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,Q� UHFHQW� \HDUV�� JOREDOLVDWLRQ�KDV�EHHQ� DVVRFLDWHG�ZLWK� LQFUHDVLQJ� LQHTXDOLW\�ZLWKLQ� DQG�EHWZHHQ� FRXQWULHV�

DQG� ZLWK� D� VWXEERUQO\� ODUJH� VKDUH� RI� WKH� ZRUOG·V� SRSXODWLRQ� OLYLQJ� LQ� SRYHUW\�� ,I� WKH� ¶ORVHUV·� KDG� EHHQ

FRQILQHG�WR�WKRVH�ZKR�GLG�QRW�SDUWLFLSDWH�LQ�WKH�JOREDO�HFRQRP\��WKHQ�WKH�SROLF\�LPSOLFDWLRQV�ZRXOG�EH�FOHDU

²�MRLQ�WKH�UXVK��%XW��ZKHQ��DV�LV�WKH�FDVH��WKH�¶ORVHUV·�LQFOXGH�WKRVH�ZKR�KDYH�SDUWLFLSDWHG�LQ�JOREDO�SURFHVVHV�

WKHQ�WKH�SROLF\�FKDOOHQJH�LV�PXFK�PRUH�GDXQWLQJ��,W�LV�QRW�VR�PXFK�D�PDWWHU�RI�ZKHWKHU�WR�SDUWLFLSDWH�LQ�JOREDO

SURFHVVHV��EXW�KRZ�WR�GR�VR�LQ�D�ZD\�ZKLFK�SURYLGHV�VXVWDLQDEOH�LQFRPH�JURZWK�IRU�SRRU�SHRSOH�DQG�IRU�SRRU

FRXQWULHV��,Q�WKHVH�FLUFXPVWDQFHV��SROLF\�QHHGV�WR�DGGUHVV�SURFHVVHV�RI�SURGXFWLRQ�DQG�SURGXFW�GHYHORSPHQW�

LQFOXGLQJ�ERWK�LQWUD�ILUP�RUJDQLVDWLRQ�DQG�WKH�UHODWLRQVKLS�EHWZHHQ�ILUPV��,W�DOVR�QHHGV�WR�DGGUHVV�WKH�ZD\V

LQ�ZKLFK�SRRU�SURGXFHUV�DQG�SRRU�FRXQWULHV�FRQQHFW�ZLWK�SURGXFHUV�DQG�FRQVXPHUV�LQ�WKH�JOREDO�HFRQRP\�

9DOXH�FKDLQ�DQDO\VLV�²�ZKLFK� LQFOXGHV�WKH�ZKROH�F\FOH�RI� WKH�RUJDQLVDWLRQ��SURGXFWLRQ�DQG�GHOLYHU\�RI

SURGXFWV�IURP�LQFHSWLRQ�WR�XVH�DQG�UHF\FOLQJ�²�SURYLGHV�D�WRRO�IRU�PDSSLQJ�WKHVH�FUXFLDO�GRPDLQV�RI�SULYDWH

DQG�SXEOLF�SROLF\��%XW��PRUH�WKDQ�WKDW��E\�IRFXVLQJ�RQ�WKH�G\QDPLF�VKLIWLQJ�RI�SURGXFHU�UHQWV�WKURXJK�WKH�FKDLQ�

RQ� WKH�SURFHVVHV�ZKHUHE\�NH\� DFWRUV�SURYLGH� JRYHUQDQFH� WR�SURGXFWLRQ�ZKLFK�RFFXUV�RQ� D� JOREDO� EDVLV�� YDOXH

FKDLQ� DQDO\VLV� SURYLGHV� LPSRUWDQW� LQVLJKWV� LQWR� WKH� SROLF\� FKDOOHQJHV� FRQIURQWLQJ� ERWK� SULYDWH� DQG� SXEOLF

DFWRUV�

7KLV� SDSHU� UHYLHZV� WKH� XQHTXDO� FKDUDFWHU� RI� UHFHQW� SURFHVVHV� RI� JOREDOLVDWLRQ�� VXPPDULVHV� WKH� NH\

WKHRUHWLFDO�FRQFHSWV�ZKLFK�FKDUDFWHULVH�WKH�FRQFHSW�RI�YDOXH�FKDLQV�DQG�LOOXVWUDWHV�WKH�FRQWULEXWLRQ�RI�YDOXH

FKDLQ�DQDO\VLV� WKURXJK�VXPPDULHV�RI� IRXU�FKDLQ� FDVH�VWXGLHV� �IUHVK� IUXLW� DQG�YHJHWDEOHV�� FDQQHG�GHFLGXRXV

IUXLW��IRRWZHDU�DQG�DXWRPRELOH�FRPSRQHQWV���,W�FRQFOXGHV�ZLWK�D�GLVFXVVLRQ�RI�SUDFWLFDO�ZD\V�RI�KRZ�YDOXH

FKDLQ�DQDO\VLV�FDQ�LQIRUP�SROLF\�

,�DP�JUDWHIXO� WR�-RKQ�+XPSKUH\��+XEHUW�6FKPLW]��+DQV�6LQJHU�DQG�$GULDQ�:RRG�IRU� WKHLU�KHOSIXO� FRPPHQWV�RQ�DQ

HDUOLHU�GUDIW��,�UHJUHW�WKDW�WKH�UHPDLQLQJ�HUURUV�DQG�ZHDNQHVVHV�DUH�PLQH�DORQH�
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)RU� PDQ\� RI� WKH� ZRUOG·V� SRSXODWLRQ�� WKH� JURZLQJ� LQWHJUDWLRQ� RI� WKH� JOREDO� HFRQRP\� KDV� SURYLGHG� WKH

RSSRUWXQLW\� IRU� VXEVWDQWLDO� LQFRPH� JURZWK�� 7KLV� LV� UHIOHFWHG� QRW� RQO\� LQ� KLJKHU� LQFRPHV�� EXW� DOVR� LQ� WKH

LPSURYHG�DYDLODELOLW\�RI�EHWWHU�TXDOLW\� DQG� LQFUHDVLQJO\�GLIIHUHQWLDWHG� ILQDO� SURGXFWV��+RZHYHU�� DW� WKH� VDPH

WLPH�� JOREDOLVDWLRQ� KDV� KDG� LWV� GDUN� VLGH�� 7KHUH� KDV� EHHQ� DQ� LQFUHDVLQJ� WHQGHQF\� WRZDUGV� JURZLQJ

XQHTXDOLVDWLRQ�ZLWKLQ�DQG�EHWZHHQ�FRXQWULHV�DQG�D�JURZLQJ�LQFLGHQFH�LQ�WKH�DEVROXWH�OHYHOV�RI�SRYHUW\��QRW

MXVW� LQ� SRRU� FRXQWULHV��7KHVH� SRVLWLYH� DQG� QHJDWLYH� DWWULEXWHV� RI� JOREDOLVDWLRQ� KDYH� EHHQ� H[SHULHQFHG� DW� D

QXPEHU�RI�GLIIHUHQW�OHYHOV�²�WKH�LQGLYLGXDO��WKH�KRXVHKROG��WKH�ILUP��WKH�WRZQ��WKH�UHJLRQ��WKH�VHFWRU�DQG�WKH

QDWLRQ�� 7KH� GLVWULEXWLRQDO� SDWWHUQ� HPHUJLQJ� LQ� UHFHQW� GHFDGHV� RI� JOREDOLVDWLRQ� LV� WKXV� VLPXOWDQHRXVO\

KHWHURJHQHRXV�DQG�FRPSOH[�

,I� WKRVH� ZKR� KDG� ORVW� IURP� JOREDOLVDWLRQ� KDG� EHHQ� FRQILQHG� WR� WKH� QRQ�SDUWLFLSDQWV�� WKH� SROLF\

LPSOLFDWLRQV�ZRXOG� EH� FOHDU� ²� WDNH� HYHU\� VWHS� WR� EH� DQ� DFWLYH� SDUWLFLSDQW� LQ� JOREDO� SURGXFWLRQ� DQG� WUDGH�

+RZHYHU��WKH�FKDOOHQJH�LV�PXFK�PRUH�GDXQWLQJ�WKDQ�WKLV��VLQFH�WKH�ORVHUV�LQFOXGH�PDQ\�RI�WKRVH�ZKR�KDYH

SDUWLFLSDWHG� DFWLYHO\� LQ� WKH� SURFHVV� RI� JOREDO� LQWHJUDWLRQ��+HQFH�� WKHUH� LV� D� QHHG� WR�PDQDJH� WKH�PRGH� RI

LQVHUWLRQ�LQWR�WKH�JOREDO�HFRQRP\��WR�HQVXUH�WKDW�LQFRPHV�DUH�QRW�UHGXFHG�RU�IXUWKHU�SRODULVHG�

7KUHH�FHQWUDO�TXHVWLRQV�DULVH�IURP�WKHVH�REVHUYDWLRQV��)LUVW��ZK\�KDV�WKHUH�EHHQ�VR�OLWWOH�FRUUHVSRQGHQFH

EHWZHHQ�WKH�JHRJUDSKLFDO� VSUHDG�RI�HFRQRPLF�DFWLYLW\�DQG�WKH�VSUHDGLQJ�RI� WKH�JDLQV� IURP�SDUWLFLSDWLQJ� LQ

JOREDO�SURGXFW�PDUNHWV"�6HFRQGO\��WR�ZKDW�H[WHQW�LV�LW�SRVVLEOH�WR�LGHQWLI\�D�FDXVDO�OLQN�EHWZHHQ�JOREDOLVDWLRQ

DQG�LQHTXDOLW\"�$QG��WKLUGO\��ZKDW�FDQ�EH�GRQH�WR�DUUHVW�WKH�XQHTXDOLVLQJ�WHQGHQFLHV�RI�JOREDOLVDWLRQ"�7KHVH

WKUHH�UHODWHG�TXHVWLRQV�KDYH� LPSRUWDQW�PHWKRGRORJLFDO� LPSOLFDWLRQV�²�ZKDW� LV� WKH�EHVW�ZD\� WR�JHQHUDWH� WKH

LQIRUPDWLRQ� UHTXLUHG� WR�GRFXPHQW� WKHVH�GHYHORSPHQWV� LQ�SURGXFWLRQ� DQG� DSSURSULDWLRQ�� DQG�KRZ� FDQ�ZH

LGHQWLI\�SROLF\�LQVWUXPHQWV�ZKLFK�PLJKW�DUUHVW��DQG�SHUKDSV�SDUWLDOO\�UHYHUVH�WKHVH�GHYHORSPHQWV"

,W�LV�WKH�FHQWUDO�FRQWHQWLRQ�RI�WKLV�SDSHU�WKDW�YDOXH�FKDLQ�DQDO\VLV�SURYLGHV�DQ�LPSRUWDQW�IUDPHZRUN�IRU

DGGUHVVLQJ� WKHVH� FUXFLDO� TXHVWLRQV�� ,Q� GHYHORSLQJ� WKLV� DUJXPHQW�� LQ� 6HFWLRQ� ��ZH�ZLOO� EULHIO\� FKURQLFOH� WKH

FRUUHODWLRQ� EHWZHHQ� JOREDO� LQWHJUDWLRQ� DQG� JOREDO� XQHTXDOLVDWLRQ� DQG� SRVLW� D� FDXVDO� UHODWLRQVKLS� EHWZHHQ

LQFUHDVLQJ�LQHTXDOLW\�DQG�WKH�JOREDO�LQWHJUDWLRQ�RI�SURGXFWLRQ�DQG�WUDGH��,Q�6HFWLRQ����ZH�RXWOLQH�WKH�FHQWUDO

HOHPHQWV�RI� YDOXH� FKDLQ� DQDO\VLV�� DQG� WKLV� LV� IROORZHG� LQ�6HFWLRQ���E\� D� VHULHV�RI� VKRUW� FDVH� VWXGLHV�ZKLFK

LOOXVWUDWH�WKH�FRQWULEXWLRQ�WR�EH�PDGH�E\�YDOXH�FKDLQ�DQDO\VLV� LQ�XQGHUVWDQGLQJ�WKLV�FDXVDO�UHODWLRQVKLS��7KH

SDSHU�FRQFOXGHV�E\�GUDZLQJ�FRQFOXVLRQV�IRU�ERWK�IXWXUH�UHVHDUFK�DQG�SROLF\�GHVLJQ�DQG�LPSOHPHQWDWLRQ�

��� �*/2%$/,6$7,21�$1'�81(48$/,6$7,21

*OREDOLVDWLRQ� LV�QRW� D�QHZ�SKHQRPHQRQ�� LW� KDV� HEEHG� DQG� IORZHG�RYHU� WKH� SDVW� FHQWXU\��7KHUH� DUH�PDQ\

PHDVXUHV�RI�¶JOREDOLVDWLRQ·��QRQH�RI�ZKLFK� LV�IUHH�IURP�LPSHUIHFWLRQV��+RZHYHU��RQH� LQGLFDWLRQ�RI�JURZLQJ

LQWHJUDWLRQ�LV�WKH�SURSRUWLRQ�RI�SURGXFWLRQ�ZKLFK�LV�WUDGHG��WKLV�KDV�JURZQ�VLJQLILFDQWO\�LQ�PRVW�SDUWV�RI�WKH

JOREDO� HFRQRP\� �7DEOH� ����� 7KH� VKDUS� JURZWK� LQ� WUDGH�*'3� VKDUHV� IRU� &KLQD� DQG� ,QGLD� DUH� SDUWLFXODUO\

                                                
� $Q�DVVRFLDWHG�SRLQW�ZKLFK�ZH�ZLOO�FRQVLGHU�LQ�ODWHU�GLVFXVVLRQ�LV�WKH�QDWXUH�RI�WKHVH�WUDGLQJ�UHODWLRQVKLSV�
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VLJQLILFDQW��DV�ZH�VKDOO�VHH�EHORZ��6LPLODU� OHYHOV�RI� LQWHJUDWLRQ�FDQ�EH�IRXQG�ZLWK�UHVSHFW�WR� ILQDQFLDO� IORZV

DQG�FRPPXQLFDWLRQV��

Table 1: Trade as a proportion of GDP
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6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�������

%HIRUH�FRQVLGHULQJ�GLVWULEXWLRQDO�LVVXHV��LW�LV�LPSRUWDQW�WR�UHFRJQLVH�WKDW�PDQ\�RI�WKH�ZRUOG·V�SRSXODWLRQ�KDYH

H[SHULHQFHG�VLJQLILFDQW�LPSURYHPHQWV�LQ�OLYLQJ�VWDQGDUGV�LQ�UHFHQW�\HDUV��7KLV�LV�SDUWLFXODUO\�WUXH�RI�HDVW�$VLD

DIWHU�WKH�����V��DQG�&KLQD�DQG�,QGLD�DIWHU�������)RU�H[DPSOH��WKH�&KLQHVH�HFRQRP\�JUHZ�DW�DQ�DQQXDO�UDWH�RI

�����SHU�FHQW�GXULQJ�WKH�����V�DQG�RI������SHU�FHQW�GXULQJ�WKH�ILUVW�KDOI�RI�����V��0XFK�RI�WKH�EHQHILWV�RI

WKLV�JURZWK�KDYH�ILOWHUHG�WKURXJK�WR�D�ODUJH�QXPEHU�RI�SHRSOH�

%XW�DW�WKH�VDPH�WLPH�DV�JOREDOLVDWLRQ�KDV�EHHQ�DVVRFLDWHG�ZLWK�DQ�LPSURYHPHQW�LQ�OLYLQJ�VWDQGDUGV�IRU

PDQ\��ZKDW�KDV�KDSSHQHG�WR�WKH�GHJUHH�RI�JOREDO�LQHTXDOLW\"�&RQVLGHUHG�DW�WKH�OHYHO�RI�FRXQWULHV��WKH�SDWWHUQ

RI� LQWHU�FRXQWU\� LQFRPH� GLVWULEXWLRQ� KDV� EHFRPH� FRPSOH[�� ZLWK� WKH� GHYHORSPHQW� RI� D� ¶WZLQ�SHDN·

GLVWULEXWLRQDO�SDWWHUQ��7ZR�JURXSV�RI�FRXQWULHV�KDYH�HPHUJHG�EHWZHHQ������DQG������²�WKRVH�FOXVWHUHG�DW�D

OHYHO�RI�ILYH�SHU�FHQW�RI�86�*'3�ZRUNHU��DQG�WKRVH�ZKHUH�HDUQLQJV�DUH�EHWZHHQ�RQH��DQG�WZR�WKLUGV�RI�86

OHYHOV��-RQHV��������

%XW�GRHV�WKLV�FRUUHVSRQG�WR�D�ZRUVHQLQJ�RI� LQWHU�FRXQWU\� LQFRPH�GLVWULEXWLRQ"�2Q�WKH�RQH�KDQG�� LW� LV

DUJXHG� WKDW� WKH� UDSLG� JURZWK� RI�&KLQD� DQG� ,QGLD� LQ� UHFHQW� \HDUV� KDV� OHG� WR� D� QDUURZLQJ� RI� LQWHU�FRXQWU\

LQFRPH�GLIIHUHQWLDOV�� WKDW� LV�� WR� DQ� LPSURYHPHQW� LQ� LQWHU�FRXQWU\� LQFRPH�GLVWULEXWLRQ� �:ROI�� �������7KLV� LV

EHFDXVH�WKHVH�WZR�FRXQWULHV�ZKLFK�KDYH�VHHQ�D�VLJQLILFDQW�ULVH�LQ�DYHUDJH�SHU�FDSLWD�LQFRPHV��DFFRXQW�IRU�D

                                                
� 7KHVH�DUH�ZLGHO\�FKURQLFOHG�HYHQWV��%XW�VHH�%DOGZLQ�DQG�0DUWLQ��������IRU�D�UHFHQW�UHYLHZ�RI�WKLV�HYLGHQFH�DQG�D

KHOSIXO�FRPSDULVRQ�ZLWK�OHYHOV�RI�LQWHJUDWLRQ�GXULQJ�WKH�ODWH�QLQHWHHQWK�FHQWXU\�



�

YHU\� ODUJH�VKDUH�RI�JOREDO�SRSXODWLRQ��7KHUHIRUH��FRPSDULQJ� LQFRPH�GLIIHUHQWLDOV�EHWZHHQ�FRXQWULHV�RQ� WKH

EDVLV�RI�SRSXODWLRQ�ZHLJKWHG�DYHUDJH�LQFRPHV�SURGXFHV�DQ�HTXDOLVLQJ�WUHQG��

%XW�� JOREDO� LQFRPH� LQHTXDOLW\� FDQ� DOVR� EH�PHDVXUHG� LQ� UHODWLRQ� WR� LQGLYLGXDO� LQFRPHV�� UDWKHU� WKDQ� WR

LQWHU�FRXQWU\�DYHUDJH�LQFRPHV��$V�(KUHQSUHLV�SRLQWV�RXW��(KUHQSUHLV���������HYHQ�LI�WKH�HVWLPDWLRQV�XVHG�E\

:ROI�ZLWK�UHJDUG�WR�WKH�LQWHU�FRXQWU\�GLVWULEXWLRQ�RI�LQFRPH�DUH�FRUUHFW��ZKLFK��DV�ZH�KDYH�VHHQ�LQ�IRRWQRWH

��� LV�GLVSXWHG��WKH�IODZ� LQ�:ROI·V�DUJXPHQW� LV� WKDW� LW�GRHV�QRW� WDNH�DFFRXQW�RI�ZRUVHQLQJ� LQHTXDOLW\�ZLWKLQ

&KLQD��VHH�EHORZ���7KDW�LV��DOWKRXJK�DYHUDJH�LQFRPH�LQ�&KLQD�PD\�KDYH�ULVHQ��ZRUVHQLQJ�LQFRPH�LQHTXDOLW\

PHDQV� WKDW�YHU\� ODUJH�QXPEHUV�RI� WKH�&KLQHVH�SRSXODWLRQ�KDYH�HLWKHU�EHHQ� H[FOXGHG� IURP� WKH� JDLQV� IURP

JURZWK��RU�PD\�HYHQ�EH�ZRUVH�RII��,I�WKLV�LV�IDFWRUHG�LQWR�WKH�DQDO\VLV��WKHQ�WKH�VKDUH�RI�JOREDO�LQFRPH�JRLQJ

WR�LQGLYLGXDOV�KDV�LQGHHG�EHFRPH�PRUH�XQHTXDO�GXULQJ�WKH�SDVW�WZR�GHFDGHV�

7KH�JURZWK�RI�JOREDO�LQHTXDOLW\�KDV�EHHQ�PLUURUHG�E\�WKH�JURZWK�RI�LQHTXDOLW\�ZLWKLQ�FRXQWULHV��ERWK�LQ

WKH�KLJK��DQG�ORZ�LQFRPH�ZRUOGV�

• ,Q�KLJK�LQFRPH�HFRQRPLHV�LQ�JHQHUDO��LQFRPH�GLVWULEXWLRQ�KDV�WHQGHG�WR�EHFRPH�PRUH�XQHTXDO��6WUHHWHQ�

�������SDUWLFXODUO\�LQ�WKH�$QJOR�6D[RQ�HFRQRPLHV��'XQIRUG�������

• ,Q�WKH�FRQWH[W�RI�D�YHU\�UDSLG�SDFH�RI�HFRQRPLF�JURZWK�DQG�LQWHJUDWLRQ�LQWR�WKH�JOREDO�HFRQRP\�²�WKH

H[SRUW�*'3�UDWLR�URVH�IURP������SHU�FHQW�LQ������WR������SHU�FHQW�LQ������²�&KLQD�H[SHULHQFHG�D�VKDUS

ULVH� LQ� LQHTXDOLW\�� 7KLV�ZDV� EHWZHHQ� XUEDQ� DQG� UXUDO� DUHDV�� FRDVWDO� DQG� LQWHULRU� SURYLQFHV�� DQG�ZLWKLQ

XUEDQ�DQG�UXUDO�DUHDV��.KDQ�������

• ,Q�&KLOH��RIWHQ� WKRXJKW� WR�EH� WKH�SDUDGLJPDWLF�JDLQHU� IURP�JOREDOLVDWLRQ�� WKH�JLQL�FRHIILFLHQW� LQFUHDVHG

IURP������LQ������WR������LQ�������5RGULN�������

• ,QHTXDOLW\�EHWZHHQ�VNLOOHG�DQG�XQVNLOOHG�ZDJH�HDUQHUV�KDV�WHQGHG�WR�LQFUHDVH��LQ�WKH�LQGXVWULDOO\�DGYDQFHG

FRXQWULHV��:RRG�������DQG�������DQG�LQ�/DWLQ�$PHULFD�RYHU�WKH�SDVW�GHFDGH��:RRG�������

• ,QHTXDOLW\�KDV�JURZQ�PDUNHGO\�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV��+XPDQ�'HYHORSPHQW�5HSRUW�������

• $EVROXWH� OHYHOV� RI� SRYHUW\� KDYH� VKRZQ� OLWWOH� VLJQ� RI� UHGXFLQJ�� $FFRUGLQJ� WR� WKH� :RUOG� %DQN�� WKH

QXPEHUV�RI�SHRSOH�OLYLQJ�EHORZ�WKH�HTXLYDOHQW�RI����GD\��LQ������SXUFKDVLQJ�SRZHU�SDULW\�ILJXUHV��ZLOO

KDYH� JURZQ� IURP� ���EQ� WR� ���EQ� ���� SHU� FHQW� RI� JOREDO� SRSXODWLRQ�� EHWZHHQ� ����� DQG� ����� �:RUOG

%DQN���������(YHQ�LQ�&KLQD��ZKLFK�JUHZ�UDSLGO\�ZLWK�LWV�LQFUHDVLQJ�SDUWLFLSDWLRQ�LQ�JOREDO�PDUNHWV��WKHUH

LV�HYLGHQFH�WKDW�WKH�QXPEHUV�LQ�SRYHUW\�DW�EHVW�VWDELOLVHG��DQG�PD\�HYHQ�KDYH�LQFUHDVHG��

2QH�SRVVLEOH�H[SODQDWLRQ�IRU�WKHVH�ULVLQJ�OHYHOV�RI�LQHTXDOLW\�LV�WKDW�JOREDOLVDWLRQ�KDV�E\�SDVVHG�PXFK�RI�WKH

ZRUOG·V�SRSXODWLRQ��SDUWLFXODUO\�WKRVH� OLYLQJ� LQ�SRRU�FRXQWULHV��3HUKDSV��EXW� LW� LV�HYLGHQW�IURP�7DEOH���WKDW

PRUH�DQG�PRUH�HFRQRPLF�DFWLYLW\�LQ�YLUWXDOO\�DOO�FRXQWULHV�LV�DIIHFWHG�E\�WKH�JOREDO�LQWHUFKDQJH�RI�JRRGV�DQG

VHUYLFHV� �OHW� DORQH� RWKHU� FRPSRQHQWV� RI� JOREDOLVDWLRQ��� 0RUHRYHU�� PDQ\� RI� WKRVH� FRXQWULHV� ZKLFK� KDYH

                                                
� +RZHYHU��:ROI·V�FRQFOXVLRQV�KDYH�EHHQ�TXHVWLRQHG�DV�UHVXOWLQJ�IURP�D�VPDOO�VDPSOH�RI�FRXQWULHV��DQG�/XQGEHUJ

DQG�0LODQRYLF� FLWH� VWXGLHV� XVLQJ� ODUJHU� VDPSOHV�ZKLFK� HVWLPDWH� WKDW� LQWHU�FRXQWU\� LQFRPH� LQHTXDOLW\� KDV� LQGHHG
LQFUHDVHG��/XQGEHUJ�DQG�0LODQRYLF�������

� ¶«XQWLO�DERXW�������&KLQD�DFKLHYHG�D�UHPDUNDEOH�UHGXFWLRQ�LQ�WKH�LQFLGHQFH�RI�SRYHUW\��>%XW@�>D@IWHU�WKH�PLG�����V
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VXIIHUHG�IURP�GHFOLQLQJ� LQFRPH�VKDUHV�KDYH�H[SHULHQFHG�JURZLQJ�WUDGH�*'3�UDWLRV��)RU�H[DPSOH��6DKDUDQ

$IULFD·V� WUDGH�*'3� UDWLR� URVH� IURP���� WR� ����� SHU� FHQW� EHWZHHQ� ����� DQG� ������ 6R�� WKH� H[SODQDWLRQ� IRU

LQFUHDVHG�LQHTXDOLW\�ZLOO�KDYH�WR�DOVR�H[SODLQ�KRZ�LW�LV�WKDW�FRXQWULHV�DQG�UHJLRQV�FDQ�JURZ�WKHLU�SDUWLFLSDWLRQ

LQ�JOREDO�H[FKDQJH�DQG�DW� WKH�VDPH� WLPH�VHH�D�GHFOLQH� LQ� WKHLU� UHODWLYH� LQFRPH�VKDUHV� �DQG�DOVR�VRPHWLPHV

HYHQ�LQ�WKHLU�DEVROXWH�VWDQGDUGV�RI�OLYLQJ���)RU�WKLV�UHDVRQ��WKH�IRFXV�RI�DWWHQWLRQ�PXVW�DOVR�OLH�ZLWK�WKH�PRGH

LQ�ZKLFK�ILUPV��FRXQWULHV�DQG�UHJLRQV�SDUWLFLSDWH�LQ�WKH�SURFHVV�RI�JOREDO�SURGXFWLRQ�DQG�H[FKDQJH�

$Q� H[SODQDWLRQ� IRU� WKHVH� GHFOLQLQJ� FRXQWU\� VKDUHV� LQ� JOREDO� LQFRPH� LQ� WKH� FRQWH[W� RI� JURZLQJ

SDUWLFLSDWLRQ� LQ� JOREDO�PDUNHWV� FDQ� EH� IRXQG� LQ� WKH� FRQFHQWUDWLRQ� RI� GHYHORSLQJ� FRXQWULHV� LQ� FRPPRGLW\

VHFWRUV��7KHVH� KDYH� H[SHULHQFHG� GHFOLQLQJ� WHUPV�RI� WUDGH� RYHU� D� VXVWDLQHG� SHULRG� �6LQJHU�� ������ 3UHELVFK�

�������7KLV� LV� LQGHHG� D�SUREOHP�VWLOO� HQFRXQWHUHG� LQ�PDQ\� GHYHORSLQJ� FRXQWULHV�� SDUWLFXODUO\� LQ� 66$��$V� D

FRQVHTXHQFH�� LW�KDV� ORQJ�EHHQ�KHOG�WKDW�VWUXFWXUDO�FKDQJH�VKRXOG�DLP�ZKHUHYHU�SRVVLEOH� WR�HQFRPSDVV� WKH

WUDQVLWLRQ� IURP� WKH� JURZLQJ� DQG� H[WUDFWLRQ� RI� SULPDU\� FRPPRGLWLHV� WR� WKH� PDQXIDFWXUH� RI� LQGXVWULDO

SURGXFWV��%XW��KHUH��VLQFH�WKH�PLG�����V�ZH�KDYH�VHHQ�DQ�HPHUJLQJ�WUHQG�IRU�WKH�WHUPV�RI�WUDGH�RI�D�UDQJH�RI

PDQXIDFWXUHG�FRPPRGLWLHV�²�SDUWLFXODUO\�WKRVH�SURGXFHG�E\�GHYHORSLQJ�FRXQWULHV�²�WR�GHFOLQH��)LJXUH������,W

LV�VLJQLILFDQW�WKDW�WKLV�GHFOLQH� LQ�WKH�WHUPV�RI�WUDGH�RI�GHYHORSLQJ�FRXQWU\�PDQXIDFWXULQJ�H[SRUWV�FRLQFLGHV

ZLWK�&KLQD·V�HQWU\�LQWR�JOREDO�PDUNHWV��

Figure 1: Price of LDC manufactured exports relative to IAC manufactured exports of machinery,
transport equipment and services

6RXUFH��:RRG������

                                                
� 7KH�IDOOLQJ�PDQXIDFWXULQJ�WHUPV�RI�WUDGH�RI�GHYHORSLQJ�FRXQWULHV�ZHUH�K\SRWKHVLVHG� LQ� WKH�HDUO\�����V�E\�+DQV

6LQJHU��6LQJHU���������:RRG·V�FDOFXODWLRQ�RI�IDOOLQJ�WHUPV�RI�WUDGH� LQ�PDQXIDFWXUHG�H[SRUWV� LV�FRUURERUDWHG�E\�D
UHFHQW�VWXG\�RI�WKH�EDUWHU�WHUPV�RI�WUDGH�LQ�PDQXIDFWXUHV�EHWZHHQ�GHYHORSLQJ�FRXQWULHV�DQG�WKH�(XURSHDQ�8QLRQ�
ZKLFK�HVWLPDWHV�DQ�DQQXDO�UDWH�RI�GHSUHFLDWLRQ�RI�����SHU�FHQW�EHWZHHQ������DQG�������0DL]HOV��HW��DO����������,Q�D
IXUWKHU�VWXG\�IRFXVLQJ�RQ� WKH� WHUPV�RI� WUDGH� LQ�PDQXIDFWXUHV�EHWZHHQ� WKH�86�DQG�GHYHORSLQJ�FRXQWULHV� IRU� WKH
SHULRG�����²������0DL]HOV��HW��DO���������FRQFOXGH�WKDW�¶>R@YHU�WKH�ZKROH�SHULRG��WKH�UHODWLYH�WHUPV�RI�WUDGH�WUHQG
RI�GHYHORSLQJ�FRXQWULHV��FRPSDUHG�ZLWK� WKDW�RI�GHYHORSHG�FRXQWULHV��KDV�VLJQLILFDQWO\�ZRUVHQHG� �0DL]HOV�� HW�� DO��
����������� ,W� LV� VLJQLILFDQW� WKDW� ERWK� WKHVH� UHFHQW� VWXGLHV�E\�0DL]HOV� HW�� DO��'R�QRW� UHIOHFW� WKH� IDOO� LQ� GHYHORSLQJ
FRXQWU\�PDQXIDFWXUHG�H[SRUW�SULFHV�ZKLFK�IROORZHG�WKH�(DVW�$VLDQ�FULVLV�RI�����²��

� )RU�GDWD�RQ�&KLQD·V�UDSLGO\�JURZLQJ�VKDUH�RI�JOREDO�PDUNHWV�LQ�ODERXU�LQWHQVLYH�SURGXFWV��VHH�.DSOLQVN\��������
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7KH�SUREOHP�RI�IDOOLQJ�UHWXUQV�QRW�RQO\�FRQIURQWV�HFRQRPLHV��EXW�DOVR�LQGLYLGXDO�ILUPV��:KHQ�ILUPV�FRQILQH

WKHLU� FRPSHWHQFHV� WR� WKH� VLPSOH� DVVHPEO\� RI� LPSRUWHG� PDWHULDOV�� WKH\� EHFRPH� VXEMHFW� WR� LQFUHDVLQJ

FRPSHWLWLRQ�DQG�KHQFH� WR�IDOOLQJ� UHWXUQV��)RU�H[DPSOH�� LQ� WKH�'RPLQLFDQ�5HSXEOLF� LQ� WKH� HDUO\� ����V�� WKH

DVVHPEO\�RI�MHDQV�LQ�H[SRUW�SURFHVVLQJ�]RQHV�RFFXUUHG�LQ�WKH�FRQWH[W�RI�LQWHQVH�UHJLRQDO�FRPSHWLWLRQ��RIWHQ

VXUIDFLQJ�LQ�FRPSHWLWLYH�GHYDOXDWLRQV���UHVXOWLQJ�LQ�VXVWDLQHG�IDOOV�LQ�XQLW�SULFHV��7DEOH�����

Table 2: Increasing competition and declining unit prices: the case of jeans manufacturing in the
Dominican Republic

9ROXPH
�SHU�ZHHN�

8QLW�SULFH����

-DQXDU\����� ����� ����

2FWREHU����� ����� ����

'HFHPEHU����� ����� ����

)HEUXDU\����� $UUDQJHPHQW�WHUPLQDWHG�DQG�DVVHPEO\�WUDQVIHUUHG�WR�+RQGXUDV

7RWDO�LQYHVWPHQW�LQ�HTXLSPHQW�E\�'RPLQLFDQ�5HSXEOLF�ILUP�ZDV�86��������

6RXUFH��.DSOLQVN\��������

7KH� FRQVHTXHQFH� RI� WKH� IDLOXUH� RI� LQGLYLGXDO� ILUPV�� JURXSV� RI� ILUPV� DQG� QDWLRQDO� HFRQRPLHV� WR� LQVHUW

WKHPVHOYHV�DSSURSULDWHO\�LQWR�JOREDO�PDUNHWV�LV�WKDW�WKH�VSHFWUH�LV�UDLVHG�RI�¶LPPLVHULVLQJ�JURZWK·��7KLV�GHVFULEHV

D� VLWXDWLRQ� ZKHUH� WKHUH� LV� LQFUHDVLQJ� HFRQRPLF� DFWLYLW\� �PRUH� RXWSXW� DQG� PRUH� HPSOR\PHQW�� EXW� IDOOLQJ

HFRQRPLF�UHWXUQV��)RU�H[DPSOH��RYHU�WKH�SDVW�WZR�GHFDGHV�%UD]LOLDQ�VKRH�SURGXFHUV�KDYH�FRPPDQGHG�PRUH

WKDQ����SHU�FHQW�RI�JOREDO�OHDWKHU�VKRH�H[SRUWV��$W�WKH�VDPH�WLPH��EHWZHHQ������DQG������DYHUDJH�UHDO�ZDJHV

LQ�WKH�VHFWRU�ZHUH�VWDJQDQW��DQG�GXULQJ�WKH�IROORZLQJ�GHFDGH�WKH\�IHOO�E\�DSSUR[LPDWHO\����SHU�FHQW� LQ�UHDO

WHUPV� �6FKPLW]�� ������� ,Q� WKH� 'RPLQLFDQ� 5HSXEOLF�� UHDO� ZDJHV� �DV� PHDVXUHG� LQ� LQWHUQDWLRQDO� SXUFKDVLQJ

SRZHU�� IHOO� E\� ��� SHU� FHQW� GXULQJ� WKH� VHFRQG� KDOI� RI� WKH� ����V�� ODUJHO\� DV� D� FRQVHTXHQFH� RI� FRPSHWLWLYH

GHYDOXDWLRQV�LQ�WKH�UHJLRQ��.DSOLQVN\���������

,V� LW� SRVVLEOH� WR� GHWHUPLQH� WKRVH� IDFWRUV� ZKLFK� GULYH� WKH� GLVWULEXWLRQ� RI� WKH� JDLQV� IURP� JOREDO

SURGXFWLRQ� DQG� H[FKDQJH�� H[SODLQLQJ� ERWK� ZK\� VRPH� SDUWLHV� KDYH� JDLQHG� DQG� RWKHUV� KDYH� ORVW� IURP

JOREDOLVDWLRQ"�0RUHRYHU�� FDQ� ZH� WKHQ� XVH� WKLV� DQDO\VLV� WR� LGHQWLI\� SROLF\� OHYHUV� ²� UHOHYDQW� DW� WKH� OHYHO� RI

LQGLYLGXDOV��KRXVHKROGV��ILUPV��UHJLRQV�DQG�FRXQWULHV�²�ZKLFK�PD\� OHDG�WR�D�GLIIHUHQW��DQG�PRUH�IDYRXUDEOH

GLVWULEXWLRQDO�RXWFRPH"�7KH�REMHFWLYH�RI�WKLV�SDSHU�LV�WR�VKRZ�WKDW�YDOXH�FKDLQ�DQDO\VLV�KDV�DQ�LPSRUWDQW�UROH

WR�SOD\�LQ�PHHWLQJ�WKHVH�REMHFWLYHV�

                                                
� 7KH� DELOLW\� RI� 'RPLQLFDQ� 5HSXEOLF� ILUPV� WR� XSJUDGH� ZDV� FRQVWUDLQHG� E\� WKH� WHUPV� RI� WKH� &DULEEHDQ� 7UDGH

,QLWLDWLYH�ZKLFK�OLPLWHG�WKHLU�FDSDFLW\�WR�XWLOLVH�ORFDO�WH[WLOH�LQSXWV��.DSOLQVN\��������
� $Q�H[WHQGHG�GLVFXVVLRQ�RI�LPPLVHULVLQJ�JURZWK�QHHGV�WR�WDNH�DFFRXQW�RI�WKH�SXUFKDVLQJ�SRZHU�SDULW\�RI�LQFRPHV�

ZKHWKHU� IDOOLQJ�EDUWHU� WHUPV�RI� WUDGH� DUH� DVVRFLDWHG�ZLWK� IDOOLQJ� LQFRPH� WHUPV� RI� WUDGH�� DQG� RI� WKH� RSSRUWXQLW\
FRVWV� RI� H[SRUWLQJ� DFWLYLWLHV� LQ� WKH� FRQWH[W� RI� IDOOLQJ� EDUWHU� WHUPV� RI� WUDGH�� 6RPH� RI� WKHVH� LVVXHV� DUH� GLVFXVVHG
IXUWKHU�LQ�.DSOLQVN\�DQG�5HDGPDQ��������
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0DQ\� IDFWRUV� DVVRFLDWHG� ZLWK� JOREDOLVDWLRQ� ZLOO� DIIHFW� WKH� GLVWULEXWLRQ� RI� UHWXUQV�� )RU� H[DPSOH�� PDFUR

HFRQRPLF� GLVWXUEDQFHV� DVVRFLDWHG� ZLWK� FDSLWDO� PRELOLW\� �DQG� SDUWLFXODUO\� FDSLWDO� YRODWLOLW\�� FDQ� KDYH�PDMRU

FRQVHTXHQFHV�IRU�WKH�OLYLQJ�VWDQGDUGV�RI�PDQ\�PLOOLRQV�RI�SHRSOH��DV�ZDV�WKH�FDVH�IROORZLQJ�WKH�$VLDQ�FULVLV

RI� ����� �*ULIILWK�-RQHV� DQG� &DLOORX[�� ������� %XW�� DV� ZH� VKDOO� VHH� LQ� WKH� FDVH�VWXGLHV� LQ� 6HFWLRQ� �� EHORZ�

LQVRIDU�DV�GLVWULEXWLRQ�LV�DQ�RXWFRPH�RI� WKH�JOREDOLVDWLRQ�RI�SURGXFWLRQ�DQG�H[FKDQJH��YDOXH�FKDLQ�DQDO\VLV

SURYLGHV�D�YDOXDEOH�PHWKRGRORJLFDO�WRRO�IRU�H[SODLQLQJ�WKHVH�GHYHORSPHQWV�

���� �:KDW� LV�D�YDOXH�FKDLQ"

7KH�YDOXH�FKDLQ�GHVFULEHV�WKH�IXOO�UDQJH�RI�DFWLYLWLHV�ZKLFK�DUH�UHTXLUHG�WR�EULQJ�D�SURGXFW�RU�VHUYLFH�IURP

FRQFHSWLRQ�� WKURXJK� WKH� LQWHUPHGLDU\� SKDVHV� RI� SURGXFWLRQ� �LQYROYLQJ� D� FRPELQDWLRQ� RI� SK\VLFDO

WUDQVIRUPDWLRQ�DQG�WKH� LQSXW�RI�YDULRXV�SURGXFHU� VHUYLFHV���GHOLYHU\� WR� ILQDO� FRQVXPHUV�� DQG� ILQDO� GLVSRVDO

DIWHU�XVH��&RQVLGHUHG� LQ� LWV�PRVW�HOHPHQWDU\� IRUP�� LW� WDNHV� WKH�VKDSH�DV�GHVFULEHG� LQ�)LJXUH���� DOWKRXJK� LQ

UHDOLW\�YDOXH�FKDLQV�DUH�FRQVLGHUDEO\�PRUH�H[WHQGHG�WKDQ�WKLV��$V�FDQ�EH�VHHQ�IURP�WKLV��SURGXFWLRQ�SHU�VH�LV

RQO\�RQH�RI�D�QXPEHU�RI�YDOXH�DGGHG�OLQNV��0RUHRYHU��WKHUH�DUH�D�UDQJH�RI�DFWLYLWLHV�ZLWKLQ�HDFK�OLQN�RI�WKH

FKDLQ��RQO\�WKRVH�IRU�SURGXFWLRQ�DUH�GHWDLOHG�LQ�WKH�)LJXUH��

Figure 2: A simple value chain

7KH� FRQFHSW� RI� WKH� YDOXH� FKDLQ� ZDV� XVHG� LQ� WKH� ����V� DQG� WKH� ����V� E\� DQDO\VWV� FKDUWLQJ� D� SDWK� RI

GHYHORSPHQW�IRU�PLQHUDO�H[SRUWLQJ�HFRQRPLHV��*LUYDQ��������,W�ZDV�DOVR�DGRSWHG�LQ�UHFHQW�)UHQFK�SODQQLQJ

OLWHUDWXUH�LQ�WKH�IRUP�RI�WKH�ILOLqUH���%XW�GXULQJ�WKH�����V��YDOXH�FKDLQ�DQDO\VLV�KDV�EHFRPH�ZLGHO\�XVHG��2QH

SULPDU\�VRXUFHV�RI�WKH�UHFHQW�SURPLQHQFH�RI�WKH�YDOXH�FKDLQ�DV�DQ�DQDO\WLFDO�VWUXFWXUH�WRRO�DULVHV�IURP�WKH

ZRUN�RI�0LFKDHO�3RUWHU�ZKR� LGHQWLILHV� WZR�NH\�FRQVWUXFWV� WKDW�DUH�QHFHVVDU\�IRU�WKH�XSJUDGLQJ�RI�QDWLRQDO

FDSDELOLWLHV��3RUWHU��������������DQG��������7KH�ILUVW� LV� VRPHZKDW�FRQIXVLQJO\�UHIHUUHG� WR�DV� WKH�YDOXH� FKDLQ�

GLVWLQJXLVKLQJ� GLIIHUHQW� VWDJHV� RI� WKH� SURFHVV� RI� VXSSO\� �LQERXQG� ORJLVWLFV�� RSHUDWLRQV�� RXWERXQG� ORJLVWLFV�

PDUNHWLQJ�DQG�VDOHV��DQG�DIWHU�VDOHV�VHUYLFH��DQG� WKH�VXSSRUW�VHUYLFHV�WKH� ILUP�PDUVKDOV� WR�DFFRPSOLVK� WKLV

WDVN� �VWUDWHJLF� SODQQLQJ�� KXPDQ� UHVRXUFH� PDQDJHPHQW�� WHFKQRORJ\� GHYHORSPHQW� DQG� SURFXUHPHQW��� �7KLV

FRUUHVSRQGV�ZLWK�GLIIHUHQW�FRPSRQHQWV�RI�WKH�SURGXFWLRQ�OLQN� LQ�WKH�YDOXH�FKDLQ�VNHWFKHG�RXW� LQ�)LJXUH��

DERYH���7KH� LPSRUWDQFH�RI� WKH� YDOXH� FKDLQ� LQ� WKLV� VHQVH� LV� WKDW� LW�GUDZV� DWWHQWLRQ� DZD\� IURP�DQ� H[FOXVLYH
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IRFXV� RQ� SK\VLFDO� WUDQVIRUPDWLRQ� ZLWKLQ� WKH� ILUP� WR� LQFOXGH� WKH� VXSSRUW� VHUYLFHV� UHTXLUHG� WR� VXVWDLQ

SURGXFWLRQ��3RUWHU�FRPSOHPHQWV�KLV�FRQFHSW�RI�WKH�YDOXH�FKDLQ�ZLWK�WKH�FRQFHSW�RI�WKH�YDOXH�V\VWHP��7KH�YDOXH

V\VWHP� EDVLFDOO\� H[WHQGV� WKH� LGHD� RI� WKH� YDOXH� FKDLQ� WR� LQWHU�LQGXVWU\� OLQNDJHV�� DQG� WKHUH� LV� QR� HVVHQWLDO

GLIIHUHQFH�EHWZHHQ�WKH�WZR�FRQFHSWV��EDU�WKHLU�VFRSH��,W�LV�DOVR�FOHDU�WKDW�LQ�HVVHQFH��WKH�YDOXH�V\VWHP�LV�QRW

WKDW�GLIIHUHQW�IURP�WKH�FRQFHSW�RI�WKH�ILOLqUH�GLVFXVVHG�DERYH��QRU�IURP�WKH�XVH�RI�WKH�SKUDVH�¶YDOXH�VWUHDP·�VHW

RXW�LQ�DQ�LQIOXHQWLDO�ERRN�E\�:RPDFN�DQG�-RQHV��:RPDFN�DQG�-RQHV���������$�VHFRQG�SULPDU\�VRXUFH�RI�WKH

UHFHQW� SURPLQHQFH� RI� WKH� FRQFHSW� RI� WKH� YDOXH� FKDLQ� DULVHV� IURP� WKH�ZRUN� RI�*HUHIIL�� EXLOGLQJ� RQ�ZRUOG

V\VWHP�DQDO\VLV��:H�VKDOO�FRQVLGHU�WKLV�OLWHUDWXUH�LQ�PRUH�GHWDLO�EHORZ�

&RQVLGHUHG�LQ�WKLV�ZD\��WKH�YDOXH�FKDLQ�LV�PHUHO\�D�GHVFULSWLYH�FRQVWUXFW��DW�PRVW�SURYLGLQJ�D�KHXULVWLF

IUDPHZRUN� IRU� WKH� JHQHUDWLRQ�RI�GDWD��+RZHYHU�� UHFHQW�GHYHORSPHQWV�RI� WKH� YDOXH� FKDLQ� IUDPHZRUN�KDYH

EHJXQ�WR�SURYLGH�DQ�DQDO\WLFDO�VWUXFWXUH�ZKLFK��DV�ZH�VKDOO�VHH�EHORZ��SURYLGHV� LPSRUWDQW� LQVLJKWV� LQWR�RXU

WZLQ�FRQFHUQV�ZLWK�WKH�GHWHUPLQDQWV�RI�JOREDO�LQFRPH�GLVWULEXWLRQ�DQG�WKH�LGHQWLILFDWLRQ�RI�HIIHFWLYH�SROLF\

OHYHUV�WR�DPHOLRUDWH�WUHQGV�WRZDUGV�XQHTXDOLVDWLRQ����7KHUH�DUH�WKUHH�LPSRUWDQW�FRPSRQHQWV�RI�YDOXH�FKDLQV

ZKLFK�QHHG�WR�EH�UHFRJQLVHG�DQG�ZKLFK�WUDQVIRUP�DQ�KHXULVWLF�GHYLFH�LQWR�DQ�DQDO\WLFDO�WRRO�

• 9DOXH�FKDLQV�DUH�UHSRVLWRULHV�IRU�UHQW��DQG�WKHVH�UHQWV�DUH�G\QDPLF

• (IIHFWLYHO\�IXQFWLRQLQJ�YDOXH�FKDLQV�LQYROYH�VRPH�GHJUHH�RI�¶JRYHUQDQFH·

• (IIHFWLYH�YDOXH�FKDLQV�DULVH�IURP�V\VWHPLF���DV�RSSRVHG�WR�SRLQW�HIILFLHQF\�

�����7KUHH�NH\�HOHPHQWV�RI�YDOXH�FKDLQ�DQDO\VLV

%DUULHUV�WR�HQWU\�DQG�UHQW ��

7KH�WKHRU\�RI�HFRQRPLF�UHQW�ZDV� ILUVW� IRUPXODWHG�E\�5LFDUGR��ZKR�GLVWLQJXLVKHG�EHWZHHQ�UHQW� DV� D� IDFWRU

LQFRPH�²�¶>L@Q�SRSXODU�ODQJXDJH��WKH�WHUP�LV�DSSOLHG�WR�ZKDWHYHU�LV�DQQXDOO\�SDLG�E\�D�IDUPHU�WR�KLV�ODQGORUG·

²�DQG�HFRQRPLF�UHQW�²�¶5HQW�LV�WKDW�SRUWLRQ�RI�WKH�SURGXFH�RI�WKH�HDUWK�ZKLFK�LV�SDLG�WR�WKH�ODQGORUG�IRU�WKH

XVH�RI�WKH�RULJLQDO�DQG�LQGHVWUXFWLEOH�SRZHUV�RI�WKH�VRLO·��5LFDUGR������������+HUH�5LFDUGR�ZDV�KLJKOLJKWLQJ

WKH�VLJQLILFDQW�UROH�SOD\HG�E\�VFDUFLW\��VLQFH�HFRQRPLF�UHQW�GRHV�QRW�DULVH�IURP�WKH�GLIIHUHQWLDO�IHUWLOLW\�RI�ODQG

LWVHOI��ZKLFK�ZDV�FHQWUDO�WR�5LFDUGR·V�DQDO\VLV���EXW�IURP�XQHTXDO�DFFHVV�WR�WKLV�UHVRXUFH�

                                                                                                                                                            
� /LWHUDOO\��WKH�ZRUG�ILOLqUH�PHDQV�¶WKUHDG·��DQG�ZDV�XVHG�LQ�WKH�ODWH�����V�DQG�HDUO\�����V�WR�GHVFULEH�WKH�SHUFHLYHG

QHHG�IRU�)UHQFK�LQGXVWULDO�FDSDELOLW\�WR�VSDQ�WKH�FRPSOHWH�WKUHDG�RI�D�YDOXH�FKDLQ�
�� 8QIRUWXQDWHO\�� WKH�SKUDVH� ¶YDOXH�FKDLQ·�FRYHUV�ERWK� WKH�KHXULVWLF�DQG�DQDO\WLFDO� FDWHJRULHV��7KLV�KDV� OHG� VRPH� WR

VHDUFK�IRU�D�GLIIHUHQW�QRPHQFODWXUH��)RU�H[DPSOH��*HUHIIL�KDV�FRLQHG�WKH�SKUDVH�¶JOREDO�FRPPRGLW\�FKDLQ��*&&�·
�*HUHIIL���������DQG�LQ�D�UHFHQW�FRQWULEXWLRQ�DUJXHV�WKDW�WKH�*&&�LV�GLVWLQFW�LQ�WKDW�LW�LQFRUSRUDWHV�DQ�LQWHUQDWLRQDO
GLPHQVLRQ��WKDW� LW�IRFXVHV�RQ�SRZHU�RI� OHDG�ILUPV�DQG� WKH�FRRUGLQDWLRQ�RI�JOREDO�DFWLYLWLHV��DQG� WKDW� LW�H[SOLFLWO\
UHFRJQLVHV� WKH� LPSRUWDQFH� RI� RUJDQLVDWLRQDO� OHDUQLQJ� �*HUHIIL�� ����E��� 7KHVH� DUH� SUR[LPDWH� WR� WKH� WKUHH
FKDUDFWHULVWLFV�ZKLFK�ZH�DGGUHVV�LQ�WKLV�SDSHU��%XW��DOWKRXJK�UHSUHVHQWLQJ�D�PDMRU�FRQWULEXWLRQ�WR�RXU�WKLQNLQJ�RQ
JOREDO� SURGXFWLRQ� QHWZRUNV�� *HUHIIL·V� SKUDVH� ¶JOREDO� FRPPRGLW\� FKDLQ·� VXIIHUV� EHFDXVH� WKH� ZRUG� ¶FRPPRGLW\·
LPSOLHV�WKH�SURGXFWLRQ�RI�XQGLIIHUHQWLDWHG�SURGXFWV�LQ�SURFHVVHV�ZLWK�ORZ�EDUULHUV�WR�HQWU\��7KH�SUREOHP�ZLWK�WKLV�
DV�ZH�VKDOO�VHH�EHORZ��LV�WKDW�WKH�VHDUFK�IRU�VXVWDLQDEOH�LQFRPH�JURZWK�UHTXLUHV�SURGXFHUV�WR�SRVLWLRQ�WKHPVHOYHV
SUHFLVHO\� LQ� QRQ�FRPPRGLW\�� KLJK� EDUULHUV� WR� HQWU\� DFWLYLWLHV� LQ� WKH� YDOXH� FKDLQ�� )RU� WKHVH� UHDVRQV�� DQG� LQ� WKH
DEVHQFH�RI�DQ�DJUHHG�SKUDVHRORJ\��ZH�ZLOO�FRQWLQXH�WR�XVH� WKH�ZRUGV� ¶YDOXH�FKDLQ·��EXW� WR�GR�VR� LQ�DQ�DQDO\WLFDO
FRQWH[W�

�� )RU�D�ORQJHU�GLVFXVVLRQ�RI�HFRQRPLF�UHQW�VHH�.DSOLQVN\��������
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%XW� DV� 6FKXPSHWHU� VKRZHG�� VFDUFLW\� FDQ� EH� FRQVWUXFWHG��7KDW� LV�� LW� FDQ� DULVH� IURP� SXUSRVLYH� DFWLRQV

UDWKHU�WKDQ�DV�D�FRQVHTXHQFH�RI�WKH�ERXQW\�RI�QDWXUH��)RU�6FKXPSHWHU��WKH�HQWUHSUHQHXU�SOD\HG�D�XQLTXH�UROH

LQ�¶WKH�FDUU\LQJ�RXW�RI�QHZ�FRPELQDWLRQV·��6FKXPSHWHU�������������(QWUHSUHQHXULDO�VXUSOXV� LV� WKH�UHWXUQ�WR

WKH�LQQRYDWLRQ�RI�D�¶QHZ�FRPELQDWLRQ·�DQG�DULVHV�ZKHQ�WKH�SULFH�RI�WKH�SURGXFW�IROORZLQJ�WKH�LQWURGXFWLRQ�RI

WKH�¶QHZ�FRPELQDWLRQ·�SURYLGHV�JUHDWHU�UHWXUQV�WKDQ�DUH�UHTXLUHG�WR�PHHW�WKH�FRVW�RI�WKH�LQQRYDWLRQ��7KHVH

UHWXUQV� WR� LQQRYDWLRQ� DUH� D� IRUP� RI� VXSHU�SURILW� DQG� DFW� DV� DQ� LQGXFHPHQW� WR� UHSOLFDWLRQ� E\� RWKHU

HQWUHSUHQHXUV�

)LJXUH���VKRZV�WKH�SURFHVV�DW�ZRUN��,Q�HDFK�LQGXVWU\�WKH�HTXLOLEULXP�LV�GHILQHG�E\�WKH�¶DYHUDJH·�UDWH�RI

SURILW��)ROORZLQJ�WKH�LQWURGXFWLRQ�RI�D�¶QHZ�FRPELQDWLRQ·�WKH�HQWUHSUHQHXU�UHDSV�D�¶VXUSOXV·�²�ZKDW�ZH�PLJKW

WHUP�D�SURGXFHU�UHQW��7KHQ�DV�WKH�QHZ�FRPELQDWLRQ�LV�FRSLHG�²�D�SURFHVV�RI�GLIIXVLRQ�²�WKH�SURGXFHU�UHQW�LV

ZKLWWOHG�DZD\��SULFHV�IDOO��DQG�WKH�LQQRYDWLRQ�DFFUXHV�LQ�WKH�IRUP�RI�FRQVXPHU�VXUSOXV��%XW�DOO�WKLV�GRHV�LV�WR

UHQHZ�WKH�VHDUFK�IRU�D�¶QHZ�FRPELQDWLRQ·��HLWKHU�E\�WKH�VDPH�HQWUHSUHQHXU�RU�DQRWKHU�HQWUHSUHQHXU�� LQ�WKH

FRQWLQXDO�VHDUFK�IRU�HQWUHSUHQHXULDO�VXUSOXV�

Figure 3: The generation and dissipation of entrepreneurial surplus
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• (FRQRPLF�UHQW�PD\�DULVH�QRW�MXVW�IURP�QDWXUDO�ERXQW\��EXW�DOVR�DV�SURGXFHU�VXUSOXVHV�WKDW�DUH�FUHDWHG�E\

SXUSRVLYH� DFWLRQ���� 7KHVH� DXJPHQWHG� UHQWV� KDYH� EHFRPH� LQFUHDVLQJO\� LPSRUWDQW� VLQFH� WKH� ULVH� RI

                                                
�� $OWKRXJK�PRQRSRO\�UHQW��DV�GHILQHG�E\�WKH�UHQW�VHHNLQJ�OLWHUDWXUH��DOVR�DULVHV�DV�D�UHVXOW�RI�SXUSRVLYH�DFWLRQ��LW�LV

XVHIXOO\�GLVWLQJXLVKHG�IURP�YDULRXV�IRUPV�RI�LQQRYDWLRQ�UHQWV�WKDW�UHIOHFW�WKH�VHDUFK�IRU�QHZ�FRPELQDWLRQV·�LQ�WKH
SXUVXLW�RI�HQWUHSUHQHXULDO�VXUSOXV�
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WHFKQRORJLFDO�LQWHQVLW\�LQ�WKH�PLG�QLQHWHHQWK�FHQWXU\��)UHHPDQ��������DQG�WKH�JURZWK�RI�GLIIHUHQWLDWHG

SURGXFWV�DIWHU�WKH�����V��3LRUH�DQG�6DEHO��������

• 0RVW�HFRQRPLF�UHQW� LV�G\QDPLF� LQ�QDWXUH�� HURGHG�E\� WKH� IRUFHV�RI� FRPSHWLWLRQ��3URGXFHU�UHQW� LV� WKHQ

WUDQVIHUUHG�LQWR�FRQVXPHU�VXUSOXV�E\�WKH�SURFHVV�RI�FRPSHWLWLRQ

• 7KH�SURFHVV�RI�FRPSHWLWLRQ�²� WKH�VHDUFK� IRU� ¶QHZ�FRPELQDWLRQV·� WR�DOORZ�HQWUHSUHQHXUV� WR�HVFDSH� WKH

W\UDQQ\� RI� WKH� QRUPDO� UDWH� RI� SURILW�� DQG� WKH� VXEVHTXHQW� ELGGLQJ� DZD\� RI� WKLV� HFRQRPLF� UHQW� E\

FRPSHWLWRUV�²�IXHOV�WKH�LQQRYDWLRQ�SURFHVV�ZKLFK�GULYHV�FDSLWDOLVP�IRUZDUG�

$V�PRUH�DQG�PRUH�FRXQWULHV�KDYH�GHYHORSHG�WKHLU�FDSDELOLWLHV�LQ�LQGXVWULDO�DFWLYLWLHV��VR�EDUULHUV�WR�HQWU\� LQ

SURGXFWLRQ� KDYH� IDOOHQ� DQG� WKH� FRPSHWLWLYH� SUHVVXUHV� KDYH� KHLJKWHQHG� �)LJXUH� ���� 7KLV� KDV� EHFRPH

SDUWLFXODUO\�DSSDUHQW�VLQFH�&KLQD��ZLWK�LWV�DEXQGDQW�VXSSOLHV�RI�HGXFDWHG�ODERXU��HQWHUHG�WKH�ZRUOG�PDUNHW�LQ

WKH�PLG�����V���� ,W� LV� WKLV�� WRR�� ZKLFK� XQGHUOLHV� WKH� IDOOLQJ� WHUPV� RI� WUDGH� LQ�PDQXIDFWXUHV� RI� GHYHORSLQJ

FRXQWULHV��VHH�DERYH���&RQVHTXHQWO\��WKH�SULPDU\�HFRQRPLF�UHQWV�LQ�WKH�FKDLQ�RI�SURGXFWLRQ�DUH�LQFUHDVLQJO\

WR�EH�IRXQG�LQ�DUHDV�RXWVLGH�RI�SURGXFWLRQ��:H�VKDOO�GLVFXVV�WKLV�LQ�PRUH�GHWDLO�LQ�6HFWLRQ���EHORZ�

Figure 4. Competitive Pressures in the Value Chain
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ZKR�WDNH�UHVSRQVLELOLW\�IRU�WKH�LQWHU�ILUP�GLYLVLRQ�RI�ODERXU��DQG�IRU�WKH�FDSDFLWLHV�RI�SDUWLFXODU�SDUWLFLSDQWV

WR�XSJUDGH�WKHLU�DFWLYLWLHV�

                                                
�� 7KH�VKDUH�RI�PDQXIDFWXULQJ�H[SRUWV�URVH�IURP������LQ������WR������SHU�FHQW�LQ�������.KDQ��������
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:K\�LV�WKLV� LPSRUWDQW"�,W� LV�EHFDXVH�RI�WKH�QDWXUH�UDWKHU�WKDQ�WKH�H[WHQW�RI� WUDGH� LQ� WKH�UHFHQW�HUD�RI

JOREDOLVDWLRQ��)RU�PDQ\�FRXQWULHV�WKH�WUDGH�*'3�VKDUHV�LQ�WKH�ODWH���WK�HDUO\���WK�FHQWXU\�DQG�WKH�ODWH���WK

FHQWXU\�ZHUH�QRW�GLVVLPLODU��7KH�NH\�GLIIHUHQFH� LV� WKDW� LQ� WKH� HDUOLHU�SHULRG� WKLV� WUDGH�ZDV� ODUJHO\� LQ� DUPV�

OHQJWK� UHODWLRQVKLSV�� ZLWK� ILQDO� SURGXFWV� EHLQJ� ODUJHO\� PDQXIDFWXUHG� LQ� D� SDUWLFXODU� FRXQWU\� DQG� WKHQ

H[SRUWHG��%\�FRQWUDVW�� LQ�WKH� ODWWHU�SHULRG��WUDGH�ZDV� LQFUHDVLQJO\� LQ�VXE�FRPSRQHQWV�DQG�VHUYLFHV�DQG�ZDV

FRQVHTXHQWO\� FRQVLGHUDEO\� PRUH� FRPSOH[� �)HHQVWUD�� ������ +XPPHOV�� ,VKLL� DQG� <L�� ������� �7KLV� FRQWUDVW

DOORZV�XV�WR�PDNH�WKH�XVHIXO�GLVWLQFWLRQ�EHWZHHQ�ZKDW�PLJKW�EH�FDOOHG� ¶LQWHUQDWLRQDOLVDWLRQ·� LQ� WKH� ODWH���WK

FHQWXU\�DQG�¶JOREDOLVDWLRQ·�LQ�WKH�ODWH���WK�FHQWXU\���7KH�LQWULFDF\�DQG�FRPSOH[LW\�RI�WUDGH�LQ�WKH�JOREDOLVDWLRQ

HUD�UHTXLUHV�VRSKLVWLFDWHG�IRUPV�RI�FRRUGLQDWLRQ��QRW�PHUHO\�ZLWK�UHVSHFW�WR�ORJLVWLFV��ZKR�VKLSV�ZKDW��ZKHUH

DQG�ZKHQ���EXW�DOVR�LQ�UHODWLRQ�WR�WKH�LQWHJUDWLRQ�RI�FRPSRQHQWV�LQWR�WKH�GHVLJQ�RI�WKH�ILQDO�SURGXFWV�DQG�WKH

TXDOLW\� VWDQGDUGV� ZLWK� ZKLFK� WKLV� LQWHJUDWLRQ� LV� DFKLHYHG�� ,W� LV� WKLV� UROH� RI� FRRUGLQDWLRQ�� DQG� WKH

FRPSOHPHQWDU\�UROH�RI� LGHQWLI\LQJ�G\QDPLF�UHQW�RSSRUWXQLWLHV�DQG�DSSRUWLRQLQJ�UROHV�WR�NH\�SOD\HUV�ZKLFK

UHIOHFWV�WKH�DFW�RI�JRYHUQDQFH�

7KLV� FRQFHSW� RI� JRYHUQDQFH� ²� DQG� WKH� GLVWLQFWLRQ� EHWZHHQ� GLIIHUHQW� W\SHV� RI� FKDLQV� ²� LV� D� PDMRU

FRQWULEXWLRQ�WR�RXU�XQGHUVWDQGLQJ�RI�WKH�ZRUNLQJV�RI�YDOXH�FKDLQV��:KDW�LW�GRHV�LV�WR�WKURZ�OLJKW�RQ�WKRVH

IDFWRUV�GHWHUPLQLQJ�WKH�QDWXUH�RI�WKH�LQVHUWLRQ�RI�GLIIHUHQW�SURGXFHUV�LQWR�WKH�JOREDO�GLYLVLRQ�RI�ODERXU��)RU�

DV�ZH� REVHUYHG� LQ� 6HFWLRQ� �� DERYH�� LW� LV� QRW� MXVW� D�PDWWHU� RI�ZKHWKHU� SURGXFHUV� SDUWLFLSDWH� LQ� WKH� JOREDO

HFRQRP\�ZKLFK�GHWHUPLQHV�WKHLU�UHWXUQV�WR�SURGXFWLRQ��EXW�KRZ�DQG�RQ�ZKDW�WHUPV�WKH�GR�VR�

([WHQGLQJ�*HUHIIL·V�FRQFHSW��LW�LV�SRVVLEOH�WR�GLVWLQJXLVK�WKUHH�IRUPV�RI�JRYHUQDQFH��EDVHG�RQ�SULQFLSOHV

RI�FLYLF�JRYHUQDQFH����7KH�EDVLF�UXOHV�ZKLFK�GHILQH�WKH�FRQGLWLRQV�IRU�SDUWLFLSDWLRQ�LQ�WKH�FKDLQ�QHHG�WR�EH

VHW�� 7KLV� FDQ� EH� WHUPHG� ¶OHJLVODWLYH� JRYHUQDQFH·�� ,W� LV� DOVR� QHFHVVDU\� WR� DXGLW� SHUIRUPDQFH� DQG� WR� FKHFN

FRPSOLDQFH�ZLWK�WKHVH�UXOHV�²�WKLV�FDQ�EH�VHHQ�DV�¶MXGLFLDO�JRYHUQDQFH·��+RZHYHU�LQ�RUGHU�WR�PHHW�WKHVH�UXOHV�RI

SDUWLFLSDWLRQ�� WKHUH� QHHGV� WR� EH� VRPH� IRUP� RI� SURDFWLYH� JRYHUQDQFH� �ZKLFK� PLJKW� EH� WHUPHG� ¶H[HFXWLYH

JRYHUQDQFH·��ZKLFK�SURYLGHV�DVVLVWDQFH� WR�YDOXH�FKDLQ�SDUWLFLSDQWV� LQ�PHHWLQJ� WKHVH�RSHUDWLQJ�UXOHV��0XFK�RI

WKH�H[LVWLQJ�GLVFXVVLRQ�RI�JRYHUQDQFH�IDLOV�WR�UHFRJQLVH�WKLV�WKUHHIROG�GLVWLQFWLRQ��ZKLFK�LV�RQH�RI�WKH�UHDVRQV

ZK\�WKHUH�LV�RIWHQ�FRQIXVLRQ�DERXW�ZKLFK�SDUW\�DFWXDOO\�JRYHUQV�D�SDUWLFXODU�YDOXH�FKDLQ�DQG�D�UHOXFWDQFH�WR

UHFRJQLVH�WKDW�GLIIHUHQW�SDUWLHV�PD\�HQJDJH�LQ�GLIIHUHQW�IRUPV�RI�JRYHUQDQFH�LQ�WKH�VDPH�FKDLQ��$V�)LJXUH��

VKRZV��WKHVH�JRYHUQDQFH�UROHV�PD\�EH�SURYLGHG�IURP�ZLWKLQ��RU�IURP�ZLWKRXW��WKH�FKDLQ�

                                                
�� )RU�D�VLPLODU��DQG�WR�VRPH�H[WHQW�RYHUODSSLQJ�GHFRPSRVLWLRQ�RI�GLIIHUHQW�IRUPV�RI�JRYHUQDQFH��VHH�'RODQ�HW��DO�
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Figure 5: Examples of legislative, judicial and executive value chain governance
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• 3URGXFHU�DVVRFLDWLRQV�DVVLVWLQJ
PHPEHUV�WR�PHHW�WKHVH�VWDQGDUGV

• 6SHFLDOLVHG�VHUYLFH�SURYLGHUV

• *RYHUQPHQW�LQGXVWULDO�SROLF\�VXSSRUW

%XLOGLQJ�RQ�WKLV�FRQFHSW�RI�JRYHUQDQFH��*HUHIIL�KDV�PDGH�WKH�YHU\�XVHIXO�GLVWLQFWLRQ�EHWZHHQ�WZR�W\SHV�RI

YDOXH�FKDLQV��7KH�ILUVW�GHVFULEHV�WKRVH�FKDLQV�ZKHUH� WKH�FULWLFDO� JRYHUQLQJ�UROH� LV�SOD\HG�E\�D�EX\HU��%X\HU�

GULYHQ� FKDLQV� DUH� FKDUDFWHULVWLF� RI� ODERXU� LQWHQVLYH� LQGXVWULHV� �DQG� WKHUHIRUH� KLJKO\� UHOHYDQW� WR� GHYHORSLQJ

FRXQWULHV��VXFK�DV�IRRWZHDU��FORWKLQJ��IXUQLWXUH�DQG�WR\V��7KH�VHFRQG�GHVFULEHV�D�ZRUOG�ZKHUH�NH\�SURGXFHUV

LQ� WKH� FKDLQ�� JHQHUDOO\� FRPPDQGLQJ� YLWDO� WHFKQRORJLHV�� SOD\� WKH� UROH� RI� FRRUGLQDWLQJ� WKH� YDULRXV� OLQNV� ²

SURGXFHU�GULYHQ�FKDLQV��+HUH�SURGXFHUV�WDNH�UHVSRQVLELOLW\�IRU�DVVLVWLQJ�WKH�HIILFLHQF\�RI�ERWK�WKHLU�VXSSOLHUV�DQG

WKHLU�FXVWRPHUV��,Q�PRUH�UHFHQW�ZRUN��*HUHIIL�KDV�SRLQWHG�RXW�WKDW�SURGXFHU�GULYHQ�FKDLQV�DUH�PRUH�OLNHO\�WR

EH�FKDUDFWHULVHG�E\�)',�WKDQ�DUH�EX\HU�GULYHQ�FKDLQV��*HUHIIL������D��

,Q�HDFK�RI� WKHVH�FKDLQV��SURGXFWLRQ� LV� WR� YDU\LQJ�GHJUHHV� DIIHFWHG�E\� WKH� WKUHH� IRUPV�RI� JRYHUQDQFH�

&RQVLGHU��IRU�H[DPSOH�WKH�FDVH�RI�ZKDW�*HUHIIL� FDOOV� ¶WULDQJOH�PDQXIDFWXULQJ·� LQ� WKH� WR\�YDOXH�FKDLQ�ZKHUH

SURGXFWLRQ�LQ�&KLQD�LV�FRRUGLQDWHG�E\�7DLZDQHVH�LQWHUPHGLDULHV�DQG�GHVWLQHG�IRU�EX\HUV��DQG�ILQDO�PDUNHWV�

LQ� WKH� 86�� 7KH� VWDQGDUGV� ZKLFK� WKHVH� SURGXFHUV� KDYH� WR� PHHW� �IRU� H[DPSOH�� XVLQJ� OHDG�IUHH� SDLQWV�� DUH

OHJLVODWHG� E\� JRYHUQPHQW� DQG� E\� WKH� XV� UHWDLOHU� ²� OHJLVODWLYH� JRYHUQDQFH�� %RWK� SDUWLHV� ZLOO� W\SLFDOO\� DOVR

PRQLWRU� FRPSOLDQFH� ZLWK� WKHVH� VWDQGDUGV� ²� MXGLFLDO� JRYHUQDQFH�� 7KH� 7DLZDQHVH� LQWHUPHGLDULHV� ZLOO� WKHQ

FRRUGLQDWH� SURGXFWLRQ� WKURXJK� D� UDQJH� RI� VXSSOLHUV� �DQG� RIWHQ� DOVR� VXE�VXSSOLHUV�� DQG� ZKHUH� QHFHVVDU\

SURYLGH�DVVLVWDQFH�WR�ILUPV�ZKR�KDYH�WR�PHHW�WKH�VWDQGDUGV�SUHYDLOLQJ�LQ�WKH�FKDLQ�²�H[HFXWLYH�JRYHUQDQFH�

*RYHUQDQFH� LQ� RWKHU� FKDLQV� ²� IRU� H[DPSOH� LQ� WKH� FRPSXWHU� LQGXVWU\� ²�PD\� EH�PRUH� FRPSOLFDWHG��ZLWK� D

UDQJH� RI� EX\LQJ� SDUWLHV� OHJLVODWLQJ� DQG� PRQLWRULQJ� GLIIHUHQW� VWDQGDUGV� DQG� VSHFLDOLVHG� VHUYLFH� SURYLGHUV

FRPSOHPHQWLQJ�WKH�UROH�SOD\HG�E\�OHDG�ILUPV�LQ�H[HFXWLYH�JRYHUQDQFH�

6\VWHPLF�HIILFLHQF\

$� WKLUG� DQDO\WLFDO� HOHPHQW� RI� YDOXH� FKDLQ� DQDO\VLV� LV� WKDW� LW� PRYHV� WKH� IRFXV� RI� DWWHQWLRQ� IURP� SRLQW�� WR

V\VWHPLF���WKDW�LV��YDOXH�FKDLQ��HIILFLHQF\��:K\�PLJKW�WKLV�EH�LPSRUWDQW"�$�XVHIXO�H[DPSOH�FDQ�EH�GUDZQ�IURP

WKH�VWUDWHJLF�UHVWUXFWXULQJ�RI�RQH�RI�(XURSH·V�PDMRU�UHWDLOHUV��7HVFR�KDV�DFKLHYHG�D�VLJQLILFDQW�JURZWK�LQ�LWV

PDUNHW�VKDUH�DQG�SURILWDELOLW\�IURP�LWV�DELOLW\�WR�VOLP�GRZQ�LWV�RZQ�LQYHQWRULHV��HQVXULQJ�D�SURFHVV�RI�MXVW�LQ�

WLPH�GHOLYHULHV�IURP�LWV�RZQ�ZDUHKRXVHV�DQG�WKRVH�RI�NH\�VXSSOLHUV�WR�LWV�UHWDLO�VWRUHV��%XW�LW�KDV�LQFUHDVLQJO\
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FRPH�WR�UHDOLVH�WKDW�WKHVH�DFWLYLWLHV�DFFRXQW�IRU�RQO\�D�WKLQ�VKDUH�RI�WKH�SURGXFW·V�WRWDO�YDOXH�DGGHG�DQG�XQOHVV

LW� ¶JRYHUQV·�LWV�FKDLQ�WR�DFKLHYH�EURDGHU�OHYHOV�RI�V\VWHPLF� LQWHJUDWLRQ�� OLWWOH�PRUH�FRXOG�EH�GRQH�WR�DFKLHYH

FRPSHWLWLYH�DGYDQWDJH��)RU�H[DPSOH��LQ�DQ�H[HUFLVH�GHVLJQHG�WR�LGHQWLI\�DUHDV�RI�ZDVWHG�DFWLYLW\�LQ�WKH�YDOXH

FKDLQ�RI�D�SDUWLFXODU�SURGXFW��DQ�DQDO\VLV�RI�WKH�YDOXH�DGGHG�DFWLYLWLHV�LQYROYHG�LQ�WKH�SURGXFWLRQ�DQG�FRROLQJ

RI� D� WLQ� RI� FRFD� FROD� ZDV� XQGHUWDNHQ�� 7KLV� UHYHDOHG� WKDW� LQ� DQ� RSWLPXP� VLWXDWLRQ� LW� ZRXOG� WDNH� D� WRWDO

PLQLPXP�WLPH�RI�WKUHH�KRXUV�WR�SURGXFH�WKH�FRPSOHWH�SURGXFW��<HW�LQ�UHDOLW\��WKH�DFWXDO�HODSVHG�WLPH�LQ�WKLV

SURFHVV�ZDV� ����GD\V�� OHDGLQJ� WR� D� VLJQLILFDQW� FRVW� LQ�ZRUNLQJ� FDSLWDO� WKURXJKRXW� WKH� FKDLQ� �:RPDFN� DQG

-RQHV���������7HVFR�KDV�WKXV�EHJXQ�WR�SXW�VLJQLILFDQW�UHVRXUFHV�LQWR�WU\LQJ�WR�LPSURYH�HIILFLHQF\�WKURXJKRXW

WKH� FKDLQ�� VLQFH� LW� KDV� FRPH� WR� UHDOLVH� WKDW� WKH� DFWLYLWLHV�ZKLFK� LW� LV� GLUHFWO\� UHVSRQVLEOH� IRU� LQ� LWV� LQWHUQDO

RSHUDWLRQV�DFFRXQW�IRU�RQO\�D�VPDOO�VKDUH�RI�WRWDO�SURGXFW�FRVWV�

$V�YDOXH�FKDLQV�EHFRPH�LQFUHDVLQJO\�GLVDUWLFXODWHG�DQG�VXEMHFW�WR�D�ILQHU�DQG�ILQHU�GLYLVLRQ�RI�ODERXU�²

DQ� LQHYLWDEOH� SURFHVV� JLYHQ� WKH� LQFUHDVLQJ� NQRZOHGJH� FRQWHQW� RI� SURGXFWLRQ� ²� VR� WKH� DELOLW\� WR�PDNH� DQ

LPSDFW� RQ� FRPSHWLWLYHQHVV� E\� LPSURYLQJ� WKH� HIILFLHQF\� RI� LQGLYLGXDO� OLQNV� LQ� WKH� FKDLQ� KDV� EHFRPH

LQFUHDVLQJO\� OLPLWHG�� 6\VWHPLF� LQWHJUDWLRQ� LQYROYHV� FORVHU� FRRSHUDWLRQ� EHWZHHQ� OLQNV� LQ� WKH� FKDLQ�� DQG� WKLV

RIWHQ� LQYROYHV� HQKDQFHG� UHVSRQVLELOLWLHV� IRU� JRYHUQRUV�� DV� ZHOO� DV� WKH� JURZWK� RI� JUHDWHU� OHYHOV� RI� WUXVW

EHWZHHQ� GLIIHUHQW� OLQNV� LQ� WKH� FKDLQ�� 3HUKDSV� PRVW� LPSRUWDQWO\� IURP� RXU� SHUVSHFWLYH�� YDOXH� FKDLQV

LQFUHDVLQJO\� VSDQ� QDWLRQDO� ERXQGDULHV�� DQG� JRYHUQRUV� WKHUHIRUH� DUH� DOVR� IRUFHG� WR� OHDUQ� KRZ� WR� XSJUDGH

SURGXFHUV�LQ�ORZ�LQFRPH�FRXQWULHV�

����� +RZ� GR� WKHVH� WKUHH� DQDO\WLFDO� FKDUDFWHULVWLFV� RI� YDOXH� FKDLQV� UHODWH� WR� RXU

FRQFHUQV�ZLWK�VSUHDGLQJ�WKH�JDLQV�IURP�JOREDOLVDWLRQ"

7KHVH� WKUHH� DQDO\WLFDO� HOHPHQWV� ²� G\QDPLF� UHQWV�� JRYHUQRUVKLS� DQG� V\VWHPLF� HIILFLHQF\� JDLQV� ²� DUH� FORVHO\

OLQNHG��7KH�FHQWUDO�GULYHU�LV�WKH�SUHYDOHQFH�RI�FRPSHWLWLRQ�ZKLFK�IRUFHV�GRZQ�SURILWV�E\�ORZHULQJ�EDUULHUV�WR

HQWU\�� DQG� ZKLFK� LQFUHDVHV� DV� SURGXFHUV� LQ� PRUH� DQG� PRUH� FRXQWULHV� HQWHU� JOREDO� WUDGH���� 7KLV� LQGXFHV

SDUWLFLSDQWV� WKURXJKRXW� WKH� FKDLQ� WR� VHDUFK� IRU� QHZ� IRUPV� RI� UHQW�� ,Q� DFKLHYLQJ� WKLV�� WKH�PRUH� SRZHUIXO

DFWRUV� LQ�WKH�FKDLQ�DUH� LQFUHDVLQJO\� UHTXLUHG� WR� LQGXFH� �DQG�DVVLVW�� WKHLU�VXSSOLHUV�DQG�FXVWRPHUV�WR�FKDQJH

WKHLU�RZQ�RSHUDWLQJ�SURFHGXUHV��$W�WKH�VDPH�WLPH�WKH\�FRQWLQXDOO\�VHDUFK�IRU�QHZ�VXSSOLHUV� �V\VWHPDWLFDOO\

VWULYLQJ�WR�ORZHU�EDUULHUV�WR�HQWU\�LQ�RWKHU�OLQNV�LQ�WKH�FKDLQ��DQG�FXVWRPHUV��7KHVH�REMHFWLYHV�UHTXLUH�WKHP�WR

DFW� DV� YDOXH� FKDLQ� JRYHUQRUV�� DOWKRXJK� WR� YDU\LQJ� GHJUHHV�� 7KH� UHVXOWLQJ� JURZWK� LQ� WKH� VRFLDO� GLYLVLRQ� RI

ODERXU� UHTXLUHV� WKDW� WKHVH�JRYHUQRUV� DFW�RYHU� DQ� LQFUHDVLQJO\� ODUJH�JHRJUDSKLFDO� DQG� LQVWLWXWLRQDO� WHUUDLQ� WR

VHDUFK�IRU�V\VWHPLF�HIILFLHQF\�

:H� REVHUYHG� LQ� 6HFWLRQ� �� WKDW� DV� WKLV� JOREDO� VSUHDG� RI� DFWLYLWLHV� KDV� LQFUHDVHG�� VR� WKH� LQWHU�FRXQWU\

GLVWULEXWLRQ�RI� LQFRPH�KDV�EHFRPH�PRUH�FRPSOH[�DQG�JHQHUDOO\�KDV�ZRUVHQHG��+RZ�DUH� WKHVH�SKHQRPHQD

OLQNHG"�)LUVW��EDUULHUV�WR�HQWU\�DUH�WKH�GHWHUPLQDQWV�RI�WKH�GLVWULEXWLRQ�RI�UHQWV��7KDW�LV��WKH\�GHWHUPLQH�ZKR

JDLQV�DQG�ZKR�ORVHV�LQ�WKH�FKDLQ�RI�SURGXFWLRQ��7KRVH�ZKR�FRPPDQG�UHQWV��DQG�KDYH�WKH�DELOLW\�WR�FUHDWH

                                                
�� ,Q� WKHLU� ����� ERRN� *HUHIIL�� .RU]HQLHZLF]� DQG� .RU]HQLHZLF]� QRWHG� WKDW� ¶>W@KH� *&&� DSSURDFK� H[SODLQV� WKH

GLVWULEXWLRQ�RI�ZHDOWK�ZLWKLQ�D�FKDLQ�DV�DQ�RXWFRPH�RI�WKH�UHODWLYH�LQWHQVLW\�RI�FRPSHWLWLRQ�ZLWKLQ�GLIIHUHQW�QRGHV·�
EXW�IDLO�WR�WDNH�WKLV�DQDO\VLV�IRUZDUG��S�������,�DP�JUDWHIXO�WR�+XEHUW�6FKPLW]�IRU�SRLQWLQJ�RXW�WKLV�TXRWH�WR�PH��
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QHZ�GRPDLQV�RI�UHQW�ZKHQ�EDUULHUV� WR�HQWU\�IDOO�� DUH� WKH�EHQHILFLDULHV��%\�FRQWUDVW�� WKRVH�ZKR�DUH� VWXFN� LQ

DFWLYLWLHV�ZLWK�ORZ�EDUULHUV�WR�HQWU\�ORVH��DQG�LQ�D�ZRUOG�RI�LQFUHDVLQJ�FRPSHWLWLRQ��WKH�H[WHQW�RI�WKHVH�ORVVHV

ZLOO�LQFUHDVH�RYHU�WLPH��6HFRQGO\��WKH�JURZLQJ�DUHDV�RI�UHQW�DUH�LQFUHDVLQJO\�IRXQG�LQ�WKH�LQWDQJLEOH�SDUWV�RI

WKH�YDOXH�FKDLQ��$�GLVWLQFW�GHYHORSPHQW�RYHU�WKH�SDVW�GHFDGH�KDV�VHHQ�WKH�EDUULHUV�WR�HQWU\�LQ�PDQXIDFWXULQJ

²�IRUPHUO\�D�NH\�VFDUFH�FDSDELOLW\�ORGJHG�SUHGRPLQDQWO\�LQ�WKH�LQGXVWULDOO\�DGYDQFHG�FRXQWULHV�²�EHJLQ�WR�IDOO�

0RUH�DQG�PRUH�FRXQWULHV��ZLWK�ORZHU�DQG�ORZHU�ZDJH�FRVWV��HVSHFLDOO\�&KLQD�DQG�,QGLD��KDYH�GHYHORSHG�WKH

FDSDFLW\�WR�UHOLDEO\�WUDQVIRUP�SK\VLFDO�LQSXWV�LQWR�KLJK�TXDOLW\�SK\VLFDO�RXWSXWV�DW�D�ORZ�FRVW��,W�LV�WKLV�ZKLFK

H[SODLQV�WKH�GLPLQLVKLQJ�WHUPV�RI�WUDGH�RI�GHYHORSLQJ�FRXQWULHV�H[SRUWV�RI�PDQXIDFWXUHV�REVHUYHG�DERYH��$W

WKH�VDPH�WLPH��FRS\ULJKW�DQG�EUDQG�QDPHV�KDYH�D�YHU\�ORQJ�OLIH��PRUH�WKDQ����\HDUV�IRU�WKH�IRUPHU�DQG�LQ

SHUSHWXLW\� IRU� WKH� ODWWHU��� DQG� WKHVH� UHSUHVHQW� ¶DEVROXWH� DQG� LPPXWDEOH·� IRUPV�RI� HFRQRPLF� UHQW�� ,W� LV� QRW

VXUSULVLQJ�� WKHUHIRUH�� WKDW� WKH� KLJK� LQFRPH� FRXQWULHV� LQ� JHQHUDO� �DQG� WKH�86� LQ� SDUWLFXODU�� KDYH� SODFHG� VR

PXFK�HPSKDVLV�RQ�LQWHOOHFWXDO�SURSHUW\�ULJKWV�LQ�UHFHQW�\HDUV��6LPLODUO\��DV�YDOXH�FKDLQV�EHFRPH�LQFUHDVLQJO\

FRPSOH[� DQG� VXEMHFW� WR� FRRUGLQDWLRQ�� WKH� UHQW� DFFUXLQJ� IURP� JRYHUQRUVKLS� LWVHOI� �D� SDUWLFXODU� IRUP� RI

UHODWLRQDO�UHQW�²�.DSOLQVN\�������KDV�JURZQ�

7KHVH�GHYHORSPHQWV�FDQ�EH�HYLGHQFHG�LQ�D�QXPEHU�RI�SURPLQHQW�WKXPE�QDLO�H[DPSOHV���0RUH�GHWDLO�LV

SURYLGHG�LQ�6HFWLRQ���EHORZ���)RU�H[DPSOH��1LNH�QRZ�FRQFHQWUDWHV�RQ�WKH�¶'·��GHYHORS��DQG�¶6·��VHOO��UDWKHU

WKDQ�RQ�WKH� ¶0·� �PDNH��DQG� ¶%·��EX\��RI� LWV�YDOXH�FKDLQ��7KH�ZLQQHUV� LQFOXGH�1LNH�DV� WKH�FRRUGLQDWRU� DQG

WKURXJK� LWV� LQVWLWXWLRQDOLVDWLRQ� RI� GHVLJQ� DQG�PDUNHWLQJ�� DQG� NH\� FHOHEULWLHV� VXFK� DV�0LFKDHO� -RUGDQ�� 7KH

ORVHUV�DUH�WKH�IDFWRU\�RZQHUV�DQG�WKH�SUHGRPLQDQWO\�VHPL�VNLOOHG�ZRUNHUV�LQ�GHYHORSLQJ�FRXQWU\�SURGXFWLRQ

VLWHV�DV�1LNH�UHORFDWHV�SURGXFWLRQ�WR�ORFDOHV�ZLWK�ORZHU�ZDJHV�RU�ZKHUH�WKH�SUHVVXUHV�RI�FRPSHWLWLRQ�LQGXFH

JRYHUQPHQWV�WR�GHYDOXH��KHQFH�XQGHUPLQLQJ�WKH�LQWHUQDWLRQDO�SXUFKDVLQJ�SRZHU�RI�GRPHVWLF�ZDJHV��3HUKDSV

PRUH�VLJQLILFDQWO\��WKH�)RUG�0RWRU�&RPSDQ\��ZKLFK�LQ�WKH�ILUVW�WZR�GHFDGHV�RI�WKH���WK�FHQWXU\�SLRQHHUHG

WKH� GHYHORSPHQW� RI� QHZ� IRUPV� RI� RUJDQLVDWLRQDO� DQG� WHFKQRORJLFDO� UHQWV� LQ� PDQXIDFWXULQJ�� KDV� UHFHQWO\

EHJXQ�WR�UHVWUXFWXUH�LWVHOI��,W�VHHV�LWV�IXWXUH�SURILWV�DV�LQFUHDVLQJO\�DULVLQJ�IURP�LWV�FRPPDQG�RYHU�LWV�EUDQG

QDPH�DQG�LQ�WKH�SRZHU�DQG�HIILFLHQF\�RI�LWV�JRYHUQRUVKLS��&RQVHTXHQWO\�LW�KDV�EHJXQ�WR�LQFUHDVH�LWV�DFWLYLWLHV

RYHU�WKH�ZLGWK�RI�WKH�FKDLQ��EX\LQJ�LQWR�DIWHU�PDUNHW�VSDUHV��DXWR�OHDVLQJ�DQG�PDUNHWLQJ��DQG�WR�UHGXFH�WKH

GHSWK� RI� LWV� DFWLYLWLHV� LQ� LQGLYLGXDO� OLQNV�� SDUWLFXODUO\� LQ�PDQXIDFWXULQJ� �ZKHUH� LW� LV� HYHQ� WKLQNLQJ� RI� VXE�

FRQWUDFWLQJ� DVVHPEO\�� SUHYLRXVO\� LWV� FRUH� HFRQRPLF� UHQW��� 7KH� ORVHUV� KHUH� DUH� ILUPV� DQG� ZRUNHUV� LQ� WKH

DVVHPEO\��VXE�DVVHPEO\�DQG�FRPSRQHQWV�VHFWRUV�ZKR�DUH�VXEMHFW�WR�LQFUHDVLQJ�FRPSHWLWLRQ�IURP�D�UDQJH�RI

RWKHU�VXSSOLHUV�RU�VXSSO\LQJ�FRXQWULHV�

$OO�RI�WKLV�DIIHFWV�WKH�LQWHU�FRXQWU\�GLVWULEXWLRQ�RI�LQFRPH��%XW�SDUWLFLSDWLRQ�LQ�JOREDO�YDOXH�FKDLQV�DOVR

DIIHFWV�WKH�LQWUD�FRXQWU\�GLVWULEXWLRQ�RI�LQFRPH��7KLV�LV�EHFDXVH�WKH�UHTXLUHPHQWV�RI�ILQDO�SURGXFW�PDUNHWV�LQ

KLJK�LQFRPH�PDUNHWV�LQYDULDEO\�UHTXLUH�FDSDELOLWLHV�ZKLFK�DUH�RXWVLGH�RI�WKH�UHDFK�RI�SRRU�SHRSOH�DQG�SRRU

IDUPV� DQG� HQWHUSULVHV� �RIWHQ�60(V���7KHVH�GHPDQGV� WHQG� WR� EH�PRUH� H[DFWLQJ� LQ� ¶JRYHUQHG� YDOXH� FKDLQV·

WKDQ� LQ� DUPV�OHQJWK� WUDGH�� 7KLV� LV� EHFDXVH� WKLV� ODWWHU� IRUP�� ORZ� EDUULHUV� WR� HQWU\� DQG� ORZ� UHWXUQV� DUH

XQDWWUDFWLYH�WR�WKH�UHQW�VHHNLQJ�HQWUHSUHQHXUVKLS�ZKLFK�SOD\V�VXFK�DQ�LPSRUWDQW�UROH�LQ�WKH�SURGXFWLRQ�DQG

H[FKDQJH� RI�PRUH� GLIIHUHQWLDWHG� �DQG� JHQHUDOO\� OHVV� FRPSHWLWLYH�� JRRGV� DQG� VHUYLFHV�� &RQVHTXHQWO\�� VPDOO
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IDUPV� DQG� ILUPV� DQG� WKRVH�SHRSOH� UHOLDQW� IRU� WKHLU� LQFRPHV� IURP�VPDOOKROGLQJV� DQG� VPDOO� HQWHUSULVHV�PD\

VXIIHU��DQG�WKRVH�ORFNHG�LQWR�ODUJH�IDUP�SURGXFWLRQ�PD\�JDLQ�

����� +RZ� GRHV� YDOXH� FKDLQ� DQDO\VLV� GLIIHU � IURP� FRQYHQWLRQDO� LQGXVWU\� VWXGLHV� DQG

IURP�ZKDW�VRFLDO�VFLHQWLVWV��DQG�HVSHFLDOO\�HFRQRPLVWV� �QRUPDOO\�GR" ��

7UDGLWLRQDOO\��WKH�IRFXV�RQ�SURGXFWLYH�DFWLYLWLHV�DQG�WKH�LQVHUWLRQ�RI�ORFDO�SURGXFHUV�LQWR�JOREDO�PDUNHWV�KDV

EHHQ� RQ� WKH� HFRQRPLF� EUDQFK� DQG� WKH� HFRQRPLF� VHFWRU��'HYHORSLQJ� FRXQWULHV� KDYH� EHHQ� VHHQ� WR� KDYH� D

SRWHQWLDO�FRPSDUDWLYH�DGYDQWDJH�LQ�WKH�SULPDU\�EUDQFK��DQG�WKH�LQGXVWULDO�FRXQWULHV�LQ�VHFRQGDU\�HFRQRPLF

DFWLYLWLHV� DQG�YDOXH�DGGHG� WUDGHG� VHUYLFHV��:LWKLQ� WKH� LQGXVWULDO�EUDQFK�� WKH� IRFXV�KDV�PRVW�RIWHQ�EHHQ�RQ

LQGLYLGXDO�VHFWRUV��EDVHG�RQ�,6,&�RU�6,7&�+6�FODVVLILFDWLRQV��VXFK�DV�FORWKLQJ��VKRHV��FKHPLFDOV��HOHFWURQLFV�

IRRG�SURFHVVLQJ��DQG�LQ�D�QDWLRQDO�FRQWH[W��+HQFH��WKH�DQDO\VLV�KDV�WHQGHG�WR�IRFXV�RQ�WKH�VL]H�DQG�JURZWK�RI

WKH�VHFWRU�LQ�WHUPV�RI�HPSOR\HHV�DQG�JURVV�RXWSXW��UDWKHU�WKDQ�QHW�YDOXH�DGGHG���WUDGH�SHUIRUPDQFH�DQG�WKH

VL]H�GLVWULEXWLRQ�RI�ILUPV�

9DOXH� FKDLQ� DQDO\VLV� WKURZV�PRUH� OLJKW� RQ� WKH� GHWHUPLQDQWV� RI� LQFRPH�GLVWULEXWLRQ�� ERWK�ZLWKLQ� DQG

EHWZHHQ�FRXQWULHV��DQG�HVSHFLDOO\�RYHU�WLPH�WKDQ�WKLV�WUDGLWLRQDO�LQGXVWU\�DQDO\VLV��)RU�H[DPSOH�

• %HFDXVH� LW� IRFXVHV�RQ� WKH�G\QDPLFV�RI� UHQW�� D�YDOXH�FKDLQ�SHUVSHFWLYH� IRUFHV� WKH�DQDO\VLV� WR� WUDQVFHQG

HFRQRPLF�EUDQFKHV�DQG�VHFWRUV��)RU�H[DPSOH��LQ�WKH�IRUHVWU\�DQG�IXUQLWXUH�FKDLQ��WKH�UHQW�ULFK�DFWLYLWLHV

DUH� LQFUHDVLQJO\� IRXQG� LQ� WKH�JHQHWLFV�RI� VHHG�GHVLJQ� DQG� LQ� WKH�GHVLJQ� DQG�EUDQGLQJ�RI� WKH� IXUQLWXUH�

UDWKHU�WKDQ�LQ�WKH�LQGLYLGXDO�DJULFXOWXUDO��LQGXVWULDO�RU�VHUYLFH�VXE�VHFWRUV��ZKLFK�WHQG�WR�EH�WKH�GRPDLQ

RI�WUDGLWLRQDO�EUDQFK�DQG�VHFWRUDO�DQDO\VHV���,W�LV�RQO\�WKURXJK�D�FRPSUHKHQVLYH�YLHZ�RI�WKH�ZKROH�FKDLQ

WKDW�WKH�OLQNV�LQ�WKH�FKDLQ�RU�VHJPHQWV� LQ�SURGXFW�PDUNHWV�ZKLFK�DUH�FKDUDFWHULVHG�E\�KLJK�RU�JURZLQJ

UHQW�FDQ�EH�LGHQWLILHG�

• 5HODWHG� WR� WKLV�� YDOXH� FKDLQ� DQDO\VLV�PDNHV� LW� SRVVLEOH� WR� WUDFH� WKURXJK� D� SDUWLFXODU� WKUHDG� RI� UHQW�ULFK

DFWLYLWLHV�ZKLFK�DUH�QRW�HDVLO\�FDSWXUHG�E\�EUDQFK�DQG�LQGXVWU\�DQDO\VLV��)RU�H[DPSOH��ZH�KDYH�REVHUYHG

WKDW�LQWDQJLEOH�NQRZOHGJH�LV�LQFUHDVLQJO\�FKDUDFWHULVHG�E\�KLJK�EDUULHUV�WR�HQWU\��DQG�WKDW�WKH�RZQHUV�RI

WKLV� NQRZOHGJH� JDLQ� PRVW� IURP� WKH� JOREDOLVDWLRQ� RI� SURGXFWLRQ� DQG� H[FKDQJH�� 6LPLODUO\�� JRYHUQDQFH

DFWLYLWLHV�DUH�RIWHQ�VXEMHFW�WR�VLJQLILFDQW�EDUULHUV�WR�HQWU\�DQG�KHQFH�SURYLGH�KLJK�UHWXUQV��7KLV�EHLQJ�WKH

FDVH��WKH�DELOLW\�WR�LGHQWLI\�UHQW�ULFK�DFWLYLWLHV�DORQJ�WKH�ZKROH�FKDLQ�RI�DGGHG�YDOXH�SURYLGHV�WKH�NH\�WR

XQGHUVWDQGLQJ�WKH�JOREDO�DSSURSULDWLRQ�RI�WKH�UHWXUQV�WR�SURGXFWLRQ�

• 7KH�GDWD�ZKLFK�DUH�FKDUDFWHULVWLFDOO\�JHQHUDWHG�LQ�PRVW�EUDQFK�DQG�VHFWRUDO�DQDO\VHV�PDNH�LW�GLIILFXOW�WR

LQWHUSUHW� WKH� VLJQLILFDQFH� RI� NH\� LQGLFDWRUV� VXFK� DV� ¶RXWSXW·�� ¶VDOHV·� DQG� ¶FRVWV·�� &RQVHTXHQWO\� WKH

GHWHUPLQDQWV�RI� LQFRPH�GLVWULEXWLRQ� DUH�GLIILFXOW� WR�XQUDYHO��7UDGH� VWDWLVWLFV� DUH� HVSHFLDOO\� SUREOHPDWLF

KHUH�� VLQFH� WKH\� SURYLGH� OLWWOH� FDSDFLW\� WR� XQSLFN� YDOXH� DGGHG�� )RU� H[DPSOH�� LQ� WKH� ODWH� ����V�� WKH

'RPLQLFDQ�5HSXEOLF�VDZ�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�JURVV�YDOXH�RI�VKRH�RXWSXW�DQG�H[SRUWV��%XW�¶VKRH

SURGXFWLRQ·�RFFXUUHG�LQ�(3=V�XWLOLVLQJ�LPSRUWHG�LQSXWV�²�WKH�YDOXH�RI�D�VKRH�H[SRUW�ZDV�D�PHUH�������

                                                
�� 7KLV�GLVFXVVLRQ�KDV�EHHQ�KHOSIXOO\�LQIRUPHG�E\�PHPRV�SUHSDUHG�IRU�WKH�6SUHDGLQJ�WKH�*DLQV�IURP�*OREDOLVDWLRQ

UHVHDUFK�QHWZRUN�E\�*HUHIIL��6WXUJHRQ�DQG�+XPSKUH\��������DQG�:RRG��������
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%\�FRQWUDVW�XQLW�VKRH�H[SRUWV�IURP�,WDO\�PD\�PRUH�IXOO\�UHIOHFW�YDOXH�DGGHG��,Q�ZKDW�VHQVHV��WKHQ��PD\

WKH�VKRH�VHFWRUV�LQ�WKHVH�WZR�FRXQWULHV�EH�FRPSDUHG�XQOHVV�D�YDOXH�FKDLQ�DQDO\VLV�²�LQFRUSRUDWLQJ�D�PRUH

VRSKLVWLFDWHG�PDSSLQJ�RI�LQSXW�RXWSXW�UHODWLRQVKLSV�²�LV�XWLOLVHG"

• 7KH�G\QDPLF�QDWXUH�RI�UHQWV�JHQHUDWHG� LQ�WKH�JOREDO�DFWLYLWLHV�RI�D�YDOXH�FKDLQ�DUH�REVFXUHG�E\�D� IRFXV�RQ

QDWLRQDO� LQGXVWULHV��)RU�H[DPSOH��ZKHQ�SURGXFWLRQ�RFFXUV� LQ� WKH�FRQWH[W�RI� IDOOLQJ�JOREDO�SURGXFW�SULFHV�

QDWLRQDO�DFFRXQWLQJ�V\VWHPV�PD\�UHIOHFW�D�JURZWK�LQ�DFWLYLW\�DQG�YDOXH�ZKLFK�GRHV�QRW�FRUUHVSRQG�ZLWK

WKH� LQWHUQDWLRQDO� SXUFKDVLQJ� SRZHU� RI� WKLV� VHFWRUDO� DFWLYLW\�� 7KH� SUREOHP� LV� SDUWLFXODUO\� DFXWH� ZKHQ

GHFLVLRQV� DERXW� QDWLRQDO� UHVRXUFH� DOORFDWLRQ� ²� DIIHFWLQJ� LQFRPH� VWUHDPV�RYHU� WLPH� ²� DUH�PDGH�ZLWKRXW

UHIHUHQFH�WR�WKH�JOREDO�G\QDPLFV�RI�UHWXUQV�WR�GLIIHUHQW�DFWLYLWLHV�LQ�WKH�FKDLQ��7KXV�LW�LV�WKH�JOREDO�IRFXV

RI�YDOXH�FKDLQ�DQDO\VLV�ZKLFK�PRUH�DFFXUDWHO\�LGHQWLILHV�VXLWDEOH�RSSRUWXQLWLHV�WR�DXJPHQW�LQFRPHV�LQ�D

QDWLRQDO�FRQWH[W�WKDQ�WKH�QDWLRQDO�IRFXV�RI�LQGXVWU\�VWXGLHV�

• 6WXGLHV�RI�PDUNHW�VWUXFWXUH�ZKLFK�IDLO�WR�ORFDWH�WKH�DQDO\VLV�ZLWKLQ�D�YDOXH�FKDLQ�SHUVSHFWLYH�DUH�QRW�DEOH

WR� DGHTXDWHO\� H[SODLQ� WKH� GHWHUPLQDQWV� RI� ILUP�VL]H� GLVWULEXWLRQ�� )RU� H[DPSOH�� WKH� KLJK� FRQFHQWUDWLRQ� RI

RZQHUVKLS� LQ� WKH� 6RXWK� $IULFDQ� IXUQLWXUH� LQGXVWU\� GRHV� QRW� DULVH� IURP� PDUNHW� FRQGXFW� ZLWKLQ� WKH

IXUQLWXUH�VHFWRU��,QVWHDG��LW�LV�H[SODLQHG�E\�KLJK�OHYHOV�RI�FRQFHQWUDWLRQ�LQ�WKH�UHWDLO�VHFWRU��ZKLFK�LQ�WXUQ

LV�OLQNHG�WR�FRQFHQWUDWLRQ�LQ�ILQDQFLDO�LQWHUPHGLDWLRQ��.DSOLQVN\�DQG�0DQQLQJ���������6LPLODU�REVHUYDWLRQ

KDYH�EHHQ�PDGH�ZLWK�UHVSHFW�WR�WKH�IRRWZHDU�LQGXVWU\��EXW�LQ�WKLV�FDVH�WKH�LQWHU�VHFWRUDO�OLQNDJHV�ZKLFK

DUH�LQYROYHG�VSDQ�QDWLRQDO�ERXQGDULHV��6FKPLW]�DQG�.QRUULQJD����������

6R�PXFK�IRU�WKH�FRQWHQW�RI�UHVHDUFK�HQTXLU\��%XW�ZKDW�RI�WKH�LPSOLFDWLRQV�IRU�GLVFLSOLQDU\�IRFXV"

• %HFDXVH�YDOXH�FKDLQ�HQTXLU\�VSDQV�GLIIHUHQW�HFRQRPLF�EUDQFKHV�DQG�VHFWRUV��HIIHFWLYH�DQDO\VLV� UHTXLUHV

WKH� SDUWLFLSDWLRQ� RI� GLIIHUHQW� GLVFLSOLQHV�� 7KLV� LV� PRVW� FOHDUO\� WKH� FDVH� LQ� UHODWLRQ� WR� WKH� IRFXV� RQ

DJULFXOWXUDO�DQG�PDQXIDFWXULQJ�SURGXFWLRQ�V\VWHPV��EXW�WKH�IRFXV�RQ�WKH�G\QDPLFV�RI�UHQW�DOVR�UHTXLUHV

LQSXWV� IURP� PDQDJHPHQW� VWXGLHV� DQG� HQJLQHHULQJ�� 0RUHRYHU�� VLQFH� SRZHU� LV� D� NH\� FRPSRQHQW� RI

JRYHUQDQFH��DQG�WUXVW�LV�FULWLFDO�WR�HQKDQFHG�LQWHU�ILUP�FRRSHUDWLRQ�DQG�QHZ�IRUPV�RI�ZRUN�RUJDQLVDWLRQ�

WKHUH� LV� D� VLPXOWDQHRXV� QHHG� WR� GUDZ� RQ� WKH� LQVLJKWV� RI� SROLWLFDO� VFLHQFH� DQG� VRFLRORJ\�� ,W� LV� IRU� WKLV

UHDVRQ� WKDW�:RRG� UHIOHFWV� WKDW� YDOXH� FKDLQ� DQDO\VLV� SURYLGHV� ¶D�PHHWLQJ� JURXQG� IRU� HFRQRPLFV�� EXVLQHVV

DGPLQLVWUDWLRQ�DQG�LQGXVWULDO�VRFLRORJ\�LQ�WKH�VWXG\�RI�RQH�LPSRUWDQW�DVSHFW�RI�JOREDOLVDWLRQ��QDPHO\�WKH

VLPXOWDQHRXV�HFRQRPLF� LQWHJUDWLRQ�RI�FRXQWULHV��DQG�GLVLQWHJUDWLRQ�RI�SURGXFWLRQ�SURFHVVHV·� �HPSKDVLV

DGGHG���:RRG������������

• $�QXPEHU�RI�FKDOOHQJHV�DUH�SRVHG�WR�PXFK�RI�WUDGLWLRQDO�HFRQRPLF�DQDO\VLV��7KH�+HFNVFKHU�2KOLQ�IDFWRU�

SULFH�HTXDOLVDWLRQ�WKHRUHP�SUHGLFWV�WKDW�LQ�DQ�RSHQ�HFRQRP\��IDFWRU�UHWXUQV�VXFK�DV�ZDJHV�ZLOO� WHQG�WR

FRQYHUJH�DFURVV��DQG�ZLWKLQ�VRPH��QDWLRQDO�ERXQGDULHV��<HW��WKLV�LV�RIWHQ�QRW�WKH�FDVH��LQ�SDUW�GXH�WR�WKH

IDOOLQJ�FRVWV�RI�PRELOLW\�DV�KLJKO\�VNLOOHG�ZRUNHUV��RSHUDWLQJ�ZLWKLQ�FRRUGLQDWHG�YDOXH�FKDLQV��LQWHUDFW�ZLWK

VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV� LQ�GLIIHUHQW�HFRQRPLHV��:RRG���������7KH�DELOLW\� WR� LGHQWLI\� DQG�FDSWXUH

WKH�UROH�SOD\HG�E\�WKHVH�PRELOH�VNLOOV�LV�VLJQLILFDQWO\�HQKDQFHG�ZKHQ�DQDO\VLV�RFFXUV�WKURXJK�WKH�OHQV�RI
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WKH�YDOXH�FKDLQ��0XFK�HFRQRPLF�DQDO\VLV�RI�LQFRPH�GLVWULEXWLRQ�DOVR�WHQGV�WR�IRFXV�RQ�WKH�LQGLYLGXDO�DV

WKH�XQLW�RI�DFFRXQW��DQG�LW�LV�FHUWDLQO\�WKH�FDVH�WKDW�LQFRPHV�GR�DFFUXH�WR�LQGLYLGXDO�SHRSOH�DV�KROGHUV�RI

DVVHWV� �IRU� H[DPSOH�� VNLOOV� DQG� HTXLW\��� <HW�� ZKLOH� LQGLYLGXDOV� PD\� UHFHLYH� LQFRPHV�� WKHVH� UHWXUQV� DUH

GHILQHG�E\�WKHLU�SDUWLFLSDWLRQ�LQ�LQVWLWXWLRQV��WKDW�LV��ILUPV��ZKLFK�V\VWHPDWLFDOO\�SXUVXH�SROLFLHV�GHVLJQHG

WR� HQKDQFH� WKHVH� LQFRPHV� E\� FRQVWUXFWLQJ� EDUULHUV� WR� HQWU\� DJDLQVW� FRPSHWLWLRQ�� 8QGHUVWDQGLQJ� WKH

SURFHVVHV�ZKHUHE\�EDUULHUV� WR�HQWU\� DUH�FRQVWUXFWHG� WDNHV� WKH�DQDO\VLV�EH\RQG�WKH�GRPDLQ�RI�PXFK�RI

HFRQRPLF�DQDO\VLV�ZKLFK�WUHDWV�WHFKQRORJLFDO�SURJUHVV�DV�H[RJHQRXV��DQG�IDLOV�WR�UHFRJQLVH�WKH�DELOLW\�RI

ILUPV�WR�FRQVWUXFW�WKH�FRPSHWLWLYH�HQYLURQPHQW�LQ�ZKLFK�WKH\�RSHUDWH��UDWKHU�WKDQ�DFWLQJ�DV�SULFH�WDNHUV��

0RUHRYHU��DQ�XQGHUVWDQGLQJ�RI�WKH�QDWXUH�DQG�LPSRUWDQFH�RI�WUXVW�LQ�LQWHU�ILUP�UHODWLRQVKLSV�ZLWKLQ�WKH

YDOXH�FKDLQ�UHTXLUHV�HFRQRPLVWV�WR�DOVR�HQJDJH�ZLWK�WKH�FRQWLQJHQF\�DQG�VRFLRORJ\�RI�WKH�GHWHUPLQDQWV

RI�VRFLDO�FDSLWDO�

• ,Q�D�VLPLODU�ZD\��RWKHU�GLVFLSOLQHV�DUH�DOVR�IRUFHG� WR�UHWKLQN� WKHLU�DQDO\WLFDO� IUDPHZRUNV�E\�D� IRFXV�RQ

YDOXH�FKDLQV��:RRG�DUJXHV�WKDW�HFRQRPLFV�QRW�RQO\�SURYLGHV�DQ�DFFRXQWLQJ�IUDPHZRUN�LQ�ZKLFK�YDOXH

FKDLQV�FDQ�EH�PDSSHG��EXW�DOVR�IRUFHV�WKH�HQTXLU\�WR�IRFXV�RQ�WKH�HFRQRPLF�GHWHUPLQDQWV�RI� ORFDWLRQ�

QRWDEO\� RQ� FRVW� VWUXFWXUHV� �:RRG�� ������� 7KXV�� D� �FRPSOHPHQWDU\�� GLYLVLRQ� RI� ODERXU� FDQ� EH

FKDUDFWHULVHG�DV�RQH�LQ�ZKLFK�HFRQRPLVWV�GHWHUPLQH�WKH�EDVLV�RI�FRPSDUDWLYH�DGYDQWDJH��WKDW�LV��WKH�SRWHQWLDO

ZKLFK� GLIIHUHQW� HQYLURQPHQWV� SURYLGH� IRU� UHDSLQJ� HFRQRPLF� UHQWV��� DQG� RWKHU� GLVFLSOLQHV� LGHQWLI\� WKH

GHWHUPLQDQWV�RI� FRPSHWLWLYH� DGYDQWDJH� �WKH� IDFWRUV�ZKLFK�H[SODLQ�ZK\� VRPH� ILUPV� DUH� DEOH� WR� DSSURSULDWH

WKHVH�HFRQRPLF�UHQWV��

'R�WKHVH�DWWULEXWHV�RI�YDOXH�FKDLQ�DQDO\VLV�LPSURYH�WKH�SROLF\�UHOHYDQFH�RI�UHVHDUFK"�2XU�SULPDU\�FRQFOXVLRQ

LV�WKDW�WKLV�DQDO\WLF�IUDPHZRUN�SURYLGHV�WKH�SRWHQWLDO�IRU� LGHQWLI\LQJ�WKRVH�SROLF\�DFWLRQV�²�ERWK�E\�SULYDWH

DQG�SXEOLF�DFWRUV�²�ZKLFK�PD\� LQIOXHQFH�GLVWULEXWLRQDO�RXWFRPHV��:H�ZLOO� UHWXUQ� WR� WKLV� LQ� WKH�FRQFOXGLQJ

GLVFXVVLRQ�EHORZ��EXW�WKUHH�REVHUYDWLRQV�FDQ�EH�PDGH�DW�WKLV�VWDJH�

• $V�ZH�KDYH� VHHQ�� YDOXH� FKDLQ� DQDO\VLV� FRYHUV� D� UDQJH� RI� LQWHUFRQQHFWHG� HFRQRPLF� DFWLYLWLHV�� VSDQQLQJ

EUDQFKHV�DQG�VHFWRUV��DQG�WKXV�SURYLGHV�WKH�SRWHQWLDO�IRU�FRRUGLQDWLQJ�ZKDW�PLJKW�EH� WHUPHG� ¶MRLQHG�XS

SROLFLHV·�EHWZHHQ�GLIIHUHQW�DUPV�RI�JRYHUQPHQW

• %\� IRFXVLQJ� RQ� WKH� LQVWLWXWLRQDO� GHWHUPLQDQWV� RI� UHQW�� YDOXH� FKDLQ� DQDO\VLV� SRLQWV� SROLF\� WRZDUGV

LQVWUXPHQWV�ZKLFK� LQIOXHQFH� WKH� EHKDYLRXU� RI� LQGLYLGXDOV� JURXSHG� ZLWKLQ� ILUPV� DQG� RWKHU� RUJDQLVDWLRQV�ZKLFK

VKDSH�WKH�GLVWULEXWLRQ�RI�UHWXUQV�IURP�SURGXFWLRQ�DQG�H[FKDQJH��7KXV��WKH�NH\�WR�VXVWDLQLQJ�WKH�JURZWK

DQG�VSUHDG�RI�LQFRPHV�OLHV�LQ�WKH�DELOLW\�WR�LQIOXHQFH�WKH�EHKDYLRXU�RI�JURXSV�RI�SHRSOH�DFWLQJ�LQ�FRQFHUW�

UDWKHU�WKDQ�WKDW�RI�LQGLYLGXDOV�ZKR�EHQHILW�IURP�WKHVH�MRLQW�DFWLYLWLHV�

• %\� IRFXVLQJ�RQ� WKH�G\QDPLFV�RI� UHQW��YDOXH�FKDLQ�DQDO\VLV�SRLQWV�SROLF\� WRZDUGV� WKH�GHYHORSPHQW� RI� WKRVH

FDSDELOLWLHV�DQG�LQVWLWXWLRQDO�WUDMHFWRULHV�ZKLFK�ZLOO�VXVWDLQ�LQFRPHV�RYHU�WLPH�

                                                                                                                                                            
�� $V�D�FRQVHTXHQFH��WKH�JURZLQJ�FRQFHQWUDWLRQ�LQ�WKH�,WDOLDQ��6SDQLVK�DQG�*UHHN�UHWDLO�VHFWRUV�LV�OLNHO\�WR�XQGHUPLQH

WKH�KLVWRULF�VWUHQJWK�RI�WKH�60(�VHFWRUV�LQ�WKHVH�FRXQWULHV�
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7KHVH� DUH� VWURQJ� DVVHUWLRQV�ZKLFK�PDNH�SRZHUIXO� FODLPV� IRU� WKH� SULPDF\� RI� YDOXH� FKDLQ� DQDO\VLV��%XW� FDQ

WKHVH�DVVHUWLRQV�EH�ERUQH�RXW� LQ�SUDFWLFH"�,Q� WKH�IROORZLQJ�6HFWLRQ��ZH�SURYLGH�VRPH�H[DPSOHV�WR� VXSSRUW

WKHVH�FODLPV��EDVHG� LQ� ODUJH�SDUW�RQ�WKH�ILQGLQJV�RI�ZRUN�ZKLFK�ZH�KDYH�XQGHUWDNHQ� LQ�D�VHULHV�RI�VHOHFWHG

YDOXH�FKDLQV�

��� �620(�,//8675$7,9(�&$6(�678',(6

,Q�LOOXVWUDWLQJ�WKHVH�FODLPV��ZH�ZLOO�VLWXDWH�WKH�DQDO\VLV�LQ�WHUPV�RI�WKH�WKUHH�DQDO\WLFDO�FRPSRQHQWV�RI�YDOXH

FKDLQ�DQDO\VLV�²�WKH�FKDQJLQJ�FRPSRVLWLRQ�RI�UHQWV��WKH�UROH�SOD\HG�E\�JRYHUQRUV�DQG�WKH�V\VWHPLF�QDWXUH�RI

FKDLQ�HIILFLHQF\�²�DQG�ZLWK�D�IRFXV�RQ�WKH�GLVWULEXWLRQDO�DQG�SROLF\�LPSOLFDWLRQV�RI�ZKDW�KDV�EHHQ�REVHUYHG�

7KH�FDVH�VWXG\�PDWHULDO�FRQVLGHUV�WKH�SURGXFWLRQ��H[SRUW�DQG�PDUNHWLQJ�RI�

• )UHVK�IUXLW�DQG�YHJHWDEOHV��'RODQ��+XPSKUH\�DQG�+DUULVV�3DVFDO��������+XPSKUH\�DQG�2HWHU�������

• &DQQHG�GHFLGXRXV�IUXLW��.DSODQ�DQG�.DSOLQVN\�������

• )RRWZHDU��6FKPLW]��������6FKPLW]�DQG�.QRUULQJD�������

• $XWRPRELOH� FRPSRQHQWV� �%DUQHV� DQG� .DSOLQVN\� ����D� DQG� ����E� IRUWKFRPLQJ�� +XPSKUH\�� �����

+XPSKUH\�������IRUWKFRPLQJ�

$V� ZH� KDYH� VHHQ�� WKH� G\QDPLFV� RI� HFRQRPLF� UHQW� DUH� VXEMHFW� WR� FKDQJH� DV� D� FRQVHTXHQFH� RI� LQFUHDVLQJ

FRPSHWLWLYH�SUHVVXUHV�ZKLFK�RIWHQ�RYHUZKHOP�KLVWRULFDOO\�VLJQLILFDQW�EDUULHUV�WR�HQWU\�ZLWKLQ�GLIIHUHQW�SDUWV

RI� WKH� YDOXH� FKDLQ�� 7KLV� PHDQV� WKDW� VWDWLF� SRVLWLRQLQJ� RI� SURGXFHUV�� HLWKHU� ZLWKLQ� SDUWLFXODU� DFWLYLWLHV� LQ

SDUWLFXODU�OLQNV�RI�WKH�FKDLQ��IRU�H[DPSOH��DVVHPEOLQJ�UDWKHU�WKDQ�PDWHULDOV�IRUPLQJ���RU�LQ�SDUWLFXODU�OLQNV�LQ

WKH�FKDLQ��IRU�H[DPSOH�� WUDQVIRUPLQJ� LQSXWV� LQWR�RXWSXWV��UDWKHU�WKDQ�PDUNHWLQJ��DUH� OLNHO\�WR�EH�DVVRFLDWHG

ZLWK�GHFOLQLQJ�WHUPV�RI�WUDGH��DQG�KHQFH�ZLWK�D�ZRUVHQLQJ�RI�UHODWLYH�DQG�RU�UHDO�LQFRPHV�

7DEOH���LOOXVWUDWHV�WKLV�G\QDPLF�SURFHVV�E\�VXPPDULVLQJ�WKH�H[SHULHQFH�RI�IRXU�YDOXH�FKDLQV�²�IUHVK�IUXLW

DQG�YHJHWDEOHV��))9���FDQQHG�GHFLGXRXV�IUXLW��&')���IRRWZHDU�DQG�DXWRPRELOH�FRPSRQHQWV�

���� �)UHVK�IUXLW�DQG�YHJHWDEOHV ��

))9� UHSUHVHQW� D� VWUDWHJLF� DQG� JURZLQJ� PDUNHW� IRU� UHWDLOHUV� LQ� WKH� LQGXVWULDOO\� DGYDQFHG� FRXQWULHV�� ERWK

EHFDXVH� WKH\� DUH� RQH� RI� WKH� IHZ� LWHPV� IRU� ZKLFK� FRQVXPHUV� ZLOO� FKDQJH� WKHLU� FKRLFH� RI� VWRUHV�� DQG� DOVR

EHFDXVH� WKH\� DUH� LQFRPH� HODVWLF�SURGXFWV�� �7KH�SHU� FDSLWD� LQFRPH�RI� VKRSSHUV� FDQ� EHVW� EH� JDXJHG�E\� WKH

VKDUH� RI� ))9V� LQ� WKHLU� VKRSSLQJ� WUROOH\V��� 0RUHRYHU�� ))9� LV� �DV� \HW�� DW� OHDVW�� ODUJHO\� XQEUDQGHG�� KHQFH

SURYLGLQJ�UHWDLO�VWRUHV�ZLWK�WKH�DELOLW\�WR�ZKROO\�DSSURSULDWH�PDUNHWLQJ�UHQWV�UDWKHU�WKDQ�VKDULQJ�WKHVH�ZLWK

EUDQGHG�VXSSOLHUV��,W�KDV�WKXV�EHFRPH�D�VWUDWHJLF�VHFWRU�IRU�UHWDLOHUV�LQ�KLJK�LQFRPH�FRXQWULHV�

                                                
�� 8QOHVV� RWKHUZLVH� VWDWHG�� WKLV� GLVFXVVLRQ� LV� GUDZQ� IURP� 'RODQ�� +XPSKUH\� DQG� +DUULVV�3DVFDO�� ������� DQG

+XPSKUH\�DQG�2HWHU���������
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Table 3: The dynamic distribution of rents in four value chains

3ULPH�VRXUFH�RI�HFRQRPLF�UHQW6HFWRU /LQNV�LQ�YDOXH
FKDLQ 3DVW 3UHVHQW )XWXUH

,PSOLFDWLRQV�IRU�SURGXFWLRQ�DFWLYLWLHV

)UHVK� IUXLW
DQG
YHJHWDEOHV

6HHG�GHVLJQ

*URZLQJ

3RVW�KDUYHVW
SURFHVVLQJ

([SRUWLQJ

5HWDLOLQJ

*URZLQJ

:KROHVDOH

6HHG�GHVLJQ
DQG�QHZ
SURGXFW

GHYHORSPHQW

&RRUGLQDWLRQ
RI�YDOXH
FKDLQ

HIILFLHQF\

5HWDLO�FKDLQV

6HHG�GHVLJQ�
QHZ�SURGXFW
GHYHORSPHQW

*URZLQJ�FDSDELOLWLHV��FOLPDWLF�VSHFLILF��DUH
JHQHUDOLVHG�DQG�FRPSHWLWLRQ�KLJK

(FRQRPLF�UHQWV�LQ�LQWDQJLEOHV��VHHG�GHVLJQ�
JURZLQJ�SUDFWLFHV��SK\WR�VDQLWDU\�SUDFWLFHV�

HWF��

%DWWOH�EHWZHHQ�UHWDLO�FKDLQV�DQG�EUDQG�QDPHV
IRU�VKHOI�GRPLQDQFH

&DQQHG
GHFLGXRXV
IUXLW

6HHG�GHVLJQ

*URZLQJ

3RVW�KDUYHVW
SURFHVVLQJ

([SRUWLQJ

%X\HUV

5HWDLOLQJ

*URZHUV
LQ�6RXWK
$IULFD�DQG
$XVWUDOLD

:KROHVDOH

(XURSHDQ
DQG�86

JURZHUV�DQG
IUXLW�FDQQHUV

%X\HUV�DQG
H[SRUW�DJHQWV

%UDQG�QDPHV

%X\HUV

5HWDLO�FKDLQ
RZQ�EUDQGV

*URZLQJ�FDSDELOLWLHV��FOLPDWLF�VSHFLILF��DUH
JHQHUDOLVHG�DQG�FRPSHWLWLRQ�KLJK��LQWHQVH
FRPSHWLWLRQ�OHDGV�WR�IDOOLQJ�WHUPV�RI�WUDGH�
/RZ�EDUULHUV�WR�HQWU\�PHDQ�WKDW�UHQWV�DUH�ORZ

WKURXJKRXW�WKH�FKDLQ

:LWKLQ�LQGLYLGXDO�OLQNV��HFRQRPLF�UHQWV�DUH
LQFUHDVLQJO\�LQ�LQWDQJLEOHV��VHHG�GHVLJQ�

JURZLQJ�SUDFWLFHV��SK\WR�VDQLWDU\�SUDFWLFHV�
EUDQG�QDPHV�DQG�PDUNHWLQJ��

%DWWOH�EHWZHHQ�UHWDLO�FKDLQV�DQG�EUDQG�QDPHV
IRU�VKHOI�GRPLQDQFH

)RRWZHDU

/HDWKHU

'HVLJQ

$VVHPEO\

([SRUWLQJ

%X\HUV

5HWDLOLQJ

/HDWKHU

$VVHPEO\

'HVLJQ

%X\LQJ

5HWDLOLQJ

'HVLJQ

%X\LQJ

5HWDLOLQJ

'HVLJQ�LV�FULWLFDO�DV�LQFUHDVLQJ�FRPSHWLWLRQ�LQ
SURGXFWLRQ�IRUFHV�GHFOLQLQJ�WHUPV�RI�WUDGH

%X\HUV�SOD\�GRPLQDQW�UROH�LQ�JOREDO�VRXUFLQJ

%UDQG�QDPHV�RI�JURZLQJ�LPSRUWDQFH

$XWRPRWLYH
FRPSRQHQWV

5DZ�PDWHULDO
SURFHVVLQJ

'HVLJQ

)RUPLQJ

$VVHPEO\

([SRUWLQJ

2(0�XVHU

6SDUHV

'HVLJQ

)RUPLQJ

$VVHPEO\

'HVLJQ

&RRUGLQDWLRQ
RI�YDOXH
FKDLQ

6RPH�LQ
IRUPLQJ�DQG
DVVHPEO\

2(0�EUDQG
QDPH

'HVLJQ

&RRUGLQDWLRQ
RI�YDOXH�FKDLQ

2(0�EUDQG
QDPH

0DQXIDFWXULQJ�FRPSHWHQFHV�EHFRPH
ZLGHVSUHDG��JURZWK�RI�JOREDO�VRXUFLQJ��EXW
LQWHQVH�FRPSHWLWLRQ�OHDGV�WR�IDOOLQJ�WHUPV�RI

WUDGH��5HQW�DFKLHYHG�E\�PRYLQJ�WR�GLIIHUHQW�OLQNV�LQ
WKH�FKDLQ�

:LWKLQ�LQGLYLGXDO�OLQNV��HFRQRPLF�UHQWV�DUH
LQFUHDVLQJO\�LQ�LQWDQJLEOHV��GHVLJQ��NQRZOHGJH
LQSXWV�LQWR�SURGXFWLRQ��EUDQG�QDPHV�DQG

PDUNHWLQJ�

 )RU�))9�VHH�3DVFDO�+DULV�HW�DO���������DQG�+XPSKUH\�DQG�2HWHU����������)RU�&')��VHH�.DSODQ�DQG�.DSOLQVN\����������IRU�IRRWZHDU��VHH�6FKPLW]
�������DQG�6FKPLW]�DQG�.QRUULQJD����������IRU�DXWRV�DQG�FRPSRQHQWV��VHH�%DUQHV�DQG�.DSOLQVN\������D�DQG�����E���DQG�+XPSKUH\��������DQG
�������

6LQFH� WKLV� LV� D� VHFWRU�ZKHUH�SURGXFWLRQ� LQ� VRPH� FDVHV� LV� JHRJUDSKLFDOO\�ERXQGHG� IRU� FOLPDWLF� UHDVRQV�� DQG

ZKHUH� LW� LQYROYHV� ODUJH� LQSXWV� RI� UHODWLYHO\� XQVNLOOHG� ODERXU� �QRW� MXVW� LQ� JURZLQJ�� EXW� DOVR� LQ� VRUWLQJ� DQG

SDFNDJLQJ���LPSRUWV�LQWR�ILQDO�WHPSHUDWH�PDUNHWV�IURP�GHYHORSLQJ�FRXQWULHV�KDYH�EHHQ�JURZLQJ�UDSLGO\��)RU
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H[DPSOH��LPSRUWV�RI�+6�������SHDV�DQG�EHDQV��DQG�+6�������DUWLFKRNHV��DVSDUDJXV��PXVKURRPV�DQG�VZHHW

SHSSHUV��WR�WKH�(8�H[SDQGHG�E\�����SHU�FHQW�EHWZHHQ������DQG�������+XPSKUH\�DQG�2HWHU����������

%HIRUH�WKH�PDMRU�UHWDLOHUV�GRPLQDWHG�WKH�PDUNHW�IRU�))9V��JURZHUV�DQG�ZKROHVDOHUV�WHQGHG�WR�RSHUDWH

LQ� D� QHDU�SHUIHFW� PDUNHW� RI� DUPV�OHQJWK� UHODWLRQVKLSV�� 3ULFH� ZDV� WKH� PDMRU� GHWHUPLQDQW� RI� PDUNHW� VKDUH�

JRYHUQHG�E\�VHDVRQDO�DYDLODELOLW\��%XW��RQFH�WKHVH�ODUJH�UHWDLOHUV�EHJDQ�WR�PDUNHW�))9�VHULRXVO\��WKH\�EHJDQ�WR

LPSRVH� QHZ� FULWLFDO� VXFFHVV� IDFWRUV� RQ� WKH� LQGXVWU\� ²� TXDOLW\� �ZKLFK� ZDV� SULPH��� FRQVLVWHQF\� RI� SURGXFW�

UHOLDELOLW\� RI� VXSSO\� �LQFUHDVLQJO\� PHDQLQJ� \HDU�URXQG� DYDLODELOLW\� DFKLHYHG� E\� JOREDO� VRXUFLQJ��� SULFH�� DQG

FRQIRUPDQFH� WR� H[WHUQDO� KHDOWK� DQG� HQYLURQPHQWDO� VWDQGDUGV�� 7KHVH� SRVHG� ZKROO\� QHZ� FKDOOHQJHV� WR

JURZHUV��SDUWLFXODUO\� WKRVH� LQ�GHYHORSLQJ�FRXQWULHV�ZKR�ZHUH�XQXVHG� WR� WKH�FULWLFDO� VXFFHVV� IDFWRUV� LQ�KLJK

LQFRPH�PDUNHWV�

7KHVH� QHZ� FULWLFDO� VXFFHVV� IDFWRUV�� FRPELQHG� ZLWK� WKH� GHYHORSPHQW� RI� SURGXFWLRQ� LQ� ORFDOHV� GLVWDQW

IURP� WKH� ILQDO�PDUNHW��PHDQW� WKDW� WKH� UROH� SOD\HG� E\�ZKROHVDOHUV�ZKR� WUDGLWLRQDOO\� VRXUFHG� VXSSOLHV� IURP

UHJLRQV�SUR[LPDWH�WR�ILQDO�PDUNHWV�DQG�ZKR�RSHUDWHG�DW�DQ�DUPV�OHQJWK�IURP�JURZHUV��EHJDQ�WR�EH�HURGHG�

7KHLU�IXQFWLRQV�FDPH�WR�EH�SOD\HG�E\�D�FRPELQDWLRQ�RI�WZR�SDUWLHV��([SRUW�DJHQWV�LQ�WKH�SURGXFLQJ�FRXQWULHV

DVVXUHG�DQG�PRQLWRUHG�VXSSOLHV��DQG� ¶FDWHJRU\�PDQDJHUV·� �WKDW� LV�� LPSRUWHUV�� LQ�WKH�EX\LQJ�FRXQWULHV� OLDLVHG

ZLWK� UHWDLOHUV� DQG� H[SRUW� DJHQWV� �DQG� VRPHWLPHV� ZLWK� ODUJH� SURGXFHUV��� %XW� WKH� LQFUHDVLQJ� DYDLODELOLW\� RI

UHOLDEOH�DQG�KRPRJHQHRXV�VXSSOLHV�KDV� LQ�UHFHQW�\HDUV�DOVR�SODFHG�D�SUHPLXP�RQ�WKH�GHYHORSPHQW�RI�QHZ

SURGXFWV�DQG�QHZ�YDULHWLHV��)RU�H[DPSOH��LQ�WKH�HDUO\�����V��HDUO\�VHDVRQ�VDODG�WRPDWRHV�DQG�QHZ�SRWDWRHV

SURGXFHG� LQ� &\SUXV� FRPPDQGHG� SUHPLXP� SULFHV�� ,Q� DQRWKHU� H[DPSOH�� ,VUDHOL� VFLHQWLVWV� GHYHORSHG� ��

YDULHWLHV�RI�ORRVH�VNLQ�FLWUXV�SURGXFWV��,Q�VRPH�FDVHV��WKLV�SURFHVV�RI�QHZ�SURGXFW�GHYHORSPHQW�ZDV�GLYRUFHG

IURP� SURGXFWLRQ� LWVHOI�� $OWKRXJK� ,VUDHOL� VHHG� VFLHQWLVWV� GHYHORSHG� QHZ� VWUDLQV� RI� WRPDWRHV�� LQVWHDG� RI

JURZLQJ�WKHVH�YHJHWDEOHV�WKHPVHOYHV��LQ�D�UHJLRQ�ZLWK�D�VLJQLILFDQW�ZDWHU�VKRUWDJH���WKH\�PDGH�WKHLU�UHWXUQV

E\�VHOOLQJ�WKH�VHHGV�WR�0RURFFDQ�DQG�6SDQLVK�JURZHUV�

:KR� SURYLGHV� JRYHUQDQFH� LQ� WKLV� YDOXH� FKDLQ"�'ULYHQ� E\� WKH� VHDUFK� IRU� FRPSHWLWLYH� DGYDQWDJH� DQG

SUHVVXUHV�IURP�1*2V�DQG�WKH�UHJXODWRU\�DXWKRULWLHV��WKH�UHWDLOHUV�VHW�WKH�VWDQGDUGV��¶OHJLVODWLYH�JRYHUQDQFH·�

DQG�GHPDQG�WKDW�FRPSOLDQFH�EH�DXGLWHG�E\�WKH�FDWHJRU\�PDQDJHUV��ZKR�LQ�WXUQ�PDNH�VLPLODU�GHPDQGV�RI�WKH

H[SRUW� DJHQWV� ORFDWHG� LQ� SURGXFLQJ� FRXQWULHV� �¶MXGLFLDO� JRYHUQDQFH·��� 7KH� SURDFWLYH� JRYHUQDQFH� IXQFWLRQV

�¶H[HFXWLYH� JRYHUQDQFH·�� DUH� H[HUFLVHG� E\� D� FRPELQDWLRQ� RI� GHYHORSLQJ� FRXQWU\�EDVHG� H[SRUWHUV�� DQG� WKH

FDWHJRU\�PDQDJHUV�EDVHG�LQ�ILQDO�PDUNHWV��%XW��HIIHFWLYH�H[HFXWLYH�JRYHUQDQFH�UHTXLUHV�DQ�DFWLYH�SUHVHQFH�LQ

ERWK�ILQDO�SURGXFW�PDUNHWV�DQG�LQ�VRUWLQJ�DQG�SDFNDJLQJ�LQ�WKH�JURZLQJ�FRXQWULHV��+HQFH�WKHUH�LV�D�JURZLQJ

WHQGHQF\�IRU�HTXLW\�OLQNV�DFURVV�WKHVH�YDULRXV�OLQNV�LQ�WKH�YDOXH�FKDLQ��DQG�D�QXPEHU�RI�GHYHORSLQJ�FRXQWU\

SURGXFHUV� DQG� H[SRUW� DJHQWV� KDYH� EHJXQ� WR� HVWDEOLVK� D� SUHVHQFH� LQ� PDMRU� FRQVXPLQJ� FRXQWULHV� �DV� KDV

RFFXUUHG�LQ�FDQQHG�GHFLGXRXV�IUXLW��DV�ZH�VKDOO�VHH�EHORZ��

1HYHUWKHOHVV��GHVSLWH�WKH�UHQWV�DFFUXLQJ�WR�SURGXFW�GHYHORSPHQW��WKH�OLRQ·V�VKDUH�RI�UHZDUGV��DV�ZH�FDQ

VHH� IURP�7DEOH� ��� FRQWLQXH� WR� EH� UHDOLVHG� LQ� WKH�PDUNHWLQJ� HQG�RI� WKH� FKDLQ�� 7KDW� LV�� WKH\� DUH� ORFDWHG� LQ

                                                
�� %\�FRPSDULVRQ��LPSRUWV�RI�ZRRGHQ�IXUQLWXUH��VDLG�WR�EH�D�UHODWLYHO\�UDSLGO\�JURZLQJ�H[SRUW�LWHP�IURP�GHYHORSLQJ

FRXQWULHV��RQO\�JUHZ�E\����SHU�FHQW�LQ�WKH�VDPH�SHULRG�
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UHWDLOLQJ�ZKHUH�WKH�PDUJLQV�DFFRXQW�IRU�PRUH�WKDQ�D�TXDUWHU�RI�WRWDO�SURGXFW�SULFH��FRPSDUHG�WR����SHU�FHQW

JRLQJ�WR�SURGXFHUV�LQ�WKH�FDVH�RI�=LPEDEZHDQ�PDQJHWRXW��

Table 4: Cost structure of African FFV exports to the UK

2QH�WRQQH�H[SRUW�ORW�RI�PDQJHWRXW
IURP�=LPEDEZH

([SRUW�RI�IUHVK�YHJHWDEOHV�IURP
.HQ\D

6WDJH 3ULFH�SHU
WRQQH����

��RI�ILQDO�SULFH ��RI�ILQDO�SULFH

3URGXFHU ��� ���� ����

([SRUWHU ��� ���

3DFNDJLQJ ��� ��� ����

$LU�IUHLJKW�DQG
KDQGOLQJ�D�

���� ���� ����

727$/�&,)�IURP
$IULFD

���� ���� ����

,PSRUWHU�FKDUJHV�DQG
FRPPLVVLRQ

����E� ���� ���

6XSHUPDUNHW

6WRFNRXW�F�

2WKHU�FRVWV

0DUN�XS

���

���

����

����

���

����

����

7RWDO�SULFH ���� ����� ���

1RWH�

�D�� :KLOH�WKH�DLU�IUHLJKW�FKDUJHV�PLJKW�DSSHDU�KLJK��WKH\�PDWFK�WKRVH�IRU�WKH�*DPELD�LQ�WKH�HDUO\�����V��,Q�WKLV�FDVH��DLU�IUHLJKW�FRVWV�FDPH�WR����
RI�WKH�WRWDO�&,)�H[SRUW�FRVW��

�E�� ,QFOXGHV�DLUSRUW�KDQGOLQJ��WUDQVSRUW�DQG�VWRUDJH�LQ�8.��DV�ZHOO�DV�LPSRUWHU·V��L�H��FDWHJRU\�PDQDJHU��FRPPLVVLRQ��,Q�WKH�.HQ\DQ�H[DPSOH�WKH
8.�DLUSRUW�FRVWV�PD\�EH�LQFOXGHG�LQ�WKH�¶DLU�IUHLJKW�DQG�KDQGOLQJ·�FDWHJRU\�

�F�� ,QFOXGHV�ORVVHV�IURP�XQVROG�SURGXFH��HWF�

6RXUFH��'RODQ��+XPSKUH\�DQG�+DUULVV�3DVFDO�������

+HQFH��ZH�FDQ�REVHUYH�D�VKLIWLQJ�LQFLGHQFH�RI�UHQW�LQ�WKLV�FKDLQ�²�IURP�SURGXFWLRQ��WR�SURGXFW�GHYHORSPHQW�

YDOXH�FKDLQ�FRRUGLQDWLRQ�DQG�PDUNHWLQJ��%XW� LI�EDUULHUV�WR�HQWU\�FRQWLQXH�WR�EH�HURGHG�DW�YDULRXV�SRLQWV� LQ

WKH�FKDLQ�� WKHQ� LW� LV�SRVVLEOH� WKDW�))9V�ZLOO�EHFRPH�D�FRPPRGLW\� LQ� WKH� VDPH�ZD\�DV� WHD� DQG�FRIIHH��7KH

VWUHQJWK�RI�WKHVH�EDUULHUV�WR�HQWU\� LV�DV�\HW�XQWHVWHG� LQ�VRPH�NH\�GRPDLQV��EXW�ZKDW� LV�FOHDU�� LV� WKDW�PHUHO\

JURZLQJ�FURSV�LV�XQOLNHO\�WR�SURYLGH�VXEVWDQWLDO�UHZDUGV��7KH�NH\�FKDOOHQJH�FRQIURQWLQJ�GHYHORSLQJ�FRXQWU\

SURGXFHUV�WU\LQJ�WR�LQFUHDVH�WKHLU�VKDUH�RI�UHWXUQV�IURP�WKLV�YDOH�FKDLQ�LV�WR�UDSLGO\�GHYHORS�WKH�FDSDFLW\�WR

GHYHORS�QHZ�YDULHWLHV�DQG�WR�FRRUGLQDWH�SURGXFWLRQ�DQG�ORJLVWLFV�DORQJ�WKH�FKDLQ�

6R�PXFK�IRU�WKH�LQWHU�FRXQWU\�GLVWULEXWLRQ�RI�UHWXUQV��%XW�ZKDW�RI�WKH�LQWUD�QDWLRQDO�VSUHDG�RI�LQFRPHV

LQ� WKLV� VHFWRU"� 7KH� HYLGHQFH� VXJJHVWV� WKDW� WKH� QDWXUH� RI� WKH� QHZ� FULWLFDO� VXFFHVV� IDFWRUV� LQ� ILQDO� PDUNHWV

UHTXLUHV�WUDFHDELOLW\�ZLWK�UHJDUG�WR�SK\WR�VDQLWDU\�VWDQGDUGV��0RUHRYHU��WKH�ODUJH�VFDOH�VRUWLQJ�DQG�SDFNDJLQJ

IDFLOLWLHV�DQG�WKH�QHHG�WR�HQVXUH�UHIULJHUDWLRQ�DQG�H[SHGLWLRXV�KDQGOLQJ�RI�DLU�IUHLJKWHG�H[SRUWV��LQYROYHV�VFDOH

HFRQRPLHV� LQ� SRVW�KDUYHVWLQJ� DFWLYLWLHV�� %RWK� RI� WKHVH� IDFWRUV� FRQVWUDLQ� WKH� UROH� ZKLFK� FDQ� EH� SOD\HG� E\
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VPDOOKROGHU� IDUPHUV�DQG�60(V� LQ� WKH�SURFHVVLQJ�DQG�H[SRUWLQJ� OLQNV� LQ� WKH�FKDLQ��$OUHDG\� WKH� WHQ� OHDGLQJ

H[SRUWHUV�DFFRXQW�IRU����SHU�FHQW�RI�.HQ\D·V�))9�H[SRUWV��DQG�WKH�IRXU�ODUJHVW�ERXJKW�OHVV�WKDQ����SHU�FHQW

RI�WKHLU�VXSSOLHV�IURP�VPDOO�IDUPV��=LPEDEZH�LV�HYHQ�PRUH�FRQFHQWUDWHG�²� WKH�RQO\� WZR�RI� WKH� ODUJHVW�VL[

H[SRUWHUV�ZKLFK�XWLOLVHG�SURGXFH�IURP�VPDOO�IDUPHUV�DFTXLUHG�OHVV�WKDQ����SHU�FHQW�IURP�WKLV�VRXUFH�

,QVRIDU� DV� WKH� VSUHDG� RI� LQFRPHV� LV� FRUUHODWHG� ZLWK� VFDOH�� WKLV� VXJJHVWV� WKDW� SDUWLFLSDWLQJ� LQ� JOREDO

PDUNHWV�UHLQIRUFHV�LQHTXLWLHV�LQ�LQFRPH�GLVWULEXWLRQ��%XW�WKH�OLQN�EHWZHHQ�VFDOH�DQG�LQFRPH�GLVWULEXWLRQ�DQG

WKH�LQGLUHFW�HIIHFWV�RI�SURGXFLQJ�IRU�JOREDO�PDUNHWV�DUH�FRPSOH[�SUREOHPV��7KH\�UHTXLUH�WKH�DQDO\VLV�WR�IRFXV

LQWHU� DOLD� RQ� WKH� LQWUD�KRXVHKROG� GLVWULEXWLRQ� RI� LQFRPH�� WKH� GLVWULEXWLRQ� RI� GLIIHUHQW� DVVHWV� ZLWKLQ� WKH

KRXVHKROG�� WKH� FRQVXPSWLRQ� EDVNHW� RI� WKRVH� HPSOR\HG� LQ� WKH� YDOXH� FKDLQ�� DQG� WKH� RSSRUWXQLW\� FRVW� RI

UHVRXUFHV�GHYRWHG�WR�WKH�SURGXFWLRQ�DQG�SURFHVVLQJ�RI�))9V����,W�LV�WKXV�WRR�HDUO\�WR�MXGJH�ZKDW�WKH�LPSDFW

RI�JOREDOLVDWLRQ�ZLOO�EH�RQ�WKH�LQWUD�FRXQWU\�GLVWULEXWLRQ�RI�LQFRPH�LQ�ORZ�LQFRPH�SURGXFLQJ�FRXQWULHV�

�����&DQQHG�GHFLGXRXV�IUXLW ��

&')�LV�D�PRUH�SURFHVVHG�SURGXFW�WKDQ�))9��DQG�E\�VRPH�DFFRXQWV�LV�WKXV�DQ�LGHDO�VHFWRU�IRU�ORZ�LQFRPH

FRXQWULHV�WR�GLYHUVLI\� LQWR�DQG�WR� LQFUHDVH�WKHLU�VKDUH�RI� UHWXUQV� LQ� WKH�YDOXH�FKDLQ� �*LUYDQ���������<HW� WKH

UHWXUQV�DFFUXLQJ�WR�WKH�JURZHUV�������SHU�FHQW��DQG�WKH�UHWDLOHUV�LQ�WKH�ULFK�FRXQWULHV�������SHU�FHQW��DUH�QRW

GLVVLPLODU� WR� WKH� FDVH� RI� ))9� �7DEOH� ������ ,Q� WKH� SDVW�� EHIRUH� WKH� (8� SURYLGHG� VXSSRUW� IRU� (XURSHDQ

SURGXFHUV��WKH�PDMRU�VRXUFHV�RI�UHQW�ZHUH�WR�EH�IRXQG�LQ�WKH�JURZLQJ�DQG�FDQQLQJ�OLQNV�RI�WKH�YDOXH�FKDLQ�

)RU�WKLV�UHDVRQ��WKH�SULPDU\�OLHQ�RQ�YDOXH�FKDLQ�UHWXUQV�DFFUXHG�WR�SURGXFHUV�LQ�6RXWK�$IULFD�DQG�$XVWUDOLD�

ERWK� RI� ZKLFK� KDG� HIILFLHQWO\� RUJDQLVHG� DJUR�SURFHVVLQJ� LQGXVWULHV�� %XW� GXULQJ� WKH� ����V� WKH� (XURSHDQ

8QLRQ�EHJDQ�WR�SURYLGH�LQFUHDVLQJ�VXSSRUW�WR�WKH�GRPHVWLF�LQGXVWU\��ERWK�RQ�WKH�RXWSXW�VLGH��WKURXJK�WDULII

SURWHFWLRQ���DQG�YLD�VXEVLGLHV�WR�IUXLW�LQSXWV��7KXV��GHVSLWH�KDYLQJ�ERWK�ORZHU�FRVWV�RI�SURGXFWLRQ�DQG�KLJKHU

VWDQGDUGV� RI� TXDOLW\�� VRXWKHUQ� SURGXFHUV� ZHUH� LQFUHDVLQJO\� VTXHH]HG� RXW� RI� JOREDO� PDUNHWV� E\� (XURSHDQ

�SDUWLFXODUO\�*UHHN��SURGXFHUV��3URWHFWHG�LQ�WKH�(XURSHDQ�PDUNHW��WKH\�XVHG�WKHVH�WUDGH�SROLF\�UHQWV�WR�FURVV�

VXEVLGLVH�VDOHV�WR�WKLUG�PDUNHWV�VXFK�DV�-DSDQ�DQG�/DWLQ�$PHULFD��6LPLODUO\��86�IDUPHUV�DQG�FDQQHUV�ZHUH�DOVR

SURWHFWHG�E\�D�FRPELQDWLRQ�RI�WDULIIV�DQG�VSXULRXV�)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ�SK\WR�VDQLWDU\�VWDQGDUGV�

                                                
�� 7KHVH�DUH�WKH�VXEMHFW�RI�IXWXUH�UHVHDUFK�DW�WKH�,'6�
��� 7KLV�GLVFXVVLRQ�LV�GUDZQ�IURP�.DSODQ�DQG�.DSOLQVN\���������
�� 7KHVH� UHWXUQV� DUH� WR� VXSHUPDUNHW� RZQ� EUDQGV�� $V� ZH� VKDOO� VHH� ODWHU�� EUDQGHG� SURGXFWV� VHOO� DW� D� FRQVLGHUDEOH

SUHPLXP��,Q�WKH�FDVH�RI�WKHVH�EUDQGHG�JRRGV��WKH�VKDUH�RI�UHWXUQV�JRLQJ�WR�WKH�IUXLW�JURZHUV�DQG�SURFHVVRUV�DUH
VLJQLILFDQWO\�ORZHU�
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Table 5: Breakdown of canned peach value chain

6WDJH�LQ�YDOXH�FKDLQ &RQWULEXWLRQ�WR�ILQDO�SURGXFW�YDOXH����

:LWKLQ�6RXWK�$IULFD�

3HDFKHV

&DQV

6XJDU

&DQQLQJ

/DERXU

2WKHU��H�J��GHSUHFLDWLRQ��XWLOLWLHV��SURILW��LQWHUQDO�
WUDQVSRUW�

7RWDO�LQVLGH�6RXWK�$IULFD

����

����

���

����

���

���

����

2XWVLGH�6RXWK�$IULFD

6KLSSLQJ��GXWLHV��LQVXUDQFH��ODQGLQJ�FKDUJHV

,PSRUWHU·V�PDUJLQ

6XSHUPDUNHW�PDUJLQ

7RWDO�RXWVLGH�RI�6RXWK�$IULFD

����

���

����

����

6RXUFH��.DSODQ�DQG�.DSOLQVN\��������

+HQFH��FXUUHQWO\�� WZR�RI� WKH�SULPDU\�UHFLSLHQWV�RI� HFRQRPLF�UHQW� DUH� WKH�JURZHUV� DQG�FDQQHUV� LQ� WKH�KLJK

LQFRPH�FRXQWULHV��%XW�D�VHFRQG�LPSRUWDQW�OLHQ�RQ�YDOXH�FKDLQ�UHWXUQV�DFFUXHG�WR�WKH�KROGHUV�RI�EUDQG�QDPHG

SURGXFWV��,Q�WKLV�UHVSHFW��SURFHVVHG�GHFLGXRXV�IUXLWV�DUH�YHU\�GLIIHUHQW�IURP�))9��7KH�UHWDLO�FKDLQV�RIWHQ�VHOO

RZQ�EUDQG�FDQQHG�IUXLW�DW�D�ORVV��7KH\�WKXV�SD\�D�SUHPLXP�IRU�PDMRU�JOREDO�EUDQGHG�OLQHV�����SHU�FHQW���DQG

IRU�RWKHU�SURGXFHU�EUDQGHG�OLQHV�����SHU�FHQW���)DFHG�ZLWK�WKLV�GLVWULEXWLRQ�RI�UHWXUQV�IURP�WKH�YDOXH�FKDLQ�

6RXWK�$IULFDQ�SURGXFHUV��DWWHPSWHG�WR�PRYH�LQWR�WKHVH�JOREDOO\�EUDQGHG�LWHPV��EXW�ZLWK�OLPLWHG�VXFFHVV��2QH

RI� WKH� GRPHVWLF� SURGXFHUV� ERXJKW� WKH�'HO�0RQWH� EUDQG� QDPH�� EXW� WKLV�ZDV� RQO\� IRU�PDUNHWV� RXWVLGH� RI

(XURSH�DQG�1RUWK�$PHULFD�ZKHUH�WKH�EUDQG�QDPH�FDUULHG�OLWWOH�ZHLJKW��,Q�D�VHFRQG�FDVH��D�UR\DOW\�ZDV�SDLG

WR�D�PDMRU�EUDQGQDPH�KROGHU��EXW�WKLV�ZDV�VR� ODUJH�WKDW� LW�FRQVXPHG�DOO�RI�WKH�EUDQGQDPH�UHQW�ZKLFK�ZDV

JHQHUDWHG���,W�VKRXOG�EH�QR�VXUSULVH��EXW�WKH�FRQWHQWV�RI�WKHVH�EUDQG�QDPH�SURGXFWV�ZHUH�LGHQWLFDO�WR�WKRVH

RI�WKH�6RXWK�$IULFDQ�SURGXFHUV·�RZQ�EUDQGV��ZKLFK�VROG�DW�D�GLVFRXQW�RI����SHU�FHQW��

*RYHUQDQFH�LQ�WKLV�FKDLQ�LV�UHODWLYHO\�VLPSOH��¶/HJLVODWLYH�JRYHUQDQFH·�LV�SHUIRUPHG�E\�WKH�ILQDO�SURGXFW

UHWDLOHUV� ZKR� GHWHUPLQH� WKH� VWDQGDUGV� ZKLFK� QHHG� WR� EH� PHW�� LQIRUPHG� E\� QDWLRQDO� OHJLVODWLRQ� GHILQLQJ

SURGXFW�VWDQGDUGV��7KH�DXGLWLQJ�RI�WKHVH�VWDQGDUGV�²�¶MXGLFLDO�JRYHUQDQFH·�²�LV�SHUIRUPHG�E\�D�FRPELQDWLRQ

RI�VXSHUPDUNHW� UHSUHVHQWDWLYHV�ZKR�YLVLW�SURGXFHUV��DQG� WKH� ¶FDWHJRU\�PDQDJHUV·�� WKDW� LV� WKH� LPSRUW� DJHQWV

ZKR�PDQDJH�WKH�SURYLVLRQ�RI�SURGXFWV�WR�WKH�VXSHUPDUNHWV�DQG�ZKR��WRJHWKHU�ZLWK�WKH�VXSHUPDUNHWV�VHDUFK
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IRU�QHZ�VRXUFHV�RI�VXSSO\�� ¶([HFXWLYH�JRYHUQDQFH·�²�DVVLVWLQJ�VXSSOLHUV�WR�PHHW�WKH�UHTXLUHG�VWDQGDUGV�²� LV

SURYLGHG�WR�WKH�FDQQHUV�E\�WKH�VXSHUPDUNHWV��DQG�WR�IUXLW��WLQ�DQG�VXJDU�VXSSOLHUV�E\�WKH�FDQQHUV�WKHPVHOYHV�

+RZHYHU��WKHVH�DFWV�RI�H[HFXWLYH�JRYHUQDQFH�DUH�JHQHUDOO\�PRGHVW�LQ�QDWXUH�

7KH� DELOLW\� RI� D� QDWLRQDO� HFRQRP\� EDVHG� LQGXVWU\� WR� FRPSHWH� LV� KHDYLO\� DIIHFWHG� E\� WKH� V\VWHPLF

HIILFLHQF\�RI�WKRVH�SDUWV�RI�WKH�YDOXH�FKDLQ�ZKLFK�DUH�ZLWKLQ�WKH�HFRQRP\��$V�ZH�FDQ�VHH�IURP�7DEOH���IURP

WKH� EUHDNGRZQ� RI� YDOXH� DGGHG� LQ� 6RXWK�$IULFDQ�&')�� WKH� FDQQLQJ� OLQN·V� FRQWULEXWLRQ� WR� RYHUDOO� SURGXFW

YDOXH�DGGHG�������SHU�FHQW��LV�RQO\�MXVW�DERYH�WKDW�DGGHG�E\�SHDFKHV�������SHU�FHQW��DQG�WKH�SURGXFWLRQ�RI

FDQV� ������ SHU� FHQW��� 2QH� URXWH� RSHQ� WR� WKH� &')� LQGXVWU\�� ZKLFK� ZDV� H[SHULHQFLQJ� YHU\� ORZ� OHYHOV� RI

SURILWDELOLW\�LQ�WKH�IDFH�RI�(XURSHDQ�VXEVLGLHV��ZDV�WR�HQKDQFH�WKH�V\VWHPLF�HIILFLHQF\�RI�WKH�FKDLQ��+RZHYHU�

ORZ� OHYHOV�RI�WUXVW�DQG�FRRSHUDWLRQ�²�HQGHPLF� WR� WKH�$SDUWKHLG�HUD�²�PHDQW� WKDW� DFKLHYLQJ� WKHVH�V\VWHPLF

JDLQV�ZDV�H[WUHPHO\�GLIILFXOW��7KLV�VXUIDFHG�LQ�LQHIILFLHQFLHV�EHWZHHQ�DOO�OLQNV�LQ�WKH�FKDLQ�²�EHWZHHQ�JURZHUV

DQG� FDQQHUV�� EHWZHHQ� VWHHO� SURGXFHUV� DQG� FDQ�PDNHUV�� EHWZHHQ� FDQ�PDNHUV� DQG� FDQQHUV�� DQG� EHWZHHQ

FDQQHUV�DQG�VXJDU�PDQXIDFWXUHUV����7KHVH�VXE�RSWLPDO�LQWHU�ILUP�OLQNV�RFFXUUHG�GHVSLWH�DWWHPSWV�EHLQJ�PDGH

ZLWKLQ� HDFK� RI� WKH� OLQNV� WR� LPSURYH� LQWHUQDO� HIILFLHQF\�� \HW� WKH� JDLQV� WR� HQKDQFHG� LQWHU�ILUP� OLQNV� IDU

RXWZHLJKHG� WKH� EHQHILWV� DFFUXLQJ� WR� LQWUD�ILUP� LPSURYHPHQWV�� 6LPLODUO\�� WKHUH� ZDV� FRQVLGHUDEOH� VFRSH� IRU

HQKDQFHG� LQWHU�ILUP� KRUL]RQWDO� OLQNDJHV�� SDUWLFXODUO\� EHWZHHQ� WKH� FDQQLQJ� ILUPV�� )RU� H[DPSOH�� HDFK� ILUP

UHPDUNHG� WKDW� LI� RQO\� WKH\� SUHVHQWHG� D� XQLWHG� IURQW� WR� WKH� JOREDO�EX\HUV� WKH\�ZRXOG� EH� DEOH� WR� DFKLHYH� D

JUHDWHU� VKDUH� RI� YDOXH� FKDLQ� UHWXUQV�� LQVWHDG� WKHLU� ULYDOU\� DOORZHG� WKH� EX\HUV� WR� SOD\� RQH� ILUP� RII� DJDLQVW

DQRWKHU�

7KHUH� DUH� VLJQV� WKDW� LQ� WKH� IXWXUH�� UHQWV� LQ� WKLV� FKDLQ� DUH� OLNHO\� WR� EH� HURGHG�� ZLWK� IHZ� LQGXVWU\

SDUWLFLSDQWV�VXVWDLQLQJ�KLJK�LQFRPH�OHYHOV��'HVSLWH�WKH�KLFFXS�DW�WKH�6HDWWOH�WUDGH�URXQG�WDONV��WKH�WUDGH�SROLF\

UHQWV�ZKLFK�EXWWUHVV�KLJK�SURGXFHU�LQFRPHV�LQ�(XURSH�DQG�1RUWK�$PHULFD�DUH�DOPRVW�FHUWDLQO\�JRLQJ�WR�EH

HURGHG��0RUHRYHU��PDQ\�ORFDOHV�LQ�WKH�ZRUOG�DUH�VXLWDEOH�IRU�JURZLQJ�GHFLGXRXV�IUXLW��0DUNHWLQJ�UHQWV��WRR�

DUH�XQGHU� WKUHDW�ZLWK�WKH�JURZWK�RI�VXSHUPDUNHW�FRQFHQWUDWLRQ� LQ�PDMRU�PDUNHWV��DQG� WKH�GHYHORSPHQW�RI

VXSHUPDUNHW�RZQ�EUDQGV�LQ�D�SULFH�HODVWLF�PDUNHW��,W�LV�VLJQLILFDQW�WKHUHIRUH��WKDW�WZR�RI�6RXWK�$IULFD·V�ODUJHVW

IUXLW�PDQXIDFWXUHUV�DUH�LQFUHDVLQJO\�PRYLQJ�LQWR�JOREDO�VRXUFLQJ�DQG�GLVWULEXWLRQ��DQG�KDYH�ORFDWHG�RIILFHV�LQ

-HUVH\�DQG� WKH�8.�PDLQODQG�UHVSHFWLYHO\��DW� WKH� VDPH� WLPH�DV� WKH\�DUH� UHGXFLQJ� WKH�VL]H�RI� WKHLU�GRPHVWLF

SURFHVVLQJ�RSHUDWLRQV�

,Q�WHUPV�RI�VSUHDGLQJ�WKH�JDLQV�IURP�JOREDOLVDWLRQ��LW�LV�GRXEWIXO�WKDW�IXWXUH�GHYHORSPHQWV�ZLOO�LQFUHDVH

WKH�SURSRUWLRQ�RI�UHWXUQV�JRLQJ�WR� ORZ� LQFRPH�FRXQWULHV��7KH�PDMRU�GHYHORSPHQWV� LQ�WKH�VKDUH�RI�UHWXUQV

RYHU�SURGXFWLRQ�DQG�SURFHVVLQJ�LV�OLNHO\�WR�EH�D�VKLIW�IURP�PLGGOH�LQFRPH�FRXQWULHV�VXFK�DV�6RXWK�$IULFD�WR

ORZHU� LQFRPH� FRXQWULHV� VXFK� DV� &KLQD��:LWKLQ� WKHVH� HFRQRPLHV�� DQG� XQOLNH� ))9�� WKHUH� DUH� IHZ� LQWULQVLF

IDFWRUV�RQ�WKH�JURZLQJ�VLGH�ZKLFK�DIIHFW�WKH�VL]H�GLVWULEXWLRQ�RI�IDUPV��DOWKRXJK�VFDOH�LQWHQVLYH�FDQQLQJ��DQG

WKH� SURGXFWLRQ� RI� NH\� LQSXWV� VXFK� DV� FDQV� DQG� VXJDU�� DUH� OLNHO\� WR� UHPDLQ� LQ� WKH� KDQGV� RI� WKH� ODUJH�VFDOH

VHFWRU��7KHUH�VHHPV��WKHUHIRUH��OLWWOH�VFRSH�IRU�DPHOLRUDWLQJ�DGYHUVH�GLVWULEXWLRQDO�WUHQGV�²�ZLWKLQ�RU�EHWZHHQ

FRXQWULHV�²�LQ�WKH�&')�YDOXH�FKDLQ�

                                                
�� 6HH�.DSODQ�DQG�.DSOLQVN\��������������IRU�GHWDLOV�RI�WKHVH�LQWHU�OLQNDJH�ZHDNQHVVHV�
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���� �)RRWZHDU ��

7KH�JOREDO�IRRWZHDU�LQGXVWU\�FRPSULVHV�D�ODUJH�PL[�RI�PDUNHW�VHJPHQWV�DQG�SURGXFWV�PDGH�IURP�GLIIHUHQW

V\QWKHWLF� DQG�QDWXUDO�PDWHULDOV��%HLQJ� D� ODERXU�LQWHQVLYH� VHFWRU�� WKHUH�KDV�EHHQ� D� VLJQLILFDQW�GHFOLQH� LQ� WKH

VKDUH�RI�SURGXFWLRQ�DFFRXQWHG�IRU�E\�KLJK�LQFRPH�FRXQWULHV�LQ�UHFHQW�\HDUV��DQG�LQ�VRPH�NH\�HFRQRPLHV�VXFK

DV�*HUPDQ\�� WKH�8.� DQG� WKH�86��ZKDW�ZDV� RQFH� D� ODUJH� DQG� YLEUDQW� VHFWRU� KDV� VKUXQN� GUDPDWLFDOO\� DQG

FRQWLQXHV�WR�ORVH�SURGXFHUV�DQG�HPSOR\PHQW��<HW�WKLV�LV�QRW�WUXH�IRU�DOO�VKRH�SURGXFHUV��DQG�LQ�YDOXH�WHUPV�

WKH�JOREDO�OHDWKHU�VKRH�LQGXVWU\�FRQWLQXHV�WR�EH�KHDYLO\�LQIOXHQFHG�E\�SURGXFHUV�LQ�,WDO\��6SDLQ�DQG�3RUWXJDO�

7KHUH�FOHDUO\� UHPDLQ�UHQWV� WR�EH�UHDOLVHG� LQ�SURGXFWLRQ�� DV� LV� HYLGHQFHG�E\� WKH�FRQWLQXHG�SUHVHQFH�RI

,WDOLDQ�SURGXFHUV��+RZHYHU��WKH�SURGXFWLRQ�VNLOOV�LQYROYHG�DUH�KLJKO\�FUDIW�RULHQWHG��DQG�DUH�FORVHO\�DOOLHG�WR

WKH�GHVLJQ�VNLOOV�RI� WKH�,WDOLDQ� LQGXVWU\��7KXV�� LW�KDV�EHFRPH� LQFUHDVLQJO\�HYLGHQW� WKDW� DV�JOREDO�SURGXFWLRQ

VNLOOV�KDYH�GLIIXVHG�LQFUHDVLQJO\�ZLGHO\��VR�UHQWV�KDYH�FRPH�WR�EH�FRQFHQWUDWHG�LQ�GHVLJQ��EUDQGV��HVSHFLDOO\�LQ

VSRUWV� VKRHV�� DQG� EX\LQJ� VNLOOV�� %X\LQJ� DJHQWV� ²� PDQ\� RI� ZKRP� ZHUH� IRUPHUO\� PDQXIDFWXUHUV� EXW� ZHUH

IRUFHG�RXW�E\�JURZLQJ�FRPSHWLWLRQ�²�DUH�ODUJHO\�ORFDWHG�LQ�WKH�ILQDO�SURGXFW�PDUNHWV�DQG�KDYH�SOD\HG�D�NH\

UROH�LQ�FUHDWLQJ�WKH�FRPSHWLWLRQ�LQ�SURGXFWLRQ�ZKLFK�HURGHV�UHQWV�LQ�WKLV�OLQN�LQ�WKH�FKDLQ�

'XULQJ� WKH� ODWH� ����V� DQG� WKH� ����V�� %UD]LO� EHFDPH� D� PDMRU� SURGXFHU� RI� ZRPHQ·V� OHDWKHU� VKRHV�

DFFRXQWLQJ�IRU����SHU�FHQW�RI�JOREDO�VDOHV��%XW�%UD]LO·V� HQWU\� LQWR�JOREDO�PDUNHWV�ZDV�PHGLDWHG�E\� WKH�NH\

JRYHUQLQJ�UROH��WKDW�LV��H[HFXWLYH�JRYHUQDQFH��SOD\HG�E\�WKHVH�EX\HUV�LQ�SURYLGLQJ�GLUHFW�VXSSRUW�WR�ILUP�OHYHO

DQG� LQWHU�ILUP� XSJUDGLQJ�� 2QH� EX\HU� EHFDPH� SDUWLFXODUO\� LPSRUWDQW�� DFFRXQWLQJ� IRU� ��� SHU� FHQW� RI� DOO

%UD]LOLDQ� VKRH� H[SRUWV�� DQG� ��� SHU� FHQW� RI� DOO� 86� VDOHV� RI� ZRPHQ·V� OHDWKHU� VKRHV�� <HW�� IROORZLQJ� WKH

GHYHORSPHQW�RI�%UD]LO�DV�D�NH\�VRXUFH�RI�VXSSO\�GXULQJ�WKH�����V�DQG�WKH�����V��WKH�YHU\�VDPH�EX\HU�WKHQ

V\VWHPDWLFDOO\�FXOWLYDWHG�SURGXFWLRQ�FDSDELOLWLHV�LQ�&KLQD�LQ�WKH�����V��7KH�UHVXOW�ZDV�DQ�HURVLRQ�RI�LQFRPHV

LQ�%UD]LO�²�DV�ZH�KDYH�REVHUYHG�HDUOLHU��UHDO�ZDJHV�RI�VKRH�ZRUNHUV�IHOO�E\����SHU�FHQW�GXULQJ�WKH�����V�DQG

FRUSRUDWH�SURILWDELOLW\�ZDV�VTXHH]HG�GXULQJ�WKH�����V��'XULQJ�WKH�����V��SURGXFW�TXDOLW\�VWDQGDUGV�LQFUHDVHG

VXEVWDQWLDOO\��UHVSRQVLYHQHVV�WR�RUGHUV�LPSURYHG�VLJQLILFDQWO\�DQG�EDWFKHV�VL]HV�IHOO��\HW�WKHUH�ZDV�QR�LQFUHDVH

LQ�ILQDO�SURGXFW�SULFHV��*OREDO�EX\HUV��LQFOXGLQJ�WKLV�OHDG�86�EX\HU�ILUP��DUH�QRZ�FXOWLYDWLQJ�SURGXFWLRQ�LQ

9LHWQDP�DQG�RWKHU� ORZ�ZDJH�HFRQRPLHV��VR�WKDW� LI�DQG�ZKHQ�WKH\�EHQHILW� IURP�WKH� VDPH�SULYLOHJHG�0)1

WUDGH�VWDWXV�LQ�WKH�86��&KLQHVH�IRRWZHDU�SURGXFHUV�ZLOO�VXIIHU�IURP�WKH�VDPH�HURVLRQ�RI�UHWXUQV�

7KHVH� GHYHORSPHQWV� LOOXVWUDWH� WZR� LPSRUWDQW� HOHPHQWV� RI� YDOXH� FKDLQ� DQDO\VLV�� )LUVW�� WKH\� VKRZ� KRZ

FRPSHWLWLYH�FDSDELOLWLHV�FDQ�VLPXOWDQHRXVO\�EH�XSJUDGHG�DQG�GLIIXVHG�E\�NH\�YDOXH�FKDLQ�JRYHUQRUV��7KH\�DOVR

VKRZ�KRZ�UHQW�LV�G\QDPLF��VKLIWLQJ�QRW�RQO\�ZLWKLQ�SURGXFWLRQ�IURP�RQH�FRXQWU\�WR�DQRWKHU��EXW�DOVR�IURP

WKH�SURGXFWLRQ�WR�WKH�GHVLJQ��FRRUGLQDWLQJ�DQG�PDUNHWLQJ�OLQNV�LQ�WKH�FKDLQ��9DOXH�FKDLQ�DQDO\VLV�DOVR�VKRZV

KRZ� LQGLYLGXDO� OLQNV� FDQ� VXVWDLQ� WKH� EDUULHUV� WR� HQWU\� ZKLFK� PDLQWDLQ� WKHLU� DSSURSULDWLRQ� RI� YDOXH� FKDLQ

UHWXUQV��$V�6FKPLW]�DQG�.QRUULQJD�REVHUYH�� ¶>P@RVW� LQWHUYLHZHG�EX\HUV�VHHN� WR�FRQWURO� WKH�GHVLJQ�SURFHVV

OLPLWLQJ�WKH�SURGXFHUV·�SDUWLFLSDWLRQ�WR�PLQRU�LVVXHV�LQ�SURGXFW�VSHFLILFDWLRQ«>:@LWKRXW�WKHLU�RZQ�GHVLJQV�

SURGXFHUV�FDQQRW�HPEDUN�RQ�WKHLU�RZQ�PDUNHWLQJ�H[SHULPHQWV·��6FKPLW]�DQG�.QRUULQJD������������

%XW� DQ� DQDO\VLV�RI� WKH� IRRWZHDU� YDOXH� FKDLQ� LOOXVWUDWHV� D� WKLUG� GHYHORSPHQW��7KLV� LV�ZKDW�*HUHIIL� KDV

WHUPHG� ¶WULDQJOH�PDQXIDFWXULQJ·� �*HUHIIL�� ����D�� DQG�(UQVW�KDV� FDOOHG� ¶JOREDO�SURGXFWLRQ�QHWZRUNV·� �(UQVW�

                                                
�� 7KLV�GLVFXVVLRQ�LV�GUDZQ�IURP�6FKPLW]���������DQG�6FKPLW]�DQG�.QRUULQJD���������
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�������7KLV�GHVFULEHV�D�ZRUOG�LQ�ZKLFK�VKLIWLQJ�FRPSHWLWLYH�DGYDQWDJH�OHDGV�WR�D�VLWXDWLRQ�LQ�ZKLFK�SURGXFHUV

ZKR�DUH�IRUFHG�RXW�RI�WKH�PDUNHW�WKURXJK�FRPSHWLWLRQ��EHFRPH�JRYHUQRUV�IRU�SURGXFWLRQ�GHVWLQHG�IRU�WKLUG

PDUNHWV�� )RU� H[DPSOH�� LQ� ERWK� FORWKLQJ� DQG� IRRWZHDU�� 7DLZDQHVH� SURGXFHUV� ZKR� LQLWLDOO\� GLVSODFHG

PDQXIDFWXUHUV�LQ�1RUWK�$PHULFD�DQG�(XURSH��KDYH�WKHPVHOYHV�EHHQ�GLVSODFHG�E\�HYHQ�ORZHU�FRVW�SURGXFWLRQ

IURP�&KLQD��7KHLU� UHVSRQVH�KDV�EHHQ� WR�ZLQG�GRZQ� WKHLU�RZQ�PDQXIDFWXULQJ�RSHUDWLRQV� DQG�EHFRPH� WKH

LQWHUPHGLDULHV� ZKR� JRYHUQ� &KLQHVH� SURGXFWLRQ� FDSDELOLWLHV� DQG� FRQVLJQ� WKH� SURGXFWV� WR� ILQDO� PDUNHWV�� $

VLPLODU� UROH�ZDV� SOD\HG� E\�+RQJ�.RQJ� FORWKLQJ� HQWUHSUHQHXUV� LQ�0DXULWLXV�� DQG� LV� QRZ� WDNLQJ� SODFH�ZLWK

,WDOLDQ�VKRH�PDQXIDFWXUHUV�LQ�5RPDQLD�

)URP� WKH� LQWHU�FRXQWU\� GLVWULEXWLRQDO� SHUVSHFWLYH�� ZH� FDQ� REVHUYH� WKDW� ORZ� EDUULHUV� WR� HQWU\� LQ

SURGXFWLRQ�HQVXUH�WKDW�WUDGH�DFFHVV�SHUPLWWLQJ��SURGXFHUV�ZLOO�EH�IDFHG�ZLWK�D�V\VWHPDWLF�WUHQG�IRU�UHWXUQV�WR

IDOO�DV�EX\HUV�FXOWLYDWH�PDUNHWV�ZLWK�HYHU�ORZHU�ZDJHV��,W�LV�OLNHO\�WKDW�DV�LQ�WKH�FDVH�RI�WKH�WZR�IRRG�VHFWRUV

REVHUYHG�DERYH��UHWXUQV�ZLOO�LQFUHDVLQJO\�EH�FRQFHQWUDWHG�LQ�GHVLJQ�DQG�PDUNHWLQJ��DQG�LQ�VRPH�VXE�VHFWRUV

LQ�EUDQGLQJ��:LWK�UHJDUG�WR�LQWUD�FRXQWU\�GLVWULEXWLRQ��ORZ�FDSLWDO�FRVW�EDUULHUV�WR�HQWU\�SURYLGH�WKH�FDSDELOLW\

WR�LQFOXGH�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV�LQ�SURGXFWLRQ����%XW� LI� WKLV� LV�IRU� ODUJH�YROXPH�PDUNHWV�� WKLV

ZLOO�RQO\�RFFXU�LI�WKHUH�DUH�HIIHFWLYH�LQWUD�FRXQWU\�YDOXH�FKDLQ�FRRUGLQDWRUV��)URP�WKH�SROLF\�SHUVSHFWLYH��WKH

NH\�FDSDELOLW\�ZKLFK�QHHGV�VWUHQJWKHQLQJ�LV�GHVLJQ��D�SDWK�SXUVXHG�VXFFHVVIXOO\�E\�WKH�6SDQLVK�JRYHUQPHQW�LQ

WKH�HDUO\�����V��*RYHUQPHQWV��PD\�DOVR�EH�DEOH� WR�SOD\�D� UROH� LQ� WKH�HVWDEOLVKPHQW�RI�V\VWHPV�DQG�PDUNHW

VWUXFWXUHV�ZKLFK�LQFRUSRUDWH�VPDOO�VFDOH�SURGXFHUV�

�����$XWRPRELOH�FRPSRQHQWV ��

$Q�DXWRPRELOH�LV�DQ�DVVHPEO\�RI�PRUH�WKDQ�������GLVFUHWH�FRPSRQHQWV��+LVWRULFDOO\��ORZ�OHYHOV�RI�WUXVW�ZLWK

VXSSOLHUV�LQYROYHG�KLJK�WUDQVDFWLRQ�FRVWV��VR�HPSKDVLV�ZDV�JLYHQ�WR�WKH�LQWHUQDOLVDWLRQ�RI�SURGXFWLRQ�E\�WKH

DVVHPEOHUV�ZKR�DFFRXQWHG�IRU�DURXQG���²���SHU�FHQW�RI�WKH�WRWDO�YDOXH�RI�WKH�ILQDO�SURGXFW��0RUH�UHFHQWO\�

IROORZLQJ�RUJDQLVDWLRQDO�LQQRYDWLRQV�SLRQHHUHG�LQ�-DSDQ�ZKLFK�KDYH�IRVWHUHG�WUXVW�LQ�WKH�VXSSO\�FKDLQ��WKHUH

KDV�EHHQ�D�WHQGHQF\�WR�RXWVRXUFH�DQ� LQFUHDVLQJ�SURSRUWLRQ�RI�FRPSRQHQWV�� LQFOXGLQJ�WKH�DVVHPEO\�RI�VXE�

FRPSRQHQWV��,W�LV�QRW�DW\SLFDO�WKHUHIRUH�IRU�ILQDO�DVVHPEO\�SODQWV�WR�QRZ�DFFRXQW�IRU����SHU�FHQW�RU�OHVV�RI

ILQDO�SURGXFW�YDOXH�

9DULRXV� VWUDQGV� RI� FKDQJH� KDYH� FRPH� WRJHWKHU� LQ� UHFHQW� \HDUV� WR� DOWHU� WKH� SDWWHUQ� RI� WKHVH� VRXUFLQJ

DUUDQJHPHQWV��)LUVW��IURP�EHLQJ�DQ�DVVHPEO\�RI�KHDY\�PHWDO�SLHFHV�LQ�WKH�����V�DQG�����V�� WKH�DXWRPRELOH

KDV� EHFRPH� DQ� LQFUHDVLQJO\� WHFKQRORJ\�LQWHQVLYH� SURGXFW� ZKRVH� DVVHPEO\� RIWHQ� LQYROYHV� WKH� FRPSOH[

LQWHJUDWLRQ�RI�GLYHUVH�DXWRPDWLRQ�WHFKQRORJLHV��0RVW�DVVHPEOHUV�KDYH�WKHUHIRUH�FKRVHQ�D�SDWK�LQ�ZKLFK�WKH\

LQFUHDVLQJO\�FRQFHQWUDWH�RQ�WKH�RYHUDOO�GHVLJQ�DQG�V\VWHPV�LQWHJUDWLRQ�RI�WKH�SURGXFW�DQG�UHO\�RQ�WKHLU�FRUH

FRPSRQHQW�SURGXFHUV�WR�HQVXUH�WKDW�WKH�FRPSRQHQWV�LQYROYH�VWDWH�RI�WKH�DUW�WHFKQRORJLHV��ERWK�LQ�SURGXFW

DQG�GHVLJQ��$�VHFRQG�DQG�UHODWHG�GHYHORSPHQW�KDV�EHHQ�WKH�PRYH�WRZDUGV�PRGXODU�GHVLJQ�DQG�VXE�DVVHPEO\

LQ�ZKLFK�WKH�ILUVW�WLHU�VXSSOLHU�LV�H[SHFWHG�WR�LQFRUSRUDWH�D�UDQJH�RI�FRPSRQHQWV�LQWR�LWV�VXE�DVVHPEO\��VRPH

                                                
�� 7KHUH� DUH� DOWHUQDWLYH�PDUNHW� VWUXFWXUHV� LQ� WKLV� VHFWRU��ZKLFK� ODFNV�PDQ\�RI� WKH� VFDOH�LQWHQVLYH� FKDUDFWHULVWLFV� RI

RWKHU�VHFWRUV��,Q�WKH�PLG²����V��WKH�DYHUDJH�HVWDEOLVKPHQW�VL]H�RI�WKH�IRRWZHDU�VHFWRU�ZDV�����HPSOR\HHV�LQ�6RXWK
$IULFD�����LQ�WKH�8.�DQG����LQ�,WDO\��.DSOLQVN\�DQG�0DQQLQJ��������

�� 7KLV�GLVFXVVLRQ�LV�EDVHG�RQ�+XPSKUH\��������DQG�%DUQHV�DQG�.DSOLQVN\������D�DQG�����E��
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RI� ZKLFK� LW� PDQXIDFWXUHV� DQG� VRPH� RI� ZKLFK� LW� DFTXLUHV�� 7KLUG�� WKH� SDFH� RI� LQQRYDWLRQ� KDV� LQFUHDVHG

FRQVLGHUDEO\��7KLV�UHTXLUHV�D�SDUDOOHO�DUUDQJHPHQW�RI�GHVLJQ�DQG�HQJLQHHULQJ�DFWLYLWLHV�� LQ�ZKLFK�DVVHPEOHUV

DQG�YDULRXV�WLHUV�RI�VXSSOLHUV�ZRUN�VLPXOWDQHRXVO\�RQ�WKH�RYHUDOO�SURGXFW�DQG�LWV�FRPSRQHQWV��UDWKHU�WKDQ�LQ

WKH�SUHYLRXV�VHTXHQWLDO�DQG�DUPV�OHQJWK�SDWWHUQ��)RXUWK��QHZ�IRUPV�RI�LQWHUQDO�SURGXFWLRQ�IORZ�DQG�TXDOLW\

DVVXUDQFH�²� MXVW�LQ�WLPH�SURGXFWLRQ�²� LQYROYH� WKH�YHU\�FORVH� LQWHJUDWLRQ�RI� ORJLVWLFV�DQG�TXDOLW\�SURFHGXUHV

EHWZHHQ�DVVHPEOHUV�DQG�WKHLU�FRPSRQHQW�VXSSOLHUV��$QG��ILQDOO\��DOO�RI�WKLV�LV�WDNLQJ�SODFH�DJDLQVW�D�EDFNGURS

RI�WKH�JURZLQJ�OLEHUDOLVDWLRQ�RI�WUDGH�DQG�LQYHVWPHQW�IORZV�LQ�WKH�LQGXVWU\��DQG�ZLWK�DQ�DODUPLQJ�LQFUHDVH�LQ

JOREDO�RYHUFDSDFLW\�

$OO�RI�WKHVH�GHYHORSPHQWV�LQ�WKH�DXWR�LQGXVWU\�KDYH�SURIRXQG�LPSOLFDWLRQV�IRU�WKH�VRXUFLQJ�SROLFLHV�RI

WKH�DVVHPEOHUV��DQG�LQGHHG�IRU�ILUVW�WLHU�VXSSOLHUV�IURP�WKHLU�VHFRQG�WLHU�VXSSOLHUV��$�NH\�GHYHORSPHQW�LV�WKH

JURZWK�RI� JOREDO� VRXUFLQJ��$Q� DVVHPEOHU�ZLOO�ZRUN� FORVHO\�ZLWK� LWV� FRUH� VXSSOLHUV�RQ� WKH�GHVLJQ� RI� D� QHZ

YHKLFOH�� 7KLV� SURGXFW� ZLOO�� ZLWK� D� IHZ� PLQRU� PRGLILFDWLRQV�� EH� GHVWLQHG� IRU� JOREDO� RU� IRU� FURVV�QDWLRQDO

UHJLRQDO�PDUNHWV��2QFH�DQ�DJUHHG�GHVLJQ�RI�FRPSRQHQW�RU�VXE�DVVHPEOHG�FRPSRQHQWV�KDV�EHHQ�UHDFKHG�DW

VRXUFH��WKH�DVVHPEOHU�ZLOO�H[SHFW�WR�XVH�WKLV�GHVLJQ�LQ�LWV�JOREDO�RSHUDWLRQV��,Q�VRPH�FDVHV�WKLV�PD\�LQYROYH�DQ

DJUHHG� GHVLJQ� ZLWK� WZR� �DQG� RFFDVLRQDOO\� WKUHH�� FRPSRQHQW� VXSSOLHUV�� EXW� HYHQ� WKHQ� LW� ZLOO� EH� RQ� WKH

XQGHUVWDQGLQJ� WKDW� WKHVH�GHVLJQV�ZLOO� EH� XWLOLVHG� JOREDOO\��7KXV�� IRU� JOREDO� VRXUFLQJ� WR�ZRUN� HIIHFWLYHO\�� LW

UHTXLUHV�D�FRPSRQHQW�PDQXIDFWXUHU�WR�KDYH�DQ�LQFUHDVLQJO\�VLJQLILFDQW�GHVLJQ�DQG�WHFKQRORJLFDO�FDSDELOLW\�

%XW�LW�LV�QRW�MXVW�WKH�GHVLJQ�WKDW�WKH�DVVHPEOHU�KDV�WR�KDYH�FRQILGHQFH�LQ��,W�DOVR�QHHGV�WR�EH�DVVXUHG�WKDW

WKH�FRPSRQHQWV�ZKLFK�LW�LV�DFTXLULQJ�RQ�D�JOREDO�VFDOH�ZLOO�EH�SURGXFHG�DW�D�FRPSHWLWLYH�SULFH��ZLWK�DGHTXDWH

TXDOLW\��FRQIRUPDQFH�WR�VSHFLILFDWLRQ��7KH�DVVHPEOHUV��WKHUHIRUH��ZLOO�FRPPLW�WKHPVHOYHV�WR�JOREDO�VRXUFLQJ�WR

WKHLU�VXSSOLHUV��RQ�WKH�XQGHUVWDQGLQJ�WKDW�WKH�VXSSOLHUV�ZLOO�FRPPLW�WKHPVHOYHV�LQ�WXUQ�WR�IROORZHU�VXSSO\��7KDW

LV�� WKDW� WKH\� ZLOO� HVWDEOLVK� SODQWV� ORFDWHG� LQ� SUR[LPLW\� WR� DOO� WKH� VLJQLILFDQW� DVVHPEO\� RSHUDWLRQV� RI� WKHLU

FXVWRPHUV�ZKHQ�VFDOHV�SHUPLW��)DLOLQJ�WKHLU�DELOLW\�WR�HVWDEOLVK�DQG�PDQDJH�VXFK�D�GLYHUVH�JURXS�RI�DFWLYLWLHV�

WKH\�ZLOO�HLWKHU�ZRUN�LQ�MRLQW�YHQWXUHV�ZLWK�ORFDO�SDUWLHV��RU�OLFHQVH�WKHLU�WHFKQRORJ\�WR�FRPSRQHQW�SURGXFHUV�

7KH�SDWWHUQ�RI� JRYHUQDQFH� LQ� WKLV� YDOXH� FKDLQ� LV� RQH� LQ�ZKLFK� WKH�PDMRU� EX\HUV� ²� WKH� DVVHPEOHUV� LQ

UHJDUG�WR�WKH�ILUVW�WLHU�VXSSOLHUV��RU�WKH�ILUVW�WLHU�VXSSOLHUV�ZLWK�UHJDUG�WR�WKH�VHFRQG�WLHU�VXSSOLHUV�²�VHW�WKH

VWDQGDUGV� ZLWK� UHJDUG� WR� FRVW�� TXDOLW\�� GHOLYHU\�� SDUWLFLSDWLRQ� LQ� H�EXVLQHVV� EX\LQJ� V\VWHPV�� DQG� VR� RQ�

5HJXODWRU\�DXWKRULWLHV�PD\�DOVR�VHW�VWDQGDUGV��RIWHQ�SUHVVXULVHG�E\�FLYLO�VRFLHW\�RUJDQLVDWLRQV���IRU�H[DPSOH

ZLWK�UHJDUG�WR�UHF\FOLQJ�DQG�HPLVVLRQ�VWDQGDUGV��7KLV�LV�¶OHJLVODWLYH�JRYHUQDQFH·��7KH�VDPH�SDUWLHV�ZKR�VHW�WKH

VWDQGDUGV� JHQHUDOO\� PRQLWRU� FRQIRUPDQFH� WR� WKHVH� VWDQGDUGV� �¶MXGLFLDO� JRYHUQDQFH·��� 7KH� DELOLW\� ZKLFK

LQGLYLGXDO�OLQNV�LQ�WKH�FKDLQ�SRVVHVV�WR�PHHW�WKHVH�VWDQGDUGV�LV�WKH�VXEMHFW�RI�XSJUDGLQJ�LQSXWV�E\�D�UDQJH�RI

SDUWLHV� �¶H[HFXWLYH� JRYHUQDQFH·��� &ULWLFDOO\�� WKH� LQGXVWU\� QRZ� H[SHFWV� WKDW� ILUVW�WLHU� EX\HUV� ZLOO� XQGHUWDNH

UHVSRQVLELOLW\�WR�SURPRWH�VXSSO\�FKDLQ�OHDUQLQJ��HQVXULQJ�WKDW�SURGXFHUV�LQ�WKH�VHFRQG���WKLUG��DQG�IRXUWK�WLHU

GHYHORS�WKH�FDSDELOLWLHV�WR�PHHW�WKH�LQGXVWU\·V�FULWLFDO�VXFFHVV�IDFWRUV��%HVVDQW�HW��DO���������%XW�DVVLVWDQFH�LV

DOVR�SURYLGHG�E\�VSHFLDOLVHG�VHUYLFH�SURYLGHUV� LQ�WKLV� LQGXVWU\��RIWHQ� ORGJHG�LQ�WKH�FRQVXOWLQJ�DUPV�RI� ODUJH

LQWHUQDWLRQDO�DFFRXQWLQJ�ILUPV�

'HYHORSPHQWV� LQ� WKLV� JOREDO� YDOXH� FKDLQ� KDYH� D� QXPEHU� RI� LPSOLFDWLRQV� IRU� WKH� LQWHU�FRXQWU\

GLVWULEXWLRQ�RI� DFWLYLWLHV� DQG�RI� UHWXUQV��2Q� WKH�RQH�KDQG�� WKH�GHVLUH� WR� LQWHJUDWH� SURGXFWLRQ� VFKHGXOHV� LQ
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DVVHPEO\�ZLWK�WKRVH�LQ�FRPSRQHQW�PDQXIDFWXUH��DQG�WR�UHGXFH�WKH�FRVWV�RI�KROGLQJ�LQYHQWRULHV�LQ�WKH�YDOXH

FKDLQ�DV�D�ZKROH��KDV�PHDQW�WKDW�WKHUH�LV�FRQVLGHUDEOH�VFRSH�IRU�GHFHQWUDOLVHG�FRPSRQHQW�PDQXIDFWXUH��2Q

WKH�RWKHU�KDQG��WKH�JURZLQJ�FRQVROLGDWLRQ�RI�WKH�DVVHPEO\�LQGXVWU\��DQG�WKH�GHVLUH�WR�VWDQGDUGLVH�SURGXFWLRQ

LQ� D� OLPLWHG� QXPEHU� RI� GHVLJQV� �DOEHLW� ZLWK� VXSHUILFLDO� H[WHUQDO� PRGLILFDWLRQV�� KDV� PHDQW� WKDW� WKH� JOREDO

VWDQGDUGV� RI� NH\� EX\HUV� �¶MXGLFLDO� JRYHUQDQFH·�� DUH� EHFRPLQJ� LQFUHDVLQJO\� LPSRUWDQW�� 7KXV�� FRPSRQHQW

SURGXFHUV�QHHG�WR�EH�FRQQHFWHG�WR�ILQDO�EX\HUV��WR�EH�LQFRUSRUDWHG�ZLWKLQ�D�YDOXH�FKDLQ��EXW�LQ�RUGHU�WR�GR

VR��WKH\�KDYH�WR�XWLOLVH�JOREDO�GHVLJQV��7KH�FRQVHTXHQFH�RI�JOREDO�VRXUFLQJ�DQG�IROORZHU�VXSSO\�SROLFLHV�E\

WKH� DVVHPEOHUV� DQG� ILUVW� WLHU� VXSSOLHUV� KDV�PHDQW� WKH� HURVLRQ� RI� ORFDO� RZQHUVKLS� DQG� ORFDO� WHFKQRORJ\� LQ

GHYHORSLQJ�FRXQWULHV��,QWHUYLHZV�ZLWK�WKH�DVVHPEOHUV�LQ�6RXWK�$IULFD�VKRZ�WKH�H[WHQW�RI�WKLV�SUREOHP��)LJXUH

����,Q�%UD]LO��LQ�������RI�WKH�ODUJHVW����%UD]LOLDQ�FRPSRQHQW�PDQXIDFWXUHUV����ZHUH�ZKROO\�RU�PDMRULW\��ORFDO�

RZQHG��%\�WKH�HQG�RI������ILYH�RI�WKHVH�KDG�EHHQ�WDNHQ�RYHU�E\�IRUHLJQ�ILUPV��DQG�RQO\�RQH�RXW�RI�WKH���

ODUJHVW�VXSSOLHUV�UHPDLQHG�LQ�GRPHVWLF�RZQHUVKLS��+XPSKUH\�������

Figure 6: South African assemblers strategic perspectives on the ownership of component
suppliers
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:KHUH� GRHV� WKLV� OHDYH� ORZ� LQFRPH� FRXQWU\� SURGXFHUV� RI� DXWRPRELOH� FRPSRQHQWV"� ,Q� WHUPV� RI� WKH� LQWHU�

FRXQWU\�GLVWULEXWLRQ�RI�UHWXUQV�� LW�PHDQV�WKDW�WKH�GHVLJQ�DFWLYLWLHV� LQ� WKLV�YDOXH�FKDLQ�²�ZKHUH� WKH�UHQWV�DUH

LQFUHDVLQJO\� WR�EH� IRXQG�²� OLH� LQ� WKH� KDQGV�RI� D� GHFUHDVLQJ� QXPEHU� RI� JOREDO� FRPSRQHQWV�PDQXIDFWXUHUV�

7KHLU� FRUH� GHVLJQ� DFWLYLWLHV� DUH� EHLQJ� XQGHUWDNHQ� LQ� GHVLJQ� FHQWUHV� LQ� KLJK� LQFRPH� FRXQWULHV�� ZLWK� RQO\

SHULSKHUDO� GHVLJQ� DFWLYLWLHV� RFFXUULQJ� LQ� ORZ� LQFRPH� FRXQWULHV�� )URP� WKH� SHUVSHFWLYH� RI� LQGHSHQGHQW� ORZ

LQFRPH�FRXQWU\�FRPSRQHQW�VXSSOLHUV�� WKHUH�DUH�IHZ�DOWHUQDWLYHV�WR�WKLV�JOREDO�GLYLVLRQ�RI� ODERXU��7KH\�FDQ

HLWKHU�PDQXIDFWXUH�WR�WKH�GHVLJQV�RI�WKH�JOREDO�ILUVW��DQG�VHFRQG�WLHU�FRPSRQHQW�VXSSOLHUV��RU�SURGXFH�VSDUH

SDUWV� IRU� WKH� DIWHUPDUNHW�� %XW� WKLV�� WRR�� LV� KHDYLO\� GRPLQDWHG� E\� JOREDO� EUDQG� QDPHV� �ZKHUH� WKH� UHQW� LV

FRQFHQWUDWHG���7KH�XQEUDQGHG�DIWHUPDUNHW�LV�KLJKO\�FRPSHWLWLYH��RIWHQ�H[KLELWLQJ�ORZ�EDUULHUV�WR�HQWU\�DQG�LV

VXEMHFW� WR� JURZLQJ� FRPSHWLWLRQ� LQ� SURGXFWLRQ� DV� EX\HUV� V\VWHPDWLFDOO\� FXOWLYDWH� FRPSHWLWLRQ� IURP� QHZ

SURGXFHUV�� ,Q� UHJDUG� WR� WKH� LQWUD�FRXQWU\�GLVWULEXWLRQ�RI� UHWXUQV�� WKLV� LV� D� VHFWRU�ZLWK�GHFUHDVLQJ� VSDFH� IRU

60(V��LQVRIDU�DV�WKH\�PD\�EH�D�FRQGXLW�IRU�VSUHDGLQJ�WKH�JDLQV�IURP�SDUWLFLSDWLRQ�LQ�JOREDO�PDUNHWV���VR�WKDW

WKH�NH\�LQVWUXPHQW�RI�GLVWULEXWLRQ�LV�OLNHO\�WR�OLH�LQ�ZDJH�UDWHV��+HUH��RQ�WKH�RQH�KDQG��ZDJHV�LQ�WKLV�VHFWRU�DUH

JHQHUDOO\� UHODWLYHO\� KLJK� LQ� PRVW� FRXQWULHV� E\� FRPSDULVRQ� ZLWK� RWKHU� VHFWRUV�� RQ� WKH� RWKHU� KDQG�� WKH
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FRPSRQHQW�VHFWRU�LV�EHLQJ�VXEMHFW�WR�LQFUHDVLQJ�FRPSHWLWLRQ����DQG�LW�LV�SRVVLEOH�WKDW�WKH�SULYLOHJHG�VWDWXV�RI

WKHVH�ZRUNHUV�ZLOO�EH�HURGHG�RYHU�WLPH�

,Q�WKH�OLJKW�RI�WKHVH�GHYHORSPHQWV��+XPSKUH\�TXHVWLRQV�ZKHWKHU�SDUWLFLSDWLRQ�E\�GHYHORSLQJ�FRXQWULHV

LQ�WKLV�YDOXH�FKDLQ�UHSUHVHQWV�WKH�RSWLPDO�DOORFDWLRQ�RI�UHVRXUFHV

¶LW� LV� ZRUWK� DVNLQJ� ZKHWKHU� HIIRUWV� WR� SURPRWH� WKH� DXWR� LQGXVWU\� DUH� ZRUWKZKLOH�� 7KH� LQGXVWU\� LV

LQFUHDVLQJO\� GRPLQDWHG� E\� D� VPDOO� QXPEHU� RI� DVVHPEOHUV� DQG� FRPSRQHQW� PDQXIDFWXUHUV�� DQG

FRQFHQWUDWLRQ� LQ� WKH� FRPSRQHQWV� VHFWRU� LV� SURFHHGLQJ� UDSLGO\�� 7KH� LQFUHDVLQJ� ROLJRSROLVDWLRQ� RI� WKH

FRPSRQHQWV� LQGXVWU\� UDLVHV�EDUULHUV� WR�HQWU\�DQG�SODFHV�WKH�SRZHU�WR�GHYHORS�DQG�KDQGOH�FRPSRQHQW

QHWZRUNV� LQ� WKH� KDQGV� RI� WKH� OHDGLQJ� JOREDO� VXSSOLHUV�� 3RWHQWLDOO\�� WKLV� PDNHV� GHYHORSLQJ� FRXQWU\

FRPSRQHQW�PDQXIDFWXUHUV�YHU\�YXOQHUDEOH��7KH�SURWHFWLRQ�WKH\�UHFHLYH�IURP�FXUUHQW�WUDGH�UHJLPHV�DUH

OLNHO\� WR�GHFOLQH�� ,Q� WKHVH� FLUFXPVWDQFHV�� LW�PLJKW�EH�EHWWHU� WR� IRFXV� LQGXVWULDO� SURPRWLRQ� HIIRUWV� DQG

ILQDQFH�RQ�LQGXVWULHV�ZKLFK�RIIHU�D�FOHDUHU�XSJUDGLQJ�SDWK�WR�ORFDO�FRPSDQLHV·��+XPSKUH\������������

��� �&21&/86,216

7KH�REMHFWLYH�RI�WKLV�SDSHU�LV�WR�LOOXVWUDWH�KRZ�YDOXH�FKDLQ�DQDO\VLV�FDQ�FRQWULEXWH�WR�D�EHWWHU�XQGHUVWDQGLQJ

RI� WKH� GHWHUPLQDQWV� RI� LQWHU�� DQG� LQWUD�FRXQWU\� LQFRPH� GLVWULEXWLRQ�� DQG� FRQVHTXHQWO\� DOVR� WR� WKH

LGHQWLILFDWLRQ� RI� SROLFLHV�ZKLFK�PLJKW� LPSURYH� WKH� GLVWULEXWLRQDO� RXWFRPH� RI� FRXQWULHV·� LQVHUWLRQ� LQWR� WKH

JOREDO� HFRQRP\��:H�KDYH� DUJXHG� WKDW� D� IRFXV�RQ� WKUHH� HOHPHQWV�RI� YDOXH� FKDLQV� ²� WKH� G\QDPLFV� RI� UHQWV

ZLWKLQ� WKH�FKDLQ�� WKH�JRYHUQDQFH�RI� WKH�FKDLQV� DQG� WKHLU� WUDQVQDWLRQDO� V\VWHPLF�FKDUDFWHU�²� LV�QHFHVVDU\� WR

WXUQ�DQ�KHXULVWLF�FRQVWUXFW�LQWR�DQ�DQDO\WLFDO�WRRO�

,Q� WKH� SUHFHGLQJ� VHFWLRQ� ZH� SUHVHQWHG� D� QXPEHU� RI� FDVH�VWXGLHV� LOOXVWUDWLQJ� WKH� ZD\� LQ� ZKLFK� YDOXH

FKDLQV�²�XQGHUVWRRG�LQ�WKHLU�DQDO\WLFDO�VHQVH�²�FDQ�H[SODLQ�ZK\�VRPH�SDUWLHV�JDLQHG��DQG�VRPH�ORVW�IURP�WKH

JOREDOLVDWLRQ� RI� SURGXFWLRQ� DQG� H[FKDQJH�� 7KH\� FRQVHTXHQWO\� ZHUH� DEOH� WR� FRQWULEXWH� WR� DQ� H[SODQDWLRQ�

URRWHG� LQ� SURGXFWLRQ� DQG� H[FKDQJH� �UDWKHU� WKDQ� LQ� ILQDQFH� RU� RWKHU� VSKHUHV� RI� JOREDOLVDWLRQ��� RI�ZK\� WKH

JURZLQJ�JOREDO�VSUHDG�RI�HFRQRPLF�DFWLYLW\�KDV�QRW�EHHQ�DVVRFLDWHG�ZLWK�DQ�HTXLYDOHQW�VSUHDGLQJ�RI�WKH�JDLQV

IURP�WKLV�HFRQRPLF�DFWLYLW\�

%XW� FDQ� YDOXH� FKDLQ� DQDO\VLV� WHOO� XV� DERXW� WKH� SROLFLHV� ZKLFK� DUH� UHTXLUHG� WR� UHYHUVH� WKHVH� PDOLJQ

RXWFRPHV"�+HUH��WZR�NH\�LQVLJKWV�DUH�SURYLGHG�E\�YDOXH�FKDLQ�DQDO\VLV��)LUVW��JOREDO�SURGXFWLRQ�QHWZRUNV�DUH

EHFRPLQJ� LQFUHDVLQJO\� FRPSOH[� DQG� DUPV�OHQJWK� WUDGH� LV� LQFUHDVLQJO\� EHLQJ� FRQILQHG� WR� FRPPRGLWLHV�ZLWK

ORZ�UHWXUQV��$FFHVV�WR�KLJK�LQFRPH�\LHOGLQJ�DFWLYLWLHV�WKHUHIRUH�UHTXLUHV�SDUWLFLSDWLQJ�LQ�JOREDO�YDOXH�FKDLQV�

DQG�WKH�NH\�FKDOOHQJHV�DUH�WKXV�WR�LGHQWLI\�ZD\V�LQ�ZKLFK�SRRU�FRXQWULHV�DQG�SRRU�SURGXFHUV�FDQ�ERWK�HQWHU

WKHVH� FKDLQV�� DQG� SDUWLFLSDWH� LQ� ZD\V� ZKLFK� OHDG� WR� VXVWDLQDEOH� LQFRPH� JURZWK�� 6HFRQG�� WKH� DQDO\VLV� RI

JRYHUQDQFH�UHODWLRQV�ZKLFK�SHUPHDWH�YDOXH�FKDLQV�OHDGV�WR�WKH�LGHQWLILFDWLRQ�RI�WKH�PDMRU�LQVWLWXWLRQDO�DFWRUV�

                                                
��� 7KLV� LV� D� VHFWRU� VXEMHFW� WR� V\VWHPDWLF� ¶FRVW�GRZQ·� �WKDW� LV�� SULFH� UHGXFWLRQ�� SUHVVXUHV��0RVW� RIWHQ� WKLV� UHTXLUHV

DQQXDO�SULFH�GHFUHDVHV��LQ�UHDO�WHUPV��RI�PRUH�WKDQ���SHU�FHQW��LQ�YLUWXDOO\�DOO�SURGXFLQJ�UHJLRQV��%XW�LQ�VRPH�FDVHV
�VXFK� DV� WKH�8.� LQ� WKH� FXUUHQW� SHULRG��� SULFH� GHIODWLRQ� LV� UXQQLQJ� DW�PRUH� WKDQ� ��� SHU� FHQW� DQQXDOO\� LQ�PDQ\
FRPSRQHQW�VXE�VHFWRUV�
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DQG�WKLV�SURYLGHV�LQVLJKWV�LQWR�SROLF\�OHYHUV�ZKLFK�PLJKW�LQIOXHQFH�WKH�EHKDYLRXU�RI�NH\�VWDNHKROGHUV�LQ�WKH

YDOXH�FKDLQ�

9DOXH�FKDLQV�DUH�QRW�KRPRJHQHRXV��DQG�WKH�RSSRUWXQLWLHV�IRU�UHQW�DSSURSULDWLRQ�E\�GLIIHUHQW�SDUWLHV�ZLOO

YDU\��(VVHQWLDOO\��KRZHYHU��ZKHQ�WKUHDWHQHG�E\�FRPSHWLWLRQ��WKHUH�DUH�IRXU�GLUHFWLRQV�LQ�ZKLFK�HFRQRPLF�DFWRUV

FDQ�PRYH��WKHVH�SDWKV�DUH�QRW�PXWXDOO\�H[FOXVLYH�

• ,QFUHDVLQJ�WKH�HIILFLHQF\�RI�LQWHUQDO�RSHUDWLRQV�VXFK�WKDW�WKHVH�DUH�VLJQLILFDQWO\�EHWWHU�WKDQ�WKRVH�RI�ULYDOV

• ,QWHU�ILUP�OLQNDJHV�FDQ�EH�HQKDQFHG�WR�D�JUHDWHU�GHJUHH�WKDQ�WKDW�DFKLHYHG�E\�FRPSHWLWRUV

• ,QWURGXFLQJ�QHZ�SURGXFWV�RU�LPSURYLQJ�ROG�SURGXFWV�IDVWHU�WKDQ�ULYDOV

• &KDQJLQJ�WKH�PL[�RI�DFWLYLWLHV�FRQGXFWHG�ZLWKLQ�WKH�ILUP�RU�PRYLQJ�WKH� ORFXV�RI�DFWLYLWLHV�WR�GLIIHUHQW

OLQNV�LQ�WKH�FKDLQ��IRU�H[DPSOH�IURP�PDQXIDFWXULQJ�WR�GHVLJQ�

7KH�DQDO\VLV�RI�WKH�IRXU�YDOXH�FKDLQV�LQ�6HFWLRQ���DERYH�VXJJHVWV�WKDW�RQ�WKHLU�RZQ��WKH�ILUVW� WZR�VWHSV�DUH

XQOLNHO\� WR� UHDOLVH� D� JUHDWHU� VKDUH�RI� YDOXH� FKDLQ� UHWXUQV��7KLV� LV� EHFDXVH� WKHVH� FDSDELOLWLHV� DUH� LQFUHDVLQJO\

ZLGHO\�GLIIXVHG� WKURXJK�WKH�JOREDO�HFRQRP\��XQGHUO\LQJ�WKH� IDOOLQJ� WHUPV�RI� WUDGH�RI�GHYHORSLQJ�FRXQWULHV

WUDGH� LQ� PDQXIDFWXUHV� REVHUYHG� LQ� 6HFWLRQ� ��� DQG� FRQFHQWUDWLRQ� LQ� WKHVH� DUHDV� �SDUWLFXODUO\� LQ� LQWUD�ILUP

HIILFLHQF\�� PD\� ZHOO� OHDG� WR� LPPLVHULVLQJ� JURZWK�� ,Q� RWKHU� ZRUGV�� WKH\� DUH� JHQHUDOO\� RQO\� WKH� QHFHVVDU\

FRQGLWLRQV�IRU�DQ�HQKDQFHG�VSUHDGLQJ�RI� WKH�JDLQV� IURP�SDUWLFLSDWLQJ� LQ�JOREDO�PDUNHWV��,W� LV� WKH�WKLUG�DQG

IRXUWK�VWHSV�ZKLFK�DUH�OLNHO\�WR�SURYLGH�WKH�JUHDWHVW�UHVXOWV��%XW�KHUH��SRRU�SURGXFHUV�DQG�SURGXFHUV�LQ�SRRU

FRXQWULHV�UXQ�XS�DJDLQVW�UHODWLRQV�RI�SRZHU��HPEHGGHG�LQ�YDOXH�FKDLQ�JRYHUQDQFH��)LJXUH�����7KHVH�DUH�KLJKO\

SURWHFWHG� GRPDLQV�� SUHFLVHO\� EHFDXVH� WKH\� DUH� UHSRVLWRULHV� RI� HFRQRPLF� UHQW�� $V� ZH� VDZ� LQ� WKH� HDUOLHU

GLVFXVVLRQ�RI� IRRWZHDU�� WKH�JOREDO�EX\HUV�ZKR�GRPLQDWH� WKLV� FKDLQ�DUH�KDSS\� WR�DVVLVW� GHYHORSLQJ� FRXQWU\

SURGXFHUV�LQ�WKH�ILUVW�WKUHH�RI�WKHVH�SROLF\�DOWHUQDWLYHV��EXW�]HDORXVO\�H[FOXGH�WKHP�IURP�WKH�IRXUWK�

Figure 7: Scope for actions to promote the spreading of gains to low income producers
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7KH�IDFW�WKDW�WKH�PRYH�LQWR�RWKHU�OLQNV�LQ�WKH�FKDLQ�LV�GLIILFXOW�GRHV�QRW�UHGXFH�WKH�QHFHVVLW\�IRU�DFWLRQ��VLQFH

LQ�DOPRVW� DOO� YDOXH�FKDLQV� WKLV� LV� FOHDUO\� WKH�RSWLPDO� URXWH�� ,W� DOVR�GRHV�QRW�PHDQ� WKDW� ILUPV� VKRXOG� DOZD\V

SXUVXH� WKLV�SDWK�DW� WKH�H[SHQVH�RI�XSJUDGLQJ� WKHLU� LQWHUQDO�RSHUDWLRQV�� LQ� LPSURYLQJ� WKHLU� OLQNV�ZLWK�RWKHU

SDUWV�RI�WKH�GRPHVWLF�FKDLQ�RU�LQ�LQFUHDVLQJ�WKH�UDQJH�RI�DFWLYLWLHV�RU�UHSRVLWLRQLQJ�WKHPVHOYHV�ZLWKLQ�WKH�OLQN

LQ�ZKLFK�WKH\�DOUHDG\�RSHUDWH��,Q�HDFK�RI�WKH�IRXU�FDVHV��WKHUH�LV�VFRSH�IRU�SXUVXLQJ�PXOWLSOH�REMHFWLYHV�

,W� LV� OLNHO\� WKDW� WKH� VDPH� FRQFOXVLRQ�ZLOO� DSSO\� WR�PDQ\� RWKHU� YDOXH� FKDLQV� LQ� ZKLFK� SRRU� FRXQWULHV

RSHUDWH��%XW�LQ�VRPH�FDVHV��WKH�MXGJHPHQW�PD\�EH�WKDW�EDUULHUV�WR�HQWU\�DUH�VR�ORZ�WKURXJKRXW�WKH�FKDLQ�WKDW

LW�ZLOO�QHYHU�VXSSRUW�DFFHSWDEOH�OHYHOV�RI�LQFRPH��7KLV��IRU�H[DPSOH��PD\�EH�WKH�FDVH�LQ�&')��ZKHUH�SURGXFHU

VXUSOXVHV�DUH�V\VWHPDWLFDOO\�FKDQQHOHG�LQWR�FRQVXPHU�VXUSOXVHV�WKURXJK�WKH�FRPSHWLWLYH�SURFHVV�DQG�ZKHUH�

RYHU�WLPH��WKH�UHWXUQV�WR�SURGXFWLRQ�DUH�ZKLWWOHG�DZD\�LQ�¶D�UDFH�WR�WKH�ERWWRP·��,W�LV�SRVVLEOH�WKDW�D�VLPLODU

SLFWXUH� PD\� HPHUJH� LQ� WLPH� ZLWK� UHVSHFW� WR� ))9�� DV� EDUULHUV� WR� HQWU\� DUH� HURGHG� WKURXJK� FRPSHWLWLYH

SURFHVVHV�

6R�PXFK�IRU�WKH�SROLF\�UHVSRQVH�IURP�WKH�FRUSRUDWH�VHFWRU��%XW��ZKDW�FDQ�JRYHUQPHQWV�GR"�*RYHUQPHQWV

KDYH�D�QXPEHU�RI�NH\�UROHV�WR�SOD\��)LUVW��WKH\�FDQ�SURDFWLYHO\�DVVLVW�WKH�SULYDWH�VHFWRU��ZRUNHUV·�RUJDQLVDWLRQV

DQG� RWKHU� VWDNHKROGHUV� WR� UHFRJQLVH� WKH� RSSRUWXQLWLHV� DQG� WKUHDWV� SRVHG� E\� SDUWLFLSDWLQJ� LQ� JOREDO� YDOXH

FKDLQV�� 6HFRQGO\��PHDVXUHV� FDQ� EH� WDNHQ� WR� DVVLVW� SURGXFHUV� WR� HQWHU� WKHVH� FKDLQV��7KLUGO\�� YDULRXV� SROLF\

LQVWUXPHQWV�FDQ�EH�XVHG�WR�VXSSRUW�WKH�UHSRVLWLRQLQJ�RI�WKH�FRUSRUDWH�VHFWRU�ZLWKLQ�YDOXH�FKDLQV�VR�WKDW�WKH\

FDQ� GHULYH� D� JUHDWHU� VKDUH� RI� WKH� JDLQV�� �7KLV� RFFXUUHG� LQ� WKH� 8.� WKURXJK� WKH� (QWHUSULVH� ,QLWLDWLYH

3URJUDPPH�GXULQJ�WKH�����V��IRU�H[DPSOH���6XSSRUW�FDQ�EH�SURYLGHG�IRU�WKH�HQKDQFHPHQW�RI�GHVLJQ�VNLOOV��DV

WKH�6SDQLVK�JRYHUQPHQW�VKRZHG�ZLWK�UHJDUG�WR�WKH�FORWKLQJ�DQG�IRRWZHDU�LQGXVWULHV�LQ�WKH�VDPH�GHFDGH��DQG

DV�ORFDO�JRYHUQPHQW�GRHV�LQ�%UD]LO�IRU�IRRWZHDU��6FKPLW]��������

%XW�� IRXUWKO\�� SURGXFHU� UHQWV� DUH�QRW� WKH�RQO\� IRUP�RI� HFRQRPLF� UHQW�ZKLFK�PD\� EROVWHU� WKH� UHWXUQV

DFFUXLQJ�WR�SRRU�FRXQWULHV�DQG�SRRU�SURGXFHUV��.DSOLQVN\���������3URGXFHUV�UHTXLUH�UHODWLYHO\�JRRG�DFFHVV�WR

D�UDQJH�RI�FRPSOHPHQWDU\�DVVHWV��)RU�H[DPSOH��DV�:RRG�DQG�-RUGDQ�VKRZ�IRU�8JDQGD��SK\VLFDO�LQIUDVWUXFWXUH

LV� DQ� LPSRUWDQW� GHWHUPLQDQW� RI� SDUWLFLSDWLQJ� LQ� JOREDO� SURGXFW� PDUNHWV�� SDUWLFXODUO\� LQ� WKH�PDQXIDFWXULQJ

VHFWRU��:RRG�DQG�-RUGDQ��IRUWKFRPLQJ���,Q�WKH�SDVW�WKLV�PHDQW�UHODWLYHO\�JRRG�URDGV��UDLOZD\V�DQG�SRUWV�EXW

LQFUHDVLQJO\�LW�DOVR�DSSOLHV�WR�WHOHFRPPXQLFDWLRQV��2WKHU�IRUPV�RI�UHQW�ZKHUH�JRYHUQPHQW�KDV�D�UROH�WR�SOD\

LQFOXGH� ILQDQFLDO� LQWHUPHGLDWLRQ� �UHODWLYHO\� VPRRWK� DFFHVV� E\� SURGXFHUV� WR� DGHTXDWH� OHYHOV� RI� SURGXFWLYH

FDSLWDO��ZKLFK�PD\�RU�PD\�QRW�EH�SURYLGHG�E\�¶HIILFLHQWO\�IXQFWLRQLQJ�ILQDQFLDO�PDUNHWV·��DQG�KXPDQ�UHVRXUFH

UHQWV��DFFHVV�WR�UHODWLYHO\�VNLOOHG�ZRUNHUV�DW�UHODWLYHO\�ORZ�ZDJHV���&ULWLFDOO\��LW�DOVR�LQFOXGHV�WUDGH�SROLF\�UHQWV�

ZKHUH�WKH�JRYHUQPHQW�HLWKHU�QHJRWLDWHV�WUDGH�SROLF\�SULYLOHJHV��RU�DFWV�WR�HURGH�WKH�SULYLOHJHV�RSHQ�WR�RWKHU

SURGXFHUV��,W�LV�DOVR�LPSRUWDQW�WKDW�JRYHUQPHQWV�KHOS�WKHLU�SURGXFHUV�²�HVSHFLDOO\�SRRU�SURGXFHUV�²�WR�WDNH

DGYDQWDJH�RI�WUDGH�SROLF\�UHQWV��VLQFH�LQ�PDQ\�FDVHV�ORZ�LQFRPH�FRXQWULHV�GR�QRW�ILOO�WKHLU�TXRWDV�RU�EHQHILW

IURP�SUHIHUHQWLDO�WDULIIV�LQ�KLJK�LQFRPH�PDUNHWV�

,Q�WKH�SUHFHGLQJ�GLVFXVVLRQ�RQ�LQGLYLGXDO�YDOXH�FKDLQV��6HFWLRQ���DERYH���WKH�IRFXV�ZDV�SUHGRPLQDQWO\

SODFHG�RQ�WKH�LQVLJKWV�SURYLGHG�E\�YDOXH�FKDLQ�DQDO\VLV�WR�WKH�GHWHUPLQDQWV�RI�WKH�LQWHU�FRXQWU\�GLVWULEXWLRQ

RI� LQFRPH��<HW�� DV�ZH� VDZ� LQ�6HFWLRQ���� LQFUHDVLQJ� LQHTXDOLWLHV� DUH�QRW� MXVW�EHLQJ�H[SHULHQFHG� DW� WKH� LQWHU�

FRXQWU\� OHYHO�� EXW� DOVR�ZLWK� UHJDUG� WR� LQWUDQDWLRQDO� GLVWULEXWLRQ�� DIIHFWLQJ� GLIIHUHQW� UHJLRQV�� GLIIHUHQW� VL]HG
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ILUPV�� GLIIHUHQW� KRXVHKROGV� DQG� GLIIHUHQW� JHQGHUV�� %XW� KHUH�� WRR�� YDOXH� FKDLQ� DQDO\VLV� KDV� D� UROH� WR� SOD\�

SDUWLFXODUO\�LQ�UHJDUG�WR�WKRVH�SURGXFWLRQ�VWUXFWXUHV�ZKLFK�LQYROYH�LQWHUQDWLRQDO�H[FKDQJH��:KDW�LW�GRHV�GR�LV

WR�LOOXVWUDWH�KRZ�FULWLFDO�VXFFHVV�IDFWRUV�LQ�H[WHUQDO�PDUNHWV��DOOLHG�WR�JRYHUQDQFH�VWUXFWXUHV�ZLWKLQ�LQGLYLGXDO

FKDLQV�FLUFXPVFULEH� WKH� UROH�SOD\HG�E\�GRPHVWLF� DFWRUV��:H�KDYH� VHHQ� WKH� LPSOLFDWLRQV�ZKLFK� WKLV�KDV� IRU

60(V�LQ�IXUQLWXUH�DQG�IRU�VPDOO�IDUPV�LQ�))9��EXW�WKLV�LV�DQ�XQGHUH[SORUHG�LVVXH��SDUWLFXODUO\�ZLWK�UHJDUG�WR

JHQGHU�DQG�KRXVHKROG�GLVWULEXWLRQDO�IDFWRUV�

,Q�VXPPDU\��LW�LV�QRW�VR�PXFK�WKDW�YDOXH�FKDLQ�DQDO\VLV�WHOOV�XV�DQ\WKLQJ�QHZ��IRU�PRVW�RI�WKHVH�SROLF\

UHVSRQVHV�KDYH�IRXQG�WKHLU�ZD\�LQWR�FRUSRUDWH�DQG�JRYHUQPHQW�GHFLVLRQ�PDNLQJ�LQ�PDQ\�FKDLQV�DQG�LQ�PDQ\

VHFWRUV��%XW�ZKDW�LW�GRHV�GR�LV�WR�SURYLGH�D�FRPSUHKHQVLYH�IUDPHZRUN�IRU�D�¶MRLQHG�XS·�VHULHV�RI�UHVSRQVHV

ZKLFK�IRUFHV�XV�LQWR�D�ZLGHU��G\QDPLF�DQG�PRUH�VWUDWHJLF�FRQVLGHUDWLRQ�RI�WKHVH�LVVXHV��3DUWLDO�DQDO\VLV�DQG

SDUWLDO�UHVSRQVHV�DUH�OLNHO\�WR�EH�VHYHUHO\�VXE�RSWLPDO�LQ�PHHWLQJ�WKH�FKDOOHQJHV�ZKLFK�DUH�SRVHG��SDUWLFXODUO\

LQ� UHODWLRQ� WR�PHGLXP� DQG� ORQJ� UXQ� SRVLWLRQLQJ� RI� SRRU� SURGXFHUV� DQG� SRRU� FRXQWULHV�� 7R� UHWXUQ� WR� WKH

EHJLQQLQJ� RI� WKLV� SDSHU�� SRVLWLRQLQJ� DQG� SDWK� GHSHQGHQF\� DUH� FULWLFDO� VLQFH� SDUWLFLSDWLRQ� LQ� WKH� JOREDO

HFRQRP\� LQ� LWVHOI�PD\�QRW�SURYLGH�D�SDWK� WR� VXVWDLQDEOH� LQFRPH�JURZWK�RU� WR� DQ� HTXLWDEOH�GLVWULEXWLRQ�RI

UHWXUQV�
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%DOGZLQ�� 5�(�� DQG� 3�� 0DUWLQ� �������� ¶7ZR� ZDYHV� RI� JOREDOL]DWLRQ�� VXSHUILFLDO� VLPLODULWLHV�� IXQGDPHQWDO

GLIIHUHQFHV·��LQ�+��6LHEHUW��HG����*OREDOL]DWLRQ�DQG�/DERXU��7XELQJHQ��0RKU�6LHEHFN

%DUQHV� -�� DQG� .DSOLQVN\� 5� �����D� IRUWKFRPLQJ��� ¶*OREDOLVDWLRQ� DQG� WKH� GHDWK� RI� WKH� ORFDO� ILUP"� 7KH

DXWRPRELOH�FRPSRQHQWV�VHFWRU�LQ�6RXWK�$IULFD·��5HJLRQDO�6WXGLHV

%DUQHV� -�� DQG� .DSOLQVN\� 5� �����E��� ¶*OREDOLVDWLRQ� DQG� WUDGH� SROLF\� UHIRUP�� :KLWKHU� WKH� DXWRPRELOH

FRPSRQHQWV�VHFWRU�LQ�6RXWK�$IULFD"·��&RPSHWLWLRQ�DQG�&KDQJH��9RO����SS�����²���

%HVVDQW�� -���5��.DSOLQVN\��5��/DPPLQJ��$��5RVV�DQG�5��9DXJKDQ��������� ¶8VLQJ�6XSSO\�&KDLQV� WR�7UDQVIHU

/HDUQLQJ� DERXW� %HVW� 3UDFWLFH·��5HSRUW� WR�8��.��'HSW�� RI�7UDGH� DQG� ,QGXVWU\�� %ULJKWRQ�� &HQWUH� IRU

5HVHDUFK�LQ�,QQRYDWLRQ�0DQDJHPHQW��8QLYHUVLW\�RI�%ULJKWRQ�

'RODQ��&���-��+XPSKUH\�DQG�+DUULVV�3DVFDO���������¶9DOXH�FKDLQV�DQG�XSJUDGLQJ��7KH�LPSDFW�RI�8.�UHWDLOHUV

RQ� WKH� IUHVK� IUXLW� DQG� YHJHWDEOHV� LQGXVWU\� LQ� $IULFD·�� ,'6�:RUNLQJ� 3DSHU� ���� %ULJKWRQ�� ,QVWLWXWH� RI

'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[�

'XQIRUG�0�� �������� ¶:LQQHUV� DQG� ORVHUV�� WKH� QHZ�PDS� RI� HFRQRPLF� LQHTXDOLW\� LQ� WKH� (XURSHDQ� 8QLRQ·�

(XURSHDQ�8UEDQ�DQG�5HJLRQDO�6WXGLHV��9RO�����1R�����SS����²����

(UQVW�� '��� �������� ¶*OREDOL]DWLRQ�� ,QIRUPDWLRQ� 7HFKQRORJ\� DQG� WKH� &KDQJLQJ� *HRJUDSK\� RI� ,QQRYDWLRQ

6\VWHPV�� $� 3ROLF\� 3HUVSHFWLYH� RQ� *OREDO� 3URGXFWLRQ� 1HWZRUNV·�� VSHFLDO� LVVXH� RI� -RXUQDO� RI� WKH

(FRQRPLFV� RI� ,QQRYDWLRQ� DQG�1HZ�7HFKQRORJLHV� �¶,QWHJUDWLQJ� 3ROLF\�3HUVSHFWLYHV� LQ�5HVHDUFK� RQ

7HFKQRORJ\�DQG�(FRQRPLF�*URZWK·���HGLWHG�E\�$QWKRQ\�%DUW]RNDV�DQG�0RUULV�7HXEDO�

)HHQVWUD� 5�� &�� �������� ¶,QWHJUDWLRQ� RI� 7UDGH� DQG� 'LVLQWHJUDWLRQ� RI� 3URGXFWLRQ� LQ� WKH� *OREDO� (FRQRP\·�

-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV��9RO������1R�����SS���²���

)UHHPDQ��&����������7KH�(FRQRPLFV�RI�,QGXVWULDO�,QQRYDWLRQ��/RQGRQ��3HQJXLQ�%RRNV�

*HUHIIL�� *� �������� ¶7KH� 2UJDQL]DWLRQ� RI� %X\HU�'ULYHQ� *OREDO� &RPPRGLW\� &KDLQV�� +RZ� 8�� 6�� 5HWDLOHUV

6KDSH�2YHUVHDV�3URGXFWLRQ�1HWZRUNV·�� LQ�*��*HUHIIL�DQG�0��.RU]HQLHZLF]��HGV����&RPPRGLW\�&KDLQV

DQG�*OREDO�&DSLWDOLVP��/RQGRQ��3UDHJHU�

*HUHIIL��*�������D���¶,QWHUQDWLRQDO�WUDGH�DQG�LQGXVWULDO�XSJUDGLQJ�LQ�WKH�DSSDUHO�FRPPRGLW\�FKDLQ·��-RXUQDO�RI

,QWHUQDWLRQDO�(FRQRPLFV��9RO�����1R������²��

*HUHIIL�� *�� �����E��� ¶$� FRPPRGLW\� FKDLQV� IUDPHZRUN� IRU� DQDO\VLQJ� JOREDO� LQGXVWULHV·�� LQ� ,QVWLWXWH� RI

'HYHORSPHQW�6WXGLHV��������

*HUHIIL�� *��� 0�� .RU]HQLHZLF]� DQG� 5�� 3�� .RU]HQLHZLF]� �������� ¶,QWURGXFWLRQ·�� LQ� *�� *HUHIIL� DQG� 0�

.RU]HQLHZLF]��HGV����&RPPRGLW\�&KDLQV�DQG�*OREDO�&DSLWDOLVP��/RQGRQ��3UDHJHU�

*HUHIIL��*��� -�� +XPSKUH\� DQG� 7�� 6WXUJHRQ� �������� ¶3URSRVDO� IRU� YDOXH� FKDLQ� PHHWLQJ·�� PLPHR�� %ULJKWRQ�

,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[�

*LUYDQ�� 1�� �������� ¶7UDQVQDWLRQDO� &RUSRUDWLRQV� DQG� 1RQ�IXHO� 3ULPDU\� &RPPRGLWLHV� LQ� 'HYHORSLQJ

&RXQWULHV·��:RUOG�'HYHORSPHQW��9RO������1R�����SS�����²����
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*ULIILWK�-RQHV�� 6�� DQG�&DLOORX[�� -�� �������� ¶*OREDO� FDSLWDO� IORZV� WR� (DVW� $VLD�� VXUJHV� DQG� UHYHUVDOV·��3DSHU

SUHVHQWHG�WR�:RUNVKRS�RQ�*OREDO�&DSLWDO�)ORZV��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV�

+XPPHOV�'���-XQ�,VKLL�DQG�.HL�0X�<L���������¶7KH�1DWXUH�DQG�*URZWK�RI�9HUWLFDO�6SHFLDOL]DWLRQ�LQ�:RUOG

7UDGH·��6WDII�5HSRUWV�1XPEHU�����1HZ�<RUN��)HGHUDO�5HVHUYH�%DQN�RI�1HZ�<RUN

+XPSKUH\�� -� ������� IRUWKFRPLQJ��� ¶$VVHPEOHU�VXSSOLHU� UHODWLRQV� LQ� WKH� DXWR� LQGXVWU\�� JOREDOLVDWLRQ� DQG

QDWLRQDO�GHYHORSPHQW·��&RPSHWLWLRQ�DQG�&KDQJH

+XPSKUH\�� -�� ��������*OREDOLVDWLRQ� DQG� 6XSSO\� &KDLQ�1HWZRUNV� LQ� WKH� $XWR� ,QGXVWU\�� %UD]LO� DQG� ,QGLD·�

PLPHR��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[�

+XPSKUH\�� -��� DQG�$��2HWHU� �������� ¶6WUDWHJLHV� IRU�'LYHUVLILFDWLRQ� DQG�$GGLQJ�9DOXH� WR�)RRG�([SRUWV��$

9DOXH�&KDLQ�3HUVSHFWLYH��3DSHU�SUHSDUHG�IRU�81&7$'��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV�

,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV� �������� ¶%DFNJURXQG�1RWHV� IRU�:RUNVKRS�RQ�6SUHDGLQJ� WKH�*DLQV� IURP

*OREDOLVDWLRQ��ZZZ�LGV�DF�XN�LGV�JOREDO�FRQI�ZNVFI�KWPO

-RQHV��&�� �������� ¶2Q�WKH�(YROXWLRQ�RI�:RUOG�,QFRPH�'LVWULEXWLRQ·��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV�

9RO������1R�����SS��²��

.DSODQ��'��(��DQG�5��.DSOLQVN\���������¶7UDGH�DQG�,QGXVWULDO�3ROLF\�RQ�DQ�8QHYHQ�3OD\LQJ�)LHOG��7KH�&DVH�RI

WKH�'HFLGXRXV�)UXLW�&DQQLQJ�,QGXVWU\�LQ�6RXWK�$IULFD·��:RUOG�'HYHORSPHQW��9RO������1R�����SS������²

�����

.DSOLQVN\�5���������¶([SRUW�3URFHVVLQJ�=RQHV�LQ�WKH�'RPLQLFDQ�5HSXEOLF��7UDQVIRUPLQJ�0DQXIDFWXUHV�LQWR

&RPPRGLWLHV·��:RUOG�'HYHORSPHQW��9RO������1R�����SS������²�����

.DSOLQVN\�5���������¶*OREDOLVDWLRQ��,QGXVWULDOLVDWLRQ�DQG�6XVWDLQDEOH�*URZWK��7KH�3XUVXLW�RI�WKH�1WK�5HQW·�

'LVFXVVLRQ�3DSHU������%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[�
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