�VKHOWHUHG�E\�(XURSHDQ�XQHPSOR\PHQW�

2Q� WKLV� EDVLV�� WUDGH� WKHRU\� FDQ� H[SODLQ� WKH� ZLGHQLQJ� RI� ZDJH� LQHTXDOLW\� LQ� WKH
8QLWHG�6WDWHV�RQO\�WR�WKH�H[WHQW�WKDW�WKH�FRQGLWLRQV�RI�WKH�VWDQGDUG�+HFNVFKHU�2KOLQ
PRGHO�GR�QRW�KROG��,Q�RUGHU�IRU�WKLV�WR�EH�VDWLVIDFWRULO\�WUHDWHG��ZH�QHHG�WR�PRGHO�WKH
UHDVRQV�ZK\�WKH�IDFWRU�SULFH�HTXDOL]DWLRQ�WKHRUHP�GRHV�QRW�DSSO\��2QH�UHDVRQ�LV�WKDW
WKH�(=��ZLWK�LWV�PLQLPXP�ZDJH��PD\�FHDVH�WR�SURGXFH�WKH�JRRG�LQ�ZKLFK�XQVNLOOHG
ODERXU� LV� XVHG� LQWHQVLYHO\�� LW� EHFRPHV� VSHFLDOL]HG� LQ� WKH� KLJK�WHFKQRORJ\� JRRG�
LPSRUWLQJ� WKH� RWKHU� JRRG� IURP� WKH� 86�� ZKHUH� WKH� ZDJHV� RI� WKH� XQVNLOOHG� DUH� QR
ORQJHU�WLHG�WR�WKRVH�LQ�(XURSH��,Q�WKLV�FDVH��RSHQLQJ�RI�WUDGH�ZLWK�1,&�ZLOO�GULYH�WKH
UHODWLYH�SULFH�RI� WKH�KLJK�WHFKQRORJ\�JRRG�KLJKHU��DQG�� UHDGLQJ�DFURVV� IURP�JRRGV
SULFHV�WR�IDFWRU�SULFHV��KHQFH�ZLGHQ�ZDJH�GLIIHUHQWLDOV�LQ�WKH�86��7KH�86�VLGH�RI�WKH
VWRU\�LV�QRZ�LQ�SODFH��,Q�(=�KRZHYHU��ZDJH�LQHTXDOLW\�ZLOO�ULVH��DQG�XQHPSOR\PHQW
IDOO� �DV� XQVNLOOHG� ODERXU� LV� VXEVWLWXWHG� IRU� VNLOOHG� LQ� WKH� SURGXFWLRQ� RI� WKH� KLJK
WHFKQRORJ\�JRRG���7KH�HIIHFW�ZLOO�EH� LQWHQVLILHG� LI� WKHUH�DUH�DOVR�QRQ�WUDGHG�JRRGV
DQG� VHUYLFHV� ZKLFK� XVH� XQVNLOOHG� ODERXU�� :H� ORVH� WKHUHIRUH� WKH� (=� DUP� RI� WKH
&RQVHQVXV�

,Q� EULHI�� WKH� WKHRUHWLFDO� EDVLV� IRU� WKH� &RQVHQVXV� GRHV� QRW� DSSHDU� WR� EH� D� VLPSOH
DSSOLFDWLRQ� RI� VWDQGDUG� LQWHUQDWLRQDO� WUDGH� WKHRU\� RI� WKH� +HFNVFKHU�2KOLQ� YDULHW\�
7KH�PRGHO�QHHGV�WR�EH�ULFKHU��7KLV�HQULFKPHQW�FRXOG�WDNH�WKH�IRUP�RI�PRUH�UHDOLVWLF
DVVXPSWLRQV� DERXW� WKH� WUDGLQJ� HFRQRPLHV�� VXFK� DV� LQWURGXFLQJ� LPSHUIHFW
FRPSHWLWLRQ� DQG� SURGXFW� GLIIHUHQWLDWLRQ�� RU� QRQ�WUDGHG� JRRGV�� RU� DOORZLQJ� IRU
SURGXFWLYLW\� GLIIHUHQFHV�� RU� IRU� WUDQVSRUW� FRVWV�� RU� LQFRUSRUDWLQJ� WKH� HIIHFW� RI� WKH
&RPPRQ�$JULFXOWXUDO�3ROLF\�LQ�WKH�(=��$OO�RI�WKHVH�FRXOG�ZHOO�OHDG�WR�DQ�HQKDQFHG
WUDGH� WKHRU\� ZKLFK� FDQ� H[SODLQ� WKH� REVHUYHG� FKDQJHV� LQ� WKH� 86� DQG� WKH� (=�� EXW
ZRUN�UHPDLQV�WR�EH�GRQH��$OWHUQDWLYHO\��ZH�FRXOG�ORRN�HOVHZKHUH�
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,,���$1�$/7(51$7,9(�$3352$&+�72�(;3/$,1,1*
($51,1*6�,1(48$/,7<

,Q� WKLV� VHFWLRQ� RI� WKH� OHFWXUH�� ,� ZDQW� WR� VXJJHVW� WZR� LQJUHGLHQWV� RI� DQ� DOWHUQDWLYH
DSSURDFK� WR� H[SODLQLQJ� HDUQLQJV� GLVSHUVLRQ�� 7KH� ILUVW� LV� WR� DEDQGRQ� WKH� VLPSOH
XQVNLOOHG�VNLOOHG� GLVWLQFWLRQ��$� FHQWXU\� DJR�� LW�PLJKW� KDYH� EHHQ� UHODWLYHO\� HDV\� WR
DSSO\� VXFK� D� GLFKRWRP\�� ,Q� $OGRXV� 6KLS\DUG� LQ� %ULJKWOLQJVHD�� ZKHUH� P\� VDLOLQJ
ERDW�ZDV� EXLOW� LQ� ������ WKH� VKLSZULJKWV�ZHUH� VNLOOHG� FUDIWVPHQ� DQG� WKH�PHQ�ZLWK
EURRPV� ZKR� NHSW� WKH� VOLSZD\V� IUHH� RI� PXG� ZHUH� XQVNLOOHG�� 7RGD\
V� DWWHPSWV� WR
LPSOHPHQW�WKH�GLVWLQFWLRQ�DUH�OHVV�VDWLVIDFWRU\��$V�QRWHG�E\�&RRSHU��������������WKH
SUDFWLFH�DGRSWHG�LQ�PDQ\�VWXGLHV�RI�WUHDWLQJ�DOO�SURGXFWLRQ�ZRUNHUV�DV�XQVNLOOHG�DQG
QRQ�SURGXFWLRQ� DV� VNLOOHG� VHHPV� WRR� FRDUVH�� ,Q� VRPH� FDVHV�� VNLOO� LV� HTXDWHG� ZLWK
IRUPDO� HGXFDWLRQ�� DQG� LQFUHDVHG�ZDJH� LQHTXDOLW\� LV� DVVRFLDWHG� ZLWK� WKH� LQFUHDVHG
UHWXUQ� WR� FROOHJH�HGXFDWHG�ZRUNHUV� VLQFH� WKH� ����V�� %XW� LGHQWLI\LQJ� 
VNLOOHG
� ZLWK

FROOHJH�HGXFDWHG
� VKLIWV� WKH� EDVLV� IRU� WKH� GHILQLWLRQ�� DQG� PDNHV� QR� DOORZDQFH� IRU
PLVPDWFK�EHWZHHQ�WKH�HGXFDWLRQDO�TXDOLILFDWLRQV�RI�ZRUNHUV�DQG�WKH�UHTXLUHPHQWV�RI
WKH�MRE�WKH\�KROG�

:KDW�,�ZRXOG�OLNH�WR�FRQVLGHU�LQVWHDG�LV�D�FRQWLQXXP�RI�HDUQLQJV��2QH�UHDVRQ�IRU�VR
GRLQJ�LV�HPSLULFDO��)URP�)LJXUH����LW�PD\�EH�VHHQ�WKDW�WKH�PRVW�VLJQLILFDQW�ZLGHQLQJ
LV� QRW� WKDW� DW� WKH� ERWWRP� RI� WKH� 8QLWHG� 6WDWHV� HDUQLQJV� GLVWULEXWLRQ�� ,Q� IDFW�� WKH
ERWWRP�GHFLOH��ZKHUH�WKH�XQVNLOOHG�PD\�EH�H[SHFWHG�WR�EH�IRXQG��KDV�DFWXDOO\�EHHQ
ULVLQJ�UHODWLYH�WR�WKH�PHGLDQ�LQ�WKH�8QLWHG�6WDWHV�RYHU�WKH�ODVW����\HDUV��UDWKHU�WKDQ
IDOOLQJ��%HWZHHQ������DQG������WKH�UDWLR�LQFUHDVHG�IURP�WKH����SHU�FHQW�PHQWLRQHG
HDUOLHU�EDFN�WR����SHU�FHQW��,W�LV�WUXH�WKDW�HDUQLQJV�GLVSHUVLRQ�KDV�EHHQ�ZLGHQLQJ��EXW
WKLV�LV�EHFDXVH�RI�ZKDW�LV�KDSSHQLQJ�KLJKHU�XS�WKH�VFDOH��)URP�)LJXUH����LW�PD\�EH
VHHQ�WKDW� LQ� WKH�8QLWHG�6WDWHV� WKH� WRS�GHFLOH
V�SD\� URVH�RYHU� WKH� WZR�GHFDGHV� IURP
DURXQG�����WLPHV�WKH�PHGLDQ�WR�DURXQG�������,Q�FRQWUDVW��LQ�)UDQFH�WKH�WRS�GHFLOH�GLG
QRW�JR�XS�VLJQLILFDQWO\�UHODWLYH�WR�WKH�PHGLDQ�RYHU�WKH�SHULRG�DV�D�ZKROH��2I�FRXUVH�
WKH�UDWLR�LQ�)UDQFH�ZDV�LQLWLDOO\�KLJKHU���VR�WKDW�RQH�FDQ�UHSUHVHQW�WKH�8QLWHG�6WDWHV
ZLGHQLQJ�DV�
FDWFKLQJ�XS
��EXW�LQ�WHUPV�RI�FKDQJHV�RYHU�WLPH�WKH�PDLQ�SKHQRPHQRQ
ZKLFK�QHHGV�WR�EH�H[SODLQHG�LV�WKH�URWDWLRQ�RI�WKH�ZDJH�UDQN�UHODWLRQVKLS��7KLV�WLOW�LV
LOOXVWUDWHG�IRU�WKH�8QLWHG�.LQJGRP�LQ�)LJXUH����,W� LV�QRW�MXVW�D�TXHVWLRQ�RI�WKRVH�DW
WKH�ERWWRP�ORVLQJ�RXW��WKH�GRZQZDUG�DUURZ�²LQGHHG��LQ�WKH�VHFRQG�WHQ�\HDU�SHULRG
IURP� ����� WR� ����� WKH� UDWLR� RI� WKH� ERWWRP� GHFLOH� WR� WKH� PHGLDQ� LQ� WKH� 8QLWHG
.LQJGRP�URVH�VOLJKWO\��,QFUHDVHG�ZDJH�GLVSHUVLRQ�LV�GXH�PRUH�WR�ZKDW�KDV�KDSSHQHG
LQ�WKH�XSSHU�SDUW�RI�WKH�GLVWULEXWLRQ��XSZDUG�DUURZ��

���������������������������������������������
�� 7KHUH� DUH� DOVR� LVVXHV� RI� FRPSDUDELOLW\� RI� WKH� GDWD²LQ� SDUWLFXODU� WKH� GHJUHH� WR� ZKLFK
UHPXQHUDWLRQ�LQ�NLQG�DQG�VWRFN�RSWLRQV�DUH�RPLWWHG�
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FIGURE 4
TILT IN UK EARNINGS DISTRIBUTION

Sources: 1977 earnings data for all workers whose pay was not affected by absence from Atkinson and
Micklewright (1992: Table BE1). 1998 from Department of Employment, New Earnings Survey (1998: Table
UK 9.1) for all workers whose pay was not affected by absence, paid at adult rates. The former covers Great
Britain, the latter United Kingdom.

