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818� :RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�� ZDV
HVWDEOLVKHG� E\� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� DV� LWV� ILUVW� UHVHDUFK� DQG� WUDLQLQJ
FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL��)LQODQG�LQ�������7KH�SXUSRVH�RI�WKH�,QVWLWXWH�LV
WR�XQGHUWDNH�DSSOLHG� UHVHDUFK�DQG�SROLF\�DQDO\VLV� RQ� VWUXFWXUDO� FKDQJHV�DIIHFWLQJ
WKH�GHYHORSLQJ�DQG�WUDQVLWLRQDO�HFRQRPLHV��WR�SURYLGH�D�IRUXP�IRU�WKH�DGYRFDF\�RI
SROLFLHV� OHDGLQJ� WR� UREXVW�� HTXLWDEOH�DQG� HQYLURQPHQWDOO\� VXVWDLQDEOH�JURZWK�� DQG
WR�SURPRWH�FDSDFLW\�VWUHQJWKHQLQJ�DQG�WUDLQLQJ�LQ�WKH�ILHOG�RI�HFRQRPLF�DQG�VRFLDO
SROLF\�PDNLQJ��,WV�ZRUN�LV�FDUULHG�RXW�E\�VWDII�UHVHDUFKHUV�DQG�YLVLWLQJ�VFKRODUV�LQ
+HOVLQNL�DQG�WKURXJK�QHWZRUNV�RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH
ZRUOG�
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&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�-DQLV�9HKPDDQ�.UHXOD�DW�818�:,'(5
3ULQWHG�DW�3LNDSDLQR�3DDWHODLQHQ�2\��+HOVLQNL�

7KH� YLHZV� H[SUHVVHG� LQ� WKLV� SXEOLFDWLRQ� DUH� WKRVH� RI� WKH� DXWKRU�V��� 3XEOLFDWLRQ� GRHV� QRW
LPSO\� HQGRUVHPHQW� E\� SURJUDPPH�SURMHFW� VSRQVRUV�� WKH� ,QVWLWXWH� RU� WKH� 8QLWHG� 1DWLRQV
8QLYHUVLW\�RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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7DEOH�� .036�DQG�/606�SRYHUW\�OLQHV�±�.\UJ\]VWDQ
������� ��
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,�DP�JUDWHIXO�IRU�WKH�KRVSLWDOLW\�WKDW�818�:,'(5�LQ�+HOVLQNL�H[WHQGHG�WR
PH�GXULQJ�P\�3K�'�� LQWHUQVKLS� LQ�0DUFK�-XQH�������7KH�UHVHDUFK�RQ�WKLV
SDSHU�ZDV�FDUULHG�RXW�DW�818�:,'(5�XQGHU�WKH� 
,QFRPH�GLVWULEXWLRQ�DQG
VRFLDO�VWUXFWXUH�GXULQJ�WKH�WUDQVLWLRQ
�UHVHDUFK�SURMHFW��,�RZH�PDQ\�WKDQNV�WR
VWDII� VHPLQDU� SDUWLFLSDQWV� DW� 818�:,'(5�� +HOVLQNL� DQG� +HULRW�:DWW
8QLYHUVLW\��(GLQEXUJK�DQG�HVSHFLDOO\�WR�9ODGLPLU�0LNKDOHY��0DUN�6FKDIIHU
DQG�&HFLOLD�8JD]��IRU�KHOSIXO�FRPPHQWV�DQG�VXJJHVWLRQV��0DQ\�WKDQNV�DOVR
WR� WKH� 1DWLRQDO� &RPPLWWHH� RQ� 6WDWLVWLFV� RI� WKH� .\UJ\]� 5HSXEOLF�� ZKLFK
NLQGO\�SURYLGHG�WKH������/606�VXUYH\�GDWD�DQG�WR�WKH�3RYHUW\�DQG�+XPDQ
5HVRXUFHV�'LYLVLRQ�RI� WKH�:RUOG�%DQN��ZKLFK�JUDQWHG�DFFHVV� WR� WKH�����
.306� GDWD�� )LQDQFLDO� VXSSRUW� IURP� WKH� 0LQLVWU\� RI� (GXFDWLRQ� LQ
/X[HPERXUJ� �%5)� �������� DQG� D� 818�:,'(5� VWLSHQG� DUH� JUDWHIXOO\
DFNQRZOHGJHG��$OO�UHPDLQLQJ�HUURUV�DUH�P\�RZQ�
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7KH� WUDQVLWLRQ� IURP� SODQ� WR� PDUNHW� KDV� IXQGDPHQWDOO\� WUDQVIRUPHG� WKH
VRFLDO� VWUXFWXUH� LQ� &HQWUDO� DQG� (DVWHUQ� (XURSH� DQG� WKH� )RUPHU� 6RYLHW
8QLRQ��7KH�VPDOO�&HQWUDO�$VLDQ�5HSXEOLF�RI�.\UJ\]VWDQ�H[HPSOLILHV�WKHVH
FKDQJHV�

8VLQJ� GDWD� IURP� QDWLRQDOO\� UHSUHVHQWDWLYH� OLYLQJ� VWDQGDUGV� PHDVXUHPHQW
VXUYH\V� LQ������DQG�������FKDQJHV� LQ�ZHOIDUH�DQG�WKH�VRFLDO�VWUXFWXUH�DUH
DQDO\VHG��7KH�UHVXOWV�VXJJHVW�WKDW�SRYHUW\�DQG�LQHTXDOLW\�IHOO�EHWZHHQ�����
DQG� ������ 5HDO� ZHOIDUH� LPSURYHPHQWV� ZHUH� UHFRUGHG� IRU� WKH� SRRUHVW
KRXVHKROGV� DQG� IRU� WKH� ULFKHVW� ILYH� SHU� FHQW�� 'HVSLWH� WKHVH� VXFFHVVHV�
PDVVLYH�LQHTXDOLWLHV�SHUVLVW�

5HJLRQ� DQG� WKH� SUHVHQFH� RI� GHSHQGDQW� KRXVHKROG�PHPEHUV� DUH� LPSRUWDQW
FRUUHODWHV�RI�ZHOIDUH�DQG�VRFLDO�FODVV�IRUPDWLRQ��+LJK�OHYHOV�RI�ZHOIDUH� LQ
����� DUH� UHODWHG� WR� HQWUHSUHQHXULDO� DQG� FDSLWDO� UHQWDO� DFWLYLWLHV�� 7KHUH� LV
WHQWDWLYH� HYLGHQFH� WR� VXSSRUW� WKH� K\SRWKHVLV� WKDW� WKH� IDFWRU� PDUNHWV
LQFUHDVLQJO\�GHWHUPLQH�VRFLDO�VWUXFWXUH�

.H\ZRUGV��.\UJ\]VWDQ�� HFRQRPLF� DQG� VRFLDO� FKDQJH�� LQHTXDOLW\�� SRYHUW\�
VRFLDO�FODVV
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7KH�HFRQRPLF�WUDQVLWLRQ�LQ�&HQWUDO�DQG�(DVWHUQ�(XURSH�DQG�WKH�VWDWHV�RI�WKH
)RUPHU� 6RYLHW� 8QLRQ� �)68�� KDV� EHHQ� DFFRPSDQLHG� E\� PDVVLYH� VRFLDO
FKDQJHV���7KHUH�LV�ZLGHVSUHDG�DJUHHPHQW�DPRQJ�VWXGHQWV�RI�WKH�WUDQVLWLRQ
IURP� SODQ� WR� PDUNHW� WKDW� WKH� SURFHVV� KDV� OHG� WR� D� ZLGHQLQJ� RI� WKH
GLVWULEXWLRQ�RI�LQFRPHV�DQG�ZHDOWK�DQG�DQ�LQFUHDVH�LQ�UHODWLYH�DQG�DEVROXWH
SRYHUW\��7KHUH�LV�OHVV�DJUHHPHQW��KRZHYHU��ZLWK�UHVSHFW�WR�WKH�PDJQLWXGH�RI
WKHVH� FKDQJHV�� WKHLU� FDXVHV� DQG� ZKHWKHU� WKH\� FRQVWLWXWH� D� WUDQVLWRU\� RU� D
SHUPDQHQW�SKHQRPHQRQ�

7KH� HDUO\� OLWHUDWXUH� RQ� WKH� ZHOIDUH� FRVWV� RI� WUDQVLWLRQ� HPSKDVL]HG� WKH
WHPSRUDU\�QDWXUH�RI�ZHOIDUH�ORVVHV�WKURXJKRXW�WKH�WUDQVLWLRQ�HFRQRPLHV�DQG
FRQWUDVWHG�PHDVXUHG�DQG�DFWXDO�ZHOIDUH�ORVVHV��3ULFH�OLEHUDOL]DWLRQ�UHVXOWHG
LQ�D�RQFH�DQG�IRU�DOO�LQFUHDVH�LQ�SULFH�OHYHOV�DQG�D�VLJQLILFDQW�UHGXFWLRQ�LQ
UHDO� LQFRPHV�� $V� WKH� ULJLGLWLHV� RI� WKH� FHQWUDOO\� SODQQHG� HFRQRP\� ZHUH
UHPRYHG��JURZWK�ZDV�H[SHFWHG�WR�UHVXPH�DQG�UHDO�LQFRPHV�ZRXOG�TXLFNO\
UHFRYHU�� 7KH� PHDVXUHG� LQLWLDO� ZHOIDUH� FRVWV� ZRXOG� RYHUVWDWH� WKH� DFWXDO
ZHOIDUH�FRVWV�DV�WKH�SHUYDVLYH�VKRUWDJH�GHIRUPDWLRQ�RI�WKH�FHQWUDOO\�SODQQHG
HFRQRP\�ZRXOG�GLVDSSHDU��7KH�XELTXLWRXV�TXHXHV�IRU�JRRGV�ZRXOG�YDQLVK�
VHDUFK� DQG� KRDUGLQJ� FRVWV� ZRXOG� GHFUHDVH� DQG� SURGXFW� TXDOLW\� DQG
FRQVXPHU�FKRLFH�ZRXOG�LQFUHDVH��VHH�H�J���/LSWRQ�DQG�6DFKV�������5REHUWV
�������,Q�WKH�PHGLXP��DQG�ORQJ�UXQ�SRSXODWLRQV�ZRXOG�SURVSHU��7KH�VRFLDO
VWUXFWXUH� ZRXOG� EH� WUDQVIRUPHG� DV� ROG� SULYLOHJHV� ZRXOG� EH� UHPRYHG� DQG
VNLOOV��KXPDQ�FDSLWDO�DQG�HQWUHSUHQHXULDO�VSLULW�ZRXOG�EH�MXVWO\�UHZDUGHG�

7KH� UHDOLW\� LQ� WKH� PDMRULW\� RI� WUDQVLWLRQ� HFRQRPLHV� WXUQHG� RXW� UDWKHU
GLIIHUHQW�� 7KH� WUDQVLWLRQDO� UHFHVVLRQ� ZDV� JHQHUDOO\� PRUH� SURORQJHG� DQG
GHHSHU� WKDQ� H[SHFWHG�� 5HDO� LQFRPH� OHYHOV� LQ� &HQWUDO� (XURSH� UDSLGO\
UHFRYHUHG� DQG�QRZ�JHQHUDOO\� H[FHHG� WKHLU� SUH�WUDQVLWLRQ� OHYHOV��+RZHYHU�
UHDO�LQFRPHV�WKURXJKRXW�WKH�)68�FRQWLQXH�WR�ODJ�EHKLQG�WKHLU�SUH�WUDQVLWLRQ
OHYHOV�DQG�HFRQRPLF�JURZWK�KDV�\HW�WR�UHVXPH�LQ�D�QXPEHU�RI�FRXQWULHV��,Q
WKH� )68� WKH� HPHUJHQFH� RI� ZLGHVSUHDG� XQHPSOR\PHQW� DQG
XQGHUHPSOR\PHQW�� WKH� VSUHDG� RI� ZDJH� DQG� SHQVLRQ� DUUHDUV� DQG� WKH
JHQHUDOL]HG�LQDELOLW\�RI�WKH�VRFLDO�VDIHW\�QHW�WR�FRSH�ZLWK�WKH�QHZ�GHPDQGV
RQ� WKH� V\VWHP� UHVXOWHG� LQ� WKH� LPSRYHULVKPHQW� RI� ODUJH� VZDWKHV� RI� WKH
SRSXODWLRQ� DQG� DQ� XQSUHFHGHQWHG� ZLGHQLQJ� RI� WKH� LQFRPH� DQG� ZHDOWK

������������������������������������������
� &KDQJHV�LQ�SRYHUW\�DQG�WKH�GLVWULEXWLRQ�RI�LQFRPHV�DUH�ZHOO�GRFXPHQWHG��6HH�IRU
H[DPSOH�(%5'��������DQG�0LODQRYLF��������IRU�WZR�UHFHQW�FRQWULEXWLRQV�WR�WKH�GHEDWH�



GLVWULEXWLRQ�� 7KH� VRFLDO� VWUXFWXUH� ZDV� IXQGDPHQWDOO\� WUDQVIRUPHG�� 0DQ\
SUHYLRXVO\�VHFXUH�DQG�PLGGOH�FODVV�KRXVHKROGV�ORVW�WKHLU�ZHDOWK�DQG�VRFLDO
VWDWXV�ZKLOH� DW� WKH� WRS� RI� WKH� GLVWULEXWLRQ� 
SROLWLFDO
� FDSLWDO� ZDV� JHQHUDOO\
VXFFHVVIXOO\� WUDQVIRUPHG� LQWR� 
HFRQRPLF� FDSLWDO
� ZKLOH� XSZDUGO\� PRELOH
VNLOOHG� DQG� HGXFDWHG� HQWUHSUHQHXUV� HQFRXQWHUHG� PDQ\� REVWDFOHV� RQ� WKHLU
ZD\�WR�WKH�KLJKHU�HFKHORQV�RI�WKH�VRFLDO�VWUXFWXUH�

,Q� WKLV� SDSHU�� WKH� HFRQRPLF� DQG� VRFLDO� WUDQVIRUPDWLRQ� LQ� WKH� .\UJ\]
5HSXEOLF� LV�DQDO\VHG�DQG�GLVFXVVHG��7KH�VPDOO�&HQWUDO�$VLDQ�5HSXEOLF�RI
.\UJ\]VWDQ�EHFDPH�LQGHSHQGHQW�LQ������DQG�HPEDUNHG�RQ�D�SURJUDPPH�RI
UDGLFDO� WUDQVIRUPDWLRQ� DQG� PRGHUQL]DWLRQ� RI� LWV� HFRQRP\�� .\UJ\]VWDQ
UDSLGO\�DFTXLUHG�WKH�UHSXWDWLRQ�RI�DQ�HDJHU�DQG�FRQVLVWHQW�UHIRUPHU�ZLWK�WKH
LQWHUQDWLRQDO� FRPPXQLW\�� %\� WKH�PLG�����V� WKH� FRXQWU\
V� 
VKRFN� WKHUDS\

VWDUWHG� WR� SURGXFH� UHVXOWV� DQG� HFRQRPLF� JURZWK� UHERXQGHG� VWURQJO\
�DOWKRXJK� .\UJ\]VWDQ� ZDV� DGYHUVHO\� DIIHFWHG� E\� WKH� WXUPRLO� WKDW� KLW� WKH
5XVVLDQ�HFRQRP\�LQ�WKH�VXPPHU�RI�������

:KLOH�WKH�IDFWV�DERXW�WKH�VXFFHVVIXO�WUDQVIRUPDWLRQ�RI�WKH�.\UJ\]�HFRQRP\
LQWR�D�PDUNHW�HFRQRP\�DUH�ZHOO�NQRZQ�� WKH�DFFRPSDQ\LQJ�VRFLDO�FKDQJHV
DUH� DOVR�ZHOO�GRFXPHQWHG��%HWZHHQ������ DQG������� WKH�.\UJ\]�1DWLRQDO
&RPPLWWHH� RQ� 6WDWLVWLFV�ZLWK� WKH� VXSSRUW� RI� WKH�:RUOG�%DQN�� FDUULHG� RXW
ILYH� VXUYH\V� RI� OLYLQJ� VWDQGDUGV� DQG� HFRQRPLF� FRQGLWLRQV� LQ� .\UJ\]VWDQ�
)RU� WKH� SXUSRVHV� RI� WKLV� SDSHU�� GDWD� IURP� WKH� ����� .\UJ\]VWDQ
0XOWLSXUSRVH�3RYHUW\�6XUYH\�DQG�WKH������/LYLQJ�6WDQGDUGV�0HDVXUHPHQW
6XUYH\�DUH�XVHG��

$V� SRYHUW\� LQ�.\UJ\]VWDQ�ZDV� UHSRUWHG� WR� KDYH� VRDUHG� WR� XQSUHFHGHQWHG
OHYHOV�����WR����SHU�FHQW�RI�WKH�SRSXODWLRQ���WKLV�DUHD�KDV�UHFHLYHG�PRVW�RI
WKH�DWWHQWLRQ�LQ�WKH�DSSOLHG�UHVHDUFK�RQ�VRFLDO�FKDQJHV�LQ�.\UJ\]VWDQ�GXULQJ
WKH�WUDQVLWLRQ�

:RUOG� %DQN� �������� $FNODQG� DQG� )DONLQJKDP� ������� DQG� *URRWDHUW� DQG
%UDLWKZDLWH��������SURYLGH�DQDO\VHV�RI�SRYHUW\�DQG�RI�LWV�FRUUHODWHV�GXULQJ
WKH�HDUO\�VWDJHV�RI�WUDQVLWLRQ��XVLQJ�WKH������GDWD��7KHLU�UHVXOWV�VXJJHVW�WKDW

������������������������������������������
� 7KH� GDWD� XVHG� LQ� WKLV� SDSHU� DUH� IURP� WKH� ����� .\UJ\]VWDQ� 0XOWLSXUSRVH� 3RYHUW\
6WXG\� �.036�� DQG� WKH� ����� .\UJ\]VWDQ� /LYLQJ� 6WDQGDUGV� 0HDVXUHPHQW� 6XUYH\
�/606��� 7KH� ����� .036� GDWD� ZDV� REWDLQHG� FRXUWHV\� RI� WKH� 3RYHUW\� DQG� +XPDQ
5HVRXUFHV� 'LYLVLRQ� RI� WKH�:RUOG� %DQN� DQG� WKH� ����� /606�ZHUH� REWDLQHG� IURP� WKH
3RSXODWLRQ�/LYLQJ�6WDQGDUGV�6WDWLVWLFV�DQG�/DERU�0DUNHW�'HSDUWPHQWV�RI� WKH�1DWLRQDO
6WDWLVWLFV�&RPPLWWHH�RI�WKH�.\UJ\]�5HSXEOLF�



JHRJUDSKLFDO� IDFWRUV� DUH� LPSRUWDQW� FRUUHODWHV� RI� SRYHUW\� LQ� .\UJ\]VWDQ�
UXUDO�KRXVHKROGV�DQG�KRXVHKROGV�LQ�WKH�VRXWKHUQ�SDUW�RI�.\UJ\]VWDQ�H[KLELW
D� KLJK� LQFLGHQFH� RI� SRYHUW\�� KRXVHKROGV� LQ� WKH� FDSLWDO� %LVKNHN� LQFXU� WKH
ORZHVW� SRYHUW\� ULVN�� 7KH� SUREDELOLW\� RI� EHLQJ� SRRU� LQFUHDVHV� IRU� ODUJH
KRXVHKROGV�� +XPDQ� FDSLWDO� HIIHFWV� ±� DJH�� HGXFDWLRQ� DQG� JHQGHU� ±� DUH
W\SLFDOO\� SRRU� SUHGLFWRUV� RI� SRYHUW\� VWDWXV��+RXVHKROGV�ZLWK� D� KRXVHKROG
KHDG�ZKR� LV� HPSOR\HG� DUH� OHVV� OLNHO\� WR� EH� SRRU� WKDQ� KRXVHKROGV�ZLWK� D
KHDG� ZKR� LV� QRW� HPSOR\HG�� +RZHYHU�� WKHUH� DUH� QR� VLJQLILFDQW
XQHPSOR\PHQW�RU�SHQVLRQHU�EHQHILWV�

$QGHUVRQ�DQG�3RPIUHW��������H[SUHVV�WKHLU�GLVFRPIRUW�RI�XVLQJ�DQ�DEVROXWH
SRYHUW\� OLQH� WR� GHWHUPLQH� SRYHUW\� VWDWXV�� JLYHQ� WKDW� WKH� UHVXOWLQJ� SRYHUW\
OHYHOV�DUH�H[WUHPHO\�KLJK��VXJJHVWLQJ�WKDW�PRVW�VHJPHQWV�RI�WKH�LQFRPH�RU
H[SHQGLWXUH�GLVWULEXWLRQ�DUH�RI� LQWHUHVW��)RU� WKLV� UHDVRQ�� WKH\�DGYRFDWH� WKH
XVH� RI� TXDQWLOH� UHJUHVVLRQ� LQ� RUGHU� WR� LGHQWLI\� WKH� FKDUDFWHULVWLFV� RI
KRXVHKROGV� DW� WKH� ERWWRP� RI� WKH� H[SHQGLWXUH� GLVWULEXWLRQ�� 8VLQJ� GDWD� IRU
�����DQG�������WKH\�FRQILUP�WKDW�UHJLRQ�DQG�KRXVHKROG�VL]H�DUH�LPSRUWDQW
FRUUHODWHV� RI� ORZ� H[SHQGLWXUH�� ,Q� DGGLWLRQ�� WKH\� VKRZ� WKDW� UHWXUQV� WR
HGXFDWLRQ�LQFUHDVHG�GXULQJ�WKH�WUDQVLWLRQ�

,Q�WKLV�SDSHU��WKH�DYDLODEOH�HYLGHQFH�DERXW�FKDQJHV�LQ�OLYLQJ�VWDQGDUGV�DQG
VRFLDO� VWUXFWXUH� LQ� .\UJ\]VWDQ� GXULQJ� WKH� WUDQVLWLRQ� LV� UH�H[DPLQHG� XVLQJ
QHZ�GDWD�IURP�WKH������/LYLQJ�6WDQGDUGV�0HDVXUHPHQW�6XUYH\��DORQJ�ZLWK
WKH������GDWD�ZKLFK�VHUYHV�DV�D�SRLQW�RI�UHIHUHQFH��,QWHUWHPSRUDO�FKDQJHV
LQ� SRYHUW\� DQG� LQHTXDOLW\� DUH� DQDO\VHG� EXW� WKH� IRFXV� RI� WKH� DQDO\VLV� WKHQ
VKLIWV� WR� WKH� VWXG\� RI� IXQGDPHQWDO� VRFLDO� FKDQJH�� WDNLQJ� LQWR� DFFRXQW
FKDQJHV� RFFXUULQJ� DW� DOO� OHYHOV� RI� WKH�ZHOIDUH� GLVWULEXWLRQ�� )ROORZLQJ� WKH
ZRUN�GRQH�E\�*URRWDHUW�DQG�%UDLWKZDLWH��������DQG�$QGHUVRQ�DQG�3RPIUHW
��������D�OLQHDU�ZHOIDUH�HTXDWLRQ�LV�HVWLPDWHG�XVLQJ�TXDQWLOH�UHJUHVVLRQV�LQ
RUGHU�WR�LGHQWLI\�WKH�FRUUHODWHV�RI�VRFLDO�VWDWXV�RU�VRFLDO�FODVV�

7KH�SDSHU�SURFHHGV�DV�IROORZV��,Q�VHFWLRQ����WKH�FRPSUHKHQVLYH�HFRQRPLF
FKDQJHV�WKDW�KDYH�WDNHQ�SODFH�LQ�WKH�.\UJ\]�HFRQRP\�GXULQJ�WKH�WUDQVLWLRQ
DUH� LOOXVWUDWHG��6HFWLRQ���SURYLGHV� D�GLVFXVVLRQ�RI� WKH� LQWHUDFWLRQ�EHWZHHQ
WKHVH� UDGLFDO� FKDQJHV� WR� WKH� HFRQRP\�DQG� WKH� VRFLDO� VSKHUH�� ,Q� VHFWLRQ���
WKH�GDWD�LV�GHVFULEHG�DQG�D�GHWDLOHG�GLVFXVVLRQ�RI�WKH�VXEVHTXHQW�VWDWLVWLFDO
DQDO\VLV�LV�SXW�IRUZDUG��6HFWLRQV���DQG���SURYLGH�DQ�DVVHVVPHQW�RI�FKDQJHV
LQ�SRYHUW\�DQG�LQHTXDOLW\�UHVSHFWLYHO\�GXULQJ�WKH�SHULRG����������,Q�VHFWLRQ
�� WKH� GDWD� LV� VXPPDUL]HG� DQG� D� SUHOLPLQDU\� DQDO\VLV� RI� VRFLDO� FKDQJH� LV
FDUULHG�RXW�LQ�D�XQLYDULDWH�FRQWH[W��6HFWLRQ���SURFHHGV�ZLWK�WKH�PXOWLYDULDWH
DQDO\VLV�RI�VRFLDO�FKDQJH�DQG�SUHVHQWV�UHVXOWV�RI�WKH�HVWLPDWLRQ�E\�RUGLQDU\



OHDVW�VTXDUHV�DQG�TXDQWLOH�UHJUHVVLRQ�RI�WZR�VHSDUDWH�ZHOIDUH�HTXDWLRQV�IRU
.\UJ\]VWDQ�LQ������DQG�������)LQDOO\��VHFWLRQ���FRQFOXGHV�

�� )81'$0(17$/�(&2120,&�&+$1*(�«

7KH�5HSXEOLF�RI�.\UJ\]VWDQ�JDLQHG�LQGHSHQGHQFH�IURP�WKH�6RYLHW�8QLRQ�LQ
����� DQG� UDSLGO\� DFTXLUHG� D� UHSXWDWLRQ� RI� DQ� DYLG� UHIRUPHU�� 5HIRUPV
HQDFWHG�VKRUWO\�DIWHU�LQGHSHQGHQFH�DQG�VWUXFWXUDO�DQG�LQVWLWXWLRQDO�UHIRUPV
LPSOHPHQWHG�VLQFH������DV�SDUW�RI�DQ�,0)�EDFNHG�VWDELOL]DWLRQ�SURJUDPPH
ZRXOG�WUDQVIRUP�WKH�IDFH�RI�WKH�.\UJ\]�HFRQRP\�IRUHYHU�

7KH�PDMRULW\�RI�SULFHV�ZHUH�OLEHUDOL]HG�LQ�WKH�EHJLQQLQJ�RI�������UHVXOWLQJ
LQ�D�ERXW�RI�FRUUHFWLYH� LQIODWLRQ� �VHH�7DEOH�����)XUWKHUPRUH�� H[SRUW�GXWLHV
ZHUH�UHPRYHG��LPSRUW�WDULIIV�ZHUH�VXEVWDQWLDOO\�UHGXFHG�DQG�WKH�PDMRULW\�RI
FRQWUROV�RQ�FDSLWDO�PRYHPHQWV� HOLPLQDWHG��$�FRPSUHKHQVLYH�SULYDWL]DWLRQ
SURJUDPPH�ZDV� DQQRXQFHG� LQ� ODWH� ������.\UJ\]VWDQ� LQWURGXFHG� KHU� RZQ
FXUUHQF\� ±� WKH� VRP� ±� LQ� ������ 7KH� HDUO\� UHIRUP� PHDVXUHV� LQLWLDOO\� KDG
GHYDVWDWLQJ� FRQVHTXHQFHV� IRU� WKH� HFRQRP\�� ,QWURGXFWLRQ� RI� WKH� VRP
LPSHGHG� WUDGH�ZLWK� WKH� WUDGLWLRQDO� WUDGH� SDUWQHUV� 5XVVLD�� .D]DNKVWDQ� DQG
8]EHNLVWDQ�� ZKR� GHPDQGHG� SD\PHQW� LV� KDUG� FXUUHQF\� ZKLFK� .\UJ\]VWDQ
ODFNHG��$ED]RY�������������6HSDUDWLRQ�IURP�WKH�6RYLHW�8QLRQ�DOVR�PHDQW
WKDW�.\UJ\]VWDQ�ZRXOG� QR� ORQJHU� EHQHILW� IURP� WUDQVIHUV� IURP� WKH� IHGHUDO
EXGJHW��RQ�ZKLFK�WKH�FRXQWU\�KDG�SUHYLRXVO\�EHHQ�KHDYLO\�GHSHQGHQW�

&RQVHTXHQWO\�� .\UJ\]VWDQ� H[SHULHQFHG� D� SHULRG� RI� XQSUHFHGHQWHG
HFRQRPLF� WXUPRLO� �VHH�7DEOH�����*URVV�'RPHVWLF�3URGXFW� �*'3��GHFOLQHG
VKDUSO\�� WKH� HFRQRP\� VKULQNLQJ� E\� RYHU� ��� SHU� FHQW� EHWZHHQ� ����� DQG
������ ,QIODWLRQ�� ZKLFK� KDG� DFFHOHUDWHG� DV� D� UHVXOW� RI� WKH� ODUJH�VFDOH
OLEHUDOL]DWLRQ�RI�SULFHV�LQ�������UHPDLQHG�KLJK�WKHUHDIWHU��&RQVXPHU�SULFHV
LQFUHDVHG�E\�����SHU�FHQW�LQ�����������SHU�FHQW�LQ������DQG�����SHU�FHQW�LQ
������EHIRUH�UHDFKLQJ�GRXEOH�GLJLW�ILJXUHV�LQ������

8QHPSOR\PHQW��KLWKHUWR�DQ�XQNQRZQ�ODERXU�IRUFH�VWDWXV��LQFUHDVHG�UDSLGO\�
7KH� 
RIILFLDO
� XQHPSOR\PHQW� UDWH� LQFUHDVHG� IURP� ]HUR� LQ� ����� WR� ���� SHU
FHQW� LQ� ����� ����� SHU� FHQW� LQ� ������ EXW� DFWXDO� XQHPSOR\PHQW� DQG
XQGHUHPSOR\PHQW�DUH�PXFK�KLJKHU��7KH�:RUOG�%DQN�HVWLPDWHV��,0)������
����WKDW�LQ������WKH�XQHPSOR\PHQW�UDWH�LQ�.\UJ\]VWDQ�ZDV����SHU�FHQW� LQ
UXUDO�DUHDV�DQG����SHU�FHQW�LQ�XUEDQ�DUHDV�



TABLE 1
BASIC MACRO-ECONOMIC DATA – KYRGYZSTAN 1990-97

1990 1991 1992 1993 1994 1995 1996 1997

population (in millions) 4.4 4.4 4.5 4.5 4.5 4.5 4.6 4.6

GDP at constant prices (in per cent) 3.0 -5.0 -19.0 -16.0 -20.0 -5.4 7.1 10.4

GPD (1990=100) 100.0 95.0 77.0 64.6 51.7 48.9 52.4 57.8

GDP per capita in US dollars n.a. n.a. n.a. 195.1 245.0 331.3 379.2 366.0

industrial gross output (in per cent) -0.6 -0.3 -26.4 -25.3 -27.9 -12.5 3.9 20.0

agricultural gross output (in per cent) 1.3 -10.0 -5.0 -10.0 -15.0 4.0 13.0 n.a.

share of industry in GDP (in per cent) 26.0 27.5 32.1 25.1 20.5 12.0 11.9 15.5

share of agriculture in GDP (in per cent) 32.0 35.3 37.3 39.0 38.3 40.6 46.6 43.4

employment share of industry (in per cent) 19.1 18.2 16.3 16.1 14.7 14.6 11.1 10.2

employment share of agriculture (in per cent) 32.7 35.5 38.2 39.0 42.0 42.0 46.8 48.0

unemployment rate n.a. 0.0 0.1 0.2 0.7 3.0 4.5 3.2

consumer prices (annual average) n.a. 85.0 855.0 772.4 228.7 52.5 30.4 25.5

Source: EBRD (1999), IMF (1999).





