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35(9,(:
3ROLWLFV�LV�H[FLWLQJ�EHFDXVH�SHRSOH�GLVDJUHH��7KH\�GLVDJUHH�DERXW
KRZ� WKH\�VKRXOG� OLYH��:KR�VKRXOG�JHW�ZKDW"�+RZ�VKRXOG�SRZHU
DQG�RWKHU�UHVRXUFHV�EH�GLVWULEXWHG"�6KRXOG�VRFLHW\�EH�EDVHG�RQ
FRRSHUDWLRQ�RU�FRQIOLFW"�$QG�VR�RQ��7KH\�DOVR�GLVDJUHH�DERXW�KRZ
VXFK�PDWWHUV�VKRXOG�EH�UHVROYHG��+RZ�VKRXOG�FROOHFWLYH�GHFLVLRQV
EH�PDGH"�:KR�VKRXOG�KDYH�D�VD\"�+RZ�PXFK� LQIOXHQFH�VKRXOG
HDFK�SHUVRQ�KDYH"�$QG�VR�IRUWK��)RU�$ULVWRWOH��WKLV�PDGH�SROLWLFV
WKHߝ�PDVWHU�VFLHQFHߞ��WKDW�LV��QRWKLQJ�OHVV�WKDQ�WKH�DFWLYLW\�WKURXJK
ZKLFK�KXPDQ�EHLQJV�DWWHPSW�WR�LPSURYH�WKHLU�OLYHV�DQG�FUHDWH�WKH
*RRG�6RFLHW\��3ROLWLFV�LV��DERYH�DOO��D�VRFLDO�DFWLYLW\��,W�LV�DOZD\V�D
GLDORJXH�� DQG� QHYHU� D� PRQRORJXH�� 6ROLWDU\� LQGLYLGXDOV� VXFK� DV
5RELQVRQ� &UXVRH� PD\� EH� DEOH� WR� GHYHORS� D� VLPSOH� HFRQRP\�
SURGXFH�DUW��DQG�VR�RQ��EXW�WKH\�FDQQRW�HQJDJH�LQ�SROLWLFV��3ROLWLFV
HPHUJHV� RQO\�ZLWK� WKH� DUULYDO� RI� VRPHRQH�HOVH� LQWR� WKH� VWRU\� �D
0DQ� �RU� :RPDQ�� )ULGD\��� 1HYHUWKHOHVV�� WKH� GLVDJUHHPHQW� WKDW
OLHV� DW� WKH� KHDUW� RI� SROLWLFV� DOVR� H[WHQGV� WR� WKH� QDWXUH� RI� WKH
VXEMHFW�DQG�KRZ�LW�VKRXOG�EH�VWXGLHG��3HRSOH�GLVDJUHH�DERXW�ZKDW
LW� LV�WKDW�PDNHV�VRFLDO� LQWHUDFWLRQߝ�SROLWLFDOߞ��ZKHWKHU� LW� LV�ZKHUH�LW
WDNHV� SODFH� �ZLWKLQ� JRYHUQPHQW�� WKH� VWDWH� RU� WKH� SXEOLF� VSKHUH
JHQHUDOO\���RU� WKH�NLQG�RI�DFWLYLW\� LW� LQYROYHV� �SHDFHIXOO\� UHVROYLQJ
FRQIOLFW� RU� H[HUFLVLQJ� FRQWURO� RYHU� OHVV� SRZHUIXO� JURXSV��
'LVDJUHHPHQW� DERXW� WKH� QDWXUH� RI� SROLWLFV� DV� DQ� DFDGHPLF
GLVFLSOLQH� PHDQV� WKDW� LW� HPEUDFHV� D� UDQJH� RI� WKHRUHWLFDO
DSSURDFKHV� DQG� D� YDULHW\� RI� VFKRROV� RI� DQDO\VLV�� )LQDOO\�
JOREDOL]LQJ� WHQGHQFLHV�KDYH�HQFRXUDJHG�VRPH� WR�VSHFXODWH� WKDW
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WKH�GLVFLSOLQDU\�GLYLGH�EHWZHHQ�SROLWLFV�DQG�LQWHUQDWLRQDO�UHODWLRQV
KDV� QRZ� EHFRPH� UHGXQGDQW�� �&KDSWHU� ��� FRQVLGHUV� KRZ�� ZK\�
DQG�ZLWK�ZKDW�MXVWLILFDWLRQ��SROLWLFV�KDV�EHHQ�FULWLFL]HG��
.(<�,668(6

:KDW�DUH�WKH�GHILQLQJ�IHDWXUHV�RI�SROLWLFV�DV�DQ�DFWLYLW\"
+RZ�KDVߝ�SROLWLFVߞ�EHHQ�XQGHUVWRRG�E\�YDULRXV�WKLQNHUV�DQG
WUDGLWLRQV"
:KDW�DUH�WKH�PDLQ�DSSURDFKHV�WR�WKH�VWXG\�RI�SROLWLFV�DV�DQ
DFDGHPLF�GLVFLSOLQH"
&DQ�WKH�VWXG\�RI�SROLWLFV�EH�VFLHQWLILF"
:KDW�UROHV�GR�FRQFHSWV��PRGHOV�DQG�WKHRULHV�SOD\�LQ�SROLWLFDO
DQDO\VLV"
+RZ�KDYH�JOREDOL]LQJ�WUHQGV�DIIHFWHG�WKH�UHODWLRQVKLS
EHWZHHQ�SROLWLFV�DQG�LQWHUQDWLRQDO�UHODWLRQV"

'(),1,1*�32/,7,&6
3ROLWLFV��LQ�LWV�EURDGHVW�VHQVH�� LV� WKH�DFWLYLW\� WKURXJK�ZKLFK�SHRSOH�PDNH�
SUHVHUYH� DQG� DPHQG� WKH� JHQHUDO� UXOHV� XQGHU� ZKLFK� WKH\� OLYH�� $OWKRXJK
SROLWLFV� LV� DOVR� DQ� DFDGHPLF� VXEMHFW� �VRPHWLPHV� LQGLFDWHG� E\� WKH� XVH� RI
�ߞ3ROLWLFVߝ ZLWK� D� FDSLWDO� 3��� LW� LV� WKHQ� FOHDUO\� WKH� VWXG\� RI� WKLV� DFWLYLW\�
3ROLWLFV� LV� WKXV� LQH[WULFDEO\� OLQNHG� WR� WKH� SKHQRPHQD� RI� FRQIOLFW� DQG
FRRSHUDWLRQ�� 2Q� WKH� RQH� KDQG�� WKH� H[LVWHQFH� RI� ULYDO� RSLQLRQV�� GLIIHUHQW
ZDQWV�� FRPSHWLQJ� QHHGV�� DQG� RSSRVLQJ� LQWHUHVWV� JXDUDQWHHV� GLVDJUHHPHQW
DERXW� WKH� UXOHV� XQGHU� ZKLFK� SHRSOH� OLYH�� 2Q� WKH� RWKHU� KDQG�� SHRSOH
UHFRJQL]H� WKDW�� LQ� RUGHU� WR� LQIOXHQFH� WKHVH� UXOHV� RU� HQVXUH� WKDW� WKH\� DUH
XSKHOG�� WKH\�PXVW�ZRUN�ZLWK� RWKHUV� �ߙ KHQFH�+DQQDK�$UHQGWߞV� �VHH� S�� ��
GHILQLWLRQ�RI�SROLWLFDO�SRZHU�DVߝ�DFWLQJ�LQ�FRQFHUW��7ߞKLV�LV�ZK\�WKH�KHDUW�RI
SROLWLFV�LV�RIWHQ�SRUWUD\HG�DV�D�SURFHVV�RI�FRQIOLFW�UHVROXWLRQ��LQ�ZKLFK�ULYDO
YLHZV� RU� FRPSHWLQJ� LQWHUHVWV� DUH� UHFRQFLOHG�ZLWK� RQH� DQRWKHU��+RZHYHU�
SROLWLFV� LQ� WKLV� EURDG� VHQVH� LV� EHWWHU� WKRXJKW� RI� DV� D� VHDUFK� IRU� FRQIOLFW
UHVROXWLRQ� WKDQ� DV� LWV� DFKLHYHPHQW�� DV� QRW� DOO� FRQIOLFWV� DUH�� RU� FDQ� EH�
UHVROYHG��1HYHUWKHOHVV�� WKH� LQHVFDSDEOH�SUHVHQFH�RI�GLYHUVLW\� �ZH�DUH�QRW
DOO� DOLNH�� DQG� VFDUFLW\� �WKHUH� LV� QHYHU� HQRXJK� WR� JR� DURXQG�� HQVXUHV� WKDW
SROLWLFV�LV�DQ�LQHYLWDEOH�IHDWXUH�RI�WKH�KXPDQ�FRQGLWLRQ�
&RQIOLFW��&RPSHWLWLRQ�EHWZHHQ�RSSRVLQJ�IRUFHV��UHIOHFWLQJ�D
GLYHUVLW\�RI�RSLQLRQV��SUHIHUHQFHV��QHHGV�RU�LQWHUHVWV�
&RRSHUDWLRQ��:RUNLQJ�WRJHWKHU��DFKLHYLQJ�JRDOV�WKURXJK�FROOHFWLYH
DFWLRQ�
$Q\�DWWHPSW�WR�FODULI\�WKH�PHDQLQJ�RIߝ�SROLWLFVߞ�PXVW�QHYHUWKHOHVV�DGGUHVV
WZR�PDMRU�SUREOHPV��7KH�ILUVW�LV�WKH�PDVV�RI�DVVRFLDWLRQV�WKDW�WKH�ZRUG�KDV
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ZKHQ� XVHG� LQ� HYHU\GD\� ODQJXDJH�� LQ� RWKHU� ZRUGV�� SROLWLFV� LV� D� ߞORDGHGߝ
WHUP��:KHUHDV�PRVW� SHRSOH� WKLQN� RI�� VD\�� HFRQRPLFV�� JHRJUDSK\�� KLVWRU\
DQG� ELRORJ\� VLPSO\� DV� DFDGHPLF� VXEMHFWV�� IHZ� SHRSOH� FRPH� WR� SROLWLFV
ZLWKRXW� SUHFRQFHSWLRQV�� 0DQ\�� IRU� LQVWDQFH�� DXWRPDWLFDOO\� DVVXPH� WKDW
VWXGHQWV� DQG� WHDFKHUV� RI� SROLWLFV�PXVW� LQ� VRPH�ZD\� EH� ELDVHG�� ILQGLQJ� LW
GLIILFXOW�WR�EHOLHYH�WKDW�WKH�VXEMHFW�FDQ�EH�DSSURDFKHG�LQ�DQ�LPSDUWLDO�DQG
GLVSDVVLRQDWH�PDQQHU��7R�PDNH�PDWWHUV�ZRUVH��SROLWLFV� LV�XVXDOO\� WKRXJKW
RI�DV�Dߝ�GLUW\ߞ�ZRUG��LW�FRQMXUHV�XS�LPDJHV�RI�WURXEOH��GLVUXSWLRQ�DQG�HYHQ
YLROHQFH�RQ�WKH�RQH�KDQG��DQG�GHFHLW��PDQLSXODWLRQ�DQG�OLHV�RQ�WKH�RWKHU�
7KHUH� LV� QRWKLQJ� QHZ� DERXW� VXFK� DVVRFLDWLRQV�� $V� ORQJ� DJR� DV� �����
6DPXHO�-RKQVRQ�GLVPLVVHG�SROLWLFV�DVߝ�QRWKLQJ�PRUH�WKDQ�D�PHDQV�RI�ULVLQJ
LQ� WKH� ZRUOGߞ�� ZKLOH� LQ� WKH� QLQHWHHQWK� FHQWXU\� WKH� 86� KLVWRULDQ� +HQU\
$GDPV�VXPPHG�XS�SROLWLFV�DVߝ�WKH�V\VWHPDWLF�RUJDQL]DWLRQ�RI�KDWUHGVߞ�
7KH� VHFRQG� DQG� PRUH� LQWUDFWDEOH� GLIILFXOW\� LV� WKDW� HYHQ� UHVSHFWHG
DXWKRULWLHV� FDQQRW� DJUHH�ZKDW� WKH� VXEMHFW� LV� DERXW�� 3ROLWLFV� LV� GHILQHG� LQ
VXFK�GLIIHUHQW�ZD\V�DV� WKH�H[HUFLVH�RI�SRZHU�� WKH�VFLHQFH�RI�JRYHUQPHQW�
WKH�PDNLQJ�RI�FROOHFWLYH�GHFLVLRQV�� WKH�DOORFDWLRQ�RI�VFDUFH�UHVRXUFHV�� WKH
SUDFWLFH� RI� GHFHSWLRQ� DQG� PDQLSXODWLRQ�� DQG� VR� RQ�� 7KH� YLUWXH� RI� WKH
GHILQLWLRQ�DGYDQFHG�LQ�WKLV�WH[Wߝ�ߙ�WKH�PDNLQJ��SUHVHUYLQJ�DQG�DPHQGLQJ�RI
JHQHUDO�VRFLDO�UXOHVߙ�ߞ�LV�WKDW�LW�LV�VXIILFLHQWO\�EURDG�WR�HQFRPSDVV�PRVW��LI
QRW� DOO�� RI� WKH� FRPSHWLQJ� GHILQLWLRQV��+RZHYHU�� SUREOHPV� DULVH�ZKHQ� WKH
GHILQLWLRQ�LV�XQSDFNHG��RU�ZKHQ�WKH�PHDQLQJ�LV�UHILQHG��)RU�LQVWDQFH��GRHV
�ߞSROLWLFVߝ UHIHU� WR�D�SDUWLFXODU�ZD\� LQ�ZKLFK� UXOHV�DUH�PDGH��SUHVHUYHG�RU
DPHQGHG� �WKDW� LV�� SHDFHIXOO\�� E\� GHEDWH��� RU� WR� DOO� VXFK� SURFHVVHV"
6LPLODUO\�� LV� SROLWLFV� SUDFWLVHG� LQ� DOO� VRFLDO� FRQWH[WV� DQG� LQVWLWXWLRQV�� RU
RQO\�LQ�FHUWDLQ�RQHV��WKDW�LV��JRYHUQPHQW�DQG�SXEOLF�OLIH�"
)URP�WKLV�SHUVSHFWLYH��SROLWLFV�PD\�EH�WUHDWHG�DV�DQߝ�HVVHQWLDOO\�FRQWHVWHGߞ
FRQFHSW��LQ�WKH�VHQVH�WKDW�WKH�WHUP�KDV�D�QXPEHU�RI�DFFHSWDEOH�RU�OHJLWLPDWH
PHDQLQJV��FRQFHSWV�DUH�GLVFXVVHG�PRUH�IXOO\�ODWHU�LQ�WKH�FKDSWHU���2Q� WKH
RWKHU� KDQG�� WKHVH� GLIIHUHQW� YLHZV� PD\� VLPSO\� FRQVLVW� RI� FRQWUDVWLQJ
FRQFHSWLRQV� RI� WKH� VDPH�� LI� QHFHVVDULO\� YDJXH�� FRQFHSW��:KHWKHU�ZH� DUH
GHDOLQJ� ZLWK� ULYDO� FRQFHSWV� RU� DOWHUQDWLYH� FRQFHSWLRQV�� LW� LV� KHOSIXO� WR
GLVWLQJXLVK�EHWZHHQ�WZR�EURDG�DSSURDFKHV�WR�GHILQLQJ�SROLWLFV��+D\�������
/HIWZLFK�� ������� ,Q� WKH� ILUVW�� SROLWLFV� LV� DVVRFLDWHG� ZLWK� DQ� DUHQD� RU
ORFDWLRQ��LQ�ZKLFK�FDVH�EHKDYLRXU�EHFRPHVߝ�SROLWLFDOߞ�EHFDXVH�RI�ZKHUH�LW
WDNHV�SODFH��,Q�WKH�VHFRQG��SROLWLFV�LV�YLHZHG�DV�D�SURFHVV�RU�PHFKDQLVP��LQ
ZKLFK� FDVH� �ߞSROLWLFDOߝ EHKDYLRXU� LV� EHKDYLRXU� WKDW� H[KLELWV� GLVWLQFWLYH
FKDUDFWHULVWLFV�RU�TXDOLWLHV��DQG�VR�FDQ�WDNH�SODFH�LQ�DQ\��DQG�SHUKDSV�DOO�
VRFLDO� FRQWH[WV��(DFK� RI� WKHVH� EURDG� DSSURDFKHV� KDV� VSDZQHG� DOWHUQDWLYH
GHILQLWLRQV� RI� SROLWLFV�� DQG�� DV� GLVFXVVHG� ODWHU� LQ� WKH� FKDSWHU�� KHOSHG� WR
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VKDSH� GLIIHUHQW� VFKRROV� RI� SROLWLFDO� DQDO\VLV� �VHH�)LJXUH������� ,QGHHG�� WKH
GHEDWH� DERXW� �ZKDWߝ LV� SROLWLFV"ߞ� LV� ZRUWK� SXUVXLQJ� SUHFLVHO\� EHFDXVH� LW
H[SRVHV� VRPH�RI� WKH�GHHSHVW� LQWHOOHFWXDO� DQG� LGHRORJLFDO�GLVDJUHHPHQW� LQ
WKH�DFDGHPLF�VWXG\�RI�WKH�VXEMHFW�

)LJXUH�����$SSURDFKHV�WR�GHILQLQJ�SROLWLFV
3ROLWLFV�DV�WKH�DUW�RI�JRYHUQPHQW
KDQFHOORU�%LVPDUFN�LV�UHSXWHG�WR&��ߞ�EXW�DQ�DUWߨ�3ROLWLFV�LV�QRW�D�VFLHQFHߝ
KDYH�WROG�WKH�*HUPDQ�5HLFKVWDJ��7KH�DUW�%LVPDUFN�KDG�LQ�PLQG�ZDV�WKH�DUW
RI�JRYHUQPHQW�� WKH�H[HUFLVH�RI�FRQWURO�ZLWKLQ�VRFLHW\�WKURXJK�WKH�PDNLQJ
DQG� HQIRUFHPHQW� RI� FROOHFWLYH� GHFLVLRQV�� 7KLV� LV� SHUKDSV� WKH� FODVVLFDO
GHILQLWLRQ�RI�SROLWLFV��GHYHORSHG�IURP�WKH�RULJLQDO�PHDQLQJ�RI�WKH�WHUP�LQ
$QFLHQW�*UHHFH�
7KH� ZRUG� �ߞSROLWLFVߝ LV� GHULYHG� IURP� SROLV�� PHDQLQJ� OLWHUDOO\� �ߞFLW\�VWDWHߝ
$QFLHQW�*UHHN�VRFLHW\�ZDV�GLYLGHG� LQWR�D�FROOHFWLRQ�RI� LQGHSHQGHQW�FLW\�
VWDWHV��HDFK�RI�ZKLFK�SRVVHVVHG�LWV�RZQ�V\VWHP�RI�JRYHUQPHQW��7KH�ODUJHVW
DQG�PRVW�LQIOXHQWLDO�RI�WKHVH�FLW\�VWDWHV�ZDV�$WKHQV��RIWHQ�SRUWUD\HG�DV�WKH
FUDGOH�RI�GHPRFUDWLF�JRYHUQPHQW��,Q�WKLV�OLJKW��SROLWLFV�FDQ�EH�XQGHUVWRRG
WR�UHIHU�WR�WKH�DIIDLUV�RI�WKH�SROLVߙ��LQ�HIIHFWߝ��ZKDW�FRQFHUQV�WKH�SROLV��7ߞKH
PRGHUQ�IRUP�RI�WKLV�GHILQLWLRQ�LV�WKHUHIRUHߝ�ZKDW�FRQFHUQV�WKH�VWDWHߞ��VHH�S�
�����7KLV�YLHZ�RI�SROLWLFV�LV�FOHDUO\�HYLGHQW�LQ�WKH�HYHU\GD\�XVH�RI�WKH�WHUP�
SHRSOH� DUH� VDLG� WR�EH� ��ZKHQߞLQ�SROLWLFVߝ WKH\�KROG�SXEOLF�RIILFH�� RU� WR�EH
�HQWHULQJߝ SROLWLFVߞ� ZKHQ� WKH\� VHHN� WR� GR� VR�� ,W� LV� DOVR� D� GHILQLWLRQ� WKDW
DFDGHPLF�SROLWLFDO�VFLHQFH�KDV�KHOSHG�WR�SHUSHWXDWH�
3ROLV���*UHHN��&LW\�VWDWH��FODVVLFDOO\�XQGHUVWRRG�WR�LPSO\�WKH�KLJKHVW
RU�PRVW�GHVLUDEOH�IRUP�RI�VRFLDO�RUJDQL]DWLRQ�
,Q�PDQ\�ZD\V��WKH�QRWLRQ�WKDW�SROLWLFV�DPRXQWV�WRߝ�ZKDW�FRQFHUQV�WKH�VWDWHߞ
LV� WKH� WUDGLWLRQDO� YLHZ� RI� WKH� GLVFLSOLQH�� UHIOHFWHG� LQ� WKH� WHQGHQF\� IRU
DFDGHPLF�VWXG\� WR� IRFXV�RQ� WKH�SHUVRQQHO�DQG�PDFKLQHU\�RI�JRYHUQPHQW�
7R�VWXG\�SROLWLFV�LV��LQ�HVVHQFH��WR�VWXG\�JRYHUQPHQW��RU��PRUH�EURDGO\��WR
VWXG\�WKH�H[HUFLVH�RI�DXWKRULW\��7KLV�YLHZ�LV�DGYDQFHG�LQ�WKH�ZULWLQJV�RI�WKH
LQIOXHQWLDO�86�SROLWLFDO�VFLHQWLVW�'DYLG�(DVWRQ���������������ZKR�GHILQHG
SROLWLFV� DV� WKH� �\%��ߞDXWKRULWDWLYH�DOORFDWLRQ�RI�YDOXHVߝ WKLV�� KH�PHDQW� WKDW
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SROLWLFV� HQFRPSDVVHV� WKH� YDULRXV� SURFHVVHV� WKURXJK� ZKLFK� JRYHUQPHQW
UHVSRQGV� WR� SUHVVXUHV� IURP� WKH� ODUJHU� VRFLHW\�� LQ� SDUWLFXODU� E\� DOORFDWLQJ
EHQHILWV�� UHZDUGV� RU� SHQDOWLHV�� �XWKRULWDWLYH$ߝ YDOXHVߞ� DUH� WKHUHIRUH� WKRVH
WKDW�DUH�ZLGHO\�DFFHSWHG�LQ�VRFLHW\��DQG�DUH�FRQVLGHUHG�ELQGLQJ�E\�WKH�PDVV
RI�FLWL]HQV�� ,Q� WKLV�YLHZ��SROLWLFV� LV� DVVRFLDWHG�ZLWK� �ߞ\SROLFߝ �VHH�S�������
WKDW�LV��ZLWK�IRUPDO�RU�DXWKRULWDWLYH�GHFLVLRQV�WKDW�HVWDEOLVK�D�SODQ�RI�DFWLRQ
IRU�WKH�FRPPXQLW\�

&21&(37�
$XWKRULW\
$XWKRULW\�FDQ�PRVW�VLPSO\�EH�GHILQHG�DVߝ�OHJLWLPDWH�SRZHUߞ�
:KHUHDV�SRZHU�LV�WKH�DELOLW\�WR�LQIOXHQFH�WKH�EHKDYLRXU�RI�RWKHUV�
DXWKRULW\�LV�WKH�ULJKW�WR�GR�VR��$XWKRULW\�LV�WKHUHIRUH�EDVHG�RQ�DQ
DFNQRZOHGJHG�GXW\�WR�REH\�UDWKHU�WKDQ�RQ�DQ\�IRUP�RI�FRHUFLRQ�RU
PDQLSXODWLRQ��,Q�WKLV�VHQVH��DXWKRULW\�LV�SRZHU�FORDNHG�LQ
OHJLWLPDF\�RU�ULJKWIXOQHVV��:HEHU��VHH�S������GLVWLQJXLVKHG
EHWZHHQ�WKUHH�NLQGV�RI�DXWKRULW\��EDVHG�RQ�WKH�GLIIHUHQW�JURXQGV
RQ�ZKLFK�REHGLHQFH�FDQ�EH�HVWDEOLVKHG��WUDGLWLRQDO�DXWKRULW\�LV
URRWHG�LQ�KLVWRU\��FKDULVPDWLF�DXWKRULW\�VWHPV�IURP�SHUVRQDOLW\�
DQG�OHJDOߙUDWLRQDO�DXWKRULW\�LV�JURXQGHG�LQ�D�VHW�RI�LPSHUVRQDO
UXOHV�

+RZHYHU�� ZKDW� LV� VWULNLQJ� DERXW� WKLV� GHILQLWLRQ� LV� WKDW� LW� RIIHUV� D� KLJKO\
UHVWULFWHG� YLHZ� RI� SROLWLFV�� 3ROLWLFV� LV�ZKDW� WDNHV� SODFH�ZLWKLQ� D�SROLW\�� D
V\VWHP� RI� VRFLDO� RUJDQL]DWLRQ� FHQWUHG� RQ� WKH� PDFKLQHU\� RI� JRYHUQPHQW�
3ROLWLFV� LV� WKHUHIRUH� SUDFWLVHG� LQ� FDELQHW� URRPV�� OHJLVODWLYH� FKDPEHUV�
JRYHUQPHQW�GHSDUWPHQWV�DQG�WKH�OLNH��DQG�LW�LV�HQJDJHG�LQ�E\�D�OLPLWHG�DQG
VSHFLILF�JURXS�RI�SHRSOH��QRWDEO\�SROLWLFLDQV��FLYLO�VHUYDQWV�DQG�OREE\LVWV�
7KLV�PHDQV� WKDW�PRVW�SHRSOH��PRVW� LQVWLWXWLRQV� DQG�PRVW� VRFLDO� DFWLYLWLHV
FDQ�EH�UHJDUGHG�DV�EHLQJߝ�RXWVLGHߞ�SROLWLFV��%XVLQHVVHV��VFKRROV�DQG�RWKHU
HGXFDWLRQDO�LQVWLWXWLRQV��FRPPXQLW\�JURXSV��IDPLOLHV�DQG�VR�RQ�DUH�LQ�WKLV
VHQVH� ��ߞQRQ�SROLWLFDOߝ EHFDXVH� WKH\� DUH� QRW� HQJDJHG� LQ� �UXQQLQJߝ WKH
FRXQWU\ߞ�� %\� WKH� VDPH� WRNHQ�� WR� SRUWUD\� SROLWLFV� DV� DQ� HVVHQWLDOO\� VWDWH�
ERXQG� DFWLYLW\� LV� WR� LJQRUH� WKH� LQFUHDVLQJO\� LPSRUWDQW� LQWHUQDWLRQDO� RU
JOREDO�LQIOXHQFHV�RQ�PRGHUQ�OLIH��DV�GLVFXVVHG�LQ�WKH�QH[W�PDLQ�VHFWLRQ�
3ROLW\��$�VRFLHW\�RUJDQL]HG�WKURXJK�WKH�H[HUFLVH�RI�SROLWLFDO
DXWKRULW\��IRU�$ULVWRWOH��UXOH�E\�WKH�PDQ\�LQ�WKH�LQWHUHVWV�RI�DOO�
7KLV�GHILQLWLRQ�FDQ��KRZHYHU��EH�QDUURZHG�VWLOO�IXUWKHU��7KLV� LV�HYLGHQW� LQ
WKH� WHQGHQF\� WR� WUHDW� SROLWLFV� DV� WKH� HTXLYDOHQW� RI� SDUW\� SROLWLFV�� ,Q�RWKHU
ZRUGV��WKH�UHDOP�RIߝ�WKH�SROLWLFDOߞ�LV�UHVWULFWHG�WR�WKRVH�VWDWH�DFWRUV�ZKR�DUH
FRQVFLRXVO\� PRWLYDWHG� E\� LGHRORJLFDO� EHOLHIV�� DQG� ZKR� VHHN� WR� DGYDQFH
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WKHP� WKURXJK� PHPEHUVKLS� RI� D� IRUPDO� RUJDQL]DWLRQ� VXFK� DV� D� SROLWLFDO
SDUW\�� 7KLV� LV� WKH� VHQVH� LQ� ZKLFK� SROLWLFLDQV� DUH� GHVFULEHG� DV� �ߞSROLWLFDOߝ
ZKHUHDV� FLYLO� VHUYDQWV� DUH� VHHQ� DV� ��ߞQRQ�SROLWLFDOߝ DV� ORQJ� DV�� RI� FRXUVH�
WKH\�DFW� LQ�D�QHXWUDO�DQG�SURIHVVLRQDO�IDVKLRQ��6LPLODUO\��MXGJHV�DUH�WDNHQ
WR�EHߝ�QRQ�SROLWLFDOߞ�ILJXUHV�ZKLOH�WKH\�LQWHUSUHW�WKH�ODZ�LPSDUWLDOO\�DQG�LQ
DFFRUGDQFH�ZLWK�WKH�DYDLODEOH�HYLGHQFH��EXW�WKH\�PD\�EH�DFFXVHG�RI�EHLQJ
�LI�WKHLU�MXGJHPHQW�LV�LQIOXHQFHG�E\�SHUVRQDO�SUHIHUHQFHV�RU�VRPHߞSROLWLFDOߝ
RWKHU�IRUP�RI�ELDV�
7KH�OLQN�EHWZHHQ�SROLWLFV�DQG�WKH�DIIDLUV�RI�WKH�VWDWH�DOVR�KHOSV�WR�H[SODLQ
ZK\�QHJDWLYH�RU�SHMRUDWLYH�LPDJHV�KDYH�VR�RIWHQ�EHHQ�DWWDFKHG�WR�SROLWLFV�
7KLV�LV�EHFDXVH��LQ�WKH�SRSXODU�PLQG��SROLWLFV�LV�FORVHO\�DVVRFLDWHG�ZLWK�WKH
DFWLYLWLHV�RI�SROLWLFLDQV��3XW�EUXWDOO\��SROLWLFLDQV�DUH�RIWHQ� VHHQ�DV�SRZHU�
VHHNLQJ�K\SRFULWHV�ZKR�FRQFHDO�SHUVRQDO�DPELWLRQ�EHKLQG� WKH� UKHWRULF�RI
SXEOLF� VHUYLFH� DQG� LGHRORJLFDO� FRQYLFWLRQ�� ,QGHHG�� WKLV� SHUFHSWLRQ� KDV
EHFRPH�PRUH�FRPPRQ�LQ�WKH�PRGHUQ�SHULRG�DV�LQWHQVLILHG�PHGLD�H[SRVXUH
KDV� PRUH� HIIHFWLYHO\� EURXJKW� WR� OLJKW� H[DPSOHV� RI� FRUUXSWLRQ� DQG
GLVKRQHVW\��JLYLQJ�ULVH�WR�WKH�SKHQRPHQRQ�RI�DQWL�SROLWLFV��DV�GLVFXVVHG�LQ
&KDSWHU� ����� 7KLV� UHMHFWLRQ� RI� WKH� SHUVRQQHO� DQG� PDFKLQHU\� RI
FRQYHQWLRQDO�SROLWLFDO�OLIH�LV�URRWHG�LQ�D�YLHZ�RI�SROLWLFV�DV�D�VHOI�VHUYLQJ�
WZR�IDFHG� DQG� XQSULQFLSOHG� DFWLYLW\�� FOHDUO\� HYLGHQW� LQ� WKH� XVH� RI
GHURJDWRU\� SKUDVHV� VXFK� DV� �RIILFHߝ SROLWLFVߞ� DQG� ��ߞSROLWLFNLQJߝ 6XFK� DQ
LPDJH� RI� SROLWLFV� LV� VRPHWLPHV� WUDFHG� EDFN� WR� WKH� ZULWLQJV� RI� 1LFFRO²
0DFKLDYHOOL� �VHH� S�� ���� ZKR�� LQ� 7KH� 3ULQFH� �>����@� ������� GHYHORSHG� D
VWULFWO\� UHDOLVWLF� DFFRXQW� RI� SROLWLFV� WKDW� GUHZ� DWWHQWLRQ� WR� WKH� XVH� E\
SROLWLFDO�OHDGHUV�RI�FXQQLQJ��FUXHOW\�DQG�PDQLSXODWLRQ�
$QWL�SROLWLFV��'LVLOOXVLRQPHQW�ZLWK�IRUPDO�RU�HVWDEOLVKHG�SROLWLFDO
SURFHVVHV��UHIOHFWHG�LQ�QRQ�SDUWLFLSDWLRQ��VXSSRUW�IRU�DQWL�V\VWHP
SDUWLHV��RU�WKH�XVH�RI�GLUHFW�DFWLRQ�
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6RXUFH��*HWW\�,PDJHV�)LQH�$UW

��



,WDOLDQ� SROLWLFLDQ� DQG� DXWKRU�� 7KH� VRQ� RI� D� FLYLO� ODZ\HU�
0DFKLDYHOOLߞV� NQRZOHGJH� RI� SXEOLF� OLIH� ZDV� JDLQHG� IURP� D
VRPHWLPHV� SUHFDULRXV� H[LVWHQFH� LQ� SROLWLFDOO\� XQVWDEOH� )ORUHQFH�
+H� VHUYHG� DV� 6HFRQG� &KDQFHOORU� �����������ߙ� DQG� ZDV
GLVSDWFKHG�RQ�PLVVLRQV�WR�)UDQFH��*HUPDQ\�DQG�WKURXJKRXW�,WDO\�
$IWHU�D�EULHI�SHULRG�RI�LPSULVRQPHQW�DQG�WKH�UHVWRUDWLRQ�RI�0HGLFL
UXOH��0DFKLDYHOOL� HPEDUNHG�RQ�D� OLWHUDU\�FDUHHU��+LV�PDMRU�ZRUN�
7KH� 3ULQFH�� SXEOLVKHG� LQ� ������ GUHZ� KHDYLO\� RQ� KLV� ILUVW�KDQG
REVHUYDWLRQV� RI� WKH� VWDWHFUDIW� RI� &HVDUH� %RUJLD� DQG� WKH� SRZHU
SROLWLFV�WKDW�GRPLQDWHG�KLV�SHULRG��,W�ZDV�ZULWWHQ�DV�D�JXLGH�IRU�WKH
IXWXUH� SULQFH� RI� D� XQLWHG� ,WDO\�� 7KH� DGMHFWLYH� ߞ0DFKLDYHOOLDQߝ
VXEVHTXHQWO\�FDPH�WR�PHDQߝ�FXQQLQJ�DQG�GXSOLFLWRXVߞ�

6XFK�D�QHJDWLYH�YLHZ�RI�SROLWLFV�UHIOHFWV� WKH�HVVHQWLDOO\� OLEHUDO�SHUFHSWLRQ
WKDW�� DV� LQGLYLGXDOV� DUH� VHOI�LQWHUHVWHG�� SROLWLFDO� SRZHU� LV� FRUUXSWLQJ�
EHFDXVH� LW� HQFRXUDJHV� WKRVH� �LQߝ SRZHUߞ� WR� H[SORLW� WKHLU� SRVLWLRQ� IRU
SHUVRQDO� DGYDQWDJH� DQG� DW� WKH� H[SHQVH� RI� RWKHUV�� 7KLV� LV� IDPRXVO\
H[SUHVVHG�LQ�/RUG�$FWRQߞV��ߙ����������DSKRULVP��SRZHU�WHQGV�WR�FRUUXSWߝ�
DQG� DEVROXWH� SRZHU� FRUUXSWV� DEVROXWHO\ߞ�� 1HYHUWKHOHVV�� IHZ� ZKR� YLHZ
SROLWLFV� LQ� WKLV� ZD\� GRXEW� WKDW� SROLWLFDO� DFWLYLW\� LV� DQ� LQHYLWDEOH� DQG
SHUPDQHQW�IHDWXUH�RI�VRFLDO�H[LVWHQFH��+RZHYHU�YHQDO�SROLWLFLDQV�PD\�EH�
WKHUH� LV� D� JHQHUDO�� LI� JUXGJLQJ�� DFFHSWDQFH� WKDW� WKH\� DUH� DOZD\V�ZLWK� XV�
:LWKRXW� VRPH� NLQG� RI� PHFKDQLVP� IRU� DOORFDWLQJ� DXWKRULWDWLYH� YDOXHV�
VRFLHW\�ZRXOG�VLPSO\�GLVLQWHJUDWH�LQWR�D�FLYLO�ZDU�RI�HDFK�DJDLQVW�DOO��DV�WKH
HDUO\�VRFLDO�FRQWUDFW�WKHRULVWV�DUJXHG��VHH�S�������7KH�WDVN�LV�WKHUHIRUH�QRW
WR�DEROLVK�SROLWLFLDQV�DQG�EULQJ�SROLWLFV�WR�DQ�HQG�EXW��UDWKHU��WR�HQVXUH�WKDW
SROLWLFV� LV� FRQGXFWHG� ZLWKLQ� D� IUDPHZRUN� RI� FKHFNV� DQG� FRQVWUDLQWV� WKDW
JXDUDQWHH�WKDW�JRYHUQPHQWDO�SRZHU�LV�QRW�DEXVHG�

&21&(37�
3RZHU
3RZHU��LQ�LWV�EURDGHVW�VHQVH��LV�WKH�DELOLW\�WR�DFKLHYH�D�GHVLUHG
RXWFRPH��VRPHWLPHV�VHHQ�DV�WKHߝ�SRZHU�WRߞ�GR�VRPHWKLQJ��7KLV
LQFOXGHV�HYHU\WKLQJ�IURP�WKH�DELOLW\�WR�NHHS�RQHVHOI�DOLYH�WR�WKH
DELOLW\�RI�JRYHUQPHQW�WR�SURPRWH�HFRQRPLF�JURZWK��,Q�SROLWLFV�
KRZHYHU��SRZHU�LV�XVXDOO\�WKRXJKW�RI�DV�D�UHODWLRQVKLS��WKDW�LV��DV
WKH�DELOLW\�WR�LQIOXHQFH�WKH�EHKDYLRXU�RI�RWKHUV�LQ�D�PDQQHU�QRW�RI
WKHLU�FKRRVLQJ��7KLV�LPSOLHV�KDYLQJߝ�SRZHU�RYHUߞ�SHRSOH��0RUH
QDUURZO\��SRZHU�PD\�EH�DVVRFLDWHG�ZLWK�WKH�DELOLW\�WR�SXQLVK�RU
UHZDUG��EULQJLQJ�LW�FORVH�WR�IRUFH�RU�PDQLSXODWLRQ��LQ�FRQWUDVW�WR
����RI�SRZHU��SߞIDFHVߝ�6HH���ߞLQIOXHQFHߝ�DQG�GLPHQVLRQV�RI�JOREDO
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SRZHU��S�������

3ROLWLFV�DV�SXEOLF�DIIDLUV
$�VHFRQG�DQG�EURDGHU�FRQFHSWLRQ�RI�SROLWLFV�PRYHV�LW�EH\RQG�WKH�QDUURZ
UHDOP� RI� JRYHUQPHQW� WR� ZKDW� LV� WKRXJKW� RI� DV� �SXEOLFߝ OLIHߞ� RU� SXEOLFߝ
DIIDLUVߞ�� ,Q� RWKHU� ZRUGV�� WKH� GLVWLQFWLRQ� EHWZHHQ� �WKHߝ SROLWLFDOߞ� DQG� WKHߝ
QRQ�SROLWLFDOߞ� FRLQFLGHV� ZLWK� WKH� GLYLVLRQ� EHWZHHQ� DQ� HVVHQWLDOO\� SXEOLF
VSKHUH�RI�OLIH�DQG�ZKDW�FDQ�EH�WKRXJKW�RI�DV�D�SULYDWH�VSKHUH��6XFK�D�YLHZ
RI� SROLWLFV� LV� RIWHQ� WUDFHG� EDFN� WR� WKH� ZRUN� RI� WKH� IDPRXV� *UHHN
SKLORVRSKHU�$ULVWRWOH��VHH�S������,Q�3ROLWLFV��$ULVWRWOH�GHFODUHG�WKDWߝ�PDQ�LV
E\�QDWXUH� D� SROLWLFDO� DQLPDOߞ�� E\�ZKLFK�KH�PHDQW� WKDW� LW� LV� RQO\�ZLWKLQ� D
SROLWLFDO�FRPPXQLW\�WKDW�KXPDQ�EHLQJV�FDQ�OLYH�WKHߝ�JRRG�OLIHߞ��)URP�WKLV
YLHZSRLQW�� WKHQ�� SROLWLFV� LV� DQ� HWKLFDO� DFWLYLW\� FRQFHUQHG�ZLWK� FUHDWLQJ� D
�ߞ\MXVW�VRFLHWߝ�LW�LV�ZKDW�$ULVWRWOH�FDOOHG�WKHߝ�PDVWHU�VFLHQFHߞ�
+RZHYHU��ZKHUH�VKRXOG�WKH�OLQH�EHWZHHQߝ�SXEOLFߞ�OLIH�DQGߝ�SULYDWHߞ�OLIH�EH
GUDZQ"�7KH�WUDGLWLRQDO�GLVWLQFWLRQ�EHWZHHQ�WKH�SXEOLF�UHDOP�DQG�WKH�SULYDWH
UHDOP� FRQIRUPV� WR� WKH� GLYLVLRQ� EHWZHHQ� WKH� VWDWH� DQG� FLYLO� VRFLHW\�� 7KH
LQVWLWXWLRQV� RI� WKH� VWDWH� �WKH� DSSDUDWXV� RI� JRYHUQPHQW�� WKH� FRXUWV�� WKH
SROLFH��WKH�DUP\��WKH�VRFLDO�VHFXULW\�V\VWHP��DQG�VR�IRUWK��FDQ�EH�UHJDUGHG
DV� �ߞSXEOLFߝ LQ� WKH� VHQVH� WKDW� WKH\� DUH� UHVSRQVLEOH� IRU� WKH� FROOHFWLYH
RUJDQL]DWLRQ�RI�FRPPXQLW\�OLIH��0RUHRYHU��WKH\�DUH�IXQGHG�DW�WKH�SXEOLFߞV
H[SHQVH��RXW�RI�WD[DWLRQ��,Q�FRQWUDVW��FLYLO�VRFLHW\�FRQVLVWV�RI�ZKDW�(GPXQG
%XUNH��VHH�S������FDOOHG�WKHߝ�OLWWOH�SODWRRQVߞ��LQVWLWXWLRQV�VXFK�DV�WKH�IDPLO\
DQG� NLQVKLS� JURXSV�� SULYDWH� EXVLQHVVHV�� WUDGH� XQLRQV�� FOXEV�� FRPPXQLW\
JURXSV�DQG� VR�RQ�� WKDW� DUH� �ߞSULYDWHߝ LQ� WKH� VHQVH� WKDW� WKH\�DUH� VHW�XS�DQG
IXQGHG� E\� LQGLYLGXDO� FLWL]HQV� WR� VDWLVI\� WKHLU� RZQ� LQWHUHVWV�� UDWKHU� WKDQ
WKRVH�RI� WKH� ODUJHU� VRFLHW\��2Q� WKH�EDVLV� RI� WKLV� �ߞSXEOLF�SULYDWHߝ GLYLVLRQ�
SROLWLFV� LV� UHVWULFWHG� WR� WKH� DFWLYLWLHV� RI� WKH� VWDWH� LWVHOI� DQG� WKH
UHVSRQVLELOLWLHV� WKDW� DUH�SURSHUO\�H[HUFLVHG�E\�SXEOLF�ERGLHV��7KRVH� DUHDV
RI� OLIH� WKDW� LQGLYLGXDOV�FDQ�DQG�GR�PDQDJH�IRU� WKHPVHOYHV��WKH�HFRQRPLF�
VRFLDO�� GRPHVWLF�� SHUVRQDO�� FXOWXUDO� DQG� DUWLVWLF� VSKHUHV�� DQG� VR� RQ�� DUH
WKHUHIRUH�FOHDUO\ߝ�QRQ�SROLWLFDOߞ�
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6RXUFH��L6WRFN�VQHVND

*UHHN� SKLORVRSKHU�� $ULVWRWOH� ZDV� D� VWXGHQW� RI� 3ODWR� �VHH� S�� ���
DQG� WXWRU� RI� WKH� \RXQJ�$OH[DQGHU� WKH�*UHDW��+H�HVWDEOLVKHG�KLV
RZQ�VFKRRO�RI�SKLORVRSK\� LQ�$WKHQV� LQ�����%&(�� WKLV�ZDV�FDOOHG
WKHߝ�SHULSDWHWLF�VFKRROߞ�DIWHU�KLV�WHQGHQF\�WR�ZDON�XS�DQG�GRZQ�DV
KH� WDONHG��+LV���� VXUYLYLQJ� WUHDWLVHV�� FRPSLOHG�DV� OHFWXUH�QRWHV�
UDQJH�RYHU�ORJLF��SK\VLFV��PHWDSK\VLFV��DVWURQRP\��PHWHRURORJ\�
ELRORJ\�� HWKLFV� DQG� SROLWLFV�� ,Q� WKH�0LGGOH�$JHV��$ULVWRWOHߞV�ZRUN
EHFDPH� WKH� IRXQGDWLRQ� RI� ,VODPLF� SKLORVRSK\�� DQG� LW� ZDV� ODWHU
LQFRUSRUDWHG�LQWR�&KULVWLDQ�WKHRORJ\��+LV�EHVW�NQRZQ�SROLWLFDO�ZRUN
LV�3ROLWLFV�� LQ� ZKLFK� KH� SRUWUD\HG� WKH� FLW\�VWDWH� DV� WKH� EDVLV� IRU
YLUWXH�DQG�ZHOO�EHLQJ��DQG�DUJXHG�WKDW�GHPRFUDF\�LV�SUHIHUDEOH�WR
ROLJDUFK\��VHH�SSߙ���������

&21&(37�
&LYLO�VRFLHW\
&LYLO�VRFLHW\�RULJLQDOO\�PHDQW�Dߝ�SROLWLFDO�FRPPXQLW\��7ߞKH�WHUP�LV
QRZ�PRUH�FRPPRQO\�GLVWLQJXLVKHG�IURP�WKH�VWDWH��DQG�LV�XVHG�WR
GHVFULEH�LQVWLWXWLRQV�WKDW�DUHߝ�SULYDWHߞ��LQ�WKDW�WKH\�DUH�LQGHSHQGHQW
IURP�JRYHUQPHQW�DQG�RUJDQL]HG�E\�LQGLYLGXDOV�LQ�SXUVXLW�RI�WKHLU
RZQ�HQGV��&LYLO�VRFLHW\�WKHUHIRUH�UHIHUV�WR�D�UHDOP�RI�DXWRQRPRXV
JURXSV�DQG�DVVRFLDWLRQV��EXVLQHVVHV��LQWHUHVW�JURXSV��FOXEV�
IDPLOLHV�DQG�VR�RQ��7KH�WHUPߝ�JOREDO�FLYLO�VRFLHW\ߞ��VHH�S�������KDV
EHFRPH�IDVKLRQDEOH�DV�D�PHDQV�RI�UHIHUULQJ�WR�QRQ�JRYHUQPHQWDO
RUJDQL]DWLRQV��1*2V���VHH�S�������DQG�WUDQVQDWLRQDO�VRFLDO
PRYHPHQWV��VHH�S�������

$Q�DOWHUQDWLYH� ��GLYLGHߞSXEOLF�SULYDWHߝ LV� VRPHWLPHV�GHILQHG� LQ� WHUPV�RI� D
IXUWKHU� DQG� PRUH� VXEWOH� GLVWLQFWLRQ�� QDPHO\�� WKDW� EHWZHHQ� �WKHߝ SROLWLFDOߞ
DQG� �WKHߝ SHUVRQDOߞ� �VHH� )LJXUH� ������ $OWKRXJK� FLYLO� VRFLHW\� FDQ� EH
GLVWLQJXLVKHG�IURP�WKH�VWDWH��LW�QHYHUWKHOHVV�FRQWDLQV�D�UDQJH�RI�LQVWLWXWLRQV
WKDW� DUH� WKRXJKW� RI� DV� �ߞSXEOLFߝ LQ� WKH� ZLGHU� VHQVH� WKDW� WKH\� DUH� RSHQ
LQVWLWXWLRQV��RSHUDWLQJ�LQ�SXEOLF��WR�ZKLFK�WKH�SXEOLF�KDV�DFFHVV��2QH�RI�WKH
FUXFLDO� LPSOLFDWLRQV�RI� WKLV� LV� WKDW� LW�EURDGHQV�RXU�QRWLRQ�RI� WKH�SROLWLFDO�
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WUDQVIHUULQJ� WKH� HFRQRP\�� LQ� SDUWLFXODU�� IURP� WKH� SULYDWH� WR� WKH� SXEOLF
UHDOP�� $� IRUP� RI� SROLWLFV� FDQ� WKXV� EH� IRXQG� LQ� WKH� ZRUNSODFH�
1HYHUWKHOHVV�� DOWKRXJK� WKLV� YLHZ� UHJDUGV� LQVWLWXWLRQV� VXFK� DV� EXVLQHVVHV�
FRPPXQLW\� JURXSV�� FOXEV� DQG� WUDGH� XQLRQV� DV� ��ߞSXEOLFߝ LW� UHPDLQV� D
UHVWULFWHG�YLHZ�RI�SROLWLFV��$FFRUGLQJ�WR�WKLV�SHUVSHFWLYH��SROLWLFV�GRHV�QRW�
DQG�VKRXOG�QRW��LQIULQJH�RQߝ�SHUVRQDOߞ�DIIDLUV�DQG�LQVWLWXWLRQV�
7KH� QRWLRQ� WKDW� SROLWLFV� VKRXOG� H[FOXGH� �WKHߝ SHUVRQDOߞ� KDV� QHYHUWKHOHVV
EHHQ� FKDOOHQJHG� E\� IHPLQLVW� WKLQNHUV�� )URP� WKH� IHPLQLVW� SHUVSHFWLYH�
JHQGHU�LQHTXDOLW\�KDV�EHHQ�SUHVHUYHG�SUHFLVHO\�EHFDXVH�WKH�VH[XDO�GLYLVLRQ
RI� ODERXU� WKDW� UXQV� WKURXJK� VRFLHW\� KDV� WUDGLWLRQDOO\� EHHQ� WKRXJKW� RI� DV
�ߞQDWXUDOߝ UDWKHU� WKDQ� ��ߞSROLWLFDOߝ 7KH� SXEOLF� VSKHUH� RI� OLIH�� HQFRPSDVVLQJ
SROLWLFV��ZRUN��DUW�DQG�OLWHUDWXUH��KDV�KLVWRULFDOO\�EHHQ�WKH�SUHVHUYH�RI�PHQ�
ZKLOH� ZRPHQ� KDYH� EHHQ� FRQILQHG� WR� DQ� HVVHQWLDOO\� SULYDWH� H[LVWHQFH�
FHQWUHG�RQ�WKH�IDPLO\�DQG�GRPHVWLF�UHVSRQVLELOLWLHV��,I�SROLWLFV�WDNHV�SODFH
RQO\� ZLWKLQ� WKH� SXEOLF� VSKHUH�� WKH� UROH� RI� ZRPHQ� DQG� WKH� TXHVWLRQ� RI
JHQGHU� HTXDOLW\� DUH� LVVXHV� RI� OLWWOH� RU� QR� SROLWLFDO� LPSRUWDQFH�� 1RW� RQO\
GRHV� WKLV� LQ�HIIHFW�H[FOXGH�ZRPHQ�IURP�SROLWLFV��EXW��DV�UDGLFDO� IHPLQLVWV
�GLVFXVVHG� LQ� &KDSWHU� ��� LQ� SDUWLFXODU� DUJXH�� LW� H[FOXGHV� IURP� SROLWLFDO
DQDO\VLV� WKH� FRUH� SURFHVVHV� WKURXJK� ZKLFK� PDOH� GRPLQDWLRQ� DQG� IHPDOH
VXERUGLQDWLRQ� DUH� EURXJKW� DERXW�� 7KHVH� LQFOXGHFRQGLWLRQLQJ� ZLWKLQ� WKH
IDPLO\� �WKH� SURFHVV� WKURXJK� ZKLFK� ER\V� DQG� JLUOV� DUH� HQFRXUDJHG� WR
FRQIRUP�WR�FRQWUDVWLQJ�VWHUHRW\SHV�RIߝ�PDVFXOLQLW\ߞ�DQGߝ�IHPLQLQLW\ߞ��� WKH
GLVWULEXWLRQ� RI� KRXVHZRUN� DQG� RWKHU� GRPHVWLF� UHVSRQVLELOLWLHV�� DQG� WKH
SROLWLFV�RI�SHUVRQDO�DQG�VH[XDO�FRQGXFW�

)LJXUH�����7ZR�YLHZV�RI�WKH�SXEOLF�SULYDWH�GLYLGH
7KH�YLHZ�RI�SROLWLFV�DV�DQ�HVVHQWLDOO\ߝ�SXEOLFߞ�DFWLYLW\�KDV�JHQHUDWHG�ERWK
SRVLWLYH� DQG� QHJDWLYH� LPDJHV�� ,Q� D� WUDGLWLRQ� GDWLQJ� EDFN� WR� $ULVWRWOH�
SROLWLFV�KDV�EHHQ�VHHQ�DV�D�QREOH�DQG�HQOLJKWHQHG�DFWLYLW\�SUHFLVHO\�EHFDXVH
RI� LWV� �ߞSXEOLFߝ FKDUDFWHU�� 7KLV� SRVLWLRQ� ZDV� ILUPO\� HQGRUVHG� E\� +DQQDK
$UHQGW��ZKR� DUJXHG� LQ�7KH�+XPDQ�&RQGLWLRQ� ������� WKDW� SROLWLFV� LV� WKH
PRVW� LPSRUWDQW� IRUP� RI� KXPDQ� DFWLYLW\� EHFDXVH� LW� LQYROYHV� LQWHUDFWLRQ
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DPRQJVW�IUHH�DQG�HTXDO�FLWL]HQV��,W�WKXV�JLYHV�PHDQLQJ�WR�OLIH�DQG�DIILUPV
WKH� XQLTXHQHVV� RI� HDFK� LQGLYLGXDO�� 7KHRULVWV� VXFK� DV� -HDQ�-DFTXHV
5RXVVHDX� �VHH� S�� ���� DQG� -RKQ� 6WXDUW� 0LOO� �VHH� S�� ����� ZKR� SRUWUD\HG
SROLWLFDO�SDUWLFLSDWLRQ�DV�D�JRRG� LQ� LWVHOI�KDYH�GUDZQ�VLPLODU�FRQFOXVLRQV�
5RXVVHDX�DUJXHG�WKDW�RQO\�WKURXJK�WKH�GLUHFW�DQG�FRQWLQXRXV�SDUWLFLSDWLRQ
RI�DOO�FLWL]HQV�LQ�SROLWLFDO�OLIH�FDQ�WKH�VWDWH�EH�ERXQG�WR�WKH�FRPPRQ�JRRG�
RU� ZKDW� KH� FDOOHG� WKH� �JHQHUDOߝ ZLOOߞ�� ,Q� 0LOOߞV� YLHZ�� LQYROYHPHQW� LQ
�DIIDLUV�LV�HGXFDWLRQDO��LQ�WKDW�LW�SURPRWHV�WKH�SHUVRQDO��PRUDO�DQGߞSXEOLFߝ
LQWHOOHFWXDO�GHYHORSPHQW�RI�WKH�LQGLYLGXDO�

.(<�7+,1.(5�
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6RXUFH��*HWW\�,PDJHV�)UHG�6WHLQ�$UFKLYH

*HUPDQ� SROLWLFDO� WKHRULVW� DQG� SKLORVRSKHU�� +DQQDK� $UHQGW� ZDV
EURXJKW�XS�LQ�D�PLGGOH�FODVV�-HZLVK�IDPLO\��6KH�IOHG�*HUPDQ\�LQ
����� WR� HVFDSH� IURP� 1D]LVP�� DQG� ILQDOO\� VHWWOHG� LQ� WKH� 86$�
ZKHUH� KHU� PDMRU� ZRUN� ZDV� SURGXFHG�� +HU� ZLGH�UDQJLQJ�� HYHQ
LGLRV\QFUDWLF�� ZULWLQJ� ZDV� LQIOXHQFHG� E\� WKH� H[LVWHQWLDOLVP� RI
+HLGHJJHU��������ߙ����DQG�-DVSHUV��ߙ�����������VKH�GHVFULEHG
LW� DV� �WKLQNLQJߝ ZLWKRXW� EDUULHUVߞ�� +HU� PDMRU� ZRUNV� LQFOXGH� 7KH
2ULJLQV� RI� 7RWDOLWDULDQLVP� �������� ZKLFK� GUHZ� SDUDOOHOV� EHWZHHQ
1D]L�*HUPDQ\�DQG�6WDOLQLVW�5XVVLD��KHU�PDMRU�SKLORVRSKLFDO�ZRUN
7KH� +XPDQ� &RQGLWLRQ� �������� 2Q� 5HYROXWLRQ� ������� DQG
(LFKPDQQ� LQ� -HUXVDOHP� �������� 7KH� ILQDO� ZRUN� VWLPXODWHG
SDUWLFXODU�FRQWURYHUV\�EHFDXVH�LW�VWUHVVHG�WKHߝ�EDQDOLW\�RI�HYLOߞ��E\
SRUWUD\LQJ�(LFKPDQQ�DV�D�1D]L�IXQFWLRQDU\�UDWKHU�WKDQ�DV�D�UDYLQJ
LGHRORJXH�

,Q� VKDUS� FRQWUDVW�� KRZHYHU�� SROLWLFV� DV� SXEOLF� DFWLYLW\� KDV� DOVR� EHHQ
SRUWUD\HG� DV� D� IRUP� RI� XQZDQWHG� LQWHUIHUHQFH�� /LEHUDO� WKHRULVWV�� LQ
SDUWLFXODU��KDYH�H[KLELWHG�D�SUHIHUHQFH� IRU�FLYLO� VRFLHW\�RYHU� WKH�VWDWH��RQ
WKH�JURXQGV�WKDWߝ�SULYDWHߞ� OLIH� LV�D�UHDOP�RI�FKRLFH��SHUVRQDO�IUHHGRP�DQG

��



LQGLYLGXDO�UHVSRQVLELOLW\��7KLV�LV�PRVW�FOHDUO\�GHPRQVWUDWHG�E\�DWWHPSWV�WR
QDUURZ� WKH� UHDOP� RI� �WKHߝ SROLWLFDOߞ�� FRPPRQO\� H[SUHVVHG� DV� WKH� ZLVK� WR
\�SULYDWH�DFWLYLWLHV�VXFK�DV�EXVLQHVV��VSRUW�DQG�IDPLOߞNHHS�SROLWLFV�RXW�RIߝ
OLIH��)URP�WKLV�SRLQW�RI�YLHZ��SROLWLFV�LV�XQZKROHVRPH�TXLWH�VLPSO\�EHFDXVH
LW�SUHYHQWV�SHRSOH�DFWLQJ�DV�WKH\�FKRRVH��)RU�H[DPSOH��LW�PD\�LQWHUIHUH�ZLWK
KRZ� ILUPV� FRQGXFW� WKHLU� EXVLQHVV�� RU�ZLWK� KRZ� DQG�ZLWK�ZKRP�ZH� SOD\
VSRUWV��RU�ZLWK�KRZ�ZH�EULQJ�XS�RXU�FKLOGUHQ�

&21&(37�
&RQVHQVXV
&RQVHQVXV�PHDQV�DJUHHPHQW��EXW�LW�UHIHUV�WR�DQ�DJUHHPHQW�RI�D
SDUWLFXODU�NLQG��,W�LPSOLHV��ILUVW��D�EURDG�DJUHHPHQW��WKH�WHUPV�RI
ZKLFK�DUH�DFFHSWHG�E\�D�ZLGH�UDQJH�RI�LQGLYLGXDOV�RU�JURXSV�
6HFRQG��LW�LPSOLHV�DQ�DJUHHPHQW�DERXW�IXQGDPHQWDO�RU�XQGHUO\LQJ
SULQFLSOHV��DV�RSSRVHG�WR�D�SUHFLVH�RU�H[DFW�DJUHHPHQW��,Q�RWKHU
ZRUGV��D�FRQVHQVXV�SHUPLWV�GLVDJUHHPHQW�RQ�PDWWHUV�RI
HPSKDVLV�RU�GHWDLO��$�SURFHGXUDO�FRQVHQVXV�LV�D�ZLOOLQJQHVV�WR
PDNH�GHFLVLRQV�WKURXJK�D�SURFHVV�RI�FRQVXOWDWLRQ�DQG�EDUJDLQLQJ�
$�VXEVWDQWLYH�FRQVHQVXV�LV�DQ�RYHUODS�RI�LGHRORJLFDO�SRVLWLRQV
WKDW�UHIOHFW�DJUHHPHQW�DERXW�EURDG�SROLF\�JRDOV�

3ROLWLFV�DV�FRPSURPLVH�DQG�FRQVHQVXV
7KH� WKLUG� FRQFHSWLRQ� RI� SROLWLFV� UHODWHV� QRW� WR� WKH� DUHQD� ZLWKLQ� ZKLFK
SROLWLFV� LV� FRQGXFWHG� EXW� WR� WKH� ZD\� LQ� ZKLFK� GHFLVLRQV� DUH� PDGH�
6SHFLILFDOO\�� SROLWLFV� LV� VHHQ� DV� D� SDUWLFXODU� PHDQV� RI� UHVROYLQJ� FRQIOLFW�
WKDW� LV�� E\� FRPSURPLVH�� FRQFLOLDWLRQ� DQG�QHJRWLDWLRQ�� UDWKHU� WKDQ� WKURXJK
IRUFH�DQG�QDNHG�SRZHU��7KLV�LV�ZKDW�LV�LPSOLHG�ZKHQ�SROLWLFV�LV�SRUWUD\HG
DV� �WKH�DUW�RIߝ WKH�SRVVLEOH��6ߞXFK� D�GHILQLWLRQ� LV� LQKHUHQW� LQ� WKH� HYHU\GD\
XVH�RI�WKH�WHUP��)RU�LQVWDQFH��WKH�GHVFULSWLRQ�RI�D�VROXWLRQ�WR�D�SUREOHP�DV
Dߝ�SROLWLFDOߞ�VROXWLRQ�LPSOLHV�SHDFHIXO�GHEDWH�DQG�DUELWUDWLRQ��DV�RSSRVHG�WR
ZKDW�LV�RIWHQ�FDOOHG�Dߝ�PLOLWDU\ߞ�VROXWLRQ��2QFH�DJDLQ��WKLV�YLHZ�RI�SROLWLFV
KDV�EHHQ�WUDFHG�EDFN�WR� WKH�ZULWLQJV�RI�$ULVWRWOH�DQG�� LQ�SDUWLFXODU�� WR�KLV
EHOLHI�WKDW�ZKDW�KH�FDOOHGߝ�SROLW\ߞ�LV�WKH�LGHDO�V\VWHP�RI�JRYHUQPHQW��DV�LW�LV
��ߞPL[HGߝ LQ� WKH� VHQVH� WKDW� LW� FRPELQHV� ERWK� DULVWRFUDWLF� DQG� GHPRFUDWLF
IHDWXUHV��VHH�&KDSWHU�����2QH�RI�WKH�OHDGLQJ�PRGHUQ�H[SRQHQWV�RI�WKLV�YLHZ
LV�%HUQDUG�&ULFN��,Q�KLV�FODVVLF�VWXG\�,Q�'HIHQFH�RI�3ROLWLFV��&ULFN�RIIHUHG
WKH�IROORZLQJ�GHILQLWLRQ�
3ROLWLFV� >LV@� WKH� DFWLYLW\� E\�ZKLFK� GLIIHULQJ� LQWHUHVWV� ZLWKLQ� D� JLYHQ
XQLW� RI� UXOH� DUH� FRQFLOLDWHG� E\� JLYLQJ� WKHP� D� VKDUH� LQ� SRZHU� LQ
SURSRUWLRQ� WR� WKHLU� LPSRUWDQFH� WR� WKH�ZHOIDUH�DQG�WKH�VXUYLYDO�RI� WKH
ZKROH�FRPPXQLW\���&ULFN��>����@������
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,Q� WKLV� YLHZ�� WKH� NH\� WR� SROLWLFV� LV� WKHUHIRUH� D� ZLGH� GLVSHUVDO� RI� SRZHU�
$FFHSWLQJ�WKDW�FRQIOLFW�LV�LQHYLWDEOH��&ULFN�DUJXHG�WKDW�ZKHQ�VRFLDO�JURXSV
DQG�LQWHUHVWV�SRVVHVV�SRZHU�WKH\�PXVW�EH�FRQFLOLDWHG��WKH\�FDQQRW�PHUHO\
EH� FUXVKHG�� 7KLV� LV� ZK\� KH� SRUWUD\HG� SROLWLFV� DV� �WKDWߝ VROXWLRQ� WR� WKH
SUREOHP� RI� RUGHU� ZKLFK� FKRRVHV� FRQFLOLDWLRQ� UDWKHU� WKDQ� YLROHQFH� DQG
FRHUFLRQ��6ߞXFK�D�YLHZ�RI�SROLWLFV�UHIOHFWV�D�GHHS�FRPPLWPHQW� WR� OLEHUDOߙ
UDWLRQDOLVW�SULQFLSOHV��,W�LV�EDVHG�RQ�UHVROXWH�IDLWK�LQ�WKH�HIILFDF\�RI�GHEDWH
DQG� GLVFXVVLRQ�� DV� ZHOO� DV� RQ� WKH� EHOLHI� WKDW� VRFLHW\� LV� FKDUDFWHUL]HG� E\
FRQVHQVXV�� UDWKHU� WKDQ� E\� LUUHFRQFLODEOH� FRQIOLFW�� ,Q� RWKHU� ZRUGV�� WKH
GLVDJUHHPHQWV�WKDW�H[LVW�FDQ�EH�UHVROYHG�ZLWKRXW�UHVRUW�WR�LQWLPLGDWLRQ�DQG
YLROHQFH��&ULWLFV��KRZHYHU��SRLQW�RXW�WKDW�&ULFNߞV�FRQFHSWLRQ�RI�SROLWLFV�LV
KHDYLO\� ELDVHG� WRZDUGV� WKH� IRUP� RI� SROLWLFV� WKDW� WDNHV� SODFH� LQ�:HVWHUQ
SOXUDOLVW� GHPRFUDFLHV�� LQ� HIIHFW�� KH� HTXDWHG� SROLWLFV�ZLWK� HOHFWRUDO� FKRLFH
DQG�SDUW\�FRPSHWLWLRQ��$V�D�UHVXOW��KLV�PRGHO�KDV�OLWWOH�WR�WHOO�XV�DERXW��VD\�
RQH�SDUW\�VWDWHV�RU�PLOLWDU\�UHJLPHV�
7KLV� YLHZ� RI� SROLWLFV� KDV� DQ� XQPLVWDNDEO\� SRVLWLYH� FKDUDFWHU�� 3ROLWLFV� LV
FHUWDLQO\� QR� XWRSLDQ� VROXWLRQ� �FRPSURPLVH� PHDQV� WKDW� FRQFHVVLRQV� DUH
PDGH�E\�DOO�VLGHV��OHDYLQJ�QR�RQH�SHUIHFWO\�VDWLVILHG���EXW�LW�LV�XQGRXEWHGO\
SUHIHUDEOH� WR� WKH� DOWHUQDWLYHV�� EORRGVKHG� DQG� EUXWDOLW\�� ,Q� WKLV� VHQVH�
SROLWLFV� FDQ�EH� VHHQ� DV� D� FLYLOL]HG� DQG�FLYLOL]LQJ� IRUFH��3HRSOH� VKRXOG�EH
HQFRXUDJHG� WR� UHVSHFW� SROLWLFV� DV� DQ� DFWLYLW\�� DQG� VKRXOG� EH� SUHSDUHG� WR
HQJDJH�LQ�WKH�SROLWLFDO�OLIH�RI�WKHLU�RZQ�FRPPXQLW\��1HYHUWKHOHVV��D�IDLOXUH
WR�XQGHUVWDQG�WKDW�SROLWLFV�DV�D�SURFHVV�RI�FRPSURPLVH�DQG�UHFRQFLOLDWLRQ�LV
QHFHVVDULO\� IUXVWUDWLQJ� DQG�GLIILFXOW� �LQ�SDUW�� EHFDXVH� LW� LQYROYHV� OLVWHQLQJ
FDUHIXOO\� WR� WKH� RSLQLRQV� RI� RWKHUV�� PD\� KDYH� FRQWULEXWHG� WR� D� JURZLQJ
SRSXODU� GLVHQFKDQWPHQW� ZLWK� GHPRFUDWLF� SROLWLFV� DFURVV� PXFK� RI� WKH
GHYHORSHG� ZRUOG�� 7KLV� KDV� EHHQ� H[SUHVVHG� LQ� WKH� ULVH� RI� SRSXOLVP� �VHH
S������DQG�LQ�WKH�HPHUJHQFH�RI�D�VW\OH�RI�SROLWLFV�WKDW�GLVGDLQV�FRPSURPLVH
DQG�FRQVHQVXV�DQG�SODFHV�PXFK�PRUH�HPSKDVLV�RQ�FRQIOLFW��7KH�HOHFWLRQ�RI
'RQDOG�7UXPS�DV�86�SUHVLGHQW�KDV�RIWHQ�EHHQ�VDLG�WR�LOOXVWUDWH�WKLV�WUHQG
�VHH�S������
3ROLWLFV�DV�SRZHU
7KH�IRXUWK�GHILQLWLRQ�RI�SROLWLFV�LV�ERWK�WKH�EURDGHVW�DQG�WKH�PRVW�UDGLFDO�
5DWKHU� WKDQ�FRQILQLQJ�SROLWLFV� WR�D�SDUWLFXODU�VSKHUH��WKH�JRYHUQPHQW�� WKH
VWDWH� RU� WKH� �ߞSXEOLFߝ UHDOP��� WKLV� YLHZ� VHHV� SROLWLFV� DW� ZRUN� LQ� DOO� VRFLDO
DFWLYLWLHV� DQG� LQ� HYHU\� FRUQHU� RI� KXPDQ� H[LVWHQFH�� $V� $GULDQ� /HIWZLFK
SURFODLPHG�LQ�:KDW�LV�3ROLWLFV"�7KH�$FWLYLW\�DQG�,WV�6WXG\�������ߝ��SROLWLFV
LV�DW�WKH�KHDUW�RI�DOO�FROOHFWLYH�VRFLDO�DFWLYLW\��IRUPDO�DQG�LQIRUPDO��SXEOLF
DQG�SULYDWH��LQ�DOO�KXPDQ�JURXSV��LQVWLWXWLRQV�DQG�VRFLHWLHVߞ��,Q�WKLV�VHQVH�
SROLWLFV� WDNHV� SODFH� DW� HYHU\� OHYHO� RI� VRFLDO� LQWHUDFWLRQ�� LW� FDQ� EH� IRXQG
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ZLWKLQ� IDPLOLHV� DQG� DPRQJVW� VPDOO� JURXSV� RI� IULHQGV� MXVW� DV� PXFK� DV
DPRQJVW� QDWLRQV� DQG� RQ� WKH� JOREDO� VWDJH�� +RZHYHU�� ZKDW� LV� LW� WKDW� LV
GLVWLQFWLYH�DERXW�SROLWLFDO�DFWLYLW\"�:KDW�PDUNV�RII�SROLWLFV�IURP�DQ\�RWKHU
IRUP�RI�VRFLDO�EHKDYLRXU"

)2&86�21�������
5):�32(�2ߞ6)&$(ߝ
3RZHU� FDQ� EH� VDLG� WR� EH� H[HUFLVHG� ZKHQHYHU� $� JHWV� %� WR� GR
VRPHWKLQJ� WKDW� %� ZRXOG� QRW� RWKHUZLVH� KDYH� GRQH�� +RZHYHU�� $
FDQ� LQIOXHQFH� %� LQ� YDULRXV� ZD\V�� 7KLV� DOORZV� XV� WR� GLVWLQJXLVK
EHWZHHQ�GLIIHUHQW�GLPHQVLRQV�RUߝ�IDFHVߞ�RI�SRZHU�

3RZHU� DV� GHFLVLRQ�PDNLQJ��7KLVߊ IDFH� RI� SRZHU� FRQVLVWV� RI
FRQVFLRXV� DFWLRQV� WKDW� LQ� VRPH�ZD\� LQIOXHQFH� WKH� FRQWHQW� RI
GHFLVLRQV��7KH�FODVVLF�DFFRXQW�RI�WKLV�IRUP�RI�SRZHU�LV�IRXQG�LQ
5REHUW� 'DKOߞV�:KR� *RYHUQV"� 'HPRFUDF\� DQG� 3RZHU� LQ� DQ
$PHULFDQ�&LW\���������ZKLFK�PDGH�MXGJHPHQWV�DERXW�ZKR�KDG
SRZHU� E\� DQDO\VLQJ� GHFLVLRQV� LQ� WKH� OLJKW� RI� WKH� NQRZQ
SUHIHUHQFHV� RI� WKH� DFWRUV� LQYROYHG�� 6XFK� GHFLVLRQV� FDQ
QHYHUWKHOHVV� EH� LQIOXHQFHG� LQ� D� YDULHW\� RI� ZD\V�� ,Q� 7KUHH
)DFHV�RI�3RZHU���������.HLWK�%RXOGLQJ�GLVWLQJXLVKHG�EHWZHHQ
WKH� XVH� RI� IRUFH� RU� LQWLPLGDWLRQ� �WKH� VWLFN��� SURGXFWLYH
H[FKDQJHV� LQYROYLQJ�PXWXDO�JDLQ� �WKH�GHDO���DQG� WKH�FUHDWLRQ
RI�REOLJDWLRQV��OR\DOW\�DQG�FRPPLWPHQW��WKH�NLVV��
3RZHU� DV� DJHQGD� VHWWLQJ��7KHߊ VHFRQG� IDFH� RI� SRZHU�� DV
VXJJHVWHG� E\� %DFKUDFK� DQG� %DUDW]� �������� LV� WKH� DELOLW\� WR
SUHYHQW�GHFLVLRQV�EHLQJ�PDGH��WKDW�LV��LQ�HIIHFWߝ��QRQ�GHFLVLRQ�
PDNLQJ��7ߞKLV� LQYROYHV�WKH�DELOLW\� WR�VHW�RU�FRQWURO� WKH�SROLWLFDO
DJHQGD�� WKHUHE\� SUHYHQWLQJ� LVVXHV� RU� SURSRVDOV� IURP� EHLQJ
DLUHG� LQ� WKH� ILUVW�SODFH��)RU� LQVWDQFH�� SULYDWH�EXVLQHVVHV�PD\
H[HUW� SRZHU� ERWK� E\� FDPSDLJQLQJ� WR� GHIHDW� SURSRVHG
FRQVXPHU�SURWHFWLRQ� OHJLVODWLRQ� �ILUVW� IDFH��� DQG� E\� OREE\LQJ
SDUWLHV� DQG� SROLWLFLDQV� WR� SUHYHQW� WKH� TXHVWLRQ� RI� FRQVXPHU
ULJKWV�EHLQJ�SXEOLFO\�GLVFXVVHG��VHFRQG�IDFH��
3RZHU� DV� WKRXJKW� FRQWURO��7KHߊ WKLUG� IDFH� RI� SRZHU� LV� WKH
DELOLW\� WR� LQIOXHQFH�DQRWKHU�E\�VKDSLQJ�ZKDW�KH�RU�VKH�WKLQNV�
ZDQWV� RU� QHHGV�� 7KLV� LV� SRZHU� H[SUHVVHG� DV� LGHRORJLFDO
LQGRFWULQDWLRQ� RU� SV\FKRORJLFDO� FRQWURO�� 7KLV� LV� ZKDW� /XNHV
�������FDOOHG� WKH� ��YLHZ�RI�SRZHU��DQGߞUDGLFDOߝ LW�RYHUODSV�ZLWK
WKH� QRWLRQ� RI� �ߞVRIWߝ SRZHU� �VHH� S�� ������ $Q� H[DPSOH� RI� WKLV
ZRXOG�EH� WKH�DELOLW\�RI�DGYHUWLVLQJ� WR�VKDSH�FRQVXPHU� WDVWHV�
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RIWHQ�E\�FXOWLYDWLQJ�DVVRFLDWLRQV�ZLWK�Dߝ�EUDQGߞ��,Q�SROLWLFDO�OLIH�
WKH� H[HUFLVH� RI� WKLV� IRUP� RI� SRZHU� LV� VHHQ� LQ� WKH� XVH� RI
SURSDJDQGD� DQG�� PRUH� JHQHUDOO\�� LQ� WKH� LPSDFW� RI� LGHRORJ\
�VHH�S������

$W� LWV� EURDGHVW�� SROLWLFV� FRQFHUQV� WKH�SURGXFWLRQ�� GLVWULEXWLRQ�� DQG�XVH�RI
UHVRXUFHV� LQ� WKH�FRXUVH�RI�VRFLDO�H[LVWHQFH��3ROLWLFV� LV�� LQ�HVVHQFH��SRZHU�
WKH� DELOLW\� WR� DFKLHYH� D� GHVLUHG� RXWFRPH�� WKURXJK�ZKDWHYHU�PHDQV�� 7KLV
QRWLRQ� ZDV� QHDWO\� VXPPHG� XS� LQ� WKH� WLWOH� RI� +DUROG� /DVVZHOOߞV� ERRN
3ROLWLFV�� :KR� *HWV� :KDW�� :KHQ�� +RZ"� �������� )URP� WKLV� SHUVSHFWLYH�
SROLWLFV� LV� DERXW� GLYHUVLW\� DQG� FRQIOLFW�� EXW� WKH� HVVHQWLDO� LQJUHGLHQW� LV� WKH
H[LVWHQFH�RI�VFDUFLW\��WKH�VLPSOH�IDFW�WKDW��ZKLOH�KXPDQ�QHHGV�DQG�GHVLUHV
DUH� LQILQLWH�� WKH� UHVRXUFHV� DYDLODEOH� WR� VDWLVI\� WKHP� DUH� DOZD\V� OLPLWHG�
3ROLWLFV� FDQ� WKHUHIRUH� EH� VHHQ� DV� D� VWUXJJOH� RYHU� VFDUFH� UHVRXUFHV�� DQG
SRZHU�FDQ�EH�VHHQ�DV�WKH�PHDQV�WKURXJK�ZKLFK�WKLV�VWUXJJOH�LV�FRQGXFWHG�
$GYRFDWHV�RI�WKH�YLHZ�RI�SROLWLFV�DV�SRZHU�LQFOXGH�IHPLQLVWV�DQG�0DU[LVWV�
7KH� ULVH� RI� WKH� ZRPHQߞV� OLEHUDWLRQ� PRYHPHQW� LQ� WKH� ����V� DQG� ����V�
EULQJLQJ�ZLWK� LW� D� JURZLQJ� LQWHUHVW� LQ� IHPLQLVP�� VWLPXODWHG�PRUH� UDGLFDO
WKLQNLQJ� DERXW� WKH� QDWXUH� RI� �WKHߝ SROLWLFDOߞ�� 1RW� RQO\� KDYH� PRGHUQ
IHPLQLVWV�VRXJKW�WR�H[SDQG�WKH�DUHQDV�LQ�ZKLFK�SROLWLFV�FDQ�EH�VHHQ�WR�WDNH
SODFH�� D� QRWLRQ�PRVW� EROGO\� DVVHUWHG� WKURXJK� WKH� UDGLFDO� IHPLQLVW� VORJDQ
��EXW�WKH\�KDYH�DOVR�WHQGHG�WR�YLHZ�SROLWLFV�DVߞWKH�SHUVRQDO�LV�WKH�SROLWLFDOߝ
D� SURFHVV�� VSHFLILFDOO\� RQH� UHODWHG� WR� WKH� H[HUFLVH� RI� SRZHU� RYHU� RWKHUV�
7KLV�YLHZ�ZDV�VXPPHG�E\�.DWH�0LOOHWW�LQ�6H[XDO�3ROLWLFV���������LQ�ZKLFK
VKH� GHILQHG� SROLWLFV� DV� �SRZHU�VWUXFWXUHGߝ UHODWLRQVKLSV�� DUUDQJHPHQWV
ZKHUHE\�RQH�JURXS�RI�SHUVRQV�LV�FRQWUROOHG�E\�DQRWKHUߞ�
0DU[LVWV��IRU�WKHLU�SDUW��KDYH�XVHG�WKH�WHUPߝ�SROLWLFVߞ�LQ�WZR�VHQVHV��2Q�RQH
OHYHO��0DU[��VHH�S������XVHG� �ߞSROLWLFVߝ LQ�D�FRQYHQWLRQDO� VHQVH� WR� UHIHU� WR
WKH�DSSDUDWXV�RI� WKH�VWDWH��,Q�WKH�&RPPXQLVW�0DQLIHVWR� �>����@��������KH
�DQG� (QJHOV�� WKXV� UHIHUUHG� WR� SROLWLFDO� SRZHU� DV� �\PHUHOߝ WKH� RUJDQL]HG
SRZHU� RI� RQH� FODVV� IRU� RSSUHVVLQJ� DQRWKHUߞ�� )RU�0DU[�� SROLWLFV�� WRJHWKHU
ZLWK�ODZ�DQG�FXOWXUH��DUH�SDUW�RI�Dߝ�VXSHUVWUXFWXUHߞ�WKDW�LV�GLVWLQFW�IURP�WKH
HFRQRPLFߝ�EDVHߞ�WKDW�LV�WKH�UHDO�IRXQGDWLRQ�RI�VRFLDO�OLIH��+RZHYHU��KH�GLG
QRW�VHH�WKH�HFRQRPLFߝ�EDVHߞ�DQG�WKH�OHJDO�DQG�SROLWLFDOߝ�VXSHUVWUXFWXUHߞ�DV
HQWLUHO\� VHSDUDWH��+H� EHOLHYHG� WKDW� WKH� �ߞVXSHUVWUXFWXUHߝ DURVH� RXW� RI�� DQG
UHIOHFWHG�� WKH�HFRQRPLF� �W�D�GHHSHU$��ߞEDVHߝ OHYHO��SROLWLFDO�SRZHU�� LQ� WKLV
YLHZ��LV�WKHUHIRUH�URRWHG�LQ�WKH�FODVV�V\VWHP��DV�/HQLQ��VHH�S�������SXW�LW�
�SROLWLFVߝ LV� WKH� PRVW� FRQFHQWUDWHG� IRUP� RI� HFRQRPLFVߞ�� $V� RSSRVHG� WR
EHOLHYLQJ� WKDW� SROLWLFV� FDQ� EH� FRQILQHG� WR� WKH� VWDWH� DQG� D� QDUURZ� SXEOLF
VSKHUH��0DU[LVWV� FDQ� EH� VDLG� WR� EHOLHYH� WKDW� �WKHߝ HFRQRPLF� LV� SROLWLFDOߞ�
)URP�WKLV�SHUVSHFWLYH��FLYLO�VRFLHW\��FKDUDFWHUL]HG�DV�0DU[LVWV�EHOLHYH�LW�WR
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EH�E\�FODVV�VWUXJJOH��LV�WKH�YHU\�KHDUW�RI�SROLWLFV�
9LHZV�VXFK�DV�WKHVH�SRUWUD\�SROLWLFV�LQ�ODUJHO\�QHJDWLYH�WHUPV��3ROLWLFV� LV�
TXLWH� VLPSO\�� DERXW� RSSUHVVLRQ� DQG� VXEMXJDWLRQ�� 5DGLFDO� IHPLQLVWV� KROG
WKDW� VRFLHW\� LV�SDWULDUFKDO�� LQ� WKDW�ZRPHQ�DUH� V\VWHPDWLFDOO\� VXERUGLQDWHG
DQG�VXEMHFWHG�WR�PDOH�SRZHU��0DU[LVWV�WUDGLWLRQDOO\�DUJXHG�WKDW�SROLWLFV�LQ
D�FDSLWDOLVW�VRFLHW\�LV�FKDUDFWHUL]HG�E\�WKH�H[SORLWDWLRQ�RI�WKH�SUROHWDULDW�E\
WKH� ERXUJHRLVLH�� 2Q� WKH� RWKHU� KDQG�� WKHVH� QHJDWLYH� LPSOLFDWLRQV� DUH
EDODQFHG�DJDLQVW�WKH�IDFW�WKDW�SROLWLFV�LV�DOVR�VHHQ�DV�DQ�HPDQFLSDWLQJ�IRUFH�
D�PHDQV�WKURXJK�ZKLFK�LQMXVWLFH�DQG�GRPLQDWLRQ�FDQ�EH�FKDOOHQJHG��0DU[�
IRU� LQVWDQFH�� SUHGLFWHG� WKDW� FODVV� H[SORLWDWLRQ�ZRXOG� EH� RYHUWKURZQ� E\� D
SUROHWDULDQ�UHYROXWLRQ��DQG�UDGLFDO�IHPLQLVWV�SURFODLP�WKH�QHHG�IRU�JHQGHU
UHODWLRQV� WR�EH�UHRUGHUHG� WKURXJK�D�VH[XDO� UHYROXWLRQ��+RZHYHU�� LW� LV�DOVR
FOHDU�WKDW�ZKHQ�SROLWLFV�LV�SRUWUD\HG�DV�SRZHU�DQG�GRPLQDWLRQ�LW�QHHG�QRW
EH� VHHQ�DV�DQ� LQHYLWDEOH� IHDWXUH�RI� VRFLDO� H[LVWHQFH��)HPLQLVWV� ORRN� WR� DQ
HQG�RIߝ�VH[XDO�SROLWLFVߞ�DFKLHYHG�WKURXJK�WKH�FRQVWUXFWLRQ�RI�D�QRQ�VH[LVW
VRFLHW\��LQ�ZKLFK�SHRSOH�ZLOO�EH�YDOXHG�DFFRUGLQJ�WR�SHUVRQDO�ZRUWK��UDWKHU
WKDQ�RQ�WKH�EDVLV�RI�JHQGHU��0DU[LVWV�EHOLHYH�WKDWߝ�FODVV�SROLWLFVߞ�ZLOO�HQG
ZLWK�WKH�HVWDEOLVKPHQW�RI�D�FODVVOHVV�FRPPXQLVW�VRFLHW\��7KLV��LQ�WXUQ��ZLOO
HYHQWXDOO\�OHDG�WR�WKHߝ�ZLWKHULQJ�DZD\ߞ�RI�WKH�VWDWH��DOVR�EULQJLQJ�SROLWLFV
LQ�WKH�FRQYHQWLRQDO�VHQVH�WR�DQ�HQG�

32/,7,&6�,1�$&7,21�������
$7,21�$1=,$5/6�$6�32&,7,/�32�+6�75,803ߞ75803'
$1*(5"
(YHQWV��,Q�WKH�HDUO\�HYHQLQJ�RI���1RYHPEHU�������WKH�GD\�RI�WKH
86�SUHVLGHQWLDO�HOHFWLRQ��DQ�DQRQ\PRXV�VHQLRU�DGYLVHU�WR�'RQDOG
7UXPS�ZDV�TXRWHG�RQ�&11�DV�VD\LQJ�W�ZLOO�WDNH�D�PLUDFOH�IRU�XV,ߝ�
WR�ZLQߞ��,Q�WKH�HYHQW��WKH�PLUDFOH�KDSSHQHG��,QGHHG��WKHߝ�PLUDFOHߞ
KDG� VWDUWHG� UDWKHU� HDUOLHU� WKDW� \HDU�� ZKHQ�� KDYLQJ� EXLOW� XS� DQ
XQDVVDLODEOH�OHDG�LQ�WKH�5HSXEOLFDQ�3DUW\ߞV�SULPDU\�HOHFWLRQ�UDFH�
7UXPS�ZDV�GHFODUHG� WKH�SDUW\ߞV�SUHVXPSWLYH�QRPLQHH�RQ��0D\�
7KLV�RFFXUUHG�GHVSLWH�WKH�IDFW�WKDW�7UXPS�KDG�HQMR\HG�DOPRVW�QR
VXSSRUW� IURP� HLWKHU� 5HSXEOLFDQ� HOLWHV� RU� FRQVHUYDWLYH� PHGLD
ILJXUHV�� DQG�ZDV�KHDYLO\� RXWVSHQW� E\� WKUHH� RWKHU� FDQGLGDWHV� IRU
WKH� QRPLQDWLRQ�� ,Q� WKH� SUHVLGHQWLDO� HOHFWLRQ� LWVHOI�� 7UXPS
WULXPSKHG� RYHU� +LOODU\� &OLQWRQ�� WKH� 'HPRFUDWLF� 3DUW\� QRPLQHH�
ZKR�KDG�EHHQ�ZLGHO\�H[SHFWHG�WR�ZLQ��$OWKRXJK�&OLQWRQ�WRRN�WKH
SRSXODU�YRWH�E\�D�PDUJLQ�RI�QHDUO\�WKUHH�PLOOLRQ�YRWHV��7UXPS�ZRQ
WKH�FUXFLDO�(OHFWRUDO�&ROOHJH�YRWH�E\�����WR������,Q�GRLQJ�VR��KH
EHFDPH� WKH� ILUVW� 86� SUHVLGHQW� WR� WDNH� RIILFH� ZLWKRXW� KDYLQJ
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SUHYLRXVO\� VWRRG� IRU� HOHFWLRQ� RU� KDYLQJ� VHUYHG� LQ� D� PLOLWDU\� RU
JRYHUQPHQW�SRVW�

6LJQLILFDQFH��'RQDOG�7UXPSߞV�YLFWRU\�LQ������ZDV�D�VXUSULVH�QRW
PHUHO\�EHFDXVH��GHVSLWH�KLV�SHUVRQDO�ZHDOWK�DQG�FHOHEULW\�VWDWXV�
KH� ZDV� DQ� DUFKHW\SDO� SROLWLFDO� RXWVLGHU�� ODFNLQJ� LQ� FRQYHQWLRQDO
SROLWLFDO�H[SHULHQFH��$�IXUWKHU�UHDVRQ�ZDV�WKDW��LQ�KLV�SHUVRQDOLW\�
WHPSHUDPHQW� DQG� SROLWLFDO� VW\OH�� 7UXPS� GLIIHUHG� PDUNHGO\� IURP
PRVW� SUHVLGHQWLDO� FDQGLGDWHV�� )RU� RQH� WKLQJ�� KLV� FDPSDLJQ
UKHWRULF�ZDV��E\�WXUQ��ERDVWIXO��DEUDVLYH�DQG��LQ�WKH�YLHZ�RI�VRPH�
GHHSO\�RIIHQVLYH�� ,QGHHG��7UXPSߞV�FDQGLGDF\�H[HPSOLILHG�D� IRUP
RI� SROLWLFV� WKDW� ZDV� GLVWLQFWLYHO\� SRODUL]HG� DQG� SRODUL]LQJ�� LW
VHHPHG� WR� UHOLVK�GLYLVLRQ�DQG�DWWDFN�DQG�GLVGDLQHG�FRPSURPLVH
DQG� FRQVHQVXV�EXLOGLQJ�� +RZHYHU�� LW� ZRXOG� EH� D� PLVWDNH� WR
VXJJHVW� WKDW� WKLV� IRUP� RI� SROLWLFV� VLPSO\� HPHUJHG� RXW� RI� WKH
XSKHDYDOV� RI� ������ LQVWHDG�� LW� FDQ� EH� WUDFHG� EDFN� WR
GHYHORSPHQWV�LQ�86�SDUW\�SROLWLFV�WKDW�KDYH�WDNHQ�SODFH�VLQFH�WKH
HDUO\�\HDUV�RI�5RQDOG�5HDJDQߞV�SUHVLGHQF\������ߙ�����7KH�PRVW
LPSRUWDQW�RI�WKHVH�KDV�EHHQ�WKH�WHQGHQF\�RI�ERWK�WKH�'HPRFUDWV
DQG�WKH�5HSXEOLFDQV�WR�DEDQGRQ�WKH�SUDJPDWLF�FHQWUH�JURXQG�RI
SROLWLFV�DQG�HPEUDFH�D�PRUH�LGHRORJLFDO�VWDQFH�RQ�PDWWHUV�UHODWHG
WR� IDPLO\� DQG� OLIHVW\OH� TXHVWLRQV�� 7KLV� SURFHVV� ZDV� IXHOOHG� LQ
VLJQLILFDQW� ZD\V� E\� WKH� JURZLQJ� LQIOXHQFH� RI� WKH� QHZ� &KULVWLDQ
ULJKW��GLVFXVVHG�LQ�&KDSWHU�����$�VHULHV�RI�VR�FDOOHG�FXOWXUH�ZDUV
KDYH� WKHUHIRUH� GHYHORSHG� LQ� 86� SROLWLFV� RYHU� LVVXHV� VXFK� DV
LPPLJUDWLRQ�� JXQ� FRQWURO�� UDFLDO� LQWHJUDWLRQ�� VH[� HGXFDWLRQ� LQ
VFKRROV��KRPRVH[XDOLW\�DQG�ZRPHQߞV�ULJKWV��LQFOXGLQJ�DERUWLRQ�

6RXUFH��*HWW\�,PDJHV�$OH[�:RQJ

7KH�HPHUJHQFH�RI�7UXPS�QHYHUWKHOHVV�JDYH�UHQHZHG�LPSHWXV�WR
WKH�SROLWLFV�RI�SRODUL]DWLRQ��HVSHFLDOO\�LQ�YLHZ�RI�7UXPSߞV�WHQGHQF\�
W\SLFDO�RI�SRSXOLVW�SROLWLFLDQV��WR�VHH�WKH�ZRUOG�LQ�WHUPV�RI�FRQIOLFW

��



EHWZHHQ� OLJKW� DQG� GDUNQHVV�� RU� JRRG� DQG� HYLO�� 7KLV� EHFDPH
DSSDUHQW�LQ�D�QXPEHU�RI�ZD\V��)RU�H[DPSOH��7UXPSߞV�FULWLFLVPV�RI
KLV� SROLWLFDO� RSSRQHQWV� KDG� D� VZHHSLQJ� DQG� GHHSO\� SHUVRQDO
FKDUDFWHU�� 7HG� &UX]�� KLV� FORVHVW� 5HSXEOLFDQ� ULYDO�� ZDV� WKXV
UHSHDWHGO\� UHIHUUHG� WR� DV� �ߞLQ\/ߝ 7HGߞ� &UX]�� ZKLOH� +LOODU\� &OLQWRQ
ZDV� EUDQGHG� DV� �URRNHG&ߝ +LOODU\ߞ�� 6LPLODUO\�� KLV� DWWDFNV� RQ� WKH
:DVKLQJWRQ�SROLWLFDO�HVWDEOLVKPHQW�DQG�RQ� WKH�PHGLD�ZHUH�VWDUN
DQG� GLVPLVVLYH�� ,Q� UHODWLRQ� WR� WKH� DOOHJHGO\� FRUUXSW� DQG� IDLOLQJ
HVWDEOLVKHG� SROLWLFDO� V\VWHP�� KH� SURPLVHG� WR� �GUDLQߝ WKH� VZDPSߞ�
ZKLOH�WKH�PDLQVWUHDP�PHGLD�ZHUH�URXWLQHO\�FULWLFL]HG�DV�SXUYH\RUV
RI� �IDNHߝ QHZVߞ�� 2Q� WKH� RWKHU� KDQG�� WKH� SHRSOH� ZKRVH� FRQFHUQV
7UXPS� ZDV� PRVW� NHHQ� WR� DUWLFXODWH� �ߙ WKH� ZKLWH�� SUHGRPLQDQWO\
PDOH�ZRUNLQJ�FODVV��ZKR�ZHUH�EHOLHYHG�WR�EH�DQJU\�DV�D�UHVXOW�RI
VWDJQDQW�RU�IDOOLQJ�OLYLQJ�VWDQGDUGV��MRE�LQVHFXULW\��DQG�WKH�ULVH�RI
ZRPHQߞV� DQG� PLQRULW\� JURXSV� �ߙ ZHUH� SRUWUD\HG� DV� WKH� UHDOߝ
SHRSOHߞ�� 7KLV� VXJJHVWHG� WKDW� WKH\� ZHUH� WKH� RQO\� JURXS� ZLWK
OHJLWLPDWH� SROLWLFDO� LQWHUHVWV�� DOO� RWKHU� JURXSV� EHLQJ� VRPHKRZ
LQDXWKHQWLF�DQG�WKHUHIRUH�ODFNLQJ�LQ�PRUDO�ZRUWK�

&21&(37�
6FLHQFH
6FLHQFH�LV�D�ILHOG�RI�VWXG\�WKDW�DLPV�WR�GHYHORS�UHOLDEOH
H[SODQDWLRQV�RI�SKHQRPHQD�WKURXJK�UHSHDWDEOH�H[SHULPHQWV�
REVHUYDWLRQ�DQG�GHGXFWLRQ��7KHߝ�VFLHQWLILF�PHWKRGߞ��E\�ZKLFK
K\SRWKHVHV�DUH�YHULILHG��SURYHG�WUXH��E\�WHVWLQJ�WKHP�DJDLQVW�WKH
DYDLODEOH�HYLGHQFH��LV�WKHUHIRUH�VHHQ�DV�D�PHDQV�RI�GLVFORVLQJ
YDOXH�IUHH�DQG�REMHFWLYH�WUXWK��.DUO�3RSSHU�����ߙ������KRZHYHU�
VXJJHVWHG�WKDW�VFLHQFH�FDQ�RQO\�IDOVLI\�K\SRWKHVHV��VLQFHߝ�IDFWVߞ
PD\�DOZD\V�EH�GLVSURYHG�E\�ODWHU�H[SHULPHQWV�

678'<,1*�32/,7,&6
$SSURDFKHV�WR�WKH�VWXG\�RI�SROLWLFV
'LVDJUHHPHQW� DERXW� WKH� QDWXUH� RI� SROLWLFDO� DFWLYLW\� LV� PDWFKHG� E\
FRQWURYHUV\�DERXW�WKH�QDWXUH�RI�SROLWLFV�DV�DQ�DFDGHPLF�GLVFLSOLQH��2QH�RI
WKH� PRVW� DQFLHQW� VSKHUHV� RI� LQWHOOHFWXDO� HQTXLU\�� SROLWLFV� ZDV� RULJLQDOO\
VHHQ� DV� DQ� DUP�RI� SKLORVRSK\�� KLVWRU\� RU� ODZ�� ,WV� FHQWUDO� SXUSRVH�ZDV� WR
XQFRYHU�WKH�SULQFLSOHV�RQ�ZKLFK�KXPDQ�VRFLHW\�VKRXOG�EH�EDVHG��)URP�WKH
ODWH�QLQHWHHQWK�FHQWXU\�RQZDUGV��KRZHYHU��WKLV�SKLORVRSKLFDO�HPSKDVLV�ZDV
JUDGXDOO\� GLVSODFHG� E\� DQ� DWWHPSW� WR� WXUQ� SROLWLFV� LQWR� D� VFLHQWLILF
GLVFLSOLQH��7KH�KLJK�SRLQW�RI� WKLV�GHYHORSPHQW�ZDV� UHDFKHG� LQ� WKH�����V
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DQG� ����V�ZLWK� DQ� RSHQ� UHMHFWLRQ� RI� WKH� HDUOLHU� WUDGLWLRQ� DV�PHDQLQJOHVV
PHWDSK\VLFV�� 6LQFH� WKHQ�� KRZHYHU�� HQWKXVLDVP� IRU� D� VWULFW� VFLHQFH� RI
SROLWLFV� KDV� ZDQHG�� DQG� WKHUH� KDV� EHHQ� D� UHQHZHG� UHFRJQLWLRQ� RI� WKH
HQGXULQJ� LPSRUWDQFH� RI� SROLWLFDO� YDOXHV� DQG� QRUPDWLYH� WKHRULHV�� ,I� WKH
\�VHDUFK�IRU�XQLYHUVDO�YDOXHV�DFFHSWDEOH�WR�HYHU\RQH�KDV�ODUJHOߞWUDGLWLRQDOߝ
EHHQ�DEDQGRQHG��VR�KDV�WKH�LQVLVWHQFH�WKDW�VFLHQFH�DORQH�SURYLGHV�D�PHDQV
RI� GLVFORVLQJ� WUXWK�� 7KH� UHVXOWLQJ� GLVFLSOLQH� LV� PRUH� IHUWLOH� DQG� PRUH
H[FLWLQJ��SUHFLVHO\�EHFDXVH� LW� HPEUDFHV�D� UDQJH�RI� WKHRUHWLFDO� DSSURDFKHV
DQG�D�YDULHW\�RI�VFKRROV�RI�DQDO\VLV�
7KH�SKLORVRSKLFDO�WUDGLWLRQ
7KH� RULJLQV� RI� SROLWLFDO� DQDO\VLV� GDWH� EDFN� WR� $QFLHQW� *UHHFH� DQG� D
WUDGLWLRQ� XVXDOO\� UHIHUUHG� WR� DV� �SROLWLFDOߝ SKLORVRSK\ߞ�� 7KLV� LQYROYHG� D
SUHRFFXSDWLRQ�ZLWK�HVVHQWLDOO\�HWKLFDO��SUHVFULSWLYH�RU�QRUPDWLYH�TXHVWLRQV�
UHIOHFWLQJ� D� FRQFHUQ� ZLWK� ZKDW� ��ߞVKRXOGߝ �ߞRXJKWߝ RU� �ߞPXVWߝ EH� EURXJKW
DERXW��UDWKHU�WKDQ�ZLWK�ZKDWߝ�LV��3ߞODWR��VHH�S������DQG�$ULVWRWOH�DUH�XVXDOO\
LGHQWLILHG�DV�WKH�IRXQGLQJ�IDWKHUV�RI�WKLV�WUDGLWLRQ��7KHLU�LGHDV�UHVXUIDFHG�LQ
WKH� ZULWLQJV� RI� PHGLHYDO� WKHRULVWV� VXFK� DV� $XJXVWLQH� �����ߙ���� DQG
$TXLQDV����7���ߙ����KH�FHQWUDO� WKHPH�RI�3ODWRߞV�ZRUN�� IRU� LQVWDQFH��ZDV
DQ� DWWHPSW� WR� GHVFULEH� WKH� QDWXUH� RI� WKH� LGHDO� VRFLHW\��ZKLFK� LQ� KLV� YLHZ
WRRN�WKH�IRUP�RI�D�EHQLJQ�GLFWDWRUVKLS�GRPLQDWHG�E\�D�FODVV�RI�SKLORVRSKHU
NLQJV�
1RUPDWLYH��7KH�SUHVFULSWLRQ�RI�YDOXHV�DQG�VWDQGDUGV�RI�FRQGXFW�
ZKDWߝ�VKRXOG�EHߞ�UDWKHU�WKDQ�ZKDWߝ�LVߞ�
6XFK� ZULWLQJV� KDYH� IRUPHG� WKH� EDVLV� RI� ZKDW� LV� FDOOHG� WKH� ߞWUDGLWLRQDOߝ
DSSURDFK� WR� SROLWLFV�� 7KLV� LQYROYHV� WKH� DQDO\WLFDO� VWXG\� RI� LGHDV� DQG
GRFWULQHV� WKDW� KDYH� EHHQ� FHQWUDO� WR� SROLWLFDO� WKRXJKW��0RVW� FRPPRQO\�� LW
KDV� WDNHQ� WKH� IRUP� RI� D� KLVWRU\� RI� SROLWLFDO� WKRXJKW� WKDW� IRFXVHV� RQ� D
FROOHFWLRQ�RIߝ�PDMRUߞ�WKLQNHUV��WKDW�VSDQV��IRU�LQVWDQFH��3ODWR�WR�0DU[��DQG
D� FDQRQ� RI� �ߞFODVVLFߝ WH[WV�� 7KLV� DSSURDFK� KDV� WKH� FKDUDFWHU� RI� OLWHUDU\
DQDO\VLV�� LW� LV� LQWHUHVWHG�SULPDULO\�LQ�H[DPLQLQJ�ZKDW�PDMRU�WKLQNHUV�VDLG�
KRZ� WKH\� GHYHORSHG� RU� MXVWLILHG� WKHLU� YLHZV�� DQG� WKH� LQWHOOHFWXDO� FRQWH[W
ZLWKLQ� ZKLFK� WKH\� ZRUNHG�� $OWKRXJK� VXFK� DQDO\VLV� PD\� EH� FDUULHG� RXW
FULWLFDOO\�DQG�VFUXSXORXVO\��LW�FDQQRW�EH�REMHFWLYH�LQ�DQ\�VFLHQWLILF�VHQVH��DV
LW�GHDOV�ZLWK�QRUPDWLYH�TXHVWLRQV�VXFK�DVߝ�:K\�VKRXOG�,�REH\�WKH�VWDWH"ߞ�
�RZ+ߝ VKRXOG� UHZDUGV� EH� GLVWULEXWHG"ߞ�� DQG� �KDW:ߝ VKRXOG� WKH� OLPLWV� RI
LQGLYLGXDO�IUHHGRP�EH"ߞ
2EMHFWLYH��([WHUQDO�WR�WKH�REVHUYHU��GHPRQVWUDEOH��XQWDLQWHG�E\
IHHOLQJV��YDOXHV�RU�ELDV�

.(<�7+,1.(5�
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�)&%����ߙ�����$72/3

6RXUFH��3L[DED\�PYLYLULWR�

*UHHN� SKLORVRSKHU�� 3ODWR�ZDV� ERUQ� RI� DQ� DULVWRFUDWLF� IDPLO\�� +H
EHFDPH�D� IROORZHU�RI�6RFUDWHV��ZKR� LV� WKH�SULQFLSDO� ILJXUH� LQ�KLV
HWKLFDO�DQG�SKLORVRSKLFDO�GLDORJXHV��$IWHU�6RFUDWHVߞ�GHDWK� LQ����
%&(�� 3ODWR� IRXQGHG� KLV� RZQ� DFDGHP\� LQ� RUGHU� WR� WUDLQ� WKH� QHZ
$WKHQLDQ�UXOLQJ�FODVV��3ODWR�WDXJKW�WKDW�WKH�PDWHULDO�ZRUOG�FRQVLVWV
RI� LPSHUIHFW� FRSLHV� RI� DEVWUDFW� DQG� HWHUQDO� ��ߞLGHDVߝ +LV� SROLWLFDO
SKLORVRSK\�� H[SRXQGHG� LQ� 7KH� 5HSXEOLF� DQG� 7KH� /DZV�� LV� DQ
DWWHPSW�WR�GHVFULEH�WKH�LGHDO�VWDWH�LQ�WHUPV�RI�D�WKHRU\�RI�MXVWLFH�
%RWK� ZRUNV� DUH� GHFLGHGO\� DXWKRULWDULDQ� DQG� SD\� QR� DWWHQWLRQ� WR
LQGLYLGXDO� OLEHUW\�� EHOLHYLQJ� WKDW� SRZHU� VKRXOG� EH� YHVWHG� LQ� WKH
KDQGV� RI� DQ� HGXFDWHG� HOLWH�� WKH� SKLORVRSKHU� NLQJV�� +H� ZDV
WKHUHIRUH� D� ILUP� FULWLF� RI� GHPRFUDF\�� 3ODWRߞV� ZRUN� KDV� H[HUWHG
ZLGH�LQIOXHQFH�RQ�&KULVWLDQLW\�DQG�RQ�(XURSHDQ�FXOWXUH�LQ�JHQHUDO�

7KH�HPSLULFDO�WUDGLWLRQ
$OWKRXJK�LW�ZDV�OHVV�SURPLQHQW�WKDQ�QRUPDWLYH�WKHRUL]LQJ��D�GHVFULSWLYH�RU
HPSLULFDO� WUDGLWLRQ� FDQ� EH� WUDFHG� EDFN� WR� WKH� HDUOLHVW� GD\V� RI� SROLWLFDO
WKRXJKW��,W�FDQ�EH�VHHQ�LQ�$ULVWRWOHߞV�DWWHPSW�WR�FODVVLI\�FRQVWLWXWLRQV��VHH
SS�� �����ߙ��� LQ� 0DFKLDYHOOLߞV� UHDOLVWLF� DFFRXQW� RI� VWDWHFUDIW�� DQG� LQ
0RQWHVTXLHXߞV��VHH�S�������VRFLRORJLFDO�WKHRU\�RI�JRYHUQPHQW�DQG�ODZ��,Q
PDQ\� ZD\V�� VXFK� ZULWLQJV� FRQVWLWXWH� WKH� EDVLV� RI� ZKDW� LV� QRZ� FDOOHG
��DQG�WKH\�JDYH�ULVH�WR�DQ�HVVHQWLDOO\�LQVWLWXWLRQDOߞFRPSDUDWLYH�JRYHUQPHQWߝ
DSSURDFK� WR� WKH� GLVFLSOLQH�� ,Q� WKH� 86$� DQG� WKH� 8.�� LQ� SDUWLFXODU�� WKLV
GHYHORSHG�LQWR�WKH�GRPLQDQW�WUDGLWLRQ�RI�DQDO\VLV��7KH�HPSLULFDO�DSSURDFK
WR�SROLWLFDO�DQDO\VLV�LV�FKDUDFWHUL]HG�E\�WKH�DWWHPSW�WR�RIIHU�D�GLVSDVVLRQDWH
DQG�LPSDUWLDO�DFFRXQW�RI�SROLWLFDO�UHDOLW\��7KH�DSSURDFK�LVߝ�GHVFULSWLYHߞ��LQ
WKDW� LW� VHHNV� WR� DQDO\VH� DQG� H[SODLQ�� ZKHUHDV� WKH� QRUPDWLYH� DSSURDFK� LV
��ߞSUHVFULSWLYHߝ LQ� WKH� VHQVH� WKDW� LW� PDNHV� MXGJHPHQWV� DQG� RIIHUV
UHFRPPHQGDWLRQV�
(PSLULFDO��%DVHG�RQ�REVHUYDWLRQ�DQG�H[SHULPHQW��HPSLULFDO
NQRZOHGJH�LV�GHULYHG�IURP�VHQVH�GDWD�DQG�H[SHULHQFH�
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'HVFULSWLYH�SROLWLFDO�DQDO\VLV�DFTXLUHG�LWV�SKLORVRSKLFDO�XQGHUSLQQLQJ�IURP
WKH� GRFWULQH� RI� HPSLULFLVP�� ZKLFK� VSUHDG� IURP� WKH� VHYHQWHHQWK� FHQWXU\
RQZDUGV�WKURXJK�WKH�ZRUN�RI�WKHRULVWV�VXFK�DV�-RKQ�/RFNH��VHH�S������DQG
'DYLG�+XPH��ߙ��������
7KH�GRFWULQH�RI�HPSLULFLVP�DGYDQFHG�WKH�EHOLHI�WKDW�H[SHULHQFH�LV�WKH�RQO\
EDVLV�RI�NQRZOHGJH�DQG�WKDW��WKHUHIRUH��DOO�K\SRWKHVHV�DQG�WKHRULHV�VKRXOG
EH� WHVWHG� E\� D� SURFHVV� RI� REVHUYDWLRQ�� %\� WKH� QLQHWHHQWK� FHQWXU\�� VXFK
LGHDV� KDG� GHYHORSHG� LQWR� ZKDW� EHFDPH� NQRZQ� DV� ��ߞSRVLWLYLVPߝ DQ
LQWHOOHFWXDO�PRYHPHQW�SDUWLFXODUO\�DVVRFLDWHG�ZLWK�WKH�ZULWLQJV�RI�$XJXVWH
&RPWH� �����������ߙ� 7KLV� GRFWULQH� SURFODLPHG� WKDW� WKH� VRFLDO� VFLHQFHV�
DQG�� IRU� WKDW� PDWWHU�� DOO� IRUPV� RI� SKLORVRSKLFDO� HQTXLU\�� VKRXOG� DGKHUH
VWULFWO\�WR�WKH�PHWKRGV�RI�WKH�QDWXUDO�VFLHQFHV��2QFH�VFLHQFH�ZDV�SHUFHLYHG
WR�EH�WKH�RQO\�UHOLDEOH�PHDQV�RI�GLVFORVLQJ�WUXWK��WKH�SUHVVXUH�WR�GHYHORS�D
VFLHQFH�RI�SROLWLFV�EHFDPH�LUUHVLVWLEOH�
%HKDYLRXUDOLVP
6LQFH� WKH�PLG�QLQHWHHQWK� FHQWXU\��PDLQVWUHDP�SROLWLFDO� DQDO\VLV�KDV�EHHQ
GRPLQDWHG� E\� WKH� �ߞVFLHQWLILFߝ WUDGLWLRQ�� UHIOHFWLQJ� WKH� JURZLQJ� LPSDFW� RI
SRVLWLYLVP��,Q�WKH�����Vߝ��SROLWLFDO�VFLHQFHߞ�FRXUVHV�ZHUH�LQWURGXFHG�LQ�WKH
XQLYHUVLWLHV� RI� 2[IRUG�� 3DULV� DQG� &ROXPELD�� DQG� E\� ����� WKH�$PHULFDQ
3ROLWLFDO�6FLHQFH�5HYLHZ�ZDV�EHLQJ�SXEOLVKHG��+RZHYHU��HQWKXVLDVP�IRU�D
VFLHQFH� RI� SROLWLFV� SHDNHG� LQ� WKH� ����V� DQG� ����V� ZLWK� WKH� HPHUJHQFH�
PRVW�VWURQJO\�LQ�WKH�86$��RI�D�IRUP�RI�SROLWLFDO�DQDO\VLV�WKDW�GUHZ�KHDYLO\
RQ�EHKDYLRXUDOLVP��)RU� WKH� ILUVW� WLPH�� WKLV�JDYH�SROLWLFV� UHOLDEO\� VFLHQWLILF
FUHGHQWLDOV�� EHFDXVH� LW� SURYLGHG� ZKDW� KDG� SUHYLRXVO\� EHHQ� ODFNLQJ�
REMHFWLYH�DQG�TXDQWLILDEOH�GDWD�DJDLQVW�ZKLFK�K\SRWKHVHV�FRXOG�EH�WHVWHG�
3ROLWLFDO� DQDO\VWV� VXFK� DV� 'DYLG� (DVWRQ� ������� ������ SURFODLPHG� WKDW
SROLWLFV�FRXOG�DGRSW�WKH�PHWKRGRORJ\�RI�WKH�QDWXUDO�VFLHQFHV��DQG�WKLV�JDYH
ULVH� WR� D� SUROLIHUDWLRQ� RI� VWXGLHV� LQ� DUHDV� EHVW� VXLWHG� WR� WKH� XVH� RI
TXDQWLWDWLYH�UHVHDUFK�PHWKRGV��VXFK�DV�YRWLQJ�EHKDYLRXU��WKH�EHKDYLRXU�RI
OHJLVODWRUV�� DQG� WKH� EHKDYLRXU� RI� PXQLFLSDO� SROLWLFLDQV� DQG� OREE\LVWV�
$WWHPSWV�ZHUH�DOVR�PDGH�WR�DSSO\�EHKDYLRXUDOLVP�WR�LQWHUQDWLRQDO�UHODWLRQV
�,5���LQ�WKH�KRSH�RI�GHYHORSLQJ�REMHFWLYHߝ�ODZVߞ�RI�LQWHUQDWLRQDO�UHODWLRQV�
7KH�ULVH�RI�EHKDYLRXUDOLVP�DOVR�JDYH�D�PDMRU�LPSHWXV�WR�WKH�V\VWHPLF�VWXG\
RI�FRPSDUDWLYH�SROLWLFV�
3RVLWLYLVP��7KH�WKHRU\�WKDW�VRFLDO��DQG�LQGHHG�DOO�IRUPV�RI��HQTXLU\
VKRXOG�DGKHUH�VWULFWO\�WR�WKH�PHWKRGV�RI�WKH�QDWXUDO�VFLHQFHV�
%HKDYLRXUDOLVP��7KH�EHOLHI�WKDW�VRFLDO�WKHRULHV�VKRXOG�EH
FRQVWUXFWHG�RQO\�RQ�WKH�EDVLV�RI�REVHUYDEOH�EHKDYLRXU��SURYLGLQJ
TXDQWLILDEOH�GDWD�IRU�UHVHDUFK�
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&21&(37�
&RPSDUDWLYH�SROLWLFV
&RPSDUDWLYH�SROLWLFV�UHIHUV�WR�ERWK�D�GLVFLSOLQDU\�VXEILHOG�DQG�D
PHWKRG�RI�DQDO\VLV��$V�D�GLVFLSOLQDU\�VXEILHOG��LW�LV�RIWHQ�WDNHQ�
HVSHFLDOO\�LQ�WKH�86$��WR�PHDQ�VLPSO\ߝ�WKH�SROLWLFV�RI�IRUHLJQ
FRXQWULHVߞ��$V�D�PHWKRG�RI�DQDO\VLV��FRPSDUDWLYH�SROLWLFV�LQYROYHV
LGHQWLI\LQJ�DQG�H[SORULQJ�VLPLODULWLHV�DQG�GLIIHUHQFHV�EHWZHHQ
SROLWLFDO�XQLWV��XVXDOO\�VWDWHV��LQ�RUGHU�WR�GHYHORSߝ�JURXQGHG
WKHRULHVߞ��WHVW�K\SRWKHVHV��LQIHU�FDXVDO�UHODWLRQVKLSV��DQG�SURGXFH
UHOLDEOH�JHQHUDOL]DWLRQV��7KH�FRPSDUDWLYH�PHWKRG�LV�VRPHWLPHV
VHHQ�DV�WKH�PRVW�IHDVLEOH�WHFKQLTXH�IRU�GHYHORSLQJ�VFLHQWLILF
NQRZOHGJH�RI�SROLWLFV��LQ�YLHZ�RI�WKH�SUDFWLFDO�GLIILFXOWLHV�RI
DSSO\LQJ�H[SHULPHQWDO�WHFKQLTXHV�

%HKDYLRXUDOLVP�� KRZHYHU�� FDPH� XQGHU� JURZLQJ� SUHVVXUH� IURP� WKH� ����V
RQZDUGV�� ,Q� WKH� ILUVW� SODFH�� LW� ZDV� FODLPHG� WKDW� EHKDYLRXUDOLVP� KDG
VLJQLILFDQWO\�FRQVWUDLQHG�WKH�VFRSH�RI�SROLWLFDO�DQDO\VLV��SUHYHQWLQJ�LW�IURP
JRLQJ�EH\RQG�ZKDW�ZDV�GLUHFWO\�REVHUYDEOH��$OWKRXJK�EHKDYLRXUDO�DQDO\VLV
XQGRXEWHGO\� SURGXFHG�� DQG� FRQWLQXHV� WR� SURGXFH�� LQYDOXDEOH� LQVLJKWV� LQ
ILHOGV� VXFK� DV� YRWLQJ� VWXGLHV�� D� QDUURZ� REVHVVLRQ� ZLWK� TXDQWLILDEOH� GDWD
WKUHDWHQV�WR�UHGXFH�WKH�GLVFLSOLQH�RI�SROLWLFV�WR�OLWWOH�HOVH��0RUH�ZRUU\LQJO\�
LW� LQFOLQHG� D� JHQHUDWLRQ� RI� SROLWLFDO� VFLHQWLVWV� WR� WXUQ� WKHLU� EDFNV� RQ� WKH
HQWLUH�WUDGLWLRQ�RI�QRUPDWLYH�SROLWLFDO�WKRXJKW��&RQFHSWV�VXFK�DV� �ߞ\OLEHUWߝ
��ߞ\HTXDOLWߝ �ߞMXVWLFHߝ DQG� �ߞULJKWVߝ ZHUH� VRPHWLPHV� GLVFDUGHG� DV� EHLQJ
PHDQLQJOHVV� EHFDXVH� WKH\� ZHUH� QRW� HPSLULFDOO\� YHULILDEOH� HQWLWLHV�
'LVVDWLVIDFWLRQ� ZLWK� EHKDYLRXUDOLVP� KDV� JURZQ� DV� LQWHUHVW� LQ� QRUPDWLYH
TXHVWLRQV� KDV� UHYLYHG� VLQFH� WKH� ����V�� DV� UHIOHFWHG� LQ� WKH� ZULWLQJV� RI
WKHRULVWV�VXFK�DV�-RKQ�5DZOV��VHH�S������DQG�5REHUW�1R]LFN��VHH�S������
5DWLRQDO�FKRLFH�WKHRU\
$PRQJVW�UHFHQW�WKHRUHWLFDO�DSSURDFKHV�WR�SROLWLFV�LV�ZKDW�LV�FDOOHGߝ�IRUPDO
SROLWLFDO� WKHRU\ߞ�� YDULRXVO\� NQRZQ� DV� �UDWLRQDO�FKRLFHߝ WKHRU\ߞ�� �SXEOLFߝ
FKRLFH� WKHRU\ߞ� �VHH� S�� ����� DQG� �SROLWLFDOߝ HFRQRP\ߞ� �VHH� S�� ������ 7KLV
DSSURDFK�WR�DQDO\VLV�GUDZV�KHDYLO\�RQ�WKH�H[DPSOH�RI�HFRQRPLF�WKHRU\�LQ
EXLOGLQJ�XS�PRGHOV�EDVHG�RQ�SURFHGXUDO�UXOHV��XVXDOO\�DERXW�WKH�UDWLRQDOO\
VHOI�LQWHUHVWHG� EHKDYLRXU� RI� WKH� LQGLYLGXDOV� LQYROYHG�� 0RVW� ILUPO\
HVWDEOLVKHG� LQ� WKH� 86$�� DQG� DVVRFLDWHG� LQ� SDUWLFXODU� ZLWK� WKH� VR�FDOOHG
9LUJLQLD� 6FKRRO�� IRUPDO� SROLWLFDO� WKHRU\� SURYLGHV� DW� OHDVW� D� XVHIXO
DQDO\WLFDO� GHYLFH��ZKLFK�PD\� SURYLGH� LQVLJKWV� LQWR� WKH� DFWLRQV� RI� YRWHUV�
OREE\LVWV�� EXUHDXFUDWV� DQG� SROLWLFLDQV�� DV� ZHOO� DV� LQWR� WKH� EHKDYLRXU� RI
VWDWHV�ZLWKLQ�WKH�LQWHUQDWLRQDO�V\VWHP��7KLV�DSSURDFK�KDV�KDG� LWV�EURDGHVW
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LPSDFW� RQ� SROLWLFDO� DQDO\VLV� LQ� WKH� IRUP� RI� ZKDW� LV� FDOOHG� LQVWLWXWLRQDOߝ
SXEOLF�FKRLFH� WKHRU\��7ߞKH� XVH� RI� VXFK� WHFKQLTXHVLQ� ILHOGV� VXFK� DV� SDUW\
FRPSHWLWLRQ�� LQWHUHVW�JURXS� EHKDYLRXU� DQG� WKH� SROLF\� LQIOXHQFH� RI
EXUHDXFUDWV�� LV� GLVFXVVHG� LQ� ODWHU� FKDSWHUV�� 7KH� DSSURDFK� KDV� DOVR� EHHQ
DSSOLHG�LQ�WKH�IRUP�RI�JDPH�WKHRU\��ZKLFK�KDV�EHHQ�GHYHORSHG�PRUH�IURP
WKH� ILHOG� RI�PDWKHPDWLFV� WKDQ� IURP� HFRQRPLFV�� ,W� HQWDLOV� WKH� XVH� RI� ILUVW
SULQFLSOHV�WR�DQDO\VH�SX]]OHV�DERXW�LQGLYLGXDO�EHKDYLRXU��7KH�EHVW�NQRZQ
H[DPSOH�LQ�JDPH�WKHRU\�LV�WKHߝ�SULVRQHUVߞ�GLOHPPDߞ��VHH�)LJXUH�������*DPH
WKHRU\�KDV�EHHQ�XVHG�E\�,5�WKHRULVWV�WR�H[SODLQ�ZK\�VWDWHV�ILQG�LW�GLIILFXOW
WR�SUHYHQW��IRU�LQVWDQFH��WKH�RYHUILVKLQJ�RI�WKH�VHDV��RU�WKH�VDOH�RI�DUPV�WR
XQGHVLUDEOH�UHJLPHV�
*DPH�WKHRU\��$�ZD\�RI�H[SORULQJ�SUREOHPV�RI�FRQIOLFW�RU
FROODERUDWLRQ�E\�H[SODLQLQJ�KRZ�RQH�DFWRUߞV�FKRLFH�RI�VWUDWHJ\
DIIHFWV�DQRWKHUߞV�EHVW�FKRLFH�DQG�YLFH�YHUVD�
%\� QR� PHDQV�� KRZHYHU�� KDV� WKH� UDWLRQDO�FKRLFH� DSSURDFK� WR� SROLWLFDO
DQDO\VLV� EHHQ� XQLYHUVDOO\� DFFHSWHG�� :KLOH� LWV� VXSSRUWHUV� FODLP� WKDW� LW
LQWURGXFHV�JUHDWHU�ULJRXU�LQWR�WKH�GLVFXVVLRQ�RI�SROLWLFDO�SKHQRPHQD��FULWLFV
KDYH�TXHVWLRQHG� LWV�EDVLF�DVVXPSWLRQV�� ,W�PD\�� IRU� LQVWDQFH�� RYHUHVWLPDWH
KXPDQ�UDWLRQDOLW\� LQ� WKDW� LW� LJQRUHV� WKH� IDFW� WKDW�SHRSOH�VHOGRP�SRVVHVV�D
FOHDU� VHW�RI�SUHIHUUHG�JRDOV�DQG� UDUHO\�PDNH�GHFLVLRQV� LQ� WKH� OLJKW�RI� IXOO
DQG� DFFXUDWH� NQRZOHGJH�� )XUWKHUPRUH�� LQ� SURFHHGLQJ� IURP� DQ� DEVWUDFW
PRGHO�RI� WKH� LQGLYLGXDO�� UDWLRQDO�FKRLFH� WKHRU\�SD\V� LQVXIILFLHQW�DWWHQWLRQ
WR�VRFLDO�DQG�KLVWRULFDO�IDFWRUV��IDLOLQJ�WR�UHFRJQL]H��DPRQJVW�RWKHU�WKLQJV�
WKDW�KXPDQ�VHOI�LQWHUHVWHGQHVV�PD\�EH�VRFLDOO\�FRQGLWLRQHG��DQG�QRW�PHUHO\
LQQDWH�

&21&(37�
&RQVWUXFWLYLVP
&RQVWUXFWLYLVP��RU�VRFLDO�FRQVWUXFWLYLVP��LV�DQ�DSSURDFK�WR
DQDO\VLV�WKDW�LV�EDVHG�RQ�WKH�EHOLHI�WKDW�WKHUH�LV�QR�REMHFWLYH
VRFLDO�RU�SROLWLFDO�UHDOLW\�LQGHSHQGHQW�RI�RXU�XQGHUVWDQGLQJ�RI�LW�
&RQVWUXFWLYLVWV�GR�QRW��WKHUHIRUH��UHJDUG�WKH�VRFLDO�ZRUOG�DV
VRPHWKLQJߝ�RXW�WKHUHߞ��LQ�WKH�VHQVH�RI�DQ�H[WHUQDO�ZRUOG�RI
FRQFUHWH�REMHFWV��LQVWHDG��LW�H[LVWV�RQO\ߝ�LQVLGHߞ��DV�D�NLQG�RI�LQWHU�
VXEMHFWLYH�DZDUHQHVV��,Q�WKH�ILQDO�DQDO\VLV��SHRSOH��ZKHWKHU
DFWLQJ�DV�LQGLYLGXDOV�RU�DV�VRFLDO�JURXSVߝ��FRQVWUXFWߞ�WKH�ZRUOG
DFFRUGLQJ�WR�WKRVH�FRQVWUXFWLRQV�

1HZ�LQVWLWXWLRQDOLVP
8QWLO� WKH� ����V�� WKH� VWXG\� RI� SROLWLFV� KDG� ODUJHO\� LQYROYHG� WKH� VWXG\� RI
LQVWLWXWLRQV��7KLVߝ�WUDGLWLRQDOߞ�RUߝ�ROGߞ�LQVWLWXWLRQDOLVP�IRFXVHG�RQ�WKH�UXOHV�
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SURFHGXUHV� DQG� IRUPDO� RUJDQL]DWLRQ� RI� JRYHUQPHQW�� DQG� HPSOR\HG
PHWKRGV�DNLQ�WR�WKRVH�XVHG�LQ�WKH�VWXG\�RI�ODZ�DQG�KLVWRU\��7KH�DGYHQW�RI
WKH� �EHKDYLRXUDOߝ UHYROXWLRQߞ�� FRPELQHG� ZLWK� JURZLQJ� FRQFHUQV� DERXW� LWV
XQUHIOHFWLYH� DQG� HVVHQWLDOO\� GHVFULSWLYH� PHWKRGV� �ZKLFK� VRPHWLPHV
WKUHDWHQHG� WR� UHGXFH� SROLWLFV� WR� D� FROOHFWLRQ� RI� RUJDQL]DWLRQDO� UXOHV� DQG
VWUXFWXUHV���OHG�WR�LQVWLWXWLRQDOLVP�EHLQJ�PDUJLQDOL]HG�GXULQJ�WKH�����V�DQG
����V��+RZHYHU��LQWHUHVW�LQ�LW�ZDV�UHYLYHG�IURP�WKH�����V�RQZDUGV�E\�WKH
HPHUJHQFH� RI� ZKDW� ZDV� FDOOHG� �QHZߝ LQVWLWXWLRQDOLVPߞ�� :KLOH� UHPDLQLQJ
IDLWKIXO� WR� WKH� FRUH� LQVWLWXWLRQDOLVW� EHOLHI� WKDW� ��ߞLQVWLWXWLRQV�PDWWHUߝ LQ� WKH
VHQVH�WKDW�SROLWLFDO�VWUXFWXUHV�DUH�WKRXJKW�WR�VKDSH�SROLWLFDO�EHKDYLRXU��QHZ
LQVWLWXWLRQDOLVP� KDV� UHYLVHG� RXU� XQGHUVWDQGLQJ� RI� ZKDW� FRQVWLWXWHV� DQ
��LQ�D�QXPEHU�RI�UHVSHFWVߞLQVWLWXWLRQߝ
,QVWLWXWLRQ��$�ZHOO�HVWDEOLVKHG�ERG\�ZLWK�D�IRUPDO�UROH�DQG�VWDWXV�
PRUH�EURDGO\��D�VHW�RI�UXOHV�WKDW�HQVXUH�UHJXODU�DQG�SUHGLFWDEOH
EHKDYLRXU��WKHߝ�UXOHV�RI�WKH�JDPHߞ�
3ROLWLFDO� LQVWLWXWLRQV� DUH� QR� ORQJHU� HTXDWHG� ZLWK� SROLWLFDO� RUJDQL]DWLRQV�
WKH\� DUH� WKRXJKW� RI� QRW� DV� �ߞWKLQJVߝ EXW� DV� VHWV� RI� ��ZKLFK�JXLGH�RUߞUXOHVߝ
FRQVWUDLQ�WKH�EHKDYLRXU�RI�LQGLYLGXDO�DFWRUV��7KHVH�UXOHV��PRUHRYHU��DUH�DV
OLNHO\�WR�EH�LQIRUPDO�DV�IRUPDO��SROLF\�PDNLQJ�SURFHVVHV�VRPHWLPHV�EHLQJ
VKDSHG�PRUH�E\�XQZULWWHQ�FRQYHQWLRQV�RU�XQGHUVWDQGLQJV� WKDQ�E\� IRUPDO
DUUDQJHPHQWV�� $SDUW� IURP� DQ\WKLQJ� HOVH�� WKLV� FDQ� KHOS� WR� H[SODLQ� ZK\
LQVWLWXWLRQV� DUH� RIWHQ� GLIILFXOW� WR� UHIRUP�� WUDQVIRUP� RU� UHSODFH�� )LQDOO\�
UDWKHU�WKDQ�YLHZLQJ�LQVWLWXWLRQV�DV�LQGHSHQGHQW�HQWLWLHV��LQ�ZKLFK�FDVH�WKH\
H[LVW�DOPRVW�RXWVLGH�RI�WLPH�DQG�VSDFH��QHZ�LQVWLWXWLRQDOLVWV�HPSKDVL]H�WKDW
LQVWLWXWLRQV� DUH� �ߞHPEHGGHGߝ LQ� D� SDUWLFXODU� QRUPDWLYH� DQG� KLVWRULFDO
FRQWH[W��7KXV��MXVW�DV�DFWRUV�ZLWKLQ�DQ�LQVWLWXWLRQDO�VHWWLQJ�DUH�VRFLDOL]HG�WR
DFFHSW� NH\� UXOHV� DQG� SURFHGXUHV�� WKH� LQVWLWXWLRQ� LWVHOI� RSHUDWHV� ZLWKLQ� D
ODUJHU� DQG� PRUH� IXQGDPHQWDO� ERG\� RI� DVVXPSWLRQV� DQG� SUDFWLFHV�
1HYHUWKHOHVV��GHVSLWH�WKHVH�VKLIWV��LQVWLWXWLRQDOLVP�KDV�FRQWLQXHG�WR�DWWUDFW
FULWLFLVP�� )RU� H[DPSOH�� LW� LV� VRPHWLPHV� DFFXVHG� RI� VXEVFULELQJ� WR� D
VWUXFWXUDOLVW�ORJLF�LQ�ZKLFK��WR�D�JUHDWHU�RU�OHVVHU�H[WHQW��SROLWLFDO�DFWRUV�DUH
YLHZHG�DVߝ�SULVRQHUVߞ�RI�WKH�LQVWLWXWLRQDO�FRQWH[WV�LQ�ZKLFK�WKH\�RSHUDWH�
&ULWLFDO�DSSURDFKHV
6LQFH�WKH�����V��WKH�UDQJH�RI�FULWLFDO�DSSURDFKHV�WR�SROLWLFV�KDV�H[SDQGHG
FRQVLGHUDEO\�� 8QWLO� WKDW� SRLQW�� 0DU[LVP� KDG� FRQVWLWXWHG� WKH� SULQFLSDO
DOWHUQDWLYH�WR�PDLQVWUHDP�SROLWLFDO�VFLHQFH��,QGHHG��.DUO�0DU[�FDQ�EH�VHHQ
DV� WKH� ILUVW� WKHRULVW� WR� KDYH� DWWHPSWHG� WR� GHVFULEH� SROLWLFV� LQ� VFLHQWLILF
WHUPV��8VLQJ�KLV�VR�FDOOHGߝ�PDWHULDOLVW�FRQFHSWLRQ�RI�KLVWRU\ߞ��VHH�SS����ߙ
�����0DU[� VWURYH� WR�XQFRYHU� WKH� GULYLQJ� IRUFH� RI� KLVWRULFDO� GHYHORSPHQW�
7KLV�HQDEOHG�KLP�WR�PDNH�SUHGLFWLRQV�DERXW�WKH�IXWXUH�EDVHG�RQߝ�ODZVߞ�WKDW
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KDG� WKH� VDPH� VWDWXV� LQ� WHUPV� RI� SURRI� DV� ODZV� LQ� WKH� QDWXUDO� VFLHQFHV�
+RZHYHU�� PRGHUQ� SROLWLFDO� DQDO\VLV� KDV� EHFRPH� ERWK� ULFKHU� DQG� PRUH
GLYHUVH�DV�D� UHVXOW�RI� WKH�HPHUJHQFH�RI�QHZ�FULWLFDO�SHUVSHFWLYHV��QRWDEOH
H[DPSOHV� LQFOXGLQJ� IHPLQLVP� �VHH� SS�� ����ߙ�� FULWLFDO� WKHRU\�� JUHHQ
LGHRORJ\� �VHH� SS�� �������ߙ FRQVWUXFWLYLVP�� SRVWVWUXFWXUDOLVP� DQG
SRVWFRORQLDOLVP� �VHH� S�� ������:KDW� GR� WKHVH� QHZ� FULWLFDO� YRLFHV� KDYH� LQ
FRPPRQ��DQG�LQ�ZKDW�VHQVH�DUH�WKH\ߝ�FULWLFDOߞ"

&21&(37�
3RVWPRGHUQLVP
3RVWPRGHUQLVP�LV�D�WHUP�WKDW�ZDV�ILUVW�XVHG�WR�GHVFULEH
H[SHULPHQWDO�PRYHPHQWV�LQ�:HVWHUQ�DUWV��DUFKLWHFWXUH�DQG
FXOWXUDO�GHYHORSPHQW�LQ�JHQHUDO��$V�D�WRRO�RI�VRFLDO�DQG�SROLWLFDO
DQDO\VLV��SRVWPRGHUQLVP�KLJKOLJKWV�WKH�VKLIW�DZD\�IURP�VRFLHWLHV
VWUXFWXUHG�E\�LQGXVWULDOL]DWLRQ�DQG�FODVV�VROLGDULW\�WR�LQFUHDVLQJO\
IUDJPHQWHG�DQG�SOXUDOLVWLFߝ�LQIRUPDWLRQߞ�VRFLHWLHV��,Q�WKHVH�
LQGLYLGXDOV�DUH�WUDQVIRUPHG�IURP�SURGXFHUV�WR�FRQVXPHUV��DQG
LQGLYLGXDOLVP�UHSODFHV�FODVV��UHOLJLRXV�DQG�HWKQLF�OR\DOWLHV�
3RVWPRGHUQLVWV�DUJXH�WKDW�WKHUH�LV�QR�VXFK�WKLQJ�DV�FHUWDLQW\��WKH
LGHD�RI�DEVROXWH�DQG�XQLYHUVDO�WUXWK�PXVW�EH�GLVFDUGHG�DV�DQ
DUURJDQW�SUHWHQFH�

&ULWLFDO� DSSURDFKHV� H[HPSOLI\� WZR� EURDG�� DQG� VRPHWLPHV� OLQNHG�
FKDUDFWHULVWLFV��7KH�ILUVW�LV�WKDW�WKH\�DUHߝ�FULWLFDOߞ�LQ�WKDW��LQ�WKHLU�GLIIHUHQW
ZD\V�� WKH\� VHHN� WR� FRQWHVW� WKH� SROLWLFDO� VWDWXV� TXR�� E\� �XVXDOO\�� DOLJQLQJ
WKHPVHOYHV�ZLWK�WKH�LQWHUHVWV�RI�PDUJLQDOL]HG�RU�RSSUHVVHG�JURXSV��(DFK�RI
WKHP��WKXV��VHHNV�WR�XQFRYHU�LQHTXDOLWLHV�DQG�DV\PPHWULHV�WKDW�PDLQVWUHDP
DSSURDFKHV�WHQG�WR�LJQRUH��)HPLQLVP��IRU�H[DPSOH��KDV�GUDZQ�DWWHQWLRQ�WR
V\VWHPDWLF�DQG�SHUYDVLYH�VWUXFWXUHV�RI�JHQGHU� LQHTXDOLW\� WKDW�FKDUDFWHUL]H
SROLWLFV�LQ�DOO�LWV�IRUPV�DQG�DW�HYHU\�OHYHO��&ULWLFDO�WKHRU\��ZKLFK�LV�URRWHG
LQ�WKH�QHR�0DU[LVP��VHH�S������RI�WKH�)UDQNIXUW�6FKRRO��KDV�H[WHQGHG�WKH
QRWLRQ� RI� FULWLTXH� WR� DOO� VRFLDO� SUDFWLFHV�� GUDZLQJ� RQ� D� ZLGH� UDQJH� RI
LQIOXHQFHV��*UHHQ� LGHRORJ\�� RU� HFRORJLVP� �VHH�S�� ����� KDV� FKDOOHQJHG� WKH
DQWKURSRFHQWULF� �KXPDQ�FHQWUHG�� HPSKDVLV� RI� HVWDEOLVKHG� SROLWLFDO� DQG
VRFLDO� WKHRU\�� DQG� FKDPSLRQHG�KROLVWLF� DSSURDFKHV� WR�SROLWLFDO� DQG� VRFLDO
XQGHUVWDQGLQJ�� 3RVWFRORQLDOLVP� HPSKDVL]HV� WKH� FXOWXUDO� GLPHQVLRQ� RI
FRORQLDO�UXOH��VKRZLQJ�KRZ�:HVWHUQ�FXOWXUDO�DQG�SROLWLFDO�KHJHPRQ\��VHH
S�� ����� RYHU� WKH� UHVW� RI� WKH� ZRUOG� KDV� EHHQ� SUHVHUYHG� GHVSLWH� WKH
DFKLHYHPHQW� RI� IRUPDO� SROLWLFDO� LQGHSHQGHQFH� DFURVV� DOPRVW� WKH� HQWLUH
GHYHORSLQJ�ZRUOG�
7KH�VHFRQG�FKDUDFWHULVWLF�RI�FULWLFDO�DSSURDFKHV�WR�SROLWLFV�LV�WKDW��DOEHLW�LQ
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GLIIHUHQW�ZD\V�DQG� WR�GLIIHUHQW�GHJUHHV�� WKH\�KDYH� WULHG� WR�JR�EH\RQG� WKH
SRVLWLYLVP�RI�PDLQVWUHDP�SROLWLFDO�VFLHQFH��HPSKDVL]LQJ�LQVWHDG�WKH�UROH�RI
FRQVFLRXVQHVV�LQ�VKDSLQJ�VRFLDO�FRQGXFW�DQG��WKHUHIRUH��WKH�SROLWLFDO�ZRUOG�
7KHVH� VR�FDOOHG� SRVW�SRVLWLYLVW� DSSURDFKHV� �VRPHWLPHV� FDOOHG
�ߞLQWHUSUHWLYLVPߝ RU� ��ߞDQWL�IRXQGDWLRQDOLVPߝ DUH� WKHUHIRUH� ��ߞFULWLFDOߝ LQ� WKDW
WKH\�QRW�RQO\� WDNH� LVVXH�ZLWK� WKH� FRQFOXVLRQV�RI�PDLQVWUHDP�DSSURDFKHV�
EXW�DOVR�VXEMHFW�WKHVH�DSSURDFKHV�WKHPVHOYHV�WR�FULWLFDO�VFUXWLQ\��H[SRVLQJ
ELDVHV�WKDW�RSHUDWH�ZLWKLQ�WKHP�DQG�H[DPLQLQJ�WKHLU�LPSOLFDWLRQV��7KLV�FDQ
EH�VHHQ��LQ�SDUWLFXODU��LQ�UHODWLRQ�WR�FRQVWUXFWLYLVP��VHH�S�����
3RVW�SRVLWLYLVP��$Q�DSSURDFK�WR�NQRZOHGJH�WKDW�TXHVWLRQV�WKH
LGHD�RI�DQߝ�REMHFWLYHߞ�UHDOLW\��HPSKDVL]LQJ�LQVWHDG�WKH�H[WHQW�WR
ZKLFK�SHRSOH�FRQFHLYH��RUߝ�FRQVWUXFWߞ��WKH�ZRUOG�LQ�ZKLFK�WKH\�OLYH�
DQG� SRVWVWUXFWXUDOLVP�� &RQVWUXFWLYLVP� KDV� KDG� D� VLJQLILFDQWO\� JUHDWHU
LPSDFW�RQ�,5�WKDQ�LW�KDV�KDG�RQ�SROLWLFDO�VFLHQFH��ZLWK�PDQ\�QRZ�WUHDWLQJ
FRQVWUXFWLYLVP� DV� D� PDLQVWUHDP� LQWHUQDWLRQDO� UHODWLRQV� WKHRU\�� +RZHYHU�
FRQVWUXFWLYLVP�LV�QRW�VR�PXFK�D�VXEVWDQWLYH�WKHRU\�DV�DQ�DQDO\WLFDO�WRRO��,Q
DUJXLQJ� WKDW� SHRSOH�� LQ� HIIHFW�� �ߞFRQVWUXFWߝ WKH� ZRUOG� LQ� ZKLFK� WKH\� OLYH�
VXJJHVWLQJ� WKDW� WKH� ZRUOG� RSHUDWHV� WKURXJK� D� NLQG� RI� ߞLQWHU�VXEMHFWLYHߝ
DZDUHQHVV�� FRQVWUXFWLYLVWV� KDYH� WKURZQ� PDLQVWUHDP� SROLWLFDO� DQDO\VLVߞV
FODLP� WR� REMHFWLYLW\� LQWR� TXHVWLRQ�� )RU� H[DPSOH�� DV� VXEMHFWLYH� HQWLWLHV�
SROLWLFDO� DFWRUV� KDYH� QR� IL[HG� RU� REMHFWLYH� LQWHUHVWV� RU� LGHQWLWLHV�� UDWKHU�
WKHVH�DUH�IDVKLRQHG��DQG�FDQ�EH�UH�IDVKLRQHG��WKURXJK�WKH�WUDGLWLRQV��YDOXHV
DQG�VHQWLPHQWV�WKDW�SUHYDLO�DW�DQ\�WLPH�
3RVWVWUXFWXUDOLVP� HPHUJHG� DORQJVLGH� SRVWPRGHUQLVP�� WKH� WZR� WHUPV
VRPHWLPHV�EHLQJ�XVHG�LQWHUFKDQJHDEO\��3RVWVWUXFWXUDOLVP�HPSKDVL]HV� WKDW
DOO�LGHDV�DQG�FRQFHSWV�DUH�H[SUHVVHG�LQ�ODQJXDJH�ZKLFK�LWVHOI�LV�HQPHVKHG
LQ�FRPSOH[� UHODWLRQV�RI�SRZHU�� ,QIOXHQFHG�SDUWLFXODUO\�E\� WKH�ZULWLQJV�RI
WKH�)UHQFK�SKLORVRSKHU�DQG�UDGLFDO�LQWHOOHFWXDO�0LFKHO�)RXFDXOW��������ߙ��
SRVWVWUXFWXUDOLVWV� KDYH� GUDZQ� DWWHQWLRQ� WR� WKH� OLQN� EHWZHHQ� SRZHU� DQG
V\VWHPV�RI�WKRXJKW�XVLQJ�WKH�LGHD�RI�GLVFRXUVH��RUߝ�GLVFRXUVHV�RI�SRZHUߞ��,Q
FUXGH� WHUPV�� WKLV� LPSOLHV� WKDW� NQRZOHGJH� LV� SRZHU�� +RZHYHU�� LQ� WKH
DEVHQFH�RI�D�XQLYHUVDO�IUDPH�RI�UHIHUHQFH�RU�RYHUDUFKLQJ�SHUVSHFWLYH��WKHUH
H[LVWV�RQO\�D�VHULHV�RI�FRPSHWLQJ�SHUVSHFWLYHV��HDFK�RI�ZKLFK�UHSUHVHQWV�D
SDUWLFXODU� GLVFRXUVH� RI� SRZHU�� $OWKRXJK� SRVWVWUXFWXUDOLVP� DQG
SRVWPRGHUQLVP� UHMHFW� WKH� LGHD� RI� DEVROXWH� DQG� XQLYHUVDO� WUXWK
�IRXQGDWLRQDOLVP��� SRVWVWUXFWXUDOLVWV� DUJXH� WKDW� LW� LV� SRVVLEOH� WR� H[SRVH
KLGGHQ� PHDQLQJV� LQ� SDUWLFXODU� FRQFHSWV�� WKHRULHV� DQG� LQWHUSUHWDWLRQV
WKURXJK�D�SURFHVV�RI�GHFRQVWUXFWLRQ�
'LVFRXUVH��+XPDQ�LQWHUDFWLRQ��HVSHFLDOO\�FRPPXQLFDWLRQ�
GLVFRXUVH�PD\�GLVFORVH�RU�LOOXVWUDWH�SRZHU�UHODWLRQV�
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'HFRQVWUXFWLRQ��$�FORVH�UHDGLQJ�RI�SKLORVRSKLFDO�RU�RWKHU�WH[WV
ZLWK�DQ�H\H�WR�WKHLU�YDULRXV�EOLQG�VSRWV�DQG�RU�FRQWUDGLFWLRQV�

)2&86�21�������
00$)/,'�ߞ56)�35,621)+7

)LJXUH�����2SWLRQV�LQ�WKH�SULVRQHUVߞ�GLOHPPD
7ZR�SULVRQHUV��KHOG�LQ�VHSDUDWH�FHOOV��DUH�IDFHG�ZLWK�WKH�FKRLFH�RI
�RQ�RQH�DQRWKHU��,I�RQO\�RQH�RI�WKHPߞQRW�VTXHDOLQJߝ��RUߞVTXHDOLQJߝ
FRQIHVVHV��EXW�SURYLGHV�HYLGHQFH�WR�FRQYLFW�WKH�RWKHU��KH�ZLOO�EH
UHOHDVHG� ZLWKRXW� FKDUJH�� ZKLOH� KLV� SDUWQHU� ZLOO� WDNH� WKH� ZKROH
EODPH�DQG�EH�MDLOHG�IRU�WHQ�\HDUV��,I�ERWK�SULVRQHUV�FRQIHVV��WKH\
ZLOO�HDFK�EH�MDLOHG�IRU�VL[�\HDUV��,I�ERWK�UHIXVH�WR�FRQIHVV��WKH\�ZLOO
RQO\�EH�FRQYLFWHG�RI�D�PLQRU�FULPH��DQG�WKH\�ZLOO�HDFK�UHFHLYH�D
RQH�\HDU�VHQWHQFH��)LJXUH�����VKRZV�WKH�RSWLRQV�DYDLODEOH�WR�WKH
SULVRQHUV�DQG�WKHLU�FRQVHTXHQFHV�LQ�WHUPV�RI�MDLO�VHQWHQFHV�

,Q� YLHZ� RI� WKH� GLOHPPD� FRQIURQWLQJ� WKHP� LW� LV� OLNHO\� WKDW� ERWK
SULVRQHUV� ZLOO� FRQIHVV�� IHDULQJ� WKDW� LI� WKH\� GR� QRW� WKH� RWKHU� ZLOO
�ߞVTXHDOߝ DQG� WKH\�ZLOO� UHFHLYH� WKH�PD[LPXP�VHQWHQFH�� ,URQLFDOO\�
WKH� JDPH� VKRZV� WKDW� UDWLRQDO� EHKDYLRXU� FDQ� UHVXOW� LQ� WKH� OHDVW
IDYRXUDEOH�RXWFRPH��LQ�ZKLFK�WKH�SULVRQHUV�MRLQWO\�VHUYH�D�WRWDO�RI
��� \HDUV� LQ� MDLO��� ,Q� HIIHFW�� WKH\� DUH� SXQLVKHG� IRU� WKHLU� IDLOXUH� WR
FRRSHUDWH�RU�WUXVW�RQH�DQRWKHU��+RZHYHU��LI�WKH�JDPH�LV�UHSHDWHG
VHYHUDO�WLPHV�� LW� LV�SRVVLEOH�WKDW�WKH�SULVRQHUV�ZLOO� OHDUQ�WKDW�VHOI�
LQWHUHVW�LV�DGYDQFHG�E\�FRRSHUDWLRQ��ZKLFK�ZLOO�HQFRXUDJH�ERWK�WR
UHIXVH�WR�FRQIHVV�

&RQFHSWV��PRGHOV�DQG�WKHRULHV
&RQFHSWV��PRGHOV�DQG�WKHRULHV�DUH�WKH�WRROV�RI�SROLWLFDO�DQDO\VLV��+RZHYHU�
DV�ZLWK�PRVW�WKLQJV�LQ�SROLWLFV��WKH�DQDO\WLFDO�WRROV�PXVW�EH�XVHG�ZLWK�FDUH�
)LUVW�� OHW� XV� FRQVLGHU� FRQFHSWV�� $� FRQFHSW� LV� D� JHQHUDO� LGHD� DERXW
VRPHWKLQJ��XVXDOO\�H[SUHVVHG�LQ�D�VLQJOH�ZRUG�RU�D�VKRUW�SKUDVH��$�FRQFHSW
LV�PRUH�WKDQ�D�SURSHU�QRXQ�RU�WKH�QDPH�RI�D�WKLQJ��7KHUH�LV��IRU�H[DPSOH��D
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GLIIHUHQFH� EHWZHHQ� WDONLQJ� DERXW� D� FDW� �D� SDUWLFXODU� DQG� XQLTXH� FDW�� DQG
KDYLQJ�D�FRQFHSW�RI�Dߝ�FDWߞ��WKH�LGHD�RI�D�FDW���7KH�FRQFHSW�RI�D�FDW�LV�QRW�D
��DQ�LGHD�FRPSRVHG�RI�WKH�YDULRXV�DWWULEXWHV�WKDW�JLYH�DߞLGHDߝ��EXW�DQߞWKLQJߝ
FDW� LWV� GLVWLQFWLYH� FKDUDFWHU�� �Dߝ IXUU\� PDPPDOߞ�� ��ߞVPDOOߝ �ߞGRPHVWLFDWHGߝ
�FDWFKHVߝ UDWV� DQG� PLFHߞ�� DQG� VR� RQ�� 7KH� FRQFHSW� RI� �ߞ\HTXDOLWߝ LV� WKXV� D
SULQFLSOH�RU�LGHDO��7KLV�LV�GLIIHUHQW�IURP�XVLQJ�WKH�WHUP�WR�VD\�WKDW�D�UXQQHU
KDV� �ߞHTXDOOHGߝ D� ZRUOG� UHFRUG�� RU� WKDW� DQ� LQKHULWDQFH� LV� WR� EH� VKDUHG
�ߞ\HTXDOOߝ EHWZHHQ� WZR� EURWKHUV�� ,Q� WKH� VDPH� ZD\�� WKH� FRQFHSW� RI
�ߞ\SUHVLGHQFߝ UHIHUV� QRW� WR� DQ\� VSHFLILF� SUHVLGHQW� EXW�� UDWKHU�� WR� D� VHW� RI
LGHDV�DERXW�WKH�RUJDQL]DWLRQ�RI�H[HFXWLYH�SRZHU�

&21&(37�
,GHDO�W\SH
$Q�LGHDO�W\SH��VRPHWLPHVߝ�SXUH�W\SHߞ��LV�D�PHQWDO�FRQVWUXFW�LQ
ZKLFK�DQ�DWWHPSW�LV�PDGH�WR�GUDZ�RXW�PHDQLQJ�IURP�DQ�RWKHUZLVH
DOPRVW�LQILQLWHO\�FRPSOH[�UHDOLW\�WKURXJK�WKH�SUHVHQWDWLRQ�RI�D
ORJLFDO�H[WUHPH��,GHDO�W\SHV�ZHUH�ILUVW�XVHG�LQ�HFRQRPLFV��IRU
LQVWDQFH��LQ�WKH�QRWLRQ�RI�SHUIHFW�FRPSHWLWLRQ��&KDPSLRQHG�LQ�WKH
VRFLDO�VFLHQFHV�E\�0D[�:HEHU��LGHDO�W\SHV�DUH�H[SODQDWRU\�WRROV�
QRW�DSSUR[LPDWLRQV�RI�UHDOLW\��WKH\�QHLWKHUߝ�H[KDXVW�UHDOLW\ߞ�QRU
RIIHU�DQ�HWKLFDO�LGHDO��:HEHULDQ�H[DPSOHV�LQFOXGH�W\SHV�RI
DXWKRULW\��VHH�S�����DQG�EXUHDXFUDF\��VHH�S�������

:KDW��WKHQ��LV�WKH�YDOXH�RI�FRQFHSWV"�&RQFHSWV�DUH�WKH�WRROV�ZLWK�ZKLFK�ZH
WKLQN��FULWLFL]H��DUJXH��H[SODLQ�DQG�DQDO\VH��0HUHO\�SHUFHLYLQJ�WKH�H[WHUQDO
ZRUOG�GRHV�QRW�LQ�LWVHOI�JLYH�XV�NQRZOHGJH�DERXW�LW��,Q�RUGHU�WR�PDNH�VHQVH
RI� WKH�ZRUOG��ZH�PXVW�� LQ�D�VHQVH�� LPSRVH�PHDQLQJ�RQ� LW��DQG� WKLV�ZH�GR
WKURXJK� WKH� FRQVWUXFWLRQ� RI� FRQFHSWV�� &RQFHSWV�� LQ� WKDW� VHQVH�� DUH� WKH
EXLOGLQJ�EORFNV�RI�KXPDQ�NQRZOHGJH��1HYHUWKHOHVV��FRQFHSWV�FDQ�DOVR�EH
VOLSSHU\� FXVWRPHUV�� ,Q� WKH� ILUVW� SODFH�� WKH� SROLWLFDO� UHDOLW\� ZH� VHHN� WR
XQGHUVWDQG� LV� FRQVWDQWO\� VKLIWLQJ� DQG� LV� KLJKO\� FRPSOH[��7KHUH� LV� DOZD\V
WKH� GDQJHU� WKDW� FRQFHSWV� VXFK� DV� ��ߞ\GHPRFUDFߝ �KXPDQߝ ULJKWVߞ� DQG
�ߞFDSLWDOLVPߝ ZLOO� EH� PRUH� URXQGHG� DQG� FRKHUHQW� WKDQ� WKH� XQVKDSHO\
UHDOLWLHV�WKH\�VHHN�WR�GHVFULEH��0D[�:HEHU�WULHG�WR�RYHUFRPH�WKLV�SUREOHP
E\�UHFRJQL]LQJ�SDUWLFXODU�FRQFHSWV�DVߝ�LGHDO�W\SHV��7ߞKLV�YLHZ�LPSOLHV�WKDW
WKH�FRQFHSWV�ZH�XVH�DUH�FRQVWUXFWHG�E\�VLQJOLQJ�RXW�FHUWDLQ�EDVLF�RU�FHQWUDO
IHDWXUHV�RI� WKH�SKHQRPHQRQ� LQ�TXHVWLRQ��ZKLFK�PHDQV� WKDW�RWKHU� IHDWXUHV
DUH�GRZQJUDGHG�RU�LJQRUHG�DOWRJHWKHU��7KH�FRQFHSW�RIߝ�UHYROXWLRQߞ�FDQ�EH
UHJDUGHG� DV� DQ� LGHDO� W\SH� LQ� WKLV� VHQVH�� LQ� WKDW� LW� GUDZV� DWWHQWLRQ� WR� D
SURFHVV�RI�IXQGDPHQWDO��DQG�XVXDOO\�YLROHQW��SROLWLFDO�FKDQJH��,W�WKXV�KHOSV
XV� PDNH� VHQVH� RI�� VD\�� WKH� ����� )UHQFK� 5HYROXWLRQ� DQG� WKH� (DVWHUQ
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(XURSHDQ� UHYROXWLRQV� RI� �����ߙ�� E\� KLJKOLJKWLQJ� LPSRUWDQW� SDUDOOHOV
EHWZHHQ�WKHP��7KH�FRQFHSW�PXVW�QHYHUWKHOHVV�EH�XVHG�ZLWK�FDUH�EHFDXVH�LW
FDQ�DOVR�FRQFHDO�YLWDO�GLIIHUHQFHV��DQG� WKHUHE\�GLVWRUW�XQGHUVWDQGLQJߙ�� LQ
WKLV� FDVH�� IRU� H[DPSOH�� DERXW� WKH� LGHRORJLFDO� DQG� VRFLDO� FKDUDFWHU� RI
UHYROXWLRQ�
$�IXUWKHU�SUREOHP� LV� WKDW�SROLWLFDO�FRQFHSWV�DUH�RIWHQ� WKH�VXEMHFW�RI�GHHS
LGHRORJLFDO�FRQWURYHUV\��3ROLWLFV� LV�� LQ�SDUW��D�VWUXJJOH�RYHU� WKH� OHJLWLPDWH
PHDQLQJ�RI�WHUPV�DQG�FRQFHSWV��(QHPLHV�PD\�DUJXH��ILJKW�DQG�HYHQ�JR�WR
ZDU�� DOO� FODLPLQJ� WR� EH� �GHIHQGLQJߝ IUHHGRPߞ�� �XSKROGLQJߝ GHPRFUDF\ߞ� RU
�ߞIUHHGRPߝ���7KH�SUREOHP�LV�WKDW�ZRUGV�VXFK�DVߞKDYLQJ�MXVWLFH�RQ�WKHLU�VLGHߝ
�ߞ\GHPRFUDFߝ DQG� �ߞMXVWLFHߝ KDYH� GLIIHUHQW� PHDQLQJV� WR� GLIIHUHQW� SHRSOH�
+RZ�FDQ�ZH�HVWDEOLVK�ZKDW� LV� ��\�GHPRFUDFߞWUXHߝ �ߞWUXHߝ IUHHGRP�RU� ߞWUXHߝ
MXVWLFH"�7KH�VLPSOH�DQVZHU� LV� WKDW�ZH�FDQQRW��-XVW�DV�ZLWK� WKH�DWWHPSW� WR
GHILQH� ���ZHߞSROLWLFVߝ KDYH� WR� DFFHSW� WKDW� WKHUH� DUH� FRPSHWLQJ� YHUVLRQV� RI
PDQ\� SROLWLFDO� FRQFHSWV�� 6XFK� FRQFHSWV� DUH� EHVW� UHJDUGHG� DV� \HVVHQWLDOOߝ
FRQWHVWHGߞ�FRQFHSWV��*DOOLH������������,Q�HIIHFW��D�VLQJOH�WHUP�FDQ�UHSUHVHQW
D� QXPEHU� RI� ULYDO� FRQFHSWV�� QRQH� RI�ZKLFK� FDQ� EH� DFFHSWHG� DV� LWV� ߞWUXHߝ
PHDQLQJ��)RU� H[DPSOH�� LW� LV� HTXDOO\� OHJLWLPDWH� WR� GHILQH� SROLWLFV� DV�ZKDW
FRQFHUQV�WKH�VWDWH��DV�WKH�FRQGXFW�RI�SXEOLF�OLIH��DV�GHEDWH�DQG�FRQFLOLDWLRQ�
DQG�DV�WKH�GLVWULEXWLRQ�RI�SRZHU�DQG�UHVRXUFHV�
(VVHQWLDOO\�FRQWHVWHG�FRQFHSW��$�FRQFHSW�DERXW�ZKLFK
FRQWURYHUV\�LV�VR�GHHS�WKDW�QR�VHWWOHG�RU�QHXWUDO�GHILQLWLRQ�FDQ�HYHU
EH�GHYHORSHG�
0RGHO��$�WKHRUHWLFDO�UHSUHVHQWDWLRQ�RI�HPSLULFDO�GDWD�WKDW�DLPV�WR
DGYDQFH�XQGHUVWDQGLQJ�E\�KLJKOLJKWLQJ�VLJQLILFDQW�UHODWLRQVKLSV�DQG
LQWHUDFWLRQV�
0RGHOV�DQG�WKHRULHV�DUH�EURDGHU� WKDQ�FRQFHSWV�� WKH\�FRPSULVH�D�UDQJH�RI
LGHDV� UDWKHU� WKDQ� D� VLQJOH� LGHD�� $� PRGHO� LV� XVXDOO\� WKRXJKW� RI� DV� D
UHSUHVHQWDWLRQ�RI�VRPHWKLQJ��XVXDOO\�RQ�D�VPDOOHU�VFDOH��DV�LQ�WKH�FDVH�RI�D
GROOߞV�KRXVH�RU�D�WR\�DHURSODQH��,Q�WKLV�VHQVH��WKH�SXUSRVH�RI�WKH�PRGHO�LV
WR� UHVHPEOH� WKH� RULJLQDO� REMHFW� DV� IDLWKIXOO\� DV� SRVVLEOH�� +RZHYHU�
FRQFHSWXDO�PRGHOV� QHHG�QRW� LQ� DQ\�ZD\� UHVHPEOH� DQ�REMHFW�� ,W�ZRXOG�EH
DEVXUG��IRU�LQVWDQFH��WR�LQVLVW�WKDW�D�FRPSXWHU�PRGHO�RI�WKH�HFRQRP\�VKRXOG
EHDU� D� SK\VLFDO� UHVHPEODQFH� WR� WKH� HFRQRP\� LWVHOI�� 5DWKHU�� FRQFHSWXDO
PRGHOV� DUH� DQDO\WLFDO� WRROV�� WKHLU� YDOXH� LV� WKDW� WKH\� DUH� GHYLFHV� WKURXJK
ZKLFK�PHDQLQJ�FDQ�EH�LPSRVHG�RQ�ZKDW�ZRXOG�RWKHUZLVH�EH�D�EHZLOGHULQJ
DQG�GLVRUJDQL]HG�FROOHFWLRQ�RI�IDFWV��7KH�VLPSOH�SRLQW�LV�WKDW�IDFWV�GR�QRW
VSHDN� IRU� WKHPVHOYHV�� WKH\� PXVW� EH� LQWHUSUHWHG�� DQG� WKH\� PXVW� EH
RUJDQL]HG��0RGHOV�DVVLVW� LQ� WKH�DFFRPSOLVKPHQW�RI� WKLV� WDVN�EHFDXVH� WKH\
LQFOXGH� D� QHWZRUN� RI� UHODWLRQVKLSV� WKDW� KLJKOLJKW� WKH� PHDQLQJ� DQG
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VLJQLILFDQFH�RI�UHOHYDQW�HPSLULFDO�GDWD��7KH�EHVW�ZD\�RI�XQGHUVWDQGLQJ�WKLV
LV� WKURXJK� DQ� H[DPSOH�� 2QH� RI� WKH� PRVW� LQIOXHQWLDO� PRGHOV� LQ� SROLWLFDO
DQDO\VLV� LV� WKH�PRGHO� RI� WKH�SROLWLFDO� V\VWHP�GHYHORSHG�E\�'DYLG�(DVWRQ
��������������7KLV�FDQ�EH�UHSUHVHQWHG�GLDJUDPPDWLFDOO\��VHH�)LJXUH������
'(%$7,1*������
6+28/'�678'(176�2)�32/,7,&6�6((.�72�%(�2%-(&7,9(
$1'�32/,7,&$//<�1(875$/"
0DQ\� EHOLHYH� WKDW� D� VWULFW� GLVWLQFWLRQ� VKRXOG� EH� GUDZQ� EHWZHHQ
VWXG\LQJ� SROLWLFV� DQG� SUDFWLVLQJ� SROLWLFV�� EHWZHHQ� KDYLQJ� DQ
DFDGHPLF�LQWHUHVW� LQ�WKH�VXEMHFW�DQG�EHLQJ�SROLWLFDOO\�HQJDJHG�RU
FRPPLWWHG�� %XW� GRHV� WKLV� GLVWLQFWLRQ� VWDQG� XS� WR� H[DPLQDWLRQ"
6KRXOG�ZH��WHDFKHUV�DV�ZHOO�DV�VWXGHQWV��DSSURDFK� WKH�VWXG\�RI
SROLWLFV� LQ� D� QHXWUDO� PDQQHU�� DGRSWLQJ� D� VWDQFH� RI� ߞVFLHQWLILFߝ
REMHFWLYLW\"� 2U� VKRXOG� ZH� DFFHSW� WKDW�� LQ� SROLWLFV�� LQWHUHVW� DQG
FRPPLWPHQW� DUH� LQHYLWDEO\� OLQNHG�� DQG� HYHQ� WKDW� SROLWLFDO
FRQYLFWLRQ�PD\�GULYH�SROLWLFDO�XQGHUVWDQGLQJ"
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'HVLUH�WR�H[SODLQ��7KH�PRWLYHV
IRU� VWXG\LQJ� SROLWLFV� DQG
SUDFWLVLQJ� SROLWLFV� DUH� �ߙ RU
VKRXOG� EH� �ߙ GLIIHUHQW�� 6WXGHQWV
RI� SROLWLFV� VKRXOG� VHHN�� DERYH
DOO�� WR� XQGHUVWDQG� DQG� H[SODLQ
WKH� �DOO� WRR� RIWHQ� FRPSOH[� DQG
EDIIOLQJ�� SROLWLFDO�ZRUOG�� $V� WKH\
ZDQW� WR� ��RIߞPDNH�VHQVHߝ WKLQJV�
DQ\� SHUVRQDO� SUHIHUHQFHV� WKH\
PD\�KROG�PXVW�EH�WUHDWHG�DV�RI
VWULFWO\�VHFRQGDU\�LPSRUWDQFH��,Q
FRQWUDVW��SUDFWLWLRQHUV�RI�SROLWLFV
�SROLWLFLDQV�� DFWLYLVWV� DQG� WKH
OLNH�� DUH� SULQFLSDOO\� FRQFHUQHG
ZLWK� UHVKDSLQJ� WKH� SROLWLFDO
ZRUOG� LQ� OLQH� ZLWK� WKHLU� RZQ
FRQYLFWLRQV� RU� SUHIHUHQFHV�
3ROLWLFDO� FRQYLFWLRQV� WKXV� EOLQG
SHRSOH� WR� �ߞLQFRQYHQLHQWߝ WUXWKV�
DOORZLQJ� SROLWLFDO� DQDO\VLV� WR

0\WK� RI� QHXWUDOLW\�� :KHUHDV
QDWXUDO�VFLHQWLVWV�PD\�EH�DEOH�WR
DSSURDFK� WKHLU� VWXGLHV� IURP� DQ
REMHFWLYH� DQG� LPSDUWLDO
VWDQGSRLQW�� WKLV� LV� LPSRVVLEOH� LQ
SROLWLFV�� +RZHYHU� SROLWLFV� LV
GHILQHG�� LW� DGGUHVVHV� TXHVWLRQV
DERXW� WKH� VWUXFWXUH� DQG
IXQFWLRQLQJ� RI� WKH� VRFLHW\� LQ
ZKLFK� ZH� OLYH� DQG� KDYH� JURZQ
XS�� )DPLO\� EDFNJURXQG�� VRFLDO
H[SHULHQFH�� HFRQRPLF� SRVLWLRQ�
SROLWLFDO� V\PSDWKLHV� DQG� VR� RQ
WKHUHIRUH� EXLOG� LQWR� HDFK� DQG
HYHU\�RQH�RI�XV�SUHFRQFHSWLRQV
DERXW� WKH�SROLWLFDO�ZRUOG�ZH�DUH
VHHNLQJ� WR� VWXG\�� ,QGHHG�
SHUKDSV� WKH� JUHDWHVW� WKUHDW� WR
UHOLDEOH� NQRZOHGJH� FRPHV� QRW
IURP�ELDV�DV�VXFK��EXW�IURP�WKH
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VHUYLFH� WKH� QHHGV� RI� SROLWLFDO
DGYRFDF\�

2EMHFWLYH�NQRZOHGJH��7KHUH� LV
DQ� DSSURDFK� WR� WKH� DFTXLVLWLRQ
RI�NQRZOHGJH�WKDW�KDV�XQULYDOOHG
DXWKRULW\�LQ�WKH�IRUP�RI�VFLHQWLILF
PHWKRG�� DQG� WKLV� VKRXOG� EH
DSSOLHG� WR� DOO� DUHDV�RI� OHDUQLQJ�
SROLWLFV� �RU� �SROLWLFDOߝ VFLHQFHߞ�
LQFOXGHG�� 8VLQJ� REVHUYDWLRQ�
PHDVXUHPHQW� DQG
H[SHULPHQWDWLRQ�� VFLHQWLILF
PHWKRG�DOORZV�K\SRWKHVHV�WR�EH
YHULILHG�RU�IDOVLILHG�E\�FRPSDULQJ
WKHP�ZLWK�ZKDW�ZH� NQRZ�DERXW
WKH� �UHDOߝ ZRUOGߞ�� 6\VWHPDWLF
HQTXLU\�� JXLGHG� E\� VXFK
VFLHQWLILF� SULQFLSOHV�� LV� WKH� RQO\
UHOLDEOH�PHDQV�RI�SURGXFLQJ�DQG
DFFXPXODWLQJ� NQRZOHGJH�� 7KLV
NQRZOHGJH� LV� ߞREMHFWLYHߝ
EHFDXVH�LW� LV�JHQHUDWHG�WKURXJK
D� YDOXH�IUHH� DSSURDFK� WKDW� LV
FRQFHUQHG� ZLWK� HPSLULFDO
TXHVWLRQV�DQG�GRHV�QRW�VHHN�WR
PDNH�QRUPDWLYH�MXGJHPHQWV�

)UHH�IORDWLQJ� LQWHOOHFWXDOV�
(GXFDWLRQ� DQG� LQWHOOHFWXDO
HQTXLU\� DUH� WKHPVHOYHV� D
WUDLQLQJ�JURXQG�LQ�GLVSDVVLRQDWH
VFKRODUVKLS�� DOORZLQJ� VWXGHQWV
DQG� WHDFKHUV� WR� GLVWDQFH
WKHPVHOYHV��RYHU� WLPH�� IURP�WKH
DOOHJLDQFHV� DQG� ELDVHV� WKDW
GHULYH� IURP� VRFLDO� DQG� IDPLO\
EDFNJURXQGV�� 7KH� *HUPDQ
VRFLRORJLVW� .DUO� 0DQQKHLP
������ߙ����� WKXV� DUJXHG� WKDW
REMHFWLYLW\�LV�VWULFWO\�WKH�SUHVHUYH

IDLOXUH� WR� DFNQRZOHGJH� ELDV�
UHIOHFWHG� LQ� ERJXV� FODLPV� WR
SROLWLFDO�QHXWUDOLW\�

(PDQFLSDWRU\� NQRZOHGJH�
9HU\� IHZ� SHRSOH� DUH� GUDZQ� WR
WKH� VWXG\� RI� SROLWLFV� WKURXJK� D
GLVLQWHUHVWHG� TXHVW� IRU
NQRZOHGJH� DORQH�� ,QVWHDG�� WKH\
VHHN� NQRZOHGJH� IRU� D� SXUSRVH�
DQG�WKDW�SXUSRVH� LQYDULDEO\�KDV
D� QRUPDWLYH� FRPSRQHQW�� $V
0DU[� IDPRXVO\� SXW� LW�� 7KHߝ
SKLORVRSKHUV� KDYH� RQO\
LQWHUSUHWHG�WKH�ZRUOG�� LQ�YDULRXV
ZD\V�� WKH�SRLQW� LV� WR�FKDQJH� LWߞ�
6XFK� DQ� DSSURDFK� LV� PRVW
FOHDUO\� HPEUDFHG� E\� PRGHUQ
FULWLFDO� WKHRULVWV�� ZKR� DGRSW� DQ
H[SOLFLW� FRPPLWPHQW� WR
HPDQFLSDWRU\� SROLWLFV�� 7KH
SXUSRVH� RI� FULWLFDO� WKHRU\� LV� WR
XQFRYHU� VWUXFWXUHV� RI
RSSUHVVLRQ� DQG� LQMXVWLFH� LQ
GRPHVWLF� DQG� JOREDO� SROLWLFV� LQ
RUGHU� WR� DGYDQFH� WKH� FDXVH� RI
LQGLYLGXDO� DQG� FROOHFWLYH
IUHHGRP�

&RPSHWLQJ� UHDOLWLHV�� 3RVW�
SRVLWLYLVW� WKHRULVWV� TXHVWLRQ� WKH
YHU\�LGHD�RI�VFLHQWLILF�REMHFWLYLW\�
DUJXLQJ� WKDW� WKHUH� LV�PRUH� WKDQ
RQH�ZD\�LQ�ZKLFK�WKH�ZRUOG�FDQ
EH�XQGHUVWRRG��7KHUH�LV�WKXV�QR
VLQJOH�� RYHUDUFKLQJ� WUXWK� DERXW
WKH� �UHDOߝ ZRUOGߞ� RXW� WKHUH�
VHSDUDWH�IURP�WKH�EHOLHIV�� LGHDV
DQG� DVVXPSWLRQV� RI� WKH
REVHUYHU�� ,I� WKH� VXEMHFW� �WKH
VWXGHQW�RI�SROLWLFV��FDQQRW�LQ�DQ\
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RI� WKH� �\VRFLDOOߝ XQDWWDFKHG
LQWHOOLJHQWVLDߞ�� D� FODVV� RI
LQWHOOHFWXDOV� ZKR� DORQH� FDQ
HQJDJH� LQ� GLVFLSOLQHG� DQG
GLVSDVVLRQDWH� HQTXLU\�� $V� IUHH�
IORDWLQJ� LQWHOOHFWXDOV�� WKH\� FDQ
VWDQG�EDFN� IURP� WKH�ZRUOG� WKH\
VHHN�WR�XQGHUVWDQG��DQG�WKHUHE\
VHH�LW�PRUH�FOHDUO\�

UHOLDEOH� ZD\� EH� GLVWLQJXLVKHG
IURP� WKH� REMHFW� �WKH� SROLWLFDO
ZRUOG��� WKHQ� GLVSDVVLRQDWH
VFKRODUVKLS�PXVW�EH�WUHDWHG�DV�
DW� EHVW�� DQ� XQDFKLHYDEOH� LGHDO�
VRFLDO� DQG� SROLWLFDO� DQDO\VLV
EHLQJ� DQ� LQHYLWDEO\� YDOXH�ODGHQ
DFWLYLW\�

)LJXUH�����7KH�SROLWLFDO�V\VWHP
7KLV� DPELWLRXV�PRGHO� VHWV� RXW� WR� H[SODLQ� WKH� HQWLUH� SROLWLFDO� SURFHVV�� DV
ZHOO� DV� WKH� IXQFWLRQ� RI�PDMRU� SROLWLFDO� DFWRUV�� WKURXJK� WKH� DSSOLFDWLRQ� RI
ZKDW� LV� FDOOHG� V\VWHPV� DQDO\VLV�� $� V\VWHP� LV� DQ� RUJDQL]HG� RU� FRPSOH[
ZKROH��D�VHW�RI�LQWHUUHODWHG�DQG�LQWHUGHSHQGHQW�SDUWV�WKDW�IRUP�D�FROOHFWLYH
HQWLW\�� ,Q� WKH� FDVH� RI� WKH� SROLWLFDO� V\VWHP�� D� OLQNDJH� H[LVWV� EHWZHHQ�ZKDW
(DVWRQ�FDOOVߝ�LQSXWVߞ�DQGߝ�RXWSXWVߞ��,QSXWV�LQWR�WKH�SROLWLFDO�V\VWHP�FRQVLVW
RI� GHPDQGV� DQG� VXSSRUWV� IURP� WKH� JHQHUDO� SXEOLF�� 'HPDQGV� FDQ� UDQJH
IURP� SUHVVXUH� IRU� KLJKHU� OLYLQJ� VWDQGDUGV�� LPSURYHG� HPSOR\PHQW
SURVSHFWV�� DQG�PRUH�JHQHURXV�ZHOIDUH�SD\PHQWV� WR�JUHDWHU� SURWHFWLRQ� IRU
PLQRULW\� DQG� LQGLYLGXDO� ULJKWV�� 6XSSRUWV�� RQ� WKH� RWKHU� KDQG�� DUH�ZD\V� LQ
ZKLFK� WKH� SXEOLF� FRQWULEXWHV� WR� WKH� SROLWLFDO� V\VWHP� E\� SD\LQJ� WD[HV�
RIIHULQJ�FRPSOLDQFH��DQG�EHLQJ�ZLOOLQJ�WR�SDUWLFLSDWH�LQ�SXEOLF�OLIH��2XWSXWV
FRQVLVW�RI� WKH�GHFLVLRQV�DQG�DFWLRQV�RI�JRYHUQPHQW�� LQFOXGLQJ�WKH�PDNLQJ
RI�SROLF\��WKH�SDVVLQJ�RI�ODZV��WKH�LPSRVLWLRQ�RI�WD[HV��DQG�WKH�DOORFDWLRQ�RI
SXEOLF� IXQGV�� &OHDUO\�� WKHVH� RXWSXWV� JHQHUDWH� �ߞIHHGEDFNߝ ZKLFK�� LQ� WXUQ�
VKDSHV�IXUWKHU�GHPDQGV�DQG�VXSSRUWV��7KH�NH\�LQVLJKW�RIIHUHG�E\�(DVWRQߞV
PRGHO� LV� WKDW� WKH�SROLWLFDO�V\VWHP�WHQGV� WRZDUGV� ORQJ�WHUP�HTXLOLEULXP�RU
SROLWLFDO�VWDELOLW\��DV�LWV�VXUYLYDO�GHSHQGV�RQ�RXWSXWV�EHLQJ�EURXJKW�LQWR�OLQH
ZLWK�LQSXWV�
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7KH�WHUPVߝ�WKHRU\ߞ�DQGߝ�PRGHOߞ�DUH�RIWHQ�XVHG�LQWHUFKDQJHDEO\�LQ�SROLWLFV�
7KHRULHV� DQG� PRGHOV� DUH� ERWK� FRQFHSWXDO� FRQVWUXFWV� XVHG� DV� WRROV� RI
SROLWLFDO�DQDO\VLV��+RZHYHU��VWULFWO\�VSHDNLQJ��D�WKHRU\�LV�D�SURSRVLWLRQ��,W
RIIHUV�D�V\VWHPDWLF�H[SODQDWLRQ�RI�D�ERG\�RI�HPSLULFDO�GDWD��,Q�FRQWUDVW��D
PRGHO�LV�PHUHO\�DQ�H[SODQDWRU\�GHYLFH��LW�LV�PRUH�OLNH�D�K\SRWKHVLV�WKDW�KDV
\HW�WR�EH�WHVWHG��,Q�WKDW�VHQVH��LQ�SROLWLFV��ZKLOH�WKHRULHV�FDQ�EH�VDLG�WR�EH
PRUH�RU� OHVV� ���PRGHOVߞWUXHߝ FDQ�RQO\�EH� VDLG� WR�EH�PRUH�RU� OHVV� �ߞXVHIXOߝ
&OHDUO\��KRZHYHU��WKHRULHV�DQG�PRGHOV�DUH�RIWHQ�LQWHUOLQNHG��EURDG�SROLWLFDO
WKHRULHV�PD\�EH�H[SODLQHG�LQ�WHUPV�RI�D�VHULHV�RI�PRGHOV��)RU�H[DPSOH��WKH
WKHRU\�RI�SOXUDOLVP��GLVFXVVHG�LQ�&KDSWHUV���DQG����HQFRPSDVVHV�D�PRGHO
RI� WKH� VWDWH�� D�PRGHO�RI� HOHFWRUDO� FRPSHWLWLRQ�� D�PRGHO�RI�JURXS�SROLWLFV�
DQG�VR�RQ�
7KHRU\��$�V\VWHPDWLF�H[SODQDWLRQ�RI�HPSLULFDO�GDWD��XVXDOO\��XQOLNH
D�K\SRWKHVLV��SUHVHQWHG�DV�UHOLDEOH�NQRZOHGJH�

&21&(37�
3DUDGLJP
$�SDUDGLJP�LV��LQ�D�JHQHUDO�VHQVH��D�SDWWHUQ�RU�PRGHO�WKDW
KLJKOLJKWV�UHOHYDQW�IHDWXUHV�RI�D�SDUWLFXODU�SKHQRPHQRQ��$V�XVHG
E\�.XKQ���������KRZHYHU��LW�UHIHUV�WR�DQ�LQWHOOHFWXDO�IUDPHZRUN
FRPSULVLQJ�LQWHUUHODWHG�YDOXHV��WKHRULHV�DQG�DVVXPSWLRQV��ZLWKLQ
ZKLFK�WKH�VHDUFK�IRU�NQRZOHGJH�LV�FRQGXFWHG1ߝ��RUPDOߞ�VFLHQFH�LV
WKHUHIRUH�FRQGXFWHG�ZLWKLQ�WKH�HVWDEOLVKHG�SDUDGLJP��ZKLOH
�VFLHQFH�DWWHPSWV�WR�UHSODFH�DQ�ROG�SDUDGLJP�ZLWK�Dߞ\UHYROXWLRQDUߝ
QHZ�RQH��7KH�UDGLFDO�LPSOLFDWLRQ�RI�WKLV�WKHRU\�LV�WKDWߝ�WUXWKߞ�DQG
��DUH�RQO\�SURYLVLRQDO�MXGJHPHQWVߞIDOVHKRRGߝ

+RZHYHU�� YLUWXDOO\� DOO� FRQFHSWXDO� GHYLFHV�� WKHRULHV� DQG� PRGHOV� FRQWDLQ
KLGGHQ� YDOXHV� RU� LPSOLFLW� DVVXPSWLRQV�� 7KLV� LV� ZK\� LW� LV� GLIILFXOW� WR
FRQVWUXFW� WKHRULHV� WKDW�DUH�SXUHO\�HPSLULFDO��YDOXHV�DQG�QRUPDWLYH�EHOLHIV
LQYDULDEO\� LQWUXGH�� ,Q� WKH� FDVH� RI� FRQFHSWV�� WKLV� LV� GHPRQVWUDWHG� E\
SHRSOHߞV� WHQGHQF\� WR� XVH� WHUPV� DV� HLWKHU� ��KXUUDKߝ ZRUGVߞ� �IRU� H[DPSOH�
��ߞ\GHPRFUDFߝ �ߞIUHHGRPߝ DQG� ��ߞMXVWLFHߝ RU� ��ERRߝ ZRUGVߞ� �IRU� H[DPSOH�
��ߞFRQIOLFWߝ ���0RGHOV�DQG�ߞSROLWLFVߝ��DQG�HYHQߞ\LGHRORJߝ��ߞ\DQDUFKߝ WKHRULHV
DUH� DOVR� �ߞORDGHGߝ LQ� WKH� VHQVH� WKDW� WKH\� FRQWDLQ� D� UDQJH� RI� ELDVHV�� ,W� LV
GLIILFXOW��IRU�H[DPSOH��WR�DFFHSW�WKH�FODLP�WKDW�UDWLRQDO�FKRLFH�WKHRULHV�DUH
YDOXH�QHXWUDO��$V�WKH\�DUH�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�KXPDQ�EHLQJV�DUH
EDVLFDOO\�HJRLVWLFDO�DQG�VHOI�UHJDUGLQJ��LW�LV�SHUKDSV�QRW�VXUSULVLQJ�WKDW�WKH\
KDYH�RIWHQ�SRLQWHG�WR�SROLF\�FRQFOXVLRQV�WKDW�DUH�SROLWLFDOO\�FRQVHUYDWLYH�
7KHUH�LV��WKHUHIRUH��D�VHQVH�LQ�ZKLFK�DQDO\WLFDO�GHYLFHV��VXFK�DV�PRGHOV�DQG
PLFURWKHRULHV�� DUH� FRQVWUXFWHG� RQ� WKH� EDVLV� RI� EURDGHU� PDFURWKHRULHV�
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0DQ\�RI�WKHVH�PDFURWKHRULHV�UHIOHFW�WKH�DVVXPSWLRQV�DQG�EHOLHIV�RI�RQH�RU
RWKHU� RI� WKH� PDMRU� LGHRORJLFDO� WUDGLWLRQV�� 7KHVH� WUDGLWLRQV� RSHUDWH� LQ� D
VLPLODU� ZD\� WR� WKH� �ߞSDUDGLJPVߝ WR� ZKLFK� 7KRPDV� .XKQ� UHIHUV� LQ� 7KH
6WUXFWXUH�RI�6FLHQWLILF�5HYROXWLRQV���������,Q�HIIHFW��D�SDUDGLJP�FRQVWLWXWHV
WKH� IUDPHZRUN� ZLWKLQ� ZKLFK� WKH� VHDUFK� IRU� NQRZOHGJH� LV� FRQGXFWHG�
$FFRUGLQJ� WR�.XKQ�� WKH�QDWXUDO� VFLHQFHV� DUH�GRPLQDWHG� DW� DQ\� WLPH�E\� D
VLQJOH� SDUDGLJP�� VFLHQFH� GHYHORSV� WKURXJK� D� VHULHV� RI� �ߞUHYROXWLRQVߝ LQ
ZKLFK� DQ� ROG� SDUDGLJP� LV� UHSODFHG� E\� D� QHZ� RQH�� 3ROLWLFDO� DQG� VRFLDO
HQTXLU\�LV��KRZHYHU��GLIIHUHQW��LQ�WKDW�LW�LV�D�EDWWOHJURXQG�RI�FRQWHQGLQJ�DQG
FRPSHWLQJ� SDUDGLJPV�� 7KHVH� SDUDGLJPV� WDNH� WKH� IRUP� RI� EURDG� VRFLDO
SKLORVRSKLHV�� XVXDOO\� FDOOHG� �SROLWLFDOߝ LGHRORJLHVߞ�� OLEHUDOLVP�
FRQVHUYDWLVP��VRFLDOLVP��IDVFLVP��IHPLQLVP��DQG�VR�RQ��VHH�&KDSWHU����
7KH�YDULRXV� OHYHOV�RI�FRQFHSWXDO�DQDO\VLV�DUH� VKRZQ�GLDJUDPPDWLFDOO\� LQ
)LJXUH�����

)LJXUH�����/HYHOV�RI�FRQFHSWXDO�DQDO\VLV

6RXUFH��*HWW\�,PDJHV�6SHQFHU�3ODWW

7KH�1HZ�<RUN�6WRFN�H[FKDQJH�LQ�������7KH�ILQDQFLDO�FUDVK
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LOOXVWUDWHG�KRZ��LQ�RXU�JOREDOL]HG�ZRUOG��HYHQWV�LQ�RQH�FRXQWU\
FDQ�KDYH�UHSHUFXVVLRQV�DFURVV�WKH�JOREH�
32/,7,&6�,1�$�*/2%$/�$*(
%H\RQG�WKH�GRPHVWLF�LQWHUQDWLRQDO�GLYLGH"
$V�DQ�DFDGHPLF�GLVFLSOLQH��SROLWLFV�KDV�FRQYHQWLRQDOO\�IRFXVHG�RQ�WKH�VWDWH
DQG�SDUWLFXODUO\�RQ�LWV�JRYHUQPHQWDO�DSSDUDWXV��WKH�LQVWLWXWLRQDO�IUDPHZRUN
RI�WKH�VWDWH��ZKHUH�SRZHU�OLHV�ZLWKLQ�LW��KRZ�GHFLVLRQV�DUH�PDGH��DQG�VR�RQ�
7KLV�VWDWH�EDVHG�SDUDGLJP�LV�RQH�LQ�ZKLFK�SROLWLFV�KDV�D�GLVWLQFW�VSDWLDO�RU
WHUULWRULDO� FKDUDFWHU�� ,Q� VKRUW�� ERUGHUV� DQG� ERXQGDULHV� PDWWHU�� 7KLV
HVSHFLDOO\�DSSOLHV�LQ�WKH�FDVH�RI�WKH�GLVWLQFWLRQ�EHWZHHQ�GRPHVWLF�SROLWLFV�
ZKLFK�LV�FRQFHUQHG�ZLWK�WKH�VWDWHߞV�UROH�LQ�PDLQWDLQLQJ�RUGHU�DQG�FDUU\LQJ
RXW� UHJXODWLRQ�ZLWKLQ� LWV�RZQ�ERUGHUV��DQG� LQWHUQDWLRQDO�SROLWLFV��ZKLFK� LV
FRQFHUQHG� ZLWK� UHODWLRQV� EHWZHHQ� RU� DPRQJ� VWDWHV�� ,Q� WKDW� VHQVH�
VRYHUHLJQW\� �VHH� S�� ����� WKH� VXSUHPH� RU� XQTXHVWLRQDEOH� DXWKRULW\� RI� WKH
VWDWH�� LV� D� �KDUGߝ VKHOOߞ� WKDW� GLYLGHV� WKH� �ߞLQVLGHߝ RI� SROLWLFV� IURP� WKH
�ߞRXWVLGHߝ
7KLV�GRPHVWLF�LQWHUQDWLRQDO��RUߝ�LQVLGH�RXWVLGHߞ��GLYLGH�DOVR�VHSDUDWHV�ZKDW
KDYH�FRQYHQWLRQDOO\�EHHQ� VHHQ� DV� WZR�TXLWH�GLIIHUHQW� VSKHUHV�RI�SROLWLFDO
LQWHUDFWLRQ� �VHH� )LJXUH� ������:KHUHDV� SROLWLFV� �ߞLQVLGHߝ KDV� DQ� RUGHUO\� RU
UHJXODWHG� FKDUDFWHU�� VWHPPLQJ� IURP� WKH� DELOLW\� RI� WKH� VWDWH� ZLWKLQ� WKH
GRPHVWLF�VSKHUH�WR�LPSRVH�UXOH�IURP�DERYH��SROLWLFV�LQ�WKHߝ�RXWVLGHߞ�KDV�DQ
DQDUFKLF�FKDUDFWHU��GHULYHG� IURP� WKH� IDFW� WKDW� WKHUH� LV�QR�DXWKRULW\� LQ� WKH
LQWHUQDWLRQDO� VSKHUH� KLJKHU� WKDQ� WKH� VRYHUHLJQ� VWDWH�� 7KH� VSDWLDO� GLYLVLRQ
WKDW�WKH�VWDWH�EDVHG�SDUDGLJP�KDV�LQFXOFDWHG�LV��IXUWKHUPRUH��UHIOHFWHG�LQ�D
WUDGLWLRQDO� VXE�GLVFLSOLQDU\� GLYLVLRQ� RI� ODERXU� EHWZHHQ� �SROLWLFDOߝ VFLHQFHߞ
DQG� �LQWHUQDWLRQDOߝ UHODWLRQVߞ�� RU� ,5��:KLOH�SROLWLFDO� VFLHQFH�KDV� WHQGHG� WR
YLHZ� VWDWHV� DV� PDFUR�OHYHO� DFWRUV� ZLWKLQ� WKH� SROLWLFDO� ZRUOG�� ,5� KDV
W\SLFDOO\�WUHDWHG�VWDWHV�DV�PLFUR�OHYHO�DFWRUV�ZLWKLQ�WKH�ODUJHU�LQWHUQDWLRQDO
DUHQD�
7KH�VWDWH�EDVHG�SDUDGLJP�RI�SROLWLFV�KDV�QHYHUWKHOHVV�FRPH�XQGHU�SUHVVXUH
DV� D� UHVXOW� RI� UHFHQW� WUHQGV� DQG� GHYHORSPHQWV�� QRW� OHDVW� WKRVH� DVVRFLDWHG
ZLWK�JOREDOL]DWLRQ��VHH�S��������,Q�SDUWLFXODU�� WKHUH�KDV�EHHQ�D�VXEVWDQWLDO
JURZWK� LQ� FURVV�ERUGHU�� RU� WUDQVQDWLRQDO�� IORZV� DQG� WUDQVDFWLRQV� ߙ
PRYHPHQWV� RI� SHRSOH�� JRRGV�� PRQH\�� LQIRUPDWLRQ� DQG� LGHDV�� $V� VWDWH
ERUGHUV� KDYH� EHFRPH� LQFUHDVLQJO\� ��ߞSRURXVߝ WKH� FRQYHQWLRQDO
GRPHVWLF�LQWHUQDWLRQDO�� RU� ��ߞLQVLGH�RXWVLGHߝ GLYLGH� KDV� EHFRPH� PRUH
GLIILFXOW�WR�VXVWDLQ��7KLV�FDQ�EH�LOOXVWUDWHG�ERWK�E\�WKH�VXEVWDQWLDOO\�JUHDWHU
YXOQHUDELOLW\�RI�GRPHVWLF�HFRQRPLHV�WR�HYHQWV�WKDW�WDNH�SODFH�HOVHZKHUH�LQ
WKH� ZRUOG�� DV� GHPRQVWUDWHG� E\� WKH� ZLGH�UDQJLQJ� LPSDFW� RI� WKH� ��ߙ����
JOREDO� ILQDQFLDO� FULVLV�� DQG� E\� WKH�ZLGHU� XVH� RI� GLJLWDO� WHFKQRORJLHV� WKDW

��



HQDEOH� SHRSOH� WR� FRPPXQLFDWH� ZLWK� HDFK� RWKHU� WKURXJK� PHDQV� VXFK� DV
PRELOH� SKRQHV� DQG� WKH� LQWHUQHW� WKDW� QDWLRQDO� JRYHUQPHQWV� ILQG� YHU\
GLIILFXOW�WR�FRQWURO��7KH�LQFUHDVH�LQ�WKH�VFDOH��VFRSH�DQG��VRPHWLPHV��QDWXUH
RI� VSDWLDO� LQWHUGHSHQGHQFH� KDV� HQFRXUDJHG� VRPH� WR� VSHFXODWH� WKDW� WKH
GLVFLSOLQDU\� GLYLGH� EHWZHHQ� SROLWLFDO� VFLHQFH� DQG� LQWHUQDWLRQDO� UHODWLRQV
VKRXOG�EH�GLVVROYHG��+D\��������
7UDQVQDWLRQDO��&RQILJXUDWLRQ��ZKLFK�PD\�DSSO\�WR�HYHQWV��SHRSOH�
JURXSV�RU�RUJDQL]DWLRQV��WKDW�WDNHV�OLWWOH�RU�QR�DFFRXQW�RI�QDWLRQDO
JRYHUQPHQWV�RU�VWDWH�ERUGHUV�
,I� SROLWLFDO� DFWLYLW\� FDQ� QR� ORQJHU� EH� VHHQ� WR� WDNH� SODFH� ZLWKLQ� GLVFUHWH
GRPHVWLF�DQG� LQWHUQDWLRQDO� VSKHUHV��SROLWLFV� LV�SHUKDSV�EHVW�XQGHUVWRRG� LQ
WHUPV�RI�RYHUODSV�DQG�LQWHUUHODWLRQVKLSV�EHWZHHQ�DQG�DPRQJVW�D�QXPEHU�RI
VSKHUHV� �ߙ WKH� JOREDO�� WKH� UHJLRQDO�� WKH� QDWLRQDO� DQG� WKH� ORFDO� �VHH�)LJXUH
������1HYHUWKHOHVV�� LW�ZRXOG�EH� D�PLVWDNH� WR�SRUWUD\� VXFK�DQ�DSSURDFK� WR
SROLWLFV�DV�HQWLUHO\�QRYHO��DV�WKH�GRPHVWLF�LQWHUQDWLRQDO�GLYLGH�KDV�XVXDOO\
EHHQ� WUHDWHG�PRUH� DV� D�ZD\�RI� SULRULWL]LQJ� D� SDUWLFXODU� VSKHUH� DQG� VHW� RI
LQWHUDFWLRQV�� UDWKHU� WKDQ� DV� D� ULJLG� GRFWULQH�� )RU� LQVWDQFH�� OLEHUDO� ,5
WKHRULVWV� KDYH� ORQJ� DUJXHG� WKDW� WKH� FRQVWLWXWLRQDO� VWUXFWXUH� RI� WKH� VWDWH
LQIOXHQFHV� LWV� H[WHUQDO� EHKDYLRXU�� ZKLOH� SROLWLFDO� VFLHQWLVWV� VWXG\LQJ� WKH
FDXVHV� RI� UHYROXWLRQ� KDYH� DOZD\V� DFFHSWHG� WKDW� ZDU� DQG� LQYDVLRQ� PD\
VRPHWLPHV�EH�GHFLVLYH�IDFWRUV�LQ�WKHLU�RXWEUHDN�

)LJXUH�����&RQWUDVWLQJ�PRGHOV�RI�VSDWLDO�SROLWLFV
:KHUH�GRHV�WKLV�OHDYH�XV�DV�IDU�DV�SROLWLFDO�DQDO\VLV�LV�FRQFHUQHG"�2QH�RI
WKH� LPSOLFDWLRQV�RI� DFFHSWLQJ� WKDW�SROLWLFV� WDNHV�SODFH�QRW�RQO\� LQ�JOREDO�
UHJLRQDO�� QDWLRQDO� DQG� ORFDO� VSKHUHV�� EXW� DOVR�� FUXFLDOO\�� WKURXJK
UHODWLRQVKLSV� EHWZHHQ� WKHVH� YDULRXV� VSKHUHV�� LV� WKDW� LW� VR� H[SDQGV� WKH

��



SDUDPHWHUV�DQG�FRPSOH[LW\�RI�SROLWLFV�WKDW�LW�EHFRPHV�GLIILFXOW��DQG�PD\EH
LPSRVVLEOH�� WR� PDNH� VHQVH� RI� LW� DV� D� ZKROH�� 7KLV� ZRXOG� UHTXLUH�� IRU
H[DPSOH�� WKDW� ZH� VWXG\� WRSLFV� VXFK� DV� HOHFWLRQV�� SROLWLFDO� SDUWLHV�
FRQVWLWXWLRQV�� DVVHPEOLHV� DQG� RWKHU� DVSHFWV� RI� QDWLRQDO� JRYHUQPHQW
DORQJVLGH� WRSLFV� VXFK� DV�ZDU� DQG� SHDFH�� QXFOHDU� SUROLIHUDWLRQ�� WHUURULVP�
SRYHUW\� DQG� GHYHORSPHQW�� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� DQG� VR� IRUWK�
0RUHRYHU�� DOWKRXJK� WKH� GRPHVWLF�LQWHUQDWLRQDO� GLYLGH� KDV� XQGRXEWHGO\
EHHQ�FRPSURPLVHG�E\�JOREDOL]LQJ�WUHQGV��LW�LV�GLIILFXOW�WR�DUJXH�WKDW�LW�KDV
EHHQ� UHQGHUHG� HQWLUHO\� PHDQLQJOHVV�� 2QO\� VR�FDOOHG� �ߞK\SHUJOREDOL]HUVߝ
ZKR� VXEVFULEH� WR� WKH� IDQFLIXO� LGHD� WKDW� SROLWLFV� �ߙ DQG�� IRU� WKDW� PDWWHU�
HYHU\WKLQJ�HOVHߙ��KDV�EHHQ�FDXJKW�XS�LQ�D�VZLUO�RI�LQWHUFRQQHFWHGQHVV�WKDW
HIIHFWLYHO\�DEVRUEV�DOO�RI�LWV�SDUWV�LQWR�DQ�LQGLYLVLEOH��JOREDO�ZKROH��IDLO�WR
DFNQRZOHGJH�WKDW�VWDWHV��WKRXJK�RIWHQ�WUDQVIRUPHG��FRQWLQXH�WR�EH�WKH�PRVW
VLJQLILFDQW� DFWRUV� LQ� ERWK� WKH� GRPHVWLF� DQG� WKH� LQWHUQDWLRQDO� VSKHUHV�
6RYHUHLJQW\�PD\�QR�ORQJHU�EH�Dߝ�KDUG�VKHOOߞ�WKDW�VHSDUDWHV�SROLWLFVߝ�LQVLGHߞ
IURP�SROLWLFVߝ�RXWVLGHߞ��EXW�LW�UHPDLQV�DW�OHDVW�Dߝ�VRIW�VKHOOߞ�
$OWKRXJK� WKLV� ERRN� DGRSWV� D� KROLVWLF� DSSURDFK�� ZKLFK� DFFHSWV� WKH
LPSOLFDWLRQV�RI�VSDWLDO�LQWHUGHSHQGHQFH�DQG��SDUWLFXODUO\��WKDW�ZKDW�JRHV�RQ
ZLWKLQ� VWDWHV�DQG�ZKDW�JRHV�RQ�EHWZHHQ�VWDWHV� LPSDFW�RQ�HDFK�RWKHU� WR�D
JUHDWHU� GHJUHH� WKDQ� HYHU� EHIRUH�� LW� FRQVLGHUV� WKH� LQWHUDFWLRQV� RI� SROLWLFV
IURP�D�SULPDULO\�GRPHVWLF�SHUVSHFWLYH��,Q�FRQWUDVW��LWV�FRPSDQLRQ�YROXPH�
*OREDO� 3ROLWLFV� �������� H[DPLQHV� WKH� LQWHUDFWLRQV� RI� SROLWLFV� IURP� D
SULPDULO\� LQWHUQDWLRQDO� RU� JOREDO� SHUVSHFWLYH�� DQG� VR� JLYHV� SDUWLFXODU
DWWHQWLRQ� WR� LGHDV�� LVVXHV� DQG� WKHRULHV� WKDW� KDYH� FRQYHQWLRQDOO\� EHHQ
VWXGLHG�ZLWKLQ�WKH�ILHOG�RI�LQWHUQDWLRQDO�UHODWLRQV�

)2&86�21�������
32/,7,&6�$1'�,5��7:2�',6&,3/,1(6�25�21("
$UH�SROLWLFDO�VFLHQFH�DQG�LQWHUQDWLRQDO�UHODWLRQV��,5��WZR�VHSDUDWH
GLVFLSOLQHV��RU�VKRXOG�WKH\�EH�WKRXJKW�RI�DV�VXEILHOGV��RU�GLIIHUHQW
OHYHOV� RI� DQDO\VLV�� ZLWKLQ� WKH� VDPH� EURDG� GLVFLSOLQH�� SROLWLFV� RU
SROLWLFDO� DQDO\VLV"� ,Q� PRVW� FRQWH[WV�� SROLWLFDO� VFLHQFH� DQG� ,5
HPHUJHG� LQGHSHQGHQWO\� IURP�RQH� DQRWKHU�� 3ROLWLFDO� VFLHQFH�ZDV
HVWDEOLVKHG� DV� DQ� DFDGHPLF� GLVFLSOLQH� IURP� WKH� PLG�QLQHWHHQWK
FHQWXU\� RQZDUGV� LQ� WKH� 86$� DQG� DFURVV� (XURSH�� ZKLOH� ,5
GHYHORSHG�LQ�WKH�DIWHUPDWK�RI�:RUOG

:DU� ,�� DQG� ZDV� ODUJHO\� VKDSHG� E\� WKH� GHVLUH� WR� XQFRYHU� WKH
FRQGLWLRQV� IRU� HQGXULQJ� SHDFH� �D� FRQFHUQ� DERXW� WKH� SROLF\
UHOHYDQFH�RI� LWV�ZRUN� WKDW�KDV�QHYHU�DSSOLHG� LQ� WKH�VDPH�ZD\� WR
SROLWLFDO�VFLHQFH��

��



3ROLWLFV� DQG� ,5� FRQVWLWXWH� VHSDUDWH� ILHOGV� RI� NQRZOHGJH�� LQ� WKH
VHQVH� WKDW� WKH� IRUPHU� DGGUHVVHV� �ߞGRPHVWLFߝ LVVXHV� DQG
GHYHORSPHQWV� �FRQFHUQHG� ZLWK� ZKDW� JRHV� RQ� ZLWKLQ� WKH� VWDWH��
ZKLOH�WKH�ODWWHU�DGGUHVVHVߝ�LQWHUQDWLRQDOߞ�LVVXHV�DQG�GHYHORSPHQWV
�FRQFHUQHG� ZLWK� ZKDW� RFFXUV� EHWZHHQ� VWDWHV��� 3ROLWLFV� DQG� ,5
KDYH� WKHUHIRUH� GHYHORSHG� WKHLU� RZQ� DQDO\WLFDO� WRROV� DQG
WKHRUHWLFDO�SHUVSHFWLYHV��KHOSLQJ�HDFK�WR�HQMR\� WKH�VDPH�GHJUHH
RI�GLVFLSOLQDU\�DXWKHQWLFLW\�DV��VD\��HFRQRPLFV�RU�VRFLRORJ\�

+RZHYHU�� WKH� GLVFLSOLQDU\� GLYLGH� EHWZHHQ� SROLWLFV� DQG� ,5� PD\
DOZD\V�KDYH�EHHQ�DUELWUDU\�� ,Q� WKLV� YLHZ�� SROLWLFV� DQG� ,5� FDQ�EH
VHHQ�QRW�DV�GLVFUHWH�EXW�DV�RYHUODSSLQJ�GLVFLSOLQHV��WKH\�DVN�YHU\
VLPLODU�TXHVWLRQV��DOEHLW�DERXW�GLIIHUHQW��LI�DOZD\V�UHODWHG��OHYHOV�RI
SROLWLFDO� LQWHUDFWLRQ��%RWK�SROLWLFV�DQG� ,5�DUH�SULPDULO\�FRQFHUQHG
ZLWK� TXHVWLRQV� DERXW� SRZHU� �LWV� GLVWULEXWLRQ�� H[HUFLVH�
FRQVHTXHQFHV�DQG�VR� IRUWK��� DQG�ERWK�SODFH�D� VWURQJ�HPSKDVLV
RQ� WKH� QDWXUH�� UROH� DQG� DFWLYLWLHV� RI� WKH� VWDWH�� HYHQ� LI� SROLWLFDO
VFLHQFH�YLHZV�WKH�VWDWH�DV�D�PDFUR�OHYHO�DFWRU��ZKLOH�,5�YLHZV� LW
DV�D�PLFUR�OHYHO�DFWRU�

4XHVWLRQV�DERXW�WKH�EDODQFH�EHWZHHQ�FRQIOLFW�DQG�FRRSHUDWLRQ�LQ
VRFLDO�UHODWLRQV�DUH�DOVR�FHQWUDO�WR�ERWK�GLVFLSOLQHV��7KH�LGHD�RI�D
GLVFLSOLQDU\�GLYLGH�KDV�EHFRPH�SDUWLFXODUO\�SUREOHPDWLF�GXH�WR�WKH
DGYHQW� RI� DQ� LQFUHDVLQJO\� LQWHUGHSHQGHQW� ZRUOG�� LQ� ZKLFK� WKHߝ
GRPHVWLFߞ� DQG� �WKHߝ LQWHUQDWLRQDOߞ� DIIHFW� RQH� DQRWKHU� WR� D� JUHDWHU
GHJUHH�WKDQ�HYHU�EHIRUH��*OREDOL]DWLRQ��FOLPDWH�FKDQJH��PXOWLOHYHO
JRYHUQDQFH��VHFXULW\�DQG�FULPH�DUH�RQO\�VRPH�RI�WKH�LVVXHV�WKDW
FRQIRXQG� WKH� WUDGLWLRQDO� GRPHVWLF�LQWHUQDWLRQDO� GLYLGH�� DQG
SHUKDSV� VXJJHVW� WKDW� ULJLG� GLVFLSOLQDU\� RU� VXE�GLVFLSOLQDU\� IDXOW
OLQHV�VKRXOG�EH�GLVSHQVHG�ZLWK��+D\��������

48(67,216�)25�',6&866,21
�� ,I�SROLWLFV�LV�HVVHQWLDOO\�VRFLDO��ZK\�LV�QRW�DOO�VRFLDO�DFWLYLW\

SROLWLFDO"
�� 6KRXOG�SROLWLFV�EH�WKRXJKW�RI�DV�DQ�DUHQD�RU�D�SURFHVV"
�� :KDW�DUH�WKH�LPSOLFDWLRQV�RI�YLHZLQJ�SROLWLFV�DV�D�VWULFWO\

"\�DFWLYLWߞSXEOLFߝ
�� +RZ�DQG�ZK\�KDV�WKHUH�EHHQ�GHEDWH�DERXW�WKH�SDUDPHWHUV�RI

WKH�SXEOLF�SULYDWH�GLYLGH"
�� ,V�FRPSURPLVH�DQG�FRQVHQVXV�WKH�YHU\�VWXII�RI�SROLWLFV��RU�D

UHMHFWLRQ�RI�SROLWLFV"

��



�� :K\�KDV�SRZHU�VR�RIWHQ�EHHQ�WKRXJKW�RI�DV�WKH�GHILQLQJ
IHDWXUH�RI�SROLWLFV"

�� :K\�KDV�WKH�WHUPߝ�SROLWLFVߞ�VR�RIWHQ�FDUULHG�QHJDWLYH�DQG
DVVRFLDWLRQV"

�� 2Q�ZKDW�JURXQGV�FDQ�SROLWLFV�EH�GHIHQGHG"
�� ,V�SROLWLFV�LQHYLWDEOH"�&RXOG�SROLWLFV�HYHU�EH�EURXJKW�WR�DQ

HQG"
��� :KDW�DUH�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�UDWLRQDO�FKRLFH

WKHRU\"
��� +RZ�GR�PDLQVWUHDP�DQG�FULWLFDO�DSSURDFKHV�WR�WKH�VWXG\�RI

SROLWLFV�GLIIHU"
��� :K\�DQG�KRZ�KDYH�DWWHPSWV�EHHQ�PDGH�WR�FRQVWUXFW�D

VFLHQFH�RI�SROLWLFV"
��� ,V�LW�SRVVLEOH�WR�VWXG\�SROLWLFV�REMHFWLYHO\�DQG�ZLWKRXW�ELDV"
��� ,V�WKH�GLVWLQFWLRQ�EHWZHHQ�GRPHVWLF�DQG�LQWHUQDWLRQDO�UHDOPV

RI�SROLWLFV�VWLOO�VXVWDLQDEOH"

)857+(5�5($',1*�
.HOOVWHGW��3��0��DQG�*��'��:KLWWHQ��7KH�)XQGDPHQWDOV�RI�3ROLWLFDO
6FLHQFH�5HVHDUFK���UG�HGQ����������$Q�LQWURGXFWLRQ�WR�WKH
VFLHQWLILF�VWXG\�RI�SROLWLFV�XVLQJ�UHDO�ZRUOG�H[DPSOHV�DQG�DQ
DFFHVVLEOH�VW\OH�

/HDFK��5��DQG�6��/LJKWIRRW��7KH�3ROLWLFV�DQG�,5�&RPSDQLRQ���QG
HGQ����������$�VXFFLQFW�\HW�FRPSUHKHQVLYH�WH[WERRN�RIIHULQJ�DQ
DFFHVVLEOH�JXLGH�WR�WKH�YDULRXV�DVSHFWV�RI�D�3ROLWLFV�DQG�,5
GHJUHH�

/HIWZLFK��$���HG����:KDW�LV�3ROLWLFV"�7KH�$FWLYLW\�DQG�,WV�6WXG\
��������$�YHU\�XVHIXO�FROOHFWLRQ�RI�HVVD\V�H[DPLQLQJ�GLIIHUHQW
FRQFHSWV�RI�SROLWLFV�DV�ZHOO�DV�FRQWUDVWLQJ�YLHZV�RI�WKH
GLVFLSOLQH�

/RZQGHV��9���'��0DUVK�DQG�*��6WRNHU��HGV���7KHRU\�DQG�0HWKRGV
LQ�3ROLWLFDO�6FLHQFH���WK�HGQ����������$Q�DFFHVVLEOH��\HW
FRPSUHKHQVLYH�DQG�VRSKLVWLFDWHG��H[SORUDWLRQ�RI�WKH�QDWXUH�DQG
VFRSH�RI�WKH�GLVFLSOLQH�RI�SROLWLFDO�VFLHQFH�

0RVHV��-��:��DQG�7��/��.QXWVHQ��:D\V�RI�.QRZLQJ��&RPSHWLQJ
0HWKRGRORJLHV�LQ�6RFLDO�DQG�3ROLWLFDO�5HVHDUFK���UG�HGQ�
��������$Q�LQWURGXFWLRQ�WR�WKH�YDULRXV�PHWKRGV�RI�PRGHUQ�VRFLDO
VFLHQFH�DQG�WKHLU�VWUHQJWKV�DQG�OLPLWDWLRQV�IRU�XQGHUVWDQGLQJ
WKH�ZRUOG�LQ�ZKLFK�ZH�OLYH�

6DYLJQ\��+��DQG�/��0DUVGHQ��'RLQJ�3ROLWLFDO�6FLHQFH�DQG

��



,QWHUQDWLRQDO�5HODWLRQV��7KHRULHV�LQ�$FWLRQ���������$Q
LQWURGXFWLRQ�WR�SROLWLFDO�VFLHQFH�WKDW�XVHV�FDVH�VWXGLHV�WR
H[DPLQH�D�ZLGH�UDQJH�RI�WKHRULHV�DQG�DSSURDFKHV�

9LVLW
ZZZ�PDFPLOODQLKH�FRP�FRPSDQLRQ�+H\ZRRG�
3ROLWLFV��H�WR�DFFHVV�H[WUD�UHVRXUFHV�IRU�WKLV
FKDSWHU�

��



&+$37(5��
3ROLWLFDO�,GHDV�DQG�,GHRORJLHV

7KH�SKLORVRSKHUV�KDYH�RQO\�LQWHUSUHWHG�WKH�ZRUOG�LQ�YDULRXVߝ
ZD\V��WKH�SRLQW�LV�WR�FKDQJH�LWߞ�

.$5/�0$5;��7KHVHV�RQ�)HXHUEDFK�������
35(9,(:
$OO� SHRSOH� DUH� SROLWLFDO� WKLQNHUV�� :KHWKHU� WKH\� NQRZ� LW� RU� QRW�
SHRSOH� XVH�SROLWLFDO� LGHDV� DQG� FRQFHSWV�ZKHQHYHU� WKH\� H[SUHVV
WKHLU�RSLQLRQV�RU�VSHDN� WKHLU�PLQG��(YHU\GD\� ODQJXDJH� LV� OLWWHUHG
ZLWK�WHUPV�VXFK�DV�IUHHGRP��IDLUQHVV��HTXDOLW\��MXVWLFH�DQG�ULJKWV�
,Q� WKH� VDPH� ZD\�� ZRUGV� VXFK� DV� FRQVHUYDWLYH�� OLEHUDO�� IDVFLVW�
VRFLDOLVW� RU� IHPLQLVW� DUH� UHJXODUO\� HPSOR\HG� E\� SHRSOH� HLWKHU� WR
GHVFULEH� WKHLU� RZQ� YLHZV�� RU� WKRVH� RI� RWKHUV�� +RZHYHU�� HYHQ
WKRXJK� VXFK� WHUPV� DUH� IDPLOLDU�� HYHQ� FRPPRQSODFH�� WKH\� DUH
VHOGRP�XVHG�ZLWK�DQ\�SUHFLVLRQ�RU�D�FOHDU�JUDVS�RI�WKHLU�PHDQLQJ�
:KDW��IRU�LQVWDQFH��LVߝ�HTXDOLW\ߞ"�:KDW�GRHV�LW�PHDQ�WR�VD\�WKDW�DOO
SHRSOH�DUH�HTXDO"�$UH�SHRSOH�ERUQ�HTXDO��VKRXOG�WKH\�EH�WUHDWHG
E\�VRFLHW\�DV�LI�WKH\�DUH�HTXDO"�6KRXOG�SHRSOH�KDYH�HTXDO�ULJKWV�
HTXDO� RSSRUWXQLWLHV�� HTXDO� SROLWLFDO� LQIOXHQFH�� HTXDO� ZDJHV"
6LPLODUO\�� ZRUGV� VXFK� DV� FRPPXQLVW� RU� IDVFLVW� DUH� FRPPRQO\
PLVXVHG��:KDW� GRHV� LW�PHDQ� WR� FDOO� VRPHRQH� D� KDW:�"ߞIDVFLVWߝ
YDOXHV� RU� EHOLHIV� GR� IDVFLVWV� KROG�� DQG�ZK\� GR� WKH\� KROG� WKHP"
+RZ� GR� FRPPXQLVW� YLHZV� GLIIHU� IURP� WKRVH� RI�� VD\�� OLEHUDOV�
FRQVHUYDWLYHV�RU�VRFLDOLVWV"�7KLV�FKDSWHU�H[DPLQHV�SROLWLFDO�LGHDV
IURP�WKH�SHUVSHFWLYH�RI� WKH�NH\� LGHRORJLFDO� WUDGLWLRQV�� ,W� IRFXVHV�
LQ�SDUWLFXODU��RQ�WKHߝ�FODVVLFDOߞ�LGHRORJLHV��OLEHUDOLVP��FRQVHUYDWLVP
DQG�VRFLDOLVP���EXW� LW�DOVR�FRQVLGHUV�D�UDQJH�RI�RWKHU� LGHRORJLFDO
WUDGLWLRQV��ZKLFK�KDYH�DULVHQ�HLWKHU�RXW�RI��RU�LQ�RSSRVLWLRQ�WR��WKH
FODVVLFDO�RQHV��(DFK� LGHRORJLFDO� WUDGLWLRQ�FRQVWLWXWHV�D�GLVWLQFWLYH
LQWHOOHFWXDO� IUDPHZRUN� RU� SDUDGLJP�� DQG� VR� RIIHUV� D� SDUWLFXODU

��



�ߞOHQVߝ RQ� WKH� SROLWLFDO� ZRUOG�� +RZHYHU�� EHIRUH� H[DPLQLQJ� WKH
YDULRXV� LGHRORJLFDO� WUDGLWLRQV�� LW� LV� QHFHVVDU\� WR� FRQVLGHU� WKH
QDWXUH�RI�SROLWLFDO�LGHRORJ\�LWVHOI�
.(<�,668(6

:KDW�LV�SROLWLFDO�LGHRORJ\"
,V�SROLWLFV�LQWULQVLFDOO\�OLQNHG�WR�LGHRORJ\"�&DQ�LGHRORJ\�FRPH
WR�DQ�HQG"
:KDW�DUH�WKH�NH\�LGHDV�DQG�WKHRULHV�RI�WKH�PDMRU�LGHRORJLFDO
WUDGLWLRQV"
:KDW�LQWHUQDO�WHQVLRQV�GR�HDFK�RI�WKH�PDMRU�LGHRORJLHV
HQFRPSDVV"
+RZ�KDV�LGHRORJLFDO�WKRXJKW�FKDQJHG�RYHU�WLPH"
+RZ�FDQ�WKH�ULVH�DQG�IDOO�RI�LGHRORJLHV�EH�H[SODLQHG"

:+$7�,6�32/,7,&$/�,'(2/2*<"
,GHRORJ\�LV�RQH�RI�WKH�PRVW�FRQWURYHUVLDO�FRQFHSWV�HQFRXQWHUHG�LQ�SROLWLFDO
DQDO\VLV��$OWKRXJK� WKH� WHUP� QRZ� WHQGV� WR� EH� XVHG� LQ� D� QHXWUDO� VHQVH�� WR
UHIHU�WR�D�GHYHORSHG�VRFLDO�SKLORVRSK\�RU�ZRUOG�YLHZ��LW�KDV�LQ�WKH�SDVW�KDG
KHDYLO\�QHJDWLYH�RU�SHMRUDWLYH�FRQQRWDWLRQV��'XULQJ�LWV�VRPHWLPHV�WRUWXRXV
FDUHHU�� WKH� FRQFHSW� RI� LGHRORJ\� KDV� FRPPRQO\� EHHQ� XVHG� DV� D� SROLWLFDO
ZHDSRQ�WR�FRQGHPQ�RU�FULWLFL]H�ULYDO�FUHHGV�RU�GRFWULQHV�

&21&(37�
,GHRORJ\
)URP�D�VRFLDO�VFLHQWLILF�YLHZSRLQW��DQ�LGHRORJ\�LV�D�PRUH�RU�OHVV
FRKHUHQW�VHW�RI�LGHDV�WKDW�SURYLGHV�D�EDVLV�IRU�RUJDQL]HG�SROLWLFDO
DFWLRQ��ZKHWKHU�WKLV�LV�LQWHQGHG�WR�SUHVHUYH��PRGLI\�RU�RYHUWKURZ
WKH�H[LVWLQJ�V\VWHP�RI�SRZHU�UHODWLRQVKLSV��$OO�LGHRORJLHV
WKHUHIRUH�����RIIHU�DQ�DFFRXQW�RI�WKH�H[LVWLQJ�RUGHU��XVXDOO\�LQ�WKH
IRUP�RI�Dߝ�ZRUOG�YLHZߞ������SURYLGH�D�PRGHO�RI�D�GHVLUHG�IXWXUH��D
YLVLRQ�RI�WKH�*RRG�6RFLHW\��DQG�����RXWOLQH�KRZ�SROLWLFDO�FKDQJH
FDQ�DQG�VKRXOG�EH�EURXJKW�DERXW��,GHRORJLHV�DUH�QRW��KRZHYHU�
KHUPHWLFDOO\�VHDOHG�V\VWHPV�RI�WKRXJKW��UDWKHU��WKH\�DUH�IOXLG�VHWV
RI�LGHDV�WKDW�RYHUODS�ZLWK�RQH�DQRWKHU�DW�D�QXPEHU�RI�SRLQWV�

7KH�WHUPߝ�LGHRORJ\ߞ�ZDV�FRLQHG�LQ������E\�WKH�)UHQFK�SKLORVRSKHU�'HVWXWW
GH� 7UDF\� �������ߙ����� +H� XVHG� LW� WR� UHIHU� WR� D� QHZ� �VFLHQFHߝ RI� LGHDVߞ
�OLWHUDOO\�� DQ� LGHD�RORJ\�� WKDW� VHW� RXW� WR� XQFRYHU� WKH� RULJLQV� RI� FRQVFLRXV
WKRXJKW� DQG� LGHDV��'H�7UDF\ߞV� KRSH�ZDV� WKDW� LGHRORJ\�ZRXOG� HYHQWXDOO\
HQMR\�WKH�VDPH�VWDWXV�DV�HVWDEOLVKHG�VFLHQFHV�VXFK�DV�]RRORJ\�DQG�ELRORJ\�
+RZHYHU�� D� PRUH� HQGXULQJ� PHDQLQJ� ZDV� DVVLJQHG� WR� WKH� WHUP� LQ� WKH

��



QLQHWHHQWK� FHQWXU\� LQ� WKH� ZULWLQJV� RI� .DUO�0DU[� �VHH� S�� ����� )RU� 0DU[�
LGHRORJ\� DPRXQWHG� WR� WKH� LGHDV�RI� WKH� �UXOLQJߝ FODVVߞ�� LGHDV� WKDW� WKHUHIRUH
XSKROG� WKH� FODVV� V\VWHP� DQG� SHUSHWXDWH� H[SORLWDWLRQ�� ,Q� WKHLU� HDUO\�ZRUN
7KH�*HUPDQ�,GHRORJ\��0DU[�DQG�(QJHOV�ZURWH�WKH�IROORZLQJ�
7KH�LGHDV�RI�WKH�UXOLQJ�FODVV�DUH�LQ�HYHU\�HSRFK�WKH�UXOLQJ�LGHDV��L�H�
WKH�FODVV�ZKLFK�LV�WKH�UXOLQJ�PDWHULDO�IRUFH�LQ�VRFLHW\��LV�DW�WKH�VDPH
WLPH� WKH� UXOLQJ� LQWHOOHFWXDO� IRUFH��7KH�FODVV�ZKLFK�KDV� WKH�PHDQV�RI
PHQWDO� SURGXFWLRQ� DW� LWV� GLVSRVDO�� KDV� FRQWURO� DW� WKH� VDPH� WLPH�RYHU
WKH�PHDQV�RI�PHQWDO�SURGXFWLRQ���0DU[�DQG�(QJHOV��>����@����������

7KH�GHILQLQJ�IHDWXUH�RI�LGHRORJ\�LQ�WKH�0DU[LVW�VHQVH�LV�WKDW�LW� LV�IDOVH�� LW
P\VWLILHV� DQG� FRQIXVHV� VXERUGLQDWH� FODVVHV� E\� FRQFHDOLQJ� IURP� WKHP� WKH
FRQWUDGLFWLRQV�RQ�ZKLFK�DOO�FODVV�VRFLHWLHV�DUH�EDVHG��$V�IDU�DV�FDSLWDOLVP�LV
FRQFHUQHG�� WKH� LGHRORJ\� RI� WKH� SURSHUW\�RZQLQJ� ERXUJHRLVLH� �ERXUJHRLV
LGHRORJ\�� IRVWHUV�GHOXVLRQ�RU� ��DPRQJVWߞIDOVH�FRQVFLRXVQHVVߝ WKH�H[SORLWHG
SUROHWDULDW�� SUHYHQWLQJ� WKHP� IURP� UHFRJQL]LQJ� WKH� IDFW� RI� WKHLU� RZQ
H[SORLWDWLRQ��1HYHUWKHOHVV��0DU[�GLG�QRW�EHOLHYH�WKDW�DOO�SROLWLFDO�YLHZV�KDG
DQ� LGHRORJLFDO� FKDUDFWHU��+H�KHOG� WKDW�KLV�RZQ�ZRUN��ZKLFK�DWWHPSWHG� WR
XQFRYHU�WKH�SURFHVV�RI�FODVV�H[SORLWDWLRQ�DQG�RSSUHVVLRQ��ZDV�VFLHQWLILF��,Q
KLV�YLHZ��D�FOHDU�GLVWLQFWLRQ�FRXOG�EH�GUDZQ�EHWZHHQ�VFLHQFH�DQG�LGHRORJ\�
EHWZHHQ� WUXWK� DQG� IDOVHKRRG�� 7KLV� GLVWLQFWLRQ� WHQGHG�� KRZHYHU�� WR� EH
EOXUUHG� LQ� WKH�ZULWLQJV� RI� ODWHU�0DU[LVWV� VXFK� DV� /HQLQ� �VHH� S�� ����� DQG
*UDPVFL��VHH�S��������7KHVH�UHIHUUHG�QRW�RQO\�WRߝ�ERXUJHRLV�LGHRORJ\ߞ��EXW
DOVR� WR� �VRFLDOLVWߝ LGHRORJ\ߞ� RU� �SUROHWDULDQߝ LGHRORJ\ߞ�� WHUPV� WKDW� 0DU[
ZRXOG�KDYH�FRQVLGHUHG�DEVXUG�
$OWHUQDWLYH� XVHV� RI� WKH� WHUP� KDYH� DOVR� EHHQ� GHYHORSHG� E\� OLEHUDOV� DQG
FRQVHUYDWLYHV��7KH�HPHUJHQFH�RI� WRWDOLWDULDQ�GLFWDWRUVKLSV� LQ� WKH� LQWHUZDU
SHULRG� HQFRXUDJHG�ZULWHUV� VXFK� DV�.DUO� 3RSSHU� ����ߙ������ -�� /�� 7DOPRQ
DQG�+DQQDK�$UHQGW��VHH�S�����WR�YLHZ�LGHRORJ\�DV�DQ�LQVWUXPHQW�RI�VRFLDO
FRQWURO� WR� HQVXUH� FRPSOLDQFH� DQG� VXERUGLQDWLRQ�� 5HO\LQJ� KHDYLO\� RQ� WKH
H[DPSOHV� RI� IDVFLVP� DQG� FRPPXQLVP�� WKLV� &ROG�:DU� OLEHUDO� XVH� RI� WKH
WHUP�WUHDWHG�LGHRORJ\�DV�Dߝ�FORVHGߞ�V\VWHP�RI�WKRXJKW��ZKLFK��E\�FODLPLQJ�D
PRQRSRO\�RI�WUXWK��UHIXVHV�WR�WROHUDWH�RSSRVLQJ�LGHDV�DQG�ULYDO�EHOLHIV��,Q
FRQWUDVW�� OLEHUDOLVP�� EDVHG� DV� LW� LV� RQ� D� IXQGDPHQWDO� FRPPLWPHQW� WR
LQGLYLGXDO� IUHHGRP�� DQG� GRFWULQHV� VXFK� DV� FRQVHUYDWLVP� DQG� GHPRFUDWLF
VRFLDOLVP� WKDW� EURDGO\� VXEVFULEH� WR� OLEHUDO� SULQFLSOHV� DUH� FOHDUO\� QRW
LGHRORJLHV��7KHVH� GRFWULQHV� DUH� �ߞRSHQߝ LQ� WKH� VHQVH� WKDW� WKH\� SHUPLW�� DQG
HYHQ�LQVLVW�RQ��IUHH�GHEDWH��RSSRVLWLRQ�DQG�FULWLFLVP�
'(%$7,1*������
&$1�32/,7,&6�(;,67�:,7+287�,'(2/2*<"
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7KH� WHUP� �ߞ\LGHRORJߝ KDV� WUDGLWLRQDOO\� FDUULHG� SHMRUDWLYH
LPSOLFDWLRQV��RIWHQ�H[SUHVVHG�WKURXJK�SUHGLFWLRQV�RI� LWV� LPPLQHQW
�DQG� XVXDOO\� ZHOFRPH�� GHPLVH�� 1HYHUWKHOHVV�� GHVSLWH� LWV� YDULHG
RELWXDULHV��SROLWLFDO� LGHRORJ\�KDV�VWXEERUQO\� UHIXVHG� WR�GLH��ZKLOH
SDUWLFXODU� LGHRORJLHV�PD\�ULVH�RU� IDOO�� LGHRORJLFDO� IRUPV�RI�SROLWLFV
VHHP� WR� EH� DQ� HQGXULQJ� IHDWXUH� RI� ZRUOG� KLVWRU\�� ,V� SROLWLFV
LQWULQVLFDOO\� OLQNHG� WR� LGHRORJ\"�2U�PD\�SROLWLFV� ILQDOO\�EH�DEOH� WR
HPHUJH�IURP�WKH�VKDGRZ�FDVW�E\�LGHRORJLFDO�EHOLHI"