,Q�RUGHU�WR�XQGHUVWDQG�WKLV��ZH�KDYH�WR�PRYH�WR�D�FRQWLQXXP�RI�HDUQLQJV��7KLV�LV�QRW
RI�FRXUVH�QHZ��$�FRQWLQXXP�RI�HDUQLQJV�KDV�EHHQ�VWXGLHG�LQ�ODERXU�HFRQRPLFV�DQG
LQ�SXEOLF�HFRQRPLFV��DV�LQ� WKH�RSWLPXP�LQFRPH�WD[�OLWHUDWXUH���%XW� LW�KDV�QRW�EHHQ
WUHDWHG�H[SOLFLWO\�LQ�WKH�SUHVHQW�FRQWH[W��.UXJPDQ�GUHZ�MXVW�VXFK�D�WLOW�LQ�KLV�SRSXODU
H[SRVLWLRQ���������EXW�GLG�QRW�FDUU\�LW�WKURXJK�WR�WKH�PRUH�IRUPDO�PRGHO���������,Q
RUGHU�WR�VHH�WKH�LPSOLFDWLRQV�IRU�LQWHUQDWLRQDO�WUDGH��OHW�XV�VXSSRVH�WKDW�WKHUH�DUH�WZR
JRRGV�� IRU� RQH� RI� ZKLFK� �WKH� 
KLJK�WHFKQRORJ\
� VHFWRU�� RXWSXW� LV� SURSRUWLRQDO� WR
LQGLYLGXDO� SURGXFWLYLW\�� EXW� LQ� WKH� RWKHU� �WKH� 
ORZ�WHFKQRORJ\
� VHFWRU��� DOO� ZRUNHUV
DUH�HTXDOO\�SURGXFWLYH��$YHUDJH�SURGXFWLYLW\�LQ�WKH�KLJK�WHFKQRORJ\�VHFWRU�GHSHQGV
RQ� WKH� SURSRUWLRQ� RI� WKH� ODERXU� IRUFH� HPSOR\HG�� 7KH� H[SDQVLRQ� RI� LQWHUQDWLRQDO
WUDGH��VR�WKDW�WKH�UHODWLYH�SULFH�RI�WKH�ORZ�WHFKQRORJ\�JRRG�IDOOV��PHDQV�WKDW�ZDJHV
IDOO� UHODWLYHO\� LQ� WKDW� VHFWRU�� DOWKRXJK� WKH� SURSRUWLRQ� HPSOR\HG� DOVR� IDOOV� �WKH

� �

� � � �

� � � �

� � � �

� � � �

�

� � �

� � �

� � �

� � �

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

(
D
UQ
LQ
J
V
�U
H
OD
WL
Y
H
�W
R
�P
H
D
Q
��
OR
J
D
UL
WK
P
LF
�V
F
D
OH
�

� � � �

� � � �



��

QXPEHU� RI� OHVV� IDYRXUHG� ZRUNHUV� LV� HQGRJHQRXV� LQ� WKLV� FDVH���� 7KLV� GRHV� QRW
KRZHYHU�DFFRXQW� IRU� WKH� WLOW� LQ� WKH�XSSHU�KDOI�RI� WKH�GLVWULEXWLRQ��5HDO�ZDJHV�PD\
ULVH� LQ� WKH� KLJK�WHFKQRORJ\� VHFWRU�� EXW� WKH\� ULVH� E\� WKH� VDPH� SHUFHQWDJH� IRU� WKH
PHGLDQ��DVVXPLQJ�WKH�VHFWRU�DFFRXQWV�IRU�PRUH�WKDQ�KDOI�RI�HPSOR\PHQW��DV�WKH\�GR
IRU� WKH� WRS� GHFLOH�� 7R� XQGHUVWDQG� WKH� WLOW�� ZH� KDYH�� ,� EHOLHYH�� WR� LQYHVWLJDWH� WKH
GHWHUPLQDQWV�RI�ZDJH�GLIIHUHQWLDOV�

��� 'HWHUPLQDQWV�RI�ZDJH�GLIIHUHQWLDOV

7KH�7UDQVDWODQWLF�&RQVHQVXV�FDQ�EH�GHVFULEHG�DV�D�WULXPSK�RI�
6XSSO\�DQG�'HPDQG
�
$�PDMRU�HFRQRPLF�SKHQRPHQRQ�LV�H[SODLQHG�E\�QRWKLQJ�PRUH�WKDQ�WKH�VXSSO\�DQG
GHPDQG�FXUYHV�ZKLFK�DUH� OHDUQHG�E\� D� ILUVW� \HDU� VWXGHQW��7KLV� FRQWUDVWV�PDUNHGO\
ZLWK�HDUOLHU�ZULWLQJ�RQ�ZDJH�GLIIHUHQWLDOV��ZKHUH� WKHUH�KDV�EHHQ�D�FUHDWLYH� WHQVLRQ
EHWZHHQ� PDUNHW� IRUFH� DQG� DOWHUQDWLYH� H[SODQDWLRQV� RI� ZDJH� GLIIHUHQWLDOV�� 3KHOSV
%URZQ�� IRU� LQVWDQFH�� RSHQHG� KLV� 7KH� ,QHTXDOLW\� RI� 3D\� ������� E\� FRQWUDVWLQJ� WKH

HFRQRPLVW
V
� DSSURDFK� WR� SD\� GHWHUPLQDWLRQ� ZLWK� WKDW� RI� WKH� 
VRFLRORJLVW
�� WKH
HFRQRPLVW� VHHV� SHRSOH� DV� HQJDJHG� LQ� UDWLRQDO�� LPSHUVRQDO� WUDQVDFWLRQV�� WKH
VRFLRORJLVW�VHHV�SHRSOH�LQWHUDFWLQJ�DV�PHPEHUV�RI�D�VRFLHW\�

+RZ� FDQ�ZH� PRYH� EH\RQG� D� VLPSOH� VXSSO\� DQG� GHPDQG� UHSUHVHQWDWLRQ"� 6WDUWLQJ
IURP�WKH�HFRQRPLVW
V�SRVLWLRQ��ZH�FRXOG�VXSSRVH�WKDW�VXSSO\�DQG�GHPDQG�RQO\�SODFH
OLPLWV� RQ� WKH�SRVVLEOH�ZDJH� GLIIHUHQWLDOV��ZLWK� RWKHU� IDFWRUV� VXFK� DV� EDUJDLQLQJ� RU
VRFLDO�FRQYHQWLRQ�GHWHUPLQLQJ�ZKHUH�EHWZHHQ�WKHVH�OLPLWV�ZDJHV�DFWXDOO\�OLH��6XFK
D�
UDQJH�WKHRU\
�RI�ZDJH�GLIIHUHQWLDOV�ZDV�DGYDQFHG�E\�/HVWHU��������DQG�WKH�ZD\�LQ
ZKLFK� D� UDQJH� RI� QHJRWLDWLRQ� FDQ� DULVH� KDV� EHHQ� LOOXVWUDWHG� E\� PRGHOV� RI� MRE
PDWFKLQJ��
+DYLQJ�FRPH�WRJHWKHU��WKH�ILUP�DQG�ZRUNHU�KDYH�D�MRLQW�VXUSOXV�����WKHUH
LV�D�ZDJH�WKDW�PDNHV�WKH�ZRUNHU�LQGLIIHUHQW�EHWZHHQ�WDNLQJ�WKLV�MRE�DQG�ZDLWLQJ�IRU
KLV�QH[W� MRE�RSSRUWXQLW\��7KHUH� LV� D�ZDJH� WKDW�PDNHV� WKH� ILUP� LQGLIIHUHQW�EHWZHHQ
KLULQJ� WKLV� ZRUNHU� DQG� ZDLWLQJ� IRU� WKH� QH[W� DYDLODEOH� ZRUNHU�� 7KH� EDUJDLQLQJ
SUREOHP�LV�WR�DJUHH�RQ�D�ZDJH�EHWZHHQ�WKHVH�WZR�OLPLWV
��'LDPRQG�������������

7KH�TXDVL�UHQWV�DUH�W\SLFDOO\�DVVXPHG�LQ�WKH�MRE�VHDUFK�OLWHUDWXUH�WR�EH�VKDUHG�RXW�DV
D� UHVXOW� RI� D� SURFHVV� RI� ELODWHUDO� EDUJDLQLQJ�� WKH� GLYLVLRQ� UHIOHFWLQJ� UHODWLYH
EDUJDLQLQJ� SRZHU�� 2Q� WKLV� EDVLV�� WKH� WLOW� LQ� WKH� ZDJH� GLVWULEXWLRQ� FRXOG� UHIOHFW
FKDQJHV�LQ�WKH�UHODWLYH�EDUJDLQLQJ�SRZHU�DW�GLIIHUHQW�SRLQWV�RQ�WKH�ZDJH�VFDOH��VHH�
IRU� H[DPSOH�� )RUWLQ� DQG�/HPLHX[�� �������'HFOLQH� LQ� WUDGH� XQLRQ�PHPEHUVKLS� DQG
GLPLQXWLRQ�RI�XQLRQ�SRZHU�PD\�KDYH�UHGXFHG�WKH�XQLRQ�ZDJH�SUHPLXP�LQ�WKH�ORZHU
SDUW�RI�WKH�GLVWULEXWLRQ��ZKHUHDV�LQGLYLGXDO�QHJRWLDWLRQ�KLJKHU�XS�WKH�VFDOH�PD\�KDYH
DOORZHG�WKH�EHWWHU�SDLG�WR�FDSWXUH�PRUH�RI�WKH�JDLQV�IURP�SURGXFWLYLW\�LQFUHDVHV��2U�
ZKHUH�ZDJH�GLVSHUVLRQ�LV�QHJDWLYHO\�FRUUHODWHG�ZLWK�WKH�GHJUHH�RI�FHQWUDOL]DWLRQ�RI

���������������������������������������������
�� $V�D�UHVXOW��WKH�PHDQ�HDUQLQJV�PD\�IDOO�LQ�WKH�KLJK�WHFKQRORJ\�VHFWRU��DV�ZHOO��7KLV�DVSHFW�RI�WKH

5R\�PRGHO
�RI� VHOI�VHOHFWLRQ�E\�ZRUNHUV�� DSSOLHG� WR� LQWHUQDWLRQDO� WUDGH�� LV�QRWHG� LQ� WKH�VXUYH\�RI
DVVLJQPHQW�PRGHOV�E\�6DWWLQJHU��������
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ZDJH�EDUJDLQLQJ��5RZWKRUQ���������LQFUHDVHG�GLVSHUVLRQ�PD\�EH�GXH�WR�D�GHFOLQH�LQ
FHQWUDOL]HG�EDUJDLQLQJ�

:KHUH�WKHUH�LV�D�GHJUHH�RI�LQGHWHUPLQDF\�RI�WKH�PDUNHW�HTXLOLEULXP��SD\�QRUPV�PD\
SOD\� D� UROH�� ,QWURGXFWLRQ� RI� D� QRWLRQ� RI� IDLUQHVV� RU� HTXLW\� SURYLGHV� D� URXWH� WR
UHPRYLQJ� WKH� LQGHWHUPLQDF\� ZKHUH� 
LQGLYLGXDO� LQFHQWLYHV� DUH� QRW� E\� WKHPVHOYHV
JHQHUDOO\�VXIILFLHQW�WR�GHWHUPLQH�D�XQLTXH�HTXLOLEULXP
��0DF/HRG�DQG�0DOFRPVRQ�
�����������

,Q� WKLV� FRQWH[W�� REVHUYDQFH� RI� VRFLDO� QRUPV� PD\� EH� FRQVLVWHQW� ZLWK� LQGLYLGXDO
UDWLRQDOLW\� DQG� LQGHHG� LQVWUXPHQWDO� LQ� DFKLHYLQJ� HIILFLHQW� RXWFRPHV�� :KHUH
FRQWUDFWV�DUH�QRW�OHJDOO\�HQIRUFHDEOH��WKHQ�JHQHUDO�DFFHSWDQFH�RI�D�FRQYHQWLRQ�PD\
DOORZ�ILUPV�RU�ZRUNHUV�WR�PDNH�LQYHVWPHQWV�ZKLFK�ZRXOG�QRW�EH�SURILWDEOH�LI�WKHUH
ZHUH� D� ULVN� WKDW� WKH� DJUHHPHQW� ZRXOG� ODWHU� EH� UHQHJRWLDWHG� LQ� EUHDFK� RI� WKH
FRQYHQWLRQ��7KLV� YLHZ�RI� VRFLDO� QRUPV� DWWULEXWHV� QR�ZHLJKW� WR� DQ\� LQWULQVLF� YDOXH
DWWDFKHG� WR� UHVSHFWLQJ� WKH� FRQYHQWLRQ�� 
$� FHQWUDO� DVVXPSWLRQ� RI� WKH� VWUDWHJLF
LQWHUSUHWDWLRQ�RI�FXVWRP�LV�WKDW�WKH�UXOHV�VHOHFWHG�DV�FRRUGLQDWLRQ�GHYLFHV�DUH�XVHG�LQ
D�SXUHO\�LQVWUXPHQWDO�PDQQHU��$OO�SKHQRPHQD�RI�UXOH�REHGLHQFH��FRPPLWPHQW��HWF��
DUH�DVVXPHG�WR�EH�RI�RQO\�VHFRQGDU\�LPSRUWDQFH
��6FKOLFKW�������������

,Q� WKLV� UHJDUG�� HFRQRPLVWV�FDQ� OHDUQ� IURP�VRFLRORJ\� DQG�DQWKURSRORJ\�� DV� VWUHVVHG
E\�$NHUORI���������ZKR�GHVFULEHV�D�PRGHO�ZKHUH�LQGLYLGXDO�XWLOLW\�GHSHQGV�QRW�RQO\
RQ�LQFRPH�EXW�DOVR�RQ�UHSXWDWLRQ�ZKLFK�LV�EDVHG�RQ�FRQIRUPLW\�ZLWK�WKH�VRFLDO�FRGH�
7KH�ORVV�RI�UHSXWDWLRQ�LI�RQH�GHSDUWV�IURP�WKH�VRFLDO�FRGH�GHSHQGV�RQ�WKH�SURSRUWLRQ
ZKR� EHOLHYH� LQ� WKH� FRGH�� ZKLFK� LV� XQGHUPLQHG� LI� SHRSOH� FHDVH� WR� REVHUYH� LW�� +H
VKRZV�WKDW�WKHUH�PD\�EH�D�ORQJ�UXQ�HTXLOLEULXP�ZLWK�WKH�SHUVLVWHQFH�RI�D�
IDLU
��UDWKHU
WKDQ�PDUNHW�FOHDULQJ��ZDJH�DQG�LQYROXQWDU\�XQHPSOR\PHQW�

��� 7KH�UHSXWDWLRQDO�DSSURDFK

7KLV� UHSXWDWLRQDO� DSSURDFK� FDQ� EH� DSSOLHG� WR� WKH� UHODWLRQ� EHWZHHQ� ZDJHV� DQG
SURGXFWLYLW\��6XSSRVH�WKDW�WKHUH�LV�D�VRFLDO�FRGH��RU�SD\�QRUP��WKDW�OLPLWV�WKH�H[WHQW
WR�ZKLFK� LQGLYLGXDO� HDUQLQJV� LQFUHDVH�ZLWK� HDUQLQJV� SRWHQWLDO��:KHUH� WKLV� FRGH� LV
IROORZHG�� SHRSOH� DUH� SDLG� D� IUDFWLRQ� RI� WKHLU� SURGXFWLYLW\� SOXV� D� XQLIRUP� DPRXQW�
6XFK�D�SROLF\�LQYROYHV�D�GHJUHH�RI�UHGLVWULEXWLRQ�DQG�ORZ�SURGXFWLYLW\�ZRUNHUV�FDQ
EH�H[SHFWHG�WR�VXEVFULEH�WR�WKH�SD\�QRUP��%XW�RWKHU�ZRUNHUV�ZLOO�DOVR�DFFHSW�LW��HYHQ
ZKHUH�WKH\�FRXOG�EH�SDLG�PRUH�LI�WKH\�EURNH�WKH�QRUP��VLQFH²LI�WKH\�EHOLHYH�LQ�WKH
QRUP²E\�EUHDNLQJ�LW�WKH\�ZRXOG�VXIIHU�D�ORVV�RI�UHSXWDWLRQ���7KH�H[WHQW�RI�WKH�ORVV
ULVHV�ZLWK�WKH�SURSRUWLRQ�RI�WKH�SRSXODWLRQ�ZKR�DW�WKDW�WLPH�EHOLHYH�LQ�WKH�QRUP��D
SURSRUWLRQ� ZKLFK� LV� DVVXPHG� WR� DGMXVW� RYHU� WLPH� LQ� D� ZD\� GHVFULEHG� EHORZ�

���������������������������������������������
� 7KH\�PD\�DOVR�DFFHSW�ZDJH�FRPSUHVVLRQ�DV�D� IRUP�RI� LQVXUDQFH�DJDLQVW�ZDJH�ULVN��JLYHQ� WKDW
WKLV� FDQQRW� EH� VHFXUHG� WKURXJK� SULYDWH� LQVXUDQFH�� $JHOO� DQG� /RPPHUXG� ������� H[DPLQH� WKH
DUJXPHQWV�ZK\�XQLRQV�PD\�RQ�WKLV�JURXQG�DGRSW�VWURQJO\�HJDOLWDULDQ�ZDJH�SROLFLHV��VHH�DOVR�$JHOO�
������
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(PSOR\HUV�DUH�DOVR�FRQFHUQHG�ZLWK� WKHLU� UHSXWDWLRQV��:KHQ� WKH\�FUHDWH�D� MRE�� LW� LV
GHWHUPLQHG� LQ� DGYDQFH�ZKHWKHU� RU� QRW� LW� LV� SDLG� DFFRUGLQJ� WR� WKH� SD\� QRUP�� 7KH
SURILWDELOLW\�RI�WKH�MRE�GHSHQGV�QRW�RQO\�RQ�WKH�SD\�EXW�DOVR�RQ�WKH�DFFHSWDQFH�RI�WKH
MRE� E\� WKH� ZRUNHU� ZLWK� ZKLFK� LW� LV� PDWFKHG�� 0DWFKLQJ� LV� DVVXPHG� WR� IROORZ� D
UDQGRP� SURFHVV�� EXW� LV� RQO\� VXFFHVVIXO� ZKHUH� HPSOR\HU� DQG� ZRUNHU� HLWKHU� ERWK
REVHUYH� WKH� FRGH� RU� ERWK� GR� QRW��� (PSOR\HUV� GHWHUPLQH� WKHLU� SD\� SROLF\� �L�H��
ZKHWKHU� RU� QRW� WR� REVHUYH� WKH� VRFLDO� FRGH�� RQ� WKH� EDVLV� RI� FRPSDULQJ� H[SHFWHG
SURILWDELOLW\��ZKLFK�GHSHQGV�RQ�WKH�SURSRUWLRQ��DQG�FKDUDFWHULVWLFV��RI�ZRUNHUV�ZKR
DFFHSW�GLIIHUHQW�SD\�RIIHUV���7KH�H[SHFWHG�SURILWDELOLW\�RI�EUHDNLQJ� WKH�VRFLDO�FRGH
KDV�WR�H[FHHG�WKH�FRQVHTXHQWLDO�ORVV�RI�UHSXWDWLRQ��ZKLFK�LV�DVVXPHG�WR�YDU\�DFURVV
HPSOR\HUV��VR�WKDW�VRPH�HPSOR\HUV�PD\�REVHUYH�WKH�FRGH�ZKLOH�RWKHUV�GHSDUW�IURP
LW��7KHUH�ZLOO�WKHUHIRUH�EH�D�SURSRUWLRQ�RI�MREV�ZKLFK�DFFRUG�ZLWK�WKH�SD\�QRUP��,I
WKH�SURSRUWLRQ�RI�WKH�SRSXODWLRQ�ZKR�EHOLHYH�LQ�WKH�SD\�QRUP�LV�OHVV��JUHDWHU��WKDQ
WKLV��WKHQ�WKH�H[WHQW�RI�EHOLHI�JURZV��IDOOV��

7KHUH� LV� WKHUHIRUH� D� G\QDPLF� SURFHVV� RI� DGMXVWPHQW�� $V� $NHUORI� KDV� VKRZQ�� WKH
SURFHVV� LV� OLNHO\� WR�EH�RI� WKH� 
WLSSLQJ
�NLQG� LGHQWLILHG�E\�6FKHOOLQJ� �������� ,QWHULRU
HTXLOLEULD� IRU� WKH� SURSRUWLRQ� EHOLHYLQJ� LQ� WKH� VRFLDO� FRGH� PD\� EH� XQVWDEOH�� DQG�
GHSHQGLQJ� RQ� WKH� LQLWLDO� FRQGLWLRQV�� D� VRFLHW\� FRQYHUJHV� WR� D� KLJK� OHYHO� RI
FRQIRUPLW\�ZLWK�WKH�VRFLDO�FRGH��RU�WR�WKH�YLUWXDO�DEVHQFH�RI�FRQIRUPLW\��,Q�WKLV�NLQG
RI� VLWXDWLRQ�� DQ� H[RJHQRXV� VKRFN� PD\� VKLIW� WKH� NH\� UHODWLRQVKLS� DQG� VZLWFK� WKH
VRFLHW\�IURP�DQ�HTXLOLEULXP�ZLWK�FRQIRUPLW\�WR�WKH�SD\�QRUP��DQG�KHQFH�UHODWLYHO\
ORZ�ZDJH� GLIIHUHQWLDOV�� WR� DQ� HTXLOLEULXP�ZKHUH� HYHU\RQH� LV� SDLG� RQ� WKH� EDVLV� RI
WKHLU� SURGXFWLYLW\�� 6XFK� DQ� H[RJHQRXV� VKRFN� PD\� KDYH� EHHQ� D� IDOO� LQ� WKH� ZHLJKW
DWWDFKHG�E\�HPSOR\HUV�WR�UHSXWDWLRQ��2U��UHIOHFWLQJ�FKDQJHV�LQ�WKH�FDSLWDO�PDUNHW��LW
PD\�EH�WKDW�JUHDWHU�ZHLJKW�LV�DWWDFKHG�WR�VKRUW�UXQ�SURILWV��$V�D�UHVXOW��WKHUH�DUH��DV
LW�KDV�EHHQ�SXW�E\�6XPPHUV��
PDUNHW�IRUFHV�WKDW�KDYH�WHQGHG�WR�SD\�HYHU\RQH�PRUH
OLNH�VDOHVSHUVRQV²RQ�WKH�EDVLV�RI�ZKDW�WKH\�SURGXFH
�������������

:H�PD\�WKHUHIRUH�REVHUYH�D�GLVFUHWH�FKDQJH�LQ�WKH�ZDJH�GLVWULEXWLRQ��DQ�HSLVRGH�RI
LQFUHDVLQJ� GLVSHUVLRQ� �QRW� D� FRQWLQXLQJ� WUHQG��� 6XFK� SHULRGV� RI� UDSLG� FKDQJH� LQ
GLIIHUHQWLDOV�KDYH�EHHQ�QRWHG� DW� HDUOLHU� WLPHV�� ,Q�KLV� DFFRXQW�RI�ZDJH�GLIIHUHQWLDOV
PRYLQJ�LQ�WKH�RSSRVLWH�GLUHFWLRQ��5HGHU�VWDWHV�WKDW��
7KH�ORQJ�UXQ�GHFOLQH�LQ�WKH�VNLOO
PDUJLQ�LQ�DGYDQFHG�FRXQWULHV�KDV�QRW�RFFXUUHG�VORZO\�DQG�VWHDGLO\��,QVWHDG��WKH�VNLOO
PDUJLQ� DSSHDUV� WR�KDYH� UHPDLQHG� FRQVWDQW� IRU� UHODWLYHO\� ORQJ� SHULRGV� RI� WLPH� DQG
WKHQ�WR�KDYH�GHFOLQHG�VKDUSO\�ZLWKLQ�D�YHU\�IHZ�\HDUV
�������������

���������������������������������������������
� ,W�PLJKW�EH�WKH�FDVH�WKDW�D�ZRUNHU�ZRXOG�SUHIHU�D�MRE�SD\LQJ�DFFRUGLQJ�WR�WKH�QRUP�EXW�WKDW�WKH
ORVV�RI�UHSXWDWLRQ�IURP�EUHDNLQJ�WKH�FRGH�ZDV�OHVV�WKDQ�WKH�ORVV�IURP�XQHPSOR\PHQW��+RZHYHU��LW�LV
DVVXPHG�WKDW�HPSOR\HUV�GR�QRW�HQJDJH�ZRUNHUV�ZKR�WDNH�D�GLIIHUHQW�YLHZ�RI�WKH�VRFLDO�FRGH�RQ�WKH
JURXQGV�WKDW�WKH\�ZLOO�ODFN�PRWLYDWLRQ�
� ,Q� WKH�PRGHO�FRQVLGHUHG��GLIIHUHQFHV� LQ�SURGXFWLYLW\� OHDG� WR�GLIIHUHQFHV� LQ�ZDJHV� �HYHQ� LI� QRW
SURSRUWLRQDWHO\��� 7KH� FDVH�ZKHUH� ILUPV� KDYH� D� FRPSDQ\�ZDJH� SROLF\�� SD\LQJ� D� UDWH� IRU� WKH� MRE�
XQUHODWHG�WR�SURGXFWLYLW\��LV�DQDO\VHG�E\�0DQQLQJ��������
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2QH� URXWH� E\� ZKLFK� VKLIWV� LQ� SD\� QRUPV� PD\� EH� EURXJKW� DERXW� LV� JRYHUQPHQW
LQFRPHV�SROLF\��,Q� WKH�8QLWHG�.LQJGRP�� LW� LV�ZRUWK� UHPHPEHULQJ� WKDW� LQ������ WKH
&RQVHUYDWLYH� *RYHUQPHQW
V� 6WDJH� 7ZR� ,QFRPHV� 3ROLF\� VHW� D� JURXS� SD\� OLPLW� RI
*%��� SOXV� �� SHU� FHQW�� ZLWK� DQ� LQGLYLGXDO� PD[LPXP� LQFUHDVH� RI� *%����� D� \HDU�
$OWKRXJK� QRZ� GLVWDQW� KLVWRU\�� /DERXU
V� $WWDFN� RQ� ,QIODWLRQ� LQ� ����� UHVWULFWHG
LQFUHDVHV�WR�*%���D�ZHHN��ZLWK�QR�LQFUHDVH�IRU�WKRVH�HDUQLQJ�PRUH�WKDQ�*%������
D� \HDU�� 7KH� ZDJH� QRUP� PD\�� DOWHUQDWLYHO\�� EH� HQIRUFHG� WKURXJK� WKH� SURFHVV� RI
FROOHFWLYH� EDUJDLQLQJ�� ,Q� 1RUZD\�� DFFRUGLQJ� WR� .DKQ� �������� WKH� DJUHHPHQW
QHJRWLDWHG�EHWZHHQ�WKH�/2��WUDGH�XQLRQ�IHGHUDWLRQ��DQG�WKH�HPSOR\HUV�RUJDQL]DWLRQ
�1+2��DOORZHG�LQ������IRU�D�XQLIRUP���NURQRU�SHU�KRXU�LQFUHDVH��ZLWK�D���NURQRU
VXSSOHPHQW�LQ�H[SRUW�LQGXVWULHV���DQG�WKH������FRQWUDFW�DOORZHG�IRU�D�ODUJHU�DEVROXWH
LQFUHDVH� IRU� WKH� ORZ�SDLG�� �(YLGHQFH� DERXW� WKH� UROH� RI� IDLUQHVV� LQ� FROOHFWLYH
EDUJDLQLQJ�DW�WKH�PLFUR�OHYHO�LQ�1RUZD\�LV�SURYLGHG�E\�6WU¡P���������

7KH� SD\� QRUP�PRGHO�� LQ� DGGLWLRQ� WR� KHOSLQJ� H[SODLQ� HSLVRGHV� RI� ULVLQJ� RU� IDOOLQJ
ZDJH� GLVSHUVLRQ�� FDQ� DOVR� EH� XVHG� WR� H[SODLQ� GLIIHUHQFHV� DFURVV� FRXQWULHV�� 7KH
VXSSRUW� IRU� SD\� QRUPV� GHSHQGV�� IRU� LQVWDQFH�� RQ� WKH� H[WHQW� RI� GLIIHUHQFHV� LQ
XQGHUO\LQJ� SURGXFWLYLW\�� :KHUH� SHRSOH� DUH� UHODWLYHO\� KRPRJHQHRXV�� WKHQ� WKHUH� LV
PRUH� OLNHO\� WR�EH�DGKHUHQFH� WR�DQ�HJDOLWDULDQ�SD\�QRUP�� VR� WKDW� WKH� WZR�HOHPHQWV�
RQH�H[RJHQRXV��SURGXFWLYLW\�GLIIHUHQFHV��DQG�RQH�HQGRJHQRXV��GHJUHH�RI�DGKHUHQFH
WR�WKH�FRGH��FRPELQH�WR�H[SODLQ�VPDOOHU�ZDJH�GLVSHUVLRQ��0RUHRYHU��WKH�VKLIWLQJ�SD\
QRUP� H[SODQDWLRQ� FDQ� EH� LQWURGXFHG� LQWR� WKH�PRGHO� RI� WUDGH�ZLWK� D� FRQWLQXXP� RI
DELOLWLHV��$�VKLIW�IURP�D�UHGLVWULEXWLYH�SD\�QRUP�WR�D�SD\PHQW�VWULFWO\�RQ�WKH�EDVLV�RI
SURGXFWLYLW\�FDQ�KDYH�WKH�HIIHFW�RI�UHGXFLQJ�WKH�VXSSO\�RI�WKH�KLJK�WHFKQRORJ\�JRRG
DW�DQ\�UHODWLYH�SULFH��7KLV�DULVHV�EHFDXVH�WKH�FRQGLWLRQ�IRU�HTXLOLEULXP�LQ�WKH�ODERXU
PDUNHW�LV�EDVHG�RQ�WKH�PDUJLQDO�ZRUNHU��ZKR�FHDVHV�WR�JDLQ�IURP�WKH�UHGLVWULEXWLYH
SD\�QRUP��3D\LQJ�ZDJHV�SXUHO\�RQ�SURGXFWLYLW\�EHQHILWV�WKRVH�KLJKHU�XS�WKH�VFDOH�
7KHUH�LV�D�VKLIW�LQ�WKH�RIIHU�FXUYH��,I�WKHUH�LV�D�EORF�RI�FRXQWULHV��VD\�WKH�(=��ZKHUH
QR�VXFK�VKLIW�LQ�WKH�SD\�QRUP�KDV�KDSSHQHG��WKHQ�WKH\�ZLOO�VHH�DQ�LQFUHDVHG�GHPDQG
IRU� WKHLU� H[SRUWV��7KLV�FOHDUO\�QRW� WKH�ZKROH� VWRU\�� EXW²MXVW� DV� LQWHUQDWLRQDO� WUDGH
WKHRU\�KDV�EHJXQ�WR�LQFRUSRUDWH�FRQVLGHUDWLRQV�RI�HIILFLHQF\�ZDJHV ��²D�PRGHO�ZLWK
D�ULFKHU�WUHDWPHQW�RI�WKH�ODERXU�PDUNHW�VHHPV�ZHOO�ZRUWK�H[SORULQJ�

7KH�YLHZ�RI�ULVLQJ�ZDJH�GLVSHUVLRQ�DGYDQFHG�KHUH�LV�FHUWDLQO\�QRW�WKH�RQO\�ZD\�RI
H[SODLQLQJ�ZKDW�KDV�KDSSHQHG� LQ� WKH�XSSHU�SDUW�RI� WKH�HDUQLQJV�GLVWULEXWLRQ� LQ� WKH
8QLWHG� 6WDWHV� DQG� WKH� 8QLWHG� .LQJGRP�� $W� WKH� YHU\� WRS�� SDUWLFXODUO\� ZKHQ� RQH
LQWURGXFHV�WKH�YDOXH�RI�VWRFN�RSWLRQV��WKH�
VXSHUVWDU�WKHRU\
�RI�5RVHQ��������DSSHDUV
WR�KDYH�FRQVLGHUDEOH�UHOHYDQFH��%XW� WKH�UHSXWDWLRQDO�DSSURDFK�WR�SD\�QRUPV�VHHPV
ZHOO�ZRUWK�H[SORULQJ�IXUWKHU��DQG�LW�KDV�D�QXPEHU�RI�LPSOLFDWLRQV�IRU�SROLF\��,Q�SDUW�
WKH� ZLGHO\� DGYRFDWHG� SROLFLHV� RI� VNLOOV� DFTXLVLWLRQ� UHPDLQ� YDOLG�� DOWKRXJK� WKH
PHFKDQLVP� E\� ZKLFK� WKH\� RSHUDWH� LV� UDWKHU� GLIIHUHQW�� 7KH� VXSSRUW� IRU� D
UHGLVWULEXWLYH�SD\�QRUP�GHSHQGV�RQ�WKH�H[WHQW�RI�GLVSHUVLRQ�RI�SURGXFWLYH�DELOLWLHV�
(QVXULQJ� UHODWLYHO\� KRPRJHQHRXV� VNLOOV� LQ� WKH� SRSXODWLRQ� PD\� HQVXUH� FRQWLQXHG
���������������������������������������������
��� $�GLIIHUHQW�PRGHO�RI�IDLU�ZDJHV�LQ�DQ�RSHQ�HFRQRP\�LV�SURYLGHG�E\�$JHOO�DQG�/XQGERUJ��������
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VXSSRUW�IRU�D�UHGLVWULEXWLYH�SD\�QRUP��,Q�SDUW��WKH�SROLF\�LPSOLFDWLRQV�DUH�GLIIHUHQW�
7KH� UROH�RI�SXEOLF� VHFWRU�SD\� SROLF\� LV� DQ� H[DPSOH��7KH� DGRSWLRQ� RI� SHUIRUPDQFH
UHODWHG�SD\�LQ�WKH�SXEOLF�VHFWRU�FDQ�EH�H[SHFWHG�WR�LQIOXHQFH�SD\�QRUPV�HOVHZKHUH�
6XFK�D�VKLIW� LQ�WKH�SXEOLF�VHFWRU�PD\�FDXVH�D�GLVFUHWH�FKDQJH�LQ� WKH�HFRQRP\�DV�D
ZKROH�
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,,,���&$1�5(',675,%87,21�2))6(7�0$5.(7�,1(48$/,7<"

7R� WKLV� MXQFWXUH�� ,� KDYH� EHHQ� FRQVLGHULQJ� ZKDW� SHRSOH� UHFHLYH� DV� ZDJHV� LQ� WKH
PDUNHW� SODFH�� %XW� PDUNHW� LQFRPHV� DUH� VLJQLILFDQWO\� PRGLILHG� E\� LQFRPH� WD[DWLRQ
DQG�E\�VRFLDO�WUDQVIHUV�ILQDQFHG�RXW�RI�WKH�JRYHUQPHQW�EXGJHW�� ,Q� WKH� WKLUG�SDUW�RI
WKH�OHFWXUH��,�H[DPLQH�KRZ�IDU�ILVFDO� UHGLVWULEXWLRQ�RIIVHWV�DQ\� ULVH� LQ� LQHTXDOLW\� LQ
PDUNHW�LQFRPHV�

��� $FWXDO�UHGLVWULEXWLYH�H[SHULHQFH

,Q�)LJXUH���DUH�DVVHPEOHG�HVWLPDWHV�RI�WKH�RYHUDOO�GHJUHH�RI�LQHTXDOLW\��PHDVXUHG�E\
WKH�*LQL�FRHIILFLHQW��EHIRUH�DQG�DIWHU�UHGLVWULEXWLRQ�IRU�WKUHH�2(&'�FRXQWULHV��7KH
VHOHFWLRQ� RI� FRXQWULHV� LV� GHWHUPLQHG� E\� WKH� DYDLODELOLW\� LQ� HDFK� FRXQWU\� RI� D� ORQJ
WLPH�VHULHV� RI� RIILFLDO� HVWLPDWHV� RI� WKH� UHGLVWULEXWLYH� LPSDFW� RI� WKH� JRYHUQPHQW
EXGJHW����EXW�WKH\�KDYH�LQ�FRPPRQ�D�ULVH�RYHU�WKH�WZR�GHFDGHV�LQ�WKH�LQHTXDOLW\�RI
PDUNHW� LQFRPHV�� VKRZQ� E\� WKH� GDVKHG� OLQHV� LQ� )LJXUH� ��� ,Q� &DQDGD� WKH� *LQL
FRHIILFLHQW�IRU�PDUNHW�LQFRPH�LQFUHDVHG�E\�VRPH���SHUFHQWDJH�SRLQWV��LQ�WKH�8QLWHG
.LQJGRP�E\�DURXQG���SRLQWV��DQG�LQ�)LQODQG��IURP�������E\�PRUH�WKDQ����SRLQWV�

7KHUH�LV�DJDLQ�GLYHUVLW\�RI�H[SHULHQFH�ERWK�DFURVV�FRXQWULHV�DQG�DFURVV�WLPH��+HUH�,
IRFXV� RQ� WKH� GLIIHUHQFH� EHWZHHQ� WKH� PDUNHW� DQG� GLVSRVDEOH� LQFRPH� VHULHV�� ,Q� WKH
FDVH�RI�WKH�8QLWHG�.LQJGRP��LQHTXDOLW\�RI�PDUNHW�LQFRPH�LQFUHDVHG�RYHU�WKH�SHULRG
DV�D�ZKROH��EXW�WKH�*LQL�FRHIILFLHQW�IRU�GLVSRVDEOH�LQFRPH�VKRZHG�VFDUFHO\�DQ\�ULVH
RYHU� WKH� ILUVW� SDUW� RI� WKH� SHULRG�� )URP� ����� WR� ������ WKH� UHGLVWULEXWLYH� LPSDFW� RI
FDVK�WUDQVIHUV�DQG�WD[DWLRQ�LQFUHDVHG�E\�HQRXJK�WR�RIIVHW�WKH�PRUH�XQHTXDO�PDUNHW
LQFRPHV��WKH�*LQL�FRHIILFLHQW�IRU�PDUNHW�LQFRPH�URVH�E\���SHUFHQWDJH�SRLQWV�EXW�WKDW
IRU�GLVSRVDEOH�LQFRPH�E\�RQO\���SRLQW��$IWHU�������KRZHYHU��WKH�VWRU\�LQ�WKH�8QLWHG
.LQJGRP� LV� TXLWH� GLIIHUHQW�� UHIOHFWLQJ� D� PDMRU� UHGXFWLRQ� LQ� WKH� SURJUHVVLYLW\� RI
LQFRPH� WD[DWLRQ�DQG�FXWEDFNV� LQ�EHQHILW� OHYHOV�DQG�FRYHUDJH�� ,QHTXDOLW\� LQ�PDUNHW
LQFRPH�FRQWLQXHG�WR�ULVH��EXW�EHWZHHQ������DQG������WKH�*LQL�FRHIILFLHQW�IRU�SRVW�
WD[�LQFRPH�LQFUHDVHG�PXFK�PRUH�VKDUSO\��PDUNHG�E\�WKH�XSZDUG�DUURZ�LQ�)LJXUH����
0HDVXUHG�LQ�WHUPV�RI�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�FRHIILFLHQWV��WKH�UHGLVWULEXWLYH
FRQWULEXWLRQ� RI� WUDQVIHUV� DQG� WD[HV� IHOO� IURP� ��� SHUFHQWDJH� SRLQWV� �WKH� GLIIHUHQFH
EHWZHHQ� WKH� WZR�*LQL� FRHIILFLHQWV� LQ� ������ WR� ��� SHUFHQWDJH� SRLQWV� LQ� ������ 7KH
UHGXFWLRQ� LQ� UHGLVWULEXWLYH� LPSDFW� ZDV� DWWULEXWDEOH� WR� D� VPDOOHU� LPSDFW� RI� FDVK
WUDQVIHUV� �PLQXV� �� SHUFHQWDJH� SRLQWV��� OHVV� SURJUHVVLYH� GLUHFW� WD[HV� �PLQXV� �
SHUFHQWDJH�SRLQW��DQG�PRUH�UHJUHVVLYH�LQGLUHFW�WD[HV��PLQXV���SHUFHQWDJH�SRLQWV��

7KH� 8QLWHG� .LQJGRP� H[SHULHQFH� PD\� EH� FRQWUDVWHG� ZLWK� WKDW� RI� &DQDGD�� 7KH
FRYHUDJH� RI� WKH� &DQDGLDQ� GDWD� LV� GLIIHUHQW�� LQ� WKDW� GLVSRVDEOH� LQFRPH� UHIHUV� WR
���������������������������������������������
��� (YLGHQFH�IURP�DFDGHPLF� VWXGLHV�H[LVWV� IRU�RWKHU�2(&'�FRXQWULHV�� IRU� H[DPSOH�� IRU�*HUPDQ\�
VHH�%HFNHU�DQG�+DXVHU��������DQG�+DXVHU��������
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LQFRPH�DIWHU�GLUHFW�WD[HV�EXW�EHIRUH�LQGLUHFW�WD[HV��7KLV�PD\�DIIHFW�WKH�FRPSDULVRQ
QRW� RQO\� RI� OHYHOV� EXW� DOVR� RI� WUHQGV�� +RZHYHU�� WKH� GLIIHUHQFH� LQ� WUHQGV� IURP� WKH
8QLWHG�.LQJGRP� LV� VR� VWULNLQJ� WKDW� WKLV� FDQQRW�EH�H[SODLQHG� VROHO\�E\�GHILQLWLRQV�
2YHU�WKH�SHULRG���������DV�D�ZKROH��WKH�*LQL�FRHIILFLHQW�IRU�PDUNHW�LQFRPH�URVH�E\
VRPH� �� SHUFHQWDJH� SRLQWV�� ZKHUHDV� WKDW� IRU� GLVSRVDEOH� LQFRPH� LQ� ����� ZDV� QRW
VLJQLILFDQWO\�KLJKHU�WKDQ����\HDUV�HDUOLHU��7KH�SLFWXUH�IRU�)LQODQG�LQ�WKH�����V�DQG
����V�FRQWDLQV�HOHPHQWV�RI�VLPLODULW\�ZLWK�ERWK�&DQDGD�DQG� WKH�8QLWHG�.LQJGRP�
7KH�
&DQDGLDQ
�SHULRG�ZDV�WKDW�XS�WR�������)URP������WR������WKH�*LQL�FRHIILFLHQW
IRU�PDUNHW�LQFRPH�LQ�)LQODQG�URVH�E\�WHQ�SHUFHQWDJH�SRLQWV��SDUWLFXODUO\�SRVW�����
ZLWK� WKH� HFRQRPLF� GLIILFXOWLHV� IDFHG� DW� WKDW� WLPH��7KLV�ZDV� KRZHYHU� RIIVHW� E\� WKH
JRYHUQPHQW� EXGJHW� WR� WKH� H[WHQW� WKDW� LQHTXDOLW\� LQ� GLVSRVDEOH� LQFRPH� GLG� QRW
LQFUHDVH��$V�LV�EURXJKW�RXW�E\�8XVLWDOR���������WKH�PDLQ�FRQWULEXWRUV�ZHUH�WUDQVIHU
SD\PHQWV�� WKH� UHGLVWULEXWLYH� LPSDFW� RI� WD[DWLRQ� GLG� QRW� LQFUHDVH� LQ� OLQH� ZLWK� WKH
LQHTXDOLW\�RI�PDUNHW�LQFRPH��DQG�DFWXDOO\�IHOO�DIWHU�������6LQFH�������KRZHYHU��WKH
SLFWXUH� LQ� )LQODQG� KDV� FKDQJHG� DV� D� UHVXOW� RI� SROLF\� PHDVXUHV� FXWWLQJ� WKH
UHGLVWULEXWLYH�LPSDFW�RI�WUDQVIHUV��ZKLFK�KDYH�OHG�LQHTXDOLW\�RI�GLVSRVDEOH�LQFRPH�WR
ULVH�PRUH�WKDQ�WKDW�RI�PDUNHW�LQFRPH�

7KH�ILUVW�FRQFOXVLRQ�,�GUDZ�LV�WKDW�LQ�DOO�WKUHH�FRXQWULHV�WKHUH�KDYH�EHHQ�VXEVWDQWLDO
SHULRGV� RI� WLPH� ZKHQ� WKH� JRYHUQPHQW� KDV� VXFFHHGHG� WKURXJK� ILVFDO� SROLF\� LQ
RIIVHWWLQJ�ULVLQJ�LQHTXDOLW\�RI�PDUNHW�LQFRPHV��7KH�VDPH�KDV�EHHQ�REVHUYHG�LQ�RWKHU
FRXQWULHV�� ,Q� WKH� FDVH� RI� )UDQFH�� 3LNHWW\� KDV� VXPPDUL]HG� WKH� ILQGLQJV� RI
%RXUJXLJQRQ�DQG�0DUWLQH]��������DV�VKRZLQJ�WKDW��IURP������WR������� 
LQHTXDOLW\
RI� SULPDU\� LQFRPHV� DPRQJ� ZRUNLQJ�DJH� KRXVHKROGV� KDV� JURZQ� VXEVWDQWLDOO\� LQ
)UDQFH�VLQFH�WKH�ODWH�����V��>7KH�ULVH�LQ�VRFLDO�WUDQVIHUV@�LV�HQWLUHO\�UHVSRQVLEOH�IRU
WKH�UHODWLYH�VWDELOLW\�RI�WKH�GLVWULEXWLRQ�RI�GLVSRVDEOH�LQFRPH
�������������

2I� FRXUVH�� LW� LV� SRVVLEOH� WKDW� WKH� UHGLVWULEXWLYH� SROLF\� KDV� LWVHOI� FDXVHG� ULVLQJ
LQHTXDOLW\�RI�PDUNHW�LQFRPHV��7KH�LQFLGHQFH�RI�WD[HV�DQG�WUDQVIHUV�LV�DQ�LPSRUWDQW
LVVXH� �VHH� IRU� H[DPSOH� $WNLQVRQ�� ������� %XW� WR� WKH� H[WHQW� WKDW� ULVLQJ� PDUNHW
LQHTXDOLW\� LV� GXH� WR� RXWVLGH� IDFWRUV�� DV� ,� KDYH� EHHQ� GLVFXVVLQJ� LQ� WKLV� OHFWXUH�
FRXQWULHV�KDYH�VXFFHHGHG�LQ�RIIVHWWLQJ�LWV�HIIHFW�IRU�VLJQLILFDQW�SHULRGV�RI�WLPH��:H
ZRXOG�LQGHHG�H[SHFW�WKH�JRYHUQPHQW�EXGJHW�WR�DWWHQXDWH�WKH�LPSDFW�RI�ULVLQJ�ZDJH
LQHTXDOLW\� RQ� KRXVHKROG� GLVSRVDEOH� LQFRPHV�� 3URJUHVVLYH� LQFRPH� WD[DWLRQ� VKRXOG
PHDQ� WKDW� WKH�*LQL�FRHIILFLHQW�RI�GLVSRVDEOH� LQFRPH� ULVHV� OHVV� WKDQ� WKDW� RI�PDUNHW
LQFRPHV��:KHUH�D�VKLIW� LQ�GHPDQG�DZD\�IURP�XQVNLOOHG�ZRUNHUV� OHDGV� WR�D� ULVH� LQ
XQHPSOR\PHQW��DV�SRVLWHG�E\�WKH�7UDQVDWODQWLF�&RQVHQVXV�LQ�WKH�FDVH�RI�(XURSH��WKH
LPSDFW� RQ� KRXVHKROG� GLVSRVDEOH� LQFRPHV� LV� PRGHUDWHG� E\� WKH� H[LVWHQFH� RI� RWKHU
LQFRPH�VRXUFHV�ZLWKLQ�WKH�KRXVHKROG�DQG�E\�WKH�SD\PHQW�RI�XQHPSOR\PHQW�EHQHILW�
$Q� XQVNLOOHG� PDQ� ZKR� EHFRPHV� XQHPSOR\HG� PD\� EH� VXSSRUWHG� E\� KLV� VNLOOHG
SDUWQHU� ZKR� NHHSV� KHU� MRE�� &RXQWULHV� GLIIHU� LQ� WKH� UDWH� RI� UHSODFHPHQW� LQ
XQHPSOR\PHQW� LQVXUDQFH��EXW�HYHQ� WKH� OHDVW�JHQHURXV� V\VWHPV� LQ�2(&'�FRXQWULHV
RIIHU�VRPH�ILQDQFLDO�SURWHFWLRQ�DJDLQVW�XQHPSOR\PHQW�
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FIGURE 5
REDISTRIBUTIVE IMPACT OF BUDGET

Sources: UK distribution among households of equivalized original income and post-tax income. There are
breaks in the series in 1990, 1992 and 1996/97 (although a figure is given for this year on the previous basis).
Economic Trends (1998, April: 58, for 1977, 1979, 1981, 1983, 1985, 1987, 1989, 1991, 1993-94 to 1996-97),
(1994, December: 65, for 1978, 1980, 1982, 1984, 1986, 1988, 1992), and (1993, January: 159, for 1990). It
should be noted that the definition of the post-tax series differs from the disposable income series in Figure 1.
Canada, Statistics Canada (1996: Text Table VI) and Statistics Canada (1999: Appendix Table III). Finland,
Statistics Finland (1999: Asetelma 3).

)LVFDO�SROLF\�ZRXOG� WKHUHIRUH�PRGHUDWH� ULVLQJ�PDUNHW� LQHTXDOLW\��7KH� VDPH� LV� WUXH
ZKHUH� WKH� H[SODQDWLRQ� RI� ULVLQJ� ZDJH� LQHTXDOLW\� LV� WKH� DOWHUQDWLYH� RQH� DGYDQFHG
KHUH��EDVHG�RQ�FKDQJHV� LQ�SD\�QRUPV��$�WLOW� LQ� WKH�ZDJH�VNLOO�QH[XV�ZRXOG� OHDG� WR
LQFUHDVHG� UHYHQXH� IURP� D� SURJUHVVLYH� WD[�� 7KH� GLVWULEXWLRQ� RI� GLVSRVDEOH� LQFRPH
ZRXOG� DJDLQ� VKRZ� OHVV� LQFUHDVH� LQ� LQHTXDOLW\�� 7KLV� DOWHUQDWLYH� DSSURDFK� GRHV
KRZHYHU�UDLVH�WKH�LVVXH�RI�FKDQJHV�LQ�ILVFDO�SROLF\��7KHUH�LV�WKH�SRVVLELOLW\�WKDW�WKH
VKLIW� LQ� QRUPV� PD\� H[WHQG� EH\RQG� WKH� ODERXU� PDUNHW� WR� LQIOXHQFH� DWWLWXGHV� WR
UHGLVWULEXWLRQ��7KH�VKLIW�IURP�D�UHODWLYHO\�HJDOLWDULDQ�SD\�QRUP�WR�RQH�ZKHUH�SD\�LV
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UHODWHG�PRUH�FORVHO\� WR�SURGXFWLYLW\�PD\�EH�DFFRPSDQLHG�E\�VKLIWV� LQ� WKH�DWWLWXGHV
RI� YRWHUV� WR� UHGLVWULEXWLYH� SROLF\�� FDXVLQJ� JRYHUQPHQWV� WR� EHFRPH� OHVV� ZLOOLQJ� WR
ILQDQFH� WUDQVIHUV�DQG� WR� OHY\� SURJUHVVLYH� WD[HV��7KH� ILVFDO� FKDQJHV�PD\� UHLQIRUFH�
UDWKHU�WKDQ�PRGHUDWH��WKH�WLOW�LQ�WKH�ZDJH�GLVWULEXWLRQ�

$V� ZH� KDYH� VHHQ�� WKHUH� KDYH� EHHQ� SHULRGV� LQ� WZR� RI� WKH� WKUHH� FRXQWULHV� ZKHQ
LQHTXDOLW\� RI� GLVSRVDEOH� LQFRPH� KDV� LQFUHDVHG� DV� D� UHVXOW� RI� SROLF\� FKRLFHV�� 7KH
8QLWHG�.LQJGRP� DQG� )LQQLVK� JRYHUQPHQWV� KDYH�� WR� YDU\LQJ� GHJUHHV�� VFDOHG� EDFN
UHGLVWULEXWLYH� WUDQVIHUV��7KLV� UDLVHV� WKH� TXHVWLRQ� DV� WR�ZKHWKHU� WKH� H[SODQDWLRQ� IRU
WKHVH�SROLF\�VKLIWV�LV�WR�EH�IRXQG�LQ�WKH�QDWLRQDO�SROLWLFDO�HFRQRP\�RI�WKHVH�FRXQWULHV
RU�ZKHWKHU�WKH\�WRR�DUH�WKH�SURGXFW�RI�H[WHUQDO�IRUFHV��'R�QDWLRQDO�JRYHUQPHQWV�LQ
IDFW� KDYH� URRP� WR�PDQRHXYUH"�$UH� WKHVH� ILVFDO� FKRLFHV�� UHGXFLQJ� WD[� SURJUHVVLRQ
DQG�FXWWLQJ�WKH�ZHOIDUH�VWDWH��LQ�IDFW�RQHV�WKDW�DOO�JRYHUQPHQWV�ZLOO�LQ�WLPH�EH�IRUFHG
WR�IROORZ"

��� +RZ�PXFK�IUHHGRP�GR�QDWLRQDO�JRYHUQPHQWV�SRVVHVV"