7KH� H[LVWHQFH� RI� ZLGHVSUHDG� XQHPSOR\PHQW� DQG� XQGHUHPSOR\PHQW� DQG
SHUYDVLYH�ZDJH�DQG�SHQVLRQ�DUUHDUV�SURYLGH�IHUWLOH�EUHHGLQJ�JURXQG�IRU�WKH

LQIRUPDOL]DWLRQ
� RI� WKH� HFRQRP\�� ,W� LV� HVWLPDWHG� �,0)� ������ ���� WKDW
DSSUR[LPDWHO\� �� PLOOLRQ� ZRUNHUV� ±� RYHU� KDOI� RI� WKH� HFRQRPLFDOO\� DFWLYH
SRSXODWLRQ�±�DUH�ZRUNLQJ�LQ�WKH�LQIRUPDO�HFRQRP\��DV�DJULFXOWXUDO�ZRUNHUV�
VXEVLVWHQFH�IDUPHUV�RU�LQ�WKH�LQIRUPDO�SULYDWH�VHFWRU�

7KH� RYHUDOO� GHWHULRUDWLRQ� LQ� WKH� HFRQRPLF� SHUIRUPDQFH� KDV� EHHQ
DFFRPSDQLHG� E\� D� ODUJH�VFDOH� UHDOORFDWLRQ� RI� UHVRXUFHV�� 5HVRXUFHV� KDYH
EHHQ�VKLIWHG�DZD\�IURP�WKH�LQGXVWULDO�VHFWRU�DQG�LQWR�DJULFXOWXUH��,QGXVWULDO
RXWSXW� IHOO� E\� WZR�WKLUGV� EHWZHHQ� ����� DQG� ����� DQG� LQGXVWU\
V� VKDUH� RI
WRWDO� HPSOR\PHQW� IHOO� IURP����SHU�FHQW� LQ������ WR������SHU� FHQW� LQ������
7KH�DJULFXOWXUH�VHFWRU�DFWV�DV�D�EXIIHU��DEVRUELQJ�D�ORW�RI�WKH�H[FHVV�ODERXU�
$V�D�UHVXOW��HPSOR\PHQW�LQ�DJULFXOWXUH�KDV�LQFUHDVHG�ERWK�DV�D�VKDUH�RI�WRWDO
HPSOR\PHQW� DQG� LQ� OHYHOV�� ,Q� ������ WKH� DJULFXOWXUH� VHFWRU� DFFRXQWHG� IRU
�����SHU�FHQW�RI�WRWDO�HPSOR\PHQW��%\�������LWV�VKDUH�KDV�JRQH�XS�WR����SHU
FHQW��DQG�RYHU���������SHUVRQV�DUH�HPSOR\HG�LQ�DJULFXOWXUH��SURGXFLQJ���
SHU�FHQW�RI�*'3�

.\UJ\]VWDQ
V� VKRFN� WKHUDS\� VWDUWHG� SURGXFLQJ� WDQJLEOH� UHVXOWV� E\� �����
*'3�VWDUWHG�UHFRYHULQJ�DQG�WKH�HFRQRP\�JUHZ�E\�����SHU�FHQW�LQ������DQG
�����SHU�FHQW�LQ�������PDLQO\�DV�D�UHVXOW�RI�VWURQJ�JURZWK�LQ�WKH�DJULFXOWXUDO
VHFWRU�DQG�WKH�VWDUW�XS�RI�WKH�&DQDGLDQ�.\UJ\]�MRLQW�YHQWXUH�DW�WKH�.XPWRU
JROG�PLQH��,0)����������

$FFRUGLQJ� WR� RIILFLDO� VWDWLVWLFV� ������ HQWHUSULVHV�ZHUH� SULYDWL]HG� EHWZHHQ
�����DQG�������$ED]RY������������DQG�WKH�SULYDWH�VHFWRU�DFFRXQWHG�IRU���
SHU� FHQW� RI� *'3� LQ� ����� �,0)� ������ ���� )RUPHUO\� VWDWH�UXQ� FROOHFWLYH
IDUPV�ZHUH�UHWXUQHG�LQWR�SULYDWH�KDQGV�DQG�SULYDWL]DWLRQ�RI�KRXVLQJ�PHDQW
WKDW�WKH�RYHUZKHOPLQJ�PDMRULW\�RI�.\UJ\]�EHFDPH�KRPHRZQHUV�

:LWKLQ�D�IDLUO\�OLPLWHG�VSDFH�RI�WLPH��WKH�.\UJ\]�JRYHUQPHQW�KDG�FUHDWHG�D
OHJLVODWLYH� IUDPHZRUN� WKDW� ZRXOG� SURYLGH� WKH� SLOODU� RI� D� VWDEOH� DQG
IXQFWLRQLQJ�PDUNHW�HFRQRP\�

�� «�$1'�)81'$0(17$/�62&,$/�&+$1*(

7KH�HFRQRPLF�WUDQVLWLRQ�KDV�VKDNHQ�WKH�IRXQGDWLRQV�RI�.\UJ\]�VRFLHW\��2XW
RI� WKH� WUDQVLWLRQDO� UHFHVVLRQ� DQG� K\SHULQIODWLRQ� HPHUJHG� WKH� PDVV
LPSRYHULVKPHQW�RI�WKH�SRSXODWLRQ��:KLOH�K\SHULQIODWLRQ�ZLSHG�RXW�WKH�UHDO



YDOXH� RI� KRXVHKROG� VDYLQJV� DQG� VHQW� UHDO� LQFRPHV� WXPEOLQJ�� EXGJHWDU\
VWULQJHQF\� UHTXLUHPHQWV� KDPSHUHG� WKH� LQWURGXFWLRQ� RI� D� FRPSUHKHQVLYH
VRFLDO� VDIHW\� QHW� WR� SURWHFW� WKH� XQHPSOR\HG� DQG� RWKHU� YXOQHUDEOH� JURXSV�
)ROORZLQJ�,0)������������� WKH�SURSRUWLRQ�RI�KRXVHKROGV�OLYLQJ�LQ�SRYHUW\
LQFUHDVHG�IURP����SHU�FHQW�LQ������WR����SHU�FHQW�LQ������

7KH� SULYDWL]DWLRQ� RI� HQWHUSULVHV�� IDUPV� DQG� KRXVLQJ� HQWDLOHG� D� PDVVLYH
WUDQVIHU� RI� DVVHWV� DQG� FDSLWDO� LQFRPHV�� ZLWK� IDU�UHDFKLQJ� GLVWULEXWLRQDO
LPSOLFDWLRQV��7KH�SULYDWL]DWLRQ�RI�HQWHUSULVHV�IROORZHG�WKH�5XVVLDQ�PRGHO�
ZLWK� YRXFKHUV� EHLQJ� GLVWULEXWHG� WR� .\UJ\]� FLWL]HQV� LQ� DQ� HIIRUW� WR
SRSXODUL]H� KROGLQJV� RI� RZQHUVKLS� WLWOHV��ZLWK� WKH� EHQHILWV� RI� SULYDWL]DWLRQ
DFFUXLQJ� WR� WKH�HQWLUH�SRSXODWLRQ��7KH�DFWXDO�RXWFRPH�RI� WKH�SULYDWL]DWLRQ
SURFHVV� SURYHG� YHU\� GLIIHUHQW�� KRZHYHU�� ZLWK� WKH� PDMRULW\� RI� RZQHUVKLS
WLWOHV� UHWXUQLQJ� WR� FRPSDQ\� GLUHFWRUV� DQG� PDQDJHUV�� 7KH� RXWFRPH� RI� WKH
SULYDWL]DWLRQ�SURFHVV�ZDV� WR� KLJKO\� VNHZ� WKH� GLVWULEXWLRQ� RI� SURSHUW\� DQG
ZHDOWK� LQ� IDYRXU� RI� D� VPDOO� JURXS� ±� �� WR� �� SHU� FHQW� RI� WKH� SRSXODWLRQ
�5XPHU�������±�DQG�KDG�EHFRPH�DQ�LPSRUWDQW�FRQWULEXWRU�WR�WKH�QHZ�VRFLDO
LQHTXDOLWLHV��,QHTXDOLW\��ZKLFK�SULRU�WR�WKH�WUDQVLWLRQ�DSSHDUHG�WR�EH�RQ�D�SDU
ZLWK�OHYHOV�SUHYDLOLQJ�LQ�ZHVWHUQ�PDUNHW�HFRQRPLHV��VRDUHG�HDUO\�RQ�LQ�WKH
WUDQVLWLRQ� SURFHVV� DQG� WKHQ� VWDUWHG� FRPLQJ� GRZQ� IURP� WKHLU� YHU\� KLJK
OHYHOV�� ,0)� ������� ���� UHSRUWV� WKDW� WKH� *LQL� FRHIILFLHQW� RI� KRXVHKROG
H[SHQGLWXUH� IHOO� IURP� ����� WR� ����� EHWZHHQ� ����� DQG� ����� DQG� WKH� *LQL
FRHIILFLHQW�IRU�KRXVHKROG�LQFRPH�GHFUHDVHG�IURP������WR������

7KH�HFRQRPLF�WXUPRLO�LQ�.\UJ\]VWDQ�WULJJHUHG�VRFLDO�FKDQJHV�DW�DOO� OHYHOV
DQG� FDXVHG� ODUJH�VFDOH� SRSXODWLRQ� PRYHPHQWV� �VHH� $ED]RY� ������� 7KH
HURVLRQ�RI�LQGXVWULDO�DFWLYLW\�VSDUNHG�DQ�H[RGXV�IURP�WKH�LQGXVWULDO�FHQWUHV
DQG� D� UHWXUQ� WR� DQ� 
DJULFXOWXUDO�ZD\�RI� OLIH
��%HWZHHQ������ DQG������� WKH
VKDUH� RI� WKH� UXUDO�SRSXODWLRQ� LQFUHDVHG� IURP����SHU� FHQW� WR������ SHU� FHQW
ZKLOH�DJULFXOWXUH�DOVR�H[SDQGHG�LWV�VKDUH�RI�WRWDO�HPSOR\PHQW�WR�MXVW�XQGHU
��� SHU� FHQW�� 0XFK� RI� WKH� DJULFXOWXUDO� DFWLYLW\� LV� ORZ�SURGXFWLYLW\
VXEVLVWHQFH� IDUPLQJ�� ,0)������������ HVWLPDWHV� WKH�QXPEHU�RI� VXEVLVWHQFH
IDUPHUV�DW���������

7KH� HWKQLF� FRPSRVLWLRQ� RI� WKH� SRSXODWLRQ� DOVR� XQGHUZHQW� FRQVLGHUDEOH
FKDQJH��(WKQLF�5XVVLDQV��ZKLFK� LQ������PDGH�XS� DOPRVW� D� TXDUWHU�RI� WKH
SRSXODWLRQ��OHIW�.\UJ\]VWDQ�HQ�PDVVH��WKHLU�HPLJUDWLRQ�PDLQO\�WULJJHUHG�E\
FKDQJHV� LQ� HWKQLF� SROLFLHV� ZRUNLQJ� DW� WKHLU� GLVDGYDQWDJH� �VHH� 5REHUWVRQ
����������������%\�������WKH�VKDUH�RI�5XVVLDQV�LQ�WKH�WRWDO�SRSXODWLRQ�KDG
GHFUHDVHG� IURP� RQH� TXDUWHU� WR� RQH� VL[WK�� ,Q� DGGLWLRQ�� EHWZHHQ� ����� DQG
������ �������� SHRSOH� HPLJUDWHG� IURP� .\UJ\]VWDQ� WR� 2(&'� FRXQWULHV�



7KHVH� ZHUH� PDLQO\� HWKQLF� *HUPDQV� WKDW� UHWXUQHG� WR� *HUPDQ\� �$ED]RY
�����������

7KH�IXQGDPHQWDO�FKDQJHV�LQ�.\UJ\]�VRFLHW\�EURXJKW�DERXW�E\�WKH�WUDQVLWLRQ
WR�WKH�PDUNHW�KDG�IDU�UHDFKLQJ�LPSOLFDWLRQV�IRU�WKH�SRVVLELOLWLHV�RI�.\UJ\]
FLWL]HQV� WR� VKDSH� WKHLU� RZQ� GHVWLQ\�� RU� ZKDW� 0D[� :HEHU� FDOOV� WKH
GLVWULEXWLRQ�RI�
OLIH�FKDQFHV
��:HEHU�������

�� '$7$�$1'�0(7+2'2/2*<

7KLV�SDSHU�VHWV�RXW�WR�DQDO\VH�DQG�H[SODLQ�WKH�WUDQVLWLRQ�LQGXFHG�FKDQJHV�LQ
WKH� VRFLDO� VWUXFWXUH� RI� WKH� .\UJ\]� 5HSXEOLF� GXULQJ� WKH� ����V�� )RU� WKLV
SXUSRVH�� LW� XVHV� WKH� ����� .\UJ\]VWDQ� 0XOWLSXUSRVH� 3RYHUW\� 6XUYH\
�.036��DQG�WKH������/LYLQJ�6WDQGDUGV�0HDVXUHPHQW�6XUYH\��/606���WZR
QDWLRQDOO\� UHSUHVHQWDWLYH� VXUYH\V� WKDW� KDYH� DV� WKHLU� PDLQ� REMHFWLYH� WKH
FROOHFWLRQ� RI� LQIRUPDWLRQ� RQ� OLYLQJ� VWDQGDUGV� LQ� WKH� .\UJ\]� 5HSXEOLF� LQ
RUGHU�WR�PHDVXUH�DQG�LGHQWLI\�SRYHUW\�DQG�WR�DVVHVV�WKH�HIIHFWLYHQHVV�RI�WKH
JRYHUQPHQW
V�GHYHORSPHQW�SROLF\�

7KH� ����� .036� VXUYH\� ZDV� LPSOHPHQWHG� E\� WKH� .\UJ\]� 1DWLRQDO
&RPPLWWHH� RQ� 6WDWLVWLFV�� LQ� DVVRFLDWLRQ� ZLWK� WKH� :RUOG� %DQN� DQG� WKH
8QLYHUVLW\�RI�1RUWK�&DUROLQD��7KH�LQLWLDO�VWRFNWDNLQJ�RI������ZDV�IROORZHG
E\� IRXU� VXUYH\V� PRGHOOHG� RQ� WKH� :RUOG� %DQN
V� /LYLQJ� 6WDQGDUGV
0HDVXUHPHQW�6WXG\��/606��� WKH�ILUVW�RI�ZKLFK�WRRN�SODFH�LQ�VSULQJ�����
DQG�WKH�ODVW�LQ�IDOO�������)RU�WKH�SXUSRVHV�RI�WKLV�SDSHU��WKH�IDOO������/606
VXUYH\�LV�XVHG�

7KH������ VXUYH\�ZDV� EDVHG�RQ� D� UHSUHVHQWDWLYH� VDPSOH� RI� DSSUR[LPDWHO\
������KRXVHKROGV��DSSUR[LPDWHO\��������LQGLYLGXDOV���7KH�KRXVHKROGV�ZHUH
VHOHFWHG�XVLQJ�D�VWUDWLILHG�PXOWL�VWDJH�VDPSOLQJ�SURFHGXUH��7KH������/606
FRQWDLQV� LQIRUPDWLRQ� RQ� ������ KRXVHKROGV� �DSSUR[LPDWHO\� ������
LQGLYLGXDOV���+RXVHKROGV�ZHUH�VHOHFWHG�XVLQJ�VLPSOH�UDQGRP�VDPSOLQJ�

7KH� .036� DQG� /606� VXUYH\V� XVH� YHU\� H[WHQVLYH� TXHVWLRQQDLUHV�
FROOHFWLQJ� LQIRUPDWLRQ�RQ�D�ZLGH� UDQJH�RI� FKDUDFWHULVWLFV� DQG�DFWLYLWLHV�RI
WKH�KRXVHKROGV�DQG�WKHLU�PHPEHUV��7KH�QRQ�UHVSRQVH�UDWH�IRU�ERWK�VXUYH\V
LV�DSSUR[LPDWHO\����SHU�FHQW�

0D[� :HEHU� GHILQHV� 
VRFLDO� VWUXFWXUH
� DV� WKH� XQHYHQ� GLVWULEXWLRQ� RI� 
OLIH
FKDQFHV
��ZKLFK�RQH�PD\�LQWHUSUHW�PRUH�JHQHUDOO\�DV�WKH�UHODWLYH�HDVH�ZLWK



ZKLFK� KRXVHKROGV� KDYH� DFFHVV� WR� FRQVXPDEOH� UHVRXUFHV� LQ� D�ZLGHU� VHQVH
�H�J��� IRRG�� VKHOWHU�� FORWKLQJ�� HPSOR\PHQW� RSSRUWXQLWLHV�� HGXFDWLRQ
RSSRUWXQLWLHV��� +RXVHKROGV�ZLWK� LQDGHTXDWH� DFFHVV� WR� UHVRXUFHV� DUH� SRRU�
7KH�REMHFWLYH�RI�WKH�SDSHU�LV�WR�LGHQWLI\�FRUUHODWHV�RI� 
VRFLDO�VWUXFWXUH
�DQG
DWWULEXWH�FDXVDOLW\� WR� WKHP� WR� WKH� H[WHQW�SRVVLEOH��&KDQJHV� LQ�SRYHUW\� DQG
LQHTXDOLW\� DUH� LQH[WULFDEO\� OLQNHG� WR� FKDQJHV� LQ� VRFLDO� VWUXFWXUH�� 7KH
DYDLODEOH� HYLGHQFH� LV� UH�H[DPLQHG� WR� LGHQWLI\� WKH� GLUHFWLRQ� DQG� WKH
PDJQLWXGH�RI�FKDQJHV�LQ�SRYHUW\�DQG� LQHTXDOLW\�DQG�D�VWDWLVWLFDO�PRGHO�RI
WKH�GLVWULEXWLRQ�RI�KRXVHKROG�UHVRXUFHV�RU�KRXVHKROG�ZHOIDUH�LV�HVWLPDWHG�

7KH�DQDO\WLFDO�IUDPHZRUN�IRU�WKLV�DQDO\VLV�LV�SURYLGHG�E\�*OHZZH��������
7KH�IROORZLQJ�UHGXFHG�IRUP�HTXDWLRQ�GHVFULELQJ�WKH�KRXVHKROG
V�ZHOIDUH�LV
HVWLPDWHG�

���� LL HFRQKKFKDUKK: ebb ��B��B �� ++=

ZKHUH�:L�  KRXVHKROG�L
V�ZHOIDUH�OHYHO
KKBFKDU  VRFLR�GHPRJUDSKLF�FKDUDFWHULVWLFV�RI�KRXVHKROG�L
KKBHFRQ  HFRQRPLF�HQYLURQPHQW�RI�KRXVHKROG�L
b���b�  PRGHO�SDUDPHWHUV
eL  UDQGRP�HUURU�WHUP�

7KH� UHGXFHG�IRUP� ���� LV� UHSUHVHQWDWLYH� RI� WKH� VWUXFWXUDO� HTXDWLRQV� WKDW
VSHFLI\� WKH� SURFHVV� E\� ZKLFK� KRXVHKROG� LQFRPH� DQG� H[SHQGLWXUH� DUH
JHQHUDWHG��(TXDWLRQ�����GRHV�QRW�DOORZ�WR�GUDZ�LQIHUHQFHV�DERXW�WKH�HIIHFW
RI� KRXVHKROG� FKDUDFWHULVWLFV� RQ� WKH� KRXVHKROG
V� LQFRPH� DQG� FRQVXPSWLRQ
GHFLVLRQV�� 7KLV� ZRXOG� UHTXLUH� WKH� H[SOLFLW� PRGHOOLQJ� RI� WKH� VWUXFWXUDO
HTXDWLRQV�� ,QVWHDG�� HTXDWLRQ� ���� SURYLGHV� HVWLPDWHV� RI� WKH� QHW� HIIHFW� RI
YDULRXV�KRXVHKROG�FKDUDFWHULVWLFV�RQ� WKH�KRXVHKROG
V�ZHOIDUH��ZKLOH� DW� WKH
VDPH�WLPH�KROGLQJ�DOO�RWKHU�FKDUDFWHULVWLFV�FRQVWDQW��,W�LV�DVVXPHG�WKDW�WKH
KKBFKDU� YDULDEOHV� DUH� HQGRJHQRXV�ZLWKLQ� D� UHOHYDQW� WLPH� SHULRG� L�H��� WKDW
WKHUH� DUH� QR� IHHGEDFN� HIIHFWV� IURP� KRXVHKROG� ZHOIDUH� WR� WKH� VRFLR�
GHPRJUDSKLF� FKDUDFWHULVWLFV� RI� WKH�KRXVHKROG� LQ� WKH� VKRUW�UXQ�� �*URRWDHUW
DQG�%UDLWKZDLWH����������

������������������������������������������
� 7KLV� DVVXPSWLRQ� PD\� EH� SUREOHPDWLF�� $V� WKH� UHOHYDQW� WLPH� SHULRG� LQFUHDVHV�� LW� LV
OLNHO\�WKDW�WKH�PDMRULW\�RI�KRXVHKROG�FKDUDFWHULVWLFV�WKDW�FRXOG�EH�FRQVLGHUHG�IRU�SROLF\
RU�WDUJHWLQJ�SXUSRVHV�EHFRPH�LQGHHG�HQGRJHQRXV��H�J���KRXVHKROG�VL]H�DQG�WKH�QXPEHU
RI� FKLOGUHQ��� KHQFH� LQYDOLGDWLQJ� WKH� DSSURDFK� HPSOR\HG� DERYH�� +RZHYHU�� ZKLOH� WKLV
SUREOHP�LV�H[SOLFLWO\�UHFRJQL]HG��D�SUDJPDWLF�DSSURDFK�LV�DGRSWHG�DV�WKH�REMHFWLYH�RI�WKH
VWDWLVWLFDO�DQDO\VLV�LV�WR�LGHQWLI\�WKH�FRUUHODWHV�RI�KRXVHKROG�ZHOIDUH�DQG�WKH�GHWHUPLQDQWV
RI�VRFLDO�VWUXFWXUH�LQ�WKH�VKRUW�UXQ��*URRWDHUW�DQG�%UDLWKZDLWH�����������



(TXDWLRQ� ����PD\� WKXV� EH� HVWLPDWHG�E\�RUGLQDU\� OHDVW� VTXDUHV� �2/6��� EXW
WKLV� DSSURDFK� HIIHFWLYHO\� LPSRVHV� FRQVWDQW� PRGHO� SDUDPHWHUV� RYHU� WKH
HQWLUH�GLVWULEXWLRQ�RI�WKH�GHSHQGHQW�YDULDEOH� L�H��� LW�DVVXPHV�WKDW� WKH�HIIHFW
RI�JLYHQ�KRXVHKROG�FKDUDFWHULVWLFV�RQ�WKH�KRXVHKROG
V�ZHOIDUH�DUH�FRQVWDQW
WKURXJKRXW� WKH� ZHOIDUH� GLVWULEXWLRQ�� 4XDQWLOH� UHJUHVVLRQV� �.RHQNHU� DQG
%DVVHWW�������%XFKLQVN\�������&KDPEHUODLQ�������UHOD[�WKH�DVVXPSWLRQ�RI
SDUDPHWHU�FRQVWDQF\�WKURXJKRXW�WKH�GLVWULEXWLRQ�RI�WKH�GHSHQGHQW�YDULDEOH�
,Q� IDFW�� JLYHQ� D� VHW� RI� H[SODQDWRU\� YDULDEOHV�� TXDQWLOH� UHJUHVVLRQV� FDQ� EH
XVHG� WR� FKDUDFWHUL]H� WKH� HQWLUH� FRQGLWLRQDO� GLVWULEXWLRQ� RI� WKH� GHSHQGHQW
YDULDEOH�� 7KLV� LV� RI� SDUWLFXODU� UHOHYDQFH� WR� WKH� SUREOHP� DW� KDQG�� DV� WKH
DWWHQWLRQ�IRFXVHV�QRW�RQO\�DW� WKH�PLGSRLQWV�RI� WKH�ZHOIDUH�GLVWULEXWLRQ�EXW
RWKHU�SRLQWV�RI�WKH�GLVWULEXWLRQ�DUH�HTXDOO\�UHOHYDQW��'LIIHUHQW�FRHIILFLHQWV�DW
GLIIHUHQW� TXDQWLOHV� PD\� EH� LQWHUSUHWHG� DV� FDSWXULQJ� GLIIHUHQFHV� LQ� WKH
UHVSRQVH�LQGXFHG�E\�FKDQJHV�LQ�WKH�H[SODQDWRU\�YDULDEOHV�DW�GLIIHUHQW�SRLQWV
RI� WKH� FRQGLWLRQDO� GLVWULEXWLRQ� RI� WKH� GHSHQGHQW� YDULDEOH�� )XUWKHUPRUH�
ZKHQ�WKH�HUURU�WHUP�LV�QRQ�QRUPDO��TXDQWLOH� UHJUHVVLRQ�HVWLPDWRUV�PD\�EH
PRUH�HIILFLHQW�WKDQ�WKH�2/6�HVWLPDWRUV��%XFKLQVN\�����������

,I�RQH�GHILQHV�T�DV�WKH�TXDQWLOH�WR�EH�HVWLPDWHG�WKHQ�TXDQWLOH�UHJUHVVLRQV�DUH
FRPSXWHG�E\�PLQLPL]LQJ�WKH�IROORZLQJ�WHUP�
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ZKHUH� ��T��� DQG� WKH� YDOXH� RI� WKH� IXQFWLRQ� ��]�� VLJQDOV� WKH� WUXWK� ���� RU
RWKHUZLVH� ���� RI� WKH� VWDWHPHQW� ]� L�H��� LW� LV� HTXDO� WR� �� LI� WKH� UHVLGXDOV� DUH
QHJDWLYH�DQG�HTXDO�WR���LI�WKH�UHVLGXDOV�DUH�SRVLWLYH��'HDWRQ�������

7KH�FRUUHVSRQGLQJ�PLQLPL]DWLRQ�FRQGLWLRQ�LV�JLYHQ�E\�

���� ( )[ ] �� 
 =�-Ê bLL
L

LM [\T[ �

0HGLDQ� OHDVW� VTXDUHV� ±� WKH� TXDQWLOH� UHJUHVVLRQ� IRU� WKH� ��WK� SHUFHQWLOH� ±
H[SUHVVHV�WKH�PHGLDQ�RI�WKH�GHSHQGHQW�YDULDEOH�DV�D�IXQFWLRQ�RI�WKH�PRGHO
H[SODQDWRU\� YDULDEOHV�� ,W� GLIIHUV� IURP� WKH�2/6� HVWLPDWRU� LQDVPXFK� DV� WKH
TXDQWLOH� UHJUHVVLRQ� HVWLPDWRU� ILWV� D� OLQH� WR� WKH� GDWD� WKDW� PLQLPL]HV� WKH



DEVROXWH�VXP�RI�WKH�HUURUV�UDWKHU�WKDQ�WKH�VXP�RI�VTXDUHG�HUURUV��4XDQWLOHV
RWKHU� WKDQ� WKH� PHGLDQ� DUH� REWDLQHG� E\� ZHLJKWLQJ� WKH� UHVLGXDOV� b
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[\ - �

7KXV��WKH�TXDQWLOH�UHJUHVVLRQ�IRU�WKH���WK�SHUFHQWLOH�DWWDFKHV�D�ZHLJKW�RI��
�����WR�QHJDWLYH�UHVLGXDOV�DQG�D�ZHLJKW�RI�������WR�SRVLWLYH�UHVLGXDOV�

$IWHU� GLVFXVVLQJ� WKH� HFRQRPHWULF� VSHFLILFDWLRQ� RI� WKH� PRGHO� GHVFULELQJ
VRFLDO� VWUXFWXUH�� DWWHQWLRQ� QRZ� WXUQV� WR� WKH� GHILQLWLRQ� RI� WKH� GHSHQGHQW
YDULDEOH� L�H��� WKH� PHDVXUHPHQW� RI� 
OLIH� FKDQFHV
� RU� PRUH� JHQHUDOO\� WKH
KRXVHKROG
V�UHVRXUFHV�WR�PHHW�LWV�QHHGV�

$�VWDWLVWLFDO�PHDVXUH�RI�WKH�KRXVHKROG
V�
OLIH�FKDQFHV
�ZRXOG�LQFOXGH�LQFRPH
DQG� WKH� VWRFN� RI�ZHDOWK� EXW� DOVR� DFFHVV� JUDQWHG� WR� FRQVXPDEOH� UHVRXUFHV
WKURXJK�VRFLDO�FRQWUDFWV��NLQ�RU�FODQ�UHODWLRQVKLSV��DQG�EHQHILWV�UHFHLYHG�LQ�
NLQG��,Q�WKH�DEVHQFH�RI�D�UHOLDEOH�DQG�REVHUYDEOH�PHDVXUH�RI�
OLIH�FKDQFHV
��D
SUR[\�YDULDEOH�PD\�EH�XVHG�WKDW�FDQ�EH�H[SHFWHG�WR�FORVHO\�DSSUR[LPDWH�WKH
RXWFRPH�YDULDEOH�

+RXVHKROG�H[SHQGLWXUH�SURYLGHV�D�UHOLDEOH�UHSUHVHQWDWLRQ�RI�WKH�KRXVHKROG
V
VKRUW�WHUP� ZHOIDUH� OHYHO�� ZKLFK� LQ� WXUQ� GHWHUPLQHV� LWV� DELOLW\� WR� REWDLQ
DFFHVV�WR�FRQVXPDEOH�UHVRXUFHV�

,Q� WKH� ORQJ�UXQ�� D� KRXVHKROG
V� ZHOIDUH� LV� GHWHUPLQHG� E\� LWV� 
SHUPDQHQW
LQFRPH
��$V� H[SHQGLWXUH� H[KLELWV� JUHDWHU� VWDELOLW\� RYHU� WKH� OLIH�F\FOH� WKDQ
LQFRPH�� H[SHQGLWXUH� LV� JHQHUDOO\� FRQVLGHUHG� WR� SURYLGH� D� PRUH� IDLWKIXO
HVWLPDWH� RI� 
SHUPDQHQW� LQFRPH
� WKDQ� FXUUHQW� LQFRPH�� 'XULQJ� SHULRGV� RI
EHORZ�DYHUDJH�FXUUHQW�LQFRPH��KRXVHKROGV�PD\�GUDZ�RQ�WKHLU�DFFXPXODWHG
VWRFN� RI�ZHDOWK� LQ� RUGHU� WR�PDLQWDLQ� WKH� DFTXLUHG� OHYHO� RI�ZHOIDUH�� ,I� WKH
VKRFN� WR� FXUUHQW� LQFRPH� LV� PRUH� ORQJ� ODVWLQJ� WKDQ� H[SHFWHG�� SHUPDQHQW
LQFRPH� LV� UHYLVHG� GRZQZDUGV� DQG� KRXVHKROG� H[SHQGLWXUH� LV� DGMXVWHG
DFFRUGLQJO\�� 7KXV�� LQ� WKH� VKRUW�UXQ� DV� ZHOO� DV� LQ� WKH� ORQJ�UXQ�� FXUUHQW
KRXVHKROG� H[SHQGLWXUH� SURYLGHV� D� EHWWHU� DSSUR[LPDWLRQ� RI� KRXVHKROG
SHUPDQHQW�LQFRPH�DQG�ZHOIDUH�WKDQ�FXUUHQW�KRXVHKROG�LQFRPH�

,Q�DGGLWLRQ��.\UJ\]VWDQ�KDV�D�ODUJH�UXUDO�SRSXODWLRQ�DQG�D�ODUJH�DJULFXOWXUDO
VHFWRU��0DQ\� KRXVHKROGV� SRVVHVV� SORWV� RI� ODQG� DQG� HQJDJH� LQ� VPDOO�VFDOH
IDUPLQJ�RU�DQLPDO�KXVEDQGU\��RIWHQ�IRU�SHUVRQDO�FRQVXPSWLRQ��7KH�RXWSXW
RI� WKHVH� DFWLYLWLHV� LV� QRW� WUDGHG� LQ� WKH� PDUNHWSODFH�� )XUWKHUPRUH�� PDQ\
KRXVHKROGV� UHFHLYH� LQ�NLQG� EHQHILWV� WKURXJK� WKH� ZRUNSODFH� RU� WKH� ORFDO
DXWKRULWLHV�DQG�IURP�UHODWLYHV�DQG�IULHQGV�



7KH� .036� DQG� /606� KRXVHKROG� H[SHQGLWXUH� YDULDEOHV� LQFOXGH
LPSXWDWLRQV� IRU� DXWR�FRQVXPSWLRQ� DQG�EHQHILWV� UHFHLYHG� LQ�NLQG�� DOWKRXJK
FDYHDWV� DSSO\� �VHH�$FNODQG� DQG�)DONLQJKDP������� ����� DQG� DUH� WKHUHIRUH
SUHIHUUHG� WR� KRXVHKROG� LQFRPH� DV� D� PHDVXUH� RI� ZHOIDUH� RU� DFFHVV� WR
FRQVXPDEOH�UHVRXUFHV�

�� &+$1*(6�,1�329(57<�,1�.<5*<=67$1����������

2EVHUYHUV� RI� WKH�.\UJ\]� HFRQRP\� DUH� LQ� JHQHUDO� DJUHHPHQW� WKDW� SRYHUW\
VXEVWDQWLDOO\� LQFUHDVHG� RYHU� WKH� FRXUVH� RI� WKH� WUDQVLWLRQ� WR� WKH� PDUNHW�
3UHFLVH� TXDQWLWDWLYH� DVVHVVPHQWV� RI� WKH� FKDQJHV� LQ� SRYHUW\� DUH�� KRZHYHU�
YHU\�GHSHQGHQW�RQ�WKH�LGHQWLI\LQJ�DVVXPSWLRQV�PDGH�E\�WKH�UHVHDUFKHUV�

7KH� .\UJ\]� DXWKRULWLHV� UHWDLQ� DQ� 
DEVROXWH
� FRQFHSW� RI� SRYHUW\� L�H��� WKH
SRYHUW\� FXW�RII� SRLQW� UHSUHVHQWV� D�PLQLPXP� H[SHQGLWXUH� OHYHO� QHHGHG� IRU
VXEVLVWHQFH�� 7KH�.036� DQG� /606� VXUYH\V� DUH� DFFRPSDQLHG� E\� SRYHUW\
OLQHV� WKDW� DUH� JHQHUDWHG� XVLQJ� LQIRUPDWLRQ� RQ� KRXVHKROG� H[SHQGLWXUH
SDWWHUQV�GHULYHG�IURP�WKH�VXUYH\V��,Q�HDFK�VXUYH\��DQ� 
XSSHU
�DQG�D� 
ORZHU

SRYHUW\�OLQH�DUH�FRQVWUXFWHG��LQ�RUGHU�WR�GLVWLQJXLVK�EHWZHHQ�
SRRU
�DQG�
YHU\
SRRU
�KRXVHKROGV�

+RZHYHU��SRYHUW\� DQDO\VLV� LQ� WKH�.\UJ\]� FRQWH[W� LV�KDPSHUHG�E\� WKH� FR�
H[LVWHQFH�RI� WKLV�SOHWKRUD�RI�SRYHUW\� OLQHV�ZKLFK�EHDU� OLWWOH� UHODWLRQVKLS� WR
HDFK�RWKHU��VHH�7DEOH����

$IWHU�DGMXVWLQJ�WKH������ 
XSSHU
�SRYHUW\� OLQH�RI������VRPV�SHU�DQQXP�IRU
WKH� LQIODWLRQ� WKDW� RFFXUUHG� EHWZHHQ�2FWREHU� ����� DQG�2FWREHU� ������ ZH
ILQG�WKDW�WKH�UHDO�YDOXH�RI�WKH������SRYHUW\�OLQH�LV�HTXDO�WR������VRPV�SHU
DQQXP�DW������SULFHV��<HW�WKH������SRYHUW\�OLQH�LV�RQO\�VHW�HTXDO�WR�����
VRPV� SHU� DQQXP�� WKH� GLIIHUHQFH� EHWZHHQ� WKH� WZR� SRYHUW\� OLQHV� URXJKO\
HTXDO� WR����SHU� FHQW��8VLQJ� WKH� �����.036�SRYHUW\� OLQH�� ��� SHU� FHQW� RI
KRXVHKROG� LQ� ����� DUH� LGHQWLILHG� DV� SRRU��8VLQJ� WKH� �����/606�SRYHUW\
OLQH�����SHU�FHQW�RI�KRXVHKROGV�LQ������DUH�LGHQWLILHG�DV�SRRU��7KH�WHQWDWLYH
FRQFOXVLRQ� HPHUJLQJ� IURP� WKH� FRPSDULVRQ� RI� WKHVH� WZR� ILJXUHV� LV� WKDW
SRYHUW\�LQFUHDVHG�EHWZHHQ������DQG�������+RZHYHU��E\�KRZ�PXFK�SRYHUW\
UHDOO\� FKDQJHG� EHWZHHQ� ����� DQG� ����� UHPDLQV� XQFOHDU� DV� PHDQLQJIXO
LQWHUWHPSRUDO� FRPSDULVRQV� RI� SRYHUW\� UDWHV� UHTXLUH� WKDW� WKH� VDPH� SRYHUW\
VWDQGDUG�LV�FRQVLVWHQWO\�DSSOLHG�



TABLE 2
KMPS AND LSMS POVERTY LINES – KYRGYZSTAN 1993-97

1993 1996 1997

lower poverty line 749.0 2199.0 2438.7

upper poverty line 1284.0 4190.1 4646.8

lower poverty line at 1997 prices 3148.8 2715.8 2438.7

upper poverty line at 1997 prices 5397.9 5174.8 4646.8

lower poverty line as per cent of mean 42.98 46.99 36.30

upper poverty line as per cent of mean 73.67 89.55 69.18

lower poverty line as per cent of median 60.31 61.41 52.89

upper poverty line as per cent of median 103.38 117.01 100.78

lower bound poverty rate 0.2772 0.1933 0.1489

upper bound poverty rate 0.4388 0.5185 0.5101

7KH�FRQVHTXHQFH�RI�WKH�DEVHQFH�RI�DQ�LQWHUWHPSRUDOO\�FRPSDUDWLYH�SRYHUW\
OLQH� LV� DQ� RSDTXH� DFFRXQW� RI� WUHQGV� LQ� SRYHUW\� GXULQJ� WKH� WUDQVLWLRQ�
DFFRUGLQJ�WR�,0)���������������SHU�FHQW�RI�.\UJ\]�KRXVHKROGV�ZHUH�SRRU
LQ������DQG����SHU� FHQW� LQ�������+RZHYHU�� DFFRUGLQJ� WR� ,0)� ������� ���
RQO\����SHU�FHQW�RI�KRXVHKROGV�ZHUH�SRRU�LQ������DQG�RQO\����SHU�FHQW�SRRU
LQ������

3RYHUW\� FRPSDULVRQV� EHWZHHQ������ DQG������ DUH� IXUWKHU� LPSHGHG�E\� WKH
IDFW� WKDW� WKH� ����� .036� PDGH� XVH� RI� DQ� HODERUDWH� VHW� RI� KRXVHKROG
HTXLYDOHQFH�VFDOHV�WR�DFFRXQW�IRU�WKH�GLIIHUHQFHV�LQ�QHHGV�EHWZHHQ�YDULRXV
KRXVHKROG� PHPEHUV�� $FFRUGLQJ� WR� WKHVH� LPSOLFLW� HTXLYDOHQFH� VFDOHV�� WKH
VXEVLVWHQFH�PLQLPXP�IRU�D�ZRUNLQJ�DJH�IHPDOH� LV�HTXDO� WR����SHU�FHQW�RI
WKH�VXEVLVWHQFH�OHYHO�RI�D�ZRUNLQJ�DJH�PDOH�ZKLOH�D�\RXQJ�FKLOG�DJHG�IRXU
WR�VL[�\HDUV�KDV�QHHGV�HTXDO�WR�WZR�WKLUGV�RI�WKRVH�RI�DQ�DGXOW�ZRUNLQJ�DJH
PDOH� �:RUOG� %DQN� ������ ����� 7KH� /606� VXUYH\V�� RQ� WKH� RWKHU� KDQG�
LPSOLFLWO\�DVVXPH�WKDW�WKHUH�DUH�QR�GLIIHUHQFHV�LQ�QHHGV�EHWZHHQ�KRXVHKROG
PHPEHUV�DQG�WKDW�WKHUH�DUH�QR�HFRQRPLHV�RI�VFDOH�LQ�FRQVXPSWLRQ�

+RZHYHU�� DYHUDJH� KRXVHKROG� VL]HV� LQ� .\UJ\]VWDQ� DUH� ODUJH� DQG� FKLOG
GHSHQGHQF\�UDWLRV��FRPSDUHG�WR�ZHVWHUQ�FRXQWULHV��DUH�KLJK��,Q�DGGLWLRQ��WKH
SULYDWL]DWLRQ� RI� KRXVLQJ� DQG� WKH� OLEHUDOL]DWLRQ� RI� SULFHV� RI� XWLOLWLHV� KDYH



LQFUHDVHG�WKH�VFRSH�IRU�HFRQRPLHV�RI�VFDOH�LQ�FRQVXPSWLRQ��7KH�DVVXPSWLRQ
RI�QR�HFRQRPLHV�RI�VFDOH�LV�FOHDUO\�XQUHDVRQDEOH�

7KH� DQDO\VLV� RI� KRXVHKROG� FRQVXPSWLRQ�SDWWHUQV� LQ� VLPLODU� FLUFXPVWDQFHV
�H�J���)ROH\������IRU�5XVVLD�LQ�������VXJJHVWV�WKDW�WKH�VFRSH�IRU�HFRQRPLHV
RI� VFDOH� LV� OLPLWHG� LQ� WUDQVLWLRQ� HFRQRPLHV�� 7KH� VFDOH� HFRQRP\� IDFWRU� LV
FORVH� WR� ���� �DSSUR[LPDWHO\� ������� VXJJHVWLQJ� WKDW� WKH� SHU� FDSLWD� VFDOH
RSHUDWHG�E\�WKH�/606�PD\�EH�DSSUR[LPDWHO\�FRUUHFW��+RZHYHU��WKH�UHVXOWV
LQ� 7DEOH� �� VKRZ� WKDW� HYHQ� VPDOO� DGMXVWPHQWV� IRU� HFRQRPLHV� RI� VFDOH� LQ
FRQVXPSWLRQ� DQG� GLIIHUHQFHV� LQ� QHHGV� \LHOG� VXEVWDQWLDOO\� GLIIHUHQW� UHVXOWV
UHODWLYH� WR� WKH� 
QR� DGMXVWPHQW
� VFHQDULR�� ,W� WKHUHIRUH� DSSHDUV� HUURQHRXV� WR
FODLP� WKDW� HFRQRPLHV� RI� VFDOH� DQG� GLIIHUHQFHV� LQ� QHHGV� PD\� VDIHO\� EH
LJQRUHG�DV�HYHQ�VPDOO�DGMXVWPHQWV�\LHOG�IXQGDPHQWDOO\�GLIIHUHQW�UHVXOWV��

,Q� RUGHU� WR� WHVW� WKH� VHQVLWLYLW\� RI� WKH� SRYHUW\� UHVXOWV� WR� WKH� DVVXPSWLRQV
PDGH�DERXW�VFDOH�HODVWLFLWLHV�DQG�GLIIHUHQFHV�LQ�QHHGV�DQG�DOORZLQJ�IRU�WKH
GLYHUVLW\� RI� SRYHUW\� OLQHV�� 7DEOH� �� FRQWDLQV� ���� SRYHUW\� LQGLFHV� IRU� HDFK
\HDU�

6L[� DEVROXWH� SRYHUW\� OLQHV� DQG� WKUHH� UHODWLYH� SRYHUW\� OLQHV� DUH� XVHG�� 7KH
DEVROXWH�SRYHUW\� OLQHV�VWHP�IURP�WKH������.036�DQG� WKH������DQG�����
/606�VXUYH\V��7KH\�DUH�UHQGHUHG�LQWHUWHPSRUDOO\�FRPSDUDEOH�E\�DGMXVWLQJ
WKHP� IRU� FKDQJHV� LQ� FRQVXPHU� SULFHV� EHWZHHQ������ DQG��������� XVLQJ� D
PRQWK�WR�PRQWK�FRQVXPHU�SULFH�LQGH[�

7KH�WKUHH�UHODWLYH�SRYHUW\�OLQHV�DUH�VHW�HTXDO�WR�KDOI�WKH�PHGLDQ��WZR�WKLUGV
RI�WKH�PHGLDQ�DQG�WKUHH�TXDUWHUV�RI�WKH�PHGLDQ��7KH�SUREOHPV�HQFRXQWHUHG
E\�XSGDWLQJ�DQ�DEVROXWH�SRYHUW\� OLQH� WKURXJK� WLPH�PD\�EH� RYHUFRPH� LI� D
UHODWLYH� SRYHUW\� OLQH� LV� XVHG� ZKLFK� GHWHUPLQHV� WKH� SRYHUW\� FXW�RII� SRLQW
UHODWLYH� WR� WKH�PHDQ� RU�PHGLDQ� H[SHQGLWXUH� OHYHOV��5HODWLYH� SRYHUW\� OLQHV
PD\� EH� GHHPHG� LQDSSURSULDWH� LQ� YHU\� SRRU� FRXQWULHV� ZKHUH� DQ� DYHUDJH

������������������������������������������
� ,W�VKRXOG�EH�REVHUYHG�DW� WKLV�SRLQW� WKDW�DOWKRXJK�WKHUH�H[LVWV�D�YDVW� OLWHUDWXUH�RQ�WKH
VXEMHFW� RI� HTXLYDOHQFH� VFDOHV�� WKHUH� LV� OLWWOH� DJUHHPHQW� LQ� WKH� OLWHUDWXUH� DV� WR� ZKDW
FRQVWLWXWHV� WKH� 
WUXH
� HTXLYDOHQFH� VFDOH� WR� EH� XVHG� LQ� DSSOLHG�ZRUN�� 7KH� FKRLFH� RI� WKH
HTXLYDOHQFH� VFDOH� IDFWRU� LV� WKXV� ODUJHO\� OHIW� DW� WKH�GLVFUHWLRQ�RI� WKH� UHVHDUFKHU��1HOVRQ
������������DUJXHV�WKHUHIRUH�WKDW�WKH�SUDJPDWLF�VWDQGDUG�IRU�SROLF\�JXLGHOLQHV�VKRXOG�EH
WKDW� 
VFDOHV� EH� UHDVRQDEOH� DQG� ZHOO�LQIRUPHG�� DEVROXWH� WUXWK� DQG� JHQHUDOLW\� LV� QRW
UHTXLUHG
�





TABLE 3
POVERTY UNDER ALTERNATIVE DEFINITIONS – KYRGYZSTAN 1993-97

1993

e=0.00 e=0.50 e=0.75 oecd e=0.80 e=0.90 e=1.00 per capita

HEADCOUNT INDEX
1993 lower 0.0790 0.1435 0.1993 0.1678 0.2184 0.2581 0.3000 0.3191
1996 lower 0.0682 0.1260 0.1724 0.1425 0.1838 0.2148 0.2540 0.2710
1997 lower 0.0604 0.1120 0.1559 0.1275 0.1623 0.1864 0.2235 0.2401
1993 upper 0.1301 0.2550 0.3587 0.2989 0.3846 0.4347 0.4858 0.5158
1996 upper 0.1260 0.2473 0.3444 0.2881 0.3702 0.4197 0.4698 0.5008
1997 upper 0.1131 0.2148 0.3108 0.2545 0.3304 0.3800 0.4331 0.4628
0.50*median 0.2736 0.2623 0.2628 0.2633 0.2633 0.2638 0.2581 0.2566
0.67*median 0.3516 0.3578 0.3480 0.3542 0.3490 0.3505 0.3516 0.3500
0.75*median 0.3980 0.3882 0.3893 0.3893 0.3918 0.3934 0.3918 0.3934

F-G-T INDEX
1993 lower 0.0307 0.0485 0.0676 0.0565 0.0725 0.0836 0.0969 0.1041
1996 lower 0.0276 0.0421 0.0585 0.0490 0.0627 0.0723 0.0836 0.0898
1997 lower 0.0256 0.0380 0.0526 0.0441 0.0565 0.0651 0.0723 0.0808
1993 upper 0.0474 0.0828 0.1168 0.0963 0.1254 0.1449 0.1654 0.1796
1996 upper 0.0457 0.0793 0.1118 0.0922 0.1201 0.1388 0.1606 0.1722
1997 upper 0.0417 0.0712 0.1000 0.0827 0.1074 0.1243 0.1441 0.1546
0.50*median 0.0917 0.0858 0.0843 0.0849 0.0847 0.0852 0.0852 0.0855
0.67*median 0.1221 0.1154 0.1134 0.1139 0.1139 0.1142 0.1139 0.1140
0.75*median 0.1369 0.1304 0.1280 0.1287 0.1286 0.1289 0.1285 0.1285



TABLE 3 (continued)

1997

e=0.00 e=0.50 e=0.75 oecd e=0.80 e=0.90 e=1.00 per capita

Headcount index
1993 lower 0.0013 0.0177 0.0724 0.0405 0.0961 0.1598 0.2569 0.2794
1996 lower 0.0008 0.0109 0.0461 0.0238 0.0636 0.1053 0.1741 0.1966
1997 lower 0.0005 0.0081 0.0315 0.0185 0.0438 0.0783 0.1298 0.1492
1993 upper 0.0092 0.0936 0.3126 0.1923 0.3586 0.4624 0.5551 0.5761
1996 upper 0.0080 0.0843 0.2839 0.1660 0.3339 0.4397 0.5316 0.5512
1997 upper 0.0050 0.0604 0.2207 0.1245 0.2760 0.3719 0.4814 0.5029
0.50*median 0.1232 0.1099 0.1200 0.1141 01189 0.1279 0.1293 0.1292
0.67*median 0.2481 0.2485 0.2610 0.2511 0.2630 0.2662 0.2672 0.2668
0.75*median 0.2420 0.2874 0.3236 0.3042 0.3272 0.3432 0.3615 0.3573

F-G-T INDEX
1993 lower 0.0001 0.0013 0.0063 0.0033 0.0086 0.0159 0.0283 0.0326
1996 lower 0.0000 0.0007 0.0038 0.0019 0.0052 0.0099 0.0183 0.0213
1997 lower 0.0000 0.0004 0.0026 0.0013 0.0036 0.0069 0.0131 0.0154
1993 upper 0.0007 0.0086 0.0344 0.0195 0.0448 0.0719 0.1078 0.1182
1996 upper 0.0006 0.0075 0.0304 0.0172 0.0398 0.0649 0.0989 0.1088
1997 upper 0.0004 0.0052 0.0220 0.0123 0.0291 0.0493 0.0782 0.0869
0.50*median 0.0125 0.0104 0.0112 0.0113 0.0114 0.0119 0.0128 0.0130
0.67*median 0.0288 0.0255 0.0274 0.0272 0.0278 0.0286 0.0303 0.0305
0.75*median 0.0276 0.0303 0.0369 0.0362 0.0383 0.0425 0.0470 0.0475

F-G-T poverty index computed for poverty aversion parameter equal to 2.



LQFRPH�EDUHO\�PHHWV�VXEVLVWHQFH�QHHGV�DQG�GXULQJ�UHFHVVLRQV�ZKHQ�DYHUDJH
LQFRPH�OHYHOV�DUH�IDOOLQJ��%RWK�FDYHDWV�DSSO\�LQ�WKH�.\UJ\]�FDVH��

(LJKW�GLIIHUHQW�HTXLYDOHQFH�VFDOHV�DUH�XVHG��7KH�
HSVLORQ
�GHQRWHG�VFDOHV�LQ
7DEOH� �� DUH� VR�FDOOHG� WZR� SDUDPHWHU� VFDOHV� WKDW� PDNH� DGMXVWPHQWV� IRU
GLIIHUHQFHV�LQ�QHHGV��FKLOGUHQ�KDYH�ORZHU�QHHGV�WKDQ�DGXOWV��DQG�HFRQRPLHV
RI� VFDOH� LQ� FRQVXPSWLRQ�� 7KH� HTXLYDOHQW� H[SHQGLWXUH� LV� FRPSXWHG� DV
IROORZV�

HTBH[S� �KRXVHKROG�H[SHQGLWXUH����QEBDGXOWV��������QEBFKLOGUHQ�e�

7KH�VR�FDOOHG�2(&'�VFDOH�DGMXVWV�WKH�GHQRPLQDWRU�RI�WKH�H[SUHVVLRQ�DERYH
E\�DWWDFKLQJ�D�ZHLJKW�RI�����WR�WKH�ILUVW�DGXOW�LQ�WKH�KRXVHKROG��D�ZHLJKW�RI
����WR�VXEVHTXHQW�DGXOWV�DQG�D�ZHLJKW�RI�����WR�FKLOGUHQ��7KH�2(&'�VFDOH
WKHUHIRUH�DOVR�WDNHV�LQWR�DFFRXQW�GLIIHUHQFHV�LQ�QHHGV�DV�ZHOO�DV�HFRQRPLHV
RI� VFDOH� LQ�FRQVXPSWLRQ��)LQDOO\�� WKH�SHU�FDSLWD� VFDOH� VLPSO\�GLYLGHV� WRWDO
KRXVHKROG� H[SHQGLWXUH� E\� KRXVHKROG� VL]H� L�H��� QR� DGMXVWPHQW� LV�PDGH� IRU
HFRQRPLHV�RI�VFDOH�DQG�RU�GLIIHUHQFHV�LQ�QHHGV�

,Q�RUGHU� WR� WDNH� LQWR� DFFRXQW� WKH� 
JDS
�GLPHQVLRQ�RI�SRYHUW\�� WZR�SRYHUW\
LQGLFHV� DUH� FRPSXWHG�� 7KH� +HDGFRXQW� LQGH[�� JLYHV� WKH� VKDUH� RI� SRRU
KRXVHKROGV�LQ�WKH�SRSXODWLRQ��,W�GRHV�QRW�HVWDEOLVK�D�KLHUDUFK\�DPRQJ�SRRU
KRXVHKROGV�� 7KH� )�*�7� LQGH[��� KRZHYHU�� DOVR� WDNHV� LQWR� DFFRXQW� D
KRXVHKROG
V� DYHUDJH� VKRUWIDOO� IURP� WKH� SRYHUW\� OLQH� WKXV� LPSOLFLWO\
UHFRJQL]LQJ�WKH�GLIIHUHQFH�EHWZHHQ�D�KRXVHKROG�ZLWK�D�VPDOO� 
SRYHUW\�JDS


������������������������������������������
� 7KH� ODWWHU� FDYHDW� LV� FHUWDLQO\� WKH� PRUH� GDPQLQJ� RQH�� IURP� WKH� SRLQW� RI� YLHZ� RI
LQWHUWHPSRUDO�FRPSDULVRQV��,I�GLVWULEXWLRQDO�FKDQJHV�DUH�VL]HDEOH�RYHU�WLPH��DIIHFWLQJ�WKH
FHQWUDO�WHQGHQF\�RI�KRXVHKROG�LQFRPH�RU�H[SHQGLWXUH��LW�EHFRPHV�GLIILFXOW�WR�SLQ�GRZQ
WKH� IDFWRUV� WKDW� DUH� WKH�GULYLQJ� IRUFHV�RI�FKDQJHV� LQ� WKH�SRYHUW\� UDWH��1RWLFH��KRZHYHU
WKDW�UHDO�KRXVHKROG�H[SHQGLWXUH�DQG�LQFRPH�OHYHOV�LQ�.\UJ\]VWDQ�UHFRYHUHG�IDVWHU� WKDQ
H�J��� UHDO�ZDJHV� DQG� WKDW� UHDO� H[SHQGLWXUH� OHYHOV� LQ� ����� DUH� ODJJLQJ� UHDO� H[SHQGLWXUH
OHYHOV� LQ������E\�RQO\�DSSUR[LPDWHO\����SHU�FHQW��DQ�DUJXDEO\�VPDOO�SHUFHQWDJH�JLYHQ
WKH�RYHUDOO�GLPHQVLRQ�RI�VRFLDO�FKDQJH�

� 7KH�+HDGFRXQW�LQGH[�LV�GHILQHG�DV�IROORZV��+&� �S�Q�ZKHUH�S�LV�WKH�QXPEHU�RI�SRRU
KRXVHKROGV�DQG�Q�LV�WKH�WRWDO�QXPEHU�RI�KRXVHKROGV�

� 7KH�IRUPXOD�IRU�WKH�)�*�7�LQGH[�LV��)�*�7� �
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ZKHUH�]�LV�WKH�SRYHUW\

OLQH��\L�LV�WKH�LQFRPH�RI�SRRU�KRXVHKROG�L�DQG�e�LV�D�SRYHUW\�DYHUVLRQ�SDUDPHWHU��7KH�)�
*�7�LQGH[�LV�GXH�WR�)RVWHU�HW�DO���������



DQG�D�KRXVHKROG�ZLWK�D�ODUJH�
SRYHUW\�JDS
�DQG�LQFRUSRUDWLQJ�WKLV�GLIIHUHQFH
LQ�WKH�FRPSXWDWLRQ�RI�WKH�LQGH[�

7DEOH���FRQWDLQV�����SRYHUW\�LQGLFHV�IRU������DQG�������2I� WKHVH��RQO\��
SDLUV�DUH�FRPSDWLEOH�ZLWK�DQ�LQFUHDVH�LQ�SRYHUW\�EHWZHHQ��
SVHXGR�S�YDOXH

RI����������$OO� WKH�)�*�7� LQGLFHV� VXJJHVW� WKDW� SRYHUW\� GHFUHDVHG��7KLV� LV
GXH� WR� DQ� LQFUHDVH� LQ� WKH� UHODWLYH� DQG� DEVROXWH� H[SHQGLWXUH� OHYHOV� RI� WKH
SRRUHVW�KRXVHKROGV��$OO�WKH�+HDGFRXQW�LQGLFHV�IRU�WKH�UHODWLYH�SRYHUW\�OLQHV
LQGLFDWH�WKDW�SRYHUW\�LV�IDOOLQJ�DQG�SRYHUW\�GHFUHDVHV�DFURVV�WKH�ERDUG�LI�WKH

ORZHU
�SRYHUW\�OLQHV�DUH�XVHG�DV�FXW�RII�SRLQWV��VXJJHVWLQJ�WKDW�WKH�H[WHQW�RI
H[WUHPH�SRYHUW\�LV�VXEVWDQWLDOO\�UHGXFHG�EHWZHHQ������DQG������

8VLQJ� WKH� ����� XSSHU� SRYHUW\� OLQH� DV� D� FXW�RII� SRLQW� DQG� WKH� SHU� FDSLWD
HTXLYDOHQFH� VFDOH�� WKH� SURSRUWLRQ� RI� LPSRYHULVKHG� KRXVHKROGV� LQFUHDVHG
IURP�������SHU�FHQW�WR�������SHU�FHQW��+RZHYHU��XVLQJ�WKH�VDPH������XSSHU
SRYHUW\�OLQH�DQG�WKH�DUJXDEO\�YHU\�FRQVHUYDWLYH�HTXLYDOHQFH�VFDOH�e �����
SRYHUW\�GHFUHDVHV�VOLJKWO\�IURP�������SHU�FHQW�WR�������SHU�FHQW�

,I�WKH������SRYHUW\�OLQH�LV�XVHG�LQ�FRQMXQFWLRQ�ZLWK�WKH�2(&'�HTXLYDOHQFH
VFDOH�� D� VFDOH� WKRXJKW� WR� EH� FRQVLVWHQW� ZLWK� FRQVXPSWLRQ� SDWWHUQV� LQ
GHYHORSHG� PDUNHW� HFRQRPLHV�� WKH� VKDUH� RI� LPSRYHULVKHG� KRXVHKROGV� LV
KDOYHG��GURSSLQJ�IURP�������SHU�FHQW�WR�D�PHUH�������SHU�FHQW�

$W�WKH�WKUHH�TXDUWHUV�RI�PHGLDQ�SRYHUW\�FXW�RII�SRLQW�DSSOLHG�E\�*URRWDHUW
DQG�%UDLWKZDLWH��������WR�D�UDQJH�RI�WUDQVLWLRQ�HFRQRPLHV��WKH�SURSRUWLRQ�RI
SRRU�KRXVHKROGV�LQ�.U\J\]VWDQ�LV�UHGXFHG�E\���WR����SHU�FHQW�GHSHQGLQJ�RQ
WKH� VFDOH� IDFWRU�XVHG� �WKH�+HDGFRXQW� LQGH[�GHFUHDVHV� IURP�DSSUR[LPDWHO\
�����WR�DSSUR[LPDWHO\�������

,Q�VXPPDU\��RQH�PD\�VD\� WKDW�SRYHUW\�PHDVXUHV�DUH�YHU\� VHQVLWLYH� WR� WKH
DVVXPSWLRQV� PDGH� DERXW� HFRQRPLHV� RI� VFDOH� LQ� FRQVXPSWLRQ� DQG
GLIIHUHQFHV� LQ� QHHGV�� ,QWHUWHPSRUDO� FRPSDULVRQV� RI� SRYHUW\� UDWHV�PD\� EH
WUHDFKHURXV�DV�WKHUH�LV�FRQVLGHUDEOH�XQFHUWDLQW\�UHJDUGLQJ�WKH�DGHTXDF\�RI
HTXLYDOHQFH�VFDOHV�DQG�RI�WKH�SRYHUW\�OLQHV��2QH�PD\��KRZHYHU��FRQILGHQWO\
DVVHUW�WKDW�WKH�H[WHQW�RI�H[WUHPH�SRYHUW\�ZDV�FRQVLGHUDEO\�UHGXFHG�EHWZHHQ
����� DQG� ����� DQG� WKDW� TXLWH� SRVVLEO\� RYHUDOO� SRYHUW\� DOVR� FDPH� GRZQ�
DOWKRXJK�LW�LV�DOPRVW�LPSRVVLEOH�WR�DVVHUW�E\�KRZ�PXFK



�� &+$1*(6�,1�,1(48$/,7<����������

5HDO�KRXVHKROG� H[SHQGLWXUH�SHU� FDSLWD� IHOO� E\� DSSUR[LPDWHO\� ���� SHU� FHQW
EHWZHHQ�IDOO������DQG�IDOO�������$W� WKH�VDPH� WLPH�� LQHTXDOLW\��ZKLFK�KDG
FRQVLGHUDEO\� LQFUHDVHG� VLQFH� WKH� EHJLQQLQJ� RI� WKH� WUDQVLWLRQ�� VWDUWHG� WR
UHFHGH��VHH�7DEOH����

7KH�XELTXLWRXV�*LQL�FRHIILFLHQW��ZKLFK�FDQ�EH� LQWHUSUHWHG�DV� WKH�H[SHFWHG
H[SHQGLWXUH� JDS� EHWZHHQ� WZR� SHUVRQV� UDQGRPO\� VHOHFWHG� IURP� WKH
SRSXODWLRQ��GHFUHDVHV�IURP������WR������RQ�D�SHU�FDSLWD�EDVLV�DQG�WKH�*LQL
IRU�HTXLYDOL]HG�KRXVHKROG�H[SHQGLWXUH�GHFUHDVHV�IURP������WR������

7KH�$WNLQVRQ�LQGH[��±�ZKLFK�FDQ�EH�WKRXJKW�RI�DV�DQ�LQGH[�FRQVWUXFWHG�RQ
WKH� EDVLV� RI� D� VRFLDO� ZHOIDUH� IXQFWLRQ� ±� DQG� WKH� SHUFHQWDJH� GLIIHUHQFH
EHWZHHQ� WKH� WHQWK� DQG� WKH� QLQHWLHWK� SHUFHQWLOHV� RI� WKH� H[SHQGLWXUH
GLVWULEXWLRQ� FRQILUP� WKH� UHGXFWLRQ� LQ� LQHTXDOLW\� IRU� SHU� FDSLWD� DQG
HTXLYDOL]HG�KRXVHKROG�H[SHQGLWXUH�

7KH� 7KHLO� PHDVXUH� RI� HQWURS\��� DQG� WKH� UHODWLYH� PHDQ� GHYLDWLRQ� RI
KRXVHKROG� H[SHQGLWXUHV��� ±� URXJKO\� HTXDO� WR� WKH� DYHUDJH� SHUFHQWDJH
WUDQVIHU�IURP�WKRVH�DERYH�WKH�PHDQ�WR� WKRVH�EHORZ�WKH�PHDQ�QHFHVVDU\� WR
DFKLHYH�SHUIHFW�HTXDOLW\�±�\LHOG�DPELJXRXV�UHVXOWV��LQHTXDOLW\�LQFUHDVHV�LI�LW
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TABLE 4
DISTRIBUTION OF HOUSEHOLD EXPENDITURE AND INEQUALITY – KYRGYZSTAN 1993-97

1993
e=0.00 e=0.50 e=0.75 oecd e=0.80 e=0.90 e=1.00 per capita

inequality indices
I Atkinson 0.4049 0.3689 0.3700 0.3693 0.3720 0.3776 0.3855 0.3820
I Gini 0.4878 0.4611 0.4629 0.4620 0.4647 0.4697 0.4767 0.4736
I Theil 0.4140 0.3658 0.3704 0.3678 0.3740 0.3843 0.3986 0.3873
I relmeande 0.3588 0.3370 0.3392 0.3379 0.3408 0.3449 0.3503 0.3485
I p90/p10 2.8183 2.7184 2.7007 2.7440 2.7270 2.7564 2.7916 2.7955

percentile ratios
p10/p50 0.202 0.200 0.202 0.200 0.199 0.201 0.201 0.198
p25/p50 0.449 0.480 0.481 0.4620 0.482 0.482 0.488 0.494
p75/p25 1.330 3.744 3.787 3.737 3.784 3.827 3.844 3.757
p75/p50 1.942 1.796 1.823 1.806 1.825 1.846 1.877 1.855
p90/p10 15.824 14.455 14.181 14.410 14.598 14.740 15.245 15.593
p90/p50 3.193 2.890 2.869 2.884 2.909 2.965 3.063 3.081
p95/p90 1.324 1.301 1.317 1.307 1.322 1.336 1.324 1.279
p95/p50 4.255 3.789 3.822 3.806 3.873 3.969 4.078 3.975
p95/p25 9.630 8.112 7.973 7.891 8.084 8.288 5.696 8.115

decile shares
1st 0.0062 0.0074 0.0073 0.0073 0.0072 0.0071 0.0069 0.0070
2nd 0.0193 0.0217 0.0219 0.0219 0.0218 0.0215 0.0209 0.0209
3rd 0.0313 0.0355 0.0353 0.0355 0.0351 0.0347 0.0342 0.0347
4th 0.0455 0.0488 0.0489 0.0489 0.0486 0.0479 0.0469 0.0473
5th 0.0607 0.0660 0.0651 0.0657 0.0648 0.0638 0.0624 0.0623
6th 0.0801 0.0845 0.0834 0.0838 0.0830 0.0800 0.0808 0.0815
7th 0.1037 0.1062 0.1055 0.1054 0.1049 0.1038 0.1025 0.1031
8th 0.1360 0.1348 0.1360 0.1352 0.1362 0.1356 0.1347 0.1341
9th 0.1827 0.1826 0.1827 0.1820 0.1828 0.1838 0.1845 0.1879
10th 0.3345 0.3126 0.3140 0.3143 0.3155 0.3198 0.3262 0.3212
richest 5 % 0.2075 0.1907 0.1917 0.1910 0.1929 0.1963 0.2013 0.1968



TABLE 4 (continued)

1997
e=0.00 e=0.50 e=0.75 oecd e=0.80 e=0.90 e=1.00 per capita

inequality indices
I Atkinson 0.1847 0.1934 0.2166 0.2112 0.2278 0.2366 0.2525 0.2584
I Gini 0.3486 0.3603 0.3839 0.3783 0.3900 0.4032 0.4179 0.4232
I Theil 0.0677 0.2171 0.3552 0.3091 0.3896 0.4664 0.5547 0.5809
I relmeande 0.2493 0.2746 0.3071 0.2954 0.3154 0.3341 0.3554 0.3625
I p90/p10 1.6141 1.6176 1.6815 1.6942 1.7056 1.7609 1.8071 1.8309

percentile ratios
p10/p50 0.462 0.481 0.472 0.473 0.470 0.465 0.461 0.459
p25/p50 0.671 0.669 0.655 0.665 0.653 0.649 0.644 0.645
p75/p25 2.351 2.390 2.515 2.482 2.531 2.605 2.668 2.708
p75/p50 1.577 1.599 1.648 1.650 1.654 1.692 1.718 1.748
p90/p10 5.024 5.041 5.374 5.442 5.505 5.817 6.093 6.240
p90/p50 2.321 2.424 2.535 2.573 2.587 2.705 2.812 2.862
p95/p90 1.238 1.243 1.335 1.317 1.354 1.382 1.393 1.423
p95/p50 2.872 3.013 3.385 3.388 3.696 4.420 3.915 4.073
p95/p25 4.280 4.504 5.165 5.095 5.658 6.807 6.078 6.311

decile shares
1st 0.0501 0.0388 0.0313 0.0307 0.0296 0.0262 0.0230 0.0221
2nd 0.0628 0.0494 0.0413 0.0427 0.0385 0.0359 0.0334 0.0330
3rd 0.0669 0.0537 0.0432 0.0491 0.0438 0.0410 0.0369 0.0347
4th 0.0693 0.0600 0.0541 0.0531 0.0508 0.0466 0.0435 0.0427
5th 0.0811 0.0707 0.0611 0.0642 0.0610 0.0557 0.0531 0.0522
6th 0.0927 0.0827 0.0723 0.0738 0.0693 0.0678 0.0666 0.0667
7th 0.1035 0.0905 0.0926 0.0928 0.0903 0.0858 0.0788 0.0770
8th 0.1222 0.1197 0.1100 0.1133 0.1105 0.1086 0.1054 0.1041
9th 0.1471 0.1465 0.1462 0.1534 0.1482 0.1499 0.1522 0.1518
10th 0.2042 0.2881 0.3478 0.3269 0.3581 0.3826 0.4071 0.4156
richest 5 % 0.1263 0.1883 0.2351 0.2095 0.2438 0.2640 0.2941 0.3011

Atkinson inequality index computed for inequality aversion parameter equal to 1.
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/LNH� IRU� WKH� DQDO\VLV� RI� FKDQJHV� LQ� SRYHUW\� DFURVV� WLPH�� WKH� FRQFOXVLRQV
DERXW� LQWHUWHPSRUDO� FKDQJHV� LQ� LQHTXDOLW\� DUH� YHU\� VHQVLWLYH� WR� WKH
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VXEVWDQWLDOO\�UHGXFHG�EHWZHHQ������DQG������DQG�VLJQLILFDQW�LPSURYHPHQWV
LQ� WKH� OLYLQJ� VWDQGDUGV� RI� WKH� SRRUHVW� DV�ZHOO� DV� WKH� ULFKHVW� DUH� UHFRUGHG�
7KH� LPSURYHPHQWV� DW� WKH� ERWWRP� RI� WKH� H[SHQGLWXUH� GLVWULEXWLRQ� FDQ� EH
H[SODLQHG� E\� WKH� VWURQJ� JURZWK� LQ� WKH� DJULFXOWXUDO� VHFWRU� DQG� E\�ZHOIDUH
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WR� ZKRP� DFFUXHG� WKH� EXON� RI� WKH� EHQHILWV� IURP� WKH� SULYDWL]DWLRQ� RI
SUHYLRXVO\�VWDWH�RZQHG�HQWHUSULVHV�

�� '(7(50,1$176�2)�62&,$/�6758&785(��7+(25(7,&$/
&216,'(5$7,216�$1'�35(/,0,1$5<�$1$/<6,6

7KH�DQDO\VLV� LQ� WKLV� VHFWLRQ� LV�PDLQO\�GHVFULSWLYH��$� VHW� RI� FKDUDFWHULVWLFV
DUH� LGHQWLILHG� ZKLFK� DUH� H[SHFWHG� WR� EH� FRUUHODWHG� ZLWK� WKH� KRXVHKROG
V
ZHOIDUH� RU� VRFLDO� SRVLWLRQ�� 7KH� QDWXUH� RI� WKH� UHODWLRQVKLS� EHWZHHQ� WKH
VHOHFWHG� KRXVHKROG� FKDUDFWHULVWLFV� DQG� VRFLDO� FODVV� LV� H[SODLQHG�� 7KH
H[SODQDWRU\� YDULDEOHV� IDOO� LQWR� ILYH� FDWHJRULHV�� JHRJUDSKLF� ORFDWLRQ
YDULDEOHV�� KRXVHKROG� FRPSRVLWLRQ� YDULDEOHV�� VRFLR�GHPRJUDSKLF� YDULDEOHV�
YDULDEOHV� GHVFULELQJ� WKH�ZHDOWK� KROGLQJV� RI� WKH� KRXVHKROGV� DQG� YDULDEOHV
GHVFULELQJ�WKH�PDUNHW�DQG�QRQ�PDUNHW�DFWLYLWLHV�RI�WKH�KRXVHKROG�

)RU� UHDVRQV� H[SODLQHG� HDUOLHU�� LW� LV� DVVXPHG� WKDW� WKHVH� KRXVHKROG
FKDUDFWHULVWLFV� DUH� H[RJHQRXV� RYHU� WKH� VKRUW� WLPH� SHULRG� XQGHU
FRQVLGHUDWLRQ�KHUH�

6XPPDU\�VWDWLVWLFV�RI�WKH�H[SODQDWRU\�YDULDEOHV��SRSXODWLRQ�PHDQV��SRYHUW\
UDWHV�DQG�GHFRPSRVLWLRQ�E\�H[SHQGLWXUH�SHUFHQWLOHV��DUH�SURYLGHG�LQ�7DEOHV
��DQG���



TABLE 5
VARIABLE SUMMARIES, GEOGRAPHIC LOCATION VARIABLES – KYRGYZSTAN 1993 AND 1997

1993
all poor <10th 10th-25th 25th-50th 50th-75th 75th-90th >90th

Bishkek 0.1675 0.1813* 0.0464 0.0756 0.1178 0.1921 0.2302 0.3731
Chui 0.2471 0.3368* 0.1856 0.2234 0.2397 0.2500 0.2784 0.2902
Jalalaba 0.1141 0.4706* 0.1289 0.1684 0.1116 0.1074 0.0997 0.0622
Issuk Kul 0.0995 0.4042* 0.1289 0.1065 0.1095 0.0950 0.0893 0.0622
Narun 0.0455 0.5604* 0.0773 0.0790 0.0517 0.0289 0.0275 0.0311
Osh 0.2764 0.4486* 0.3608 0.3024 0.3099 0.2748 0.2199 0.1554
Talas 0.0497 0.4412* 0.0722 0.0447 0.0599 0.0517 0.0550 0.0259
rural 0.5675 0.4702* 0.8299 0.6873 0.5992 0.5145 0.4742 0.3627
urban 0.4325 0.2594* 0.1701 0.3127 0.4008 0.4855 0.5258 0.6373
Bishkek 0.1675 0.1813* 0.0464 0.0756 0.1178 0.1921 0.2302 0.3731
Chui, rural 0.1801 0.3439* 0.1495 0.1649 0.1612 0.1818 0.1993 0.2332
Chui, uran 0.0670 0.3178* 0.0361 0.0584 0.0785 0.0682 0.0790 0.0570
Jalalaba, rural 0.0576 0.6814* 0.1186 0.1168 0.0620 0.0310 0.0309 0.0104
Jalalaba, urban 0.0565 0.2500* 0.0103 0.0515 0.0496 0.0764 0.0687 0.0518
Issuk-Kul, rural 0.0644 0.5397* 0.1186 0.0893 0.0785 0.0475 0.0481 0.0104
Issuk-Kul, urban 0.0351 0.1493* 0.0103 0.0172 0.0310 0.0475 0.0412 0.0518
Narun, rural 0.0351 0.5714* 0.0567 0.0619 0.0475 0.0165 0.0172 0.0259
Narun, urban 0.0105 0.5238* 0.0206 0.0172 0.0041 0.0124 0.0103 0.0052
Osh, rural 0.1984 0.4753* 0.3196 0.2165 0.2190 0.2045 0.1409 0.0725
Osh, urban 0.0780 0.3800* 0.0412 0.0859 0.0909 0.0702 0.0790 0.0829
Talas, rural 0.0319 0.5000* 0.0670 0.0378 0.0310 0.0331 0.0378 0.0104
Talas, urban 0.0178 0.3235* 0.0052 0.0069 0.0289 0.0186 0.0172 0.0155



TABLE 5 (continued)

1997
all poor <10th 10th-25th 25th-50th 50th-75th 75th-90th >90th

Bishkek 0.1571 0.0314* 0.0000 0.0209 0.0211 0.1315 0.4536 0.6840
Chui 0.1416 0.0613* 0.0309 0.0543 0.1282 0.2459 0.2714 0.2524
Jalalaba 0.1135 0.5842* 0.2880 0.1817 0.1314 0.0946 0.0358 0.0000
Issuk Kul 0.1277 0.4754* 0.3015 0.2175 0.1725 0.1865 0.0948 0.0234
Narun 0.1135 0.8286* 0.1697 0.0952 0.0287 0.0126 0.0045 0.0006
Osh 0.2312 0.4713* 0.1462 0.3821 0.4658 0.2850 0.1178 0.0348
Talas 0.1154 0.5168* 0.0637 0.0483 0.0523 0.0439 0.0220 0.0048
rural 0.6144 0.5014* 0.9393 0.8195 0.7549 0.5884 0.2963 0.2095
urban 0.3856 0.1554* 0.0607 0.1805 0.2451 0.4116 0.7037 0.7905
Bishkek 0.1571 0.0314* 0.0000 0.0209 0.0211 0.1315 0.4536 0.6840
Chui, rural 0.1027 0.1478* 0.0309 0.0426 0.1091 0.1964 0.2010 0.1842
Chui, uran 0.0390 0.0816* 0.0000 0.0117 0.0191 0.0495 0.0703 0.0681
Jalalaba, rural 0.0849 0.6643* 0.2790 0.1643 0.0963 0.0685 0.0143 0.0000
Jalalaba, urban 0.0286 0.2486* 0.0090 0.0174 0.0351 0.0261 0.0215 0.0000
Issuk-Kul, rural 0.0872 0.6672* 0.2956 0.1841 0.1167 0.0696 0.0167 0.0115
Issuk-Kul, urban 0.0405 0.1521* 0.0059 0.0334 0.0557 0.1169 0.0782 0.0119
Narun, rural 0.0880 0.8758* 0.1462 0.0766 0.0213 0.0051 0.0024 0.0000
Narun, urban 0.0255 0.6558* 0.0235 0.0186 0.0074 0.0075 0.0022 0.0006
Osh, rural 0.1590 0.5073* 0.1360 0.3068 0.3629 0.2094 0.0453 0.0122
Osh, urban 0.0722 0.3627* 0.0101 0.0753 0.1029 0.0756 0.0725 0.0225
Talas, rural 0.0926 0.5211* 0.0515 0.0451 0.0487 0.0393 0.0165 0.0015
Talas, urban 0.0228 0.4839* 0.0123 0.0032 0.0037 0.0046 0.0054 0.0033

* denotes Headcount poverty index, poverty line is ’upper’ 1997 poverty line (adjusted for inflation), equivalence
scale is e=0.90.



TABLE 6
VARIABLE SUMMARIES, OTHER CHARACTERISTICS – KYRGYZSTAN 1993 AND 1997

1993
all poor <10th 10th-25th 25th-50th 50th-75th 75th-90th >90th

child dependency ratio (<6) 0.1230 0.1230 0.1558 0.1521 0.1319 0.1062 0.1084 0.0863
child dependency ratio (�6) 0.2012 0.2007 0.1989 0.2231 0.2221 0.1994 0.1580 0.1778
female 0.1832 0.3827* 0.1804 0.2062 0.1694 0.1756 0.1993 0.1969
male 0.8168 0.3794* 0.8196 0.7938 0.8306 0.8244 0.8007 0.8031
Kyrgyz 0.5073 0.4657* 0.7423 0.6117 0.5186 0.4534 0.4414 0.3627
Russian 0.2424 0.2716* 0.1186 0.1993 0.2169 0.2712 0.2793 0.3420
Uzbek 0.1136 0.3470* 0.0773 0.1065 0.1219 0.1346 0.1207 0.0725
other ethnicity 0.1366 0.2786* 0.0619 0.0825 0.1426 0.1408 0.1586 0.2228
primary school 0.1482 0.3966* 0.1771 0.1655 0.1393 0.1618 0.1306 0.1295
incomplete secondary 0.1843 0.3803* 0.1771 0.1759 0.1871 0.1846 0.1512 0.2435
complete secondary 0.1712 0.4787* 0.2813 0.2207 0.1580 0.1494 0.1340 0.1192
complete secondary and
professional training

0.2445 0.3941* 0.2031 0.2690 0.2661 0.2178 0.2577 0.2435

higher education 0.2518 0.2851* 0.1615 0.1690 0.2495 0.2863 0.3265 0.2642
own real estate (y/n) 0.0581 0.0565 0.0311 0.0344 0.0394 0.0620 0.0862 0.1088
own land (y/n) 0.5775 0.5756 0.4794 0.5464 0.6219 0.6033 0.5533 0.5648
wage income 0.2459 0.2438 0.1225 0.1697 0.2474 0.2872 0.2893 0.2942
self-employment income 0.0377 0.0373 0.0347 0.0329 0.0327 0.0426 0.0297 0.0554
pension income 0.1443 0.1492 0.2226 0.1645 0.1498 0.1376 0.1186 0.1238
social assistance income 0.0793 0.0789 0.1154 0.1061 0.0811 0.0621 0.0725 0.0472
agriculture income 0.3643 0.3634 0.3487 0.3979 0.3638 0.3821 0.3368 0.3110
private transfer income 0.0670 0.0662 0.0566 0.0515 0.0812 0.0492 0.0711 0.0939
property income 0.0020 0.0020 0.0000 0.0027 0.0026 0.0000 0.0050 0.0014
other income 0.0035 0.0034 0.0017 0.0059 0.0022 0.0042 0.0014 0.0056



TABLE 6 (continued)

1997
all poor <10th 10th-25th 25th-50th 50th-75th 75th-90th >90th

child dependency ratio (<6) 0.1125 0.1439 0.1459 0.1485 0.1433 0.1129 0.1033 0.0725
child dependency ratio (�6) 0.2194 0.2855 0.2662 0.2837 0.2710 0.2398 0.1975 0.1434
female 0.2489 0.3592* 0.2636 0.1799 0.1896 0.1731 0.2853 0.3685
male 0.7511 0.3755* 0.7364 0.8201 0.8104 0.8269 0.7147 0.6315
Kyrgyz 0.7167 0.4505* 0.9610 0.9003 0.8211 0.7121 0.5046 0.4103
Russian 0.1617 0.1026* 0.0247 0.0344 0.0585 0.1216 0.2805 0.3990
Uzbek 0.0413 0.3313* 0.0044 0.0443 0.0642 0.0628 0.0466 0.0145
other ethnicity 0.0803 0.1253* 0.0099 0.0210 0.0563 0.1035 0.1683 0.1761
primary school 0.2447 0.4396* 0.3575 0.2788 0.2528 0.2438 0.1849 0.1516
incomplete secondary 0.3466 0.4587* 0.4854 0.4365 0.3538 0.3251 0.2206 0.2139
complete secondary 0.0903 0.3973* 0.0847 0.1092 0.1083 0.0807 0.0922 0.0936
complete secondary and
professional training

0.1617 0.2701* 0.0402 0.1128 0.1602 0.1879 0.2047 0.2396

higher education 0.1567 0.1605* 0.0322 0.0626 0.1249 0.1625 0.2976 0.3013
own real estate (y/n) 0.0571 0.0278 0.0078 0.0279 0.0483 0.0671 0.1192 0.0890
own land (y/n) 0.5481 0.7337 0.8327 0.7150 0.6684 0.5255 0.2917 0.2623
wage income 0.4867 0.4865 0.3885 0.4746 0.5506 0.5248 0.6276 0.5138
self-employment income 0.0506 0.0324 0.0147 0.0388 0.0423 0.0350 0.0451 0.0670
pension income 0.1151 0.1341 0.1650 0.1424 0.1013 0.1081 0.0641 0.0448
social assistance income 0.0294 0.0419 0.0624 0.0373 0.0338 0.0264 0.0075 0.0064
agriculture income 0.1657 0.2023 0.2808 0.1906 0.1685 0.1497 0.0905 0.0610
private transfer income 0.0860 0.0663 0.0547 0.0821 0.0678 0.0839 0.0828 0.0948
property income 0.0454 0.0129 0.0103 0.0146 0.0142 0.0486 0.0750 0.2064
other income 0.0098 0.0082 0.0092 0.0080 0.0067 0.0092 0.0075 0.0057

* denotes Headcount poverty index, poverty line is ’upper’ 1997 poverty line (adjusted for inflation), equivalence scale is
e=0.90.