<(6 12

2YHUFRPLQJ� IDOVHKRRG� DQG
GHOXVLRQ�� 0RVW� FULWLTXHV� RI
LGHRORJ\� DVVRFLDWH� LW� ZLWK
IDOVHKRRG� DQG� PDQLSXODWLRQ�
LPSO\LQJ�WKDW�UHDVRQ�DQG�FULWLFDO
XQGHUVWDQGLQJ� FDQ�� DQG� ZLOO�
HPDQFLSDWH� XV� IURP� LGHRORJLFDO
SROLWLFV�� ,Q� WKLV� YLHZ�� LGHRORJLHV
DUH�� LQ� HIIHFW�� SROLWLFDO� UHOLJLRQV�
VHWV� RI� YDOXHV�� WKHRULHV� DQG
GRFWULQHV�WKDW�GHPDQG�IDLWK�DQG
FRPPLWPHQW� IURP� �ߞEHOLHYHUVߝ
ZKR� DUH� WKHQ� XQDEOH� WR� WKLQN
RXWVLGH� RU� EH\RQG� WKHLU� FKRVHQ
ZRUOG�YLHZ�� ,I� LGHRORJLHV� DUH
LQWHOOHFWXDO� SULVRQV�� WKH� VROXWLRQ
LV� WR� VHH� WKH� ZRUOG� �DVߝ LW� LVߞ�
VRPHWKLQJ�WKDW�FDQ�EH�DFKLHYHG
WKURXJK�WKH�DSSOLFDWLRQ�RI�YDOXH�
IUHH� VFLHQWLILF� PHWKRG�� 7KH
SXUSRVH� RI� SROLWLFDO� VFLHQFH� LV
WKXV� WR� GLVHQJDJH� SROLWLFV� IURP
LGHRORJ\�

5LVH� RI� WHFKQRFUDWLF� SROLWLFV�
3ROLWLFDO� LGHRORJ\� DURVH� LQ� WKH
IRUP� RI� FRQWUDVWLQJ� DWWHPSWV� WR
VKDSH� HPHUJHQW� LQGXVWULDO
VRFLHW\��7KH�OHIW�ULJKW�GLYLGH��VHH
S�� ����� DQG� WKH� VWUXJJOH

,GHRORJ\� DV� DQ� LQWHOOHFWXDO
IUDPHZRUN�� 3ROLWLFDO� LGHRORJ\
ZLOO� DOZD\V� VXUYLYH� EHFDXVH� LW
SURYLGHV�SROLWLFLDQV��SDUWLHV�DQG
RWKHU� SROLWLFDO� DFWRUV� ZLWK� DQ
LQWHOOHFWXDO� IUDPHZRUN� ZKLFK
KHOSV� WKHP� WR� PDNH� VHQVH� RI
WKH� ZRUOG� LQ� ZKLFK� WKH\� OLYH�
,GHRORJLHV� DUH� QRW� V\VWHPDWLF
GHOXVLRQV� EXW�� UDWKHU�� ULYDO
YLVLRQV� RI� WKH� SROLWLFDO� ZRUOG�
HDFK� LOOXPLQDWLQJ� SDUWLFXODU
DVSHFWV� RI� D� FRPSOH[� DQG
PXOWLIDFHWHG� UHDOLW\�� ,GHRORJLHV
DUH� WKHUHIRUH� QHLWKHU�� LQ� D
VLPSOLVWLF� VHQVH�� WUXH� QRU� IDOVH�
3HUKDSV� WKH� PRVW� GDQJHURXV
GHOXVLRQ�LV�WKH�QRWLRQ�RI�D�FOHDU
GLVWLQFWLRQ�EHWZHHQ�VFLHQFH�DQG
LGHRORJ\�� 6FLHQFH� LWVHOI� LV
FRQVWUXFWHG� RQ� WKH� EDVLV� RI
SDUDGLJPV� WKDW� DUH� GHVWLQHG� WR
EH� GLVSODFHG� RYHU� WLPH� �.XKQ�
������

,GHRORJLFDO� UHQHZDO�� 7KH
VHFUHW�RI�LGHRORJ\ߞV�VXUYLYDO�DQG
FRQWLQXHG� UHOHYDQFH� LV� LWV
IOH[LELOLW\�� WKH� IDFW� WKDW

��



EHWZHHQ� VRFLDOLVP� DQG
FDSLWDOLVP� KDV� DOZD\V� EHHQ� DW
WKH� KHDUW� RI� LGHRORJLFDO� GHEDWH�
+RZHYHU�� WKH� FROODSVH� RI
FRPPXQLVP� DQG� WKH� QHDU
ZRUOGZLGH�DFFHSWDQFH�RI�PDUNHW
FDSLWDOLVP�PHDQ�WKDW� WKLV�ULYDOU\
KDV� EHFRPH� LUUHOHYDQW� WR
PRGHUQ� SROLWLFV�� 3ROLWLFV� KDV
WKHUHIRUH� FRPH� WR� UHYROYH� QRW
DURXQG� LGHRORJLFDO� TXHVWLRQV� WR
GR� ZLWK� RZQHUVKLS� DQG� WKH
GLVWULEXWLRQ� RI� ZHDOWK�� EXW
DURXQGߝ�VPDOOHUߞ�TXHVWLRQV�WR�GR
ZLWK� WKH� HIIHFWLYH� PDQDJHPHQW
RI� WKH� FDSLWDOLVW� V\VWHP�
,GHRORJLFDO� SROLWLFV� KDV� JLYHQ
ZD\�WR�WHFKQRFUDWLF�SROLWLFV�

5LVH� RI� FRQVXPHULVW� SROLWLFV�
,GHRORJ\� KDV� OLWWOH� SODFH� LQ
PRGHUQ� GHPRFUDWLF� V\VWHPV
GXH� WR� WKH� ORJLF� RI� HOHFWRUDO
FRPSHWLWLRQ�� (OHFWLRQV� IRUFH
SROLWLFDO� SDUWLHV� WR� EHKDYH� OLNH
EXVLQHVVHV� LQ� WKH� PDUNHWSODFH�
IRUPXODWLQJ� �ߞSURGXFWVߝ �SROLFLHV�
LQ� WKH� KRSH� RI� DWWUDFWLQJ� WKH
ODUJHVW� QXPEHU� RI� ߞFRQVXPHUVߝ
�YRWHUV��� 3DUWLHV� WKXV
LQFUHDVLQJO\� UHVSRQG� WR
FRQVXPHU�YRWHU� GHPDQGV�
UDWKHU� WKDQ� WU\LQJ� WR� UHVKDSH
WKHVH�GHPDQGV� LQ� WKH� OLJKW�RI�D
SUH�H[LVWLQJ� LGHRORJLFDO� YLVLRQ�
:KHWKHU� SDUWLHV� KDYH
KLVWRULFDOO\�EHHQ� OHIW�ZLQJ�� ULJKW�
ZLQJ� RU� FHQWULVW� LQ� RULHQWDWLRQ�
WKH\� UHFRJQL]H� WKH� HOHFWRUDO
YDOXH� RI� �WUDYHOOLQJߝ OLJKWߞ� LQ

IOH[LELOLW\�� WKH� IDFW� WKDW
LGHRORJLFDO�WUDGLWLRQV�JR�WKURXJK
D�VHHPLQJO\�HQGOHVV�SURFHVV�RI
UHGHILQLWLRQ�DQG�UHQHZDO��$V�ROG
LGHRORJLHV� IDGH�� QHZ� RQHV
HPHUJH��KHOSLQJ�WR�SUHVHUYH�WKH
UHOHYDQFH� RI� SROLWLFDO� LGHRORJ\�
7KH� ZRUOG� RI� LGHRORJLHV� GRHV
QRW� VWDQG� VWLOO�� EXW� FKDQJHV� LQ
UHVSRQVH� WR� FKDQJLQJ� VRFLDO
DQG� KLVWRULFDO� FLUFXPVWDQFHV�
7KH� GHFOLQLQJ� UHOHYDQFH� RI� WKH
OHIW�ULJKW� GLYLGH� KDV� QRW� OHG� WR
WKHߝ�HQG�RI�LGHRORJ\ߞ�RU�WKHߝ�HQG
RI�KLVWRU\ߞ��LW�KDV�PHUHO\�RSHQHG
XS� QHZ� LGHRORJLFDO� VSDFHV� WKDW
KDYH� EHHQ� ILOOHG� E\� WKH� OLNHV� RI
IHPLQLVP�� JUHHQ� LGHRORJ\�
PXOWLFXOWXUDOLVP� DQG
FRVPRSROLWDQLVP�

7KH� �YLVLRQߝ WKLQJߞ�� $V� WKH
SULQFLSDO�VRXUFH�RI�PHDQLQJ�DQG
LGHDOLVP� LQ� SROLWLFV�� LGHRORJ\
WRXFKHV� WKRVH� DVSHFWV� RI
SROLWLFV� WKDW� QR� RWKHU� SROLWLFDO
IRUP� FDQ� UHDFK�� ,GHRORJ\� JLYHV
SHRSOH� D� UHDVRQ� WR� EHOLHYH� LQ
VRPHWKLQJ� ODUJHU� WKDQ
WKHPVHOYHV�� EHFDXVH� SHRSOHߞV
SHUVRQDO� QDUUDWLYHV� RQO\� PDNH
VHQVH� ZKHQ� WKH\� DUH� VLWXDWHG
ZLWKLQ� D� EURDGHU� KLVWRULFDO
QDUUDWLYH��$�SRVW�LGHRORJLFDO�DJH
ZRXOG� WKHUHIRUH� EH� DQ� DJH
ZLWKRXW� KRSH�� ZLWKRXW� YLVLRQ�� ,I
SROLWLFLDQV� FDQQRW� FORDN� WKHLU
SXUVXLW� RI� SRZHU� LQ� LGHRORJLFDO
SXUSRVH�� WKH\� ULVN� EHLQJ� VHHQ
VLPSO\� DV� SRZHU�VHHNLQJ

��



LGHRORJLFDO� WHUPV�� (OHFWRUDO
SROLWLFV� WKHUHIRUH� FRQWULEXWHV� WR
D� SURFHVV� RI� SDUW\� GH�
LGHRORJL]DWLRQ�

SURJUDPPHV�ZLOO�DSSHDU� WR� ODFN
FRKHUHQFH�DQG�GLUHFWLRQ�

$�GLVWLQFWLYHO\�FRQVHUYDWLYH�XVH�RI�WKH�WHUPߝ�LGHRORJ\ߞ�KDV�EHHQ�GHYHORSHG
E\� WKLQNHUV�VXFK�DV�0LFKDHO�2DNHVKRWW� �VHH�S��������7KLV�YLHZ� UHIOHFWV� D
FKDUDFWHULVWLFDOO\� FRQVHUYDWLYH� VFHSWLFLVP� DERXW� WKH� YDOXH� RI� UDWLRQDOLVP�
ERUQ�RXW�RI�WKH�EHOLHI�WKDW�WKH�ZRUOG�LV�ODUJHO\�EH\RQG�WKH�FDSDFLW\�RI�WKH
KXPDQ�PLQG�WR�IDWKRP��$V�2DNHVKRWW�SXW�LW��LQ�SROLWLFDO�DFWLYLW\ߝ�PHQ�VDLO�D
ERXQGOHVV�DQG�ERWWRPOHVV�VHDߞ��)URP�WKLV�SHUVSHFWLYH��LGHRORJLHV�DUH�VHHQ
DV� DEVWUDFW� �V\VWHPVߝ RI� WKRXJKWߞ�� WKDW� LV�� DV� VHWV� RI� LGHDV� WKDW� GLVWRUW
SROLWLFDO� UHDOLW\� EHFDXVH� WKH\� FODLP� WR� H[SODLQ� ZKDW� LV�� IUDQNO\�
LQFRPSUHKHQVLEOH��7KLV� LV�ZK\�FRQVHUYDWLYHV�KDYH� WUDGLWLRQDOO\�GLVPLVVHG
WKH�QRWLRQ�WKDW�WKH\�VXEVFULEH�WR�DQ�LGHRORJ\��SUHIHUULQJ�LQVWHDG�WR�GHVFULEH
FRQVHUYDWLVP�DV� D�GLVSRVLWLRQ�� RU� DQ� ��ߞDWWLWXGH�RI�PLQGߝ DQG�SODFLQJ� WKHLU
IDLWK�LQ�SUDJPDWLVP��WUDGLWLRQ��VHH�S������DQG�KLVWRU\�
5DWLRQDOLVP��7KH�EHOLHI�WKDW�WKH�ZRUOG�FDQ�EH�XQGHUVWRRG�DQG
H[SODLQHG�WKURXJK�WKH�H[HUFLVH�RI�KXPDQ�UHDVRQ��EDVHG�RQ
DVVXPSWLRQV�DERXW�LWV�UDWLRQDO�VWUXFWXUH�
3UDJPDWLVP��$�WKHRU\�RU�SUDFWLFH�WKDW�SODFHV�SULPDU\�HPSKDVLV�RQ
SUDFWLFDO�FLUFXPVWDQFHV�DQG�JRDOV��SUDJPDWLVP�LPSOLHV�D�GLVWUXVW�RI
DEVWUDFW�LGHDV�
7KH� GUDZEDFN� RI� HDFK� RI� WKHVH� XVDJHV�� KRZHYHU�� LV� WKDW�� DV� WKH\� DUH
QHJDWLYH� RU� SHMRUDWLYH�� WKH\� UHVWULFW� WKH� DSSOLFDWLRQ� RI� WKH� WHUP�� &HUWDLQ
SROLWLFDO� GRFWULQHV�� LQ� RWKHU� ZRUGV�� DUH� H[FOXGHG� IURP� WKH� FDWHJRU\� RI
��0DU[��IRU�LQVWDQFH��LQVLVWHG�WKDW�KLV�LGHDV�ZHUH�VFLHQWLILF��QRWߞLGHRORJLHVߝ
LGHRORJLFDO�� OLEHUDOV� KDYH� GHQLHG� WKDW� OLEHUDOLVP� VKRXOG� EH� YLHZHG� DV� DQ
LGHRORJ\�� DQG� FRQVHUYDWLYHV� KDYH� WUDGLWLRQDOO\� FODLPHG� WR� HPEUDFH� D
SUDJPDWLF�UDWKHU�WKDQ�LGHRORJLFDO�VW\OH�RI�SROLWLFV��0RUHRYHU��HDFK�RI�WKHVH
GHILQLWLRQV�LV�ORDGHG�ZLWK�WKH�YDOXHV�DQG�RULHQWDWLRQ�RI�D�SDUWLFXODU�SROLWLFDO
GRFWULQH�� $Q� LQFOXVLYH� GHILQLWLRQ� RI� �ߞ\LGHRORJߝ �RQH� WKDW� DSSOLHV� WR� DOO
SROLWLFDO�WUDGLWLRQV��PXVW�WKHUHIRUH�EH�QHXWUDO��LW�PXVW�UHMHFW�WKH�QRWLRQ�WKDW
LGHRORJLHV� DUH� �ߞJRRGߝ RU� ��ߞEDGߝ WUXH� RU� IDOVH�� RU� OLEHUDWLQJ� RU� RSSUHVVLYH�
7KLV� LV� WKH� YLUWXH� RI� WKH� PRGHUQ�� VRFLDO�VFLHQWLILF� PHDQLQJ� RI� WKH� WHUP�
ZKLFK�WUHDWV�LGHRORJ\�DV�DQ�DFWLRQ�RULHQWDWHG�EHOLHI�V\VWHP��DQ�LQWHUUHODWHG
VHW�RI�LGHDV�WKDW�LQ�VRPH�ZD\�JXLGHV�RU�LQVSLUHV�SROLWLFDO�DFWLRQ�
+RZHYHU�� PXFK� RI� WKH� GHEDWH� DERXW� LGHRORJ\� VLQFH� WKH� PLG�WZHQWLHWK
FHQWXU\�KDV� IRFXVHG�RQ�SUHGLFWLRQV�RI� LWV�GHPLVH��RU�DW� OHDVW�RI� LWV� IDGLQJ
UHOHYDQFH��7KLV�FDPH�WR�EH�NQRZQ�DV�WKHߝ�HQG�RI�LGHRORJ\ߞ�GHEDWH��,W�ZDV
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LQLWLDWHG�LQ�WKH�����V��VWLPXODWHG�E\�WKH�FROODSVH�RI�IDVFLVP�DW� WKH�HQG�RI
:RUOG�:DU� ,,� DQG� WKH� GHFOLQH� RI� FRPPXQLVP� LQ� WKH� GHYHORSHG�:HVW�� ,Q
7KH�(QG�RI�,GHRORJ\� �������� WKH�86�VRFLRORJLVW�'DQLHO�%HOO� ����������ߙ
GHFODUHG�WKDW�WKH�VWRFN�RI�SROLWLFDO�LGHDV�KDG�EHHQ�H[KDXVWHG��,Q�KLV�YLHZ�
HWKLFDO� DQG� LGHRORJLFDO� TXHVWLRQV� KDG� EHFRPH� LUUHOHYDQW� EHFDXVH� LQ�PRVW
:HVWHUQ�VRFLHWLHV�SDUWLHV�FRPSHWHG�IRU�SRZHU�VLPSO\�E\�SURPLVLQJ�KLJKHU
OHYHOV�RI�HFRQRPLF�JURZWK�DQG�PDWHULDO�DIIOXHQFH��7KLV�GHEDWH�ZDV�UHYLYHG
LQ� WKH� DIWHUPDWK� RI� WKH� FROODSVH� RI� FRPPXQLVP� E\� �HQGߝ RI� KLVWRU\ߞ
WKHRULVWV�� VXFK� DV� )XNX\DPD� �VHH� S�� ������ ZKR� VXJJHVWHG� WKDW� D� VLQJOH
LGHRORJ\��OLEHUDO�GHPRFUDF\��VHH�S�������KDG�WULXPSKHG�RYHU�DOO� LWV�ULYDOV�
DQG�WKDW�WKLV�WULXPSK�ZDV�ILQDO��$W�WKH�KHDUW�RI�VXFK�GHEDWHV�OLH�TXHVWLRQV
DERXW� WKH� UHODWLRQVKLS� EHWZHHQ� SROLWLFV� DQG� LGHRORJ\�� DQG� VSHFLILFDOO\
DERXW�ZKHWKHU�SROLWLFV�FDQ�H[LVW�ZLWKRXW�LGHRORJ\��VHH�S������
&/$66,&$/�,'(2/2*,&$/�75$',7,216
3ROLWLFDO� LGHRORJ\�DURVH�RXW�RI� WKH� WUDQVLWLRQ� IURP�IHXGDOLVP� WR� LQGXVWULDO
FDSLWDOLVP�� ,Q� VLPSOH� WHUPV�� WKH� HDUOLHVW�� RU� ��ߞFODVVLFDOߝ LGHRORJLHV� ߙ
OLEHUDOLVP��FRQVHUYDWLVP�DQG�VRFLDOLVPߙ��GHYHORSHG�DV�FRQWUDVWLQJ�DWWHPSWV
WR�VKDSH�HPHUJLQJ�LQGXVWULDO�VRFLHW\��7KLV�PHDQW�WKDW�WKH�FHQWUDO�WKHPH�LQ
LGHRORJLFDO� GHEDWH� DQG� DUJXPHQW� GXULQJ� WKLV� SHULRG� DQG� EH\RQG�ZDV� WKH
EDWWOH� EHWZHHQ� WZR� ULYDO� HFRQRPLF� SKLORVRSKLHV�� FDSLWDOLVP� �VHH� S�� ����
DQG� VRFLDOLVP��3ROLWLFDO� LGHRORJ\� WKXV� KDG� D� VWURQJ� HFRQRPLF� IRFXV�� 7KH
EDWWOH�OLQHV�EHWZHHQ�FDSLWDOLVP�DQG�VRFLDOLVP�ZHUH�VLJQLILFDQWO\�VKDUSHQHG
E\� WKH������5XVVLDQ�5HYROXWLRQ��ZKLFK�FUHDWHG� WKH�ZRUOGߞV� ILUVW�VRFLDOLVW
VWDWH�� ,QGHHG�� WKURXJKRXW� ZKDW� LV� VRPHWLPHV� FDOOHG� WKH� �ߞVKRUWߝ WZHQWLHWK
FHQWXU\� �IURP� WKH� RXWEUHDN� RI� :RUOG�:DU� ,� WR� WKH� IDOO� RI� FRPPXQLVP�
�����ߙ���� DQG� SDUWLFXODUO\� GXULQJ� WKH� &ROG� :DU� SHULRG� ����ߙ�����
LQWHUQDWLRQDO� SROLWLFV� ZDV� VWUXFWXUHG� DORQJ� LGHRORJLFDO� OLQHV�� DV� WKH
FDSLWDOLVW� :HVW� FRQIURQWHG� WKH� FRPPXQLVW� (DVW�� $OWKRXJK� LGHRORJLFDO
GHEDWH� KDV� EHFDPH� ULFKHU� DQG� FHUWDLQO\� SURJUHVVLYHO\�PRUH� GLYHUVH� VLQFH
WKH� ����V�� QRW� OHDVW� DV� D� UHVXOW� RI� WKH� ULVH� RI� VR�FDOOHG� �ߞQHZߝ LGHRORJLHV
VXFK� DV� IHPLQLVP� DQG� JUHHQ� LGHRORJ\�� WKH� FODVVLFDO� LGHRORJLHV� KDYH
UHWDLQHG� WKHLU� FHQWUDO� LPSRUWDQFH�� ,Q� ODUJH� SDUW�� WKLV� KDV� EHHQ� EHFDXVH� RI
WKHLU� FDSDFLW\� WR� UHLQYHQW� WKHPVHOYHV�� ,Q� WKH� SURFHVV� RI� GRLQJ� VR�� WKH
GLYLGLQJ�OLQHV�EHWZHHQ�WKHP�KDYH�RIWHQ�EHHQ�EOXUUHG�

.(<�7+,1.(5�
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6RXUFH��:HOOFRPH�&ROOHFWLRQ
(QJOLVK� SKLORVRSKHU� DQG� SROLWLFLDQ�� /RFNH� VWXGLHG� PHGLFLQH� DW
2[IRUG�8QLYHUVLW\� EHIRUH� EHFRPLQJ� VHFUHWDU\� WR�$QWKRQ\�$VKOH\
&RRSHU��)LUVW�(DUO�RI�6KDIWVEXU\��LQ�������+LV�SROLWLFDO�YLHZV�ZHUH
GHYHORSHG� DJDLQVW� WKH� EDFNGURS� RI� WKH� (QJOLVK� 5HYROXWLRQ�� DQG
DUH� RIWHQ� VHHQ� DV� SURYLGLQJ� D� MXVWLILFDWLRQ� IRU� WKH� ORULRXV*ߝ
5HYROXWLRQߞ�RI�������ZKLFK�HQGHG�DEVROXWLVW�UXOH�DQG�HVWDEOLVKHG
D�FRQVWLWXWLRQDO�PRQDUFK\� LQ�%ULWDLQ��/RFNH�ZDV�D�NH\� WKLQNHU�RI
HDUO\� OLEHUDOLVP��SODFLQJ�SDUWLFXODU�HPSKDVLV�RQ� ��RU�*RGߞQDWXUDOߝ
JLYHQ�ULJKWV��LGHQWLILHG�DV�WKH�ULJKWV�WR�OLIH��OLEHUW\�DQG�SURSHUW\��$Q
H[SRQHQW� RI� UHSUHVHQWDWLYH� JRYHUQPHQW� DQG� WROHUDWLRQ�� /RFNHߞV
YLHZV�KDG�D�FRQVLGHUDEOH�LPSDFW�RQ�WKH�$PHULFDQ�5HYROXWLRQ��+LV
PRVW�LPSRUWDQW�SROLWLFDO�ZRUNV�DUH�$�/HWWHU�&RQFHUQLQJ�7ROHUDWLRQ
�������DQG�7ZR�7UHDWLVHV�RI�*RYHUQPHQW��>����@�������

/LEHUDOLVP
$Q\� DFFRXQW� RI� SROLWLFDO� LGHRORJLHV� PXVW� VWDUW� ZLWK� OLEHUDOLVP�� 7KLV� LV
EHFDXVH�OLEHUDOLVP�LV��LQ�HIIHFW��WKH�LGHRORJ\�RI�WKH�LQGXVWULDOL]HG�:HVW��DQG
LV�VRPHWLPHV�SRUWUD\HG�DV�D�PHWD�LGHRORJ\� WKDW� LV�FDSDEOH�RI�HPEUDFLQJ�D
EURDG�UDQJH�RI�ULYDO�YDOXHV�DQG�EHOLHIV��$OWKRXJK�OLEHUDOLVP�GLG�QRW�HPHUJH
DV� D� GHYHORSHG� SROLWLFDO� FUHHG� XQWLO� WKH� HDUO\� QLQHWHHQWK� FHQWXU\�
GLVWLQFWLYHO\� OLEHUDO� WKHRULHV�DQG�SULQFLSOHV�KDG�JUDGXDOO\�EHHQ�GHYHORSHG
GXULQJ� WKH� SUHYLRXV� ���� \HDUV�� (DUO\� OLEHUDOLVP� FHUWDLQO\� UHIOHFWHG� WKH
DVSLUDWLRQV� RI� D� ULVLQJ� LQGXVWULDO� PLGGOH� FODVV�� DQG� OLEHUDOLVP� DQG
FDSLWDOLVP� KDYH� EHHQ� FORVHO\� OLQNHG� �VRPH� KDYH� DUJXHG� LQWULQVLFDOO\
OLQNHG��HYHU�VLQFH��,Q�LWV�HDUOLHVW�IRUP��OLEHUDOLVP�ZDV�D�SROLWLFDO�GRFWULQH�
$V� UHIOHFWHG� LQ� WKH� LGHDV� RI� WKLQNHUV� VXFK� DV� -RKQ� /RFNH�� LW� DWWDFNHG
DEVROXWLVP� �VHH� S�� ����� DQG� IHXGDO� SULYLOHJH�� LQVWHDG� DGYRFDWLQJ
FRQVWLWXWLRQDO� DQG�� ODWHU�� UHSUHVHQWDWLYH� JRYHUQPHQW�� %\� WKH� HDUO\
QLQHWHHQWK� FHQWXU\�� D� GLVWLQFWLYHO\� OLEHUDO� HFRQRPLF� FUHHG� KDG� GHYHORSHG
WKDW� H[WROOHG� WKH� YLUWXHV� RI� ODLVVH]�IDLUH� �VHH� S�� ����� DQG� FRQGHPQHG� DOO
IRUPV� RI� JRYHUQPHQW� LQWHUYHQWLRQ�� 7KLV� EHFDPH� WKH� FHQWUHSLHFH� RI
FODVVLFDO�� RU� QLQHWHHQWK�FHQWXU\�� OLEHUDOLVP�� )URP� WKH� ODWH� QLQHWHHQWK
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FHQWXU\�RQZDUGV��KRZHYHU��D�IRUP�RI�VRFLDO�OLEHUDOLVP�HPHUJHG�WKDW�ORRNHG
PRUH� IDYRXUDEO\� RQ�ZHOIDUH� UHIRUP� DQG� HFRQRPLF� LQWHUYHQWLRQ�� 6XFK� DQ
HPSKDVLV�EHFDPH�WKH�FKDUDFWHULVWLF�WKHPH�RI�PRGHUQ��RU�WZHQWLHWK�FHQWXU\�
OLEHUDOLVP�
0HWD�LGHRORJ\��$�KLJKHU�RU�VHFRQG�RUGHU�LGHRORJ\�WKDW�OD\V�GRZQ
WKH�JURXQGV�RQ�ZKLFK�LGHRORJLFDO�GHEDWH�FDQ�WDNH�SODFH�

.(<�,'($6�
/,%(5$/,60
,QGLYLGXDOLVP������VHH�S��QGLYLGXDOLVP,ߊ��LV�WKH�FRUH�SULQFLSOH�RI
OLEHUDO� LGHRORJ\�� ,W� UHIOHFWV�D�EHOLHI� LQ� WKH�VXSUHPH� LPSRUWDQFH�RI
WKH�KXPDQ�LQGLYLGXDO�DV�RSSRVHG�WR�DQ\�VRFLDO�JURXS�RU�FROOHFWLYH
ERG\��+XPDQ�EHLQJV�DUH�VHHQ��ILUVW�DQG�IRUHPRVW��DV�LQGLYLGXDOV�
7KLV�LPSOLHV�ERWK�WKDW�WKH\�DUH�RI�HTXDO�PRUDO�ZRUWK�DQG�WKDW�WKH\
SRVVHVV� VHSDUDWH� DQG� XQLTXH� LGHQWLWLHV�� 7KH� OLEHUDO� JRDO� LV
WKHUHIRUH� WR� FRQVWUXFW� D� VRFLHW\� ZLWKLQ� ZKLFK� LQGLYLGXDOV� FDQ
IORXULVK� DQG� GHYHORS�� HDFK� SXUVXLQJ� �WKHߝ JRRGߞ� DV� KH� RU� VKH
GHILQHV�LW��WR�WKH�EHVW�RI�KLV�RU�KHU�DELOLWLHV��7KLV�KDV�FRQWULEXWHG�WR
WKH�YLHZ�WKDW�OLEHUDOLVP�LV�PRUDOO\�QHXWUDO��LQ�WKH�VHQVH�WKDW�LW�OD\V
GRZQ�D�VHW�RI�UXOHV�WKDW�DOORZ�LQGLYLGXDOV�WR�PDNH�WKHLU�RZQ�PRUDO
GHFLVLRQV�

)UHHGRP��QGLYLGXDO,ߊ IUHHGRP� �VHH� S�� ������ RU� OLEHUW\� �WKH� WZR
WHUPV� DUH� LQWHUFKDQJHDEOH��� LV� WKH� FRUH� YDOXH� RI� OLEHUDOLVP�� LW� LV
JLYHQ�SULRULW\�RYHU��VD\��HTXDOLW\�� MXVWLFH�RU�DXWKRULW\��7KLV� DULVHV
QDWXUDOO\� IURP�D�EHOLHI� LQ� WKH� LQGLYLGXDO�DQG� WKH�GHVLUH� WR�HQVXUH
WKDW�HDFK�SHUVRQ�LV�DEOH�WR�DFW�DV�KH�RU�VKH�SOHDVHV�RU�FKRRVHV�
1HYHUWKHOHVV�� OLEHUDOV�DGYRFDWH� �IUHHGRP�XQGHU�WKHߝ ODZߞ��DV�WKH\
UHFRJQL]H�WKDW�RQH�SHUVRQߞV�OLEHUW\�PD\�EH�D�WKUHDW�WR�WKH�OLEHUW\
RI�RWKHUV��OLEHUW\�PD\�EHFRPH�OLFHQFH��7KH\�WKHUHIRUH�HQGRUVH�WKH
LGHDO� WKDW� LQGLYLGXDOV� VKRXOG�HQMR\� WKH�PD[LPXP�SRVVLEOH� OLEHUW\
FRQVLVWHQW�ZLWK�D�OLNH�OLEHUW\�IRU�DOO�

5HDVRQ��LEHUDOV�EHOLHYH�WKDW�WKH�ZRUOG�KDV�D�UDWLRQDO�VWUXFWXUH/ߊ
DQG� WKDW� WKLV� FDQ� EH� XQFRYHUHG� WKURXJK� WKH� H[HUFLVH� RI� KXPDQ
UHDVRQ� DQG� E\� FULWLFDO� HQTXLU\�� 7KLV� LQFOLQHV� WKHP� WR� SODFH� WKHLU
IDLWK�LQ�WKH�DELOLW\�RI�LQGLYLGXDOV�WR�PDNH�ZLVH�MXGJHPHQWV�RQ�WKHLU
RZQ� EHKDOI�� EHLQJ�� LQ�PRVW� FDVHV�� WKH� EHVW� MXGJHV� RI� WKHLU� RZQ
LQWHUHVWV�� ,W� DOVR� HQFRXUDJHV� OLEHUDOV� WR� EHOLHYH� LQ�SURJUHVV� DQG
WKH�FDSDFLW\�RI�KXPDQ�EHLQJV�WR�UHVROYH�WKHLU�GLIIHUHQFHV�WKURXJK
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GHEDWH�DQG�DUJXPHQW��UDWKHU�WKDQ�EORRGVKHG�DQG�ZDU�

3URJUHVV��0RYLQJ�IRUZDUGV��WKH�EHOLHI�WKDW�KLVWRU\�LV�FKDUDFWHUL]HG
E\�KXPDQ�DGYDQFHPHQW�EDVHG�RQ�WKH�DFFXPXODWLRQ�RI�NQRZOHGJH
DQG�ZLVGRP�
(TXDOLW\��QGLYLGXDOLVP,ߊ LPSOLHV� D� EHOLHI� LQ� IRXQGDWLRQDO� HTXDOLW\�
WKDW�LV��WKH�EHOLHI�WKDW�LQGLYLGXDOV�DUHߝ�ERUQ�HTXDOߞ��DW�OHDVW�LQ�WHUPV
RI�PRUDO�ZRUWK��7KLV�LV�UHIOHFWHG�LQ�D�OLEHUDO�FRPPLWPHQW�WR�HTXDO
ULJKWV� DQG� HQWLWOHPHQWV�� QRWDEO\� LQ� WKH� IRUP� RI� OHJDO� HTXDOLW\
RQH�SHUVRQ��RQHߝ��\�DQG�SROLWLFDO�HTXDOLW�ߞHTXDOLW\�EHIRUH�WKH�ODZߝ�
YRWH�� RQH� YRWH�� RQH� YDOXHߞ��� +RZHYHU�� DV� LQGLYLGXDOV� GR� QRW
SRVVHVV�WKH�VDPH�OHYHOV�RI�WDOHQW�RU�ZLOOLQJQHVV�WR�ZRUN�� OLEHUDOV
GR�QRW�HQGRUVH�VRFLDO�HTXDOLW\�RU�DQ�HTXDOLW\�RI�RXWFRPH��5DWKHU�
WKH\� IDYRXU� HTXDOLW\� RI� RSSRUWXQLW\� �D� �OHYHOߝ SOD\LQJ� ILHOGߞ�� WKDW
JLYHV� DOO� LQGLYLGXDOV� DQ� HTXDO� FKDQFH� WR� UHDOL]H� WKHLU� XQHTXDO
SRWHQWLDO��/LEHUDOV� WKHUHIRUH� VXSSRUW� WKH�SULQFLSOH� RI�PHULWRFUDF\�
ZLWK�PHULW�UHIOHFWLQJ��FUXGHO\��WDOHQW�SOXV�KDUG�ZRUN�

0HULWRFUDF\��5XOH�E\�WKH�WDOHQWHG��WKH�SULQFLSOH�WKDW�UHZDUGV�DQG
SRVLWLRQV�VKRXOG�EH�GLVWULEXWHG�RQ�WKH�EDVLV�RI�DELOLW\�
7ROHUDWLRQ��LEHUDOV�EHOLHYH/ߊ WKDW� WROHUDWLRQ� �WKDW� LV�� IRUEHDUDQFH�
WKH�ZLOOLQJQHVV�RI�SHRSOH�WR�DOORZ�RWKHUV�WR�WKLQN��VSHDN�DQG�DFW�LQ
ZD\V�RI�ZKLFK�WKH\�GLVDSSURYH��LV�ERWK�D�JXDUDQWHH�RI�LQGLYLGXDO
OLEHUW\� DQG� D� PHDQV� RI� VRFLDO� HQULFKPHQW�� 7KH\� EHOLHYH� WKDW
SOXUDOLVP��VHH�S�������� LQ�WKH�IRUP�RI�PRUDO��FXOWXUDO�DQG�SROLWLFDO
GLYHUVLW\��LV�SRVLWLYHO\�KHDOWK\��LW�SURPRWHV�GHEDWH�DQG�LQWHOOHFWXDO
SURJUHVV�E\�HQVXULQJ�WKDW�DOO�EHOLHIV�DUH�WHVWHG�LQ�D�IUHH�PDUNHW�RI
LGHDV��/LEHUDOV��PRUHRYHU��WHQG�WR�EHOLHYH�WKDW�WKHUH�LV�D�EDODQFH
RU� QDWXUDO� KDUPRQ\� EHWZHHQ� ULYDO� YLHZV� DQG� LQWHUHVWV�� DQG� WKXV
XVXDOO\�GLVFRXQW�WKH�LGHD�RI�LUUHFRQFLODEOH�FRQIOLFW�

&RQVHQW��Q,ߊ WKH� OLEHUDO� YLHZ�� DXWKRULW\� DQG� VRFLDO� UHODWLRQVKLSV
VKRXOG� DOZD\V� EH� EDVHG� RQ� FRQVHQW� RU� ZLOOLQJ� DJUHHPHQW�
*RYHUQPHQW� PXVW� WKHUHIRUH� EH� EDVHG� RQ� WKH� �FRQVHQWߝ RI� WKH
JRYHUQHGߞ�� 7KLV� LV� D� GRFWULQH� WKDW� HQFRXUDJHV� OLEHUDOV� WR� IDYRXU
UHSUHVHQWDWLRQ��VHH�S�������DQG�GHPRFUDF\��QRWDEO\�LQ�WKH�IRUP�RI
OLEHUDO� GHPRFUDF\� �VHH� S�� ����� 6LPLODUO\�� VRFLDO� ERGLHV� DQG
DVVRFLDWLRQV� DUH� IRUPHG� WKURXJK� FRQWUDFWV� ZLOOLQJO\� HQWHUHG� LQWR
E\� LQGLYLGXDOV� LQWHQW� RQ� SXUVXLQJ� WKHLU� RZQ� VHOI�LQWHUHVW�� ,Q� WKLV
VHQVH�� DXWKRULW\� DULVHV� �IURPߝ EHORZߞ� DQG� LV� DOZD\V� JURXQGHG� LQ
OHJLWLPDF\��VHH�S������
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&RQVWLWXWLRQDOLVP��OWKRXJK$ߊ OLEHUDOV�VHH�JRYHUQPHQW�DV�D�YLWDO
JXDUDQWHH� RI� RUGHU� DQG� VWDELOLW\� LQ� VRFLHW\�� WKH\� DUH� FRQVWDQWO\
DZDUH� RI� WKH� GDQJHU� WKDW� JRYHUQPHQW� PD\� EHFRPH� D� W\UDQQ\
DJDLQVW� WKH� LQGLYLGXDO� �SRZHUߝ� WHQGV� WR� FRUUXSWߞ� �/RUG� $FWRQ���
7KH\� WKHUHIRUH� EHOLHYH� LQ� OLPLWHG� JRYHUQPHQW�� 7KLV� JRDO� FDQ� EH
DWWDLQHG� WKURXJK� WKH� IUDJPHQWDWLRQ�RI�JRYHUQPHQW�SRZHU��E\� WKH
FUHDWLRQ�RI�FKHFNV�DQG�EDODQFHV�DPRQJVW�WKH�YDULRXV�LQVWLWXWLRQV
RI�JRYHUQPHQW��DQG�E\�WKH�HVWDEOLVKPHQW�RI�D�FRGLILHG�RUߝ�ZULWWHQߞ
FRQVWLWXWLRQ�HPERG\LQJ�D�ELOO�RI�ULJKWV�WKDW�GHILQHV�WKH�UHODWLRQVKLS
EHWZHHQ�WKH�VWDWH�DQG�WKH�LQGLYLGXDO�

&ODVVLFDO�OLEHUDOLVP
7KH�FHQWUDO� WKHPH�RI�FODVVLFDO� OLEHUDOLVP� LV� D� FRPPLWPHQW� WR� DQ� H[WUHPH
IRUP�RI� LQGLYLGXDOLVP��+XPDQ�EHLQJV�DUH� VHHQ�DV� HJRLVWLFDO�� VHOI�VHHNLQJ
DQG�ODUJHO\�VHOI�UHOLDQW�FUHDWXUHV��,Q�ZKDW�&��%��0DFSKHUVRQ��������WHUPHG
�SRVVHVVLYHߝ LQGLYLGXDOLVPߞ�� WKH\� DUH� WDNHQ� WR� EH� WKH� SURSULHWRUV� RI� WKHLU
RZQ� SHUVRQV� DQG� FDSDFLWLHV�� RZLQJ� QRWKLQJ� WR� VRFLHW\� RU� WR� RWKHU
LQGLYLGXDOV�� 7KLV� DWRPLVW� YLHZ� RI� VRFLHW\� LV� XQGHUSLQQHG� E\� D� EHOLHI� LQ
�ߞQHJDWLYHߝ OLEHUW\�� PHDQLQJ� QRQ�LQWHUIHUHQFH�� RU� WKH� DEVHQFH� RI� H[WHUQDO
FRQVWUDLQWV�RQ�WKH�LQGLYLGXDO��7KLV�LPSOLHV�D�GHHSO\�XQV\PSDWKHWLF�DWWLWXGH
WRZDUGV�WKH�VWDWH�DQG�DOO�IRUPV�RI�JRYHUQPHQW�LQWHUYHQWLRQ�
$WRPLVP��7KH�EHOLHI�WKDW�VRFLHW\�LV�PDGH�XS�RI�D�FROOHFWLRQ�RI
ODUJHO\�VHOI�VXIILFLHQW�LQGLYLGXDOV�ZKR�RZH�OLWWOH�RU�QRWKLQJ�WR�RQH
DQRWKHU�
,Q� 7RP� 3DLQHߞV� �VHH� S�� ����� ZRUGV�� WKH� VWDWH� LV� D� �\QHFHVVDUߝ HYLOߞ�� ,W� LV
�LQ�WKDW��DW�WKH�YHU\�OHDVW��LW�HVWDEOLVKHV�RUGHU�DQG�VHFXULW\��DQGߞ\QHFHVVDUߝ
HQVXUHV�WKDW�FRQWUDFWV�DUH�HQIRUFHG��+RZHYHU��LW�LVߝ�HYLOߞ�LQ�WKDW�LW�LPSRVHV
D�FROOHFWLYH�ZLOO�RQ�VRFLHW\��WKXV�OLPLWLQJ�WKH�IUHHGRP�DQG�UHVSRQVLELOLWLHV
RI�WKH�LQGLYLGXDO��7KH�FODVVLFDO�OLEHUDO�LGHDO�LV�WKHUHIRUH�WKH�HVWDEOLVKPHQW
RI� D�PLQLPDO� RU� �ߞQLJKWZDWFKPDQߝ VWDWH��ZLWK� D� UROH� WKDW� LV� OLPLWHG� WR� WKH
SURWHFWLRQ� RI� FLWL]HQV� IURP� WKH� HQFURDFKPHQWV� RI� IHOORZ� FLWL]HQV�� ,Q� WKH
IRUP�RI�HFRQRPLF�OLEHUDOLVP��WKLV�SRVLWLRQ�LV�XQGHUSLQQHG�E\�D�GHHS�IDLWK�LQ
WKH�PHFKDQLVPV�RI�WKH�IUHH�PDUNHW�DQG�WKH�EHOLHI�WKDW�WKH�HFRQRP\�ZRUNV
EHVW�ZKHQ�OHIW�DORQH�E\�JRYHUQPHQW��/DLVVH]�IDLUH�FDSLWDOLVP�LV�WKXV�VHHQ
DV�JXDUDQWHHLQJ�SURVSHULW\��XSKROGLQJ�LQGLYLGXDO�OLEHUW\��DQG��DV�WKLV�DOORZV
LQGLYLGXDOV�WR�ULVH�DQG�IDOO�DFFRUGLQJ�WR�PHULW��HQVXULQJ�VRFLDO�MXVWLFH�
(FRQRPLF�OLEHUDOLVP��$�EHOLHI�LQ�WKH�PDUNHW�DV�D�VHOI�UHJXODWLQJ
PHFKDQLVP�WHQGLQJ�QDWXUDOO\�WR�GHOLYHU�JHQHUDO�SURVSHULW\�DQG
RSSRUWXQLWLHV�IRU�DOO�
0RGHUQ�OLEHUDOLVP
0RGHUQ�OLEHUDOLVP�LV�FKDUDFWHUL]HG�E\�D�PRUH�V\PSDWKHWLF�DWWLWXGH�WRZDUGV
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VWDWH�LQWHUYHQWLRQ��,QGHHG��LQ�WKH�86$��WKH�WHUPߝ�OLEHUDOߞ�LV�LQYDULDEO\�WDNHQ
WR� LPSO\� VXSSRUW� IRU� ��JRYHUQPHQWߞELJߝ UDWKHU� WKDQ� �ߞPLQLPDOߝ JRYHUQPHQW�
7KLV� VKLIW� ZDV� ERUQ� RXW� RI� WKH� UHFRJQLWLRQ� WKDW� LQGXVWULDO� FDSLWDOLVP� KDG
PHUHO\� JHQHUDWHG� QHZ� IRUPV� RI� LQMXVWLFH� DQG� OHIW� WKH� PDVV� RI� WKH
SRSXODWLRQ�VXEMHFW�WR�WKH�YDJDULHV�RI�WKH�PDUNHW��,QIOXHQFHG�E\�WKH�ZRUN�RI
-��6��0LOO��VHH�S��������WKH�VR�FDOOHG1ߝ�HZ�/LEHUDOVߞ��ILJXUHV�VXFK�DV�7��+�
*UHHQ����7/�����ߙ������+REKRXVH��ߙ����������DQG�-��$��+REVRQ��ߙ����
������� FKDPSLRQHG� D� EURDGHU�� �ߞSRVLWLYHߝ YLHZ� RI� IUHHGRP�� )URP� WKLV
SHUVSHFWLYH�� IUHHGRP� GRHV� QRW� MXVW� PHDQ� EHLQJ� OHIW� DORQH�� ZKLFK� PLJKW
LPSO\� QRWKLQJ� PRUH� WKDQ� WKH� IUHHGRP� WR� VWDUYH�� 5DWKHU�� LW� LV� OLQNHG� WR
SHUVRQDO� GHYHORSPHQW� DQG� WKH� IORXULVKLQJ� RI� WKH� LQGLYLGXDO�� WKDW� LV�� WKH
DELOLW\�RI�WKH�LQGLYLGXDO�WR�JDLQ�IXOILOPHQW�DQG�DFKLHYH�VHOI�UHDOL]DWLRQ�
%LJ�JRYHUQPHQW��,QWHUYHQWLRQLVW�JRYHUQPHQW��XVXDOO\�XQGHUVWRRG�WR
LPSO\�HFRQRPLF�PDQDJHPHQW�DQG�VRFLDO�UHJXODWLRQ�
7KLV� YLHZ� SURYLGHG� WKH� EDVLV� IRU� VRFLDO� RU� ZHOIDUH� OLEHUDOLVP�� 7KLV� LV
FKDUDFWHUL]HG�E\�WKH�UHFRJQLWLRQ�WKDW�VWDWH�LQWHUYHQWLRQ��SDUWLFXODUO\�LQ�WKH
IRUP� RI� VRFLDO� ZHOIDUH�� FDQ� HQODUJH� OLEHUW\� E\� VDIHJXDUGLQJ� LQGLYLGXDOV
IURP� WKH� VRFLDO� HYLOV� WKDW� EOLJKW� LQGLYLGXDO� H[LVWHQFH�� 7KHVH� HYLOV� ZHUH
LGHQWLILHG� LQ� WKH�8.� E\� WKH� �����%HYHULGJH�5HSRUW� DV� WKH� �ILYHߝ JLDQWVߞ�
ZDQW�� LJQRUDQFH�� LGOHQHVV�� VTXDORU�DQG�GLVHDVH�� ,Q� WKH� VDPH�ZD\��PRGHUQ
OLEHUDOV� DEDQGRQHG� WKHLU� EHOLHI� LQ� ODLVVH]�IDLUH� FDSLWDOLVP�� ODUJHO\� DV� D
UHVXOW� RI� -��0��.H\QHVߞ� �VHH� S�� ����� LQVLJKW� WKDW� JURZWK� DQG� SURVSHULW\
FRXOG� EH� PDLQWDLQHG� RQO\� WKURXJK� D� V\VWHP� RI� PDQDJHG� RU� UHJXODWHG
FDSLWDOLVP��ZLWK�NH\�HFRQRPLF�UHVSRQVLELOLWLHV�EHLQJ�SODFHG�LQ�WKH�KDQGV�RI
WKH� VWDWH��1HYHUWKHOHVV��PRGHUQ� OLEHUDOVߞ� VXSSRUW� IRU� FROOHFWLYH� SURYLVLRQ
DQG�JRYHUQPHQW� LQWHUYHQWLRQ�KDV� DOZD\V�EHHQ� FRQGLWLRQDO��7KHLU�FRQFHUQ
KDV�EHHQ�ZLWK�WKH�SOLJKW�RI�WKH�ZHDN�DQG�YXOQHUDEOH��WKRVH�ZKR�DUH�OLWHUDOO\
QRW�DEOH�WR�KHOS�WKHPVHOYHV��7KHLU�JRDO�LV�WR�UDLVH�LQGLYLGXDOV�WR�WKH�SRLQW
ZKHUH� WKH\� DUH� DEOH�� RQFH� DJDLQ�� WR� WDNH� UHVSRQVLELOLW\� IRU� WKHLU� RZQ
FLUFXPVWDQFHV� DQG� PDNH� WKHLU� RZQ� PRUDO� FKRLFHV�� 7KH� PRVW� LQIOXHQWLDO
PRGHUQ�DWWHPSW�WR�UHFRQFLOH�WKH�SULQFLSOHV�RI�OLEHUDOLVP�ZLWK�WKH�SROLWLFV�RI
ZHOIDUH�DQG�UHGLVWULEXWLRQ�ZDV�XQGHUWDNHQ�E\�-RKQ�5DZOV��VHH�S��������7KH
OLEHUDO�DSSURDFK�WR�LQWHUQDWLRQDO�SROLWLFV�LV�H[DPLQHG�LQ�&KDSWHU�����
5HGLVWULEXWLRQ��$�QDUURZLQJ�RI�PDWHULDO�LQHTXDOLWLHV�EURXJKW�DERXW
WKURXJK�D�FRPELQDWLRQ�RI�SURJUHVVLYH�WD[DWLRQ�DQG�ZHOIDUH
SURYLVLRQ�
&RQVHUYDWLVP
&RQVHUYDWLYH� LGHDV� DQG� GRFWULQHV� ILUVW� HPHUJHG� LQ� WKH� ODWH� HLJKWHHQWK
FHQWXU\�DQG�HDUO\�QLQHWHHQWK�FHQWXU\��7KH\�DURVH�DV�D�UHDFWLRQ�DJDLQVW�WKH
JURZLQJ�SDFH�RI�HFRQRPLF�DQG�SROLWLFDO�FKDQJH��ZKLFK�ZDV�LQ�PDQ\�ZD\V
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V\PEROL]HG�E\�WKH�)UHQFK�5HYROXWLRQ��,Q� WKLV�VHQVH��FRQVHUYDWLVP�KDUNHG
EDFN�WR�WKH�DQFLHQ�U©JLPH��,Q�WU\LQJ�WR�UHVLVW�WKH�SUHVVXUHV�XQOHDVKHG�E\�WKH
JURZWK� RI� OLEHUDOLVP�� VRFLDOLVP� DQG� QDWLRQDOLVP�� FRQVHUYDWLVP� VWRRG� LQ
GHIHQFH� RI� DQ� LQFUHDVLQJO\� HPEDWWOHG� WUDGLWLRQDO� VRFLDO� RUGHU�� +RZHYHU�
IURP� WKH� RXWVHW�� GLYLVLRQV� LQ� FRQVHUYDWLYH� WKRXJKW� ZHUH� DSSDUHQW�� ,Q
FRQWLQHQWDO� (XURSH�� D� IRUP� RI� FRQVHUYDWLVP� HPHUJHG� WKDW� ZDV
FKDUDFWHUL]HG� E\� WKH�ZRUN� RI� WKLQNHUV� VXFK� DV� -RVHSK� GH�0DLVWUH� ߙ�����
�������7KLV�FRQVHUYDWLVP�ZDV�VWDUNO\�DXWRFUDWLF�DQG�UHDFWLRQDU\��UHMHFWLQJ
RXW� RI� KDQG� DQ\� LGHD� RI� UHIRUP�� $� PRUH� FDXWLRXV�� PRUH� IOH[LEOH� DQG�
XOWLPDWHO\��PRUH�VXFFHVVIXO� IRUP�RI�FRQVHUYDWLVP�QHYHUWKHOHVV�GHYHORSHG
LQ� WKH� 8.� DQG� WKH� 86$�� FKDUDFWHUL]HG� E\� (GPXQG� %XUNHߞV� EHOLHI� LQ
�FKDQJHߝ LQ� RUGHU� WR� FRQVHUYHߞ�� 7KLV� VWDQFH� HQDEOHG� FRQVHUYDWLYHV� LQ� WKH
QLQHWHHQWK� FHQWXU\� WR� HPEUDFH� WKH� FDXVH� RI� VRFLDO� UHIRUP� XQGHU� WKH
SDWHUQDOLVWLF�EDQQHU�RI2ߝ�QH�1DWLRQ��7ߞKH�KLJK�SRLQW�RI�WKLV�WUDGLWLRQ�LQ�WKH
8.� FDPH� LQ� WKH� ����V� DV� WKH� &RQVHUYDWLYH� 3DUW\� FDPH� WR� DFFHSW� WKH
SRVWZDU� VHWWOHPHQW� DQG� HVSRXVH� LWV� RZQ� YHUVLRQ� RI� .H\QHVLDQ� VRFLDO
GHPRFUDF\��+RZHYHU�� VXFK� LGHDV� LQFUHDVLQJO\� FDPH� XQGHU� SUHVVXUH� IURP
WKH� ����V� RQZDUGV� DV� D� UHVXOW� RI� WKH� HPHUJHQFH� RI� WKH�1HZ�5LJKW�� 7KH
1HZ� 5LJKWߞV� UDGLFDOO\� DQWL�VWDWLVW� DQG� DQWL�SDWHUQDOLVW� EUDQG� RI
FRQVHUYDWLVP�GUDZV�KHDYLO\�RQ�FODVVLFDO�OLEHUDO�WKHPHV�DQG�YDOXHV�
$QFLHQ�U©JLPH���)UHQFK��/LWHUDOO\ߝ��ROG�RUGHUߞ��XVXDOO\�OLQNHG�ZLWK
WKH�DEVROXWLVW�VWUXFWXUHV�WKDW�SUHGDWHG�WKH�)UHQFK�5HYROXWLRQ�
3DWHUQDOLVWLF�FRQVHUYDWLVP
7KH�SDWHUQDOLVWLF�VWUDQG�LQ�FRQVHUYDWLYH�WKRXJKW�LV�HQWLUHO\�FRQVLVWHQW�ZLWK
SULQFLSOHV�VXFK�DV�RUJDQLFLVP��KLHUDUFK\�DQG�GXW\��DQG�LW�FDQ�WKHUHIRUH�EH
VHHQ�DV�DQ�RXWJURZWK�RI�WUDGLWLRQDO�FRQVHUYDWLVP��2IWHQ�WUDFHG�EDFN�WR�WKH
HDUO\� ZULWLQJV� RI� %HQMDPLQ� 'LVUDHOL� �����ߙ����� SDWHUQDOLVP� GUDZV� RQ� D
FRPELQDWLRQ� RI� SUXGHQFH� DQG� SULQFLSOH�� ,Q�ZDUQLQJ� RI� WKH� GDQJHU� RI� WKH
8.� EHLQJ� GLYLGHG� LQWR� �WZRߝ QDWLRQV�� WKH� 5LFK� DQG� WKH� 3RRUߞ�� 'LVUDHOL
DUWLFXODWHG�D�ZLGHVSUHDG�IHDU�RI�VRFLDO�UHYROXWLRQ��7KLV�ZDUQLQJ�DPRXQWHG
WR�DQ�DSSHDO�WR�WKH�VHOI�LQWHUHVW�RI�WKH�SULYLOHJHG��ZKR�QHHGHG�WR�UHFRJQL]H
WKDWߝ�UHIRUP�IURP�DERYHߞ�ZDV�SUHIHUDEOH�WRߝ�UHYROXWLRQ�IURP�EHORZ��7ߞKLV
PHVVDJH�ZDV�XQGHUSLQQHG�E\�DQ�DSSHDO�WR�WKH�SULQFLSOHV�RI�GXW\�DQG�VRFLDO
REOLJDWLRQ� URRWHG� LQ� QHRIHXGDO� LGHDV� VXFK� DV�QREOHVVH�REOLJH�� ,Q� HIIHFW�� LQ
WKLV�YLHZ��GXW\�LV�WKH�SULFH�RI�SULYLOHJH��WKH�SRZHUIXO�DQG�SURSHUWLHG�LQKHULW
D� UHVSRQVLELOLW\� WR� ORRN� DIWHU� WKH� OHVV�ZHOO�RII� LQ� WKH� EURDGHU� LQWHUHVWV� RI
VRFLDO� FRKHVLRQ� DQG� XQLW\�� 7KH� UHVXOWLQJ� 2QH�1DWLRQ� SULQFLSOH�� WKH
FRUQHUVWRQH�RI�ZKDW�VLQFH�WKH�HDUO\�QLQHWHHQWK�FHQWXU\�KDV�EHHQ�WHUPHG�D
7RU\� SRVLWLRQ�� UHIOHFWV� QRW� VR� PXFK� WKH� LGHDO� RI� VRFLDO� HTXDOLW\� DV� D
FRKHVLYH�DQG�VWDEOH�KLHUDUFK\�WKDW�DULVHV�RUJDQLFDOO\�
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3DWHUQDOLVP��$Q�DWWLWXGH�RU�SROLF\�WKDW�GHPRQVWUDWHV�FDUH�RU
FRQFHUQ�IRU�WKRVH�XQDEOH�WR�KHOS�WKHPVHOYHV��DV�LQ�WKH��VXSSRVHG�
UHODWLRQVKLS�EHWZHHQ�D�IDWKHU�DQG�D�FKLOG�
1REOHVVH�REOLJH���)UHQFK��/LWHUDOO\��WKHߝ�REOLJDWLRQV�RI�WKH�QRELOLW\ߞ�
LQ�JHQHUDO�WHUPV��WKH�UHVSRQVLELOLW\�WR�JXLGH�RU�SURWHFW�WKRVH�OHVV
IRUWXQDWH�RU�OHVV�SULYLOHJHG�
7RU\LVP��$Q�LGHRORJLFDO�VWDQFH�ZLWKLQ�FRQVHUYDWLVP�FKDUDFWHUL]HG
E\�D�EHOLHI�LQ�KLHUDUFK\��DQ�HPSKDVLV�RQ�WUDGLWLRQ��DQG�VXSSRUW�IRU
GXW\�DQG�RUJDQLFLVP�

.(<�,'($6�
&216(59$7,60
7UDGLWLRQ�WKH�GHVLUHߝ��7KH�FHQWUDO�WKHPH�RI�FRQVHUYDWLYH�WKRXJKWߊ
WR�FRQVHUYHߞ��LV�FORVHO\�OLQNHG�WR�WKH�SHUFHLYHG�YLUWXHV�RI�WUDGLWLRQ�
UHVSHFW� IRU� HVWDEOLVKHG� FXVWRPV�� DQG� LQVWLWXWLRQV� WKDW� KDYH
HQGXUHG� WKURXJK� WLPH�� ,Q� WKLV� YLHZ�� WUDGLWLRQ� UHIOHFWV� WKH
DFFXPXODWHG� ZLVGRP� RI� WKH� SDVW�� DQG� LQVWLWXWLRQV� DQG� SUDFWLFHV
WKDW�KDYH�EHHQߝ�WHVWHG�E\�WLPHߞ��DQG�LW�VKRXOG�EH�SUHVHUYHG�IRU�WKH
EHQHILW� RI� WKH� OLYLQJ� DQG� IRU� JHQHUDWLRQV� \HW� WR� FRPH�� 7UDGLWLRQ
DOVR�KDV� WKH�YLUWXH�RI�SURPRWLQJ�D�VHQVH�RI�VRFLDO�DQG�KLVWRULFDO
EHORQJLQJ�

3UDJPDWLVP��RQVHUYDWLYHV&ߊ KDYH� WUDGLWLRQDOO\� HPSKDVL]HG� WKH
OLPLWDWLRQV� RI� KXPDQ� UDWLRQDOLW\�� ZKLFK� DULVH� IURP� WKH� LQILQLWH
FRPSOH[LW\�RI� WKH�ZRUOG� LQ�ZKLFK�ZH� OLYH��$EVWUDFW�SULQFLSOHV�DQG
V\VWHPV�RI� WKRXJKW�DUH� WKHUHIRUH�GLVWUXVWHG��DQG� LQVWHDG� IDLWK� LV
SODFHG� LQ� H[SHULHQFH�� KLVWRU\� DQG�� DERYH� DOO�� SUDJPDWLVP�� WKH
EHOLHI� WKDW� DFWLRQ� VKRXOG� EH� VKDSHG� E\� SUDFWLFDO� FLUFXPVWDQFHV
DQG�SUDFWLFDO�JRDOV�� WKDW� LV��E\� RQVHUYDWLYHV�KDYH&��ߞZKDW�ZRUNVߝ
WKXV� SUHIHUUHG� WR� GHVFULEH� WKHLU� RZQ� EHOLHIV� DV� DQ� �DWWLWXGHߝ RI
PLQGߞ�RU�DQߝ�DSSURDFK�WR�OLIHߞ��UDWKHU�WKDQ�DV�DQ�LGHRORJ\��DOWKRXJK
WKH\� UHMHFW� WKH� LGHD� WKDW� WKLV� DPRXQWV� WR� XQSULQFLSOHG
RSSRUWXQLVP�

+XPDQ�LPSHUIHFWLRQ�7KH�FRQVHUYDWLYH�YLHZ�RI�KXPDQ�QDWXUH�LVߊ
EURDGO\� SHVVLPLVWLF�� ,Q� WKLV� YLHZ�� KXPDQ� EHLQJV� DUH� OLPLWHG�
GHSHQGHQW�DQG�VHFXULW\�VHHNLQJ�FUHDWXUHV��GUDZQ� WR� WKH� IDPLOLDU
DQG�WKH�WULHG�DQG�WHVWHG��DQG�QHHGLQJ�WR�OLYH�LQ�VWDEOH�DQG�RUGHUO\
FRPPXQLWLHV��,Q�DGGLWLRQ��LQGLYLGXDOV�DUH�PRUDOO\�FRUUXSW��WKH\�DUH
WDLQWHG�E\�VHOILVKQHVV��JUHHG�DQG�WKH�WKLUVW�IRU�SRZHU��7KH�URRWV�RI
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FULPH� DQG� GLVRUGHU� WKHUHIRUH� UHVLGH�ZLWKLQ� WKH� KXPDQ� LQGLYLGXDO
UDWKHU� WKDQ� LQ� VRFLHW\�� 7KH� PDLQWHQDQFH� RI� RUGHU� �VHH� S�� ����
WKHUHIRUH� UHTXLUHV�D�VWURQJ�VWDWH�� WKH�HQIRUFHPHQW�RI�VWULFW� ODZV�
DQG�VWLII�SHQDOWLHV�

2UJDQLFLVP��QVWHDG,ߊ RI� VHHLQJ� VRFLHW\� DV� DQ� DUWHIDFW� WKDW� LV� D
SURGXFW� RI� KXPDQ� LQJHQXLW\�� FRQVHUYDWLYHV� KDYH� WUDGLWLRQDOO\
YLHZHG� VRFLHW\� DV� DQ� RUJDQLF� ZKROH�� RU� OLYLQJ� HQWLW\�� 6RFLHW\� LV
WKXV�VWUXFWXUHG�E\�QDWXUDO�QHFHVVLW\��ZLWK� LWV�YDULRXV� LQVWLWXWLRQV�
RU� WKH� �IDEULF�RIߝ VRFLHW\ߞ� �IDPLOLHV�� ORFDO� FRPPXQLWLHV�� WKH�QDWLRQ�
DQG�VR�RQ���FRQWULEXWLQJ�WR�WKH�KHDOWK�DQG�VWDELOLW\�RI�VRFLHW\��7KH
ZKROH� LV� PRUH� WKDQ� D� FROOHFWLRQ� RI� LWV� LQGLYLGXDO� SDUWV�� 6KDUHG
�RIWHQߝ�WUDGLWLRQDOߞ��YDOXHV�DQG�D�FRPPRQ�FXOWXUH�DUH�DOVR�VHHQ�DV
EHLQJ� YLWDO� WR� WKH� PDLQWHQDQFH� RI� WKH� FRPPXQLW\� DQG� VRFLDO
FRKHVLRQ�

+LHUDUFK\�Q�WKH�FRQVHUYDWLYH�YLHZ��JUDGDWLRQV�RI�VRFLDO�SRVLWLRQ,ߊ
DQG�VWDWXV�DUH�QDWXUDO�DQG�LQHYLWDEOH�LQ�DQ�RUJDQLF�VRFLHW\��7KHVH
UHIOHFW� WKH� GLIIHULQJ� UROHV� DQG� UHVSRQVLELOLWLHV� RI�� IRU� H[DPSOH�
HPSOR\HUV� DQG� ZRUNHUV�� WHDFKHUV� DQG� SXSLOV�� DQG� SDUHQWV� DQG
FKLOGUHQ��1HYHUWKHOHVV�� LQ� WKLV� YLHZ�� KLHUDUFK\� DQG� LQHTXDOLW\� GR
QRW� JLYH� ULVH� WR� FRQIOLFW�� EHFDXVH� VRFLHW\� LV� ERXQG� WRJHWKHU� E\
PXWXDO� REOLJDWLRQV� DQG� UHFLSURFDO� GXWLHV�� ,QGHHG�� DV� D� SHUVRQߞV
�VWDWLRQߝ LQ� OLIHߞ� LV� GHWHUPLQHG� ODUJHO\�E\� OXFN�DQG� WKH�DFFLGHQW� RI
ELUWK�� WKH� SURVSHURXV� DQG� SULYLOHJHG� DFTXLUH� D� SDUWLFXODU
UHVSRQVLELOLW\�RI�FDUH�IRU�WKH�OHVV�IRUWXQDWH�

$XWKRULW\�RQVHUYDWLYHV�KROG�WKDW��WR�VRPH�GHJUHH��DXWKRULW\�LV&ߊ
DOZD\V�H[HUFLVHGߝ�IURP�DERYHߞ��SURYLGLQJ�OHDGHUVKLS��VHH�S�������
JXLGDQFH� DQG� VXSSRUW� IRU� WKRVH� ZKR� ODFN� WKH� NQRZOHGJH�
H[SHULHQFH� RU� HGXFDWLRQ� WR� DFW�ZLVHO\� LQ� WKHLU� RZQ� LQWHUHVWV� �DQ
H[DPSOH� EHLQJ� WKH� DXWKRULW\� RI� SDUHQWV� RYHU� FKLOGUHQ��� $OWKRXJK
WKH� LGHD� RI� D� QDWXUDO� DULVWRFUDF\� ZDV� RQFH� LQIOXHQWLDO�� DXWKRULW\
DQG� OHDGHUVKLS�DUH�QRZ�PRUH�FRPPRQO\� VHHQ�DV� UHVXOWLQJ� IURP
H[SHULHQFH� DQG� WUDLQLQJ�� 7KH� YLUWXH� RI� DXWKRULW\� LV� WKDW� LW� LV� D
VRXUFH� RI� VRFLDO� FRKHVLRQ�� JLYLQJ� SHRSOH� D� FOHDU� VHQVH� RI� ZKR
WKH\�DUH�DQG�ZKDW� LV�H[SHFWHG�RI� WKHP��)UHHGRP�PXVW�WKHUHIRUH
FRH[LVW�ZLWK�UHVSRQVLELOLW\��LW�WKHUHIRUH�FRQVLVWV�ODUJHO\�RI�D�ZLOOLQJ
DFFHSWDQFH�RI�REOLJDWLRQV�DQG�GXWLHV�

1DWXUDO�DULVWRFUDF\��7KH�LGHD�WKDW�WDOHQW�DQG�OHDGHUVKLS�DUH
LQQDWH�RU�LQEUHG�TXDOLWLHV�WKDW�FDQQRW�EH�DFTXLUHG�WKURXJK�HIIRUW�RU
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VHOI�DGYDQFHPHQW�
3URSHUW\��RQVHUYDWLYHV&ߊ VHH� SURSHUW\� RZQHUVKLS� DV� EHLQJ� YLWDO
EHFDXVH�LW�JLYHV�SHRSOH�VHFXULW\�DQG�D�PHDVXUH�RI�LQGHSHQGHQFH
IURP�JRYHUQPHQW��DQG�LW�HQFRXUDJHV�WKHP�WR�UHVSHFW�WKH�ODZ�DQG
WKH� SURSHUW\� RI� RWKHUV�� 3URSHUW\� LV� DOVR� DQ� H[WHULRUL]DWLRQ� RI
SHRSOHߞV�SHUVRQDOLWLHV�� LQ�WKDW�WKH\ߝ�VHHߞ�WKHPVHOYHV�LQ�ZKDW�WKH\
RZQ�� WKHLU� KRXVHV�� WKHLU� FDUV�� DQG� VR� RQ�� +RZHYHU�� SURSHUW\
RZQHUVKLS�LQYROYHV�GXWLHV�DV�ZHOO�DV�ULJKWV��,Q� WKLV�YLHZ��ZH�DUH�
LQ� D� VHQVH��PHUHO\� FXVWRGLDQV� RI� SURSHUW\� WKDW� KDV� HLWKHU� EHHQ
LQKHULWHG�IURP�SDVW�JHQHUDWLRQV��ߝWKH�IDPLO\�VLOYHUߞ���RU�PD\�EH�RI
YDOXH�WR�IXWXUH�RQHV�

.(<�7+,1.(5�
('081'�%85.(�������ߙ��

6RXUFH��L6WRFN�+RGDJ0HGLD
'XEOLQ�ERUQ�8.�VWDWHVPDQ�DQG�SROLWLFDO�WKHRULVW�ZKR�LV�RIWHQ�VHHQ
DV� WKH� IDWKHU� RI� WKH� $QJOR�$PHULFDQ� FRQVHUYDWLYH� WUDGLWLRQ�
%XUNHߞV� HQGXULQJ� UHSXWDWLRQ� LV� EDVHG� RQ� D� VHULHV� RI� ZRUNV�
QRWDEO\�5HIOHFWLRQV� RQ� WKH� 5HYROXWLRQ� LQ� )UDQFH� �>����@� ������
WKDW�ZHUH�FULWLFDO�RI�WKH�)UHQFK�5HYROXWLRQ��7KRXJK�V\PSDWKHWLF�WR
WKH�$PHULFDQ�5HYROXWLRQ��%XUNH�ZDV�GHHSO\�FULWLFDO�RI�WKH�DWWHPSW
WR� UHFDVW� )UHQFK� SROLWLFV� LQ� DFFRUGDQFH� ZLWK� DEVWUDFW� SULQFLSOHV
VXFK� DV� OLEHUW\�� HTXDOLW\� DQG� IUDWHUQLW\�� DUJXLQJ� WKDW� ZLVGRP
UHVLGHG�ODUJHO\�LQ�H[SHULHQFH��WUDGLWLRQ�DQG�KLVWRU\��1HYHUWKHOHVV�
KH�KHOG�WKDW�WKH�)UHQFK�PRQDUFK\�ZDV��LQ�SDUW��UHVSRQVLEOH�IRU�LWV
RZQ� IDWH� VLQFH� LW� KDG� REVWLQDWHO\� UHIXVHG� WR� �FKDQJHߝ LQ� RUGHU� WR
FRQVHUYHߞ��%XUNH�KDG�D�JORRP\�YLHZ�RI�JRYHUQPHQW�� UHFRJQL]LQJ
WKDW� LW�FRXOG�SUHYHQW�HYLO�EXW� UDUHO\�SURPRWH�JRRG��+H�VXSSRUWHG
IUHH�PDUNHW� HFRQRPLFV� RQ� WKH� JURXQGV� WKDW� LW� UHIOHFWV� QDWXUDOߝ
ODZߞ�

7KH�2QH�1DWLRQ� WUDGLWLRQ�HPERGLHV�QRW�RQO\�D�GLVSRVLWLRQ� WRZDUGV�VRFLDO
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UHIRUP��EXW�DOVR�DQ�HVVHQWLDOO\�SUDJPDWLF�DWWLWXGH�WRZDUGV�HFRQRPLF�SROLF\�
7KLV�LV�FOHDUO\�VHHQ�LQ�WKHߝ�PLGGOH�ZD\ߞ�DSSURDFK�DGRSWHG�LQ�WKH�����V�E\
8.�&RQVHUYDWLYHV��7KLV�DSSURDFK�HVFKHZHG�WKH�WZR�LGHRORJLFDO�PRGHOV�RI
HFRQRPLF�RUJDQL]DWLRQ��ODLVVH]�IDLUH�FDSLWDOLVP�RQ�WKH�RQH�KDQG��DQG�VWDWH
VRFLDOLVP�DQG�FHQWUDO� SODQQLQJ�RQ� WKH�RWKHU��7KH� IRUPHU�ZDV� UHMHFWHG�RQ
WKH� JURXQGV� WKDW� LW� UHVXOWV� LQ� D� IUHH�IRU�DOO��ZKLFK�PDNHV� VRFLDO� FRKHVLRQ
LPSRVVLEOH�� DQG� SHQDOL]HV� WKH� ZHDN� DQG� YXOQHUDEOH�� 7KH� ODWWHU� ZDV
GLVPLVVHG� EHFDXVH� LW� SURGXFHV� D� VWDWH�PRQROLWK� DQG� FUXVKHV� DOO� IRUPV� RI
LQGHSHQGHQFH� DQG� HQWHUSULVH�� 7KH� VROXWLRQ� WKHUHIRUH� OLHV� LQ� D� EOHQG� RI
PDUNHW� FRPSHWLWLRQ� DQG� JRYHUQPHQW� UHJXODWLRQ�� RU� ZKDW� WKH� 8.� SULPH
PLQLVWHU�+DUROG�0DFPLOODQ�FDOOHGߝ�SULYDWH�HQWHUSULVH�ZLWKRXW�VHOILVKQHVVߞ�
9HU\�VLPLODU�FRQFOXVLRQV�ZHUH�GUDZQ�DIWHU������E\�FRQWLQHQWDO�(XURSHDQ
FRQVHUYDWLYHV��ZKR�HPEUDFHG�WKH�SULQFLSOHV�RI�&KULVWLDQ�GHPRFUDF\��PRVW
ULJRURXVO\�GHYHORSHG�LQ�WKHߝ�VRFLDO�PDUNHWߞ�SKLORVRSK\��VHH�S�������RI�WKH
*HUPDQ�&KULVWLDQ�'HPRFUDWV��&'8���7KLV�SKLORVRSK\�HPEUDFHV�D�PDUNHW
VWUDWHJ\�� LQVRIDU� DV� LW� KLJKOLJKWV� WKH� YLUWXHV� RI� SULYDWH� HQWHUSULVH� DQG
FRPSHWLWLRQ��EXW�LW�LV�VRFLDO��LQ�WKDW�LW�EHOLHYHV�WKDW�WKH�SURVSHULW\�VR�JDLQHG
VKRXOG� EH� HPSOR\HG� IRU� WKH� EURDGHU� EHQHILW� RI� VRFLHW\�� 6XFK� D� SRVLWLRQ
GUDZV� IURP� &DWKROLF� VRFLDO� WKHRU\�� ZKLFK� DGYDQFHV� DQ� RUJDQLF� YLHZ� RI
VRFLHW\� WKDW�VWUHVVHV�VRFLDO�KDUPRQ\��&KULVWLDQ�GHPRFUDF\� WKXV�KLJKOLJKWV
WKH� LPSRUWDQFH�RI� LQWHUPHGLDWH� LQVWLWXWLRQV�� VXFK�DV�FKXUFKHV��XQLRQV�DQG
EXVLQHVV�JURXSV��ERXQG�WRJHWKHU�E\�WKH�QRWLRQ�RIߝ�VRFLDO�SDUWQHUVKLS��7ߞKH
SDWHUQDOLVWLF�VWUDQG�RI�PRGHUQ�FRQVHUYDWLYH� WKRXJKW� LV�RIWHQ� OLQNHG� WR� WKH
LGHD�RIߝ�FRPSDVVLRQDWH�FRQVHUYDWLVPߞ�
&KULVWLDQ�GHPRFUDF\��$Q�LGHRORJLFDO�WHQGHQF\�ZLWKLQ�(XURSHDQ
FRQVHUYDWLVP��FKDUDFWHUL]HG�E\�FRPPLWPHQW�WR�VRFLDO�PDUNHW
SULQFLSOHV�DQG�TXDOLILHG�LQWHUYHQWLRQLVP�
7KH�1HZ�5LJKW
7KH� 1HZ� 5LJKW� UHSUHVHQWV� D� GHSDUWXUH� LQ� FRQVHUYDWLYH� WKRXJKW� WKDW
DPRXQWHG�WR�D�NLQG�RI�FRXQWHU�UHYROXWLRQ�DJDLQVW�ERWK�WKH�SRVW������GULIW
WRZDUGV� VWDWH� LQWHUYHQWLRQ� DQG� WKH� VSUHDG� RI� OLEHUDO� RU� SURJUHVVLYH� VRFLDO
YDOXHV�� 1HZ� 5LJKW� LGHDV� FDQ� EH� WUDFHG� EDFN� WR� WKH� ����V� DQG� WKH
FRQMXQFWLRQ�EHWZHHQ�WKH�DSSDUHQW�IDLOXUH�RI�.H\QHVLDQ�VRFLDO�GHPRFUDF\�
VLJQDOOHG� E\� WKH� HQG� RI� WKH� SRVWZDU� ERRP�� DQG� JURZLQJ� FRQFHUQ� DERXW
VRFLDO� EUHDNGRZQ� DQG� WKH� GHFOLQH� RI� DXWKRULW\�� 6XFK� LGHDV� KDG� WKHLU
JUHDWHVW�LPSDFW�LQ�WKH�8.�DQG�WKH�86$��ZKHUH�WKH\�ZHUH�DUWLFXODWHG�LQ�WKH
����V�LQ�WKH�IRUP�RI�7KDWFKHULVP�DQG�5HDJDQLVP��UHVSHFWLYHO\��7KH\�KDYH
DOVR� KDG� D�ZLGHU�� HYHQ�ZRUOGZLGH�� LQIOXHQFH� LQ� EULQJLQJ� DERXW� D� JHQHUDO
VKLIW�IURP�VWDWH��WR�PDUNHW�RULHQWDWHG�IRUPV�RI�RUJDQL]DWLRQ��+RZHYHU��WKH
1HZ� 5LJKW� GRHV� QRW� VR� PXFK� FRQVWLWXWH� D� FRKHUHQW� DQG� V\VWHPDWLF

��



SKLORVRSK\�DV�DQ�DWWHPSW� WR�PDUU\� WZR�GLVWLQFW� WUDGLWLRQV��XVXDOO\� WHUPHG
�ߞQHROLEHUDOLVPߝ DQG� ��ߞQHRFRQVHUYDWLVPߝ $OWKRXJK� WKHUH� LV� SROLWLFDO� DQG
LGHRORJLFDO�WHQVLRQ�EHWZHHQ�WKHVH�WZR��WKH\�FDQ�EH�FRPELQHG�LQ�VXSSRUW�RI
WKH�JRDO�RI�D�VWURQJ�EXW�PLQLPDO�VWDWH��LQ�$QGUHZ�*DPEOHߞV��������ZRUGV�
�ߞWKH�IUHH�HFRQRP\�DQG�WKH�VWURQJ�VWDWHߝ

.(<�7+,1.(5�
)5,('5,&+�921�+$<(.��������ߙ���

6RXUFH��*HWW\�,PDJHV�/DXUHQW�0DRXV
$XVWULDQ� HFRQRPLVW� DQG� SROLWLFDO� SKLORVRSKHU�� $Q� DFDGHPLF� ZKR
WDXJKW�DW�WKH�/RQGRQ�6FKRRO�RI�(FRQRPLFV�DQG�WKH�8QLYHUVLWLHV�RI
&KLFDJR��)UHLEXUJ�DQG�6DO]EXUJ��+D\HN�ZDV�DZDUGHG� WKH�1REHO
3UL]H� IRU� (FRQRPLFV� LQ� ������ $V� DQ� H[SRQHQW� RI� WKH� VR�FDOOHG
�XVWULDQ$ߝ 6FKRROߞ�� KH� ZDV� D� ILUP� EHOLHYHU� LQ� LQGLYLGXDOLVP� DQG
PDUNHW�RUGHU��DQG�DQ�LPSODFDEOH�FULWLF�RI�VRFLDOLVP��7KH�5RDG�WR
6HUIGRP� ������� ZDV� D� SLRQHHULQJ� ZRUN� WKDW� DWWDFNHG� HFRQRPLF
LQWHUYHQWLRQLVP��,Q�ODWHU�ZRUNV�VXFK�DV�7KH�&RQVWLWXWLRQ�RI�/LEHUW\
�������DQG�/DZ��/HJLVODWLRQ�DQG�/LEHUW\��������+D\HN�GHYHORSHG
WKHPHV�LQ�SROLWLFDO�SKLORVRSK\��+D\HNߞV�ZULWLQJV�IXVHG�OLEHUDO�DQG
FRQVHUYDWLYH� HOHPHQWV�� DQG� KDG� D� FRQVLGHUDEOH� LPSDFW� RQ� WKH
HPHUJHQW�1HZ�5LJKW�

1HROLEHUDOLVP
1HROLEHUDOLVP� �VHH� S�� ����� LV� DQ� XSGDWHG� YHUVLRQ� RI� FODVVLFDO� SROLWLFDO
HFRQRP\� WKDW� ZDV� GHYHORSHG� LQ� WKH� ZULWLQJV� RI� IUHH�PDUNHW� HFRQRPLVWV
VXFK� DV� )ULHGULFK� +D\HN� DQG� 0LOWRQ� )ULHGPDQ� �VHH� S�� ������ DQG
SKLORVRSKHUV� VXFK� DV� 5REHUW� 1R]LFN� �VHH� S�� ����� 7KH� FHQWUDO� SLOODUV� RI
QHROLEHUDOLVP�DUH� WKH�PDUNHW� DQG� WKH� LQGLYLGXDO��7KH�SULQFLSDO� QHROLEHUDO
JRDO�LV�WRߝ�UROO�EDFN�WKH�IURQWLHUV�RI�WKH�VWDWHߞ��LQ�WKH�EHOLHI�WKDW�XQUHJXODWHG
PDUNHW� FDSLWDOLVP� ZLOO� GHOLYHU� HIILFLHQF\�� JURZWK� DQG� ZLGHVSUHDG
SURVSHULW\�� ,Q� WKLV� YLHZ�� WKH� �GHDGߝ KDQGߞ� RI� WKH� VWDWH� VDSV� LQLWLDWLYH� DQG
GLVFRXUDJHV�HQWHUSULVH��JRYHUQPHQW��KRZHYHU�ZHOO�LQWHQWLRQHG�� LQYDULDEO\
KDV� D� GDPDJLQJ� HIIHFW� RQ� KXPDQ� DIIDLUV�� 7KLV� LV� UHIOHFWHG� LQ� WKH� OLEHUDO
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1HZ�5LJKWߞV�FRQFHUQ�ZLWK�WKH�SROLWLFV�RI�RZQHUVKLS��DQG�LWV�SUHIHUHQFH�IRU
SULYDWH�HQWHUSULVH�RYHU�VWDWH�HQWHUSULVH�RU�QDWLRQDOL]DWLRQ��LQ�VKRUWߝ��SULYDWH�
JRRG�� SXEOLF�� EDGߞ�� 6XFK� LGHDV� DUH� DVVRFLDWHG� ZLWK� D� IRUP� RI� UXJJHG
LQGLYLGXDOLVP�� H[SUHVVHG� LQ� 0DUJDUHW� 7KDWFKHUߞV� IDPRXV� DVVHUWLRQ� WKDW
��7KHߞWKHUH�LV�QR�VXFK�WKLQJ�DV�VRFLHW\��RQO\�LQGLYLGXDOV�DQG�WKHLU�IDPLOLHVߝ
�ߞQDQQ\�VWDWHߝ LV� VHHQ� WR� EUHHG� D� FXOWXUH� RI� GHSHQGHQFH� DQG� WR� XQGHUPLQH
IUHHGRP�� ZKLFK� LV� XQGHUVWRRG� DV� IUHHGRP� RI� FKRLFH� LQ� WKH� PDUNHWSODFH�
,QVWHDG�� IDLWK� LV� SODFHG� LQ� VHOI�KHOS�� LQGLYLGXDO� UHVSRQVLELOLW\�� DQG
HQWUHSUHQHXULDOLVP��6XFK�LGHDV�DUH�ZLGHO\�VHHQ�WR�EH�DGYDQFHG�WKURXJK�WKH
SURFHVV� RI� JOREDOL]DWLRQ� �VHH� S�� ������ YLHZHG� E\� VRPH� DV� QHROLEHUDO
JOREDOL]DWLRQ�
1DQQ\�VWDWH��$�VWDWH�ZLWK�H[WHQVLYH�VRFLDO�UHVSRQVLELOLWLHV��WKH�WHUP
LPSOLHV�WKDW�ZHOIDUH�SURJUDPPHV�DUH�XQZDUUDQWHG�DQG�GHPHDQLQJ
WR�WKH�LQGLYLGXDO�
1HRFRQVHUYDWLVP
1HRFRQVHUYDWLVP� UHDVVHUWV� QLQHWHHQWK�FHQWXU\� FRQVHUYDWLYH� VRFLDO
SULQFLSOHV�� 7KH� FRQVHUYDWLYH� 1HZ� 5LJKW� ZLVKHV�� DERYH� DOO�� WR� UHVWRUH
DXWKRULW\� DQG� UHWXUQ� WR� WUDGLWLRQDO� YDOXHV�� QRWDEO\� WKRVH� OLQNHG� WR� WKH
IDPLO\�� UHOLJLRQ� DQG� WKH� QDWLRQ��$XWKRULW\� LV� VHHQ� DV� JXDUDQWHHLQJ� VRFLDO
VWDELOLW\��RQ�WKH�EDVLV�WKDW�LW�JHQHUDWHV�GLVFLSOLQH�DQG�UHVSHFW��ZKLOH�VKDUHG
YDOXHV�DQG�D�FRPPRQ�FXOWXUH�DUH�EHOLHYHG�WR�JHQHUDWH�VRFLDO�FRKHVLRQ�DQG
PDNH� FLYLOL]HG� H[LVWHQFH� SRVVLEOH�� 7KH� HQHPLHV� RI� QHRFRQVHUYDWLVP� DUH
WKHUHIRUH�SHUPLVVLYHQHVV�� WKH�FXOW�RI� WKH�VHOI�DQGߝ�GRLQJ�RQHߞV�RZQ�WKLQJߞ�
WKRXJKW� RI� DV� WKH� YDOXHV� RI� WKH� ����V�� ,QGHHG��PDQ\� RI� WKRVH�ZKR� VW\OH
WKHPVHOYHV� QHRFRQVHUYDWLYHV� LQ� WKH� 86$� DUH� IRUPHU� OLEHUDOV� ZKR� JUHZ
GLVLOOXVLRQHG� ZLWK� WKH� SURJUHVVLYH� UHIRUPV� RI� WKH� .HQQHG\ߙ-RKQVRQ� HUD�
$QRWKHU�DVSHFW�RI�QHRFRQVHUYDWLVP�LV�WKH�WHQGHQF\�WR�YLHZ�WKH�HPHUJHQFH
RI� PXOWLFXOWXUDO� DQG� PXOWL�UHOLJLRXV� VRFLHWLHV� ZLWK� FRQFHUQ�� RQ� WKH� EDVLV
WKDW� WKH\� DUH� FRQIOLFW�ULGGHQ� DQG� LQKHUHQWO\� XQVWDEOH�� 7KLV� SRVLWLRQ� DOVR
WHQGV�WR�EH�OLQNHG�WR�DQ�LQVXODU�IRUP�RI�QDWLRQDOLVP�WKDW�LV�VFHSWLFDO�DERXW
ERWK� PXOWLFXOWXUDOLVP� �VHH� S�� ����� DQG� WKH� JURZLQJ� LQIOXHQFH� RI
VXSUDQDWLRQDO� ERGLHV� VXFK� DV� WKH�81� DQG� WKH� (8��1HRFRQVHUYDWLVP� DOVR
GHYHORSHG�LQWR�D�GLVWLQFWLYH�DSSURDFK�WR�IRUHLJQ�SROLF\��SDUWLFXODUO\�LQ�WKH
86$�XQGHU�*HRUJH�%XVK� -U�� OLQNHG� WR� DWWHPSWV� WR� FRQVROLGDWH�86�JOREDO
GRPLQDWLRQ��LQ�SDUW�WKURXJK�PLOLWDULO\�LPSRVHGߝ�UHJLPH�FKDQJHߞ�
3HUPLVVLYHQHVV��7KH�ZLOOLQJQHVV�WR�DOORZ�SHRSOH�WR�PDNH�WKHLU�RZQ
PRUDO�FKRLFHV��SHUPLVVLYHQHVV�VXJJHVWV�WKDW�WKHUH�DUH�QR
DXWKRULWDWLYH�YDOXHV�
6RFLDOLVP
$OWKRXJK�VRFLDOLVW�LGHDV�FDQ�EH�WUDFHG�EDFN�WR�WKH�/HYHOOHUV�DQG�'LJJHUV�RI
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WKH� VHYHQWHHQWK� FHQWXU\�� RU� WR� 7KRPDV�0RUHߞV�8WRSLD� �>����@� ������� RU
HYHQ� 3ODWRߞV�5HSXEOLF�� VRFLDOLVP� GLG� QRW� WDNH� VKDSH� DV� D� SROLWLFDO� FUHHG
XQWLO� WKH� HDUO\� QLQHWHHQWK� FHQWXU\�� ,W� GHYHORSHG� DV� D� UHDFWLRQ� DJDLQVW� WKH
HPHUJHQFH�RI�LQGXVWULDO�FDSLWDOLVP��6RFLDOLVP�ILUVW�DUWLFXODWHG�WKH�LQWHUHVWV
RI�DUWLVDQV�DQG�FUDIWVPHQ� WKUHDWHQHG�E\� WKH�VSUHDG�RI� IDFWRU\�SURGXFWLRQ�
EXW� LW�ZDV�VRRQ�EHLQJ� OLQNHG� WR� WKH�JURZLQJ� LQGXVWULDO�ZRUNLQJ�FODVV�� WKH
�\IDFWRUߝ IRGGHUߞ�RI� HDUO\� LQGXVWULDOL]DWLRQ�� ,Q� LWV� HDUOLHVW� IRUPV�� VRFLDOLVP
WHQGHG� WR� KDYH� D� IXQGDPHQWDOLVW� �VHH� S�� ����� XWRSLDQ� DQG� UHYROXWLRQDU\
FKDUDFWHU�� ,WV� JRDO� ZDV� WR� DEROLVK� D� FDSLWDOLVW� HFRQRP\� EDVHG� RQ�PDUNHW
H[FKDQJH�� DQG� UHSODFH� LW� ZLWK� D� TXDOLWDWLYHO\� GLIIHUHQW� VRFLDOLVW� VRFLHW\�
XVXDOO\�WR�EH�FRQVWUXFWHG�RQ�WKH�SULQFLSOH�RI�FRPPRQ�RZQHUVKLS��7KH�PRVW
LQIOXHQWLDO�UHSUHVHQWDWLYH�RI�WKLV�EUDQG�RI�VRFLDOLVP�ZDV�.DUO�0DU[��ZKRVH
LGHDV� SURYLGHG� WKH� IRXQGDWLRQV� IRU� WZHQWLHWK�FHQWXU\� FRPPXQLVP� �VHH�S�
�����
)URP� WKH� ODWH� QLQHWHHQWK� FHQWXU\�RQZDUGV�� KRZHYHU�� D� UHIRUPLVW� VRFLDOLVW
WUDGLWLRQ� HPHUJHG� WKDW� UHIOHFWHG� WKH� JUDGXDO� LQWHJUDWLRQ� RI� WKH� ZRUNLQJ
FODVVHV� LQWR� FDSLWDOLVW� VRFLHW\� WKURXJK� DQ� LPSURYHPHQW� LQ� ZRUNLQJ
FRQGLWLRQV�DQG�ZDJHV��DQG�WKH�JURZWK�RI�WUDGH�XQLRQV�DQG�VRFLDOLVW�SROLWLFDO
SDUWLHV��7KLV�EUDQG�RI� VRFLDOLVP�SURFODLPHG� WKH�SRVVLELOLW\�RI� D� SHDFHIXO�
JUDGXDO� DQG� OHJDO� WUDQVLWLRQ� WR� VRFLDOLVP�� EURXJKW� DERXW� WKURXJK� WKH
DGRSWLRQ� RI� WKH� �\SDUOLDPHQWDUߝ URDGߞ�� 5HIRUPLVW� VRFLDOLVP� GUHZ� RQ� WZR
VRXUFHV��7KH�ILUVW�ZDV�D�KXPDQLVW� WUDGLWLRQ�RI�HWKLFDO�VRFLDOLVP�� OLQNHG� WR
WKLQNHUV�VXFK�DV�5REHUW�2ZHQ��ߙ�����������&KDUOHV�)RXULHU��ߙ���������
DQG� :LOOLDP� 0RUULV� �ߙ��������� 7KH� VHFRQG� ZDV� D� IRUP� RI� UHYLVLRQLVW
0DU[LVP�GHYHORSHG�SULPDULO\�E\�(GXDUG�%HUQVWHLQ��VHH�S������
5HYLVLRQLVP��7KH�PRGLILFDWLRQ�RI�RULJLQDO�RU�HVWDEOLVKHG�EHOLHIV�
UHYLVLRQLVP�FDQ�LPSO\�WKH�DEDQGRQPHQW�RI�SULQFLSOH�RU�D�ORVV�RI
FRQYLFWLRQ�
'XULQJ�PXFK� RI� WKH� WZHQWLHWK� FHQWXU\�� WKH� VRFLDOLVW�PRYHPHQW�ZDV� WKXV
GLYLGHG� LQWR� WZR� ULYDO� FDPSV�� 5HYROXWLRQDU\� VRFLDOLVWV�� IROORZLQJ� WKH
H[DPSOH� RI� /HQLQ� DQG� WKH� %ROVKHYLNV�� FDOOHG� WKHPVHOYHV� �ߞFRPPXQLVWVߝ
ZKLOH�UHIRUPLVW�VRFLDOLVWV��ZKR�SUDFWLVHG�D�IRUP�RI�FRQVWLWXWLRQDO�SROLWLFV�
HPEUDFHG� ZKDW� LQFUHDVLQJO\� FDPH� WR� EH� FDOOHG� �VRFLDOߝ GHPRFUDF\ߞ�� 7KLV
ULYDOU\� IRFXVHG� QRW� RQO\� RQ� WKH� PRVW� DSSURSULDWH� PHDQV� RI� DFKLHYLQJ
VRFLDOLVP�� EXW� DOVR� RQ� WKH� QDWXUH� RI� WKH� VRFLDOLVW� JRDO� LWVHOI�� 6RFLDO
GHPRFUDWV�WXUQHG�WKHLU�EDFNV�RQ�IXQGDPHQWDOLVW�SULQFLSOHV�VXFK�DV�FRPPRQ
RZQHUVKLS� DQG� SODQQLQJ�� DQG� UHFDVW� VRFLDOLVP� LQ� WHUPV� RI� ZHOIDUH�
UHGLVWULEXWLRQ� DQG� HFRQRPLF� PDQDJHPHQW�� %RWK� IRUPV� RI� VRFLDOLVP�
KRZHYHU��H[SHULHQFHG�FULVHV�LQ�WKH�ODWH�WZHQWLHWK�FHQWXU\�WKDW�HQFRXUDJHG
VRPH� WR� SURFODLP� WKH� �GHDWKߝ RI� VRFLDOLVPߞ� DQG� WKH� HPHUJHQFH� RI� D� SRVW�
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VRFLDOLVW�VRFLHW\��7KH�PRVW�GUDPDWLF�HYHQW�LQ�WKLV�SURFHVV�ZDV�WKH�FROODSVH
RI� FRPPXQLVP� EURXJKW� DERXW� E\� WKH� (DVWHUQ� (XURSHDQ� UHYROXWLRQV� RI
�����ߙ���EXW�WKHUH�ZDV�DOVR�D�FRQWLQXHG�UHWUHDW�RI�VRFLDO�GHPRFUDF\�IURP
WUDGLWLRQDO�SULQFLSOHV��PDNLQJ�LW��VRPH�ZRXOG�DUJXH��LQGLVWLQJXLVKDEOH�IURP
PRGHUQ�OLEHUDOLVP�

.(<�,'($6�
62&,$/,60
&RPPXQLW\�7KH�FRUH�RI�VRFLDOLVP�LV�WKH�YLVLRQ�RI�KXPDQ�EHLQJVߊ
DV� VRFLDO� FUHDWXUHV� OLQNHG� E\� WKH� H[LVWHQFH� RI� D� FRPPRQ
KXPDQLW\�� $V� WKH� SRHW� -RKQ�'RQQH� SXW� LW�� �QR�PDQߝ LV� DQ� ,VODQG
HQWLUH�RI�LWVHOI��HYHU\�PDQ�LV�D�SLHFH�RI�WKH�&RQWLQHQW��D�SDUW�RI�WKH
PDLQߞ�� 7KLV� UHIHUV� WR� WKH� LPSRUWDQFH� RI� FRPPXQLW\�� DQG� LW
KLJKOLJKWV� WKH�GHJUHH� WR�ZKLFK� LQGLYLGXDO� LGHQWLW\� LV� IDVKLRQHG�E\
VRFLDO�LQWHUDFWLRQ�DQG�PHPEHUVKLS�RI�VRFLDO�JURXSV�DQG�FROOHFWLYH
ERGLHV��6RFLDOLVWV�DUH� LQFOLQHG�WR�HPSKDVL]H�QXUWXUH�RYHU�QDWXUH�
DQG� WR� H[SODLQ� LQGLYLGXDO� EHKDYLRXU� PDLQO\� LQ� WHUPV� RI� VRFLDO
IDFWRUV��UDWKHU�WKDQ�LQQDWH�TXDOLWLHV�

)UDWHUQLW\��V$ߊ KXPDQ� EHLQJV� VKDUH� D� FRPPRQ� KXPDQLW\�� WKH\
DUH� ERXQG� WRJHWKHU� E\� D� VHQVH� RI� FRPUDGHVKLS� RU� IUDWHUQLW\
�OLWHUDOO\�PHDQLQJ� ���EXW�EURDGHQHGߞEURWKHUKRRGߝ LQ� WKLV�FRQWH[W� WR
HPEUDFH� DOO� KXPDQV��� 7KLV� HQFRXUDJHV� VRFLDOLVWV� WR� SUHIHU
FRRSHUDWLRQ� WR� FRPSHWLWLRQ�� DQG� WR� IDYRXU� FROOHFWLYLVP� RYHU
LQGLYLGXDOLVP� �VHH� S�� ������ ,Q� WKLV� YLHZ�� FRRSHUDWLRQ� HQDEOHV
SHRSOH� WR� KDUQHVV� WKHLU� FROOHFWLYH� HQHUJLHV� DQG� VWUHQJWKHQV� WKH
ERQGV� RI� FRPPXQLW\�� ZKLOH� FRPSHWLWLRQ� SLWV� LQGLYLGXDOV� DJDLQVW
HDFK�RWKHU��EUHHGLQJ�UHVHQWPHQW��FRQIOLFW�DQG�KRVWLOLW\�

6RFLDO� HTXDOLW\��\TXDOLW)ߊ �VHH� S�� ����� LV� WKH� FHQWUDO� YDOXH� RI
VRFLDOLVP�� 6RFLDOLVP� LV� VRPHWLPHV� SRUWUD\HG� DV� D� IRUP� RI
HJDOLWDULDQLVP�� WKH� EHOLHI� LQ� WKH� SULPDF\� RI� HTXDOLW\� RYHU� RWKHU
YDOXHV�� ,Q� SDUWLFXODU�� VRFLDOLVWV� HPSKDVL]H� WKH� LPSRUWDQFH� RI
VRFLDO�HTXDOLW\��DQ�HTXDOLW\�RI�RXWFRPH�DV�RSSRVHG�WR�HTXDOLW\�RI
RSSRUWXQLW\��7KH\�EHOLHYH�WKDW�D�PHDVXUH�RI�VRFLDO�HTXDOLW\�LV�WKH
HVVHQWLDO�JXDUDQWHH�RI�VRFLDO�VWDELOLW\�DQG�FRKHVLRQ��HQFRXUDJLQJ
LQGLYLGXDOV� WR� LGHQWLI\� ZLWK� WKHLU� IHOORZ� KXPDQ� EHLQJV�� ,W� DOVR
SURYLGHV� WKH� EDVLV� IRU� WKH� H[HUFLVH� RI� OHJDO� DQG� SROLWLFDO� ULJKWV�
+RZHYHU�� VRFLDOLVWV� GLVDJUHH� DERXW� WKH� H[WHQW� WR� ZKLFK� VRFLDO
HTXDOLW\� FDQ�DQG�VKRXOG�EH�EURXJKW�DERXW��:KLOH�0DU[LVWV� KDYH

��



EHOLHYHG� LQ� DEVROXWH� VRFLDO� HTXDOLW\�� EURXJKW� DERXW� E\� WKH
FROOHFWLYL]DWLRQ� RI� SURGXFWLRQ� ZHDOWK�� VRFLDO� GHPRFUDWV� KDYH
IDYRXUHG�PHUHO\�QDUURZLQJ�PDWHULDO�LQHTXDOLWLHV��RIWHQ�EHLQJ�PRUH
FRQFHUQHG�ZLWK�HTXDOL]LQJ�RSSRUWXQLWLHV�WKDQ�RXWFRPHV�

1HHG�PSDWK\�IRU�HTXDOLW\�DOVR�UHIOHFWV�WKH�VRFLDOLVW�EHOLHI�WKDW\6ߊ
PDWHULDO� EHQHILWV� VKRXOG� EH� GLVWULEXWHG� RQ� WKH� EDVLV� RI� QHHG�
UDWKHU� WKDQ� VLPSO\� RQ� WKH� EDVLV� RI� PHULW� RU� ZRUN�� 7KH� FODVVLF
IRUPXODWLRQ�RI�WKLV�SULQFLSOH�LV�IRXQG�LQ�0DU[ߞV�FRPPXQLVW�SULQFLSOH
RI� GLVWULEXWLRQ�� �IURPߝ HDFK� DFFRUGLQJ� WR� KLV� DELOLW\�� WR� HDFK
DFFRUGLQJ�WR�KLV�QHHG��7ߞKLV�UHIOHFWV�WKH�EHOLHI�WKDW�WKH�VDWLVIDFWLRQ
RI�EDVLF�QHHGV� �KXQJHU�� WKLUVW�� VKHOWHU��KHDOWK��SHUVRQDO�VHFXULW\�
DQG�VR�RQ��LV�D�SUHUHTXLVLWH�IRU�D�ZRUWKZKLOH�KXPDQ�H[LVWHQFH�DQG
SDUWLFLSDWLRQ�LQ�VRFLDO�OLIH��&OHDUO\��KRZHYHU��GLVWULEXWLRQ�DFFRUGLQJ
WR� QHHG� UHTXLUHV� SHRSOH� WR� EH� PRWLYDWHG� E\� PRUDO� LQFHQWLYHV�
UDWKHU�WKDQ�MXVW�PDWHULDO�RQHV�

6RFLDO�FODVV�6RFLDOLVP�KDV�RIWHQ�EHHQ�DVVRFLDWHG�ZLWK�D�IRUP�RIߊ
FODVV�SROLWLFV��)LUVW�� VRFLDOLVWV� KDYH� WHQGHG� WR� DQDO\VH� VRFLHW\� LQ
WHUPV�RI�WKH�GLVWULEXWLRQ�RI�LQFRPH�RU�ZHDOWK��DQG�WKH\�KDYH�WKXV
VHHQ�VRFLDO�FODVV� �VHH�S�������DV�D�VLJQLILFDQW� �XVXDOO\� WKH�PRVW
VLJQLILFDQW�� VRFLDO� FOHDYDJH�� 6HFRQG�� VRFLDOLVP� KDV� WUDGLWLRQDOO\
EHHQ�DVVRFLDWHG�ZLWK�WKH�LQWHUHVWV�RI�DQ�RSSUHVVHG�DQG�H[SORLWHG
ZRUNLQJ�FODVV��KRZHYHU�GHILQHG���DQG�LW�KDV�WUDGLWLRQDOO\�UHJDUGHG
WKH� ZRUNLQJ� FODVV� DV� DQ� DJHQW� RI� VRFLDO� FKDQJH�� HYHQ� VRFLDO
UHYROXWLRQ�� 1HYHUWKHOHVV�� FODVV� GLYLVLRQV� DUH� UHPHGLDEOH�� WKH
VRFLDOLVW� JRDO� LV� HLWKHU� WKH� HUDGLFDWLRQ� RI� HFRQRPLF� DQG� VRFLDO
LQHTXDOLWLHV��RU�WKHLU�VXEVWDQWLDO�UHGXFWLRQ�

&RPPRQ� RZQHUVKLS��7KHߊ UHODWLRQVKLS� EHWZHHQ� VRFLDOLVP� DQG
FRPPRQ�RZQHUVKLS�KDV�EHHQ�GHHSO\�FRQWURYHUVLDO��6RPH� VHH� LW
DV�WKH�HQG�RI�VRFLDOLVP�LWVHOI��DQG�RWKHUV�VHH�LW�LQVWHDG�VLPSO\�DV
D� PHDQV� RI� JHQHUDWLQJ� EURDGHU� HTXDOLW\�� 7KH� VRFLDOLVW� FDVH� IRU
FRPPRQ� RZQHUVKLS� �LQ� WKH� IRUP� RI� HLWKHU� 6RYLHW�VW\OH� VWDWH
FROOHFWLYL]DWLRQ��RU� VHOHFWLYH�QDWLRQDOL]DWLRQ� �D� ��ߞ\PL[HG�HFRQRPߝ
LV� WKDW� LW� LV� D� PHDQV� RI� KDUQHVVLQJ� PDWHULDO� UHVRXUFHV� WR� WKH
FRPPRQ� JRRG�� ZLWK� SULYDWH� SURSHUW\� EHLQJ� VHHQ� WR� SURPRWH
VHOILVKQHVV�� DFTXLVLWLYHQHVV� DQG� VRFLDO� GLYLVLRQ�� 0RGHUQ
VRFLDOLVP�� KRZHYHU�� KDV�PRYHG� DZD\� IURP� WKLV� QDUURZ� FRQFHUQ
ZLWK�WKH�SROLWLFV�RI�RZQHUVKLS�

0DU[LVP
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$V�D�WKHRUHWLFDO�V\VWHP��0DU[LVP�KDV�FRQVWLWXWHG�WKH�SULQFLSDO�DOWHUQDWLYH
WR� WKH� OLEHUDO� UDWLRQDOLVP� WKDW� KDV� GRPLQDWHG� :HVWHUQ� FXOWXUH� DQG
LQWHOOHFWXDO�HQTXLU\�LQ�WKH�PRGHUQ�SHULRG��$V�D�SROLWLFDO�IRUFH��LQ�WKH�IRUP
RI�WKH�LQWHUQDWLRQDO�FRPPXQLVW�PRYHPHQW��0DU[LVP�KDV�DOVR�EHHQ�VHHQ�DV
WKH�PDMRU� HQHP\� RI�:HVWHUQ� FDSLWDOLVP�� DW� OHDVW� LQ� WKH� SHULRG� ���ߙ����
7KLV�KLJKOLJKWV�D�FHQWUDO�GLIILFXOW\�LQ�GHDOLQJ�ZLWK�0DU[LVP��WKH�GLIIHUHQFH
EHWZHHQ�0DU[LVP�DV�D�VRFLDO�SKLORVRSK\�GHULYHG�IURP�WKH�FODVVLF�ZULWLQJV
RI� .DUO� 0DU[� DQG� )ULHGULFK� (QJHOV� �ߙ��������� DQG� WKH� SKHQRPHQRQ� RI
WZHQWLHWK�FHQWXU\� FRPPXQLVP�� ZKLFK� LQ� PDQ\� ZD\V� GHSDUWHG� IURP� DQG
UHYLVHG�FODVVLFDO�SULQFLSOHV��7KXV��WKH�FROODSVH�RI�FRPPXQLVP�DW�WKH�HQG�RI
WKH�WZHQWLHWK�FHQWXU\�QHHG�QRW�EHWRNHQ�WKH�GHDWK�RI�0DU[LVP�DV�D�SROLWLFDO
LGHRORJ\��LQGHHG��LW�PD\�JLYH�0DU[LVP��QRZ�GLYRUFHG�IURP�WKH�YHVWLJHV�RI
/HQLQLVP�DQG�6WDOLQLVP��D�IUHVK�OHDVH�RI�OLIH�
/HQLQLVP��/HQLQߞV�WKHRUHWLFDO�FRQWULEXWLRQV�WR�0DU[LVP��QRWDEO\�KLV
EHOLHI�LQ�WKH�QHHG�IRU�Dߝ�YDQJXDUGߞ�SDUW\�WR�UDLVH�WKH�SUROHWDULDW�WR
FODVV�FRQVFLRXVQHVV�
6WDOLQLVP��7KH�VWUXFWXUHV�RI�6WDOLQߞV�8665��HVSHFLDOO\�D�FHQWUDOO\
SODFHG�HFRQRP\�OLQNHG�WR�V\VWHPDWLF�DQG�EUXWDO�SROLWLFDO�RSSUHVVLRQ�
0DU[ߞV�LGHDV�DQG�WKHRULHV�UHDFKHG�D�ZLGHU�DXGLHQFH�DIWHU�KLV�GHDWK��ODUJHO\
WKURXJK� WKH� ZULWLQJV� RI� KLV� OLIHORQJ� FROODERUDWRU� (QJHOV�� WKH� *HUPDQ
VRFLDOLVW� OHDGHU� .DUO� .DXWVN\� ��ߙ��������� DQG� WKH� 5XVVLDQ� WKHRUHWLFLDQ
*HRUJL� 3OHNKDQRY� ��ߙ���������� $� IRUP� RI� RUWKRGR[� 0DU[LVP�� XVXDOO\
WHUPHGߝ�GLDOHFWLFDO�PDWHULDOLVPߞ� �D� WHUP� FRLQHG� E\�3OHNKDQRY�� QRW�0DU[��
FDPH� LQWR� H[LVWHQFH�� DQG� ZDV� ODWHU� XVHG� DV� WKH� EDVLV� IRU� 6RYLHW
FRPPXQLVP��7KLV� �\�0DU[LVP�XQGRXEWHGOߞYXOJDUߝ SODFHG� D� KHDYLHU� VWUHVV
RQ�PHFKDQLVWLF� WKHRULHV� DQG�KLVWRULFDO� GHWHUPLQLVP� WKDQ�GLG�0DU[ߞV�RZQ
ZULWLQJV�
'LDOHFWLFDO�PDWHULDOLVP��7KH�FUXGH�DQG�GHWHUPLQLVWLF�IRUP�RI
0DU[LVP�WKDW�GRPLQDWHG�LQWHOOHFWXDO�OLIH�LQ�RUWKRGR[�FRPPXQLVW
VWDWHV�
&ODVVLFDO�0DU[LVP
7KH�FRUH�RI�FODVVLFDO�0DU[LVPߙ��WKH�0DU[LVP�RI�0DU[ߙ��LV�D�SKLORVRSK\�RI
KLVWRU\�WKDW�(QJHOV�GHVFULEHG�DV�WKHߝ�PDWHULDOLVW�FRQFHSWLRQ�RI�KLVWRU\ߞ��RU
KLVWRULFDO�PDWHULDOLVP��7KLV�KLJKOLJKWV�WKH�LPSRUWDQFH�RI�HFRQRPLF�OLIH�DQG
WKH�FRQGLWLRQV�XQGHU�ZKLFK�SHRSOH�SURGXFH�DQG�UHSURGXFH�WKHLU�PHDQV�RI
VXEVLVWHQFH��0DU[�KHOG�WKDW� WKH�HFRQRPLFߝ�EDVHߞ��FRQVLVWLQJ�HVVHQWLDOO\�RI
WKHߝ�PRGH�RI�SURGXFWLRQ��RU�HFRQRPLF�V\VWHP��FRQGLWLRQV�RU�GHWHUPLQHV�WKH
LGHRORJLFDO� DQG� SROLWLFDO� ��ߞVXSHUVWUXFWXUHߝ )ROORZLQJ� +HJHO� �VHH� S�� ����
0DU[�EHOLHYHG�WKDW�WKH�GULYLQJ�IRUFH�RI�KLVWRULFDO�FKDQJH�ZDV�WKH�GLDOHFWLF�
D�SURFHVV�RI�LQWHUDFWLRQ�EHWZHHQ�FRPSHWLQJ�IRUFHV�WKDW�UHVXOWV�LQ�D�KLJKHU
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VWDJH� RI� GHYHORSPHQW�� ,Q� LWV� PDWHULDOLVW� YHUVLRQ�� WKLV� PRGHO� LPSOLHV� WKDW
KLVWRULFDO� FKDQJH� LV� D� FRQVHTXHQFH� RI� LQWHUQDO� FRQWUDGLFWLRQV� ZLWKLQ� D
�PRGHߝ RI� SURGXFWLRQߞ�� UHIOHFWHG� LQ� FODVV� FRQIOLFW�� /LNH� DOO� HDUOLHU� FODVV
VRFLHWLHV�� FDSLWDOLVP� LV� WKHUHIRUH� GRRPHG� WR� FROODSVH�� LQ� WKLV� FDVH�� DV� D
UHVXOW�RI�FRQIOLFW�EHWZHHQ�WKH�ERXUJHRLVLH�RU�FDSLWDOLVW�FODVV��WKH�RZQHUV�RI
SURGXFWLYH� ZHDOWK� DQG� WKH� SUROHWDULDW�� ZKR� DUH�� LQ� HIIHFW�� �ZDJHߝ VODYHVߞ�
7KLV� FRQIOLFW� LV� LUUHFRQFLODEOH�� EHFDXVH� WKH� SUROHWDULDW� LV� QHFHVVDULO\� DQG
V\VWHPDWLFDOO\� H[SORLWHG� XQGHU� FDSLWDOLVP�� WKH� ERXUJHRLVLH� OLYLQJ� E\
H[WUDFWLQJߝ�VXUSOXV�YDOXHߞ�IURP�LWV�ODERXU�
+LVWRULFDO�PDWHULDOLVP��7KH�0DU[LVW�WKHRU\�WKDW�KROGV�WKDW
HFRQRPLF�FRQGLWLRQV�XOWLPDWHO\�VWUXFWXUH�ODZ��SROLWLFV��FXOWXUH�DQG
RWKHU�DVSHFWV�RI�VRFLDO�H[LVWHQFH�
$FFRUGLQJ�WR�0DU[��WKH�LQHYLWDEOH�SUROHWDULDQ�UHYROXWLRQ�ZLOO�RFFXU�RQFH�D
VHULHV� RI� GHHSHQLQJ� FULVHV� KDYH� EURXJKW� WKH� SUROHWDULDW� WR� IXOO� FODVV
FRQVFLRXVQHVV��7KLV�ZRXOG�DOORZ�WKH�ZRUNLQJ�PDVVHV�WR�UHFRJQL]H�WKH�IDFW
RI� WKHLU� RZQ� H[SORLWDWLRQ� DQG� VR� EHFRPH� D� UHYROXWLRQDU\� IRUFH�� 7KH
SUROHWDULDQ� UHYROXWLRQ�ZRXOG�XVKHU� LQ� D� WUDQVLWLRQDU\� �ߞVRFLDOLVWߝ SHULRG�RI
GHYHORSPHQW�� FKDUDFWHUL]HG� E\� WKH� �GLFWDWRUVKLSߝ RI� WKH� SUROHWDULDWߞ�
+RZHYHU��DV�FODVV�DQWDJRQLVPV�IDGH�DQG�D�IXOO\�FRPPXQLVW�VRFLHW\�FRPHV
LQWR� H[LVWHQFH�� WKLV� SUROHWDULDQ� VWDWH� ZLOO� �ZLWKHUߝ DZD\ߞ�� PHDQLQJ� WKDW� D
FRPPXQLVW�VRFLHW\�ZLOO�EH�RQH�RI�ERWK�FODVVOHVVQHVV�DQG�VWDWHOHVVQHVV��$V�D
V\VWHP�RIߝ�FRPPRGLW\�SURGXFWLRQߞ�JLYHV�ULVH�WR�RQH�EDVHG�RQߝ�SURGXFWLRQ
IRU�XVHߞ�DQG�JHDUHG� WR� WKH�VDWLVIDFWLRQ�RI�JHQXLQH�KXPDQ�QHHGV�� �WKHߝ IUHH
GHYHORSPHQW� RI� HDFK� ZRXOG� EHFRPH� WKH� SUHFRQGLWLRQ� IRU� WKH� IUHH
GHYHORSPHQW�RI�DOOߞ��0DU[��
'LFWDWRUVKLS�RI�WKH�SUROHWDULDW��$�WHPSRUDU\�SUROHWDULDQ�VWDWH�
HVWDEOLVKHG�WR�SUHYHQW�FRXQWHU�UHYROXWLRQ�DQG�RYHUVHH�WKH�WUDQVLWLRQ
IURP�FDSLWDOLVP�WR�FRPPXQLVP�

.(<�7+,1.(5�
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6RXUFH��*HWW\�,PDJHV�'RQDOGVRQ�&ROOHFWLRQ
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*HUPDQ� SKLORVRSKHU�� HFRQRPLVW� DQG� SROLWLFDO� WKLQNHU�� XVXDOO\
SRUWUD\HG�DV� WKH� IDWKHU�RI� WZHQWLHWK�FHQWXU\�FRPPXQLVP��$IWHU�D
EULHI�FDUHHU�DV�D�XQLYHUVLW\�WHDFKHU��0DU[�WRRN�XS�MRXUQDOLVP�DQG
EHFDPH� LQFUHDVLQJO\� LQYROYHG� ZLWK� WKH� VRFLDOLVW� PRYHPHQW�� +H
VHWWOHG� LQ�/RQGRQ�DIWHU�EHLQJ�H[SHOOHG�IURP�3UXVVLD��DQG�ZRUNHG
IRU� WKH� UHVW� RI� KLV� OLIH� DV� DQ� DFWLYH� UHYROXWLRQDU\� DQG� ZULWHU�
VXSSRUWHG�E\�KLV�IULHQG�DQG�OLIHORQJ�FROODERUDWRU�)ULHGULFK�(QJHOV�
,Q� ������ 0DU[� KHOSHG� WR� IRXQG� WKH� )LUVW� ,QWHUQDWLRQDO�� ZKLFK
FROODSVHG� LQ� ����� EHFDXVH� RI� JURZLQJ� DQWDJRQLVP� EHWZHHQ
0DU[ߞV�VXSSRUWHUV�DQG�DQDUFKLVWV� OHG�E\�%DNXQLQ��0DU[ߞV�FODVVLF
ZRUN�ZDV�WKH�WKUHH�YROXPH�&DSLWDO��>����������������@��������+LV
EHVW�NQRZQ� DQG� PRVW� DFFHVVLEOH� ZRUN� LV� WKH� &RPPXQLVW
0DQLIHVWR��>����@�������

2UWKRGR[�FRPPXQLVP
0DU[LVP� LQ� SUDFWLFH� LV� LQH[WULFDEO\� OLQNHG� WR� WKH� H[SHULHQFH� RI� 6RYLHW
FRPPXQLVP��VHH�S��������DQG�HVSHFLDOO\�WR�WKH�FRQWULEXWLRQ�RI�WKH�ILUVW�WZR
6RYLHW� OHDGHUV�� 9�� ,�� /HQLQ� DQG� -RVHSK� 6WDOLQ� �������ߙ����� ,QGHHG�
WZHQWLHWK�FHQWXU\�FRPPXQLVP� LV�EHVW�XQGHUVWRRG�DV�D� IRUP�RI�0DU[LVPߙ
/HQLQLVP�� WKDW� LV�� DV� RUWKRGR[� 0DU[LVP� PRGLILHG� E\� D� VHW� RI� /HQLQLVW
WKHRULHV� DQG� GRFWULQHV�� /HQLQߞV� FHQWUDO� FRQWULEXWLRQ� WR�0DU[LVP� ZDV� KLV
WKHRU\�RI�WKH�UHYROXWLRQDU\�RU�YDQJXDUG�SDUW\��7KLV�UHIOHFWHG�/HQLQߞV�IHDU
WKDW� WKH� SUROHWDULDW�� GHOXGHG� E\� ERXUJHRLV� LGHDV� DQG� EHOLHIV�� ZRXOG� QRW
UHDOL]H� LWV� UHYROXWLRQDU\� SRWHQWLDO� EHFDXVH� LW� FRXOG� QRW� GHYHORS� EH\RQG
�WUDGH�XQLRQߝ FRQVFLRXVQHVVߞ�� D� GHVLUH� WR� LPSURYH� ZRUNLQJ� DQG� OLYLQJ
FRQGLWLRQV� UDWKHU� WKDQ� WR� RYHUWKURZ� FDSLWDOLVP�� $� UHYROXWLRQDU\� SDUW\�
DUPHG�ZLWK�0DU[LVP��ZDV� WKHUHIRUH�QHHGHG� WR� VHUYH� DV� WKH� YDQJXDUG�RIߝ
WKH� ZRUNLQJ� FODVVߞ�� ,Q� GXH� FRXUVH�� WKLV� �ߞYDQJXDUGߝ RU� �ߞHQLQLVW/ߝ SDUW\�
FRPSRVHG�RI�SURIHVVLRQDO�DQG�GHGLFDWHG�UHYROXWLRQDULHV��EHFDPH�WKH�PRGHO
IRU�FRPPXQLVW�SDUWLHV�DFURVV�WKH�JOREH�
7KH�8665�ZDV�� KRZHYHU��PRUH� SURIRXQGO\� DIIHFWHG� E\� 6WDOLQߞV� VHFRQGߝ
UHYROXWLRQߞ� LQ� WKH� ����V� WKDQ� LW� KDG� EHHQ� E\� WKH� ����� %ROVKHYLN
5HYROXWLRQ�� ,Q� UHVKDSLQJ� 6RYLHW� VRFLHW\�� 6WDOLQ� FUHDWHG� D� PRGHO� RI
RUWKRGR[�FRPPXQLVP�WKDW�ZDV�IROORZHG�LQ�WKH�SRVW������SHULRG�E\�VWDWHV
VXFK� DV� &KLQD�� 1RUWK� .RUHD� DQG� &XED�� DQG� WKURXJKRXW� (DVWHUQ� (XURSH�
:KDW�PD\�EH�FDOOHGߝ�HFRQRPLF�6WDOLQLVPߞ�ZDV�LQLWLDWHG�ZLWK�WKH�ODXQFK�LQ
�����RI� WKH�ILUVW�)LYH�<HDU�3ODQ��ZKLFK�EURXJKW�DERXW� WKH�VZLIW�DQG�WRWDO
HUDGLFDWLRQ� RI� SULYDWH� HQWHUSULVH�� 7KLV� ZDV� IROORZHG� LQ� ����� E\� WKH
FROOHFWLYL]DWLRQ� RI� DJULFXOWXUH�� $OO� UHVRXUFHV� ZHUH� EURXJKW� XQGHU� WKH
FRQWURO� RI� WKH� VWDWH�� DQG� D� V\VWHP� RI� FHQWUDO� SODQQLQJ� GRPLQDWHG� E\� WKH
6WDWH� 3ODQQLQJ� &RPPLWWHH� �*RVSODQ�� ZDV� HVWDEOLVKHG�� 6WDOLQߞV� SROLWLFDO
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FKDQJHV�ZHUH�QR� OHVV�GUDPDWLF��'XULQJ� WKH�����V��6WDOLQ� WUDQVIRUPHG� WKH
8665� LQWR� D� SHUVRQDO� GLFWDWRUVKLS� WKURXJK� D� VHULHV� RI� SXUJHV� WKDW
HUDGLFDWHG� DOO� YHVWLJHV� RI� RSSRVLWLRQ� DQG� GHEDWH� IURP� WKH� &RPPXQLVW
3DUW\�� WKH� VWDWH� EXUHDXFUDF\� DQG� WKH�PLOLWDU\�� ,Q� HIIHFW�� 6WDOLQ� WXUQHG� WKH
8665� LQWR� D� WRWDOLWDULDQ� GLFWDWRUVKLS�� RSHUDWLQJ� WKURXJK� V\VWHPDWLF
LQWLPLGDWLRQ��UHSUHVVLRQ�DQG�WHUURU�

.(<�7+,1.(5�
+(5%(57�0$5&86(�������ߙ����

6RXUFH��*HWW\�,PDJHV�8QLYHUVDO�,PDJHV�*URXS
*HUPDQ�SROLWLFDO�SKLORVRSKHU�DQG�VRFLDO� WKHRULVW��DQG�FR�IRXQGHU
RI� WKH� )UDQNIXUW� 6FKRRO�� $� UHIXJHH� IURP� +LWOHUߞV� *HUPDQ\�
0DUFXVH� OLYHG� LQ� WKH� 86$� IURP� ������ +H� GHYHORSHG� D� IRUP� RI
QHR�0DU[LVP� WKDW� GUHZ� KHDYLO\� RQ� +HJHO� DQG� )UHXG�� 0DUFXVH
FDPH�WR�SURPLQHQFH�LQ�WKH�����V�DV�D�OHDGLQJ�WKLQNHU�RI�WKH�1HZ
/HIW� DQG� D� �ߞJXUXߝ RI� WKH� VWXGHQW� PRYHPHQW�� +H� SRUWUD\HG
DGYDQFHG� LQGXVWULDO� VRFLHW\� DV� DQ� DOO�HQFRPSDVVLQJ� V\VWHP� RI
UHSUHVVLRQ� WKDW� VXEGXHG� DUJXPHQW� DQG� GHEDWH�� DQG� DEVRUEHG
RSSRVLWLRQ�� +LV� KRSHV� UHVWHG� QRW� RQ� WKH� SUROHWDULDW�� EXW� RQ
PDUJLQDOL]HG�JURXSV�VXFK�DV�VWXGHQWV��HWKQLF�PLQRULWLHV��ZRPHQ
DQG�ZRUNHUV� LQ� WKH� GHYHORSLQJ�ZRUOG��+LV�PRVW� LPSRUWDQW�ZRUNV
LQFOXGH� 5HDVRQ� DQG� 5HYROXWLRQ� �������� (URV� DQG� &LYLOL]DWLRQ
�������DQG�2QH�'LPHQVLRQDO�0DQ��������

$OWKRXJK�WKH�PRUH�EUXWDO�IHDWXUHV�RI�RUWKRGR[�FRPPXQLVP�GLG�QRW�VXUYLYH
6WDOLQߞV� GHDWK� LQ� ������ WKH� FRUH� SULQFLSOHV� RI� WKH� /HQLQLVW� SDUW\
�KLHUDUFKLFDO�RUJDQL]DWLRQ�DQG�GLVFLSOLQH��DQG�RI�HFRQRPLF�6WDOLQLVP��VWDWH
FROOHFWLYL]DWLRQ� DQG� FHQWUDO� SODQQLQJ�� VWXEERUQO\� UHVLVWHG� SUHVVXUH� IRU
UHIRUP�� 7KLV� ZDV� KLJKOLJKWHG� E\�*RUEDFKHYߞV� SHUHVWURLND� UHIRUP� SURFHVV
����ߙ������ ZKLFK� PHUHO\� VXFFHHGHG� LQ� H[SRVLQJ� WKH� IDLOLQJV� RI� WKH
SODQQLQJ�V\VWHP��DQG� LQ� UHOHDVLQJ� ORQJ�VXSSUHVVHG�SROLWLFDO� IRUFHV��7KHVH
HYHQWXDOO\�FRQVLJQHG�6RYLHW�FRPPXQLVP�WR�ZKDW�7URWVN\��VHH�S�������KDG�
LQ�YHU\�GLIIHUHQW�FLUFXPVWDQFHV��FDOOHG� �RZHYHU+��ߞ\WKH�GXVWELQ�RI�KLVWRUߝ
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SROLWLFDO� 6WDOLQLVP� VXUYLYHV� LQ� &KLQD�� GHVSLWH� WKH� HPEUDFH� RI� PDUNHW
UHIRUPV�� DQG�1RUWK�.RUHD� UHPDLQV� D� WKRURXJKJRLQJ�RUWKRGR[�FRPPXQLVW
UHJLPH��7KH�FROODSVH�RI�FRPPXQLVP�GXULQJ�WKH������ߙ��SHULRG�LV�ZLGHO\
VHHQ� DV� WKH� PRVW� VLJQLILFDQW� LGHRORJLFDO� HYHQW� RI� WKH� PRGHUQ� SHULRG
EHWRNHQLQJ�� VRPH� KDYH� DUJXHG�� WKH� GHDWK� RI� WKH� ODUJHU� LGHRORJ\� RI
VRFLDOLVP��VHH�S������
3HUHVWURLND���5XVVLDQ��/LWHUDOO\ߝ��UHVWUXFWXULQJߞ��D�VORJDQ�WKDW�UHIHUV
WR�WKH�DWWHPSW�WR�OLEHUDOL]H�DQG�GHPRFUDWL]H�WKH�6RYLHW�V\VWHP�ZLWKLQ
D�FRPPXQLVW�IUDPHZRUN�
1HR�0DU[LVP
$� PRUH� FRPSOH[� DQG� VXEWOH� IRUP� RI� 0DU[LVP� GHYHORSHG� LQ� :HVWHUQ
(XURSH��%\�FRQWUDVW�ZLWK�WKH�PHFKDQLVWLF�DQG�DYRZHGO\�VFLHQWLILF�QRWLRQV
RI�6RYLHW�0DU[LVP��:HVWHUQ�0DU[LVP�RU�QHR�0DU[LVP��VHH�S������WHQGHG
WR�EH�LQIOXHQFHG�E\�+HJHOLDQ�LGHDV�DQG�E\�WKH�VWUHVV�RQ0ߝ�DQ�WKH�FUHDWRUߞ
IRXQG�LQ�0DU[ߞV�HDUO\�ZULWLQJV��,Q�RWKHU�ZRUGV��KXPDQ�EHLQJV�ZHUH�VHHQ�DV
PDNHUV� RI� KLVWRU\�� DQG� QRW� VLPSO\� DV� SXSSHWV� FRQWUROOHG� E\� LPSHUVRQDO
PDWHULDO� IRUFHV�� %\� LQVLVWLQJ� WKDW� WKHUH� ZDV� DQ� LQWHUSOD\� EHWZHHQ
HFRQRPLFV�DQG�SROLWLFV��EHWZHHQ�WKH�PDWHULDO�FLUFXPVWDQFHV�RI�OLIH�DQG�WKH
FDSDFLW\�RI�KXPDQ�EHLQJV�WR�VKDSH�WKHLU�RZQ�GHVWLQLHV��QHR�0DU[LVWV�ZHUH
DEOH� WR� EUHDN� IUHH� IURP� WKH� ULJLG� �ߞVXSHUVWUXFWXUHߙEDVHߝ VWUDLWMDFNHW�� 7KLV
LQGLFDWHG�DQ�XQZLOOLQJQHVV�WR�WUHDW�WKH�FODVV�VWUXJJOH�DV�WKH�EHJLQQLQJ�DQG
HQG�RI�VRFLDO�DQDO\VLV�

32/,7,&6�,1�$&7,21�������
62&,$/,60��$�'($'�,'(2/2*<"
(YHQWV��7KH�HDUO\�WZHQWLHWK�FHQWXU\�ZLWQHVVHG�WKH�IRUZDUG�PDUFK
RI�VRFLDOLVP�LQ�LWV�GLIIHUHQW�IRUPV��7KH�H[SDQVLRQ�RI�WKH�IUDQFKLVH
WR� LQFOXGH�� RYHU� WLPH�� ZRUNLQJ�FODVV� YRWHUV� JDYH� D� SRZHUIXO
LPSHWXV� WR� WKH� JURZWK� RI� GHPRFUDWLF� VRFLDOLVP�� ,Q� ������ IRU
LQVWDQFH��WKH�6RFLDO�'HPRFUDWLF�3DUW\��63'��EHFDPH�WKH�ODUJHVW
SDUW\� LQ� WKH� *HUPDQ� SDUOLDPHQW�� 7KH� ����� 5XVVLDQ� 5HYROXWLRQ
GHPRQVWUDWHG� WKH�SRWHQF\�RI� UHYROXWLRQDU\�VRFLDOLVP��E\� OHDGLQJ
WR� WKH� FUHDWLRQ� RI� WKH� ZRUOGߞV� ILUVW� VRFLDOLVW� VWDWH�� 6RFLDOLVPߞV
LQIOXHQFH�VSUHDG�\HW�PRUH�ZLGHO\�LQ�WKH�DIWHUPDWK�RI�:RUOG�:DU�,,�
$V�RUWKRGR[�FRPPXQLVP�VSUHDG�WKURXJKRXW�(DVWHUQ�(XURSH�DQG
LQWR� &KLQD�� &XED� DQG� EH\RQG�� GHPRFUDWLF� VRFLDOLVW� SDUWLHV�
SUDFWLVLQJ� .H\QHVLDQ� VRFLDO� GHPRFUDF\�� RIWHQ� GRPLQDWHG� WKH
SROLF\� DJHQGD�� HYHQ�� VRPHWLPHV�� FRQYHUWLQJ� OLEHUDO� DQG
FRQVHUYDWLYH� SDUWLHV� WR� �ߞVRFLDOLVW�VW\OHߝ WKLQNLQJ�� +RZHYHU�� WKH
DGYDQFH� RI� VRFLDOLVP� ZDV� UHYHUVHG� LQ� WKH� ILQDO� GHFDGHV� RI� WKH
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WZHQWLHWK�FHQWXU\��7KLV�RFFXUUHG�PRVW�GUDPDWLFDOO\�GXULQJ�����ߙ
��� WKURXJK� WKH� IDOO� RI� FRPPXQLVP� LQ� (DVWHUQ� (XURSH� DQG� WKH
FROODSVH�RI� WKH�6RYLHW�8QLRQ�� ,Q�&KLQD�� DOWKRXJK� WKH� FRPPXQLVW
UHJLPH� VXUYLYHG�� DQ� DFFHOHUDWLQJ� SURFHVV� RI�PDUNHW� UHIRUP�ZDV
EHJXQ�� 'XULQJ� WKH� VDPH� SHULRG�� GHPRFUDWLF� VRFLDOLVW� SDUWLHV� LQ
PDQ\� SDUWV� RI� WKH� ZRUOG� RIWHQ� UHWUHDWHG� IURP� WUDGLWLRQDO� YDOXHV�
DGRSWLQJ�SROLF\�DJHQGDV�WKDW�DSSHDUHG�WR�EH�PRUH�FORVHO\�UHODWHG
WR� OLEHUDOLVP�DQG�FRQVHUYDWLVP� WKDQ� WR�DQ\� UHFRJQL]DEOH� IRUP�RI
VRFLDOLVP�

6RXUFH��*HWW\�,PDJHV�0D[�:KLWWDNHU�6WULQJHU

6LJQLILFDQFH�� 6RFLDOLVP� KDV� XQGRXEWHGO\� JRQH� WKURXJK� VRPH
GLIILFXOW�WLPHV�VLQFH�WKH�ILQDO�GHFDGHV�RI�WKH�WZHQWLHWK�FHQWXU\��%XW
GRHV� WKLV� EHWRNHQ� WKH� HQG� RI� VRFLDOLVP� DV� D� PHDQLQJIXO
LGHRORJLFDO� IRUFH�� LQFDSDEOH� RI� UHYLYDO� RU� UHJHQHUDWLRQ"� 4XLWH
VLPSO\�� LV� VRFLDOLVP� GHDG"� 7KRVH� ZKR� DUJXH� LW� LV� FODLP� WKDW
VRFLDOLVPߞV� GHPLVH� VLPSO\� UHIOHFWV� WKH� PDQLIHVW� VXSHULRULW\� RI
FDSLWDOLVP� RYHU� VRFLDOLVP� DV� DQ� HFRQRPLF� PRGHO�� ,Q� WKLV� YLHZ�
FDSLWDOLVP�LV�D�XQLTXHO\�HIIHFWLYH�PHDQV�RI�JHQHUDWLQJ�ZHDOWK��DQG
WKHUHE\�RI�GHOLYHULQJ�SURVSHULW\��7KLV�LV�EHFDXVH�LW� LV�EDVHG�RQ�D
PDUNHW�PHFKDQLVP� WKDW� QDWXUDOO\� GUDZV� UHVRXUFHV� WR� WKHLU�PRVW
SURILWDEOH�XVH��6RFLDOLVPߞV�NH\�IODZ�LV�WKDW��E\�UHO\LQJ�RQ�WKH�VWDWH
WR� PDNH� HFRQRPLF� OLIH�� ZKHWKHU� WKURXJK� D� V\VWHP� RI
FRPSUHKHQVLYH� SODQQLQJ� RU� D� PL[HG� HFRQRP\�� LW� LV� GRRPHG� WR
LQHIILFLHQF\��$Q\�JURXS�RI�SODQQHUV�RU�RIILFLDOV��KRZHYHU�GHGLFDWHG
DQG� ZHOO�WUDLQHG�� DUH� FHUWDLQ� WR� EH� RYHUZKHOPHG� E\� WKH� VKHHU
FRPSOH[LW\�RI�D�PRGHUQ�HFRQRP\��7KHVH�WKLQJV�KDG�DOZD\V�EHHQ
WKH�FDVH��EXW� WKH\�EHFDPH�SDUWLFXODUO\�DSSDUHQW�ZLWK� WKH�DGYHQW
RI� JOREDOL]DWLRQ� LQ� WKH� ILQDO� GHFDGHV� RI� WKH� WZHQWLHWK� FHQWXU\�
7LPH�� LQ� D� VHQVH�� KDG� FDXJKW� XS� ZLWK� VRFLDOLVP�� *OREDOL]DWLRQ
ZLGHQHG� WKH� JXOI� EHWZHHQ� FDSLWDOLVP� DQG� VRFLDOLVP�� :KLOH
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FDSLWDOLVP� EHQHILWHG� IURP� IUHHU� WUDGH�� QHZ� LQYHVWPHQW
RSSRUWXQLWLHV� DQG� VKDUSHQHG� FRPSHWLWLRQ� LQ� D� JOREDOL]HG
HFRQRP\��VRFLDOLVP�VXIIHUHG�IURP�WKH�IDFW�WKDW�LW�IXUWKHU�UHVWULFWHG
WKH�VFRSH�IRU�QDWLRQDO�HFRQRPLF�PDQDJHPHQW�

6RFLDOLVPߞV�SURVSHFWV�PD\�QRW�EH�VR�JORRP\��KRZHYHU��+RSHV�IRU
WKH�VXUYLYDO�RI�VRFLDOLVP�UHVW�ODUJHO\�RQ�WKH�HQGXULQJ��DQG�SHUKDSV
LQWULQVLF��LPSHUIHFWLRQV�RI�WKH�FDSLWDOLVW�V\VWHP��$V�5DOSK�0LOLEDQG
������� SXW� LW�� �WKHߝ QRWLRQ� WKDW� FDSLWDOLVP� KDV� EHHQ� WKRURXJKO\
WUDQVIRUPHG� DQG� UHSUHVHQWV� WKH� EHVW� WKDW� KXPDQNLQG� FDQ� HYHU
KRSH� WR� DFKLHYH� LV� D� GUHDGIXO� VOXU� RQ� WKH� KXPDQ� UDFHߞ�� ,Q� WKDW
VHQVH��VRFLDOLVP� LV�GHVWLQHG� WR�VXUYLYH� LI�RQO\�EHFDXVH� LW� VHUYHV
DV� D� UHPLQGHU� WKDW� KXPDQ� GHYHORSPHQW� FDQ� H[WHQG� EH\RQG
PDUNHW� LQGLYLGXDOLVP�� 0RUHRYHU�� JOREDOL]DWLRQ� PD\� EULQJ
RSSRUWXQLWLHV� IRU� VRFLDOLVP� DV� ZHOO� DV� FKDOOHQJHV�� -XVW� DV
FDSLWDOLVP� KDV� EHHQ� WUDQVIRUPHG� E\� WKH� JURZLQJ� VLJQLILFDQFH� RI
WKH�VXSUDQDWLRQDO�GLPHQVLRQ�RI�HFRQRPLF�OLIH��VRFLDOLVP�PD\�EH�LQ
WKH� SURFHVV� RI� EHLQJ� WUDQVIRUPHG� LQWR� D� FULWLTXH� RI� JOREDO
H[SORLWDWLRQ�DQG� LQHTXDOLW\��)LQDOO\�� WKHUH� LV�HYLGHQFH�RI�D�UHYLYDO
RI� VRFLDOLVP� LQ� WKH� HPHUJHQFH� RI� OHIW�ZLQJ� SRSXOLVW� SDUWLHV� DQG
PRYHPHQWV��VXFK�DV�WKH�8.�/DERXU�3DUW\�XQGHU�-HUHP\�&RUE\Q�
%HUQLH�6DXQGHUVߞ�FDPSDLJQ�IRU�WKH�'HPRFUDWLF�QRPLQDWLRQ�LQ�WKH
�����86�SUHVLGHQWLDO�HOHFWLRQ��6\UL]D�LQ�*UHHFH�DQG�3RGHPRV�LQ
6SDLQ�

.(<�7+,1.(5�
��ߙ������1,)5167)%�'8$5')���

6RXUFH��*HWW\�,PDJHV�XOOVWHLQ�ELOG�'WO�

*HUPDQ�VRFLDOLVW�SROLWLFLDQ�DQG� WKHRULVW��$Q�HDUO\�PHPEHU�RI� WKH
*HUPDQ�63'��%HUQVWHLQ�EHFDPH�RQH�RI�WKH�OHDGLQJ�DGYRFDWHV�RI
UHYLVLRQLVP�� WKH� DWWHPSW� WR� UHYLVH� DQG� PRGHUQL]H� RUWKRGR[
0DU[LVP�� ,QIOXHQFHG�E\�%ULWLVK�)DELDQLVP�DQG� WKH� SKLORVRSK\�RI
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.DQW� �VHH� S�� ������ %HUQVWHLQ� GHYHORSHG� D� ODUJHO\� HPSLULFDO
FULWLTXH� WKDW� HPSKDVL]HG� WKH� DEVHQFH� RI� FODVV� ZDU�� DQG
SURFODLPHG� WKH� SRVVLELOLW\� RI� D� SHDFHIXO� WUDQVLWLRQ� WR� VRFLDOLVP�
7KLV�LV�GHVFULEHG�LQ�(YROXWLRQDU\�6RFLDOLVP��>����@��������+H� OHIW
WKH� 63'� RYHU� KLV� RSSRVLWLRQ� WR� :RUOG� :DU� ,�� DOWKRXJK� KH
VXEVHTXHQWO\� UHWXUQHG� DQG� VHUYHG� DV� WKH� VHFUHWDU\� RI� VWDWH� IRU
WKH� HFRQRP\� DQG� ILQDQFH� LQ� WKH� (EHUW� JRYHUQPHQW� �����ߙ����
%HUQVWHLQ�LV�RIWHQ�VHHQ�DV�RQH�RI�WKH�IRXQGLQJ�ILJXUHV�RI�PRGHUQ
VRFLDO�GHPRFUDF\�

7KH�+XQJDULDQ�0DU[LVW�*HRUJ�/XN¡FV��ߙ����������ZDV�RQH�RI�WKH�ILUVW�WR
SUHVHQW�0DU[LVP�DV�D�KXPDQLVWLF�SKLORVRSK\��+H�HPSKDVL]HG� WKH�SURFHVV
RI� ��ߞUHLILFDWLRQߝ WKURXJK� ZKLFK� FDSLWDOLVP� GHKXPDQL]HV� ZRUNHUV� E\
UHGXFLQJ�WKHP�WR�SDVVLYH�REMHFWV�RU�PDUNHWDEOH�FRPPRGLWLHV��,Q�KLV�3ULVRQ
1RWHERRNV��ZULWWHQ� LQ� �����QWRQLR�*UDPVFL$����ߙ HPSKDVL]HG� WKH�GHJUHH
WR�ZKLFK�FDSLWDOLVP�ZDV�PDLQWDLQHG�QRW�PHUHO\�E\�HFRQRPLF�GRPLQDWLRQ�
EXW� DOVR� E\� SROLWLFDO� DQG� FXOWXUDO� IDFWRUV�� +H� FDOOHG� WKLV� LGHRORJLFDO
����VHH�S��ߞ\KHJHPRQߝ����$�PRUH�RYHUWO\�+HJHOLDQ�EUDQG�RI�0DU[LVP�ZDV
GHYHORSHG� E\� WKH� VR�FDOOHG� �UDQNIXUW(ߝ 6FKRROߞ�� WKH� OHDGLQJ� PHPEHUV� RI
ZKLFK� ZHUH� 7KHRGRU� $GRUQR� �����ߙ����� 0D[� +RUNKHLPHU� ������ߙ����
DQG�+HUEHUW�0DUFXVH��VHH�S�������)UDQNIXUW� WKHRULVWV�GHYHORSHG�ZKDW�ZDV
FDOOHG� �FULWLFDOߝ WKHRU\ߞ�� D� EOHQG� RI� 0DU[LVW� SROLWLFDO� HFRQRP\�� +HJHOLDQ
SKLORVRSK\�DQG�)UHXGLDQ�SV\FKRORJ\��ZKLFK�KDG�D�FRQVLGHUDEOH�LPSDFW�RQ
WKH� 1HZ� /HIW� LQ� WKH� ����V�� $� ODWHU� JHQHUDWLRQ� RI� )UDQNIXUW� PHPEHUV
LQFOXGHG�-¼UJHQ�+DEHUPDV��VHH�S������
:KLOH�HDUO\�FULWLFDO�WKHRULVWV�ZHUH�SULPDULO\�FRQFHUQHG�ZLWK�WKH�DQDO\VLV�RI
GLVFUHWH� VRFLHWLHV�� ODWHU� WKHRULVWV� KDYH� WHQGHG� WR� JLYH� JUHDWHU� DWWHQWLRQ� WR
XQFRYHULQJ� LQHTXDOLWLHV� DQG� DV\PPHWULHV� LQ�ZRUOG� DIIDLUV�� 7KLV� KDV� EHHQ
HYLGHQW� LQ� DQ� HPSKDVLV� RQ� WKH� KHJHPRQLF� SRZHU� RI� WKH� 86$� �&R[�� 5��
������ DQG� WKH� DQDO\VLV� RI� FDSLWDOLVP� DV� D� �ߞZRUOG�V\VWHPߝ �:DOOHUVWHLQ�
������
6RFLDO�GHPRFUDF\
6RFLDO� GHPRFUDF\� ODFNV� WKH� WKHRUHWLFDO� FRKHUHQFH� RI�� VD\�� FODVVLFDO
OLEHUDOLVP�RU�IXQGDPHQWDOLVW�VRFLDOLVP��:KHUHDV�WKH�IRUPHU�LV�LGHRORJLFDOO\
FRPPLWWHG� WR� WKH�PDUNHW�� DQG� WKH� ODWWHU�FKDPSLRQV� WKH�FDXVH�RI�FRPPRQ
RZQHUVKLS��VRFLDO�GHPRFUDF\�VWDQGV�IRU�D�EDODQFH�EHWZHHQ�WKH�PDUNHW�DQG
WKH�VWDWH��D�EDODQFH�EHWZHHQ�WKH�LQGLYLGXDO�DQG�WKH�FRPPXQLW\��$W�WKH�KHDUW
RI�VRFLDO�GHPRFUDF\�WKHUH� LV�D�FRPSURPLVH�EHWZHHQ��RQ�WKH�RQH�KDQG��DQ
DFFHSWDQFH� RI� FDSLWDOLVP� DV� WKH� RQO\� UHOLDEOH� PHFKDQLVP� IRU� JHQHUDWLQJ
ZHDOWK�DQG��RQ�WKH�RWKHU��D�GHVLUH� WR�GLVWULEXWH�ZHDOWK� LQ�DFFRUGDQFH�ZLWK
PRUDO��UDWKHU�WKDQ�PDUNHW��SULQFLSOHV��)RU�VRFLDOLVWV��WKLV�FRQYHUVLRQ�WR�WKH
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PDUNHW�ZDV�D�GLIILFXOW��DQG�DW�WLPHV�SDLQIXO��SURFHVV�WKDW�ZDV�GLFWDWHG�PRUH
E\� SUDFWLFDO� FLUFXPVWDQFHV� DQG� HOHFWRUDO� DGYDQWDJH� WKDQ� E\� LGHRORJLFDO
FRQYLFWLRQ�
)XQGDPHQWDOLVW�VRFLDOLVP��$�IRUP�RI�VRFLDOLVP�WKDW�VHHNV�WR
DEROLVK�FDSLWDOLVP�DQG�UHSODFH�LW�ZLWK�D�TXDOLWDWLYHO\�GLIIHUHQW�NLQG�RI
VRFLHW\�

.(<�7+,1.(5�
-2+1�5$:/6���������ߙ��

6RXUFH��*HWW\�,PDJHV�*DPPD�5DSKR
86�DFDGHPLF�DQG�SROLWLFDO�SKLORVRSKHU��+LV�PDMRU�ZRUN��$�7KHRU\
RI� -XVWLFH� �������� LV� UHJDUGHG� DV� WKH� PRVW� LPSRUWDQW� ZRUN� RI
SROLWLFDO� SKLORVRSK\�ZULWWHQ� LQ�(QJOLVK� VLQFH�:RUOG�:DU� ,,�� ,W� KDV
LQIOXHQFHG� PRGHUQ� OLEHUDOV� DQG� VRFLDO� GHPRFUDWV� DOLNH�� 5DZOV
SURSRVHG� D� WKHRU\� RI� �MXVWLFHߝ DV� IDLUQHVVߞ� WKDW� LV� EDVHG� RQ� WKH
EHOLHI�WKDW�VRFLDO�LQHTXDOLW\�FDQ�EH�MXVWLILHG�RQO\�LI�LW�LV�RI�EHQHILW�WR
WKH� OHDVW� DGYDQWDJHG�� 7KLV� SUHVXPSWLRQ� LQ� IDYRXU� RI� HTXDOLW\� LV
URRWHG� LQ�5DZOVߞ�EHOLHI� WKDW�PRVW�SHRSOH��GHSULYHG�RI�NQRZOHGJH
DERXW� WKHLU� RZQ� WDOHQWV�DQG�DELOLWLHV��ZRXOG� FKRRVH� WR� OLYH� LQ�DQ
HJDOLWDULDQ�VRFLHW\��UDWKHU�WKDQ�DQ�LQHJDOLWDULDQ�RQH��$V��IRU�PRVW
SHRSOH�� WKH� IHDU� RI� EHLQJ� SRRU� RXWZHLJKV� WKH� GHVLUH� WR� EH� ULFK�
UHGLVWULEXWLRQ� DQG� ZHOIDUH� FDQ� EH� GHIHQGHG� RQ� JURXQGV� RI
IDLUQHVV�� 5DZOVߞ� RWKHU� ZRUNV� LQFOXGH� 3ROLWLFDO� /LEHUDOLVP� ������
DQG�7KH�/DZV�RI�3HRSOH��������

7KH�FKLHI�FKDUDFWHULVWLF�RI�PRGHUQ�VRFLDO�GHPRFUDWLF�WKRXJKW�LV�D�FRQFHUQ
IRU� WKH� XQGHUGRJ� LQ� VRFLHW\�� WKH� ZHDN� DQG� YXOQHUDEOH�� 7KHUH� LV� D� VHQVH�
KRZHYHU�� LQ� ZKLFK� VRFLDO� GHPRFUDF\� FDQQRW� VLPSO\� EH� FRQILQHG� WR� WKH
VRFLDOLVW� WUDGLWLRQ�� ,W�PD\�GUDZ�RQ� D� VRFLDOLVW� EHOLHI� LQ� FRPSDVVLRQ� DQG� D
FRPPRQ� KXPDQLW\�� D� OLEHUDO� FRPPLWPHQW� WR� SRVLWLYH� IUHHGRP� DQG� HTXDO
RSSRUWXQLWLHV��RU��IRU�WKDW�PDWWHU��D�FRQVHUYDWLYH�VHQVH�RI�SDWHUQDO�GXW\�DQG
FDUH��:KDWHYHU� LWV� VRXUFH�� LW� KDV� XVXDOO\� EHHQ� DUWLFXODWHG� RQ� WKH� EDVLV� RI
SULQFLSOHV�VXFK�DV�ZHOIDULVP��UHGLVWULEXWLRQ�DQG�VRFLDO�MXVWLFH��,Q�WKH�IRUP
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RI�.H\QHVLDQ� VRFLDO� GHPRFUDF\��ZKLFK�ZDV�ZLGHO\� DFFHSWHG� LQ� WKH� HDUO\
SHULRG� DIWHU� :RUOG� :DU� ,,�� LW� ZDV� DVVRFLDWHG� ZLWK� D� FOHDU� GHVLUH� WR
�ߞKXPDQL]Hߝ FDSLWDOLVP� WKURXJK� VWDWH� LQWHUYHQWLRQ�� ,W� ZDV� EHOLHYHG� WKDW
.H\QHVLDQ� HFRQRPLF� SROLFLHV� ZRXOG� VHFXUH� IXOO� HPSOR\PHQW�� D� PL[HG
HFRQRP\� ZRXOG� KHOS� JRYHUQPHQW� WR� UHJXODWH� HFRQRPLF� DFWLYLW\�� DQG
FRPSUHKHQVLYH� ZHOIDUH� SURYLVLRQ� IXQGHG� YLD� SURJUHVVLYH� WD[DWLRQ� ZRXOG
QDUURZ�WKH�JDS�EHWZHHQ�ULFK�DQG�SRRU��6LQFH�WKH�����V��KRZHYHU��OLQNHG�WR
ZKDW� KDV� EHHQ� FDOOHG� �ߞQHZߝ VRFLDO� GHPRFUDF\�� D� IXUWKHU� SURFHVV� RI
UHYLVLRQLVP�KDV�WDNHQ�SODFH�ZLWKLQ�VRFLDO�GHPRFUDF\�

&21&(37�
7KLUG�ZD\
7KH�WHUP�WKH�WKLUG�ZD\�HQFDSVXODWHV�WKH�LGHD�RI�DQ�DOWHUQDWLYH�WR
ERWK�FDSLWDOLVP�DQG�VRFLDOLVP��,QLWLDOO\�XVHG�E\� IDVFLVWV�� WKH� WHUP
LV�QRZ�ILUPO\� OLQNHG�WR� ��\�RU�PRGHUQL]HG�VRFLDO�GHPRFUDFߞQHZߝ ,Q
WKLV� FRQWH[W� WKH� WKLUG� ZD\� LV� DQ� DOWHUQDWLYH� WR� ROG�VW\OH� VRFLDO
GHPRFUDF\�DQG�QHROLEHUDOLVP��7KH�IRUPHU�LV�UHMHFWHG�EHFDXVH�LW�LV
ZHGGHG�WR�VWDWLVW�VWUXFWXUHV�WKDW�DUH�LQDSSURSULDWH�WR�WKH�PRGHUQ
NQRZOHGJH�EDVHG� DQG�PDUNHW�RULHQWDWHG� HFRQRP\�� 7KH� ODWWHU� LV
UHMHFWHG� EHFDXVH� LW� JHQHUDWHV� D� IUHH�IRU�DOO� WKDW� XQGHUPLQHV� WKH
PRUDO�IRXQGDWLRQV�RI�VRFLHW\�

\�VRFLDO�GHPRFUDFߞ1HZߝ
WKLUGߝ��RU�WKHߞQHR�UHYLVLRQLVPߝ�VRPHWLPHV�FDOOHG���VRFLDO�GHPRFUDF\ߞ1HZߝ
ZD\ߞ�� LV� D� WHUP� WKDW� UHIHUV� WR� D� YDULHW\� RI� DWWHPSWV� E\� VRFLDO�GHPRFUDWLF
SDUWLHV�� LQ� FRXQWULHV� UDQJLQJ� IURP�*HUPDQ\�� ,WDO\�DQG� WKH�1HWKHUODQGV� WR
WKH�8.�DQG�1HZ�=HDODQG��WR�UHFRQFLOH�ROG�VW\OH�VRFLDO�GHPRFUDF\�ZLWK��DW
OHDVW�� WKH� HOHFWRUDOO\� DWWUDFWLYH� DVSHFWV� RI� QHROLEHUDOLVP�� $OWKRXJK� ߞQHZߝ
VRFLDO�GHPRFUDF\�LV� LPSUHFLVH�DQG�VXEMHFW� WR�D�QXPEHU�RI� LQWHUSUHWDWLRQV�
FHUWDLQ� FKDUDFWHULVWLF� WKHPHV� FDQ� QHYHUWKHOHVV� EH� LGHQWLILHG�� 7KH� ILUVW� RI
WKHVH� LV� WKH�EHOLHI� WKDW� VRFLDOLVP��DW� OHDVW� LQ� WKH� IRUP�RI� �ߞWRS�GRZQߝ VWDWH
LQWHUYHQWLRQ�� LV� GHDG�� WKHUH� LV� QR� DOWHUQDWLYH� WR�ZKDW�&ODXVH���RI� WKH�8.
/DERXU� 3DUW\ߞV� FRQVWLWXWLRQ�� UHZULWWHQ� LQ� ������ UHIHUV� WR� DV� �Dߝ G\QDPLF
PDUNHW�HFRQRP\ߞ��:LWK�WKLV�JRHV�D�JHQHUDO�DFFHSWDQFH�RI�JOREDOL]DWLRQ�DQG
WKH�EHOLHI�WKDW�FDSLWDOLVP�KDV�PXWDWHG�LQWR�Dߝ�NQRZOHGJH�HFRQRP\ߞ��ZKLFK
SODFHV� D� SUHPLXP�RQ� LQIRUPDWLRQ� WHFKQRORJ\�� LQGLYLGXDO� VNLOOV�� DQG� ERWK
ODERXU�DQG�EXVLQHVV�IOH[LELOLW\��,Q�WKLV�OLJKW��WKH�VWDWH�FDPH�WR�EH�VHHQ�QRW
DV� D� YHKLFOH� IRU� ZKROHVDOH� VRFLDO� UHVWUXFWXULQJ�� EXW� DV� D� PHDQV� RI
SURPRWLQJ� LQWHUQDWLRQDO� FRPSHWLWLYHQHVV�� SDUWLFXODUO\� E\� EXLOGLQJ� XS
HGXFDWLRQ�DQG�VNLOOV�
$�IXUWKHU�IHDWXUH�RI� ��VRFLDO�GHPRFUDWLF�SROLWLFVߞQHZߝ LV� WKDW� LW�KDV�EURNHQ
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ZLWK� VRFLDOLVW� HJDOLWDULDQLVP� �ZKLFK� LV� VHHQ� DV� D� IRUP�RI� ��ߞOHYHOOLQJߝ DQG
HPEUDFHG�� LQVWHDG�� WKH� OLEHUDO� LGHDV� RI� HTXDOLW\� RI� RSSRUWXQLW\� DQG
PHULWRFUDF\��1HRUHYLVLRQLVW� SROLWLFLDQV� W\SLFDOO\� HQGRUVH� ZHOIDUH� UHIRUP�
7KH\� UHMHFW� ERWK� WKH� QHROLEHUDO� HPSKDVLV� RQ� �VWDQGLQJߝ RQ� \RXU� RZQ� WZR
IHHWߞ� DQG� WKH� �ߞWUDGLWLRQDOߝ VRFLDO�GHPRFUDWLF� FRPPLWPHQW� WR� �FUDGOHߝ WR
JUDYHߞ�ZHOIDUH�LQ�IDYRXU�RI�DQ�HVVHQWLDOO\�PRGHUQ�OLEHUDO�EHOLHI�LQߝ�KHOSLQJ
SHRSOH�WR�KHOS�WKHPVHOYHVߞ��RU��DV�WKH�IRUPHU�86�SUHVLGHQW�%LOO�&OLQWRQ�SXW
LW��JLYLQJ�SHRSOH� ���7KLV�KDVߞD�KDQG�XS��QRW�D�KDQG�RXWߝ OHG� WR� VXSSRUW� IRU
ZKDW�KDV�EHHQ�FDOOHG�Dߝ�ZRUNIDUH�VWDWHߞ��LQ�ZKLFK�JRYHUQPHQW�SURYLVLRQ�LQ
WHUPV�RI�EHQHILWV�RU�HGXFDWLRQ�LV�FRQGLWLRQDO�RQ� LQGLYLGXDOV�VHHNLQJ�ZRUN
DQG�EHFRPLQJ�VHOI�UHOLDQW��&ULWLFV�RIߝ�QHZߞ�VRFLDO�GHPRFUDF\��RQ�WKH�RWKHU
KDQG�� DUJXH� HLWKHU� WKDW� LW� LV� FRQWUDGLFWRU\�� LQ� WKDW� LW� VLPXOWDQHRXVO\
HQGRUVHV� WKH� G\QDPLVP� RI� WKH�PDUNHW� DQG�ZDUQV� DJDLQVW� LWV� WHQGHQF\� WR
VRFLDO� GLVLQWHJUDWLRQ�� RU� WKDW�� IDU� IURP� EHLQJ� D� FHQWUH�OHIW� SURMHFW�� LW
DPRXQWV�WR�D�VKLIW�WR�WKH�ULJKW�
27+(5�,'(2/2*,&$/�75$',7,216
/LEHUDOLVP��FRQVHUYDWLVP�DQG�VRFLDOLVP�E\�QR�PHDQV�H[KDXVW� WKH�ILHOG�RI
LGHRORJLFDO�SROLWLFV��2WKHU� LGHRORJLFDO� WUDGLWLRQV�KDYH�QHYHUWKHOHVV� WHQGHG
WR�GHYHORS�HLWKHU�RXW�RI��RU�LQ�RSSRVLWLRQ�WR��WKHVH�FRUH�LGHRORJLHV��:KHUH
WKH\� KDYH� GUDZQ�� WR� D� VLJQLILFDQW� H[WHQW�� RQ� OLEHUDO�� FRQVHUYDWLYH� DQG�RU
VRFLDOLVW� WKLQNLQJ�� WKHVH�RWKHU� LGHRORJLHV�KDYH�D� �ߞFURVV�FXWWLQJߝ FKDUDFWHU�
LQ� WKDW� WKH\� LQFRUSRUDWH� HOHPHQWV� IURP� �ߞELJJHUߝ LGHRORJLFDO� WUDGLWLRQV�
1DWLRQDOLVP� DQG� PXOWLFXOWXUDOLVP� DUH� H[DPLQHG� LQ� &KDSWHUV� �� DQG� ��
UHVSHFWLYHO\��7KH�SUHVHQW�FKDSWHU�FRQVLGHUV�WKH�IROORZLQJ�LGHRORJLHV�

DQDUFKLVP
IDVFLVP
IHPLQLVP
JUHHQ�LGHRORJ\
FRVPRSROLWDQLVP
UHOLJLRXV�IXQGDPHQWDOLVP
SRSXOLVP�

$QDUFKLVP
$QDUFKLVP� LV� XQXVXDO� DPRQJVW� SROLWLFDO� LGHRORJLHV� LQ� WKDW� QR� DQDUFKLVW
SDUW\� KDV� HYHU� VXFFHHGHG� LQ� ZLQQLQJ� SRZHU�� DW� OHDVW� DW� QDWLRQDO� OHYHO�
1HYHUWKHOHVV��DQDUFKLVW�PRYHPHQWV�ZHUH�SRZHUIXO�LQ��IRU�H[DPSOH��6SDLQ�
)UDQFH�� 5XVVLD� DQG� 0H[LFR� WKURXJK� WR� WKH� HDUO\� WZHQWLHWK� FHQWXU\�� DQG
DQDUFKLVW� LGHDV� FRQWLQXH� WR� IHUWLOL]H� SROLWLFDO� GHEDWH� E\� FKDOOHQJLQJ� WKH
FRQYHQWLRQDO� EHOLHI� WKDW� ODZ�� JRYHUQPHQW� DQG� WKH� VWDWH� DUH� HLWKHU
ZKROHVRPH�RU� LQGLVSHQVDEOH��$QDUFKLVW� WKLQNLQJ�KDV�DOVR�EHHQ� LQIOXHQWLDO
ZLWKLQ� WKH� PRGHUQ� DQWL�FDSLWDOLVW�� RU� DQWL�JOREDOL]DWLRQ�� PRYHPHQW�� 7KH
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FHQWUDO�WKHPH�ZLWKLQ�DQDUFKLVP�LV�WKH�EHOLHI�WKDW�SROLWLFDO�DXWKRULW\�LQ�DOO�LWV
IRUPV��DQG�HVSHFLDOO\�LQ�WKH�IRUP�RI�WKH�VWDWH��LV�ERWK�HYLO�DQG�XQQHFHVVDU\
�DQDUFK\� OLWHUDOO\� PHDQV� �ZLWKRXWߝ UXOHߞ��� 1HYHUWKHOHVV�� WKH� DQDUFKLVW
SUHIHUHQFH� IRU� D� VWDWHOHVV� VRFLHW\� LQ�ZKLFK� IUHH� LQGLYLGXDOV�PDQDJH� WKHLU
RZQ� DIIDLUV� WKURXJK� YROXQWDU\� DJUHHPHQW� DQG� FRRSHUDWLRQ� KDV� EHHQ
GHYHORSHG� RQ� WKH� EDVLV� RI� WZR� ULYDO� WUDGLWLRQV�� OLEHUDO� LQGLYLGXDOLVP�� DQG
VRFLDOLVW�FRPPXQLWDULDQLVP��$QDUFKLVP�FDQ� WKXV�EH� WKRXJKW�RI�DV�D�SRLQW
RI� LQWHUVHFWLRQ� EHWZHHQ� OLEHUDOLVP� DQG� VRFLDOLVP�� D� IRUP� RI� ERWK
�ߞXOWUDVRFLDOLVPߝ��DQGߞXOWUDOLEHUDOLVPߝ
7KH�OLEHUDO�FDVH�DJDLQVW�WKH�VWDWH�LV�EDVHG�RQ�LQGLYLGXDOLVP��DQG�WKH�GHVLUH
WR� PD[LPL]H� OLEHUW\� DQG� FKRLFH�� 8QOLNH� OLEHUDOV�� LQGLYLGXDOLVW� DQDUFKLVWV
VXFK� DV� :LOOLDP� *RGZLQ� ������ߙ����� EHOLHYHG� WKDW� IUHH� DQG� UDWLRQDO
KXPDQ� EHLQJV� ZRXOG� EH� DEOH� WR� PDQDJH� WKHLU� DIIDLUV� SHDFHIXOO\� DQG
VSRQWDQHRXVO\�� JRYHUQPHQW� EHLQJ� PHUHO\� D� IRUP� RI� XQZDQWHG� FRHUFLRQ�
0RGHUQ� LQGLYLGXDOLVWV� KDYH� XVXDOO\� ORRNHG� WR� WKH�PDUNHW� WR� H[SODLQ� KRZ
VRFLHW\�ZRXOG�EH�UHJXODWHG�LQ�WKH�DEVHQFH�RI�VWDWH�DXWKRULW\��GHYHORSLQJ�D
IRUP�RI�DQDUFKR�FDSLWDOLVP��DQ�H[WUHPH�YHUVLRQ�RI�IUHH�PDUNHW�HFRQRPLFV�
7KH� PRUH� ZLGHO\� UHFRJQL]HG� DQDUFKLVW� WUDGLWLRQ�� KRZHYHU�� GUDZV� RQ
VRFLDOLVW� LGHDV� VXFK� DV� FRPPXQLW\�� FRRSHUDWLRQ�� HTXDOLW\� DQG� FRPPRQ
RZQHUVKLS�� &ROOHFWLYLVW� DQDUFKLVWV� �VRPHWLPHV� FDOOHG� VRFLDO� DQDUFKLVWV�
VWUHVV� WKH� FDSDFLW\� IRU� VRFLDO� VROLGDULW\� WKDW� DULVHV� IURP� RXU� VRFLDEOH�
JUHJDULRXV� DQG� HVVHQWLDOO\� FRRSHUDWLYH� QDWXUHV��2Q� WKLV� EDVLV�� WKH� )UHQFK
DQDUFKLVW� 3LHUUH�-RVHSK� 3URXGKRQ� �VHH� S�� ������ IRU� LQVWDQFH�� GHYHORSHG
ZKDW� KH� FDOOHG� ��ߞPXWXDOLVPߝ 2WKHU� DQDUFKLVWV�� VXFK� DV� WKH� 5XVVLDQ� 3HWHU
.URSRWNLQ� ��ߙ���������� DGYDQFHG� D� IRUP� RI� DQDUFKR�FRPPXQLVP�� WKH
FHQWUDO�SULQFLSOHV�RI�ZKLFK�ZHUH�FRPPRQ�RZQHUVKLS��GHFHQWUDOL]DWLRQ�DQG
ZRUNHUVߞ� VHOI�PDQDJHPHQW�� 0RGHUQ� WKLQNHUV� LQIOXHQFHG� E\� DQDUFKLVP
LQFOXGH� 1RDP� &KRPVN\� �VHH� S�� ����� DQG� WKH� 86� OLEHUWDULDQ� DQG� VRFLDO
HFRORJLVW�0XUUD\�%RRNFKLQ����������ߙ��
$QDUFKR�FDSLWDOLVP��$Q�DUDUFKLVW�WUDGLWLRQ�ZKLFK�KROGV�WKDW
XQUHJXODWHG�PDUNHW�FRPSHWLWLRQ�FDQ�DQG�VKRXOG�EH�DSSOLHG�WR�DOO
VRFLDO�DUUDQJHPHQWV��PDNLQJ�WKH�VWDWH�XQQHFHVVDU\�
0XWXDOLVP��$�V\VWHP�RI�IDLU�DQG�HTXLWDEOH�H[FKDQJH��LQ�ZKLFK
LQGLYLGXDOV�RU�JURXSV�WUDGH�JRRGV�DQG�VHUYLFHV�ZLWK�RQH�DQRWKHU
ZLWKRXW�SURILWHHULQJ�RU�H[SORLWDWLRQ�
$QDUFKR�FRPPXQLVP��$Q�DQDUFKLVW�WUDGLWLRQ�ZKLFK�WDNHV�FRPPRQ
RZQHUVKLS�WR�EH�WKH�VROH�UHOLDEOH�EDVLV�IRU�VRFLDO�VROLGDULW\��WKHUHE\
OLQNLQJ�VWDWHOHVVQHVV�WR�FODVVOHVVQHVV�
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���



$'2/)�+,7/(5��������ߙ���

6RXUFH��*HWW\�,PDJHV�+HLQULFK�+RIIPDQQ�6WULQJHU
*HUPDQ�1D]L�GLFWDWRU��+LWOHU�ZDV�WKH�VRQ�RI�DQ�$XVWULDQ�FXVWRPV
RIILFLDO�� +H� MRLQHG� WKH� *HUPDQ� :RUNHUߞV� 3DUW\� �ODWHU� WKH
1DWLRQDOVR]LDOLVWLVFKH�'HXWVFKH�$UEHLWHUSDUWHL� �16'$3���RU�1D]L
3DUW\�� LQ� ������ EHFRPLQJ� LWV� OHDGHU� LQ� ������+H� ZDV� DSSRLQWHG
&KDQFHOORU� RI� *HUPDQ\� LQ� ������ DQG� GHFODUHG� KLPVHOI� )¼KUHU
�/HDGHU�� WKH� IROORZLQJ�\HDU��E\�ZKLFK� WLPH�KH�KDG�HVWDEOLVKHG�D
RQH�SDUW\�GLFWDWRUVKLS��7KH�FHQWUDO� IHDWXUH�RI�+LWOHUߞV�ZRUOG�YLHZ�
RXWOLQHG� LQ�0HLQ�.DPSI� �>����@� ������� ZDV� KLV� DWWHPSW� WR� IXVH
H[SDQVLRQLVW�*HUPDQ�QDWLRQDOLVP�DQG�YLUXOHQW�DQWL�6HPLWLVP� LQWR
D�WKHRU\�RI�KLVWRU\�LQ�ZKLFK�WKHUH�ZDV�DQ�HQGOHVV�EDWWOH�EHWZHHQ
WKH�*HUPDQV� DQG� WKH� -HZV�� ZKR� UHSUHVHQWHG�� UHVSHFWLYHO\�� WKH
IRUFHV�RI�JRRG�DQG�HYLO��+LWOHUߞV�SROLFLHV�FRQWULEXWHG�GHFLVLYHO\� WR
ERWK�WKH�RXWEUHDN�RI�:RUOG�:DU�,,�DQG�WKH�+RORFDXVW�

)DVFLVP
:KHUHDV� OLEHUDOLVP�� FRQVHUYDWLVP� DQG� VRFLDOLVP� DUH� QLQHWHHQWK�FHQWXU\
LGHRORJLHV�� IDVFLVP� LV� D� FKLOG� RI� WKH� WZHQWLHWK� FHQWXU\�� 6RPH� ZRXOG� VD\
WKDW�LW�LV�VSHFLILFDOO\�DQ�LQWHUZDU�SKHQRPHQRQ��$OWKRXJK�IDVFLVW�EHOLHIV�FDQ
EH�WUDFHG�EDFN�WR�WKH�ODWH�QLQHWHHQWK�FHQWXU\��WKH\�ZHUH�IXVHG�WRJHWKHU�DQG
VKDSHG�E\�:RUOG�:DU�,�DQG�LWV�DIWHUPDWK�DQG��LQ�SDUWLFXODU��E\�WKH�SRWHQW
PL[WXUH� RI� ZDU� DQG� UHYROXWLRQ� WKDW� FKDUDFWHUL]HG� WKH� SHULRG�� 7KH� WZR
SULQFLSDO�PDQLIHVWDWLRQV� RI� IDVFLVP�ZHUH�0XVVROLQLߞV�)DVFLVW� GLFWDWRUVKLS
LQ�,WDO\�LQ������ߙ�����V�1D]L�GLFWDWRUVKLS�LQ�*HUPDQ\�LQߞ����DQG�+LWOHUߙ��
)RUPV� RI� QHRIDVFLVP� DQG� QHR�1D]LVP� KDYH� DOVR� UHVXUIDFHG� LQ� UHFHQW
GHFDGHV�� WDNLQJ� DGYDQWDJH� RI� WKH� FRPELQDWLRQ� RI� HFRQRPLF� FULVLV� DQG
SROLWLFDO� LQVWDELOLW\� WKDW� RIWHQ� IROORZHG� WKH� FROODSVH� RI� FRPPXQLVP� RU�
PRUH� ZLGHO\�� RI� LQFUHDVHG� DQ[LHWLHV� RYHU� LPPLJUDWLRQ� DQG
PXOWLFXOWXUDOLVP�
,Q�PDQ\�UHVSHFWV��IDVFLVP�FRQVWLWXWHG�D�UHYROW�DJDLQVW�WKH�LGHDV�DQG�YDOXHV
WKDW�KDG�GRPLQDWHG�:HVWHUQ�SROLWLFDO�WKRXJKW�VLQFH�WKH�)UHQFK�5HYROXWLRQ�
LQ� WKH�ZRUGV�RI� WKH�,WDOLDQ�)DVFLVW�VORJDQߝ�������LV�GHDG��9ߞDOXHV�VXFK�DV
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UDWLRQDOLVP�� SURJUHVV�� IUHHGRP� DQG� HTXDOLW\� ZHUH� WKXV� RYHUWXUQHG� LQ� WKH
QDPH� RI� VWUXJJOH�� OHDGHUVKLS�� SRZHU�� KHURLVP� DQG� ZDU�� ,Q� WKLV� VHQVH�
IDVFLVP�KDV�DQߝ�DQWL�FKDUDFWHUߞ��,W�LV�GHILQHG�ODUJHO\�E\�ZKDW�LW�RSSRVHV��LW
LV� D� IRUP� RI� DQWL�FDSLWDOLVP�� DQWL�OLEHUDOLVP�� DQWL�LQGLYLGXDOLVP�� DQWL�
FRPPXQLVP��DQG�VR�RQ��$�FRUH�WKHPH�WKDW��QHYHUWKHOHVV��UXQV�WKURXJKRXW
IDVFLVP�LV�WKH�LPDJH�RI�DQ�RUJDQLFDOO\�XQLILHG�QDWLRQDO�FRPPXQLW\��7KLV�LV
UHIOHFWHG�LQ�D�EHOLHI�LQߝ�VWUHQJWK�WKURXJK�XQLW\��7ߞKH�LQGLYLGXDO��LQ�D�OLWHUDO
VHQVH��LV�QRWKLQJ��LQGLYLGXDO�LGHQWLW\�PXVW�EH�DEVRUEHG�HQWLUHO\�LQWR�WKDW�RI
WKH�FRPPXQLW\�RU�VRFLDO�JURXS��7KH�IDVFLVW�LGHDO�LV�WKDW�RI�WKHߝ�QHZ�PDQߞ��D
KHUR��PRWLYDWHG�E\�GXW\��KRQRXU�DQG�VHOI�VDFULILFH��SUHSDUHG�WR�GHGLFDWH�KLV
OLIH�WR�WKH�JORU\�RI�KLV�QDWLRQ�RU�UDFH��DQG�WR�JLYH�XQTXHVWLRQLQJ�REHGLHQFH
WR�D�VXSUHPH�OHDGHU�
1RW� DOO� IDVFLVWV�� KRZHYHU�� WKLQN� DOLNH�� ,WDOLDQ� )DVFLVP�ZDV� HVVHQWLDOO\� DQ
H[WUHPH� IRUP� RI� VWDWLVP� �VHH� S�� ���� WKDW� ZDV� EDVHG� RQ� XQTXHVWLRQLQJ
UHVSHFW� DQG� DEVROXWH� OR\DOW\� WRZDUGV� D� �ߞWRWDOLWDULDQߝ VWDWH��$V� WKH� )DVFLVW
SKLORVRSKHU�*HQWLOH��ߙ����������SXW�LWߝ��HYHU\WKLQJ�IRU�WKH�VWDWH��QRWKLQJ
DJDLQVW�WKH�VWDWH��QRWKLQJ�RXWVLGH�WKH�VWDWHߞ��*HUPDQ�1DWLRQDO�6RFLDOLVP��RU
1D]LVP��� RQ� WKH� RWKHU� KDQG�� ZDV� FRQVWUXFWHG� ODUJHO\� RQ� WKH� EDVLV� RI
UDFLDOLVP��VHH�S��������,WV�WZR�FRUH�WKHRULHV�ZHUH�$U\DQLVP��WKH�EHOLHI�WKDW
WKH�*HUPDQ�SHRSOH� FRQVWLWXWH� D� �PDVWHUߝ UDFHߞ� DQG� DUH� GHVWLQHG� IRU�ZRUOG
GRPLQDWLRQ��� DQG� D� YLUXOHQW� IRUP� RI� DQWL�6HPLWLVP� �VHH� S�� ����� WKDW
SRUWUD\HG�WKH�-HZV�DV�LQKHUHQWO\�HYLO��DQG�DLPHG�DW�WKHLU�HUDGLFDWLRQ��7KLV
ODWWHU�EHOLHI�IRXQG�H[SUHVVLRQ�LQ�WKHߝ�)LQDO�6ROXWLRQߞ�
)HPLQLVP
$OWKRXJK�IHPLQLVW�DVSLUDWLRQV�KDYH�EHHQ�H[SUHVVHG�LQ�VRFLHWLHV�GDWLQJ�EDFN
WR� $QFLHQW� &KLQD�� WKH\� ZHUH� QRW� XQGHUSLQQHG� E\� D� GHYHORSHG� SROLWLFDO
WKHRU\� XQWLO� WKH� SXEOLFDWLRQ� RI� 0DU\� :ROOVWRQHFUDIWߞV� �VHH� S�� ���� $
9LQGLFDWLRQ�RI�WKH�5LJKWV�RI�:RPHQ��>����@��������,QGHHG��LW�ZDV�QRW�XQWLO
WKH�HPHUJHQFH�RI�WKH�ZRPHQߞV�VXIIUDJH�PRYHPHQW�LQ�WKH�����V�DQG�����V
WKDW� IHPLQLVW� LGHDV� UHDFKHG� D� ZLGHU� DXGLHQFH�� LQ� WKH� IRUP� RI� VR�FDOOHG
�ILUVW�ZDYHߝ IHPLQLVPߞ�� 7KH� DFKLHYHPHQW� RI� IHPDOH� VXIIUDJH� LQ� PRVW
:HVWHUQ� FRXQWULHV� LQ� WKH� HDUO\� WZHQWLHWK� FHQWXU\� GHSULYHG� WKH� ZRPHQߞV
PRYHPHQW� RI� LWV� FHQWUDO� JRDO� DQG� RUJDQL]LQJ� SULQFLSOH�� 6HFRQG�ZDYHߝ
IHPLQLVPߞ�� KRZHYHU�� HPHUJHG� LQ� WKH� ����V�� 7KLV� H[SUHVVHG� WKH� PRUH
UDGLFDO�� DQG� VRPHWLPHV� UHYROXWLRQDU\��GHPDQGV�RI� WKH�JURZLQJ�:RPHQߞV
/LEHUDWLRQ�0RYHPHQW��:/0���)HPLQLVW�WKHRULHV�DQG�GRFWULQHV�DUH�GLYHUVH�
EXW�WKHLU�XQLI\LQJ�IHDWXUH�LV�D�FRPPRQ�GHVLUH�WR�HQKDQFH��WKURXJK�ZKDWHYHU
PHDQV��WKH�VRFLDO�UROH�RI�ZRPHQ��7KH�XQGHUO\LQJ�WKHPHV�RI�IHPLQLVP�DUH
WKHUHIRUH��ILUVW��WKDW�VRFLHW\�LV�FKDUDFWHUL]HG�E\�VH[XDO�RU�JHQGHU�LQHTXDOLW\
DQG�� VHFRQG�� WKDW� WKLV� VWUXFWXUH� RI� PDOH� SRZHU� FDQ�� DQG� VKRXOG�� EH

���



RYHUWXUQHG�
)HPLQLVW� WKLQNLQJ� KDV� WUDGLWLRQDOO\� EHHQ� DQDO\VHG� LQ� WHUPV� RI� D� GLYLVLRQ
EHWZHHQ�OLEHUDO��VRFLDOLVW�DQG�UDGLFDO�VFKRROV�RI�WKRXJKW��/LEHUDO�IHPLQLVWV�
VXFK� DV� :ROOVWRQHFUDIW� DQG� %HWW\� )ULHGDQ� �VHH� S�� ������ KDYH� WHQGHG� WR
XQGHUVWDQG� IHPDOH� VXERUGLQDWLRQ� LQ� WHUPV� RI� WKH� XQHTXDO� GLVWULEXWLRQ� RI
ULJKWV� DQG� RSSRUWXQLWLHV� LQ� VRFLHW\�� 7KLV� �HTXDO�ULJKWVߝ IHPLQLVPߞ� LV
HVVHQWLDOO\�UHIRUPLVW��,W�LV�FRQFHUQHG�PRUH�ZLWK�WKH�UHIRUP�RI�WKHߝ�SXEOLFߞ
VSKHUH��WKDW�LV��ZLWK�HQKDQFLQJ�WKH�OHJDO�DQG�SROLWLFDO�VWDWXV�RI�ZRPHQ��DQG
LPSURYLQJ� WKHLU� HGXFDWLRQDO� DQG� FDUHHU� SURVSHFWV�� WKDQ� ZLWK� UHRUGHULQJ
�RU�GRPHVWLF�OLIH��,Q�FRQWUDVW��VRFLDOLVW�IHPLQLVWV�W\SLFDOO\�KLJKOLJKWߞSULYDWHߝ
WKH� OLQNV� EHWZHHQ� IHPDOH� VXERUGLQDWLRQ� DQG� WKH� FDSLWDOLVW� PRGH� RI
SURGXFWLRQ�� GUDZLQJ� DWWHQWLRQ� WR� WKH� HFRQRPLF� VLJQLILFDQFH� RI� ZRPHQ
EHLQJ� FRQILQHG� WR� D� IDPLO\� RU� GRPHVWLF� OLIH� ZKHUH� WKH\�� IRU� H[DPSOH�
UHOLHYH�PDOH�ZRUNHUV� RI� WKH� EXUGHQ� RI� GRPHVWLF� ODERXU�� UHDU� DQG� KHOS� WR
HGXFDWH�WKH�QH[W�JHQHUDWLRQ�RI�FDSLWDOLVW�ZRUNHUV��DQG�DFW�DV�D�UHVHUYH�DUP\
RI�ODERXU�
/LEHUDO�IHPLQLVP��$�IHPLQLVW�WUDGLWLRQ�ZKRVH�FRUH�JRDO�LV�HTXDO
DFFHVV�IRU�ZRPHQ�DQG�PHQ�WR�WKH�SXEOLF�UHDOP��EDVHG�RQ�D�EHOLHI�RI
JHQGHUOHVV�SHUVRQKRRG�
6RFLDOLVW�IHPLQLVP��$�IHPLQLVW�WUDGLWLRQ�WKDW�VHHNV�WR�UHVWUXFWXUH
HFRQRPLF�OLIH�WR�DFKLHYH�JHQGHU�HTXDOLW\��EDVHG�LQ�OLQNV�EHWZHHQ
SDWULDUFK\�DQG�FDSLWDOLVP�
+RZHYHU�� WKH�GLVWLQFWLYH�IODYRXU�RI�VHFRQG�ZDYH�IHPLQLVP�UHVXOWV�PDLQO\
IURP�WKH�HPHUJHQFH�RI�D�IHPLQLVW�FULWLTXH�WKDW�LV�QRW�URRWHG�LQ�FRQYHQWLRQDO
SROLWLFDO�GRFWULQHV��QDPHO\��UDGLFDO�IHPLQLVP��5DGLFDO�IHPLQLVWV�EHOLHYH�WKDW
JHQGHU� GLYLVLRQV� DUH� WKH� PRVW� IXQGDPHQWDO� DQG� SROLWLFDOO\� VLJQLILFDQW
FOHDYDJHV� LQ� VRFLHW\�� ,Q� WKHLU� YLHZ�� DOO� VRFLHWLHV�� KLVWRULFDO� DQG
FRQWHPSRUDU\�� DUH� FKDUDFWHUL]HG� E\� SDWULDUFK\� �VHH� S�� ����� WKH� LQVWLWXWLRQ
ZKHUHE\��DV�.DWH�0LOOHWW��������SXW�LWߝ��WKDW�KDOI�RI�WKH�SRSXODWLRQ�ZKLFK�LV
IHPDOH� LV� FRQWUROOHG� E\� WKDW� KDOI� ZKLFK� LV� PDOHߞ�� 5DGLFDO� IHPLQLVWV
WKHUHIRUH�SURFODLP�WKH�QHHG�IRU�D�VH[XDO�UHYROXWLRQ��D�UHYROXWLRQ�WKDW�ZLOO�
LQ� SDUWLFXODU�� UHVWUXFWXUH� SHUVRQDO�� GRPHVWLF� DQG� IDPLO\� OLIH�� 7KH
FKDUDFWHULVWLF� VORJDQ� RI� UDGLFDO� IHPLQLVP� LV� WKXV� �WKHߝ SHUVRQDO� LV� WKH
SROLWLFDOߞ�� 2QO\� LQ� LWV� H[WUHPH� IRUP�� KRZHYHU�� GRHV� UDGLFDO� IHPLQLVP
SRUWUD\�PHQ�DVߝ�WKH�HQHP\ߞ��DQG�SURFODLP�WKH�QHHG�IRU�ZRPHQ�WR�ZLWKGUDZ
IURP�PDOH�VRFLHW\��D�VWDQFH�VRPHWLPHV�H[SUHVVHG� LQ� WKH� IRUP�RI�SROLWLFDO
OHVELDQLVP�� +RZHYHU�� VLQFH� WKH� ����V�� IHPLQLVP� KDV�� LQ� PDQ\� ZD\V�
PRYHG� EH\RQG� WKH� WKUHHIROG� GLYLVLRQ� LQWR� OLEHUDO�� VRFLDOLVW� DQG� UDGLFDO
WUDGLWLRQV�� $OWKRXJK� �QHZߝ IHPLQLVPߞ� RU� �WKLUG�ZDYHߝ IHPLQLVPߞ� DUH
GLVSDUDWH�� WKH\� WHQG�WR�EH�FKDUDFWHUL]HG�E\�GRXEWV�DERXW� WKH�FRQYHQWLRQDO
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JRDO�RI�JHQGHU�HTXDOLW\��SODFLQJ�DQ�HPSKDVLV� LQVWHDG�RQ�GLIIHUHQFHV��ERWK
EHWZHHQ�ZRPHQ�DQG�PHQ�DQG�EHWZHHQ�ZRPHQ� WKHPVHOYHV�� �0RUH� UHFHQW
GHYHORSPHQWV�LQ�IHPLQLVP�DUH�GLVFXVVHG�LQ�&KDSWHU���� LQ�FRQQHFWLRQ�ZLWK
JHQGHU�DQG�LGHQWLW\��
5DGLFDO�IHPLQLVP��$�IHPLQLVW�WUDGLWLRQ�WKDW�DLPV�WR�RYHUWKURZ
SDWULDUFK\�WKURXJK�D�UDGLFDO�WUDQVIRUPDWLRQ�RI�DOO�VSKHUHV�RI�OLIH��EXW
HVSHFLDOO\ߝ�WKH�SHUVRQDOߞ�

.(<�,'($6�
)(0,1,60
6H[� DQG� JHQGHU�� )HPLQLVWV� KDYH� WUDGLWLRQDOO\� GUDZQ� D� VKDUS
GLVWLQFWLRQ�EHWZHHQ�VH[�DQG�JHQGHU6ߝ��H[ߞ��LQ�WKLV�VHQVH��UHIHUV�WR
GLIIHUHQFHV� EHWZHHQ� IHPDOHV� DQG� PDOHV� WKDW� DUH� ELRORJLFDOO\
EDVHG�DQG�WKHUHIRUHߝ�QDWXUDO��7ߞKH�PRVW�LPSRUWDQW�VH[�GLIIHUHQFHV
DUH� WKRVH� WKDW�DUH� OLQNHG� WR� UHSURGXFWLRQ�� ���RQߞHQGHU*ߝ WKH�RWKHU
KDQG�� LV� D� FXOWXUDO� WHUP�� LW� UHIHUV� WR� WKH� GLIIHUHQW� UROHV� VRFLHW\
DVFULEHV� WR� ZRPHQ� DQG� PHQ�� *HQGHU� GLIIHUHQFHV� DUH� W\SLFDOO\
LPSRVHG� WKURXJK� FRQWUDVWLQJ� VWHUHRW\SHV� RI� �ߞ\PDVFXOLQLWߝ DQG
��7KH�FHQWUDO�SXUSRVH�RI�WKH�VH[�JHQGHU�GLVWLQFWLRQ�LV�WRߞ\IHPLQLQLWߝ
FRXQWHU� WKH� LGHD� WKDW� �\ELRORJߝ LV� GHVWLQ\ߞ�� LQ� WKH� VHQVH� WKDW� D
ZRPDQߞV� SK\VLFDO� PDNH�XS� VXLWV� KHU� WR� D� VXERUGLQDWH� DQG
GRPHVWLF� UROH� LQ� VRFLHW\�� �6HH�&KDSWHU� �� IRU� D� IXOOHU� DFFRXQW� RI
JHQGHU��

3DWULDUFK\��7KH�FRQFHSW�RI�SDWULDUFK\�LV�XVHG�ZLWKLQ�IHPLQLVP�WR
GHVFULEH� WKH� SRZHU� UHODWLRQVKLS� EHWZHHQ�ZRPHQ� DQG�PHQ�� 7KH
WHUP� OLWHUDOO\�PHDQV� �UXOHߝ E\� WKH� IDWKHU��6ߞRPH� IHPLQLVWV� HPSOR\
SDWULDUFK\�RQO\� LQ�WKLV�VSHFLILF�DQG�OLPLWHG�VHQVH��WR�GHVFULEH�WKH
VWUXFWXUH�RI� WKH� IDPLO\�DQG� WKH�GRPLQDQFH�RI� WKH�KXVEDQG�IDWKHU
ZLWKLQ� LW�� +RZHYHU�� IHPLQLVWV� EHOLHYH� WKDW� WKH� GRPLQDQFH� RI� WKH
IDWKHU�ZLWKLQ� WKH� IDPLO\� V\PEROL]HV�PDOH� VXSUHPDF\� LQ� DOO� RWKHU
LQVWLWXWLRQV�� 0DQ\� ZRXOG� DUJXH�� PRUHRYHU�� WKDW� WKH� SDWULDUFKDO
IDPLO\� OLHV� DW� WKH� KHDUW� RI� D� V\VWHPDWLF� SURFHVV� RI� PDOH
GRPLQDWLRQ�� LQ� WKDW� LW� UHSURGXFHV� PDOH� GRPLQDQFH� LQ� DOO� RWKHU
ZDONV�RI�OLIH�

7KH� SHUVRQDO� LV� WKH� SROLWLFDO�� )HPLQLVWV� KDYH� W\SLFDOO\
FKDOOHQJHG�WKH�FRQYHQWLRQDO�EHOLHI�WKDWߝ�SROLWLFVߞ�LV�DQ�DFWLYLW\�WKDW
LV�FRQILQHG�WR� WKH�DIIDLUV�RI�JRYHUQPHQW�DQG�RWKHU�SXEOLF�ERGLHV�
,QVWHDG�� WKH\� LQVLVW� WKDW� SROLWLFV� WDNHV� SODFH� ZLWKLQ� DOO� VRFLDO

���



JURXSV��3ROLWLFV� H[LVWV�ZKHQHYHU� DQG�ZKHUHYHU� FRQIOLFW� LV� IRXQG�
5DGLFDO� IHPLQLVWV� KDYH�EHHQ� WKH� NHHQHVW� RSSRQHQWV�RI� WKH� LGHD
WKDW� SROLWLFV� VWRSV�DW� WKH� IURQW� GRRU��6LQFH�� LQ� WKHLU� YLHZ�� JHQGHU
GLYLVLRQV� DUH� WKH� GHHSHVW� DQG�PRVW� DELGLQJ� GLYLVLRQV� LQ� VRFLHW\�
WKH�SROLWLFDO�SURFHVV�RULJLQDWHV�LQ�WKH�IDPLO\�LWVHOI��DQG�VSHFLILFDOO\
LQ� WKH�SURFHVV�RI�FRQGLWLRQLQJ� WKDW�VWUXFWXUHV�JHQGHU� UHODWLRQV� LQ
DOO�RWKHU�DUHQDV�

*HQGHU� HTXDOLW\�� )HPLQLVP� LV� RIWHQ� FKDUDFWHUL]HG� DV� D
PRYHPHQW� IRU� WKH� DFKLHYHPHQW� RI� JHQGHU� HTXDOLW\�� +RZHYHU�
IHPLQLVWV�KDYH�HPEUDFHG�FRQWUDVWLQJ�QRWLRQV�RI�HTXDOLW\��/LEHUDO
IHPLQLVWV�� IRU� LQVWDQFH�� KDYH� FKDPSLRQHG� OHJDO� DQG� SROLWLFDO
HTXDOLW\�ZLWK�PHQ��7KH\�KDYH�VXSSRUWHG�DQ�HTXDO� ULJKWV�DJHQGD
ZKLFK� ZRXOG� HQDEOH� ZRPHQ� WR� FRPSHWH� LQ� SXEOLF� OLIH� RQ� HTXDO
WHUPV� ZLWK� PHQ�� UHJDUGOHVV� RI� VH[�� (TXDOLW\� WKXV� PHDQV� HTXDO
DFFHVV�WR�WKH�SXEOLF�UHDOP��6RFLDOLVW�IHPLQLVWV�� LQ�FRQWUDVW��DUJXH
WKDW�HTXDO� ULJKWV�PD\�EH�PHDQLQJOHVV�XQOHVV�ZRPHQ�DOVR�HQMR\
HTXDOLW\� LQ� WHUPV�RI�HFRQRPLF�SRZHU��5DGLFDO� IHPLQLVWV�� IRU� WKHLU
SDUW�� DUH� SULPDULO\� FRQFHUQHG� DERXW� HTXDOLW\� LQ� IDPLO\� DQG
SHUVRQDO�OLIH�

7KH� SROLWLFV� RI� GLIIHUHQFH�� $� NH\� IDXOW� OLQH� ZLWKLQ� IHPLQLVP� LV
EHWZHHQ� WKRVH� IHPLQLVWV� ZKR� IDYRXU� HTXDOLW\� DQG� WKRVH� ZKR
LQVWHDG� HPEUDFH� WKH� LGHD� RI� GLIIHUHQFH�� 7KH� ODWWHU� SRVLWLRQ� LV
XVXDOO\� EDVHG� RQ� WKH� HVVHQWLDOLVW� DVVXPSWLRQ� WKDW� ZRPHQ� DQG
PHQ�DUH�IXQGDPHQWDOO\�GLIIHUHQW�DW�D�SV\FKR�ELRORJLFDO�OHYHO��7KH
DJJUHVVLYH�DQG�FRPSHWLWLYH�QDWXUH�RI�PHQ�DQG� WKH�FUHDWLYH�DQG
HPSDWKHWLF�FKDUDFWHU�RI�ZRPHQ�WKHUHIRUH�UHIOHFW�GHHSHU�KRUPRQDO
DQG�RWKHU�JHQHWLF�GLIIHUHQFHV��UDWKHU�WKDQ�WKH�VWUXFWXUH�RI�VRFLHW\�
:RPHQ� VKRXOG� UHFRJQL]H� DQG� FHOHEUDWH� WKH� GLVWLQFWLYH
FKDUDFWHULVWLFV� RI� WKH� IHPDOH� VH[�� WKH\� VKRXOG� VHHN� OLEHUDWLRQ
WKURXJK� GLIIHUHQFH�� DV� GHYHORSHG� DQG� IXOILOOHG� ZRPHQ�� QRW� DV
VH[OHVVߝ�SHUVRQVߞ�

.(<�7+,1.(5�
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6RXUFH��*HWW\�,PDJHV�3ULQW�&ROOHFWRU
8.� VRFLDO� WKHRULVW� DQG� IHPLQLVW�� 'HHSO\� LQIOXHQFHG� E\� WKH
GHPRFUDWLF�UDGLFDOLVP�RI�5RXVVHDX��:ROOVWRQHFUDIW�GHYHORSHG�WKH
ILUVW� V\VWHPDWLF� IHPLQLVW� FULWLTXH� VRPH� ��� \HDUV� EHIRUH� WKH
HPHUJHQFH�RI�WKH�IHPDOH�VXIIUDJH�PRYHPHQW��+HU�PRVW�LPSRUWDQW
ZRUN��$�9LQGLFDWLRQ�RI� WKH�5LJKWV�RI�:RPHQ� �>����@��������ZDV
LQIOXHQFHG�E\�/RFNHDQ�OLEHUDOLVP��DQG�LW�VWUHVVHG�WKH�HTXDO�ULJKWV
RI�ZRPHQ��HVSHFLDOO\� WKH� ULJKW� WR�HGXFDWLRQ�� RQ� WKH�EDVLV�RI� WKH
QRWLRQ� RI� ��ߞSHUVRQKRRGߝ +RZHYHU�� WKH� ZRUN� GHYHORSHG� D� PRUH
FRPSOH[� DQDO\VLV� RI� ZRPDQKRRG� LWVHOI� WKDW� LV� UHOHYDQW� WR� WKH
FRQFHUQV�RI�FRQWHPSRUDU\� IHPLQLVP��:ROOVWRQHFUDIW�ZDV�PDUULHG
WR�WKH�DQDUFKLVW�:LOOLDP�*RGZLQ��DQG�VKH�ZDV�WKH�PRWKHU�RI�0DU\
6KHOOH\��WKH�DXWKRU�RI�)UDQNHQVWHLQ�

&21&(37�
6XVWDLQDEOH�GHYHORSPHQW
6XVWDLQDEOH� GHYHORSPHQW� UHIHUV� WR� �GHYHORSPHQWߝ WKDW�PHHWV� WKH
QHHGV� RI� WKH� SUHVHQW� ZLWKRXW� FRPSURPLVLQJ� WKH� DELOLW\� RI� IXWXUH
JHQHUDWLRQV�WR�PHHW�WKHLU�RZQ�QHHGVߞ��%UXQGWODQG�5HSRUW���������
+RZHYHU�� WKHUH� DUH� FRQWUDVWLQJ� PRGHOV� RI� VXVWDLQDEOH
GHYHORSPHQW�� 6R�FDOOHG� �ZHDNߝ VXVWDLQDELOLW\ߞ� WDNHV� HFRQRPLF
JURZWK�WR�EH�GHVLUDEOH�EXW�VLPSO\� LQVLVWV�WKDW�JURZWK�OHYHOV�PXVW
EH�OLPLWHG�WR�HQVXUH�WKDW�HQYLURQPHQWDO�FRVWV�GR�QRW�WKUHDWHQ�WKH
SURVSHULW\�RI� IXWXUH�JHQHUDWLRQV��6WURQJ�VXVWDLQDELOLW\� UHMHFWV� WKH
SUR�JURZWK�LPSOLFDWLRQV�RI�ZHDN�VXVWDLQDELOLW\��DQG�IRFXVHV�RQ�WKH
QHHG�WR�SUHVHUYHߝ�QDWXUDO�FDSLWDOߞ�

*UHHQ�LGHRORJ\
$OWKRXJK� JUHHQ� LGHRORJ\�� RU� HFRORJLVP� �VHH� S�� ����� LV� XVXDOO\� VHHQ� DV� D
QHZ� LGHRORJ\� WKDW� LV� OLQNHG� WR� WKH� HPHUJHQFH� RI� WKH� HQYLURQPHQWDO
PRYHPHQW�VLQFH�WKH�ODWH�WZHQWLHWK�FHQWXU\��LWV�URRWV�FDQ�EH�WUDFHG�EDFN�WR
WKH� QLQHWHHQWK�FHQWXU\� UHYROW� DJDLQVW� LQGXVWULDOL]DWLRQ�� *UHHQ� LGHRORJ\
WKHUHIRUH�UHIOHFWV�FRQFHUQ�DERXW� WKH�GDPDJH�GRQH�WR�WKH�QDWXUDO�ZRUOG�E\
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WKH� LQFUHDVLQJ� SDFH� RI� HFRQRPLF� GHYHORSPHQW� �H[DFHUEDWHG� VLQFH� WKH
VHFRQG�KDOI�RI�WKH�WZHQWLHWK�FHQWXU\�E\�WKH�DGYHQW�RI�QXFOHDU�WHFKQRORJ\�
DFLG�UDLQ��R]RQH�GHSOHWLRQ��JOREDO�ZDUPLQJ��DQG�VR�RQ���DQG�DQ[LHW\�DERXW
WKH� GHFOLQLQJ� TXDOLW\� RI� KXPDQ� H[LVWHQFH� DQG�� XOWLPDWHO\�� WKH� VXUYLYDO� RI
WKH� KXPDQ� VSHFLHV�� 6XFK� FRQFHUQV� DUH� VRPHWLPHV� H[SUHVVHG� WKURXJK� WKH
YHKLFOH� RI� FRQYHQWLRQDO� LGHRORJLHV�� )RU� LQVWDQFH�� HFRVRFLDOLVP� H[SODLQV
HQYLURQPHQWDO� GHVWUXFWLRQ� LQ� WHUPV� RI� FDSLWDOLVPߞV� UDSDFLRXV� GHVLUH� IRU
SURILW�� (FRFRQVHUYDWLVP� OLQNV� WKH� FDXVH� RI� FRQVHUYDWLRQ� WR� WKH� GHVLUH� WR
SUHVHUYH� WUDGLWLRQDO�YDOXHV� DQG�HVWDEOLVKHG� LQVWLWXWLRQV��$QG�HFRIHPLQLVP
ORFDWHV� WKH� RULJLQV� RI� WKH� HFRORJLFDO� FULVLV� LQ� WKH� V\VWHP� RI�PDOH� SRZHU�
UHIOHFWLQJ� WKH� IDFW� WKDW� PHQ� DUH� OHVV� VHQVLWLYH� WKDQ� ZRPHQ� WR� QDWXUDO
SURFHVVHV�DQG�WKH�QDWXUDO�ZRUOG�
+RZHYHU�� ZKDW� JLYHV� JUHHQ� LGHRORJ\� LWV� UDGLFDO� HGJH� LV� WKH� IDFW� WKDW� LW
RIIHUV� DQ� DOWHUQDWLYH� WR� WKH� DQWKURSRFHQWULF�� RU� KXPDQ�FHQWUHG�� VWDQFH
DGRSWHG�E\�DOO�RWKHU�LGHRORJLHV��LW�GRHV�QRW�VHH�WKH�QDWXUDO�ZRUOG�VLPSO\�DV
D� UHVRXUFH� DYDLODEOH� WR� VDWLVI\� KXPDQ� QHHGV�� %\� KLJKOLJKWLQJ� WKH
LPSRUWDQFH�RI�HFRORJ\��JUHHQ�LGHRORJ\�GHYHORSV�DQ�HFRFHQWULF�ZRUOG�YLHZ
WKDW�SRUWUD\V�WKH�KXPDQ�VSHFLHV�DV�PHUHO\�SDUW�RI�QDWXUH��2QH�RI�WKH�PRVW
LQIOXHQWLDO�WKHRULHV�LQ�WKLV�ILHOG�LV�WKH�*DLD�K\SRWKHVLV��DGYDQFHG�E\�-DPHV
/RYHORFN���������������7KLV�SRUWUD\V�WKH�SODQHW�(DUWK�DV�D�OLYLQJ�RUJDQLVP
WKDW� LV�SULPDULO\� FRQFHUQHG�ZLWK� LWV�RZQ� VXUYLYDO��2WKHUV� KDYH� H[SUHVVHG
V\PSDWK\� IRU� VXFK� UDGLFDO� KROLVP� E\� GUDZLQJ� RQ� WKH� LGHDV� RI� (DVWHUQ
UHOLJLRQV� WKDW� HPSKDVL]H� WKH� RQHQHVV� RI� OLIH�� VXFK� DV� 7DRLVP� DQG� =HQ
%XGGKLVP��&DSUD�����RU�KXPDQLVW�HFRORJLVWV��VXFK�DV�WKRVHߞ6KDOORZߝ�����
LQ� VRPH� HQYLURQPHQWDO� SUHVVXUH� JURXSV�� EHOLHYH� WKDW� DQ� DSSHDO� WR� VHOI�
LQWHUHVW�DQG�FRPPRQ�VHQVH�ZLOO�SHUVXDGH�KXPDQNLQG�WR�DGRSW�HFRORJLFDOO\
VRXQG� SROLFLHV� DQG� OLIHVW\OHV�� XVXDOO\� LQ� OLQH� ZLWK� WKH� SULQFLSOH� RI
VXVWDLQDEOH�GHYHORSPHQW��VHH�S������HFRORJLVWV��RQ�WKH�RWKHU�KDQGߞHHS'ߝ���
LQVLVW�WKDW�QRWKLQJ�VKRUW�RI�D�IXQGDPHQWDO�UHRUGHULQJ�RI�SROLWLFDO�SULRULWLHV�
DQG� D�ZLOOLQJQHVV� WR� SODFH� WKH� LQWHUHVWV� RI� WKH� HFRV\VWHP�EHIRUH� WKRVH�RI
DQ\� LQGLYLGXDO� VSHFLHV�� ZLOO� XOWLPDWHO\� VHFXUH� SODQHWDU\� DQG� KXPDQ
VXUYLYDO��0HPEHUV�RI�ERWK�JURXSV� FDQ�EH� IRXQG� LQ� WKH� �JUHHQߞ\DQWL�SDUWߝ
SDUWLHV�WKDW�KDYH�VSUXQJ�XS�LQ�*HUPDQ\��$XVWULD�DQG�HOVHZKHUH�LQ�(XURSH
VLQFH�WKH�����V�
$QWKURSRFHQWULVP��7KH�EHOLHI�WKDW�KXPDQ�QHHGV�DQG�LQWHUHVWV�DUH
RI�RYHUULGLQJ�PRUDO�DQG�SKLORVRSKLFDO�LPSRUWDQFH��WKH�RSSRVLWH�RI
HFRFHQWULVP�
+ROLVP��7KH�EHOLHI�WKDW�WKH�ZKROH�LV�PRUH�LPSRUWDQW�WKDQ�LWV�SDUWV�
LPSO\LQJ�WKDW�XQGHUVWDQGLQJ�LV�JDLQHG�RQO\�E\�VWXG\LQJ�UHODWLRQVKLSV
DPRQJ�LWV�SDUWV�

���



.(<�,'($6�
*5((1�,'(2/2*<

(FRORJ\��7KH�FHQWUDO�SULQFLSOH�RI�DOO�IRUPV�RI�JUHHQ�LGHRORJ\�LV
HFRORJ\�� (FRORJ\� FRQIOLFWV� GUDPDWLFDOO\� ZLWK� WKH� QRWLRQ� RI
KXPDQNLQG� DV� �WKHߝ PDVWHU� RI� QDWXUHߞ�� DQG� LQVWHDG� VXJJHVWV
WKDW� D� GHOLFDWH� QHWZRUN� RI� LQWHUUHODWLRQVKLSV� WKDW� KDG� KLWKHUWR
EHHQ� LJQRUHG� VXVWDLQV� HDFK� KXPDQ� FRPPXQLW\�� LQGHHG� WKH
HQWLUH� KXPDQ� VSHFLHV��*UHHQ� WKLQNHUV� DUJXH� WKDW� KXPDQNLQG
FXUUHQWO\� IDFHV� WKH� SURVSHFW� RI� HQYLURQPHQWDO� GLVDVWHU
SUHFLVHO\� EHFDXVH�� LQ� LWV� SDVVLRQDWH� EXW� EOLQNHUHG� SXUVXLW� RI
PDWHULDO� ZHDOWK�� LW� KDV� XSVHW� WKH� EDODQFH� RI� QDWXUH�
HQGDQJHULQJ� WKH� YHU\� HFRV\VWHPV� WKDW� PDNH� KXPDQ� OLIH
SRVVLEOH�
6KDOORZ�DQG�GHHS�HFRORJ\��7KH�PRVW�LPSRUWDQW�GLVWLQFWLRQ�LQ
JUHHQ� LGHRORJ\� LV�EHWZHHQ�ZKDW�DUH� WHUPHG� \�HFRORJߞVKDOORZߝ
DQG� �ߞGHHSߝ HFRORJ\�� 6KDOORZ� HFRORJ\� LV� D� JUHHQ� LGHRORJLFDO
SHUVSHFWLYH� WKDW� KDUQHVVHV� WKH� OHVVRQV�RI� HFRORJ\� WR� KXPDQ
QHHGV� DQG� HQGV�� DQG� LV� DVVRFLDWHG� ZLWK� YDOXHV� VXFK� DV
VXVWDLQDELOLW\� DQG� FRQVHUYDWLRQ�� 'HHS� HFRORJ\�� LQ� FRQWUDVW�
UHMHFWV� DQWKURSRFHQWULVP�� RU� KXPDQ�FHQWUHGQHVV�� DQG� JLYHV
SULRULW\� WR� WKH� PDLQWHQDQFH� RI� QDWXUH�� LW� LV� DVVRFLDWHG� ZLWK
YDOXHV� VXFK� DV� ELRFHQWULF� HTXDOLW\�� GLYHUVLW\� DQG
GHFHQWUDOL]DWLRQ�
+ROLVP�� *UHHQ� WKLQNHUV� KDYH� EHHQ� DWWUDFWHG� WR� WKH� LGHD� RI
KROLVP� DV� DQ� DOWHUQDWLYH� WR� WKH� UHGXFWLRQLVW� RU� PHFKDQLVWLF
VFLHQWLILF� WKHRULHV� WKDW� KDYH� VXVWDLQHG� WKH� GHOXVLRQ� WKDW� WKH
QDWXUDO�ZRUOG� LV�PHUHO\�D�UHVRXUFH�DYDLODEOH� WR�VDWLVI\�KXPDQ
QHHGV��+ROLVP� LV� WKH� EHOLHI� WKDW� WKH�ZKROH� LV�PRUH� LPSRUWDQW
WKDQ� LWV� SDUWV�� ,W� LPSOLHV� WKDW� XQGHUVWDQGLQJ� LV� JDLQHG� E\
VWXG\LQJ� UHODWLRQVKLSV� DPRQJ� WKH� SDUWV� RI� D� ODUJHU� HQWLW\�
UDWKHU� WKDQ�E\�WUHDWLQJ�WKH�SDUWV�DV�HQWLWLHV� LQ� WKHLU�RZQ�ULJKW�
,Q� WKHLU� VHDUFK� IRU� QHZ� SDUDGLJPV� RI� KROLVWLF� WKLQNLQJ�� JUHHQ
WKHRULVWV�KDYH�ORRNHG��YDULRXVO\��WR�TXDQWXP�PHFKDQLFV��QRQ�
:HVWHUQ�UHOLJLRQV�DQG�WKH�*DLD�K\SRWKHVLV�
6XVWDLQDELOLW\�� *UHHQ� WKLQNHUV� ZKR� VXEVFULEH� WR� VKDOORZ
HFRORJLFDO� SHUVSHFWLYHV� W\SLFDOO\� DUJXH� WKDW� KXPDQNLQG� ZLOO
RQO\�VXUYLYH�DQG�SURVSHU� LI� LW� UHFRJQL]HV� WKDW� LW� LV�PHUHO\�RQH
HOHPHQW� RI� D� FRPSOH[� ELRVSKHUH�� DQG� WKDW� RQO\� D� KHDOWK\�
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EDODQFHG� ELRVSKHUH� ZLOO� VXVWDLQ� KXPDQ� OLIH�� 3ROLFLHV� DQG
DFWLRQV� PXVW� WKHUHIRUH� EH� MXGJHG� E\� WKH� SULQFLSOH� RI
��ߞ\VXVWDLQDELOLWߝ WKH�FDSDFLW\�RI�D�V\VWHP�WR�PDLQWDLQ� LWV�KHDOWK
DQG�FRQWLQXH� LQ�H[LVWHQFH�RYHU� WLPH��6XVWDLQDELOLW\�VHWV�FOHDU
OLPLWV� RQ� KXPDQ� DPELWLRQV� DQG� PDWHULDO� GUHDPV� EHFDXVH� LW
UHTXLUHV� WKDW�SURGXFWLRQ�GRHV�DV� OLWWOH�GDPDJH�DV�SRVVLEOH� WR
WKH�IUDJLOH�JOREDO�HFRV\VWHP�
5HMHFWLRQ� RI� FRQYHQWLRQDO� HWKLFV�� *UHHQ� LGHRORJ\� LV
FRQFHUQHG� ZLWK� H[WHQGLQJ� PRUDO� WKLQNLQJ� LQ� D� QXPEHU� RI
GLUHFWLRQV�� 7KLV� LV� EHFDXVH� FRQYHQWLRQDO� HWKLFDO� V\VWHPV� DUH
FOHDUO\�DQWKURSRFHQWULF��RULHQWDWHG�DURXQG�WKH�SOHDVXUH��QHHGV
DQG�LQWHUHVWV�RI�KXPDQ�EHLQJV��,Q�VXFK�SKLORVRSKLHV��WKH�QRQ�
KXPDQ�ZRUOG� LV� LQYHVWHG�ZLWK� YDOXH� RQO\� WR� WKH� H[WHQW� WKDW� LW
VDWLVILHV�KXPDQ�QHHGV�� ,Q�VKDUS�FRQWUDVW��GHHS�HFRORJLVWV�� LQ
SDUWLFXODU��VXJJHVW� WKDW�QDWXUH�KDV�YDOXH� LQ� LWV�RZQ�ULJKW�� WKDW
LV��LQWULQVLF�YDOXH��)URP�WKLV�SHUVSHFWLYH��HQYLURQPHQWDO�HWKLFV
KDYH�QRWKLQJ�WR�GR�ZLWK�KXPDQ�LQVWUXPHQWDOLW\��DQG�FDQQRW�EH
DUWLFXODWHG�WKURXJK�WKH�H[WHQVLRQ�RI�KXPDQ�YDOXHV�WR�WKH�QRQ�
KXPDQ�ZRUOG�
3RVWPDWHULDOLVP��*UHHQ�WKLQNHUV�KDYH�DGYDQFHG�D�FULWLTXH�RI
PDWHULDOLVP�DQG�FRQVXPHULVP�WKDW�HPSKDVL]HV�WKHLU�QHJDWLYH
LPSOLFDWLRQV� IRU� ERWK� UHVRXUFH� GHSOHWLRQ� DQG� SHUVRQDO� ZHOO�
EHLQJ��$V� D� SULRULW\�� KXPDQNLQG�PXVW� WKHUHIRUH� OLEHUDWH� LWVHOI
IURP� D� �ߞKDYLQJߝ DWWLWXGH� RI� PLQG�� :LWK� WKLV� LQ� PLQG�� JUHHQ
WKLQNHUV� KDYH� RIWHQ� DGYRFDWHG� D� VKLIW� LQ� HPSKDVLV� IURP
�ߞKDYLQJߝ WR� ��ߞEHLQJߝ �ߞHLQJ%ߝ UHSUHVHQWV� VDWLVIDFWLRQ� WKDW� LV
GHULYHG� IURP� H[SHULHQFH� DQG� VKDULQJ�� OHDGLQJ� WR� SHUVRQDO
JURZWK� DQG� HYHQ� VSLULWXDO� DZDUHQHVV�� 7KH� NH\� IHDWXUH� RI
�DV�DQ�DWWLWXGH�RI�PLQG�LV�WKDW�LW�VHHNV�WR�WUDQVFHQG�WKHߞEHLQJߝ
VHOI�� RU� LQGLYLGXDO� HJR�� DQG� WR� UHFRJQL]H� WKDW� HDFK� SHUVRQ� LV
LQWULQVLFDOO\� OLQNHG� WR� DOO� RWKHU� WKLQJV�� DQG�� LQGHHG�� WR� WKH
XQLYHUVH�LWVHOI�

&21&(37�
(FRORJLVP
(FRORJ\��D�WHUP�ILUVW�XVHG�E\�(UQVW�+DHFNHO�LQ�������LV�WKH�VWXG\
RI�WKH�UHODWLRQVKLS�EHWZHHQ�OLYLQJ�RUJDQLVPV�DQG�WKHLU
HQYLURQPHQW��,W�WKXV�GUDZV�DWWHQWLRQ�WR�WKH�QHWZRUN�RI
UHODWLRQVKLSV�WKDW�VXVWDLQ�DOO�IRUPV�RI�OLIH��(FRORJLVP�LV�D�SROLWLFDO
GRFWULQH�RU�LGHRORJ\�WKDW�LV�FRQVWUXFWHG�RQ�WKH�EDVLV�RI�HFRORJLFDO
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DVVXPSWLRQV��QRWDEO\�DERXW�WKH�HVVHQWLDO�OLQN�EHWZHHQ�KXPDQNLQG
DQG�WKH�QDWXUDO�ZRUOG��KXPDQV�DUH�SDUW�RI�QDWXUH��QRW�LWV
FRORJLVP�LV�VRPHWLPHV�GLVWLQJXLVKHG�IURP)��ߞPDVWHUVߝ
HQYLURQPHQWDOLVP��LQ�WKDW�WKH�IRUPHU�LPSOLHV�WKH�DGRSWLRQ�RI�D
ELRFHQWULF�SHUVSHFWLYH��ZKLOH�WKH�ODWWHU�LV�FRQFHUQHG�ZLWK
SURWHFWLQJ�QDWXUH��XOWLPDWHO\�IRU�KXPDQ�EHQHILW�

&RVPRSROLWDQLVP
$OWKRXJK�FRVPRSROLWDQ�LGHDV�FDQ�EH�WUDFHG�EDFN�WR�WKH�&\QLFV�RI�$QFLHQW
*UHHFH� DQG� WKH�6WRLFV�RI�$QFLHQW�5RPH�� FRVPRSROLWDQLVP�KDV�RQO\�EHHQ
WUHDWHG� DV� DQ� LGHRORJLFDO� WUDGLWLRQ� LQ� LWV� RZQ� ULJKW� VLQFH� WKH� ����V�� 7KLV
RFFXUUHG�DV�WKH�PRUDO��SROLWLFDO�DQG�FXOWXUDO�LPSOLFDWLRQV�RI�JURZLQJ�JOREDO
LQWHUFRQQHFWHGQHVV� EHFDPH� LQFUHDVLQJO\� DSSDUHQW�� ,Q� WKDW� VHQVH�
FRVPRSROLWDQLVP� FDQ� EH� YLHZHG� DV� WKH� LGHRORJLFDO� H[SUHVVLRQ� RI
JOREDOL]DWLRQ� �DOWKRXJK� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� WZR� LV� FRPSOH[�
FRVPRSROLWDQV�RIWHQ�FDOOLQJ�IRU�UDGLFDO�FKDQJHV�LQ�WKH�FXUUHQWO\�GRPLQDQW
IRUPV�RI�JOREDOL]DWLRQ���,Q�D�OLWHUDO�VHQVH��FRVPRSROLWDQLVP�PHDQV�D�EHOLHI
LQ� D� FRVPRSROLV� RU� �ZRUOGߝ VWDWHߞ�� +RZHYHU�� VXFK� ߞSROLWLFDOߝ
FRVPRSROLWDQLVP�� ZKLFK� LV� UHIOHFWHG� LQ� WKH� TXHVW� WR� HVWDEOLVK� JOREDO
SROLWLFDO� LQVWLWXWLRQV�� KDV� OLPLWHG� UHOHYDQFH� WR� PRGHUQ� FRVPRSROLWDQ
WKLQNLQJ�� GXH� WR� LWV� DVVRFLDWLRQ� ZLWK� WKH� XQIDVKLRQDEOH� LGHD� RI� ZRUOG
JRYHUQPHQW��0RGHUQ�FRVPRSROLWDQLVP� WKHUHIRUH� WHQGV� WR�KDYH�D�PRUDO�RU
FXOWXUDO�FKDUDFWHU�
:RUOG�JRYHUQPHQW��7KH�LGHD�RI�DOO�RI�KXPDQNLQG�XQLWHG�XQGHU�RQH
FRPPRQ�SROLWLFDO�DXWKRULW\��ZKHWKHU�D�XQLWDU\�ZRUOG�VWDWH�ZLWK
VXSUDQDWLRQDO�DXWKRULW\�RU�D�IHGHUDO�ERG\�WKDW�VKDUHV�VRYHUHLJQW\
ZLWK�QDWLRQ�VWDWHV�
�ߞ0RUDOߝ FRVPRSROLWDQLVP�� WKH� QRWLRQ� WKDW� XQGHUSLQV� PXFK� DQWL�
JOREDOL]DWLRQ� DFWLYLVP�� LV� WKH� EHOLHI� WKDW� WKH� ZRUOG� FRQVWLWXWHV� D� VLQJOH
PRUDO�FRPPXQLW\��7KLV� LPSOLHV� WKDW�SHRSOH�KDYH�REOLJDWLRQV��SRWHQWLDOO\�
WRZDUGV� DOO� RWKHU� SHRSOH� LQ� WKH�ZRUOG�� UHJDUGOHVV� RI� QDWLRQDOLW\�� UHOLJLRQ�
HWKQLFLW\��DQG�VR�IRUWK��6XFK�HWKLFDO�WKLQNLQJ�LV�EDVHG�RQ�WKH�FRUH�LGHD�WKDW
WKH�LQGLYLGXDO��UDWKHU�WKDQ�DQ\�SROLWLFDO�FRPPXQLW\��LV�WKH�SULQFLSDO�IRFXV
RI�PRUDO�FRQFHUQ��0RVW�FRPPRQO\��WKLV�LV�DVVHUWHG�WKURXJK�WKH�GRFWULQH�RI
KXPDQ�ULJKWV��VHH�S��������1HYHUWKHOHVV��PRUDO�FRVPRSROLWDQLVP�KDV�WDNHQ
FRQWUDVWLQJ�OLEHUDO�DQG�VRFLDOLVW�IRUPV�
/LEHUDO�FRVPRSROLWDQLVP�KDV�EHHQ�H[SUHVVHG�LQ�WZR�ZD\V��7KH�ILUVW�LV�WKH
DWWHPSW�WR�XQLYHUVDOL]H�FLYLF�DQG�SROLWLFDO�ULJKWV��HVSHFLDOO\�FODVVLFߝ�OLEHUDOߞ
ULJKWV�VXFK�DV�WKH�ULJKW�WR�OLIH��OLEHUW\�DQG�SURSHUW\��IUHHGRP�RI�H[SUHVVLRQ�
DQG� IUHHGRP� IURP� DUELWUDU\� DUUHVW�� 7KH� VHFRQG� IRUP� RI� OLEHUDO
FRVPRSROLWDQLVP�GHULYHV� IURP�HFRQRPLF� OLEHUDOLVP��DQG�SODFHV�SDUWLFXODU
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VWUHVV� RQ� DWWHPSWV� WR� XQLYHUVDOL]H� PDUNHW� VRFLHW\�� VHHQ� DV� D� PHDQV� RI
ZLGHQLQJ� LQGLYLGXDO� IUHHGRP� DQG� SURPRWLQJ� PDWHULDO� DGYDQFHPHQW�� ,Q
PDUNHG�FRQWUDVW��VRFLDOLVW�FRVPRSROLWDQLVP�LV�URRWHG�LQ�WKH�0DU[LVW�EHOLHI
WKDW� SUROHWDULDQ� FODVV� VROLGDULW\� KDV� D� WUDQVQDWLRQDO� FKDUDFWHU�� 0RGHUQ
YHUVLRQV�RI�VXFK�WKLQNLQJ�DUH��QHYHUWKHOHVV��PRUH�OLNHO\�WR�EH�EDVHG�RQ�WKH
LGHD� RI� HFRQRPLF� DQG� VRFLDO� ULJKWV� WKDQ� RQ� 0DU[LVW� DQDO\VLV�� 7KH� NH\
WKHPH� LQ� WKLV� IRUP� RI� FRVPRSROLWDQLVP� LV� WKH� TXHVW� IRU� JOREDO� VRFLDO
MXVWLFH��LPSO\LQJ�ERWK�D�VXEVWDQWLDO�UHGLVWULEXWLRQ�RI�ZHDOWK�IURP�WKH�JOREDO
1RUWK�WR�WKH�JOREDO�6RXWK�
6XFK� WKLQNLQJ� LV�RIWHQ�DVVRFLDWHG�ZLWK� �ߞFXOWXUDOߝ FRVPRSROLWDQLVP��ZKLFK
KLJKOLJKWV� WKH� H[WHQW� WR� ZKLFK� SHRSOHߞV� YDOXHV� DQG� OLIHVW\OHV� KDYH� EHHQ
UHFRQILJXUHG� DV� D� UHVXOW� RI� LQWHQVLILHG� JOREDO� LQWHUFRQQHFWHGQHVV�� ,Q� WKLV
VHQVH��SROLWLFDO�FRPPXQLW\� LV� LQ� WKH�SURFHVV�RI�EHLQJ�UHGHILQHG�DV�SHRSOH
FRPH� WR� WKLQN� RI� WKHPVHOYHV� DV� �JOREDOߝ FLWL]HQVߞ�� UDWKHU� WKDQ� PHUHO\
FLWL]HQV� RI� D� SDUWLFXODU� VWDWH�� 7KH� VXSSRVHG� HYLGHQFH� IRU� WKLV� LV� WKH� VKLIW
IURP� QDWLRQDOLVP� WR� PXOWLFXOWXUDOLVP�� RU�� DW� OHDVW�� D� IRUP� RI
PXOWLFXOWXUDOLVP� WKDW� HPSKDVL]HV� K\EULGLW\� DQG� FXOWXUDO� PL[LQJ�� RU
�ߞPRQJUHOL]DWLRQߝ �:DOGURQ�� ������� +RZHYHU�� DOWKRXJK� FRVPRSROLWDQLVP
KDV� KDG� D� JURZLQJ� LPSDFW� RQ� HWKLFDO� WKLQNLQJ�� LW� KDV� KDG� RQO\� D� OLPLWHG
LPSDFW� LQ� WHUPV� RI� FXOWXUDO� UHVWUXFWXULQJ� DQG� KDV� FHUWDLQO\� QRW� GLVSODFHG
QDWLRQDOLVP�DV�DQ�LGHRORJLFDO�IRUFH�

&21&(37�
)XQGDPHQWDOLVP
)XQGDPHQWDOLVP� UHIHUV� WR� D� VW\OH� RI� WKRXJKW� LQ� ZKLFK� FHUWDLQ
SULQFLSOHV� DUH� UHFRJQL]HG� DV� HVVHQWLDO� �ߞWUXWKVߝ ZKLFK� KDYH
XQFKDOOHQJHDEOH� DQG� RYHUULGLQJ� DXWKRULW\�� 6XEVWDQWLYH
IXQGDPHQWDOLVPV� KDYH� OLWWOH� RU� QRWKLQJ� LQ� FRPPRQ�� H[FHSW� WKDW
WKHLU�VXSSRUWHUV�WHQG�WR�HYLQFH�DQ�HDUQHVWQHVV�RU�IHUYRXU�ERUQ�RXW
RI� GRFWULQDO� FHUWDLQW\�� $OWKRXJK� LW� LV� XVXDOO\� DVVRFLDWHG� ZLWK
UHOLJLRQ�DQG� WKH� OLWHUDO� WUXWK�RI�VDFUHG� WH[WV�� IXQGDPHQWDOLVP�FDQ
DOVR� EH� IRXQG� LQ� SROLWLFDO� FUHHGV�� 7KH� WHUP� LV� FRQWURYHUVLDO
EHFDXVH� LW� LV� RIWHQ� XVHG� SHMRUDWLYHO\�� WR� LPSO\� LQIOH[LELOLW\�
GRJPDWLVP�DQG�DXWKRULWDULDQLVP�

5HOLJLRXV�IXQGDPHQWDOLVP
5HOLJLRXV� IXQGDPHQWDOLVP� KDV� EHHQ� D� JURZLQJ� SROLWLFDO� IRUFH� VLQFH� WKH
����V�� ,WV� PRVW� SROLWLFDOO\� VLJQLILFDQW� IRUP� KDV� EHHQ� ,VODPLF
IXQGDPHQWDOLVP��VRPHWLPHV�FDOOHG�,VODPLVP��VHH�S��������2IWHQ�DVVRFLDWHG
ZLWK� WKH� ����� �VODPLF,ߝ 5HYROXWLRQߞ� LQ� ,UDQ�� ,VODPLF� IXQGDPHQWDOLVP� KDV
EHHQ� HYLGHQW� WKURXJKRXW� WKH�0LGGOH� (DVW� DQG� SDUWV� RI� QRUWK� $IULFD� DQG
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$VLD�� +RZHYHU�� IRUPV� RI� &KULVWLDQ� IXQGDPHQWDOLVP� �86$��� +LQGX
IXQGDPHQWDOLVP� DQG� 6LNK� IXQGDPHQWDOLVP� �,QGLD��� DQG� HYHQ� %XGGKLVW
IXQGDPHQWDOLVP� �6UL� /DQND� DQG� 0\DQPDU�� KDYH� DOVR� HPHUJHG�� ,W� LV
GLIILFXOW� WR� JHQHUDOL]H� DERXW� WKH� FDXVHV� RI� WKLV� IXQGDPHQWDOLVW� XSVXUJH�
EHFDXVH�LQ�GLIIHUHQW�SDUWV�RI�WKH�ZRUOG�LW�KDV�WDNHQ�GLIIHUHQW�GRFWULQDO�IRUPV
DQG� GLVSOD\HG� GLIIHUHQW� LGHRORJLFDO� IHDWXUHV�� ,W� LV� QHYHUWKHOHVV� FOHDU� WKDW
IXQGDPHQWDOLVP� DULVHV� LQ� GHHSO\� WURXEOHG� VRFLHWLHV�� SDUWLFXODUO\� VRFLHWLHV
DIIOLFWHG�E\�DQ�DFWXDO�RU�SHUFHLYHG�FULVLV�RI�LGHQWLW\��$PRQJ�WKH�IDFWRUV�WKDW
KDYH� FRQWULEXWHG� WR� VXFK� FULVHV� VLQFH� WKH� ILQDO� GHFDGHV� RI� WKH� WZHQWLHWK
FHQWXU\�KDYH�EHHQ�WKH�VSUHDG�RI�VHFXODULVP�DQG�WKH�DSSDUHQW�ZHDNHQLQJ�RI
VRFLHW\ߞV� �PRUDOߝ IDEULFߞ�� DQG� WKH� VHDUFK� LQ� SRVWFRORQLDO� VWDWHV� IRU� D� QRQ�
:HVWHUQ�DQG�SHUKDSV�DQWL�:HVWHUQ�SROLWLFDO�LGHQWLW\�
6HFXODULVP��7KH�EHOLHI�WKDW�UHOLJLRQ�VKRXOG�QRW�LQWUXGH�LQWR�VHFXODU
�ZRUOGO\��DIIDLUV��XVXDOO\�UHIOHFWHG�LQ�WKH�GHVLUH�WR�VHSDUDWH�WKH�VWDWH
IURP�LQVWLWXWLRQDOL]HG�UHOLJLRQ�
7KH� FRUH� LGHD� RI� UHOLJLRXV� IXQGDPHQWDOLVP� LV� WKDW� UHOLJLRQ� FDQQRW� DQG
VKRXOG� QRW� EH� FRQILQHG� WR� WKH� SULYDWH� VSKHUH�� LQVWHDG�� LW� ILQGV� LWV� KLJKHVW
DQG� SURSHU� H[SUHVVLRQ� LQ� WKH� SROLWLFV� RI� SRSXODU�PRELOL]DWLRQ� DQG� VRFLDO
UHJHQHUDWLRQ�� $V� $\DWROODK� .KRPHLQL� �VHH� S�� ����� SXW� LW�� �SROLWLFVߝ LV
UHOLJLRQߞ�� 7KLV� LPSOLHV� WKDW� UHOLJLRXV� YDOXHV� DQG� EHOLHIV� FRQVWLWXWH� WKH
RUJDQL]LQJ� SULQFLSOHV� RI� SXEOLF� H[LVWHQFH�� LQFOXGLQJ� ODZ�� VRFLDO� FRQGXFW
DQG� WKH� HFRQRP\� DV� ZHOO� DV� SROLWLFV�� :KLOH� VRPH� FODLP� WKDW� VXFK� D
WHQGHQF\� FDQ� EH� LGHQWLILHG� LQ� DOO� RI� WKH� ZRUOGߞV� PDMRU� UHOLJLRQV�� RWKHUV
DUJXH� WKDW� LW� LV� UHVWULFWHG� WR� ,VODP�� 3URWHVWDQW� &KULVWLDQLW\�� DQG� SRVVLEO\
&DWKROLFLVP��DV�RQO\� WKHVH�UHOLJLRXV� WUDGLWLRQV�KDYH� WKH�FDSDFLW\� WR� WKURZ
XS�FRPSUHKHQVLYH�SURJUDPPHV�RI�SROLWLFDO�UHQHZDO��,Q� WKH�FDVH�RI� ,VODP�
WKLV�WHQGHQF\�PD\�EH�SDUWLFXODUO\�SURQRXQFHG��DV�,VODP�KDV�QHYHU�EHHQ�MXVW
Dߝ�UHOLJLRQߞ�DV�VXFK��UDWKHU��LW�LV�D�FRPSOHWH�ZD\�RI�OLIH��ZLWK�LQVWUXFWLRQV�RQ
PRUDO��SROLWLFDO�DQG�HFRQRPLF�EHKDYLRXU� IRU�ERWK� LQGLYLGXDOV�DQG�QDWLRQV
DOLNH��,Q�WKLV�OLJKW��SROLWLFV�PD\�EH�PRUH�LQWHJUDO�WR�,VODP�WKDQ�LW�LV�WR��VD\�
&KULVWLDQLW\��ZKLFK�KDV�WUDGLWLRQDOO\�UHOLHG�RQ�WKH�GLVWLQFWLRQ�EHWZHHQ�*RG
DQG�&DHVDU��UHSUHVHQWLQJ�KXPDQ�JRYHUQPHQW��WR�VHSDUDWH�WKH�KRO\�IURP�WKH
ZRUOGO\��$V�+LQGX�� 6LNK�� -HZLVK� DQG�%XGGKLVW� IRUPV� RI� IXQGDPHQWDOLVP
WHQG� WR� EH� PRUH� QDUURZO\� FRQFHUQHG� ZLWK� KHOSLQJ� WR� FODULI\� RU� UHGHILQH
QDWLRQDO�RU�HWKQLF�LGHQWLW\��WKH\�DUH�SHUKDSV�EHWWHU�FODVVLILHG�DV�H[DPSOHV�RI
HWKQLF�QDWLRQDOLVP��GLVFXVVHG�LQ�&KDSWHU����
3RSXOLVP
7KH�SHULRG�VLQFH�WKH�HDUO\�����V��DQG�HVSHFLDOO\�VLQFH�WKH�JOREDO�ILQDQFLDO
FULVLV� RI� ��ߙ������ KDV� VRPHWLPHV� EHHQ� GXEEHG� WKH� �DJHߝ RI� SRSXOLVPߞ�
DVVRFLDWHG�ZLWK� WKH� HPHUJHQFH� RI� ILJXUHV� VXFK� DV�'RQDOG�7UXPS� �86$��
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0DULQH� /H� 3HQ� �)UDQFH��� *HHUW� :LOGHUV� �1HWKHUODQGV��� 5DIDHO� &RUUHD
�(FXDGRU�� DQG� -DLU� %ROVRQDUR� �%UD]LO��� DQG�PRYHPHQWV� LQFOXGLQJ� 6\UL]D
�*UHHFH�� DQG� WKH� )LYH� 6WDU�0RYHPHQW� �,WDO\��� 3RSXOLVP�� QHYHUWKHOHVV�� LV
QRW�D�QHZ�SROLWLFDO�SKHQRPHQRQ��,WV�RULJLQV�DUH�XVXDOO\�WUDFHG�EDFN�WR�WKH
ODWH�QLQHWHHQWK�FHQWXU\�DQG�WKH�DGYHQW�RI� WKH�VR�FDOOHG�1DURGQLNL� �D� WHUP
GHULYHG� IURP� WKH� H[SUHVVLRQ� �RLQJ*ߝ WR� WKH� SHRSOHߞ�� LQ� 5XVVLD� DQG� WKH
3HRSOHߞV�3DUW\��DOVR�FDOOHG�WKH�3RSXOLVW�3DUW\��LQ�86$��ZLWK�D�IXUWKHU�ZDYH
RI� SRSXOLVP� WDNLQJ�SODFH� LQ�/DWLQ�$PHULFD� LQ� WKH�PLG�WZHQWLHWK� FHQWXU\�
+RZHYHU�� PXFK� FRQIXVLRQ� VXUURXQGV� WKH� GHILQLWLRQ� RI� SRSXOLVP� DQG� WKH
QDWXUH�RI�WKH�SROLWLFDO�SKHQRPHQRQ�WKDW�LW�UHSUHVHQWV��$W�GLIIHUHQW�WLPHV�LW
KDV�EHHQ� WUHDWHG�DV�DQ� LGHRORJ\��D�PRYHPHQW��D�V\QGURPH�DQG�D�SROLWLFDO
VW\OH�

&21&(37�
3RSXOLVP
3RSXOLVP��IURP�WKH�/DWLQ�SRSXOXV��PHDQLQJߝ�WKH�SHRSOHߞ��KDV�EHHQ
XVHG� WR� GHVFULEH� ERWK� GLVWLQFWLYH� SROLWLFDO� PRYHPHQWV� DQG� D
SDUWLFXODU� WUDGLWLRQ� RI� SROLWLFDO� WKRXJKW�� 0RYHPHQWV� RU� SDUWLHV
GHVFULEHG�DV�SRSXOLVW� KDYH�EHHQ�FKDUDFWHUL]HG�E\� WKHLU� FODLP� WR
VXSSRUW� WKH�FRPPRQ�SHRSOH� LQ� WKH� IDFH�RI� �HFRQRPLF�RUߞFRUUXSWߝ
SROLWLFDO�HOLWHV��$V�D�SROLWLFDO�WUDGLWLRQ��SRSXOLVP�UHIOHFWV�WKH�EHOLHI
WKDW� WKH� LQVWLQFWV�DQG�ZLVKHV�RI� WKH�SHRSOH�SURYLGH� WKH�SULQFLSDO
OHJLWLPDWH�JXLGH� WR�SROLWLFDO�DFWLRQ��3RSXOLVW�SROLWLFLDQV�� WKHUHIRUH�
PDNH�D�GLUHFW�DSSHDO�WR�WKH�SHRSOH��DQG�FODLP�WR�JLYH�H[SUHVVLRQ
WR�WKHLU�GHHSHVW�KRSHV�DQG�IHDUV�

9LHZHG� DV� DQ� LGHRORJ\�� WKH� FHQWUDO� IHDWXUH� RI� SRSXOLVP� LV� WKH� LGHD� WKDW
VRFLHW\� LV� GLYLGHG� LQWR� WZR� ZDUULQJ� JURXSV�� WKH� �ߞSXUHߝ SHRSOH� DQG� WKH
�ߞFRUUXSWߝ HOLWH��)URP� WKH� SRSXOLVW� SHUVSHFWLYH�� �WKHߝ SHRSOHߞ� FRQVWLWXWH� WKH
RQO\�VRXUFH�RI�PRUDO�ZRUWK�LQ�SROLWLFV��WKHLU�LQVWLQFWV�DQG�ZLVKHV�SURYLGLQJ
WKH� VROH� OHJLWLPDWH� JXLGH� WR� SROLWLFDO� DFWLRQ�� +RZHYHU�� QRW� RQO\� LV� WKLV
FRQFHSWLRQ�RI�WKH�SHRSOH�KLJKO\�VHOHFWLYH��H[FOXGLQJ�DOO�WKRVH�ZKR�DUH�QRW
GHHPHG� WR� EH� �UHDOߝ SHRSOHߞ�� EXW� WKH� SHRSOH� DUH� DOVR� WDNHQ� WR� EH� VWULFWO\
XQLILHG� DQG� KRPRJHQHRXV�� 3RSXOLVP� LV� WKHUHIRUH� DOZD\V� DQWL�SOXUDOLVW� LQ
FKDUDFWHU�� SXWWLQJ� LW� DW� RGGV� ZLWK� OLEHUDOLVP� LQ� JHQHUDO� DQG� OLEHUDO
GHPRFUDF\�LQ�SDUWLFXODU��1HYHUWKHOHVV��SRSXOLVW�KRVWLOLW\�WRZDUGV�OLEHUDOLVP
DOVR�KDV�RWKHU�VRXUFHV��1RW�RQO\�GRHV�SRSXOLVPߞV�LPDJH�RI�D�VRFLHW\�VWDUNO\
GLYLGHG�LQWR�ULYDO�KRPRJHQHRXV�JURXSVߙ��WKH�SHRSOH�DQG�WKH�HOLWHߙ��FODVK
VWDUNO\�ZLWK�OLEHUDOLVPߞV�HPSKDVLV�RQ�WKH�LQGLYLGXDO��EXW�SRSXOLVP�KDV�DOVR
EHHQ� YLHZHG� DV� D� FXOWXUDO� EDFNODVK� DJDLQVW� WKH� VHHPLQJO\� UHOHQWOHVV
DGYDQFH�RI�OLEHUDO�VRFLDO�YDOXHV��1RUULV�DQG�,QJOHKDUW���������7KHߝ�FRUUXSWߞ
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HOLWH�V�� DJDLQVW� ZKLFK� SRSXOLVWV� UDLO�� DQG� WKH� LQVWLWXWLRQV� WKURXJK� ZKLFK
WKH\� UXOH�� DUH� WKHUHIRUH� FRPPRQO\� WKRXJKW� WR� KDYH� DQ� HVVHQWLDOO\� OLEHUDO
FKDUDFWHU�

6RXUFH��*HWW\�,PDJHV�0LORV�%LFDQVNL��6WULQJHU

$OH[LV�7VLSUDV�JUHHWV�VXSSRUWHUV�RI�KLV�OHIW�ZLQJ�SRSXOLVW�SDUW\�
6\UL]D��LQ�$WKHQV��������7VLSUDV�LV�RQH�RI�D�QXPEHU�RI
VXFFHVVIXO�SRSXOLVW�ILJXUHV�DQG�SDUWLHV�WR�KDYH�HPHUJHG�LQ
UHFHQW�\HDUV�
$OWKRXJK� SRSXOLVWV� DUH� XQLILHG� LQ� SRUWUD\LQJ� VRFLHW\� LQ� WHUPV� RI� D� EDWWOH
EHWZHHQ� �WKHߝ SHRSOHߞ� DQG� �WKHߝ HOLWHߞ�� OHIW�ZLQJ� DQG� ULJKW�ZLQJ� SRSXOLVWV
XVXDOO\� LQYHVW� WKHVH� WHUPV� ZLWK� TXLWH� GLIIHUHQW� PHDQLQJV�� /HIW�ZLQJ
SRSXOLVWV� W\SLFDOO\� FRQFHLYH� RI� WKH� SHRSOH� LQ� FODVV� WHUPV�� DQG� VR� WHQG� WR
SULRULWL]H� VRFLR�HFRQRPLF� FRQFHUQV� VXFK� DV� SRYHUW\�� LQHTXDOLW\� DQG� MRE
LQVHFXULW\�� 7KLV� IRUP� RI� SRSXOLVP� LV� VRPHWLPHV� FDOOHG� HJDOLWDULDQ
SRSXOLVP��5LJKW�ZLQJ�SRSXOLVWV��E\�FRQWUDVW�� W\SLFDOO\�YLHZ�WKH�SHRSOH� LQ
QDUURZHU�DQG�RIWHQ�HWKQLFDOO\�UHVWULFWHG�WHUPV��$V�WKHLU�IRFXV�LV�SULPDULO\
RQ�PDWWHUV�UHODWHG�WR�LGHQWLW\��WKH\�WHQG�WR�SULRULWL]H�VRFLRFXOWXUDO�FRQFHUQV
VXFK� DV� LPPLJUDWLRQ�� FULPH� DQG� FRUUXSWLRQ�� 5LJKW�ZLQJ� SRSXOLVP� LV
VRPHWLPHV� GLYLGHG� LQWR� IRUPV� WKDW� SODFH� D� SDUWLFXODU� HPSKDVLV� RQ� WKH
FXOWXUH� DQG� LQWHUHVWV� RI� WKH� QDWLRQ� �QDWLRQDO� SRSXOLVP�� DQG� IRUPV� WKDW
SULPDULO\� VWUHVV� WKH� LPSRVLWLRQ�RI� VRFLDO� DQG�PRUDO�RUGHU��RIWHQ� OLQNHG� WR
F\QLFLVP�DERXW�LQGLYLGXDO�ULJKWV��DXWKRULWDULDQ�SRSXOLVP��

48(67,216�)25�',6&866,21
�� $UH�DOO�SROLWLFDO�LGHDV
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�� ,Q�ZKDW�ZD\V�GR�WKH�0DU[LVW�DQG�PDLQVWUHDP�FRQFHSWV�RI
LGHRORJ\�GLIIHU"

�� :K\�GR�OLEHUDOV�UHMHFW�XQOLPLWHG�IUHHGRP"
�� :KDW�IRUPV�RI�HTXDOLW\�GR�OLEHUDOV�VXSSRUW��DQG�ZKLFK�GR�WKH\

UHMHFW"
�� 7R�ZKDW�H[WHQW��DQG�ZLWK�ZKDW�LPSOLFDWLRQV��GR�FRQVHUYDWLYHV

IDYRXU�SUDJPDWLVP�RYHU�SULQFLSOH"
�� ,V�FRQVHUYDWLVP�PHUHO\�UXOLQJ�FODVV�LGHRORJ\"
�� 7R�ZKDW�H[WHQW�LV�VRFLDOLVP�GHILQHG�E\�D�UHMHFWLRQ�RI

FDSLWDOLVP"
�� ,V�VRFLDO�GHPRFUDF\�UHDOO\�D�IRUP�RI�VRFLDOLVP"
�� 'R�DQDUFKLVWV�GHPDQG�WKH�LPSRVVLEOH"
��� $UH�DOO�IDVFLVWV�UDFLVWV��RU�RQO\�VRPH"
��� 7R�ZKDW�H[WHQW�LV�IHPLQLVP�FRPSDWLEOH�ZLWK�OLEHUDOLVP"
��� +RZ�GRHV�JUHHQ�LGHRORJ\�FKDOOHQJH�FRQYHQWLRQDO

DSSURDFKHV�WR�SROLWLFV"
��� &RXOG�FRVPRSROLWDQLVP�HYHU�GLVSODFH�QDWLRQDOLVP"
��� 7R�ZKDW�H[WHQW�LV�SRSXOLVP�DVVRFLDWHG�ZLWK�D�FRKHUHQW�VHW�RI

SROLWLFDO�LGHDV"

)857+(5�5($',1*�
)UHHGHQ��0���/��7RZHU�6DUJHQW�DQG�0��6WHDUV��7KH�2[IRUG
+DQGERRN�RI�3ROLWLFDO�,GHRORJLHV���������$�FRPSUHKHQVLYH
VWXG\�RI�WKH�QDWXUH�RI�SROLWLFDO�LGHRORJLHV�DQG�WKHLU�PDLQ
PDQLIHVWDWLRQV�

+H\ZRRG��$���3ROLWLFDO�,GHRORJLHV��$Q�,QWURGXFWLRQ���WK�HGQ�
��������$Q�DFFHVVLEOH��XS�WR�GDWH�DQG�FRPSUHKHQVLYH�JXLGH�WR
WKH�PDMRU�LGHRORJLFDO�WUDGLWLRQV�

*RRG�LQWURGXFWLRQV�WR�SDUWLFXODU�LGHRORJLHV�LQFOXGH�WKH�IROORZLQJ�
)UHHGHQ��������RQ�OLEHUDOLVP��26ߞXOOLYDQ��������RQ
FRQVHUYDWLVP��:ULJKW��������RQ�VRFLDOLVP��*LGGHQV��������RQ
WKHߝ�WKLUG�ZD\��0ߞDUVKDOO��������RQ�DQDUFKLVP��/DTXHXU�������
RQ�IDVFLVP��%U\VRQ��������RQ�IHPLQLVP��'REVRQ��������RQ
JUHHQ�SROLWLFV��$SSLDK��������RQ�FRVPRSROLWDQLVP��0DUW\�DQG
$SSOHE\��������RQ�UHOLJLRXV�IXQGDPHQWDOLVP��DQG�0XOOHU�������
RQ�SRSXOLVP�

9LVLW
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ZZZ�PDFPLOODQLKH�FRP�FRPSDQLRQ�+H\ZRRG�
3ROLWLFV��H�WR�DFFHVV�H[WUD�UHVRXUFHV�IRU�WKLV
FKDSWHU�
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&+$37(5��
3ROLWLFV�DQG�WKH�6WDWH

�7KH�SXUSRVH�RI�WKH�6WDWH�LV�DOZD\V�WKH�VDPHߝ�WR�OLPLW�WKH
LQGLYLGXDO��WR�WDPH�KLP��WR�VXERUGLQDWH�KLP��WR�VXEMXJDWH�KLPߞ�

0$;�67,51(5��7KH�(JR�$QG�+LV�2ZQ�������
35(9,(:
7KH� VKDGRZ� RI� WKH� VWDWH� IDOOV� RQ� DOPRVW� HYHU\� KXPDQ� DFWLYLW\�
)URP�HGXFDWLRQ�WR�HFRQRPLF�PDQDJHPHQW��IURP�VRFLDO�ZHOIDUH�WR
VDQLWDWLRQ��DQG�IURP�GRPHVWLF�RUGHU�WR�H[WHUQDO�GHIHQFH��WKH�VWDWH
VKDSHV� DQG� FRQWUROV�� ZKHUH� LW� GRHV� QRW� VKDSH� RU� FRQWURO� LW
UHJXODWHV�� VXSHUYLVHV�� DXWKRUL]HV� RU� SURVFULEHV�� (YHQ� WKRVH
DVSHFWV�RI�OLIH�XVXDOO\�WKRXJKW�RI�DV�SHUVRQDO�RU�SULYDWH��PDUULDJH�
GLYRUFH�� DERUWLRQ�� UHOLJLRXV� ZRUVKLS�� DQG� VR� RQ�� DUH� XOWLPDWHO\
VXEMHFW�WR�WKH�DXWKRULW\�RI�WKH�VWDWH��,W�LV�QRW�VXUSULVLQJ��WKHUHIRUH�
WKDW� SROLWLFV� LV� RIWHQ� XQGHUVWRRG� DV� WKH� VWXG\� RI� WKH� VWDWH�� WKH
DQDO\VLV� RI� LWV� LQVWLWXWLRQDO� RUJDQL]DWLRQV�� WKH� HYDOXDWLRQ� RI� LWV
LPSDFW� RQ� VRFLHW\�� DQG� VR� RQ�� ,GHRORJLFDO� GHEDWH� DQG� SDUW\
SROLWLFV��FHUWDLQO\�� WHQG� WR�UHYROYH�DURXQG� WKH� LVVXH�RI� WKH�SURSHU
IXQFWLRQ�RU�UROH�RI�WKH�VWDWH��ZKDW�VKRXOG�EH�GRQH�E\�WKH�VWDWH�DQG
ZKDW�VKRXOG�EH� OHIW� WR�SULYDWH� LQGLYLGXDOV�DQG�DVVRFLDWLRQV"�7KH
QDWXUH� RI� VWDWH� SRZHU� KDV� WKXV� EHFRPH� RQH� RI� WKH� FHQWUDO
FRQFHUQV�RI�SROLWLFDO�DQDO\VLV��7KLV�FKDSWHU�H[DPLQHV�WKH�IHDWXUHV
WKDW�DUH�XVXDOO\�DVVRFLDWHG�ZLWK� WKH�VWDWH�� IURP�ERWK�D�GRPHVWLF
DQG� DQ� LQWHUQDWLRQDO� SHUVSHFWLYH�� ,W� FRQVLGHUV� WKH� LVVXH� RI� WKH
QDWXUH�RI� VWDWH�SRZHU��DQG�� LQ� WKH�SURFHVV�� WRXFKHV�RQ�VRPH�RI
WKH� GHHSHVW� DQG� PRVW� DELGLQJ� GLYLVLRQV� LQ� SROLWLFDO� WKHRU\�� 7KLV
OHDGV�WR�D�GLVFXVVLRQ�RI�WKH�FRQWUDVWLQJ�UROHV�DQG�UHVSRQVLELOLWLHV
RI� WKH� VWDWH� DQG� WKH� GLIIHUHQW� IRUPV� WKDW� VWDWHV� KDYH� DVVXPHG�
)LQDOO\�� LW� ORRNV�DW�ZKHWKHU�� LQ� WKH� OLJKW�RI�JOREDOL]DWLRQ�DQG�RWKHU
GHYHORSPHQWV��WKH�VWDWH�LV�ORVLQJ�LWV�FHQWUDO�LPSRUWDQFH�LQ�SROLWLFV�
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.(<�,668(6
:KDW�LV�WKH�VWDWH��DQG�ZK\�GRHV�LW�SOD\�VXFK�D�FUXFLDO�UROH�LQ
SROLWLFV"
+RZ�KDV�VWDWH�SRZHU�EHHQ�DQDO\VHG�DQG�H[SODLQHG"
,V�WKH�VWDWH�D�IRUFH�IRU�JRRG�RU�D�IRUFH�IRU�HYLO"
:KDW�UROHV�KDYH�EHHQ�DVVLJQHG�WR�WKH�VWDWH"�+RZ�KDYH
UHVSRQVLELOLWLHV�EHHQ�DSSRUWLRQHG�EHWZHHQ�WKH�VWDWH�DQG�FLYLO
VRFLHW\"
7R�ZKDW�H[WHQW�GRHV�SROLWLFV�QRZ�RSHUDWH�RXWVLGH�RU�EH\RQG
WKH�VWDWH"

'(),1,1*�7+(�67$7(
2ULJLQV�DQG�GHYHORSPHQW�RI�WKH�VWDWH
7KH� VWDWH� LV� D� KLVWRULFDO� LQVWLWXWLRQ�� LW� HPHUJHG� LQ� VL[WHHQWK�� DQG
VHYHQWHHQWK�FHQWXU\�(XURSH�DV�D�V\VWHP�RI�FHQWUDOL]HG�UXOH�WKDW�VXFFHHGHG
LQ� VXERUGLQDWLQJ� DOO� RWKHU� LQVWLWXWLRQV� DQG� JURXSV�� LQFOXGLQJ� �DQG
HVSHFLDOO\��WKH�&KXUFK��EULQJLQJ�DQ�HQG�WR�WKH�FRPSHWLQJ�DQG�RYHUODSSLQJ
DXWKRULW\�V\VWHPV�WKDW�KDG�FKDUDFWHUL]HG�0HGLHYDO�(XURSH��%\�HVWDEOLVKLQJ
WKH�SULQFLSOH�RI�WHUULWRULDO�VRYHUHLJQW\��VHH�S�������WKH�3HDFH�RI�:HVWSKDOLD
�������� FRQFOXGHG�DW� WKH� HQG�RI� WKH�7KLUW\�<HDUVߞ�:DU�� LV�RIWHQ� WDNHQ� WR
KDYH�IRUPDOL]HG�WKH�PRGHUQ�QRWLRQ�RI�VWDWHKRRG��E\�HVWDEOLVKLQJ�WKH�VWDWH
DV�WKH�SULQFLSDO�DFWRU�LQ�GRPHVWLF�DQG�LQWHUQDWLRQDO�DIIDLUV�

&21&(37�
7KH�VWDWH
7KH�VWDWH�LV�D�SROLWLFDO�DVVRFLDWLRQ�WKDW�HVWDEOLVKHV�VRYHUHLJQ
MXULVGLFWLRQ�ZLWKLQ�GHILQHG�WHUULWRULDO�ERUGHUV��DQG�H[HUFLVHV
DXWKRULW\�WKURXJK�D�VHW�RI�SHUPDQHQW�LQVWLWXWLRQV��7KHVH
LQVWLWXWLRQV�DUH�WKRVH�WKDW�DUH�UHFRJQL]DEO\ߝ�SXEOLFߞ��LQ�WKDW�WKH\
DUH�UHVSRQVLEOH�IRU�WKH�FROOHFWLYH�RUJDQL]DWLRQ�RI�FRPPXQDO�OLIH�
DQG�DUH�IXQGHG�DW�WKH�SXEOLFߞV�H[SHQVH��7KH�VWDWH�WKXV�HPEUDFHV
WKH�YDULRXV�LQVWLWXWLRQV�RI�JRYHUQPHQW��EXW�LW�DOVR�H[WHQGV�WR�WKH
FRXUWV��QDWLRQDOL]HG�LQGXVWULHV��VRFLDO�VHFXULW\�V\VWHP��DQG�VR
IRUWK��LW�FDQ�EH�LGHQWLILHG�ZLWK�WKH�HQWLUHߝ�ERG\�SROLWLFߞ�

7KHUH�LV�OHVV�DJUHHPHQW��KRZHYHU��DERXW�ZK\�WKH�VWDWH�FDPH�LQWR�H[LVWHQFH�
$FFRUGLQJ� WR� &KDUOHV� 7LOO\� �������� IRU� LQVWDQFH�� WKH� FHQWUDO� IDFWRU� WKDW
H[SODLQV�WKH�GHYHORSPHQW�RI�WKH�PRGHUQ�VWDWH�ZDV�LWV�DELOLW\�WR�ILJKW�ZDUV�
,Q� WKLV� YLHZ�� WKH� WUDQVIRUPDWLRQ� LQ� WKH� VFDOH� DQG� QDWXUH� RI� PLOLWDU\
HQFRXQWHUV� WKDW� ZDV� EURXJKW� DERXW� IURP� WKH� VL[WHHQWK� FHQWXU\� RQZDUGV
�WKURXJK�� IRU� LQVWDQFH�� WKH� LQWURGXFWLRQ� RI� JXQ� SRZGHU�� WKH� XVH� RI
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RUJDQL]HG� LQIDQWU\� DQG� DUWLOOHU\�� DQG� WKH� DGYHQW� RI� VWDQGLQJ� DUPLHV�� QRW
RQO\�JUHDWO\�LQFUHDVHG�WKH�FRHUFLYH�SRZHU�WKDW�UXOHUV�FRXOG�ZLHOG��EXW�DOVR
IRUFHG�VWDWHV� WR�H[WHQG� WKHLU�FRQWURO�RYHU� WKHLU�SRSXODWLRQV�E\�GHYHORSLQJ
PRUH� H[WHQVLYH� V\VWHPV� RI� WD[DWLRQ� DQG� DGPLQLVWUDWLRQ�� $V� 7LOO\� ������
WKXV� SXW� LW�� �DU:ߝ PDGH� WKH� VWDWH�� DQG� WKH� VWDWH� PDGH� ZDU��0ߞDU[LVWV�� LQ
FRQWUDVW�� KDYH� H[SODLQHG� WKH� HPHUJHQFH� RI� WKH� VWDWH� ODUJHO\� LQ� HFRQRPLF
WHUPV��WKH�VWDWHߞV�RULJLQV�EHLQJ�WUDFHG�EDFN�WR�WKH�WUDQVLWLRQ�IURP�IHXGDOLVP
WR�FDSLWDOLVP��ZLWK�WKH�VWDWH�HVVHQWLDOO\�EHLQJ�D�WRRO�XVHG�E\�WKH�HPHUJLQJ
ERXUJHRLV�FODVV��(QJHOV��>����@��������0LFKDHO�0DQQ���������IRU�KLV�SDUW�
RIIHUHG� DQ� DFFRXQW� RI� WKH� HPHUJHQFH� RI� WKH� VWDWH� WKDW� VWUHVVHV� WKH� VWDWHߞV
FDSDFLW\�WR�FRPELQH�LGHRORJLFDO��HFRQRPLF��PLOLWDU\�DQG�SROLWLFDO�IRUPV�RI
SRZHU��VRPHWLPHV�FDOOHG�WKH03),ߝ��PRGHOߞ��
7KH� VWDWH� QHYHUWKHOHVV� FRQWLQXHG� WR� HYROYH� LQ� WKH� OLJKW� RI� FKDQJLQJ
FLUFXPVWDQFHV�� +DYLQJ� GHYHORSHG� LQWR� WKH� QDWLRQ�VWDWH� GXULQJ� WKH
QLQHWHHQWK� FHQWXU\�� DQG� WKHQ� JRLQJ� WKURXJK� D� SURFHVV� RI� JUDGXDO
GHPRFUDWL]DWLRQ�� WKH� VWDWH� DFTXLUHG� ZLGHU� HFRQRPLF� DQG� VRFLDO
UHVSRQVLELOLWLHV� GXULQJ� WKH� WZHQWLHWK� FHQWXU\�� DQG� HVSHFLDOO\� LQ� WKH� SRVW�
�����SHULRG�� RQO\� IRU� WKHVH�� LQ�PDQ\� FDVHV�� WR� EH� �UROOHGߝ EDFNߞ� IURP� WKH
����V�DQG�����V��7KH�(XURSHDQ�VWDWH�PRGHO��IXUWKHUPRUH��VSUHDG�WR�RWKHU
ODQGV�DQG�RWKHU�FRQWLQHQWV��7KLV�RFFXUUHG�DV�WKH�SURFHVV�RI�GHFRORQL]DWLRQ
DFFHOHUDWHG�LQ�WKH�GHFDGHV�IROORZLQJ�:RUOG�:DU�,,��LQGHSHQGHQFH�LPSO\LQJ
WKH�DFKLHYHPHQW�RI�VRYHUHLJQ�VWDWHKRRG��2QH�UHVXOW�RI� WKLV�SURFHVV�ZDV�D
UDSLG� JURZWK� LQ�81�PHPEHUVKLS�� )URP� LWV� RULJLQDO� ���PHPEHU� VWDWHV� LQ
������WKH�81�JUHZ�WR�����PHPEHUV�E\�������DQG�UHDFKHG�����PHPEHUV�E\
����� �ZLWK� WKH� UHFRJQLWLRQ� RI� 6RXWK� 6XGDQ��� 7KH� VWDWH� KDV� WKHUHIRUH
EHFRPH�WKH�XQLYHUVDO�IRUP�RI�SROLWLFDO�RUJDQL]DWLRQ�DURXQG�WKH�ZRUOG�
1DWLRQ�VWDWH��$�VRYHUHLJQ�SROLWLFDO�DVVRFLDWLRQ�ZLWKLQ�ZKLFK
FLWL]HQVKLS�DQG�QDWLRQDOLW\�RYHUODS��RQH�QDWLRQ�ZLWKLQ�D�VLQJOH�VWDWH
�VHH�S�������
$SSURDFKHV�WR�WKH�VWDWH
1HYHUWKHOHVV��WKH�WHUPߝ�VWDWHߞ�KDV�EHHQ�XVHG�WR�UHIHU�WR�D�EHZLOGHULQJ�UDQJH
RI�WKLQJV��D�FROOHFWLRQ�RI�LQVWLWXWLRQV��D�WHUULWRULDO�XQLW��D�SKLORVRSKLFDO�LGHD�
DQ�LQVWUXPHQW�RI�FRHUFLRQ�RU�RSSUHVVLRQ��DQG�VR�RQ��7KLV�FRQIXVLRQ�VWHPV�
LQ� SDUW�� IURP� WKH� IDFW� WKDW� WKH� VWDWH� KDV� EHHQ� XQGHUVWRRG� LQ� IRXU� TXLWH
GLIIHUHQW�ZD\V��IURP�DQ�LGHDOLVW�SHUVSHFWLYH��D�IXQFWLRQDOLVW�SHUVSHFWLYH��DQ
RUJDQL]DWLRQDO�SHUVSHFWLYH�DQG�DQ�LQWHUQDWLRQDO�SHUVSHFWLYH�
,GHDOLVP��$�YLHZ�RI�SROLWLFV�WKDW�HPSKDVL]HV�WKH�LPSRUWDQFH�RI
PRUDOLW\�DQG�LGHDOV��SKLORVRSKLFDO�LGHDOLVP�LPSOLHV�WKDW�LGHDV�DUH
PRUHߝ�UHDOߞ�WKDQ�WKH�PDWHULDO�ZRUOG�
7KH�LGHDOLVW�DSSURDFK�WR�WKH�VWDWH�LV�PRVW�FOHDUO\�UHIOHFWHG�LQ�WKH�ZULWLQJV
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RI�*��:��)��+HJHO��VHH�S�������+HJHO� LGHQWLILHG�WKUHHߝ�PRPHQWVߞ�RI�VRFLDO
H[LVWHQFH�� WKH� IDPLO\�� FLYLO� VRFLHW\� DQG� WKH� VWDWH�� :LWKLQ� WKH� IDPLO\�� KH
DUJXHG��Dߝ�SDUWLFXODU�DOWUXLVPߞ�RSHUDWHV�WKDW�HQFRXUDJHV�SHRSOH�WR�VHW�DVLGH
WKHLU� RZQ� LQWHUHVWV� IRU� WKH� JRRG� RI� WKHLU� FKLOGUHQ� RU� HOGHUO\� UHODWLYHV�� ,Q
FRQWUDVW��FLYLO�VRFLHW\�ZDV�VHHQ�DV�D�VSKHUH�RIߝ�XQLYHUVDO�HJRLVPߞ�LQ�ZKLFK
LQGLYLGXDOV� SODFH� WKHLU� RZQ� LQWHUHVWV� EHIRUH� WKRVH� RI� RWKHUV�� +HJHO
FRQFHLYHG� RI� WKH� VWDWH� DV� DQ� HWKLFDO� FRPPXQLW\� XQGHUSLQQHG� E\� PXWXDO
V\PSDWK\� �ߙ �XQLYHUVDOߝ DOWUXLVPߞ�� 7KH� GUDZEDFN� RI� LGHDOLVP�� KRZHYHU�� LV
WKDW�LW�IRVWHUV�DQ�XQFULWLFDO�UHYHUHQFH�IRU�WKH�VWDWH�DQG��E\�GHILQLQJ�WKH�VWDWH
LQ� HWKLFDO� WHUPV�� IDLOV� WR� GLVWLQJXLVK� FOHDUO\� EHWZHHQ� LQVWLWXWLRQV� WKDW� DUH
SDUW�RI�WKH�VWDWH�DQG�WKRVH�WKDW�DUH�RXWVLGH�WKH�VWDWH�
)XQFWLRQDOLVW�DSSURDFKHV�WR�WKH�VWDWH�IRFXV�RQ�WKH�UROH�RU�SXUSRVH�RI�VWDWH
LQVWLWXWLRQV�� 7KH� FHQWUDO� IXQFWLRQ� RI� WKH� VWDWH� LV� LQYDULDEO\� VHHQ� DV� WKH
PDLQWHQDQFH�RI�VRFLDO�RUGHU��VHH�S�������WKH�VWDWH�EHLQJ�GHILQHG�DV�WKDW�VHW
RI� LQVWLWXWLRQV� WKDW� XSKROG� RUGHU� DQG� GHOLYHU� VRFLDO� VWDELOLW\�� 6XFK� DQ
DSSURDFK�KDV��IRU�H[DPSOH��EHHQ�DGRSWHG�E\�QHR�0DU[LVWV��VHH�S�������ZKR
KDYH� EHHQ� LQFOLQHG� WR� VHH� WKH� VWDWH� DV� D�PHFKDQLVP� WKURXJK�ZKLFK� FODVV
FRQIOLFW� LV� DPHOLRUDWHG� WR� HQVXUH� WKH� ORQJ�WHUP� VXUYLYDO� RI� WKH� FDSLWDOLVW
V\VWHP��7KH�ZHDNQHVV� RI� WKH� IXQFWLRQDOLVW� YLHZ�RI� WKH� VWDWH�� KRZHYHU�� LV
WKDW� LW� WHQGV� WR�DVVRFLDWH�DQ\� LQVWLWXWLRQ� WKDW�PDLQWDLQV�RUGHU� �VXFK�DV� WKH
IDPLO\��PDVV�PHGLD��WUDGH�XQLRQV�DQG�WKH�FKXUFK��ZLWK�WKH�VWDWH�LWVHOI��7KLV
LV� ZK\�� XQOHVV� WKHUH� LV� D� VWDWHPHQW� WR� WKH� FRQWUDU\�� DQ� RUJDQL]DWLRQDO
DSSURDFK�WR�WKH�GHILQLWLRQ�RI�WKH�VWDWH�LV�DGRSWHG�WKURXJKRXW�WKLV�ERRN�
7KH�RUJDQL]DWLRQDO�YLHZ�GHILQHV�WKH�VWDWH�DV�WKH�DSSDUDWXV�RI�JRYHUQPHQW
LQ�LWV�EURDGHVW�VHQVH��WKDW�LV��DV�WKDW�VHW�RI�LQVWLWXWLRQV�WKDW�DUH�UHFRJQL]DEO\
��ߞSXEOLFߝ LQ� WKDW� WKH\� DUH� UHVSRQVLEOH� IRU� WKH� FROOHFWLYH� RUJDQL]DWLRQ� RI
VRFLDO�H[LVWHQFH�DQG�DUH�IXQGHG�DW�WKH�SXEOLFߞV�H[SHQVH��7KH�YLUWXH�RI�WKLV
GHILQLWLRQ�LV�WKDW�LW�GLVWLQJXLVKHV�FOHDUO\�EHWZHHQ�WKH�VWDWH�DQG�FLYLO�VRFLHW\�
7KH� VWDWH� FRPSULVHV� WKH� YDULRXV� LQVWLWXWLRQV� RI� JRYHUQPHQW�� WKH
EXUHDXFUDF\� �VHH� S�� ������ WKH� PLOLWDU\�� WKH� SROLFH�� WKH� FRXUWV�� WKH� VRFLDO
VHFXULW\� V\VWHP�� DQG� VR� RQ�� LW� FDQ� EH� LGHQWLILHG� ZLWK� WKH� HQWLUH� \ERGߝ
SROLWLFߞ�� 7KH� RUJDQL]DWLRQDO� DSSURDFK� DOORZV� XV� WR� WDON� DERXW� UROOLQJߝ
IRUZDUGߞ� RU� �UROOLQJߝ EDFNߞ� WKH� VWDWH�� LQ� WKH� VHQVH� RI� H[SDQGLQJ� RU
FRQWUDFWLQJ� WKH� UHVSRQVLELOLWLHV� RI� WKH� VWDWH�� DQG� HQODUJLQJ�RU� GLPLQLVKLQJ
LWV�LQVWLWXWLRQDO�PDFKLQHU\�
&LYLO�VRFLHW\��$�SULYDWH�VSKHUH�RI�DXWRQRPRXV�JURXSV�DQG
DVVRFLDWLRQV��LQGHSHQGHQW�IURP�VWDWH�RU�SXEOLF�DXWKRULW\��VHH�S�����
,Q�WKLV�OLJKW��LW�LV�SRVVLEOH�WR�LGHQWLI\�ILYH�NH\�IHDWXUHV�RI�WKH�VWDWH�
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6RYHUHLJQW\
6RYHUHLJQW\��LQ�LWV�VLPSOHVW�VHQVH��LV�WKH�SULQFLSOH�RI�DEVROXWH�DQG
XQOLPLWHG�SRZHU��+RZHYHU��VRYHUHLJQW\�FDQ�EH�XQGHUVWRRG�LQ
GLIIHUHQW�ZD\V��/HJDO�VRYHUHLJQW\�UHIHUV�WR�VXSUHPH�OHJDO
DXWKRULW\��GHILQHG�LQ�WHUPV�RI�WKHߝ�ULJKWߞ�WR�FRPPDQG�FRPSOLDQFH�
ZKLOH�SROLWLFDO�VRYHUHLJQW\�UHIHUV�WR�DEVROXWH�SROLWLFDO�SRZHU�
GHILQHG�LQ�WHUPV�RI�WKHߝ�DELOLW\ߞ�WR�FRPPDQG�FRPSOLDQFH��,QWHUQDO
VRYHUHLJQW\�LV�WKH�QRWLRQ�RI�VXSUHPH�SRZHU�DXWKRULW\�ZLWKLQ�WKH
VWDWH��IRU�H[DPSOH��SDUOLDPHQWDU\�VRYHUHLJQW\��VHH�S�������
([WHUQDO�VRYHUHLJQW\�UHODWHV�WR�D�VWDWHߞV�SODFH�LQ�WKH�LQWHUQDWLRQDO
RUGHU�DQG�LWV�FDSDFLW\�WR�DFW�DV�DQ�LQGHSHQGHQW�DQG�DXWRQRPRXV
HQWLW\�

7KH�VWDWH�LV�VRYHUHLJQ��,W�H[HUFLVHV�DEVROXWH�DQG�XQUHVWULFWHG�SRZHU��LQ
WKDW� LW� VWDQGV� DERYH� DOO� RWKHU� DVVRFLDWLRQV� DQG� JURXSV� LQ� VRFLHW\�
7KRPDV�+REEHV��VHH�S������FRQYH\HG� WKH� LGHD�RI� VRYHUHLJQW\� �VHH�S�
����E\�SRUWUD\LQJ�WKH�VWDWH�DV�Dߝ�OHYLDWKDQߞ��D�JLJDQWLF�PRQVWHU��XVXDOO\
UHSUHVHQWHG�DV�D�VHD�FUHDWXUH�
6WDWH�LQVWLWXWLRQV�DUH�UHFRJQL]DEO\ߝ�SXEOLFߞ��LQ�FRQWUDVW�WR�WKHߝ�SULYDWHߞ
LQVWLWXWLRQV�RI�FLYLO� VRFLHW\��3XEOLF�ERGLHV�DUH� UHVSRQVLEOH� IRU�PDNLQJ
DQG� HQIRUFLQJ� FROOHFWLYH� GHFLVLRQV�� ZKLOH� SULYDWH� ERGLHV�� VXFK� DV
IDPLOLHV��SULYDWH�EXVLQHVVHV�DQG�WUDGH�XQLRQV��H[LVW�WR�VDWLVI\�LQGLYLGXDO
LQWHUHVWV�
7KH�VWDWH�LV�DQ�H[HUFLVH�LQ�OHJLWLPDWLRQ��7KH�GHFLVLRQV�RI� WKH�VWDWH�DUH
XVXDOO\��DOWKRXJK�QRW�QHFHVVDULO\��DFFHSWHG�DV�ELQGLQJ�RQ�WKH�PHPEHUV
RI�VRFLHW\�EHFDXVH��LW�LV�FODLPHG��WKH\�DUH�PDGH�LQ�WKH�SXEOLF�LQWHUHVW�
RU� IRU� WKH�FRPPRQ�JRRG�� WKH�VWDWH�VXSSRVHGO\� UHIOHFWV� WKH�SHUPDQHQW
LQWHUHVWV�RI�VRFLHW\�
7KH�VWDWH�LV�DQ�LQVWUXPHQW�RI�GRPLQDWLRQ��6WDWH�DXWKRULW\�LV�EDFNHG�XS
E\�FRHUFLRQ��WKH�VWDWH�PXVW�KDYH�WKH�FDSDFLW\�WR�HQVXUH�WKDW�LWV�ODZV�DUH
REH\HG� DQG� WKDW� WUDQVJUHVVRUV� DUH� SXQLVKHG�� )RU�0D[�:HEHU� �VHH� S�
�����WKH�VWDWH�ZDV�GHILQHG�E\�LWV�PRQRSRO\�RI�WKH�PHDQV�RIߝ�OHJLWLPDWH
YLROHQFHߞ�
7KH� VWDWH� LV� D� WHUULWRULDO� DVVRFLDWLRQ�� 7KH� MXULVGLFWLRQ� RI� WKH� VWDWH� LV
JHRJUDSKLFDOO\�GHILQHG��DQG� LW�HQFRPSDVVHV�DOO� WKRVH�ZKR� OLYH�ZLWKLQ
WKH� VWDWHߞV� ERUGHUV��ZKHWKHU� WKH\� DUH� FLWL]HQV� RU� QRQ�FLWL]HQV��2Q� WKH
LQWHUQDWLRQDO�VWDJH�� WKH�VWDWH� LV� WKHUHIRUH� UHJDUGHG��DW� OHDVW�� LQ� WKHRU\�
DV�DQ�DXWRQRPRXV�HQWLW\�

7KH� LQWHUQDWLRQDO� DSSURDFK� WR� WKH� VWDWH�YLHZV� LW� SULPDULO\� DV� DQ� DFWRU� RQ
WKH�ZRUOG� VWDJH�� LQGHHG�� DV� WKH�EDVLF� �ߞXQLWߝ RI� LQWHUQDWLRQDO� SROLWLFV��7KLV
KLJKOLJKWV�WKH�GXDOLVWLF�VWUXFWXUH�RI�WKH�VWDWH��WKH�IDFW�WKDW�LW�KDV�WZR�IDFHV�

���



RQH�ORRNLQJ�RXWZDUGV�DQG�WKH�RWKHU�ORRNLQJ�LQZDUGV��:KHUHDV�WKH�SUHYLRXV
GHILQLWLRQV�DUH�FRQFHUQHG�ZLWK�WKH�VWDWHߞV�LQZDUG�ORRNLQJ�IDFH��LWV�UHODWLRQV
ZLWK�WKH�LQGLYLGXDOV�DQG�JURXSV�WKDW�OLYH�ZLWKLQ�LWV�ERUGHUV��DQG�LWV�DELOLW\
WR�PDLQWDLQ� GRPHVWLF� RUGHU�� WKH� LQWHUQDWLRQDO� YLHZ� GHDOV�ZLWK� WKH� VWDWHߞV
RXWZDUG�ORRNLQJ� IDFH�� LWV� UHODWLRQV� ZLWK� RWKHU� VWDWHV� DQG�� WKHUHIRUH�� LWV
DELOLW\�WR�SURYLGH�SURWHFWLRQ�DJDLQVW�H[WHUQDO�DWWDFN��7KH�FODVVLF�GHILQLWLRQ
RI�WKH�VWDWH�LQ�LQWHUQDWLRQDO�ODZ�LV�IRXQG�LQ�WKH�0RQWHYLGHR�&RQYHQWLRQ�RQ
WKH�5LJKWV� DQG�'XWLHV� RI� WKH�6WDWH� ��������$FFRUGLQJ� WR�$UWLFOH� �� RI� WKH
0RQWHYLGHR�&RQYHQWLRQ��WKH�VWDWH�KDV�IRXU�IHDWXUHV�

D�GHILQHG�WHUULWRU\
D�SHUPDQHQW�SRSXODWLRQ
DQ�HIIHFWLYH�JRYHUQPHQW
WKH�FDSDFLW\�WR�HQWHU�LQWR�UHODWLRQV�ZLWK�RWKHU�VWDWHV�

7KLV�DSSURDFK�WR�WKH�VWDWH�EULQJV�LW�YHU\�FORVH�WR�WKH�QRWLRQ�RI�Dߝ�FRXQWU\ߞ�
7KH� PDLQ� GLIIHUHQFH� EHWZHHQ� KRZ� WKH� VWDWH� LV� XQGHUVWRRG� E\� SROLWLFDO
SKLORVRSKHUV� DQG� VRFLRORJLVWV�� DQG� KRZ� LW� LV� XQGHUVWRRG� E\� LQWHUQDWLRQDO
UHODWLRQV� �,5�� VFKRODUV� LV� WKDW�� ZKLOH� WKH� IRUPHU� WUHDW� FLYLO� VRFLHW\� DV
VHSDUDWH�IURP�WKH�VWDWH��WKH�ODWWHU�WUHDW�FLYLO�VRFLHW\�DV�SDUW�RI�WKH�VWDWH��LQ
WKDW�LW�HQFRPSDVVHV�QRW�RQO\�DQ�HIIHFWLYH�JRYHUQPHQW��EXW�DOVR�D�SHUPDQHQW
SRSXODWLRQ��)RU�VRPH��WKH�LQWHUQDWLRQDO�DSSURDFK�YLHZV�WKH�VWDWH�HVVHQWLDOO\
DV�D�OHJDO�SHUVRQ��LQ�ZKLFK�FDVH�VWDWHKRRG�GHSHQGV�RQ�IRUPDO�UHFRJQLWLRQ
E\� RWKHU� VWDWHV� RU� LQWHUQDWLRQDO� ERGLHV�� ,Q� WKLV� YLHZ�� WKH� 8QLWHG� 1DWLRQV
�81�� LV�ZLGHO\� DFFHSWHG� DV� WKH� ERG\� WKDW�� E\� JUDQWLQJ� IXOO�PHPEHUVKLS�
GHWHUPLQHV�ZKHQ�D�QHZ�VWDWH�KDV�FRPH�LQWR�H[LVWHQFH��+RZHYHU��LQ�RUGHU�WR
DVVHVV� WKH� VLJQLILFDQFH� RI� WKH� VWDWH�� DQG� H[SORUH� LWV� YLWDO� UHODWLRQVKLS� WR
SROLWLFV��WZR�NH\�LVVXHV�KDYH�WR�EH�DGGUHVVHG��7KHVH�GHDO�ZLWK�WKH�QDWXUH�RI
VWDWH� SRZHU� DQG� WKH� UROHV� DQG� UHVSRQVLELOLWLHV� WKH� VWDWH� KDV� DVVXPHG� DQG
VKRXOG�DVVXPH�
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6RXUFH��683(5672&.

*HUPDQ�SKLORVRSKHU��+HJHO�ZDV�WKH�IRXQGHU�RI�PRGHUQ� LGHDOLVP
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DQG� GHYHORSHG� WKH� QRWLRQ� WKDW� FRQVFLRXVQHVV� DQG� PDWHULDO
REMHFWV�DUH��LQ�IDFW��XQLILHG��,Q�3KHQRPHQRORJ\�RI�6SLULW���������KH
VRXJKW� WR� GHYHORS� D� UDWLRQDO� V\VWHP� WKDW� ZRXOG� VXEVWLWXWH� IRU
WUDGLWLRQDO�&KULVWLDQLW\�E\�LQWHUSUHWLQJ�WKH�HQWLUH�SURFHVV�RI�KXPDQ
KLVWRU\��DQG�LQGHHG�WKH�XQLYHUVH�LWVHOI��LQ�WHUPV�RI�WKH�SURJUHVV�RI
DEVROXWH�0LQG� WRZDUGV� VHOI�UHDOL]DWLRQ�� ,Q� KLV� YLHZ�� KLVWRU\� LV�� LQ
HVVHQFH�� D� PDUFK� RI� WKH� KXPDQ� VSLULW� WRZDUGV� D� GHWHUPLQDWH
HQGSRLQW�� +LV� PDMRU� SROLWLFDO� ZRUN�� 3KLORVRSK\� RI� 5LJKW� �������
SRUWUD\V�WKH�VWDWH�DV�DQ�HWKLFDO� LGHDO�DQG�WKH�KLJKHVW�H[SUHVVLRQ
RI� KXPDQ� IUHHGRP��+HJHOߞV�ZRUN� KDG� D� FRQVLGHUDEOH� LPSDFW� RQ
0DU[� DQG� RWKHU� VR�FDOOHG� ��ߞRXQJ�+HJHOLDQV\ߝ ,W� DOVR� VKDSHG� WKH
LGHDV�RI� OLEHUDOV�VXFK�DV�7��+��*UHHQ� ���DQG���ߙ����� LQIOXHQFHG
IDVFLVW�WKRXJKW�
'(%$7,1*�7+(�67$7(
5LYDO�WKHRULHV�RI�WKH�VWDWH
:KDW� LV� WKH� QDWXUH� RI� VWDWH� SRZHU�� DQG� ZKRVH� LQWHUHVWV� GRHV� WKH� VWDWH
UHSUHVHQW"� )URP� WKLV� SHUVSHFWLYH�� WKH� VWDWH� LV� DQ� �\HVVHQWLDOOߝ FRQWHVWHGߞ
FRQFHSW��7KHUH�DUH�YDULRXV�ULYDO�WKHRULHV�RI�WKH�VWDWH��HDFK�RI�ZKLFK�RIIHUV
D� GLIIHUHQW� DFFRXQW� RI� LWV� RULJLQV�� GHYHORSPHQW� DQG� LPSDFW� RQ� VRFLHW\�
,QGHHG�� FRQWURYHUV\� DERXW� WKH� QDWXUH� RI� VWDWH� SRZHU� KDV� LQFUHDVLQJO\
GRPLQDWHG�PRGHUQ�SROLWLFDO� DQDO\VLV� DQG�JRHV� WR� WKH�KHDUW� RI� LGHRORJLFDO
DQG� WKHRUHWLFDO� GLVDJUHHPHQWV� LQ� WKH�GLVFLSOLQH��7KHVH� UHODWH� WR� TXHVWLRQV
DERXW�ZKHWKHU�� IRU� H[DPSOH�� WKH� VWDWH� LV� DXWRQRPRXV� DQG� LQGHSHQGHQW� RI
VRFLHW\��RU�ZKHWKHU�LW�LV�HVVHQWLDOO\�D�SURGXFW�RI�VRFLHW\��D�UHIOHFWLRQ�RI�WKH
EURDGHU�GLVWULEXWLRQ�RI�SRZHU�RU�UHVRXUFHV��0RUHRYHU��GRHV�WKH�VWDWH�VHUYH
WKH� FRPPRQ� RU� FROOHFWLYH� JRRG�� RU� LV� LW� ELDVHG� LQ� IDYRXU� RI� SULYLOHJHG
JURXSV� RU� D� GRPLQDQW� FODVV"� 6LPLODUO\�� LV� WKH� VWDWH� D� SRVLWLYH� RU
FRQVWUXFWLYH�IRUFH��ZLWK�UHVSRQVLELOLWLHV� WKDW�VKRXOG�EH�HQODUJHG��RU� LV� LW�D
QHJDWLYH� RU� GHVWUXFWLYH� HQWLW\� WKDW� PXVW� EH� FRQVWUDLQHG� RU�� SHUKDSV�
VPDVKHG�DOWRJHWKHU"�)RXU�FRQWUDVWLQJ�WKHRULHV�RI�WKH�VWDWH�FDQ�EH�LGHQWLILHG
DV�IROORZV�

WKH�SOXUDOLVW�VWDWH
WKH�FDSLWDOLVW�VWDWH
WKH�OHYLDWKDQ�VWDWH
WKH�SDWULDUFKDO�VWDWH�

7KH�SOXUDOLVW�VWDWH
7KH�SOXUDOLVW� WKHRU\�RI� WKH� VWDWH�KDV� D�YHU\� FOHDU� OLEHUDO� OLQHDJH�� ,W� VWHPV
IURP� WKH� EHOLHI� WKDW� WKH� VWDWH� DFWV� DV� DQ� �ߞXPSLUHߝ RU� �ߞUHIHUHHߝ LQ� VRFLHW\�
7KLV�YLHZ�KDV�DOVR�GRPLQDWHG�PDLQVWUHDP�SROLWLFDO�DQDO\VLV��DFFRXQWLQJ�IRU
D�WHQGHQF\��DW� OHDVW�ZLWKLQ�$QJOR�$PHULFDQ�WKRXJKW�� WR�GLVFRXQW�WKH�VWDWH
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DQG�VWDWH�RUJDQL]DWLRQV�DQG�IRFXV�LQVWHDG�RQߝ�JRYHUQPHQWߞ��,QGHHG��LW�LV�QRW
XQFRPPRQ�LQ�WKLV�WUDGLWLRQ�IRUߝ�WKH�VWDWHߞ�WR�EH�GLVPLVVHG�DV�DQ�DEVWUDFWLRQ�
ZLWK�LQVWLWXWLRQV�VXFK�DV�WKH�FRXUWV��WKH�FLYLO�VHUYLFH�DQG�WKH�PLOLWDU\�EHLQJ
VHHQ�DV�LQGHSHQGHQW�DFWRUV�LQ�WKHLU�RZQ�ULJKW��UDWKHU�WKDQ�DV�HOHPHQWV�RI�D
EURDGHU� VWDWH� PDFKLQH�� 1HYHUWKHOHVV�� WKLV� DSSURDFK� LV� SRVVLEOH� RQO\
EHFDXVH�LW�LV�EDVHG�RQ�XQGHUO\LQJ��DQG�RIWHQ�XQDFNQRZOHGJHG��DVVXPSWLRQV
DERXW�VWDWH�QHXWUDOLW\��7KH�VWDWH�FDQ�EH�LJQRUHG�RQO\�EHFDXVH�LW� LV�VHHQ�DV
DQ� LPSDUWLDO� DUELWHU� RU� UHIHUHH� WKDW� FDQ� EH� EHQW� WR� WKH� ZLOO� RI� WKH
JRYHUQPHQW�RI�WKH�GD\�
3OXUDOLVP��$�EHOLHI�LQ��RU�FRPPLWPHQW�WR��GLYHUVLW\�RU�PXOWLSOLFLW\��RU
WKH�EHOLHI�WKDW�SRZHU�LQ�PRGHUQ�VRFLHWLHV�LV�ZLGHO\�DQG�HYHQO\
GLVWULEXWHG��VHH�S�����
7KH� RULJLQV� RI� WKLV� YLHZ� RI� WKH� VWDWH� FDQ� EH� WUDFHG� EDFN� WR� WKH� VRFLDO�
FRQWUDFW�WKHRULHV��VHH�S������RI�WKLQNHUV�VXFK�DV�7KRPDV�+REEHV�DQG�-RKQ
/RFNH��VHH�S�������7KH�SULQFLSDO�FRQFHUQ�RI�VXFK�WKLQNHUV�ZDV�WR�H[DPLQH
WKH�JURXQGV�RI�SROLWLFDO�REOLJDWLRQ�� WKH�JURXQGV�RQ�ZKLFK� WKH� LQGLYLGXDO� LV
REOLJHG�WR�REH\�DQG�UHVSHFW�WKH�VWDWH��7KH\�DUJXHG�WKDW�WKH�VWDWH�KDG�DULVHQ
RXW�RI�D�YROXQWDU\�DJUHHPHQW��RU�VRFLDO�FRQWUDFW��PDGH�E\�LQGLYLGXDOV�ZKR
UHFRJQL]HG� WKDW� RQO\� WKH� HVWDEOLVKPHQW� RI� D� VRYHUHLJQ� SRZHU� FRXOG
VDIHJXDUG� WKHP� IURP� WKH� LQVHFXULW\�� GLVRUGHU� DQG�EUXWDOLW\� RI� WKH� VWDWH� RI
QDWXUH��:LWKRXW�D�VWDWH��LQGLYLGXDOV�DEXVH��H[SORLW�DQG�HQVODYH�RQH�DQRWKHU�
ZLWK� D� VWDWH�� RUGHU� DQG� FLYLOL]HG� H[LVWHQFH� DUH� JXDUDQWHHG� DQG� OLEHUW\� LV
SURWHFWHG��$V�/RFNH�SXW�LWߝ��ZKHUH�WKHUH�LV�QR�ODZ�WKHUH�LV�QR�IUHHGRPߞ�
3ROLWLFDO�REOLJDWLRQ��7KH�GXW\�RI�WKH�FLWL]HQ�WRZDUGV�WKH�VWDWH��WKH
EDVLV�RI�WKH�VWDWHߞV�ULJKW�WR�UXOH�

.(<�7+,1.(5�
����ߙ������6)7+20$6�+2%%�

6RXUFH��:HOOFRPH�&ROOHFWLRQ
(QJOLVK� SROLWLFDO� SKLORVRSKHU�� +REEHV� ZDV� WKH� VRQ� RI� D� PLQRU
FOHUJ\PDQ�ZKR�VXEVHTXHQWO\�DEDQGRQHG�KLV� IDPLO\��+H�EHFDPH
WXWRU� WR� WKH� H[LOHG� 3ULQFH� RI� :DOHV� &KDUOHV� 6WHZDUW�� DQG� OLYHG
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XQGHU�WKH�SDWURQDJH�RI�WKH�&DYHQGLVK�IDPLO\��:ULWLQJ�DW�D�WLPH�RI
XQFHUWDLQW\�DQG�FLYLO�VWULIH��SUHFLSLWDWHG�E\�WKH�(QJOLVK�5HYROXWLRQ�
+REEHV�GHYHORSHG� WKH� ILUVW�FRPSUHKHQVLYH� WKHRU\�RI�QDWXUH�DQG
KXPDQ� EHKDYLRXU� VLQFH� $ULVWRWOH� �VHH� S�� ���� +LV� FODVVLF� ZRUN�
/HYLDWKDQ� �������� GLVFXVVHG� WKH� JURXQGV� RI� SROLWLFDO� REOLJDWLRQ
DQG�XQGRXEWHGO\�UHIOHFWHG�WKH�LPSDFW�RI�WKH�&LYLO�:DU��,W�SURYLGHG
D� GHIHQFH� IRU� DEVROXWLVW� JRYHUQPHQW� EXW�� E\� DSSHDOLQJ� WR
UHDVRQHG� DUJXPHQW� LQ� WKH� IRUP� RI� WKH� VRFLDO� FRQWUDFW�� DOVR
GLVDSSRLQWHG�DGYRFDWHV�RI�GLYLQH�ULJKW�

6WDWH�RI�QDWXUH��$�VRFLHW\�GHYRLG�RI�SROLWLFDO�DXWKRULW\�DQG�RI�IRUPDO
�OHJDO��FKHFNV�RQ�WKH�LQGLYLGXDO��XVXDOO\�HPSOR\HG�DV�D�WKHRUHWLFDO
GHYLFH�
'LYLQH�ULJKW��7KH�GRFWULQH�WKDW�HDUWKO\�UXOHUV�DUH�FKRVHQ�E\�*RG
DQG�WKXV�ZLHOG�XQFKDOOHQJHDEOH�DXWKRULW\��D�GHIHQFH�IRU�PRQDUFKLFDO
DEVROXWLVP�
,Q� OLEHUDO� WKHRU\�� WKH� VWDWH� LV� WKXV� VHHQ� DV� D� QHXWUDO� DUELWHU� DPRQJVW� WKH
FRPSHWLQJ�JURXSV�DQG�LQGLYLGXDOV�LQ�VRFLHW\��LW�LV�DQߝ�XPSLUHߞ�RUߝ�UHIHUHHߞ
WKDW�LV�FDSDEOH�RI�SURWHFWLQJ�HDFK�FLWL]HQ�IURP�WKH�HQFURDFKPHQWV�RI�IHOORZ
FLWL]HQV��7KH�QHXWUDOLW\�RI�WKH�VWDWH�UHIOHFWV�WKH�IDFW�WKDW�WKH�VWDWH�DFWV�LQ�WKH
LQWHUHVWV� RI� DOO� FLWL]HQV�� DQG� WKHUHIRUH� UHSUHVHQWV� WKH� FRPPRQ� JRRG� RU
SXEOLF�LQWHUHVW��,Q�+REEHVߞ�YLHZ��VWDELOLW\�DQG�RUGHU�FRXOG�EH�VHFXUHG�RQO\
WKURXJK� WKH�HVWDEOLVKPHQW�RI�DQ�DEVROXWH�DQG�XQOLPLWHG�VWDWH��ZLWK�SRZHU
WKDW�FRXOG�EH�QHLWKHU�FKDOOHQJHG��QRU�TXHVWLRQHG�� ,Q�RWKHU�ZRUGV��KH�KHOG
WKDW�FLWL]HQV�DUH�FRQIURQWHG�E\�D� VWDUN�FKRLFH�EHWZHHQ�DEVROXWLVP��VHH�S�
�����DQG�DQDUFK\��/RFNH�� RQ� WKH� RWKHU� KDQG�� GHYHORSHG� D�PRUH� W\SLFDOO\
OLEHUDO�GHIHQFH�RI�WKH�OLPLWHG�VWDWH��,Q�KLV�YLHZ��WKH�SXUSRVH�RI�WKH�VWDWH�LV
YHU\� VSHFLILF�� LW� LV� UHVWULFWHG� WR� WKH� GHIHQFH� RI� D� VHW� RI� �ߞQDWXUDOߝ RU�*RG�
JLYHQ� LQGLYLGXDO� ULJKWV�� QDPHO\�� ��OLIHߝ OLEHUW\� DQG� SURSHUW\ߞ�� 7KLV
HVWDEOLVKHV� D� FOHDU� GLVWLQFWLRQ� EHWZHHQ� WKH� UHVSRQVLELOLWLHV� RI� WKH� VWDWH
�HVVHQWLDOO\�� WKH� PDLQWHQDQFH� RI� GRPHVWLF� RUGHU� DQG� WKH� SURWHFWLRQ� RI
SURSHUW\��DQG�WKH�UHVSRQVLELOLWLHV�RI�LQGLYLGXDO�FLWL]HQV��XVXDOO\�VHHQ�DV�WKH
UHDOP� RI� FLYLO� VRFLHW\��� 0RUHRYHU�� VLQFH� WKH� VWDWH� PD\� WKUHDWHQ� QDWXUDO
ULJKWV�DV�HDVLO\�DV�LW�PD\�XSKROG�WKHP��FLWL]HQV�PXVW�HQMR\�VRPH�IRUP�RI
SURWHFWLRQ�DJDLQVW�WKH�VWDWH��ZKLFK�/RFNH�EHOLHYHG�FRXOG�EH�GHOLYHUHG�RQO\
WKURXJK�WKH�PHFKDQLVPV�RI�FRQVWLWXWLRQDO�DQG�UHSUHVHQWDWLYH�JRYHUQPHQW�
$QDUFK\��/LWHUDOO\ߝ��ZLWKRXW�UXOHߞ��DQDUFK\�LV�RIWHQ�XVHG�SHMRUDWLYHO\
WR�VXJJHVW�LQVWDELOLW\��RU�HYHQ�FKDRV�
7KHVH� LGHDV� ZHUH� GHYHORSHG� LQ� WKH� WZHQWLHWK� FHQWXU\� LQWR� WKH� SOXUDOLVW
WKHRU\�RI� WKH� VWDWH��$V� D� WKHRU\� RI� VRFLHW\�� SOXUDOLVP� DVVHUWV� WKDW��ZLWKLQ
OLEHUDO�GHPRFUDFLHV��SRZHU�LV�ZLGHO\�DQG�HYHQO\�GLVSHUVHG��$V�D�WKHRU\�RI
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WKH�VWDWH��SOXUDOLVP�KROGV�WKDW�WKH�VWDWH�LV�QHXWUDO��LQVRIDU�DV�LW�LV�VXVFHSWLEOH
WR�WKH�LQIOXHQFH�RI�YDULRXV�JURXSV�DQG�LQWHUHVWV��DQG�DOO�VRFLDO�FODVVHV��7KH
VWDWH�LV�QRW�ELDVHG�LQ�IDYRXU�RI�DQ\�SDUWLFXODU�LQWHUHVW�RU�JURXS��DQG�LW�GRHV
QRW�KDYH�DQ� LQWHUHVW�RI� LWV�RZQ� WKDW� LV� VHSDUDWH� IURP� WKRVH�RI� VRFLHW\��$V
6FKZDU]PDQWHO��������SXW�LW��WKH�VWDWH�LVߝ�WKH�VHUYDQW�RI�VRFLHW\�DQG�QRW�LWV
PDVWHU��7ߞKH� VWDWH� FDQ� WKXV�EH�SRUWUD\HG�DV� D� �ߞSLQFXVKLRQߝ WKDW�SDVVLYHO\
DEVRUEV� SUHVVXUHV� DQG� IRUFHV� H[HUWHG� XSRQ� LW�� 7ZR� NH\� DVVXPSWLRQV
XQGHUOLH� WKLV�YLHZ��7KH� ILUVW� LV� WKDW� WKH� VWDWH� LV� HIIHFWLYHO\� VXERUGLQDWH� WR
JRYHUQPHQW��1RQ�HOHFWHG�VWDWH�ERGLHV��WKH�FLYLO�VHUYLFH�� WKH� MXGLFLDU\�� WKH
SROLFH��WKH�PLOLWDU\��DQG�VR�RQ��DUH�VWULFWO\�LPSDUWLDO�DQG�DUH�VXEMHFW�WR�WKH
DXWKRULW\� RI� WKHLU� SROLWLFDO� PDVWHUV�� 7KH� VWDWH� DSSDUDWXV� LV�� WKHUHIRUH�
WKRXJKW� WR� FRQIRUP� WR� WKH� SULQFLSOHV� RI� SXEOLF� VHUYLFH� DQG� SROLWLFDO
DFFRXQWDELOLW\�� 7KH� VHFRQG� DVVXPSWLRQ� LV� WKDW� WKH� GHPRFUDWLF� SURFHVV� LV
PHDQLQJIXO�DQG�HIIHFWLYH�� ,Q�RWKHU�ZRUGV��SDUW\�FRPSHWLWLRQ�DQG� LQWHUHVW�
JURXS�DFWLYLW\�HQVXUH�WKDW�WKH�JRYHUQPHQW�RI�WKH�GD\�UHPDLQV�VHQVLWLYH�DQG
UHVSRQVLYH� WR� SXEOLF� RSLQLRQ�� 8OWLPDWHO\�� WKHUHIRUH�� WKH� VWDWH� LV� RQO\� D
ZHDWKHU� YDQH� WKDW� LV� EORZQ� LQ� ZKLFKHYHU� GLUHFWLRQ� WKH� SXEOLF�DW�ODUJH
GLFWDWHV�

)2&86�21�������
62&,$/�&2175$&7�7+(25<
$� VRFLDO� FRQWUDFW� LV� D� YROXQWDU\� DJUHHPHQW� PDGH� DPRQJVW
LQGLYLGXDOV� WKURXJK� ZKLFK� DQ� RUJDQL]HG� VRFLHW\�� RU� VWDWH�� LV
EURXJKW� LQWR�H[LVWHQFH��8VHG�DV�D� WKHRUHWLFDO�GHYLFH�E\� WKLQNHUV
VXFK� DV� +REEHV�� /RFNH� DQG� 5RXVVHDX� �VHH� S�� ����� WKH� VRFLDO
FRQWUDFW� KDV� EHHQ� UHYLYHG� E\� PRGHUQ� WKHRULVWV� VXFK� DV� -RKQ
5DZOV� �VHH�S�������7KH�VRFLDO� FRQWUDFW� LV� VHOGRP� UHJDUGHG�DV�D
KLVWRULFDO�DFW��5DWKHU��LW�LV�XVHG�DV�D�PHDQV�RI�GHPRQVWUDWLQJ�WKH
YDOXH� RI� JRYHUQPHQW� DQG� WKH� JURXQGV� RI� SROLWLFDO� REOLJDWLRQ�
VRFLDO�FRQWUDFW� WKHRULVWV� ZLVK� LQGLYLGXDOV� WR� DFW� DV� LI� WKH\� KDG
FRQFOXGHG� WKH� FRQWUDFW� WKHPVHOYHV�� ,Q� LWV� FODVVLF� IRUP�� VRFLDO�
FRQWUDFW�WKHRU\�KDV�WKUHH�HOHPHQWV�

7KH� LPDJH� RI� D� K\SRWKHWLFDO� VWDWHOHVV� VRFLHW\� �D� �VWDWHߝ RI
QDWXUHߞ��LV�HVWDEOLVKHG��8QFRQVWUDLQHG�IUHHGRP�PHDQV�WKDW�OLIH
LVߝ�VROLWDU\��SRRU��QDVW\��EUXWLVK�DQG�VKRUWߞ��+REEHV��
,QGLYLGXDOV� WKHUHIRUH� VHHN� WR� HVFDSH� IURP� WKH� VWDWH� RI� QDWXUH
E\� HQWHULQJ� LQWR� D� VRFLDO� FRQWUDFW�� UHFRJQL]LQJ� WKDW� RQO\� D
VRYHUHLJQ�SRZHU�FDQ�VHFXUH�RUGHU�DQG�VWDELOLW\�
7KH� VRFLDO� FRQWUDFW� REOLJHV� FLWL]HQV� WR� UHVSHFW� DQG� REH\� WKH
VWDWH�� XOWLPDWHO\� LQ�JUDWLWXGH� IRU� WKH� VWDELOLW\�DQG�VHFXULW\� WKDW
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RQO\�D�V\VWHP�RI�SROLWLFDO�UXOH�FDQ�GHOLYHU�
0RGHUQ�SOXUDOLVWV��KRZHYHU��KDYH�RIWHQ�DGRSWHG�D�PRUH�FULWLFDO�YLHZ�RI�WKH
VWDWH��WHUPHG�WKH�QHRSOXUDOLVW��VHH�S������WKHRU\�RI�WKH�VWDWH��7KHRULVWV�VXFK
DV�5REHUW�'DKO��VHH�S��������&KDUOHV�/LQGEORP�DQG�-��.��*DOEUDLWK��VHH�S�
�����KDYH�FRPH�WR�DFFHSW�WKDW�PRGHUQ�LQGXVWULDOL]HG�VWDWHV�DUH�ERWK�PRUH
FRPSOH[�DQG�OHVV�UHVSRQVLYH�WR�SRSXODU�SUHVVXUHV�WKDQ�FODVVLFDO�SOXUDOLVP
VXJJHVWHG��1HRSOXUDOLVWV�� IRU� LQVWDQFH�� KDYH� DFNQRZOHGJHG� WKDW� EXVLQHVV
HQMR\V�Dߝ�SULYLOHJHG�SRVLWLRQߞ� LQ�UHODWLRQ� WR�JRYHUQPHQW� WKDW�RWKHU�JURXSV
FOHDUO\�FDQQRW�ULYDO��,Q�3ROLWLFV�DQG�0DUNHWV���������/LQGEORP�SRLQWHG�RXW
WKDW�� DV� WKH� PDMRU� LQYHVWRU� DQG� ODUJHVW� HPSOR\HU� LQ� VRFLHW\�� EXVLQHVV� LV
ERXQG� WR� H[HUFLVH� FRQVLGHUDEOH� VZD\� RYHU� DQ\� JRYHUQPHQW��ZKDWHYHU� LWV
LGHRORJLFDO� OHDQLQJV� RU� PDQLIHVWR� FRPPLWPHQWV��0RUHRYHU�� QHRSOXUDOLVWV
KDYH�DFFHSWHG�WKDW�WKH�VWDWH�FDQ��DQG�GRHV��IRUJH�LWV�RZQ�VHFWLRQDO�LQWHUHVWV�
,Q�WKLV�ZD\��D�VWDWH�HOLWH��FRPSRVHG�RI�VHQLRU�FLYLO�VHUYDQWV��MXGJHV��SROLFH
FKLHIV�� PLOLWDU\� OHDGHUV�� DQG� VR� RQ�� PD\� EH� VHHQ� WR� SXUVXH� HLWKHU� WKH
EXUHDXFUDWLF� LQWHUHVWV�RI� WKHLU�VHFWRU�RI� WKH�VWDWH��RU� WKH� LQWHUHVWV�RI�FOLHQW
JURXSV��,QGHHG��LI�WKH�VWDWH�LV�UHJDUGHG�DV�D�SROLWLFDO�DFWRU�LQ�LWV�RZQ�ULJKW�
LW�FDQ�EH�YLHZHG�DV�D�SRZHUIXO��SHUKDSV�WKH�PRVW�SRZHUIXO��LQWHUHVW�JURXS
LQ� VRFLHW\�� 7KLV� OLQH� RI� DUJXPHQW� HQFRXUDJHG� (ULF� 1RUGOLQJHU� ������� WR
GHYHORS� D� VWDWH�FHQWUHG� PRGHO� RI� OLEHUDO� GHPRFUDF\�� EDVHG� RQ� WKHߝ
DXWRQRP\�RI�WKH�GHPRFUDWLF�VWDWHߞ�

&21&(37�
1HRSOXUDOLVP
1HRSOXUDOLVP�LV�D�VW\OH�RI�VRFLDO�WKHRUL]LQJ�WKDW�UHPDLQV�IDLWKIXO�WR
SOXUDOLVW�YDOXHV�ZKLOH�UHFRJQL]LQJ�WKH�QHHG�WR�UHYLVH�RU�XSGDWH
FODVVLFDO�SOXUDOLVP�LQ�WKH�OLJKW�RI��IRU�H[DPSOH��HOLWH��0DU[LVW�DQG
1HZ�5LJKW�WKHRULHV��$OWKRXJK�QHRSOXUDOLVP�HPEUDFHV�D�EURDG
UDQJH�RI�SHUVSHFWLYHV�DQG�SRVLWLRQV��FHUWDLQ�FHQWUDO�WKHPHV�FDQ
EH�LGHQWLILHG��)LUVW��LW�WDNHV�DFFRXQW�RI�PRGHUQL]LQJ�WUHQGV��VXFK
DV�WKH�HPHUJHQFH�RI�SRVWLQGXVWULDO�VRFLHW\��6HFRQG��ZKLOH
FDSLWDOLVP�LV�SUHIHUUHG�WR�VRFLDOLVP��IUHH�PDUNHW�HFRQRPLF
GRFWULQHV�DUH�XVXDOO\�UHJDUGHG�DV�REVROHWH��7KLUG��:HVWHUQ
GHPRFUDFLHV�DUH�VHHQ�DVߝ�GHIRUPHG�SRO\DUFKLHVߞ��LQ�ZKLFK�PDMRU
FRUSRUDWLRQV�H[HUW�GLVSURSRUWLRQDWH�LQIOXHQFH�

7KH�FDSLWDOLVW�VWDWH
7KH�0DU[LVW� QRWLRQ� RI� D� FDSLWDOLVW� VWDWH� RIIHUV� D� FOHDU� DOWHUQDWLYH� WR� WKH
SOXUDOLVW� LPDJH�RI� WKH� VWDWH� DV� D� QHXWUDO� DUELWHU� RU� XPSLUH��0DU[LVWV�KDYH
W\SLFDOO\� DUJXHG� WKDW� WKH� VWDWH� FDQQRW� EH� XQGHUVWRRG� VHSDUDWHO\� IURP� WKH

���



HFRQRPLF� VWUXFWXUH� RI� VRFLHW\��7KLV� YLHZ�KDV�XVXDOO\� EHHQ�XQGHUVWRRG� LQ
WHUPV�RI�WKH�FODVVLF�IRUPXODWLRQ�WKDW�WKH�VWDWH�LV�QRWKLQJ�EXW�DQ�LQVWUXPHQW
RI�FODVV�RSSUHVVLRQ�� WKH� VWDWH�HPHUJHV�RXW�RI�� DQG� LQ�D� VHQVH� UHIOHFWV�� WKH
FODVV� V\VWHP��1HYHUWKHOHVV�� D� ULFK� GHEDWH� KDV� WDNHQ� SODFH�ZLWKLQ�0DU[LVW
WKHRU\�LQ�UHFHQW�\HDUV�WKDW�KDV�PRYHG�WKH�0DU[LVW�WKHRU\�RI�WKH�VWDWH�D�ORQJ
ZD\� IURP� WKLV� FODVVLF� IRUPXODWLRQ�� ,Q� PDQ\� ZD\V�� WKH� VFRSH� WR� UHYLVH
0DU[LVW� DWWLWXGHV� WRZDUGV� WKH� VWDWH� VWHPV� IURP� DPELJXLWLHV� WKDW� FDQ� EH
IRXQG�LQ�0DU[ߞV��VHH�S������RZQ�ZULWLQJV�
0DU[� GLG� QRW� GHYHORS� D� V\VWHPDWLF� RU� FRKHUHQW� WKHRU\� RI� WKH� VWDWH�� ,Q� D
JHQHUDO�VHQVH��KH�EHOLHYHG�WKDW�WKH�VWDWH�LV�SDUW�RI�Dߝ�VXSHUVWUXFWXUHߞ�WKDW�LV
GHWHUPLQHG�RU�FRQGLWLRQHG�E\� WKH�HFRQRPLFߝ�EDVHߞ��ZKLFK�FDQ�EH�VHHQ�DV
WKH� UHDO� IRXQGDWLRQ� RI� VRFLDO� OLIH�� +RZHYHU�� WKH� SUHFLVH� UHODWLRQVKLS
EHWZHHQ�WKH�EDVH�DQG�WKH�VXSHUVWUXFWXUH��DQG�LQ�WKLV�FDVH�WKDW�EHWZHHQ�WKH
VWDWH�DQG�WKH�FDSLWDOLVW�PRGH�RI�SURGXFWLRQ��LV�XQFOHDU��7ZR�WKHRULHV�RI�WKH
VWDWH� FDQ� EH� LGHQWLILHG� LQ�0DU[ߞV� ZULWLQJV�� 7KH� ILUVW� LV� H[SUHVVHG� LQ� KLV
RIWHQ�TXRWHG�GLFWXP�IURP�7KH�&RPPXQLVW�0DQLIHVWR� �>����@�������� 7KHߝ
H[HFXWLYH� RI� WKH� PRGHUQ� VWDWH� LV� EXW� D� FRPPLWWHH� IRU� PDQDJLQJ� WKH
FRPPRQ�DIIDLUV�RI�WKH�ZKROH�ERXUJHRLVLHߞ��)URP�WKLV�SHUVSHFWLYH��WKH�VWDWH
LV�FOHDUO\�GHSHQGHQW�RQ�VRFLHW\�DQG�HQWLUHO\�GHSHQGHQW�RQ�LWV�HFRQRPLFDOO\
GRPLQDQW�FODVV��ZKLFK�LQ�FDSLWDOLVP�LV�WKH�ERXUJHRLVLH��/HQLQ��VHH�S������
WKXV�GHVFULEHG�WKH�VWDWH�VWDUNO\�DVߝ�DQ�LQVWUXPHQW�IRU�WKH�RSSUHVVLRQ�RI�WKH
H[SORLWHG�FODVVߞ�
%RXUJHRLVLH��$�0DU[LVW�WHUP��GHQRWLQJ�WKH�UXOLQJ�FODVV�RI�D
FDSLWDOLVW�VRFLHW\��WKH�RZQHUV�RI�SURGXFWLYH�ZHDOWK�
$�VHFRQG��PRUH�FRPSOH[�DQG�VXEWOH��WKHRU\�RI�WKH�VWDWH�FDQ�QHYHUWKHOHVV�EH
IRXQG� LQ�0DU[ߞV� DQDO\VLV� RI� WKH� UHYROXWLRQDU\� HYHQWV� LQ� )UDQFH� EHWZHHQ
����� DQG� ������ 7KH� (LJKWHHQWK� %UXPDLUH� RI� /RXLV� %RQDSDUWH� �>����@
�������0DU[�VXJJHVWHG�WKDW�WKH�VWDWH�FRXOG�HQMR\�ZKDW�KDV�FRPH�WR�EH�VHHQ
DV� �ߞ\UHODWLYH�DXWRQRPߝ IURP�WKH�FODVV�V\VWHP�� WKH�1DSROHRQLF�VWDWH�EHLQJ
FDSDEOH�RI�LPSRVLQJ�LWV�ZLOO�XSRQ�VRFLHW\��DFWLQJ�DV�DQߝ�DSSDOOLQJ�SDUDVLWLF
ERG\ߞ��,I�WKH�VWDWH�GLG�DUWLFXODWH�WKH�LQWHUHVWV�RI�DQ\�FODVV��LW�ZDV�QRW�WKRVH
RI�WKH�ERXUJHRLVLH��EXW�WKRVH�RI�WKH�PRVW�SRSXORXV�FODVV�LQ�)UHQFK�VRFLHW\�
WKH� VPDOOKROGLQJ�SHDVDQWU\��$OWKRXJK�0DU[� GLG� QRW� GHYHORS� WKLV� YLHZ� LQ
GHWDLO�� LW� LV� FOHDU� WKDW�� IURP� WKLV�SHUVSHFWLYH�� WKH�DXWRQRP\�RI� WKH� VWDWH� LV
RQO\� UHODWLYH�� LQ� WKDW� WKH� VWDWH� DSSHDUV� WR� PHGLDWH� EHWZHHQ� FRQIOLFWLQJ
FODVVHV��DQG�VR�PDLQWDLQV�WKH�FODVV�V\VWHP�LWVHOI�LQ�H[LVWHQFH�
%RWK� WKHVH� WKHRULHV� GLIIHU� PDUNHGO\� IURP� WKH� OLEHUDO� DQG�� ODWHU�� SOXUDOLVW
PRGHOV�RI�VWDWH�SRZHU��,Q�SDUWLFXODU�� WKH\�HPSKDVL]H�WKDW�WKH�VWDWH�FDQQRW
EH�XQGHUVWRRG�H[FHSW�LQ�D�FRQWH[W�RI�XQHTXDO�FODVV�SRZHU��DQG�WKDW�WKH�VWDWH
DULVHV� RXW� RI�� DQG� UHIOHFWV�� FDSLWDOLVW� VRFLHW\�� E\� DFWLQJ� HLWKHU� DV� DQ
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LQVWUXPHQW�RI�RSSUHVVLRQ�ZLHOGHG�E\� WKH�GRPLQDQW�FODVV��RU��PRUH�VXEWO\�
DV� D� PHFKDQLVP� WKURXJK� ZKLFK� FODVV� DQWDJRQLVPV� DUH� DPHOLRUDWHG�
1HYHUWKHOHVV��0DU[ߞV�DWWLWXGH�WRZDUGV�WKH�VWDWH�ZDV�QRW�HQWLUHO\�QHJDWLYH�
+H�DUJXHG�WKDW�WKH�VWDWH�FRXOG�EH�XVHG�FRQVWUXFWLYHO\�GXULQJ�WKH�WUDQVLWLRQ
IURP� FDSLWDOLVP� WR� FRPPXQLVP� LQ� WKH� IRUP� RI� WKH� \UHYROXWLRQDUߝ
GLFWDWRUVKLS�RI�WKH�SUROHWDULDW��7ߞKH�RYHUWKURZ�RI�FDSLWDOLVP�ZRXOG�VHH�WKH
GHVWUXFWLRQ� RI� WKH� ERXUJHRLV� VWDWH� DQG� WKH� FUHDWLRQ� RI� DQ� DOWHUQDWLYH�
SUROHWDULDQ�RQH�
3UROHWDULDW��$�0DU[LVW�WHUP��GHQRWLQJ�D�FODVV�WKDW�VXEVLVWV�WKURXJK
WKH�VDOH�RI�LWV�ODERXU�SRZHU��VWULFWO\�VSHDNLQJ��WKH�SUROHWDULDW�LV�QRW
HTXLYDOHQW�WR�WKH�ZRUNLQJ�FODVV�

&21&(37�
1HR�0DU[LVP
1HR�0DU[LVP��VRPHWLPHV�WHUPHGߝ�PRGHUQߞ�RUߝ�:HVWHUQ�0ߞDU[LVP�
UHIHUV� WR�DWWHPSWV� WR�UHYLVH�RU�UHFDVW� WKH�FODVVLFDO� LGHDV�RI�0DU[
ZKLOH�UHPDLQLQJ�IDLWKIXO�WR�FHUWDLQ�0DU[LVW�SULQFLSOHV�RU�DVSHFWV�RI
0DU[LVW�PHWKRGRORJ\��1HR�0DU[LVWV�W\SLFDOO\�UHIXVH�WR�DFFHSW�WKDW
0DU[LVP�HQMR\V�D�PRQRSRO\�RI�WKH�WUXWK��DQG�KDYH�WKXV�ORRNHG�WR
+HJHOLDQ� SKLORVRSK\�� DQDUFKLVP�� OLEHUDOLVP�� IHPLQLVP� DQG� HYHQ
UDWLRQDO�FKRLFH� WKHRU\�� $OWKRXJK� VWLOO� FRQFHUQHG� DERXW� VRFLDO
LQMXVWLFH��QHR�0DU[LVWV�UHMHFW�WKH�SULPDF\�RI�HFRQRPLFV�RYHU�RWKHU
IDFWRUV� DQG�� ZLWK� LW�� WKH� QRWLRQ� WKDW� KLVWRU\� KDV� D� SUHGLFWDEOH
FKDUDFWHU�

,Q�GHVFULELQJ�WKH�VWDWH�DV�D�SUROHWDULDQߝ�GLFWDWRUVKLS��0ߞDU[�XWLOL]HG�WKH�ILUVW
WKHRU\� RI� WKH� VWDWH�� VHHLQJ� WKH� VWDWH� DV� DQ� LQVWUXPHQW� WKURXJK�ZKLFK� WKH
HFRQRPLFDOO\� GRPLQDQW� FODVV� �E\� WKHQ�� WKH� SUROHWDULDW�� FRXOG� UHSUHVV� DQG
VXEGXH� RWKHU� FODVVHV�� $OO� VWDWHV�� IURP� WKLV� SHUVSHFWLYH�� DUH� FODVV
GLFWDWRUVKLSV��7KHߝ�GLFWDWRUVKLS�RI�WKH�SUROHWDULDWߞ�ZDV�VHHQ�DV�D�PHDQV�RI
VDIHJXDUGLQJ�WKH�JDLQV�RI�WKH�UHYROXWLRQ�E\�SUHYHQWLQJ�FRXQWHU�UHYROXWLRQ
PRXQWHG�E\�WKH�GLVSRVVHVVHG�ERXUJHRLVLH��1HYHUWKHOHVV��0DU[�GLG�QRW�VHH
WKH�VWDWH�DV�D�QHFHVVDU\�RU�HQGXULQJ�VRFLDO�IRUPDWLRQ��+H�SUHGLFWHG�WKDW��DV
FODVV� DQWDJRQLVPV� IDGHG�� WKH� VWDWH� ZRXOG� �ZLWKHUߝ DZD\ߞ�� PHDQLQJ� WKDW� D
IXOO\�FRPPXQLVW� VRFLHW\�ZRXOG�DOVR�EH�VWDWHOHVV��6LQFH� WKH�VWDWH�HPHUJHG
RXW�RI�WKH�FODVV�V\VWHP��RQFH�WKH�FODVV�V\VWHP�KDV�EHHQ�DEROLVKHG��WKH�VWDWH�
TXLWH�VLPSO\��ORVHV�LWV�UHDVRQ�IRU�H[LVWHQFH�
0DU[ߞV� DPELYDOHQW� KHULWDJH� KDV� SURYLGHG� PRGHUQ� 0DU[LVWV�� RU� QHR�
0DU[LVWV��ZLWK� FRQVLGHUDEOH� VFRSH� WR� IXUWKHU� WKH� DQDO\VLV� RI� VWDWH� SRZHU�
7KLV�ZDV�DOVR�HQFRXUDJHG�E\�WKH�ZULWLQJV�RI�$QWRQLR�*UDPVFL��VHH�S�������
ZKR�HPSKDVL]HG�WKH�GHJUHH�WR�ZKLFK�WKH�GRPLQDWLRQ�RI�WKH�UXOLQJ�FODVV�LV
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DFKLHYHG� E\� LGHRORJLFDO�PDQLSXODWLRQ�� UDWKHU� WKDQ� MXVW� RSHQ� FRHUFLRQ�� ,Q
WKLV�YLHZ��ERXUJHRLV�GRPLQDWLRQ�LV�PDLQWDLQHG�ODUJHO\�WKURXJKߝ�KHJHPRQ\ߞ
�VHH� S�� ������ WKDW� LV�� LQWHOOHFWXDO� OHDGHUVKLS� RU� FXOWXUDO� FRQWURO�� ZLWK� WKH
VWDWH�SOD\LQJ�DQ�LPSRUWDQW�UROH�LQ�WKH�SURFHVV�
6LQFH�WKH�����V��0DU[LVW�WKHRUL]LQJ�DERXW�WKH�VWDWH�KDV�EHHQ�GRPLQDWHG�E\
ULYDO� LQVWUXPHQWDOLVW� DQG� VWUXFWXUDOLVW� YLHZV� RI� WKH� VWDWH�� ,Q�7KH� 6WDWH� LQ
&DSLWDOLVW�6RFLHW\��>����@��������0LOLEDQG�SRUWUD\HG�WKH�VWDWH�DV�DQ�DJHQW
RU� LQVWUXPHQW� RI� WKH� UXOLQJ� FODVV�� VWUHVVLQJ� WKH� H[WHQW� WR� ZKLFK� WKH� VWDWH
HOLWH� LV� GLVSURSRUWLRQDWHO\� GUDZQ� IURP� WKH� UDQNV� RI� WKH� SULYLOHJHG� DQG
SURSHUWLHG��7KH�ELDV�RI�WKH�VWDWH�LQ�IDYRXU�RI�FDSLWDOLVP�LV�WKHUHIRUH�GHULYHG
IURP� WKH� RYHUODS� RI� VRFLDO� EDFNJURXQGV� EHWZHHQ�� RQ� WKH� RQH� KDQG�� FLYLO
VHUYDQWV� DQG� RWKHU� SXEOLF� RIILFLDOV�� DQG�� RQ� WKH� RWKHU�� EDQNHUV�� EXVLQHVV
OHDGHUV�DQG�FDSWDLQV�RI�LQGXVWU\��1LFRV�3RXODQW]DV��LQ�3ROLWLFDO�3RZHU�DQG
6RFLDO� &ODVVHV� �������� GLVPLVVHG� WKLV� VRFLRORJLFDO� DSSURDFK�� DQG
HPSKDVL]HG� LQVWHDG� WKH� GHJUHH� WR� ZKLFK� WKH� VWUXFWXUH� RI� HFRQRPLF� DQG
VRFLDO�SRZHU�H[HUWV�D�FRQVWUDLQW�RQ�VWDWH�DXWRQRP\��7KLV�YLHZ�VXJJHVWV�WKDW
WKH�VWDWH�FDQQRW�EXW�DFW�WR�SHUSHWXDWH�WKH�VRFLDO�V\VWHP�LQ�ZKLFK�LW�RSHUDWHV�
,Q�WKH�FDVH�RI�WKH�FDSLWDOLVW�VWDWH��LWV�UROH�LV�WR�VHUYH�WKH�ORQJ�WHUP�LQWHUHVWV
RI�FDSLWDOLVP��HYHQ�WKRXJK�WKHVH�DFWLRQV�PD\�EH�UHVLVWHG�E\�VHFWLRQV�RI�WKH
FDSLWDOLVW�FODVV�LWVHOI��1HR�0DU[LVWV�KDYH�LQFUHDVLQJO\�VHHQ�WKH�VWDWH�DV�WKH
WHUUDLQ� RQ� ZKLFK� WKH� VWUXJJOH� DPRQJVW� LQWHUHVWV�� JURXSV� DQG� FODVVHV� LV
FRQGXFWHG��5DWKHU�WKDQ�EHLQJ�DQߝ�LQVWUXPHQWߞ�ZLHOGHG�E\�D�GRPLQDQW�JURXS
RU�UXOLQJ�FODVV��WKH�VWDWH�LV�WKXV�D�G\QDPLF�HQWLW\�WKDW�UHIOHFWV�WKH�EDODQFH�RI
SRZHU� ZLWKLQ� VRFLHW\� DW� DQ\� JLYHQ� WLPH�� DQG� WKH� RQJRLQJ� VWUXJJOH� IRU
KHJHPRQ\�
7KH�OHYLDWKDQ�VWDWH
7KH� LPDJH�RI� WKH� VWDWH� DV� D� �ߞOHYLDWKDQߝ �LQ� HIIHFW�� D� VHOI�VHUYLQJ�PRQVWHU
LQWHQW� RQ� H[SDQVLRQ� DQG� DJJUDQGL]HPHQW�� LV� RQH� DVVRFLDWHG� LQ� PRGHUQ
SROLWLFV�ZLWK� WKH�1HZ�5LJKW�� 6XFK� D� YLHZ� LV� URRWHG� LQ� HDUO\� RU� FODVVLFDO
OLEHUDOLVP� DQG�� LQ� SDUWLFXODU�� D� FRPPLWPHQW� WR� D� UDGLFDO� IRUP� RI
LQGLYLGXDOLVP��VHH�S��������7KH�1HZ�5LJKW��RU�DW�OHDVW�LWV�QHROLEHUDO�ZLQJ�
LV� GLVWLQJXLVKHG� E\� D� VWURQJ� DQWLSDWK\� WRZDUGV� VWDWH� LQWHUYHQWLRQ� LQ
HFRQRPLF�DQG�VRFLDO�OLIH��ERUQ�RXW�RI�WKH�EHOLHI�WKDW�WKH�VWDWH�LV�D�SDUDVLWLF
JURZWK�WKDW�WKUHDWHQV�ERWK�LQGLYLGXDO�OLEHUW\�DQG�HFRQRPLF�VHFXULW\��,Q�WKLV
YLHZ��WKH�VWDWH��LQVWHDG�RI�EHLQJ��DV�SOXUDOLVWV�VXJJHVW��DQ�LPSDUWLDO�XPSLUH
RU� DUELWHU�� LV� DQ� RYHUEHDULQJ� ��ߞ\QDQQߝ GHVSHUDWH� WR� LQWHUIHUH� RU�PHGGOH� LQ
HYHU\�DVSHFW�RI�KXPDQ�H[LVWHQFH��7KH� FHQWUDO� IHDWXUH�RI� WKLV� YLHZ� LV� WKDW
WKH�VWDWH�SXUVXHV�LQWHUHVWV�WKDW�DUH�VHSDUDWH�IURP�WKRVH�RI�VRFLHW\��VHWWLQJ�LW
DSDUW� IURP� 0DU[LVP��� DQG� WKDW� WKRVH� LQWHUHVWV� GHPDQG� DQ� XQUHOHQWLQJ
JURZWK�LQ�WKH�UROH�RU�UHVSRQVLELOLWLHV�RI�WKH�VWDWH�LWVHOI��1HZ�5LJKW�WKLQNHUV
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WKHUHIRUH� DUJXH� WKDW� WKH� WZHQWLHWK�FHQWXU\� WHQGHQF\� WRZDUGV� VWDWH
LQWHUYHQWLRQ� UHIOHFWHG� QRW� SRSXODU� SUHVVXUH� IRU� HFRQRPLF� DQG� VRFLDO
VHFXULW\��RU�WKH�QHHG�WR�VWDELOL]H�FDSLWDOLVP�E\�DPHOLRUDWLQJ�FODVV�WHQVLRQV
EXW��UDWKHU��WKH�LQWHUQDO�G\QDPLFV�RI�WKH�VWDWH�
1HZ�5LJKW� WKHRULVWV�H[SODLQ� WKH�H[SDQVLRQLVW�G\QDPLFV�RI�VWDWH�SRZHU�E\
UHIHUHQFH� WR� ERWK� GHPDQG�VLGH� DQG� VXSSO\�VLGH� SUHVVXUHV�� 'HPDQG�VLGH
SUHVVXUHV� DUH� WKRVH� WKDW� HPDQDWH� IURP� VRFLHW\� LWVHOI�� XVXDOO\� WKURXJK� WKH
PHFKDQLVP� RI� HOHFWRUDO� GHPRFUDF\�� $V� GLVFXVVHG� LQ� &KDSWHU� �� LQ
FRQQHFWLRQ� ZLWK� GHPRFUDF\�� WKH� 1HZ� 5LJKW� DUJXHV� WKDW� HOHFWRUDO
FRPSHWLWLRQ� HQFRXUDJHV� SROLWLFLDQV� WR� �ߞRXWELGߝ RQH� DQRWKHU� E\� PDNLQJ
SURPLVHV� RI� LQFUHDVHG� VSHQGLQJ� DQG� PRUH� JHQHURXV� JRYHUQPHQW
SURJUDPPHV��UHJDUGOHVV�RI�WKH�ORQJ�WHUP�GDPDJH�WKDW�VXFK�SROLFLHV�LQIOLFW
RQ� WKH� HFRQRP\� LQ� WKH� IRUP� RI� LQFUHDVHG� WD[HV�� KLJKHU� LQIODWLRQ� DQG� WKH
�FURZGLQJߝ RXWߞ� RI� LQYHVWPHQW�� 6XSSO\�VLGH� SUHVVXUHV�� RQ� WKH� RWKHU� KDQG�
DUH�WKRVH�WKDW�DUH�LQWHUQDO�WR�WKH�VWDWH��7KHVH�FDQ�WKHUHIRUH�EH�H[SODLQHG�LQ
WHUPV�RI� WKH� LQVWLWXWLRQV�DQG�SHUVRQQHO�RI� WKH� VWDWH�DSSDUDWXV�� ,Q� LWV�PRVW
LQIOXHQWLDO� IRUP�� WKLV� DUJXPHQW� LV� NQRZQ� DV� WKH� �JRYHUQPHQWߝ RYHUVXSSO\
WKHVLVߞ�
7KH� RYHUVXSSO\� WKHVLV� KDV� XVXDOO\� EHHQ� DVVRFLDWHG� ZLWK� SXEOLF�FKRLFH
WKHRU\��VHH�S��������ZKLFK�H[DPLQHV�KRZ�SXEOLF�GHFLVLRQV�DUH�PDGH�EDVHG
RQ� WKH� DVVXPSWLRQ� WKDW� WKH� LQGLYLGXDOV� LQYROYHG� DFW� LQ� D� UDWLRQDOO\� VHOI�
LQWHUHVWHG� IDVKLRQ�� 1LVNDQHQ� �������� IRU� H[DPSOH�� DUJXHG� WKDW�� DV
EXGJHWDU\� FRQWURO� LQ� OHJLVODWXUHV� VXFK� DV� WKH� 86� &RQJUHVV� LV� W\SLFDOO\
ZHDN�� WKH� WDVN� RI� EXGJHW�PDNLQJ� LV� VKDSHG� ODUJHO\� E\� WKH� LQWHUHVWV� RI
JRYHUQPHQW� DJHQFLHV� DQG� VHQLRU� EXUHDXFUDWV�� ,QVRIDU� DV� WKLV� LPSOLHV� WKDW
JRYHUQPHQW� LV�GRPLQDWHG�E\� WKH�VWDWH� �WKH�VWDWH�HOLWH�EHLQJ�DEOH� WR� VKDSH
WKH�WKLQNLQJ�RI�HOHFWHG�SROLWLFLDQV���WKHUH�DUH�SDUDOOHOV�EHWZHHQ�WKH�SXEOLF�
FKRLFH� PRGHO� DQG� WKH� 0DU[LVW� YLHZ� GLVFXVVHG� DERYH�� :KHUH� WKHVH� WZR
YLHZV� GLYHUJH�� KRZHYHU�� LV� LQ� UHODWLRQ� WR� WKH� LQWHUHVWV� WKDW� WKH� VWDWH
DSSDUDWXV�VHUYHV��:KLOH�0DU[LVWV�DUJXH�WKDW�WKH�VWDWH�UHIOHFWV�EURDGHU�FODVV
DQG� RWKHU� VRFLDO� LQWHUHVWV�� WKH� 1HZ� 5LJKW� SRUWUD\V� WKH� VWDWH� DV� DQ
LQGHSHQGHQW� RU� DXWRQRPRXV� HQWLW\� WKDW� SXUVXHV� LWV� RZQ� LQWHUHVWV�� ,Q� WKLV
YLHZ��EXUHDXFUDWLF� VHOI�LQWHUHVW� LQYDULDEO\� VXSSRUWV� ��JRYHUQPHQWߞELJߝ DQG
VWDWH�LQWHUYHQWLRQ��EHFDXVH�WKLV�OHDGV�WR�DQ�HQODUJHPHQW�RI�WKH�EXUHDXFUDF\
LWVHOI��ZKLFK�KHOSV�WR�HQVXUH�MRE�VHFXULW\��LPSURYH�SD\��RSHQ�XS�SURPRWLRQ
SURVSHFWV� DQG� HQKDQFH� WKH� VWDWXV� RI� SXEOLF� RIILFLDOV�� 7KLV� LPDJH� RI� VHOI�
VHHNLQJ�EXUHDXFUDWV� LV� SODLQO\� DW� RGGV�ZLWK� WKH�SOXUDOLVW� QRWLRQ�RI� D� VWDWH
PDFKLQH� LPEXHG� ZLWK� DQ� HWKLF� RI� SXEOLF� VHUYLFH� DQG� ILUPO\� VXEMHFW� WR
SROLWLFDO�FRQWURO�
7KH�SDWULDUFKDO�VWDWH
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0RGHUQ� WKLQNLQJ� DERXW� WKH� VWDWH� PXVW�� ILQDOO\�� WDNH� DFFRXQW� RI� WKH
LPSOLFDWLRQV�RI�IHPLQLVW�WKHRU\��+RZHYHU��WKLV�LV�QRW�WR�VD\�WKDW�WKHUH�LV�D
V\VWHPDWLF� IHPLQLVW� WKHRU\� RI� WKH� VWDWH�� $V� HPSKDVL]HG� LQ� &KDSWHU� ��
IHPLQLVW� WKHRU\� HQFRPSDVVHV� D� UDQJH� RI� WUDGLWLRQV� DQG� SHUVSHFWLYHV�� DQG
KDV�WKXV�JHQHUDWHG�D�UDQJH�RI�YHU\�GLIIHUHQW�DWWLWXGHV�WRZDUGV�VWDWH�SRZHU�
0RUHRYHU��IHPLQLVWV�KDYH�XVXDOO\�QRW�UHJDUGHG�WKH�QDWXUH�RI�VWDWH�SRZHU�DV
D� FHQWUDO� SROLWLFDO� LVVXH�� SUHIHUULQJ� LQVWHDG� WR� FRQFHQWUDWH� RQ� WKH� GHHSHU
VWUXFWXUH�RI�PDOH�SRZHU�FHQWUHG�RQ�LQVWLWXWLRQV�VXFK�DV�WKH�IDPLO\�DQG�WKH
HFRQRPLF� V\VWHP�� 6RPH� IHPLQLVWV�� LQGHHG�� PD\� TXHVWLRQ� FRQYHQWLRQDO
GHILQLWLRQV� RI� WKH� VWDWH�� DUJXLQJ�� IRU� LQVWDQFH�� WKDW� WKH� LGHD� WKDW� WKH� VWDWH
H[HUFLVHV�D�PRQRSRO\�RI�OHJLWLPDWH�YLROHQFH�LV�FRPSURPLVHG�E\�WKH�URXWLQH
XVH�RI�YLROHQFH�DQG�LQWLPLGDWLRQ�LQ�IDPLO\�DQG�GRPHVWLF�OLIH��1HYHUWKHOHVV�
VRPHWLPHV� LPSOLFLWO\� DQG� VRPHWLPHV� H[SOLFLWO\�� IHPLQLVWV� KDYH� KHOSHG� WR
HQULFK� WKH�VWDWH�GHEDWH�E\�GHYHORSLQJ�QRYHO�DQG�FKDOOHQJLQJ�SHUVSHFWLYHV
RQ�VWDWH�SRZHU�

&21&(37�
3DWULDUFK\
3DWULDUFK\�OLWHUDOO\�PHDQVߝ�UXOH�E\�WKH�IDWKHUߞ��WKH�GRPLQDWLRQ�RI
WKH�KXVEDQGߙIDWKHU�ZLWKLQ�WKH�IDPLO\��DQG�WKH�VXERUGLQDWLRQ�RI�KLV
ZLIH�DQG�KLV�FKLOGUHQ��+RZHYHU��WKH�WHUP�LV�XVXDOO\�XVHG�LQ�WKH
PRUH�JHQHUDO�VHQVH�RIߝ�UXOH�E\�PHQߞ��GUDZLQJ�DWWHQWLRQ�WR�WKH
WRWDOLW\�RI�RSSUHVVLRQ�DQG�H[SORLWDWLRQ�WR�ZKLFK�ZRPHQ�DUH
VXEMHFW��3DWULDUFK\�WKXV�LPSOLHV�WKDW�WKH�V\VWHP�RI�PDOH�SRZHU�LQ
VRFLHW\�DW�ODUJH�ERWK�UHIOHFWV�DQG�VWHPV�IURP�WKH�GRPLQDQFH�RI
WKH�IDWKHU�LQ�WKH�IDPLO\��3DWULDUFK\�LV�D�NH\�FRQFHSW�LQ�UDGLFDO
IHPLQLVW�DQDO\VLV��LQ�WKDW�LW�HPSKDVL]HV�WKDW�JHQGHU�LQHTXDOLW\�LV
V\VWHPDWLF��LQVWLWXWLRQDOL]HG�DQG�SHUYDVLYH�

/LEHUDO�IHPLQLVWV��ZKR�EHOLHYH�WKDW�VH[XDO�RU�JHQGHU��VHH�S�������HTXDOLW\
FDQ�EH�EURXJKW�DERXW�WKURXJK�LQFUHPHQWDO�UHIRUP��KDYH�WHQGHG�WR�DFFHSW�DQ
HVVHQWLDOO\�SOXUDOLVW�YLHZ�RI� WKH� VWDWH��7KH\� UHFRJQL]H� WKDW�� LI�ZRPHQ�DUH
GHQLHG� OHJDO� DQG� SROLWLFDO� HTXDOLW\�� DQG� HVSHFLDOO\� WKH� ULJKW� WR� YRWH�� WKH
VWDWH� LV�ELDVHG� LQ� IDYRXU�RI�PHQ��+RZHYHU�� WKHLU� IDLWK� LQ� WKH�VWDWHߞV�EDVLF
QHXWUDOLW\� LV� UHIOHFWHG� LQ� WKH� EHOLHI� WKDW� DQ\� VXFK� ELDV� FDQ�� DQG� ZLOO�� EH
RYHUFRPH�E\�D�SURFHVV�RI� UHIRUP�� ,Q� WKLV� VHQVH�� OLEHUDO� IHPLQLVWV� EHOLHYH
WKDW� DOO� JURXSV� �LQFOXGLQJ�ZRPHQ�� KDYH� SRWHQWLDOO\� HTXDO� DFFHVV� WR� VWDWH
SRZHU�� DQG� WKDW� WKLV� FDQ� EH� XVHG� LPSDUWLDOO\� WR� SURPRWH� MXVWLFH� DQG� WKH
FRPPRQ�JRRG��/LEHUDO�IHPLQLVWV�KDYH�WKHUHIRUH�XVXDOO\�YLHZHG�WKH�VWDWH�LQ
SRVLWLYH� WHUPV�� VHHLQJ� VWDWH� LQWHUYHQWLRQ� DV� D�PHDQV�RI� UHGUHVVLQJ�JHQGHU
LQHTXDOLW\� DQG� HQKDQFLQJ� WKH� UROH� RI� ZRPHQ�� 7KLV� FDQ� EH� VHHQ� LQ
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FDPSDLJQV� IRU� HTXDO�SD\� OHJLVODWLRQ�� WKH� OHJDOL]DWLRQ� RI� DERUWLRQ�� WKH
SURYLVLRQ�RI�FKLOG�FDUH�IDFLOLWLHV��WKH�H[WHQVLRQ�RI�ZHOIDUH�EHQHILWV��DQG�VR
RQ�
1HYHUWKHOHVV�� D� PRUH� FULWLFDO� DQG� QHJDWLYH� YLHZ� RI� WKH� VWDWH� KDV� EHHQ
GHYHORSHG� E\� UDGLFDO� IHPLQLVWV�� ZKR� DUJXH� WKDW� VWDWH� SRZHU� UHIOHFWV� D
GHHSHU� VWUXFWXUH� RI� RSSUHVVLRQ� LQ� WKH� IRUP� RI� SDWULDUFK\�� 7KHUH� DUH� D
QXPEHU�RI�VLPLODULWLHV�EHWZHHQ�0DU[LVW�DQG�UDGLFDO�IHPLQLVW�YLHZV�RI�VWDWH
SRZHU�� %RWK� JURXSV�� IRU� H[DPSOH�� GHQ\� WKDW� WKH� VWDWH� LV� DQ� DXWRQRPRXV
HQWLW\� EHQW� RQ� WKH� SXUVXLW� RI� LWV� RZQ� LQWHUHVWV�� ,QVWHDG�� WKH� VWDWH� LV
XQGHUVWRRG��DQG�LWV�ELDVHV�DUH�H[SODLQHG��E\�UHIHUHQFH�WR�Dߝ�GHHS�VWUXFWXUHߞ
RI� SRZHU� LQ� VRFLHW\� DW� ODUJH�� :KHUHDV� 0DU[LVWV� SODFH� WKH� VWDWH� LQ� DQ
HFRQRPLF� FRQWH[W�� UDGLFDO� IHPLQLVWV� SODFH� LW� LQ� D� FRQWH[W� RI� JHQGHU
LQHTXDOLW\��DQG�LQVLVW�WKDW�LW� LV�HVVHQWLDOO\�DQ�LQVWLWXWLRQ�RI�PDOH�SRZHU��,Q
FRPPRQ� ZLWK� 0DU[LVP�� GLVWLQFWLYH� LQVWUXPHQWDOLVW� DQG� VWUXFWXUDOLVW
YHUVLRQV�RI�WKLV�IHPLQLVW�SRVLWLRQ�KDYH�EHHQ�GHYHORSHG��7KH�LQVWUXPHQWDOLVW
DUJXPHQW�YLHZV�WKH�VWDWH�DV�OLWWOH�PRUH�WKDQ�DQ�DJHQW�RUߝ�WRROߞ�XVHG�E\�PHQ
WR�GHIHQG�WKHLU�RZQ�LQWHUHVWV�DQG�XSKROG�WKH�VWUXFWXUHV�RI�SDWULDUFK\��7KLV
OLQH�RI�DUJXPHQW�GUDZV�RQ�WKH�FRUH�IHPLQLVW�EHOLHI�WKDW�SDWULDUFK\�LV�URRWHG
LQ�WKH�GLYLVLRQ�RI�VRFLHW\�LQWR�GLVWLQFWߝ�SXEOLFߞ�DQGߝ�SULYDWHߞ�VSKHUHV�RI�OLIH�
PHQ�GRPLQDWLQJ�WKH�IRUPHU�ZKLOH�ZRPHQ�DUH�FRQILQHG�WR�WKH�ODWWHU��4XLWH
VLPSO\��LQ�WKLV�YLHZ��WKH�VWDWH�LV�UXQ�E\�PHQ��DQG�IRU�PHQ�
:KHUHDV�LQVWUXPHQWDOLVW�DUJXPHQWV�IRFXV�RQ�WKH�SHUVRQQHO�RI�WKH�VWDWH��DQG
SDUWLFXODUO\� WKH� VWDWH� HOLWH�� VWUXFWXUDOLVW� DUJXPHQWV� WHQG� WR� HPSKDVL]H� WKH
GHJUHH� WR� ZKLFK� VWDWH� LQVWLWXWLRQV� DUH� HPEHGGHG� LQ� D� ZLGHU� SDWULDUFKDO
V\VWHP�� 0RGHUQ� UDGLFDO� IHPLQLVWV� KDYH� SDLG� SDUWLFXODU� DWWHQWLRQ� WR� WKH
HPHUJHQFH�RI�WKH�ZHOIDUH�VWDWH��VHHLQJ�LW�DV�WKH�H[SUHVVLRQ�RI�D�QHZ�NLQG�RI
SDWULDUFKDO� SRZHU�� :HOIDUH� PD\� XSKROG� SDWULDUFK\� E\� EULQJLQJ� DERXW� D
WUDQVLWLRQ�IURP�SULYDWH�GHSHQGHQFH��LQ�ZKLFK�ZRPHQ�DVߝ�KRPH�PDNHUVߞ�DUH
GHSHQGHQW�RQ�PHQ�DVߝ�EUHDGZLQQHUVߞ��WR�D�V\VWHP�RI�SXEOLF�GHSHQGHQFH�LQ
ZKLFK� ZRPHQ� DUH� LQFUHDVLQJO\� FRQWUROOHG� E\� WKH� LQVWLWXWLRQV� RI� WKH
H[WHQGHG�VWDWH��)RU�LQVWDQFH��ZRPHQ�KDYH�EHFRPH�LQFUHDVLQJO\�GHSHQGHQW
RQ� WKH� VWDWH� DV� FOLHQWV� RU� FXVWRPHUV� RI� VWDWH� VHUYLFHV� �VXFK� DV� FKLOG�FDUH
LQVWLWXWLRQV�� QXUVHU\� HGXFDWLRQ� DQG� VRFLDO� ZRUN�� DQG� DV� HPSOR\HHV�
SDUWLFXODUO\� LQ� WKH� VR�FDOOHG� �ߞFDULQJߝ SURIHVVLRQV� �VXFK� DV� QXUVLQJ�� VRFLDO
ZRUN�DQG�HGXFDWLRQ��
7KH�UROH�RI�WKH�VWDWH
&RQWUDVWLQJ� LQWHUSUHWDWLRQV�RI� VWDWH�SRZHU�KDYH�FOHDU� LPSOLFDWLRQV� IRU� WKH
GHVLUDEOH�UROH�RU�UHVSRQVLELOLWLHV�RI�WKH�VWDWH��:KDW�VKRXOG�VWDWHV�GR"�:KDW
IXQFWLRQV�RU�UHVSRQVLELOLWLHV�VKRXOG�WKH�VWDWH�IXOILO��DQG�ZKLFK�RQHV�VKRXOG
EH�OHIW�LQ�WKH�KDQGV�RI�SULYDWH�LQGLYLGXDOV"�,Q�PDQ\�UHVSHFWV��WKHVH�DUH�WKH
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TXHVWLRQV� DURXQG�ZKLFK� HOHFWRUDO� SROLWLFV� DQG� SDUW\� FRPSHWLWLRQ� UHYROYH�
:LWK� WKH�H[FHSWLRQ�RI�DQDUFKLVWV��ZKR�GLVPLVV� WKH�VWDWH�DV� IXQGDPHQWDOO\
HYLO� DQG� XQQHFHVVDU\�� DOO� SROLWLFDO� WKLQNHUV� KDYH� UHJDUGHG� WKH� VWDWH� DV�� LQ
VRPH� VHQVH�� ZRUWKZKLOH�� (YHQ� UHYROXWLRQDU\� VRFLDOLVWV�� LQVSLUHG� E\� WKH
/HQLQLVW�VORJDQߝ�VPDVK�WKH�VWDWHߞ��KDYH�DFFHSWHG�WKH�QHHG�IRU�D�WHPSRUDU\
SUROHWDULDQ� VWDWH� WR� SUHVLGH� RYHU� WKH� WUDQVLWLRQ� IURP� FDSLWDOLVP� WR
FRPPXQLVP�� LQ� WKH� IRUP� RI� WKH� �GLFWDWRUVKLSߝ RI� WKH� SUROHWDULDWߞ�
1HYHUWKHOHVV��WKHUH�LV�SURIRXQG�GLVDJUHHPHQW�DERXW�WKH�H[DFW�UROH�WKH�VWDWH
VKRXOG�SOD\��DQG�WKHUHIRUH�DERXW�WKH�SURSHU�EDODQFH�EHWZHHQ�WKH�VWDWH�DQG
FLYLO�VRFLHW\��$PRQJ�WKH�GLIIHUHQW�VWDWH�IRUPV�WKDW�KDYH�GHYHORSHG�DUH�WKH
IROORZLQJ�

PLQLPDO�VWDWHV
GHYHORSPHQWDO�VWDWHV
VRFLDO�GHPRFUDWLF�VWDWHV
FROOHFWLYL]HG�VWDWHV
WRWDOLWDULDQ�VWDWHV
UHOLJLRXV�VWDWHV�

0LQLPDO�VWDWHV
7KH�PLQLPDO�VWDWH�LV�WKH�LGHDO�RI�FODVVLFDO�OLEHUDOV��ZKRVH�DLP�LV�WR�HQVXUH
WKDW� LQGLYLGXDOV�HQMR\�WKH�ZLGHVW�SRVVLEOH�UHDOP�RI�IUHHGRP��7KLV�YLHZ�LV
URRWHG�LQ�VRFLDO�FRQWUDFW�WKHRU\��EXW�LW�QHYHUWKHOHVV�DGYDQFHV�DQ�HVVHQWLDOO\
�YLHZ�RI�WKH�VWDWH��)URP�WKLV�SHUVSHFWLYH��WKH�YDOXH�RI�WKH�VWDWH�LVߞQHJDWLYHߝ
WKDW� LW�KDV� WKH�FDSDFLW\� WR�FRQVWUDLQ�KXPDQ�EHKDYLRXU�DQG�WKXV�WR�SUHYHQW
LQGLYLGXDOV�HQFURDFKLQJ�RQ� WKH�ULJKWV� DQG� OLEHUWLHV�RI�RWKHUV��7KH� VWDWH� LV
PHUHO\�D�SURWHFWLYH�ERG\�� LWV�FRUH�IXQFWLRQ�EHLQJ�WR�SURYLGH�D�IUDPHZRUN
RI�SHDFH�DQG�VRFLDO�RUGHU�ZLWKLQ�ZKLFK�FLWL]HQV�FDQ�FRQGXFW�WKHLU�OLYHV�DV
WKH\� WKLQN� EHVW�� ,Q� /RFNHߞV� IDPRXV� VLPLOH�� WKH� VWDWH� DFWV� DV� D
QLJKWZDWFKPDQ�� ZKRVH� VHUYLFHV� DUH� FDOOHG� XSRQ� RQO\� ZKHQ� RUGHUO\
H[LVWHQFH� LV� WKUHDWHQHG�� 7KLV� QHYHUWKHOHVV� OHDYHV� WKH� �ߞPLQLPDOߝ RU
�ߞQLJKWZDWFKPDQߝ VWDWH� ZLWK� WKUHH� FRUH� IXQFWLRQV�� )LUVW� DQG� IRUHPRVW�� WKH
VWDWH�H[LVWV�WR�PDLQWDLQ�GRPHVWLF�RUGHU��6HFRQG��LW�HQVXUHV�WKDW�FRQWUDFWV�RU
YROXQWDU\� DJUHHPHQWV� PDGH� EHWZHHQ� SULYDWH� FLWL]HQV� DUH� HQIRUFHG�� DQG�
WKLUG�� LW� SURYLGHV� SURWHFWLRQ� DJDLQVW� H[WHUQDO� DWWDFN�� 7KH� LQVWLWXWLRQDO
DSSDUDWXV� RI� D� PLQLPDO� VWDWH� LV� WKXV� OLPLWHG� WR� D� SROLFH� IRUFH�� D� FRXUW
V\VWHP�DQG�D�PLOLWDU\�RI�VRPH�NLQG��(FRQRPLF��VRFLDO��FXOWXUDO��PRUDO�DQG
RWKHU�UHVSRQVLELOLWLHV�EHORQJ�WR�WKH�LQGLYLGXDO��DQG�DUH�WKHUHIRUH�ILUPO\�SDUW
RI�FLYLO�VRFLHW\�
5LJKWV��/HJDO�RU�PRUDO�HQWLWOHPHQWV�WR�DFW�RU�EH�WUHDWHG�LQ�D
SDUWLFXODU�ZD\��FLYLO�ULJKWV�GLIIHU�IURP�KXPDQ�ULJKWV�
7KH� FDXVH� RI� WKH� PLQLPDO� VWDWH� KDV� EHHQ� WDNHQ� XS� LQ� PRGHUQ� SROLWLFDO
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GHEDWH�E\�WKH�1HZ�5LJKW��'UDZLQJ�RQ�HDUO\�OLEHUDO�LGHDV��DQG�SDUWLFXODUO\
RQ� IUHH�PDUNHW� RU� FODVVLFDO� HFRQRPLF� WKHRULHV�� WKH� 1HZ� 5LJKW� KDV
SURFODLPHG�WKH�QHHG�WRߝ�UROO�EDFN�WKH�IURQWLHUV�RI�WKH�VWDWHߞ��,Q�WKH�ZULWLQJV
RI� 5REHUW� 1R]LFN�� WKLV� DPRXQWV� WR� D� UHVWDWHPHQW� RI� /RFNHDQ� OLEHUDOLVP
EDVHG�RQ�D�GHIHQFH�RI� LQGLYLGXDO� ULJKWV��HVSHFLDOO\�SURSHUW\�ULJKWV�� ,Q� WKH
FDVH� RI� IUHH�PDUNHW� HFRQRPLVWV� VXFK� DV� )ULHGULFK� YRQ�+D\HN� �VHH� S�� ���
DQG�0LOWRQ� )ULHGPDQ� �VHH� S�� ������ VWDWH� LQWHUYHQWLRQ� LV� VHHQ� DV� D� GHDGߝ
KDQGߞ�WKDW�UHGXFHV�FRPSHWLWLRQ��HIILFLHQF\�DQG�SURGXFWLYLW\��)URP�WKH�1HZ
5LJKW� SHUVSHFWLYH�� WKH� VWDWHߞV� HFRQRPLF� UROH� VKRXOG� EH� FRQILQHG� WR� WZR
IXQFWLRQV�� WKH� PDLQWHQDQFH� RI� D� VWDEOH� PHDQV� RI� H[FKDQJH� RU� VRXQGߝ
PRQH\ߞ��ORZ�RU�]HUR�LQIODWLRQ���DQG�WKH�SURPRWLRQ�RI�FRPSHWLWLRQ�WKURXJK
FRQWUROV�RQ�PRQRSRO\�SRZHU��SULFH�IL[LQJ�DQG�VR�RQ�

.(<�7+,1.(5�
52%(57�12=,&.���������ߙ��

6RXUFH��*HWW\�,PDJHV�0DUWKD�+ROPHV

86� DFDGHPLF� DQG� SROLWLFDO� SKLORVRSKHU�� 1R]LFNߞV� PDMRU� ZRUN�
$QDUFK\��6WDWH�DQG�8WRSLD� �������� KDG� D� SURIRXQG� LQIOXHQFH� RQ
1HZ� 5LJKW� WKHRULHV� DQG� EHOLHIV�� +H� GHYHORSHG� D� IRUP� RI
OLEHUWDULDQLVP�WKDW�ZDV�FORVH�WR�/RFNHߞV�DQG�FOHDUO\�LQIOXHQFHG�E\
QLQHWHHQWK�FHQWXU\�86�LQGLYLGXDOLVWV�VXFK�DV�6SRRQHU��ߙ�������
DQG�7XFNHU� ��ߙ����������+H�DUJXHG� WKDW� SURSHUW\� ULJKWV� VKRXOG
EH�VWULFWO\�XSKHOG��SURYLGHG�WKDW�ZHDOWK�KDV�EHHQ�MXVWO\�DFTXLUHG�LQ
WKH�ILUVW�SODFH��RU�KDV�EHHQ�MXVWO\�WUDQVIHUUHG�IURP�RQH�SHUVRQ�WR
DQRWKHU��7KLV�SRVLWLRQ�PHDQV�VXSSRUW�IRU�PLQLPDO�JRYHUQPHQW�DQG
PLQLPDO� WD[DWLRQ�� DQG� XQGHUPLQHV� WKH� FDVH� IRU� ZHOIDUH� DQG
UHGLVWULEXWLRQ�� 1R]LFNߞV� ULJKWV�EDVHG� WKHRU\� RI� MXVWLFH� ZDV
GHYHORSHG�LQ�UHVSRQVH�WR�WKH�LGHDV�RI�-RKQ�5DZOV��VHH�S�������,Q
ODWHU�OLIH��1R]LFN�PRGLILHG�KLV�H[WUHPH�OLEHUWDULDQLVP�

'HYHORSPHQWDO�VWDWHV
7KH� EHVW� KLVWRULFDO� H[DPSOHV� RI� PLQLPDO� VWDWHV� ZHUH� WKRVH� LQ� FRXQWULHV
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VXFK�DV�WKH�8.�DQG�WKH�86$�GXULQJ�WKH�SHULRG�RI�HDUO\�LQGXVWULDOL]DWLRQ�LQ
WKH� QLQHWHHQWK� FHQWXU\�� $V� D� JHQHUDO� UXOH�� KRZHYHU�� WKH� ODWHU� D� FRXQWU\
LQGXVWULDOL]HV�� WKH� PRUH� H[WHQVLYH� ZLOO� EH� LWV� VWDWHߞV� HFRQRPLF� UROH�� ,Q
-DSDQ� DQG� *HUPDQ\�� IRU� LQVWDQFH�� WKH� VWDWH� DVVXPHG� D� PRUH� DFWLYH
�ߞGHYHORSPHQWDOߝ UROH� IURP� WKH� RXWVHW�� $� GHYHORSPHQWDO� VWDWH� LV� RQH� WKDW
LQWHUYHQHV� LQ� HFRQRPLF� OLIH� ZLWK� WKH� VSHFLILF� SXUSRVH� RI� SURPRWLQJ
LQGXVWULDO�JURZWK�DQG�HFRQRPLF�GHYHORSPHQW��7KLV�GRHV�QRW�DPRXQW�WR�DQ
DWWHPSW� WR� UHSODFH� WKH� PDUNHW� ZLWK� D� �ߞVRFLDOLVWߝ V\VWHP� RI� SODQQLQJ� DQG
FRQWURO� EXW�� UDWKHU�� WR� DQ� DWWHPSW� WR� FRQVWUXFW� D� SDUWQHUVKLS� EHWZHHQ� WKH
VWDWH�DQG�PDMRU�HFRQRPLF�LQWHUHVWV��RIWHQ�XQGHUSLQQHG�E\�FRQVHUYDWLYH�DQG
QDWLRQDOLVW�SULRULWLHV�
7KH�FODVVLF� H[DPSOH�RI� D�GHYHORSPHQWDO� VWDWH� LV� -DSDQ��'XULQJ� WKH�0HLML
3HULRG��ߙ�����������WKH�-DSDQHVH�VWDWH�IRUJHG�D�FORVH�UHODWLRQVKLS�ZLWK�WKH
]DLEXWVX�� WKH� JUHDW� IDPLO\�UXQ� EXVLQHVV� HPSLUHV� WKDW� GRPLQDWHG� WKH
-DSDQHVH�HFRQRP\�XS�XQWLO�:RUOG�:DU�,,��6LQFH�������WKH�GHYHORSPHQWDO
UROH�RI� WKH� -DSDQHVH� VWDWH�KDV�EHHQ�DVVXPHG�E\� WKH� -DSDQHVH�0LQLVWU\�RI
,QWHUQDWLRQDO�7UDGH�DQG�,QGXVWU\��0,7,���ZKLFK��WRJHWKHU�ZLWK�WKH�%DQN�RI
-DSDQ��KHOSV�WR�VKDSH�SULYDWH� LQYHVWPHQW�GHFLVLRQV�DQG�VWHHU� WKH�-DSDQHVH
HFRQRP\� WRZDUGV� LQWHUQDWLRQDO� FRPSHWLWLYHQHVV� �VHH� S�� ������ $� VLPLODU
PRGHO� RI� GHYHORSPHQWDO� LQWHUYHQWLRQ� KDV� H[LVWHG� LQ� )UDQFH�� ZKHUH
JRYHUQPHQWV�RI�ERWK� OHIW�DQG�ULJKW�KDYH� WHQGHG�WR�UHFRJQL]H� WKH�QHHG�IRU
HFRQRPLF� SODQQLQJ�� DQG� WKH� VWDWH� EXUHDXFUDF\� KDV� VHHQ� LWVHOI� DV� WKH
FXVWRGLDQ�RI�WKH�QDWLRQDO�LQWHUHVW��,Q�FRXQWULHV�VXFK�DV�$XVWULD�DQG��WR�VRPH
H[WHQW�� *HUPDQ\�� HFRQRPLF� GHYHORSPHQW� KDV� EHHQ� DFKLHYHG� WKURXJK� WKH
FRQVWUXFWLRQ�RI�Dߝ�SDUWQHUVKLS�VWDWHߞ��LQ�ZKLFK�DQ�HPSKDVLV�LV�SODFHG�RQ�WKH
PDLQWHQDQFH�RI�D�FORVH�UHODWLRQVKLS�EHWZHHQ�WKH�VWDWH�DQG�PDMRU�HFRQRPLF
LQWHUHVWV�� QRWDEO\� ELJ� EXVLQHVV� DQG� RUJDQL]HG� ODERXU�� 0RUH� UHFHQWO\�
HFRQRPLF�JOREDOL]DWLRQ� KDV� IRVWHUHG� WKH� HPHUJHQFH� RI� �FRPSHWLWLRQߝ VWDWHVߞ�
H[DPSOHV� RI� ZKLFK� DUH� IRXQG� DPRQJVW� WKH� WLJHU� HFRQRPLHV� RI� (DVW� $VLD�
&RPSHWLWLRQ� VWDWHV� DUH� GLVWLQJXLVKHG� E\� WKHLU� UHFRJQLWLRQ� RI� WKH� QHHG� WR
VWUHQJWKHQ�HGXFDWLRQ�DQG� WUDLQLQJ�DV� WKH�SULQFLSDO�JXDUDQWHH�RI�HFRQRPLF
VXFFHVV�LQ�D�FRQWH[W�RI�LQWHQVLI\LQJ�WUDQVQDWLRQDO�FRPSHWLWLRQ�
(FRQRPLF�JOREDOL]DWLRQ��7KH�LQFRUSRUDWLRQ�RI�QDWLRQDO�HFRQRPLHV
LQWR�D�VLQJOHߝ�ERUGHUOHVVߞ�JOREDO�HFRQRP\��WKURXJK�WUDQVQDWLRQDO
SURGXFWLRQ�DQG�FDSLWDO�IORZV�
&RPSHWLWLRQ�VWDWH��$�VWDWH�ZKLFK�SXUVXHV�VWUDWHJLHV�WR�HQVXUH
ORQJ�WHUP�FRPSHWLWLYHQHVV�LQ�D�JOREDOL]HG�HFRQRP\�
7LJHU�HFRQRPLHV��)DVW�JURZLQJ�DQG�H[SRUW�RULHQWDWHG�HFRQRPLHV
PRGHOOHG�RQ�-DSDQ��IRU�H[DPSOH��6RXWK�.RUHD��7DLZDQ�DQG
6LQJDSRUH�
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6RFLDO�GHPRFUDWLF�VWDWHV
:KHUHDV� GHYHORSPHQWDO� VWDWHV� SUDFWLVH� LQWHUYHQWLRQLVP� LQ� RUGHU� WR
VWLPXODWH� HFRQRPLF� SURJUHVV�� VRFLDO�GHPRFUDWLF� VWDWHV� LQWHUYHQH� ZLWK� D
YLHZ�WR�EULQJLQJ�DERXW�EURDGHU�VRFLDO�UHVWUXFWXULQJ��XVXDOO\�LQ�DFFRUGDQFH
ZLWK�SULQFLSOHV�VXFK�DV�IDLUQHVV��HTXDOLW\��VHH�S��������DQG�VRFLDO�MXVWLFH��,Q
FRXQWULHV�VXFK�DV�$XVWULD�DQG�6ZHGHQ��VWDWH�LQWHUYHQWLRQ�KDV�EHHQ�JXLGHG
E\� ERWK� GHYHORSPHQWDO� DQG� VRFLDO�GHPRFUDWLF� SULRULWLHV�� 1HYHUWKHOHVV�
GHYHORSPHQWDOLVP�DQG�VRFLDO�GHPRFUDF\�GR�QRW�DOZD\V�JR�KDQG� LQ�KDQG�
$V�0DUTXDQG��������SRLQWHG�RXW��DOWKRXJK�WKH�8.�VWDWH�ZDV�VLJQLILFDQWO\
H[WHQGHG� LQ� WKH� SHULRG� LPPHGLDWHO\� DIWHU� :RUOG� :DU� ,,� DORQJ� VRFLDO�
GHPRFUDWLF�OLQHV��LW�IDLOHG�WR�HYROYH�LQWR�D�GHYHORSPHQWDO�VWDWH��7KH�NH\�WR
XQGHUVWDQGLQJ� WKH� VRFLDO�GHPRFUDWLF� VWDWH� LV� WKDW� WKHUH� LV� D� VKLIW� IURP� D
��YLHZ�RIߞQHJDWLYHߝ WKH�VWDWH��ZKLFK�VHHV� LW�DV� OLWWOH�PRUH� WKDQ�D�QHFHVVDU\
HYLO�� WR� D� �ߞSRVLWLYHߝ YLHZ� RI� WKH� VWDWH�� LQ�ZKLFK� LW� LV� VHHQ� DV� D�PHDQV� RI
HQODUJLQJ�OLEHUW\�DQG�SURPRWLQJ�MXVWLFH��7KH�VRFLDO�GHPRFUDWLF�VWDWH�LV�WKXV
WKH�LGHDO�RI�ERWK�PRGHUQ�OLEHUDOV�DQG�GHPRFUDWLF�VRFLDOLVWV�
6RFLDO�MXVWLFH��$�PRUDOO\�MXVWLILDEOH�GLVWULEXWLRQ�RI�PDWHULDO�UHZDUGV�
VRFLDO�MXVWLFH�LV�RIWHQ�VHHQ�WR�LPSO\�D�ELDV�LQ�IDYRXU�RI�HTXDOLW\�
5DWKHU� WKDQ�PHUHO\� OD\LQJ� GRZQ� WKH� FRQGLWLRQV� RI� RUGHUO\� H[LVWHQFH�� WKH
VRFLDO�GHPRFUDWLF� VWDWH� LV� DQ� DFWLYH� SDUWLFLSDQW�� LQ� SDUWLFXODU�� KHOSLQJ� WR
UHFWLI\� WKH� LPEDODQFHV� DQG� LQMXVWLFHV� RI� D�PDUNHW� HFRQRP\�� ,W�� WKHUHIRUH�
WHQGV� WR�IRFXV� OHVV�XSRQ�WKH�JHQHUDWLRQ�RI�ZHDOWK�DQG�PRUH�XSRQ�ZKDW� LV
VHHQ�DV� WKH�HTXLWDEOH�RU� MXVW�GLVWULEXWLRQ�RI�ZHDOWK�� ,Q�SUDFWLFH�� WKLV�ERLOV
GRZQ�WR�DQ�DWWHPSW�WR�HUDGLFDWH�SRYHUW\�DQG�UHGXFH�VRFLDO�LQHTXDOLW\��7KH
WZLQ�IHDWXUHV�RI�D�VRFLDO�GHPRFUDWLF�VWDWH�DUH�WKHUHIRUH�.H\QHVLDQLVP�DQG
VRFLDO�ZHOIDUH��7KH�DLP�RI�.H\QHVLDQ�HFRQRPLF�SROLFLHV�LV�WRߝ�PDQDJHߞ�RU
�FDSLWDOLVP�ZLWK�D�YLHZ�WR�SURPRWLQJ�JURZWK�DQG�PDLQWDLQLQJ�IXOOߞUHJXODWHߝ
HPSOR\PHQW��$OWKRXJK�WKLV�PD\�HQWDLO�DQ�HOHPHQW�RI�SODQQLQJ��WKH�FODVVLF
.H\QHVLDQ� VWUDWHJ\� LQYROYHV� �ߞGHPDQG�PDQDJHPHQWߝ WKURXJK� DGMXVWPHQWV
LQ�ILVFDO�SROLF\��WKDW�LV��LQ�WKH�OHYHOV�RI�SXEOLF�VSHQGLQJ�DQG�WD[DWLRQ��7KH
DGRSWLRQ�RI�ZHOIDUH�SROLFLHV�KDV�OHG�WR�WKH�HPHUJHQFH�RI�VR�FDOOHGߝ�ZHOIDUH
VWDWHVߞ�� ZKRVH� UHVSRQVLELOLWLHV� KDYH� H[WHQGHG� WR� WKH� SURPRWLRQ� RI� VRFLDO
ZHOO�EHLQJ�DPRQJVW�WKHLU�FLWL]HQV��,Q�WKLV�VHQVH��WKH�VRFLDO�GHPRFUDWLF�VWDWH
LV� DQ� �HQDEOLQJߝ VWDWHߞ�� GHGLFDWHG� WR� WKH� SULQFLSOH� RI� LQGLYLGXDO
HPSRZHUPHQW�
:HOIDUH�VWDWH��$�VWDWH�WKDW�WDNHV�SULPDU\�UHVSRQVLELOLW\�IRU�WKH
VRFLDO�ZHOIDUH�RI�LWV�FLWL]HQV��GLVFKDUJHG�WKURXJK�D�UDQJH�RI�VRFLDO
VHFXULW\��KHDOWK��HGXFDWLRQ�DQG�RWKHU�VHUYLFHV��DOEHLW�GLIIHUHQW�LQ
GLIIHUHQW�VRFLHWLHV��
'(%$7,1*������
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,6�7+(�67$7(�$�)25&(�)25�*22'"
3ROLWLFDO� DQG� LGHRORJLFDO� GHEDWH� VR� RIWHQ� UHYROYHV� DURXQG� WKH
LVVXH�RI�WKH�VWDWH�DQG�� LQ�SDUWLFXODU�� WKH�SURSHU�EDODQFH�EHWZHHQ
WKH�VWDWH�DQG�FLYLO�VRFLHW\��$W�RQH�H[WUHPH��DQDUFKLVWV�FODLP�WKDW
VWDWHV� DQG�� IRU� WKDW� PDWWHU�� DOO� V\VWHPV� RI� UXOH� DUH� LOOHJLWLPDWH�
2WKHU�YLHZV�UDQJH�IURP�D�JUXGJLQJ�DFFHSWDQFH�RI�WKH�VWDWH�DV�D
QHFHVVDU\�HYLO� WR�D�SRVLWLYH�HQGRUVHPHQW�RI� WKH�VWDWH�DV�D� IRUFH
IRU� JRRG��'RHV� WKH� VWDWH� KDYH� D� SRVLWLYH� RU� QHJDWLYH� LPSDFW� RQ
RXU�OLYHV"�6KRXOG�LW�EH�FHOHEUDWHG�RU�IHDUHG"
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.H\�WR�FLYLOL]HG�H[LVWHQFH��7KH
PRVW� EDVLF� DUJXPHQW� LQ� IDYRXU
RI� WKH� VWDWH� LV� WKDW� LW� LV� D� YLWDO
JXDUDQWHH� RI� RUGHU� DQG� VRFLDO
VWDELOLW\�� $� VWDWH� LV� DEVROXWHO\
QHFHVVDU\� EHFDXVH� RQO\� D
VRYHUHLJQ� ERG\� WKDW� HQMR\V� D
PRQRSRO\� RI� WKH� PHDQV� RI
FRHUFLRQ� LV� DEOH� WR� SUHYHQW
�UHJUHWWDEOH�� EXW� LQHYLWDEOH�
FRQIOLFW� DQG� FRPSHWLWLRQ� IURP
VSLOOLQJ�RYHU� LQWR�EDUEDULVP�DQG
FKDRV��/LIH� LQ� WKH�DEVHQFH�RI� D
VWDWH� ZRXOG� EH�� DV� +REEHV
IDPRXVO\� SXW� LW�� ��\VROLWDUߝ SRRU�
QDVW\��EUXWLVK�DQG�VKRUW��7ߞKLV� LV
D� OHVVRQ� WKDW� LV� XQGHUOLQHG� E\
WKH�VDG�PLVIRUWXQHV�VXIIHUHG�E\
VR�FDOOHG� �ߞIDLOHGߝ VWDWHV� �VHH� S�
����� ZKHUH� FLYLO� ZDU� DQG
ZDUORUGLVP� WDNH� KROG� LQ� WKH
DEVHQFH�RI�D�FUHGLEOH�V\VWHP�RI
ODZ�DQG�RUGHU�

)RXQGDWLRQ�RI�SXEOLF� OLIH��7KH
VWDWH� GLIIHUV� IURP� RWKHU� ERGLHV
DQG� LQVWLWXWLRQV� LQ� WKDW� LW� LV� WKH
RQO\� RQH� WKDW� UHSUHVHQWV� WKH
FRPPRQ� RU� FROOHFWLYH� LQWHUHVWV�

&DXVH� RI� GLVRUGHU�� $V
DQDUFKLVWV� DUJXH�� WKH� VWDWH� LV
WKH� FDXVH� RI� WKH� SUREOHP� RI
RUGHU��QRW�LWV�VROXWLRQ��7KH�VWDWH
EUHHGV� FRQIOLFW� DQG� XQUHVW
EHFDXVH�� E\� UREELQJ� SHRSOH� RI
WKHLU� PRUDO� DXWRQRP\� DQG
IRUFLQJ� WKHP� WR�REH\� UXOHV� WKH\
KDYH� QRW� PDGH� WKHPVHOYHV�� LW
�ߞLQIDQWDOL]HVߝ WKHP� DQG� EORFNV
WKHLU� PRUDO� GHYHORSPHQW�� 7KLV
OHDYHV� WKHP�XQGHU� WKH� VZD\� RI
EDVH� LQVWLQFWV� DQG� DOORZV
VHOILVKQHVV�� JUHHG� DQG
DJJUHVVLRQ� WR�VSUHDG��$V�PRUDO
GHYHORSPHQW� IORXULVKHV� LQ
FRQGLWLRQV� RI� IUHHGRP� DQG
HTXDOLW\�� UHGXFLQJ� WKH� DXWKRULW\
RI� WKH� VWDWH� RU�� SUHIHUDEO\�
UHPRYLQJ�LW�DOWRJHWKHU��ZLOO�DOORZ
RUGHU� WR� DULVH� �IURPߝ EHORZߞ�
QDWXUDOO\�DQG�VSRQWDQHRXVO\�

(QHP\� RI� IUHHGRP�� 7KH� VWDWH
LV�� DW� EHVW�� D� QHFHVVDU\� HYLO�
(YHQ�ZKHQ�LWV�EHQHILWV� LQ�WHUPV
RI� XSKROGLQJ� RUGHU� DUH
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UDWKHU� WKDQ� WKH� VHOILVK� RU
SDUWLFXODU� RQHV�� 7KH� VWDWH
VSHDNV�IRU�WKH�ZKROH�RI�VRFLHW\�
QRW� MXVW� LWV� SDUWV�� $V� VXFK�� WKH
VWDWH� PDNHV� SRVVLEOH� D� ߞSXEOLFߝ
UHDOP�RI�H[LVWHQFH��ZKLFK�DOORZV
SHRSOH� WR� EH� LQYROYHG� LQ
VRPHWKLQJ� ODUJHU� WKDQ
WKHPVHOYHV�� GLVFKDUJLQJ
UHVSRQVLELOLWLHV� WRZDUGV� IHOORZ
FLWL]HQV�DQG��ZKHUH�DSSURSULDWH�
SDUWLFLSDWLQJ�LQ�PDNLQJ�FROOHFWLYH
GHFLVLRQV�� ,Q� D� WUDGLWLRQ� WKDW
GDWHV� EDFN� WR� $ULVWRWOH� DQG
+HJHO�� WKH� VWDWH� FDQ� WKHUHIRUH
EH� VHHQ� WR� EH�PRUDOO\� VXSHULRU
WR�FLYLO�VRFLHW\�

$JHQW� RI� VRFLDO� MXVWLFH�� 7KH
VWDWH� LV� D� NH\� DJHQW� RI
PRGHUQL]DWLRQ� DQG� GHOLYHUV� D
UDQJH� RI� HFRQRPLF� DQG� VRFLDO
EHQHILWV�� (YHQ� VXSSRUWHUV� RI
IUHH�PDUNHW� HFRQRPLFV
DFNQRZOHGJH� WKLV� LQ� DFFHSWLQJ
WKDW� WKH� HFRQRP\� FDQ� RQO\
IXQFWLRQ� LQ� D� FRQWH[W� RI� FLYLF
RUGHU� WKDW� FDQ� RQO\� EH
HVWDEOLVKHG� E\� WKH� VWDWH�
%H\RQG� WKLV�� WKH� VWDWH� FDQ
FRXQWHU� WKH� LQKHUHQW� LQVWDELOLW\
RI� D� PDUNHW� HFRQRP\� E\
LQWHUYHQLQJ� WR� HQVXUH
VXVWDLQDEOH� JURZWK� DQG� IXOO
HPSOR\PHQW�� DQG� LW� FDQ� SURWHFW
SHRSOH� IURP� SRYHUW\� DQG� RWKHU
IRUPV�RI�VRFLDO�GLVDGYDQWDJH�E\
GHOLYHULQJ� SXEOLFO\� IXQGHG
ZHOIDUH�VHUYLFHV�WKDW�QR�DPRXQW
RI�SULYDWH�SKLODQWKURS\�FDQ� ULYDO

DFFHSWHG�� WKH� VWDWH� VKRXOG� EH
FRQILQHG� WR� D� VWULFWO\� PLQLPDO
UROH�� 7KLV� LV� EHFDXVH�� DV� VWDWH
DXWKRULW\� LV� VRYHUHLJQ�
FRPSXOVRU\� DQG� FRHUFLYH�� WKH
��VSKHUHߞSXEOLFߝ LV��E\� LWV�QDWXUH�
D� UHDOP� RI� RSSUHVVLRQ�� :KLOH
DQDUFKLVWV� WKHUHIRUH� DUJXH� WKDW
DOO�VWDWHV�DUH�LOOHJLWLPDWH��RWKHUV
VXJJHVW� WKDW� WKLV� RQO\� DSSOLHV
ZKHQ�WKH�VWDWH�JRHV�EH\RQG� LWV
HVVHQWLDO�UROH�RI�OD\LQJ�GRZQ�WKH
FRQGLWLRQV�IRU�RUGHUO\�H[LVWHQFH�
)UHHGRP� LV� HQODUJHG� WR� WKH
H[WHQW� WKDW� WKH� �ߞSXEOLFߝ VSKHUH
FRQWUDFWV�� FLYLO� VRFLHW\� EHLQJ
PRUDOO\�VXSHULRU�WR�WKH�VWDWH�

5HFLSH� IRU� SRYHUW\�� 7KH
HFRQRP\�ZRUNV� EHVW�ZKHQ� LW� LV
OHIW� DORQH� E\� WKH� VWDWH�� 0DUNHW
HFRQRPLHV� DUH� VHOI�UHJXODWLQJ
PHFKDQLVPV��WKH\�WHQG�WRZDUGV
ORQJ�WHUP� HTXLOLEULXP�� DV� WKH
IRUFHV� RI� GHPDQG� DQG� VXSSO\
FRPH�LQWR�OLQH�ZLWK�RQH�DQRWKHU�
7KH�VWDWH��LQ�FRQWUDVW��LV�D�EUXWH
PDFKLQH��KRZHYHU�ZHOO�PHDQLQJ
VWDWH� LQWHUYHQWLRQ� LQ� HFRQRPLF
DQG� VRFLDO� OLIH� PD\� EH�� LW
LQHYLWDEO\� XSVHWV� WKH� QDWXUDO
EDODQFH� RI� WKH� PDUNHW� DQG� VR
LPSHULOV� JURZWK� DQG� SURVSHULW\�
7KLV� ZDV� D� OHVVRQ� PRVW
JUDSKLFDOO\�LOOXVWUDWHG�E\�WKH�IDWH
RI� RUWKRGR[� FRPPXQLVW
V\VWHPV�� EXW� LW� KDV� DOVR� EHHQ
XQGHUOLQHG� E\� WKH� SRRU
HFRQRPLF� SHUIRUPDQFH� RI� RYHU�
UHJXODWHG�FDSLWDOLVW�V\VWHPV�
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LQ�WHUPV�RI�UHDFK�DQG�TXDOLW\�

&ROOHFWLYL]HG�VWDWHV
:KLOH�GHYHORSPHQWDO� DQG� VRFLDO�GHPRFUDWLF� VWDWHV� LQWHUYHQH� LQ� HFRQRPLF
OLIH� ZLWK� D� YLHZ� WR� JXLGLQJ� RU� VXSSRUWLQJ� D� ODUJHO\� SULYDWH� HFRQRP\�
FROOHFWLYL]HG�VWDWHV�EULQJ�WKH�HQWLUHW\�RI�HFRQRPLF�OLIH�XQGHU�VWDWH�FRQWURO�
7KH� EHVW� H[DPSOHV� RI� VXFK� VWDWHV�ZHUH� LQ� RUWKRGR[� FRPPXQLVW� FRXQWULHV
VXFK�DV�WKH�8665�DQG�WKURXJKRXW�(DVWHUQ�(XURSH��7KHVH�VRXJKW�WR�DEROLVK
SULYDWH� HQWHUSULVH� DOWRJHWKHU�� DQG� VHW� XS� FHQWUDOO\� SODQQHG� HFRQRPLHV
DGPLQLVWHUHG� E\� D� QHWZRUN� RI� HFRQRPLF� PLQLVWULHV� DQG� SODQQLQJ
FRPPLWWHHV��6R�FDOOHGߝ�FRPPDQG�HFRQRPLHVߞ�ZHUH�� WKHUHIRUH��HVWDEOLVKHG
DQG� ZHUH� RUJDQL]HG� WKURXJK� D� V\VWHP� RI� �ߞGLUHFWLYHߝ SODQQLQJ� WKDW� ZDV
XOWLPDWHO\� FRQWUROOHG� E\� WKH� KLJKHVW� RUJDQV� RI� WKH� FRPPXQLVW� SDUW\��7KH
MXVWLILFDWLRQ� IRU� VWDWH� FROOHFWLYL]DWLRQ� VWHPV� IURP� D� IXQGDPHQWDO� VRFLDOLVW
SUHIHUHQFH�IRU�FRPPRQ�RZQHUVKLS�RYHU�SULYDWH�SURSHUW\��+RZHYHU��WKH�XVH
RI� WKH� VWDWH� WR� DWWDLQ� WKLV� JRDO� VXJJHVWV� D�PRUH� SRVLWLYH� DWWLWXGH� WR� VWDWH
SRZHU� WKDQ� WKDW� RXWOLQHG� LQ� WKH� FODVVLFDO� ZULWLQJV� RI� 0DU[� DQG� (QJHOV
�ߙ��������
&ROOHFWLYL]DWLRQ��7KH�DEROLWLRQ�RI�SULYDWH�SURSHUW\�LQ�IDYRXU�RI�D
V\VWHP�RI�FRPPRQ�RU�SXEOLF�RZQHUVKLS�

&21&(37�
6WDWLVP
6WDWLVP� �RU�� LQ� )UHQFK�� ©WDWLVPH�� LV� WKH� EHOLHI� WKDW� VWDWH
LQWHUYHQWLRQ� LV� WKH�PRVW� DSSURSULDWH�PHDQV� RI� UHVROYLQJ� SROLWLFDO
SUREOHPV�� RU� EULQJLQJ� DERXW� HFRQRPLF� DQG� VRFLDO� GHYHORSPHQW�
7KLV�YLHZ�LV�XQGHUSLQQHG�E\�D�GHHS��DQG�SHUKDSV�XQTXHVWLRQLQJ�
IDLWK�LQ�WKH�VWDWH�DV�D�PHFKDQLVP�WKURXJK�ZKLFK�FROOHFWLYH�DFWLRQ
FDQ�EH�RUJDQL]HG�DQG�FRPPRQ�JRDOV�FDQ�EH�DFKLHYHG��7KH�VWDWH
LV�WKXV�VHHQ�DV�DQ�HWKLFDO�LGHDO��+HJHO���RU�DV�VHUYLQJ�WKHߝ�JHQHUDO
ZLOOߞ� RU� SXEOLF� LQWHUHVW�� 6WDWLVP� LV� PRVW� FOHDUO\� UHIOHFWHG� LQ
JRYHUQPHQW� SROLFLHV� WKDW� UHJXODWH� DQG� FRQWURO� HFRQRPLF� OLIH�
SRVVLEO\�H[WHQGLQJ�WR�6RYLHW�VW\OH�VWDWH�FROOHFWLYL]DWLRQ�

0DU[� DQG� (QJHOV� E\� QR� PHDQV� UXOHG� RXW� QDWLRQDOL]DWLRQ�� (QJHOV�� LQ
SDUWLFXODU��UHFRJQL]HG�WKDW��GXULQJ�WKHߝ�GLFWDWRUVKLS�RI�WKH�SUROHWDULDWߞ��VWDWH
FRQWURO�ZRXOG�EH�H[WHQGHG� WR� LQFOXGH� IDFWRULHV�� WKH�EDQNV�� WUDQVSRUWDWLRQ�
DQG�VR�RQ��1HYHUWKHOHVV��WKH\�HQYLVDJHG�WKDW�WKH�SUROHWDULDQ�VWDWH�ZRXOG�EH
VWULFWO\� WHPSRUDU\�� DQG� WKDW� LW�ZRXOG� �ZLWKHUߝ DZD\ߞ� DV� FODVV� DQWDJRQLVPV
DEDWHG��,Q�FRQWUDVW��WKH�FROOHFWLYL]HG�VWDWH�LQ�WKH�8665�EHFDPH�SHUPDQHQW�
DQG� LQFUHDVLQJO\� SRZHUIXO� DQG� EXUHDXFUDWLF��8QGHU� 6WDOLQ�� VRFLDOLVP�ZDV
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HIIHFWLYHO\�HTXDWHG�ZLWK�VWDWLVP��WKH�DGYDQFH�RI�VRFLDOLVP�EHLQJ�UHIOHFWHG
LQ�WKH�ZLGHQLQJ�UHVSRQVLELOLWLHV�DQG�SRZHUV�RI�WKH�VWDWH�DSSDUDWXV��,QGHHG�
DIWHU�.KUXVKFKHY�DQQRXQFHG�LQ������WKDW�WKH�GLFWDWRUVKLS�RI�WKH�SUROHWDULDW
KDG� HQGHG�� WKH� VWDWH� ZDV� IRUPDOO\� LGHQWLILHG� ZLWK� WKH� LQWHUHVWV� RI� WKHߝ
ZKROH�6RYLHW�SHRSOHVߞ�
7RWDOLWDULDQ�VWDWHV
7KH� PRVW� H[WUHPH� DQG� H[WHQVLYH� IRUP� RI� LQWHUYHQWLRQLVP� LV� IRXQG� LQ
WRWDOLWDULDQ�VWDWHV��7KH�HVVHQFH�RI� WRWDOLWDULDQLVP� LV� WKH�FRQVWUXFWLRQ�RI�DQ
DOO�HPEUDFLQJ� VWDWH�� WKH� LQIOXHQFH� RI� ZKLFK� SHQHWUDWHV� HYHU\� DVSHFW� RI
KXPDQ� H[LVWHQFH�� 7KH� VWDWH� EULQJV� QRW� RQO\� WKH� HFRQRP\�� EXW� DOVR
HGXFDWLRQ�� FXOWXUH�� UHOLJLRQ�� IDPLO\� OLIH�� DQG� VR� RQ� XQGHU� GLUHFW� VWDWH
FRQWURO�� 7KH� FODVVLF� H[DPSOHV� RI� WRWDOLWDULDQ� VWDWHV� DUH�+LWOHUߞV� *HUPDQ\
DQG�6WDOLQߞV�8665�� DOWKRXJK�PRGHUQ� UHJLPHV� VXFK� DV�1RUWK�.RUHD� KDYH
VLPLODU� FKDUDFWHULVWLFV�� 7KH� FHQWUDO� SLOODUV� RI� VXFK� UHJLPHV� DUH� D
FRPSUHKHQVLYH� SURFHVV� RI� VXUYHLOODQFH� DQG� WHUURULVWLF� SROLFLQJ�� DQG� D
SHUYDVLYH� V\VWHP� RI� LGHRORJLFDO�PDQLSXODWLRQ� DQG� FRQWURO�� ,Q� WKLV� VHQVH�
WRWDOLWDULDQ� VWDWHV� HIIHFWLYHO\� H[WLQJXLVK� FLYLO� VRFLHW\� DQG� DEROLVK� WKH
�ߞSULYDWHߝ VSKHUH� RI� OLIH� DOWRJHWKHU�� 7KLV� LV� D� JRDO� WKDW� RQO\� IDVFLVWV�� ZKR
ZLVK� WR�GLVVROYH� LQGLYLGXDO� LGHQWLW\�ZLWKLQ� WKH�VRFLDO�ZKROH��DUH�SUHSDUHG
RSHQO\� WR� HQGRUVH�� ,W� LV� VRPHWLPHV� DUJXHG� WKDW� 0XVVROLQLߞV� QRWLRQ� RI� D
WRWDOLWDULDQ�VWDWH�ZDV�GHULYHG�IURP�+HJHOߞV�EHOLHI�LQ�WKH�VWDWH�DV�DQߝ�HWKLFDO
FRPPXQLW\ߞ�UHIOHFWLQJ�WKH�DOWUXLVP�DQG�PXWXDO�V\PSDWK\�RI�LWV�PHPEHUV�
)URP� WKLV� SHUVSHFWLYH�� WKH� DGYDQFH� RI� KXPDQ� FLYLOL]DWLRQ� FDQ� FOHDUO\� EH
OLQNHG� WR� WKH� DJJUDQGLVHPHQW� RI� WKH� VWDWH� DQG� WKH� ZLGHQLQJ� RI� LWV
UHVSRQVLELOLWLHV�
7RWDOLWDULDQLVP��$Q�DOO�HQFRPSDVVLQJ�V\VWHP�RI�SROLWLFDO�UXOH�
LQYROYLQJ�SHUYDVLYH�LGHRORJLFDO�PDQLSXODWLRQ�DQG�RSHQ�EUXWDOLW\��VHH
S�������
5HOLJLRXV�VWDWHV
2Q�WKH�IDFH�RI�LW��D�UHOLJLRXV�VWDWH�LV�D�FRQWUDGLFWLRQ�LQ�WHUPV��7KH�PRGHUQ
VWDWH�HPHUJHG�ODUJHO\�WKURXJK�WKH�WULXPSK�RI�FLYLO�DXWKRULW\�RYHU�UHOLJLRXV
DXWKRULW\�� UHOLJLRQ� LQFUHDVLQJO\� EHLQJ� FRQILQHG� WR� WKH� SULYDWH� VSKHUH�
WKURXJK� D� VHSDUDWLRQ� EHWZHHQ� FKXUFK� DQG� VWDWH�� 7KH� DGYDQFH� RI� VWDWH
VRYHUHLJQW\� WKXV� XVXDOO\� ZHQW� KDQG� LQ� KDQG� ZLWK� WKH� IRUZDUG� PDUFK� RI
VHFXODUL]DWLRQ��,Q�WKH�86$��WKH�VHFXODU�QDWXUH�RI�WKH�VWDWH�ZDV�HQVKULQHG�LQ
WKH�)LUVW�$PHQGPHQW�RI�WKH�FRQVWLWXWLRQ��ZKLFK�JXDUDQWHHV�WKDW�IUHHGRP�RI
ZRUVKLS� VKDOO� QRW� EH� DEULGJHG��ZKLOH� LQ� )UDQFH� WKH� VHSDUDWLRQ� RI� FKXUFK
DQG�VWDWH�KDV�EHHQ�PDLQWDLQHG�WKURXJK�D�VWULFW�HPSKDVLV�RQ�WKH�SULQFLSOH�RI
OD¯FLW©��,Q�FRXQWULHV�VXFK�DV�1RUZD\��'HQPDUN�DQG�WKH�8.ߝ��HVWDEOLVKHGߞ�RU
VWDWH�UHOLJLRQV�KDYH�GHYHORSHG��DOWKRXJK�WKH�SULYLOHJHV�WKHVH�UHOLJLRQV�HQMR\
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VWRS�ZHOO�VKRUW�RI�WKHRFUDWLF�UXOH��DQG�WKHLU�SROLWLFDO�LQIOXHQFH�KDV�JHQHUDOO\
EHHQ�UHVWULFWHG�E\�D�KLJK�OHYHO�RI�VRFLDO�VHFXODUL]DWLRQ�
/D¯FLW©���)UHQFK��7KH�SULQFLSOH�RI�WKH�DEVHQFH�RI�UHOLJLRXV
LQYROYHPHQW�LQ�JRYHUQPHQW�DIIDLUV��DQG�RI�JRYHUQPHQW�LQYROYHPHQW
LQ�UHOLJLRXV�DIIDLUV�
6WDWH�UHOLJLRQ��$�UHOLJLRXV�ERG\�WKDW�LV�RIILFLDOO\�HQGRUVHG�E\�WKH
VWDWH��JLYLQJ�LW�VSHFLDO�SULYLOHJHV��EXW��XVXDOO\��QRW�IRUPDO�SROLWLFDO
DXWKRULW\�

6RXUFH��*HWW\�,PDJHV�+XOWRQ�'HXWVFK
7KH�PRVW�ZHOO�NQRZQ�H[DPSOH�RI�D�WRWDOLWDULDQ�VWDWH�ZDV�1D]L
*HUPDQ\������OHG�E\�$GROI�+LWOHU��SLFWXUHG�KHUH���ߙ��
DGGUHVVLQJ�D�UDOO\�LQ�WKH�����V�
1HYHUWKHOHVV�� WKH� SHULRG� VLQFH� WKH� ����V� KDV� ZLWQHVVHG� WKH� ULVH� RI� WKH
UHOLJLRXV� VWDWH�� GULYHQ� E\� WKH� WHQGHQF\� ZLWKLQ� UHOLJLRXV� IXQGDPHQWDOLVP
�VHH�S������ WR� UHMHFW� WKH�SXEOLF�SULYDWH�GLYLGH� DQG� WR�YLHZ� UHOLJLRQ� DV� WKH
EDVLV� RI� SROLWLFV�� )DU� IURP� UHJDUGLQJ� WKH� SROLWLFDO� UHDOP� DV� LQKHUHQWO\
FRUUXSW��IXQGDPHQWDOLVW�PRYHPHQWV�KDYH�W\SLFDOO\�ORRNHG�WR�VHL]H�FRQWURO
RI� WKH� VWDWH� DQG� WR� XVH� LW� DV� DQ� LQVWUXPHQW� RI� PRUDO� DQG� VSLULWXDO
UHJHQHUDWLRQ�� 7KLV� ZDV� HYLGHQW�� IRU� LQVWDQFH�� LQ� WKH� SURFHVV� RI
����LQWURGXFHG�LQ�3DNLVWDQ�XQGHU�*HQHUDO�=LD�XO�+DT�DIWHUߞVODPL]DWLRQ,ߝ���
WKH� HVWDEOLVKPHQW� RI� DQ� �VODPLF,ߝ VWDWHߞ� LQ� ,UDQ� DV� D� UHVXOW� RI� WKH� ����
UHYROXWLRQ�� DQG�� GHVSLWH� LWV� IRUPDO� FRPPLWPHQW� WR� VHFXODULVP�� WKH� FORVH
OLQNV� EHWZHHQ� WKH� 6UL� /DQNDQ� VWDWH� DQG� 6LQKDOD� %XGGKLVP�� SDUWLFXODUO\
GXULQJ� WKH� \HDUV� RI� YLROHQW� VWUXJJOH� DJDLQVW� 7DPLO� VHSDUDWLVP��$OWKRXJK�
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VWULFWO\� VSHDNLQJ�� UHOLJLRXV� VWDWHV� DUH� IRXQGHG� RQ� WKH� EDVLV� RI� UHOLJLRXV
SULQFLSOHV��DQG��LQ�WKH�,UDQLDQ�PRGHO��FRQWDLQ�H[SOLFLWO\�WKHRFUDWLF�IHDWXUHV�
LQ�RWKHU�FDVHV�UHOLJLRXVO\�RULHQWDWHG�JRYHUQPHQWV�RSHUDWH�LQ�D�FRQWH[W�WKDW
UHWDLQV�D�FRPPLWPHQW�WR�FRQVWLWXWLRQDO�VHFXODULVP��7KLV�DSSOLHV�LQ�WKH�FDVH
RI�WKH�$.3�UXOH�LQ�7XUNH\�
(&/,36(�2)�7+(�67$7("
6LQFH� WKH� ODWH� ����V�� GHEDWH� DERXW� WKH� VWDWH� KDV� EHHQ� RYHUVKDGRZHG� E\
DVVHUWLRQV� DERXW� LWV� �ߞUHWUHDWߝ RU� ��ߞGHFOLQHߝ 7KH� RQFH�PLJKW\� OHYLDWKDQ� ߙ
ZLGHO\� VHHQ� WR� EH� FR�H[WHQVLYH�ZLWK� SROLWLFV� LWVHOI� �ߙ KDG� VHHPLQJO\�EHHQ
KXPEOHG�� VWDWH� DXWKRULW\� KDYLQJ� EHHQ� XQGHUPLQHG� E\� WKH� JURZLQJ
LPSRUWDQFH� RI�� DPRQJVW� RWKHU� WKLQJV�� WKH� JOREDO� HFRQRP\�� WKH� PDUNHW�
PDMRU� FRUSRUDWLRQV�� QRQ�VWDWH� DFWRUV� DQG� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� 7KH
FODPRXU� IRU� �ߞVWDWH�FHQWULFߝ DSSURDFKHV� WR� GRPHVWLF� DQG� LQWHUQDWLRQDO
SROLWLFV� WR� EH� UHWKRXJKW�� RU� DEDQGRQHG� DOWRJHWKHU�� WKHUHIRUH� JUHZ�
+RZHYHU��D�VLPSOH�FKRLFH�EHWZHHQߝ�VWDWH�FHQWULVPߞ�DQGߝ�UHWUHDW�LVPߞ�LV��DW
EHVW��PLVOHDGLQJ��)RU�LQVWDQFH��DOWKRXJK�VWDWHV�DQG�PDUNHWV�DUH�FRPPRQO\
SRUWUD\HG�DV�ULYDO�IRUFHV��WKH\�DOVR�LQWHUORFN�DQG�FRPSOHPHQW�RQH�DQRWKHU�
$SDUW� IURP� DQ\WKLQJ� HOVH�� PDUNHWV� FDQQRW� IXQFWLRQ� ZLWKRXW� D� V\VWHP� RI
SURSHUW\� ULJKWV� WKDW� RQO\� WKH� VWDWH� FDQ� HVWDEOLVK� DQG� SURWHFW�� 0RUHRYHU�
DOWKRXJK�VWDWHV�PD\�KDYH�ORVW�DXWKRULW\�LQ�FHUWDLQ�UHVSHFWV��LQ�RWKHUV��WKH\
PD\�KDYH�EHFRPH�VWURQJHU�
'HFOLQH�DQG�IDOO�RI�WKH�VWDWH
7KH�FKDOOHQJH�RI�JOREDOL]DWLRQ
7KH�ULVH�RI�JOREDOL]DWLRQ��VHH�S�������KDV�VWLPXODWHG�D�PDMRU�GHEDWH�DERXW
WKH� SRZHU� DQG� VLJQLILFDQFH� RI� WKH� VWDWH� LQ� D� JOREDOL]HG� ZRUOG�� 7KUHH
FRQWUDVWLQJ� SRVLWLRQV� FDQ� EH� LGHQWLILHG�� ,Q� WKH� ILUVW� SODFH�� VRPH� WKHRULVWV
KDYH� EROGO\� SURFODLPHG� WKH� HPHUJHQFH� RI� �SRVW�VRYHUHLJQߝ JRYHUQDQFHߞ
�6FKROWH�� ������� VXJJHVWLQJ� WKDW� WKH� ULVH� RI� JOREDOL]DWLRQ� LV� LQHYLWDEO\
PDUNHG� E\� WKH� GHFOLQH� RI� WKH� VWDWH� DV� D� PHDQLQJIXO� DFWRU�� 3RZHU� VKLIWV
DZD\� IURP� WKH� VWDWH� DQG� WRZDUGV� JOREDO� PDUNHWSODFHV� DQG� WUDQVQDWLRQDO
FRUSRUDWLRQV��71&V���VHH�S�������LQ�SDUWLFXODU��,Q�WKH�PRVW�H[WUHPH�YHUVLRQ
RI�WKLV�DUJXPHQW��DGYDQFHG�E\�VR�FDOOHGߝ�K\SHUJOREDOLVWVߞ��WKH�VWDWH�LV�VHHQ
WR�EH� VR� �ߞKROORZHG�RXWߝ DV� WR� KDYH�EHFRPH�� LQ� HIIHFW�� UHGXQGDQW��2WKHUV�
QHYHUWKHOHVV��GHQ\�WKDW�JOREDOL]DWLRQ�KDV�DOWHUHG�WKH�FRUH�IHDWXUH�RI�ZRUOG
SROLWLFV��ZKLFK� LV� WKDW�� DV� LQ�HDUOLHU�HUDV�� VRYHUHLJQ�VWDWHV�DUH� WKH�SULPDU\
GHWHUPLQDQWV� RI� ZKDW� KDSSHQV� ZLWKLQ� WKHLU� ERUGHUV�� DQG� UHPDLQ� WKH
SULQFLSDO�DFWRUV�RQ�WKH�ZRUOG�VWDJH��,Q�WKLV�YLHZ��JOREDOL]DWLRQ�DQG�WKH�VWDWH
DUH�QRW� VHSDUDWH�RU�� VWLOO� OHVV��RSSRVLQJ� IRUFHV�� UDWKHU�� DQG� WR�D� VXUSULVLQJ
GHJUHH�� JOREDOL]DWLRQ� KDV� EHHQ� FUHDWHG� E\� VWDWHV� DQG� WKXV� H[LVWV� WR� VHUYH
WKHLU�LQWHUHVWV��%HWZHHQ�WKHVH�WZR�YLHZV��KRZHYHU��WKHUH�LV�D�WKLUG�SRVLWLRQ�
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ZKLFK� DFNQRZOHGJHV� WKDW� JOREDOL]DWLRQ� KDV� EURXJKW� DERXW� TXDOLWDWLYH
FKDQJHV� LQ� WKH� UROH� DQG� VLJQLILFDQFH� RI� WKH� VWDWH�� DQG� LQ� WKH� QDWXUH� RI
VRYHUHLJQW\�� EXW� HPSKDVL]HV� WKDW� WKHVH�KDYH� WUDQVIRUPHG� WKH� VWDWH�� UDWKHU
WKDQ�VLPSO\�UHGXFHG�RU�LQFUHDVHG�LWV�SRZHU�
'HYHORSPHQWV�VXFK�DV�WKH�ULVH�RI�LQWHUQDWLRQDO�PLJUDWLRQ�DQG�WKH�VSUHDG�RI
FXOWXUDO� JOREDOL]DWLRQ� KDYH� WHQGHG� WR� PDNH� VWDWH� ERUGHUV� LQFUHDVLQJO\
�RZHYHU��PRVW�RI+��ߞSHUPHDEOHߝ WKH�GLVFXVVLRQ�DERXW� WKH� FKDQJLQJ�QDWXUH
DQG�SRZHU�RI�WKH�VWDWH�KDV�FRQFHUQHG�WKH�LPSDFW�RI�HFRQRPLF�JOREDOL]DWLRQ
�GLVFXVVHG� LQ�PRUH�GHWDLO� LQ�&KDSWHU�����7KH� FHQWUDO� IHDWXUH� RI� HFRQRPLF
JOREDOL]DWLRQ�LV�WKH�ULVH�RIߝ�VXSUDWHUULWRULDOLW\ߞ��WKH�SURFHVV�WKURXJK�ZKLFK
HFRQRPLF� DFWLYLW\� LQFUHDVLQJO\� WDNHV� SODFH� ZLWKLQ� D� �ERUGHUOHVVߝ ZRUOGߞ
�2KPDH�� �������7KLV� LV� SDUWLFXODUO\� FOHDU� LQ� UHODWLRQ� WR� ILQDQFLDO�PDUNHWV
WKDW� KDYH� EHFRPH� JHQXLQHO\� JOREDOL]HG�� LQ� WKDW� FDSLWDO� IORZV� DURXQG� WKH
ZRUOG�VHHPLQJO\�LQVWDQWDQHRXVO\��PHDQLQJ��IRU�H[DPSOH��WKDW�QR�VWDWH�FDQ
EH�LQVXODWHG�IURP�WKH�LPSDFW�RI�ILQDQFLDO�FULVHV�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG�
,I� ERUGHUV� KDYH�EHFRPH�SHUPHDEOH� DQG�ROG� JHRJUDSKLFDO� FHUWDLQWLHV� KDYH
EHHQ� VKDNHQ�� VWDWH� VRYHUHLJQW\�� DW� OHDVW� LQ� LWV� WUDGLWLRQDO� VHQVH�� FDQQRW
VXUYLYH��7KLV�LV�WKH�VHQVH�LQ�ZKLFK�JRYHUQDQFH�LQ�WKH�WZHQW\�ILUVW�FHQWXU\
KDV� DVVXPHG� D� JHQXLQHO\� SRVW�VRYHUHLJQ� FKDUDFWHU�� ,W� LV� GLIILFXOW�� LQ
SDUWLFXODU�� WR� VHH� KRZ� (FRQRPLF� VRYHUHLJQW\� FDQ� EH� UHFRQFLOHG� ZLWK� D
JOREDOL]HG� HFRQRP\�� 6RYHUHLJQ� FRQWURO� RYHU� HFRQRPLF� OLIH� ZDV� RQO\
SRVVLEOH�LQ�D�ZRUOG�RI�GLVFUHWH�QDWLRQDO�HFRQRPLHV��WR�WKH�H[WHQW�WKDW�WKHVH
KDYH� EHHQ�� RU� DUH� EHLQJ�� LQFRUSRUDWHG� LQWR� D� VLQJOH� JOREDOL]HG� HFRQRP\�
HFRQRPLF� VRYHUHLJQW\� EHFRPHV�PHDQLQJOHVV��+RZHYHU�� WKH� UKHWRULF� RI� D
�JOREDO�HFRQRP\�FDQ�EH�WDNHQ�WRR�IDU��)RU�H[DPSOH��WKHUH�KDVߞERUGHUOHVVߝ
EHHQ��LI�DQ\WKLQJ��D�JURZLQJ�UHFRJQLWLRQ�WKDW�PDUNHW�EDVHG�HFRQRPLHV�FDQ
RQO\� RSHUDWH� VXFFHVVIXOO\�ZLWKLQ� D� FRQWH[W� RI� OHJDO� DQG� VRFLDO� RUGHU� WKDW
RQO\�WKH�VWDWH�FDQ�JXDUDQWHH��)XNX\DPD��������
&XOWXUDO�JOREDOL]DWLRQ��7KH�SURFHVV�ZKHUHE\�LQIRUPDWLRQ�
FRPPRGLWLHV��DQG�LPDJHV�SURGXFHG�LQ�RQH�SDUW�RI�WKH�ZRUOG�HQWHU
LQWR�D�JOREDO�IORZ�WKDW�WHQGV�WRߝ�IODWWHQ�RXWߞ�FXOWXUDO�GLIIHUHQFHV
EHWZHHQ�QDWLRQV�DQG�UHJLRQV�
6XSUDWHUULWRULDOLW\��7KH�UHFRQILJXUDWLRQ�RI�JHRJUDSK\�WKDW�KDV
RFFXUUHG�WKURXJK�WKH�GHFOLQLQJ�LPSRUWDQFH�RI�VWDWH�ERUGHUV�
JHRJUDSKLFDO�GLVWDQFH�DQG�WHUULWRULDO�ORFDWLRQ�
(FRQRPLF�VRYHUHLJQW\��7KH�DEVROXWH�DXWKRULW\�RI�WKH�VWDWH�RYHU
QDWLRQDO�HFRQRPLF�OLIH��LQYROYLQJ�LQGHSHQGHQW�FRQWURO�RI�ILVFDO�DQG
PRQHWDU\�SROLFLHV��DQG�FRQWURO�RYHU�WUDGH�DQG�FDSLWDO�IORZV�
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*RYHUQDQFH
*RYHUQDQFH�LV�D�EURDGHU�WHUP�WKDQ�JRYHUQPHQW��VHH�S�������
$OWKRXJK�ODFNLQJ�D�VHWWOHG�RU�DJUHHG�GHILQLWLRQ��LW�UHIHUV��LQ�LWV
ZLGHVW�VHQVH��WR�WKH�YDULRXV�ZD\V�WKURXJK�ZKLFK�VRFLDO�OLIH�LV
FRRUGLQDWHG��*RYHUQPHQW�FDQ�WKHUHIRUH�EH�VHHQ�DV�RQH�RI�WKH
LQVWLWXWLRQV�LQYROYHG�LQ�JRYHUQDQFH��LW�LV�SRVVLEOH�WR�KDYH
����5KRGHV��ߞJRYHUQDQFH�ZLWKRXW�JRYHUQPHQWߝ�����7KH�ZLGHU�XVH
RI�WKH�WHUP�UHIOHFWV�D�EOXUULQJ�RI�WKH�VWDWH�VRFLHW\�GLVWLQFWLRQ�
UHVXOWLQJ�IURP�FKDQJHV�VXFK�DV�WKH�GHYHORSPHQW�RI�QHZ�IRUPV�RI
SXEOLF�PDQDJHPHQW�DQG�WKH�JURZWK�RI�SXEOLFߙSULYDWH
SDUWQHUVKLSV���6HH�PXOWLOHYHO�JRYHUQDQFH��S�������

1RQ�VWDWH�DFWRUV�DQG�LQWHUQDWLRQDO�ERGLHV
$�IXUWKHU�PDQLIHVWDWLRQ�RI�WKH�GHFOLQH�RI�WKH�VWDWH�LV�HYLGHQW�LQ�WKH�ULVH�RI
QRQ�VWDWH� RU� WUDQVQDWLRQDO� DFWRUV� DQG� WKH� JURZLQJ� LPSRUWDQFH� RI
LQWHUQDWLRQDO�RUJDQL]DWLRQV��7KLV� UHIOHFWV� WKH�IDFW� WKDW�� LQFUHDVLQJO\��PDMRU
DVSHFWV�RI�SROLWLFV�QR�ORQJHU�WDNH�SODFH�PHUHO\�LQ�RU�WKURXJK�WKH�VWDWH�EXW�
UDWKHU�� RXWVLGH� RU� EH\RQG� WKH� VWDWH��$PRQJVW� QRQ�VWDWH� DFWRUV�� 71&V� DUH
RIWHQ�UHJDUGHG�DV�WKH�PRVW�VLJQLILFDQW��7KH\�RIWHQ�GZDUI�VWDWHV�LQ�WHUPV�RI
WKHLU� HFRQRPLF� VL]H�� %DVHG� RQ� WKH� �UDWKHU� FUXGH�� FRPSDULVRQ� EHWZHHQ
FRUSRUDWH� VDOHV� DQG� FRXQWULHVߞ� *'3�� ��� RI� WKH� ZRUOGߞV� ���� ODUJHVW
HFRQRPLHV�DUH�FRUSRUDWLRQV��RQO\����RI�WKHP�DUH�FRXQWULHV��*HQHUDO�0RWRUV
LV�EURDGO\�HTXLYDOHQW��LQ�WKLV�VHQVH��WR�'HQPDUN��:DO�0DUW�LV�URXJKO\�WKH
VDPH�VL]H�DV�3RODQG��DQG�([[RQ�0RELO�KDV�WKH�VDPH�HFRQRPLF�ZHLJKW�DV
6RXWK�$IULFD��+RZHYHU��HFRQRPLF�VL]H�GRHV�QRW�QHFHVVDULO\� WUDQVODWH� LQWR
SROLWLFDO�SRZHU�RU�LQIOXHQFH��6WDWHV��DIWHU�DOO��FDQ�GR�WKLQJV�WKDW�71&V�FDQ
RQO\�GUHDP�DERXW��VXFK�DV�PDNH�ODZV�DQG�UDLVH�DUPLHV��1RQ�JRYHUQPHQWDO
RUJDQL]DWLRQV��1*2V���VHH�S�������KDYH�DOVR�VWHDGLO\�JURZQ�LQ�QXPEHU�DQG
LQIOXHQFH�� SDUWLFXODUO\� VLQFH� WKH� ����V�� (VWLPDWHV� RI� WKH� WRWDO� QXPEHU� RI
LQWHUQDWLRQDO� 1*2V� XVXDOO\� H[FHHG� �������� ZLWK� RYHU� ������ JURXSV
HQMR\LQJ� IRUPDO� FRQVXOWDWLYH� VWDWXV� E\� WKH� 81�� 7KHLU� H[SHUWLVH�� PRUDO
DXWKRULW\� DQG� KLJK� SXEOLF� SURILOHV� HQDEOH� 1*2V� VXFK� DV� *UHHQSHDFH�
$PQHVW\�,QWHUQDWLRQDO�DQG�&DUH�,QWHUQDWLRQDO�WR�H[HUW�D�OHYHO�RI�LQIOXHQFH
ZLWKLQ�LQWHUQDWLRQDO�RUJDQL]DWLRQV�WKDW�PD\�DW�WLPHV�ULYDO��RU�HYHQ�VXUSDVV�
WKDW� RI� QDWLRQDO� JRYHUQPHQWV�� 2WKHU� QRQ�VWDWH� DFWRUV� UDQJH� IURP� WKH
ZRPHQߞV�PRYHPHQW�DQG�WKH�DQWL�FDSLWDOLVW�PRYHPHQW�WR�WHUURULVW�QHWZRUNV�
VXFK�DV�,6,6��JXHUULOOD�DUPLHV�DQG�WUDQVQDWLRQDO�FULPLQDO�RUJDQL]DWLRQV��$V
VXFK�JURXSV�KDYH�Dߝ�WUDQV�ERUGHUߞ�FKDUDFWHU��WKH\�DUH�RIWHQ�DEOH�WR�RSHUDWH
LQ�ZD\V�WKDW�HOXGH�WKH�MXULVGLFWLRQ�RI�DQ\�VWDWH�
7KH�JURZWK�RI�SROLWLFV�EH\RQG�WKH�VWDWH�KDV�DOVR�EHHQ�DSSDUHQW�LQ�WKH�WUHQG
WRZDUGV�SROLWLFDO�JOREDOL]DWLRQ��+RZHYHU��LWV�LPSDFW�KDV�EHHQ�FRPSOH[�DQG�
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LQ�VRPH�ZD\V��FRQWUDGLFWRU\��2Q�WKH�RQH�KDQG��LQWHUQDWLRQDO�ERGLHV�VXFK�DV
WKH� 81�� WKH� (XURSHDQ� 8QLRQ� �(8�� DQG� WKH� :RUOG� 7UDGH� 2UJDQL]DWLRQ
�:72��KDYH�XQGHUPLQHG�WKH�FDSDFLW\�RI�VWDWHV�WR�RSHUDWH�DV�VHOI�JRYHUQLQJ
SROLWLFDO�XQLWV��$V�WKH�UDQJH�DQG�LPSRUWDQFH�RI�GHFLVLRQV�WKDW�DUH�PDGH�DW
LQWHUJRYHUQPHQWDO� RU� VXSUDQDWLRQDO� OHYHO� KDV� LQFUHDVHG�� VWDWHV� KDYH� EHHQ
IRUFHG� WR� H[HUW� LQIOXHQFH� LQ� DQG� WKURXJK� UHJLRQDO� RU� JOREDO� ERGLHV�� RU� WR
RSHUDWH�ZLWKLQ�IUDPHZRUNV�HVWDEOLVKHG�E\� WKHP��,Q� WKH�FDVH�RI� WKH�(8��D
JURZLQJ�UDQJH�RI�GHFLVLRQV��IRU�H[DPSOH��RQ�PRQHWDU\�SROLF\��DJULFXOWXUH
DQG� ILVKHULHV� SROLF\�� GHIHQFH� DQG� IRUHLJQ� DIIDLUV�� DUH� PDGH� E\� (8
LQVWLWXWLRQV��UDWKHU�WKDQ�PHPEHU�VWDWHV��7KLV�KDV�OHG�WR�WKH�SKHQRPHQRQ�RI
PXOWLOHYHO�JRYHUQDQFH���DV�GLVFXVVHG�LQ�&KDSWHU������EXW�LW�KDV�DOVR�OHG�WR
WHQVLRQV�ZLWK�PHPEHU�VWDWHV��HVSHFLDOO\�WKH�8.��VHH�S�������7KH�:72��IRU
LWV�SDUW��DFWV�DV�WKH�MXGJH�DQG�MXU\�RI�JOREDO�WUDGH�GLVSXWHV�DQG�VHUYHV�DV�D
IRUXP� IRU�QHJRWLDWLQJ� WUDGH�GHDOV�EHWZHHQ�DQG�DPRQJVW� LWV�PHPEHUV��2Q
WKH�RWKHU�KDQG��SROLWLFDO�JOREDOL]DWLRQ�RSHQV�XS�RSSRUWXQLWLHV�IRU�WKH�VWDWH
DV� ZHOO� DV� GLPLQLVKHV� WKHP�� 7KLV� RFFXUV� WKURXJK� WKH� �ߞSRROLQJߝ RI
VRYHUHLJQW\��)RU�H[DPSOH��WKH�(8�&RXQFLO�RI�0LQLVWHUV��WKH�PRVW�SRZHUIXO
SROLF\�PDNLQJ� ERG\� LQ� WKH� (8�� LV� YHU\� PXFK� D� FUHDWXUH� RI� LWV� PHPEHU
VWDWHV� DQG� SURYLGHV� D� IRUXP� WKDW� DOORZV� QDWLRQDO� SROLWLFLDQV� WR� PDNH
GHFLVLRQV�RQ�D�VXSUDQDWLRQDO�OHYHO�
3ROLWLFDO�JOREDOL]DWLRQ��7KH�JURZLQJ�LPSRUWDQFH�RI�LQWHUQDWLRQDO
ERGLHV�DQG�RUJDQL]DWLRQV��DQG�RI�WUDQVQDWLRQDO�SROLWLFDO�IRUFHV
JHQHUDOO\�
)DLOHG�VWDWHV
,Q� WKH� GHYHORSLQJ� ZRUOG�� GHEDWH� DERXW� WKH� GHFOLQH� RI� WKH� VWDWH� KDV
VRPHWLPHV� EHHQ� GLVSODFHG� E\� FRQFHUQ� DERXW� ZHDN�� IDLOLQJ� RU� FROODSVHG
VWDWHV��&RRSHU��������SRUWUD\HG�ZKDW�KH�FDOOHG�WKHߝ�SUH�PRGHUQߞ�ZRUOG�DV�D
ZRUOG� RI� SRVWFRORQLDO� FKDRV�� LQ� ZKLFK� VXFK� VWDWH� VWUXFWXUHV� DV� H[LVW� DUH
XQDEOH�WR�HVWDEOLVK��LQ�:HEHUߞV�ZRUGV��D�OHJLWLPDWH�PRQRSRO\�RI�WKH�XVH�RI
IRUFH�� WKXV� OHDGLQJ� WR� HQGHPLF� ZDUORUGLVP�� ZLGHVSUHDG� FULPLQDOLW\� DQG
VRFLDO� GLVORFDWLRQ�� 6XFK� FRQGLWLRQV� GR� QRW� DSSO\� FRQVLVWHQWO\� DFURVV� WKH
GHYHORSLQJ� ZRUOG�� KRZHYHU�� ,Q� FDVHV� VXFK� DV� ,QGLD�� 6RXWK� .RUHD� DQG
7DLZDQ��GHYHORSLQJ�ZRUOG�VWDWHV�KDYH�EHHQ�KLJKO\�VXFFHVVIXO� LQ�SXUVXLQJ
VWUDWHJLHV� RI� HFRQRPLF� PRGHUQL]DWLRQ� DQG� VRFLDO� GHYHORSPHQW�� 2WKHUV�
QHYHUWKHOHVV��KDYH�EHHQ�GLVWLQJXLVKHG�E\�WKHLU�ZHDNQHVV��VRPHWLPHV�EHLQJ
SRUWUD\HG�DVߝ�TXDVL�VWDWHVߞ�RUߝ�IDLOHG�VWDWHVߞ��H[DPSOHV�LQFOXGH�6\ULD��,UDT�
<HPHQ��6RPDOLD��6RXWK�6XGDQ�DQG�'HPRFUDWLF�5HSXEOLF�RI�&RQJR��7KHVH
VWDWHV� IDLO� WKH�PRVW�EDVLF� WHVW�RI�VWDWH�SRZHU�� WKH\�DUH�XQDEOH� WR�PDLQWDLQ
GRPHVWLF� RUGHU� DQG� SHUVRQDO� VHFXULW\��PHDQLQJ� WKDW� FLYLO� VWULIH� DQG� HYHQ
FLYLO�ZDU�EHFRPH�DOPRVW�URXWLQH�
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)DLOHG�VWDWH
$�IDLOHG�VWDWH�LV�D�VWDWH�WKDW�LV�XQDEOH�WR�SHUIRUP�LWV�NH\�UROH�RI
HQVXULQJ�GRPHVWLF�RUGHU�E\�PRQRSROL]LQJ�WKH�XVH�RI�IRUFH�ZLWKLQ
LWV�WHUULWRU\��([DPSOHV�RI�IDLOHG�VWDWHV�LQ�UHFHQW�\HDUV�LQFOXGH
&DPERGLD��+DLWL��5ZDQGD��/LEHULD�DQG�6RPDOLD��)DLOHG�VWDWHV�DUH
QR�ORQJHU�DEOH�WR�RSHUDWH�DV�YLDEOH�SROLWLFDO�XQLWV��LQ�WKDW�WKH\�ODFN
D�FUHGLEOH�V\VWHP�RI�ODZ�DQG�RUGHU��7KH\�DUH�QR�ORQJHU�DEOH�WR
RSHUDWH�DV�YLDEOH�HFRQRPLF�XQLWV��LQ�WKDW�WKH\�DUH�LQFDSDEOH�RI
SURYLGLQJ�IRU�WKHLU�FLWL]HQV�DQG�KDYH�QR�IXQFWLRQLQJ�LQIUDVWUXFWXUH�
$OWKRXJK�UHODWLYHO\�IHZ�VWDWHV�FROODSVH�DOWRJHWKHU��D�PXFK�ODUJHU
QXPEHU�EDUHO\�IXQFWLRQ�DQG�DUH�GDQJHURXVO\�FORVH�WR�FROODSVH�

:DUORUGLVP��$�FRQGLWLRQ�LQ�ZKLFK�ORFDOO\�EDVHG�PLOLWDUL]HG�EDQGV
YLH�IRU�SRZHU�LQ�WKH�DEVHQFH�RI�D�VRYHUHLJQ�VWDWH�
7KH� IDLOXUH� RI� VXFK� VWDWHV� VWHPV� SULPDULO\� IURP� WKH� H[SHULHQFH� RI
FRORQLDOLVP� �VHH�S��������ZKLFK��ZKHQ� LW� HQGHG� �PDLQO\� LQ� WKH�SRVW�����
SHULRG���EHTXHDWKHG�IRUPDO�SROLWLFDO�LQGHSHQGHQFH�WR�VRFLHWLHV�WKDW�ODFNHG
DQ� DSSURSULDWH� OHYHO� RI� SROLWLFDO�� HFRQRPLF�� VRFLDO� DQG� HGXFDWLRQDO
GHYHORSPHQW�WR�IXQFWLRQ�HIIHFWLYHO\�DV�VHSDUDWH�HQWLWLHV��$V�WKH�ERUGHUV�RI
VXFK� VWDWHV� W\SLFDOO\� UHSUHVHQWHG� WKH� H[WHQW� RI� FRORQLDO� DPELWLRQ�� UDWKHU
WKDQ� WKH�H[LVWHQFH�RI�D�FXOWXUDOO\�FRKHVLYH�SRSXODWLRQ��SRVWFRORQLDO� VWDWHV
DOVR�RIWHQ�HQFRPSDVV�GHHS�HWKQLF��UHOLJLRXV�DQG�WULEDO�GLYLVLRQV��$OWKRXJK
VRPH� H[SODLQ� WKH� LQFUHDVH� LQ� VWDWH� IDLOXUH� VLQFH� WKH� ����V� SULPDULO\� LQ
WHUPV�RI�GRPHVWLF�IDFWRUV��VXFK�DV�D�GLVSRVLWLRQ�WRZDUGV�DXWKRULWDULDQ�UXOH�
EDFNZDUG� LQVWLWXWLRQV� DQG� SDURFKLDO� YDOXH� V\VWHPV� ZKLFK� EORFN� WKH
WUDQVLWLRQ�IURP�SUH�LQGXVWULDO��DJUDULDQ�VRFLHWLHV�WR�PRGHUQ�LQGXVWULDO�RQHV��
H[WHUQDO� IDFWRUV�KDYH�DOVR�SOD\HG�D�PDMRU� UROH��7KLV�KDV�DSSOLHG�QRW� OHDVW
WKURXJK� WKH� WHQGHQF\� RI� JOREDOL]DWLRQ� WR� UH�RULHQWDWH� GHYHORSLQJ� ZRUOG
HFRQRPLHV� DURXQG� WKH� GLFWDWHV� RI� JOREDO� PDUNHWV�� UDWKHU� WKDQ� GRPHVWLF
QHHGV��DQG�WR�ZLGHQ�LQHTXDOLW\�
5HWXUQ�RI�WKH�VWDWH"
'LVFXVVLRQ� DERXW� WKH� VWDWH� LQ� WKH� HDUO\� WZHQW\�ILUVW� FHQWXU\� KDV� EHHQ
GRPLQDWHG�E\�WDON�RI�UHWUHDW��GHFOLQH�RU�HYHQ�FROODSVH��7KH�UHDOLW\�LV�PRUH
FRPSOH[�� KRZHYHU�� )RU� LQVWDQFH�� DOWKRXJK� JOREDOL]DWLRQ� PD\� PDNH� VWDWH
ERUGHUV�PRUH� ��ߞSRURXVߝ JOREDOL]DWLRQ� KDV� QRW� EHHQ� LPSRVHG� RQ� XQZLOOLQJ
VWDWHV�� UDWKHU�� LW� LV�D�SURFHVV� WKDW�KDV�EHHQ�GHYLVHG�E\�VWDWHV� LQ�SXUVXLW�RI
ZKDW� WKH\� LGHQWLI\� DV� WKHLU� QDWLRQDO� LQWHUHVWV�� 6LPLODUO\�� LQWHUQDWLRQDO
RUJDQL]DWLRQV� W\SLFDOO\� DFW� DV� IRUXPV� WKURXJK� ZKLFK� VWDWHV� FDQ� DFW� LQ
FRQFHUW� RYHU� PDWWHUV� RI� PXWXDO� LQWHUHVW�� UDWKHU� WKDQ� DV� ERGLHV� LQWHQW� RQ
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XVXUSLQJ�VWDWH�SRZHU��0RUHRYHU��D�QXPEHU�RI�GHYHORSPHQWV�LQ�UHFHQW�\HDUV
KDYH�KHOSHG�WR�VWUHQJWKHQ�WKH�VWDWH�DQG�XQGHUOLQH�LWV�HVVHQWLDO�LPSRUWDQFH�
:KDW�H[SODLQV�WKH�UHWXUQ�RI�WKH�VWDWH"�,Q�WKH�ILUVW�SODFH��WKH�VWDWHߞV�XQLTXH
FDSDFLW\�WR�PDLQWDLQ�GRPHVWLF�RUGHU�DQG�SURWHFW� LWV�FLWL]HQV�IURP�H[WHUQDO
DWWDFN�KDV�EHHQ�VWURQJO\�XQGHUOLQHG�E\�QHZ�VHFXULW\�FKDOOHQJHV� WKDW�KDYH
HPHUJHG�LQ�WKH�WZHQW\�ILUVW�FHQWXU\��QRWDEO\��WKRVH�OLQNHG�WR�WUDQVQDWLRQDO
WHUURULVP� �DV� GLVFXVVHG� LQ� &KDSWHU� ����� 7KLV� XQGHUOLQHV� ZKDW� %REELWW
�������YLHZHG�DV�D�EDVLF�WUXWK��ߞ7KH�6WDWH�H[LVWV�WR�PDVWHU�YLROHQFHߝ��LW�LV
WKHUHIRUH� HVVHQWLDOO\� D� �ZDUPDNLQJߝ LQVWLWXWLRQߞ�� 7KH� GHFOLQH� LQ� PLOLWDU\
H[SHQGLWXUH�WKDW�RFFXUUHG�DW�WKH�HQG�RI�WKH�&ROG�:DU��WKH�VR�FDOOHGߝ�SHDFH
GLYLGHQGߞ�� VWDUWHG� WR� EH� UHYHUVHG� LQ� WKH� ODWH� ����V�� ZLWK� JOREDO� PLOLWDU\
H[SHQGLWXUH�ULVLQJ�VWHHSO\�DIWHU�WKH�6HSWHPEHU����WHUURULVW�DWWDFNV�DQG�WKH
ODXQFK� RI� WKH� �ZDUߝ RQ� WHUURUߞ�� )XUWKHUPRUH�� FRXQWHUWHUURULVP� VWUDWHJLHV
KDYH� RIWHQ� PHDQW� WKDW� VWDWHV� KDYH� LPSRVHG� WLJKWHU� ERUGHU� FRQWUROV� DQG
DVVXPHG�ZLGHU� SRZHUV� RI� VXUYHLOODQFH�� FRQWURO� DQG� VRPHWLPHV� GHWHQWLRQ�
HYHQ� EHFRPLQJ� �QDWLRQDOߝ VHFXULW\� VWDWHVߞ�� ,Q� (XURSH�� WKH� 86$� DQG
HOVHZKHUH�� ERUGHUV� KDYH� DOVR� EHHQ� VWUHQJWKHQHG� LQ� UHVSRQVH� WR� LQFUHDVHG
PLJUDWRU\�IORZV��VHH�S�������

32/,7,&6�,1�$&7,21�������
%5(;,7��7$.,1*�%$&.�&21752/"
(YHQWV�� ,Q� -DQXDU\� ������ WKH� WKHQ� 8.� SULPH� PLQLVWHU�� 'DYLG
&DPHURQ�� SURPLVHG� WR� FDOO� DQ� LQ�RXW� UHIHUHQGXP� RQ� WKH� Vߞ.8
PHPEHUVKLS� RI� (XURSHDQ� 8QLRQ� VKRXOG� KLV� &RQVHUYDWLYH� 3DUW\
ZLQ� WKH�XSFRPLQJ������JHQHUDO� HOHFWLRQ��&RQILGHQW� LQ� WKH�EHOLHI
WKDW� WKH� UHIHUHQGXP� �LI� LW� ZHUH� KHOG�� ZRXOG� HQGRUVH� (8
PHPEHUVKLS�� KH� KRSHG� WKDW� WKH� UHIHUHQGXP� SOHGJH� ZRXOG� ERWK
EULQJ� DQ� HQG� WR� WKH� GHFDGHV�ROG� &RQVHUYDWLYH� FLYLO� ZDU� RYHU
(XURSH�DQG�KDOW�WKH�GHIHFWLRQ�RI�&RQVHUYDWLYH�YRWHUV�WR�WKH�DQWL�
(8� 8.� ,QGHSHQGHQFH� 3DUW\�� +RZHYHU�� &DPHURQߞV� KLJK�VWDNHV
JDPEOH� ZHQW� EDGO\� ZURQJ�� :KHQ� WKH� (8� UHIHUHQGXP� ZDV
HYHQWXDOO\� KHOG� LQ� -XQH������� LW� UHVXOWHG� LQ� D� ��� WR� ���SHU� FHQW
YLFWRU\� IRU� WKH� �ߞHDYH/ߝ FDPSDLJQ�� ,Q� 0DUFK� ������ WKH� 8.
JRYHUQPHQW�IRUPDOO\�QRWLILHG�WKH�(XURSHDQ�&RXQFLO�RI�LWV�LQWHQWLRQ
WR� OHDYH� WKH� (8�� WKHUHE\� LQYRNLQJ� $UWLFOH� ��� RI� WKH� 7UHDW\� RQ
(XURSHDQ�8QLRQ��7(8���7KLV�PDUNHG�WKH�VWDUW�RI�D�PD[LPXP�WZR�
\HDU�SURFHVV�RI�QHJRWLDWLRQV�EHWZHHQ�WKH�8.�DQG�%UXVVHOV�RQ�WKH
FRQGLWLRQV�RI�WKH�8.ߞV�H[LW�IURP�WKH�(8��ZLWK����0DUFK������EHLQJ
VHW�DV�WKH�LQWHQGHG�GDWH�RI�WKH�8.ߞV�GHSDUWXUH�
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6RXUFH��*HWW\�,PDJHV�-RKQ�7K\V

6LJQLILFDQFH�� 7KH� LVVXHV� RI� VRYHUHLJQW\� DQG� VWDWHKRRG� KDYH
EHHQ� FHQWUDO� WR� GHEDWHV� RYHU� %UH[LW�� $OWKRXJK� WKRVH� ZKR
FDPSDLJQHG� IRU� D� /HDYH� RXWFRPH� LQ� WKH� (8� UHIHUHQGXP� UDUHO\
PDGH�UHIHUHQFH� WR� WKH� WHUPLQRORJ\�RI� ��ߞVRYHUHLJQ�VWDWHKRRGߝ WKLV
ZDV� RQO\� EHFDXVH� WKH\� UHFRJQL]HG� WKDW� WKH� ODQJXDJH� RI� SRZHU
DQG�FRQWURO��DQG�HVSHFLDOO\�WKH�VORJDQ7ߝ�DNH�%DFN�&RQWUROߞ��ZRXOG
EH� PRUH� LQWHOOLJLEOH� DQG� KDYH� JUHDWHU� SROLWLFDO� UHVRQDQFH�� $V
��LQ�WKLV�FRQWH[W��ODUJHO\�PHDQW�FRQWURO�RYHU�WKH�PDNLQJ�RIߞFRQWUROߝ
ODZV�DQG�WKH�DGPLQLVWUDWLRQ�RI�QDWLRQDO�ERUGHUV��LW�VHUYHG�DV�FRGH
IRU� UHFODLPLQJ� VRYHUHLJQW\�� EDVHG� RQ� WKH� EHOLHI� WKDW� (8
PHPEHUVKLS�LV�LQFRPSDWLEOH�ZLWK�D�IUHH�DQG�LQGHSHQGHQWߙ��WKDW�LV�
D� VRYHUHLJQ� �ߙ 8.�� 7KLV� FRXOG� EH� VHHQ� QXPEHU� RI� ZD\V�� )RU
H[DPSOH��WKH�7UHDW\�RI�5RPH���������WKH�IRXQGLQJ�WUHDW\�RI�ZKDW
ZDV� WKHQ� FDOOHG� WKH� (XURSHDQ� (FRQRPLF� &RPPXQLW\� �((&��
HVWDEOLVKHG� WKH� SULQFLSOH� WKDW� (XURSHDQ� ODZ� LV� �ߞKLJKHUߝ WKDQ
QDWLRQDO� ODZ�� WKHUHE\� UREELQJ� PHPEHU� VWDWHV� RI� WKHLU� VWDWXV� DV
VRYHUHLJQ�OHJDO�HQWLWLHV��6LPLODUO\��WKH�UHFRJQLWLRQ�LQ�WKH�7UHDW\�RQ
(XURSHDQ�8QLRQ� �������RI� WKH�SULQFLSOH�RI� WKH� IUHH�PRYHPHQW�RI
ODERXU�DV�RQH�RI�WKH�IRXU�IUHHGRPV�RI�WKH�8QLRQ�FXUWDLOHG�PHPEHU
VWDWHVߞ� MXULVGLFWLRQ� RYHU� WKHLU� ERUGHUV� DQG�� LQ� WKH� SURFHVV�
FRPSURPLVHG�WKHLU�WHUULWRULDO�LQWHJULW\�

+RZHYHU��WKH�LGHD�WKDW�WKH�8.�FRXOG�UHFODLP�VRYHUHLJQ�VWDWHKRRG
WKURXJK�%UH[LW�KDV�DOVR�EHHQ�TXHVWLRQHG��)LUVW��VRYHUHLJQW\�PD\
EH�OLWWOH�PRUH�WKDQ�D�GLSORPDWLF�QLFHW\��7KLV� LV�EHFDXVH�QR�VWDWH�
QRW�HYHQ� WKH�PRVW�GRPLQDQW�RI�VWDWHV��HYHU�FRPPDQGV�DEVROXWH
DQG� XQOLPLWHG� SRZHU�� ,QGHHG�� WKH� FRQVWUDLQWV� XSRQ� VWDWHV� KDYH
JURZQ�VXEVWDQWLDOO\�LQ�UHFHQW�GHFDGHV��HVSHFLDOO\�DV�D�JOREDOL]HG
HFRQRP\�KDV�GUDZQ�VWDWHV�LQWR�D�ZHE�RI�LQWHUGHSHQGHQFH��%UH[LW�
WKXV�� FRXOG� QRW� PHDQ� UHSODFLQJ� LQWHUGHSHQGHQFH� ZLWK
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LQGHSHQGHQFH� EXW�� UDWKHU�� VZDSSLQJ� RQH� SDWWHUQ� RI
LQWHUGHSHQGHQFH� IRU� DQRWKHU� �SHUKDSV� RQH� EDVHG� RQ� FORVHU� WLHV
ZLWK� 86$�� &KLQD� RU� $VLD� JHQHUDOO\��� 6HFRQG�� DQ\� FRQFHLYDEOH
SRVW�%UH[LW� UHODWLRQVKLS� ZLWK� WKH� (8� LV� OLNHO\� WR� LPSLQJH� RQ� WKH
\V�VWDWXV�DV�D�VRYHUHLJQ�SRZHU��7KLV�FDQ�EH�VHHQ�PRVW�FOHDUOߞ.8
LQ�WKH�FDVH�RI�D�VR�FDOOHGߝ�VRIWߞ�%UH[LW��LQ�ZKLFK�WKH�8.�FRQWLQXHV
WR�SDUWLFLSDWH�LQ��RU�KDV�DFFHVV�WR��HOHPHQWV�RI�WKH�(8��EXW�LW�HYHQ
DSSOLHV��LI�WR�D�OHVVHU�H[WHQW��LQ�WKH�FDVH�RI�Dߝ�KDUGߞ�%UH[LW��DV�WKH
(8�LV�FHUWDLQ�WR�UHPDLQ�WKH�8.ߞV�PDMRU�WUDGLQJ�SDUWQHU��)LQDOO\��DQ
DOWHUQDWLYH� DUJXPHQW� VXJJHVWV� WKDW� LQVWHDG� RI� WKUHDWHQLQJ� RU
GLPLQLVKLQJ�VWDWH�VRYHUHLJQW\��(8�PHPEHUVKLS�PD\�HQKDQFH�WKH
SRZHU�DQG�LQIOXHQFH�RI�PHPEHU�VWDWHV�E\�DOORZLQJ�WKHP�WRߝ�SRROߞ
WKHLU� VRYHUHLJQW\�� 7KLV� YLHZ� LV� EDVHG� RQ� WKH� DVVXPSWLRQ� WKDW
PHPEHU� VWDWHV� FDQ� DFKLHYH� PRUH� ZKHQ� WKH\� ZRUN� WRJHWKHU
WKURXJK� WKH� LQVWLWXWLRQV� RI� WKH� (8� WKDQ� WKH\� FDQ� ZKHQ� WKH\
RSHUDWH�DV�LQGHSHQGHQW�VWDWHV�

)XUWKHUPRUH�� WKH� UHVXUJHQFH� RI� WKH� VWDWH� KDV� KDG� DQ� LPSRUWDQW� HFRQRPLF
GLPHQVLRQ�� $OWKRXJK� WKH� GD\V� RI� FRPPDQG�DQG�FRQWURO� HFRQRPLF
PDQDJHPHQW�PD\�EH�RYHU�� WKH�VWDWH�KDV�VRPHWLPHV�UHDVVHUWHG� LWVHOI�DV�DQ
DJHQW�RI�PRGHUQL]DWLRQ��&RPSHWLWLRQ� VWDWHV� KDYH� GRQH� WKLV� E\� LPSURYLQJ
HGXFDWLRQ�DQG�WUDLQLQJ�LQ�RUGHU� WR�ERRVW�SURGXFWLYLW\�DQG�SURYLGH�VXSSRUW
IRU� NH\� H[SRUW� LQGXVWULHV�� 6WDWHV� VXFK� DV� &KLQD� DQG� 5XVVLD� HDFK
PRGHUQL]HG� WKHLU� HFRQRPLHV� E\� PDNLQJ� VLJQLILFDQW� FRQFHVVLRQV� WR� WKH
PDUNHW��EXW�DQ�LPSRUWDQW�HOHPHQW�RI�VWDWH�FRQWURO�KDV�EHHQ�UHWDLQHG�RU�UH�
LPSRVHG��WKHVH�GHYHORSPHQWV�DUH�H[DPLQHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU���LQ
UHODWLRQ� WR� �VWDWHߝ FDSLWDOLVPߞ��� 2Q� D� ZLGHU� OHYHO�� WKH� VWDWHߞV� YLWDO� UROH� LQ
HFRQRPLF� DIIDLUV� ZDV� XQGHUOLQHG� E\� WKH� ��ߙ����� JOREDO� ILQDQFLDO� FULVLV�
$OWKRXJK�WKH�*����ZKRVH�PHPEHUV�LQFOXGH�NH\�GHYHORSLQJ�SRZHUV�DV�ZHOO
DV� PDMRU� GHYHORSHG� RQHV�� PD\� KDYH� SURYLGHG� VWDWHV� ZLWK� D� IRUXP� WR
GHYHORS�D�FRRUGLQDWHG�JOREDO�UHVSRQVH��WKH�PDVVLYH�SDFNDJHV�RI�ILVFDO�DQG
RWKHU� LQWHUYHQWLRQV� WKDW� ZHUH� DJUHHG� ZHUH�� DQG� FRXOG� RQO\� KDYH� EHHQ�
LPSOHPHQWHG�E\� VWDWHV�� ,QGHHG�� RQH�RI� WKH� OHVVRQV�RI� WKHߙ�������� FUDVK�
DQG�RI�VXEVHTXHQW�ILQDQFLDO�DQG�ILVFDO�FULVHV��PD\�EH�WKDW�WKH�LGHD�WKDW�WKH
JOREDO�HFRQRP\�ZRUNV�EHVW�ZKHQ�OHIW�DORQH�E\�WKH�VWDWH��DFWLQJ�DORQH��RU
WKURXJK�LQWHUQDWLRQDO�RUJDQL]DWLRQV��KDV�EHHQ�H[SRVHG�DV�D�P\WK�

48(67,216�)25�',6&866,21
�� ,Q�ZKDW�GLIIHUHQW�ZD\V�KDV�WKH�VWDWH�EHHQ�XQGHUVWRRG"
�� ,V�VRYHUHLJQW\�WKH�GHILQLQJ�IHDWXUH�RI�WKH�VWDWH"
�� :RXOG�OLIH�LQ�D�VWDWHOHVV�VRFLHW\�UHDOO\�EHߝ�QDVW\��EUXWLVK�DQG
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VKRUWߞ"
�� :K\�KDV�SROLWLFV�WUDGLWLRQDOO\�EHHQ�DVVRFLDWHG�ZLWK�WKH�DIIDLUV

RI�VWDWH"
�� &DQ�WKH�VWDWH�EH�YLHZHG�DV�D�QHXWUDO�ERG\�LQ�UHODWLRQ�WR

FRPSHWLQJ�VRFLDO�LQWHUHVWV"
�� +RZ�DQG�ZK\�KDV�WKH�SOXUDOLVW�WKHRU\�RI�WKH�VWDWH�EHHQ

FULWLFL]HG"
�� 'RHV�WKH�QDWXUH�DQG�EDFNJURXQG�RI�WKH�VWDWH�HOLWH�LQHYLWDEO\

EUHHG�ELDV"
�� 7R�ZKDW�H[WHQW�LV�WKHUH�D�FRKHUHQW�IHPLQLVW�WKHRU\�RI�WKH

VWDWH"
�� :KDW�LV�WKH�SURSHU�UHODWLRQVKLS�EHWZHHQ�WKH�VWDWH�DQG�FLYLO

VRFLHW\"
��� :K\�KDYH�SUROHWDULDQ�VWDWHV�IDLOHG�WRߝ�ZLWKHU�DZD\ߞ"
��� ,V�WKH�UHOLJLRXV�VWDWH�D�FRQWUDGLFWLRQ�LQ�WHUPV"
��� 'RHV�JOREDOL]DWLRQ�PHDQ�WKDW�WKH�VWDWH�KDV�EHFRPH

LUUHOHYDQW"
��� +DYH�QDWLRQ�VWDWHV�EHHQ�WUDQVIRUPHG�LQWR�PDUNHW�VWDWHV"
��� 7R�ZKDW�H[WHQW�KDV�VWDWH�SRZHU�EHHQ�UHYLYHG�LQ

FRQWHPSRUDU\�FLUFXPVWDQFHV"

)857+(5�5($',1*�
*LOO��*���7KH�1DWXUH�DQG�'HYHORSPHQW�RI�WKH�0RGHUQ�6WDWH���QG
HGQ����������$�EURDG�UDQJLQJ�LQWURGXFWLRQ�WR�WKH�RULJLQV��UROH
DQG�IXWXUH�RI�WKH�PRGHUQ�VWDWH��FRQVLGHULQJ�GHYHORSPHQWV�LQ
HFRQRPLF��SROLWLFDO�DQG�LGHRORJLFDO�SRZHU�

+D\��&���0��/LVWHU�DQG�'��0DUVK��7KH�6WDWH��7KHRULHV�DQG�,VVXHV
��������$Q�DFFHVVLEOH��FRPSUHKHQVLYH�DQG�FRQWHPSRUDU\
LQWURGXFWLRQ�WR�WKH�WKHRUHWLFDO�SHUVSHFWLYHV�RQ�WKH�VWDWH�DQG�WR
NH\�LVVXHV�DQG�FRQWURYHUVLHV�

-HVVRS��%���7KH�6WDWH��3DVW��3UHVHQW��)XWXUH���������$�VKRUW�
DFFHVVLEOH�DQG�FULWLFDO�LQWURGXFWLRQ�WR�WKH�VWDWH�DV�ERWK�D
FRQFHSW�DQG�D�UHDOLW\�

6FRWW��-��&���6HHLQJ�/LNH�D�6WDWH��+RZ�&HUWDLQ�6FKHPHV�WR
,PSURYH�WKH�+XPDQ�&RQGLWLRQ�+DYH�)DLOHG���������$�SRZHUIXO
FULWLTXH�RI�WKHߝ�VFLHQFHߞ�RI�VWDWHKRRG��VWDWHFUDIW��DQG�VWDWH�
EXLOGLQJ��DV�SUDFWLFHG�JOREDOO\��SDUWLFXODUO\�LQ�WKH�PLGߙODWH
WZHQWLHWK�FHQWXU\�
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9LVLW
ZZZ�PDFPLOODQLKH�FRP�FRPSDQLRQ�+H\ZRRG�
3ROLWLFV��H�WR�DFFHVV�H[WUD�UHVRXUFHV�IRU�WKLV
FKDSWHU�
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&+$37(5��
'HPRFUDF\�DQG�/HJLWLPDF\

HPRFUDF\�LV�WKH�ZRUVW�IRUP�RI�JRYHUQPHQW�H[FHSW�DOO�WKH�RWKHU'ߝ
IRUPV�WKDW�KDYH�EHHQ�WULHG�IURP�WLPH�WR�WLPHߞ�

:,16721�&+85&+,//��6SHHFK��8.�+RXVH�RI�&RPPRQV����
1RYHPEHU������

35(9,(:
$OWKRXJK� VWDWHV�PD\� HQMR\� D�PRQRSRO\� RI� FRHUFLYH� SRZHU�� WKH\
VHOGRP�UHPDLQ� LQ�H[LVWHQFH� WKURXJK� WKH�H[HUFLVH�RI� IRUFH�DORQH�
$V�-HDQ�-DFTXHV�5RXVVHDX�SXW�LW7ߝ��KH�VWURQJHVW�LV�QHYHU�VWURQJ
HQRXJK�XQOHVV�KH�WXUQV�PLJKW�LQWR�ULJKW�DQG�REHGLHQFH�LQWR�GXW\ߞ�
7KLV� LV�ZK\� DOO� V\VWHPV� RI� UXOH� VHHN� OHJLWLPDF\� RU� �ߞULJKWIXOQHVVߝ
DOORZLQJ� WKHP� WR� GHPDQG� FRPSOLDQFH� IURP� WKHLU� FLWL]HQV� RU
VXEMHFWV�� /HJLWLPDF\� LV� WKXV� WKH� NH\� WR� SROLWLFDO� VWDELOLW\�� LW� LV
QRWKLQJ�OHVV�WKDQ�WKH�VRXUFH�RI�D�UHJLPHߞV�VXUYLYDO�DQG�VXFFHVV�
,Q�PRGHUQ�SROLWLFV��GHEDWHV�DERXW�OHJLWLPDF\�DUH�GRPLQDWHG�E\�WKH
LVVXH� RI� GHPRFUDF\�� VR�PXFK� VR� WKDW� �GHPRFUDWLFߝ OHJLWLPDF\ߞ� LV
VRPHWLPHV� YLHZHG� DV� WKH� RQO\� PHDQLQJIXO� IRUP� RI� OHJLWLPDF\�
+RZHYHU�� WKH� OLQN� EHWZHHQ� OHJLWLPDF\� DQG� GHPRFUDF\� LV� ERWK� D
UHODWLYHO\� QHZ� LGHD� DQG� RQH� WKDW� LV� FXOWXUDOO\� VSHFLILF�� 8QWLO� ZHOO
LQWR� WKH� QLQHWHHQWK� FHQWXU\�� WKH� WHUP� �ߞ\GHPRFUDFߝ FRQWLQXHG� WR
KDYH�SHMRUDWLYH�LPSOLFDWLRQV��VXJJHVWLQJ�D�IRUP�RIߝ�PRE�UXOHߞ��DQG�
LQ�SDUWV�RI�WKH�GHYHORSLQJ�ZRUOG��GHPRFUDF\�SURPRWLRQ�FRQWLQXHV
WR� EH� DVVRFLDWHG� ZLWK� ��ߞHVWHUQL]DWLRQ:ߝ 1HYHUWKHOHVV�� WKHUH� LV� D
VHQVH� LQ� ZKLFK� ZH� DUH� DOO� QRZ� GHPRFUDWV�� /LEHUDOV�
FRQVHUYDWLYHV�� VRFLDOLVWV�� FRPPXQLVWV�� DQDUFKLVWV� DQG� HYHQ
IDVFLVWV� DUH� HDJHU� WR� SURFODLP� WKH� YLUWXHV� RI� GHPRFUDF\� DQG� WR
GHPRQVWUDWH� WKHLU� RZQ� GHPRFUDWLF� FUHGHQWLDOV�� ,QGHHG�� DV� WKH
PDMRU� LGHRORJLFDO� V\VWHPV� KDYH� IDOWHUHG� RU� FROODSVHG� VLQFH� WKH
ODWH� WZHQWLHWK� FHQWXU\�� WKH� IODPH�RI�GHPRFUDF\�KDV�DSSHDUHG� WR
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EXUQ� \HW� PRUH� VWURQJO\�� $V� WKH� DWWUDFWLRQV� RI� VRFLDOLVP� KDYH
IDGHG�� DQG� WKH� PHULWV� RI� FDSLWDOLVP� KDYH� EHHQ� FDOOHG� LQWR
TXHVWLRQ�� GHPRFUDF\� KDV� HPHUJHG� DV� SHUKDSV� WKH� RQO\� VWDEOH
DQG�HQGXULQJ�SULQFLSOH�LQ�WKH�SRVWPRGHUQ�SROLWLFDO�ODQGVFDSH�
.(<�,668(6

