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7KLV�SDSHU�XQGHUWDNHV� D� FRQFHSWXDO� DQDO\VLV�RI�GHPRFUDF\� DQG� FRQVLGHUV� LWV� UHOHYDQFH� WR� WKH� SUREOHPV�RI

EURDGHQLQJ� SRSXODU� SDUWLFLSDWLRQ�� UHGXFLQJ� SRYHUW\� DQG� VRFLDO� H[FOXVLRQ� DQG� PDQDJLQJ� YLROHQW� FRQIOLFW�

HVSHFLDOO\�LQ�WKH�FRQWHPSRUDU\�(DVW�DQG�6RXWK��:H�DUJXH�WKDW�GHPRFUDF\�LV�FRQVWUXFWHG�DURXQG�WZR�FUHDWLYH

WHQVLRQV��)LUVW��EHWZHHQ�GHPRFUDF\�DV�D�XQLYHUVDO�DVSLUDWLRQ�IRU�SRSXODU�VHOI�UXOH�DQG�RQ�WKH�RWKHU�KDQG�DV�D

KLVWRULFDOO\�ERXQGHG� IRUP� RI� JRYHUQDQFH� LQ� PRGHUQ� VWDWHV� �L�H�� ¶OLEHUDO� GHPRFUDF\·��� 6HFRQG�� EHWZHHQ

GHPRFUDWLF�LQVWLWXWLRQV�DQG�WKH�GLYHUVH�IRUPV�DQG�GLVFRXUVHV�RI�GHPRFUDWLF�SROLWLFV�LQ�SDUWLFXODU�QDWLRQDO�DQG

UHJLRQDO�FRQWH[WV��:H�FRQWHQG�WKDW�GHPRFUDWLF�LQVWLWXWLRQV�ZLOO�RQO\�IORXULVK�LI�WKH\�DUH�VXSSRUWHG�E\�DFWLYH

DQG�EURDGO\�EDVHG�GHPRFUDWLF�SROLWLFV��%XW�FRQYHUVHO\�WKH�GHVLJQ�DQG�VWUXFWXUH�RI�GHPRFUDWLF�LQVWLWXWLRQV�DOVR

PDNHV�D�GLIIHUHQFH��ERWK�RSHQLQJ�VSDFHV�IRU�GHPRFUDWLF�SROLWLFV�DQG�VKDSLQJ�KRZ�HOHFWHG�JRYHUQPHQWV�GHDO

ZLWK�WKH�VXEVWDQWLYH�LVVXHV�RI�SDUWLFLSDWLRQ��VRFLR�HFRQRPLF�MXVWLFH�DQG�FRQIOLFW�
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7KH� SDSHU� LV� D� FROOHFWLYH� HQWHUSULVH� RI� WKH� FR�DXWKRUV� QDPHG� DERYH�� DOO� RI� ZKRP� WRRN� SDUW� LQ� D� ZULWLQJ

ZRUNVKRS� KHOG� DW� WKH� ,QVWLWXWH� RI� 'HYHORSPHQW� 6WXGLHV� LQ� 1RYHPEHU� ������ 7KH� EXON� RI� WKH� ZULWLQJ�

KRZHYHU��ZDV�XQGHUWDNHQ�E\�WKH�WKUHH�SULQFLSDO�FR�DXWKRUV���5RELQ�/XFNKDP��$QQH�0DULH�*RHW]�DQG�0DU\

.DOGRU���ZKR�WKHUHIRUH�WDNH�UHVSRQVLELOLW\�ERWK�IRU�WKH�SDSHU·V�ILQDO�LQFDUQDWLRQ�DQG�IRU�ZKDWHYHU�GHIHFWV�WKH

ODWWHU�PD\�FRQWDLQ��:H�ZLVK�WR�WKDQN�WKH�%ULWLVK�'HSDUWPHQW�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�IRU�IXQGLQJ�WKH

ZULWLQJ�ZRUNVKRS�DV�ZHOO�DV�WKH�EURDGHU�5HVHDUFK�3URJUDPPH�RQ�6WUHQJWKHQLQJ�'HPRFUDWLF�*RYHUQDQFH�LQ

&RQIOLFW�WRUQ� 6RFLHWLHV�� RI� ZKLFK� WKLV� SDSHU� IRUPV� SDUW�� :H� DUH� YHU\� JUDWHIXO� IRU� '),'·V� VXSSRUW� DQG

IRUEHDUDQFH� LQ� DZDLWLQJ� WKH� SURGXFW� RI� RXU� HQGHDYRXUV��7KDQNV� DUH� DOVR� GXH� WR�0DUWLQ�'RRUQERV� IRU� KLV

FRPPHQWV�RQ� D�GUDIW� RI� WKLV�SDSHU�� DQG� WR�$OLVRQ�$\HUV� IRU�KHU� FUHDWLYH� FRQWULEXWLRQ� WR� WKH� GUDIWLQJ� DQG

HGLWLQJ�SURFHVV��DV�ZHOO�DV�WR�5REHUW�0XJJDK�IRU�UHVHDUFK�DVVLVWDQFH�GXULQJ�WKH������ZULWLQJ�ZRUNVKRS��%RWK

$OLVRQ�DQG�5REHUW�SXW�WRJHWKHU�WKH�ELEOLRJUDSK\�ZKLFK�VHUYHG�DV�D�UHVRXUFH�IRU�WKH�SDSHU��$QG�ILQDOO\��WKDQNV

WR�.LP�&ROOLQV�IRU�KHU�SDWLHQFH�LQ�W\SLQJ�DGGLWLRQV�DQG�PDLQWDLQLQJ�YHUVLRQ�FRQWURO�RYHU�WKH�PDQ\�GUDIWV�RI

WKLV�SLHFH�
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,QWURGXFWLRQ �

,� 0HDQLQJV�DQG�0RGHOV�RI�'HPRFUDF\ �

D��+LVWRULFDO�&RQWH[WV�DQG�0RGHOV�RI�'HPRFUDF\ �

E��'HPRFUDWLF�,QVWLWXWLRQV�DQG�'HPRFUDWLF�3ROLWLFV ��

F��&RQWHPSRUDU\�'LVFRXUVHV�DERXW�'HPRFUDF\�LQ�(DVWHUQ�(XURSH��$IULFD�DQG�6RXWK�$VLD ��

G��9DU\LQJ�7UDMHFWRULHV�RI�'HPRFUDWLVDWLRQ ��

L��'HPRFUDWLVLQJ�'HPRFUDF\ ��

LL��3RVW�DXWKRULWDULDQ�WUDQVLWLRQV�WR�GHPRFUDF\ ��

LLL��3RVW�&RQIOLFW�3HDFHEXLOGLQJ�DQG�'HPRFUDWLVDWLRQ ��

,,� 'HHSHQLQJ�'HPRFUDF\��WKH�SROLWLFV�RI�LQFOXVLRQ ��

D��'HPRFUDF\�'HILFLWV ��

E��&UHDWLQJ�6SDFHV�IRU�'HPRFUDWLF�3ROLWLFV ��

F��*HQGHU�%LDVHV�LQ�'HPRFUDFLHV ��

L��7KH�*HQGHUHG�3XEOLF�3ULYDWH�'LYLGH ��

LL��*HQGHUHG�3ROLWLFDO�$JHQF\ ��

LLL��*HQGHUHG�&RQVWUXFWLRQ�RI�&LWL]HQVKLS ��

LY��*HQGHU�)ULHQGO\�,QVWLWXWLRQDO�&KDQJH ��

,,,� 'HPRFUDF\�DQG�3RYHUW\�5HGXFWLRQ ��

D��7KH�3ROLWLFV�RI�3UR�3RRU�3ROLFLHV ��

E��7KH�7HQVLRQ�%HWZHHQ�(IILFLHQF\�DQG�5HVSRQVLYHQHVV ��

F��7KH�1DWXUH�DQG�,QVWLWXWLRQDO�0DNH�XS�RI�WKH�6WDWH ��

L��/HDGHUVKLS ��

LL��/HYHOV�RI�$GPLQLVWUDWLYH�'HFHQWUDOLVDWLRQ�DQG�3ROLWLFDO�'HYROXWLRQ ��

LLL��3ROLF\�&KRLFHV�DQG�,PSOHPHQWDWLRQ�6\VWHPV ��

LY��$FFRXQWDELOLW\�0HDVXUHV ��

G��7KH�6WUHQJWK�RI�6XEDOWHUQ�*URXSV�LQ�&LYLO�6RFLHW\ ��

L��2UJDQLVDWLRQV�RI�WKH�SRRU ��

LL��%XUHDXFUDWLVHG�IRUPV�RI�UHSUHVHQWDWLRQ ��

H��7KH�2UJDQLVDWLRQ�RI�3ROLWLFDO�&RPSHWLWLRQ ��

L��3ROLWLFDO�SDUWLHV ��

LL��&RUSRUDWLVP ��
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,9� 'HPRFUDF\�DQG�,GHQWLW\�%DVHG�&RQIOLFWV��SUREOHP�RU�VROXWLRQ" ��

D��,QWURGXFWLRQ ��

E��&ULVHV�LQ�3ROLWLFDO�$XWKRULW\��'HPRFUDWLVDWLRQ�DQG�&RQIOLFW ��

L��'HOHJLWLPLVDWLRQ�RI�$XWKRULWDULDQ�5XOH ��

LL��)DLOXUHV�RI�'HPRFUDWLF�,QVWLWXWLRQV�7KHPVHOYHV ��

LLL��'HDOLQJ�ZLWK�WKH�3ROLWLFDO�DQG�,QVWLWXWLRQDO�/HJDFLHV�RI�9LROHQFH�$IWHU�&RQIOLFW ��

F��'R�,GHQWLW\�%DVHG�&RQIOLFWV�3RVH�3DUWLFXODU�'LIILFXOWLHV�IRU�'HPRFUDF\" ��

G��3HDFHEXLOGLQJ�DQG�'HPRFUDWLVDWLRQ��&RQWUDGLFWRU\�RU�&RPSOHPHQWDU\" ��

H��+RUVHV�IRU�&RXUVHV"�0DMRULWDULDQ�'HPRFUDF\�DQG�LWV�$OWHUQDWLYHV ��

�L��0DMRULWDULDQ�'HPRFUDF\ ��

�LL��'HPRFUDWLF�&RXQWHU�0DMRULWDULDQLVP ��

�LLL��&RQVRFLDWLRQDOLVP ��

�LY��,QWHJUDWLYH�3RZHUVKDULQJ ��

9� &RQFOXVLRQ ��

$SSHQGL[��LQYHQWRU\�RI�LQVWLWXWLRQDO�FKRLFHV�LQ�GHPRFUDFLHV ��

5HIHUHQFHV ��
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7KH�ODVW�WZR�GHFDGHV�KDYH�ZLWQHVVHG�D�GUDPDWLF�LQFUHDVH�LQ�WKH�QXPEHU�RI�FRXQWULHV�GHVFULELQJ�WKHPVHOYHV�DV

OLEHUDO�GHPRFUDFLHV��,Q�WKH�����V�DQG�HDUO\�����V��PDQ\�FRXQWULHV�LQ�/DWLQ�$PHULFD��$IULFD�DQG�$VLD�DGRSWHG

OLEHUDO� GHPRFUDWLF� V\VWHPV� RI� JRYHUQDQFH�� 7KHQ� LQ� ����� WKH� UHYROXWLRQV� LQ� &HQWUDO� (XURSH� PDUNHG� WKH

FROODSVH�RI�¶3HRSOH·V�'HPRFUDFLHV·�DQG�WUDQVLWLRQ�WR�QHZ�V\VWHPV�ODUJHO\�PRGHOHG�RQ�WKH�:HVWHUQ�H[SHULHQFH�

1HDUO\� HYHU\ZKHUH�� LW� KDV� EHHQ� DUJXHG�� OLEHUDO� UHSUHVHQWDWLYH� GHPRFUDF\� KDV� EHHQ� DFFHSWHG� DV� WKH� EHVW

PHWKRG�RI�PDQDJLQJ�SROLWLFDO�DIIDLUV��7KLV�LV��DV�)UDQFLV�)XNX\DPD��������SXW�LW��WKH�¶(QG�RI�+LVWRU\·�

<HW� WKH� VSUHDG� RI� GHPRFUDF\� KDV� EHHQ� IDU� IURP� VPRRWK�� $XWKRULWDULDQLVP�� SRYHUW\�� FRQIOLFWV� DERXW

LGHQWLW\� DQG� KXPDQ� ULJKWV� YLRODWLRQV� DUH� VWLOO� WKH� GRPLQDQW� FKDUDFWHULVWLFV� RI� SROLWLFV� LQ� ODUJH� SDUWV� RI� WKH

ZRUOG�� :LWK� D� IHZ� H[FHSWLRQV�� WKH� VSUHDG� RI� GHPRFUDWLF� LQVWLWXWLRQV� KDV� EHHQ� DFFRPSDQLHG� E\� SXEOLF

VFHSWLFLVP�� HYHQ� DSDWK\�� H[SUHVVHG� LQ� ORZ� YRWHU� WXUQ�RXW�� GHFOLQLQJ� PHPEHUVKLS� RI� SROLWLFDO� SDUWLHV� DQG

SHUYDVLYH� GLVWUXVW� RI� SROLWLFLDQV�� 5HFHQWO\� HVWDEOLVKHG� GHPRFUDWLF� V\VWHPV� DUH� IDFLQJ� QHZ� GHVWUXFWLYH

FKDOOHQJHV� DQG� LQGHHG� QHZ� GHPDQGV� IRU� VRFLDO� DQG� SROLWLFDO� DUUDQJHPHQWV� WKDW� JR� EH\RQG� WKH� V\VWHPV

FXUUHQWO\�LQ�SODFH�

6RPH� RI� WKH� SUREOHPV� DQG� FKDOOHQJHV� IDFHG� E\� ERWK� QHZO\� HVWDEOLVKHG� GHPRFUDFLHV� DQG� WKRVH� ZLWK

ORQJVWDQGLQJ� WUDGLWLRQV� KDYH� WR� EH� XQGHUVWRRG�� DW� OHDVW� LQ� SDUW�� LQ� WKH� FRQWH[W� RI� JOREDOLVDWLRQ�� /LEHUDO

UHSUHVHQWDWLYH� V\VWHPV� RI� JRYHUQDQFH� DUH� W\SLFDOO\� DVVRFLDWHG� ZLWK� WKH� QDWLRQ�VWDWH� DQG� D� GHILQLWLRQ� RI

FLWL]HQVKLS� WKDW� LV� WHUULWRULDOO\� ERXQGHG��<HW�ZKDW� DSSHDUV� WR� EH� WKH� XQLYHUVDO� DFFHSWDQFH� RI� VXFK� V\VWHPV

RFFXUV� DW� D�PRPHQW�ZKHQ�WKH�HIILFDF\�RI� WHUULWRULDOO\�EDVHG�SROLWLHV� LV� FDOOHG� LQWR�TXHVWLRQ�E\� WKH� JURZLQJ

LQWHUFRQQHFWHGQHVV�RI�SROLWLFDO��VRFLDO��DQG�HFRQRPLF�UHODWLRQVKLSV�DFURVV�QDWLRQDO�ERXQGDULHV��7KH�LQIOXHQFH

RI�LQWHUQDWLRQDO�LQVWLWXWLRQV�VXFK�DV�WKH�,0)�RU�WKH�:RUOG�%DQN��WKH�UROH�RI�GLIIHUHQW�W\SHV�RI�WUDQVQDWLRQDO

QHWZRUNV���PXOWLQDWLRQDO�FRUSRUDWLRQV��GLDVSRUD�JURXSV��YDULRXV�DVVRFLDWLRQDO�H[FKDQJHV�DQG�VR�RQ���FDQ�OLPLW

DQ\�VLQJOH�SROLW\·V�URRP�IRU�PDQRHXYUH�DQG�FRQVHTXHQWO\�GLVWRUW�VWDWH�VRFLHW\�LQWHUDFWLRQ�

,Q�WKLV�SDSHU��ZH�GUDZ�D�GLVWLQFWLRQ�EHWZHHQ�LQVWLWXWLRQV�DQG�SROLWLFV�DQG�ZH�DUJXH�WKDW�WKH�VSUHDG�RI

GHPRFUDWLF�LQVWLWXWLRQV�GRHV�QRW�QHFHVVDULO\�PHDQ�WKH�VSUHDG�RI�GHPRFUDWLF�SROLWLFV��7KH�DUJXPHQW�LV

RUJDQLVHG�DURXQG�WKH�IROORZLQJ�VHW�RI�FRQFHUQV�ZKLFK�DULVH�LQ�FRQWHPSRUDU\�GHEDWHV�RQ�GHPRFUDWLVDWLRQ�

• 7KH�PHDQLQJ�RI�GHPRFUDF\��:H�FRQVLGHU�WKH�GLVWLQFWLRQ�EHWZHHQ�GHPRFUDWLF�LQVWLWXWLRQV�DQG�GHPRFUDWLF

SROLWLFV��:H�DOVR�GLVFXVV�FRQWHPSRUDU\�GHEDWHV�RYHU�WKH�PHDQLQJ�RI�GHPRFUDF\� LQ�GLIIHUHQW� UHJLRQV�RI

WKH�ZRUOG��ZKLFK�GR�QRW�QHFHVVDULO\�LQWHUSUHW�LW�LQ�WKH�VDPH�ZD\�DV�LQ�:HVWHUQ�OLEHUDO�GHPRFUDFLHV�

• 7KH�H[WHQW�RU�¶GHSWK·�RI�GHPRFUDF\��:H�FRQVLGHU�KRZ�IDU�WKH�DFWXDO�SUDFWLVH�RI�GHPRFUDF\�LV�FRQVLVWHQW

ZLWK�DVSLUDWLRQV�IRU�GHPRFUDF\��HVSHFLDOO\�LQ�WHUPV�RI�WKH�ZD\�GLVDGYDQWDJHG�JURXSV���LQFOXGLQJ�ZRPHQ��

H[SHULHQFH�FLWL]HQVKLS�LQ�GHPRFUDWLF�SROLWLHV�

• 7KH�SROLF\�HIIHFWLYHQHVV�RI�GHPRFUDF\��:H�DVN�ZKHWKHU�GHPRFUDF\�DV�D�V\VWHP�FDQ�PHHW�WKH�GHPDQGV�RI

RUGLQDU\� SHRSOH�� SDUWLFXODUO\� WKH� SRRU�� DV� ZHOO� DV� UHFRQFLOLQJ� FRQIOLFWLQJ� H[SHFWDWLRQV� UHJDUGLQJ� VRFLDO

HTXLW\�DQG�HFRQRPLF�JURZWK�
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• 7KH�FRQIOLFW�PDQDJHPHQW�HIIHFWLYHQHVV�RI�GHPRFUDF\��+RZ�IDU�FDQ�GHPRFUDFLHV�SURPRWH�FRPSURPLVH

LQ�WKH�IDFH�RI�FRQIOLFWV��HVSHFLDOO\�WKRVH�WKDW�KDYH�WKH�SRWHQWLDO� WR�EH�YLROHQW�� LQFOXGLQJ�WKRVH�EDVHG�RQ

VHHPLQJO\�SULPRUGLDO�DQG�QRQ�QHJRWLDEOH�LGHQWLW\�FODLPV�

7KURXJKRXW�WKH�SDSHU��ZH�LQYHVWLJDWH�ZKHWKHU�DQG�LQ�ZKDW�ZD\V�FRQWHPSRUDU\�GHPRFUDWLF�LQVWLWXWLRQV�FDQ�EH

GHVLJQHG�VR�DV�WR�IRVWHU�WKH�NLQG�RI�GHPRFUDWLF�SROLWLFV�WKDW�FDQ�H[SUHVV�SRSXODU�GHPDQGV�IRU�SDUWLFLSDWLRQ�

VRFLDO�MXVWLFH�DQG�SHDFH�

,�� �0($1,1*6�$1'�02'(/6�2)�'(02&5$&<

D��+LVWRULFDO �&RQWH[WV�DQG�0RGHOV�RI �'HPRFUDF\

7KH�WHUP�GHPRFUDF\��GHULYLQJ�IURP�FODVVLFDO�*UHHN��PHDQV�UXOH�E\�WKH�SHRSOH���¶GHPRV·��SHRSOH��DQG�;UDWRV

�UXOH� RU� SRZHU��� )URP� WKH� EHJLQQLQJ�� LW� KDV� EHHQ� D� FRQWHVWHG� FRQFHSW�� DULVLQJ� KLVWRULFDOO\� IURP� VWUXJJOHV

DJDLQVW�GHVSRWLF�RU�ROLJDUFKLF�UXOH�DQG�VRFLDO�LQMXVWLFH��2U�WR�SXW�LW�LQ�DQRWKHU�ZD\��LW�ZDV�GHPRFUDWLF�SROLWLFV

ZKLFK�SURGXFHG�GHPRFUDWLF�LQVWLWXWLRQV��<HW�DW�WKH�VDPH�WLPH�WKH�LQVWLWXWLRQV�ZH�PRVW�DVVRFLDWH�ZLWK�PRGHUQ

GHPRFUDF\���IUHH�HOHFWLRQV��SROLWLFDO�DQG�FLYLO�ULJKWV�SURWHFWHG�XQGHU�WKH�UXOH�RI�ODZ�HWF����ZHUH�DOVR�VKDSHG�LQ

SDUW�WKURXJK�WKH�HIIRUWV�RI�GRPLQDQW�JURXSV�WR�FRQILQH�DQG�UHJXODWH�SRSXODU�SDUWLFLSDWLRQ��7KH\�ZLVKHG�WR

HQVXUH� WKDW�GHPRFUDF\�GLG�QRW� LQWHUIHUH�ZLWK� WKH�RSHUDWLRQ�RI�HPHUJLQJ�FDSLWDOLVW�PDUNHWV�� DQG�GLG� WKLV�E\

PDNLQJ�D�VKDUS�GLVWLQFWLRQ�EHWZHHQ�WKH�SXEOLF�VSKHUH�RI�SROLWLFV�DQG�DGPLQLVWUDWLRQ�DQG�WKH�SULYDWH�VSKHUH�RI

WKH�HFRQRP\�DQG�IDPLO\�OLIH��:RRG�������

,Q�WKH�FRQWHPSRUDU\�HUD�� WKH�GHPRFUDWLF� LQVWLWXWLRQV�RI�:HVWHUQ� OLEHUDO�GHPRFUDFLHV�KDYH�DVVXPHG�DQ

LQFUHDVLQJO\� SDUDGLJPDWLF� FKDUDFWHU��+HQFH� LQ� WKH�GHPRFUDWLVLQJ� FRXQWULHV� RI� WKH�(DVW� DQG� 6RXWK� WKH\� DUH

QRZ�ZLGHO\��DQG�LQ�RXU�YLHZ�SUREOHPDWLFDOO\��VHHQ�DV�WKH�VWDUWLQJ�SRLQW�IRU�WKH�FRQVWUXFWLRQ�RI�GHPRFUDWLF

SROLWLFV��UDWKHU�WKDQ�WKH�RWKHU�ZD\�DURXQG�

'HPRFUDWLF�LQVWLWXWLRQV�KDYH�EHHQ�FUHDWHG�LQ�YDU\LQJ�GHJUHHV�WR�PHHW�WKH�IROORZLQJ�JRDOV�

• 7R�HQDEOH�SDUWLFLSDWLRQ�HLWKHU�GLUHFWO\�RU�WKURXJK�HOHFWLRQV�

• 7R�DYRLG�W\UDQQ\�ERWK�E\�DXWRFUDWLF�UXOHUV�DQG��LQ�VRPH�GHPRFUDWLF�V\VWHPV��E\�WKH�PDMRULW\�

• 7R� DVVXUH� RSHQ� DQG� IDLU� FRPSHWLWLRQ� IRU� SRZHU� RQ� WKH� EDVLV� RI� WKH� SRSXODU� YRWH�� DQG� WKXV� WKH

DFFRXQWDELOLW\�RI�JRYHUQPHQWV�DQG�WKH�FLUFXODWLRQ�RI�HOLWHV�

• 7R�SURYLGH�D� IRUXP�IRU�UDWLRQDO�GLVFXVVLRQ�RI�SROLWLFDO�SUREOHPV�DQG�RSWLPXP�VHWWOHPHQW�RI�GLIIHUHQW

DQG�SRWHQWLDOO\�FRQIOLFWLQJ�VRFLDO�LQWHUHVWV�

'LIIHUHQW� PRGHOV� KDYH�PD[LPLVHG� GLIIHUHQW� JRDOV�� %URDGO\� VSHDNLQJ�� LW� LV� SRVVLEOH� WR� GLVWLQJXLVK� EHWZHHQ

SRSXODU� RU� GLUHFW� PRGHOV� RI� GHPRFUDF\�� IRU� ZKLFK� $WKHQV� LV� WKH� SDUDGLJPDWLF� H[DPSOH�� DQG� OLEHUDO

UHSUHVHQWDWLYH�PRGHOV��IRU�ZKLFK�WKH�86�FRQVWLWXWLRQ�LV�WKH�SDUDGLJPDWLF�H[DPSOH�

7KH�$WKHQLDQ�PRGHO�RI�GLUHFW�RU�SDUWLFLSDWRU\�GHPRFUDF\�SODFHG� WKH�HPSKDVLV�RQ� WKH�GLUHFW� DQG

DFWLYH�SDUWLFLSDWLRQ�RI� DOO� FLWL]HQV�DQG�RQ� WKHLU�SROLWLFDO� HTXDOLW\��7KH�VRYHUHLJQ�ERG\�ZKLFK� WRRN� DOO�PDMRU
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GHFLVLRQV�ZDV�WKH�DVVHPEO\�RI�FLWL]HQV�LQ�ZKLFK�DOO�FLWL]HQV�FRXOG�SDUWLFLSDWH��7KH�$VVHPEO\�SURYLGHG�D�IRUXP

IRU� RSHQ� GLVFXVVLRQ� DQG� IRU� UHSUHVHQWDWLRQ� RI� GLIIHUHQW� YLHZV�� DOWKRXJK� FULWLFV� FKDUJHG� WKDW� UDWLRQDO

GLVFXVVLRQ�LQ�D�ERG\�ZKHUH�WKH�TXRUXP�ZDV�������ZDV�QRW�SRVVLEOH��7KH�HPSKDVLV�RI�WKH�$WKHQLDQ�PRGHO

ZDV�RQ�SROLWLFV��7KH�LQVWLWXWLRQDO�DUUDQJHPHQWV�ZHUH�GHVLJQHG�WR�PD[LPLVH�DFWLYH�FLWL]HQVKLS�DQG�ODLG�VWUHVV

RQ�WKH�QRWLRQ�RI�FLYLF�YLUWXH��3HULFOHV�LQ�KLV�IXQHUDO�RUDWLRQ��DWWULEXWHG�WR�KLP�E\�7KXF\GLGHV��VDLG�

+HUH�HDFK�LQGLYLGXDO�LV�LQWHUHVWHG�LQ�KLV�RZQ�DIIDLUV�EXW�LQ�WKH�DIIDLUV�RI�VWDWH�DV�ZHOO«�ZH�GR�QRW�VD\

WKDW�D�PDQ�ZKR�WDNHV�QR�LQWHUHVW�LQ�SROLWLFV�LV�D�PDQ�ZKR�PLQGV�KLV�RZQ�EXVLQHVV��ZH�VD\�WKDW�KH�KDV�QR

EXVLQHVV�KHUH�DW�DOO�

7KLV� PRGHO� RI� SDUWLFLSDWRU\� GHPRFUDF\� ZDV� VWURQJO\� FULWLFLVHG� DW� WKH� WLPH� DQG� VLQFH�� ,W� ZDV� YLHZHG� DV

JRYHUQPHQW� E\� DPDWHXUV�� +RZ� FRXOG� JRYHUQPHQW� DUULYH� DW� VHQVLEOH� GHFLVLRQV� RQ� WKH� EDVLV� RI� GLVFXVVLRQ

EHWZHHQ�LQGLYLGXDOV�ZKR�ODFNHG�H[SHULHQFH�DQG�VNLOO�LQ�JRYHUQPHQW��DQG�ZKR�ZHUH�VR�QXPHURXV�DV�WR�PDNH

VHULRXV�GHEDWH�LPSRVVLEOH"�$QG�LW�ZDV�YXOQHUDEOH�WR�SRSXOLVP�DQG�W\UDQQ\�E\�WKH�PDMRULW\��1RU�ZDV�LW�HYHU

IXOO\� LQFOXVLYH�� &LWL]HQV� H[FOXGHG� ZRPHQ�� VODYHV� DQG� IRUHLJQHUV�� 1HYHUWKHOHVV�� WKLV� QRWLRQ� RI� GLUHFW

SDUWLFLSDWLRQ�UHSUHVHQWV�ERWK�WKH�DSSHDO�DQG�WKH�GLVWDVWH�IRU�GHPRFUDF\�LQ�VXEVHTXHQW�FHQWXULHV�

7KH� OLEHUDO� UHSUHVHQWDWLYH� PRGHO� ZKLFK� HPHUJHG� DW� WKH� HQG� RI� WKH� HLJKWHHQWK� FHQWXU\� SXW� WKH

HPSKDVLV�RQ�SROLWLFDO�FRQWHVWDWLRQ��RQ�UDWLRQDO�GLVFXVVLRQ��DQG�RQ�DYRLGLQJ�W\UDQQ\��,W�ZDV�VRPHWLPHV�NQRZQ

DV�WKH�UHSXEOLFDQ�PRGHO�EHFDXVH�LW�GUHZ�RQ�WKH�H[SHULHQFH�RI�UHSXEOLFDQ�5RPH�DV�ZHOO�DV�WKH�FLW\�VWDWHV�RI

5HQDLVVDQFH�,WDO\��PRUH�WKDQ�GHPRFUDWLF�$WKHQV��.DQW��ZULWLQJ�DW�WKH�HQG�RI�WKH�HLJKWHHQWK�FHQWXU\�LQVLVWHG

WKDW� UHSXEOLFDQLVP��ZKLFK�KH�FRQWUDVWHG�ZLWK�GHPRFUDF\��ZDV� WKH�QHFHVVDU\�FRQGLWLRQ� IRU�SHUSHWXDO�SHDFH�

+H� YLHZHG� (QJODQG� DQG� $PHULFD� DV� UHSXEOLFDQ�� LQ� FRQWUDVW� WR� SRVW�UHYROXWLRQDU\� )UDQFH�� 5HSXEOLFDQLVP

PHDQW�FKHFNV�DQG�EDODQFHV��GHPRFUDF\�KH�HTXDWHG�ZLWK�GHVSRWLVP�

7KH� OLEHUDO� UHSUHVHQWDWLYH� PRGHO� WKXV� SXW� PXFK� PRUH� HPSKDVLV� RQ� LQVWLWXWLRQV� WKDQ� WKH� $WKHQLDQ

PRGHO��7\UDQQ\�ZDV�WR�EH�DYRLGHG�E\�FRQWURO�RI�WKH�H[HFXWLYH�DVVXUHG�WKURXJK�WKH�VHSDUDWLRQ�RI�SRZHUV�DQG

WKURXJK�HPSKDVLV�RQ�LQGLYLGXDO�ULJKWV��5DWLRQDO�GLVFXVVLRQ�ZDV�WR�EH�DFKLHYHG�WKURXJK�WKH�HOHFWLRQ�RI�VNLOOHG

UHSUHVHQWDWLYHV� ZKR�ZRXOG� GHEDWH� WKH� LPSRUWDQW� LVVXHV� RI� WKH� GD\� RQ� EHKDOI� RI� WKH� FLWL]HQV�� &LWL]HQVKLS�

KRZHYHU��ZDV�D�PRUH�SDVVLYH�QRWLRQ�WKDQ�XQGHU�GLUHFW�GHPRFUDF\��&LWL]HQV�HQMR\HG�FHUWDLQ�ULJKWV���ULJKWV�WR

VHFXULW\�DQG�WR�SULYDWH�SURSHUW\�DQG�WR�OLEHUW\���EXW�SULPDULO\�DV�LQGLYLGXDOV�UDWKHU�WKDQ�DV�PHPEHUV�RI�JURXSV

DQG�FRPPXQLWLHV��7KH�PDLQ�IRUP�RI�SDUWLFLSDWLRQ�ZDV�WKURXJK�HOHFWLRQV��DQG�LQLWLDOO\�DW�OHDVW�FLWL]HQVKLS�ZDV

OLPLWHG��LQ�WKH�86$��ZRPHQ�DQG�VODYHV�ZHUH�H[FOXGHG��LQ�(QJODQG��VXIIUDJH�ZDV�EDVHG�RQ�SURSHUW\�

7ZHQWLHWK� FHQWXU\� GHPRFUDF\�� KRZHYHU�� KDV� EURXJKW� DERXW� D� VRPHWLPHV� FRQWUDGLFWRU\� IXVLRQ� RI� WKH

LQVWLWXWLRQV� RI� OLEHUDO� GHPRFUDF\� ZLWK� WKH� SROLWLFV� RI� SDUWLFLSDWRU\� GHPRFUDF\�� DQG� LQ� WKLV� VHQVH� LW� LV� WKH

SURGXFW�RI�WKH�WZR�RYHUODSSLQJ�KLVWRULFDO�UHYROXWLRQV�ZKLFK�HVWDEOLVKHG�¶PRGHUQ·�SROLWLHV���7KH�ILUVW�RI�WKHVH

ZDV� WKH�ERXUJHRLV� UHYROXWLRQ�EHJLQQLQJ� LQ� WKH� HLJKWHHQWK� FHQWXU\�ZKLFK� JDYH� ULVH� WR� WKH� OLEHUDO� RU� OLPLWHG

VWDWH�ZLWK� LQGLYLGXDWHG�FLWL]HQV��JRYHUQPHQW� WKURXJK�FRPSHWLWLYHO\� HOHFWHG� UHSUHVHQWDWLYHV�� DQG�VHSDUDWLRQV

EHWZHHQ�WKH�VWDWH�DQG�WKH�HFRQRP\��EHWZHHQ�WKH�VWDWH�DQG�UHOLJLRXV�DXWKRULWLHV��DQG�EHWZHHQ�WKH�SXEOLF�DQG

WKH�SULYDWH�VSKHUHV�
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7KH�UHVXOWLQJ�SROLWLFDO� LQVWLWXWLRQV�ZHUH�DW� OHDVW�DV�PXFK� OLEHUDO�DV� WKH\�ZHUH�GHPRFUDWLF��7KHUH�DUH�RI

FRXUVH�V\QHUJLHV�EHWZHHQ�WKH� OLEHUDO� LGHDO�RI� OLPLWHG�JRYHUQPHQW�XQGHU� WKH�UXOH�RI� ODZ�DQG�WKH�GHPRFUDWLF

LGHDO�RI�JRYHUQPHQWV�DFFRXQWDEOH� WR� WKHLU�FLWL]HQV�YLD� IUHH�DQG�IDLU� HOHFWLRQV��<HW� WKH� WZR�DUH�FRQFHSWXDOO\

DQG�SUDFWLFDOO\�GLVWLQFW��VHH�7DEOH����

/LEHUDO� VWDWHV�RQO\�EHFDPH�GHPRFUDFLHV� DIWHU� WKH�SROLWLFDO�PRELOLVDWLRQ�RI� WKH�EURDG�PDVV�RI� FLWL]HQV�

LQFOXGLQJ� WKH� XUEDQ� ZRUNLQJ� FODVV� DQG� ZRPHQ�� EHKLQG� GHPDQGV� ZKLFK� LQFOXGHG� WKH� H[WHQVLRQ� RI� WKH

IUDQFKLVH�WR�DOO�DGXOW�FLWL]HQV��$V�+XEHU�HW�DO���������KDYH�DUJXHG��WKLV�VHFRQG�GHPRFUDWLF�UHYROXWLRQ�QRW�RQO\

LQFUHDVHG�FLWL]HQ� LQYROYHPHQW� LQ�WKH�DIIDLUV�RI�JRYHUQPHQW�� LW�H[SDQGHG�WKH�FRQFHSW�RI�FLWL]HQVKLS� LWVHOI� WR

FRYHU�HFRQRPLF�DQG�VRFLDO�DV�ZHOO�DV�SROLWLFDO�HQWLWOHPHQWV��7KDW� LV� WR�VD\�� LW� LQWURGXFHG� WKH� LGHD�RI�VRFLDO

GHPRFUDF\�� QRW� DV� DQ� DOWHUQDWLYH� V\VWHP� RI� UXOH� WR� OLEHUDO� UHSUHVHQWDWLYH� GHPRFUDF\�� EXW� DV� D� ZD\� RI

GHHSHQLQJ�WKH�ODWWHU�DQG�HQVXULQJ�LW�ZDV�PRUH�UHVSRQVLYH�WR�GHPDQGV�IRU�VRFLDO�MXVWLFH�

%XW� WKH� ZLGHQLQJ� RI� VXIIUDJH� DOVR� UHYLYHG� VRPH� RI� WKH� GLOHPPDV� RI� JRYHUQDQFH� WKDW� OLEHUDO

UHSUHVHQWDWLYH� GHPRFUDF\� ZDV� VXSSRVHG� WR� VROYH�� (YHQ� ZLWKLQ� WKH� IUDPHZRUN� RI� VHSDUDWLRQ� RI� SRZHUV�

LQGLYLGXDO�ULJKWV�DQG�FRQVWLWXWLRQDO�JXDUDQWHHV��WKH�PDVV�GHPRFUDFLHV�RI�WKH�WZHQWLHWK�FHQWXU\��HVSHFLDOO\�DIWHU

WKH�HPHUJHQFH�RI�PDVV�PHGLD��UHPDLQ�YXOQHUDEOH�WR�SRSXOLVP�DQG�WKH�DEXVH�RI�SRZHU�E\�HOLWHV�ZKR�DSSHDO�WR

SUHMXGLFH�DQG�PDNH�XVH�RI�SURSDJDQGD�WR�VXVWDLQ�WKHLU�UXOH��PDNLQJ�SOXUDOLVWLF�GHEDWH�PRUH�GLIILFXOW��$W�WKH

VDPH�WLPH�WKH\�DUH�RSHQ�WR�PDQLSXODWLRQ�E\�GRPLQDQW�FDSLWDOLVW� LQWHUHVWV�DEOH�WR�VKDSH�WKH�SROLWLFDO�DJHQGD

WKURXJK�WKHLU�FRQWURO�RI�WKH�PHGLD�DQG�RWKHU�LQVWUXPHQWV�RI�KHJHPRQ\��DQG�WKXV�FRQWDLQ�RU�UHYHUVH�GHPDQGV

IRU�VRFLDO�DQG�HFRQRPLF�MXVWLFH�

7KH�JURZWK�RI�SROLWLFDO�SDUWLHV� LQ�WKH�WZHQWLHWK�FHQWXU\�ZDV�D�ZD\�RI�UHFRQFLOLQJ�WKHVH�FRQWUDGLFWLRQV�

2Q�WKH�RQH�KDQG��PDVV�SROLWLFDO�SDUWLHV�UHSUHVHQW�D�PHFKDQLVP�ERWK�IRU�DFWLYH�SDUWLFLSDWLRQ�DQG�IRU�RSLQLRQ

UHSUHVHQWDWLRQ�DQG�GHEDWH��3ROLWLFDO�SDUWLHV�SURYLGH�D� IRUXP� LQ�ZKLFK� LQGLYLGXDO�RSLQLRQ�FDQ�EH�H[SUHVVHG�

DQG� D� ZD\� RI� JDLQLQJ� DFFHVV� WR� SROLF\PDNHUV�� 7KH\� DUH�� WR� TXRWH� /HQLQ�� WKH� WUDQVPLVVLRQ� EHOW� IURP� FLYLO

VRFLHW\�WR�JRYHUQPHQW��7KURXJK�PHPEHUVKLS�LQ�SROLWLFDO�SDUWLHV��QHZ�IRUPV�RI�DFWLYH�FLWL]HQVKLS�KDYH�EHHQ

GHYHORSHG��%XW�DW�WKH�VDPH�WLPH��SROLWLFDO�SDUWLHV�DUH�DOVR�HOHFWRUDO�PDFKLQHV��FKDQQHOV�IRU�SROLWLFDO�SDWURQDJH

DQG�YHKLFOHV�IRU�WKH�SROLWLFDO�RUJDQLVDWLRQ�RI�SRZHUIXO�HFRQRPLF�DQG�VRFLDO�LQWHUHVWV�

0RUHRYHU�� LQ� VRFLHWLHV� ZKHUH� OLEHUDO� LQVWLWXWLRQV� IDLOHG� WR� WDNH� URRW�� SDUWLHV� KDYH� IUHTXHQWO\� EHHQ

WUDQVIRUPHG�LQWR�LQVWUXPHQWV�RI�FRQWURO��7KXV�LQ�WKH�FRPPXQLVW�(DVW��WKH�VHFRQG��WKH�¶SRSXODU·�GHPRFUDWLF

UHYROXWLRQ� VZDOORZHG� WKH� ILUVW�� ¶OLEHUDO·� UHYROXWLRQ�� 7KH� PDVV� RI� FLWL]HQV� ZDV� PRELOLVHG� E\� UHYROXWLRQDU\

PRYHPHQWV� DQG� SDUWLHV�� RQO\� WR� EH� VXERUGLQDWHG� E\� WKH� ODWWHU� LQ� WKH� DEVHQFH� RI� D� OLEHUDO� VWDWH� WR� SURWHFW

DJDLQVW�W\UDQQLFDO�JRYHUQDQFH��&RQVHTXHQWO\��SRVW�FRPPXQLVW�FRXQWULHV�IDFH�WKH�IRUPLGDEOH�WDVN�RI�EXLOGLQJ

OLEHUDO� DV�ZHOO� DV�GHPRFUDWLF� LQVWLWXWLRQV�� FRPSOLFDWHG� VWLOO� IXUWKHU�E\� WUDQVLWLRQV�IURP�FRPPDQG� WR�PDUNHW

HFRQRPLHV�

                                                                                                                                                            
� 6HH�LQ�SDUWLFXODU�5XHVFKHPH\HU�HW�DO��������:RRG�����
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TABLE 1

,Q�SDUWLDO�FRQWUDVW��PRVW�FRXQWULHV�LQ�WKH�GHYHORSLQJ�6RXWK�JDLQHG�LQGHSHQGHQFH�XQGHU�WKH�IRUPDO�VWUXFWXUHV

RI� OLEHUDO� GHPRFUDF\�� QRW� MXVW� EHFDXVH� WKH� ODWWHU� ZHUH� EHTXHDWKHG� E\� GHSDUWLQJ� FRORQLDO� SRZHUV�� EXW� DOVR

EHFDXVH�WKHLU�SHRSOH�GHPDQGHG�WKHP��+HQFH�WKH\�ZHUH�DW�OHDVW�LQ�SDUW�WKH�SURGXFW�RI�GHPRFUDWLF�SROLWLFV��EXW

DOVR� RI� D� SURFHVV� RI� GHOLEHUDWH� ¶LQVWLWXWLRQDO� WUDQVIHU·� RI� :HVWHUQ� PRGHOV�� (YHQ� WKRXJK� WKHVH� IOHGJOLQJ

GHPRFUDFLHV�ZHUH�RIWHQ�GLVSODFHG�E\�RQH�IRUP�RU�DQRWKHU�RI�DXWKRULWDULDQ�UXOH��WKH�SULQFLSOH�RI�GHPRFUDWLF

JRYHUQDQFH� ZDV� QHYHU� HQWLUHO\� DEDQGRQHG�� ,QGHHG� HYHQ� PLOLWDU\� GLFWDWRUV� KDYH� WHQGHG� WR� SURFODLP� WKHLU

VXSSRUW� IRU� FRQVWLWXWLRQDO� JRYHUQPHQW�� WKH� UXOH� RI� ODZ� DQG� HYHQWXDO� UHWXUQ� WR� FLYLOLDQ� UXOH�� LPSOLFLWO\

UHFRJQLVLQJ�WKHLU�ODFN�RI�SRSXODU�OHJLWLPDF\�

,W�LV�LQ�WKLV�FRQWH[W�WKDW�WKH�GHEDWH�DERXW�WKH�FKDUDFWHU�DQG�PHDQLQJ�RI�GHPRFUDF\�KDV�EHHQ�UHVXUUHFWHG�

7KH� ¶WULXPSK·�RI� WKH� OLEHUDO� UHSUHVHQWDWLYH�PRGHO� KDV� UHVXOWHG� IURP� WKH� FROODSVH� RI� WKH� VR�FDOOHG� ¶3HRSOHV

'HPRFUDFLHV·� LQ� WKH� (DVW� DV� ZHOO� DV� ¶GHYHORSPHQWDO� GLFWDWRUVKLSV·� LQ� WKH� 6RXWK�� 7KH� HQG� RI� DQ\� FUHGLEOH

DOWHUQDWLYH�KDV�FKDQJHG�WKH�WHUPV�LQ�ZKLFK�GHPRFUDF\�LV�WR�EH�MXGJHG��$V�3KLOLSSH�6FKPLWWHU������������ZURWH

UHFHQWO\�

)RU� WKH�ZRUOG·V� HVWDEOLVKHG� OLEHUDO�GHPRFUDFLHV�� WKH�YHU\� DEVHQFH� LQ� WKH�SUHVHQW� FRQWH[W�RI� D� FUHGLEOH

¶V\VWHPLF·�DOWHUQDWLYH�LV�ERXQG�WR�JHQHUDWH�QHZ�VWUDLQV��'HIHQGHUV�RI�WKHVH�UHJLPHV�KDYH�ORQJ�DUJXHG«

WKDW�ZKDWHYHU�LWV�IDXOWV��WKLV�PRGH�RI�SROLWLFDO�UXOH�ZDV�FOHDUO\�SUHIHUDEOH�WR�DQ\�RI�WKH�VHYHUDO�IRUPV�RI

DXWRFUDF\��1RZ��WKHVH�H[WHUQDO�PRGHOV�IRU�FRPSDULVRQ�KDYH��PRVWO\��GLVDSSHDUHG«�$OO�WKDW�UHPDLQV�DUH

LQWHUQDO�VWDQGDUGV�IRU�HYDOXDWLRQ�HQVKULQHG� LQ�D�YDVW�ERG\�RI�QRUPDWLYH�GHPRFUDWLF� WKHRU\�DQG� LQ� WKH

H[SHFWDWLRQV�RI�PLOOLRQV�RI�RUGLQDU\�FLWL]HQV��:KDW�ZLOO�KDSSHQ�ZKHQ�ZHOO�HQWUHQFKHG�HOLWH�SUDFWLFHV�LQ

VXFK� FRXQWULHV� DUH� PHDVXUHG� DJDLQVW� WKHVH� ORQJ�VXERUGLQDWHG� LGHDOV� RI� HTXDOLW\�� SDUWLFLSDWLRQ�

DFFRXQWDELOLW\��UHVSRQVLYHQHVV��DQG�VHOI�UHDOL]DWLRQ"

LIBERAL DEMOCRACY 

  
- Accountable governance 
- Free and fair elections 
- Popular participation 

- Limited government 
- Rule of law 
- Political rights and  
  freedoms 

- Common citizenship 
- Equality under the law 
- Social inclusion 
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E��'HPRFUDWLF�,QVWLWXWLRQV�DQG�'HPRFUDWLF�3ROLWLFV

$FFRUGLQJ�WR�RXU�GHILQLWLRQV��LQVWLWXWLRQV�DUH�D�VRFLDOO\�FRQVWUXFWHG�VHW�RI�DUUDQJHPHQWV�URXWLQHO\�H[HUFLVHG

DQG� DFFHSWHG�� 'HPRFUDWLF� LQVWLWXWLRQV� DUH� LQ� HVVHQFH� D� VHW� RI� DUUDQJHPHQWV� IRU� RUJDQLVLQJ� SROLWLFDO

FRPSHWLWLRQ�� OHJLWLPDWLQJ� UXOHUV� DQG� LPSOHPHQWLQJ� UXOH�� ,Q� WKH�PRGHUQ�ZRUOG� WKH\� JHQHUDOO\� LQYROYH� VRPH

IRUP�RI�SRSXODU�SDUWLFLSDWLRQ��W\SLFDOO\�WKURXJK�IUHH�HOHFWLRQV�WR�GHWHUPLQH�WKH�FRPSRVLWLRQ�RI�WKH�OHJLVODWXUH

DQG�RI�WKH�JRYHUQPHQW� �L�H�� UHSUHVHQWDWLYH�UDWKHU�WKDQ�GLUHFW�GHPRFUDF\���$�IXUWKHU�HVVHQWLDO�FRPSRQHQW� LV

FRQVWLWXWLRQDOLVP�DQG�WKH�UXOH�RI�ODZ��ZKLFK�ERWK�HVWDEOLVK�WKH�EDVLF�UXOHV�RI�UXOH�DQG�HQVXUH�WKDW�WKH�SROLWLFDO

DQG�FLYLO�ULJKWV�DQG�IUHHGRPV�RI�LQGLYLGXDO�FLWL]HQV�DUH�SURWHFWHG��DW�OHDVW�LQ�OLEHUDO�GHPRFUDFLHV�

7KH� GRPLQDQW�:HVWHUQ� WUDGLWLRQ� RI� DQDO\VLV� KROGV� WKDW� WKHVH� LQVWLWXWLRQV� DUH� WKH� EXLOGLQJ� EORFNV� RI

GHPRFUDF\��$FFRUGLQJ� WR�RQH�RI� LWV�PRVW� VHPLQDO� WKLQNHUV�GHPRFUDF\� LV�QRW� ¶DQ�HQG� LQ� LWVHOI� >EXW@� D�PHUH

PHWKRG� WKDW� FRXOG�EH�GLVFXVVHG� UDWLRQDOO\� OLNH� D� VWHDP� HQJLQH�RU� D� GLVLQIHFWDQW·� ���� >EHLQJ� DQ@� ¶LQVWLWXWLRQDO

DUUDQJHPHQW�IRU�DUULYLQJ�DW�SROLWLFDO�GHFLVLRQV�LQ�ZKLFK�LQGLYLGXDOV�DFTXLUH�WKH�SRZHU�WR�GHFLGH�E\�PHDQV�RI�D

FRPSHWLWLYH� VWUXJJOH� IRU� WKH� SHRSOH·V� YRWH·� �6FKXPSHWHU� ������ ���������� +HQFH�� LQ� WKLV� YLHZ�� SROLWLFDO

FRQWHVWDWLRQ�LV�WKH�YHU\�FUX[�RI�GHPRFUDF\��DQG�LV�WKH�SROLWLFDO�FRXQWHUSDUW�RI�FRPSHWLWLRQ� LQ�WKH�HFRQRP\

�3U]HZRUVNL� ������� 6XFK� FRQWHVWDWLRQ� UHTXLUHV� QRW� MXVW� IUHH� HOHFWLRQV�� EXW� DOVR�PXOWL�SDUW\� FRPSHWLWLRQ� WR

HQDEOH�YRWHUV�WR�¶WKURZ�WKH�UDVFDOV�RXW·���WRJHWKHU�ZLWK�D�IUHH�PDUNHW�LQ�SROLWLFDO�LGHDV�JXDUDQWHHG�E\�ULJKWV�RI

SROLWLFDO�RUJDQLVDWLRQ�DQG�H[SUHVVLRQ�

7KLV�6FKXPSHWHULDQ�YLHZ�LV�IXOO\�FRQVLVWHQW�ZLWK�WKH�FXUUHQW�FRQYHQWLRQDO�ZLVGRP��WKDW�WKH�WHVW�RI�WKH

VXSHULRULW\� RI� GHPRFUDF\� LV� LWV� FDSDFLW\� WR� SURYLGH� ZKDW� :HVWHUQ� GRQRU� LQVWLWXWLRQV� QRZ� WHUP� ¶JRRG

JRYHUQDQFH·��:RUOG�%DQN�������L�H��WR�DVVXUH�SROLWLFDO�VWDELOLW\��PDNH�UXOHUV�DFFRXQWDEOH��UHJXODWH�WKH�PDUNHW

DQG�GHOLYHU� WKH�FROOHFWLYH�JRRGV�FLWL]HQV�GHVLUH�� ,W� FDQ�EH�GLVWLQJXLVKHG� IURP� WKH�QRWLRQ� WKDW�GHPRFUDF\� LV

LQGHHG�DQ�HQG�LQ�LWVHOI��D�FUHDWLYH�DQG�VRPHWLPHV�VXEYHUVLYH�SURFHVV�WKURXJK�ZKLFK�WKH�DVSLUDWLRQV�RI�FLWL]HQV

FDQ�EH�H[SUHVVHG��LQ�ZKLFK�GHPRFUDWLF�SROLWLFV�DUH�MXVW�DV�FUXFLDO�DV�GHPRFUDWLF�LQVWLWXWLRQV�

7KH�GLVWLQFWLRQ�EHWZHHQ�GHPRFUDWLF�LQVWLWXWLRQV�DQG�GHPRFUDWLF�SROLWLFV�SDUDOOHOV�WKH�GLVWLQFWLRQ�EHWZHHQ

IRUPDO�RU�SURFHGXUDO�GHPRFUDF\�DQG�VXEVWDQWLYH�GHPRFUDF\��RULJLQDOO\�LQWURGXFHG�E\�GH�7RFTXHYLOOH��)RUPDO

GHPRFUDF\�UHIHUV�WR�WKH� LQVWLWXWLRQV��SURFHGXUHV�RU� URXWLQHV�RI�GHPRFUDWLF�V\VWHPV��6XEVWDQWLYH�GHPRFUDF\

UHIHUV�WR�WKH�UHGLVWULEXWLRQ�RI�SRZHU���WKH�GHJUHH�WR�ZKLFK�DQ�LQGLYLGXDO�FLWL]HQ�LV�DEOH�WR�SDUWLFLSDWH� LQ�WKH

GHFLVLRQV� ZKLFK� DIIHFW� KLV� RU� KHU� OLIH� �.DOGRU� DQG�9HMYRGD� ������� 7KLV� LV� FORVH� WR� /XFNKDP·V� GLVWLQFWLRQ

EHWZHHQ�WKH�QDUUDWLYHV�RI�WKH�¶SROLWLFDO�UHDOLVWV�ZKR�UHJDUG�GHPRFUDF\�SULPDULO\�DV�D�V\VWHP�RI�UXOH�RU�VHW�RI

LQVWLWXWLRQV� DQG� WKDW� RI� WKRVH� ZKR� DVN� WKDW� LW� VKRXOG� OLYH� XS� WR� LWV� HPDQFLSDWRU\� RU� SRSXODU� SURPLVH·

�/XFNKDP������������

3ROLWLFV�FDQ�EH�GHILQHG�DV�WKH�VWUXJJOH�RU�FRPSHWLWLRQ�IRU�SRZHU�RU�IRU�DFFHVV�WR�UXOHUV�DQG�FROOHFWLYH

JRRGV��<HW�QRW� DOO� IRUPV�RI�SROLWLFV� DUH�GHPRFUDWLF�� HYHQ�ZKHQ� WKH\�RFFXU� LQVLGH� WKH� IRUPDO� VWUXFWXUHV�RI

HVWDEOLVKHG� GHPRFUDWLF� LQVWLWXWLRQV�� $FFRUGLQJ� WR� %HHWKDP� �������� GHPRFUDWLF� SROLWLFV� UHTXLUH� QRW� RQO\

SROLWLFDO�FRQWHVWDWLRQ��EXW�DOVR�WKDW�FRQWHVWDWLRQ�EH�WHPSHUHG�E\�FHUWDLQ�EDVLF�PRUDO�DQG�SROLWLFDO�SULQFLSOHV�

LQFOXGLQJ�SRSXODU�FRQWURO� �RYHU�JRYHUQPHQWV�DQG�SROLWLFDO�HOLWHV��DQG�SROLWLFDO�HTXDOLW\� �DPRQJ�DOO� FLWL]HQV��

                                                
� 3HUKDSV�WKH�PRVW�SDUVLPRQLRXV�IRUPXODWLRQ�RI�WKLV�GHILQLWLRQ�KROGV�WKDW�GHPRFUDFLHV�DUH�WKRVH�SROLWLFDO�V\VWHPV�LQ

ZKLFK�JRYHUQPHQWV�ORVH�HOHFWLRQV�
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7KDW�LV� WR�VD\�� WKH\�DUH�WKRVH� LQFOXVLYH�IRUPV�RI�SROLWLFV�ZKLFK�DLP�WR�KROG�GHPRFUDWLF� LQVWLWXWLRQV�WR�WKHLU

GHPRFUDWLF�SURPLVH��E\�

• HQVXULQJ�WKDW�RSHQ�DQG�HIIHFWLYH�FKDOOHQJHV�FDQ�EH�PDGH�WR�JRYHUQPHQWV�DQG�WKHLU�SROLFLHV�WKURXJK�IUHH

DQG�IDLU�HOHFWLRQV��WKH�SDUW\�V\VWHP�DQG�RWKHU�IRUPV�RI�SROLWLFDO�FRQWHVWDWLRQ�

• LQFUHDVLQJ� WKH�VFRSH�IRU�FLWL]HQ�SDUWLFLSDWLRQ��VR� WKDW� WKH�H[HUFLVH�RI�SRZHU� LV�EDVHG�VR� IDU� DV�SRVVLEOH

XSRQ�SHUPDQHQW�GLDORJXH�EHWZHHQ�JRYHUQPHQWV�DQG�WKHLU�FLWL]HQV�

• PD[LPLVLQJ�WKH�DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\�RI�WKH�KROGHUV�RI�SROLWLFDO�SRZHU�DQG�EXUHDXFUDWLF�RIILFH�

DW�DOO�OHYHOV�RI�JRYHUQPHQW�

• JXDUDQWHHLQJ� HTXDO� SROLWLFDO� DQG� FLYLO� ULJKWV� IRU� DOO� FLWL]HQV� DV� ZHOO� DV� WKH� EDVLF� VRFLDO� DQG� HFRQRPLF

HQWLWOHPHQWV�WKDW�HQDEOH�WKHP�WR�IXOO\�H[HUFLVH�WKHVH�ULJKWV�

• SURYLGLQJ�DFFHVVLEOH�SURFHGXUHV�WKURXJK�ZKLFK�WKHVH�ULJKWV�DQG�HQWLWOHPHQWV�FDQ�EH�SURWHFWHG��QRW� MXVW

WKURXJK�WKH�FRXUWV��EXW�DOVR�LQ�GD\��WR�GD\�UHODWLRQVKLSV�ZLWK�DJHQWV�RI�WKH�VWDWH�

• JXDUDQWHHLQJ�HIIHFWLYH�FLWL]HQ�UHGUHVV�DJDLQVW�LQIULQJHPHQWV�RI�ULJKWV�E\�SULYDWH��H�J��FRUSRUDWH��LQWHUHVWV

DV�ZHOO�DV�E\�WKH�VWDWH�

• SURYLGLQJ�PHFKDQLVPV� WR� DVVXUH� WKDW� VXFK� SULYDWH� RU� FRUSRUDWH� LQWHUHVWV� FDQ� EH� KHOG� DFFRXQWDEOH� E\

JRYHUQPHQWV�DQG�FLWL]HQV��DERYH�DOO�ZKHUH�WKH\�LPSLQJH�XSRQ�WKH�SXEOLF�GRPDLQ�DQG�FLWL]HQV·�ULJKWV�

'HPRFUDWLF� SROLWLFV� DV� WKXV� GHILQHG� LQFOXGH�� EXW� DUH� EURDGHU� WKDQ�� WKH� SURFHVVHV� RI� SROLWLFDO� FRQWHVWDWLRQ

ZKLFK� DQLPDWH� OLEHUDO� GHPRFUDFLHV�� 7KH\� GHSHQG� XSRQ� D� FXOWXUH� RI� SDUWLFLSDWLRQ�� LQFOXGLQJ� D� UDQJH� RI

PHFKDQLVPV� �� SOXUDOLVWLF�PHGLD�� DQ� DFWLYH� FLYLO� VRFLHW\�� FRPSHWLQJ� SROLWLFDO� SDUWLHV� HWF�� �� WKURXJK�ZKLFK� DOO

FLWL]HQV�FDQ�� LI� WKH\�ZDQW��DFTXLUH�D�SROLWLFDO�YRLFH�� ,W� LV� WKURXJK�GHPRFUDWLF�SROLWLFV� WKDW�JRYHUQPHQWV�DQG�

PRUH�EURDGO\��GHPRFUDWLF�LQVWLWXWLRQV�DFTXLUH�OHJLWLPDF\�DQG�DUH�PDGH�DFFRXQWDEOH�WR�WKHLU�FLWL]HQV��DQG�FDQ

LQ�WXUQ�UHJXODWH�SRZHUIXO�SULYDWH�LQWHUHVWV�

7KH�GHILQLWLRQ�RI�GHPRFUDWLF�SROLWLFV� DERYH� LQFOXGHV� WKH� FDSDFLW\�RI� FLWL]HQV� �DFWLQJ� LQGHSHQGHQWO\�RU

WKURXJK�JRYHUQPHQW��WR�KROG�SRZHUIXO�SULYDWH�LQWHUHVWV�DV�ZHOO�DV�DJHQWV�RI�WKH�VWDWH�WR�DFFRXQW���IRU�WKUHH

SULQFLSDO�UHDVRQV��)LUVW��LQ�D�JOREDOLVHG�ZRUOG�WKH�WUDGLWLRQDO�GLVWLQFWLRQV�EHWZHHQ�VWDWH�DQG�PDUNHW��SXEOLF�DQG

SULYDWH�� DURXQG� ZKLFK� OLEHUDO� GHPRFUDWLF� LQVWLWXWLRQV� KDYH� EHHQ� FRQVWUXFWHG�� KDYH� EHFRPH� LQFUHDVLQJO\

EOXUUHG�DV�FRUSRUDWH�LQWHUHVWV�KDYH�EHJXQ�WR�UROO�EDFN�WKH�IURQWLHUV�RI�WKH�SXEOLF�GRPDLQ��:RRG�������+HOG�

�������6HFRQG��LW�LV�QR�ORQJHU�DGHTXDWH��LI�LW�HYHU�ZDV��WR�FRQILQH�GHPRFUDWLF�SROLWLFV�WR�WKH�WHUUDLQ�RI�WKH�VWDWH

DQG� QDWLRQDO� JRYHUQPHQW�� ZKHQ� WKH� UHDO� OHYHUV� RI� SROLWLFDO� SRZHU�PD\� OLH� HOVHZKHUH� �� IRU� LQVWDQFH� LQ� WKH

FRUSRUDWH�HFRQRP\��PDVV�PHGLD�DQG�LQWHUQDWLRQDO�ILQDQFLDO� LQVWLWXWLRQV��7KLUGO\��UHFHQW�\HDUV�KDYH�VHHQ�WKH

HPHUJHQFH�RI�QHZ�IRUPV�RI�GHPRFUDWLF�SROLWLFV�ZKLFK�DWWHPSW�WR�OLQN�JUDVV�URRWV�FDPSDLJQV�DFURVV�QDWLRQDO

ERXQGDULHV� DQG� WR�GHYHORS�QRUPV�RI� ¶JOREDO� JRYHUQDQFH·� LQ� RUGHU� WR� LQIOXHQFH� WKH� EHKDYLRXU� QRW� RQO\� RI

QDWLRQDO�JRYHUQPHQWV��EXW�DOVR�RI�WUDQVQDWLRQDO�FRUSRUDWLRQV�DQG�LQWHUQDWLRQDO�LQVWLWXWLRQV���

                                                
� 6HH� WKH� LPSRUWDQW� EXW� QHJOHFWHG� WUDGLWLRQ� RI� WKLQNLQJ� RQ� YDULRXV� IRUPV� RI� SRSXODU�� SDUWLFLSDWRU\� RU� UDGLFDO

GHPRFUDF\��3DWHPDQ�������0RXIIH��HG���������(VFREDU�DQG�$OYDUH]�������
� 6HH�2·%ULHQ�HW�DO���������LQ�UHODWLRQ�WR�ODERXU��HQYLURQPHQW�DQG�ZRPHQ·V�PRYHPHQWV�
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TABLE 2

Institutions Politics

Governance Participation

Legitimation Legitimacy

Contestation for Power Contestation of Power

Formal Equality Substantive Equality

Freedom from (Negative) Freedom to (Positive)

Means Ends

Procedures Process

Method Project / Vision

Effectiveness Emancipation

7KHVH�GLIIHUHQW�GLVWLQFWLRQV�DUH�XVHIXO�LQ�KHOSLQJ�WR�HODERUDWH�WKH�GLIIHUHQFH�EHWZHHQ�LQVWLWXWLRQV�DQG�SROLWLFV�

%URDGO\�VSHDNLQJ��WKH�GHILQLWLRQV�ZKLFK�HPSKDVLVH�PHWKRGV�DQG�SURFHGXUHV�IRU�OHJLWLPDWLQJ�UXOH�DQG�DVVXULQJ

SROLWLFDO�FRQWHVWDWLRQ�DUH�HQFRPSDVVHG�E\�WKH�QRWLRQ�RI�GHPRFUDWLF�LQVWLWXWLRQV��ZKLOH�WKRVH�ZKLFK�HPSKDVLVH

GHPRFUDF\�DV�SDUWLFLSDWLRQ��HTXDOLW\��RU� HPDQFLSDWLRQ�DUH�SDUW�RI� WKH�UHDOP�RI�GHPRFUDWLF�SROLWLFV��7DEOH��

DERYH�VXPPDULVHV�VRPH�RI�WKHVH�GLVWLQFWLRQV�

%XW� KHUH� ZH� VKRXOG�PDNH� WKUHH� LPSRUWDQW� QRWHV� RI� FDXWLRQ�� )LUVW�� GHVSLWH� WKH� HYHU�SUHVHQW� WHQVLRQV

EHWZHHQ�WKHP��QHLWKHU�GHPRFUDWLF�SROLWLFV�QRU�GHPRFUDWLF�LQVWLWXWLRQV�DUH�E\�WKHPVHOYHV�HQRXJK��RU�VKRXOG

EH� VHHQ� DV� DOWHUQDWLYHV� WR� HDFK� RWKHU��7KHUH� LV� FHUWDLQO\� QR� VKRUWDJH� RI� UHFHQW� H[DPSOHV� RI� WKH� SLWIDOOV� RI

HQJLQHHULQJ� GHPRFUDWLF� LQVWLWXWLRQV� IURP� DERYH�� VXFK� DV� WKH�'D\WRQ� $FFRUGV� LQ� %RVQLD� RU� PDQ\� GRQRU�

SURPRWHG�GHPRFUDWLVDWLRQV�LQ�VXE�6DKDUDQ�$IULFD��%XW�HTXDOO\��D�QXPEHU�RI�DWWHPSWV�WR�FRQVWUXFW�SRSXODU�RU

SDUWLFLSDWRU\�¶DOWHUQDWLYHV·�WR�OLEHUDO�GHPRFUDF\�EDVHG�RQ�JUDVVURRWV�HPSRZHUPHQW�RI�RUGLQDU\�FLWL]HQV��DV�LQ

7DQ]DQLD��1LFDUDJXD�DQG�8JDQGD��KDYH�QRW�EHHQ�VXVWDLQDEOH�� LQ�SDUW�EHFDXVH�RI�WKHLU�QHJOHFW�RI�GHPRFUDWLF

LQVWLWXWLRQV��� +HQFH�� DOWKRXJK� RXU� DQDO\VLV� EHORZ� ZLOO� FRQWLQXH� WR� VWUHVV� WKH� LPSRUWDQFH� RI� GHPRFUDWLF

SROLWLFV��ZH�GR�QRW�FRQVLGHU�WKH�ODWWHU�D�UHSODFHPHQW�IRU�GHPRFUDWLF� LQVWLWXWLRQV��5DWKHU�� WKH�FUXFLDO� LVVXH� LV

KRZ�GHPRFUDWLF�LQVWLWXWLRQV�FDQ�EHVW�IRVWHU��DQG�QRW�VWLIOH��GHPRFUDWLF�SROLWLFV��DQG�KRZ�WKH�ODWWHU�FDQ�LQ�WXUQ

EULQJ�OLIH�WR�GHPRFUDWLF�LQVWLWXWLRQV�

$�VHFRQG�PDMRU�FDYHDW� LV� WKDW�WKH�GLIIHULQJ�JRDOV�RI�GHPRFUDWLF�SROLWLFV�PD\�FODVK��DQG�LQGHHG�UHFHLYH

YDU\LQJ� HPSKDVLV� LQ� GLIIHUHQW� VWUDQGV� RI� GHPRFUDWLF� WKRXJKW��+HQFH�� IRU� LQVWDQFH�� WKHUH� LV� DQ� XQUHVROYHG

WHQVLRQ�EHWZHHQ�WKRVH�ZKR�UHJDUG�SROLWLFDO�FRQWHVWDWLRQ�DV�WKH�HVVHQFH�RI�GHPRFUDWLF�SROLWLFV�DQG�WKRVH�ZKR

                                                
� +RZHYHU��WKH�UHDVRQV�IRU�WKH�IDLOXUH�RI�WKHVH�DOWHUQDWLYHV�DUH�FRPSOH[�DQG�DOVR�LQFOXGH�WKH�FRQWUDGLFWLRQV�LQKHUHQW

LQ� DWWHPSWLQJ� WR� IRVWHU� PDVV� SROLWLFDO� SDUWLFLSDWLRQ� IURP� DERYH�� DV� ZHOO� DV� WKH� FRPSHWLWLRQ� IRU� SROLWLFDO� VSDFH
EHWZHHQ� PDVV� RUJDQL]DWLRQV� DQG� RWKHU� GHPRFUDWLF� LQVWLWXWLRQV� VXFK� DV� SROLWLFDO� SDUWLHV� DQG� OHJLVODWXUHV�� 6HH
/XFNKDP��������DQG�2ORND�2Q\DQJR��������������
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JLYH�PRUH�HPSKDVLV�WR�LQFOXVLRQ�DQG�SDUWLFLSDWLRQ��$V�ZH�VKDOO�VHH� ODWHU�� WKHVH�WZR�SRVLWLRQV�DUH�DVVRFLDWHG

ZLWK� FRQWUDVWLQJ� DSSURDFKHV� WR� WKH� GHVLJQ� RI� GHPRFUDWLF� LQVWLWXWLRQV�� IRU� LQVWDQFH� EHWZHHQ� WKRVH� ZKR

HPSKDVLVH�PDMRULWDULDQ�JRYHUQPHQW�PXOWL�SDUW\� FRPSHWLWLRQ�� DQG� WKRVH�ZKR� HPSKDVLVH�SRZHU�VKDULQJ� DQG

DIILUPDWLYH�DFWLRQ�RQ�EHKDOI�RI�ZRPHQ�DQG�PLQRULWLHV��$QRWKHU�VDOLHQW�FOHDYDJH�GLYLGHV� WKRVH�ZKR�FRQILQH

GHPRFUDWLF� ULJKWV� DQG� IUHHGRPV� WR� WKH� SROLWLFDO� RU�SXEOLF� VSKHUH�� DQG� WKRVH�ZKR� DUJXH� �DV�ZH� GR�� IRU� DQ

H[SDQGHG� FRQFHSWLRQ�RI� ULJKWV� XQGHU�ZKLFK� IUHHGRP� IURP�SRYHUW\� DQG�JURVV� VRFLDO� LQHTXDOLW\� DUH� VHHQ� DV

EDVLF�HQWLWOHPHQWV�RI�GHPRFUDWLF�FLWL]HQVKLS�

7KLUGO\��LQ�D�SROLWLFDOO\�DQG�FXOWXUDOO\�GLYHUVH�ZRUOG��LQ�ZKLFK�JOREDOLVDWLRQ�UHLQIRUFHV�VRFLDO�GLIIHUHQFHV

DV� IDVW�DV� LW�EUHDNV� WKHP�GRZQ�� WKHUH� LV�QRW�� DQG�SUREDEO\�FDQQRW�EH��XQLYHUVDO� DJUHHPHQW�RQ� WKH�JRDOV�RI

GHPRFUDWLF�SROLWLFV��QRU�RQ�WKH�LQVWLWXWLRQV�ZKLFK�FDQ�EHVW�H[SUHVV�WKHP��/LEHUDO�GHPRFUDF\��WR�EH�VXUH��KDV

VWURQJ�FODLPV�WR�EH�WKH�SDUDGLJPDWLF�IRUP�RI�GHPRFUDWLF�JRYHUQDQFH��%XW��DV�ZH�VKDOO�HPSKDVLVH�LQ�WKH�QH[W

VHFWLRQ��WKHUH�DUH�KXJH�GDQJHUV�LQ�LPSRVLQJ�LW�XQFULWLFDOO\�RQ�QRQ�:HVWHUQ�VRFLHWLHV�ZLWK�VFDQW�UHJDUG�WR�WKH

ODWWHU·V�RZQ�KLVWRULFDO�H[SHULHQFH�RI�VWUXJJOHV�DJDLQVW�W\UDQQLFDO�UXOH�DQG�HIIRUWV�WR�GHYHORS�WKHLU�RZQ�IRUP�RI

GHPRFUDWLF�SROLWLFV�

F��&RQWHPSRUDU\�'LVFRXUVHV�DERXW�'HPRFUDF\�LQ�(DVWHUQ�(XURSH��$IULFD�DQG

6RXWK�$VLD

7KH�DGRSWLRQ�RI�OLEHUDO�GHPRFUDWLF�LQVWLWXWLRQV�KDV�EHHQ�DQ�LQFUHDVLQJO\�JOREDO�SURFHVV��EDVHG�RQ�LQVWLWXWLRQDO

EOXHSULQWV� WKDW� KDYH� W\SLFDOO\� GUDZQ� KHDYLO\� XSRQ�:HVWHUQ� GHPRFUDFLHV�� %XW� DW� WKH� VDPH� WLPH� WKH� DFWXDO

SUDFWLFH�RI�GHPRFUDWLF�SROLWLFV�KDV�EHHQ�IDU�PRUH�YDULHG��HVSHFLDOO\� LQ�VRFLHWLHV�QRW�VKDULQJ�WKH�FXOWXUDO�DQG

KLVWRULFDO�SDUWLFXODULWLHV�RI�OLEHUDO�GHPRFUDF\��LQFOXGLQJ�WKH�ODWWHU·V�HPSKDVLV�RQ�D�VKDUS�GLVWLQFWLRQ�EHWZHHQ

WKH�SXEOLF�DQG�SULYDWH�VSKHUHV�DQG�XSRQ�WKH�ULJKWV�DQG�REOLJDWLRQV�RI�LQGLYLGXDO�FLWL]HQV��3DUHNK�������

+HQFH�LW�VHHPV�DSSURSULDWH�WR�VXPPDULVH�WKH�PDLQ�FXUUHQWV�LQ�WKH�GHEDWHV�DERXW�GHPRFUDF\�LQ�GLIIHUHQW

UHJLRQV�� :H� VKDOO� IRFXV� HVSHFLDOO\� XSRQ� (XURSH� �(DVW� DQG� :HVW��� $IULFD� DQG� 6RXWK� $VLD��� 2QH� PD\

GLVWLQJXLVK�EHWZHHQ�DQ�HOLWH�GLVFRXUVH� WKDW�KDV�PDQ\� FRPPRQDOLWLHV� LQ�GLIIHUHQW� UHJLRQV� DQG� DQ� DFWLYLVW� RU

LQWHOOHFWXDO�GLVFRXUVH��7KH�GLVWLQFWLYH�IHDWXUH�RI�WKH�HOLWH�GLVFRXUVH�LQ�$IULFD�DQG�(DVWHUQ�(XURSH�KDV�EHHQ�WKH

XQGHUVWDQGLQJ� RI� GHPRFUDF\� SULPDULO\� DV� D� IRUP� RI� OHJLWLPDWLRQ�� HVSHFLDOO\� ZKHUH� JRYHUQPHQWV� DUH

LQWURGXFLQJ� XQSRSXODU� UHIRUPV� DQG� DUH� XQGHU� SUHVVXUH� IURP� :HVWHUQ� LQVWLWXWLRQV�� )RU� (DVW� (XURSHDQ

OHDGHUV��WKLV�KDV�WKH�FRQVHTXHQFH�WKDW�GHPRFUDF\�DOO�WRR�IUHTXHQWO\�KDV�EHHQ�SHUFHLYHG�DV�WRWDOLWDULDQ�SROLWLFV

E\�RWKHU�PHDQV��/HJLVODWLRQ�KDV�EHHQ�YLHZHG�DV�WKH�SROLWLFDO�ZLOO�UHDOLVHG� WKURXJK�D�SDUOLDPHQWDU\�PDMRULW\�

DQG�WKH�PDQ\�RWKHU�FKHFNV�DQG�EDODQFHV�RQ�SRZHU�KDYH�EHHQ�VLGHOLQHG��LQFOXGLQJ�WKH�UXOH�RI�ODZ��WKH�ELJJHVW

FRQVWUDLQW� RQ� WKLV� HOLWH� LQWHUSUHWDWLRQ��� )RU� WKHVH� HOLWHV�� WKH� EHVW� ZD\� WR� JXDUDQWHH� WKH� FRQWLQXDWLRQ� RI

WRWDOLWDULDQ�UXOH�KDV�EHHQ�WKURXJK�VWURQJ�JRYHUQPHQW��KHQFH�WKH�LPSRUWDQFH�DFFRUGHG�WR�SUHVLGHQWLDO�V\VWHPV

LQ�SODFHV�OLNH�<XJRVODYLD��&URDWLD��RU�%HODUXVVLD�

7KLV�XQGHUVWDQGLQJ�KDV�DOVR�JLYHQ�ULVH�WR�DQ�HWKQLF�LQWHUSUHWDWLRQ�RI�FLWL]HQVKLS�ZKLFK�DOORZV�OHDGHUV�WR

FRQWURO�WKH�PDMRULW\��,Q�YLUWXDOO\�DOO�WKH�(DVW�(XURSHDQ�FRQVWLWXWLRQV��FLWL]HQVKLS�LV�GHILQHG�LQ�HWKQLF�WHUPV�

                                                
� :H�FRQFHQWUDWH�RQ� WKHVH� UHJLRQV� VLQFH� WKH\� DUH� WKH� RQHV�ZLWK�ZKLFK�ZH� DUH�PRVW� IDPLOLDU� DQG� DUH� WKH� RQHV� LQ

ZKLFK�RXU�FDVH�VWXG\�FRXQWULHV�DUH�ORFDWHG��%RVQLD��6RXWK�$IULFD��6UL�/DQND��DQG�8JDQGD�
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6RYHUHLJQW\�KDV�EHHQ�LQWHUSUHWHG�DV�HWKQR�QDWLRQDO�VRYHUHLJQW\�DQG��KHQFH��WKH�LQGHSHQGHQFH�RI�WKH�QDWLRQ�

VWDWH�KDV�EHHQ�HTXDWHG�ZLWK�WKH�IUHHGRP�RI�WKH�FLWL]HQV��1DWLRQDOLVW�SROLWLFDO�SDUWLHV�KDYH�EHHQ�PRGHOOHG�RQ

WKH�H[SHULHQFH�RI�&RPPXQLVW�SDUWLHV��UHDFKLQJ�RXW�WR�FRQWURO�DV�PXFK�DV�SRVVLEOH�LQ�VRFLHW\�DQG�HQWUHQFKLQJ

D�¶WKHP·�DQG�¶XV·�PHQWDOLW\�ZKLFK�VHFXUHV�PDMRULWDULDQ�UXOH�

7KLV�ZD\�RI�SHUFHLYLQJ�GHPRFUDF\�KDV�FOHDU�SDUDOOHOV�LQ�$IULFD�ZKHUH�SROLWLFDO�DXWKRULWLHV�RU�LQFXPEHQW

OHDGHUV� KDYH� HQYLVLRQHG� GHPRFUDF\� SULPDULO\� DV� D� YHQW� IRU� SRSXODU� SUHVVXUH� DQG� D� YHKLFOH� IRU� SROLWLFDO

OHJLWLPDWLRQ�� EXW� DV� D� SDWHQW� OLDELOLW\� LQ� WHUPV� RI�PDQDJLQJ� HFRQRPLF� GHYHORSPHQW� RU� LPSOHPHQWLQJ� QHR�

OLEHUDO�UHIRUPV�DQG�SUHYHQWLQJ�QDWLRQDO�GLVLQWHJUDWLRQ��7KXV�WKH\�KDYH�DFFHSWHG�GHPRFUDF\�ODUJHO\�DV�D�SUH�

HPSWLYH�GHIHQFH�DJDLQVW�GRPHVWLF�RSSRVLWLRQ�IRUFHV�DQG�WKH�JRRG�JRYHUQDQFH�FRQFHUQV�RI�:HVWHUQ�GRQRUV�

$V� LQ� (DVWHUQ� (XURSH�� WKLV� XQGHUVWDQGLQJ� RI� GHPRFUDF\� LV� UHIOHFWHG� LQ� FRQVWLWXWLRQV�� RIWHQ� ZULWWHQ� E\

LQFXPEHQWV��ZKLFK�SODFH�PLQLPDO�FKHFNV�RQ�H[HFXWLYH�SRZHU��3UHVLGHQWLDOLVP�KDV�DOVR�EHHQ�IDYRXUHG��D�NLQG

RI�$IULFDQ�¶GHPRFUDWLF�PDQ�RQ�KRUVHEDFN·��ZLWK�IRUPHU�PLOLWDU\�UXOHUV�OLNH�5DZOLQJV�LQ�*KDQD��&RPSDRUp�LQ

%XUNLQD�)DVR�DQG�2EDVDQMR�LQ�1LJHULD�UH�LQYHQWLQJ�WKHPVHOYHV�DV�FLYLOLDQ�SROLWLFLDQV�

$� UHODWHG� EXW� VOLJKWO\� GLIIHUHQW� VWUDQG� LQ� $IULFDQ� HOLWH� GLVFRXUVH� KDV� EHHQ� D� SUHGLOHFWLRQ� IRU� GLUHFW

PHWKRGV�RI�GHPRFUDF\��ERWK�DV�D�ZD\�RI�PRELOLVLQJ�SRSXODU�SDUWLFLSDWLRQ��EXW�PRUH�RIWHQ�WR�VHFXUH�SRSXODU

YDOLGDWLRQ�IRU�HOLWH�SUHIHUHQFHV�WKURXJK�GHPDJRJLF�SROLWLFDO�PDQLSXODWLRQV��)RU�VRPH�$IULFDQ�SRSXOLVWV�� OLNH

$IHUZRUNL�LQ�(ULWUHD��=HQDZL�LQ�(WKLRSLD��DQG�DUJXDEO\�0XVHYHQL�LQ�8JDQGD�� LW� LV�D�SUHIHUHQFH�ERUQ�RXW�RI

WKH� H[SHULHQFH� RI� ZDUWLPH� SRSXODU� PRELOLVDWLRQ�� 1RW� XQOLNH� HDUOLHU� JHQHUDWLRQV� RI� SRSXOLVWV� VXFK� DV

1NUXPDK�� 1\HUHUH� DQG� .DXQGD�� WKH\� KDYH� WHQGHG� WR� VHH� SROLWLFDO� SDUWLHV� DV� LQFRQYHQLHQW�� GLYLVLYH� DQG

LQFRQVLVWHQW�ZLWK�$IULFDQ�WUDGLWLRQV�RI�FRPPXQDOLVP��FRPPXQLW\�VSLULW�DQG�FRQVHQVXV��+HQFH�WKHUH�KDV�EHHQ

D�JHQHUDO�GLVFRPIRUW�ZLWK�PXOWL�SDUW\LVP�DQG�D�QRWLRQDO�SUHIHUHQFH�IRU�¶JRYHUQPHQWV�RI�QDWLRQDO�XQLW\·��HYHQ

LQ�FRXQWULHV�OLNH�SRVW�$SDUWKHLG�6RXWK�$IULFD�ZLWK�RWKHUZLVH�ZHOO�IXQFWLRQLQJ�GHPRFUDWLF�LQVWLWXWLRQV�

:HVWHUQ�(XURSH�DQG�6RXWK�$VLD�LQ�FRQWUDVW�KDYH�D�PXFK�ORQJHU�H[SHULHQFH�RI�IXQFWLRQLQJ�GHPRFUDF\�

,Q�ERWK�UHJLRQV��GHPRFUDF\�ZDV��XQWLO�UHFHQWO\��VLWXDWHG�ZLWKLQ�D�VRFLDO�GHPRFUDWLF�IUDPHZRUN��DFFRUGLQJ�WR

ZKLFK�FLWL]HQVKLS�ZDV�SDVVLYH�EXW�QHYHUWKHOHVV�LQFOXGHG�VRFLDO�ULJKWV�DV�ZHOO�DV�SROLWLFDO�DQG�FLYLO�ULJKWV��,Q�WKH

FRQWH[W�RI�JOREDOLVDWLRQ�DQG�WKH�HURVLRQ�RI�WKLV�VRFLDO�GHPRFUDW�YLVLRQ��D�WHQGHQF\�WR�QDUURZ�WKH�GHILQLWLRQ�RI

GHPRFUDF\� WR� IRUPDO� SURFHGXUHV� IRU� OHJLWLPDWLRQ� FDQ� EH� REVHUYHG�� $V� WKH� SROLWLFDO� GLIIHUHQFHV� EHWZHHQ

SDUWLHV�RQ�HFRQRPLF�DQG�VRFLDO�LVVXHV�KDYH�GHFUHDVHG��VR�GHPRFUDF\�KDV�EHFRPH�D�PRUH�SHUVRQDOLW\�EDVHG�RU

¶WULEDOLVW·�FRQWHVW� IRU� WKH�VHOHFWLRQ�RI�JRYHUQPHQW��KHDYLO\�GHSHQGHQW�RQ�PHGLD� UHSUHVHQWDWLRQ�� ,Q�PXFK�RI

6RXWK� $VLD�� SROLWLFV� KDV� EHFRPH� SULPDULO\� D� PHDQV� RI� JHWWLQJ� DFFHVV� WR� WKH� UHVRXUFHV� RI� WKH� VWDWH� DQG

GLVWULEXWLQJ� SDWURQDJH�� &RUUXSWLRQ� DQG� YLROHQFH� KDYH� EHFRPH�� LQ� VRPH� SODFHV�� HQGHPLF� WR� WKH� SROLWLFDO

SURFHVV��UDLVLQJ�VHULRXV�TXHVWLRQV�DERXW�SROLWLFDO�SDUWLHV�DQG�SROLWLFDO�OHDGHUVKLS�

$V� LQ� $IULFD� DQG� (DVWHUQ� (XURSH�� JURZLQJ� WHQGHQFLHV� WR� XVH� LGHQWLW\� SROLWLFV� DV� D� IRUP� RI� SROLWLFDO

PRELOLVDWLRQ�FDQ�EH�REVHUYHG��6RXWK�$VLD�KDV�VHHQ� WKH�JURZWK�RI�PRUH�H[WUHPH�IRUPV�RI�QDWLRQDOLVP��WKH

%-3�� ,VODPLF�PRYHPHQWV� LQ�3DNLVWDQ�� 6LQKDOD� DQG�7DPLO� H[WUHPLVWV� LQ� 6UL� /DQND�� DV�ZHOO� DV� WKH� VSUHDG� RI

FRQIOLFWV�DURXQG�PLQRULW\�ULJKWV��.DVKPLU��3XQMDE��WKH�ULJKWV�RI�WULEDOV�LQ�$VVDP�LQ�,QGLD�RU�WKH�&KLWWDJRQJ

KLOO� WUDFW� LQ� %DQJODGHVK��� 7KHVH� KDYH� LQ� WXUQ� VWLPXODWHG� GHEDWHV� DERXW� UHIRUP� RI� WRS� GRZQ� LQVWLWXWLRQDO

DUUDQJHPHQWV�� ,QGLD·V� GHEDWHV� RYHU� FHQWUH�VWDWH� UHODWLRQV�� RU� 6UL� /DQND·V� DWWHPSWV� WR� JUDQW� D� GHJUHH� RI
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UHJLRQDO�DXWRQRP\�WR�7DPLO�DUHDV�DUH�H[DPSOHV��,Q�:HVWHUQ�(XURSH��WKRXJK�QDWLRQDOLVW�RU�UDFLVW�SDUWLHV�KDYH

JURZQ�� WKH\�KDYH� UHPDLQHG� LQ� WKH�PLQRULW\�� \HW� LVVXHV� OLNH� UHVWULFWLRQV� RQ� DV\OXP�� RU� D� WRXJKQHVV� WRZDUGV

FULPH�ZKLFK�VRPHWLPHV�FRQFHDOV�D�FRYHUW�UDFLVW�DJHQGD�KDYH�EHHQ�WDNHQ�XS�E\�PDLQVWUHDP�SDUWLHV��7KHUH�LV

DOVR� D� SDUDOOHO� ZLWK� 6RXWK�$VLD� LQ� WKH� GHEDWH� DERXW� UHJLRQV� LQ� (XURSH� DQG� WKH� JURZWK� RI� QDWLRQDOLVP� LQ

6FRWODQG�DQG�:DOHV��&DWDORQLD�DQG�WKH�%DVTXH�FRXQWU\��DQG�1RUWKHUQ�,WDO\�

%\�QR�PHDQV� LV� DOO� WKLV� UHVXUJHQFH� LQ� LGHQWLW\� SROLWLFV� WKH� SURGXFW�RI� HOLWH�PDQLSXODWLRQ� RU� GULYHQ� E\

H[WUHPLVW� DJHQGDV�� &HUWDLQ� IRUPV� RI� LGHQWLW\� SROLWLFV� UHIOHFW� D� UHDO� FRQFHUQ� WKDW� JRYHUQPHQWV� DQG� SROLWLFDO

HOLWHV�DUH�UHPRWH�IURP�WKH�JUDVV�URRWV��&HUWDLQO\�GHFHQWUDOLVDWLRQ�LV�DQ�LPSRUWDQW�VWUDQG�LQ�DOWHUQDWLYH�ERWWRP�

XS�FRQFHSWLRQV�RI�GHPRFUDF\�� WKDW�DUH�FKDOOHQJLQJ�HOLWH�FRQFHSWLRQV�HYHU\ZKHUH��7KH�NH\�IHDWXUHV� LQ�WKHVH

DOWHUQDWLYH�GLVFRXUVHV�LQ�DOO�UHJLRQV�KDYH�EHHQ�WKHLU�LQFUHDVHG�HPSKDVLV�RQ�FLYLO�VRFLHW\�DQG�RQ�SDUWLFLSDWLRQ�

ZKLFK�DUH�YDOXHG�LQ�WKHLU�RZQ�ULJKW�DQG�DV�LQVWUXPHQWV�IRU�FRQGXFWLQJ�SUR�SRRU�VWUXJJOHV�

,Q�$IULFD��DFWLYLVWV�DQG�OHIW�ZLQJ�LQWHOOHFWXDOV�KDYH�WHQGHG�WRZDUG�DPELYDOHQFH��ERWK�V\PSDWKLVLQJ�ZLWK

SRSXOLVW�SROLWLFLDQV·�HPSKDVLV�RQ�GLUHFW�GHPRFUDF\��\HW�H[SUHVVLQJ�FHUWDLQ�UHVHUYDWLRQV��,Q�SODFHV� OLNH�6RXWK

$IULFD�� WKHUH�KDV�HPHUJHG�D�GLVFRXUVH�RI�SDUWLFLSDWRU\�DQG�DFWLYH�FLWL]HQVKLS��ZKLFK�EXLOGV�RQ� WUDGLWLRQV�RI

LQWHUQDO� GHPRFUDF\�ZLWKLQ� UHVLVWDQFH�PRYHPHQWV��:HVWHUQ� OLEHUDO� GHPRFUDF\� LV� VHHQ� WR� KDYH� IDLOHG� LQ� WKH

SDUWLFLSDWRU\�DQG�HTXDOLW\�SURPRWLQJ�DVSHFWV�RI�GHPRFUDF\��+RZHYHU��WKH�H[SHULHQFH�RI�W\UDQQ\���IURP�WKH

DSDUWKHLG�UHJLPH�LQ�6RXWK�$IULFD�DQG�YDULRXV�IRUPV�RI�DXWKRULWDULDQ�JRYHUQDQFH�HOVHZKHUH���LV�WRR�IUHVK�DQG

WRR� WUDXPDWLF� IRU� WKH� ULJKWV�� IUHHGRPV� DQG� SURWHFWLRQV� SURYLGHG� E\� OLEHUDO� GHPRFUDWLF� LQVWLWXWLRQV� WR� EH

OLJKWO\�FDVW�DVLGH�

,QVWHDG� HPSKDVLV� KDV� EHHQ� SODFHG� RQ� GHYHORSLQJ� D� UHYLWDOLVHG� QRWLRQ� RI� FLWL]HQVKLS� ZLWKLQ� WKH

IUDPHZRUN�RI�WKH�ODWWHU��6XFK�D�GHHSHQHG�FRQFHSWLRQ�RI�GHPRFUDF\�LV�HVSHFLDOO\�YLWDO�IRU�WKRVH�SROLWLFDO�DFWRUV

LQ�SRVW�FRQIOLFW�$IULFDQ�VRFLHWLHV�ZKR�KDYH�IUDPHG�WKH�JRDOV�RI�WKHLU�VWUXJJOH�LQ�WHUPV�RI�MXVWLFH��SRSXODU�UXOH

DQG� WUDQVIRUPDWLRQ��)RU� LQ� D� FRQWH[W�ZKHUH� VWUXJJOHV� DJDLQVW� W\UDQQ\� KDYH� DOVR� EHHQ� WLHG� WR� VWUXJJOHV� IRU

VKHHU� PDWHULDO� VXUYLYDO�� GHPRFUDF\� KDV� LQYROYHG� QRWLRQV� RI� UHGLVWULEXWLRQ�� DQG� FLWL]HQVKLS� FRPHV� ZLWK

H[SHFWDWLRQV�RI�ERWK�VXEVWDQWLYH�SDUWLFLSDWLRQ�DQG�PDWHULDO�EHQHILW��7KH�OHJLWLPDF\�RI�IRUPHU�UHYROXWLRQDULHV

DQG�RWKHUV�ZKR�PRYH�LQWR�JRYHUQPHQW�WKXV�UHVWV�RQ�WKHLU�DELOLW\�WR�GHOLYHU�¶WUDQVIRUPDWLRQ·�RU�DW�DQ\�UDWH�WR

UHGLUHFW�UHVRXUFHV�WR�DGGUHVV�WKH�VRFLR�HFRQRPLF�FDXVHV�RI�SRYHUW\�DQG�FRQIOLFW��7KLV�LV�ERWK�D�UHTXLUHPHQW

RI�GHPRFUDWLF�SROLWLFV�DQG��VLQFH�VXFK�DVSLUDWLRQV�DUH�XVXDOO\�GLIILFXOW�WR�VDWLVI\��DQ�LQKHUHQW�VRXUFH�RI�WHQVLRQ

LQ�GHPRFUDWLF�LQVWLWXWLRQV�

,Q� 6RXWK� $VLD�� WKHUH� LV� D� VWURQJ� WUDGLWLRQ� RI� FLYLO� VRFLHW\� DFWLYLVP� DQG� WKH� LQWHUHVWV� RI� GRQRUV� LQ

VWUHQJWKHQLQJ�1*2V�KDYH�FRQWULEXWHG�WR�WKLV�DFWLYLVP��+RZHYHU��WKH�UROH�RI�FLYLO�VRFLHW\�LQ�FRQWULEXWLQJ�WR

PDLQVWUHDP�SROLWLFV�UHPDLQV�XQFOHDU��'HVSLWH�WKH�H[LVWHQFH�RI�PDQ\�RUJDQLVDWLRQV�FRQFHUQHG�ZLWK�VXFK�LVVXHV

DV�KXPDQ�ULJKWV��HOHFWLRQ�PRQLWRULQJ�RU�SROLF\�DGYRFDF\��WKHVH�JURXSV�KDYH�WHQGHG�WR�ODFN�D�FOHDU�DJHQGD�IRU

LQWHUYHQWLRQ�LQ�PDLQVWUHDP�SROLWLFV�

,Q�(XURSH��ERWK�:HVW� DQG�(DVW�� WKH�HPSKDVLV�RQ�FLYLO� VRFLHW\� DQG�SDUWLFLSDWLRQ�KDV� FRPH�RXW�RI� WKH

H[SHULHQFH�RI�VRFLDO�PRYHPHQWV�WKURXJKRXW�(XURSH�LQ�WKH�����V��,QGHHG��WKH�LGHDV�GHYHORSHG�E\�RSSRVLWLRQ

                                                
� )RU� H[DPSOH�� WKH� QHZ� DSSURDFKHV� WR� GHPRFUDF\� DGYRFDWHG� E\� LQWHOOHFWXDOV� VXFK� DV�.RWKDUL� �������� $NH� ������

������DQG�0DPGDQL��������������
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JURXSV� LQ� HDVWHUQ�(XURSH� FRQFHUQLQJ� FLYLO� VRFLHW\� DQG� DQWL�SROLWLFV�ZHUH� WR� KDYH� D� SURIRXQG� LQIOXHQFH� RQ

VRFLDO�PRYHPHQWV�DQG�1*2V�ZRUOGZLGH��7KHVH�(DVW�(XURSHDQ�FRQFHSWV�ZKLFK�VWUHVVHG�WKH�LPSRUWDQFH�RI

SXEOLF� VSDFH� DQG� RUJDQLVDWLRQDO� DXWRQRP\� IRXQG� WKHLU� HFKRHV� LQ� WKH� ZULWLQJV� RI� :HVWHUQ� LQWHOOHFWXDOV

FRQFHUQLQJ� WKH� SXEOLF� VSKHUH�� DQG� GHOLEHUDWLYH� RU� GLDORJLF� GHPRFUDF\�� 7KH� JRDO� ZDV� WR� FRQVWUXFW� QHZ

PHFKDQLVPV� IRU� WKH� WUDQVPLVVLRQ� RI� LGHDV� DQG� RSLQLRQ� DQG� IRU� WKHLU� VHWWOHPHQW� WKURXJK� UHDVRQHG� SXEOLF

GLVFXVVLRQ�� ,Q�(DVWHUQ�(XURSH�� LQ�SDUWLFXODU�� WKH�PRVW� VWULNLQJ�DQG�SRVLWLYH�GHYHORSPHQW�GXULQJ� WKH�����V

ZDV� WKH� UDSLG� JURZWK� RI� 1*2V� WKURXJK� ZKLFK� D� QHZ� JHQHUDWLRQ� FDUULHG� IRUZDUG� WKH� LGHDV� RI� ������ ,Q

FHUWDLQ�� FRXQWULHV�� QRWDEO\�5RPDQLD� DQG� 6ORYDNLD�� WKHVH� JURXSV� GR� VHHP� WR� KDYH� VXFFHHGHG� LQ� LQIOXHQFLQJ

PDLQVWUHDP�SROLWLFV�

$Q� LPSRUWDQW� DVSHFW� RI� WKH� GHEDWH� DERXW� GHPRFUDF\� LQ� (XURSH� KDV� EHHQ� WKH� UROH� RI� (XURSHDQ

LQVWLWXWLRQV��OLNH�WKH�&RXQFLO�RI�(XURSH��WKH�(XURSHDQ�8QLRQ�RU�WKH�26&(��7KH�+HOVLQNL�$JUHHPHQW�RI�����

KDG�SURYLGHG�WKH�(DVW�(XURSHDQ�RSSRVLWLRQ�JURXSV�ZLWK�DQ�LQVWUXPHQW�WKURXJK�ZKLFK�WKH\�FRXOG�FDPSDLJQ

IRU�KXPDQ�ULJKWV��7KXV�IURP�DQ�HDUO\�GDWH�WKH�(DVW�(XURSHDQV�HPSKDVLVHG�WKH�WUDQVQDWLRQDO�FKDUDFWHU�RI�FLYLO

VRFLHW\��(XURSHDQ�LQVWLWXWLRQV�KDYH�EHHQ�XWLOLVHG�DV�NH\�FRPSRQHQWV�RI�FDPSDLJQV�WR�VWUHQJWKHQ�GHPRFUDF\�

,Q�:HVWHUQ�(XURSH��WKH�SRROLQJ�RI�VRYHUHLJQW\�LQ�WKH�(XURSHDQ�8QLRQ�KDV�UDLVHG�WKH�LVVXH�RI�WKH�¶GHPRFUDWLF

GHILFLW·� LQ� D� YLVLEOH� ZD\�� 1DWLRQDO� SDUOLDPHQWV� KDYH� ORVW� VRPH� RI� WKHLU� SRZHU� WR� PDNH� GHFLVLRQV� WR

LQWHUQDWLRQDO� LQVWLWXWLRQV� WKDW� DUH�PXFK� OHVV� DFFRXQWDEOH� WR� SDUWLFXODU� SRSXODWLRQV�� 7KH� LPSRUWDQFH� RI� WKH

WUDQVQDWLRQDO� GLPHQVLRQ� LQ� GHPDQGV� DERXW� GHPRFUDF\�� DQG� WKH� ZD\� LQ� ZKLFK� JOREDOLVDWLRQ� KDV� HURGHG

DXWRQRP\��DUH�HYHQ�PRUH�FHQWUDO�WR�WKH�(XURSHDQ�GHEDWH�DERXW�GHPRFUDF\�WKDQ�LQ�RWKHU�UHJLRQV�

G��9DU\LQJ�7UDMHFWRULHV�RI�'HPRFUDWLVDWLRQ

'HPRFUDWLF�LQVWLWXWLRQV�DQG�SROLWLFV�DUH�VKDSHG�QRW�RQO\�E\�GLVWLQFWLYH�UHJLRQDO�DQG�QDWLRQDO�SROLWLFDO�FXOWXUHV�

EXW� DOVR� E\� WKH� YDU\LQJ� KLVWRULFDO� FRQMXQFWXUHV� ZKLFK� FKDQQHO� GHPRFUDWLVDWLRQ� DORQJ� SDUWLFXODU� KLVWRULFDO

SDWKV��$�EURDG�GLVWLQFWLRQ�PD\�EH�PDGH�EHWZHHQ�WKUHH�PDLQ�VLWXDWLRQV�VXPPDULVHG�LQ�7DEOH���EHORZ�

TABLE 3

DIFFERING PATHS TO DEMOCRACY

‘Democratising Democracy’ Post-Authoritarian ‘Transitions to Democracy’ Post-Conflict Peacebuilding

In functioning
liberal
democracies

In ‘democracies
with adjectives’

‘Pacted‘
transitions from
bureaucratic-
authoritarian
rule

Delegitimisation
of ex-
communist
regimes

Delegitimisation
of weak (or
patrimonial)
authoritarian
regimes

Making existing
state institutions
more democratic
and inclusive in
divided societies

Democratisation
simultaneously
with rebuilding
the state in
collapsed states
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L� �'HPRFUDWLVLQJ�'HPRFUDF\

'HPRFUDWLF� LQVWLWXWLRQV� LQ� HVWDEOLVKHG� OLEHUDO� GHPRFUDFLHV� DURVH�RXW�RI�SDUWLFXODU�KLVWRULFDO� EDUJDLQV� VWUXFN

EHWZHHQ� UXOLQJ� FODVVHV� LQ�:HVWHUQ� (XURSH� DQG�1RUWK� $PHULFD� DQG� WKHLU� WD[SD\HUV� DQG� FLWL]HQV� RYHU� WKH

FRXUVH�RI�PRUH�WKDQ�WZR�FHQWXULHV��7LOO\��������7KHVH�EDUJDLQV�ZHUH�QHYHU�ZULWWHQ� LQ� WDEOHWV�RI�VWRQH��DQG

KDYH�FRQWLQXDOO\�EHHQ�UHQHJRWLDWHG�DV�WKH�EDODQFH�EHWZHHQ�FLWL]HQ�DQG�VWDWH�KDV�FKDQJHG��+HQFH�� WKHUH�KDV

DOZD\V�EHHQ�VFRSH�IRU�IXUWKHU�GHPRFUDWLF�UHIRUP��RU�ZKDW�&DVWD HGD��������WHUPV�¶GHPRFUDWLVLQJ�GHPRFUDF\·

�D�FRQFHSW�ZH� UHWXUQ� WR� LQ�6HFWLRQ�,,�EHORZ���6XFK�UHIRUP�KDV� WHQGHG� W\SLFDOO\� WR�EH�SLHFHPHDO� DQG� WR�EH

LQWURGXFHG�WKURXJK�QRUPDO�GHPRFUDWLF�SURFHGXUHV��OHJLVODWLRQ��FRQVWLWXWLRQDO�DPHQGPHQWV��UHIHUHQGD���RIWHQ

DW�WKH�SURPSWLQJ�RI�DFWLYLVWV�LQ�FLYLO�DQG�SROLWLFDO�VRFLHW\�

7KH�QHHG� IRU� URRW� DQG�EUDQFK�GHPRFUDWLF� UHIRUP� WHQGV� WR�EH�JUHDWHU�� KRZHYHU�� LQ� ¶GHPRFUDFLHV�ZLWK

DGMHFWLYHV·� �VHH� SS�� ��� EHORZ�� VLQFH� GHPRFUDWLF� LQVWLWXWLRQV� DUH� SRRUO\� FRQVROLGDWHG� DQG� ODFN� URRWV� LQ

GHPRFUDWLF� SROLWLFV�� %XW� WKH� FKDQFHV� RI� VXFK� UHIRUP� EHLQJ� SODFHG� RQ� WKH� SROLWLFDO� DJHQGD�� OHW� DORQH

VXFFHHGLQJ��PD\�ZHOO�EH�OHVV�GXH�WR�RSSRVLWLRQ�E\�HQWUHQFKHG�HOLWHV��SROLWLFDO�SRODULVDWLRQ�DQG�WKH�WHQGHQF\�WR

UHVRUW�WR�H[WUD�FRQVWLWXWLRQDO�PHWKRGV��LQFOXGLQJ�YLROHQFH�

L L� �3RVW�DXWKRULWDULDQ�WUDQVLWLRQV�WR�GHPRFUDF\

,Q�WKH�JUHDW�PDMRULW\�RI�IOHGJOLQJ�GHPRFUDFLHV�LQ�WKH�6RXWK�DQG�(DVW��GHPRFUDWLVDWLRQ�KDV�EHHQ�VHW�LQ�PRWLRQ

E\� WKH� GHOHJLWLPLVDWLRQ� RI� DXWKRULWDULDQ� JRYHUQPHQWV�� <HW� DXWKRULWDULDQ� FROODSVH� KDV� E\� QR� PHDQV� DOZD\V

LQLWLDWHG� WUDQVLWLRQV� WR� GHPRFUDF\�� 0RUHRYHU�� WKHVH� WUDQVLWLRQV� KDYH� IROORZHG� D� JUHDW� YDULHW\� RI� KLVWRULFDO

WUDMHFWRULHV��GHVFULEHG�LQ�WKH�YDVW�OLWHUDWXUH�RQ�WKH�VXEMHFW��2·'RQQHOO�HW�DO��������2·'RQQHOO�������3U]HZRUVNL

������/LMSKDUW�HW�DO���������)RU�RXU�SXUSRVHV�WKUHH�EURDG�FDWHJRULHV�DUH�SHUWLQHQW�

• WUDQVLWLRQV� IURP� SUHYLRXVO\� ¶VWURQJ·� RU� ¶KDUG·� EXUHDXFUDWLF�DXWKRULWDULDQ� UHJLPHV� �IRU� ZDQW� RI� D� EHWWHU

WHUP���PDLQO\� LQ�6RXWKHUQ�(XURSH��/DWLQ�$PHULFD�DQG�(DVW�DQG�6RXWK�(DVW�$VLD� ��ZKHUH� WKH�RXWJRLQJ

DXWKRULWDULDQ� RU�PLOLWDU\� HOLWH� KDV� VRXJKW� WR� FRQWURO� WKH� SURFHVV� WKURXJK� ¶SDFWV·� RU� EDUJDLQV� ZLWK� WKH

GHPRFUDWLF�RSSRVLWLRQ�

• WKH� GHOHJLWLPLVDWLRQ� RI� FRPPXQLVW� UHJLPHV� LQ� (DVWHUQ� (XURSH�� WKH� H[�6RYLHW� 8QLRQ�� DQG� VRPH� 7KLUG

:RUOG� FRXQWULHV�� ZKLFK� KDV� LQLWLDWHG� FRPSOH[� ¶WULSOH� WUDQVLWLRQV·� IURP� DXWRFUDWLF� WR� �SRWHQWLDOO\�

GHPRFUDWLF�JRYHUQDQFH��IURP�FRPPDQG�WR�PDUNHW�HFRQRPLHV�DQG�IURP�VRFLDOLVP�WR�FDSLWDOLVP�

• WUDQVLWLRQV� IURP� YDULRXV� IUDJLOH�� SRRUO\� LQVWLWXWLRQDOLVHG� IRUPV� RI� DXWKRULWDULDQ� JRYHUQDQFH� �¶QHR�

SDWULPRQLDO·� RU� ¶SUHEHQGDO·� UHJLPHV�� ¶KREEOHG� /HYLDWKDQV·�� HWF���� PRVWO\�� EXW� QRW� RQO\�� LQ� VXE�6DKDUDQ

$IULFD�� ,Q� WKHVH�� ZHDN� DXWKRULWDULDQ� VWUXFWXUHV� KDYH� EHHQ� XQDEOH� WR� UHVLVW� WKH� WLGH� RI� SROLWLFDO� UHIRUP

                                                
� ¶%XUHDXFUDWLF�DXWKRULWDULDQLVP·�LV�WKH�WHUP�RULJLQDOO\�GHYHORSHG�E\�/DWLQ�$PHULFDQ�DQDO\VWV�WR�GHVFULEH�D�SDUWLFXODU

W\SH�RI�FDSLWDOLVW�GHYHORSPHQWDO�VWDWH��2·'RQQHOO�������&ROOLHU�DQG�/HYLWVN\�������DQG�H[WHQGHG�WR�FRYHU�FHUWDLQ
$VLDQ�GHYHORSPHQWDO�GLFWDWRUVKLSV� OLNH�,QGRQHVLD�DQG�6RXWK�.RUHD��:H�XVH� LW�UDWKHU� ORRVHO\�KHUH� WR�FKDUDFWHULVH
DXWKRULWDULDQ�VWDWHV�ZKLFK�SRVVHVV�D�FHUWDLQ�DPRXQW�RI�FDSDFLW\�WR�JRYHUQ��DQG�FRHUFH��HIIHFWLYHO\��DQG�D�GHJUHH�RI
DXWRQRP\� IURP� VRFLDO� DQG�SROLWLFDO� IRUFHV��7KXV�� LW�PLJKW� DOVR� DSSO\� WR� WKH� OLPLWHG� QXPEHU� RI�$IULFDQ� UHJLPHV
ZKLFK�KDYH�KDG�VRPH�DXWRQRPRXV�FDSDFLW\�WR�¶SDFW·�WUDQVLWLRQV��OLNH�6RXWK�$IULFD�RU�*KDQD��LQ�FRQWUDVW� WR�&KLOH
DQG�6RXWK�.RUHD��)HLWK�������+DPLOWRQ�HW�DO��������,P�������5RELQVRQ�������

� 7HUPV�ZLGHO\�XVHG�WR�FKDUDFWHULVH�$IULFDQ�VWDWHV�E\�DQDO\VWV�VXFK�DV�%UDWWRQ�DQG�YDQ�GH�:DOOH�������-RVHSK������
6DQGEURRN������
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SURPRWHG�IURP�WKH�RXWVLGH�E\� WKH�GRQRU�FRPPXQLW\��%XW�DW� WKH�VDPH�WLPH� WKH�GRPHVWLF�SROLWLFDO� DQG

VRFLDO�IRUFHV�SUHVVLQJ�IRU�UHIRUPV�KDYH�EHHQ�ZHDN��ZKLOVW� WKH�VWDWH� LWVHOI�KDV�UHPDLQHG�FRUUHVSRQGLQJO\

OHVV�FDSDEOH�RI�GHOLYHULQJ�HIIHFWLYH�JRYHUQDQFH�RI�DQ\�NLQG��OHW�DORQH�GHPRFUDWLF�JRYHUQDQFH�

L L L� �3RVW�&RQIOLFW�3HDFHEXLOGLQJ�DQG�'HPRFUDWLVDWLRQ

$QRWKHU�GLVWLQFW�VXEVHW�RI�FDVHV�DUH�VWDWHV�LQ�ZKLFK�YLROHQW�FRQIOLFW�KDV�EHFRPH�HQGHPLF��2IWHQ�WKLV�KDV�EHHQ

WKH�GLUHFW�UHVXOW�RI�IDLOHG�GHPRFUDWLVDWLRQ��ZLWK�YLROHQFH�UDWKHU�WKDQ�GHPRFUDWLF�FRQWHVWDWLRQ�RFFXS\LQJ�WKH

SROLWLFDO� VSDFH� RSHQHG� XS� E\� WKH� FROODSVH� RI� DXWKRULWDULDQ� UXOH� RU� LQDGHTXDWH� GHPRFUDWLF� LQVWLWXWLRQV�

0RUHRYHU�� RQFH� YLROHQFH� LV� LQLWLDWHG�� LWV� RZQ� SDUWLFXODU� OHJDFLHV� WHQG� WR� PDNH� WKH� WDVN� RI� UHEXLOGLQJ� DQ

DXWKRULWDWLYH�VWDWH��OHW�DORQH�D�PRUH�GHPRFUDWLF�VWDWH��IDU�PRUH�GLIILFXOW��&RXQWULHV�HPHUJLQJ�IURP�FRQIOLFW�IDOO

LQWR�WZR�EURDG�FDWHJRULHV�

• )LUVW��WKRVH�ZKHUH�FRQIOLFW��WKRXJK�VHYHUH��LV�FRQILQHG�WR�SDUWLFXODU�SDUWV�RI�QDWLRQDO�WHUULWRU\�DQG�KDV�QRW

IUDFWXUHG� WKH� VWDWH� LWVHOI�� ,Q� WKHVH�� GHPRFUDWLVDWLRQ� UHTXLUHV� ERWK� SHDFHEXLOGLQJ� DQG� PRUH� LQFOXVLYH

GHPRFUDWLF�SURFHVVHV�LQ�RUGHU�WR�UHOHJLWLPLVH�WKH�VWDWH��HVSHFLDOO\�DPRQJ�H[FOXGHG�PLQRULWLHV�

• 6HFRQG��ZKHUH�WKH�VWDWH�LWVHOI�KDV�IDOOHQ�DSDUW��SHDFHEXLOGLQJ�DQG�GHPRFUDWLVDWLRQ�KDYH�WR�EH�FRRUGLQDWHG

ZLWK� WKH�UHFRQVWUXFWLRQ�IURP�VFUDWFK�RI�SROLWLFDO�DXWKRULW\��RIWHQ�XQGHU�FRQGLWLRQV�RI�H[WUHPH�SROLWLFDO

XQFHUWDLQW\�FRPELQHG�ZLWK�FRQWLQXLQJ�SROLWLFDO�YLROHQFH�

2QH�PLJKW�EUHDN� HDFK�RI� WKHVH�GLVWLQFWLRQV�GRZQ� LQWR� IXUWKHU� FDWHJRULHV� DQG� VXE�FDWHJRULHV��%XW� WKH\� DUH

LQWURGXFHG�LQ�RUGHU�WR�UH�HPSKDVLVH�WKDW�DOWKRXJK�GHPRFUDF\�KDV�EHHQ�WKH�GRPLQDQW��XQLYHUVDOLVLQJ�SROLWLFDO

GLVFRXUVH�RI�WKH�PRGHUQ��HVSHFLDOO\�SRVW�&ROG�:DU��HUD��WKH�SDUWLFXODU�VKDSH�LW�WDNHV�LQ�SROLWLFDO�FRPSHWLWLRQ

DQG� LQVWLWXWLRQDO� GHVLJQ� GHSHQGV� RQ� YDU\LQJ� KLVWRULFDO� FRQWLQJHQFLHV�� ZKLFK� VHW� WKH� OLPLWV� RI� LQVWLWXWLRQDO

FKRLFH�DQG�SROLWLFDO�WUDQVIRUPDWLRQ�

,,� � �'((3(1,1*�'(02&5$&<��7+(�32/,7,&6�2)�,1&/86,21

,W� LV� TXLWH� SRVVLEOH� WR� KDYH� DFFRXQWDELOLW\� LQ«� WKH� KLJK� SROLWLFV� RI� WKH� VWDWH�� KRQHVW� UXOHUV� DQG� IUHH

HOHFWLRQV�� DQG� \HW� SURIRXQG� LQMXVWLFH� RU� LUUHVSRQVLELOLW\� LQ� WKH� GHHS� SROLWLFV� RI� VRFLHW\�� WKDW� LV�� WKH

UHODWLRQV�EHWZHHQ�ULFK�DQG�SRRU��SRZHUIXO�DQG�ZHDN��/RQVGDOH������������

([LVWLQJ�OLWHUDWXUH�RQ�GHPRFUDWLVDWLRQ�WHQGV�WR�JLYH�SULGH�RI�SODFH�WR�WKH�KLJK�SROLWLFV�RI�VWDWH�UDWKHU�WKDQ�WKH

GHHS�SROLWLFV�RI�VRFLHW\��,W�DOVR�WHQGV�WR�FRQFHQWUDWH�PRUH�RQ�FRQVROLGDWLRQ�RI�GHPRFUDWLF�LQVWLWXWLRQV�WKDQ�RQ

GHPRFUDWLF�SROLWLFV�LQ�WKH�VHQVH�RXWOLQHG�LQ�6HFWLRQ�,��,QVWLWXWLRQDO�GHYHORSPHQW�WHQGV�WR�EH�VHHQ�DV�D�JRRG�LQ

LWVHOI�� (OLWH� SDFWV� GHILQLQJ� ¶UXOHV� RI� WKH� JDPH·� DUH� JLYHQ� PRUH� DWWHQWLRQ� WKDQ� WKH� SROLWLFDO� VWUXJJOHV� RI

PDUJLQDOLVHG�JURXSV��LQFOXGLQJ�ZRPHQ��PLQRULWLHV�DQG�WKH�SRRU��7KH�ODWWHU�HQWHU�WKH�SLFWXUH�PDLQO\�EHFDXVH

WKH\�FDQ�GLVUXSW�DQG�KDYH�WR�EH�DW�OHDVW�SDUWLDOO\�DFFRPPRGDWHG��7KHLU�LQFRUSRUDWLRQ�KDV�WHQGHG�WR�EH�VHHQ�DV

D� VROXWLRQ� WR� WKH� SUREOHPV� RI� SROLWLFDO� RUGHU� RU� JRYHUQDELOLW\� LQ� IOHGJOLQJ� GHPRFUDFLHV�� UDWKHU� WKDQ� DV� D

UHTXLUHPHQW�RI�GHPRFUDF\�LQ�LWV�RZQ�ULJKW�
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7KLV� SUHRFFXSDWLRQ�ZLWK� VWDELOLVLQJ� GHPRFUDWLF� FRQWHVWDWLRQ� DPRQJ� HOLWHV�PDNHV� D� FHUWDLQ� DPRXQW� RI

VHQVH� LQ� IUDJLOH� GHPRFUDFLHV� HPHUJLQJ� IURP� DXWKRULWDULDQ� JRYHUQDQFH� RU� DUPHG� FRQIOLFW�� <HW� LW� LV� QRW� WKH

DSSURDFK�IROORZHG�KHUH��,QVWHDG�GHPRFUDWLVDWLRQ�LV�DSSURDFKHG�WKH�RWKHU�ZD\�DURXQG�²�E\�VWDUWLQJ�IURP�WKH

GHHS�SROLWLFV�RI�VRFLHW\���DQG�DVNLQJ�ZKDW�WKH\�LPSO\�IRU�WKH�KLJK�SROLWLFV�RI�WKH�VWDWH��2I�FRXUVH��RQH�VKRXOG

QRW� LJQRUH� WKH� GLIILFXOWLHV� RI� FRQVROLGDWLQJ� LQVWLWXWLRQV�� QRU� WKH� SUREOHPV� RI� DVVXULQJ� VWDEOH�� HIIHFWLYH

JRYHUQDQFH�� LQFOXGLQJ� KRZ� LW�PD\� EH� FRPSOLFDWHG�E\� GHPRFUDWLF� SROLWLFV� LWVHOI��%XW�ZH� SUHIHU� WR� WDNH� WKH

SROLWLFV� RI� LQFOXVLRQ� DV� RXU� VWDUWLQJ� SRLQW�� UDWKHU� WKDQ� VWDUWLQJ� ZLWK� LQVWLWXWLRQV� DQG� DVNLQJ� ZKDW� UHVLGXDO

VSDFHV�DUH�OHIW�IRU�FLWL]HQV�WR�H[HUFLVH�WKHLU�HQWLWOHPHQWV�DV�FLWL]HQV�

)RXU�JURXSV�RI�LVVXHV�QHHG�WR�EH�FRQVLGHUHG�

• ZKHWKHU�DQG�KRZ�WKH�EDVLV�RI�FLWL]HQVKLS�FDQ�EH�H[SDQGHG�WR�JLYH�FLWL]HQV��HVSHFLDOO\�ZRPHQ��WKH�SRRU

DQG�XQRUJDQLVHG��D�PRUH�HIIHFWLYH�SROLWLFDO�YRLFH�DQG�VWDNH�LQ�JRYHUQPHQW�

• LQ�ZKDW�ZD\V�WKH�DFFRXQWDELOLW\�RI�JRYHUQPHQWV�DQG�WKHLU�UHVSRQVLYHQHVV�WR�FLWL]HQV·�LQWHUHVWV�DQG�QHHGV

FDQ�EH�LQFUHDVHG�

• KRZ� IDU� LW� LV� SRVVLEOH� WR� DFKLHYH� WKH� DERYH�ZLWKLQ� D� IUDPHZRUN� RI� GHPRFUDWLF� LQVWLWXWLRQV� WKDW� FUHDWH

H[SDQGHG�VSDFHV�IRU�SROLWLFDO�FRQWHVWDWLRQ�DQG�GHEDWH��DQG

• KRZ� GHPRFUDWLVDWLRQ� IURP� EHORZ� FDQ� EH� EDODQFHG� DJDLQVW� WKH� QHHG� IRU� VWDEOH�� HIIHFWLYH� JRYHUQDQFH�

ZLWKRXW�ZKLFK�LW�LV�GLIILFXOW�WR�WUDQVODWH�WKH�HQWLWOHPHQWV�RI�FLWL]HQVKLS�LQWR�IRUPV�RI�SROLWLFV�WKDW�DFWXDOO\

EHQHILW�WKH�PDVV�RI�FLWL]HQV�

7KHUH�DUH�ERWK�QHJDWLYH�DQG�SRVLWLYH�UHDVRQV�IRU�JLYLQJ�VXFK�LVVXHV�SULRULW\��2Q�WKH�QHJDWLYH�VLGH�WKHUH�LV�WKH

DSSDUHQW� FKDVP� EHWZHHQ� GHPRFUDWLF� DVSLUDWLRQV� DQG� GHPRFUDWLF� SUDFWLFH� LQ�PRVW� UHDO� ZRUOG� GHPRFUDFLHV�

7KH� ¶GHPRFUDF\� GHILFLWV·� RI� HVWDEOLVKHG� :HVWHUQ� GHPRFUDFLHV� LQFOXGH� XQGHU�UHSUHVHQWDWLRQ� RI� ZRPHQ� LQ

SROLWLFDO�UROHV��YRWLQJ�V\VWHPV�ZKLFK�VNHZ�HOHFWRUDO�RXWFRPHV��PDMRULWDULDQ�JRYHUQPHQWV�ZKLFK�WHQG�WR�LJQRUH

PLQRULW\�LQWHUHVWV��DQG�QRQ�DFFRXQWDEOH��QRQ�WUDQVSDUHQW�JRYHUQPHQW�EXUHDXFUDFLHV��%HHWKDP�������

,Q� WKH� GHYHORSLQJ� 6RXWK� DQG� SRVW�FRPPXQLVW� (DVW�� F\QLFLVP� DERXW� GHPRFUDWLVDWLRQ� KDV� EHFRPH� VR

ZLGHVSUHDG�WKDW�LW�PD\�VHHP�WR�FDOO�WKH�HQWLUH�GHPRFUDWLF�SURMHFW�WR�TXHVWLRQ��7KHUH�KDYH�SUROLIHUDWHG�ZKDW

&ROOLHU� DQG�/HYLWVN\� ������� WHUP� ¶GHPRFUDFLHV�ZLWK� DGMHFWLYHV·�� ¶ORZ� LQWHQVLW\�GHPRFUDF\·�� ¶QHR�SDWULPRQLDO

GHPRFUDF\·�� ¶GHPRFUDGXUD·�� ¶LOOLEHUDO� GHPRFUDF\·�� ¶QR�SDUW\� GHPRFUDF\·�� ¶JXLGHG� GHPRFUDF\·�� ¶WXWHODU\

GHPRFUDF\·��¶VHPL�GHPRFUDF\·��HWF���

6RPHWLPHV�WKHVH�WHUPV�DUH�LQWURGXFHG�WR�LQGLFDWH�WKDW�GHPRFUDF\�LV�GLPLQLVKHG�E\�WKH�DEVHQFH�RI�RQH

RU�RWKHU�RI�LWV�IRUPDO�DWWULEXWHV��VXFK�DV�IXOO�SROLWLFDO�FRQWHVWDWLRQ�RU�FLYLO�OLEHUWLHV��,Q�RWKHU�FDVHV�WKH\�UHIHU�WR

VLWXDWLRQV�ZKHUH�PRVW�RI�WKH�IRUPDO�DWWULEXWHV�DUH�LQ�SODFH�EXW�WKHUH�LV�D�ODFN�RI�VXEVWDQWLYH�GHPRFUDF\��GXH

IRU�LQVWDQFH�WR�SROLWLFDO�FRUUXSWLRQ��FOLHQWLOLVP�RU�WKH�DEVHQFH�RI�D�FXOWXUH�RI�SDUWLFLSDWLRQ��,Q�RWKHU�LQVWDQFHV

WKH\�FKDUDFWHULVH�VLWXDWLRQV�ZKHUH�WKHUH�DUH�HOHFWHG�JRYHUQPHQWV�ZKLFK�GR�QRW�KDYH�WKH�HIIHFWLYH�SRZHU�WR

                                                
�� :KDW�)UHQFK�VFKRODUV��VXFK�%D\DUW�HW�DO��������WHUP�¶OD�SROLWLTXH�SDU�OH�EDV·
�� $OO�WKHVH�WHUPV�UHIHU�WR�RQH�NLQG�RU�DQRWKHU�RI�GLPLQLVKHG�RU�LQFRPSOHWH�GHPRFUDF\��7KH\�WKHUHIRUH�GLIIHU�IURP

WKH�XVH�RI�¶GHPRFUDF\�ZLWK�DGMHFWLYHV·�WR�GLVWLQJXLVK�EHWZHHQ�TXDOLWDWLYHO\�GLVWLQFW�W\SHV�RU�PRGHOV�RI�GHPRFUDF\�



��

JRYHUQ��HLWKHU�EHFDXVH�UHDO�SROLWLFDO�SRZHU�OLHV�HOVHZKHUH��IRU�LQVWDQFH�ZLWK�WKH�PLOLWDU\�LQ�VRPH�WUDQVLWLRQDO

GHPRFUDFLHV���RU�EHFDXVH�WKH\�DUH�KHPPHG�LQ�E\�H[WHUQDO�FRQVWUDLQWV��VXFK�DV�JOREDO�ILQDQFH�RU�,0)�:RUOG

%DQN� FRQGLWLRQDOLWLHV��� RU� EHFDXVH� WKH� VWDWH� KDV� EHHQ� GHOHJLWLPLVHG� WKURXJK� SROLWLFDO� LQVWDELOLW\� DQG� DUPHG

FRQIOLFW�

1RW� RQO\� GRHV� WKLV� UDLVH� LVVXHV� IRU� FRPSDUDWLYH� DQDO\VLV�� KRZ� IDU� FDQ� RQH� JR� LQ� ¶SUHFLVLQJ·� WKH� WHUP

GHPRFUDF\� EHIRUH� LW� EHFRPHV� PHDQLQJOHVV"� $QG� ZKHQ� VKRXOG� LW� EH� UHSODFHG� E\� PRUH� JHQHUDO

FRQFHSWXDOLVDWLRQV�OLNH�HOHFWRUDO�UHJLPH�RU�SRO\DUFK\��WKH�ODWWHU�LV�WKH�WHUP�SUHIHUUHG�E\�'DKO��������IRU�WKH

DQDO\VLV�HYHQ�RI�:HVWHUQ� OLEHUDO�GHPRFUDFLHV�"�,W�DOVR�UDLVHV�IXQGDPHQWDO�SROLWLFDO�TXHVWLRQV�FRQFHUQLQJ�WKH

PHDQLQJ�DQG�TXDOLW\�RI�GHPRFUDF\��QRW� MXVW� LQ� IUDJLOH��FRQWHVWHG�QHZ�GHPRFUDFLHV� OLNH�(O�6DOYDGRU��5XVVLD�

8JDQGD�RU�(WKLRSLD��EXW�DOVR�LQ�ORQJHU�HVWDEOLVKHG�RQHV�OLNH�6UL�/DQND��=DPELD�RU�HYHQ�DUJXDEO\�,QGLD���RU

WKH� 86$���� ZKHUH� GHPRFUDWLF� LQVWLWXWLRQV� PD\� FRH[LVW� ZLWK� TXLWH� VHULRXV� DEXVHV� RI� KXPDQ� ULJKWV�

GLVFULPLQDWLRQ� DJDLQVW� PLQRULWLHV�� H[FHVVLYH� LQIOXHQFH� RI� PLOLWDU\� DQG� VHFXULW\� VHUYLFHV� DQG� ODFN� RI

DFFRXQWDELOLW\�RI�SXEOLF�RIILFLDOV�

$�VWURQJ�WUDGLWLRQ�RI�¶GHPRFUDF\�UHDOLVP·�LQ�GHPRFUDWLF�WKHRU\�KROGV�WKDW�VXFK�GHILFLWV�DUH�QRUPDO�DQG

QRW� HDVLO\� UHPHGLDEOH� IHDWXUHV� RI� UHSUHVHQWDWLYH� GHPRFUDF\�� 6LQFH� LW� LV� DERYH� DOO� D� V\VWHP� RI� SROLWLFDO

FRPSHWLWLRQ�� WKH� ODWWHU�GRHV�QRW� JHQHUDWH�� QRU� LV� LW� LQWHQGHG� WR� JHQHUDWH�� KLJK� SRSXODU� SDUWLFLSDWLRQ� LQ� WKH

DIIDLUV�RI� JRYHUQPHQW���� 7R�EH� VXUH�� JRYHUQPHQWV� DUH� OHJLWLPLVHG� E\� VXEPLWWLQJ� WKHPVHOYHV� WR� WKH� YRWH� DW

SHULRGLF� HOHFWLRQV��7KH� ODWWHU� WRJHWKHU�ZLWK�D� FRQVWLWXWLRQDO� VWDWH� DQG� WKH� UXOH�RI� ODZ�SUHYHQW� W\UDQQ\��<HW�

GHPRFUDWLF� LQVWLWXWLRQV� GR� QRW� VWDQG� RU� IDOO� E\� WKHLU� VXFFHVV� RU� IDLOXUH� LQ� HPSRZHULQJ� FLWL]HQV�� HQDEOLQJ

GHPRFUDF\� RU� DVVXULQJ� HFRQRPLF� DQG� VRFLDO� MXVWLFH�� 7R� WKH� FRQWUDU\�� LQGHHG� GLVSXWHV� RYHU� WKH� XQHTXDO

GLVWULEXWLRQ�RI�ZHDOWK�DQG�SRZHU�KDYH�DOZD\V�EHHQ�WKH�VWXII�RI�GHPRFUDWLF�SROLWLFV��:KDW�GLVWLQJXLVKHV� WKH

ODWWHU�IURP�RWKHU�IRUPV�RI�SROLWLFV�LV�WKDW�WKHVH�GLVSXWHV�DUH�VHWWOHG�WKURXJK�WKH�FRPSHWLWLYH�VWUXJJOH�IRU�WKH

SHRSOH·V�YRWH�DQG�QRW�E\�FRHUFLRQ�RU�YLROHQW�FRQIOLFW�

¶'HYHORSPHQW�UHDOLVWV·�VXFK�DV�/HIWZLFK��������VLPLODUO\�WHQG�WR�GLVUHJDUG�WKH�GHPRFUDWLF�VKRUWFRPLQJV

RI� UHDO� ZRUOG� GHPRFUDFLHV�� EXW� IRU� VOLJKWO\� GLIIHUHQW� UHDVRQV�� WKDW� GHPRFUDWLF� FRQWHVWDWLRQ� LWVHOI� PD\

XQGHUPLQH�WKH�SROLWLFDO�DQG�PDFURHFRQRPLF�VWDELOLW\�UHTXLUHG�IRU�JURZWK��SUHFLSLWDWLQJ�IUHTXHQW�FKDQJHV�RI

JRYHUQPHQW�DQG�PRELOLVLQJ�SRSXODU�FRQVWLWXHQFLHV�DJDLQVW�VWDELOLVDWLRQ�DQG�DGMXVWPHQW�SROLFLHV��+HQFH��LW� LV

DUJXHG�� WKH�FDXVH�RI�HFRQRPLF�JURZWK� LV�EHVW� VHUYHG�E\� OLPLWHG�GHPRFUDFLHV�GRPLQDWHG�RYHU� ORQJ�SHULRGV

HLWKHU� E\� D� VLQJOH� UXOLQJ� SDUW\� �DV� LQ� %RWVZDQD� DQG� 6LQJDSRUH�� RU� E\� VWDEOH� FRDOLWLRQV� �DV� LQ�0DOD\VLD� RU

0DXULWLXV���6XFK�GHPRFUDFLHV�GR�QRW�QHFHVVDULO\� OLYH�XS� WR� WKH� �DOOHJHGO\�XQUHDOLVWLF�� VWDQGDUGV�RI�:HVWHUQ

PRGHOV��EHLQJ�¶GHPRFUDFLHV�ZLWK�DGMHFWLYHV·� LQ�RQH�RU�ERWK�WKH�VHQVHV�RXWOLQHG�DERYH��HLWKHU�WKURXJK�OLPLWV

RQ�SROLWLFDO�FRPSHWLWLRQ��RU�E\�UHVWULFWLQJ�SROLWLFDO�DQG�FLYLO�ULJKWV�

                                                                                                                                                            
VXFK� DV� 6NODU·V� ������� GLVWLQFWLRQ� EHWZHHQ� ¶OLEHUDO·�� ¶JXLGHG·�� ¶VRFLDO·�� ¶SDUWLFLSDWRU\·�� ¶FRQVRFLDWLRQDO·� DQG
¶GHYHORSPHQWDO·�GHPRFUDFLHV�LQ�$IULFD�

�� $OWKRXJK�,QGLD�LV�JHQHUDOO\�UHJDUGHG�DV�WKH�PRVW�YLEUDQW�DQG�VXFFHVVIXO�7KLUG�:RUOG�GHPRFUDF\��LW�KDV�DOVR�EHHQ
SRLQWHG�RXW�WKDW�SDUWV�RI�WKH�FRXQWU\�KDYH�VSHQW� ORQJ�SHULRGV�XQGHU�PLOLWDU\�DGPLQLVWUDWLRQ�XQGHU�ZKLFK�KXPDQ
ULJKWV�KDYH�EHHQ�V\VWHPDWLFDOO\�YLRODWHG��%UDVV������������

�� &ULWLFLVHG�LQ�$PQHVW\�,QWHUQDWLRQDO�UHSRUWV��������������IRU�D�SRRU�UHFRUG�RI�KXPDQ�ULJKWV�SURWHFWLRQ�LQ�UHJDUG�WR
WKRVH�DFFXVHG�RI�FULPH��DV�ZHOO�DV�LQ�UHJDUG�WR�EODFN�DQG�6SDQLVK�VSHDNLQJ�PLQRULWLHV�

�� 6FKXPSHWHU��������FDQ�EH�UHJDUGHG�DV�WKH�IRXQGLQJ�IDWKHU�RI� WKLV� WUDGLWLRQ�RI�DQDO\VLV��$�SDUWLFXODUO\�SHUVXDVLYH
VWDWHPHQW�RI�WKH�FDVH�IRU�GHPRFUDF\�UHDOLVP�PD\�EH�IRXQG�LQ�3U]HZRUVNL��������



��

3DUDGR[LFDOO\�� ERWK� GHPRFUDF\� DQG� GHYHORSPHQW� UHDOLVWV� VKDUH� FRPPRQ� JURXQG� ZLWK� FHUWDLQ� UDGLFDO

FULWLTXHV�WKDW�KLJKOLJKW�WKH�OLPLWHG�VFRSH�IRU�GHPRFUDWLF�SROLWLFV�LQ�FRQWHPSRUDU\�OLEHUDO�GHPRFUDFLHV��7KHVH

DUJXH� ILUVW� WKDW�GHPRFUDWLF� LQVWLWXWLRQV� DUH� FRQILJXUHG� DURXQG� D�GLYLGH�EHWZHHQ� WKH� VWDWH� DQG� WKH� FDSLWDOLVW

PDUNHW� SODFH��ZKLFK� VHYHUHO\� OLPLWV� WKH� URRP� IRU�PDQRHXYUH� RI� DOO� HOHFWHG� JRYHUQPHQWV�� SDUWLFXODUO\� LQ� D

JOREDOLVHG�ZRUOG�HFRQRP\��6HFRQG�� IDU� IURP�EHLQJ�D�EHQLJQ�RU�QHXWUDO� VSDFH� LQ�ZKLFK� WKH� LQWHUHVWV�RI� WKH

SRRU�DQG�SRZHUOHVV�FDQ�EH�DUWLFXODWHG��FLYLO�VRFLHW\�RIWHQ�UHSURGXFHV�WKH�FODVV��JHQGHU�DQG�UDFLDO�KLHUDUFKLHV

RI�FDSLWDOLVW�VWDWHV�DQG�VRFLHWLHV��7KLUG��V\VWHPV�RI�UHSUHVHQWDWLRQ�DUH�H[SOLFLWO\�GHVLJQHG�WR�H[FOXGH�DV�ZHOO�DV

WR�LQFOXGH�E\�UHVWULFWLQJ�SROLWLFDO�FKRLFH�WR�YRWLQJ�LQ�SHULRGLF�HOHFWLRQV���

6XFK� FULWLTXHV� DUH� VDOXWDU\� FRUUHFWLYHV� WR� WKH� WHQGHQF\� WR� VHH� OLEHUDO� GHPRFUDF\� DQG� FLYLO� VRFLHW\� DV

XQLYHUVDO�SDQDFHDV��7KH\�VXJJHVW�LW� LV�PLVOHDGLQJ�WR�PHDVXUH�GHPRFUDWLF�SHUIRUPDQFH�DJDLQVW�RYHU�LGHDOLVHG

PRGHOV�RI�GHPRFUDF\��$QG�WKH\�FDOO�DWWHQWLRQ�WR�WKH�SRWHQWLDOO\�GLIILFXOW�WUDGH�RIIV�EHWZHHQ�GHPRFUDWLVDWLRQ

DQG� RWKHU� JRDOV� OLNH� GHYHORSPHQW�� VRFLDO� MXVWLFH� RU� LQGHHG� WKH� FRQVROLGDWLRQ� RI� GHPRFUDWLF� LQVWLWXWLRQV

WKHPVHOYHV�

1HYHUWKHOHVV�� WKH\� PD\� OHDG� WR� XQZDUUDQWHG� SHVVLPLVP�� ERWK� FRQFHUQLQJ� GHPRFUDWLF� LQVWLWXWLRQV

WKHPVHOYHV� DQG� WKH� SRWHQWLDO� IRU� FKDQJH� LQKHUHQW� LQ� WKHLU� HYHU�SUHVHQW� WHQVLRQ� ZLWK� GHPRFUDWLF� SROLWLFV�

,QVWLWXWLRQV�WHQG�WR�EH�KLJKO\�LPSHUIHFW�H[SUHVVLRQV�RI�GHPRFUDWLF�SROLWLFV�IRU�ERWK�JRRG�DQG�PRUH�GXELRXV

UHDVRQV��7KH�IRUPHU�LQFOXGH�WKH�GHVLUDELOLW\�RI�VWDEOH�DQG�HIIHFWLYH�DV�ZHOO�DV�GHPRFUDWLF�JRYHUQDQFH��DQG�WKH

QHHG� WR� FKDQQHO� SROLWLFDO� GLVSXWHV� �DQG� KHQFH� VRPHWLPHV� OLPLW� SDUWLFLSDWLRQ�� WR� HQVXUH� WKH\� DUH� VHWWOHG

SHDFHIXOO\��$PRQJ�WKH�OHVV�MXVWLILDEOH�UHDVRQV�DUH�WKH�JDSV�DQG�ZHDNQHVVHV�LQ�H[LVWLQJ�GHPRFUDWLF�VWUXFWXUHV�

YHVWHG� LQWHUHVWV� SUHYHQWLQJ� FKDQJH� LQ� WKH� ODWWHU�� DQG� WKH� GLVSURSRUWLRQDWH� LQIOXHQFH� RI� WKH� ULFK�� WKH� ZHOO�

FRQQHFWHG�DQG�WKH�SRZHUIXO�

6XFK�WHQVLRQV�DUH�IUHTXHQWO\�SUHVHQW� LQ�KHDOWK\�DV�ZHOO�DV�XQKHDOWK\�GHPRFUDFLHV��7KH\�WHQG�WR�ULVH�WR

WKH�VXUIDFH�ZKHUH�WKHUH�DUH�VWURQJ�SUHVVXUHV�IURP�JURXSV�ZKLFK�DUH�V\VWHPDWLFDOO\�GLVDGYDQWDJHG�RU�H[FOXGHG

XQGHU�SUHYDLOLQJ� LQVWLWXWLRQDO�DUUDQJHPHQWV��<HW��DV�QRWHG� LQ�WKH� LQWURGXFWLRQ� WR�WKLV�SDSHU��SUHVVXUHV� IURP

EHORZ�KDYH�DW�WKH�VDPH�WLPH�EHHQ�WKH�GULYLQJ�IRUFH�RI�GHPRFUDWLF�SROLWLFV��UHVFXLQJ�GHPRFUDWLF�LQVWLWXWLRQV

IURP� WKHLU� LQHUWLD� DQG� WHQGHQF\� WR� SHUSHWXDWH� H[LVWLQJ� LQHTXDOLWLHV�� (YHQ� LQ� FRQWH[WV� RI� FRUUXSWLRQ� DQG

FOLHQWDOLVP�� WKH� EDVLF� SULQFLSOHV� RI� GHPRFUDF\� �� WKH� FRPSUHKHQVLYH� ULJKW� RI� SDUWLFLSDWLRQ� RQ� WKH� EDVLV� RI

SROLWLFDO�HTXDOLW\��WKH�HVWDEOLVKPHQW�RI�HIIHFWLYH�DFFRXQWDELOLW\�IRU�WKH�KROGHUV�RI�SROLWLFDO�DQG�DGPLQLVWUDWLYH

DXWKRULW\�� DQG� WKH� LQVWLWXWLRQDOLVDWLRQ� RI� RSSRVLWLRQ� ULJKWV� �� VKRXOG� DQG� RIWHQ� GR� SURYLGH� VSDFH� IRU

FRPSHWLWLRQ�WR�UHSUHVHQW�WKH� LQWHUHVWV�RI�VRFLDOO\�H[FOXGHG�JURXSV�DQG� WR�HQIRUFH�SXEOLF� UHVSRQVHV�WR� WKHLU

QHHGV�

D��'HPRFUDF\�'HILFLWV

,Q� WKH�����V�� 6NODU�GHSOR\HG� WKH� FRQFHSW�RI� ¶GHPRFUDF\� LQ�SDUWV·� WR� FKDUDFWHULVH�GHPRFUDWLF� VSDFHV� LQ� WKH

DXWKRULWDULDQ�V\VWHPV�WKDW�ZHUH�WKHQ�WKH�XVXDO�IRUP�RI�JRYHUQDQFH�LQ�GHYHORSLQJ�FRXQWULHV��VXFK�DV�SDUWLDOO\

DXWRQRPRXV�FRXUWV�DQG�OHJDO�V\VWHPV��QRQ�LQWLPLGDWHG�SUHVV�DQG�PHGLD��RU�FLYLO�VRFLHW\�RUJDQLVDWLRQV�VXFK�DV

                                                
�� 6HH�+LUVW���������3DWHPDQ��������DQG�:RRG��������IRU�FULWLTXHV�RI�:HVWHUQ�GHPRFUDFLHV�XSRQ�WKHVH�OLQHV��DQG�WKH

VLPLODU�DUJXPHQWV�RI�6DXO��������ZLWK�UHJDUG�WR�WKH�SLWIDOOV�RI�GHPRFUDF\�LQ�VXE�6DKDUDQ�$IULFD�
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EDU�DVVRFLDWLRQV��WUDGH�XQLRQV�RU�SHDVDQW�DVVRFLDWLRQV�ZLOOLQJ�WR�FKDOOHQJH�JRYHUQPHQW��7KH�FRQFHSW�ZDV�XVHG

ERWK� WR�TXHVWLRQ� WKH� LGHD� WKDW� ¶GHYHORSPHQWDO� GLFWDWRUVKLSV·�ZHUH�PRQROLWKLF�� DQG� WR� LQLWLDWH�GLIIHUHQWLDWHG

DQDO\VLV�RI�ZKHUH�ZLWKLQ�WKHP�GHPRFUDWLF�SROLWLFV�FRXOG�EHJLQ�ZLWKRXW�ZDLWLQJ�IRU�WKH�IRUPDO�HVWDEOLVKPHQW

RI�GHPRFUDWLF�LQVWLWXWLRQV�

$�VRPHZKDW�GLIIHUHQW�DSSURDFK�LV�FDOOHG�IRU�LQ�WKH�����V��QRZ�WKDW�OLEHUDO�GHPRFUDF\�KDV�EHFRPH�WKH

SDUDGLJPDWLF� IRUP� RI� JRYHUQDQFH� DOPRVW� HYHU\ZKHUH�� +HQFH� EHORZ� ZH� VKDOO� GHSOR\� WKH� FRQFHSW� RI

GHPRFUDF\� LQ� SDUWV� LQ� D� VRPHZKDW� GLIIHUHQW� ZD\� IURP� 6NODU�� L�H�� WR� GHYHORS� D� GLIIHUHQWLDWHG� DQDO\VLV� RI

ZKHWKHU� DQG� KRZ� QHZ� GHPRFUDFLHV� �� DQG� ROG� RQHV� �� PHDVXUH� XS� WR� GHPRFUDF\·V� RZQ� VWDQGDUGV�� 7KHVH

VWDQGDUGV� ZLOO� QRW� EH� FDOLEUDWHG� VROHO\� LQ� WHUPV� RI� DEVWUDFW� YDOXHV� RU� RI� SDUWLFXODU� IRUPDO� FULWHULD� OLNH� WKH

H[LVWHQFH�RI�PXOWL�SDUW\� V\VWHPV�DQG� IUHH�HOHFWLRQV��7KRXJK� WKH� ODWWHU� DUH��RI� FRXUVH�� LPSRUWDQW��ZH�UHJDUG

GHPRFUDWLF�SROLWLFV� LQ�WKH�VHQVH�GHILQHG�HDUOLHU�DV�HYHQ�PRUH�FUXFLDO��+HQFH��RXU�PDLQ�HPSKDVLV�ZLOO�EH�RQ

KRZ�IDU�LQ�UHDOLW\�SDUWLFXODU�GHPRFUDFLHV�HVWDEOLVK�OHJLWLPDWH��VWDEOH�DQG�HIIHFWLYH�JRYHUQPHQW�E\�LQFOXGLQJ�WKH

EURDGHVW�QXPEHU�RI� FLWL]HQV� LQ�ERWK�GHFLVLRQ�PDNLQJ�DQG�DFFHVV� WR�VRFLR�HFRQRPLF� UHVRXUFHV��7KDW� LV��ZH

SURSRVH�DQ�DSSURDFK�LQ�ZKLFK�ZH�DVVHVV�WKH�TXDOLW\�RI�UHDO�ZRUOG�GHPRFUDFLHV��UDWKHU�WKDQ�KRZ�WKH\�VDWLVI\

IRUPDO� FULWHULD�� ,Q� RWKHU� ZRUGV�� GHPRFUDF\� LV� WUHDWHG� KHUH� QRW� DV� DQ� DEVWUDFW� SROLWLFDO� YDOXH� EXW� DV� DQ

LQVWUXPHQW� IRU� HVWDEOLVKLQJ� VWDEOH�� HIIHFWLYH�� DQG� DERYH� DOO� OHJLWLPDWH� JRYHUQDQFH� LQ� SDUWLFXODU� VRFLHWLHV� E\

FUHDWLQJ�PHFKDQLVPV� IRU� LQFOXVLRQ�RI� WKH� EURDGHVW� QXPEHU�RI� FLWL]HQV� LQ� ERWK� GHFLVLRQ�PDNLQJ� DV�ZHOO� DV

DFFHVV�WR�VRFLR�HFRQRPLF�UHVRXUFHV���

$�XVHIXO�VWDUWLQJ�SRLQW�LV�WKURXJK�DQ�LQYHQWRU\�RI�¶GHPRFUDF\�GHILFLWV·��6XFK�DQ�LQYHQWRU\�ZRXOG�IDOO�LQWR

WZR�PDLQ�SDUWV��VKRZQ�LQ�WKH�ILUVW�WZR�FROXPQV�RI�7DEOH����)LUVW��RQH�VKRXOG�FRQVLGHU�WKH�ZD\V�LQ�ZKLFK�WKH

IRUPDO� VWUXFWXUHV� RI� JRYHUQDQFH�PDWFK� XS� WR� RU� IDOO� VKRUW� RI� GHPRFUDWLF� VWDQGDUGV��'R� H[LVWLQJ� HOHFWRUDO

DUUDQJHPHQWV��IRU�LQVWDQFH��DVVXUH�IUHH�HOHFWLRQV��LV�WKHUH�HIIHFWLYH�FRQVWLWXWLRQDO�SURWHFWLRQ�IRU�WKH�ULJKWV�RI

FLWL]HQV�� LV� WKH� MXGLFLDU\� LQVXODWHG� IURP� JRYHUQPHQW� LQWHUIHUHQFH�� LV� WKH� H[HFXWLYH� DFFRXQWDEOH� WR� WKH

OHJLVODWXUH��HWF�"�6HFRQG��DQG�UDWKHU�PRUH�GLIILFXOW� WR�DVVHVV��DUH�GHILFLWV� LQ�GHPRFUDWLF�SROLWLFV�� IRU� LQVWDQFH

DULVLQJ�IURP�WKH�ZD\�SRZHUIXO�JURXSV�PD\�LQ�SUDFWLFH�XVH�SRZHU�WR�FR�RSW��FRUUXSW�RU�VXEYHUW�WKH�GHPRFUDWLF

SURFHVV�

)RXU�EURDG�W\SHV�RI�GHILFLW�DUH�GLVWLQJXLVKHG� LQ� WKH�URZV�RI�7DEOH����7KH�ILUVW� WZR�IRFXV�RQ�WKH�JDSV

EHWZHHQ� GHPRFUDWLF� LQVWLWXWLRQV� DQG� WKH� GHHS� SROLWLFV� RI� VRFLHW\�� 'HPRFUDF\� ZLOO� PHDQ� OLWWOH� WR� RUGLQDU\

FLWL]HQV��KROORZ�FLWL]HQVKLS��LI�WKH\�GR�QRW�HQMR\�HTXDO�ULJKWV�DQG�HQWLWOHPHQWV�DV�FLWL]HQV���ZKHWKHU�EHFDXVH

FRQVWLWXWLRQDO�DQG�OHJDO�DUUDQJHPHQWV�IDLO�WR�JXDUDQWHH�WKHVH�ULJKWV��RU�EHFDXVH�WKH\�DUH�HIIHFWLYHO\�H[FOXGHG

IURP�WKH�SXEOLF�VSKHUH�DV�D�UHVXOW�RI�JHQGHU��VRFLHWDO�LQHTXDOLWLHV��ODFN�RI�RUJDQLVDWLRQ��FXOWXUHV�RI�LQWROHUDQFH

RU�LQWLPLGDWLRQ�DQG�YLROHQFH�

7KHLU� LQDELOLW\� DV� FLWL]HQV� WR�KROG�JRYHUQPHQWV� DQG�SROLWLFDO� HOLWHV� DFFRXQWDEOH� IRU� WKHLU� XVH�RI�SRZHU

�ODFN�RI�YHUWLFDO�DFFRXQWDELOLW\��LV�D�VHFRQG�FUXFLDO�VRXUFH�RI�GHPRFUDF\�GHILFLWV��7KLV�PD\�DULVH�SDUWO\�IURP

                                                
�� 'HWUDFWRUV�VXFK�DV�0XVHYHQL�LQ�8JDQGD�GLVSXWH�WKH�HIILFDF\�RI�GHPRFUDF\�DV�VWDELOLVHU��+HUH��VWDELOLW\�LV�VHHQ�WR�EH

DFKLHYHG� WKURXJK� DXWKRULWDULDQ� FRQWURO� IURP� DERYH� FRPELQHG�ZLWK� DWWHPSWV� WR� EURDGHU� SDUWLFLSDWLRQ� DW� ORZHVW
OHYHOV�RI�JRYHUQPHQW��$PRQJ�WKRVH�HQWKXVLDVWLF�IRU�GHPRFUDF\�DV�DQ�LQVWUXPHQW�IRU�VWDELOLW\��SROLWLFDO�HOLWHV�KDYH
IRFXVHG�OHVV�RQ�VWDELOLW\�WKURXJK�LQFOXVLRQ�DQG�PRUH�RQ�VWDELOLW\� WKURXJK� LQVWLWXWLRQDOLVDWLRQ� �JRYHUQDQFH���)URP
ERWK�SRVLWLRQV��KRZHYHU��ORQJ�WHUP�VWDELOLW\�UHPDLQV�D�SUREOHP�
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SURFHGXUDO� GHIHFWV� H�J�� LQ� YRWLQJ� V\VWHPV� RU� GHFHQWUDOLVDWLRQ� SURYLVLRQV�� $OVR�� DQG� SUREDEO\� PRUH

IXQGDPHQWDO��LW�PD\�UHIOHFW�ZHDN�VRFLHWDO�VXSSRUW�IRU�GHPRFUDWLF�SROLWLFV��IRU�LQVWDQFH�EHFDXVH�FLWL]HQV�KDYH

OLWWOH� HIIHFWLYH� FKRLFH� EHWZHHQ� DOWHUQDWLYH� SROLWLFDO� SURJUDPPHV�� EHFDXVH� SROLWLFDO� DQG� FLYLO� VRFLHW\� DUH� WRR

ZHDN�DQG�GLYLGHG��RU�EHFDXVH�WKH\�DUH�FRQWUROOHG�E\�GRPLQDQW�LQWHUHVWV�

$� WKLUG� W\SH�RI� GHPRFUDF\� GHILFLW� LV� IRXQG�RQ� WKH� WHUUDLQ� RI�KLJK� SROLWLFV� DQG�PDQLIHVWV� LWVHOI� LQ� WKH

ZHDN�KRUL]RQWDO�DFFRXQWDELOLW\��2·'RQQHOO�������RI�RYHUSRZHUIXO�DQG�SRWHQWLDOO\�W\UDQQLFDO�H[HFXWLYHV�YLV

D�YLV�WKH�OHJLVODWXUH�DQG�MXGLFLDU\��7KLV�LV�QRW�VLPSO\�D�TXHVWLRQ�RI�GHIHFWV�LQ�FRQVWLWXWLRQDO�DQG�OHJDO�FKHFNV

DQG�EDODQFHV��EXW�DOVR�RI�KRZ�WKH\�DUH�FLUFXPYHQWHG�ZKHUH�IRU�LQVWDQFH�JRYHUQPHQWV�PDQLSXODWH�SDWURQDJH�

FRUUXSWLRQ� LV� ULIH�� WKH� MXGLFLDU\�� RSSRVLWLRQ� SDUWLHV� DQG� WKH� PHGLD� DUH� FRZHG�� RU� WKH� PLOLWDU\�� SROLFH� DQG

VHFXULW\�VHUYLFHV�DUH�GHSOR\HG�WR�VWLIOH�GLVVHQW�

)RXUWK� DUH� WKH� LQWHUQDWLRQDO� DFFRXQWDELOLW\� GLOHPPDV� ZKLFK� DUH� FUHDWHG� E\� JOREDOLVDWLRQ�� %HFDXVH

PDQ\� FUXFLDO� GHFLVLRQV� DUH� WDNHQ� LQ� JOREDO�PDUNHWV�RU� E\�PXOWLQDWLRQDO� ILUPV� DQG� LQWHUQDWLRQDO� ERGLHV�� WKH

SROLF\�VSDFH�ZLWKLQ�ZKLFK�QDWLRQDO�JRYHUQPHQWV�GHFLGH�WKLQJV�KDV�VKUXQN��PDNLQJ�LW�PRUH�GLIILFXOW�IRU�WKHLU

FLWL]HQV� WR� KROG� WKHP� WR� DFFRXQW� �WKRXJK� LW� LV� QRW� XQNQRZQ� IRU� QDWLRQDO� JRYHUQPHQWV� WR� H[DJJHUDWH� WKH

LQIOXHQFH� RI� JOREDO� FRQGLWLRQV� RQ� WKHLU� SROLFLHV� SUHFLVHO\� LQ� RUGHU� WR� HVFDSH� DFFRXQWDELOLW\� IRU� WKHP��

$OWKRXJK� WKH�GXOO� FRPSXOVLRQV�RI� WKH� JOREDO�PDUNHW� SODFH� KDYH� GRQH�PRVW� WR� HURGH� WKH� VWDWH·V� VSKHUH� RI

FRPSHWHQFH� DQG� DFFRXQWDELOLW\�� WKH\� KDYH� EHHQ� UHLQIRUFHG�� ERWK� WKURXJK� WKH� SROLF\� RUWKRGR[LHV� RI

LQWHUQDWLRQDO� DJHQFLHV� �OLNH� WKH� ¶:DVKLQJWRQ� &RQVHQVXV·� RQ� HFRQRPLF� UHIRUP� SURSDJDWHG� E\� WKH� %UHWWRQ

:RRGV�LQVWLWXWLRQV��DQG�E\�DQ�LQIUDVWUXFWXUH�RI�LQWHUQDWLRQDO�DJUHHPHQWV��OLNH�WKRVH�HODERUDWHG�WKURXJK�WKH

:RUOG�7UDGH�2UJDQLVDWLRQ� �:72���ZKLFK� LPSRVH� OHJDO�REOLJDWLRQV�RQ�RIWHQ�XQZLOOLQJ� JRYHUQPHQWV� LQ� WKH

(DVW�DQG�6RXWK�
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TABLE 4: DEMOCRACY DEFICITS AND DEMOCRATIC POLITICS

Democracy Deficits Spaces For Democratic Politics

Citizenship

In Formal Constitutional and Political
Arrangements

• Socially or ethnically exclusive definitions of
citizenship and political community

• Poorly protected civil and political rights
• Legal/political restraints on freedoms of

expression and organisation
• Non-recognition of social and economic

entitlements
• Access to legal and administrative systems

skewed against minorities, the unorganised, the
poor

In Substance or Practices of Power

• Major societal inequities (on basis of class, gender, region,
religion, ethnicity etc.)

• Exclusion from the public sphere of women, minorities etc.
• De facto disenfranchisement of the poor due to lack of

resources and organisation
• Uncivil society: cultures of intolerance, lack of respect for

difference
• Violence, intimidation, especially against marginalised groups

• Grassroots organisation (in villages, slums, of
women etc.)

• Both class-based (e.g. TUs, peasants) and new
(gender, environment etc.) social movements

• Non-exclusive identity politics (minority rights
groups, ethnic associations etc.)

• Participatory development initiatives
• ‘Islands of civility’ in conflict zones

Vertical
Accountability
of Rulers to
Citizens

• Elections not free or fair
• Electoral systems distort outcomes or

disenfranchise minorities
• Few channels of citizen influence between

elections
• Channels of accountability insufficiently

decentralised (i.e. through federal/regional/
local representation)

• Few points of contact between civil society
groups and political/administrative structures

• Electorates offered little effective choice between alternative
political programmes

• Few autonomous, effective, broadly-based civil society groups
to challenge government and vested interests

• Weak interest aggregation by political parties, especially of
interests of the poor and marginalised

• Civil and political society reproduce existing hierarchies of
class, gender, race

• Political processes weakened and social capital destroyed
through violent conflict

• Consensus on rules of political game
• Issue-based, non-zero sum politics, not based on

gender, racial or ethnic hierarchies
• Synergies between autonomous civil society

groups and political parties
• Effective, internally democratic parties
• Inclusive forms of corporatism, responsive to

pressure from below
• Robust regional/local/municipal democracy

Horizontal
Accountability

• Majoritarianism: politics as a zero sum game
• Weak constitutional checks and balances
• Rule of law absent or weak
• Executive not sufficiently accountable to

legislature
• Governmental secrecy, lack of transparency
• Over-centralisation vis a vis regional or local

authorities
• Weak democratic control of military, police and

intelligence bodies

• A narrowed public domain:diminished scope for collective
political action

• Patrimonial politics: government manipulation via patronage,
ethnicity etc.

• Endemic corruption
• Political processes suborned by elite economic and social

interests
• Judiciary weak or coopted
• Weak opposition parties
• Media lacking in independence
• Legacies of military/authoritarian governance

• Societal consensus supporting supremacy of
constitution, rule of law

• Robust parliamentary processes
• Plural sources of wealth status and power
• Strong traditions of regionalism
• Civil society groups articulating democratic

values (rights groups, law associations, anti-
corruption campaigns etc.)

• Independent, broadly-based media

International
Accountability

• Key decisions made by international bodies (IMF,
World Bank, UN and its agencies etc.) not
national governments

• Democracy deficits within international bodies
• Constraints imposed through non-(re)negotiable

international agreements (e.g. MAI)

• Vulnerability in international markets
• Hegemony of international firms
• Exposure to capital flight
• Donor pressure via conditionality etc.
• Difficulties of aggregating democratic politics across national

boundaries

• Donor support for political reform (with its
contradictions)

• International human rights law and practice
• Embryonic international civil society (e.g.

international development, human rights and
environment NGOs)

• Cross-national political alliances
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1RW� DOO� SROLWLFDO� V\VWHPV� VKDUH� VXFK� GHILFLWV� LQ� HTXDO�PHDVXUH��2EYLRXVO\� LQ� GHPRFUDFLHV� WKH\� DUH� OHVV

JODULQJ�WKDQ�LQ�DXWKRULWDULDQ�V\VWHPV��%XW�GHPRFUDFLHV�WRR�YDU\�EHWZHHQ�WKRVH�ZKHUH�WKH�GHILFLWV�DUH�VR

SHUYDVLYH�WKDW�GHPRFUDWLF�LQVWLWXWLRQV�DUH�OLWWOH�PRUH�WKDQ�D�IRUPDOLW\��DQG�WKRVH�ZKRVH�JRYHUQPHQWV�DUH

LQ�VRPH�UHDO�VHQVH�DFFRXQWDEOH�WR�WKHLU�SHRSOH��(YHQ�LQ�WKH� ODWWHU��PDMRU�GHILFLWV�FDQ�EH�IRXQG���DQG� LQ

VRPH�UHVSHFWV�LQGHHG�PD\�EH�LQVHSDUDEOH�IURP�GHPRFUDWLF�LQVWLWXWLRQV�WKHPVHOYHV��DV�ZLWK�WKH�PLQLPXP

OHYHOV�RI�SDWURQDJH�DQG�FRUUXSWLRQ�IRXQG�LQ�PRVW�SROLWLFDO�SDUW\�V\VWHPV�

E��&UHDWLQJ�6SDFHV�IRU�'HPRFUDWLF�3ROLWLFV

%XW� ZKHUH�� WKHQ�� FDQ� GHPRFUDWLF� SROLWLFV� VWDUW� DQG� KRZ� FDQ� LW� EHJLQ� WR� FORVH� WKHVH� GHILFLWV"� /LEHUDO

GHPRFUDF\·V�RZQ�LQVWLWXWLRQV�DQG�SURFHGXUHV�DUH�DUJXDEO\�WKH�EHVW�VWDUWLQJ�SRLQW�IRU�UHIRUP��<HW�WKHUH�DUH

ILQLWH� OLPLWV� WR� LQVWLWXWLRQDO� DQG� SURFHGXUDO� UHIRUPV�� ZKRVH� HIIHFWV� DUH� ERWK� FRPSOH[� DQG� GLIILFXOW� WR

SUHGLFW��0RUHRYHU��HYHQ�WKH�EHVW�FRQVLGHUHG�UHIRUPV�ZLOO�FRPH�WR�QRWKLQJ�XQOHVV�WKH\�HQMR\�D�PHDVXUH�RI

SRSXODU�OHJLWLPDF\�DQG�VXSSRUW�

+HQFH� LW� LV� HVVHQWLDO� WR� H[DPLQH� ZKDW� SROLWLFDO� VSDFHV� DOUHDG\� H[LVW� RU� FDQ� EH� RSHQHG� XS� IRU

GHPRFUDWLF�SROLWLFV��WKH�WKLUG�FROXPQ�RI�7DEOH�����$Q\�LQYHQWRU\�RI�WKHVH�VSDFHV�ZRXOG�VWDUW�IURP�WKRVH

IRUPV� RI� SROLWLFDO� DFWLYLW\� DQG� RUJDQLVDWLRQ� WKDW� FRQVWLWXWH� LQGLYLGXDOV� DV� HTXDO�� DFWLYH� DQG

UHVSRQVLEOH� FLWL]HQV� DV� RSSRVHG� WR� VXEMHFWV� RI� WKH� VWDWH��7KHVH� KDYH� YDULHG� EHWZHHQ� VRFLHWLHV� DQG� LQ

KLVWRULFDO�SHULRGV��DV� LQ�WKH�DSSDUHQW�GLVSODFHPHQW�RI�FODVV�EDVHG�SROLWLFV��IRUPHUO\�FUXFLDO� WR�GHHSHQLQJ

FLWL]HQVKLS�LQ�:HVWHUQ�GHPRFUDFLHV��E\�QHZ�W\SHV�RI�JHQGHU�� LGHQWLW\�DQG�LVVXH�EDVHG�SROLWLFV��7KH\�DOVR

FDUU\� GLIIHULQJ� DQG� RIWHQ� FRQWHVWHG� LPSOLFDWLRQV� IRU� GHPRFUDF\�� )HPLQLVW� SROLWLFV� DLPV� QRW� RQO\� WR

LPSURYH�WKH�DFFHVV�RI�ZRPHQ�WR�WKH�SXEOLF�VSKHUH��EXW�DOVR�WR�UHGHILQH�WKH�ODWWHU�WRJHWKHU�ZLWK�LWV�UHODWLRQ

WR� WKH� SULYDWH� VSKHUH�� 6RPH� IRUPV�RI� HWKQLF� DQG� UHOLJLRXV� SROLWLFV� UHPDLQ� FRPSDWLEOH�ZLWK� DQG� LQGHHG

FRQGXFLYH� WR� GHPRFUDWLF� SROLWLFV�� 2WKHUV�� DV� ZH� VKDOO� VHH� ODWHU�� DUH� DQWDJRQLVWLF� WR� QRWLRQV� RI� VRFLDO

HTXDOLW\�DQG�GHPRFUDWLF�FRPSHWLWLRQ�

6HFRQGO\��RQH�PXVW�FRQVLGHU�ZKDW�SROLWLFDO�RSSRUWXQLWLHV�H[LVW�RU�FDQ�EH�FUHDWHG�IRU�FLWL]HQV�WR

JDLQ� DFFHVV� WR� WKH�SXEOLF� VSKHUH� DQG�KROG�JRYHUQPHQWV� DQG� VWDWH� HOLWHV� DFFRXQWDEOH�ZLWKLQ� LW�

7KLV�ZLOO�FOHDUO\�EH�HDVLHU�ZKHUH�WKHUH�LV�EURDG�EDVHG�FRQVHQVXV�RQ�UXOHV�RI�SROLWLFV��DQG�ZKHUH�SROLWLFV�LV

QRW�VHHQ�DV�D�]HUR�VXP�JDPH��RU�RUJDQLVHG�DURXQG�JHQGHU��UDFLDO�RU�HWKQLF�KLHUDUFKLHV��2SSRUWXQLWLHV�IRU

SDUWLFLSDWLRQ� DOVR� WHQG� WR� EH� LQIOXHQFHG� E\� WKH� VWUXFWXUH� RI� SROLWLFDO� SDUWLHV�� WKHLU� LQWHUQDO� GHPRFUDF\�

FDSDFLW\�WR�DJJUHJDWH�LQWHUHVWV�DQG�UHVSRQVLYHQHVV�WR�SXEOLF�RSLQLRQ��,W�PD\�DOVR�GHSHQG�RQ�RWKHU�IRUPV

RI� SROLWLFDO� RUJDQLVDWLRQ� DQG� LQWHUHVW� DJJUHJDWLRQ�� H�J�� WKURXJK� SRZHU� VKDULQJ�� FRUSRUDWLVW� UHVSRQVHV� WR

SROLWLFDO�SUHVVXUHV�IURP�EHORZ��DV�LQ�SRVW�DSDUWKHLG�6RXWK�$IULFD���RU�GHFHQWUDOLVDWLRQ�

&LWL]HQVKLS� LV�DW� WKH�FRUH�RI�GLVFXVVLRQV�DERXW�SDUWLFLSDWLRQ� LQ�GHPRFUDWLF�VRFLHWLHV��7KH�QRWLRQ�RI

FLWL]HQVKLS� DUWLFXODWHV� ERWK� WKH� GHILQLQJ� IHDWXUHV� RI� WKH� UHODWLRQVKLS� EHWZHHQ� LQGLYLGXDOV� DQG� VWDWH� LQ� D

GHPRFUDF\��WKH�OLPLWV�RI�PDUNHW��JRYHUQPHQW�DQG�LQGLYLGXDO���DV�ZHOO�DV�WKH�QDWXUH�RI�WKH�SROLWLFDO�FXOWXUH

RI�SDUWLFXODU�VRFLHWLHV��,Q�LWV�SXUHO\�IRUPDO�VHQVH��FLWL]HQVKLS�YHVWV�LQ�LQGLYLGXDOV�WKH�ULJKW�WR�SDUWLFLSDWH�LQ
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HOHFWRUDO�SURFHVVHV���WR�FKRRVH�OHDGHUV�WKURXJK�WKH�EDOORW��WR�VWDQG�IRU�SXEOLF�RIILFH���DQG�YHVWV�LQ�WKH�VWDWH

WKH�SRZHU�WR�WD[��FRQWURO�DUPHG�IRUFHV��JRYHUQ�HWF�

7KLV�IRUPXODWLRQ�OLPLWV�SROLWLFDO�SDUWLFLSDWLRQ�WR�KLJKO\�IRUPDOLVHG�DQG�SHULRGLF�LQWHUDFWLRQV�EHWZHHQ

LQGLYLGXDOV�DQG�VWDWH��DQG�GRHV�QRW�FRQFHLYH�RI�SDUWLFLSDWLRQ�DV�DQ�RQJRLQJ�SURFHVV�RI�GLVFXUVLYH�GHEDWH

DQG� UHDO� FRQWHVWDWLRQ�� 7KH� UHVKDSLQJ� RI� GHPRFUDF\� LQ� WKH� SRVW�ZDU� SHULRG� WR� GHDO� ZLWK� SRYHUW\� DQG

LQHTXDOLWLHV�OHG�WR�D�EURDGHQLQJ�RI�WKH�QRWLRQ�RI�FLWL]HQVKLS�WR�HQFRPSDVV�D�EURDGHU�VHW�RI�HQWLWOHPHQWV

WKDW�LQGLYLGXDOV�FRXOG�FODLP�DV�SDUW�RI�WKHLU�FLWL]HQVKLS�ULJKWV��7KLV�EURDGHU�QRWLRQ�KLJKOLJKWHG�FLWL]HQVKLS

DV�SUDFWLFH�UDWKHU�WKDQ�MXVW�VWDWXV��$OWKRXJK�VWLOO�WLHG�WR�D�QRWLRQ�RI�REOLJDWLRQ��SDUWLFXODUO\�WKH�REOLJDWLRQ

WR� ZRUN�� DV� FRUH� HQWLWOHPHQWV� GHULYHG� IURP� FRQWULEXWLRQV� WLHG� WR� IRUPDO� HPSOR\PHQW�� WKLV� QRWLRQ� RI

FLWL]HQVKLS�DV�ERWK�DFWLYH� DQG�VXEVWDQWLYH�ZDV�SDUW�RI� DQ�DWWHPSW� WR� UHGXFH�FODVV� FRQIOLFW� �� WR�HVWDEOLVK

VWDELOLW\���WKURXJK�LQFOXVLRQ��UHPHPEHULQJ�WKDW�HDUOLHU�YHUVLRQV�RI�FLWL]HQVKLS�KDG�EHHQ�EDVHG�RQ�GHILQLQJ

H[FOXVLRQV�IURP�WKH�SROLW\��

7KLUG�� DOWHUQDWLYH�� SOXUDO� VRXUFHV� RI� SROLWLFDO� SRZHU� DQG� OHJLWLPDF\� DUH� QHHGHG� WR

FRXQWHUEDODQFH� WKH� SRZHU� RI� JRYHUQPHQWV� DQG� VWDWH� HOLWHV�� 6RPH� RI� WKHVH� FRXQWHUEDODQFHV� PD\

HPHUJH� IURP�KHDOWK\� SROLWLFDO� SURFHVVHV� �H�J�� IURP�ZHOO� HVWDEOLVKHG� FRQVWLWXWLRQDO� DQG� OHJDO� V\VWHPV�� RU

UREXVW�SDUOLDPHQWDU\�GHEDWH���-XVW�DV�FUXFLDO��KRZHYHU��DUH�WKH�H[LVWHQFH�RI�VWURQJ��LQGHSHQGHQW�VRXUFHV�RI

VXSSRUW� LQ�FLYLO�VRFLHW\��DQG��DUJXDEO\�� LQGHSHQGHQW�FRQFHQWUDWLRQV�RI�ZHDOWK�� VWDWXV� DQG�SRZHU� WKDW� DUH

QRW� H[FHVVLYHO\� GHSHQGHQW� XSRQ� WKH� VWDWH�� 2I� FRXUVH�� LQGHSHQGHQW� SRZHU� EDVHV� LQ� VRFLHW\� PD\� DOVR

UHSURGXFH� PDMRU� VRFLDO� DQG� HFRQRPLF� LQHTXDOLWLHV� ZKLFK� FRQIOLFW� ZLWK� GHPRFUDF\·V� SUHPLVH� RI� HTXDO

FLWL]HQVKLS�� ,QGHHG�� FRQWUDGLFWLRQV� EHWZHHQ�SROLWLFDO� SOXUDOLVP� DQG�SROLWLFDO� HTXDOLW\� �� DQG� WKHLU� VRFLHWDO

SUHFRQGLWLRQV���DUH�HQGXULQJ�DQG�SUREDEO\�LQHVFDSDEOH�VRXUFHV�RI�WHQVLRQ�LQ�PRVW�UHDO�ZRUOG�GHPRFUDFLHV�

)LQDOO\�� WKHUH� DUH�ZD\V� WKH� LQWHUQDWLRQDO� V\VWHP�PD\�FUHDWH�RSHQLQJV� IRU�GHPRFUDWLF�GHEDWH

ZKLFK�PD\�FRXQWHUDFW�WKH�RWKHUZLVH�QHJDWLYH�LPSDFWV�RI�JOREDOLVDWLRQ��'RQRU�VXSSRUW�IRU�SROLWLFDO�UHIRUP

LV� RIWHQ� FULWLFLVHG� IRU� LWV� SUHRFFXSDWLRQ� ZLWK� IRUPDO� SURFHGXUHV� DQG� IRU� LWV� KHDY\� KDQGHG� SROLWLFDO

FRQGLWLRQDOLW\��%XW� WKHUH�DUH�RWKHU� IRUPV�RI�VXSSRUW� �H�J��FDSDFLW\�EXLOGLQJ� LQ�FLYLO�VRFLHW\��DVVLVWDQFH� WR

KXPDQ� ULJKWV�ERGLHV�� SURPRWLQJ�QHJRWLDWHG� FRQVHQVXV� DURXQG� WKH� UXOHV�RI� WKH� SROLWLFDO� JDPH�� WKDW� FDQ

UHLQIRUFH� LQWHUQDOO\�EDVHG� GHPRFUDWLVDWLRQ�� 0RUHRYHU�� GHYHORSPHQWV� LQ� LQWHUQDWLRQDO� KXPDQ� ULJKWV� ODZ

DQG� WKH� HPHUJHQFH� RI� DQ� HPEU\RQLF� LQWHUQDWLRQDO� FLYLO� VRFLHW\� LQFUHDVH� WKH� VFRSH� IRU� FURVV�QDWLRQDO

SROLWLFDO�DOOLDQFHV�WKDW�FRXOG�JLYH�VXFFRXU�WR�WKH�GRPHVWLF�VXSSRUWHUV�RI�KXPDQ�ULJKWV�DQG�GHPRFUDF\�

F��*HQGHU�%LDVHV�LQ�'HPRFUDFLHV

7KH�DERYH�VWDWHV�D�JHQHUDO�FDVH�IRU�D�GHPRFUDWLF�SROLWLFV�WKDW�ZRXOG�FRQIURQW�WKH�GHPRFUDF\�GHILFLWV�WKDW

SUHYDLO� LQ� UHDO�ZRUOG� GHPRFUDFLHV� �DQG� VWLOO�PRUH� LQ� QRQ�GHPRFUDWLF� V\VWHPV� RI� JRYHUQDQFH���:H� QRZ

GHYHORS� WKLV� FDVH� E\� FRQVLGHULQJ� D� PRUH� VSHFLILF� IRUP� RI� GHPRFUDF\� GHILFLW�� WKH� JHQGHU� ELDVHV� ZKLFK

SUHYDLO� LQ�YLUWXDOO\�DOO�H[LVWLQJ�GHPRFUDFLHV��:H�FKRRVH�WKLV�IRU�WZR�PDLQ�UHDVRQV��)LUVW��EHFDXVH�D�JRRG

OLWPXV� WHVW� RI� WKH� TXDOLW\� RI� FLWL]HQVKLS� LV� WR� YLHZ� GHPRFUDF\� IURP� WKH� VWDQGSRLQW� RI� LWV� PRVW

GLVDGYDQWDJHG�FLWL]HQV��$PRQJ�WKHVH��ZRPHQ�VWDQG�RXW�PRVW�FOHDUO\�DV�FLWL]HQV�ZKRVH�IRUPDO�VWDWXV�KDV
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VKLIWHG� IURP� H[FOXVLRQ� WR� LQFOXVLRQ�� EXW� ZKR� YLVLEO\� FRQWLQXH� WR� EH� H[FOXGHG�� $QG� VHFRQG�� EHFDXVH

IHPLQLVW�WKHRU\�KDV�GHYHORSHG�WKHRUHWLFDO�DSSURDFKHV�ZKLFK�ZH�FDQ�XVH�WR�UHWKLQN�WKH�WKHRU\�DQG�SUDFWLFH

RI�GHPRFUDF\�LWVHOI�

*OREDOO\��WKHUH�KDV�EHHQ�D�UHPDUNDEOH�FRQVLVWHQF\�LQ�WKH�ILJXUHV�IRU�IHPDOH�UHSUHVHQWDWLRQ�LQ�QDWLRQDO

DQG�ORFDO�SROLWLHV��5HJDUGOHVV�RI�WKH�SROLWLFDO�V\VWHP��ZLWK�WKH�QRWDEOH�H[FHSWLRQ�RI�6FDQGLQDYLDQ�FRXQWULHV

DQG�WKH�UHFHQW�H[FHSWLRQ�RI�D�IHZ�FRXQWULHV�LQ�VRXWKHUQ�$IULFD��ZRPHQ�UHSUHVHQW�EHWZHHQ�WZR�DQG����SHU

FHQW� RI�1DWLRQDO�$VVHPEOLHV�� DQG� UDUHO\� H[FHHG� ��� SHU� FHQW� RI� ORFDO� JRYHUQPHQWV� �,QWHU�3DUOLDPHQWDU\

8QLRQ��������7KH�FRQVLVWHQW� IDLOXUH�RI�ZRPHQ� WR�SDUWLFLSDWH� LQ� UHSUHVHQWDWLYH�SROLWLFV� LQ�SURSRUWLRQ� WR

WKHLU�QXPEHUV�LQ�WKH�YRWLQJ�SRSXODWLRQ�KDV�WUDGLWLRQDOO\�EHHQ�LQWHUSUHWHG�DV�D�V\PSWRPDWLF�RI�WKHLU�ORZHU

KXPDQ�FDSLWDO�EDVH��/LEHUDO�GHPRFUDWV�DUJXH�WKDW�PRGHUQLVDWLRQ��DQG�HTXDOLVDWLRQ�WKURXJK�WKH�HGXFDWLRQ

V\VWHP��ZLOO�DXWRPDWLFDOO\�OHDG�WR�WKH�HTXDOLVDWLRQ�RI�RSSRUWXQLWLHV�DQG�KHQFH�RI�RXWFRPHV��<HW�HYLGHQFH

IURP�GHYHORSHG�FRXQWULHV�VXJJHVWV�WKDW�KLJK�OHYHOV�RI�VRFLDO�VWDWXV�IRU�ZRPHQ�DUH�QRW�UHOLDEOH�LQGLFDWRUV

RI�ZRPHQ·V�FDSDFLW\�WR�SDUWLFLSDWH�LQ�SROLWLFV��DW�OHDVW�LQ�WHUPV�RI�WKHLU�QXPHULFDO�UHSUHVHQWDWLRQ�DPRQJVW

OHJLVODWRUV��,Q�������ZRPHQ�ZHUH�IHZHU�WKDQ����SHU�FHQW�RI�OHJLVODWRUV�LQ����RXW�RI�WKH����PRVW�GHYHORSHG

FRXQWULHV�UHSRUWLQJ�HOHFWRUDO�GDWD��ZLWK�ZRPHQ�DFFRXQWLQJ�IRU�WZR�SHU�FHQW�RU�OHVV�RI�WKHLU�OHJLVODWXUHV�LQ

)UDQFH��*UHHFH��DQG�-DSDQ��-DTXHWWH��������,Q�WKH�8QLWHG�6WDWHV��ZKHUH�ZRPHQ·V�VRFLR�HFRQRPLF�VWDWXV�LV

YHU\�KLJK��GHPRFUDWLF�LQVWLWXWLRQV�UHPDLQ�UHVLVWDQW�WR�WKHLU�SDUWLFLSDWLRQ��DGPLWWLQJ�ZRPHQ�WR�MXVW�ILYH�SHU

FHQW�RI�&RQJUHVV�VHDWV�LQ�������DQG������SHU�FHQW�WRGD\�

L� �7KH�*HQGHUHG�3XEOLF�3ULYDWH�'LYLGH

7KLV�SRRU�UHFRUG�RI�SDUWLFLSDWLRQ�HYHQ�ZKHUH�ZRPHQ·V�KXPDQ�FDSLWDO�GHYHORSPHQW�LV�RQ�D�SDU�ZLWK�PHQ

KDV� OHDG� IHPLQLVWV� WR� LQVLVW� WKDW� WKH� DSSDUHQWO\� IXQGDPHQWDOO\� JHQGHUHG� FRQGLWLRQV� IRU� SROLWLFDO

SDUWLFLSDWLRQ� DUH� QRW� MXVW� ¶GHILFLWV·� RI� GHPRFUDFLHV�� WKH\� DUH� ¶LQWULQVLF� WR� SROLWLFV�� QRW� DQ� H[WUDQHRXV�

DGGLWLRQDO� FRQFHUQ·� �3KLOOLSV� LQ� +HOG� ������ ����� 7KLV� LQVLJKW� KDV� FRQWULEXWHG� WR� WKH� GHYHORSPHQW� RI

LQWHOOHFWXDO�WRROV�IRU�XQGHUVWDQGLQJ�SDWWHUQV�RI�H[FOXVLRQ�LQ�GHPRFUDWLF�SROLWLFV�ZKLFK�FDQ�EH�DSSOLHG�WR

RWKHU� GLVDGYDQWDJHG� JURXSV�� 7KH� NH\� WRRO� LV� WKH� DQDO\VLV� RI� WKH� JHQGHUHG� FRQVWLWXWLRQ� RI� LPSRUWDQW

ERXQGDULHV�EHWZHHQ� DUHQDV�GHHPHG� WR�EH�PDWWHUV�RI�SROLWLFV� DQG� FKRLFH�� DQG� WKRVH�ZKLFK� DUH� QRW�� WKH

SXEOLF�SULYDWH�GLYLGH��)HPLQLVWV�KDYH�GHPRQVWUDWHG�WKDW�WKH�SXEOLF�VSKHUH�LV�FRQVWLWXWHG�RQ�WKH�SUHPLVH

RI� LWV� GLVWLQFWLRQ� IURP� WKH� SULYDWH� VSKHUH�� ZKHUH� PHQ·V� HIIHFWLYHQHVV� LQ� SROLWLFV� DQG� LQ� WKH� PDUNHW� LV

FRQWLQJHQW�RQ�WKHLU�SULYLOHJHG�UROH�LQ�WKH�SXEOLF�VSKHUH�DQG�WKH�FRQILQHPHQW�RI�ZRPHQ�WR�D�VXSSRUWLQJ

UROH�WKH�SULYDWH�VSKHUH�

$�FHQWUDO�DVVXPSWLRQ�LQ�OLEHUDO�GHPRFUDWLF�WKHRU\�LV�WKDW�WKH�SXEOLF�VSKHUH�LV�SHRSOHG�E\�HTXDOV�DQG

WKDW�SXEOLF�VSKHUH�LWVHOI�LV�FKDUDFWHULVHG�E\� ¶PRGHUQ·�YDOXHV�RI�UDWLRQDOLW\�DQG�LPSDUWLDOLW\�� LQ�FRQWUDVW�WR

WKH�SULYDWH�VSKHUH�JRYHUQHG�E\�SDUWLFXODULVWLF�YDOXHV�RI�DIIHFWLRQ�DQG�IDPLO\�DWWDFKPHQW��&LWL]HQVKLS��WKHQ�

LV�WKH�ULJKW�WR�HQWHU� LQWR�WKH�FRPPXQLW\�RI�HTXDOV� LQ�WKH�SXEOLF�VSKHUH��,Q�WKH�SDVW��FLWL]HQVKLS���RU�WKH

JURXQGV� IRU�SROLWLFDO� HTXDOLW\� �� KDV�EHHQ� FRQWLQJHQW� RQ� D� SHUVRQ·V� DVVHW� EDVH�� DJH�� UDFH�� DQG�RI� FRXUVH�

PDVFXOLQLW\�� %HLQJ� DQ� DGXOW�PDOH� �DQG� LQ�PDQ\� FDVHV�� ZKLWH�� SURSHUW\� RZQHU� ZDV� WKRXJKW� WR� FRQIHU� D
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GHJUHH� RI� UDWLRQDOLW\� DQG� PDWXULW\�� DV� ZHOO� DV� WKH� VRFLDO� VWDQGLQJ� DQG� PDWHULDO� UHVRXUFHV� QHHGHG� WR

SDUWLFLSDWH� PHDQLQJIXOO\� LQ� SROLWLFV�� 5HPRYDO� RI� WKHVH� IRUPDO� UHTXLUHPHQWV� KDV� QRW� PHDQW� WKHLU

GLVDSSHDUDQFH� DV� VRXUFHV� RI� SRZHU� LQ� SROLWLFDO� FRQWHVWDWLRQ�� QRU�� PRUH� IXQGDPHQWDOO\�� DV� GHILQLWLRQDO

FULWHULD�IRU�PHDQLQJIXO�FLWL]HQVKLS�

%\�NHHSLQJ�WKH�SULYDWH�VSKHUH�RXW�RI�WKH�SXEOLF�ZRUOG�RI�SROLWLFV��GHPRFUDFLHV�FUHDWH�DQ�XQHYHQ�RU

VHFRQG� FODVV� IRUP� RI� FLWL]HQVKLS� IRU� ZRPHQ�� /HJDO� V\VWHPV� LQ� GHPRFUDFLHV� FRGLI\� WKHLU� SHUVRQDO� DQG

VH[XDO� VXERUGLQDWLRQ� WR� LQGLYLGXDO�PHQ� �� IRU� LQVWDQFH�� E\� HQGRUVLQJ� WKHLU� OLPLWHG� LQKHULWDQFH� ULJKWV� RU

IDLOLQJ�WR�FULPLQDOLVH�UDSH�ZLWKLQ�PDUULDJH��RQ� WKH�JURXQGV�WKDW� WKHVH�DUH�SULYDWH�PDWWHUV� WR�EH�UHVROYHG

WKURXJK� FXVWRP� RU� IDPLO\� YDOXHV�� 7KH� PDUNHW� UHSURGXFHV� WKH� FRQGLWLRQV� IRU� ZRPHQ·V� PDWHULDO

GHSHQGHQFH�RQ�PHQ� �� IRU� LQVWDQFH�� E\� HQGRUVLQJ� GLIIHUHQWLDO� SD\� UDWHV� IRU� HTXDO�ZRUN�� RU� E\� IDLOLQJ� WR

DFNQRZOHGJH�WKH�HFRQRPLF�YDOXH�RI�ZRPHQ·V�GRPHVWLF�ODERXU��6XFK�GLVFULPLQDWLRQ�LV�WROHUDWHG�DQG�HYHQ

MXVWLILHG� LQ� GHPRFUDFLHV� �DV� LQ� RWKHU� SROLWLFDO� UHJLPHV�� RQ� WKH� DVVXPSWLRQ� WKDW� HFRQRPLF� FRPSHWLWLRQ

DVVLJQV�ZRUWK�LQ�D�YDOXH�QHXWUDO�ZD\�

7KXV�ZRPHQ·V� UHODWLRQVKLS� WR� WKH�SROLW\� DQG� WKH�HFRQRP\� LV� IXQGDPHQWDOO\�GLIIHUHQW� IURP� WKDW�RI

PHQ��7KHLU� ODFN�RI� DFFHVV� WR�PDWHULDO� DQG� VRFLDO� UHVRXUFHV�XQGHUFXWV� WKHLU� FDSDFLW\� WR�JHQHUDWH�SROLWLFDO

SRZHU��7KHLU� GRPHVWLF� UHVSRQVLELOLWLHV� FUHDWH� D� ¶WLPH�SRYHUW\·�ZKLFK� UHVWULFWV� WKHLU� SDUWLFLSDWLRQ��RQ� WKH

RWKHU� KDQG�� PHQ� DUH� IUHHG� WR� SDUWLFLSDWH� SUHFLVHO\� EHFDXVH� ZRPHQ� DUH� QRW�� 7KHVH� EURDG� GRPHVWLF

FRQVWUDLQWV�DUH�PLWLJDWHG�E\�FODVV�� DJH�DQG�FKLOGOHVVQHVV��:RPHQ�ZKR�KDYH� UHVRXUFHV� WR� ¶EX\�RXW·� WKHLU

WLPH�E\�HPSOR\LQJ�RWKHU�ZRPHQ�WR�WDNH�RYHU�WKHLU�GRPHVWLF�UHVSRQVLELOLWLHV��RU�ZKR�KDYH�QR�FKLOGUHQ��RU

ZKRVH�FKLOGUHQ�DUH�DW�DJHV�ZKLFK�UHTXLUH�OHVV�FDUH�ZRUN��DUH�IUHHU�WR�EH�DFWLYH�FLWL]HQV��7KH�FRQGLWLRQV�RI

PRWKHUKRRG� DQG�ZLIHKRRG� DV� D� FRQVWUDLQW� RQ� FLWL]HQVKLS� LV� DFWXDOO\� FRGLILHG� LQ� GLIIHUHQWLDO� FLWL]HQVKLS

ULJKWV�IRU�VLQJOH�DQG�PDUULHG�ZRPHQ�LQ�PDQ\�SROLWLHV��ZKHUH�ZRPHQ�FHGH�WKHLU�ULJKWV���SDUWLFXODUO\�VH[XDO�

UHSURGXFWLYH��DQG�SURSHUW\�ULJKWV���WR�PHQ�XSRQ�PDUULDJH��EXW�ZKHUH�VLQJOH�DGXOW�ZRPHQ��DV�SUR[\�PHQ�

HQMR\�JUHDWHU�FLWL]HQVKLS�ULJKWV�WKDQ�PDUULHG�ZRPHQ����7KHVH�FRQVWUDLQWV�LQKLELW�WKH�SROLWLFDO�SHUIRUPDQFH

RI�LQGLYLGXDO�ZRPHQ�DQG�WKH�SROLWLFDO�FDSDFLW\�DQG�FORXW�RI�ZRPHQ·V�DVVRFLDWLRQV�

L L� �*HQGHUHG�3ROLW LFDO�$JHQF\

%H\RQG� WKHVH�SUDFWLFDO� FRQVWUDLQWV�� WKHUH� LV� D�PRUH�IXQGDPHQWDO�REVWDFOH�� WKH�JHQGHUHG� FRQVWUXFWLRQ�RI

SROLWLFDO�DXWKRULW\�DQG�VXEMHFWLYLW\�ZKLFK�PDNHV�WKH�UHDOP�RI�SROLWLFDO�FRPSHWLWLRQ�SURIRXQGO\�KRVWLOH�ERWK

WR� ZRPHQ·V� SDUWLFLSDWLRQ� DQG� WR� WKH� UHSUHVHQWDWLRQ� RI� ZRPHQ·V� LQWHUHVWV� DV� D� JHQGHUHG� JURXS�� 7KHVH

FRQVWUDLQWV� UHVXOW� LQ� ZRPHQ·V� VWULNLQJO\� PDUJLQDO� SUHVHQFH� LQ� UHSUHVHQWDWLYH� SROLWLFV� DQG� GHPRFUDWLF

LQVWLWXWLRQV�

$ZDUHQHVV� WKDW� SROLWLFDO� VXEMHFWLYLW\� FDQ� EH� FRQVWUXHG� LQ� ZD\V� ZKLFK� H[FOXGH� FHUWDLQ� JURXSV

LQWURGXFHV� DQRWKHU� FRQFHSWXDO� WRRO�� WKH� LGHD� WKDW� SROLWLFDO� DJHQF\� LV� D� VRFLDO� FRQVWUXFW�� ,Q� WKH� FDVH� RI

ZRPHQ��D�NH\�EDUULHU�WR�IXOO�FLWL]HQVKLS�DQG�SDUWLFLSDWLRQ�LV�WKH�GHQLDO�RI�DJHQF\�WR�ZRPHQ�RQ�WKH�PDWWHU

                                                
�� ,Q�(J\SW� WRGD\�� IRU� LQVWDQFH�� VLQJOH� DGXOW�ZRPHQ�PD\�PDNH� SHUVRQDO� DSSOLFDWLRQV� IRU� D� SDVVSRUW� DQG�PDNH

LQGHSHQGHQW�GHFLVLRQV�WR�WUDYHO��0DUULHG�ZRPHQ·V�DSSOLFDWLRQV�IRU�SDVVSRUWV�PXVW�EH�VLJQHG�E\�WKHLU�KXVEDQGV�
ZKR�DOVR�KDYH�WR�FRQVHQW�ZKHQ�WKHLU�ZLYHV�ZLVK�WR�WUDYHO�RYHUVHDV�DORQH��%LEDUV�������



��

RI�FRQVHQW�LQ�VRFLDO�UHODWLRQV��SDUWLFXODUO\�UHJDUGLQJ�VH[XDO�DQG�UHSURGXFWLYH�FKRLFH��1RWLRQV�RI�FKRLFH�DQG

FRQVHQW�DUH�FHQWUDO� WHQDQWV�RI�GHPRFUDWLF�SUDFWLFH� �� WKH� OHJLWLPDF\�RI� D�JRYHUQPHQW� LV�SUHPLVHG�RQ� WKH

QRWLRQ� WKDW� D�PDMRULW\� KDV� FRQVHQWHG� WR� EH� UHSUHVHQWHG� E\� LW�� WKURXJK� H[HUFLVLQJ� LWV� YRWH�� <HW� LQ�PRVW

VRFLHWLHV�� D� UDQJH� RI� VRFLDO� LQVWLWXWLRQV�� SDUWLFXODUO\� WKRVH� UHODWHG� WR� PDUULDJH� DQG� ZRPHQ·V� VH[XDOLW\

LQYROYH� D� VXUUHQGHU�RI� FRQVHQW� E\� LQGLYLGXDO�ZRPHQ� WR� WKH� JRYHUQDQFH� RI� LQGLYLGXDO�PHQ��7KLV� LV� WKH

¶VH[XDO� FRQWUDFW·�ZKLFK� LV�ZULWWHQ� LQWR�ZRPHQ·V� H[FOXVLRQ� IURP� WKH�SXEOLF�ZRUOG�RI�SROLWLFV��$V�&DUROH

3DWHPDQ�H[SODLQV�

ZRPHQ� ILQG� WKHLU� VSHHFK���� SHUVLVWHQWO\� DQG� V\VWHPDWLFDOO\� LQYDOLGDWHG� LQ� WKH� FUXFLDO� PDWWHU� RI

FRQVHQW����LI�ZRPHQ·V�ZRUGV�DERXW�FRQVHQW�DUH�FRQVLVWHQWO\�UHLQWHUSUHWHG��KRZ�FDQ�WKH\�SDUWLFLSDWH�LQ

WKH�GHEDWH�DPRQJ�FLWL]HQV"��3DWHPDQ���������LQ�)UDVHU������������

7KLV� REVHUYDWLRQ� GHPRQVWUDWHV� WKDW� GHPRFUDWLF� WKHRULHV� ZKLFK� DUH� SUHPLVHG� RQ� D� QRWLRQ� RI� DEVWUDFW

LQGLYLGXDOLVP�DFW�DV�D�FRQFHSWXDO�DQG�SUDFWLFDO�EORFN�WR�LVVXHV�RI�HPSRZHUPHQW�RI�GLVDGYDQWDJHG�JURXSV�

VLQFH�WKH\�GHQ\�WKDW�WKHUH�DUH�V\VWHPDWLF�LQHTXDOLWLHV�LQ�VRFLHW\�ZKLFK�VKDSH�LQGLYLGXDO�EHKDYLRXU�LQ�ERWK

SXEOLF�DQG�SULYDWH�VSKHUHV��7KH�DEVWUDFW� LQGLYLGXDO�RI�GHPRFUDWLF�WKHRU\�UHTXLUHV�RQO\�FLYLO�DQG�SROLWLFDO

ULJKWV�WR�FRPSHWH�ZLWK�RWKHUV�IRU�VRFLDO� LQIOXHQFH��%XW�QRWLRQV�RI�FLWL]HQVKLS�ZKLFK�UHVW�SXUHO\�RQ�FLYLO

DQG�SROLWLFDO�ULJKWV�IDLO�ZRPHQ�EHFDXVH�WKH\�DUH�XQDEOH�WR�GHDO�ZLWK�UHSURGXFWLYH�ULJKWV��ZKLFK��DFFRUGLQJ

WR�'DYLG�+HOG��DUH�¶WKH�YHU\�EDVLV�RI�WKH�SRVVLELOLW\�RI�HIIHFWLYH�SDUWLFLSDWLRQ�LQ�ERWK�FLYLO�VRFLHW\�DQG�WKH

SROLW\·��TXRWHG�LQ�/LVWHU�����������

L L L� �*HQGHUHG�&RQVWUXFWLRQ�RI�&LWL]HQVKLS

$�WKLUG�DQDO\WLFDO�WRRO�LV�KLVWRULFDO�DQDO\VLV�RI�WKH�WHUPV�XSRQ�ZKLFK�GLIIHUHQW�VRFLDO�FDWHJRULHV�KDYH�EHHQ

GHHPHG�ZRUWK\�RI�� DQG� WKHUHIRUH� DZDUGHG�� FLWL]HQVKLS� ULJKWV��:H�KDYH�QRWHG� DERYH� WKH� LPSRUWDQFH� RI

SURSHUW\�DQG�SHUVRQDO�DXWRQRP\�LQ�HDUO\�FULWHULD�IRU�SROLWLFDO�SDUWLFLSDWLRQ��$QRWKHU�KLVWRULFDOO\�JHQGHUHG

FULWHULRQ�KDV�EHHQ�WKH�FRQWLQJHQF\�RI�FLWL]HQVKLS�XSRQ�VROGLHULQJ��RQ�DFWV�RI�PLOLWDU\�YDORXU�GHPRQVWUDWLQJ

OR\DOW\�WR�D�UXOHU�DQG�KHOSLQJ�WR�SURWHFW�H[WHUQDO�VRYHUHLJQW\��&KDUOWRQ�HW�DO�������������:RPHQ·V�EHODWHG

LQFRUSRUDWLRQ� WR� FLWL]HQVKLS� RQ� WKH� JURXQGV� RI� WKHLU� FRQWULEXWLRQV� DV� PRWKHUV� WR� EXLOGLQJ� D� QDWLRQ·V

SRSXODWLRQ� KDV�ZULWWHQ� WKHP� LQWR� FLWL]HQVKLS� LQ� D� YHU\� SDUWLFXODU� VHQVH�� LQ� D� VHQVH�ZKLFK� LV� UHLQIRUFHG

WKURXJK� VRFLDO� DQG� HFRQRPLF� SROLFLHV� ZKLFK� IRFXV� XSRQ� WKHLU� FKLOG�EHDULQJ� DQG� �UHDULQJ� UROHV� DV

GHSHQGDQWV�RQ�PHQ��QRW�DV�GHFLVLRQ�PDNHUV�IRU�WKH�SROLW\��$V�%URZQ�DUJXHV��WKH�HQGXULQJ�DVVRFLDWLRQ�RI

SROLWLFDO�YLUWXH�DQG�PDQKRRG�ZLWK� WKH�PLOLWDU\� UHLQIRUFHV� WKH�SXEOLF�SULYDWH� VSOLW� DQG� UHGXFHV�ZRPHQ·V

OHJLWLPDWH�FODLPV�LQ�WKH�SXEOLF�VSKHUH��%URZQ�����������

LY��*HQGHU�)ULHQGO\�,QVWLWXWLRQDO �&KDQJH

,Q�VSLWH�RI�WKH�JHQGHUHG�H[FOXVLRQV�ZULWWHQ�LQWR�WKH�OLEHUDO�GHPRFUDWLF�IRUP��GHPRFUDWLF�SULQFLSOHV�VXFK�DV

SROLWLFDO� HTXDOLW\� DQG� SRSXODU� VRYHUHLJQW\� FUHDWH� H[SHFWDWLRQV� DQG� RSSRUWXQLWLHV� IRU� WKH� LQFOXVLRQ� DQG

SURPRWLRQ� RI� ZRPHQ·V� LQWHUHVWV� �� RSSRUWXQLWLHV� WKDW� VLPSO\� DUH� QRW� DYDLODEOH� WR� ZRPHQ� XQGHU



��

DXWKRULWDULDQ� UHJLPHV�� :RPHQ·V� FLYLO� VRFLHW\� HQJDJHPHQW� DSSHDUV� WR� EH� PXFK� KLJKHU� LQ� GHPRFUDWLF

SROLWLHV� WKDQ� LQ� DXWKRULWDULDQ� RQHV��8QGHU� DXWKRULWDULDQ� UHJLPHV��ZRPHQ·V� DVVRFLDWLRQV� DUH� RIWHQ� HLWKHU

FRRSWHG� LQWR� VWDWH�FRQWUROOHG� XPEUHOOD� JURXSV� �:D\OHQ� ������ 0RO\QHX[� ������� RU� WKH\� PD\� JR

XQGHUJURXQG�� IRFXVVLQJ� RQ� VXUYLYDO� FRQFHUQV�� EXW� DYRLGLQJ� HQJDJHPHQW� ZLWK� WKH� VWDWH� �7ULSS� ��������

&RQWHPSRUDU\�SURFHVVHV�RI�GHPRFUDWLVDWLRQ�DUH�LQVSLULQJ�ZRPHQ�WKH�ZRUOG�RYHU�WR�VHHN�PRUH�PHDQLQJIXO

IRUPV�RI�SROLWLFDO�SDUWLFLSDWLRQ�

.H\�WR�WKH�IHPLQLVW�HQJDJHPHQW�ZLWK�WKH�GHPRFUDWLF�VWDWH�KDV�EHHQ�WKH�LQVLVWHQFH�WKDW�WKLV�PXVW�EH�D

SURMHFW� QRW� MXVW� RI�PHUH� LQFOXVLRQ�� EXW� RI� LQVWLWXWLRQDO� WUDQVIRUPDWLRQ� ZKLFK� DGGUHVVHV� WKH� VRFLDO� DQG

SROLWLFDO�FRQVWUDLQWV�RQ�ZRPHQ·V�WLPH��UHVRXUFHV��DQG�DXWKRULW\��%XW�ZKHWKHU�GHPRFUDF\�FDQ�EULQJ�HTXDO

SDUWLFLSDWLRQ�DQG�ZHOIDUH� IRU�ZRPHQ�DQG�PHQ�GHSHQGV�RQ�ZKHWKHU� LWV� LQVWLWXWLRQV� DQG�SROLWLFDO� FXOWXUH

DGPLW� QRW� MXVW�RI�ZRPHQ·V� SDUWLFLSDWLRQ��EXW� RI� WKH� UHSUHVHQWDWLRQ�RI�ZRPHQ·V� LQWHUHVWV� DV� D� JHQGHU���

7KHUH�LV�WUHPHQGRXV�GHEDWH�RYHU�ZKHWKHU�ZRPHQ�GR�VKDUH�DQ\�SROLWLFDO�DQG�VRFLDO�LQWHUHVWV��DQG�ZKHWKHU

WKH\� FDQ� EH� WUHDWHG� DV� D� VRFLRORJLFDO� JURXS�� 7KH� IDFW� WKDW� PRVW� ZRPHQ�� ZKDWHYHU� WKHLU� RWKHU

FLUFXPVWDQFHV�� WHQG� WR� EH� FRQVWUDLQHG� LQ� WKHLU� OLIH� FKRLFHV� WR� D� UDQJH� RI� UHSURGXFWLYH� IXQFWLRQV� LQ� WKH

SULYDWH�VSKHUH��DQG�PDUJLQDO�SRVLWLRQV�LQ�SXEOLF�DUHQDV�RI�WKH�HFRQRP\�DQG�SROLWLFV��VXJJHVWV�WKDW�JHQGHU

DIIHFWV�WKH�ZD\�RWKHU�VRFLDO�FOHDYDJHV��FODVV��HWF���DUH�H[SHULHQFHG��DQG�KHQFH�JHQHUDWHV�VSHFLILF� LQWHUHVWV

�*RHW]� �������+RZHYHU�� LW� FHUWDLQO\� FDQQRW�EH� DVVXPHG� WKDW�ZRPHQ�ZLOO� SHUFHLYH� VKDUHG� LQWHUHVWV� DV� D

JHQGHUHG�JURXS�

3DUWLFXODU� LQVWLWXWLRQDO�FKRLFHV�DUH� LPSOLHG� LI�ZRPHQ·V� ULJKWV�DQG�QHHGV�DUH� DGGUHVVHG�DV� LI�ZRPHQ

FRQVWLWXWHG�D�JHQGHUHG�JURXS��6RPH�IHPLQLVW�DQDO\VWV�FDOO�IRU�FRUSRUDWLVW�IRUPV�RI�JURXS�UHSUHVHQWDWLRQ

�<RXQJ� ������� DQG� LQ� RWKHU� FRQWH[WV� JRYHUQPHQWV� KDYH� WULHG� WR� LQVWLWXWLRQDOLVH� UHSUHVHQWDWLRQ� IRU� WKH

IHPDOH� HOHFWRUDWH� ²� IRU� LQVWDQFH�� UHVHUYHG� VHDWV� IRU� UHSUHVHQWDWLYHV� RI� ZRPHQ�� DV� LQ� 8JDQGDQ� ORFDO

JRYHUQPHQW�� 2Q� WKH� RWKHU� KDQG�� VRPH� DQDO\VWV� LQVLVW� WKDW� ZRPHQ� VKRXOG� SLWFK� LQWR� FRQYHQWLRQDO

GHPRFUDWLF�SROLWLFDO�FRPSHWLWLRQ��EXW� LQVWHDG�RI�VHHNLQJ�JURXS�EDVHG�UHSUHVHQWDWLRQ��WKH\�VKRXOG�VLPSO\

WU\�WR�LQFUHDVH�WKHLU�DJJUHJDWH�QXPEHUV�LQ�SROLWLFV�WKURXJK�PHDVXUHV�VXFK�DV�TXRWDV�IRU�ZRPHQ�RQ�SDUW\

OLVWV��3KLOOLSV�������

7KUHH� EURDG� FDWHJRULHV� RI� LQVWLWXWLRQDO� FKDQJH� DUH� WKH� IRFXV� RI� FRQWHPSRUDU\� VWUXJJOHV� WR

GHPRFUDWLVH�SROLWLFV�IURP�ZRPHQ·V�SRLQW�RI�YLHZ�

                                                
�� 7KLV� LV� QRW� WR� VD\� WKDW�ZRPHQ·V� FLYLO� VRFLHW\� DVVRFLDWLRQV� XQGHU� DXWKRULWDULDQ� UHJLPHV� GR� QRW� KDYH� D� VWURQJ

LQWHUHVW�LQ�GHPRFUDWLVDWLRQ��,Q�VRPH�FRQWH[WV��ZKHUH�FRQYHQWLRQDOO\�PDOH�GRPLQDWHG�DVVRFLDWLRQDO�IRUPV���VXFK
DV�WUDGHV�XQLRQV�RU�SROLWLFDO�SDUWLHV���KDYH�EHHQ�EDQQHG��ZRPHQ·V�LQIRUPDO�DVVRFLDWLRQV�KDYH�SOD\HG�D�FHQWUDO
UROH� LQ�GHPRFUDWLVDWLRQ�VWUXJJOHV��7KHLU�FRQWULEXWLRQ� WR� WKH�GHPRFUDWLF� WUDQVLWLRQV� LQ�&KLOH�DQG�6RXWK�$IULFD
SURYLGH�WZR�RI�WKH�PRVW�SRZHUIXO�H[DPSOHV�RI�WKLV�

�� :KHQ�GLVFXVVLQJ�¶ZRPHQ·V�LQWHUHVWV�DV�D�JHQGHU·�LW�LV�LPSRUWDQW�WR�DFNQRZOHGJH�WKDW�WKHVH�DUH�KDUG�WR�VSHFLI\�
ZRPHQ·V� LQWHUHVWV�� OLNH�PHQ·V�� YDU\� DFFRUGLQJ� WR� WKHLU� FLUFXPVWDQFHV� DQG� LGHQWLWLHV� E\� FODVV�� UDFH�� HWKQLFLW\�
RFFXSDWLRQ�� OLIH�F\FOH� VWDJH�� DQG� VR� RQ�� %H\RQG� WKLV�� IHPLQLVWV� DUJXH� WKDW� ZRPHQ� KDYH� ¶VWUDWHJLF·� JHQGHU
LQWHUHVWV�LQ�FKDQJLQJ�DVSHFWV�RI�WKH�JHQGHU�GLYLVLRQ�RI�ODERXU�DQG�SRZHU�ZKLFK�GLVDGYDQWDJH�WKHP��0RO\QHX[
�������7KLV�FRXOG�PHDQ�D�VWUDWHJLF�JHQGHU�LQWHUHVW�LQ�XQGHUPLQLQJ�JHQGHUHG�VHJPHQWDWLRQ�LQ�WKH�ODERXU�PDUNHW�
RU�DEROLVKLQJ�PHQ·V�JUHDWHU�ULJKWV�WR�ODQG�RZQHUVKLS�RU�SURSHUW\�LQKHULWDQFH�LQ�FHUWDLQ�FXOWXUHV��RU�GHIHQGLQJ
ZRPHQ·V�SHUVRQDO�DXWRQRP\�LQ�GHFLVLRQV�RYHU�UHSURGXFWLRQ�RU�VH[XDOLW\��7KHVH�¶VWUDWHJLF�JHQGHU�LQWHUHVWV·�WKXV
DUH� D� SROLWLFDO� DGYDQFH�RQ�ZRPHQ·V�PRUH� ¶SUDFWLFDO·� LQWHUHVWV� LQ� JDLQLQJ� DFFHVV� WR� GHYHORSPHQW� UHVRXUFHV� WR
HQKDQFH�WKHLU�OLYHOLKRRG�VHFXULWLHV�



��

• FKDQJHV�WR�HOHFWRUDO�DQG�UHSUHVHQWDWLYH�V\VWHPV�WR�DGPLW�JUHDWHU�SDUWLFLSDWLRQ�E\�ZRPHQ�

• FKDQJHV�LQ�VRFLDO�OLIH�WR�HQKDQFH�ZRPHQ·V�YRLFH�LQ�FLYLO�DQG�SROLWLFDO�VRFLHW\��DQG

• FKDQJHV�WR�DGPLQLVWUDWLYH�DQG�OHJDO�V\VWHPV�WR�HQVXUH�HTXDO�WUHDWPHQW�RI�ZRPHQ�LQ�SROLF\�DQG�ODZ�

,Q�HOHFWRUDO�DQG�UHSUHVHQWDWLYH�V\VWHPV��OLEHUDOV�RSSRVH�WKH�XVH�RI�YDULRXV�¶QRQ�GHPRFUDWLF·�PHFKDQLVPV

�VXFK� DV� TXRWDV�� RU� JURXS�EDVHG� UHSUHVHQWDWLRQ� LQ� FRUSRUDWH� V\VWHPV�� WR� WDFNOH� REVWDFOHV� WR� ZRPHQ·V

SDUWLFLSDWLRQ�� +RZHYHU�� ZKLOH� WKHUH� LV� QR� HYLGHQFH� WKDW� HTXDOLW\� RI� UHSUHVHQWDWLRQ� KDV� EHHQ� DFKLHYHG

ZLWKRXW�WKH�XVH�RI�VSHFLDO�PHFKDQLVPV��WKHUH� LV�DPSOH�HYLGHQFH�WR�SURYH�WKH�UHYHUVH��&RXQWULHV�VXFK�DV

,QGLD��6RXWK�$IULFD��DQG�6FDQGLQDYLD�KDYH�H[SHULPHQWHG�ZLWK�PHDVXUHV�VXFK�DV�TXRWDV�DQG�UHVHUYHG�VHDWV

WR�EULQJ�VXEVWDQWLDO�QXPEHUV�RI�ZRPHQ� LQWR�SROLWLFDO�FRPSHWLWLRQ� LQ�D�YHU\�VKRUW� WLPH� �81'3�+XPDQ

'HYHORSPHQW� 5HSRUW� ������� &KDQJH� WR� HOHFWRUDO� V\VWHPV�� VXFK� DV� WKH� LQWURGXFWLRQ� RI� YHUVLRQV� RI

SURSRUWLRQDO�UHSUHVHQWDWLRQ��FDQ�KHOS�EULQJ�ZRPHQ��DQG�RWKHU�VRFLDOO\�H[FOXGHG�JURXSV��LQWR�SROLWLFV�� LQ

WKDW� WKH\� SHUPLW� D� JUHDWHU� RI� YDULHW\� RI� SROLWLFDO� JURXSV� WR� VKDUH� SRZHU�� $V� VHHQ� LQ� 6RXWKHUQ� $IULFDQ

FRXQWULHV�DQG�6FDQGLQDYLDQ�FRXQWULHV��35�V\VWHPV�FDQQRW�SURPRWH�ZRPHQ�FDQGLGDWHV�LQ�PDOH�GRPLQDWHG

SDUWLHV� ZLWKRXW� DQ� H[SOLFLW� FRPPLWPHQW�� XVXDOO\� XQGHUOLQHG� E\� FOHDU� TXRWDV�� WR� IURQWLQJ� ZRPHQ

FDQGLGDWHV���

&KDQJHV� WR� HQKDQFH� ZRPHQ·V� LQIOXHQFH� LQ� FLYLO� DQG� SROLWLFDO� VRFLHW\� QHHG� WR� DGGUHVV� ERWK� WKH

SUDFWLFDO� FRQVWUDLQWV� LPSRVHG� E\� WKHLU� GRPHVWLF� UROHV�� DQG� WKH� LGHRORJLFDO�FXOWXUDO� FRQVWUDLQWV� ZKLFK

GLPLQLVK� WKHLU�YRLFHV� LQ�SXEOLF�GHEDWH��6RFLDO�GHPRFUDFLHV� DQG�ZHOIDUH�V\VWHPV�FDQ� OHJLWLPLVH� HIIRUWV� WR

FKDQJH�UHODWLRQVKLSV�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VSKHUHV�E\�LQWHUIHULQJ�LQ�WKH�PDUNHW�WR�FUHDWH�D�PRUH

OHYHO� SOD\LQJ� ILHOG� IRU� WKRVH� ZKRVH� FDSDFLWLHV� DUH� FRQVWUDLQHG� E\� VRFLDO� UHODWLRQV� LQ� WKH� SULYDWH� VSKHUH�

6RFLDO��HFRQRPLF��DQG�ZHOIDUH�SROLFLHV�FDQ�DQG�KDYH�EHHQ�GHVLJQHG�WR�VXSSRUW�ZRPHQ·V�SXEOLF�DQG�SULYDWH

DXWRQRP\� WKURXJK�PHDVXUHV� VXFK� DV� JXDUDQWHHV� RI� SURSHUW\� ULJKWV�� HTXDO� DFFHVV� WR� SDLG� HPSOR\PHQW�

ZHOIDUH�PHDVXUHV�ZKLFK�FRPSHQVDWH�ZRPHQ� IRU� WLPH�GHYRWHG� WR�UHSURGXFWLYH�ZRUN� �VXFK� DV�SHQVLRQV�

PDWHUQLW\� OHDYH�� HWF���RU�PHDVXUHV� WR�GHIHQG� WKHLU�SK\VLFDO� VHFXULW\� DQG� WR� FRPEDW� VH[XDO� YLROHQFH���� ,Q

SROLWLFDO� VRFLHW\�� RQH� DUHQD� ZKLFK� UHPDLQV� VWXEERUQO\� UHVLVWDQW� WR� ZRPHQ·V� SDUWLFLSDWLRQ� DUH� SROLWLFDO

SDUWLHV�� 7KHVH� QHHG� WR� EH� GHPRFUDWLVHG� �� LQ� WKHLU� VHOHFWLRQ� RI� FDQGLGDWHV� DQG� WKHLU� GLVWULEXWLRQ� RI

UHVRXUFHV� �� LI�ZRPHQ� DUH� WR� KDYH� HIIHFWLYH� UROHV� LQ� SROLWLFDO� VRFLHW\�� ,Q� ERWK� FLYLO� DQG� SROLWLFDO� VRFLHW\�

                                                
�� ,Q�1DPLELD��IRU�H[DPSOH��D�35�V\VWHP�KDV�QRW�DXWRPDWLFDOO\�HQVXUHG�ZRPHQ·V�QXPHULFDO�UHSUHVHQWDWLRQ��7KHUH

ZHUH�QR�RIILFLDO�TXRWDV�IRU�ZRPHQ�RQ�SDUW\� OLVWV��DQG�RQO\�6:$32�SODFHG�ZRPHQ�RQ�OLVWV�WR�HQVXUH� WKDW�DW
OHDVW�RQH�ZRPDQ�ZRXOG�EH�HOHFWHG�RXW�RI�HYHU\�WHQ�FDQGLGDWHV��(DFK�SDUW\�VXEPLWWHG�D�OLVW�RI����FDQGLGDWHV�IRU
WKH�1DWLRQDO� $VVHPEO\�� VHYHQ� SDUWLHV� SDUWLFLSDWHG� LQ� WKH� HOHFWLRQV�� DQG� DPRQJ� WKHVH�� RQO\� VL[� ZRPHQ� ZHUH
HOHFWHG�� ,Q� FRQWUDVW�� IRU� WKH� ORFDO� DXWKRULW\� HOHFWLRQV� LQ� ������ DQ� DIILUPDWLYH� DFWLRQ� SURYLVLRQ� VWLSXODWLQJ� D
PLQLPXP�RI����SHU�FHQW�RI�ZRPHQ�RQ�SDUW\�OLVWV�UHVXOWHG�LQ�ZRPHQ�EHLQJ�HOHFWHG�WR�DSSUR[LPDWHO\����SHU�FHQW
RI�ORFDO�DXWKRULW\�FRXQFLOV�

�� 6XFK� PHDVXUHV� PXVW� EH� GHVLJQHG� ZLWK� WKH� H[SOLFLW� LQWHQWLRQ� RI� H[SDQGLQJ� ZRPHQ·V� UDQJH� RI� VRFLDO� DQG
HFRQRPLF�FKRLFH��)HPLQLVW�FULWLTXHV�RI�ZHOIDUH�VWDWH�SURJUDPPHV�VXJJHVW� WKDW� LQ�PRVW�FDVHV��ZRPHQ·V�QHHGV
KDYH�QRW�EHHQ�PHW�LQ�DQ\�GHFLVLYH�ZD\�GHVSLWH�DQ�H[SDQGHG�FRQFHSWXDOL]DWLRQ�RI�QHHGV��LW�LV�FRPSHQVDWLQJ�IRU
PDUNHW�IDLOXUHV�WKDW� LV�DW� WKH�FRUH�RI�DFWXDO�VRFLDO�SROLF\�UDWKHU�WKDQ�WUDQVIRUPLQJ�JHQGHU�GLYLVLRQV�RI� ODERXU�
3ULYDWH�VSKHUH�¶IDPLO\�IDLOXUHV·�DUH�FRPSHQVDWHG�IRU�E\�PDNLQJ�ZRPHQ�GHSHQGHQWV���DQG�SROLWLFDOO\�XQZDQWHG
EXUGHQV�RQ�WKH�ILVFXV���QRW�HTXDO�FLWL]HQV��)UDVHU�������
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FKDQJHV� WR� WKH� FXOWXUH� RI� SXEOLF� GHEDWH� DUH� QHHGHG� LQ� RUGHU� IRU� ZRPHQ·V� FRQFHUQV� WR� EH� DFFHSWHG� DV

OHJLWLPDWH�PDWWHUV�IRU�SROLWLFV�

6WDWH�EXUHDXFUDFLHV�KDYH�EHHQ�UHVLVWDQW�RU� LQGLIIHUHQW� WR�JHQGHU�HTXDOLW\�FRQFHUQV� LQ�PDQ\�SROLWLHV�

QRW�OHDVW�EHFDXVH�RI�PHQ·V�H[WHQGHG�GRPLQDWLRQ�RI�SXEOLF�LQVWLWXWLRQV��:RPHQ·V�OLPLWHG�LPSDFW�RQ�WKHVH

LQVWLWXWLRQV�� HYHQ� ZKHQ� LQFOXGHG� LQ� JUHDWHU� QXPEHUV� DV� SXEOLF� VHUYDQWV�� GHPRQVWUDWHV� WKDW� VH[LVP� LV

LQVWLWXWLRQDOLVHG� LQ� WKH� QRUPV� DQG�SUDFWLFHV� RI� SXEOLF� DGPLQLVWUDWLRQ�� 6RPH�PHDVXUHV� WR� FKDOOHQJH� WKLV

LQFOXGH� WKH� FUHDWLRQ� RI� VSHFLDOLVHG� LQVWLWXWLRQV� WR�PRQLWRU� SXEOLF� SROLF\�PDNLQJ� IURP� D� JHQGHU� HTXLW\

SHUVSHFWLYH���VXFK�DV�JHQGHU�HTXLW\�FRPPLVVLRQV�RU�ZRPHQ·V�GHVNV�ZLWKLQ�NH\�JRYHUQPHQW�VHFWRUV��7KH

HIIHFWLYHQHVV�RI�WKHVH�PHDVXUHV�GHSHQGV�XSRQ� WKHLU� UHVRXUFHV� WR�SHUVXDGH�JRYHUQPHQW� IXQFWLRQDULHV� WR

FRPSO\� ZLWK� JHQGHU� HTXLW\� JRDOV�� ,Q� WHUPV� RI� SHUVRQQHO�� ILQDQFHV�� DQG� YHWR� SRZHU�� EXUHDXFUDWLF� XQLWV

GHGLFDWHG�WR�JHQGHU�HTXLW\�DUH�UDUHO\�DEOH�WR�FKDOOHQJH�PRUH�FHQWUDO�DQG�SRZHUIXO�JRYHUQPHQW�XQLWV�VXFK

DV�ILQDQFH�RU�GHIHQFH�

%XUHDXFUDWLF� ZDWFKGRJV� IRU� JHQGHU� HTXLW\� PXVW� EH� EDFNHG� XS� E\� OHJDO� FKDQJHV� OHJLWLPLVLQJ� WKHLU

HIIRUWV��&RQWHPSRUDU\� FRQVWLWXWLRQ�ZULWLQJ� H[HUFLVHV� LQ�QHZ�GHPRFUDFLHV� VXFK� DV� LQ�8JDQGD� DQG�6RXWK

$IULFD�LOOXPLQDWH�PHWKRGV�IRU�GHHSHQLQJ�GHPRFUDF\�IURP�D�JHQGHU�SHUVSHFWLYH��0DQ\�RI�WKH�PHFKDQLFV�RI

JRYHUQDQFH�DQG�QRUP�FUHDWLRQ�LQ� WKHVH�QHZ�GHPRFUDFLHV�KDYH�EHHQ�GHVLJQHG�ZLWK�D�YLHZ�WR�UHVSHFWLQJ

PLQRULWLHV�RU�RSSUHVVHG�PDMRULWLHV� �� EODFNV�RU�ZRPHQ� �� LQ� WKHVH�KLJKO\�GLYHUVH� DQG�GLYLGHG� VRFLHWLHV�� D

IRUP� RI� ¶GHPRFUDWLF� FRXQWHU� PDMRULWDULDQLVP·� �'HYHQLVK� ������� &RQVHTXHQWO\�� ZRPHQ� EHQHILW� IURP

FRQVWLWXWLRQDO� PLQRULW\� ULJKWV� SURWHFWLRQV� VXFK� DV� D� %LOO� RI� 5LJKWV�� D� SXEOLF� RPEXGVPDQ� RU� SXEOLF

SURWHFWRU�� FRPPLVVLRQV� RQ� KXPDQ� ULJKWV� DQG� HTXDO� RSSRUWXQLWLHV� �� RU� LQ� WKH� FDVH� RI� 6RXWK� $IULFD�� D

*HQGHU� &RPPLVVLRQ� �� DQG� SURSRUWLRQDO� UHSUHVHQWDWLRQ� ZKLFK� IDFLOLWDWHV� PLQRULW\� UHSUHVHQWDWLRQ� LQ� D

PXOWL�SDUW\�V\VWHP��:RPHQ�LQ�FLYLO�VRFLHW\�LQ�ERWK�FRXQWULHV�KDYH�PDGH�D�SRLQW�RI�WU\LQJ�WR�HQVXUH�WKDW

JXDUDQWHHV�RI�JHQGHU�HTXLW\�RYHUUXOH�SURWHFWLRQV�WR�FXOWXUDO�ULJKWV�DQG�WKH�MXULVGLFWLRQ�RI�FXVWRPDU\�ODZ�

,Q�WKLV�WKH\�KDYH�QRW�EHHQ�XQDPELJXRXVO\�VXFFHVVIXO��UHIOHFWLQJ�WKH�H[WHQW�WR�ZKLFK�WUDGLWLRQDO�SDWULDUFKV

UHPDLQ�FULWLFDO�SRZHU�EURNHUV�HYHQ�XQGHU�WKH�QHZ�GHPRFUDWLF�GLVSHQVDWLRQV��7KH�FKDOOHQJH�WR�FXVWRPDU\

ODZ� E\� ZRPHQ� LV� D� FULWLFDO� ILUVW� VWHS�� KRZHYHU�� LQ� WUDQVODWLQJ� SXEOLF� GHPRFUDF\� LQWR� GHPRFUDF\� LQ� WKH

KRPH��DQG�LQWR�HFRQRPLF�GHPRFUDF\��DV�FXVWRPDU\�ODZ�VWDQGV�LQ�WKH�ZD\�RI�VRPH�ZRPHQ·V�HTXDO�ULJKWV

WR�SURSHUW\�RZQHUVKLS�DQG�OHJDO�DGXOWKRRG��*RHW]�������

7KH�IHPLQLVW�FULWLTXH�RI�GHPRFUDF\� LOOXPLQDWHV�VRPH�RI� WKH�GHHSHVW� WHQVLRQV� LQ�GHPRFUDWLF� WKHRU\

DQG� SUDFWLFH�� )RU� LQVWDQFH�� LW� GHPRQVWUDWHV� WKDW� GHPRFUDWLF� SROLWLFV� LV� QRW� MXVW� DERXW� PRQLWRULQJ� WKH

H[HUFLVH� RI� SRZHU� E\� WKH� VWDWH�� EXW� DOVR� PRQLWRULQJ� SRZHUIXO� SULYDWH� LQWHUHVWV�� LQFOXGLQJ� WKH� SRZHU

ZLHOGHG�E\�GRPHVWLF�SDWULDUFKV��7KLV�FKDOOHQJHV�EDVLF�FRQFHSWLRQV�DERXW�DSSURSULDWH�DUHQDV�IRU�SROLWLFDO

FRPSHWLWLRQ�DQG�SROLF\�LQWHUYHQWLRQ��7KH�IHPLQLVW�FULWLTXH�RI�GHPRFUDF\�DOVR�SURYRNHV�DQ�DVVHVVPHQW�RI

WKH�XWLOLW\�RI� IRUPDO� OLEHUDO�FLYLO�DQG�SROLWLFDO� ULJKWV� LQ�FRQWH[WV�RI�GHPRFUDWLF� LQVWLWXWLRQV�ZKLFK�GR�QRW

SHUPLW� WKH� HTXDO� SDUWLFLSDWLRQ� RI� ZRPHQ�� ,W� IRFXVHV� DWWHQWLRQ� RQ� WKH� LPSRUWDQFH� RI� DQ� H[SDQGHG

FRQFHSWLRQ�RI�ULJKWV���LQFOXGLQJ�UHSURGXFWLYH�DQG�VH[XDO�ULJKWV���LI�ZRPHQ�DUH�WR�SURPRWH�WKHLU�LQWHUHVWV

LQ�WKH�SXEOLF�VSKHUH�
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$V�ZLWK�WKH�SUREOHP�RI�ZRPHQ·V�ORZ�OHYHO�RI�UHSUHVHQWDWLRQ�LQ�GHPRFUDWLF�SROLWLHV��WKH�SUREOHPV�IDFHG�E\

WKH� SRRU� LQ� KROGLQJ� SXEOLF� DQG� SULYDWH� LQWHUHVWV� WR� DFFRXQW� H[SRVH� WKH� H[WHQW� WR� ZKLFK� GHPRFUDWLF

LQVWLWXWLRQV� GR� QRW� QHFHVVDULO\� SURGXFH� GHPRFUDWLF� SROLWLFV�� <HW� LW� LV� SUHFLVHO\� EHFDXVH� RI� WKH� VHULRXV

GLVDGYDQWDJHV� RI� WKH� SRRU� LQ� FRPSHWLWLYH� SROLWLFV� WKDW� HIIHFWLYH� GHPRFUDWLF� LQVWLWXWLRQV� DUH� QHHGHG� WR

JXDUG� DJDLQVW� LQMXVWLFH� DQG� JURVV� VRFLDO� LQHTXDOLW\�� ,QHYLWDEO\�� GHPRFUDWLF� LQVWLWXWLRQV� DQG� SROLWLFV� DUH

GRPLQDWHG� E\� HOLWHV�� RIWHQ� WKH� RSSUHVVRUV� RI� WKH� SRRU�� 7KLV� GRHV� QRW� PHDQ�� KRZHYHU�� WKDW� WKH\� DUH

LQFDSDEOH� RI� SURPRWLQJ� UHGLVWULEXWLYH� SROLFLHV�� ,QGHHG�� GHPRFUDWLF� LQVWLWXWLRQV� DQG�SROLWLFV� FDQ� SURYLGH

VWURQJ�LQFHQWLYHV�IRU�HOLWHV�WR�UHVSRQG�WR�WKH�QHHGV�RI�WKH�SRRU�

7KLV�VHFWLRQ�LV�FRQFHUQHG�ZLWK�WKH�SROLF\�HIIHFWLYHQHVV�RI�GHPRFUDFLHV�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH

SRRU��,Q�RWKHU�ZRUGV��KRZ�IDU�GRHV�WKH�PRUH�HJDOLWDULDQ�GLVWULEXWLRQ�RI�SROLWLFDO�SRZHU�ZKLFK�LV�LPSOLHG

E\� GHPRFUDF\� OHDG� WR� VWDWH� DFWLRQ� WR� SURYLGH� UHVRXUFHV� DQG� RSSRUWXQLWLHV� WR� WKH� SRRU"� :H� ZLOO

FRQFHQWUDWH�RQ�WKH�FRQGLWLRQV�XQGHU�ZKLFK�GHPRFUDWLF�SROLWLFV�DQG�GHPRFUDWLF�LQVWLWXWLRQV�FDQ�FRQWULEXWH

WR�SRYHUW\�UHGXFWLRQ��7KLV� LV�DERXW�WKH�SROLWLFV�RI�SURPRWLQJ�UHGLVWULEXWLYH�SROLFLHV� WKURXJK� LQVWLWXWLRQV

DQG� SROLWLFDO� SURFHVVHV�ZKLFK� DUH� OLQNHG� WR� GRPLQDQW� FODVV� LQWHUHVWV� �� WKH� SROLWLFV� RI� VFKHPLQJ� IRU� WKH

SRRU��LQ�$VFKHU·V�SKUDVH��������

D��7KH�3ROLWLFV�RI�3UR�3RRU�3ROLFLHV

$V� QRWHG� LQ� WKH� VHFWLRQ� RI� WKLV� SDSHU� RQ� ¶GHPRFUDF\� GHILFLWV·�� WKHUH� LV� DQ� LQKHUHQW� HOLWH� ELDV� WR� WKH

LQVWLWXWLRQV�RI�GHPRFUDF\�DQG�WR�SROLWLFDO�FRPSHWLWLRQ�LQ�GHPRFUDFLHV��,QHYLWDEO\�WKHUH�LV�DQ�HOLWH�ELDV�LQ

VWDWH�HFRQRPLF�DQG�VRFLDO�SROLFLHV�DOVR��JLYHQ�WKH�SROLWLFDO�ZHDNQHVV�RI�WKH�SRRU�LQ�GHPDQGLQJ�UHVSRQVHV

WR�WKHLU�QHHGV��$QDO\VWV�RI�SXEOLF�DGPLQLVWUDWLRQ�KDYH�DOZD\V�SRLQWHG�RXW�WKDW�DQ\�SROLF\�WR�UHGLVWULEXWH

H[LVWLQJ� UHVRXUFHV� DZD\� IURP� SULYLOHJHG� JURXSV� LV� ERXQG� WR� DWWUDFW� PRUH� EXUHDXFUDWLF� DQG� VRFLDO

RSSRVLWLRQ�WKDQ�HLWKHU�UHJXODWRU\�SROLFLHV�RU�SROLFLHV�ZKLFK�GLVWULEXWH�UHVRXUFHV� IURP�D�QHZ�RU�H[WHUQDO

VRXUFH� �/RZL� ������ 7KRPDV� DQG�*ULQGOH� ������� 7KLV� SUREOHP� KDV� UHFHLYHG� SDUWLFXODU� DWWHQWLRQ� LQ� WKH

GHYHORSPHQW�ILHOG�LQ�GLVFXVVLRQV�RI�WKH�FKDOOHQJH�RI�SURPRWLQJ�ODQG�UHIRUP��$VFKHU�������.RKOL��������RU

RI�SURPRWLQJ�SUR�SRRU�VSHQGLQJ�DV�SDUW�RI�HFRQRPLF�UHIRUP�DQG�VWUXFWXUDO�DGMXVWPHQW�DJHQGDV��1HOVRQ

������

$V�-RDQ�1HOVRQ�VXJJHVWV��UHVLVWDQFH�WR�SUR�SRRU�PHDVXUHV�IURP�SULYLOHJHG�JURXSV�LV�OLNHO\�WR�LQFUHDVH

WR�WKH�GHJUHH�WKDW�

• WKH�SURSRVHG�UHVRXUFH�WUDQVIHU�WR�WKH�SRRU�LV�VHHQ�DV�]HUR�VXP��WDNLQJ�SRZHU��SULYLOHJH��RU�UHVRXUFHV

IURP�WKH�ULFK���ORQJ�WHUP��DQG�ODUJH��KHQFH�WKHUH�DUH�YHU\�IHZ�FRQYLQFLQJ�H[DPSOHV�RI�ODQG�UHIRUP�LQ

GHPRFUDFLHV��

• WKH�WDUJHW�JURXS�LV� ODUJH��DV�RSSRVHG�WR�VPDOO�DQG� ¶GHVHUYLQJ·�RI�FKDULW\���H�J��FKLOGUHQ��ZLGRZV�� WKH

GLVDEOHG��
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• H[WHQVLYH� LQVWLWXWLRQDO�FKDQJH� LV�SURSRVHG��H�J��UHRULHQWLQJ�DJULFXOWXUDO�H[WHQVLRQ�VHUYLFHV� WR�DGGUHVV

WKH�QHHGV�RI�ZRPHQ�IDUPHUV�LQ�$IULFD��

• WKHUH� DUH� QR� RSSRUWXQLWLHV� WR� XVH� SUR�SRRU� PHDVXUHV� IRU� SROLWLFDO� SDWURQDJH� �H�J�� XQLYHUVDO� VRFLDO

ZHOIDUH�SURJUDPV�DUH� OHVV�DSSHDOLQJ�WKDQ�WDUJHWHG�SURJUDPPHV�ZKLFK�SURYLGH�D�SDFNDJH�RI�EHQHILWV

ZKLFK�ORFDO�OHDGHUV�FDQ�GHOLYHU�WR�WKHLU�FRQVWLWXHQFLHV���1HOVRQ�������

)URP� WKLV� SHUVSHFWLYH�� GHPRFUDFLHV� PD\� QRW� JHQHUDWH� SUR�SRRU� SROLFLHV� PRUH� SURIRXQG� WKDQ

FRPSHQVDWRU\�SURJUDPV�IRU�YXOQHUDEOH�JURXSV��RU�PLFUR�ILQDQFH�SURJUDPV�ZKLFK�GR�QRW� IXQGDPHQWDOO\

FKDOOHQJH� VWUXFWXUHV�RI�SULYLOHJH��$�PRUH�RSWLPLVWLF�SHUVSHFWLYH�RQ� WKH�ZLOOLQJQHVV�RI� HOLWHV� WR� HPEUDFH

SUR�SRRU�PHDVXUHV� LV� SURYLGHG� LQ� UHFHQW� UHVHDUFK�RQ� HOLWH� SHUFHSWLRQV� RI� SRYHUW\����0RRUH� DQG� 3XW]HO

SRVLW� WKDW� HFRQRPLF� GLYLVLRQV�GR�QRW�PHFKDQLFDOO\� GLFWDWH� SROLWLFDO� LQWHUHVWV�� DQG� WKDW� HOLWHV�ZLOO� KDYH� D

VWURQJ�FRPPLWPHQW�WR�SRYHUW\�UHGXFWLRQ�GHSHQGLQJ�XSRQ�

• 7KHLU� FDSDFLW\� WR� UHFRJQLVH� SRYHUW\� UHGXFWLRQ� DV� D� SXEOLF� JRRG�� EHFDXVH� RI� DQ� DSSUHFLDWLRQ� RI� WKH

UHODWLRQVKLS� EHWZHHQ� SRYHUW\� DQG� FRUURVLYH� VRFLDO� SUREOHPV� ZKLFK� DIIHFW� HOLWHV� �� VXFK� DV� FULPH�

GLVHDVH��VRFLDO�XQUHVW��DQG�SRRU�HFRQRPLF�SHUIRUPDQFH�RZLQJ�WR�WKH�GHJUDGHG�KXPDQ�FDSLWDO�RI�WKH

SRRU�

• 7KH�ZD\V� LQ�ZKLFK� WKH\� FRQFHSWXDOLVH� SRYHUW\� �� LI� SRYHUW\� LV� GHILQHG� SXUHO\� LQ� LQFRPH� WHUPV�� WKH

V\PSDWKLHV�RI� HOLWHV�PD\�QRW�EH�H[FLWHG�� ,Q� VRPH�FLUFXPVWDQFHV�� WKH�XVH�RI�PRUDOO\�ODGHQ� WHUPV� WR

GHVFULEH�GHSULYDWLRQ�FDQ�JHQHUDWH�FRQFHUQV�DERXW�QDWLRQDO�LQWHJULW\�DQG�WKH�H[WHQW�WR�ZKLFK�D�FRXQWU\

KDV�D�FDULQJ�VRFLHW\�

• :KHWKHU�FRPPRQ�LQWHUHVWV�DUH�UHFRJQLVHG�EHWZHHQ�FHUWDLQ�JURXSV�RI�WKH�SRRU�DQG�FHUWDLQ�HOLWHV��1RW

RQO\�GR�PLGGOH�FODVVHV�RIWHQ�DSSUHFLDWH�XQLYHUVDO�PHDVXUHV�WR�PLWLJDWH�SRYHUW\��VXFK�DV�FKLOG�EHQHILW

RU�IUHH�VFKRRO�XQLIRUPV���EXW�HWKQLF�RU�UHOLJLRXV�DIILQLWLHV�PD\�EXLOG�FURVV�FODVV�DOOLDQFHV�

• :KHWKHU�WKHUH� LV�SROLWLFDO�PLOHDJH� WR�EH�KDG�IURP�JHQHURXV�QDWLRQDO�SUR�SRRU�JHVWXUHV� �0RRUH�DQG

3XW]HO�������������

7KH�SRLQW�PDGH�E\�0RRUH�DQG�3XW]HO�LV�WKDW�VXVWDLQLQJ�SUR�SRRU�PHDVXUHV�EH\RQG�SDOOLDWLYH�DSSURDFKHV

LV� QRW� VLPSO\� D� PDWWHU� RI� WKH� SRRU� JHQHUDWLQJ� HQRXJK� SROLWLFDO� SUHVVXUH� WR� GHPDQG� UHGLVWULEXWLRQ�� ,W

UHTXLUHV�UXOLQJ�FODVVHV�ZKLFK�DUH�RSHQ�WR�VRFLDO�HTXLW\�FRQFHUQV��DQG�D�VWDWH�ZLWK�WKH�LQVWLWXWLRQDO�FDSDFLW\

WR� EUHDN� WKH� FRQQHFWLRQV� EHWZHHQ� YHQDO� SROLWLFLDQV�� UDSDFLRXV� EXVLQHVV� LQWHUHVWV�� DQG� FRPSOLDQW

EXUHDXFUDWV�

                                                
�� 7KLV�UHVHDUFK�SURJUDP�LV�FRRUGLQDWHG�E\�0LFN�0RRUH��DQG�LPSRUWDQW�UHFHQW�SDSHUV�LQFOXGH�0RRUH�DQG�3XW]HO

��������0RRUH��/HDY\��+RXW]DJHU��DQG�:KLWH���������DQG�+RVVDLQ�DQG�0RRUH��������
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E��7KH�7HQVLRQ�%HWZHHQ�(IILFLHQF\�DQG�5HVSRQVLYHQHVV

7KH�PDWWHU� RI� WKH� SROLF\� HIIHFWLYHQHVV� RI� GHPRFUDFLHV� LV� UHODWHG� WR� WKH� IDPLOLDU� ¶JURZWK� YHUVXV� HTXLW\·

WHQVLRQ�LQ�GHYHORSPHQW�VWXGLHV��%RWK�JURZWK�DQG�UHGLVWULEXWLRQ�UHTXLUH�FRQVLGHUDEOH�SROLF\�HIIHFWLYHQHVV�

*URZWK�LV�FRQWLQJHQW�RQ�D�VWDWH·V�FDSDFLW\�WR�FUHDWH�FRQGLWLRQV�IRU�ZHDOWK�FUHDWLRQ��LQFOXGLQJ�VHFXULW\�RI

FRQWUDFWXDO�DUUDQJHPHQWV��DQG�RI�SULYDWH�SURSHUW\��6WDWHV�PXVW�DOVR�EH�DEOH�WR�FRQWDLQ�SRSXOLVW�SUHVVXUHV

IRU�UHGLVWULEXWLRQ�ZKLFK�PLJKW�XQGHUPLQH�ILVFDO�VWDELOLW\�DQG�GLVFRXUDJH�LQYHVWPHQW��2Q�WKH�RWKHU�KDQG�

VRFLDO�HTXLW\�LPSOLHV�D�GHJUHH�RI�UHGLVWULEXWLRQ�RI�ZHDOWK��DQG�LQYHVWPHQW�LQ�WKH�SURGXFWLYH�FDSDFLWLHV�RI

WKH�SRRU��6WDWHV�PXVW�EH�DEOH�WR�DVVHUW�D�GHJUHH�RI�DXWRQRP\�IURP�WKH�LQWHUHVWV�RI�ZHDOWK\�JURXSV�LQ�RUGHU

WR�WD[�VXUSOXV�SURGXFWLRQ��DQG�WKH\�PXVW�GHYHORS�HIIHFWLYH�PHDQV�RI�GHOLYHULQJ�EHQHILWV�WR�ZHDNHU�VRFLDO

JURXSV�� 'HPRFUDFLHV� DUH� WKRXJKW� WR� RIIHU� DGYDQWDJHV� LQ� UHVROYLQJ� WKLV� ¶JURZWK� YHUVXV� HTXLW\·� WHQVLRQ

EHFDXVH�� RQ� WKH� RQH�KDQG�� WKH\� WHQG� WR� SURYLGH� WKH� FRQGLWLRQV� IRU� FDSLWDOLVW� SURGXFWLRQ��ZKLOH� RQ� WKH

RWKHU��WKH\�RIIHU��DW�OHDVW�LQ�SULQFLSOH��RSSRUWXQLWLHV�IRU�WKH�SRRU�WR�H[HUFLVH�SROLWLFDO�YRLFH�DQG�WR�PDNH

JUHDWHU�VRFLDO�HTXLW\�D�OHJLWLPDWH�REMHFWLYH�RI�SROLWLFDO�FRPSHWLWLRQ�

7KHUH� LV� D�KXJH� OLWHUDWXUH��ERWK� WKHRUHWLFDO� DQG�HPSLULFDO��RQ� WKH� UHODWLRQVKLSV�EHWZHHQ�GHPRFUDF\

DQG�JURZWK�� DQG�GHPRFUDF\�DQG�HTXDOLW\����'HPRFUDFLHV�KDYH�EHHQ�VKRZQ� WR�FUHDWH� WKH�FRQGLWLRQV� IRU

JURZWK� DV� HIIHFWLYHO\� WKDQ�RWKHU�SROLWLFDO� UHJLPHV�� EXW�� DV�0RRUH� DQG�3XW]HO� REVHUYH�� ¶WKH� GHPRFUDFLHV

DPRQJ�FRQWHPSRUDU\�GHYHORSLQJ�FRXQWULHV�DUH�QR�EHWWHU�WKDQ�WKH�QRQ�GHPRFUDFLHV�DW�SRYHUW\�UHGXFWLRQ·

�����������$OWKRXJK�QR�VWURQJ�FDXVDO�UHODWLRQVKLS�KDV�EHHQ�IRXQG�EHWZHHQ�GHPRFUDF\�DQG�WKH�UHGXFWLRQ

RI�UHODWLYH�SRYHUW\��LW�LV�ZLGHO\�DFFHSWHG�WKDW�GHPRFUDFLHV�DUH�HIIHFWLYH�DW�PLWLJDWLQJ�DQG�HYHQ�HOLPLQDWLQJ

DEVROXWH�SRYHUW\� �� WKH�PRVW� H[WUHPH� H[SUHVVLRQV�RI� VRFLDO� LQHTXDOLWLHV� DQG�KXPDQ�GHSULYDWLRQ����'UH]H

DQG�6HQ·V��������ZHOO�NQRZQ�ILQGLQJ�WKDW�IDPLQHV�GR�QRW�RFFXU�LQ�GHPRFUDFLHV��ZKDW�WKH\�FDOO�V\VWHPV�RI

SROLWLFDO�SOXUDOLVP��GHPRQVWUDWHV�WKDW�DGYHUVDULDO�SROLWLFV�DQG�VRFLDO�FULWLFLVP���JLYHQ�YRLFH�WKURXJK�D�IUHH

SUHVV���FDQ�EH�YHU\�HIIHFWLYH�LQ�JHQHUDWLQJ�SXEOLF�DFWLRQ�IRU�WKH�UHGXFWLRQ�RI�H[WUHPH�SRYHUW\�

7KH� SROLF\� HIIHFWLYHQHVV� RI� GHPRFUDFLHV� DV� IDU� DV� WKH� SRRU� DUH� FRQFHUQHG� GHSHQGV� XSRQ� KRZ

JRYHUQPHQWV�PDQDJH�ZKDW�'DYLG�*ROGVZRUWK\�KDV�FDOOHG�WHQVLRQ�EHWZHHQ�¶RUGHU·�DQG�¶SDUWLFLSDWLRQ·��+H

GHVFULEHV� LW� DV� DQ� HQGXULQJ� SROLWLFDO� GLOHPPD� LQ� GHYHORSPHQW� WKHRU\�� ¶LI�� DV� LV� QRW� LPSODXVLEOH�

FRQFHQWUDWLRQ�RI�SRZHU�LV�DQ�DLG�WR�JURZWK�EXW�GLVSHUVDO�RI�SRZHU�LV�DQ�DLG�WR�GLVWULEXWLRQ��KRZ�FDQ�ZH

WU\� WR� UHVROYH� WKH� WZR"·� ������� ������ 3KUDVHG� GLIIHUHQWO\�� WKLV� LV� DERXW� D� WHQVLRQ� EHWZHHQ� HIILFLHQW

JRYHUQDQFH�DQG�UHVSRQVLYH�JRYHUQDQFH��,W� LV�QRW�SRVVLEOH� WR�KDYH� WKLV�VHFRQG�IDFWRU��UHVSRQVLYHQHVV� WR

WKH�SRRU��ZLWKRXW�WKH�ILUVW��JHQHUDWLRQ�RI�ZHDOWK���%XW�LQ�VRPH�GHPRFUDFLHV��LW�LV�SHUIHFWO\�SRVVLEOH�WR�KDYH

VWURQJ�LQVWLWXWLRQDO�FDSDFLW\�DQG�HIIHFWLYH�ZHDOWK�FUHDWLRQ�ZLWKRXW�VRFLDO�HTXLW\�RU�UHVSRQVLYHQHVV�WR� WKH

SRRU��XS�WR�D�FHUWDLQ�OLPLW�LPSRVHG�E\�WKH�VRFLDO�LQVWDELOLW\�ZKLFK�ZLGHVSUHDG�GHVWLWXWLRQ�FDQ�FDXVH�

(IILFLHQW� PDQDJHPHQW� RI� SXEOLF� LQVWLWXWLRQV� LV� FULWLFDO� LQ� RUGHU� WR� VHH� SROLFLHV� IURP� GHVLJQ� WR

H[HFXWLRQ�� WR� ULVH� DERYH� SDUWLFXODULVWLF� LQWHUHVWV� WR� GHILQH� DQG� LPSOHPHQW� VWUDWHJLF� GHYHORSPHQW

LPSHUDWLYHV�� 7KLV� UHODWHV� WR� WKH� VWDWH·V� FDSDFLW\� WR� HQIRUFH� WKH� UXOH� RI� ODZ�� HQIRUFH� FRQWUDFWV�� FRQWURO

                                                
�� 6HH�0RRUH��������DQG�/HIWZLFK��������IRU�UHFHQW�UHYLHZV�
�� 0RRUH�DQG�3XW]HO�QRWH��IRU� LQVWDQFH�� WKDW� ¶GHPRFUDF\�GRHV�SURYLGH�VRPH�NLQG�RI�VDIHW\�QHW·��DV�WKHUH�DUH�QR

GHPRFUDFLHV�DPRQJ�WKH�YHU\�ZRUVW�SHUIRUPLQJ��IURP�D�SRYHUW\�UHGXFWLRQ�SHUVSHFWLYH��FRXQWULHV�����������



��

FRUUXSWLRQ�DQG�SURPRWH�LQWHJULW\�LQ�WKH�SXEOLF�VHUYLFH��,W�DOVR�PHDQV�D�FDSDFLW\�WR�HQJLQHHU�WKH�OHYHOV�RI

JURZWK�QHHGHG�WR�VXVWDLQ�SRYHUW\�UHGXFWLRQ�PHDVXUHV��7KH� ODWWHU�RIWHQ�UHTXLUHV�VXSSRUW� IRU� WKH�FDSLWDO�

DFFXPXODWLQJ� HIIRUWV� RI� HOLWHV� LQ� RUGHU� WR� HQJLQHHU� WKHLU� ¶EX\�LQ·� WR� EURDGHU� GHYHORSPHQW� HIIRUWV�� ,W

LQYROYHV�FUHDWLQJ�WKH�FRQGLWLRQV�IRU�PDUNHW�HIILFLHQF\�

5HVSRQVLYH�JRYHUQDQFH�LPSOLHV�HIIHFWLYH�DFFRXQWDELOLW\�RI�WKH�JRYHUQPHQW�WR�D�EURDG�UDQJH�RI�VRFLDO

JURXSV���QRW�MXVW�D�QDUURZ�EDQG�RI�HOLWHV��5HVSRQVLYHQHVV�WR�WKH�QHHGV�RI�WKH�SRRU�RIWHQ�UHTXLUHV�FKDQJHV

LQ�D�UDQJH�RI�DGPLQLVWUDWLYH�DQG�SROLWLFDO� LQVWLWXWLRQV� LQ�RUGHU� WR�SURPRWH� WKH�SDUWLFLSDWLRQ�RI�WKH�SRRU�

ZKLFK�FDQ� LQFOXGH�HIIRUWV� WR�HQKDQFH� WKHLU�FDSDFLW\� WR�DUWLFXODWH�DQG�SURPRWH� WKHLU�QHHGV�DQG� LQWHUHVWV�

JLYHQ�WKDW�WKH�SRRU�IDFH�VSHFLDO�REVWDFOHV�WR�LQWHUHVW�DUWLFXODWLRQ�DQG�DJJUHJDWLRQ�EHFDXVH�RI�SUREOHPV�RI

H[FOXVLRQ�� LVRODWLRQ�� DQG� LPPLVHUDWLRQ�� ,W� LQYROYHV� WKH� VWDWH� LQ� FRUUHFWLQJ� IRU� PDUNHW� ¶IDLOXUHV·� �� RU

FRPSHQVDWLQJ�IRU�WKH�IDFW�WKDW�PDUNHWV�FDQ�WKULYH�RQ�FHUWDLQ�OHYHOV�RI�VRFLDO�LQHTXDOLW\��7KH�GLOHPPD�IRU

GHPRFUDFLHV�RI�HYHU�PRUH�LQFOXVLYH�DQG�SDUWLFLSDWRU\�SROLWLFV�LV�WKDW�D�PXOWLSOLFDWLRQ�RI�GHPDQGV�RQ�WKH

VWDWH� FDQ� XQGHUPLQH� SROLF\� HIIHFWLYHQHVV�� DV� LV� W\SLFDOO\� WKH� FDVH� LQ� SRSXOLVW� UHJLPHV�� ,QHTXDOLW\� DQG

SRYHUW\�FDQ�SURPSW� D�ZDYH�RI�GHPDQGV� IRU� LPPHGLDWH�EHQHILWV� WKDW� HQGDQJHU� VRXQG� HFRQRPLF�SROLF\�

VLQFH�KLJK�VKRUW�WHUP�JDLQV�IRU�WKH�SRRU�DUH�KDUG�WR�ILQDQFH�SURSHUO\��7KH�UHVXOWLQJ�HFRQRPLF�FULVLV�FDQ

XQGHUPLQH�GHPRFUDWLF�VWDELOLW\�

7KH�GHJUHH�WR�ZKLFK�HLWKHU�¶RUGHU·�RU�¶SDUWLFLSDWLRQ·�LV�DFKLHYHG��DQG�WKH�GHJUHH�WR�ZKLFK�ERWK�ZRUN

WRJHWKHU� WR� SURGXFH� SXEOLF� SROLF\� UHVSRQVLYH� WR� WKH� LQWHUHVWV� RI� GLVDGYDQWDJHG� JURXSV� ZLWKRXW

FRPSURPLVLQJ� HFRQRPLF� VWDELOLW\� DQG� JURZWK�� GHSHQGV� XSRQ� WKH� IROORZLQJ� IDFWRUV�� ZKLFK� ZLOO� EH

FRQVLGHUHG�EHORZ�

• QDWXUH�DQG�LQVWLWXWLRQDO�PDNH�XS�RI�WKH�VWDWH�

• WKH�VWUHQJWK�RI�VXEDOWHUQ�JURXSV�LQ�FLYLO�VRFLHW\��DQG

• WKH�RUJDQLVDWLRQ�RI�SROLWLFDO�FRPSHWLWLRQ�

$QRWKHU�IDFWRU�DIIHFWLQJ�WKH�SDWK�D�GHPRFUDWLF�JRYHUQPHQW�VWHHUV�EHWZHHQ�HIILFLHQF\�DQG�UHVSRQVLYHQHVV

LV�WKH�H[WHQW�WR�ZKLFK�LW�LV�VXEMHFW�WR�SROLF\�LQWHUIHUHQFH�IURP�H[WHUQDO�DFWRUV��0NDQGDZLUH�DUJXHV�WKDW�WKH

,0)�DQG�:RUOG�%DQN·V�VWDELOLVDWLRQ�SDFNDJHV�LQ�$IULFD�KDYH�FUHDWHG�D�VHW�RI� ¶FKRLFHOHVV�GHPRFUDFLHV·� LQ

ZKLFK�¶WKH�XQLIRUPDOLVDWLRQ�RI�ZKDW�DUH�FRQVLGHUHG�¶IXQGDPHQWDOV·�LQ�HFRQRPLF�SROLF\�OLPLW�WKH�UDQJH�RI

SROLF\� RSWLRQV� IRU� GHPRFUDWLF� UHJLPHV·� ������� ������ )HDWXUHV� RI� JOREDOLVDWLRQ� VXFK� DV� WKH� WUHPHQGRXV

PRELOLW\� RI� FDSLWDO� DUH� IHDUHG� WR� FRQVWUDLQ� QDWLRQDO� FUHDWLYLW\� LQ� DGGUHVVLQJ� SRYHUW\� SUREOHPV��7KHUH� LV

SUHVVXUH� WR� SDQGHU� WR� ORFDO� DQG� LQWHUQDWLRQDO� EXVLQHVV� LQWHUHVWV� E\� FXWWLQJ� FRUSRUDWH� WD[HV�� FXUELQJ

HPSOR\PHQW� ULJKWV�� RU� OLPLWLQJ� WKH� VWDWH·V� REOLJDWLRQ� WR�SURYLGH� VRFLDO� SURWHFWLRQ�� 6RPH�REVHUYHUV� SOD\

GRZQ�WKLV�SUREOHP�DQG� LQVLVW� WKDW� WKH�GRPHVWLF�SUHVVXUH� IRU�JUHDWHU�GHPRFUDWLVDWLRQ�ZKLFK�DFFRPSDQ\

JOREDOLVDWLRQ� GLVFRXUDJH� JRYHUQPHQWV� IURP� VXFFXPELQJ� WR� SUHVVXUHV� IURP� FDSLWDO� WR� DEDQGRQ� VRFLDO

FRQFHUQV��0RRUH�DQG�3XW]HO�����������%XW�RWKHUV�SRLQW�RXW�WKDW�IRU�FRXQWULHV�LQ�$IULFD�LQ�SDUWLFXODU��WKH

FRPELQDWLRQ� RI� JOREDOLVDWLRQ� DQG� HFRQRPLF� VWDELOLVDWLRQ� YLUWXDOO\� UXOHV� RXW� WKH� ¶PDQ\� LQWULFDWH� SROLWLFDO
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FRPSURPLVHV�WKDW�PD\�QRW�DOZD\V�PHHW�WKH�H[LJHQFLHV�RI�HFRQRPLF�UDWLRQDOLW\·�EXW�ZKLFK�DUH�FULWLFDO� WR

GHPRFUDWLF�SROLWLFV��DQG�VRPHWLPHV��WR�SRYHUW\�UHGXFWLRQ��0NDQGDZLUH������������

F��7KH�QDWXUH�DQG�LQVWLWXWLRQDO �PDNH�XS�RI�WKH�VWDWH

$W�LVVXH�KHUH�LV�WKH�¶VWUHQJWK·�RU�FDSDFLW\�RI�WKH�VWDWH�WR�DFW�DJDLQVW�YHVWHG�LQWHUHVWV�DW�DOO�OHYHOV�RI�SROLF\�

PDNLQJ�DQG�LPSOHPHQWDWLRQ��7KLV�VXE�VHFWLRQ�FRQVLGHUV�WKH�LPSDFW�RI�GLIIHUHQW�LQVWLWXWLRQV�RI�GHPRFUDWLF

OHDGHUVKLS��DFFRXQWDELOLW\��DQG�DGPLQLVWUDWLRQ�RQ�WKH�VWDWH·V�FDSDFLW\�WR�WDNH�XS�PDQGDWHV�IRU�VRFLDO�HTXLW\�

JHQHUDWH� SURJUDPPDWLF�� FRKHUHQW� VRFLDO� SROLFLHV�� DQG� PDLQWDLQ� VRXQG� JURZWK� DQG� PDFUR�HFRQRPLF

VWDELOLW\�� ,W� LV� LPSRUWDQW� WR�QRWH� WKDW�RI� FRXUVH� WKH� UHODWLRQVKLS�EHWZHHQ� LQVWLWXWLRQDO�RSWLRQ� DQG�SROLF\

RXWFRPH� LV� DPELJXRXV� EHFDXVH� FRQWH[WXDO� FRQWLQJHQFLHV� �� FXOWXUH�� FODVV� V\VWHP�� H[WHQW� RI� HWKQLF

GLIIHUHQFHV��H[LVWLQJ� OHYHOV�RI�SURVSHULW\�DQG�HFRQRPLF�RSSRUWXQLW\���ZLOO� DIIHFW� WKH�GHJUHH� WR�ZKLFK�DQ

LQVWLWXWLRQDO�FKRLFH�FDQ�OHDG�WR�FRQVHQVXV�IRU�SRYHUW\�UHGXFWLRQ�RXWFRPHV�

L� �/HDGHUVKLS

)URP�WKH�SHUVSHFWLYH�RI�OHDGHUVKLS��SUHVLGHQWLDO�DQG�SULPH�PLQLVWHULDO�V\VWHPV�WHQG�WR�GLIIHU�LQ�WKH�H[WHQW

WR�ZKLFK�WKH\�JHQHUDWH�DQ�DXWKRULWDWLYH�GULYH�EHKLQG�EROG�DQWL�SRYHUW\�LQLWLDWLYHV��$�SUHVLGHQWLDO�LQLWLDWLYH

FDQ�VRPHWLPHV�DYRLG�WKH�GLOXWLRQ�DQG�HURVLRQ�ZKLFK�FRPHV�WKURXJK�H[FHVVLYH�GHEDWH�DQG�LQWHUHVW�JURXS

FRPPHQWDU\�� 7R� WDNH� D� UHFHQW� H[DPSOH� IURP� 8JDQGD�� 3UHVLGHQW� 0XVHYHQL·V� EROG� 8QLYHUVDO� 3ULPDU\

(GXFDWLRQ� LQLWLDWLYH� LQ� ����� VOLFHG� WKURXJK� ZKDW� PLJKW� KDYH� EHHQ� \HDUV� RI� SROLWLFDO� GHEDWH� DQG

EXUHDXFUDWLF�IRRW�GUDJJLQJ�WR�UHVSRQG�WR�D�ORQJ�VWDQGLQJ�GHPDQG�RI�WKH�SRRU�WR�DEROLVK�SULPDU\�VFKRRO

IHHV����,W�LV�PRVW�OLNHO\�WKDW�XUEDQ�PLGGOH�FODVV�JURXSV�ZRXOG�KDYH�REVWUXFWHG�WKLV�PRYH�DV�LW��SUHGLFWDEO\�

KDV�VWUHWFKHG�WKH�FDSDFLW\�RI�WKH�WRS�VWDWH�VFKRROV�DWWHQGHG�E\�WKH�FKLOGUHQ�RI�WKH�PLGGOH�FODVV��DQG�KDV

XQGHUFXW� WKH� QDWLRQDO� XQLYHUVLW\·V� SULYLOHJHG� FDOO� RQ� 0LQLVWU\� RI� (GXFDWLRQ� IXQGV�� $OWKRXJK� RQH� FDQ

TXHVWLRQ� WKH� ILQDQFLDO�� OHW� DORQH� SHGDJRJLF�� VRXQGQHVV� RI� VXFK� D� SUHFLSLWDWH�PHDVXUH�� ZKLFK� ZDV� WDNHQ

ZLWKRXW� SULRU� LQVWLWXWLRQDO� FDSDFLW\�EXLOGLQJ� LQ� WKH� HGXFDWLRQ� V\VWHP�� WKHUH� LV� OLWWOH� GRXEW� WKDW� LW� ZRXOG

RWKHUZLVH� KDYH� WDNHQ� PDQ\� \HDUV� WR� UHVSRQG� WR� WKH� SHUVLVWHQW� DQG� HQRUPRXV� GHPDQG� IRU� SULPDU\

HGXFDWLRQ�E\�WKH�SRRU�

:KLOH� VWURQJ�� FHQWUDOLVHG� OHDGHUVKLS� FDQ� EXLOG� SRSXODU� PDQGDWHV� IRU� ZLGH�UDQJLQJ� DQG� ORQJ�WHUP

VRFLDO�HTXLW\�SUREOHPV��WKHUH� DUH�HQRUPRXV�ULVNV� WR�RYHU�FHQWUDOLVHG� OHDGHUVKLS�DQG� WR� WKH�SULQFLSOHV�RI

¶GHOHJDWLYH� GHPRFUDF\·� LW� LPSOLHV�� 3DUOLDPHQWDULDQLVP�� LQ� FRQWUDVW�� FRPELQHV� H[HFXWLYH� DQG� OHJLVODWLYH

SRZHU�� KHOSV� WR� RUJDQLVH� FRQVHQVXV� DQG� FRPSURPLVH� EHWZHHQ� PDMRU� FRPSHWLQJ� JURXSV�� DQG� FDQ

HQFRXUDJH�PRUH�FRKHUHQW��VWDEOH��DQG�LQFOXVLYH�SROLWLFV��7KLV�FDQ�JLYH�SUR�SRRU�SROLWLFV�D�PRUH�HQGXULQJ

                                                
�� 83(� LV� RQH� H[DPSOH�RI� WKH�SUR�SRRU� LPSDFW� RI� FRPSHWLWLYH� GHPRFUDWLF� SROLWLFV� LQ�8JDQGD��ZKHQ� WKH� ����

SUHVLGHQWLDO�DQG�SDUOLDPHQWDU\�HOHFWLRQV�PDGH�SROLWLFLDQV�VHQVLWLYH�WR�WKH�QHHG�WR�UHVSRQG�WR�SUREOHPV�RI�PDVV
SRYHUW\��3UHVLGHQW�<RZHUL�0XVHYHQL�FDPSDLJQHG�RQ�D�SRYHUW\�HUDGLFDWLRQ�SODWIRUP��%\�WKH�HQG�RI�WKDW�\HDU��KH
VDZ� WR� LW� WKDW� D� GUDIW� RI� D� QDWLRQDO� 3RYHUW\� (UDGLFDWLRQ� $FWLRQ� 3ODQ� �3($3�� ZDV� FLUFXODWLQJ� DURXQG
JRYHUQPHQW�� GRQRU�� DQG� 1*2� RIILFHV�� DQG� WKDW� WKH� HGXFDWLRQ� VHFWRU� ZDV� SUHSDULQJ� IRU� 83(�� ZLWK� IUHH
HGXFDWLRQ� WR�EH�RIIHUHG� WR� IRXU� FKLOGUHQ� LQ� HYHU\� IDPLO\��:KHQ�83(�ZDV� ODXQFKHG� WKH�QH[W� \HDU� LW� YLUWXDOO\
GRXEOHG�3ULPDU\���FODVVHV�RYHUQLJKW��HQUROPHQW�LQFUHDVHG�IURP�����PLOOLRQ�WR�����PLOOLRQ�
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LQVWLWXWLRQDO�EDVLV�WKDQ�WKH�SHUVRQDO�GHFUHHV�RI�LQGLYLGXDO�3UHVLGHQWV��2Q�WKH�RWKHU�KDQG��LW�FDQ�SURGXFH

VWDOHPDWHG� JRYHUQDQFH� ZKLFK� IDLOV� WR� RUJDQLVH� FRQVHQVXV� DQG� SURGXFH� FOHDU� OLQHV� RI� DFFRXQWDELOLW\�

HVSHFLDOO\� ZKHUH� WKHUH� LV� D� IUDJPHQWHG� SDUW\� V\VWHP�� DV� LQ� ,QGLD�� 7KH� HIIHFWLYHQHVV� RI� 3DUOLDPHQWDU\

V\VWHPV� LQ� JHQHUDWLQJ� FRKHUHQW� SROLF\� VHHPV� WR� GHSHQG� XSRQ� OLPLWHG� QXPEHUV� RI�� RU� VWDEOH� FRDOLWLRQV

EHWZHHQ��SDUWLHV��$OVR�LPSRUWDQW�LV�WKH�FKDUDFWHU�DQG�FRPSRVLWLRQ�RI�WKH�UXOLQJ�FODVV���LWV�FODVV�EDVLV�� LWV

RULHQWDWLRQ� WR� FRPSURPLVH�� LWV� SURPRWLRQ� RI� FROOHFWLYH� JRRGV� DV� RSSRVHG� WR� FDSWXULQJ� WKHP� IRU� HOLWH

EHQHILW��LWV�DGKHUHQFH�WR�OLEHUDO�YDOXHV��7R�VRPH�H[WHQW�WKH�RUJDQLVDWLRQ�RI�SROLWLFDO�FRPSHWLWLRQ�WKURXJK

HOHFWRUDO� LQVWLWXWLRQV� FDQ� DIIHFW� WKH� FKDUDFWHU� DQG� FRPSRVLWLRQ� RI� WKH� UXOLQJ� FODVV�� DQG� WKLV� ZLOO� EH

FRQVLGHUHG�VKRUWO\�

L L� �/HYHOV�RI�$GPLQLVWUDWLYH�'HFHQWUDOLVDWLRQ�DQG�3ROLWLFDO�'HYROXWLRQ

7KH� GHYROXWLRQ� RI� JRYHUQPHQW� GHFLVLRQ�PDNLQJ� SRZHUV� WR� ORZHU� OHYHOV� RI� JRYHUQPHQW�� DQG� WKH

PXOWLSOLFDWLRQ�RI�RSSRUWXQLWLHV�IRU�SROLWLFDO�FRPSHWLWLRQ�DQG�UHSUHVHQWDWLRQ�DW�WKHVH� OHYHOV�� LV� WKRXJKW�WR

FRQWULEXWH�WR�PRUH�DFFRXQWDEOH�JRYHUQPHQW�E\�UHVSRQGLQJ�WR�VRFLR�HFRQRPLF�DQG�FXOWXUDO�GLYHUVLW\�DQG

DYRLGLQJ� WKH� FRVWV� RI� RYHU�FHQWUDOLVDWLRQ�� ,Q� WKHRU\�� GHFHQWUDOLVHG� DGPLQLVWUDWLRQ� SURYLGHV� ORFDO

FRPPXQLWLHV� ZLWK� PRUH� GLUHFW� DFFHVV� WR� VHUYLFH� SURYLGHUV�� DQG� GHFHQWUDOLVHG� SROLWLFV� VWUHQJWKHQV� WKH

UHODWLRQVKLS�EHWZHHQ�YRWHUV�DQG�WKHLU�UHSUHVHQWDWLYHV��7KLV�VKRXOG�PDNH�JRYHUQPHQW�PRUH�UHVSRQVLYH�WR

WKH�SULRULWLHV�RI�ORFDO�FRPPXQLWLHV��DQG�PDNH�GHFHQWUDOLVDWLRQ�LQ�SULQFLSOH��DOWKRXJK�VRPHZKDW�LQGLUHFWO\�

D�SRYHUW\�UHGXFWLRQ�PHDVXUH�

%XW�GHFHQWUDOLVDWLRQ� DORQH�GRHV�QRW� DIIHFW� WKH�SHUVLVWHQW� SUREOHP�RI� WKH� SROLWLFDO�ZHDNQHVV� RI� WKH

SRRU�RU�RWKHU�VRFLDOO\� H[FOXGHG�JURXSV��2Q�WKH�FRQWUDU\�� DZD\� IURP� WKH�VFUXWLQ\�RI� FHQWUDO� DXWKRULWLHV�

ORFDO�FODVV��HWKQLF��UDFLDO��RU�SDWULDUFKDO�W\UDQQLHV�FDQ�EH�PRUH�H[WUHPH��$V�VXJJHVWHG�LQ�D�UHFHQW�VWXG\�RI

JRYHUQDQFH�DQG�SRYHUW\�LQ�8JDQGD�

SRRUHU�SHRSOH�XVXDOO\�KDYH�DV�OLWWOH�LQIOXHQFH�LQ�WKHLU�ORFDO�VHWWLQJV�DV�WKH\�GR�LQ�WKH�QDWLRQDO�SROLWLFDO

DUHQD�� DQG� VRPHWLPHV� VXEVWDQWLDOO\� OHVV�� /RFDO� DXWKRULWLHV� RIWHQ� KDYH� DW� WKHLU� GLVSRVDO� HYHQ� PRUH

UHVRXUFHV���V\PEROLF�DQG�PDWHULDO���ZLWK�ZKLFK�WR�UHVLVW�HIIRUWV�WR�DGGUHVV�WKH�QHHGV�RI�WKH�SRRU��«��

)RU�WKH�PRVW�SDUW�VSDWLDOO\�UHPRWH��DQG�WKXV�ODUJHO\�REVFXUHG�IURP�WKH�VFUXWLQ\�RI�HLWKHU�WKH�PHGLD

RU�SXEOLF�DGYRFDF\�JURXSV��ORFDO�SROLWLFDO�HQYLURQPHQWV�IUHTXHQWO\�UHGXFH�WKH�LQFHQWLYHV�IRU�HOLWHV�WR

UHRULHQW�WKHLU�SULRULWLHV��*RHW]�DQG�-HQNLQV�����������

'HFHQWUDOLVDWLRQ� PD\� HQKDQFH� SROLF\� HIIHFWLYHQHVV� IURP� DQ� HIILFLHQF\� SHUVSHFWLYH�� EXW� LW� FDQQRW� EH

DVVXPHG�WR�KHOS�UHVROYH�VRFLDO�HTXLW\�SUREOHPV��3DUDGR[LFDOO\��D�FHUWDLQ�GHJUHH�RI�¶UH�FHQWUDOLVDWLRQ·�PD\

EH�UHTXLUHG�WR�HQVXUH�WKDW�WKH�QHHGV�RI�WKH�SRRU�DUH�QRW�QHJOHFWHG��DQG�LQGHHG��VXFK�D�SURFHVV�LV�RFFXUULQJ

QRZ� LQ� 8JDQGD�� ZLWK� WKH� ILQDQFH� PLQLVWU\� LPSRVLQJ� FRQVWUDLQWV� RQ� WKH� VSHQGLQJ� SDWWHUQV� RI� ORFDO

JRYHUQPHQWV� E\� GHWHUPLQLQJ� WKH� SURSRUWLRQV� WR� EH� VSHQW� XSRQ� SULPDU\�OHYHO� VHUYLFHV�� ,Q� RWKHU� FDVHV

ZKHUH�GHFHQWUDOLVDWLRQ�LV�VHHQ�WR�EH�UHVSRQGLQJ�WR�WKH�LQWHUHVWV�RI�WKH�SRRU��VXFK�DV�WKH�,QGLDQ�VWDWHV�RI

:HVW� %HQJDO� DQG�.HUDOD�� LW� LV� WKH� RUJDQLVDWLRQ� RI� WKH� SRRU� WKURXJK� D� UHODWLYHO\� GLVFLSOLQHG� FHQWUDOLVHG



��

VRFLDOLVW�SDUW\�ZKLFK�DSSHDUV�WR�KDYH�FRQWULEXWHG�WR�WKHLU�FDSDFLW\�WR�UHVLVW�WKH�FRQWURO�RI�ORFDO�RYHUORUGV

�%DUGKDQ������������

L L L� �3ROLF\�&KRLFHV�DQG�,PSOHPHQWDWLRQ�6\VWHPV

3ROLF\�DUHDV�ZKLFK�DUH�JHQHUDOO\�VHHQ�DV�FUXFLDO�WR�HTXLW\�HQKDQFLQJ�HIIRUWV��DUH�WD[�UHIRUP��VRFLDO�SROLF\�

ODERXU�SROLF\� �:H\ODQG������� ������� DQG� ODQG� UHIRUP� �$VFKHU� ������.RKOL� �������7D[DWLRQ� ERWK� UDLVHV

UHYHQXH� IRU� SUR�SRRU� VSHQGLQJ�� DQG� HQJDJHV� ZHDOWK\� JURXSV� LQ� D� FRPSDFW� VXSSRUWLQJ� EURDGHU� VRFLDO

GHYHORSPHQW� JRDOV� LQ� WKH� LQWHUHVW� RI� QDWLRQDO� VWDELOLW\� DQG� VRFLDO� HTXLW\���� /DQG� UHIRUP� DQG� VRFLDO� DQG

ODERXU�SROLFLHV�FDQ�LQFUHDVH�WKH�SURGXFWLYH�FDSDFLWLHV�RI�WKH�SRRU�DQG�KHOS�FRPSHQVDWH�IRU�PDUNHW�IDLOXUHV

LQ�UHVSHFW�RI�WKH�KXPDQ�FDSLWDO�GHYHORSPHQW�RI�WKH�SRRU��,Q�RUGHU�IRU�SROLFLHV�LQ�WKHVH�DUHDV�VWURQJO\�WR

IDYRXU�GLVDGYDQWDJHG�JURXSV��WKH\�QHHG�WR�EULQJ�GLVSURSRUWLRQDWH�EHQHILW�WR�WKH�SRRU���DQG�WKLV�LV�GRQH

WKURXJK� SURJUHVVLYH� WD[DWLRQ�� WDUJHWHG� VRFLDO� VSHQGLQJ�� ODERXU� SROLF\� ZKLFK� EULQJV� EHQHILWV� WR� SRRUHU

ZRUNHUV��VXFK�DV�PLQLPXP�ZDJH�PHDVXUHV��DQG�ODQG�UHIRUP�ZKLFK�JLYHV�SULRULW\�DFFHVV�WR�WKH�SRRU�

$V� QRWHG� HDUOLHU�� SROLFLHV� ZKLFK� LQYROYH� D� UHVRXUFH� WUDQVIHU� IURP� WKH� ULFK� WR� WKH� SRRU�� VXFK� DV

SURJUHVVLYH�WD[DWLRQ��DURXVH�JUHDW�UHVLVWDQFH�LQ�GHPRFUDFLHV��DV�GR�SROLFLHV�ZKLFK�WDUJHW�EURDG��DV�RSSRVHG

WR� VPDOO� DQG� ¶GHVHUYLQJ·�� JURXSV� RI� WKH� SRRU�� 3URJUHVVLYH� WD[DWLRQ� UHTXLUHV� WKH� SROLWLFDOO\� HQJLQHHUHG

FRQVHQW� DQG� FRRSHUDWLRQ� RI� ZHDOWKLHU� JURXSV�� &RKHUHQW� ODERXU� SROLF\� ZKLFK� EHQHILWV� PRVW� SRRUHU

SURGXFHUV�� DV� RSSRVHG� WR� SULYLOHJHG� VNLOOHG� ZRUNHUV�� UHTXLUHV� SUHVVXUH� IURP� EURDG�EDVHG� ODERXU

DVVRFLDWLRQV�DV�ZHOO�DV�SROLWLFDOO\�HIIHFWLYH�DVVRFLDWLRQV�RI�RWKHU�ZRUNHUV��VXFK�DV�SRRU�IDUPHUV�� LQIRUPDO

VHFWRU�ZRUNHUV��RU�GRPHVWLF�ZRUNHUV��7DUJHWHG�VRFLDO�VSHQGLQJ�UHTXLUHV�D�FRKHUHQW��HIILFLHQW��DQG�XQLILHG

VWDWH�EXUHDXFUDWLF�DSSDUDWXV��$W�WKH�VDPH�WLPH�VXFK�VSHQGLQJ���ZKHWKHU�LW�LV�LQFUHDVHG�ZHOIDUH�SHQVLRQV�RU

VXEVLGLVHG�VFKRRO�IHHV�RU�FKLOGFDUH�IRU�SRRU�ZRUNLQJ�ZRPHQ���UHTXLUHV�JUHDWHU�VWDWH�FDSDFLW\�WKDQ�V\VWHPV

RI� XQLYHUVDO� EHQHILWV� LI� WKH\� DUH� WR� EH� WDUJHWHG� SURSHUO\��%HQHILWV� IURP� WDUJHWHG� SURJUDPPHV� DUH� HDVLO\

FDSWXUHG�E\�VWDWH�HOLWHV�IRU�XVH�LQ�FOLHQWDOLVWLF�QHWZRUNV�

5HFHQWO\�� D� UHYLYHG� LQWHUHVW� LQ� WKH� LPSDFW�RI� ORZHU� OHYHOV� RI�SXEOLF� EXUHDXFUDFLHV� RQ� DFWXDO� SROLF\

LPSOHPHQWDWLRQ�KDV�KLJKOLJKWHG�WKH�LPSRUWDQW�UROH�RI�¶VWUHHW�OHYHO�EXUHDXFUDWV·��/LSVN\�������7KRPDV�DQG

*ULQGOH�������*ULQGOH�DQG�+LOGHUEUDQG�������7HQGOHU�DQG�)UHHGKHLP��������7KHVH�SXEOLF�DJHQWV�JUHDWO\

LQIOXHQFH� SROLF\� RXWFRPHV� WKURXJK� WKH� PHGLDWLQJ� HIIHFW� RI� WKHLU� RZQ� YLHZV� RQ� SROLF\� OHJLWLPDF\� DQG

UHOHYDQFH��QRW� WR�PHQWLRQ� WKURXJK�PRUH�YHQDO�SUDFWLFHV�VXFK�DV�SHWW\� FRUUXSWLRQ��/DWHO\�� WKH�SX]]OH�RI

KRZ� WR� LPSURYH� WKH� FDSDFLW\� RI� SXEOLF� LQVWLWXWLRQV� WR� SHUIRUP� HIIHFWLYHO\�� HIILFLHQWO\�� DQG� KRQHVWO\� �OHW

DORQH�WR�GHYHORS�D�SDUWLFXODU�UHFHSWLYLW\�WR�WKH�LQWHUHVWV�RI�WKH�SRRU��KDV�LJQLWHG�D�UHQHZHG�LQWHUHVW�LQ�WKH

ZD\V� LQFHQWLYH� VWUXFWXUHV�� RUJDQLVDWLRQDO� FXOWXUHV�� WUDLQLQJ�� DQG� PDQDJHPHQW� VWUXFWXUHV� DIIHFW� WKH

                                                
�� 0RRUH� KDV�PDGH� WKH� SRLQW� WKDW� D� VHULRXV� JRYHUQDQFH� DQG� GHPRFUDF\� ¶GHILFLW·� LV� FUHDWHG� ZKHQ� UHYHQXH� IRU

SRYHUW\�UHGXFWLRQ�SURJUDPPHV�� DQG� LQGHHG� GHYHORSPHQW� SURJUDPPHV�PRUH� JHQHUDOO\�� LV� UDLVHG� QRW� WKURXJK
GRPHVWLF�WD[DWLRQ��EXW�WKURXJK�H[FHVVLYH�UHOLDQFH�RQ�IRUHLJQ�DLG��$VLGH�IURP�WKH�ORQJ�WHUP�XQVXVWDLQDELOLW\�RI
ILQDQFLQJ� GHYHORSPHQW� VFKHPHV� WKURXJK� IRUHLJQ� DLG�� ORZ� OHYHOV� RI� GRPHVWLF� FRQWULEXWLRQV� WKURXJK� WD[HV� WR
GRPHVWLF� LQYHVWPHQWV�GLOXWHV� WKH� DQWL�SRYHUW\� FRPPLWPHQW�RI� WKH� UXOLQJ�FODVV�� DQG�SRVWSRQHV� WKH� LPSRUWDQW
LQVWLWXWLRQDO�FKDQJHV�QHHGHG�WR�UHRULHQW�SROLWLFDO�DQG�DGPLQLVWUDWLYH�LQVWLWXWLRQV�WR�UHVSRQG�WR�WKH�QHHGV�RI�WKH
SRRU��0RRUH�������



��

SHUIRUPDQFH� DQG� FRPPLWPHQW� RI� ORZHU�� DQG� PLG�OHYHO� VWDII� �VHH� SDUWLFXODUO\� 7HQGOHU� DQG� )UHHGKLHP

�������(IIRUWV�WR�HQKDQFH�GHOLYHU\�V\VWHPV�DQG�ORFDO�FRPPLWPHQW�WR�VRFLDO�VHUYLFHV�KDYH�LQFOXGHG�V\VWHPV

WR� JHQHUDWH� ORFDO� SDUWLFLSDWLRQ� LQ� VHUYLFH� PDQDJHPHQW� DQG� GHOLYHU\� �WKLV� FDQ� LQFOXGH� PRGHVW� ILQDQFLDO

FRQWULEXWLRQV���7R� GDWH�� KRZHYHU�� IHZ� HIIRUWV� WR� UHIRUP� WKH� SXEOLF� DGPLQLVWUDWLRQ�� SDUWLFXODUO\� DW� ORFDO

OHYHOV��SULRULWLVH� LPSURYLQJ� WKH� UHVSRQVLYHQHVV�RI�EXUHDXFUDWV�RU� VHUYLFH�GHOLYHU\� DJHQWV� WR� WKHLU�SRRUHU

FOLHQWV��7KH�SULPH�IRFXV�UHPDLQV�FRQWUROOLQJ�FRUUXSWLRQ�LQ�WKH�SXEOLF�VHUYLFH�

%H\RQG� WKH� LPSRUWDQFH� RI� JHWWLQJ� LQFHQWLYHV� ULJKW� IRU� EXUHDXFUDWV� WR� FRPPLW� WKHPVHOYHV� WR� WKH

VRPHWLPHV�XQJODPRURXV�ZRUN�RI�SRYHUW\�UHGXFWLRQ��WKH�JHQHUDO�FRKHUHQFH�RI�WKH�SXEOLF�DGPLQLVWUDWLRQ�LV

NH\� WR� SROLF\� HIIHFWLYHQHVV� LQ� WKH� LQWHUHVWV� RI� SRYHUW\� UHGXFWLRQ�� &RQVLGHUDEOH� LQWHUQDO� XQLW\� DQG

FRRUGLQDWLRQ�� DQG� D� VHQVH� RI� VKDUHG� FRPPLWPHQW� WR� FRPPRQ� JRDOV�� LV� QHHGHG� DFURVV� JRYHUQPHQW

GHSDUWPHQWV�WR�PDNH�SROLF\�UHIRUP�HIIHFWLYH��:LWKRXW�WKLV��WKH�SXUVXLW�RI�QDUURZ�GHSDUWPHQWDO�LQWHUHVWV

FDQ� OHDG� WR� WKH�QHJOHFW�RI�EURDGHU�VWDWH�JRDOV�VXFK�DV� ILVFDO� UHVSRQVLELOLW\�DQG�VRFLDO�HTXLW\��DQG� OHDG� WR

ZKDW�:H\ODQG� ������� FKDUDFWHULVHV� DV� ¶(YHU\� DJHQF\� IRU� LWVHOI�� DQG� WKH�)LQDQFH�0LQLVWU\� DJDLQVW� DOO�·� ,Q

PDQ\� GHYHORSLQJ� FRXQWULHV�� HIIRUWV� WR� VWLFN� WR� WKH� DQQXDO� EXGJHW� DUH� UHJXODUO\� XQGHUPLQHG� E\� DG� KRF

VXSSOHPHQWDU\�ILQDQFLQJ�GHPDQGV�IURP�SROLWLFDOO\�SRZHUIXO�PLQLVWULHV�VXFK�DV�'HIHQFH��)RUHLJQ�$IIDLUV�

RU� 6WDWH� +RXVH�� 7KHVH� GHPDQGV� DUH� RIWHQ� ILQDQFHG� IURP� GHGXFWLRQV� IURP� SROLWLFDOO\� ZHDNHU� DUHDV�

HGXFDWLRQ��KHDOWK��DJULFXOWXUH��DOO�RI�ZKLFK�DUH�VRFLDO�DQG�SURGXFWLYH�VSHQGLQJ�DUHDV�ZLWK�VWURQJ�SRYHUW\�

UHGXFWLRQ�SRWHQWLDO��7KLV�SUDFWLFH�XQGHUPLQHV�ILVFDO�UHVSRQVLELOLW\�LQ�LQGLYLGXDO�PLQLVWULHV��DV�ZHOO�DV�PRUH

FRKHUHQW�ORQJ�WHUP�SODQQLQJ�DFURVV�JRYHUQPHQW�GHSDUWPHQWV�

LY��$FFRXQWDELOLW\�0HDVXUHV

'HPRFUDFLHV�KDYH�D�UDQJH�RI�LQVWLWXWLRQV�WR�KHOS�HQIRUFH�DFFRXQWDELOLW\��DQG�WR�LQIOXHQFH�JRYHUQPHQW�LQ

WKH�ORQJ�VWUHWFKHV�EHWZHHQ�HOHFWLRQV��EXW�W\SLFDOO\�WKHVH�DUH�EH\RQG�WKH�UHDFK�RI�WKH�SRRU��7KH�SRRU�WHQG

QRW�WR�HQJDJH�LQ�WKH�DJJUHVVLYH�DQG�H[SHQVLYH�OREE\LQJ�RI�SROLWLFLDQV�ZKLFK�LV�GRPLQDWHG�E\�FRPPHUFLDO

OREE\LVWV�� DQG� UDUHO\� KDYH� WKH� PHDQV� WR� SURVHFXWH� WKHLU� JULHYDQFHV� WKURXJK� WKH� OHJDO� V\VWHP�� ,W� LV

SDUWLFXODUO\�GLIILFXOW�IRU�WKH�SRRU�WR�FKDOOHQJH�FRUUXSW�SUDFWLFHV��SDUWLFXODUO\�HYHU\GD\�IRUPV�RI�FRUUXSWLRQ

RQ� WKH� SDUW� RI� ORFDO� HOLWHV�� &RUUXSWLRQ� LV� RQH� RI� WKH� JUHDWHVW� REVWDFOHV� WR� WKH� HIILFLHQW� GHOLYHU\� RI

GHYHORSPHQW�UHVRXUFHV�WR�WKH�SRRU�LQ�GHYHORSLQJ�FRXQWULHV��GUDPDWLFDOO\�OLPLWLQJ�WKH�LPSDFW�RI�PDQ\�DQWL�

SRYHUW\�LQLWLDWLYHV��%XW�DOWKRXJK�FRUUXSWLRQ�LV�QRZ�D�PDMRU�IRFXV�RI�OLEHUDO�UHIRUPV��WRR�RIWHQ�LQVWLWXWLRQDO

UHVSRQVHV�WR�FRUUXSWLRQ�LJQRUH�WKH�QHHGV�RI�WKH�SRRU��3ROLF\�UHIRUPV�ZKLFK�WUDQVIHU�SRZHU�IURP�VWDWH�WR

PDUNHW�DJHQWV�DV�D�UHVSRQVH�WR�FRUUXSWLRQ�DUH�RQO\�SDUWLDOO\�VXFFHVVIXO����EXW�PRUH�WR�WKH�SRLQW��WKH\�FDQ

HQG� XS� WUDQVIHUULQJ� FRVWV� WR� WKH� SRRU� IRU� EDVLF� VHUYLFH� GHOLYHU\��0RVW� DQWL�FRUUXSWLRQ�PHDVXUHV� IRFXV

XSRQ�PHDVXUHV�WR�OLPLW�WKH�XVH�RI�GLVFUHWLRQDU\�SRZHUV�E\�RIILFLDOV��ZLWK�UDWKHU�OLWWOH�IRFXV�XSRQ�WKH�UROH

WKDW�FLYLO� VRFLHW\�FDQ�SOD\��RIWHQ�EHFDXVH� LW� LV�DVVXPHG�WKDW�DQWL�SRYHUW\�SURJUDPPHV�DIIHFW�WKDW�SDUW�RI

FLYLO�VRFLHW\�OHDVW�DEOH�WR�RUJDQLVH�LQ�RSSRVLWLRQ�WR�WKH�DEXVH�RI�SXEOLF�SRZHU�

                                                
�� 6HH�,'6�%XOOHWLQ��6SHFLDO�,VVXH�RQ� ¶/LEHUDOLVDWLRQ�DQG�WKH�1HZ�&RUUXSWLRQ·��HGLWHG�E\�%DUEDUD�+DUULVV�:KLWH

DQG�*RUGRQ�:KLWH���������$SULO�������
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+RZHYHU��WKHUH�DUH�LQVWLWXWLRQDO�DQG�SURFHGXUDO�FKRLFHV�ZKLFK�FDQ�EURDGHQ�WKH�RSSRUWXQLWLHV�RI�WKH

SRRU� WR� SDUWLFLSDWH� LQ� SROLF\� GHEDWHV�� WR� FKDOOHQJH� FRUUXSWLRQ�� DQG� WR� GHPDQG� DFFRXQWDELOLW\�

,QVWLWXWLRQDOLVLQJ� WKH� SXEOLF·V� ULJKW� WR� LQIRUPDWLRQ� DERXW� JRYHUQPHQW� VSHQGLQJ� DW� WKH� ORFDO� OHYHO� LV� D

SRWHQWLDOO\� SRZHUIXO� PHDQV� RI� EUHDNLQJ� WKH� EXUHDXFUDWLF� VHFUHF\� ZKLFK� LPPHDVXUDEO\� DVVLVWV� FRUUXSW

SUDFWLFHV���� 7KLV� EDVLF� FLYLO� OLEHUW\� LV� RIWHQ� UHIXVHG� LQ� WKH� JXLVH� RI� SURWHFWLQJ� HIILFLHQW� EXUHDXFUDWLF

IXQFWLRQLQJ��7UDQVSDUHQF\�LQ�WKH�SRVWLQJ�RI�ORFDO�EXGJHWV��UHFUXLWPHQW�PHDVXUHV��DQG�ORFDO� WHQGHUV���IRU

LQVWDQFH�WKURXJK�SXEOLFDWLRQ�LQ�ORFDO�SDSHUV���DOVR�KHOSV�HQJDJH�PRUH�FLWL]HQV�LQ�PRQLWRULQJ�SXEOLF�VHFWRU

SURELW\�LQ�WKRVH�JRYHUQPHQW�VHUYLFHV�ZKLFK�DIIHFW�WKHP�PRVW�GLUHFWO\����3XEOLF�KHDULQJV���VXFK�DV�KHDULQJV

RQ�WKH�HQYLURQPHQWDO�RU�VRFLDO�LPSDFW�RI�LQGXVWULDO�RU�FRPPHUFLDO�GHYHORSPHQWV���FDQ�HQDEOH�JURXSV�WR

HQJDJH�ZLWK�SROLF\�PDNHUV�PRUH�GLUHFWO\�WKDQ�WKH\�FDQ�WKURXJK�WKH�SROLWLFDO�SURFHVV�

G��7KH�VWUHQJWK�RI�VXEDOWHUQ�JURXSV�LQ�FLYLO �VRFLHW\

L� �2UJDQLVDWLRQV�RI�WKH�SRRU

7KH�JUHDWHVW�REVWDFOH�WR�HIIHFWLYH�SUR�SRRU�SXEOLF�DFWLRQ�LQ�GHPRFUDFLHV�LV�WKH�ZHDNQHVV�RI�WKH�RUJDQLVHG

YRLFH�RI�WKH�SRRU�LQ�FLYLO�DQG�SROLWLFDO�VRFLHW\��&RQVWUDLQWV�RQ�FROOHFWLYH�DFWLRQ�E\�WKH�SRRU�DUH�LPSRVHG�E\

WKHLU�ODFN�RI�PDWHULDO�DQG�SROLWLFDO�UHVRXUFHV��WKH�ODWWHU�UHODWLQJ�QRW�OHDVW�WR�WKHLU�SUREOHPV�LQ�OHJLWLPDWLQJ

WKHLU�QHHGV�DV�PDWWHUV�RI�QDWLRQDO�FRQFHUQ��5HVRXUFH�FRQVWUDLQWV�PHDQ�WKDW�WKH�SRRU�KDYH�WKH�PRVW�WR�ORVH

WKURXJK�FKDOOHQJLQJ�WKH�LQWHUHVWV�RI�HOLWHV��ZKR�DUH�LQ�SRVLWLRQV�WR�XQGHUPLQH�WKH�OLYHOLKRRGV�RI�WKH�SRRU�

7\SLFDOO\�� WKRVH�JURXSV�RI� WKH�SRRU�ZKLFK�FDQ�FRQVWLWXWH� WKHPVHOYHV�DV� D� WKUHDW� WR�QDWLRQDO� VWDELOLW\�� WR

HFRQRPLF� SURGXFWLYLW\� RU� VRPHWLPHV� LQGHHG� WR� GHPRFUDWLF� LQVWLWXWLRQV� WKHPVHOYHV�� KDYH� OHYHUDJH� LQ

SROLWLFDO�FRPSHWLWLRQ��+HQFH�WKH�XUEDQ�SRRU���HVSHFLDOO\�XQHPSOR\HG�PHQ�DQG�WUDGH�XQLRQV���PD\�EH�DEOH

WR� ZLHOG� VRPH� SROLWLFDO� FORXW� EHFDXVH� RI� WKHLU� FDSDFLW\� WR� HLWKHU� WKUHDWHQ� ODZOHVVQHVV�� RU� WR� GLVUXSW

SURGXFWLYH�SURFHVVHV��%XW�WKH�UXUDO�SRRU��ZKLFK�DUH�JHRJUDSKLFDOO\�GLVSHUVHG�DQG�VHOGRP�GLUHFWO\�WKUHDWHQ

XUEDQ�PLGGOH�FODVVHV�RU�LQGXVWU\��FDQQRW�

$�UDQJH�RI�GLIIHUHQW�IRUPV�RI�RUJDQLVDWLRQ��QRW�QHFHVVDULO\�RYHUWO\�SROLWLFDO��FDQ��KRZHYHU�� LPSURYH

WKHLU� FKDQFHV� RI� LQIOXHQFLQJ� GHFLVLRQ�PDNLQJ�� DW� OHDVW� DW� WKH� ORFDO� OHYHO�� 9LOODJH� FRRSHUDWLYHV� DQG

GHYHORSPHQW� FRPPLWWHHV��RU� XUEDQ�XQLRQV�RI� LQIRUPDO� VHFWRU� WUDGHUV�RU� WUDQVSRUWHUV�� IRU� LQVWDQFH�� FDQ

VWDQG� XS� WR� WKH� LQWHUHVWV� RI� WKH� ULFK�� SDUWLFXODUO\� VLQFH� WKH\� KDYH� VRPH� OHYHUDJH�ZLWKLQ� WKH� SURGXFWLRQ

V\VWHP��%XW�IRU�DOO�WKDW�PDQ\�DFWLYLVWV�DQG�ZULWHUV�FRQWLQXH�WR�LQVLVW�RQ�ZLGH�SROLWLFDO�SDUWLFLSDWLRQ�E\�WKH

SRRU�DV�WKH�NH\�WR�HIIHFWLYH�SROLF\�LQ�WKHLU�LQWHUHVWV��PDQ\�DOVR�UHFRJQLVH�WKH�OLPLWDWLRQV�RI�HIIRUWV�ZKLFK

SXW�WKH�IXOO�RQXV�RQ�WKH�SRRU�WR�GHIHQG�WKHLU�RZQ�LQWHUHVWV��$V�3DXO�+DUULVRQ�QRWHG�WZR�GHFDGHV�DJR�

                                                
�� $� QDWLRQDO� 5LJKW� WR� ,QIRUPDWLRQ� &DPSDLJQ� LQ� ,QGLD� LV� FXUUHQWO\� VWUXJJOLQJ� IRU� WKH� DEROLWLRQ� RI� WKH�2IILFLDO

6HFUHWV� $FW� RI� ����� DQG� WKH� FUHDWLRQ� RI� QHZ� OHJLVODWLRQ� JLYLQJ� FLWL]HQV� WKH� ULJKW� WR� LQVSHFW� JRYHUQPHQW
GRFXPHQWV��,W�LV�LQVSLUHG�E\�WKH�H[SHULHQFHV�RI�D�JUDVVURRWV�JURXS�LQ�5DMDVWKDQ�ZKLFK�KDV�H[SRVHG�FRUUXSWLRQ
LQ�DQWL�SRYHUW\�SURJUDPPHV�E\�JDLQLQJ�DFFHVV�WR�DFFRXQWV�DQG�PXVWHU�UROOV�KHOG�DW�WKH�ORFDO�JRYHUQPHQW�OHYHO
�-HQNLQV�DQG�*RHW]�������
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LW�LV�QRW�HDV\�WR�RUJDQLVH�WKH�SRRU�WR�WDNH�WKHLU�VKDUH�LQ�GHFLVLRQ�PDNLQJ«�7KH�FXOWXUH�RI�VLOHQFH�LV

GHHS�VHDWHG�� (YHQ� LI� JUDVVURRWV� RUJDQLVDWLRQV� DUH� IRUPHG� WKH\� DUH� HDVLO\� GRPLQDWHG� E\� WKH

SURIHVVLRQDOV��PDQJHUV��DQG�EXUHDXFUDWV«�3HRSOH�PD\�EHFRPH�DFWLYH�DURXQG�RQH�SDUWLFXODU�XUJHQW

LVVXH��\HW�ODSVH�LQWR�DSDWK\�ZKHQ�LW�LV�VROYHG��+DUULVRQ������������

L L� �%XUHDXFUDWLVHG�IRUPV�RI�UHSUHVHQWDWLRQ

,Q� VRPH� FRQWH[WV�� SROLWLFDOO\� ZHDN� JURXSV� KDYH� VRXJKW� DQ� LQVWLWXWLRQDOLVHG� IRUP� RI� UHSUHVHQWDWLRQ� LQ

VSHFLDO�EXUHDXFUDWLF�XQLWV�ZKLFK�DFW�DV�D�ZDWFKGRJ�RYHU�WKHLU�LQWHUHVWV�LQ�JRYHUQPHQW�SROLF\�PDNLQJ��7KH

PRVW�GHYHORSHG�RI�WKHVH�DUH�JHQGHU�UHODWHG�RQHV���ZRPHQ·V�0LQLVWULHV�RU�&RPPLVVLRQV�RQ�WKH�VWDWXV�RI

ZRPHQ� DOO� RYHU� WKH� ZRUOG�� 7KHUH� DUH� DOVR� VSHFLDO� FRPPLVVLRQV� RU� ERDUGV� SURPRWLQJ� WKH� LQWHUHVWV� RI

JURXSV�VXFK�DV�WKH�GLVDEOHG��RU�� LQ�,QGLD�� ¶EDFNZDUG·�RU�¶VFKHGXOHG·�FDVWHV�DQG�WULEHV��(YDOXDWLRQV�RI�WKH

LPSDFW�RI� WKHVH�XQLWV�VKRZ� WKDW� WKH\�FDQ�KHOS� WR�SURPRWH� OHJDO� FKDQJH�DQG�VRPH�SROLF\�FKDQJH� LQ� WKH

LQWHUHVWV�RI�VRFLDOO\�H[FOXGHG�JURXSV��2Q�WKH�RWKHU�KDQG��WKH\�KDYH�EHHQ�IRXQG�WR�HQWUHQFK�FHUWDLQ�NLQGV

RI� LGHQWLWLHV� IRU� SROLF\�� QRW� HQKDQFLQJ� WKH� SROLWLFDO� LQIOXHQFH� RI� SDUWLFXODU� JURXSV� VR� PXFK� DV

LQVWLWXWLRQDOLVLQJ�WKHP�DV�GHSHQGDQWV�RQ�FOLHQWDOLVW�V\VWHPV�

H��7KH�RUJDQLVDWLRQ�RI�SROLWLFDO�FRPSHWLWLRQ

L� �3ROLWLFDO�SDUWLHV

3ROLWLFDO�SDUWLHV�FDQ�RIIHU�WKH�SRRU�D�PRUH�HIIHFWLYH�YRLFH� LQ�GHFLVLRQ�PDNLQJ��GHSHQGLQJ�RQ� WKH�SDUW\·V

FODVV� FRQVWLWXWLRQ� DQG� LGHRORJ\�� 3DUW\� V\VWHPV� GHWHUPLQH� LPSRUWDQW� IHDWXUHV� RI� D� VWDWH·V� FDSDFLW\� WR

SURYLGH� D� VWDEOH� UHJXODWRU\� HQYLURQPHQW�� HIILFLHQW� LQVWLWXWLRQV�� DQG� UHVSRQVLYHQHVV� WR� GLVSULYLOHGJHG

JURXSV��:KHUH� SDUWLHV� KDYH� QDUURZ� VRFLDO� EDVHV� DQG� SDUWLFXODULVWLF� LQWHUHVWV�� WKLV� FDQ� H[DFHUEDWH� VRFLDO

FRQIOLFW� DQG�JHQHUDWH�FOLHQWDOLVWLF� DQG�SHUVRQDOLVWLF�SROLWLFV��:KHUH� WKH\�KDYH�EURDGHU�PHPEHUVKLSV� DQG

FDQ�RUJDQLVH�FRQVHQVXV�DFURVV�D�UDQJH�RI�VRFLDO�LQWHUHVWV��WKH\�FDQ�JHQHUDWH�PRUH�LQFOXVLYH�SURJUDPPDWLF

DJHQGDV�ZKLFK�WDNH�WKH�LQWHUHVWV�RI�WKH�SRRU�RQ�ERDUG��,W�LV�FRPPRQO\�DVVXPHG�WKDW�LGHQWLW\�EDVHG�SDUWLHV

SURYLGH�D�ZHDNHU�EDVLV�IRU�FRPSURPLVH�DQG�FRDOLWLRQ�EXLOGLQJ�WKDQ�FODVV�EDVHG�SDUWLHV��%XW�PXFK�GHSHQGV

XSRQ�WKH�EURDGHU�SROLWLFDO�FXOWXUH��DQG�RQ�ZKHWKHU�WKHUH�LV�D�VKDUHG�EDVLV�RI�OLEHUDO�GHPRFUDWLF�YDOXHV�LQ

SROLWLFDO�FRPSHWLWLRQ��7KH�QXPEHU�RI�SDUWLHV�DOVR�PDNHV�D�GLIIHUHQFH�WR�WKH�FDSDFLW\�RI�SDUW\�V\VWHPV�WR

SURGXFH�HIIHFWLYH�SROLF\��7RR�PDQ\�FRPSHWLQJ�SDUWLHV��XQOHVV�D�ODUJH�VHFWLRQ�RI�WKHP�IRUP�D�VWDEOH�DQG

HIIHFWLYH�FRDOLWLRQ��FDQ�PDNH�WKH�GHILQLWLRQ�DQG�LPSOHPHQWDWLRQ�RI�ORQJ�WHUP�SROLFLHV�PRUH�GLIILFXOW�

(OHFWRUDO� V\VWHPV� DIIHFW� WKH� FDSDFLW\� RI� SDUWLHV� WR� JHQHUDWH� PDVVLYH� QDWLRQDO� PDQGDWHV� IRU� VRFLDO

FKDQJH�� $OWKRXJK� ¶ILUVW� SDVW� WKH� SRVW·� HOHFWRUDO� V\VWHPV� FUHDWH� VLPSOHU� PDMRULWLHV� DQG� KHQFH� VWDEOH

JRYHUQPHQWV�� WKHVH�DUH�FULWLFLVHG�IRU� WKHLU�SDUWLFXODU� IDLOXUHV� LQ�HQDEOLQJ�SDUWLFLSDWLRQ�E\�VPDOOHU�SDUWLHV�

7KH� PDQ\� DOWHUQDWLYHV� SURYLGHG� WKURXJK� YDULRXV� YHUVLRQV� RI� SURSRUWLRQDO� UHSUHVHQWDWLRQ� V\VWHPV� GR

                                                                                                                                                       
�� 6LQFH�$SULO�������WKH�8JDQGDQ�JRYHUQPHQW�KDV�SXEOLFL]HG�DOO�EXGJHWDU\�DOORFDWLRQV�WR�GLVWULFW�JRYHUQPHQWV�LQ

QDWLRQDO�DQG�ORFDO�SDSHUV��DQG�KDV�GHPDQGHG�JUHDWHU�WUDQVSDUHQF\�RI�WKH�'LVWULFWV�LQ�UHFUXLWPHQW�DQG�WHQGHULQJ
SURFHVVHV�



��

EURDGHQ�WKH�UDQJH�RI�SDUWLFLSDQWV� LQ�JRYHUQPHQW��EXW�RIWHQ�IDLO� WR�HQFRXUDJH� WKH� ODUJH� LQFOXVLYH�SDUWLHV

ZKLFK�WHQG�WR�JHQHUDWH�PRUH�FRKHUHQW�DQG�HIIHFWLYH�SROLF\�DJHQGDV�

3ROLF\�HIIHFWLYHQHVV�GHPDQGV�D�VWDEOH�PDMRULW\�FRDOLWLRQ�DPRQJ�SDUWLHV��6XFK�PDMRULW\�FRDOLWLRQV�KDYH

VWURQJ� HOHFWRUDO� LQFHQWLYHV� WR� SURPRWH� QDWLRQDO� JRDOV� WKDW� EHQHILW� WKHLU� YDVW� FRQVWLWXHQF\� UDWKHU� WKDQ

FDWHULQJ�WR�VSHFLILF�VHFWRUV��UHJLRQV��RU�FODVV�IUDFWLRQV��DV�VPDOO�SDUWLHV�ZLWK� OLPLWHG�EDVHV�RI�VXSSRUW�DUH

WHPSWHG�WR�GR��:H\ODQG��������6XFK�PDMRULWLHV�FDQ�SURYLGH�WKH�H[HFXWLYH�EUDQFK�RI�JRYHUQPHQW�ZLWK�WKH

NLQG� RI� VXSSRUW� QHFHVVDU\� IRU� HIIHFWLYH� OHDGHUVKLS� LQ� WKH� LQWHUHVWV� RI� SROLF\� UHIRUPV� ZKLFK� IDYRXU

XQGHUSULYLOHJHG�JURXSV��DQG�UHOHDVHV�WKH�H[HFXWLYH�IURP�KDYLQJ�WR�EX\�VXSSRUW�WKURXJK�SDWURQDJH�

L L� �&RUSRUDWLVP

6RPH�FRUSRUDWLVW�DUUDQJHPHQWV�FDQ�JLYH�ZHDNHU�SROLWLFDO�DFWRUV�LQ�WKH�ZRUNLQJ�FODVV�DQ�HIIHFWLYH�YRLFH�LQ

SROLF\�PDNLQJ��&RUSRUDWLVW�DUUDQJHPHQWV�LQ�WKH�GHPRFUDWLF�WUDQVLWLRQ�LQ�&KLOH�KDYH�UHFHQWO\�EHHQ�KHOG�XS

DV�D�PRGHO�URXWH�WR�ERWK�JURZWK�DQG�VRFLDO�HTXLW\��.H\�WR�WKH�HIIHFWLYHQHVV�RI�FRUSRUDWLVP�WKHUH�KDV�EHHQ

WKH�YHU\�EURDG�VRFLDO�EDVH�RI�RIILFLDO�UHSUHVHQWDWLYHV�RI�ERWK�EXVLQHVV�DQG�ODERXU��2Q�WKH�EXVLQHVV�VLGH�

WKLV� SURPRWHV� EURDG� FRPSOLDQFH� ZLWK� SROLFLHV� VXFK� DV� WD[� LQFUHDVHV� WR� ILQDQFH� VRFLDO� VSHQGLQJ�� DQG

HYHQWXDOO\�� VRFLDO� VWDELOLW\��2Q�WKH� ODERXU�VLGH��D�EURDG�VRFLDO�EDVH�SURPRWHV�ZDJH� UHVWUDLQW� DQG�HQDEOHV

ODERXU�WR�PRGHUDWH� ORQJ�UHSUHVVHG�GHPDQGV�DQG�KHQFH�KHOS�WKH�JRYHUQPHQW�DYRLG�D�SRSXOLVW� WUDS��7KH

GHVLUH� WR� LQFUHDVH� XQLRQ�PHPEHUVKLS� WR�PDNH� XS� IRU� WKH� \HDUV� RI� XQLRQ� VXSSUHVVLRQ� XQGHU� 3LQRFKHW

IRFXVVHG�WKH�DWWHQWLRQ�RI�ODERXU�SHDN�DVVRFLDWLRQV�RQ�SRRUHU�ZRUNHUV��7KLV�EURDGHQHG�WKHLU�PHPEHUVKLS

EDVH� HQRUPRXVO\�� VWUHQJWKHQHG� WKHLU� EDUJDLQLQJ� SRZHU� DQG� OHJLWLPDF\�� DQG� HQDEOHG� WKHP� WR� SXUVXH

SROLFLHV��VXFK�DV�D�PLQLPXP�ZDJH��ZKLFK�KDG�D�GLVSURSRUWLRQDWHO\�JUHDWHU�LPSDFW�RQ�SRRUHU�VHFWLRQV�RI

WKH�ODERXU�IRUFH��:H\ODQG��������&RUSRUDWLVW�QHJRWLDWLRQV�DUH�PHGLDWHG�E\�WKH�EURDG�DQG�VWDEOH�FRDOLWLRQ

RI� FHQWUH� DQG� OHIW� SDUWLHV� ZKLFK� KDV� SULRULWLVHG� HTXLW\�HQKDQFLQJ� UHIRUPV� LQ� WKH� FRQWH[W� RI� KHDOWK\

HFRQRPLF�JURZWK��6XFFHVV�LQ�WKH�&KLOHDQ�FDVH�KDV�DOVR�EHHQ�DLGHG�E\�WKH�VKRUW�WHUP�DGYDQWDJH�RIIHUHG�E\

WKH� GHVLUH� RI� EXVLQHVV� JURXSV� WR� LQJUDWLDWH� WKHPVHOYHV� WR� D� QHZ� SROLW\�� DQG� PDNH� DPHQGV� IRU� WKHLU

LPSOLFDWLRQ� LQ� WKH� H[FHVVHV� RI� WKH� SUHYLRXV� UHJLPH�� $UJXDEO\�� LQ� 6RXWK� $IULFD�� VRPH� FRPSOLDQFH� DQG

FRRSHUDWLRQ�KDV�EHHQ�ZRQ�IURP�EXVLQHVV�JURXSV�IRU�WKH�VDPH�UHDVRQ�

&RUSRUDWLVP� LV� UDUHO\� WKLV� HIIHFWLYH� LQ� GHYHORSLQJ� FRXQWULHV�� .XUW� :H\ODQG� FRQWUDVWV� &KLOH� ZLWK

%UD]LO��ZKHUH� IUDJPHQWDWLRQ� DQG� ULYDOU\� FKDUDFWHULVHV� QRW� MXVW� EXVLQHVV� DQG� ODERXU�� EXW� WKH� HQWLUH� SDUW\

V\VWHP�DV�ZHOO��7KH�DEVHQFH�RI�HQFRPSDVVLQJ�RUJDQLVDWLRQ�PHDQV� WKDW�HDFK�JURXS�SXUVXHV�QDUURZ�VHOI�

LQWHUHVWV� DW� WKH� H[SHQVH� RI� FROOHFWLYH� VRFLDO� JRDOV�� ZLWK� VHFWRUDO� EXVLQHVV� DVVRFLDWLRQV� XQZLOOLQJ� WR

FRQWHPSODWH�HTXLW\�HQKDQFLQJ�VDFULILFHV�VXFK�DV�WD[�UHIRUP�DQG�WDUJHWHG�VRFLDO�SROLF\��$�IUDJPHQWHG�DQG

XQVWDEOH�SDUW\�V\VWHP�RULHQWV�SROLWLFLDQV�WR�SURWHFWLQJ�WKHLU�SHUVRQDO�SROLWLFDO�WXUI�UDWKHU�WKDQ�IRFXVVLQJ�RQ

ORQJHU�WHUP�� FROOHFWLYH� SUREOHPV� �:H\ODQG� ������� $OO� RI� WKHVH� SDUWLHV� VHHN� SULYLOHJH� WKURXJK� VSHFLDO

FRQFHVVLRQV�IURP�WKH�VWDWH��WUDQVIRUPLQJ�D�FRUSRUDWLVW�V\VWHP�LQWR�D�FOLHQWDOLVWLF�RQH�

7KH� H[WHQW� WR� ZKLFK� FRUSRUDWLVW� QHJRWLDWLRQV� JHQHUDWH� SROLF\� ZLWK� D� SRYHUW\�UHGXFWLRQ� LPSDFW

GHSHQGV� XSRQ� WKH� EUHDGWK� RI� LQWHUHVWV� VSRNHQ� IRU� E\� UHSUHVHQWDWLYHV� RI� ODERXU�� WKH� GHJUHH� RI



��

RUJDQLVDWLRQDO� FRKHUHQFH� DQG� FRQWURO� RYHU� WKHLU� UHVSHFWLYH� PHPEHUVKLSV� RI� SDUWLHV� WR� FRUSRUDWLVW

QHJRWLDWLRQV�� DQG�� PRUH� JHQHUDOO\�� WKH� LPSRUWDQFH� RI� LQGXVWU\� LQ� WKH� FRXQWU\·V� HFRQRP\�� ,Q� PRVW

GHYHORSLQJ�FRXQWULHV��ODERXU�XQLRQV�UHSUHVHQW�MXVW�D�IUDFWLRQ�RI�WKH�FRXQWU\·V�ZRUNHUV��UDUHO\�WKH�SRRUHVW�

DQG� UDUHO\� UXUDO�ZRUNHUV��1RU� GR� WKH\� UHSUHVHQW� RWKHU�PDMRU� VRFLDO� JURXSV� ZKLFK� DUH� W\SLFDOO\� ORZ� RQ

SROLWLFDO�LQIOXHQFH��VXFK�DV�ZRPHQ��SDUWLFXODU�HWKQLF�JURXSV��RU�UHJLRQDOO\�LVRODWHG�JURXSV��,Q�6RXWK�$IULFD�

DQ�HIIRUW�KDV�EHHQ�PDGH�WR�DFNQRZOHGJH�WKHVH�JURXSV� LQ�D�IRXUWK�FKDPEHU�RI�1('/$&��WKH�FRXQWU\·V

FRUSRUDWLVW�QHJRWLDWLQJ�IRUXP��+RZHYHU��WKH�1*2V�DQG�RWKHU�FLYLO�VRFLHW\�JURXSV�LQ�WKLV�IRXUWK�FKDPEHU

GR�QRW�KDYH�WKH�VDPH�ULJKWV�RI�QHJRWLDWLRQ�DQG�YHWR�DV�EXVLQHVV��JRYHUQPHQW��RU�ODERXU��1RU��VLQFH�WKH\

GR� QRW� WKH\� KDYH� WKH� VDPH� NLQG� RI� FRQWURO� RYHU� WKHLU� PHPEHUVKLSV� DV� GR� IHH�SD\LQJ� PHPEHU

RUJDQLVDWLRQV��FDQ�WKH\�PDNH�PHDQLQJIXO�WKUHDWV�RU�SURPLVHV�LQ�QHJRWLDWLRQV�

$W�D�JHQHUDO� OHYHO�� VWDWHV�VKDSH�SROLWLFDO�RSSRUWXQLWLHV� IRU� WKH�SRRU��7KH�HIILFLHQF\��FRKHUHQFH��DQG

SURELW\�RI�WKH�VWDWH�GHWHUPLQHV�ZKHWKHU�DVVRFLDWLRQV�RI�VXEDOWHUQV�ZLOO�VHH�DQ\�SURILW�LQ�HQJDJLQJ�ZLWK�WKH

VWDWH�DW�DOO��3XEOLF�SROLFLHV�WR�SURPRWH�WKH�SURGXFWLYLW\�RU�ZHOIDUH�RI�WKH�SRRU�FDQ�DFWXDOO\�FUHDWH�SROLWLFDO

RSSRUWXQLWLHV�IRU�WKH�SRRU��ZKHUH�WKH�SURYLVLRQ�RI�ULJKWV�WR�ODQG�RU�HPSOR\PHQW�FUHDWHV�DQ�LQFHQWLYH�IRU

WKH�SRRU�WR�PRELOLVH�WR�VHFXUH�WKHLU�DFFHVV�WR�WKHVH�ULJKWV��$QG�VRPH�JRYHUQPHQW�SURJUDPPHV�FDQ�FUHDWH

DQ�HQDEOLQJ�HQYLURQPHQW�IRU�WKH�SRRU�WR�ZRUN�WRJHWKHU�WR�KROG�WKH�VWDWH�DFFRXQWDEOH��0RRUH�DQG�3XW]HO

�������������

7KRXJK� D� UDQJH� RI� SROLWLFDO� SUDFWLFHV� DQG� LQVWLWXWLRQDO� DUUDQJHPHQWV� FDQ� LPSURYH� WKH� FKDQFHV� IRU

SROLF\�HIIHFWLYHQHVV�LQ�WKH�LQWHUHVWV�RI�WKH�SRRU��RQH�RI�WKH�EDVLF�SRLQWV�DERXW�GHPRFUDWLF�SROLWLFV�LV�WKDW

ZKDW�SROLWLFV�FDQ�PDNH��WKH\�FDQ�XQPDNH�WRR��6RFLDO�FRQVHQVXV�LQ�IDYRXU�RI�HTXLW\�FDQ�EH�RYHUWXUQHG�E\

SDVVLQJ�SROLWLFDO� HYHQWV��E\� IDFWRUV�EH\RQG� WKH�FRQWURO�RI� LQGLYLGXDO�JRYHUQPHQWV�� VXFK� DV� LQWHUQDWLRQDO

ILQDQFLDO�IORZV��UHFHVVLRQV��PDUNHW�VKLIWV��&RDOLWLRQV�FDQ�GLVVROYH��D�SRZHUIXO�OHDGHU�FDQ�EH�ORVW��5HIRUPV

ZKLFK�SURYLGH�VRFLDOO\�H[FOXGHG�JURXSV�ZLWK�UHVRXUFHV�FDQ�HQG�XS�FUHDWLQJ�D�QHZ�SROLF\�HOLWH��ZKLFK�ZLOO

WU\� WR�PRQRSROLVH� DFFHVV� WR� LWV� QHZ�IRXQG� SULYLOHJH�� 7KH� IHZ� LPSRUWDQW� FDVHV� ZKLFK� GR� VWDQG� RXW� RI

GHPRFUDWLFDOO\�DFKLHYHG��EURDG�EDVHG�VRFLDO�ZHOIDUH�DQG�HTXLW\�DUH�SURRI�RI�WKLV��,Q�6UL�/DQND��&RVWD�5LFD�

-DPDLFD��WKH�VWDWH�RI�.HUDOD�LQ�,QGLD��SROLF\�JDLQV�IRU�WKH�SRRU�KDYH�KDG�WR�EH�VWUXJJOHG�RYHU�DQG�UH�ZRQ

SHULRGLFDOO\�



��
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D��,QWURGXFWLRQ

7KH�UDSLG�DQG�RIWHQ�FKDRWLF�WUDQVLWLRQV�WR�GHPRFUDWLF�JRYHUQDQFH�DQG�IUHH�PDUNHW�HFRQRPLHV�VZHHSLQJ

WKURXJK�WKH�(DVW�DQG�6RXWK�KDYH�EHHQ�DVVRFLDWHG�ZLWK�DQ�DSSDUHQW�LQFUHDVH�LQ�YLROHQW�LQWUD�VWDWH�FRQIOLFWV�

¶FLYLO·� RU� ¶LQWHUQDO·� ZDUV���� 0DQ\� RI� WKRVH� DUH� VWUXFWXUHG� DURXQG� FRPSHWLQJ� LGHQWLW\� FODLPV� EDVHG� RQ

UHOLJLRQ��UDFH��QDWLRQDOLW\��¶WULEH·��FODQ�DQG�VR�RQ���

,V� WKH� VLPXOWDQHRXV� VSUHDG� RI� GHPRFUDF\� DQG� RI� FRQIOLFW� DQ� DFFLGHQW� RI� KLVWRU\�� RU� DUH� WKH\

FRQQHFWHG� SURFHVVHV"� 'RHV� GHPRFUDF\� H[DFHUEDWH� YLROHQW� FRQIOLFW�� RU� GRHV� LW� KHOS� UHVROYH� LW"� 7KHVH

TXHVWLRQV�VHSDUDWH�WZR�FRQWUDGLFWRU\�FRQYHQWLRQDO�ZLVGRPV�

7KH�ILUVW�YLHZV�GHPRFUDWLVDWLRQ�DV�D�PDMRU�FDXVH��RU�DW�WKH�YHU\�OHDVW�SUHFLSLWDQW��RI�WKH�ULVLQJ�WLGH�RI

YLROHQW� FRQIOLFWV�� FRQWHQGLQJ� WKDW� ¶WKH� RSHQLQJ� RI�GHPRFUDWLF� VSDFH� WKURZV� XS�PDQ\� JURXSV� SXOOLQJ� LQ

GLIIHUHQW� GLUHFWLRQV�� WKDW� LW� FDXVHV� GHPDQG� RYHUORDG�� V\VWHPDWLF� EUHDNGRZQ� DQG� HYHQ� YLROHQW� FRQIOLFW·

�VXPPDULVHG�E\�$NH�����������6LQFH�VXFK�FRQIOLFWV� WHQG� WR�EH�RUJDQLVHG�DURXQG�QRQ�QHJRWLDEOH� LGHQWLW\

FODLPV��LW�LV�DUJXHG�WKDW�WKH\�SRVH�D�SDUWLFXODU�SUREOHP�IRU�GHPRFUDF\��LQGHHG��E\�KHOSLQJ�SROLWLFLVH�WKHVH

FODLPV��GHPRFUDF\�PD\�HYHQ�PDNH�WKHP�ZRUVH��%DNHU�������6WHZDUW�DQG�2·6XOOLYDQ�������

7KH�DUJXPHQW� WKDW�GHPRFUDF\�FDQ�EH�GHVWDELOLVLQJ�GDWHV�EDFN� WR�HDUOLHU� WKHRULVWV�RI�SROLWLFDO�RUGHU

�+XQWLQJWRQ�������=ROEHUJ����������EXW�KDV�EHHQ�UHYLYHG�E\�PRUH�UHFHQW�DQDO\VWV�RI�WKH�GHYHORSPHQWDO

VWDWH��/HIWZLFK����������,W�KDV�DOVR�SURYHG�SRSXODU�ZLWK�PDQ\�7KLUG�:RUOG�OHDGHUV��ERWK�WKH�ROGHU�SRVW�

LQGHSHQGHQFH�JHQHUDWLRQ��VXFK�DV�+RXSKRXHW�%RLJQ\�LQ�WKH�,YRU\�&RDVW��1\HUHUH�LQ�7DQ]DQLD�RU�6XNDUQR

LQ�,QGRQHVLD��ZKR�DUJXHG�WKDW�RQO\�RQH�SDUW\�V\VWHPV�RU�¶JXLGHG·�GHPRFUDFLHV�ZHUH�QHHGHG�WR�FRQWDLQ�WKH

VRFLDO� WHQVLRQV� LQ� PXOWLHWKQLF� SRVW�FRORQLDO� VWDWHV�� DQG� D� QHZ� JHQHUDWLRQ� ZKR� FODLP� �OLNH� 0DKDWKLU� LQ

0DOD\VLD�RU�0XVHYHQL� LQ�8JDQGD��WKDW�XQUHVWUDLQHG�PXOWL�SDUW\�FRPSHWLWLRQ�DQG�WRR�PXFK�HPSKDVLV�RQ

SROLWLFDO�DQG�FLYLO�ULJKWV�WHQG�WR�GHVWDELOLVH�HYHQ�GHPRFUDF\�LWVHOI�

<HW�EHORZ�ZH�DUJXH�WKH�FRQWUDU\�SRVLWLRQ��WKDW�DOWKRXJK�¶GHPRFUDWLF�VWDWHV�VXIIHU�IURP�FRQIOLFWV�MXVW

DV� RWKHUV� GR�� DQG� WKH� SUHVHQFH� RI� GHPRFUDF\� LV� QR� JXDUDQWHH� RI� D� VRFLHW\�ZLWKRXW�SROLWLFDO� YLROHQFH«

GHPRFUDWLF� VRFLHWLHV� WHQG� WR� GHYHORS� WKH� LQVWLWXWLRQV�� UHVRXUFHV� DQG� IOH[LELOLW\�� LQ� WKH� ORQJ� WHUP�� WR

SHDFHIXOO\�PDQDJH�WKHVH�NLQGV�RI�FRQIOLFW·��,'($�����������

                                                
�� 7KRXJK�WKHVH�WHUPV�DUH�FRQWHVWHG�E\�WKRVH�ZKR�DUJXH�WKDW�WKH�LQWHUQDWLRQDO�GLPHQVLRQ�LV�D�FUXFLDO�IHDWXUH�RI

PRVW�¶LQWHUQDO·�FRQIOLFW��5DPVERWKDP�DQG�:RRGKRXVH�������.DOGRU�������
�� 0RUH� WKDQ� WKUHH�TXDUWHUV�RI�DOO�ZDUIDUH�VLQFH�:RUOG�:DU�,,�KDV�EHHQ�RI�DQ� LQWHUQDO�QDWXUH��DQG�PRVW�RI� WKH

ODWWHU�KDV�EHHQ�¶LGHQWLW\�EDVHG·��DOWKRXJK�&ROG�:DU�SHUFHSWLRQV�DQG�SULRULWLHV�KDYH�ORQJ�FORXGHG�WKLV�UHDOLW\�
�� 7KHLU�SULQFLSDO�IRFXV�ZDV�QRW�GHPRFUDF\�SHU�VH��EXW�WKH�WHQGHQF\�RI�SROLWLFDO�SDUWLFLSDWLRQ�WR�RYHUZKHOP�ZHDN

SROLWLFDO� LQVWLWXWLRQV� LQ� GHYHORSLQJ� FRXQWULHV�� DQ� DFDGHPLF� SRVLWLRQ� ZKLFK� ZDV� UHDGLO\� DGRSWHG� WR� OHJLWLPLVH
:HVWHUQ�VXSSRUW�IRU�LQVWLWXWLRQ�EXLOGLQJ�E\�DXWKRULWDULDQ�JRYHUQPHQWV��&UXLVH�2·%ULHQ�������/H\V�������

�� 7KH�PHVVDJH��KRZHYHU��LV�VXEWO\�GLIIHUHQW�IURP�WKH�WKHRULVWV�RI�SROLWLFDO�RUGHU��LQ�WKDW�GHPRFUDWLF�JRYHUQDQFH�LV
WDNHQ�DV� WKH� VWDUWLQJ�SRLQW�� DQG� WKH� LVVXH� IRU� FRQVLGHUDWLRQ� LV�ZKDW� IRUPV� RI� GHPRFUDWLF� UXOH� �H�J�� GRPLQDQW
SDUW\�V\VWHPV��VWDEOH�PXOWL�SDUW\�FRDOLWLRQV�HWF���ZLWK�ZKDW�UHVWULFWLRQV�RQ�GHPRFUDWLF�SROLWLFV�DUH�PRVW�OLNHO\�WR
SURGXFH� D� VWDEOH� SROLWLFDO� HQYLURQPHQW� IRU� GHYHORSPHQW�� 6HH�:KLWH� ������� IRU� D� PRUH� DJQRVWLF� DQG� VXEWOH
VWDWHPHQW�RI�VLPLODU�DUJXPHQWV�



��

7R�EH�VXUH��QHLWKHU�GHPRFUDF\�QRU�GHPRFUDWLVDWLRQ�DUH�ZLWKRXW�FRQWUDGLFWLRQV��,Q�DV�PXFK�DV�WKH\

HQWDLO�WKH�UHGLVWULEXWLRQ�RI�SRZHU�WKH\�GR�LQGHHG�KDYH�DQ�LQKHUHQW�SRWHQWLDO�IRU�FRQIOLFW��DV�UHGLVWULEXWLRQ

ZLOO� XVXDOO\�EH� UHVLVWHG� E\� WKRVH� LQ� SRZHU��%XW� GHPRFUDF\� FDQ� DOVR�EH� XQGHUVWRRG� DV� D� V\VWHP� IRU� WKH

SHDFHIXO�PDQDJHPHQW�RI�FRQIOLFWV��,W�SURYLGHV�D�QRQ�YLROHQW�PHWKRG�IRU�VHOHFWLQJ�UXOHUV��D�IRUXP�WKURXJK

ZKLFK�FRQIOLFWV�RYHU�UHVRXUFHV�RU�RWKHU�LVVXHV�FDQ�EH�GHEDWHG�DQG�WKURXJK�ZKLFK�GLIIHUHQW�YLHZSRLQWV�FDQ

EH� UHSUHVHQWHG�� DQG� DQ� RSSRUWXQLW\� IRU� LQFOXVLYH� SDUWLFLSDWLRQ�� ,Q� PDNLQJ� WKH� DUJXPHQW�� ZH� SXW� WKH

HPSKDVLV�DV�PXFK�RQ�GHPRFUDWLF�SROLWLFV�DV�RQ�LQVWLWXWLRQV��DV�PXFK�RQ�VXEVWDQWLYH�GHPRFUDWLVDWLRQ�DV�RQ

IRUPDO�GHPRFUDWLF�UXOHV��DQG�HYHQ�PRUH�RQ�ERWWRP�XS�LQWHJUDWLYH�VRFLDO�SURFHVVHV� WKDQ�RQ� LQVWLWXWLRQDO

DJUHHPHQWV�DUWLILFLDOO\�LPSRVHG�IURP�DERYH�

7KH� FRQGXFW� RI� GHPRFUDWLF� SROLWLFV� FDQ� EH� FKDUDFWHULVHG� LQ� WHUPV� RI� WKH� UHYHUVDO� RI� &ODXVHZLW]·V

GLFWXP�� WKDW� LV�� ¶3ROLWLFV� LV� WKH� SURVHFXWLRQ� RI� ZDU� E\� RWKHU� PHDQV·� �6DUWRUL� ������ ����� 6XFK� D

FKDUDFWHULVDWLRQ�VXJJHVWV�WKDW� WKH�UHVROXWLRQ�RI�FRQIOLFW� LV�EHVW�VRXJKW�RQ�DQ� ¶RUDWRULFDO�EDWWOHJURXQG·� LQ

SHDFHIXO��QRQ�YLROHQW�SURFHGXUHV�VXFK�DV�FRYHQDQWV��SDUOLDPHQWV��DQG�FRXUWV���XQOLNH�WKH�ZDUOLNH�DSSURDFK

WR�SROLWLFV� WKURXJK�ZKLFK� ¶IRUFH�PRQLWRUV�SHUVXDVLRQ��PLJKW�HVWDEOLVKHV� ULJKW�� DQG� FRQIOLFW� UHVROXWLRQ� LV

VRXJKW�LQ�WKH�GHIHDW�RI�WKH�HQHP\�·��LELG��

7KXV�GHPRFUDWLF�LQVWLWXWLRQV�VKRXOG�LQ�SULQFLSOH�EH�FDSDEOH�RI�KDQGOLQJ�LGHQWLW\�EDVHG�FRQIOLFWV��HYHQ

ZKHQ�WKH\�DUH�FKDUDFWHULVHG�E\�H[WUHPH�YLROHQFH��$V�+RURZLW]������������DUJXHV��¶WKHUH�LV�QR�FDVH�WR�EH

PDGH�IRU�WKH�IXWLOLW\�RI�GHPRFUDF\�RU�WKH�LQHYLWDELOLW\�RI�XQFRQWUROOHG�FRQIOLFW��(YHQ�LQ�WKH�PRVW�VHYHUHO\

GLYLGHG�VRFLHW\��WLHV�RI�EORRG�GR�QRW�OHDG�LQHOXFWDEO\�WR�ULYHUV�RI�EORRG·��6LPLODUO\��%RVH�VXJJHVWV�WKDW�WR

HQGRUVH�WKH�FODLP�WKDW�SOXUDO�VRFLHWLHV�DUH�LQFRPSDWLEOH�ZLWK�GHPRFUDWLF�YDOXHV�

VHHPV� WR� LPSO\� WKDW� ¶SOXUDO� VRFLHWLHV·� WKH� ZRUOG� RYHU� DUH� FRQGHPQHG� WR� DQ� XQGHPRFUDWLF� IXWXUH

VLPSO\� EHFDXVH� RI� WKHLU� SOXUDO� FRPSRVLWLRQ�� ,I� WKLV� LV� FRUUHFW�� LW� ZRXOG� DSSHDU� WKDW� GHPRFUDWLF

DVSLUDWLRQV�DUH�D�IXWLOH�IDQWDV\�IRU�WKH�YDVW�PDMRULW\�RI�KXPDQNLQG��%RVH�����������

,W� LV� XQUHDOLVWLF� WR� H[SHFW� GHPRFUDF\� WR� UHVROYH� DOO� VXFK� FRQIOLFWV�� %XW� LW� VKRXOG� EH� DEOH� WR� WUDQVIRUP

HQHPLHV�LQWR�DGYHUVDULHV�DQG�YLROHQW�VWUXJJOH�LQWR�GHEDWH��FRQWHVWDWLRQ�DQG�FRPSHWLWLRQ��'HPRFUDF\�FDQ

PDNH�D�YLUWXH�RI�SOXUDO�V\VWHPV�E\�SURYLGLQJ�D�IUDPHZRUN�WKURXJK�ZKLFK�FURVV�FXWWLQJ�VRFLDO�DQG�HWKQLF

FOHDYDJHV� FDQ�EDODQFH� HDFK�RWKHU� DQG� WKURXJK�ZKLFK� JULHYDQFHV� DQG� GLVFRQWHQWV� FDQ� EH� H[SUHVVHG� DQG

VRPHWLPHV�UHFWLILHG��,QGLD�FRXOG�EH�VDLG�WR�EH�WR�EH�D�OLYLQJ�H[DPSOH�RI�WKLV�SRLQW��DOWKRXJK�LGHQWLW\�EDVHG

SROLWLFV�KDYH�JURZQ�LQ�LPSRUWDQFH�LQ�UHFHQW�\HDUV��WKH�VXUYLYDO�RI�GHPRFUDF\�LQ�D�YHU\�SRRU�FRXQWU\�FDQ

EH�H[SODLQHG�ERWK�E\�DQ�DFWLYH�FLYLO�VRFLHW\�DQG�E\�WKH�P\ULDG�RI�FURVV�FXWWLQJ�VRFLDO��UHOLJLRXV��UHJLRQDO�

FDVWH��DQG�OLQJXLVWLF�OR\DOWLHV��0DQRU�DQG�6HJDOO�����������

%XW� RQH� VKRXOG� QRW� WKHUHIRUH� DVVXPH� WKDW� GHPRFUDFLHV� DUH� LPPXQH� WR� YLROHQW� FRQIOLFW�� QRU� WKDW

GHPRFUDWLVDWLRQ��HVSHFLDOO\�ZKHQ�PLVPDQDJHG��FDQQRW�LWVHOI�WULJJHU�VXFK�FRQIOLFW��7ZR�RI�WKH�FRXQWULHV�LQ

ZKLFK�SROLWLFDO�YLROHQFH�KDV�EHHQ�PRVW�V\VWHPDWLF��SURWUDFWHG�DQG�UHVLVWDQW�WR�VHWWOHPHQW��6UL�/DQND�DQG

&RORPELD�� KDSSHQ� WR� EH� ORQJ�VWDQGLQJ� GHPRFUDFLHV�� ZKHUH� WKHUH� DUH� PXOWLSDUW\� HOHFWLRQV�� YRFDO

OHJLVODWXUHV�DQG��LQ�WKHRU\�DW�OHDVW��FRQVWLWXWLRQDO�DQG�OHJDO�SURWHFWLRQV�IRU�KXPDQ�ULJKWV��6HQHJDO��ZKLFK



��

KDV�D�ORQJHU�WUDFN�UHFRUG�RI�GHPRFUDF\�WKDQ�DOO�RWKHU�$IULFDQ�FRXQWULHV�EDU�%RWVZDQD�DQG�0DXULWLXV��KDV

EHHQ�XQDEOH� WR�UHVROYH�DQ� LQVXUUHFWLRQ� LQ�&DVDPDQFH�ZKLFK�KDV�VPRXOGHUHG�VLQFH� WKH�PLG�����V��,QGLD

DQG� WKH� 8.�� ERWK� SDUDGLJPDWLF� OLEHUDO� GHPRFUDFLHV� LQ� PRVW� RWKHU� UHVSHFWV�� KDYH� GLVPDO� UHFRUGV� RI

PDQDJLQJ�FRQIOLFW� LQ�.DVKPLU�DQG�3XQMDE�DQG� LQ�1RUWKHUQ� ,UHODQG� UHVSHFWLYHO\��7KHVH�DUHDV�KDYH�EHHQ

JRYHUQHG� IRU� ORQJ� SHULRGV� XQGHU� GHFODUHG� RU� GH� IDFWR� VWDWHV� RI� HPHUJHQF\�� ZLWK� D� VXEVWDQWLDO� PLOLWDU\

SUHVHQFH�DQG�FXUEV�RQ�FLYLO�DQG�SROLWLFDO�ULJKWV�

0RUHRYHU�� WKH� JOREDO� VSUHDG� RI� GHPRFUDF\� KDV� SURYHQ�PRUH� FRQIOLFWXDO� WKDQ� DQ\RQH� FRXOG� KDYH

LPDJLQHG�ZKHQ� LW�EHJDQ��7KH�FROODSVH�RI�FRPPXQLVW� UHJLPHV� LQ�(DVWHUQ�(XURSH�DQG�WKH�IRUPHU�6RYLHW

8QLRQ� DQG� RI� SDWULPRQLDO� GLFWDWRUVKLSV� LQ� $IULFD�� RSHQHG� WKH� ZD\� WR� WKH� HVWDEOLVKPHQW� RI� IOHGJOLQJ

GHPRFUDFLHV� LQ� VRPH� FRXQWULHV�� %XW� LQ�PDQ\� RWKHUV� LW�PHUHO\� LQWURGXFHG�PRUH� GHFHQWUDOLVHG� IRUPV� RI

RSSUHVVLRQ�DQG�DUPHG�FRQIOLFW��0RUHRYHU��PLVFRQFHLYHG�HIIRUWV�E\�:HVWHUQ�SRZHUV�WR�IRUFH�WKH�SDFH�RI

HFRQRPLF� DQG�SROLWLFDO� OLEHUDOLVDWLRQ�KDYH� IUHTXHQWO\� EHHQ�EODPHG� �DV� LQ�5ZDQGD�� IRU� WKH� HVFDODWLRQ� RI

SROLWLFDO�YLROHQFH��:RRGZDUG�������

<HW�DV�&ODXGH�$NH�����������KDV�DUJXHG��WKH�SUREOHP�PD\�QRW�EH�ZLWK�GHPRFUDF\�DV�VXFK��EXW�ZLWK

KRZ�LW�KDV�EHHQ�LQWURGXFHG��LQFOXGLQJ�WKH�IDLOXUH�WR�DQWLFLSDWH�WKH�VSRLOLQJ�WDFWLFV�RI�IRUPHU�EHQHILFLDULHV

RI�QRQ�GHPRFUDWLF�JRYHUQDQFH�

¶'HPRFUDWLVDWLRQ·� KH� DUJXHV� ¶PD\� EH� VDLG� WR� KDYH� VRPH� FRQIOLFW� SRWHQWLDO�� VLQFH� LW� HQWDLOV

UHGLVWULEXWLRQ� RI� SRZHU� ZKLFK� LV� LQYDULDEO\� UHVLVWHG� E\� WKRVH� LQ� SRZHU�«� >%XW@� ZK\� VKRXOG� WKH

EXUGHQ�RI�FRQIOLFW�OLH�RQ�WKRVH�ZKR�DUH�HQJDJHG�LQ�HPDQFLSDWRU\�VWUXJJOHV�IRU�SDUWLFLSDWLRQ�DQG�D�MXVW

RUGHU"�:K\�VKRXOG�LW�QRW�UDWKHU�OLH�RQ�WKRVH�ZKR�DJJUHVVLYHO\��DQG�RIWHQ�YLROHQWO\��GHQ\�RWKHUV�WKHLU

HQWLWOHPHQWV"

1HYHUWKHOHVV��WKH�UHODWLRQVKLS�EHWZHHQ�GHPRFUDF\�DQG�FRQIOLFW�LV�FOHDUO\�IDU�IURP�VLPSOH��+HQFH��WKHUH�LV

OLWWOH� SRLQW� FRQWLQXLQJ� SROHPLFDO� GLVSXWHV� DERXW� ZKHWKHU� GHPRFUDF\� SURPRWHV� FRQIOLFW� RU� UHVROYHV� LW�

5DWKHU��ZH�VKDOO�FRQFHQWUDWH�RQ�LGHQWLI\LQJ�WKH�FRQGLWLRQV�IRU�UHDOLVLQJ�GHPRFUDF\·V�SRWHQWLDO�DV�D

V\VWHP�IRU�WKH�SHDFHIXO�PDQDJHPHQW�RI�FRQIOLFWV��DQG�LQ�SDUWLFXODU�LGHQWLW\�EDVHG�FRQIOLFWV�

7R� GR� VR�� KRZHYHU�� ZH� UHTXLUH� VRPH� XQGHUVWDQGLQJ�� ERWK� �D�� RI� WKH� KLVWRULFDO� FRQWH[W� LQ� ZKLFK

FRQWHPSRUDU\�DUPHG�FRQIOLFWV�KDYH�DULVHQ�� LQFOXGLQJ�VRPH�RI�WKH�SHUWLQHQW�GLIIHUHQFHV�DPRQJ�FRQIOLFWV�

DQG� �E�� RI� ZKDW�� LI� DQ\WKLQJ�� KDV� LQFUHDVHG� WKH� VDOLHQFH� RI� LGHQWLW\�EDVHG� FRQIOLFWV� DQG� PDGH� WKHP� D

SDUWLFXODU�SUREOHP�IRU�GHPRFUDF\��2QO\�WKHQ�FDQ�ZH�EHJLQ� WR�FRQVLGHU�PRUH�SUHFLVHO\�KRZ�GHPRFUDWLF

LQVWLWXWLRQV�DQG�SROLWLFV�FDQ�FUHDWH�VXVWDLQDEOH�DOWHUQDWLYHV�WR�SROLWLFDO�YLROHQFH�

E��&ULVHV�LQ�3ROLW LFDO�$XWKRULW\� �'HPRFUDWLVDWLRQ�DQG�&RQIOLFW

5HFHQW�DQDO\VHV�RI�¶QHZ�ZDUV·�RU�¶SRVW�PRGHUQ�FRQIOLFWV·��.DOGRU�DQG�9DVKHH�������.DOGRU�������'XIILHOG

������FRQQHFW�WKHP�WR�JOREDOLVDWLRQ�SURFHVVHV�ZKLFK�VLPXOWDQHRXVO\�XQGHUPLQH�QDWLRQ�VWDWHV�DQG�UHVXOW�LQ

WKH�SROLWLFLVDWLRQ�RI�WKUHDWHQHG�FXOWXUDO��HWKQLF�DQG�FXOWXUDO�LGHQWLWLHV��DERYH�DOO��LQ�WKH�QRQ�:HVWHUQ�ZRUOG�

2XU� IRFXV� ZLOO� EH� VOLJKWO\� QDUURZHU�� XSRQ� FULVHV� LQ� SROLWLFDO� DXWKRULW\�� ZKLFK� DUH� RIWHQ� OLQNHG� WR



��

JOREDOLVDWLRQ��EXW�ZKRVH�FDXVHV�DUH�WRR�FRPSOH[�WR�EH�H[SODLQHG�E\� WKH� ODWWHU�RQ� LWV�RZQ����2XU�FHQWUDO

DUJXPHQW� ZLOO� EH� WKDW� IDU� IURP� EHLQJ� WKH� SURGXFW� RI� GHPRFUDF\�� YLROHQW� FRQIOLFWV� JHQHUDOO\� UHIOHFW� LWV

DEVHQFH�RU�IDLOXUH���HYHQ�LQ�WKRVH�FDVHV�ZKHUH�DWWHPSWV�WR�LQWURGXFH�GHPRFUDF\�KDYH�EHHQ�WKH�DSSDUHQW

WULJJHU�IRU�YLROHQFH�

)ROORZLQJ�WKH�GLVWLQFWLRQV�PDGH�HDUOLHU�LQ�7DEOH����ZH�GLVWLQJXLVK�EHWZHHQ�WKUHH�PDLQ�VLWXDWLRQV� LQ

ZKLFK� FULVHV� LQ� SROLWLFDO� DXWKRULW\� EHFDPH� DVVRFLDWHG� ZLWK� YLROHQW� SROLWLFDO� FRQIOLFW�� �D�� GXULQJ� WKH

GHOHJLWLPLVDWLRQ�RI�DXWKRULWDULDQ�UXOH���E��ZKHQ�GHPRFUDWLF�LQVWLWXWLRQV�WKHPVHOYHV�KDYH�IDLOHG�WR�SURGXFH

GHPRFUDWLF�SROLWLFV�FRQGXFLYH�WR�WKH�SHDFHIXO�VHWWOHPHQW�RI�FRQIOLFW���F��ZKHQ�YLROHQFH�LWVHOI�KDV�EHHQ�VR

HPEHGGHG�E\�SURWUDFWHG�FRQIOLFW�WKDW�LW�KDV�UHZULWWHQ�WKH�UXOHV�DQG�SUDFWLFHV�RI�SROLWLFV�

L� �'HOHJLWLPLVDWLRQ�RI�$XWKRULWDULDQ�5XOH

0RVW�FRQWHPSRUDU\�DUPHG�FRQIOLFWV��HVSHFLDOO\�WKRVH�RI�WKH�SRVW�&ROG�:DU�HUD��FDQ�EH�WUDFHG�EDFN�GLUHFWO\

RU� LQGLUHFWO\� WR� IDLOXUHV� RI� JRYHUQDQFH� �&OLIIH� DQG� /XFNKDP� ������� DERYH� DOO� XQGHU� ¶LQFRPSHWHQW�

SDURFKLDO��IUDJLOH��DQG�DXWKRULWDULDQ�JRYHUQPHQWV�WKDW�IDLO�WR�VDWLVI\�EDVLF�QHHGV·��$]DU�HW�DO�������������7R

EH� VXUH�� VWURQJ� DXWKRULWDULDQ� JRYHUQPHQWV� PD\� EH� DEOH� WR� VXSSUHVV�� RU� HYHQ� DFFRPPRGDWH�� LQFLSLHQW

FRQIOLFWV�RYHU� ORQJ�SHULRGV�RI� WLPH��%XW�RXU�DUJXPHQW� LV� WKDW� LW� LV�DW�PRPHQWV�RI� WUDQVLWLRQ�ZKHQ�QRQ�

GHPRFUDWLF�UHJLPHV�EHJLQ�WR�IDOWHU���RIWHQ�DV�D�UHVXOW�RI�WKHLU�LQWHUQDO�IUDFWXUHV�DV�ZHOO�DV�H[WHUQDO�SUHVVXUHV

IRU�FKDQJH���WKDW�WKH�SUREDELOLW\�RI�YLROHQFH�LQFUHDVHV�

,Q�WKH�EHVW�RI�FLUFXPVWDQFHV�GHPRFUDWLVDWLRQ�PD\�VXFFHHG�LQ�RFFXS\LQJ�WKH�SROLWLFDO�VSDFH�RSHQHG

XS�E\�WKH�UHWUHDW�RI�DXWKRULWDULDQ�HOLWHV��%XW�WKDW�VSDFH�PD\�LQVWHDG�EH�UH�RFFXSLHG�E\�YLROHQFH��HLWKHU�WKDW

RI�WKRVH�ZKR�IHDU�WKHLU�ORVV�RI�SRZHU��RU�WKDW�RI�WKHLU�RSSRQHQWV�ZKR�WXUQ�WR�YLROHQFH�EHFDXVH�WKH\�ODFN

PRUH� OHJLWLPDWH�PHDQV�RI�H[SUHVVLQJ�WKHLU�SROLWLFDO�GHPDQGV��6XFK�YLROHQFH�PD\�RYHUWDNH� WKH� WUDQVLWLRQ

IURP� WKH� YHU\� VWDUW�� DV� LQ�$QJROD��%RVQLD�� WKH�&RQJR�RU� 6RPDOLD�� ,W�PD\� GR� VR� VRRQ� DIWHU� GHPRFUDWLF

LQVWLWXWLRQV� KDYH� EHHQ� LQWURGXFHG� DV� LQ� 6LHUUD� /HRQH�� 2U� LW� PD\� GR� VR� ZKHQ� VXFK� LQVWLWXWLRQV� IDLO� WR

DGGUHVV�WKH�IHDUV�RI�SROLWLFDOO\�H[FOXGHG�JURXSV��DV�LQ�1RUWKHUQ�8JDQGD�

,Q�VXP��WKH�FRQGLWLRQV�ZKLFK�SDYH�WKH�ZD\�WR�GHPRFUDF\�VRPHWLPHV�DOVR�LQFUHDVH�WKH�ULVN�RI

YLROHQW� SROLWLFDO� FRQIOLFW�� +HQFH� WKH� SROLWLFDO� DQG� LQVWLWXWLRQDO� FKRLFHV� WKDW� DUH� PDGH� GXULQJ

SHULRGV� RI� WUDQVLWLRQ� DUH� FUXFLDO� DQG� FDQ� PDNH� DOO� WKH� GLIIHUHQFH� EHWZHHQ� WKH� FRQVROLGDWLRQ� RI

GHPRFUDF\�DQG�UHJUHVVLRQ�WR�QRQ�GHPRFUDWLF�UXOH�DQG�FRQIOLFW�

L L� �)DLOXUHV�RI�'HPRFUDWLF�,QVWLWXWLRQV�7KHPVHOYHV

,Q�WKH�UHDO�ZRUOG�RI�SROLWLFV��GHPRFUDFLHV�GR�QRW�DOZD\V�IXOILO�WKH�H[SHFWDWLRQ�WKDW�WKH\�VKRXOG�EH�EHWWHU�DW

UHVROYLQJ�FRQIOLFW��6RPHWLPHV�WKH\�PD\�HYHQ�DJJUDYDWH�LW��<HW�WKLV�QHHG�QRW�GLVFUHGLW�GHPRFUDF\�DV�VXFK��LI

LW� LV�WKH�ODFN�RI�GHPRFUDWLF�SROLWLFV�ZLWKLQ�IRUPDO�RU�IDoDGH�GHPRFUDFLHV�WKDW�LV�WKH�URRW�RI�WKH�SUREOHP

�VHH�WKH�GLVFXVVLRQ�LQ�6HFWLRQ�,,�DERYH���*RYHUQPHQWV�PD\�IDLO� WR�UHVSRQG�WR�WKH�GHPDQGV�RI�H[FOXGHG

                                                
�� 6HH�WKH�GLVFXVVLRQ�RI�WKH�RULJLQV�RI�FRQIOLFW�LQ�D�VHSDUDWH�SDSHU��.DOGRU�DQG�/XFNKDP�¶1HZ�)RUPV�RI�&RQIOLFW·

�IRUWKFRPLQJ��
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DQG�SRWHQWLDOO\�YLROHQW�JURXSV��RU�WR�SURWHFW�WKHLU�FLWL]HQV�IURP�YLROHQFH��LQFOXGLQJ�WKDW�RI�DJHQWV�RI�WKH

VWDWH���2U�WKH\�PD\�EH�LQ�SDZQ�WR�VSHFLDO� LQWHUHVWV�ZLWK�QR�LQWHUHVW�LQ�SROLWLFDO�FRPSURPLVH��VXFK�DV�WKH

H[�FRPPXQLVW� QRPHQFODWXUD� LQ� SDUWV� RI� (DVWHUQ� (XURSH�� RU� WKH� PLOLWDU\�EXVLQHVV� PDILDV� WKDW� KDYH

¶FDSWXUHG·�GHPRFUDWLF�LQVWLWXWLRQV�LQ�VRPH�$IULFDQ�DQG�/DWLQ�$PHULFDQ�VWDWHV��7KXV��WKHUH�PLJKW�VWLOO�EH�D

VWURQJ�SULPD�IDFLH�FDVH�IRU�GHPRFUDWLF�UHIRUP�WR�JLYH�DOO�FLWL]HQV�� LQFOXGLQJ�PLQRULWLHV��D�VWDNH� LQ�SROLWLFDO

RXWFRPHV��DQG�WR�HQVXUH�WKDW�HOHFWHG�JRYHUQPHQWV�KDYH�WKH�OHJLWLPDF\�DQG�FDSDFLW\�WR�JRYHUQ��PDLQWDLQ

RUGHU�DQG�UHJXODWH�FRQIOLFW�

+RZHYHU��PRUH�WURXEOLQJ�TXHVWLRQV�DULVH�DERXW�WKH�UHOHYDQFH�RI�GHPRFUDF\� WR� WKH�PDQDJHPHQW�RI

FRQIOLFW�ZKHUH�HVWDEOLVKHG�GHPRFUDFLHV�KDYH�IDLOHG�WR�SUHYHQW�WKH�HVFDODWLRQ�RI�FRQIOLFW�RU�VHHP�LQFDSDEOH

RI�EULQJLQJ�LW�WR�DQ�HQG�DV�LQ�6UL�/DQND��&RORPELD��RU��XQWLO�UHFHQWO\��1RUWKHUQ�,UHODQG��,Q�WKHVH�FDVHV�LW�LV

RIWHQ� DUJXHG� WKDW� WKH� PDLQ� SUREOHP� LV� ZLWK� SDUWLFXODU� IRUPV� RI� GHPRFUDWLF� FRQWHVWDWLRQ�� QRWDEO\

PDMRULWDULDQ� ¶ZLQQHU�WDNHV�DOO·� LQVWLWXWLRQV�� 7KHVH� DUH� DOOHJHGO\� RSHQ� WR� DEXVH� E\� SRSXOLVW� SROLWLFLDQV� LQ

SOXUDO� VRFLHWLHV�� HQFRXUDJH� HWKQR�QDWLRQDO� SROLWLFV�� DQG� JLYH� PLQRULWLHV� OLWWOH� VWDNH� LQ� GHPRFUDWLF

LQVWLWXWLRQV��:H�VKDOO�UHWXUQ�WR�WKHVH�DUJXPHQWV�ODWHU�

2WKHUV��KRZHYHU�� KDYH� FRQWHQGHG� WKDW� WKH�SUREOHPV�ZLWK�GHPRFUDF\� DUH� HYHQ�PRUH� IXQGDPHQWDO�

6WHZDUW�DQG�2·6XOOLYDQ���������������IRU� LQVWDQFH��DUJXH�WKDW�6UL�/DQND·V�SRVW�LQGHSHQGHQFH�KLVWRU\�QRW

RQO\� UHIXWHV� WKH� VLPSOH� SURSRVLWLRQ� WKDW� GHPRFUDF\� DEDWHV� FRQIOLFW�� LW� VWDUNO\� LOOXVWUDWHV� WKH� OLPLWV� RI

FRQVWLWXWLRQDO� HQJLQHHULQJ�� &RQVWLWXWLRQDO� UHIRUPV� LQWURGXFHG� WR� EOXU� WKH� HGJHV� RI�PDMRULWDULDQ� SROLWLFV

DQG�HQFRXUDJH�SROLWLFDO�DOOLDQFHV�DFURVV�HWKQLF�ERXQGDULHV�PHUHO\�FUHDWHG�QHZ�UHFLSHV�IRU�FRQIOLFW��+HQFH�

WKH\� DUJXH�� FRQVWLWXWLRQDO� HQJLQHHULQJ� E\� LWVHOI� LV� QRW� HQRXJK�� ,W�PXVW� EH� VXSSRUWHG� E\�PRUH� LQFOXVLYH

SROLWLFV� �EXW�KRZ��RQH�PD\� DVN�� LI� QRW� WKURXJK� GHPRFUDWLF� SURFHVVHV� FDQ� WKH\� EH� LQWURGXFHG"��� DQG�E\

JRYHUQPHQW� SROLFLHV� ZKLFK� GLUHFWO\� DGGUHVV� WKH� UROH� RI� GLIIHUHQWLDO� UDWHV� RI� HFRQRPLF� DGYDQFHPHQW

EHWZHHQ�FRPPXQLWLHV�DQG�UHJLRQV�LQ�VKDSLQJ�LQWHU�HWKQLF�KRVWLOLWLHV�

L L L� �'HDOLQJ�ZLWK�WKH�3ROLWLFDO �DQG�,QVWLWXWLRQDO�/HJDFLHV�RI�9LROHQFH�$IWHU

&RQIOLFW

$� PDMRU� UHDVRQ� ZK\� FRQVWLWXWLRQDO� UHIRUP� SHU� VH� VHHPV� WR� KDYH� KDG� VR� OLWWOH� LPSDFW� LQ� FRQIOLFW�WRUQ

VRFLHWLHV�OLNH�6UL�/DQND��LV�WKDW�SROLWLFDO�YLROHQFH�DV�VXFK�RIWHQ�EULQJV�DERXW�IXQGDPHQWDO�WUDQVIRUPDWLRQV

LQ� WKH� UXOHV� DQG� SUDFWLFHV� RI� SROLWLFV�� QRUPDOLVLQJ� YLROHQFH� LWVHOI� DV� D� ZD\� RI� DOORFDWLQJ� SRZHU� DQG

UHVRXUFHV�� LQFUHDVLQJ� WKH�SROLWLFDO�ZHLJKW�RI� WKRVH�ZKR� FRQWURO� WKH�PHDQV�RI� YLROHQFH� �EH� WKH\�PLOLWDU\

PHQ�� VHFXURFUDWV�� JXHUULOODV� RU� ZDUORUGV��� VKDUSHQLQJ� SRODULVDWLRQ� EHWZHHQ� SROLWLFDOO\� RSSRVHG� JURXSV�

UHGXFLQJ� WKH� OHJLWLPDF\� DQG� HIIHFWLYHQHVV� ERWK� RI� WKH� VWDWH� DQG� RI� GHPRFUDWLF� LQVWLWXWLRQV�� DQG� HYHQ

IRUFLQJ�WKH�GLVDSSHDUDQFH�RI�WKH�VWDWH�LWVHOI�DV�LQ�6RPDOLD��7KHVH�OHJDFLHV�GR�QRW�XVXDOO\�GLVDSSHDU�ZKHQ

FRQIOLFWV� DUH� ¶WHUPLQDWHG·�� DQG� LQGHHG� WHQG� WR� UH�LJQLWH� FRQIOLFWV� DJDLQ� DQG� DJDLQ�� DV� LQ� &RORPELD�� WKH

6XGDQ��%RVQLD�RU�WKH�&RQJR�

7KH�FLUFXPVWDQFHV�LQ�ZKLFK�FRQIOLFWV�DUH�EURXJKW�WR�DQ�HQG�DOVR�PDNH�D�GLIIHUHQFH��,I�FRQIOLFWV�DUH

WHUPLQDWHG�WKURXJK�QHJRWLDWLRQ��DV�LQ�6RXWK�$IULFD��0R]DPELTXH�RU�(O�6DOYDGRU���VRPH�RQXV�LV�SODFHG�RQ
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ERWK� VLGHV� WR� VFDOH� GRZQ� WKHLU� LQLWLDO� SROLWLFDO� GHPDQGV� DQG� HQJDJH� LQ� VRPH� IRUP� RI� SRZHU�VKDULQJ�

ZKHWKHU�RU�QRW�WKH�ODWWHU�LV�ZULWWHQ�LQWR�WKH�ILQDO�FRQVWLWXWLRQDO�VHWWOHPHQW��%XW�RXWULJKW�YLFWRU\�E\�RQH�RI

WKH�FRQWHQGLQJ�SDUWLHV�JLYHV�PRUH�ODWLWXGH�WR�WKH�YLFWRU�WR�UHZULWH�WKH�UXOHV�RI�WKH�SROLWLFDO�JDPH��,I�WKLV

RSSRUWXQLW\�LV�XVHG�ZLVHO\��SULRULW\�ZLOO�DOVR�EH�JLYHQ�WR�UHLQFRUSRUDWLQJ�DQG�FRQFLOLDWLQJ�WKH�ORVHUV���DV�LQ

1LJHULD�DIWHU�WKH�&LYLO�:DU�DQG�PRUH�DUJXDEO\�(WKLRSLD�IROORZLQJ�WKH�IDOO�RI�WKH�'HUJ��EXW�QRW�LQ�.RVRYR�

GHVSLWH�DOO�WKH�HIIRUWV�RI�WKH�LQWHUQDWLRQDO�FRPPXQLW\�

,Q� HLWKHU� VLWXDWLRQ� SHDFH�EXLOGLQJ� UHTXLUHV� FRPSURPLVH� DPRQJ� WKH� ZDUULQJ� SDUWLHV� DQG� WKH

UHVWRUDWLRQ�RI�WKH�VWDWH·V�DXWKRULW\�DQG�FDSDFLW\�WR�SURYLGH�EDVLF�VHUYLFHV�LQFOXGLQJ�SK\VLFDO�VHFXULW\��7KXV�

)DXVWLDQ�EDUJDLQV�DUH�RIWHQ�HQWHUHG� LQWR�XQGHU�ZKLFK�H[�GLFWDWRUV��ZDUORUGV�RU� OLEHUDWLRQ�ILJKWHUV�VHFXUH

LPPXQLW\�IURP�SURVHFXWLRQ��RU�HYHQ��DV�LQ�%RVQLD��&DPERGLD��/LEHULD�DQG�6LHUUD�/HRQH��DVVXPH�SRVLWLRQV

RI� SROLWLFDO� DXWKRULW\�� (YHQ� VR�� GHPRFUDWLVDWLRQ� UHPDLQV� FUXFLDO� WR� LQVWLWXWLRQDOLVH� VXFK� FRPSURPLVHV�

UHOHJLWLPLVH�WKH�VWDWH��DQG�SUHYHQW�IXUWKHU�UHFRXUVH�WR�YLROHQFH�

7KH�FHQWUDO�GLOHPPD�RI�VXFK�VLWXDWLRQV�UHPDLQV�WKDW�WKH�FRQFHVVLRQV�PDGH�WR�WKH�PHQ�DQG�ZRPHQ�RI

YLROHQFH�PD\�JLYH�WKHP�DQ�HIIHFWLYH�YHWR�RYHU�WKH�IXWXUH�RI�GHPRFUDF\����&DVHV�LQ�SRLQW�DUH�WKH�+XQ�6HQ

JRYHUQPHQW�LQ�&DPERGLD�DQG�WKH�7D\ORU�JRYHUQPHQW�LQ�/LEHULD��ERWK�RI�ZKLFK�KDYH�XVHG�WKHLU�FRQWLQXHG

FRQWURO� RI� WKH� PHDQV� RI� YLROHQFH� WR� LQWLPLGDWH� RSSRQHQWV� DQG� WKXV� SUHYHQW� DQ\� UHDO� GHPRFUDWLF

FRQWHVWDWLRQ�GHVSLWH�WKH�HVWDEOLVKPHQW�RI�WKH�IRUPDO�PXOWLSDUW\�GHPRFUDWLF�LQVWLWXWLRQV�

F��'R�,GHQWLW\�%DVHG�&RQIOLFWV�3RVH�3DUWLFXODU�'LIILFXOWLHV�IRU�'HPRFUDF\"

)RU�ORQJ�SHULRGV�RI�LWV�KLVWRU\�(XURSH�DQVZHUHG�WKH�TXHVWLRQ�RI�VWDWH�IRUPDWLRQ�WKURXJK�WKH�QDWLRQ�VWDWH

SDUDGLJP�� L�H��D�QDWLRQ� LV�D�FXOWXUDO�FRPPXQLW\� OLYLQJ�RQ�D�FRPPRQ�WHUULWRU\��DQG� LWV�VHOI�GHWHUPLQDWLRQ

UHTXLUHV�WKDW�LW�FUHDWH�LWV�RZQ�VWDWH��+RZHYHU��DV�0DPGDQL�QRWHV��GLVFXVVLRQV�RQ�$IULFDQ�FRQIOLFWV�IRUJHW

WKDW�

LQ�WKH�PDNLQJ�RI�QDWLRQ�VWDWHV��(XURSH�ZHQW�WKURXJK�DQ�HQWLUH�KLVWRU\�RI�HWKQLF�FOHDQVLQJ��:KHUH�LW

GLG� QRW�� LW� EUDQGHG� FXOWXUDO� PLQRULWLHV� DV� SHUPDQHQW� ¶QDWLRQDO� PLQRULWLHV·� DORQJVLGH� WKH� FXOWXUDO

PDMRULW\�DV�WKH�¶QDWLRQ·��>%XW@�RXU�UHDOLW\�LV�RI�PXOWL��DQG�QRW�XQL�FXOWXUDO�FRPPXQLWLHV«�LI�ZH�DUH�WR

DGRSW� WKH�SDUDGLJP�RI� D�QDWLRQ� FUHDWLQJ� VWDWH�� DUH�ZH�SUHSDUHG� WR� IROORZ�(XURSH� LQWR� D� IXWXUH� RI

HWKQLF�FOHDQVLQJ��RU�RQH�RI�HWKQLF�DSDUWKHLG"������������

0DQ\�DFDGHPLF�DQG�SROLF\�VWXGLHV�VWUHVV�WKH�LPPHQVH�GLIILFXOW\�RI�EXLOGLQJ�VWDWHV��OHW�DORQH�GHPRFUDFLHV�

LQ�PXOWL�HWKQLF� VWDWHV� LQ� WKH�(DVW� DQG� 6RXWK�� 6WDWHV�� LW� LV� DUJXHG�� DUH� LQ� MHRSDUG\� IURP� DUPHG� FRQIOLFWV

ZKRVH� ¶VWUXFWXUDO� URRW� FDXVHV·� DUH� WR� EH� IRXQG� LQ� SRZHU� VWUXJJOHV� EHWZHHQ� ¶GLIIHUHQW� LGHQWLW\� JURXSV·

�&RPPLVVLRQ� RI� WKH� (XURSHDQ� &RPPXQLWLHV� ������� $FFRUGLQJ� WR� WKH� ,QVWLWXWH� IRU� 'HPRFUDF\� DQG

(OHFWRUDO�$VVLVWDQFH��,'($����������VRPH����SHU�FHQW�RI�WKH�¶PDMRU�FRQIOLFWV·�WDNLQJ�SODFH�LQ�WKH�����V

KDG�D�FOHDU�LGHQWLW\�FRPSRQHQW�

                                                
�� ([FHSW� ZKHQ� WKH\� WKHPVHOYHV� KDYH� KDG� D� UHDO� FRPPLWPHQW� WR� PRUH� LQFOXVLYH� IRUPV� RI� SROLWLFV�� OLNH� WKH

OLEHUDWLRQ�PRYHPHQWV�LQ�6RXWK�$IULFD�RU�PXFK�PRUH�DUJXDEO\�(WKLRSLD�
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%XW�DUH�VFKLVPV�EHWZHHQ�GLIIHUHQW�QDWLRQDOLWLHV��UHOLJLRQV��HWKQLF�JURXSV�HWF��LQ�SOXUDO�VRFLHWLHV�UHDOO\

VR�GHHS�WKDW�GHPRFUDF\�FDQQRW�EULGJH�WKHP"�2U�DUH�WKH\�PRUH�IOH[LEOH�WKDQ�FRPPRQO\�VXSSRVHG��VR�WKDW

GHPRFUDWLF�SROLWLFV� FDQ� IRVWHU� UHFRQFLOLDWLRQ� DQG�GHPRFUDWLF� LQVWLWXWLRQV� FDQ� FUHDWH� LQFHQWLYHV� IRU� LQWHU�

JURXS�FRRSHUDWLRQ"

7KH�URRWV�DQG�G\QDPLFV�RI�LGHQWLW\�FRQIOLFWV�DUH�DQ�HQRUPRXVO\�FRPSOH[�DQG�GLVSXWHG�WRSLF��DQG�ZH

H[SORUH� WKHP� LQ�DQRWKHU�SDSHU����+HUH�ZH�FRQILQH�RXUVHOYHV� D� VHULHV�RI�EULHI�SURSRVLWLRQV� WR� JXLGH� WKH

DQDO\VLV�RI�GHPRFUDWLF�GHVLJQ�WKDW�IROORZV�

�� )LUVW�� WR� UHFRJQLVH� WKH� UROH� DQG� VLJQLILFDQFH� RI� GLIIHUHQW� LGHQWLWLHV� LQ� SURWUDFWHG� FRQIOLFWV� LV� QRW� WR

VXJJHVW�WKDW�VXFK�FRQIOLFWV�FDQ�EH�XQGHUVWRRG�DQG�DGGUHVVHG�VROHO\�LQ�WHUPV�RI�¶LGHQWLW\�SROLWLFV·��$V

5HQQHU� QRWHV�� WKH� IRFXV� RQ� ¶LGHQWLW\·� RIWHQ� DGGUHVVHV� ¶WKH� V\PSWRP� LQVWHDG� RI� WKH� URRW� RI� WKH

SUREOHP·� ������� ����� ZKHUH� FRQIOLFWV� DUH� LQ� DGGLWLRQ� SURSHOOHG� E\� ULYDOULHV� DPRQJ� SROLWLFDO� HOLWHV�

JOREDO�HFRQRPLF�GLVORFDWLRQV��XQHYHQ�GHYHORSPHQW��FRPSHWLWLRQ�IRU�VFDUFH�UHVRXUFHV��RU�LQWHUQDWLRQDO

LQWHUYHQWLRQ��VHH�DOVR�0D\DOO�DQG�6LPSVRQ�������

�� 2QH�VKRXOG�GLVWLQJXLVK�FDUHIXOO\�EHWZHHQ�LGHQWLW\�SROLWLFV�DV�D�SRWHQWLDO�FDXVH�RI�YLROHQW�FRQIOLFW�DQG

DV� D�ZLGHO\� XVHG� WHFKQLTXH� IRU�PRELOLVLQJ� JURXSV� DQG� LQGLYLGXDOV� IRU� FRQIOLFW��0DQ\� FRQWHPSRUDU\

FRQIOLFWV�KDYH�EHHQ�LGHQWLW\�FRQIOLFWV�RQO\�LQ�WKH�ODWWHU��PRELOLVDWLRQDO��VHQVH��WKRXJK�RI�FRXUVH�RQFH

HWKQLF�DQG�RWKHU�LGHQWLWLHV�DUH�PRELOLVHG��WKH\�FDQ�EHFRPH�SRZHUIXO�GHWHUPLQDQWV�RI�SROLWLFDO�YLROHQFH

LQ�WKHLU�RZQ�ULJKW���

�� ,Q�RXU�YLHZ��WKH�VWHUHRW\SLFDO�GLVWLQFWLRQ�EHWZHHQ�DQDO\VHV�VWUHVVLQJ�WKH�¶SULPRUGLDO·�URRWV�RI�LGHQWLW\

SROLWLFV�DQG�FRQIOLFWV�LQ�WKH�¶JLYHQV·�RI�NLQVKLS��FRPPXQLW\��WULEH��UHOLJLRQ�DQG�QDWLRQ�HWF���DQG�WKRVH

HPSKDVLVLQJ�WKHLU�FRQVWUXFWHG�DQG�FRQWLQJHQW�FKDUDFWHU��LV�RYHUGUDZQ��(YHQ�VRFLDO�VFLHQWLVWV�VWURQJO\

LGHQWLILHG�ZLWK�D�¶SULPRUGLDOLVW·�SRVLWLRQ��OLNH�*HHUW]�������ZKR�RULJLQDWHG�WKH�XVH�RI�WKH�WHUP��KDYH

DOVR�VHHQ�LGHQWLWLHV�DV�PXWDEOH��KLVWRULFDOO\�YDULDEOH�DQG�PDQLSXODWHG�E\�SROLWLFDO�HOLWHV��(TXDOO\�WKRVH

OLNH� (QORH� ������� RU� +RURZLW]� ������� ZKR� VHH� HWKQLFLW\� DV� D� PRUH� FRQWLQJHQW� SKHQRPHQRQ

QHYHUWKHOHVV� DUJXH� WKDW� LW� LV� GDQJHURXV� WR� XQGHUHVWLPDWH� LWV� VDOLHQFH� DQG� DELOLW\� WR� DURXVH� VWURQJ

SROLWLFDO�SDVVLRQV�DPRQJ�ODUJH�QXPEHUV�RI�SHRSOH�

�� (PSLULFDO�FURVVQDWLRQDO�VWXGLHV�RI� WKH�UHODWLRQVKLS�EHWZHHQ�VRFLDO�SOXUDOLVP�DQG�GHPRFUDF\� VXJJHVW

WKH\�DUH�FRPSOH[�DQG�RSHQ�WR�FRQVLGHUDEOH�YDULDWLRQ��%DUGKDQ�������*XUU��������,GHQWLW\�EDVHG�VRFLDO

FOHDYDJHV�DV�VXFK�DUH�QHLWKHU�D�VXIILFLHQW�FRQGLWLRQ�RI�YLROHQW�FRQIOLFW�QRU�GR�WKH\�QHFHVVDULO\�SUHYHQW

LWV�UHVROXWLRQ��QRU�DUH�WKH\�DQ�DEVROXWH�EDUULHU�WR�GHPRFUDF\��,QGHHG��GHPRFUDF\�KDV�FR�H[LVWHG�ZLWK

                                                
�� .DOGRU�DQG�/XFNKDP��IRUWKFRPLQJ��
�� 7KLV�UDLVHV�HSLVWHPRORJLFDO�DQG�SUDFWLFDO�LVVXHV�DERXW�ZKDW�DUH�RU�DUH�QRW�WR�EH�FRQVLGHUHG�¶FDXVHV·�RI�FRQIOLFWV�

6RPH�UHFHQW�DQDO\VHV�LQGHHG�DUJXH�WKDW�DWWHPSWLQJ�WR�LVRODWH�WKH�¶URRW�FDXVHV·�RI�FRQIOLFW�LV�SRLQWOHVV��DV��RQFH
EHJXQ��FRQIOLFWV�KDYH�WKHLU�RZQ�G\QDPLFV��ZKLFK�WUDQVIRUP�WKH�SROLWLFDO��HFRQRPLF�DQG�VRFLDO�UHDOLWLHV�RI� WKH
VRFLHWLHV� LQ� ZKLFK� WKH\� WDNH� KROG� �.HHQ� ������ 'XIILHOG� ����� DQG� ������� +RZHYHU�� ZH� VWLOO� EHOLHYH� WKH
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VRFLDO�SOXUDOLVP��LQGHHG�VRPHWLPHV�WKULYHG�� LQ�FRXQWULHV� OLNH�WKH�86$��6ZLW]HUODQG��%UD]LO��0DXULWLXV

DQG�,QGLD��GHVSLWH�DUPHG�FRQIOLFWV�LQ�WKH� ODWWHU�ZKLFK�KDYH�QRW��VR�IDU�DW� OHDVW��FRQVWLWXWHG�D�VHULRXV

WKUHDW�WR�GHPRFUDF\�LWVHOI��

�� %\�QR�PHDQV�DOO�LGHQWLW\�FRQIOLFWV�DUH�LQ�WKH�VDPH�VHQVH�¶DERXW·�LGHQWLW\��DV�<RXQJ��������KDV�SRLQWHG

RXW�� 6RPH�� WR� EH� VXUH�� KDYH� DULVHQ�ZKHQ�GRPLQDQW� JURXSV� �OLNH� 6HUE� QDWLRQDOLVWV� LQ� H[�<XJRVODYLD�

6LQKDOD� QDWLRQDOLVWV� LQ� 6UL� /DQND�� RU� ,VODPLFLVWV� LQ� 6XGDQ�� KDYH� SXUVXHG� SURMHFWV� RI� SROLWLFDO� DQG

FXOWXUDO� KHJHPRQ\�� RU� ZKHQ� �RIWHQ� LQ� UHDFWLRQ� WR� WKH� ODWWHU�� PLQRULWLHV� KDYH� IRXJKW� DJDLQVW

GLVFULPLQDWLRQ��RU�WR�UHDOLVH�VHOI�GHWHUPLQDWLRQ�DV�LQ�%RVQLD�RU�.RVRYR��%XW�QRW�DOO�VHFHVVLRQLVWV�KDYH

WDONHG� WKH� ODQJXDJH� RI� HWKQLF� QDWLRQDOLVP� DQG� FXOWXUDO� H[FOXVLYLW\�� (ULWUHDQV�� IRU� LQVWDQFH�� IRXJKW

DJDLQVW�ZKDW�WKH\�EHOLHYHG�WR�EH�DQ�$PKDUD�GRPLQDWHG�(WKLRSLDQ�LPSHULDO�VWDWH�LQ�RUGHU�WR�HVWDEOLVK

WKHLU�RZQ�VHFXODU� DQG�PXOWLFXOWXUDO� V\VWHP�RI� JRYHUQDQFH� LQ� WKH� SXUHO\� WHUULWRULDO� HQWLW\�RI�(ULWUHD�

0RUHRYHU��ZKHQ� HWKQLF� FRQVWLWXHQFLHV� KDYH� EHHQ�PRELOLVHG� EHKLQG� FRQIOLFWV�� LW� KDV� QRW� QHFHVVDULO\

EHHQ�LQ�RUGHU�WR�DGYDQFH�H[FOXVLYH�FXOWXUDO�FODLPV�XSRQ�WKH�VWDWH��6RPHWLPHV�WKH�JRDO�KDV�EHHQ�WKH

PRUH�OLPLWHG�RQH�RI�VHFXULQJ�EHWWHU�DFFHVV�WR�VWDWH�GLVWULEXWHG�MREV��SDWURQDJH�DQG�UHVRXUFHV��,Q�RWKHU

FDVHV�HWKQLF�FRQVWLWXHQFLHV�KDYH�EHHQ�PDQLSXODWHG�LQ�RUGHU�WR�DGYDQFH�WKH�DPELWLRQV�DQG�LQWHUHVWV�RI

ZDUORUGV�DQG�HPHUJHQW�VWDWH�HOLWHV��DV�LQ�WKH�FRQIOLFWV�LQ�/LEHULD��6LHUUD�/HRQH�RU�WKH�&RQJR�

�� 1RU�� GHVSLWH� WKH� WHUPLQRORJ\�� DUH� ¶LQWHU�FRPPXQDO·�� RU� LGHQWLW\� FRQIOLFWV� QHFHVVDULO\� ¶EHWZHHQ·

GLIIHUHQW� HWKQLF� JURXSV�� UHOLJLRXV� FRQIHVVLRQV�� FODQV�� QDWLRQDOLWLHV� HWF�� 6XFK� JURXSV� WHQG� WR� EH

LQWHUQDOO\� GLIIHUHQWLDWHG�� DQG� WKHLU�PHPEHUV� WR� KDYH� YDU\LQJ� JRDOV� DQG� GHJUHHV� RI� FRPPLWPHQW� WR

YLROHQW�DV�RSSRVHG�WR�QRQ�YLROHQW�PHWKRGV��%\�QR�PHDQV�DOO�6UL�/DQNDQ�7DPLOV��IRU� LQVWDQFH��VKDUH

WKH� VHFHVVLRQLVW�JRDOV�RI� WKH�7LJHUV�RU� HQGRUVH� WKH�XVH�RI�SROLWLFDO� YLROHQFH� WR� DFKLHYH� WKHP��PDQ\

RWKHUV�EDFN�SROLWLFDO�FRPSURPLVHV��VXFK�DV�IHGHUDO�SRZHUVKDULQJ�

�� 7KH�VWDWH�LWVHOI�LV�KDUGO\�HYHU�D�QHXWUDO�DUELWHU�EHWZHHQ�FRQIOLFWLQJ�SDUWLHV��DQG�LQGHHG�LV�RIWHQ�RQH�RI

WKHVH�SDUWLHV�LWVHOI��DV�LQ�WKH�6XGDQ��RU�6UL�/DQND���7KLV�LV�DQRWKHU�UHDVRQ�IRU�VD\LQJ�WKDW�FRQIOLFWV�DUH

QRW�DOZD\V�¶EHWZHHQ·�GLIIHUHQW�LGHQWLW\�JURXSV���0RUHRYHU��DV�(QORH��������REVHUYHV��HWKQLF�LGHQWLWLHV

DUH� ZLGHO\� XVHG� E\� JRYHUQPHQW� EXUHDXFUDFLHV� �HVSHFLDOO\� VHFXULW\� EXUHDXFUDFLHV�� DV� D� WRRO� RI� VWDWH

SROLF\��RU�WKH\�DUH�PDQLSXODWHG�E\�SROLWLFDO�HOLWHV�WR�VWD\�LQ�SRZHU��D�SHUWLQHQW�H[DPSOH�RI�WKH�ODWWHU�LV

WKH�PDQQHU�6LDG�%DUUp��WKH�ODWH�GLFWDWRU�RI�6RPDOLD��PDQLSXODWHG�FODQ�ULYDOULHV��VRZLQJ�WKH�VHHGV�RI�WKH

6RPDOL�FRQIOLFW��VHH�$GDP��������

�� ,QVRIDU� DV� GHPRFUDWLF� LQVWLWXWLRQV� FDQQRW� EH� FRQVLGHUHG� VHSDUDWHO\� IURP� WKH� HQVHPEOH� RI� VWDWH

LQVWLWXWLRQV��WKH\�WRR�FDQQRW�EH�DVVXPHG�WR�EH�QHXWUDO�DUHDV�IRU�FRQIOLFW�PDQDJHPHQW��7KLV�GRHV�QRW

PHDQ� WKH\�FDQQRW�KHOS� WR� UHVROYH�RU� WUDQVIRUP�FRQIOLFWV��%XW� WKH� OHJLWLPDF\�RI� H[LVWLQJ�GHPRFUDWLF

VWUXFWXUHV�PD\� EH� SUHFLVHO\� RQH� RI� WKH� WKLQJV� WKDW� DUPHG� RSSRVLWLRQ�PRYHPHQWV� FKDOOHQJH�� DV� LQ

                                                                                                                                                       
GLVWLQFWLRQ�EHWZHHQ�FDXVHV�DQG�WHFKQLTXHV�RI�PRELOLVDWLRQ�IRU�FRQIOLFW� UHPDLQV�ZRUWK�PDNLQJ�� VHH�&OLIIH�DQG
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&RORPELD��3HDUFH�HW�DO���������+HQFH��UHIRUP�LQ�GHPRFUDWLF�LQVWLWXWLRQV�PD\�ZHOO�EH�D�JRDO�DV�ZHOO�DV�D

PHDQV�RI�FRQIOLFW�UHVROXWLRQ�

�� ,W�LV�ZRUWK�VWUHVVLQJ�WKDW�YLROHQFH�LWVHOI�LV�RQH�RI�WKH�SULQFLSDO�FDWDO\VWV�RI�HWKQLF�SRODULVDWLRQ��DQG�LV

QRW�VLPSO\�WKH�SURGXFW�RI�WKH�ODWWHU��,JQDWLHII��������KDV�WDONHG�HORTXHQWO\�RI�WKH�¶QDUFLVVLVP�RI�PLQRU

GLIIHUHQFH·�� WKH� IUDWULFLGDO� REVHVVLRQ�ZLWK� WKH�PDUNHUV�RI� LGHQWLW\� WKDW� WHQGV� WR�GHYHORS� LQ� FRQIOLFWV

DPRQJ� JURXSV�ZLWK� UHODWLYHO\� OLWWOH� WR� VHSDUDWH� WKHP� FXOWXUDOO\� DQG� OLQJXLVWLFDOO\� �OLNH� WKH�7XWVL� DQG

+XWX� LQ�5ZDQGD��RU�6HUEV��&URDWV�DQG�0XVOLPV� LQ�%RVQLD���2QFH�FUHDWHG�� WKHVH�GLYLVLYH� OHJDFLHV�RI

IUDWULFLGH�FDQQRW�EH�ZLVKHG�DZD\��%XW�WKH�LVVXH�LV�KRZ�EHVW�WR�KDQGOH�WKHP��LV�LW�RQ�WKH�RQH�KDQG�E\

UHFRJQLVLQJ� DQG� SHUKDSV� HQWUHQFKLQJ� WKH� GLYLVLRQV� EHWZHHQ� FRPPXQLWLHV� LQ� SROLWLFDO� DQG

FRQVWLWXWLRQDO�VHWWOHPHQWV��RU� LV� LW�RQ� WKH�RWKHU�KDQG�E\�GLUHFWO\� DGGUHVVLQJ� WKH� OHJDFLHV�RI�YLROHQFH

LWVHOI"

��� 'XH�WR�WKH�LQWHUQDWLRQDOLVDWLRQ�RI�FRQIOLFW�ZKLFK�ZH�KDYH�DOUHDG\�QRWHG��LGHQWLW\�SROLWLFV�WRR�WHQGV�WR

FURVV�QDWLRQDO�IURQWLHUV��ZKLFK�RIWHQ�FRUUHVSRQG�EDGO\��LI�DW�DOO��ZLWK�WKH�ERXQGDULHV�EHWZHHQ�GLIIHUHQW

QDWLRQDOLWLHV� DQG� HWKQLF� JURXSV�� +HQFH�� WKHUH� LV� D� JURZLQJ� WHQGHQF\� RI� QHLJKERXULQJ� VWDWHV� DQG

GLDVSRUD�FRPPXQLWLHV�WR�VXSSRUW�DQG�IXQG�DUPHG�FRQIOLFW�DQG�DOVR�VRPHWLPHV�WR�EURNHU�SHDFH��DV�LQ

6RPDOLODQG���7KLV� LQWHUQDWLRQDOLVDWLRQ� UDLVHV� IXQGDPHQWDO� TXHVWLRQV� DERXW� WKH� IHDVLELOLW\� RI� EXLOGLQJ

SHDFH�DQG�FRQVWUXFWLQJ�GHPRFUDF\�LQVLGH�VWDWHV�ZKLFK�FRQIOLFW�KDV�PDGH�VR�SRURXV�DQG�YXOQHUDEOH�WR

GLIIHUHQW�IRUPV�RI�H[WHUQDO�LQWHUYHQWLRQ�

,Q�VXP��PXFK�RI�WKH�ZULWLQJ�RQ�FRQIOLFW�KDV�HPSKDVLVHG�WKH�¶XQFLYLO·�SRWHQWLDO�RI�LGHQWLW\�SROLWLFV�DQG�WKH

ODWWHU·V� WHQGHQF\� WR� VSLOO� RYHU� LQWR� HWKQLF� YLROHQFH��+RZHYHU�� LQ�RXU� YLHZ� WKLV� LQFLYLOLW\� LV� E\�QR�PHDQV

LQKHUHQW�� EXW� DULVHV� IURP� KRZ� HWKQLF� DQG� RWKHU� LGHQWLWLHV� WHQG� WR� EH� PRELOLVHG� LQ� VLWXDWLRQV� RI

XQUHVWUDLQHG�FRPSHWLWLRQ�IRU�SRZHU�LQ�D�IDVW�FKDQJLQJ�LQWHUQDWLRQDO�HQYLURQPHQW��OHDGLQJ�WR�H[FOXVLRQDU\

DQG�YLROHQW�IRUPV�RI�SROLWLFV��7KH�EHVW�DQWLGRWH�PD\�EH�WR�PDNH�XVH�RI�WKH�VDPH�VRFLDO�UHODWLRQVKLSV�WR

VWUHQJWKHQ� PRUH� FR�RSHUDWLYH� DQG� LQFOXVLRQDU\� IRUPV� RI� LGHQWLW\� SROLWLFV�� DOORZLQJ� SXEOLF� GHEDWH� RI

JULHYDQFH�DQG�ILQGLQJ�ZD\V�RI�FKDQQHOOLQJ�LW�LQWR�OHVV�H[WUHPH�IRUPV�

G��3HDFHEXLOGLQJ�DQG�'HPRFUDWLVDWLRQ� �&RQWUDGLFWRU\�RU�&RPSOHPHQWDU\"

%DNHU��������FRQWHQGV�WKDW�WKH�UHTXLUHPHQWV�RI�PDQDJLQJ�FRQIOLFWV�DQG�RI�GHPRFUDWLVDWLRQ�WHQG�WR�FODVK�

DV� VXPPDULVHG� LQ�7DEOH� ��EHORZ�� ,Q�RXU� YLHZ��KRZHYHU�� VKH�PD\�KDYH� FRQVWUXFWHG� D� IDOVH�GLOHPPD�E\

GHILQLQJ�ERWK�FRQIOLFW�PDQDJHPHQW�DQG�GHPRFUDWLVDWLRQ�WRR�QDUURZO\��&RQIOLFW�PDQDJHPHQW�LV�UHGXFHG�LQ

WKH�UHDOLVW�WUDGLWLRQ�WR�)DXVWLDQ�EDUJDLQV�DPRQJ�WKH�ZDUULQJ�SDUWLHV��KHOSHG�DORQJ�E\�SUHVVXUHV�IURP�WKH

LQWHUQDWLRQDO�FRPPXQLW\��DV�XQGHU�WKH�'D\WRQ�$FFRUGV�LQ�%RVQLD�RU�WKH�UHFHQW�JRYHUQPHQW���58)�SHDFH

                                                                                                                                                       
/XFNKDP��������
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TABLE 5. DIFFERENCES IN APPROACH: CONFLICT MANAGEMENT VERSUS
DEMOCRATISATION

Conflict Management Democratisation

Inclusive approach Exclusive approach

Goal is reconciliation Goal is justice

Pragmatic focus Principled focus

Emphasis on the process Emphasis on the outcome

Particular norms and cultures of the societies in
conflict

Universal norms endorsed by the international
community

Assume moral equivalence Insist on moral accountability

Conflict resolution is negotiable Justice is not negotiable

Outside actors should be politically neutral Outside actors cannot be morally neutral

Source: Baker (1996: 567)

DJUHHPHQW� LQ� 6LHUUD� /HRQH�� 'HPRFUDWLVDWLRQ� RQ� WKH� RWKHU� KDQG� LV� FKDUDFWHULVHG� DV� WKH� LQVWDOODWLRQ� RI

PDMRULWDULDQ��¶ZLQQHU�WDNHV�DOO·�GHPRFUDF\��DQG�LV�OLQNHG�WR�PHDVXUHV�WR�KROG�IRUPHU�DXWKRULWDULDQ�HOLWHV�RU

ZDUORUGV�DFFRXQWDEOH�IRU�WKHLU�SUHYLRXV�DEXVHV�

7KRXJK�REYLRXVO\�)DXVWLDQ�EDUJDLQV�DUH�RIWHQ�QHFHVVDU\��ERWK�WR�EURNHU�SHDFH�DQG��RQH�PLJKW�DGG�

LQ�RUGHU�WR�LQVWDOO�GHPRFUDWLF�LQVWLWXWLRQV��DV�LQ�6RXWK�$IULFD�DQG�0R]DPELTXH��6DXO��������WKH\�VHOGRP�E\

WKHPVHOYHV� VXIILFH� WR� JXDUDQWHH� VXVWDLQDEOH� SHDFH�� 3HDFH� DJUHHPHQWV� DOO� WRR� RIWHQ� JR�ZURQJ� �VHH�.LQJ

�������VRPH�DOPRVW�DV�VRRQ�DV�WKH\�KDYH�EHHQ�FRQFOXGHG��DV�VHYHUDO�WLPHV�LQ�$QJROD�RU�/LEHULD���RWKHUV

RYHU� WKH� ORQJHU� UXQ�� IRU� LQVWDQFH� ZKHQ� WKH\� IDLO� WR� DGGUHVV� WKH� XQGHUO\LQJ� VRXUFHV� RI� FRQIOLFW�� ZKLFK

FRQWLQXH�WR�IHVWHU��DV�LQ�WKH�6XGDQ�RU�IRUPHU�<XJRVODYLD�

+RZHYHU�� LQ� RXU� YLHZ� DOWHUQDWLYH� PHWKRGV� RI� WUDQVIRUPLQJ� FRQIOLFWV� DQG� EXLOGLQJ� SHDFH� DQG

GHPRFUDF\�FDQ�GUDZ�XSRQ�HOHPHQWV�RI�ERWK�DSSURDFKHV��*UDVVURRWV�LQLWLDWLYHV�E\�QRQ�FRPEDWDQWV�FDQ�EH

XVHG� WR� FKDOOHQJH� SUHYDLOLQJ� ]HUR�VXP� SHUFHSWLRQV� RI� FRQIOLFW� �� QRW� RQO\� WR� IDFLOLWDWH� WKH� UHVROXWLRQ� RI

FRQIOLFW��EXW�DOVR�WR�JLYH�D�PXFK�EURDGHU�UDQJH�RI�VRFLDO�DFWRUV��LQFOXGLQJ�H[�FRPEDWDQWV��D�UHDO�VWDNH�LQ

WKH� SHDFH� SURFHVV� �VHH�0LDOO� HW� DO�� ������� &OHDUO\� VXFK� DSSURDFKHV� DUH�PRUH� FRPSDWLEOH� ZLWK� RXU� RZQ

DSSURDFK�WR�GHPRFUDWLVDWLRQ�WKDQ�WKH�WRS�GRZQ�DSSURDFK�IDYRXUHG�LQ�PXFK�RI�WKH�UHDOLVW�OLWHUDWXUH�

/LNHZLVH��KRZ�IDU�LQ�UHDOLW\�GHPRFUDWLVDWLRQ�LV�FRPSDWLEOH�ZLWK�EXLOGLQJ�SHDFH�GHSHQGV�RQ�KRZ�WKH

ODWWHU�LV�FRQFHSWXDOLVHG�DQG�LPSOHPHQWHG��&OHDUO\�WKHUH�DUH�GDQJHUV�LQ�LPSRVLQJ�IRUPDO�:HVWHUQ�PRGHOV�RI

GHPRFUDF\�IURP�WKH�RXWVLGH��)RU� LQVWDQFH�� LQ�IRUPHU�<XJRVODYLD�� WKH�7UDQVFDXFDVXV�UHJLRQ��RU�5ZDQGD�

WKH�LQWURGXFWLRQ�RI�HOHFWLRQV�OHG�WR�EUXWDO�FDPSDLJQV�WR�HOLPLQDWH�HWKQLF�FRQWHQGHUV�IRU�UXOH��,Q�$ENKD]LD�

D� IRUPHU� DXWRQRPRXV� SURYLQFH� RI� *HRUJLD�� HWKQLF� $ENKD]LDQV� ZKR� UHSUHVHQWHG� ��� SHU� FHQW� RI� WKH

SRSXODWLRQ�EXW�ZKR�KDG�KHOG�SULYLOHJHG�SRVLWLRQV� LQ� WKH� ORFDO�DGPLQLVWUDWLRQ�IHDUHG�WKHLU� ORVV�RI�SRZHU

DIWHU�DQ�H[WUHPH�*HRUJLDQ�QDWLRQDOLVW�*DPVDNKXUGLD�EHFDPH�3UHVLGHQW�RI�*HRUJLD��,Q�D�ZDU�VXSSRUWHG�E\

5XVVLD��WKH�$ENKD]LD�H[SHOOHG�DOPRVW�WKH�HQWLUH�*HRUJLDQ�SRSXODWLRQ��VRPH���������SHRSOH�
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,Q�5ZDQGD�� LW� LV� DUJXHG� WKDW� ¶WKH� LPSRVLWLRQ� RI� D� QDUURZ� FRQFHSW� RI� GHPRFUDWLVDWLRQ� EDVHG� RQ� D

:HVWHUQ�VW\OH�PXOWLSDUW\�V\VWHP����ZDV�D�PDMRU�FRQWULEXWRU\�IDFWRU�WR�WKH�SROLWLFDO�G\QDPLFV�OHDGLQJ�XS�WR

WKH�HYHQWV�RI�����·��:RRGZDUG������������7KH�SURVSHFW�RI�IRUPDO�GHPRFUDF\�WKUHDWHQHG�WKH�LQWHUHVWV�RI

SROLWLFDO�DQG�HFRQRPLF�HOLWHV�XQGHU�WKH�+DE\DULPDQD�UHJLPH��DQG�LW�LV�ZLGHO\�EHOLHYHG�WKDW�WKH�LPPLQHQW

LPSOHPHQWDWLRQ�RI�WKH�SRZHU�VKDULQJ�DUUDQJHPHQWV�RI�WKH������$UXVKD�$FFRUG�ZDV�WKH�FDWDO\VW�IRU�WKH

DVVDVVLQDWLRQ�RI�3UHVLGHQW�+DE\DULPDQD�DQG�WKH�VXEVHTXHQW�JHQRFLGH�

0DPGDQL�WKHUHIRUH�ZDUQV�DJDLQVW�WKH�QRWLRQ�

WKDW�PXOWL�SDUW\�GHPRFUDF\�FDQ�OHDG�WR�GHPRFUDWLF�RXWFRPHV�UHJDUGOHVV�RI�FRQWH[W��IRU�WKLV�FDQ�RQO\

EH�ZKHQ� DOO� SDUWLFLSDQWV� DFFHSW� WKH� UXOHV� RI� WKH� JDPH��/RJLFDOO\� DQG�KLVWRULFDOO\�� WKH� FUHDWLRQ� RI� D

SROLWLFDO� FRPPXQLW\�PXVW�SUHFHGH�PXOWL�SDUW\� FRPSHWLWLRQ��7KH� FUHDWLRQ� RI� D� SROLWLFDO� FRPPXQLW\

UHTXLUHV�D�PLQLPXP�FRQVHQVXV�ZLWKLQ�WKDW�FRPPXQLW\���RI�DOO��QRW�MXVW�D�PDMRULW\������������

+LV�UHVHUYDWLRQV�DUH�SDUWO\�DERXW�WKH�VHTXHQFLQJ�RI�GHPRFUDWLVDWLRQ�DQG�SDUWO\�DERXW�WKH�FRQWHQW�RI

GHPRFUDF\�LWVHOI��'XULQJ�DQ\�WUDQVLWLRQ�WR�GHPRFUDF\�WKHUH�DUH�FRPSOH[�WUDGH�RIIV�WR�EH�PDGH�EHWZHHQ

WKH�FRPSURPLVHV�QHHGHG�WR�EULQJ�DOO� WKH�PDMRU�SROLWLFDO�DQG��LQ�SRVW�FRQIOLFW�VLWXDWLRQV��PLOLWDU\�SOD\HUV

RQ�ERDUG��DQG�WKH�ORQJ�WHUP�UHTXLUHPHQWV�RI�EXLOGLQJ�D�VXVWDLQDEOH�DQG�SRSXODUO\�EDVHG�GHPRFUDF\��7KH

SRWHQWLDOO\�GLYLVLYH�LPSDFW�RI�GHPRFUDWLVDWLRQ�LV�RIWHQ�FRXQWHUDFWHG�WKURXJK�SRZHUVKDULQJ�GXULQJ�D�SHULRG

RI�WUDQVLWLRQ��DV�XQGHU�WKH�*RYHUQPHQW�RI�1DWLRQDO�8QLW\�LQ�6RXWK�$IULFD��+RZHYHU��WKLV�GRHV�QRW�DOZD\V

ZRUN��DV�ZH�KDYH�VHHQ�LQ�5ZDQGD��IRU�LQVWDQFH��SRZHUVKDULQJ�XQGHU�WKH�$UXVKD�$FFRUG�ZDV�GHOLEHUDWHO\

VDERWDJHG�E\�H[WUHPLVWV�ZKR�EHOLHYHG�LW�ZRXOG�UHGXFH�WKHLU�SROLWLFDO�LQIOXHQFH�

2QH� VFKRRO� RI� WKRXJKW�� WKDW� DVVRFLDWHG� ZLWK� DGYRFDWHV� RI� FRQVRFLDWLRQDOLVP� �VHH� WKH� GLVFXVVLRQ

EHORZ���FRQWHQGV�WKDW�SRZHUVKDULQJ�EHWZHHQ�GLYHUVH�FXOWXUDO�FRPPXQLWLHV�LQ�PXOWL�HWKQLF�VRFLHWLHV�VKRXOG

EH� PDGH� D� SHUPDQHQW� IHDWXUH� RI� WKHLU� FRQVWLWXWLRQDO� DQG� SROLWLFDO� VHWWOHPHQWV�� :H� ZRXOG� TXHVWLRQ�

KRZHYHU��KRZ�IDU�WKLV�LV�FRPSDWLEOH�ZLWK�EXLOGLQJ�EURDGO\�EDVHG�GHPRFUDF\��7R�DFKLHYH�WKH� ODWWHU��VXFK

FXOWXUDO�GLYHUVLWLHV�ZRXOG�QHHG�WR�EH�DFFRPPRGDWHG��EXW�LQ�GLIIHUHQW�ZD\V��QDPHO\�

D� E\� UHFRJQLVLQJ� WKDW� LQ� WKH�PXOWL�FXOWXUDO� VLWXDWLRQV�ZKLFK�FKDUDFWHULVH�PRVW� FRQWHPSRUDU\�FRQIOLFWV�

WKH� VWDWH� FDQQRW� EH� D� FRPPRQ� FXOWXUDO� FRPPXQLW\�� LW� KDV� WR� EH� D� FRPPRQ� SROLWLFDO

FRPPXQLW\��EDVHG��ZLWKLQ�OLPLWV��RQ�WKH�DXWRQRP\�RI�SROLWLFV�IURP�FXOWXUH�

E� E\� JLYLQJ� DOO� FRPPXQLWLHV�� LQFOXGLQJ� PLQRULWLHV�� D� VWDNH� LQ� GHPRFUDWLF� LQVWLWXWLRQV�� DV

RSSRVHG�WR�WKH�VSRLOV�RI�SRZHUVKDULQJ�RU�LPPHGLDWH�IUXLWV�RI�HOHFWRUDO�YLFWRU\��7KLV�ZLOO�EH�WKH�IRFXV

RI�WKH�QH[W�VHFWLRQ�

F� E\�EXLOGLQJ�FRPPRQ�SROLWLFDO�FRPPXQLWLHV�EDVHG�RQ�EURDG�FRQVHQW�DQG�LQFOXVLYH�QRWLRQV�RI

FLWL]HQVKLS�DV�RXWOLQHG�LQ�RXU�HDUOLHU�GLVFXVVLRQ�RI�WKH�GHHSHQLQJ�RI�GHPRFUDF\�
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7KH� FUXFLDO� LVVXH�� WKHQ�� LV� KRZ� GLYHUVH� FXOWXUDO� FRPPXQLWLHV� FDQ� EHJLQ� WR� FRQVWLWXWH� D� VLQJOH� SROLWLFDO

FRPPXQLW\��7KLV�UHTXLUHV�PRUH�WKDQ�SRZHUVKDULQJ�DW�WKH�WRS��$�GXUDEOH�FRQVHQVXV�PXVW�EH�EXLOW�IURP

WKH�ERWWRP�XS��<HW�WR�IRVWHU�D�EURDG�EDVHG�FRQVHQVXV� LW�PD\�QRW�EH�HQRXJK� MXVW�WR�VWUHQJWKHQ�VHFXODU�

FLYLF�RU� ¶PRGHUQ·� IRUPV�RI�FLWL]HQVKLS��� HVSHFLDOO\� LQ� VRFLHWLHV�ZKHUH� WKH�ZDQDQFKL� �WKH�6ZDKLOL� WHUP�IRU

RUGLQDU\�SHRSOH��KDYH�EHFRPH�GHHSO\�DOLHQDWHG�IURP�SXEOLF�LQVWLWXWLRQV�EHFDXVH�WKH�ODWWHU�DUH�UHPRWH��QRW

UHVSRQVLYH�WR�WKHLU�QHHGV�RU�RXWULJKW�RSSUHVVLYH��2QH�PXVW�EXLOG�RQ�RUJDQLVDWLRQV�DQG� LQVWLWXWLRQV� WKH\

FDQ� XQGHUVWDQG� DQG� UHODWH� WR�� ,Q�$IULFD�� IRU� LQVWDQFH�� WKLV�PLJKW� LQFOXGH� WKH� ¶VHFRQG� SXEOLF·� RI� YLOODJH�

WRZQ�DQG�FRPPXQLW\�DVVRFLDWLRQV��FODQ�DQG�HWKQLF�QHWZRUNV��UHOLJLRXV�DQG�FRPPXQDO�ERGLHV��ZKLFK�(NHK

������ DQG� ������ VHHV� DV� FRQVWLWXWLQJ�PRUH� HIIHFWLYH� PRUDO� FRPPXQLWLHV� WKDQ� WKH� ¶ILUVW� SXEOLF·� RI� WKH

PRGHUQ�QDWLRQ�VWDWH��,W�PLJKW�DOVR�LQFOXGH�VRPH�UH�HYDOXDWLRQ�RI�WKH�HIIRUWV�WKDW�KDYH�EHHQ�PDGH�WR�EXLOG

JUDVVURRWV�EDVHG�FRPPXQLWDULDQ�¶DOWHUQDWLYHV·�WR�:HVWHUQ�OLEHUDO�PRGHOV�RI�OLEHUDO�GHPRFUDF\�DV�LQ�SRVW�

LQGHSHQGHQFH�7DQ]DQLD�DQG�SRVW������8JDQGD��GHVSLWH�WKHLU�YHU\�UHDO�FRQWUDGLFWLRQV��VHH�/XFNKDP�������

,W�PXVW�EH�UHPHPEHUHG�DOVR�WKDW�LQ�DV�PXFK�DV�SHRSOH�WXUQ�WR�HWKQLF��UHOLJLRXV��RU�RWKHU�JURXS�EDVHG

RUJDQLVDWLRQV�IRU�DVVLVWDQFH��SURWHFWLRQ��DQG�LGHQWLW\��WKHVH�DUH�HYHU\�GD\�LVVXHV�ZKLFK�PDWWHU�WR�SHRSOH��

DORQJ�ZLWK�MREV��IRRG��KRXVLQJ��KHDOWK���DQG�PXVW�OLH�DW�WKH�KHDUW�RI�VXEVWDQWLYH�GHPRFUDF\��5HFRJQLWLRQ

RI� WKH� LPSRUWDQFH� RI� VXFK� LVVXHV� HQGRUVHV� ZKDW� 6DXO� ������� ODEHOV� WKH� ¶SROLWLFDO� HFRQRP\� RI

GHPRFUDWLVDWLRQ·�DSSURDFK��UDWKHU�WKDQ�WKH�¶WKLQ·�GHPRFUDF\�RI�WKH�¶SROLWLFDO�VFLHQFH�RI�GHPRFUDWLVDWLRQ·�

H��+RUVHV� IRU�&RXUVHV"�0DMRULWDULDQ�'HPRFUDF\�DQG�LWV�$OWHUQDWLYHV

,W�LV�RIWHQ�DUJXHG�WKDW�PDMRULWDULDQ�V\VWHPV�RI�GHPRFUDWLF�JRYHUQPHQW�H[DFHUEDWH�LGHQWLW\�EDVHG�FRQIOLFW�

$FFRUGLQJ�WR�WKH�&DUQHJLH�&RPPLVVLRQ�RQ�3UHYHQWLQJ�'HDGO\�&RQIOLFW�

,Q�PDQ\�PXOWLHWKQLF�VRFLHWLHV��WKH�SURFHGXUHV�RI�PDMRULWDULDQ�GHPRFUDF\�KDYH�SURYHQ�HIIHFWLYH� IRU

PDQDJLQJ�JURXS�UHODWLRQV�DQG�PDLQWDLQLQJ� VRFLDO� FRKHVLRQ��+RZHYHU�� LQ�VRFLHWLHV�ZLWK�GHHS�HWKQLF

GLYLVLRQV�DQG� OLWWOH� H[SHULHQFH�ZLWK�GHPRFUDWLF�JRYHUQPHQW�DQG� WKH� UXOH�RI� ODZ�� VWULFW�PDMRULWDULDQ

GHPRFUDF\�FDQ�EH�VHOI�GHIHDWLQJ��:KHUH�HWKQLF�LGHQWLWLHV�DUH�VWURQJ�DQG�QDWLRQDO�DQG�LGHQWLW\�ZHDN�

SRSXODWLRQV�PD\�YRWH�ODUJHO\�RQ�HWKQLF�OLQHV��'RPLQDWLRQ�E\�RQH�HWKQLF�JURXS�FDQ�OHDG�WR�D�W\UDQQ\

RI�WKH�PDMRULW\«�������������

7R� UHGUHVV� WKH� W\UDQQ\� RI� WKH� PDMRULW\� WKH� &RPPLVVLRQ� KLJKOLJKWV� YDULRXV� IRUPV� RI� SRZHU� VKDULQJ�

LQFOXGLQJ�� FRQVHQVXDO� GHFLVLRQ� PDNLQJ� E\� WKH� H[HFXWLYH�� SURSRUWLRQDO� HOHFWRUDO� V\VWHPV�� SURSRUWLRQDO

UHSUHVHQWDWLRQ� RI� JURXSV� LQ� DGPLQLVWUDWLYH� DSSRLQWPHQWV�� QRQHWKQLF� IHGHUDO� VWUXFWXUHV�� DQG

HQFRXUDJHPHQW�RI�FURVV�HWKQLF�FRDOLWLRQV�

+HUH� ZH� WRR� DGDSW� WKH� VDPH� FRQYHQWLRQDO� GLVWLQFWLRQ� EHWZHHQ� PDMRULWDULDQ� DQG� SRZHUVKDULQJ

GHPRFUDWLF�IUDPHZRUNV��VHH�7DEOH�����/LNH�5H\QROGV��������FKDSWHU������ZH�VKDOO� VXEGLYLGH�PDMRULWDULDQ

V\VWHPV� LQWR� �L�� FODVVLF� PDMRULWDULDQ� GHPRFUDF\�� DQG� �LL�� TXDOLILHG� PDMRULWDULDQLVP�� LQ� ZKLFK
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LQVWLWXWLRQDO� FRQVWUDLQWV� DUH� LQWURGXFHG� LQ� RUGHU� WR� PRGLI\� LWV� ¶ZLQQHU� WDNHV� DOO·� WHQGHQFLHV�� :H� DOVR

GLVWLQJXLVK�EHWZHHQ��LLL��FRQVRFLDWLRQDOLVW�SRZHUVKDULQJ�DPRQJ�FRRSHUDWLQJ�EXW� DXWRQRPRXV�JURXSV�

DQG� �LY�� LQWHJUDWLYH� SRZHUVKDULQJ� DLPLQJ� WR� WUDQVFHQG� JURXS� GLIIHUHQFHV� E\� HQFRXUDJLQJ� JURXSV� WR

FRRSHUDWH�DURXQG�FRPPRQ�SROLWLFDO�JRDOV��/HW�XV�FRQVLGHU�HDFK�RI�WKHVH�DOWHUQDWLYHV�LQ�WXUQ�

�L��0DMRULWDULDQ�'HPRFUDF\

0DMRULWDULDQ�GHPRFUDF\�UHIHUV�WR�WKRVH�IRUPV�RI�GHPRFUDWLF�JRYHUQPHQW�ZKLFK�FRQFHQWUDWH�SRZHU�LQ�WKH

KDQGV�RI�H[HFXWLYHV�HOHFWHG�E\�D�PDMRULW\�RI�WKH�SRSXODU�YRWH��,W�KHDYLO\�HPSKDVLVHV�SROLWLFDO�FRPSHWLWLRQ

RYHU�WKH�RWKHU�WKUHH�IXQFWLRQV�RI�GHPRFUDF\�UHIHUUHG�WR� LQ�6HFWLRQ����7KH� LQVWLWXWLRQDO�IRUPV�WKDW�PRVW

RIWHQ� IDYRXU�PDMRULWDULDQLVP� LQFOXGH� VWURQJ� 3UHVLGHQWLDO� UXOH� �6WHSDQ� DQG� 6NDFK� ������ RU� DOWHUQDWLYHO\

SDUOLDPHQWDU\�V\VWHPV�LQ�ZKLFK�WKH�3ULPH�0LQLVWHUV�FRQWURO�VWURQJ�SDUOLDPHQWDU\�PDMRULWLHV��ILUVW�SDVW�WKH

SRVW�HOHFWRUDO� V\VWHPV�� ZKLFK� WHQG� WR� SURGXFH� VXFK� PDMRULWLHV�� XQLFDPHUDO� OHJLVODWXUHV� RU� ELFDPHUDO

OHJLVODWXUHV�ZLWK�ZHDN� VHFRQG�FKDPEHUV�� UHODWLYHO\�ZHDN�FRQVWLWXWLRQDO�GLYLVLRQV�RI�SRZHUV�EHWZHHQ� WKH

EUDQFKHV�RI�JRYHUQPHQW��DQG�XQLWDU\��FHQWUDOLVHG�VWDWH�DQG�DGPLQLVWUDWLYH�VWUXFWXUHV�

7KHUH� LV� OLWWOH� VKRUWDJH� RI� HPSLULFDO� VWXGLHV� VHHPLQJ� WR� GHPRQVWUDWH� WKDW� WKHVH� LQVWLWXWLRQDO

FRPSRQHQWV�RI�PDMRULWDULDQLVP� LQGLYLGXDOO\�RU� LQ�FRPELQDWLRQ�FDQ� LQFUHDVH�HWKQLF�SRODULVDWLRQ��SROLWLFDO

LQVWDELOLW\�DQG�YLROHQW�FRQIOLFW��IRU�VXPPDULHV�RI�WKH�HYLGHQFH�UHJDUGLQJ�PDMRULWDULDQ�UXOH� LQ�JHQHUDO�DQG

ILUVW�SDVW�WKH�SRVW�HOHFWRUDO�V\VWHPV�LQ�SDUWLFXODU��VHH�5H\QROGV�DQG�6LVN������DQG�5H\QROGV�������RQ�WKH

UHODWLRQVKLS� EHWZHHQ� 3UHVLGHQWLDO� UXOH� DQG� SROLWLFDO� LQVWDELOLW\� VHH� 6WHSDQ� DQG� 6NDFK� ������� <HW�� LQ� RXU

YLHZ��WKH�ZDWHUV�DUH�PXGGLHG�E\�WKH�WHQGHQF\�WR�OXPS�DOO�PDMRULWDULDQ�V\VWHPV�WRJHWKHU�IRU�WKH�SXUSRVHV

RI�FRPSDUDWLYH�DQDO\VLV��2QH�PXVW�GLVWLQJXLVK��D��EHWZHHQ�IXQFWLRQLQJ�GHPRFUDFLHV�LQ�ZKLFK�VWURQJ�UXOH

E\� PDMRULW\�VXSSRUWHG� H[HFXWLYHV� LV� WKH� LQWHQGHG� SURGXFW� RI� FRQVWLWXWLRQDO� DUUDQJHPHQWV�� DQG� �E�

¶GHPRFUDFLHV� ZLWK� DGMHFWLYHV·� DV� GHVFULEHG� HDUOLHU�� ZKHUH� VWURQJ� PDMRULWDULDQ� WHQGHQFLHV� ODUJHO\� UHIOHFW

VWURQJPDQ�UXOH�E\�UHODWLYHO\�QRQ�DFFRXQWDEOH�H[HFXWLYHV��DQG�WKXV�WKH�UHODWLYH�DEVHQFH�RI�GHPRFUDF\�

)XQFWLRQLQJ�PDMRULWDULDQ� GHPRFUDFLHV� VXEGLYLGH� LQWR� WZR� JURXSV�� )LUVW�� IXOO\� FRPSHWLWLYH� V\VWHPV

ZKHUH�WKHUH�LV�UHJXODU�DOWHUQDWLRQ�DPRQJ�GLIIHUHQW�SDUWLHV� LQ�SRZHU��DV� LQ�WKH�8.�RU�6UL�/DQND��6HFRQG�

VLQJOH�SDUW\�GRPLQDQW� V\VWHPV� LQ�ZKLFK�� DOWKRXJK� HOHFWLRQV� DUH� IUHHO\� FRQWHVWHG�� RQH�SDUW\� FRQWUROV� WKH

H[HFXWLYH�IRU�ORQJ�SHULRGV��DV�LQ�%RWVZDQD�RU��XQWLO�UHFHQWO\��6ZHGHQ�DQG�-DSDQ�

,Q� ERWK� YDULDQWV�� WKH� EDVLF� FDVH� IRU� PDMRULWDULDQLVP� LV� WKDW� LW� WHQGV� WR� SURPRWH� VWDEOH�� HIIHFWLYH

JRYHUQDQFH�� HVSHFLDOO\� XQGHU� VLQJOH�SDUW\� GRPLQDQW� V\VWHPV� �:KLWH� ������ /HIWZLFK� ������� ,Q� ERWK�� WKH

FDVH� DJDLQVW� PDMRULWDULDQLVP� LV� WKDW� LW� FRQVLVWHQWO\� H[FOXGHV� PLQRULWLHV� IURP� SRZHU� DQG� RIIHUV� WKHP

LQVXIILFLHQW�SURWHFWLRQ� IURP�FXOWXUDOO\� DQG�SROLWLFDOO\�KHJHPRQLF�PDMRULWLHV� �DOWKRXJK�VRPH�KDYH�DUJXHG

WKDW�VLQJOH�SDUW\�GRPLQDQW�V\VWHPV�DOORZ�UDWKHU�PRUH�URRP�IRU�WKH�DFFRPPRGDWLRQ�RI�PLQRULWLHV��DV�KDV

EHHQ� DUJXHG� LQ� UHODWLRQ� WR� %RWVZDQD��� 7KXV�� WKH� EDVLF� WUDGH�RII� VHHPV� WR� EH� EHWZHHQ� PDMRULWDULDQ

GHPRFUDF\·V�WHQGHQF\�WR�H[DFHUEDWH�VRFLHWDO�FOHDYDJHV�DQG�LWV�DELOLW\�WR�DVVXUH�HIIHFWLYH�JRYHUQPHQW��<HW

                                                                                                                                                       
�� 7KRXJK� 5H\QROGV� LQFOXGHV� D� WKLUG� VSHFLHV� RI� PDMRULWDULDQLVP�� WHUPHG� �IROORZLQJ� +RURZLW]�� ¶LQWHJUDWLYH

PDMRULWDULDQLVP�·�2XU�IRXUWK�FDWHJRU\�RI�¶LQWHJUDWLYH�SRZHUVKDULQJ·�LQ�HIIHFW�IXVHV�WKH�ODWWHU�DQG�ZKDW�5H\QROGV
WHUPV�¶LQWHJUDWLYH�FRQVHQVXDO�SRZHUVKDULQJ·�
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WKH�H[WHQW�WR�ZKLFK�LW�UHDOO\�LV�D�WUDGH�RII�VKRXOG�QRW�EH�H[DJJHUDWHG��VLQFH�WKH�FDSDFLW\�RI�VWURQJ�PDMRULW\

JRYHUQPHQWV�WR�GHOLYHU�SROLWLFDO�VWDELOLW\��ODZ�DQG�RUGHU�DQG�WKH�SUR�SRRU�SROLFLHV�GLVFXVVHG�WKH�SUHFHGLQJ

VHFWLRQ��PD\�DOVR�LQFUHDVH�WKHLU�FDSDFLW\�WR�UHVSRQG�WR�PLQRULW\�JULHYDQFHV�

,Q� FRQWUDVW�� LQ�PDQ\�QRQ�:HVWHUQ�GHPRFUDFLHV�PDMRULWDULDQLVP�RIWHQ� UHIOHFWV� WKH� DFFXPXODWLRQ� RI

SRZHU� LQ� WKH� KDQGV� RI� SRSXOLVW� 3UHVLGHQWV� HQGRUVHG� WKURXJK� SOHELVFLWRU\� HOHFWLRQV�� DQG� ODUJHO\

XQFRQVWUDLQHG� E\� DQ\� ¶KRUL]RQWDO·� DFFRXQWDELOLW\� WRZDUG� RWKHU� GHPRFUDWLF� LQVWLWXWLRQV� LQFOXGLQJ

SDUOLDPHQW��WKH�FRQVWLWXWLRQ�DQG�WKH�MXGLFLDU\��7KLV�LV�ZKDW�/DWLQ�$PHULFDQ�VRFLDO�VFLHQWLVWV�KDYH�WHUPHG

¶GHOHJDWLYH·� GHPRFUDF\� �2·'RQQHOO� ������� ,W� LV� DOVR�ZLGHO\� UHJDUGHG� DV� RQH� RI� WKH� SULQFLSDO� OHJDFLHV� RI

FRPPXQLVW� UXOH� LQ�(DVWHUQ�(XURSH��7KH�FUX[�RI� WKH�PDWWHU� LV� WKH� DEVHQFH�RI�GHPRFUDWLF�SROLWLFV��7KLV

GHPRFUDF\�GHILFLW�PRUH�WKDQ�PDMRULWDULDQLVP�SHU�VH�PD\�EH�ZK\�GLVDIIHFWHG�PLQRULWLHV�WDNH�XS�DUPV�DJDLQVW

WKH�VWDWH�

�LL��'HPRFUDWLF�&RXQWHU�0DMRULWDULDQLVP

%XW�LI�PDMRULWDULDQLVP�FDQ�VR�RIWHQ�EH�SUREOHPDWLF��KRZ�FDQ�LWV�GHIHFWV�EH�RIIVHW"�¶'HPRFUDWLF�FRXQWHU�

PDMRULWDULDQLVP·��'HYHQLVK�������FDQ�WDNH�YDULRXV�IRUPV��7KH�OHDVW�UDGLFDO�LV�WR�DFFHSW�WKH�EDVLF�SULQFLSOH

RI�PDMRULW\� UXOH�� EXW�PRGLI\� LW� WR� DVVXUH� EHWWHU� SROLWLFDO� UHSUHVHQWDWLRQ� RI�PLQRULWLHV� DQG�PRUH� SOXUDO�

GHFHQWUDOLVHG�FHQWUHV�RI�SRZHU��7KHUH� LV�QR�VLQJOH�UHFLSH� IRU�FRQVWLWXWLRQDO� HQJLQHHULQJ� WKDW�ZRXOG�EHVW

DFKLHYH� WKLV�� 0XFK� GHSHQGV� RQ� WKH� SROLWLFDO� KLVWRU\� RI� WKH� FRXQWU\� LQ� TXHVWLRQ�� LWV� VRFLR�HFRQRPLF

VWUXFWXUH�DQG�WKH�H[WHQW�RI�LQWHU�JURXS�SROLWLFDO�SRODULVDWLRQ�DQG�YLROHQFH��7KH�IROORZLQJ�LV�D�PHQX�RI�WKH

FRQVWLWXWLRQDO��OHJDO�DQG�SROLWLFDO�RSWLRQV�WKDW�PLJKW�EH�RQ�WKH�VKRSSLQJ�OLVW�RI�D�GHPRFUDWLF�0DFFKLDYHOOL

�VHH� $SSHQGL[� �� IRU� D� PRUH� FRPSUHKHQVLYH� LQYHQWRU\� RI� WKH� DGYDQWDJHV� DQG� GLVDGYDQWDJHV� RI� WKHVH

RSWLRQV���0RVW�RI�WKHP�FRXOG�DOVR�EH�XVHG�WR�UHVWUDLQ�WKH�SROLWLFDO�H[FHVVHV�RI�RYHU�SRZHUIXO�H[HFXWLYHV�LQ

VHPL�GHPRFUDFLHV�DV�ZHOO�
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TABLE 6: INSTITUTIONAL DESIGN: SYSTEMS OF GOVERNANCE AND CONFLICT MANAGEMENT IN CONFLICT-TORN SOCIETIES

CONSTITUTIONAL & LEGAL
ARRANGEMENTS

ADVANTAGES DISADVANTAGES CONSIDERATIONS

Majoritarian Systems include:
i) Classic majoritarianism,

where ‘winner takes all.’
ii) Qualified majoritarianism,

moderated by institutional
arrangements to improve
representation of minorities and
ensure plural centres of power.

• Encourages coherent, single-party executives
and effective governance.

• Competition for power keeps governments on
their toes and responsive to public opinion.

• Strong, legitimate opposition institutions provide
channels for the disaffected to express
grievances & encourages them to remain
committed to the constitutional order.

• Qualified majoritarianism can help modify defects
such as exclusion of minorities and over-
centralisation of power.

• Majoritarian systems can consistently exclude
minorities from power, and create situations
whereby they may turn to violence.

• Destabilising force in situations where winner-
takes-all and loss of political office is equated
with social and economic exclusion.

• Majoritarianism can be particularly damaging in
semi-democracies, fostering arbitrary non-
accountable governance.

Power-Sharing Systems are
based on the ethos of inclusion
rather than exclusion:
iii) Consociationalism: ‘grand

coalitions’ among autonomous
cultural communities and
minority vetoes written into
constitutional settlements.

iv) Integrative powersharing
between all significant political
forces including ethnic
minorities, encouraging cross-
cutting political alliances.

• Ensures political power is shared between
majority and minority groups.

• Decision-making by consensus fosters conflict-
resolution and political stability.

• Inclusive governance fosters broadly-based
support for government policies.

• Integrative powersharing encourages political
alliances on issues rather than ascriptive
communal traits and ultimate reduction in the
political salience of the latter.

• Power sharing agreements not always sufficient
to resolve deep-seated conflict and can entrench
ethnic/racial/religious etc. divides.

• Consociational systems tend to be negotiated
from above, resulting in elite pacts and ongoing
power monopolies, in which minorities acquire a
subordinate cum spoiler role.

• Consensus politics can result in political
immobilism and failure to tackle issues like
poverty.

• Not enough political space for opposition can
breed political complacency and non-
accountable governance.

• Does the institutionalisation of
ethnic and other differences
facilitate resolution of identity
based conflicts, or harden lines
of social division?

• Are ethnic, racial, religious etc.
differences the most salient
divides, or are there other
faultlines, such as socio-
economic inequality and the
need to democratise access to
resources, which cut across
identity politics and minority
concerns?

• Are forms of power-sharing
temporary or permanent?

• Are they informal or inscribed
into constitutional
arrangements?

• How can integrative
tendencies be encouraged,
while retaining the key
inclusive confidence-building
mechanisms needed in the
short term?

Sources: Adapted from Reynolds (1999) and IDEA (1998); see also references to Appendix 1.
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• 6WURQJ�� FRQVWLWXWLRQDOO\� JXDUDQWHHG� KXPDQ� ULJKWV� SURWHFWLRQV� WKDW� ZRXOG� DOO\� WKH� IHDUV� RI

PLQRULW\�JURXSV� WKH\�ZRXOG�EH�GLVFULPLQDWHG�DJDLQVW�E\� WKH�PDMRULW\�RU�EH�SHUVHFXWHG�E\� WKH� VWDWH�

7KHVH�PLJKW�RU�PLJKW�QRW�LQFOXGH�JURXS�ULJKWV��VLQFH�WKH�ODWWHU�FDQ�VRPHWLPHV�XQGHUPLQH�LQGLYLGXDO

ULJKWV�DQG�IUHHGRPV�DQG�FRQWULEXWH�WR�WKH�LVRODWLRQ�RI�PLQRULW\�FRPPXQLWLHV���

• $IILUPDWLYH�DFWLRQ�PHDVXUHV�WR�UHYHUVH�SUHYLRXV�OHJDFLHV�RI�GLVFULPLQDWLRQ��VHH�6HFWLRQ�,,�DERYH�LQ

UHODWLRQ� WR�JHQGHU� LQHTXDOLW\���RU� WR�DVVXUH� LQWHU�FRPPXQDO� ¶EDODQFH·� DV�XQGHU� WKH� ¶IHGHUDO� FKDUDFWHU

SULQFLSOH�VXSSRVHG�WR�JRYHUQ�WKH�DOORFDWLRQ·�RI�SROLWLFDO�DQG�DGPLQLVWUDWLYH�DSSRLQWPHQWV� LQ�1LJHULD

�(NHK�DQG�2VDJKDH�������

• )RUPV�RI�HOHFWRUDO�UHSUHVHQWDWLRQ�DLPHG�DW�HQVXULQJ�WKDW�SROLWLFDO�RIILFHKROGHUV�DUH�UHSUHVHQWDWLYH

RI� DOO� RU� PRVW� SROLWLFDOO\� RUJDQLVHG� JURXSV�� HVSHFLDOO\� PLQRULWLHV�� 7KHUH� LV� VWURQJ� HYLGHQFH� WKDW

HOHFWRUDO� V\VWHPV� EDVHG� RQ� SURSRUWLRQDO� UHSUHVHQWDWLRQ� �35�� DUH� EHWWHU� DW� HQVXULQJ� PLQRULW\

UHSUHVHQWDWLRQ� �6DUWRUL� ������5H\QROGV� ������ DQG� LW� LV� DUJXHG� WKDW� WKLV� DOVR�PLQLPLVHV� WKH� ULVNV� RI

YLROHQW�FRQIOLFW��5H\QROGV�������5H\QROGV�DQG�6LVN��������+RZHYHU��WKHUH�DUH�RWKHU�HOHFWRUDO�GHYLFHV

WKDW�PD\�EH�FDOOHG�XSRQ��HLWKHU�WR�HQFRXUDJH�HOHFWRUDO�DSSHDOV�DFURVV� LQWHU�FRPPXQDO�GLYLVLRQV��H�J�

WKH� 6LQJOH� 7UDQVIHUDEOH� 9RWH�� 679�� D� YDULDQW� RI� 35�� RU� WR� HQFRXUDJH� UHSUHVHQWDWLRQ� RI� SDUWLFXODU

H[FOXGHG�PLQRULWLHV��H�J��HOHFWRUDO�TXRWDV���WKRXJK�XQGHU�35�WKLV�PD\�DOVR�EH�DFKLHYHG�WKURXJK�SDUW\

OLVWV��

• 9DULRXV� IRUPV� RI� VSDWLDO� GHYROXWLRQ� DLPHG� DW� FUHDWLQJ� SOXUDO� FHQWUHV� RI� SRZHU� DQG� PXOWLSOH

GHFHQWUDOLVHG� SRLQWV� RI� DFFHVV� RI� FLWL]HQV� WR� WKH� VWDWH�� LQFOXGLQJ� GLIIHUHQW� IRUPV� RI� DGPLQLVWUDWLYH

GHYROXWLRQ�� IHGHUDOLVP� DQG� FRQIHGHUDOLVP���� %XW�ZKHWKHU� GHFHQWUDOLVDWLRQ� VKRXOG� EH� FRQILJXUHG� LQ

HWKQLF� RU� FRPPXQDO� WHUPV�� VR� DV� WR� DOORZ� SUHYLRXV� PLQRULWLHV� WR� EHFRPH� PDMRULWLHV� LQ� SDUWLFXODU

UHJLRQV� LV� IDU� PRUH� FRQWURYHUVLDO�� $� SDUWLFXODUO\� V\VWHPDWLF� H[DPSOH� RI� WKH� ODWWHU� LV� WKH� V\VWHP� RI

¶HWKQLF�IHGHUDOLVP·�LPSOHPHQWHG�E\�WKH�JRYHUQPHQW�RI�(WKLRSLD��SRVW�������&RKHQ���������$V�*KDL

QRWHV��¶VSDWLDO�GHFHQWUDOL]DWLRQ�UDUHO\�UHVROYHV�DOO�PLQRULW\�IHDUV��DV�LW�PD\�KHOS�WR�FUHDWH�QHZ�PLQRULWLHV

��WKH�SUREOHP�RI�PLQRULWLHV�ZLWKLQ�PLQRULWLHV�LV�ZHOO�NQRZQ��DQG�KDV�EHHQ�XVHG�WR�UHIXVH�GHPDQGV�IRU

GHFHQWUDOL]DWLRQ��H�J��1LJHULD�LQ�WKH�����V��6UL�/DQND�QRZ�HVSHFLDOO\�LQ�UHODWLRQ�WR�WKH�PHUJHU�RI�WKH

1RUWKHUQ�DQG�(DVWHUQ�SURYLQFHV��WKH�H[SHULHQFHV�LQ�WKH�IRUPHU�8665�DQG�<XJRVODYLD����RU�WR�FUHDWH

QHZ�VWDWHV��,QGLD��1LJHULD�·������������

• $Q�DOWHUQDWLYH�LV�FRUSRUDWH�GHFHQWUDOLVDWLRQ��ZKLFK�WUHDWV�PHPEHUV�RI�D�FRPPXQLW\�DV�D�FROOHFWLYH

DQG�YHVWV�FXOWXUDO�RU�SROLWLFDO�ULJKWV�LQ�LW��ULJKWV�WR�VXEVWDQWLYH�HQWLWOHPHQWV��RU�WR�D�YHWR�RYHU�SROLFLHV

ZKLFK� KDYH� D� QHJDWLYH� LPSDFW� RQ� WKH� FRPPXQLW\� LQ� TXHVWLRQ�� %XW� DV� *KDL� QRWHV�� FRUSRUDWH

GHFHQWUDOLVDWLRQ� ¶EDVHG� RQ� HWKQLF� PDUNHUV�� WHQGV� WR� HQKDQFH� HWKQLF� YDOXHV� DW� WKH� H[SHQVH� RI

QDWLRQDO«� FRUSRUDWH� GHFHQWUDOL]DWLRQ� REIXVFDWHV� QDWLRQDO� LQVWLWXWLRQV� �� WKH\� EHFRPH� EL�� RU� WUL�

FRPPXQDO�LQVWLWXWLRQV��DOO�QDWLRQDO�GHFLVLRQV�KDYH�WR�EH�HWKQLFDOO\�QHJRWLDWHG��VR�HWKQLF�SROLWLFV�DUH�DW

                                                
�� 6HH�� IRU� H[DPSOH�� ,ULV�0DULRQ�<RXQJ� ������� DQG�*HRUJH�'HYHQLVK� �������RQ� WKH� FRQWURYHUVLHV� VXUURXQGLQJ

JURXS�ULJKWV�
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WKH�KHDUW�RI�QDWLRQDO�SROLWLFV�� DQG� WKH�SUREOHPV�RI� FRQVHQVXV� DQG�JRYHUQDQFH� DUH� FRPSRXQGHG�E\

PXWXDO� YHWRHV�ZKLFK� DUH� VR�RIWHQ� DVVRFLDWHG�ZLWK� VXFK� D� V\VWHP·� �*KDL� ������ ��������([DPSOHV�RI

FRUSRUDWH�GHFHQWUDOLVDWLRQ�DUH�VSHFLDO�IRUPV�RI�UHSUHVHQWDWLRQ���IRU�H[DPSOH��UHSUHVHQWDWLRQ�RI�HWKQLF

FRPPXQLWLHV� LQ� D� VHFRQG� FKDPEHU�� SHUKDSV� DORQJ�ZLWK�SURIHVVLRQDO� RU� RWKHU� JURXSV�� DQG� HOHFWRUDO

OLVWV�RQ�WKH�EDVLV�RI�HWKQLFLW\�RU�PXOWL�PHPEHU�FRQVWLWXHQFLHV��,Q�)LML��IRU�H[DPSOH��D�V\VWHP�RI�UDFLDO

DQG� PL[HG� HOHFWRUDWHV� ZDV� FDUHIXOO\� FRQVWUXFWHG� WR� HQVXUH� WKH� SROLWLFDO� VXSUHPDF\� RI� LQGLJHQRXV

)LMLDQV� �*KDL� �������:KHUH� UHSUHVHQWDWLRQ� LV� EDVHG� RQ� JURXSV�� RQH� GHYLFH� WR� HQFRXUDJH�PRGHUDWH

UDWKHU�WKDQ�H[WUHPLVW�FDQGLGDWHV�LV�WR�DOORZ�JURXSV�WR�YRWH�IRU�HDFK�RWKHU·V�UHSUHVHQWDWLYHV��7KLV�KDV

EHHQ�SURSRVHG�E\�WKH�,QWHUQDWLRQDO�&ULVLV�JURXS�LQ�HOHFWLRQV�IRU�WKH�%RVQLDQ�3UHVLGHQF\�

• 7KH�WHQGHQF\�RI�3UHVLGHQWV�RU�3ULPH�0LQLVWHUV�WR�UHVRUW�WR�SRSXOLVW�HOHFWRUDO�DSSHDOV�DQG�WR�GLVUHJDUG

WKH� ULJKWV� DQG� LQWHUHVWV� RI� PLQRULWLHV� FDQ� EH� UHVWUDLQHG� WKURXJK� ¶KRUL]RQWDO� DFFRXQWDELOLW\·

�2·'RQQHOO����������L�H��DQ�H[HFXWLYH�ZKLFK�FDQ�EH�KHOG�WR�DFFRXQW�E\�WKH�OHJLVODWXUH�DQG�LV�REOLJHG�WR

UHVSHFW� WKH� FRQVWLWXWLRQ� E\� DQ� LQGHSHQGHQW� MXGLFLDU\�� 6RPH� HYLGHQFH� VXJJHVWV� WKDW� 3UHVLGHQWLDO

V\VWHPV�RI� JRYHUQPHQW� DUH�PRUH� SURQH� WR�PDMRULWDULDQLVP� DQG�PRUH� OLNHO\� DV� D� UHVXOW� WR� JHQHUDWH

VHULRXV�GLVVHQW�DQG�EH�SROLWLFDOO\�XQVWDEOH� WKDQ�SDUOLDPHQWDU\� IRUPV�RI�JRYHUQDQFH� �5H\QROGV������

6WHSDQ�DQG�6NDFK��������+RZHYHU�SDUOLDPHQWDU\�V\VWHPV�DUH�E\�QR�PHDQV�LPPXQH�WR�WKH�W\UDQQ\�RI

PDMRULW\��DV�WKH�H[SHULHQFH�RI�WKH�8.�DUJXDEO\�GHPRQVWUDWHV���$�JODQFH�DW�$SSHQGL[���ZLOO�UHYHDO�WKDW

WKHUH�LV�D�ZLGH�UDQJH�RI�OHJLVODWLYH�DQG�MXGLFLDO�FRQVWUDLQWV�E\�ZKLFK�H[HFXWLYHV�FDQ�EH�KHOG�LQ�FKHFN�

WKRXJK�ZKHWKHU�WKH\�DUH�HIIHFWLYH�SDUWO\�GHSHQGV�RQ�RWKHU�SROLWLFDO�IDFWRUV��QRWDEO\�WKH�SDUW\�V\VWHP�

WKDW�PD\�QRW�EH�VR�HDVLO\�LQIOXHQFHG�WKURXJK�FRQVWLWXWLRQDO�HQJLQHHULQJ�

• $QRWKHU�LPSRUWDQW�SURWHFWLRQ�DJDLQVW�WKH�DUELWUDU\�XVH�RI�SRZHU�E\�PDMRULWDULDQ�JRYHUQPHQWV��LV�WKH

HPEHGGHG� DXWRQRP\� RI� VWDWH� EXUHDXFUDFLHV� �(YDQV� ������ ������� 2Q� WKH� RQH� KDQG� WKHVH

EXUHDXFUDFLHV� VKRXOG� KDYH� DQ� LQEXLOW� FDSDFLW\� WR� UHVLVW� DWWHPSWV� E\� JRYHUQPHQWV� WR� LPSRVH

GLVFULPLQDWRU\�SROLFLHV�DQG�SUDFWLFHV��FRQVWUXFW�SDWURQDJH�V\VWHPV�DQG�HQJDJH�LQ�FRUUXSWLRQ��%XW�RQ

WKH�RWKHU�KDQG�WKH\�VKRXOG�RSHUDWH�ZLWKLQ�WKH�FRQVWLWXWLRQ�DQG�WKH�UXOH�RI�ODZ�DQG�EH�DFFRXQWDEOH�QRW

MXVW�WRZDUG�JRYHUQPHQWV�DQG�OHJLVODWXUH��EXW�DOVR�LQ�WKH�EURDGHU�FRXUW�RI�SXEOLF�RSLQLRQ�

• ,Q� VRFLHWLHV� WKDW� DUH� SURQH� WR� SROLWLFDO� YLROHQFH��GHPRFUDWLF� FRQWURO� RYHU� WKH� DUPHG� IRUFHV� DQG

SROLFH�LV�SDUWLFXODUO\�FUXFLDO��6WHSDQ�������+XWFKIXO��������/XFNKDP��������*RYHUQPHQWV�VKRXOG�QRW

EH�DEOH�WR�XVH�WKHP�DV�SDUWLVDQ�SROLWLFDO� LQVWUXPHQWV�VLQFH�WKLV�DOPRVW� LQYDULDEO\�HQFRXUDJHV�KXPDQ

ULJKWV� DEXVHV� DQG� IDQV� WKH� IODPHV� RI� FRQIOLFW�� %XW� QRU� VKRXOG� WKH� DUPHG� IRUFHV� EH� DOORZHG� WR

FRQVWLWXWH�WKHPVHOYHV�DV�VHOI�SURFODLPHG�JXDUGLDQV�RI�WKH�QDWLRQDO�LQWHUHVW��DQ�LGHRORJLFDO�FODLP�ZLGHO\

DEXVHG� WR� MXVWLI\� LQWHUYHQWLRQ� LQ� SROLWLFV�� ,QGHHG�� RQH� RI� WKH� PRVW� FUXFLDO� LVVXHV� IRU� PRVW� QHZ

GHPRFUDFLHV� LV�KRZ�WR�UROO�EDFN� WKH�SROLWLFDO�DQG�SURIHVVLRQDO�SUHURJDWLYHV�DSSURSULDWHG�E\�PLOLWDU\

HVWDEOLVKPHQWV� DQG� ZDUORUGV� GXULQJ� SURWUDFWHG� DXWKRULWDULDQ� UXOH� DQG�RU� DUPHG� FRQIOLFW� �� ZLWKRXW

SUHFLSLWDWLQJ�PLOLWDU\�UHLQWHUYHQWLRQ�RU�UHWXUQ�WR�ZDU�E\�GLVJUXQWOHG�H[�FRPEDWDQWV�

                                                                                                                                                       
�� 6HH� (XURSHDQ� 8QLRQ�� (&� 6RPDOLD� 8QLW� ������� IRU� DQ� LQWHUHVWLQJ� FRPSDULVRQ� RI� WKH� DGYDQWDJHV� DQG

GLVDGYDQWDJHV�RI�WKHVH�RSWLRQV�LQ�UHJDUG�WR�UHEXLOGLQJ�VWDWH�DXWKRULW\�LQ�6RPDOLD�



��

�LLL� �&RQVRFLDWLRQDOLVP

&RQVRFLDWLRQDOLVP��ZKRVH�PRVW�FHOHEUDWHG�H[SRQHQW�LV�/LMSKDUW�������LQ�HVVHQFH�DLPV�WR�UHVWUXFWXUH�WKH

HQWLUH�SROLWLFDO�V\VWHP�DURXQG�WKH�SULQFLSOH�RI�FRUSRUDWH�GHFHQWUDOLVDWLRQ��VHH�DERYH���,WV�FHQWUDO�SUHPLVH�LV

WKDW� FOHDYDJHV� EHWZHHQ� FRPPXQLWLHV� LQ� SOXUDO� VRFLHWLHV� UXQ� VR� GHHS� WKDW� FRQVWLWXWLRQDO� WLQNHULQJ� ZLWK

PDMRULWDULDQ�GHPRFUDF\�LV�QRW�HQRXJK��+HQFH��SROLWLFDO�LQVWLWXWLRQV�QHHG�WR�EH�H[SOLFLWO\�UHGHVLJQHG�VR�DV

WR�EULGJH�WKHVH�FOHDYDJHV��DOO�WKH�PRUH�VR�LQ�VRFLHWLHV�FRSLQJ�ZLWK�WKH�GLYLVLYH�OHJDFLHV�RI�SURWUDFWHG�DUPHG

FRQIOLFW�

7KH�PRGHO�RI�FRQVRFLDWLRQDOLVP�VSHOW�RXW�E\�/LMSKDUW�DQG�RWKHUV�FRPSULVHV�IRXU�EDVLF�HOHPHQWV�����D�

JUDQG�FRDOLWLRQV�HQVXULQJ�H[HFXWLYH�SRZHUVKDULQJ�DPRQJ�WKH�UHSUHVHQWDWLYHV�RI�DOO�VLJQLILFDQW�JURXSV��LQ

SUDFWLFH� HWKQLF� DQG� RWKHU� FRPPXQDOO\�EDVHG� HOLWHV��� �E�� VHJPHQWDO� DXWRQRP\�� L�H�� D� KLJK� GHJUHH� RI

LQWHUQDO� SROLWLFDO� DQG� FXOWXUDO� VHOI�UHJXODWLRQ� IRU� DOO� JURXSV� WKDW� ZDQW� LW�� �F�� SURSRUWLRQDOLW\�� L�H�� ERWK

SURSRUWLRQDO� HOHFWRUDO� UHSUHVHQWDWLRQ� DQG�SURSRUWLRQDO� DOORFDWLRQ� RI�SXEOLF� IXQGLQJ� DQG�RI� JRYHUQPHQW

MREV� RQ� D� FRPPXQDO�EDVLV� �LQ� WKH� FLYLO� VHUYLFH��PLOLWDU\�� MXGLFLDU\� HWF���� �G��PXWXDO� YHWRHV�� JUDQWLQJ� DOO

JURXSV�LQFOXGLQJ�PLQRULWLHV�VLJQLILFDQW�SRZHUV�WR�EORFN�GHFLVLRQV�RQ�YLWDO�LVVXHV�

0DQ\� UHFHQW� SRVW�FRQIOLFW� DJUHHPHQWV� KDYH� EHHQ� FRQVRFLDWLRQDO� LQ� IRUP�� EHLQJ� GHVLJQHG� WR� JUDQW

HTXDO� VWDWXV� DQG� YHWR� SRZHU� WR� WKH� FRQVWLWXHQW� JURXSV� �LQ� WKLV� UHVSHFW� WKH\� DUH� QRW� GLVVLPLODU� WR� WKH

FRQIOLFW�UHVROXWLRQ�DSSURDFK�FKDUDFWHULVHG�E\�%DNHU��������LQ�7DEOH�����7KLV�LV�WKH�FDVH�ZLWK�WKH�'D\WRQ

DQG� 2VOR� DJUHHPHQWV� IRU� H[DPSOH�� WKH� UHFHQW� DJUHHPHQW� LQ� 1RUWKHUQ� ,UHODQG� DQG� WKH� DJUHHPHQW

HVWDEOLVKLQJ� WKH�*RYHUQPHQW� RI�1DWLRQDO�8QLW\� LQ� 6RXWK�$IULFD�� %XW� D� FHQWUDO� TXHVWLRQ� LQ� DOO� RI� WKHVH

FDVHV�LV�ZKHWKHU�RU�QRW�WKH�LQVWLWXWLRQV�ZKLFK�EXLOG�SHDFH�EHWZHHQ�FRPPXQLWLHV�DQG�IDFLOLWDWH�WUDQVLWLRQ�WR

GHPRFUDF\� DUH� DSSURSULDWH� IRU� FRQVROLGDWLQJ�GHPRFUDF\�RYHU� WKH� ORQJ� UXQ� �VHH�0DSKDL� �����RQ�6RXWK

$IULFD��

,QGHHG��FRQVRFLDWLRQDO�V\VWHPV�FDQ�RIWHQ�HQWUHQFK�DQG�H[DFHUEDWH�FRQIOLFW��DV�ZDV�WKH�FDVH�ZLWK�WKH

FRQVWLWXWLRQV�RI�&\SUXV�DQG�/HEDQRQ��<HW�LQ�VRPH�FDVHV��LW�VHHPV�FRQVRFLDOLVDWLRQDOLVP�LV�FRQVLGHUHG�WKH

OHVVHU� HYLO� RU� EHVW� RSWLRQ� XQGHU� FXUUHQW� FLUFXPVWDQFHV�� ,W� LV� LQWHUHVWLQJ� WR� QRWH� WKDW� RSLQLRQ� SROOV� LQ

/HEDQRQ�LQ�WKH�����V�VKRZHG�WKDW�WKH�PDMRULW\�RI�0RVOHPV�DQG�&KULVWLDQV�VXSSRUWHG�WKH�UHVWRUDWLRQ�RI

WKH�SUHYLRXV�FRQVRFLDWLRQDOLVW�FRQVWLWXWLRQDO�DUUDQJHPHQWV��6PRRKD�DQG�+DQI��������)ODZHG�DV�WKH�ODWWHU

PD\�KDYH�EHHQ��WKH\�ZHUH�FOHDUO\�SHUFHLYHG�DV�EHWWHU�WKDQ�WKH�DOWHUQDWLYHV�LQ�D�VRFLHW\�WKDW�KDG�EHHQ�GHHSO\

SRODULVHG�E\�FRQIOLFW�

+RZHYHU��ZKLOH�DFFRPPRGDWLRQ�RI�LGHQWLWLHV�QHHGV�WR�EH�WKH�VWDUWLQJ�SRLQW��WKH�SRLQW�RI�WKH�SROLWLFDO

SURFHVV�PXVW� QRW� EH� WR� UHSURGXFH� GXDOLWLHV� RU� GLIIHUHQFHV�� EXW� WR� WUDQVFHQG� WKHP�� 7KH� SUREOHP� ZLWK

SRZHU�VKDULQJ� DUUDQJHPHQWV� LV� WKDW� LGHQWLWLHV� EHFRPH� SHUPDQHQW� DUWHIDFWV� LQVWLWXWLRQDOLVHG� LQ� WKH

VWUXFWXUHV� RI� WKH� VWDWH� DQG� FRQILUPHG� E\� WKH� SROLWLFDO� SURFHVV� VHW� LQ� PRWLRQ� E\� WKDW� VWDWH�� ,I� VXFK

DJUHHPHQWV��ZKLFK�DUH�HVVHQWLDOO\�WUXFHV�QRW�SHDFH�DJUHHPHQWV��DUH�WR�VXFFHHG�LQ�WUDQVIRUPLQJ�WUXFHV�LQWR

SHDFH�� WKLV�ZLOO� EH� IRU� SROLWLFDO� UHDVRQV�� ,Q� RWKHU�ZRUGV�� SHDFH� FDQ� EH� EXLOW� LQ� VXFK� FLUFXPVWDQFHV�� QRW

EHFDXVH�RI�WKH�DJUHHPHQW�DQG�LQGHHG�SHUKDSV�GHVSLWH�WKH�DJUHHPHQW��%XW�LW�GHSHQGV�RQ�SXEOLF�VXSSRUW�IRU

                                                
�� $V�FRQYHQLHQWO\�VXPPDULVHG�E\�5H\QROGV��������SS��������



��

SHDFH�DQG�SXEOLF�RSSRVLWLRQ� WR�HWKQLF�SRODULVDWLRQ��7KXV� WKH�1RUWKHUQ�,UHODQG�$JUHHPHQW�GLIIHUV� IURP

WKH�'D\WRQ�RU�2VOR�$JUHHPHQW� EHFDXVH� LW�ZDV� SUHFHGHG�E\� H[WHQVLYH� ERWWRP�XS� LQWHJUDWLYH� SURFHVVHV

ZKLFK�KHOSHG�WR�EXLOG�D�SRZHUIXO�FRQVWLWXHQF\�IRU�SHDFH�

+HQFH�� WKHUH� LV�PXFK� URRP� IRU�GLVSXWH� DERXW�ZKHWKHU� SRZHUVKDULQJ� VKRXOG� EH�PDGH� LQWR� D� IXOO\

LQVWLWXWLRQDOLVHG� IHDWXUH� RI� WKH� FRQVWLWXWLRQDO� VHWWOHPHQW�� DV� LQ� SDUDGLJPDWLF� FDVHV� RI� FRQVRFLDWLRQDOLVP

VXFK� DV� 6ZLW]HUODQG��%HOJLXP��0DOD\VLD� RU�)LML�� RU�ZKHWKHU� LW� LV� HQRXJK� WR� OHDYH� GHPRFUDWLF� SROLWLFV� WR

SURGXFH� WKH� UHTXLVLWH� LQWHU�FRPPXQDO� SROLWLFDO� DFFRPPRGDWLRQV�� /LMSKDUW� KLPVHOI� ������� KDV� UHFHQWO\

FODLPHG�WKDW�ERWK�,QGLDQ�GHPRFUDF\�DQG�6RXWK�$IULFD·V�SRVW�DSDUWKHLG�FRQVWLWXWLRQ�HPERG\�WKH�¶VSLULW·�RI

FRQVRFLDWLRQDOLVP��GHVSLWH� FRQVWLWXWLRQDO� DUUDQJHPHQWV�ZKLFK�ZRXOG�DSSHDU� WR� HQVKULQH�PRUH�RUWKRGR[

YHUVLRQV� RI� OLEHUDO� GHPRFUDF\���� %XW� LQ� RXU� YLHZ� WKLV� VHHPV� WR� ZHDNHQ� WKH� FRQVRFLDWLRQDOLVW� FDVH� WKDW

IRUPDO�UXOHV�DQG�LQFHQWLYH�VWUXFWXUHV�DUH�QHHGHG�WR�LQVWLWXWLRQDOLVH�FRRSHUDWLRQ�EHWZHHQ�GLYLGHG�JURXSV�

$ERYH� DOO� LW� VHHPV� GRXEWIXO� ZKHWKHU� FRQVRFLDWLRQDOLVP� LV� FDSDEOH� RI� WDFNOLQJ� WKH� EDVLF� VRFLDO

LQHTXLWLHV�ZKLFK�VR�RIWHQ�IXHO� FRQIOLFW�� ,W� LV� WRR� UHOLDQW�RQ�SROLWLFDO� FRRSHUDWLRQ�DPRQJ�HWKQLFDOO\�EDVHG

HOLWHV��,W�PD\�VRPHWLPHV�EH�H[SOLFLWO\�DQWL�GHPRFUDWLF�DV� LQ�0DOD\VLD�ZKHUH�DOWHUQDWLYH�PHDVXUHV��DFWLRQV

DQG� TXRWDV� DUH� GHVLJQHG� WR� UHLQIRUFH� EXPLSXWHUD� SROLWLFDO� DVFHQGDQF\�� IRU� LQVWDQFH� E\� H[FOXGLQJ� FHUWDLQ

HWKQLF� JURXSV� IURP� NH\� PLOLWDU\�� SROLFH� DQG� EXUHDXFUDWLF� SRVWV�� ¶SRZHUVKDULQJ·� LQ� VXFK� FDVHV� PD\� EH

VRPHWKLQJ�RI�D�PLVQRPHU����,W�LV�YXOQHUDEOH�WR�WKH�VSRLOLQJ�WDFWLFV�RI�JURXSV��OLNH�,QNDWKD�LQ�6RXWK�$IULFD�

7DXNHL� LQ�)LML�RU�6HUE�HWKQR�QDWLRQDOLVW�SROLWLFLDQV� LQ�%RVQLD��ZLOOLQJ� WR�SOD\� WKH�HWKQLF�FDUG� WR� WKH�KLOW�

$QG�LW�LV�SURQH�WR�SROLWLFDO�LPPRELOLVP��GXH�WR�WKH�SUREOHPV�RI�QHJRWLDWLQJ�FRQVHQVXV�RQ�LPSRUWDQW�DQG

FRQWURYHUVLDO�JRYHUQPHQW�GHFLVLRQV����$V�&KHUU\�QRWHV�LQ�UHODWLRQ�WR�6RXWK�$IULFD�VLQFH�WKH������HOHFWLRQV

�VHH�DOVR�1ROXWVKXQJX������IRU�D�SRZHUIXO�VWDWHPHQW�RI�D�VLPLODU�DUJXPHQW��

LW� KDV� EHFRPH� LQFUHDVLQJO\� DSSDUHQW� WKDW� HWKQLF� FRQIOLFW� LV� QRW� WKH� GULYLQJ� IRUFH� LQ� 6RXWK�$IULFDQ

SROLWLFDO�OLIH��7KHUH�DUH�RWKHU�¶IDXOWOLQHV·�LQ�6RXWK�$IULFDQ�VRFLHW\�«�ZKLFK�FXW�DFURVV�HWKQLF�IRUPV�RI

SROLWLFDO� LGHQWLW\� DQG� PRELOLVDWLRQ�� $� PRUH� XVHIXO� DSSURDFK� LV� RQH� ZKLFK� HPSKDVLVHV� WKH

LQFRUSRUDWLRQ� QRW� RI� PLQRULWLHV�� EXW� RI� WKH� PDMRULW\� RI� FLWL]HQV�� QRW� RQO\� SROLWLFDOO\�� EXW

HFRQRPLFDOO\���� >7KLV� HQWDLOV� WKH@� GHPRFUDWLVDWLRQ� RI� SDUWLFLSDWLRQ� E\� RUGLQDU\� FLWL]HQV�� DQG

GHPRFUDWLVDWLRQ�RI�DFFHVV�WR�UHVRXUFHV�

                                                
�� $OWKRXJK��DUJXDEO\��WKHUH�DUH�DVSHFWV�RI�,QGLD·V�FRQVWLWXWLRQDO�DQG�OHJDO�DUUDQJHPHQWV���VXFK�DV�WKH�UHFRJQLWLRQ

RI�VHSDUDWH�+LQGX�DQG�0XVOLP�IDPLO\�ODZ���ZKLFK�DUH�FRQVRFLDWLRQDO�
�� ,Q�WKH�VHQVH�WKDW�HYHQ�LI�SRZHU�LV�¶VKDUHG·��LW�LV�VKDUHG�XQHTXDOO\��7KH�DUJXPHQW�WKDW�WKLV�RIIVHWV�WKH�GLIIHUHQWLDO

HFRQRPLF� HQGRZPHQWV� RI� WKH� YDULRXV� HWKQLF� JURXSV� LQ�0DOD\VLD�� GRHV� QRW� DOWHU� WKH� IDFW� WKDW� LW� GLPLQLVKHV
SROLWLFDO�GHPRFUDF\�

�� $OWKRXJK� QRQH� RI� WKHVH� DUH� WKH� LQHYLWDEOH� UHVXOW� RI� FRQVRFLDWLRQDOLVP� DQG� WKHUH� DUH� LPSRUWDQW� H[FHSWLRQV� DV
5H\QROGV��������FKDSWHU����DUJXHV�



��

�LY��,QWHJUDWLYH�3RZHUVKDULQJ

$UH� WKHUH� IRUPV�RI� SRZHUVKDULQJ�ZKLFK� FRXOG� RIIVHW� FRQVRFLDWLRQDOLVP¶V� WHQGHQF\� WR� HQVKULQH� VRFLHWDO

FOHDYDJHV�LQ�FRQVWLWXWLRQDO�DQG�SROLWLFDO�IRUPXODV"�)RU�HWKQLFLW\��UDFH�DQG�UHOLJLRQ�HWF��DUH�E\�QR�PHDQV�WKH

VROH�RU�HYHQ�WKH�PRVW�LPSRUWDQW�GHWHUPLQDQWV�RI�SROLWLFDO�EHKDYLRXU�LQ�SOXUDO�VRFLHWLHV��2QO\�LQ�WKH�PRUH

H[WUHPH� FDVHV� DUH� SROLWLFDO� SDUWLHV� HWKQLFDOO\� H[FOXVLYH� DQG� HOHFWLRQV� VLPSO\� HWKQLF� FHQVXVHV�� )UHTXHQWO\

SDUWLHV� PRELOLVH� DFURVV� DV� ZHOO� DV� ZLWKLQ� HWKQLF� ERXQGDULHV�� DQG� YRWLQJ� SDWWHUQV� UHIOHFW� FRPSOH[

LQWHUDFWLRQV�EHWZHHQ�HWKQLFLW\�DQG�RWKHU�YDULDEOHV��5H\QROGV�������5H\QROGV�DQG�6LVN�������<RXQJ�������

+HQFH�� JHQXLQHO\� LQWHJUDWLYH� IRUPV� RI� SRZHUVKDULQJ� VKRXOG� QRW� FU\VWDOOLVH� H[LVWLQJ� FRPPXQDO

FOHDYDJHV��5DWKHU��WKH\�VKRXOG�FRQVWUXFW�FURVV�FXWWLQJ�FRDOLWLRQV�WUDQVFHQGLQJ�WKHVH�VRFLDO�GLYLVLRQV��7KH\

FRXOG� VWLOO� UHO\� RQ� SURSRUWLRQDO� UHSUHVHQWDWLRQ� DQG� DIILUPDWLYH� DFWLRQ� WR� DVVXUH� UHSUHVHQWDWLRQ� RI� DOO

JURXSV��HVSHFLDOO\�PLQRULWLHV��LQ�WKH�OHJLVODWXUH��JRYHUQPHQW�DQG�RWKHU�SXEOLF�SRVLWLRQV��%XW�SRZHUVKDULQJ

DUUDQJHPHQWV�WKHPVHOYHV�QHHG�QRW�EH�FRQVWLWXWLRQDOLVHG��7R�WKH�FRQWUDU\�WKH\�VKRXOG�EH�VHOI�OLTXLGDWLQJ�

DQG�OHDYH�VSDFH�IRU�QHZ�IRUPV�RI�QRQ�FRPPXQDO�SROLWLFV�WR�HPHUJH�ZKHQ�WKH�ZRXQGV�RI�FRQIOLFW�KHDO�

$�JRRG�H[DPSOH�LV�6RXWK�$IULFD��ZKHUH�WKH�*RYHUQPHQW�RI�1DWLRQDO�8QLW\�IRUPHG�GXULQJ�WKH�SRVW�

DSDUWKHLG�WUDQVLWLRQ�ZDV�GLVVROYHG�QRW�ORQJ�DIWHU�WKH�FRQVWLWXWLRQ�PDNLQJ�H[HUFLVH�ZDV�FRPSOHWH���EXW�QRW

EHIRUH� WKHUH� KDG� EHHQ� KHDWHG� GHEDWH� EHWZHHQ� DGYRFDWHV� RI� ORQJHU�WHUP� SRZHUVKDULQJ� DQG� WKRVH� ZKR

EHOLHYHG�LW�ZRXOG�VWLIOH�GHPRFUDWLF�FRQWHVWDWLRQ�DQG�PDNH�JRYHUQPHQWV�OHVV�DFFRXQWDEOH����,Q�VRPH�RWKHU

SROLWLFDO�V\VWHPV�SRZHUVKDULQJ�KDV�LQYROYHG�FRQVWDQWO\�VKLIWLQJ�DOOLDQFHV�DPRQJ�SDUWLHV��DV�LQ�7KDLODQG�DQG

VRPH�FRXQWULHV�LQ�FRQWLQHQWDO�(XURSH��,Q�RWKHUV��SDUW\�DOOLDQFHV�KDYH�EHHQ�ORQJHU�WHUP��DV�LQ�&RORPELD���

0DXULWLXV� RU� 0DOD\VLD� �WKRXJK� WKH� ODWWHU� LV� DQ� H[DPSOH� RI� FRQVRFLDWLRQDOLVP� UDWKHU� WKDQ� LQWHJUDWLYH

SRZHUVKDULQJ���,Q�\HW�RWKHUV��GRPLQDQW�EXW�LQWHJUDWLYH�SROLWLFDO�SDUWLHV���VXFK�DV�WKH�$1&�LQ�6RXWK�$IULFD�

=$18�3)� �DIWHU� LWV� PHUJHU� ZLWK� =$38�� LQ� =LPEDEZH�� &&0� LQ� 7DQ]DQLD� RU� �XQWLO� WKH� ����V�� WKH

&RQJUHVV� 3DUW\� LQ� ,QGLD� �� KDYH� EHHQ� WKH� SULQFLSDO� YHKLFOHV� IRU� FRDOLWLRQ�EXLOGLQJ��:KDW�PDWWHUV� LV� WKH

RYHUDOO�FRPPLWPHQW�WR�SROLWLFDO�DQG�VRFLDO�LQFOXVLRQ��UDWKHU�WKDQ�WKH�SDUWLFXODU�SROLWLFDO�IRUPXOD�E\�ZKLFK

LW�LV�DFKLHYHG�

,QWHJUDWLYH�SRZHUVKDULQJ�PD\�ZHOO� EH� IDFLOLWDWHG�E\� H[SOLFLW� UHFRJQLWLRQ�RI� FXOWXUDO� GLIIHUHQFHV�� IRU

LQVWDQFH�WKURXJK�ODQJXDJH�DQG�HGXFDWLRQ�SROLFLHV�DQG�YDULDWLRQV�LQ�SHUVRQDO�ODZ��<HW�WKH�XOWLPDWH�JRDO�RI

VXFK� UHFRJQLWLRQ� ZRXOG� EH� WR� GHSROLWLFLVH� WKHVH� GLIIHUHQFHV� DQG� LQVXODWH� WKHP� IURP� SDUWLVDQ� SROLWLFDO

GHEDWH��$IILUPDWLYH�DFWLRQ�PLJKW�EH�XVHG�WR�UHGUHVV�KLVWRULFDO�LPEDODQFHV�EHWZHHQ�UHJLRQV��HWKQLF�JURXSV

RU� UHOLJLRXV� FRQIHVVLRQV�� %XW� SRZHUVKDULQJ� SUREDEO\� VKRXOG� QRW� HVWDEOLVK� SHUPDQHQW� HWKQLF� TXRWDV�

SURYLGH� IRU�FRPPXQDO�VHOI�UHJXODWLRQ��RU� DFFRUG�YHWR�SRZHUV� WR�PLQRULWLHV� �� UHO\LQJ�PRUH�RQ�XQLYHUVDO

JXDUDQWHHV� RI� KXPDQ� ULJKWV� DQG� FRQVWLWXWLRQDO� FKHFNV� DQG� EDODQFHV� WR� DVVXUH� SROLWLFDO� LQFOXVLRQ� DQG

SURWHFW�PLQRULW\�LQWHUHVWV�

                                                
�� )RU� WKH� DUJXPHQWV�RQ� ERWK� VLGHV� VHH� -XQJ� DQG�6KDSLUR� ������� ������ DQG�.RHEOH� DQG�5H\QROGV� ��������7KH

ODWWHU�DGYRFDWH�SRZHUVKDULQJ��EXW�GLVWLQJXLVK�LW�IURP�FRQVRFLDWLRQDOLVP��ZKLFK�/LMSKDUW��������������DQG�RWKHUV
KDG�DGYRFDWHG�GXULQJ�WKH�HDUO\�VWDJHV�RI�WUDQVLWLRQ�IURP�DSDUWKHLG�

�� :KHUH��KRZHYHU��WKH�EDVLF�OLQHV�RI�FOHDYDJH�KDYH�EHHQ�FODVV�EDVHG�UDWKHU�WKDQ�FRPPXQDO�



��

7KDW� LV� WR� VD\� LQWHJUDWLYH� SRZHUVKDULQJ� FDOOV� XSRQ� PXFK� WKH� VDPH� PHQX� RI� FRQVWLWXWLRQDO� DQG

SROLWLFDO�FKRLFHV�DV�GHPRFUDWLF�FRXQWHU�PDMRULWDULDQLVP��VXPPDULVHG�DERYH��,WV�GLIIHUHQFHV�IURP�WKH�ODWWHU

DUH�SDUWO\�D�PDWWHU�RI�GHJUHH��)RU� LQVWDQFH��VRPH�FRQVWLWXWLRQDO�GHYLFHV� WKDW�PD\�RU�PD\�QRW� IHDWXUH� LQ

GHPRFUDWLF� FRXQWHU�PDMRULWDULDQLVP� �� OLNH� 35� RU� D� WZR�FKDPEHU� OHJLVODWXUH� �� ZRXOG� VHHP� WR� EH� PRUH

LQGLVSHQVDEOH� WR� LQWHJUDWLYH� SRZHUVKDULQJ�� 6RPH� LQVWLWXWLRQDO� FKRLFHV�� PRUHRYHU�� ZRXOG� VHHP� WR� EH

VSHFLILF� WR�WKH� ODWWHU�� IRU� LQVWDQFH��QRW�PHUHO\�35��EXW� WKRVH�IRUPV�RI� LW� OLNH� WKH�679�ZKLFK�HQFRXUDJH

SROLWLFDO�SDUWLHV�WR�PDNH�HOHFWRUDO�DSSHDOV�RXWVLGH�WKHLU�RZQ�SDUWLFXODU�HWKQLF�RU�UHJLRQDO�FRQVWLWXHQFLHV�

+RZHYHU�� HYHQ� LQWHJUDWLYH� IRUPV� RI� SRZHUVKDULQJ� DUH� RSHQ� WR� WKH� VDPH� REMHFWLRQV� DV

FRQVRFLDWLRQDOLVP��VHH�7DEOH�����LQFOXGLQJ�WKHLU�RYHU�HPSKDVLV�RQ�HOLWH�SROLWLFV��LQVXODWLRQ�RI�JRYHUQPHQWV

IURP�RSSRVLWLRQ�FULWLFLVP�DQG�WHQGHQF\�WR�SROLWLFDO�LPPRELOLVP��,Q�&RORPELD��IRU�H[DPSOH��SRZHUVKDULQJ

DPRQJ�WKH�PDLQ�SROLWLFDO�SDUWLHV�GLG�QRW�HQDEOH�JRYHUQPHQWV�WR�WDNH�WKH�KDUG�GHFLVLRQV�QHHGHG�WR�WDFNOH

WKH�FRXQWU\·V�FRQIOLFWV��LQFOXGLQJ�FXUELQJ�WKH�SUHURJDWLYHV�RI�WKH�DUPHG�IRUFHV�DQG�SDUDPLOLWDULHV��+DUWO\Q

�������DQG�HYHQ�WKH�FXUUHQW�3DVWUDPD�JRYHUQPHQW�ZKLFK�KDV�ILQDOO\�JUDVSHG�WKH�QHWWOH�RI�QHJRWLDWLRQ�ZLWK

UHEHO�JURXSV�VWLOO�ILQGV�LWVHOI�LQ�D�SROLWLFDO�LPSDVVH��*RYHUQPHQWV�FDQ�HDVLO\�PDQLSXODWH�FRDOLWLRQ�SROLWLFV�LQ

RUGHU� WR� IUDJPHQW� DQG�ZHDNHQ�SRWHQWLDO� RSSRVLWLRQ�� DV� LQ� 6HQHJDO� �%HFN� ������'LDZ� DQG�'LRXI� ������

WKHUHE\�ZHDNHQLQJ�GHPRFUDWLF�SURFHVVHV��:KHUH�UHGLVWULEXWLYH�SROLWLFV�WDNHV�SODFH�EHKLQG�FORVHG�GRRUV��DV

LQ� DOO� WRR�PDQ\�PXOWL�HWKQLF� VWDWHV�� WKH�PXWXDO� VXVSLFLRQ� DPRQJ�GLIIHUHQW� HWKQLF� FRQVWLWXHQFLHV� FDQ� EH

PRUH�LQWHQVH�WKDQ�ZKHUH�LW�LV�RSHQ�WR�SXEOLF�VFUXWLQ\�DQG�GHEDWH��$W�WKH�VDPH�WLPH�LI�JRYHUQPHQWV·�URRP

IRU�PDQRHXYUH� LV� QRW� FRQVWUDLQHG� E\� WKH� QHHG� WR� SOD\� RII� GLIIHUHQW� HWKQLF� DQG� UHJLRQDO� FRQVWLWXHQFLHV

DJDLQVW�HDFK�RWKHU��WKH\�PD\�ILQG�LW�HDVLHU�WR�JRYHUQ�HIIHFWLYHO\�DQG�SXVK�WKURXJK�UHGLVWULEXWLYH�SROLFLHV�WR

EHQHILW�WKH�VRFLDOO\�DQG�SROLWLFDOO\�H[FOXGHG�

3RZHUVKDULQJ��LQ�VXP��VKRXOG�EH�VHHQ�DV�D�WRRO�RI�GHPRFUDWLF�SROLWLFV�UDWKHU�WKDQ�DV�D�JRDO�LQ�LWV�RZQ

ULJKW��,W�FDQ�EH�D�YDOXDEOH�DLG�WR�FRQILGHQFH�EXLOGLQJ��HQFRXUDJLQJ�SROLWLFDOO\�RUJDQLVHG�JURXSV�LQ�GLYLGHG

VRFLHWLHV�WR�FRRSHUDWH�DQG�UHVROYH�WKHLU�GLVSXWHV�SHDFHIXOO\��<HW�GHPRFUDWLVDWLRQ�VKRXOG�HYHQWXDOO\�EH�DEOH

WR�PDNH�SRZHUVKDULQJ�UHGXQGDQW���E\�HQVXULQJ�WKDW�GLVSXWHV�DUH�UHVROYHG�WKURXJK�WKH�GHPRFUDWLF�SURFHVV

LWVHOI��DQG�WKDW�WKH�ULJKWV�DQG�IUHHGRPV�RI�DOO�DUH�HTXDOO\�SURWHFWHG�XQGHU�WKH�UXOH�RI�ODZ�

9���&21&/86,21

7KLV�ZRUNLQJ�SDSHU� KDV� IRFXVVHG� RQ� IRXU� FRQWHPSRUDU\� GHEDWHV� DERXW� GHPRFUDF\�� QDPHO\�� ZKDW� GRHV

GHPRFUDF\� PHDQ�� KRZ� IDU� GR� GHPRFUDWLF� YDOXHV� DQG� LQVWLWXWLRQV� SHQHWUDWH� VRFLHW\�� KRZ� IDU� GR

GHPRFUDFLHV�SURYLGH�FRQGLWLRQV�IRU�HIIHFWLYH�DQWL�SRYHUW\�SROLFLHV��DQG�KRZ�IDU�GR�WKH\�KHOS�UHVROYH���RU

SURYRNH���QHZ�IRUPV�RI�FRQIOLFW��&XWWLQJ�DFURVV�HDFK�RI�WKHVH�GLVFXVVLRQV�KDV�EHHQ�D�GLVWLQFWLRQ�EHWZHHQ

GHPRFUDWLF�LQVWLWXWLRQV�DQG�GHPRFUDWLF�SROLWLFV��7KLV�GLVWLQFWLRQ�LV�D�UHPLQGHU�WKDW�GHPRFUDWLVDWLRQ�LV�QRW

MXVW�D�SURFHVV�RI�LPSODQWLQJ�IRUPDO�LQVWLWXWLRQV�RI�OLEHUDO�GHPRFUDF\��EXW�D�SURMHFW�RI�QRUP�FUHDWLRQ�DQG

FXOWXUDO�FKDQJH� WR�IDFLOLWDWH�D�GHPRFUDWLF�SROLWLFV�ZKLFK�DFFRPPRGDWHV�GLYHUVLW\��RSSRVLWLRQ��DQG�ZKLFK

DLPV�DW�EXLOGLQJ�VRFLDO�FRQVHQVXV�
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:H�KDYH� FKRVHQ� WR� DGGUHVV� GLOHPPDV� RI�XQHTXDO� FLWL]HQVKLS� ULJKWV�� SRYHUW\�� DQG� FRQIOLFW� EHFDXVH

FRQWHPSRUDU\� JRYHUQDQFH� GHEDWHV� DUH� EXUGHQHG� ZLWK� DVVXPSWLRQV� DERXW� WKH� SRVLWLYH� FRQWULEXWLRQ� RI

GHPRFUDF\� WR� FLYLO� DQG� SROLWLFDO� HTXDOLW\�� SRYHUW\� UHGXFWLRQ�� DQG� FRQIOLFW� UHVROXWLRQ�� LQ� VSLWH� RI� WKH

LQFRQFOXVLYHQHVV�RI� WKH�HPSLULFDO� HYLGHQFH� UHJDUGLQJ� WKHVH� UHODWLRQVKLSV��:KHQ�RQH�EHJLQV�� DV�ZH�KDYH

GRQH�KHUH��ZLWK�WKH�¶GHHS�SROLWLFV�RI�VRFLHW\·��VRFLDO�UHODWLRQV�DQG�FRQIOLFW��UDWKHU�WKDQ�WKH�KLJK�SROLWLFV�RI

WKH� VWDWH�� D� UDQJH� RI� GHPRFUDWLF� GHILFLWV� DUH� LOOXPLQDWHG�� 7KHVH� GHILFLWV� DUH� QRW� DOZD\V� LPPHGLDWHO\

DSSDUHQW�LQ�JRYHUQDQFH�GHEDWHV�ZKLFK�IRFXV�XSRQ�WKH�IRUPDO�LQVWLWXWLRQV�RI�GHPRFUDF\�

$ZDUHQHVV�RI�WKH�GHILFLWV�FDXVHG�E\�WKH�LQKHUHQW�HOLWH�ELDV�LQ�GHPRFUDWLF�LQVWLWXWLRQV�DQG�LQ�SROLWLFDO

FRPSHWLWLRQ�VKRXOG�QRW� LQKLELW� DQ�DSSUHFLDWLRQ�RI� WKH� URRP�IRU� DJHQF\� DQG� LQVWLWXWLRQDO� HQJLQHHULQJ� LQ

GHPRFUDFLHV��5HDOSROLWLN� GLFWDWHV� WKDW� LQVWLWXWLRQV� DUH� VHOGRP� FKRVHQ�SXUHO\� RQ� WKHLU�PHULWV�� EXW� UDWKHU

XSRQ�WKH�FDOFXOXV�RI�SROLWLFDO�DGYDQWDJH��UHIOHFWLQJ�WKH�DELOLW\�RI�GLIIHUHQW�SROLWLFDO� LQWHUHVWV�WR�GHWHUPLQH

WKH� RXWFRPH� RI� FRQVWLWXWLRQDO� VHWWOHPHQWV� WR� WKHLU� RZQ� DGYDQWDJH�� 7KRVH� ZKR� GHVLJQ� LQVWLWXWLRQV� ZLOO

XVXDOO\�EHORQJ�WR�WKH�SROLWLFDOO\�DQG�VRFLDOO\�GRPLQDQW�JURXS�RI�WKH�PRPHQW��DQG�ZLOO�FKRVH� LQVWLWXWLRQV

OLNHO\� WR� HQWUHQFK� WKHP� LQ�SRZHU���� 7KH� FKDOOHQJH� LV� WR� VHH� WKDW� LQ� WKHVH�PRPHQWV� RI� V\VWHPV� FKDQJH�

HTXLW\�DJHQGDV�DUH�DGYDQFHG�WRR��8JDQGD�DQG�6RXWK�$IULFD�RIIHU�FRPSHOOLQJ�FRQWHPSRUDU\�H[DPSOHV�RI

LQVWLWXWLRQDO�HQJLQHHULQJ�ZLWK�VRFLDO�HTXLW\�LQ�PLQG��,Q�8JDQGD��HWKQLF�FRQIOLFW�ZDV�TXHOOHG�VRPHZKDW�E\

0XVHYHQL·V� VWUDWHJ\� RI� QDWLRQDO� UHFRQVWUXFWLRQ� ZKLFK� LQFRUSRUDWHG� OHDGHUV� RI� WKH� ROG� SDUWLHV� WR� WKH

$VVHPEO\�DQG�&DELQHW��$OVR��ZLWKLQ�WZR�\HDUV�KH�KDG�LQWHJUDWHG�HOHPHQWV�RI�WKH�ROG�DUPLHV� WR�WKH�QHZ

QDWLRQDO�DUP\��WKHUHE\�SDOOLDWLQJ�DQ[LHWLHV�RI�PDQ\�HWKQLF�JURXSV��7KH�H[FOXVLRQ�RI�WKH�1RUWK�IURP�WKHVH

DUUDQJHPHQWV�� KRZHYHU�� KDV� UHVXOWHG� LQ� RQ�JRLQJ� LQVXUJHQF\� WKHUH�� ,Q� 6RXWK�$IULFD�� JHQGHU� HTXLW\� KDV

EHHQ� LQVWLWXWLRQDOLVHG� LQ� WKH� QHZ� GHPRFUDF\� WKURXJK� WKH� HIIRUWV� RI� ZRPHQ·V� JURXSV� WR� VHFXUH

UHSUHVHQWDWLRQ�RI�WKHLU�LQWHUHVWV�LQ�WKH�OHJLVODWXUH�DQG�LQ�D�UDQJH�RI�VSHFLDO�FRQVWLWXWLRQDO�ZDWFKGRJ�ERGLHV�

VXFK�DV�WKH�*HQGHU�&RPPLVVLRQ�

,W� LV� DFWXDOO\� UDUH� IRU� LQVWLWXWLRQDO� FKDQJH� WR� RFFXU� UDSLGO\�� DOWKRXJK� YHVWHG� LQWHUHVWV� LQ� SDUWLFXODU

LQVWLWXWLRQDO�DUUDQJHPHQWV�FDQ�GHYHORS�ZLWK�DVWRQLVKLQJ�VSHHG��0RPHQWV�RI�V\VWHPV�FKDQJH��RU�UXSWXUH�

RIWHQ�FDXVHG�E\�FRQIOLFW��WKHUHIRUH�RIIHU�FULWLFDOO\�LPSRUWDQW�EXW�UDUH�RSSRUWXQLWLHV�WR�LQVWLWXWLRQDOLVH�QHZ

LQWHUHVWV� LQ�WKH�SROLWLFDO�SURFHVV��$�JUHDW�GDQJHU� LQ�EXLOGLQJ� LQVWLWXWLRQV�DURXQG�WKH�SROLWLFLVHG�GLYLVLRQV

ZKLFK�DUH�VDOLHQW�DW� WKH� WLPH�RI� D�GHPRFUDWLF� WUDQVLWLRQ� LV� WKDW� VXFK�GLYLVLRQV� ��ZKLFK�PD\�KDYH� VLPSO\

EHHQ�FUHDWHG�E\�FRQIOLFW�DQG�WUDQVLWLRQ���PD\�EHFRPH�HQVKULQHG�LQ�SROLWLFDO�LQVWLWXWLRQV�FKRVHQ�GXULQJ�WKH

EULHI�SHULRG�RI�WUDQVLWLRQ��7KLV�VHHPV�WR�KDYH�EHHQ�WKH�FDVH�LQ�PDQ\�(DVWHUQ�(XURSHDQ�FRXQWULHV�LQ�ZKLFK

SROLWLFLDQV�KDYH�PRELOLVHG�HWKQLF�GLIIHUHQFHV��)RU�PHPEHUV�RI�VRFLDOO\�H[FOXGHG�JURXSV��VPDOOHU�SDUWLHV��RU

PDUJLQDOLVHG� UHJLRQV�� LW� FDQ� EH� XVHIXO� DW� VXFK� WLPHV� WR� EH� DZDUH� RI� WKH� FRQVHTXHQFHV� RI� SDUWLFXODU

                                                
�� $V�*HGGHV� VKRZV� IRU�(DVWHUQ�(XURSH�� WKLV� WHQGV� WR�PHDQ� WKDW�ZKHQ� WKH�SUHYLRXVO\� GRPLQDQW� DXWKRULWDULDQ

SDUW\� �WKH� &RPPXQLVWV�� DUH� VWURQJ� DQG� DUH� FRQILGHQW� DERXW� WKHLU� HOHFWRUDO� FKDQFHV�� WKH\� ZLOO� VXSSRUW
PDMRULWDULDQ�HOHFWRUDO�V\VWHPV�ZLWK�VWURQJ�SUHVLGHQFLHV�HOHFWHG�IURP�WKH� OHJLVODWXUH��6PDOO�RU�GHFOLQLQJ�SDUWLHV
ZLWK�DQ�XQFHUWDLQ� IXWXUH�ZLOO�SUHIHU�SURSRUWLRQDO� UHSUHVHQWDWLRQ��3DUWLHV�ZLWK�FKDULVPDWLF� OHDGHUV�ZLOO�RSW� IRU
SRSXODUO\�HOHFWHG�SUHVLGHQWV��,W�DOO�GHSHQGV�RQ�ZKHWKHU�WKH�SDUWLHV�DUH�ULVLQJ�RU�GHFOLQLQJ��WKH�VHFXULW\�DQG�VL]H
RI� WKH� VRFLDO� JURXSV� ZKLFK� DUH� DW� WKH� EDVH� RI� SDUW\� VXSSRUW�� DQG� WKH� DFFXUDF\� RI� LQIRUPDWLRQ� XSRQ� ZKLFK
SROLWLFLDQV�FDOFXODWH�WKHLU�OLNHO\�HOHFWRUDO�SHUIRUPDQFH��*HGGHV�������
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LQVWLWXWLRQDO�FKRLFHV��VXFK�DV�DUH�ODLG�RXW�LQ�WKH�LQYHQWRU\�RI�LQVWLWXWLRQDO�FKRLFHV�LQ�GHPRFUDFLHV�ZKLFK�LV

SURYLGHG�LQ�WKH�DSSHQGL[�WR�WKLV�SDSHU�

2QH� RI� WKH� HQGXULQJ� GLOHPPDV� DERXW� GHPRFUDF\� LV� ZKHWKHU� SROLWLFDO� LQVWLWXWLRQV� ZLOO� FDWDO\VH� WKH

GHYHORSPHQW� RI� D� GHPRFUDWLF� SROLWLFDO� FXOWXUH� DQG� GHPRFUDWLF� SROLWLFV�� RU� ZKHWKHU� LW� LV� WKH� RWKHU� ZD\

DURXQG��:H�TXRWHG�HDUOLHU�D�FRQYLFWLRQ�H[SUHVVHG�E\�0DPGDQL��IRU�LQVWDQFH��WKDW�PXOWL�SDUW\�FRPSHWLWLRQ

FDQQRW�OHDG�WR�GHPRFUDWLF�RXWFRPHV�SULRU�WR�WKH�FUHDWLRQ�RI�D�SROLWLFDO�FRPPXQLW\�HPEUDFLQJ�HYHU\�VLQJOH

PHPEHU� RI� D� VRFLHW\�� 7KH� FROODSVH� RI� WKH� GHPRFUDWLVDWLRQ� SURFHVV� LQ� 5ZDQGD� ZLOO� DOZD\V� VWDQG� DV� D

UHPLQGHU�RI�WKH�GDQJHUV�RI�DVVXPLQJ�WKDW�GHPRFUDWLF�LQVWLWXWLRQV�FDQ�IRVWHU�GHPRFUDWLF�SROLWLFV��$OWKRXJK

EODPH�IRU�JHQRFLGH�LQ�5ZDQGD�FDQQRW�EH�SODFHG�RQ�WKH�LPSRVLWLRQ�RI�PXOWL�SDUW\LVP��HOLWH�DQ[LHWLHV�DERXW

SRZHU�ORVVHV�LQ�D�PRUH�FRPSHWLWLYH�V\VWHP�PDGH�DQ�LPSRUWDQW�FRQWULEXWLRQ�WR�WKH�ZD\�HYHQWV�XQIROGHG�LQ

�����

,W� LV� SRVVLEOH� WR� GHEDWH� HQGOHVVO\� RQ� WKH� ¶FKLFNHQ� RU� HJJ·� TXHVWLRQ� RI� ZKHWKHU� LQVWLWXWLRQV� RU� D

SROLWLFDO�FXOWXUH�FRPH�ILUVW��2QH�WKLQJ�LV�IRU�VXUH��ZKHUH�GHPRFUDWLF�LQVWLWXWLRQV�GR�HVWDEOLVK�WKHPVHOYHV�

LQ�KRZHYHU�QDVFHQW�D�ZD\��WKH\�RIWHQ�GR�FUHDWH�LQFHQWLYHV�WR�VKDSH�WKH�EHKDYLRXU�RI�SROLWLFDO�HOLWHV�WR�EH

LQFOXVLYH�LQ�WKHLU�SROLWLFV��DQG�WR�FKDOOHQJH�H[FHVVLYH�FRQFHQWUDWLRQV�RI�SRZHU��$V�%DUEDUD�*HGGHV�QRWHV

IRU�(DVWHUQ�(XURSH�

$PRQJ� WKH� G\QDPLFV� LQKHUHQW� LQ� HYHQ� VHULRXVO\� IODZHG� FRPSHWLWLYH� V\VWHPV� DUH� WKH� WHQGHQF\� RI

DVSLULQJ�SROLWLFDO�OHDGHUV�WR�PRELOLVH�SUHYLRXVO\�H[FOXGHG�JURXSV�LQWR�WKH�SROLWLFDO�V\VWHP�WR�VXSSRUW

WKHLU�RZQ�FKDOOHQJHV�WR�HVWDEOLVKHG�OHDGHUV�DQG�WKH�WHQGHQF\�RI�OHDGHUVKLS�FRPSHWLWLRQ�ZLWKLQ�SDUWLHV

WR� UHVXOW� LQ�SDUW\� FOHDYDJHV�� �«��$V� D� UHVXOW�� HYHQ� QDUURZ� DQG� IODZHG� GHPRFUDFLHV� FRQWDLQ�ZLWKLQ

WKHP�IRUFHV�WKDW�RIWHQ�OHDG�WR�PRUH�LQFOXVLYH�DQG�FRPSHWLWLYH�V\VWHPV�LQ�WKH�ORQJ�WHUP������������

'HPRFUDWLF� LQVWLWXWLRQV�� WKHQ�� FDQ� FUHDWH� LQFHQWLYHV� IRU� GHPRFUDWLF� SROLWLFV�� 7KH\� FDQ� DOVR� EXLOG

FRQGLWLRQV�WR�UHVROYH�SUREOHPV�RI�LQHTXDOLW\�DQG�FRQIOLFW��,Q�D�IRUPDO�VHQVH��OLEHUDO�GHPRFUDWLF�LQVWLWXWLRQV

VXVWDLQ�H[SHFWDWLRQV�RI�VRFLDO�HTXLW\�EHFDXVH�RI�OLEHUDO�FLYLO�DQG�SROLWLFDO�ULJKWV�ZKLFK�WKH�SRRU�FDQ�XVH�WR

SURPRWH� WKHLU� LQWHUHVWV�� DQG� DOVR� EHFDXVH� SROLWLFDO� DPELWLRQV� IRU� UH�HOHFWLRQ� PD\� HQFRXUDJH� SDUWLHV� WR

HPEUDFH�EURDG� LQWHUHVWV��'HPRFUDFLHV� UDLVH� H[SHFWDWLRQV�DERXW�SROLF\� HIIHFWLYHQHVV�EHFDXVH� LQVWLWXWLRQV

IRU�DFFRXQWDELOLW\�SURPRWH�KRSHV�IRU�SXEOLF�VHFWRU�SURELW\��DQG�SROLWLFDO�FRPSHWLWLRQ�DOORZV�IRU�UDWLRQDO

GHEDWH�DQG�WKH�LQWURGXFWLRQ�RI�QHZ�LGHDV��QHHGV�DQG�LQWHUHVWV��$QG�GHPRFUDFLHV�DUH�H[SHFWHG�WR�SURYLGH

DYHQXHV� IRU� WKH� SHDFHIXO� UHVROXWLRQ� RI� FRQIOLFW� EHFDXVH� SOXUDO� V\VWHPV� DOORZ� IRU� WKH� H[SUHVVLRQ� DQG

HOHFWRUDO�VXFFHVV�RI�RSSRVLWLRQDO�LQWHUHVWV���DQG�IRU�FRPSURPLVH�DQG�EDODQFH�EHWZHHQ�FRQWHVWLQJ�LQWHUHVWV

WKURXJK� LQVWLWXWLRQV�IRU� WKH� UHGUHVVDO�RI�JULHYDQFHV� DQG�GLVFRQWHQW��$FWXDOO\� H[LVWLQJ�GHPRFUDFLHV� UDUHO\

PHHW� WKHVH� H[SHFWDWLRQV�� DQG� ZH� VKRXOG� QRW� EH� H[FHVVLYHO\� VDQJXLQH� DERXW� WKH� DELOLW\� RI� GHPRFUDWLF

LQVWLWXWLRQV�WR�HQWUHQFK�GHPRFUDWLF�SROLWLFV�LQ�VRPH�RI�WRGD\·V�PRVW�IUDJLOH�GHPRFUDFLHV��%XW�DV�ZH�KDYH

VHHQ� LQ� WKLV� SDSHU�� WKHUH� LV� HQRUPRXV� SRWHQWLDO� IRU� FRQVWUXFWLYH� LQVWLWXWLRQDO� GHVLJQ�� SROLF\� FKRLFH�� DQG

FKDQJHV�WR� WKH�FXOWXUH�RI�SROLWLFV�ZKLFK�FDQ�PDNH�GHPRFUDF\�UHVSRQVLYH�WR�SUREOHPV�RI� LQHTXDOLW\�DQG

FRQIOLFW�
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APPENDIX: INVENTORY OF INSTITUTIONAL CHOICES IN DEMOCRACIES

(i) Citizenship and Rights

CONSTITUTIONAL & LEGAL
ARRANGEMENTS

ADVANTAGES DISADVANTAGES/CONTRADICTIONS CONSIDERATIONS

Citizenship and Immigration
Laws
assuring equal and inclusive
entitlement to citizenship through
birth and residence.

• Reinforcement of civic conceptions of rights
and responsibilities of citizenship

• No second-class citizens (e.g. ethnic
minorities, those not speaking national
language or practising the national religion).

• Necessary (but not sufficient) for political
equality.

• Necessary (but not sufficient) for democracy
and human rights.

• Clash with conceptions of national identity based on
shared culture, language, ethnicity, religion etc.

• Difficulties of protecting status and interests of threatened
‘indigenous’ groups and communities.

• Contradictory requirements of citizenship law, immigration
control and protection of rights of non-citizens.

• Liberal conceptions of individuated citizenship can
weaken sense of public obligation to communities and the
state

• Do citizenship laws enshrine inclusive/ civic or
exclusive/communitarian conceptions of political
community?

• How are disputes over citizenship resolved: via
constitutional, legal or administrative procedures?

• Do social and gender inequalities undermine
equal citizenship?

• How are such inequalities reproduced through
established distinctions between public and
private realms?

• How are rights/freedoms of non-citizens
protected, if at all?

Protections for Human Rights
including
• classic liberal rights and

freedoms of individual citizens
• group/community rights
• economic and social rights

• Liberal rights ensure protection from
tyrannical government

• Freedoms of expression and organisation
are essential prerequisites of democracy

• Group/community rights accommodate
diversity of culture, religion, language.

• Recognition of group rights etc. can
facilitate conflict-management.

• Economic and social rights help ensure
substantive and not merely formal equality
of citizens.

• Greater socio-economic equality necessary
for full enjoyment of political rights and
freedoms.

• Formal rights in public sphere can be negated within the
private sphere (e.g. through inequality of women within
households).

• Individual rights (e.g. property rights) often coexist with
high socio-economic inequality; may arguably increase it.

• Tensions between individual and group/community rights.
• Too much emphasis on group and community rights can

endanger the rights of certain sections within the group
(e.g. women).

• Competing conceptions of group rights can be cause of
further conflict.

• Economic and social rights not easy to define or make
justiciable.

• Governments may prioritise economic and social
entitlements to justify depriving citizens of political rights.

• How are legacies of previous human rights
abuses dealt with: by normal judicial process or
specially constituted tribunals, truth
commissions?

• Are HRs formally incorporated in constitutions, in
legislation or left to working of the courts?

• Are there special institutions (HR commissions,
omsbuds etc.)?

• Are they easily justiciable through independent,
transparent processes?

• Are economic and social rights
constitutionalised? Are they purely declaratory or
actually enforceable?

• Reinforced by international mechanisms, such as
adoption of international protocols?

Affirmative Action (AA)
In favour of minority groups,
women, and other groups who
have experienced negative
discrimination.

• Provides special protection for rights and
interests of socially excluded.

• Improved access of the latter to decision-
making and public goods.

• Useful signal of government determination
to combat discrimination.

• Potential contradictions with universal conceptions of
citizenship.

• Problems of tokenism and continued de facto
marginalisation.

• Can generate backlashes
• May not be consistent with requirements of efficiency.

• Potential contradictions between different forms
and actions. For example, group rights for
particular ethnic or religious minorities may clash
with affirmative action for women.



��

(ii) Vertical Accountability of State to Citizens
CONSTITUTIONAL &
LEGAL ARRANGEMENTS

ADVANTAGES DISADVANTAGES/CONTRADICTIONS CONSIDERATIONS

Independent Electoral
Process:
• Autonomy of national

electoral machinery from
government.

• International monitoring of
elections.

• Prerequisite of free and fair elections: thus cornerstone of
democracy.

• Existence of independent electoral commissions etc.
assure impartial evaluation of electoral system, process &
results.

• International monitors can provide unbiased, external
assessments.

• Dependence on administrative/
financial backup from government may
compromise independence of electoral system in
practice.

• Formal electoral equality cannot entirely offset
effects of poverty, illiteracy and inequality.

• Formal electoral provisions insufficient per se to
create level playing field where results can be
affected by government advantages of
incumbency, media biases, corruption and
clientage.

• International monitors may have limited access
and knowledge of local situations.

• Whether or not political contestation is regarded
as a zero-sum game will affect acceptance by all
of declared results.

• Is autonomy of electoral arrangements
entrenched in constitution and enforceable by
courts?

• Degree of government control over appointment
of electoral bodies. How far do the latter depend
on government finance and administrative
support?

• Are there strong civil society organisations able
to monitor electoral processes and results?

• Extent to which international monitors are
perceived to represent foreign interests or to be
impartial.

Forms of Electoral
Representation include:
• First past the post (FPTP)
• Proportional representation

(PR)
• Mixed systems
• Electoral quotas, separate

electoral rolls etc.

• FPTP increases accountability of elected representatives
to their constituents in defined geographical
constituencies.

• FPTP tends to deliver government working majorities in
legislatures; hence facilitates policy stability and effective
government.

• FPTP makes it easier for electorates to "throw the rascals
out" on the basis of policies and record in government.

• PR reduces the disparity between a party’s share of
national votes and its share of parliamentary seats.

• PR facilitates political inclusion of minorities, women and
other excluded groups.

• PR can counterbalance ‘winner takes all’ political
contestation.

• Mixed systems (e.g. single transferable vote (STV)
versions of PR or alternative vote (AV) variants of FPTP)
involve varying tradeoffs between the advantages of both
systems.

• FPTP tends to produce disproportional results;
under-represent smaller parties and minorities;
reduce the latter’s stake in the political system;
encourage zero-sum political contestation; and
increase the risk of conflict.

• PR encourages coalition governments, party
system fragmentation & government instability;
weak linkages between representatives and
electorates; & is a difficult system in societies with
embryonic party structures.

• Mixed systems can combine the disadvantages as
well as the advantages of FPTP and PR.

• Important to clarify which criteria (stable
government, proportionality, political inclusion,
accountability to constituents, etc.) are most
important in a particular national context.

• Needs of transitional and consolidated
democracies tend to be quite different.

• Hard to disentangle effects of electoral system
per se from other determinants of electoral and
political behaviour.

• Electoral systems do not always produce the
patterns of electoral behaviour predicted by their
proponents.

Party Systems: Conventional
criteria by which party systems
are compared include:
• Number of parties (multi-

party, two party, single
dominant, single and, no-
party systems)

• Degree of ideological
polarization.

• Degree of
institutionalisation of the
party system.

• Well institutionalised party systems are transmission belts
between state and civil society.

• Single dominant, single and no-party systems assure
‘national unity’ and policy stability.

• Two and multi-party systems promote checks and
balances, accountability, and competition for power;
although the latter may also be present in certain single
dominant party systems.

• Two party systems allow governments and oppositions to
appeal to electorates on the basis of their policies and
political programmes.

• Multiparty systems are potentially more inclusive,
allowing the representation of a greater variety of political
groups and interests

• Potential tensions between strong party
organisation and internal party democracy.

• Single and no-party systems are frequently
authoritarian and ‘delegative’ providing few
channels for dissent.

• Two and multi-party systems may exacerbate
conflict, especially where parties form along
ethnic, racial etc. lines.

• Weakly institutionalised party systems tend to be
volatile; personalities rather than issues and party
organisations dominate political scene; and
elections and democratic politics lack legitimacy.

• Are no-party, single, and single-dominant party
systems compatible with democratic politics?

• Are there legal restrictions on party formation
(e.g. bans on ethnic/regional parties;
requirements that parties have minimum share of
vote in regions)?

• How to ensure well organised, rather than weak
and fragmented parties.

• Contradictory relations between party discipline
and intra-party democracy; potential impact of
legal requirements concerning the latter.

• Reciprocal relations between party and electoral
systems.

Devices of Direct Democracy:
• Referenda & recall

provision

• Can provide for more direct and active participation of all
citizens.

• Open to media manipulation and populist political
appeals.

• Logistical and communication difficulties of
organising referenda, especially in developing
countries with low literacy and poor
communications
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(iii) Devolution and Decentralisation

CONSTITUTIONAL AND LEGAL
ARRANGEMENTS

ADVANTAGES DISADVANTAGES/CONTRADCITIONS CONSIDERATIONS

Federalism and other forms of
spatial decentralisation:

• Confederalism
• Federalism
• Forms of decentralisation and

autonomy within a unitary state.

• Multiple points of contact between
citizen and state promote
responsiveness and accountability
to local communities, particularly in
large, complex societies.

• Can grant opposition groups and
minorities a measure of state
power, not merely parliamentary
representation, thus increasing
their stake in the political system.

• Offers minorities better prospects
of preserving their cultural and
linguistic identities.

• A solution to conflict by
accommodating regional, ethnic or
other diversity.

• May forestall demands for
secession.

• Can entrench ethnic, racial, religious
etc. divides if federal etc. units are
defined and constituted in such terms.

• Does not necessarily address (and
may worsen) the persistent problem of
the political weakness of the poor and
other socially excluded groups.

• Can exacerbate tensions between
richer and poorer regions.

• Can engender majority resentment
and increase risk of conflict where
leaders fear losing electoral support.

• May encourage other communities to
mobilise for autonomy.

• May generate fears that autonomy will
be a springboard to secession and
state disintegration.

• Relative size of component units; do they reflect or cross-
cut ethnic, linguistic, religious divisions?

• To what extent is there real devolution of power to the
component units? Do the latter have independent budgets
and revenue sources?

• How are revenues and resources are allocated between
centre and units? Is this formalised in constitution, open to
negotiation or at centre’s discretion?

• Role of independent judiciaries in maintaining viable
federal systems.

• How far law and order functions of state (including police,
judiciary) are decentralised.

• Is the ‘federal character’ of state reflected in affirmative
action and quotas for political, administrative and military
posts?

• Interaction between party systems and federalism: are
parties nationally or regionally based?

• Do the component units have right to withdraw (as formally
in Ethiopia)?

Corporate (ethnic, religious, etc.)
forms of devolution such as
powersharing on a communal basis;
ethnic etc. recruitment quotas in state
and military bureaucracies;
representation of groups in a second
chambers; electoral lists on the basis of
ethnicity; or communal vetoes over
policies which have a negative impact
on groups rights.

• Gives all groups including
minorities a stake in political
system.

• May therefore help resolve inter-
communal conflicts.

• Can foster inclusive governance,
assuring broad support for
government policies.

• May entrench differences based on
ethnic/racial/ religious etc. markers,
and hence perpetuate antagonisms.

• Easily manipulated by elites and can
lead to neglect of socio-economic
inequalities that breed conflict.

• Quota systems bad for efficiency and
perpetuate communal rivalries.

• Powersharing can result in political
immobilism.

• Extent to which corporate and spatial forms of devolution
coincide.

• Are corporate devolution and powersharing permanently
embedded in constitution or are they temporary and
informal?

• Scope for creating countervailing mechanisms, e.g. voting
by different communal groups for each other’s
representatives, in order to encourage moderate rather
than extremist candidates and political programmes.
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(iv): Horizontal Accountability I: Relations Between Executive, Legislature and Parties

CONSTITUTIONAL AND
LEGAL ARRANGEMENTS

ADVANTAGES DISADVANTAGES/CONTRADICTIONS CONSIDERATIONS

Executive-Legislature
Relations:
• Presidential systems
• Parliamentary systems
• Semi-Presidential systems

• Parliamentary systems can potentially promote greater
inclusiveness (by including all or most parties in executive);
consensus and compromise; flexibility (coalitions can change
without recourse to elections); checks and balances (executive is
answerable to people’s representatives); and (at least in two-party
systems) more coherent debate between alternative policies.

• Presidential systems can provide a unifying figure, identifiable
and accountable to voters, initiative and dynamism, and lead to
stability & continuity in policymaking.

• Semi-presidential systems sometimes advocated as a way of
combining advantages of both parliamentary and presidential
systems.

• Parliamentary systems with multi-party cabinets
can result in problems of accountability, executive
deadlocks, immobilism, and political instability.

• Presidential systems can result in over centralised
authority and ‘delegative’ democracy; are
inherently majoritarian and exclusive.

• Presidential systems may reinforce ‘winner takes
all’ approaches to political contestation, and hence
breed political instability and conflict.

• Semi-Presidentialism can produce deadlocks
between president and parliament, and ambiguous
divisions of powers can contribute to lack of
accountability.

• No one design for executive-legislative
relations is appropriate to all
circumstances. The legislature, the
executive and the party system form
interdependent parts of larger political
system.

• Reciprocal impact of party systems on
executive-legislative relations include
number of parties, impact of party
discipline, extent of intra-party democracy,
majority party versus coalition
governments and different forms of
coalition.

Types of Legislature:
• Unicameral or bicameral
• Different systems of

representation in upper and
lower houses

• Corporate representation

• Second chambers provide supplementary perspectives on public
policy.

• Appropriate design of second chambers can diversify
opportunities for representation and power sharing.

• Corporate representation, of ethnic, religious etc. groups in
second chamber can provide for special forms of representation &
enhance inclusiveness

• Two separate chambers with equal legislative
powers can lead to procedural deadlocks;
resulting delays and conflicts may lessen
legitimacy of the whole institution.

• Corporate representation can result in ethnic &
other group identities becoming permanent,
entrenched within state structures.

• How is upper house selected: by election,
selection by lower house or nomination?

• Procedures for resolving deadlocks
between the houses: do both enjoy mutual
powers of veto, or does the lower house
ultimately prevail?

• Resource constraints; bicameral systems
more costly.

Legislative Oversight:
Committee systems, White
Papers, Questions, etc.

• Small size and relative privacy of Committees allows for more
discussion as well as compromises across party lines.

• Committees able to make use of specialised expertise.
• Committees can provide additional means of representing

interests beyond party system.
• Committees can increase government accountability on issues

(e.g. intelligence and security) where open public discussion not
possible.

• Majority party or government coalitions may be
unwilling to share power in Committees with other
smaller parties.

• Committees may be less transparent and public
than full parliamentary debate.

• Number and structure of Committees.
• Membership of Committees and

distribution of Committee ‘chairs’. How
inclusive and representative are they?

• How flexible are committee procedures; do
they allow full discussion of issues not
addressed by the legislature as a whole?
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(v) Horizontal Accountability II: Embedded Autonomy of State Decision-Making

CONSTITUTIONAL &
LEGAL ARRANGEMENTS

ADVANTAGES DISADVANTAGES/
CONTRADICTIONS

CONSIDERATIONS

Measures to Strengthen the
Capacity of Civil
Society/Organised Public
Opinion to Influence
Government:
Lobbies, public interest groups,
NGOS, the press etc.

• Only strong, organised civil society and public opinion can
provide effective checks against government abuse of
power.

• Needed to ensure that a broad spectrum of opinion and
interests have an impact on government policy.

• Marginalised groups/interests (women, poor, minorities
etc.) require mobilisation and organisation to ensure they
are not ignored by government.

• Civil society not always ‘civil’; may itself be
arena of inequality and conflict.

• Disproportionate influence of well-resourced
lobbies/interest groups as opposed to the
poor and unorganised.

• Excessively influential civil society groups
can undermine capacity & effectiveness of
the state.

• Whether and how far governmental regulation of lobbies,
public interest groups, professional association etc. is
desirable or feasible..

• Interactions between media ownership and media
freedom; ‘capture’ of media by powerful private interests.

• Role of external assistance to civil society groups: whether
it supports or undermines their capacities and those of the
state.

Consultation/
Cooperation with Policy
Stakeholders

• Institutionalised consultation between governments and
stakeholders (e.g. business, unions, community
associations) improve quality and reach of government
policies and programmes.

• Also can give a voice to a wide variety of social interests,
allowing the latter to influence government

• Can result in cooptation by government or
powerful interests.

• Tends to leave out unorganised, marginal
groups and interests.

• Should there be consultation only or more structured
dialogue and cooperation?

• Balance between government and non-governmental
representation.

• How to assure an equitable balance between more
powerful, better resourced groups and those with grass
roots membership?

Procedures to Enhance
Capacity of the State
Bureaucracies to Act Against
Vested Interests (including
those of ruling
party/government of the day).

• Autonomous state bureaucracies insulated from direct
pressures of powerful political and economic interests
facilitate long term planning and policy effectiveness.

• They can counteract abuse of power by governments,
including elected governments with populist or
authoritarian learnings.

• They can (potentially) ensure interests of poor and
unorganised are taken into account.

• State bureaucracies have their own vested
interests, can create policy rigidities and may
not be responsible to civil society or
organised public opinion.

• Danger of conflicts between unelected
officials and elected governments &
legislatures.

• Not easy in practice to prevent hijacking by
government and ruling party.

• How to establish appropriate mechanisms to assure ‘arms
length’ relationships between politicians and officials
without diminishing the effectiveness of elected
government itself.

• Should there be restrictions on lobbying, influence buying,
and what form should they take?

• Need for transparent mechanisms of public influence, such
as public hearings.

Procedures to Ensure
Independent Public Service:
public service commissions,
auditor generals, human rights
commissions, ombudspersons,
electoral commissions.

• Same as above.
• Can prevent or limit encroachment of one state agency

upon lawful authority of another.
• Can provide checks against corruption or abuse of power

by public officials.

• Same as above.
• Proliferation of institutions and procedures

can create confusion & reinforce institutional
rigidities.

• Dangers of such bodies being perceived as
partisan against the government of the day.

• Need for such institutions to be adequately, and if possible,
independently resourced.

• Degree to which authority and remit of such bodies
constitutionalised.

• Extent to which supported by civil society, media, public
opinion.

Control of Armed Forces,
Police and Intelligence
Establishments:

• Crucial for survival of democracy itself: to prevent coups,
political instability, return to authoritarian governance.

• Need for more open government in the most secretive,
least transparent branches of the state.

• Provides protection against human rights violations and
other abuses of power.

• Democratic control means more than just control by the
civilian authorities: need for parliamentary and public
accountability

• Too much political interference can
undermine professionalism, effectiveness
and impartiality of military and security
bureaucracies.

• Potentially conflicting requirements of state
security and public accountability; secrecy
sometimes necessary.

• Faustian bargains with armed forces etc. often the price
that has to be paid for democratisation.

• How to deal with deep-rooted legacies of military influence,
human rights abuse and impunity in post-authoritarian
states.

• Institutionally weak and unprofessional military and police
etc. establishments are also a danger to democracy. Yet
professional autonomy & political impartiality also have
their limits.

• Dangers of cooptation of armed forces by civilian
politicians of both ruling & opposition parties.

• Mechanisms of control by civilian executive, including
strong Ministries of Defence.

• Mechanisms of parliamentary oversight and control.
• Central vs regional, local government and community

control of policing; mechanisms to ensure balance
between them.
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(vi) Horizontal Accountability III: Constitutionalism, Rule of Law and Judiciary
CONSTITUTIONAL
AND LEGAL
ARRANGEMEMENTS

ADVANTAGES DISADVANTAGES/CONTRADICTIONS CONSIDERATIONS

Constitutions &
Constitutionalism:

• Required to check over-powerful and
potentially tyrannical government.

• Reinforce and reinforced by rule of law.
• Widely used to entrench human rights

protections.
• Essential for federal and semi-federal

systems of government.
• Provide framework for the impartial and

non-violent resolution of disputes.

• May restrict the freedom of action and political
programmes of legitimate elected governments.

• Can be used by well resourced groups to defeat
redistributive programmes.

• Constitutional rigidities and ambiguities can
themselves be a source of conflict.

• Should constitutions be detailed and provide for all possible
contingencies, or outline broad principles?

• What should be entrenched, and how should this be balanced
against the need for constitutional and political flexibility?

• How much scope should there be for judicial review; what is
appropriate balance between the latter, parliamentary sovereignty
and executive autonomy?

• The legacies of Faustian bargains with outgoing authoritarian
governments; how far do they impose unwarranted constitutional
restrictions upon elected governments and should they be regarded
as binding?

Rule of Law: • Reinforces and reinforced by
constitutionalism.

• Prerequisite of stable, rule-bound
governance.

• Provides infrastructure for private property,
market economy, resolution of commercial
disputes.

• Framework for the non-violent resolution of
disputes.

• Provides procedures under which citizens
may challenge irregularities and abuse of
power by government.

• Legal system itself doesn’t assure rule-bound
governance or protect rights of citizens:
depends how it is used.

• Law is never a completely neutral instrument
and tends to favour those with the resources,
abilities and skills to use it.

• Excessive legalism may frustrate popularly
supported government measures, including
redistributive programmes.

• Potential conflict between different sources of
law in plural societies.

• Excessive legalism may reduce access to the
legal system, especially of the poor.

• Variations in autonomy of legal systems from state.
• Is rule of law possible under non-democratic regimes?
• Narrowly or broadly constructed and interpreted? Is the emphasis on

formal or substantive justice?
• Balance among different sources of law, especially in plural societies.
• How far is interpretation of law litigation-driven? How much scope is

there for judicial initiative?
• Is the emphasis on private property, individual rights and narrow

public sphere, or on broader interpretation of law?
• How far is the law more accessible to the rich and powerful than to

the poor and unorganised and does this diminish its broader public
legitimacy?

The Judiciary & Judicial
Independence:

• Strong, autonomous judiciary crucial for
constitutionalism, rule of law and human
rights.

• Important to ensure impartial adjudication
of disputes.

• Helps assure public respect for the law
and the legitimacy of constitutional
government.

• Potential clashes between non-elected judges
and elected governments.

• Judicial conservatism may result in biases and
block redistributive programmes.

• Possible judicial biases in favour of police and
other public authorities versus ordinary citizens.

• Is judicial independence purely formal or does judiciary have real
capacity to stand up to government?

• Is judiciary proactive in interpreting constitution and shaping law, or
confined by narrow conceptions of judicial interpretation?

• How are judicial appointments etc. protected from political
interference; do other legal roles enjoy similar protections?
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%LEDUV��,�0�'��HO�'���������¶:RPHQ�LQ�GLIILFXOW�FLUFXPVWDQFHV��DQ�DVVHVVPHQW�RI�WKH�LPSDFW�RI�VRFLDO�SROLF\

DQG�ZHOIDUH�SURJUDPPHV�RQ�IHPDOH�KHDGV�RI�KRXVHKROGV�LQ�ORZ�LQFRPH�XUEDQ�(J\SW·�'�3KLO�WKHVLV��0D\�

,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[

%RVH��6���������6WDWH�&ULVLV�$QG�1DWLRQDOLWLHV�&RQIOLFW�,Q�6UL�/DQND�DQG�<XJRVODYLD��&RPSDUDWLYH�3ROLWLFDO

6WXGLHV��$SULO��9RO����1R����������

%UDVV��3���������7KH�3ROLWLFV�RI�,QGLD�6LQFH�,QGHSHQGHQFH��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV

%UDWWRQ��0��DQG�:DOOH��1��YDQ�GH��������¶1HRSDWULPRQLDO�5HJLPHV�$QG�3ROLWLFDO�7UDQVLWLRQV�LQ�$IULFD·�:RUOG

3ROLWLFV��9RO����1R����������

%URZQ��+���������)HPLQLVP�DQG�'HYHORSPHQW�7KHRU\��$�&ULWLFDO�2YHUYLHZ��&RUN��7KH�'HSDUWPHQW�RI

6RFLRORJ\��8QLYHUVLW\�&ROOHJH

&DUQHJLH�&RPPLVVLRQ�RQ�3UHYHQWLQJ�'HDGO\�&RQIOLFW��������3UHYHQWLQJ�'HDGO\�&RQIOLFW��$�)LQDO�5HSRUW�

:DVKLQJWRQ�'&��&DUQHJLH�&RUSRUDWLRQ

&DVWD HGD�� -�*��������8WRSLD� 8QDUPHG�� 7KH� /DWLQ� $PHULFDQ� /HIW� $IWHU� WKH� &ROG� :DU�� 1HZ� <RUN�

9LQWDJH�%RRNV

&KDUOWRQ��6�(�0���(YHUHWW��-�0��DQG�6WDXGW��.���HGV���������:RPHQ��WKH�6WDWH�DQG�'HYHORSPHQW��$OEDQ\

1HZ�<RUN��6WDWH�8QLYHUVLW\�RI�1HZ�<RUN�3UHVV

&KHUU\�� -��� ������ ¶'HYHORSPHQW�� &RQIOLFW� DQG� WKH� 3ROLWLFV� RI� (WKQLFLW\� LQ� 6RXWK� $IULFD·V� 7UDQVLWLRQ� WR

'HPRFUDF\·�7KLUG�:RUOG�4XDUWHUO\��9RO����1R����������

&OLIIH��/��DQG�/XFNKDP��5��������¶&RPSOH[�3ROLWLFDO�(PHUJHQFLHV�DQG�WKH�6WDWH��)DLOXUH�DQG�WKH�)DWH�RI�WKH

6WDWH·�7KLUG�:RUOG�4XDUWHUO\��9RO����1R���������

&RKHQ��-�0���������¶'HFHQWUDOL]DWLRQ�DQG�(WKQLF�)HGHUDOLVP·�LQ�3RVW�&LYLO�:DU�(WKLRSLD·� LQ�.ULVKQD�.XPDU

�HG����5HEXLOGLQJ� 6RFLHWLHV� $IWHU� &LYLO�:DU�� &ULWLFDO� 5ROHV� IRU� ,QWHUQDWLRQDO� $VVLVWDQFH�� %RXOGHU�

/\QQH�5HLQQHU

&ROOLHU�� '��� ������ ¶2YHUYLHZ� RI� WKH� %XUHDXFUDWLF�$XWKRULWDULDQ� 0RGHO·� LQ� '�� &ROOLHU� �HG���� 7KH� 1HZ

$XWKRULWDULDQLVP�LQ�/DWLQ�$PHULFD��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV

BB� DQG� /HYLWVN\�� 6��� ������ ¶'HPRFUDF\�ZLWK�$GMHFWLYHV�� &RQFHSWXDO� ,QQRYDWLRQ� LQ�&RPSDUDWLYH�5HVHDUFK·

:RUOG�3ROLWLFV��$SULO������������

&RPPLVVLRQ�RI� WKH�(XURSHDQ�&RPPXQLWLHV�� ������&RPPXQLFDWLRQ� IURP� WKH�&RPPLVVLRQ� WR� WKH�&RXQFLO�

¶7KH� (XURSHDQ� 8QLRQ� DQG� WKH� ,VVXH� RI� &RQIOLFWV� LQ� $IULFD�� 3HDFH�%XLOGLQJ�� &RQIOLFW� 3UHYHQWLRQ� DQG

%H\RQG·�%UXVVHOV��6(&��9RO����1R���

&UXLVH� 2·%ULHQ�� '��� ������ ¶0RGHUQL]DWLRQ�� 2UGHU� DQG� WKH� (URVLRQ� RI� WKH� 'HPRFUDWLF� ,GHDO�·� -RXUQDO� RI

'HYHORSPHQW�6WXGLHV�����������

'DKO��5�$���������3RO\DUFK\��3DUWLFLSDWLRQ�DQG�2SSRVLWLRQ��<DOH�8QLYHUVLW\�3UHVV

'HYHQLVK�� *��� ������ ¶'HPRFUDWLF� &RXQWHU�0DMRULWDULDQLVP�� 3URWHFWLQJ� (WKQLF� 0LQRULWLHV� LQ� D� /LEHUDO

'HPRFUDF\� ZLWK� 6SHFLDO� 5HIHUHQFH� WR� 6RXWK� $IULFD·� LQ� 3HDUVRQ� 1KHUHUH� DQG�0DULQD� G·(QJHOEURQQHU�

.ROII� �HGV���7KH� ,QVWLWXWLRQDOLVP�RI�+XPDQ�5LJKWV� LQ� 6RXWK�$IULFD�� &RSHQKDJHQ��1RUGLF�+XPDQ

5LJKWV�3XEOLFDWLRQV



��

GH�6LOYD��.�0���������¶(OHFWRUDO�6\VWHPV·�LQ�&UDZIRUG�<RXQJ��HG����(WKQLF�'LYHUVLW\�DQG�3XEOLF�3ROLF\��$

&RPSDUDWLYH�,QTXLU\��815,6'��%DVLQJVWRNH��0DFPLOODQ�3UHVV

'LDPRQG��/���������,V�7KH�7KLUG�:DYH�RI�'HPRFUDWL]DWLRQ�2YHU"�7KH�,PSHUDWLYH�RI�&RQVROLGDWLRQ�

+HOOHQ�.HOORJJ�,QVWLWXWH��8QLYHUVLW\�RI�1RWUH�'DPH

BB� DQG� 3ODWWQHU�� 0�)�� �HGV��� ������ 1DWLRQDOLVP�� (WKQLF� &RQIOLFW� DQG� 'HPRFUDF\�� %DOWLPRUH�� -RKQ

+RSNLQV�8QLYHUVLW\�3UHVV

'LDZ�� $�� DQG� 'LRXI�� 0��� ������ ¶7KH� 6HQHJDOHVH� 2SSRVLWLRQ� DQG� LWV� 4XHVW� IRU� 3RZHU·� LQ� $GHED\R� 2�

2OXNRVKL��HG����7KH�3ROLWLFV�RI�2SSRVLWLRQ�LQ�&RQWHPSRUDU\�$IULFD��8SSVDOD��6FDQGLQDYLDQ�,QVWLWXWH

RI�$IULFDQ�6WXGLHV

'UH]H�� -�� DQG� 6HQ�� $��� ������+XQJHU� DQG� 3XEOLF� $FWLRQ��:RUOG� ,QVWLWXWH� IRU�'HYHORSPHQW� (FRQRPLFV

5HVHDUFK��2[IRUG��&ODUHQGRQ

'XIILHOG��0��������� ¶3RVW�0RGHUQ�&RQIOLFW��:DUORUGV��3RVW�$GMXVWPHQW�6WDWHV�DQG�3ULYDWH�3URWHFWLRQ·�&LYLO

:DUV��9RO���1R����������

BB�� ������ ¶7KH� 3ROLWLFDO� (FRQRP\� RI� ,QWHUQDO� :DU�� $VVHW� 7UDQVIHU�� &RPSOH[� 3ROLWLFDO� (PHUJHQFLHV� DQG

,QWHUQDWLRQDO� $LG·� LQ� -RDQQD� 0DFUDH� DQG� $QWKRQ\� =ZL� �HGV��� :DU� DQG� +XQJHU�� 5HWKLQNLQJ

,QWHUQDWLRQDO�5HVSRQVHV�WR�&RPSOH[�(PHUJHQFLHV��/RQGRQ��=HG

(NHK�� 3�3��� ������ ¶&RORQLDOLVP� DQG� WKH� 7ZR� 3XEOLFV� LQ� $IULFD�� $� 7KHRUHWLFDO� 6WDWHPHQW·� &RPSDUDWLYH

6WXGLHV�LQ�6RFLHW\�DQG�+LVWRU\��-DQXDU\������������

BB�������¶6RFLDO�$QWKURSRORJ\�DQG�7ZR�&RQWUDVWLQJ�8VHV�RI�7ULEDOLVP�LQ�$IULFD·�&RPSDUDWLYH�6WXGLHV�LQ

6RFLHW\�DQG�+LVWRU\�������������

BB�DQG�2VDJKDH��(�(���������)HGHUDO�&KDUDFWHU�DQG�)HGHUDOLVP�LQ�1LJHULD��,EDGDQ��+HLQHPDQQ

(QORH��&���������(WKQLF�6ROGLHUV��6WDWH�6HFXULW\�LQ�'LYLGHG�6RFLHWLHV��/RQGRQ

(VFREDU�� $�� DQG�$OYDUH]�� 6�(��� ������7KH�0DNLQJ� RI� 6RFLDO�0RYHPHQWV� LQ� /DWLQ� $PHULFD�� ,GHQWLW\�

6WUDWHJ\�DQG�'HPRFUDF\��%RXOGHU�&2��:HVWYLHZ�3UHVV

(XURSHDQ�8QLRQ��(&�6RPDOLD�8QLW��������¶$�6WXG\�RI�'HFHQWUDOLVHG�3ROLWLFDO�6WUXFWXUHV�IRU�6RPDOLD��$�0HQX

RI�2SWLRQV·��SUHSDUHG�E\�&RQVXOWDQWV�DW�WKH�/RQGRQ�6FKRRO�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH

(YDQV�� 3��� ������(PEHGGHG� $XWRQRP\�� 6WDWHV� DQG� ,QGXVWULDO� 7UDQVIRUPDWLRQ�� 3ULQFHWRQ�� 3ULQFHWRQ

8QLYHUVLW\�3UHVV

BB��������¶*RYHUQPHQW�$FWLRQ��6RFLDO�&DSLWDO�DQG�'HYHORSPHQW��5HYLHZLQJ�WKH�(YLGHQFH�RQ�6\QHUJ\·�:RUOG

'HYHORSPHQW��9RO����1R�����������

)HLWK��+���������¶5HSUHVVLYH���'HYHORSPHQWDOLVW�5HJLPHV�LQ�$VLD·�$OWHUQDWLYHV��9RO���1R��

)UDVHU��1��� ������8QUXO\�3UDFWLFHV�� 3RZHU��'LVFRXUVH� DQG�*HQGHU� LQ�&RQWHPSRUDU\� 6RFLDO� 7KHRU\�

&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV������DQG�IRRWQRWH���

)XNX\DPD��)��������¶7KH�(QG�RI�+LVWRU\"·�7KH�1DWLRQDO�,QWHUHVW����������

*HGGHV��%��������� ¶,QLWLDWLRQ�RI�1HZ�'HPRFUDWLF� ,QVWLWXWLRQV� LQ�(DVWHUQ�(XURSH�DQG�/DWLQ�$PHULFD�� LQ�$�

/LMSKDUW�DQG�&�+��:DLVPDQ��HGV���,QVWLWXWLRQDO�'HVLJQ�LQ�1HZ�'HPRFUDFLHV

*HHUW]��&���HG����������2OG�6RFLHWLHV�DQG�1HZ�6WDWHV��7KH�4XHVW�IRU�0RGHUQLW\�LQ�$VLD�DQG�$IULFD��)UHH

3UHVV�RI�*OHQFRH



��

*KDL�� <��� ������ ¶'HFHQWUDOL]DWLRQ� DQG� $FFRPPRGDWLRQ� RI� (WKQLF� 'LYHUVLW\·� LQ� <RXQJ�� &UDZIRUG�� �HG���

(WKQLF�'LYHUVLW\�DQG�3XEOLF�3ROLF\��$�&RPSDUDWLYH�,QTXLU\��815,6'��%DVLQJVWRNH��0DFPLOODQ�3UHVV

*RHW]��$�0���������¶:RPHQ�LQ�3ROLWLFV�DQG�*HQGHU�(TXLW\�LQ�3ROLF\��6RXWK�$IULFD�DQG�8JDQGD��5HYLHZ�RI

$IULFDQ�3ROLWLFDO�(FRQRP\�������������

BB��DQG�-HQNLQV��5���������¶&UHDWLQJ�D�)UDPHZRUN�IRU�5HGXFLQJ�3RYHUW\��,QVWLWXWLRQDO�DQG�3URFHVV�,VVXHV� LQ

1DWLRQDO� 3RYHUW\�3ROLF\��8JDQGD�&RXQWU\�5HSRUW·��&RPPLVVLRQHG� VWXG\� IRU�'),'� DQG� 6,'$�� 6XVVH[�

,'6�PLPHRJUDSK

*ROGVZRUWK\�� '��� ������ ¶3ROLWLFDO� 3RZHU� DQG� 6RFLR�(FRQRPLF� 'HYHORSPHQW�� 7ZR� 3ROHPLFV·�� 3ROLWLFDO

6WXGLHV��;;;,,���������

*ULQGOH��0�6��DQG�+LOGHUEUDQG��0�(�������¶%XLOGLQJ�6XVWDLQDEOH�&DSDFLW\�LQ�WKH�3XEOLF�6HFWRU��:KDW�&DQ�%H

'RQH"·�3XEOLF�$GPLQLVWUDWLRQ�DQG�'HYHORSPHQW��9RO������������

*XUU�� 7�5��� ������ ¶3HRSOH� $JDLQVW� 6WDWHV�� (WKQRSROLWLFDO� &RQIOLFW� DQG� WKH� &KDQJLQJ� :RUOG� 6\VWHP·�

,QWHUQDWLRQDO�6WXGLHV�4XDUWHUO\�������������

+DPLOWRQ��&��DQG�5LFKDUG�7���������¶7KH�$QWLQRPLHV�RI�6XFFHVV�LQ�.RUHD·��-RXUQDO�RI�,QWHUQDWLRQDO�$IIDLUV�

9RO����1R��

+DUULVRQ��3���������7KH�7KLUG�:RUOG�7RPRUURZ��+DUPRQGVZRUWK��/RQGRQ��3HQJXLQ�%RRNV

+DUWO\Q�� -��� ������ ¶&LYLO� 9LROHQFH� DQG�&RQIOLFW� 5HVROXWLRQ�� 7KH� &DVH� RI� &RORPELD·� LQ� 5R\� /LQNOLGHU� �HG���

6WRSSLQJ�WKH�.LOOLQJ��+RZ�&LYLO�:DUV�(QG��1HZ�<RUN�8QLYHUVLW\�3UHVV�������

+HOG��'���������¶'HPRFUDF\�DQG�*OREDOLVDWLRQ·��*OREDO�*RYHUQDQFH��9RO���1R�����������

BB�� ������ ¶3ROLWLFDO� 7KHRU\� DQG� WKH� 0RGHUQ� 6WDWH·�� LQ� 3ROLW\� 3UHVV� &DPEULGJH�� 5XWK� /LVWHU�� ����� �S����

&LWL]HQVKLS��)HPLQLVW�3HUVSHFWLYHV��/RQGRQ��0DFPLOODQ

+LUVW��3���������$VVRFLDWLYH�'HPRFUDF\��1HZ�)RUPV�RI�(FRQRPLF�DQG�6RFLDO�*RYHUQDQFH��&DPEULGJH�

3ROLW\�3UHVV

BB��������5HSUHVHQWDWLYH�'HPRFUDF\�DQG�LWV�/LPLWV��&DPEULGJH��3ROLW\�3UHVV

+RURZLW]��'���������¶'HPRFUDF\�LQ�'LYLGHG�6RFLHWLHV·�-RXUQDO�RI�'HPRFUDF\��9RO���1R���������

BB��������(WKQLF�*URXSV�LQ�&RQIOLFW��%HUNHOH\��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV

+RVVDLQ��1��DQG�0RRUH��0���������¶(OLWH�3HUFHSWLRQV�RI�3RYHUW\��%DQJODGHVK·��,'6�%XOOHWLQ��9RO����1R���

������

+XEHU�� (��� 5XHVFKHPH\HU�� '�� DQG� 6WHSKHQV�� -�'��� ������ ¶7KH� 3DUDGR[HV� RI� &RQWHPSRUDU\� 'HPRFUDF\�

)RUPDO��3DUWLFLSDWRU\�DQG�6RFLDO�'LPHQVLRQV�·�&RPSDUDWLYH�3ROLWLFV��9RO����1R�����������

+XQWLQJGRQ��6��� ������7KH�7KLUG�:DYH��'HPRFUDWL]DWLRQ� LQ� WKH�/DWH�7ZHQWLHWK�&HQWXU\��&HQWHU� IRU

,QWHUQDWLRQDO�$IIDLUV��+DUYDUG�8QLYHUVLW\

+XQWLQJGRQ�� 6��� ������3ROLWLFDO�2UGHU� LQ�&KDQJLQJ�6RFLHWLHV�� &HQWHU� IRU� ,QWHUQDWLRQDO�$IIDLUV��+DUYDUG

8QLYHUVLW\

+XWFKIXO�� (��� ������ ¶'HPLOLWDULVLQJ� WKH� 3ROLWLFDO� 3URFHVV� LQ� $IULFD�� 6RPH� %DVLF� ,VVXHV·��$IULFDQ� 6HFXULW\

5HYLHZ��9RO���1R��������

,JQDWLHII��0���������¶7KH�1DUFLVVLVP�RI�0LQRU�'LIIHUHQFH·�LQ�KLV�ERRN�7KH�:DUULRUV�+XPDQ��(WKQLF�:DU

DQG�WKH�0RGHUQ�&RQVFLHQFHV��9LQWDJH�������



��

,P��+�%���������¶7KH�5LVH�RI�%XUHDXFUDWLF�$XWKRULWDULDQLVP�LQ�6RXWK�.RUHD·��:RUOG�3ROLWLFV��9RO����1R���

������

+DUULVV�:KLWH��%��DQG�:KLWH��*���HGV���������¶/LEHUDOLVDWLRQ�DQG�WKH�1HZ�&RUUXSWLRQ·��,'6�%XOOHWLQ��6SHFLDO

,VVXH��%ULJKWRQ��,QVWLWXWH�IRU�'HYHORSPHQW�6WXGLHV��$SULO��9RO����1R��

,QVWLWXWH�IRU�'HPRFUDF\�DQG�(OHFWRUDO�$VVLVWDQFH��,'($���������'HPRFUDF\�DQG�'HHS�5RRWHG�&RQIOLFW�

2SWLRQV�IRU�1HJRWLDWRUV��'DYLG�%ORRPILHOG�DQG�%HQ�5HLOO\��HGV���6WRFNKROP��,QWHUQDWLRQDO�,'($

,QWHU�3DUOLDPHQWDU\�8QLRQ��������:RPHQ�LQ�3DUOLDPHQWV��*HQHYD

-DFTXHWWH��-���������¶:RPHQ�LQ�3RZHU��IURP�7RNHQLVP�WR�&ULWLFDO�0DVV·��)RUHLJQ�3ROLF\��$XWXPQ�������

-HQNLQV��5��DQG�*RHW]��$�0���������¶$FFRXQWV�DQG�$FFRXQWDELOLW\��7KHRUHWLFDO�,PSOLFDWLRQV�RI�WKH�5LJKW�WR�

,QIRUPDWLRQ�0RYHPHQW�LQ�,QGLD·��7KLUG�:RUOG�4XDUWHUO\��9RO����1R��������²����

-RQDVGRWWLU�� $��� ������ ¶2Q� WKH� &RQFHSW� RI� ,QWHUHVW�� :RPHQ·V� ,QWHUHVWV�� DQG� WKH� /LPLWDWLRQV� RI� ,QWHUHVW

7KHRU\·� LQ� .DWKOHHQ� -RQHV� DQG� $QQD� -RQDVGRWWLU�� 7KH� 3ROLWLFDO� ,QWHUHVWV� RI� *HQGHU�� 'HYHORSLQJ

7KHRU\�DQG�5HVHDUFK�ZLWK�D�)HPLQLQH�)DFH��/RQGRQ��6DJH

-RVHSK��5���HG����������6WDWH��&RQIOLFW�DQG�'HPRFUDF\�LQ�$IULFD��%RXOGHU��&RORUDGR��/\QQH�5HLQQHU

BB��������'HPRFUDF\�DQG�3UHEHQGDO�3ROLWLFV�LQ�1LJHULD��WKH�5LVH�DQG�)DOO�RI�WKH�6HFRQG�5HSXEOLF�

&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV

-XQJ�� &�� DQG� 6KDSLUR�� ,��� ������ ¶6RXWK� $IULFDQ� 'HPRFUDF\� 5HYLVLWHG�� D� 5HSO\� WR� .RHEOH� DQG� 5H\QROGV�·

3ROLWLFV�DQG�6RFLHW\��9RO����1R�����������

BB�� ������ ¶6RXWK� $IULFD·V� 1HJRWLDWHG� 7UDQVLWLRQ�� 'HPRFUDF\�� 2SSRVLWLRQ�� DQG� WKH� 1HZ� &RQVWLWXWLRQDO

2UGHU·��3ROLWLFV�DQG�6RFLHW\��9RO����1R�����������

.DOGRU��0��DQG�9DVKHH��%���HGV���������1HZ�:DUV��5HVWUXFWXULQJ�WKH�*OREDO�0LOLWDU\�6HFWRU��/RQGRQ�

3LQWHU

BB�DQG�9HMYRGD��,���������¶'HPRFUDWL]DWLRQ�LQ�&HQWUDO�DQG�(DVW�(XURSHDQ�&RXQWULHV·��,QWHUQDWLRQDO�$IIDLUV�

9RO����1R���������

BB��������1HZ�DQG�2OG�:DUV��&DPEULGJH��3ROLW\�3UHVV

.HHQ��'���������¶$�5DWLRQDO�.LQG�RI�0DGQHVV·��2[IRUG�'HYHORSPHQW�6WXGLHV��9RO����1R���������

.LQJ��&���������¶(QGLQJ�&LYLO�:DUV·��$GHOSKL�3DSHU������2[IRUG�8QLYHUVLW\�3UHVV�IRU�,,66

.RHEOH�� 7�� DQG� $�� 5H\QROGV�� ������ ¶3RZHU�6KDULQJ� 'HPRFUDF\� LQ� WKH� 1HZ� 6RXWK� $IULFD·� 3ROLWLFV� DQG

6RFLHW\��9RO����1R�����������

.RKOL��$���HG����������7KH�6WDWH�DQG�'HYHORSPHQW�LQ�WKH�7KLUG�:RUOG��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\

3UHVV

.RWKDUL��5���������6WDWH�$JDLQVW�+XPDQLW\��LQ�6HDUFK�RI�+XPDQ�*RYHUQDQFH��'HOKL��$MDQWD�3UHVV

/HIWZLFK��$��������� ¶)RUPV�RI�'HPRFUDWLF�'HYHORSPHQWDO�6WDWH��'HYHORSPHQW�3UDFWLFHV�DQG�'HYHORSPHQW

&DSDFLW\·�LQ�0DUN�5RELQVRQ�DQG�*RUGRQ�:KLWH��HGV��7KH�'HPRFUDWLF�'HYHORSPHQWDO�6WDWH��3ROLWLFDO

DQG�,QVWLWXWLRQDO�'HVLJQ��2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG��SS������

BB��HG����������'HPRFUDF\�DQG�'HYHORSPHQW��3ROLW\�3UHVV��&DPEULGJH

/H\V��&���������7KH�5LVH�DQG�)DOO�RI�'HYHORSPHQW�7KHRU\��/RQGRQ��-DPHV�&XUUH\



��

/LMSKDUW�� $��� ������'HPRFUDF\� LQ� 3OXUDO� 6RFLHWLHV�� $� &RPSDUDWLYH� ([SORUDWLRQ�� 1HZ� +DYHQ�� <DOH

8QLYHUVLW\�3UHVV

BB�� ������3RZHU�6KDULQJ� LQ� 6RXWK� $IULFD�� 3ROLF\� 3DSHUV� LQ� ,QWHUQDWLRQDO� $IIDLUV� 1R� ���� %HUNHOH\� &$�

,QVWLWXWH�RI�,QWHUQDWLRQDO�6WXGLHV��8QLYHUVLW\�RI�&DOLIRUQLD

BB��������¶7KH�3X]]OH�RI�,QGLDQ�'HPRFUDF\��$�&RQVRFLDWLRQDO�,QWHUSUHWDWLRQ·��$PHULFDQ�3ROLWLFDO�6FLHQFH

5HYLHZ�����������

BB��������¶6RXWK�$IULFDQ�'HPRFUDF\��0DMRULWDULDQ�RU�&RQVRFLDWLRQDO·��'HPRFUDWL]DWLRQ��9RO���1R����������

BB� DQG�:DLVPDQ�� &�+�� �HGV��� ������ ,QVWLWXWLRQDO�'HVLJQ� LQ�1HZ�'HPRFUDFLHV�� (DVWHUQ�(XURSH� DQG

/DWLQ�$PHULFD��%RXOGHU�&2��:HVWYLHZ�3UHVV

/LSVN\��0���������6WUHHW�/HYHO�%XUHDXFUDF\��'LOHPPDV�RI�WKH�,QGLYLGXDO�LQ�3XEOLF�6HUYLFHV��1HZ�<RUN�

5XVVHOO�6DJH�)RXQGDWLRQ

/RQVGDOH�� -�� �HG���� ������ ¶3ROLWLFDO� $FFRXQWDELOLW\� LQ� $IULFDQ� +LVWRU\·�� LQ� 3DWULFN� &KDEDO� �HG���� 3ROLWLFDO

'RPLQDWLRQ�LQ�$IULFD��5HIOHFWLRQV�RQ�WKH�/LPLWV�RI�3RZHU��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV

/RZL��7��� ������ ¶$PHULFDQ�%XVLQHVV�� 3XEOLF� 3ROLF\�� &DVH�6WXGLHV� DQG� 3ROLWLFDO� 7KHRU\·�:RUOG�3ROLWLFV�� ��

-XO\���������

/XFNKDP��5��������� ¶$UH�7KHUH�$OWHUQDWLYHV�WR�/LEHUDO�'HPRFUDF\"·� LQ�0DUN�5RELQVRQ�DQG�*RUGRQ�:KLWH

�HGV���7KH�'HPRFUDWLF�'HYHORSPHQWDO� 6WDWH�� 3ROLWLFV� DQG� ,QVWLWXWLRQDO� 'HVLJQ�� 2[IRUG�� 2[IRUG

8QLYHUVLW\�3UHVV

/XFNKDP�� 5��� ������ ¶'HPRFUDF\� DQG� WKH� 0LOLWDU\�� $Q� (SLWDSK� IRU� )UDQNHQVWHLQ·V� PRQVWHU�·

'HPRFUDWL]DWLRQ��9RO���1R��������

0DLQZDULQJ��6���������¶3DUW\�6\VWHPV�LQ�WKH�7KLUG�:DYH·��-RXUQDO�RI�'HPRFUDF\��9RO���1R���������

0DPGDQL��0���������&LWL]HQ�DQG�6XEMHFW��&RQWHPSRUDU\�$IULFD�DQG�WKH�/HJDF\�RI�/DWH�&RORQLDOLVP�

/RQGRQ��-DPHV�&XUUH\

BB��������¶)URP�&RQTXHVW�WR�&RQVHQW�DV�WKH�%DVLV�RI�6WDWH�)RUPDWLRQ��5HIOHFWLRQV�RQ�5ZDQGD·��1HZ�/HIW

5HYLHZ�����������

BB��������¶7KH�6RFLDO�%DVLV�RI�&RQVWLWXWLRQDOLVP�LQ�$IULFD·��-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV��9RO����1R

���������

0DQRU��-��DQG�6HJDO��*��������¶7DNLQJ�,QGLD�6HULRXVO\·��6XUYLYDO��,QWHUQDWLRQDO�,QVWLWXWH�IRU�6WUDWHJLF�6WXGLHV

0DSKDL��9���������¶7KH�1HZ�6RXWK�$IULFD��$�6HDVRQ�IRU�3RZHU�6KDULQJ·��-RXUQDO�RI�'HPRFUDF\����������

0D\DOO��-��DQG�6LPSVRQ��0��������� ¶(WKQLFLW\� LV�QRW�(QRXJK��5HIOHFWLRQV�RQ�3URWUDFWHG�6HFHVVLRQLVP� LQ� WKH

7KLUG�:RUOG·��,QWHUQDWLRQDO�-RXUQDO�RI�&RPSDUDWLYH�6RFLRORJ\��9RO�;;;,,,�1RV����������

0LDOO��+��� 5DPVERWKDP��2�� DQG�:RRGKRXVH�� 7��� ������&RQWHPSRUDU\�&RQIOLFW� 5HVROXWLRQ�� &DPEULGJH�

3ROLW\�3UHVV

0NDQGDZLUH��7���������¶&ULVLV�0DQDJHPHQW�DQG�WKH�0DNLQJ�RI�¶&KRLFHOHVV�'HPRFUDFLHV·�� LQ�5LFKDUG�-RVHSK

�HG����6WDWH��&RQIOLFW�DQG�'HPRFUDF\�LQ�$IULFD��%RXOGHU�&RORUDGR��/\QQH�5HLQQHU

0RO\QHX[�� 0��� ������ ¶:RPHQ·V� 5LJKWV� DQG� WKH� ,QWHUQDWLRQDO� &RQWH[W�� 6RPH� 5HIOHFWLRQV� RQ� WKH� 3RVW�

&RPPXQLVW�6WDWHV·��0LOOHQQLXP��9RO����1R�����������



��

BB��������¶0RELOL]DWLRQ�:LWKRXW�(PDQFLSDWLRQ"�:RPHQ·V�,QWHUHVWV��WKH�6WDWH��DQG�5HYROXWLRQ�LQ�1LFDUDJXD·�

)HPLQLVW�6WXGLHV��������������

0RRUH��0��� ������ ¶'HDWK�:LWKRXW� 7D[HV��'HPRFUDF\�� 6WDWH� &DSDFLW\� DQG�$LG�'HSHQGHQFH� LQ� WKH� )RXUWK

:RUOG·� LQ�0DUN�5RELQVRQ�DQG�*RUGRQ�:KLWH� �HGV���7KH�'HPRFUDWLF�'HYHORSPHQWDO�6WDWH��3ROLWLFV

DQG�,QVWLWXWLRQDO�'HVLJQ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV��������

BB�� ������ ¶'HPRFUDF\� DQG� 'HYHORSPHQW� LQ� &URVV�1DWLRQDO� 3HUVSHFWLYH�� $� 1HZ� /RRN� DW� WKH� 6WDWLVWLFV·�

'HPRFUDWL]DWLRQ��9RO���1R��������

BB�� /HDY\�� -��� +RXW]DJHU�� 3�� DQG� :KLWH�� +��� ������ ¶3ROLF\� 4XDOLWLHV�� +RZ� *RYHUQDQFH� $IIHFWV� 3RYHUW\·�

PLPHR��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

BB�� DQG� 3XW]HO�� -��� ������ ¶3ROLWLFV� DQG� 3RYHUW\�� $�%DFNJURXQG� 3DSHU� IRU� WKH�:RUOG�'HYHORSPHQW� 5HSRUW

������·��PLPHR��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

0RXIIH�� &�� �HG���� ������ 'LPHQVLRQV� RI� 5DGLFDO� 'HPRFUDF\�� 3OXUDOLVP�� &LWL]HQVKLS�� &RPPXQLW\�

/RQGRQ��9HUVR

1HOVRQ��-���������¶7KH�3ROLWLFV�RI�3UR�3RRU�$GMXVWPHQW·��1HOVRQ��-���HG����)UDJLOH�&RDOLWLRQV��7KH�3ROLWLFV

RI�(FRQRPLF�$GMXVWPHQW��:DVKLQJWRQ��'�&��2YHUVHDV�'HYHORSPHQW�&RXQFLO

1ROXWVKXQJX�� 6�&��� ������ &KDQJLQJ� 6RXWK� $IULFD�� 3ROLWLFDO� &RQVLGHUDWLRQV�� 1HZ� <RUN�� $IULFDQD

3XEOLVKLQJ

2·%ULHQ�� 5��� *RHW]�� $�0��� 6FKROWH�� -�$�� DQG� :LOOLDPV�� 0��� ������ &RQWHVWLQJ� *RYHUQDQFH�� *OREDO

(FRQRPLF�,QVWLWXWLRQV�DQG�*OREDO�6RFLDO�0RYHPHQWV��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV

2·'RQQHOO��*���������¶+RUL]RQWDO�$FFRXQWDELOLW\�LQ�1HZ�'HPRFUDFLHV�·�-RXUQDO�RI�'HPRFUDF\��9RO���1R���

�������

BB��������¶'HOHJDWLYH�'HPRFUDF\·��-RXUQDO�RI�'HPRFUDF\��9RO���1R��������

BB�� ������ ¶2Q� WKH� 6WDWH��'HPRFUDWL]DWLRQ� DQG� 6RPH� &RQFHSWXDO� 3UREOHPV�� $�/DWLQ� $PHULFDQ�9LHZ�ZLWK

*ODQFHV�DW�6RPH�3RVWFRPPXQLVW�&RXQWULHV·��:RUOG�'HYHORSPHQW��9RO����1R�����������

BB�������� ¶5HIOHFWLRQV� LQ� WKH�3DWWHUQV�RI�&KDQJH� LQ� WKH�%XUHDXFUDWLF�$XWKRULWDULDQ�6WDWH·�/DWLQ�$PHULFDQ

5HVHDUFK�5HYLHZ��������������

BB� DQG� 6FKPLWWHU�� 3�&������� 7UDQVLWLRQV� IURP� $XWKRULWDULDQ� 5XOH�� 7HQWDWLYH� &RQFOXVLRQV� $ERXW

8QFHUWDLQ�'HPRFUDFLHV��%DOWLPRUH�DQG�/RQGRQ��-RKQ�+RSNLQV�8QLYHUVLW\�3UHVV

2ORND�2Q\DQJR��-���������¶/DZ��*UDVVURRWV�'HPRFUDF\�DQG�WKH�1DWLRQDO�5HVLVWDQFH�0RYHPHQW�LQ�8JDQGD·�

,QWHUQDWLRQDO�-RXUQDO�RI�6RFLRORJ\�RI�/DZ����

2ORND�2Q\DQJR��-���������¶&RQVWLWXWLRQDO�7UDQVLWLRQ�LQ�0XVHYHQL·V�8JDQGD��1HZ�+RUL]RQV�RU�$QRWKHU�)DOVH

6WDUW"·�-RXUQDO�RI�$IULFDQ�/DZ��9RO����1R����������

3DUHNK�� %��� ������ ¶7KH� &XOWXUDO� 3DWLFXODULW\� RI� /LEHUDO� 'HPRFUDF\�·� LQ� 'DYLG� +HOG�� 3URVSHFWV� IRU

'HPRFUDF\��1RUWK��6RXWK��(DVW��:HVW��3ROLW\�3UHVV��&DPEULGJH

3DWHPDQ��&��� ������7KH�3UREOHP�RI�3ROLWLFDO�2EOLJDWLRQ��$�&ULWLTXH�RI�/LEHUDO�7KHRU\�� 3ROLW\� 3UHVV�

&DPEULGJH���

BB��������3DUWLFLSDWLRQ�DQG�'HPRFUDWLF�7KHRU\��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV



��

3HDUFH�� -��� &RKHQ�� 6�� DQG� )HUJXVRQ�� -��� ������&RORPELD�� ,QVLGH� WKH� /DE\ULQWK�� /RQGRQ�� /DWLQ� $PHULFD

%XUHDX

3KLOOLSV��$��� ������ ¶0XVW�)HPLQLVWV�*LYH�8S� RQ� /LEHUDO�'HPRFUDF\"·� LQ�'DYLG�+HOG� �HG����3URVSHFWV� IRU

'HPRFUDF\��1RUWK��6RXWK��(DVW��:HVW��&DPEULGJH��3ROLW\�3UHVV����

BB��������¶3DUDGR[HV�RI�3DUWLFLSDWLRQ·�LQ�KHU�ERRN�(QJHQGHULQJ�'HPRFUDF\��&DPEULGJH��3ROLW\�3UHVV

3U]HZRUVNL�� $�� HW� DO��� ������ 6XVWDLQDEOH� 'HPRFUDF\�� *URXS� RQ� (DVW�6RXWK� 6\VWHPV� 7UDQVIRUPDWLRQV�

&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV

BB��������'HPRFUDF\�DQG�WKH�0DUNHW��3ROLWLFDO�DQG�(FRQRPLF�5HIRUPV�LQ�(DVWHUQ�(XURSH�DQG�/DWLQ

$PHULFD��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV

5DPVERWKDP�� &�� DQG� :RRGKRXVH�� 7�� ������ +XPDQLWDULDQ� ,QWHUYHQWLRQ� LQ� &RQWHPSRUDU\� &RQIOLFW�

&DPEULGJH��3ROLW\�3UHVV

5HQQHU��0��� ������ ¶7KH� *OREDO� 'LYLGH�� 6RFLRHFRQRPLF� 'LVSDULWLHV� DQG� ,QWHUQDWLRQDO� 6HFXULW\·� LQ� 0LFKDHO

.ODUH�DQG�<RJHVK�&KDQGUDQL��HGV��:RUOG�6HFXULW\��&KDOOHQJHV�IRU�D�1HZ�&HQWXU\��6W��0DUWLQ·V�3UHVV�

WKLUG�HGLWLRQ

5H\QROGV�� $��� ������ (OHFWRUDO� 6\VWHPV� DQG� 'HPRFUDWL]DWLRQ� LQ� 6RXWKHUQ� $IULFD�� 2[IRUG�� 2[IRUG

8QLYHUVLW\�3UHVV

BB� DQG� 6LVN�� 7�'��� ������ ¶(OHFWLRQV� DQG� (OHFWRUDO� 6\VWHPV�� ,PSOLFDWLRQV� IRU� &RQIOLFW� 0DQDJHPHQW�·� LQ

7LPRWK\�'��6LVN�DQG�$QGUHZ�5H\QROGV�(OHFWLRQV�DQG�&RQIOLFW�0DQDJHPHQW� LQ�$IULFD��:DVKLQJWRQ

'&��86�,QVWLWXWH�RI�3HDFH�3UHVV

5RELQVRQ�� 0�� DQG� :KLWH�� *�� �HGV��� ������ 7KH� 'HPRFUDWLF� 'HYHORSPHQWDO� 6WDWH�� 3ROLWLFDO� DQG

,QVWLWXWLRQDO�'HVLJQ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�������

5RELQVRQ��5��������� ¶$XWKRULWDULDQ�6WDWHV��&DSLWDO�2ZQLQJ�&ODVVHV�DQG�WKH�3ROLWLFV�RI�1HZO\�,QGXVWULDOLVLQJ

&RXQWULHV��7KH�&DVH�RI�,QGRQHVLD·��:RUOG�3ROLWLFV��9RO����1R���������

5XHVFKHPH\HU�� '��� +XEHU�� (�� DQG� 6WHSKHQV�� -�'��� ������ &DSLWDOLVW� 'HYHORSPHQW� DQG� 'HPRFUDF\�

/RQGRQ��3ROLW\�3UHVV

6DQGEURRN��5���������¶+REEOHG�/HYLDWKDQ��&RQVWUDLQWV�LQ�6WDWH�)RUPDWLRQ�LQ�$IULFD�·�,QWHUQDWLRQDO�-RXUQDO�

9RO����1R��

6DUWRUL�� *��� ������&RPSDUDWLYH� &RQVWLWXWLRQDO� (QJLQHHULQJ�� $Q� ,QTXLU\� LQWR� 6WUXFWXUHV�� ,QFHQWLYHV

DQG�2XWFRPHV��0DFPLOODQ��VHFRQG�HGLWLRQ

6DUWRUL��*���������7KH�7KHRU\�RI�'HPRFUDF\�5HYLVLWHG��1HZ�-HUVH\��&KDWKDP�+RXVH

6DXO�� -�6��� ������ ¶,QVLGH�)URP�WKH�2XWVLGH"�7KH�5RRWV� DQG�5HVROXWLRQ�RI�0R]DPELTXH·V�8Q�&LYLO�:DU·� LQ

7DLVLHU�0��$OL�DQG�5REHUW�2��0DWWKHZV� �HGV���&LYLO�:DUV� LQ�$IULFD��5RRWV�DQG�5HVROXWLRQ��/RQGRQ�

,WKDFD��SS���������

BB�� ������ ¶/LEHUDO� 'HPRFUDF\� YV�� 3RSXODU� 'HPRFUDF\� LQ� 6RXWKHUQ� $IULFD·��5HYLHZ� RI� $IULFDQ� 3ROLWLFDO

(FRQRP\�������������

BB��������¶�´)RU�)HDU�RI�%HLQJ�&RQGHPQHG�DV�2OG�)DVKLRQHGµ��/LEHUDO�'HPRFUDF\�YV��3RSXODU�'HPRFUDF\

LQ�6XE�6DKDUDQ�$IULFD·��5HYLHZ�RI�$IULFDQ�3ROLWLFDO�(FRQRP\�������������

6FKPLWWHU��3�&���������¶'DQJHUV�DQG�'LOHPPDV�RI�'HPRFUDF\�·�-RXUQDO�RI�'HPRFUDF\��9RO���1R���������



��

6FKXPSHWHU��-�$��������&DSLWDOLVP��6RFLDOLVP�DQG�'HPRFUDF\��/RQGRQ��5RXWOHGJH

6NODU��5�/��������¶'HYHORSPHQWDO�'HPRFUDF\�·�&RPSDUDWLYH�6WXGLHV�LQ�6RFLHW\�DQG�+LVWRU\��9RO����1R���

�������

BB��������¶'HPRFUDF\�LQ�$IULFD·��$IULFDQ�6WXGLHV�5HYLHZ��9RO�����1R����

6PRRKD�� 6�� DQG�+DQI��7��� ������ ¶7KH�'LYHUVH�0RGHV�RI�&RQIOLFW�5HJXODWLRQ� LQ�'HHSO\�'LYLGHG� 6RFLHWLHV·�

,QWHUQDWLRQDO�-RXUQDO�RI�&RPSDUDWLYH�6RFLRORJ\��9RO��;;;,,,�1RV�����������

6ULQLYDVDQ�� 7�1��� ������ ¶'HPRFUDF\�� 0DUNHWV�� *RYHUQDQFH� DQG� 'HYHORSPHQW·��5HYLHZ� RI� 'HYHORSPHQW

DQG�&KDQJH��9RO�,,,�1R����-XO\�'HFHPEHU

6WHSDQ�� $��� ������5HWKLQNLQJ�0LOLWDU\� 3ROLWLFV�� %UD]LO� DQG� WKH� 6RXWKHUQ� &RQH�� 3ULQFHWRQ�� 3ULQFHWRQ

8QLYHUVLW\�3UHVV

BB� DQG� 6NDFK�� &��� ������ ¶&RQVWLWXWLRQDO� )UDPHZRUNV� DQG� 'HPRFUDWLF� &RQVROLGDWLRQ�� 3DUOLDPHQWDULDQLVP

9HUVXV�3UHVLGHQWLDOLVP·��:RUOG�3ROLWLFV��9RO����1R��������

6WHZDUW�� )�� DQG� 2·6XOOLYDQ�� 0��� ������ ¶'HPRFUDF\�� &RQIOLFW� DQG� 'HYHORSPHQW� �� 7KUHH� &DVHV·��:RUNLQJ

3DSHU��1R�����4(+:36�����2[IRUG��4XHHQ�(OL]DEHWK�+RXVH

7HQGOHU��-���������*RRG�*RYHUQPHQW�LQ�WKH�7URSLFV��%DOWLPRUH��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV

BB� DQG� )UHHGKHLP�� 6��� ������ ¶7UXVW� LQ� D� 5HQW�6HHNLQJ� :RUOG�� +HDOWK� DQG� *RYHUQPHQW� 7UDQVIRUPHG� LQ

1RUWKHDVW�%UD]LO·��:RUOG�'HYHORSPHQW��9RO����1R��������������

7KRPDV�� -�:�� DQG�*ULQGOH��0�6��� ������ ¶$IWHU� WKH�'HFLVLRQ�� ,PSOHPHQWLQJ� 3ROLF\�5HIRUPV� LQ�'HYHORSLQJ

&RXQWULHV·��:RUOG�'HYHORSPHQW��9RO����1R�������������

7LOO\�� &��� ������ ¶:DU� DQG� WKH� 3RZHU� RI� :DU� 0DNHUV�� :HVWHUQ� (XURSH� DQG� (OVHZKHUH�� ����������·� LQ� 3�

:DOOHQVWHLQ��-��*DOWXQJ�DQG�&��3RUWDOHV��HGV���*OREDO�0LOLWDUL]DWLRQ��%RXOGHU��:HVWYLHZ

7RFTXHYLOOH��$��GH�������������'HPRFUDF\�LQ�$PHULFD����YROV��/RQGRQ��)RQWDQD

7ULSS�� $�0��� ������ ¶:RPHQ·V� $VVRFLDWLRQV� DQG� &KDOOHQJHV� WR� 1HRSDWULPRQLDO� 5XOH� LQ� $IULFD·�� 068

:RUNLQJ�3DSHUV�RQ�3ROLWLFDO�5HIRUP�LQ�$IULFD��1R�����-XQH���

7XUWRQ��'�� �HG���� ������:DU� DQG�(WKQLFLW\��*OREDO�&RQQHFWLRQV� DQG�/RFDO�9LROHQFH�� 5RFKHVWHU��1<�

8QLYHUVLW\�RI�5RFKHVWHU�3UHVV

8QLWHG� 1DWLRQV� 'HYHORSPHQW� 3URJUDPPH�� ������ +XPDQ� 'HYHORSPHQW� 5HSRUW� �+'5��� 1HZ� <RUN�

81'3

:D\OHQ�� *��� ������ ¶:RPHQ� DQG� 'HPRFUDWLVDWLRQ�� &RQFHSWXDO� ,VVXHV� DQG�*HQGHU� 5HODWLRQV� LQ� 7UDQVLWLRQ

3ROLWLFV·��:RUOG�3ROLWLFV��9RO����1R�����������

:H\ODQG�� .��� ������ 'HPRFUDF\� :LWKRXW� (TXDOLW\�� )DLOXUHV� RI� 5HIRUP� LQ� %UD]LO�� 3LWWVEXUJK�� 3$�

8QLYHUVLW\�RI�3LWWVEXUJK�3UHVV

BB��������¶�´*URZWK�ZLWK�(TXLW\µ�LQ�&KLOH·V�1HZ�'HPRFUDF\"·��/DWLQ�$PHULFDQ�5HVHDUFK�5HYLHZ��9RO���

1R���������

:KLWH��*��������� ¶&RQVWUXFWLQJ�D�'HPRFUDWLF�'HYHORSPHQWDO�6WDWH·�� LQ�0DUN�5RELQVRQ�DQG�*RUGRQ�:KLWH

�HGV���7KH�'HPRFUDWLF�'HYHORSPHQWDO� 6WDWH��3ROLWLFDO� DQG� ,QVWLWXWLRQDO�'HVLJQ��2[IRUG��2[IRUG

8QLYHUVLW\�3UHVV�������

:RUOG�%DQN��������*RYHUQDQFH�DQG�'HYHORSPHQW��:DVKLQJWRQ��:RUOG�%DQN



��

:RRG�� (�0��� ������'HPRFUDF\� $JDLQVW� &DSLWDOLVP�� 5HQHZLQJ� +LVWRULFDO� 0DWHULDOLVP�� &DPEULGJH�

&DPEULGJH�8QLYHUVLW\�3UHVV

:RRGZDUG��'���������7KH�,0)��WKH�:RUOG�%DQN�DQG�(FRQRPLF�3ROLF\�LQ�5ZDQGD��(FRQRPLF��6RFLDO

DQG�3ROLWLFDO�,PSOLFDWLRQV��2[IRUG��2[IDP
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