��� *HRJUDSKLFDO�ORFDWLRQ�YDULDEOHV
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IDFW�SK\VLFDOO\�VHSDUDWHG�LQWR�QRUWK�DQG�VRXWK�E\�WKH�PRXQWDLQ�UDQJH�7LDQ
6KDQ��.\UJ\]VWDQ�KDV�D� ODUJH� UXUDO�SRSXODWLRQ�EXW�RQO\�D� OLPLWHG�VWRFN�RI
IHUWLOH�IDUP�ODQG�

%HWZHHQ������DQG�������SRSXODWLRQ�PRYHPHQWV�DZD\�IURP�XUEDQ�FHQWUHV
WR�UXUDO�DUHDV�KDYH�WDNHQ�SODFH�DQG�WKH�UXUDO�SRSXODWLRQ�KDV�LQFUHDVHG�E\��
SHU�FHQW��WR�RYHU����SHU�FHQW�RI�WKH�WRWDO�SRSXODWLRQ�LQ������

7KH�%LVKNHN�DQG�&KXL�REODVWV�LQ�WKH�QRUWK�EHFRPH�OHVV�SRSXODWHG�DQG�PRUH
SURVSHURXV��,Q������RYHU����SHU�FHQW�RI�KRXVHKROGV�LQ�WKH�WRS�GHFLOH�RI�WKH
H[SHQGLWXUH�GLVWULEXWLRQ� OLYH� LQ� WKHVH�REODVWV�EXW� IHZHU� WKDQ���SHU� FHQW�RI
WKH� KRXVHKROGV� LQ� WKH� ERWWRP� GHFLOH�� +HDGFRXQW� SRYHUW\� UDWHV� DUH� ZHOO
EHORZ����SHU�FHQW�LQ�%LVKNHN�DQG�&KXL�

7KH�XUEDQ�UXUDO�GLYLGH�LV�DFFHQWXDWHG�RYHU�WKH�FRXUVH�RI�WKH�WUDQVLWLRQ��7KH
ULFK� DUH� LQFUHDVLQJO\� OLYLQJ� LQ� XUEDQ� DUHDV� ZKLOH� WKH� SRRU� SRSXODWLRQ
SUHGRPLQDQWO\� OLYHV� LQ� UXUDO�DUHDV�� ,Q���������SHU�FHQW�RI� WKH�SRRUHVW� WHQ
SHU�FHQW�OLYHG�LQ�UXUDO�DUHDV�ZKLOH�LQ���������SHU�FHQW�RI�WKH�SRRUHVW�WHQ�SHU
FHQW�DUH�UXUDOO\�EDVHG��7KH�SRYHUW\�UDWH�LQ�UXUDO�DUHDV�KDV�LQFUHDVHG�IURP���
WR����SHU�FHQW��7KH�DEVROXWH�QXPEHU�RI�UXUDO�SRRU�KDV��KRZHYHU��LQFUHDVHG
IDVWHU� WKDQ� WKDW� DV� WKH� UXUDO� SRSXODWLRQ� DOVR� LQFUHDVHG� GXULQJ� WKDW� SHULRG�
7KH� XUEDQ� SRYHUW\� UDWH� GHFUHDVHV� IURP� ��� WR� ��� SHU� FHQW� DQG� SRYHUW\
LQFUHDVHV�LQ�DOO�REODVWV�EDU�%LVKNHN�DQG�&KXL�

7KH�SRRUHVW�REODVW� LV� WKH�PRXQWDLQ�REODVW�1DUXQ�ZKHUH����SHU� FHQW�RI� DOO
KRXVHKROGV�ZHUH�SRRU�LQ�������7KH�VHFRQG�KLJKHVW�LQFLGHQFH�RI�SRYHUW\�LV
REVHUYHG� LQ� WKH� VRXWKHUQ� REODVW� RI� -DODODED� ZLWK� ��� SHU� FHQW� SRRU
KRXVHKROGV�� IROORZHG�E\� WKH�PRXQWDLQ�REODVW�7DODV�ZLWK�D�SRYHUW\� UDWH�RI
���SHU�FHQW�

��� +RXVHKROG�FRPSRVLWLRQ

7KH�DYHUDJH�KRXVHKROG�VL]HV�LQ�.\UJ\]VWDQ�DUH�PXFK�ODUJHU�WKDQ�LQ�ZHVWHUQ
FRXQWULHV�� ,Q������ WKH� DYHUDJH�KRXVHKROG� VL]H�ZDV� ��ZLWK� KRXVHKROG� VL]H
UDQJLQJ�IURP���WR�����,Q������WKH�DYHUDJH�KRXVHKROG�VL]H�KDG�LQFUHDVHG�WR
���ZLWK�VRPH�KRXVHKROGV�DV�ODUJH�DV����PHPEHUV�



7KH�XVH�RI�HTXLYDOHQFH�VFDOHV�LV�WKXV�QRW�RQO\�LPSRUWDQW�IURP�WKH�SRLQW�RI
YLHZ�RI�WKH�H[LVWHQFH�RI�HFRQRPLHV�RI�VFDOH�LQ�FRQVXPSWLRQ�DQG�GLIIHUHQFHV
LQ� QHHGV� EXW� DOVR� IURP� WKH� SRLQW� RI� YLHZ� RI� DFKLHYLQJ� LQWHU�KRXVHKROG
FRPSDUDELOLW\�RI�WKH�H[SHQGLWXUH�DQG�LQFRPH�LQIRUPDWLRQ�

$IWHU� VXLWDEOH� HTXLYDOL]DWLRQ� RI� KRXVHKROG� H[SHQGLWXUH�� RQH� ZRXOG� QRW
H[SHFW� D� V\VWHPDWLF� UHODWLRQVKLS� EHWZHHQ� KRXVHKROG� VL]H� DQG� KRXVHKROG
H[SHQGLWXUH� WR� H[LVW�� /DUJHU� KRXVHKROGV� ZLOO� W\SLFDOO\� FRPSULVH� PRUH
ZRUNLQJ�DJH� DGXOWV�� EXW� WKH\� ZLOO� DOVR� W\SLFDOO\� FRPSULVH� PRUH� \RXQJ
GHSHQGDQWV�DQG�HOGHUO\�KRXVHKROG�PHPEHUV��7KH�SRVLWLYH�HIIHFW�WKH�IRUPHU
KDV�RQ�WKH�KRXVHKROG
V�DFFHVV�WR�UHVRXUFHV�LV�LQ�DOO�OLNHOLKRRG�RIIVHW�E\�WKH
ODWWHU�HIIHFW�

2QH� PLJKW� KRZHYHU�� H[SHFW� WKH� H[LVWHQFH� RI� D� V\VWHPDWLF� UHODWLRQVKLS
EHWZHHQ�WKH�SUHVHQFH�RI�GHSHQGHQW�FKLOGUHQ�DQG�KRXVHKROG�ZHOIDUH�DV� WKH
SUHVHQFH�RI�GHSHQGHQW�FKLOGUHQ�LQ�WKH�KRXVHKROG�UHVWULFWV�WKH�ODERXU�PDUNHW
LQYROYHPHQW�RI�DGXOW�KRXVHKROG�PHPEHUV��<RXQJ�GHSHQGDQWV�LQ�SDUWLFXODU
JHQHUDOO\�UHTXLUH�WKH�IXOO�WLPH�DWWHQWLRQ�RI�DQ�DGXOW�

7KH�SUHVHQFH�RI�FKLOGUHQ�LQ�D�KRXVHKROG�PD\�DOVR�LQWHUDFW�ZLWK�LWV�ZHOIDUH
WKURXJK� DQ� DGGLWLRQDO� FKDQQHO�� 7KH� DYHUDJH� DJH� RI� DGXOW� KRXVHKROG
PHPEHUV�LQ�D�KRXVHKROG�ZLWK�FKLOGUHQ�LV�JHQHUDOO\�ORZHU�WKDQ�WKH�DYHUDJH
DGXOW� DJH� LQ� KRXVHKROGV� ZLWK� QR� FKLOGUHQ�� ,I� KRXVHKROG� PHPEHUV� DUH
\RXQJHU�� WKH\�ZLOO� JHQHUDOO\� KDYH� OHVV� SRWHQWLDO� DQG� DFWXDO� ODERXU�PDUNHW
H[SHULHQFH�DQG�ZLOO�WKHUHIRUH�FRPPDQG�D�ORZHU�ZDJH�

7KH� UHVXOWV� LQ� 7DEOH� �� VXJJHVW� WKH� H[LVWHQFH� RI� DQ� LQYHUVH� UHODWLRQVKLS
EHWZHHQ� WKH� FKLOG� GHSHQGHQF\� UDWLRV� DQG� KRXVHKROG�ZHOIDUH�� ,Q� ����� WKH
FKLOG� GHSHQGHQF\� UDWLR� IRU� FKLOGUHQ� \RXQJHU� WKDQ� VL[� \HDUV� ZDV� WZLFH� DV
KLJK� IRU� KRXVHKROGV� LQ� WKH� ERWWRP� GHFLOH� RI� WKH� H[SHQGLWXUH� GLVWULEXWLRQ
WKDQ� IRU� KRXVHKROGV� LQ� WKH� WRS� GHFLOH� �������� DJDLQVW� ��������� 3RRU
KRXVHKROGV� DOVR� H[KLELW� D� VLJQLILFDQWO\� KLJKHU� FKLOG� GHSHQGHQF\� UDWLR� IRU
FKLOGUHQ�DJHG���RU�ROGHU�WKDQ�EHWWHU�RII�KRXVHKROGV�

��� 6RFLR�GHPRJUDSKLF�YDULDEOHV

$�KRXVHKROG
V�ZHDOWK�DQG�WKH�HQVXLQJ�VRFLDO�VWDWXV�PD\�EH�LQKHULWHG�RU�QRW�
*HQHUDOO\� LQ� PDUNHW� HFRQRPLHV�� DQ� LPSRUWDQW� FRUUHODWH� RI� QRQ�LQKHULWHG
ZHDOWK�LV�KXPDQ�FDSLWDO��+XPDQ�FDSLWDO�PD\�EH�SUR[LHG�E\�HGXFDWLRQ��+HUH
WKH�OHYHO�RI�KXPDQ�FDSLWDO�HPERGLHG�LQ�D�KRXVHKROG�LQ�DSSUR[LPDWHG�E\�WKH
HGXFDWLRQ�RI�WKH�KRXVHKROG�KHDG��1RWLFH�DQ�LPSRUWDQW�FDYHDW��WKH�HGXFDWLRQ



YDULDEOHV� IRU� ����� DQG� ����� �7DEOH� �� DQG� WKHUHDIWHU�� DUH� QRW� VWULFWO\
FRPSDUDEOH�

+XPDQ� GHYHORSPHQW� LQGLFDWRUV� �H�J��� OLIH� H[SHFWDQF\�� OLWHUDF\� UDWHV�� IRU
.\UJ\]VWDQ� DUH� JHQHUDOO\� PXFK� KLJKHU� WKDQ� IRU� FRXQWULHV� DW� FRPSDUDEOH
VWDJHV� RI� HFRQRPLF� GHYHORSPHQW�� 7KLV� LV� FRQILUPHG� E\� WKH� HGXFDWLRQ
YDULDEOHV� LQ�7DEOH� ���2Q� DYHUDJH��.\UJ\]� KRXVHKROG� KHDGV� DUH� YHU\�ZHOO
HGXFDWHG�� ,Q� ����� RQH� TXDUWHU� RI� KRXVHKROG� KHDGV� KDG� UHFHLYHG� KLJKHU
HGXFDWLRQ� DQG� DOPRVW� ��� SHU� FHQW� RI� KRXVHKROG� KHDGV� KDG� FRPSOHWHG
VHFRQGDU\�VFKRRO�

'HVSLWH� .\UJ\]VWDQ
V� JRRG� UHFRUG� RQ� HGXFDWLRQ�� WKH� OHJDF\� RI� FHQWUDO
SODQQLQJ�DQG�WKH�EURDG�GLIIXVLRQ�RI�HGXFDWLRQ�ZLWK�YHU\�OLWWOH�VSHFLDOL]DWLRQ
VXJJHVW� WKDW� UHWXUQV� WR� HGXFDWLRQ�ZHUH� ORZ� GXULQJ� WKH� HDUO\� VWDJHV� RI� WKH
WUDQVLWLRQ��7KLV� LV� FRQILUPHG�E\� WKH� UHVXOWV� LQ�7DEOH����7KH�SUHVHQFH�RI� D
KRXVHKROG�KHDG�ZLWK�RQO\�SULPDU\�RU�LQFRPSOHWH�VHFRQGDU\�HGXFDWLRQ�GRHV
QRW� UHSUHVHQW� D� SDUWLFXODU� REVWDFOH� WR� WKH� KRXVHKROG� WR� UHDFK� WKH� KLJKHU
GHFLOHV�RI�WKH�H[SHQGLWXUH�GLVWULEXWLRQ��$W�WKH�VDPH�WLPH��RYHU�RQH�TXDUWHU
RI�KRXVHKROGV�ZLWK�D�KLJKHU�HGXFDWLRQ�KRXVHKROG�KHDG�DUH�SRRU�

7KH� UHWXUQV� WR� HGXFDWLRQ� LQ� ����� DUH� PRUH� LQ� OLQH� ZLWK� WKH� D� SULRUL
H[SHFWDWLRQV�� +RXVHKROGV� ZKRVH� KHDGV� KDYH� UHFHLYHG� DW� OHDVW� FRPSOHWH
VHFRQGDU\� HGXFDWLRQ� KDYH� D� ORZ� SUREDELOLW\� RI� EHORQJLQJ� WR� WKH� ORZHU
H[SHQGLWXUH�GHFLOHV��&RQYHUVHO\�� KRXVHKROGV�ZKHUH� WKH� KHDG� KDV� UHFHLYHG
OHVV� WKDQ� VHFRQGDU\� HGXFDWLRQ� KDYH� D� KLJK� SUREDELOLW\� RI� EHLQJ� SRRU� RU
EHORQJLQJ�WR�WKH�ORZHU�GHFLOHV�RI�WKH�H[SHQGLWXUH�GLVWULEXWLRQ�

:KLOH� HGXFDWLRQ� DSSHDUV� WR� JDLQ� LQ� LPSRUWDQFH� DV� D� YHKLFOH� WR� DFKLHYH
KLJKHU�VRFLDO�VWDWXV��.\UJ\]VWDQ�UHPDLQV�D�YHU\�WUDGLWLRQDOLVW�VRFLHW\�ZKHUH
NLQ�DQG�FODQ�UHODWLRQVKLSV�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKH�GHWHUPLQDWLRQ�RI�D
KRXVHKROG
V� VRFLDO� SRVLWLRQ�� 'HVSLWH� WKH� H[WHQVLYH� TXHVWLRQQDLUHV� RI� WKH
.036� DQG� /606� VXUYH\V�� LW� LV� H[WUHPHO\� GLIILFXOW� WR� LGHQWLI\� D� VHW� RI
YDULDEOHV� WKDW� FDSWXUH� WKHVH� FRPSOH[� UHODWLRQVKLSV�� 2QO\� WZR� YDULDEOHV� ±
JHQGHU� DQG� HWKQLF� RULJLQ� RI� WKH� KRXVHKROG� KHDG� ±� DUH� UHWDLQHG� LQ� WKH
DQDO\VLV� DOWKRXJK� WKHVH� DUH� DUJXDEO\� LPSHUIHFW� SUR[LHV� IRU� NLQ� DQG� FODQ
UHODWLRQVKLSV�

/LNH� WKH� RWKHU� &HQWUDO� $VLDQ� VXFFHVVRU� VWDWHV� RI� WKH� 6RYLHW� 8QLRQ�� WKH
.\UJ\]� 5HSXEOLF� LV� D� SUHGRPLQDQWO\� ,VODPLF� VWDWH�� 7KH� VRFLDO� VWDWXV� RI
ZRPHQ�ZDV�JHQHUDOO\�SUHGLFWHG�WR�EH�HURGHG�LQ�WKHVH�WUDGLWLRQDOLVW�VRFLHWLHV
DIWHU�WKH�FROODSVH�RI�FRPPXQLVW�UXOH��7KLV�GRHV�QRW�DSSHDU�WR�EH�WKH�FDVH�LQ
.\UJ\]VWDQ�ZKLFK�KDV�ODUJHO\�UHPDLQHG�D�VHFXODU�VRFLHW\��7DEOH���VXJJHVWV



WKDW� WKH�JHQGHU�RI� WKH�KRXVHKROG� KHDG� LV�QRW� V\VWHPDWLFDOO\� UHODWHG� WR� WKH
VRFLDO�VWDWXV�RI�WKH�KRXVHKROG��,Q�IDFW��LI�DQ\WKLQJ��WKH�ILJXUHV�VXJJHVW�WKDW
WKH� VRFLDO� SRVLWLRQ� RI� IHPDOH� KHDGHG� KRXVHKROGV� LPSURYHG� EHWZHHQ� ����
DQG������

/DUJH�VFDOH�PLJUDWLRQ�PRYHPHQWV�PDLQO\�UHODWHG�WR�HWKQLF�SROLFLHV�DW�KRPH
DQG�DEURDG� WULJJHUHG�D�SURIRXQG� WUDQVIRUPDWLRQ�RI� WKH�HWKQLF�FRPSRVLWLRQ
RI�WKH�.\UJ\]�VRFLHW\��0DQ\�HWKQLF�5XVVLDQV�ZKLFK�SUHYLRXVO\�FRQVWLWXWHG
WKH� ORFDO� HOLWHV� DQG� SURYLGHG� WKH�PDLQ� VRXUFH� RI� ODERXU� IRU� WKH� LQGXVWULDO
VHFWRU� UHWXUQHG� WR� 5XVVLD� DV� QHZO\� LQWURGXFHG� .\UJ\]� OHJLVODWLRQ
GLVFULPLQDWHG� DJDLQVW� WKHP� DQG� DV� HPSOR\PHQW� RSSRUWXQLWLHV� LQ� LQGXVWU\
GLVDSSHDUHG�DV�D�UHVXOW�RI�WKH�GH�LQGXVWULDOL]DWLRQ�RI�WKH�HFRQRP\�

7KH�UHVXOWV�LQ�7DEOH���VXJJHVW�WKDW�PDLQO\�SRRU�QRQ�.\UJ\]�HPLJUDWHG�IURP
.\UJ\]VWDQ��5XVVLDQV��LQ�SDUWLFXODU��PDLQWDLQ�D�VWURQJ�UHSUHVHQWDWLRQ�LQ�WKH
WRS� GHFLOH� RI� WKH� H[SHQGLWXUH� GLVWULEXWLRQ� DQG� SRYHUW\� UDWHV� DPRQJ� QRQ�
.\UJ\]�KRXVHKROGV�GHFOLQHG�EHWZHHQ������DQG�������,W�ZRXOG�DSSHDU�WKDW
WKH� EXON� RI� WKH� PLJUDWLRQ� PRYHPHQWV� EHWZHHQ� ����� DQG� ����� LQYROYHG
KRXVHKROGV�IURP�WKH�ORZHU�VRFLDO�UDQNV�DQG�WKDW�WKH�KLJKHVW�VRFLDO�VWUDWXP
JHQHUDOO\�UHPDLQHG�XQDIIHFWHG�E\�WKH�PLJUDWLRQ�PRYHPHQWV�WDNLQJ�SODFH�

��� 3K\VLFDO�FDSLWDO

2ZQHUVKLS� RI� SK\VLFDO� FDSLWDO� LV� D� NH\� GHWHUPLQDQW� RI� VRFLDO� UDQN� DQG
KRXVHKROGV� ZLWK� D� ODUJHU� VWRFN� RI� SK\VLFDO� FDSLWDO� ZLOO� JHQHUDOO\� EHQHILW
IURP�EHWWHU�DFFHVV�WR�FRQVXPDEOH�UHVRXUFHV��$V�D�UHVXOW�RI�WKH�SULYDWL]DWLRQ
RI� VWDWH�RZQHG� DVVHWV�� DFFHVV� WR� SK\VLFDO� FDSLWDO� ZDV� JUDQWHG� WR� WKH
SRSXODWLRQ�DW�ODUJH�DQG�SURSHUW\�PDUNHWV�VWDUWHG�WR�RSHUDWH�

+RXVHKROG� ZHDOWK� DQG� WKH� VWRFN� RI� SK\VLFDO� FDSLWDO� DUH� FDSWXUHG� E\� WZR
YDULDEOHV�� RZQHUVKLS� RI� UHDO� HVWDWH� �RWKHU� WKDQ� WKH� KRXVHKROG
V� GZHOOLQJ�
DQG�RZQHUVKLS�RI�DJULFXOWXUDO�ODQG��$OWKRXJK�WKH�.036�DQG�/606�VXUYH\V
LQFOXGH�LQIRUPDWLRQ�RQ�WKH�KRXVHKROG
V�VWRFN�RI�VDYLQJV��LW�ZDV�GHFLGHG�QRW
WR�XVH�WKLV�LQIRUPDWLRQ�LQ�WKH�SUHVHQW�FRQWH[W�DV�LW�LV�MXGJHG�WR�EH�XQUHOLDEO\
PHDVXUHG��PDQ\�PLVVLQJ�YDOXHV���,W�VKRXOG�DOVR�EH�SRLQWHG�RXW�WKDW�GXH�WR
VOLJKW�GLIIHUHQFHV�EHWZHHQ�WKH������DQG������TXHVWLRQQDLUHV�� WKH�SK\VLFDO
FDSLWDO�YDULDEOHV�DUH�QRW�VWULFWO\�FRPSDUDEOH�EHWZHHQ�WKH�WZR�\HDUV�

2ZQHUVKLS� RI� UHDO� HVWDWH� RWKHU� WKDQ� WKH� KRXVHKROG� GZHOOLQJ� LV� QRW� YHU\
GLIIXVHG��-XVW�XQGHU���SHU�FHQW�RI�KRXVHKROGV�SRVVHVV�DQ\�UHDO�HVWDWH�DQG�WKH
RZQHUVKLS� VKDUH�DSSHDUV� WR�EH� VWDEOH�RYHU� WLPH��5HDO� HVWDWH�RZQHUVKLS� LV�
KRZHYHU��FOHDUO\�KLJKO\�FRUUHODWHG�ZLWK�VRFLDO�VWDWXV�DQG�WKH�OLQN�DSSHDUV�WR



EH�VWUHQJWKHQLQJ�RYHU�WLPH��7KH�VKDUH�RI�SRRU�KRXVHKROGV�LQ�SRVVHVVLRQ�RI
UHDO�HVWDWH�FRQVLGHUDEO\�GHFUHDVHG�EHWZHHQ������DQG������

/DQG� RZQHUVKLS�� RQ� WKH� RWKHU� KDQG�� DSSHDUV� WR� EHFRPH� PRUH� KLJKO\
FRUUHODWHG�ZLWK�ORZHU�H[SHQGLWXUH�OHYHOV�DQG�VRFLDO�VWDWXV�RYHU�WLPH��:KLOH
WKH�VKDUH�RI�KRXVHKROGV�SRVVHVVLQJ�DJULFXOWXUDO� ODQG�UHPDLQV�PRUH�RU� OHVV
VWDEOH� WKURXJK� WLPH�� WKH� VKDUH� RI� SRRU� KRXVHKROGV� SRVVHVVLQJ� ODQG
VXEVWDQWLDOO\� LQFUHDVHV�� ,Q� ����� ��� SHU� FHQW� RI� SRRU� KRXVHKROGV� RZQHG
DJULFXOWXUDO� ODQG� ZKLOH� LQ� ����� ��� SHU� FHQW� RI� SRRU� KRXVHKROGV� ZHUH
ODQGRZQHUV�� 7KH� VKDUH� RI� ODQGRZQHUV� DPRQJ� WKH� KLJKHU� H[SHQGLWXUH
GLVWULEXWLRQ� GHFLOHV� GHFUHDVHG� RYHU� WKH� VDPH� SHULRG�� 7KHVH� UHVXOWV� DUH�
KRZHYHU�� FRQVLVWHQW� ZLWK� WKH� FRQYHUVLRQ� RI� WKH� .\UJ\]� HFRQRP\� LQWR� D
PDLQO\�DJULFXOWXUDOO\�EDVHG�HFRQRP\�

1RWLFH� WKDW� D� VWURQJ� FDVH� PD\� EH� SXW� IRUZDUG� WR� FRQVLGHU� WKH� SK\VLFDO
FDSLWDO� YDULDEOHV� WR� EH� HQGRJHQRXV� WR� WKH� H[SHQGLWXUH� PRGHO�� 7KLV� ZLOO
FHUWDLQO\�EH�WUXH�LQ�WKH�ORQJ�UXQ�DQG�PD\�HYHQ�DSSO\�WR�WKH�VKRUW�UXQ�WLPH
KRUL]RQ� FKRVHQ� IRU� WKH� SUHVHQW� VWDWLVWLFDO� DQDO\VLV��+RZHYHU�� WKH� SK\VLFDO
DVVHWV�YDULDEOHV�DUH�LPSRUWDQW�LQGLFDWRU�YDULDEOHV�IRU�VRFLDO�VWDWXV�DQG�WKHLU
LQFOXVLRQ�LQ�WKH�PRGHO� LV�DGMXGLFDWHG�WR�EH�RI�JUHDW� LPSRUWDQFH��,W�VKRXOG�
KRZHYHU��EH�FDXWLRQHG�DJDLQVW�DWWULEXWLQJ�VWULFW�FDXVDOLW\�IURP�WKH�SK\VLFDO
FDSLWDO� YDULDEOHV� WR� KRXVHKROG� H[SHQGLWXUH� DQG� VRFLDO� VWDWXV� LQ� WKH
LQWHUSUHWDWLRQ� RI� WKH� UHJUHVVLRQ� UHVXOWV� �*URRWDHUW� DQG� %UDLWKZDLWH� �����
����

��� 6RXUFHV�RI�LQFRPH��PDUNHW�DQG�QRQ�PDUNHW�DFWLYLWLHV

2I�DOO�WKH�VRFLDO�DQG�HFRQRPLF�FKDQJHV�EURXJKW�DERXW�E\�WKH� WUDQVLWLRQ�WR
WKH� PDUNHW�� FKDQJHV� LQ� WKH� IDFWRU� PDUNHWV� KDG�� E\� GHILQLWLRQ�� WKH� ODUJHVW
LPSDFW� RQ� KRXVHKROG� LQFRPH� DQG� H[SHQGLWXUH� GHFLVLRQV� DQG� FRQVLGHUDEO\
LQFUHDVHG� WKH� SRWHQWLDO� IRU� ERWK� XSZDUG� DQG� GRZQZDUG� VRFLDO� PRELOLW\
UHODWLYH�WR�WKH�SUH�WUDQVLWLRQ�SHULRG�

+RZHYHU�� ODERXU� IRUFH� VWDWXV� DQG� WKH� KRXVHKROG
V� LQWHUDFWLRQV� ZLWK� WKH
IDFWRU�PDUNHWV�DUH�UDWKHU�GLIILFXOW�WR�GHWHUPLQH�

7KH� GHWHUPLQDWLRQ� RI� WKH� KRXVHKROG
V� ODERXU� IRUFH� VWDWXV� LV� SDUWLFXODUO\
GLIILFXOW�� $W� WKH� KRXVHKROG� OHYHO� �WKH� H[SODQDWRU\� YDULDEOH� LV� KRXVHKROG
H[SHQGLWXUH���DYHUDJH�KRXVHKROG�VL]HV�DUH�ODUJH�DQG�WKH�ODERXU�IRUFH�VWDWXV
RI� LQGLYLGXDO� KRXVHKROG� PHPEHUV� H�J��� WKH� KRXVHKROG� KHDG�� PD\� RQO\
FRQWDLQ�OLPLWHG�LQIRUPDWLRQ�DERXW�WKH�UHODWLRQV�WKDW�WKH�KRXVHKROG�HQWHUWDLQV
ZLWK�WKH�ODERXU�PDUNHW�



$W� WKH� LQGLYLGXDO� OHYHO�� LW� LV� QRW� VWUDLJKWIRUZDUG� WR� GHWHUPLQH� WKH� ODERXU
IRUFH� VWDWXV� RI� LQGLYLGXDO� UHVSRQGHQWV� IURP� .036� DQG� /606
TXHVWLRQQDLUHV�� 5HJLVWHUHG� XQHPSOR\PHQW� LV� ORZ�� \HW� XQHPSOR\PHQW� DQG
XQGHUHPSOR\PHQW� DUH� SHUYDVLYH�� 7KH� VKDGRZ� HFRQRP\� HPSOR\V� DQ
HVWLPDWHG� RQH� PLOOLRQ� SHRSOH�� RYHU� KDOI� RI� WKH� HFRQRPLFDOO\� DFWLYH
SRSXODWLRQ��0DQ\� LQGLYLGXDOV� GLVFORVH� FRQFXUUHQW� VWDWXVHV� H�J��� UHWLUHG� RU
XQHPSOR\PHQW�EXW�ZRUNLQJ��PXOWLSOH�SDUW�WLPH�MREV��$VVLJQLQJ�LQGLYLGXDOV
WR�PXWXDOO\�H[FOXVLYH�FDWHJRULHV�H�J���HPSOR\HG��XQHPSOR\HG�RU�UHWLUHG�ZLOO
QRW� RQO\� LQYROYH� MXGJHPHQW� EXW� PD\� DOVR� EH� IUDXJKW� ZLWK� PHDVXUHPHQW
HUURU�

,Q� RUGHU� WR� RYHUFRPH� WKHVH� GLIILFXOWLHV�� WKH� ODERXU� IRUFH� VWDWXV� RI� WKH
KRXVHKROG� DQG� PRUH� JHQHUDOO\� WKH� KRXVHKROG
V� PDUNHW� DQG� QRQ�PDUNHW
DFWLYLWLHV�DUH�GHVFULEHG�XVLQJ�WKH�VRXUFHV�RI�KRXVHKROG�LQFRPHV��(LJKW�W\SHV
RI� LQFRPH� DUH� GHILQHG�� ZDJH� LQFRPH�� VHOI�HPSOR\PHQW� LQFRPH�� SHQVLRQ
LQFRPH�� QRQ�SHQVLRQ� WUDQVIHU� LQFRPH� �VRFLDO� DVVLVWDQFH��� DJULFXOWXUDO
LQFRPH��SULYDWH�WUDQVIHU�LQFRPH��KHOS�UHFHLYHG�IURP�UHODWLYHV�DQG�IULHQGV��
SURSHUW\�LQFRPH�DQG�RWKHU�LQFRPH�VRXUFHV��7KH�YDULDEOHV�RI�LQWHUHVW�DUH�WKH
UHVSHFWLYH�LQFRPH�VKDUHV��7KH�GHILQLWLRQV�RI�WKH�LQFRPH�FDWHJRULHV�PD\�QRW
EH�VWULFWO\�FRPSDUDEOH�DFURVV�\HDUV�

7KH� LQFRPH� GDWD� DUH� VXPPDUL]HG� LQ� 7DEOH� ��� ,Q� ����� KRXVHKROGV� LQ� WKH
ORZHU� H[SHQGLWXUH� GHFLOHV� UHFHLYH� ORZHU� WKDQ� DYHUDJH� VKDUHV� RI� ZDJH
LQFRPH� DQG� KLJKHU� WKDQ� DYHUDJH� VKDUHV� RI� WUDQVIHU� �SHQVLRQ� DQG� QRQ�
SHQVLRQ�� LQFRPH�� +RXVHKROGV� LQ� WKH� KLJKHU� H[SHQGLWXUH� GHFLOHV� UHFHLYH
KLJKHU� WKDQ�DYHUDJH�VKDUHV�RI�ZDJH�� VHOI�HPSOR\PHQW�DQG�SULYDWH� WUDQVIHU
LQFRPH�DQG�ORZHU�WKDQ�DYHUDJH�VKDUHV�RI�WUDQVIHUV�

7KH������GDWD�H[KLELWV�VLPLODU�SDWWHUQV�WR�WKH������GDWD��+RZHYHU��SURSHUW\
LQFRPH� DV� D� VRXUFH� RI� LQFRPH� IRU� EHWWHU�RII� KRXVHKROGV� EHFDPH
VLJQLILFDQWO\� PRUH� LQ� LPSRUWDQW�� 7KH� UROH� RI� DJULFXOWXUH� LQFRPH
VXEVWDQWLDOO\�GHFOLQHV�DPRQJ�KLJKHVW�GHFLOHV�

7KH�SUHOLPLQDU\�DQDO\VLV�RI�WKH�KRXVHKROG�LQFRPH�VKDUHV�RIIHUV�HYLGHQFH�RI
WKH� VWDELOL]DWLRQ� RI� WKH� HFRQRP\� DQG� D� JUHDWHU� 
PDUNHW� RULHQWDWLRQ
� RI� WKH
HFRQRP\�� :DJH�� VHOI�HPSOR\PHQW� DQG� SURSHUW\� LQFRPH� VKDUHV� LQFUHDVH
ZKLOH�DJULFXOWXUH�LQFRPH�VKDUHV�GHFUHDVHV��7KH�VKDUH�RI�SXEOLF�WUDQVIHUV�LV
UHGXFHG�DQG�WKH�VKDUH�RI�SULYDWH�WUDQVIHUV�LQFUHDVHV�
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7KH� SUHYLRXV� VHFWLRQ� SURYLGHV� D� GHVFULSWLYH� DQDO\VLV� RI� FKDQJHV� WR� WKH
VRFLDO� VWUXFWXUH� LQ�.\UJ\]VWDQ� GXULQJ� WKH� WUDQVLWLRQ� WR� WKH�PDUNHW�� ,Q� WKLV
VHFWLRQ�� WKLV� GHVFULSWLYH� DQDO\VLV� LV� FRPSOHPHQWHG� ZLWK� D� ULJRURXV
PXOWLYDULDWH�DQDO\VLV�

$�VHPL�ORJDULWKPLF�YHUVLRQ�RI�WKH�UHGXFHG�IRUP�HTXDWLRQ�����LV�HVWLPDWHG�
ILUVW�E\�RUGLQDU\�OHDVW�VTXDUHV�DQG�WKHQ�E\�TXDQWLOH�UHJUHVVLRQV��7KH�VHPL�
ORJDULWKPLF� IRUP� LV� SUHIHUUHG� WR� OLQHDU� IRUP� DV� KRXVHKROG� H[SHQGLWXUH� LV
DSSUR[LPDWHO\�ORJ�QRUPDOO\�GLVWULEXWHG�DQG�KLJKO\�VNHZHG�WR�WKH�OHIW�

7DEOH���UHSRUWV�2/6�UHJUHVVLRQ�FRHIILFLHQWV�DQG�VWDQGDUG�HUURUV�IRU�WKH�ORJ
H[SHQGLWXUH�PRGHO�RI�VRFLDO�VWDWXV�

7KH� PRGHO� LV� UREXVW� WR� WKH� FKRLFH� RI� HTXLYDOHQFH� VFDOHV� L�H��� DOWKRXJK
UHVXOWV�DUH�RQO\�UHSURGXFHG�IRU�WKH�VFDOH�HODVWLFLW\�IDFWRU�e ������WKH�PRGHO
JHQHUDOO\�\LHOGV�WKH�VDPH�TXDOLWDWLYH�UHVXOWV��UHJDUGOHVV�RI�WKH�HTXLYDOHQFH
VFDOH�XVHG���

7KH�DGMXVWHG�PRGHO�5��IRU�WKH������UHJUHVVLRQ�LV�YHU\�ORZ��2QO\�RQH�ILIWK
RI� WKH�YDULDWLRQ�LQ� ORJ�H[SHQGLWXUH� LV�H[SODLQHG�E\� IDFWRUV� LQFOXGHG� LQ� WKH
PRGHO�� 7KH� PRGHO� ILW� VXEVWDQWLDOO\� LPSURYHV� IRU� ����� UHJUHVVLRQ
�5� ��������

7KH�2/6�PRGHO�DSSHDUV�WR�EH�ZHOO�VSHFLILHG��7KH�WZR�ZD\�GLDJQRVWLF�SORW
RI�UHVLGXDOV�YHUVXV�ILWWHG�YDOXHV�GRHV�QRW�UHYHDO�DQ\�V\VWHPDWLF�SDWWHUQV��$
5(6(7�WHVW��5DPVH\�������UHMHFWV�WKH�K\SRWKHVLV�RI�RPLWWHG�YDULDEOHV��7KH
PRGHO� LV� QRW� KHWHURVFHGDVWLF� DQG� QR� HYLGHQFH� LV� IRXQG� RI� VLJQLILFDQW
PXOWLFROOLQHDULW\�EHWZHHQ�WKH�PRGHO�FRYDULDWHV�

,Q�WKH������PRGHO��UHJLRQDO�YDULDEOHV��FKLOG�GHSHQGHQF\�UDWLRV�DQG�ZHDOWK
SUR[LHV� DUH� KLJKO\� VLJQLILFDQW�� 7KH� HGXFDWLRQDO� DQG� PDUNHW�QRQ�PDUNHW
DFWLYLWLHV� YDULDEOHV� H[KLELW� OLPLWHG� H[SODQDWRU\� SRZHU� ZKLOH� JHQGHU� DQG
HWKQLFLW\� RI� WKH� KRXVHKROG� KHDG� GR� QRW� FRQWULEXWH� VLJQLILFDQWO\� WR� WKH
H[SODQDWLRQ�RI�VRFLDO�VWDWXV�LQ�.\UJ\]VWDQ�LQ������

������������������������������������������
�� 7KLV�LV�QRW�WUXH��KRZHYHU��RI�WKH�PRGHOV�XVLQJ�DV�GHSHQGHQW�YDULDEOH�WKH�ORJ�RI�SHU
FDSLWD�KRXVHKROG�H[SHQGLWXUH�RU�XQDGMXVWHG�KRXVHKROG�H[SHQGLWXUH�



TABLE 7
REGRESSION ANALYSIS, ORDINARY LEAST SQUARES – KYRGYZSTAN

1993 AND 1997

1993 1997

coefficient standard
error

coefficient standard
error

Chui, rural -0.5169 *** (0.0889) -0.3922 *** (0.0503)
Chui, urban -0.4864 *** (0.0973) -0.3345 *** (0.0629)
Jalalaba, rural -1.1477 *** (0.1181) -1.1093 *** (0.0554)
Jalalaba, urban -0.2484 *** (0.0956) -0.7044 *** (0.0651)
Issuk-Kul, rural -1.1805 *** (0.1402) -1.1685 *** (0.0605)
Issuk-Kul, urban -0.1095 (0.1141) -0.6742 *** (0.0613)
Narun, rural -1.0662 *** (0.2027) -1.4065 *** (0.0563)
Narun, urban -0.5038 ** (0.2529) -1.0303 *** (0.0759)
Osh, rural -0.8303 *** (0.0970) -0.8896 *** (0.0482)
Osh, urban -0.5185 *** (0.1002) -0.6564 *** (0.0541)
Talas, rural -0.6307 *** (0.1484) -0.9178 *** (0.0579)
Talas, urban -0.4049 ** (0.1946) -0.7477 *** (0.1071)
child dependency ratio (<6) -0.6763 *** (0.1800) -0.6859 *** (0.0776)
child dependency ratio (�6) -0.3417 *** (0.1294) -0.5818 *** (0.0572)
male 0.0565 (0.0683) -0.0311 (0.0281)
Russian 0.0872 (0.0742) 0.1989 *** (0.0383)
Uzbek 0.2865 *** (0.0781) 0.0897 (0.0553)
other ethnicity 0.2551 *** (0.0801) 0.1174 ** (0.0493)
incomplete secondary 0.1397 (0.0871) 0.0426 (0.0313)
complete secondary -0.0336 (0.0983) 0.0282 (0.0412)
complete secondary and
professional training

0.2135 ** (0.0871) 0.1375 *** (0.0365)

higher education 0.3163 *** (0.0835) 0.2701 *** (0.0378)
own real estate (y/n) 0.2323 ** (0.1080) 0.1394 *** (0.0454)
own land (y/n) 0.1766 *** (0.0565) 0.0679 ** (0.0327)
self-employment income -0.0783 (0.1568) 0.2540 *** (0.0880)
pension income -0.5293 *** (0.1201) -0.2670 *** (0.0663)
social assistance income -0.6072 *** (0.1707) -0.2967 ** (0.1260)
agriculture income 0.1218 (0.0924) 0.1663 *** (0.0585)
private transfer income -0.1741 (0.1385) 0.0266 (0.0683)
property income 0.3855 (0.7670) 0.1722 ** (0.0826)
other income 0.1446 (0.8910) 0.2228 (0.2426)
constant 5.1095 *** (0.1318) 9.5375 *** (0.0516)

R2 0.1798 0.5284

*** significant at 1 per cent level, ** significant at 5 per cent level, * significant at 10
per cent level.



,Q� WKH� ����� YHUVLRQ� RI� WKH� VRFLDO� FODVV� PRGHO�� WKH� VDPH� H[SODQDWRU\
YDULDEOHV� WKDW�ZHUH�KLJKO\�VLJQLILFDQW� LQ������UHPDLQ�KLJKO\�VLJQLILFDQW�LQ
������ ,Q� DGGLWLRQ�� WKH� VLJQLILFDQFH� RI� WKH� PDUNHW�QRQ�PDUNHW� DFWLYLWLHV
YDULDEOHV� LPSURYHV�� *HQGHU�� HWKQLFLW\� DQG�� WR� D� OHVVHU� H[WHQW�� HGXFDWLRQ�
PDLQWDLQ�ORZ�H[SODQDWRU\�SRZHU�

6LJQ� UHYHUVDOV� DFURVV� WLPH� RFFXU� IRU� WKH� JHQGHU� �PDOH�� GXPP\� �IURP
SRVLWLYH�WR�QHJDWLYH���WKH�HGXFDWLRQ�GXPP\�IRU�FRPSOHWH�VHFRQGDU\�VFKRRO
�IURP� QHJDWLYH� WR� SRVLWLYH��� WKH� VKDUH� RI� VHOI�HPSOR\PHQW� LQFRPH� �IURP
QHJDWLYH� WR� SRVLWLYH�� DQG� WKH� VKDUH� RI� SULYDWH� WUDQVIHU� LQFRPH� �IURP
QHJDWLYH�WR�SRVLWLYH���7KHVH�VLJQ�UHYHUVDOV�DUH�JHQHUDOO\�LQ�DFFRUGDQFH�ZLWK
WKH�H[SHFWDWLRQ�WKDW�PDUNHW�IRUFHV�SOD\�D�JUHDWHU�UROH�LQ�GHWHUPLQLQJ�VRFLDO
VWDWXV�DIWHU�WKH�WUDQVLWLRQ�

7KH� 2/6� HVWLPDWRU� LPSRVHV� SDUDPHWHU� FRQVWDQF\� WKURXJKRXW� WKH
GLVWULEXWLRQ�L�H���WKH�HIIHFW�RI�WKH�FRYDULDWHV�RQ�KRXVHKROG�H[SHQGLWXUH�LV�WKH
VDPH��UHJDUGOHVV�RI�WKH�KRXVHKROG
V�SRVLWLRQ�LQ�WKH�H[SHQGLWXUH�GLVWULEXWLRQ�
7KLV�UHVWULFWLRQ�LV�VHHQ�DV�WRR�OLPLWLQJ�IRU�D�PRGHO�WKDW�LV�WU\LQJ�WR�H[SODLQ
FKDQJHV� LQ� VRFLDO� VWUXFWXUH� L�H��� FKDQJHV� WKDW� RFFXU� WKURXJKRXW� WKH� HQWLUH
GLVWULEXWLRQV�RI�LQFRPH��H[SHQGLWXUH�DQG�ZHDOWK��)RU�WKLV�UHDVRQ��D�TXDQWLOH
UHJUHVVLRQ� PRGHO� LV� HVWLPDWHG�� 4XDQWLOH� UHJUHVVLRQV� GHVFULEH� WKH� HQWLUH
FRQGLWLRQDO� GLVWULEXWLRQ� RI� WKH� GHSHQGHQW� YDULDEOH�� 'LIIHUHQW� HVWLPDWHG
FRHIILFLHQWV� DW� GLIIHUHQW� TXDQWLOHV� PD\� EH� LQWHUSUHWHG� DV� GLIIHUHQW
EHKDYLRXUDO�UHVSRQVHV�WR�FKDQJHV�LQ�WKH�FRYDULDWHV�DW�GLIIHUHQW�SRLQWV�LQ�WKH
FRQGLWLRQDO�GLVWULEXWLRQ�RI�WKH�GHSHQGHQW�YDULDEOH�

4XDQWLOH�UHJUHVVLRQV�RI�WKH�ORJ�RI�KRXVHKROG�H[SHQGLWXUH�DUH�HVWLPDWHG�IRU
WKH���WK����WK����WK����WK�DQG���WK�SHUFHQWLOHV��7KH�UHVXOWV�DUH�SUHVHQWHG�LQ
7DEOH����������DQG�7DEOH�����������6WDQGDUG�HUURUV�DUH�ERRWVWUDSSHG�XVLQJ
����UHSOLFDWLRQV�

7KH� TXDQWLOH� UHJUHVVLRQ� PRGHOV� SURYLGH� D� SRRU� ILW� LQ� ������ 7KH� ORZHVW
SVHXGR�5��RI��������LQ�UHFRUGHG�IRU�WKH���WK�SHUFHQWLOH�RI�WKH�H[SHQGLWXUH
GLVWULEXWLRQ�ZKLOH�WKH�EHVW�ILW��SVHXGR�5��RI���������LV�REWDLQHG�IRU�WKH���WK
SHUFHQWLOH�� 7KH� PRGHO� ILW� LV� EHWWHU� DW� WKH� ERWWRP� RI� WKH� H[SHQGLWXUH
GLVWULEXWLRQ�WKDQ�DW�LWV�WRS�

7KH�ILW�VLJQLILFDQWO\�LPSURYHG�IRU�WKH������TXDQWLOH�UHJUHVVLRQV��7KH�ORZHVW
SVHXGR� 5�� LV� HTXDO� WR� ������� IRU� WKH� ��WK� SHUFHQWLOH�� 7KH� PRGHO� QRZ
SURYLGHV�D�EHWWHU�ILW�IRU�WKH�KLJKHU�SHUFHQWLOHV�WKDQ�IRU�WKH�ORZHU�SHUFHQWLOHV�
7KH�LPSURYHPHQW�LQ�WKH�PRGHO�ILW�RYHU� WLPH�DQG�WKH�UHYHUVDO�RI� WKH�ILW�E\





TABLE 8
REGRESSION ANALYSIS, QUANTILE REGRESSIONS – KYRGYZSTAN 1993

quantile 0.10 quantile 0.25 quantile 0.50 quantile 0.75 quantile 0.90
coeff. st. error coeff. st. error coeff. st. error coeff. st. error coeff. st. error

Chui, rural -0.5593 *** (0.1688) -0.5645 *** (0.1031) -0.4394 *** (0.0935) -0.3296 *** (0.0857) -0.4233 *** (0.1076)
Chui, urban -0.4763 *** (0.1627) -0.5173 *** (0.1046) -0.4645 *** (0.1269) -0.5124 *** (0.1334) -0.4888 *** (0.1289)
Jalalaba, rural -1.5005 *** (0.2854) -1.3269 *** (0.1658) -1.2475 *** (0.1341) -1.0657 *** (0.1849) -0.8931 *** (0.1716)
Jalalaba, urban -0.2920 (0.2028) -0.2788 * (0.1543) -0.2246 ** (0.1104) -0.3037 ** (0.1318) -0.3900 *** (0.1461)
Issuk-Kul, rural -1.8605 *** (0.3282) -1.3960 *** (0.2647) -1.0336 *** (0.1284) -0.8414 *** (0.1531) -0.7855 *** (0.1779)
Issuk-Kul, urban -0.2455 (0.1993) -0.1366 (0.1667) -0.2418 ** (0.1171) -0.2163 (0.1364) -0.3229 ** (0.1419)
Narun, rural -1.3587 ** (0.6231) -1.2473 *** (0.2528) -0.8391 *** (0.1804) -0.7913 *** (0.1672) -0.5789 ** (0.2919)
Narun, urban -0.8396 ** (0.3330) -1.1445 *** (0.4154) -0.3996 (0.4194) -0.2022 (0.1961) -0.5642 ** (0.2650)
Osh, rural -1.2249 *** (0.2332) -0.8579 *** (0.1699) -0.7169 *** (0.0983) -0.7066 *** (0.1029) -0.7914 *** (0.1584)
Osh, urban -0.6279 *** (0.2151) -0.6474 *** (0.1385) -0.5563 *** (0.1206) -0.4550 *** (0.1093) -0.4909 *** (0.1527)
Talas, rural -0.7511 *** (0.2858) -0.7039 *** (0.2504) -0.6913 *** (0.1737) -0.6096 *** (0.1649) -0.6359 *** (0.2464)
Talas, urban -0.2866 (0.5376) -0.4217 * (0.2278) -0.5656 *** (0.2058) -0.3581 * (0.2099) -0.4041 (0.3135)
child dep. ratio
(<6)

-1.0692 *** (0.3583) -0.8118 *** (0.3060) -0.7781 *** (0.1828) -0.6777 *** (0.1736) -0.3988 (0.2567)

child dep. ratio
(�6)

-0.2993 (0.2756) -0.3340 (0.2041) -0.4617 *** (0.1455) -0.5651 *** (0.1294) -0.2028 (0.2091)

male 0.1668 (0.1207) 0.1151 (0.1003) 0.0208 (0.0637) -0.0378 (0.0719) 0.0230 (0.0889)
Russian 0.1249 (0.1332) 0.0266 (0.1227) -0.0244 (0.0784) 0.0459 (0.0902) 0.0892 (0.1064)
Uzbek 0.3344 * (0.2012) 0.2850 ** (0.1198) 0.2793 *** (0.0874) 0.1667 * (0.0894) 0.0960 (0.1368)
other ethnicity 0.1378 (0.1796) 0.1778 (0.1176) 0.1574 * (0.0954) 0.2572 *** (0.0744) 0.1619 (0.1077)
incomplete
secondary

0.0563 (0.1803) 0.2016 * (0.1184) 0.0940 (0.0942) 0.1664 (0.1020) 0.1282 (0.1058)

complete
secondary

-0.1254 (0.2070) -0.1182 (0.1429) -0.0188 (0.1079) 0.0424 (0.1133) 0.0789 (0.1328)



TABLE 8 (continued)

quantile 0.10 quantile 0.25 quantile 0.50 quantile 0.75 quantile 0.90
coeff. st. error coeff. st. error coeff. st. error coeff. st. error coeff. st. error

complete
secondary and
prof. training

0.2601 * (0.1578) 0.1866 (0.1263) 0.1691 (0.1050) 0.2230 ** (0.1056) 0.0980 (0.1010)

higher
education

0.3281 * (0.1685) 0.3125 *** (0.1183) 0.3115 *** (0.0854) 0.1868 * (0.1014) 0.1483 (0.1107)

own real estate
(y/n)

0.3716 (0.2963) 0.2458 (0.1524) 0.3031 ** (0.1312) 0.2916 *** (0.1106) 0.1629 (0.1524)

own land (y/n) 0.2556 ** (0.1046) 0.3417 *** (0.0819) 0.1681 *** (0.0644) 0.0692 (0.0552) 0.1588 * (0.0814)
self-
employment
income

0.1414 (0.2446) -0.0835 (0.1880) -0.1670 (0.1819) -0.2080 (0.2292) -0.1543 (0.2204)

pension income -1.0986 *** (0.2419) -0.6093 *** (0.1796) -0.4315 *** (0.1199) -0.4604 *** (0.1381) -0.2946 * (0.1672)
social
assistance
income

-0.8199 (0.5511) -0.4385 * (0.2536) -0.5107 *** (0.1440) -0.3934 *** (0.1147) -0.3804 * (0.2291)

agriculture
income

0.0606 (0.2075) 0.0127 (0.1451) 0.1033 (0.0915) 0.1155 (0.0793) -0.0732 (0.1167)

private transfer
income

-0.1182 (0.2765) -0.2657 (0.1725) -0.2307 (0.1445) -0.1349 (0.2230) 0.0782 (0.1570)

property income -1.0293 (1.4350) -0.2305 (1.5078) 0.0157 (1.3731) 0.8760 (1.0883) 0.3401 (1.1232)
other income -1.2417 (2.3427) -0.9278 (1.9446) 0.9936 (1.3297) 0.3260 (0.7493) -0.3730 (1.1537)
constant 4.0926 *** (0.2478) 4.5761 *** (0.2032) 5.2974 *** (0.1312) 5.8802 *** (0.1475) 6.2805 *** (0.1626)
R2 0.1492 0.1131 0.1008 0.0924 0.0804

*** significant at 1 per cent level, ** significant at 5 per cent level, * significant at 10 per cent level.



TABLE 9
REGRESSION ANALYSIS, QUANTILE REGRESSIONS – KYRGYZSTAN 1997

quantile 0.10 quantile 0.25 quantile 0.50 quantile 0.75 quantile 0.90
coeff. st. error coeff. st. error coeff. st. error coeff. st. error coeff. st. error

Chui, rural -0.4872 *** (0.0811) -0.4511 *** (0.0653) -0.3688 *** (0.0547) -0.4282 *** (0.0677) -0.4188 *** (0.1215)
Chui, urban -0.3194 *** (0.1197) -0.3764 *** (0.0781) -0.3181 *** (0.0813) -0.3357 *** (0.1009) -0.3380 *** (0.1258)
Jalalaba, rural -1.2112 *** (0.1301) -1.1473 *** (0.0719) -1.0458 *** (0.0655) -1.0345 *** (0.0856) -1.1577 *** (0.0839)
Jalalaba, urban -0.5699 *** (0.1050) -0.6722 *** (0.0534) -0.7067 *** (0.0866) -0.7397 *** (0.0955) -0.7342 *** (0.1696)
Issuk-Kul, rural -1.2362 *** (0.1358) -1.2109 *** (0.0866) -1.0924 *** (0.0732) -1.1848 *** (0.0719) -1.2129 *** (0.1081)
Issuk-Kul, urban -0.7483 *** (0.1175) -0.7767 *** (0.0938) -0.6362 *** (0.0690) -0.6996 *** (0.0921) -0.7099 *** (0.1320)
Narun, rural -1.3188 *** (0.1076) -1.3421 *** (0.0726) -1.4091 *** (0.0616) -1.5395 *** (0.0734) -1.5921 *** (0.1255)
Narun, urban -1.0397 *** (0.1069) -1.1311 *** (0.0944) -1.0188 *** (0.0869) -1.0958 *** (0.1097) -1.0814 *** (0.1368)
Osh, rural -0.7713 *** (0.0945) -0.8455 *** (0.0605) -0.8737 *** (0.0588) -0.9584 *** (0.0770) -1.0763 *** (0.0907)
Osh, urban -0.6097 *** (0.1101) -0.6845 *** (0.0625) -0.6655 *** (0.0624) -0.7386 *** (0.0768) -0.6950 *** (0.1175)
Talas, rural -0.9647 *** (0.1009) -0.9273 *** (0.0728) -0.8820 *** (0.0768) -0.8743 *** (0.0768) -1.0404 *** (0.1023)
Talas, urban -1.3420 *** (0.1431) -1.1039 *** (0.1367) -0.6046 *** (0.2136) -0.4046 *** (0.1156) -0.5799 *** (0.1086)
child dep. ratio
(<6)

-0.4745 *** (0.1276) -0.4439 *** (0.1047) -0.5458 *** (0.0895) -0.8384 *** (0.1151) -0.8939 *** (0.1569)

child dep. ratio
(�6)

-0.3508 *** (0.1025) -0.4517 *** (0.0707) -0.5936 *** (0.0701) -0.6672 *** (0.0796) -0.7126 *** (0.1081)

male 0.0702 (0.0559) 0.0165 (0.0323) -0.0585 *** (0.0323) -0.0731 (0.0458) -0.1075 ** (0.0506)
Russian 0.1904 ** (0.0805) 0.2456 *** (0.0452) 0.2055 *** (0.0516) 0.1722 *** (0.0453) 0.1418 * (0.0831)
Uzbek 0.0021 (0.0874) 0.0316 (0.0714) 0.1044 (0.0664) 0.0970 (0.0880) 0.1055 (0.1041)
other ethnicity 0.0709 (0.0837) 0.1269 ** (0.0557) 0.1186 ** (0.0488) 0.1592 ** (0.0629) 0.1557 (0.0969)
incomplete
secondary

-0.0234 (0.0647) 0.0818 ** (0.0390) 0.0828 ** (0.0398) 0.0451 (0.0512) -0.0117 (0.0627)

complete
secondary

0.0501 (0.0756) 0.0304 (0.0562) 0.0193 (0.0506) 0.0141 (0.0589) -0.0315 (0.0836)



TABLE 9 (continued)

quantile 0.10 quantile 0.25 quantile 0.50 quantile 0.75 quantile 0.90
coeff. st. error coeff. st. error coeff. st. error coeff. st. error coeff. st. error

complete
secondary and
prof. training

0.1698 *** (0.0617) 0.1559 *** (0.0425) 0.1593 *** (0.0454) 0.1109 * (0.0570) 0.0762 (0.0713)

higher
education

0.2984 *** (0.0750) 0.3016 *** (0.0493) 0.2887 *** (0.0462) 0.2343 *** (0.0523) 0.1548 ** (0.0648)

own real estate
(y/n)

0.0934 (0.0669) 0.1148 ** (0.0529) 0.1233 (0.0783) 0.2140 *** (0.0563) 0.1813 ** (0.0781)

own land (y/n) 0.0779 (0.0480) 0.0648 (0.0437) 0.0406 (0.0425) 0.0135 (0.0465) 0.0599 (0.0664)
self-
employment
income

0.0512 (0.1532) 0.1379 (0.1295) 0.2263 ** (0.1050) 0.2750 ** (0.1271) 0.4921 *** (0.1457)

pension income -0.2533 ** (0.1003) -0.1403 (0.0911) -0.2844 *** (0.0740) -0.2919 *** (0.0775) -0.2892 ** (0.1333)
social
assistance
income

-0.3032 (0.2306) -0.3320 *** (0.1160) -0.4273 *** (0.1528) -0.4387 ** (0.2081) -0.1527 (0.3163)

agriculture
income

0.0060 (0.1006) 0.1383 * (0.0749) 0.1968 ** (0.0786) 0.2384 *** (0.0654) 0.1819 (0.1216)

private transfer
income

-0.1731 (0.1298) -0.0115 (0.0863) 0.0406 (0.0878) 0.0813 (0.0865) 0.1351 (0.1227)

property income -0.1085 (0.1659) 0.0421 (0.0818) 0.1373 (0.1358) 0.2607 * (0.1376) 0.4336 ** (0.1799)
other income -0.0874 (0.3566) -0.0401 (0.3619) 0.4552 (0.3576) 0.3902 * (0.2364) 0.1253 (0.5656)
constant 8.8507 *** (0.1110) 9.1072 *** (0.0653) 9.5054 *** (0.0631) 9.9738 *** (0.0809) 10.4023 *** (0.0834)
R2 0.2652 0.2973 0.3343 0.3579 0.3683

*** significant at 1 per cent level, ** significant at 5 per cent level, * significant at 10 per cent level.



SHUFHQWLOHV�PD\�EH�LQWHUSUHWHG�DV�D�VLJQ�RI�WKH�LQFUHDVLQJ�UROH�RI�WKH�
ORJLF
RI�WKH�PDUNHW
�LQ�GHWHUPLQLQJ�VRFLDO�FODVV�

7KH�JHRJUDSKLFDO� ORFDWLRQ�YDULDEOHV�SOD\�DQ�LPSRUWDQW�UROH� LQ�GHWHUPLQLQJ
VRFLDO�VWDWXV��7KH�UHJLRQDO�GXPP\�YDULDEOHV�DUH�KLJKO\�VLJQLILFDQW�LQ�����
DQG�������7KH�RPLWWHG�UHJLRQ�LV�%LVKNHN��+RXVHKROGV�OLYLQJ�LQ�%LVKNHN�DUH
EHWWHU�RII�WKDQ�KRXVHKROGV�OLYLQJ�HOVHZKHUH�DQG�WKLV�LV�WUXH�UHJDUGOHVV�RI�WKH
KRXVHKROG
V�SRVLWLRQ� LQ� WKH� H[SHQGLWXUH�GLVWULEXWLRQ��5XUDO�KRXVHKROGV� DUH
VLJQLILFDQWO\�ZRUVH�RII�UHODWLYH�WR�XUEDQ�KRXVHKROGV�LQ�WKH�VDPH�REODVW��7KLV
LV�DJDLQ�WUXH�DW�DOO�H[SHQGLWXUH�OHYHOV�

7KH� UHJUHVVLRQ� UHVXOWV� DOVR� VXJJHVW� WKDW� EHWZHHQ� ����� DQG� �����
KRXVHKROGV� OLYLQJ� LQ� WKH�&KXL� REODVW� FORVH� WKH�ZHOIDUH� JDS� WKDW� VHSDUDWHV
WKHP�IURP�KRXVHKROGV� LQ�%LVKNHN��+RZHYHU�� DOO� UHPDLQLQJ�XUEDQ�GLVWULFWV
EHFRPH�ZRUVH�RII�UHODWLYH�WR�%LVKNHN�GXULQJ�WKH�VDPH�SHULRG��+RXVHKROGV
LQ� WKH� XUEDQ� GLVWULFWV� DOVR� W\SLFDOO\� EHFRPH� ZRUVH� RII� UHODWLYH� WR� UXUDO
GLVWULFWV�LQ�WKH�VDPH�REODVW�

7KH� UHJLRQDO� FKDQJHV� WKDW� RFFXU� EHWZHHQ� ����� DQG� ����� VXJJHVW� D
FRQFHQWUDWLRQ�RI� 
YLDEOH
�RU�SURGXFWLYH�LQGXVWULHV�LQ�WKH�QRUWKHUQ�REODVWV�RI
%LVKNHN� DQG� &KXL�� 7KH� H[SDQVLRQ� RI� DJULFXOWXUDO� DFWLYLWLHV� LQ� UXUDO
FRPPXQLWLHV� LV� DFFRPSDQLHG� E\� WKH� GH�LQGXVWULDOL]DWLRQ� LQ� WKH� UHPDLQLQJ
UHJLRQV��PDLQO\� LQ� WKH�XUEDQ�FHQWUHV�RXWVLGH�%LVKNHN�DQG�&KXL��%\������
WKH�PDLQ�HQJLQHV�RI�JURZWK�LQ�WKH�.\UJ\]�HFRQRP\�DUH�WKH�LQGXVWULHV�LQ�WKH
QRUWK�DQG�WKH�ODUJH�DJULFXOWXUDO�VHFWRU��7KH�FRQGLWLRQ�RI�KRXVHKROGV�OLYLQJ
LQ�DUHDV�ZKHUH�WKH�HFRQRPLF�SHUIRUPDQFH�FRQWLQXHV�WR�GHWHULRUDWH�ZRUVHQV�

7KLV� H[SODQDWLRQ� LV� FRQVLVWHQW� ZLWK� WKH� VXEVWDQWLDO� GHWHULRUDWLRQ� RI� OLYLQJ
VWDQGDUGV� UHODWLYH� WR� %LVKNHN� RI� KRXVHKROGV� LQ� WKH� UXUDO� GLVWULFWV� RI� WKH
1DUXQ� DQG�7DODV� REODVWV�� WZR�PRXQWDLQRXV� UHJLRQV�ZLWK� OLPLWHG� SRWHQWLDO
IRU�SURGXFWLYH�DJULFXOWXUH�

,Q� ����� UXUDO� ORFDWLRQ� HQWDLOV� D� SDUWLFXODUO\� KHDY\� SHQDOW\� IRU� SRRUHU
KRXVHKROGV�UHODWLYH�WR�EHWWHU�RII�KRXVHKROGV��,Q������UXUDO�ORFDWLRQ�HQWDLOV
SHQDOWLHV�IRU�EHWWHU�RII�KRXVHKROGV�LQ�WKH�1DUXQ��2VK�DQG�7DODV�REODVWV�L�H��
DJDLQ�REODVWV�ZLWK�OLPLWHG�DJULFXOWXUDO�SRWHQWLDO�

4XDQWLOH� UHJUHVVLRQ� UHVXOWV� DOVR� FRQILUP� WKH� H[LVWHQFH� RI� LPSRUWDQW
KRXVHKROG�FRPSRVLWLRQ�HIIHFWV�RQ�ZHOIDUH�DQG�VRFLDO�VWDWXV�



7KH�SUHVHQFH�RI�GHSHQGHQW�FKLOGUHQ�QHJDWLYHO\�DIIHFWV�KRXVHKROGV
�DFFHVV�WR
UHVRXUFHV��,Q������D�YHU\�KLJK�EXUGHQ�LV�LPSRVHG�E\�WKH�SUHVHQFH�RI�\RXQJ
GHSHQGHQW�FKLOGUHQ��DJH�����RQ�WKH�OHDVW�ZHOO�RII�KRXVHKROGV�UHODWLYH�WR�WKH
EHWWHU�RII�KRXVHKROGV��7KH�UHYHUVH�KROGV�LQ�������WKH�SUHVHQFH�RI�GHSHQGHQW
FKLOGUHQ�EXUGHQV�ZHOO�RII�KRXVHKROG�PRUH�WKDQ�WKHLU�SRRUHU�FRXQWHUSDUWV��$
SRVVLEOH�H[SODQDWLRQ�IRU�WKLV�UHYHUVDO�LV�WKH�KLJKHU�RSSRUWXQLW\�FRVW�RI�QRQ�
ODERXU�DFWLYLWLHV�IRU�EHWWHU�RII�KRXVHKROGV�L�H���WKH�LQFRPH�IRUHJRQH�E\�FKLOG
FDUH� DFWLYLWLHV� LV� SRWHQWLDOO\� KLJKHU� IRU� ULFKHU� KRXVHKROGV� WKDQ� LW� LV� IRU
SRRUHU�KRXVHKROGV�

7KH�JHQGHU�RI�WKH�KRXVHKROG�KHDG�LV�QRW�D�VWDWLVWLFDOO\�VLJQLILFDQW�FRYDULDWH
RI� VRFLDO� VWDWXV� LQ� ������ ,Q� ����� WKH� JHQGHU� RI� KRXVHKROG� KHDG� HIIHFW� LV
VLJQLILFDQW�DQG�QHJDWLYH�IRU�WKH���WK�DQG���WK�SHUFHQWLOHV��VXJJHVWLQJ�EHWWHU
DFFHVV� WR� UHVRXUFHV� IRU� IHPDOH� KHDGHG� KRXVHKROGV� IRU� KLJKHU� H[SHQGLWXUH
KRXVHKROGV��� 7KH� HVWLPDWHG� FRHIILFLHQWV� DUH� TXLWH� VPDOO� EXW� WKH� UHVXOWV
FRQILUP� HDUOLHU� REVHUYDWLRQV� WKDW� WKH� VWDWXV� RI� IHPDOHV� LQ� WKH� .\UJ\]
5HSXEOLF�KDV�QRW�GHWHULRUDWHG�DV�D�UHVXOW�RI�WKH�WUDQVLWLRQ�WR�WKH�PDUNHW��,I
DQ\WKLQJ��WKH�VRFLDO�VWDQGLQJ�RI�ZRPHQ�KDV�LPSURYHG�

7KH� HWKQLF� FRPSRVLWLRQ� RI� WKH� .\UJ\]� SRSXODWLRQ� UDGLFDOO\� FKDQJHG
EHWZHHQ������DQG�������ZLWK�WKH�VKDUH�RI�HWKQLF�.\UJ\]�LQFUHDVLQJ�DQG�WKH
VKDUH� RI� HWKQLF� 5XVVLDQV� WXPEOLQJ�� +RZHYHU�� GXPP\� YDULDEOHV� IRU� WKH
HWKQLF� RULJLQ� RI� WKH� KRXVHKROG� KHDG� FDQ� RQO\� EH� JLYHQ� ZHDN� FRUUHODWLRQ
ZLWK�VRFLDO�VWDWXV��7KH�RPLWWHG�FDWHJRU\�DUH�KRXVHKROGV�ZLWK�D�.\UJ\]�KHDG
RI�KRXVHKROGV��,Q�������KRXVHKROGV�RI�8]EHN�HWKQLF�RULJLQ�DUH�VLJQLILFDQWO\
EHWWHU� RII� WKDQ� .\UJ\]� KRXVHKROGV�� HVSHFLDOO\� DW� WKH� ERWWRP� RI� WKH
GLVWULEXWLRQ��7KH�H[SODQDWLRQ�IRU�WKLV�PD\�EH�WKDW�WKH�WHUULWRULHV�FORVH�WR�WKH
8]EHN� ERUGHU� LQ� ZHVWHUQ� .\UJ\]VWDQ� DUH� IHUWLOH� DJULFXOWXUDO� ODQGV�� $V
DJULFXOWXUH�SURYLGHG� WKH�PDLQ�VRXUFH�RI� UHOLHI� IRU�SRRU�KRXVHKROGV�GXULQJ
WKH�GHSWKV�RI�WKH�WUDQVLWLRQDO�UHFHVVLRQ��8]EHN�KRXVHKROGV�LQ�WKHVH�UHJLRQV
KDG� D� EHWWHU� DFFHVV� WR� FRQVXPDEOH� UHVRXUFHV� WKDQ� WKHLU� SRRU� .\UJ\]
FRXQWHUSDUWV�LQ�RWKHU�UHJLRQV�

&RHIILFLHQWV�RQ�WKH�HWKQLF�5XVVLDQ�GXPPLHV�DUH�VPDOO�DQG�LQVLJQLILFDQW� LQ
WKH������UHJUHVVLRQV��,Q�������HWKQLF�5XVVLDQ�KRXVHKROGV�DUH�VLJQLILFDQWO\
EHWWHU� RII� WKDQ� .\UJ\]� KRXVHKROGV�� ZLWK� WKH� VWURQJHVW� HIIHFWV� EHLQJ
REVHUYHG� DW� WKH� ��WK� DQG� ��WK� SHUFHQWLOHV�� 7KLV� LV� FRQVLVWHQW� ZLWK� WKH
K\SRWKHVLV�VWDWHG�HDUOLHU�WKDW�PRVW�RI�WKH�HPLJUDWLRQ�E\�HWKQLF�5XVVLDQV�ZDV
E\� SRRUHU� KRXVHKROGV�� 7KH� 5XVVLDQV� UHPDLQLQJ� LQ� .\UJ\]VWDQ� DUH�� RQ
DYHUDJH�� EHWWHU� HGXFDWHG� DQG� PRUH� VNLOOHG� WKDQ� .\UJ\]� LQ� FRPSDUDEOH



RFFXSDWLRQV��H[SODLQLQJ�ZK\�5XVVLDQ�KRXVHKROGV�DUH�EHWWHU�RII�WKDQ�.\UJ\]
KRXVHKROGV�WKURXJKRXW�WKH�GLVWULEXWLRQ�

7KH�PDUNHW�HFRQRP\�UHZDUGV�PDOOHDEOH�KXPDQ�FDSLWDO�DQG�VNLOOV�EXW�HQWDLOV
SHQDOWLHV�IRU�REVROHWH�KXPDQ�FDSLWDO�WKDW�FDQQRW�EH�SURILWDEO\�UHHPSOR\HG�
8QGHU�FHQWUDO�SODQQLQJ�UHWXUQV�WR�KXPDQ�FDSLWDO�ZHUH�JHQHUDOO\�ORZ�DQG�IRU
LGHRORJLFDO�UHDVRQV�DOVR�VRPHWLPHV�FRXQWHU�LQWXLWLYH��H�J���PLQHUV�UHFHLYLQJ
KLJKHU�ZDJHV�WKDQ�PHGLFDO�GRFWRUV�RU�WHDFKHUV��

(YLGHQFH�RI�WKH�UHPQDQWV�RI�WKH�IRUPHU�UHZDUG�VWUXFWXUH�RI�KXPDQ�FDSLWDO
FDQ� EH� IRXQG� LQ� WKH� UHJUHVVLRQ� UHVXOWV� IRU� ������ 1RWLFH� WKDW� WKH� RPLWWHG
HGXFDWLRQ�GXPP\�YDULDEOH�LV�IRU�SULPDU\�HGXFDWLRQ�

7KH� HGXFDWLRQ� YDULDEOHV� DUH� QRW� KLJKO\� VLJQLILFDQW� LQ� WKH� ����� DQG� ����
TXDQWLOH� UHJUHVVLRQV�� DOWKRXJK� WKH� KLJKHU� HGXFDWLRQ� GXPP\� YDULDEOH
W\SLFDOO\� LV�VLJQLILFDQW��6LJQ�UHYHUVDOV� WKURXJKRXW� WKH�GLVWULEXWLRQ�RFFXU� LQ
ERWK� \HDUV�� ,Q� SDUWLFXODU� LQ� ������ WKH� FRHIILFLHQW� RQ� FRPSOHWH� VHFRQGDU\
HGXFDWLRQ� LV� QHJDWLYH� IRU� SRRUHU� KRXVHKROGV� DQG� SRVLWLYH� IRU� ULFKHU
KRXVHKROGV� �EXW� VPDOO� DQG� QRW� VWDWLVWLFDOO\� VLJQLILFDQW�� L�H��� UHWXUQV� WR
SULPDU\�HGXFDWLRQ�DUH�KLJKHU�WKDQ�UHWXUQV�WR�VHFRQGDU\�HGXFDWLRQ�IRU�SRRU
KRXVHKROGV�� 7KH� UHDVRQ� IRU� WKLV� SHFXOLDU� UHVXOW� PD\� EH� WKH� 
LGHRORJLFDO

GLVWRUWLRQV�LPSRVHG�RQ�WKH�ZDJH�VWUXFWXUH�XQGHU�FHQWUDO�SODQQLQJ�

+LJKHU� HGXFDWLRQ� W\SLFDOO\� SURYLGHV� KLJKHU� UHWXUQV� WR� KRXVHKROGV� DW� WKH
ERWWRP�RI�WKH�H[SHQGLWXUH�GLVWULEXWLRQ�WKDQ�DW�WRS�RI�WKH�GLVWULEXWLRQ��6RFLDO
VWDWXV�LQ������GRHV�QRW�DSSHDU�WR�EH�FRQYH\HG�RQ�WKH�EDVLV�RI�HGXFDWLRQ�RU
KXPDQ� FDSLWDO� HPERGLHG� LQ� WKH� KRXVHKROG�� $V� PHQWLRQHG� DERYH�� PDQ\
KLJKO\�HGXFDWHG�JURXSV�ZHUH�SRRUO\�SDLG�XQGHU�FHQWUDO�SODQQLQJ�DQG�PDQ\
UHPDLQHG� VR� DIWHU� WKH� WUDQVLWLRQ�� 'HVSLWH� WKHLU� HGXFDWLRQ� DQG� GHVSLWH� WKH
REYLRXV� GHPDQG� IRU� WKHLU� VNLOOV�� GRFWRUV� DQG� WHDFKHUV� GLG� QRW� JHQHUDOO\
EHORQJ� WR� WKH� JURXS� RI� 
ZLQQHUV
� IURP� WKH� WUDQVLWLRQ�� ,Q� ������ KLJKHU
HGXFDWLRQ�LV�DQ�LPSRUWDQW�FRUUHODWH�RI�VRFLDO�VWDWXV�DQG�EHFRPHV�D�YHKLFOH
IRU�XSZDUG�VRFLDO�PRELOLW\�

&RPSDULQJ� WKH� ����� DQG� ����� UHJUHVVLRQ� UHVXOWV�� UHWXUQV� WR� HGXFDWLRQ
JHQHUDOO\�DSSHDU�WR�EH�IDOOLQJ��7KLV�UHVXOW��LI�WUXH��ZRXOG�EH�FRQVLVWHQW�ZLWK
WKH�K\SRWKHVLV�WKDW�UHWXUQV�WR�REVROHWH�KXPDQ�FDSLWDO�DFTXLUHG�XQGHU�FHQWUDO
SODQQLQJ�DUH�IDOOLQJ��+RZHYHU��WKLV�FRQFOXVLRQ�FDQQRW�EH�SRVLWLYHO\�GUDZQ
DV�WKH�HGXFDWLRQ�YDULDEOHV�DUH�QRW�VWULFWO\�FRPSDUDEOH�EHWZHHQ�\HDUV�



7KH�KRXVHKROG
V�VWRFN�RI�SK\VLFDO�FDSLWDO� LV� LQFRUSRUDWHG� LQWR� WKH�DQDO\VLV
WKURXJK� GXPP\� YDULDEOHV� GHVFULELQJ� WKH� KRXVHKROG
V� RZQHUVKLS� RI� UHDO
HVWDWH�DQG�DJULFXOWXUDO�ODQG��2ZQHUVKLS�RI�UHDO�HVWDWH�DQG�ODQG�LV�H[SHFWHG
WR� EH� FRUUHODWHG� ZLWK� ZHDOWK� ZKLFK� LQ� WXUQ� GHWHUPLQHV� WKH� HDVH� RI� WKH
KRXVHKROG
V� DFFHVV� WR� UHVRXUFHV�� 7KH� FRHIILFLHQWV� RQ� WKH� SK\VLFDO� FDSLWDO
GXPP\�YDULDEOHV�DUH�H[SHFWHGO\�SRVLWLYH�LQ������DQG������

2ZQHUVKLS� RI� UHDO� HVWDWH� LV� FOHDUO\� FRUUHODWHG�ZLWK� VRFLDO� VWDWXV�� DOWKRXJK
VLJQLILFDQFH� OHYHOV� DUH� ORZ� GXH� WR� WKH� VPDOO� QXPEHU� RI� KRXVHKROGV� WKDW
SRVVHVV�UHDO�HVWDWH��,Q�������WKH�HIIHFW�RI�UHDO�HVWDWH�KROGLQJV�RQ�KRXVHKROG
H[SHQGLWXUH�LV�KLJKHU�IRU�SRRUHU�KRXVHKROGV��7KLV�PD\�UHSUHVHQW�D�GLVVDYLQJ
HIIHFW�DV�KRXVHKROGV�DGMXVW� WKHLU�FRQVXPSWLRQ�SDWWHUQ� WR�WKH�IDFW�WKDW�WKHLU
SHUPDQHQW� LQFRPH� KDV� IDOOHQ�� ,Q� ������ WKH� HIIHFW� IURP� UHDO� HVWDWH� RQ
KRXVHKROG� H[SHQGLWXUH� LV� VWURQJHVW� �DQG� VLJQLILFDQW�� IRU� WKH� KLJKHU
SHUFHQWLOH�RI� WKH�H[SHQGLWXUH�GLVWULEXWLRQ�DV�RZQHUVKLS�RI�SK\VLFDO�FDSLWDO
EHFRPHV�D�FOHDU�FXW�LGHQWLI\LQJ�FKDUDFWHULVWLF�RI�EHWWHU�RII�KRXVHKROGV�

2ZQHUVKLS� RI� ±� DQG� SUHVXPDEO\� DFFHVV� WR� ±� DJULFXOWXUDO� ODQG� LV� DQ
LPSRUWDQW�GHWHUPLQDQW�RI�KRXVHKROG�H[SHQGLWXUH� LQ�������7KH�UHODWLRQVKLS
LV�SDUWLFXODUO\�VWURQJ�IRU�SRRUHU�KRXVHKROGV��7KH�VWUHQJWK�RI�WKH�UHODWLRQVKLS
IRU� SRRU� KRXVHKROGV� FRQILUPV� WKH� LPSRUWDQFH� RI� DJULFXOWXUDO� VXEVLVWHQFH
DFWLYLWLHV�LQ�KRXVHKROGV
�VXUYLYDO�VWUDWHJLHV�

,Q������QR�V\VWHPDWLF�UHODWLRQVKLS�EHWZHHQ�RZQHUVKLS�RI�DJULFXOWXUDO�ODQG
DQG� KRXVHKROG� H[SHQGLWXUH� RU� VRFLDO� VWDWXV� LV� GHWHFWHG�� &RHIILFLHQWV� DUH
SRVLWLYH� WKURXJKRXW� WKH� GLVWULEXWLRQ� EXW� VPDOO� DQG� QRW� VWDWLVWLFDOO\
VLJQLILFDQW�� 7KH� UHDVRQ� IRU� WKLV� FKDQJH� PD\� EH� WKH� GLIIHUHQW� XQLWV� RI
PHDVXUHPHQW�XVHG�LQ�WKH������DQG������VXUYH\V�

7KH� ILQDO� VHW� RI� UHJUHVVRUV� GHVFULEH� WKH� KRXVHKROG
V� OLQNV�ZLWK� WKH� ODERXU
PDUNHW� DQG� PRUH� JHQHUDOO\� LWV� PDUNHW� DQG� QRQ�PDUNHW� DFWLYLWLHV�� 7KH
DFWLYLWLHV�RI�WKH�KRXVHKROGV�DUH�SUR[LHG�XVLQJ�LQFRPH�VKDUHV��7KH�RPLWWHG
FDWHJRU\�LV�ZDJH�LQFRPH�

2QH�RI�WKH�PDMRU�FKDQJHV�RI�WKH�WUDQVLWLRQ�WR�WKH�PDUNHW�LV�WKH�LQFUHDVH�LQ
VFRSH�IRU�DQG�VFDOH�RI�VHOI�HPSOR\PHQW�DFWLYLWLHV��,Q�������WKH�VKDUH�RI�VHOI�
HPSOR\PHQW�LQFRPH�LV�QRW�V\VWHPDWLFDOO\�UHODWHG�WR�KRXVHKROG�H[SHQGLWXUH�
,Q�DGGLWLRQ��WKH�FRHIILFLHQW�RQ�WKH�VKDUH�RI�VHOI�HPSOR\PHQW�LQFRPH�LV�RQO\
SRVLWLYH� DW� WKH� ��WK� SHUFHQWLOH� DQG� QHJDWLYH� IRU� WKH� UHPDLQLQJ� TXDQWLOHV�
1HJDWLYH�FRHIILFLHQWV�IRU�UHJUHVVLRQV�RQZDUGV�IURP�WKH���WK�SHUFHQWLOH�PD\
UHIOHFW� WKH� OLPLWHG� RSSRUWXQLWLHV� DQG� WKH� OLPLWHG� SURILWDELOLW\� RI� VHOI�



HPSOR\PHQW� DFWLYLWLHV� GXULQJ� WKH� HDUO\� VWDJHV� RI� WUDQVLWLRQ�� 7KH� SRVLWLYH
FRHIILFLHQW�DW�WKH�ORZHVW�TXDQWLOH�VXJJHVWV�� LQ�WXUQ� WKDW�WKH�PRVW�SURILWDEOH
VHOI�HPSOR\PHQW�DFWLYLWLHV�ZHUH� 
SXVK
�VHOI�HPSOR\PHQW�DFWLYLWLHV��EURXJKW
DERXW�E\�KDUGVKLS�

,Q� ����� WKH� UHODWLRQVKLS� EHWZHHQ� VHOI�HPSOR\PHQW� DQG� VRFLDO� FODVV� KDV
IXQGDPHQWDOO\� FKDQJHG�� $Q� LQFUHDVH� LQ� WKH� VKDUH� RI� VHOI�HPSOR\PHQW
LQFRPH� UHODWLYH� WR� ZDJH� LQFRPH� \LHOGV� SRVLWLYH� UHWXUQV� WKURXJKRXW� WKH
GLVWULEXWLRQ�DQG�WKH�FRHIILFLHQWV�DUH�KLJKO\�VLJQLILFDQW�IRU�KLJK�H[SHQGLWXUH
KRXVHKROGV�� 7KLV� WLPH� DURXQG�� UHWXUQV� WR� VHOI�HPSOR\PHQW� LQFUHDVH� ZLWK
H[SHQGLWXUH�OHYHOV��VXJJHVWLQJ�
SXOO
�VHOI�HPSOR\PHQW�RU�JHQXLQH�HQWHUSULVH�

7KH�FRHIILFLHQWV�RQ�DJULFXOWXUDO� LQFRPH�DUH�RQO\�ZHDNO\� VLJQLILFDQW��7KH\
DUH� SRVLWLYH� IRU� SRRU� DQG� QHJDWLYH� IRU� ULFKHU� KRXVHKROGV� LQ� �����
FRQILUPLQJ�WKH�UROH�RI�DJULFXOWXUH�DV�D�VXEVLVWHQFH�DFWLYLW\�LQ�������,Q������
WKURXJKRXW� WKH� HQWLUH� GLVWULEXWLRQ�� DQ� LQFUHDVH� LQ� DJULFXOWXUDO� LQFRPH
UHODWLYH�WR�ZDJHV�KDV�D�SRVLWLYH�HIIHFW�DQG�WKH�HIIHFW�LV�EURDGO\�LQFUHDVLQJ�LQ
H[SHQGLWXUH��7KLV��LQ�WXUQ��VXJJHVWV�WKDW�DJULFXOWXUH�FRPSOHWHV�WKH�WUDQVLWLRQ
IURP� D� PDLQO\� VXEVLVWHQFH�EDVHG� VHFWRU� WR� D� JHQXLQH� VHFWRU� RI� HFRQRPLF
DFWLYLW\

$Q� LQFUHDVH� LQ� WKH� VKDUH� RI� SXEOLF� WUDQVIHU� LQFRPH� ±� SHQVLRQV� DV�ZHOO� DV
VRFLDO� DVVLVWDQFH� ±� UHODWLYH� WR� ZDJHV� KDV� D� QHJDWLYH� HIIHFW� RQ� WKH
KRXVHKROG
V�FDSDFLW\�WR�DFFHVV�UHVRXUFHV��,Q������WKH�QHJDWLYH�HIIHFW�IURP
WUDQVIHUV�LV�PXFK�PRUH�SURQRXQFHG�IRU�SRRUHU�KRXVHKROGV�EXW�WKH�HIIHFW�LV
DEDWHG�LQ�������$OWKRXJK�WKH�LQFRPH�VKDUH�DUH�QRW�VWULFWO\�FRPSDUDEOH��WKH
UHVXOWV� SOXV� FDVXDO� REVHUYDWLRQ� VXJJHVW� WKDW� WKH� SXEOLF� WUDQVIHU� V\VWHP
EHFDPH�PRUH�WDUJHWHG�DQG�EHQHILWV�PRUH�GLUHFWHG�WRZDUGV�JHQXLQHO\�QHHG\
KRXVHKROGV�

$V� WKH� VKDUH� RI� SXEOLF� WUDQVIHUV� LQ� WRWDO� LQFRPH� GHFUHDVHV�� WKH� VKDUH� RI
SULYDWH�WUDQVIHUV�LQ�WRWDO�LQFRPH�LQFUHDVHV��VXJJHVWLQJ�WKDW�SULYDWH�WUDQVIHUV
PD\�DFW�DV�D�VXEVWLWXWH�IRU�WKH�ORVV�RI�SXEOLF�WUDQVIHUV�

,Q�������WKH�HIIHFW�RI�DQ�LQFUHDVH�LQ�SULYDWH�WUDQVIHUV�UHODWLYH�WR�ZDJHV�LV�QRW
VWDWLVWLFDOO\�VLJQLILFDQW�DQG�WKH�FRHIILFLHQWV�DUH�QHJDWLYH��ZLWK�WKH�H[FHSWLRQ
RI� WKH� ��WK� SHUFHQWLOH�� ,Q� ������ WKH� FRHIILFLHQWV� RQ� WKH� VKDUH� RI� SULYDWH
WUDQVIHU� LQFRPH� DUH� SRVLWLYH� IRU� WKH� ��WK�� ��WK� DQG� ��WK� SHUFHQWLOHV� DQG
QHJDWLYH� IRU� WKH� ORZHU� SHUFHQWLOHV� RI� WKH� H[SHQGLWXUH� GLVWULEXWLRQ�
&RHIILFLHQWV�DUH�LQFUHDVLQJ�ZLWK�H[SHQGLWXUH�OHYHOV��VXJJHVWLQJ�WKDW�SULYDWH
WUDQVIHUV�DUH�RQO\�SHUIRUPLQJ�OLWWOH�UHGLVWULEXWLRQ�LQ�IDYRXU�RI�WKH�OHDVW�ZHOO



RII�KRXVHKROGV��&RXGRXHO�HW�DO���������DQDO\VH�SULYDWH�WUDQVIHUV�LQ�&HQWUDO
$VLD� DQG� UHDFK� D� VLPLODU� FRQFOXVLRQ� �SDJH� ������ 
>���@� SXEOLF� WUDQVIHUV
UHGLVWULEXWH� LQFRPH� IURP� WKH� ULFKHVW� WR� WKH� SRRUHVW� >���@�� 7KLV� LV� QRW
QHFHVVDULO\� WKH� FDVH� ZLWK� SULYDWH� WUDQVIHUV�� 0RVW� DOWUXLVWLF� WUDQVIHUV� WDNH
SODFH�EHWZHHQ�UHODWLYHV��$VVRUWLYH�PDWLQJ�PHDQV�WKDW�UHODWLYHV�RI�WKH�SRRU
WHQG� WR� EH� SRRU� WKHPVHOYHV�� 5HVRXUFHV� PD\� IORZ� IURP� SDUWLFXODU
KRXVHKROGV� WR� WKRVH� VRPHZKDW� OHVV�DIIOXHQW� WKDQ� WKHPVHOYHV�� EXW� WKH�YHU\
SRRUHVW� PD\� ZHOO� EH� H[FOXGHG� ±� WKRVH� WR� ZKRP� WKH\� WXUQ� PD\� ILQG� LW
GLIILFXOW�WR�SURYLGH�DGHTXDWH�DVVLVWDQFH�JLYHQ�WKHLU�RZQ�FLUFXPVWDQFHV
�

3URSHUW\� LQFRPH� HIIHFWV� DUH� QRW� VWDWLVWLFDOO\� VLJQLILFDQW� LQ� ����� EXW� WXUQ
VLJQLILFDQW� IRU� KLJK� H[SHQGLWXUH� KRXVHKROGV� LQ� ������ 7KH� FRHIILFLHQWV� RQ
SURSHUW\� LQFRPH� LQFUHDVH� WKURXJKRXW� WKH� GLVWULEXWLRQ� DQG� DUH� RI� D
FRPSDUDEOH�PDJQLWXGH�WR�WKH�VHOI�HPSOR\PHQW�FRHIILFLHQWV�IRU�WKH���WK�DQG
��WK� SHUFHQWLOHV�� 7KH� UHVXOWV� SURYLGH� PRUH� HYLGHQFH� IRU� WKH� LQFUHDVLQJO\
LPSRUWDQW�UROH�WKDW�IDFWRU�PDUNHWV�SOD\�LQ�WKH�GHWHUPLQDWLRQ�RI�VRFLDO�VWDWXV
LQ�WKH�.\UJ\]�5HSXEOLF�

�� &21&/86,21

7KH�.\UJ\]�HFRQRP\�KDV�XQGHUJRQH�PDMRU� FKDQJHV�GXULQJ� WKH� ����V�� ,Q
WKLV�FRQWH[W�RI�IXQGDPHQWDO�V\VWHPLF�FKDQJH��FKDQJHV�LQ�SRYHUW\��LQHTXDOLW\
DQG��PRUH��JHQHUDOO\��WKH�VRFLDO�VWUXFWXUH�DUH�DQDO\VHG�RYHU�WKH�SHULRG�����
WR������

'HVSLWH� HYLGHQFH� WR� WKH� FRQWUDU\� �VHH� ,0)� ������ ,0)� ������� WKH� UHVXOWV
SURYLGH� VXSSRUW� IRU� WKH� K\SRWKHVLV� WKDW� ERWK� SRYHUW\� DQG� LQHTXDOLW\
GHFUHDVHG�EHWZHHQ������DQG�������7KH�SRYHUW\�DQG� LQHTXDOLW\� UHVXOWV�DUH
VHQVLWLYH� WR� WKH� DVVXPSWLRQV�PDGH�DERXW� VFDOH� HFRQRPLHV� LQ� FRQVXPSWLRQ
DQG� GLIIHUHQFHV� LQ� QHHGV� DPRQJ� KRXVHKROG� PHPEHUV�� )XUWKHUPRUH�� WKH
SRYHUW\�UHVXOWV�DUH�YHU\�VHQVLWLYH�WR�WKH�SRYHUW\�OLQH�WKDW�LV�VHOHFWHG�

,QHTXDOLW\�VXEVWDQWLDOO\�GHFUHDVHV��7KH�*LQL�FRHIILFLHQW�IRU�WKH�GLVWULEXWLRQ
RI�KRXVHKROG�H[SHQGLWXUHV�IDOOV�IURP�DERXW������WR�DERXW�������'HVSLWH�WKLV
UHGXFWLRQ��WKH�OHYHO�RI�LQHTXDOLW\� LQ�.\UJ\]VWDQ�LV�VWLOO�YHU\�KLJK�DOWKRXJK
WKH� VXEVWDQWLDO� UHGXFWLRQ� LQ� LQHTXDOLW\� LV� DQ� HQFRXUDJLQJ� VLJQ�� ,W� DSSHDUV
WKDW� WKH� FKDQJH� LQ� LQHTXDOLW\� LV� FDXVHG� E\� DQ� LPSURYHPHQW� LQ� WKH� OLYLQJ
VWDQGDUGV�RI�KRXVHKROGV�DW� WKH�ERWWRP�HQG�RI� WKH�H[SHQGLWXUH�DQG� LQFRPH
GLVWULEXWLRQ��7KH�FDXVHV�IRU�WKLV�LPSURYHPHQW�FDQ�EH�DWWULEXWHG�WR�WKH�VWURQJ
JURZWK� LQ� WKH�DJULFXOWXUDO� VHFWRU��ZKLFK�HPSOR\V� WKH�PDMRULW\�RI� WKH�SRRU



DQG� SRVVLEO\� WR� WKH� LQWURGXFWLRQ� RI� WKH� WDUJHWHG� 8QLILHG� &DVK� %HQHILW
V\VWHP�

7KH�ZHOIDUH� RI� WKH� ULFKHVW� KRXVHKROGV� �WKH� ULFKHVW� ILYH� SHU� FHQW�� KDV� DOVR
LQFUHDVHG�LQ�UHDO�WHUPV�GXULQJ������WR������EXW�WKH�OLYLQJ�VWDQGDUG�RI�WKH
UHPDLQLQJ�KRXVHKROGV�KDV�FRQWLQXHG�WR�GHWHULRUDWH�RU��DW�EHVW��VWDJQDWH��7KLV
GHYHORSPHQW�KDV�SUHYHQWHG�WKH�HPHUJHQFH�RI�D�JHQXLQH�PLGGOH�FODVV�DQG��LI
QRW�UHYHUVHG�� WKLV� WUHQG�FRXOG�SURYH�SHULORXV� WR� WKH� IXWXUH�GHYHORSPHQW�RI
WKH�PDUNHW�HFRQRP\�

$OWKRXJK�WKHUH�LV�VWURQJ�HYLGHQFH�WKDW�SRYHUW\�GHFUHDVHG�EHWZHHQ������DQG
������WKH�H[DFW�PDJQLWXGH�RI�WKH�FKDQJHV�GHSHQGV�RQ�WKH�HTXLYDOHQFH�VFDOH
DQG� SRYHUW\� OLQH� WKDW� DUH� XVHG�� %RWK� DEVROXWH� DQG� UHODWLYH� SRYHUW\� DUH
GHFUHDVLQJ��7KH�PRVW�VLJQLILFDQW�GHYHORSPHQW�LV�WKH�VXEVWDQWLDO�UHGXFWLRQ�LV
H[WUHPH� SRYHUW\�� ZKLFK� PD\� EH� DWWULEXWHG� WR� WKH� VDPH� FDXVHV� DV� WKH
GHFUHDVH� LQ� LQHTXDOLW\�� 7KXV�� ZKLOH� WKH� TXDQWLWDWLYH� LPSURYHPHQWV� LQ
SRYHUW\� LQ�.\UJ\]VWDQ�KDYH� EHHQ� JHQXLQH� EXW� OLPLWHG� LQ� VFRSH�� WKHUH� KDV
EHHQ�D�VXEVWDQWLDO�TXDOLWDWLYH�LPSURYHPHQW�RI�WKH�VLWXDWLRQ�RI�WKH�OHDVW�ZHOO
RII�KRXVHKROGV�

7KH� HVWLPDWLRQ�RI�ZHOIDUH� HTXDWLRQV� FRQILUPV� WKH� H[LVWHQFH� RI� YHU\� ODUJH
UHJLRQDO� GLIIHUHQFHV� ZLWKLQ� .\UJ\]VWDQ�� 7KH� FDSLWDO� %LVKNHN� DQG� WKH
VXUURXQGLQJ� REODVW� &KXL� DUH� WKH� ULFKHVW� UHJLRQV�� 5XUDO� KRXVHKROGV� DUH
JHQHUDOO\�VLJQLILFDQWO\�ZRUVH�RII�WKDQ�XUEDQ�KRXVHKROGV�LQ�WKH�VDPH�UHJLRQ�
'HVSLWH� WKH� XUEDQ�UXUDO� GLYLGH�� WKHUH� LV� OLWWOH� HYLGHQFH� IRU� VLJQLILFDQW
PLJUDWLRQ� IURP� UXUDO� WR� XUEDQ� DUHDV� EXW� WKH� FRQWUDU\� LV� DFWXDOO\� WKH� FDVH�
7KLV�LV�OLNHO\�WR�EH�FDXVHG�E\�VORZ�UDWHV�RI�MRE�FUHDWLRQ�LQ�XUEDQ�DUHDV�DQG
VWURQJ�JURZWK�DQG� MRE�FUHDWLRQ� LQ� WKH� DJULFXOWXUDO� VHFWRU��7KXV��RYHU� WLPH
WKH�VLWXDWLRQ�RI�UXUDO�KRXVHKROGV�LPSURYHV�UHODWLYH� WR�XUEDQ�KRXVHKROGV�LQ
UHJLRQV�ZKHUH�SURGXFWLYH�DJULFXOWXUH�LV�XQGHUWDNHQ�

7KH� UHVXOWV� DOVR� VXJJHVW� WKDW� WKH� SUHVHQFH� RI� GHSHQGHQW� FKLOGUHQ� LQ� WKH
KRXVHKROG� UHSUHVHQWV� D� FRQVLGHUDEOH� ILQDQFLDO� EXUGHQ�� 0RUH� JHQHUDOO\�
KRXVHKROG�GHSHQGHQFH�PHDVXUHG�E\�WKH�VKDUH�RI�KRXVHKROG�WUDQVIHU�LQFRPH
LV�DVVRFLDWHG�ZLWK�ORZHU�ZHOIDUH�DQG�ORZHU�VRFLDO�VWDWXV��/RZ�VWDQGDUGV�RI
OLYLQJ�DQG�D�KLJK�LQFLGHQFH�RI�SRYHUW\�DPRQJ�KRXVHKROGV�ZLWK�FKLOGUHQ�LV
GHWULPHQWDO� WR� KXPDQ� FDSLWDO� IRUPDWLRQ� DQG�PD\� WKHUHIRUH� XQGHUPLQH� WKH
ORQJ�WHUP�JURZWK�SURVSHFWV�RI�WKH�HFRQRP\�

:KLOH�GHSHQGHQFH�RQ�SXEOLF� WUDQVIHUV� LV� DVVRFLDWHG�ZLWK� D�KLJKHU�SRYHUW\
LQFLGHQFH� DQG� ORZHU� VWDWXV�� WKH� UHVXOWV� VXJJHVW� WKDW� WKH� QHJDWLYH� HIIHFW� LV



GLOXWHG� RYHU� WLPH�� SRVVLEO\� UHIOHFWLQJ� WKH� LPSURYHG� WDUJHWLQJ� RI� ZHOIDUH
SD\PHQWV�DV�D�UHVXOW�RI�WKH�LQWURGXFWLRQ�RI�WKH�8QLILHG�&DVK�%HQHILW�V\VWHP
LQ������

$OWKRXJK� WKH� VKDUH� RI� SULYDWH� WUDQVIHU� LQFRPH� LQ� WRWDO� KRXVHKROG� LQFRPH
LQFUHDVHV�RYHU� WLPH��QR�HYLGHQFH�LV�IRXQG�LQ�IDYRXU�RI�WKH�K\SRWKHVLV� WKDW
SULYDWH� WUDQVIHUV� DUH� VXEVWLWXWHG� IRU� LQFUHDVLQJO\� VFDUFH� SXEOLF� WUDQVIHUV�
3ULYDWH�WUDQVIHUV�DSSHDU�WR�EH�RQO\�PLOGO\�UHGLVWULEXWLYH�DQG�WKH�EHQHILWV�GR
QRW�DSSHDU�WR�EH�GLUHFWHG�DW�WKH�SRRUHVW�VHJPHQWV�RI�VRFLHW\�

7KHUH� LV�DOVR�HYLGHQFH�RI� WKH� WUDQVIRUPDWLRQ�RI� DJULFXOWXUDO� DFWLYLW\�� IURP
PDLQO\� D� VXEVLVWHQFH� DFWLYLW\� GXULQJ� WKH� HDUO\� VWDJHV� RI� WUDQVLWLRQ� WR� D
JHQXLQH�VHFWRU�RI�HFRQRPLF�DFWLYLW\�DQG�JURZWK�E\������

6RFLDO�FODVV� IRUPDWLRQ�LQ� WKH�.\UJ\]�5HSXEOLF� LQFUHDVLQJO\�DVVXPHV� WUDLWV
REVHUYHG�LQ�PDUNHW�HFRQRPLHV��(GXFDWLRQ��ZKLFK�H[KLELWHG�IHZ�UHWXUQV�DQG
KDG� OLWWOH� LQIOXHQFH�RQ� WKH�GLVWULEXWLRQ�RI�ZHOIDUH�XQWLO� WKH� HDUO\� VWDJHV�RI
WKH� WUDQVLWLRQ�� KDV� WXUQHG� LQWR� D� VLJQLILFDQW� LQGLFDWRU� RI� VRFLDO� VWDWXV�
3HUVRQV� ZLWK� KLJKHU� OHYHOV� RI� HGXFDWLRQ� HQMR\� KLJK� VWDQGDUGV� RI� OLYLQJ
ZKLOH�ODUJH�SHQDOWLHV�DUH�DWWDFKHG�WR�ORZ�OHYHOV�RI�HGXFDWLRQ�

1RQ�IDUP�VHOI�HPSOR\PHQW� DFWLYLWLHV� H[KLELW� VWURQJ�JURZWK�EHWZHHQ�����
DQG�������:KLOH�D�ORW�RI�WKH�LQLWLDO�VHOI�HPSOR\PHQW�DSSHDUV�WR�KDYH�EHHQ

SXVK
� VHOI�HPSOR\PHQW� L�H��� DFWLYLWLHV� WR� JXDUDQWHH� WKH� KRXVHKROG
V
VXEVLVWHQFH� LQ� WKH� DEVHQFH� RI� RWKHU� OLQNV� ZLWK� WKH� IDFWRU� PDUNHWV�� WKH
PDMRULW\� RI� 
QHZ
� VHOI�HPSOR\PHQW� DFWLYLWLHV� DSSHDU� WR� EH� JHQXLQH
HQWUHSUHQHXULDO�DFWLYLWLHV��6HOI�HPSOR\PHQW�EHFRPHV�DQ�LPSRUWDQW�FRUUHODWH
RI�VRFLDO�FODVV��7KHUH�LV�DOVR�HYLGHQFH�IRU�WKH�HPHUJHQFH�RI�D�ZHDOWK\�FODVV
RI�SURSHUW\�RZQHUV�

$IWHU� WKH� VXFFHVVIXO� VWDELOL]DWLRQ� RI� WKH� HFRQRP\� DQG� WKH� UHVXPSWLRQ� RI
JURZWK�� WKH�JUHDWHVW� FKDOOHQJH� IRU� WKH�QDVFHQW�.\UJ\]�PDUNHW� HFRQRP\� LV
QRZ�WKH�HOLPLQDWLRQ�RI�SRYHUW\�DQG�WKH�UHGXFWLRQ�RI�PDVVLYH�LQHTXDOLWLHV�LQ
LQFRPH�DQG�SDUWLFXODUO\�ZHDOWK�

*LYHQ� WKH�QDWXUH�RI� WKH� LQHTXDOLWLHV� LGHQWLILHG� LQ� WKLV�SDSHU�� WKHUH�DUH� IHZ
SROLFLHV�WKDW�SURPLVH� WR�GHOLYHU�SRYHUW\�DOOHYLDWLRQ�DQG�UHGXFHG� LQHTXDOLW\
LQ�WKH�VKRUW�WHUP��$�VWUHQJWKHQLQJ�RI�WKH�UHGLVWULEXWLRQ�WRZDUGV�YXOQHUDEOH
KRXVHKROGV��KRXVHKROGV�ZLWK�FKLOGUHQ��XQHPSOR\HG��SHQVLRQHUV��LV�OLNHO\�WR
SURYLGH� VRPH� LPPHGLDWH� VXFFHVVHV� EXW� PD\� EH� KDPSHUHG� E\� WKH
LQVXIILFLHQF\� RI� EXGJHWDU\�PHDQV�� 7KH� SURPRWLRQ� RI� JDLQIXO� HPSOR\PHQW



WKURXJK�HIIHFWLYH�PLQLPXP�ZDJHV�DQG�WKH�HOLPLQDWLRQ�RI�ZDJH�DUUHDUV�IXOILO
D�VLPLODU�SXUSRVH�EXW�DOVR�HQFRXQWHUV�VLPLODU�FRQVWUDLQWV�

$OWKRXJK� DYHUDJH� OHYHOV� RI� HGXFDWLRQDO� DFKLHYHPHQW� DUH� KLJK�� WKH
HGXFDWLRQDO�V\VWHP�DSSHDUV� WR�GLVSHQVH�JHQHUDO� WUDLQLQJ�DQG� WUDLQLQJ� OLWWOH
DGDSWHG�WR�WKH�QHHGV�RI�WKH�
QHZ
�HFRQRP\��%HIRUH�JRYHUQPHQW�SROLF\�FDQ
HIIHFWLYHO\� SURPRWH� WKH� HTXDOLW\� RI� RXWFRPHV� LQ� WHUPV� RI� LQFRPH� DQG
ZHDOWK�� LW� QHHGV�� LQ� WKH� ILUVW� LQVWDQFH�� WR� SURPRWH� WKH� HTXDOLW\� RI
RSSRUWXQLWLHV�� 7KLV� FDQ� EH� DFKLHYHG� WKURXJK� LQYHVWPHQW� LQ� HGXFDWLRQ� DQG
WUDLQLQJ��HVSHFLDOO\�IRU�WKH�OHDVW�ZHOO�RII�

5HJLRQDO� GLIIHUHQFHV� DUH� YHU\� LPSRUWDQW� DQG� GLIILFXOW� WR� HUDGLFDWH� LQ� WKH
VKRUW�WHUP��$�ORW�RI�VXUSOXV�ODERXU�ZDV�VKHG�LQ� WKH� LQGXVWULDO�VHFWRU�DQG�D
ODUJH� VKDUH� RI� WKH� GLVSODFHG� KDV� PRYHG� LQWR� WKH� DJULFXOWXUDO� VHFWRU�� 7KH
HFRQRPLF�UHYLYDO�KDV�EHHQ�VSXUUHG�E\�WKH�DJULFXOWXUDO�VHFWRU�DQG�DOVR�E\�WKH
HPHUJLQJ� VHUYLFH� VHFWRU��+RZHYHU�� SURGXFWLYH� DJULFXOWXUH� FRQWLQXHV� WR� EH
KDPSHUHG� E\� LQDGHTXDWH� LQIUDVWUXFWXUHV� DQG� GLIILFXOWLHV� WR� GLVSDWFK� WKH
SURGXFH� WR� PDUNHWV�� 5HJLRQDO� SROLFLHV� DLPHG� DW� FUHDWLQJ� LQIUDVWUXFWXUHV
RXWVLGH� WKH� PDLQ� FHQWUHV� RI� DFWLYLW\� %LVKNHN� DQG� &KXL� DUH� DQ� LPSRUWDQW
LQJUHGLHQW�RI�D�ORQJ�WHUP�JURZWK�VWUDWHJ\��DV�LV�DQ�HIIHFWLYH�GLVWULEXWLRQ�RI
WKH�EHQHILWV�RI�HFRQRPLF�JURZWK�LQ�WKH�VKRUW�UXQ��)DLOXUH�WR�UHGLVWULEXWH�WKH
SURFHHGV� JHQHUDWHG� E\� WKH� VKLIW� WR� WKH� QHZ� HFRQRPLF� V\VWHP� PD\
MHRSDUGL]H�WKH�LQVWLWXWLRQV�WKDW�GHOLYHUHG�JURZWK�LQ�WKH�ILUVW�SODFH��3ROLFLHV
IRU� VXVWDLQDEOH� JURZWK� WKHUHIRUH� KDYH� WR� WDFNOH� WKH� URRW� FDXVHV� RI� WKH
GLVWULEXWLRQDO�LQHTXDOLWLHV�



5()(5(1&(6

$ED]RY�� 5DILV� �������� 
(FRQRPLF�0LJUDWLRQ� LQ� 3RVW�6RYLHW� &HQWUDO� $VLD�
7KH� &DVH� RI�.\UJ\]VWDQ
��3RVW�&RPPXQLVW� (FRQRPLHV�� YRO�� ���� QR���� SS�
��������

$FNODQG�� 5REHUW� DQG� -DQH� )DONLQJKDP� �������� 
$� 3URILOH� RI� 3RYHUW\� LQ
.\UJ\]VWDQ
�� LQ� -DQH�)DONLQJKDP�� -HQL�.OXJPDQ�� 6KHLOD�0DUQLH� DQG� -RKQ
0LFNOHZULJKW� �HGV���+RXVHKROG�:HOIDUH� LQ�&HQWUDO�$VLD��0DFPLOODQ�3UHVV
/WG��%DVLQJVWRNH��SS��������

$QGHUVRQ��.DWKU\Q�DQG�5LFKDUG�3RPIUHW���������3RYHUW\�DQG�7UDQVLWLRQ�LQ
WKH� .\UJ\]� 5HSXEOLF� �������� SDSHU� SUHVHQWHG� WR� WKH�$PHULFDQ� (FRQRPLF
$VVRFLDWLRQ�

%XFKLQVN\��0RVKH���������
&KDQJHV�LQ�WKH�86�:DJH�6WUXFWXUH�����������
$SSOLFDWLRQ�RI�4XDQWLOH�5HJUHVVLRQ
��(FRQRPHWULFD��YRO������QR�����SS������
����

%XFKLQVN\�� 0RVKH� �������� 
5HFHQW� $GYDQFHV� LQ� 4XDQWLOH� 5HJUHVVLRQ
0RGHOV��$�3UDFWLFDO�*XLGHOLQH�IRU�(PSLULFDO�5HVHDUFK
��-RXUQDO�RI�+XPDQ
5HVRXUFHV��YRO������QR�����SS���������

&KDPEHUODLQ�� *DU\� �������� 
4XDQWLOH� 5HJUHVVLRQ�� &HQVRULQJ� DQG� WKH
6WUXFWXUH� RI� :DJHV
�� LQ� &KULVWRSKHU� $�� 6LPV� �HGLWRU��� $GYDQFHV� LQ
(FRQRPHWULFV��6L[WK�:RUOG�&RQJUHVV��9RO��,���&DPEULGJH�8QLYHUVLW\�3UHVV�
SS����������

&RXGRXHO�� $OLQH�� $ODVWDLU� 0F$XOH\� DQG� -RKQ� 0LFNOHZULJKW� �������

7UDQVIHUV� DQG� ([FKDQJH� EHWZHHQ� +RXVHKROGV� LQ� 8]EHNLVWDQ
�� LQ� -DQH
)DONLQJKDP�� -HQL� .OXJPDQ�� 6KHLOD�0DULQH� DQG� -RKQ�0LFNOHZULJKW� �HGV��
+RXVHKROG�:HOIDUH�LQ�&HQWUDO�$VLD��0DFPLOODQ�3UHVV�/WG��%DVLQJVWRNH��SS�
��������

'HDWRQ�� $QJXV� �������� 7KH� $QDO\VLV� RI� +RXVHKROG� 6XUYH\V�� $
0LFURHFRQRPHWULF� $SSURDFK� WR� 'HYHORSPHQW� 3ROLF\�� 7KH� -RKQV� +RSNLQV
8QLYHUVLW\�3UHVV��%DOWLPRUH��SS��������

(%5'���������7UDQVLWLRQ�5HSRUW�������(XURSHDQ�%DQN�IRU�5HFRQVWUXFWLRQ
DQG�'HYHORSPHQW��/RQGRQ�

(%5'���������7UDQVLWLRQ�5HSRUW�������(XURSHDQ�%DQN�IRU�5HFRQVWUXFWLRQ
DQG�'HYHORSPHQW��/RQGRQ�



)ROH\��0DUN�&����������
6WDWLF�DQG�'\QDPLF�$QDO\VHV�RI�3RYHUW\�LQ�5XVVLD
�
LQ� -HQL� .OXJPDQ� �HG���� 3RYHUW\� LQ� 5XVVLD�� 3XEOLF� 3ROLF\� DQG� 3ULYDWH
5HVSRQVHV��(',�'HYHORSPHQW�6WXGLHV��7KH�:RUOG�%DQN��:DVKLQJWRQ�'&�
SS��������

)RVWHU�� -DPHV�� -RHO� *UHHU� DQG� (ULF� 7KRUEHFNH� �������� 
$� &ODVV� RI
'HFRPSRVDEOH�3RYHUW\�0HDVXUHV
��(FRQRPHWULFD��YRO������SS����������

*OHZZH��3���������� 
,QYHVWLJDWLQJ�WKH�'HWHUPLQDQWV�RI�+RXVHKROG�:HOIDUH
LQ�WKH�&{WH�G
,YRLUH��-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV��YRO������QR�����SS�
��������

*URRWDHUW�� &KULVWLDDQ� DQG� -HDQLQH�%UDLWKZDLWH� ��������3RYHUW\� &RUUHODWHV
DQG� ,QGLFDWRU�%DVHG�7DUJHWLQJ� LQ�(DVWHUQ�(XURSH�DQG� WKH�)RUPHU� 6RYLHW
8QLRQ�� 3RYHUW\� 5HGXFWLRQ� DQG� (FRQRPLF� 0DQDJHPHQW� 1HWZRUN�
(QYLURQPHQWDOO\�DQG�6RFLDOO\�6XVWDLQDEOH�'HYHORSPHQW�1HWZRUN��:RUNLQJ
3DSHU�1R��������7KH�:RUOG�%DQN��:DVKLQJWRQ�'&�

,0)���������.\UJ\]�5HSXEOLF��5HFHQW�(FRQRPLF�'HYHORSPHQWV��,0)�6WDII
&RXQWU\�5HSRUW�1R��������,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'&�

,0)���������.\UJ\]�5HSXEOLF��5HFHQW�(FRQRPLF�'HYHORSPHQWV��,0)�6WDII
&RXQWU\�5HSRUW�1R���������,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'&�

.RHQNHU�� 5RJHUW� DQG� *LOEHUW� -U�� %DVVHWW� �������� 
5HJUHVVLRQ� 4XDQWLOHV
�
(FRQRPHWULFD��YRO������QR����SS��������

/LSWRQ��'DYLG� DQG� -HIIUH\� 6DFKV� �������� 
&UHDWLQJ� D�0DUNHW� (FRQRP\� LQ
(DVWHUQ� (XURSH�� 7KH� &DVH� RI� 3RODQG
�� %URRNLQJV� 3DSHUV� RQ� (FRQRPLF
$FWLYLW\��QR�����SS���������

0LODQRYLF�� %UDQNR� �������� ,QFRPH�� ,QHTXDOLW\�� DQG� 3RYHUW\� GXULQJ� WKH
7UDQVLWLRQ� IURP� 3ODQQHG� WR�0DUNHW� (FRQRP\��:RUOG� %DQN�5HJLRQDO� DQG
6HFWRUDO�6WXGLHV��7KH�:RUOG�%DQN��:DVKLQJWRQ�'&�

1HOVRQ�� -XOLH� $�� �������� 
+RXVHKROG� (TXLYDOHQFH� 6FDOHV�� 7KHRU\� YHUVXV
3ROLF\"
��-RXUQDO�RI�/DERU�(FRQRPLFV��YRO������QR�����SS����������

5DPVH\�� -�� %�� �������� 
7HVWV� IRU� 6SHFLILFDWLRQ� (UURUV� LQ� &ODVVLFDO� /LQHDU
/HDVW�6TXDUHV�5HJUHVVLRQ�$QDO\VLV
��-RXUQDO�RI�WKH�5R\DO�6WDWLVWLFDO�6RFLHW\
�VHULHV�%���YRO������SS����������

5REHUWV��%U\DQ�:����������7KH�-�FXUYH�LV�D�*DPPD�FXUYH��,QLWLDO�:HOIDUH
&RQVHTXHQFHV�RI�3ULFH�/LEHUDOL]DWLRQ�LQ�(DVWHUQ�(XURSH��:,'(5�:RUNLQJ
3DSHUV�1R�������818�:,'(5��+HOVLQNL�

5REHUWVRQ��/����������
7KH�(WKQLF�&RPSRVLWLRQ�RI�0LJUDWLRQ�LQ�WKH�)RUPHU
6RYLHW�8QLRQ
��3RVW�6RYLHW�*HRJUDSK\�DQG�(FRQRPLFV�� YRO������QR����� SS�
��������



5XPHU�� %RULV� �HG��� �������� &HQWUDO� $VLD� LQ� 7UDQVLWLRQ�� 'LOHPPDV� RI
3ROLWLFDO�DQG�(FRQRPLF�'HYHORSPHQW��$UPRQN��1HZ�<RUN�

:HEHU�� 0D[� �������� (FRQRP\� DQG� 6RFLHW\�� �� YROXPHV�� 8QLYHUVLW\� RI
&DOLIRUQLD�3UHVV��%HUNHOH\��&DOLIRUQLD�

:RUOG� %DQN� �������� 7KH� .\UJ\]� 5HSXEOLF�� 3RYHUW\� $VVHVVPHQW� DQG
6WUDWHJ\��5HSRUW�1R��������.*��7KH�:RUOG�%DQN��:DVKLQJWRQ�'&�

:RUOG� %DQN� �������� 7KH� ����� .\UJ\]VWDQ� 0XOWLSXUSRVH� 3RYHUW\� 6WXG\�
'RFXPHQWDWLRQ�� 3RYHUW\� DQG� +XPDQ� 5HVRXUFHV� 'LYLVLRQ�� 3ROLF\� DQG
5HVHDUFK�'HSDUWPHQW��7KH�:RUOG�%DQN��:DVKLQJWRQ�'&�


