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7KH�VWXG\� LV� UHODWHG� WR� WKH�818�:,'(5�SURMHFW�RQ� WKH�5LVLQJ� ,QFRPH� ,QHTXDOLW\�DQG
3RYHUW\� 5HGXFWLRQ�� $UH� 7KH\� &RPSDWLEOH"�� ZKLFK� LV� GLUHFWHG� E\� 3URIHVVRU� *LRYDQQL
$QGUHD�&RUQLD��818�:,'(5�JUDWHIXOO\�DFNQRZOHGJHV�WKH�ILQDQFLDO�FRQWULEXWLRQ�WR�WKLV
SURMHFW� E\� 81'3� �6RFLDO� 'HYHORSPHQW� DQG� 3RYHUW\� (OLPLQDWLRQ� 'LYLVLRQ�� DQG� WKH
*RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK� ,QWHUQDWLRQDO� 'HYHORSPHQW� &RRSHUDWLRQ
$JHQF\���6LGD��
818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
$�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH�RI�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\

7KH�%RDUG�RI�818�:,'(5

1RUD�/XVWLJ
+DUULV�0XWLR�0XOH
6\OYLD�2VWU\
-XNND�3HNNDULQHQ��9LFH�&KDLUSHUVRQ
*HRUJH�9DVVLOLRX��&KDLUSHUVRQ
5XEHQ�<HYVWLJQH\HY
0DVDUX�<RVKLWRPL

([�2IILFLR

+DQV�-��$��YDQ�*LQNHO��5HFWRU�RI�818
*LRYDQQL�$QGUHD�&RUQLD��'LUHFWRU�RI�818�:,'(5

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

&RS\ULJKW��È��8QLWHG�1DWLRQV�DQG�818�:,'(5�����

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



3ULQWHG�DW�+DNDSDLQR�2\��+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\�RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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,, 62&,$/�3527(&7,21�6<67(06�,1�7+(�35(�$'-8670(17�(5$ �

��� 0DLQ�IRUPDO�DQG�LQIRUPDO�SURJUDPPHV �

��� 6WUHQJWKV�DQG�ZHDNQHVVHV�RI SUH�WUDQVLWLRQ�VDIHW\�QHWV �

,,, 7+(�62&,$/�)81'6�,1752'8&('�'85,1*
� 7+(�$'-8670(17�75$16,7,21�(5$ ��

��� 7\SHV�DQG�GLVWLQJXLVKLQJ�IHDWXUHV�RI�WKH�6RFLDO�)XQGV ��

��� 5DWLRQDOH�IRU�WKH�LQWURGXFWLRQ�RI�WKH�6RFLDO�)XQGV ��

��� 6FDOH�RI�WKH�LQWHUYHQWLRQ ��

,9 $66(660(17�2)�7+(�,03$&7�2)�62&,$/�)81'6��)6V� ��

��� 0DFUR�LPSDFW�RQ�HPSOR\PHQW�FUHDWLRQ��SRYHUW\�DOOHYLDWLRQ�
DFFHVV�WR�VHUYLFHV ��

��� ,PSDFW�RQ�LQFRPH�GLVWULEXWLRQ ��

��� 0LFURHFRQRPLF�HIILFLHQF\�DQG�VXVWDLQDELOLW\ ��

4.4 ,QVWLWXWLRQDO�DQG�GHVLJQ�SUREOHPV ��

��� $OORFDWLYH�DQG�WDUJHWLQJ�JDLQV ��

��� 3ROLWLFDO�HFRQRPLF�FRQVLGHUDWLRQV ��

9 32/,&<�5(&200(1'$7,216 ��
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7DEOH�� ([SHQGLWXUH�RQ�VRFLDO�LQVXUDQFH�SURJUDPPHV�LQ�VHOHFWHG�FRXQWULHV�
�����DQG����� �

7DEOH�� ([SHQGLWXUH�RQ�VHOHFWHG�6RFLDO�)XQGV��6)��DV�SHUFHQWDJH�RI�*'3
DQG�6RFLDO�([SHQGLWXUH��6(���VRFLDO�H[SHQGLWXUH�*'3�UDWLR�
UHDO�VRFLDO�H[SHQGLWXUH�SHU�FDSLWD ��

7DEOH�� 6RFLDO�H[SHQGLWXUH�*'3�UDWLR�DQG�VRFLDO�H[SHQGLWXUH�SHU�FDSLWD
LQ�FRQVWDQW�SULFHV�SUH�FULVLV�DGMXVWPHQW����\HDUV�EHIRUH�WKH�ODXQFK�RI�6)V
DQG�GXULQJ�WKH�6)V ��

7DEOH�� 3RYHUW\�WUDQVLWLRQ�PDWUL[�EHWZHHQ�EHIRUH�DQG�DIWHU�DGMXVWPHQW ��

)LJXUH� &KDQJHV�LQ�6RFLDO�([SHQGLWXUH��6(���VRFLDO�H[SHQGLWXUH�*'3�UDWLR�
DQG�UHDO�*'3�SHU�FDSLWD ��
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,�ZRXOG�OLNH�WR�WKDQN�6DPSVD�.LLVNL�IRU� WKH�FRPSLODWLRQ�RI�7DEOHV���DQG����=VX]VDQQD
2LQDV�IRU�KHU�H[FHOOHQW�DVVLVWDQFH�LQ�WKH�VHDUFK�RI�WKH�ELEOLRJUDSK\��DQG�.H�<RXQJ�&KX
IRU�VKDULQJ�GUDIWV�RI�KLV�RQJRLQJ�UHVHDUFK�LQ�WKLV�DUHD��,�ZRXOG�DOVR�OLNH�WR�H[SUHVV�P\
JUDWLWXGH�WR�7RQ\�$GGLVRQ��.H�<RXQJ�&KX��*HUU\�+HOOHLQHU��6DPSVD�.LLVNL��0DQVRRE
0XUVKHG��6DQMD\�5HGG\�DQG�WKH�SDUWLFLSDQWV� WR�WKH�7HFKQLFDO�:RUNLQJ�*URXS�0HHWLQJ
RI�WKH�*�����&RORPER�����0DUFK�������IRU�H[WHQVLYH�DQG�YHU\�XVHIXO�FRPPHQWV�RQ�DQ
HDUOLHU�GUDIW�RI�WKLV�SDSHU��$OO�UHPDLQLQJ�LQDFFXUDFLHV�DUH�REYLRXVO\�P\�RZQ�

*LRYDQQL�$QGUHD�&RUQLD
$SULO�����
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:HOO�EHIRUH�WKH�LQWURGXFWLRQ�RI�DGMXVWPHQW�UHODWHG�6RFLDO�)XQGV��6)V���PDQ\�GHYHORSLQJ
FRXQWULHV� KDG� GHYHORSHG� 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� DEVRUEHG
FRQVLGHUDEOH�UHVRXUFHV������SHU�FHQW�RI�*'3��H[FOXGLQJ�VRFLDO�LQVXUDQFH��DQG�KDG�D�ODUJH
LPSDFW� RQ� MRE� FUHDWLRQ�� LQFRPH� VXSSRUW� DQG� QXWULWLRQ�� IRU� LQVWDQFH�� LQ� ������ &KLOH
V
SXEOLF� ZRUNV� SURJUDPPH� DEVRUEHG� ��� SHU� FHQW� RI� WKH� ODERXU� IRUFH�� 7KHLU� DELOLW\� WR
H[SDQG�TXLFNO\�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\�JRRG�WDUJHWLQJ�

6)V�LV�D�EURDG�WHUP�ZKLFK�UHIHUV�WR�D�YDULHW\�RI�SURJUDPPHV²6RFLDO�(PHUJHQF\�)XQGV
�6()V��� 6RFLDO� ,QYHVWPHQW� )XQGV� �6,)V�� DQG� 6RFLDO�$FWLRQ� 3URJUDPPHV� �6$3V�²WKDW
HYROYHG� GXULQJ� WKH� ODVW� WHQ� \HDUV� DW� WKH� LQLWLDWLYH� RI� WKH� %UHWWRQ� :RRGV� ,QVWLWXWLRQV
�%:,�� WR� RIIVHW� WKH� LQFUHDVH� LQ� SRYHUW\� LQGXFHG� E\� DGMXVWPHQW�� 6)V� GLVWLQJXLVKHG
WKHPVHOYHV� IURP� WUDGLWLRQDO� SURJUDPPHV� EHFDXVH�� WKH\� KDG� D� VWURQJ� VKRUW� WHUP
DQWLF\FOLFDO� FKDUDFWHU�� ZHUH� PRVWO\� PXOWLVHFWRUDO�� HPSKDVL]HG� HPSOR\PHQW� JHQHUDWLRQ
DQG� KXPDQ� FDSLWDO� IRUPDWLRQ� DQG� QRW� VR� PXFK� IRRG� VXEVLGLHV� DQG� VRFLDO� LQVXUDQFH�
UHOLHG�PRVWO\�RQ�GHPDQG�GULYHQ� VFKHPHV��ZHUH� UXQ�E\� WHPSRUDU\� DXWRQRPRXV�ERGLHV�
KDG�IDLUO\�KLJK�FRVWV�SHU�FDSLWD�IRU�ERWK�ZDJH�DQG�QRQ�ZDJH�LWHPV��IRFXVHG�PDLQO\�RQ
WKH�VRFLDO�JURXSV�DIIHFWHG�E\�DGMXVWPHQW��DQG�FRXQWHG�RQ�JUHDWHU�YLVLELOLW\�DQG�H[WHUQDO
VXSSRUW� WKDQ� QRUPDO� JRYHUQPHQW� SURJUDPPHV�� $V� RI� ODWH�� 6,)V� LQFUHDVLQJO\� VWDUWHG
VKLIWLQJ�WRZDUGV�SHUPDQHQW�FRPPXQLW\�EDVHG�SURJUDPPHV�RIWHQ�VXSSRUWHG�E\�ORFDO�DQG
IRUHLJQ�1*2V�IRFXVVLQJ�RQ� WKH�FUHDWLRQ�RI� VRFLDO� LQIUDVWUXFWXUH� LQ� UHJLRQV�ZKHUH� VWDWH
VHUYLFHV�ZHUH�DEVHQW�RU�GHILFLHQW�

6)V� KDYH� EHHQ� LQWURGXFHG� LQ� PRUH� WKDQ� ��� FRXQWULHV�� 7KH\� KDYH� EHHQ� H[WUHPHO\
FRPPRQ� LQ� /DWLQ� $PHULFD�� YHU\� FRPPRQ� LQ� $IULFD�� DQG� UDUH� EXW� EHFRPLQJ� PRUH
FRPPRQ� LQ� 6RXWK�$VLD�� WKH� ORZ�LQFRPH� HFRQRPLHV� LQ� WUDQVLWLRQ� DQG�� UHFHQWO\�� 6RXWK
(DVW�$VLD�DQG�(DVW�$VLD��6)V�FRXQWHG�RQ�OLPLWHG�UHVRXUFHV����������SHU�FHQW�RI�*'3��SHU
SURJUDPPH�\HDU��LQ�$IULFD��DQG���������LQ�/DWLQ�$PHULFD��,Q�������WKH�:RUOG�%DQN��WKH
VWDXQFKHVW� DGYRFDWH� RI� 6)V�� KDG� D� 6)� SRUWIROLR� RI� RQO\� ���� 86�� ELOOLRQ� RXW� RI� WRWDO
FRPPLWPHQWV� RI� ����86�� ELOOLRQ�� 3UHOLPLQDU\� ����� GDWD� RQ� 6RXWK� (DVW�$VLD� VXJJHVW
KLJKHU�DPRXQWV��EHWZHHQ�����DQG�����SHU�FHQW�RI�*'3��� WKRXJK� LW� LV�XQFOHDU�RYHU�KRZ
PDQ\�\HDUV�WKHVH�ZLOO�EH�GLVEXUVHG��,Q�DGGLWLRQ��6)V�GLG�QRW�KDYH�DQ�HIIHFW�RQ�WKH�WRWDO
VRFLDO�H[SHQGLWXUH�*'3�UDWLR��DV�LQ�PRVW�FDVHV�WKH�ULVH�RI�WKH�ODWWHU�GXULQJ�WKH�\HDUV�RI
H[HFXWLRQ�RI�WKH�6)V�ZDV�OHVV�WKDQ�WKH�GURS�WKDW�RFFXUUHG�GXULQJ�WKH�\HDUV�RI�FULVLV�DQG
DGMXVWPHQW�

1RWZLWKVWDQGLQJ� WKH� YLVLELOLW\� WKH\� HQMR\HG�� EXW� QRW� VXUSULVLQJ� JLYHQ� WKHLU� ORZ
UHVRXUFLQJ��6)V�SOD\HG�D�PLQRU�UROH�LQ�UHGXFLQJ�WKH�QXPEHU�RI�DGMXVWPHQW��DQG�FKURQLF�
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SRRU��DQG�LQ�UHYHUVLQJ�DGYHUVH�VKLIWV�LQ�LQFRPH�GLVWULEXWLRQ��,Q�PRVW�FDVHV��WKH�QXPEHU
RI�MREV�DGGHG�WR�WKH�HFRQRP\�ZDV�OHVV�WKDQ�����SHU�FHQW�RI�WRWDO�HPSOR\PHQW��7KLV�ZDV
GXH� SDUWO\� WR� WKHLU� OLPLWHG� IXQGLQJ�� SRRU� WDUJHWLQJ� DQG� LQDGHTXDWH� VHTXHQFLQJ�� DV� 6)V
ZHUH� JHQHUDOO\� LQWURGXFHG� DIWHU� \HDUV� RI� FULVLV� DQG� DGMXVWPHQW�� :KLOH� 6)V� ZHUH
LPSOHPHQWHG�PRUH�UDSLGO\� WKDQ�JRYHUQPHQW�SURJUDPPHV�� WKHLU�XQLW� FRVWV�ZHUH�KLJKHU�
PDNLQJ�WKHLU�UHSOLFDWLRQ�DW�WKH�QDWLRQDO�OHYHO� LPSRVVLEOH��7heir sustainability improved
with the introduction of SIFs which fostered low cost approaches to health and
education with the help of YLOODJH�RUJDQL]DWLRQV� ORFDO�JRYHUQPHQWV�� WKH�SULYDWH� VHFWRU
DQG� IRUHLJQ� GRQRUV�� <HW�� ZKLOH� WKLV� DSSURDFK� KDV� DGYDQWDJHV� LQ� ZHDN� VWDWHV� DQG
HPHUJHQF\� VLWXDWLRQV�� LWV� HIIHFWLYHQHVV� UHPDLQV� GRXEWIXO� LQ� FRXQWULHV� ZKHUH� FRVW�
HIIHFWLYH�VRFLDO�SURJUDPPHV�H[LVW�RU�FDQ�EH�GHYHORSHG�

'HVSLWH� \HDUV� RI� VRFLDO� H[SHQGLWXUH� FXWV�� HYHQ�PRGHUDWH� VL]H� 6)V� FRXOG� KDYH� EURXJKW
DERXW�LPSRUWDQW�ZHOIDUH�JDLQV�KDG�WKHLU�H[SHQGLWXUH�EHHQ�DOORFDWHG�WR�WKH�SRRUHVW�JURXSV
DQG�WR�KLJK�HIILFLHQF\�SURJUDPPHV��+RZHYHU��6)V�UDUHO\�IRFXVHG�RQ�DFWLYLWLHV�ZLWK�WKH
KLJKHVW� VRFLDO� UDWHV� RI� UHWXUQ� EXW� UDWKHU� RQ� DFWLYLWLHV� WKDW� UHTXLUHG� OLWWOH� SURJUDPPH
SUHSDUDWLRQ�DQG�KDG�ODUJH�GHPRQVWUDWLRQ�HIIHFWV�� ,QGHHG�� WKH�WDUJHWLQJ�SUHFLVLRQ�RI�6)V
KDV� EHHQ� ORZHU� WKDQ� WKDW� RI� PRVW� SUH�DGMXVWPHQW� VDIHW\� QHWV� ZKLFK�� DV� QRWHG�� DOVR
FRYHUHG� D� JUHDWHU� VKDUH� RI� WKH� SRRU�� :KLOH� 6)V� WDUJHWHG� E\� REMHFWLYH� FULWHULD� �ORZ�
LQFRPH� DUHDV�� IHPDOH�KHDGHG� KRXVHKROGV�� HWF��� PRUH� HIIHFWLYHO\� UHDFKHG� WKH� SRRU�
WDUJHWLQJ�LPEDODQFHV�E\�UHJLRQ�DQG�VRFLDO�FODVV�ZHUH�IUHTXHQW��2QH�RI�WKH�FDXVHV�RI�WKLV
SKHQRPHQRQ�ZDV� WKHLU� 
GHPDQG�GULYHQ
� QDWXUH�� DV�PDQ\�SURMHFWV�ZHUH� VHOHFWHG� DPRQJ
WKH� SURSRVDOV� VXEPLWWHG� E\� PXQLFLSDOLWLHV� DQG� 1*2V�� :KLOH� WKLV� PD\� OHDG� WR� WKH
VHOHFWLRQ�RI�SURMHFWV�EHWWHU�UHVSRQGLQJ�WR�WKH�QHHGV�RI�WKH�SRSXODWLRQV�DIIHFWHG��LW�RIWHQ
WHQGV� WR� VKRUW�FLUFXLW� WKH� YHU\� SRRU� ZKR� KDYH� D� OLPLWHG� FDSDFLW\� WR� DUWLFXODWH� WKHLU
GHPDQGV�DQG�PRELOL]H�FRXQWHUSDUW�IXQGV�

$OO�LQ�DOO��6)V�KDYH�SURYHQ�WR�EH�QR�SDQDFHD��0DQ\�RI� WKHP�ZHUH�IRUPXODWHG�ZLWK�WKH
SROLWLFDO� REMHFWLYH� WR� UHGXFH� GRPHVWLF� RSSRVLWLRQ� WR� WKH� DGMXVWPHQW� SURFHVV�� DQG� LQ
SDUWLFXODU�RI�PROOLI\LQJ�WKH�LQIOXHQWLDO�JURXSV�DIIHFWHG�E\�DGMXVWPHQW��*UHDWHU�LPSDFW�RQ
SRYHUW\�ZRXOG�KDYH� UHTXLUHG�PXFK� ODUJHU� UHVRXUFHV��PRUH�SHUPDQHQW� UHOLHI� VWUXFWXUHV�
LPSURYHG� SODQQLQJ� DQG� WDUJHWLQJ� DQG�� HVSHFLDOO\�� EHWWHU� FRRUGLQDWLRQ� DQG� VHTXHQFLQJ
ZLWK� WKH� ILVFDO� FXWV� HQWDLOHG� E\� PDFURHFRQRPLF� DGMXVWPHQW�� D� IDFW� XQGHUVFRUHG� RQFH
PRUH�E\�WKH�UHFHQW�,QGRQHVLDQ�H[SHULHQFH��$OZD\V��H[�DQWH�PDFUR�SROLF\�GHFLVLRQV�KDYH
KDG�D�JUHDWHU� LPSDFW�RQ�HPSOR\PHQW�� LQFRPHV�DQG�SRYHUW\� WKDQ�H[�SRVW�6)V��7KH�NH\
TXHVWLRQ�WKHQ�LV�ZKHWKHU�DOWHUQDWLYH�PDFUR�SROLFLHV�ZLWK�D�OHVV�PDUNHG�VRFLDO�LPSDFW�FDQ
EH� IROORZHG�� $PRQJ� RWKHUV�� D� UHFHQW� H[WHUQDO� HYDOXDWLRQ� RI� ,0)�VSRQVRUHG� (6$)V
FRQFOXGHG�WKDW�WKHUH�LV�VRPH�URRP�IRU�PDQRHXYUH�LQ�WKLV�DUHD�
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)URP�WKH�SROLWLFDO�HFRQRPLF�SHUVSHFWLYH��WKH�����V�DQG�����V�FDQ�FHUWDLQO\�EH�GHVFULEHG
DV� 
GHFDGHV�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� VWDELOL]DWLRQ�� 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�
$� URXJK� LGHD� RI� WKH� LQWHQVLW\� RI� WKLV� HIIRUW� DW� SROLF\� UHIRUP� FDQ� EH� JUDVSHG� IURP� WKH
QXPEHU�RI�DGMXVWPHQW�SURJUDPPHV�FDUULHG�RXW�ZLWK�WKH�DVVLVWDQFH�RI�WKH�%UHWWRQ�:RRGV
,QVWLWXWLRQV� �%:,�� GXULQJ� WKLV� SHULRG�� ZKLOH� LQ� WKH� ����V� WKH� QXPEHU� RI� FRXQWULHV
LQLWLDWLQJ� SURJUDPPHV� ZLWK� WKH� VXSSRUW� RI� WKH� ,0)� DYHUDJHG� DERXW� ��� SHU� \HDU�� LW
LQFUHDVHG�IURP���� WR����EHWZHHQ����������&RUQLD�HW�DO�������������$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�&RWH
G
,YRLUH� XQGHUWDNLQJ� EHWZHHQ� ��� DQG� ��� �-HVSHUVHQ�� 7DEOH� ������ 7KH� HIIRUW� DW� SROLF\
UHIRUP�FRQWLQXHG�XQDEDWHG� LQ� WKH�����V�ZLWK� WKH�RQVHW�RI� WKH� WUDQVLWLRQ� WR� WKH�PDUNHW
HFRQRP\�DQG��PRUH�UHFHQWO\��ZLWK�WKH�HUXSWLRQ�RI�WKH�
$VLDQ�FULVLV
�

7KH�SRYHUW\��GLVWULEXWLYH�DQG�JURZWK�LPSDFW�RI�WKHVH�UHIRUP�SURJUDPPHV�KDV�EHHQ�DQG
UHPDLQV�WKH�REMHFW�RI�FRQWLQXRXV�GHEDWH��7KLV�GHEDWH�KDV� OHG� WR�D�JUDGXDO�HYROXWLRQ� LQ
WKH�SROLF\�VWDQFH�RI�WKH�:RUOG�%DQN�DQG��PRUH�UHFHQWO\��RI�WKH�,0)��'XULQJ�WKH�ILUVW�KDOI
RI� WKH�����V��DGMXVWPHQW�FRQFHQWUDWHG�PDLQO\�RQ�UHVWRULQJ�PDFURHFRQRPLF�EDODQFH��DV
WKH�%:,� H[SHFWHG� WKDW� WKLV�ZRXOG� OHDG� WR� D� UDSLG� UHVXPSWLRQ� RI� JURZWK�� DQG� WKDW� WKH
LQWHUHVWV�RI�WKH�SRRU�ZHUH�EHVW�VHUYHG�E\�WKH�UHVWRUDWLRQ�RI�PDFURHFRQRPLF�EDODQFH�

,W�VRRQ�EHFDPH�DSSDUHQW��KRZHYHU��WKDW�WKH�UHVXPSWLRQ�RI�JURZWK�ZRXOG�WDNH�ORQJHU�WKDQ
LQLWLDOO\�H[SHFWHG�� WKDW�DGMXVWPHQW�FDXVHG� DW� OHDVW� D� WHPSRUDU\� LQFUHDVH� LQ�SRYHUW\� DQG
WKDW�� LQ� WKH� LQWHULP�� PHDVXUHV� ZHUH� QHHGHG� WR� RIIVHW� WKH� VRFLDO� FRVWV� LPSRVHG� E\
DGMXVWPHQW� RQ� YXOQHUDEOH� JURXSV� DQG� HQKDQFH� WKH� SROLWLFDO� YLDELOLW\� RI� WKH� UHIRUPV
�:RUOG� %DQN� ������� ,Q� ������ WKH�:RUOG� %DQN� ����������� SXEOLFO\� DFNQRZOHGJHG� WKH
QHHG� WR� GHYHORS� VSHFLDO� 6RFLDO� )XQGV� �6)V�� ZKLFK� ZHUH� WR� DFFRPSDQ\� DQ� XQDOWHUHG
DSSURDFK� WR� DGMXVWPHQW� IRFXVLQJ� RQ� UDSLG� PDFURHFRQRPLF� VWDELOL]DWLRQ� DQG� SULFH
UHIRUP��,QGHHG��VWDUWLQJ�IURP�������D�IHZ�GHYHORSLQJ�FRXQWULHV�KDG�VWDUWHG�LQWURGXFLQJ
VHPL�DXWRQRPRXV�DQG�IDVW�GLVEXUVLQJ�6)V�DLPHG�DW�FRPSHQVDWLQJ�WKH� 
DGMXVWPHQW�SRRU

E\�PHDQV�RI�DQWLF\FOLFDO�LQFRPH�PDLQWHQDQFH�DQG�VRFLDO�H[SHQGLWXUH�SURJUDPPHV��ZLWK
WKH�SHUVLVWHQFH�RI�HFRQRPLF�VWDJQDWLRQ��VRPH�RI�WKHVH�SURJUDPPHV�ORVW�WKHLU�DQWLF\FOLFDO
QDWXUH�DQG�EHFDPH�VHPL�SHUPDQHQW���7KLV� LV� WKH�SKDVH�ZKLFK�VDZ� WKH�GHYHORSPHQW�RI
WKH�ILUVW�VL]HDEOH�6RFLDO�(PHUJHQF\�)XQGV��6()V��RI�*KDQD�DQG�%ROLYLD��$W�D�ODWHU�VWDJH�
WKH� GLVWLQFWLRQ� EHWZHHQ� 
DGMXVWPHQW� SRRU
� DQG� 
FKURQLF� SRRU
� VWDUWHG� WR� EH� GHOLEHUDWHO\
EOXUUHG�DQG�WKH�VFRSH�RI�6)V�ZDV�JUDGXDOO\�HQODUJHG�VR�DV�WR�DGGUHVV�DOVR�WKH�SUREOHPV
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RI�WKH�
FKURQLF�SRRU
�ZKR��GHVSLWH�WKH�DGMXVWPHQW�UHIRUPV��ZHUH�VWLOO�EHLQJ�E\SDVVHG�E\
JURZWK�DQG�ZHOIDUH�SURJUDPPHV�

,Q� D� WKLUG� SKDVH�� WKH� 6)V� LQFUHDVLQJO\� VKLIWHG� IURP� 
FRPSHQVDWRU\
� WR� 
SURPRWLYH

PHDVXUHV�� 7KH\� VRXJKW�� LQ� RWKHU� ZRUGV�� WR� LQFRUSRUDWH� WKH� SRRU� LQWR� WKH� SURGXFWLRQ
SURFHVV�E\�LQFUHDVLQJ�WKHLU�KXPDQ�DQG�SK\VLFDO�DVVHWV�� ,W� LV�GXULQJ�WKLV�SHULRG�WKDW�RQH
FDQ�WUDFH�WKH�HYROXWLRQ�RI�6()V�LQWR�6RFLDO�,QYHVWPHQW�)XQGV��6,)V��ZKLFK�HIIHFWHG��E\
DQG� ODUJH�� D� SURJUDPPDWLF� VKLIW� IURP� LQFRPH� PDLQWHQDQFH� WR� FRPPXQLW\�EDVHG
SURYLVLRQ�RI�VRFLDO�VHUYLFHV�

,W� LV� GLIILFXOW� WR� DVVHVV� WKH� SUHFLVH� QXPEHU� RI� 6)V� LQWURGXFHG� LQ� WKH�ZDNH� RI�� RU� �OHVV
IUHTXHQWO\�� FRQFXUUHQWO\� ZLWK�� DGMXVWPHQW� SURJUDPPHV�� 7KH� OLWHUDWXUH� LQ� WKLV� DUHD
LQGLFDWHV�WKDW�DOPRVW�HYHU\�FRXQWU\�LQ�$IULFD�DQG�/DWLQ�$PHULFD�KDV�VLQFH�WKH�ODWH�����V
ODXQFKHG�VRPH�NLQG�RI�6)V��81&7$'�������*ODHVVQHU�HW�DO��������0DUF�HW�DO�������
5HGG\�������%LJLR�������� ,Q�DGGLWLRQ��PRVW� WUDQVLWLRQDO�HFRQRPLHV�ZHUH�HQJDJHG� LQ�D
GHHS�UHYLVLRQ�RI�WKHLU�VRFLDO�LQVXUDQFH�V\VWHPV�DQG�HVWDEOLVKHG�XQHPSOR\PHQW�LQVXUDQFH
DQG�VRFLDO�DVVLVWDQFH��6)V�ZHUH�OHVV�IUHTXHQW��WKRXJK�DFWLYLWLHV�LQ�WKLV�DUHD�ZHUH�LQLWLDWHG
LQ�VRPH�RI�WKH�SRRUHVW�FRXQWULHV�

7KH�LPSDFW�RI�WKH�6)V�LV�GLIILFXOW�WR�DVVHVV��QRW�OHDVW�EHFDXVH�GXULQJ�WKHLU�FRPSDUDWLYHO\
EULHI� H[LVWHQFH�� WKHLU� REMHFWLYHV�� PDLQ� DFWLYLWLHV�� WDUJHW� SRSXODWLRQ�� IXQGLQJ� SDWWHUQV�
DGPLQLVWUDWLYH� PHFKDQLVPV� DQG� LQVWLWXWLRQDO� VHW�XS� KDYH� FRQWLQXRXVO\� HYROYHG�� 7KHLU
LPSDFW�KDV�DOVR�YDULHG�LQ�UHODWLRQ�WR�WKH�VWUHQJWK�RI� WKH�VRFLDO�SURWHFWLRQ�DUUDQJHPHQWV
LQKHULWHG�IURP�WKH�SUH�DGMXVWPHQW�WUDQVLWLRQ�HUD��DQG�WR�WKH�VRFLDO�LPSDFW�RI�DGMXVWPHQW
SROLFLHV�WKHPVHOYHV�ZKLFK��LQ�WXUQ��KDYH�HQMR\HG�YDU\LQJ�GHJUHHV�RI�VXFFHVV�LQ�GLIIHUHQW
FRXQWU\�VHWWLQJV��(YHQ�ZHOO�GHVLJQHG�� �IXQGHG�DQG��LPSOHPHQWHG�6)V�FRXOG�QRW�� LQ� WKH
HQG��FRPSHQVDWH�IRU�WKH�QHJDWLYH�LPSDFW�RI�ODUJH�FULVHV�RI�LOO�GHVLJQHG�GHYHORSPHQW�RU
DGMXVWPHQW�SROLFLHV�

'HVSLWH� WKHVH� PHWKRGRORJLFDO� GLIILFXOWLHV�� WKLV� SDSHU� DUJXHV� WKDW�� QRWZLWKVWDQGLQJ� WKH
YLVLELOLW\�DQG�KLJK�OHYHO�VXSSRUW�WKH\�HQMR\HG��PRVW�6)V²SDUWLFXODUO\�WKRVH�RI�WKH�ILUVW
JHQHUDWLRQ� �6()V�� DQG� WKRVH� GHYHORSHG� LQ� VXE�6DKDUDQ� $IULFD²DURXVHG� PLVSODFHG
H[SHFWDWLRQV� EXW� SOD\HG� D� PLQRU� UROH� LQ� UHGXFLQJ� WKH� QXPEHU� RI� XQHPSOR\HG� DQG

DGMXVWPHQW� SRRU
�� OHW� DORQH� 
FKURQLF� SRRU
�� 7KLV� ZDV� GXH� SDUWO\� WR� WKHLU� YHU\� OLPLWHG
IXQGLQJ� DQG� SDUWO\� WR� WKHLU� SRRU� WDUJHWLQJ�� ,Q� DGGLWLRQ�� ZKLOH� 6()V� ZHUH� JHQHUDOO\
LPSOHPHQWHG�PRUH� IOH[LEO\� DQG� UDSLGO\� WKDQ� VWDWH� ZHOIDUH� SURJUDPPHV�� LI� DFFRXQW� LV
WDNHQ�RI� WKHLU�KLJKHU�XQLW� FRVWV�SHU�FDSLWD�� WKHLU�HFRQRPLF�HIILFLHQF\�KDV�QRW� JHQHUDOO\
EHHQ�JUHDWHU�WKDQ�WKDW�RI�RUGLQDU\�VRFLDO�SURJUDPPHV��6WHZDUW�DQG�YDQ�GHU�*HHVW�������
'XH� WR� WKHLU� OLPLWHG� GXUDWLRQ� DQG� WKHLU�PRUH� JHQHUDO� LQDELOLW\� WR� IRVWHU� LQQRYDWLRQ� LQ
SDUDOOHO�EUDQFKHV�RI�JRYHUQPHQW��WKH\�KDYH�DOVR�QRW�EHHQ�DEOH�WR�IRVWHU�WKH�DGRSWLRQ�RI
PRUH� IOH[LEOH�DQG�GHFHQWUDOL]HG�DSSURDFKHV� WR� WKH�GHOLYHU\�RI� VRFLDO� VHUYLFHV� LQ� VRFLDO
PLQLVWULHV��)LQDOO\�� WKH�HPSKDVLV�SODFHG�GXULQJ� WKH� ODVW�GHFDGH�RQ�VKRUW�WHUP�6)V�PD\
KDYH� DOVR� GLYHUWHG� WKH� DWWHQWLRQ� RI� SROLF\PDNHUV� IURP� WKH� H[WHQVLRQ� DQG� UHIRUP� RI
H[LVWLQJ�IRUPDO�VRFLDO�VHFXULW\�DUUDQJHPHQWV��WKXV�GLYHUWLQJ�DWWHQWLRQ�DQG�UHVRXUFHV�IURP
EXLOGLQJ�FDSDFLW\�LQ�WKH�FRUH�VRFLDO�PLQLVWULHV�
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6HFRQG�DQG�WKLUG�JHQHUDWLRQ�6)V�KDYH�EHHQ�OHVV�DIIHFWHG�E\�VRPH�RI�WKHVH�SUREOHPV��7KH
HPSKDVLV�RI�6,)V�RQ�FRPPXQLW\�SDUWLFLSDWLRQ�DQG�D�PXOWLSOLFLW\�RI�SULYDWH��1*2��DQG
ORFDO�FHQWUDO� JRYHUQPHQW� SURYLGHUV�� PD\� KDYH� SURPRWHG� VRFLDO� REMHFWLYHV� LQ� QDWLRQDO
GHYHORSPHQW�� KHOSHG� LQ� PRELOL]LQJ� DGGLWLRQDO� HQHUJLHV� DQG� UHVRXUFHV� IURP� WKH
FRPPXQLWLHV��DQG�KHOSHG�LQ�H[WHQGLQJ�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�LQ�DUHDV�QRW�UHDFKHG
E\�JRYHUQPHQWV��$OVR�LQ�WKLV�FDVH��KRZHYHU��LW�LV�WRR�VRRQ�WR�FRQFOXGH�WKDW�WKH�DSSURDFK
WR�WKH�SURYLVLRQ�RI�ORZ�FRVW�EDVLF�VHUYLFHV�IROORZHG�E\�
WKLUG�JHQHUDWLRQ�6,)V
�KDV�VKRZQ
WR� EH� FRQVLVWHQWO\� VXSHULRU²HYHQ� LQ� FRXQWULHV� ZLWK� ZHDN� SXEOLF� LQVWLWXWLRQV²WR� WKH
VWDQGDUG�VWDWH�FHQWUHG�DSSURDFK�

$OO�LQ�DOO��6)V�DUH�QR�SDQDFHD��6XVWDLQDEOH�SRYHUW\�UHGXFWLRQ�UHTXLUHV�D�FRPSOHPHQWDU\
PDFURHFRQRPLF� SROLF\�ZKLFK� WDNHV� LQWR� FRQVLGHUDWLRQ� LWV� VRFLDO� LPSDFW�� JUHDWHU� ORQJ�
WHUP� LQYHVWPHQWV� LQ� VRFLDO� FDSLWDO�� DQG� WKH� GHYHORSPHQW� RI� SHUPDQHQW� VRFLDO� VHFXULW\
V\VWHPV� ZKLFK²ZKLOH� GUDZLQJ� RQ� FRPPXQLWLHV�� WKH� SULYDWH� VHFWRU� DQG� ORFDO
DGPLQLVWUDWLRQV²DUH�SDUW� RI� D�QDWLRQZLGH� IUDPHZRUN�� ,QGHHG�� XQVXUSULVLQJO\�� WKH� QHZ
6)V� KDYH� ZRUNHG� EHWWHU� ZKHUH� VXFK� LQVWLWXWLRQDO� IUDPHZRUN� DOUHDG\� H[LVWHG�� 7KLV
FRQFOXVLRQ� HPSKDVL]HV� WKH�XUJHQF\�RI�EXLOGLQJ�� LQ�QRUPDO� WLPHV�� SHUPDQHQW� DQG� FRVW�
HIIHFWLYH� VRFLDO� VHFXULW\� V\VWHP�� LQFOXGLQJ� WKH� IRUPDO� W\SH�� DQG�� DV� WKH� 6RXWK� ,QGLDQ
H[SHULHQFH�VKRZV��LQFOXGLQJ�LQ�ORZ�LQFRPH�DJUDULDQ�VHWWLQJV�
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��� 0DLQ�IRUPDO�DQG�LQIRUPDO�SURJUDPPHV

3ULRU�WR�WKH�LQWURGXFWLRQ�RI�6)V��PDQ\�GHYHORSLQJ�FRXQWULHV�KDG�EXLOW�D�YDULHW\�RI�VRFLDO
VDIHW\�QHWV�FRPSULVLQJ�IRRG�VXEVLGLHV��GLUHFW�QXWULWLRQ�LQWHUYHQWLRQV��HPSOR\PHQW�EDVHG
VFKHPHV� DQG�� LQ� IHZ� FDVHV�� WDUJHWHG� VRFLDO� DVVLVWDQFH� WUDQVIHUV��0DQ\� PLGGOH�LQFRPH
FRXQWULHV�KDG�DOVR�LQWURGXFHG�VRFLDO�LQVXUDQFH�SURJUDPPHV�ZKLFK�SURWHFWHG²WR�YDULRXV
GHJUHHV� DQG�ZLWK�ZLGHO\� GLIIHUHQW� FRYHUDJH²DJDLQVW� WKH� ULVNV� RI� XQHPSOR\PHQW�� ROG�
DJH�� LQMXU\�� VLFNQHVV�� PDWHUQLW\� DQG� ZLGRZKRRG�� )LQDOO\�� LQ� DOO� FRXQWULHV� WUDGLWLRQDO
IDPLO\��RU�FRPPXQLW\�EDVHG�PHFKDQLVPV�SURYLGHG��LQ�QRUPDO�WLPHV��UHOLHI�DJDLQVW�VRPH
RI� WKH�ZRUVW� IRUPV� RI� SRYHUW\� RU� FRQWLQJHQW� ULVNV� �$KPDG�HW� DO�� �������7KRXJK� WKHVH
SURJUDPPHV�FRQVWLWXWHG�HIILFLHQW� VRFLDO�SURWHFWLRQ� V\VWHPV� LQ� VHYHUDO� FRXQWULHV�ZKLFK�
UHJDUGOHVV�RI� WKHLU� LQFRPH�OHYHO��KDG�PDGH�VRFLDO�VHFXULW\�D�SULRULW\��PRVW�6)V�GLG�QRW
WDNH� LQVSLUDWLRQ�IURP�WKHVH�SULRU�H[SHULHQFHV��7KH�PDLQ�IHDWXUHV�RI� WKH�SUH�DGMXVWPHQW
VRFLDO� SURWHFWLRQ� DUUDQJHPHQWV� DUH� WKHUHIRUH� UHYLHZHG� KHUHDIWHU� ZLWK� WKH� SXUSRVH� RI
SURYLGLQJ�D�EDFNJURXQG�DJDLQVW�ZKLFK�WKH�6)V�LQWURGXFHG�RYHU�WKH�ODVW����\HDUV�FDQ�EH
DVVHVVHG�

����� ,QIRUPDO�VRFLDO�VHFXULW\�DUUDQJHPHQWV

,Q�PRVW�GHYHORSLQJ�DQG�VRPH�WUDQVLWLRQ�HFRQRPLHV��VXFK�DV�WKRVH�RI� WKH�&DXFDVXV�DQG
&HQWUDO�$VLD��WKH�H[WHQGHG�IDPLO\�DQG�WKH�FRPPXQLW\�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�VRFLDO
LQVXUDQFH�� LQFRPH� UHGLVWULEXWLRQ� DQG� SRYHUW\� DOOHYLDWLRQ� �VHH� WKH� FKDSWHUV� E\�$JDUZDO
DQG�3ODWWHDX�LQ�$KPDG�HW�DO��������7KH�H[WHQGHG�IDPLO\�ZDV�WKH�PDLQ�VRXUFH�RI�VXSSRUW
RI�WKH�HOGHUO\�DQG�SRRUHU�UHODWLYHV��&RPPXQLW\�OHYHO�IRRG�VHFXULW\�DUUDQJHPHQWV�IRU�WKH
QHHG\� ZHUH� FRPPRQ� �RIWHQ� UHIOHFWLQJ� UHOLJLRXV� QRUPV�� DQG� UHSUHVHQWHG� DQ� HIILFLHQW
VRFLDO� DVVLVWDQFH�PHFKDQLVP��0HDQZKLOH�� ODERXU� H[FKDQJHV� �HQVXULQJ� WKDW� EDVLF� WDVNV
ZHUH� FDUULHG�RXW�GXULQJ�RQH
V� VLFNQHVV��SURYLGHG� VRPH� IRUP�RI� LQIRUPDO� LQVXUDQFH�� ,Q
QRUPDO� WLPHV�� WKHVH� DUUDQJHPHQWV� ZRUNHG� UHODWLYHO\� ZHOO�� ,Q� SDUWLFXODU�� WKH\� DUH� OHVV
DIIHFWHG�WKDQ�IRUPDO�VFKHPHV�E\�LQIRUPDWLRQDO�DQG�DGYHUVH�VHOHFWLRQ�SUREOHPV�

����� )RUPDO��LQVXUDQFH�EDVHG��VRFLDO�VHFXULW\�SURJUDPPHV

7KHVH�H[LVWHG�LQ�DOO�(XURSHDQ�VRFLDOLVW�HFRQRPLHV��VHYHUDO�FRXQWULHV�RI�/DWLQ�$PHULFD�
DQG� D� IHZ� FRXQWULHV� RI� 6RXWK� (DVW� DQG� (DVW�$VLD� �7DEOH� ���� 7KHVH� SURJUDPPHV�ZHUH
PDLQO\�IDVKLRQHG�RQ�WKRVH�RI�WKH�LQGXVWULDOL]HG�FRXQWULHV�DQG�SURYLGHG�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� �7DEOH� ��� DQG� FRYHUHG� RYHU� WZR�WKLUGV� RI� WKH� DFWLYH
SRSXODWLRQ� �0HVD� /DJR� ������� ,Q� 0H[LFR�� 3DUDJXD\� DQG� PRVW� $QGHDQ� FRXQWULHV�
FRYHUDJH� UDWHV� UDQJHG�EHWZHHQ���±���SHU�FHQW�� DQG� LQ�&HQWUDO�$PHULFD�EHWZHHQ��±��
SHU� FHQW�� ,Q� WXUQ�� PRVW� �PLGGOH�LQFRPH�� VRFLDOLVW� HFRQRPLHV� KDG� DFKLHYHG� XQLYHUVDO
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FRYHUDJH�IRU�PRVW�ULVNV��ZLWK�WKH�H[FHSWLRQ�RI�XQHPSOR\PHQW�DQG�SRYHUW\��L�H��VFRXUJHV
WKDW�VRFLDOLVP�ZDV�VXSSRVHG�WR�KDYH�HUDGLFDWHG��7DEOH����

,Q�FRQWUDVW��LQ�PRVW�
$VLDQ�7LJHUV
��H[FHSW�0DOD\VLD��VRFLDO�LQVXUDQFH�SURJUDPPHV�ZHUH
ZHOO� EHORZ� WKH� OHYHO� SUHGLFWHG� E\� WKHLU� *'3� SHU� FDSLWD�� XUEDQL]DWLRQ� UDWH� DQG
GHYHORSPHQW� RI� WKH� IRUPDO� VHFWRU� �7DEOH� ���� 6RXWK� .RUHD� RQO\� UHFHQWO\� LQWURGXFHG
XQHPSOR\PHQW� LQVXUDQFH��ZKLFK� LV� VWLOO� YLUWXDOO\� DEVHQW� LQ� ,QGRQHVLD� DQG�7KDLODQG�� ,Q
WKH� ODWWHU�� IRU� LQVWDQFH�� WKH� 6RFLDO� 6HFXULW\� )XQG� SURYLGHV� VRPH� KHDOWK�� GLVDELOLW\� DQG
PDWHUQLW\� EHQHILWV� RQO\� WR� HPSOR\HHV� RI� ODUJH� ILUPV�� 7KLV� 
LQVWLWXWLRQDO
XQGHUGHYHORSPHQW
�FDQ�EH�H[SODLQHG�E\�WKH�ORZ�XQHPSOR\PHQW�H[SHULHQFHG�RYHU�WKUHH
GHFDGHV�RI�IDVW�JURZWK��EXW�ZKLFK�SURYHG�YHU\�FRVWO\�GXULQJ�WKH�FULVLV�RI�����±����VHH
ODWHU��

6HYHUDO�IDFWRUV�UHQGHUHG�WKH�:HVWHUQ�PRGHO�RI�VRFLDO�VHFXULW\�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�ZHUH��DQG�UHPDLQ��GLIIHUHQW�IURP�WKRVH
RI� WKH� LQGXVWULDOL]HG� FRXQWULHV�� DQG� ZHUH� XQOLNHO\� WR� EH� UHPRYHG� E\� LQVXUDQFH�EDVHG
LQWHUYHQWLRQV�� 6HFRQGO\�� SULYDWH�PDUNHWV� IRU� ULVN� LQVXUDQFH�ZHUH� XQGHUGHYHORSHG�� 7KLUGO\�
LQVXUDQFH�EDVHG�VFKHPHV�FRYHUHG�RQO\�WKH�FLYLO�VHUYDQWV�DQG�WKH�LQGXVWULDO�
ODERXU�HOLWH
��DQG
E\SDVVHG�WKH�VHOI�HPSOR\HG�DQG�HPSOR\HG�LQ�FDVXDO�MREV��)LQDOO\��WKH\�HQWDLOHG�XQLW�FRVWV�SHU
FDSLWD�ZKLFK�SUHYHQWHG�WKHLU�H[WHQVLRQ�RQ�D�QRQ�FRQWULEXWRU\�EDVLV�EHFDXVH�RI�WKH�SUREOHPV
HQFRXQWHUHG� LQ� PRELOL]LQJ� DGHTXDWH� UHYHQXH� IRU� WKLV� SXUSRVH�� 7KH� GRPLQDQW� YLHZ� ZDV�
WKHUHIRUH�� WKDW�ZLWKRXW�GUDVWLF�PRGLILFDWLRQV��:HVWHUQ�VW\OH� LQVXUDQFH�EDVHG� V\VWHPV� FRXOG
QRW� KDYH� SURWHFWHG� PXFK� RI� WKH� SRSXODWLRQ� RI� ORZ�LQFRPH� FRXQWULHV� IURP� WKH� HFRQRPLF
VKRFNV�DULVLQJ�IURP�WKH�DGRSWLRQ�RI�VWDELOL]DWLRQ�DQG�VWUXFWXUDO�DGMXVWPHQW�SURJUDPPHV�

+RZHYHU��DOUHDG\�LQ�WKH�SUH�DGMXVWPHQW�HUD��WKHUH�ZHUH�H[DPSOHV�RI�IRUPDO�DUUDQJHPHQWV�LQ
ORZ�LQFRPH�UXUDO�VHWWLQJV�WKDW�KDG�RYHUFRPH�WKH�OLPLWDWLRQV�RI�WKH�
:HVWHUQ�VRFLDO�LQVXUDQFH
PRGHO
� DQG� KDG� GHYHORSHG� D� ORZ�FRVW�� QRQ�FRQWULEXWRU\�� VWDWH�IXQGHG� VFKHPH� SURYLGLQJ
FRYHUDJH�DJDLQVW�NH\�ULVNV�RI�LPPLVHUDWLRQ��,QGHHG��DOVR�LQ�ORZ�LQFRPH�FRXQWULHV��FRQWLQJHQW
SRYHUW\� DULVLQJ� IURP� FLUFXPVWDQFHV� VXFK� DV� ROG� DJH�� VLFNQHVV�� GLVDELOLW\�� LQMXU\� DQG
ZLGRZKRRG�LV�D�PDLQ�IDFWRU�LQ�FKURQLF�SRYHUW\�WKDW�FDQQRW�EH�WDFNOHG�E\�PHDVXUHV�LQFUHDVLQJ
DFFHVV�WR�DVVHWV�RU�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�VXJJHVWHG�WKDW�WKH�WDUJHWLQJ�HIILFLHQF\�RI�WKH�SURJUDPPH�ZDV�KLJK��PRUDO
KD]DUG�GLG�QRW�SRVH�D�SUREOHP��EHFDXVH�RI�EHQHILW�OHYHO�DQG�GHVLJQ��DQG�RYHUKHDGV�ZHUH�ORZ
��±��SHU�FHQW���2Q�DOO�DFFRXQWV��FRQWLQJHQF\�UHODWHG�VRFLDO�DVVLVWDQFH�KDG�PXFK�EHWWHU�FRVW�
EHQHILW�UDWLRV�WKDQ�PDQ\�RWKHU�VDIHW\�QHWV��LQFOXGLQJ�VHOI�WDUJHWHG�HPSOR\PHQW�SURJUDPPHV
�LELG���� *XKDQ� ������� HVWLPDWHG� 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�



TABLE 1
EXPENDITURE ON SOCIAL INSURANCE PROGRAMMES IN SELECTED COUNTRIES, 1975 AND 1989

1975 Total
(% of GDP)

1989 Total
(% of GDP) Pensions

Other social
insurance (a

Family
allowance

Progr. for civil
servants

Public
assistance (b

1989 Total social
expend. per capita ($)

(shares of 1989 total expenditure)

Burkina Faso 1.1 0.8 42.2 37.5 20.3 - - 2.0
Kenya 0.7 1.1 41.0 16.4 – 41.4 1.2 3.8
Senegal 1.2 1.0 – 9.3 24.1 66.6 – 7.4

Bangladesh 0.004 0.0 – – – – – –
India 1.5 0.3 78.9 21.1 – – – 1.0
Sri Lanka 0.8 2.3 13.2  0.1 – 79.2 7.5 8.6

Thailand 0.02 0.02 – 100.0 – – – 0.2
Philippines 0.8 0.9 44.8 17.3 – 37.9 – 5.8
Malaysia 1.6 2.8 58.5 2.3 – 39.2 –  60.0

Brazil 5.7 5.4 77.0 13.9 1.3 7.8 – 41.4
Mexico 2.7 2.9 19.6 49.1 5.5 25.8 – 66.6
Argentina 6.5 3.9 80.1 2.1 17.8 – – 94.8
Costa Rica 4.2 7.4 24.4 – 75.6 – – 124.6
Chile 11.2 11.8 67.9 28.0 4.1 – – 207.2

Poland 15.0 9.9 65.7 8.1 21.5 2.4 2.3 156.0  (e
e

Bulgaria 12.9 15.2 56.0 33.0 11.0 – – 311.6
USSR 13.6 10.8 80.1 17.7 2.2 – – 401.6
Czechoslovakia 17.2 21.8 58.1 20.6 18.2 – 3.1 594.0

Memo item:
USA 11.7 12.2 38.9 23.6 – 13.5 24.0 2535.0
W. Europe (c 20.6 22.6 40.8 31.4 5.6 9.3 12.9 4056.5
Nordic countries (d 19.8 26.7 38.2 31.0 6.6 2.4 21.8 6175.8

Source:Elaboration by the author on ILO (1996).

Notes: (a) insurance expenditure against sickness, maternity, injury and unemployment; (b) includes payments to war victims; (c) unweighted average of France,
F.R. of Germany, Italy and the United Kingdom; (d) unweighted average of Denmark, Finland, Norway and Sweden; (e) 1988.

����
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����� (PSOR\PHQW�EDVHG�VDIHW\�QHWV

:KHUH� XQHPSOR\PHQW� LQVXUDQFH� ZDV� QRW� DYDLODEOH� RU� WRR� FRVWO\�� VHYHUDO� FRXQWULHV
GHYHORSHG�HPSOR\PHQW�EDVHG�VDIHW\�QHWV��)RU�SHRSOH�RI�ZRUNLQJ�DJH��VHYHUDO�DUJXPHQWV
MXVWLI\� WKH� DGRSWLRQ�RI� SXEOLF�ZRUN� VFKHPHV� RYHU� RWKHU� WUDQVIHU� SURJUDPPHV��7R� VWDUW
ZLWK�� SXEOLF� ZRUN� SURJUDPPHV� QRW� RQO\� SHUPLW� WKH� DFKLHYHPHQW� RI� VSHFLILF� SRYHUW\
DOOHYLDWLRQ� REMHFWLYHV� RYHU� WKH� VKRUW� UXQ�� EXW� DOVR� FRQWULEXWH� WR� WKH� JURZWK� RI
SURGXFWLYLW\� DQG� SRYHUW\� DOOHYLDWLRQ� RYHU� WKH� ORQJ� WHUP� E\� VSHHGLQJ� XS� FDSLWDO
IRUPDWLRQ��SDUWLFXODUO\�LI�WKLV�EHQHILWV�PRVWO\�WKH�SRRU��,Q�DGGLWLRQ��WKH\�DUH�OHVV�DIIHFWHG
E\� WKH� ODERXU� VXSSO\� DQG� DGYHUVH� VHOHFWLRQ� SUREOHPV� DVVRFLDWHG� ZLWK� GLUHFW� WUDQVIHU
SURJUDPPHV�� )RXU� RI� WKH� EHVW� NQRZQ�SUH�DGMXVWPHQW� SXEOLF�ZRUN� VFKHPHV� DUH� EULHIO\
UHYLHZHG�KHUHDIWHU�

7KH�0DKDUDVWUD�(PSOR\PHQW�*XDUDQWHH�6FKHPH��0(*6��ZDV�ODXQFKHG�RQ�RFFDVLRQ�RI
WKH�FURS�IDLOXUH�RI���������GXULQJ�ZKLFK�FHUHDO�SURGXFWLRQ�SHU�FDSLWD�KDG�IDOOHQ� WR���
SHU� FHQW� RI� LWV� �������� OHYHO� �'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���ZLWK����SHU�FHQW�RI�WKH�UXUDO
SRSXODWLRQ� RI� VHYHUDO� GLVWULFWV� WDNLQJ� SDUW� LQ� WKH� SURJUDPPH� �'Uq]H� ������� $V� 'Uq]H
QRWHV� �S�� ����� 
(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� LQ�VXEVHTXHQW�\HDUV��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� LPSRUWDQW� 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� DOUHDG\� FRYHUHG� ���� SHU� FHQW� RI� WKH� ODERXU� IRUFH� DQG
UHDFKHG�LWV�SHDN�GXULQJ�WKH���������UHFHVVLRQ�ZKHQ�WKH�2FFXSDWLRQDO�6FKHPH�IRU�+HDGV
RI�+RXVHKROGV� �32-+��ZDV� DOVR� LQWURGXFHG�� ,Q� ������ QR� OHVV� WKDQ� ��� SHU� FHQW� RI� WKH
ODERXU� IRUFH� �RU� ��� SHU� FHQW� RI� WKH� MREOHVV�� SDUWLFLSDWHG� LQ� HLWKHU� RI� WKHVH� WZR
SURJUDPPHV��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�

&RVWD�5LFD
V�PXOWLVHFWRUDO�)2'(6$)�ZDV�LQWURGXFHG�LQ�������ZHOO�EHIRUH�WKH�RQVHW�RI
WKH� FULVLV�� WR� GHYHORS� 
VXSSO\�GULYHQ
� SURJUDPPHV� LQ� D� YDULHW\� RI� DUHDV� �PRUWJDJH
VXEVLGLHV�� ZDWHU� VXSSO\� VFKHPHV�� VFKRRO� IHHGLQJ� SURJUDPPHV�� DQG� VR� RQ�� EHQHILWLQJ
H[FOXVLYHO\�WKH�SRRUHVW�RI�WKH�SRRU��6LQFH�LWV�EHJLQQLQJ��WKH�SURJUDPPH�ZDV�H[HFXWHG�E\
WKH�RUGLQDU\�DGPLQLVWUDWLRQ�DQG�UHFHLYHG�E\�ODZ�ILYH�SHU�FHQW�RI�WKH�ZDJH�ELOO�LQ�ERWK�WKH
SULYDWH�DQG�SXEOLF�VHFWRUV�DV�ZHOO�DV����SHU�FHQW�RI�WKH�VDOH�WD[�RQ�PRVW�FRQVXPHU�JRRGV�
$OWRJHWKHU� )2'(6$)� DEVRUEHG� VXEVWDQWLDO� GRPHVWLF� UHVRXUFHV� ����� PLOOLRQ�86�� D
\HDU���DQG�LQ�WKH�����V�DFFRXQWHG�IRU���������SHU�FHQW�RI�JRYHUQPHQW�H[SHQGLWXUH��:LWK
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WKH�H[FHSWLRQ�RI�PRUWJDJH�VXEVLGLHV��WKH�SURJUDPPH�ZDV�KLJKO\�SURJUHVVLYH�LQ�UHDFKLQJ
WKH�SRRU��DQG�SURYLGHG�DQ�DYHUDJH�VXEVLG\�SHU�FDSLWD�RI�DERXW������WR�WKRVH�EHORZ�WKH
SRYHUW\�OLQH�

3XEOLF� ZRUNV�EDVHG� VDIHW\� QHWV� SURYHG� VXFFHVVIXO� DOVR� LQ� $IULFDQ� FRXQWULHV� VXFK� DV
%RWVZDQD�DQG�&DSH�9HUGH��,Q�%RWVZDQD��WKH�JRYHUQPHQW�DGRSWHG�H[WHQVLYH�PHDVXUHV�WR
FRPEDW� WKH� FROODSVH�RI�GLDPRQG�H[SRUWV�RI���������DQG� WKH�GURXJKWV� RI� �������� DQG
�������� �4XLQQ� HW� DO�� ������� 7KH� JRYHUQPHQW
V� UHVSRQVH� IRFXVHG� RQ� VXSSOHPHQWDU\
IHHGLQJ�� QXWULWLRQDO� WUHDWPHQW� RI� PDOQRXULVKHG� FKLOGUHQ� DQG� D� /DERXU�%DVHG� 5HOLHI
3URJUDPPH��/%53���7KH�ODWWHU�FRPSULVHG�D�VHULHV�RI� ODERXU� LQWHQVLYH�SURMHFWV�VXFK�DV
WKH�EXLOGLQJ�RU� UHKDELOLWDWLRQ� RI� URDGV�� GDPV�� OLYHVWRFN�ZHOOV� DQG� SLW� ODWULQHV��$W� WZR�
WKLUGV� RI� WKH� QDWLRQDO� PLQLPXP�� WKH� /%53� ZDJH� ZDV� FRQVLGHUDEO\� KLJKHU� WKDQ� WKH
RSSRUWXQLW\�FRVW�RI�ODERXU�LQ�D�GURXJKW�\HDU��DQG�WKXV�DWWUDFWHG�D�FRQVLGHUDEOH�VXSSO\�RI
DEOH�ERGLHG� ZRUNHUV�� ZRPHQ� LQ� SDUWLFXODU�� $W� WKH� SHDN�� LQ� �������� /%53� SURYLGHG
�������ZRUNSODFHV��D�QXPEHU�DOPRVW�HTXLYDOHQW�WR�WKH�MREV�ORVW�LQ�WKH�UXUDO�HFRQRP\��,Q
�����/%53�DORQH�UHSODFHG����SHU�FHQW�RI�WKH�LQFRPH�ORVW�E\�KRXVHKROGV��7KH�WRWDO�FRVW
RI�WKH�UHOLHI�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�

����� &RQVXPHU�VXEVLGLHV

3ULRU�WR�WKH�LQWURGXFWLRQ�RI�DGMXVWPHQW�DQG�WUDQVLWLRQ�SURJUDPPHV��PDQ\�GHYHORSLQJ�DQG
DOO�VRFLDOLVW�HFRQRPLHV�FRXQWHG�RQ�D�YDULHW\�RI�VXEVLG\�VFKHPHV�DLPLQJ�DW�JXDUDQWHHLQJ
DFFHVV�WR�IRRG��IXHO�DQG�RWKHU�EDVLF�LWHPV��,Q�XUEDQ�6RXWK�$VLD�WKH�VXEVLG\�WRRN�WKH�IRUP
RI�WDUJHWHG�UDWLRQV�VROG�WR�ORZ�LQFRPH�SHRSOH�DW�
IDLU�SULFH
�VKRSV��*HQHUDOL]HG�ZKHDW�RU
WRUWLOOD�VXEVLGLHV�ZHUH�DYDLODEOH�LQ�%UD]LO��(J\SW��0RURFFR�DQG�0H[LFR��,Q�6UL�/DQND�WKH
SURJUDPPH� GLVWULEXWHG� IRRG� VWDPSV� WR� DERXW� KDOI� WKH� SRSXODWLRQ�� PRVWO\� ORZ�LQFRPH
JURXSV�� *HQHUDOL]HG� IRRG� VXEVLGLHV� RQ� JUDLQV�� FRRNLQJ� RLO� DQG� VXJDU� ZHUH� WKH� PRVW
FRPPRQ�� ,Q������� WKH\ DEVRUEHG�EHWZHHQ����� SHU� FHQW� RI�*'3� �LQ� ,QGLD�� DQG� ���� SHU
FHQW��LQ�6UL�/DQND���ZLWK�DQ�DYHUDJH�RI�DERXW���SHU�FHQW��3LQVWUXS�$QGHUVHQ��������,Q�WKH
H[WUHPH�FDVH�RI�(J\SW��IRRG�VXEVLGLHV�DEVRUEHG�����SHU�FHQW�RI�*'3�

7KH� OLWHUDWXUH� KDV� HPSKDVL]HG� WKDW� HYHQ� JHQHUDOL]HG� IRRG� VXEVLGLHV� GR� KHOS� WKH� SRRU�
LQGHHG�� ZKLOH� WKH� QRQ�SRRU� FDSWXUH� D� ODUJHU� VKDUH� RI� WKH� WRWDO� VXEVLG\�� WKH� WUDQVIHU
UHSUHVHQWV�D�JUHDWHU�VKDUH�RI�WKH�LQLWLDO�LQFRPH�RI�WKH�SRRU�WKDQ�RI�WKDW�RI�WKH�QRQ�SRRU�
,Q�VSLWH�RI� WKLV�� WKHVH�SURJUDPPHV�ZHUH�FRVWO\�DQG�SRRUO\� WDUJHWHG��KDG�D� ORZ� WUDQVIHU
HIILFLHQF\� DQG� FDXVHG� ODUJH� GLVWRUWLRQV� LQ� UHODWLYH� SULFHV�� )RRG� VXEVLGLHV� WDUJHWHG� E\
EURDG�FULWHULD��LQIHULRU�FRPPRGLWLHV��SRRU�DUHDV��VFKRROFKLOGUHQ��QXUVLQJ�PRWKHUV�DQG�VR
RQ�� DQG�GLUHFW� QXWULWLRQDO� LQWHUYHQWLRQV� FRQVWLWXWHG�� LQ� FRQWUDVW�� FRVW�HIIHFWLYH� WUDQVIHUV
WKDW��RQFH�LQ�SODFH��FRXOG�EH�H[SDQGHG� WR�SURWHFW� WKH�SRRU�GXULQJ�SHULRGV�RI�HFRQRPLF
GRZQWXUQ�RU�VKDUS�SULFH�DGMXVWPHQWV��&KX�DQG�*XSWD�������FKDSWHU����

��� 6WUHQJWKV�DQG�ZHDNQHVVHV�RI SUH�WUDQVLWLRQ�VDIHW\�QHWV

,Q�WKH�FRXQWULHV�FOHDUO\�FRPPLWWHG�WR�VRFLDO�GHYHORSPHQW��WKH�JRRG�SHUIRUPDQFH�RI� WKH
VDIHW\� QHWV� GHVFULEHG� DERYH� GHSHQGHG� FUXFLDOO\� RQ� WKHLU� DELOLW\� WR� H[SDQG� FRYHUDJH
UDSLGO\�DQG�DW�DFFHSWDEOH�FRVWV�GXULQJ�SHULRGV�RI�ULVLQJ�VWUHVV�� WKLV�� LQ� WXUQ��ZDV�GXH�LQ
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ODUJH�SDUW� WR�WKHLU�SHUPDQHQW� LQVWLWXWLRQDO�VWUXFWXUH� �D�VWDEOH�FRUH�RI�H[SHULHQFHG�VWDII�
HVWDEOLVKHG�ZRUNLQJ�SURFHGXUHV��FOHDU�HOLJLELOLW\�DQG�SURMHFW�VHOHFWLRQ�FULWHULD��D�SRUWIROLR
RI� SURMHFWV�� HYDOXDWLRQ� DSSURDFKHV� DQG� VR� RQ��� 6HFRQGO\�� LW� GHSHQGHG� RQ� DQ� DGHTXDWH
DOORFDWLRQ� RI� UHVRXUFHV� �EHWZHHQ� ���� SHU� FHQW� RI� *'3� SHU� \HDU�� H[FOXGLQJ� LQVXUDQFH
EDVHG�SURJUDPPHV���7KHVH�ZHUH�PDLQO\�SURYLGHG�IURP�GRPHVWLF�VRXUFHV��WKXV�UHIOHFWLQJ
D� JHQXLQH� FRPPLWPHQW� WR� WKH� REMHFWLYHV� WKH� SURJUDPPHV� ZHUH� VHW� RXW� WR� DFKLHYH�
7KLUGO\��PRVW�DFWLYLWLHV�ZHUH�H[HFXWHG�LQ�D�VXSSO\�GULYHQ�PDQQHU��WKRXJK�WKH�DUHDV�KLW�LQ
SDUWLFXODUO\� VHYHUH� ZD\V� ZHUH� RIWHQ� JLYHQ� SULRULW\� LQ� H[HFXWLRQ�� 7KRXJK� ZLWK
FRQVLGHUDEOH� YDULDWLRQ� IURP� RQH� SURJUDPPH� WR� WKH� RWKHU� �DQG� ZLWK� WKH� OLPLWDWLRQV
GLVFXVVHG� EHORZ� IRU� JHQHUDOL]HG� IRRG� VXEVLGLHV��� WKHVH� SURJUDPPHV� ZHUH� IDLUO\� ZHOO
WDUJHWHG��DQG�WKHLU�WUDQVIHU�HIILFLHQF\�ZDV�DFFHSWDEOH�RU�JRRG�

+RZHYHU�� WKHVH� VRFLDO� SURWHFWLRQ� V\VWHPV� IDFHG� FRQVLGHUDEOH� SUREOHPV�� LQFOXGLQJ� LQ
WKRVH� FRXQWULHV� FRPPLWWHG� WR� ILJKWLQJ� SRYHUW\�� 7R� VWDUW�ZLWK�� FRPPXQLW\�EDVHG� VDIHW\
QHWV�ZRUNHG� UHODWLYHO\�ZHOO� GXULQJ�QRUPDO� WLPHV�EXW�KDG� D�PRGHVW� SURWHFWLYH� FDSDFLW\
GXULQJ� SHULRGV� RI� DFXWH� VWUHVV�� SDUWLFXODUO\� LQ� WKH� FDVH� RI� FR�YDULDQW� ULVNV� DPRQJ
PHPEHUV�RI�WKH�VDPH�FRPPXQLW\��,Q�DGGLWLRQ��LQIRUPDO�PHFKDQLVPV�KDYH�OLNHO\�HURGHG
ZLWK�WKH�VSUHDG�RI�XUEDQL]DWLRQ���WKRXJK��DV� LQ�=LPEDEZH��VRSKLVWLFDWHG�IRUPV�RI� WZR�
ZD\� XUEDQ�UXUDO� WUDQVIHUV� KDYH� GHYHORSHG��� 6HFRQG�� LQ� FRXQWULHV� ZLWK� ORZ� FRYHUDJH�
VRFLDO�LQVXUDQFH�V\VWHPV�FRXOG�H[SDQG�RQO\�LQ�OLQH�ZLWK�WKH�GHYHORSPHQW�RI�WKH�IRUPDO
VHFWRU�� DQG�ZHUH� WKXV� XQDEOH� WR� SURWHFW� ODUJH� VHFWLRQV� RI� WKH� SRSXODWLRQ� GXULQJ� FULVLV
SHULRGV�� 2WKHU� QRQ�FRQWULEXWRU\� SURJUDPPHV� �IRRG� FRXSRQV�� LQFRPH� WUDQVIHU� WR� WKH
SRRU��HWF����ZHUH��LQ�WXUQ��RIWHQ�XQDEOH�WR�LQFUHDVH�WKHLU�FRYHUDJH�UDSLGO\�EHFDXVH�RI�UHG
WDSH��EXUHDXFUDWLF�LQHUWLD��GXH�DOVR�WR�WKH�ORZ�VDODULHV�RI�PRVW�FLYLO�VHUYDQW��DQG�OLPLWHG
SROLWLFDO�ZLOO�

7KLUGO\��WKH�DGMXVWPHQW�FULVHV�RI�WKH�����V�DQG�����V�ZHUH�RI�D�PXOWLIDFHWHG�QDWXUH��L�H�
WKH\�VLPXOWDQHRXVO\�SXVKHG�XS�XQHPSOR\PHQW��WULJJHUHG�VKDUS�ULVHV�LQ�WKH�SULFHV�RI�IRRG
DQG� RWKHU� EDVLF� LWHPV�� UHGXFHG� DFFHVV� WR� SXEOLF� KHDOWK� DQG� HGXFDWLRQ�� UHQGHUHG� WKHP
PRUH� FRVWO\�� ZRUVHQHG� WKHLU� TXDOLW\�� DQG� VR� RQ�� 7KHVH� FULVHV� UHTXLUHG� PXOWLVHFWRUDO
UHVSRQVHV�DQG�WKH�FRRUGLQDWHG�LQWHUYHQWLRQV�RI�YDULRXV�PLQLVWULHV�ZKLFK��LQ�PDQ\�FDVHV�
RSHUDWHG�ZLWK�XQFOHDU�PDQGDWHV��VKRZHG�OLWWOH�LQFOLQDWLRQ�WR�FRRSHUDWH�DQG�VXIIHUHG�IURP
VHYHUH� GRQRU�LQGXFHG� IUDJPHQWDWLRQ� RI� VRFLDO� SURJUDPPHV�� )LQDOO\�� D� IHZ� RI� WKH� SUH�
H[LVWLQJ� VXEVLGLHV²VXFK� DV� WKH� JHQHUDOL]HG� IRRG� VXEVLGLHV²ZHUH� ODUJHO\� FDSWXUHG� E\
WKH� PLGGOH� FODVV�� 7KHLU� PLV�WDUJHWLQJ� DQG� WKH� ODUJH� EXGJHWDU\� RXWOD\V� WKH\� HQWDLOHG
LPSHGHG�WKH�H[SDQVLRQ�RI�VXFK�SURJUDPPHV�LQ�SHULRGV�RI�VSUHDGLQJ�FULVHV�
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��� 7\SHV�DQG�GLVWLQJXLVKLQJ�IHDWXUHV�RI�WKH�6RFLDO�)XQGV


6RFLDO� )XQGV
� LV� D� EURDG� WHUP� ZKLFK� UHIHUV� WR� D� YDULHW\� RI� SURJUDPPHV� WKDW� KDYH
JUDGXDOO\�HYROYHG�GXULQJ�WKH�����V�DQG�����V�LQ�/DWLQ�$PHULFD�DQG�$IULFD��,Q�(DVWHUQ
(XURSH�WKH�VRFLDO�FRVW�RI�WKH�WUDQVLWLRQ�ZDV�LQVWHDG�DGGUHVVHG�WKURXJK�WKH�HVWDEOLVKPHQW
RI�VWDWH�VSRQVRUHG�VRFLDO�DVVLVWDQFH�RIILFHV��XQHPSOR\PHQW�LQVXUDQFH�DQG�DFWLYH�ODERXU
PDUNHW� SROLFLHV� �(OVWHU�� 2IIH� DQG� 3UHXVV������� FKDSWHU� ���� $W� D� ODWHU� VWDJH�� 6)V� ZHUH
ODXQFKHG��RU�DUH�EHLQJ�GHYHORSHG��LQ�WKH�ORZ�LQFRPH�WUDQVLWLRQ�FRXQWULHV�RI�WKH�%DONDQ�
&DXFDVXV� DQG� &HQWUDO� $VLD� �%LJLR� ������� 6)V� FDQ� EURDGO\� EH� FODVVLILHG� DV� IROORZV
�WKRXJK�WKH�GLYLGLQJ�OLQHV�DUH�QRW�DOZD\V�FOHDU��

����� 6RFLDO�(PHUJHQF\�)XQGV��6()V�

6()V� �VXFK� DV� WKH�)RQGR�GH�(PHUJHQFLD�6RFLDO� RI�%ROLYLD�� DQG�*KDQD
V� 3$06&$'�
ZHUH�WKH�ILUVW�WR�EH�LQWURGXFHG�LQ�WKH�ZDNH�RI�PRXQWLQJ�FULWLFLVP�DERXW�WKH�
VRFLDO�FRVW�RI
DGMXVWPHQW
��,Q�JHQHUDO��6()V�ZHUH�WUDQVLWRU\�DQG�FRXQWHU�F\FOLFDO�SURJUDPPHV�WDUJHWHG
RQ�WKH�DGMXVWPHQW�SRRU�DQG��LQ�VRPH�FDVHV��WKH�QRQ�SRRU�DIIHFWHG�E\�DGMXVWPHQW��7KHLU
GRPLQDQW�JRDO�ZDV� WR� WUDQVIHU� UHVRXUFHV� WR� WKHVH�JURXSV�GXULQJ� WKH� LPSOHPHQWDWLRQ�RI
DGMXVWPHQW� SURJUDPPHV��ZKLFK� WKH\�ZHUH�PHDQW� WR� VXSSRUW�� 7KLV�ZDV� WR� EH� DFKLHYHG
WKURXJK� PXOWLVHFWRUDO� SURJUDPPHV� FRPSULVLQJ� HPSOR\PHQW� JHQHUDWLRQ� �H�J��� ODERXU�
LQWHQVLYH�SXEOLF�ZRUN�VFKHPHV���VXSSRUW�WR�VRFLDO�VHUYLFHV��H�J���WKURXJK�WKH�GLVWULEXWLRQ
RI�PHGLFLQHV��DQG�RWKHU�HPHUJHQF\�PHDVXUHV��6()V�ZHUH�PDQDJHG�WKURXJK�D�YDULHW\�RI
QRQ�WUDGLWLRQDO�PHFKDQLVPV²PDLQO\�DXWRQRPRXV�RU� VHPL�DXWRQRPRXV�ERGLHV�GUDZLQJ
RQ�WKH�SULYDWH�VHFWRU�DQG�FLYLO�VRFLHW\²LQGHSHQGHQW�IURP�WKH�SXEOLF�DGPLQLVWUDWLRQ��7R
D� FRQVLGHUDEOH� H[WHQW�� WKH\� ZHUH� IXQGHG� H[WHUQDOO\� �7DEOH� ��� DQG� ZHUH� LPSOHPHQWHG
�ZLWK� JODULQJ� H[FHSWLRQV�� VXFK� DV� 3$06&$'�� IDLUO\� UDSLGO\�� 0RVW� RI� WKHP� ZHUH
GHPDQG�GULYHQ�� L�H�� SURMHFWV� ZHUH� LQLWLDWHG� XSRQ� WKH� UHTXHVW� RI� ORFDO� FRPPXQLWLHV�
PXQLFLSDOLWLHV��SULYDWH�ILUPV�DQG�1*2V�

����� 6RFLDO�,QYHVWPHQW�)XQGV��6,)V�

$V� HFRQRPLF� UHFRYHU\� WRRN� KROG�� 6()V� ZHUH� WR� EH� UHSODFHG� E\� 6,)V�� ZKLFK� ZHUH
GHVLJQHG�WR�DFFHOHUDWH�HFRQRPLF�JURZWK�WKURXJK�WKH�GHYHORSPHQW�RI�KXPDQ�FDSLWDO�DQG
RWKHU�PHDVXUHV�HQKDQFLQJ�WKH�DFFHVV�RI�WKH�SRRU�WR�SURGXFWLYH�DFWLYLWLHV��$V�LQ�WKH�FDVH
RI�6()V��6,)V�ZHUH�PDLQO\�GHPDQG�GULYHQ�DQG�PXOWLVHFWRUDO��$QG�DOVR�LQ�WKLV�FDVH��WKHLU
DGPLQLVWUDWLRQ�ZDV�WR�E\SDVV�QRUPDO�PDQDJHPHQW�DQG�EXGJHWDU\�FKDQQHOV��SDUWLFXODUO\
E\� UHO\LQJ� RQ� QRQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� DQG� SULYDWH� HQWLWLHV� WKDW� ZHUH� WR� EH
HVWDEOLVKHG�WR�UXQ�WKH�IXQGV��DQG�WR�DYRLG�WKH�ZDVWDJH�DQG�GHOD\V� W\SLFDO�RI� WKH�SXEOLF
DGPLQLVWUDWLRQ��6,)V�RSHUDWHG�RYHU�D� ORQJHU�WHUP�KRUL]RQ� �VRPH�RI� WKHP�ZHUH�JLYHQ� D
SHUPDQHQW�VWDWXV��DQG�DLPHG�DW�WKH�DOOHYLDWLRQ�RI�SRYHUW\�E\�PHDQV�RI�DFWLYLWLHV�DLPLQJ
DW� H[SDQGLQJ� WKH� VXSSO\� DQG� XWLOL]DWLRQ� RI� VHUYLFHV� LQ� WKH� ILHOG� RI� KHDOWK�� HGXFDWLRQ�
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WUDLQLQJ��ZDWHU�DQG�VDQLWDWLRQ��:KLOH� WKH\�ZHUH�RIWHQ� ODXQFKHG� LQ� WKH�ZDNH��RU� VKRUWO\
DIWHU� WKH� FRPSOHWLRQ�� RI� DGMXVWPHQW� SURJUDPPHV�� WKHLU� DFWLYLWLHV� H[WHQGHG� EH\RQG� WKLV
SKDVH��,Q�DGGLWLRQ��WKHVH�SURJUDPPHV�ZHUH�IXQGHG�ZLWK�GRPHVWLF�UHVRXUFHV�WR�D�JUHDWHU
H[WHQW�WKDQ�WKH�6()V��7DEOH����

����� �6RFLDO�$FWLRQ�3URJUDPPHV��6$3V�

$�WKLUG��OHVV�IUHTXHQW��W\SH�RI�6)V�FRQVLVWHG�RI�$FWLRQ�3URJUDPPHV��6$3V��KRZHYHU��DUH
JHQHUDOO\� YHU\� IOH[LEOH� DQG� OHVV� HDV\� WR� FKDUDFWHUL]H� QHDWO\�� 7KH\� DUH� RI�PXOWLVHFWRUDO
QDWXUH��LQFOXGH�ERWK�SURWHFWLYH�DQG�SURPRWLYH�PHDVXUHV��DQG�DUH�SUHGRPLQDQWO\�VXSSO\�
GULYHQ�� 7KH\� DUH� DGPLQLVWHUHG� E\� OLQH� PLQLVWULHV� DQG� DUH�� WKHUHIRUH�� IXOO\� SDUW� RI� D
FRXQWU\
V� LQVWLWXWLRQDO� GHYHORSPHQW� PDFKLQHU\�� :KLOH� WKH\� DUH� RIWHQ� SDUW� RI� D
VWDELOL]DWLRQ� RU� VWUXFWXUDO� DGMXVWPHQW� SURJUDPPH�� WKH\� WHQG� WR� IRFXV� RQ� ERWK� WKH

DGMXVWPHQW� SRRU
� DQG� WKH� 
FKURQLF� SRRU
�� 7KLV� W\SH� RI� 6)� KDV� QHYHU� EHHQ� SUHYDOHQW�
WKRXJK�RQH�FDQ�FLWH� LPSRUWDQW�H[FHSWLRQV�� VXFK�DV�*KDQD
V�3$06&$'�DQG�3DNLVWDQ
V
6$3�

$OO� LQ� DOO�� 6)V� �HVSHFLDOO\� 6()V� DQG� 6,)V�� GLVWLQJXLVKHG� WKHPVHOYHV� IURP� WUDGLWLRQDO
VRFLDO�SURJUDPPHV�EHFDXVH� WKH\�KDG�D�VWURQJ�VKRUW�WHUP�DQWLF\FOLFDO�FRPSRQHQW��ZHUH
PRVWO\� PXOWLVHFWRUDO� �DV� RSSRVHG� WR� WKH� 
YHUWLFDO� SURJUDPPHV
� RI� OLQH� PLQLVWULHV��
HPSKDVL]HG�HPSOR\PHQW�JHQHUDWLRQ�WKURXJK�SXEOLF�ZRUNV�DQG�KXPDQ�FDSLWDO�IRUPDWLRQ
�DQG� OHVV� IRRG� VXEVLGLHV�� DQG� WKH� H[SDQVLRQ� RI� VRFLDO� LQVXUDQFH� DQG� DVVLVWDQFH��� RIWHQ
H[KLELWHG�KLJK�FRVW�SHU�FDSLWD�IRU�ERWK�ZDJH�DQG�QRQ�ZDJH�LWHPV��WKRXJK�WKLV�ZDV�OHVV
WKH� FDVH� IRU� 6,)V�� �VHH� RQ� WKLV� WKH� OLWHUDWXUH� UHYLHZHG� LQ� 6WHZDUW� DQG� YDQ� GHU� *HHVW
������� IRFXVHG� PDLQO\� RQ� WKH� VRFLDO� JURXSV� DIIHFWHG� E\� DGMXVWPHQW� DQG� QRW� RQ� WKH
VWUXFWXUDO�SRRU��DQG�FRXQWHG�RQ�PXFK�JUHDWHU�H[WHUQDO� VXSSRUW� WKDQ�XVXDO�JRYHUQPHQW
SURJUDPPHV�� DQG� PRVWO\� UHOLHG� RQ� GHPDQG�GULYHQ� �DV� RSSRVHG� WR� VWDWH�LQLWLDWHG�
VFKHPHV�� ZHUH� UXQ� E\� WHPSRUDU\� DXWRQRPRXV� ERGLHV� GLVSRVLQJ� RI� WKH� DGPLQLVWUDWLYH
IOH[LELOLW\�QHHGHG�WR�HQVXUH�IDVW�SURJUDPPH�LPSOHPHQWDWLRQ��,Q�WKLV�UHJDUG��WKH�6)V�ZHUH
WKRXJKW� WR� EH� DQ� HIIHFWLYH� ZD\� WR� HDUPDUN� UHVRXUFHV� GLUHFWO\� WR� WKH� VRFLDO� VHFWRU�
VDIHJXDUG� WKHP� IURP�D�SRVVLEOH�SROLWLFDO� KLJKMDFNLQJ� DQG�DYRLG� D� VORZ�DQG� LQHIILFLHQW
EXGJHWDU\�SURFHVV�

��� 5DWLRQDOH�IRU�WKH�LQWURGXFWLRQ�RI�WKH�6RFLDO�)XQGV

An assessment of the performance of SFs requires an understanding of the explicit or
implicit motivations which led to their establishment. These can be summarized as
follows.

����� &RPSHQVDWLQJ�WKH�QHZ�SRRU��DQG�
QRQ�SRRU�DIIHFWHG
��IRU�WKH�
VRFLDO�FRVW�RI
DGMXVWPHQW


,Q� WKH� PLG�ODWH� ����V�� WKH� %:,� DQG� JRYHUQPHQWV� RI� DGMXVWLQJ� FRXQWULHV� VWDUWHG
UHFRJQL]LQJ� WKDW� WKH� UHFRYHU\� WR� EH� WULJJHUHG� E\� DGMXVWPHQW� ZRXOG� EH� SUHFHGHG� E\� D
SHULRG�RI�UHFHVVLRQ�DQG�ULVLQJ�SRYHUW\��6)V�KDG�WKHUHIRUH�WR�EH�LQWURGXFHG�WR�FRPSHQVDWH
IRU�WKLV�WHPSRUDU\�ULVH�LQ�SRYHUW\��$V�QRWHG�E\�81&7$'������������ 
7ZR�WKLUGV�RI�WKH
ODZV� HQDFWLQJ� ���� >VDIHW\� QHWV@� LQ� /DWLQ�$PHULFD� DV�ZHOO� DV� WKRVH� LQ� (J\SW� DQG�*KDQD
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H[SOLFLWO\� UHIHUUHG� WR� VRFLDO� FRVWV� RI� HFRQRPLF� UHIRUPV� DV� D� PDMRU� UHDVRQ� WR� DGRSW
HPHUJHQF\�PHDVXUHV
�

����� &RPSHQVDWLQJ�WKH�SRRU�IRU�WKH�
FRVWV�RI�QRQ�DGMXVWPHQW


6RPH�:RUOG�%DQN�DQDO\VHV��0DUF�HW�DO��������KDYH�VXJJHVWHG�WKDW�6)V�ZHUH�LQWURGXFHG
WR�DYRLG�D�IXUWKHU�IDOO�LQ�WKH�OLYLQJ�FRQGLWLRQV�RI�WKH�SRRU�IROORZLQJ�\HDUV�RI�HFRQRPLF
PLVPDQDJHPHQW�� +RZHYHU�� WKH� LQIRUPDWLRQ� DYDLODEOH� DERXW� WKH� WLPLQJ� RI� WKH
LQWURGXFWLRQ� RI� WKH� 6)V� LQYDULDEO\� VKRZV� WKRVH� VWDUWHG� DIWHU� VWUXFWXUDO� DGMXVWPHQW� KDG
EHHQ� LQ� RSHUDWLRQ� IRU� D� IHZ� RU� VHYHUDO� \HDUV�� SRLQWLQJ� DOVR� LQ� WKLV�ZD\� WR� WKH� OLPLWHG
DELOLW\�RI�WKH�PDFURHFRQRPLVWV�DQG�VRFLDO�VHFWRU�HFRQRPLVWV�RI�WKH�:RUOG�%DQN�WR�ZRUN
HIIHFWLYHO\� WRJHWKHU��9HU\� VHOGRP�� JHQXLQH� SUHRFFXSDWLRQV� DERXW� ULVLQJ� SRYHUW\� OHG� WR
WKH�ODXQFK�RI�H[WHUQDOO\�VXSSRUWHG�6)V�LQ�QRQ�DGMXVWLQJ�FRXQWULHV�

����� 3ROLWLFDO�HFRQRPLF�IDFWRUV

3ROLWLFDO� UHDVRQV� ZHUH� RIWHQ� WKH� PRVW� VDOLHQW� RQHV�� DV� DGMXVWPHQW� HQWDLOHG� XQSRSXODU
FRUUHFWLYH�PHDVXUHV�RU�ZDV�QRW�OLNHO\�WR�EHQHILW�WKH�SRRU�RYHU�WKH�short term��RU�DW�DOO��DV
LQ� HFRQRPLHV�ZLWK� KLJKO\� FRQFHQWUDWHG� H[SRUW� VHFWRUV� DQG� ODQG� GLVWULEXWLRQ���:LWKRXW
6)V��WKH�UHIRUPV�FRXOG�KDYH�WKXV�EHHQ�RSSRVHG�EHFDXVH�RI�WKH�DV\PPHWULF�GLVWULEXWLRQ
RI�WKHLU�FRVWV�DQG�EHQHILWV��7KLV�ZDV�SDUWLFXODUO\�WKH�FDVH�ZKHQ�WKH�LQWHUHVWV�RI�SROLWLFDOO\
YRFDO�JURXSV�ZRUNLQJ�LQ�WKH�QRQ�WUDGHG�VHFWRU��WUDGHUV��FLYLO�VHUYDQWV��DQG�VR�RQ��ZHUH
DIIHFWHG��$V�YLYLGO\�QRWHG�LQ�0DUF�HW�DO�������������ZLWK�UHIHUHQFH�WR�*XLQHD�

'HVSLWH�WKH�JRYHUQPHQW
V�FRPPLWPHQW�WR�VXVWDLQ�WKH�LPSOHPHQWDWLRQ�RI�D
6$3�� WKH� HFRQRPLF� UHFRYHU\� SURJUDPPH� LV� QRW� OLNHO\� WR� EHQHILW�� LQ� WKH
QHDU� WHUP�� WKH� PRVW� YXOQHUDEOH� JURXSV� ���� ,I� XQDGGUHVVHG�� WKHVH� LVVXHV
FRXOG� JHQHUDWH� FRQVLGHUDEOH� RSSRVLWLRQ� WR� UHIRUPV� DQG� SXW� WKH� ZKROH
DGMXVWPHQW�SURFHVV�DW�ULVN�

$�OHVV�F\QLFDO�YHUVLRQ�RI�WKLV�DUJXPHQW�LV�WKDW�LI�D�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�

����� 6XUURJDWRU\�DSSURDFK�DQG�LQVWLWXWLRQDO�LQQRYDWLRQ

$IWHU� \HDUV� RI� HFRQRPLF� GHFOLQH� DQG� VWULQJHQW� VWUXFWXUDO� DGMXVWPHQW�� QDWLRQDO
EXUHDXFUDFLHV�ZHUH�QR�ORQJHU�DEOH�WR�UHVSRQG�WR�FULVLV�VLWXDWLRQV�DQG�LPSOHPHQW�VZLIWO\
WDUJHWHG� DFWLRQV� LQ� D� PXOWLVHFWRUDO� DQG� FRRUGLQDWHG� ZD\�� ,Q� DGGLWLRQ�� LQ� VRPH� DUHDV
DIIHFWHG� E\� DGMXVWPHQW�� ZKHUH� FRPSHQVDWRU\� SURJUDPPHV� ZHUH� QHHGHG�� WKH� VWDWH
DGPLQLVWUDWLRQ� ZDV� DEVHQW� RU� GHILFLHQW� HVSHFLDOO\� DW� WKH� ORFDO� OHYHO�� $QG� HYHQ� XQGHU
QRUPDO�WLPHV��PRVW�EUDQFKHV�RI� WKH�SXEOLF�DGPLQLVWUDWLRQ�VXIIHUHG�IURP�ORZ�HIILFLHQF\
DQG�LQHUWLD��DQG�ZHUH�XQDEOH�WR�GHYHORS�DXWRQRPRXVO\� 
QHZ�DSSURDFKHV�WR�WKH�GHOLYHU\
RI� VRFLDO� VHUYLFHV
� GUDZLQJ� RQ� ORFDO� JRYHUQPHQWV�� FLYLO� VRFLHW\� DQG� SULYDWH� VHFWRU�
$QRWKHU�TXRWH�IURP�0DUF�HW�DO�������������WDNHQ�IURP�WKH�:RUOG�%DQN
V�=DPELD�6RFLDO
5HFRYHU\�3URMHFW�LOOXVWUDWHV�WKLV�SRLQW�
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6HYHUDO� FRQVWUDLQWV� PDNH LW� GLIILFXOW� IRU� WUDGLWLRQDO� SURMHFWV� WR SURYLGH
LPPHGLDWH� UHVSRQVHV� WR� SUHVVLQJ� VRFLDO SUREOHPV���)XUWKHU�� WKH� FULVLV� KDV
GHFLPDWHG�PDQ\� VWUXFWXUHV� DQG� V\VWHPV� WKDW�ZLOO� RWKHUZLVH� SURYLGH� VRFLDO
VHUYLFHV� DQG� HPSOR\PHQW� RSSRUWXQLWLHV� IRU� WKHVH� YXOQHUDEOH� JURXSV�� 7KH
WUDGLWLRQDO�SXEOLF�VHFWRU�HQWLWLHV
�FDSDFLW\�LV�VWUHWFKHG�WR�WKH�OLPLWV����

����� 5HPRYDO�RI�VWUXFWXUDO�FDXVHV�RI�SRYHUW\

$V�QRWHG��6,)V�IRFXVHG�RQ�ORQJ�WHUP�SRYHUW\�DOOHYLDWLRQ�PHDVXUHV��,Q�PDQ\�GHYHORSLQJ
FRXQWULHV�� SRYHUW\� LV� YLVLEO\� UHODWHG� WR� ODFN� RI� KXPDQ� FDSLWDO �HVSHFLDOO\� KHDOWK� DQG
HGXFDWLRQ�� DPRQJ� ODUJH� VHFWLRQV� RI� WKH� SRSXODWLRQ� %\� LWVHOI�� 
QHXWUDO� JURZWK
�ZLOO� QRW
LQFUHDVH� DFFHVV� WR� WKHVH� VHUYLFHV� �HVSHFLDOO\� LQ� UHPRWH� DUHDV��� EHFDXVH� RI� WKH� OLPLWHG
SULRULW\��EXGJHWDU\�IXQGV�DQG�DGPLQLVWUDWLYH�UHVRXUFHV�DVVLJQHG�WR�WKHVH�DFWLYLWLHV��6,)V
WULHG��WKHUHIRUH��WR�ILOO��LI�LQ�SDUW��VRPH�RI�WKHVH�JDSV�

��� 6FDOH�RI�WKH�LQWHUYHQWLRQ

����� �1XPEHU�DQG�W\SHV�RI�6RFLDO�)XQGV

,W�LV�SUDFWLFDOO\�LPSRVVLEOH�WR�SURYLGH�D�IXOO�DFFRXQW�RI�WKH�6)V�LQWURGXFHG�IURP������WR
GDWH��DV�LQ�VRPH�FRXQWULHV�SURJUDPPHV�KDYH�EHHQ�RI�OLPLWHG�ILQDQFLQJ�DQG�GXUDWLRQ��DQG
DV�GDWD� IRU� WKH� HFRQRPLHV� LQ� WUDQVLWLRQ� DQG� WKH� VDIHW\� QHWV� UHFHQWO\� ODXQFKHG� LQ�6RXWK
(DVW�DQG�(DVW�$VLD�UHPDLQV�VFDQW��%H�DV�LW�PD\��LW�DSSHDUV�WKDW�6)V�KDYH�EHHQ�H[WUHPHO\
FRPPRQ�LQ�/DWLQ�$PHULFD��YHU\�FRPPRQ�LQ�VXE�6DKDUDQ�$IULFD��DQG�UDUH��EXW�EHFRPLQJ
PRUH� FRPPRQ� LQ� 6RXWK� $VLD�� 6RXWKHDVW� $VLD� DQG� WKH� ORZ�LQFRPH� HFRQRPLHV� LQ
WUDQVLWLRQ�

,Q�VXE�6DKDUDQ�$IULFD��DW�OHDVW����PHGLXP�DQG�VPDOO�6)V�� W\SLFDOO\�VSUHDGLQJ�RYHU����
\HDUV��ZHUH�SODQQHG�DQG�LPSOHPHQWHG�LQ����FRXQWULHV�VLQFH����������0DUF�HW�DO�������
5HGG\� ������� ,Q� /DWLQ� $PHULFD� ��� �DQG� SUREDEO\� PRUH�� SURJUDPPHV� KDYH� EHHQ
ODXQFKHG�VLQFH������LQ����FRXQWULHV��*ODHVVQHU�HW�DO��������5HGG\��������WKHLU�QXPEHU
URVH� H[SRQHQWLDOO\� RYHU� WLPH� �IURP� RQH� LQ� ������ WR� ILYH� LQ� ������ WR� WHQ� LQ� �����
IROORZLQJ�WKH�SROLWLFDO�VXFFHVV�RI�WKH������%ROLYLDQ�6()��:XUJDUIW��������6)V�DUH�IDLUO\
QHZ�LQ�WKH�HFRQRPLHV�LQ�WUDQVLWLRQ��WKH�PLFURFUHGLW�FRPSRQHQW RI�WKH�$OEDQLDQ�3RYHUW\
$OOHYLDWLRQ�3URJUDPPH�ZDV�WKH�ILUVW�LQ�WKH�UHJLRQ�IROORZHG�E\�WKDW�RI�$UPHQLD��,Q������
YDULRXV�W\SHV�RI�6)V�ZHUH�LQ�RSHUDWLRQ�RU�XQGHU�SUHSDUDWLRQ�DOVR�LQ�*HRUJLD��0ROGRYD�
5RPDQLD�� 7DMLNLVWDQ� DQG� 8]EHNLVWDQ� �%LJLR� ������� 6)V� ZHUH� LPSOHPHQWHG� DOVR� LQ
&DPERGLD��,QGLD��0RQJROLD��3DNLVWDQ��6UL�/DQND��DV�ZHOO�DV�LQ�(J\SW��-RUGDQ�DQG�7XQLVLD
�5HGG\�������&KX�DQG�*XSWD��������&KX��������UHSRUWV�WKDW�YDULRXV�W\SHV�RI�VDIHW\�QHWV
ZHUH�FUHDWHG�LQ������LQ�6RXWK�.RUHD��7KDLODQG�DQG�,QGRQHVLD�

$OO�LQ�DOO��PRUH�WKDQ����FRXQWULHV� LQWURGXFHG�VRPH�NLQG�RI�6)V��ZLWK�VHYHUDO�FRXQWULHV
�%ROLYLD��(J\SW��6HQHJDO��3HUX�DQG�VR�RQ�� ODXQFKLQJ�PRUH� WKDQ�RQH�� WKXV�XQGHUVFRULQJ
WKH� LPSRUWDQFH� DWWDFKHG� WR� WKHVH� DUUDQJHPHQWV� E\� QDWLRQDO� DXWKRULWLHV�� WKH� %:,� DQG
81'3�� 7KH� GLVWULEXWLRQ� RI� 6)V� E\� W\SH� LQGLFDWHV� WKDW� 6()V� DQG� 6$3V� GRPLQDWH�
HVSHFLDOO\�LQ�$IULFD��DQG�WKDW�6,)V�DUH�FRPPRQ�RQO\�LQ�D�IHZ�/DWLQ�$PHULFDQ�FRXQWULHV
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�5HGG\��������5HFHQWO\��WKHUH�KDV�EHHQ��KRZHYHU��D�FOHDU�VKLIW�WR�FRPPXQLW\�EDVHG�6,)V
IRFXVVLQJ�RQ�WKH�FUHDWLRQ�RI�VRFLDO�LQIUDVWUXFWXUH��IRU�LQVWDQFH��RXW�RI�D�SRUWIROLR�RI������
SURMHFWV�IRU�D�WRWDO�FRPPLWPHQW�RI�����ELOOLRQ�86���WKH�:RUOG�%DQN�VXSSRUWHG�LQ�����
RYHU����VXFK�IXQGV�ZLWK�D�WRWDO�FRPPLWPHQW�RI�����ELOOLRQ�86���%LJLR�������

����� 9ROXPH�DQG�VRXUFHV�RI�IXQGLQJ

:KLOH� WKHUH� LV� VXIILFLHQW� LQIRUPDWLRQ� RQ� DOORFDWLRQV� WR� 6)V�� OHVV� LV� NQRZQ� RQ� UHDO
SURJUDPPH� H[SHQGLWXUHV�� 7KHVH�� IXUWKHUPRUH�� KDYH� IUHTXHQWO\� EHHQ� VWDJJHUHG� RYHU
ORQJHU�SHULRGV�WKDQ�SODQQHG��SRVVLEO\� 
GLOXWLQJ
�WKH�LPSDFW�RI�6)V��7KLV�VDLG�� LW�DSSHDUV
WKDW�WKH�WRWDO�UHVRXUFHV�DOORFDWHG�E\�GRQRUV�DQG�QDWLRQDO�LQVWLWXWLRQV�WR�6)V�KDYH�YDULHG
VXEVWDQWLDOO\� �7DEOH� ���� ,Q�$IULFD�� 6)V� FRXQWHG� RQ� UHVRXUFHV� RVFLOODWLQJ� EHWZHHQ� �±��
PLOOLRQ�86���WKRXJK�DFWXDO�GLVEXUVHPHQWV�ZHUH�RIWHQ�LQIHULRU��0DUF�HW�DO��������$QQH[
���7DEOH�$�����,Q�/DWLQ�$PHULFD��6)V�DEVRUEHG�JUHDWHU�H[WHUQDO�DQG�GRPHVWLF�UHVRXUFHV�
UDQJLQJ� IURP� ���PLOOLRQ� WR� DQ� H[FHSWLRQDO� WZR� DQG� D� KDOI� ELOOLRQ�86�� LQ� WKH� FDVH� RI
0H[LFR
V�3URQDVRO��7DEOH�����(YHQ�LQ�WKLV�UHJLRQ��KRZHYHU�� WKH�VFRSH�RI�6)V�UHPDLQHG
VPDOO�� ,Q� WKH� ZRUGV� RI�0RUOH\� ������� ���� 
� 2QO\� RQH� IXQG� LQ� WKH� UHJLRQ�� 1LFDUDJXD�
VSHQGV�DV�PXFK�DV���SHU�FHQW�LQ�LWV�*'3���
��7KH�LQIRUPDWLRQ�RQ�6RXWKHDVW�DQG�(DVW�$VLD
VXJJHVWV�PXFK�KLJKHU�DPRXQWV�IRU�������VHH�EHORZ���WKRXJK�LW�LV�XQFOHDU�RYHU�KRZ�PDQ\
\HDUV�ZLOO�WKHVH�EH�GLVEXUVHG�

Because of the little time available when they were set up, and because of the scepticism
that sometimes accompanied them (Hutchful 1994), iQ� ORZ�WR�PHGLXP� LQFRPH
FRXQWULHV�� HVSHFLDOO\� LQ� $IULFD�� ��� WR� ��� SHU� FHQW� RI� 6)� UHVRXUFHV� ZHUH� SURYLGHG� E\
LQWHUQDWLRQDO�GRQRUV��SDUWLFXODUO\�E\�WKH�:RUOG�%DQN��LQ�WKH�IRUP�RI�EXGJHWDU\�VXSSRUW�
$Q� LPSRUWDQW� SDUW� RI� WKH� H[WHUQDO� VXSSRUW� ZDV� LQ� WKH� IRUP� RI� FRQFHVVLRQDO� WKRXJK� LW
FRXOG� EH� DUJXHG� WKDW� FRXQWULHV� VKRXOG� ERUURZ� IRU� SURJUDPPHV� LQ� WKLV� DUHD� RQO\� RQ� D
WHPSRUDU\� EDVLV� DQG� ZKHUH� SURJUDPPHV� DUH� FOHDUO\� WDUJHWHG� RQ� WKH� SRRU�� ,Q�middle-
income countries, in contrast, 6)V� ZHUH� IXQGHG� WR� D� JUHDWHU� H[WHQW� ZLWK� GRPHVWLF
UHVRXUFHV��HLWKHU�IURP�QDWLRQDO�EXGJHWV�RU�FDSLWDO�IUHHG�XS�WKURXJK�GHEW�IRU�GHYHORSPHQW
VZDSV�� ,Q� VHFRQG�JHQHUDWLRQ�SIFs and SAPs, a greater share of total programme costs
were funded from local budgets or community contributions.

5HJLRQDO�GLIIHUHQFHV�SHUVLVW�ZKHQ�VWDQGDUGL]LQJ�6)�H[SHQGLWXUHV�E\�*'3�RU�WRWDO�VRFLDO
H[SHQGLWXUH��:KLOH�$IULFD
V�6)V�DEVRUEHG�RQ�DYHUDJH�EHWZHHQ����� DQG�����SHU� FHQW�RI
WKHLU�*'3�SHU�SURJUDPPH�\HDU� �IRU�� W\SLFDOO\���±��\HDUV��� LQ�/DWLQ�$PHULFD� WKLV� UDWLR
ZDV��HVSHFLDOO\�DPRQJ�ORZ�LQFRPH�FRXQWULHV��EHWZHHQ�����DQG�����SHU�FHQW��7DEOH�����,Q
������WKH�,QGRQHVLDQ�JRYHUQPHQW�DOORFDWHG�QR�OHVV�WKDQ�����SHU�FHQW�RI�*'3����SHU�FHQW
WR�VXEVLGL]H�ULFH��VR\EHDQV��VXJDU��IXHO��GUXJV�DQG�RWKHU�EDVLF�LWHPV��DQG�����SHU�FHQW�IRU
SXEOLF�ZRUNV� VFKHPHV��DV�SDUW�RI�DQ� ,0)�VWDELOL]DWLRQ�SURJUDPPH��7KH�6RXWK�.RUHDQ
JRYHUQPHQW�� LQ� WXUQ�� DVVLJQHG� ���� SHU� FHQW� RI� *'3�� PDLQO\� IRU� DQ� H[WHQVLRQ� RI� WKH
HOLJLELOLW\� DQG� GXUDWLRQ� RI� WKH� UHFHQWO\� FUHDWHG� XQHPSOR\PHQW� LQVXUDQFH� DQG� VRFLDO
DVVLVWDQFH��,Q�7KDLODQG�LQ�������DOORFDWLRQV�IRU�SXEOLF�ZRUNV��MRE�FUHDWLRQ�SURJUDPPHV�
WUDLQLQJ� DQG� EURDGHQLQJ� DFFHVV� WR� KHDOWK� DQG� HGXFDWLRQ� UHDFKHG� ���� SHU� FHQW� RI� *'3
�&KX�������
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TABLE 2
EXPENDITURE ON SELECTED SOCIAL FUNDS (SF) AS PERCENTAGE OF GDP AND

SOCIAL EXPENDITURE (SE), SOCIAL EXPENDITURE/GDP RATIO, REAL SOCIAL
EXPENDITURE PER CAPITA

SF per SF per Social Real social
Total amount of programme programme expenditure expenditure

SF in $mn year, year, as % of GDP before
(& % of as % of as % of before and and during

external funds) GDP (a SE (a during SFs (b SFs (c

Eight Latin American SFs

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.) – – n.a.

16.9
–
–

Panama
(FISE 1990-93) 32 (62) (d 0.10 0.6 16.5

16.1
349
396

Source: Author's calculation 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;
(e 1983-84.
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TABLE 2 (cont’d)

SF per SF per Social Real social
Total amount of programme programme expenditure expenditure

SF in $mn year, year, as % of GDP before
(& % of as % of as % of before and and during

external funds) GDP (a SE (a during SFs (b SFs (c

SIX AFRICAN SFs

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.) (d 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

For sources and notes see previous page.

,Q�WHUPV�RI� WRWDO�VRFLDO�H[SHQGLWXUH� �ZKLFK� LQFOXGHV� WKH�RXWOD\V� WKURXJK�6)V�DQG�RWKHU
H[WUDEXGJHWDU\�PHFKDQLVPV���DOORFDWLRQV�WR�6)V�LQ�$IULFD�KDYH�UDQJHG�EHWZHHQ�����DQG
����SHU�FHQW�IRU�HYHU\�\HDU�RI�6)�SURJUDPPH��,Q�/DWLQ�$PHULFD��WKH�VDPH�ILJXUH�ZDV����
DQG������SHU�FHQW��ZLWK�WKH�H[FHSWLRQ�RI�VPDOO�
GHPRQVWUDWLRQ�SURJUDPPHV
�VXFK�DV�WKRVH
RI�&KLOH�DQG�3DQDPD��7KH�SRLQW�WR�EH�QRWHG�KHUH��FRPSDUH�FROXPQV���DQG���LQ�7DEOH���
LV� WKDW� GXULQJ� WKH� 6)V� \HDUV�� VRFLDO� H[SHQGLWXUH� �DV� D� SHUFHQWDJH� RI�*'3� RU� RQ� D� SHU
FDSLWD�EDVLV��GHFOLQHG�LQ���FDVHV��3DQDPD��(FXDGRU��(O�6DOYDGRU�DQG�=DPELD��RXW�RI�WKH
��� LQ�7DEOH���� URVH�E\� OHVV�RU� HTXDO� WKDQ� WKH� H[SHQGLWXUH� RQ�6)V� LQ� WZR� �%ROLYLD� DQG
0DGDJDVFDU�ZKHUH� VRPH� NLQG� RI� GLYHUVLRQ� IURP� WKH� UHJXODU� VRFLDO� H[SHQGLWXUH� WR� 6)
PLJKW�KDYH�RFFXUUHG���DQG�URVH�LQ�WKH�UHPDLQLQJ�VL[�
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TABLE 3
 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 and
adjustment (a

SE/GDP 2
years prior

SFs (a

SE/GDP
during
SFs (a

SE per capita
pre-crisis &

adjustment (b

SE per
capita 2

years prior
SFs (b

SE per
capita during

SFs (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: Author's calculation 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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FIGURE 1
CHANGES IN SOCIAL EXPENDITURE (SE) PER CAPITA, SOCIAL EXPENDITURE/GDP

RATIO, AND REAL GDP PER CAPITA

(IN UNITS OF NATIONAL CURRENCY)
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7KHVH�ILJXUHV�ZRXOG�VXJJHVW� WKDW� LQ�KDOI�RI� WKH�FDVHV�FRQVLGHUHG� LQ�7DEOH����6)V�KDYH
EHHQ�DFFRPSDQLHG�E\�DQ�RYHUDOO� ULVH� LQ�VRFLDO�H[SHQGLWXUH� LQ� UHODWLRQ� WR� WKH� WZR�\HDUV
SUHFHGLQJ�WKHLU�ODXQFK��7KLV�UHVXOW��KRZHYHU��LV�PDLQO\�GXH�WR�WKH�FKRLFH�RI�WKH�EDVHOLQH�
L�H�� WKH� UHODWLYHO\� GHSUHVVHG� \HDUV� RI� ���������:KHQ� WKH� FRPSDULVRQ� LV� FDUULHG� RXW� LQ
UHODWLRQ�WR�WKH�SUH�FULVLV�DGMXVWPHQW�\HDUV��EURDGO\����������WKH�FULVLV�KLW�WKH�KDUGHVW�LQ
��������DQG�WKH�ULVH�LQ�WKH�QXPEHU�RI�DGMXVWPHQW�SURJUDPPHV�IROORZHG�VXLW���LW�DSSHDUV
WKDW� WKH� 6)V� KDYH� QRW� EHHQ� FDSDEOH� RI� RIIVHWWLQJ� WKH� IDOO� LQ� 6RFLDO� ([SHQGLWXUH�*'3
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UDWLRV�DQG�LQ�6RFLDO�([SHQGLWXUH�SHU�FDSLWD�ZKLFK�RFFXUUHG�EHWZHHQ���������DQG������
��� �7DEOH��� DQG�)LJXUH����� ,QGHHG�� LQ���� FDVHV�RXW�RI� WKH���� LQFOXGHG� LQ�7DEOH���� WKH
DGGLWLRQDO� RXWOD\V� RQ� 6)V� DQG� WKH� DXWRQRPRXV� UHFRYHU\� RI� VRFLDO� H[SHQGLWXUH� GXULQJ
WKHVH�\HDUV�OHVV�WKDQ�FRPSHQVDWHG�WKH�LQLWLDO�IDOO�LQ�VRFLDO�H[SHQGLWXUH�RU�ZHUH�QRW�DEOH
WR� VWRS� LWV� GHFOLQLQJ� WUHQG�� GHVSLWH� WKDW� WKH� QHHGV� RI� WKH� SRSXODWLRQV� ZHUH� RIWHQ
KHLJKWHQHG�E\�ODUJH�IDOOV�LQ�LQFRPH�SHU�FDSLWD�
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,9 $66(660(17�2)�7+(�,03$&7�2)�62&,$/�)81'6��)66�

��� 0DFUR�LPSDFW�RQ�HPSOR\PHQW�FUHDWLRQ��SRYHUW\�DOOHYLDWLRQ��DFFHVV�WR�VHUYLFHV

,Q�RQO\�D� IHZ�FDVHV� �H�J���FRXQWULHV� VXFK�DV�3HUX��%ROLYLD�DQG�0H[LFR�ZKLFK�DEVRUEHG
VXEVWDQWLDO�UHVRXUFHV���6)V�KDYH�KDG�D�WHPSRUDU\�DQG�ORFDOL]HG�HIIHFW� LQ�FRQWDLQLQJ�WKH
GURS� LQ� VWDQGDUGV� RI� OLYLQJ� RI� WKH� SRSXODWLRQ�� (YHQ� LQ� WKH� FDVH� RI� ODUJH� SURJUDPPHV�
WKHLU� LPSDFW� RQ� HPSOR\PHQW� DQG� LQFRPHV� ZDV� JHQHUDOO\� QHJOLJLEOH�� ,Q� FRPPHQWLQJ
DERXW� WKH� LPSDFW� RI� ,$'%�VSRQVRUHG� 6)V��0RUOH\� ������� ���� DUJXHV� WKDW�ZKLOH� WKHVH
ZHUH�DW� WLPHV�XVHIXO� LQ�SURYLGLQJ�VLPSOH�ORZ�FRVW�VRFLDO� LQIUDVWUXFWXUH� WR�FRPPXQLWLHV
WKDW� QHYHU� KDG� DFFHVV� WR� WKHP� EHIRUH�� WKHLU� HPSOR\PHQW� DQG� LQFRPH� HIIHFW� ZDV� YHU\
PRGHVW��,Q�KLV�ZRUGV�

����RQO\� WKH� ILUVW�HPHUJHQF\�IXQG�RI�%ROLYLD�DGGHG�PRUH� WKDQ���SHU�FHQW
SHU�\HDU� WR� WKH� WRWDO�QXPEHU�RI� MREV� LQ� WKH�HFRQRP\� ���� DQG� WKUHH�DGGHG
PRUH�WKDQ�����SHU�FHQW�����,Q�RWKHU�ZRUGV��WKH�IXQGV�GLG�QRW�KDYH�D�PDMRU
LPSDFW� RQ� WKH� VXSSO\� RI� MREV� ���� 0RVW� RI� WKH� MREV� FUHDWHG� ZHUH
WHPSRUDU\���� DQG� IRU� XQVNLOOHG� ODERXU� DW� ZDJHV� HTXDO� RU� EHORZ� WKH
PLQLPXP�ZDJH�LQ�WKH�UHJLRQ��QRW�DQ�DERYH�SRYHUW\�ZDJH�

6WHZDUW� DQG� YDQ� GHU� *HHVW� ������� FRQILUP� WKDW� 6)V� JHQHUDOO\� SOD\HG� D�PLQRU� UROH� LQ
UDLVLQJ�HPSOR\PHQW�DQG�LQFRPHV�DPRQJ�WKH�SRRU��DQG�LQ�RIIVHWWLQJ�WKH�DGYHUVH�VKLIWV�LQ
LQFRPH� GLVWULEXWLRQ� LQGXFHG� E\� WKH� DGMXVWPHQW� SURJUDPPHV�� ,Q� WKHLU� YLHZ�� WKLV� ZDV
SDUWO\�GXH�WR�WKHLU�OLPLWHG�FRYHUDJH�DQG�SDUWO\�WR�SRRU�WDUJHWLQJ��$V�WKH\�QRWH��S������
WKLV
GRXEOH� IDLOXUH� ZDV� HYHQ� WUXH� RI� WKH� 
VWDU
� SHUIRUPHU�� %ROLYLD�� ZKLFK� KDG� VXEVWDQWLDOO\
PRUH�UHVRXUFHV�GHYRWHG�WR�LW�WKDQ�ODWHU�VFKHPHV�VXFK�DV�WKRVH�RI�+RQGXUDV�DQG�6HQHJDO
�

,QGHHG��WKH�DGMXVWPHQW�UHODWHG�6)V�KDYH�QRW�EHHQ�ODUJH��HIIHFWLYH�DQG� WLPHO\�HQRXJK�WR
RIIVHW�WKH�GHWHULRUDWLRQ�LPSRVHG�E\�\HDUV�RI�HFRQRPLF�GHFOLQH�DQG�DGMXVWPHQW��HVSHFLDOO\
LQ� FRXQWULHV� VXFK� DV� (FXDGRU�� 9HQH]XHOD� DQG� =DPELD� ZKLFK� LQ� WKH� ����V� UHJLVWHUHG
GHFOLQHV�RI�*'3�RI�������SHU�FHQW�DQG�ODUJH�FXWV� LQ�VRFLDO�VSHQGLQJ��,Q�66$��UHVRXUFH
OLPLWDWLRQ�ZDV�D�NH\�IDFWRU��PDQ\�6)V�FRXOG�FRXQW�RQO\�RQ����WR����PLOOLRQ�86���0DUF
HW� DO�� ������ $QQH[� 7DEOH� $����� D� PRGHVW� DPRXQW� HYHQ� LQ� YHU\� VPDOO� HFRQRPLHV�� $V
QRWHG� LQ� 6HFWLRQ� ��� SUH�DGMXVWPHQW� SURJUDPPHV� OLNH� 0(*6�� 3(0�32+-�� /%53�
)2'(6$)�DQG�VR�RQ��DV�ZHOO�DV� LQVXUDQFH�EDVHG�DQG�IRRG�VXEVLGLHV�VFKHPHV�FRXQWHG
RQ�VXEVWDQWLDOO\�ODUJHU�UHVRXUFHV�WKDQ�WKRVH�DOORFDWHG�UHFHQWO\�WR�6)V�LQ�PRVW�$IULFDQ�DQG
/DWLQ�$PHULFDQ�FRXQWULHV�

SIFs and SAPs often showed design improvements over SEFs, but also suffered from
under-funding (Table 2), and the resources allocated to them were not such to warrant a
perceptible impact outside some limited areas. In addition, while SIFs-SAPs reflected a
more genuine concern for the plight of the poor, were better coordinated with the
adjustment programmes, and were often institutionalized within the national
bureaucracies, they were not able to alter the orthodox position on key adjustment
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decisions such as the extent of deflation, speed of removal of subsides, interest rate
rises, extent of the devaluation and liberalization of portfolio flows, i.e. decisions which
are now being criticized for their potential impact on growth, poverty and distribution.
Despite growing evidence of the social impact of adjustment and mounting theoretical
criticism, the basic adjustment paradigm has remained unchanged (Stiglitz 1998a).

*UHDWHU� LPSDFW� RQ� SRYHUW\� ZRXOG� KDYH� WKXV� UHTXLUHG� PXFK� ODUJHU� UHVRXUFHV�� EHWWHU
IRUZDUG� SODQQLQJ� �D� SRUWIROLR� RI� SURMHFW� LQYHVWPHQWV�� ZHOO�WHVWHG� DGPLQLVWUDWLYH
PHFKDQLVPV��HDUO\�LGHQWLILFDWLRQ�RI�IXQGLQJ�VRXUFHV��DQG��HVSHFLDOO\��JUHDWHU�DWWHQWLRQ�WR
WKH�SRYHUW\�LPSDFW�RI�WKH�ILVFDO�FRQWUDFWLRQ�HQWDLOHG�E\�PDFURHFRQRPLF�DGMXVWPHQW��DQG
WKH� H[WHQW�VHTXHQFLQJ� RI� FXWV� LQ� IRRG� VXEVLGLHV�� ,Q� ,QGRQHVLD�� IRU� LQVWDQFH�� DQ� LQLWLDO
GUDVWLF�UHGXFWLRQ�LQ�SXEOLF�H[SHQGLWXUH�ZDV�UHSODFHG²ZKHQ�LWV�QXWULWLRQDO�DQG�SRYHUW\
LPSDFW�EHFDPH�HYLGHQW²E\�D�PXFK�PRUH�IOH[LEOH�SROLF\�
WROHUDWLQJ
�D�ILVFDO�GHILFLW�RI���
SHU�FHQW�RI�*'3�VR�DV�WR�DFFRPPRGDWH�IRRG�VXEVLGLHV�WR�WKH�WXQH�RI���SHU�FHQW�RI�*'3�
$OPRVW� DOZD\V�� H[� DQWH� PDFUR� SROLF\� GHFLVLRQV� KDYH� KDG� D� JUHDWHU� LPSDFW� RQ
HPSOR\PHQW�� LQFRPHV� DQG� SRYHUW\� WKDQ� H[� SRVW� 6)V�� 7KH� TXHVWLRQ� WKHQ� LV� ZKHWKHU
DOWHUQDWLYH� PDFUR� SROLFLHV� FDQ� EH� IROORZHG�� $ recent external evaluation of IMF-
sponsored ESAFs concluded for instance that there is room for manoeuvre and that:

... the traditional Fund concern with fiscal deficits needs modification.
While the Fund is correct to HPSKDVL]H� WKDW� GRPHVWLF� GHILFLW� ILQDQFLQJ
VKRXOG� DOZD\V� EH� DYRLGHG�� WKH� DWWHPSW� WR� UHGXFH� FXUUHQW� DFFRXQW� DQG� DLG�
H[FOXVLYH�ILVFDO�GHILFLWV�IXUWKHU� �RU� LQGHHG� WR� UXQ�D�VXUSOXV��KDV�QR�EHDULQJ
XSRQ�WKH�FRQWURO�RI�LQIODWLRQ��ZKLOH�LW�LV�GDPDJLQJ�IRU�JURZWK�>DQG�SRYHUW\
DOOHYLDWLRQ@
��,0)�����������

��� ,PSDFW�RQ�LQFRPH�GLVWULEXWLRQ

,Q�WKH�����V�DQG�����V��WKH�,0)
V�PDLQ�GLVWULEXWLYH�SUHRFFXSDWLRQ�FRQFHUQHG�WKH�LPSDFW
RI�VWDELOL]DWLRQ�RQ�WKH�UXUDO�XUEDQ�LQFRPH�JDS��$V�IRU�WKH�VL]H�GLVWULEXWLRQ�RI�LQFRPH��WKH
)XQG�YLHZ�ZDV�WKDW��ZKLOH�VWDELOL]DWLRQ�QHFHVVDULO\�KDG�GLVWULEXWLRQDO�UHSHUFXVVLRQV�� 
���
GRPHVWLF� SROLWLFDO� FRQVLGHUDWLRQV� ZLOO� ODUJHO\� GHWHUPLQH� ZKR� EHDUV� WKH� EXUGHQ� RI
UHGXFLQJ� DQG� UHVWUXFWXULQJ� DJJUHJDWH� GHPDQG
� �-RKQVRQ� DQG� 6DORS� ������ ����� WKDW
VWDELOL]DWLRQ� PD\� HQWDLO� FKDQJHV� LQ� IDFWRU� SD\PHQWV� WKDW� ZHUH� XQGHVLUDEOH� IURP� DQ
HJDOLWDULDQ�SHUVSHFWLYH��DQG�WKDW�
����UHDO�ZDJH�UDWHV�PD\�KDYH�WR�IDOO�DQG�UHDO�SURILW�UDWHV
LQFUHDVH�VR�DV�WR�HQFRXUDJH�LQFUHDVHG�IRUHLJQ�FDSLWDO�LQIORZ
�

7KH�WKHRUHWLFDO�GHEDWH�RI�WKH�����V�DERXW�WKH�GLVWULEXWLYH�LPSDFW�RI�DGMXVWPHQW�SRLQWV�WR
GLIIHUHQW�RXWFRPHV�GHSHQGLQJ�RQ� LQLWLDO�FRQGLWLRQV� LQ� WHUPV�RI� LQVWLWXWLRQV��KXPDQ�DQG
SK\VLFDO� LQIUDVWUXFWXUH�� VL]H�� H[SRUW�RULHQWDWLRQ� DQG� ODERXU�LQWHQVLW\� RI� WKH� WUDGDEOH
VHFWRU�� DQG� SROLF\� PL[HV� �.DQEXU� ������� (PSLULFDO� HYLGHQFH�� KRZHYHU�� VKRZV� WKDW
LQFRPH� LQHTXDOLW\� LQFUHDVHG� LQ� WKH� ����V� DQG� ����V� LQ� DERXW� WZR�WKLUGV� RI� WKH
GHYHORSHG��GHYHORSLQJ�DQG� WUDQVLWLRQDO�FRXQWULHV�ZLWK�GDWD� VSDQQLQJ�DW� OHDVW� WKHVH� WZR
GHFDGHV��DQG�WKDW�VXFK�LQFUHDVH�LV�H[SODLQHG�LQ�SDUW�E\�WKH�SROLFHV�LQWURGXFHG�RYHU�WKLV
SHULRG��81&7$'�������&RUQLD��������$GMXVWPHQW�SROLFLHV�DIIHFW�LQHTXDOLW\�LQ�DW�OHDVW
WZR�ZD\V��)LUVW��WKH�RYHU�GHIODWLRQ�DQG�UHFHVVLRQV��,0)�������ZKLFK�RIWHQ�FKDUDFWHUL]H
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WKHP�� WHQG� WR� GHSUHVV� WKH� ZDJH� VKDUH� LQ� WRWDO� LQFRPH�� ,n industrialized countries,
UHFHVVLRQV�have a greater impact on profits than wages because of the stickiness of the
latter, and because well developed social safety nets cushion most of the loss of wage
income. In contrast, in developing countries—where wages are downwardly flexible and
social safety nets much weaker—the labour share in total income falls and income
concentration rises (Pastor 1987). Second, HYHQ�ZLWK� D� UREXVW� UHFRYHU\�RI�RXWSXW�RYHU
WKH� PHGLXP� WHUP�� GLVWULEXWLRQ� PD\� GHWHULRUDWH� EHFDXVH� RI� WKH� LPSDFW� RI� VWUXFWXUDO
UHIRUPV�SURPRWLQJ greater wage flexibility, reduced regulation, erosion of the minimum
wage, reduced unionization, reduced tD[� SURJUHVVLYLW\� DQG� SULYDWL]DWLRQ� �7DQ]L� �����
&RUQLD� ������� $V� 7DQ]L� ������� ���� QRWHV�� 
7KHUH� LV� D� UHDO� SRVVLELOLW\� WKDW� WKH
LPSOHPHQWDWLRQ�RI��VWUXFWXUDO��UHIRUP�PHDVXUHV�KDV�QHJDWLYH�HIIHFWV�RQ�HPSOR\PHQW�DQG
LQFRPH�GLVWULEXWLRQ
�

:LWKLQ� WKLV� FRQWH[W�� JLYHQ� WKHLU�PLQXVFXOH� VL]H�� WKH� LPSDFW� RI� 6)V� RQ� WKH� QDWLRQZLGH
GLVWULEXWLRQ�RI�LQFRPH�KDV�FHUWDLQO\�EHHQ�QHJOLJLEOH��ZLWK�WKH�SRVVLEOH�H[FHSWLRQ�RI�WKH
QHZ� (DVW� $VLDQ� 6)V�� $W� WKH� ORFDO� OHYHO�� FKDQJHV� LQ� LQHTXDOLW\� PLJKW� KDYH� EHHQ�� LQ
SULQFLSOH��PRUH�SHUFHSWLEOH��WKRXJK�6)V�ZHUH�LQVWLWXWHG�IRU�WKH�SXUSRVH�RI�UHGXFLQJ�WKH
QXPEHU� RI� WKH� DGMXVWPHQW� SRRU�� DQG� GLVWULEXWLYH� REMHFWLYHV� ZHUH� QRW� GRPLQDQW�� %\
UDLVLQJ�WKH�VKDUH�RI�ODERXU�LQFRPH�LQ�WKH�ORFDO�HFRQRP\��KRZHYHU��6)V²DQG�HVSHFLDOO\
6,)V²PD\� FRQWULEXWH� WR� D� ODVWLQJ� LPSURYHPHQW� LQ� ORFDO� OHYHO� GLVWULEXWLRQ�� 0XFK
GHSHQGV��KRZHYHU��RQ�WKH�SUHFLVLRQ�RI�WKH�WDUJHWLQJ�RI�WKH�VXEVLGLHV�WKH\�SURYLGH��DQG�RQ
ZKR�ZLOO�EHQHILW�RYHU�WKH�ORQJHU�WHUP�IURP�WKH�DVVHWV�FUHDWHG�E\�WKH�SXEOLF�ZRUN�VFKHPH
FRPSRQHQWV�RI�WKH�6)V�

��� 0LFURHFRQRPLF�HIILFLHQF\�DQG�VXVWDLQDELOLW\

7KH� XQLW� FRVWV� RI� JRRGV� DQG� VHUYLFHV� SURGXFHG� E\� WKH� ILUVW� ZDYH� RI� �PRVWO\� IRUHLJQ�
VSRQVRUHG��VHH�7DEOH����6)V�ZHUH�DV�KLJK�RU�KLJKHU�WKDQ�WKRVH�SURYLGHG�E\�WKH�RUGLQDU\
SXEOLF� DGPLQLVWUDWLRQ��:DJHV� DQG� VDODULHV� LQ� 6()V²DV� LQ� WKH� %ROLYLDQ� SURJUDPPH²
ZHUH�JHQHUDOO\�PXFK� ODUJHU� WKDQ� WKRVH�SDLG� LQ� WKH� FLYLO� VHUYLFH� �ZKLFK�ZHUH�JHQHUDOO\
YHU\� ORZ��� ZKLOH� WKH� H[SHQVLYH� FRVW� SDWWHUQ� RI� �IRUHLJQ�IXQGHG�� LQYHVWPHQW� LQ
DGPLQLVWUDWLYH� LQIUDVWUXFWXUH� �YHKLFOHV�� FRPSXWHUV� DQG� VR� RQ�� FRXOG� QRW� EH� HDVLO\
UHSOLFDWHG�DW�WKH�QDWLRQDO�OHYHO��81&7$'�������6WHZDUW�DQG�9DQ�GHU�*HHVW��������7KH
6()V�� LQ�RWKHU�ZRUGV��JDLQHG� LQ� IOH[LELOLW\�DQG� UDSLGLW\�RI�H[HFXWLRQ��EXW�FRXOG�QRW�EH
VXVWDLQHG� RU� UHSOLFDWHG� RQ� D� QDWLRQDO� VFDOH��7KLV� FRQWUDVWV�� IRU� LQVWDQFH��ZLWK� WKH� ORZ�
FRVW��KLJK�HIILFLHQF\�DSSURDFKHV�SURPRWHG�E\�81,&()�VLQFH� WKH�����V� LQ� WKH� ILHOG�RI
EDVLF�VHUYLFHV��&RUQLD�������

,Q� SDUWLFXODU�� WKH� SHUIRUPDQFH� RI� 6()V� ZLWK� SXEOLF� ZRUN� VFKHPHV� ZDV� PL[HG�� 3DUWO\
EHFDXVH� RI� WKHLU� UHFHQW� FUHDWLRQ�� LQ� RQO\� D� IHZ� FDVHV� ZHUH� WKHVH� SURJUDPPHV� DEOH� WR
FUHDWH�GXUDEOH�DVVHWV��,QGHHG��WKH�VXFFHVV�RI�VXFK�VFKHPHV�GHSHQGV�RQ�WKH�H[LVWHQFH�RI�D
ZHOO�DQDO\VHG�SRUWIROLR�RI�SURMHFWV�ZKLFK�SURPLVH�D�VDWLVIDFWRU\�UHWXUQ�RQ�LQYHVWPHQWV�
HQWDLO�D�PRGHVW�FRVW�SHU� MRE�FUHDWHG��KDYH�D�ZDJH�ELOO� WR� WRWDO�SURJUDPPH�H[SHQGLWXUH
UDWLR�DERYH������RIIHU�ZDJHV�ZKLFK�ZLOO�QRW�DWWUDFW�ZRUNHUV�DOUHDG\�HPSOR\HG�EXW�ZKLFK
QRQHWKHOHVV� FDQ� DVVXUH� WKH� OLYHOLKRRGV� RI� KLUHG� ZRUNHUV�� DQG� FDQ� EH� ILQDQFHG� E\� WKH
JRYHUQPHQW� EXGJHW�� IRUHLJQ� JUDQWV� DQG� IHHV� IRU� WKH� XVH� RI� WKH� QHZO\� FUHDWHG
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LQIUDVWUXFWXUH��0RVW�6()V�ZHUH�XQDEOH�WR�VDWLVI\�PRVW�RI�WKHVH�FULWHULD��HVSHFLDOO\�WKRVH
UHODWLQJ�WR�XQLW�FRVWV��ZDJH�UDWHV�DQG�WDUJHWLQJ�

The problems of financial and institutional sustainability of SEFs were lessened with the
introduction of SIFs and SAPs. These programmes generally counted on greater
domestic commitment and funding, were open-ended, and better integrated with the
national administrations. In addition, they focused on activities (creating human capital
and social infrastructure in areas not reached by government services) which have a
longer-lasting effect on poverty alleviation and inequality than short-term income
maintenance programmes. Finally, they� DGRSWHG� D� FRPPXQLW\�EDVHG� GHYHORSPHQW
SKLORVRSK\��LQ�ZKLFK�YLOODJH�RUJDQL]DWLRQV�cooSHUDWH�ZLWK�WKH�ORFDO�JRYHUQPHQW��SULYDWH
VHFWRU�DQG�IRUHLJQ�GRQRUV�LQ�WKH�FKRLFH��GHVLJQ�DQG�LPSOHPHQWDWLRQ�RI�SURMHFWV��VFKRROV�
KHDOWK� FOLQLFV�� URDGV�� UHVSRQVLYH� WR� WKHLU� LPPHGLDWH� QHHGV�� $V� ORQJ� DGYRFDWHG� E\
81,&()�DQG�RWKHU�LQVWLWXWLRQV��&RUQLD������������

«��JUHDWHU� UHOLDQFH�RQ�FRPPXQLW\�SDUWLFLSDWLRQ�DQG�VRFLDO�PRELOL]DWLRQ
LQ�WKH�GHVLJQ��GHOLYHU\�DQG�PRQLWRULQJ�RI�WKHVH�DFWLYLWLHV�KDV�HQVXUHG��LQ
WKH�ILUVW�LQVWDQFH��D�JUHDWHU�LQWHUQDOL]DWLRQ�RI�WKH�SURJUDPPHV
�EHQHILWV�E\
WKH� SRRU�� 6HFRQGO\�� WKH� LQWURGXFWLRQ� RI� OHVV� VNLOO�LQWHQVLYH� DSSURDFKHV�
OHDGV�WR�VXEVWDQWLDO�FRVW�FRQWDLQPHQW�����7KLUGO\��FRPPXQLW\�SDUWLFLSDWLRQ
IDFLOLWDWHV� WKH� PRELOL]DWLRQ� RI� DGGLWLRQDO� UHVRXUFHV� VXFK� DV� ODERXU� DQG
ORFDOO\� DYDLODEOH� PDWHULDOV� ZKLFK� KDYH� D� ORZ� RSSRUWXQLW\� FRVW� EXW
LQWULQVLF�SURGXFWLYH�YDOXH�

+RZHYHU�� DV�QRWHG�E\�6WLJOLW]� �����E���ZKLOH� WKH�SDUWLFLSDWRU\�� ORZ�FRVW� DSSURDFK�KDV
VRPH�LQWULQVLF�DGYDQWDJHV��HVSHFLDOO\�LQ�HPHUJHQF\�VLWXDWLRQV��WKH�MXU\�LV�VWLOO�RXW�RQ�LWV
JHQHUDO�DSSOLFDELOLW\�DQG�HIIHFWLYHQHVV��6R�IDU��LW�KDV�WDNHQ�KROG�LQ�RQO\�D�UHODWLYHO\�VPDOO
QXPEHU�RI�FRXQWULHV�DQG�FRPPXQLWLHV��:LWKLQ� WKHVH�� SUREOHPV�RI�SRWHQWLDO� FDSWXUH�E\
ORFDO� LQWHUHVW� JURXSV� FDQ� EH� D� SUREOHP�� ,Q� DGGLWLRQ�� WKLV� SROLF\� RI� 
OHW� RQH� WKRXVDQG
IORZHUV� EORRP
� LV� SRWHQWLDOO\� IUDXJKW� ZLWK� cooUGLQDWLRQ� SUREOHPV�� DQG� FDQ� ZRUN
HIIHFWLYHO\� RQO\� ZLWKLQ� D� VROLG� UHJXODWRU\� IUDPHZRUN� ZLWK� VWURQJ� DFFRXQWDELOLW\
PHFKDQLVPV� SXW� LQWR� SODFH� �0ZDEX�� 8JD]� DQG� :KLWH� ������� )RU� LQVWDQFH�� UHFHQW
WKHRUHWLFDO�OLWHUDWXUH�LQ�WKH�ILHOG�RI�DV\PPHWULF�LQIRUPDWLRQ�DQG�LQFRPSOHWH�FRQWUDFWLQJ
�+DUW��6KOHLIHU�DQG�9LVKQ\�������ZRXOG�VXJJHVW� WKDW� VRFLDO� VHUYLFHV�ZKRVH�GHOLYHU\� LV
HDVLO\� VWDQGDUGL]HG� DQG� WKHLU� TXDOLW\� HDVLO\�PRQLWRUHG� �H�J� LQ� WKH� FDVH� RI� D� WXEH� ZHOO
LQVWDOODWLRQ�� FRXOG� EH� PRUH� HDVLO\� FRQWUDFWHG� RXW� WR� WKH� SULYDWH� VHFWRU� WKDQ� DFWLYLWLHV
�VXFK�DV�WKRVH�LQ�WKH�KHDOWK�VHFWRU��ZKHUH�UHTXLUHPHQW�FKDQJHV�DQG�VWDQGDUG�RI�VHUYLFH
DUH�GLIILFXOW�WR�REVHUYH��)LQDOO\��6,)V�DQG�6$3V��DUH�QRW�YLDEOH�LQ�DOO�W\SHV�RI�FRXQWULHV�
VXFK�DV�WKRVH�ZKHUH�FRVW�HIIHFWLYH�VRFLDO� LQVWLWXWLRQV�IRU� WKH�GHOLYHU\�RI�VRFLDO�VHUYLFHV
DQG�LQFRPH�PDLQWHQDQFH�DOUHDG\�H[LVW��,Q�WKRVH�FRXQWULHV�ZKHUH�VXFK�LQVWLWXWLRQV�H[LVW�
EXW� DUH� QRW� IXQFWLRQLQJ� HIIHFWLYHO\�� DWWHQWLRQ� ZRXOG� EH� EHWWHU� IRFXVHG� RQ� WKHLU
LPSURYHPHQW�UDWKHU�WKDQ�RQ�WKH�FUHDWLRQ�RI�QHZ�6)V�
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4.4 ,QVWLWXWLRQDO�DQG�GHVLJQ�SUREOHPV

/LNH�PRVW� RWKHU� SXEOLF� SROLFLHV� DQG� SURJUDPPHV�� 6)V� KDYH� QRW� HVFDSHG� D� QXPEHU� RI
GHVLJQ�SUREOHPV�ZKLFK��LQ�VRPH�FDVHV��FDOO�LQWR�TXHVWLRQ�WKHLU�ORJLF�DQG�H[LVWHQFH�

����� 6HTXHQFLQJ�RI�6)V

7KH�ILUVW�JHQHUDWLRQ�RI�
FRPSHQVDWRU\
�6)V�ZHUH�VHW�XS�D�IHZ�\HDUV�DIWHU�WKH�LQWURGXFWLRQ
RI�VWDELOL]DWLRQ�DQG�DGMXVWPHQW�SURJUDPPHV��:KLOH�D�ELJ�LQFUHDVH�LQ�WKH�QXPEHU�RI�WKH
ODWWHU�WRRN�SODFH�ULJKW�DW�WKH�EHJLQQLQJ�RI�WKH�����V�DQG�ODVWHG�WKH�GHFDGH��WKH�QXPEHU�RI
6)V� VWDUWHG� ULVLQJ� RQO\� LQ� WKH� ODWH� ����V� DQG� HDUO\� ����V�� ,Q� DGGLWLRQ�� VHYHUDO� RI� WKH
LQLWLDO�6)V��VXFK�DV�3$06&$'��UHTXLUHG�VHYHUDO�\HDUV�DIWHU� WKHLU�DSSURYDO�EHIRUH�WKH\
VWDUWHG� RSHUDWLQJ� HIIHFWLYHO\� �+XWFKIXO� ������� $� GHOD\� EHWZHHQ� PDFURHFRQRPLF
VWDELOL]DWLRQ�DQG�WKH�LQWURGXFWLRQ�RI�6)V�ZDV�DOVR�REVHUYHG�RQ�RFFDVLRQ�RI�WKH�,0)�OHG
DGMXVWPHQW�SURJUDPPHV�LQWURGXFHG�RYHU�WKH�ODVW�WZR�\HDUV�LQ�6RXWKHDVW�$VLD��$V�DOUHDG\
QRWHG�LQ�DQ�HDUOLHU�HYDOXDWLRQ�RI�WKH�:RUOG�%DQN
V�OHQGLQJ�WR�WKH�VRFLDO�VHFWRU�VSRQVRUHG
E\�WKH�*�����(PPHULM��������PDFURHFRQRPLF�VWDELOLW\�DQG�FRQFHUQ�IRU�JURZWK�FRQWLQXH
WR� WDNH� SUHFHGHQFH� RYHU� VRFLDO� VHFWRU� FRQFHUQV��%HFDXVH� RI� VXFK� GHOD\V�� WKH� DELOLW\� RI
6)V�WR�VKHOWHU�WKH�SRRU�IURP�WKH�FRVWV�RI�DGMXVWPHQW�LV� WKHUHIRUH�UHGXFHG��DV�6)V�RIWHQ
VWDUWHG�RSHUDWLQJ�ZKHQ�VXEVWDQWLDO�ULVHV�LQ�SRYHUW\�DQG�XQHPSOR\PHQW��DQG�IDOOV� LQ� WKH
DFFHVV� WR� VRFLDO� VHUYLFHV� KDG� DOUHDG\� RFFXUUHG�� WKXV� KLJKOLJKWLQJ� LQ� WKLV� ZD\� WKHLU

FXUDWLYH
�UDWKHU�WKDQ�
SUHYHQWDWLYH
�IXQFWLRQ�

����� &RQJUXHQFH�ZLWK�PDFURHFRQRPLF�REMHFWLYHV

(YHQ� D� FXUVRU\� UHYLHZ� RI� 6)V� SRLQWV� WR� FRQWUDGLFWLRQV� EHWZHHQ� WKHLU� WDUJHWV� DQG� WKH
PDFURHFRQRPLF�REMHFWLYHV�RI�DGMXVWPHQW��([FHSW�LQ�WKH�FDVHV�LQ�ZKLFK�QHZ�RXWOD\V�RQ
6)V�DUH�ILQDQFHG�WKURXJK�HTXLYDOHQW�GHFOLQHV�LQ�
OHVV�HIILFLHQW
�RUGLQDU\�H[SHQGLWXUH��WKH
GDWD�LQ�7DEOH����KRZHYHU��VKRZ�OLWWOH�HYLGHQFH�RI�VXFK�
VXEVWLWXWLRQ�HIIHFW
���WKH�LQFUHDVH
LQ�SXEOLF�VSHQGLQJ� LPSOLFLW� LQ�6()�6,)V�FRQWUDGLFWV� WKH�H[SHQGLWXUH� UHGXFWLRQ�GULYH�RI
PRVW�DGMXVWPHQW�SURJUDPPHV��/DUJH�6)V�ILQDQFHG�ZLWK�GRPHVWLF�UHVRXUFHV��DV�0H[LFR
V
3521$62/�� RU� WKRVH� XQGHU� LPSOHPHQWDWLRQ� LQ� 6RXWKHDVW� $VLD�� PD\� HQODUJH� ILVFDO
GHILFLWV� DQG� LQFUHDVH� WKH� VL]H� RI� WKH� SXEOLF� GHEW�� MXVW� DIWHU� GUDVWLF� H[SHQGLWXUH
FRPSUHVVLRQV�KDG�WDNHQ�SODFH��7KHLU�HIIHFWV�RQ�WKH�EDODQFH�RI�SD\PHQWV�DQG�SULFH�OHYHO
GHSHQGV�RQ� WKH� LPSRUW�FRQWHQW�RI� WKH�GHPDQG�RI� WKH�SRRU�� RQ�ZKHWKHU� IRRG�DQG�RWKHU
EDVLFV� DUH� LPSRUWHG�� DQG� RQ� ZKHWKHU� WKH� HFRQRP\� RSHUDWHV� ZLWKLQ� LWV� SURGXFWLRQ
SRVVLELOLW\� IURQWLHU�� ,Q� DGGLWLRQ²DV� QRWHG� E\� 6WHZDUW� DQG� YDQ� GHU�*HHVW� ������²6)V
LQFUHDVH� WKH� VXSSO\� RI� QRQ�WUDGDEOH� JRRGV� �H�J�� SXEOLF� LQIUDVWUXFWXUH�� ULJKW� ZKHQ
VWUXFWXUDO�DGMXVWPHQW�DWWHPSWV�WR�VKLIW�UHVRXUFHV�WRZDUGV�WKH�WUDGDEOH�VHFWRU��KRZHYHU��LQ
PDQ\�GHYHORSLQJ�FRXQWULHV�DIIHFWHG�E\�VXUSOXV�ODERXU�DQ�LQFUHDVH�LQ�VRFLDO�LQIUDVWUXFWXUH
DFKLHYHG�ZLWKRXW�GLYHUWLQJ�UHVRXUFHV��ODERXU�LQ�SDUWLFXODU��IURP�WKH�WUDGHG�JRRGV�VHFWRU
ZRXOG� QRW� EH� KDUPIXO��� )LQDOO\�� WKRVH� 6)V� ZKLFK� HQFRPSDVV� VL]HDEOH� IRRG�IRU�ZRUN
SURJUDPPHV� FDQ� KDYH� D� QHJDWLYH� HIIHFW� RQ� ORFDO� IRRG� SULFHV� DQG� SURGXFWLRQ�� WKXV
SRVVLEO\� LQFUHDVH� SRYHUW\� DPRQJ� WKH� UXUDO� SRRU�� 2QH� ZRQGHUV�� WKHUHIRUH�� DERXW� WKH
ZLVGRP�RI� ODUJH�H[SHQGLWXUH�FXWV��ZKHQ� WKHVH�DUH� IROORZHG�VKRUWO\� WKHUHDIWHU�E\� VRPH
H[SHQGLWXUH�LQFUHDVHV�
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����� 'HPDQG��YHUVXV�VXSSO\�GULYHQ�DSSURDFKHV

2QH�RI�WKH�LQQRYDWLRQV�LQWURGXFHG�E\�DOO�6)V�ZDV�WR�WDUJHW�WKH�SURJUDPPHV�H[FOXVLYHO\
RQ�WKRVH�FRPPXQLWLHV�ZKLFK�H[SOLFLWO\�UHTXHVWHG�WR�WDNH�SDUW�LQWR�WKHP��,Q�IDFW��PDQ\�RI
WKH�SURMHFWV�ILQDQFHG�E\�6()V�DQG�6,)V�DOLNH�ZHUH�VHOHFWHG�IURP�WKH�SURSRVDOV�VXEPLWWHG
E\� PXQLFLSDOLWLHV�� 1*2V� DQG� RWKHU� HQWLWLHV�� :KLOH� WKLV� DSSURDFK� PD\� OHDG� WR� WKH
VHOHFWLRQ�RI�SURMHFWV�EHWWHU�UHVSRQGLQJ�WR�WKH�QHHGV�RI�WKH�SRSXODWLRQV�DIIHFWHG��LW�RIWHQ
WHQGV� WR� VKRUW�FLUFXLW� WKH� YHU\� SRRU� ZKR� KDYH� D� OLPLWHG� FDSDFLW\� WR� RUJDQL]H� DQG
DUWLFXODWH� WKHLU� GHPDQGV� HIIHFWLYHO\� DQG� WR�PRELOL]H� WKH� FRXQWHUSDUW� IXQGV� QHHGHG� IRU
SURMHFW�LPSOHPHQWDWLRQ��+XWFKIXO��������,Q�WKLV�ZD\��6)V�GR�QRW�UHDFK�WKH�SRRUHVW�RI�WKH
SRRU�ZKR�DUH�XQDEOH�WR�H[SUHVV�WKHLU�QHHGV��DFTXLUH�D�VHQVH�RI�RZQHUVKLS�RI�WKH�SURMHFWV�
RU� WR� PDUVKDO� WKH� UHTXLUHG� SDUWLFLSDWLRQ�� $� GHPDQG�GULYHQ� DSSURDFK� QHHGV� WR� EH
FRPSOHPHQWHG� WKHUHIRUH� E\� VXSSO\�GULYHQ� LQWHUYHQWLRQV�� DV� ZHOO� DV� HIIRUWV� DW� VRFLDO
RXWUHDFK��IRFXVHG�RQ�WKH�SRRUHVW�DUHDV�DQG�JURXSV��$Q�H[SOLFLW�JHQGHU�IRFXV�PD\�RIWHQ
EH�UHTXLUHG�LQ�WKHVH�FRPSOHPHQWDU\�VXSSO\�GULYHQ�SURJUDPPHV�DV�D�VWURQJ�JHQGHU�ELDV
RIWHQ� LPSHGHV� ZRPHQ
V� JURXSV� IURP� ELGGLQJ� VXFFHVVIXOO\� IRU� GHPDQG�GULYHQ
SURJUDPPHV��)RU�LQVWDQFH��LQ�WKH�VXSSRVHGO\�VXFFHVVIXO�%ROLYLDQ�6()��RQO\���SHU�FHQW�RI
WKH�SURJUDPPH�SDUWLFLSDQWV�ZHUH�ZRPHQ��6WHZDUW�DQG�YDQ�GHU�*HHVW�������

����� /LPLWHG�LQVWLWXWLRQDO�LQQRYDWLRQ�LQ�WKH�GHOLYHU\�RI�VRFLDO�VHUYLFHV

6)V�ZHUH�PDLQO\� DGPLQLVWHUHG� E\� DXWRQRPRXV� ERGLHV�� DV� LW�ZDV� IHOW� WKDW� FXPEHUVRPH
JRYHUQPHQW� SURFHGXUHV� ZHUH� LOO�VXLWHG� IRU� GHDOLQJ� ZLWK� HPHUJHQF\� VLWXDWLRQV�� $
SRWHQWLDO� ORQJ�WHUP� EHQHILW� RI� 6)V� ZDV�� WKHUHIRUH�� WKH� WUDQVIHU� RI� LQVWLWXWLRQDO� DQG
PDQDJHULDO� LQQRYDWLRQ� WR� D� VFOHURWLF� SXEOLF� DGPLQLVWUDWLRQ�� WKLV� FRXOG� KDYH� KHOSHG� WR
OHVVHQ�WKH�XVXDO�HIILFLHQF\�SUREOHPV�RI�VWDWH�UXQ�VRFLDO�programmes�RYHU�WKH�ORQJ�WHUP�
6()V� DGRSWHG� PRUH� IOH[LEOH� UHFUXLWPHQW� SURFHGXUHV� DQG� SD\� VFDOHV�� OHVV� XQZLHOG\
DSSURDFKHV�WR�SURMHFW�GHVLJQ�DQG�FRVW�SODQQLQJ�DQG�UHOLHG�IUHTXHQWO\�RQ�VXEFRQWUDFWRUV
DQG�D�PXOWLSOLFLW\�RI�SXEOLF�� SULYDWH� DQG�QRQ�SURILW�ZHOIDUH�SURYLGHUV��$V� QRWHG�� WKHVH
DWWHPSWV� ZHUH� LQ� OLQH� ZLWK� UHFHQW� HIIRUWV� WR� GHYHORS� PRUH� IOH[LEOH� DSSURDFKHV� WR� WKH
GHOLYHU\� RI� VRFLDO� VHUYLFHV� �0ZDEX�� 8JD]� DQG� :KLWH� ������� +RZHYHU�� WKH� 
VKRUW�
WHUPLVP
� RI� PDQ\� 6()V� UHSUHVHQWHG� DQ� REVWDFOH� WR� WKH� WUDQVIHU� RI� WKLV� LQQRYDWLYH
DSSURDFK��PRVW�RI�WKHP�ZHUH�RI�D�KLJKO\�WHPSRUDU\�QDWXUH��LPSOHPHQWHG�E\�ERGLHV�QRW
RQO\� H[WUDQHRXV� WR� EXW� DOVR� GLVFRQQHFWHG� IURP� OLQH� PLQLVWULHV�� ZKLOH� WKH� LQVWLWXWLRQDO
DUUDQJHPHQWV� DGRSWHG� IRU� WKHLU� DGPLQLVWUDWLRQ� ZHUH� GLVFRQWLQXHG� DW� WKH� HQG� RI� WKHLU
RSHUDWLRQ�

2QO\� PRUH� UHFHQWO\� KDYH� 6,)V� VWDUWHG� WR� EH� JUDGXDOO\� LQWHJUDWHG� LQWR�� RU� DW� OHDVW
cooUGLQDWHG�ZLWK�� JRYHUQPHQW� SURJUDPPHV�� DQG� LQ� RQO\� D� IHZ� FDVHV� WKH� UHODWLRQVKLSV
HVWDEOLVKHG�ZLWK�ORFDO�JRYHUQPHQWV�DQG�FRPPXQLWLHV�ZHUH�PDLQWDLQHG�E\�WKH�VXFFHVVRU
GHYHORSPHQW�DGPLQLVWUDWLRQ��(YHQ�LQ�WKHVH�FDVHV��KRZHYHU��WKH�UHODWLYH�LQGHSHQGHQFH�RI
6)V��ZKLFK�IRFXV�RQ�WKH�FUHDWLRQ�RI�SK\VLFDO�LQIUDVWUXFWXUH��FDQ�FUHDWH�FRQIOLFWV�ZLWK�WKH
OLQH�PLQLVWULHV� �ZKLFK�KDYH� WR� HQVXUH� WKH� FXUUHQW� UXQQLQJ�RI� WKH� IDFLOLWLHV� WKXV� FUHDWHG
DQG�PLJKW�EH�IDFHG�ZLWK�KDUG�FKRLFHV�ZKHQ�KDYLQJ�WR�DOORFDWH�VFDUFH�UHFXUUHQW�EXGJHWV
EHWZHHQ�FRUH�VRFLDO�SURJUDPPHV�DQG�6)V���:KLOH�LW�LV�WRR�VRRQ�WR�FRQFOXGH�ZKHWKHU�WKLV
DSSURDFK�LV�ZRUNDEOH�RYHU�WKH�ORQJHU�WHUP��WKHUH�LV�D�VXJJHVWLRQ�WKDW�WKH�EHQHILWV�RI�WKH
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GHFHQWUDOized�� PXOWL�SURYLGHU�� FRPPXQLW\�EDVHG� DSSURDFK� DFFUXH� PRUH� HDVLO\� ZKHUH
VWDWH�RUJDQL]DWLRQV�SURYLGH�D�FOHDU�SODQQLQJ�IUDPHZRUN�DQG�DGHTXDWH�VXSHUYLVLRQ�

����� 8QFOHDU�UHODWLRQ�ZLWK�SUH�H[LVWLQJ�VRFLDO�VHFXULW\�DUUDQJHPHQWV

A country’s ability to manage social costs during crises crucially depends on the
existence of well-established institutions. While better than nothing, ad hoc SFs hastily
developed during social emergencies lacked the structures (staff, rules and procedures)
to start operating efficiently and on a scale to provide effective protection at affordable
costs. A brief comparison illustrates this point.

Over 1989-92, the Czech Republic, Slovenia, Hungary and Poland experienced a
contraction of real wages of 15-25 per cent, unemployment surges of up to 14 per cent,
and a jump in the price of basic commodities. While childcare deteriorated and poverty
rates moved upward somewhat, a much greater crisis was averted, thanks to reliance on
the (reformed) social security system inherited from the socialist era and to the rapid
establishment of unemployment insurance and social assistance. In these countries, SFs
played a limited role (UNICEF 1995). In contrast, despite the rapid establishment of
SFs, the Asian economies affected by the 1997-99 financial meltdown incurred higher
social costs (including sharp rises in uncompensated unemployment, malnutrition and
mortality) than their income levels and the state of their public finances would have
predicted. By 1998 unemployment affected 1��PLOOLRQ�SHUVRQV�LQ�,QGRQHVLD������PLOOLRQ
LQ�6RXWK�.RUHD��DQG�RYHU�����PLOOLRQ�LQ�7KDLODQG��&KX�������DQG�FRQWULEXWHG�WR�D�UDSLG
VSUHDG�RI�SRYHUW\�ZKLFK�FRXOG�QRW�EH�RIIVHW�WKURXJK�FRPPXQLW\�EDVHG�LQWHUYHQWLRQV�DQG
XVHIXO�EXW�RI�OLPLWHG�LPSDFW�6)V��The main problem in this case was the weakness of the
social security systems, especially in the field of unemployment compensation and
social assistance (Table 1). The ’institutional XQGHUGHYHORSPHQW
 which gradually
evolved over time in the areas of social insurance and assistance in these countries
proved very detrimental when the 1997 crisis erupted.

This comparison underscores that the preservation and reform of existing social security
arrangements (by reducing costs, expanding coverage, reforming benefit generosity and
duration, and introducing benefits for new risks) and their extension during normal
times, are more efficient and equitable in containing the costs of severe crises than
hastily arranged, temporary SFs in both middle-income countries and low-income
countries with strong public administrations. Improving these arrangements should thus
form the basis of the recommendations of the IMF, World Bank and ILO during normal
times. In this regard, it is possible that tKH�HPSKDVLV�SODFHG�GXULQJ�WKH�ODVW�������\HDUV
RQ�WKH�FUHDWLRQ�RI�KLJK�YLVLELOLW\��VKRUW�WHUP�6)V²HYHQ�LQ�FRXQWULHV�ZLWK�IRUPDO�VRFLDO
VHFXULW\�V\VWHPV²GLYHUWHG�UHVRXUFHV�DQG�DWWHQWLRQ�IURP�WKHLU�VWUHQJWKHQLQJ��$V�QRWHG�LQ
VHFWLRQ����VXFK�DUUDQJHPHQWV�QHHG�QRW�WR�EH�YHU\�H[SHQVLYH�DQG�FRXOG�EH�IXQGHG�LQ�SDUW
ZLWK�VDYLQJV�RQ�RWKHU�H[SHQGLWXUHV�VXFK�DV��IRU�LQVWDQFH��JHQHUDOL]HG�IRRG�VXEVLGLHV�

��� $OORFDWLYH�DQG�WDUJHWLQJ�JDLQV

$V�VKRZQ�LQ�7DEOH���� WKH�UHVRXUFHV�PRELOL]HG�E\�WKH�6)V�ZHUH�JHQHUDOO\�D� IUDFWLRQ
RI� WKRVH� DYDLODEOH� LQ�� RU� UHWUHQFKHG� IURP�� VRFLDO� EXGJHWV� RQ� RFFDVLRQ� RI� WKH� FULVHV



TABLE 4
POVERTY TRANSITION MATRIX BETWEEN BEFORE AND AFTER ADJUSTMENT

After adjustment

Before adjustment
Poor Non-poor Total population

Poor

(i) unaffected ’structural poor’, without:

�� human capital (low-skilled underemployed)
�� land and credit
�� access to market (lack of infrastructure)
�� public services (health/education/water/R&D)

(ii) poor ’getting poorer’

�� urban poor in the NT sector hit by T-NT
terms of trade changes

�� landless rural workers and food deficient
farmers

(iv) former poor exiting poverty

small-scale market producers of tradable (if T/NT
tot are effectively modified)

newly employed workers in T sector

Non-Poor

(iii) non-poor ’getting poor’

�� low-income workers in the NT sector (hit by
T-NT terms of trade changes

�� low-income employees in the T sector if
wage/employment increases < increase in
prices of traded wage goods

�� people surviving on transfers

(v) non-poor getting richer

�� medium- and large-scale entrepreneurs of
T goods

�� people with rare types of human capital

(vi) impoverished but not poor

�� upper layers of the bureaucracy
�� medium-high-income people in the NT

sector

Source:Author’s compilation.

Notes: T and NT refer to the traded and non-traded sectors of the economy.

���
�
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DQG� DGMXVWPHQW� SURJUDPPHV� ZKLFK� SUHFHGHG� WKH� ODXQFK� RI� WKH� 6)V�� 7KH� SDUWLDO
UHSODFHPHQW�RI�SULRU�FXWV�ZRXOG�QRW�KDYH�EHHQ�D�FDXVH�IRU�FRQFHUQ��KDG� WKH�HIILFLHQF\
DQG� WDUJHWLQJ� RI� WKH� QHZ� 6)V� EHHQ� VXEVWDQWLDOO\� JUHDWHU� WKDQ� WKDW� RI� WKH� UHWUHQFKHG
SURJUDPPHV��,QGHHG��YDVW�OLWHUDWXUH�SURGXFHG��DPRQJ�RWKHUV��E\�81,&()�DQG�WKH�:RUOG
%DQN� KDV� ORQJ� DUJXHG� WKDW� ZHOIDUH� JDLQV� FDQ� EH� DFKLHYHG� LQ� D� SHULRG� RI� GHFOLQLQJ
EXGJHWV� LI�SXEOLF�H[SHQGLWXUH�LV�UHDOORFDWHG�WR�WKH�SRRUHVW�JURXSV�RU� WR�ORZ�FRVW��KLJK�
HIILFLHQF\�SURJUDPPHV�VXFK�DV�LPPXQL]DWLRQ�SURJUDPPHV��UXUDO�HGXFDWLRQ��DQG�VR�RQ�

7KHUH� LV�� KRZHYHU�� OLWWOH� HYLGHQFH� WKDW� WKH� LQWURGXFWLRQ� RI� 6)V� OHG� WR� DOORFDWLYH� RU
WDUJHWLQJ�JDLQV��7KRXJK�6)V�UHVRXUFHV�ZHUH��DV�D�UXOH��GLVEXUVHG�IDVWHU�DQG�PRUH�IOH[LEO\
WKDQ� LQ� PRVW� SXEOLF� SURJUDPPHV�� WKHVH� ZHUH� VHOGRP� DOORFDWHG� RQ� D� SULRULW\� EDVLV� WR
DFWLYLWLHV� ZKLFK� KDG� WKH� KLJKHVW� VRFLDO� UDWHV� RI� UHWXUQ� �VXFK� DV� SULPDU\� HGXFDWLRQ�
YDFFLQDWLRQ�SURJUDPPHV�RU� IHPDOH� OLWHUDF\��EXW� UDWKHU� WR� DFWLYLWLHV�ZKLFK�ZHUH� TXLFN�
GLVEXUVLQJ�� UHTXLUHG� OLWWOH� SURJUDPPH� SUHSDUDWLRQ� DQG� KDG� FRQVLGHUDEOH� GHPRQVWUDWLRQ
HIIHFWV�

$V�IRU�WKHLU�WDUJHWLQJ��WKRXJK�WKH�VWDWHG�REMHFWLYH�RI�6()V�ZDV�WR�FRPSHQVDWH� WKH� 
QHZ
SRRU
�� RU� WKH� 
SRRU� JHWWLQJ� SRRUHU
� EHFDXVH� RI� DGMXVWPHQW� �L�H��� JURXSV� �LL�� DQG� �LLL�� LQ
7DEOH�����WKH�HYLGHQFH�RQ�WKH�WDUJHWLQJ�RI�6)V�LV�PL[HG��7KH�SHUFHQWDJH�RI�SRRU�DPRQJ
WKH�EHQHILFLDU\�RI� WKH�6)V�YDULHG�VXEVWDQWLDOO\��6)V� WDUJHWHG�E\�VRPH�REMHFWLYH�FULWHULD
�SRRU� DUHDV�� IHPDOH�KHDGHG� KRXVHKROGV�� DQG� VR� RQ�� KDYH�PRUH� HIIHFWLYHO\� UHDFKHG� WKH
SRRU��3URJUDPPH�OHDNDJH��IRU�LQVWDQFH��KDV�EHHQ�ORZ�LQ�WKH�=DPELD�386+�SURJUDPPH
IRFXVLQJ�RQ�IHPDOH�KHDGHG�KRXVHKROGV��7KLV�KDV�QRW�EHHQ�WKH�FDVH��KRZHYHU��ZKHUH�VXFK
DQ�DSSURDFK�ZDV�QRW� IROORZHG��RU�ZKHUH� VHOI�VHOHFWLRQ�PHFKDQLVPV� �H�J�� DSSURSULDWHO\
ORZ� ZDJHV� LQ� SXEOLF� ZRUNV� SURJUDPPHV�� ZHUH� QRW� LQ� RSHUDWLRQ�� 7KH� %ROLYLDQ� 6()
�ZKLFK�SDLG�ZDJHV�ZHOO�DERYH�WKH�PLQLPXP�ZDJH��LV�D�JRRG�FDVH�LQ�SRLQW��:KLOH�WKLV
SURJUDPPH�EHQHILWHG�����PLOOLRQ�SHRSOH� �RU����SHU� FHQW�RI� WKH� SRSXODWLRQ��� LW� GLG� QRW
UHDFK�WKH�SRRUHVW��6WHZDUW�DQG�YDQ�GHU�*HHVW��������IRXQG��IRU�LQVWDQFH��WKDW�RQO\�����
SHU�FHQW�RI�6()�ZRUNHUV�ZHUH�GUDZQ�IURP�WKH�ERWWRP�WZR�GHFLOHV�RI�WKH�SRSXODWLRQ��EXW
WKDW����SHU�FHQW�EHORQJHG�WR�WKH�WKLUG�DQG�IRXUWK�LQFRPH�GHFLOHV�� ,Q�DGGLWLRQ��RQO\�RQH
SHU�FHQW�RI�WKH�EHQHILFLDULHV�ZHUH�ZRPHQ�

7DUJHWLQJ�LPEDODQFHV�E\�UHJLRQ�ZHUH�REVHUYHG�DOVR�LQ�WKH�FDVH�RI�3$06&$'��ZKHUH���
SHU�FHQW�RI�WKH�FLYLO�VHUYDQW�UHGHSOR\HG�DV�SDUW�RI�WKH�SURJUDPPH�ZHUH�DERYH�WKH�SRYHUW\
OLQH��7KH�UHGHSOR\PHQW�RI�FLYLO�VHUYDQWV��IXUWKHUPRUH��DEVRUEHG�PDQ\�PRUH�IXQGV� WKDQ
WKH� SURJUDPPHV� IRU� QXWULWLRQ�� ZRPHQ�� ZDWHU� ZHOOV�� HWF�� �+XWFKIXO� ������ 81&7$'
�������$QG�LQ�WKH�+RQGXUDQ�6,)�DFFRUGLQJ�WR�5HGG\������������� 
PXQLFLSDOLWLHV�ZLWK�D
KLJKHU�SRYHUW\� LQFLGHQFH�UHFHLYHG�RQO\������86��SHU�KHDG��ZKHUHDV� WKRVH�ZLWK� ORZHVW
LQFLGHQFH�UHFHLYHG�������86���VHH�DOVR�81&7$'������������%RWK�6HQHJDO
V�',5(�DQG
$*(7,3� ���� ZHUH� DOVR� VLJQLILFDQWO\� XUEDQ�ELDVHG
�� 6RPH� RI� WKHVH� SURJUDPPHV� ZHUH
H[SOLFLWO\�PHDQW�WR�SDFLI\�WKRVH�YRFDO�JURXSV��VXFK�DV�UHWUHQFKHG�PLGGOH�FLYLO�VHUYDQWV�
ZKR� WKRXJK� QRW� SRRU� KDG� EHHQ� DIIHFWHG� E\� DGMXVWPHQW� �JURXS� �YL�� LQ� �� FRXOG� KDYH
RSSRVHG�WKH�RYHUDOO�DGMXVWPHQW�SURJUDPPH�

7KH�WDUJHWLQJ�SUHFLVLRQ�RI�DGMXVWPHQW�UHODWHG�6)V�KDV�EHHQ�FRQVLGHUDEO\�ORZHU�WKDQ�WKDW
RI� WKH� SUH�DGMXVWPHQW�� HPSOR\PHQW�EDVHG� VDIHW\� QHWV� LOOXVWUDWHG� LQ� 6HFWLRQ� �
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�0DKDUDVWUD
V� (*6�� &KLOH
V� 3(0�32-+� DQG� %RWVZDQD
V� /%53��� ,Q� DGGLWLRQ�� VXFK
SURJUDPPHV�ZHUH�EHWWHU�IXQGHG�DQG�WKXV�FRXOG�FRYHU�D�PXFK�JUHDWHU�VKDUH�RI�WKH�SRRU
WKDQ� WKH� DGMXVWPHQW�UHODWHG� 6)V²ZKLFK� WKXV� H[FOXGHG� PDQ\� SRRU� IURP� WKHLU
programmes�

2QH� RI� WKH� FDXVHV� RI� WKH� UHODWLYHO\� SRRU� WDUJHWLQJ� RI� 6)V� ZDV� WKHLU� 
GHPDQG�GULYHQ

QDWXUH��$V�QRWHG��WKLV�DSSURDFK��RIWHQ�E\SDVVHG�WKH�SRRUHVW�ZKR�KDG�D�OLPLWHG�FDSDFLW\
WR� RUJDQL]H� DQG� DUWLFXODWH� WKHLU� GHPDQGV� HIIHFWLYHO\� DQG�� LQ� VRPH� FDVHV��PRELOL]H� WKH
FRXQWHUSDUW�IXQGV�QHHGHG�IRU�SURMHFW�LPSOHPHQWDWLRQ��$QRWKHU�FDXVH�ZDV�WKDW�WKH�ZDJHV
SDLG�LQ�SXEOLF�ZRUN�VFKHPHV�ZHUH�DERYH�WKH�QDWLRQDO�DYHUDJH�DQG�LQ�WKLV�ZD\�DWWUDFWHG
SHRSOH�DOUHDG\�HPSOR\HG�

6RPH�UHFHQW�OLWHUDWXUH�DUJXHV�WKDW�ZKLOH�LQHIIHFWLYH�LQ�FUHDWLQJ�HPSOR\PHQW�DQG�LQFRPH
IRU� WKH� 
QHZ� SRRU
�� WKH� QHZ� ZDYH� RI� FRPPXQLW\�EDVHG� 6,)V� KDV� EHHQ� UHODWLYHO\
VXFFHVVIXO� LQ�SURYLGLQJ� VRFLDO� VHUYLFHV� WR� WKH� 
ROG�SRRU
� OLYLQJ� LQ� DUHDV� QRW� UHDFKHG� E\
SXEOLF� VHUYLFHV�� L�H�� WR� WKH� JURXS� �L�� LQ� 7DEOH� ��� �0RUOH\� ������ S����� DUJXHV� WKDW� 
7KH
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�WKH�SRRU�HYHQ�LI�WKH�PHDVXUHG�LQFRPHV�RI�WKH�SRRU�GRHV�QRW�JR
XS�YHU\�PXFK
�

��� 3ROLWLFDO�HFRQRPLF�FRQVLGHUDWLRQV

$V� QRWHG� LQ� 6HFWLRQ� ��� PDQ\� 6)V� �VXFK� DV� WKH� (J\SWLDQ� DQG� *KDQDLDQ� RQHV�� ZHUH
IRUPXODWHG�ZLWK� FOHDU� DQG�GRPLQDQW�SROLWLFDO� REMHFWLYHV� DW� WKH� IRUHIURQW�� LQFOXGLQJ� WKH
GHVLUH� WR� UHGXFH�GRPHVWLF�RSSRVLWLRQ� WR� WKH�DGMXVWPHQW�SURFHVV��7KLV�ZDV�DFKLHYHG�E\
FRPSHQVDWLQJ�WKH�HFRQRPLF�ORVVHV�RI�LQIOXHQWLDO�JURXSV�RI�QRQ�SRRU��VXFK�DV�WKH�XSSHU
OD\HU� RI� WKH� EXUHDXFUDF\� DQG� XQLYHUVLW\� VWXGHQWV�� ZKR�� WKRXJK� QRW� SRRU� RU� VHYHUHO\
LPSRYHULVKHG�� FRXOG� KDYH� GLVUXSWHG� WKH� RUGHUO\� LPSOHPHQWDWLRQ� RI� WKH� DGMXVWPHQW
SURFHVV��)RU�WKHVH�UHDVRQV��6)V�ZHUH�KLJKO\�SXEOLFL]HG� had considerable visibility and,
as argued by some critics, focused more on ’face VDYLQJ
�UDWKHU�WKDQ�RQ�JLYLQJ�D�
KXPDQ
IDFH
� WR� WKH� DGMXVWPHQW� SURFHVV� �+XWFKIXO� �������$FFRUGLQJ� WR� RWKHUV� �*UDKDP� ������
6)V�ZHUH� 
LQVWUXPHQWV� WR�EXLOG�QHZ�FRDOLWLRQV
� LQ� IDYRXU�RI� VWUXFWXUDO� DGMXVWPHQW��7KH
FRPSRVLWLRQ� RI� VXFK� FRDOLWLRQV� YDULHG� IURP� RQH� FRXQWU\� WR� DQRWKHU� DQG� LQFOXGHG
GLIIHUHQW�PL[HV�RI�
QHZ�SRRU
��
ROG�SRRU
�DQG�
QRQ�SRRU
�

,Q� DGGLWLRQ�� WKRXJK� 6)V� KDYH� EHHQ� PDQDJHG� DFFRUGLQJ� WR� WUDQVSDUHQW� PDQDJHPHQW
FULWHULD�� WKH\� KDYH� QRW� EHHQ� LPPXQH� IURP� SROLWLFDO� LQWHUIHUHQFH� DQG� ZHUH� IUHTXHQWO\
PDQLSXODWHG�� IRU� LQVWDQFH� WR� JLYH� SUHIHUHQFH� WR� IULHQGV� DQG� WKRVH� ZKR� IDYRXUHG� WKH
DGMXVWPHQW�SURFHVV��LELG����,QGHHG��SFs have created a new coalition of stakeholders who
have sufficient personal incentives to support the adjustment process. This coalition
includes WKH�SRRU²ROG�DQG�QHZ²EHQHILWLQJ�IURP�FRPSHQVDWRU\�SURJUDPPHV��DV�ZHOO�DV
WKH�1*2V��ORFDO�JRYHUQPHQWV�DQG�RWKHU�FRQVWLWXHQWV�RI� WKH�FLYLO�VRFLHW\²ZKLFK�DFW�DV
6)V�LQWHUPHGLDULHV�DQG�DFTXLUH��LQ�WKLV�ZD\��JUHDWHU�ZHLJKW�ZKHQ�GHDOLQJ�ZLWK�WKH�FHQWUDO
JRYHUQPHQW�
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,Q� PDQ\� FDVHV�� 6()V� EHQHILWHG� IURP� OLPLWHG� SROLWLFDO� FRPPLWPHQW� E\� WKH� QDWLRQDO
DXWKRULWLHV�� ,Q� *KDQD�� WKH� JRYHUQPHQW� DFFHSWHG� WKH� ODXQFK� RI� WKH� RQFH� SDWK�EUHDNLQJ
3$06&$'�RQO\�JUXGJLQJO\��DQG�RQ�WKH�FRQGLWLRQ�WKDW�LW�ZRXOG�QRW�HQWDLO�DGGLWLRQDO�DLG�
FDXVH�QR�GLYHUVLRQ�IURP�RQJRLQJ�SURMHFWV�DQG�QRW�LPSRVH�XQVXVWDLQDEOH�IXWXUH�UHFXUUHQW
FRVWV� RQ� WKH� SXEOLF� DGPLQLVWUDWLRQ� �+XWFKIXO� ������� 7KH� VDPH� DXWKRU� QRWHV� WKDW

*KDQDLDQ�RIILFLDOV�GLG�QRW� WDNH� WKH�SURJUDPPH� VHULRXVO\�� DQG� DPRQJ� WKH� SXEOLF� WKHUH
ZDV� WKH� SHUFHSWLRQ� WKDW� 3$06&$'� ZDV� D� 
FKHDS
� SDOOLDWLYH� LQWHQGHG� ODUJHO\� IRU
GHPRQVWUDWLRQ�HIIHFWV
�
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,Q� OLJKW� RI� WKH� UHFRUG� UHYLHZHG� LQ� WKLV� SDSHU�� ZH� UHFRPPHQG� WKDW� IXUWKHU� HIIRUWV� WR
DGGUHVV�SRYHUW\�DQG�GLVWULEXWLRQDO�FRQFHUQV�LQ�IXWXUH�DGMXVWPHQW�SURJUDPPHV�WDNH�LQWR
FRQVLGHUDWLRQ�WKH�IROORZLQJ�SRLQWV�

�� 6XVWDLQDEOH� 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�SHUPDQHQW�VRFLDO�VDIHW\�QHWV�ZKLFK�
ZKLOH�GUDZLQJ�RQ�DOO�FRPSRQHQWV�RI�VRFLHW\��DUH�ZHOO�LQWHJUDWHG�LQ�D�QDWLRQZLGH
VRFLDO�SURWHFWLRQ�DQG�GHYHORSPHQW�IUDPHZRUN�

2. Adjustment programmes should strive to avoid too large initial social
expenditure cuts and foster a JUHDWHU congruence between the objectives of
PDFURHFRQRPLF�VWDELOLW\�DQG�VRFLDO�SURWHFWLRQ��7KH�H[SHULHQFH�UHYLHZHG� LQ� WKLV
SDSHU�LV�WKDW�ODUJH�LQLWLDO�FXWV�LQ�VRFLDO�H[SHQGLWXUH�ZHUH�RQO\�LQ�SDUW�UHYHUVHG�E\
WKH�ODXQFK��\HDUV�ODWHU��RI�6)V��7KH�%:,V�DUH�QRW�LPPXQH�IURP�FULWLFLVP�LQ�WKLV
UHJDUG�� $V� DOUHDG\� QRWHG� LQ� DQ� HDUOLHU� HYDOXDWLRQ� RI� WKH� :RUOG� %DQN
V� SROLF\
WRZDUGV� SRYHUW\� DOOHYLDWLRQ� SUHSDUHG� IRU� WKH� *���� �(PPHULM� ������� LWV� VWURQJ
UKHWRULF� RQ� SRYHUW\� DOOHYLDWLRQ�ZDV� QRW� DEOH� WR� FKDQJH� VXIILFLHQWO\� LWV� LQWHUQDO
RUJDQL]DWLRQ� WR� PHHW� WKLV� QHZ� FKDOOHQJH�� PRELOL]H� DGHTXDWH� GRPHVWLF� DQG
LQWHUQDWLRQDO�IXQGV�RU�WR�alter the orthodox position on key adjustment decisions
(such as the extent of budgetary contraction, speed of removal of subsides, surge
in interest rates and so on) which have been shown to have a large and
immediate social impact.

�� ,W�LV�HVVHQWLDO�DQG�XUJHQW�WR�RYHUKDXO�DQG�GHYHORS�GXULQJ�QRUPDO�WLPHV�SHUPDQHQW
DQG�FRVW�HIIHFWLYH�VRFLDO�VHFXULW\�V\VWHP�� LQFOXGLQJ�RI� WKH�VRFLDO� LQVXUDQFH� W\SH
DQG�� DV� WKH� ,QGLDQ� H[SHULHQFH� VKRZV�� LQFOXGLQJ� LQ� ORZ�LQFRPH� UXUDO� VHWWLQJV�
5eformed, cost-efficient permanent social arrangements are likely to be more
efficient in containing the social costs of severe crises than hastily arranged,
temporary SFs. Creating permanent, and yet flexible and cost-effective, social
safety nets (including against natural disasters such as droughts and floods)
should thus be a priority of the IMF, World Bank and ILO. Ad hoc SFs should be
established mainly in the case of unpredictable contingencies, or whenever an
overly rapid expansion of existing social institutions and arrangements would
risk to cripple their overall functioning.

�� 'XULQJ� SHULRGV� RI� FULVLV� DQG� DGMXVWPHQW�� WKH� DQWLF\QFOLFDO� FRPSRQHQWV� RI� WKH
VRFLDO� VDIHW\� QHWV� QHHG� WR� EH� DOORFDWHG� DGHTXDWH� GRPHVWLF� �DQG�� LI� QHHGHG�
H[WHUQDO�� UHVRXUFHV��:KLOH� WKH� VSHFLILF� IXQGLQJ� OHYHO� DQG� DFWLYLW\�PL[� RI� WKHVH
DQWLF\FOLFDO�FRPSRQHQWV�GHSHQGV�RQ�WKH�LQWHQVLW\�RI�WKH�FULVLV�DW�KDQG�DQG�RQ�WKH
SRSXODWLRQ�JURXSV�DIIHFWHG��LW�ZLOO�EH�YLUWXDOO\�LPSRVVLEOH�WR�DFKLHYH�QDWLRQZLGH
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VRFLDO�SURWHFWLRQ�REMHFWLYHV�ZLWK� WKH� OHYHO�RI� UHVRXUFHV� DOORFDWHG� WR�6)V�GXULQJ
WKH�ODVW����\HDUV�

�� 7KH� VHTXHQFLQJ� DQG� DGPLQLVWUDWLRQ� RI� 6)V� DOVR� UHTXLUHV� DWWHQWLRQ��$QWLF\FOLFDO
VDIHW\� QHWV� QHHG� LQ� IDFW� WR� EH� LQWURGXFHG� FRQFXUUHQWO\� ZLWK� DGMXVWPHQW
SURJUDPPHV� RU� SULRU� WR� WKHLU� ODXQFK� �EHFDXVH� RI� WKH� WLPH� LW� WDNHV� WR� VHW� WKHP
XS�²� DQG� QRW� \HDUV� DIWHU� WKHVH� KDYH� EHHQ� LQ� RSHUDWLRQ²DV� WKH� LQFUHDVHV� LQ
SRYHUW\�DQG�XQHPSOR\PHQW�ZKLFK�PD\�RFFXU�LPPHGLDWHO\�DIWHU�DGMXVWPHQW�FRXOG
EHFDPH� SHUPDQHQW�� GHHSO\� URRWHG� DQG� GLIILFXOW� WR� GHDO� ZLWK�� 2QH� ZD\� WR
PLQLPL]H�UHVSRQVH�WLPHV�LV�WR�HQWUXVW�WKH�UHVSRQVLELOLW\�IRU�WKHVH�LQWHUYHQWLRQV�WR
SHUPDQHQW� LQVWLWXWLRQDO� VWUXFWXUHV� ZKLFK� FDQ� FRXQW� RQ� ZHOO�WHVWHG� UHVSRQVH
SURFHGXUHV� DQG� LQIUDVWUXFWXUH��:KLOH� VXFK� LQIUDVWUXFWXUH� VKRXOG� EH� VFDOHG� EDFN
GXULQJ� QRUPDO� \HDUV�� LW� VKRXOG� QRW� EH� FORVHG� QRU� IROGHG� GRZQ�� ,QGHHG�� GXULQJ
QRUPDO� \HDUV�� WKH� 6)V� �H�J�� DQ� HPSOR\PHQW� IXQG�� FRXOG� DFFXPXODWH� UHVRXUFHV
ZKLFK�FRXOG�ODWHU�KHOS�VHWWLQJ�XS�HPSOR\PHQW�VFKHPHV�GXULQJ�\HDUV�RI�UHFHVVLRQ�
,Q� WKLV�ZD\�� WKHVH�DUUDQJHPHQWV�ZRXOG� IDFLOLWDWH�DQ� LQWHUWHPSRUDO� UHGLVWULEXWLRQ
RI�UHVRXUFHV�ZKLFK�FRXOG�KHOS�VXVWDLQLQJ�OLYLQJ�VWDQGDUGV�GXULQJ�GLIILFXOW�\HDUV�

��� )LQDOO\�� WKH� WDUJHWLQJ� RI� WKH� VRFLDO� SURWHFWLRQ� SURJUDPPHV� VKRXOG� DOVR� EH
FRQVLGHUHG�� )LUVW� RI� DOO�� WDUJHWLQJ� VKRXOG� DLP� QRW� RQO\� DW� UHGXFLQJ� SURJUDPPH
OHDNDJH� �L�H�� WKH� LQFOXVLRQ� RI� QRQ�SRRU� LQWR� SURJUDPPH� DFWLYLWLHV�� EXW� DOVR� DW
PLQLPL]LQJ� WKH� H[FOXVLRQ� RI� GHVHUYLQJ� SRRU� IURP� WKH� VDPH�� 6HFRQG�� LQ� WKLV
UHJDUG��WKH�SULRULW\�DVVLJQHG�WR�GHPDQG�GULYHQ�SURJUDPPHV�VKRXOG�EH�FRPELQHG
ZLWK� FRPSOHPHQWDU\� HIIRUWV� DLPLQJ� DW� UHDFKLQJ� LQ� D� VWDWH�LQLWLDWHG� PRGH²
VXSSRUWHG� E\� DGHTXDWH� VRFLDO� RXWUHDFK� �WKRVH� UHJLRQV�ZKHUH� WKH� SRRUHVW� RI� WKH
SRRU��XQDEOH�WR�H[SUHVV�WKHLU�QHHGV�DQG�PDUVKDO�HYHQ�PLQLPDO�UHVRXUFHV��OLYH�
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$KPDG��(KWLVKDP��-HDQ�'Uq]H��-RKQ�+LOOV�DQG�$PDUW\D�6HQ���������6RFLDO�6HFXULW\� LQ
'HYHORSLQJ� &RXQWULHV�� :,'(5� 6WXGLHV� LQ� 'HYHORSPHQW� (FRQRPLFV�� 2[IRUG�� 2[IRUG
8QLYHUVLW\�3UHVV�

%LJLR�� $QWKRQ\� *�� �������� 6RFLDO� )XQGV� DQG� 5HDFKLQJ� WKH� 3RRU�� (',� /HDUQLQJ
5HVRXUFH�6HULHV��:DVKLQJWRQ��'&��:RUOG�%DQN�

&KX��.H�<RXQJ���������
6RFLDO�6DIHW\�1HWV�IRU�$VLDQ�(FRQRPLHV�LQ�&ULVLV
��:DVKLQJWRQ�
'&��,0)��0LPHR�

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

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

&RUQLD��*LRYDQQL�$QGUHD� �������� 
,QYHVWLQJ� LQ� KXPDQ� UHVRXUFHV�� KHDOWK�� QXWULWLRQ� DQG
GHYHORSPHQW� IRU� WKH� ����V
�� -RXUQDO� RI� 'HYHORSPHQW� 3ODQQLQJ� 1R� ���� 1HZ� <RUN�
8QLWHG�1DWLRQV�

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

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

(OVWHU�� -RQ�� &ODXV� 2IIH� DQG� 8OULFK� .�� 3UHXVV� �������� ,QVWLWXWLRQDO� 'HVLJQ� LQ� 3RVW�
&RPPXQLVW�6RFLHWLHV��&DPEULGJH��8.��&DPEULGJH�8QLYHUVLW\�3UHVV�

(PPHULM�� /RXLV� �������� 
$�&ULWLFDO� 5HYLHZ� RI� WKH�:RUOG�%DQN
V�$SSURDFK� WR� 6RFLDO�
6HFWRU� /HQGLQJ� DQG� 3RYHUW\� $OOHYLDWLRQ
�� ,Q� 81&7$'� ,QWHUQDWLRQDO� 0RQHWDU\� DQG
)LQDQFLDO�,VVXHV�IRU�WKH�����V��9ROXPH�9��1HZ�<RUN�DQG�*HQHYD��8QLWHG�1DWLRQV�

*ODHVVQHU��3KLOLS�-���.\H�:RR�/HH��$QQD�0DULD�6DQW
$QQD�DQG�-HDQ�-DFTXHV�GH�6DLQW�
$QWRLQH���������
3RYHUW\�$OOHYLDWLRQ�DQG�6RFLDO�,QYHVWPHQW�)XQGV��7KH�/DWLQ�$PHULFDQ
([SHULHQFH
��:RUOG�%DQN�'LVFXVVLRQ�3DSHUV�1R������:DVKLQJWRQ��'&��:RUOG�%DQN�

*UDKDP��&DURO��������� 
0DUNHW�7UDQVLWLRQ�DQG�WKH�3RRU��1HZ�&RDOLWLRQV�IRU�(FRQRPLF
5HIRUP
��:DVKLQJWRQ��'&��7KH�%URRNLQJV�,QVWLWXWLRQ��0LPHR�
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*XKDQ��6���������� 
6RFLDO�6HFXULW\� IRU� WKH�8QRUJDQL]HG�3RRU��$�)HDVLEOH�%OXHSULQW� IRU
,QGLD
��'LVFXVVLRQ�3DSHU��%RPED\��81'3�DQG�,QGLUD�*DQGKL� ,QVWLWXWH�RI�'HYHORSPHQW
5HVHDUFK�

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

+DUW��2���$��6KOHLIHU��5�:��9LVKQ\��������� 
7KH�3URSHU�6FRSH�RI�*RYHUQPHQW��7KHRU\
DQG�DQ�$SSOLFDWLRQ�WR�3ULVRQV
��+DUYDUG�,QVWLWXWH�RI�(FRQRPLF�5HVHDUFK��+DUYDUG�

+XWFKIXO��(ERH���������
��6PRNH�DQG�0LUURUV���7KH�:RUOG�%DQN
V�6RFLDO�'LPHQVLRQ�RI
$GMXVWPHQW��6'$��3URJUDPPH
��5HYLHZ�RI�$IULFDQ�3ROLWLFDO�(FRQRP\�������������

,/2� �������� 7KH� &RVW� RI� 6RFLDO� 6HFXULW\�� )RXUWHHQWK� ,QWHUQDWLRQDO� (QTXLU\�� ��������
*HQHYD��,/2�

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

,0)��YDULRXV�LVVXHV���,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��:DVKLQJWRQ��'&��,0)�

-HVSHUVHQ��(YD���������
([WHUQDO�6KRFNV��$GMXVWPHQW�3ROLFLHV�DQG�(FRQRPLF�DQG�6RFLDO
3HUIRUPDQFH
�� ,Q�$IULFD
V� 5HFRYHU\� LQ� WKH� ����V�� IURP� 6WDJQDWLRQ� DQG� $GMXVWPHQW� WR
+XPDQ�'HYHORSPHQW��HGLWHG� E\�*LRYDQQL�$QGUHD�&RUQLD��5ROSK� YDQ� GHU�+RHYHQ� DQG
7KDQGLND�0NDQGDZLUH��%DVLQJVWRNHV��0DF0LOODQ�

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

.DQEXU�� 5DYL� �������� 
7KH� ,PSOLFDWLRQV� RI� $GMXVWPHQW� 3URJUDPPHV� IRU� 3RYHUW\�
&RQFHSWXDO�,VVXHV�DQG�$QDO\WLFDO�)UDPHZRUN
��,Q�6RFLDO�6DIHW\�1HWV��,VVXHV�DQG�5HFHQW
([SHULHQFHV��HGLWHG�E\�.H�<RXQJ�&KX�DQG�6DQMHHY�*XSWD��:DVKLQJWRQ��'&��,0)�

0DUF�� $OH[DQGUH�� &DURO� *UDKDP�� 0DUF� 6FKDFWHU� DQG� 0DU\� 6FKPLGW� �������� 
6RFLDO
$FWLRQ�3URJUDPPHV�DQG�6RFLDO�)XQGV��$�5HYLHZ�RI�$GMXVWPHQW�DQG�,PSOHPHQWDWLRQ�LQ
6XE�6DKDUDQ�$IULFD
��:RUOG�%DQN�'LVFXVVLRQ�3DSHUV�1R������:DVKLQJWRQ��'&��:RUOG
%DQN�

0HVD�/DJR��&DUPHOR� �������� 
6RFLDO� 6HFXULW\� LQ� /DWLQ�$PHULFD� DQG� WKH�&DULEEHDQ��$
&RPSDUDWLYH� $VVHVVPHQW
�� ,Q� 6RFLDO� 6HFXULW\� LQ� 'HYHORSLQJ� &RXQWULHV�� HGLWHG� E\� (�
$KPDG�� -�� 'Uq]H�� -�� +LOOV� DQG� $�� 6HQ��:,'(5� 6WXGLHV� LQ� 'HYHORSPHQW� (FRQRPLFV�
2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�
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0RUOH\�� 6DPXHO� �������� 
7KH� ,QWHU�$PHULFDQ� 'HYHORSPHQW� %DQN
V� � 6WXG\� RI� 6RFLDO
6WXG\
�� ,Q�6RFLDO�)XQGV�DQG�5HDFKLQJ� WKH�3RRU��HGLWHG�E\�$��*��%LJLR��(',�/HDUQLQJ
5HVRXUFH�6HULHV��:DVKLQJWRQ��'&��:RUOG�%DQN�

0ZDEX�� *HUPDQR�� &HFLOLD� 8JD]� DQG� *RUGRQ� :KLWH� �HGV�� �������� 1HZ� 3DWWHUQV� RI
6RFLDO�3URYLVLRQ�LQ�/RZ�,QFRPH�&RXQWULHV��)RUWKFRPLQJ�

1HOO��-DFRE�DQG�.LWW\�6WHZDUW��������� 
'HDWK�LQ�7UDQVLWLRQ��7KH�5LVH�LQ�WKH�'HDWK�5DWH
LQ� 5XVVLD� VLQFH� ����
�� ,QQRFHQWL� 2FFDVLRQDO� 3DSHUV�� (FRQRPLF� 3ROLF\� 6HULHV�� 1R� ���
)ORUHQFH��81,&()�,QWHUQDWLRQDO�&KLOG�'HYHORSPHQW�&HQWUH�

3LQVWUXS�$QGHUVHQ��3HU���������&RQVXPHU�2ULHQWHG�)RRG�6XEVLGLHV��&RVWV��%HQHILWV�DQG
3ROLF\�2SWLRQV��%DOWLPRUH��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV�
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