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7KH�,0)�PRGHO�RI�WKH�HFRQRPLF�WUDQVLWLRQ�VWUHVVHV�WKH�UROH�RI�PDFUR�SROLF\
UHIRUP��,W�FRQFOXGHV�WKDW�UDSLG�UHIRUP�WR�D�PDUNHW�HFRQRP\�LV�SUHIHUDEOH�WR
VORZ� UHIRUP� EHFDXVH� ODWH� UHIRUPHUV� H[SHULHQFH� YHU\� VWHHS� WUDQVLWLRQ
UHFHVVLRQV�DQG�VHYHUH�FRQWUDFWLRQV� LQ�JRYHUQPHQW� UHYHQXHV��+RZHYHU�� WKH
SUHGLFWLYH�SRZHU�RI�WKH�,0)�PRGHO�KDV�ZHDNHQHG� WKURXJK� WKH� ODWH�����V�
7KLV�LV�EHFDXVH�LW�XQGHU�HVWLPDWHV�WKH�UROH�RI�LQLWLDO�FRQGLWLRQV�WKDW�LQFOXGH
WKH� QDWXUDO� UHVRXUFH� HQGRZPHQW� DV� ZHOO� DV� LQVWLWXWLRQDO� FDSLWDO� DQG� WKH
OHJDF\� RI� SURGXFHG� FDSLWDO�� 7KLV� SDSHU� GHPRQVWUDWHV� KRZ� WKH� SUHGLFWLYH
SRZHU�RI�WKH�,0)�PRGHO�FDQ�EH�LPSURYHG�E\�WDNLQJ�DFFRXQW�RI�WKH�LPSDFW
RI�QDWXUDO� UHVRXUFH� DEXQGDQFH� IRU� WKH� WUDQVLWLRQ��5HVRXUFH� DEXQGDQFH�FDQ
IHHG� FRUUXSWLRQ� DQG�GLPLQLVK� WKH� XUJHQF\� RI� UHIRUP�� WKHUHE\� LQWHQVLI\LQJ
WKH� DGYHUVH� HIIHFW� RI� D� UHWDUGHG� WUDQVLWLRQ�� ,W� FDQ� DOVR� DPSOLI\� WKH
FRQWUDFWLRQ� RI� WKH� QRQ�ERRPLQJ� WUDGHDEOH� VHFWRU� GXH� WR� 'XWFK� GLVHDVH
HIIHFWV�� 7KHVH� DGYHUVH� IHDWXUHV� DUH� OLNHO\� WR� EH� PRUH� VHYHUH� ZKHUH� WKH
UHVRXUFH� HQGRZPHQW� FUHDWHV� SRLQW� VRXUFH� VRFLR�HFRQRPLF� OLQNDJHV�� DV� LQ
PLQLQJ��DV�RSSRVHG�WR�WKH�GLIIXVH�OLQNDJHV�DVVRFLDWHG�ZLWK�FURS�SURGXFWLRQ
E\�\HRPDQ�IDUPHUV��7KH�GHWULPHQWDO�HIIHFWV�RI�UHVRXUFH�DEXQGDQFH�DUH�DOVR
OLNHO\�WR�EH�PRUH�VHYHUH�ZKHUH�LQVWLWXWLRQDO�FDSLWDO�LV�GHILFLHQW��&RQVLVWHQW
ZLWK� VXFK� D� UHVRXUFH�FRQVWUDLQHG� YDULDQW� RI� WKH� ,0)� PRGHO�� UHVRXUFH�
DEXQGDQW�.D]DNKVWDQ�DQG�8]EHNLVWDQ�ERWK�GHOD\HG�WKHLU�UHIRUPV�DQG�ERWK
H[KLELW� KLJK� OHYHOV�RI� FRUUXSWLRQ� UHODWLYH� WR� WKH� WUDQVLWLRQ� HFRQRPLHV� DV� D
ZKROH��$OVR��HFRQRPLF�UHFRYHU\�LQ�.D]DNKVWDQ�LV�VORZHU�WKDQ�WKH�RULJLQDO
,0)� PRGHO� SUHGLFWV� EHFDXVH� LQYHVWPHQW� LQ� PLQHUDOV� VWUHQJWKHQHG� WKH
H[FKDQJH� UDWH� DQG� UHWDUGHG� HFRQRPLF� GLYHUVLILFDWLRQ�� ,Q� WKH� FDVH� RI
8]EHNLVWDQ��D�QDWXUDO�UHVRXUFH�HQGRZPHQW�WKDW�\LHOGHG�HVSHFLDOO\�EXR\DQW
FURS�UHYHQXHV��WKDW�HDVHG�WKH�IRUHLJQ�H[FKDQJH�FRQVWUDLQW��KHOSV�WR�H[SODLQ
ZK\�WKH�JURZWK�FROODSVH�LV�OHVV�WKDQ�WKH�XQDGMXVWHG�,0)�PRGHO�SUHGLFWV�IRU
VXFK� D� VORZ� UHIRUPHU�� 7KLV� H[SODQDWLRQ� LV� VWLOO� WRR� VLPSOH�� KRZHYHU�
8]EHNLVWDQ� DOVR� EHQHILWV� IURP� UREXVW� VRFLDO� FDSLWDO� DQG� OLPLWHG� REVROHWH
LQGXVWU\��ERWK�RI�ZKLFK�UHWDUG�WKH�GHFOLQH�LQ�JRYHUQPHQW�UHYHQXH��)LQDOO\�
WKH� UHVRXUFH�FRQVWUDLQHG� ,0)� PRGHO� VXJJHVWV� WKDW� WKH� 8]EHN� SROLF\� RI
JUDGXDO�UHIRUP�UHSUHVVHV�H[SRUWV�DQG�LQWHQVLILHV�HFRQRPLF�GLVWRUWLRQV��7KLV
ZLOO�ORFN�WKH�HFRQRP\�LQWR�D�VWDSOH� WUDS�DQG�OHDG�WR�D�JURZWK�FROODSVH��DV
WKH� H[SHULHQFH� RI� PDQ\� UHVRXUFH�DEXQGDQW� GHYHORSLQJ�PDUNHW� HFRQRPLHV
WHVWLILHV�
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,Q� WKH� PLG�����V�� FRPSDUDWLYH� VWXGLHV� RI� WKH� HFRQRPLHV� LQ� WUDQVLWLRQ
VWURQJO\� VXJJHVWHG� WKDW� PDFUR� SROLF\� UHIRUP� GHWHUPLQHG� VXFFHVVIXO
DGMXVWPHQW� �'H�0HOR� HW� DO�� ������ )LVFKHU� HW� DO�� ������ DQG� $VOXQG� HW� DO�
������� 0RUH� VSHFLILFDOO\�� IDVWHU� UHIRUP� RI� PDFUR� SROLF\� DSSHDUHG� WR� EH
SUHIHUDEOH� WR� JUDGXDO� UHIRUP� EHFDXVH� WKH� IDVWHU� UHIRUPHUV� WHQGHG� WR
H[SHULHQFH� OHVV� ORVV� RI� RXWSXW� DQG� JRYHUQPHQW� UHYHQXH� WKDQ� WKH� VORZHU
UHIRUPHUV�GLG��DQG�WR�UHVXPH�HFRQRPLF�JURZWK�HDUOLHU��7KH�PRGHO�RI�UDSLG
UHIRUP�ZDV�FKDPSLRQHG�E\�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�DQG�LW�LV
WHUPHG� KHUH� WKH� ,0)�PRGHO��+RZHYHU��PRUH� UHFHQW� GDWD� KDYH� FDVW� GRXEW
XSRQ� WKH� DELOLW\� RI� WKH� ,0)� PRGHO� WR� H[SODLQ� WKH� GLIIHUHQFHV� DPRQJ
FRXQWULHV� LQ� WKHLU� WUDQVLWLRQ� RXWFRPHV�� )RU� H[DPSOH�� WKH� LQWHUPHGLDWH
UHIRUPHU�.D]DNKVWDQ�KDV�QRW�DFKLHYHG�WKH�HFRQRPLF�UHERXQG�SUHGLFWHG�E\
WKH�PRGHO�ZKHUHDV�8]EHNLVWDQ��D�YHU\�VORZ�UHIRUPHU��KDV�QRW�H[SHULHQFHG
WKH�DFFHOHUDWLQJ�JURZWK�FROODSVH� WKDW�ZDV� H[SHFWHG��$�NH\�RPLVVLRQ� IURP
WKH� PDFUR� SROLF\� PRGHO� LV� WKH� LPSDFW� RI� WKH� LQLWLDO� FRQGLWLRQV� RQ� WKH
WUDQVLWLRQ��QRWDEO\�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW��LQVWLWXWLRQDO�FDSLWDO�DQG
WKH� HFRQRPLF� GLVWRUWLRQV� WKDW� KDYH� OHIW� REVROHWH� SURGXFHG� FDSLWDO� DV� D
OHJDF\�RI�FHQWUDO�SODQQLQJ��'H�0HOR�HW�DO��������+DYU\O\VK\Q�HW�DO�������
.HQQ\�������

7KLV� SDSHU� DQDO\VHV� WKH� LPSDFW� RI�RQH� LPSRUWDQW� VHW� RI� LQLWLDO� FRQGLWLRQV�
WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW��7KH�OLWHUDWXUH�VXJJHVWV�WKDW�WKHUH�DUH�WZR
LPSRUWDQW� UHDVRQV� IRU� H[SHFWLQJ� UHVRXUFH� DEXQGDQFH� WR� KHLJKWHQ� WKH
SUREOHPV�RI� WKH� WUDQVLWLRQ�� )LUVW�� WKH� QDWXUDO� UHVRXUFH� UHQWV�PD\� SRVWSRQH
UHIRUP�E\� DSSHDULQJ� WR� UHGXFH� LWV�XUJHQF\� DQG�RU� E\� GLYHUWLQJ� HIIRUW� LQWR
UHQW�VHHNLQJ�DFWLYLW\��)U\H�DQG�6KOHLIHU�������/DQH�DQG�7RUQHOO�������/HLWH
DQG�:HLGPDQQ��������6HFRQG��UHVRXUFH�DEXQGDQFH�PD\�DPSOLI\�WKH�'XWFK
GLVHDVH� HIIHFWV� DQG� H[DFHUEDWH� WKH� FRQWUDFWLRQ� RI� WKH� QRQ�UHVRXUFH
WUDGHDEOHV�WKDW�LV�VXFK�D�PDUNHG�FKDUDFWHULVWLF�RI�WKH�WUDQVLWLRQ��5RVHQEHUJ
DQG�6DDYDODLQHQ�������6DFKV�DQG�:DUQHU��������7KH�'XWFK�GLVHDVH�HIIHFWV
IXUWKHU� GHSUHVV� LQYHVWPHQW� LQ� WKH� FRPSHWLWLYH� GLYHUVLILFDWLRQ� RI� WKH
HFRQRP\�� 7KH\� DOVR� UHWDUG� ORQJ�WHUP� HFRQRPLF� JURZWK� LI� WKHUH� DUH
LPSRUWDQW� SRVLWLYH� VSLOORYHU� HIIHFWV� IURP� PDQXIDFWXULQJ� DQG� LQWHQVLYH
DJULFXOWXUH�

7KH�818�:,'(5�SURMHFW� VXJJHVWV� WKDW� WKHVH�SRWHQWLDOO\�DGYHUVH� IHDWXUHV
RI� UHVRXUFH�DEXQGDQFH� IRU� WKH� WUDQVLWLRQ� PD\� EH� VWURQJHU� LQ� WKH� FDVH� RI
UHVRXUFHV� VXFK� DV� PLQHUDOV� WKDW� JHQHUDWH� 
SRLQW
� VRFLR�HFRQRPLF� OLQNDJHV
WKDQ� LQ� WKH� FDVH� RI� WKH� 
GLIIXVH
� VRFLR�HFRQRPLF� OLQNDJHV� DVVRFLDWHG� ZLWK
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FURS�GULYHQ� HFRQRPLHV�� 7KHUH� DUH� WZR� PDLQ� UHDVRQV� IRU� WKLV�� )LUVW�� WKH
SULQFLSDO� VWLPXOXV� WR� WKH� HFRQRP\� IURP� D� KLJKO\� FDSLWDO�LQWHQVLYH� VHFWRU
OLNH�PLQLQJ�WHQGV� WR�EH�WKURXJK�SURILWV�DQG� WD[DWLRQ�DQG�WKLV� LV�DVVRFLDWHG
ZLWK�VNHZHG�DFFHVV�WR�DVVHWV�DQG�VWXQWHG�ILQDO�GHPDQG�OLQNDJH��,Q�DGGLWLRQ�
WKH� JRYHUQPHQW� LV� UHTXLUHG� WR� SOD\� D� JUHDWHU� UROH� LQ� PD[LPL]LQJ� WKH
GRPHVWLF� GHSOR\PHQW� RI� PLQHUDO� UHQWV� FRPSDUHG� ZLWK� FURS� UHQWV�� 7KLV
LQFUHDVHV�WKH�ULVN�ERWK�RI�JRYHUQPHQW�IDLOXUH�DQG�RI� WKH�GLVVLSDWLRQ�RI� WKH
UHQWV� LQ� JUDQGLRVH� SURMHFWV� DQG� FRUUXSWLRQ�� 7KLV� LV� HVSHFLDOO\� VR� IRU
WUDQVLWLRQ� HFRQRPLHV� EHFDXVH� WKHLU� JRYHUQPHQWV� ODFN� WKH� LQVWLWXWLRQDO
FDSDFLW\�WR�HQVXUH�SXEOLF�DFFRXQWDELOLW\��7KH�VHFRQG�UHDVRQ�IRU�WKH�JUHDWHU
YXOQHUDELOLW\�RI�PLQHUDO�HFRQRPLHV�LQ�WUDQVLWLRQ�DULVHV�RXW�RI�WKH�YHU\�ODUJH
LQYHVWPHQWV� WKDW� DUH� UHTXLUHG� WR� H[SDQG� WKH� SURGXFWLYH� FDSDFLW\� RI�PLQHV
DQG�RLOILHOGV��6XFK�LQYHVWPHQW�PD\�FDXVH�WKH�SRVW�WUDQVLWLRQ�DSSUHFLDWLRQ�RI
WKH� UHDO� H[FKDQJH� UDWH� WR� FRPPHQFH� HDUOLHU� WKDQ�ZRXOG� RWKHUZLVH� EH� WKH
FDVH��DQG�DOVR�WR�SURYH�SDUWLFXODUO\�VWURQJ��7KLV�ZLOO�DFFHOHUDWH�WKH�GHFOLQH
RI�WKH�QRQ�PLQLQJ�WUDGHDEOHV�VHFWRU�DQG��EHFDXVH�WKDW�VHFWRU�LV�PRUH�ODERXU�
LQWHQVLYH� WKDQ� PLQLQJ�� WKLV� ZLOO� IXUWKHU� KHLJKWHQ� LQFRPH� LQHTXDOLW\� DQG
H[DFHUEDWH�VRFLDO�WHQVLRQV�

7KLV�SDSHU�H[DPLQHV�WKH�LPSDFW�RI�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW�RQ�WKH
HFRQRPLF� WUDQVLWLRQ� ZLWK� UHIHUHQFH� WR� WZR� UHVRXUFH�DEXQGDQW� WUDQVLWLRQ
HFRQRPLHV�� PLQHUDO�ULFK� .D]DNKVWDQ� DQG� FURSODQG�ULFK� 8]EHNLVWDQ�� 7KH
VWUXFWXUH�RI�WKH�SDSHU�LV�DV�IROORZV��7KH�QH[W�VHFWLRQ��VHFWLRQ�WZR��UHYLHZV
WKH� OLWHUDWXUH� RQ� WUDQVLWLRQDO� UHVWUXFWXULQJ� DQG� WKH� ,0)� PRGHO�� ,W� WKHQ
UHILQHV�WKH�,0)�PRGHO�WR�WDNH�DFFRXQW�RI�WKH�LQLWLDO�FRQGLWLRQV��IRFXVLQJ�RQ
WKH�UROH�RI�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW��6HFWLRQ�WKUHH�EULHIO\�GHVFULEHV
WKH� SDFH� RI� UHIRUP� LQ� WKH� WZR� FDVH� VWXG\� FRXQWULHV� DQG� FRPSDUHV� WKHLU
WUDQVLWLRQ�WUDMHFWRULHV�ZLWK�WKH�SUHGLFWLRQV�RI�WKH�,0)�PRGHO��,W�VKRZV�WKDW
XQWLO� DERXW� ������.D]DNKVWDQ� ODUJHO\� FRQIRUPHG� WR� WKH� JURZWK� WUDMHFWRU\
H[SHFWHG� RI� D� ODWH� UHIRUPHU�� ZKHUHDV� 8]EHNLVWDQ� GLG� QRW�� 6HFWLRQ� IRXU
DQDO\VHV� ZKHWKHU� D� ODUJH� PLQHUDO� HQGRZPHQW� H[SODLQV� WKH� VXEVHTXHQW
KHVLWDQW�UHFRYHU\�RI�.D]DNKVWDQ��6HFWLRQ�ILYH��HYDOXDWHV�DOWHUQDWLYH�WKHRULHV
IRU� WKH� UHODWLYHO\� VKDOORZ� WUDQVLWLRQ� UHFHVVLRQ� RI� 8]EHNLVWDQ�� 6HFWLRQ� VL[
VXPPDUL]HV�WKH�FRQFOXVLRQV�DQG�GUDZV�WKH�SROLF\�LPSOLFDWLRQV�



�

���7+(�0$&52�32/,&<�02'(/�35(',&7,216�$1'
'(),&,(1&,(6

����7KH�VW\OL]HG�IDFWV�RI�WKH�,0)�PRGHO�RI�WUDQVLWLRQ�UHIRUP

7KH�,0)�PRGHO�UHVWV�XSRQ�WKUHH�FHQWUDO�SUHPLVHV��)LUVW��UDSLG�VWDELOL]DWLRQ
DQG� WLJKW� LQIODWLRQ� FRQWURO� DUH� QHFHVVDU\�� 6HFRQG�� VWDELOL]DWLRQ� UHTXLUHV
SURPSW� UHDOLJQPHQW� RI� LQWHUQDO� DQG� H[WHUQDO� SULFHV�� DQG� DOVR� ORZ� ILVFDO
GHILFLWV��0RUHRYHU�� VXFK�SULFH� UHIRUP�UHTXLUHV�SULYDWL]DWLRQ�DQG� LPSURYHG
ILQDQFLDO� UHJXODWLRQ�� 7KLUG�� DQG� ILQDOO\�� WKH� SDFH� RI� HFRQRPLF� UHFRYHU\� LV
OLQNHG�WR�WKH�FRPSUHKHQVLYHQHVV�RI�UHIRUP�UDWKHU�WKDQ�WR�D�UHFRYHU\�LQ�WKH
OHYHO� RI� LQYHVWPHQW�� 6ZLIW� DQG� FRPSUHKHQVLYH� UHIRUP�� D� 
ELJ� EDQJ
�� ZLOO
OLPLW�WKH�DEVROXWH�GHFOLQH�LQ�*'3�DQG�JRYHUQPHQW�UHYHQXH��*UDGXDO�UHIRUP
LV�QRW�D�SUDFWLFDO�RSWLRQ�IRU�HFRQRPLHV�WKDW�KDYH�EHHQ�VHYHUHO\�GLVWRUWHG�E\
ORQJ�DVVRFLDWLRQ�ZLWK�FHQWUDO�SODQQLQJ�

7KH�,0)�PRGHO�RI�WUDQVLWLRQ�UHIRUP�LV�EDVHG�RQ�FRPSDULVRQV�RI�PRUH�WKDQ
WZHQW\�ILYH� FRXQWULHV�� %\� WKH� PLG�����V�� WKHLU� JURZWK� WUDMHFWRULHV
VXJJHVWHG� D� VWURQJ� SRVLWLYH� UHODWLRQVKLS� EHWZHHQ� WKH� VSHHG� DQG� GHSWK� RI
UHIRUP�DQG�HFRQRPLF�UHFRYHU\��7KLV�FDQ�EH�REVHUYHG�LQ�7DEOH���WKDW�SORWV
WKH� WUDQVLWLRQ� WUDMHFWRU\� DJDLQVW� DQ� LQGH[� RI� OLEHUDOL]DWLRQ� GHYLVHG� E\� 'H
0HOR�HW�DO����������7KH�LQGH[�LV�EDVHG�XSRQ�SURJUHVV�LQ�WKUHH�GLPHQVLRQV�
LQWHUQDO� PDUNHW� OLEHUDOL]DWLRQ� �ZKLFK� DFFRXQWV� IRU� ���� RI� WKH� LQGH[��
IRUHLJQ�WUDGH�OLEHUDOL]DWLRQ������RI� WKH�LQGH[��DQG�SULYDWH� ILUP�H[SDQVLRQ
DQG� EDQNLQJ� UHIRUP� �����RI� WKH� LQGH[��� 7KH� LQGH[� UDQJHV� IURP� ��ZKHUH
UHIRUP�KDV�QRW�EHJXQ�WR����ZKHUH�LW�KDV�YLUWXDOO\�HQGHG��$�VHFRQG�LQGH[�LV
GHULYHG� IRU�FXPXODWLYH� UHIRUP�E\� VXPPLQJ� WKH� DQQXDO� LQGLFHV� WR� LQGLFDWH
WKH�GHSWK�DQG�GXUDWLRQ�RI�UHIRUP�

7KH� FXPXODWLYH� LQGH[� LV� GHSOR\HG� LQ� 7DEOH� �� WR� FODVVLI\� WKH� WUDQVLWLRQ
HFRQRPLHV�LQWR�IRXU�FDWHJRULHV�RI�UHIRUPHUV��DGYDQFHG��KLJK�LQWHUPHGLDWH�
ORZ�LQWHUPHGLDWH�DQG�VORZ��DQG�D� UHVLGXDO�JURXS�RI�VL[�FRXQWULHV� DIIHFWHG
E\�
UHJLRQDO�WHQVLRQV
��7KH�SHUIRUPDQFH�RI�WKH�ILYH�FDWHJRULHV�RI�UHIRUPHUV
RYHU�WKH�SHULRG���������LV�VXPPDUL]HG�LQ�7DEOH����FROXPQV���WR�����7DEOH��
UHYHDOV� VLJQLILFDQW� GLIIHUHQFHV� LQ� HFRQRPLF� SHUIRUPDQFH� EHWZHHQ� WKH
GLIIHUHQW� FDWHJRULHV� RI� UHIRUPHUV�� ,W� DOVR� VKRZV� WKH� SHUIRUPDQFHV� RI
.D]DNKVWDQ�DQG�8]EHNLVWDQ� IRU� FRPSDULVRQ��.D]DNKVWDQ� LV� FODVVHG�E\�'H
0HOR�HW� DO�� �������DV�D� ORZ�LQWHUPHGLDWH� UHIRUPHU��ZKHUHDV�8]EHNLVWDQ� LV
FODVVHG�DV�D�VORZ�UHIRUPHU�
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Table 1 Liberalization, growth and inflation in transition economies 1989-94
Reform stage/
country

Per
capita

cropland
(ha)

Liberalization
index

(A)       (B)a

Average
inflation
1993-94

(%)

Average
GDP

growth
1993-94

(%)

Ratio of
1994

GDP to
1989
GDP
(%)

GDP
trough
(as of

%
1989)

Advancedb 0.33 3.90      .85 23 1.7 83 80
High-intermediatec 0.52 2.55    0.72 124 0.03 67 65
Low-intermediated 0.95 1.67    0.55 933 -15.6 57 51
Slowe 0.46 0.90    0.27 1968 -13.2 72 66
Otherf 0.23 2.11    0.50 3102 -14.5 45 34

Kazakhstan 2.08 1.31    0.37 1870 -18.5 57 49
Uzbekistan 0.20g 1.11    0.37 640 -2.5 89 88
Notes:
a. A = Cumulative reform index 1989-94; B = Average liberalization 1993-94
b. Slovenia, Hungary, Poland, Czech Republic and Slovak Republic
c. Baltic States, Bulgaria, Albania, Romania and Mongolia
d. Russian Federation, Kyrgyz Republic, Moldova, Kazakhstan
e. Uzbekistan, Belarus, Ukraine, Turkmenistan
f. Countries affected by regional tensions (Croatia, Macedonia, Armenia, Georgia,

Azerbaijan, Tajikistan)
g. Since 1970, rapid population growth halved this figure, which is also sensitive to

increased irrigation capacity. Additional renewable and mineral resources place
Uzbekistan within the resource-abundant category.

Source: De Melo et al. (1996), 405, except WRI (1998), 286-7 for per capita cropland.

'H�0HOR�HW�DO���������ILQG�OLWWOH�HYLGHQFH�WKDW�JUDGXDOLVP�KDV�ZRUNHG�LQ�WKH
WUDQVLWLRQ� HFRQRPLHV� RI� WKH� )RUPHU� 6RYLHW� 8QLRQ� �)68�� DQG� (DVWHUQ
(XURSH��5DWKHU��WDUG\�UHIRUPHUV�LQLWLDOO\�VORZ�WKH�GHFOLQH�LQ�RXWSXW�SULRU�WR
UHIRUP�HYHQ�DV�WKHLU�HFRQRPLHV�GLVLQWHJUDWH��%XW�WKHLU�RXWSXW�WKHQ�FRQWUDFWV
DW�DQ�DFFHOHUDWLQJ�UDWH�DQG�DIWHU�WKUHH�\HDUV�WKHLU�RXWSXW�LV�ORZHU�WKDQ�WKDW�RI
WKH�DGYDQFHG� UHIRUPHUV� DQG� VWLOO� IDOOLQJ�ZKLOH� LQIODWLRQ�EHFRPHV� IDU�PRUH
VHYHUH��,Q�FRQWUDVW�� WKH�DGYDQFHG�UHIRUPHUV�XQGHUJR�D�UDSLG�FRQWUDFWLRQ�LQ
RXWSXW�GXULQJ�WKH�ILUVW�\HDU�RI�UHIRUP�EXW�UHVXPH�SRVLWLYH�HFRQRPLF�JURZWK
E\� WKH� IRXUWK� \HDU� RI� UHIRUP��$VOXQG� HW� DO�� �������� )LVFKHU� HW� DO�� �������
+DYU\O\VK\Q� HW� DO�� ������� DQG� %HUJ� HW� DO�� �IRUWKFRPLQJ�� DOO� FRQILUP� WKH
DGYDQWDJH�RI�HDUO\�DQG�YLJRURXV�UHIRUP�WKDW�ZDV�LQLWLDOO\�GHPRQVWUDWHG�E\
'H�0HOR�HW�DO����������0RUHRYHU��WKH�EDVLF�UHODWLRQVKLS�EHWZHHQ�WKH�SDFH�RI
UHIRUP� DQG� UHFRYHU\� KROGV�� HYHQ� WKRXJK� VXEVHTXHQW� UHYLVLRQV� WR� WKH
QDWLRQDO�DFFRXQWV�VXJJHVW�WKDW�SUH�WUDQVLWLRQ�SURGXFWLRQ�ZDV�RYHU�HVWLPDWHG
VR� WKDW� WKH� VFDOH� RI� WKH� RXWSXW� FROODSVH� ZDV� LQLWLDOO\� RYHUVWDWHG�� )RU
H[DPSOH��WKH�GHFOLQH�LQ�QHW�PDWHULDO�SURGXFW��103��IRU�.D]DNKVWDQ�DSSHDUV
WR� KDYH� EHHQ� FORVHU� WR� RQH�WKLUG� WKDQ� WKH� RQH�KDOI� WKDW� ZDV� RULJLQDOO\
HVWLPDWHG��'H�%URHFN�DQG�.RVWLDO�������
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7KH� FULWLFDO� LQLWLDO� UHIRUP� UHTXLUHPHQW� ZLWKLQ� WKH� ,0)� PRGHO� LV� VZLIW
VWDELOL]DWLRQ�� 7KH� DGYDQFHG� UHIRUPHUV� FRQWURO� LQIODWLRQ� PRVW� VXFFHVVIXOO\
ZKHUHDV� WKH� VORZ� UHIRUPHUV� H[SHULHQFH� WKH� ZRUVW� HSLVRGHV� RI� LQIODWLRQ�
7KHUH�ZDV�VRPH�LQLWLDO�FRQWURYHUV\�DERXW�WKH�UROH�RI�LQIODWLRQ�LQ�WKH�UHIRUP
SURFHVV��6RPH�UHVHDUFKHUV�DUJXHG�WKDW�VWDELOL]DWLRQ�PXVW�EH�DFKLHYHG�ILUVW�
ZLWK�WKH�PD[LPXP�WROHUDEOH�DQQXDO�LQIODWLRQ�UDWH�YDULRXVO\�HVWLPDWHG�WR�OLH
EHWZHHQ�����DQG������%XW�RWKHUV�DVVHUWHG�WKDW�PRQWKO\�LQIODWLRQ�UDWHV�RI
����PLJKW�KDYH�WR�EH� WROHUDWHG� LQ�RUGHU� WR�PDLQWDLQ� WKH� IORZ�RI�FUHGLW� WR
VWDWH�RZQHG� HQWHUSULVHV� �62(V��� +RZHYHU�� PRUH� UHFHQW� HFRQRPHWULF
DQDO\VLV�FRYHULQJ�WKH�ORQJHU�SHULRG���������VWURQJO\�VXJJHVWV�WKDW�EULQJLQJ
LQIODWLRQ� GRZQ� DQG� NHHSLQJ� LW� WKHUH� LV� FULWLFDO� �&KULVWRIIHUVRQ� DQG� 'R\OH
������ +DYU\O\VK\Q� HW� DO�� ������� 
:KLOH� WKH� HDUO\� VXFFHVV� RI� EULQJLQJ
LQIODWLRQ�GRZQ� WR� ORZ�GRXEOH�GLJLWV�PD\�KDYH� EHHQ� HQRXJK� WR�SHUPLW� WKH
ILUVW�VKRRWV�RI�HFRQRPLF�JURZWK�WR�VSURXW��DV�WKH�WUDQVLWLRQ�SURJUHVVHV��WKH
WKUHVKROG�DW�ZKLFK�LQIODWLRQ�KXUWV�JURZWK�ZLOO�IDOO�WR�OHYHOV�IRXQG�IRU�PDUNHW
HFRQRPLHV�ZKLFK�LV�ZHOO�EHORZ�����
��+DYU\O\VK\Q�HW�DO������������

0DLQWDLQLQJ� D� IL[HG� H[FKDQJH� UDWH�KHOSV� WKH� LQLWLDO� UHGXFWLRQ� RI� LQIODWLRQ�
%XW� WKH� LQLWLDO� UHIRUP� ZLOO� EH� DFFRPSDQLHG� E\� D� ODUJH� UHDO� GHYDOXDWLRQ
ZKHWKHU�LW�LV�DVVRFLDWHG�ZLWK�D�IL[HG�RU�D�IORDWLQJ�FXUUHQF\��7KH�H[FKDQJH
UDWH�GHSUHFLDWLRQ�UH�EDODQFHV�WKH�H[WHUQDO�JDS�EXW�LQLWLDOO\�VWRNHV�LQIODWLRQ�
7KH�VHFRQG�NH\�GHWHUPLQDQW�RI� LQIODWLRQ��DORQJ�ZLWK� WKH�H[FKDQJH� UDWH�� LV
WKH� ILVFDO� GHILFLW�� 7KH� ,0)� PRGHO� SUHGLFWV� WKDW� WKH� ILVFDO� GHILFLW� ZLOO� EH
VPDOOHU�IRU�IDVWHU�UHIRUPHUV��,W�DOVR�SUHGLFWV�WKDW�SURPSW�FORVXUH�RI�WKH�ILVFDO
JDS� LV� DVVRFLDWHG� ZLWK� D� PLQLPDO� GHFOLQH� LQ� WKH� VKDUH� RI� JRYHUQPHQW
UHYHQXH�LQ�*'3��7DEOH����

Table 2 Revenue, expenditure and fiscal gap, by country reform group 1989-94
Reform group Cumulative

liberalization
index Change 1989-94 (% GDP)

Revenue
1994

(% GDP)
Revenue Expenditure Balance

Advanced 3.91 -3.6 -3.9 0.3 49.7
High-intermediate 2.55 -17.3 -13.5 -3.8 33.0
Low-intermediate 1.66 -14.6 -7.9 -5.9 24.2
Slow 0.90 -1.0 3.6 -3.4 32.0
Other -1.20 7.1 15.3 -6.2 32.2
Source: De Melo et al. (1996).

7KH� WUDQVLWLRQ� HQWDLOV� D� PDVVLYH� UHVWUXFWXULQJ� WKDW� VKLIWV� UHVRXUFHV� DZD\
IURP�VWDWH�UXQ�DJULFXOWXUH�DQG�VFDOH�VHQVLWLYH�KHDY\�DQG�FKHPLFDO�LQGXVWU\
�+&,���ZKLFK�ZHUH�ERWK�KHDYLO\�VXEVLGL]HG�XQGHU�FHQWUDO�SODQQLQJ��WRZDUGV
SULYDWH� ILUPV� LQ� WKH� IRUPHUO\� UHSUHVVHG� VHFWRUV�� HVSHFLDOO\� VHUYLFHV�� 6ORZ
UHIRUP� LQFXUV� ODUJH� TXDVL�ILVFDO� GHILFLWV�� L�H�� ORVVHV� DFFXPXODWHG� E\� WKH
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FHQWUDO� EDQN� WKURXJK� GHEW� ZULWH�RIIV�� VXEVLGLHV� WR� JXDUDQWHH� IRUHLJQ
H[FKDQJH�DQG�FUHGLW�SURYLVLRQ�WR�VWDWH�RZQHG�HQWHUSUL]HV��62(V��DQG�EDQNV
DW�QHJDWLYH�UHDO�UDWHV�RI�LQWHUHVW��'H�0HOR�HW�DO���������ILQG�WKDW�TXDVL�ILVFDO
GHILFLWV� DUH� D� NH\� FDXVH� RI� WKH� VKDUS� GHFOLQH� LQ� WKH� VKDUH� RI� JRYHUQPHQW
UHYHQXH� LQ� *'3� DPRQJ� ODWH� UHIRUPHUV�� 7KH� WUDQVIHUV� VXVWDLQ� 62(V� WKDW
HLWKHU�JHQHUDWH�QR� UHYHQXH� RU� DEVRUE� UHYHQXH��0RUHRYHU�� WKH\� UHGXFH� WKH
UHVRXUFHV� IRU�SRYHUW\�IRFXVHG�SXEOLF� VSHQGLQJ�DQG�RU� IRU� WKH� FRQVWUXFWLRQ
RI�PRGHUQ�LQIUDVWUXFWXUH� LQ�VXSSRUW�RI�VWUXFWXUDO�FKDQJH��7KH�WUDQVIHUV�DUH
DOVR� D�PDMRU� FDXVH� RI� SHUVLVWHQW� LQIODWLRQ� VR� WKDW� WKHVH� HFRQRPLHV� IDLO� WR
VWDELOL]H��6XFK�VXEVLGLHV� WR�62(V�SURORQJ�LQIODWLRQ�DV� WKH\�RXWVWULS�SXEOLF
UHYHQXHV� DQG�KDPSHU� WKH� HPHUJHQFH� RI� SULYDWH� HQWHUSULVHV� LQ� UHVSRQVH� WR
OLEHUDOL]HG� SULFHV� DQG� WUDGH�� 7KH\� GUDLQ� VFDUFH� JRYHUQPHQW� UHVRXUFHV� WR
VXSSRUW� IRVVLOL]HG� SURGXFWLRQ� DQG� DOWKRXJK�PD\� UHGXFH� DGMXVWPHQW� VWUHVV
RYHU� WKH� PHGLXP�WHUP�� WKH\� MHRSDUGL]H� ORQJ�WHUP� SURVSHFWV� E\� FULSSOLQJ
SXEOLF�ILQDQFHV�

7KH� ,0)� PRGHO� DOVR� KROGV� WKDW� WKH� VSHHG� RI� UHFRYHU\� IURP� UHIRUP� LV
VWURQJO\�DIIHFWHG�E\� WKH�FRPSUHKHQVLYHQHVV�DQG�FXPXODWLYH� LPSDFW�RI� WKH
UHIRUP� SDFNDJH� �'H� 0HOR� HW� DO�� ������� ,Q� VXSSRUW� RI� WKLV� ILQGLQJ�
+DYU\O\VK\Q�HW�DO�������������XVH�D�UHJUHVVLRQ�PRGHO�RI�WKH�GHWHUPLQDQWV�RI
JURZWK�WKDW�VSOLWV�WKH�WUDQVLWLRQ�SHULRG�LQWR�WZR�WLPH�SHULRGV����������DQG
���������7KH�H[SODQDWRU\�SRZHU�RI�WKH�PRGHO� LV�PRGHVW�GXULQJ�WKH�LQLWLDO
UHIRUP�SHULRG�EXW� LW�VWUHQJWKHQV�VLJQLILFDQWO\� WKHUHDIWHU��:KHQ�UHJUHVVLRQV
DUH� UXQ� IRU� JURZWK� RYHU� WKH� SHULRG� ��������� WKH� UDWH� RI� LQIODWLRQ� DQG� WKH
GHJUHH� RI� UHIRUP� H[SODLQ� ���� RI� WKH� YDULDWLRQ�� %UHDNLQJ� GRZQ� WKH
LQGLYLGXDO� FRPSRQHQWV� RI� UHIRUP� GRHV� QRW� UHYHDO� HYLGHQFH� WKDW� VRPH
HOHPHQWV�DUH�PRUH�FULWLFDO�WKDQ�RWKHUV�DUH��:KDW�LW�GRHV�VKRZ�LV�WKDW�WUDGH
DQG�H[FKDQJH�UDWH�UHIRUP�DSSHDU�WR�KDYH�LPPHGLDWH�DQG�SRVLWLYH�HIIHFWV�RQ
WKH� UDWH� RI� JURZWK�� EXW� ERWK� SULFH� OLEHUDOL]DWLRQ� DQG� SULYDWL]DWLRQ� DUH
LQLWLDOO\� DVVRFLDWHG�ZLWK� VRPH�GHWHULRUDWLRQ� LQ�SHUIRUPDQFH��+RZHYHU�� WKH
ODJJHG� YDOXHV� IRU� SULFH� OLEHUDOL]DWLRQ� DQG� SULYDWL]DWLRQ� KDYH� D� SRVLWLYH
HIIHFW�RQ�HFRQRPLF�SHUIRUPDQFH�

7KH� ,0)� PRGHO� DVVXPHV� WKDW� WKH� VSHHG� RI� UHFRYHU\� LV� QRW� VWURQJO\
FRUUHODWHG� ZLWK� WKH� UDWH� RI� IL[HG� LQYHVWPHQW�� +DYU\O\VK\Q� HW� DO�� ������
UHSRUW� WKDW� WKH� UHVXPSWLRQ�RI� HFRQRPLF�JURZWK�KDV� WHQGHG� WR�SUHFHGH� WKH
UHFRYHU\�LQ�LQYHVWPHQW�OHYHOV��ZKLFK�OHYHOV�W\SLFDOO\�VOXPSHG�IURP�����RI
*'3�XQGHU� FHQWUDO� SODQQLQJ� WR� ����� RU� HYHQ� OHVV� LQ� VRPH� FDVHV�� 7KLV� LV
EHFDXVH� WKH� UHFRYHU\� UHIOHFWV� WKH� GHJUHH� RI� VXSSO\�VLGH� UHDOORFDWLRQ� RI
H[LVWLQJ�IDFWRUV�WR�PRUH�SURGXFWLYH�XVHV��QRWDEO\�WR�WKH�HUVWZKLOH�UHSUHVVHG
HFRQRPLF�VHFWRUV� �7DEOH�����&HUWDLQO\�� VWUXFWXUDO�FKDQJH�KDV�EHHQ� IDU� OHVV
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SURQRXQFHG�DPRQJ�WKH�ORZ�LQWHUPHGLDWH�DQG�VORZ�UHIRUPHUV��3ULYDWH�VHFWRU
DFWLYLW\�KDG�UHDFKHG�����RI�*'3�LQ�WKH�FDVH�RI�WKH�DGYDQFHG�UHIRUPHUV�E\
������ZKLOH�WKH�VORZHU�UHIRUPHUV�ODJJHG�

Table 3 Sectoral shifts in production, by country reform group 1989-94
Reform group Cumulative

liberalization
index Change in share of GDP (%)

Industry Agriculture Services
Advanced 3.91 -11.2 -3.7 14.9
High-intermediate 2.55 -11.0 0.7 10.4
Low-intermediate 1.66 -1.9 -4.9 6.8
Slow 0.90 2.9 -1.4 -1.5
Other 2.11 -7.9 15.3 -7.4
Source: De Melo et al. (1996).

)LVFKHU� HW� DO�� ������� DGG� VRPH� QXDQFHV� WR� WKH� ,0)� PRGHO�� 7KH\
DFNQRZOHGJH� WKDW� WKH� WUDQVLWLRQ� WR� D� PDUNHW� HFRQRP\� FDOOV� IRU� PRUH
H[WHQVLYH�UHIRUPV�WKDQ�WKH�PDFUR�SROLF\�SDFNDJH�WKDW�ZRXOG�EH�GHSOR\HG�LQ
WKH�FDVH�RI�WKH�UHVXVFLWDWLRQ�RI��VD\��D�GLVWRUWHG�PDUNHW�HFRQRP\�IROORZLQJ
D�JURZWK�FROODSVH��7KH\�QRWH� WKDW� LQ�DGGLWLRQ�WR�PDFUR�VWDELOL]DWLRQ��SULFH
OLEHUDOL]DWLRQ�DQG�WUDGH�OLEHUDOL]DWLRQ�DQG�FXUUHQW�DFFRXQW�FRQYHUWLELOLW\��WKH
WUDQVLWLRQ� HFRQRPLHV� UHTXLUH� UHIRUP� LQ� WKUHH� RWKHU� DUHDV�� 7KH� RWKHU� DUHDV
DUH��HQWHUSULVH�UHIRUP��WKH�FUHDWLRQ�RI�D�VRFLDO�VDIHW\�QHW��DQG�WKH�SURYLVLRQ
RI�DQ�LQVWLWXWLRQDO�DQG�OHJDO�IUDPHZRUN�IRU�D�PDUNHW�HFRQRP\��LQFOXGLQJ�DQ
DSSURSULDWH� ILQDQFLDO� V\VWHP��� )RU� WKH� WUDQVLWLRQ� HFRQRPLHV�� D� 
ELJ� EDQJ

UHIRUP� VWUDWHJ\� FDQ� WKHUHIRUH� RQO\� DSSO\� WR� VWDELOL]DWLRQ� DQG� WR� WUDGH� DQG
SULFH�OLEHUDOL]DWLRQ�EHFDXVH�WKH�RWKHU�UHIRUPV�WDFNOH�VRFLDO�DQG�LQVWLWXWLRQDO
FDSLWDO�VR�WKDW��RI�QHFHVVLW\��WKH\�WDNH�ORQJHU�WR�SXW�LQ�SODFH�

����$GGLQJ�WKH�LQLWLDO�FRQGLWLRQV�WR�WKH�,0)�PRGHO

'HVSLWH�HIIRUWV�OLNH�WKRVH�RI�+DYU\O\VK\Q�HW�DO����������WKH�,0)�PRGHO�KDV
EHFRPH�KDUGHU�WR�GHIHQG�VLQFH� WKH�SLRQHHULQJ�VWXGLHV�IURP�WKH�PLG�����V
RI� 'H�0HOR� HW� DO�� ������� DQG� )LVFKHU� HW� DO�� �������� 7KLV� LV� EHFDXVH� WKH
HFRQRPLHV�RI�PDQ\�UHIRUPLQJ�FRXQWULHV�RXWVLGH�RI�1RUWKHDVW�(XURSH�KDYH
IDLOHG� WR� UHYLYH�� 7KLV� KDV� GLUHFWHG� UHVHDUFK� WRZDUGV� WKH� UROH� RI� LQLWLDO
FRQGLWLRQV��'H�0HOR�HW�DO���������FRPSDUH�WKH�UHODWLYH�LPSRUWDQFH�RI�SROLF\
DQG� LQLWLDO� FRQGLWLRQV��7KH\�XVH�SULQFLSDO� FRPSRQHQWV� DQDO\VLV� WR� LGHQWLI\
WZR� NH\� GLPHQVLRQV� IRU� WZHQW\�HLJKW� FRXQWULHV� LQ� WUDQVLWLRQ� WKDW� LQFOXGH
0RQJROLD�� &KLQD� DQG� 9LHWQDP�� 7KH� ILUVW� GLPHQVLRQ� LV� WKH� OHYHO� RI
PDFURHFRQRPLF� GLVWRUWLRQ� DQG� LW� LV� EDVHG� XSRQ� KLJK� OHYHOV� RI� WUDGH
GHSHQGHQFH��KLJK�EODFN�PDUNHW�SUHPLD�DQG�UHSUHVVHG�LQIODWLRQ��DORQJ�ZLWK
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OLWWOH� FRQWDFW� ZLWK� PDUNHW� HFRQRPLHV� DQG� OLPLWHG� H[SHULHQFH� DV� QDWLRQ
VWDWHV��7KH�VHFRQG�GLPHQVLRQ�LV�GHILQHG�DV�RYHU�LQGXVWULDOL]DWLRQ��YLV�j�YLV
WKH�6\UTXLQ�DQG�&KHQHU\�QRUPV��DQG�LW�LV�DVVRFLDWHG�ZLWK�KLJK�OHYHOV�RI�SHU
FDSLWD� LQFRPH� DQG� KLJK� XUEDQL]DWLRQ�� DORQJ� ZLWK� ORZ� OHYHOV� RI� QDWXUDO
UHVRXUFH� GHSHQGHQFH� DQG� ORZ� UDWHV� RI� SUH�UHIRUP� HFRQRPLF� JURZWK�
&RXQWULHV� UDQNLQJ� KLJK� RQ� WKLV� LQGH[� WHQG� WR� EH� KLJKHU�LQFRPH� FRXQWULHV
WKDW�RYHU�LQGXVWULDOL]HG�DQG�H[SHULHQFHG�GLPLQLVKLQJ�UHWXUQV�WR�LQYHVWPHQW
DQG�JURZWK�FROODSVHV�EHIRUH�WKH�WUDQVLWLRQ�UHIRUPV�EHJDQ�

:KHQ�WKH�WZHQW\�HLJKW�FRXQWULHV�DUH�SORWWHG�DJDLQVW�WKHVH�WZR�GLPHQVLRQV�
IRXU� EURDG� FOXVWHUV� HPHUJH�� 7KH� ILUVW� FOXVWHU� FRPSULVHV� WKH� %DOWLF� VWDWHV�
5XVVLD�DQG�PRVW�RI�WKH�&DXFDVXV��,W�H[KLELWV�ERWK�KLJK�HFRQRPLF�GLVWRUWLRQ
DQG� DOVR� KLJK� RYHU�LQGXVWULDOL]DWLRQ�� 7KH� VHFRQG� FOXVWHU� FRPSULVHV� (DVW
(XURSHDQ�FRXQWULHV� WKDW� DOVR�KDYH�D�KLJK�GHJUHH�RI�RYHU�LQGXVWULDOL]DWLRQ�
EXW�UHODWLYHO\�PRGHVW�PDFURHFRQRPLF�GLVWRUWLRQ��0RVW�FRXQWULHV�LQ�WKH�WKLUG
FOXVWHU��WKH�&HQWUDO�$VLDQ�VWDWHV��DOVR�H[KLELW�KLJK�OHYHOV�RI�PDFURHFRQRPLF
GLVWRUWLRQ� EXW� WKH\� KDYH� UHODWLYHO\� ORZ� RYHU�LQGXVWULDOL]DWLRQ�� )LQDOO\�� WKH
IRXUWK�FOXVWHU�RI�&KLQD��9LHWQDP�DQG�$OEDQLD�LV�FKDUDFWHUL]HG�E\�ERWK�ORZ
RYHU�LQGXVWULDOL]DWLRQ�DQG�ORZ�GLVWRUWLRQV�

'H�0HOR�HW� DO�� ������� LGHQWLI\� WKLV� IRXUWK� FOXVWHU��ZKLFK� LV� GRPLQDWHG� E\
&KLQD� DQG�9LHWQDP�� DV� KDYLQJ� WKH�PRVW� SURSLWLRXV� FRQGLWLRQV� IRU�PDUNHW
UHIRUP�QDPHO\��UHODWLYHO\�ORZ�LQGXVWULDOL]DWLRQ�DQG�OLPLWHG�PDFURHFRQRPLF
GLVWRUWLRQ�� 7KH� PLQLPDO� OHJDF\� RI� HFRQRPLF� GLVWRUWLRQ� RI� WKH� WZR� (DVW
$VLDQ�FRXQWULHV�ZLWKLQ�WKH�FOXVWHU�DOORZHG�WKHP�WR�VXVWDLQ�UDSLG�HFRQRPLF
JURZWK�ZKLOH�SXUVXLQJ�D�UHIRUP�SURJUDPPH��VR�WKH\�FRXOG�IROORZ�D�JUDGXDO
UHIRUP�VWUDWHJ\��'H�0HOR�HW�DO�� �������JR�RQ�WR�VSHFXODWH�WKDW�WKH�&HQWUDO
$VLDQ� VWDWHV� PD\� DOVR� EH� WHPSWHG� WR� RSW� IRU� JUDGXDO� UHIRUP� EHFDXVH� LQ
DGGLWLRQ� WR� WKHLU� JHQHUDOO\� PRGHVW� OHJDF\� RI� LQGXVWULDO� FDSLWDO�� WKHLU
DEXQGDQW�QDWXUDO� UHVRXUFHV�DIIRUG� D� FXVKLRQ� DJDLQVW� UDSLG� FKDQJH��7KLV� LV
FRQVLVWHQW�ZLWK�RQH�RI�WKH�LPSDFWV�RI�QDWXUDO�UHVRXUFHV�RQ�WKH�WUDQVLWLRQ�VHW
RXW�HDUOLHU��+RZHYHU��'H�0HOR�HW�DO���������GR�QRW�FRQVLGHU�JUDGXDO�UHIRUP
WR�EH�YLDEOH�IRU�WKH�&HQWUDO�$VLDQ�HFRQRPLHV�EHFDXVH��XQOLNH�WKH�WZR�ORZ�
LQFRPH�(DVW�$VLDQ�HFRQRPLHV�ZKRVH�H[SHULHQFH�ZLWK�FHQWUDO�SODQQLQJ�ZDV
EULHIHU� DQG� VKDOORZHU�� WKH\� DUH� FRQVWUDLQHG� E\� KLJK� OHYHOV� RI� SROLF\
GLVWRUWLRQ�

7KH�(DVW�(XURSHDQ�FRXQWULHV�DUH�WKH�VXE�JURXS�WKDW�IDFHV�WKH�VHFRQG�PRVW
IDYRXUDEOH�UHIRUP�SURVSHFWV�DIWHU�WKH�(DVW�$VLDQ�FRXQWULHV��7KLV�LV�EHFDXVH
WKHLU� HFRQRPLHV� DUH� UHODWLYHO\� XQGLVWRUWHG�� VR� WKDW� WKH� EHQHILWV� RI� UDSLG
UHIRUP�TXLFNO\�RIIVHW�D�VKDUS�LQLWLDO�GHFOLQH�LQ�RXWSXW�WKDW�LV�DVVRFLDWHG�ZLWK
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WKH�VFUDSSLQJ�RI�REVROHWH�FDSDFLW\�IURP�WKH�RYHU�LQGXVWULDOL]DWLRQ��1RU�GLG
WKHVH� FRXQWULHV� KDYH�PXFK� RSSRUWXQLW\� WR� GHSOR\� UHVRXUFH� UHQWV� WR� UHWDUG
UHIRUP�EHFDXVH�WKH\�DUH�ODUJHO\�UHVRXUFH�FRQVWUDLQHG��,Q�FRQWUDVW��WKH�ILQDO
FOXVWHU� RI� FRXQWULHV�� WKH� IRUPHU� 6RYLHW� 8QLRQ� �)68�� VWDWHV� RI� (DVWHUQ
(XURSH�� IDFHV� WKH� PRVW� GDXQWLQJ� FRPELQDWLRQ� RI� LQLWLDO� FRQGLWLRQV�� 1RW
VXUSULVLQJO\�� UHIRUP� LV� ILHUFHO\� UHVLVWHG� E\� YHVWHG� LQWHUHVWV� DW� ILUVW�
+RZHYHU�� D� ODUJH� OHJDF\� RI� REVROHWH� LQGXVWULDO� FDSLWDO� LV� QRW� D� UHDVRQ� IRU
SRVWSRQLQJ�UHIRUP��DFFRUGLQJ�WR�'H�0HOR�HW�DO����������,W�PD\�EH�UHFDOOHG
WKDW�VXFK�D�OHJDF\�UHTXLUHV�VXEVLGLHV�WKDW�WKUHDWHQ�WKH�SXEOLF�ILQDQFHV�DQG�LW
WKHUHE\�UXOHV�RXW�WKH�JUDGXDO�UHIRUP�RSWLRQ��'H�0HOR�HW�DO���������SURYLGH
VRPH� LQGLFDWLRQ� RI� WKH� UHODWLYH� LPSRUWDQFH� RI� PDFUR� SROLF\� DQG� LQLWLDO
FRQGLWLRQV�� 7KH\� ILQG� WKDW� PDFUR� SROLF\� LV� LQGHHG� WKH� PRVW� LPSRUWDQW
YDULDEOH�� H[SODLQLQJ� VRPH� ������� RI� WKH� YDULDWLRQ� LQ� JURZWK�� EXW� LQLWLDO
FRQGLWLRQV� H[SODLQ� �������� ZLWK� WKH� SROLF\� GLVWRUWLRQ� FRPSRQHQW� PRUH
LPSRUWDQW�WKDQ�WKH�RYHU�LQGXVWULDOL]DWLRQ�FRPSRQHQW�

����5HVRXUFH�DEXQGDQFH�DQG�GHILFLHQW�VRFLDO�FDSLWDO

5HFDSSLQJ�� WKH� WZR� VHWV� RI� VXFFHVVIXO� WUDQVLWLRQ� UHIRUPHUV� DUH� HLWKHU
UHVRXUFH�SRRU� �(DVW� $VLD�� RU� UHODWLYHO\� UHVRXUFH�GHILFLHQW� �1RUWKHDVW
(XURSH��FRXQWULHV��7KH\�DOVR�HQWKXVLDVWLFDOO\�HVSRXVH�WKH�XVH�RI�PDUNHWV�WR
LPSURYH� WKH� HIILFLHQF\� RI� LQSXW� DOORFDWLRQ� LQ� VHFWRUV� RI� HPHUJLQJ
FRPSDUDWLYH� DGYDQWDJH�� 7KH\� H[KLELW� OHVV� SROLF\� GLVWRUWLRQ� WKDQ� WKH� OHVV
VXFFHVVIXO�JURXSV��)LQDOO\��WKH\�VSDQ�WKH�UDQJH�LQ�OHJDF\�RI�REVROHWH�FDSLWDO�
,Q� FRQWUDVW�� WKH� WZR� VHWV� RI� OHVV� VXFFHVVIXO� UHIRUPHUV� �WKH� %DOWLF� VWDWHV�
5XVVLD� DQG� SDUW� RI� WKH� &DXFDVXV� DORQJ� ZLWK� &HQWUDO� $VLD�� H[KLELW� WKUHH
IHDWXUHV�ZKRVH�LPSDFW�WKH�,0)�PRGHO�XQGHU�YDOXHV��7KH�WKUHH�IHDWXUHV�DUH�
�� QDWXUDO� UHVRXUFH� DEXQGDQFH� �FURSODQG� SHU� KHFWDUH� LQ� H[FHVV� RI� ����

FRPSDUHG�ZLWK�D�PHDQ�RI������IRU�WKH�RWKHU�WZR�FOXVWHUV�>:5,�����@��
�� GHILFLHQW� LQVWLWXWLRQDO� FDSLWDO� ����� RQ� DQ� LQGH[� RI� OHJDO� VDIHJXDUGV

FRPSDUHG�ZLWK�����IRU�HDVWHUQ�(XURSH�>-RKQVRQ�HW�DO������@��DQG
�� D�KLJKO\�GLVWRUWHG�HFRQRP\��XQRIILFLDO�HFRQRP\�HVWLPDWHG�DW�������RI

RIILFLDO� *'3� FRPSDUHG� ZLWK� ���� IRU� HDVWHUQ� (XURSH� >-RKQVRQ� HW� DO�
����@��

7KH� 818�:,'(5� SURMHFW� VXJJHVWV� WKDW� DPRQJ� WKH� GHYHORSLQJ� PDUNHW
HFRQRPLHV�DOO�WKUHH�RI�WKHVH�FKDUDFWHULVWLFV�DUH�VWURQJO\�DVVRFLDWHG�ZLWK�WKH
PLVDOORFDWLRQ� RI� UHVRXUFHV�� D� ZHDNHQHG� HFRQRP\� DQG� D� JURZWK� FROODSVH
�$XW\��������7KLV�VHFWLRQ�QRZ�H[SORUHV�PRUH�IXOO\�WKH�LPSOLFDWLRQV�RI�WKLV
FRPELQDWLRQ� RI� UHVRXUFH� DEXQGDQFH� DQG� GHILFLHQW� LQVWLWXWLRQV� IRU� WKH
WUDQVLWLRQ�HFRQRPLHV�
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/HLWH� DQG� :HLGPDQQ� ������� FRQILUP� WKDW� FRUUXSWLRQ� LV� DVVRFLDWHG� ZLWK
UHVRXUFH� DEXQGDQFH� DQG� WKDW� LW� GHSUHVVHV� HFRQRPLF� JURZWK�� 7KH\� DOVR
UHSRUW�WKDW�WKLV�SKHQRPHQRQ�WHQGV�WR�EH�PRVW�GHWULPHQWDO�ZKHUH��ILUVW��VWDWH
LQVWLWXWLRQV� DUH� ZHDNO\� GHYHORSHG�� DV� LV� WKH� FDVH� LQ� PRVW� WUDQVLWLRQ
HFRQRPLHV�� DQG�� VHFRQG�� WKH� QDWXUDO� UHVRXUFH� LV� SURGXFHG� E\� FDSLWDO�
LQWHQVLYH�PHDQV��7KH�ODWWHU�LV�WHUPHG�D�SRLQW�VRXUFH�UHVRXUFH�WR�GLIIHUHQWLDWH
LW� IURP� D� GLIIXVH� UHVRXUFH�� ZKHUH� WKH� VRFLR�HFRQRPLF� OLQNDJHV� DUH� OHVV
FRQFHQWUDWHG��7KLV�LPSOLHV�WKDW�WKH�PRUH�GLVWRUWHG�WUDQVLWLRQ�HFRQRPLHV�ZLOO
H[SHULHQFH� PRVW� FRUUXSWLRQ� DQG� HVSHFLDOO\� WKH� FDSLWDO�LQWHQVLYH� PLQHUDO
HFRQRPLHV� +RZHYHU�� JLYHQ� WKDW� FDSLWDO�LQWHQVLYH� PHWKRGV� RI� SURGXFWLRQ
KDYH�DOVR�EHHQ�DVVRFLDWHG�ZLWK�DJULFXOWXUH�XQGHU�FHQWUDO�SODQQLQJ�DQG�WKDW
VWDWH�RZQHUVKLS� FDQ� WUDQVIRUP�GLIIXVH� VRFLR�HFRQRPLF� OLQNDJHV� LQWR� SRLQW
VRXUFH�RQHV��FURS�GULYHQ�HFRQRPLHV�PD\�DOVR�EH�SURQH�WR�FRUUXSWLRQ�

&RUUXSWLRQ�IXQFWLRQV�DV�D�IRUP�RI�LOOLFLW�WD[��ORZHULQJ�WKH�UHDO�UDWH�RI�UHWXUQ
RQ�SURMHFWV� DQG� WKHUHE\� UHGXFLQJ� WKH� OHYHO� RI� LQYHVWPHQW��&RUUXSWLRQ� FDQ
KDYH� DGYHUVH� EXGJHWDU\� FRQVHTXHQFHV� ZKHUH� LW� OHDGV� WR� WD[� HYDVLRQ� RU
UDLVHV� WKH� FRVW� RI� SXEOLF� H[SHQGLWXUH� LQ� UHODWLRQ� WR�ZKDW� LW�ZRXOG� EH� LI� LW
ZHUH� UHQW�IUHH�� ,Q� DGGLWLRQ�� E\� LQIODWLQJ� SXEOLF� LQYHVWPHQW� FRQWUDFWV� DQG
DOVR�GLUHFWLQJ�VXFK�FRQWUDFWV�WR�ILUPV�ZLWKRXW�HIIHFWLYH�FRPSHWLWLYH�ELGGLQJ�
WKH� HIILFLHQF\� RI� SXEOLF� LQYHVWPHQW� LV� OLNHO\� WR� EH� UHGXFHG�� 0RUHRYHU�
SXEOLF�LQYHVWPHQW�PD\�EH�VNHZHG�DZD\�IURP�D�VRFLDO�ZHOIDUH�PD[LPL]LQJ
WUDMHFWRU\� LI� RIILFLDOV� KDYH� DQ� LQWHUHVW� LQ� GLYHUWLQJ� LW� WR� LQYHVWPHQW�
HVSHFLDOO\� ODUJH� FDSLWDO�LQWHQVLYH� LQYHVWPHQWV� WKDW� DUH� SURQH� WR� FRVW
RYHUUXQV� �0XUSK\� ������� 7KH� FRPSRVLWLRQ� RI� SXEOLF� H[SHQGLWXUH� LV� DOVR
DIIHFWHG� EHFDXVH� RXWOD\V� RQ� HGXFDWLRQ�� ZHOIDUH� SD\PHQWV� DQG� VRFLDO
LQVXUDQFH�WHQG�WR�GHFOLQH�ZLWK�LQFUHDVLQJ�FRUUXSWLRQ��0DXUR�������-RKQVRQ
HW�DO�������������

(VWLPDWHV� RI� WKH� VL]H� RI� WKH� QHJDWLYH� LPSDFW� RI� FRUUXSWLRQ� RQ� HFRQRPLF
JURZWK�DUH�FRQILQHG�WR�D�IHZ�VWXGLHV��0DXUR�������3RLUVRQ������DQG�/HLWH
DQG�:HLGPDQQ� �������0DXUR� ������� VKRZV� WKDW� SXEOLF� VHFWRU� FRUUXSWLRQ
GLVFRXUDJHV� LQYHVWPHQW� DQG� DOVR� OLPLWV� HFRQRPLF� JURZWK�� 0DXUR� ������
WDNHV�D�FRUUXSWLRQ�LQGH[�EDVHG�RQ�FRXQWU\� ULVN�VWXGLHV� WKDW� UDQJHG�IURP��
PRVW�FRUUXSW�WR����OHDVW�FRUUXSW��+H�UHSRUWV�WKDW�D�PRYHPHQW�RI�WZR�SRLQWV
XS� WKH� VFDOH�ZRXOG� LQFUHDVH� LQYHVWPHQW� E\� ��� DQG� WKH� DQQXDO� SHU� FDSLWD
*'3�JURZWK� UDWH�E\�������(OVHZKHUH��/HLWH�DQG�:HLGPDQQ� ������� VKRZ
WKDW� WKH� DYHUDJH�*'3�JURZWK� UDWH� LV� UDLVHG� E\� �����ZLWK� D� RQH�VWDQGDUG
GHYLDWLRQ� LPSURYHPHQW� LQ� WKH� FRUUXSWLRQ� LQGH[�� 7KLV� LV� HTXLYDOHQW� WR
9HQH]XHOD� UHGXFLQJ� LWV� OHYHO� RI� FRUUXSWLRQ� WR� WKDW� RI� &KLOH�� RU� RI� &KLOH
UHGXFLQJ�LWV�RZQ�FRUUXSWLRQ�OHYHO�WR�WKDW�RI�WKH�86$��7KH\�DOVR�VKRZ�WKDW
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FRUUXSWLRQ�LV�KLJKHU�LI�LQVWLWXWLRQV�DUH�ZHDN��D�ORZ�VFRUH�RQ�WKH�LQGH[�RI�WKH
UXOH�RI�ODZ���LI�SROLWLFDO�LQVWDELOLW\�LV�KLJK�DQG�LI�WKH�WUDGH�SROLF\�LV�FORVHG��D
IHDWXUH� RI� WKH� VWDSOH� WUDS� PRGHO� DVVRFLDWHG� ZLWK� GLVDSSRLQWLQJ� UHVRXUFH�
DEXQGDQW�GHYHORSPHQW��

0DXUR� ������� FRQILUPV� WKDW� FRUUXSWLRQ� LV� PRUH� SUHYDOHQW� LQ� UHVRXUFH�
DEXQGDQW�FRXQWULHV�WKDQ�LQ�UHVRXUFH�SRRU�RQHV��+H�DWWULEXWHV�WKLV�WR�WKH�IDFW
WKDW�WKH�QDWXUDO�UHVRXUFH�UHQWV�DQG�WKH�VDOH�RI�WKH�QDWXUDO�FDSLWDO�DVVHWV�WKDW
JHQHUDWH�WKHP�DUH�XVXDOO\�VXEMHFW�WR�VWDWH�UHJXODWLRQ��/HLWH�DQG�:HLGPDQQ
������� DOVR� VKRZ� WKDW� FRUUXSWLRQ� LV� OLQNHG� WR� WKH� SUHVHQFH� RI� QDWXUDO
UHVRXUFHV��,W�GHSUHVVHV�HFRQRPLF�JURZWK��DOEHLW�E\�VRPHZKDW�OHVV�WKDQ�WKH
��� IRU� HDFK� RQH�VWDQGDUG� GHYLDWLRQ� LQ� GHSHQGHQFH� RQ� QDWXUDO� UHVRXUFH
H[SRUWV� HVWLPDWHG� E\� 6DFKV� DQG� :DUQHU� �������� 3RLQW� VRXUFH� UHVRXUFHV
GHSUHVV� JURZWK� E\� ����� SHU� \HDU� IRU� RQH�VWDQGDUG� GHYLDWLRQ� ULVH� LQ
GHSHQGHQFH�RQ�IXHO�DQG�RLO��HQWLUHO\�RQ�DFFRXQW�RI�FRUUXSWLRQ��UDWKHU� WKDQ
'XWFK�GLVHDVH�HIIHFWV���7KLV�FRPSDUHV�ZLWK�D�SRVLWLYH�HIIHFW�RQ�JURZWK�IRU
WKH� PRUH� EHQHILFLDO� GLIIXVH� OLQNDJHV� RI� DJULFXOWXUH�� DOWKRXJK� VRPHZKDW
SX]]OLQJ��IRRG�SURGXFWLRQ�ORDGV�VWURQJO\�QHJDWLYH�

-RKQVRQ� HW� DO�� ������� LGHQWLI\� D� FRQWHVW� ZLWKLQ� WUDQVLWLRQ� HFRQRPLHV
EHWZHHQ� WKH� RIILFLDO� DQG� XQRIILFLDO� VHFWRUV� LQ� WKH� SURYLVLRQ� RI� SXEOLF

VHUYLFHV
� WKDW�KDV� WZR�EDVLF�RXWFRPHV�� OLQNHG� WR� WKH� UHVRXUFH�HQGRZPHQW�
2QH�VHW�RI�FRXQWULHV�WHQGV�WRZDUGV�UHVRXUFH�GHILFLHQF\�DQG�DOVR�KDV�ORZ�WD[
EXUGHQV�� UHJXODWLRQ� DQG� FRUUXSWLRQ�� UHODWLYHO\� KLJK� WD[� UHYHQXHV�� ODUJH
TXDQWLWLHV� RI� SXEOLF� JRRGV� SURYLGHG� E\� WKH� JRYHUQPHQW�� VPDOO� XQRIILFLDO
VHFWRUV� DQG�� LI� WKH� JRYHUQPHQW� LV� UHDVRQDEO\� HIILFLHQW�� IDVWHU� HFRQRPLF
JURZWK�� 7KH� RWKHU� VHW� RI� FRXQWULHV� WHQGV� WR� EH� UHVRXUFH� DEXQGDQW� DQG� WR
H[KLELW� KLJK� WD[� EXUGHQV�� UHJXODWLRQ� DQG� FRUUXSWLRQ�� ORZ� WD[� FROOHFWLRQ
UDWHV��VPDOO�TXDQWLWLHV�RI�SXEOLF�JRRGV�SURYLGHG�E\� WKH�JRYHUQPHQW�� ODUJH
XQRIILFLDO�VHFWRUV�DQG� ORZ� UDWHV�RI�HFRQRPLF�JURZWK��&RQVLVWHQW�ZLWK� WKLV
WKHVLV��+DYU\O\VK\Q�HW�DO�� �����������HVWLPDWH� IURP�D� UHJUHVVLRQ�PRGHO�RI
WUDQVLWLRQ� UHFRYHU\� �������� WKDW� HDFK� SHUFHQWDJH� SRLQW� UHGXFWLRQ� LQ
JRYHUQPHQW� VKDUH� RI� *'3� DGGV� ���� WR� ������ WR� WKH� UDWH� RI� HFRQRPLF
JURZWK�� 7KH\� DWWULEXWH� WKLV� WR� H[FHVVLYH� H[SHQGLWXUH� RQ� XQSURGXFWLYH
VHFWRUV�� UHG� WDSH� DQG� WKH� DGYHUVH� HIIHFWV� RI� D� KLJK� WD[� EXUGHQ�� ERWK
OHJLWLPDWH�DQG�LOOLFLW�
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����,QVWLWXWLRQDO�FDSLWDO�DQG�WKH�SROLWLFDO�VWDWH

,W� LV� QRW� WKH� DLP� RI� WKLV� SDSHU� WR� H[WHQG� WKH� ,0)� PRGHO� WR� LQFRUSRUDWH
GLIIHUHQFHV�LQ�LQVWLWXWLRQDO�FDSLWDO��+RZHYHU��LW� LV�XVHIXO�IRU�WKH�H[SRVLWLRQ
WKDW� IROORZV� WR� LGHQWLI\� YDULDWLRQV� LQ� VXFK� FDSLWDO� WKDW� DUH� OLQNHG� WR� WKH
SROLWLFDO�VWDWH��)U\H�DQG�6KOHLIHU� �������XVHIXOO\� LGHQWLI\� WKUHH�VXE�VHWV�RI
LQVWLWXWLRQDO� FDSLWDO� WKDW� WKH\� DVVRFLDWH� ZLWK� WKUHH� EDVLF� PRGHV� RI
JRYHUQPHQW� EHKDYLRXU� GXULQJ� WKH� HFRQRPLF� WUDQVLWLRQ�� 7KH� ILUVW� PRGH� LV
WHUPHG� WKH� 
LQYLVLEOH�KDQG
� LQ�ZKLFK� WKH�JRYHUQPHQW�SURYLGHV�DQ� HQDEOLQJ
HQYLURQPHQW�WKDW�LQFOXGHV�VXVWDLQLQJ�ODZ�DQG�RUGHU��UHJXODWLRQ�DQG�FRQWUDFW
HQIRUFHPHQW�� DQG� OHDYLQJ�PRVW� DOORFDWLRQ� GHFLVLRQV� WR� WKH� SULYDWH� VHFWRU�
7KLV�PRGH�RI�JRYHUQPHQW�LV�DVVRFLDWHG�ZLWK�WKH�PRUH�VXFFHVVIXO�UHIRUPHUV
RI� QRUWKHDVWHUQ� (XURSH�� ,Q� HIIHFW�� WKH� ,0)� PRGHO� DVVXPHV� WKH� 
LQYLVLEOH
KDQG
� PRGH� DOUHDG\� H[LVWV� DQG� WKDW� WKH� JRYHUQPHQW� LV� ZHOO� RUJDQL]HG�
UHODWLYHO\� XQFRUUXSWHG� DQG� OLNHO\� WR� VHHN� WR� LPSURYH� ORQJ�WHUP� VRFLDO
ZHOIDUH�

,Q� WKH� VHFRQG� PRGH�� WKH� 
KHOSLQJ�KDQG
� WUDQVLWLRQ� JRYHUQPHQW� VXSSRUWV
VRPH� VHFWRUV� DQG� VRPH� ILUPV�� DQG� LW�PD\� DOVR� KDYH� HFRQRPLF� RU� NLQVKLS
OLQNV�ZLWK� HQWUHSUHQHXUV�� 7KH� OHJDO� V\VWHP� LQ� WKHVH� FLUFXPVWDQFHV� LV� OHVV
LPSRUWDQW�EHFDXVH�EXUHDXFUDWV� DUELWUDWH� DPRQJ� WKH� ULYDO� FODLPV��$OWKRXJK
WKH� EXUHDXFUDWV� PD\� EH� FRUUXSW�� WKH\� FRQWURO� DQG� FRQVWUDLQ� WKH� UHVXOWLQJ
DGYHUVH�HIIHFWV��)LQDOO\��WKH�WKLUG�PRGH��WKH�
JUDEELQJ�KDQG
��LV�DQ�H[WUHPH
YHUVLRQ� RI� WKH� SUHGDWRU\� EXUHDXFUDWLF� VWDWH�� ,W� KDV� D� IDU� IURP� FRKHVLYH
EXUHDXFUDF\�ZLWKLQ�ZKLFK�LQGLYLGXDOV�SXUVXH�WKHLU�RZQ�LQWHUHVWV��DV� LQ� WKH
FDVH�RI�$]HUEDLMDQ��IRU�H[DPSOH��$XW\�����D���6XFK�JRYHUQPHQWV�PD\�ORVH
FRKHUHQFH� DQG� EH� XQDEOH� WR� VXVWDLQ� ODZ� DQG� RUGHU� VR� WKDW� LW� LV� WKHQ
PDLQWDLQHG�E\�SULYDWH�PHDQV��DV�LQ�WKH�FDVH�RI�5XVVLD��7KH�JUDEELQJ�KDQG
JRYHUQPHQW� LV� DVVRFLDWHG� ZLWK� VORZ� HFRQRPLF� DQG� SROLWLFDO� UHIRUP�� 7KH
ODWWHU� QRXULVKHV� FRUUXSW� UHQW�VHHNLQJ� E\� H[�FRPPXQLVW� RIILFLDOV� WKDW
FRUURGHV�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�

-RKQVRQ� HW� DO�� ������� ����� UHFRJQL]H� DQ� DGGLWLRQDO� SRVVLELOLW\� ZLWKLQ� WKH
JUDEELQJ�KDQG�FDWHJRU\��QDPHO\�D�PRQRSROLVWLF�VWDWH� WKDW�JDWKHUV�VL]HDEOH
WD[� UHYHQXHV� EXW� SURYLGHV� YHU\� IHZ� VHUYLFHV�� 6LJQLILFDQWO\� IRU� WKLV� VWXG\�
WKH\� LGHQWLI\� 8]EHNLVWDQ� DQG� %HODUXV� DV� H[DPSOHV� RI� WKLV� PRUH
PRQRSROLVWLF� JUDEELQJ� KDQG� JRYHUQPHQW�� .D]DNKVWDQ� EHORQJV� WR� WKH� ILUVW
W\SH�� WKH� 
DWRPLVWLF
� JUDEELQJ�KDQG�� RI�ZKLFK�5XVVLD� SURYLGHV� DQ� H[WUHPH
H[DPSOH�� $VOXQG� HW� DO�� ������� HVWLPDWH� WKDW� LQ� ����� LPSRUW� VXEVLGLHV�
VXEVLGL]HG�FUHGLW�DQG�H[SRUW�FRQWUROV� LQ�5XVVLD�FUHDWHG�UHQWV�HTXLYDOHQW� WR
EHWZHHQ����DQG�����RI�*13��7KH�UHGLVWULEXWHG�DVVHWV�ZHUH�� IRU� WKH�PRVW
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SDUW��VHFXUHG�E\�IRUPHU�OHDGLQJ�FRPPXQLVW�SROLWLFLDQV�DQG�RIILFLDOV��2WKHU
PHDQV� RI� FDSWXULQJ� UHQWV� LQFOXGH� VXEVLGLHV� IRU� 62(V� DQG� DOVR� FORVHG�ELG
SULYDWL]DWLRQ� WKDW� FDQ� LQ� WKH� FDVH� RI� WKH� UHVRXUFH�H[WUDFWLQJ� LQGXVWULHV�
WUDQVIHU�ODUJH�VXPV�LQ�WHUPV�RI�WKH�PLQHUDO�DVVHWV�WR�WKH�QHZ�RZQHUV��6XFK
DEXVHV� OHG� 6WLJOLW]� ������� WR� PDNH� WKH� FDVH� IRU� ERWWRP�XS� UHIRUPV� WKDW
DGDSW�H[LVWLQJ�LQVWLWXWLRQV�

���35(',&7('�$1'�$&78$/�75$16,7,21
75$-(&725,(6��.$=$.+67$1�$1'�8=%(.,67$1

7KH�,0)�PRGHO�SUHGLFWV�WKDW�ODWH�UHIRUPHUV�ZLOO�H[SHULHQFH�D�VWHHS�GHFOLQH
LQ�*'3�DQG�JRYHUQPHQW�UHYHQXHV�EHIRUH�HFRQRPLF�JURZWK�UHVXPHV��,I�WKH
QDWXUDO�UHVRXUFH�HQGRZPHQW�LV�IDFWRUHG�LQ��WKHQ�LQ�WKH�FDVH�RI�.D]DNKVWDQ�
IRUHLJQ�LQYHVWPHQW�LQ�PLQLQJ�ZLOO�DFFHOHUDWH�WKH�SRVW�WUDQVLWLRQ�UHERXQG�RI
WKH�UHDO�H[FKDQJH�UDWH��7KLV�� LQ� WXUQ��ZLOO� LQWHQVLI\� WKH�GHPLVH�RI� WKH�QRQ�
PLQLQJ�WUDGHDEOH�VHFWRU��UDLVH�LQFRPH�LQHTXDOLW\�DQG�VWUHQJWKHQ�SUHVVXUH�WR
PDLQWDLQ�SXEOLF�VHFWRU�HPSOR\PHQW��,Q�DGGLWLRQ��SRLQW�VRXUFH�UHVRXUFHV�OLNH
PLQHUDOV� ZLOO� IHHG� FRUUXSWLRQ� DQG� WKLV� ZLOO� GHSUHVV� WKH� UDWH� RI� HFRQRPLF
JURZWK�� ,Q� FRQWUDVW�� FURS�GULYHQ� 8]EHNLVWDQ� VKRXOG� H[SHULHQFH� D� PRUH
EURDG�EDVHG� HFRQRPLF� UHFRYHU\�� EXW� RQO\� DIWHU� D� GHHSHU� DQG� PRUH
SURORQJHG� UHFHVVLRQ�GXH� WR� LWV� WDUGLHU� HVSRXVDO�RI� UHIRUP��'HYLDWLRQ� IURP
WKHVH� SUHGLFWLRQV� ZLOO� LPSO\� WKDW� WKH� ,0)� PRGHO� LV� VWLOO� WRR� QDUURZO\
FDOLEUDWHG��HYHQ�DIWHU�IDFWRULQJ�LQ�WKH�QDWXUDO�UHVRXUFH�HQGRZPHQW�

����'LIIHUHQFHV�LQ�WKH�VSHHG�RI�UHIRUP

8]EHNLVWDQ� DQG� .D]DNKVWDQ� ZHUH� ERWK� ODWH� UHIRUPHUV�� EXW� DIWHU� LQLWLDOO\
ODJJLQJ�8]EHNLVWDQ��.D]DNKVWDQ�DFFHOHUDWHG�WKH�SDFH�RI�UHIRUP�IURP�����
ZKHUHDV�8]EHNLVWDQ�FRQWLQXHG�DW� D�VORZ�VSHHG�DQG�VXEVHTXHQWO\� UHYHUVHG
VRPH� RI� LWV� UHIRUPV�� %\� ������ WKH� OHYHO� RI� UHIRUP� RQ� WKH� 'H� 0HOR
OLEHUDOL]DWLRQ�LQGH[�DYHUDJHG������IRU�WKH�%DOWLF�FRXQWULHV��5XVVLD�DQG�RWKHU
)68�FRXQWULHV��%52��DV�D�JURXS�FRPSDUHG�ZLWK������IRU�.D]DNKVWDQ�ZKLOH
8]EHNLVWDQ�WUDLOHG�ZLWK�DQ�LQGH[�RI�������7DEOH����

7KH� LQLWLDO� GHOD\� LQ� HFRQRPLF� UHIRUP�ZLWKLQ�.D]DNKVWDQ� LV� UHIOHFWHG� LQ� WKH
VORZ�HVWDEOLVKPHQW�RI�SURGXFWLRQ�XQLWV�IRU�D�PDUNHW�HFRQRP\��3ULYDWL]DWLRQ
EHJDQ�LQ������DQG�E\������DURXQG�����RI�WKH�VPDOO�VHUYLFH�DQG�UHWDLO�ILUPV
KDG�EHHQ�VROG������RI�WKH�ODQG�ZDV�SULYDWL]HG�DQG�����RI�WKH�������PHGLXP
DQG�ODUJH�ILUPV�KDG�EHHQ�SODFHG�LQ�WKH�SULYDWH�VHFWRU��<HW�RQO\�ILYH�RI�WKH����
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YHU\�ODUJH�62(V��HDFK�HPSOR\LQJ�RYHU������ZRUNHUV��KDG�EHHQ�SULYDWL]HG�VR
WKDW��RYHUDOO��WKH�SULYDWH�VHFWRU�VWLOO�DFFRXQWHG�IRU�RQO\�����RI�*'3�LQ������
3ULFH�OLEHUDOL]DWLRQ�SURFHHGHG�IDVWHU�WKDQ�SULYDWL]DWLRQ�LQ�.D]DNKVWDQ�DQG�ZDV
FRPSOHWHG�LQ�������DOWKRXJK�XWLOLW\�SULFHV�VWLOO�ODJJHG�FRVW�UHFRYHU\�OHYHOV��,Q
������EDUWHU�WUDGH�ZDV�DEROLVKHG�DQG�DOO�H[SRUW�DQG�LPSRUW�OLFHQVLQJ�VFKHPHV
ZHUH� UHPRYHG�� )LQDQFLDO� UHIRUP� EHJDQ� LQ� WKDW� \HDU� ZLWK� D� UHGXFWLRQ� LQ
LQWHUHVW� UDWHV� DQG� FRQILUPDWLRQ� RI� FHQWUDO� EDQN� LQGHSHQGHQFH� ZKLOH
LQYHVWPHQW� EDQNV� ZHUH� VHSDUDWHG� IURP� GHSRVLW�WDNLQJ� EDQNV�� +RZHYHU�� DQ
HIIHFWLYH� FDSLWDO� PDUNHW� KDV� EHHQ� VORZ� WR� HPHUJH� DQG� WKLV� KDV� EHHQ
GHWULPHQWDO� WR� DJULFXOWXUH� ZKHUH� SURGXFWLRQ� LV� GHSUHVVHG� E\� REVROHWH
PDFKLQHU\�DQG�DFXWH�VKRUWDJHV�RI�FDSLWDO�DQG�LQSXWV��$OPDW\�+HUDOG�������

&RPSDUHG� ZLWK� .D]DNKVWDQ�� WKH� UHIRUP� SROLF\� RI� 8]EHNLVWDQ� KDV� EHHQ
PXFK�PRUH� FDXWLRXV�� 3RPIUHW� DQG�$QGHUVRQ� ������� ���� FKDUDFWHUL]H� LW� DV

LQFRQVLVWHQW�JUDGXDOLVP
��3ULFH�OLEHUDOL]DWLRQ�EHJDQ�LQ������DQG�DFFHOHUDWHG
ZKHQ� WKH� QDWLRQDO� FXUUHQF\� ZDV� DGRSWHG� LQ� -XO\� ������ $Q� ,0)�EDFNHG
VWDELOL]DWLRQ� SURJUDPPH� FRPPHQFHG� LQ� 1RYHPEHU� ������ $OO� VXEVLGLHV
ZHUH�UHPRYHG�RQ�FRQVXPHU�JRRGV�DQG�RQO\�D�IHZ�EDVLF�FRPPRGLWLHV�ZHUH
VXEMHFW�WR�UDWLRQLQJ��)LVFKHU�HW�DO���������)XOO�FRVW�UHFRYHU\�ZDV�DGRSWHG�IRU
62(V�LQ������DORQJ�ZLWK�WKH�UHPRYDO�RI�FRQWUROV�RQ�SURILW�PDUJLQV��<HW�WKH
UHIRUP� ZDV� SDUWLDO�� KDOI� RU� PRUH� RI� ZKHDW� DQG� FRWWRQ� SURGXFWLRQ� ZDV
SXUFKDVHG� DW� RIILFLDO� SULFHV� WKDW� ZHUH� VHW� ZHOO� EHORZ� ZRUOG� OHYHOV�� ,Q
DGGLWLRQ�� ERWK� WKH� LQWHUHVW� UDWH� DQG� WKH� H[FKDQJH� UDWH� FRQWLQXHG� WR� EH
DUWLILFLDOO\�VHW�DQG�WKH�EODFN�PDUNHW�SUHPLXP�RQ�WKH�QDWLRQDO�FXUUHQF\�URVH
WR�H[FHHG������E\�WKH�PLG�����V��3RPIUHW�DQG�$QGHUVRQ��������)LQDOO\�
VRPH�RI�WKH�UHIRUPV�ZHUH�UHYHUVHG�DIWHU�WKH�,0)�DJUHHPHQW�EURNH�GRZQ�LQ
������IRU�H[DPSOH��DYHUDJH�WDULIIV�URVH�IURP�����WR�����LQ������

3ULYDWL]DWLRQ� KDV� DOVR� EHHQ� SDUWLDO� LQ� 8]EHNLVWDQ�� 7KH� JRYHUQPHQW
DWWHPSWHG�WR�IROORZ�WKH�&KLQHVH�PRGHO�RI�DJULFXOWXUDO�UHIRUP�E\�DOORZLQJ
SULYDWH� ODQG�XVH�ULJKWV�ZKLOH� UHWDLQLQJ�IRUPDO�VWDWH�RZQHUVKLS�RI� ODQG�DQG
RSHUDWLQJ�D�GXDO�SULFH�V\VWHP��7KH�VWDWH�IDUPV�ZHUH�FROOHFWLYL]HG�E\�����
DQG� WKH� ODQG�DOORWWHG� WR�SULYDWH�SORWV� URVH� VL[�IROG� WR���������KHFWDUHV�E\
������ 7KHUH� ZHUH� DOVR� ������ SULYDWH� IDUPV� RI� ��� KHFWDUHV� DYHUDJH� VL]H�
0RVW� FR�RSHUDWLYHV� DGRSWHG� WKH� &KLQHVH� KRXVHKROG� UHVSRQVLELOLW\� V\VWHP
ZKHUHE\�LQGLYLGXDO�IDUPHUV�FRQWUDFWHG�WR�SURGXFH�D�JLYHQ�YROXPH�DW�D�IL[HG
SULFH�DQG�ZHUH�IUHH�WR�VHOO�DQ\�VXUSOXV�DQG�UHWDLQ�WKH�UHYHQXHV��2XWVLGH�RI
DJULFXOWXUH�� VPDOO� DQG�PHGLXP�VL]HG� ILUPV�ZHUH� SULYDWL]HG� EXW� WKH\�ZHUH
VXEMHFW� WR� WLJKW� UHJXODWLRQ� DQG� KHDY\� WD[DWLRQ��0HDQZKLOH�� WKH� UHPDLQLQJ
62(V��PRVWO\�ODUJH�DQG�PHGLXP�VL]HG�IDFWRULHV��ZHUH�QRW�SULYDWL]HG��7KH\
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EHQHILW� IURP� PRQRSROLVWLF� PDUNHWV�� VXEVLGL]HG� HQHUJ\� DQG� SUHIHUHQWLDO
DFFHVV�WR�IRUHLJQ�H[FKDQJH�DQG�WR�FUHGLW�RQ�IDYRXUDEOH�WHUPV�

7KH� 8]EHN� SROLF\� WUDQVIHUV� UHVRXUFHV� IURP� DJULFXOWXUH� DQG� WKH� QRQ�IDUP
SULYDWH� VHFWRU� WR� SURWHFWHG� LQGXVWU\� DQG� WR� VRFLDO� HQWLWOHPHQWV� WKDW� DUH
VXVWDLQHG� DW� PRUH� JHQHURXV� OHYHOV� WKDQ� HOVHZKHUH� LQ� WKH� )68�� 3HQVLRQ
SD\PHQWV�DUH�PDLQWDLQHG�ZKLOH� VFKRROLQJ� UHPDLQV� IUHH� WR� DOO� DQG�PHGLFDO
VHUYLFHV� KDYH� EHHQ� RQO\� PLQLPDOO\� DIIHFWHG� E\� WKH� FROODSVH� RI� WKH� )68
�3RPIUHW� DQG� $QGHUVRQ� ������� 0HDQZKLOH�� WKH� H[WHQGHG� IDPLO\� DQG� WKH
UHWHQWLRQ�RI�WKH�KLVWRULFDO�V\VWHP�RI�ORFDO�KHDGPHQ�DOVR�FXVKLRQ�DJDLQVW�WKH
HFRQRPLF� GLVUXSWLRQ� RI� WKH� WUDQVLWLRQ� DQG� KHOS� WR� VXVWDLQ� D� UHODWLYHO\
HTXLWDEOH� GLVWULEXWLRQ� RI� LQFRPH� �$NKDG� HW� DO�� ������� LI� QRW� RI� ZHDOWK�
$OWKRXJK� WKLV� VXVWDLQV� VRFLDO� FDSLWDO� E\� HDVLQJ�PHGLXP�WHUP� KDUGVKLS�� LW
LPSHGHV� LWV�HQKDQFHPHQW� WR� WKH�H[WHQW� WKDW� LW� IRUHVWDOOV� WKH�QHHG� WR� FUHDWH
QHZ�EXVLQHVVHV�LQ�WKH�LQIRUPDO�VHFWRU�

����'LIIHUHQFHV�LQ�WKH�WUDQVLWLRQ�WUDMHFWRULHV

7DEOH���VKRZV�WKDW�.D]DNKVWDQ�RXWSXW�FRQIRUPHG�WR�WKH�SDWWHUQ�DVVRFLDWHG
ZLWK� UHODWLYHO\� VORZ� UHIRUPHUV� XS� WR� WKH� PLG�����V�� ZKHUHDV� 8]EHNLVWDQ
KDG�D�PXFK�EHWWHU�SHUIRUPDQFH�WKDQ�ZRXOG�EH�H[SHFWHG�RI�D�VORZ�UHIRUPHU�
0RUH� VSHFLILFDOO\�� UHYLVHG� ILJXUHV� VKRZ� WKDW� WKH� GHFOLQH� LQ� .D]DNKVWDQ
V
RXWSXW�EHWZHHQ������DQG������ERWWRPHG�RXW�DW�D�OHYHO�RQH�WKLUG�EHORZ�LWV
�����OHYHO��%XW�WKH�GHFOLQH�IRU�8]EHNLVWDQ�ZDV�RQO\�����EHIRUH�WKH�JURZWK
UDWH�WXUQHG�PLOGO\�SRVLWLYH��D�IDOO�WKDW�LV�VPDOOHU�WKDQ�IRU�DQ\�RWKHU�WUDQVLWLRQ
HFRQRP\� �7DXEH� DQG� =HWWHOPH\HU� ������ ���� ,Q� DGGLWLRQ�� ZKHUHDV
JRYHUQPHQW� UHYHQXHV� FROODSVHG� WR� EDUHO\� ���� RI� *'3� LQ� WKH� FDVH� RI
.D]DNKVWDQ��WKH\�VWDELOL]HG�DW�WZLFH�WKDW�OHYHO�LQ�8]EHNLVWDQ�

2QH�SRVVLEOH�H[SODQDWLRQ�IRU�WKH�PRUH�EXR\DQW�SHUIRUPDQFH�RI�8]EHNLVWDQ
LV�LQDFFXUDWH�GDWD�EHFDXVH�WKH�VWDWLVWLFV�GR�VKRZ�D�V\VWHPDWLF�RYHUVWDWHPHQW
RI�LWV�HFRQRPLF�RXWSXW��)XUWKHUPRUH��WKH�FRQWULEXWLRQ�RI�WKLV�IDFWRU�WRZDUGV
JLYLQJ� WKH� DSSHDUDQFH� RI� D� PLOGHU� FRQWUDFWLRQ� PD\� EH� DPSOLILHG� E\� WKH
PXFK� VPDOOHU� VKDUH� RI� WKH� LQIRUPDO� VHFWRU� LQ� WKH� *'3� RI� 8]EHNLVWDQ�
-RKQVRQ�HW�DO�� ������������HVWLPDWH� IURP�DGMXVWHG�HOHFWULFLW\�FRQVXPSWLRQ
WKDW� WKH� OHYHO� RI� DFWLYLW\� LQ� WKH� XQRIILFLDO� VHFWRU� KDOYHG� LQ� WKH� FDVH� RI
8]EHNLVWDQ� WR� DURXQG� ��� RI� WRWDO� *'3� RYHU� WKH� \HDUV� ��������� ZKHUHDV
WKDW�IRU�.D]DNKVWDQ�WULSOHG�WR�DOPRVW�RQH�WKLUG�RI�WRWDO�*'3��7KH�ILJXUH�IRU
.D]DNKVWDQ�LV�YHU\�FORVH�WR�WKH�PLG�����V�DYHUDJH�IRU�WKH�%DOWLF�5HSXEOLFV�
5XVVLD� DQG� &,6� �7DXEH� DQG� =HWWHOPH\HU� ������� 7KH� ORZ� 8]EHN� ILJXUH
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UHVXOWV� IURP�WKH� VXEVLGL]DWLRQ�RI� ODUJH�62(V�DQG�FRQVHTXHQW�PDLQWHQDQFH
RI�HPSOR\PHQW��DQG�IURP�PRUH�UHSUHVVLYH�VWDWH�FRQWURO�

7KH� XVH� RI� GDWD� IRU� HOHFWULFLW\� FRQVXPSWLRQ� DV� D� SUR[\� IRU� RXWSXW� GRHV
QDUURZ� WKH� JDS� LQ� RXWSXW� GHFOLQH� EHWZHHQ� WKH� FRPSDUDWRU� FRXQWULHV� DQG
8]EHNLVWDQ��FRPSDUHG�WR�WKH�*'3�PHDVXUH��1HYHUWKHOHVV��WKH�IDFW�UHPDLQV
WKDW�VORZ�UHIRUPLQJ�8]EHNLVWDQ�VWLOO�KDG�WKH�VPDOOHVW�GHFOLQH� LQ�HOHFWULFLW\
FRQVXPSWLRQ�DQG�WKH� ORZHVW�FXPXODWLYH�GHWHULRUDWLRQ�LQ�HFRQRPLF�DFWLYLW\
VR�WKDW�VRPH�RI�WKH�GLIIHUHQFH�LQ�SHUIRUPDQFH�PXVW�EH�H[SODLQHG�E\�IDFWRUV
RWKHU�WKDQ�VWDWLVWLFDO�LQDFFXUDF\��7KHUH�DUH�ILYH�SURVSHFWLYH�H[SODQDWLRQV�IRU
WKH�DQRPDORXV�EHKDYLRXU�RI�8]EHNLVWDQ��RI�ZKLFK�WKH�ILUVW�WZR�DUH�H[SORUHG
PRUH�IXOO\�LQ�VHFWLRQ����)LUVW��D�IDYRXUDEOH�UHVRXUFH�HQGRZPHQW�UHGXFHG�WKH
XUJHQF\� IRU� UHIRUP��7DXEH�DQG�=HWWHOPH\HU��������6HFRQG��8]EHN�SROLF\
SURPRWHV� HFRQRPLF� GLYHUVLILFDWLRQ� E\� SURWHFWLQJ� PDQXIDFWXULQJ� IURP
LPSRUW� FRPSHWLWLRQ� �WKH� H[SODQDWLRQ� IDYRXUHG� E\� WKH� JRYHUQPHQW� RI
8]EHNLVWDQ��� 7KLUG�� WKH� UHODWLYH� EDFNZDUGQHVV� RI� WKH� HFRQRP\� RI
8]EHNLVWDQ� UHVXOWV� LQ� D� PLQLPDO� VWRFN� RI� REVROHWH� KHDY\� LQGXVWU\� DQG
WKHUHE\�UHGXFHV� WKH�EXUGHQ�RI� WUDQVIHUV� IURP�WKH�SRWHQWLDOO\� UHVLOLHQW� UXUDO
VHFWRU� FRPSDUHG� ZLWK� PRUH� LQGXVWULDOL]HG� WUDQVLWLRQ� HFRQRPLHV� OLNH
.D]DNKVWDQ� �&DR� HW� DO�� ������� )RXUWK�� JUDGXDO� UHIRUP� SHUPLWV� D� OHVV
GLVUXSWLYH� WUDQVIHU� RI� UHVRXUFHV� IURP� WKH� REVROHWH� SXEOLF� VHFWRU� WR� WKH
HPHUJLQJ�SULYDWH�VHFWRU�DQG�WKLV�FRQIHUV�QHW�EHQHILWV�FRPSDUHG�ZLWK� UDSLG
UHIRUP��%ODQFKDUG��������)LIWK��SROLWLFDO�DQG�LQVWLWXWLRQDO�FRQWLQXLW\�UHGXFH
WKH� XUJHQF\� RI� UHIRUP� �'H�0HOR� HW� DO�� ������ 3RPIUHW� ������� 7KH� DFWXDO
WUDQVLWLRQ� WUDMHFWRULHV� RI� .D]DNKVWDQ� DQG� 8]EHNLVWDQ� DUH� QRZ� FRPSDUHG
ZLWK�WKH�SUHGLFWLRQV�RI�WKH�DGDSWHG�,0)�PRGHO�WKDW�LQFRUSRUDWHV�WKH�QDWXUDO
UHVRXUFH�HQGRZPHQW�

���75$16,7,21�:,7+�32,17�6285&(�5(6285&(6�,1
.$=$.+67$1

����7KH�VHYHUH�WUDQVLWLRQ�UHFHVVLRQ�DQG�HQWUHQFKPHQW�RI�FRUUXSWLRQ

:LWKLQ�WKH�)68��.D]DNKVWDQ�ZDV�HDVLO\�WKH�PRVW�SURVSHURXV�UHSXEOLF�LQ�WKH
RWKHUZLVH�ODJJLQJ�&HQWUDO�$VLDQ�UHJLRQ��'H�0HOR�HW�DO��������7DEOH�����7R
WKDW�H[WHQW�.D]DNKVWDQ�KDV�PRUH�LQ�FRPPRQ�ZLWK�WKH�)68�FRXQWULHV�WR�WKH
QRUWK�DQG�ZHVW��7KH�LQGXVWULDO�VHFWRU�ZDV�DOUHDG\�FRQVLGHUDEO\� ODUJHU� WKDQ
WKH� DJULFXOWXUDO� VHFWRU� E\� WKH� HDUO\�����V�� +RZHYHU�� 7DEOH� �� VKRZV� WKDW
DOWKRXJK�.D]DNKVWDQ� VXVWDLQHG� KLJK� OHYHOV� RI� LQYHVWPHQW� IURP� WKH� HDUO\�
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����V� WKLV� GLG� QRW� RIIVHW� D� ORQJ�WHUP� DFFHOHUDWLQJ� GHWHULRUDWLRQ� LQ� FDSLWDO
HIILFLHQF\�DQG�ODERXU�SURGXFWLYLW\�

Table 4 Trends in economic growth, Kazakhstan 1971-94 (%/Year)
Period NMP

growth
TFP

growth
Labour
growth

Capital
growth

Investment/
NMP

Capital/
NMP

1971-80 0.05 -0.01 0.02 0.12 0.43 3.39
1981-90 0.01 -0.02 0.02 0.05 0.44 5.82
1991-94 -0.10 -0.08 -0.03 0.01 0.15 9.81
1991-94 0.00 -0.03 0.01 0.07 0.38 5.69
Source: De Broeck and Kostial 1998, 16.

%RWK� WKH�NH\� WUDGHDEOH� VHFWRUV�� DJULFXOWXUH� DQG� LQGXVWU\�� FRQWUDFWHG� IDVWHU
WKDQ�WKH�HFRQRP\�DV�D�ZKROH�EHWZHHQ������DQG�������VR�WKDW�WKH�VKDUH�RI
LQGXVWU\�LQ�*'3�IHOO�E\�PRUH�WKDQ�KDOI�DQG�WKDW�RI�DJULFXOWXUH�E\�WZR�ILIWKV
�'H�%URHFN�DQG�.RVWLDO������������7KHVH�UHODWLYH�GHFOLQHV�DUH�PXFK�VKDUSHU
WKDQ� WKRVH� H[SHULHQFHG� E\� 8]EHNLVWDQ�� 0RUHRYHU�� ZKHQ� VXEVLGLHV� ZHUH
ZLWKGUDZQ� LQ� WKH� PLG�����V�� WKH� RXWSXW� RI� DJULFXOWXUH� GHFOLQHG� VOLJKWO\
IDVWHU� WKDQ� WKDW� RI� LQGXVWU\�� %\� ������ DJULFXOWXUH� JHQHUDWHG� RQO\� ���� RI
*'3� LQ�.D]DNKVWDQ� �EXW� DEVRUEHG� WZR�ILIWKV�RI� WKH�ZRUNIRUFH�� FRPSDUHG
ZLWK�����IRU�8]EHNLVWDQ��FRPSDUH�7DEOHV���DQG����

Table 5 Sectoral composition of GDP, Kazakhstan 1993-97 (% GDP)
1993 1994 1995 1996 1997

Agriculture 16.4 14.9 12.3 12.0 10.9
Industry 28.7 29.1 23.5 21.2 20.4
Construction 8.3 9.6 6.5 4.4 4.1
Transport and communications 10.0 11.2 10.7 11.3 10.5
Trade and catering 10.4 12.1 17.2 17.3 17.0
Other (mainly services) 26.2 23.1 29.8 33.8 37.1
Source: IMF (1998), 29.

7KH�FROODSVH�LQ�JRYHUQPHQW�UHYHQXHV� LQ�.D]DNKVWDQ��WR�D�PHDJUH�����RI
*'3� E\� ������ ZDV� HYHQ� VKDUSHU� WKDQ� WKH� FROODSVH� LQ� LWV� RXWSXW� RI
WUDGHDEOHV�� (YHQ� WKHQ�� WKH� ORZ� ILJXUH� RI� ���� RI� *'3� XQGHUVWDWHV� WKH
FROODSVH� EHFDXVH� LW� LQFOXGHV� SULYDWL]DWLRQ� UHFHLSWV� HTXLYDOHQW� WR� ����� RI
*'3��0HDQZKLOH�� GHVSLWH� WKH� SULYDWL]DWLRQ�ZLQGIDOO�� WKH�EXGJHW� GHILFLW� LQ
�����ZDV������RI�*'3��RI�ZKLFK�DOPRVW�WZR�WKLUGV�ZDV�IXQGHG�E\�IRUHLJQ
ERUURZLQJ��&RQVHTXHQWO\�� JLYHQ� WKH� UROH� SOD\HG� E\� SULYDWL]DWLRQ� UHFHLSWV�
WKH�XQGHUO\LQJ�VWUXFWXUDO�GHILFLW�ZDV�FORVHU�WR����RI�*'3��RU�RQH�WKLUG�RI
SXEOLF� H[SHQGLWXUH�� 7KLV� FUHDWHV� DFXWH� SUREOHPV� LQ� PDLQWDLQLQJ� VRFLDO
HQWLWOHPHQWV��,QFRPH�LQHTXDOLW\�KDV�ULVHQ�VKDUSO\��%HFNHU�DQG�8U]KXPRYD
������� +RZHYHU�� D� IXUWKHU� ULVH� LQ� WD[� UDWHV� LV� SUHFOXGHG� EHFDXVH� WKH� WD[
UHIRUP� VHW� UHODWLYHO\� KLJK� OHYHOV� DQG� FRPSOLDQFH� LV� DOUHDG\� D� SUREOHP
�(%5'�������
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7DEOH���FRPSDUHV� WKH�HQHUJ\� UHVRXUFHV�RI� WKH�&DVSLDQ�%DVLQ�FRXQWULHV�� ,W
VKRZV� ZK\�� XQGHU� WKHVH� FRQGLWLRQV�� PLQLVWHUV� LQ� .D]DNKVWDQ� PD\� EH
WHPSWHG� WR� GHIHU� KDUG� SROLWLFDO� GHFLVLRQV�� ,W� DOVR� VKRZV� WKH� RSSRUWXQLWLHV
WKDW�PLQLVWHUV�IDFH�WR�HQULFK�WKHPVHOYHV�DQG�WKHLU�DVVRFLDWHV��,Q�FRQWUDVW�WR
WKH�PRGHVW�K\GURFDUERQ�HQGRZPHQW�RI�8]EHNLVWDQ��.D]DNKVWDQ�PD\�KDYH
VXIILFLHQW� UHVRXUFHV� WR� EHFRPH� RQH� RI� WKH� WHQ� ODUJHVW� JOREDO� SURGXFHUV�
7KUHH�VFHQDULRV�IRU�.D]DNKVWDQ�RLO�UHQWV�DUH�SUHVHQWHG�LQ�7DEOH����EDVHG�RQ
HVWLPDWHV� RI� SURGXFWLRQ� FRVWV� E\� 3ODQHFRQ� ������� DQG� RLO� SULFHV� E\� WKH
:RUOG�%DQN���������7KH�7DEOH�VKRZV�WKDW�XQGHU�WKH�PRVW�RSWLPLVWLF�SULFH�
RXWSXW�FRPELQDWLRQ��WKH�RLO� UHYHQXHV�FRXOG�UHDFK�������ELOOLRQ��HTXLYDOHQW
RI� ������RI�.D]DNKVWDQ�*'3�� 6XFK� D�ZLQGIDOO� LV�PRUH� WKDQ� GRXEOH� WKDW
ZKLFK�� UHODWLYH� WR� LWV� *'3�� 9HQH]XHOD� UHFHLYHG� GXULQJ� WKH� �������� DQG
��������RLO�ERRPV��DQG�VOLJKWO\�KLJKHU�WKDQ�WKH�ZLQGIDOOV�ZKLFK�,QGRQHVLD
DQG�1LJHULD�UHFHLYHG�DW�WKDW�WLPH��*HOE�DQG�$VVRFLDWHV�������

Table 6 Estimated recoverable oil and gas, Caspian Sea region
Country Oil (billion bls) Natural gas (trillion m3)

Proven Possible Total Proven Possible Total
Azerbaijan 3.6 27.0 31.0 0.3 1.0 1.3
Kazakhstan 10.0 85.0 95.0 1.5 2.5 4.0
Turkmenistan 1.5 32.0 33.5 4.4 4.5 8.9
Uzbekistan 0.2 1.0 1.2 2.1 1.0 3.2
Source: State Department (1997), 4.

+RZHYHU��WKH�
PLGGOH
�VFHQDULR�LQ�7DEOH���LV�PRUH�FRQVLVWHQW�ZLWK�WKH�ORQJ�
WHUP� IRUHFDVWV� RI� WKH�:RUOG�%DQN� �������� ,W� \LHOGV� D�PXFK�PRUH�PRGHVW
UHQW� VWUHDP� WKDW� LV� HTXLYDOHQW� WR�RQO\� �����RI�*'3��7KH� ODUJH�GLIIHUHQFH
EHWZHHQ� WKH� WZR� VFHQDULRV� LV� GXH� WR� WKH� IDFW� WKDW� WKH�&DVSLDQ� UHJLRQ� LV� D
UHODWLYHO\� KLJK� FRVW� RLO� SURGXFHU� RQ� DFFRXQW� RI� KLJK� RYHUKHDG� FRVWV�
LQFOXGLQJ� WUDQVSRUWDWLRQ�� 7KH� UHQW� LV� UHGXFHG� GLVSURSRUWLRQDWHO\� E\� ORZHU
RLO�SULFHV�EHFDXVH�LW�LV�D�UHVLGXDO�DIWHU�PHHWLQJ�DOO�FRVWV��LQFOXGLQJ�WKH�ULVN�
UHODWHG�UHWXUQ�RQ�FDSLWDO��$XW\�����E���(YHQ�VR��WKH�PHGLXP�SULFH�VFHQDULR
ZRXOG� VWLOO� ERRVW� SXEOLF� UHYHQXHV� E\� RQH�ILIWK�� LI� WKH� OHYHO� RI� SXEOLF
H[SHQGLWXUH� LV� DVVXPHG� WR� VWDELOL]H� DW�����RI�*'3��<HW� WKHUH� LV� DOVR� WKH
SURVSHFW�RI�QR�UHQWV�WKURXJK�WKH�PHGLXP�WHUP�LI� WKH�WKLUG�VFHQDULR�SURYHV
PRUH�DFFXUDWH��7KLV�VFHQDULR�UHIOHFWV�WKH�LQFUHDVLQJ�GRZQZDUG�SUHVVXUH�RQ
RLO�SULFHV�H[HUWHG�E\�JOREDO�RLO� UHVHUYHV� WKDW� H[FHHG��� WULOOLRQ�EDUUHOV� �%3
������� 7KH� ORZ� SULFH� VFHQDULR� UDLVHV� WKH� XQSDODWDEOH� SURVSHFW� WKDW
.D]DNKVWDQ�ZLOO�VHH�LWV�UHDO�H[FKDQJH�UDWH�UHFRYHU�GXH�WR�KHDY\�LQYHVWPHQW
LQ�WKH�RLO�VHFWRU�VR�WKDW�QRQ�RLO�WUDGHDEOH�DFWLYLW\�LV�GHSUHVVHG�ZLWKRXW�DQ\
DSSUHFLDEOH�RIIVHWWLQJ�LPSURYHPHQW�LQ�JRYHUQPHQW�ILQDQFHV�
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Table 7 Projected Kazakhstan oil rent stream, three scenarios
Low Medium High

North Sea oil price ($/bl) 12.00 16.00 20.00
Caspian oil price ($/bl)a 10.00 14.00 18.00
Netback/rent ($/bl) 0.00 1.15 5.15
Total rent ($ billion)
   0.5 million bpd - 0.210 0.940
   1.5 million bpd - 0.630 2.820
   2.5 million bpd - 1.049 4.699
Total rent (% GDP)b
   0.5 million bpd - 1.1 4.7
   1.5 million bpd - 3.2 14.1
   2.5 million bpd - 5.2 23.5
Notes: a. Discounted by $2 per barrel from North Sea Price.

b. GDP = $20b at 1997 prices (assumes 5%/yr growth to 2020).

7KHUH� LV� DQHFGRWDO� HYLGHQFH� WKDW� PLQLVWHUV� KDYH� KHOG� EDFN� RQ� SROLWLFDOO\
GLIILFXOW� GHFLVLRQV� EHFDXVH� WKH\� H[SHFW� DQ� RLO� ERRP� WR� UHVROYH� ILVFDO
SUREOHPV��7KHUH� LV� DOVR� VSHFXODWLRQ� WKDW� ODUJH� VXPV�RI�SXEOLF�PRQH\� �IURP
FRQWUDFW� VLJQDWXUH� ERQXVHV�� IRU� H[DPSOH�� KDYH� EHHQ� VLSKRQHG� LQWR� SULYDWH
DFFRXQWV�� FRQVLVWHQW� ZLWK� WKH� H[SORLWDWLRQ� RI� SRLQW� VRXUFH� UHVRXUFHV� XQGHU
LQDGHTXDWH� SXEOLF� VHFWRU� DFFRXQWDELOLW\�� $GGLWLRQDO� HYLGHQFH� RI� FRUUXSWLRQ
DQG�GHILFLHQW� LQVWLWXWLRQDO�FDSLWDO� HPHUJHV� IURP� WKH� VFDOH�RI� WKH� FROODSVH� LQ
JRYHUQPHQW� UHYHQXH� WKDW� LV� FRQVLVWHQW� ZLWK� WKH� VKDUS� H[SDQVLRQ� RI� WKH
XQRIILFLDO� HFRQRP\�� ZKLFK� -RKQVRQ� HW� DO�� ������� HVWLPDWH� DW� RQH�WKLUG� RI
RIILFLDO�*'3��)LQDOO\��.D]DNKVWDQ�ODQJXLVKHV�ZLWK�$]HUEDLMDQ��*HRUJLD�DQG
8]EHNLVWDQ� DW� D� ORZ� OHYHO� RQ� LQGLFHV� RI� WD[� IDLUQHVV�� D� PHDVXUH� RI
FRUUXSWLRQ��DQG�OHJDO�VDIHJXDUGV��-RKQVRQ�HW�DO��������

(YHQ� LI� WKH� SRVWSRQHPHQW� RI� WKH� RLO� ZLQGIDOO� ORZHUV� WKH� RSSRUWXQLW\� IRU
FRUUXSWLRQ�� WKH� ODWWHU� PD\� VWLOO� DGYHUVHO\� LPSDFW� WKH� HFRQRP\�� 7KLV� LV
EHFDXVH� D� FRQWLQXHG� VTXHH]H� RQ� VWDWH� UHYHQXHV� ZLOO� UHVXOW� LQ� ORZ� SXEOLF
VHFWRU�VDODULHV�WKDW�HQFRXUDJH�JRYHUQPHQW�RIILFLDOV�WR�LPSRVH�LOOLFLW�LPSRVWV
RQ� SULYDWH� ILUPV� WKDW� GHSUHVV� LQYHVWPHQW�� DV� $]HUEDLMDQ� VKRZV� �$XW\
����D���,Q�RUGHU�WR�GLVFRXUDJH�SXEOLF�VHFWRU�ZRUNHUV�IURP�WKH�DEXVH�RI�WKHLU
SRVLWLRQV�� WKH� FLYLO� VHUYLFH� PXVW� EH� FXW� LQ� VL]H� DQG� LWV� UHPXQHUDWLRQ
LPSURYHG�� %XW� WKLV� DOVR� UHTXLUHV� DQ� H[SDQVLRQ� RI� ODERXU�LQWHQVLYH
HPSOR\PHQW�LQ�WKH�SULYDWH�VHFWRU��%HFNHU�DQG�8U]KXPRYD�������WR�SURYLGH
DOWHUQDWLYH�RSSRUWXQLWLHV�IRU�GLVSODFHG�JRYHUQPHQW�ZRUNHUV��7KLV�LV�SURYLQJ
HVSHFLDOO\�KDUG�WR�DFKLHYH�LQ�PLQHUDO�ULFK�.D]DNKVWDQ��DV�GLVFXVVHG�EHORZ�
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��� 7KH�UHDO�H[FKDQJH�UDWH�UHERXQG�DQG�WKH�IDOWHULQJ�.D]DNK�UHFRYHU\

,QYHVWPHQW� LQ� WKH�.D]DNK� RLO� VHFWRU� PD\� EH� SDUWLDOO\� UHVSRQVLEOH� IRU� WKH
IDOWHULQJ� HFRQRPLF� UHFRYHU\�� &DSLWDO� LQIORZV� LQWR�.D]DNKVWDQ�� DV�ZHOO� DV
LQWR�RLO�ULFK�$]HUEDLMDQ�DQG�JDV�ULFK�7XUNPHQLVWDQ��DUH�ODUJH�FRPSDUHG�WR
RWKHU� WUDQVLWLRQ� HFRQRPLHV�ZLWKLQ� WKH�&,6��)RU�.D]DNKVWDQ�� WKH� LQIORZ� LQ
WKH� PLG�����V� ZDV� HTXLYDOHQW� WR� ����� RI� *'3� DQQXDOO\�� D� OHYHO� WKDW
H[FHHGV�E\�WZR�RUGHUV�RI�PDJQLWXGH�WKH�FDSLWDO�LQIORZV�LQWR�WKHQ�ERRPLQJ
(DVW� $VLDQ� HFRQRPLHV� OLNH� 6LQJDSRUH� DQG� ,QGRQHVLD� �5RVHQEHUJ� DQG
6DDYDODLQHQ������������7KLV�IRUHLJQ�LQYHVWPHQW�KDV�EHHQ�DVVRFLDWHG�ZLWK�D
IDVWHU�UHERXQG�LQ�WKH�UHDO�H[FKDQJH�UDWH�RI�.D]DNKVWDQ�WKDQ�LQ�WKH�UHVRXUFH�
GHILFLHQW� HFRQRPLHV� LQ� WUDQVLWLRQ�� 7KH� UHDO� H[FKDQJH� UDWH� RI� .D]DNKVWDQ
URVH�E\�����RYHU� WKH� WKUHH�\HDUV� IURP������ WR������ DJDLQVW� D� FRPELQHG
LQGH[�RI�WKH�5XVVLDQ�URXEOH�DQG�86�GROODU��$�UHFHVVLRQ�FRPPHQFHG�LQ�����
ZKHQ� HFRQRPLF� JURZWK� IDOWHUHG� DIWHU� KDYLQJ� WXUQHG� SRVLWLYH� LQ� ����� DQG
UHDFKLQJ����LQ�������,0)�������

$OWKRXJK�.D]DNKVWDQ
V�UHDO�H[FKDQJH�UDWH�KDV�UHFRYHUHG�PXFK�FORVHU�WR�LWV
HTXLOLEULXP� OHYHO� WKDQ� LQ� WKH� OHVV� UHVRXUFH�DEXQGDQW� &,6� FRXQWULHV�
.RUQHOLD�DQG�=HWWHOPH\HU��������DUJXH�WKDW�WKH�UHDO�H[FKDQJH�UDWH�GRHV�QRW
DSSHDU�WR�KDYH�RYHUVKRW�LWV�SRVW�WUDQVLWLRQ�HTXLOLEULXP�UDWH��&RQVLVWHQW�ZLWK
WKLV�FRQFOXVLRQ��.D]DNKVWDQ�H[SRUWHUV�VXFFHHGHG�LQ�H[SDQGLQJ�VDOHV�WR�WKH
UHVW�RI�WKH�ZRUOG�LQ�WKH�IDFH�RI�WKH�FROODSVH�RI�WUDGLWLRQDO�H[SRUW�PDUNHWV�LQ
WKH� IRUPHU� 6RYLHW� 8QLRQ�� DQ� RXWFRPH� WKDW� GRHV� QRW� VXJJHVW� DQ\� ODFN� RI
FRPSHWLWLYHQHVV�� 7KH� HFRQRPLF� VORZ�GRZQ� LQ� .D]DNKVWDQ� LQ� ����
WKHUHIRUH� DSSHDUV� WR� KDYH� PRUH� WR� GR� ZLWK� XQH[SHFWHG� H[WHUQDO� VKRFNV
�IDOOLQJ� RLO� SULFHV� DQG� FROODSVLQJ� &,6� PDUNHWV�� WKDQ� ZLWK� DQ\� V\VWHPDWLF
GHWHULRUDWLRQ�LQ�H[WHUQDO�FRPSHWLWLYHQHVV��+RZHYHU��WKLV�FRQFOXVLRQ�LJQRUHV
WKH�XUJHQW�QHHG�WR�GLYHUVLI\�LQWR�PRUH�ODERXU�LQWHQVLYH�H[SRUWV�QRW�RQO\�WR
VWUHQJWKHQ�WKH�HFRQRP\��EXW�DOVR�IRU�VRFLDO�UHDVRQV�

����6RFLDO�FRVWV�RI�XQHYHQ�VWUXFWXUDO�FKDQJH�LQ�WKH�.D]DNK�HFRQRP\

7KH� VWHHS� GHFOLQH� LQ� WUDGHDEOH� RXWSXW� GXULQJ� WKH� WUDQVLWLRQ� KDG� FUHDWHG� D
WZR�VHFWRU� HFRQRP\� LQ� .D]DNKVWDQ� E\� ������ 7KH� HFRQRP\� FRPSULVHG�� D
ZHOO�IXQGHG�� ODUJHO\� IRUHLJQ�RZQHG� H[SRUW� VHFWRU� DQG� D� FDSLWDO�VWDUYHG
GRPHVWLF�VHFWRU�WKDW�ZLWKKHOG�ZDJHV��SHQVLRQV�DQG�XWLOLW\�SD\PHQWV�LQ�RUGHU
WR� VXVWDLQ� LWV� FDVK� IORZ� �)LQDQFLDO� 7LPHV� ������� 7KH� IUDJLOH� HFRQRPLF
UHFRYHU\� RI� �������� UHIOHFWV� WKH� UHERXQG� RI� +&,� DV� D� UHVXOW� RI� VXFFHVVIXO
SULYDWL]DWLRQV� WKDW� LQFOXGHG�WKH���PLOOLRQ�WRQQH�,VSDW�RZQHG�LQWHJUDWHG�VWHHO
SODQW�DQG�WKH���������WRQQH�6DPVXQJ�RZQHG�FRSSHU�UHILQHU\��7KH�IXHO�VHFWRU
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DQG�PHWDOOXUJ\�VHFWRU�HDFK�JHQHUDWHG�DERXW�����RI�LQGXVWULDO�RXWSXW��2LO�DQG
JDV� DOVR� SURYLGHG� RQH�WKLUG� RI� H[SRUWV� DQG� QRQ�IXHO� PLQHUDOV� WZR�ILIWKV�
6KDUS�UHFRYHULHV�DUH�DOVR�H[SHFWHG�LQ�DOXPLQD�DQG�JROG�

+RZHYHU�� ERWK�+&,� DQG�PLQLQJ� DUH� KLJKO\� FDSLWDO�LQWHQVLYH� VR� WKDW� RWKHU
VHFWRUV� ZLOO� EH� QHHG� WR� H[SDQG� GLUHFW� DQG� LQGLUHFW� HPSOR\PHQW�� 7KH
H[SHULHQFH� RI� RLO�ULFK� FRXQWULHV� OLNH� 6DXGL� $UDELD� VXJJHVWV� WKDW� VXFK
HPSOR\PHQW� VKRXOG� RFFXU� LQ� WKH� SULYDWH� VHFWRU� DQG� QRW� WKH� SXEOLF� VHFWRU�
7KH�DGGLWLRQDO�HPSOR\PHQW� WKDW� LV� UHTXLUHG�VHHPV� LQLWLDOO\� OLNHO\� WR�FRPH
IURP� VHUYLFHV� UDWKHU� WKDQ� IURP� HLWKHU� QRQ�PLQHUDO� PDQXIDFWXULQJ� RU
DJULFXOWXUH��$OWKRXJK�GLYHUVLILFDWLRQ�LQWR�PDQXIDFWXULQJ�VKRXOG�HYHQWXDOO\
RFFXU��WKHUH�LV�OLNHO\�WR�EH�D�ODJ�WKDW��LQ�WKH�FDVH�RI�&KLOH��ZDV�RQH�GHFDGH
�81,'2��������)RU�H[DPSOH��D�YLJRURXV�H[SDQVLRQ�RI� IRRG�SURFHVVLQJ� LQ
.D]DNKVWDQ� �,0)� ������ ����� ZKHUH� WKH� FRXQWU\
V� FRPSDUDWLYH� DGYDQWDJH
PLJKW� EH� H[SHFWHG� WR� OLH�� ZDV� RIIVHW� E\� FRQWLQXHG� VKDUS� FRQWUDFWLRQV� LQ
RWKHU� VXE�VHFWRUV� WKDW� DUH� WKH� XQYLDEOH� OHJDF\� IURP� FHQWUDO� SODQQLQJ�� 7KH
ODWWHU� LQFOXGH� FKHPLFDOV�� IDEULFV�� IDUP� PDFKLQHU\�� ZKLWH� JRRGV� DQG
HOHFWULFDO�JRRGV��,Q�VXFK�VHFWRUV�RXWSXW�GHFOLQHG�IURP�)68�OHYHOV�E\�IURP
WZR�WKLUGV��PDFKLQHU\�DQG�PHWDOZRUNLQJ��WR�VHYHQ�HLJKWKV��OLJKW�LQGXVWU\��
FRPSDUHG�ZLWK�RQH�WKLUG�IRU�PLQHUDOV�DQG�PHWDOOXUJ\�

7UDGH�UHIRUP�ZLOO�LQLWLDOO\�UHDOLJQ�WKH�HFRQRP\�WRZDUGV�SULPDU\�SURGXFWLRQ
DQG� DZD\� IURP� PDQXIDFWXULQJ�� 8QIRUWXQDWHO\�� WKH� PHGLXP�WHUP
HPSOR\PHQW� SURVSHFWV� DUH� SRRU� LQ� DJULFXOWXUH� DV� ZHOO� DV� LQ� PLQLQJ�
$OWKRXJK�.D]DNKVWDQ�KDV�RQH�RI� WKH�KLJKHVW�HQGRZPHQWV�RI�FURSODQG�SHU
FDSLWD�DPRQJ�WKH�GHYHORSLQJ�FRXQWULHV��7DEOH�����RQO\����RI�WKH�FURSODQG
LV�LUULJDWHG��0RUHRYHU��FURSODQG�ZDV�RYHU�H[WHQGHG�XQGHU�FHQWUDO�SODQQLQJ�
HVSHFLDOO\�LQ�WKH�JUDLQ�JURZLQJ�QRUWKHUQ�UHJLRQ�VR�WKDW�LW�UHTXLUHG�VL]HDEOH
VXEVLGLHV��HVWLPDWHG�DW��������RI�*'3��'H�%URHFN�DQG�.RVWLDO�����������
7KH� ZLWKGUDZDO� RI� WKRVH� VXEVLGLHV� GXH� WR� WKH� UHIRUPV� PDGH� VRPH
FRQWUDFWLRQ� LQ� RXWSXW� LQHYLWDEOH�� DOEHLW� QRW� DV� JUHDW� DV� WKH� ���� IDOO� IURP
����� OHYHOV� WKDW� RFFXUUHG�� 7KH� VKDUS� GHFOLQH� LQ� SURGXFWLRQ� LV� GXH� WR� WKH
IDLOXUH�RI�SULYDWH�UXUDO�FUHGLW�WR�HPHUJH�DQG�DQ�DVVRFLDWHG�UHGXFWLRQ�LQ�WKH
VXSSO\� RI� IDUP� LQSXWV�� )RU� H[DPSOH�� LQSXWV� SHU� KHFWDUH� RI� JUDLQ� IHOO� E\
DOPRVW� WZR�WKLUGV�DQG�\LHOGV�GURSSHG� WR����� WRQQHV�SHU�KHFWDUH��/RVVHV� LQ
WKH�IDUP�VHFWRU�DUH�HVWLPDWHG�WR�H[FHHG����RI�*'3�E\�WKH�PLG�����V��<HW�
DOWKRXJK� JUDLQ� RXWSXW� VKRXOG� UHFRYHU� WR� ��� PLOOLRQ� WRQQHV� �EHFDXVH� ��
PLOOLRQ�KHFWDUHV�DUH�VXLWHG�WR�JUDLQ�SURGXFWLRQ�DQG�\LHOGV�RI�����WRQQHV�SHU
KHFWDUH� DUH�SRVVLEOH��� DJULFXOWXUH�ZLOO� QRW� HPSOR\�PRUH� WKDQ�D� IUDFWLRQ�RI
WKRVH�QRZ�GHSHQGHQW�RQ�LW�
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$JULFXOWXUH�IXQFWLRQHG�DV�D�ODERXU�UHVHUYRLU�GXULQJ�WKH�WUDQVLWLRQ�UHFHVVLRQ
EHFDXVH� LW� VKHG�ZRUNHUV� DW� D� VORZHU� UDWH� WKDQ�RWKHU� VHFWRUV��%XW� DOWKRXJK
VXEVLVWHQFH� IDUPLQJ� PD\� KDYH� DOOHYLDWHG� UXUDO� SRYHUW\�� WKH� ���� RI� WKH
SRSXODWLRQ� SUHVHQWO\� GHSHQGHQW� RQ� IDUPLQJ� UHTXLUH� UDSLG� JURZWK� LQ� QRQ�
IDUP� MREV��*LYHQ�WKH�VXUSOXV� ODERXU� LQ� WKH�QRQ�IDUP�SXEOLF�VHFWRU��SULYDWH
VHUYLFHV� ZLOO� LQLWLDOO\� KDYH� WR� SURYLGH� PRVW� HPSOR\PHQW� LQ� .D]DNKVWDQ�
7KLV�ZLOO�KDYH�WZR�DGYHUVH�FRQVHTXHQFHV��)LUVW��LW�ZLOO�PDLQWDLQ�WKH�UHODWLYH
VSHFLDOL]DWLRQ� RI� WKH� WUDGHDEOH� VHFWRU� LQ� PLQLQJ� �DQG� HQKDQFH� WKH
YXOQHUDELOLW\�RI�WKH�HFRQRP\�WR�H[WHUQDO�VKRFNV�DQG�FRUUXSWLRQ���6HFRQG��LW
ZLOO� KHLJKWHQ� LQFRPH� LQHTXDOLW\� GXH� WR� WKH� FDSLWDO�LQWHQVLYH� QDWXUH� RI
PLQLQJ�DQG�+&,��7KH�PLQLQJ�VHFWRU�WKHUHIRUH�DFWV�DV�D�GRXEOH�HGJHG�VZRUG
LQ�WKH�WUDQVLWLRQ�RI�.D]DNKVWDQ��LW�GULYHV�WKH�UHODWLYHO\�UDSLG�DSSUHFLDWLRQ�RI
WKH� UHDO� H[FKDQJH� UDWH� DQG� ZKHQ� WKLV� LV� FRPELQHG� ZLWK� GLPLQLVKHG
H[SHFWDWLRQV�RI�PLQHUDO�UHQWV�� WKH�SURVSHFW�IRU�HFRQRPLF�UHFRYHU\�WKURXJK
WKH� PHGLXP�WHUP� LV� GLVDSSRLQWLQJ�� 7KLV� RXWFRPH� GRHV� QRW� LQYDOLGDWH� WKH
,0)�SROLF\�PRGHO��EXW�LW�GRHV�VXJJHVW�WKDW�WKH�SROLF\�SUHVFULSWLRQV�IURP�WKH
,0)� PRGHO� FDQ� EH� LPSURYHG� E\� FRQVLGHULQJ� WKH� QDWXUDO� UHVRXUFH
HQGRZPHQW�PRUH�H[SOLFLWO\�

���5(6285&(�$%81'$1&(��0$&52�32/,&<�$1'�7+(
8=%(.,67$1�75$16,7,21�$120$/<

����7KH�PLVJXLGHG�GHYHORSPHQW�VWUDWHJ\�RI�8]EHNLVWDQ

7KH�8]EHN�JRYHUQPHQW� DWWULEXWHV� WKH�JUHDWHU� UHVLOLHQFH�RI� WKH�8]EHNLVWDQ
HFRQRP\�FRPSDUHG�ZLWK� WKDW�RI�.D]DNKVWDQ� WR� VXEVLGL]LQJ�PDQXIDFWXULQJ
ZLWKLQ�D�SROLF\�RI�JUDGXDO�UHIRUP��'H�0HOR�HW�DO���������DFNQRZOHGJH�WKDW
ORZ�LQFRPH� HFRQRPLHV� OLNH� WKRVH� RI�(DVW� $VLD�PD\� EH� DEOH� WR� VXVWDLQ� D
JUDGXDO�UHIRUP�SURFHVV�ZLWK�UDSLG�HFRQRPLF�JURZWK��0RUHRYHU��8]EHNLVWDQ
ZDV�FHUWDLQO\�RQH�RI�WKH�SRRUHVW�VWDWHV�LQ�WKH�)68�ZLWK�D�SHU�FDSLWD�LQFRPH
EDUHO\�KDOI�WKDW�RI�.D]DNKVWDQ�RQ�WKH�HYH�RI�WKH�WUDQVLWLRQ��&RWWRQ�DQG�JROG
WRJHWKHU� SURYLGHG� ���� RI� *'3� DQG� ���� RI� H[SRUWV� LQ� WKH� HDUO\�����V
�7DXEH� DQG�=HWWHOPH\HU� �������+RZHYHU��'H�0HOR� HW� DO�� ������� DWWULEXWH
WKH�(DVW�$VLDQ�VXFFHVV�WR�UHODWLYHO\�ORZ�OHYHOV�RI�HFRQRPLF�GLVWRUWLRQ�DORQJ
ZLWK� D� FXOWXUDO� LQVWLWXWLRQDO� HGJH� �WKDW� FDQ� EH� DWWULEXWHG� WR� D� YLUWXRXV
FRQVWUDLQW� RQ� SROLF\� DULVLQJ� IURP� UHVRXUFH� GHILFLHQF\�� VHH� $XW\� >����@��
8]EHNLVWDQ�� KRZHYHU�� ODFNV� ERWK� WKHVH� DGYDQWDJHV� IRU� VXFFHVVIXO� VORZ
UHIRUP�
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Table 8 Sectoral composition of GDP, Uzbekistan 1993-97 (% GDP)
1993 1994 1995 1996 1997

Agriculture 27.9 34.5 28.1 22.4 25.8
Industry 22.4 17.0 17.1 17.8 16.5
Transport and communications 5.5 5.8 7.3 6.7 6.3
Construction 9.0 7.2 7.1 8.2 8.1
Trade 6.2 7.5 5.2 7.0 8.2
Other services (plus government) 19.6 19.8 22.1 23.4 23.6
Indirect taxes minus subsidies 9.4 8.2 13.1 14.4 11.5
Source: Taube and Zettelmeyer (1998), 19.

=HWWHOPH\HU��������XVHV�D�UHJUHVVLRQ�PRGHO� LQ�RUGHU�WR�DVVHVV� WKH�UHODWLYH
LPSRUWDQFH� RI� WKH� SROLF\� IDFWRU� DQG� UHVRXUFH� HQGRZPHQW� IDFWRU�
UHVSHFWLYHO\��LQ�H[SODLQLQJ�WKH�PLOG� WUDQVLWLRQ�UHFHVVLRQ�LQ�8]EHNLVWDQ��+H
ILQGV� WKDW� DJULFXOWXUDO� SURGXFWLRQ� �DQG� FRWWRQ� H[SRUWV� LQ� SDUWLFXODU�� LV
VWURQJO\� DQG� SRVLWLYHO\� DVVRFLDWHG� ZLWK� WKH� PRGHVW� QDWXUH� RI� WKH� *'3
GHFOLQH� LQ� 8]EHNLVWDQ� �7DEOH� ���� 7KH� FRXQWU\� LV� WKH� ZRUOG
V� WKLUG� ODUJHVW
H[SRUWHU�RI� FRWWRQ��%XR\DQW� UHYHQXHV� IURP�FRWWRQ� �DORQJ�ZLWK� WKRVH� IURP
JROG��KHOSHG�WR�VXVWDLQ�JRYHUQPHQW�ILQDQFHV�DIWHU�LQGHSHQGHQFH�LQ�WKH�IDFH
RI�D�ORVV�RI�WUDQVIHUV�IURP�WKH�6RYLHW�8QLRQ��HVWLPDWHG�DW�����RI�*'3��7KH
DJULFXOWXUH�VHFWRU�DOVR�KHOSHG�WR�FXVKLRQ�WKH�DGMXVWPHQW�WR�WKH�WUDQVLWLRQ�E\
LQFUHDVLQJ� LWV� VKDUH�RI� HPSOR\PHQW� DV� D� UHVXOW�RI� D� QHW�PLJUDWLRQ� WR� UXUDO
DUHDV��7KH�VKDUH�LQ�WRWDO�SRSXODWLRQ�RI�WKH�UXUDO�SRSXODWLRQ�URVH�VOLJKWO\�WR
�����HYHQ�DV�UXUDO�ZDJHV�GURSSHG�IURP�����DERYH�WKH�QDWLRQDO�DYHUDJH�WR
RQH�WKLUG�EHORZ�WKH�QDWLRQDO�DYHUDJH��3RPIUHW�DQG�$QGHUVRQ�������

7KH� SROLF\� RI� DVVLVWLQJ� LQGXVWU\� PD\� VXVWDLQ� RXWSXW� RYHU� WKH� VKRUW�� DQG
PHGLXP�WHUP��EXW�LW�KDV�WZR�DGYHUVH�FRQVHTXHQFHV�IRU�ORQJ�WHUP�HFRQRPLF
JURZWK��DV� WKH�VWDSOH� WUDS�PRGHO�EDVHG�RQ� WKH�H[SHULHQFH�RI� WKH� UHVRXUFH�
DEXQGDQW� GHYHORSLQJ� PDUNHW� HFRQRPLHV� VKRZV� �$XW\� ������� )LUVW�� LW
PLVDOORFDWHV� UHVRXUFHV� E\� WUDQVIHUULQJ� UHYHQXH� LQ� H[FHVV� RI� WKH� UHVRXUFH
UHQWV�IURP�WKH�SRWHQWLDOO\�HIILFLHQW�SULPDU\�VHFWRU�WR�OHVV�HIILFLHQW�DFWLYLWLHV�
6HFRQG�� WKH� WUDQVIHU� RI� D� VL]HDEOH� IUDFWLRQ� RI� WKH� UHVRXUFH� UHQWV� WR� WKH
JRYHUQPHQW� YRLGV� WKH� SRWHQWLDO� DGYDQWDJH� IRU� JURZWK� WKDW� FURS�OHG
GHYHORSLQJ�FRXQWULHV�SRVVHVV�RYHU�PLQHUDO�OHG�RQHV��7KDW�DGYDQWDJH�DULVHV
IURP� D� ZLGHU� GLVSHUVDO� RI� UHQWV� WKURXJK� WKH� HFRQRP\� DQG� FRQVHTXHQW
UHGXFHG�YXOQHUDELOLW\�WR�SUHGDWRU\�JRYHUQPHQW�EHKDYLRXU�

����5HSUHVVLQJ�WKH�EXR\DQW�SULPDU\�VHFWRU

8]EHNLVWDQ�DWWHPSWHG�WR�HPXODWH�WKH�&KLQHVH�PRGHO�RI�DJULFXOWXUDO�UHIRUP�
EXW� LQ� FRQWUDVW� WR� WKH� G\QDPLVP� WKDW� VXFK� UHIRUP� XQOHDVKHG� LQ� &KLQD�
DJULFXOWXUDO�SURGXFWLRQ�FRQWUDFWHG�LQ�8]EHNLVWDQ��7KLV�LV�EHFDXVH�WKH�ORFDO
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HOLWH�UHWDLQV�PRUH�FRQWURO�LQ�8]EHNLVWDQ�WKDQ�LW�GLG�LQ�&KLQD�DQG�WKH�FHQWUDO
JRYHUQPHQW�DOVR�FDPH�WR�GHSHQG�KHDYLO\�RQ�IDUP�UHYHQXH��7KH�FRQWLQXHG
UHJXODWLRQ�RI�WKH�H[FKDQJH�UDWH�DQG�WKH�PDQLSXODWLRQ�RI�PDMRU�FRPPRGLW\
SULFHV�E\�WKH�FHQWUDO�JRYHUQPHQW�VHYHUHO\�GLVWRUW�SULPDU\�FRPPRGLW\�SULFHV
IRU�GRPHVWLF�SURGXFHUV��3RPIUHW��������7KH�QHW�HIIHFW�RI�WKH�JRYHUQPHQW
V
SULFH� DGMXVWPHQWV� DQG� VXEVLGLHV�PD\� KDYH� EHHQ� WR� WUDQVIHU� ���� RI� *'3
IURP� FRWWRQ� SURGXFHUV� DORQH� LQ� WKH� PLG�����V�� ,Q� WKH� ODWH�����V� WKH
JRYHUQPHQW� VHFXUHG� DOPRVW� RQH�WKLUG� RI� LWV� UHYHQXH� IURP� H[FLVH� GXWLHV
�SRVVLEO\�RQH�KDOI�RI�WKLV�IURP�FRWWRQ���2QH�UHVXOW�RI�WKH�JRYHUQPHQW�SROLF\
KDV� EHHQ� WR� GHSUHVV� UXUDO� LQFRPHV� E\� PRUH� WKDQ� WKH� RYHUDOO� GHFOLQH� LQ
HFRQRPLF� RXWSXW�� WKHUHE\� VHYHUHO\� UHGXFLQJ� LQFHQWLYHV� WR� SURGXFHUV�� $
VHFRQG� FRQVHTXHQFH� RI� JRYHUQPHQW� SROLF\� LV� WKDW� WKH� VKDUH� RI� WUDGH� LQ
8]EHN� *'3� DOPRVW� KDOYHG� WR� ���� EHWZHHQ� ����� DQG� ������ ZKHUHDV� LQ
.D]DNKVWDQ�LW�UHPDLQHG�VWDEOH�DW�DURXQG�����RI�*'3��(%5'�������

7KH� WUDQVIHUV� IURP� SULPDU\� SURGXFW� H[SRUWV� ZHUH� QRW� MXVW� GLUHFWHG� LQWR
SURWHFWHG�LQGXVWU\��KRZHYHU��WKH\�ZHUH�DOVR�WDUJHWHG�DW�ERRVWLQJ�IRRG�VHOI�
VXIILFLHQF\��<HW�LW�LV�IDU�IURP�FOHDU�WKDW�WKLV�LV�LQ�OLQH�ZLWK�WKH�FRPSDUDWLYH
DGYDQWDJH� RI� WKH� 8]EHN� HFRQRP\�� 6RPH� �������� KHFWDUHV� RI� ODQG� ZHUH
WUDQVIHUUHG�IURP�FRWWRQ�WR�JUDLQ��SUHGRPLQDQWO\�ZKHDW���7KLV�LV�HTXLYDOHQW
WR�FRWWRQ�H[SRUWV�ZRUWK������PLOOLRQ��DVVXPLQJ�D�FRWWRQ�\LHOG�RI���WRQQHV
SHU�KHFWDUH��FRPSDUHG�ZLWK�����LQ�������DQG�WKH�UHODWLYHO\�ORZ�FRWWRQ�SULFH
RI������SHU�WRQQH�LQ�������:RUOG�%DQN��������*UDLQ�SURGXFWLRQ�ZDV�DOVR
H[SDQGHG�RQWR�PDUJLQDO�ODQG��LQFOXGLQJ���������KHFWDUHV������RI�WKH�ODQG
XQGHU�JUDLQ��WKDW�ZDV�QRW�LUULJDWHG�DQG�VXEMHFW�WR�GURXJKW��<HW��GHVSLWH�WKH
H[WUD�UHVRXUFHV��JUDLQ�RXWSXW�LQ������ZDV�EDUHO\�WKUHH�ILIWKV�WKH�WDUJHW�DQG
PHW�RQO\�KDOI�WKH�FRXQWU\
V�UHTXLUHPHQW��*UDLQ�ZDV�WKHUHIRUH�LPSRUWHG�IURP
5XVVLD� �(,8� ������ DQG� WRWDO� IRRG� LPSRUWV� DFFRXQWHG� IRU� RQH�WKLUG� RI� DOO
LPSRUWV�LQ�������RU�VRPH����RI�*'3��7KH�H[SDQVLRQ�RI�JUDLQ�SURGXFWLRQ�LV
D�FOHDU�PLVDOORFDWLRQ�RI�UHVRXUFHV�

6HOI�VXIILFLHQF\�LV�QRW�XQGHVLUDEOH�SHU�VH��8]EHNLVWDQ�GLG�EHQHILW�IURP�VHOI�
VXIILFLHQF\� LQ� HQHUJ\� SURGXFWLRQ� ZKHQ� RLO� RXWSXW� ZDV� LQFUHDVHG�� 7KH
H[SDQVLRQ� RI� RLO� DQG� JDV� SURGXFWLRQ� LV� DW� OHDVW� LQ� D� VHFWRU� LQ� ZKLFK� WKH
FRXQWU\�PLJKW�H[SHFW� WR�KROG� VRPH�FRPSDUDWLYH� DGYDQWDJH��0RUHRYHU��E\
PDLQWDLQLQJ� HQHUJ\� VHOI�VXIILFLHQF\��8]EHNLVWDQ�PLQLPL]HG� WKH� GLVUXSWLRQ
WKDW� RWKHU� FRXQWULHV� H[SHULHQFHG� WKDW� UHPDLQHG� GHSHQGHQW� RQ� HQHUJ\
LPSRUWV�IURP�WKH�)68��,QFUHDVHG�HQHUJ\�SURGXFWLRQ�IUHHG�8]EHNLVWDQ�IURP
LWV�GHSHQGHQFH�RQ�5XVVLDQ�LPSRUWV�DQG�LQ������HQHUJ\�DFFRXQWHG�IRU����
RI� H[SRUWV�� MXVW� XQGHU� RQH�TXDUWHU� WKH� VL]H� RI� FRWWRQ� H[SRUWV�� =HWWHOPH\HU
������� FRQILUPV� WKDW� HQHUJ\� VHOI�VXIILFLHQF\� KDG� D� VLJQLILFDQW� SRVLWLYH
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HIIHFW� RQ� HFRQRPLF� JURZWK�� DOWKRXJK� KH� ILQGV� WKH� H[SRUW� RI� HQHUJ\� LV
QHJDWLYHO\�FRUUHODWHG�ZLWK�HFRQRPLF�JURZWK�EHFDXVH�RI�XQGHVLUDEOH�EDUWHU
GHDOV�DQG�QRQ�SD\PHQW�E\�LPSRUWHUV��+H�FRQFOXGHV�WKDW�WKH�FRPELQDWLRQ�RI
EXR\DQW� FRWWRQ� UHYHQXHV� DQG� HQHUJ\� VHOI�VXIILFLHQF\� UHOLHYHG� WKH� LPSRUW
FRPSUHVVLRQ�WKDW�RWKHU�WUDQVLWLRQ�HFRQRPLHV�H[SHULHQFHG�DQG�WKDW�WKHVH�WZR
IDFWRUV� DUH�PRUH� LPSRUWDQW� FDXVHV�RI� WKH�PLOG� WUDQVLWLRQ� UHFHVVLRQ� WKDQ� LV
JRYHUQPHQW�SROLF\��=HWWHOPH\HU��������ILQGV�WKDW�LQYHVWPHQW�LQ�LQGXVWU\�LV
SDUWLFXODUO\�ZHDN�DV�DQ�H[SODQDWRU\�YDULDEOH�LQ�KLV�JURZWK�PRGHO��ZKHUHDV
WKRVH�PRGHVW�PDFUR�UHIRUPV�WKDW�ZHUH�DFKLHYHG�KDG�D�EHQHILFLDO�LPSDFW�RQ
WKH�UHFRYHU\��,Q�RWKHU�ZRUGV��WKH�UHFRYHU\�RI�WKH�8]EHN�HFRQRP\�RFFXUUHG
GHVSLWH�WKH�LQGXVWULDO�SROLF\�WKDW�WKH�JRYHUQPHQW�HVSRXVHG�

����&RVVHWLQJ�WKH�PDQXIDFWXULQJ�VHFWRU�ULVNV�D�JURZWK�FROODSVH

$OWKRXJK�PDQXIDFWXULQJ�DWWUDFWHG�VRPH�IRUHLJQ�GLUHFW� LQYHVWPHQW��QRWDEO\
IURP� 'DHZRR� DQG� %$7�� PRVW� LQYHVWPHQW� FDPH� IURP� WKH� VWDWH� DQG� ZDV
GLUHFWHG�DW� ODUJH�62(V��7KH�VFDOH�RI�JRYHUQPHQW�SURPRWLRQ�RI� LQGXVWU\� LV
VXEVWDQWLDO��DPRXQWLQJ�WR�WKUHH�ILIWKV�RI�QDWLRQDO�LQYHVWPHQW�LQ�������2QO\
RQH�ILIWK�RI� WKH� ODUJH�DQG�PHGLXP�62(6�KDG�EHHQ�SULYDWL]HG�E\������� ,Q
IDFW��PRVW�ODUJH�62(V�ZHUH�FDSWXUHG�E\�WKHLU�PDQDJHUV�ZKR�VHFXUHG�DFFHVV
WR�ORZ�LQWHUHVW�ORDQV��7KH�PDQDJHUV�DOVR�HQMR\HG�VRIW�EXGJHWDU\�FRQVWUDLQWV
DQG� OLWWOH� FRPSHWLWLRQ�� <HW� GHVSLWH� WKH� KXJH� WUDQVIHU� RI� UHVRXUFHV� WR� WKH
PDQXIDFWXULQJ�VXEVHFWRU��DQG�WKH�H[SDQVLRQ�LQ�HQHUJ\�SURGXFWLRQ���7DEOH��
VKRZV� WKDW� D� VLJQLILFDQW� GHFOLQH� LQ� WKH� VKDUH� RI� LQGXVWU\� LQ� WKH� *'3� RI
8]EHNLVWDQ�VWLOO�RFFXUUHG�

7KH� LQGXVWULDO� SROLF\� KDG� VRPH� VXFFHVV� LQ� H[SDQGLQJ� WKH� SURGXFWLRQ� RI
DXWRV��WHOHYLVLRQ�VHWV�DQG�YLGHR�UHFRUGHUV�ZLWK�IRUHLJQ�LQYHVWPHQW��7DEOH����
(OVHZKHUH��WKH�SURGXFWLRQ�LQ�EXON\�+&,�SURGXFWV�VXFK�DV�IHUWLOL]HU��IHUURXV
PHWDOV�DQG�FHPHQW�ZDV�VXVWDLQHG�E\�VXEVLGLHV��0RVW�RWKHU�VHFWRUV�UHFRUGHG
GHFOLQHV��KRZHYHU��GHVSLWH�VWDWH�DVVLVWDQFH��7KH�SURGXFWV�PDGH�E\�WKH�62(V
ZHUH� RIWHQ� RI� ORZ� TXDOLW\� DQG� SURYHG� GLIILFXOW� WR� VHOO� �(,8� ������
5HVRXUFHV�ZLOO� FRQWLQXH� WR�EH�PLVDOORFDWHG� LQ� WKH� DEVHQFH�RI�KDUG�EXGJHW
FRQVWUDLQWV� DQG� SULFH� VLJQDOV� WKDW� UHIOHFW� VFDUFLW\� YDOXH�� 0HDQZKLOH�� WKH
62(�IDFWRULHV�WHQG�WR�EH�FDSLWDO�LQWHQVLYH�DQG�WR�SURYLGH�OLWWOH�HPSOR\PHQW�
<HW�D�ULVH�LQ�HPSOR\PHQW�LV�UHTXLUHG�LQ�RUGHU�WR�DEVRUE�D�ZRUNIRUFH�WKDW�LV
VHW�WR�JURZ�UDSLGO\�JLYHQ�WKDW�WKH�UDWH�RI�SRSXODWLRQ�JURZWK�LV������DQG�WKH
ZRUNLQJ�DJH�SRSXODWLRQ�LV�RQO\�����RI�WKH�WRWDO�

,Q� IDFW��8]EHNLVWDQ�PDQXIDFWXULQJ�VKRXOG�QRW� UHTXLUH� VXEVLGLHV�� ,W�KDV� WKH
SRWHQWLDO�WR�VHUYH�WKH�&HQWUDO�$VLDQ�PDUNHW�IRU�PDQXIDFWXUHG�JRRGV��7KLV�LV
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EHFDXVH� LW� RIIHUV� LQYHVWRUV� WKH� UHJLRQ
V� ODUJHVW� QDWLRQDO� PDUNHW� DQG� WKH
UHERXQG� LQ� LWV� UHDO� H[FKDQJH� UDWH� ZLOO� ODJ� WKRVH� RI� LWV� PLQHUDO�ULFK
QHLJKERXUV�OLNH�.D]DNKVWDQ��)RU�H[DPSOH��HVWLPDWHV�RI�WKH�86�GROODU�ZDJH
OHYHO� IRU� 8]EHNLVWDQ� VXJJHVW� WKDW� LW� UHPDLQV� DW� EDUHO\� RQH�WKLUG� RI� LWV
HTXLOLEULXP� OHYHO�� ZKHUHDV� WKDW� RI� .D]DNKVWDQ� LV� DOUHDG\� FORVH� WR� SDULW\�
+RZHYHU��E\�SRVWSRQLQJ�UHIRUP�DQG�GLYHUWLQJ�UHVRXUFHV�IURP�VHFWRUV�ZLWK
FRPSHWLWLYH� DGYDQWDJH� WR� SURWHFWHG� VHFWRUV� WKDW� KDYH� OLWWOH� LQFHQWLYH� WR
EHFRPH�HIILFLHQW��FXUUHQW�SROLF\�LV�OLNHO\�WR�UHVXOW�LQ�D�JURZWK�FROODSVH�DQG
D�IXUWKHU�GHFOLQH�LQ�UHDO�ZDJHV��,W�ZLOO�UHTXLUH�D�PRUH�YLJRURXV�H[SDQVLRQ�RI
WKH�SULYDWH�VHFWRU�LI�WKH�HFRQRPLF�SRWHQWLDO�RI�8]EHNLVWDQ�LV�WR�EH�UHDOL]HG
DQG�UDSLG�HPSOR\PHQW�LQWHQVLYH�JURZWK�LV�WR�EH�VXVWDLQHG�

Table 9 Production of selected manufactured goods, Uzbekistan 1991-97
Unit 1991 1994 1997

Cement 000 t 6,191 4,780 3,286
Ferrous metals 000 t 749 337 850
Fertilizers 000 t 1,660 811 954
Compressors Units 11,106 1,264 284
Transformers 000 kWh 6,771 1,106 398
Cotton harvesters Units 5,800 651 1,049
Cotton sowers Units 1,800 970 411
Steel 000 t 860 364 379
Window glass 000 m3 2,537 1,122 5,123
Cotton fibres 000 t 1,532 1,385 1,125
Refrigerators Units 211,900 19,750 35,000
Automobiles Units 0 800 64,900
Televisions sets Units 1,100 51,800 268,450
Video recorders Units 2,100 23,900 140,600
Cotton cloth 000 t 392 480 425
Socks m. pairs 103 107 62
Shoes m. pairs 45 28 5
Vegetable oil 000 t 400 360 237
Oil 000 t 2,831 5,517 7,891
Electricity Bn. KWh 54 48 46
Source: Taube and Zettelmeyer (1998), 20.

6XPPDUL]LQJ�� WKH� UHODWLYHO\� IDYRXUDEOH� JURZWK� LQ�8]EHNLVWDQ� RFFXUUHG� LQ
VSLWH�RI� LWV�GHYHORSPHQW�SROLF\�DQG�FDQ�EH�EHWWHU�XQGHUVWRRG�LI�DFFRXQW� LV
WDNHQ� RI� WKH� QDWXUDO� UHVRXUFH� HQGRZPHQW�� %XR\DQW� FRPPRGLW\� SULFHV
LQLWLDOO\�VXVWDLQHG�WKH�8]EHN�HFRQRP\��7KH�UHYLYDO�RI�JURZWK�LQ������ZDV
LQLWLDOO\�GULYHQ�LQ�ODUJH�PHDVXUH�E\�D�ERRP�LQ�WUDGH�DQG�VHUYLFHV�DV�VPDOO�
VFDOH�SULYDWL]DWLRQ�DQG�WUDGH�OLEHUDOL]DWLRQ�RIIVHW�D�IDOO�LQ�FRWWRQ�SURGXFWLRQ�
$OWKRXJK�PDQXIDFWXULQJ� DOVR� FRQWULEXWHG� WR� WKH�PRGHVW� JURZWK� WKDW� \HDU�
WKH� FRQWLQXDWLRQ� RI� JURZWK� LQ� ����� ZDV� GXH� PDLQO\� WR� WKH� UHFRYHU\� LQ
DJULFXOWXUH�� +RZHYHU�� WKH� WUDQVIHUV� IURP� WKH� G\QDPLF� QDWXUDO� UHVRXUFH
VHFWRU�PDVN� WKH� FXPXODWLYH� HIIHFW�RI� D�PLVJXLGHG�JRYHUQPHQW� SROLF\� WKDW
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FRPSRXQGV� HFRQRPLF� GLVWRUWLRQV� DQG� ZHDNHQV� WKH� HFRQRP\�� <HW�� HYHQ
ZKHQ� LW� LV� H[WHQGHG� WR� LQFRUSRUDWH� GLIIHUHQFHV� LQ� WKH� QDWXUDO� UHVRXUFH
HQGRZPHQW�� WKH� ,0)�PRGHO� LV� VWLOO� GHILFLHQW�� 'LIIHUHQFHV� LQ� LQVWLWXWLRQDO
FDSLWDO�PXVW�DOVR�EH�IDFWRUHG�LQWR�WKH�,0)�PRGHO��-RKQVRQ�HW�DO�������������
��� FRQFOXGH� WKDW� VWDELOL]DWLRQ� DORQH� LV� XQOLNHO\� WR� VHFXUH� JURZWK� ZLWKRXW
VWURQJ� LQVWLWXWLRQ� EXLOGLQJ� DQG� WKH� GHSROLWLFL]DWLRQ� RI� HFRQRPLF
WUDQVDFWLRQV�

���&21&/86,216�$1'�32/,&<�,03/,&$7,216

7KH� ,0)� PRGHO� RI� WUDQVLWLRQ� UHIRUP� VWUHVVHV� PDFUR� SROLF\� DQG� QHJOHFWV
GLIIHUHQFHV�DPRQJ�WKH�WUDQVLWLRQ�HFRQRPLHV�LQ�WKHLU�HQGRZPHQWV�RI�QDWXUDO
UHVRXUFHV�� REVROHWH� SURGXFHG� FDSLWDO� DQG� LQVWLWXWLRQDO� FDSLWDO�� 7KH
LQFRUSRUDWLRQ� RI� WKH� QDWXUDO� UHVRXUFH� HQGRZPHQW� LQWR� WKH� ,0)� PRGHO
LPSURYHV� LWV�H[SODQDWRU\�SRZHU��5HVRXUFH�DEXQGDQFH�PD\�EH�H[SHFWHG� WR
GHOD\� WKH� WUDQVLWLRQ� DQG�PLVDOORFDWH� UHVRXUFHV� EHFDXVH� LW� IHHGV� FRUUXSWLRQ
DQG� GLPLQLVKHV� WKH� XUJHQF\� RI� UHIRUP�� ,Q� DGGLWLRQ�� 'XWFK� GLVHDVH� HIIHFWV
DPSOLI\�WKH�SRVW�WUDQVLWLRQ�UHERXQG�RI�WKH�UHDO�H[FKDQJH�UDWH�DQG�GLVWRUW�WKH
VWUXFWXUH� RI� WKH� HFRQRP\� WRZDUGV� QRQ�WUDGHDEOHV�� 7KHVH� DGYHUVH� IHDWXUHV
DUH�PRUH�VHYHUH�ZKHUH�WKH�UHVRXUFH�HQGRZPHQW�FUHDWHV�SRLQW�VRXUFH�VRFLR�
HFRQRPLF� OLQNDJHV�� DV� LQ� PLQLQJ�� DV� RSSRVHG� WR� WKH� GLIIXVH� OLQNDJHV
DVVRFLDWHG� ZLWK� FURS� SURGXFWLRQ� E\� \HRPDQ� IDUPHUV�� 7KH� GHWULPHQWDO
HIIHFWV� RI� UHVRXUFH� DEXQGDQFH� DUH� DOVR� OLNHO\� WR� EH� PRUH� VHYHUH� ZKHUH
LQVWLWXWLRQDO�FDSLWDO�LV�GHILFLHQW�

&RQVLVWHQW�ZLWK�WKH�H[WHQGHG�,0)�PRGHO��ERWK�.D]DNKVWDQ�DQG�8]EHNLVWDQ
GHOD\HG�UHIRUP�FRPSDUHG�ZLWK� WKH�PRUH�UHVRXUFH�FRQVWUDLQHG�FRXQWULHV�RI
(DVWHUQ� (XURSH� DQG� WKH� WZR� JRYHUQPHQWV� H[KLELW� KLJKHU� OHYHOV� RI� UHQW�
VHHNLQJ� EHKDYLRXU� DQG� FRUUXSWLRQ�� $OVR�� LQYHVWPHQW� LQ� PLQHUDOV� LQ
.D]DNKVWDQ� KDV� VWUHQJWKHQHG� WKH� H[FKDQJH� UDWH� DQG� UHWDUGHG� HFRQRPLF
GLYHUVLILFDWLRQ�LQ�.D]DNKVWDQ�VR�WKDW�HFRQRPLF�UHFRYHU\�LV�VORZHU�WKDQ�WKH
RULJLQDO� ,0)� PRGHO� SUHGLFWV�� 0RUH� VSHFLILFDOO\�� .D]DNKVWDQ� H[SHULHQFHG
KHDY\� IRUHLJQ� LQYHVWPHQW� LQ� PLQLQJ� DQG� +&,� WKDW� SXVKHG� WKH� HFRQRP\
PXFK� FORVHU� WR� LWV� HTXLOLEULXP� ZDJH� WKDQ� RWKHU� WUDQVLWLRQ� HFRQRPLHV�
.D]DNKVWDQ� KDV� DOVR� HQGXUHG� D� VKDUS� FRQWUDFWLRQ� LQ� RXWSXW�� ZKLOH
GLYHUVLILFDWLRQ�LQWR�PRUH�HPSOR\PHQW�LQWHQVLYH�DFWLYLW\�LV�FRQVWUDLQHG��7KH
UHVXOW� LV� D� GXDO� HFRQRP\� LQ� ZKLFK� WKH� SRWHQWLDOO\� HPSOR\PHQW�LQWHQVLYH
VHFWRUV� ODFN� LQYHVWPHQW�� ,Q� WKHVH� FLUFXPVWDQFHV�� LI� RLO� UHQWV� SURYH
GLVDSSRLQWLQJ� WKH� JRYHUQPHQW� RI� .D]DNKVWDQ� PD\� H[SHULHQFH� WKH
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XQSDODWDEOH� FRPELQDWLRQ� RI� D� UHODWLYHO\� KLJK� UHDO� H[FKDQJH� UDWH�� ZHDN
HFRQRPLF�JURZWK�DQG�ULVLQJ�LQFRPH�LQHTXDOLW\�ZLWKRXW�FRPSHQVDWLRQ�IURP
KLJKHU�PLQHUDO�UHYHQXHV�

,Q� WKH� FDVH� RI� 8]EHNLVWDQ�� D� QDWXUDO� UHVRXUFH� HQGRZPHQW� WKDW� \LHOGHG
HVSHFLDOO\� EXR\DQW� FURS� UHYHQXHV� �WKDW� HDVHG� WKH� IRUHLJQ� H[FKDQJH
FRQVWUDLQW�� KHOSV� WR� H[SODLQ� ZK\� WKH� JURZWK� FROODSVH� DQG� ORVV� RI
JRYHUQPHQW� UHYHQXH� DUH� OHVV� WKDQ� WKH� XQDGMXVWHG� ,0)�PRGHO� SUHGLFWV� IRU
VXFK�D�VORZ�UHIRUPHU��7R�WKDW�H[WHQW��WKH�WUDQVLWLRQ�KDV�LQGHHG�SURYHG�HDVLHU
LQ� D� ORZHU�LQFRPH� FURS�GULYHQ� UHVRXUFH�ULFK� FRXQWU\� WKDQ� LQ� D� PLQHUDO�
GULYHQ� RQH� OLNH�.D]DNKVWDQ� RU�$]HUEDLMDQ� �$XW\� ������� 7KLV� H[SODQDWLRQ
IRU� WKH� 8]EHN� DQRPDO\� LV� VWLOO� WRR� VLPSOH�� KRZHYHU�� EHFDXVH� 8]EHNLVWDQ
DOVR�EHQHILWV� IURP� UREXVW� VRFLDO� FDSLWDO� DQG� OLPLWHG� REVROHWH� LQGXVWU\� WKDW
UHWDUG�WKH�GHFOLQH�LQ�JRYHUQPHQW�UHYHQXH�

+RZHYHU�� WKH� H[SHULHQFH� RI� 8]EHNLVWDQ� GRHV� FRQILUP� WKDW� D� IDYRXUDEOH
QDWXUDO� UHVRXUFH� HQGRZPHQW� PD\� EH� XVHG� WR� SRVWSRQH� GLIILFXOW� UHIRUPV
ZKHQ�WKH�VWRFN�RI�REVROHWH�FDSLWDO�LV�ORZ��<HW�XQOLNH�WKH�UHVRXUFH�GHILFLHQW
JUDGXDO� UHIRUPHUV� RI� (DVW� $VLD�� 8]EHNLVWDQ� LV� QRW� OLNHO\� WR� HYDGH� PDMRU
UHIRUP��7KH�H[WHQGHG�,0)�PRGHO�VXJJHVWV�WKDW�WKH�8]EHN�SROLF\�RI�JUDGXDO
UHIRUP��XQOLNH�WKDW�LQ�(DVW�$VLD��UHSUHVVHV�H[SRUWV�DQG�LQWHQVLILHV�HFRQRPLF
GLVWRUWLRQV��7KLV�ORFNV�WKH�HFRQRP\�LQWR�D�VWDSOH�WUDS�WKDW�OHDGV�WR�D�JURZWK
FROODSVH�� DV� H[SHULHQFHG� E\� PDQ\� UHVRXUFH�DEXQGDQW� GHYHORSLQJ� PDUNHW
HFRQRPLHV��,URQLFDOO\��PDQXIDFWXUHUV�LQ�8]EHNLVWDQ�VKRXOG�QRW�UHTXLUH�VWDWH
DVVLVWDQFH�EHFDXVH�WKH�UHDO�H[FKDQJH�UDWH�ZLOO�DSSUHFLDWH�OHVV�WKDQ�WKRVH�RI
LWV� PLQHUDO�ULFK� QHLJKERXUV� ZLOO�� 8]EHNLVWDQ� VKRXOG� DOVR� DWWUDFW� VFDOH�
VHQVLWLYH�PDQXIDFWXULQJ�WKDW�LV�GLUHFWHG�DW�WKH�&HQWUDO�$VLDQ�PDUNHW�EHFDXVH
LW�KDV�WKH�ODUJHVW�GRPHVWLF�PDUNHW�LQ�WKH�UHJLRQ��*RYHUQPHQW�SROLF\�VKRXOG
XVH� WKLV� FRPSHWLWLYH� HGJH� WR� H[SRUW� QRQ�PLQLQJ� WUDGHDEOHV� OLNH
PDQXIDFWXUHV�DQG�IDUP�SURGXFWV�WR�LWV�QHLJKERXUV�

)LQDOO\��WXUQLQJ�WR�SROLF\�SUHVFULSWLRQV�IRU�.D]DNKVWDQ��WKH�DSSUHFLDWLRQ�RI
WKH�UHDO�H[FKDQJH�UDWH�QHHG�QRW�UHWDUG�JURZWK�WKURXJK�WKH�PHGLXP�WHUP�DQG
ORQJ�WHUP� EHFDXVH� DQ\� XQZHOFRPH� DSSUHFLDWLRQ� FDQ� EH� FXUEHG� E\
LQFUHDVLQJ� WKH� UDWH� RI� GRPHVWLF� VDYLQJ�� WKHUHE\� ORZHULQJ� WKH� GHPDQG� IRU
IRUHLJQ�FDSLWDO�LQIORZV��7KLV�SROLF\�KDV�WKH�DGGHG�EHQHILW�RI�PDNLQJ�IXQGV
PRUH� UHDGLO\� DYDLODEOH� WR� D�ZLGHU� UDQJH�RI� GRPHVWLF� LQYHVWRUV� WKDQ� LV� WKH
FDVH�ZLWK�IRUHLJQ�VDYLQJV��6XFK�D�SDWWHUQ�RI�LQYHVWPHQW�ZLOO�QRW�RQO\�ERRVW
SURGXFWLRQ�� EXW� LW�ZLOO� DOVR� VORZ� WKH� ULVH� RI� LQFRPH� LQHTXDOLW\� EHFDXVH� LW
ZLOO� EH� GLUHFWHG� WRZDUGV� PRUH� ODERXU�LQWHQVLYH� DFWLYLW\�� $QRWKHU� UHDVRQ
ZK\�KLJKHU� VDYLQJ� LV� UHTXLUHG� LV�EHFDXVH� HYHQ�ZLWK� WKH� LQIORZ�RI� IRUHLJQ



��

FDSLWDO� IRU�PLQLQJ�� LQYHVWPHQW� VOXPSHG�GXULQJ� WKH� WUDQVLWLRQ� WR� D� OHYHO�RI
RQO\�����RI�*'3�E\����������,0)��������7KLV�UHIOHFWV�WKH�ZLWKGUDZDO�RI
WUDQVIHUV� ZRUWK� DURXQG� ���� RI� *'3� DIWHU� WKH� FROODSVH� RI� WKH� )68� �'H
%URHFN�DQG�.RVWLDO��������7KH�LQYHVWPHQW�ILJXUH�RI�����FRPSDUHV�ZLWK�DQ
H[SHFWHG�UDWH�RI�LQYHVWPHQW�IRU�D�FRXQWU\�RI�WKH�VL]H�DQG�SHU�FDSLWD�LQFRPH
RI�.D]DNKVWDQ�LQ�WKH�PLG�����V�RI�����RI�*'3��DFFRUGLQJ�WR�WKH�6\UTXLQ
DQG�&KHQHU\��������QRUPV�

Table 10 Genuine saving rates, selected resource-rich countries 1997 (% GDP)
Gross

domestic
saving

Education Fixed
capital

depletion

Natural
capital

depletion

CO2
damage

Genuine
saving

Argentina 18.4 2.4 10.5 0.5 0.2 9.6
Bolivia 10.1 2.6 8.1 2.0 0.7 1.8
Costa Rica 25.0 4.6 2.5 0.0 0.3 26.8
Finland 24.6 7.2 16.7 0.0 0.2 14.8
Ghana 9.8 2.4 4.3 2.5 0.4 5.0
Kazakhstan 13.5 0.0 7.4 18.5 5.5 -17.9
Malaysia 44.4 4.8 9.3 6.3 0.7 32.9
Mexico 26.4 3.7 10.4 5.0 0.5 14.2
Norway n.a. 6.7 16.4 5.9 0.2 n.a.
Russia 24.7 4.1 19.3 9.3 1.8 -1.6
Saudi Arabia 34.6 5.8 10.0 43.6 1.0 -14.2
South Africa 17.0 6.6 13.8 4.1 1.4 4.4
Uzbekistan 18.6 7.7 4.4 8.2 2.4 11.4
Source: Hamilton (1999).

7DEOH����VKRZV�WKDW�WKH�JHQXLQH�VDYLQJ�UDWH�RI�.D]DNKVWDQ�LV�QHJDWLYH��LQ
SDUW� EHFDXVH�RI� WKH�YHU\� ORZ� UDWH�RI�GRPHVWLF� VDYLQJ� QRWHG� DERYH� DQG� LQ
SDUW�EHFDXVH�RI�D�KHDY\�UHOLDQFH�RQ�RLO�H[WUDFWLRQ��FRPSDUH�6DXGL�$UDELD��
,W�LV�WKHUHIRUH�GHVLUDEOH�WR�UHPRYH�WKH�GLVLQFHQWLYHV�WR�GRPHVWLF�VDYLQJ�DQG
LQYHVWPHQW� WKDW� DULVH� RXW� RI� LQDGHTXDWH� ILQDQFLDO� PDUNHWV� DQG� FRQWLQXLQJ
XQFHUWDLQWLHV�DERXW�WKH�XWLOLW\�RI�OHJDO�JXDUDQWHHV�DJDLQVW�SULYDWH�DQG�SXEOLF
VHFWRU� SUHGDWRU\� EHKDYLRXU�� +RXVHKROGV� FDQ� EH� HQFRXUDJHG� WR� VDYH� E\� D
PRYH� IURP� LQFRPH� WD[� WR� YDOXH� DGGHG� WD[�� E\� LQFHQWLYHV� WR� DFFXPXODWH
LQGLYLGXDO�SHQVLRQ�IXQGV�DQG�E\�LPSURYHG�UHOLDELOLW\�RI�WKH�EDQNLQJ�V\VWHP�
%XVLQHVV� VDYLQJ� FDQ� EH� UDLVHG� WKURXJK� LQVWLWXWLRQDO� LPSURYHPHQWV� SOXV
ORZHU� SURILWV� WD[HV� DQG� ZDJH� ULVHV� WKDW� DUH� PRGHUDWHG� LQ� OLQH� ZLWK
SURGXFWLYLW\��+RZHYHU��WKHVH�GHILFLHQFLHV�VHUYH�WR�VWUHQJWKHQ�WKH�FDVH�PDGH
LQ�WKLV�SDSHU�RI�WKH�QHHG�WR�JR�IXUWKHU�DQG�LQFRUSRUDWH�LQVWLWXWLRQDO�FDSLWDO
PRUH�H[SOLFLWO\�LQWR�WKH�H[WHQGHG�,0)�PRGHO�SUHVHQWHG�KHUH�



��

5()(5(1&(6

$NKDG�� $��� $OLVKHU�� $�� DQG� .DKUDPRQ�� 6�� ������� 
(FRQRPLF� UHIRUP� DQG
LQYHVWPHQW� SULRULWLHV� LQ� WKH� 5HSXEOLF� RI� 8]EHNLVWDQ
�� &RPSDUDWLYH
(FRQRPLF�6WXGLHV�������������

$OPDW\�+HUDOG� ������� 
'R� QRW� DZDLW� JRRG� JUDLQ� KDUYHVW
��$OPDW\�+HUDOG�
-XQH��������S����

$VOXQG��$���%RRQH�� 3�� DQG� -RKQVRQ�� 6�� ������� 
+RZ� WR� VWDELOLVH�� /HVVRQV
IURP�SRVW�&RPPXQLVW�FRXQWULHV
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�
�����������

$XW\��5�0��������� 
1DWXUDO�UHVRXUFHV��WKH�VWDWH�DQG�GHYHORSPHQW�VWUDWHJ\
�
-RXUQDO�RI�,QWHUQDWLRQDO�'HYHORSPHQW������������

$XW\��5�0�� ������� 
5HVRXUFH�DEXQGDQFH�DQG�HFRQRPLF�JURZWK
��5HVHDUFK
IRU�$FWLRQ������818�:,'(5��+HOVLQNL�

$XW\�� 5�0�� �����D�� 
:K\� LV� WKH� GLYHUVLILFDWLRQ� RI� PDQXIDFWXULQJ� QRW
RFFXUULQJ� LQ� $]HUEDLMDQ"
�� 3DSHU� SUHSDUHG� IRU� WKH� (&63(�� :RUOG� %DQN�
:DVKLQJWRQ�'&�

$XW\�� 5�0�� �����E�� 
0LQHUDO� ZHDOWK� DQG� WKH� HFRQRPLF� WUDQVLWLRQ�
.D]DNVWDQ
��5HVRXUFHV�3ROLF\����������������

%HFNHU�� &�0�� DQG� 8U]KXPRYD�� '�6�� ������� 
3HQVLRQ� EXUGHQV� DQG� ODERXU
IRUFH�SDUWLFLSDWLRQ�LQ�.D]DNVWDQ
��:RUOG�'HYHORSPHQW����������������

%HUJ��$���%RUHQV]WHLQ��(���6DKD\��5��DQG�=HWWHOPH\HU��-���)RUWKFRPLQJ��
7KH
HYROXWLRQ�RI�RXWSXW�LQ�WUDQVLWLRQ�HFRQRPLHV��([SODLQLQJ�WKH�GLIIHUHQFH
��,0)
:RUNLQJ�3DSHU���,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'&�

%ODQFKDUG�� 2�� ������� 7KH� (FRQRPLFV� RI� 3RVW�&RPPXQLVW� 7UDQVLWLRQ�
&ODUHQGRQ�3UHVV��2[IRUG�

%3��������%3�6WDWLVWLFDO�5HYLHZ�RI�:RUOG�(QHUJ\�������%3��/RQGRQ�

&DR��<�=���)DQ��*��DQG�:RR��:�7���������
&KLQHVH�HFRQRPLF�UHIRUPV��3DVW
VXFFHVVHV�DQG�IXWXUH�FKDOOHQJHV
��,Q��:RR��:�7���3DUNHU��6��DQG�6DFKV��-�'�
�HGV���(FRQRPLHV� LQ�7UDQVLWLRQ��&RPSDULQJ�$VLD�DQG�(XURSH��0,7�3UHVV�
&DPEULGJH�0$��������

&KULVWRIIHUVRQ�� 3�� DQG� 'R\OH�� 3�� ������� 
)URP� LQIODWLRQ� WR� JURZWK�� (LJKW
\HDUV� RI� LQIODWLRQ
�� ,0)� :RUNLQJ� 3DSHU�� �������� ,QWHUQDWLRQDO� 0RQHWDU\
)XQG��:DVKLQJWRQ�'&�
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'H�%URHFN��0�� DQG�.RVWLDO�� .�� ������� 
2XWSXW� GHFOLQH� LQ� WUDQVLWLRQ�� 7KH
FDVH� RI� .D]DNVWDQ
�� ,0)� :RUNLQJ� 3DSHU�� ������� ,QWHUQDWLRQDO� 0RQHWDU\
)XQG��:DVKLQJWRQ�'&�

'H�0HOR��0��&��'HQ]LHU� DQG�$��*HOE� ������� 
3DWWHUQV� RI� WUDQVLWLRQ� IURP
SODQ�WR�PDUNHW
��:RUOG�%DQN�(FRQRPLF�5HYLHZ��������������

'H�0HOR��0��&��'HQ]LHU��$��*HOE�DQG�6��7HQHY�������� 
&LUFXPVWDQFH�DQG
FKRLFH��7KH�UROH�RI�LQLWLDO�FRQGLWLRQV�DQG�SROLFLHV�LQ�WUDQVLWLRQ�HFRQRPLHV
�
0LPHR��:RUOG�%DQN��:DVKLQJWRQ�'&�

(%5'��������7UDQVLWLRQ�5HSRUW�������(%5'��/RQGRQ�

(%5'��������7UDQVLWLRQ�5HSRUW�������(%5'��/RQGRQ�

(%5'��������7UDQVLWLRQ�5HSRUW�������(%5'��/RQGRQ�

(,8� ������� &RXQWU\� 5HSRUW�� .\UJ\]� 5HSXEOLF�� 7DMLNLVWDQ�� 7XUNPHQLVWDQ
DQG�8]EHNLVWDQ��)RXUWK�4XDUWHU��(FRQRPLVW�,QWHOOLJHQFH�8QLW��/RQGRQ�

)LQDQFLDO�7LPHV��������
.D]DNKVWDQ��$�6XUYH\
��)LQDQFLDO�7LPHV��-XQH����

)LVFKHU�� 6��� 5�� 6DKD\� DQG� &�$�� 9HJK� ������� 
6WDELOL]DWLRQ� DQG� *URZWK� LQ
7UDQVLWLRQ� (FRQRPLHV�� 7KH� HDUO\� H[SHULHQFH
�� -RXUQDO� RI� (FRQRPLF
3HUVSHFWLYHV������������

)U\H���7��DQG�6KOHLIHU��$���������
7KH�LQYLVLEOH�KDQG�DQG�WKH�JUDEELQJ�KDQG
�
$PHULFDQ�(FRQRPLF�$VVRFLDWLRQ��3DSHUV�DQG�3URFHHGLQJV�����������������

*HOE��$�+��DQG�$VVRFLDWHV��������2LO�:LQGIDOOV��%OHVVLQJ�RU�&XUVH"��2[IRUG
8QLYHUVLW\�3UHVV��1HZ�<RUN�

+DPLOWRQ�� .�� ������� 
7KH� VXVWDLQDELOLW\� RI� H[WUDFWLYH� HFRQRPLHV
��:RUNLQJ
3DSHU��:RUOG�%DQN��:DVKLQJWRQ�'&�

+DYU\O\VK\Q�� 2��� ,]YRUVNL�� ,�� DQG� YDQ� 5RRGHQ�� 5�� ������� 
5HFRYHU\� DQG
JURZWK�LQ�WUDQVLWLRQ�HFRQRPLHV��$�VW\OL]HG�UHJUHVVLRQ�DQDO\VLV
��,0)�:RUNLQJ
3DSHU����������,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'&�

,0)�������� 
5HSXEOLF�RI�.D]DNVWDQ��5HFHQW�(FRQRPLF�'HYHORSPHQWV
��,0)
6WDII�&RXQWU\�5HSRUW���������,0)��:DVKLQJWRQ�'&�

,0)�������� 
5HSXEOLF�RI�.D]DNVWDQ��5HFHQW�(FRQRPLF�'HYHORSPHQWV
��,0)
6WDII�&RXQWU\�5HSRUW���������,0)��:DVKLQJWRQ�'&�

-RKQVRQ��6���.DXIPDQ��'��DQG�6KOHLIHU��$���������
7KH�XQRIILFLDO�HFRQRP\
LQ�WUDQVLWLRQ
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�������������

.HQQ\�� &�� ������� 
:K\� DUHQ
W� FRXQWULHV� ULFK"� :HDN� VWDWHV� DQG� EDG
QHLJKERXUKRRGV
��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV������������



��

.RUQHOLD�� .�� DQG� =HWWHOPH\HU�� -�� ������� 
&RPSHWLWLYHQHVV� LQ� WUDQVLWLRQ
HFRQRPLHV��:KDW�VFRSH�IRU�UHDO�DSSUHFLDWLRQ"
��,0)�:RUNLQJ�3DSHU���������
,0)��:DVKLQJWRQ�'&�

/DQH��3�5��DQG�7RUQHOO��$��������� 
3RZHU��JURZWK�DQG�WKH�YRUDFLW\�HIIHFW
�
-RXUQDO�RI�(FRQRPLF�*URZWK������������

/HLWH�&���DQG�-��:HLGPDQQ���������
'RHV�0RWKHU�1DWXUH�&RUUXSW�±�1DWXUDO
5HVRXUFHV�� &RUUXSWLRQ� $QG� (FRQRPLF� *URZWK
�� ,0)� :RUNLQJ� 3DSHU�
�������,0)��:DVKLQJWRQ�'&�

0DXUR�� 3�� ������� 
&RUUXSWLRQ� DQG� JURZWK
�� 7KH� 4XDUWHUO\� -RXUQDO� RI
(FRQRPLFV��������������

0DXUR��3���������
:K\�ZRUU\�DERXW�FRUUXSWLRQ"
��,0)�(FRQRPLF�,VVXHV����
,0)��:DVKLQJWRQ�'&�

0XUSK\��.�-�� �������0DFURSURMHFW� 'HYHORSPHQW� LQ� WKH� 7KLUG�:RUOG�� $Q
$QDO\VLV�RI�7UDQVQDWLRQDO�3DUWQHUVKLSV��:HVWYLHZ�3UHVV��%RXOGHU��&2�

3ODQHFRQ��������
$�VRSKLVWLFDWHG�:D\�WR�0RGHO�(DUQLQJV
��0LPHR��0HULGLDQ
,QWHUQDWLRQDO�&RQIHUHQFH�&HQWUH��:DVKLQJWRQ�'&�

3RLUVRQ��+�� ������� 
(FRQRPLF� VHFXULW\�� SULYDWH� LQYHVWPHQW� DQG� JURZWK� LQ
GHYHORSLQJ� FRXQWULHV
�� ,0)�:RUNLQJ� 3DSHU�� ������ ,QWHUQDWLRQDO�0RQHWDU\
)XQG��:DVKLQJWRQ�'&�

3RPIUHW�� 5�� ������� 
$JUDULDQ� UHIRUP� LQ� 8]EHNLVWDQ��:K\� KDV� WKH� &KLQHVH
PRGHO�IDLOHG�WR�GHOLYHU"
��:RUNLQJ�3DSHU��8QLYHUVLW\�RI�$GHODLGH�

3RPIUHW�� 5�� ������� 
8]EHNLVWDQ�� ,QFRPH� GLVWULEXWLRQ� DQG� VRFLDO� VWUXFWXUH
GXULQJ� WKH� WUDQVLWLRQ
�� SDSHU� SUHVHQWHG� DW�818�:,'(5�SURMHFW�PHHWLQJ� RQ
,QFRPH�'LVWULEXWLRQ�DQG�6RFLDO�6WUXFWXUH�'XULQJ�WKH�7UDQVLWLRQ��������0D\
������+HOVLQNL��)LQODQG�

3RPIUHW�� 5�� DQG� $QGHUVRQ�� .�+�� ������� 
8]EHNLVWDQ�� :HOIDUH� LPSDFW� RI
VORZ� WUDQVLWLRQ
�� 818�:,'(5� :RUNLQJ� 3DSHUV� 1R�� ����� 818�:,'(5�
+HOVLQNL�

5RVHQEHUJ�� &�%�� DQG� 6DDYDODLQHQ�� 7�2�� ������� 
+RZ� WR� GHDO� ZLWK
$]HUEDLMDQ
V� RLO� ERRP"� 3ROLF\� VWUDWHJLHV� LQ� D� UHVRXUFH�ULFK� WUDQVLWLRQ
HFRQRP\
��,0)�:RUNLQJ�3DSHU��������,0)��:DVKLQJWRQ�'&�

6DFKV�� -�'�� DQG� :DUQHU�� $�� ������� 
1DWXUDO� UHVRXUFH� DEXQGDQFH� DQG
HFRQRPLF� JURZWK
�� 1%(5� :RUNLQJ� 3DSHU� ������ 1DWLRQDO� %XUHDX� RI
(FRQRPLF�5HVHDUFK��&DPEULGJH�0$�

6WDWH� 'HSDUWPHQW� ������� 
&DVSLDQ� 5HJLRQ� (QHUJ\� 'HYHORSPHQW� 5HSRUW
�
0LPHR��0HULGLDQ�,QWHUQDWLRQDO�&RQIHUHQFH�&HQWUH��:DVKLQJWRQ�'&�



��

6WLJOLW]�� -�(�� ������� 
:KLWKHU� UHIRUP"� 7HQ� \HDUV� RI� WUDQVLWLRQ
�� 3DSHU
SUHVHQWHG� DW� WKH� $QQXDO� %DQN� &RQIHUHQFH� RQ� 'HYHORSPHQW� (FRQRPLFV�
:RUOG�%DQN��:DVKLQJWRQ�'&�

6\UTXLQ��0�� DQG�&KHQHU\��+�%�� ������� 
3DWWHUQV�RI� GHYHORSPHQW�� ����� WR
����
��:RUOG�%DQN�'LVFXVVLRQ�3DSHU������:RUOG�%DQN��:DVKLQJWRQ�'&�

7DXEH�� *�� DQG� =HWWHOPH\HU�� -�� ������� 
2XWSXW� GHFOLQH� DQG� UHFRYHU\� LQ
8]EHNLVWDQ�� 3DVW� SHUIRUPDQFH� DQG� IXWXUH� SURVSHFWV
�� ,0)�:RUNLQJ� 3DSHU
��������,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'&�

81,'2��������,QGXVWULDO�6XUYH\�������81,'2��9LHQQD�

:RUOG�%DQN��������7KH�(DVW�$VLDQ�0LUDFOH��2[IRUG�8QLYHUVLW\�3UHVV��1HZ
<RUN�

:RUOG� %DQN� ������� .D]DNKVWDQ�� (FRQRPLF� 5HSRUW�� :RUOG� %DQN�
:DVKLQJWRQ�'&�

:RUOG�%DQN��������&RPPRGLW\�0DUNHWV�DQG�WKH�'HYHORSLQJ�&RXQWULHV���
������������:RUOG�%DQN��:DVKLQJWRQ�'&�

:5,� ������� :RUOG� 5HVRXUFHV� ��������� 2[IRUG� 8QLYHUVLW\� 3UHVV�� 1HZ
<RUN�

=HWWHOPH\HU�� -�� ������� 
7KH� 8]EHN� JURZWK� SX]]OH
�� ,0)� :RUNLQJ� 3DSHU
��������,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'&�


