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What is the IRIS Iraq Report (IIR)?

The IRIS Iraq Report (IIR) provides “on-the-ground” 

k^ihkmbg`�Zg]�ZgZerlbl�hg�BkZj�l�fhlm�ik^llbg`�blln^l'�Bm�
is aimed at providing decision-makers and experts with 

solid research and analysis of Iraq policy. The Report is 

unique because it is produced in Iraq, and is based on in-

\hngmkr�Û^e]phkd�Zl�p^ee�Zl�hi^g�lhnk\^�k^l^Zk\a'�Bm�bl�ma^�
brainchild of Ahmed Ali and Christine van den Toorn, both 

of whom have years of experience researching and writing 

on Iraq and the Kurdistan Region of Iraq.

Challenges and Opportunities 
in post-ISIS Territories: 
The Case of Rabia

By Christine McCaffray van den Toorn 

and Ahmed Ali

Inside Iraq’s Cash Economy: 
Fully Reserved Banking in a 
Monetary Dystopia
                               
By Dr. Mark A. DeWeaver



American University of Iraq, Sulaimani

Sulaimani – Kirkuk Main Road, Raparin

Sulaimani, Iraq

iris@auis.edu.krd

/IRISmideast

/IRISmideast
Institute of 

Regional and 

International Studies

AMERICAN UNIVERSITY OF IRAQ
SULAIMANI

2

:l� bl� ma^� \Zl^� bg� fZgr� \hgÜb\m� Zg]� ihlm&\hgÜb\m� ^\hghfb^l%� bg� BkZj� ma^� ikboZm^�
l^\mhk�bl�ikbfZkber�\Zla&[Zl^]'�;Zgd�ÛgZg\bg`�bl�ngZoZbeZ[e^�_hk�Zee�[nm�ma^�eZk`^lm�
companies and even then is limited mainly to overdraft facilities. While checks are 

h_m^g�nl^]�_hk�iZrf^gml�[^mp^^g�[nlbg^ll^l�pbmabg�ma^�lZf^�\bmr%�\Zla�mkZgl_^kl�obZ�
ma^�fho^f^gm�h_�iarlb\Ze�\Zla�hk�makhn`a�fhg^r�mkZgl_^k�\hfiZgb^l�]hfbgZm^�ma^�
iZrf^gml�lrlm^f'�Ma^�fZchkbmr�h_�ahnl^ahe]l�]h�ghm�^o^g�aZo^�Z�[Zgd�Z\\hngm'�
Mahl^�pbma�lZobg`l�h_m^g�ahe]�ma^f�bg�ma^�_hkf�h_�NL�]heeZk�ahZk]l�bg�ikboZm^�lZ_^l'

Mabl� lmZm^� h_� Z__Zbkl� ieZ\^l� lb`gbÛ\Zgm� ebfbmZmbhgl� hg� ma^� ÛgZg\bZe� lrlm^f� [^\Znl^�
bm� ikZ\mb\Zeer� kne^l� hnm� _kZ\mbhgZe� k^l^ko^� [Zgdbg`'� Ma^� [nlbg^ll� fh]^e� _hk� BkZjb�
bglmbmnmbhgl�bl�g^\^llZkber�jnbm^�]b__^k^gm�_khf�maZm�h_�[Zgdl�bg�]^o^ehi^]�\hngmkb^l%�
pab\a�̀ ^g^kZeer�ahe]�hger�Z�lfZee�laZk^�h_�ma^bk�]^ihlbm�[Zl^�Zl�k^l^ko^l�bg�ma^�_hkf�
h_�oZnem�\Zla�Zg]�k^l^ko^�Z\\hngml�Zm�ma^�\^gmkZe�[Zgd'�Fhlm�h_�ma^bk�]^ihlbml�Zk^�
ZoZbeZ[e^�mh�[^�e^gm�hnm'�Mabl�bl�ihllb[e^�[^\Znl^�]^ihlbmhkl�Zk^�ebd^er�mh�pbma]kZp�
only a small fraction of these funds on any particular day.

Ma^�ikboZm^�[Zgdl�Zg]�fhg^r�mkZgl_^k�\hfiZgb^l�maZm�l^ko^�BkZj�l�\Zla�^\hghfr�
\Zgghm� k^Zeer� hi^kZm^� bg� mabl� pZr'� Ma^� _hkf^k� Zk^� ln[c^\m%� [hma� bg]bob]nZeer� Zg]�
\hee^\mbo^er%�mh�eZk`^�Zg]�ngik^]b\mZ[e^�]^fZg]l�_hk�\Zla�_khf�]^ihlbmhkl4�ma^�eZmm^k�
do not take deposits at all. 

:l�Z�k^lnem%�BkZj�l�ÛgZg\bZe�lrlm^f�aZl�[^\hf^�Z�]rlmhib\�k^ZebsZmbhg�h_�ma^�_neer�
k^l^ko^]�[Zgdbg`�l\a^f^l�maZm�:nlmkbZg�^\hghfblml�aZo^�ikhihl^]�Zl�Z�f^Zgl�h_�
^ebfbgZmbg`� [hhf&[nlm� bgo^lmf^gm� \r\e^l'1� � Bm� [^Zkl� Z� lnkikblbg`� k^l^f[eZg\^%� _hk�
^qZfie^%�mh�An^kmZ�]^�Lhmh�l�
b]^Ze�fh]^e�_hk�ma^�ÛgZg\bZe�lrlm^f�h_�Z�mkner�_k^^�
lh\b^mr%��pa^k^�ma^k^�phne]�[^�hg^�ang]k^]�i^k\^gm�k^l^ko^�[Z\dbg`�_hk�]^ihlbml%�
_k^^�!b'^'�ngk^`neZm^]"�[Zgdbg`%�Zg]�_k^^]hf�h_�\ahb\^�bg�\nkk^g\r'�

Pabe^�ghm�Zee�BkZjb�ikboZm^er�hpg^]�[Zgdl�ahe]�hg^�ang]k^]�i^k\^gm�h_�ma^bk�]^ihlbml�
bg�\Zla%�mahl^�eblm^]�hg�ma^�BkZj�Lmh\d�>q\aZg`^�!BLQ"�aZ]�Z�\hf[bg^]�\Zla&]^ihlbm�
kZmbh�h_�20��Zm�ma^�̂ g]�h_�+)*-%�Zg�̂ qmkZhk]bgZkber�ab`a�Û`nk^�bg�\hfiZkblhg�mh�ma^bk�
bgm^kgZmbhgZe�i^^kl'�Lrlm^f&pb]^%�ma^�\hf[bgZmbhg�h_�fhg^r�mkZgl_^k�\hfiZgb^l�Zg]�
\Zla�bg�ikboZm^�lZ_^l�bl�^ll^gmbZeer�Z�iZkZee^e�_neer�k^l^ko^]�[Zgdbg`�lrlm^f�bg�pab\a�
]b__^k^gm�^gmbmb^l�Zk^�k^lihglb[e^� _hk�\nlmh]r�Zg]�iZrf^gml� _ng\mbhgl'�Ma^�fhg^r�
mkZgl_^k�\hfiZgb^l�Zelh�ZiikhZ\a�ma^�b]^Ze�h_�_k^^�[Zgdbg`�bg�maZm�ma^r�Zk^�hger�
eb`amer�k^`neZm^]�Zg]�Zk^�]bl\biebg^]�fZbger�[r�k^inmZmbhgZe�bg\^gmbo^l'�?bgZeer%�ma^�
iZkmbZe�]heeZkbsZmbhg�h_�ma^�^\hghfr�Z__hk]l�BkZjbl�\hglb]^kZ[e^�_k^^]hf�h_�\ahb\^�
in currency.
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An important implication of one hundred percent deposit reserves is that demand 

]^ihlbml�Zk^�ghm�ZoZbeZ[e^�mh�ÛgZg\^�ehZgl%�pab\a�fnlm�bglm^Z]�[^�\ho^k^]�[r�[Zgd�
\ZibmZe'�?hk�:nlmkbZgl%�mabl�bl�]^lbkZ[e^�[^\Znl^�bm�ik^\en]^l�ma^�ihllb[bebmr�maZm�fhg^r�
\k^Zmbhg�[r�ma^�[Zgdl�pbee�e^Z]�mh�\k^]bm&_n^e^]�bgo^lmf^gm�[hhfl%�pab\a�bg�_Z\m�bl�ghm�
Z�ikh[e^f�bg�BkZj'�BkZjb�^iblh]^l�h_�ho^kbgo^lmf^gm�aZo^�[^^g�ikbfZkber�ma^�k^lnem�
h_�ab`a�hbe�ikb\^l�kZma^k�maZg�^q\^ll�\k^]bm'2 

It is not really the case, as Iraqis sometimes complain, that funds in fully reserved 

Z\\hngml�hk�ikboZm^�lZ_^l�Zk^�lhf^ahp�ngZoZbeZ[e^�mh�ma^�
k^Ze��̂ \hghfr'�K^`Zk]e^ll�
h_�ma^�_hkf�bm�mZd^l%�fhg^r�]h^l�ghm�ebm^kZeer�
Ühp��bgmh�iarlb\Ze�`hh]l'�MkZ]^�Zg]�
bgo^lmf^gm�]h�ghm�mkZgl_hkf�ma^�f^]bnf�h_�^q\aZg`^�bgmh�\hffh]bmb^l4�ma^r�lbfier�
mkZgl_^k�bm�_khf�[nr^kl�mh�l^ee^kl'�<Zla�ieZrl�ma^�lZf^�khe^�bg�ma^�iZrf^gml�lrlm^f�
k^`Zk]e^ll�h_�pa^ma^k�hk�ghm�bm�ZoZbeZ[e^�mh�[^�e^gm�hnm'�Bm�bl�g^o^k�
lbmmbg`�b]e^'��

What makes Iraq a dystopia, rather than the monetary utopia that Huerta de Soto 

Zg]� hma^k� :nlmkbZg� ^\hghfblml� aZo^� bg� fbg]%� bl� ma^� Z[l^g\^� h_� ma^� kne^� h_� eZp'�
Ma^�eZ\d�h_�^__^\mbo^�[Zgd�lni^koblbhg�f^Zgl�]^ihlbmhkl�\Zgghm�[^�lnk^�maZm�ma^bk�
_ng]l�Zk^�lZ_^%�pab\a�gZmnkZeer�fZd^l�bm�]b_Û\nem�_hk�[Zgdl�mh�Z\m�Zl�\nlmh]bZgl'�Bg�
Zg�^gobkhgf^gm�pa^k^�Zkf^]�kh[[^kr�bl�Zg�^o^kr]Zr�h\\nkk^g\^%�ma^k^�Zk^�ab`a�
mkZglZ\mbhg�\hlml�Zllh\bZm^]�pbma�`nZk]bg`�Zg]�mkZglihkmbg`�\Zla'�Pbmahnm�k^ebZ[e^�
\hgmkZ\m�^g_hk\^f^gm�bm�bl�Zelh�bfihllb[e^�_hk�ÛgZg\bZe�bgm^kf^]bZmbhg�mh�mZd^�ieZ\^�
makhn`a�ihhe^]�bgo^lmf^gm�_ng]l%�pab\a�:nlmkbZgl�Zk`n^�\hne]�ln[lmbmnm^�_hk�[Zgd�
e^g]bg`�bg�Z�_neer&k^l^ko^]�lrlm^f'�Bglm^Z]%�f^]bnf�Zg]�ehg`&m^kf�ÛgZg\bg`�fnlm�
eZk`^er�[^�ebfbm^]�mh�iZkmb^l�maZm�dghp�^Z\a�hma^k�i^klhgZeer'�

Pabe^�A^nkmZ�]^�Lhmh�l�ikhihlZe�fb`am�\hg\^boZ[er�[^�himbfZe�bg�Z�\hngmkr�pbma�
lmkhg`�e^`Ze�Zg]�k^`neZmhkr�bglmbmnmbhgl%�ma^�BkZjb�o^klbhg�bl�f^k^er�Z�eZlm�k^lhkm'�Bm�bl�
ma^�[^lm�maZm�\Zg�[^�Z\ab^o^]�makhn`a�
ikboZm^�hk]^kbg`l��bg�ma^�Z[l^g\^�h_�k^ebZ[e^�
in[eb\�`ho^kgZg\^'

Ma^�k^fZbg]^k�h_�mabl�iZi^k�lahpl�ahp�_neer�k^l^ko^]�[Zgdbg`�aZl�[^\hf^�ma^�ghkf�
bg� BkZj�l�ikboZm^�l^\mhk�Zg]�^qiehk^l�lhf^�h_� ma^� bfieb\Zmbhgl� _hk�iheb\r�fZdbg`'�
L^\mbhg�B�^qieZbgl�par�BkZjb�ikboZm^�l^\mhk�[Zgdl�m^g]�mh�ahe]�fn\a�ab`a^k�e^o^el�h_�
deposit reserves than their developed country counterparts despite the lack of any 

h_Û\bZe� k^jnbk^f^gm� _hk� _nee� k^l^ko^� [Z\dbg`'� L^\mbhg� BB� ]^fhglmkZm^l� ahp� fhg^r�
mkZgl_^k�\hfiZgb^l�fZd^� bm�ihllb[e^� _hk�ikboZm^er&a^e]�\Zla� mh� mZd^�ho^k� ma^�khe^�
maZm� ]^ihlbml� ghkfZeer� ieZr� bg� ma^� iZrf^gml� lrlm^f%� ma^k^[r� Zeehpbg`� lmZla^l� h_�
[Zgdghm^l�mh�l^ko^�Zl�Z�dbg]�h_�
ahf^fZ]^�k^l^ko^l'��L^\mbhg�BBB�ehhdl�Zm�ma^�\^gmkZe�
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[Zgd�Zg]�^qieZbgl�par�\hgo^gmbhgZe�fhg^mZkr�iheb\r%�ikn]^gmbZe�lni^koblbhg%�Zg]�
Zgmb&fhg^r� eZng]^kbg`� k^`neZmbhgl� Zk^� `^g^kZeer� bg^__^\mbo^� hk� \hngm^kikh]n\mbo^�
ng]^k�BkZjb�\hg]bmbhgl'�?bgZeer%�L^\mbhg�BO�\hg\en]^l�pbma�Z�
l^\hg]&[^lm��Zk`nf^gm�
_hk�ma^�:nlmkbZg�
b]^Ze�fh]^e'�

I. Fully Reserved Banking as a Last Resort3  
Pabe^�ma^�<^gmkZe�;Zgd�h_�BkZj�!<;B"�k^jnbk^l�ikboZm^�[Zgdl�mh�ahe]�*.��h_�ma^bk�
]^ihlbml�Zl�k^l^ko^l%�fhlm�ahe]�p^ee�ho^k�.)�'�Ngebd^�_hk^b`g�e^g]^kl%�\Zla�Zg]�
^jnboZe^gml�kZma^k�maZg�ehZgl�Zk^�ma^�BkZjb�ikboZm^�[Zgdl��lbg`e^�[b``^lm�Zll^m'�Ma^r�
aZo^�ma^�]n[bhnl�]blmbg\mbhg�h_�[^bg`�Zfhg`�ma^�fhlm�ebjnb]�ÛgZg\bZe�bglmbmnmbhgl�bg�
phke]'

<hglb]^k�ma^�lbq�BLQ&eblm^]�[Zgdl�maZm�aZ]�_hk^b`g�[Zgdl�Zl�fZchk�laZk^ahe]^kl�Zl�
h_� ma^� ^g]� h_� +)*-� !l^^� ?b`nk^� *"'� <Zla&]^ihlbm� kZmbhl� kZg`^]� _khf� 2�� mh� +1��
_hk�ma^�iZk^gml�\hfiZk^]�mh�-2��mh�*+*��_hk�ma^�ln[lb]bZkb^l%�pahl^�\hf[bg^]�
\Zla�Zll^ml�\ho^k^]�1/��h_�]^ihlbml'�?hk� ma^� eh\Zeer�\hgmkhee^]� eblm^]�[Zgdl%� ma^�
\hkk^lihg]bg`�Û`nk^�pZl�^o^g�ab`a^k�Zm�*).�'

?b`nk^�*'�R^Zk&^g]�+)*-�\Zla&]^ihlbm�kZmbhl�Zm�BLQ&eblm^]�ln[lb]bZkb^l�h_�_hk^b`g�[Zgdl�Zg]�ma^bk�
_hk^b`g� iZk^gml%� _khf� e^_m� mh� kb`am3� ;nk`Zg� ;Zgd� !a^Z]jnZkm^k^]� bg� DnpZbm"%� :aeb� Ngbm^]� ;Zgd�
!a^Z]jnZkm^k^]� bg� ;ZakZbg"%� AL;<%� GZmbhgZe� ;Zgd� h_� JZmZk%� <ZibmZe� ;Zgd� !a^Z]jnZkm^k^]� bg�
Chk]Zg"%�Zg]�GZmbhgZe�;Zgd�h_�DnpZbm'�!Ghm^�maZm�AL;<�ln[l^jn^gmer�lhe]�bml�^gmbk^�lmZd^�bg�=Zk�
>l�LZeZZf'"
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BkZjb� [Zgd� fZgZ`^kl� pbee� m^ee� rhn� maZm� ma^r� g^^]� \Zla� mh� f^^m� ng^qi^\m^]� eZk`^�
pbma]kZpZel�[r�]^ihlbmhkl'��;nm�mabl�bl�mkn^�h_�[Zgdl�^o^krpa^k^'��Par�lahne]�BkZjb�
e^g]^kl�[^�lh�fn\a�fhk^�ebjnb]�maZg�ma^bk�\hngm^kiZkml�bg�hma^k�\hngmkb^l8

Ma^bk�[^aZobhk�]h^l�ghm�l^^f�lh�lmkZg`^�pa^g�rhn�\hglb]^k�ma^�_Z\m�maZm�BkZj�eZ\dl�Z�
_ng\mbhgbg`�bgm^k[Zgd�fZkd^m'��Hk]bgZkber%�[Zgdl�pbma�Z�\Zla�lahkm_Zee�Zm�ma^�̂ g]�h_�ma^�
]Zr�\Zg�[hkkhp�ho^kgb`am�_khf�mahl^�pbma�Z�lnkienl'��:l�ehg`�Zl�ma^�in[eb\�l�]^fZg]�
_hk�[Zgdghm^l�bl�ng\aZg`^]%�pbma]kZpZel�_khf�[Zgd��:��^g]�ni�Zl�]^ihlbml�Zm�[Zgd�
�;�%�^glnkbg`�maZm��:��l�]^fZg]�_hk�lahkm&m^kf�fhg^r�\Zg�nlnZeer�[^�^Zlber�f^m'

Bg� BkZj%� Z� [Zgd� maZm� ^g]^]� ni� pbma� Z� \Zla� lahkm_Zee� phne]� bg� ma^hkr� [^� _hk\^]� mh�
[hkkhp�_khf�ma^�<;B'��Mabl�bl�Z�fn\a�e^ll�ZmmkZ\mbo^�Zem^kgZmbo^�maZg�[hkkhpbg`�_khf�
Zghma^k�\hff^k\bZe�[Zgd%�ahp^o^k%�Zg]�k^ihkm^]er�Zefhlm�g^o^k�aZii^gl�bg�ikZ\mb\^'

Bglmbmnmbhgl�bg�]^o^ehi^]�\hngmkb^l�maZm�Zk^�i^k\^bo^]�mh�[^�bg�mkhn[e^�fZr�lmbee�[^�Z[e^�
mh�Z\\^ll�_ng]l�bg�ma^�bgm^k[Zgd�fZkd^m�ikhob]^]�maZm�ma^r�Zk^�pbeebg`�mh�iZr�Z�ab`a�
^ghn`a�bgm^k^lm�kZm^'��Ma^�\^gmkZe�[Zgd%�ahp^o^k%�bl�[hma�e^g]^k�Zg]�k^`neZmhk'��Bm�bl�ghm�
`hbg`�mh�ikhob]^�ebjnb]bmr�mh�ma^�ab`a^lm�[b]]^k%�k^`Zk]e^ll�h_�ma^�\bk\nflmZg\^l'��Mabl�
bl�iZkmb\neZker� mkn^�h_� ma^�<;B%�pab\a� eZ\dl� ma^�lmkhg`�ho^klb`am�ihp^kl�h_�fhg^mZkr�
Znmahkbmb^l� bg� hma^k� \hngmkb^l'� Bm� \hne]� jnbm^� ^Zlber� [^� mZd^g� Z]oZgmZ`^� h_� [r� ma^�
\hff^k\bZe�[Zgdl�b_�bm�p^k^�mh�`^m�Z�k^inmZmbhg�_hk�[^bg`�Z�
lh_m�mhn\a'�

H_�\hnkl^�Zee�h_�mabl�[^`l�ma^�jn^lmbhg�h_�par�ma^k^�bl�gh�bgm^k[Zgd�fZkd^m�bg�ma^�Ûklm�
ieZ\^'�<hne]g�m� ma^�\^gmkZe�[Zgd�lbfier�l^m�ni�Z�lrlm^f�makhn`a�pab\a�[Zgdl�\hne]�
fZd^� lahkm&m^kf� ehZgl� mh� hg^� Zghma^k8� Ma^� ikh[e^f� l^^fl� mh� [^� iZkmer� Z� k^lnem� h_�
ma^� ]hfbgZgm� khe^� h_� ma^� lmZm^� [Zgdl%� pab\a� mh`^ma^k� Z\\hngm� _hk� ma^� oZlm� fZchkbmr�
h_� lrlm^f&pb]^�]^ihlbml'�Pbmahnm� ma^bk�iZkmb\biZmbhg%�Zg� bgm^k[Zgd�fZkd^m�phne]�ghm�
phkd'��Ma^k^�phne]�[^�gh�`nZkZgm^^�maZm�Zm�ma^�^g]�h_�Z�`bo^g�]Zr�ma^�ikboZm^�[Zgdl�
\hee^\mbo^er�phne]�ghm�̂ g]�ni�pbma�Z�\Zla�]^Û\bm�pabe^�ma^�lmZm^�[Zgdl�aZ]�Z�lnkienl'��Bg�
Z�fZkd^m�pa^k^�hger�ma^�ikboZm^�[Zgdl�iZkmb\biZm^]%�mahl^�pbma�^qmkZ�_ng]l�fb`am�ghm�
aZo^�^ghn`a�mh�f^^m�ma^�]^fZg]�h_�mahl^�pbma�Z�lahkm_Zee'

Lh�par�ghm�`^m�ma^�lmZm^�[Zgdl�bgoheo^]8��Ng_hkmngZm^er%�maZm�phne]�ghm�[^�b]^Ze�
^bma^k'��Ebd^�lmZm^&hpg^]�^gm^kikbl^l�bg�`^g^kZe%�ma^l^�[Zgdl�\Zg�ZepZrl�\hngm�hg�
Z�[Zbe&hnm�b_�ma^r�`^m�bgmh�mkhn[e^'��Mabl�f^Zgl�maZm�Zl�bgm^k[Zgd�e^g]^kl�ma^r�phne]�
[^�ebd^er�mh�Z\m�k^\de^ller%�fZdbg`�_ng]l�ZoZbeZ[e^�mh�Zgrhg^�pbeebg`�mh�iZr�Z�ab`a�
^ghn`a�bgm^k^lm�kZm^%�k^`Zk]e^ll�h_�\hngm^kiZkmr�kbld'��Ma^�bg^obmZ[e^�k^lnem�phne]�[^�
Zg�bg\k^Zl^�bg�ma^�lmZm^�[Zgdl��ghg&i^k_hkfbg`�ehZg�kZmbhl�Zg]�Z�\hkk^lihg]bg`�abm�
mh�ma^�`ho^kgf^gm�[n]`^m'
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Ma^k^�Zelh�\Zg�[^�gh�ik^lnfimbhg�maZm�Zee�h_�ma^�\Zla�pbma]kZpg�hg�Z�iZkmb\neZk�
]Zr�phne]�k^mnkg�mh�ma^�[Zgdbg`�lrlm^f�Zl�g^p�]^ihlbml'�Fn\a�h_�ma^�hnmÜhp�fb`am�
bglm^Z]�[^�ab]]^g�bg�i^hie^�l�ahf^l'�Mabl�fb`am�[^�ma^�\Zl^%�_hk�^qZfie^%�]nkbg`�
Z� \kblbl� ln\a� Zl� ma^� BleZfb\� LmZm^�l� mZd^ho^k� h_� ghkmap^lm^kg� BkZj� bg� ma^� lnff^k�
h_� +)*-'� :l� ehg`� Zl� ma^� l^\nkbmr� lbmnZmbhg� bl� nglmZ[e^%� ma^� [Zgdl� pbee� aZo^� mh� [^�
ik^iZk^]�mh�f^^m�ln]]^g�Zg]�ngik^]b\mZ[e^�libd^l�bg�pbma]kZpZel�Zm�Z�fhf^gm�l�
notice. 

