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INTRODUCTION

Clocks and Clouds is now a campus institution. Over the past three 
issues, Clocks and Clouds KDV�SUR¿OHG�QLQHWHHQ�RXWVWDQGLQJ�DUWLFOHV��7KLV�
IDOO��ZH�DGG�¿YH�PRUH�WR�WKDW�WRWDO��2XU�RQJRLQJ�PLVVLRQ�WR�SURYLGH�DQ�RXWOHW�
IRU�SUHPLHUH�XQGHUJUDGXDWH�UHVHDUFK�LQ�SROLWLFDO�VFLHQFH�DQG�LQWHUQDWLRQDO�
UHODWLRQV�FRQWLQXHV�WR�FRQQHFW�VWXGHQWV��IDFXOW\��DQG�DGPLQLVWUDWRUV�DFURVV�
RXU�XQLYHUVLW\�

6XFK�DQ�DFKLHYHPHQW�ZRXOG�QRW�KDYH�EHHQ�SRVVLEOH�ZLWKRXW�WKH�
WLUHOHVV�ZRUN�RI�ERWK�WKH�WDOHQWHG�DXWKRUV�ZKR�DUH�SUR¿OHG�KHUHLQ�DQG�RXU�
GHGLFDWHG�HGLWRULDO�UHYLHZ�VWD̆��7KLV�MRXUQDO�LV�WUXO\�\RXUV�

7KH�XQGHUJUDGXDWH�H[SHULHQFH�LV�RIWHQ�WKH�¿UVW�WLPH�ZKHQ�ZH�DV�
VWXGHQWV�FDQ�EUHDN�DZD\�IURP�WKH�PROG�RI�URWH�HGXFDWLRQ�DQG�YHQWXUH�LQWR�
WKH�XQNQRZQ��JHQXLQHO\�VHHNLQJ�DQVZHUV�WR�TXHVWLRQV�VWLOO�SX]]OLQJ�PRUH�
VHQLRU�DFDGHPLFV��2U�EHWWHU�\HW��DVN�WKRVH�TXHVWLRQV�ZKLFK�KDYH�QHYHU�EHHQ�
DVNHG�EHIRUH�

7KH�DXWKRUV�SUR¿OHG�LQ�WKLV�LVVXH�GR�MXVW�WKDW��%UDGOH\�+DUPRQ\�
GHSROLWLFL]HV�WKH�WLPHO\�WRSLF�RI�FRXQWHUF\FOLFDO�HFRQRPLF�SROLF\��UHḊUPLQJ�
LWV�ḢFDF\�WKURXJK�VNLOOIXO�DQDO\VHV�RI�UHFHQW�FDVHV��5LFN�%DUWROGXV�SURYHV�ROG�
DSKRULVPV�DERXW�JRRG�LQWHQWLRQV�DUH�VWLOO�DFFXUDWH��DUJXLQJ�WKDW�GHYHORSPHQW�
SURJUDPV�UHTXLUH�RUJDQL]DWLRQDO�WKHRU\�WR�EH�FRQVLVWHQW�LQ�ERWK�YLVLRQ�DQG�
H[HFXWLRQ�WR�VWDQG�WKH�KLJKHVW�FKDQFH�RI�VXFFHVV��$GDP�&RRN�GHSDUWV�IURP�
SDVW�OLWHUDWXUH�WR�PDNH�D�&RQVWUXFWLYLVW�DUJXPHQW�IRU�KRZ�,VODPLVW�PLOLWDQW�
JURXSV�LQ�$IULFD�RSHUDWH�DQG�VHOHFW�WKHLU�WDUJHWV�

,Q�D�GL̆HUHQW�YHLQ��-DQHWWD�'HSSD�H[SORUHV�WKH�FULWLFDO�LPSRUWDQW�RI�
LQWHJUDWLQJ�FLW\�VSHFL¿F�UHVHDUFK�LQWR�FXUUHQW�,QWHUQDWLRQDO�'HYHORSPHQW�
OLWHUDWXUH�IRU�DQ�LQFUHDVLQJO\�JOREDOL]HG�ZRUOG��/DVWO\��&RQRU�+XJKHV�
H[DPLQHV�WKH�UHDVRQLQJ�DQG�PRWLYDWLRQV�EHKLQG�QXFOHDU�GLVDUPDPHQW�LQ�NH\�
success cases.

Clocks and Clouds�LV�EDVHG�RQ�WKH�SUHPLVH�WKDW�XQGHUJUDGXDWH�
VWXGHQWV�KDYH�LGHDV�WKDW�PDWWHU��:H�DUH�FRQYLQFHG�WKDW�WKH�LGHDV�SUHVHQWHG�
LQ�WKLV�LVVXH�FDQ�PDNH�JHQXLQH�FRQWULEXWLRQV�WR�D�EURDGHU�DFDGHPLF�GLDORJXH��
-RLQ�XV�QRZ�LQ�DSSUHFLDWLQJ�WKH�H[WUDRUGLQDU\�YRLFH�RI�WKHVH�WDOHQWHG�\RXQJ�
VWXGHQW�UHVHDUFKHUV��
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ECONOMIC COUNTERCYCLICAL FISCAL POLICY 
AND GROWTH IN DEMOCRACIES AFTER THE 2008 

RECESSION

Bradley Harmon

$EVWUDFW

$IWHU� \HDUV� RI� HFRQRPLF� GRZQWXUQ� DQG� UHFRYHU\�� WKH� GHEDWH�
RYHU�VWLPXOXV�SDFNDJHV�DQG�FRXQWHUF\FOLFDO�SROLF\�FRQWLQXHV�JOREDOO\��
3URSRQHQWV�RI�VXFK�SROLFLHV�FODLP�WKDW�WKH�YDULRXV�VWLPXOXV�SDFNDJHV�
DQG� SROLF\� LQLWLDWLYHV� DURXQG� WKH� JOREH� KHOSHG� EULQJ� DERXW� TXLFNHU�
UHFRYHU\�� ZKLOH� RSSRQHQWV� FODLP� WKDW� LQ� PDQ\� FDVHV� WKHVH� SROLFLHV�
EURXJKW�IXUWKHU�HFRQRPLF�ZRHV��7KLV�VWXG\�VHHNV�WR�H[DPLQH�WKH�H̆HFWV�
RI� VWLPXOXV� SDFNDJHV� DQG�PDMRU� FRXQWHUF\FOLFDO� SROLF\� LQLWLDWLYHV� RQ�
HFRQRPLF�UHFRYHU\�RYHU�WKH�ODVW�VL[�\HDUV��7KLV�VWXG\�XVHV�TXDQWLWDWLYH�
PHWKRGV��DQG�FRQWUROV�IRU�EDQN�OHYHUDJH��SRSXODWLRQ�JURZWK��DQG�*'3�
SHU� FDSLWD�� 7KH� UHJUHVVLRQ� VKRZV� WKDW� FRXQWULHV� WKDW� LPSOHPHQWHG�
PDMRU� FRXQWHUF\FOLFDO� SROLF\� LQLWLDWLYHV� JUHZ� VLJQL¿FDQWO\�PRUH� WKDQ�
FRXQWULHV�WKDW�GLG�QRW��WKHRUHWLFDOO\�YDOLGDWLQJ�WKH�XVH�RI�VXFK�SROLFLHV�

7KH������¿QDQFLDO�FULVLV�SOXQJHG�WKH�8QLWHG�6WDWHV�DQG�WKH�ZRUOG�LQWR�
DQ�HFRQRPLF�GRZQWXUQ�WKH�OLNHV�RI�ZKLFK�KDG�QRW�EHHQ�VHHQ�VLQFH�WKH�*UHDW�
'HSUHVVLRQ�� ,W�ZDV�FKDUDFWHUL]HG�E\�PDVVLYH�GHPDQG�VKRFNV��EDQN�EDLORXWV��
ZLGHVSUHDG� XQHPSOR\PHQW�� DQG� D� YHU\� VORZ� UHFRYHU\� IRU� PDQ\� HFRQRPLHV�
ZRUOGZLGH��7KH�GHEDWH�KDV�FHQWHUHG�DURXQG�KRZ�WR�H[SHGLWH�WKH�UHFRYHU\��

,QWHUQDWLRQDOO\��DQG�ZLWKLQ�WKH�$PHULFDQ�SROLWLFDO�GLYLGH��WKH�GHEDWH�
SULPDULO\� H[LVWV� EHWZHHQ� SURSRQHQWV� RI�PDUNHW�EDVHG� SURF\FOLFDO� HFRQRPLF�
SROLF\� DQG� SURSRQHQWV� RI� .H\QHVLDQ� FRXQWHUF\FOLFDO� SROLF\�� 3URF\FOLFDO�
WKHRULHV�KROG�WKDW�JRYHUQPHQW�DFWLRQ�FDQQRW�HQG�FULVHV�LQ�H̆HFWLYH�ZD\V��7KH�

%5$'/(<� +$5021� LV� D� VWXGHQW� RI� ,QWHUQDWLRQDO� 5HODWLRQV� DQG� 3ROLWLFDO� 6FLHQFH��
VSHFLDOL]LQJ�LQ�1DWLRQDO�6HFXULW\�3ROLF\�LQ�(DVW�$VLD�
6FKRRO� RI� ,QWHUQDWLRQDO� 6WXGLHV�6FKRRO� RI� 3XEOLF� $̆DLUV�� $PHULFDQ� 8QLYHUVLW\� 
(PDLO��EK����D#VWXGHQW�DPHULFDQ�HGX

&ORFNV�	�&ORXGV��-RXUQDO�RI�1DWLRQDO�DQG�*OREDO�$̆DLUV�������������������
�KWWS���ZZZ�DPHULFDQ�HGX�FORFNVDQGFORXGV�!� 
+%3�3XEOLVKLQJ��KWWS��ZZZ�KES�FRP�!
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RQO\�WKLQJ�WR�GR�LQ�D�GRZQWXUQ�LV�WR�UHGXFH�UHJXODWLRQV��WD[HV��DQG�JRYHUQPHQW�
GHEW� WR� HQVXUH� WKDW�� ZKHQ� WKH� UHFRYHU\� EHJLQV�� LW� LV� IUHH� WR� PDNH� SURJUHVV�
ZLWKRXW�WKH�JRYHUQPHQW�KDPSHULQJ�JURZWK��&RXQWHUF\FOLFDO�WKHRULHV�DVVXPH�
WKDW�D�JRYHUQPHQW¶V�EHVW�UHVSRQVH�WR�IDOOLQJ�FRQVXPHU�VSHQGLQJ�LV�WR�VWHS�LQ�
DQG�LQFUHDVH�VSHQGLQJ��WKHUHE\�VWLPXODWLQJ�WKH�HFRQRP\��1RZ�WKDW�WKH�86�KDV�
UHDFKHG�WKH�UHFRYHU\�VWDJH�RI�WKLV�¿QDQFLDO�FULVLV��ZH�FDQ�H[DPLQH�WKH�HYLGHQFH�
VLQFH������ WR� HPSLULFDOO\� WHVW� WKH� YDOLGLW\� RI� SURF\FOLFDO� DQG� FRXQWHUF\FOLFDO�
theories.

7KLV�VWXG\�ZLOO�FRQVLGHU�WKH�ḢFDF\�RI�VWLPXOXV�SDFNDJHV��D�SULQFLSDO�
WRRO�RI�UHFRYHU\�IRU�FRXQWHUF\FOLFDO�¿VFDO�SROLF\��,Q�SDUWLFXODU��ZKHWKHU�FRXQWULHV�
WKDW�LQVWLWXWHG�PDMRU�FRXQWHUF\FOLFDO�SROLF\�LQLWLDWLYHV��OLNH�VWLPXOXV�SDFNDJHV��
LQ� UHVSRQVH� WR� WKH������FULVLV� IDUHG�EHWWHU�HFRQRPLFDOO\� WKDQ� WKRVH� WKDW�GLG�
QRW��7KLV�VWXG\�ZLOO�¿UVW�SURSRVH�WKDW�WKH�HFRQRPLFV�EHKLQG�WKH�FRXQWHUF\FOLFDO�
¿VFDO� SROLF\� LQLWLDWLYHV� LQ� GHPRFUDWLF� FRXQWULHV� LV� VRXQG�� DQG� VHFRQG�� WKDW�
FRXQWULHV� WKDW� LQVWLWXWHG� VXFK� LQLWLDWLYHV�ZLOO� KDYH� KLJKHU�*'3� JURZWK�SRVW�
����� WKDQ� WKRVH� WKDW�GLG�QRW��7R�H[DPLQH� WKLV� FODLP�� ,�ZLOO� UXQ�D� VWDWLVWLFDO�
UHJUHVVLRQ�RQ�*'3�JURZWK�XVLQJ�FRXQWU\�\HDUV�LQ�DOO�GHPRFUDFLHV��DV�GH¿QHG�
E\�)UHHGRP�+RXVH��DVVHVVLQJ�GDWD�IURP������WR�������,�GLVWLQJXLVK�EHWZHHQ�
WKRVH�QDWLRQV�ZKLFK�KDYH�LQVWLWXWHG�RU�FRQWLQXHG�PDMRU�FRXQWHUF\FOLFDO�SROLF\�
LQLWLDWLYHV�WKDW�\HDU�IRU�WKH�LQGHSHQGHQW�YDULDEOH��DQG�,�LQFOXGH�EDQN�OHYHUDJH��
SRSXODWLRQ�JURZWK��DQG�*'3�SHU�FDSLWD�DV�FRQWURO�YDULDEOHV�

7KLV�VWXG\�ZLOO�¿UVW�SURFHHG�WR�UHYLHZ�H[LVWLQJ�OLWHUDWXUH�RQ�HFRQRPLF�
UHFRYHULHV�DQG�WKH�ZRUN�RI�RWKHU�VFKRODUV�RQ�WKH�IDFWRUV�ZKLFK�PD\�GHWHUPLQH�
WKHLU�VXFFHVV��6HFRQG��,�ZLOO�GHWDLO�WKH�XQGHUO\LQJ�WKHRU\�EHKLQG�WKH�IDFWRUV�,�
FKRVH�WR�H[DPLQH�DQG�WKH�FDXVDO�QDUUDWLYH�IRU�HDFK�IDFWRU��1H[W��,�ZLOO�HOXFLGDWH�
P\�K\SRWKHVLV� DQG�GHWDLO� WKH� UHVHDUFK�GHVLJQ�DQG�PHWKRGRORJ\��)LQDOO\�� WKH�
VWXG\�ZLOO�FRQFOXGH�ZLWK�DQ�DQDO\VLV�RI�WKH�GDWD�DQG�VXPPDU\�RI�¿QGLQJV��

/LWHUDWXUH�5HYLHZ

&XUUHQW� JDSV� LQ� WKH� OLWHUDWXUH� RQ� HFRQRPLF� UHFRYHU\� IURP� ¿QDQFLDO�
FULVHV� DULVH� IURP� WKH� SUHVHQW� ODFN� RI� PDMRU� VWXGLHV� RQ� WKH� H̆HFWLYHQHVV� RI�
FRXQWHUF\FOLFDO�¿VFDO�SROLF\��7KH�ODFN�RI�VXFK�ZRUN�KDV�EHHQ�SDUWLFXODUO\�JODULQJ�
VLQFH� WKH� ����� ¿QDQFLDO� FULVLV�� 0XFK� RI� WKH� FXUUHQW� OLWHUDWXUH� RQ� VWLPXOXV�
SDFNDJHV�GLVFXVVHV�KRZ�WR�PDNH�WKH�SROLFLHV�PRUH�H̆HFWLYH��EXW�FRPSDUDWLYHO\�
OLWWOH�KDV�EHHQ�ZULWWHQ�HPSLULFDOO\�RQ�WKH�RXWFRPHV�RI�WKHVH�SROLFLHV�

&RXQWHUF\FOLFDO� SROLF\� LV� FRQVLGHUHG� WR� KDYH� D� SRVLWLYH� H̆HFW� RQ�
HFRQRPLF�UHFRYHU\�DPRQJ�PRVW� OLWHUDWXUH�RQ�WKH�VXEMHFW��ZLWK�D� IHZ�QRWDEOH�
H[FHSWLRQV��$������UHSRUW��6SLOLPEHUJR�HW�DO���RQ�¿VFDO�SROLF\�DQG�ZRUOGZLGH�
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UHFHVVLRQV�DUJXHV�WKDW��DPRQJ�WKH�HFRQRPLHV�ZLWK�WKH�JUHDWHVW�GHPDQG�GURS�
UHVXOWLQJ�IURP�WKH�FULVLV��D�WLPHO\��VXEVWDQWLDO��DQG�WDUJHWHG�VWLPXOXV�SDFNDJH�
LV� WKH� EHVW� ZD\� WR� DFKLHYH� IXOO� HFRQRPLF� UHFRYHU\�� 'UDZLQJ� XSRQ� HYLGHQFH�
IURP�SULRU�¿QDQFLDO�PHOWGRZQV� OLNH� WKH�*UHDW�'HSUHVVLRQ�RQ�WKH�����V�� WKH�
(DVW�$VLDQ�¿QDQFLDO�FULVLV�RI������LQ�-DSDQ�DQG�.RUHD��DQG�WKH�1RUGLF�FULVLV�RI�
�����������WKH�DXWKRUV�DUJXH�WKDW�DQ�³HDUO\��VWURQJ��DQG�FDUHIXOO\�WKRXJKW�RXW�
¿VFDO�VWLPXOXV´�LV�WKH�EHVW�ZD\�IRU�D�QDWLRQ�WR�VXFFHHG�LQ�³UHVFXLQJ�WKH�¿QDQFLDO�
VHFWRU�DQG�LQFUHDVLQJ�GHPDQG´��6SLOLPEHUJR�HW�DO�������������)DFHWV�RI�WKHVH�
SROLFLHV�LQFOXGH�LQFUHDVHG�LQIUDVWUXFWXUH�PDLQWHQDQFH�VSHQGLQJ��H[SDQVLRQ�RI�
WDUJHWHG� WUDQVIHU�SD\PHQWV� VXFK�DV�XQHPSOR\PHQW�EHQH¿WV�� DQG� WHPSRUDU\�
UHGXFWLRQV�LQ�FRQVXPSWLRQ�WD[��7KHVH�SURSRVDOV�DUH�DOVR�WRXFKHG�RQ�LQ�D������
SDSHU� DERXW� WKH� 8QLWHG� 6WDWHV¶� ³URDG� WR� UHFRYHU\´� DIWHU� WKH� UHFHVVLRQ�� 7KH�
SDSHU� DUJXHV� WKDW� VXEVWDQWLDO� UHVWUXFWXULQJ� DQG� VWLPXODWLQJ� RI� WKH� ¿QDQFLDO�
VHFWRU�VKRXOG�EH�D�PDMRU�SDUW�RI�UHFRYHU\�SODQV��HVSHFLDOO\� LQ�FRXQWULHV�ZLWK�
ORZ� LPSRUWV� WR�*'3� UDWLRV�� �=KDQJ�DQG�=KDQJ������� ���0DQ\�RI� WKH�PDMRU�
GHPRFUDFLHV�D̆HFWHG�E\� WKH�FULVLV�� LQFOXGLQJ� WKH�8QLWHG�6WDWHV��)UDQFH��DQG�
*HUPDQ\��¿W�WKLV�HFRQRPLF�SUR¿OH�

$� ����� SDSHU� �$UPLQJHRQ�� VLPLODUO\� DUJXHV� WKDW� ZKLOH� WKH� GHIDXOW�
UHDFWLRQ� WR� VXFK�GRZQWXUQV� LQ� D� FULVLV� LV� D�PLOG� DQG�RQO\�SDUWLDOO\� H̆HFWLYH�
H[SDQVLRQDU\�¿VFDO�SROLF\��FHUWDLQ�FRXQWULHV�DQG�JRYHUQPHQWV�EUHDN�WKLV�PROG�
ZLWK� VWURQJO\� FRXQWHUF\FOLFDO� SROLFLHV�� FDXVLQJ�PDMRU� HFRQRPLF� UHERXQGV� LQ�
WKH�VKRUW�UXQ��+RZHYHU��WKLV�RQO\�WHQGV�WR�RFFXU�ZKHQ�WKHUH�DUH�QRW�³OHQJWK\�
QHJRWLDWLRQV� RU� VLJQL¿FDQW� FRPSURPLVHV� EHWZHHQ� JRYHUQLQJ� SDUWLHV� ZLWK�
GL̆HUHQW�YLHZV�RQ�HFRQRPLF�DQG�¿VFDO�SROLF\´�LQ�WKH�FRXUVH�RI�SROLF\PDNLQJ�
�$UPLQJHRQ� ������ ���� :KLOH� H[DPSOHV� RI� VXFK� VLWXDWLRQV� FRPH� SULPDULO\�
IURP�DXWKRULWDULDQ�V\VWHPV��GH� IDFWR�RQH�SDUW\�GHPRFUDWLF�V\VWHPV�FDQ�DQG�
KDYH�LPSOHPHQWHG�H[WHQGHG�VWLPXOXV�DQG�UHFRYHU\�SURJUDPV��7KLV�DUJXPHQW�
DVVXPHV�WKDW�FRXQWHUF\FOLFDO�SROLF\�DORQH�OHDGV�WR�UHFRYHU\�EXW�WKH�LPSRUWDQFH�
RI� D� XQL¿HG� JRYHUQPHQW� LQ� OHDGLQJ� WR� EHWWHU� UHFRYHU\� GHVHUYHV� IXUWKHU�
H[DPLQDWLRQ�

$QRWKHU� PDMRU� IDFWRU� LQ� HFRQRPLF� UHFRYHU\� LV� WKH� UROH�� VL]H�� DQG�
H̆HFWLYHQHVV�RI�UHJXODWLRQ�UHJLPHV�ZLWKLQ�WKH�¿QDQFLDO�VHFWRUV�RI�HFRQRPLHV��
7KH� UHJXODWLRQV� IUDPHZRUNV� RI� PDQ\� PDMRU� HFRQRPLHV�� SDUWLFXODUO\� WKRVH�
ZKLFK�SHUPLWWHG�KLJK�OHYHOV�RI�SXEOLF�GHEW�DV�LQ�(XURSH��ZHUH�ÀDZHG�OHDGLQJ�
XS�WR�WKH������FULVLV���3RURNRZVNL�������6RPH�PHFKDQLVPV�KDYH�VLQFH�EHHQ�
SURSRVHG�WR�DGGUHVV�WKHVH�ÀDZV��3RURNRZVNL�¿QGV�WKDW�FRXQWULHV�WKDW�DGRSWHG�
UHJXODWRU\� UHJLPHV� ZKLFK� PRQLWRUHG� ULVN\� RU� RYHUOHYHUDJLQJ� EHKDYLRU� E\�
EDQNV��VXFK�DV�WKH�&]HFK�5HSXEOLF��3RODQG��DQG�1RUZD\��ZHDWKHUHG�WKH�FULVLV�
ZLWKRXW�PDMRU�GRZQWXUQV��0RUHRYHU��FRXQWULHV�WKDW�FRPPLW�WR�UHIRUPLQJ�WKHLU�
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UHJXODWRU\�UHJLPHV�ZLWKRXW�PDMRU�SXEOLF�GHEW�LQFUHDVHV�UHFRYHU�PRUH�TXLFNO\�
�3RURNRZVNL� ������ ������ 7KH� UROH� RI� H̆HFWLYH� UHJXODWLRQ� DQG� WKH� VFRSH� RI�
UHJXODWRU\�UHJLPHV�RQ�HFRQRPLF�UHFRYHU\�DOVR�GHVHUYHV�IXUWKHU�H[DPLQDWLRQ�

&UHGLW� DFFHVVLELOLW\� DQG� DYDLODELOLW\�� DQ� LPSRUWDQW� GULYHU� RI�
FRQVXPSWLRQ�VSHQGLQJ�DQG�KRXVHKROG�GHEW��ZDV�JUHDWO\� UHGXFHG�GXULQJ� WKH�
�����FULVLV��1RW�RQO\�LV�FUHGLW�RQH�RI�WKH�PRVW�LPSRUWDQW�DVSHFWV�RI�D�JURZLQJ�
HFRQRP\�� ODFNWKHUHRI� LV� DOVR� D� PDMRU� KLQGHUDQFH� WR� UHFRYHULQJ� HFRQRPLHV��
%LJJV�HW�DO���������VRXJKW�WR�H[SODLQ�DQG�GHEXQN�WKH�WKHRU\�RI�D�UHFRYHU\�LQ�
ZKLFK�FUHGLW�GRHV�QRW�DOVR� UH�H[SDQG� WR�SUH�FULVLV� OHYHOV�� DOVR�NQRZQ�DV� WKH�
³3KRHQL[�0LUDFOH�´�:KLOH�SULRU�UHVHDUFK�FRPSDUHG�*'3�ZLWK�WKH�FXUUHQW�VWRFN�
RI�FUHGLW�GXULQJ�D�VLQJOH�PRPHQW�RI�UHFRYHU\��WKLV�VWXG\�H[DPLQHG�WKH�JURZWK�
DQG�ÀRZ�RI� FUHGLW� LQVWHDG��7KH� DXWKRUV� IRXQG� WKDW�*'3�JURZWK� UHFRYHU\� LV�
FRUUHODWHG� DQG� WHPSRUDOO\� DVVRFLDWHG�ZLWK� D� UHFRYHU\� LQ� FUHGLW� OHYHOV� �%LJJV�
HW� DO�� ������ �������� ,Q� RWKHU�ZRUGV�� FUHGLW� JURZWK� LV� DQ� LPSRUWDQW� IDFWRU� WR�
HFRQRPLF�UHFRYHU\�

:KLOH�WKH�JURZWK�RI�FUHGLW�GXULQJ�UHFRYHU\�FDQ�EH�SRVLWLYH�� LQ�VRPH�
FDVHV��DQG�FHUWDLQO\� LQ� WKH�FDVH�RI� WKH������¿QDQFLDO�FULVLV�� LW�FDQ�EH�KLJKO\�
SUREOHPDWLF�� $FFRUGLQJ� WR� -RUGD� HW� DO�� �������� QRW� RQO\� DUH� ¿QDQFLDO� FULVLV�
UHFHVVLRQV�VLPSO\�PRUH�FRVWO\��EXW�PRUH�FUHGLW�LQWHQVLYH�HFRQRPLF�H[SDQVLRQ�
FDQ�DOVR�OHDG�WR�D�VORZHU�UHFRYHU\��$VVHVVLQJ�GDWD�RQ�GR]HQV�RI�FRXQWULHV�IURP�
�����WR�������WKH�DXWKRUV�FRQFOXGH�WKDW�D�PDMRU�IDFWRU�LQ�HFRQRPLF�UHFRYHU\�
LV�WKH�H[WHQW�WR�ZKLFK�FUHGLW�SOD\HG�D�UROH�LQ�WKH�H[SDQVLRQ�EHIRUH�WKH�FUDVK�
�-RUGD�HW�DO��������������7KLV�¿QGLQJ�LV�DOVR�VXSSRUWHG�E\�DQ�,0)�UHSRUW�WKDW�
DVVHVVHG� GDWD� IURP� WKH� ����� FULVLV�� FRQFOXGLQJ� WKDW� FRXQWULHV� ZLWK� ODUJHU�
ERRPV�LQ�EDQN�FUHGLW�EHIRUH�WKH�FULVLV�JHQHUDOO\�H[SHULHQFH�GHHSHU�EXVWV�DQG�
VORZHU�UHFRYHULHV�DIWHUZDUG��$LVHQ�DQG�)UDQNHQ�����������

7KH� IDFWRUV� UHYLHZHG� LQ� WKH� OLWHUDWXUH� RI� FRXQWHUF\FOLFDO� SROLF\� DUH�
LQQDWHO\� LQWHUWZLQHG��)LVFDO� VWLPXOL� DUH�PRUH� OLNHO\�ZLWK�XQLW\� JRYHUQPHQWV�
DQG�RQH�SDUW\� V\VWHPV��XQFHUWDLQW\� LV� GHULYHG� IURP�QRQ�XQLW\� JRYHUQPHQWV�
DQG� UHJXODWRU\� V\VWHPV�EHLQJ� FKDQJHG�� DQG� FUHGLW� UHFRYHU\� YDULHV�EDVHG�RQ�
KRZ�GHSHQGHQW�WKH�SUH�UHFHVVLRQ�HFRQRP\�ZDV�RQ�FUHGLW��:KLOH�PDQ\�IDFWRUV�
FDQ�SRWHQWLDOO\�D̆HFW�HFRQRPLF�UHFRYHU\�DQG�WKH�ḢFDF\�RI�VWLPXOXV�SDFNDJHV��
WKHUH�KDYH�QRW�EHHQ�DQ\�PDMRU�SRVW������FULVLV�VWXGLHV�RQ�ZKDW�WKH�NH\�IDFWRUV�
DUH� LQ� GHWHUPLQLQJ� UHFRYHU\� UDWHV�� LQ� SDUW� EHFDXVH� WKH� JOREDO� HFRQRP\� KDV�
QRW�\HW�HQWLUHO\�UHFRYHUHG�IURP�WKH�UHFHVVLRQ��7KLV�VWXG\�DLPV�WR�¿OO�WKDW�JDS�
E\� FRQVLGHULQJ� ZKDW� ,� EHOLHYH� WR� EH� WKH�PRVW� LPSRUWDQW� LQGLYLGXDO� IDFWRUV��
VWLPXOXV� SDFNDJHV�� EDQN� OHYHUDJH�� DV� ZHOO� DV� SRVVLEOH� FRQIRXQGLQJ� IDFWRUV�
VXFK�DV�SRSXODWLRQ�JURZWK�DQG�*'3�SHU�FDSLWD��7KLV�VWXG\�ZLOO�H[DPLQH�WKHVH�
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IDFWRUV�DQG�DWWHPSW�WR�GHWHUPLQH�KRZ�HFRQRPLHV�FDQ�H[SHGLWH�WKH�SURFHVV�RI�
HFRQRPLF�UHFRYHU\�

Theory

)LVFDO�SROLF\�KDV�EHHQ�D�SRSXODU�DQG�H̆HFWLYH�WRRO�XVHG�E\�JRYHUQPHQWV�
WR�LQÀXHQFH�HFRQRPLHV�VLQFH�-RKQ�0D\QDUG�.H\QHV�SRSXODUL]HG�WKH�VWUDWHJ\�
RI� DWWHPSWLQJ� WR� FRXQWHUDFW� DQG� WKHUHE\� DOOHYLDWH� HFRQRPLF� FRQWUDFWLRQV� DW�
WKH�PDFURHFRQRPLF� OHYHO��(VSHFLDOO\� GXULQJ� WKH� ����� FULVLV�� FRXQWHUF\FOLFDO�
SROLFLHV�ZHUH�PRVW� YLVLEOH�PDQLIHVW� LQ� VWLPXOXV� SDFNDJHV�ZRUOGZLGH�� ,Q� WKH�
8QLWHG� 6WDWHV�� WKHUH� KDV� EHHQ� D�PDMRU� GHEDWH� RYHU� WKH� H̆HFWLYHQHVV� RI� WKH�
�����VWLPXOXV�SDFNDJH�HQDFWHG�E\�3UHVLGHQW�2EDPD��,Q�RUGHU�WR�XQGHUVWDQG�
WKH� LPSDFW� RI� WKHVH� SROLFLHV� DQG� DGYDQFH� WKH� GHEDWH�� LW� LV� ¿UVW� QHFHVVDU\� WR�
XQGHUVWDQG�WKH�WKHRU\�EHKLQG�WKHP��

:KHQ�DQ�HFRQRP\�FUDVKHV�GXH�WR�PDMRU�VKRFN��VXFK�DV�WKH�EXUVWLQJ�RI�
WKH�86�KRXVLQJ�EXEEOH�LQ�������D�QXPEHU�RI�H̆HFWV�RIWHQ�IROORZ��)LUVW��EDQNV�
WKDW�KDYH�ORDQHG�RXW�ODUJH�VXPV�RI�PRQH\�VXGGHQO\�¿QG�WKDW�WRR�IHZ�HQWLWLHV�
FDQ�D̆RUG�WR�UHSD\�WKHP��7KH�EDQNV�WKHUHIRUH�VWRS�JLYLQJ�RXW�ORDQV��FDXVLQJ�
EXVLQHVVHV� WR� ODFN� WKH� FUHGLW� QHHGHG� WR� LQYHVW� LQ� WKHLU� RZQ� SURGXFWLRQ� DQG�
JURZWK��$W�WKH�VDPH�WLPH��LQGLYLGXDOV�ZKR�KDYH�GHIDXOWHG�RQ�WKHLU�ORDQV�KDYH�
JUHDWO\� UHGXFHG� SXUFKDVLQJ� SRZHU�� 6LPLODUO\�� VWUXJJOLQJ� DQG� RYHUOHYHUDJHG�
EDQNV�DUH�XQDEOH�WR�JURZ�WKHLU�SRUWIROLRV��

$FFRUGLQJO\��RYHUDOO�GHPDQG�LQ�WKH�HFRQRP\�VRRQ�GURSV�VLJQL¿FDQWO\��
:LWK�IHZHU�SHRSOH�EX\LQJ�JRRGV�DQG�FRUSRUDWLRQV�LQYHVWLQJ�LQ�WKHLU�SURGXFWLRQ��
¿UPV�DUH� IRUFHG�WR�FXW�ERWK� MREV�DQG�RXWSXW�� OHDGLQJ� WR�XQHPSOR\PHQW�DQG�
XOWLPDWHO\�ORZHULQJ�FRQVXPHU�GHPDQG�HYHQ�IXUWKHU��7KLV�VSLUDO�FDQ�FRQWLQXH�
IRU�\HDUV�LI�OHIW�XQFKHFNHG��$Q�HFRQRPLF�VWLPXOXV�SDFNDJH�DLPV�WR�VXSSOHPHQW�
IDOOLQJ�FRQVXPHU�GHPDQG�ZLWK�LQFUHDVHG�JRYHUQPHQW�GHPDQG��MXPS�VWDUWLQJ�
WKH� HFRQRP\� E\� LQMHFWLQJ� D� ODUJH� DPRXQW� RI� PRQH\� WKURXJK� WHPSRUDULO\�
LQFUHDVHG� JRYHUQPHQW� VSHQGLQJ�� 7KLV� FRQWLQXHV� XQWLO� DOO� WKH� GHEW� OHIW� RYHU�
IURP�WKH�FUDVK� LV�SDLG�R̆��EDQNV�EHFRPH�VROYHQW�RQFH�DJDLQ��DQG�FRQVXPHU�
VSHQGLQJ�ULVHV�EDFN�WR�QRUPDO�OHYHOV�

:KDW� WKLV� FRQFHSW� PHDQV� LV� WKDW� JRYHUQPHQWV� WKDW� LQVWLWXWH� PDMRU�
VWLPXOXV� SDFNDJHV� VKRXOG� KDYH� IDVWHU� UHFRYHU\� DQG�*'3� JURZWK� UDWHV� WKDQ�
WKRVH�WKDW�GR�QRW��7KLV�H̆HFW�VKRXOG�EH�HYLGHQW�IRU�DOO�\HDUV�DIWHU�WKH�SDFNDJH�
LV�HQDFWHG��QRW�MXVW�WKH�\HDU�WKDW�LW�JRHV�LQWR�H̆HFW��,Q�DGGLWLRQ��WKH�H̆HFW�RI�
VXFK�D�VWLPXOXV�VKRXOG�WKHRUHWLFDOO\�EH�JUHDWHU�WKDQ�WKH�FRVW�RI�WKH�VWLPXOXV�
SDFNDJH��:KLOH�.H\QHVLDQ�HFRQRPLF�WKHRULHV�VD\�WKDW�LW�ZRUNV��WKH�HYLGHQFH�
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VLQFH������PXVW�FRUURERUDWH� WKH�VWRU\� LQ�RUGHU� WR�HQVXUH� WKDW� WKH� WKHRU\� LV�
VRXQG�LQ�WKLV�SDUWLFXODU�FDVH�

+\SRWKHVLV�DQG�5HVHDUFK�'HVLJQ

7KH�PDLQ�K\SRWKHVLV�RI� WKLV�SDSHU� LV� WKDW�GHPRFUDWLF�FRXQWULHV� WKDW�
LPSOHPHQWHG�PDMRU� VWLPXOXV� SDFNDJHV� RU� FRXQWHUF\FOLFDO� SROLFLHV�ZLOO� JURZ�
DW� IDVWHU� UDWHV� RQ� DYHUDJH� WKDQ� FRXQWULHV� WKDW� GLG�QRW��ZKLOH� FRQWUROOLQJ� IRU�
DJJUHJDWHG�EDQN�OHYHUDJH�UDWLRV�IURP�������*'3�SHU�FDSLWD��DQG�SRSXODWLRQ�
JURZWK�

7KH�LQGHSHQGHQW�YDULDEOH�RI�WKH�K\SRWKHVLV�LV�ZKHWKHU�RU�QRW�D�FRXQWU\�
HQDFWHG� D�PDMRU� VWLPXOXV� SDFNDJH� RU� FRXQWHUF\FOLFDO� SROLF\� DIWHU� WKH� FULVLV�
EHJDQ��)RU�HDFK�FRXQWU\�\HDU��WKH�GDWD�WDEOH�VSHFL¿HV�ZKHWKHU�RU�QRW��LQ�WKH�
FXUUHQW�\HDU�RU�EHIRUH��WKHUH�ZDV�D�PDMRU�FRXQWHUF\FOLFDO�¿VFDO�SROLF\�LQLWLDWLYH��
7KH�GHSHQGHQW�YDULDEOH� LV� WKH�JURZWK�UDWH�RI�*'3�LQ�HDFK�FRXQWU\�DIWHU� WKH�
FULVLV��0DMRU� VWLPXOXV�SDFNDJHV� DUH�GH¿QHG� DV� VSHFL¿F� OHJLVODWLRQ�SDVVHG� WR�
VWLPXODWH�GHPDQG�DQG�JURZWK�WKDW�H[FHHGV����RI�*'3��7KLV�¿JXUH�ZLOO�UHGXFH�
LQWHUIHUHQFH� IURP�URXWLQH�VSHQGLQJ� LQFUHDVHV�ZKLOH�VWLOO�PDLQWDLQLQJ�D� ODUJH�
VDPSOH�VL]H�RI�VWLPXOXV�SURJUDPV��'DWD�RQ�WKH�VWLPXOXV�SDFNDJHV�ZLOO�EH�GUDZQ�
IURP�QHZV�PHGLD�RU�SXEOLF�UHOHDVHV�DQG�2(&'�VWDWLVWLFV�RQ�*'3��7KH�DQQXDO�
*'3�JURZWK�UDWHV�ZLOO�EH�DQDO\]HG��VWDUWLQJ�IURP�������$�GHPRFUDF\�LV�GH¿QHG�
DV�DQ\�FRXQWU\�UDWHG�³)UHH´�E\�)UHHGRP�+RXVH�LQ�WKHLU������'HPRFUDF\�,QGH[��
(DFK�FRXQWU\�\HDU�ZLOO�KDYH�RQH�GDWD�SRLQW����RU���UHVSHFWLYHO\��IRU�ZKHWKHU�RU�
QRW�LW�HQDFWHG�D�PDMRU�VWLPXOXV�SDFNDJH�WKDW�\HDU�RU�SUHYLRXVO\�

7R� LQFUHDVH� WKH� YDOLGLW\� RI� FRQFOXVLRQV�� WKLV� VWXG\�ZLOO� FRQWURO� IRU� D�
QXPEHU�RI�YDULDEOHV�LQ�WKH�VWDWLVWLFDO�UHJUHVVLRQ��7KH�¿UVW�VXFK�YDULDEOH�LV�EDQN�
OHYHUDJH�UDWLRV��7KH������DJJUHJDWHG�EDQN�OHYHUDJH�UDWLRV�DPRQJ�WKH�VHOHFWHG�
FDVHV�VKRZ�WKH�UDWLR�EHWZHHQ�OLTXLGDWHG�DVVHWV�DQG�ORDQV�IRU�HDFK�FRXQWU\�LQ�
WKDW�\HDU��,Q�RWKHU�ZRUGV��LI�D�EDQN�ORDQV�RXW���GROODUV�IRU�HYHU\�GROODU�LW�KDV�LQ�
FXUUHQW�DVVHWV��WKH�OHYHUDJH�UDWLR�RI�WKDW�EDQN�LV����2QFH�D�FUHGLW�EXEEOH�EXUVWV��
PDQ\�RI�WKH�ORDQV�D�EDQN�IXQGV�GR�QRW�JHW�UHSDLG��,I�WKH�OHYHUDJH�UDWLR�LV�WRR�
KLJK��LW�EHFRPHV�GL̇FXOW�IRU�D�EDQN�WR�FRYHU�WKH�ORVVHV�RQ�WKH�GHIDXOWHG�ORDQV��
7KH�PRUH�OHYHUDJHG�EDQNV�DUH��WKH�ORQJHU�WKH�UHFRYHU\�SHULRG�QHHGHG�WR�UHWXUQ�
WR�VROLG�¿QDQFLDO�JURXQG�DQG�EHJLQ�OHQGLQJ�DJDLQ��$FFRUGLQJO\���WKH�SUH�FULVLV�
OHYHUDJH�UDWLRV�VKRXOG�WKHRUHWLFDOO\�EH�D�VLJQL¿FDQW�IDFWRU�LQ�WKH�*'3�JURZWK�
IRU�HDFK�FRXQWU\�\HDU��7KH�EDQN�OHYHUDJH�UDWLRV�DUH�WDNHQ�IURP�WKH�UHVHDUFK�RI�
.DOHPOL�2]FDQ�HW�DO����������(DFK�FRXQWU\�ZLOO�KDYH�WKH�VDPH�OHYHUDJH�YDOXH�
IRU�DOO���REVHUYDWLRQ�SHULRGV��DV�LW�LV�RQO\�WKH�SUH�FULVLV�OHYHUDJH�SHDN�RI������
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WKDW�LV�H[SHFWHG�WR�KDYH�DQ�LPSDFW�RQ�UHFRYHU\�
$� VHFRQG� FRQWURO� YDULDEOH� LV� WKH�SRSXODWLRQ� JURZWK�RI� HDFK� FRXQWU\�

\HDU�� ZLWK� GDWD� IURP� WKH�:RUOG� %DQN� RQOLQH� GDWDEDVH� DV� ZHOO� DV� WKH� &,$¶V�
SXEOLVKHG�VWDWLVWLFV�IRU�������3HRSOH�SURGXFH�JRRGV�DQG�VHUYLFHV��DQG�LW�VHHPV�
LQWXLWLYH�WR�VD\�WKDW�PRUH�SHRSOH�ZLOO�SURGXFH�PRUH�JRRGV�DQG�VHUYLFHV��$V�D�
FRXQWU\�H[SDQGV��HLWKHU�WKURXJK�FKLOGELUWK�RU�PRUH�LPSRUWDQWO\�LPPLJUDWLRQ��
LWV�*'3�JHQHUDOO\�H[SDQGV�WR�DFFRPPRGDWH�WKH�LQFUHDVHG�ZRUNIRUFH�DV�ZHOO��
%HFDXVH�*'3�LV�D�PHDVXUH�RI�DOO�JRRGV�DQG�VHUYLFHV�SURGXFHG�HDFK�\HDU��DQG�
VLQFH�D�ODUJHU�SRSXODWLRQ�VKRXOG�DOPRVW�DXWRPDWLFDOO\�SURGXFH�PRUH�JRRGV�DQG�
VHUYLFHV��YDU\LQJ�OHYHOV�RI�SRSXODWLRQ�JURZWK�FRXOG�KDYH�WKH�H̆HFW�RI�VZD\LQJ�
WKH�GDWD�DQG�VKRXOG�EH�FRQWUROOHG�IRU��

$� ODVW�FRQWURO�YDULDEOH� LV�WKH�ZHDOWK�RI�D�FRXQWU\��RSHUDWLRQDOL]HG�DV�
*'3� SHU� FDSLWD�� 5LFKHU� FRXQWULHV� WHQG� WR� H[SHULHQFH� GL̆HUHQW� H̆HFWV� IURP�
HFRQRPLF� SROLFLHV�� DQG� WKH� FRQFHSW� RI� HFRQRPLHV� RI� VFDOH� LPSOLHV� WKDW� WKH�
ODUJHU�DQ�HFRQRP\�LV��WKH�PRUH�H̆HFWLYH�D�SDFNDJH�RYHU����RI�*'3�ZRXOG�EH�DW�
LQVWLWXWLQJ�JURZWK��$GGLWLRQDOO\��ULFKHU�HFRQRPLHV�WKDW�KDYH�DOUHDG\�DFKLHYHG�
WHFKQRORJLFDO� SURGXFWLYLW\� JDLQV� DQG� KDYH� KLJKHU� OHYHOV� RI� FDSLWDO� JHQHUDOO\�
KDYH�ORZHU�JURZWK�WKDQ�SRRUHU�FRXQWULHV��DV�EDVLF�LQFUHDVHV�LQ�WHFKQRORJLFDO�
VSUHDG�RU�FDSLWDO�OHYHOV�KDYH�GHFUHDVLQJ�PDUJLQDO�DV�D�SHUFHQWDJH�IRU�*'3��'XH�
WR�ERWK�FRQIRXQGLQJ�SDWKZD\V��,�ZLOO�FRQWURO�IRU�ZHDOWK�LQ�RUGHU�WR�JHW�D�FOHDUHU�
SLFWXUH�RI�WKH�H̆HFWV�RI�VWLPXOXV�SDFNDJHV�DFURVV�DOO�HFRQRPLHV�

Cases and observations
7KH�FDVHV�VHOHFWHG�DUH�DOO�GHPRFUDFLHV��DV�GH¿QHG�E\�)UHHGRP�+RXVH��

DQG�IRU�ZKRP�WKH�UHOHYDQW�GDWD�LV�DYDLODEOH�IURP�WKH������¿QDQFLDO�FULVLV�WR�
WKH�SUHVHQW��7KLV� LV�EHFDXVH�GHPRFUDWLF�FRXQWULHV�DUH�WKH�FRXQWULHV�ZLWK�WKH�
UHVRXUFHV�� GHYHORSHG� HFRQRP\�� DQG� H̆HFWLYH� SROLWLFDO� V\VWHPV� WR�ZHLJK� WKH�
RSWLRQ�RI�ZKHWKHU�RU�QRW�WR�LPSOHPHQW�D�VWLPXOXV�SDFNDJH��'HPRFUDFLHV�DUH�
DOVR�PXFK�PRUH�OLNHO\�WR�KDYH�WKH�¿QDQFLDO�UHVRXUFHV�WR�GR�VR��DV�ZHOO�DV�WR�
SRVVHVV�WKH�GHYHORSHG�¿QDQFLDO�VHFWRUV�LPSDFWHG�E\�WKH������¿QDQFLDO�FULVLV��
$GGLWLRQDOO\��GHPRFUDFLHV�DUH�PXFK�PRUH�OLNHO\�WKDQ�QRQ�GHPRFUDFLHV�WR�KDYH�
DFFXUDWH�� UHOLDEOH� VWDWLVWLFV�� 7KH� VWXG\�ZLOO� FRYHU���� FRXQWU\� FDVHV�� FRYHULQJ�
D� UDQJH�RI� UHFRYHU\� UDWHV�� OHYHUDJLQJ� UDWLRV��XQFHUWDLQW\� LQ�HFRQRPLF�SROLF\��
DQG� VWLPXOXV� SDFNDJHV�� %HFDXVH� EDQN� OHYHUDJH� UDWLRV� DQG� XQFHUWDLQW\� GDWD�
LV�QRW�DYDLODEOH�IRU�DOO�FRXQWU\�\HDUV��WKH�QXPEHU�RI�REVHUYDWLRQV�LV�DGMXVWHG�
DFFRUGLQJO\� IRU� WKRVH� WZR� YDULDEOHV��2QO\� FRXQWU\�OHYHO� GDWD� RQ� HDFK� RI� WKH�
YDULDEOHV�LV�FRQVLGHUHG�
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0HWKRG�RI�$QDO\VLV
'XH�WR�WKH�ODUJH�YROXPH�RI�GDWD�DQG�FDVHV��TXDQWLWDWLYH�PHWKRGV�DUH�

XVHG� IRU� DQDO\VLV�� 7R� WHVW� WKH� K\SRWKHVLV�� ,� ¿UVW� XVH� D� ELYDULDWH� UHJUHVVLRQ�
EHWZHHQ�PDMRU�FRXQWHUF\FOLFDO�SROLF\�LQLWLDWLYH�DQG�*'3�JURZWK��,�IROORZ�ZLWK�
D�PXOWLYDULDWH� UHJUHVVLRQ� LQFOXGLQJ� WKH� DIRUHPHQWLRQHG� FRQWURO� YDULDEOHV� WR�
HQVXUH�WKH�¿QGLQJV�DUH�QRW�VNHZHG�E\�FRQIRXQGLQJ�IDFWRUV�

'DWD�$QDO\VLV

)RU�WKH�¿UVW�UHJUHVVLRQ��DQDO\]LQJ�RQO\�VWLPXOXV�DQG�LWV�H̆HFW�RQ�*'3�
JURZWK�ZLWKRXW�IDFWRULQJ�LQ�FRQWURO�YDULDEOHV��WKH�%�YDOXH�VKRZV�WKDW�RQ�DYHUDJH��
FRXQWULHV� WKDW� LPSOHPHQWHG� PDMRU� VWLPXOXV� SDFNDJHV� RU� FRXQWHUF\FOLFDO�
SROLFLHV�JUHZ�DERXW������SHUFHQW�PRUH�SHU�\HDU�WKDQ�WKRVH�WKDW�GLG�QRW��7KH�
FRUUHODWLRQ�LV�KLJKO\�VLJQL¿FDQW��ZLWK�D�3�YDOXH� �������7KLV�FRUURERUDWHV�WKH�
K\SRWKHVLV�WKDW�FRXQWHUF\FOLFDO�¿VFDO�SROLF\�LQLWLDWLYHV�EROVWHUHG�UHFRYHU\�UDWHV�
IROORZLQJ�WKH������¿QDQFLDO�FULVLV��

7KH� VHFRQG� UHJUHVVLRQ�� FRQWUROOLQJ� IRU� EDQN� OHYHUDJH�� SRSXODWLRQ�
JURZWK��DQG�*'3�SHU�FDSLWD��IXUWKHU�VWUHQJWKHQV�WKH�YDOLGLW\�RI�WKH�K\SRWKHVLV��
+RZHYHU�� WKH�UHJUHVVLRQ�DOVR�FRQWUDGLFWV�VRPH�RI� WKH�DUJXPHQWV�EHKLQG�WKH�
FRQWURO� YDULDEOHV� WKHPVHOYHV�� 7KH� DGGLWLRQDO� YDULDEOHV� DFWXDOO\� LQFUHDVHG�
WKH� H̆HFW� RI� D� VWLPXOXV� SDFNDJH�� ,Q� WKLV� UHJUHVVLRQ�� FRXQWULHV� WKDW� LQLWLDWHG�
VWLPXOXV�SDFNDJHV�DFWXDOO\�JUHZ�������IDVWHU�RQ�DYHUDJH�IURP������WR������
WKDQ�WKRVH�WKDW�GLG�QRW��7KH�VLJQL¿FDQFH�RI�WKLV�FRUUHODWLRQ�DOVR�LPSURYHG��ZLWK�
D�3�YDOXH� �������H[SUHVVLQJ�D�FRQ¿GHQFH�OHYHO�RI�RYHU�����

6RPH�¿QGLQJV�PHULW� IXUWKHU�FRQVLGHUDWLRQ��7KH�FRḢFLHQWV�RQ�EDQN�
OHYHUDJH� UDWLRV� DUH� QHJDWLYHO\� FRUUHODWHG� ZLWK� KLJKHU� ����� OHYHUDJH� UDWLRV�
DQG�*'3� JURZWK� IURP������������ (DFK� XQLW� LQFUHDVH� LQ� WKH� OHYHUDJH� UDWLR�
FRUUHVSRQGHG�WR�D�������GURS�LQ�*'3�JURZWK��D�VHHPLQJO\�VPDOO�FRUUHODWLRQ��
+RZHYHU��JLYHQ�DQ�DYHUDJH� OHYHUDJH� UDWLR�RI�DURXQG�����ZLWK� VRPH�UDWLRV� LQ�
*HUPDQ\�DQG�WKH�8.�JRLQJ�DV�KLJK�DV����� WKLV�FDQ�DFFRXQW� IRU�PXFK�RI� WKH�
GL̆HUHQFH� EHWZHHQ� WKH� ¿UVW� DQG� VHFRQG� UHJUHVVLRQV¶� GHPRQVWUDWHG� H̆HFW�
RI� FRXQWHUF\FOLFDO� SROLF\� RQ� *'3� JURZWK� IURP� ����������� +RZHYHU�� WKLV�
FRUUHODWLRQ� LV� LQVLJQL¿FDQW�� ZLWK� D� 3� YDOXH�  � ������ DQG� WKHUHIRUH� GRHV� QRW�
VXSSRUW�WKH�WKHRU\�EHKLQG�FRQWUROOLQJ�IRU�EDQN�OHYHUDJH�UDWLRV�

3RSXODWLRQ� JURZWK� ZDV� PRUH� VLJQL¿FDQW� DQG� DGKHUHG� PRUH� FORVHO\�
WR�WKH�K\SRWKHVLV��3RSXODWLRQ�JURZWK�HYHQ�RXWSHUIRUPHG�P\�H[SHFWDWLRQV�DV�
D� IDFWRU� LQ�*'3�JURZWK� DQG� HFRQRPLF� UHFRYHU\��(DFK� DGGLWLRQDO� SHUFHQW� RI�
SRSXODWLRQ�JURZWK�FRUUHVSRQGHG�WR�D��������LQFUHDVH�LQ�*'3�JURZWK��ZLWK�D�3�
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YDOXH� �������LQGLFDWLQJ�VWURQJ�FRQ¿GHQFH�LQ�WKLV�FRUUHODWLRQ��)DLOLQJ�WR�DGMXVW�
IRU�SRSXODWLRQ�JURZWK�DFFRXQWV�IRU�PXFK�RI�WKH�GLYHUJHQFH�EHWZHHQ�WKH�¿UVW�
DQG�VHFRQG�UHJUHVVLRQV�DQG�WKH�H̆HFW�RI�VWLPXOL�RQ�*'3�JURZWK�

*'3�SHU�FDSLWD�KDG�D�QHJDWLYH�LPSDFW�RQ�JURZWK��ZLWK�HDFK�DGGLWLRQDO�
�������SHU�FDSLWD�FRUUHVSRQGLQJ�WR�D������GURS�LQ�WKH�JURZWK�UDWH��+RZHYHU��
*'3�SHU�FDSLWD�ZDV�QDUURZO\�LQVLJQL¿FDQW��ZLWK�D�3�YDOXH�RI�������MXVW�DERYH�
WKH�����VLJQL¿FDQFH�WKUHVKROG�

7KH�IROORZLQJ�PRGHO�VXPPDUL]HV�WKH�LPSDFW�RI�FRXQWHUF\FOLFDO�SROLF\�
LQ�H[SODLQLQJ�WKH�YDULDWLRQ�LQ�*'3�UHFRYHU\�UDWHV�DIWHU�������

7KH�DGMXVWHG�5�6TXDUH�PHDVXUH�VKRZV�WKDW�WKH�PRGHO�FDQ�DFFRXQW�IRU�
DERXW�������RI�WKH�YDULDWLRQ�LQ�*'3�JURZWK�DPRQJ�GHPRFUDFLHV�IURP������WR�
������&RQVLGHULQJ�WKH�KLJK�QXPEHU�RI�IDFWRUV�WKDW�LQÀXHQFH�JURZWK�DQG�WKH�
KLJK�YRODWLOLW\�RI�JURZWK�DIWHU�WKH�FULVLV��WKLV�5�6TXDUHG�YDOXH�GRHV�VXSSRUW�WKH�
YDOLGLW\�RI�WKH�PRGHO�DQG�WKXV�WKH�YDOLGLW\�RI�WKH�UHVXOWV�

&RQFOXVLRQV

7KHUH�LV�D�VWURQJ��VLJQL¿FDQW��DQG�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�VWLPXOXV�
SDFNDJH� LPSOHPHQWDWLRQ�DQG� IDVWHU� UHFRYHU\� DIWHU� WKH������¿QDQFLDO� FULVLV��
&RQWUROOLQJ�IRU�SRSXODWLRQ�JURZWK��EDQN�OHYHUDJH�UDWHV��DQG�*'3�SHU�FDSLWD��
FRXQWHUF\FOLFDO�VWLPXOXV�SDFNDJHV�LQFUHDVHG�JURZWK�E\�DERXW������DQQXDOO\��
$GGLWLRQDOO\�� WKLV�PRGHO�H[SODLQV�DURXQG�����RI� WKH�YDULDWLRQ� LQ�SRVW������
*'3�JURZWK�UDWHV��7KH�PRGHO�LWVHOI�LV�FOHDUO\�QRW�DOO�HQFRPSDVVLQJ��+RZHYHU��
WKHVH� SROLFLHV� UHPDLQ� KLJKO\� H̆HFWLYH� WRROV� WR� LQFUHDVH� *'3� JURZWK� GXULQJ�
HFRQRPLF� UHFRYHULHV� DQG� VKRXOG� EH� FRQVLGHUHG� E\� SROLF\PDNHUV� IROORZLQJ�
¿QDQFLDO�FULVHV��2YHUDOO��WKH�K\SRWKHVLV�LV�VXSSRUWHG�E\�WKH�GDWD��(FRQRPLHV�
WKDW� LPSOHPHQW�VWLPXOXV�SDFNDJHV�JUHZ�IDVWHU��FRQWUROOLQJ� IRU�RWKHU� IDFWRUV��
DIWHU�WKH�¿QDQFLDO�FULVLV�WKDQ�WKRVH�WKDW�GLG�QRW�

'XH�WR�WKH�FRQVWUDLQWV�RI�RQO\�DFFRXQWLQJ�IRU�����RI�WKH�YDULDWLRQ��WKH�
LPSOLFDWLRQV�RI�WKLV�VWXG\�DUH�QRW�ZLGH�LQ�VFRSH�EXW�PD\�DGYDQFH�UHVSRQVHV�WR�
IXWXUH�¿QDQFLDO�FULVHV��,Q�WKH�DIWHUPDWK�RI�WKH������FULVLV��WKHUH�LV�HYLGHQFH�
WR�FRQFOXGH�WKDW�LQVWLWXWLQJ�VWLPXOXV�SDFNDJHV�RYHU����RI�*'3�LV�D�VLJQL¿FDQW�
SRVLWLYH�IDFWRU�LQ�UHFRYHU\��7KLV�VWXG\�FDQ�VHUYH�WR�FRXQWHU�FULWLFV�ZKR�FODLP�
VWLPXOL� FDWHJRULFDOO\� FDQQRW� LPSURYH�*'3�JURZWK��7KLV� LV�QRW� WR� LPSO\� WKDW�
DOO� VWLPXOXV� SDFNDJHV� DUH� JRRG�� RU� WR� LPSO\� WKDW� FRXQWHUF\FOLFDO� SROLF\� LV�
WKH�³ULJKW´�FKRLFH� IRU�DQ\�FRXQWU\�XQGHUJRLQJ�D�¿QDQFLDO�FULVLV��5DWKHU�� WKLV�
VWXG\�LV�VLPSO\�H[KLELWLQJ�HPSLULFDO�HYLGHQFH�WKDW�SRVW�������FRXQWULHV�WKDW�
LPSOHPHQWHG�VXFK�SDFNDJHV�JUHZ�IDVWHU�RQ�DYHUDJH��
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1HYHUWKHOHVV�� WKLV� VWXG\� KDV� FRQVLGHUDEOH� OLPLWDWLRQV�� )LUVW�
DQG� IRUHPRVW�� ZKLOH� ��� RI� *'3� VHHPHG� WR� EH� DQ� H̆HFWLYH� FXWR̆� IRU� WKH�
FRXQWHUF\FOLFDO�SROLF\�VL]H��LW�LV�SRVVLEOH�WKDW�DQRWKHU�WKUHVKROG�PLJKW�EH�PRUH�
H̆HFWLYH� LQ� GLVWLQJXLVKLQJ� EHWZHHQ� PDMRU� VWLPXOXV� SDFNDJHV� DQG� VPDOOHU�
SROLF\�LQLWLDWLYHV��$QRWKHU�IDFWRU�WKH�VWXG\�GLG�QRW�LQFRUSRUDWH�LV�WKH�H̆HFW�RI�
HFRQRPLF�LQWHUDFWLRQV�EHWZHHQ�FRXQWULHV��&RXQWULHV�ZLWK�KLJK�OHYHOV�RI�WUDGH�
FDQ�LPSDFW�JURZWK�DPRQJ�HDFK�RWKHU��DQG�D�FRXQWU\�ZLWK�HVSHFLDOO\�KLJK�RU�
HVSHFLDOO\� ORZ� JURZWK� FDQ� GLVWRUW� WKH� JURZWK� RI� LWV� WUDGLQJ� SDUWQHUV�� 7KHUH�
PD\�DOVR�EH�ZD\V�WR�LPSURYH�WKH�RSHUDWLRQDOL]DWLRQ�RI�FRQWURO�YDULDEOHV��)RU�
LQVWDQFH�� WKH� UHOHDVHG� DJJUHJDWH� EDQN� OHYHUDJH� GDWD�PD\�QRW� EH� FRPSOHWHO\�
FRPSUHKHQVLYH� RU� DFFXUDWH��7KHUH�ZDV� DOVR�QRW� HQRXJK�GDWD� RU� IDLWK� LQ� WKH�
WKHRU\� WR� LQFOXGH� WKH�H̆HFWV�RI�SROLF\�XQFHUWDLQW\��DQG�RQO\�KDYLQJ�GDWD� IRU�
FHUWDLQ�FRXQWULHV�RQ�OHYHUDJH�PD\�KDYH�VNHZHG�WKH�UHVXOWV�

)XWXUH� UHVHDUFK� VKRXOG� IRFXV� RQ� DGGLWLRQDO� IDFWRUV� WKDW�PD\� D̆HFW�
HFRQRPLF�UHFRYHU\�DQG�ZRUN�WR�LQWHJUDWH�UHVHDUFK�RQ�HDFK�LQGLYLGXDO�IDFWRU�LQWR�
DQ�RYHUDOO�VWXG\�DFURVV�PXOWLSOH�¿QDQFLDO�FULVHV��$GGLWLRQDOO\��FHUWDLQ�IDFWRUV�
LGHQWL¿HG�LQ�WKH�OLWHUDWXUH�UHYLHZ��VXFK�DV�UHJXODWRU\�UHJLPHV�RU�XQFHUWDLQW\��
KDYH�OLWWOH�WR�QR�GDWD�DYDLODEOH�WR�GDWH��$V�WKLV�GDWD�EHFRPHV�DYDLODEOH��LW�FRXOG�
VKHG�PXFK�PRUH�OLJKW�RQ�WKH�H̆HFW�WKRVH�IDFWRUV�KDYH�RQ�UHFRYHU\�DQG�JURZWK��
Ɉ
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VISION TO PRODUCT: INCONSISTENCIES IN 
THEORIES USED IN FAILED PEACEBUILDING 

PROGRAMS

Rick Bartoldus

$EVWUDFW

7KLV� SDSHU� LGHQWL¿HV� DQG� SURYLGHV� DQ� LQLWLDO� DQDO\VLV� RI� WKH�
SUREOHP� RI� PLVPDWFKHG� WKHRULHV� LQ� SHDFHEXLOGLQJ� SURJUDPV�� 7KLV�
SUREOHP�RFFXUV�ZKHQ�D�SURMHFW�LV�GHYHORSHG�E\�D�JURXS�WKDW�VXEVFULEHV�
WR�RQH�WKHRU\�RI�SHDFHEXLOGLQJ��EXW� LV� WKHQ�H[HFXWHG�E\�D�JURXS�WKDW�
VXEVFULEHV�WR�D�GL̆HUHQW�WKHRU\��$�VLQJOH�FDVH�VWXG\�LV�FKRVHQ�LQ�RUGHU�
WR� DQDO\]H� ERWK� WKH� RFFXUUHQFH� RI� WKH� SUREOHP� DQG� LWV� H̆HFWV�� 7KH�
$IJKDQ�&LYLOLDQ�$VVLVWDQFH�3URJUDP��$&$3��IROORZV�WKH�VLPSOH�IRUPXOD�
RI�¿QGLQJ�$IJKDQ�FLYLOLDQV�DGYHUVHO\�D̆HFWHG�E\�FRQÀLFW�DQG�R̆HULQJ�
DVVLVWDQFH�LQ�RUGHU�WR�KHOS�WKHP�UHEXLOG�WKHLU�OLYHV��7KH�SURJUDP�ZDV�
HQYLVLRQHG� DQG� IXQGHG� E\� WKH� 8�6�� &RQJUHVV� DQG� H[HFXWHG� E\� WKH�
8�6�� $JHQF\� IRU� ,QWHUQDWLRQDO� 'HYHORSPHQW� �86$,'��� EXW� WKH� ZD\�
LQ�ZKLFK� LW�ZDV� LPSOHPHQWHG�ZDV� KLJKO\� D̆HFWHG� E\� WKH� GL̆HUHQFHV�
LQ� XQGHUVWDQGLQJ� RI� SHDFHEXLOGLQJ� WKHRU\� EHWZHHQ� &RQJUHVV� DQG�
86$,'��1DPHO\�� $&$3�ZDV� D� SURJUDP�EHVW� VXLWHG� IRU� LGHQWLW\�� DQG�
SRSXODWLRQ�EDVHG�DSSURDFKHV�WR�SHDFHEXLOGLQJ��EXW�WKH�RUJDQL]DWLRQV�
WKDW�GHYHORSHG�LW�VXSSOHPHQWHG�LW�WR�JRYHUQDQFH�EDVHG�SHDFHEXLOGLQJ�
DQG�LQ�GRLQJ�VR�OLPLWHG�LWV�SRWHQWLDO�

Introduction
 
7KLV�SDSHU�ZLOO�RXWOLQH�WKH�QHZ�FRQFHSW�RI�PLVPDWFKHG�WKHRULHV�DQG�

ZLOO� WHVW� LWV� H[SODQDWRU\� SRWHQWLDO� RQ� WKH� FDVH� VWXG\� RI� WKH� $IJKDQ� &LYLOLDQ�
$VVLVWDQFH� 3URJUDP� �$&$3��� :KLOH� WKH� FRQFHSW� RI� PLVPDWFKHG� WKHRULHV� LV�
QHZ�� LW� EXLOGV� XSRQ� HVWDEOLVKHG� OLWHUDWXUH� WKDW� FRQFHQWUDWHV� RQ� WKH� H̆HFWV�

5,&.�%$572/'86�LV�D�VWXGHQW�RI�,QWHUQDWLRQDO�5HODWLRQV�HQUROOHG�LQ�WKH�0DVWHUV�LQ�
'HYHORSPHQW�(FRQRPLFV�SURJUDP�
6FKRRO�RI�,QWHUQDWLRQDO�6WXGLHV��6,6���$PHULFDQ�8QLYHUVLW\
(PDLO��UE����D#VWXGHQW�DPHULFDQ�HGX

&ORFNV�	�&ORXGV��-RXUQDO�RI�1DWLRQDO�DQG�*OREDO�$̆DLUV��������������������
�KWWS���ZZZ�DPHULFDQ�HGX�FORFNVDQGFORXGV�!� 
+%3�3XEOLVKLQJ��KWWS��ZZZ�KES��FRP�!
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WKDW� WKHRULHV� KDYH� RQ� KRZ� SHDFHEXLOGLQJ� SURJUDPV� DUH� LPSOHPHQWHG�� 7KH�
IRXQGDWLRQ�IRU�WKH�FRQFHSW�RI�PLVPDWFKHG�WKHRULHV�LV�WKDW�RUJDQL]DWLRQV�DQG�
SURJUDPV� WKDW� ZRUN� LQ� WKH� ¿HOG� UHO\� RQ� WKHRULHV� RI� SHDFHEXLOGLQJ� LQ� RUGHU�
WR�PDNH�VHQVH�RI� WKH�SUREOHPV�WKH\�VHHN� WR�DGGUHVV��7KHRULHV�RIWHQ�VWDUW�DV�
H[SOLFLWO\� VWDWHG� VFKRODUO\� WKHRULHV�� 7KHUH� DUH� PDQ\� VFKRODUO\� WKHRULHV� RI�
SHDFHEXLOGLQJ�DYDLODEOH��DQG�WKUHH�RI�WKHVH�ZLOO�EH�HODERUDWHG�RQ�ODWHU�LQ�WKLV�
SDSHU��*RYHUQDQFH�WKHRU\��ZKLFK�IRFXVHV�RQ�VWUHQJWKHQLQJ�UXOH�RI�ODZ��,GHQWLW\�
WKHRU\��ZKLFK� IRFXVHV�RQ�KHOSLQJ�GLVDGYDQWDJHG�JURXSV�DQG�HQGLQJ�DGYHUVH�
SRZHU� VWUXFWXUHV�� DQG� 3RSXODWLRQ� WKHRU\�� ZKLFK� FRQFHQWUDWHV� RQ� VDWLDWLQJ�
SRWHQWLDOO\�YRODWLOH�\RXWK�EXOJHV�

2UJDQL]DWLRQV� WHQG� WR� VXEVFULEH� WR� RQH� RU� WZR� VFKRODUO\� WKHRULHV� RI�
SHDFHEXLOGLQJ��EXW� WKH\�RIWHQ� LQWHUSUHW� WKHP� LQ� VXFK�D�ZD\� WKDW� WUDQVIRUPV�
WKHP�LQWR�D�XQLTXH�RUJDQL]DWLRQDO�WKHRU\��7KHVH�RUJDQL]DWLRQDO�WKHRULHV�RIWHQ�
DSSHDU�LQ�PLVVLRQ�VWDWHPHQWV��EXW�PRUH�LPSRUWDQWO\�WKH\�VWURQJO\�D̆HFW�WKH�
ZD\V�LQ�ZKLFK�WKH�RUJDQL]DWLRQ�LQWHUSUHWV�SUREOHPV�DQG�LPSOHPHQWV�SURJUDPV��
$V�D�GH¿QLWLRQ��WKH�SUREOHP�RI�PLVPDWFKHG�WKHRULHV�RFFXUV�ZKHQ�D�SURJUDP�LV�
GHYHORSHG�DFFRUGLQJ�WR�D�VSHFL¿F�VFKRODUO\�WKHRU\��EXW�LV�LPSOHPHQWHG�E\�DQ�
RUJDQL]DWLRQ�WKDW�RSHUDWHV�XQGHU�D�FRQWUDGLFWRU\�RUJDQL]DWLRQDO�WKHRU\�

7KLV� SDSHU� K\SRWKHVL]HV� WKDW� PLVPDWFKHG� WKHRULHV� FDQ� FDXVH�
RUJDQL]DWLRQV�WR�LPSOHPHQW�SURJUDPV�LQH̆HFWLYHO\�WKURXJK�PLVLQWHUSUHWDWLRQ�
RI�WKH�SURJUDP¶V�SXUSRVH��6LQFH�WKH�FRQFHSW�LV�QHZ��WKH�VFRSH�RI�WKH�K\SRWKHVLV�
LV�UHVWULFWHG�WR�DQ�LQLWLDO�LQYHVWLJDWLRQ�LQWR�WKH�SUREOHP�RI�PLVPDWFKHG�WKHRULHV��
$QDO\VHV�WKDW�PDNH�FODLPV�DERXW�WKH�SUHYDOHQFH�RI�WKH�SUREOHP��RU�DQDO\VHV�
WKDW�FODLP�FHUWDLQ�RUJDQL]DWLRQV�DUH�PRUH�SURQH�WR�WKH�SUREOHP�WKDQ�RWKHUV��
DUH�EH\RQG�WKH�VFRSH�RI�WKLV�SDSHU��+RZHYHU��VXFK�DQDO\VHV�DUH�LPSRUWDQW�DQG�
WKH�KRSH�LV�WKDW�WKLV�SDSHU��DIWHU�KLJKOLJKWLQJ�WKH�SUREOHP��ZLOO�OHDG�WR�IXUWKHU�
research on the issue.

(YHQ�WKRXJK�WKH�LPSRUWDQFH�RI�WKHRULHV�DQG�WKHLU�H̆HFWV�RQ�SURJUDPV�
DUH�ZHOO�GRFXPHQWHG�� WKH� OLWHUDWXUH�RQ� WKH�SUREOHP�RI�PLVPDWFKHG� WKHRULHV�
LV� VPDOO� WR� QRQ�H[LVWHQW�� ZKLFK� FDQ� EH� EODPHG� RQ� WKH� LQIUHTXHQF\� ZLWK�
ZKLFK�WKH�SUREOHP�RFFXUV��+RZHYHU��UDULW\�RI�D�SUREOHP�GRHV�QRW�PHDQ�WKDW�
DQDO\VLV� LV� XQQHFHVVDU\� DQG� WKHUH� LV� HYLGHQFH� WKDW� WKLV� LVVXH� FRXOG� EHFRPH�
PRUH� FRPPRQ� LQ� WKH� IXWXUH�� 7KH� LVVXH� LV� XQFRPPRQ� GXH� WR� WKH� IDFW� WKDW��
JHQHUDOO\��RUJDQL]DWLRQV�GHYHORS�WKHLU�RZQ�SURJUDPV��$V�VXFK��WKH�SURJUDPV�
WKH\�GHYHORS�DUH� LQVSLUHG�E\� WKHLU� RZQ�RUJDQL]DWLRQDO� WKHRU\��7KXV� WKHUH� LV�
QR� PLVPDWFK� LQ� WKHRU\� EHWZHHQ� WKH� GHYHORSPHQW� DQG� WKH� LPSOHPHQWDWLRQ�
RI�WKH�SURJUDP��+RZHYHU�� WKHUH�DUH�RUJDQL]DWLRQV�WKDW� LPSOHPHQW�SURJUDPV�
GHYHORSHG�E\�RWKHU�JURXSV��2QH�VXFK�RUJDQL]DWLRQ�LV�86$,'��ZKLFK�RSHUDWHV�
EDVHG�RQ�VSHFL¿F�RUJDQL]DWLRQDO�WKHRULHV�EXW�DOVR�RIWHQ�LPSOHPHQWV�SURJUDPV�
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GHYHORSHG� E\�&RQJUHVV� �SURJUDPV�ZKRVH� GHYHORSPHQW� DUH� WKXV� LQVSLUHG� E\�
WKH�VFKRODUO\�WKHRULHV�KHOG�E\�WKHLU�VXSSRUWHUV�LQ�&RQJUHVV���7KH�LVVXH�KDV�WKH�
SRWHQWLDO�WR�EHFRPH�PRUH�FRPPRQ�GXH�WR�WKH�H[LVWHQFH�DQG�JURZWK�RI�1*2V�
WKDW� IXQG�WKH�SURJUDPV�RI�RWKHU�1*2V�VXFK�DV� WKH�&OLQWRQ�*OREDO� ,QLWLDWLYH�
DQG� WKH� %LOO� DQG�0HOLQGD� *DWHV� )RXQGDWLRQ�� 7KH� SUREOHP� DULVHV� ZKHQ� WKH�
IXQGLQJ�JURXS��DQG�WKXV�WKH�GHYHORSLQJ�JURXS��RSHUDWHV�EDVHG�RQ�D�GL̆HUHQW�
RUJDQL]DWLRQDO�WKHRU\�WKDQ�WKH�LPSOHPHQWLQJ�JURXS��

$Q�RYHUYLHZ�RI�WKH�OLWHUDWXUH�RQ�WKH�LPSRUWDQFH�RI�WKHRULHV�LQ�UHJDUGV�
WR�WKH�H̆HFWLYHQHVV�RI�SHDFHEXLOGLQJ�SURJUDPV�LV�QHHGHG�EHIRUH�GHWDLOLQJ�WKH�
VFKRODUO\�WKHRULHV�RI�SHDFHEXLOGLQJ�WKDW�DUH�UHOHYDQW�WR�$&$3��7KH�PHWKRGRORJ\�
VHFWLRQ�H[SODLQV�WKH�UHDVRQV�IRU�WKH�VHOHFWLRQ�RI�$&$3�DV�D�VLQJOH�FDVH�VWXG\�
DQG�SURYLGHV�DQ�RYHUYLHZ�RI�WKH�UHOHYDQW�YDULDEOHV��)RU�WKH�DQDO\VLV�VHFWLRQ��WKH�
KLVWRU\�RI�$&$3�ZLOO�EH�H[DPLQHG�LQ�UHODWLRQ�WR�KRZ�WKH�WKHRULHV�LQIRUPHG�DOO�
VWDJHV�RI�GHYHORSPHQW�DQG�H[HFXWLRQ�RI�WKH�SURJUDP��7KH�DQDO\VLV�FRQWLQXHV�
ZLWK�DQ�H[SODQDWLRQ�RI�ZK\�$&$3�LV�FRQVLGHUHG�WR�EH�D�IDLOHG�SURJUDP�ZKLOH�
DOVR� SURYLGLQJ� DOWHUQDWLYH� H[SODQDWLRQV� IRU� $&$3¶V� IDLOXUH�� $IWHUZDUGV�� WKH�
SDSHU�ZLOO� FRQWLQXH�ZLWK�DQ� LQ�GHSWK�GLVFXVVLRQ�RI�KRZ� WKH�PLVPDWFKLQJ�RI�
WKHRULHV� LQ� WKH�GL̆HUHQW�VWDJHV�RI�$&$3¶V�GHYHORSPHQW�DQG� LPSOHPHQWDWLRQ�
QHJDWLYHO\�D̆HFWHG�WKH�SURJUDP��7KH�SDSHU�ZLOO�FRQFOXGH�ZLWK�D�GLVFXVVLRQ�RI�
WKH�SRWHQWLDO�EUHDGWK�RI�WKH�SUREOHP��DV�ZHOO�DV�DYHQXHV�IRU�IXWXUH�UHVHDUFK�

/LWHUDWXUH�5HYLHZ

8QIRUWXQDWHO\��WKH�OLWHUDWXUH�RQ�PLVPDWFKHG�WKHRULHV�LV�VPDOO�WR�QRQ�
H[LVWHQW��EXW� WKHUH�DUH�DUHDV�RI� OLWHUDWXUH� WKDW� WKLV�FRQFHSW�GRHV�EXLOG�XSRQ��
7KH� LPSRUWDQFH�RI� WKHRU\� LQ�GHWHUPLQLQJ� WKH� H̆HFWLYHQHVV�RI�SHDFHEXLOGLQJ�
SURJUDPV�SURYLGHV�D�JRRG�VWDUWLQJ�SRLQW��$�VXEVWDQWLDO�DPRXQW�RI� OLWHUDWXUH�
GHYHORSHG� LQ� WKH�SDVW�GHFDGH�VSHFL¿FDOO\� LQYHVWLJDWHV� WKH�H̆HFWV�RI�:HVWHUQ�
IUDPLQJ�RI�QRQ�:HVWHUQ�VHFXULW\�SUREOHPV��7KHVH�IUDPLQJV�FDQ�WKHQ�LQÀXHQFH�
SURJUDPV�LQ�QHJDWLYH�ZD\V�DQG�FDQ�FDXVH�XQDQWLFLSDWHG�VHFRQGDU\�H̆HFWV��7KLV�
OLWHUDWXUH�UHYLHZ�DLPV�WR�VLWXDWH�WKH�ZLGHU�GHEDWH�RI�ZKLFK�86$,'�LV�D�SDUW��
,Q�DGGLWLRQ��E\�SURYLGLQJ�DQ�RYHUYLHZ�RI� WKH�ZD\V� LQ�ZKLFK� WKHRULHV� LPSDFW�
WKH�H̆HFWLYHQHVV�RI�SHDFHEXLOGLQJ�SURJUDPV��WKLV�SDSHU�KRSHV�WR�VHW�WKH�VWDJH�
IRU�D�GLVFXVVLRQ�RI�KRZ�PLVPDWFKHG�WKHRULHV�FDQ�KDYH�DQ�LPSDFW�RQ�SURJUDP�
H̆HFWLYHQHVV��1H[W��,�ZLOO�SURYLGH�DQ�RYHUYLHZ�RI�WKH�SRWHQWLDO�VFKRODUO\�WKHRULHV��
DQG�WKHLU�DVVRFLDWHG�RUJDQL]DWLRQDO�WKHRULHV��UHOHYDQW�WR�$&$3��7KHRULHV�WKDW�
ZHUH�XVHG�WR�GHYHORS�WKH�SURJUDP��DQG�WKRVH�WKH�SURJUDP�ZDV�LPSOHPHQWHG�
XQGHU��DUH�ERWK�GLVFXVVHG�LQ�WKLV�VHFWLRQ��,Q�RUGHU�WR�SURYLGH�FRQWH[W�RQ�WKH�
VSHFL¿FLW\� RI� RUJDQL]DWLRQDO� WKHRULHV�� WKH� GL̆HULQJ� LQWHUSUHWDWLRQV� RI� RQH�
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VFKRODUO\�WKHRU\�RI�SHDFHEXLOGLQJ�E\�WZR�VHSDUDWH�RUJDQL]DWLRQV��86$,'�DQG�
81'3��DUH�GLVVHFWHG�LQ�WXUQ�

,PSRUWDQFH� RI� 7KHRULHV� LQ�'HWHUPLQLQJ� WKH� (̆HFWLYHQHVV� RI� 3HDFHEXLOGLQJ�
Programs

:KHQ� LW� FRPHV� WR� FULWLTXHV� RI� :HVWHUQ� WKHRULHV� DQG� WKHLU� LPSDFWV�
RQ�WKH�H̆HFWLYHQHVV�RI�SHDFHEXLOGLQJ��D�VXEVWDQWLDO�QXPEHU�RI�VFKRODUV�VWDUW�
WKHLU� FULWLTXH� IURP� D� VLQJOH� SRLQW� RI� GHSDUWXUH�� WKH� FRQFHQWUDWLRQ� RQ� WKH�
WKHRU\�RI�WKH�:HEHULDQ�VWDWH��7R�XQGHUVWDQG�ZK\�WKLV�FDQ�D̆HFW�SURJUDPV��LW�
LV�LPSRUWDQW�WR�¿UVW�LGHQWLI\�ZKDW�WKH�:HEHULDQ�VWDWH�LPSOLHV�IRU�SHDFHEXLOGLQJ�
SURJUDPV��2QH�RI�WKH�PRVW�FRPPRQO\�FLWHG�GH¿QLWLRQV�RI�WKH�:HEHULDQ�VWDWH�
LV�WKDW�ZKLFK�³FODLPV�WKH�PRQRSRO\�RI�WKH�OHJLWLPDWH�XVH�RI�SK\VLFDO�IRUFH�ZLWK�
D� JLYHQ� WHUULWRU\´� �:HEHU� ������ ����� 7KXV�� DV� FRQÀLFW� FRQVWLWXWHV� D� IRUP� RI�
SK\VLFDO�IRUFH��LW�LV�WKH�GXW\�RI�WKH�:HEHULDQ�VWDWH�WR�VXSSUHVV�WKDW�IRUFH��$V�
VXFK��FRPLQJ� IURP�WKH�YLHZSRLQW�RI� WKH�:HEHULDQ�VWDWH�� WKH�SUROLIHUDWLRQ�RI�
DUPHG�JURXSV�IDOOV�XQGHU�WKH�MXULVGLFWLRQ�RI�WKH�VWDWH��

,Q� WKH�SRVW������HUD��DV�:LOOLDP�0LOHV�H[SODLQV�� WKH�SXUSRVH�RI�8�6��
DLG� WR� WKH� 0LGGOH� (DVW� DQG� $IULFD� KDV� VKLIWHG� ³IURP� FRXQWHU�&RPPXQLVP�
WR� FRXQWHU�7HUURULVP�´� FRPSOHWH� ZLWK� DQ� ³XQSUHFHGHQWHG� OHYHO� RI� RYHUODS�
EHWZHHQ�GHIHQVH�DQG�GHYHORSPHQW�PLVVLRQV�´�DLPHG�SULPDULO\�DW� LQFUHDVLQJ�
WKH� FDSDFLW\� RI� WKH� ORFDO� VWDWH� WR� PDLQWDLQ� WKHLU� PRQRSRO\� RI� IRUFH� �0LOHV�
������ �����+RZHYHU�� VRPH� VFKRODUV� DUJXH� WKDW�:HEHULDQ� VWDWHV�PD\� QRW� EH�
DV�H̆HFWLYH�RU�DV�DSSOLFDEOH�WR�$IULFD�DV�WKH\�ZHUH�LQ�WKHLU�RULJLQDO�(XURSHDQ�
FRQWH[W�DQG�DUH�LQ�IDFW�IDLOLQJ�WR�SHUIRUP�WKHLU�H[SHFWHG�:HEHULDQ�IXQFWLRQV�
�2EDGDUH�DQG�:DOH�������9HUKRHYHQ��������$W�D�EDVLF�OHYHO��WKLV�DOUHDG\�SRVHV�
VRPH�SUREOHPV�UHJDUGLQJ�WKH�8�6�¶V�WUHDWPHQW�RI�WKH�VWDWH�DV�WKH�SULPDU\�SRLQW�
RI�FRQWDFW�IRU�VWDELOLW\�SURPRWLRQ��EXW�PRUH�LPSRUWDQWO\�LW�SURYLGHV�WKH�EDVLV�
IURP�ZKLFK�RWKHU�DXWKRUV�KDYH�FRQVWUXFWHG�WKHLU�DUJXPHQWV��

7KLV�FRQFHQWUDWLRQ�RQ�WKH�:HEHULDQ�VWDWH�DV�WKH�JXDUDQWRU�RI�VWDELOLW\�
SHUPLWV� VRPH� VWDWHV� WR� SHUIRUP� WR� WKH� H[SHFWDWLRQV� RI� WKH�8�6�� LQ� RUGHU� WR�
IXUWKHU�WKHLU�RZQ�LQWHUHVWV��7KLV�SDSHU�ZLOO�UHIHU�WR�WKHVH�VWDWHV�DV�SHUIRUPDWLYH�
VWDWHV��7KHUH�DUH�PDQ\�H[DPSOHV� WKDW� IDOO�XQGHU� WKLV�FDWHJRU\��)RU�H[DPSOH��
&pGULF�-RXUGH�H[DPLQHG�WKH�ZD\V�LQ�ZKLFK�QXPHURXV�VPDOO�QHRDXWKRULWDULDQ�
VWDWHV� ³SHUIRUPHG´� DFFRUGLQJ� WR� 8�6�� FRQFHSWXDOL]DWLRQ� RI� WKH� VWDWH�� 6PDOO�
VWDWHV�DUH�KLJKO\�VXEMHFW�WR�LQWHUQDWLRQDO�SUHVVXUH��KH�H[SODLQV��PDNLQJ�WKHP�D�
JRRG�H[DPSOH�RI�KRZ�WKH�VWDWHV�UHDFW�WR�VXFK�SUHVVXUH��

-RXUGH�IRXQG�WKDW�VPDOO�QHRDXWKRULWDULDQ�VWDWHV�PDQDJHG�QRW�RQO\�WR�
VWDYH�R̆�LQWHUQDWLRQDO�SUHVVXUH�IRU�GHPRFUDWL]DWLRQ��EXW�DFWXDOO\�PDQDJHG�WR�
LQFUHDVH�DXWKRULWDULDQ�DFWLRQ� LQ�VRPH� LQVWDQFHV�E\�PDQLSXODWLQJ� WKH�ZD\� LQ�
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ZKLFK�WKH�:HVW�YLHZHG�WKH�FRXQWU\��-RXUGH�XVHG�WKH�FDVH�VWXGLHV�RI�*XLQHD�
DQG� 0DXULWDQLD� WR� VKRZ� WKDW� VPDOO� UHJLPHV� FRXOG� SHUIRUP� KHDY\�KDQGHG�
UHSUHVVLRQ� RI� SRWHQWLDO� RSSRVLWLRQ� JURXSV� E\� ODEHOLQJ� WKHP� DV� ³DOOHJHG�
µ,VODPLVWV�¶� µZDUORUGV�¶� DQG� RWKHU� WUDQVQDWLRQDO� µVXEYHUVLYH� WKUHDWV¶´� �-RXUGH�
������ ������ 1RW� RQO\� GLG� WKHVH� FRXQWULHV� QRW� HOLFLW� GLVDSSURYDO� IURP� WKH�
LQWHUQDWLRQDO�FRPPXQLW\��EXW�DFWXDOO\�UHFHLYHG�VXSSRUW�IRU�WKHLU�DFWLRQV�DQG��
LQ�WKH�H\HV�RI�WKH�:HVW��WKH�³SHUIRUPDQFHV�>GH¿QHG@�WKH�UHJLPH�DV�D�µSURYLGHU�
RI�UHJLRQDO�VWDELOLW\¶´��-RXUGH������������

7KH�FKDUDFWHULVWLFV�RI�SHUIRUPDWLYH�VWDWHV�DUH�QRW�QHFHVVDULO\�OLPLWHG�WR�
VPDOO�QHRDXWKRULWDULDQ�DFWRUV��$QGUHZ�:DONHU��RQ�EHKDOI�RI�WKH�8�6��,QVWLWXWH�
RI�3HDFH�� LQYHVWLJDWHG�D�VLPLODU�SUREOHP�LQ�WKH� ODUJH�DQG�PRVWO\�GHPRFUDWLF�
VWDWH�RI�1LJHULD��,Q�D�VLWXDWLRQ�DNLQ�WR�WKDW�RXWOLQHG�E\�-RXUGH��WKH�WKUHDW�RI�
%RNR� +DUDP�� D� GRPHVWLF� PLOLWDQW� ,VODPLVW� JURXS� LQ� QRUWKHDVWHUQ� 1LJHULD��
ZDV�XVHG�LQ�RUGHU�WR�JDLQ�SRZHU�DQG�VLOHQFH�RSSRQHQWV��*RRGOXFN�-RQDWKDQ��
WKH� 3UHVLGHQW� RI� 1LJHULD�� KDV� EHHQ� VKRZQ� WR� LQÀDWH� WKH� SHUFHLYHG� UHDFK� RI�
%RNR�+DUDP�DQG�³SDLQWHG�D�SLFWXUH�RI�D�SXSSHW�JURXS� WKDW�ZDV�EHLQJ�XVHG�
E\� DJJULHYHG� QRUWKHUQ� SROLWLFLDQV� WR� EULQJ� GRZQ� KLV� VRXWKHUQ� JRYHUQPHQW´�
�:DONHU� ������ ���� ,Q� DGGLWLRQ�� -RQDWKDQ� KDV� ³SOD\HG� XS� WKH� FRQQHFWLRQV�
EHWZHHQ� WKH� JURXS� DQG� LQWHUQDWLRQDO� WHUURULVP�´� GHVSLWH� WKH� IDFW� WKDW� %RNR�
+DUDP�LV�NQRZQ�WR�EH�D�ORFDO�JURXS�ZLWK�IHZ��LI�DQ\��LQWHUQDWLRQDO�WLHV��:DONHU�
���������

%RWK�:DONHU�DQG�/H9DQ�VWDWH�WKH�%RNR�+DUDP�HPHUJHG�EHFDXVH�RI��
DQG� ZDV� WKHQ� UDGLFDOL]HG� E\�� JULHYDQFHV� HQJHQGHUHG� E\� WKH� 1LJHULDQ� 6WDWH�
�:DONHU�������/H9DQ�������� ,W� LV� LPSRUWDQW� WR� UHDOL]H� WKDW� LQ�1LJHULD�� DV� LQ�
PDQ\�RWKHU�FRXQWULHV��WKH�VWDWH�LV�QRW�QHFHVVDULO\�WKH�PDLQWDLQHU�RI�SHDFH�DQG�
SXEOLF�JRRGV�WKDW�WKH�:HEHULDQ�VWDWH�LV�VXSSRVHG�WR�EH��,QVWHDG��WKHVH�VWDWHV�
FRQVLGHU�³H[FHVV�DQG�DEMHFWLRQ�>DV@�LQWHJUDO�WR�WKH�FRQVWLWXWLRQ�DQG�SURGXFWLRQ�
RI� VWDWH� SRZHU� DQG� VRFLDO� �UH�DFWLRQ´� �2EDGDUH� DQG� $GHEDQZL� ������ �����
1HJDWLYH�HQFRXQWHUV�EHWZHHQ�WKH�VWDWH�DQG�WKH�SRSXODFH�FUHDWH�DQ�LQWHUHVWLQJ�
VLGH�H̆HFW� WKDW� LV� RIWHQ� RYHUORRNHG� LQ� FRQYHQWLRQDO� GLVFRXUVHV� RI� VWDELOLW\��
D�GHVLUH� WR� FUHDWH�ERWWRP�XS�VRXUFHV�RI�JRYHUQDQFH� WR�SURYLGH� VHUYLFHV� WKDW�
WUDGLWLRQDOO\� IDOO� XQGHU� WKH�SXUYLHZ�RI� WKH� VWDWH�� ,Q�%RNR�+DUDP¶V� FDVH�� WKH�
JRDO�ZDV�LQLWLDOO\�³WR�VHW�XS�D�VWDWH�OLNH�RUJDQL]DWLRQ�����>WR�EH@�SDUDOOHO�WR�WKH�
IHGHUDO�JRYHUQPHQW�´�EXW� WKH�H[WUDMXGLFLDO�H[FHVV� WKDW� LQVSLUHG�%RNR�+DUDP�
WKHQ� SURFHHGHG� WR� OHDG� WR� LWV� UDGLFDOL]DWLRQ� �:DONHU� ������ ���� 7KH� FDVH� RI�
%RNR�+DUDP�LV�QRW�XQLTXH�EXW�LW�GRHV�SURYLGH�D�PRGHO�H[DPSOH�RI�ERWWRP�XS�
VROXWLRQV�RI� IDLOHG�JRYHUQDQFH�EHLQJ�UDGLFDOL]HG�GXH� WR�FRHUFLYH�DFWLRQ� IURP�
WKH�VWDWH��$FWLRQV�WKDW�FDQ�WKHQ�EH�QRUPDOL]HG�LQ�WKH�YLHZ�RI�WKH�LQWHUQDWLRQDO�
FRPPXQLW\� WKURXJK� SHUIRUPDQFHV� WKDW� SRUWUD\� VDLG� DFWLRQ� DV� LQWHJUDO� WR�
LPSURYLQJ�VWDELOLW\�
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7KH�IRFXV�RQ�WRS�GRZQ�DSSURDFKHV�DQG�WKH�YLHZSRLQW�RI�WKH�:HEHULDQ�
VWDWH� LQÀDWHV� WKH� UROH�RI� WKH� VWDWH� DV� WKH� VROH� JXDUDQWRU�RI� VWDELOLW\�� FDXVLQJ�
ZKDW�9HUKRHYHQ�FDOOV� WKH�³2UWKRGR[�)DLOHG�6WDWHV�1DUUDWLYH�´�ZKLFK�KH�VD\V��
³V\VWHPLFDOO\�HTXDWHV�IDLOHG�VWDWHV�ZLWK�FKURQLF�DQDUFK\�DQG�WKH�H[SRUWDWLRQ�
RI�WHUURULVP�DQG�LQVWDELOLW\´��9HUKRHYHQ�������������9HUKRHYHQ�VXJJHVWV�WKDW�
SDUDOOHO�V\VWHPV�RI�JRYHUQDQFH�DUH�LQHYLWDEOH�DQG�VKRXOG�EH�ZRUNHG�ZLWK��EXW�
VD\V�WKDW�WKH�QDUURZ�YLHZSRLQW�RI�WKH�:HVW�GLVPLVVHV�WKHP�EHFDXVH�WKH\�GR�
QRW�¿W�LQWR�WKH�FRQYHQWLRQDO�WRS�GRZQ�VWDWH�DSSURDFK��,Q�WKH�FDVH�RI�6RPDOLD¶V�
8QLRQ�RI�,VODPLF�&RXUWV��8,&���DQ� LQLWLDOO\�QRQ�YLROHQW� IRUFH� IRU�JRYHUQDQFH�
WKDW�DLPHG�WR�¿[�WKH�IDLOXUH�RI�WKH�VWDWH�ZDV�SHUFHLYHG�DV�D�WKUHDW�E\�WKH�VWDWH�LQ�
0RJDGLVKX��7KLV�ZDV�H[DFHUEDWHG�ZKHQ�(WKLRSLD�XVHG�WKH�GRPLQDQW�QDUUDWLYH�
WR�SRUWUD\�WKH�8,&�DV�DQ�H[DPSOH�RI�DQ�,VODPLF�WHUURULVW�JURXS�DQG�WKURXJK�
DWWDFNLQJ� WKH� IRUPHUO\�SHDFHIXOO\�8,&�� WXUQHG� WKH�JURXS� LQWR� WKH�PLOLWDQW�DO�
6KDEDDE��9HUKRHYHQ�������������,Q�D�ZRUOG�RI�IUDFWXULQJ�JRYHUQDQFH��ZKHUH�
WKH�VWDWH�LV�LQFUHDVLQJO\�ORVLQJ�LWV�PRQRSRO\�RQ�WKH�IXQFWLRQV�RI�JRYHUQDQFH��
9HUKRHYHQ�DUJXHV�WKDW�LW�LV�GDQJHURXV�DQG�FRXQWHU�SURGXFWLYH�WR�¿JKW�SRWHQWLDO�
VRXUFHV�RI�DOWHUQDWLYH�JRYHUQDQFH�DQG�IRFXV�VROHO\�RQ�WKH�VWDWH�

%DFNJURXQG�RI�7KHRULHV�5HOHYDQW�WR�$&$3
7KH� OLWHUDWXUH� VKRZV� WKDW� WKHRU\� FDQ� KDYH� SUDFWLFDO� LPSOLFDWLRQV�

IRU� SROLFLHV� DQG� SURJUDPV�� 7KLV� VHFWLRQ� UHYLHZV� WKUHH� VFKRODUO\� WKHRULHV� RI�
SHDFHEXLOGLQJ��JRYHUQDQFH��LGHQWLW\��DQG�SRSXODWLRQ��*RYHUQDQFH�WKHRU\�LV�RI�
SDUWLFXODU� LPSRUWDQFH�EHFDXVH� LW� LV� WKH�VFKRODUO\� WKHRU\�RQ�ZKLFK� WKH�2̇FH�
RI�7UDQVLWLRQ�,QLWLDWLYHV��27,���WKH�JURXS�WKDW�RULJLQDOO\�LPSOHPHQWHG�$&$3��
EDVHG�WKHLU�RUJDQL]DWLRQDO�WKHRU\��,GHQWLW\�WKHRU\�LV�DOVR�UHYLHZHG��DV�IROORZLQJ�
WKH�RULJLQDO�SURSRVDO�DQG�IXQGLQJ�RI�$&$3��WKH�SURJUDP¶V�SURSRQHQWV�DUJXHG�
WKDW�LW�VKRXOG�EH�XVHG�WR�DGYDQFH�WKH�SRVLWLRQ�RI�ZRPHQ�LQ�$IJKDQLVWDQ��\HW�WKLV�
YLVLRQ�QHYHU�WRRN�IXOO�H̆HFW��3RSXODWLRQ�WKHRU\�LV�D�VFKRODUO\�WKHRU\�VXSSRUWHG�
KHDYLO\� E\� 86$,'� DQG� WKH� WKHRU\� LWVHOI� SURSRVHV� VROXWLRQV� WKDW� $&$3� LV�
SDUWLFXODUO\� VXLWHG� WR� LPSOHPHQW��+RZHYHU�� WZR� GL̆HULQJ� LQWHUSUHWDWLRQV� RI�
SRSXODWLRQ�EDVHG�SHDFHEXLOGLQJ�DUH�DQDO\]HG�LQ�WKLV�SDSHU��WKH�RUJDQL]DWLRQDO�
WKHRU\�RI�86$,'��ZKLFK�LV�EDVHG�PRUH�RQ�JRYHUQDQFH��DQG�WKH�RUJDQL]DWLRQDO�
WKHRU\� RI� WKH� 8QLWHG� 1DWLRQV� 'HYHORSPHQW� 3URJUDPPH� �81'3��� ZKLFK� LV�
EDVHG�PRUH�RQ�LGHQWLW\��$Q�DQDO\VLV�RI�WKLV�GLVWLQFWLRQ�LV�NH\�WR�HOXFLGDWLQJ�WKH�
QXDQFHG�GL̆HUHQFHV�WKDW�FDQ�H[LVW�EHWZHHQ�VLPLODU�RUJDQL]DWLRQ�WKHRULHV��

$FFRUGLQJ�WR�WKH�WKHRULVW�5RODQG�3DULV��JRYHUQDQFH�WKHRU\�LV�D�FULWLTXH�
RI�ROGHU�SHDFHEXLOGLQJ�VWUDWHJLHV��+H�VWDWHV�WKDW�WKH�PDMRULW\�RI�SHDFHEXLOGLQJ�
RUJDQL]DWLRQV�LQ�KLV�WLPH��WKH�ODWH�����V��SDUWRRN�WRR�KHDYLO\�LQ�WKH�VFKRODUO\�
WKHRULHV�RI�OLEHUDO�LQWHUQDWLRQDOLVP��VSHFL¿FDOO\�WKH�EHOLHI�WKDW�FUHDWLQJ�PDUNHW�
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GHPRFUDFLHV� ZRXOG� DXWRPDWLFDOO\� OHDG� WR� SHDFH�� :KLOH� KH� DJUHHV� ZLWK� WKH�
WKHRUHWLFDO� DVSHFWV� RI� OLEHUDO� LQWHUQDWLRQDOLVP�� KH� GLVDJUHHV� ZLWK� WKH� ZD\�
LWV� SURSRQHQWV� KDYH� LPSOHPHQWHG� LW�� 2UJDQL]DWLRQV� RI� WKDW� WLPH� DFWHG� DV� LI�
GHYHORSPHQW�ZDV� D� OLQHDU� HYROXWLRQ� LQWR�PDUNHW� GHPRFUDF\�� DQG� WKXV� DOO� D�
GHYHORSLQJ�FRXQWU\�UHTXLUHG�ZDV�D�SXVK�LQ�WKH�ULJKW�GLUHFWLRQ��3DULV����������
����

3DULV�SXW�WKH�GHVWDELOL]LQJ�H̆HFWV�RI�GHPRFUDWL]DWLRQ�¿UVW�DQG�FHQWHU�
LQ�KLV�VFKRODUO\�WKHRU\��+H�SXVKHG�IRU�³VWUDWHJLF�OLEHUDOL]DWLRQ�´�D�PRUH�JUDGXDO�
SKDVLQJ�LQ�RI�PDUNHW�GHPRFUDF\�WKDW�ZRXOG�OLPLW�WKH�GHVWDELOL]LQJ�H̆HFWV�RI�
GHPRFUDWL]DWLRQ� �3DULV� ������ ����� ,Q� ������ +XUZLW]� DQG� 6WXGGDUG� HFKRHG�
3DULV�DQG�DUJXHG�³WKH�UXOH�RI�ODZ�VKRXOG�QRW�EH�UHJDUGHG�DV�D�VXEVHW�RI�VHFXULW\�
REMHFWLYHV�RU�DV�D�SXUHO\�WHFKQLFDO�FRPSRQHQW�RI�GHYHORSPHQW�SURJUDPV��EXW�
VKRXOG� UDWKHU� EH� VHHQ� DV� DQ� LQWHJUDO� HOHPHQW� RI� SHDFHEXLOGLQJ� VWUDWHJLHV´�
�+XUZLW]�	�6WXGGDUG������������

3HDFHEXLOGLQJ� LQ� $IJKDQLVWDQ� KDV� UHÀHFWHG� WKH� DGYLFH� 3DULV� R̆HUHG�
ZLWK�KLV�³VWUDWHJLF�OLEHUDOL]DWLRQ�´�,Q�OLHX�RI�UXVKLQJ�WKH�FUHDWLRQ�RI�D�PDUNHW�
GHPRFUDF\�� HOHFWLRQV� ZHUH� GHOD\HG� ³XQWLO� SDVVLRQV� >KDG@� FRROHG�´� DQG�
SHDFHEXLOGLQJ� H̆RUWV� ZHUH� H[WHQGHG� EH\RQG� ����¶V� ³QRUP� RI� RQH� WR� WKUHH�
\HDUV�� WR�DSSUR[LPDWHO\�VHYHQ�WR�QLQH�\HDUV�´�RU�� LQ� WKH�FDVH�RI�$IJKDQLVWDQ��
HYHQ� ORQJHU� �3DULV� ������ ����� 2QH� ODVW� ELW� RI� DGYLFH� IURP� 3DULV�� FDOOLQJ� IRU�
WKH� FUHDWLRQ� RI� ³H̆HFWLYH�� FHQWUDO� FRRUGLQDWLQJ� ERGLHV� IRU� SHDFHEXLOGLQJ�
RSHUDWLRQV�´�7KLV�FDPH�WR�IUXLWLRQ�LQ�WKH�IRUP�RI�86$,'¶V�2̇FH�RI�7UDQVLWLRQ�
,QLWLDWLYHV��27,���WKH�JURXS�WKDW�LPSOHPHQWHG�WKH�$IJKDQ�7UDQVLWLRQ�,QLWLDWLYH�
�$7,���WKH�GLUHFW�SUHFXUVRU�WR�$&$3��$V�D�JURXS�ZKRVH�RUJDQL]DWLRQDO�WKHRU\�LV�
EDVHG�RQ�WKH�VFKRODUO\�WKHRU\�RI�JRYHUQDQFH��27,¶V�PLVVLRQ�VWDWHPHQW�LQFOXGHV�
WKH�IROORZLQJ��³27,�ZRUNV�RQ�WKH�JURXQG�WR�SURYLGH�IDVW��ÀH[LEOH��VKRUW�WHUP�
DVVLVWDQFH�WDUJHWHG�DW�NH\�SROLWLFDO�WUDQVLWLRQ�DQG�VWDELOL]DWLRQ�QHHGV´��86$,'�
����������

,GHQWLW\� WKHRU\�SURYLGHV� D�PRUH� FRPSOHWH�XQGHUVWDQGLQJ�RI� FRQÀLFW�
DQG� LV� FRQQHFWHG� WR� WKH� VFKRRO� RI� 6RFLDO� &RQVWUXFWLYLVP�� ,GHQWLW\� WKHRU\�
SURYLGHV� D� IXOO� H[SODQDWLRQ� RI� ZK\� FRQÀLFW� RFFXUV�� VWDWLQJ� WKDW� D� GLVFRXUVH�
GHYHORSV� LQ� VRFLHW\� DOORZLQJ� SHRSOH� WR� ³VHFXULWL]H´� JURXSV�� LGHDV�� DFWLRQV��
HWF�� 7KLV� LV� WKH� SURFHVV� WKURXJK� ZKLFK� DFWRUV� FUHDWH� ELDVHG� OHQV� ZKHUH� WKH�
³VHFXULWL]HG´�FRQFHSW�LV�DOZD\V�SHUFHLYHG�WR�EH�D�WKUHDW��2WKHU�OHVV�PDOHYROHQW��
\HW�VWLOO�DGYHUVH��SHUFHSWLRQV�FDQ�DULVH�DQG�FUHDWH�VRFLDO�VWUXFWXUHV�DQG�SRZHU�
LPEDODQFHV� WKDW� FDXVH� RU� H[DFHUEDWH� FRQÀLFW�� ,GHQWLW\�EDVHG� SHDFHEXLOGLQJ�
UHYROYHV� DURXQG� WKHVH� VRFLDOO\� FRQVWUXFWHG� SHUFHSWLRQV� DQG� VWUXFWXUHV�� DQG�
DWWHPSWV�WR�PLWLJDWH�RU�WUDQVIRUP�WKHP�

0XFK�RI�WKH�OLWHUDWXUH�RQ�,GHQWLW\�WKHRU\�FHQWHUV�RQ�JHQGHU�DQG�KRZ�LW�
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LQWHUSOD\V�ZLWK�FRQÀLFW��$PDQL�(O�-DFN��LQ�FRQMXQFWLRQ�ZLWK�WKH�%ULGJH�,QVWLWXWH�
RI�'HYHORSPHQW�6WXGLHV�� H[SORUHG� WKH�ZD\V� LQ�ZKLFK�DUPHG� FRQÀLFW� FUHDWHV�
JHQGHU�VSHFL¿F�GLVDGYDQWDJHV��PRVW�RIWHQ�IRU�ZRPHQ��DQG�KRZ�SHDFHEXLOGLQJ�
H̆RUWV�FDQ�DGGUHVV�VXFK�SUREOHPV��-DFN�VWDWHV� WKDW�JHQGHU� LQHTXDOLW\�VWHPV�
IURP� ³SRZHU� LPEDODQFHV� LQ� VRFLDO� VWUXFWXUHV´� WKDW� DUH� SHUYDVLYH� ZLWKLQ�
VRFLHWLHV�� �$UPHG�FRQÀLFW�LQ�SDUWLFXODU�FDQ�IXUWKHU�HQWUHQFK�WKHVH�VWUXFWXUHV�
DQG�IXQQHO�SUREOHPV�WKURXJK�WKHP�FDXVLQJ�LQFUHDVHG�LQHTXDOLW\��-DFN�������
����

,GHDOO\� SHDFHEXLOGLQJ� VKRXOG� EH� FRQVFLRXV� RI� WKHVH� VWUXFWXUHV� DQG�
WKH� H̆HFWV� WKH\� KDYH�� HLWKHU� R̆HULQJ� VSHFLDOL]HG� VXSSRUW� RU� JRLQJ� DV� IDU� DV�
FKDQJLQJ�WKH�VRFLDO�VWUXFWXUHV�LQ�TXHVWLRQ��+RZHYHU��PDQ\�JRYHUQPHQWV��QRQ�
JRYHUQPHQWDO� RUJDQL]DWLRQV� �1*2V��� DQG� LQWHUQDWLRQDO� RUJDQL]DWLRQV� IDLO� WR�
WDNH�JHQGHU�LQWR�DFFRXQW��HLWKHU�E\�WUHDWLQJ�HYHU\RQH�WKH�VDPH�RU�LJQRULQJ�WKH�
SUREOHPV�ZRPHQ�IDFH��XOWLPDWHO\� IXUWKHULQJ�JHQGHU�VWHUHRW\SHV�RU�IDLOLQJ�WR�
FRQVLGHU�³ZRPHQ¶V�UHODWLYH�LQHTXDOLW\�LQ�WKH�FRQWH[W�RI�JHQGHU�UHODWLRQV´��-DFN�
����������

2QH� SDUWLFXODU� SHDFHEXLOGLQJ� VWUDWHJ\� IRU� LGHQWLW\�� JHQGHU�
PDLQVWUHDPLQJ��IRFXVHV�RQ�SXWWLQJ�JHQGHU�IURQW�DQG�FHQWHU�LQ�SHDFHEXLOGLQJ�
RSHUDWLRQV��7KLV�VWUDWHJ\�VWHPV�IURP�FULWLFDO�WKHRU\��RU�WKH�LGHD�WKDW�WKH�RQO\�
ZD\�WR�EULQJ�DERXW�FKDQJH�LV�E\�FKDQJLQJ�WKH�ZD\�SHRSOH�WKLQN��7KH�KRSH�LV�
WKDW� E\� IRUFLQJ� JHQGHU� LVVXHV� LQWR� WKH� RSHQ�� FLYLO� VRFLHW\�ZLOO� EHFRPH�PRUH�
DZDUH� DQG� EHJLQ� FKDQJLQJ� WKH� FRUH� JHQGHU�FRQVWUXFWLYH� VRFLDO� VWUXFWXUHV��
6XPLH�1DND\D�SXWV�IRUWK�D�SDWK�IRU�FDUU\LQJ�RXW�VXFK�YLVLRQV��SURSRVLQJ�WKDW�
JHQGHU�PDLQVWUHDPLQJ�PXVW�KDSSHQ�DW�WZR�OHYHOV��³SRVWFRQÀLFW�LQVWLWXWLRQDO�
IUDPHZRUNV�DQG�WKH�VWUXFWXUDO�EDVH�RI�SRZHU´��1DND\D������������

+RZHYHU��JRRG�LQWHQWLRQV�LQ�WDFNOLQJ�JHQGHU�LQHTXDOLW\�FDQ�RIWHQ�JR�
DZU\��1DND\D¶V� DIRUHPHQWLRQHG�DUWLFOH� LV� D� VFDWKLQJ� UHYLHZ�RI�RUJDQL]DWLRQV�
WKDW�EHOLHYH�VLPSO\�EULQJLQJ�ZRPHQ�WR�QHJRWLDWLQJ�WDEOHV�ZLOO�VROYH�HYHU\WKLQJ��
7KH�ELWWHU�UHDOLW\�LV�WKDW�WKH�LQFOXVLRQ�RI�ZRPHQ�DW�SHDFHEXLOGLQJ�WDONV�LV�WRR�
RIWHQ�VLPSO\�D�SROLWLFDO�PRYH��VKRZLQJ�TXLFN�DQG�FKHDS�FRPPLWPHQW�WR�ZRPHQ�
EXW�WKHQ�UHYHUWLQJ�WR�ROG�ZD\V�DIWHUZDUGV��1DND\D�������������$QRWKHU�ZRUU\�
LV�WKDW�WKH�RUJDQL]DWLRQV�VZRRSLQJ�LQ�WR�KHOS�ZRPHQ�DEURDG�DUH�VWLOO�ERXQG�WR�
:HVWHUQ�VWHUHRW\SHV�RI�JHQGHU��,Q�������WKH�DQWKURSRORJLVW�/LOD�$EX�/XJKRG�
QRWHG�WKDW�WKH�UKHWRULF�RI�OLEHUDWLQJ�$IJKDQ�ZRPHQ�FRXOG�FDXVH�SUREOHPV�RI�LWV�
RZQ�E\�VHFXULWL]LQJ�WKH�LGHQWLW\�RI�$IJKDQ�ZRPHQ��WKXV�KDPSHULQJ�WKH�SXUVXLW�
RI�XQGHUVWDQGLQJ�LQ�WKH�UHJLRQ�DQG�PDNLQJ�WUXH�FKDQJH�GL̇FXOW��$EX�/XJKRG�
������������

86$,'�� HVSHFLDOO\� WKURXJK� LWV� <RXWK� DQG� &RQÀLFW� 7RRONLW�� R̆HUV�
DQRWKHU�VFKRODUO\�WKHRU\�IRU�SHDFHEXLOGLQJ��7KLV�3RSXODWLRQ�WKHRU\�FRQFHUQV�
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WKH�GHVWDELOL]LQJ�H̆HFW�WKDW�D�³GLVSURSRUWLRQDWHO\�ODUJH�\RXWK�FRKRUW�UHODWLYH�
WR�WKH�UHVW�RI�WKH�SRSXODWLRQ´�FDQ�KDYH�RQ�D�FRXQWU\��86$,'�����������,Q�VRPH�
ZD\V��WKLV�FDQQRW�EH�VHHQ�DV�DQ�LQGHSHQGHQW�VFKRODUO\�WKHRU\�EHFDXVH�LW�GRHV�
QRW�H[SODLQ�IXOO\�WKH�FDXVHV�RI�YLROHQFH��LW�PHUHO\�EULQJV�WR�OLJKW�D�GHVWDELOL]LQJ�
IDFWRU��7KH� LPSOLFDWLRQV� WKDW�86$,'�PHQWLRQV�� VXFK�DV� WKH� VWUDLQ�RQ�SXEOLF�
VHUYLFHV�DQG� LQVWLWXWLRQV��FDQ�EH�VHHQ�DV�DQ�DGGHQGXP�WR�JRYHUQDQFH�EDVHG�
SURJUDPV�VXFK�DV�WKRVH�LPSOHPHQWHG�E\�27,��,Q�WKH�WRRONLW��86$,'�VSHFL¿FDOO\�
PHQWLRQV�WKDW�D�\RXWK�EXOJH�LV�OLQNHG�ZLWK�FRQÀLFW�RQO\�ZKHQ�WKH�FRXQWU\�LV�
DOVR�IDFHG�ZLWK�³SRRU�JRYHUQDQFH��D�GHFOLQLQJ�HFRQRP\��RU�«�D�KLJK�GHJUHH�RI�
HWKQLF�RU�UHOLJLRXV�SRODULW\´��86$,'�����������

+RZHYHU�� GL̆HUHQW� RUJDQL]DWLRQV� FDQ� KDYH� GL̆HULQJ� LQWHUSUHWDWLRQV�
RI� HYHQ� D� VLQJOH� VFKRODUO\� WKHRU\� DV� LW� UHODWHG� WR� WKH� IUDPHZRUN� IRU� WKHLU�
RUJDQL]DWLRQDO� WKHRU\�� 7KLV� LV� SDUWLFXODUO\� LPSRUWDQW� WR� LQYHVWLJDWH� DV� WKH�
SUHVHQW�VWXG\�VHHNV�WR�H[DPLQH�WKH�H̆HFWV�RI�86$,'¶V�VSHFL¿F�LQWHUSUHWDWLRQV�
RI�VFKRODUO\�WKHRU\�DQG�KRZ�WKRVH�LQWHUSUHWDWLRQV�D̆HFW�SURJUDPV��7KURXJKRXW�
WKH�WRRONLW�FUHDWHG�E\�86$,'��WKHUH�LV�D�WKHPH�RI�\RXWK�FDXVLQJ�GHVWDELOL]DWLRQ��
7KH� 8QLWHG� 1DWLRQV� 'HYHORSPHQW� 3URJUDPPH� �81'3�� ORRNV� DW� \RXWK�
EXOJHV� IURP�D�VOLJKWO\�GL̆HUHQW�VWDQGSRLQW��7KH\�FKDVWLVH�ZKDW� WKH\�FDOO� WKH�
³VHFXULWL]DWLRQ�RI�\RXWK�´�VD\LQJ�WKDW�VLPSO\�FRQFHQWUDWLQJ�RQ�WKH�GHVWDELOL]LQJ�
DVSHFWV� RI� D� ODUJH� \RXWK� SRSXODWLRQ� GHWUDFWV� IURP� WKH� SRWHQWLDO� JRRG� \RXWK�
SRSXODWLRQV� FDQ� FUHDWH�� :KHUH� 86$,'¶V� SRSXODWLRQ�EDVHG� RUJDQL]DWLRQDO�
WKHRU\�VWHPV�PRVWO\�IURP�*RYHUQDQFH�WKHRU\��81'3¶V�RUJDQL]DWLRQDO�WKHRU\�
VWHPV�PRVWO\�IURP�,GHQWLW\�WKHRU\��JRLQJ�VR�IDU�DV�WR�H[SORUH�WKH�FRQFHSW�RI�
\RXWK�DV�D�VRFLDO�FRQVWUXFW�DQG�DQDO\]LQJ�KRZ�LW�LQWHUDFWV�ZLWK�JHQGHU��(EDWD�
HW�DO��������

6LQFH� 86$,'¶V� DQG� 81'3¶V� RUJDQL]DWLRQDO� WKHRULHV� RI� \RXWK� GUDZ�
IURP�GL̆HUHQW�EDVH�VFKRODUO\�WKHRULHV��WKH�VXJJHVWLRQV�WKH\�SXW�IRUWK�GLYHUJH��
%RWK�DJUHH�WKDW�\RXWK�WUDLQLQJ��SROLWLFDO�SDUWLFLSDWLRQ��DQG�JHQGHU�VHQVLWLYLW\�
DUH� LPSRUWDQW�� EXW� ZKHUH� 86$,'¶V� RUJDQL]DWLRQDO� WKHRU\� LV� DLPHG�PRUH� DW�
VWDELOL]LQJ� WKH� \RXWK� FRKRUW�� 81'3� WDNHV� D� PRUH� LQWURVSHFWLYH� DSSURDFK��
:KHUH� 86$,'� DVNV� IRU� LQFUHDVHG� \RXWK� YRWLQJ�� 81'3� ZDUQV� WKDW� ³\RXWK�
ZLQJV� RI� SROLWLFDO� SDUWLHV� DUH� VLPSO\� WRROV� WR� DPDVV� SROLWLFDO� SRZHU´� DQG�
VXJJHVWV� WKDW�RUJDQL]DWLRQV� VKRXOG� VWULYH�QRW� MXVW� IRU�SDUWLFLSDWLRQ��EXW�DOVR�
IRU�PHDQLQJIXO� SDUWLFLSDWLRQ� �(EDWD� HW� DO�� ������ �����0RVW� WHOOLQJO\��86$,'�
VWDWHV� WKDW� ³LGHDOO\�� SURJUDPV� VKRXOG� EH� GHVLJQHG� DV� µIHHGHUV¶� LQWR� SROLWLFDO��
HFRQRPLF��DQG�VRFLDO�LQVWLWXWLRQV�IRU�DGXOWV�´�ZKHUHDV�81'3�DUJXHV�WKDW�³IRU�
PD[LPXP� H̆HFWLYHQHVV�� \RXWK� SDUWLFLSDWLRQ� VKRXOG� JR� EH\RQG� FRQVXOWDWLRQ�
WR�UHDO��PHDQLQJIXO� LQYROYHPHQW�ZKHUH�\RXQJ�SHRSOH�DUH�YLHZHG�QRW�RQO\�DV�
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EHQH¿FLDULHV�RU� WDUJHWV�RI�DVVLVWDQFH�EXW�DV�GHFLVLRQ�PDNHUV´� �86$,'�������
����(EDWD�HW�DO������������

Methodology

+\SRWKHVLV
0LVPDWFKHG� WKHRULHV� FDQ�PDNH� RUJDQL]DWLRQV� LPSOHPHQW� SURJUDPV�

LQH̆HFWLYHO\� E\� FDXVLQJ� WKHP� WR� PLVLQWHUSUHW� WKH� SXUSRVH� RI� WKH� SURJUDP��
6LQFH�WKH�FRQFHSW�RI�PLVPDWFKHG�WKHRULHV�LV�QHZ��WKH�VFRSH�RI�WKH�K\SRWKHVLV�LV�
UHVWULFWHG�WR�DQ�LQLWLDO�LQYHVWLJDWLRQ�LQWR�WKH�SUREOHP�RI�PLVPDWFKHG�WKHRULHV��
$QDO\VHV� WKDW� WU\� WR� PDNH� FODLPV� DERXW� WKH� SUHYDOHQFH� RI� WKH� SUREOHP�� RU�
DQDO\VHV�WKDW�FODLP�WKDW�FHUWDLQ�RUJDQL]DWLRQV�DUH�PRUH�SURQH�WR�WKH�SUREOHP�
WKDQ�RWKHUV��DUH�EH\RQG�WKH�VFRSH�RI�WKLV�SDSHU��7KLV�SDSHU�FRQFHQWUDWHV�RQ�
¿QGLQJ� DQ� LQVWDQFH� WKDW� KLJKOLJKWV� WKH� SRWHQWLDO� SRVVLELOLW\� RI� PLVPDWFKHG�
WKHRULHV� DQG� WKHQ� SURYLGHV� LQVLJKW� LQWR� WKH� SRWHQWLDO� SURFHVV� E\� ZKLFK�
PLVPDWFKHG�WKHRULHV�QHJDWLYHO\�LPSDFW�SURJUDP�VXFFHVV�

7R� LVRODWH� WKH� SRWHQWLDO� H̆HFWV� RI� WKH� SUREOHP� RI� PLVPDWFKHG�
WKHRULHV�� WKLV�SDSHU�H[DPLQHV�D�VLQJOH�FDVH�VWXG\�ZKHUH� WKH� LVVXH� LV�SUHVHQW�
DQG�WKHQ�SURYLGHV�TXDOLWDWLYH�DQDO\VLV�LQ�RUGHU�WR�GHWHUPLQH�ZKDW�H̆HFWV�WKH�
PLVPDWFKLQJ�RI�WKHRULHV�KDG�RQ�WKH�H̆HFWLYHQHVV�RI�WKH�SURJUDP��7KLV�SDSHU�
GRHV�QRW�DLP�WR�SURYH�WKDW�DOO�PLVPDWFKLQJ�RI�WKHRULHV�ZLOO�FDXVH�SUREOHPV��EXW�
UDWKHU�DLPV�WR�VHH�ZKHWKHU�WKH�LVVXH��ZKLFK�ZLOO�OLNHO\�EHFRPH�PRUH�FRPPRQ�LQ�
WKH�IXWXUH��LV�RQH�RI�FRQFHUQ��)ROORZLQJ�WKH�LQLWLDO�DQDO\VLV��WKH�SDSHU�GLVFXVVHV�
WKH�PHFKDQLVPV�E\�ZKLFK�PLVPDWFKHG�WKHRULHV�DUH�PRVW�OLNHO\�WR�RSHUDWH�

&DVH�6HOHFWLRQ
7KH� UHTXLUHPHQWV� RI� FDVH� VHOHFWLRQ� LQ� WKLV� SDSHU� DUH� WZRIROG�� )LUVW��

WKH�FDVH�PXVW�EH�FRQVLGHUHG�D�IDLOXUH�IRU�WKH�DQDO\VLV�WR�LQYHVWLJDWH�WKH�FDXVHV�
RI�SURJUDP�IDLOXUH��6HFRQG�� WKHUH�VKRXOG�EH�SRWHQWLDO� IRU� WKH�SUREOHP�WR�EH�
FDXVHG� E\�PLVPDWFKHG� WKHRULHV�� L�H��� WKH� FUHDWRU� RI� WKH� SURJUDP� VKRXOG� EH�
GL̆HUHQW� WKDQ� WKH� LPSOHPHQWHU�RI� WKH�SURJUDP��,I� WKLV�SDSHU�DLPHG�WR�VWDWH�
WKDW� PLVPDWFKHG� WKHRULHV� DUH� HQGHPLF�� RU� DWWHPSWHG� WR� FODLP� WKDW� FHUWDLQ�
RUJDQL]DWLRQV�RQ�DYHUDJH�VX̆HU�WKH�SUREOHP�PRUH�WKDQ�RWKHUV��RU�HYHQ�WULHG�
WR�PDNH�RWKHU�JHQHUDO�FODLPV��WKHQ�PXOWLSOH�FDVH�VWXGLHV�ZRXOG�EH�QHFHVVDU\��
+RZHYHU��VLQFH�WKLV�SDSHU�RQO\�DWWHPSWV�WR�PDNH�DQ�LQLWLDO�IRUD\�LQWR�WKH�LVVXH�
DQG�DLPV�WR�WHVW�ZKHWKHU�RU�QRW�PLVPDWFKHG�WKHRULHV�FRXOG�EH�D�SUREOHP��D�
VLQJOH�FDVH�VWXG\�ZLOO�VẊFH��

7KH�$IJKDQ�&LYLOLDQ�$VVLVWDQFH�3URJUDP��$&$3��ZDV�FKRVHQ�IRU�WKLV�
DQDO\VLV� GXH� WR� WKH� DFFHSWDQFH� RI� WKH� SURJUDP� DV� EHLQJ� D� IDLOXUH� �FULWHULRQ�
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���� DV�ZHOO� DV� WKH�GLVFRQQHFW�EHWZHHQ�&RQJUHVV¶� LQLWLDO� LGHD� IRU� WKH�SURJUDP�
DQG�WKH�ZD\� LQ�ZKLFK� LW�KDV�EHHQ�LPSOHPHQWHG�E\�86$,'��FULWHULRQ�����7KH�
SUHYLRXV�OLWHUDWXUH�KDV�IRFXVHG�RQ�QHJOLJHQFH�DQG�LQFRPSHWHQFH�DV�WKH�FDXVHV�
RI�WKH�SURJUDP¶V�IDLOXUH��EXW�IRU�WKH�SXUSRVHV�RI�WKLV�SDSHU��WKH�IDFWRUV�OHDGLQJ�
XS� WR� VDLG� QHJOLJHQFH� DQG� LQFRPSHWHQFH� DUH�PRUH� UHOHYDQW�� 3XEOLF� UHFRUGV�
DQG�D�VHULHV�RI�UHSRUWV�ZLOO�EH�XVHG�WR�DQDO\]H�WKH�KLVWRU\�RI�$&$3�DQG�KRZ�
RUJDQL]DWLRQDO� DQG� VFKRODUO\� WKHRULHV� D̆HFWHG� HDFK� VWDJH� RI� WKH� SURJUDP¶V�
GHYHORSPHQW�DQG�VXEVHTXHQW�LPSOHPHQWDWLRQ��

Discussion of Variables
,Q�RUGHU�WR�VXSSRUW�WKH�K\SRWKHVLV��WKH�FDVH�VWXG\�PXVW�SURYLGH�FOHDU�

HYLGHQFH� WKDW� WKH� SURJUDP¶V� IDLOXUH� LV� FDXVHG� E\� PLVPDWFKLQJ� RI� WKHRULHV��
7KH� LQGHSHQGHQW� YDULDEOH� IRU� WKLV� DQDO\VLV� LV� WKH� H[LVWHQFH� RI� PLVPDWFKHG�
WKHRULHV� LQ� WKH� SURJUDP¶V� FUHDWLRQ� DQG� LPSOHPHQWDWLRQ�� 7KLV� LQGHSHQGHQW�
YDULDEOH�ZLOO�EH�LQYHVWLJDWHG�WKURXJK�DQDO\VLV�RI�WKH�SURJUDP¶V�LQLWLDO�FUHDWLRQ�
DQG� LPSOHPHQWDWLRQ�� ,I� VFKRODUO\� WKHRULHV� FDQ� EH� LGHQWL¿HG� WKDW� LQIRUP� WKH�
GHYHORSPHQW�RI�WKH�SURJUDP��DQG�DQ�RUJDQL]DWLRQDO�WKHRU\�RI�WKH�LPSOHPHQWLQJ�
JURXS�FDQ�DOVR�EH�LGHQWL¿HG��EXW�WKH�RUJDQL]DWLRQDO�WKHRU\�GRHV�QRW�PDWFK�XS�
ZLWK� WKH� VFKRODUO\� WKHRU\� WKDW� OHG� WR� WKH� SURJUDP¶V� GHYHORSPHQW�� WKHQ� WKH�
SURJUDP�ZLOO�EH�VDLG�WR�KDYH�PLVPDWFKHG�WKHRULHV�

7KH�GHSHQGHQW�YDULDEOH�FRQFHUQV�WKH�VXFFHVV�RU�IDLOXUH�RI�WKH�SURJUDP��
)RU�WKLV�DQDO\VLV��LW�LV�LPSRUWDQW�WR�GL̆HUHQWLDWH�EHWZHHQ�SUR[LPDWH�DQG�URRW�
FDXVHV�RI�IDLOXUH��7KH�LGHD�LV�WKDW�WKH�URRW�FDXVH�RI�PLVPDWFKHG�WKHRULHV�FDQ�
OHDG�WR�SRRU�LPSOHPHQWDWLRQ�RI�WKH�SURJUDP��ZKLFK�ZLOO�PDQLIHVW�DV�D�VHULHV�RI�
SUR[LPDWH�FDXVHV��VXFK�DV�PLVPDQDJHPHQW��QHJOLJHQFH��RU�PLVLQWHUSUHWDWLRQ�
RI�WKH�SURJUDP�PLVVLRQ��$V�VXFK��DQ�DQDO\VLV�RI�WKH�H̆HFWV�RI�WKH�LQGHSHQGHQW�
YDULDEOH�RQ�WKH�GHSHQGHQW�YDULDEOH�ZLOO�FRQFHQWUDWH�VROHO\�RQ�KRZ�PLVPDWFKHG�
WKHRULHV�LQÀXHQFH�WKH�SUR[LPDWH�FDXVHV�RI�WKH�IDLOXUH�RI�WKH�SURJUDP�

$QDO\VLV�RI�$&$3

([LVWLQJ�([SODQDWLRQV�IRU�WKH�)DLOXUH�RI�$&$3
7KH�H[WHUQDO�VFKRODUO\�OLWHUDWXUH�KDV�JHQHUDOO\�QRW�HQJDJHG�ZLWK�$&$3��

EXW�ZLWKLQ�86$,'�� WKH� IDLOXUH�KDV�EHHQ�ZHOO� GLVFXVVHG�� ,Q� WKH�)LQDO�3URMHFW�
(YDOXDWLRQ�5HSRUW� IRU�$IJKDQ�&LYLOLDQ�$VVLVWDQFH�3URJUDP��$&$3���D�UHSRUW�
¿OHG�RQ�EHKDOI�RI�86$,'��%HOTXLV�$KPDGL�GHWHUPLQHG� WKDW� ³$&$3� LV�D�YHU\�
QHFHVVDU\�DQG�FUXFLDO�LQJUHGLHQW�WR�KHOS�EULQJ�VWDELOLW\�WR�YLFWLPV�RI�PLOLWDU\�
LQFLGHQWV�´�EXW�IRXQG�WKDW�WKH�SURJUDP�LV�³SODJXHG�E\�D�QXPEHU�RI�LVVXHV�WKDW�
QHJDWLYHO\�LPSDFW�LWV�PLVVLRQ��UDQJLQJ�IURP�ODFN�RI�VẊFLHQWO\�WUDLQHG�VWD̆��WR�
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LQFLGHQWV�RI�FRUUXSW�SUDFWLFHV��WR�VORZ�LGHQWL¿FDWLRQ�RI�EHQH¿FLDULHV��EDUULHUV�
WR� WKH� WLPHO\�GHOLYHU\�RI� DVVLVWDQFH�� DQG�TXDOLW\�PRQLWRULQJ´� �$KPDGL� HW� DO��
�����������2YHUDOO��WKH�SUR[LPDWH�FDXVHV�RI�$&$3¶V�IDLOXUH�ZHUH�GHWHUPLQHG�WR�
EH�FDXVHG�E\�QHJOLJHQFH�DQG�LQFRPSHWHQFH�

8QIRUWXQDWHO\�� SUR[LPDWH� FDXVHV� DUH� QRW� HQRXJK� DQG� IXUWKHU�
LQYHVWLJDWLRQ� RI� URRW� FDXVHV� LV� QHFHVVDU\�� 6SHFL¿FDOO\�� ZKDW� FDXVHG� WKH�
QHJOLJHQFH�DQG� LQFRPSHWHQFH� WKDW� OHG� WR� WKH� IDLOXUH�RI�$&$3"�6FKRODUV�DQG�
LQYHVWLJDWLYH�MRXUQDOLVWV�DOLNH�KDYH�SRLQWHG�WR�V\VWHPLF�SUREOHPV�ZLWK�86$,'�
WKDW� OHG� WR� WKH� IDLOXUH� RI� SURJUDPV� LQ� $IJKDQLVWDQ�� LQFOXGLQJ� FRUUXSWLRQ��
SUHYDOHQFH� RI� QRQ�DFFRXQWDEOH� DQG� LQḢFLHQW� FRQWUDFWLQJ� VHUYLFHV�� DQG�
JHQHUDO� LQFRPSHWHQFH��%ULQNOH\�������:ROYHUVRQ��������$QRWKHU�SRVVLELOLW\�
IRU�86$,'¶V�IDLOXUHV�LV�ODFN�RI�DFFRXQWDELOLW\�WR�WKH�SHRSOH�WKH\�DUH�KHOSLQJ��D�
SUREOHP�WKDW�KDV�EHHQ�EURXJKW�LQWR�WKH�VWDQGDUG�GLVFRXUVHV�RI�DLG�E\�:LOOLDP�
(DVWHUO\��ZKR�VWDWHG�WKDW�³ODFN�RI�IHHGEDFN�>IURP�UHFLSLHQW�WR�LPSOHPHQWHUV@�LV�
RQH�RI�WKH�PRVW�FUXFLDO�ÀDZV�LQ�IRUHLJQ�DLG´��(DVWHUO\������������

+RZHYHU�� WKH�DYDLODEOH� H[SODQDWLRQV�GR�QRW�QHFHVVDULO\� UXOH�RXW� WKH�
SRWHQWLDO�LQÀXHQFH�RI�PLVPDWFKHG�WKHRULHV��7KLV�FODLP�LV�HVSHFLDOO\�DSSOLFDEOH�
WR�WKH�PRVW�FRPPRQ�H[SODQDWLRQV�RI�86$,'¶V�IDLOXUHV��PRVW�RI�ZKLFK�FRXOG�EH�
FRQVLGHUHG�SUR[LPDWH�FDXVHV��OLNH�QHJOLJHQFH��LQFRPSHWHQFH��HWF���WKDW�DUH�WKH�
UHVXOW�RI�EURDGHU�URRW�FDXVHV��ZKLFK�FRXOG�LQFOXGH�PLVPDWFKLQJ�WKHRULHV��:LWK�
WKRVH�LGHDV�LQ�PLQG��LW�LV�LPSRUWDQW�WR�JR�RYHU�WKH�KLVWRU\�RI�$&$3�LQ�RUGHU�WR�
EHWWHU�XQGHUVWDQG�LWV�FUHDWLRQ�DQG�LPSOHPHQWDWLRQ�

+LVWRU\�RI�$&$3�LQ�5HODWLRQ�WR�3HDFHEXLOGLQJ�7KHRULHV
7KH�JRDOV�RI�$&$3�KDYH�FKDQJHG�VOLJKWO\�RYHU�WKH�\HDUV��EXW�WKH�JHQHUDO�

LGHD�KDV� UHPDLQHG� WKH� VDPH��¿QG�$IJKDQ� FLWL]HQV�KXUW� E\� FRQÀLFW� DQG�KHOS�
WKHP��$&$3�IXQFWLRQHG�DV�D�³QR�EODPH´�SURJUDP��ZKHWKHU�WKH�FLYLOLDQV�ZHUH�
KXUW�E\�LQWHUQDWLRQDO�RU�LQVXUJHQW�IRUFHV��$&$3�SURYLGHG�DVVLVWDQFH�ZLWKRXW�
IRFXVLQJ�RQ�ZK\�RU�KRZ�WKH� LQFLGHQWV�RFFXUUHG��86$,'��������$FFRUGLQJ�WR�
WKHLU������)DFW�6KHHW��86$,'�OLVWV�LWV�DFWLYLWLHV�DV�WKH�IROORZLQJ�

ł�'LVWULEXWH�VWDQGDUG�NLW�FRQWDLQLQJ�LWHPV�IRU�WKH�KRPH��FKLOGUHQ¶V�

HGXFDWLRQ��DQG�WDLORULQJ�VXSSOLHV

ł� 'LVWULEXWH� OLYHOLKRRG� VXSSRUW� NLW� IURP� RQH� RI� WKH� IROORZLQJ�

EHQH¿FLDULHV¶�FKRLFHV��JURFHU\��UXUDO�OLYHOLKRRGV��KDEHUGDVKHU\

ł�/LDLVH�ZLWK� DQG� LQYROYH� D� YDULHW\� RI� >*RYHUQPHQW� RI� WKH� ,VODPLF�

5HSXEOLF�RI�$IJKDQLVWDQ@��QDWLRQDO�DQG�LQWHUQDWLRQDO�VWDNHKROGHUV�WR�

SURPRWH�DZDUHQHVV�DQG�IXUWKHU�DVVLVWDQFH�WR�D̆HFWHG�FRPPXQLWLHV
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*LYHQ�WKHVH�DFWLYLWLHV�LW�EHFRPHV�GL̇FXOW�WR�SURSHUO\�SODFH�WKH�SURJUDP��
,V�LW�FRQÀLFW�UHVROXWLRQ"�,V�LW�GHYHORSPHQW�DVVLVWDQFH"�,V�LW�KXPDQLWDULDQ�DLG"�
7KH�RQO\�ZD\�WR�WUXO\�XQGHUVWDQG�ZKHUH�LW�VWDQGV�LV�WR�REVHUYH�LWV�KLVWRU\�

7KH�LGHD�ZDV�RULJLQDOO\�SURSRVHG�E\�6HQDWRU�3DWULFN�/HDK\�LQ������DV�
D�ZD\�RI�SURYLGLQJ�³KXPDQLWDULDQ�DQG�UHFRQVWUXFWLRQ�DVVLVWDQFH�µ���IRU�IDPLOLHV�
DQG�FRPPXQLWLHV�WKDW�KDYH�VX̆HUHG�ORVVHV�DV�D�UHVXOW�RI�WKH�PLOLWDU\�RSHUDWLRQ�
DJDLQVW�WKH�7DOLEDQ�DQG�LQVXUJHQWV¶´��$KPDGL�HW�DO������������1LFNQDPHG�WKH�
µ/HDK\�,QLWLDWLYH�¶�LW�ZDV�IXQGHG�LQ�WKH�&RQVROLGDWHG�$SSURSULDWLRQV�5HVROXWLRQ�
RI� ����� VR� ³WKDW� DVVLVWDQFH� VKRXOG� EH�PDGH� DYDLODEOH� WR� FRPPXQLWLHV� DQG�
IDPLOLHV� WKDW� ZHUH� DGYHUVHO\� D̆HFWHG� E\� WKH� PLOLWDU\� RSHUDWLRQV�´� 7KH� ELOO�
PDLQWDLQHG�D�IRFXV�RQ�ZRPHQ�DQG�³KXPDQLWDULDQ��UHFRQVWUXFWLRQ��DQG�UHODWHG�
DVVLVWDQFH�IRU�$IJKDQLVWDQ´��3XEOLF�/DZ��������������$W�WKLV�SRLQW�WKH�LQLWLDWLYH�
ZDV�D�PL[WXUH�RI�GHYHORSPHQW�DQG�PRUDO�REOLJDWLRQ��1RZKHUH�LQ�WKH�IXQGLQJ�
RI�WKH�LQLWLDWLYH�ZDV�D�PHQWLRQ�RI�KHOSLQJ�LPSURYH�JRYHUQDQFH�LQ�WKH�DUHD�RU�
LQFUHDVLQJ�WKH�VWDELOLW\�RI�$IJKDQLVWDQ��

7KH�JURXS� WKDW�HQGHG�XS� LPSOHPHQWLQJ� WKH�SURJUDP�ZDV� WKH�2̇FH�
RI� 7UDQVLWLRQ� ,QLWLDWLYHV� �27,��� D� 86$,'� ṘFH� ZLWK� D� EDVLV� LQ� JRYHUQDQFH�
DQG� VWDELOL]DWLRQ�� $FFRUGLQJ� WR� WKHLU�PLVVLRQ� VWDWHPHQW� ³27,� ZRUNV� RQ� WKH�
JURXQG�WR�SURYLGH�IDVW��ÀH[LEOH��VKRUW�WHUP�DVVLVWDQFH�WDUJHWHG�DW�NH\�SROLWLFDO�
WUDQVLWLRQ� DQG� VWDELOL]DWLRQ� QHHGV´� �86$,'� ������ ���� $7,�� WKH� SUHFXUVRU� WR�
$&$3��ZDV�IXQGHG�E\�&RQJUHVV�DV�D�KXPDQLWDULDQ�DQG�GHYHORSPHQW�SURJUDP�
ZLWK�D�FRQFHQWUDWLRQ�RQ�ZRPHQ��LW�EHFDPH�D�VXSSOHPHQW�WR�27,¶V�JRYHUQDQFH�
EDVHG�SURJUDPV��³7KH�PDLQ�JRDO�IRU�WKH�¿UVW�WKUHH�SKDVHV��0DUFK������0DUFK�
������ZDV�WR�KLJKOLJKW�WKH�EHQH¿WV�RI�WKH�3RVW�7DOLEDQ�JRYHUQPHQW��$7,��RI�
WKH�7UDQVLWLRQDO� ,VODPLF� 6WDWH� RI�$IJKDQLVWDQ� �7,6$�� WKURXJK�TXLFN�LPSDFW��
KLJK�YLVLELOLW\�SURMHFWV�´�EXLOGLQJ�FUHGLELOLW\�E\�VKRZLQJ�DELOLW\�WR�KHOS�WKRVH�
LQ�QHHG�LQ�D�WLPHO\�PDQQHU��$KPDGL�HW�DO������������7KH�QH[W�WZR�SKDVHV�GLG�
IRFXV�RQ�ZRPHQ��WKHQ�SXEOLF�DZDUHQHVV��SROLWLFDO�SDUWLFLSDWLRQ��DQG�LPSURYLQJ�
$IJKDQ�PHGLD�FDSDFLW\��EXW�RQO\�DV�PHDQV�WR�WKH�HQG�RI�VWDELOL]LQJ�WKH�UHJLRQ�
�$KPDGL�HW�DO�����������

27,��ZKLFK�VROHO\�KDQGOHV�FRXQWULHV�GHHPHG�WR�EH�WUDQVLWLRQDO��SKDVHG�
RXW�RI�$IJKDQLVWDQ�LQ�������ZDV�UHSODFHG�URXJKO\�D�\HDU�DIWHU�WKH�7UDQVLWLRQDO�
,VODPLF�6WDWH�RI�$IJKDQLVWDQ� �7,6$��E\� WKH�FXUUHQW�GHPRFUDWLF�JRYHUQPHQW��
7KH�,QWHUQDWLRQDO�2UJDQL]DWLRQ�IRU�0LJUDWLRQ��,20���WKH�PDLQ�LPSOHPHQWLQJ�
SDUWQHU�IRU�$7,��VXVWDLQHG�WKH�SURJUDP�XQWLO�������$KPDGL�HW�DO������������,W�
VKRXOG�EH�QRWHG�WKDW�,20¶V�PDLQ�FRQFHUQ�LV�PLJUDWLRQ��DV�SHU�WKHLU�PLVVLRQ�
VWDWHPHQW�

$V�WKH�OHDGLQJ�LQWHUQDWLRQDO�RUJDQL]DWLRQ�IRU�PLJUDWLRQ��,20�DFWV�ZLWK�
LWV�SDUWQHUV�LQ�WKH�LQWHUQDWLRQDO�FRPPXQLW\�WR�
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ł�$VVLVW�LQ�PHHWLQJ�WKH�JURZLQJ�RSHUDWLRQDO�FKDOOHQJHV�RI�PLJUDWLRQ�

PDQDJHPHQW�

ł�$GYDQFH�XQGHUVWDQGLQJ�RI�PLJUDWLRQ�LVVXHV�

ł�(QFRXUDJH�VRFLDO�DQG�HFRQRPLF�GHYHORSPHQW�WKURXJK�PLJUDWLRQ�

ł�8SKROG�WKH�KXPDQ�GLJQLW\�DQG�ZHOO�EHLQJ�RI�PLJUDQWV�

$&$3�ZDV�WKHQ�ERUQ�LQ������ZLWK�DQ�LQLWLDO�EXGJHW�RI�����PLOOLRQ�DQG�
��� VWD̆�PHPEHUV�ZLWK� WKH� JRDO� WR� ³VWUHQJWKHQ� WKH�86�*RYHUQPHQW¶V� H̆RUWV�
WR�SURYLGH�DVVLVWDQFH�IRU�$IJKDQ�IDPLOLHV�DQG�FRPPXQLWLHV�WKDW�KDYH�VX̆HUHG�
ORVVHV�DV�D� UHVXOW�RI�PLOLWDU\�RSHUDWLRQV�DJDLQVW� LQVXUJHQWV�DQG� WKH�7DOLEDQ��
WKHUHE\� FRQWULEXWLQJ� WR� RYHUDOO� VWDELOL]DWLRQ� H̆RUWV� LQ�$IJKDQLVWDQ� DQG�SUH�
HPSWLYHO\� DGGUHVVLQJ� SRWHQWLDO� FDXVHV� RI� UHQHZHG� GLVRUGHUO\� PLJUDWLRQ´�
�$KPDGL�HW�DO������������7KH�ODVW�SDUW�RI�WKDW�VWDWHPHQW�LV�SDUWLFXODUO\�LPSRUWDQW��
DV� LW� KLJKOLJKWV� WKH� H̆HFWV� WKH� WKHRU\� RI� WKH� RUJDQL]DWLRQ� LPSOHPHQWLQJ� WKH�
SURJUDP�FDQ�KDYH��$&$3�VWDUWHG�DV�D�KXPDQLWDULDQ�H̆RUW�IXQGHG�E\�&RQJUHVV��
LW�ZDV� WKHQ�FKDQJHG�WR�D�VWDELOL]DWLRQ�H̆RUW�E\�27,��DQG�WKHQ�VKLIWHG� WR� WKH�
SUHYHQWLRQ�RI�GLVRUGHUO\�PLJUDWLRQ�E\�,20�

$QDO\VLV�RI�WKH�'HWULPHQW�RI�0LVPDWFKHG�7KHRULHV�
$&$3�FRXOG�EHFRPH�D�KLJKO\�H̆HFWLYH�LGHQWLW\�DQG�SRSXODWLRQ�EDVHG�

SHDFHEXLOGLQJ�SURJUDP��+RZHYHU��LW�KDV�EHHQ�LPSOHPHQWHG�DV�D�VXSSOHPHQW�
WR�JRYHUQDQFH�EDVHG�SURJUDPV�DQG�LWV�FRQFHQWUDWLRQ�RQ�ZRPHQ�DQG�\RXWK�KDV�
IDOOHQ�WR�WKH�VLGH��UREELQJ�LW�RI�LWV�WUXH�SRWHQWLDO�

7KH�JURXSV� LPSOHPHQWLQJ�$&$3�KDYH�RUJDQL]DWLRQDO� WKHRULHV�EDVHG�
RQ�JRYHUQDQFH� WKHRULHV�RI�SHDFHEXLOGLQJ��$V�VWDWHG�SULRU��JRYHUQDQFH�EDVHG�
SHDFHEXLOGLQJ� FRQFHQWUDWHV� RQ� SXVKLQJ� FRXQWULHV� WR� PDUNHW� GHPRFUDF\�
ZKLOH�PLWLJDWLQJ�WKH�GHVWDELOL]DWLRQ�WKDW�VXFK�FKDQJH�FDQ�FDXVH��3DULV�������
����� ,Q� LWV�HDUOLHVW� LWHUDWLRQ�$&$3�ZDV�XVHG� WR�³KLJKOLJKW� WKH�EHQH¿WV�RI� WKH�
3RVW�7DOLEDQ�JRYHUQPHQW´�DQG�³EXLOG� LWV�FUHGLELOLW\�E\�VKRZLQJ� LWV�DELOLW\� WR�
SURYLGH� VHUYLFHV� WR� WKRVH� LQ�QHHG� LQ�D� WLPHO\�PDQQHU´� �$KPDGL� HW� DO�� ������
����7KH�FRQFHQWUDWLRQ�RQ�VWDELOL]DWLRQ�DV�WKH�SURJUDP�FRQWLQXHG�DQG�HYROYHG�
RQO\� VHUYHG� WR� FHPHQW� LWV� ¿UP� VWDQGLQJ� DV� D� VXSSOHPHQW� WR� JRYHUQDQFH�� DQ�
DGGLWLRQDO�VKRZ�RI�FUHGLELOLW\�IRU�WKH�UXOH�RI�ODZ�SURJUDPV�EHLQJ�LPSOHPHQWHG�
LQ�SDUDOOHO��

$&$3¶V� SRVLWLRQ� DV� D� VXSSOHPHQW� WR� JRYHUQDQFH� KDV� EHFRPH�
HYHQ� VKDNLHU� LQ� UHFHQW� \HDUV� DV� JRYHUQDQFH�EDVHG� SURJUDPV� SKDVH� RXW�
RI� $IJKDQLVWDQ�� 7KH� JRYHUQDQFH� WKHRULHV� DUH� EHVW� VXLWHG� IRU� FRXQWULHV� LQ�
WUDQVLWLRQ��DQG�ZKLOH�$IJKDQLVWDQ¶V�FXUUHQW�JRYHUQPHQW�KDV�QRW�EHFRPH�WKH�
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IXOO�ÀHGJHG�VWDEOH�PDUNHW�GHPRFUDF\�WKDW�ZHVWHUQHUV�ZRXOG�OLNH�LW�WR�EH��LW�KDV�
UHDFKHG�D�SRLQW�LQ�LWV�GHYHORSPHQW�ZKHUH�JRYHUQDQFH�EDVHG�WKHRULHV�VWDUW�WR�
ORVH�WKHLU�JULS��7KH�2̇FH�RI�7UDQVLWLRQ�,QLWLDWLYHV��27,���86$,'¶V�JRYHUQDQFH�
EDVHG� DUP�� OHIW�$IJKDQLVWDQ� LQ� ������ DQG�PRVW� RWKHU� JRYHUQDQFH�SURJUDPV�
OHIW�ZLWK�LW��$KPDGL�HW�DO������������+RZHYHU��$&$3�UHPDLQV�DV�LWV�OHJDF\�DQG�
WKH�JRYHUQDQFH�WKHRULHV�WKDW�IRUJHG�$&$3�LQ�LWV�HDUO\�\HDUV�UHPDLQ��EXW�$&$3�
PXVW�HYROYH�EH\RQG�WKHP�

6LQFH�WKH�PRPHQW�LW�ZDV�IXQGHG��$&$3�DQG�$7,�KDG�WKH�SRWHQWLDO�WR�EH�
PXFK�PRUH�WKDQ�D�VXSSOHPHQW�WR�JRYHUQDQFH��$&$3¶V�SURJUDP�VWUXFWXUH�JLYHV�
LW� GLUHFW� DFFHVV� WR� FLYLO� VRFLHW\�� DW�ULVN� \RXWK��ZRPHQ�� DQG� ORFDO� FRPPXQLW\�
JURXSV��$&$3�ZDV�IXQGHG�ZLWK�D�FRQFHQWUDWLRQ�RQ�ZRPHQ�LQ�PLQG��3XEOLF�ODZ�
�������������$FFRUGLQJ�WR�WKH�,QWHUQDWLRQDO�2UJDQL]DWLRQ�IRU�0LJUDWLRQ��,20��
WKH�IRFXV�RI�$&$3�³KDV�VKLIWHG�IURP�LQIUDVWUXFWXUH�WR�LQGLYLGXDOO\�WDLORUHG�µVRIW¶�
DVVLVWDQFH��EDVHG�RQ�WKH�VSHFL¿F�QHHGV�RI�D̆HFWHG�IDPLOLHV�DQG�FRPPXQLWLHV´�
�.D\D�DQG�1RUWKLQJ��������,QGLYLGXDO�DVVLVWDQFH�LV�SHUIHFW�IRU�LGHQWLW\�EDVHG�
SHDFHEXLOGLQJ��DOORZLQJ�LQGLYLGXDOV�WKH�FKDQFH�WR�JR�EH\RQG�WKH�RSSRUWXQLWLHV�
RULJLQDOO\� R̆HUHG� WR� WKHP� DQG� EHFRPH� UROH� PRGHOV� WKDW� FKDOOHQJH� H[LVWLQJ�
VRFLDO�VWUXFWXUHV�

,Q�WHUPV�RI�LGHQWLW\��WKH�NLWV�DQG�DVVLVWDQFH�WKDW�$&$3�GLVWULEXWHV�FRXOG�
EH�IRUJHG�LQ�VXFK�D�ZD\�WKDW�WKH\�JLYH�$IJKDQ�ZRPHQ�DQG�\RXWK�WKH�FKDQFH�
WR�LPSURYH�WKHLU�SRVLWLRQ�LQ�VRFLHW\��$&$3�GRHV�R̆HU�YRFDWLRQDO�WUDLQLQJ��EXW�
DV� RQH� UHYLHZHU� RI� WKH� SURJUDP� VWDWHG�� ³LQ� RXU� HYDOXDWLRQ� RI� WKH�$&$3��ZH�
REVHUYHG�WKH�WURXEOLQJ�H̆HFWV�RI�LWV�ÀDZHG�GHVLJQ��7KH�$&$3�GHVLJQ�GRHV�QRW�
FRQVLGHU�ZRPHQ¶V�VSHFLDO�QHHGV�DQG�FLUFXPVWDQFHV��UHVXOWLQJ�LQ�WKH�H[FOXVLRQ�
RI� PDQ\� ZRPHQ� IURP� GHFLVLRQV� UHJDUGLQJ� WKHLU� DVVLVWDQFH´� �$KPDGL� HW� DO��
�����������,Q�WHUPV�RI�LPSURYLQJ�WKH�VRFLDO�SRVLWLRQ�RI�WKH�QH[W�JHQHUDWLRQ��DQ�
HYHQ�PRUH�ZRUU\LQJ�GLVFRYHU\�ZDV�PDGH��³LQ�VRPH�DUHDV�JLUOV�ZHUH�QRW�JLYHQ�
VFKRRO�NLWV�DW�DOO��ZKLOH�DOO�WKH�ER\V�LQ�WKH�IDPLO\�UHFHLYHG�WKHP´��$KPDGL�HW�DO��
����������

,Q�WHUPV�RI�SRSXODWLRQ�WKHRULHV�$&$3�KDV�GLUHFW�DFFHVV�WR�\RXWK�SXW�
DW�D�GLVDGYDQWDJH�E\�ZDU��(YHQ�DW�LWV�EHVW��86$,'�\RXWK�SROLF\�WDNHV�DQ�RYHUO\�
VWUDLJKWIRUZDUG� DQG� LQÀH[LEOH� SRVLWLRQ� WKDW� FRQFHQWUDWHV� RQ�PLWLJDWLQJ� WKH�
GHVWDELOL]LQJ� H̆HFW� RI� \RXWK�� $&$3� FRXOG� EHQH¿W� JUHDWO\� IURP� WKH� LGHQWLW\�
EDVHG� DSSURDFK� WR� \RXWK� WKDW�81'3� VXJJHVWV� �(EDWD� HW� DO�� ������� ,Q� �����
$&$3� GHFLGHG� WR� ³VWDQGDUGL]H� WKH� RQO\� DVVLVWDQFH� FRPSRQHQW� WKDW� FDQ� EH�
VWDQGDUGL]HG��WKH�NLWV´��$KPDGL�HW�DO�������������7KLV�UHSUHVHQWV�DQ�DSSURDFK�
WR�WKH�SUREOHP�W\SLFDO�RI�86$,'�SURJUDPV��WKH�NLWV�DFW�RQO\�DV�D�EDQG�DLG�IRU�
WKRVH�KXUW�E\�FRQÀLFW��7KH�DVVLVWDQFH�FRQFHQWUDWHV�RQ�PLWLJDWLQJ�WKH�KDUP�RI�
FRQÀLFW��EXW�LQVWHDG�WKH�IXQGLQJ�VKRXOG�EH�YLHZHG�DV�DQ�RSSRUWXQLW\�WR�WUXO\�
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FKDQJH�WKH�OLYHV�RI�WKRVH�JLYHQ�DVVLVWDQFH��$V�81'3�DUJXHV��WKH�EHQH¿FLDULHV�
VKRXOG� EHFRPH� NH\� GHFLVLRQ� PDNHUV� LQ� WKH� SURFHVV� DQG� \RXWK� VKRXOG� EH�
HQFRXUDJHG�WR�EHFRPH�HQWUHSUHQHXUV��(EDWD�HW�DO��������

/DVWO\��$&$3�FRXOG�KHOS�LWV�SHDFHEXLOGLQJ�H̆HFWV�E\�ZRUNLQJ�KROLVWLFDOO\�
RQ�DOO�OHYHOV��,W�KDV�IDLOHG�WR�GR�WKLV�ZLWK�EHQH¿FLDULHV��DQG�LW�KDV�IDLOHG�WR�GR�
WKLV�ZLWK�UHJLRQDO��QDWLRQDO��DQG�LQWHUQDWLRQDO�JURXSV��$FFRUGLQJ�WR�86$,'¶V�
VFDWKLQJ�UHYLHZ�RI�WKHLU�RZQ�SURJUDP�³$&$3�KDV�QHJOHFWHG�WKH�LPSRUWDQFH�RI�
FRPPXQLFDWLRQ�DQG�FRRUGLQDWLRQ�ZLWK�VWDNHKROGHUV´��$KPDGL�HW�DO�������������
$&$3�KDV�JRQH�WKURXJK�PDQ\�SURJUDP�UHYLHZV�SULRU�WR�������EXW�WKH\�KDYH�
EHHQ�EDVHG�RQ�LPSURYHPHQW�RI�SHUIRUPDQFH�DQG�OLPLWLQJ�FRUUXSWLRQ��$KPDGL�
HW�DO�������������+RZHYHU��WKLV�DQDO\VLV�KDV�VXJJHVWHG�WKDW�$&$3¶V�IDLOXUH�VWHPV�
IURP�WKH�PLVPDWFKLQJ�RI� WKH�WKHRULHV� WKDW� LQVSLUH�WKH�SURJUDP��$V�VXFK�WKH�
SURJUDP�ZRXOG�QHHG�WR�EH�FKDQJHG�IURP�LWV�YHU\�FRUH�LQ�RUGHU�WR�PDNH�VXUH�
WKDW� WKH� WKHRULHV� WKDW� LQÀXHQFH� LWV� GHYHORSPHQW� DQG� LPSOHPHQWDWLRQ� DUH� LQ�
KDUPRQ\�

&RQFOXVLRQ
 
0LVPDWFKHG� WKHRULHV� FDQ� KDUP� WKH� H̆HFWLYHQHVV� RI� SHDFHEXLOGLQJ�

SURJUDPV� DQG� $&$3� SURYLGHV� DQ� H[DPSOH� RI� WKLV� LVVXH�� 6SHFL¿FDOO\� WKH�
JRYHUQDQFH�EDVHG� WKHRULHV� RI� WKH� RUJDQL]DWLRQV� LPSOHPHQWLQJ� $&$3� VWLÀHG�
LWV�DELOLW\�WR�EH�DQ�H̆HFWLYH�LGHQWLW\�EDVHG�SURJUDP��:LWK�LWV�GLUHFW�DFFHVV�WR�
FRPPXQLW\�JURXSV�DQG�DW�ULVN�ZRPHQ�DQG�\RXWK��$&$3�LV�LQ�D�SHUIHFW�SRVLWLRQ�
WR�HOHYDWH�WKH�VRFLDO�SRVLWLRQ�RI�ZRPHQ�DQG�\RXWK�DQG�DLG�SHDFH�LQ�WKH�UHJLRQ�

7KH� RUJDQL]DWLRQDO� ¿[DWLRQ� RQ� JRYHUQDQFH� WKDW� WKH� 2̇FH� RI�
7UDQVLWLRQ�,QLWLDWLYHV��27,�� LPSDUWHG�RQ�$&$3�LV�UHÀHFWHG�E\�WKH�UHSHWLWLRQ�
WKURXJKRXW� $&$3¶V� GHYHORSPHQW� RI� WKH� WHUP� ³VWDELOL]DWLRQ�´� 'HVSLWH� VWDWHG�
JRDOV�RI�SURYLGLQJ�UHDO�DVVLVWDQFH�WR�WKRVH�LQ�QHHG��$&$3�KDV�EHHQ�WUHDWHG�DV�D�
VXSSOHPHQW�WR�WKH�JRYHUQDQFH�EDVHG�LGHDO�RI�VWDELOL]DWLRQ�

$W�WKH�RSHUDWLRQDO�OHYHO�$&$3�VKRZV�GLVFRXUDJLQJ�IDLOXUHV�DW�KDQGOLQJ�
JHQGHU�DQG�\RXWK��7KH�VWDQGDUGL]DWLRQ�RI�NLWV�DYDLODEOH�WR�WKRVH�LQ�QHHG�ZLOO�
RQO\�H[DFHUEDWH�WKH�ODFN�RI�WDLORUHG�DVVLVWDQFH�DQG�LQDELOLW\�WR�WUXO\�FKDQJH�WKH�
OLYHV�RI�WKRVH�UHDFKHG�E\�$&$3��7KXV�GRRPLQJ�WKH�SURJUDP�WR�EH�D�JLYHU�RI�
EDQG�DLGV�� WHPSRUDU\�UHOLHI� WR�PLWLJDWH�WKH�SDLQ�RI�FRQÀLFW�DQG�LPSURYH�WKH�
FUHGLELOLW\�RI�WKH�JRYHUQPHQW�

7KLV� SDSHU� KLJKOLJKWV� WKH� ZRUU\LQJ� FRQFHSW� WKDW� SURJUDPV� PD\� EH�
GHYHORSHG� IRU� RQH� WKHRU\� RI� SHDFHEXLOGLQJ� EXW� LPSOHPHQWHG� WKURXJK� WKH�
OHQV� RI� D� GL̆HUHQW� WKHRU\�� ,GHDOO\� WKH� VFKRODUO\� WKHRU\� RI� WKH� GHYHORSHUV� RI�
WKH�SURJUDP�DQG�RUJDQL]DWLRQDO� WKHRU\�RI� WKH� LPSOHPHQWHUV� VKRXOG�ZRUN� LQ�
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XQLVRQ��7KLV�JHQHUDOO\�RFFXUV��DV�RUJDQL]DWLRQV�ZLOO�GHYHORS�SURJUDPV�WKDW�¿W�
LQWR�WKHLU�RUJDQL]DWLRQDO�WKHRU\�DQG�E\�GHIDXOW�EH�LQ�XQLVRQ��+RZHYHU��86$,'�
DQG� LWV�ḊOLDWHV�VX̆HU� IURP�DQ�RGG�SUREOHP��,Q�WKH�FDVH�RI�$&$3�&RQJUHVV�
GHYHORSHG�D�YLVLRQ�DQG�DOORWWHG�IXQGLQJ�IRU�WKH�SURJUDP�XVLQJ�WKHLU�WKHRULHV��
EXW�WKH�JURXSV�LPSOHPHQWLQJ�WKH�SURJUDP�RQ�WKH�EHKDOI�RI�&RQJUHVV�GLG�QRW�
XVH� WKH�VDPH�WKHRULHV�DV�&RQJUHVV�� ,Q�PDQ\�1*2V�� IRU�H[DPSOH�� WKH�SHRSOH�
IXQGLQJ�DQG�FUHDWLQJ�SURJUDPV�WDNH�SDUW�LQ�WKH�VDPH�WKHRU\��EXW�LQ�WKH�FDVH�
RI�&RQJUHVV� DQG�86$,'� WKH� WKHRULHV�PD\�QRW�PDWFK�XS��7KH� UHVXOW� RI� VXFK�
PLVPDWFK�LQ�WKHRU\��DV�HYLGHQFHG�E\�WKH�IDLOXUH�RI�$&$3��FDQ�EH�GLVDVWURXV�

)XUWKHU�UHVHDUFK�LV�QHHGHG�WR�VHH�ZKHWKHU�WKH�SUREOHP�RI�WKHRUHWLFDO�
PLVPDWFK� DOVR� QHJDWLYHO\� D̆HFWV� RWKHU� 86$,'� SURJUDPV�� DV� ZHOO� DV� WKH�
SURJUDPV�RI�DLG�DJHQFLHV�UXQ�E\�RWKHU�JRYHUQPHQWV��,Q�DGGLWLRQ��LW�LV�SRVVLEOH�
WKDW� WKLV� SUREOHP� FRXOG� D̆HFW� 1*2V� DV� ZHOO� LI� GRQRUV� RU� ERDUG� PHPEHUV�
RSHUDWH� XVLQJ�GL̆HUHQW� WKHRULHV� WKDQ� WKH� RUJDQL]DWLRQ� DV� D�ZKROH�� RU� LI� RQH�
1*2�GHYHORSV�DQG�IXQGV�D�SURJUDP�WKDW�LV�VHW�WR�EH�LPSOHPHQWHG�E\�DQRWKHU�
1*2��7KLV�SDSHU�KDV�RQO\�KLJKOLJKWHG�WKH�LVVXH�DV�D�SRWHQWLDO�SUREOHP�DQG�VHW�
RXW�DQ�LQLWLDO�DQDO\VLV�IRU�WKH�PHFKDQLVPV�RI�WKH�SUREOHP��EXW�IXUWKHU�UHVHDUFK�
LV�UHTXLUHG�WR�VHH�KRZ�ZLGHVSUHDG�WKH�LVVXH�WUXO\�LV���Ɉ
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DQG� WKH�*OREDO�:DU� RQ� 7HUURU�´� -RXUQDO� RI� (DVWHUQ�$IULFDQ� 6WXGLHV� ��� �� �1RYHPEHU�

���������������

:DONHU��$QGUHZ��������³:KDW�LV�%RNR�+DUDP"´�6SHFLDO�5HSRUW��8�6��,QVWLWXWH�RI�3HDFH�ZZZ�XVLS�

RUJ�SXEOLFDWLRQV�ZKDW�ERNR�KDUDP��

:HEHU��0D[��³3ROLWLFV�DV�D�9RFDWLRQ�´�,Q�(VVD\V�LQ�6RFLRORJ\��HGLWHG�E\�+�+��*DUWK�DQG�&��:ULJKW�

0LOOV���������1HZ�<RUN��0DFPLOOLDQ�������

:ROYHUVRQ��5R\D��������³%HOWZD\�%DQGLWV�´�1HZVZHHN��'HF�����KWWS���VHDUFK�SURTXHVW�FRP�GRFY

LHZ����������"DFFRXQWLG �����
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INTENT TO HARM:  FACTORS INFLUENCING 
TARGET SELECTION BY AFRICAN ISLAMIST 

MILITANT GROUPS

$GDP�&RRN

$EVWUDFW

7KH� ULVH� RI� ,VODPLVW� PLOLWDQW� JURXSV� DQG� WKHLU� SURSHQVLW\�
WRZDUGV� YLROHQFH� KDV� SHUSOH[HG� UHVHDUFKHUV� DQG� SROLF\�PDNHUV� DQG�
OHDG�WR�GHEDWH�DERXW�KRZ�WR�KDQGOH�WKLV�HYROYLQJ�DV\PPHWULF�WKUHDW�� �
+RZHYHU�WKH�JHQHUDO�IRFXV�RI�SDVW�UHVHDUFK�KDV�EHHQ�RQ�JURXSV�LQ�WKH�
0LGGOH�(DVWHU�DQG�&HQWUDO�$VLD��RYHUORRNLQJ�$IULFDQ�,VODPLVW�H[WUHPLVW�
JURXSV��ZKLFK�KDYH�DWWDFNHG�ERWK�ORFDO�DQG�LQWHUQDWLRQDO�WDUJHWV���7KLV�
FDVH�VWXG\�H[DPLQHV�RQH�SRVVLEOH�H[SODQDWLRQ�IRU�WKHVH�JURXSV¶�WDUJHW�
VHOHFWLRQ�� 7KH� DQDO\VLV� LQGLFDWHV� WKDW� JRYHUQPHQW� UHVSRQVHV� SOD\� D�
ODUJH�UROH�LQ�GHWHUPLQLQJ�WKH�LQWHUQDWLRQDOL]DWLRQ�RI�WDUJHWV�E\�$IULFDQ�
,VODPLVW� H[WUHPLVW� JURXSV�� � 7KLV� LPSRUWDQW� ¿QGLQJ� FKDOOHQJHV� WKH�
VWDQGDUG� UHVSRQVH�RI�XVLQJ�DYDLODEOH� VHFXULW\� IRUFHV� WRZDUG� ,VODPLVW�
PLOLWDQW�JURXSV�ZLWKRXW�D�FKDQQHO�RI�GLDORJXH��,Q�DGGLWLRQ��WKLV�SDSHU�
DVVHVVHV� WR�ZKDW� GHJUHH� DQ� LQWHUQDWLRQDO� SUHVHQFH� LQ� FDVH� FRXQWULHV�
LQÀXHQFHV� WKH� LQWHUQDWLRQDOL]DWLRQ� RI� YLROHQFH� DQG� UHH[DPLQHV� KRZ�
FHUWDLQ�SRSXODWLRQV�SHUFHLYH�IRUHLJQ�LQÀXHQFHV�

Introduction

2QH�6XQGD\�LQ�������D�JURXS�RI�1LJHULDQ�SROLWLFDO�OHDGHUV�ZHUH�JDWKHUHG�
RXWVLGH�D�SURYLQFLDO�ṘFLDO¶V�KRPH��6XGGHQO\��JXQVKRWV�ZHUH�KHDUG��0LOLWDQWV��
ZKR� ZHUH� VXVSHFWHG� %RNR� +DUDP� PHPEHUV�� ZHUH� WDUJHWLQJ� D� SURPLQHQW�
PHPEHU� DPRQJ� WKH� DVVHPEOHG� JURXS�� :KLOH� WKH� ṘFLDO� ZDV� QRW� LQMXUHG��
RQH�SHUVRQ�GLHG�LQ�WKH�DWWDFN��/DWHU�WKDW�QLJKW�DQG�DFURVV�WKH�FRQWLQHQW��WZR�
.HQ\DQ�SROLFH�ṘFHUV�ZHUH�LQMXUHG�ZKHQ�6RPDOLD�EDVHG�$O�6KDEDDE�PLOLWDQWV�

$'$0�&22.�LV�D�VWXGHQW�RI�,QWHUQDWLRQDO�5HODWLRQV�VSHFLDOL]LQJ�LQ�8�6��)RUHLJQ�3ROLF\�
DQG�1DWLRQDO�6HFXULW\�
6FKRRO�RI�,QWHUQDWLRQDO�6WXGLHV��6,6���$PHULFDQ�8QLYHUVLW\
(PDLO��DF����D#VWXGHQW�DPHULFDQ�HGX

&ORFNV�	�&ORXGV��-RXUQDO�RI�1DWLRQDO�DQG�*OREDO�$̆DLUV��������������������
�KWWS���ZZZ�DPHULFDQ�HGX�FORFNVDQGFORXGV�!�
+%3�3XEOLVKLQJ��KWWS��ZZZ�KES�FRP�!
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PRXQWHG�DQ�DVVDXOW�RQ�D�SROLFH�SRVW�
,W� LV� QRW� XQFRPPRQ� WR� KHDU� RI� WKH� DWWDFNV�� FRXSV�� UHEHOOLRQV��

FRUUXSWLRQ�� DQG� H[WUHPHO\� YLROHQW� WDFWLFV� WKDW� SRFNPDUN� WKH� SROLWLFDO�
ODQGVFDSH�RI�$IULFD��7KH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV��&)5��FXUUHQWO\�WUDFNV�
���FRQÀLFWV�WKURXJKRXW�WKH�FRQWLQHQW�ZKLFK�DUH�HLWKHU�DFWLYHO\�YLROHQW�RU�ODWHQW�
EXW�XQUHVROYHG�� H[FOXGLQJ� WKH�$UDE�6SULQJ� �³$IULFD¶V�&RQÀLFW�=RQHV�´�&)5���
+RZHYHU��WKH�WDUJHWV�VHOHFWHG�IRU�WKH�DWWDFNV�RQ�0DUFK����������DUH�QRWHZRUWK\�
IRU�WZR�UHDVRQ��WKH�W\SH�RI�JURXS�ZKR�FRPPLWWHG�WKH�DWWDFN�DQG�ZKHUH�WKRVH�
JURXSV�ZHUH�EDVHG���

'L̆HUHQFHV� DPRQJ� FRQÀLFWV� LQ� $IULFD� DUH� PDQ\�� +RZHYHU�� WKH� IDFW�
WKDW�WKH�JURXSV�LQYROYHG�ZHUH�,VODPLVW�PLOLWDQW�JURXSV�DQG�RQH�RI�WKH�DWWDFNV�
ZDV�LQWHUQDWLRQDO�YDOLGDWHV�WKH�FRQFHUQ�WKDW�QXPHURXV�VWDWH�DFWRUV�ZRUOGZLGH�
KDYH� LQ� UHJDUGV� WR� UHJLRQDO� DQG� LQWHUQDWLRQDO� VHFXULW\�� )RU� H[DPSOH�� LQ� D�
UHJXODU�XSGDWH�RI�ZRUOGZLGH�WKUHDWV�DJDLQVW�$PHULFDQV��WKH�8�6��'HSDUWPHQW�
RI�6WDWH�QRWHG�WKUHH�JURXSV�LQ�WKH�VHFWLRQ�DERXW�$IULFD��DOO�,VODPLVW�LQ�QDWXUH�
�³:RUOGZLGH�&DXWLRQ�´�8�6��'HSDUWPHQW�RI�6WDWH���6RPH�JURXSV�DUH�DFFXVHG�RI�
VSUHDGLQJ�WKHLU�GHVWDELOL]LQJ�LQÀXHQFH�WR�RWKHU�SDUWV�RI�WKH�FRQWLQHQW�DQG�WKH�
ZRUOG��5XELQ��������:KLOH�WKHUH�KDV�EHHQ�SDVW�OLWHUDWXUH�IRFXVLQJ�RQ�WHUURULVW�
JURXSV�� LQVXUJHQF\��DQG�FRXQWHU�LQVXUJHQF\��&2,1�� LQ�$IULFD�� WKHUH�KDV�QRW�
EHHQ� D� IRFXVHG� DWWHPSW� WR� H[DPLQH� WKH� WDUJHW� VHOHFWLRQ� GHFLVLRQ�PDNLQJ�
SURFHVV�E\�WKHVH�JURXSV�DQG�ZKDW�IDFWRUV�LPSDFW�VDLG�GHFLVLRQV��

7KXV�� WKLV� VWXG\� IRFXVHV� RQ� WKH� $IULFDQ� ,VODPLVW� PLOLWDQW� JURXSV�
WKDW�KDYH�FRPPLWWHG�YLROHQW�DFWLRQV�EXW�KDYH�GLYHUVH�PHWKRGV�DQG�DUHDV�RI�
RSHUDWLRQ��7KHVH�DUH�GLVWLQFW�IURP�PRUH�JHQHUDO�,VODPLVW�JURXSV��ZKLFK�KDYH�D�
SROLWLFDO�JRDO�EXW�ZKLFK�DUH�QRW�GH¿QHG�E\�YLROHQFH��$IULFDQ�,VODPLVW�PLOLWDQW�
JURXSV��RQ�WKH�RWKHU�KDQG��DFWLYHO\�XVH�YLROHQFH�WR�DFKLHYH�WKHLU�DLPV��:KDW�
IDFWRUV�PRWLYDWH�D�JURXS�WR�UHPDLQ�YLROHQW�LQ�WKH�FRXQWU\�ZKHUH�LW�ZDV�IRXQGHG�
YHUVXV�H[SDQGLQJ�LQWR�LQWHUQDWLRQDO�RSHUDWLRQV"�7KLV�VWXG\�¿UVW�SURSRVHV�WKDW�
LQLWLDO�JRYHUQPHQW�DFWLRQV�DQG�WKH�UHOHYDQFH�RI�IRUHLJQ�LQÀXHQFHV�LQ�D�FRXQWU\�
KDYH� DQ� LPSDFW� RQ� WKH� WDUJHW� VHOHFWLRQ� RI� YLROHQW� ,VODPLVW� RUJDQL]DWLRQV� LQ�
$IULFD��6HFRQG��WKLV�VWXG\�ZLOO�FODLP�WKDW�WKLV�H̆HFW�LV�GXH�WR�WKH�XQLTXH�KLVWRU\�
RI�RFFXSDWLRQ�DQG�IRUHLJQ�UHODWLRQV�RQ�WKH�FRQWLQHQW�

7R� DFKLHYH� D� TXDOLWDWLYH� DQDO\VLV�� WKH� WKHRU\� VHFWLRQ� ZLOO� WUDFH� WKH�
IRXQGDWLRQDO�WKHRULHV�RI�FRORQLDOLVP��JURXS�LGHQWLW\��DQG�LQVXUJHQF\�WR�FUHDWH�
D�OHQV�WKURXJK�ZKLFK�WKH��PRWLYDWLRQV�RI�YLROHQW�$IULFDQ�,VODPLVW�JURXSV�FDQ�
EH�H[DPLQHG��7KH�WKHRU\�LV�H[SDQGHG�RQ�LQ�WKH�WKHRUHWLFDO�OLWHUDWXUH�VHFWLRQ�
DQG� LV� XVHG� WR� FRQWH[WXDOL]H� WKH� DQDO\VLV� RI� WKH� FDVHV� FKRVHQ�� )LQDOO\�� WKH�
SDSHU�H[DPLQHV�WKH�PHULWV�DQG�YLDELOLW\�RI�WKH�K\SRWKHVLV�DQG�FRQFOXGHV�ZLWK�
D�GLVFXVVLRQ�RI�FRXQWHU�DUJXPHQWV��DYHQXHV� IRU� IXUWKHU�UHVHDUFK��DQG�SROLF\�
LPSOLFDWLRQV�
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/LWHUDWXUH�5HYLHZ

,Q�RUGHU�WR�SURYLGH�FRQWH[WXDO�DQDO\VLV�DSSOLFDEOH�WR�$IULFDQ�,VODPLF�
PLOLWDQW�JURXSV��WKLV�SDSHU�ZLOO�DVVHVV�WKUHH�GLVWLQFW�VFKRROV�RI�WKRXJKW��)LUVW��
FRORQLDOLVW� VWXGLHV� SURYLGH� LQVLJKW� LQWR� $IULFD¶V� LQWHUQDO� VWUXFWXUH�� � 6HFRQG��
6RFLDO�,GHQWLW\�7KHRU\�SOD\V�DQ�LPSRUWDQW�UROH�LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVV��
)LQDOO\��,QVXUJHQF\�7HUURULVP�OLWHUDWXUH�SURYLGHV�D�PRGHUQ�ORRN�DW�YLROHQFH�
DV�D�WRRO�DQG�WKH�SV\FKRORJLFDO�IDFWRUV�WKDW�D̆HFW�WKH�SHUFHSWLRQ�RI�YLROHQFH��

,Q� ������ ERWK� 1LJHULD� DQG� 6RPDOLD� JDLQHG� LQGHSHQGHQFH� IURP�
*UHDW�%ULWDLQ��:LWKLQ� D� GHFDGH�� ERWK� FRXQWULHV� H[SHULHQFHG� YLROHQW�PLOLWDU\�
RYHUWKURZV�RI�WKHLU�LQLWLDO�JRYHUQPHQWV��³:RUOG�)DFWERRN�´�&,$���7KH�LQWHQVLW\�
RI� YLROHQFH� VR� VRRQ� DIWHU� LQGHSHQGHQFH� SURGXFHG� D� ZHOO�GRFXPHQWHG� ¿HOG�
RI� VWXG\�� FRORQLDOLVP�DQG� LWV� H̆HFWV� RQ�$IULFD��9LFWRU�$]DU\D�QRWHV� WKDW� WKH�
HWKQLF�FRQ¿JXUDWLRQV�WKDW�ZHUH�LQ�SODFH�XSRQ�LQGHSHQGHQFH�IRU�PDQ\�$IULFDQ�
QDWLRQV�ZHUH�FU\VWDOOL]HG�DV�JURXSV�VWUXJJOHG� WR�JDLQ�SRZHU��2IWHQ�� WKH�QHZ�
$IULFDQ� QDWLRQV� ODFNHG� WKH� DELOLW\� WR� SURYLGH� SURPLVHG� UHVRXUFHV� DQG�PHHW�
H[SHFWDWLRQV� UHVXOWLQJ� LQ� OHDGHUV� UHVWULFWLQJ� DFFHVV� LQ� ZKDW� 5LFKDUG� -RVHSK�
FDOOHG� ³HWKQRFOLHQWLVP�´�1LJHULD� LV� D�PRGHO�RI� WKLV�SUREOHP��DV� LWV� H̆RUWV� WR�
OLPLW� HWKQLF�GRPLQDQFH�RQO\�KLJKOLJKWHG� WKH� UHJLRQDO�GL̆HUHQFHV�ZLWKLQ� WKH�
VWDWH��$]DU\D��������������

&RORQLDOLVP�DOVR�EURXJKW�DERXW�DEUXSW�FKDQJHV�WR�WKH�FRQFHSW�RI�ZKDW�
ZDV�YDOXDEOH���,Q�6RPDOLD��FRORQLDO�UXOH�HQDEOHG�DQ�HOLWH�WR�HQJDJH�LQ�SUDFWLFHV�
WKDW�ZHUH�¿QDQFLDOO\�IUXLWIXO�EXW�HQYLURQPHQWDOO\�GHVWUXFWLYH��:HEHUVLN�������
����������*RYHUQPHQWDO�DQG�VRFLHWDO�FKDQJHV�D̆HFWHG�DQG�FRQWLQXH�WR�D̆HFW�
WKH�YHU\�QDWXUH�RI�KRZ�$IULFD�DQG� LWV� VRFLDO� JURXSV� LQWHUDFW�DV�ZHOO� DV�ZKDW�
WKHVH�JURXSV�SXUVXH�LQ�RUGHU�WR�VXUYLYH���

&RORQLDOLVP¶V�ODVWLQJ�LPSDFW�LV�WKH�VRFLDO�WHQVLRQV�LW�EURXJKW�DERXW��,Q�
D�SKUDVH��FRORQLDOLVP�GLVUXSWHG�$IULFDQ�QRWLRQV�RI�LGHQWLW\��,GRZX�����������
������,Q�WKH�H\HV�RI�H[WUHPLVW�JURXSV��QRWDEO\�WKRVH�WKDW�RSHUDWH�LQ�DUHDV�RI�ZHDN�
JRYHUQDQFH��WKHVH�JURXSV�YLHZ�WKH�JRYHUQPHQW�DV�PHUHO\�SXSSHWV�RI�WKH�JUHDW�
SRZHUV��:KHQ�WKH�JURXS�LV�RSHUDWLQJ�LQ�D�FRXQWU\�ZLWK�D�UHODWLYHO\�VWDEOH�DQG�
FHQWUDO�JRYHUQPHQW��WKH�YLHZSRLQW�DQG�IRFXV�RI�WKH�H[WUHPLVW�JURXS�LV�FHQWHUHG�
WKHUH��QRW�RQ� IRUHLJQ�SRZHUV�� ,I�SROLWLFDO� ,VODP� LV� D� UHDFWLRQ� WR� WKH�:HVWHUQ�
ZRUOG¶V� LQÀXHQFH� HQFURDFKLQJ� RQ� WKH� 0XVOLP� ZRUOG�� WKHQ� XQGHUVWDQGLQJ�
FRORQLDOLVP�WKURXJK�WKH�H\HV�RI�WKRVH�RSSUHVVHG�LV�NH\�WR�TXDOLI\LQJ�ZK\�VRPH�
PHPEHUV�RI�PLOLWDQW�JURXSV�DUH�ZLOOLQJ�WR�WDNH�UDGLFDO�VWHSV�WR�H[SHO�WKRVH�ZKR�
UHSUHVHQW�D�VW\OH�RI�JRYHUQPHQW�IDYRUHG�E\�WKH�:HVW�DQG�RWKHU�PHPEHUV�DUH�
QRW��6WLWK��������������

7KDW�KLVWRU\�LV�D�FRPSRQHQW�SDUW�RI�WKH�PRVW�LPSRUWDQW�IDFHW�RI�JURXS�
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GHFLVLRQ�PDNLQJ���KRZ�WKH�JURXS�LGHQWL¿HV�LWVHOI���,GHQWLW\�LV�KRWO\�GHEDWHG�DQG�
WKHUH�LV�D�ZHDOWK�RI�WKHRU\�DQG�DFDGHPLF�OLWHUDWXUH�RQ�WKH�WRSLF���7KH�¿HOG�LV�
WRR�ULFK�ZLWK�PDWHULDO�WR�EH�DEOH�WR�FRYHU�WKH�UROH�RI�LGHQWLW\�LQ�JURXS�GHFLVLRQ�
PDNLQJ�SURFHVVHV�LQ�LWV�HQWLUHW\��DW�OHDVW�LQ�WKLV�VWXG\��'HVSLWH�WKLV�OLPLWDWLRQ��
RQH� VWUDQG� RI� LGHQWLW\� OLWHUDWXUH� FDQ� KHOS� SURYLGH� D� WKHRUHWLFDO� EDFNERQH�
IRU� WKH� VWXG\�RI�$IULFDQ� ,VODPLF� H[WUHPLVP�� �3URIHVVRU�&HOLD�&RRN�+X̆PDQ�
QRWHV�LQ�WKH�+DQGERRN�RI�&RQÀLFW�$QDO\VLV�DQG�5HVROXWLRQ�WKDW�LQ�FRPPXQDO�
FRQÀLFW��VLWXDWLRQDO�IDFWRUV�WKDW�FDXVH�XQFHUWDLQW\�DUH�OLNHO\�WR�DJJUDYDWH�DQG�
KDUGHQ�JURXS�LGHQWLW\�FRKHVLRQ��7KLV�XQFHUWDLQW\�OHDGV�WKH�JURXSV�WR�TXHVWLRQ�
WKH�OHJLWLPDF\�RI�WKH�SUHYDLOLQJ�LQVWLWXWLRQV�DQG�LV�OLNHO\�WR�HQFRXUDJH�YLROHQW�
DFWLRQV��&RRN�+X̆PDQ��������������

.D\D� H[SDQGV� RQ� WKLV� SRLQW�� QRWLQJ� WKDW�ZKHQ� WDONLQJ� DERXW�$IULFD��
FROOHFWLYH�LGHQWLWLHV�DUH�RIWHQ�OLQNHG�WR�³FRQFUHWH�LQWHUHVWV�´�VXFK�DV�IRRGVWX̆V�
RU� RWKHU� UHVRXUFHV�� $GGLWLRQDOO\�� KH� DUJXHV� WKDW� WKLV� JURXS� VXSSRUW� LV� D�
³EORZEDFN´� UHDFWLRQ� WR� JOREDOL]DWLRQ�� � $V� QHZ� YXOQHUDELOLWLHV� DQG� HFRQRPLF�
GHSHQGHQFH� OHVVHQ� SHRSOH¶V� DELOLW\� WR� FRQWURO� WKHLU� ¿QDQFLDO� VXUYLYDO�� JURXS�
H[WUHPLVP�DQG�HPSKDVLV�RQ�WUDGLWLRQ�ZLOO� LQFUHDVH��.D\D������������)URP�D�
5HDOLVW�SHUVSHFWLYH�� WKLV� LV� VXSSRUWHG�E\�GLVFXVVLRQ�RI� WKH� VHFXULW\�GLOHPPD�
IRU�QHZ�PLOLWDQW�JURXSV���,I�D�JURXS�LV�QHZO\�IRUPHG��WKHQ�WKH�PDLQ�EDVLV�IRU�
GHWHUPLQLQJ�R̆HQVLYH�RU�GHIHQVLYH�FDSDELOLWLHV�DQG�LQWHQWLRQV�ZLOO�EH�KLVWRU\��
)DQDWLFDO�VPDOO�JURXSV�DUH�PRUH�OLNHO\�WR�LQLWLDWH�FRQÀLFW�ZKHQ�IDFLQJ�D�ODUJHU�
HQHP\�WKH�PRUH�GLVVLPLODU�LW�LV�IURP�VDLG�JURXS���3RVHQ�������������

/LNH�LGHQWLW\��WKH�VWXG\�RI�LQVXUJHQF\�LV�D�YDVW�¿HOG��8QOLNH�FRORQLDOLVP�
DQG�LGHQWLW\�WKHRU\�KRZHYHU��ZKLFK�VHHN�WR�DGGUHVVHV�WKH�LQWHUQDO�QDWXUH�RI�D�
JURXS��LQVXUJHQF\�WKHRU\�LV�XVHIXO�LQ�H[DPLQLQJ�DQ�H[WUHPLVW�JURXS¶V�UHODWLRQV�
WR�RXWVLGH�XQLWV��,W�LV�SDUWLFXODUO\�XVHIXO�LQ�H[DPLQLQJ�KRZ�WKRVH�UHODWLRQV�FDQ�
FKDQJH�WKH�QDWXUH�RI�WKH�JURXS��3RSXODWLRQV�WHQG�WR�IROORZ�PRUH�WKDQ�RQH�ORJLF�
SDWKZD\�ZKHQ�GHFLGLQJ�WR�VXSSRUW�LQVXUJHQW�WDFWLFV��7KHUH�LV�ERWK�DQ�DFWLYH�
ZHLJKLQJ�RI�FRVW�YHUVXV�EHQH¿W�DQG�DOVR�D�³KHDUWV�DQG�PLQGV´�FRPSRQHQW�WKDW�
LPSOLHV�DQ�DOWHUQDWLYH� WR� LQH[SHULHQFHG�RU�FRUUXSW�JRYHUQPHQWV��7KH�SHRSOH�
ZKR�VXSSRUW�WKHVH�WDFWLFV��HLWKHU�LPSOLFLWO\�RU�H[SOLFLWO\��KRSH�WKDW�WKH�JURXSV�
SHUSHWUDWLQJ�WKHP�ZLOO�PDNH�WKHLU�OLYHV�EHWWHU��/RQJ�������5$1'�&RUSRUDWLRQ��
�������

6HYHUDO� K\SRWKHVHV� KDYH� EHHQ� SURSRVHG� WR� H[SODLQ� WKLV� FRPPRQ�
D̈LFWLRQ� LQ� $IULFD�� 7KHVH� LQFOXGH� ZHDN� JRYHUQPHQWV�� GHSHQGHQFH� RQ� RLO�
H[SRUWV��H[SORLWDWLRQ�RI�QDWXUDO�UHVRXUFHV��VHSDUDWLRQ�IURP�FHQWHUV�RI�SRZHU��
DQG� ODUJH� SRSXODWLRQV�� DOO� RI�ZKLFK� DUH� NQRZQ� WR� LQFUHDVH� WKH� OLNHOLKRRG� RI�
LQVXUJHQW�DFWLYLW\��)HDURQ�	�/DLWHQ���������������)XUWKHUPRUH��DQ�DEXQGDQFH�
RI�QDWXUDO�UHVRXUFHV��DOVR�NQRZQ�DV�WKH�³UHVRXUFH�FXUVH�´�KDV�EHHQ�VKRZQ�WR�
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LQFUHDVH� WKH� OLNHOLKRRG� RI� LQVXUJHQF\�� (YLGHQFHG� E\� FRORQLDO� H[SORLWDWLRQ��
$IULFD�LV�QRW�ODFNLQJ�IRU�NH\�QDWXUDO�UHVRXUFHV��3HQGHUJDVW�HW�DO������������������

$GGLWLRQDOO\�� VRPH�VFKRODUV�EHOLHYH�YLROHQW� LQVXUJHQW�JURXSV�ZLOO�EH�
PRUH� DFWLYH� LQ� QDWLRQV� WKDW� IDFH�PXOWLSOH� H[WHUQDO� WKUHDWV� �$OR]LHXZD�������
��������+RZHYHU��WKLV�DFWLYLW\�YDULHV�DFFRUGLQJ�WR�WKH�OHYHO�RI�SRSXODU�VXSSRUW�
UHFHLYHG�DQG�WKH�JURXS¶V�WLHV�WR�ORFDO�VRFLHW\��HYHQ�ZKHQ�WKH�LQVXUJHQW�JURXSV�
VKDUH�VLPLODU�UHOLJLRXV�EHOLHIV��)XUWKHUPRUH��³HPRWLRQDOO\�FRPSHOOLQJ´�HYHQWV��
FDQ�SV\FKRORJLFDOO\�D̆HFW�WKH�GHFLVLRQ�PDNLQJ�SURFHVV�RI�WKH�JURXS¶V�OHDGHUV��
LQÀXHQFLQJ�LQFUHDVLQJ�YLROHQW�LQQRYDWLRQ�LQ�LQVXUJHQW�WDFWLFV��&UHQVKDZ�������
���������

:KLOH� LQ� WKH� SRSXODU� SHUFHSWLRQ� LQVXUJHQFLHV� DUH� GLVWLQFW� IURP�
WHUURULVP��DQ�LQVXUJHQF\�SDUDGLJP�LV�SHUKDSV�PRUH�XVHIXO�LQ�XQGHUVWDQGLQJ�
WKH� DFWLRQV� RI� WKHVH� PLOLWDQW� JURXSV�� � ³8QGHU� WKLV� >WHUURULVP@� SDUDGLJP«
WHUURULVWV�DUH�VHHQ�DV�XQUHSUHVHQWDWLYH��SDUWO\�WR�GLVFRXUDJH�HPXODWLRQ«8QGHU�
WKLV�>LQVXUJHQF\@�DSSURDFK��LQVXUJHQWV�DUH�UHJDUGHG�DV�UHSUHVHQWDWLYH�RI�GHHSHU�
LVVXHV� RU� JULHYDQFHV� ZLWKLQ� VRFLHW\´� �.LOFXOOHQ� ������ ������ 2UJDQL]DWLRQV�
FRPPRQO\�ODEHOHG�DV�³WHUURULVWV�´�PRVW�QRWDEO\�$O�4DHGD�DQG�LWV�ḊOLDWHV��WDNH�
ORFDO�JULHYDQFHV�DQG�FKDQJH�WKH�SHUFHSWLRQ�RI�WKHLU�RULJLQV�WR�MXVWLI\�D�JOREDO�
MLKDG�DLPHG�DW�HPSRZHULQJ�WKH�HQWLUH�0XVOLP�ZRUOG��

9LROHQW�,VODPLVW�JURXSV�XVH� WHUURULVW�DFWLRQV� WR� IRUFH�FKDQJH� LQ�KRVW�
JRYHUQPHQWV� RU� RFFXS\LQJ� QDWLRQV� YLV�j�YLV� WKH� DFWLRQV� RI� RWKHU� JURXSV��
ZKHWKHU�IRUPDOO\�DOLJQHG�WRJHWKHU�RU�QRW��.LOFXOOHQ�����������������7KLV�YLHZ�
RI�LQVXUJHQF\�LV�UHÀHFWLYH�RI�WKH�HQYLURQPHQWV�LQ�ZKLFK�WKHVH�YLROHQW�JURXSV�
RSHUDWH��$V\PPHWULF�JURXSV�ODFN�WKH�GHQLDO�RI�SRZHU�WDFWLF�DYDLODEOH�WR�VWDWHV�
ZKLFK�DUH�VWURQJ�PLOLWDULO\��,QVWHDG��DV\PPHWULF�JURXSV�PXVW�UHO\�RQ�WDFWLFV�
DLPHG�DW�LQIXVLQJ�IHDU�RI�IXWXUH�SXQLVKPHQW�LQWR�WKH�PHQWDOLW\�RI�WKH�VWDWH�RU�
JRYHUQPHQWDO�IRUFH�WKH\�DUH�RSSRVLQJ��3DSH����������������

Methodology

,I�WKH�WKHRUHWLFDO�OLWHUDWXUH�LV�WR�VHUYH�D�SXUSRVH��LW�PXVW�FRPSOHPHQW�
WKH� UHDOLWLHV� ³RQ� WKH� JURXQG�´� )LUVW�� FRORQLDOLVP� KDV� OHIW� ERWK� YLVLEOH� DQG�
LQYLVLEOH�VFDUV�RQ�$IULFD¶V�VRFLHWLHV�DQG�SHRSOH��6HFRQG��,VODP�KDV�D�ORQJ�DQG�
VWRULHG�KLVWRU\�LQ�$IULFD�VWUHWFKLQJ�EDFN�LQWR�DQWLTXLW\��7KLUG��WKHUH�DUH�PDQ\�
LVVXHV�WKDW�SHUVLVW�WKURXJKRXW�WKH�FRQWLQHQW�ZKLFK�FUHDWH�SRYHUW\�DQG�LQHTXLW\�
DQG� OLPLW� SURVSHFWV� IRU� HFRQRPLF� JURZWK� DQG�GHYHORSPHQW�� � 7KHVH� UHDOLWLHV�
LOOXPLQDWH�WZR�SHUVLVWHQW�IDFWRUV��QDWLRQDO�JRYHUQDQFH�DQG�IRUHLJQ�LQÀXHQFH���

+LVWRULFDOO\��IRUHLJQ�LQÀXHQFH��LQFOXGLQJ�ERWK�WKH�DUULYDO�RI�,VODP�DQG�
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WKH�ODWHU�(XURSHDQ�FRORQL]DWLRQ�H̆RUWV��KDV�KDG�D�JUHDW�H̆HFW�RQ�WKH�SRYHUW\�
DQG�UHOLJLRVLW\�RI�$IULFDQ�SRSXODWLRQV��$IULFDQ�,VODPLVW�H[WUHPLVW�JURXSV�H[SORLW�
WKHVH�LQÀXHQFHV�WKURXJK�DGYRFDWLQJ�IRU�ZRUOGZLGH�UHOLJLRQ��7KXV��JRYHUQPHQW�
DFWLRQV�DQG� IRUHLJQ� LQÀXHQFH�DUH�SRVVLEOH�YDULDEOHV� WKDW�GHWHUPLQH�ZKHWKHU�
,VODPLF�H[WUHPLVWV�FKRRVH�WR�UHPDLQ�LQWUD�VWDWH�RU�EHFRPH�LQWHU�VWDWH�HQWLWLHV"��

7KLV�VWXG\�VHHNV�WR�HYDOXDWH�WKHVH�WZR�IDFWRUV�DQG�WKH�H[WHQW�WR�ZKLFK�
WKH\�GHWHUPLQH�DQ�LQVXUJHQW�RUJDQL]DWLRQ¶V�GHFLVLRQ�WR�LQWHUQDWLRQDOL]H��7KLV�
VWXG\�ZLOO�FRPSDUH�WZR�FDVHV�RI�YLROHQW�,VODPLVW�RUJDQL]DWLRQV�LQ�$IULFD��7KH�
DQDO\VLV�RI�HDFK�RUJDQL]DWLRQ�ZLOO�H[SORUH�WKH�KLVWRU\�DQG�FRQWH[W�VXUURXQGLQJ�
WKH� IRUPDWLRQ� RI� WKH� JURXS�� WKH� JURXSV¶� LQLWLDO� DFWLRQV�� WKHLU� LQLWLDO� YLROHQW�
DFWLRQV��DQG�WKHLU�FXUUHQW�YLROHQW�RSHUDWLRQV�

7KLV� VWXG\� DLPV� WR�EULQJ�PHDQLQJ� WR� WKH� YLROHQW� DFWLRQV� FRPPLWWHG�
E\�LQVXUJHQW�RUJDQL]DWLRQV�WKURXJK�DQ�HPSKDVLV�RQ�WKHLU�FRQWH[W��4XDOLWDWLYH�
FRQWH[W�ZLOO�HQKDQFH�WKH�YLVLELOLW\�RI� IRUHLJQ� LQÀXHQFH�RQ�VHOHFW�QDWLRQV�DQG�
WKH� JURXSV� RSHUDWLQJ� ZLWKLQ� WKHLU� ERUGHUV�� HQULFKLQJ� WKH� XQGHUVWDQGLQJ� RI�
JRYHUQPHQW�DFWLRQV�DQG�WKH�UHDVRQLQJ�EHKLQG�WKHP��,Q�ERWK�FDVHV�� WKH�XQLW�
RI�DQDO\VLV� LV�DQ�RUJDQL]DWLRQ�� WKXV� WKH�VWXG\� LV� VLWXDWHG�DW� WKH�VXE�QDWLRQDO�
RUJDQL]DWLRQDO� OHYHO�� &RQWH[WXDO� LQIRUPDWLRQ� UHJDUGLQJ� JRYHUQPHQW� DQG�
LQWHUQDWLRQDO�FRQQHFWLRQV�ZLOO�EH�VXSSOHPHQWHG�ZKHQ�QHFHVVDU\��KRZHYHU��DOO�
RI�WKH� LQIRUPDWLRQ�UHIHUHQFHG�GLUHFWO\� LQÀXHQFHV�WKH�YLROHQW�,VODPLVW�JURXSV�
EHLQJ�DQDO\]HG��*HUULQJ����������������

7KLV� OLWHUDWXUH� KDV� PDQ\� EURDG� DSSOLFDWLRQV�� H[DPLQHG� LQ� JUHDWHU�
GHSWK� LQ� WKH� IROORZLQJ� VHFWLRQV�� 7KHVH� LQFOXGH� LGHQWLI\LQJ� DGGLWLRQDO� &2,1�
WHFKQLTXHV��ZK\�LQVXUJHQFLHV�IRUP��DQG�KRZ�WKHVH�PRYHPHQWV�DUH�VKDSHG�E\�
RXWVLGH�LQÀXHQFHV�� �7KLV�VWXG\�DLPV�WR�HQULFK�WKH�&2,1�GHEDWH�E\�H[SORULQJ�
KRZ� WKH� DQVZHUV� WR� WKRVH� TXHVWLRQV� D̆HFW� DQ� LQVXUJHQW� JURXS¶V� GHFLVLRQ�
PDNLQJ�SURFHVV�� �$UJXDEO\�� WKH�PRVW�YLVLEOH�RI�WKRVH�GHFLVLRQV� LV�WKH�YLROHQW�
DFWLRQV�D�JURXS�FKRRVHV�WR�SXUVXH�DQG�WKLV�OLHV�DW�WKH�FRUH�RI�WKH�VWXG\�

2SHUDWLRQDOL]DWLRQ�
,Q� RUGHU� WR� HQVXUH� WKH� UHOHYDQF\� RI� SRVVLEOH� ¿QGLQJV� WR� FRQGLWLRQV�

IRXQG� WKURXJKRXW� $IULFD�� WKLV� VWXG\� ZLOO� DGRSW� D� QDUURZ� GH¿QLWLRQ� RI� DQ�
$IULFDQ�,VODPLVW�H[WUHPLVW�JURXS��RU�$(,*���7KH�JURXSV�VHOHFWHG�IRU�DQDO\VLV�
PXVW�SRVVHVV�WKH�IROORZLQJ�FKDUDFWHULVWLFV���

���+DYH�D�OHDGHUVKLS�WKDW�LV�EDVHG�SK\VLFDOO\�LQ�$IULFD�

���+DYH�SHUIRUPHG�YLROHQW�DFWV�GLUHFWHG�DJDLQVW�D�SRSXODWLRQ�RWKHU�

WKDQ�WKHLU�SULQFLSDO�PHPEHUVKLS�
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���+DYH�SHUSHWUDWHG�DW�OHDVW�RQH�RI�WKRVH�DWWDFNV�ZLWKLQ�DQ�$IULFDQ�

FRXQWU\�

���+DYH�VHOI�LGHQWL¿HG�DV�DFWLQJ�RQ�EHKDOI�RI�IXQGDPHQWDOLVW�,VODPLF�

GRFWULQH�

7KHVH�FULWHULD�ZLOO�EH�GHWHUPLQHG�WKURXJK�VRXUFH�PDWHULDO�SURYLGHG�E\�
MRXUQDOLVWV��VFKRODUV��WKLQN�WDQNV��DQG�JRYHUQPHQW�RUJDQL]DWLRQV�WKDW�DFWLYHO\�
WUDFN� WKHVH� JURXSV� DQG� DQDO\]H� WKHLU� PDNHXS�� VWDWHPHQWV�� DQG� DFWLRQV�� 7R�
LGHQWLI\�³H[WUHPLVW´�RUJDQL]DWLRQV��WKLV�VWXG\�ZLOO�DGRSW�WKH�GH¿QLWLRQ�XVHG�E\�
WKH�,QWHUQDWLRQDO�,QVWLWXWH�IRU�6WUDWHJLF�6WXGLHV��,,66���µµ([WUHPLVP´�VKRXOG�EH�
UHJDUGHG�DV�D�NLQG�RI�UDGLFDO�QHJDWLRQ�RI�D�VWDWH¶V�SUHYDLOLQJ�VRFLDO�QRUPV�DQG�
UXOHV�E\�LQGLYLGXDOV�RU�JURXSV��%RQGDUHWV��������0LOLWDQW�H[WUHPLVW�JURXSV�DUH�
WKRVH�WKDW�¿W�WKH�SUHFHGLQJ�GH¿QLWLRQ�DQG�XVH�YLROHQFH�WR�DGYDQFH�WKHLU�YLHZV��
7KLV�SDSHU�ZLOO�QRW�XVH�WKH�WHUP�³IXQGDPHQWDOLVW�´�GH¿QHG�DV�FKDUDFWHUL]HG�E\�
VWULFW�LQWHUSUHWDWLRQ�RI�D�UHOLJLRXV�WH[W��DV�D�PDLQ�LGHQWL¿HU�EHFDXVH�QR�JURXS�LV�
VLQJXODUO\�UHOLJLRXV�LQ�WKHLU�LGHQWLW\��

,W� LV� DOVR� LPSRUWDQW� WR� QRWH� ZKDW� WKLV� VWXG\� GRHV� QRW� DLP� WR� GR��
3ULQFLSDOO\�� WKH� VWXG\� ZLOO� QRW� DWWHPSW� WR� ZRUN� WKURXJK� WKH� SUREOHPDWLF�
LVVXHV�DVVRFLDWHG�ZLWK�WKH�EUDQGLQJ�RI�³WHUURULVW�´� ORRN�DW�ZD\V�WR�GLVPDQWOH�
YLROHQW�,VODPLVW�JURXSV��RU�DWWHPSW�WR�DGGUHVV�DQG�PLWLJDWH�UHDO�RU�VXSSRVHG�
JULHYDQFHV�KHOG�E\�VDLG�JURXSV���&DVH�VHOHFWLRQ�LV�VWULFWO\�OLPLWHG�WR�IRFXV�RQ�
WKH�IDFWRUV�LQÀXHQFLQJ�WKH�GHFLVLRQ�WR�LQWHUQDWLRQOL]H�YLROHQFH��)LQDOO\��GXH�WR�
WLPH�FRQVWUDLQWV�DQG�OLPLWHG�UHOHYDQW�OLWHUDWXUH��WKLV�SDSHU�ZLOO�H[FOXGH�³$UDE�
6SULQJ´�RUJDQL]DWLRQV� IURP� LWV�DQDO\VLV��ZKLFK�DOVR�RSHUDWH� LQ� WKH�FXOWXUDOO\�
GLVWLQFW� UHJLRQ�RI�1RUWK�$IULFD� DQG� WKH�0LGGOH�(DVW� �0(1$��DV�RSSRVHG� WR�
VXE�6DKDUDQ�$IULFD��

'DWD�$QDO\VLV

7KH� GDWD� DQDO\VLV� LV� VSOLW� LQWR� WZR� VHFWLRQV�� RQH� IRU� D� ORFDO� ,VODPLF�
JURXS�DQG�RQH� IRU�DQ� LQWHUQDWLRQDOL]HG� ,VODPLF�JURXS��ERWK�RI�ZKLFK�¿W� WKH�
SUHYLRXVO\�VWDWHG�FULWHULD���(DFK�VHFWLRQ�ZLOO�EHJLQ�ZLWK�HYLGHQFH�RI�WKDW�JURXS¶V�
FDVH�FUHGHQWLDOV�DQG�WKHQ�SURFHHG�WR�RXWOLQH�KRZ�ZHOO�WKH�JURXS�¿WV�WKH�IRXU�
FDVH�VHOHFWLRQ�TXDOL¿FDWLRQV�

*URXS�����%RNR�+DUDP��1LJHULD
6HOI�ODEHOHG�DV�-DPDµDWX�$KO�DV�6XQQDK�OL�'D�µDZDWL�ZDO�-LKDG��ZKLFK�

WUDQVODWHV�WR�³3HRSOH�&RPPLWWHG�WR�WKH�3URSDJDWLRQ�RI�WKH�3URSKHW¶V�7HDFKLQJV�
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DQG�-LKDG�´�%RNR�+DUDP�LV�DQ�$IULFDQ�,VODPLF�H[WUHPLVW�JURXS�WKDW�RSHUDWHV�
H[FOXVLYHO\� LQ�1LJHULD��7KHLU�FROORTXLDO�QDPH�FRPHV� IURP� ORFDOV� LQ�QRUWKHUQ�
1LJHULD��WKHLU�UHJLRQ�RI�RULJLQ��DQG�PHDQV�³:HVWHUQ�HGXFDWLRQ�LV�EDQQHG�´�,Q�
DQ�H̆RUW�WR�FUHDWH�JURXS�FRKHVLRQ��WKH�PHPEHUV�RI�%RNR�+DUDP�DUH�XUJHG�WR�
IROORZ�VWULFW�LQWHUSUHWDWLRQV�RI�WKH�4XUDQ�DQG�WKH�JURXS�KDV�IRXQGHG�D�0RVTXH�
ZKHUH�WKHLU�UDGLFDO� LGHDOV�FRXOG�EH�SUHDFKHG�WR�D�ZLGHU�DXGLHQFH��³1LJHULD¶V�
&ULVLV�´�7KH�(FRQRPLVW��

%RNR�+DUDP�KDV�KDG�WZR�NQRZQ�OHDGHUV��ERWK�1LJHULDQ���0XKDPPDG�
<XVXI�� ZKR� ZDV� NLOOHG� E\� 1LJHULDQ� VHFXULW\� IRUFHV�� DQG� QRZ� $EXEDNDU�
6KHNDX��ZKR�ZDV�EHOLHYHG� WR�EH�NLOOHG�EXW�KDV� VLQFH� UH�VXUIDFHG� LQ� ,QWHUQHW�
YLGHRV���&KRWKLD�������%RNR�+DUDP�KDV�HLWKHU�SHUSHWUDWHG�RU�LV�VXVSHFWHG�RI�
SHUSHWUDWLQJ�����LQFLGHQWV�RI�YLROHQFH�LQ�1LJHULD�DW�WKH�WLPH�RI�ZULWLQJ��$WWDFNV�
KDYH�YDULHG�LQ�PHWKRG�DQG�WDUJHW��IURP�SULYDWH�FLWL]HQV�WR�UHOLJLRXV�¿JXUHV�DQG�
SROLFH��³*OREDO�7HUURULVP�'DWDEDVH�´�67$57��

:KLOH� VRPH�¿JXUHV� IURP� WKH�1LJHULDQ� JRYHUQPHQW� FODLP� WKDW�%RNR�
+DUDP� LV� DQ� LQWHUQDWLRQDO� WHUURULVW� RUJDQL]DWLRQ�� WKHUH� LV� QR� FRQFOXVLYH�
HYLGHQFH�WKDW�%RNR�+DUDP�LV�DFWLYHO\�RSHUDWLQJ�LQ�IRUHLJQ�FRXQWULHV��7KHUH�LV�
DW�EHVW�WHQXRXV�HYLGHQFH�FODLPLQJ�WKDW�WKH�JURXS�KDV�FRPPXQLFDWHG�ZLWK�DQG�
HYHQ�UHFUXLWHG�IURP�SHRSOHV�RXWVLGH�RI�1LJHULD��5HJDUGOHVV��%RNR�+DUDP�KDV�
RQO\�SHUSHWUDWHG�YLROHQFH�LQ�1LJHULD�DV�GH¿QHG�E\�WKLV�VWXG\��$Q\�XQSURYHQ�
LQWHUQDWLRQDO� QRQ�YLROHQW� DFWLRQV� DUH� LUUHOHYDQW� WR� WKLV� VWXG\¶V� DQDO\VLV� RI�
IDFWRUV� D̆HFWLQJ� YLROHQW� DFWLRQ� �6RORPRQ� ������ ������ *LYHQ� WKH� SURSHQVLW\�
WRZDUGV�YLROHQFH��VWDWHG�,VODPLF�YDOXHV��DQG�YLROHQFH�WKDW�LV�IRFXVHG�VROHO\�LQ�
1LJHULD��%RNR�+DUDP�LV�FRQVLGHUHG�D�ORFDO�$,(*�

%RNR�+DUDP�RSHUDWHV�LQ�D�GHHSO\�GLYLGHG�FRXQWU\���+RPH�WR�D�SRSXODWLRQ�
RI�QHDUO\�����PLOOLRQ��URXJKO\�KDOI� WKDW�RI� WKH�8QLWHG�6WDWHV��1LJHULD� LV�VSOLW�
EHWZHHQ�D�PRVWO\�0XVOLP�QRUWK�DQG�D�PRVWO\�&KULVWLDQ�VRXWK��7KH�VRXWKHUQ�
UHJLRQ�LV�KRPH�WR�YDVW�RLO�UHVHUYHV�DQG�KDV�KLJKHU�UDWHV�RI�HPSOR\PHQW�DQG�
OLWHUDF\��7KH�QRUWKHUQ�UHJLRQ�LV�ZKHUH�%RNR�+DUDP�LV�EDVHG�DQG�PRVW�DFWLYH�

%RNR�+DUDP� LV�QRW� WKH�¿UVW� ,VODPLF�([WUHPLVW�JURXS� WR� IRUP� LQ� WKH�
QRUWKHUQ�SURYLQFHV��KRZHYHU��,Q�WKH�����V��D�GHFDGH�PDUNHG�E\�ULRWV�DJDLQVW�
H[WUHPH�SRYHUW\�DQG�LQHTXLWLHV�LQ�WKH�UHJLRQ��VLPLODU�JURXSV�HPHUJHG��7KHUH�
LV�VSHFXODWLRQ�WKDW�0XKDPPDG�<XVXI�EHORQJHG�WR�JURXSV�WKDW�SDUWLFLSDWHG�LQ�
WKRVH�ULRWV�DQG�SRVVLEO\�FUHDWHG�DQ�HDUOLHU�IRUP�RI�%RNR�+DUDP�LQ�WKH�����V�
�$GHVRML� ������ ��������� 6KRUWO\� DIWHU� %RNR� +DUDP¶V� IRUPDWLRQ� LQ� ������ D�
FRQIURQWDWLRQ�ZLWK�SROLFH�OHIW�WKH�PDMRULW\�RI�LWV�IRXQGLQJ�PHPEHUV�GHDG�DIWHU�
EHLQJ� EHVLHJHG� LQVLGH� D� PRVTXH�� 7KH� VXUYLYLQJ�PHPEHUV� UHWXUQHG� WR� WKHLU�
KRPHV�DQG�WKHQ�JUDGXDOO\�SURFHHGHG�WR�VHW�XS�DQ�RUJDQL]DWLRQ�WKDW�H[SDQGHG�
LQWR� VHYHUDO� QRUWKHUQ� SURYLQFHV�� SURYLGLQJ� ZHOIDUH� DQG� UHOLJLRXV� HGXFDWLRQ�
�:DONHU�������
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$IWHU� WKHVH� LQLWLDO� DFWLRQV� DQG� EULHI� YLROHQFH�� OLWWOH� LQIRUPDWLRQ�
UHJDUGLQJ� %RNR�+DUDP� FDQ� EH� LQGHSHQGHQWO\� YHUL¿HG� EHWZHHQ� �����������
)URP������XS� XQWLO� WKH� YLROHQFH� RI� ������ WKHUH� DUH� UHSRUWV� WKDW� VXVSHFWHG�
%RNR� +DUDP� RI� FXOWLYDWLQJ� VXSSRUW�� JDLQLQJ� PHPEHUV�� DQG� HVWDEOLVKLQJ�
VRFLDO� VHUYLFHV��%XW��DV�RQH� MRXUQDOLVW�SXW� LW�� ³VR� OLWWOH� LQIRUPDWLRQ�DERXW� WKH�
RUJDQL]DWLRQ�FDQ�EH�YHUL¿HG�DQG�VROLG��GHSHQGDEOH�LQIRUPDWLRQ�LV�KDUG�WR�FRPH�
E\�LQ�1LJHULD�´��:DONHU�������(YHQ�WKH�¿UVW�LQVWDQFH�RI�YLROHQFH�SHUSHWUDWHG�E\�
%RNR�+DUDP�DIWHU�WKH�VLHJH�KDV�QRW��EHHQ�FRPSOHWHO\�YHUL¿DEOH���

$� UHSRUW� FRPPLVVLRQHG� E\� WKH� 8�6�� ,QVWLWXWH� RI� 3HDFH� VSHFXODWHV�
WKDW� %RNR� +DUDP� DVVDVVLQDWHG� D� ULYDO� LPDP� LQ� ������ ZKLOH� WKH� *OREDO�
7HUURULVW�'DWDEDVH� UHFRUGV� WKH� ¿UVW� LQVWDQFH� RI� YLROHQFH� DV� RFFXUULQJ�PXFK�
ODWHU�LQ�������'HVSLWH�WKH�XQFHUWDLQW\�VXUURXQGLQJ�LQLWLDO�YLROHQW�DFWLRQ��WKH�
¿UVW� FRPSUHKHQVLYH� SHULRG� RI� VXFK� DFWLRQ� LV� QRW� LQ� GLVSXWH�� � ,Q� WKH� VHFRQG�
KDOI� RI� ������ DOPRVW� WHQ� DWWDFNV� FDQ�EH� DWWULEXWHG� WR�%RNR�+DUDP� �³*OREDO�
7HUURULVP�'DWDEDVH´���7KHVH�DWWDFNV�ZHUH�DLPHG�DW�1LJHULDQ�ODZ�HQIRUFHPHQW�
RYHU�D�PRWRUF\FOH�KHOPHW�ODZ��EXW�LW�LV�XQOLNHO\�WKDW�VRPHWKLQJ�VR�VHHPLQJO\�
LQVLJQL¿FDQW�ZRXOG�WULJJHU�VXFK�YLROHQFH��:DONHU��������7KH�8�6��'HSDUWPHQW�
RI�6WDWH¶V�UHSRUW�RQ�KXPDQ�ULJKWV�IRU�1LJHULD�LQ������OLVWV�PDVVLYH�UHSUHVVLRQ�
RI�SROLWLFDO�ULJKWV��H[WUDMXGLFLDO�NLOOLQJV��DQG�WRUWXUH�LQ�WKH�PRQWKV�OHDGLQJ�XS�
WR�ZKHQ�YLROHQFH� LQYROYLQJ�%RNR�+DUDP�EURNH�RXW��³+XPDQ�5LJKWV�5HSRUW��
1LJHULD´� ������ 8�6�� 'HSDUWPHQW� RI� 6WDWH��� *LYHQ� WKH� KLVWRULFDO� GLVSDULW\�
EHWZHHQ�WKH�QRUWKHUQ�DQG�VRXWKHUQ�SURYLQFHV��WKHVH�GLVWXUELQJ�UHSRUWV�DUH�D�
PRUH�OLNHO\�WULJJHU�RI�WKH�WDUJHWHG�YLROHQFH�DJDLQVW�JRYHUQPHQW�IRUFHV��

$V�RI�ZULWLQJ��WKH�PRVW�FXUUHQW�LQIRUPDWLRQ�DERXW�%RNR�+DUDP�ZDV�ODVW�
FRPSLOHG�LQ�������0RVW�UHFHQWO\��%RNR�+DUDP�ZDV�LGHQWL¿HG�DV�WKH�SHUSHWUDWRU�
RI����DWWDFNV� LQ�'HFHPEHU������DORQH��$GGLWLRQDOO\�� WKHUH�DUH�PHGLD�UHSRUWV�
RI�YLROHQFH�DFURVV�QRUWKHUQ�1LJHULDQ�SURYLQFHV�� LQFOXGLQJ�DJDLQVW� IRUHLJQHUV�
ZKR�DUH�ZRUNLQJ�LQVLGH�WKH�FRXQWU\��0VKHOL]]D�	�%URFN�������5HXWHUV���7KHUH�
DUH�FXUUHQWO\�QR�UHSRUWV�RI�GLUHFW�FRQWDFW�EHWZHHQ� IRUHLJQ�PLOLWDU\� IRUFHV�RU�
IRUHLJQ�SHDFHNHHSLQJ�DQG�SROLFH�IRUFHV�DQG�%RNR�+DUDP�

*URXS����$O�6KDEDDE��6RPDOLD�EDVHG�,QWHUQDWLRQDO�*URXS
$IWHU�WKH�FROODSVH�RI�WKH�6LDG�%DUUH�UHJLPH�LQ�������6RPDOLD�KDV�IDFHG�

\HDUV�RI�FKDRV�ZKLOH�YDULRXV�JURXSV�KDYH�WULHG�XQVXFFHVVIXOO\�WR�YLH�IRU�FRQWURO�
�³:RUOG�)DFWERRN´�������&,$���7KHVH�JURXSV��ZKLFK�YDULHG�IURP�ZDUORUGV�WR�
,VODPLF� JURXSV�� RFFDVLRQDOO\� IRUHLJQ�IXQGHG�� KDG� GL̆HUHQW� PRWLYDWLRQV� IRU�
VHHNLQJ� SRZHU�� 7KH� ,VODPLF� PRYHPHQWV�� VRPH� RI� ZKLFK� KDG� IRUPHG� HDUO\�
RQ�DQG�HYHQ�EHIRUH�3UHVLGHQW�%DUUH�ZDV�RYHUWKURZQ��ZHUH�XQDEOH� WR�JDLQ�D�
SROLWLFDO� RU� SK\VLFDO� IRRWKROG��:KHQ� WKH� WLGHV� EULHÀ\� EHJDQ� WR� WXUQ� DJDLQVW�
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WKH�ZDUORUGV� LQ� WKH�PLGGOH� RI� WKH� ����V� DOORZLQJ� DQ� ,VODPLF� JURXS� WR� JDLQ�
SURPLQHQFH��(WKLRSLDQ�WURRSV�VWHSSHG�LQ�DQG�RYHUZKHOPHG�LW���

,W�ZDV�FOHDU�WR�RXWVLGH�REVHUYHUV�WKDW�QR�RQH�JURXS�ZDV�JRLQJ�WR�JDLQ�
SRZHU�DW�WKH�WLPH�DQG�WKH�VWDWXV�TXR�ZRXOG�OLNHO\�EH�PDLQWDLQHG��7KHVH�REVHUYHUV�
LQFOXGHG�PHPEHUV�RI�H[WHUQDO�DQG�SUH�H[LVWLQJ�,VODPLF�H[WUHPLVW�JURXSV��VXFK�
DV� DO�4DLGD��+RZHYHU�� WKH� ODFN�RI� D� VWDEOH� JRYHUQPHQW� HQFRXUDJHG� H[WHUQDO�
JURXSV� WR� RSHUDWH�PRUH� RSHQO\� WKDQ� WKH\� RWKHUZLVH�ZRXOG� KDYH�� EHJLQQLQJ�
WKH�OLQNV�LQWR�WKH�JOREDO�MLKDG��7KHVH�OLQNV�SURYHG�DWWUDFWLYH�WR�WKRVH�ODFNLQJ�
D�FRQVWLWXWLRQDO�SDWK�WR�VHOI�JRYHUQDQFH�RU�HYHQ�D�OHJLWLPDWH�JRYHUQPHQW�WKDW�
FRXOG�DGGUHVV�WKHLU�JULHYDQFHV��.LOFXOOHQ����������

$IWHU� \HDUV� RI� EORRG\� ODZOHVVQHVV� DQG� WKH� GLVPDQWOLQJ� RI� WKH� RQH�
GRPLQDQW� ,VODPLVW� RUJDQL]DWLRQ�� D� XQLRQ� RI� ,VODPLF� FRXUWV� EDQGHG� WRJHWKHU�
WR�LPSRVH�D�VHPEODQFH�RI�VWDELOLW\�LQ�6RPDOLD��$O�4DLGD�SURYLGHG�IXQGLQJ�WR�
DQG�WUDLQLQJ�IRU�WKH�\RXQJ�PLOLWDQW�PHPEHUV�RI�WKH�,VODPLF�&RXUWV�ZKR�ZRXOG�
ODWHU� EHFRPH� +DUDNDW� DO�6KDEDDE� DO�0XMDKHGHHQ�� PHDQLQJ� ³0RYHPHQW� RI�
WKH�:DUULRU�<RXWK´��RU�PRUH�FRPPRQO\�MXVW�$O�6KDEDDE��³WKH�<RXWK´��6KLQQ�
������ ���������� 1HLJKERULQJ� (WKLRSLD� DJDLQ� EHFDPH� FRQFHUQHG� ZKHQ� WKH�
SURSDJDQGD�GLVVHPLQDWHG�E\�WKH�,VODPLF�&RXUWV�EHJDQ�PHQWLRQLQJ�DWWDFNLQJ�
(WKLRSLDQ�LQWHUHVWV��&RQVHTXHQWO\��(WKLRSLD�LQYDGHG�6RPDOLD��FDXVLQJ�PRVW�RI�
WKH�,VODPLF�&RXUWV¶�OHDGHUVKLS�WR�ÀHH��+RZHYHU��WKH�¿JKWHUV�ZKR�ZRXOG�VHOI�
LGHQWLI\� DV�$O�6KDEDDE� VWD\HG� WR�¿JKW� WKH�(WKLRSLDQ� IRUFHV� �:LVH��������$Q�
³(PLU´� NQRZQ� DV�$EX� =DED\U� FXUUHQWO\� OHDGV�$O�6KDEDDE�� =DED\U��ZKLFK� LV�
RQH�RI�KLV�PDQ\�QDPHV�DQG�DOLDVHV��LV�D�QDWLYH�6RPDOLDQ�DQG�LV�DGYLVHG�E\�DQ�
,VODPLVW�UHOLJLRXV�FRXQFLO��+RUDGDP�������

6LQFH�WKH�IRUPDWLRQ�RI�WKH�JURXS��$O�6KDEDDE�KDV�EHHQ�FKDUDFWHUL]HG�
E\�YLROHQFH�� �7KH�JURXS�KDUDVVHG�WKH�(WKLRSLDQ�IRUFHV�IRU�WKUHH�\HDUV�EHIRUH�
WKH�(WKLRSLDQV�ZLWKGUHZ�DQG�ZHUH�UHSODFHG�ZLWK�SHDFHNHHSLQJ�VROGLHUV�XQGHU�
WKH� DXVSLFHV� RI� WKH� $IULFDQ� 8QLRQ� �$8��� 6LQFH� ������ $O�6KDEDDE� KDV� EHHQ�
DFWLYH�RXWVLGH�RI�6RPDOLD��QRWDEO\�ZLWK�DWWDFNV�LQ�8JDQGD�DQG�.HQ\D��DQG�WKH�
JURXS�KDV�DOVR�EHHQ�DFFXVHG�RI�DLGLQJ�JURXSV�LQ�0DOL��:LVH��³*OREDO�7HUURULVP�
'DWDEDVH´��� 'HVSLWH� WKH� LQFUHDVHG� SDFH� RI� RSHUDWLRQV� RXWVLGH� RI� 6RPDOLD��
$IULFDQ�8QLRQ�IRUFHV�KDYH�SXW�SUHVVXUH�RQ�WKH�JURXS�DQG�$O�6KDEDDE�KDV�ORVW�
JURXQG�LQ�WKHLU�¿JKW�WR�FRQWURO�6RPDOLD��%D\RXP\�������5HXWHUV��

'LVFXVVLRQ

,QLWLDO�JRYHUQPHQW�UHDFWLRQV�WR�,VODPLVW�JURXSV�DQG�IRUHLJQ�LQÀXHQFH�
LQ� WKH� FRXQWU\� RI� RULJLQ� DUH� WZR� SRWHQWLDO� YDULDEOHV� LQ� GHWHUPLQLQJ� WKH�
LQWHUQDWLRQDOL]DWLRQ�RI�YLROHQFH�WKDW�ERWK�6RPDOLD�DQG�1LJHULD�FDQ�VKRZFDVH��
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,Q� 1LJHULD�� %RNR� +DUDP� PHPEHUV� KDYH� ERUQH� ZLWQHVV� WR� WKH� SHUFHLYHG�
LQHTXDOLW\�LQ�WKHLU�FRXQWU\�DQG�FRUUXSWLRQ�RI�WKH�FHQWUDO�IHGHUDO�JRYHUQPHQW��
,WV�PHPEHUV�KDYH�VHHQ�IRUHLJQ�RLO�FRPSDQLHV�LQYHVW�LQ�WKH�VRXWKHUQ�SURYLQFHV�
ZKLOH�ODUJHO\�QHJOHFWLQJ�WKH�QRUWK��6RPDOLD�KDV�VHHQ�WKH�RSSRVLWH���DOPRVW�QR�
FHQWUDO�JRYHUQPHQW�DXWKRULW\�DQG�D� ODUJH�IRUHLJQ�SUHVHQFH�LQ�WKH�FRXQWU\�LQ�
WKH�IRUP�RI�YDULRXV�VHFXULW\�IRUFHV�

7KLV�VWDUN�FRQWUDVW� LOOXVWUDWHV�KRZ�LQLWLDO�JRYHUQPHQW�DFWLRQV�SOD\�D�
FUXFLDO� UROH� LQ� WKH� IRUPDWLRQ�RI�D�PLOLWDQW�JURXS¶V� WDUJHW� VHOHFWLRQ��1LJHULD¶V�
FHQWUDO�JRYHUQPHQW�LV�HTXLSSHG�ZLWK�D�VL]DEOH�DUP\�WKDW�FDQ�DQG�GRHV�HQIRUFH�
VHFXODU� ODZV� �6WHDUQV� ������ 92$��� 7KHVH� JRYHUQPHQWDO� IRUFHV� ZDVWHG� YHU\�
OLWWOH�WLPH�LQ�WDUJHWLQJ�WKH�JURXS�GXH�WR�WKH�SHUFHLYHG�WKUHDW�LW�SRVHG��$IWHU�WKH�
LQLWLDO�DWWDFN��WKH�JRYHUQPHQW�GLG�QRW�LQWHUIHUH�ZLWK�WKH�VXUYLYRUV�ZKHQ�WKH\�
UHWXUQHG�WR�WKHLU�KRPH�SURYLQFHV��6HL]LQJ�RQ�WKDW�LQLWLDO�DWWDFN��%RNR�+DUDP�
KDUGHQHG�LWV�EHOLHI�WKDW�WKH�FHQWUDO�JRYHUQPHQW�ZDV�FRUUXSW��LQ�WXUQ�IHHGLQJ�
WKHLU� LGHRORJ\� WKDW� WKH\�PXVW�¿JKW�SROLWLFDO� OHDGHUV� LQ� WKHLU�KRPH�SURYLQFHV�
DQG�LQ�$EXMD���)XUWKHUPRUH��WKDW�LQLWLDO�DWWDFN�RQ�%RNR�+DUDP�PHPEHUV�LQVLGH�
RI�D�PRVTXH�FRXOG�EH�FRQVLGHUHG�DQ�DFW�WKDW�QHFHVVLWDWHG�UHYHQJH��EXW�ZKLFK�
WRRN�WLPH�WR�SODQ�DQG�LQLWLDWH���&UHQVKDZ�������

,Q� FRQWUDVW�� $O�6KDEDDE� ZDV� RULJLQDOO\� SDUW� RI� DQ� DOOLDQFH� WKDW� ZDV�
DWWHPSWLQJ�WR�EULQJ�RUGHU�WR�WKH�FKDRV�WKDW�KDG�HQJXOIHG�6RPDOLD��*LYHQ�WKDW�
WKHUH�ZDV�QR�H̆HFWLYH�6RPDOL�JRYHUQPHQW�WR�UHVSRQG�WR�$O�6KDEDDE�DQG�WKH�
,VODPLF�&RXUWV��WKH\�LQ�H̆HFW�VDZ�WKHPVHOYHV�DV�D�JRYHUQPHQW��,Q�D�WKHRUHWLFDO�
VHQVH��RQH�RI�WKH�UHVSRQVLELOLWLHV�RI�D�JRYHUQPHQW�LV�WR�SURWHFW�WKH�VRYHUHLJQW\�
RI�WKH�VWDWH�IURP�IRUHLJQ�LQYDGHUV��$V�GLVFXVVHG�LQ�WKH�SURFHHGLQJ�SDUDJUDSKV��
LW�LV�WKLV�QRWLRQ�WKDW�LQÀXHQFHG�$O�6KDEDDE¶V�LQWHUQDWLRQDO�JRDOV��%XW�DV�QRWHG�
HDUOLHU�LQ�WKH�GDWD�DQDO\VLV�VHFWLRQ��WKH�W\SH�RI�JRYHUQPHQW�WKDW�UHVSRQGV�DOVR�
VHHPV�WR�D̆HFW�WKH�GHFLVLRQ�RI�D�JURXS�WR�LQWHUQDWLRQDOL]H��7KHUH�ZHUH�QR�FDVHV�
DSSDUHQW�WR�WKLV�DXWKRU�ZKHUH�D�YDVWO\�GL̆HUHQW�IRUP�RI�JRYHUQPHQW�RSHUDWHG�
DJDLQVW�D�PLOLWDQW�,VODPLVW�JURXS�LQ�$IULFD��6R�ZKLOH�WKHUH�FRXOG�WKHRUHWLFDOO\�
EH� LQWHUYHQLQJ� H̆HFWV� RQ� WKLV� YDULDEOH�� WKH� VFDUFLW\� RI� FXUUHQW� GDWD� UHOHYDQW�
WR�$IULFD�SUHFOXGHV� WKH�SRVVLELOLW\�RI� WULDQJXODWLRQ�DQG�VKRXOG�EH�DQ�DUHD�RI�
IXUWKHU�VWXG\�

:KLOH� WKH� ,VODPLF� &RXUWV�$O�6KDEDDE� ZDV� IRUPLQJ�� IRUHLJQ�
JRYHUQPHQWV�DORQJ�ZLWK�H[LOHG�6RPDOLV�ZHUH�IRUPLQJ�WKH�́ 7UDQVLWLRQDO�)HGHUDO�
*RYHUQPHQW´� LQ�.HQ\D�� 6LPXOWDQHRXVO\��(WKLRSLD� DV� D�&KULVWLDQ�QDWLRQ�ZDV�
FRQFHUQHG�DERXW�WKH�UHOLJLRXV�QDWXUH�RI�WKH�,VODPLF�FRXUWV��:LVH���*LYHQ�WKH�
UDPSDQW� LQVWDELOLW\� LQ� 6RPDOLD�� LW� LV� QRW� H[WUDRUGLQDU\� WR� XQGHUVWDQG� ZK\�
UHJLRQDO�SRZHUV�ZRXOG�EH�FRQFHUQHG��+RZHYHU��IRU�WKH�SRSXODWLRQ�LQ�6RPDOLD��
WKH�DQDUFK\�DURVH� IURP�IRUHLJQ�JRYHUQPHQWV�FUHDWLQJ�D�VRFLHWDO� V\VWHP�WKDW�
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SHUSHWXDWHG�ZHDN�LQVWLWXWLRQV�GXULQJ�WKH�ORQJ�SHULRG�RI�FRORQLDO�UXOH��
�:KHQ�WKH�IRUHLJQ�FRORQL]HUV�SXOOHG�RXW��FKDRV�HQVXHG��)RU�UHOLJLRXVO\�

PRWLYDWHG� PHPEHUV� RI� $O�6KDEDDE�� WKH� LGHD� RI� KDYLQJ� &KULVWLDQ� IRUHLJQ�
SRZHUV�LQWHUIHULQJ�ZLWK�WKHLU�D̆DLUV�DJDLQ�ZDV�D�IRUPLGDEOH�IDFWRU�LQ�VKDSLQJ�
WKH�RUJDQL]DWLRQ¶V�GHFLVLRQV���3XUVXLQJ�LQWHUQDWLRQDO�WDUJHWV�WKHUHIRUH�GRHV�QRW�
VHHP�VKRFNLQJ�ZKHQ�YLHZHG�WKURXJK�WKH�H\HV�RI� WKH�SRYHUW\�VWULFNHQ�\RXQJ�
PHPEHUV�RI�$O�6KDEDDE��7KLV�LV�PDUNHGO\�GL̆HUHQW�IURP�%RNR�+DUDP¶V�YLVLRQ�
RI�WUDQVIRUPLQJ�WKH�VHFXODU�IHGHUDO�JRYHUQPHQW�RI�1LJHULD�LQWR�DQ�,VODPLF�VWDWH�
�$ELPEROD���������������

&RQYHUVHO\��ZKLOH�WKHUH�LV�VXEVWDQWLDO� IRUHLJQ�LQYHVWPHQW�LQ�1LJHULD��
RQO\�WZR�FLWLHV�LQ�WKH�QRUWKHUQ�SURYLQFHV�DUH�HYHQ�PHQWLRQHG�LQ�DQ�LQYHVWRU¶V�
JXLGH� WR�1LJHULD�� OHVVHQLQJ� WKH�GHJUHH�RI� FRQWDFW�EHWZHHQ�%RNR�+DUDP�DQG�
IRUHLJQ�LQÀXHQFHV��8]RQZDQQH��������:KLOH�WKH�JURXS�KDV�WDUJHWHG�IRUHLJQHUV�
LQVLGH� WKH� FRXQWU\�� WKH� ODFN� RI� D� ODUJH� IRUHLJQ� SUHVHQFH� LQ� WKH� QRUWKHUQ�
SURYLQFHV�� HVSHFLDOO\� WKH� ODFN� RI� D� ³:HVWHUQ´� HFRQRPLF� SUHVHQFH�� VKRXOG� EH�
QRWHG��5HJDUGOHVV�RI�WKH�GHEDWH�RYHU�WKH�GHSWK�DQG�VSUHDG�RI�ṘFLDO�FRUUXSWLRQ��
1LJHULD� VWLOO� KDV� DQ� DFWLYH� JRYHUQPHQW�� VHFXULW\� DSSDUDWXV�� DQG� SROLWLFDO�
SURFHVV���7KLV�LV�WKH�HQYLURQPHQW�LQ�ZKLFK�%RNR�+DUDP�KDV�EHHQ�RSHUDWLQJ���
7KHLU�IRFXV�LV�SULPDULO\�QRW�LQWHUQDWLRQDO�WDUJHWV�EHFDXVH�IURP�WKHLU�LQFHSWLRQ��
WKH\�KDYH�EHHQ�¿JKWLQJ�H[WLQFWLRQ�DW�WKH�KDQGV�RI�1LJHULDQ�VWDWH�VHFXULW\��

:LWKRXW�¿UVW�KDQG�H[SHULHQFH�ZLWKLQ�WKHVH�FRXQWULHV��LW�LV�LPSUDFWLFDO�
WR�DWWHPSW�WR�PHDVXUH�RU�TXDOLI\�KRZ�PXFK�LQWHUDFWLRQ�WKHVH�JURXSV��HVSHFLDOO\�
%RNR�+DUDP��KDYH�KDG�ZLWK�IRUHLJQ�LQÀXHQFHV��7KLV� LV� OLNHO\�WR�EH�WKH�PRVW�
FRQWHQWLRXV�SRLQW�WKLV�VWXG\��DV�,�GR�QRW�DWWHPSW�WR�VSHFL¿FDOO\�GH¿QH�IRUHLJQ�
LQÀXHQFH�� )RU� WKH� SXUSRVHV� RI� WKLV� VWXG\�� ,� FDQ� RQO\� VD\� IRUHLJQ� LQÀXHQFH�
LQFOXGHV� HFRQRPLF� DQG� JRYHUQPHQWDO� W\SHV� RI� LQWHUDFWLRQV�� � 7R� MXVWLI\� WKLV�
PHWKRG�� LW� LV� LPSRUWDQW� WR� QRWH� WKDW� IRUHLJQ� LQÀXHQFHV�� VXFK� DV� HFRQRPLF�
LQYHVWPHQW�DQG�JRYHUQPHQWDO�VXSSRUW��RIWHQ�JR�KDQG�LQ�KDQG�LQ�$IULFD���7KLV�
SDSHU�SXWV�IRUWK�WKH�LQIHUHQFH�WKDW�LQ�WKH�HQG��WKH�VSHFL¿F�W\SH�RI�LQÀXHQFH�LV�
QRW�ZKDW�PDWWHUV�EXW�UDWKHU�WKH�SUHYDOHQFH�RI�³IRUHLJQQHVV´�LQ�WKH�FDVH�FRXQWU\��

7KH� GHFLVLRQ� WR� LQWHUQDWLRQDOL]H� WDUJHW� VHOHFWLRQ� E\� YLROHQW� $IULFD�
,VODPLVW� JURXSV� DSSHDUV� WR� EH� SULQFLSDOO\� GULYHQ� E\� WKH� UHVSRQVH� RI� WKH�
JRYHUQPHQW��RU�DV�WKH�JURXSV�PLJKW�VHH�LW�� WKH�QHR�FRORQL]HUV�RU�WKH�SXSSHW�
JRYHUQPHQW��)RUHLJQ� LQÀXHQFH� LV� WKH�WULFNLHU�RI� WKH�WZR�YDULDEOHV��)URP�WKH�
TXDOLWDWLYH�DQDO\VLV��WKH�WZR�YDULDEOHV�DSSHDU�VFDODU��7KDW�LV�WR�VD\��WKH�PRUH�
DXWRQRPRXV� WKH�$IULFDQ� JRYHUQPHQW�� WKH�PRUH� WKDW� YDULDEOH� RXWZHLJKV� WKH�
H̆HFW�RI�IRUHLJQ�LQÀXHQFH��&RQYHUVHO\��WKH�ZHDNHU�WKH�JRYHUQPHQW��WKH�PRUH�
VLJQL¿FDQW�WKH�H̆HFW�RI� IRUHLJQ� LQÀXHQFH�EHFRPHV��7KH�PRUH�SRZHU�ZLHOGHG�
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E\�D�JRYHUQPHQW��WKH�OHVV�IRUHLJQ�SUHVHQFH�VHHPV�WR�LQÀXHQFH�D�JURXS¶V�WDUJHW�
VHOHFWLRQ�� 7KHUHIRUH�� IRUHLJQ� LQÀXHQFH� LV�PRUH� XVHIXO� WR� WKH� UHVHDUFK�ZKHQ�
FRQVLGHUHG� DV� DQ� LQWHUYHQLQJ� YDULDEOH� UDWKHU� WKDQ� D� GLVWLQFW� LQGHSHQGHQW�
YDULDEOH��GHSDUWLQJ�IURP�WKH�RULJLQDO�K\SRWKHVLV��

,PSOLFDWLRQV

7KH�FDVH�DQDO\VLV�LQ�WKLV�VWXG\�SUHVHQWV�¿QGLQJV�WKDW�KDYH�WKH�SRWHQWLDO�
WR�HQULFK�WKH�¿HOG�RI�&2,1��,I�WKH�LQLWLDO�E\�WKH�JRYHUQPHQW�RU�JRYHUQLQJ�HQWLW\�
LV�D�NH\�IDFWRU�LQ�KRZ�,VODPLVW�PLOLWDQW�JURXSV�RSHUDWH��WKHQ�JRYHUQPHQWV�PXVW�
EH� DZDUH� RI� WKH� ORQJ�WHUP� LPSOLFDWLRQV� RI� WKHLU� DFWLRQV��5DWKHU� WKDQ�EROGO\�
FRXQWHULQJ� D� SHUFHLYHG� WKUHDW�ZLWK�PLOLWDU\� RU� VHFXULW\� IRUFHV�� JRYHUQPHQWV�
FRXOG�HQJDJH�UHOLJLRXV�DQG�FXOWXUDO�OHDGHUV�LQ�RUGHU�WR�PDNH�WKH�FRPPXQLW\�
DZDUH�RI�WKH�QHJDWLYH�LPSDFWV�D�PLOLWDQW�JURXS�FDQ�KDYH�RQ�WKH�ZHOIDUH�RI�WKH�
FRXQWU\�DV�D�ZKROH��$GGLWLRQDOO\��ZLWK�DGYDQFHPHQWV�LQ�GLJLWDO�DQG�LQIRUPDWLRQ�
WHFKQRORJ\�� JRYHUQPHQWV� VKRXOG� VHHN� WR� SDLU� WKH� QHFHVVDU\� DQG� OHJLWLPDWH�
XVH�RI�IRUFH�ZLWK�FRPSOLPHQWDU\�IUDPLQJ�LQ�SXEOLF�PHGLD��VR�DV�WR�UHGXFH�WKH�
OLNHOLKRRG�WKDW�UHDFWLRQV�IURP�³PLOLWDQW´�JURXSV�ZLOO�EH�YLROHQW��

7KLV� SDSHU� DOVR� FKDOOHQJHV� LGHDV� SRVHG� LQ� VRPH� H[LVWLQJ� OLWHUDWXUH��
.LOFXOOHQ� VXJJHVWV� WKDW� EUHDNLQJ� WKH� OLQNV� EHWZHHQ� UHJLRQDO� ,VODPLVW�
LQVXUJHQFLHV�ZRXOG�EH�DQ�H̆HFWLYH�WRRO�LQ�FRXQWHULQJ�WKH�YLROHQFH�DVVRFLDWHG�
ZLWK� WKHVH� JURXSV�� 'LVDJJUHJDWLRQ�� .LOFXOOHQ� DUJXHV�� LV� WKH� NH\� WR� EUHDNLQJ�
JOREDO� MLKDG� DQG� WKHUHIRUH� VKRXOG� EH� WKH� IRFXV� RI� JRYHUQPHQW� H̆RUWV�� 7KLV�
VWXG\��KRZHYHU��SRLQWV�WRZDUGV�V\VWHPLF�LVVXHV�DV�EHLQJ�PRUH�LPSRUWDQW�WKDQ�
OLQNV�WR�RWKHU�PLOLWDQW�JURXSV�LQ�GHWHUPLQLQJ�D�JURXS¶V�EHKDYLRU��:KLOH� LW� LV�
WUXH� WKDW� DJJUHJDWLRQ� DPRQJ�PLOLWDQW� JURXSV� FDQ�JLYH� FRQVWLWXHQW�PHPEHUV�
PRUH�UHVRXUFHV�DQG�PHGLD�DWWHQWLRQ��WKH�SHUSHWXDWLRQ�RI�LQVXUJHQF\�DSSHDUV�
WR�LQVWHDG�GULYHQ�E\�LQLWLDO�V\VWHPLF�LVVXHV��,I�DQ�LQVXUJHQF\�LV�GHQLHG�LWV�UDLVRQ�
G¶rWUH�� WKH�JURXS� VKRXOG�EH� OHVV� OLNHO\� WR� MRLQ�D�JOREDO�PRYHPHQW�RI� ,VODPLF�
MLKDG�

:KLOH� IRUHLJQ� LQÀXHQFH� DV� DQ� LQWHUYHQLQJ� YDULDEOH� DSSHDUV� WR� EH�
VLJQL¿FDQW�� WKLV� JHQHUDWHV� DGGLWLRQDO� TXHVWLRQV� UHJDUGLQJ� WKH� VSHFL¿F� UROH� LW�
SOD\V�LQ�GHWHUPLQLQJ�LQWHUQDWLRQDOL]DWLRQ�E\�PLOLWDQW�JURXSV��)XUWKHU�UHVHDUFK�
GL̆HUHQWLDWLQJ�WKH�H̆HFWV�RI�KLVWRULFDO�IRUHLJQ�LQÀXHQFH�YHUVXV�FXUUHQW�OHYHOV�
RI�LQÀXHQFH�LQ�D�FRXQWU\�FRXOG�KHOS�WR�H[SDQG�WKH�LPSOLFDWLRQV�RI�WKLV�VWXG\��
3UHYLRXV�LQÀXHQFH��VXFK�DV�FRORQLDOLVP��KDV�KDG�D�VHHPLQJO\�LPPHQVH�QHJDWLYH�
LPSDFW��1HYHUWKHOHVV��SRVLWLYH�SHUFHSWLRQV�RI�FRQWHPSRUDU\�GHYHORSPHQW�DQG�
DLG� SURJUDPV� FRXOG� SRWHQWLDOO\� VKLIW� WKH�QDWLRQDO� GLVFRXUVH� WRZDUGV� D�PRUH�
SRVLWLYH�YLHZ�RI�VDLG�LQÀXHQFHV��,W�LV�SRVVLEOH�WKDW�GL̆HUHQFHV�LQ�WKH�SHUFHSWLRQ�
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RI�IRUHLJQ�LQÀXHQFH�FRQWULEXWH�WR�GHWHUPLQLQJ�WKH�³DUHD�RI�YLROHQW�RSHUDWLRQV�´
$QRWKHU� DYHQXH� RI� IXWXUH� UHVHDUFK� LV� WKH� QDWXUH� RI� ,VODPLVW� JURXSV�

DQG�PLOLWDQW�JURXSV�LQ�$IULFDQ�FRXQWULHV�WKDW�DUH�ṘFLDOO\�RU�PDMRULW\�0XVOLP��
1LJHULD� LV� DQ� ṘFLDOO\� VHFXODU� FRXQWU\�ZKLOH� WKH� 6RPDOLD� VWDWH� LV� QRPLQDOO\�
QRQ�H[LVWHQW��DV�FRPSRQHQW�UHJLRQV�FRQWLQXH�WR�DFW�LQGHSHQGHQWO\��$VVHVVLQJ�
WKH�LPSDFW�RI�D�UHOLJLRXV�JRYHUQPHQW�FRXOG�VWUHQJWKHQ�XQGHUVWDQGLQJ�RI�KRZ�
WKHVH�PLOLWDQW�JURXSV�RSHUDWH��

6RPH�PLJKW�DUJXH�WKDW�WKLV�UHVHDUFK�LV�OHVV�LPSRUWDQW�JLYHQ�WKH�YLROHQW�
QDWXUH� RI� RWKHU� W\SHV� RI� PLOLWDQW� JURXSV�� SDUWLFXODUO\� LQ� $IULFD�� 7KH� /RUG¶V�
5HVLVWDQFH�$UP\��IRU�H[DPSOH��LV�LQIDPRXV�IRU�LWV�VXGGHQ�YLROHQW�DWWDFNV�DQG�
XVH�RI�FKLOG�VROGLHUV��+RZHYHU��UHVHDUFK�LQWR�,VODPLF�H[WUHPLVP�LQ�RWKHU�SDUWV�
RI�WKH�ZRUOG��RU�HYHQ�,VODPLF�JRYHUQPHQWV�LQ�$IULFD��LV�DOO�WKH�PRUH�LPSRUWDQW�
JLYHQ�WKDW�WKH�0XVOLP�SRSXODWLRQ�LQ�$IULFD�LV�VKRUWO\�SUHGLFWHG�WR�VXUSDVV�WKDW�
RI�WKH�HQWLUH�0LGGOH�(DVW��³7KH�)XWXUH�RI�WKH�*OREDO�0XVOLP�3RSXODWLRQ�´�3HZ�
5HVHDUFK�&HQWHU��

2I�WKH�PDQ\�SUREOHPV�WKDW�D̈LFW�$IULFD��,VODPLVW�H[WUHPLVW�JURXSV�DUH�
RI�SDUWLFXODU�FRQFHUQ�EHFDXVH�RI�WKHLU�DELOLW\�WR�UHDFK�RXW�WR�,VODPLF�H[WUHPLVWV�
LQ�RWKHU�SDUWV�RI� WKH�ZRUOG��7KH�³FRQWDJLRXVQHVV´�RI� WKLV�SDUWLFXODU� WKUHDW� LV�
ZK\�LW�LV�DOO�WKH�PRUH�QHFHVVDU\�WR�XQGHUVWDQG�WKH�FRQWH[W�VXUURXQGLQJ�$,(*V��

&RQFOXVLRQV

7KLV� SDSHU� KDV� H[DPLQHG� WZR� $IULFDQ� ,VODPLVW� H[WUHPLVW� JURXSV�
�$,(*V����%RNR�+DUDP�DQG�$O�6KDEDDE��ZKLFK�PHW�WKH�FDVH�VHOHFWLRQ�FULWHULD��
%\�H[DPLQLQJ�WKH�SDVW�OLWHUDWXUH��KLVWRU\��DQG�FRQWH[W�RI�WKHVH�WZR�FDVHV��WKLV�
VWXG\� FRQFOXGHV� WKDW� LQLWLDO� JRYHUQPHQW� DFWLRQV� DUH� DQ� LPSRUWDQW� IDFWRU� LQ�
ZKHWKHU� D� YLROHQW� JURXS� FKRRVHV� WR� LQWHUQDWLRQDOL]H� LWV� VHOHFWLRQ� RI� WDUJHWV��
$GGLWLRQDOO\��WKH�DQDO\VLV�VXJJHVWV�WKDW�IRUHLJQ�LQÀXHQFH��ZLWK�HFRQRPLF�DQG�
PLOLWDU\�LQÀXHQFH�EHLQJ�FRQVLGHUHG�HTXDO��LV�RQO\�LPSRUWDQW�LQ�UHODWLRQ�WR�WKH�
JRYHUQPHQW�RI�WKH�FRXQWU\�RU�UHJLRQ�LQ�TXHVWLRQ��5DWKHU�WKDQ�EHLQJ�D�GLVWLQFW�
LQGHSHQGHQW�YDULDEOH��IRUHLJQ�LQÀXHQFH�DSSHDUV�WR�EH�DQ�LQWHUYHQLQJ�YDULDEOH��

$V� SROLF\�PDNHUV� DURXQG� WKH� ZRUOG� GHEDWH� KRZ� WR� KDQGOH�PLOLWDQW�
H[WUHPLVWV�LQ�$IULFD��WKHVH�¿QGLQJV�VKRXOG�EH�QRWHG�ZKHQ�GLVFXVVLQJ�SRVVLEOH�
FRXUVHV� RI� DFWLRQ� RQ� WKH� FRQWLQHQW�� 7KLV� UHVHDUFK� VSHFL¿FDOO\� GHDOW� ZLWK�
FRQGLWLRQV� LQ� $IULFD�ZKLFK� DUH� WKH� UHVXOW� RI� WKH� FRQWLQHQW¶V� XQLTXH� KLVWRU\��
D� W\SLFDOO\�&RQVWUXFWLYLVW� DSSURDFK��+RZHYHU�� WKH� UHOHYDQFH�RI� WKLV� UHVHDUFK�
VKRXOG�QRW�EH�FRQVLGHUHG�LVRODWHG�WR�WKH�WZR�FDVHV�FRQVLGHUHG��5DWKHU��PLOLWDQW�
,VODPLVW�JURXSV�DUH�DFWLYH�LQ�VHYHUDO�$IULFDQ�FRXQWULHV�DQG�WKH�¿QGLQJV�KHUHLQ�
FRXOG�EH�DSSOLFDEOH�WR�WKHVH�FDVHV�DV�ZHOO��DQG�SRVVLEO\�PRUH�FDVHV�ZRUOGZLGH�
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,I� JRYHUQPHQW� UHVSRQVHV� FRQWULEXWH� WR� WKH� SUREOHP�� WKHQ� FXUUHQW�
VHFXULW\� DVVLVWDQFH� DQG� GHYHORSPHQWDO� DLG� VKRXOG� EH� UHH[DPLQHG�� ,I� D� ODFN�
RI� JRYHUQPHQW� VHUYLFHV� LV�SDUW� RI� WKH� LVVXH�� WKHQ�SHUKDSV�PHGLDWHG� WDONV�RU�
RWKHU� FRQÀLFW� UHVROXWLRQ� DQG� VWUXFWXUDO� VWHSV� VKRXOG� EH� FRQVLGHUHG� DV�ZHOO��
:KDWHYHU�WKH�SROLF\�LPSOLFDWLRQV��WKHUH�LV�QRZ�DQ�LQLWLDO�IRRWKROG�LQWR�UHVHDUFK�
RQ�WKH�GL̆HUHQFHV�IRXQG�LQ�$IULFDQ�,VODPLVW�JURXSV�DQG�WKHLU�SHUSHWXDWLRQ�RI�
YLROHQFH��7KLV�UHVHDUFK��ZKLOH�FXUUHQWO\�LVRODWHG��PD\�KHOS�DGYDQFH�GLVFXVVLRQ�
RQ�DFKLHYLQJ�SHDFH�DQG�VWDELOLW\�WKURXJKRXW�$IULFD��Ɉ
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ON GLOBAL ORDER: 
SOUTH AFRICA AS A CASE STUDY FOR THE 

VALIDITY OF CITY-SPECIFIC RESEARCH IN 
INTERNATIONAL DEVELOPMENT

-DQHWWD�'HSSD

$EVWUDFW

7KLV� VWXG\� SURYLGHV� DQ� RYHUYLHZ� RI� WKH� LQWHUQDWLRQDO�
GHYHORSPHQW� ¿HOG¶V� DWWHQWLRQ� WR� XUEDQL]DWLRQ�� 'HVSLWH� FLWLHV� EHLQJ�
SURYHQ�WKH�ODUJHVW�KXEV�RI�GHYHORSPHQW�IRU�WKH�LQGXVWULDOL]LQJ�ZRUOG��
SDWWHUQV� LQ� XUEDQ� DUHDV� RIWHQ� EHKDYH� PXFK� GL̆HUHQWO\� WKDQ� ZKHQ�
DVVHVVLQJ� DJJUHJDWH�OHYHO� GDWD�� $VVHVVPHQW� RI� FLWLHV� DV� WKHLU� RZQ�
VSKHUHV� RI� GHYHORSPHQW� LV� QHFHVVDU\�� &XUUHQWO\�� WKH� GHYHORSPHQW�
¿HOG� IDLOV� WR� LPSOHPHQW� PHDVXUHV� DGGUHVVLQJ� WKH� HQRUPLW\� RI� WKLV�
SKHQRPHQRQ��ZKLOH�LW�DFNQRZOHGJHV�FLW\�VSHFL¿F�JURZWK�SURMHFWV�DUH�
LPSRUWDQW�� YHU\� OLWWOH� UDZ� GDWD� LV� DYDLODEOH� IRU� DQDO\VLV�� DQG� VWXGLHV�
FRPSDULQJ�PXOWLSOH�FLWLHV�WRJHWKHU�DUH�UDUH��7KLV�SDSHU�DGGUHVVHV�WKH�
TXHVWLRQV�³DUH�FLW\�VSHFL¿F�GDWD�LPSRUWDQW��DQG�LI�VR�ZK\"´�WKURXJK�D�
PL[HG�PHWKRGV�DSSURDFK��7KH�XVH�RI�TXDQWLWDWLYH�DQDO\VLV�KLJKOLJKWV�
H[LVWLQJ� GDWD� IRXQG� IRU� WKUHH� LQGLFDWRUV� RI� GHYHORSPHQW��4XDOLWDWLYH�
DQDO\VLV�SURYLGHV�DQ�RYHUYLHZ�RI�FLW\�VSHFL¿F�GHYHORSPHQW�E\�PXOWLSOH�
SOD\HUV� LQ� WKH� ¿HOG�� LQFOXGLQJ� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� VFKRODUV��
QRQ�SUR¿WV�� WKLQN� WDQNV�� DQG� JRYHUQPHQWV�� )LQGLQJV� SRLQW� WR� WKH�
YDOLGLW\�RI�LQFUHDVHG�DWWHQWLRQ�WR�FLW\�VSHFL¿F�LQGLFDWRUV�LQ�WKH�IXWXUH��
DV�ZHOO�DV�D�QHHG�IRU�FROODERUDWLRQ�RQ�¿QGLQJV�EHWZHHQ�LQYROYHG�DFWRUV��
7KH�VWXG\�UHYHDOV�D�JDS�LQ�WKH�VWXG\�RI�LQWHUQDWLRQDO�GHYHORSPHQW�DQG�
FDOOV�IRU�D�VKLIW�LQ�WKH�ZD\�VFKRODUV�YLHZ�XUEDQL]DWLRQ�LQ�RXU�LQFUHDVLQJO\�
JOREDOL]HG�ZRUOG�

Introduction

2XU� ZRUOG� LV� FKDQJLQJ�� 1R� ORQJHU� DUH� LQGLYLGXDOV� ERXQG� WR� WKHLU�
UHVSHFWLYH� QDWLRQV� DV� WKH\� RQFH� ZHUH�� EXW� LQVWHDG� EHJLQQLQJ� WR� LGHQWLI\�

-$1(77$�'(33$�LV�D�VWXGHQW�RI�,QWHUQDWLRQDO�5HODWLRQV�VSHFLDOL]LQJ�LQ�,QWHUQDWLRQDO�
'HYHORSPHQW�
6FKRRO�RI�,QWHUQDWLRQDO�6WXGLHV��6,6���$PHULFDQ�8QLYHUVLW\
(PDLO��MG����D#VWXGHQW�DPHULFDQ�HGX

&ORFNV�	�&ORXGV��-RXUQDO�RI�1DWLRQDO�DQG�*OREDO�$̆DLUV��������������������
�KWWS���ZZZ�DPHULFDQ�HGX�FORFNVDQGFORXGV�!�
+%3�3XEOLVKLQJ��KWWS��ZZZ�KES��FRP�!
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WKHPVHOYHV� DV� JOREDO� FLWL]HQV� LQWHUFRQQHFWHG�E\� FRPPHUFH�� FRPPXQLFDWLRQ��
DQG� D� FRPPRQ� SXVK� IRU� HFRQRPLF� JURZWK�� ,QFUHDVLQJO\� SHRSOH� DUH� MRLQLQJ�
WRJHWKHU��FRQQHFWHG�E\�XUEDQ�KRWVSRWV�DURXQG�WKH�ZRUOG��,Q�IDFW��XUEDQ�VLWHV�
DUH�WKH�SULQFLSDO� LQFXEDWRUV�RI�GHYHORSPHQW��&LWLHV�DWWUDFW�WKH�KLJKHVW� OHYHOV�
RI� IRUHLJQ� LQYHVWPHQW�� WKH�EULJKWHVW� DQG�PRVW� LQQRYDWLYH�PLQGV�� WKH� ODUJHVW�
LQWHUQDWLRQDO�LQGXVWULHV��DQG�WKH�PRVW�SRSXORXV�FRPPXQLW\�RUJDQL]DWLRQV�WKDW�
FDQ�PRELOL]H�GLYHUVH�ERGLHV�RI�SHRSOH�WRJHWKHU��<HW�D�FULWLFDO�RYHUVLJKW�LQ�PRGHUQ�
VFKRODUVKLS�LV�KRZ�ZH�SHUVLVW�LQ�WUHDWLQJ�FLWLHV�DV�FRPSOHWHO\�VXERUGLQDWH�WR�WKH�
VWDWH��,QVWHDG�RI�FRQVLGHULQJ�FLWLHV�DV�DQ�LQGLFDWRU�RI�GHYHORSPHQW�SRWHQWLDO��
VFKRODUV�FRQWLQXH�WR�PHDVXUH�RXWSXW�RQ�DQ�DJJUHJDWH��VWDWHZLGH�OHYHO��

7KLV� VWXG\� H[SORUHV� KRZ� XUEDQ� GHYHORSPHQW� GLYHUJHV� IURP� W\SLFDO�
QRWLRQV�RI�LQWHUQDWLRQDO�GHYHORSPHQW��XVLQJ�6RXWK�$IULFD�DV�D�FDVH�VWXG\��7KH�
VWXG\�IRFXVHV�RQ�WKH�LQFUHGLEOH�JDS�LQ�FLW\ZLGH�UHVHDUFK��D�PRGDOLW\�PLVVLQJ�
IURP�QHDUO\�HYHU\�UHDOP�RI�VRFLDO�VFLHQFH��

Context

,Q� ������ IHZHU� WKDQ��� SHUFHQW� RI� RXU�ZRUOG¶V� SRSXODWLRQ� UHVLGHG� LQ�
XUEDQ�DUHDV��&ODUN��������$V�WKH�LQGXVWULDO�UHYROXWLRQ�WRRN�KROG�RI�WKH�JOREH�
DQG�LQGXVWULHV�EHJDQ�WR�VSURXW�XS�DORQJ�FLW\�ERUGHUV��WKLV�QXPEHU�LQFUHDVHG�
GUDPDWLFDOO\��'ULYHQ�E\�FDSLWDOLVP�ZLWK�WKH�OXUH�RI�KLJKHU�ZDJHV�DQG�LPSURYHG�
TXDOLW\� RI� OLIH�� D�PDVV� SURSRUWLRQ� RI� WKH� ZRUOG¶V� SRSXODWLRQ�PLJUDWHG� DZD\�
IURP� WKHLU� IDUPV� WRZDUGV� PRUH� WLJKWO\� FRQFHQWUDWHG� XUEDQ� DUHDV�� %\� �����
DSSUR[LPDWHO\� ��� SHUFHQW� RI� WKH� ZRUOG� ZHUH� XUEDQ� GZHOOHUV� �&ODUN� �������
7KH�\HDU������PDUNHG�WKH�¿UVW�WLPH�LQ�KLVWRU\�WKDW�D�PDMRULW\�RI�WKH�ZRUOG¶V�
SRSXODWLRQ�UHVLGHG�LQ�XUEDQ�DUHDV��%\�������LW�LV�HVWLPDWHG�WKDW�RYHU�����RI�
RXU�ZRUOG�ZLOO�OLYH�LQ�FLWLHV��ZLWK�PRVW�RI�WKLV�JURZWK�SURMHFWHG�LQ�GHYHORSLQJ�
FRXQWULHV��3RSXODWLRQ�5HIHUHQFH�%XUHDX��������

7KLV� IXQGDPHQWDO� FKDQJH� LQ�ZKHUH� SHRSOH� OLYH� LV�PRQXPHQWDO�� 7KH�
LQWHUGHSHQGHQF\� RI� JOREDOL]DWLRQ� YHU\� FORVHO\� SDUDOOHOV� WKH� LQWHUGHSHQGHQF\�
WKDW� FRPHV� IURP� OLYLQJ� LQ� FORVHO\� FRQ¿QHG� XUEDQ� DUHDV�� ,QFUHDVLQJ�
LQWHUGHSHQGHQFH�LQ�HYHU\�UHDOP�RI�KXPDQ�LQWHUDFWLRQ�VKLIWV�WKH�ZD\�KXPDQLW\�
RUJDQL]HV�SURGXFWLRQ��FRPSHWLWLRQ��DQG�¿QDQFH��%HFDXVH�RI�WKHLU�LQWHUQDWLRQDO�
QDWXUH� DQG� ODFN� RI� VSDWLDO� ERXQGDULHV�� FRUSRUDWLRQV� DQG� LQYHVWRUV� KDYH� WKH�
SRWHQWLDO�WR�GULYH�HFRQRPLF�JURZWK�IXQGDPHQWDOO\�PRUH�WKDQ�DQ\�JRYHUQPHQW��
)RU� WKHVH� LQWHUQDWLRQDO�DFWRUV�� LW� LV�QRW� WKH� UHVLGHQW�FRXQWU\�EXW� UDWKHU� ³WKH�
ZRUOG�FLWLHV�LQ�ZKLFK�WKH\�DUH�ORFDWHG�WKDW�DUH�WKH�FRPPDQG�DQG�FRQWURO�SRLQWV�
RI�WKH�JOREDO�HFRQRP\´��&ODUN������������2XU�ZRUOG�WHQGV�WR�XUEDQL]H�ZKHQ�
ORFDOL]HG�SDWWHUQV�RI�LQYHVWPHQW��SURGXFWLRQ��DQG�HPSOR\PHQW�FHQWUDOL]H��7KH�
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UHVXOW�LV�D�GRPLQR�H̆HFW�RI�ODERU�PLJUDWLRQ�WKDW�LQ�WXUQ�VSXUV�QHZ�JURZWK�
7KH� GHQVH� SRSXODWLRQ� FLWLHV� SRVVHVV� R̆HUV� DFFHVV� WR� D� ODUJHU� ODERU�

IRUFHV��ORFDOL]HG�PDUNHWV��DQG�D�GHPDQG�SRRO�IRU�DOO�W\SHV�RI�JRRGV�DQG�VHUYLFHV�
DYDLODEOH�� LQ� WXUQ� VSXUULQJ� LQYHVWPHQW�� )RU� WKH� GHYHORSLQJ�ZRUOG�� FLWLHV� DUH�
IUHTXHQWO\� WKH� RQO\� VRXUFH� RI� ODUJH�VFDOH� LQGXVWULHV�� KRVSLWDOV�� XQLYHUVLWLHV��
WUDQVSRUWDWLRQ� KXEV�� DQG� FRPPXQLW\� IDFLOLWLHV� UDQJLQJ� IURP� VSRUWV� DUHQDV�
WR� ODERU� XQLRQV�� 5HVHDUFK� RQ� XUEDQL]DWLRQ�� DQG� LQ� SDUWLFXODU� FLW\�WR�FLW\�
UHODWLRQVKLSV�� LV� WKHUHIRUH� IXQGDPHQWDO� WR� XQGHUVWDQGLQJ� PRGHUQ�GD\�
GHYHORSPHQW�

<HW� LQWHUQDWLRQDO� FLW\ZLGH�GDWD� LV� QHDUO\� QRQ�H[LVWHQW�� GHVSLWH� SULRU�
DFNQRZOHGJHPHQWV� WKDW�� ³XUEDQL]DWLRQ� UHSUHVHQWV� WKH� ODUJHVW� VKLIW� LQ� WKH�
GLVWULEXWLRQ� RI� SRSXODWLRQ� LQ� KLVWRU\´� �&ODUN� ������ �����:KLOH� D� QXPEHU� RI�
VFKRODUV��JRYHUQPHQWV��DQG�LQWHUQDWLRQDO�RUJDQL]DWLRQV�UHFRJQL]H�WKH�YLWDO�UROH�
RI�FLWLHV��YLUWXDOO\�QRQH�RI�WKHVH�HQWLWLHV�H[SORUH�GHYHORSPHQW�DW�FLW\�VSHFL¿F�
OHYHOV�LQ�GHYHORSLQJ�QDWLRQV��:KHQ�UHVHDUFK�LV�DYDLODEOH��PRVW�VWXGLHV�IRFXV�RQ�
RQO\�IRFXV�RQ�DQ�DVSHFW�RI�GHYHORSPHQW�WKDW�QHDUO\�DOZD\V�UHÀHFWV�HFRQRPLFV��
:KHQ�WKHUH�LV�H[SOLFLW�XUEDQ�GDWD�IRU�D�GHYHORSLQJ�FRXQWU\��LW�LV�RQO\�IRU�WKH�
FDSLWDO�RU�PRVW�SRSXORXV�FLW\��

)XUWKHUPRUH�� DUWLFOHV� RIWHQ� VSHDN� DERXW� WKH�PHULWV� RI� XUEDQL]DWLRQ�
ZKLOH� XVLQJ� FRXQWU\� DQG� UHJLRQDO� GDWD� WR� SUHGLFW� JURZWK� DQG� SUHVFULEH�
GHYHORSPHQW�VWUDWHJLHV��)HZ�SXEOLFDWLRQV�HYHQ�UHFRJQL]HG�WKH�QHHG�IRU�FLW\�
OHYHO�GDWD��7KH�UDUH�H[FHSWLRQ�ZDV�³JOREDO´�FLW\�FRPSDULVRQV�EXW�QRQH�RI�WKHVH�
VWXGLHV�H[DPLQHG�FLWLHV�RXWVLGH�RI�WKH�WRS�PHWURSROLVHV�LGHQWL¿HG�E\�WKH�*OREDO�
&LWLHV�5HSRUW��+DOHV�������

7KH� LPSRUWDQFH� RI� FLW\�OHYHO� GDWD� LV� QRW� FRQ¿QHG� WR� GHYHORSLQJ�
QDWLRQV��)RU�H[DPSOH��ZKLOH�GHYHORSHG�QDWLRQV��SDUWLFXODUO\�WKH�8QLWHG�6WDWHV��
WHQG� WR�KDYH�PRUH�GHWDLOHG� VWDWH�OHYHO� GDWD�� GHYHORSPHQW�ZRUN� LQ� FLWLHV� DUH�
VWLOO�KLQGHUHG�E\�D�ODFN�RI�GDWD��0RVW�FLW\�UHVHDUFK�IRFXVHG�RQO\�RQ�HDFK�VWDWH¶V�
FDSLWDO� FLW\�� UDUHO\� IXUQLVKLQJ� GDWD� IRU� RWKHU� LPSRUWDQW� RU� SRSXORXV� FLWLHV�
within the state. 

&RQVLGHULQJ�WKDW�PDMRULW\�RI�H[SHFWHG�JURZWK�RYHU�WKH�QH[W�GHFDGH�ZLOO�
FRPH�IURP�³PLGGOHZHLJKW´�FLWLHV��GH¿QHG�DV�KDYLQJ�D�SRSXODWLRQ�UDQJLQJ�IURP�
��������WR�����������SHRSOH��WKLV�FRQWUDGLFWLRQ�LV�SX]]OLQJ��0F.LQVH\�*OREDO�
,QVWLWXWH�� �������2XW�RI� D� WRWDO�����PLGGOHZHLJKW� FLWLHV�ZLWKLQ� WKH�8�6��� WKH�
WRS����DORQH�DUH�SURMHFWHG�WR�FRQWULEXWH�RQH�WKLUG�RI�WRWDO�HFRQRPLF�JURZWK�
RYHU�WKH�QH[W�WZR�\HDUV��0F.LQVH\�*OREDO�,QVWLWXWH���������$V�DQ�LQWHUQDWLRQDO�
WUHQG��PLGGOHZHLJKW� FLWLHV� ZLOO� VRRQ� DFFRXQW� IRU� WKH� ODUJHVW� VKDUH� RI� JOREDO�
HFRQRPLF�RXWSXW��%\�������KDOI�RI�WKH�ZRUOG¶V�JOREDO�JURZWK�ZLOO�EH�DWWULEXWHG�
WR�MXVW�����PLGGOHZHLJKW�FLWLHV��0F.LQVH\�*OREDO�,QVWLWXWH���������
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7KLV� VWXG\� SURSRVHV� WKDW� WKH� ODFN� RI� FLW\�VSHFL¿F� UHVHDUFK� LV�
KLQGHULQJ�PRUH�DFFXUDWH�XQGHUVWDQGLQJ�RI�FRQGLWLRQV�ZRUOGZLGH�LQ�WKH�¿HOG�
RI�LQWHUQDWLRQDO�GHYHORSPHQW��,Q�RUGHU�WR�WHVW�WKLV�SUHGLFWLRQ��WKH�FRXQWU\�RI�
6RXWK�$IULFD�DQG�LWV�GHYHORSPHQW�ODQGVFDSH�ZDV�FKRVHQ�DV�D�FDVH�VWXG\��6RXWK�
$IULFD�SUHVHQWV�DQ�LQWHUHVWLQJ�FDVH�DV�D�GHYHORSLQJ�FRXQWU\�ZLWK�UDSLG�JURZWK�
DQG� EULJKW� SURVSHFWV� IRU� IXWXUH� LQYHVWPHQW� DQG� GHYHORSPHQW�� SDUWLFXODUO\�
LQ�PDMRU�PHWURSROLWDQ�DUHDV��6RXWK�$IULFD�DOVR�KDV� IDLUO\�KLJK� OHYHOV�RI�GDWD�
UHSRUWLQJ�LQ�UHODWLRQ�WR�PRVW�RWKHU�GHYHORSLQJ�FRXQWULHV��:KLOH�GDWD�RQ�PDQ\�
LQGLYLGXDO� FLWLHV� LV� VWLOO�ZHDN�� ERWK�&DSH�7RZQ�DQG�-RKDQQHVEXUJ� DUH� FLWLHV�
IUHTXHQWO\� UHIHUHQFHG� DQG� WUHDWHG� DV� GLVWLQFW� HQWLWLHV� LQ� WKH� OLWHUDWXUH�� 7KLV�
SUHVHQWV�D�QRYHO�FDVH�DV�PRVW�GHYHORSLQJ�QDWLRQV�KDYH�GHWDLOHG�GDWD�IRU�RQO\�
RQH�PDMRU�FLW\��FRPSOLFDWLQJ�FRPSDUDWLYH�FDVH�VWXGLHV��

7KLV� VWXG\� ZLOO� IXUWKHU� DVVHVV� WKH� K\SRWKHVLV� WKDW� WKH� YDOLGLW\� RI�
LQWHUQDWLRQDO�GHYHORSPHQW�UHVHDUFK�FDQ�EH�HQKDQFHG�WKURXJK�WKUHH�QHZ�IRFL��
)LUVW��FLW\�VSHFL¿F�SHUVSHFWLYHV�PXVW�EH�LQFOXGHG�WR�WULDQJXODWH�¿QGLQJV�RQ�D�
UHJLRQDO�RU�QDWLRQDO�OHYHO��6HFRQG��VHFRQGDU\��RU�WHUWLDU\�OHYHO�FLWLHV��ZKLFK�DUH�
H[SHFWLQJ�WR�DFFRXQW�IRU�ODUJH�VKDUHV�RI�IXWXUH�HFRQRPLF�JURZWK��PXVW�DOVR�EH�
LQFOXGHG��7KLUG��FRPSDULVRQ�RI�FLWLHV�WKHPVHOYHV��YHUVXV�QDWLRQDO�GHYHORSPHQW�
FRPSDULVRQV�� FDQ� \LHOG� DGGLWLRQDO� LQVLJKWV� LQWR� KRZ� VRPH� GHYHORSPHQW�
DSSURDFKHV�KDYH�SURYHQ�PRUH�VXFFHVVIXO�WKDQ�RWKHUV�

Methodology

7KLV�VWXG\�LV�IUDPHG�WR�RYHUFRPH�OLPLWDWLRQV�LQ�GDWD�DYDLODELOLW\��0RVW�
FLW\�OHYHO� GDWD� LV� VWULFWO\� HFRQRPLF�� OLPLWLQJ� DQDO\VLV� RI� GHYHORSPHQW� OHYHO��
ZKLFK� LV� DPRUH� FRPSUHKHQVLYH� PHDVXUH�� 'HYHORSPHQW� OHYHO� HQFRPSDVVHV�
TXDOLW\�RI�OLIH��PHDVXUHV�RI�UHODWLYH�VHFXULW\��DQG�FRQWHQWPHQW�ZLWKLQ�D�VRFLHW\��
:KLOH�WKLV�VWXG\�H[DPLQHV�WKH�PHULWV�RI�FLW\�OHYHO�GDWD�IRU�WKH�XQGHUVWDQGLQJ�
RI�GHYHORSPHQW�LQ�SDUWLFXODU��LW�LV�VWLOO�OLPLWHG�E\�RQJRLQJ�GLVFXVVLRQV�RQ�KRZ�
WR�RSHUDWLRQDOL]H�WKH�FRQFHSW�RI�GHYHORSPHQW��

7KLV� VWXG\� ZLOO� DGRSW� WKH� +XPDQ� 'HYHORSPHQW� ,QGLFDWRU¶V�
FRQFHSWXDOL]DWLRQ� RI� GHYHORSPHQW�� 7KH� OHYHO� RI� KXPDQ�GHYHORSPHQW� FDQ� EH�
PHDVXUHG�E\������HQMR\PHQW�RI�D�GHFHQW�VWDQGDUG�RI�OLYLQJ������OHYHO�RI�HGXFDWLRQ�
DQG� NQRZOHGJH�� DQG� ���� OHQJWK� RI� D� KHDOWK\� OLIHVSDQ� �81'3� ������� ,W� ZDV�
EH\RQG�WKH�VFRSH�RI�WKLV�VWXG\�WR�PHDVXUH�WKH�FRPSOHWH�+',�LQGH[�RI�YDULDEOHV��
KRZHYHU��7KLV�VWXG\�ZLOO�WKHUHIRUH�PHDVXUH�RQH�LQGLFDWRU�IURP�HDFK�FDWHJRU\��
PDLQWDLQLQJ�WKH�YDOLGLW\�RI�WKH�WUL�SDUWLWH�GH¿QLWLRQ�RI�GHYHORSPHQW�ZKLOH�DOVR�
DOORZLQJ�IRU�WKH�JUHDWHVW�EUHDGWK�RI�GDWD�WR�DQDO\]H��7KHVH�WKUHH�LQGLFDWRUV�DUH��
����FULPH�UDWHV������VFKRRO�DWWHQGDQFH��DQG�����+,9�$,'6�SUHYDOHQFH��
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$�FLW\¶V�FULPH�UDWH�GLUHFWO\�D̆HFWV�SHUVRQDO�VHFXULW\�DQG�WKXV�VWDQGDUG�RI�
OLYLQJ��6FKRRO�DWWHQGDQFH�LV�D�NH\�SUR[\�IRU�OHYHO�RI�HGXFDWLRQ�LQ�WKH�GHYHORSLQJ�
ZRUOG� �6WDWLVWLFV� 6RXWK� $IULFD� �*+6��� ������� /DVWO\��+,9�$,'6�ZDV� FKRVHQ�
DV�D�SUR[\�PHDVXUH� IRU�KHDOWK\� OLIHVSDQ�DV� LW� LV�RQH�RI� WKH� IHZ�GHYHORSPHQW�
FKDOOHQJHV�WKDW�LV�PRUH�GHWULPHQWDO�WR�XUEDQ�SRSXODWLRQV�

7KHVH�WKUHH�LQGLFDWRUV�ZHUH�DOVR�FKRVHQ�DV�WKH\�VFDOH�ZHOO�DFURVV�ERWK�
XUEDQ�DQG�UXUDO�FRPPXQLWLHV��7KLV�LV�GXH�WR�WKH�FRQFHSW�RI�VHUYLFH�GHOLYHU\��
ZKHUHE\�LW�VKRXOG�EH�WKH�TXDOLW\�RI�WKH�VHUYLFH�SURYLGHG��ZKHWKHU�XUEDQ�RU�UXUDO��
UDWKHU�WKDQ�MXVW�WKH�VHUYLFH¶V�DFFHVVLELOLW\�WKDW�VKRXOG�GHWHUPLQH�GHYHORSPHQW�
OHYHO�� )RU� LQVWDQFH�� GURSRXW� UDWHV� IRU� 6RXWK� $IULFD¶V� SURYLQFHV� DUH� PRUH�
VWURQJO\�LQÀXHQFHG�E\�XQHPSOR\PHQW�DQG�VFKRRO�TXDOLW\�WKDQ�WKH\�DUH�DERXW�
EHLQJ�DEOH� WR�SK\VLFDOO\� DWWHQG� WKH� VFKRRO� LQ�TXHVWLRQ��6LPLODUO\��GXH� WR� WKH�
FRXQWU\¶V� UHODWLYH� VXFFHVVHV� LQ�+,9�DZDUHQHVV�HGXFDWLRQ�DQG�FRQWUDFHSWLYHV�
GLVWULEXWLRQ�� WUDQVPLVVLRQ� UDWHV� DUH� QRZ�PRUH� GHSHQGHQW� XSRQ� SRSXODWLRQ�
GHQVLWLHV�DQG�VRFLRHFRQRPLF� IDFWRUV� WKDQ� WKH\�DUH�DFFHVV� WR�KHDOWK� VHUYLFHV��
+RZHYHU��WKLV�¿QGLQJ�PD\�QRW�DSSO\�WR�RWKHU�QDWLRQV�

'XH�WR�GL̆HUHQFHV�LQ�WKH�GDWD�DYDLODEOH��HDFK�LQGLFDWRU�ZDV�DQDO\]HG�LQ�
D�YDULHW\�RI�ZD\V��9LROHQW�FULPH�VWDWLVWLFV��SURYLGHG�E\�WKH�JRYHUQPHQW��DOORZHG�
IRU�WKH�FRQGXFWLRQ�RI�UHJUHVVLRQ�DQDO\VHV��6XUYH\�GDWD�IRU�VFKRRO�GURSRXW�UDWHV�
DOORZHG� IRU� D�PL[HG�PHWKRGV� DQDO\VLV� XVLQJ�TXDOLWDWLYH�GDWD� IRU� FRUUHODWLRQ�
WHVWV��'XH� WR� WKH� SULYDWH� QDWXUH� RI� GDWD� FROOHFWLRQ� IRU�+,9�$,'6� UDWHV�� RQH�
SDUWLFXODU�FLW\¶V�SROLFLHV�DUH�DQDO\]HG�LQ�RUGHU�WR�DVFHUWDLQ�ZKHWKHU�WKH\�EHOLHYH�
WUDQVPLVVLRQ�UDWHV�D̆HFW�VSDWLDO�SRSXODWLRQV�GL̆HUHQWO\�

 
'DWD�$QDO\VLV

Crime
� &ULPH� LV� SDUWLFXODUO\� SHUWLQHQW� SUREOHP� IRU� FLWLHV� DV� SRSXODWLRQV�

DUH� IUHTXHQWO\� WLJKWO\� FRQ¿QHG� \HW� VWDUNO\� VSOLW� LQWR� FRPPXQLWLHV� EDVHG� RQ�
HFRQRPLF�VWUDWD��$V�FULPH�DQG�XUEDQL]DWLRQ�DUH�VWURQJO\�UHODWHG��FULPLQRORJ\�
DV� D� GLVFLSOLQH� WHQGV� WR� DFNQRZOHGJH� FLW\� YDULDWLRQV� LQ� GDWD� PXFK� EHWWHU�
WKDQ� VRFLDO� VFLHQFH�� $V� HDUO\� DV� WKH� ��WK� FHQWXU\�� WKHRUHWLFLDQV� *XHUU\� DQG�
4XHWHOHW�REVHUYHG�WKDW�FULPH�UDWHV�ZHUH�XQHYHQ�DFURVV�ORFDWLRQDO�VSDFHV��ZLWK�
D�KLJKHU�FRQFHQWUDWLRQ�RI� FULPH� LQ�XUEDQ�GZHOOLQJV� �%UXLQVPD��������0RUH�
UHFHQWO\�� UHVHDUFKHUV� KDYH� SDLG� UHQHZHG� DWWHQWLRQ� WR� WKHLU�ZRUN�� UH�YLVLWLQJ�
WKH�LPSRUWDQFH�RI�FLW\�VSHFL¿F�PHDVXUHV�DV�VHULRXV�FULPHV��VXFK�DV�KRPLFLGH��
UREEHU\��UDSH��DQG�DVVDXOW��DUH�EHFRPLQJ�GLVSURSRUWLRQDWHO\�FRQFHQWUDWHG�LQ�
FLWLHV��%DOOHQWLQH�������*UDKP��������

$V�FRQVHTXHQFH�RI�ERWK�GHQVLW\�DQG�HFRQRPLF�VWUDWL¿FDWLRQ��FLWLHV�DOVR�
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R̆HU�VRPH�RI�WKH�ZRUVW�H[DPSOHV�RI�UHODWLYH�GHSULYDWLRQ��5HODWLYH�GHSULYDWLRQ�
LV� WKH� SKHQRPHQRQ� ZKHUH� DQ� LQGLYLGXDO� WHQGV� WR� HYDOXDWH� WKHLU� ZHOOEHLQJ�
UHODWLYH� WR� RWKHUV� LQ� WKH� VDPH� HQYLURQPHQW� �%DUDVK� ������� 'XH� WR� 6RXWK�
$IULFD¶V�OLQJHULQJ�VSDWLDO�GLVWULEXWLRQ�RI�SRVW�$SDUWKHLG�FLWLHV��WKH�XUEDQ�SRRU�
SUHGRPLQDWHO\� OLYH� RQ� WKH� XUEDQ� RXWVNLUWV�� 7KLV� FUHDWHV� XUEDQ� KRWVSRWV� IRU�
UHODWLYH�GHSULYDWLRQ��7KH�VRFLDO�VWUDWL¿FDWLRQ�SHUVSHFWLYH��ZKLFK�DVVHUWV�FULPH�
LV� UHODWHG� WR� HFRQRPLF� FRQGLWLRQV�� FDQ� DOVR� EH� SXW� IRUWK� DV� EHLQJ� HVSHFLDOO\�
UHOHYDQW� JLYHQ� 6RXWK� $IULFD¶V� XQHPSOR\PHQW� UDWH� RI� ������ �*UDKP� �������
$GGLWLRQDOO\� WKHUH� H[LVWV� D� VWURQJ� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� D� FLW\¶V� VL]H�
DQG�LWV�UHSRUWHG�OHYHO�RI�FULPH��,Q�IDFW��GLVWLQJXLVKLQJ�EHWZHHQ�VPDOO�DQG�ODUJH�
FLWLHV�KDV�EHHQ�³D�PXFK�PRUH�LPSRUWDQW�>GHVFULSWLYH@�IDFWRU�WKDQ�WKH�UHJLRQ�
ZKHUH�WKHVH�FLWLHV�ZHUH�ORFDWHG�´��*UDKP�����������

'DWD� SXEOLVKHG� E\� WKH� 6RXWK� $IULFDQ� JRYHUQPHQW� RQ� FULPH� UDWHV�
LV�RQO\�SURGXFHG� UHJLRQDOO\��7KH�6RXWK�$IULFDQ�3ROLFH�'HSDUWPHQW�GLG�R̆HU�
FULPH�GDWD�WKDW�ZDV�FLW\�VSHFL¿F��KRZHYHU��WKHUH�H[LVWHG�QR�UHSRUWV�IURP�WKH�
JRYHUQPHQW� RQ� SRSXODWLRQ� ¿JXUHV�� 7KHVH� GDWD� ZLOO� EH� XWLOL]HG� WR� SURYLGH� D�
ZLQGRZ� LQWR� UHJLRQDO� GL̆HUHQFHV�� JLYLQJ�XV� FLW\�VSHFL¿F� FULPH� UDWHV� DJDLQVW�
which to measure. 

7R�DVVHVV�WKH�FODLP�WKDW�FULPH�LV�PRVW�LQWHQVH�LQ�KLJKO\�GHQVH�DUHDV�
GXH� WR� UHODWLYH� GHSULYDWLRQ� IDFWRUV�� RQO\� FULPHV� WKDW� SRWHQWLDOO\� FRXOG� EH�
MXVWL¿HG� E\� HFRQRPLF� DQG�RU� VRFLDO� JULHYDQFHV� ZHUH� DQDO\]HG�� 6XFK� FULPHV�
LQFOXGHG�PXUGHU�DQG�DWWHPSWHG�PXUGHU��DVVDXOW�ZLWK�LQWHQW�WR�LQÀLFW�ERGLO\�
KDUP��UREEHU\��DUVRQ��EXUJODU\��WKHIW�DQG�PDOLFLRXV�GDPDJH�WR�SURSHUW\��&ULPH�
VWDWLVWLFV�DUH�EURNHQ�GRZQ�E\�ERWK�SURYLQFH�DV�ZHOO�DV�FLW\�ZKHQ�DYDLODEOH�IURP�
WKH�6RXWK�$IULFDQ�'HSDUWPHQW�RI�3ROLFH��

7R� DGHTXDWHO\� FRPSDUH� FULPH� UDWHV�� SRSXODWLRQ� GDWD� RQ� WKHVH�
UHVSHFWLYH�UHJLRQV�DQG�FLWLHV�ZDV�DOVR�UHTXLUHG��3RSXODWLRQ�UDWHV�DUH�EURNHQ�
GRZQ� E\� SURYLQFH� ZKHQ� DYDLODEOH� E\� WKH� 6RXWK� $IULFDQ� 6WDWLVWLFDO� %XUHDX�
EXW� SXEOLVKHG� GDWD� RQ� FXUUHQW� SRSXODWLRQ� ¿JXUHV� IRU� FLWLHV� ZDV� QRW� IRXQG��
3RSXODWLRQ�GDWD�DOVR�YDULHG�JUHDWO\�E\�VRXUFH�DQG�LV�D�SRWHQWLDO�FRQIRXQGLQJ�
YDULDEOH�LQ�WKH�DQDO\VLV��

7KH� SURYLQFHV� LQ� 6RXWK� $IULFD� ZHUH� WKHQ� PHDVXUHG� WR� GHWHUPLQH�
ZKHWKHU� D� ODUJHU� SRSXODWLRQ� ZRXOG� LQFUHDVH� D� UHJLRQ¶V� RYHUDOO� FKDQFHV� RI�
H[SHULHQFLQJ�FULPH��$�SURYLQFH¶V�FULPH�UDWH�ZDV�QRW�IRXQG�WR�EH�LQGLFDWLYH�RI�
LWV�SRSXODWLRQ�VL]H��)LJXUH����
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)LJXUH����3URYLQFH�3RSXODWLRQ�YHUVXV�2FFXUUHQFH�RI�6HULRXV�&ULPH

7KLV�¿QGLQJ�VXSSRUWV�WKLV�VWXG\¶V�FODLP�UHJDUGLQJ�WKH�QDWXUH�RI�FULPH�LQ�
FLWLHV��PDLQO\�WKDW�SURYLQFLDO�OHYHO�GDWD�LV�QRW�FRQGXFLYH�WR�GHWHUPLQH�FLW\�OHYHO�
FULPH�UDWHV��DV�SURYLQFHV�RIWHQ�FRQWDLQ�PDQ\�FLWLHV�DV�ZHOO�DV�UXUDO�DUHDV��7KH�
FDVH�RI�*DXWHQJ�SURYLGHV�D�VWURQJ�H[DPSOH�RI�WKLV�SKHQRPHQRQ¶V�LPSRUWDQFH��
*DXWHQJ¶V�WRWDO�FULPH�UDWH�LV�QRW�YHU\�XVHIXO� LI�RQH�FRQVLGHUV�WKDW�¿YH�RXW�RI�
WHQ�RI�WKH�FRXQWU\¶V�PRVW�SRSXORXV�FLWLHV�IDOO�ZLWKLQ�WKLV�RQH�SURYLQFH��$�KLJK�
FULPH�UDWH�RI�DQ\�RQH�RI�WKHVH�FLWLHV�ZRXOG�GLVSURSRUWLRQDWHO\�VNHZ�*DXWHQJ¶V�
GDWD�LQ�UHODWLRQ�WR�RWKHU�SURYLQFHV��VXFK�DV�/LPSRSR��ZKLFK�KDV�D�ODUJH�UXUDO�
SRSXODWLRQ�\HW�FRQWDLQV�QR�PDMRU�FLWLHV��

� &LW\�GDWD�ZDV�WKHQ�WHVWHG�LQ�RUGHU�WR�VHH�LI�LW�GL̆HUHG�IURP�WKH�
SURYLQFLDO�¿QGLQJV��.HHSLQJ�ZLWK�HDUOLHU�¿QGLQJV�WKDW�D�ODUJHU�FLW\�KDV�KLJKHU�
OHYHOV�RI�FULPH��6RXWK�$IULFD¶V�WKUHH�PRVW�SRSXORXV�FLWLHV��-RKDQQHVEXUJ��&DSH�
7RZQ��DQG�'XUEDQ��ZHUH�¿UVW�DQDO\]HG� �*UDKP��������7KUHH�PLGGOHZHLJKW�
FLWLHV��3RUW�(OL]DEHWK��3LHWHUPHULW]EXUJ��DQG�7HPELVD��ZHUH�DOVR� LQFOXGHG� LQ�
WKH�VDPSOH��+LJKHU�SRSXODWLRQ�ZDV�QRW�FRUUHODWHG�ZLWK�KLJKHU�FULPH�UDWHV���6HH�
)LJXUH�����

)LJXUH����6RXWK�$IULFDQ�&LW\�&ULPH�5DWHV�YHUVXV�3RSXODWLRQ�6L]H����

FLW\�VDPSOH�

7KHVH�¿QGLQJV�DUH�QRW�FRQVLVWHQW�ZLWK�WKH�RULJLQDO�FODLP��5DWKHU��WKHVH�
GDWD�LQGLFDWH�WKH�VPDOOHU�D�FLW\�LV��WKH�PRUH�OLNHO\�LW�LV�WR�H[SHULHQFH�FULPH�
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:KLOH� QRW� VXSSRUWLYH� RI� WKLV� VWXG\¶V� FODLPV�� WKHVH� ¿QGLQJV� SURYLGH�
DYHQXHV� IRU� IXWXUH� UHVHDUFK�� 7KH� RYHU�DUFKLQJ� PHDQLQJ� RI� WKHVH� ¿QGLQJV�
SURYHV� WKDW� FLW\� GDWD� LV� HVVHQWLDO� WR� XQGHUVWDQGLQJ� FULPH� UDWHV�� 7KH� JUHDW�
GLVSDULW\�EHWZHHQ�WKHVH�WZR�OHYHOV�RI�PHDVXUHPHQW�UHSUHVHQWV�KRZ�LPSRUWDQW�
FLW\�GDWD�LV�IRU�FULPLQRORJ\�VWXGLHV��DV�SURYLQFLDO�GDWD�LQ�QR�ZD\�LQGLFDWHV�FLW\�
OHYHO�FRQGLWLRQV��

$GGLWLRQDOO\�� WKH� RYHUDOO� ODFN� RI� GDWD� IRU� FLWLHV�� LQ� SDUWLFXODU�
PLGGOHZHLJKW� FLWLHV�� LV� GHWULPHQWDO� WR� DQ\� YDOLG� UHVHDUFK� RQ� GHYHORSPHQW��
(YHQ�GDWD�IRU�SRSXODWLRQ�VL]H�DW�WKLV�OHYHO�ZDV�ODFNLQJ��:KHQ�LW�ZDV�DYDLODEOH��
WKH� GL̆HUHQFH� LQ� SRSXODWLRQ� ¿JXUHV� EHWZHHQ� VRXUFHV� FRQIRXQGHG� DFFXUDWH�
DQDO\VLV�� ,I� WKH� VHFRQG� VRXUFH�RI�SRSXODWLRQ�GDWD�ZHUH� DFFXUDWH�� RXU� UHVXOWV�
VXJJHVW� WKDW�SUHYLRXV�¿QGLQJV�E\�VFKRODUV�DUH�QR� ORQJHU�UHOHYDQW�IRU�WRGD\¶V�
FULPH�SDWWHUQV�LQ�VSHFL¿F�FLWLHV��,I�WKH�GDWD�ZHUH�LQDFFXUDWH��WKHQ�RXU�¿QGLQJV�
ZRXOG�OLNHO\�KDYH�GLYHUJHG�VLJQL¿FDQWO\��SRWHQWLDO�OHDGLQJ�WR�IXUWKHU�DYHQXHV�
of research.

(GXFDWLRQ�DQG�6FKRRO�$WWHQGDQFH
(GXFDWLRQ�LV�DQRWKHU�YLWDO�DVSHFW�RI�GHYHORSPHQW��DV�D�FKLOG¶V�OHYHO�RI�

HGXFDWLRQ�KDV� ORQJ�ODVWLQJ� LPSOLFDWLRQV� RQ� JHQHUDO� TXDOLW\� RI� OLIH��$GYDQFHV�
LQ�HGXFDWLRQ��DQG�LQ�SDUWLFXODU�IHPDOH�HGXFDWLRQ��KDYH�EHHQ�RQH�RI�WKH�ODUJHVW�
VXFFHVVHV�IRU�GHYHORSPHQW�RI�WKH�SDVW�FHQWXU\��6LQFH�������QR�FRXQWU\�KDV�VHHQ�
GHFOLQHV�LQ�OLWHUDF\�UDWHV�RU�\HDUV�RI�VFKRROLQJ��0RUHRYHU��RQFH�RQH�JHQHUDWLRQ�
LV�HGXFDWHG��LW�LV�KLJKO\�XQOLNHO\�WKHLU�FKLOGUHQ�ZLOO�QRW�UHFHLYH�WKH�VDPH��LI�QRW�
KLJKHU��OHYHO�RI�HGXFDWLRQ��81'3�³7KH�$GYDQFH�RI�3HRSOH´��������

<HW� SUREOHPV� ZLWK� HGXFDWLRQ� DUH� VWLOO� ZLGHVSUHDG�� ,Q� $IULFD� DORQH�
PRUH�WKDQ�����RI�VWXGHQWV�ZLOO�GURS�RXW�RI�EHIRUH�FRPSOHWLQJ�SULPDU\�VFKRRO��
PDNLQJ� WKH�0LOOHQQLXP� 'HYHORSPHQW� *RDO� RI� XQLYHUVDO� SULPDU\� HGXFDWLRQ�
LPSRVVLEOH�WR�DFKLHYH��8QLWHG�1DWLRQV��������,Q�DGGLWLRQ��HGXFDWLRQ�UDWHV�DQG�
DFFHVVLELOLW\� DUH�KLJKO\� VNHZHG� LQ� IDYRU�RI�XUEDQ�DUHDV�� ,Q� HYHU\�GHYHORSLQJ�
FRXQWU\��XUEDQ�DUHDV�HTXDWH�WR�PRUH�DQG�EHWWHU�VFKRROV��ORFDWHG�ZLWKLQ�VKRUWHU�
UHDFKHV�RI�WKH�WDUJHW�SRSXODWLRQ��

6FKRRO� DWWHQGDQFH� UDWHV� DUH� DOVR� KLJKHU� LQ� XUEDQ� DUHDV�� 2XW� RI� ���
$IULFDQ� FRXQWULHV� VWXGLHG�� HYHU\�RQH�KDV�KLJKHU� VFKRRO� HQUROOPHQW� LQ�XUEDQ�
DUHDV� DQG� JHQHUDOO\� PRUH� HYHQ� JLUO�WR�ER\� UDWLRV� �6DKQ� DQG� 6WLHIHO� �������
&LWLHV�DOVR�R̆HU�EHWWHU�RSSRUWXQLWLHV�IRU�WKRVH�ZKR�DUH�HGXFDWHG��ZLWK�D�FKLOG¶V�
UDWH�RI�VFKRROLQJ�SRVLWLYHO\�FRUUHODWHG�ZLWK�IXWXUH�RFFXSDWLRQ�OHYHO�DQG�ZDJHV�
�%DUQXP�DQG�6DERW��������

$GGLWLRQDOO\�� WKHUH� LV�D�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�RQH¶V�HGXFDWLRQ�
OHYHO� DQG� WKH�SURSHQVLW\� WR�PLJUDWH� WR�XUEDQ�DUHDV� �,ELG���� ,QGLYLGXDOV�ZLWK�
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KLJKHU� HGXFDWLRQ� OHYHOV� DUH� PRUH� OLNHO\� WR� PLJUDWH� WR� FLWLHV�� ZKLOH� WKRVH�
DOUHDG\� OLYLQJ� LQ�D�FLW\�DUH�PRUH� OLNHO\� WR�DWWHQG�VFKRRO� IRU�D� ORQJHU�DPRXQW�
RI�WLPH��(VVHQWLDOO\�XUEDQ�DUHDV�DWWUDFW��DQG�WKHQ�UHWDLQ�D�FRXQWU\¶V�HGXFDWHG�
SRSXODWLRQ�� 8UEDQL]DWLRQ� LV� VHHQ� DV� EHLQJ� WKH� ³NH\� SRVLWLYH� LQÀXHQFH� RQ�
FKDQJHV� LQ�HGXFDWLRQ�DQG� LQFRPH�� FRQ¿UPLQJ�DQ�HVWDEOLVKHG�¿QGLQJ�RQ� WKH�
YLWDO�UROH�RI�FLWLHV�LQ�WUDQVPLWWLQJ�LGHDV´��81'3�³7KH�$GYDQFH�RI�3HRSOH´�������
�����

<HW�XUEDQ�LQHTXDOLW\�LQ�$IULFD�JURZV�DW�DODUPLQJ�UDWHV��8UEDQL]DWLRQ�
UDWHV� LQ�GHYHORSLQJ� FRXQWULHV� RIWHQ�RXWSDFH� FLWLHV¶� LQFUHDVHV� LQ� HPSOR\PHQW�
DQG� SURGXFWLRQ�� OHDGLQJ� WR� KLJKHU� XQHPSOR\PHQW� UDWHV�� 3ROLF\� PDNHUV�
IUHTXHQWO\�RYHUORRN�RWKHU�XQH[SHFWHG�UHVXOWV�RI�XUEDQL]DWLRQ��LQFOXGLQJ�XUEDQ�
PDOQXWULWLRQ�DQG�IRRG�LQVHFXULW\��7KXURZ�DQG�.LOPDQ��������7KHVH�QHJDWLYH�
FRQVHTXHQFHV�DUH�GHWULPHQWDO�WR�XUEDQ�HGXFDWLRQ�UDWHV�

�,Q�6RXWK�$IULFD��FLW\�PXQLFLSDOLWLHV�DUH�RIWHQ�WRR�ZHDN�DQG�XQGHUIXQGHG�
WR�SURYLGH� WKH�VHUYLFH�GHOLYHU\�QHFHVVDU\� IRU� LQFUHDVHG�SRSXODWLRQ�QXPEHUV��
,QGLYLGXDOV� PLJUDWLQJ� IURP� UXUDO� DUHDV� ORRNLQJ� IRU� EHWWHU� RSSRUWXQLWLHV�
DUH� IUHTXHQWO\� XQDEOH� WR� D̆RUG� WKH� LQFUHDVHG�KRXVLQJ� FRVWV� DVVRFLDWHG�ZLWK�
PRYLQJ� WR� D� FLW\�� 7KH\� IUHTXHQWO\� UHORFDWH� WR� LQIRUPDO� VHWWOHPHQWV� DORQJ�
FLW\� SHULSKHULHV�� FRPSULVHG� RI� ³H[�:KLWH´� QHLJKERUKRRGV� H[LVWLQJ� VLQFH� WKH�
$SDUWKHLG� HUD�� 7KHVH� LQIRUPDO� VHWWOHPHQWV� DWWUDFW� WKH� ODUJHVW� SHUFHQWDJH� RI�
WKH�XUEDQL]LQJ�SRSXODWLRQ��\HW�GXH�WR�WKHLU�LQIRUPDO�QDWXUH��DUH�RIWHQ�XQGHU�
UHJXODWHG�E\�WKH�ODUJH�FLW\�GLVWULFWV�WKH\�IDOO�XQGHU��

,Q� WHUPV�RI� HGXFDWLRQ�� WKHVH�DUHDV�DUH� FKDUDFWHUL]HG�E\�SRRU� VFKRRO�
LQIUDVWUXFWXUH��KLJK�VHFRQGDU\�VFKRRO�GURSRXW�UDWHV��DQG�KLJK�XQHPSOR\PHQW�
UDWHV�� ,QWHUHVWLQJO\�� WKH� DYHUDJH� OHYHO� RI� HGXFDWLRQ� LQ� WKHVH� LQIRUPDO� XUEDQ�
DUHDV� LV� FORVHU� WR� UXUDO� FRPPXQLWLHV� WKDQ� WKHLU� FLW\�FHQWHU� FRXQWHUSDUWV��
'HVSLWH�GUDVWLF�GL̆HUHQFHV�EHWZHHQ�UXUDO�DQG�XUEDQ��DQG�HYHQ�XUEDQ�WR�XUEDQ�
OHYHOV��HGXFDWLRQ�SROLFLHV�GR�QRW�GL̆HUHQWLDWH�EHWZHHQ�6RXWK�$IULFD¶V�³GXDOLVWLF�
VFKRROLQJ�V\VWHPV�´�$GHTXDWH�UHVHDUFK�RQ�D�FLW\�VSHFL¿F�EDVLV�LV�NH\�WR�FUHDWLQJ�
PHDQLQJIXO�SROLF\�UHFRPPHQGDWLRQV�ZLWK�ORQJ�UXQ�LPSOLFDWLRQV��\HW�FROOHFWLRQ�
RI�WKLV�GDWD�LV�VHYHUHO\�XQGHUIXQGHG�LQ�6RXWK�$IULFD���6SDXOO������

6LQFH�FLW\�VSHFL¿F�GDWD�ZDV�DJDLQ�LQFRPSOHWH��SURYLQFLDO�GDWD�EDVHG�RQ�
WKH�EHKDYLRU�RI�VFKRROFKLOGUHQ�ZDV�XVHG�IRU�DQDO\VLV��0HDVXUHV�RI�HGXFDWLRQ�
OHYHOV� E\� SURYLQFH� ZHUH� DGDSWHG� IURP� WZR� VXUYH\V�� WKH� *HQHUDO�+RXVHKROG�
6XUYH\��*+6���DQG�WKH�6XUYH\�RI�$FWLYLWLHV�RI�<RXQJ�3HRSOH��ERWK�FRPPLVVLRQHG�
E\�WKH�6RXWK�$IULFDQ�JRYHUQPHQW��

7KH�6XUYH\�RI�$FWLYLWLHV�RI�<RXQJ�3HRSOH�ORRNHG�DW�KRZ�FKLOGUHQ������
\HDUV�ROG�GLYLGHG�WKHLU�WLPH�EHWZHHQ�FRPELQDWLRQV�RI�ZRUN��KRXVHKROG�FKRUHV��
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DQG�VWXG\LQJ��2XW�RI�DOO�SURYLQFHV��(DVWHUQ�&DSH�KDG�WKH�KLJKHVW�QXPEHU�RI�
VWXGHQWV�ZKR�UHSRUWHG�KDYLQJ�QR�WLPH�WR�GHGLFDWH�WRZDUGV�VWXG\��7KH�SURYLQFH�
DOVR�KDG�WKH�KLJKHVW�SHUFHQWDJH�RI�VWXGHQWV�ZKR�GURSSHG�RXW�RI�VFKRRO��6HH�
)LJXUH�����

Priovince Total Population 
(thousands)

Job, Chores, no 
study

% Dropped 
Out

KwaZulu-Natal 2628 54 2.1

Eastern 1714 59 3.4

Mpumalanga 894 7 0.9

Gauteng 1848 25 1.3

North West 732 25 2

Free State 599 16 2.7

Limpopo 1361 24 1.8

Western Cape 998 18 2.9

Northern 230 5 2.3

11004 223 2.1

)LJXUH����6FKRRO�'URS�2XW�5DWHV�E\�3URYLQFHV

+RZHYHU��ZKHQ�DVVHVVLQJ�WKH�UHODWLRQVKLS�IRU�DOO�RI�WKH�SURYLQFHV��WKH�
WZR�YDULDEOHV�DUH�QRW�VWURQJO\�FRUUHODWHG��2I�WKH�VWXGHQWV�LQYROYHG�LQ�HFRQRPLF�
DFWLYLW\������ZHUH�LQYROYHG�LQ�WKH�SURGXFWLRQ�RI�JRRGV�DQG�VHUYLFHV�IRU�WKHLU�
RZQ�KRXVHKROG��)RU�WKRVH�ZKR�ZRUNHG�LQ�LQGXVWULHV��������ZHUH�LQYROYHG�LQ�
WUDGH�� $GGLWLRQDOO\�� LI� FKLOGUHQ� UHSRUWHG� ZRUNLQJ� IRU�PRUH� WKDQ� ��� KRXUV� D�
ZHHN�� WKH\�ZHUH� RYHUZKHOPLQJO\� HPSOR\HG� LQ� WUDGH� �6WDWLVWLFV� 6RXWK�$IULFD�
������� 7KH� UHSRUW� GLG� QRW� LQGLFDWH�ZKDW� W\SHV� RI� MREV�ZHUH� DVVRFLDWHG�ZLWK�
WKH�WUDGH�LQGXVWU\��7KLV� OLPLWDWLRQ�ZDV�GLVDSSRLQWLQJ��DV�LW�ZRXOG�KDYH�EHHQ�
LQWHUHVWLQJ�WR�GHWHUPLQH�ZKHWKHU�WKHVH�MREV�ZHUH�PDLQO\�XUEDQ�EDVHG�

7KH�PRVW� LQWHUHVWLQJ�GDWD� IURP�WKLV�UHSRUW�ZDV�ZKDW�ZDV� OHIW�RXW�RI�
LW�� )RU� H[DPSOH�� WKH� UHSRUW� LQGLFDWHG� LQGLYLGXDOV� ZLWKRXW� IRUPDO� HGXFDWLRQ�
ZHUH� PRVW� SUHYDOHQW� LQ� WKH� /LPSRSR� ��������� 0SXPDODQJD� �������� DQG�
1RUWKHUQ� &DSH� �������� SURYLQFHV� �6WDWLVWLFV� 6RXWK� $IULFD� �*+6��� �������
7KLV� LV� LPSRUWDQW�FRQVLGHULQJ�QRQH�RI�WKHVH�SURYLQFHV� LQFOXGH�RQH�RI�WKH����
PDMRU�FLWLHV�LQ�WKH�FRXQWU\��2QO\�RQH�RWKHU�SURYLQFH�GRHV�QRW�LQFOXGH�VXFK�D�
FLW\²(DVWHUQ�&DSH²DQG�WKDW�SURYLQFH�KDV�WKH�KLJKHVW�QDWLRQDO�GURSRXW�UDWH��
7KLV� UHYHODWLRQ� VXJJHVWV� WKDW� DQ� LQGLYLGXDO�ZLOO� WHQG� WR�KDYH� ORZHU� OHYHOV� RI�
HGXFDWLRQ�LI�WKH\�GR�QRW�OLYH�QHDU�D�FLW\��

<HW�VXFK�REVHUYDWLRQV�DUH�LPSRVVLEOH�WR�SUHGLFW�IRU�WKHVH�DUHDV��DV�FLW\�
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GDWD�LV�QRW�DYDLODEOH�IRU�WHVWLQJ��,W�LV�PRVW�LQWHUHVWLQJ�WKDW�WKH�UHSRUW��ZULWWHQ�
E\�WKH�6RXWK�$IULFDQ�JRYHUQPHQW��GRHV�QRW�DFNQRZOHGJH�WKLV��$QRWKHU�VLPLODU�
RYHUVLJKW�RFFXUUHG�LQ�WKH�$FWLYLWLHV�RI�<RXQJ�3HRSOH�6XUYH\��2XW�RI�WKRVH�ZKR�
GLG�QRW�DWWHQG�VFKRRO��³D�ODFN�RI�PRQH\´�ZDV�WKH�PRVW�IUHTXHQW�H[SODQDWLRQ��
7KH� VHFRQG�PRVW� IUHTXHQW� FRQVWUDLQW� ZDV� WKDW� WKH� LQGLYLGXDO� KDG� WR� ZRUN��
HLWKHU�DW�KRPH�RU�LQ�D�EXVLQHVV��,QGLYLGXDOV�LQ�*DXWHQJ���������DQG�:HVWHUQ�
&DSH���������PRVW�IUHTXHQWO\�FLWHG�ZRUNLQJ�DV�D�UHDVRQ�WKH\�GURSSHG�RXW�RI�
VFKRRO��2QFH�DJDLQ��WKH�UHSRUW�IDLOV�WR�DFNQRZOHGJH�WKDW�WKHVH�WZR�SURYLQFHV�
FRQWDLQ�E\�IDU�WKH�ODUJHVW�XUEDQ�SRSXODWLRQV�IRU�WKH�FRXQWU\�

:RUNLQJ�LQ�D�EXVLQHVV�LQ�RUGHU�WR�VXSSRUW�RQH¶V�IDPLO\�PD\�JLYH�XV�D�
ZLQGRZ�LQWR�ZK\�VWXGHQWV�LQ�XUEDQ�ORFDWLRQV�GURS�RXW�RI�VFKRRO��7KH�DELOLW\�WR�
KDYH�DQ�RXW�RI�KRPH�MRE��HVSHFLDOO\�LQ�WUDGH��LV�VXEVWDQWLDOO\�KLJKHU�IRU�XUEDQ�
WKDQ� UXUDO� DUHDV�� $OWHUQDWLYHO\�� LI� XQHPSOR\PHQW� LV� LQFUHDVLQJ� LQ� FLWLHV� DQG�
IDPLOLHV�FDQQRW�¿QG�MREV�WR�VXSSRUW�WKHPVHOYHV��WKHQ�WKRVH�UHSRUWLQJ�D�³ODFN�RI�
PRQH\´�DV�WKH�UHDVRQ�IRU�GURSSLQJ�RXW�RI�VFKRRO�ZLOO�DOVR�EH�FHQWUDOL]HG�DURXQG�
XUEDQ�DUHDV��$�SRWHQWLDO� H[DPSOH�RI� WKLV� FRXOG�EH�*DXWHQJ��ZKHUH�������RI�
VWXGHQWV�VDLG�WKH\�ZHUH�QRW�DWWHQGLQJ�VFKRROV�EHFDXVH�WKH\�FRXOG�QRW�SD\�IRU�
VFKRRO�IHHV��,ELG���

0DNLQJ�SURMHFWLRQV�DERXW�DQ�XUEDQ�DUHD¶V� UHODWLRQVKLS�RI� HGXFDWLRQ�
DQG�XQHPSOR\PHQW��EDVHG�RQ�SURYLQFLDO�GDWD��LV�QRW�FRQFOXVLYH��,Q�WKLV�LQVWDQFH��
XQGHUVWDQGLQJ�SURYLQFLDO�GDWD�IDLOV�WR�H[SODLQ�DQ\WKLQJ�DERXW�LWV�FLWLHV��EHVLGHV�
WKH�IDFW�WKDW�LW�LQFOXGHV�DJJUHJDWH�FLW\�OHYHO�GDWD��8VLQJ�SURYLQFLDO�OHYHO�GDWD�WR�
LQIRUP�GHYHORSPHQW�SROLFLHV�DW�WKH�FLW\�OHYHO�ZRXOG�DSSHDU�WR�EH�D�GLVDVWURXV�
FKRLFH�IRU�GHYHORSLQJ�QDWLRQV��

+,9�$,'6
6RXWK� $IULFD¶V� +,9�$,'6� SUHYDOHQFH� UDQNV� DPRQJ� WKH� KLJKHVW� LQ�

WKH� ZRUOG�� +RZHYHU�� WKDQNV� WR� 6RXWK� $IULFD¶V� SURDFWLYH� UHVSRQVH� WR� WKH�
HSLGHPLF��PRVW�UHFHQWO\�ZLWK�LWV�+,9�$,'6�6WUDWHJLF�3ODQ�RI������������WKH�
UDWH�RI�LQFUHDVH�KDV�VLJQL¿FDQWO\�VORZHG�DQG�WKH�LQIHFWLRQ�UDWH�KDV�SHDNHG�DW�
��������7RPOLQVRQ��������<HW�WKHUH�LV�PDUNHGO\�PRUH�WR�EH�GRQH��HVSHFLDOO\�
FRQVLGHULQJ�WKHUH�LV�³QR�VLQJOH�+,9�$,'6�HSLGHPLF�LQ�6RXWK�$IULFD´��81$,'6��
�������EXW�LQVWHDG�WKDW�WKH�GLVHDVH¶V�VSUHDG�LV�GHSHQGHQW�RQ�VLWXDWLRQDO�IDFWRUV�
YDU\LQJ�IURP�UHJLRQ�WR�UHJLRQ��

)RU�6RXWK�$IULFD�DV�D�ZKROH�WKHUH�DUH�D�IHZ�JHQHUDO�WUHQGV��)LUVW��WKHUH�
LV�D�FOHDU�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�+,9�$,'6�DQG�SRYHUW\��DV�ZHOO�DV�ZLWK�
SRRU�DFFHVV�WR�VRFLDO�VHUYLFHV�LQFOXGLQJ�DGHTXDWH�QXWULWLRQ��FDUH��DQG�VXSSRUW�
SURJUDPV��6HFRQG��SUHYDOHQFH�LV�KLJKHVW�IRU�$IULFDQ�IHPDOHV�LQ�WKHLU�HDUO\���V��
OLYLQJ�LQ�LQIRUPDO�VHWWOHPHQWV�LQ�KLJK�SUHYDOHQFH�SURYLQFHV��7RPOLQVRQ��������



Deppa, “On Global Order”

64

7KLUG��LQ�SODFHV�VXFK�DV�.ZD=XOX�1DWDO¶V�LQIRUPDO�XUEDQ�VOXPV��SUHYDOHQFH�LV�
KLJKHU�WKDQ�LQ�IRUPDO�XUEDQ�DUHDV��5DPMHH�HW�DO��������

)XUWKHUPRUH��VSHFLDO�DWWHQWLRQ�WR�FLWLHV�IDFLQJ�WKH�HSLGHPLF�LV�FULWLFDO�
WR� LPSOHPHQWLQJ� VXFFHVVIXO� SUHYHQWLRQ� DQG� WUHDWPHQW� SURJUDPV�� )LUVW��
ZKLOH� XUEDQ� DUHDV� PD\� QRW� DOZD\V� KDYH� WKH� KLJKHVW� SUHYDOHQFH� UDWHV�� WKH\�
DOPRVW� DOZD\V� FDUU\� D�KLJKHU�SUREDELOLW\� RI� FRQWUDFWLQJ� WKH�GLVHDVH��)DFWRUV�
H[DFHUEDWLQJ�+,9�$,'6�WUDQVPLVVLRQ��LQFOXGLQJ�PXOWLSOH�FRQFXUUHQW�SDUWQHUV��
PHQ�WR�PHQ�WUDQVPLVVLRQ��FR�LQIHFWLRQ�ZLWK�RWKHU� � �67,V��DQG�KLJK� OHYHOV�RI�
PLJUDWLRQ��DUH�DOO�PRUH�SUHYDOHQW�LQ�FLWLHV��7RPOLQVRQ�������81$,'6��������
6HFRQG��LQIRUPDO�VHWWOHPHQWV�IUHTXHQWO\�ERUGHULQJ�FLW\�OLQHV�KDYH�SUHYDOHQFH�
UDWHV�DOPRVW�WZLFH�DV�KLJK�DV�IRUPDO�XUEDQ�FRPSOH[HV��7KLUG��LQ�LQIRUPDO�XUEDQ�
DUHDV��ZRPHQ�IUHTXHQWO\�KDYH�D�ODFN�RI�HFRQRPLF�IUHHGRP��HGXFDWLRQ��KHDOWK�
VHUYLFHV��VDQLWDWLRQ��DQG�DELOLW\�WR�QHJRWLDWH�VDIH�VH[�SUDFWLFHV��,ELG���)RXUWK��
VLQFH�FLWLHV�DOVR�VXSSRUW�VLJQL¿FDQWO\�KLJKHU�HGXFDWLRQDO�RSSRUWXQLWLHV��DFFHVV�
WR�KHDOWK�SURIHVVLRQDOV�DQG�UHVRXUFHV��DQG�LQFUHDVHG�VDQLWDWLRQ�IDFLOLWLHV��WKHUH�
DOVR�H[LVWV�D�GLYHUJHQFH�EHWZHHQ�DYDLODELOLW\�DQG�DFFHVV�WR�VHUYLFHV��$FFXUDWHO\�
YLHZLQJ�WKH�+,9�HSLGHPLF�UHTXLUHV�LGHQWLI\LQJ�LQIHFWLRQ�UDWHV�E\�LQ�LQGLYLGXDO�
FLWLHV�� %\� GLYLGLQJ� WKHVH� UHVSHFWLYH� FLWLHV� EDVHG� RQ� VXE�OHYHO� GHPRJUDSKLF�
LQGLFDWRUV��KHDOWK�ZRUNHUV�PD\�EHWWHU� WDUJHW� LQIHFWLRQ� UDWHV�ZKLOH�SURYLGLQJ�
WUHDWPHQW�WR�WKRVH�ZKR�QHHG�LW�

6RXWK�$IULFD�XQGHUVWDQGV�WKH�LPSRUWDQFH�RI�HVWDEOLVKLQJ�FLW\�VSHFL¿F�
+,9�$,'6�VWUDWHJ\�SURJUDPV�WKDW�LQYROYH�WKH�ZRUN�RI�ORFDO�JRYHUQPHQWV�DQG�
PXQLFLSDOLWLHV�� ,Q� &DSH� 7RZQ� DQG� -RKDQQHVEXUJ�� WKRURXJK� SODQV� WDUJHWLQJ�
UHVRXUFH�DOORFDWLRQV�DQG�VHUYLFH�GHOLYHU\�KDYH�EHHQ�SURSRVHG�DQG�VRPH�HYHQ�
SDUWLDOO\� LPSOHPHQWHG�� )RU� H[DPSOH�� WKH� VWUDWHJ\� SODQ� IRU� -RKDQQHVEXUJ�
DFNQRZOHGJHV� SUHYDOHQFH� UDWHV� LQ� WKH� FLW\� DUH� KLJKHU� WKDQ� WKH\� DUH� LQ� WKH�
*DXWHQJ�SURYLQFH� DV� D�ZKROH� DQG�DUH� ³VLJQL¿FDQWO\�KLJKHU´� WKDQ� LQ� WKH� UHVW�
RI� 6RXWK� $IULFD� �6HH� )LJXUH� ��� 7RPOLQVRQ� ������� <HW� WKHUH� LV� D� GL̆HUHQFH�
EHWZHHQ�LGHQWLI\LQJ�D�SUREOHP�DQG�FUHDWLQJ�VWUDWHJLHV�WR�WDUJHW�LW��)RU�SROLF\�
WR�VSXU�JHQXLQH�UHVXOWV��DGHTXDWH�UHVHDUFK�H[DPLQLQJ�KRZ�XUEDQ�SRSXODWLRQV�
XQLTXHO\�H[SHULHQFH�WKH�HSLGHPLF�QHHGV�LQFUHDVLQJ�DWWHQWLRQ�
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)LJXUH����+,9�3UHYDOHQFH�5DWHV�$FURVV�3URYLQFHV�LQ�6RXWK�$IULFD
  
,Q�UHJDUGV�WR�GHYHORSLQJ�D�PRUH�XUEDQ�FHQWULF�DSSURDFK��WKH�¿UVW�VWHSV�

KDYH��DOUHDG\�EHHQ�WDNHQ��0DQ\�SURIHVVLRQDOV�LQYROYHG�LQ�+,9�$,'6�SUHYHQWLRQ�
XQGHUVWDQG� FKDQJH� QHHGV� WR� EH� VSXUUHG� E\� WKH� D̆HFWHG� ORFDO� FRPPXQLWLHV��
+RZHYHU�� WKH� RYHUDOO� ODFN� RI� DWWHQWLRQ� SDLG� WR� WKHVH� ORFDO�PXQLFLSDOLWLHV� LQ�
WKH�¿UVW�SODFH� UHGXFHG� WKHLU�FKDQFHV�RI�H̆HFWLYHO\� LPSOHPHQWLQJ�SUHYHQWLRQ�
VWUDWHJLHV��

+,9�$,'6� SUHYHQWLRQ� XVXDOO\� UHTXLUHV� ODUJH� FKDQJHV� LQ� FLW\�
LQIUDVWUXFWXUH�� ,QFUHDVHG� VDQLWDWLRQ� DQG� ZDWHU� IDFLOLWLHV� PXVW� EH� SURYLGHG��
ZDVWH� UHPRYDO�GHOLYHU\�PXVW�EHFRPH�PRUH� FRRUGLQDWHG�� WUHDWPHQW� IDFLOLWLHV�
PXVW�EH�EXLOW�LQ�DUHDV�WR�VHUYH�DV�ODUJH�D�SRUWLRQ�RI�WKH�SRSXODWLRQ�DV�SRVVLEOH��
DQG�KRXVHKROGV�PXVW�EH�DEOH� WR�SD\� IRU� WKHLU� LQFUHDVHG�KHDOWK�VHUYLFHV��1RW�
RQO\�GRHV�WKLV�PHDQ�JLYLQJ�RXW�PRUH�FRQWUDFHSWLYHV�DQG�PHGLFLQH��WKLV�PHDQV�
FUHDWLQJ�PRUH�MREV��EXLOGLQJ�PRUH�KRXVHV�DQG�IRUPDO�FRPPXQLW\�DUHDV��DQG�
GHOLYHULQJ�KHDOWK�VHUYLFHV�PRUH�ḢFLHQWO\�

�7KHVH�GHYHORSPHQW�SODQV�SODFH�KXJH�GHPDQGV�RQ�ORFDO�JRYHUQPHQWV��
ZKR�VLPSO\�GR�QRW�KDYH�WKH�FDSDFLW\�QRU�IXQGLQJ�WR�PDNH�VXFK�FKDQJHV��$�ODUJH�
SDUW�RI�WKH�EODPH�IRU�ZHDN�PXQLFLSDOLWLHV�LV�DWWULEXWHG�WR�WKH�ZD\�LQ�ZKLFK�WKH\�
KDYH�EHHQ�VWUXFWXUDOO\� LJQRUHG�IRU�VR� ORQJ�� LQ� IDYRU�RI�UHJLRQDO�DQG�QDWLRQDO�
HQWLWLHV��)RU�H[DPSOH��WKH�6RXWK�$IULFDQ�JRYHUQPHQW¶V�1DWLRQDO�6WUDWHJ\�3ODQ�
SURFODLPHG� WKDW� DOO� ORFDO� JRYHUQPHQWV� HQDFW� PDLQVWUHDP�� LQWHJUDWHG� +,9�
$,'6�GHYHORSPHQW�SODQV�ZLWKLQ�WKH�QH[W�¿YH�\HDUV��&HQWUH�)RU�'HYHORSPHQW�
DQG�(QWHUSULVH���<HW�WKH�6RXWK�$IULFDQ�JRYHUQPHQW�IDLOHG�WR�FRQVLGHU�WKDW�WKH�
EXGJHWV�RI�WKHVH�PXQLFLSDOLWLHV�ZHUH�QRW�ODUJH�HQRXJK�WR�HYHQ�UHFRPPHQG��OHW�
DORQH�LPSOHPHQW��VXFK�SURJUDPV��

6RPH� PXQLFLSDOLWLHV� KDYH� EHHQ� PRUH� VXFFHVVIXO� WKDQ� RWKHUV� LQ�
VHUYLFH� GHOLYHU\�� � )RU� H[DPSOH�� WKH� -RKDQQHVEXUJ� PXQLFLSDOLW\� VWDQGV� RXW�
DV� D� NH\� H[DPSOH�RI�SRZHU� DQG� LQÀXHQFH� LQ� JURXQG�OHYHO� LQWHUYHQWLRQV��<HW�
-RKDQQHVEXUJ�DOVR�KDV�WKH�EHQH¿W�RI�]HUR�JURZWK�UDWHV��KLJKHU�UHSRUWLQJ�OHYHOV��
DQG�D�ODUJHU�JRYHUQPHQWDO�FDSDFLW\�WKDQ�PRVW�FLWLHV��&RUULJDQ��������,Q�RUGHU�
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WR�DFKLHYH�VXFK�VXFFHVV�LQ�RWKHU�FLWLHV��VXFK�DV�'XUEDQ��D�FLW\�WKDW�VWLOO�VWUXJJOHV�
ZLWK�D�SUHYDOHQFH�UDWH�RI�DOPRVW������5DPMHH�HW�DO���������SROLF\PDNHUV�PXVW�
FKDQJH�WKH�ZD\�WKH\�YLHZ�ORFDO�OHYHO�FDSDFLW\��:LWK�PRUH�DFFRXQWDEOH�UHSRUWLQJ�
UDWHV�� LQFUHDVHG� FRRUGLQDWLRQ� EHWZHHQ�QDWLRQDO� DQG� ORFDO� JRYHUQPHQWV�� DQG�
YLDEOH�� ORQJ�WHUP�VWUDWHJLHV� IRU� ORFDO�JRYHUQPHQWV��FLWLHV�FDQ�ORZHU� LQIHFWLRQ�
UDWHV�ZKLOH�H[WHQGLQJ�WUHDWPHQW�WR�D�ODUJHU�SRUWLRQ�RI�WKH�D̆HFWHG�SRSXODWLRQ��

'LVFXVVLRQ

7KH�¿HOG�RI�GHYHORSPHQW�VWLOO�IDFHV�PDQ\�FKDOOHQJHV�LQ�WKH�UHDOPV�RI�
TXDOLW\�RI�OLIH��HGXFDWLRQ��DQG�KHDOWKFDUH��DV�GHWDLOHG�LQ�WKH�6RXWK�$IULFDQ�FDVH�
VWXG\��7KLV�GLVFXVVLRQ�VHFWLRQ�LV�GHYRWHG�WR�DVVHVVLQJ�ZKDW�SURJUHVV�KDV�EHHQ�
PDGH�WKXV�IDU�RQ�LQWHJUDWLQJ�FLW\�VSHFL¿F�GDWD�LQWR�WKH�¿HOG�RI� LQWHUQDWLRQDO�
GHYHORSPHQW�

,Q� SROLF\� UHVHDUFK�� %RWK� GRPHVWLF� DV� ZHOO� DV� LQWHUQDWLRQDO� WKLQN�
WDQNV� KDYH� PDGH� KHDGZD\� LQ� XQGHUVWDQGLQJ� KRZ� LQFUHDVLQJO\� LPSRUWDQW�
FLWLHV�DUH�IRU�HFRQRPLF�JURZWK��<HW�DVLGH�IURP�WKH�UHSRUWV�� LW� LV�XQFOHDU�KRZ�
PXFK�DWWHQWLRQ�DQG�LQÀXHQFH�KDV�UHDOO\�EHHQ�JHQHUDWHG��6RXWK�$IULFD¶V�PRVW�
SUHVWLJLRXV�GHYHORSPHQWDO�WKLQN�WDQN��&HQWUH�IRU�'HYHORSPHQW�DQG�(QWHUSULVH�
�&'(��� HVWDEOLVKHG� WKH� QHHG� IRU� LQFUHDVHG� FLW\� LQWURVSHFWLRQ� LQ� ����� �&'(�
³&LWLHV�� 7RZQV� DQG� /RFDO� *RYHUQPHQW´��� &'(� VWUHVVHG� WKH� LPSRUWDQFH� RI�
VWUHQJWKHQLQJ�6RXWK�$IULFD¶V�PDMRU�FLWLHV�DV�PDQ\�VWLOO�³GR�QRW�KDYH�PDQ\�RI�
WKH�QHFHVVDU\�SRZHUV�UHTXLUHG�WR�FRPSHWH�H̆HFWLYHO\�ZLWK�RWKHU�FLWLHV�LQ�WKH�
ZRUOG�HFRQRP\´��%HUQVWHLQ��������<HW�HYHQ�LQ�WKHVH�UHSRUWV��RQO\�WKH�ODUJHVW�
WKUHH�FLWLHV�DUH�DQDO\]HG�DQG�QHYHU�LQ�FRPSDULVRQ�WR�RQH�DQRWKHU�

:KHQ�WKLQN�WDQNV�GR�FRQGXFW�UHVHDUFK�DW�WKH�FLW\�VSHFL¿F�OHYHO��WKH\�
IDLO�WR�DFFRXQW�IRU�RWKHU�IDFWRUV�RI�JURZWK�EHVLGHV�HFRQRPLFV��7KUHH�86�EDVHG�
WKLQN�WDQNV��WKH�0F.LQVH\�*OREDO�,QVWLWXWH��0DUWLQ�3URVSHULW\�,QVWLWXWH��DQG�
$7�.HDUQH\�UHSUHVHQW�LQVWLWXWHV�WKDW�HVSRXVH�DQ�XUEDQ�VSHFL¿F�IRFXV�

0RVW� RI� WKHLU� ZRUN� IRFXVHV� RQ� WKH� 8QLWHG� 6WDWHV�� DQG� VR� ZKHQ�
LQWHUQDWLRQDO� FRXQWULHV� DUH� DQDO\]HG� RQO\� WKHLU� PRVW� SRZHUIXO� FLW\� LV�
UHVHDUFKHG�IRU�HFRQRPLF�SRWHQWLDO��'HVSLWH�VWDWHPHQWV� OLNH�³WKH�ZRUOG�WRGD\�
LV�PRUH�DERXW�FLWLHV�WKDQ�FRXQWULHV�´�IHZ�GHYHORSLQJ�FLWLHV�ZHUH�LQFOXGHG��DQG�
QR�PLGGOHZHLJKW�FLWLHV�DQ\ZKHUH�� LQ�WKHLU�PDLQVWUHDP�DQDO\VLV��$7�.HDUQH\�
�������

3RWHQWLDO� ZDV� RQO\� FODVVL¿HG� DORQJ� HFRQRPLF� DQG� SROLWLFDO� PHDQV��
$GGLWLRQDOO\��QRQH�RI�$7�.HDUQH\¶V�GDWD�ZDV�SXEOLVKHG��VR�WKH�RQO\�LQIRUPDWLRQ�
RQ� FLWLHV� WKDW� FDQ� EH� JDLQHG� LV� IURP� ZKDW� $7� .HDUQH\� VXSSOLHV� WKH� UHDGHU�
JUDSKLFDOO\��:KLOH� DQ� LQGH[� VXFK� DV� WKLV� RQH�PD\� EH� EHQH¿FLDO� WR�PDQ\� LQ�
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WKH�EXVLQHVV�ZRUOG�� WKHVH� WKLQN�WDQNV�UHSHDWHGO\� IDLO� WR�JHQHUDWH�VXEVWDQWLDO�
NQRZOHGJH�IRU�XS�DQG�FRPLQJ�FLWLHV��:KHQ�RQH�LV�DEOH�WR�SLFN�RXW�LQIRUPDWLRQ�
IRU�D�VFDQW�IHZ�GHYHORSLQJ�FLWLHV��WKLV�LQIRUPDWLRQ�LV�GHFHQWUDOL]HG��HFRQRPLF�
LQ�IRFXV��DQG�ZLWKRXW�DFFHVVLEOH�UDZ�GDWD�

,Q� WKH� QRQ�SUR¿W� DUHQD�� QRQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� VXFK� DV�
*OREDO�:DWHU�DQG�2[IDP�RYHUZKHOPLQJO\�EDVH�SURMHFWV�RQ�WKH�FRXQWU\�OHYHO��
8QGHU�WKH�³6RXWK�$IULFD´�FRXQWU\�SDJH��DOO�RI�2[IDP¶V�ZRUN�LV�WLWOHG�³&OLPDWH�
&KDQJH�LQ�6RXWK�$IULFD´��³+HOSLQJ�ZRPHQ�IDUPHUV�LQ�6RXWK�$IULFD´�DQG�³+,9�
$,'6� LQ� 6RXWK� $IULFD�´� HYHU\WKLQJ� LV�PHDVXUHG� LQ� DJJUHJDWH�� JHQHUDO� WHUPV�
�2[IDP� ,QWHUQDWLRQDO��� $� FORVHU� H[DPLQDWLRQ� RI� WKHVH� SURMHFWV� RQO\� FODUL¿HV�
WKDW�SURMHFWV�RFFXUUHG�³LQ�6RXWK�$IULFD¶V�1RUWK�:HVW�3URYLQFH´�RU�WKDW�2[IDP�
SURYLGHG�VXSSRUW�IRU�³IDPLOLHV�LQ�IRXU�YLOODJHV´��2[IDP�,QWHUQDWLRQDO���*OREDO�
:DWHU�LV�PXFK�WKH�VDPH��7KHLU�6RXWK�$IULFDQ�SUR¿OH�SDJH�RQO\�H[SODLQV�WKDW�
VKDOORZ�ZHOO� UHFRQVWUXFWLRQ� RFFXUUHG� LQ� 6RXWK� $IULFD¶V� ³QRUWKHUQ� SRUWLRQ´�
�*OREDO�:DWHU�������

/HW�LW�EH�NQRZQ�WKDW�WKLV�LV�QRW�D�IDLOXUH�IRU�WKH�RUJDQL]DWLRQV��1*2V�
VXFK�DV�*OREDO�:DWHU�DQG�2[IDP�GR�SURYLGH�UHDO��QHFHVVDU\�VXSSRUW�IRU�WKRVH�
ZKRP� WKH\� KHOS��:KDW� LV�PLVVLQJ� LV� D� ODFN� RI� FRRUGLQDWLRQ�� IRU� RQFH� WKHVH�
VSHFL¿F� SURMHFWV� DUH� ¿QLVKHG��1*2V� SURYLGH� QR� UHDO� GDWD� RU�PHDVXUHPHQWV�
WKDW�FRXOG�SRWHQWLDOO\�DLG�IXWXUH�SURMHFWV�IURP�RWKHU�DJHQFLHV��3ROPDQ��������
7KHVH�DUH�WKH�RUJDQL]DWLRQV�WKDW�KDYH�WKH�EHVW� LQVLGHU¶V�DFFHVV�� WKH\�DOUHDG\�
ZRUN�DW�WKH�PXQLFLSDOLW\�OHYHO��DFWLYHO\�LQWHUDFW�ZLWK�WKH�SRSXODWLRQ��DQG�KDYH�
YLDEOH� IXQGV� DQG� UHSRUWLQJ�PHWKRGV� WKDW�PDNH� GDWD� FROOHFWLRQ� IHDVLEOH�� <HW�
WKHVH�JURXQG�OHYHO�SURMHFWV�EHFRPH�JURXSHG�LQ�WRJHWKHU�DV�RQH�LQ�VXSSRUW�RI�
RYHUDOO�FRXQWU\�IRFXV��WKXV�EOXUULQJ�WKHLU�LPSRUWDQFH�DQG�VSHFL¿F�LPSOLFDWLRQV�
IRU�VSHFL¿F�FLWLHV�DQG�UXUDO�DUHDV�DOLNH��

$OWHUQDWLYHO\��VPDOO�FLW\�FHQWUDOL]HG�1*2V�RQO\�IRFXV�RQ�GHYHORSPHQWDO�
LVVXHV�LQYROYLQJ�WKHLU�UHVSHFWLYH�FLWLHV��7KH�'HYHORSPHQW�$FWLRQ�*URXS¶V��'$*��
DLP� LV� WR� FUHDWH� VXVWDLQDEOH� KXPDQ� VHWWOHPHQWV� LQ� XUEDQ� DUHDV�� HQKDQFLQJ�
VDIHW\�ZKLOH�VSDQQLQJ�LQYHVWPHQW��7KHLU�ORFDO�SURMHFWV�KDYH�DFKLHYHG�YHU\�KLJK�
OHYHOV�RI�VXFFHVV��DV�HDFK�VSHFL¿F�SURMHFW�IRFXVHV�LPSOLFLWO\�RQ�WKH�FRPPXQLW\�
LQ�TXHVWLRQ��,QFUHDVLQJO\�WKH�'HYHORSPHQW�$FWLRQ�*URXS�KDV�EHJXQ�SDUWQHULQJ�
ZLWK�81�+DELWDW�RQ�LQWHUQDWLRQDO�UHSRUWV��7KLV�LV�GRQH�VR�WKDW�WKHLU�UHVHDUFK�
PD\� EH� SURMHFWHG� ODUJH�VFDOH�� +RZHYHU�� VLQFH� WKHVH� FR�SXEOLFDWLRQV� DUH�
LQWHUQDWLRQDO�LQ�IRFXV��'$*�LV�IRUFHG�WR�DSSO\�WKHLU�UHVHDUFK�WR�H[SODLQ�6RXWK�
$IULFD�DV�DQ�DJJUHJDWH�ZKROH��7KHLU�PRVW�UHFHQW�MRLQW�SXEOLFDWLRQ��/DQG�9DOXH�
&DSWXUH�6FRSLQJ�6WXG\��VSHDNV�RQO\�DERXW�6RXWK�$IULFD¶V�PXQLFLSDOLWLHV�DV�D�
ZKROH��PHVKLQJ�WKHLU�JURXQG�OHYHO�UHVHDUFK�WR�GHVFULEH�6RXWK�$IULFD�LQ�D�VXP�
RI�IRXU�SDUDJUDSKV��81�+DELWDW��������
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,Q� WKH� FDVH� RI� LQWHUQDWLRQDO� RUJDQL]DWLRQV��PDQ\� DLG� JURXSV� GR� QRW�
DGHTXDWHO\�DGGUHVV�WKH�XQLTXH�FKDOOHQJHV�IDFLQJ�GHYHORSPHQW�LQ�XUEDQ�DUHDV��
(YHQ� LQ� EURDG� VWUDWHJ\� WDUJHWV� IRU� WKHVH� RUJDQL]DWLRQV�� VXFK� DV� WKH� 86$,'�
3ROLF\�)UDPH�IRU������������PR�PHQWLRQ�LV�JLYHQ�WR�WKH�VSHFLDOL]HG�UROH�WKDW�
FLWLHV�FDQ�SOD\�LQ�DFKLHYLQJ�SURSRVHG�JRDOV��HYHQ�ZKLOH�WKH�RUJDQL]DWLRQ�VKRXOG�
³QXUWXUH� VXVWDLQDEOH� ORFDO� LQVWLWXWLRQV�� V\VWHPV�� DQG� FDSDFLWLHV�´� �³86$,'�
3ROLF\�)UDPHZRUN´������������

&RQFOXVLRQ

7KH� FUXFLDO� WDNH�DZD\� LV� FOHDU�� GHYHORSPHQW� UHVHDUFK� QHHGV� WR� EH�
YLHZHG�IURP�DQ�XUEDQ��FLW\�VSHFL¿F�IRFXV��7KH�GHYHORSPHQW�¿HOG�KDV�LGHQWL¿HG�
XUEDQ�KRWVSRWV�DV�WKH�PDLQ�FDWDO\VWV�RI�JURZWK��+RZHYHU��DFFXUDWH��YHUL¿DEOH�
UHVHDUFK�IRU�XVH�LQ�GHYHORSPHQW�SURMHFWV�LV�VRUHO\�ODFNLQJ��:KLOH�WKH�OLWHUDWXUH�
EURDGO\� DFNQRZOHGJH� WKH� YDOLGLW\� RI� XUEDQ� GHYHORSPHQW� UHVHDUFK�� YHU\� IHZ�
H[SOLFLW�SODQV�DQG�UHSRUWV�DUH�EHLQJ�SURGXFHG�VWXG\LQJ�KRZ�FULWLFDO�LQGLFDWRUV�
GLYHUJH�EHWZHHQ�SRSXODWLRQ�GLVWULEXWLRQV��

7R� FKDQJH� WKLV� QDWLRQ�EDVHG� YLHZ� RI� GHYHORSPHQW� ZLOO� UHTXLUH� D�
SDUDGLJP� VKLIW� IRU� WKH� GLVFLSOLQH� RI� LQWHUQDWLRQDO� GHYHORSPHQW�� 7KLV� VWXG\�
UHFRPPHQGV�LQFUHDVLQJ�WKH�DYDLODELOLW\�RI�DFFXUDWH��YHUL¿DEOH�GDWD�IRU�XUEDQ�
HQWLWLHV�DV�D�¿UVW�VWHS�WRZDUGV�VROYLQJ�WKH�GLVSDULW\�LQ�GHYHORSPHQW�UHVHDUFK��
6XFK� SULPDU\�OHYHO� LQGLFDWRUV� LQFOXGH� JHQHUDO� SRSXODWLRQ� VWDWLVWLFV� VXFK�
DV� SRSXODWLRQ� VL]H�� GHQVLW\� DQG� SHUFHQW� JURZWK�� &LW\�GHVFULSWLYH� VWDWLVWLFV��
LQFOXGLQJ�WKH�DYDLODELOLW\�RI�VXVWDLQDEOH�KRXVLQJ��FRVWV�RI�OLYLQJ��*'3�SHU�FDSLWD��
DQG� XQHPSOR\PHQW� OHYHOV�� VKRXOG� DOVR� IROORZ�� 7HUWLDU\�OHYHO� GDWD�PHDVXUHV�
RI�FLW\�VHUYLFHV�� ORFDO�PXQLFLSDOLWLHV�PXVW�UHSRUW�HGXFDWLRQ�UDWHV��KHDOWK�DQG�
KHDOWK�VHUYLFH�DYDLODELOLW\��ZDVWH��HQHUJ\��ZDWHU��DQG�WUDQVSRUWDWLRQ�IDFLOLWLHV��
DQG�RSSRUWXQLWLHV�IRU�FLW\�JURZWK��

)LQDOO\�� TXDOLW\� RI� OLIH� PHDVXUHPHQWV� PXVW� EH� DFFRXQWHG� IRU� LQ�
FLW\�VSHFL¿F� GHYHORSPHQW� UHVHDUFK�� 7KLV� LQFOXGHV� LQGLFDWRUV� VXFK� DV� FLYLF�
HQJDJHPHQW�� VRFLDO� HTXLW\�� ZRPHQ¶V� RUJDQL]DWLRQV�� DQG� WHFKQRORJ\� DQG�
LQQRYDWLRQ� UDWHV�� ,Q� WXUQ�� WKLV� FLW\� GDWD� PXVW� EH� XVHG� LQ� FRPSDULVRQ� ZLWK�
RWKHU� FLWLHV�� QRW� SURYLQFHV�� WR� XQGHUVWDQG� JURZWK� SDWWHUQV�� $GGLWLRQDOO\�
PXQLFLSDOLWLHV�QHHG�WR�EH�JLYHQ�WKHLU�JUHDWHU�SRZHU�WR�LQFUHDVH�FDSDFLW\�LQ�RUGHU�
WR�D̆HFW�UHDO�FKDQJH�IURP�WKH�JUDVVURRWV�OHYHO��:KLOH�WKH�VFRSH�RI�WKLV�SDSHU�
FHQWHUV� DURXQG�6RXWK�$IULFD�DV� D� FDVH� VWXG\��¿QGLQJV� LQIHU� VXFK�D�GLVSDULW\�
RI� DFFXUDWH�� SXEOLFDOO\� DYDLODEOH� GDWD� RQ� XUEDQ� PXQLFLSDOLWLHV� LV� ODFNLQJ� LQ�
PDQ\�QDWLRQV�� GHYHORSLQJ� DQG�GHYHORSHG� DOLNH�� ,Q� RXU� JOREDO� DJH�� LW�ZLOO� EH�
FLWLHV��QRW�FRXQWULHV��ZKLFK�GHWHUPLQH�SURGXFWLYLW\�DQG�JURZWK��$FWLQJ�RQ�WKLV�
XQGHUVWDQGLQJ�LV�IXQGDPHQWDO�LI�ZH�ZLVK�WR�SURVSHU�DV�D�JOREDO�VRFLHW\��Ɉ
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DENUCLEARIZATION: A MODELS-BASED APPROACH

Conor Hughes

$EVWUDFW

:LWK� QXFOHDU� SUROLIHUDWLRQ� D� PDMRU� WKUHDW� WR� LQWHUQDWLRQDO�
VHFXULW\�� WKLV� VWXG\� H[DPLQHV� WKH� IDFWRUV� WKDW� OHG� WKUHH� FRXQWULHV� WR�
GHQXFOHDUL]H�E\�DSSO\LQJ�6FRWW�6DJDQ¶V�WKUHH�PRGHOV��VHFXULW\��GRPHVWLF�
SROLWLFV��DQG�QRUPV��5DWKHU�WKDQ�RQO\�REVHUYLQJ�VHFXULW\�LVVXHV��ZKLFK�
LV�WKH�PRVW�FRPPRQ�SUDFWLFH��WKLV�VWXG\�DOVR�DQDO\]HV�WKH�LPSRUWDQFH�
RI� WKH� RWKHU� WZR� PRGHOV� LQ� GHQXFOHDUL]DWLRQ�� 7KH� GRPHVWLF� SROLWLFV�
PRGHO�WDNHV�DFFRXQW�RI�FKDQJHV�LQ�OHDGHUVKLS�DQG�VWDWH�SROLFLHV�ZKHQ�
GHQXFOHDUL]DWLRQ� RFFXUUHG�� 7KH� QRUPV�PRGHO� FRQVLGHUV� WKH� SUHVWLJH�
QXFOHDU�ZHDSRQV�EULQJ�DQG�WKHLU�UROH�IRU�WKH�FRXQWU\��DV�ZHOO�DV�WKH�137�
DQG�WKH�SUHVVXUH�WKDW�D�VWDWH�IDFHV�WKURXJK�LVRODWLRQ�E\�WKH�LQWHUQDWLRQDO�
FRPPXQLW\�� 7KH� VWXG\� FRYHUV� WKUHH� FDVHV� ±� $UJHQWLQD�� %UD]LO�� DQG�
6RXWK�$IULFD�±�DSSO\LQJ�DOO�WKUHH�PRGHOV�LQ�HDFK�FDVH��$UJHQWLQD�DQG�
%UD]LO�ZHUH�WZR�QDWLRQV�WKDW�ZHUH�GHYHORSLQJ�D�ZHDSRQ�DQG�UHYHUVHG��
ZKLOH�6RXWK�$IULFD�ZDV�D�QDWLRQ�WKDW�GHYHORSHG�D�VWRFNSLOH�DQG�UROOHG�
EDFN��$QDO\VLV�IRXQG�WKDW�DOWKRXJK�D�VWDEOH�VHFXULW\�HQYLURQPHQW�ZDV�
SUHVHQW�IRU�DOO�WKUHH�FRXQWLHV�DW�WKH�WLPH�RI�GHQXFOHDUL]DWLRQ��WKH�FKDQJH�
LQ�GRPHVWLF�OHDGHUVKLS�IRU�HDFK�FDVH�SURYHG�WR�EH�FULWLFDO��7KH�QRUPV�
PRGHO�K\SRWKHVLV�SURYHG�WR�EH�OHVV�VLJQL¿FDQW�IRU�GHQXFOHDUL]DWLRQ�DQG�
D�GHHSHU�DQDO\VLV�VKRXOG�EH�FRQGXFWHG��

Introduction

:K\�GR�VWDWHV�GHQXFOHDUL]H"�7KH�FRPPRQ�YLHZ�KROGV�WKLV�TXHVWLRQ�LV�
VLPSOH��VWDWHV�SULPDULO\�GHQXFOHDUL]H�LQ�UHVSRQVH�WR�D�ODFN�RI�SHUFHLYHG�VHFXULW\�

&2125�+8*+(6�LV�D�VWXGHQW�RI�,QWHUQDWLRQDO�6WXGLHV�VSHFLDOL]LQJ�LQ�JOREDO�VHFXULW\��
$UDELF��DQG�WKH�0LGGOH�(DVW�
6FKRRO�RI�,QWHUQDWLRQDO�6WXGLHV��6,6���$PHULFDQ�8QLYHUVLW\
(PDLO��FK����D#VWXGHQW�DPHULFDQ�HGX

&ORFNV�	�&ORXGV��-RXUQDO�RI�1DWLRQDO�DQG�*OREDO�$̆DLUV��������������������
�KWWS���ZZZ�DPHULFDQ�HGX�FORFNVDQGFORXGV�!�
+%3�3XEOLVKLQJ��KWWS��ZZZ�KES��FRP�!
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WKUHDWV��7KLV�VWXG\�VHHNV�WR�DQDO\]H�WKUHH�FDVHV�ZKHUH�VWDWHV�GHQXFOHDUL]HG�EXW�
LQ�ZKLFK�VHFXULW\�SHUFHSWLRQV�KROG�RQO\�SDUWLDO�H[SODQDWRU\�SRZHU��$�ODUJHU�VHW�
RI�IDFWRUV�ZHUH�HYLGHQW�WKDW�OHG�QDWLRQV�WR�IRUJR�WKHLU�GHYHORSPHQW��$V�LW�KDV�
EHHQ�D�SLOODU�RI�8�6��SROLF\�VLQFH�WKH�HQG�RI�WKH�&ROG�:DU��QRQ�SUROLIHUDWLRQ�
XQGHU�3UHVLGHQW�2EDPD�LV�D�VHULRXV�VWUDWHJ\��2EDPD��������([DPLQLQJ�FDVHV�
ZKHUH�PDMRU�IDFWRUV�WXUQHG�FRXQWULHV�DZD\�IURP�WKH�ERPE�ZLOO�EH�XVHIXO�IRU�
SROLF\PDNHUV�WR�XQGHUVWDQG�DQG�UHFRJQL]H�ZKHQ�DSSO\LQJ�SROLFLHV�WR�FRXQWULHV�
WKDW� DUH� RQ� WKH� SDWK� WR� ZHDSRQV� GHYHORSPHQW� RU� KDYH� DOUHDG\� GHYHORSHG�
:0'V�

7KH� 7UHDW\� RQ� WKH� 1RQ�3UROLIHUDWLRQ� RI� 1XFOHDU� :HDSRQV� �137��
ZDV�EURXJKW� LQWR� IRUFH� LQ� ����� WR� DYHUW� WKH� VSUHDG�RI�QXFOHDU�ZHDSRQV� DQG�
SURPRWH�SHDFHIXO�SUDFWLFHV�RI�QXFOHDU�WHFKQRORJ\��137���������<HW�HYHQ�DIWHU�
IRUW\�SOXV�\HDUV�RI�LPSOHPHQWDWLRQ��WKHUH�DUH�VWLOO�VWDWHV�WKDW�KDYH�QRW�VLJQHG�
WKH�WUHDW\��)XUWKHUPRUH��VRPH�KDYH�HYHQ�OHIW�WKH�137�WR�WHVW�QXFOHDU�ZHDSRQV�
�1HZ�6FLHQWLVW��������%XW�ZKDW�LV�HYHQ�PRUH�SX]]OLQJ�LV�WKDW�VRPH�FRXQWULHV�
KDYH�HYHQ�GHYHORSHG�ZHDSRQV�SURJUDPV�DQG�WKHQ�SURFHHGHG�WR�UHQHJH�RQ�WKHLU�
FRPPLWPHQWV��6XEOHWWH��������7KLV�SDSHU�ZLOO�VHHN�WR�H[SODLQ�QRW�VR�PXFK�ZK\�
VWDWHV�GHYHORS�QXFOHDU�ZHDSRQV�SURJUDPV�EXW�ZK\�VWDWHV�FKRRVH�WR�GLVPDQWOH�
them. 

$�EULHI�H[DPLQDWLRQ�RI�WKH�OLWHUDWXUH�UHODWHG�WR�WKLV�WRSLF�IURP�YDULRXV�
VFKRODUV�ZLOO� EH� H[SORUHG��$IWHU� DGKHULQJ� WR� 6FRWW� 6DJDQ¶V�PRGHOV� DSSURDFK�
WR�VWDWH�SUROLIHUDWLRQ��WKLV�VWXG\�DSSOLHV�WKHP�WR�ZK\�VWDWHV�ZRXOG�FKRRVH�WR�
GHQXFOHDUL]H��7KH�UHVHDUFK�GHVLJQ�LQWURGXFHV�WKH�GHSHQGHQW�DQG�LQGHSHQGHQW�
YDULDEOHV��DV�ZHOO�DV�WKH�PHWKRGRORJ\�IRU�WKH�FDVH�VHOHFWLRQ��)ROORZLQJ�WKLV��WKH�
DQDO\VLV�VHFWLRQ�FRQVLVWV�RI�WKH�PDLQ�ERG\�RI�WKLV�SDSHU��(DFK�PRGHO�LV�DSSOLHG�
WR�WKH�WKUHH�FDVHV�DQG�H[DPLQHV�WKH�YDOLGLW\�RI�WKH�K\SRWKHVLV��7KH�VWXG\�WKHQ�
FRQFOXGHV�ZLWK�KRZ�ZHOO�HDFK�K\SRWKHVLV�ZDV�VXSSRUWHG�DQG�ZKDW�WKLV�PHDQV�
IRU�FXUUHQW�SUROLIHUDWLRQ�SROLFLHV�

/LWHUDWXUH�5HYLHZ

.HQQHWK� :DOW]¶V� DGKHUHQFH� WR� WKH� 5HDOLVW� VFKRRO� RI� WKRXJKW� KDV�
GRPLQDWHG� SUROLIHUDWLRQ� GHEDWHV�� 8QGHU� WKLV� WKHRU\�� VWDWHV� GHYHORS� QXFOHDU�
ZHDSRQV�WR�KDYH�DEVROXWH�SRZHU�RYHU�QDWLRQV�ZLWK�RQO\�FRQYHQWLRQDO�IRUFHV��
7R�VXUYLYH� LQ�DQ�DQDUFKLF�ZRUOG�� VWDWHV�GHYHORS�QXFOHDU�ZHDSRQV� WR�SURYLGH�
GHWHUUHQFH��:DOW]��������1DWLRQV�FDQ�HLWKHU�SXUVXH�H[WHUQDO�RU�LQWHUQDO�PHDQV�
WR�LQFUHDVH�SRZHU��+DYLQJ�D�QXFOHDU�ZHDSRQ�TXDQWLWDWLYHO\�LQFUHDVHV�D�QDWLRQ¶V�
LQWHUQDO�SRZHU�DQG�LV�WKH�SUHIHUUHG�PHDQV�IRU�VWDWHV��:DOW]��������5HO\LQJ�RQ�
DQ�H[WHUQDO�SRZHU�WKDW�KDV�D�QXFOHDU�ZHDSRQ�IRU�VHFXULW\�LQ�WKLV�WKHRU\�ZRXOG�
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EH�D�OHVV�SUHIHUUHG��EXW�QRQHWKHOHVV�DOVR�D�VRXJKW�DIWHU�RSWLRQ�
+RZHYHU�� 1HR�5HDOLVP¶V� ELDV� WRZDUGV� H[WHUQDO� WKUHDWV� GRHV� QRW�

H[SODLQ�ZK\�VWDWHV�DFTXLUH�QXFOHDU�ZHDSRQV�ZKHQ�WKH\�KDYH�QR�VHFXULW\�WKUHDW��
RU�HYHQ�ZK\�WKH\�DYRLG�SUROLIHUDWLQJ�ZKHQ�WKH\�FDQ��6DPDGGDU��������0RUH�
WR�WKH�SRLQW��DIWHU�UHVHDUFKLQJ�WKH�LQLWLDO�OLWHUDWXUH��LW�LV�FOHDU�WKDW�1HR�5HDOLVW�
WKLQNLQJ�GRHV�QRW�IXOO\�H[SODLQ�ZK\�VWDWHV�FKRRVH�WR�GHQXFOHDUL]H�

(WHO� 6ROLQJHQ� H[SDQGV� RQ� WKH� GRPHVWLF� UHDVRQLQJ� EHKLQG�
GHQXFOHDUL]DWLRQ�� DV� ZHOO� DV� WKH� LQWHUQDWLRQDO� UHODWLRQV� WKHRU\� OHQV� RI�
FRPSDUDWLYH�UHJLRQDOLVP��7KLV�OLQH�RI�WKRXJKW�DGYDQFHV�WZR�PDMRU�DVVHUWLRQV��
)LUVW�� GHQXFOHDUL]DWLRQ� UHVWV� XSRQ� WKH� LPSRUWDQW� LQÀXHQFHV� RI� GRPHVWLF�
LQVWLWXWLRQV� ZLWKLQ� WKH� VWDWH�� 6HFRQG�� WKH� QDWXUH� RI� D� UHJLRQDO� FRQWH[W� LV�
LQWHJUDO�IRU�VWDWHV�GHYHORSLQJ�FRDOLWLRQV�IRU�GHQXFOHDUL]DWLRQ��6ROLQJHQ��������
*UDQG� VWUDWHJLHV� RI� D� FRDOLWLRQ� DUH� LPSRUWDQW� WR� XQGHUVWDQG� QRW� MXVW� LQ� WKH�
LQWHUQDWLRQDO� FRQWH[W�� EXW� DOVR� LQ� UHVSHFW� WR� UHJLRQDO� DQG�GRPHVWLF� SROLFLHV��
6ROLQJHQ�FODVVL¿HV�VWDWHV�DV�HLWKHU�SUDFWLFLQJ�³LQWHUQDWLRQDOL]LQJ´�RU�³EDFNODVK´�
SROLFLHV��ZKLFK� WUDQVODWH� WR� WKHLU� VWDQFH� LQ� D� UHJLRQDO� DQG�JOREDO� FRQWH[W� RQ�
HLWKHU� SXUVXLQJ� QXFOHDU� SUROLIHUDWLRQ� RU� GHQXFOHDUL]DWLRQ�� 7KLV� GRHV�ZHOO� WR�
WDNH�LQWR�FRQVLGHUDWLRQ�GRPHVWLF�IDFWRUV�DQG�UHJLRQDO�IDFWRUV�DV�WR�ZK\�VWDWHV�
GHQXFOHDUL]H��)XUWKHU�H[DPLQDWLRQ�RI�OLWHUDWXUH�RQ�WKLV�WRSLF�KDV�HYHQ�LQFOXGHG�
XVH�RI�QRUPV�E\�VWDWHV�DQG� WKHLU� UROHV��ZKLFK� LV�DQ� LPSRUWDQW� IDFWRU� IRU� WKH�
VWDWXV�RI�QXFOHDU�ZHDSRQV��

5ROH� WKHRU\�� ZKLFK� H[SODLQV� FRPSOLDQFH� DQG� QRQ�FRPSOLDQFH� RQ�
QXFOHDU� SUROLIHUDWLRQ�PRUH� UHOLDEO\� WKDQ�PRVW� RWKHU� WKHRULHV�� PXVW� DOVR� EH�
FRQVLGHUHG��$FFRUGLQJ�WR�WKLV�WKHRU\��VWDWHV�DUH�³DFWRUV´�WKDW�DGKHUH�WR�FHUWDLQ�
UROHV�� PXFK� OLNH� LQGLYLGXDOV� �&KDIHW]�� $EUDPVRQ�� DQG� *ULOORW� ������ ��������
1RQVRFLDO��VRFLDO��DQG�FRQWH[WXDO�IUDPHZRUNV�DUH�DOO�HOHPHQWV�WKDW�LQÀXHQFH�D�
VWDWH¶V�SXUVXLW�RI�QXFOHDU�ZHDSRQV��

7KH� QRQVRFLDO� HOHPHQWV� FRQVLVW� RI� SRSXODWLRQ�� HFRQRPLF� VWUHQJWK��
GHPRJUDSKLFV��JHRJUDSK\��DQG�KLVWRU\��6RFLDO�HOHPHQWV�FRPSULVH�WKH�SDVW�DQG�
FXUUHQW�H[SHULHQFHV�RI�D�QDWLRQ¶V�UHODWLRQV�ZLWK�RWKHU�VWDWHV��DV�ZHOO�DV�FXUUHQW�
HFRQRPLF�SUHVVXUHV��ZKLFK�DOORZV�IRU�D�QDWLRQ�WR�FKDQJH�WKH�YLHZ�RI�LWV�RZQ�
UROH��7KLV�UROH�LV�FRQVLGHUHG�WR�KDYH�WKH�PRVW�LQÀXHQFH�RQ�D�VWDWH¶V�FRQFHSWLRQ�
EHFDXVH� LW� FRQVLVWV�RI� D� VWDWH¶V� VRFLDO� LQWHUDFWLRQ��&RQWH[WV� DQG� VHWWLQJV�DOVR�
OHDG�D�VWDWH�WR�GHYHORS�D�SDUWLFXODU�FRQFHSWXDOL]DWLRQ�RI�LWV�UROH��7KLV�FDQ�EH�D�
UHJLRQDO�RU�JOREDO�VHWWLQJ�LQ�ZKLFK�D�QDWLRQ�SDUWLFLSDWHV��&KDIHW]��$EUDPVRQ��
DQG� *ULOORW� ������� +RZHYHU�� WKH� XWLOLW\� RI� UROH� WKHRU\� LV� OLPLWHG� GXH� WR� LWV�
DUGXRXV�FROOHFWLRQ�DQG�FODVVLI\LQJ�RI�WKH�IRXUWHHQ�FDWHJRULHV�RI�UROH�W\SH��'XH�
WR�WKH�UHVHDUFK�FRQVWUDLQWV�RI�WKLV�VWXG\��D�PRUH�VLPSOL¿HG�DQDO\WLF�DSSURDFK�
ZLOO�EH�DGRSWHG�
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6FRWW�6DJDQ�GHYHORSV�D�EURDGHU�YLHZ�RQ�ZK\�VWDWHV�GHYHORS�QXFOHDU�
ZHDSRQV��ZKLFK�LV�EDVHG�XSRQ�WKUHH�PRGHOV��VHFXULW\��GRPHVWLF�SROLWLFV��DQG�
QRUPV� �6DJDQ��������7KH�VHFXULW\�PRGHO�DGKHUHV� WR� WKH�1HR�5HDOLVW�PRGHO��
6DJDQ¶V� VHFRQG� PRGHO�� WKH� GRPHVWLF� SROLWLFV� PRGHO�� IRFXVHV� RQ� GRPHVWLF�
EXUHDXFUDWLF�LQWHUHVWV��7KLV�FDQ�FRPH�IURP�WKH�QXFOHDU�HQHUJ\�HVWDEOLVKPHQW��
WKH�PLOLWDU\��DQG�VWDWHV� WKDW�KDYH�HLWKHU�SROLWLFDO�SDUWLHV�RU�D� ODUJH�SXEOLF� LQ�
VXSSRUW� RI� D� QXFOHDU� SURJUDP�� 7KH� ¿QDO� PRGHO�� WKH� QRUPV� PRGHO�� IRFXVHV�
RQ� ZKHWKHU� DFWLRQV� WDNHQ� E\� D� VWDWH� DUH� SHUFHLYHG� WR� EH� OHJLWLPDWH� DQG�
VXLWDEOH�� UDWKHU� WKDQ� EDVHG� R̆� RI� VHFXULW\� WKUHDWV� DQG� GRPHVWLF� UHVSRQVHV��
,PSOHPHQWDWLRQ�RI�WKH�137�LV�QRZ�YLHZHG�DV�D�OHJLWLPDWH�QRUP�IRU�VWDWHV�WR�
DGKHUH�WR��ZKHUHDV�SULRU�WR�WKH�137��WHVWLQJ�QXFOHDU�ZHDSRQV�ZDV�YLHZHG�PRUH�
V\PEROLFDOO\�DV�LQFOXVLRQ�LQ�WKH�SUHVWLJLRXV�³QXFOHDU�FOXE�´�7RGD\��MRLQLQJ�WKH�
137�LV�YLHZHG�DV�D�V\PEROLF�DFW�IURP�D�UHVSRQVLEOH�JRYHUQPHQW�

,Q�FRQFOXVLRQ��ZKDW�KDV�EHHQ�GHYHORSHG�WKURXJK�WKH�OLWHUDWXUH�UHYLHZ�
LV�D�PXFK�FOHDUHU�XQGHUVWDQGLQJ�RI�WKH�UHVHDUFK�TXHVWLRQ�DQG�YDULDEOHV�WR�EH�
WHVWHG��:KDW�OHDGV�VWDWHV�WR�GHQXFOHDUL]H�DIWHU�DGKHULQJ�WR�D�QXFOHDU�ZHDSRQV�
SROLF\� LV�FOHDUO\�PXOWL�FDXVDO��+RZHYHU�� WKLV�VWXG\�DLPV� WR� LGHQWLI\�ZKDW� WKH�
PDLQ� FDXVDO� IDFWRUV� DUH� IRU� GHQXFOHDUL]DWLRQ�� WKXV� SUHVHQWLQJ� ZKDW� ZRXOG�
EH� WKH�PRVW� FRQGXFLYH� VHW� RI� SROLFLHV� WR� SURPRWH� GHQXFOHDUL]DWLRQ��:DOW]¶V�
WKHRU\�DGGUHVVHV�WKH�VHFXULW\�WKUHDWV�EXW�GRHV� OLWWOH� WR�DGGUHVV�WKH�GRPHVWLF�
FRQGLWLRQV�LQYROYHG�LQ�WKLV�SURFHVV��(WHO�6ROLQJHQ�SURYLGHV�DQRWKHU�IUDPHZRUN�
E\�IRFXVLQJ�RQ�GRPHVWLF��UHJLRQDO��DQG�JOREDO�FRQWH[WV��ZKLOH�DOVR�FODVVLI\LQJ�
VWDWHV�DV�³LQWHUQDWLRQDOL]LQJ´�RU�³EDFNODVK´�LQ�QDWXUH��&KDIHW]��$EUDPVRQ��DQG�
*ULOORW�H[SDQG�RQ�UROH�WKHRU\�DQG�WKH�QRUPDWLYH�HQYLURQPHQW�WKDW�FKDQJHV�D�
VWDWHV� UHDVRQLQJ� IRU�QXFOHDU�ZHDSRQV�� 6FRWW� 6DJDQ¶V� WKUHH�PRGHOV� �VHFXULW\��
GRPHVWLF�� DQG� QRUPV�� WDNH� LQWR� DFFRXQW� DOO� WKUHH� IUDPHZRUNV�� DQG� SURYLGH�
D�ZHOO�URXQGHG�DSSURDFK�WR�GL̆HULQJ�WKHRULHV�DV�WR�ZK\�VWDWHV�GHQXFOHDUL]H��
$OWKRXJK� KLV� PRGHOV� DUH� DSSOLHG� WR� ZK\� VWDWHV� SUROLIHUDWH�� WKH\� DUH� VWLOO�
DSSOLFDEOH�WR�ZK\�VWDWHV�ZRXOG�FKRRVH�WR�GHQXFOHDUL]H��

+\SRWKHVHV
7KH� OLWHUDWXUH�H[SODLQHG�WKH�PRGHOV� WKDW�ZLOO�EH�XVHG�IRU� WKLV�VWXG\��

7KH� K\SRWKHVHV� ZLOO� WKXV� DWWHPSW� WR� DSSO\� WKH� WKUHH� PRGHOV� LQ� D� SUDFWLFDO�
DSSURDFK�WR�H̆HFWLYHO\�YHULI\�LI�RQH�FDQ�GHWHUPLQH�WKH�FDXVDO�IDFWRUV�IRU�ZK\�
VWDWHV�GHQXFOHDUL]H��7KH�K\SRWKHVHV�DUH�DV�IROORZV�

+���$�VLJQL¿FDQW�UHGXFWLRQ�LQ�VHFXULW\�WKUHDWV�LV�D�QHFHVVDU\�FRQGLWLRQ�

IRU�D�VWDWH�WR�GHQXFOHDUL]H�

+���$�VKLIW�LQ�GRPHVWLF�SUHVVXUH�LV�D�QHFHVVDU\�FRQGLWLRQ�IRU�D�VWDWH�

WR�GHQXFOHDUL]H�
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+���6WDWHV�IDFLQJ�SUHVVXUH�IURP�LQWHUQDWLRQDO�QRUPV�LV�D�QHFHVVDU\�

FRQGLWLRQ�IRU�D�VWDWH�WR�GHQXFOHDUL]H�

$OWKRXJK�WKHVH�WKUHH�K\SRWKHVHV�PD\�DOO�EH�SUHVHQW�LQ�HDFK�FDVH��WKLV�
SDSHU�DOVR�VHHNV�WR�H[DPLQH�ZKLFK�K\SRWKHVLV�SURYHV�WR�EH�WKH�PRVW�VLJQL¿FDQW�
IDFWRU�IRU�ZK\�VWDWHV�GHQXFOHDUL]H��

5HVHDUFK�'HVLJQ��9DULDEOHV�DQG�&DVH�6HOHFWLRQ

7KH�'HSHQGHQW�9DULDEOH��'HQXFOHDUL]DWLRQ
'HQXFOHDUL]DWLRQ� LV� ZKHQ� D� VWDWH� GLVPDQWOHV� LWV� QXFOHDU� ZHDSRQV�

SURJUDP�RU�D�SK\VLFDO�VWRFNSLOH�RI�QXFOHDU�ZHDSRQV�WKDW�LW�KDV�DFFXPXODWHG��
7KLV�VWXG\�GH¿QHV�VWDWHV�WKDW�GLG�QRW�SK\VLFDOO\�EXLOG�QXFOHDU�ZHDSRQV�EXW�GLG�
KDYH�ZHDSRQV�SURJUDPV�LQ�SODFH�DV�VWDWHV�WKDW�GHQXFOHDUL]HG��7KH�UHDVRQ�IRU�
WKLV�LV�WKH�OLPLWHG�QXPEHU�RI�FDVHV�ZKHUH�VWDWHV�UHYHUVHG�FRXUVH�DIWHU�GHYHORSLQJ�
D�ZHDSRQ��7KHUHIRUH�� WKLV� VWXG\�ZLOO� DOVR� WDNH� LQWR�DFFRXQW� VWDWHV� WKDW�ZHUH�
LQ� WKH� SURFHVV� RI� GHYHORSPHQW�� 6LPSO\� DVVLJQLQJ� GHQXFOHDUL]DWLRQ� DV� WKH�
GHSHQGHQW�YDULDEOH�IRU�WKLV�UHVHDUFK�SDSHU�PD\�EH�YLHZHG�DV�RYHUVLPSOLI\LQJ�
WKH� FRPSOH[� UHODWLRQVKLS�RI�QXFOHDU�SROLF\��$V� VFKRODUV�KDYH�QRWHG��D� OLQHDU�
FDXVDO� UHODWLRQVKLS� IURP� PHDVXULQJ� ZKLFK� LQGHSHQGHQW� YDULDEOHV� ZLOO� OHDG�
WR�WKH�GHSHQGHQW�YDULDEOH�LV�QRW�D�VWUDLJKWIRUZDUG�SURFHVV��3DONNL�DQG�6PLWK�
�������+RZHYHU��IRU�WKH�VFRSH�RI�WKLV� LQLWLDO�VWXG\��WKLV�PRGHO�FDQ�SURYLGH�D�
VROLG�RYHUDOO�DSSURDFK�WR�WKH�VXEMHFW���

7KH� ,QGHSHQGHQW� 9DULDEOHV�� 6HFXULW\�0RGHO�� 'RPHVWLF� 3ROLWLFV�0RGHO�� DQG�
1RUPV�0RGHO

7KH� VHFXULW\� PRGHO� YDULDEOH� WDNHV� LQWR� FRQVLGHUDWLRQ� WKH� VHFXULW\�
HQYLURQPHQW�WKDW�D�VWDWH�LV�LQ��ZKHWKHU�UHJLRQDOO\�RU�JOREDOO\��0LOLWDU\�GLVSXWHV�
RYHU� WHUULWRU\� RU� UHJLRQDO� ZDUV� DUH� H[DPLQHG� GXULQJ� WKH� WLPH� SHULRG� RI� D�
VWDWH¶V� QXFOHDU� ZHDSRQV� GHYHORSPHQW� DQG� LWV� VXEVHTXHQW� UHYHUVDO�� )RU� WKLV�
YDULDEOH� WR� EH� SUHVHQW� DW� WKH� WLPH� RI� GHQXFOHDUL]DWLRQ�� WKHUH�ZRXOG� QHHG� WR�
EH�D� UHGXFWLRQ�RI� VHFXULW\� WKUHDWV��7KHVH� LQFOXGH�HLWKHU�D� FRQWH[WXDO� FKDQJH�
LQ� WKH�JOREDO�HQYLURQPHQW� WKDW�SUHYLRXVO\�D̆HFWHG� WKH�FRXQWU\�RU�DQ�HQG� WR�
KRVWLOLWLHV�WKDW�SUHYLRXVO\�OHG�WKH�FRXQWU\�WR�GHYHORS�D�QXFOHDU�FDSDFLW\��7KH�
GRPHVWLF�SROLWLFV�PRGHO� YDULDEOH� WDNHV�DFFRXQW�RI� LQGLYLGXDO� OHDGHUV� DV�ZHOO�
DV� EXUHDXFUDWLF� RUJDQL]DWLRQV�� VSHFL¿FDOO\� WKH� QXFOHDU� HVWDEOLVKPHQWV� DQG�
PLOLWDU\�LQVWLWXWLRQV��7KH�FKDQJH�LQ�WKH�DXWRQRP\�RI�QXFOHDU�SURJUDPV�XQGHU�
QHZ� OHDGHUVKLS�� DV� ZHOO� DV� VSHFL¿FDOO\� H[DPLQLQJ� WKH� FKDQJHV� WDNLQJ� SODFH�
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ZLWKLQ� VWDWHV�� DUH� IDFWRUV� WKDW�ZLOO� YDOLGDWH� WKH� SUHVHQFH� RI� WKLV�PRGHO�� 7KH�
WKLUG�PRGHO�H[DPLQHV�WKH�QRUPV�YDULDEOH�RI�WKH�LQWHUQDWLRQDO�FRPPXQLW\�DQG�
WKH�V\PEROLVP�DVVRFLDWHG�ZLWK�KDYLQJ�D�QXFOHDU�ZHDSRQV�SURJUDP�WKURXJK�D�
VWDWH¶V�VWDWXV�DQG�SUHVWLJH��([DPLQLQJ�WKH�LQWHUQDWLRQDO�UHJLPH¶V�SROLFLHV��VXFK�
DV� WKH�137�� DQG� WKHLU� H̆HFWLYHQHVV� DW� FKDQJLQJ�D� VWDWH¶V�GHFLVLRQ� WR� DGKHUH�
WR�VWDQGDUG�DQG� OHJLWLPDWH�SUDFWLFHV�� LV�DQ� LPSRUWDQW� IDFWRU� WR�YHULI\� LQ� WKLV�
PRGHO�

&DVH�6HOHFWLRQ
7KLV�VWXG\�LQYHVWLJDWHV�WZR�QDWLRQV�WKDW�KDG�ZHDSRQV�SURJUDPV�RYHU�

WKH�SDVW�IHZ�GHFDGHV�DQG�WKHQ�UHYHUVHG�FRXUVH��$UJHQWLQD�DQG�%UD]LO��7KHVH�
WZR�FDVHV�ZHUH�FKRVHQ�EHFDXVH�WKH�WZR�FRXQWULHV�DUH�LQ�WKH�VDPH�UHJLRQ�WKDW�
ERWK�GHQXFOHDUL]HG�DW�UHODWLYHO\�WKH�VDPH�WLPH�SHULRG��7KLV�FRQWUROOHG�DQDO\VLV�
FDQ�GUDZ� LQWHUHVWLQJ� FRPSDULVRQV��7KH� WKLUG� FDVH� H[DPLQHG� LV�6RXWK�$IULFD�
EHFDXVH�WKLV�LV�WKH�RQO\�FDVH�ZKHUH�D�QDWLRQ�UHPRYHG�LWV�VWRFNSLOH�RI�ZHDSRQV�
DIWHU�GHYHORSPHQW��7KLV�SDSHU�GRHV�QRW�DWWHPSW�WR� IXUQLVK�D�KLVWRU\�RI�HDFK�
QDWLRQ¶V�QXFOHDU�GHYHORSPHQW�� \HW� HDFK�PRGHO� FDQ�EH�XVHG� IRU� WKLV� DQG�KDV�
EHHQ�GRQH�SUHYLRXVO\�LQ�6DJDQ¶V�ZRUN�

'DWD�ZDV�FROOHFWHG�WKURXJK�H[DPLQDWLRQ�RI�YDULRXV�VHFRQGDU\�UHVRXUFHV�
RQ�HDFK�LQGLYLGXDO�QDWLRQ¶V�QXFOHDU�ZHDSRQV�GHYHORSPHQW��7KH�OLWHUDWXUH�RQ�
WKLV�WRSLF�LV�ULFK�HQRXJK�WR�FUHDWH�DQ�XQGHUVWDQGLQJ�RI�WKH�UHVHDUFK�GHVLJQ�DQG�
WKH�JHQHUDO�XQGHUVWDQGLQJ�IRU�D�VWDWHV�UDWLRQDOH�LQ�FKRRVLQJ�WR�GHQXFOHDUL]H��

'DWD�$QDO\VLV

$UJHQWLQD��6HFXULW\�0RGH
$UJHQWLQD�ZDV�FRQVLGHUHG�WR�KDYH�EHHQ�GHYHORSLQJ�LWV�QXFOHDU�ZHDSRQV�

SURJUDP� GXULQJ� WKH� ����V� DQG� ����V� �5HLVV� ������� +RZHYHU�� WKH� LQLWLDO�
GHYHORSPHQW� RI� LWV� QXFOHDU� FDSDELOLWLHV� GDWHV� EDFN� WR� WKH� HDUO\� ����V�XQGHU�
WKH�6WDWLVW��1DWLRQDOLVW�OHDGHUVKLS�RI�*HQHUDO�-XDQ�'��3HURQ��6ROLQJHQ��������
6HFXULW\�GHYHORSPHQWV�GXULQJ�WKHVH�GHFDGHV��VXFK�DV�WKH������%HDJOH�&RQÀLFW�
ERUGHU�GLVSXWH�ZLWK�&KLOH�DQG�WKH������$UJHQWLQHDQ�GHIHDW�LQ�WKH�)DONODQG�
0DOYLQDV�:DU�E\�%ULWDLQ��DUH�IDFWRUV�WKDW�ZRXOG�VWDQG�WR�UHDVRQ�IRU�$UJHQWLQHDQ�
VWUDWHJLVWV�DGYRFDWH�GHYHORS�RI�QXFOHDU�ZHDSRQV��$UJHQWLQD¶V�ODUJHVW�ULYDO�ZDV�
%UD]LO�DW�WKH�WLPH��ZKLFK�ZLOO�EH�H[DPLQHG�FORVHU��EXW�WKHVH�WZR�QDWLRQV�KDG�
QRW�KDG�D�SK\VLFDO�ERUGHU�GLVSXWH�VLQFH� WKH�HDUO\�QLQHWHHQWK�FHQWXU\��7KHUH�
ZDV�DQ�LPSRUWDQW�GHYHORSPHQW�WKDW��DOWKRXJK�QRW�UHODWHG�WR�WKH�QXFOHDU�LVVXH��
GLG�FUHDWH�D�SURFHVV�IRU�ZKDW�OHG�WR�$UJHQWLQD¶V�QXFOHDU�UHYHUVDO��WKH������5LR�
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GH�OD�3ODWD�DJUHHPHQW�RYHU�GLVSXWHG�ZDWHU�UHVRXUFHV�RQ�WKH�3DUDQD�5LYHU��7KLV�
DJUHHPHQW�FUHDWHG�WKH�QHFHVVDU\�FRQGLWLRQV�IRU�FRQ¿GHQFH�LQ�ERWK�FRXQWULHV�WR�
GHYHORS�IDLWK�LQ�WKH�RWKHU�QDWLRQ¶V�D̆DLUV��%LWHQFRXUW��������

8QGHU�3UHVLGHQW�&DUORV�0HQHP�LQ�WKH�HDUO\�����V��$UJHQWLQD¶V�QXFOHDU�
SURJUDP� ṘFLDOO\� EHFDPH� WUDQVSDUHQW� DQG� SHDFHIXO� ZLWK� WKH� 4XDGULSDUWLWH�
$JUHHPHQW� �$UJHQWLQD��%UD]LO�� ,$($��DQG� WKH�$UJHQWLQH�%UD]LOLDQ�$JHQF\�RI�
$FFRXQWLQJ�DQG�&RQWURO�RI�1XFOHDU�0DWHULDOV��VLJQLQJ�LQ�'HFHPEHU�������5HLVV�
�������7KLV�VLJQLQJ�ZDV�D�GHYHORSPHQW�WKDW�KDG�RFFXUUHG�RYHU�WKH�SUHYLRXV�WHQ�
\HDUV�ZLWK�%UD]LO��7KH�VHFXULW\�PRGHO� VKRZV� WKDW�DOWKRXJK� WKHUH�ZHUH� VRPH�
ERUGHU�GLVSXWHV��WKHUH�ZDV�QR�UHDO�VHFXULW\�WKUHDW�WKDW�KDPSHUHG�WKH�SURFHVV�
IRU� QXFOHDU� UHYHUVDO�� 7KLV� FRQ¿UPV� WKH� K\SRWKHVLV� IRU� WKLV� FDVH�� VWDELOLW\�
WKURXJK�VHFXULW\�LV�D�QHFHVVDU\�FRQGLWLRQ�IRU�GHQXFOHDUL]DWLRQ�

$UJHQWLQD��'RPHVWLF�3ROLWLFV�0RGHO��
$V�HDUO\�DV�������FKDQJHV�ZHUH�WDNLQJ�SODFH�LQ�$UJHQWLQD�XQGHU�PLOLWDU\�

UXOH��VSHFL¿FDOO\�LQ�UHJDUGV�WR�WKH�QXFOHDU�SURJUDP��*HQHUDO�*HRUJH�5��9LGHOD�
UHDFKHG�DJUHHPHQW�ZLWK�%UD]LO¶V�*HQHUDO�)LJXHLUHGR�WKDW�ODLG�WKH�IRXQGDWLRQV�
IRU�QXFOHDU�FRRSHUDWLRQ��6ROLQJHQ��������)ROORZLQJ�WKH�PLOLWDU\¶V�SROLWLFDO�ORVV�
LQ� WKH� )DONODQGV�0DOYLQDV�:DU� LQ� ������ 5DXO� $OIRQVLQ� EHFDPH� $UJHQWLQD¶V�
GHPRFUDWLFDOO\� HOHFWHG� SUHVLGHQW�� DQG� SROLFLHV� EHJDQ� WR� VKLIW� HYHQ� PRUH� LQ�
������ $UJHQWLQD� IDFHG� FRVW� RYHUUXQV� DQG� SUREOHPV� LQ� WKH� QXFOHDU� SURJUDP�
IURP� WKHLU�$WXFKD� ,� DQG�(PEDOVH� UHDFWRUV� �5HLVV� �������$OIRQVLQ�DWWHPSWHG�
WR�WDNH�FRQWURO�RYHU�WKH�PLOLWDU\¶V� LQÀXHQFH�LQ�WKH�QXFOHDU�UHDOP��8QGHU�WKH�
SUHYLRXV�PLOLWDU\�UHJLPHV�WKH�$UJHQWLQH�$WRPLF�(QHUJ\�&RPPLVVLRQ��&1($��
DQG�WKH�QDY\�ERWK�KDG�UHODWLYH�DXWRQRP\�RYHU�WKH�SURJUDP��7KXV��WKH�VXFFHVV�
RI�WKH�¿HIGRP�SURJUDPV�ZDV�RYHU�H[DJJHUDWHG�WR�PDNH�VXUH�LW�FRQWLQXHG�LWV�
DXWRQRP\�DQG�EXGJHWDU\� LQFRPHV��$V� WKH� UHSUHVVLYH�PLOLWDU\� UHJLPHV� FDPH�
DQG�ZHQW��WKH�VWDELOLW\�RI�&1($�FRQWLQXHG�RQ�XQWLO�VLJQL¿FDQW�SUHVVXUH�ZDV�SXW�
RQ�LW�WR�FKDQJH�FRXUVH��6ROLQJHQ��������

$OIRQVLQ¶V�VXFFHVVRU��&DUORV�0HQHP��IDFHG�HFRQRPLF�GLVDUUD\�LQ�������
ZKLFK�ZDV� HYHQ�PRUH� RI� DQ� LQFHQWLYH� WR� VKRUH� XS� WKH� QXFOHDU� SURJUDP��%\�
������$UJHQWLQD�RZHG�WKH�8�6������ELOOLRQ�DQG�DQRWKHU����ELOOLRQ�LQ�LQWHUHVW�
�%LWHQFRXUW��������0HQHP�ZDV� VHHNLQJ�D�PRUH� VHQVLEOH� DSSURDFK� WR� HDVLQJ�
UHODWLRQV�ZLWK�WKH�LQWHUQDWLRQDO�FRPPXQLW\��VSHFL¿FDOO\�ZLWK�WKH�8�6��0HQHP�
DOVR�IDFHG�SUHVVXUH�IURP�WKH�PLOLWDU\�HVWDEOLVKPHQW��VXFK�DV�WR�PDLQWDLQ�WKH�
EDOOLVWLF�PLVVLOH�SURJUDP�RI�&RQGRU�,,��&RQGRU�,,�ZDV�D�QDWXUDO�R̆VKRRW�RI�WKH�
QXFOHDU�ZHDSRQV�SURJUDP�VLQFH�WKH�PLVVLOHV�ZRXOG�SURYLGH�D�PHDQV�RI�GHOLYHU\��
+RZHYHU��GH¿QLQJ�D�QHZ�UROH�IRU�$UJHQWLQD�ZDV�SDUW�RI�0HQHP¶V�SROLFLHV��DQG�
WKH�IRUPHU�SUHVWLJH�WKDW�ZHDSRQV�SURJUDPV�EURXJKW�IRU�WKH�PLOLWDU\�UHJLPHV�
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GLG�QRW�FRLQFLGH�ZLWK�WKH�QHZ�HQYLURQPHQW�WDNLQJ�KROG�LQ�$UJHQWLQD��,ELG���
7KH�WUDQVIRUPDWLRQ�LQ�SROLWLFDO�OHDGHUVKLS�DSSHDUV�WR�EH�D�VLJQL¿FDQW�

FRPSRQHQW� LQ� GULYLQJ� WKH� FKDQJH� LQ� $UJHQWLQD¶V� QXFOHDU� GHYHORSPHQW��
1HYHUWKHOHVV��WKLV�FDVH�VKRZV�WKHUH�ZDV�DQ�LQLWLDWLRQ�RI�GHYHORSPHQWV�XQGHU�
WKH�PLOLWDU\�UHJLPH�WKDW�VWDUWHG�DOWHULQJ�$UJHQWLQD¶V�QXFOHDU�FRXUVH�SULRU�WR�WKH�
FKDQJH�LQ�GHPRFUDWLF�SUHVLGHQWLDO�OHDGHUVKLS��

$UJHQWLQD��1RUPV�0RGHO�
$UJHQWLQD� VLJQHG� WKH� ����� 7UHDW\� IRU� WKH� 3URKLELWLRQ� RI� 1XFOHDU�

:HDSRQV� LQ� /DWLQ� $PHULFD� �7UHDW\� RI� 7ODWHOROFR��� ZKLFK� FUHDWHG� D� QXFOHDU�
ZHDSRQ�IUHH� ]RQH� LQ� WKH� UHJLRQ� �1:)=��� <HW� $UJHQWLQD� GLG� QRW� UDWLI\� WKH�
WUHDW\�XQWLO�������5LHVV��������7KLV�IUDPHZRUN�VHW�XS�D�SROLWLFDO�HQYLURQPHQW�
LQ�WKH�6RXWKHUQ�&RQH�UHJLRQ�IRU�$UJHQWLQD�WR�DGKHUH�WR�D�ZHDSRQV�IUHH�]RQH��
+RZHYHU��$UJHQWLQD�YLHZHG�WKH�WUHDW\�DV�µGLVFULPLQDWRU\¶�DQG�WRRN�DQ�DPHQGHG�
YHUVLRQ�RI�WKH�GRFXPHQW�WR�EH�UDWL¿HG��

$UJHQWLQD� GLVDSSURYHG� RI� WKH� WUHDW\�� YLHZLQJ� LW� DV� D� WRRO� RI� FRQWURO�
E\�LQWHUQDWLRQDO�DFWRUV��'XULQJ�WKLV�WLPH�SHULRG��$UJHQWLQH�GLSORPDWV�ZRXOG�
IUHTXHQWO\� UHSHDW� WKH� SKUDVH� WKDW� WKH� WUHDW\�ZDV� ³GLVDUPLQJ� WKH� GLVDUPHG�´�
$IWHU�3UHVLGHQW�0HQHP�DVVXPHG�OHDGHUVKLS��$UJHQWLQD¶V�YLHZ�RI�LWV�UROH�LQ�WKH�
LQWHUQDWLRQDO� FRPPXQLW\� EHJDQ� WR� FKDQJH�� HVSHFLDOO\� IROORZLQJ� WKH� QXFOHDU�
WXUQDURXQG��7KLV�PRGHO�SURYLGHV�D�FDXWLRQDU\�DSSURDFK�WR�ZK\�VWDWHV�FKRRVH�
WR�GHQXFOHDUL]H��:KLOH�WKH�137�ZDV�YLHZHG�DV�D�WRRO�RI�FRQWURO�WKURXJKRXW�WKH�
PLOLWDU\�UXOH�RI�$UJHQWLQD��LW�ZDV�ODWHU�YLHZHG�DV�D�WUXVWHG�PHFKDQLVP�WKURXJK�
ZKLFK�$UJHQWLQD�FRXOG�DVVXUH�WKH�ZRUOG�LW�KDG�FRPPLWWHG�WR�GHQXFOHDUL]DWLRQ��

%UD]LO��6HFXULW\�0RGHO
�:KLOH�VLPLODU�WR�$UJHQWLQD��%UD]LO¶V�VHFXULW\�HQYLURQPHQW�DW�WKH�WLPH�

ZDV�HYHQ�PRUH�SHDFHIXO��%UD]LO�KDG�QR�ERUGHU�GLVSXWHV�ZLWK�$UJHQWLQD��QRU�
ZDV�LW�LQYROYHG�LQ�DQ�LVRODWHG�PLOLWDU\�HSLVRGH�VLPLODU�WR�WKH������)DONODQGV�
0DOYLQDV� ZDU�� %UD]LOLDQ�PLOLWDU\� UXOHUV� GXULQJ� WKH� ����V� WKURXJK� WKH� HDUO\�
����V� ZHUH� VHHNLQJ� WR� HQKDQFH� WKHLU� SRVLWLRQ� E\� JDLQLQJ� DFFHSWDQFH� DQG�
OHJLWLPDF\�� UDWKHU� WKDQ� WKUHDWHQLQJ� DQG� FDXVLQJ� FRQÀLFWV� ZLWK� WKHLU� PDMRU�
UHJLRQDO�ULYDO��$]DPEXMD��������7KH�&XEDQ�0LVVLOH�&ULVLV�PRWLYDWHG�%UD]LO�WR�
VLJQ�WKH�7UHDW\�RI�7ODWHOFR��HYHQ�WKRXJK�WKH�FRXQWU\�ZRXOG�QRW�UDWLI\�WKH�WUHDW\�
XQWLO������DQG�GLG�QRW�IXOO\�DELGH�E\�LW�XQWLO�������%UD]LO¶V�SXVK�IRU�D�QXFOHDU�
ZHDSRQV�IUHH�]RQH�DW�WKH�8�1��GLG�QRW�XOWLPDWHO\�OHDG�WR�D�VROXWLRQ�LQ�WKH�FULVLV�
EXW�LW�GLG�OD\�WKH�JURXQGZRUN�IRU�WKH�7UHDW\¶V�LPSOHPHQWDWLRQ�LQ�������7UHDW\�
RI�7ODWHOROFR���7KLV�VHFXULW\�PRGHO�K\SRWKHVLV� LV�VWLOO�XSKHOG��EXW� LW�GRHV�QRW�
SURGXFH�D�VẊFLHQW�UHDVRQ�IRU�ZK\�WKH�QXFOHDU�SURJUDP�FKDQJHG�FRXUVH�DW�WKH�
WLPH�LW�GLG�
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%UD]LO��'RPHVWLF�0RGHO�
%UD]LO¶V� QXFOHDU� SURJUDP� GHYHORSHG� VLJQL¿FDQWOO\� GXULQJ� WKH� ����V�

DIWHU�D�PXOWLELOOLRQ�GROODU�GHDO�ZLWK�*HUPDQ\��/HDGHUV�LQ�%UD]LO�ZHUH�VHHNLQJ�
HQHUJ\� VHFXULW\� IURP�WKH� �����RLO� VKRFN��DV�ZHOO� DV� VHHNLQJ� WR� VWD\�DKHDG�RI�
$UJHQWLQD¶V� QXFOHDU� SURJUDP� �5HLVV� �������+RZHYHU�� GLVVHQW� IURP�%UD]LOLDQ�
VFLHQWLVWV� RYHU� WKH� LQḢFLHQFLHV� RI� WKH� QXFOHDU� UHDFWRUV� OHG� WR� 3UHVLGHQW�
(UQHVWR�*HLVHO�DQG�WKH�SUHVLGHQW�RI�WKH�%UD]LOLDQ�$VVRFLDWLRQ�IRU�WKH�3URJUHVV�
RI� 6FLHQFH� LQ� ����� WR� GLVFXVV� PRUH� PRGHVW� DSSURDFKHV� WR� %UD]LO¶V� QDWXUDO�
UHVRXUFHV��*ROGHQEHUJ�DQG�)HLYHVRQ��������7KH�DOWHUQDWH�³SDUDOOHO�SURJUDP´�
WKDW� WRRN� SODFH� LQ�%UD]LO� GXULQJ� WKH� ����V� DQG� ����V�� VXFK� DV� WKH�1DWLRQDO�
1XFOHDU� (QHUJ\� &RPPLVVLRQ¶V� �&1(1�� WLHV� ZLWK� WKH� PLOLWDU\� WR� FUHDWH� D�
QXFOHDU�WHVW�VLWH�DW�&DFKLPER��FUHDWHG�DQ�HYHQ�PRUH�LQVHFXUH�HQYLURQPHQW�IRU�
QXFOHDU�VXSSOLHUV�DQG�WKH�GRPHVWLF�QXFOHDU�VFLHQWLVWV�ZKHQ�WKH�SURJUDP�ZDV�
GLVFRYHUHG��*ROGHQEHUJ�DQG�)HLYHVRQ��������%\�WKH�WLPH�-RVH�6DUQH\��WKH�¿UVW�
FLYLOLDQ�SUHVLGHQW��WRRN�SRZHU�LQ�������%UD]LO�KDG�D�SHDFHIXO�QXFOHDU�SURJUDP�
LQ�GLVDUUD\�DQG�D�FRYHU�ZHDSRQV�SURJUDP�OHG�DXWRQRPRXVO\�E\� WKH�PLOLWDU\�
�5HLVV�������

7KHVH�IDFWRUV�FXOPLQDWHG�ZLWK�HYHQ�ODUJHU�FKDQJHV�WR�%UD]LO¶V�QXFOHDU�
SURJUDP��7KH�QHZ�FRQVWLWXWLRQ�LQ�%UD]LO�LQ������UHVWULFWHG�QXFOHDU�DFWLYLW\�WR�
SHDFHIXO�SXUSRVHV�RQO\��DUWLFOH�����;;,,,��D���%UD]LOLDQ�&RQVWLWXWLRQ���6DUQH\¶V�
VXFFHVVRU��)HUQDQGR�&ROORU��SXVKHG�WKH�PLOLWDU\�EDFN�WR�PRUH�WUDGLWLRQDO�UROHV��
UHDFWLQJ�WR�D�UHJLPH�WKDW�KDG�IURP�����������EHHQ�LQ�FKDUJH�RI�%UD]LO¶V�HQWLUH�
RUJDQL]DWLRQDO�VWUXFWXUH��%LWHQFRXUW��������

7KH�GRPHVWLF�SROLWLFV�PRGHO�K\SRWKHVLV�SURYHV�VLJQL¿FDQW�LQ�WKLV�FDVH��
ZLWK� WKH� QHZ� OHDGHUVKLS� RI� &ROORU� UHYHUVLQJ� WKH� PLOLWDU\¶V� GHYHORSPHQW� RI�
QXFOHDU�ZHDSRQV��7KLV�PRGHO�IXUWKHU�GHPRQVWUDWHG�KRZ�WKH�SURFHVV�RI�SXVKLQJ�
WKURXJK�DGGLWLRQDO�PHDVXUHV� WR� YHULI\�GHQXFOHDUL]DWLRQ�ZDV�SURWUDFWHG��7KH�
SDVVDJH� RI� WKH� 4XDGULSDUWLWH� $JUHHPHQW� LQ� ������ ZKLFK� FUHDWHG� D� ELODWHUDO�
YHUL¿FDWLRQ� V\VWHP� ZLWK� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� ZDV� GHOD\HG� LQ� %UD]LO�
DIWHU�&ROORU�ZDV�IRUFHG�RXW�RI�ṘFH�IROORZLQJ�D�EULEHU\�VFDQGDO��:LWK�,WDPDU�
)UDQFR��%UD]LO¶V� SUHVLGHQWLDO� VXFFHVVRU� LQ� SRZHU�� WKHUH�ZDV� QR� WUXH� VXSSRUW�
IURP� &RQJUHVV�� 7KLV� SRVWSRQHG� WKH� SDVVDJH� RI� WKH� DJUHHPHQW� WKURXJK� WKH�
6HQDWH�XQWLO�������5HLVV�������

%UD]LO��1RUPV�0RGHO
%UD]LO�� VLPLODU� WR� $UJHQWLQD�� YLHZHG� WKH� QRQ�SUROLIHUDWLRQ� UHJLPH�

DV�KLJKO\�GLVFULPLQDWRU\��%UD]LOLDQV�QRW�RQO\�YLHZ� WKHLU�QDWLRQ�DV�D� UHJLRQDO�
SRZHU�EXW�DV�D�PDMRU�SRZHU�DV�ZHOO��7KXV��%UD]LO�ZRXOG�QRW�DGKHUH�WR�WUHDWLHV�
WKDW�LGHQWL¿HG�LW�DV�SDUW�RI�WKH�ODWWHU�JURXS�RI�VWDWHV�WKDW�ZRXOG�QRW�EH�DOORZHG�
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WR�SRVVHVV�QXFOHDU�ZHDSRQV��<HW�� IURP� WKH�%UD]LOLDQ�(PEDVV\�3ROLF\�3DSHUV�
LQ� ������ WKH�JRYHUQPHQW� FKDQJHG� LWV� YLHZ� UHJDUGLQJ� WKH� VRFLDO� FRQVWUXFWLRQ�
RI� WKH� 137�� 7KH� %UD]LOLDQV�� ZKLOH� FRQVLGHULQJ� WKH� 137� LPSHUIHFW�� EHOLHYHG�
WKDW�LW�SUHYHQWHG�WKH�VSUHDG�RI�QXFOHDU�ZHDSRQV��DQG�IXUWKHU��WKDW�³%UD]LO�PD\�
FRQVLGHU�LWV�SRVLWLRQ�LQ�WKH�OLJKW�RI�VLJQL¿FDQW�DQG�WDQJLEOH�VWHSV�LQ�WKH�¿HOG�RI�
QXFOHDU�GLVDUPDPHQW�� LQ�DFFRUGDQFH�ZLWK�DUWLFOH�9,�RI�WKH�137´��%LWHQFRXUW�
������������%UD]LO��ZKLFK�VLJQHG�WKH�137�LQ�������GRHV�QRW�YLHZ�WKH�¿YH�QXFOHDU�
SRZHUV�DV�SHUPDQHQW��DQG�EHOLHYHV�WKDW�FRQVLGHUDEOH�SRVLWLYH�H̆RUWV�ZLOO�EULQJ�
DERXW�WKHVH�QDWLRQV¶�GHQXFOHDUL]DWLRQ�

7KLV�PRGHO�ZDV�QRW�D�QHFHVVDU\�FRQGLWLRQ�IRU�%UD]LO�WR�GHQXFOHDUL]H��
7KH� 137� ZDV� SHUFHLYHG� DV� WKH� ODVW� YHVWLJH� RI� LQWHUQDWLRQDO� FRQWURO� RYHU�
GHYHORSLQJ� QDWLRQV�� $OWKRXJK� WKH� YLHZ� RI� QXFOHDU� ZHDSRQV� FKDQJHG� GXULQJ�
WKH�¿QDO�GHFDGHV�LQ�WKH�WZHQWLHWK�FHQWXU\��WKH�OHDGHUVKLS�RI�6DUQH\�DQG�&ROORU�
IRFXVHG� PRUH� RQ� UHJLRQDO� DJUHHPHQWV� WKDQ� RQ� WKH� JOREDO� LQLWLDWLYHV� EHLQJ�
LPSOHPHQWHG�E\�WKH�LQWHUQDWLRQDO�FRPPXQLW\�

6RXWK�$IULFD��6HFXULW\�0RGHO�
6RXWK� $IULFD¶V� VHFXULW\� HQYLURQPHQW� LPSURYHG� PDUNHGO\� GXULQJ� LWV�

GHQXFOHDUL]DWLRQ� LQ� WKH�HDUO\� ����V��8QGHU� WKH� UXOH�RI�3ULPH�0LQLVWHU�-RKQ�
9RUVWHU� LQ�WKH�����V��6RXWK�$IULFD�ZDV�DFTXLULQJ�WKH�FDSDELOLWLHV� WR�SURGXFH�
QXFOHDU� ZHDSRQV�� 7KHVH� FDSDELOLWLHV� XQGHUZHQW� GHYHORSPHQW� DV� 3RUWXJDO¶V�
KROGLQJV�LQ�$QJROD�DQG�0R]DPELTXH�IHOO�LQ�������IROORZHG�E\�WKH�EUHDNGRZQ�
RI�WKH������$OYRU�$FFRUGV�LQ�$QJROD��ZKLFK�EURXJKW�ZLWK�LW�6RYLHW�DLG�DQG�D�
&XEDQ� LQWHUYHQWLRQ� DJDLQVW� 6RXWK� $IULFDQ�EDFNHG� UHEHOV�� ,VRODWHG� IURP� WKH�
:HVW�DQG�IDFLQJ�D�8�1��DUPV�HPEDUJR�DIWHU�WKH�GLVFRYHU\�RI�WKH�.DODKDUL�WHVW�
VLWH�LQ�������WKH�6RXWK�$IULFDQ�JRYHUQPHQW�GHHPHG�WKHUH�ZDV�³QR�DOWHUQDWLYH�
EXW� WR� GHYHORS� D� QXFOHDU� GHWHUUHQW´� �/LEHUPDQ� ������� %\� ������ VL[� QXFOHDU�
ZHDSRQV�GHYLFHV�KDG�EHHQ�FUHDWHG�

:KHQ�)�:��GH�.OHUN�DVVXPHG�SRZHU�LQ�������WKH�PDLQ�VHFXULW\�WKUHDWV�
KDG�UHFHGHG�������VDZ�D�FHDVH�¿UH�DQG�D�WULSDUWLWH�DJUHHPHQW�EHWZHHQ�$QJROD��
&XED�� DQG� 6RXWK�$IULFD�� DQG� WKH� WKUHDWHQLQJ� 6RYLHW� LQÀXHQFH� LQ� WKH� UHJLRQ�
ZDV�FOHDUO\�UHFHGLQJ��7KH�UHVROXWLRQ�RI�WKHVH�IRUPHU�H[WHUQDO�WKUHDWV�OHG�PDQ\�
6RXWK� $IULFDQ� ṘFLDOV� WR� YLHZ� WKH� QXFOHDU� GHWHUUHQW� DV� VXSHUÀXRXV� �5HLVV�
�������7KLV�GRHV� FRQ¿UP� WKH� VHFXULW\�PRGHO¶V� K\SRWKHVLV�� \HW� DQDO\]LQJ� WKH�
RWKHU�PRGHOV�ZLOO�OHDG�WR�D�PRUH�FRPSOHWH�XQGHUVWDQGLQJ�RI�ZK\�6RXWK�$IULFD�
ZRXOG�HQWLUHO\�GLVPDQWOH�LWV�QXFOHDU�GHWHUUHQW�FDSDELOLWLHV�
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6RXWK�$IULFD��'RPHVWLF�0RGHO�
�:LWKLQ�GH�.OHUN¶V�¿UVW�PRQWK�LQ�ṘFH�KH�RUGHUHG�D�KLJK�OHYHO�UHSRUW�

IURP� WKH� $(&� �$WRPLF� (QHUJ\� &RUSRUDWLRQ��� $UPDPHQWV� &RUSRUDWLRQV�
�$UPVFRU��� DQG� WKH� 6$')� �6RXWK� $IULFDQ� 'HIHQVH� )RUFHV�� RQ� GLVPDQWOLQJ�
WKH�QXFOHDU�GHYLFHV��5HLVV��������'H�.OHUN�KDG�D�FOHDU�DQWL�QXFOHDU�SHQFKDQW��
HYLGHQW� LQ� KLV� GHFLVLRQV� WR� OLPLW� WKH� PLOLWDU\¶V� DGYLFH� DQG� UROH� LQ� QXFOHDU�
SROLF\PDNLQJ�FRPSDUHG�WR�WKH�SUHYLRXV�DGPLQLVWUDWLRQV��/LEHUPDQ��������$Q�
LPSRUWDQW�GHYHORSPHQW�RFFXUULQJ�LQ�6RXWK�$IULFD�DW�WKH�WLPH�ZDV�WKH�FKDQJH�
LQ�LWV�DSDUWKHLG�SROLFLHV��7KH�SURIRXQG�SROLWLFDO�WUDQVLWLRQ�EURXJKW�WKH�GH�.OHUN�
DGPLQLVWUDWLRQ� WR� ZRUU\� DERXW� ³QXFOHDU� LQKHULWDQFH´� E\� D� UDGLFDO� SROLWLFDO�
IDFWLRQ��3DELDQ������������7KLV�OHG�WR�WKH�XQXVXDO�DFWLYLWLHV�RI�GHVWUR\LQJ�DOO�WKH�
GHFLVLRQV��GHVLJQ�GRFXPHQWV��DQG�SODQV�EHIRUH�SXEOLFO\�DQQRXQFLQJ� LQ������
WKDW�6RXWK�$IULFD�ZRXOG�GLVPDQWOH� LWV�QXFOHDU�ZHDSRQV��6DJDQ��������7KHVH�
FKDQJHV�LQ�QXFOHDU�SROLF\�XQGHU�)�:��GH�.OHUN�ZHUH�SDUW�RI�D�EURDGHU�VHW�RI�
SODQV�WR�LQWHJUDWH�6RXWK�$IULFD�ZLWK�UHJLRQDO�SDUWQHUV�DQG�WKH�UHVW�RI�WKH�ZRUOG��

'RPHVWLF�DFWRUV�WKDW�ZHUH�SUHYLRXVO\�LQYROYHG�LQ�QXFOHDU�GHYHORSPHQW�
OHIW� WKHLU� SRVLWLRQV�� ZKLFK�PDGH� LW� FRQVLGHUDEO\� HDVLHU� IRU� GH� .OHUN� WR� JDLQ�
PRPHQWXP� IRU� WKH� SROLF\� VKLIW�� 'XULQJ� WKH� ����V�� :DOO\� *UDQW� DQG� $�-�$�
³$PSLH´� 5RX[� IURP� WKH� $(&� ZHUH� LQVWUXPHQWDO� LQ� FRQYLQFLQJ� WKH� 6RXWK�
$IULFDQ�JRYHUQPHQW�WR�GHYHORS�QXFOHDU�HQULFKPHQW�DQG�WKHQ�QXFOHDU�ZHDSRQV��
2WKHU�LQÀXHQWLDO�DFWRUV��VXFK�DV�WKH�IRUPHU�3ULPH�0LQLVWHU�3�:��%RWKD��OHIW�RU�
ORVW�LQÀXHQFH��WKXV�FUHDWLQJ�D�YDFXXP�RI�VXSSRUW�IRU�6RXWK�$IULFD¶V�KDSKD]DUG�
QXFOHDU�SROLF\��5LHVV������������

([DPLQLQJ� WKH� FRVWV� RI� WKH� QXFOHDU� SURJUDP�� 6RXWK� $IULFD� ZDV�
DEOH� WR� GHYHORS� LWV� QXFOHDU� FDSDELOLW\� UHODWLYHO\� FKHDSO\�� 7KH� ZHDSRQV� FRVW�
DQ�HVWLPDWHG������ WR������PLOOLRQ�GROODUV��ZKLFK�ZDV� FORVH� WR� �����RI� WKH�
GHIHQVH�EXGJHW��,ELG����<HW�)LQDQFH�0LQLVWHU�%DUHQG�GX�3OHVVLV�TXHVWLRQHG�WKH�
HFRQRPLF�FRVWV�RI�WKH�QXFOHDU�HQULFKPHQW�SURJUDP�DQG�ZRUNHG�GXULQJ������
WR� EUHDN� WKH� LVRODWLRQ� LPSRVHG� RQ� 6RXWK�$IULFD� E\� VXSSRUWLQJ� LWV� HFRQRPLF�
RULHQWDWLRQ�XQGHU�GH�.OHUN��7KHVH�SROLFLHV� LQFOXGLQJ�UHGXFLQJ� LPSRUW� WDUL̆V�
DQG�TXRWDV��SULYDWL]LQJ�WKH�VWHHO� LQGXVWU\��DQG�RSHQLQJ�XS� IRUHLJQ�H[FKDQJH�
FRQWUROV��/LHEHUPDQ�������

7KH�GRPHVWLF�SROLWLFV�PRGHO�VKRZV�WKDW�WKH�FKDQJH�LQ�OHDGHUVKLS�XQGHU�
GH�.OHUN�EURXJKW�DERXW�D�PDMRU�WUDQVIRUPDWLRQ�LQ�3UHWRULD¶V�QXFOHDU�VWDQFH��
$OWKRXJK�WKHUH�ZDV�D�UHGXFWLRQ�LQ�VHFXULW\�WKUHDWV��LW�WRRN�D�VWUDWHJLF�FKDQJH�LQ�
WKH�GRPHVWLF�HQYLURQPHQW�IRU�6RXWK�$IULFD�WR�DOWHU�LWV�SROLFLHV��1RW�RQO\�ZHUH�
WKH�ZHDSRQV�XQQHFHVVDU\��EXW�WKH\�ZHUH�EHFRPLQJ�D�OLDELOLW\��'H�.OHUN�VWDWHG�
LQ�0DUFK������WKDW��³D�QXFOHDU�GHWHUUHQW�KDG�EHFRPH�QRW�RQO\�VXSHUÀXRXV��EXW�
LQ� IDFW�DQ�REVWDFOH� WR�GHYHORSPHQW�RI�6RXWK�$IULFD¶V� LQWHUQDWLRQDO� UHODWLRQV´�
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�5HLVV� ������� 7KLV� H[DPLQDWLRQ� RI� WKH� QRUPDWLYH� HQYLURQPHQW� VXUURXQGLQJ�
6RXWK�$IULFD¶V�GHQXFOHDUL]DWLRQ�VKHGV�QHZ�OLJKW�RQ�ZKDW�IDFWRUV�LQÀXHQFHG�GH�
.OHUN¶V�UHDVRQLQJ��

6RXWK�$IULFD��1RUPV�0RGHO�
� 'XULQJ� WKH� ����V�� PDQ\� 6RXWK� $IULFDQ� ṘFLDOV� YLHZHG� D� QXFOHDU�

GHWHUUHQW� DV� D� V\PERO� RI� VWUHQJWK�� %ULJDGLHU� %RVVLH�+X\VHU� KDG� ³JUDQGLRVH�
LGHDV�DERXW�WKH�µVWDWXV¶�WKDW�QXFOHDU�ZHDSRQV�ZRXOG�EHVWRZ�RQ�6RXWK�$IULFD´�
DFFRUGLQJ�WR�'U��$QGUH�%X\V��D�IRUPHU�6RXWK�$IULFDQ�QXFOHDU�ṘFLDO��/LEHUPDQ�
�����������7KH�137�ZDV�YLHZHG�DV�GLVFULPLQDWRU\�DQG�K\SRFULWLFDO��VLQFH�WKH�
�����QXFOHDU�WHVW�LQ�,QGLD�EURXJKW�ZLWK�LW�OLWWOH�SXEOLF�RXWUDJH�FRPSDUHG�WR�WKH�
GLSORPDWLF�FHQVXUH�IROORZLQJ�WKH�GLVFRYHU\�RI�WKH������.DODKDUL�WHVW�VLWH��5HLVV�
�������+RZHYHU��SUHVVXUH�IURP�WKH�137�UHJLPH�DIWHU�WKH�GLVFRYHU\�RI�WKH�WHVW�
VLWH�ZDV�HQRXJK�WR�PDNH�WKH�FRVW�RI�WHVWLQJ�IXUWKHU�ERPEV�WRR�KLJK�IRU�3UHWRULD��
:KLOH� WKLV�ZRXOG�QRW� QHFHVVDULO\�PHDQ� WKDW� WKH�QRUPDWLYH� VWDWXV� RI� WHVWLQJ�
FKDQJHG�6RXWK�$IULFD¶V�VWDQFH��WKH�ZHLJKW�RI�IRUFH�EDFNHG�E\�WKH�LQWHUQDWLRQDO�
FRPPXQLW\�GLG�DOWHU�WKH�FRXQWU\¶V�QXFOHDU�GHYHORSPHQW��0DQ\�6RXWK�$IULFDQ�
ṘFLDOV�ZRXOG�YLHZ�WKH�QXFOHDU�HPEDUJRHV�IURP�WKH�LQWHUQDWLRQDO�FRPPXQLW\�
DV� DQ� H[WHQVLRQ� RI� WKH� DQWL�DSDUWKHLG� FDPSDLJQV�� 7KXV�� WKH� QRQ�QHJRWLDEOH�
VWDQFH�RI�ṘFLDOV�RQ�DSDUWKHLG�LQ�WKH�����V�GLG�QRW�DOORZ�IRU�WKH�VDQFWLRQV�WR�
GHYHORS�WKHLU�IXOO�SRWHQWLDO�RQ�FKDQJLQJ�3UHWRULD¶V�YLHZ�RQ�QXFOHDU�GHYHORSPHQW�
�,ELG���

'H� .OHUN� DQVZHUHG� YHU\� GL̆HUHQWO\� WR� WKH� FRQGHPQDWLRQ� IURP� WKH�
LQWHUQDWLRQDO�FRPPXQLW\�WKDQ�ZDV�DQDO\]HG�LQ�WKH�SUHYLRXV�PRGHOV��+H�VDZ�
DVFHQVLRQ�WR�WKH�137�DV�D�ZD\�WR�JDLQ�PRUH�FUHGLELOLW\�DQG�GUDZ�VXSSRUW�LQ�
WKH�:HVW�IRU�KLV�GRPHVWLF�SODQV��,ELG����+RZHYHU��WKLV�VLPSO\�PDNHV�RXW�WKH�
137�DV�D�WRRO�WR�JDLQ�VXSSRUW�IRU�FKDQJHV�WKDW�KDG�DOUHDG\�EHHQ�SODQQHG��QRW�
WKH�PDLQ�FDXVDO�IDFWRU�IRU�UHYHUVLQJ�SROLFLHV��$OWKRXJK�WKH�QRUPV�PRGHO�KDG�D�
FRQVWDQW�SUHVHQFH�RQ�6RXWK�$IULFDQ�OHDGHUV��LW�GLG�QRW�VKDSH�WKH�JRYHUQPHQW¶V�
UHDVRQLQJ�HQRXJK�WR�VLJQL¿FDQWO\�FKDQJH�LWV�SROLFLHV�XQWLO�FRQGLWLRQV�LQ�RWKHU�
DUHQDV�FKDQJHG�¿UVW�

&RQFOXVLRQ

,Q� HDFK� RI� WKH� WKUHH� FDVH� QDWLRQV�� WKH� K\SRWKHVHV� ZHUH� H[DPLQHG�
WR� H[SODLQ� ZK\� HDFK� QDWLRQ� FKRVH� WR� GHQXFOHDUL]H�� $Q� LPSURYHG� VHFXULW\�
HQYLURQPHQW�SURYHG�WR�EH�D�QHFHVVDU\�IDFWRU�IRU�6RXWK�$IULFD�WR�GHQXFOHDUL]H��
,Q�UHJDUGV�WR�$UJHQWLQD�DQG�%UD]LO��WKHVH�WZR�QDWLRQV�ZHUH�LQ�DQ�HQYLURQPHQW�
ZKHUH�HDFK�SHUFHLYHG�HDFK�RWKHU�PRUH�DV�ULYDOV�DQG�FRPSHWLWRUV��UDWKHU�WKDQ�DV�
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HQHPLHV��7KH�FKRLFH�WR�GHQXFOHDUL]H�E\�WKHVH�WZR�QDWLRQV�GLG�QRW�LPPHGLDWHO\�
VWHP� IURP� D� UHGXFWLRQ� LQ� VHFXULW\� WKUHDWV�� +RZHYHU�� DQ� LPSRUWDQW� ¿QGLQJ�
EHWZHHQ�$UJHQWLQD�DQG�%UD]LO�ZDV�WKDW�WKH�DJUHHPHQW�RYHU�WKH�5LR�GH�OD�3ODWD�
GLVSXWH�LQ������ZDV�D�QHFHVVDU\�VHWWOHPHQW�EHIRUH�QXFOHDU�GLVDUPDPHQW�EHJDQ�
LQ� HDUQHVW�� 7KLV� EHDUV� VLPLODU� UHVHPEODQFH� WR� 3DNLVWDQ� DQG� ,QGLD¶V� RQJRLQJ�
GLVSXWH� RYHU� .DVKPLU�� (̆HFWLYH� FRQ¿GHQFH�EXLOGLQJ� PHDVXUHV� QHHG� WR� EH�
GHYHORSHG� RXWVLGH� WKH� QXFOHDU� GLDORJXH��+RZHYHU�� ZLWK� WKH� UHFHQW�0XPEDL�
DWWDFNV� LQ�������ULVLQJ� IHDUV�RI�PLOLWDQW�JURXSV�XQGRXEWHGO\�PDNH�DQ\�VXFK�
PHDVXUHV�YHU\�GL̇FXOW��*DQJXO\�DQG�.DSXU�������

7KH� GRPHVWLF� SROLWLFV� SURYHG� WR� EH� D� VLJQL¿FDQW� IDFWRU� LQ� DOO� WKUHH�
FDVHV��$UJHQWLQD¶V�$OIRQVLQ��DQG�WKHQ�0HQHP��VLJQL¿FDQWO\�DOWHUHG�WKH�QDWLRQ¶V�
QXFOHDU�SRVLWLRQ��$V�WKHVH�VDPH�GHYHORSPHQWV�ZHUH�HPHUJLQJ��%UD]LO¶V�6DUQH\��
DQG�WKHQ�&ROORU��IROORZHG�D�VLPLODU�SDWK��(YHQ�6RXWK�$IULFD¶V�OHDGHUVKLS�XQGHU�
GH� .OHUN� SURYHG� WR� EH� H[WUHPHO\� LQÀXHQWLDO�� &RQVLGHUDWLRQ� RI� WKLV� PRGHO�
VKRXOG�EH�QHFHVVDU\�IRU�8�6��QRQ�SUROLIHUDWLRQ�SROLF\��ZKLFK�RQO\�SRVVHVVHV�D�
PRGHVW�DELOLW\�WR�DOWHU�D�VWDWH¶V�QXFOHDU�VWDWXV��(DFK�RI�WKH�WKUHH�FRXQWULHV�GLG�
QRW�MXVW�FRQ¿QH�FKDQJH�WR�WKH�QXFOHDU�UHDOP�EXW�DOVR�DGRSWHG�FKDQJHV�LQ�ODUJHU�
HFRQRPLF�DQG�LQWHUQDWLRQDO�LQWHJUDWLRQ�SURJUDPV�WKDW�ZHUH�WDNLQJ�SODFH��2QH�
QHHGV�WR�EH�FDUHIXO�QRW�PDNH�WKH�DVVXPSWLRQ�WKDW�EHFDXVH�WKH�VWDWHV¶�EHFDPH�
GHPRFUDFLHV�� WKH\� FKRVH� WR� GHQXFOHDUL]H�� $V� ZDV� VHHQ� EHWZHHQ� $UJHQWLQD�
DQG� %UD]LO�� WKHVH� WZR� FRXQWULHV¶� PLOLWDU\� OHDGHUV� LQLWLDWHG� WKH� ¿UVW� QXFOHDU�
GLVFXVVLRQ�EHWZHHQ�WKH�WZR�QDWLRQV�LQ�������

7KH�VLJQL¿FDQFH�RI�WKH�QRUPV�PRGHO�LQ�WKHVH�WKUHH�FDVHV�LV�OHVV�FOHDU��
7KURXJKRXW�WKH�PLOLWDU\�UXOH�LQ�$UJHQWLQD�DQG�WHQXUH�RI�QDWLRQDOLVW�OHDGHUV�LQ�
6RXWK�$IULFD��HDFK�QDWLRQ�XQVXUSULVLQJO\�YLHZHG�WKH�137�DV�GLVFULPLQDWRU\�DQG�
K\SRFULWLFDO��+RZHYHU�� WKH� LQWHUQDWLRQDO� FRQGHPQDWLRQ� WKURXJK� LVRODWLRQ� RI�
QXFOHDU�WHFKQRORJ\�DQG�ZHDSRQV�HTXLSPHQW�ZDV�H̆HFWLYH�DW�VORZLQJ�GRZQ�DQG�
LQFHQWLYL]LQJ�WKH�GHFLVLRQ�WR�IRUJR�QXFOHDU�ZHDSRQV��$V�PRUH�LQWHUQDWLRQDOL]LQJ�
JRYHUQPHQWV�FDPH�WR�SRZHU��WKH�OHDGHUVKLS�ZDV�PXFK�PRUH�UHVSRQVLYH�WR�WKH�
FRQGHPQDWLRQ��WKXV�LQFUHDVLQJ�WKH�H̆HFWLYHQHVV�RI�WKH�QRUPDWLYH�HQYLURQPHQW��
$Q� LPSRUWDQW� LPSOLFDWLRQ� IRU� WKLV� PRGHO� VKRZV� WKDW� ELODWHUDO� RU� UHJLRQDO�
QXFOHDU� QHJRWLDWLRQV�PD\� EH�PRUH� UHDOLVWLF� IRU� QDWLRQV�� DV�ZDV� WKH� FDVH� IRU�
$UJHQWLQD�DQG�%UD]LO��WR�DELGH�E\�EHIRUH�DGKHULQJ�WR�LQWHUQDWLRQDO�DJUHHPHQWV��
:LWK�WKH�HQG�RI�WKH�&ROG�:DU��WKH�V\PEROLVP�DWWDFKHG�WR�QXFOHDU�ZHDSRQV�KDV�
VORZO\�VWDUWHG�WR�UHFHGH��DV�ZHOO�DV�WKHLU�XVHIXOQHVV�LQ�VROYLQJ�FULWLFDO�LVVXHV��
7KXV��WKLV�PRGHO¶V�UHOHYDQFH�DQG�LPSRUWDQFH�ZLOO�FRQWLQXH�WR�LQFUHDVH�RQO\�LI�
WKH�137�UHJLPH�LV�DEOH�WR�HYHQWXDOO\�IXO¿OO�LWV�PDLQ�SLOODU�LQ�$UWLFOH�9,��FDOOLQJ�
IRU� WKH�GLVDUPDPHQW� RI� QXFOHDU�DUPHG� VWDWHV�� RU� HOVH� VXFFHVVIXOO\� FUHDWH� DQ�
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DOWHUQDWLYH�WKDW�VDWLV¿HV�GHPDQGV�IRU�QRQ�SUROLIHUDWLRQ��6DJDQ�������
,W� LV�SHUWLQHQW� WR�GUDZ�D�FRPSDULVRQ�EHWZHHQ�WKH�QRUPV�PRGHO�DQG�

WKH� GRPHVWLF� SROLWLFV� PRGHO�� 7KH\� DUH�PRUH� FORVHO\� UHODWHG� WR� RQH� DQRWKHU�
WKDQ�WKLV�SDSHU�KDV�WDNHQ�LQWR�DFFRXQW��)RU�H[DPSOH��LQWHUQDWLRQDO�WUHDWLHV�DUH�
QRW�DOO�VLJQHG�DW�WKH�VDPH�WLPH�DQG�WKHUH�PXVW�EH�HQRXJK�GRPHVWLF�VXSSRUW�
RU� VXSSRUW� IURP� WKH� OHDGHUVKLS� WR� VLJQ� DQG� UDWLI\� WKH� SROLFLHV�� 7KHUHIRUH�� LW�
PD\�EH�OHVV�XVHIXO�WR�H[DPLQH�WKH�QRUPDWLYH�HQYLURQPHQW�VHSDUDWH�IURP�WKH�
OHDGHUVKLS�RI�WKH�WDUJHWHG�FRXQWULHV�

7KLV�VWXG\�DOVR�GRHV�QRW�IXOO\�DVVHVV�WKH�UROH�RI�VDQFWLRQV�DQG�SRVLWLYH�
LQGXFHPHQWV� IURP� VHQGHU� VWDWHV� GHVLJQHG� WR� DSSO\� SUHVVXUH� RQ� WDUJHWHG�
FRXQWULHV��,UDQ�DQG�1RUWK�.RUHD�DUH�WZR�SUHVHQW�GD\�FDVHV�WKDW�IDOO�LQWR�WKLV�
UHDOP�� ,I� SROLF\PDNHUV� DUH� WR� NHHS� PRGHVW� H[SHFWDWLRQV� IRU� WKH� LQÀXHQFH�
LQWHUQDWLRQDO�DFWRUV�KDYH�RQ�RXWOLHU�VWDWHV��DV�WKLV�SDSHU¶V�WKHVLV�KDV�GHYHORSHG��
WKRVH� LQYROYHG� LQ� FUHDWLQJ� WKH� ULJKW� HQYLURQPHQWDO� FRQGLWLRQV� IRU� QXFOHDU�
SUROLIHUDWRUV� WR� VKLIW� WKHLU� FDOFXOXV� PD\� EHFRPH� GLVHQFKDQWHG� E\� D� ODFN� RI�
UHVXOWV�� $V� WKH� SUHYLRXV� WKUHH� FDVHV� SURYHG�� DQG� DV� SUHVHQW�GD\� FDVHV� KROG�
WUXH�� WKH�SDUDOOHO�QXFOHDU�SURJUDPV�RI� LQZDUG� ORRNLQJ� UHJLPHV�KDYH�EHFRPH�
PRUH�D�V\PERO�RI�QDWLRQDOLVP�WKDQ�D�SURJUDP�IROORZLQJ�D�UDWLRQDO�FRVW�EHQH¿W�
DQDO\VLV��

$SSOLFDWLRQ� RI� WKHVH� PRGHOV� WR� D� ODUJHU� VHW� RI� FDVHV� ZRXOG� KHOS� WR�
IXUWKHU� UH¿QH� WKH� UROH� RI� HDFK� SDUWLFXODU� PRGHO� LQ� GHWHUPLQLQJ� WKH� FKRLFH�
WR� GHQXFOHDUL]H�� 7KLV� IXWXUH� UHVHDUFK� VKRXOG� LQFOXGH� DQ� LQ�GHSWK� DQDO\VLV�
RQ� 3DNLVWDQ� DQG� ,QGLD¶V� HQYLURQPHQW� VHFXULW\� HQYLURQPHQW�� DQG� DGDSW� WKH�
VXFFHVVIXO�PHWKRGV�RI�GHQXFOHDUL]DWLRQ�IURP�WKH�$UJHQWLQD�DQG�%UD]LO�FDVHV��

�)LQDOO\��WKH�IXWXUH�UROH�RI�WKH�137�UHJLPH�LV�NH\�LQ�GLVFXVVLQJ�ODVWLQJ�
DQG�H̆HFWLYH�SROLF\�RQ�GHQXFOHDUL]DWLRQ��7KH�SRZHU� WR�GHOHJDWH� UXOHV� WR� WKH�
LQWHUQDWLRQDO�FRPPXQLW\�LV�VKLIWLQJ�IURP�WKH�³QXFOHDU�¿YH´�WR�D�JUHDWHU�QXPEHU�
RI�ULVLQJ�SRZHUV��,I�WKH�FXUUHQW�QXFOHDU�SRZHUV�QRW�RQO\�DFFRPPRGDWH�WKHVH�
ULVLQJ�SRZHUV��EXW�DOVR�¿QG�ZD\V� WR�DQVZHU�RU�VLJQL¿FDQWO\� UHVSRQG� WR�FDOOV�
IRU�DOO�VWDWHV�WR�DGKHUH�WR�$UWLFOH�9,�RI�WKH�137��WKH�WUHDW\�DQG�LWV�DGGLWLRQDO�
SURWRFROV� FDQ� FRQWLQXH� WR� OHDG� IXWXUH� H̆RUWV� RQ� QRQ�SUROLIHUDWLRQ�� ,I� WKLV�
SURFHVV�GRHV�QRW� OHDG� WR�SHUFHLYHG�HTXLW\�EHWZHHQ�FXUUHQW�DQG�ULVLQJ�PDMRU�
SRZHUV��WKHQ�ZKDW�RFFXUUHG�LQ�WKH������UXOLQJ�RI�816&�UHVROXWLRQ�����²ZLWK�
WKH� WZR�YRWHV� DJDLQVW� WKH� UHVROXWLRQ� FRPLQJ� IURP�%UD]LO� DQG�7XUNH\�RQ� WKH�
ODWHVW� LQWHUQDWLRQDO� ,UDQ�VDQFWLRQV²ZLOO� OLNHO\� OHDG� WR� IXUWKHU� UHVHUYDWLRQ�E\�
WKH� OHDGHUV� RI� WKHVH� DQG� RWKHU� ULVLQJ� QDWLRQV� LQ� VXSSRUWLQJ� SXQLVKPHQW� IRU�
137�YLRODWRUV���Ɉ
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3ROLF\��$FFHVVHG�'HFHPEHU����������KWWS���ZZZ�XVSROLF\�EH�GRVVLHU�QRQ�SUROLIHUDWLRQ�

XQLWHG�VWDWHV�QRQ�SUROLIHUDWLRQSROLF\�GRVVLHU

3DELDQ�� )UDQN� 9�� ������ ³6RXWK� $IULFD¶V� 1XFOHDU� :HDSRQ� 3URJUDP�� /HVVRQV� )RU� 8�6�� 1RQ�

SUROLIHUDWLRQ�3ROLF\�´�7KH�1RQ�SUROLIHUDWLRQ�5HYLHZ�������

3DONNL�� 'DYLG� '�� DQG� 6KDQH� 6PLWK�� ³&RQWUDVWLQJ� &DXVDO� 0HFKDQLVPV�� ,UDT� DQG� /LE\D�´� ,Q�

6DQFWLRQV��6WDWHFUDIW��DQG�1XFOHDU�3UROLIHUDWLRQ��HGLWHG�E\�(WHO�6ROLQJHQ�����������1HZ�

<RUN��&DPEULGJH�8QLYHUVLW\�3UHVV�������

5HGLFN�� -RKQ�5�� ³7KH� (YROXWLRQ� RI� WKH� $UJHQWLQH�%UD]LOLDQ�1XFOHDU� 5DSSURFKHPHQW��0RUQLQJ�

6HVVLRQ��3DUW���´�,QVWLWXWH�IRU�6FLHQFH�DQG�,QWHUQDWLRQDO�6HFXULW\��$FFHVVHG�'HFHPEHU����

������KWWS���LVLV�RQOLQH�RUJ����DP�D



Hughes, “Denuclearization”
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5HLVV��0LWFKHOO��������%ULGOHG�$PELWLRQV��'�&���:RRGURZ�:LOVRQ�&HQWHU�

6DJDQ��6FRWW�� ������ ³:K\�'R�6WDWHV�%XLOG�1XFOHDU�:HDSRQV�´� ,QWHUQDWLRQDO�6HFXULW\�����QR�� ���

������

6DPDGGDU��6XMHHW��������³7KLQNLQJ�3UROLIHUDWLRQ�7KHRUHWLFDOO\�´�7KH�1RQ�SUROLIHUDWLRQ�5HYLHZ�����

QR������������

6ROLQJHQ��(GHO��������³0LGGOH�(DVW�'HQXFOHDUL]DWLRQ�´�5HYLHZ�RI�,QWHUQDWLRQDO�6WXGLHV�����QR�����

��������

6ROLQJHQ��������,QGXVWULDO�3ROLF\��7HFKQRORJ\��DQG�,QWHUQDWLRQDO�%DUJDLQLQJ��&DOLIRUQLD��6WDQIRUG�

8QLYHUVLW\�3UHVV�

6XEOHWWH�� &DUH\�� ������ ³1XFOHDU�:HDSRQ�1DWLRQV� DQG�$UVHQDOV�´� KWWS���QXFOHDUZHDSRQDUFKLYH�

RUJ�1ZIDT�1IDT����KWPO�1IDT���

� ³7UHDW\� RQ� WKH� 1RQ�3UROLIHUDWLRQ� RI� 1XFOHDU� :HDSRQV� �137��´� 8QLWHG� 1DWLRQV� 2̇FH� IRU�

'LVDUPDPHQW� $̆DLUV�� $FFHVVHG� 2FWREHU� ��� ������ KWWS���ZZZ�XQ�RUJ�GLVDUPDPHQW�

:0'�1XFOHDU�137�VKWPO

:DOW]�� .HQQHWK� 1�� ������ ³1XFOHDU� 0\WKV� DQG� 3ROLWLFDO� 5HDOLWLHV�´� $PHULFDQ� 3ROLWLFDO� 6FLHQFH�

5HYLHZ�����QR������������

:DOW]��������³7KH�6SUHDG�RI�1XFOHDU�:HDSRQV��0RUH�0D\�%H�%HWWHU�´�$GHOSKL�3DSHUV����

QR����������



Clocks and CloudV� LV� D� KLJKO\� FROODERUDWLYH� H̆RUW�� 7KH� MRXUQDO� LV�
SXEOLVKHG� ZLWK� WKH� VXSSRUW� RI� WKH� 6FKRRO� RI� 3XEOLF� $̆DLUV� �63$�� DQG� WKH�
6FKRRO�RI�,QWHUQDWLRQDO�6HUYLFH��6,6���DV�ZHOO�DV�WKHLU�UHVSHFWLYH�XQGHUJUDGXDWH�
FRXQFLOV��:LWKRXW�WKHLU�FRQWLQXHG�VXSSRUW��WKLV�MRXUQDO�ZRXOG�QRW�EH�SRVVLEOH��
:H�DUH�LQFUHGLEO\�WKDQNIXO�WR�ERWK�$VVRFLDWH�'HDQ�0HJ�:HHNHV�DQG�$VVRFLDWH�
'HDQ� 3DWULFN� -DFNVRQ� IRU� WKHLU� XQÀLQFKLQJ� VXSSRUW�� 3URIHVVRUV� .LPEHUO\�
&RZHOO�0H\HUV�DQG�%ULDQ�&UDPHU�FRQWLQXH�WR�WKDQNOHVVO\�DGYLVH�DQG�DGYRFDWH�
IRU�WKH�MRXUQDO�

 
:H� DOVR� RZH� SDUWLFXODU� JUDWLWXGH� WR� PHPEHUV� RI� WKH� $PHULFDQ�

8QLYHUVLW\� FRPPXQLW\�ZKR�KDYH� IXUQLVKHG� YDOXDEOH� DGYLFH� DQG� VXSSRUW� IRU�
WKH� MRXUQDO� WKURXJKRXW� LWV� JURZLQJ�SDLQV��'U��/\Q�6WDOOLQJV� LQ� WKH�2̇FH�RI�
8QGHUJUDGXDWH� 6WXGLHV� FRQWLQXHV� WR� FKDPSLRQ� WKH� MRXUQDO�� 'U�� 0LFKDHO�
0DQVRQ�DQG�WKH�+RQRUV�2̇FH�KDYH�EHHQ�LQVWUXPHQWDO�LQ�UDLVLQJ�WKH�SUR¿OH�RI�
WKH�MRXUQDO�DQG�LQ�HQVXULQJ�D�VWHDG\�SRRO�RI�RXWVWDQGLQJ�DUWLFOHV�DQG�UHYLHZHUV��
-DPHV�+HOPV�KDV�NHSW�WKLV�MRXUQDO�WRJHWKHU�DQG�RXU�PHHWLQJV�RQ�WUDFN��0DWW�
%RXUGRQ�HQVXUHG�¿QDQFLQJ�IRU�WKH�MRXUQDO�DQG�DGYLVHG�RXU�EXGJHW��

)LQDOO\��DOO�RXU�VWD̆�DQG�VWXGHQW�DXWKRUV��ZKHWKHU�SXEOLVKHG�RU�QRW��
GHVHUYH�VSHFLDO�UHFRJQLWLRQ�IRU�WKH�XQERXQGHG�HQHUJ\�ZLWK�ZKLFK�WKH\�KDYH�
DSSURDFKHG�WKLV�H[SHULPHQW��7KH�DUWLFOHV�ZH�SXEOLVK�UHSUHVHQW�RQO\�D�VPDOO�
SRUWLRQ�RI�WKH�H[FHOOHQW�UHVHDUFK�FRQGXFWHG�E\�$PHULFDQ�8QLYHUVLW\�VWXGHQWV��
,Q� WKH� \HDUV� WR� FRPH�� ZH� KRSH� WKH� WUHPHQGRXV� UHVSRQVH� WKH� MRXUQDO� KDV�
UHFHLYHG�WKXV�IDU�FRQWLQXHV�WR�YDOLGDWH�RXU�PLVVLRQ�DQG�SXVK�XVH�IRUZDUG�
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Clocks and Clouds�LV�DQ�$PHULFDQ�8QLYHUVLW\�XQGHUJUDGXDWH�UHVHDUFK�
MRXUQDO� WKDW� SXEOLVKHV� DUWLFOHV� RQ� WKH� FXWWLQJ� HGJH� RI� SROLWLFDO� VFLHQFH��
LQWHUQDWLRQDO�VWXGLHV��DQG�SXEOLF�SROLF\��7KH�MRXUQDO� LV�PHDQW�WR�DGG�D�YRLFH�
WR�WKH� LQWHOOHFWXDO�GLDORJXH�ERWK�ZLWKLQ�WKH�$PHULFDQ�8QLYHUVLW\�FRPPXQLW\�
DQG� LQ� EURDGHU� DFDGHPLD�� 2XU� QDPH� FRPHV� IURP� WKH� ZRUN� RI� SKLORVRSKHU�
.DUO�3RSSHU��ZKHUH�FORXGV�DUH�D�PHWDSKRU�IRU�WKH�GLVRUGHUO\�DQG�LUUHJXODU�LQ�
VRFLDO�VFLHQFH�ZKLOH�FORFNV�UHSUHVHQW�WKH�SUHGLFWDEOH�DQG�UDWLRQDO��%\�SURYLGLQJ�
D�YHQXH�IRU�WRS�XQGHUJUDGXDWH�UHVHDUFK��Clocks and Clouds�DLPV�WR�¿QG�WKH�
FORFNV�DPLGVW�WKH�FORXGV�

7KH�MRXUQDO�LV�RUJDQL]HG�DV�DQ�LQGHSHQGHQW�VWXGHQW�UXQ�MRLQW�YHQWXUH�
EHWZHHQ�WKH�6FKRRO�RI�3XEOLF�$̆DLUV��WKH�6FKRRO�RI�,QWHUQDWLRQDO�6HUYLFH��WKH�
6FKRRO�RI�3XEOLF�$̆DLUV�8QGHUJUDGXDWH�&RXQFLO��DQG�WKH�6FKRRO�RI�,QWHUQDWLRQDO�
6HUYLFH�8QGHUJUDGXDWH�&RXQFLO��$PHULFDQ�8QLYHUVLW\�XQGHUJUDGXDWHV�RI�DQ\�
PDMRU� PD\� VXEPLW� ZRUN� IRU� SXEOLFDWLRQ� DQG� ZLOO� KDYH� WKHLU� ZRUN� DVVHVVHG�
WKURXJK�D�GRXEOH�EOLQG�SHHU�UHYLHZ�DQG�UHYLVLRQ�SURFHVV��Clocks and Clouds 
SXEOLVKHV�RQH�LVVXH�SHU�VHPHVWHU�LQ�SULQW�DQG�HOHFWURQLF�IRUPDWV�DQG�DSSRLQWV�
VWD̆�DQG�HGLWRULDO�UHYLHZHUV�IRU�VHPHVWHU�WHUPV��

)RU�PRUH� LQIRUPDWLRQ��RU� WR� OHDUQ�DERXW�SDUWLFLSDWLQJ� LQ�WKH� MRXUQDO�
DV� DQ� DXWKRU�� VWD̆� PHPEHU�� RU� HGLWRULDO� UHYLHZHU�� FRQWDFW� WKH� HGLWRU� DW�
FORFNVDQGFORXGV#DPHULFDQ�HGX��RU�YLVLW�ZZZ�DPHULFDQ�HGX�FORFNVDQGFORXGV��
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All clouds are clocks-

even the most cloudy 

of clouds.

-Karl Popper
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