7KH�FRQVWUDLQWV�RQ�QDWLRQDO�SROLF\�FKRLFHV�FRXOG�WDNH�VHYHUDO�GLIIHUHQW�IRUPV��7KH\
PD\� EH� H[WHUQDO� HFRQRPLF� IRUFHV�� FRPPRQ� WR�PDQ\� FRXQWULHV�� VXFK� DV� WKRVH� WKDW
DULVH� IURP� LQFUHDVHG� FRPSHWLWLYHQHVV� LQ� LQWHUQDWLRQDO� WUDGH� RU� LQFUHDVHG� IDFWRU
PRELOLW\��:KHUH�VRFLDO�WUDQVIHUV�DUH�ILQDQFHG�E\�SD\UROO� WD[HV�RQ�HPSOR\HUV�� WKHVH
WD[HV� HQWHU� ZDJH� FRVWV� DQG� UDLVH� WKH� SULFHV� RI� WKH� FRXQWU\
V� JRRGV� DQG� VHUYLFHV�
)LUPV�ILQG�LW�KDUGHU��RU�OHVV�SURILWDEOH��WR�VHOO�WKHLU�SURGXFWV�DEURDG��+RZHYHU��LQ�WKH
VWDQGDUG� WUDGH�PRGHO�� WKH� H[FKDQJH� UDWH�ZRXOG� DGMXVW�� ZLWK� D� GHSUHFLDWLRQ� RI� WKH
FXUUHQF\�RIIVHWWLQJ�WKH�SULFH�ULVH��VKLIWLQJ�WKH�EXUGHQ�RQWR�WKH�IDFWRUV�RI�SURGXFWLRQ
�DVVXPHG�WR�EH�LQ�IL[HG�VXSSO\���2I�FRXUVH��WKLV�DVVXPHV�WKDW�WKH�H[FKDQJH�UDWH�FDQ
DGMXVW��DQG�ZH�KDYH�WR�GLVWLQJXLVK�KHUH�EHWZHHQ�WUDGH�EHWZHHQ�FXUUHQF\�XQLRQV�DQG
WUDGH�ZLWKLQ�FXUUHQF\�DUHDV��:LWKLQ� WKH�(XURSHDQ�0RQHWDU\�8QLRQ� WKLV� LQVWUXPHQW
RI� FRUUHFWLRQ� LV� QRW� DYDLODEOH�� DQG� WKLV� PD\� OLPLW� WKH� DXWRQRP\� RI� LQGLYLGXDO
PHPEHU� VWDWHV�� 2Q� WKH� RWKHU� KDQG�� WKH� FRVWV� RI� WKH� (XURSHDQ�:HOIDUH� 6WDWH� DV� D
ZKROH�FDQ�EH�RIIVHW�E\�GHSUHFLDWLRQ�RI� WKH�HXUR�YLV�j�YLV�RWKHU�FXUUHQFLHV��VXFK�DV
WKH� GROODU��$XWRQRP\� VWLOO� UHPDLQV�� EXW� DW� WKH�(XURSHDQ� OHYHO�� 7KH� FRQVWUDLQWV� RQ
JRYHUQPHQWV� FRXOG�EH� WKRVH�RI� IDFWRU�PRELOLW\��$Q� LQFUHDVHG� WD[�EXUGHQ� UHVXOWLQJ
IURP�VRFLDO�WUDQVIHUV�FRXOG�OHDG�WR�WKH�RXW�PLJUDWLRQ�RI�FDSLWDO�RU�ODERXU��,Q�WKH�FDVH
RI�ODERXU��WKHUH�DUH�UHDVRQV�WR�GRXEW�ZKHWKHU� WKLV�ZLOO�EH�RI�VXIILFLHQW�TXDQWLWDWLYH
LPSRUWDQFH��DW�OHDVW�LQ�WKH�IRUHVHHDEOH�IXWXUH��7KH�SRVLWLRQ�ZLWK�UHJDUG�WR�FDSLWDO�LV
PRUH�GLIILFXOW��DQG�LW�LV�SRVVLEOH�WKDW�WKLV�PD\�OLPLW�WKH�FKRLFH�RI�WD[�EDVH��EXW�WKLV
VWLOO�OHDYHV�RSHQ�SRVVLELOLWLHV�IRU�WKH�SURJUHVVLYH�WD[DWLRQ�RI�ZDJH�LQFRPH�

7KHUH�UHPDLQV�KRZHYHU�D�IXUWKHU�GLPHQVLRQ�WR�WKH�DUJXPHQW²DQG�SHUKDSV�WKH�PRUH
LPSRUWDQW��5DWKHU� WKDQ�UHDO� WD[�FRPSHWLWLRQ��EDVHG�RQ�H[WHUQDO�HFRQRPLF�FKDQJHV�
WKHUH�PD\�EH�YLUWXDO�WD[�FRPSHWLWLRQ��EDVHG�RQ�QDWLRQDO�WKUHDWV�RI�WKH�PRYHPHQW�RI
ODERXU� RU� FDSLWDO�� +LUVFKPDQ� ������� GLVWLQJXLVKHG� EHWZHHQ� 
H[LW
� DQG� 
YRLFH
� DV
UHDFWLRQV�WR�HFRQRPLF�FKDQJH��:RUNHUV�ZKR�SHUFHLYH�WKDW�WD[HV�DUH�ORZHU� LQ�RWKHU
PHPEHU�VWDWHV�PD\�QRW�PLJUDWH�EXW�PD\�VHHN�WR�H[HUFLVH�SROLWLFDO�SRZHU�WR�DFKLHYH
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ORZHU�WD[HV�DW�KRPH��&RPSDULVRQV�RI�SHUVRQDO��RU�FRUSRUDWH��WD[�UDWHV�ZLWK�WKRVH�LQ
RWKHU�PHPEHU� FRXQWULHV�PD\� SOD\� D� UROH� LQ�QDWLRQDO� HOHFWLRQ� FDPSDLJQV�� ,� EHOLHYH
WKDW� WKHVH� SXEOLF� FKRLFH� DVSHFWV� PD\� EH� WKH� PRVW� LPSRUWDQW� UHVWULFWLRQV� RQ� WKH
IUHHGRP� RI� QDWLRQDO� JRYHUQPHQWV� WR� FDUU\� RXW� VRFLDO� SURWHFWLRQ�� 7KH\� FDQQRW
KRZHYHU�EH�GHVFULEHG�DV�SXUHO\�H[WHUQDO��VLQFH� WKH\�DULVH�DV�D�UHVXOW�RI� LQWHUDFWLRQ
ZLWK�GRPHVWLF�SROLWLFV��7KLV�EULQJV�RQH�EDFN�WR�WKH�GLIIHUHQW�H[SODQDWLRQV�RI�ULVLQJ
ZDJH� LQHTXDOLW\��$V�DOUHDG\�QRWHG�� LI�RQH�DGRSWV� WKH�DOWHUQDWLYH�DSSURDFK�RXWOLQHG
KHUH��EDVHG�RQ�VKLIWLQJ�SD\�QRUPV�� WKHQ�RQH�KDV� WR� UHFRJQL]H� WKDW� WKH�VDPH�QRUPV
DUH� OLNHO\� WR� LQIOXHQFH� SXEOLF� DV�ZHOO� DV� SULYDWH� GHFLVLRQV��$� VRFLHW\�ZKLFK� VKLIWV
DZD\�IURP�UHGLVWULEXWLYH�SD\�QRUPV�LV�OLNHO\�WR�VKLIW�DZD\�IURP�ILVFDO�UHGLVWULEXWLRQ�
%XW�WKLV�LV�QRW�LQHYLWDEOH��DQG�FDQ�EH�LQIOXHQFHG��MXVW�DV�WKH�SD\�GLVWULEXWLRQ�FDQ�EH
LQIOXHQFHG��E\�SXEOLF�SROLF\��1DWLRQDO�JRYHUQPHQWV�DUH�QRW��RQ�WKLV�DSSURDFK��IDFHG
ZLWK�DEVROXWH�H[WHUQDO�FRQVWUDLQWV��7KHUH�LV�VFRSH�IRU�SROLWLFDO�OHDGHUVKLS�
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,9���&21&/86,216

,Q�&DURO�6KLHOGV
�QRYHO��+DSSHQVWDQFH���������RQH�UHDGV�WKH�ERRN�IURP�RQH�HQG�DQG
JHWV�WKH�ZLIH
V�VWRU\��DQG�WKHQ�FDQ�WXUQ�LW�XSVLGH�GRZQ�DQG�UHDG�IURP�WKH�RWKHU�HQG
WKH�KXVEDQG
V�VWRU\�RI� WKH�VDPH�ILYH�GD\V��7KH�+XVEDQG
V�VWRU\� LV�� LQ�EURDG� WHUPV�
RQH�RI�D�SHUVRQ�ZKRVH�ILYH�GD\V�ZHUH�DW�WKH�PHUF\�RI�RXWVLGH�GLVWXUELQJ�HYHQWV��7KH
ZLIH
V� VWRU\�� DJDLQ� ORRVHO\� LQWHUSUHWHG�� LV� LQIOXHQFHG� DQG� FRQVWUDLQHG� E\� VRFLDO
FXVWRP��WKH�RULJLQDO�YHUVLRQ�RI�WKLV�KDOI�ZDV�FDOOHG�$�)DLUO\�&RQYHQWLRQDO�:RPDQ��

(TXDOO\�� ,� KDYH� SUHVHQWHG� LQ� WKLV� OHFWXUH� WZR� GLIIHUHQW� SHUVSHFWLYHV�� 2QH�� WKH
KXVEDQG
V�VWRU\�� LV� WKH�7UDQVDWODQWLF�&RQVHQVXV�ZKLFK�VHHV� ULVLQJ� LQHTXDOLW\�DV� WKH
SURGXFW�RI� H[RJHQRXV�� LQHYLWDEOH� HYHQWV��:DJH� LQHTXDOLW\� LQ� LQGXVWULDOL]HG�2(&'
FRXQWULHV�� RU� XQHPSOR\PHQW�� LV� LQFUHDVLQJ� RQ� DFFRXQW� RI� WHFKQLFDO� FKDQJH� ELDVHG
DJDLQVW� XQVNLOOHG� ZRUNHUV�� RU�� WKH� H[SODQDWLRQ� RQ� ZKLFK� ,� KDYH� IRFXVHG� KHUH�� RQ
DFFRXQW�RI� WKH� OLEHUDOL]DWLRQ�RI� LQWHUQDWLRQDO� WUDGH�DQG� LQFUHDVHG�FRPSHWLWLRQ� IURP
QHZO\�LQGXVWULDOL]LQJ�FRXQWULHV��7KH�RWKHU�YHUVLRQ�� WKH�ZLIH
V�VWRU\��VHHV� LQHTXDOLW\
DV�DW�OHDVW�LQ�SDUW�VRFLDOO\�JHQHUDWHG��7KHUH�KDV�EHHQ�D�WLOW�LQ�WKH�ZDJH�SURGXFWLYLW\
UHODWLRQVKLS��DIIHFWLQJ�WKH�ZHOO�SDLG�DV�ZHOO�DV�WKH�ORZ�SDLG��7KHUH�KDV�EHHQ�D�VKLIW
DZD\�IURP�D�UHGLVWULEXWLYH�SD\�QRUP�WR�RQH�ZKHUH�PDUNHW�IRUFHV�GRPLQDWH��6RFLDO
FRQYHQWLRQV�LQ�WKH�ODERXU�PDUNHW�KDYH�FKDQJHG�ZLWKLQ�LQGLYLGXDO�FRXQWULHV��DQG�WKLV
PD\�VSLOO�RYHU�LQWR�RWKHU�VSKHUHV�DQG�WR�RWKHU�FRXQWULHV�

:KDW�GR�WKHVH�WZR�VWRULHV� LPSO\�IRU� WKH� LQHYLWDELOLW\�RI�ULVLQJ�LQHTXDOLW\"�+RZ�GR
WKH\�DIIHFW�WKH�ZD\�LQ�ZKLFK�ZH�VHH�WKH�WZR�NH\�HOHPHQWV�RQ�ZKLFK�,�KDYH�IRFXVHG�
LQFUHDVHG� LQHTXDOLW\� RI� HDUQLQJ� SRZHU�� DQG� UHGLVWULEXWLRQ� WKURXJK� WKH� JRYHUQPHQW
EXGJHW"� 2Q� WKH� ILUVW� YLHZ²WKH� 7UDQVDWODQWLF� &RQVHQVXV²WKHUH� LV� QRWKLQJ� WR� EH
GRQH� DERXW� ULVLQJ�PDUNHW� LQHTXDOLW\�� ,W� LV� SXUH� VXSSO\� DQG� GHPDQG�� 2Q� WKH� RWKHU
KDQG�� WKLV� GRHV� QRW� LPSO\� ULVLQJ� LQHTXDOLW\� RI� GLVSRVDEOH� LQFRPH�� WKHUH� DUH� VWHSV
ZKLFK� JRYHUQPHQWV� FDQ� WDNH� WR� RIIVHW� ULVLQJ� LQHTXDOLW\� RI� PDUNHW� LQFRPHV�� 7KH
H[SHULHQFH� RI� D� UDQJH� RI� FRXQWULHV� KDV� VKRZQ� WKDW� WD[� DQG� WUDQVIHU� V\VWHPV� KDYH
EHHQ� UHPDUNDEO\� VXFFHVVIXO� LQ� FRXQWHUDFWLQJ� WKH� ULVH� LQ� LQHTXDOLW\� GXH� WR
XQHPSOR\PHQW��$WNLQVRQ���������7KH�GLIIHULQJ�H[SHULHQFH�DFURVV�2(&'�FRXQWULHV�
GHVFULEHG�LQ�6HFWLRQ����ZLWK�UHJDUG�WR�LQHTXDOLW\�LQ�GLVSRVDEOH�KRXVHKROG�LQFRPH�LV
LQ�SDUW�D�UHIOHFWLRQ�RI�GLIIHUHQFHV�LQ�QDWLRQDO�UHGLVWULEXWLYH�SROLFLHV�

:KDW� DERXW� WKH� DOWHUQDWLYH�YLHZ�ZKLFK� ,� KDYH� SXW� IRUZDUG� EHFDXVH� ,� KDYH� GRXEWV
DERXW� WKH�7UDQVDWODQWLF�&RQVHQVXV�RQ�ERWK�WKHRUHWLFDO�DQG�HPSLULFDO�JURXQGV"�7KH
&RQVHQVXV� KDV� EHHQ� DGYHUWLVHG� DV� D� WULXPSK� RI� WUDGH� WKHRU\�� EXW� LQ� IDFW� WKH
FRQFOXVLRQV�GR�QRW�IROORZ�GLUHFWO\� IURP�VWDQGDUG�DSSOLFDWLRQ�RI� LQWHUQDWLRQDO� WUDGH
WKHRU\�RI�WKH�+HFNVFKHU�2KOLQ�YDULHW\��7KH�PRGHO�QHHGV� WR�EH�ULFKHU��(PSLULFDOO\�
WKH�&RQVHQVXV�GRHV�QRW�UHDGLO\�H[SODLQ�WKH�WLOW� LQ� WKH�XSSHU�SDUW�RI�WKH�GLVWULEXWLRQ
�WR�XQGHUVWDQG�ZKLFK�D�VLPSOH�XQVNLOOHG�VNLOOHG�GLVWLQFWLRQ�GRHV�QRW�VHHP�DGHTXDWH��
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7KH�DOWHUQDWLYH�DSSURDFK�GHVFULEHG�KHUH�DUJXHV� WKDW� WKH� UHODWLRQ�EHWZHHQ� VNLOO� DQG
SD\�UHIOHFWV�VRFLDO�FRQYHQWLRQV��ZKHUH�DGKHUHQFH�WR� WKH�SD\�QRUP�LV�HQGRJHQRXVO\
GHWHUPLQHG��$�YLHZ�ZKLFK�JLYHV�SURPLQHQFH� WR�QRUPV�DERXW�SD\�KDV�RI�FRXUVH� WR
UHFRJQL]H� WKDW� WKH� VDPH� QRUPV�PD\� JRYHUQ� UHGLVWULEXWLRQ�� ,I�� DV� ,� DP� VXJJHVWLQJ�
ZLGHQLQJ�ZDJH�GLVSHUVLRQ�LQ�SDUW�DULVHV�RQ�DFFRXQW�RI�VKLIWLQJ�QRUPV��WKHQ�WKH�VDPH
VKLIW� PD\� KDYH� UHGXFHG� WKH� ZLOOLQJQHVV� RI� JRYHUQPHQWV� WR� UHGLVWULEXWH�� %RWK
HOHPHQWV�PRYH�LQ�WKH�VDPH�GLUHFWLRQ��%XW�WKH�IDFW�WKDW�WKH�GULYLQJ�IRUFH�LV�VRFLDO�LQ
RULJLQ��UDWKHU�WKDQ�WUDGH�RU�WHFKQRORJ\��PHDQV�WKDW�WKHUH�LV�PRUH�VFRSH�IRU�SROLWLFDO
OHDGHUVKLS��7KH�HYROXWLRQ�RI�VRFLDO�QRUPV�LV�LQIOXHQFHDEOH�E\�SROLF\�GHFLVLRQV�

,Q�DQ\�WZR�DFFRXQWV�RI�D�PDUULDJH��WKHUH�DUH�XQGRXEWHGO\�HOHPHQWV�RI�WUXWK�RQ�ERWK
VLGHV�� HYHQ� LI� RQH� WHQGV� WR� V\PSDWKL]H� PRUH� ZLWK� RQH� WKDQ� WKH� RWKHU�� +RZHYHU�
ZKHWKHU� WKH� UHDGHU� DGKHUHV� WR� WKH�7UDQVDWODQWLF�&RQVHQVXV�� RU� LV� SHUVXDGHG� RI� WKH
QHHG�WR�ORRN�DW�WKH�UROH�RI�VRFLDO�QRUPV��LW�UHPDLQV�WKH�FDVH�WKDW�ULVLQJ�LQHTXDOLW\�LV
QRW�LQHYLWDEOH�



��

5()(5(1&(6

$DEHUJH��5���$��%M|UNOXQG��0�� -lQWWL��3�� -��3HGHUVHQ��1��6PLWK�� DQG�7��:HQQHPR
������� 
8QHPSOR\PHQW� 6KRFNV� DQG� ,QFRPH� 'LVWULEXWLRQ
�� 6WDWLVWLFV� 1RUZD\
5HVHDUFK�'HSDUWPHQW�'LVFXVVLRQ�3DSHU�1R�������6WDWLVWLFV�1RUZD\��2VOR�

$GHOPDQ��,��DQG�6��5RELQVRQ��������
,QFRPH�'LVWULEXWLRQ�DQG�'HYHORSPHQW
��LQ�+�
&KHQHU\�DQG�7��1��6ULQLYDVDQ��HGV����+DQGERRN�RI�'HYHORSPHQW�(FRQRPLFV��9RO����
1RUWK�+ROODQG��$PVWHUGDP�

$JHOO�� -�� ������� 
2Q� WKH� %HQHILWV� IURP� 5LJLG� /DERXU� 0DUNHWV�� 1RUPV�� 0DUNHW
)DLOXUHV��DQG�6RFLDO�,QVXUDQFH
��(FRQRPLF�-RXUQDO��9RO�������)����)����

$JHOO��-��DQG�.��(��/RPPHUXG�������� 
8QLRQ�(JDOLWDULDQLVP�DV�,QFRPH�,QVXUDQFH
�
(FRQRPLFD��9RO��������������

$JHOO�� -�� DQG�3��/XQGERUJ� ������� 
)DLU�:DJHV� LQ� DQ�2SHQ�(FRQRP\
��(FRQRPLFD�
9RO�������������

$NHUORI��*��$���������
$�7KHRU\�RI�6RFLDO�&XVWRP��RI�:KLFK�8QHPSOR\PHQW�0D\
%H�2QH�&RQVHTXHQFH
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��9RO�������������

$WNLQVRQ��$��%�������D��
%ULQJLQJ�,QFRPH�'LVWULEXWLRQ�LQ�IURP�WKH�&ROG
��(FRQRPLF
-RXUQDO��9RO���������������

$WNLQVRQ�� $�� %�� �����E�� 
0HDVXUHPHQW� RI� 7UHQGV� LQ� 3RYHUW\� DQG� WKH� ,QFRPH
'LVWULEXWLRQ
�� 0LFURVLPXODWLRQ� 8QLW� :RUNLQJ� 3DSHU� 08������ 'HSDUWPHQW� RI
$SSOLHG�(FRQRPLFV��8QLYHUVLW\�RI�&DPEULGJH��&DPEULGJH�

$WNLQVRQ�� $�� %�� ������� 7KUHH� /HFWXUHV� RQ� 3RYHUW\� LQ� (XURSH�� %DVLO� %ODFNZHOO�
2[IRUG�

$WNLQVRQ��$��%�� ������� 
,QFUHDVHG� ,QFRPH� ,QHTXDOLW\� LQ�2(&'�&RXQWULHV� DQG� WKH
5HGLVWULEXWLYH�,PSDFW�RI�WKH�*RYHUQPHQW�%XGJHW
��SDSHU�SUHVHQWHG�DW�818�:,'(5
FRQIHUHQFH�RQ�,QFRPH�,QHTXDOLW\�DQG�3RYHUW\�5HGXFWLRQ��-XO\��+HOVLQNL�

$WNLQVRQ�� $�� %�� ������� 
7KH� &KDQJLQJ� 'LVWULEXWLRQ� RI� ,QFRPH�� (YLGHQFH� DQG
([SODQDWLRQV
��*HUPDQ�(FRQRPLF�5HYLHZ��9RO����

$WNLQVRQ��$��%��DQG�-��0LFNOHZULJKW� �������(FRQRPLF�7UDQVIRUPDWLRQ� LQ�(DVWHUQ
(XURSH�DQG�WKH�'LVWULEXWLRQ�RI�,QFRPH��&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH�
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%HFNHU�� ,�� ������� 
'LH� (QWZLFNOXQJ� GHU� (LQNRPPHQVYHUWHLOXQJ� XQG� GHU
(LQNRPPHQVDUPXW�LQ�GHQ�DOWHQ�%XQGHVOlQGHUQ�YRQ������ELV�����
��LQ�,��%HFNHU�DQG
5��+DXVHU�� 
(LQNRPPHQVYHUWHLOXQJ�XQG�$UPXW�LQ�'HXWVFKODQG�YRQ������ELV�����
�
(96�3URMHNW��$UEHLWVSDSLHU�1U�����8QLYHUVLWlW�)UDQNIXUW�DP�0DLQ��)UDQNIXUW�

%HFNHU�� ,�� ������� 
=XU� SHUVRQHOOHQ� (LQNRPPHQVYHUWHLOXQJ� LQ� 'HXWVFKODQG
�� (96�
3URMHNW��$UEHLWVSDSLHU�1U������8QLYHUVLWlW�)UDQNIXUW�DP�0DLQ��)UDQNIXUW�

%HFNHU�� ,�� DQG� 5�� +DXVHU� ������� 
$EJDEHQ�� XQG� 7UDQVIHUV\VWHP� ZLUNW
3RODULVLHUXQJVWHQGHQ]HQ�HQWJHJHQ
��(96�3URMHNW��$UEHLWVSDSLHU�1U�� ����8QLYHUVLWlW
)UDQNIXUW�DP�0DLQ��)UDQNIXUW�

%HUQVWHLQ�� -�� DQG� /�� 0LVKHO� ������� 
+DV� :DJH� ,QHTXDOLW\� 6WRSSHG� *URZLQJ"
�
0RQWKO\�/DERU�5HYLHZ��'HFHPEHU������

%KDJZDWL�� -�� 1�� ������� 
7KH� 3XUH� 7KHRU\� RI� ,QWHUQDWLRQDO� 7UDGH�� D� 6XUYH\
�
(FRQRPLF�-RXUQDO��9RO�����������

%RXUJXLJQRQ�� )�� DQG�0�� 0DUWLQH]� ������� 
'HFRPSRVLWLRQ� RI� WKH� &KDQJHV� LQ� WKH
'LVWULEXWLRQ�RI�3ULPDU\�)DPLO\�,QFRPHV��$�0LFURVLPXODWLRQ�$SSURDFK�$SSOLHG� WR
)UDQFH
�������������'(/7$��3DULV�

%RXUJXLJQRQ��)��DQG�&��0RUULVVRQ��������
,QHTXDOLW\�DQG�'HYHORSPHQW��WKH�5ROH�RI
'XDOLVP
��-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV��9RO�������������

%XUWOHVV�� *�� ������� 
,QWHUQDWLRQDO� 7UDGH� DQG� WKH� 5LVH� LQ� (DUQLQJV� ,QHTXDOLW\
�
-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH��9RO�������������

&(35��������
7KH�)XOO�0RQW\
��(XURSHDQ�(FRQRPLF�3HUVSHFWLYHV��1R�����

&KLSPDQ��-��6��������� 
$�6XUYH\�RI�WKH�7KHRU\�RI�,QWHUQDWLRQDO�7UDGH��3DUW����7KH
0RGHUQ�7KHRU\
��(FRQRPHWULFD��9RO������������

&ODUN��7��DQG�-��7D\ORU� ������� 
,QFRPH�,QHTXDOLW\��D�7DOH�RI�7ZR�&\FOHV"
��)LVFDO
6WXGLHV��9RO��������������

&RRSHU��5��$���������
'LVFXVVLRQ�RI�.UXJPDQ
��%URRNLQJV�3DSHUV����

&RUQLD�� *�� $�� ������� 
/LEHUDOL]DWLRQ�� *OREDOL]DWLRQ� DQG� ,QFRPH� 'LVWULEXWLRQ
�
:,'(5�:RUNLQJ�3DSHUV�1R������818�:,'(5��+HOVLQNL�

'DYLV��'��5�� �����D�� 
'RHV�(XURSHDQ�8QHPSOR\PHQW�3URS�8S�$PHULFDQ�:DJHV"
1DWLRQDO�/DERU�0DUNHWV� DQG�*OREDO�7UDGH
��$PHULFDQ�(FRQRPLF�5HYLHZ��9RO�� ���
�������
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'DYLV��'��5�������E��
7HFKQRORJ\��8QHPSOR\PHQW�DQG�5HODWLYH�:DJHV�LQ�D�*OREDO
(FRQRP\
��(XURSHDQ�(FRQRPLF�5HYLHZ��9RO��������������

'HSDUWPHQW�RI�(PSOR\PHQW��������1HZ�(DUQLQJV�6XUYH\��+062��/RQGRQ�

'HSDUWPHQW�RI�(PSOR\PHQW��������1HZ�(DUQLQJV�6XUYH\��+062��/RQGRQ�

'HZDWULSRQW��0���$��6DSLU�DQG�.��6HNNDW��������7UDGH�DQG�-REV�LQ�(XURSH��2[IRUG
8QLYHUVLW\�3UHVV��2[IRUG�

'L[LW�� $�� .�� DQG� 9�� 1RUPDQ� ������� 7KHRU\� RI� ,QWHUQDWLRQDO� 7UDGH�� &DPEULGJH
8QLYHUVLW\�3UHVV��&DPEULGJH�

(SODQG�� -�� ������� 
(QGULQJHU� L� IRUGHOLQJHQ� DY� KXVKROGQLQJVLQQWHNW� ���������
�
6WDWLVWLFV�1RUZD\�5HSRUWV�1R���������6WDWLVWLFV�1RUZD\��2VOR�

)RUWLQ�� 1�� 0�� DQG� 7�� /HPLHX[� ������� 
,QVWLWXWLRQDO� &KDQJHV� DQG� 5LVLQJ� :DJH
,QHTXDOLW\��,V�7KHUH�D�/LQNDJH"
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV��9RO������1R����
������

)ULH]��$�� DQG�0�� -XOKqV� ������� 
6pULHV� /RQJXHV� VXU� OHV� 6DODLUHV
��(PSORL�5HYHQXV
1R�������,16((��3DULV�

*RRGPDQ�� $�� DQG� 6�� :HEE� ������� 
)RU� 5LFKHU�� )RU� 3RRUHU
�� ,QVWLWXWH� IRU� )LVFDO
6WXGLHV�&RPPHQWDU\��1R�����

+DKQ��)��+���������
5HFRQVLGHULQJ�)UHH�7UDGH
��LQ�*��&RRN��HG���7KH�(FRQRPLFV�DQG
3ROLWLFV� RI� ,QWHUQDWLRQDO� 7UDGH�� )UHHGRP� DQG� 7UDGH�� 9ROXPH� ,,�� 5RXWOHGJH�
/RQGRQ�

+DXVHU�� 5�� ������� 
9HUJOHLFKHQGH� $QDO\VH� GHU� (LQNRPPHQVYHUWHLOXQJ� XQG� GHU
(LQNRPPHQVDUPXW�LQ�GHQ�DOWHQ�XQG�QHXHQ�%XQGHVOlQGHUQ�YRQ������ELV�����
��LQ�,�
%HFNHU�DQG�5��+DXVHU��
(LQNRPPHQVYHUWHLOXQJ�XQG�$UPXW�LQ�'HXWVFKODQG�YRQ�����
ELV� ����
�� (96�3URMHNW�� $UEHLWVSDSLHU� 1U�� ��� 8QLYHUVLWlW� )UDQNIXUW� DP� 0DLQ�
)UDQNIXUW�

+DXVHU�� 5�� ������� 
3HUVRQHOOH� 3ULPlU�� XQG� 6HNXQGlUYHUWHLOXQJ� GHU� (LQNRPPHQ
XQGHU� GHP� (LQIOXVV� VLFK� lUQGHUQHU� ZLUWVFKDIWOLFKHU� XQG� VR]LDOSROLWLVFKHU
5DKPHQEHGLQJXQJHQ���HLQH�HPSLULVFKH�$QDO\VH�DXI�GHU�%DVLV�GHU�(LQNRPPHQV��XQG
9HUEUDXFKVWLFKSUREHQ� ���������
�� $OOJHPHLQHV� 6WDWLVWLVFKHV� $UFKLY�� 9RO�� ���� ���
����
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+LUVFKPDQ�� $�� 2�� ������� ([LW�� 9RLFH� DQG� /R\DOW\�� +DUYDUG� 8QLYHUVLW\� 3UHVV�
&DPEULGJH�

.DKQ�� /�� 0�� ������� 
$JDLQVW� WKH� :LQG�� %DUJDLQLQJ� 5HFHQWUDOL]DWLRQ� DQG� :DJH
,QHTXDOLW\�LQ�1RUZD\��������
��(FRQRPLF�-RXUQDO��9RO��������������

.DQEXU��5���������
,QFRPH�'LVWULEXWLRQ�DQG�'HYHORSPHQW
��LQ�$��%��$WNLQVRQ�DQG�)�
%RXUJXLJQRQ��HGV���+DQGERRN�RI�,QFRPH�'LVWULEXWLRQ��(OVHYLHU��$PVWHUGDP�

.DURO\�� /�� $�� ������� 
7KH� 7UHQG� LQ� ,QHTXDOLW\� $PRQJ� )DPLOLHV�� ,QGLYLGXDOV�� DQG
:RUNHUV�LQ�WKH�8QLWHG�6WDWHV��$�7ZHQW\�)LYH�<HDU�3HUVSHFWLYH
��LQ�6��'DQ]LJHU�DQG
3��*RWWVFKDON��HGV���8QHYHQ�7LGHV��5XVVHOO�6DJH�)RXQGDWLRQ��1HZ�<RUN�

.UXJPDQ�� 3�� ������� 
3DVW� DQG� 3URVSHFWLYH� &DXVHV� RI� +LJK� 8QHPSOR\PHQW
�
5HGXFLQJ� 8QHPSOR\PHQW�� &XUUHQW� ,VVXHV� DQG� 3ROLF\� 2SWLRQV�� )HGHUDO� 5HVHUYH
%DQN�RI�.DQVDV�&LW\��.DQVDV�&LW\�

.UXJPDQ��3���������
*URZLQJ�:RUOG�7UDGH��&DXVHV�DQG�&RQVHTXHQFHV
��%URRNLQJV
3DSHUV������������

.X]QHWV��6���������
(FRQRPLF�*URZWK�DQG�,QFRPH�,QHTXDOLW\
��$PHULFDQ�(FRQRPLF
5HYLHZ��9RO�����������

/HVWHU��5��$���������
$�5DQJH�7KHRU\�RI�:DJH�'LIIHUHQWLDOV
��,QGXVWULDO�DQG�/DERU
5HODWLRQV�5HYLHZ��9RO�������������

0DF/HRG��:��%��DQG�-��0��0DOFRPVRQ��������
0RWLYDWLRQ�DQG�0DUNHWV
��$PHULFDQ
(FRQRPLF�5HYLHZ��9RO��������������

0DQQLQJ�� $�� ������� 
/DERXU� 0DUNHWV� ZLWK� &RPSDQ\� :DJH� 3ROLFLHV
�� &HQWUH� IRU
(FRQRPLF�3HUIRUPDQFH�'LVFXVVLRQ�3DSHU�1R�������/RQGRQ�6FKRRO�RI�(FRQRPLFV�
/RQGRQ�

2(&'��������(PSOR\PHQW�2XWORRN��2(&'��3DULV�

2IILFH�IRU�1DWLRQDO�6WDWLVWLFV��YDULRXV�\HDUV��
7KH�(IIHFWV�RI�7D[HV�DQG�%HQHILWV�RQ
+RXVHKROG�,QFRPH
��(FRQRPLF�7UHQGV�

3KHOSV� %URZQ�� (�� +�� ������� 7KH� ,QHTXDOLW\� RI� 3D\�� 2[IRUG� 8QLYHUVLW\� 3UHVV�
2[IRUG�

3LNHWW\�� 7�� ������� 
&DQ� ILVFDO� UHGLVWULEXWLRQ� XQGR� VNLOO�ELDVHG� WHFKQLFDO� FKDQJH"
(YLGHQFH�IURP�WKH�)UHQFK�H[SHULHQFH
��(XURSHDQ�(FRQRPLF�5HYLHZ��9RO����������
���
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5HGHU�� 0�� :�� ������� 
:$*(6�� 6WUXFWXUH
�� ,QWHUQDWLRQDO� (QF\FORSDHGLD� RI� WKH
6RFLDO�6FLHQFHV��0DFPLOODQ��1HZ�<RUN��9RO�������������

5RVHQ��6���������
7KH�(FRQRPLFV�RI�6XSHUVWDUV
��$PHULFDQ�(FRQRPLF�5HYLHZ��9RO�
�����������

5RZWKRUQ�� 5�� (�� ������� 
&RUSRUDWLVP� DQG� /DERXU� 0DUNHW� 3HUIRUPDQFH
�� LQ� -�
3HNNDULQHQ��0��3RKMROD�DQG�5��(��5RZWKRUQ��HGV���6RFLDO�&RUSRUDWLVP��$�6XSHULRU
(FRQRPLF�6\VWHP"��&ODUHQGRQ�3UHVV��2[IRUG�

6DWWLQJHU��0��������� 
$VVLJQPHQW�0RGHOV�RI�WKH�'LVWULEXWLRQ�RI�(DUQLQJV
��-RXUQDO
RI�(FRQRPLF�/LWHUDWXUH��9RO�������������

6FKHOOLQJ��7��&���������0LFURPRWLYHV�DQG�0DFUREHKDYLRU��1RUWRQ��1HZ�<RUN�

6FKOLFKW��(���������2Q�&XVWRP�LQ�WKH�(FRQRP\��&ODUHQGRQ�3UHVV��2[IRUG�

6KLHOGV��&���������+DSSHQVWDQFH��)RXUWK�(VWDWH��/RQGRQ�

6PHHGLQJ�� 7�� ������� ,QFRPH� ,QHTXDOLW\�� ,V� &DQDGD� 'LIIHUHQW� RU� -XVW� %HKLQG� WKH
7LPHV�� LQYLWHG� SOHQDU\� OHFWXUH� SUHVHQWHG� WR� WKH� &DQDGLDQ� (FRQRPLF� $VVRFLDWLRQ�
7RURQWR�����0D\�

6WDWLVWLFV�&DQDGD��������,QFRPH�$IWHU�7D[��'LVWULEXWLRQV�E\�6L]H�LQ�&DQDGD�������
6WDWLVWLFV�&DQDGD��2WWDZD�

6WDWLVWLFV�&DQDGD��������,QFRPH�$IWHU�7D[��'LVWULEXWLRQV�E\�6L]H�LQ�&DQDGD�������
6WDWLVWLFV�&DQDGD��2WWDZD�

6WDWLVWLFV� )LQODQG� ������� ,QFRPH� 'LVWULEXWLRQ� 6WDWLVWLFV�� ������ 6WDWLVWLFV� )LQODQG�
+HOVLQNL�

6WDWLVWLFV�1HZ�=HDODQG��������,QFRPHV��6WDWLVWLFV�1HZ�=HDODQG��:HOOLQJWRQ�

6WHZDUW�� )�� DQG� $�� %HUU\� ������� 
*OREDOL]DWLRQ�� /LEHUDOL]DWLRQ�� DQG� ,QHTXDOLW\�
([SHFWDWLRQV� DQG� ([SHULHQFH
�� LQ� $�� +XUUHOO� DQG� 1�� :RRGV� �HGV��� ,QHTXDOLW\�
*OREDOL]DWLRQ��DQG�:RUOG�3ROLWLFV��2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG�

6WU¡P�� %�� ������� 
(QY\�� )DLUQHVV� DQG� 3ROLWLFDO� ,QIOXHQFH� LQ� /RFDO� *RYHUQPHQW
:DJH�'HWHUPLQDWLRQ��(YLGHQFH�IURP�1RUZD\
��(FRQRPLFD��9RO��������������

6XPPHUV��/���������
(TXLW\�LQ�D�*OREDO�(FRQRP\
�LQ�9��7DQ]L��.��&KX�DQG�6��*XSWD
�HGV���(FRQRPLF�3ROLF\�DQG�(TXLW\��,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'&�
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7LQEHUJHQ��-���������,QFRPH�'LVWULEXWLRQ��1RUWK�+ROODQG��$PVWHUGDP�

86�'HSDUWPHQW�RI�&RPPHUFH��������0RQH\�,QFRPH�LQ�WKH�8QLWHG�6WDWHV��������86
*RYHUQPHQW�3ULQWLQJ�2IILFH��:DVKLQJWRQ�'&�

8XVLWDOR��+���������&KDQJHV�LQ�,QFRPH�'LVWULEXWLRQ�'XULQJ�D�'HHS�5HFHVVLRQ�DQG
$IWHU��67$.(6��+HOVLQNL�

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



:,'(5�$118$/�/(&785(6

:,'(5�$QQXDO�/HFWXUHV���7KH�&RQWULEXWLRQ�RI�WKH�1HZ�,QVWLWXWLRQDO�(FRQRPLFV
WR�DQ�8QGHUVWDQGLQJ�RI�WKH�7UDQVLWLRQ�3UREOHP�E\�'RXJODVV�&��1RUWK��0DUFK�����

:,'(5�$QQXDO�/HFWXUHV���0RUH�,QVWUXPHQWV�DQG�%URDGHU�*RDOV��0RYLQJ�WRZDUG
WKH�3RVW�:DVKLQJWRQ�&RQVHQVXV�E\�-RVHSK�(��6WLJOLW]��-DQXDU\�����

&RSLHV�DYDLODEOH�IUHH�RI�FKDUJH�IURP

818�:,'(5�3XEOLFDWLRQV
.DWDMDQRNDQODLWXUL���%
������+HOVLQNL��)LQODQG

7HOHSKRQH�����������������
7HOHID[������������������
(�PDLO�ZLGHU#ZLGHU�XQX�HGX
:HEVLWH�KWWS���ZZZ�ZLGHU�XQX�HGX