Ma^�g^^]�mh�ahe]�eZk`^�Zfhngml�h_�oZnem�\Zla�Zg]�\^gmkZe�[Zgd�k^l^ko^l�gZmnkZeer�
bfieb^l� maZm� ma^� ikboZm^� [Zgdl�� fZbg� [nlbg^ll� \Zgghm� [^� f^]bnf� hk� ehg`&m^kf�
e^g]bg`'� Ma^bk� Z\mbobmb^l� Zk^� bglm^Z]� eZk`^er� ebfbm^]� mh� _hk^b`g� ^q\aZg`^� mkZ]bg`%�
money transfers, and the provision of overdraft facilities, letters of credit for 

bfihkm^kl%�Zg]�i^k_hkfZg\^�[hg]l�_hk�\hglmkn\mbhg�\hgmkZ\mhkl'�:l�phne]�[^�mkn^�
h_�ma^�_neer�k^l^ko^]�[Zgdl�bfZ`bg^]�[r�:nlmkbZg�^\hghfblml%�ehZgl�l^e]hf�^q\^^]�
laZk^ahe]^kl��^jnbmr'

Bg�fhlm�\hngmkb^l%�Zgr�[Zgd�ahe]bg`�ho^k�aZe_�h_�bml�]^ihlbml�bg�\Zla�phne]�Zii^Zk�
mh�[^�bg\k^]b[er�[Z]er�kng'�Bg�BkZj%�ma^�k^o^kl^�bl�fhk^�ebd^er�mh�[^�ma^�\Zl^'�;Zgdl�
pbma�ehp�\Zla�e^o^el�fZr�[^�Zm�kbld�h_�_Zbebg`'�PZkdZ�;Zgd%�hg^�h_�BkZj�l�phklm�[Zgd�
_Zbenk^l�bg�k^\^gm�r^Zkl%�bl�Z�\Zl^�bg�ihbgm'�Hg\^�kZgd^]�Ûklm�Zfhg`�ma^�eblm^]�[Zgdl�
bg�m^kfl�h_�mhmZe�Zll^ml%�PZkdZ�pZl�mZd^g�ho^k�[r�ma^�\^gmkZe�[Zgd�Zg]�]^eblm^]�_khf�
ma^�lmh\d�^q\aZg`^� bg�+)**'�;r� ma^�^g]�h_� ma^�l^\hg]�jnZkm^k�h_�+)*)%� bml�\Zla&
]^ihlbm�kZmbh�aZ]�_Zee^g�_khf�02��Zl�h_�r^Zk&^g]�+))2�mh�*+��ghm�Z�iZkmb\neZker�
ZeZkfbg`�e^o^e�[r�bgm^kgZmbhgZe�lmZg]Zk]l�[nm�_ZmZe�bg�BkZj'�;r�ma^�l^\hg]�jnZkm^k�h_�
+)**%�pa^g�ma^�[Zgd�eZlm�in[ebla^]�bml�ÛgZg\bZel%�ma^�kZmbh�aZ]�_Zee^g�mh�Z�f^k^�*�'

II. Money Transfer Companies and “Homemade Reserves”
Fhg^r�mkZgl_^k�\hfiZgb^l�!FM<l"%�dghpg�Zl�aZpZeZl�bg�:kZ[b\%�ieZr�Z�d^r�khe^�bg�
mkZgl_^kkbg`�_ng]l�Zfhg`�BkZjb�\bmb^l�Zg]�bgm^kgZmbhgZeer'�Ma^bk�ikhÛml�Zk^�`^g^kZm^]�
Zefhlm�^gmbk^er�[r�fhg^r�mkZgl_^kl�Zg]�_hk^b`g�^q\aZg`^�mkZ]bg`'�Lhf^�aZk]er�nl^�
[Zgdl�Zm�Zee%�d^^ibg`�fhlm�hk�Zee�h_�ma^bk�_ng]l�bg�\Zla'�Hma^kl�aZo^�k^eZmbhglabil�
pbma�ma^�eZk`^k�eh\Ze�ÛgZg\bZe�bglmbmnmbhgl%�Zl�p^ee�Zl�mahl^�pbma�pahf�ma^bk�fZchk�
shareholders have personal connections.

Ma^l^�\hfiZgb^l�m^g]�mh�[^�\hg\^gmkZm^]�bg�[ZsZZkl%�pa^k^�ma^r�h\\nir�fh]^lm�
ik^fbl^l�h_m^g�\hgmZbgbg`�ebmme^�fhk^�maZg�Z�\hngm^k%�lZ_^%�fhg^r�\hngmbg`�fZ\abg^%�
Z� _^p� \aZbkl� Zg]� Z� mZ[e^'� Pabe^� hnmpZk]er� ngbfik^llbo^� Zg]� eZk`^er� hi^kZmbg`�
hnmlb]^� ma^� _hkfZe� ÛgZg\bZe� lrlm^f%� ma^r� Zk^� iZkmb\biZgml� bg� Zg� ^qmkZhk]bgZkber�
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\hfie^q�`eh[Ze�ÛgZg\bZe�g^mphkd�pbma�fZgr�lbfbeZkbmb^l� mh� mahl^�nl^]�mh�ikh\^ll�
\hff^k\bZe�[Zgd�mkZglZ\mbhgl'�:o^kZ`^�]Zber�ohenf^�Zm�^o^g�f^]bnf&lbs^]�hnme^ml�
bg�LneZbfZgb�bl�k^ihkm^]er�p^ee�ho^k�hg^�fbeebhg�NL�]heeZkl'

<hgmkZkr� mh� ihineZk� [^eb^_%� fhg^r� mkZgl_^kl� ]h� ghm� bgoheo^� Zgr� fho^f^gm� h_�
iarlb\Ze�\Zla'�Pa^g�ma^�l^g]^k�̀ bo^l�Z�lnf�h_�\Zla�mh�FM<��:�%��:��lbfier�bglmkn\ml�Z�
\hkk^lihg]^gm�bg�Zghma^k�\bmr%�\Zee�bm�FM<��;�%�mh�]^ebo^k�maZm�Zfhngm�mh�ma^�k^\bib^gm%�
pah� bl� `bo^g� Z� iZllphk]� Zg]� fnlm� Zelh�ik^l^gm� lhf^� _hkf� h_� b]^gmbÛ\Zmbhg'� Ma^�
fhg^r�]h^l�ghm�
`h��Zgrpa^k^��:��lbfier�^g]l�ni�pbma�Zg� bg\k^Zl^� bg� bml�\Zla�
[ZeZg\^%�Zg]��;��pbma�Z�]^\k^Zl^'

Lmn]b^l�h_�bgm^kgZmbhgZe�FM<�k^fbmmZg\^l�ln\a�Zl�IZllZl�!+)),"%�L\aZ^__^k�!+))1"%�
Zg]� FZbf[h� !+)*,"� m^g]� mh� _h\nl� hg� ma^� khe^� h_� ma^� mkZglihkmZmbhg� h_� iarlb\Ze�
\Zla�hk�mkZ]Z[e^�`hh]l�hk�ma^�mkZgl_^k�h_�_ng]l�[^mp^^g�[Zgd�]^ihlbml�bg�^__^\mbg`�
l^mme^f^gml�Zfhg`�ma^�FM<l�ma^fl^eo^l'�Hnk�bg_hkfZgml�bg�ma^�LneZbfZgb�[ZsZZk%�
ahp^o^k%�bg]b\Zm^]�maZm�ma^�fZchkbmr�h_�ma^bk�hnmlmZg]bg`�[ZeZg\^l�Zk^�ghm�l^mme^]�bg�
mabl�pZr%�[nm�kZma^k�makhn`a�Z�[hhd&^gmkr�ikh\^ll'

Bg� ma^� lbfie^lm� \Zl^%� ma^� bf[ZeZg\^� [^mp^^g� ma^� l^g]^k� Zg]� ma^� k^\^bo^k� fb`am�
[^� k^o^kl^]� makhn`a� Z� ln[l^jn^gm� mkZgl_^k� bg� ma^� hiihlbm^� ]bk^\mbhg'� B_� �;�� eZm^k�
mkZgl_^kl�fhg^r�mh��:�%��;��l�]^Û\bm�\hne]�[^�^ebfbgZm^]�pa^g�bm�k^\^bo^l�\Zla�_khf�
bml�\nlmhf^k%�pabe^��:��l�lnkienl�fb`am�]blZii^Zk�pa^g�bm�iZrl�ma^�k^\bib^gm'

GZmnkZeer�bg\hfbg`�Zg]�hnm`hbg`�mkZgl_^kl�pbee�kZk^er�^qZ\mer�h__l^m�^Z\a�hma^k�bg�
mabl� pZr'� Bg� Z� fhk^� k^Zeblmb\� \Zl^%� l^mme^f^gm� Zfhg`� FM<l� pbee� bgoheo^� fnembie^�
iZkmb^l'�Lniihl^��;��hp^l��:���+.�_heehpbg`�g^m�mkZgl_^kl�_khf��;��mh��:��mhmZebg`�mabl�
Zfhngm'�:m�ma^�lZf^�mbf^%�i^kaZil��<��Zg]��=��hp^��*.�Zg]��*)�mh��;�%�k^li^\mbo^er%�
�<��hp^l��=���1%�Zg]��:��hp^l��+.�mh��<��!L^^�?b`nk^�+"'�L^mme^f^gm�Zfhg`�ma^l^�
_hnk�FM<l�\hne]�lmZkm�pbma�ma^�_heehpbg`3

*'� �:��\Zg\^el�bml��+.�\k^]bm�pbma��;�'
+'� �;��\Zg\^el�bml��*.�Zg]��*)�\k^]bml�pbma��<��Zg]��=�'
,'� �=��\Zg\^el�bml��1�\k^]bm�pbma��<�'
-'� �<��\Zg\^el�bml��+.�\k^]bm�pbma��:�'
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?b`nk^�+'�FnembeZm^kZe�g^mmbg`�Zfhg`�FM<l

Bm�bl�^Zlr�mh�l^^�ahp�mabl�phkdl�b_�p^�\hglb]^k�ma^�^__^\m�hg�^Z\a�FM<�l^iZkZm^er3
*'� �:��gh�ehg`^k�hp^l��+.�mh��<��Zg]�gh�ehg`^k�aZl�Z��+.�k^\^boZ[e^�_khf��;�'
+'� �;��gh�ehg`^k�hp^l��:���+.�Zg]�gh�ehg`^k�aZl�Z�\hf[bg^]�mhmZe�h_��*.�$��*)�
6��+.�bg�k^\^boZ[e^l�_khf��<��Zg]��=�'
,'� �<�� gh� ehg`^k� hp^l� �;�� Zg]� �=�� Z� \hf[bg^]� mhmZe� h_� �*.� $� �1� 6� �+,� Zg]�
gh�ehg`^k�aZl�Z��+.�k^\^boZ[e^�_khf��:�'��<��manl�^g]l�ni�pbma�Z��+.�&�+,�6��+�
\k^]bm�[ZeZg\^�obl�Z�obl�ma^�lrlm^f�Zl�Z�pahe^%�pab\a�\hne]�[^�^ebfbgZm^]�makhn`a�Z�
iZrf^gm�_khf��=�'
-'� �=��gh� ehg`^k�hp^l� �;���*)�Zg]�gh� ehg`^k�aZl�Zg��1�k^\^boZ[e^� _khf��<�%�
^g]bg`�ni�pbma�Z��*)� &��1�6��+�]^[bm�[ZeZg\^%�pab\a�\hne]�[^�^ebfbgZm^]�[r�Z�
iZrf^gm�mh��<�'

Makhn`a�mahl^�hi^kZmbhgl%�lrlm^f&pb]^�h[eb`Zmbhgl�mhmZebg`��1,�aZo^�[^^g�k^]n\^]�
mh�hger��+��ma^�k^fZbgbg`�bf[ZeZg\^�[^mp^^g��<��Zg]��=�'�

Bg� ma^� LneZbfZgb� [ZsZZk� �Zg]� ik^lnfZ[er� bg� lbfbeZk� o^gn^l� ^el^pa^k^� bg� BkZj� �
ZkkZg`^f^gml� ebd^� ma^l^� Zk^� fZ]^� ]bk^\mer� Zfhg`� \hkk^lihg]^gml� hk� fZr� [^�
_Z\bebmZm^]� makhn`a� ma^� bgm^ko^gmbhg� h_� [khd^kl� maZm� [kbg`� mh`^ma^k� FM<l� pbma�
\hfie^f^gmZkr�bf[ZeZg\^l'�Ma^l^�bgm^kf^]bZkb^l�]h�ghm�ahe]�\Zla�ma^fl^eo^l�[nm�
phkd� _hk� Z� laZk^� h_� ma^� \hffbllbhgl� Zllh\bZm^]� pbma� ma^� mkZgl_^kl� ma^r� a^ei� mh�
l^mme^'�Hnk�bg_hkfZgml�aZ]�ghm�a^Zk]�h_�Zgr�\hfiZgb^l�nlbg`�ma^bk�hpg�\ZibmZe�mh�
\hglheb]Zm^�FM<�]^[bml�Zg]�\k^]bml'4

?hk�FM<l�ebd^��:��Zg]��;��maZm�lmZkm�pbma�^jnZe�\k^]bm�Zg]�]^[bm�[ZeZg\^l%�l^mme^f^gm�
bl�lhe^er�Z�fZmm^k�h_�fZdbg`�h__l^mmbg`�Z\\hngmbg`�^gmkb^l'�Ma^�ihllb[bebmr�h_�iarlb\Ze�
l^mme^f^gm�hger�Zkbl^l�bg�\Zl^l�ebd^�mahl^�h_��<��Zg]��=�%�pa^k^�ma^�FM<l�bgbmbZeer�
aZo^�ghg&s^kh�g^m�[ZeZg\^l'�>o^g�ma^g�bm�bl�h_m^g�ghm�g^\^llZkr'



9

FM<l�h_m^g�ahe]�lfZee�[ZeZg\^l�pbma�^Z\a�hma^k%�pab\a�fZd^l�bm�ihllb[e^�_hk�ma^�[hhd&
^gmkr�l^mme^f^gm�ikh\^ll�mh�[^�\hfie^m^]�ho^k�fhk^�maZg�Z�lbg`e^�i^kbh]'�Mh�^glnk^�
maZm�mabl�aZii^gl�bg�Z�mbf^er�_Zlabhg%�Z�\hffhg�lmkZm^`r�_hk�mahl^�pbma�]^[bm�[ZeZg\^l�
bl�mh�k^]n\^�hk�lnli^g]�mkZgl_^kl�mh�ma^bk�\hngm^kiZkmb^l�pbma�ma^�\hkk^lihg]bg`�\k^]bml'�
Mabl� \Zg� [^� Z\ab^o^]� [r� kZblbg`� ma^� \hffbllbhg� kZm^� hg� hnm`hbg`� mkZgl_^kl� hk� ^o^g�
m^fihkZkber� k^_nlbg`� ma^f� Zemh`^ma^k'� LbfbeZker%� ma^� iZkmr� pbma� Z� \k^]bm� [ZeZg\^� \Zg�
k^]n\^�bml�kZm^�hk�^o^g�pZbo^�bm�^gmbk^er�mh�lmbfneZm^�hnm`hbg`�mkZgl_^kl'�Ho^k�mbf^%�ma^�
bf[ZeZg\^�pbee�[^�k^]n\^]�mh�s^kh�Zl�ma^�]^[mhk�iZrl�hnm�\Zla�mh�ma^�[^g^Û\bZkb^l�h_�
ma^�\k^]bmhk�l�bg\hfbg`�mkZglZ\mbhgl'

Ma^�Z[bebmr�mh�\hgmkhe�ma^bk�mkZglZ\mbhgl�ohenf^%�f^Zgl�maZm�ma^�FM<l�aZo^�\hglb]^kZ[er�
fhk^�\hgmkhe�ho^k�ma^bk�\Zla�Ühpl�maZg�[Zgdl%�pab\a�fnlm�iZr�hnm�_ng]l�mh�]^ihlbmhkl�
hg�]^fZg]�k^`Zk]e^ll�h_�ma^�lbs^�h_�ma^�k^jnbk^]�g^m�pbma]kZpZel'�FM<l�]h�ghm�_Z\^�
ma^�lZf^�ng\^kmZbgmr�b_�ma^r�]h�ghm�aZo^�^ghn`a�\Zla�hg�aZg]�ma^r�]h�ghm�aZo^�mh�
Z\\^im�bg\hfbg`�mkZgl_^kl'�Ma^r�fb`am�ehl^�[nlbg^ll�Zg]�\k^]b[bebmr�Zl�Z�k^lnem%�[nm�Zk^�
Zm�e^Zlm�ghm�Zm�kbld�h_�[Zgd�kngl'��

Hnk�bg_hkfZgml�k^ihkm^]�maZm�l^mme^f^gm�bl�mrib\Zeer�]Zber�bg�ma^�\Zl^�h_�\hkk^lihg]^gml�
bg�fZchk�\bmb^l%�Zg]�p^^der�_hk�mahl^�bg�lfZee^k�\bmb^l�pbma�ehp^k�mkZglZ\mbhg�ohenf^l'�
Ma^bk�g^mphkd�h_�\hkk^lihg]^gml�bl�bgm^kgZmbhgZe�bg�l\hi^'�>o^g�[ZeZg\^l�Zfhg`�eh\Ze�
\hngm^kiZkmb^l� fZr� [^� l^mme^]� bg� k^`bhgZe� \^gm^kl� ln\a� Zl� =n[Zb� Zg]� BlmZg[ne%� hk�
lhf^mbf^l�Zl�_Zk�ZÛ^e]�Zl�LaZg`aZb�Zg]�;^bcbg`'�

P^� \Zg� `^m� Zg� b]^Z� h_� ma^� k^eZmbo^� bfihkmZg\^� h_� lhf^� h_� ma^l^� ho^kl^Zl� g^mphkd�
gh]^l�_khf�ma^�+)*-�ZggnZe�k^ihkm�h_�Ngbm^]�:kZ[�Fhg^r�MkZgl_^k�!FMN:"%�ma^�_hnkma�
eZk`^lm�h_�ma^�_hnkm^^g�BLQ&eblm^]�FM<l�bg�m^kfl�h_�k^o^gn^'�?b`nk^�,�lahpl�k^\^boZ[e^l�
]n^� _khf�^b`am� _hk^b`g�\hkk^lihg]^gml%�pab\a� mh`^ma^k�Z\\hngm� _hk�,2��h_� mhmZe�
k^\^boZ[e^l'.  

?b`nk^�,'�R^Zk&^g]�+)*-�Ngbm^]�:kZ[�Fhg^r�MkZgl_^k�k^\^boZ[e^l�]n^�_khf�_hk^b`g�\hkk^lihg]^gml
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:l�hg^�fb`am�^qi^\m%�FM<l�[Zl^]� bg� k^`bhgZe�ÛgZg\bZe�\^gm^kl�aZo^� ma^�[b``^lm�
laZk^l�Z_m^k�P^lm^kg�Ngbhg%�pab\a�aZl�Z�eZk`^�hi^kZmbhg�bg�BkZj'�Bml�p^[lbm^�eblml�0.�
BkZjb�hnme^ml%�h_�pab\a�^b`am�Zk^�FMN:�[kZg\a^l�bg�;Z`a]Z]'

FM<l� k^l^f[e^� [Zgdl� ghm� hger� Zl� hi^kZmhkl� h_� Z� iZrf^gml� lrlm^f� [nm� Zelh� Zl�
ikhob]^kl� h_� lahkm&m^kf� \k^]bm'� Ghm� hger� Zk^� ma^r� ^__^\mbo^er� fZdbg`� ehZgl� mh� ma^�
\hngm^kiZkmb^l� pbma� pab\a� ma^r� aZo^� hnmlmZg]bg`� \k^]bm� [ZeZg\^l%� ma^r� fZr� Zelh�
_ng]�hnm`hbg`�mkZgl_^kl�_hk�p^ee&dghpg�\eb^gml�Z�l^kob\^�fn\a�ebd^�Z�[Zgd�ho^k]kZ_m�
_Z\bebmr'�Hg^�FM<�bg�ma^�LneZbfZgb�[ZsZZk�mhe]�nl�bm�\Zg�\ho^k�Zgrpa^k^�_khf�*)��
mh�*))��h_�ma^�mkZgl_^k�Zfhngm�bgm^k^lm�_k^^%�pbmahnm�\heeZm^kZe%�_hk�i^kbh]l�h_�ni�mh�
ten days.

Ma^� fZbg� ]b__^k^g\^� [^mp^^g� FM<l� Zg]� [Zgdl� bl� maZm� ma^� _hkf^k� ]h� ghm� Z\\^im�
]^ihlbml�Zg]�mrib\Zeer�Zelh�]h�ghm�ahe]�\Zla�[ZeZg\^l�Zl�ik^&_ng]bg`�_hk�Zgmb\biZm^]�
_nmnk^�mkZglZ\mbhgl'�Ma^�[Zgd�l�ghkfZe�\nlmh]r�khe^�bl�^ll^gmbZeer�hnmlhnk\^]�mh�ma^�
\eb^gm�abfl^e_%�pah�hger�k^ebgjnbla^l�\hgmkhe�h_�\Zla�pa^g�fZdbg`�Z�mkZgl_^k'�

P^�fb`am�mabgd�h_�Zee�h_�ma^�FM<l��\eb^gml��\hee^\mbo^er�Zl�ahe]bg`�Z�
ahf^fZ]^��
hg^� ang]k^]� i^k\^gm� ]^ihlbm� k^l^ko^'� <hf[bgbg`� mabl� pbma� ma^� FM<l�� l^kob\^l�
k^lneml� bg�paZm� bl�i^kaZil�ma^�fhlm�[Zlb\�_hkf�maZm�Z�[Zgdbg`�lrlm^f�\hne]�mZd^'�
Pabe^�h[obhnler�ghm�Zg�himbfZe�ZkkZg`^f^gm�_hk�fhlm�^\hghfb^l%�bm�bl�hg^�h_�ma^�
hnmlmZg]bg`�ln\\^ll�lmhkb^l�h_�ma^�BkZjb�ikboZm^�l^\mhk�Z�f^Zgl�h_�d^^ibg`�̂ \hghfb\�
Z\mbobmr� _khf�\heeZilbg`� bg�Zg�^gobkhgf^gm�pbma� _^p�^__^\mbo^� e^`Ze�lZ_^`nZk]l�hk�
`ho^kgf^gm�k^`neZmbhgl'

III. Implications for Monetary Policy and Bank Supervision
?neer� k^l^ko^]� [Zgdbg`� aZl� bfihkmZgm� bfieb\Zmbhgl� _hk� ma^� \hg]n\m� h_� fhg^mZkr�
iheb\r�Zg]�[Zgd�lni^koblbhg'�Bg�BkZj%�fhlm�h_�ma^�mhhel�ZoZbeZ[e^�mh�\^gmkZe�[Zgdl�
Zg]�k^`neZmhkl�bg�hma^k�\hngmkb^l�Zk^�bgZiikhikbZm^�hk�bg^__^\mbo^'�Bg�lhf^�\Zl^l%�
ma^bk�Ziieb\Zmbhg�fZr�bg�_Z\m�]h�fhk^�aZkf�maZg�`hh]'

<hglb]^k� bgm^k^lm� kZm^� iheb\r%� _hk� ^qZfie^'� Bg� Z� \hngmkr� pbma� Z� p^ee&]^o^ehi^]�
[Zgdbg`�l^\mhk%�kZblbg`�kZm^l�\Zg�lehp�^\hghfb\�`khpma�[r�\k^Zmbg`�Z�]blbg\^gmbo^�
_hk�bg]bob]nZel�Zg]�\hfiZgb^l�mh�[hkkhp'�<nmmbg`�kZm^l�aZl�ma^�hiihlbm^�^__^\m'�Bg�
BkZj%�ln\a�f^Zlnk^l�fZd^� ebmme^�]b__^k^g\^�[^\Znl^� ma^k^� bl�lh� ebmme^�ikboZm^&l^\mhk�
e^g]bg`'�Ma^r�Zelh�]h�ghm�fZmm^k�fn\a�mh�ma^�lmZm^�l^\mhk%�pa^k^�ma^�eZ\d�h_�aZk]�
[n]`^m� \hglmkZbgml� f^Zgl� maZm� e^g]bg`� ]^\blbhgl� Zk^� `^g^kZeer� ghm� `hbg`� mh� [^�
iZkmb\neZker�bgm^k^lm&kZm^�l^glbmbo^'�
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Ma^�lZf^�bl�mkn^�h_�\aZg`^l�mh�ma^�k^jnbk^]�]^ihlbm�k^l^ko^�kZm^�hg^�h_�ma^�\^gmkZe�
[Zgd�l�fhlm�ihm^gm�p^Zihgl�bg�fZgr�]^o^ehibg`�\hngmkb^l'�?hk�[Zgdl�pahl^�]^ihlbml�
Zk^�Zefhlm�_neer�\ho^k^]�[r�\Zla�Zg]�k^l^ko^l%�fho^l�ebd^�ma^�<;B�l�eZlm�k^l^ko^&kZm^�
\nm�_khf�+)��mh�*.��^__^\mbo^�L^im^f[^k�*%�+)*)�fnlm�bgoZkbZ[er�[^�ghg&^o^gml'

Bg�BkZj�ma^�hger�k^Zeer�̂ __^\mbo^�f^Zgl�h_�\hgmkheebg`�ma^�fhg^r�lniier�bl�makhn`a�ma^�
^q\aZg`^�kZm^%�[^\Znl^�fhg^r�\k^Zmbhg�k^lneml�ikbfZkber�_khf�ma^�\^gmkZe�[Zgd�l�
\hgo^klbhg�h_�NL�]heeZkl�_khf�`ho^kgf^gm�hbe�^qihkml�bgmh�eh\Ze�\nkk^g\r'�B_�ma^�<;B�
kZbl^l�ma^�BJ=(NL=�̂ q\aZg`^�kZm^%�bm�pbee�\k^Zm^�fhk^�]bgZkl�_hk�̂ Z\a�]heeZk�bm�[nrl�
_khf�ma^�`ho^kgf^gm'�B_�bm�ehp^kl�ma^�kZm^%�fhg^r&lniier�`khpma�pbee�lehp'

Lbg\^�^q\aZg`^�kZm^�lmZ[bebmr�bl�hg^�h_�ma^�<;B�l�fZbg�h[c^\mbo^l%�ahp^o^k%�bml�nl^�h_�
ma^�^q\aZg`^�kZm^�_hk�fZ\kh&^\hghfb\�fZgZ`^f^gm�aZl�[^^g�ebfbm^]'�Bglm^Z]%�ma^�
ikb\^�h_�hbe�aZl�[^\hf^�ma^�fZbg�]kbo^k�h_�ma^�BkZjb�fhg^r�lniier'�Pa^g�ma^�hbe�ikb\^�
kbl^l%�ma^�Fbgblmkr�h_�?bgZg\^�aZl�fhk^�]heeZkl�mh�^q\aZg`^�pbma�ma^�\^gmkZe�[Zgd'�B_�
ma^�^q\aZg`^�kZm^�bl�ng\aZg`^]%�fhk^�]bgZkl�pbee�aZo^�mh�[^�\k^Zm^]�mh�ink\aZl^�
ma^f�Zg]�ma^�fhg^r�lniier�pbee�bg\k^Zl^'�:g�hbe�ikb\^�]khi�aZl�ma^�hiihlbm^�^__^\m'

Ikn]^gmbZe� lni^koblbhg� [Zl^]� hg� [Zgd&\ZibmZe� kZmbhl%� bl� Zelh� bgZiikhikbZm^� bg� ma^�
BkZjb�\hgm^qm'�?hk�[Zgdl�pbma�eZk`^�ehZg�[hhdl%�\ZibmZe�Z]^jnZ\r�kZmbhl�!^'`�mb^k&hg^�
\ZibmZe�mh�kbld�Zll^ml"�Zk^�bfihkmZgm�[^\Znl^�ma^r�f^Zlnk^�Z�[Zgd�l�Z[bebmr�mh�\ho^k�
ehll^l�_khf�[Z]�ehZgl'�Bg�BkZj%�ln\a�kZmbhl�Zk^�ghm�k^Zeer�k^e^oZgm�ma^�]^ghfbgZmhk�
fZr�[^�\ehl^� mh�s^kh'�@bo^g�maZm� ebjnb]bmr�kbld%�kZma^k� maZg�\k^]bm�kbld%� bl� ma^�d^r�
blln^%�\Zla&mh&]^ihlbml�bl�\e^Zker�ma^�[^lm�bg]b\Zmhk�_hk�k^`neZmhkl�mh�fhgbmhk'

Ma^�<;B�l�iheb\r�hg�[Zgd�Zg]�FM<�\ZibmZe�bl�[Zl^]�hg�Z[lhenm^�\ZibmZe�e^o^el'�:ee�
ikboZm^�[Zgdl�p^k^�k^jnbk^]�mh�kZbl^�\ZibmZe�mh�BJ=�*))�[beebhg�[r�ma^�fb]]e^�h_�
+)**%�BJ=�*.)�[beebhg�[r�ma^�fb]]e^�h_�+)*+%�Zg]�mh�BJ=�+.)�[beebhg�[r�ma^�fb]]e^�
h_�+)*,%�_hk�^qZfie^'�LbfbeZker%�ma^�<;B�k^\^gmer�k^jnbk^]�ma^�FM<l�mh�kZbl^�\ZibmZe�
mh�BJ=�-.�[beebhg'�Bm�bl�ghm�\e^Zk�ahp�ma^l^�iheb\b^l�\Zg�[^�cnlmbÛ^]�hg�ikn]^gmbZe�
`khng]l'�Ma^r�l^^f�kZma^k�mh�[^�Zg�Zmm^fim�mh�_hk\^�ma^�[Zgdl�mh�e^g]�fhk^%�\h^k\^�
ma^� lfZee^k� [Zgdl� bgmh� f^k`bg`� pbma� hg^� Zghma^k� !mabl� aZl� ghm� aZii^g^]"%� Zg]�
k^]n\^�ma^�gnf[^k�h_�FM<l'��

Bg�lhf^�\Zl^l%�ma^�<;B�l�bglblm^g\^�hg�\ZibmZe�bg\k^Zl^l�Zelh�Zii^Zkl�mh�aZo^�e^]�
to increases in the quantity of capital at the expense of quality. Some majority 

laZk^ahe]^kl�Zk^�lZb]�mh�aZo^�nl^]�i^klhgZe�ebg^l�h_�\k^]bm�_khf�ma^bk�[Zgdl�mh�iZr�
_hk�ma^bk�hpg�kb`aml&blln^�laZk^l'�Ma^�ikh[e^f�pbma�mabl%�h_�\hnkl^%� bl� maZm� b_� mahl^�
laZk^ahe]^kl�Zk^�ngZ[e^�mh�k^iZr�ma^bk�ehZgl%�ma^�[Zgdl�pbee�mZd^�Z�ehll�Zg]�ma^�g^p�
\ZibmZe�pbee�aZo^�mh�[^�pkbmm^g�h__'
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LbfbeZker%� ma^� <;B�l� Zgmb&fhg^r� eZng]^kbg`� !:FE"� iheb\b^l� aZo^� lhf^mbf^l� aZ]�
ngbgm^g]^]� \hgl^jn^g\^l'� Bg� +)*+%� _hk� ^qZfie^%� ma^� \^gmkZe� [Zgd� bgmkh]n\^]�
g^p�k^`neZmbhgl�k^jnbkbg`�Zgrhg^�ink\aZlbg`�]heeZkl�Zm�bml�h_Û\bZe�kZm^�mh�ikhob]^�
]h\nf^gmZkr�^ob]^g\^�h_� ma^�inkihl^�_hk�pab\a� ma^� _hk^b`g�^q\aZg`^�phne]�[^�
nl^]'�KZma^k� maZg�[eh\dbg`� beeb\bm�\nkk^g\r�Ühpl� mh� BkZg�Zg]�LrkbZ%� ma^�g^p�kne^l�
bglm^Z]�ikh]n\^]�Z�fZkd^m�_hk�BkZjb�`ho^kgf^gm&\^kmbÛ^]�fZgb_^lml%�pab\a�\hne]�[^�
nl^]�mh�ikho^�ma^�^qblm^g\^�h_�Z�e^`bmbfZm^�mkZglZ\mbhg'�Ma^�iheb\r�]b]�ebmme^�fhk^�
maZg�\k^Zm^�Zg�hiihkmngbmr�_hk�h_Û\bZel�pbma�Z\\^ll�mh�ma^�kb`am�`ho^kgf^gm�l^Zel�mh�
fZd^�Z�jnb\d�ikhÛm�lmZfibg`�iahgr�]h\nf^gml'

Bm� bl�]hn[m_ne%� bg�Zgr�\Zl^%� maZm�:FE�\Zg�[^�^__^\mbo^� bg� ma^� BkZjb�\Zla�^\hghfr'�
K^jnbkbg`�[Zgdl�mh�_heehp�:FE�[^lm�ikZ\mb\^�pa^g�l^g]bg`�[Zgd�pbk^l%�_hk�̂ qZfie^%�
e^Z]l�ghm�hger�m^kkhkblml�[nm�hk]bgZkr�i^hie^�mh�nl^�FM<l�bglm^Z]'�=^Zebg`�pbma�Z�
[Zgd�l� k^jnbk^]�]h\nf^gmZmbhg� bl�lbfier� mhh� mbf^&\hglnfbg`'�Ghk�phne]� bm�fZd^�
l^gl^� mh� \kZ\d� ]hpg� hg� FM<l'� Ma^r� Zk^� ghm� `hbg`� mh� [^� bg� Z� ihlbmbhg� mh� lZmbl_r�

dghp&rhnk&\nlmhf^k�� k^jnbk^f^gml� _hk� \eb^gml� pahl^� mkZglZ\mbhgl� Zk^� ^gmbk^er� bg�
cash and therefore leave little if any paper trail.

IV. Conclusion
Bg� ]^o^ehi^]� \hngmkb^l%� ma^� nl^� h_� \Zla� _hk� Zee� [nm� ma^� lfZee^lm� mkZglZ\mbhgl� aZl�
[^\hf^�bg\k^Zlbg`er�lnli^\m'�Bg�ma^�NL%�Zgrhg^�mkrbg`�mh�fZd^�Z�eZk`^�ink\aZl^�
nlbg`�ang]k^]�]heeZk�[beel�phne]�ikh[Z[er�[^�Zllnf^]�mh�[^�Z�\kbfbgZe'�Fhlm�h_�
ma^�_hk^b`g�f^]bZ�\ho^kZ`^�h_�fhg^r�mkZgl_^k�\hfiZgb^l�_h\nl^l�hg�ma^bk�khe^�Zl�
ÛgZg\^kl�h_� m^kkhkblf'�Ma^k^�aZo^�k^\^gmer�^o^g�[^^g�\Zeel� _hk� ma^�^ebfbgZmbhg�h_�
eZk`^�]^ghfbgZmbhg�[beel�ln\a�Zl�ma^�*))�NL�]heeZk�Zg]�.))�>nkh�ghm^l�!G^p�Rhkd�
Mbf^l%�+)*/"'

Ng]^klmZg]bg`�BkZj�l�fhg^mZkr�]rlmhibZ�Zeehpl�nl�mh�l^^�\Zla�bg�Z�fhk^�ihlbmbo^�
eb`am'�Bg�\Zl^l�pa^k^�e^`Ze�k^f^]b^l�Zg]�̀ ho^kgf^gm�k^`neZmbhgl�Zk^�bg^__^\mbo^%�ma^�
\Zla�^\hghfr�bl�ghm�ikbfZkber�Z�aZngm�h_�m^kkhkblml�Zg]�]kn`�lfn``e^kl'�Bm�bl�kZma^k�
ma^�l^mmbg`�_hk�fhlm�hk]bgZkr�ikboZm^&l^\mhk�Z\mbobmr'�Ma^�hger�Zem^kgZmbo^�phne]�[^�
k^o^klbhg�mh�Z�[Zkm^k�^\hghfr'

Ma^�Z[l^g\^�h_�_kZ\mbhgZe�k^l^ko^�[Zgdbg`�bg�BkZj�bl�ghm�ma^�_Znem�h_�[Zgdl�Zg]�FM<l�hk�
ma^bk�\nlmhf^kl'�Bm�bl�kZma^k�Z�gZmnkZe�\hgl^jn^g\^�h_�ma^�]hfbgZgm�khe^�h_�[Zgdghm^l�
Zl�Z�f^Zgl�h_�^q\aZg`^�Zg]�Z�lmhk^�h_�oZen^'�?hk\bg`�ma^l^�\hfiZgb^l� mh�kZbl^�
\ZibmZe%�bglblmbg`�maZm�ma^r�bfie^f^gm�P^lm^kg&lmre^�fhg^r&eZng]^kbg`�ikh\^]nk^l%�
hk�hma^kpbl^�Zmm^fimbg`�mh�\hgo^km�ma^f�bgmh�
k^Ze�[Zgdl��pbee�ghm�\aZg`^�ma^�pZr�
ma^r�]h�[nlbg^ll'�Pbmahnm�Zgr�bfikho^f^gm�bg�ma^�^__^\mbo^g^ll�h_�lmZm^�bglmbmnmbhgl%�
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ikboZm^&l^\mhk�Z\mhkl�pbee�\hgmbgn^�mh�k^er�ikbfZkber�hg�\Zla'�<aZg`bg`�ma^�\nkk^gm�
_neer�k^l^ko^]�lrlm^f�pbee�bg^obmZ[er�ikho^�mh�[^�Zg�beenlhkr�`hZe'�

GZmnkZeer�ghg^�h_�mabl�bl�̂ ob]^g\^�̂ bma^k�_hk�hk�Z`Zbglm�ma^�ihlbmbhg�maZm�hg^�ang]k^]�
i^k\^gm�k^l^ko^�[Zgdbg`�phne]�[^�himbfZe� bg�]^o^ehi^]�^\hghfb^l'�Ma^�ihbgm� bl�
kZma^k�maZm�bg�\hngmkb^l�ebd^�BkZj�mabl�lrlm^f�fZr�[^�ma^�hger�hg^�maZm�pbee�phkd'�Bml�
Z]oZgmZ`^�bg�mabl�\hgm^qm�bl�ghm�ma^�Zf^ebhkZmbhg�h_�ma^�[nlbg^ll�\r\e^%�Zl�phne]�[^�
ma^�\Zl^�bg�Zg�:nlmkbZg�fhg^mZkr�nmhibZ%�[nm�kZma^k�ma^�ikhm^\mbhg�h_�ikboZm^�p^Zema�
bg�ab`aer�ng\^kmZbg�Zg]�h_m^g�eZpe^ll�^gobkhgf^gml'
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Endnotes 

1. ��L^^�An^kmZ�]^�Lhmh%�+))/%�<aZim^k�2%�IZkm�*�_hk�Z�nl^_ne�k^ob^p�h_�mabl�ebm^kZmnk^
2. ��L^^�ma^�Znmahk�l�ik^obhnl�\hgmkb[nmbhg�mh�ma^�BKBL�BkZj�K^ihkm�!=^P^Zo^k%�+)*."�_hk�

an account of one such episode and its aftermath in Iraqi Kurdistan.

,'� ��IZkml�h_�mabl�l^\mbhg�hkb`bgZeer�Zii^Zk^]�bg�[eh`�ihlml�pkbmm^g�[r�ma^�Znmahk�_hk�BkZj�
;nlbg^ll�G^pl�hg�?^[knZkr�+0�Zg]�FZk\a�.%�+)*-'

4. ��Ln\a�
pahe^lZe^kl��Zelh�]h�ghm�l^^f�mh�̂ qblm�bg�hma^k�fZkd^ml'�Gh�̂ ob]^g\^�_hk�ma^f�
aZl�[^^g�_hng]�bg�=n[Zb%�ma^�ND%�ma^�NL%�IZdblmZg%�hk�Bg]bZ%�_hk�^qZfie^�!IZllZl%�
+)),%�.)&.*"'

.'� � � Ng_hkmngZm^er%� mabl� bl� ma^� hger� FM<� ZggnZe� k^ihkm� maZm� ikhob]^l� mabl� bg_hkfZmbhg'�
Ma^�i^k\^gmZ`^l�`bo^g� bg� ma^�Û`nk^�Zk^�ghm�g^\^llZkber� mrib\Ze� _hk�^bma^k� ma^� eblm^]�
\hfiZgb^l�hk�ma^�l^\mhk�Zl�Z�pahe^'
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