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ABSTRACT

The thesis examines selected small national securities markets in
western and central Europe under the influence of change in the
structure of world financial market practice and increased information
flows. Markets studied in detail and visited on one or more occasions
are those of Denmark, Austria, Portugal, Hungary, The Netherlands,
Belgium and two German regional exchanges, Hamburg and Bremen. Data on
the German market as a whole is studied for its relevance to
neighbouring small national exchanges. The formation of new markets in
the Czech Republic and Slovakia is observed based on information

about, and visits to, Prague and Bratislava.

Market institutions, mechanisms and participants, particularly banks
and brokers, are examined for their contribution to the viability and
validity of each market and the realisation of development potential.
The literature of price discovery, returns generation, asymmetrical
information, market microstructure and investor behaviour is reviewed,
as is the history of national exchanges for determinants of their
present—-day form and behaviour. Structured, questionnaire-based
interviews with market participants, other fieldwork information and
the considerable volume of contemporary press and periodical material
relating to market reforms constitute the main body of evidence.
Market-by-market analysis is conducted to support conclusions based on
initial hypotheses about the function and purpose of small national

markets and formal models of investor, borrower and broker behaviour.

Trading volume is separately analysed over the longest practicable
period, using time-series econometric methods for evidence of ability
to reveal information about market behaviour and reliability as an
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income generator to sustain market-dependent broking populations and

market institutions.

Institutional factors are found to determine the volume of trading in
the medium term and hence, via the level of income generated, to

induce virtuous and vicious circles of development. In the short term,
trading volume is determined by exogenous shocks and short-run market

dynamics.
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PART ONE

CHAPTER 1: OBJECTIVES, STRUCTURE AND SCOPE OF THE STUDY

INTRODUCTION

This thesis concerns the contemporary development of small national
securities markets in Europe, as represented by six established
national and two regional markets in western Europe and four new or
re-established exchanges in the part of central Europe formerly under
the influence of the now-defunct Soviet Union. The focus of the
research is upon institutional factors and the development of trading
volume. The first aspect is mainly seen through the eyes of market
participants, principally banks and brokers, with perspectives on
turnover, viability, validity and potential for development. The
second is pursued by means of econometric modelling of turnover volume
in a smaller subset of markets over a long period to establish the
determinants of volume and the internal dynamics of each market. Both
lines of research are directed to explaining the continued existence
of small national and some regional securities markets and identifying

factors important for their success.

This chapter outlines the aims, structure and scope of the thesis, and
explains the methodologies and logistics of the empirical research in
Part 1I. Hypotheses are stated and related definitions outlined in
preparation for more detailed discussion in the rest of Part I.

Section 1.1: Objectives and structure of the thesis

As stated, the thesis seeks to explain the contemporary evolutionary
path being followed by smaller national securities markets in Europe
in terms of their institutional structure and trading dynamics. Of
special interest are markets which have undergone major reforms or
have recently been created or revived following economic
liberalisation of the former communist world.
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The objectives of the thesis are, accordingly:

1. to understand the rationale for the continued existence of smaller
national and regional securities markets and the continued
formation of new ones in a world increasingly characterised by
competing large financial centres.

2. to establish criteria for assessing the medium term validity,
viability and development potential of national markets as well as
the nature of net benefits delivered to the national economy.

3. to identify the structures and trading practices most likely to
favour growth and the stability of market institutions in the
medium term.

4. to examine in detail the réle of securities turnover volume:

(a) as an aid to efficient price discovery, to greater
transactional and informational efficiency, and to the
generation of information externalities, and

(b) as an income source to maintain a viable market with a varied
fauna of market participants and provide funds for the

development of stable market institutions.
The thesis is divided into three parts, as outlined below:

Part I: Theoretical and empirical background to the study

The discussion under this heading deals first with the general
direction of evolution of world stock markets in a context of relevant
postwar economic and financial developments, with the objective of
defining the main lines of enquiry appropriate to a study of smaller

securities markets under the influence of these broad trends.

Criteria are next developed for justifying the existence of smaller
markets and evaluating their worth, followed by an exposition of, and

12



commentary upon, two conventional approaches to justifying the
formation and promotion of national securities markets. The classic
*developing country’ and economic efficiency arguments advanced
respectively by Antoine van Agtmael [1984] and William Baumol [1966]
are reviewed against the evidential background which has accumulated
since their work was published, including the evidence collected for
this study. The cited authors’ assertions are contrasted with the

experience of a number of national markets over the last two decades.

Previous theoretical and empirical analysis and research is next
reviewed, concentrating on three topics, namely, turnover volume, the
structure of the securities broking industry and informational
considerations. The hypotheses and chosen focus of the present study
are also discussed in relation to the existing securities market
literature, which has concerned itself to a great extent with large,
efficient, transparent markets using the abundant data emerging from
their operation and concerning itself largely with factors relating to
price formation and the generation of returns. The process of
reviewing this literature is therefore largely one of filtering out

what may be useful for the present thesis.

Part II: The empirical research

The empirical research consists, briefly, of:

1. the design, conduct and analysis of structured interviews with
market participants in selected markets,

2. a multi-country review of existing research and other literature,
information supplied by national exchanges, regular monitoring of
contemporary press, periodical and other material in accessible
languages (English, German, French) throughout the research period
and the pursuit of references to earlier relevant material.
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3. econometric analysis of the evolution of market volume in two
markets, with comparative data from a third, an influential
neighbour, over a 23 year period to end-1993, using data supplied
by the exchanges and national regulatory authorities.

Sections 1.3 and 1.4 below explain the choice of markets for study and

the projects and methodologies involved. The econometric results are

presented and analysed in chapter 6. Research results for the
interviews and associated work are presented and discussed in chapters

7-10 for individual markets.

Part III1: Towards a modern national securities market

Evidence of contemporary market phenomena and the research results are

analysed together in a single chapter with a view to defining the

market organisation and behaviour that a small modern securities
market should be capable of supporting. Derivative markets are an

important part of modern market development, but are dealt with in a

summary manner, in terms of facilities that need to be provided,

rather than in terms of the phenomena that occur within them.

Section 1.2 Hypotheses

The hypotheses underpinning the research are that:

1. There are economic benefits to be identified as a consequence of
establishing and promoting viable, valid securities markets in
even the smallest independent sovereign states. They include
financial and business infrastructure improvements and the
creation of information externalities.

The main determinant of viability is the maintenance of self-
supporting levels of turnover. Validity is measured by net benefit
generated. A third component, development potential, can also be

14



defined: this is the gap between actual and potential net benefit
available from expansion. The three terms used are further
discussed and receive closer definitions in Chapter 2, Section

2.2.

The structure of many existing securities markets has evolved to
channel trading gains and market share to controlling groups,
notably banking and credit institutions, rather than allowing it
to be spread evenly among a number of market participants. This is
held to operate to the detriment of the economy in general and the
viability and validity of the securities markets in particular. As
such it constitutes a public policy opportunity to improve the
general welfare by identifying ways to encourage or require
reforms to improve income distribution as well as the
transparency, efficiency and stability of national securities

markets.

Improvements in securities markets may be achieved through the
removal of barriers to the entry of new, small, market dependent
participants, reduction in scope for corrupt or restrictive
practices, increased availability of trade information and
reduced transactions costs. A balanced fauna of market
participants can be specified, offering a model capable of
ensuring the supply of financial resources, technical expertise

and qualified, experienced entrepreneurial individuals.

Effective stock market reforms generate only short-term increases
in turnover volume. They do not necessarily create durable,
improved volume and structure. One-time reform is useful for its
own sake to generate increased public awareness as well as

15



increasing the income and funding for future market development.
Continued or repeated reform is required to increase the
probability of an improvement in structure and breadth of
participation. A continuous response is nowadays also required to
competitive pressure from other centres which diverts turnover and

threatens the viability of even a strictly national market.

There exists a spatial perception of national or regional identity
among issuers, investors and traders in equity (but not, in
general, of debt) that justifies the encouragement of national
markets through the possibility of mobilising savings and
allocating capital not otherwise readily available to firms from
small savers, private investors and institutions influenced by
national or regional considerations. Issuers may also prefer

domestic investors and a listing on a familiar market.

Market processes may be operated by specified institutions, but
are better not embodied in or monopolised by them. Institutions
whose governance may fall into the hands of a restricted group of
market participants will tend to act in the interest of that
group. Open processes, available to all qualified to gain access
to them, are to be preferred to closed institutions to whom all
rights of service provision have been vouchsafed. This includes
the provisidn of entire securities market sectors or tiers as well

as support services such as settlement and custody.
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Section 1.3 The choice of markets for empirical study

The present research arose out of work on economic institutions in
smaller European countries and was further motivated after 1989 by the
prospect of new economic entities emerging from the control of the
former Soviet Union. Two classes of small national securities market
were therefore selected for study, namely existing markets attempting
to survive competitive and other pressures and newly established
centres faced with a choice among existing models. The two groups are
linked by this consideration, the basic research aim being to reveal
and evaluate features of existing markets in order to inform the
design and development of new ones. Enquiries to all known European
stock exchanges revealed that most were in process of internal reform,
rendering any conclusions from a large scale survey dubious. The
choice was therefore made to study a small number of carefully
selected markets in depth, supplemented by a less intensive
examination of others to expose salient features not present in the
primary group. Three markets were settled upon for intensive study.
Two represent directions of development for the transition economies
while the third, Portugal, has already witnessed a radical economic
transformation not unlike that of eastern Europe. The two established
markets were selected as opposite poles within a conventionally
preferred class of European markets based on bond rather than equity
trading (von Rosen, 1990), a universal banking environment on the
German model and no major international aspirations. The first,
Copenhagen, was of interest for its vigorous espousal of reform and
new technology. The second, Vienna, had failed to reform effectively,
but remained viable at most times in spite of being the preserve of a
traditional banking clique. Both markets trade large volumes of
securities and appeared to be efficient in terms of price discovery
and information flow. Copenhagen is, furthermore, an open market with
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comprehensive reporting requirements while Vienna is a remainder
market, most trading being done directly between banks. Both border
the large German economy and its regionalised stock market structure.
The remaining markets were chosen for specific parameters of interest.
Brussels was trying to remain an international market and a major
instrument of deficit finance for the Belgian government at the same
time. Its broker numbers were plummeting under the influence of
government-induced reform, a process of forensic interest whose
outcome was uncertain. Amsterdam was an equity-based market with
international aspirations, wilting under competitive pressure from
London. Reform was under way and of interest to follow to its
conclusion in order to measure success. Budapest was the only emerging
market with sufficient infrastructure to study in any depth, while
Prague (and, at the time, Bratislava) offered the opportunity to
observe the same process at an earlier stage, driven by a different
process, namely mass privatisation. Finally the German regionals were
of interest for the likelihood of their surviving as small exchanges
without status as national institutions. It was, finally, necessary to
test the validity of the models chosen for intensive study for their
efficient functioning as markets. The means selected was an
econometric examination of the structure and evolution of trading
volume over a long period of time, before, during and after reform.
Lisbon data proved too volatile to model. The proximity of the la;ée
German market to the others required that this potential influence be
controlled for. The German market was therefore included in the
econometric study in spite of not being closely examined in other
respects. Finally, having selected markets, three factors combined to
indicate a structured interview approach in conduct of the
institutional side of the study. First, in every centre, it was hard
to establish the exact position of individual broking firms in the
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banking-broking nexus, in particular whether they were dependent upon
the market or independent of it in their behaviours, without close
perscnal contact. Second, market-dependent brokers were all happy to
talk or to provide readily available information: none were interested
in completing questionnaires and many were unreliable in
correspondence. Bank executives were more forthcoming, but this
asymmetry itself introduced bias. Third, the enormous variety of
market structures, instruments, trading specialisms and practices to
be covered would have resulted in a complicated and forbidding postal
questionnaire, inviting rejection. As a result, a simpler
questionnaire was devised and administered orally at interview, using
the interview process both to mediate complexities and generate a
systematic set of responses, aided by copious open and numerically
encoded notes for later analysis of respondents’ viewpoints and
observations. Confidentiality was an important element of the
discussion: emphasis on it appeared to yield useful confidences. Small
numbers of participants in some markets made identification of
individuals too easy héwever. For both reasons, synthesis of views was
preferred to extensive citation as the means of communicating results.
Moderate difficulty was experienced in obtaining interviews as
required. No Dutch bank and no small Belgian broker was willing to be
interviewed. Other limitations encountered were an actual lack of
active small brokers in Vienna, the dubious ownership status of
several broking firms in Lisbon and Budapest and the logistics of
fieldwork trips which often constrained appointments. The two German
regional exchanges visited were chosen for logistic reasons. Hamburg
may be considered representative and Bremen, the smallest German
exchange, particularly vulnerable. London brokers and others, with the
exception of the Austrian bond specialist discussed in Chapter 9, were
selected on the basis of personal acquaintance or a search for factual

19



information and are considered incidental to the main investigation.
The accompanying Table 1. summarises the membership of the main
exchanges visited, together with response rates to interview requests
and correspondence. Interviewees are characterised as market-dependent
(MD), market-independent (MI) or market authorities (MA). A tabular
summary of the interview responses is to be found in the Introduction
to Part (II), preceding discussion of individual markets. Interviews

were conducted in German, French and English, as required.

Table 1.
LEVEL EXCHANGE APPROACHED TOTALS
CENTRE MEMBERSHIP /ACCEPTED
TOTALS BY FOR FORMAL FIRST CORRESPONDENCE
CATEGORY INTRERVIEW VISIT AND SUBSEQUENT
(1992) VISITS (1994-95)
MI MD MI MD MA

2 AMSTERDAM 44 68 6/0 1/1 1/1 (1) (2)

2 BREMEN 1/1 (1)

2 BRUSSELS 12 52 6/3/ 8/0 1/2 (5)

2 BUDAPEST 28 12  3/1 6/4 1/1 (2) (4)

1 COPENHAGEN 21 10 8/5 5/4 1/1 (9) (1)

2 HAMBURG 1/1 (1)

1 LISBON 14 3 10/2 2/2 1/1 (8)

2 LONDON (8)

1 VIENNA 79 6 8/6 6/11/1 (8)

TOTALS 43 7

Level 1 markets

The above factors, then, led to the choice of two markets, Denmark
(the Copenhagen Stock Exchange) and Austria (the Vienna Bourse) for
intensive study, coupled with econometric analysis of their trading
volume. These two markets may be characterised as mature, with stated
ambitions to remain regionally significant, and either recently
reformed or undergoing reform. Copenhagen has a long-standing
reputation as a financial centre of excellence, while Vienna has an
acknowledged poor reputation which it is attempting at present to
redress. Visits were paid to each centre and interviews carried out,
supported by correspondence and the collection of published and
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unpublished material. After the interviews informal discussion was
conducted, and results noted, according to interests and specialisms
of respondents. The third market chosen for intensive study, Portugal
, is influenced by Spain, but not in the sense of being dominated by a
large regional economic power. The Portuguese market has been strongly
marked by recent political and economic history and may be considered
to have passed through many of the development phases now being
undergone by the newly liberalised countries of central and eastern
Europe. It is therefore a suitable place to examine the problems and
opportunities that securities markets in many of these countries may
face: re-establishment; capital flight and shortage; inflation and low
national income and productivify; privatisation; competitive pressure
from abroad; bank influence; reform of trading principles and systems,
and so on. The list of points of comparison with the former eastern
Europe is considerable (Webb, 1995).

Level two markets

The principal objective of the second level studies was to obtain a
sound basis for comparison with the exchanges studied in greater
detail and to assess the effect of increasing competitive and reform
pressure on the broking community. Fewer interviews were conducted but
the standard questionnaire was used wherever possible. Amsterdam,
Bremen, Brussels, Budapest, Hamburg and London were examined at level
two. Amsterdam and Budapest were visited twice and three times
respectively. In the German regional exchanges the continued existence
of the market was the main topic of discussion. London was ’present’
continuously through informal professional contacts and enquiries,
published material and time spent gaining experience on the dealing
desk of a specialist bond broker with Austrian connections. The
structure of the London market as such is not considered explicitly
however. The new markets of liberalised central and eastern Europe are
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still at a formative stage and were included for study to the extent
that their experience is long and varied enough to reveal a structural
and dynamic response to events. Only the Budapest Stock Exchange, the
longest established of the group, was studied in detail.

Level three markets

The markets identified in this section were studied at a low level of
resolution, mainly on the basis of published material. They are
Bratislava, Prague and Warsaw. Only Prague and Bratislava were visited
and discussions held with actual and potential market participants.
There is reason to believe that events in securities trading as well
as major changes in privatisation and economic liberalisation policy
may overtake these markets in their present form and deflect their
direction of development. Warsaw is included to the extent of its
price statistics over the first three years of its existence. In all
the markets studied the The principal influences at work seem to be a
move from ’institution’ to ’process’ as the main determinant of the
form of market mechanism adopted; the parallel development of
derivatives markets and the increasing flow of liquidity from foreign
institutional investors.

Section 1.4 Methodology

Four distinct methodologies have been employed in the study, apart

from reviewing and analysing the relevant academic literature:

1. Visits were made to selected markets to conduct structured,
questionnaire-based interviews with market participants and carry
out formal and informal interviews with the market authorities,
supplemented by correspondence and analysis of published material
supplied by exchange authorities, broking firms and banks. Markets
were categorised into three levels of intensity of examination as
already described.
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2. Econometric analysis of trading volume statistics over an extended
period for selected exchanges was carried out.

3. Existing theoretical models were extended and new ones developed
to examine (a) the determinants of securities market trading
volume and (b) the behaviour of market participants and
institutions.

4. Analysis of contemporary business press and periodical literature
reporting the ongoing process of development and reform in all the
markets studied, plus others where relevant to the argument, was
carried out.

These methodological approaches are described in more detail in the

following subsections.

1.4.1 Awareness of current developments and the economic background

The study was conducted during a period of turbulence and structural
change in the world economy that continues to affect nearly every
business sector in all of the countries examined. In addition
financial market institutions, trading methods and instruments have
themselves have been undergoing a long-running, fundamental worldwide
transformation which pre-dates the current cycle of economic
instability. This rendered current awareness and intelligence about
developments a matter of prime importance. Continuous awareness of
contemporary developments in the markets selected for study has been
maintained by daily monitoring of two newspapers (The Financial Times
and Die Welt), by frequent scanning of other European press in German
and French and by collecting short series of local newspapers and
other publications during fieldwork in specific countries. All these
sources were used to extend an existing press cuttings library dating
from 1986. Bank reviews and specialist economic publications, from
Switzerland, Austria, Hungary, the Czech Republic and Poland, supplied
material in areas poorly served by press coverage.
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The economic background for a large number of countries was furnished
from the same sources in the form of a cuttings library, partly
collected for other purposes, and a database of ionger—run economic
statistics on European countries maintained current in files suitable
for processing by econometrics software as described below.

1.4.2 National securities markets

Basic information about market organisation was requested from every
known European stock exchange. All exchanges responded and most
furnished information in English, French or German. The high (100%)
response rate was itself significant, reflecting concern for the
propagation of information and an interest in promoting the exchange.
Most material featured a mix of market and exchange statistics,
descriptions of trading and regulatory practices, promotional material
aimed at investors and the annual reports of the exchange authorities
themselves. A high proportion of exchanges referred to recent reforms.

1.4.3. Broking firms

Certain visits yielded important information about the history and
current organisation of broking firms, their strategy in the markets
in which they operated and activities which were significant for
securities broking in other national or regional markets. These
contacts were expanded by further correspondence and, in some cases,
further visits. Although the research was concentrated on smaller, new
or transforming markets, much was to be learned from certain
activities in larger, conventionally more liquid and efficient
centres, in four areas:

1. Specialist dealing and services relating to private investors,
provincial broking, small and/or illiquid lines of stock, local
fundamentals research, stock location, private placement and
preparation for introduction.

2. International dealing capable of being carried on from any centre.
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3. Operations in small national markets for clients in large centres.
4. The determinants of trading volume on a daily basis.

Relevant expertise was found in larger centres, notably London, with
evidence of its transfer to brokers in the national markets studied.
Interviews, informal contacts and working arrangements were therefore
set up with specialist brokers and dealers for the purpose of
identifying techniques, practices, organisational and trading
arrangements that are relevant and transferable to smaller national
markets. In particular, three working days were spent on a bond
broking dealing desk in London to observe detailed trading activity.

1.4.4. Public information from and about financial markets

In connection with the hypotheses concerning information generated
from and about financial markets, efforts were made to collect
material and solicit the views of respondents about the growth of
financial’ coverage in the news media and periodicals. Language
limitations often proved a barrier but it was possible to obtain
useful insights into depth of cover by puzzling out headlines, noting
the length and content of articles and the volume of listings and
tables. Respondents were able to give a view about the strength of
recent public information developments and the standing of various
titles among professionals. Their responses were analysed to test the
hypotheses (a) that information generated by financial markets can act
as surrogate for otherwise nonexistent or inaccessible economic and
business information and (b) that data and analysis generated by
journalistic, academic and other enterprise for consumption by
private and institutional investors, creates positive spillovers in
the form of information that improves general economic efficiency.

1.4.5. Market structure models

A model to support the hypothesis concerning the population dynamics
of the securities broking community was written in QUICKBASIC and
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tested against a variety of assumptions about the size, cost
structure, operating efficiency and profitability of a hypothetical
securities brokerage ’industry’. A model was also written to simulate
a traditional two-period equilibrium model (Huffman [1992])
continuously through time to expose the implications of changing risk
preferences of investors through their lifetime and the volume of
securities trading likely to be generated. A sub-model was written for
the gearing level choices of firms, with the same objective.

1.4.6. Data sources and analysis of bond volume and share turnover

The econometric work for this study was carried out using PC- GIVE
version 8.0 (Doornik and Hendry [1994]). The sources for ancillary
statistical material were highly disparate and are credited where
appropriate below. The length of the series required (23 years at
monthly intervals) and the need to use a wide variety of sources,
demanded a great deal of comparison, verification, splicing and other
preliminary treatment. Data had finally to be in appropriate form for

presentation to PC-GIVE in the form of fixed and equal-length series.

Statistics for the Lisbon and Oporto Exchanges are drawn from the
Annual Report of the Bolsa de Valores de Lisboa 1991, from various
issues of the monthly Digest of the Research Department of the Lisbon
Exchange, from December 1992 issues of the daily Boletim de Cotacoes
and from circulars and statistical summaries furnished by brokers
visited, who, for reasons given elsewhere, are not identified. Further
detailed information on monthly prices and trading volumes from 1985-
1994 were supplied direct. The kind assistance of Mr. Jose Bessa
Mendes in providing this information is gratefully acknowledged.
Statistics for Copenhagen were supplied by the Copenhagen Stock
Exchange. For early years the Exchange had to perform research of its
own into file records. This research was commissioned by the present
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author to ensure series of adequate length. Acknowledgement is made
for the material for later years, supplied gratis, but not without

effort, by the Information Department.

Statistics for Vienna were supplied in part by the Vienna Exchange but
in the main from the published monthly statistics of the Austrian
Control Bank. Statistics for Warsaw were provided by the Polish
National Bank (Naradovy Bank Polsky) and, for Germany, from the
Deutsche Bundesbank monthly bulletins. For Sweden figures were
supplied by the Stockholm Stock Exchange. Use was also made of the
monthly equity volume series for major countries, published from 1988
onwards by the ’Financial Times’, based on figures supplied by NatWest

Securities.

1.5 Summary

This chapter has outlined the overall structure and layout of the
thesis and its objective of explaining the factors that underpin the
enduring concept of national securities markets, readily formed and
re~-formed and equally robust to neglect and quiescence as to radical
political and economic change and competitive pressure. The reasoning
behind the selection of markets and the choices involved in deciding
the scope of the empirical study, the resources used and the
methodologies applied has been exposed. The main hypotheses motivating
the investigation have been outlined and are further explained and
refined in Chapter 2, following introductory material on conditions in

world financial markets.
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CHAPTER 2: THE RATIONALE FOR SMALL NATIONAL SECURITIES MARKETS
INTRODUCTION

This chapter first provides, in Section 2.1, a brief summary of
larger-scale historical, economic and contemporary financial
background to current developments in securities markets worldwide,
identifying factors taken into consideration in the rest of the study
and stating certain assumptions and limitations on the areas examined.
In Section 2.2 definitions are supplied for the criteria of
viability, validity and development potential already referred to in
Chapter 1. Detailed definitions of criteria are necessary to give
direction to the empirical work. In contrast to these criteria, in
Section 2.3, a review is presented of classical ’developing country’
arguments for securities markets.

Section 2.1: Recent developments in world capital markets

Dynamic development has always been the exception rather than the rule
in capital markets. Large-scale technological, economic and political
transformations have provided the driving force for episodes of growth
and transformation, often followed by collapse, reform, consolidation
and long periods of quiescence. The financing of the Dutch and English
trading companies during the 17th century, the worldwide railway booms
of the mid 19th century and colonial expansion around the millenium
are all examples of such episodes. Many of today’s stock markets were
shaped by them. Periods of expansion were often ended by financial
market collapses and interspersed with more ephemeral investment
surges having more the character of ’bubbles’, using the modern
definition of the term (for a full discussion see Dwyer and Hafer
[1988]). The Wall Street Crash of 1929 tempered public enthusiasm for
stock markets for decades and arguably continues to colour opinion,
reinforced by the collapse of bubbles such as that of October 1987.
Economic reconstruction after the Second World War was financed with
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the help of international co-operative arrangements under the umbrella
of fixed exchange rates from 1944 and without major stock market
developments. By the 1950s and 1960s, capital markets lived a
sheltered life somewhat apart from the mainstream of economic life. In
many countries markets were not well regarded by governments wedded to
doctrines well to the left of those regarded as conventional today.
Across eastern Europe, financial markets all but disappeared. Today,
world capital markets are well into a new development phase, one which
is unique in that it does not owe its origins to economic expansion
but to structural change in the world economic and political order; to
the deregulation of financiai flows; to the growth of information and
communications technology; to new financial instruments and
intermediaries; to competition between investing institutions and to
rivalries between and within financial markets. It is thus important
to enumerate briefly the factors behind these transformations and to
assess the present position with regard to what may profitably be
studied and what awaits further development and research.

2.1.1. Political and economic philosophy

Socialist ideas and Keynesian principles of economic management were
widely perceived to have failed by the 1970s and were replaced by more
’liberal’ economic views that gave a larger rdle to markets and
competition. During the 1980s and early 1990s, the main effects of
this change of view have been privatisation of state assets,
respectability and a higher public profile for financial markets,
trade liberalisation and the removal of many barriers to international
capital flows. The failure of communism and rapid advance to economic
normality of the former Soviet bloc’s more market-oriented satellites,
coupled with the forced renunciation of *third way’ socialised
economic models by Sweden and others, have reinforced the new model
during a prolonged severe downturn in world output and trade.
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2.1.2: 0il prices, inflation, currency and interest rate developments

The tripling of oil prices by the OPEC cartel in October 1973, and a
further turn to the same screw in 1979, gave rise to international
financial co-operation to deal with the very large financial flows
that followed the redistribution of oil-related income. Private banks
increased their lending to sovereign states and the Eurocurrency
markets expanded. Price inflation caused the final breakup of the
established world monetary order into general floating and a period of
highly volatile interest rates, followed by general stagnation. One
consequence was, however, a recognition that markets were capable of
absorbing shocks, and indeed were the only mechanism to do so: shown
by the continuous cycle of agreement, collapse and renegotiation of
most institutional initiatives to maintain world economic stability.

2.1.3: Technology and the management of complexity

The period of turbulence and stagnation that characterised the 1970s
was replaced by renewed economic growth in the 1980s. There was
however by now available a range of financial market instruments
designed to accommodate large and complex capital flows, to manage
risk and to tailor borrowing and lending propositions very accurately
to the needs of issuers and investors. The advent of cheap and massive
computing power able to calculate the value, risk and return to a
limitless number of alternative investment positions added precision
to planning and execution. New communications and information
management techniques began to allow information to be communicated to
all interested parties more or less instantly worldwide basis. The
increasing freedom of capital to travel has thus been complemented by
a comprehensive guide to the most rewarding destinations.

2.1.4: Present position

It may be that the transformation described above is now substantially
complete. Apart from further developments in technology, both
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financial and physical, world financial markets may now continuously
converge and seek (without necessarily reaching) positions of
competitive equilibrium based on trading out the increasingly well-
known and accessible opportunities to earn higher than average yields
in a given risk category in any market. Opportunities for excess
returns must therefore be considered to be diminishing as {mproved
information flows and increasing professional investment activity
spread worldwide. On the other hand, this trend may be expected to
increase competitive pressure to seek out areas where the prospects of
above-average gain have not yet been exhausted. Evidence will be
presented that this is the case. All the above has largely been
considered from the viewpoint of securities prices and yields. Many
studies have been able to point to stable patterns of returns across a
wide range of countries, unaffected by the way local markets are
organised, although returns have usually been measured in terms of
local index movements rather than total yield including dividend
receipts. The general assumption is made that globally operating
forces inevitably produce convergence. This ’end of history’ view is
contradicted by a great deal of other evidence however and the réle of
transactions volume has been neglected. In established national
markets there is also countervailing ambition for, and protection of,
national institutions and practices through improving the ability to
absorb competitive pressure, or by insulating them from outside
interest, for example by tolerating corruption by insiders. In newly
formed markets there is evidence of preferred local trading practice
emerging despite conflicting foreign advice and pressure. This is
understandable. Tradition has always been the main force underpinning
confidence in established markets. With national commercial culture it
creates a link between market operators and investors: groups who are
everywhere famously unaware of the details of each others’ business.
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It is equally likely, and is retained as a hypothesis of this study,
that the existence of perceptual national horizons in the minds of
many issuers and investors, and to a lesser extent in those of traders
and larger financial institutions, will continue to maintain an
important rdle for smaller national securities markets. The difficulty
of disseminating and achieving effective und;rstanding of information
about complex local situations is likewise a factor tending to promote

the continuance of national markets. Two major risks characterise the

present position and are the subject of general speculation, namely:

(a) that the world financial system, including exchange parities,
may become unstable because of the size of financial flows and
their concealment by the use of derivative instruments. The
capacity of the banking system to increase or cut off the
supply of credit is well beyond the capacity of national
governments and international institutions to control in the
short run, and,

(b) that the growing use of derivative instruments per se
traded in options and futures markets, as well as those
created by financial institutions for large customers, may
lead to the collapse of individual institutions whose
balance sheets no longer disclose the true position,
particularly as regards interlocking contingent

liabilities.

These risks will not be considered further in any specific way, but
since some of the effects of major instability have already been
observed in national financial markets (for example the reimposition
of capital controls by the Spanish government during the September
1992 currency crisis and the effect of this on international bond
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trading), the uninterrupted further deregulation of national markets
and the permanence of assured freedom of movement of capital cannot be
regarded as assured in any borrowing or investment decision and hence

in the development of any financial market.

A further source of apparent instability has been the varying speed
with which different countries have deregulated, removing interest
rate and credit ceilings and freeing current and capital capital flows
from exchange control restrictions. Some uneven features remain.
German banks continue to succeed in restricting competition between
themselves in a large and successful economy which has nevertheless
only recently (1994) permitted a commercial money market to function
with some freedom. Spain, Portugal and Greece have made progress but

continue to maintain strictly regulated financial markets.

That the freeing up of financial markets increases welfare remains
largely a presumption, against which may be set disadvantages such as
overuse of credit for consumption and short term commercial
investment, with a resultant building up of private debt to the
detriment of savings and longer-term investment. Other drawbacks are
the possibility of asset price inflation such as Britain suffered
after 1988; insensitivity of national economies to previously adequate
*doses’ of monetary policy; and increased financial fragility in the
form of default risk as debt service ratios increase. As monetary
conditions ease under the pressure of credit creation, whether or not
the authorities at any given time wish them to, company gearing levels
and the general capability of the corporate sector to leverage its
operations on the basis of rising market capitalisation, increases
risk. That risk is further increased if finance ministries and central
banks then respond to the perceived diminution of their policy
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authority by enforcing larger interest rate increases than would
otherwise be the case. On the other hand breaks in financial markets
worldwide seem to have proved less damaging to national economies than
was formerly the case in a supposedly more closely regulated
environment. In the contentious area of derivative and other secondary:
market instruments it has often been held that well-designed
derivatives and the securitisation of the assets of financial
intermediaries such as leasing companies reduce the cost of monitoring

financial markets and relieve the need for credit rationing.

It has been pointed out by Blundell-Wignall [1991] that if financial
liberalisation increases liquidity then permanent rather than
transitory income would increasingly determine consumption
expenditure; money supply (on increasingly broad measures) would
decouple from economic activity levels; financial prices, based on
expectations, would become a better lead indicator of inflation and
real activity, and the influence of monetary policy on financial

prices would become more diffuse.

Evidence for the improvement of indicators based on financial prices
comes from the yield curve, reflecting the underlying term structure
of interest rates. Blundell-Wignall shows that for all relevant
countries except Japan the power of the yield curve to explain nominal
GDP and inflation movements improves markedly in the 1980s compared
with the previous decade. Another effect of market freedom is seen in
the increased responsiveness of changes in long rates to changes in
short rates and foreign long rates: in other words borrowers and
lenders have greater freedom than formerly to neutralise or trade out
disparities along the yield curve as soon as they appear (typically as
a result of central government operations on short rates). On the
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other hand there is evidence of greater financial fragility in the
form of rising rates of company failure and debt default due to an
increase in risk-taking induced by competition in both financial and
non-financial market sectors. Some part of increased risk-taking may
however be held to be due to the form of corporate bankruptcy
legislation in many countries where, under limited liability
provisions, promoters cannot be held liable for the full extent of
their losses. This, if we are not careful, leads on to a debate about
information asymmetries between borrowers and lenders. Suffice it to
note here that there remain profound differences in the level of
information sharing between continental European, especially German,
universal banks and their clients, and the more strictly segregated

commercial credit banking tradition of the US and the United Kingdom.

In common with the empirical results of this study based on an
analogous treatment of trading volumes, Blundell-Wignall also finds
increased volatility in bond yields and stock returns. Correlations
between markets are found only rarely however, usually in connection
with large disturbances having an international effect. Correlations
increase between the 1970s and the 1980s (see for example Dwyer and
Hafer [1988]). The present study finds similarly few inter-country
correlations with some evidence of increase between the two decades,

but does not examine international disturbances specifically.
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Section 2.2: Criteria to be applied to national securities markets

For reasons given earlier the evolution of security prices alone is
likely to yield mixed evidence about the health of a given market. A
less well studied area has been transactions volume. This has multiple
implications for:
(a) conventional market microstructure analysis as regards
immediacy, liquidity and other measures of performance and,
(b) the basic structural form, stability and prospects of
financial markets considered as branches of commerce dependent

upon stable or steadily growing income flows for their survival.

As well as being less well studied, transactions volume is less
publicised in the markets themselves. No market can function without
price. Its discovery and propagation is the stuff of much market
analysis. Volume, whether considered as order flow, as completed
transactions or even as inventory is equally important but subject to
much greater variation in treatment, with a different motivation for

doing so, at every level in every market.

It is the basic thesis of this study that the mode of generation and
the handling of transaction volumes is a fundamental determinant of
the medium term form and function of smaller national securities
markets and hence of their prospects. In the short run however the
causality runs the other way, with volumes dependent on market form
and functioning. In financial markets there is no long term (for a
more closely defined statement, and exceptions such as long market
memory, see Introduction to Part II. preceding Chapter 6. The
usefulness of markets to their national economy is connected to their

ability to mobilise savings, allocate capital and improve economic
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efficiency through the transparency generated by an expanded
information supply. Over the long run however they may flourish,
languish or even die for a wide variety of reasons unconnected with

their economic attributes. This phenomenon demands explanation.

The sheer variety and capacity for rapid transformation of securities
markets also begs questions about their basic nature and the criteria
to be applied to any study of their individual features. Securities
markets also behave collectively and need to be studied as much in the
way of a private industry as a public institution, even in smaller
countries. They cannot be shown to be a necessary feature of the
political, economic or social landscape because they possess economic
justification or because are endowed with any particular constitution
or regulatory réle. Counter examples, including the absence of
securities markets, can always be cited. Real world markets can only
be shown to be viable or otherwise and evidence marshalled for factors

that would improve their viability (or otherwise).

Justification can often be found, on the other hand, for allocating
resources to create or maintain a market that would not otherwise be
viable, by virtue of the positive externalities created by its
operation. Such a market is defined here as a valid market. The ideal
market is one which is both valid and viable and, as will be seen

below, has also maximised its potential.

This study endeavours as a result to identify necessary and sufficient
conditions for the creation and continued existence of smaller
European markets and to explain their past, present and future in
terms of their viability, validity and potential. These terms
therefore receive more specific definitions below.
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2.2.1: The viability of a national market

A stock market is viable if it can create and maintain securities
trading at levels of volume sufficient to support its own continuance
out of revenues resulting from participants’ activities, at market
prices. This is the oniy necessary and sufficient condition for a
market to be viable and there is historical evidence that little more
is required to bring a national public market into existence and
sustain it over long periods of time. A viable market need not be a
valid market: as evidenced by the frequent blossoming of speculative
markets driven by an excess of savings or a gambling culture,

possessing no legitimate supply side or regular fauna of participants.

Viability is further addressed in this study under the following
headings:

1. Turnover volume

Confidence in a market on the part of issuers, investors,
intermediaries and the public is a necessary condition for sustaining
turnover in the longer run. Confidence is a product of perceived
market quality, a factor itself dependent at least in part on turnover
volume. Vicious and virtuous circles in the growth and the development
of individual markets should therefore to be expected. The
quantitative material in the study bears heavily on this point.
Viability is assessed as a function of the behaviour and determinants
of turnover volume. Turnover is also a widely accepted proxy for
liquidity, a measure of reaction to information and the basic income
provider for many market participants. It is accordingly a key long
term indicator of viability. For a discussion of the relation between
turnover volume and value and the precise definitions adopted for the
bond and equity markets in the empirical research, see Section 6.2.1.
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2. The securities industry

Where financial market operations are sufficiently extensive, their
activities may be analysed in terms of structure and performance using
criteria employed in other service industries and the microeconomics
of competitive behaviour. The analysis of imperfect competitive
equilibrium furnished by Chamberlin is reviewed later, as is work on
US markets by a number of authors. In smaller markets characterised by
stagnation interspersed with sporadic bursts of activity, the ability
of ’survivors’ to dominate trading, regulatory and information systems
requires a socio-political, cultural or historical explanation. This
is furnished by way of hypothesis and evidence for two models for such
markets: the ’calving’ model of securities firms and the ’starving

population’ paradox found in moribund markets.

3. Corporate Finance

Private firms need to be able to adjust the ratio between equity and
loan capital employed in response to changes in the risk/return
relationship they face in their operations through the business cycle.
Use by listed companies to achieve a desired debt/equity ratio is
posited as a main indicator for the viability of national stock
markets and addressed as such in the research. A model is developed of
the evolution of the basic debt/equity relationship in a typical firm

through time and its relation to trading volume.

4. Economic convergence and divergence

Recent history has shown that convergence of activity levels, interest
rates, currencies and national budget frameworks in Europe is not
inevitable, adding significance to the separate evolution of
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individual national markets. Much of the information supplied by
respondents and garnered from current literature in the course of
research predates the monetary and political turbulence of late 1992
onwards. Later developments may have changed the views of some
respondents, but most in any case reflect the general view of market
traders that turbulence and divergence creates business and adds to

the viability of individual national markets.

5. Regulatory conflict and convergence

Internationally competing exchanges are motivated to lighten their own
regulatory requirements in order to attract turnover from each other.
Smaller national exchanges are often obliged to compensate for the
ease with which their narrower markets can be manipulated by applying
stricter regulation. In national markets with internationally traded
segments, conflicts will be observed which require resolution.
Regulatory conflict is to be distinguished from regulatory competition
between centres vying for turnover, on which there is an established

literature.

The minimum standards perceived as required by smaller national
markets to maintain confidence in their quality increasingly converge
with those deemed appropriate for international markets. This applies
whether or not a given market is internationally significant or
whether the standards are relevant to it. International standards for
the conduct of financial markets are autonomously developing more
rigorous and explicit forms as the range of instruments and trading
methods, as well as the risk of general instability and opportunity
for fraud, increases. To the extent that these standards and trading
features have come to determine confidence in national markets they
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have to be applied in order to maintain turnover volume, whether or
not they are appropriate. This trend appears in the research results,

particularly with regard to insider trading regulations.

Pressure for national markets to conform to international practice is
transmitted by the operations of multinational financial institutions
and consultancies, by cultural changes in market-linked organisations
and by the influence on market participants and public alike of
greatly increased information, analysis and published and broadcast
opinion about world financial markets. In larger markets it sometimes
asserted that cross-listing can cause pressure for convergence. There
is no evidence from the present research that this is a factor in the
small national markets studied. The strength of the transmission
mechanism in individual countries amplifies or attenuates the
regulatory convergence processes described above. Regulatory conflict
and unnecessary convergence may be held to reduce the viability of

national markets.

2.2.2: Validity of national securities markets

The separate necessary and sufficient conditions for a national stock
market to exist are few in number and there are no individual
conditions that are both necessary and sufficient for their creation.
Necessary conditions are:

(1) the existence of adequate numbers of issuers, investors and
market entrepreneurs for the incentive to exist for them to
come together,

(2) a sufficiently well-developed commercial infrastructure and
legal or quasi-legal arrangements that allow bargains to be
concluded, securities to be delivered, title established and
settlement effected, and
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(3) toleration of financial market operations by the public

authorities.

Nations can do without stock markets and markets can continue to exist
in a moribund condition, serving little obvious economic purpose, for
long periods of time. Existing markets can be brutally disrupted or
extinguished, as happened recently in Nigeria. There are thus no
circumstances that render the existence of a national (or indeed any)
securities market necessary for economic survival. It can only be
argued that there are costs associated with not possessing a market
and a range of potential benefits that accrue to owning a national
securities market with one or another set of operational attributes.
Even a moribund market, for example, preserves valuable institutions
that enjoy the confidence of participants. They can be revivified more
easily than new ones can be created to service the requirements of
economic or fiscal expansion. A market which reliably delivers
qualitatively or quantitatively measurable benefits to the economy in
which it is located, is termed here a valid market. Some further

aspects of validity are discussed below.

1. Justification.

Into this area falls the question of what disadvantages accrue to the
non-possession of public national stock markets, what unavoidable
arguments exist for their establishment or continuance and what
minimal essential operational characteristics are necessary for a

valid market to exist.

Securities markets mobilise savings, improve the efficiency of real
resource allocation and ensure that interest rates and returns are
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market—determined. The analysis of van Agtmael [1984] along these
lines is reviewed below. The mobilisation of capital for private
enterprise, public bodies and fiscal deficits supplies a primary
justification for national public stock markets but is neither
necessary nor sufficient for their existence or absence in practice.
In many countries private subscribers and domestic financial
institutions, or the use of international capital markets and lending
institutions, continue to be the mainstay of corporate and public
finance even in the presence of securities markets. Markets do not
guarantee an undistorted structure of interest rates and returns,
especially to small savers. ’Justification’ is therefore a complex
issue involving the ex ante measurement of public and private benefit.
The term is to be treated with caution. Only a market which, ex post,
can be shown to deliver benefits above and beyond the resource cost of
maintaining it may be held to be valid and offer the further

possibility of viability in its own right.

2. ’Necessary lies’

Attitudes to stock markets are everywhere contradictory. Confidence
and trust are regarded as basic, but abuse is common. Insider trading
is increasingly prohibited but privileged information is widely used
to obtain excess returns. Markets are alleged to be information-
efficient and reflect underlying economic reality but everywhere
behave otherwise for quite long periods. These are weaknesses that can
be tolerated within a family, but not by outsiders. That argues for
the necessity of markets that are, for a majority of participants, in
some sense, their own and dependent on the strength of their loyalty
rather than logic. National or regional markets may thus be valid and
indeed better equipped than international entities to serve their
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local economy in a world where no-one meets, or agrees to rely on,
formal international standards of organisation and conduct. More
trading may be done with national markets than without them.

3. The spatial ’horizon” of market participants

Issuers large and small, private investors, small savers, professional
fund managers, brokers, banks, regulators and politicians all possess
different attitudes to securities trading on national as opposed to
foreign or international markets. The smaller the country, the more
likely are these groups to coalesce and be represented by individuals
with overlapping interests. For instance, in Austria at the time of
the research fieldwork, the Mayor of Vienna and prominent national
politician, Helmut Zilk, was the head of a major bank. The country’s
main broadsheet newspaper, ’Die Presse’ is owned by the Chambers of
Commerce. Presidents of regional and national Chambers are often
elected members of Parliament, even ministers. Smaller enterprises in
particular are less visible. Their position is affected by
differential fiscal measures and financing practices which, added to
small size and, often, poor liquidity, increase the difficulty of
scrutiny and fundamental analysis by investors abroad. Mapping
securities markets into their natural, spatial constituency may be
held to increase their validity for all their actual and potential
participants, including those based elsewhere.

4. Public policy attitudes

It is useful to categorise the public policy stance towards markets.
Attitudes include forbidding, directing, regulating, manipulating,
inhibiting, condoning, reforming, liberalising and promoting the
operation of stock markets. Condonement is the only necessary
condition for a market to exist. All policies except condoning involve
legislative and administrative effort as well as at least implied
redirection of economic resources, with consequent welfare effects at
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the national and international level. A moment’s thought devoted to
the possible policy stances listed above is sufficient to show that
each may have entirely different repercussions upon the viability of a
market as opposed to its validity. For example, regulating a market
may increase its validity as a safe resort for investors while
destroying its viability by diverting a large proportion of trading

turnover to more lightly regulated markets abroad.

2.2.3: The development potential of national markets

The ratio of the size and complexity of a national stock market to
that of the national economy in which it is embedded is, on many
measures, highly variable between countries. A great deal of this
variation may be explained by the international activities of national
financial markets and by the entrepreneurial culture of their
participants. There remains however the question of what is the
appropriate size for a national market in relation to the national
economy, and what potential therefore remains to be exploited,
particularly the potential for positive spillovers, in countries where
the stock market is under-developed. This way of looking at
development potential is to be distinguished from simple commercial
growth and development. Development potential here refers to the gap
between the present level of market scope and activity and any higher
level that would deliver increased economic benefits, in the form of
positive spillovers. A rough equilibrium can be specified where the
costs of promoting a national securities market to levels of operation
that are (a) higher than necessary to maintain validity and (b)
greater than that reached by the naturally viable operation are equal
to the extra positive externalities. The externality of most interest
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to this study is information. The operation of markets can be shown to
create information as a low-priced commodity, or as a free public
good. It is of particular value to relatively underdeveloped but
complex economies, dependent on a great deal of information. In all
economies unlisted companies benefit from information about their
listed peers. This general treatment of the information externality is
to be distinguished from the information theoretic treatment of

securities markets in general.

Section 2.3: Why are securities markets desirable or necessary ?

INTRODUCTION

The case for promoting securities markets in less developed countries
(LDCs) has been set out by van Agtmael [1984] in the context of the
lessons learned from third world political and economic mismanagement
in the 1970s. Some of the main points of that analysis remain relevant
in a different landscape, namely the creation of new markets in
eastern and central Europe. The van Agtmael framework begs questions
however when it is applied to the known deficiencies of some existing
European markets large and small. Examples would be the failure of
London’s third market and doubt over the future of its second; the
periodic reappearance of negative interest rates; corruption within
apparently sophisticated markets such as Vienna and complete
domination of a market by banks, as in Tel Aviv. A more general
economic perspective on the functioning of securities markets has been
supplied by Baumol [1965] whose analysis has been used as a starting
point by many other authors. Although both authors develop a
compelling case for national securities markets, the extent to which
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the benefits they identify have not accrued, and the degree to which
problems van Agtmael in particular associates with non-possession of
securities markets have persisted, is striking even in mature
economies.

2.3.1: The van Agtmael scenario

LDC development policies of the 1970s emphasised intervention by
governments and the planned allocation of resources, rather than their
allocation through stock markets. Van Agtmael identifies (below in
bold) a number of benefits that can be conveyed by national stock
markets in emergent economies as well as corresponding disadvantages

and problems.

The financial system of a developing country is rendered more

competitive and efficient through:

1. the availability of alternative, competing saving and borrowing

instruments and institutions for investors and issuers alike.

Banks, for example, may or may not have a direct interest in
client firms using the stock market rather than themselves to
obtain capital. They have an indirect interest in reducing the
risk implicit in clients’ high capital gearing ratios, as well as
in opportunities to invest at equity rates of return in companies
about which they have more information than other outside
investors. Interview responses collected as part of the present
research leave little doubt that financial innovation is not
vigorously pursued by credit institutions competing

oligopolistically in a less than energetic manner.
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Non-bank financial institutions are in a different position.
Pension and insurance fund managers compete for levels of return
that make them an attractive home for savers’ funds over and above
savings bank deposits. Investment banks require corporate clients
for the flotations and other issues on which their fee and trading

income is based.

opportunities for greater specialisation and financial innovation

by intermediaries

Even simple broking creates opportunities for specialisation
that are capable of reducing transactions costs, but only if a
sufficiently numerous broking community exists to generate the
necessary competitive pressure. Brokers may be divided into
those offering execution only, those offering advice in
addition to dealing services and those acting as discretionary
brokers: in effect managing private portfolios for their
owners. The first of these classes will emerge in a
sufficiently competitive broking market where market share may
be gained by offering reduced transaction costs. The third is
likely to become a source of financial innovation in seeking
to offer increased portfolio performance for clients (FINT
[1993]/1). The advisory broker remains the norm in most
markets and, in many countries, the opportunities have often
been identified and exploited by foreign rather than domestic

intermediaries.

creation of greater public awareness through promotional and

marketing activities of participants



Evidence of this was found throughout the markets studied. Little
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