+RZ�GR�VWDWHV�PDLQWDLQ�OHJLWLPDF\"
$UH�PRGHUQ�VRFLHWLHV�IDFLQJ�D�FULVLV�RI�OHJLWLPDWLRQ"
:K\�LV�SROLWLFDO�OHJLWLPDF\�VR�RIWHQ�OLQNHG�WR�WKH�FODLP�WR�EH
GHPRFUDWLF"
:KDW�DUH�WKH�FRUH�IHDWXUHV�RI�GHPRFUDWLF�UXOH"
:KDW�PRGHOV�RI�GHPRFUDWLF�UXOH�KDYH�EHHQ�DGYDQFHG"
+RZ�GR�GHPRFUDWLF�V\VWHPV�RSHUDWH�LQ�SUDFWLFH"

/(*,7,0$&<�$1'�32/,7,&$/�67$%,/,7<
7KH�LVVXH�RI�OHJLWLPDF\��WKH�ULJKWIXOQHVV�RI�D�UHJLPH�RU�V\VWHP�RI�UXOH��LV
OLQNHG�WR�WKH�ROGHVW�DQG�RQH�RI�WKH�PRVW�IXQGDPHQWDO�RI�SROLWLFDO�GHEDWHV�
WKH� SUREOHP� RI� SROLWLFDO� REOLJDWLRQ��:K\� VKRXOG� FLWL]HQV� IHHO� REOLJHG� WR
DFNQRZOHGJH�WKH�DXWKRULW\�RI�JRYHUQPHQW"�'R�WKH\�KDYH�D�GXW\�WR�UHVSHFW
WKH� VWDWH� DQG� REH\� LWV� ODZV"� ,Q� PRGHUQ� SROLWLFDO� GHEDWH�� KRZHYHU�
OHJLWLPDF\� LV� XVXDOO\� XQGHUVWRRG� OHVV� LQ� WHUPV� RI�PRUDO� REOLJDWLRQV�� DQG
PRUH� LQ� WHUPV� RI� SROLWLFDO� EHKDYLRXU� DQG� EHOLHIV�� ,Q� RWKHU� ZRUGV�� LW
DGGUHVVHV� QRW� WKH� TXHVWLRQ� RI� ZK\� SHRSOH� VKRXOG� REH\� WKH� VWDWH�� LQ� DQ
DEVWUDFW�VHQVH��EXW� WKH�TXHVWLRQ�RI�ZK\�WKH\�GR�REH\�D�SDUWLFXODU�VWDWH�RU
V\VWHP�RI�UXOH��:KDW�DUH�WKH�FRQGLWLRQV�RU�SURFHVVHV�WKDW�HQFRXUDJH�SHRSOH
WR� VHH� DXWKRULW\� DV� ULJKWIXO�� DQG�� WKHUHIRUH�� XQGHUSLQ� WKH� VWDELOLW\� RI� D
UHJLPH"� 7KLV� UHIOHFWV� D� VKLIW� IURP� SKLORVRSK\� WR� VRFLRORJ\�� EXW� LW� DOVR
KLJKOLJKWV�WKH�FRQWHVWHG�QDWXUH�RI�WKH�FRQFHSW�RI�OHJLWLPDF\�

&21&(37�
/HJLWLPDF\
/HJLWLPDF\��IURP�WKH�/DWLQ�OHJLWLPDUH��PHDQLQJߝ�WR�GHFODUH�ODZIXOߞ�
EURDGO\�PHDQVߝ�ULJKWIXOQHVVߞ��/HJLWLPDF\�WKHUHIRUH�FRQIHUV�RQ�DQ
RUGHU�RU�FRPPDQG�DQ�DXWKRULWDWLYH�RU�ELQGLQJ�FKDUDFWHU��WKXV
WUDQVIRUPLQJ�SRZHU��VHH�S�����LQWR�DXWKRULW\��VHH�S������3ROLWLFDO
SKLORVRSKHUV�WUHDW�OHJLWLPDF\�DV�D�PRUDO�RU�UDWLRQDO�SULQFLSOH��WKDW
LV��DV�WKH�JURXQGV�RQ�ZKLFK�JRYHUQPHQWV�PD\�GHPDQG�REHGLHQFH
IURP�FLWL]HQV��7KH�FODLP�WR�OHJLWLPDF\�LV�WKXV�PRUH�LPSRUWDQW�WKDQ
WKH�IDFW�RI�REHGLHQFH��3ROLWLFDO�VFLHQWLVWV��KRZHYHU��XVXDOO\�VHH
OHJLWLPDF\�LQ�VRFLRORJLFDO�WHUPV��WKDW�LV��DV�D�ZLOOLQJQHVV�WR�FRPSO\
ZLWK�D�V\VWHP�RI�UXOH�UHJDUGOHVV�RI�KRZ�WKLV�LV�DFKLHYHG�
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/HJLWLPL]LQJ�SRZHU
7KH� FODVVLF� FRQWULEXWLRQ� WR� WKH� XQGHUVWDQGLQJ� RI� OHJLWLPDF\� DV� D
VRFLRORJLFDO�SKHQRPHQRQ�ZDV�SURYLGHG�E\�0D[�:HEHU��VHH�S�������:HEHU
ZDV� FRQFHUQHG� WR� FDWHJRUL]H� SDUWLFXODU� �V\VWHPVߝ RI� GRPLQDWLRQߞ�� DQG� WR
LGHQWLI\�LQ�HDFK�FDVH�WKH�EDVLV�RQ�ZKLFK�OHJLWLPDF\�ZDV�HVWDEOLVKHG��+H�GLG
WKLV� E\� FRQVWUXFWLQJ� WKUHH� LGHDO� W\SHV� �VHH� S�� ����� RU� FRQFHSWXDO�PRGHOV�
ZKLFK�KH�KRSHG�ZRXOG�KHOS�WR�PDNH�VHQVH�RI�WKH�KLJKO\�FRPSOH[�QDWXUH�RI
SROLWLFDO�UXOH��7KHVH�LGHDO�W\SHV�DPRXQW�WR�WKUHH�NLQGV�RI�DXWKRULW\�

WUDGLWLRQDO�DXWKRULW\
FKDULVPDWLF�DXWKRULW\
OHJDOߙUDWLRQDO�DXWKRULW\�

(DFK�RI�WKHVH�LV�FKDUDFWHUL]HG�E\�D�SDUWLFXODU�VRXUFH�RI�SROLWLFDO�OHJLWLPDF\
DQG��WKXV��GLIIHUHQW�UHDVRQV�WKDW�SHRSOH�PD\�KDYH�IRU�REH\LQJ�D�UHJLPH��,Q
WKH� SURFHVV�� :HEHU� VRXJKW� WR� XQGHUVWDQG� WKH� WUDQVIRUPDWLRQ� RI� VRFLHW\
LWVHOI�� FRQWUDVWLQJ� WKH� V\VWHPV� RI� GRPLQDWLRQ� IRXQG� LQ� UHODWLYHO\� VLPSOH
WUDGLWLRQDO� VRFLHWLHV� ZLWK� WKRVH� W\SLFDOO\� IRXQG� LQ� LQGXVWULDO� DQG� KLJKO\
EXUHDXFUDWLF�RQHV�

.(<�7+,1.(5�
��ߙ������5)%):�;0$���

6RXUFH��*HWW\�,PDJHV�+XOWRQ�$UFKLYH

*HUPDQ� SROLWLFDO� HFRQRPLVW� DQG� VRFLRORJLVW�� )ROORZLQJ� D
EUHDNGRZQ�LQ�������:HEHU�ZLWKGUHZ�IURP�DFDGHPLF�WHDFKLQJ��EXW
KH� FRQWLQXHG� WR� ZULWH� DQG� UHVHDUFK� XQWLO� WKH� HQG� RI� KLV� OLIH�� +H
ZDV� RQH� RI� WKH� IRXQGHUV� RI� PRGHUQ� VRFLRORJ\�� DQG� KH
FKDPSLRQHG�D�VFLHQWLILF�DQG�YDOXH�IUHH�DSSURDFK� WR�VFKRODUVKLS�
+H� DOVR� KLJKOLJKWHG� WKH� LPSRUWDQFH� WR� VRFLDO� DFWLRQ� RI� PHDQLQJ
DQG� FRQVFLRXVQHVV�� :HEHUߞV� LQWHUHVWV� UDQJHG� IURP� VRFLDO
VWUDWLILFDWLRQ�� ODZ��SRZHU�DQG�RUJDQL]DWLRQ� WR� UHOLJLRQ��+H� LV�EHVW
NQRZQ� IRU� WKH� WKHVLV� WKDW� WKH� 3URWHVWDQW� HWKLF� HQFRXUDJHV� WKH
GHYHORSPHQW� RI� FDSLWDOLVP�� DQG� IRU� KLV� DQDO\VLV� RI� EXUHDXFUDF\�
:HEHUߞV�PRVW� LQIOXHQWLDO�ZRUNV� LQFOXGH�7KH�3URWHVWDQW�(WKLF�DQG
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WKH�6SLULW�RI�&DSLWDOLVP� ��������7KH�6RFLRORJ\�RI�5HOLJLRQ� ������
DQG�(FRQRP\�DQG�6RFLHW\��������

&21&(37�
7UDGLWLRQ
7UDGLWLRQ�PD\�UHIHU�WR�DQ\WKLQJ�WKDW�LV�KDQGHG�GRZQ�RU
WUDQVPLWWHG�IURP�WKH�SDVW�WR�WKH�SUHVHQW��ORQJ�VWDQGLQJ�FXVWRPV
DQG�SUDFWLFHV��LQVWLWXWLRQV��VRFLDO�RU�SROLWLFDO�V\VWHPV��YDOXHV�DQG
EHOLHIV��DQG�VR�RQ���7UDGLWLRQ�WKXV�GHQRWHV�FRQWLQXLW\�ZLWK�WKH
SDVW��7KLV�FRQWLQXLW\�LV�XVXDOO\�XQGHUVWRRG�WR�OLQN�WKH�JHQHUDWLRQV�
DOWKRXJK�WKH�OLQH�EHWZHHQ�WKH�WUDGLWLRQDO�DQG�WKH�PHUHO\
IDVKLRQDEOH�LV�RIWHQ�LQGLVWLQFW7ߝ��UDGLWLRQDOߞ�VRFLHWLHV�DUH�RIWHQ
FRQWUDVWHG�ZLWKߝPRGHUQߞ�RQHV��WKH�IRUPHU�EHLQJ�VWUXFWXUHG�RQ�WKH
EDVLV�RI�VWDWXV��VHH�S�������DQG�E\�VXSSRVHGO\�RUJDQLF
KLHUDUFKLHV��DQG�WKH�ODWWHU�RQ�WKH�EDVLV�RI�FRQWUDFWXDO�DJUHHPHQW
DQG�E\�GHPRFUDWLF�SURFHVVHV�

:HEHUߞV� ILUVW� W\SH� RI� SROLWLFDO� OHJLWLPDF\� LV� EDVHG� RQ� ORQJ�HVWDEOLVKHG
FXVWRPV� DQG� WUDGLWLRQV� �VHH� S�� ����� ,Q� HIIHFW�� WUDGLWLRQDO� DXWKRULW\� LV
UHJDUGHG� DV� OHJLWLPDWH� EHFDXVH� LW� KDV� �DOZD\Vߝ H[LVWHGߞ�� LW� KDV� EHHQ
VDQFWLILHG� E\� KLVWRU\� EHFDXVH� HDUOLHU� JHQHUDWLRQV� KDYH� DFFHSWHG� LW�
7\SLFDOO\�� LW�RSHUDWHV�DFFRUGLQJ�WR�D�ERG\�RI�FRQFUHWH�UXOHV�� WKDW� LV��IL[HG
DQG� XQTXHVWLRQHG� FXVWRPV� WKDW� GR� QRW� QHHG� WR� EH� MXVWLILHG� EHFDXVH� WKH\
UHIOHFW� WKH�ZD\� WKLQJV�KDYH� DOZD\V�EHHQ��7KH�PRVW� REYLRXV� H[DPSOHV� RI
WUDGLWLRQDO�DXWKRULW\�DUH�IRXQG�DPRQJVW�WULEHV�RU�VPDOO�JURXSV�LQ�WKH�IRUP
RI� SDWULDUFKDOLVP� �WKH� GRPLQDWLRQ� RI� WKH� IDWKHU�ZLWKLQ� WKH� IDPLO\�� RU� WKH
�ߞPDVWHUߝ RYHU� KLV� VHUYDQWV�� DQG� JHURQWRFUDF\� �WKH� UXOH� RI� WKH� DJHG�
QRUPDOO\� UHIOHFWHG� LQ� WKH� DXWKRULW\� RI� YLOODJH� ���ߞHOGHUVߝ 7UDGLWLRQDO
DXWKRULW\�LV�FORVHO\�OLQNHG�WR�KHUHGLWDU\�V\VWHPV�RI�SRZHU�DQG�SULYLOHJH��DV
UHIOHFWHG�� IRU� H[DPSOH�� LQ� WKH� VXUYLYDO� RI� G\QDVWLF� UXOH� LQ� 6DXGL� $UDELD�
.XZDLW�DQG�0RURFFR��$OWKRXJK�LW�LV�RI�PDUJLQDO�VLJQLILFDQFH�LQ�DGYDQFHG
LQGXVWULDO� VRFLHWLHV�� WKH� VXUYLYDO� RI� PRQDUFK\� �VHH� S�� ������ DOEHLW� LQ� D
FRQVWLWXWLRQDO� IRUP�� LQ� WKH�8.��%HOJLXP�� WKH�1HWKHUODQGV� DQG�6SDLQ�� IRU
H[DPSOH��KHOSV� WR�VKDSH�SROLWLFDO�FXOWXUH�E\�NHHSLQJ�DOLYH�YDOXHV�VXFK�DV
GHIHUHQFH��UHVSHFW�DQG�GXW\�
:HEHUߞV� VHFRQG� IRUP� RI� OHJLWLPDWH� GRPLQDWLRQ� LV� FKDULVPDWLF� DXWKRULW\�
7KLV�IRUP�RI�DXWKRULW\�LV�EDVHG�RQ�WKH�SRZHU�RI�DQ�LQGLYLGXDOߞV�SHUVRQDOLW\�
WKDW� LV��RQ�KLV�RU�KHUߝ�FKDULVPDߞ��VHH�S�������2ZLQJ�QRWKLQJ� WR�D�SHUVRQߞV
VWDWXV�� VRFLDO� SRVLWLRQ� RU� RIILFH�� FKDULVPDWLF� DXWKRULW\� RSHUDWHV� HQWLUHO\
WKURXJK� WKH� FDSDFLW\�RI� D� OHDGHU� WR�PDNH�D�GLUHFW� DQG�SHUVRQDO� DSSHDO� WR
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IROORZHUV� DV� D� NLQG� RI� KHUR� RU� VDLQW�� $OWKRXJK� PRGHUQ� SROLWLFDO� OHDGHUV
VXFK� DV� GH� *DXOOH�� .HQQHG\� DQG� 7KDWFKHU� XQGRXEWHGO\� H[WHQGHG� WKHLU
DXWKRULW\� WKURXJK� WKHLU� SHUVRQDO� TXDOLWLHV� DQG� FDSDFLW\� WR� LQVSLUH� OR\DOW\�
WKLV�GLG�QRW�DPRXQW�WR�FKDULVPDWLF�OHJLWLPDF\��EHFDXVH�WKHLU�DXWKRULW\�ZDV
HVVHQWLDOO\�EDVHG�RQ�WKH�IRUPDO�SRZHUV�RI�WKH�RIILFHV�WKH\�KHOG��1DSROHRQ�
0XVVROLQL�� +LWOHU� �VHH� S�� ����� $\DWROODK� .KRPHLQL� �VHH� S�� ������ )LGHO
&DVWUR�DQG�&RORQHO�*DGGDIL�DUH�PRUH�DSSURSULDWH�H[DPSOHV�
+RZHYHU��FKDULVPDWLF�DXWKRULW\�LV�QRW�VLPSO\�D�JLIW�RU�D�QDWXUDO�SURSHQVLW\�
V\VWHPV� RI� SHUVRQDO� UXOH� DUH� LQYDULDEO\� XQGHUSLQQHG� E\� �FXOWVߝ RI
SHUVRQDOLW\ߞ� �VHH� S�� ������ WKH� XQGRXEWHG� SXUSRVH� RI� ZKLFK� LV� WR
�ߞPDQXIDFWXUHߝ FKDULVPD� �VHH� S�� ����� 1HYHUWKHOHVV�� ZKHQ� OHJLWLPDF\� LV
FRQVWUXFWHG� ODUJHO\�� RU� HQWLUHO\�� WKURXJK� WKH� SRZHU� RI� D� OHDGHUߞV
SHUVRQDOLW\�� WKHUH� DUH� XVXDOO\� WZR� FRQVHTXHQFHV�� 7KH� ILUVW� LV� WKDW�� DV
FKDULVPDWLF�DXWKRULW\� LV�QRW�EDVHG�RQ� IRUPDO� UXOHV�RU�SURFHGXUHV�� LW�RIWHQ
KDV� QR� OLPLWV�� 7KH� OHDGHU� LV� D� 0HVVLDK�� ZKR� LV� LQIDOOLEOH� DQG
XQTXHVWLRQDEOH�� WKH� PDVVHV� EHFRPH� IROORZHUV� RU� GLVFLSOHV�� ZKR� DUH
UHTXLUHG�RQO\�WR�VXEPLW�DQG�REH\��6HFRQG��VR�FORVHO\�LV�DXWKRULW\�OLQNHG�WR
D� VSHFLILF� LQGLYLGXDO�� WKDW� LW� LV� GLIILFXOW� IRU� D� V\VWHP� RI� SHUVRQDO� UXOH� WR
RXWOLYH� LWV� IRXQGLQJ� ILJXUH�� 7KLV� FHUWDLQO\� DSSOLHG� LQ� WKH� FDVH� RI� WKH
UHJLPHV�RI�1DSROHRQ��0XVVROLQL�DQG�+LWOHU�
:HEHUߞV� WKLUG� W\SH�RI� SROLWLFDO� OHJLWLPDF\�� OHJDOߙUDWLRQDO� DXWKRULW\�� OLQNV
DXWKRULW\� WR� D� FOHDUO\� DQG� OHJDOO\� GHILQHG� VHW� RI� UXOHV�� ,Q�:HEHUߞV� YLHZ�
OHJDOߙUDWLRQDO�DXWKRULW\� LV� WKH� W\SLFDO� IRUP�RI�DXWKRULW\�RSHUDWLQJ� LQ�PRVW
PRGHUQ� VWDWHV�� 7KH� SRZHU� RI� D� SUHVLGHQW�� SULPH�PLQLVWHU� RU� JRYHUQPHQW
RIILFLDO� LV�GHWHUPLQHG�LQ� WKH�ILQDO�DQDO\VLV�E\�IRUPDO��FRQVWLWXWLRQDO�UXOHV�
ZKLFK�FRQVWUDLQ�RU�OLPLW�ZKDW�DQ�RIILFH�KROGHU�LV�DEOH�WR�GR��7KH�DGYDQWDJH
RI�WKLV�IRUP�RI�DXWKRULW\�RYHU�ERWK�WUDGLWLRQDO�DQG�FKDULVPDWLF�DXWKRULW\�LV
WKDW��DV�LW�LV�DWWDFKHG�WR�DQ�RIILFH�UDWKHU�WKDQ�D�SHUVRQ��LW�LV�IDU�OHVV�OLNHO\�WR
EH�DEXVHG�RU� WR�JLYH� ULVH� WR� LQMXVWLFH��/HJDOߙUDWLRQDO�DXWKRULW\�� WKHUHIRUH�
PDLQWDLQV� OLPLWHG� JRYHUQPHQW� DQG�� LQ� DGGLWLRQ�� SURPRWHV� HIILFLHQF\
WKURXJK�D� UDWLRQDO�GLYLVLRQ�RI� ODERXU��+RZHYHU��:HEHU�DOVR� UHFRJQL]HG�D
GDUNHU� VLGH� WR� WKLV� W\SH� RI� SROLWLFDO� OHJLWLPDF\�� 7KH� SULFH� RI� JUHDWHU
HIILFLHQF\�ZRXOG��KH�IHDUHG��EH�D�PRUH�GHSHUVRQDOL]HG�DQG�LQKXPDQ�VRFLDO
HQYLURQPHQW�W\SLILHG�E\�WKH�UHOHQWOHVV�VSUHDG�RI�EXUHDXFUDWLF��VHH�S������
IRUPV�RI�RUJDQL]DWLRQ�

&21&(37�
&KDULVPD
&KDULVPD�ZDV�RULJLQDOO\�D�WKHRORJLFDO�WHUP�PHDQLQJ�WKHߝ�JLIW�RI
JUDFH��7ߞKLV�ZDV�VXSSRVHGO\�WKH�VRXUFH�RI�WKH�SRZHU�WKDW�-HVXV
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H[HUWHG�RYHU�KLV�GLVFLSOHV��$V�D�VRFLRSROLWLFDO�SKHQRPHQRQ�
FKDULVPD�UHIHUV�WR�FKDUP�RU�SHUVRQDO�SRZHU��WKH�FDSDFLW\�WR
HVWDEOLVK�OHDGHUVKLS��VHH�S�������WKURXJK�SV\FKRORJLFDO�FRQWURO
RYHU�RWKHUV��&KDULVPDWLF�DXWKRULW\�WKHUHIRUH�LQFOXGHV�WKH�DELOLW\�WR
LQVSLUH�OR\DOW\��HPRWLRQDO�GHSHQGHQFH��DQG�HYHQ�GHYRWLRQ�
$OWKRXJK�LW�LV�XVXDOO\�VHHQ�DV�Dߝ�QDWXUDOߞ�FDSDFLW\��DOO�SROLWLFDO
OHDGHUV�FXOWLYDWH�WKHLU�FKDULVPDWLF�TXDOLWLHV�WKURXJK�SURSDJDQGD�
SUDFWLVHG�RUDWRU\��DQG�KRQHG�SUHVHQWDWLRQDO�VNLOOV�

$OWKRXJK� :HEHUߞV� FODVVLILFDWLRQ� RI� W\SHV� RI� OHJLWLPDF\� LV� VWLOO� VHHQ� DV
UHOHYDQW��LW�DOVR�KDV�LWV�OLPLWDWLRQV��2QH�RI�WKHVH�LV�WKDW��LQ�IRFXVLQJ�RQ�WKH
OHJLWLPDF\�RI�D�SROLWLFDO�UHJLPH�RU�V\VWHP�RI�UXOH��LW�WHOOV�XV�OLWWOH�DERXW�WKH
FLUFXPVWDQFHV� LQ� ZKLFK� SROLWLFDO� DXWKRULW\� LV� FKDOOHQJHG� DV� D� UHVXOW� RI
XQSRSXODU� SROLFLHV�� RU� D� GLVFUHGLWHG� OHDGHU� RU� JRYHUQPHQW�� 0RUH
VLJQLILFDQWO\��DV�%HHWKDP��������SRLQWHG�RXW��WR�VHH�OHJLWLPDF\��DV�:HEHU
GLG�� DV� QRWKLQJ�PRUH� WKDQ� D� �EHOLHIߝ LQ� OHJLWLPDF\ߞ� LV� WR� LJQRUH� KRZ� LW� LV
EURXJKW�DERXW��7KLV�PD\� OHDYH� WKH�GHWHUPLQDWLRQ�RI� OHJLWLPDF\� ODUJHO\� LQ
WKH�KDQGV�RI�WKH�SRZHUIXO��ZKR�PD\�EH�DEOH�WRߝ�PDQXIDFWXUHߞ�ULJKWIXOQHVV
WKURXJK�SXEOLF�UHODWLRQV�FDPSDLJQV�DQG�WKH�OLNH�
%HHWKDP� VXJJHVWHG� WKDW� SRZHU� FDQ� RQO\� EH� VDLG� WR� EH� OHJLWLPDWH� LI� WKUHH
FRQGLWLRQV� DUH� IXOILOOHG�� )LUVW�� SRZHU� PXVW� EH� H[HUFLVHG� DFFRUGLQJ� WR
HVWDEOLVKHG�UXOHV��ZKHWKHU� WKHVH�DUH�HPERGLHG�LQ�IRUPDO� OHJDO�FRGHV�RU� LQ
LQIRUPDO�FRQYHQWLRQV��6HFRQG��WKHVH�UXOHV�PXVW�EH�MXVWLILHG�LQ�WHUPV�RI�WKH
VKDUHG�EHOLHIV�RI�WKH�JRYHUQPHQW�DQG�WKH�JRYHUQHG��7KLUG��OHJLWLPDF\�PXVW
EH�GHPRQVWUDWHG�E\�DQ�H[SUHVVLRQ�RI�FRQVHQW�RQ�WKH�SDUW�RI�WKH�JRYHUQHG�
7KLV�KLJKOLJKWV�WZR�NH\�IHDWXUHV�RI�WKH�OHJLWLPDWLRQ�SURFHVV��7KH�ILUVW�LV�WKH
H[LVWHQFH� RI� HOHFWLRQV� DQG� SDUW\� FRPSHWLWLRQ�� D� V\VWHP� WKURXJK� ZKLFK
SRSXODU�FRQVHQW�FDQ�EH�H[HUFLVHG��DV�GLVFXVVHG�EHORZ�LQ�FRQQHFWLRQ�ZLWK
GHPRFUDWLF�OHJLWLPDF\���7KH�VHFRQG�LV�WKH�H[LVWHQFH�RI�FRQVWLWXWLRQDO�UXOHV
WKDW�EURDGO\� UHIOHFW�KRZ�SHRSOH� IHHO� WKH\� VKRXOG�EH�JRYHUQHG� �ZKLFK�DUH
H[DPLQHG�LQ�&KDSWHU�����
/HJLWLPDWLRQ�FULVHV�DQG�UHYROXWLRQV
$Q�DOWHUQDWLYH�WR�WKH�:HEHULDQ�DSSURDFK�WR�OHJLWLPDF\�KDV�EHHQ�GHYHORSHG
E\� QHR�0DU[LVW� �VHH� S�� ���� WKHRULVWV�� :KLOH� RUWKRGR[� 0DU[LVWV� ZHUH
LQFOLQHG� WR�GLVPLVV� OHJLWLPDF\�DV�ERJXV��VHHLQJ� LW�DV�QRWKLQJ�PRUH� WKDQ�D
ERXUJHRLV�P\WK��PRGHUQ�0DU[LVWV�� IROORZLQJ�*UDPVFL� �VHH� S�� ������KDYH
DFNQRZOHGJHG� WKDW� FDSLWDOLVP� LV� LQ� SDUW� XSKHOG� E\� LWV� DELOLW\� WR� VHFXUH
SROLWLFDO�VXSSRUW��1HR�0DU[LVWV� VXFK�DV� -¼UJHQ�+DEHUPDV� �VHH�S������DQG
&ODXV�2IIH��������KDYH�WKHUHIRUH�IRFXVHG�DWWHQWLRQ�QRW�PHUHO\�RQ�WKH�FODVV
V\VWHP��EXW�DOVR�RQ�WKH�PDFKLQHU\�WKURXJK�ZKLFK�OHJLWLPDF\�LV�PDLQWDLQHG
�WKH�GHPRFUDWLF�SURFHVV��SDUW\�FRPSHWLWLRQ��ZHOIDUH�DQG�VRFLDO�UHIRUP��DQG
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VR� RQ��� 1HYHUWKHOHVV�� WKH\� KDYH� DOVR� KLJKOLJKWHG� ZKDW� WKH\� VHH� DV� WKH
LQKHUHQW� GLIILFXOW\� RI� OHJLWLPL]LQJ� D� SROLWLFDO� V\VWHP� WKDW� LV� EDVHG� RQ
XQHTXDO�FODVV�SRZHU��,Q�/HJLWLPDWLRQ�&ULVLV���������+DEHUPDV�LGHQWLILHG�D
VHULHV�RIߝ�FULVLV�WHQGHQFLHVߞ�ZLWKLQ�FDSLWDOLVW�VRFLHWLHV�WKDW�PDNH�LW�GLIILFXOW
IRU�WKHP�WR�PDLQWDLQ�SROLWLFDO�VWDELOLW\�WKURXJK�FRQVHQW�DORQH��$W�WKH�KHDUW
RI� WKLV� WHQVLRQ�� KH� DUJXHG�� OLH� FRQWUDGLFWLRQV� DQG� FRQIOLFWV� EHWZHHQ� WKH
ORJLF� RI� FDSLWDOLVW� DFFXPXODWLRQ�� RQ� WKH� RQH� KDQG�� DQG� WKH� SRSXODU
SUHVVXUHV�WKDW�GHPRFUDWLF�SROLWLFV�XQOHDVKHV��RQ�WKH�RWKHU�
)URP� WKLV� SHUVSHFWLYH�� FDSLWDOLVW� HFRQRPLHV� DUH� VHHQ� WR� EH� EHQW� RQ
UHPRUVHOHVV� H[SDQVLRQ�� GLFWDWHG� E\� WKH� SXUVXLW� RI� SURILW�� +RZHYHU�� WKH
H[WHQVLRQ� RI� SROLWLFDO� DQG� VRFLDO� ULJKWV� LQ� DQ� DWWHPSW� WR� EXLOG� OHJLWLPDF\
ZLWKLQ�VXFK�V\VWHPV�KDV�VWLPXODWHG�FRXQWHUYDLOLQJ�SUHVVXUHV��,Q�SDUWLFXODU�
WKH�GHPRFUDWLF�SURFHVV�KDV�OHG�WR�HVFDODWLQJ�GHPDQGV�IRU�VRFLDO�ZHOIDUH��DV
ZHOO� DV� IRU� LQFUHDVHG� SRSXODU� SDUWLFLSDWLRQ� DQG� VRFLDO� HTXDOLW\�� 7KH
UHVXOWLQJ�H[SDQVLRQ�RI�WKH�VWDWHߞV�UHVSRQVLELOLWLHV�LQWR�HFRQRPLF�DQG�VRFLDO
OLIH��DQG�WKH�LQH[RUDEOH�ULVH�RI�WD[DWLRQ�DQG�SXEOLF�VSHQGLQJ��QHYHUWKHOHVV
FRQVWUDLQ� FDSLWDOLVW� DFFXPXODWLRQ� E\� UHVWULFWLQJ� SURILW� OHYHOV� DQG
GLVFRXUDJLQJ�HQWHUSULVH��,Q�+DEHUPDVߞ�YLHZ��FDSLWDOLVW�GHPRFUDFLHV�FDQQRW
SHUPDQHQWO\�VDWLVI\�ERWK�SRSXODU�GHPDQGV�IRU�VRFLDO�VHFXULW\�DQG�ZHOIDUH
ULJKWV��DQG�WKH�UHTXLUHPHQWV�RI�D�PDUNHW�HFRQRP\�EDVHG�RQ�SULYDWH�SURILW�
)RUFHG�HLWKHU�WR�UHVLVW�SRSXODU�SUHVVXUHV�RU�WR�ULVN�HFRQRPLF�FROODSVH��VXFK
VRFLHWLHV�ZRXOG�ILQG�LW�LQFUHDVLQJO\�GLIILFXOW��DQG�HYHQWXDOO\�LPSRVVLEOH��WR
PDLQWDLQ� OHJLWLPDF\�� �7KH� LPSOLFDWLRQV� IRU�SROLWLFDO� VWDELOLW\�RI� HFRQRPLF
DQG�ILQDQFLDO�FULVHV�DUH�GLVFXVVHG�LQ�&KDSWHU����

.(<�7+,1.(5�
-�5*(1�+$%(50$6��ERUQ������

6RXUFH��*HWW\�,PDJHV�5DSKDHO�*DLOODUGH
*HUPDQ�SKLORVRSKHU�DQG�VRFLDO� WKHRULVW��$IWHU�JURZLQJ�XS�GXULQJ
WKH� 1D]L� SHULRG�� +DEHUPDV� ZDV� SROLWLFL]HG� E\� WKH� 1XUHPEHUJ
WULDOV� DQG� WKH� JURZLQJ� DZDUHQHVV� DIWHU� WKH� ZDU� RI� WKH
FRQFHQWUDWLRQ� DQG� GHDWK� FDPSV�� 'UDZQ� WR� VWXG\� ZLWK� $GRUQR
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�����ߙ����DQG�+RUNKHLPHU�������ߙ������KH�EHFDPH�WKH�OHDGLQJ
H[SRQHQW� RI� WKH� �VHFRQGߝ JHQHUDWLRQߞ� RI� WKH� )UDQNIXUW� 6FKRRO� RI
FULWLFDO� WKHRU\�� +DEHUPDVߞ� ZRUN� UDQJHV� RYHU� HSLVWHPRORJ\�� WKH
G\QDPLFV� RI� DGYDQFHG� FDSLWDOLVP�� WKH� QDWXUH� RI� UDWLRQDOLW\�� DQG
WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� VFLHQFH� DQG� SKLORVRSK\�� 'XULQJ
WKH�����V��KH�GHYHORSHG�FULWLFDO�WKHRU\�LQWR�ZKDW�EHFDPH�D�WKHRU\
RI� �FRPPXQLFDWLYHߝ DFWLRQߞ�� +DEHUPDVߞ� PDLQ� ZRUNV� LQFOXGH
7RZDUGV�D�5DWLRQDO�6RFLHW\� ��������7KHRU\� DQG�3UDFWLFH� ������
DQG�7KH�7KHRU\�RI�&RPPXQLFDWLYH�&RPSHWHQFH��������������

$�YHU\�VLPLODU�SUREOHP�KDV�EHHQ�LGHQWLILHG�VLQFH�WKH�����V�LQ�WKH�IRUP�RI
ZKDW� LV� FDOOHG� JRYHUQPHQW� ��ߞRYHUORDGߝ :ULWHUV� VXFK� DV� $QWKRQ\� .LQJ
�������DQG�5LFKDUG�5RVH��������DUJXHG�WKDW�JRYHUQPHQWV�ZHUH�ILQGLQJ�LW
LQFUHDVLQJO\�GLIILFXOW�WR�JRYHUQ�EHFDXVH�WKH\�ZHUH�VXEMHFW�WR�RYHU�GHPDQG�
7KLV� KDG� FRPH� DERXW� ERWK� EHFDXVH� SROLWLFLDQV� DQG� SROLWLFDO� SDUWLHV�ZHUH
HQFRXUDJHG� WR� RXWELG� RQH� DQRWKHU� LQ� WKH� DWWHPSW� WR� JHW� LQWR� SRZHU�� DQG
EHFDXVH�SUHVVXUH�JURXSV�ZHUH�DEOH�WR�EHVLHJH�JRYHUQPHQW�ZLWK�XQUHOHQWLQJ
DQG�LQFRPSDWLEOH�GHPDQGV��*RYHUQPHQWߞV�FDSDFLW\� WR�GHOLYHU�ZDV�IXUWKHU
XQGHUPLQHG� E\� D� JHQHUDO� GULIW� WRZDUGV� FRUSRUDWLVP� �VHH� S�� ����� WKDW
FUHDWHG� JURZLQJ� LQWHUGHSHQGHQFH� EHWZHHQ� JRYHUQPHQW� DJHQFLHV� DQG
RUJDQL]HG�JURXSV��+RZHYHU��ZKHUHDV�QHR�0DU[LVWV�EHOLHYHG�WKDW�WKHߝ�FULVLV
WHQGHQFLHVߞ� LGHQWLILHG� LQ� WKH�����V�ZHUH�EH\RQG�WKH�FDSDFLW\�RI�FDSLWDOLVW
GHPRFUDFLHV� WR�FRQWURO��RYHUORDG� WKHRULVWV� WHQGHG� WR�FDOO� IRU�D� VLJQLILFDQW
VKLIW�RI�SROLWLFDO�DQG�LGHRORJLFDO�SULRULWLHV�LQ�WKH�IRUP�RI�WKH�DEDQGRQPHQW
RI�Dߝ�ELJߞ�JRYHUQPHQW�DSSURDFK�
,Q�PDQ\�ZD\V��WKH�ULVH�RI�WKH�1HZ�5LJKW�VLQFH�WKH�����V�FDQ�EH�VHHQ�DV�D
UHVSRQVH� WR� WKLV� OHJLWLPDWLRQ�� RU� RYHUORDG�� FULVLV�� ,QIOXHQFHG� E\� FRQFHUQV
DERXW�D�JURZLQJ�ILVFDO�FULVLV�RI�WKH�ZHOIDUH�VWDWH��WKH�1HZ�5LJKW�DWWHPSWHG�WR
FKDOOHQJH� DQG� GLVSODFH� WKH� WKHRULHV� DQG� YDOXHV� WKDW� KDG� SUHYLRXVO\
OHJLWLPL]HG�WKH�SURJUHVVLYH�H[SDQVLRQ�RI�WKH�VWDWHߞV�UHVSRQVLELOLWLHV��,Q�WKLV
VHQVH�� WKH� 1HZ� 5LJKW� DPRXQWHG� WR� D� �KHJHPRQLFߝ SURMHFWߞ� WKDW� WULHG� WR
HVWDEOLVK�D�ULYDO�VHW�RI�SUR�LQGLYLGXDO�DQG�SUR�PDUNHW�YDOXHV�DQG�WKHRULHV�
7KLV� FRQVWLWXWHG� D� SXEOLF� SKLORVRSK\� WKDW� H[WROOHG� UXJJHG� LQGLYLGXDOLVP�
DQG� GHQLJUDWHG� WKH� �\QDQQߝ VWDWHߞ�� 7KH� VXFFHVV� RI� WKLV� SURMHFW� LV
GHPRQVWUDWHG�E\� WKH�IDFW� WKDW�VRFLDOLVW�SDUWLHV� LQ�VWDWHV�DV�GLIIHUHQW�DV� WKH
8.�� )UDQFH�� 6SDLQ�� $XVWUDOLD� DQG� 1HZ� =HDODQG� KDYH� DFFRPPRGDWHG
WKHPVHOYHV� WR� EURDGO\� VLPLODU� JRDOV� DQG� YDOXHV�� $V� WKLV� KDSSHQHG�� D
SROLWLFDO� FXOWXUH� WKDW� RQFH� HPSKDVL]HG� VRFLDO� MXVWLFH�� ZHOIDUH� ULJKWV� DQG
SXEOLF� UHVSRQVLELOLWLHV� JDYH� ZD\� WR� RQH� LQ� ZKLFK� FKRLFH�� HQWHUSULVH�
FRPSHWLWLRQ�DQG�LQGLYLGXDO�UHVSRQVLELOLW\�DUH�JLYHQ�SURPLQHQFH�
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)2&86�21�������
:+<�'2�5(92/87,216�2&&85"
:K\� GR� UHJLPHV� FROODSVH"� 6KRXOG� UHYROXWLRQV� EH� XQGHUVWRRG
SULPDULO\�LQ�SROLWLFDO�WHUPV��RU�DUH�WKH\�PRUH�D�UHIOHFWLRQ�RI�GHHSHU
HFRQRPLF� RU� VRFLDO� GHYHORSPHQWV"� &RQWUDVWLQJ� WKHRULHV� RI
UHYROXWLRQ�KDYH�EHHQ�DGYDQFHG�E\�0DU[LVWV�DQG�QRQ�0DU[LVWV��,Q
0DU[LVW�WKHRU\��UHYROXWLRQ�HPHUJHV�RXW�RI�FRQWUDGLFWLRQV�WKDW�H[LVW
DW� D� VRFLR�HFRQRPLF� OHYHO�� 0DU[� �VHH� S�� ���� EHOLHYHG� WKDW
UHYROXWLRQ�PDUNV� WKH� SRLQW� DW�ZKLFK� WKH� FODVV� VWUXJJOH� GHYHORSV
LQWR� RSHQ� FRQIOLFW�� OHDGLQJ� RQH� FODVV� WR� RYHUWKURZ� DQG� GLVSODFH
DQRWKHU�� -XVW� DV� WKH� )UHQFK� 5HYROXWLRQ� ZDV� LQWHUSUHWHG� DV� D
���UHYROXWLRQߞERXUJHRLVߝ WKH�5XVVLDQ�5HYROXWLRQ�ZDV�ODWHU�VHHQ�DV
D� �ߞSUROHWDULDQߝ UHYROXWLRQ� WKDW�VHW� LQ�PRWLRQ�D�SURFHVV� WKDW�ZRXOG
FXOPLQDWH� LQ� WKH� HVWDEOLVKPHQW� RI� VRFLDOLVP� DQG�� HYHQWXDOO\�� IXOO
FRPPXQLVP��+RZHYHU��UHYROXWLRQV�KDYH�QRW�FRPH�DERXW�DV�0DU[
IRUHFDVW�� 1RW� RQO\� KDYH� WKH\� WHQGHG� WR� RFFXU� LQ� UHODWLYHO\
EDFNZDUG� VRFLHWLHV�� QRW� �DV� KH� SUHGLFWHG�� LQ� WKH� DGYDQFHG
FDSLWDOLVW� FRXQWULHV�� EXW� 0DU[LVW� UHYROXWLRQV� ZHUH� RIWHQ� FRXS
Gߞ©WDWV�UDWKHU�WKDQ�SRSXODU�UHYROXWLRQV�

$� YDULHW\� RI� QRQ�0DU[LVW� WKHRULHV� RI� UHYROXWLRQ� KDYH� EHHQ
DGYDQFHG��6\VWHPV�WKHRULVWV�KDYH�DUJXHG�WKDW�UHYROXWLRQ�UHVXOWV
IURP� �ߞGLVHTXLOLEULXPߝ LQ� WKH� SROLWLFDO� V\VWHP�� EURXJKW� DERXW� E\
HFRQRPLF�� VRFLDO�� FXOWXUDO� RU� LQWHUQDWLRQDO� FKDQJHV� WR� ZKLFK� WKH
V\VWHP� LWVHOI� LV� LQFDSDEOH� RI� UHVSRQGLQJ� �ߙ WKH� �ߞRXWSXWVߝ RI
JRYHUQPHQW�EHFRPH�VWUXFWXUDOO\�RXW�RI� OLQH�ZLWK�WKH� ��7KHߞLQSXWVߝ
LGHD� RI� D� �UHYROXWLRQߝ RI� ULVLQJ� H[SHFWDWLRQVߞ� VXJJHVWV� WKDW
UHYROXWLRQV� RFFXU� ZKHQ� D� SHULRG� RI� HFRQRPLF� DQG� VRFLDO
GHYHORSPHQW� LV� DEUXSWO\� UHYHUVHG�� FUHDWLQJ� D� ZLGHQLQJ� JDS
EHWZHHQ�SRSXODU�H[SHFWDWLRQV�DQG�WKH�FDSDELOLWLHV�RI�JRYHUQPHQW�
7KH�FODVVLF�VWDWHPHQW�RI� WKLV� WKHRU\� LV� IRXQG� LQ�7HG�*XUUߞV�:K\
0HQ�5HEHO���������ZKLFK�OLQNV�UHEHOOLRQ�WRߝ�UHODWLYH�GHSULYDWLRQߞ�

7KH� VRFLDO�VWUXFWXUDO� WKHRU\� RI� UHYROXWLRQ� LPSOLHV� WKDW� UHJLPHV
XVXDOO\� VXFFXPE� WR� UHYROXWLRQ� ZKHQ�� WKURXJK� LQWHUQDWLRQDO
ZHDNQHVV�DQG�RU�GRPHVWLF�LQHIIHFWLYHQHVV��WKH\�ORVH�WKHLU�DELOLW\�
RU� WKH� SROLWLFDO� ZLOO�� WR� PDLQWDLQ� FRQWURO� WKURXJK� WKH� H[HUFLVH� RI
FRHUFLYH�SRZHU��7KHGD�6NRFSRO��������H[SODLQHG�WKH�RXWEUHDN�RI
WKH�)UHQFK��5XVVLDQ�DQG�&KLQHVH�UHYROXWLRQV�LQ�WKHVH�WHUPV��EXW
WKH\� FRXOG� HTXDOO\� EH� DSSOLHG� WR� WKH� VZLIW� DQG� ODUJHO\� EORRGOHVV
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FROODSVH� RI� WKH� (DVWHUQ� (XURSHDQ� FRPPXQLVW� UHJLPHV� LQ� WKH
DXWXPQ�DQG�ZLQWHU�RI������

)LVFDO�FULVLV�RI�WKH�ZHOIDUH�VWDWH��7KH�FULVLV�LQ�VWDWH�ILQDQFHV�WKDW
RFFXUV�ZKHQ�H[SDQGLQJ�VRFLDO�H[SHQGLWXUH�FRLQFLGHV�ZLWK�UHFHVVLRQ
DQG�GHFOLQLQJ�WD[�UHYHQXHV�
+RZHYHU�� OHJLWLPDWLRQ� FULVHV� PD\� KDYH� PRUH� GUDPDWLF� FRQVHTXHQFHV�
:KHQ� IDOWHULQJ� VXSSRUW� IRU� D� UHJLPH� FDQ� QR� ORQJHU� EH� PDQDJHG� E\
DGMXVWPHQWV� LQ� SXEOLF� SROLF\� RU� D� FKDQJH� LQ� OHDGHUVKLS�� OHJLWLPDF\� PD\
FROODSVH�DOWRJHWKHU��OHDGLQJ�HLWKHU�WR�D�UHVRUW�WR�UHSUHVVLRQ��RU�WR�UHYROXWLRQ�
:KLOH� HYROXWLRQDU\� FKDQJH� LV� XVXDOO\� WKRXJKW� RI� DV� UHIRUP�� UHYROXWLRQ
LQYROYHV� URRW�DQG�EUDQFK� FKDQJH�� 5HYROXWLRQV� UHFDVW� WKH� SROLWLFDO� RUGHU
HQWLUHO\�� W\SLFDOO\� EULQJLQJ� DERXW� DQ� DEUXSW� DQG� RIWHQ� YLROHQW� EUHDN�ZLWK
WKH� SDVW�� $OWKRXJK� WKHUH� LV� FRQVLGHUDEOH� GHEDWH� DERXW� WKH� FDXVHV� RI
UHYROXWLRQ��WKHUH�LV�OLWWOH�GRXEW�WKDW�UHYROXWLRQ�KDV�SOD\HG�D�FUXFLDO�UROH�LQ
VKDSLQJ� WKH� PRGHUQ� ZRUOG�� 7KH� $PHULFDQ� 5HYROXWLRQ� ������� OHG� WR� WKH
FUHDWLRQ� RI� D� FRQVWLWXWLRQDO� UHSXEOLF� LQGHSHQGHQW� IURP� %ULWDLQ� DQG� JDYH
SUDFWLFDO� H[SUHVVLRQ� WR� WKH� SULQFLSOH� RI� UHSUHVHQWDWLRQ�� 7KH� )UHQFK
5HYROXWLRQ� ������� VHW� RXW� WR� GHVWUR\� WKH� ROG� RUGHU� XQGHU� WKH� EDQQHU� RI
��DGYDQFLQJ�GHPRFUDWLF�LGHDOV�DQG�VSDUNLQJߞ\OLEHUW\��HTXDOLW\�DQG�IUDWHUQLWߝ
DQ� �DJHߝ RI� UHYROXWLRQߞ� LQ� HDUO\� QLQHWHHQWK�FHQWXU\� (XURSH�� 7KH� 5XVVLDQ
5HYROXWLRQ���������WKH�ILUVWߝ�FRPPXQLVWߞ�UHYROXWLRQ��SURYLGHG�D�PRGHO�IRU
VXEVHTXHQW� WZHQWLHWK�FHQWXU\� UHYROXWLRQV�� LQFOXGLQJ� WKH� &KLQHVH
5HYROXWLRQ� �������� WKH� &XEDQ� 5HYROXWLRQ� �������� WKH� 9LHWQDPHVH
5HYROXWLRQ� ������� DQG� WKH� 1LFDUDJXDQ� 5HYROXWLRQ� �������� 7KH� (DVWHUQ
(XURSHDQ� 5HYROXWLRQV� ������ߙ��� QHYHUWKHOHVV� UH�HVWDEOLVKHG� WKH� OLQN
EHWZHHQ� UHYROXWLRQ� DQG� WKH� SXUVXLW� RI� SROLWLFDO� GHPRFUDF\��1HYHUWKHOHVV�
WKH�LGHRORJLFDO�FKDUDFWHU�RI�D�UHYROXWLRQDU\�XSKHDYDO�PD\�EH�VLJQLILFDQWO\
RXW�RI�VWHS�ZLWK�VXEVHTXHQW�GHYHORSPHQWV��7KLV�FDQ�EH�VHHQ�LQ�WKH�FDVH�RI
WKH�$UDE�6SULQJ���������VHH�S������
5HYROXWLRQ��$�SRSXODU�XSULVLQJ��LQYROYLQJ�H[WUD�OHJDO�PDVV�DFWLRQ�
ZKLFK�EULQJV�DERXW�IXQGDPHQWDO�FKDQJH��D�FKDQJH�LQ�WKH�SROLWLFDO
V\VWHP�LWVHOI��DV�RSSRVHG�WR�PHUHO\�D�FKDQJH�RI�SROLF\�RU�JRYHUQLQJ
HOLWH�
5HIRUP��&KDQJH�EURXJKW�DERXW�ZLWKLQ�D�V\VWHP��XVXDOO\�E\
SHDFHIXO�DQG�LQFUHPHQWDO�PHDVXUHV��UHIRUP�LPSOLHV�LPSURYHPHQW�
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6RXUFH��*HWW\�,PDJHV�3RSSHUIRWR

*HRUJH�:DVKLQJWRQ�HQ�URXWH�WR�WKH�%DWWOH�RI�7UHQWRQ�������
GXULQJ�WKH�$PHULFDQ�:DU�RI�,QGHSHQGHQFH�WKDW�OHG�WR�WKH
FUHDWLRQ�RI�D�FRQVWLWXWLRQDO�UHSXEOLF�
'(02&5$7,&�/(*,7,0$&<
0RGHUQ�GLVFXVVLRQV�DERXW�OHJLWLPDF\�DUH�GRPLQDWHG�E\�LWV�UHODWLRQVKLS�WR
GHPRFUDF\��VR�PXFK�VR�WKDW�GHPRFUDWLF�OHJLWLPDF\�LV�QRZ�ZLGHO\�DFFHSWHG
DV� WKH� RQO\� PHDQLQJIXO� IRUP� RI� OHJLWLPDF\�� 7KH� FODLP� WKDW� D� SROLWLFDO
RUJDQL]DWLRQ�LV�OHJLWLPDWH�PD\�WKHUHIRUH�EH�LQWULQVLFDOO\�OLQNHG�WR�LWV�FODLP
WR� EH� GHPRFUDWLF��7KH� QH[W�PDLQ� VHFWLRQ� H[DPLQHV� FRPSHWLQJ�PRGHOV� RI
GHPRFUDWLF�UXOH�DQG�GHEDWHV�KRZ�GHPRFUDF\�RSHUDWHV�LQ�SUDFWLFH��EXW�WKLV
VHFWLRQ� FRQVLGHUV� KRZ�� DQG� KRZ� UHOLDEO\�� GHPRFUDF\� LV� OLQNHG� WR
OHJLWLPDF\�
'HPRFUDF\�FDQ�EH�VHHQ�WR�SURPRWH�OHJLWLPDF\�LQ�DW�OHDVW�WKUHH�ZD\V��,Q�WKH
ILUVW�SODFH��LW�GRHV�VR�WKURXJK�FRQVHQW��$OWKRXJK�FLWL]HQV�GR�QRW�H[SOLFLWO\
JLYH� WKHLU� FRQVHQW� WR� EH� JRYHUQHG�� WKHUHE\� LQYHVWLQJ� SROLWLFDO� DXWKRULW\
ZLWK� D� IRUPDO� �ULJKWߝ WR� UXOHߞ�� WKH\� GR� VR� LPSOLFLWO\� HDFK� WLPH� WKH\
SDUWLFLSDWH� LQ� WKH� SROLWLFDO� SURFHVV�� ,Q� WKLV� UHVSHFW�� GHPRFUDF\� XQGHUSLQV
OHJLWLPDF\�E\�H[SDQGLQJ�WKH�RSSRUWXQLWLHV�IRU�SROLWLFDO�SDUWLFLSDWLRQ��PRVW
LPSRUWDQWO\� WKURXJK� WKH�DFW�RI�YRWLQJ��EXW� DOVR� WKURXJK�DFWLYLWLHV� VXFK�DV
MRLQLQJ� D� SROLWLFDO� SDUW\� RU� LQWHUHVW� JURXS� RU� E\� HQJDJLQJ� LQ� SURWHVWV� RU
GHPRQVWUDWLRQV��3ROLWLFDO�SDUWLFLSDWLRQ��LQ�WKLV�VHQVH��ELQGV�JRYHUQPHQW�DQG
WKH�SHRSOH��HQFRXUDJLQJ�WKH�ODWWHU�WR�YLHZ�WKH�UXOHV�RI�WKH�SROLWLFDO�JDPH�DV
ULJKWIXO�DQG�VR�WR�DFFHSW�WKDW�WKH\�KDYH�DQ�REOLJDWLRQ�WR�UHVSHFW�DQG�REH\
WKRVH�LQ�DXWKRULW\�
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&RQVHQW��$VVHQW�RU�SHUPLVVLRQ��LQ�SROLWLFV��XVXDOO\�DQ�DJUHHPHQW�WR
EH�JRYHUQHG�RU�UXOHG�
6HFRQG��WKH�HVVHQFH�RI�GHPRFUDWLF�JRYHUQDQFH�LV�D�SURFHVV�RI�FRPSURPLVH�
FRQFLOLDWLRQ�DQG�QHJRWLDWLRQ��WKURXJK�ZKLFK�ULYDO�LQWHUHVWV�DQG�JURXSV�ILQG
D�ZD\�RI�OLYLQJ�WRJHWKHU�LQ�UHODWLYH�SHDFH��UDWKHU�WKDQ�UHVRUWLQJ�WR�IRUFH�DQG
WKH�XVH�RI�QDNHG�SRZHU��7KH�PHFKDQLVPV� WKURXJK�ZKLFK� WKLV�QRQ�YLROHQW
FRQIOLFW� UHVROXWLRQ� WDNHV�SODFH��QRWDEO\�HOHFWLRQV��DVVHPEO\�GHEDWHV��SDUW\
FRPSHWLWLRQ��DQG�VR�IRUWK��WKXV�WHQG�WR�HQMR\�EURDG�SRSXODU�VXSSRUW�DV�WKH\
HQVXUH�WKDW�SRZHU�LV�ZLGHO\�GLVSHUVHG��HDFK�JURXS�KDYLQJ�D�SROLWLFDO�YRLFH
RI� VRPH� NLQG� RU� RWKHU�� 7KLUG�� GHPRFUDF\� RSHUDWHV� DV� D� IHHGEDFN� V\VWHP
WKDW�WHQGV�WRZDUGV�ORQJ�WHUP�SROLWLFDO�VWDELOLW\��DV�LW�EULQJV�WKHߝ�RXWSXWVߞ�RI
JRYHUQPHQW� LQWR� OLQH� ZLWK� WKH� �ߞLQSXWVߝ RU� SUHVVXUHV� SODFHG� XSRQ� LW�� $V
GHPRFUDF\� SURYLGHV� D� PHFKDQLVP� WKURXJK� ZKLFK� JRYHUQPHQWV� FDQ� EH
UHPRYHG�DQG�SXEOLF�SROLF\�FKDQJHG��LW�WHQGV�WR�NHHSߝ�GLVHTXLOLEULXPߞ�LQ�WKH
SROLWLFDO�V\VWHP�WR�D�PLQLPXP��HQDEOLQJ�OHJLWLPDWLRQ�FULVHV�WR�EH�PDQDJHG
HIIHFWLYHO\� DQG� VXEVWDQWLDOO\� XQGHUPLQLQJ� WKH� SRWHQWLDO� IRU� FLYLO� VWULIH�
UHEHOOLRQ�RU�UHYROXWLRQ�
1HYHUWKHOHVV�� WKH� QRWLRQ� RI� DQ� LQWULQVLF� OLQN� EHWZHHQ� OHJLWLPDF\� DQG
GHPRFUDF\� KDV� DOVR� EHHQ� TXHVWLRQHG�� 6RPH�� IRU� H[DPSOH�� DUJXH� WKDW� WKH
KLJK� OHYHOV� RI� SROLWLFDO� VWDELOLW\� DQG� ORZ� LQFLGHQFH� RI� FLYLF� VWULIH� DQG
SRSXODU� UHEHOOLRQ� LQ� GHPRFUDWLF� VRFLHWLHV� FDQ� EH� H[SODLQHG� PRUH
SHUVXDVLYHO\�E\�IDFWRUV�RWKHU�WKDQ�GHPRFUDF\��7KHVH�LQFOXGH�WKH�IDFW�WKDW�
KDYLQJ� LQ� WKH� PDLQ� DGYDQFHG� FDSLWDOLVW� HFRQRPLHV�� GHPRFUDWLF� VRFLHWLHV
WHQG� WR� HQMR\� ZLGHVSUHDG� SURVSHULW\� DQG� DUH� HIIHFWLYH� LQ� �GHOLYHULQJߝ WKH
JRRGV��7ߞKLV� LV� NQRZQ� DV�SHUIRUPDQFH� OHJLWLPDF\�� 'HPRFUDWLF� OHJLWLPDF\
PD\� WKHUHIRUH� EH� OHVV� VLJQLILFDQW� WKDQ� �FDSLWDOLVWߝ OHJLWLPDF\ߞ�� $� IXUWKHU
IDFWRU�LV�WKDW�GHPRFUDWLF�VRFLHWLHV�WHQG�WR�EH�OLEHUDO�DV�ZHOO�DV�GHPRFUDWLF�
OLEHUDO� GHPRFUDF\� �VHH� S�� ���� EHLQJ� WKH� GRPLQDQW� IRUP� RI� GHPRFUDF\
ZRUOGZLGH�� /LEHUDO� VRFLHWLHV� RIIHU� ZLGH� RSSRUWXQLWLHV� IRU� SHUVRQDO
IUHHGRP�� VHOI�H[SUHVVLRQ� DQG� VRFLDO� PRELOLW\�� DQG� WKHVH� PD\� EH� DV
LPSRUWDQW��RU�SHUKDSV�PRUH� LPSRUWDQW�� LQ�PDLQWDLQLQJ�OHJLWLPDF\�WKDQ�WKH
RSSRUWXQLWLHV�WKDW�GHPRFUDF\�RIIHUV�IRU�SROLWLFDO�SDUWLFLSDWLRQ�
3HUIRUPDQFH�OHJLWLPDF\��7KH�FDSDFLW\�RI�D�UHJLPH�WR�JHQHUDWH
SXEOLF�DFFHSWDQFH�DQG�D�VHQVH�RI�ULJKWIXOQHVV�WKURXJK�WKH�GHOLYHU\
RI�IDYRXUDEOH�HFRQRPLF�DQG�VRFLDO�RXWFRPHV�
,V�GHPRFUDF\�IDLOLQJ�WR�GHOLYHU"
(YHQ�LI�GHPRFUDF\�LV�DFFHSWHG�DV�WKH�SULQFLSDO�PHFKDQLVP�WKURXJK�ZKLFK
OHJLWLPDF\�LV�SURPRWHG��WKHUH�DUH�UHDVRQV�IRU�WKLQNLQJ�WKDW�LWV�HIIHFWLYHQHVV
LQ�WKLV�UHVSHFW�PD\�EH�IDOWHULQJ��,Q�SDUWLFXODU��D�JURZLQJ�QXPEHU�RI�PDWXUH
GHPRFUDWLF� VRFLHWLHV� DSSHDU� WR� EH� DIIOLFWHG� E\� D� VHQVH� RI� SROLWLFDO
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GLVHQFKDQWPHQW�DQG�GLVDIIHFWLRQ��7KLVߝ�GHPRFUDWLF�PDODLVHߞ��VHHQ�E\�VRPH
DV�D�FULVLV�LQ�GHPRFUDF\��KDV�EHHQ�H[SUHVVHG�LQ�WZR�PDLQ�ZD\V��)LUVW��WKHUH
KDV�EHHQ�D�WUHQG�WRZDUGV�SRSXODU�GLVHQJDJHPHQW�ZLWK�HVWDEOLVKHG�SROLWLFDO
SURFHVVHV��UHIOHFWHG�LQ�WKH�GHFOLQH�LQ�OHYHOV�RI�SROLWLFDO�SDUWLFLSDWLRQ��0DQ\
PDWXUH� GHPRFUDFLHV� KDYH� WKXV� H[SHULHQFHG� IDOOV� LQ� HOHFWRUDO� WXUQRXW�� DV
ZHOO� DV� IDOOV� LQ� WKH�PHPEHUVKLS�DQG�DFWLYLVW�EDVH�RI�PDLQVWUHDP�SROLWLFDO
SDUWLHV�� �7KLV� GHYHORSPHQW� LV� H[DPLQHG� LQ� JUHDWHU� GHWDLO� LQ� &KDSWHU� ����
6HFRQG�� QHZ� SROLWLFDO� IRUFHV� KDYH� HPHUJHG� WR� WKUHDWHQ�� RU� DW� OHDVW� VLW
XQHDVLO\�ZLWK��FRQYHQWLRQDO�GHPRFUDWLF�VWUXFWXUHV��7KLV�KDV�EHHQ�HYLGHQW�LQ
WKH� ULVH�RI�SROLWLFDO� ��ߞRXWVLGHUVߝ VXFK�DV�'RQDOG�7UXPS��DQG� WKH�DGYDQFH�
HVSHFLDOO\�DFURVV�PXFK�RI�(XURSH��RI�SRSXOLVW�RU�DQWL�HVWDEOLVKPHQW�SDUWLHV
DQG� PRYHPHQWV�� 7KH� UHODWLRQVKLS� EHWZHHQ� SRSXOLVP� �VHH� S�� ���� DQG
GHPRFUDF\�LV�QHYHUWKHOHVV�ERWK�FRPSOH[�DQG�FRQWHVWHG��VHH�S������

32/,7,&6�,1�$&7,21�������
7+(�$5$%�635,1*��5(92/87,21�5(9(56('"
(YHQW�� 7KH� �UDE$ߝ 6SULQJߞ� ZDV� D� UHYROXWLRQDU\� ZDYH� RI
GHPRQVWUDWLRQV�DQG�SURWHVWV�WKDW�VZHSW�WKURXJK�1RUWK�$IULFD�DQG
SDUWV�RI�WKH�0LGGOH�(DVW�GXULQJ�������WRSSOLQJ�IRXU�GLFWDWRUV��7KH
SURFHVV�ZDV�LQLWLDWHG�E\�7XQLVLDߞVߝ�-DVPLQHߞ�UHYROXWLRQ��LQ�ZKLFK�D
JURZLQJ�ZDYH�RI�DQWL�JRYHUQPHQW� UDOOLHV� LQ�HDUO\� -DQXDU\� WXUQHG
LQWR�D�QDWLRQZLGH�UHYROW�GXH�WR�LQFLGHQFHV�RI�SROLFH�UHSUHVVLRQ��2Q
���-DQXDU\��3UHVLGHQW�%HQ�$OL�IOHG�WKH�FRXQWU\��EULQJLQJ�DQ�HQG�WR
KLV� ���\HDU� UXOH�� ,QVSLUHG� E\� HYHQWV� LQ� 7XQLVLD�� (J\SWLDQ
GHPRQVWUDWRUV� WRRN� WR� WKH� VWUHHWV�RQ���� -DQXDU\�� FDOOLQJ� IRU� WKH
UHPRYDO� RI� 3UHVLGHQW� +RVQL� 0XEDUDN�� 7DKLU� 6TXDUH� LQ� &DLUR
EHFRPLQJ� WKH� FHQWUH� RI� SURWHVWV�� 8QGHU� JURZLQJ� SUHVVXUH� IURP
WKH� (J\SWLDQ� PLOLWDU\� DQG� DIWHU� ��� GD\V� RI� SURWHVWV�� 0XEDUDN
UHVLJQHG�RQ����)HEUXDU\�� ,Q�/LE\D�� WKH����\HDU�UXOH�RI�3UHVLGHQW
0XDPPDU�*DGDIIL�ZDV�EURXJKW�WR�DQ�HQG�E\�DQ���PRQWK�FLYLO�ZDU
LQ� ZKLFK� UHEHO� IRUFHV� ZHUH� VXSSRUWHG� E\� 1$72� DHULDO� DWWDFNV�
*DGGDILߞV�GHDWK�RQ����2FWREHU�VLJQDOOHG�WKH�ILQDO�FROODSVH�RI�KLV
UHJLPH�� 2WKHU� VLJQLILFDQW� SRSXODU� XSULVLQJV� LQ� WKH� $UDE� ZRUOG
RFFXUUHG� LQ� <HPHQ� �ZKHUH� 3UHVLGHQW� 6DOHK� ZDV� IRUFHG� IURP
SRZHU�LQ�1RYHPEHU��������LQ�6\ULD��DJDLQVW�3UHVLGHQW�$VVDG��DQG
LQ�%DKUDLQ�

6LJQLILFDQFH�� 7KH� $UDE� 6SULQJ� SURYLGHG� D� GUDPDWLF
GHPRQVWUDWLRQ�RI�WKH�XQSUHGLFWDELOLW\�RI�UHYROXWLRQV��LQ�WKDW�LW�PD\
WDNH�\HDUV�EHIRUH� WKH� IXOO�FRQVHTXHQFHV�RI�D� UHYROXWLRQ�EHFRPH
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FOHDU�� 7KH� GRPLQDQW� LQLWLDO� LQWHUSUHWDWLRQ� RI� WKH� $UDE� 6SULQJ�� DW
OHDVW� DPRQJ�:HVWHUQ� FRPPHQWDWRUV��ZDV� WKDW� LW� FRQVWLWXWHG� WKH
ILUVW�VWDJH� LQ� WKH� WUDQVLWLRQ�RI� WKH�ZLGHU� UHJLRQ� IURP�DXWRFUDWLF� WR
GHPRFUDWLF� UXOH�� 'HPRFUDF\�� LQ� VKRUW�� ZDV� FRPLQJ� WR� WKH� $UDE
ZRUOG��&HUWDLQO\��WKH�NH\�GHPDQGV�RI�WKH�RYHUZKHOPLQJO\�VHFXODU
SURWHVWHUV� ZHUH� WKH� LQWURGXFWLRQ� RI� :HVWHUQ�VW\OH� GHPRFUDWLF
UHIRUP��QRWDEO\�IUHHLQJ�HOHFWLRQV��WKH�UXOH�RI�ODZ�DQG�SURWHFWLRQ�IRU
FLYLO� OLEHUWLHV�� )XUWKHUPRUH�� ZKHUH� UHJLPHV� FROODSVHG�� WKLV� ZDV
XVXDOO\�DFFRPSDQLHG�E\�D�SURPLVH�WR�KROG�IUHH�HOHFWLRQV��DV�GXO\
RFFXUUHG� LQ� 2FWREHU� ����� LQ� 7XQLVLD� DQG� GXULQJ� 1RYHPEHUߙ
'HFHPEHU�RI�WKH�VDPH�\HDU�LQ�(J\SW��,QGHHG��DOWKRXJK�LWV�IXWXUH
UHPDLQV� XQFHUWDLQ� LQ� YLHZ� RI� FRQWLQXLQJ� SRSXODU� GLVFRQWHQW� RYHU
FRUUXSWLRQ�DQG�HFRQRPLF�VWDJQDWLRQ��7XQLVLD�KDV�FRPH�FORVHVW�WR
UHDOL]LQJ� WKH�H[SHFWDWLRQ�RI� D�GHPRFUDWLF� WUDQVLWLRQ�� ,Q� ������ IRU
H[DPSOH�� D� QHZ� 7XQLVLDQ� FRQVWLWXWLRQ�� ZKLFK� LQFUHDVHG� KXPDQ
ULJKWV� DQG� JHQGHU� HTXDOLW\� DQG� ODLG� WKH� EDVLV� IRU� D� QHZ
SDUOLDPHQWDU\�V\VWHP�RI�JRYHUQPHQW��FDPH�LQWR�IRUFH��(OHFWLRQV�
ZKLFK�ZHUH�DOVR�KHOG�ODWHU�LQ�WKH�\HDU��ZHUH�ZLGHO\�GHHPHG�WR�EH
UHODWLYHO\�IUHH�DQG�IDLU�

6RXUFH��*HWW\�,PDJHV�0RQLTXH�-DTXHV

+RZHYHU�� WKH� QDVFHQW� GHPRFUDWLF� UHYROXWLRQ� TXLFNO\� ZHQW� LQWR
UHYHUVH� LQ� RWKHU� FRXQWULHV�� ,Q� (J\SW�� IRU� H[DPSOH�� 0XEDUDNߞV
RYHUWKURZ�JDYH� ULVH� WR� DQ� LQFUHDVLQJO\� EUXWDO� VWUXJJOH� IRU� SRZHU
EHWZHHQ� WKH� 0XVOLP� %URWKHUKRRG� DQG� UHVXUJHQW� DUPHG� IRUFHV�
SUHYLRXVO\�WKH�OLQFKSLQ�RI�WKH�0XEDUDN�UHJLPH��7KLV�VWUXJJOH�ZDV
HYHQWXDOO\�UHVROYHG�LQ������ZKHQ�0RKDPHG�0RUVL��ZKR�KDG�EHHQ
HOHFWHG� SUHVLGHQW� LQ� -XQH� ����� ZLWK� WKH� VXSSRUW� RI� WKH� 0XVOLP
%URWKHUKRRG��ZDV�RYHUWKURZQ� LQ�D�PLOLWDU\�FRXS��7KH� LQVWDOODWLRQ
RI�*HQHUDO�HO�6LVL�DV�WKH�QHZ�SUHVLGHQW�PDUNHG�WKH�HIIHFWLYH�HQG
RI� WKH�$UDE�6SULQJ� LQ�(J\SW�� ,Q� WKH�FDVH�RI�/LE\D�� WKH�RXVWLQJ�RI

���



*DGGDIL�ZDV�IROORZHG�E\�D�GHVFHQW�LQWR�SRVW�UHYROXWLRQDU\�FKDRV
DQG� FRQIXVLRQ�� LQ� ZKLFK� ORFDO� ZDUORUGV�� IRUHLJQ� WHUURULVW� JURXSV
DQG�HOHPHQWV�IURP�WKH�*DGGDIL�UHJLPH�YLHG�IRU�SRZHU��7KH�PRVW
SURIRXQG�DQG�GLVWXUELQJ� FRQVHTXHQFHV�RI� WKH�$UDE�6SULQJ�ZHUH
IHOW�LQ�6\ULD��KRZHYHU��7KH�FRQIOLFW�LQ�6\ULD�HVFDODWHG�TXLFNO\�DIWHU
WKH� 6\ULDQ� DUP\� ZDV� GHSOR\HG� WR� VXSSUHVV� GHPRQVWUDWLRQV
DJDLQVW�WKH�$VVDG�UHJLPH��ZLWKLQ�PRQWKV�GHYHORSLQJ�LQWR�D�KLJKO\
FRPSOH[�DQG�VHHPLQJO\�LQWUDFWDEOH�FLYLO�ZDU�LQ�ZKLFK�KXQGUHGV�RI
WKRXVDQGV� RI� SHRSOH� KDYH� GLHG�� 7KHVH� HYHQWV� GHPRQVWUDWH� WKH
ORQJ�WHUP� UHVLOLHQFH� RI� DXWKRULWDULDQLVP�� ZKHQ� SRSXODU
GHPRQVWUDWLRQV� IDLO� WR�GLVORGJH� WKH� LQVWLWXWLRQDO�SURSV�RI� WKH� ߞROGߝ
UHJLPH�� HVSHFLDOO\� WKH� PLOLWDU\�� DQG� ZKHQ� IRUHLJQ� SRZHUV� DUH
SUHSDUHG�WR�LQWHUYHQH�WR�VDIHJXDUG�DQ�XQSRSXODU�JRYHUQPHQW��DV
RFFXUUHG�LQ�6\ULD�LQ�WKH�FDVH�RI�,UDQ�DQG�5XVVLD�

)2&86�21�������
,6�3238/,60�$�'(02&5$7,&�)25&("
7KH� UHODWLRQVKLS� EHWZHHQ� SRSXOLVP� DQG� GHPRFUDF\� KDV� EHHQ
VXUURXQGHG� E\� GHEDWH� DQG� FRQWURYHUV\�� )URP� RQH� SHUVSHFWLYH�
SRSXOLVP�KDV�DQ�HVVHQWLDOO\�GHPRFUDWLF�FKDUDFWHU��UHIOHFWHG�LQ�WKH
IDFW�WKDW�ERWK�SRSXOLVP�DQG�GHPRFUDF\�HQGRUVH�WKH�SULQFLSOHV�RI
SRSXODU�VRYHUHLJQW\�DQG�PDMRULW\� UXOH��6RPH�� LQGHHG��DUJXH� WKDW
SRSXOLVP�RSHUDWHV�DV�D�FRUUHFWLYH�WR�GHPRFUDF\��LQ�WKDW�LW�VHUYHV
DV�D�PRXWKSLHFH�IRU�JURXSV�WKDW�IHHO�H[FOXGHG�IURP�WKH�FROOHFWLYH
GHFLVLRQ�PDNLQJ�SURFHVV��7KLV� LV�ZK\�SRSXOLVW�XSVXUJHV�W\SLFDOO\
RFFXU� LQ� WKH� FRQWH[W� RI� IODZHG� RU� G\VIXQFWLRQDO� GHPRFUDWLF
V\VWHPV� WKDW� DUH� IDLOLQJ�� IRU�ZKDWHYHU� UHDVRQ�� WR� JLYH� D� SROLWLFDO
YRLFH�WR�VLJQLILFDQW�VHFWLRQV�RI�WKH�SXEOLF�

1HYHUWKHOHVV�� LW� LV�GLIILFXOW� WR�GHQ\� WKDW�SRSXOLVP� LV�DW�RGGV�ZLWK
WKH� GRPLQDQW� OLEHUDO� PRGHO� RI� GHPRFUDF\�� 7KLV� LV� EHFDXVH� WKH
SRSXOLVW� DVVHUWLRQ� WKDW� WKH� LQVWLQFWV� DQG� ZLVKHV� RI� WKH� SHRSOH
FRQVWLWXWH�WKH�VROH� OHJLWLPDWH�JXLGH�WR�SROLWLFDO�DFWLRQ�LPSOLHV�WKDW
QRWKLQJ�VKRXOG�EH�DOORZHG�WR�VWDQG�LQ�WKH�ZD\�RI�WKH�SRSXODU�ZLOO�
3RSXOLVWV�DUH�WKHUHIRUH�OLNHO\�WR�VKRZ�OLWWOH�UHVSHFW�IRU�WKHߝ�OLEHUDOߞ
DVSHFWV�RI� OLEHUDO�GHPRFUDF\�� WKRVH� WKDW�DUH�GHVLJQHG� WR�XSKROG
OLPLWHG� JRYHUQPHQW�� VXFK� DV� SURWHFWLRQV� IRU� LQGLYLGXDO� DQG
PLQRULW\� ULJKWV��PHGLD� IUHHGRP�� WKH� UXOH� RI� ODZ�� DQG� LQVWLWXWLRQDO
FKHFNV�DQG�EDODQFHV�

)LQDOO\�� SRSXOLVP� KDV� VLPSO\� EHHQ� YLHZHG� DV� D� WKUHDW� WR
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GHPRFUDF\��7KH�XQGHPRFUDWLF� VLGH� RI� SRSXOLVP�GHULYHV� IURP� LWV
PRQLVWLF� QDWXUH�� �WKHߝ �SXUH�� SHRSOHߞ� EHLQJ� FRQFHLYHG� RI� DV� D
VLQJOH�� KRPRJHQHRXV� HQWLW\�� 7KLV� PHDQV� WKDW� SRSXOLVWV� DOZD\V
RSSRVH� SOXUDOLVP�� DQG� VR� DUH� LQFOLQHG� WR� GHQ\� WKH� OHJLWLPDF\� RI
WKHLU� RSSRQHQWV�� 0RUHRYHU�� SRSXOLVWV� DUH�� DW� EHVW�� ERJXV
GHPRFUDWV�� LQ� WKDW�� UDWKHU� WKDQ� OHDYLQJ� WKH� SHRSOH� WR� VSHDN� IRU
WKHPVHOYHV��WKH\�W\SLFDOO\�UHO\�RQ�SHUVRQDO�OHDGHUVKLS�WR�FRQVWUXH
DQG�DUWLFXODWH� WKH�SHRSOHߞV� �ߞWUXHߝ LQWHUHVWV��7KLV�ERWK�FUHDWHV� WKH
GDQJHU�WKDW�SRSXOLVW�OHDGHUV�PD\��LQ�HIIHFW��VXEVWLWXWH�WKHPVHOYHV
IRU�WKH�SHRSOH��DQG�KLJKOLJKWV�SDUDOOHOV�EHWZHHQ�SRSXOLVP�DQG�WKH
IDVFLVWߝ�OHDGHU�SULQFLSOHߞ��GLVFXVVHG�LQ�&KDSWHU�����

+RZ�DQG�ZK\�KDYH�PDWXUH�GHPRFUDWLF�VRFLHWLHV�VXFFXPEHG�WR�WKLV�XSVXUJH
LQ� SRSXOLVP"� 'HPRFUDF\ߞV� WUDGLWLRQDO� VXFFHVV� LQ� JHQHUDWLQJ� OHJLWLPDF\
ZDV� OLQNHG� WR� LWV�DELOLW\��DV�D�PHFKDQLVP�IRU�GLVSHUVLQJ�SRZHU�� WR�HQVXUH
WKDW�DOO�LQGLYLGXDOV�DQG�JURXSV�KDG�D�SROLWLFDO�YRLFH��HYHQ�LI�WKLV�H[WHQGHG
OLWWOH� EH\RQG� KDYLQJ� WKH� ULJKW� WR� YRWH�� 'HPRFUDF\�� DV� DQ� HVVHQWLDOO\
HJDOLWDULDQ�IRUFH��WKXV�WHQGHG�WR�FRXQWHUDFW�FDSLWDOLVPߞV�LQKHUHQW�WHQGHQF\
WRZDUGV� LQHTXDOLW\�� 7KLV�� LQ� SUDFWLFH�� ZDV� DFKLHYHG� WKURXJK� WKH
FRQVWUXFWLRQ�RI� V\VWHPV�RI� VRFLDO�SURWHFWLRQ��DLPHG�DW�DOOHYLDWLQJ�SRYHUW\
DQG�RWKHU�IRUPV�RI�KDUGVKLS�
+RZHYHU�� LQ� D� SURFHVV� WKDW� VWDUWHG� LQ� WKH� ILQDO� GHFDGHV� RI� WKH� WZHQWLHWK
FHQWXU\��EXW�ZKLFK�KDV�EHFRPH�PRUH�DFXWH�VLQFH�WKH�JOREDO�ILQDQFLDO�FULVLV
RI� ��ߙ������ GHPRFUDF\ߞV� DELOLW\� WR� JHQHUDWH� OHJLWLPDF\� KDV� EHHQ
FRPSURPLVHG�E\�GHYHORSPHQWV� WKDW�KDYH� OHIW�JURZLQJ�VHFWLRQV�RI�VRFLHW\
IHHOLQJ�SROLWLFDOO\�H[FOXGHG��3HRSOH�WKHUHIRUH�EHOLHYH�WKDW�WKH�FRQYHQWLRQDO
GHPRFUDWLF� V\VWHP� GRHV� QRW� �ߞZRUNߝ IRU� WKHP�� &KLHI� DPRQJ� WKH
GHYHORSPHQWV�KDYH�EHHQ�WKH�WUHQG�WRZDUGV�QHROLEHUDOLVP��VHH�S�������DQG
WKH� DGYDQFH� RI� JOREDOL]DWLRQ� �VHH� S�� ������ 1HROLEHUDOLVP� KDV� KDG
FKDOOHQJLQJ�LPSOLFDWLRQV�IRU�GHPRFUDF\��LQ�WKDW�WKH�VKLIW�LW�VHHNV�WR�IRVWHUߙ�
DZD\� IURP� WKH� VWDWH� DQG� LQ� IDYRXU�RI� WKH�PDUNHWߙ��KDV� W\SLFDOO\� OHG� WR� D
ZLGHQLQJ�JDS�EHWZHHQ�WKH�ULFK�DQG�WKH�SRRU��:KLOH�WD[�FXWV�DQG�ILQDQFLDO
GHUHJXODWLRQ�KDYH�PDLQO\� EHQHILWHG� SHRSOH�ZKR� DUH�ZHOO�RII�� WKH� UROOLQJߝ
EDFNߞ�RI�ZHOIDUH�SURYLVLRQ�KDV�WHQGHG�WR�GLVDGYDQWDJH�SHRSOH�ZKR�DUH�OHVV
ZHOO�RII�� 7KH� DGYHQW� RI� QHROLEHUDOLVP�� IURP� WKH� ����V� RQZDUGV�� WKXV
UHYHUVHG�WKH�JHQHUDO�SRVW������WUHQG�WRZDUGV�JUHDWHU�HTXDOLW\�

&21&(37�
/LEHUDO�GHPRFUDF\
$� OLEHUDO� GHPRFUDF\� LV� D� SROLWLFDO� UHJLPH� LQ� ZKLFK� D� ߞOLEHUDOߝ
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FRPPLWPHQW�WR�OLPLWHG�JRYHUQPHQW�LV�EOHQGHG�ZLWK�Dߝ�GHPRFUDWLFߞ
EHOLHI� LQ�SRSXODU�UXOH�� ,WV�NH\�IHDWXUHV�DUH������ WKH�ULJKW� WR�UXOH� LV
JDLQHG� WKURXJK� VXFFHVV� LQ� UHJXODU� DQG� FRPSHWLWLYH� HOHFWLRQV�
EDVHG�RQ�XQLYHUVDO�DGXOW�VXIIUDJH������FRQVWUDLQWV�RQ�JRYHUQPHQW
LPSRVHG�E\�D�FRQVWLWXWLRQ��LQVWLWXWLRQDO�FKHFNV�DQG�EDODQFHV��DQG
SURWHFWLRQV� IRU� LQGLYLGXDO� DQG�PLQRULW\� ULJKWV�� DQG� ���� D� YLJRURXV
FLYLO�VRFLHW\�LQFOXGLQJ�D�SULYDWH�HQWHUSULVH�HFRQRP\��LQGHSHQGHQW
WUDGH�XQLRQV��DQG�D�IUHH�SUHVV��7KH�WHUPV�OLEHUDO�GHPRFUDF\�DQG
SOXUDOLVW�GHPRFUDF\��VHH�S�������DUH�RIWHQ�XVHG�LQWHUFKDQJHDEO\�

$V� IDU� DV� JOREDOL]DWLRQ� LV� FRQFHUQHG�� LWV� WHQGHQF\� WR� GHVWDELOL]H� WKH
GHPRFUDWLF�V\VWHP�GHULYHV��LQ�SDUW��IURP�WKH�PDUNHGO\�UHGXFHG�FDSDFLW\�RI
JRYHUQPHQWV�WR�FRQWURO�WKHLUߝ�ERUGHUOHVVߞ�HFRQRPLHV��+RZHYHU��DW�OHDVW�DV
VLJQLILFDQW� KDV� EHHQ� WKH� JHQHUDWLRQ�� HVSHFLDOO\� LQ� PDWXUH� GHPRFUDWLF
VRFLHWLHV�� RI� QHZ� VRFLDO� FOHDYDJHV�� LQ� WKH� IRUP� RI� WHQVLRQV� EHWZHHQ� WKH
ZLQQHUV� DQG� ORVHUV� RI� WKH� JOREDOL]DWLRQ� SURFHVV�� 7KH� SUREOHP� IRU
GHPRFUDF\�LV�WKDW�WKRVH�WKDW�KDYH�ORVW�RXW�LQ�WKH�QHZ�ZRUOG�RI�LQWHQVLILHG
IRUHLJQ� FRPSHWLWLRQ�� WUDQVQDWLRQDO� SURGXFWLRQ�� LQFUHDVHG�PLJUDWRU\� IORZV
DQG��VRPHWLPHV��JOREDO�VOXPSV�DUH�GLIILFXOW� WR�UHDFK�EHFDXVH�WKH\�WHQG�WR
EHOLHYH�WKDW�FRQYHQWLRQDO�SROLWLFDO�SURFHVVHV�DUH�ELDVHG�LQ�IDYRXU�RI�HOLWH�RU
HVWDEOLVKPHQW�LQWHUHVWV��7KLV��WKHQ��PDNHV�WKHP�VXVFHSWLEOH�WR�WKH�DSSHDO�RI
RWKHU�SROLWLFDO�PHVVDJHV�DQG�RWKHU�SROLWLFDO�YRLFHV�
1RQ�GHPRFUDWLF�OHJLWLPDF\
,I� GHPRFUDF\� LV� WDNHQ� WR� EH� WKH� RQO\� JHQXLQH� EDVLV� IRU� OHJLWLPDF\�� WKLV
LPSOLHV� WKDW� QRQ�GHPRFUDWLF� UHJLPHV� DUH�� E\� WKHLU� QDWXUH�� LOOHJLWLPDWH�
1HYHUWKHOHVV�� VRPH� DXWKRULWDULDQ� UHJLPHV� VXUYLYH� IRU�PDQ\�GHFDGHV�ZLWK
UHODWLYHO\�OLWWOH�HYLGHQFH�RI�PDVV�SROLWLFDO�GLVDIIHFWLRQ��VWLOO�OHVV�FRQFHUWHG
RSSRVLWLRQ��&OHDUO\�� WKLV�FDQ�YHU\�ODUJHO\�EH�H[SODLQHG�WKURXJK�WKH�XVH�RI
FRHUFLRQ�DQG�UHSUHVVLRQ��IHDU�UDWKHU�WKDQ�FRQVHQW�EHLQJ�WKH�SULQFLSDO�PHDQV
WKURXJK�ZKLFK� FLWL]HQV� DUH� HQFRXUDJHG� WR� REH\� WKH� VWDWH��+RZHYHU��QRQ�
GHPRFUDWLF�UHJLPHV�UDUHO\�VHHN�WR�FRQVROLGDWH�WKHLU�KROG�RQ�SRZHU�WKURXJK
FRHUFLRQ� DORQH�� 7KH\� W\SLFDOO\� DGRSW� D� WZR�SURQJHG� DSSURDFK� LQ� ZKLFK
SROLWLFDO� FRQWURO� LV� H[HUFLVHG� DORQJVLGH� FODLPV� WR� OHJLWLPDF\�� %XW�� LQ� WKH
DEVHQFH� RI� GHPRFUDF\��ZKDW�PHDQV� RI� OHJLWLPDWLRQ� DUH� DYDLODEOH� WR� VXFK
UHJLPHV"
7KUHH� NH\� IRUPV� RI� QRQ�GHPRFUDWLF� OHJLWLPDWLRQ� KDYH� EHHQ� XVHG�� )LUVW�
HOHFWLRQV�� DOEHLW� RQH�SDUW\�� VRPHWLPHV� QRQ�FRPSHWLWLYH� RU� ��ߞULJJHGߝ KDYH
EHHQ�XVHG�WR�JLYH�D�UHJLPH�D�GHPRFUDWLF�ID§DGH��KHOSLQJ�ERWK�WR�FUHDWH�WKH
LPSUHVVLRQ� RI� SRSXODU� VXSSRUW� DQG� WR� GUDZ� SHRSOH� LQWR� D� ULWXDOL]HG
DFFHSWDQFH� RI� WKH� UHJLPH�� 7KLV� OHJLWLPDWLRQ� GHYLFH� ZDV� XVHG� LQ� 1D]L
*HUPDQ\� DQG� )DVFLVW� ,WDO\�� DQG� KDV� DOVR� EHHQ� XVHG� LQ�$IULFDQ� RQH�SDUW\
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VWDWHV� DQG� FRPPXQLVW� UHJLPHV�� 6HFRQG�� QRQ�GHPRFUDWLF� UHJLPHV� KDYH
VRXJKW� WR� FRPSHQVDWH� IRU� WKHLU� ODFN� RI� SROLWLFDO� ULJKWV� E\� SHUIRUPDQFH
OHJLWLPDWLRQ��EDVHG�RQ�WKHLU�DELOLW\�WR�GHOLYHU��DPRQJVW�RWKHU�WKLQJV��ULVLQJ
OLYLQJ�VWDQGDUGV��SXEOLF�RUGHU��LPSURYHG�HGXFDWLRQ�DQG�KHDOWK�FDUH��DQG�VR
IRUWK�� &RPPXQLVW� UHJLPHV� WKXV� HPSKDVL]H� WKH� GHOLYHU\� RI� D� SDFNDJH� RI
VRFLR�HFRQRPLF� EHQHILWV� WR� WKHLU� FLWL]HQV�� D� VWUDWHJ\� WKDW� FRQWLQXHV� WR� EH
SUDFWLVHG� E\� &KLQD� WKURXJK� LWV� FDSDFLW\� WR� JHQHUDWH� KLJK� DQG� VXVWDLQHG
OHYHOV�RI�HFRQRPLF�JURZWK��,QGHHG��VRPH�KDYH�DUJXHG�WKDW�QRQ�GHPRFUDWLF
UHJLPHV�PD\� HQMR\� DGYDQWDJHV� RYHU� GHPRFUDWLF� RQHV� LQ� WKLV� UHVSHFW�� QRW
OHDVW� EHFDXVH� RI� WKHLU� DELOLW\� WR� XQGHUWDNH� PDMRU� SURMHFWV� RI� HFRQRPLF
UHVWUXFWXULQJ��UHVLVWLQJ�WKH�SUHVVXUHV�JHQHUDWHG�E\�VKRUW�WHUP�XQSRSXODULW\
LQ�WKH�KRSH�RI�JLYLQJ�ORQJ�WHUP�UHZDUGV�
7KLUG�� LGHRORJLFDO� OHJLWLPDWLRQ� KDV� EHHQ� XVHG�� HLWKHU� LQ� DQ� DWWHPSW� WR
XSKROG� WKH� OHDGHUߞV�� PLOLWDU\ߞV� RU� SDUW\ߞV� ULJKW� WR� UXOH�� RU� WR� HVWDEOLVK
EURDGHU�JRDOV�DQG�SULQFLSOHV� WKDW� LQYHVW� WKH�ODUJHU�UHJLPH�ZLWK�D�VHQVH�RI
ULJKWIXOQHVV�� ([DPSOHV� RI� WKH� IRUPHU� LQFOXGH� *DPDO� $EGHO� 1DVVHUߞV
SRUWUD\DO�RI�WKH�(J\SWLDQ�PLOLWDU\�DV�WKHߝ�YDQJXDUG�RI�WKH�UHYROXWLRQߞ�DIWHU
LWV������FRXS��DQG�&RORQHO�*DGGDILߞV�SURFODPDWLRQ�RI�Dߝ�*UHHQ�UHYROXWLRQߞ
DIWHU� VHL]LQJ� SRZHU� LQ�/LE\D� LQ� ������([DPSOHV� RI� WKH� ODWWHU� LQFOXGH� WKH
HPSKDVLV� RQ� 0DU[LVP�/HQLQLVP� LQ� FRPPXQLVW� VWDWHV� DQG� WKH� XVH� RI
:DKKDELVP�WR�VXSSRUW�PRQDUFKLFDO�UXOH�LQ�6DXGL�$UDELD��+RZHYHU��ZKHQ
VXFK� VWUDWHJLHV� IDLO�� DOO� VHPEODQFH� RI� OHJLWLPDWLRQ� HYDSRUDWHV� DQG� QRQ�
GHPRFUDWLF� UHJLPHV� DUH� IRUFHG� HLWKHU� WR� UHVRUW� WR� SURJUHVVLYHO\� PRUH
GUDFRQLDQ�PHDQV�RI� VXUYLYDO��RU� HOVH� WKH\�FROODSVH� LQ� WKH� IDFH�RI�SRSXODU
XSULVLQJV�
'(02&5$&<
8QGHUVWDQGLQJ�GHPRFUDF\
'HEDWHV� DERXW� GHPRFUDF\� H[WHQG� ZHOO� EH\RQG� LWV� UHODWLRQVKLS� WR
OHJLWLPDF\��7KHVH�VWHP��PRVW�EDVLFDOO\��IURP�FRQIXVLRQ�RYHU�WKH�QDWXUH�RI
GHPRFUDF\�� 7KH� RULJLQV� RI� WKH� WHUP� �ߞ\GHPRFUDFߝ FDQ� EH� WUDFHG� EDFN� WR
$QFLHQW� *UHHFH�� /LNH� RWKHU� ZRUGV� HQGLQJ� LQ� �ߞ\FUDFߝ �IRU� H[DPSOH�
DXWRFUDF\�� DULVWRFUDF\� DQG� EXUHDXFUDF\��� GHPRFUDF\� LV� GHULYHG� IURP� WKH
*UHHN�ZRUG�NUDWRV��PHDQLQJ�SRZHU��RU�UXOH��'HPRFUDF\�WKXV�PHDQVߝ�UXOH
E\� WKH�GHPRVߞ� �WKH�GHPRV� UHIHUULQJ� WR� �WKHߝ SHRSOHߞ�� DOWKRXJK� WKH�*UHHNV
RULJLQDOO\� XVHG� WKLV� WR� PHDQ� �WKHߝ SRRUߞ� RU� �WKHߝ PDQ\ߞ��� +RZHYHU�� WKH
VLPSOH�QRWLRQ�RIߝ�UXOH�E\�WKH�SHRSOHߞ�GRHV�QRW�JHW�XV�YHU\�IDU��7KH�SUREOHP
ZLWK� GHPRFUDF\� KDV� EHHQ� LWV� YHU\� SRSXODULW\�� D� SRSXODULW\� WKDW� KDV
WKUHDWHQHG�WKH�WHUPߞV�XQGRLQJ�DV�D�PHDQLQJIXO�SROLWLFDO�FRQFHSW��,Q�EHLQJ
DOPRVW�XQLYHUVDOO\�UHJDUGHG�DV�Dߝ�JRRG�WKLQJߞ��GHPRFUDF\�KDV�FRPH�WR�EH
XVHG�DV�OLWWOH�PRUH�WKDQ�Dߝ�KXUUDK��ZRUGߞ��LPSO\LQJ�DSSURYDO�RI�D�SDUWLFXODU
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VHW� RI� LGHDV� RU� V\VWHP� RI� UXOH�� ,Q� %HUQDUG� &ULFNߞV� ������� ZRUGV�
GHPRFUDF\�LV�SHUKDSV�WKH�PRVW�SURPLVFXRXV�ZRUG�LQ�WKH�ZRUOG�RI�SXEOLFߝ
DIIDLUVߞ��$�WHUP�WKDW�FDQ�PHDQ�DQ\WKLQJ�WR�DQ\RQH�LV�LQ�GDQJHU�RI�PHDQLQJ
QRWKLQJ�DW�DOO��$PRQJVW�WKH�PHDQLQJV�WKDW�KDYH�EHHQ�DWWDFKHG�WR�WKH�ZRUG
��DUH�WKH�IROORZLQJߞ\GHPRFUDFߝ

D�V\VWHP�RI�UXOH�E\�WKH�SRRU�DQG�GLVDGYDQWDJHG
D�IRUP�RI�JRYHUQPHQW�LQ�ZKLFK�WKH�SHRSOH�UXOH�WKHPVHOYHV�GLUHFWO\�DQG
FRQWLQXRXVO\�� ZLWKRXW� WKH� QHHG� IRU� SURIHVVLRQDO� SROLWLFLDQV� RU� SXEOLF
RIILFLDOV
D�VRFLHW\�EDVHG�RQ�HTXDO�RSSRUWXQLW\�DQG�LQGLYLGXDO�PHULW��UDWKHU�WKDQ
KLHUDUFK\�DQG�SULYLOHJH
D� V\VWHP� RI� ZHOIDUH� DQG� UHGLVWULEXWLRQ� DLPHG� DW� QDUURZLQJ� VRFLDO
LQHTXDOLWLHV
D�V\VWHP�RI�GHFLVLRQ�PDNLQJ�EDVHG�RQ�WKH�SULQFLSOH�RI�PDMRULW\�UXOH
D� V\VWHP�RI� UXOH� WKDW� VHFXUHV� WKH� ULJKWV�DQG� LQWHUHVWV�RI�PLQRULWLHV�E\
SODFLQJ�FKHFNV�XSRQ�WKH�SRZHU�RI�WKH�PDMRULW\
D�PHDQV�RI�ILOOLQJ�SXEOLF�RIILFHV�WKURXJK�D�FRPSHWLWLYH�VWUXJJOH�IRU�WKH
SRSXODU�YRWH
D� V\VWHP� RI� JRYHUQPHQW� WKDW� VHUYHV� WKH� LQWHUHVWV� RI� WKH� SHRSOH
UHJDUGOHVV�RI�WKHLU�SDUWLFLSDWLRQ�LQ�SROLWLFDO�OLIH�

3HUKDSV�D�PRUH�KHOSIXO�VWDUWLQJ�SRLQW�IURP�ZKLFK�WR�FRQVLGHU�WKH�QDWXUH�RI
GHPRFUDF\� LV� $EUDKDP� /LQFROQߞV� *HWW\VEXUJ� $GGUHVV� �������� /LQFROQ
H[WROOHG� WKH�YLUWXHV� RI�ZKDW� KH� FDOOHG� �JRYHUQPHQWߝ RI� WKH�SHRSOH�� E\� WKH
SHRSOH��DQG�IRU�WKH�SHRSOHߞ��:KDW�WKLV�PDNHV�FOHDU�LV�WKDW�GHPRFUDF\�OLQNV
JRYHUQPHQW�WR�WKH�SHRSOH��EXW�WKDW�WKLV�OLQN�FDQ�EH�IRUJHG�LQ�D�QXPEHU�RI
ZD\V�� JRYHUQPHQW� RI�� E\� DQG� IRU� WKH� SHRSOH�� 7KLV� VHFWLRQ� H[SORUHV� WKH
LPSOLFDWLRQV� RI� WKHVH� OLQNV� E\� FRQVLGHULQJ� WKUHH� TXHVWLRQV��:KR� DUH� WKH
SHRSOH"�,Q�ZKDW�VHQVH�VKRXOG�WKH�SHRSOH�UXOH"�$QG�KRZ�IDU�VKRXOG�SRSXODU
UXOH�H[WHQG"
:KR�DUH�WKH�SHRSOH"
2QH�RI�WKH�FRUH�IHDWXUHV�RI�GHPRFUDF\�LV�WKH�SULQFLSOH�RI�SROLWLFDO�HTXDOLW\�
WKH� QRWLRQ� WKDW� SROLWLFDO� SRZHU� VKRXOG� EH� GLVWULEXWHG� DV� ZLGHO\� DQG� DV
HYHQO\�DV�SRVVLEOH��+RZHYHU��ZLWKLQ�ZKDW�ERG\�RU�JURXS�VKRXOG�WKLV�SRZHU
EH�GLVWULEXWHG"�,Q�VKRUW��ZKR�FRQVWLWXWHVߝ�WKH�SHRSOH�2"ߞQ�WKH�IDFH�RI�LW��WKH
DQVZHU� LV� VLPSOH�� �WKHߝ GHPRVߞ�� RU� �WKHߝ SHRSOHߞ�� VXUHO\� UHIHUV� WR� DOO� WKH
SHRSOH��WKDW�LV�� WKH�HQWLUH�SRSXODWLRQ�RI�WKH�FRXQWU\��,Q�SUDFWLFH��KRZHYHU�
HYHU\� GHPRFUDWLF� V\VWHP� KDV� UHVWULFWHG� SROLWLFDO� SDUWLFLSDWLRQ�� VRPHWLPHV
VHYHUHO\�
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3ROLWLFDO�HTXDOLW\
3ROLWLFDO�HTXDOLW\�PHDQV��EURDGO\��DQ�HTXDO�GLVWULEXWLRQ�RI�SROLWLFDO
SRZHU�DQG�LQIOXHQFH��3ROLWLFDO�HTXDOLW\�FDQ�WKXV�EH�WKRXJKW�RI�DV
WKH�FRUH�SULQFLSOH�RI�GHPRFUDF\�� LQ� WKDW� LW�HQVXUHV� WKDW��KRZHYHU
�LV�GHILQHG��HDFK�LQGLYLGXDO�PHPEHU�FDUULHV�WKH�VDPHߞWKH�SHRSOHߝ
ZHLJKW��DOO�YRLFHV�DUH�HTXDOO\�ORXG��7KLV�FDQ�EH�XQGHUVWRRG�LQ�WZR
ZD\V�� ,Q� OLEHUDO�GHPRFUDWLF� WKHRU\�� SROLWLFDO� HTXDOLW\� LPSOLHV� DQ
HTXDO�GLVWULEXWLRQ�RI�SROLWLFDO� ULJKWV�� WKH� ULJKW� WR�YRWH�� WKH� ULJKW� WR
VWDQG� IRU� HOHFWLRQ�� DQG� VR� RQ�� ,Q� FRQWUDVW�� VRFLDOLVWV�� DPRQJVW
RWKHUV�� OLQN� SROLWLFDO� LQIOXHQFH� WR� IDFWRUV� VXFK� DV� WKH� FRQWURO� RI
HFRQRPLF� UHVRXUFHV� DQG� DFFHVV� WR� WKH� PHDQV� RI� PDVV
FRPPXQLFDWLRQ�

$V�QRWHG��HDUO\�*UHHN�ZULWHUV�XVXDOO\�XVHG�GHPRV� WR� UHIHU� WR� �ߞ\WKH�PDQߝ
WKDW� LV�� WKH� GLVDGYDQWDJHG� DQG� XVXDOO\� SURSHUW\OHVV� PDVVHV�� 'HPRFUDF\
WKHUHIRUH� LPSOLHG� QRW� SROLWLFDO� HTXDOLW\�� EXW� D� ELDV� WRZDUGV� WKH� SRRU�� ,Q
*UHHN�FLW\�VWDWHV��SROLWLFDO�SDUWLFLSDWLRQ�ZDV�UHVWULFWHG�WR�D�WLQ\�SURSRUWLRQ
RI� WKH�SRSXODWLRQ��PDOH�FLWL]HQV�RYHU� WKH�DJH�RI����� WKHUHE\�H[FOXGLQJ�DOO
ZRPHQ��VODYHV�DQG�IRUHLJQHUV��6WULFW�UHVWULFWLRQV�RQ�YRWLQJ�DOVR�H[LVWHG�LQ
PRVW�:HVWHUQ� VWDWHV� XQWLO� ZHOO� LQWR� WKH� WZHQWLHWK� FHQWXU\�� XVXDOO\� LQ� WKH
IRUP� RI� D� SURSHUW\� TXDOLILFDWLRQ� RU� WKH� H[FOXVLRQ� RI� ZRPHQ�� 8QLYHUVDO
VXIIUDJH�ZDV� QRW� HVWDEOLVKHG� LQ� WKH�8.�XQWLO� ������ZKHQ�ZRPHQ� JDLQHG
IXOO�YRWLQJ�ULJKWV�� ,Q� WKH�86$�� LW�ZDV�QRW�DFKLHYHG�XQWLO� WKH�HDUO\�����V�
ZKHQ�$IULFDQ�$PHULFDQ�SHRSOH�LQ�PDQ\�6RXWKHUQ�VWDWHV�ZHUH�DEOH�WR�YRWH
IRU�WKH�ILUVW�WLPH��DQG�LQ�6ZLW]HUODQG�XQLYHUVDO�VXIIUDJH�ZDV�HVWDEOLVKHG�LQ
����� ZKHQ� ZRPHQ� ZHUH� HYHQWXDOO\� HQIUDQFKLVHG�� 1HYHUWKHOHVV�� DQ
LPSRUWDQW�UHVWULFWLRQ�FRQWLQXHV�WR�EH�SUDFWLVHG�LQ�DOO�GHPRFUDWLF�V\VWHPV�LQ
WKH�IRUP�RI�WKH�H[FOXVLRQ�RI�FKLOGUHQ�IURP�SROLWLFDO�SDUWLFLSDWLRQ��DOWKRXJK
WKH� DJH� RI�PDMRULW\� UDQJHV� IURP���� GRZQ� WR� DV� ORZ� DV� ��� �DV� LQ� ,UDQLDQ
SUHVLGHQWLDO� HOHFWLRQV� XS� WR� ������� 7HFKQLFDO� UHVWULFWLRQV� DUH� DOVR� RIWHQ
SODFHG�RQ��IRU�H[DPSOH��WKH�FHUWLILDEO\�LQVDQH�DQG�LPSULVRQHG�FULPLQDOV�
$OWKRXJK� �WKHߝ SHRSOHߞ� LV� QRZ� DFFHSWHG� DV� PHDQLQJ� YLUWXDOO\� DOO� DGXOW
FLWL]HQV�� WKH� WHUP� FDQ� EH� FRQVWUXHG� LQ� D� QXPEHU� RI� GLIIHUHQW� ZD\V�� 7KH
SHRSOH�� IRU� LQVWDQFH�� FDQ� EH� YLHZHG� DV� D� VLQJOH�� FRKHVLYH� ERG\�� ERXQG
WRJHWKHU�E\�D�FRPPRQ�RU�FROOHFWLYH� LQWHUHVW�� LQ� WKLV�VHQVH�� WKH�SHRSOH�DUH
RQH�DQG�LQGLYLVLEOH��6XFK�D�YLHZ�WHQGV�WR�JHQHUDWH�D�PRGHO�RI�GHPRFUDF\
WKDW��OLNH�5RXVVHDXߞV��VHH�S������WKHRU\��H[DPLQHG�LQ�WKH�QH[W�PDLQ�VHFWLRQ�
IRFXVHV�XSRQ�WKHߝ�JHQHUDO�ZLOOߞ�RU�FROOHFWLYH�ZLOO�� UDWKHU� WKDQ� WKHߝ�SULYDWH
ZLOOߞ�RI�HDFK�LQGLYLGXDO��$OWHUQDWLYHO\��DV�GLYLVLRQ�DQG�GLVDJUHHPHQW�H[LVW
ZLWKLQ�DOO�FRPPXQLWLHVߝ��WKH�SHRSOHߞ�PD\�LQ�SUDFWLFH�EH�WDNHQ�WR�PHDQߝ�WKH
PDMRULW\ߞ��,Q�WKLV�FDVH��GHPRFUDF\�FRPHV�WR�PHDQ�WKH�VWULFW�DSSOLFDWLRQ�RI
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WKH�SULQFLSOH�RI�PDMRULW\�UXOH��7KLV�FDQ��QHYHUWKHOHVV��PHDQ�WKDW�GHPRFUDF\
GHJHQHUDWHV�LQWR�WKHߝ�W\UDQQ\�RI�WKH�PDMRULW\ߞ��)LQDOO\��WKHUH�LV�WKH�LVVXH�RI
WKH� ERG\� RI� SHRSOH� ZLWKLQ� ZKLFK� GHPRFUDWLF� SROLWLFV� VKRXOG� RSHUDWH�
:KHUH�VKRXOG�EH�WKH�ORFDWLRQ�RUߝ�VLWHߞ�RI�GHPRFUDF\"�$OWKRXJK��WKDQNV�WR
WKH�SRWHQF\�RI�SROLWLFDO�QDWLRQDOLVP�� WKH�GHILQLWLRQߝ�WKH�SHRSOHߞ� LV�XVXDOO\
XQGHUVWRRG�LQ�QDWLRQDO�WHUPV��WKH�LGHDV�RI�ORFDO�GHPRFUDF\�DQG��LQ�WKH�OLJKW
RI� JOREDOL]DWLRQ� �VHH� S�� ������ FRVPRSROLWDQ� GHPRFUDF\� �GLVFXVVHG� LQ� WKH
ILQDO�VHFWLRQ�RI�WKH�FKDSWHU��KDYH�DOVR�EHHQ�DGYDQFHG�
0DMRULW\�UXOH��7KH�UXOH�WKDW�WKH�ZLOO�RI�WKH�PDMRULW\��RU�QXPHULFDOO\
VWURQJHVW��RYHUULGHV�WKH�ZLOO�RI�WKH�PLQRULW\��LPSO\LQJ�WKDW�WKH�ODWWHU
VKRXOG�DFFHSW�WKH�YLHZV�RI�WKH�IRUPHU�
&RVPRSROLWDQ�GHPRFUDF\��$�IRUP�RI�GHPRFUDF\�WKDW�RSHUDWHV�DW
VXSUDQDWLRQDO�OHYHOV�RI�JRYHUQDQFH�DQG�LV�EDVHG�RQ�WKH�LGHD�RI
WUDQVQDWLRQDO�RU�JOREDO�FLWL]HQVKLS�
+RZ�VKRXOG�WKH�SHRSOH�UXOH"
0RVW�FRQFHSWLRQV�RI�GHPRFUDF\�DUH�EDVHG�RQ�WKH�SULQFLSOH�RIߝ�JRYHUQPHQW
E\� WKH� SHRSOHߞ�� 7KLV� LPSOLHV� WKDW�� LQ� HIIHFW�� SHRSOH� JRYHUQ� WKHPVHOYHV� ߙ
WKDW� WKH\� SDUWLFLSDWH� LQ� PDNLQJ� WKH� FUXFLDO� GHFLVLRQV� WKDW� VWUXFWXUH� WKHLU
OLYHV�DQG�GHWHUPLQH�WKH�IDWH�RI�WKHLU�VRFLHW\��7KLV�SDUWLFLSDWLRQ�FDQ�WDNH�D
QXPEHU� RI� IRUPV�� KRZHYHU�� ,Q� WKH� FDVH� RI� GLUHFW� GHPRFUDF\�� SRSXODU
SDUWLFLSDWLRQ� HQWDLOV� GLUHFW� DQG� FRQWLQXRXV� LQYROYHPHQW� LQ� GHFLVLRQ�
PDNLQJ��WKURXJK�GHYLFHV�VXFK�DV�UHIHUHQGXPV��VHH�S��������PDVV�PHHWLQJV�
RU�HYHQ�LQWHUDFWLYH�WHOHYLVLRQ��7KH�DOWHUQDWLYH�DQG�PRUH�FRPPRQ�IRUP�RI
GHPRFUDWLF�SDUWLFLSDWLRQ�LV�WKH�DFW�RI�YRWLQJ��ZKLFK�LV�WKH�FHQWUDO�IHDWXUH�RI
ZKDW� LV� XVXDOO\� FDOOHG� �UHSUHVHQWDWLYHߝ GHPRFUDF\ߞ�� :KHQ� FLWL]HQV� YRWH�
WKH\�GR�QRW�VR�PXFK�PDNH� WKH�GHFLVLRQV� WKDW� VWUXFWXUH� WKHLU�RZQ� OLYHV�DV
FKRRVH�ZKR�ZLOO�PDNH�WKRVH�GHFLVLRQV�RQ�WKHLU�EHKDOI��:KDW�JLYHV�YRWLQJ
LWV� GHPRFUDWLF� FKDUDFWHU�� KRZHYHU�� LV� WKDW�� SURYLGHG� WKDW� WKH� HOHFWLRQ� LV
FRPSHWLWLYH�� LW� HPSRZHUV� WKH� SXEOLF� WR� �NLFNߝ WKH� UDVFDOV� RXWߞ�� DQG� WKXV
PDNHV�SROLWLFLDQV�SXEOLFO\�DFFRXQWDEOH�
7KHUH� DUH� DOVR� PRGHOV� RI� GHPRFUDF\� WKDW� DUH� EXLOW� RQ� WKH� SULQFLSOH� RI
�JRYHUQPHQWߝ IRU� WKH� SHRSOHߞ�� DQG� WKDW� DOORZ� OLWWOH� VFRSH� IRU� SXEOLF
SDUWLFLSDWLRQ�RI�DQ\�NLQG��GLUHFW�RU� LQGLUHFW��7KH�PRVW�JURWHVTXH�H[DPSOH
RI�WKLV�ZDV�IRXQG�LQ�WKH�VR�FDOOHGߝ�WRWDOLWDULDQ�GHPRFUDFLHVߞ�WKDW�GHYHORSHG
XQGHU� IDVFLVW� GLFWDWRUV� VXFK� DV� 0XVVROLQL� DQG� +LWOHU�� 7KH� GHPRFUDWLF
FUHGHQWLDOV�RI�VXFK�UHJLPHV�ZHUH�EDVHG�RQ�WKH�FODLP�WKDW�WKHߝ�OHDGHUߞ��DQG
WKH� OHDGHU� DORQH�� DUWLFXODWHG� WKH� JHQXLQH� LQWHUHVWV� RI� WKH� SHRSOH�� WKXV
LPSO\LQJ� WKDW� D� �ߞWUXHߝ GHPRFUDF\� FDQ� EH� HTXDWHG� ZLWK� DQ� DEVROXWH
GLFWDWRUVKLS�� ,Q� VXFK� FDVHV�� SRSXODU� UXOH� PHDQW� QRWKLQJ� PRUH� WKDQ
ULWXDOL]HG� VXEPLVVLRQ� WR� WKH� ZLOO� RI� DQ� DOO�SRZHUIXO� OHDGHU�� RUFKHVWUDWHG
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WKURXJK� UDOOLHV�� PDUFKHV� DQG� GHPRQVWUDWLRQV�� 7KLV� ZDV� VRPHWLPHV
SRUWUD\HG� DV� SOHELVFLWDU\� GHPRFUDF\�� $OWKRXJK� WRWDOLWDULDQ� GHPRFUDFLHV
KDYH�SURYHG�WR�EH�D�WUDYHVW\�RI�WKH�FRQYHQWLRQDO�QRWLRQ�RI�GHPRFUDWLF�UXOH�
WKH\� GHPRQVWUDWH� WKH� WHQVLRQ� WKDW� FDQ� H[LVW� EHWZHHQ� �JRYHUQPHQWߝ E\� WKH
SHRSOHߞ��RU�SRSXODU�SDUWLFLSDWLRQ���DQGߝ�JRYHUQPHQW�IRU�WKH�SHRSOHߞ��UXOH�LQ
WKH�SXEOLF�LQWHUHVW���$GYRFDWHV�RI� UHSUHVHQWDWLYH�GHPRFUDF\�� IRU�H[DPSOH�
KDYH� ZLVKHG� WR� FRQILQH� SRSXODU� SDUWLFLSDWLRQ� LQ� SROLWLFV� WR� WKH� DFW� RI
YRWLQJ��SUHFLVHO\�EHFDXVH�WKH\�IHDU�WKDW�WKH�JHQHUDO�SXEOLF�ODFN�WKH�ZLVGRP�
HGXFDWLRQ�DQG�H[SHULHQFH�WR�UXOH�ZLVHO\�RQ�WKHLU�RZQ�EHKDOI�
7RWDOLWDULDQ�GHPRFUDF\��$Q�DEVROXWH�GLFWDWRUVKLS�WKDW
PDVTXHUDGHV�DV�D�GHPRFUDF\��W\SLFDOO\�EDVHG�RQ�WKH�OHDGHUߞV�FODLP
WR�D�PRQRSRO\�RI�LGHRORJLFDO�ZLVGRP�
+RZ�IDU�VKRXOG�SRSXODU�UXOH�H[WHQG"
1RZ�WKDW�ZH�KDYH�GHFLGHG�ZKRߝ�WKH�SHRSOHߞ�DUH��DQG�KRZ�WKH\�VKRXOG�UXOH�
LW� LV� QHFHVVDU\� WR� FRQVLGHU� KRZ� IDU� WKHLU� UXOH� VKRXOG� H[WHQG��:KDW� LV� WKH
SURSHU� UHDOP� RI� GHPRFUDF\"� :KDW� LVVXHV� LV� LW� ULJKW� IRU� WKH� SHRSOH� WR
GHFLGH�� DQG�ZKDW� VKRXOG�EH� OHIW� WR� LQGLYLGXDO� FLWL]HQV"� ,Q�PDQ\� UHVSHFWV�
VXFK�TXHVWLRQV�UHRSHQ�WKH�GHEDWH�DERXW�WKH�SURSHU�UHODWLRQVKLS�EHWZHHQ�WKH
SXEOLF�UHDOP�DQG�WKH�SULYDWH�UHDOP�WKDW�ZDV�GLVFXVVHG�LQ�&KDSWHU����0RGHOV
RI� GHPRFUDF\� WKDW� KDYH� EHHQ� FRQVWUXFWHG� RQ� WKH� EDVLV� RI� OLEHUDO
LQGLYLGXDOLVP� KDYH� XVXDOO\� SURSRVHG� WKDW� GHPRFUDF\� EH� UHVWULFWHG� WR
SROLWLFDO�OLIH��ZLWK�SROLWLFV�EHLQJ�QDUURZO\�GHILQHG��)URP�WKLV�SHUVSHFWLYH�
WKH�SXUSRVH�RI�GHPRFUDF\�LV�WR�HVWDEOLVK��WKURXJK�VRPH�SURFHVV�RI�SRSXODU
SDUWLFLSDWLRQ�� D� IUDPHZRUN�RI� ODZV�ZLWKLQ�ZKLFK� LQGLYLGXDOV� FDQ�FRQGXFW
WKHLU�RZQ�DIIDLUV�DQG�SXUVXH� WKHLU�SULYDWH� LQWHUHVWV��'HPRFUDWLF�VROXWLRQV�
WKHQ�� DUH� DSSURSULDWH� RQO\� IRU� PDWWHUV� WKDW� VSHFLILFDOO\� UHODWH� WR� WKH
FRPPXQLW\�� XVHG� LQ� RWKHU� FLUFXPVWDQFHV�� GHPRFUDF\� DPRXQWV� WR� DQ
LQIULQJHPHQW�RI�OLEHUW\��1RW�XQFRPPRQO\��WKLV�IHDU�RI�GHPRFUDF\�LV�PRVW
DFXWH�LQ�WKH�FDVH�RI�GLUHFW�RU�SDUWLFLSDWRU\�GHPRFUDF\��VHH�S������
+RZHYHU�� DQ� DOWHUQDWLYH� YLHZ� RI� GHPRFUDF\� LV� RIWHQ� GHYHORSHG� E\�� IRU
H[DPSOH�� VRFLDOLVWV� DQG� UDGLFDO� GHPRFUDWV�� ,Q� UDGLFDO� GHPRFUDF\�
GHPRFUDF\� LV� VHHQ� QRW� DV� D� PHDQV� RI� OD\LQJ� GRZQ� D� IUDPHZRUN� ZLWKLQ
ZKLFK�LQGLYLGXDOV�FDQ�JR�DERXW�WKHLU�RZQ�EXVLQHVV�EXW��UDWKHU��DV�D�JHQHUDO
SULQFLSOH�WKDW�LV�DSSOLFDEOH�WR�DOO�DUHDV�RI�VRFLDO�H[LVWHQFH��3HRSOH�DUH�VHHQ
DV�KDYLQJ�D�EDVLF� ULJKW� WR�SDUWLFLSDWH� LQ� WKH�PDNLQJ�RI�DQ\�GHFLVLRQV� WKDW
DIIHFW� WKHLU� OLYHV�� ZLWK� GHPRFUDF\� VLPSO\� EHLQJ� WKH� FROOHFWLYH� SURFHVV
WKURXJK�ZKLFK� WKLV� LV�GRQH��7KLV�SRVLWLRQ� LV� HYLGHQW� LQ� VRFLDOLVW�GHPDQGV
IRU� WKH� FROOHFWLYL]DWLRQ� RI� ZHDOWK� DQG� WKH� LQWURGXFWLRQ� RI� ZRUNHUVߞ� VHOI�
PDQDJHPHQW��ERWK�RI�ZKLFK�DUH�VHHQ�DV�ZD\V�RI�GHPRFUDWL]LQJ�HFRQRPLF
OLIH�� ,QVWHDG� RI� HQGRUVLQJ� PHUH� SROLWLFDO� GHPRFUDF\�� VRFLDOLVWV� KDYH
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WKHUHIRUH� FDOOHG� IRU� �VRFLDOߝ GHPRFUDF\ߞ� RU� �HFRQRPLFߝ GHPRFUDF\ߞ�
)HPLQLVWV�� VLPLODUO\�� KDYH� GHPDQGHG� WKH� GHPRFUDWL]DWLRQ� RI� IDPLO\� OLIH�
XQGHUVWRRG�DV� WKH�ULJKW�RI�DOO� WR�SDUWLFLSDWH� LQ� WKH�PDNLQJ�RI�GHFLVLRQV� LQ
WKH� GRPHVWLF� RU� SULYDWH� VSKHUH�� )URP� WKLV� SHUVSHFWLYH�� GHPRFUDF\� LV
UHJDUGHG�DV�D�IULHQG�RI�OLEHUW\��QRW�DV�LWV�HQHP\��2QO\�ZKHQ�VXFK�SULQFLSOHV
DUH�LJQRUHG�FDQ�RSSUHVVLRQ�DQG�H[SORLWDWLRQ�IORXULVK�
5DGLFDO�GHPRFUDF\��$�IRUP�RI�GHPRFUDF\�WKDW�IDYRXUV
GHFHQWUDOL]DWLRQ�DQG�SDUWLFLSDWLRQ��WKH�ZLGHVW�SRVVLEOH�GLVSHUVDO�RI
SROLWLFDO�SRZHU�
(FRQRPLF�GHPRFUDF\��$�EURDG�WHUP�WKDW�FRYHUV�DWWHPSWV�WR�DSSO\
GHPRFUDWLF�SULQFLSOHV�WR�WKH�ZRUNSODFH��UDQJLQJ�IURP�SURILW�VKDULQJ
DQG�WKH�XVH�RI�ZRUNHUVߞ�FRXQFLOV�WR�IXOO�ZRUNHUVߞ�VHOI�PDQDJHPHQW�

)2&86�21�������
',5(&7�'(02&5$&<�25�5(35(6(17$7,9(�'(02&5$&<"
'LUHFW�GHPRFUDF\��VRPHWLPHVߝ�FODVVLFDOߝ��ߞSDUWLFLSDWRU\ߞ�RUߝ�UDGLFDOߞ
GHPRFUDF\�� LV� EDVHG� RQ� WKH� GLUHFW�� XQPHGLDWHG� DQG� FRQWLQXRXV
SDUWLFLSDWLRQ� RI� FLWL]HQV� LQ� WKH� WDVNV� RI� JRYHUQPHQW�� 'LUHFW
GHPRFUDF\� WKXV� REOLWHUDWHV� WKH� GLVWLQFWLRQ� EHWZHHQ� JRYHUQPHQW
DQG�WKH�JRYHUQHG��DQG�EHWZHHQ�WKH�VWDWH�DQG�FLYLO�VRFLHW\��LW�LV�D
V\VWHP� RI� SRSXODU� VHOI�JRYHUQPHQW�� ,W� ZDV� DFKLHYHG� LQ� DQFLHQW
$WKHQV�WKURXJK�D�IRUP�RI�JRYHUQPHQW�E\�PDVV�PHHWLQJ��LWV�PRVW
FRPPRQ�PRGHUQ�PDQLIHVWDWLRQ�LV�WKH�XVH�RI�WKH�UHIHUHQGXP��VHH
S��������7KH�PHULWV�RI�GLUHFW�GHPRFUDF\�LQFOXGH�WKH�IROORZLQJ�

,W� KHLJKWHQV� WKH� FRQWURO� WKDW� FLWL]HQV� FDQ� H[HUFLVH� RYHU� WKHLU
RZQ�GHVWLQLHV��DV�LW�LV�WKH�RQO\�SXUH�IRUP�RI�GHPRFUDF\�
,W� FUHDWHV�D�EHWWHU�LQIRUPHG�DQG�PRUH�SROLWLFDOO\� VRSKLVWLFDWHG
FLWL]HQU\��DQG�WKXV�LW�KDV�HGXFDWLRQDO�EHQHILWV�
,W�HQDEOHV� WKH�SXEOLF� WR�H[SUHVV�WKHLU�RZQ�YLHZV�DQG� LQWHUHVWV
ZLWKRXW�KDYLQJ�WR�UHO\�RQ�VHOI�VHUYLQJ�SROLWLFLDQV�
,W�HQVXUHV� WKDW� UXOH� LV� OHJLWLPDWH�� LQ� WKH�VHQVH� WKDW�SHRSOH�DUH
PRUH� OLNHO\� WR� DFFHSW� GHFLVLRQV� WKDW� WKH\� KDYH� PDGH
WKHPVHOYHV�

5HSUHVHQWDWLYH� GHPRFUDF\� LV� D� OLPLWHG� DQG� LQGLUHFW� IRUP� RI
GHPRFUDF\��,W�LV�OLPLWHG�LQ�WKDW�SRSXODU�SDUWLFLSDWLRQ�LQ�JRYHUQPHQW
LV�LQIUHTXHQW�DQG�EULHI��EHLQJ�UHVWULFWHG�WR�WKH�DFW�RI�YRWLQJ�HYHU\
IHZ�\HDUV�� ,W� LV� LQGLUHFW� LQ� WKDW� WKH�SXEOLF� GR�QRW� H[HUFLVH�SRZHU
WKHPVHOYHV��WKH\�PHUHO\�VHOHFW�WKRVH�ZKR�ZLOO�UXOH�RQ�WKHLU�EHKDOI�
7KLV�IRUP�RI�UXOH�LV�GHPRFUDWLF�RQO\�LQVRIDU�DV�UHSUHVHQWDWLRQ��VHH
S�� ����� HVWDEOLVKHV� D� UHOLDEOH� DQG� HIIHFWLYH� OLQN� EHWZHHQ� WKH
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JRYHUQPHQW� DQG� WKH� JRYHUQHG�� 7KLV� LV� VRPHWLPHV� H[SUHVVHG� LQ
WKH�QRWLRQ�RI�DQ�HOHFWRUDO�PDQGDWH��VHH�S��������7KH�VWUHQJWKV�RI
UHSUHVHQWDWLYH�GHPRFUDF\�LQFOXGH�WKH�IROORZLQJ�

,W� RIIHUV� D� SUDFWLFDEOH� IRUP� RI� GHPRFUDF\� �GLUHFW� SRSXODU
SDUWLFLSDWLRQ�LV�DFKLHYDEOH�RQO\�LQ�VPDOO�FRPPXQLWLHV��
,W� UHOLHYHV�RUGLQDU\� FLWL]HQV�RI� WKH�EXUGHQ�RI�GHFLVLRQ�PDNLQJ�
WKXV�PDNLQJ�SRVVLEOH�D�GLYLVLRQ�RI�ODERXU�LQ�SROLWLFV�
,W�DOORZV�JRYHUQPHQW� WR�EH�SODFHG� LQ� WKH�KDQGV�RI� WKRVH�ZLWK
EHWWHU�HGXFDWLRQ��H[SHUW�NQRZOHGJH��DQG�JUHDWHU�H[SHULHQFH�
,W� PDLQWDLQV� VWDELOLW\� E\� GLVWDQFLQJ� RUGLQDU\� FLWL]HQV� IURP
SROLWLFV��WKHUHE\�HQFRXUDJLQJ�WKHP�WR�DFFHSW�FRPSURPLVH�

&21&(37�
3OHELVFLWDU\�GHPRFUDF\
3OHELVFLWDU\�GHPRFUDF\�LV�D�IRUP�RI�GHPRFUDWLF�UXOH�WKDW�RSHUDWHV
WKURXJK�DQ�XQPHGLDWHG�OLQN�EHWZHHQ�WKH�UXOHUV�DQG�WKH�UXOHG�
HVWDEOLVKHG�E\�SOHELVFLWHV��RU�UHIHUHQGXPV���7KHVH�DOORZ�WKH
SXEOLF�WR�H[SUHVV�WKHLU�YLHZV�RQ�SROLWLFDO�LVVXHV�GLUHFWO\��+RZHYHU�
WKLV�W\SH�RI�GHPRFUDF\�LV�RIWHQ�FULWLFL]HG�EHFDXVH�RI�WKH�VFRSH�LW
RIIHUV�IRU�GHPDJRJXHU\��UXOH�E\�SROLWLFDO�OHDGHUV�ZKR�PDQLSXODWH
WKH�PDVVHV�WKURXJK�RUDWRU\��DQG�DSSHDO�WR�WKHLU�SUHMXGLFHV�DQG
SDVVLRQV���7KLV�W\SH�RI�GHPRFUDF\�PD\�DPRXQW�WR�OLWWOH�PRUH�WKDQ
D�V\VWHP�RI�PDVV�DFFODPDWLRQ�WKDW�JLYHV�GLFWDWRUVKLS�D�SRSXOLVW
�VHH�S������JORVV�

0RGHOV�RI�GHPRFUDF\
$OO� WRR� IUHTXHQWO\�� GHPRFUDF\� LV� WUHDWHG� DV� D� VLQJOH�� XQDPELJXRXV
SKHQRPHQRQ��,W�LV�RIWHQ�DVVXPHG�WKDW�ZKDW�SDVVHV�IRU�GHPRFUDF\�LQ�PRVW
:HVWHUQ�VRFLHWLHV��D�V\VWHP�RI�UHJXODU�DQG�FRPSHWLWLYH�HOHFWLRQV�EDVHG�RQ
D� XQLYHUVDO� IUDQFKLVH�� LV� WKH� RQO\�� RU� WKH� RQO\� OHJLWLPDWH�� IRUP� RI
GHPRFUDF\�� 6RPHWLPHV� WKLV� QRWLRQ� RI� GHPRFUDF\� LV� TXDOLILHG� E\� WKH
DGGLWLRQ�RI�WKH�WHUPߝ�OLEHUDOߞ��WXUQLQJ�LW�LQWR�OLEHUDO�GHPRFUDF\��,Q� UHDOLW\�
KRZHYHU�� WKHUH� DUH� D� QXPEHU� RI� ULYDO� WKHRULHV� RU� PRGHOV� RI� GHPRFUDF\�
HDFK�RIIHULQJ� LWV�RZQ�YHUVLRQ�RI�SRSXODU� UXOH��7KLV�KLJKOLJKWV�QRW�PHUHO\
WKH� YDULHW\� RI� GHPRFUDWLF� IRUPV� DQG� PHFKDQLVPV�� EXW� DOVR�� PRUH
IXQGDPHQWDOO\��WKH�YHU\�GLIIHUHQW�JURXQGV�RQ�ZKLFK�GHPRFUDWLF�UXOH�FDQ�EH
MXVWLILHG�� (YHQ� OLEHUDO� GHPRFUDF\� LV� D� PLVOHDGLQJ� WHUP�� DV� FRPSHWLQJ
OLEHUDO� YLHZV� RI� GHPRFUDWLF� RUJDQL]DWLRQ� FDQ� EH� LGHQWLILHG�� )RXU
FRQWUDVWLQJ�PRGHOV�RI�GHPRFUDF\�FDQ�EH�LGHQWLILHG�DV�IROORZV�

FODVVLFDO�GHPRFUDF\
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OLPLWHG�RUߝ�SURWHFWLYHߞ�GHPRFUDF\
GHYHORSPHQWDO�GHPRFUDF\
SHRSOHߞV�RUߝ�VRFLDOLVWߞ�GHPRFUDF\�

&ODVVLFDO�GHPRFUDF\
7KH� FODVVLFDO�PRGHO� RI� GHPRFUDF\� LV� EDVHG�RQ� WKH�SROLV�� RU� FLW\�VWDWH�� RI
$QFLHQW�*UHHFH�� DQG�SDUWLFXODUO\�RQ� WKH� V\VWHP�RI� UXOH� WKDW�GHYHORSHG� LQ
WKH�ODUJHVW�DQG�PRVW�SRZHUIXO�*UHHN�FLW\�VWDWH��$WKHQV��7KH�IRUP�RI�GLUHFW
GHPRFUDF\� WKDW� RSHUDWHG� LQ� $WKHQV� GXULQJ� WKH� IRXUWK� DQG� ILIWK� FHQWXULHV
%&(� LV� RIWHQ� SRUWUD\HG� DV� WKH� RQO\� SXUH� RU� LGHDO� V\VWHP� RI� SRSXODU
SDUWLFLSDWLRQ��1HYHUWKHOHVV�� DOWKRXJK� WKH� PRGHO� KDG� FRQVLGHUDEOH� LPSDFW
RQ� ODWHU� WKLQNHUV� VXFK� DV� 5RXVVHDX� DQG� 0DU[� �VHH� S�� ����� $WKHQLDQ
GHPRFUDF\��VHH�S������GHYHORSHG�D�YHU\�SDUWLFXODU�NLQG�RI�GLUHFW�SRSXODU
UXOH�� RQH� WKDW� KDV� RQO\� D� YHU\� OLPLWHG� DSSOLFDWLRQ� LQ� WKH� PRGHUQ� ZRUOG�
$WKHQLDQ�GHPRFUDF\�DPRXQWHG�WR�D�IRUP�RI�JRYHUQPHQW�E\�PDVV�PHHWLQJ�
:KDW�PDGH�$WKHQLDQ�GHPRFUDF\�VR�UHPDUNDEOH�ZDV� WKH� OHYHO�RI�SROLWLFDO
DFWLYLW\�RI�LWV�FLWL]HQV��1RW�RQO\�GLG�WKH\�SDUWLFLSDWH�LQ�UHJXODU�PHHWLQJV�RI
WKH�$VVHPEO\��EXW�WKH\�ZHUH�DOVR��LQ�ODUJH�QXPEHUV��SUHSDUHG�WR�VKRXOGHU
WKH� UHVSRQVLELOLW\� RI� SXEOLF� RIILFH� DQG� GHFLVLRQ�PDNLQJ�� 7KH� PRVW
LQIOXHQWLDO� FRQWHPSRUDQHRXV� FULWLF� RI� WKLV� IRUP� RI� GHPRFUDF\� ZDV� WKH
SKLORVRSKHU� 3ODWR� �VHH� S�� ����� 3ODWR� DWWDFNHG� WKH� SULQFLSOH� RI� SROLWLFDO
HTXDOLW\� RQ� WKH� JURXQGV� WKDW� WKH� PDVV� RI� WKH� SHRSOH� SRVVHVV� QHLWKHU� WKH
ZLVGRP� QRU� WKH� H[SHULHQFH� WR� UXOH� ZLVHO\� RQ� WKHLU� RZQ� EHKDOI�� +LV
VROXWLRQ��DGYDQFHG�LQ�7KH�5HSXEOLF��ZDV�WKDW�JRYHUQPHQW�EH�SODFHG�LQ�WKH
KDQGV� RI� D� FODVV� RI� SKLORVRSKHU� NLQJV�� *XDUGLDQV�� ZKRVH� UXOH� ZRXOG
DPRXQW� WR� D� NLQG� RI� HQOLJKWHQHG� GLFWDWRUVKLS�� 2Q� D� SUDFWLFDO� OHYHO�
KRZHYHU��WKH�SULQFLSDO�GUDZEDFN�RI�$WKHQLDQ�GHPRFUDF\�ZDV�WKDW�LW�FRXOG
RSHUDWH� RQO\� E\� H[FOXGLQJ� WKH� PDVV� RI� WKH� SRSXODWLRQ� IURP� SROLWLFDO
DFWLYLW\�� 3DUWLFLSDWLRQ� ZDV� UHVWULFWHG� WR� $WKHQLDQ�ERUQ� PDOHV� ZKR� ZHUH
RYHU����\HDUV�RI�DJH��6ODYHV��WKH�PDMRULW\�RI�WKH�SRSXODWLRQ���ZRPHQ�DQG
IRUHLJQHUV� KDG� QR� SROLWLFDO� ULJKWV� ZKDWVRHYHU�� ,QGHHG�� $WKHQLDQ� FLWL]HQV
ZHUH�DEOH�WR�GHYRWH�VR�PXFK�RI�WKHLU�OLYHV�WR�SROLWLFV�RQO\�EHFDXVH�VODYHU\
UHOLHYHG� WKHP� RI� WKH� QHHG� WR� HQJDJH� LQ� DUGXRXV� ODERXU�� DQG� WKH
FRQILQHPHQW� RI� ZRPHQ� WR� WKH� SULYDWH� UHDOP� IUHHG� PHQ� IURP� GRPHVWLF
UHVSRQVLELOLWLHV��1HYHUWKHOHVV��WKH�FODVVLFDO�PRGHO�RI�GLUHFW�DQG�FRQWLQXRXV
SRSXODU�SDUWLFLSDWLRQ� LQ�SROLWLFDO� OLIH�KDV�EHHQ�NHSW� DOLYH� LQ�� IRU� LQVWDQFH�
WKH� WRZQVKLS� PHHWLQJV� RI� 1HZ� (QJODQG� LQ� WKH� 86$�� WKH� FRPPXQDO
DVVHPEOLHV�WKDW�RSHUDWH�LQ�WKH�VPDOOHU�6ZLVV�FDQWRQV��DQG�LQ�WKH�ZLGHU�XVH
RI�UHIHUHQGXPV�
'(%$7,1*������
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*29(510(17"
,Q�PRGHUQ�SROLWLFV��GHPRFUDF\�KDV�FRPH�WR�EH�VR�ZLGHO\�DFFHSWHG
WKDW�LW�DSSHDUV�WR�EH�DOPRVW�SROLWLFDOO\�LQFRUUHFW�WR�TXHVWLRQ�LW��7KH
�ߞULJKWߝ VROXWLRQ� WR� D� SROLWLFDO� SUREOHP� LV� WKXV� WKH� GHPRFUDWLF
VROXWLRQ�� WKDW� LV�� RQH�PDGH� HLWKHU� E\� WKH� SHRSOH� WKHPVHOYHV� RU�
PRUH� FRPPRQO\�� E\� SROLWLFLDQV� ZKR� DUH� DFFRXQWDEOH� WR� WKH
SHRSOH��%XW�ZK\�LV�GHPRFUDF\�VR�ZLGHO\�UHYHUHG"�$QG�DUH�WKHUH
FLUFXPVWDQFHV� LQ� ZKLFK� GHPRFUDWLF� UXOH� LV� LQDSSURSULDWH� RU
XQGHVLUDEOH"

<(6 12

7KH� KLJKHVW� IRUP� RI� SROLWLFV�
7KH� XQLTXH� VWUHQJWK� RI
GHPRFUDF\� LV� WKDW� LW� LV� DEOH� WR
DGGUHVV�WKH�FHQWUDO�FKDOOHQJH�RI
SROLWLFV� �ߙ WKH� H[LVWHQFH� RI� ULYDO
YLHZV� DQG� LQWHUHVWV� ZLWKLQ� WKH
VDPH�VRFLHW\ߙ��ZKLOH�FRQWDLQLQJ
WKH� WHQGHQF\� WRZDUGV
EORRGVKHG� DQG� YLROHQFH�� ,Q
VKRUW�� GHPRFUDWLF� VRFLHWLHV� DUH
VWDEOH�DQG�SHDFHIXO��7KLV�RFFXUV
EHFDXVH� GHPRFUDF\� UHOLHV� RQ
RSHQ� GHEDWH�� SHUVXDVLRQ� DQG
FRPSURPLVH�� 3HRSOH� ZLWK� ULYDO
YLHZV�RU�FRPSHWLQJ�LQWHUHVWV�DUH
HQFRXUDJHG� WR� ILQG� D� ZD\� RI
OLYLQJ� WRJHWKHU� LQ� UHODWLYH
KDUPRQ\� EHFDXVH� HDFK� KDV� D
SROLWLFDO� YRLFH�� 'HPRFUDF\� LV
WKHUHIRUH� D� NLQG� RI� SROLWLFDO
VDIHW\� YDOYH�� GHPRFUDWLF
SDUWLFLSDWLRQ� SUHYHQWLQJ� WKH
EXLOG�XS�RI�DQJHU�DQG�IUXVWUDWLRQ
DQG��WKHUHE\��FRQWDLQLQJ�SROLWLFDO
H[WUHPLVP�

'HPRFUDF\� DV� D� XQLYHUVDO

7KH� GLVKDUPRQ\� RI
GHPRFUDF\�� )DU� IURP� EHLQJ� D
JXDUDQWHH� RI� VWDELOLW\�
GHPRFUDF\� LV� ELDVHG� LQ� IDYRXU
RI�FRQIOLFW�DQG�GLVKDUPRQ\��7KLV
LV� EHFDXVH� GHPRFUDF\� VHWV� XS
DQ� RQJRLQJ� HOHFWRUDO� EDWWOH
EHWZHHQ� RSSRQHQWV� ZKR� DUH
HQFRXUDJHG� WR� FRQGHPQ� RQH
DQRWKHU�� H[DJJHUDWLQJ� WKHLU
IDXOWV� DQG� GHQ\LQJ� WKHLU
DFKLHYHPHQWV�� 'HPRFUDWLF
SROLWLFV� LV� RIWHQ�� DV� D� UHVXOW�
QRLV\�DQG�XQHGLI\LQJ��:KLOH� WKH
GLVKDUPRQ\� RI� GHPRFUDF\� LV
XQOLNHO\� WR� WKUHDWHQ� VWUXFWXUDO
EUHDNGRZQ� LQ� PDWXUH� DQG
UHODWLYHO\� SURVSHURXV� VRFLHWLHV�
GHPRFUDF\� LQ� WKH� GHYHORSLQJ
ZRUOG� PD\� PDNH� WKLQJV� ZRUVH
UDWKHU� WKDQ� EHWWHU� �+DZNVOH\�
������� �ߞHPRFUDWL]DWLRQ'ߝ PD\
WKHUHIRUH�GHHSHQ�WULEDO��UHJLRQDO
RU� HWKQLF� WHQVLRQV�� DQG
VWUHQJWKHQ� WKH� WHQGHQF\
WRZDUGV� FKDULVPDWLF� OHDGHUVKLS�
WKHUHE\� EUHHGLQJ
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YDOXH�� ,W� LV� QRZ� ZLGHO\� DUJXHG
WKDW� GHPRFUDF\� LV� D� KXPDQ
ULJKW�� D� IXQGDPHQWDO� DQG
DEVROXWH�ULJKW�WKDW�EHORQJV�WR�DOO
SHRSOH�� UHJDUGOHVV� RI
QDWLRQDOLW\�� UHOLJLRQ�� JHQGHU� DQG
RWKHU� GLIIHUHQFHV�� 5LJKWV� RI
SROLWLFDO�SDUWLFLSDWLRQ�DQG�DFFHVV
WR�SRZHU��HVSHFLDOO\� WKH� ULJKW� WR
YRWH�� DUH� XQLYHUVDOO\� DSSOLFDEOH
EHFDXVH� WKH\� VWHP� IURP� WKH
EDVLF� HQWLWOHPHQW� WR� VKDSH� WKH
GHFLVLRQV� WKDW� DIIHFW� RQHߞV� RZQ
OLIH� �ߙ WKH� ULJKW� WR� VHOI�UXOH�
,QGHHG�� DQ� HTXDO� DFFHVV� WR
SRZHU� DQG� WKH� ULJKW� WR� SROLWLFDO
SDUWLFLSDWLRQ� FRXOG� EH� YLHZHG
QRW� VLPSO\� DV� YLUWXHV� LQ� WKHLU
RZQ� ULJKW�� EXW� DV� SUHFRQGLWLRQV
IRU� WKH�PDLQWHQDQFH�RI�DOO�RWKHU
ULJKWV�DQG�IUHHGRPV�

.HHSLQJ� W\UDQQ\� DW� ED\�� $OO
V\VWHPV� RI� UXOH� DUH� DSW� WR
EHFRPH� W\UDQQLHV� DJDLQVW� WKH
SHRSOH�� UHIOHFWLQJ� WKH� IDFW� WKDW
WKRVH� LQ� SRZHU� �DQG�� IRU� WKDW
PDWWHU�� DOO� SHRSOH�� DUH� LQFOLQHG
WR� SODFH� VHOI�LQWHUHVW� EHIRUH� WKH
LQWHUHVWV� RI� RWKHUV�
*RYHUQPHQWV� DQG� OHDGHUV
WKHUHIRUH�QHHG�WR�EH�FKHFNHG�RU
FRQVWUDLQHG�� DQG� WKHUH� LV� QR
PRUH� HIIHFWLYH� FRQVWUDLQW� RQ
SRZHU� WKDQ� GHPRFUDF\�� 7KLV� LV
EHFDXVH� GHPRFUDWLF� UXOH
RSHUDWHV� WKURXJK� D� PHFKDQLVP
RI� DFFRXQWDELOLW\�� ZKLFK
XOWLPDWHO\� DOORZV� WKH� SXEOLF� WR
�NLFNߝ WKH� UDVFDOV� RXWߞ�

DXWKRULWDULDQLVP�

'HPRFUDF\� DV
:HVWHUQL]DWLRQ�� 5DWKHU� WKDQ
EHLQJ� XQLYHUVDOO\� DSSOLFDEOH�
GHPRFUDF\� LV� EDVHG� RQ� YDOXHV
DQG�DVVXPSWLRQV�WKDW�EHWUD\�WKH
FXOWXUDO� ELDVHV� RI� LWV� :HVWHUQ
KHDUWODQG��'HPRFUDF\� LV� URRWHG
LQ� LGHDV� VXFK� DV� LQGLYLGXDOLVP�
QRWDEO\� WKURXJK� WKH� SULQFLSOH� RI
HTXDO� FLWL]HQVKLS� DQG� RQHߝ
SHUVRQ�� RQH� YRWHߞ�� DQG� QRWLRQV
RI� SOXUDOLVP� DQG� FRPSHWLWLRQ
WKDW� DUH� LQWULQVLFDOO\� OLEHUDO� LQ
FKDUDFWHU��7KH�GRPLQDQW�IRUP�RI
GHPRFUDF\� LV� WKHUHIRUH
:HVWHUQ�VW\OH� GHPRFUDF\�� DQG
LWV� VSUHDG�� VRPHWLPHV� LPSRVHG
DQG� DOZD\V� HQFRXUDJHG�� WR� WKH
QRQ�:HVWHUQ� ZRUOG� FDQ
WKHUHIRUH� EH� YLHZHG� DV� D� IRUP
RI�FXOWXUDO�LPSHULDOLVP�

*RRG� JRYHUQPHQW� QRW
SRSXODU� JRYHUQPHQW�
'HPRFUDWLF� VROXWLRQV� WR
SUREOHPV�DUH�RIWHQ�QHLWKHU�ZLVH
QRU� VHQVLEOH�� 7KH� SUREOHP�ZLWK
GHPRFUDF\� LV� WKDW� WKH� GLFWDWHV
RI�ZLVGRP�DQG�H[SHULHQFH� WHQG
WR� EH� LJQRUHG� EHFDXVH� WKH
YLHZV� RI� WKH� ZHOO�HGXFDWHG
PLQRULW\�DUH�VZDPSHG�E\� WKRVH
RI� WKH� OHVV� ZHOO�HGXFDWHG
PDMRULW\��%HLQJ�FRPPLWWHG�WR�WKH
SULQFLSOH� RI� SROLWLFDO� HTXDOLW\�
GHPRFUDF\� FDQQRW� FRSH� ZLWK
WKH� IDFW� WKDW� WKH�PDMRULW\� LV� QRW
DOZD\V�ULJKW��7KLV�LV�D�SDUWLFXODU
FRQFHUQ� IRU� HFRQRPLF� SROLF\�
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'HPRFUDWLF� VRFLHWLHV� DUH
WKHUHIRUH� QRW� RQO\� WKH� PRVW
VWDEOH�VRFLHWLHV�LQ�WKH�ZRUOG��EXW
DOVR� WKH� VRFLHWLHV� LQ� ZKLFK
FLWL]HQV� HQMR\� WKH� ZLGHVW� UHDOP
RI�IUHHGRP�

ZKHUH� RSWLRQV�� VXFK� DV� UDLVLQJ
WD[HV� RU� FXWWLQJ� JRYHUQPHQW
VSHQGLQJ�� ZKLFK� PD\� EHVW
SURPRWH� ORQJ�WHUP� HFRQRPLF
GHYHORSPHQW��PD\�EH� UXOHG�RXW
VLPSO\� EHFDXVH� WKH\� DUH
XQSRSXODU�

&21&(37�
$WKHQLDQ�GHPRFUDF\
$WKHQLDQ�GHPRFUDF\�LV�FKDUDFWHUL]HG�E\�WKH�KLJK�OHYHO�RI�FLWL]HQ
LQYROYHPHQW�LQ�WKH�DIIDLUV�RI�WKH�FLW\�VWDWH��0DMRU�GHFLVLRQV�ZHUH
PDGH�E\�WKH�$VVHPEO\��RU�(FFOHVLD��WR�ZKLFK�DOO�FLWL]HQV
EHORQJHG��:KHQ�IXOO�WLPH�SXEOLF�RIILFLDOV�ZHUH�QHHGHG��WKH\�ZHUH
FKRVHQ�RQ�D�EDVLV�RI�ORW�RU�URWD�WR�HQVXUH�WKDW�WKH\�FRQVWLWXWHG�D
PLFURFRVP�RI�WKH�ODUJHU�FLWL]HQU\��$�&RXQFLO��FRQVLVWLQJ�RI����
FLWL]HQV��DFWHG�DV�WKH�H[HFXWLYH�RU�VWHHULQJ�FRPPLWWHH�RI�WKH
$VVHPEO\��DQG�D����VWURQJ�&RPPLWWHH��LQ�WXUQ��PDGH�SURSRVDOV�WR
WKH�&RXQFLO��7KH�3UHVLGHQW�RI�WKH�&RPPLWWHH�KHOG�RIILFH�IRU�RQO\�D
VLQJOH�GD\��DQG�QR�$WKHQLDQ�FRXOG�KROG�WKLV�KRQRXU�PRUH�WKDQ
RQFH�LQ�KLV�OLIHWLPH�

/LPLWHG�RUߝ�SURWHFWLYHߞ�GHPRFUDF\
:KHQ� GHPRFUDWLF� LGHDV� ZHUH� UHYLYHG� LQ� WKH� VHYHQWHHQWK� DQG� HLJKWHHQWK
FHQWXULHV�� WKH\� DSSHDUHG� LQ� D� IRUP� WKDW� ZDV� YHU\� GLIIHUHQW� IURP� WKH
FODVVLFDO�GHPRFUDF\�RI�$QFLHQW�*UHHFH��,Q�SDUWLFXODU��GHPRFUDF\�ZDV�VHHQ
OHVV�DV�D�PHFKDQLVP�WKURXJK�ZKLFK�WKH�SXEOLF�FRXOG�SDUWLFLSDWH�LQ�SROLWLFDO
OLIH��DQG�PRUH�DV�D�GHYLFH�WKURXJK�ZKLFK�FLWL]HQV�FRXOG�SURWHFW�WKHPVHOYHV
IURP� WKH� HQFURDFKPHQWV� RI� JRYHUQPHQW�� KHQFH� �SURWHFWLYHߝ GHPRFUDF\ߞ�
7KLV� YLHZ� DSSHDOHG� SDUWLFXODUO\� WR� HDUO\� OLEHUDO� WKLQNHUV� ZKRVH� FRQFHUQ
ZDV��DERYH�DOO��WR�FUHDWH�WKH�ZLGHVW�UHDOP�RI�LQGLYLGXDO�OLEHUW\��7KH�GHVLUH
WR�SURWHFW� WKH� LQGLYLGXDO� IURP�RYHU�PLJKW\�JRYHUQPHQW�ZDV�H[SUHVVHG� LQ
SHUKDSV� WKH� HDUOLHVW� RI� DOO� GHPRFUDWLF� VHQWLPHQWV��$ULVWRWOHߞV� UHVSRQVH� WR
3ODWR�ߞ"ZKR�ZLOO�JXDUG�WKH�*XDUGLDQVߝ�
7KLV�VDPH�FRQFHUQ�ZLWK�XQFKHFNHG�SRZHU�ZDV�WDNHQ�XS�LQ�WKH�VHYHQWHHQWK
FHQWXU\�E\�-RKQ�/RFNH��VHH�S�������ZKR�DUJXHG�WKDW�WKH�ULJKW�WR�YRWH�ZDV
EDVHG�RQ�WKH�H[LVWHQFH�RI�QDWXUDO�ULJKWV�DQG�� LQ�SDUWLFXODU��RQ� WKH�ULJKW� WR
SURSHUW\�� ,I� JRYHUQPHQW�� WKURXJK� WD[DWLRQ�� SRVVHVVHG� WKH� SRZHU� WR
H[SURSULDWH� SURSHUW\�� FLWL]HQV� ZHUH� HQWLWOHG� WR� SURWHFW� WKHPVHOYHV� E\
FRQWUROOLQJ� WKH� FRPSRVLWLRQ� RI� WKH� WD[�VHWWLQJ� ERG\�� WKH� OHJLVODWXUH�� ,Q
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RWKHU� ZRUGV�� GHPRFUDF\� FDPH� WR� PHDQ� D� V\VWHP� RI� �JRYHUQPHQWߝ E\
FRQVHQWߞ� RSHUDWLQJ� WKURXJK� D� UHSUHVHQWDWLYH� DVVHPEO\�� +RZHYHU�� /RFNH
KLPVHOI�ZDV�QRW�D�GHPRFUDW�E\�PRGHUQ�VWDQGDUGV��DV�KH�EHOLHYHG�WKDW�RQO\
SURSHUW\�RZQHUV�VKRXOG�YRWH��RQ�WKH�EDVLV�WKDW�RQO\�WKH\�KDG�QDWXUDO�ULJKWV
WKDW� FRXOG� EH� LQIULQJHG� E\� JRYHUQPHQW�� 7KH� PRUH� UDGLFDO� QRWLRQ� RI
XQLYHUVDO�VXIIUDJH�ZDV�DGYDQFHG�IURP�WKH�ODWH�HLJKWHHQWK�FHQWXU\�RQZDUGV
E\� XWLOLWDULDQ� WKHRULVWV� VXFK� DV� -HUHP\� %HQWKDP� DQG� -DPHV�0LOO� ߙ�����
�������7KH�XWLOLWDULDQ��VHH�S�������FDVH�IRU�GHPRFUDF\�LV�DOVR�EDVHG�RQ�WKH
QHHG� WR�SURWHFW�RU�DGYDQFH� LQGLYLGXDO� LQWHUHVWV��%HQWKDP�FDPH� WR�EHOLHYH
WKDW�� VLQFH� DOO� LQGLYLGXDOV� VHHN� SOHDVXUH� DQG� WKH� DYRLGDQFH� RI� SDLQ�� D
XQLYHUVDO� IUDQFKLVH� �FRQFHLYHG� LQ� KLV� GD\� DV�PDQKRRG� VXIIUDJH��ZDV� WKH
RQO\�ZD\�RI�SURPRWLQJߝ�WKH�JUHDWHVW�KDSSLQHVV�IRU�WKH�JUHDWHVW�QXPEHUߞ�
1DWXUDO�ULJKWV��*RG�JLYHQ�ULJKWV�WKDW�DUH�IXQGDPHQWDO�WR�KXPDQ
EHLQJV�DQG�DUH�WKHUHIRUH�LQDOLHQDEOH��WKH\�FDQQRW�EH�WDNHQ�DZD\��
+RZHYHU��WR�MXVWLI\�GHPRFUDF\�RQ�SURWHFWLYH�JURXQGV�LV�WR�SURYLGH�RQO\�D
TXDOLILHG�HQGRUVHPHQW�RI�GHPRFUDWLF� UXOH�� ,Q� VKRUW�� SURWHFWLYH�GHPRFUDF\
LV�EXW�D�OLPLWHG�DQG�LQGLUHFW�IRUP�RI�GHPRFUDF\��,Q�SUDFWLFH��WKH�FRQVHQW�RI
WKH� JRYHUQHG� LV� H[HUFLVHG� WKURXJK� YRWLQJ� LQ� UHJXODU� DQG� FRPSHWLWLYH
HOHFWLRQV�� 7KLV� WKHUHE\� HQVXUHV� WKH� DFFRXQWDELOLW\� RI� WKRVH� ZKR� JRYHUQ�
3ROLWLFDO� HTXDOLW\� LV� WKXV� XQGHUVWRRG� LQ� VWULFWO\� WHFKQLFDO� WHUPV� WR� PHDQ
HTXDO�YRWLQJ�ULJKWV��0RUHRYHU��WKLV�LV��DERYH�DOO��D�V\VWHP�RI�FRQVWLWXWLRQDO
GHPRFUDF\�WKDW�RSHUDWHV�ZLWKLQ�D�VHW�RI�IRUPDO�RU�LQIRUPDO�UXOHV�WKDW�FKHFN
WKH� H[HUFLVH� RI� JRYHUQPHQW� SRZHU�� ,I� WKH� ULJKW� WR� YRWH� LV� D� PHDQV� RI
GHIHQGLQJ�LQGLYLGXDO� OLEHUW\�� OLEHUW\�PXVW�DOVR�EH�JXDUDQWHHG�E\�D�VWULFWO\
HQIRUFHG� VHSDUDWLRQ� RI� SRZHUV� YLD� WKH� FUHDWLRQ� RI� D� VHSDUDWH� H[HFXWLYH�
OHJLVODWXUH� DQG� MXGLFLDU\�� DQG� E\� WKH� PDLQWHQDQFH� RI� EDVLF� ULJKWV� DQG
IUHHGRPV�� VXFK� DV� IUHHGRP� RI� H[SUHVVLRQ�� IUHHGRP� RI� PRYHPHQW�� DQG
IUHHGRP� IURP� DUELWUDU\� DUUHVW�� 8OWLPDWHO\�� SURWHFWLYH� GHPRFUDF\� DLPV� WR
JLYH�FLWL]HQV�WKH�ZLGHVW�SRVVLEOH�VFRSH�WR�OLYH�WKHLU�OLYHV�DV�WKH\�FKRRVH��,W
LV� WKHUHIRUH� FRPSDWLEOH�ZLWK� ODLVVH]�IDLUH� FDSLWDOLVP� �VHH�S�� ����� DQG� WKH
EHOLHI� WKDW� LQGLYLGXDOV� VKRXOG� EH� HQWLUHO\� UHVSRQVLEOH� IRU� WKHLU� HFRQRPLF
DQG�VRFLDO�FLUFXPVWDQFHV��3URWHFWLYH�GHPRFUDF\�KDV� WKHUHIRUH�SDUWLFXODUO\
DSSHDOHG�WR�FODVVLFDO�OLEHUDOV�DQG��LQ�PRGHUQ�SROLWLFV�� WR�VXSSRUWHUV�RI�WKH
1HZ�5LJKW�

.(<�7+,1.(5�
�����ߙ������$0+17)%�>0)5)-
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6RXUFH��:HOOFRPH�&ROOHFWLRQ

8.� SKLORVRSKHU�� OHJDO� UHIRUPHU� DQG� IRXQGHU� RI� XWLOLWDULDQLVP�
%HQWKDP�GHYHORSHG�D�PRUDO� DQG�SKLORVRSKLFDO� V\VWHP� WKDW�ZDV
EDVHG�RQ�WKH�LGHD�WKDW�KXPDQ�EHLQJV�DUH�UDWLRQDOO\�VHOI�LQWHUHVWHG
FUHDWXUHV� RU� XWLOLW\� PD[LPL]HUV�� ZKLFK� KH� EHOLHYHG� SURYLGHG� D
VFLHQWLILF�EDVLV�IRU�OHJDO�DQG�SROLWLFDO�UHIRUPV��8VLQJ�WKHߝ�JUHDWHVW
KDSSLQHVVߞ�SULQFLSOH��KLV�IROORZHUV��WKH�3KLORVRSKLF�5DGLFDOV��ZHUH
UHVSRQVLEOH�IRU�PDQ\�RI�WKH�UHIRUPV�LQ�VRFLDO�DGPLQLVWUDWLRQ��ODZ�
JRYHUQPHQW�DQG�HFRQRPLFV�LQ�WKH�8.�LQ�WKH�QLQHWHHQWK�FHQWXU\��$
VXSSRUWHU� RI� ODLVVH]�IDLUH� HFRQRPLFV�� LQ� ODWHU� OLIH� %HQWKDP� DOVR
EHFDPH� D� ILUP� DGYRFDWH� RI� SROLWLFDO� GHPRFUDF\�� +LV� XWLOLWDULDQ
FUHHG� ZDV� GHYHORSHG� LQ� )UDJPHQWV� RQ� *RYHUQPHQW� �>����@
������� DQG� PRUH� IXOO\� LQ� 3ULQFLSOHV� RI� 0RUDOV� DQG� /HJLVODWLRQ
�������

'HYHORSPHQWDO�GHPRFUDF\
$OWKRXJK�HDUO\�GHPRFUDWLF�WKHRU\�IRFXVHG�RQ�WKH�QHHG�WR�SURWHFW�LQGLYLGXDO
ULJKWV�DQG�LQWHUHVWV��LW�VRRQ�GHYHORSHG�DQ�DOWHUQDWLYH�IRFXV��D�FRQFHUQ�ZLWK
WKH�GHYHORSPHQW�RI� WKH�KXPDQ� LQGLYLGXDO� DQG� WKH� FRPPXQLW\��7KLV� JDYH
ULVH�WR�TXLWH�QHZ�PRGHOV�RI�GHPRFUDWLF�UXOH�WKDW�FDQ�EURDGO\�EH�UHIHUUHG�WR
DV�V\VWHPV�RI�GHYHORSPHQWDO�GHPRFUDF\��7KH�PRVW�QRYHO��DQG�UDGLFDO��VXFK
PRGHO� ZDV� GHYHORSHG� E\� -HDQ�-DFTXHV� 5RXVVHDX�� ,Q� PDQ\� UHVSHFWV�
5RXVVHDXߞV�LGHDV�PDUN�D�GHSDUWXUH�IURP�WKH�GRPLQDQW�� OLEHUDO�FRQFHSWLRQ
RI� GHPRFUDF\�� DQG� WKH\� FDPH� WR� KDYH� DQ� LPSDFW� RQ� WKH� 0DU[LVW� DQG
DQDUFKLVW� WUDGLWLRQV� DV� ZHOO� DV�� ODWHU�� RQ� WKH� 1HZ� /HIW�� )RU� 5RXVVHDX�
GHPRFUDF\� ZDV� XOWLPDWHO\� D� PHDQV� WKURXJK� ZKLFK� KXPDQ� EHLQJV� FRXOG
DFKLHYH�IUHHGRP��VHH�S�������RU�DXWRQRP\��LQ�WKH�VHQVH�RIߝ�REHGLHQFH�WR�D
ODZ� RQH� SUHVFULEHV� WR� RQHVHOIߞ�� ,Q� RWKHU� ZRUGV�� FLWL]HQV� DUH� �ߞIUHHߝ RQO\
ZKHQ�WKH\�SDUWLFLSDWH�GLUHFWO\�DQG�FRQWLQXRXVO\�LQ�VKDSLQJ�WKH�OLIH�RI�WKHLU
FRPPXQLW\�� 7KLV� LV� DQ� LGHD� WKDW� PRYHV� ZHOO� EH\RQG� WKH� FRQYHQWLRQDO
QRWLRQ�RI�HOHFWRUDO�GHPRFUDF\�DQG�RIIHUV�VXSSRUW�IRU�WKH�PRUH�UDGLFDO�LGHDO
RI� GLUHFW� GHPRFUDF\�� ,QGHHG�� 5RXVVHDX� ZDV� D� VWUHQXRXV� FULWLF� RI� WKH
SUDFWLFH� RI� HOHFWLRQV� XVHG� LQ� (QJODQG�� DUJXLQJ� LQ� 7KH� 6RFLDO� &RQWUDFW
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�>����@�������DV�IROORZV�
7KH�(QJOLVK�SHRSOH�EHOLHYHV�LWVHOI�WR�EH�IUHH��LW�LV�JUDYHO\�PLVWDNHQ��LW
LV�RQO\�IUHH�ZKHQ�LW�HOHFWV�LWV�PHPEHU�RI�SDUOLDPHQW��DV�VRRQ�DV�WKH\
DUH�HOHFWHG��WKH�SHRSOH�DUH�HQVODYHG��LW�LV�QRWKLQJ��,Q�WKH�EULHI�PRPHQW
RI�LWV�IUHHGRP��WKH�(QJOLVK�SHRSOH�PDNHV�VXFK�XVH�RI�LWV�IUHHGRP�WKDW
LW�GHVHUYHV�WR�ORVH�LW�

+RZHYHU�� ZKDW� JLYHV� 5RXVVHDXߞV� PRGHO� LWV� QRYHO� FKDUDFWHU� LV� KLV
LQVLVWHQFH� WKDW� IUHHGRP� XOWLPDWHO\� PHDQV� REHGLHQFH� WR� WKH� JHQHUDO� ZLOO�
5RXVVHDX�EHOLHYHG�WKH�JHQHUDO�ZLOO�WR�EH�WKHߝ�WUXHߞ�ZLOO�RI�HDFK�FLWL]HQ��LQ
FRQWUDVW�WR�KLV�RU�KHUߝ�SULYDWHߞ�RU�VHOILVK�ZLOO��%\�REH\LQJ�WKH�JHQHUDO�ZLOO�
FLWL]HQV� DUH� WKHUHIRUH� GRLQJ� QRWKLQJ�PRUH� WKDQ� REH\LQJ� WKHLU� RZQ� ߞWUXHߝ
QDWXUHV��WKH�JHQHUDO�ZLOO�EHLQJ�ZKDW�LQGLYLGXDOV�ZRXOG�ZLOO�LI�WKH\�ZHUH�WR
DFW�VHOIOHVVO\��,Q�5RXVVHDXߞV�YLHZ��VXFK�D�V\VWHP�RI�UDGLFDO�GHYHORSPHQWDO
GHPRFUDF\� UHTXLUHG� QRW� PHUHO\� SROLWLFDO� HTXDOLW\�� EXW� D� UHODWLYHO\� KLJK
OHYHO� RI� HFRQRPLF� HTXDOLW\�� $OWKRXJK� QRW� D� VXSSRUWHU� RI� FRPPRQ
RZQHUVKLS��5RXVVHDX�QHYHUWKHOHVV�SURSRVHG� WKDW� �QRߝ FLWL]HQ� VKDOO� EH� ULFK
HQRXJK� WR�EX\�DQRWKHU� DQG�QRQH� VR�SRRU� DV� WR�EH� IRUFHG� WR� VHOO� KLPVHOIߞ
�>����@�������
*HQHUDO�ZLOO��7KH�JHQXLQH�LQWHUHVWV�RI�D�FROOHFWLYH�ERG\��HTXLYDOHQW
WR�WKH�FRPPRQ�JRRG��WKH�ZLOO�RI�DOO��SURYLGHG�HDFK�SHUVRQ�DFWV
VHOIOHVVO\�

.(<�7+,1.(5�
���ߙ������$8)6�52866)48&$-�$1)-

6RXUFH��683(5672&.

*HQHYD�ERUQ�)UHQFK�PRUDO�DQG�SROLWLFDO�SKLORVRSKHU��SHUKDSV�WKH
SULQFLSDO� LQWHOOHFWXDO� LQIOXHQFH� XSRQ� WKH� )UHQFK� 5HYROXWLRQ�
5RXVVHDX�ZDV� HQWLUHO\� VHOI�WDXJKW�� +H�PRYHG� WR� 3DULV� LQ� �����
DQG� EHFDPH� DQ� LQWLPDWH� RI� OHDGLQJ� PHPEHUV� RI� WKH� )UHQFK
(QOLJKWHQPHQW�� HVSHFLDOO\� 'LGHURW�� +LV� ZULWLQJV�� UDQJLQJ� RYHU
HGXFDWLRQ�� WKH� DUWV�� VFLHQFH�� OLWHUDWXUH� DQG� SKLORVRSK\�� UHIOHFW� D
GHHS�EHOLHI�LQ�WKH�JRRGQHVV�RIߝ�QDWXUDO�PDQߞ�DQG�WKH�FRUUXSWLRQ�RI
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�V�SROLWLFDOߞ��5RXVVHDXߞVRFLDO�PDQߝ WHDFKLQJ��VXPPDUL]HG�LQ��PLOH
������� DQG� GHYHORSHG� LQ� 7KH� 6RFLDO� &RQWUDFW� �>����@� ������
DGYRFDWHV�D�UDGLFDO�IRUP�RI�GHPRFUDF\�WKDW�KDV�LQIOXHQFHG�OLEHUDO�
VRFLDOLVW�� DQDUFKLVW� DQG�� VRPH�ZRXOG� DUJXH�� IDVFLVW� WKRXJKW�� +LV
DXWRELRJUDSK\�� &RQIHVVLRQV� �������� H[DPLQHV� KLV� OLIH� ZLWK
UHPDUNDEOH� FDQGRXU� DQG� GHPRQVWUDWHV� D� ZLOOLQJQHVV� WR� H[SRVH
ZHDNQHVVHV�

5RXVVHDXߞV�WKHRULHV�KDYH�KHOSHG�WR�VKDSH�WKH�PRGHUQ�LGHD�RI�SDUWLFLSDWRU\
GHPRFUDF\� WDNHQ�XS�E\�1HZ�/HIW� WKLQNHUV� LQ� WKH�����V� DQG�����V��7KLV
H[WROV�WKH�YLUWXHV�RI�Dߝ�SDUWLFLSDWRU\�VRFLHW\ߞ��D�VRFLHW\�LQ�ZKLFK�HDFK�DQG
HYHU\� FLWL]HQ� LV� DEOH� WR� DFKLHYH� VHOI�GHYHORSPHQW� E\� SDUWLFLSDWLQJ� LQ� WKH
GHFLVLRQV�WKDW�VKDSH�KLV�RU�KHU�OLIH��7KLV�JRDO�FDQ�EH�DFKLHYHG�RQO\�WKURXJK
WKH� SURPRWLRQ� RI� RSHQQHVV�� DFFRXQWDELOLW\� DQG� GHFHQWUDOL]DWLRQ�ZLWKLQ� DOO
WKH� NH\� LQVWLWXWLRQV� RI� VRFLHW\��ZLWKLQ� WKH� IDPLO\�� WKH�ZRUNSODFH� DQG� WKH
ORFDO� FRPPXQLW\� MXVW� DV� PXFK� DV� ZLWKLQ� �ߞSROLWLFDOߝ LQVWLWXWLRQV� VXFK� DV
SDUWLHV��LQWHUHVW�JURXSV�DQG�OHJLVODWLYH�ERGLHV��$W�WKH�KHDUW�RI�WKLV�PRGHO�LV
WKH� QRWLRQ� RI� �JUDVV�URRWVߝ GHPRFUDF\ߞ�� WKDW� LV�� WKH� EHOLHI� WKDW� SROLWLFDO
SRZHU� VKRXOG� EH� H[HUFLVHG� DW� WKH� ORZHVW� SRVVLEOH� OHYHO�� 1HYHUWKHOHVV�
5RXVVHDXߞV� RZQ� WKHRULHV� KDYH�EHHQ� FULWLFL]HG� IRU� GLVWLQJXLVKLQJ�EHWZHHQ
FLWL]HQVߝ�ߞWUXHߞ�ZLOOV�DQG�WKHLUߝ�IHOWߞ�RU�VXEMHFWLYH�ZLOOV��7KH�GDQJHU�RI�WKLV
LV�WKDW��LI�WKH�JHQHUDO�ZLOO�FDQQRW�EH�HVWDEOLVKHG�E\�VLPSO\�DVNLQJ�FLWL]HQV
ZKDW� WKH\� ZDQW� �EHFDXVH� WKH\� PD\� EH� EOLQGHG� E\� VHOILVKQHVV��� WKHUH� LV
VFRSH�IRU�WKH�JHQHUDO�ZLOO�WR�EH�GHILQHG�IURP�DERYH��SHUKDSV�E\�D�GLFWDWRU
FODLPLQJ� WR� DFW� LQ� WKH� �ߞWUXHߝ LQWHUHVWV� RI� VRFLHW\�� 5RXVVHDX� LV� WKHUHIRUH
VRPHWLPHV� VHHQ� DV� WKH� DUFKLWHFW� RI� VR�FDOOHG� �WRWDOLWDULDQߝ GHPRFUDF\ߞ
�7DOPRQ��������
$FFRXQWDELOLW\��$QVZHUDELOLW\��D�GXW\�WR�H[SODLQ�RQHߞV�FRQGXFW�DQG
EH�RSHQ�WR�FULWLFLVP�E\�RWKHUV�
+RZHYHU��D�PRUH�PRGHVW�IRUP�RI�GHYHORSPHQWDO�GHPRFUDF\�KDV�DOVR�EHHQ
DGYDQFHG� WKDW� LV� FRPSDWLEOH� ZLWK� WKH� OLEHUDO� PRGHO� RI� UHSUHVHQWDWLYH
JRYHUQPHQW�� 7KLV� YLHZ� RI� GHYHORSPHQWDO� GHPRFUDF\� LV� URRWHG� LQ� WKH
ZULWLQJV� RI� -RKQ�6WXDUW�0LOO� �VHH� S�� ������)RU�0LOO�� WKH� FHQWUDO� YLUWXH� RI
GHPRFUDF\� LV� WKDW� LW�SURPRWHV� WKHߝ�KLJKHVW�DQG�KDUPRQLRXVߞ�GHYHORSPHQW
RI�LQGLYLGXDO�FDSDFLWLHV��%\�SDUWLFLSDWLQJ�LQ�SROLWLFDO�OLIH��FLWL]HQV�HQKDQFH
WKHLU� XQGHUVWDQGLQJ�� VWUHQJWKHQ� WKHLU� VHQVLELOLWLHV�� DQG� DFKLHYH� D� KLJKHU
OHYHO� RI� SHUVRQDO� GHYHORSPHQW�� ,Q� VKRUW�� GHPRFUDF\� LV� HVVHQWLDOO\� DQ
HGXFDWLRQDO� H[SHULHQFH�� $V� D� UHVXOW�� 0LOO� SURSRVHG� WKH� EURDGHQLQJ� RI
SRSXODU�SDUWLFLSDWLRQ��DUJXLQJ�WKDW�WKH�IUDQFKLVH�VKRXOG�EH�H[WHQGHG�WR�DOO
EXW�WKRVH�ZKR�DUH�LOOLWHUDWH��,Q�WKH�SURFHVV��KH�VXJJHVWHG��UDGLFDOO\��IRU�KLV
WLPH�� WKDW� VXIIUDJH� VKRXOG� DOVR� EH� H[WHQGHG� WR� ZRPHQ�� ,Q� DGGLWLRQ�� KH
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DGYRFDWHG� VWURQJ� DQG� LQGHSHQGHQW� ORFDO� DXWKRULWLHV� LQ� WKH� EHOLHI� WKDW� WKLV
ZRXOG�EURDGHQ�WKH�RSSRUWXQLWLHV�DYDLODEOH�IRU�KROGLQJ�SXEOLF�RIILFH�
2Q�WKH�RWKHU�KDQG��0LOO��LQ�FRPPRQ�ZLWK�DOO�OLEHUDOV��ZDV�DOVR�DZDUH�RI�WKH
GDQJHUV� RI� GHPRFUDF\�� ,QGHHG�� 0LOOߞV� YLHZV� DUH� RXW� RI� VWHS� ZLWK
PDLQVWUHDP�OLEHUDO� WKRXJKW� LQ� WKDW�KH�UHMHFWHG�WKH�LGHD�RI�IRUPDO�SROLWLFDO
HTXDOLW\��)ROORZLQJ�3ODWR��0LOO� GLG� QRW� EHOLHYH� WKDW� DOO� SROLWLFDO� RSLQLRQV
DUH�RI�HTXDO�YDOXH��&RQVHTXHQWO\��KH�SURSRVHG�D�V\VWHP�RI�SOXUDO�YRWLQJ�
XQVNLOOHG�ZRUNHUV�ZRXOG�KDYH�D�VLQJOH�YRWH��VNLOOHG�ZRUNHUV�WZR�YRWHV��DQG
JUDGXDWHV� DQG� PHPEHUV� RI� WKH� OHDUQHG� SURIHVVLRQV� ILYH� RU� VL[� YRWHV�
+RZHYHU��KLV�SULQFLSDO�UHVHUYDWLRQ�DERXW�GHPRFUDF\�ZDV�GHULYHG�IURP�WKH
PRUH� W\SLFDO� OLEHUDO� IHDU� RI� ZKDW� $OH[LV� GH� 7RFTXHYLOOH� �VHH� S�� ����
IDPRXVO\� GHVFULEHG� DV� �WKHߝ W\UDQQ\� RI� WKH� PDMRULW\ߞ�� ,Q� RWKHU� ZRUGV�
GHPRFUDF\�DOZD\V�FRQWDLQV�WKH�WKUHDW� WKDW� LQGLYLGXDO� OLEHUW\�DQG�PLQRULW\
ULJKWV�PD\�EH�FUXVKHG�LQ�WKH�QDPH�RI�WKH�SHRSOH��0LOOߞV�SDUWLFXODU�FRQFHUQ
ZDV�WKDW�GHPRFUDF\�ZRXOG�XQGHUPLQH�GHEDWH��FULWLFLVP�DQG�LQWHOOHFWXDO�OLIH
LQ� JHQHUDO� E\� HQFRXUDJLQJ� SHRSOH� WR� DFFHSW� WKH� ZLOO� RI� WKH� PDMRULW\�
WKHUHE\� SURPRWLQJ� XQLIRUPLW\� DQG� GXOO� FRQIRUPLVP�� 4XLWH� VLPSO\�� WKH
PDMRULW\�LV�QRW�DOZD\V�ULJKW��ZLVGRP�FDQQRW�EH�GHWHUPLQHG�E\�WKH�VLPSOH
GHYLFH� RI� D� VKRZ� RI� KDQGV�� 0LOOߞV� LGHDV� WKHUHIRUH� VXSSRUW� WKH� LGHD� RI
GHOLEHUDWLYH�GHPRFUDF\�RU�SDUOLDPHQWDU\�GHPRFUDF\�
'HOLEHUDWLYH�GHPRFUDF\��$�IRUP�RI�GHPRFUDF\�WKDW�HPSKDVL]HV
WKH�QHHG�IRU�UHDVRQHG�GLVFXVVLRQ�DQG�GHEDWH�WR�KHOS�WR�IRUPXODWH
OHJLWLPDWH�SROLWLFDO�RXWFRPHV�

&21&(37�
3DUOLDPHQWDU\�GHPRFUDF\
3DUOLDPHQWDU\� GHPRFUDF\� LV� D� IRUP� RI� GHPRFUDWLF� UXOH� WKDW
RSHUDWHV� WKURXJK� D� SRSXODUO\� HOHFWHG� GHOLEHUDWLYH� DVVHPEO\�
ZKLFK� PHGLDWHV� EHWZHHQ� JRYHUQPHQW� DQG� WKH� SHRSOH�
'HPRFUDF\��LQ�WKLV�VHQVH��PHDQV�UHVSRQVLEOH�DQG�UHSUHVHQWDWLYH
JRYHUQPHQW�� 3DUOLDPHQWDU\� GHPRFUDF\� WKXV� EDODQFHV� SRSXODU
SDUWLFLSDWLRQ� DJDLQVW� HOLWH� UXOH�� JRYHUQPHQW� LV� DFFRXQWDEOH� QRW
GLUHFWO\� WR� WKH� SXEOLF� EXW� WR� WKH� SXEOLFߞV� HOHFWHG� UHSUHVHQWDWLYHV�
7KH�DOOHJHG�VWUHQJWK�RI�VXFK�D�V\VWHP�LV�WKDW�UHSUHVHQWDWLYHV�DUH�
E\� YLUWXH� RI� WKHLU� HGXFDWLRQ� DQG� H[SHULHQFH�� EHWWHU� DEOH� WKDQ
FLWL]HQV�WKHPVHOYHV�WR�GHILQH�WKHLU�EHVW�LQWHUHVWV�

'HOLEHUDWLRQ��RU�UHDVRQHG�GLVFXVVLRQ��PD\�WDNH�SODFH�RQ�HLWKHU�D�PLFUR�RU�D
PDFUR�OHYHO��0LFUR�GHOLEHUDWLRQ�RFFXUV�DW�D�VHW�WLPH�DQG�SODFH�DQG�XVXDOO\
LQYROYHV� IDFH�WR�IDFH� LQWHUDFWLRQ�� ZLWK� H[DPSOHV� LQFOXGLQJ� SDUOLDPHQWDU\
GHEDWHV�� FRPPLWWHH� PHHWLQJV�� WRZQ� KDOO� JDWKHULQJV�� DQG� VR� RQ�� 0DFUR
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GHOLEHUDWLRQ�LV�GHOLEHUDWLRQ�WKDW�WDNHV�SODFH�LQ�WKH�ZLGHU�SXEOLF�VSKHUH��LW�LV
DQ�RQJRLQJ�DQG�GLVDJJUHJDWHG�SURFHVV�WKDW�FRPSULVHV��IRU�LQVWDQFH��SXEOLF
GHEDWH��WKH�IUHH�PHGLD��PLQLVWHULDO�VWDWHPHQWV�DQG�LQWHUHVW�JURXS�OREE\LQJ�
+RZHYHU��GHOLEHUDWLRQ�FDQ�RQO\�EH�VDLG�WR�KDYH�D�GHPRFUDWLF�FKDUDFWHU�LI�LW
LQYROYHV�DOO�FLWL]HQV�ZKR�DUH�VXEVWDQWLDOO\�DIIHFWHG�E\�WKH�LVVXH�RU�TXHVWLRQ
XQGHU�FRQVLGHUDWLRQ��DQG�WKHLU�SDUWLFLSDWLRQ�LV�ERWK�IUHH�DQG�PHHWV�DW�OHDVW
PLQLPDO� VWDQGDUGV� RI� HTXDOLW\� �&KDSSHOO�� ������� $PRQJ� WKH� DUJXPHQWV
DGYDQFHG� LQ� IDYRXU� RI� GHOLEHUDWLYH� GHPRFUDF\� DUH� WKDW� HQJDJHPHQW� LQ
UHDVRQHG�DQG�UHFLSURFDO�GHEDWH�HQFRXUDJHV�FLWL]HQV�WR�EHWWHU�DSSUHFLDWH�WKH
YLHZSRLQWV� DQG� SUHIHUHQFHV� RI� RWKHUV�� VR� IRVWHULQJ� FRQVHQVXV�� LI� QRW
XQDQLPLW\��DQG�WKDW�WKHߝ�SRZHU�RI�WKH�EHVW�DUJXPHQWߞ�KHOSV�WR�EULQJ�SROLF\�
PDNLQJ� LQ� OLQH�ZLWK� WKH�SXEOLF� LQWHUHVW��&ULWLFV�RI�GHOLEHUDWLYH�GHPRFUDF\
QHYHUWKHOHVV� FODLP�� DPRQJ� RWKHU� WKLQJV�� WKDW�� DV� GHOLEHUDWLRQ� W\SLFDOO\
IDYRXUV�WKH�YLHZV�RI�EHWWHU�HGXFDWHG�FLWL]HQV�ZKR�DUH�VNLOOHG�LQ�WKH�DUWV�RI
SHUVXDVLRQ��LW�WHQGV�WR�SURPRWH�H[FOXVLRQ�DQG�LQHTXDOLW\�LQ�SUDFWLFH�
3HRSOHߞV�RUߝ�VRFLDOLVWߞ�GHPRFUDF\
7KH� WHUP� �VߞSHRSOHߝ GHPRFUDF\ߞ� LV� GHULYHG� IURP� WKH�RUWKRGR[� FRPPXQLVW
UHJLPHV�WKDW�VSUDQJ�XS�RQ�WKH�6RYLHW�PRGHO�LQ�WKH�DIWHUPDWK�RI�:RUOG�:DU
,,�� ,W� LV� KHUH� XVHG�� KRZHYHU�� WR� UHIHU� EURDGO\� WR� WKH� YDULRXV� GHPRFUDWLF
PRGHOV�WKDW�WKH�0DU[LVW�WUDGLWLRQ�KDV�JHQHUDWHG��$OWKRXJK�WKH\�GLIIHU��WKHVH
PRGHOV�RIIHU�D�FOHDU�FRQWUDVW�WR�WKH�PRUH�IDPLOLDU�OLEHUDO�GHPRFUDWLF�RQHV�
0DU[LVWV� KDYH� WHQGHG� WR� EH� GLVPLVVLYH� RI� OLEHUDO� RU� SDUOLDPHQWDU\
GHPRFUDF\�� VHHLQJ� LW� DV� D� IRUP� RI� �ߞERXUJHRLVߝ RU� �ߞFDSLWDOLVWߝ GHPRFUDF\�
1HYHUWKHOHVV��0DU[LVWV�ZHUH�GUDZQ� WR� WKH�FRQFHSW�RU� LGHDO�RI�GHPRFUDF\
EHFDXVH� RI� LWV� FOHDU� HJDOLWDULDQ� LPSOLFDWLRQV�� 7KH� WHUP� ZDV� XVHG�� LQ
SDUWLFXODU�� WR�GHVLJQDWH� WKH�JRDO�RI� VRFLDO� HTXDOLW\�EURXJKW� DERXW� WKURXJK
WKH� FRPPRQ� RZQHUVKLS� RI� ZHDOWK� �VRFLDOߝ� GHPRFUDF\ߞ� LQ� LWV� RULJLQDO
VHQVH��� LQ� FRQWUDVW� WR� �ߞSROLWLFDOߝ GHPRFUDF\�� ZKLFK� HVWDEOLVKHV� RQO\� D
ID§DGH�RI�HTXDOLW\�
0DU[� EHOLHYHG� WKDW� WKH� RYHUWKURZ� RI� FDSLWDOLVP� ZRXOG� EH� D� WULJJHU� WKDW
ZRXOG� DOORZ� JHQXLQH� GHPRFUDF\� WR� IORXULVK�� ,Q� KLV� YLHZ�� D� IXOO\
FRPPXQLVW� VRFLHW\� ZRXOG� FRPH� LQWR� H[LVWHQFH� RQO\� DIWHU� D� WUDQVLWLRQDU\
SHULRG�FKDUDFWHUL]HG�E\ߝ�WKH�UHYROXWLRQDU\�GLFWDWRUVKLS�RI� WKH�SUROHWDULDWߞ�
,Q�HIIHFW��D�V\VWHP�RIߝ�ERXUJHRLVߞ�GHPRFUDF\�ZRXOG�EH�UHSODFHG�E\�D�YHU\
GLIIHUHQW� V\VWHP� RI� �ߞSUROHWDULDQߝ GHPRFUDF\�� $OWKRXJK� 0DU[� UHIXVHG� WR
GHVFULEH� LQ� GHWDLO� KRZ� WKLV� WUDQVLWLRQDU\� VRFLHW\� ZRXOG� EH� RUJDQL]HG�� LWV
EURDG�VKDSH�FDQ�EH�GLVFHUQHG�IURP�KLV�DGPLUDWLRQ�IRU�WKH�3DULV�&RPPXQH
RI� ������ ZKLFK� ZDV� D� VKRUW�OLYHG� H[SHULPHQW� LQ� ZKDW� DSSUR[LPDWHG� WR
GLUHFW�GHPRFUDF\�
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6RXUFH��*HWW\�,PDJHV�8QLYHUVDO�,PDJHV�*URXS

$� 3ROLVK�ERUQ� VRFLDOLVW� DQG� H[SRQHQW� RI� UHYROXWLRQDU\� 0DU[LVP�
/X[HPEXUJ� DGYDQFHG� WKH� ILUVW� 0DU[LVW� FULWLTXH� RI� WKH� %ROVKHYLN
WUDGLWLRQ� IURP� WKH� SRLQW� RI� YLHZ� RI� GHPRFUDF\�� (PSKDVL]LQJ� WKH
EHQHILWV� RI� D� EURDGO\� EDVHG� GHPRFUDWLF� RUJDQL]DWLRQ�� VKH
FRQGHPQHG�/HQLQߞV� FRQFHSWLRQ�RI�D� WLJKWO\� FHQWUDOL]HG�YDQJXDUG
SDUW\� DV� DQ� DWWHPSW� WR� H[HUW� SROLWLFDO� FRQWURO� RYHU� WKH� ZRUNLQJ
FODVV��%\�DVVRFLDWLQJ�YDQJXDUGLVP�ZLWK�WKH�ULVH�RI�GHVSRWLVP��VKH
SUHGLFWHG�WKH�VXEVHTXHQW�FRXUVH�RI�5XVVLDQ�FRPPXQLVP�� ,Q�KHU
PRVW� LPSRUWDQW� WKHRUHWLFDO� ZRUN�� 7KH� $FFXPXODWLRQ� RI� &DSLWDO
�������� /X[HPEXUJ� H[DPLQHG� WKH� LQWULQVLF� FRQQHFWLRQV� EHWZHHQ
FDSLWDOLVP�� QDWLRQDOLVP�� PLOLWDULVP� DQG� LPSHULDOLVP�� ,Q� 6RFLDO
5HIRUP�RU�5HYROXWLRQ� ��������VKH�FRQGHPQHG�WKH�UHYLVLRQLVP�RI
(GXDUG� %HUQVWHLQ� DQG� RWKHUV� IRU� GHQ\LQJ� WKH� REMHFWLYH
IRXQGDWLRQV�RI�WKH�VRFLDOLVW�SURMHFW�

7KH� IRUP� RI� GHPRFUDF\� WKDW� ZDV� GHYHORSHG� LQ� WZHQWLHWK�FHQWXU\
FRPPXQLVW�VWDWHV��KRZHYHU��RZHG�PRUH�WR�WKH�LGHDV�RI�9��,��/HQLQ�WKDQ�LW
GLG� WR� WKRVH� RI�0DU[�� $OWKRXJK� /HQLQߞV� ����� VORJDQ� �OO$ߝ SRZHU� WR� WKH
6RYLHWVߞ� �WKH�ZRUNHUVߞ� DQG� VROGLHUVߞ� DQG� VDLORUVߞ� FRXQFLOV��KDG�NHSW� DOLYH
WKH� QRWLRQ� RI� FRPPXQH� GHPRFUDF\�� LQ� UHDOLW\� SRZHU� LQ� 6RYLHW� 5XVVLD
TXLFNO\� IHOO� LQWR� WKH� KDQGV� RI� WKH� %ROVKHYLN� SDUW\� �VRRQ� UHQDPHG� WKH
WKHߝ�V�YLHZ��WKLV�SDUW\�ZDV�QRWKLQJ�OHVV�WKDQߞQ�/HQLQ,���ߞ\RPPXQLVW�3DUW&ߝ
YDQJXDUG�RI� WKH�ZRUNLQJ�FODVVߞ��$UPHG�ZLWK�0DU[LVP�� WKH�SDUW\�FODLPHG
WKDW�LW�ZDV�DEOH�WR�SHUFHLYH�WKH�JHQXLQH�LQWHUHVWV�RI�WKH�SUROHWDULDW�DQG�WKXV
JXLGH�LW�WR�WKH�UHDOL]DWLRQ�RI�LWV�UHYROXWLRQDU\�SRWHQWLDO��7KLV�WKHRU\�EHFDPH
WKH�FRUQHUVWRQH�RI� ��ߞ\HQLQLVW�GHPRFUDF/ߝ DQG� LW�ZDV�DFFHSWHG�E\�DOO�RWKHU
RUWKRGR[� FRPPXQLVW� UHJLPHV� DV� RQH� RI� WKH� FRUH� IHDWXUHV� RI� 0DU[LVPߙ
/HQLQLVP��+RZHYHU��/HQLQLVW� WKLQNLQJ�DERXW�GHPRFUDF\�KDV�E\�QR�PHDQV
FRPPDQGHG� XQLYHUVDO� VXSSRUW� ZLWKLQ� 0DU[LVP�� )RU� H[DPSOH�� 5RVD
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/X[HPEXUJ�DVVRFLDWHG�WKH�QRWLRQ�RI�WKH�YDQJXDUG�SDUW\�ZLWK�WKH�SUREOHP
RI� ��ߞVXEVWLWXWLRQLVPߝ LQ� ZKLFK� D� UXOLQJ� SDUW\VXEVWLWXWHV� LWVHOI� IRU� WKH
SUROHWDULDW�DQG��HYHQWXDOO\��D�VXSUHPH�OHDGHU�VXEVWLWXWHV�KLPVHOI�RU�KHUVHOI
IRU�WKH�SDUW\�
/HQLQLVW�GHPRFUDF\��$�IRUP�RI�GHPRFUDF\�LQ�ZKLFK�WKH�FRPPXQLVW
SDUW\��RUJDQL]HG�RQ�WKH�EDVLV�RIߝ�GHPRFUDWLF�FHQWUDOLVPߞ��DUWLFXODWHV
WKH�LQWHUHVW�RI�WKH�SUROHWDULDW�
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6RXUFH��8QVSODVK�-LP�0DQFKHVWHU

5XVVLDQ�0DU[LVW�WKHRULVW�DQG�DFWLYH�UHYROXWLRQDU\��$V�OHDGHU�RI�WKH
%ROVKHYLNV�� /HQLQ� PDVWHUPLQGHG� WKH� ����� 5XVVLDQ� %ROVKHYLN
5HYROXWLRQ�� DQG� EHFDPH� WKH� ILUVW� OHDGHU� RI� WKH� 8665�� +LV
FRQWULEXWLRQV� WR�0DU[LVP�ZHUH�KLV� WKHRU\�RI� WKH�UHYROXWLRQDU\��RU
YDQJXDUG��SDUW\��RXWOLQHG� LQ�:KDW� LV� WR�EH�'RQH"� �>����@�������
KLV� DQDO\VLV� RI� FRORQLDOLVP� DV� DQ� HFRQRPLF� SKHQRPHQRQ�
GHVFULEHG�LQ�,PSHULDOLVP��WKH�+LJKHVW�6WDJH�RI�&DSLWDOLVP��>����@
������� DQG� KLV� ILUP� FRPPLWPHQW� WR� WKH� �\LQVXUUHFWLRQDUߝ URDG� WR
VRFLDOLVPߞ�� GHYHORSHG� LQ� 6WDWH� DQG� 5HYROXWLRQ� �������� /HQLQߞV
UHSXWDWLRQ� LV� LQHYLWDEO\� WLHG� XS� ZLWK� WKH� VXEVHTXHQW� FRXUVH� RI
6RYLHW� KLVWRU\�� KH� LV� VHHQ� E\� VRPH� DV� WKH� IDWKHU� RI� 6WDOLQLVW
RSSUHVVLRQ�� EXW� E\� RWKHUV� DV� D� FULWLF� RI� EXUHDXFUDF\� DQG� D
GHIHQGHU�RI�GHEDWH�DQG�DUJXPHQW�

'HPRFUDF\�LQ�SUDFWLFH��ULYDO�YLHZV
$OWKRXJK� WKHUH� FRQWLQXHV� WR� EH� FRQWURYHUV\� DERXW� ZKLFK� LV� WKH� PRVW
GHVLUDEOH� IRUP� RI� GHPRFUDF\�� PXFK� RI� FRQWHPSRUDU\� GHEDWH� UHYROYHV
DURXQG�KRZ�GHPRFUDF\�ZRUNV�LQ�SUDFWLFH�DQG�ZKDWߝ�GHPRFUDWL]DWLRQߞ��VHH
S�������LPSOLHV��7KLV�UHIOHFWV�WKH�IDFW�WKDW�WKHUH�LV�EURDG��HYHQ�ZRUOGZLGH�
DFFHSWDQFH� RI� D� SDUWLFXODU�PRGHO� RI� GHPRFUDF\�� JHQHUDOO\� WHUPHG� OLEHUDO
GHPRFUDF\�� 'HVSLWH� WKH� H[LVWHQFH� RI� FRPSHWLQJ� WHQGHQFLHV� ZLWKLQ� WKLV
EURDG�FDWHJRU\��FHUWDLQ�FHQWUDO�IHDWXUHV�DUH�FOHDU�
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3OXUDOLVP
,Q�LWV�EURDG�VHQVH��SOXUDOLVP�LV�D�EHOLHI�LQ��RU�D�FRPPLWPHQW�WR�
GLYHUVLW\�RU�PXOWLSOLFLW\��WKH�H[LVWHQFH�RI�PDQ\�WKLQJV���$V�D
GHVFULSWLYH�WHUP��SOXUDOLVP�PD\�EH�XVHG�WR�GHQRWH�WKH�H[LVWHQFH
RI�SDUW\�FRPSHWLWLRQ��SROLWLFDO�SOXUDOLVP���D�PXOWLSOLFLW\�RI�PRUDO
YDOXHV��HWKLFDO�SOXUDOLVP���RU�D�YDULHW\�RI�FXOWXUDO�QRUPV��FXOWXUDO
SOXUDOLVP���$V�D�QRUPDWLYH�WHUP��LW�VXJJHVWV�WKDW�GLYHUVLW\�LV
KHDOWK\�DQG�GHVLUDEOH��XVXDOO\�EHFDXVH�LW�VDIHJXDUGV�LQGLYLGXDO
OLEHUW\�DQG�SURPRWHV�GHEDWH��DUJXPHQW�DQG�XQGHUVWDQGLQJ��0RUH
QDUURZO\��SOXUDOLVP�LV�D�WKHRU\�RI�WKH�GLVWULEXWLRQ�RI�SROLWLFDO�SRZHU�
,W�KROGV�WKDW�SRZHU�LV�ZLGHO\�DQG�HYHQO\�GLVSHUVHG�LQ�VRFLHW\�

/LEHUDO�GHPRFUDF\�LV�DQ�LQGLUHFW�DQG�UHSUHVHQWDWLYH�IRUP�RI�GHPRFUDF\�
LQ� WKDW� SROLWLFDO� RIILFH� LV� JDLQHG� WKURXJK� VXFFHVV� LQ� UHJXODU� HOHFWLRQV
WKDW�DUH�FRQGXFWHG�RQ�WKH�EDVLV�RI�IRUPDO�SROLWLFDO�HTXDOLW\�
,W� LV� EDVHG� RQ� FRPSHWLWLRQ� DQG� HOHFWRUDO� FKRLFH�� 7KHVH� DUH� DFKLHYHG
WKURXJK� SROLWLFDO� SOXUDOLVP�� WROHUDQFH� RI� D� ZLGH� UDQJH� RI� FRQWHQGLQJ
EHOLHIV�� DQG� WKH� H[LVWHQFH�RI� FRQIOLFWLQJ� VRFLDO� SKLORVRSKLHV� DQG� ULYDO
SROLWLFDO�PRYHPHQWV�DQG�SDUWLHV�
,W� LV� FKDUDFWHUL]HG� E\� D� FOHDU� GLVWLQFWLRQ� EHWZHHQ� WKH� VWDWH� DQG� FLYLO
VRFLHW\�� 7KLV� LV� PDLQWDLQHG� WKURXJK� WKH� H[LVWHQFH� RI� DXWRQRPRXV
JURXSV� DQG� LQWHUHVWV�� DQG� WKH� PDUNHW� RU� FDSLWDOLVW� RUJDQL]DWLRQ� RI
HFRQRPLF�OLIH�
,W� SURYLGHV� SURWHFWLRQ� IRU� PLQRULWLHV� DQG� LQGLYLGXDOV�� SDUWLFXODUO\
WKURXJK�WKH�DOORFDWLRQ�RI�EDVLF�ULJKWV�WKDW�VDIHJXDUG�WKHP�IURP�WKH�ZLOO
RI�WKH�PDMRULW\�

1HYHUWKHOHVV�� WKHUH� LV� D� FRQVLGHUDEOH� DPRXQW� RI� GLVDJUHHPHQW� DERXW� WKH
PHDQLQJ� DQG� VLJQLILFDQFH� RI� OLEHUDO� GHPRFUDF\�� 'RHV� LW�� IRU� LQVWDQFH�
HQVXUH�D�JHQXLQH�DQG�KHDOWK\�GLVSHUVDO�RI�SROLWLFDO�SRZHU"�'R�GHPRFUDWLF
SURFHVVHV� JHQXLQHO\� SURPRWH� ORQJ�WHUP� EHQHILWV�� RU� DUH� WKH\� VHOI�
GHIHDWLQJ"� &DQ� SROLWLFDO� HTXDOLW\� FRH[LVW� ZLWK� HFRQRPLF� LQHTXDOLW\"� ,Q
VKRUW��WKLV�IRUP�RI�GHPRFUDF\�LV�LQWHUSUHWHG�LQ�GLIIHUHQW�ZD\V�E\�GLIIHUHQW
WKHRULVWV��7KH�PRVW�LPSRUWDQW�RI�WKHVH�LQWHUSUHWDWLRQV�DUH�DGYDQFHG�E\�

SOXUDOLVP
HOLWLVP
FRUSRUDWLVP
WKH�1HZ�5LJKW
0DU[LVP�

3OXUDOLVW�YLHZ
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3OXUDOLVW�LGHDV�FDQ�EH�WUDFHG�EDFN�WR�HDUO\�OLEHUDO�SROLWLFDO�SKLORVRSK\��DQG
QRWDEO\� WR� WKH� LGHDV� RI� /RFNH� DQG�0RQWHVTXLHX� �VHH� S�� ������ 7KHLU� ILUVW
V\VWHPDWLF�GHYHORSPHQW��KRZHYHU�� LV� IRXQG� LQ� WKH�FRQWULEXWLRQV�RI� -DPHV
0DGLVRQ��VHH�S�������WR�7KH�)HGHUDOLVW�3DSHUV��+DPLOWRQ�HW�DO���>ߙ������@
������� ,Q� FRQVLGHULQJ� WKH� WUDQVIRUPDWLRQ� RI� $PHULFD� IURP� D� ORRVH
FRQIHGHUDWLRQ�RI�VWDWHV�LQWR�WKH�IHGHUDO�86$��0DGLVRQߞV�SDUWLFXODU�IHDU�ZDV
WKHߝ�SUREOHP�RI�IDFWLRQVߞ��,Q�FRPPRQ�ZLWK�PRVW�OLEHUDOV��0DGLVRQ�DUJXHG
WKDW� XQFKHFNHG� GHPRFUDWLF� UXOH�PLJKW� VLPSO\� OHDG� WR�PDMRULWDULDQLVP�� WR
WKH�FUXVKLQJ�RI�LQGLYLGXDO�ULJKWV�DQG�WR�WKH�H[SURSULDWLRQ�RI�SURSHUW\�LQ�WKH
QDPH�RI�WKH�SHRSOH��:KDW�PDGH�0DGLVRQߞV�ZRUN�QRWDEOH��KRZHYHU��ZDV�KLV
VWUHVV� XSRQ� WKH� PXOWLSOLFLW\� RI� LQWHUHVWV� DQG� JURXSV� LQ� VRFLHW\�� DQG� KLV
LQVLVWHQFH�WKDW��XQOHVV�HDFK�VXFK�JURXS�SRVVHVVHG�D�SROLWLFDO�YRLFH��VWDELOLW\
DQG�RUGHU�ZRXOG�EH�LPSRVVLEOH��+H�WKHUHIRUH�SURSRVHG�D�V\VWHP�RI�GLYLGHG
JRYHUQPHQW�EDVHG�RQ�WKH�VHSDUDWLRQ�RI�SRZHUV��VHH�S��������ELFDPHUDOLVP
DQG� IHGHUDOLVP� �VHH� S�� ������ WKDW� RIIHUHG� D� YDULHW\� RI� DFFHVV� SRLQWV� WR
FRPSHWLQJ�JURXSV�DQG� LQWHUHVWV��7KH� UHVXOWLQJ�V\VWHP�RI� UXOH�E\�PXOWLSOH
PLQRULWLHV� LV� RIWHQ� UHIHUUHG� WR� DV� �0DGLVRQLDQߝ GHPRFUDF\ߞ�� ,QVRIDU� DV� LW
UHFRJQL]HV�ERWK�WKH�H[LVWHQFH�RI�GLYHUVLW\�RU�PXOWLSOLFLW\�LQ�VRFLHW\��DQG�WKH
IDFW� WKDW� VXFK� PXOWLSOLFLW\� LV� GHVLUDEOH�� 0DGLVRQߞV� PRGHO� LV� WKH� ILUVW
GHYHORSHG�VWDWHPHQW�RI�SOXUDOLVW�SULQFLSOHV�
0DGLVRQLDQ�GHPRFUDF\��$�IRUP�RI�GHPRFUDF\�WKDW�LQFRUSRUDWHV
FRQVWLWXWLRQDO�SURWHFWLRQV�IRU�PLQRULWLHV�WKDW�HQDEOH�WKHP�WR�UHVLVW
PDMRULW\�UXOH�

&21&(37�
3OXUDOLVW�GHPRFUDF\
7KH�WHUP�SOXUDOLVW�GHPRFUDF\�LV�VRPHWLPHV�XVHG�LQWHUFKDQJHDEO\
ZLWK�OLEHUDO�GHPRFUDF\��0RUH�VSHFLILFDOO\��LW�UHIHUV�WR�D�IRUP�RI
GHPRFUDF\�WKDW�RSHUDWHV�WKURXJK�WKH�FDSDFLW\�RI�RUJDQL]HG
JURXSV�DQG�LQWHUHVWV�WR�DUWLFXODWH�SRSXODU�GHPDQGV�DQG�HQVXUH
UHVSRQVLYH�JRYHUQPHQW��7KH�FRQGLWLRQV�IRU�D�KHDOWK\�SOXUDOLVW
GHPRFUDF\�LQFOXGH������D�ZLGH�GLVSHUVDO�RI�SROLWLFDO�SRZHU
DPRQJVW�FRPSHWLQJ�JURXSV������D�KLJK�GHJUHH�RI�LQWHUQDO
UHVSRQVLYHQHVV��JURXS�OHDGHUV�EHLQJ�DFFRXQWDEOH�WR�PHPEHUV�
DQG�����D�QHXWUDO�JRYHUQPHQWDO�PDFKLQH�WKDW�LV�VXIILFLHQWO\
IUDJPHQWHG�WR�RIIHU�JURXSV�D�QXPEHU�RI�SRLQWV�RI�DFFHVV�

7KH�PRVW� LQIOXHQWLDO�PRGHUQ� H[SRQHQW� RI� SOXUDOLVW� WKHRU\� LV�5REHUW�'DKO
�VHH�S��������$V�GHVFULEHG�LQ�:KR�*RYHUQV"�'HPRFUDF\�DQG�3RZHU�LQ�DQ
$PHULFDQ� &LW\� �������� 'DKO� FDUULHG� RXW� DQ� HPSLULFDO� VWXG\� RI� WKH
GLVWULEXWLRQ� RI� SRZHU� LQ� 1HZ� +DYHQ�� &RQQHFWLFXW�� 86$�� +H� FRQFOXGHG
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WKDW��DOWKRXJK�WKH�SROLWLFDOO\�SULYLOHJHG�DQG�HFRQRPLFDOO\�SRZHUIXO�H[HUWHG
JUHDWHU�SRZHU�WKDQ�RUGLQDU\�FLWL]HQV��QR�UXOLQJ�RU�SHUPDQHQW�HOLWH�ZDV�DEOH
WR�GRPLQDWH�WKH�SROLWLFDO�SURFHVV��+LV�FRQFOXVLRQ�ZDV�WKDW1ߝ�HZ�+DYHQ�LV
DQ�H[DPSOH�RI�D�GHPRFUDWLF� V\VWHP��ZDUWV�DQG�DOOߞ��'DKO� UHFRJQL]HG� WKDW
PRGHUQ� GHPRFUDWLF� V\VWHPV� GLIIHU� PDUNHGO\� IURP� WKH� FODVVLFDO
GHPRFUDFLHV� RI� $QFLHQW� *UHHFH�� :LWK� &KDUOHV� /LQGEORP�� KH� FRLQHG� WKH
WHUPߝ�SRO\DUFK\ߞ��VHH�S������� WR�PHDQ�UXOH�E\� WKH�PDQ\��DV�GLVWLQFW� IURP
UXOH� E\� DOO� FLWL]HQV�� 7KH� NH\� IHDWXUH� RI� VXFK� D� V\VWHP� RI� SOXUDOLVW
GHPRFUDF\� LV� WKDW� FRPSHWLWLRQ� EHWZHHQ� SDUWLHV� DW� HOHFWLRQ� WLPH�� DQG� WKH
DELOLW\� RI� LQWHUHVW� RU� SUHVVXUH� JURXSV� WR� DUWLFXODWH� WKHLU� YLHZV� IUHHO\�
HVWDEOLVKHV�D�UHOLDEOH�OLQN�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�JRYHUQHG��DQG
FUHDWHV�D�FKDQQHO�RI�FRPPXQLFDWLRQ�EHWZHHQ�WKH�WZR��:KLOH�WKLV�PD\�IDOO�D
ORQJ� ZD\� VKRUW� RI� WKH� LGHDO� RI� SRSXODU� VHOI�JRYHUQPHQW�� LWV� VXSSRUWHUV
QHYHUWKHOHVV� DUJXH� WKDW� LW� HQVXUHV� D� VXIILFLHQW� OHYHO� RI� DFFRXQWDELOLW\� DQG
SRSXODU�UHVSRQVLYHQHVV�IRU�LW�WR�EH�UHJDUGHG�DV�GHPRFUDWLF�
+RZHYHU��WKH�UHODWLRQVKLS�EHWZHHQ�SOXUDOLVP�DQG�GHPRFUDF\�PD\�QRW�EH�D
VHFXUH�RQH��)RU� LQVWDQFH�� RQH� RI� WKH� SXUSRVHV� RI� WKH�0DGLVRQLDQ� V\VWHP
ZDV�� DUJXDEO\�� WR� FRQVWUDLQ� GHPRFUDF\� LQ� WKH� KRSH� RI� VDIHJXDUGLQJ
SURSHUW\�� ,Q� RWKHU�ZRUGV�� WKH� V\VWHP� RI� UXOH� E\�PXOWLSOH�PLQRULWLHV�PD\
VLPSO\� KDYH� EHHQ� D� GHYLFH� WR� SUHYHQW� WKH� PDMRULW\� �WKH� SURSHUW\OHVV
PDVVHV��IURP�H[HUFLVLQJ�SROLWLFDO�SRZHU��$�IXUWKHU�SUREOHP�LV� WKH�GDQJHU
RI� ZKDW� KDV� EHHQ� FDOOHG� �SOXUDOLVWߝ VWDJQDWLRQߞ�� 7KLV� RFFXUV� DV� RUJDQL]HG
JURXSV�DQG�HFRQRPLF�LQWHUHVWV�EHFRPH�VR�SRZHUIXO� WKDW� WKH\�FUHDWH�D� ORJ
MDP�� UHVXOWLQJ� LQ� WKH� SUREOHP� RI� JRYHUQPHQW� ��ߞRYHUORDGߝ ,Q� VXFK
FLUFXPVWDQFHV�� D� SOXUDOLVW� V\VWHP� PD\� VLPSO\� EHFRPH� XQJRYHUQDEOH�
)LQDOO\�� WKHUH� LV� WKH�SUREOHP�LGHQWLILHG�E\�'DKO� LQ� ODWHU�ZRUNV��VXFK�DV�$
3UHIDFH� WR� (FRQRPLF� 'HPRFUDF\� �������� QRWDEO\�� WKDW� WKH� XQHTXDO
RZQHUVKLS�RI� HFRQRPLF� UHVRXUFHV� WHQGV� WR� FRQFHQWUDWH�SROLWLFDO� SRZHU� LQ
WKH� KDQGV� RI� WKH� IHZ�� DQG�GHSULYH� WKH�PDQ\�RI� LW��7KLV� OLQH� RI� DUJXPHQW
UXQV�SDUDOOHO� WR� WKH�FRQYHQWLRQDO�0DU[LVW� FULWLTXH�RI�SOXUDOLVW�GHPRFUDF\�
DQG�KDV�JLYHQ�ULVH�WR�QHRSOXUDOLVP��VHH�S������
(OLWLVW�YLHZ
(OLWLVP� �VHH� S�� ����� GHYHORSHG� DV� D� FULWLTXH� RI� HJDOLWDULDQ� LGHDV� VXFK� DV
GHPRFUDF\�DQG�VRFLDOLVP��,W�GUDZV�DWWHQWLRQ�WR�WKH�IDFW�RI�HOLWH�UXOH��HLWKHU
DV� DQ� LQHYLWDEOH� DQG� GHVLUDEOH� IHDWXUH� RI� VRFLDO� H[LVWHQFH�� RU� DV� D
UHPHGLDEOH�DQG�UHJUHWWDEOH�RQH��&ODVVLFDO�HOLWLVWV�� VXFK�DV�9LOIUHGR�3DUHWR
��ߙ���������� *DHWDQR� 0RVFD� ��ߙ��������� DQG� 5REHUW� 0LFKHOV� ߙ�����
������� WHQGHG� WR� WDNH� WKH� IRUPHU� SRVLWLRQ�� )RU� WKHP�� GHPRFUDF\�ZDV� QR
PRUH�WKDQ�D�IRROLVK�GHOXVLRQ��EHFDXVH�SROLWLFDO�SRZHU�LV�DOZD\V�H[HUFLVHG
E\� D� SULYLOHJHG� PLQRULW\�� DQ� HOLWH�� )RU� H[DPSOH�� LQ� 7KH� 5XOLQJ� &ODVV
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�>����@� ������� 0RVFD� SURFODLPHG� WKDW�� LQ� DOO� VRFLHWLHV�� �WZRߝ FODVVHV� RI
SHRSOH�DSSHDUߙ��D�FODVV�WKDW�UXOHV�DQG�D�FODVV�WKDW�LV�UXOHGߞ��,Q�KLV�YLHZ��WKH
UHVRXUFHV� RU� DWWULEXWHV� WKDW� DUH� QHFHVVDU\� IRU� UXOH� DUH� DOZD\V� XQHTXDOO\
GLVWULEXWHG�� DQG�� IXUWKHU�� D� FRKHVLYH� PLQRULW\� ZLOO� DOZD\V� EH� DEOH� WR
PDQLSXODWH� DQG� FRQWURO� WKH�PDVVHV�� HYHQ� LQ� D� SDUOLDPHQWDU\� GHPRFUDF\�
3DUHWR� VXJJHVWHG� WKDW� WKH�TXDOLWLHV�QHHGHG� WR� UXOH�FRQIRUP� WR�RQH�RI� WZR
SV\FKRORJLFDO� W\SHV�� �ߞIR[HVߝ �ZKR� UXOH� E\� FXQQLQJ� DQG� DUH� DEOH� WR
PDQLSXODWH� WKH� FRQVHQW� RI� WKH�PDVVHV��� DQG� �ߞOLRQVߝ �ZKRVH�GRPLQDWLRQ� LV
W\SLFDOO\�DFKLHYHG� WKURXJK�FRHUFLRQ�DQG�YLROHQFH���0LFKHOV�GHYHORSHG�DQ
DOWHUQDWLYH� OLQH� RI� DUJXPHQW� EDVHG� RQ� WKH� WHQGHQF\� ZLWKLQ� DOO
RUJDQL]DWLRQV�� KRZHYHU� GHPRFUDWLF� WKH\� PLJKW� DSSHDU�� IRU� SRZHU� WR� EH
FRQFHQWUDWHG� LQ� WKH�KDQGV�RI�D� VPDOO�JURXS�RI�GRPLQDQW� ILJXUHV�ZKR�FDQ
RUJDQL]H� DQG�PDNH�GHFLVLRQV��+H� WHUPHG� WKLV� �WKHߝ LURQ� ODZ�RI�ROLJDUFK\ߞ
�VHH�S�������
:KHUHDV� FODVVLFDO� HOLWLVWV� VWURYH� WR� SURYH� WKDW� GHPRFUDF\� ZDV� DOZD\V� D
P\WK��PRGHUQ�HOLWLVW� WKHRULVWV�KDYH� WHQGHG� WR�KLJKOLJKW�KRZ�IDU�SDUWLFXODU
SROLWLFDO�V\VWHPV�IDOO�VKRUW�RI�WKH�GHPRFUDWLF�LGHDO��$Q�H[DPSOH�RI�WKLV�FDQ
EH�IRXQG�LQ�&��:ULJKW�0LOOVߞ�LQIOXHQWLDO�DFFRXQW�RI�WKH�SRZHU�VWUXFWXUH�LQ
WKH� 86$�� ,Q� FRQWUDVW� WR� WKH� SOXUDOLVW� QRWLRQ� RI� D� ZLGH� DQG� EURDGO\
GHPRFUDWLF�GLVSHUVDO�RI�SRZHU��0LOOV��LQ�7KH�3RZHU�(OLWH���������RIIHUHG�D
SRUWUDLW�RI�D�86$�GRPLQDWHG�E\�D�QH[XV�RI�OHDGLQJ�JURXSV��,Q�KLV�YLHZ��WKLV
�SDUWLFXODUO\�GHIHQFH���FRPSULVHG�D�WULXPYLUDWH�RI�ELJ�EXVLQHVVߞSRZHU�HOLWHߝ
UHODWHG� LQGXVWULHV��� WKH�86�PLOLWDU\� DQG� SROLWLFDO� FOLTXHV� VXUURXQGLQJ� WKH
3UHVLGHQW�� 'UDZLQJ� RQ� D� FRPELQDWLRQ� RI� HFRQRPLF� SRZHU�� EXUHDXFUDWLF
FRQWURO�� DQG� DFFHVV� WR� WKH� KLJKHVW� OHYHOV� RI� WKH� H[HFXWLYH� EUDQFK� RI
JRYHUQPHQW�� WKH� SRZHU� HOLWH� LV� DEOH� WR� VKDSH� NH\� ߞKLVWRU\�PDNLQJߝ
GHFLVLRQV��HVSHFLDOO\�LQ�WKH�ILHOGV�RI�GHIHQFH�DQG�IRUHLJQ�SROLF\��DV�ZHOO�DV
VWUDWHJLF� HFRQRPLF� SROLF\�� 7KH� SRZHU�HOLWH� PRGHO� VXJJHVWV� WKDW� OLEHUDO
GHPRFUDF\�LQ�WKH�86$�LV�ODUJHO\�D�VKDP��(OLWLVWV�KDYH��PRUHRYHU��DUJXHG
WKDW� HPSLULFDO� VWXGLHV� KDYH� VXSSRUWHG� SOXUDOLVW� FRQFOXVLRQV� RQO\� EHFDXVH
'DKO�DQG�RWKHUV�KDYH�LJQRUHG�WKH�LPSRUWDQFH�RI�QRQ�GHFLVLRQ�PDNLQJ�DV�D
PDQLIHVWDWLRQ�RI�SRZHU��VHH�S�����
&HUWDLQ� HOLWH� WKHRULVWV� KDYH� QHYHUWKHOHVV� DUJXHG� WKDW� D� PHDVXUH� RI
GHPRFUDWLF�DFFRXQWDELOLW\�LV�FRQVLVWHQW�ZLWK�HOLWH�UXOH��:KHUHDV�WKH�SRZHU�
HOLWH� PRGHO� SRUWUD\V� WKH� HOLWH� DV� D� FRKHVLYH� ERG\�� ERXQG� WRJHWKHU� E\
FRPPRQ� RU� RYHUODSSLQJ� LQWHUHVWV�� FRPSHWLWLYH� HOLWLVP� �VRPHWLPHV� FDOOHG
VHH�)LJXUH���KLJKOLJKWV�WKH�VLJQLILFDQFH�RI�HOLWH�ULYDOU\�ߞGHPRFUDWLF�HOLWLVPߝ
������ ,Q� RWKHU� ZRUGV�� WKH� HOLWH�� FRQVLVWLQJ� RI� WKH� OHDGLQJ� ILJXUHV� IURP� D
QXPEHU�RI�FRPSHWLQJ�JURXSV�DQG�LQWHUHVWV��LV�IUDFWXUHG��7KLV�YLHZ�LV�RIWHQ
DVVRFLDWHG� ZLWK� -RVHSK� 6FKXPSHWHUߞV� �VHH� S�� ����� �ߞUHDOLVWLFߝ PRGHO� RI
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GHPRFUDF\�RXWOLQHG�LQ�&DSLWDOLVP��6RFLDOLVP�DQG�'HPRFUDF\��������
7KH�GHPRFUDWLF�PHWKRG� LV� WKDW� LQVWLWXWLRQDO�DUUDQJHPHQW� IRU�DUULYLQJ
DW�SROLWLFDO�GHFLVLRQV�LQ�ZKLFK�LQGLYLGXDOV�DFTXLUH�WKH�SRZHU�WR�GHFLGH
E\�PHDQV�RI�D�FRPSHWLWLYH�VWUXJJOH�IRU�WKH�SHRSOHߞV�YRWH�

7KH�HOHFWRUDWH�FDQ�GHFLGH�ZKLFK�HOLWH�UXOHV��EXW�FDQQRW�FKDQJH�WKH�IDFW�WKDW
SRZHU� LV�DOZD\V�H[HUFLVHG�E\�DQ�HOLWH��7KLV�PRGHO�RI�FRPSHWLWLYH�HOLWLVP
ZDV� GHYHORSHG� E\�$QWKRQ\�'RZQV� ������� LQWR� WKH� �HFRQRPLFߝ WKHRU\� RI
GHPRFUDF\ߞ�� ,Q� HIIHFW�� HOHFWRUDO� FRPSHWLWLRQ� FUHDWHV� D� SROLWLFDO�PDUNHW� LQ
ZKLFK� SROLWLFLDQV� DFW� DV� HQWUHSUHQHXUV� EHQW� XSRQ� DFKLHYLQJ� JRYHUQPHQW
SRZHU��DQG� LQGLYLGXDO�YRWHUV�EHKDYH� OLNH�FRQVXPHUV��YRWLQJ� IRU� WKH�SDUW\
ZLWK� WKH� SROLFLHV� WKDW�PRVW� FORVHO\� UHIOHFW� WKHLU� RZQ� SUHIHUHQFHV��'RZQV
DUJXHG� WKDW� D� V\VWHP� RI� RSHQ� DQG� FRPSHWLWLYH� HOHFWLRQV� JXDUDQWHHV
GHPRFUDWLF� UXOH� EHFDXVH� LW� SODFHV� JRYHUQPHQW� LQ� WKH� KDQGV� RI� WKH� SDUW\
ZKRVH� SKLORVRSK\�� YDOXHV�� DQG� SROLFLHV� FRUUHVSRQG� PRVW� FORVHO\� WR� WKH
SUHIHUHQFHV� RI� WKH� ODUJHVW� JURXS� RI� YRWHUV�� $V� 6FKXPSHWHU� SXW� LW�
�V�D�PRGHO�RI�GHPRFUDWLF�SROLWLFV$��ߞGHPRFUDF\�LV�WKH�UXOH�RI�WKH�SROLWLFLDQߝ
FRPSHWLWLYH�HOLWLVP�DW�OHDVW�KDV�WKH�YLUWXH�WKDW�LW�FRUUHVSRQGV�FORVHO\�WR�WKH
ZRUNLQJV� RI� WKH� OLEHUDO�GHPRFUDWLF� SROLWLFDO� V\VWHP�� ,QGHHG�� LW� HPHUJHG
PRUH� DV� DQ� DWWHPSW� WR� GHVFULEH� KRZ� WKH� GHPRFUDWLF� SURFHVV� ZRUNV� WKDQ
WKURXJK� D� GHVLUH� WR� SUHVFULEH� FHUWDLQ� YDOXHV� DQG� SULQFLSOHV� �ߙ SROLWLFDO
HTXDOLW\��SRSXODU�SDUWLFLSDWLRQ��IUHHGRP��RU�ZKDWHYHU�

&21&(37�
(OLWLVP
(OLWH�RULJLQDOO\�PHDQW��DQG�FDQ�VWLOO�PHDQߝ��WKH�KLJKHVWߞ�� ߞWKH�EHVWߝ
RU� �WKHߝ H[FHOOHQWߞ�� 8VHG� LQ� DQ� HPSLULFDO� VHQVH�� LW� UHIHUV� WR� D
PLQRULW\� LQ� ZKRVH� KDQGV� SRZHU�� ZHDOWK� RU� SULYLOHJH� LV
FRQFHQWUDWHG��(OLWLVP�LV�D�EHOLHI�LQ��RU�SUDFWLFH�RI��UXOH�E\�DQ�HOLWH
RU�PLQRULW\��1RUPDWLYH�HOLWLVP�VXJJHVWV�WKDW�SROLWLFDO�SRZHU�VKRXOG
EH� YHVWHG� LQ� WKH� KDQGV� RI� D� ZLVH� RU� HQOLJKWHQHG� PLQRULW\�
&ODVVLFDO� HOLWLVP� FODLPV� WR� EH� HPSLULFDO� �DOWKRXJK� QRUPDWLYH
EHOLHIV� RIWHQ� LQWUXGHV��� DQG� VHHV� HOLWH� UXOH� DV� DQ� XQFKDQJHDEOH
IDFW�RI�VRFLDO�H[LVWHQFH��0RGHUQ�HOLWLVP�LV�DOVR�HPSLULFDO��EXW�LW� LV
PRUH�FULWLFDO�DQG�GLVFULPLQDWLQJ�DERXW�WKH�FDXVHV�RI�HOLWH�UXOH�
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)LJXUH�����(OLWH�PRGHOV
&RUSRUDWLVW�YLHZ
7KH�RULJLQV�RI�FRUSRUDWLVP��VHH�S�������GDWH�EDFN�WR�WKH�DWWHPSW�LQ�)DVFLVW
,WDO\�WR�FRQVWUXFW�D�VR�FDOOHGߝ�FRUSRUDWH�VWDWHߞ�E\�LQWHJUDWLQJ�ERWK�PDQDJHUV
DQG� ZRUNHUV� LQWR� WKH� SURFHVVHV� RI� JRYHUQPHQW�� &RUSRUDWLVW� WKHRULVWV�
KRZHYHU�� KDYH� GUDZQ� DWWHQWLRQ� WR� SDUDOOHO� GHYHORSPHQWV� LQ� WKH� ZRUOGߞV
PDMRU� LQGXVWULDOL]HG� VWDWHV�� ,Q� WKH� IRUP� RI� QHRFRUSRUDWLVP�� RU� OLEHUDO
FRUSRUDWLVP�� WKLV� JDYH� ULVH� WR� WKH� VSHFWUH� RI� �WULSDUWLWHߝ JRYHUQPHQWߞ�� LQ
ZKLFK� JRYHUQPHQW� LV� FRQGXFWHG� WKURXJK� RUJDQL]DWLRQV� WKDW� DOORZ� VWDWH
RIILFLDOV��HPSOR\HUVߞ�JURXSV��DQG�XQLRQV�WR�GHDO�GLUHFWO\�ZLWK�RQH�DQRWKHU�
7R� D� ODUJH� H[WHQW�� WKLV� WHQGHQF\� WR� LQWHJUDWH� HFRQRPLF� LQWHUHVWV� LQWR
JRYHUQPHQW��ZKLFK�ZDV�FRPPRQ�LQ�WKH�SRVW������SHULRG��DQG�SDUWLFXODUO\
SURPLQHQW�LQ��IRU�H[DPSOH��6ZHGHQ��1RUZD\��WKH�1HWKHUODQGV�DQG�$XVWULD�
ZDV� D� FRQVHTXHQFH� RI� WKH� GULIW� WRZDUGV� HFRQRPLF� PDQDJHPHQW� DQG
LQWHUYHQWLRQ��$V�JRYHUQPHQW�VRXJKW� WR�PDQDJH�HFRQRPLF� OLIH�DQG�GHOLYHU
DQ�LQFUHDVLQJO\�EURDG�UDQJH�RI�SXEOLF�VHUYLFHV�� LW� UHFRJQL]HG�WKH�QHHG�IRU
LQVWLWXWLRQDO� DUUDQJHPHQWV� WKDW� ZHUH� GHVLJQHG� WR� VHFXUH� WKH� FRRSHUDWLRQ
DQG�VXSSRUW�RI�PDMRU�HFRQRPLF�LQWHUHVWV��:KHUH�DWWHPSWV�KDYH�EHHQ�PDGH
WR�VKLIW�HFRQRPLF�SROLF\�DZD\�IURP�VWDWH�LQWHUYHQWLRQ�DQG�WRZDUGV�WKH�IUHH
PDUNHW��DV�LQ�WKH�8.�VLQFH��������WKH�LPSDFW�RI�FRUSRUDWLVP�KDV�PDUNHGO\
GLPLQLVKHG�
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1HRFRUSRUDWLVP��$�WHQGHQF\�IRXQG�LQ�:HVWHUQ�SRO\DUFKLHV�IRU
RUJDQL]HG�LQWHUHVWV�WR�EH�JUDQWHG�SULYLOHJHG�DQG�LQVWLWXWLRQDOL]HG
DFFHVV�WR�SROLF\�IRUPXODWLRQ�
7KH�VLJQLILFDQFH�RI�FRUSRUDWLVP�LQ�WHUPV�RI�GHPRFUDWLF�SURFHVVHV�LV�FOHDUO\
FRQVLGHUDEOH��7KHUH�DUH� WKRVH�ZKR�� OLNH� WKH�%ULWLVK�JXLOG�VRFLDOLVWV��DUJXH
WKDW�FRUSRUDWLVP�PDNHV�SRVVLEOH�D�IRUP�RI�IXQFWLRQDO�UHSUHVHQWDWLRQ��LQ�WKDW
LQGLYLGXDOVߞ� YLHZV� DQG� LQWHUHVWV� DUH� DUWLFXODWHG� PRUH� E\� WKH� JURXSV� WR
ZKLFK� WKH\�EHORQJ� WKDQ� WKURXJK� WKH�PHFKDQLVP�RI�FRPSHWLWLYH�HOHFWLRQV�
:KDW� LV� FDOOHG� �FRUSRUDWHߝ SOXUDOLVPߞ� WKXV� SRUWUD\V� WULSDUWLVP� DV� D
PHFKDQLVP� WKURXJK� ZKLFK� WKH� PDMRU� JURXSV� DQG� LQWHUHVWV� LQ� VRFLHW\
FRPSHWH� WR� VKDSH�JRYHUQPHQW�SROLF\��6RPH�FRPPHQWDWRUV��KRZHYHU�� VHH
FRUSRUDWLVP�DV�D� WKUHDW� WR�GHPRFUDF\��,Q�WKH�ILUVW�SODFH��FRUSRUDWLVP�RQO\
DGYDQWDJHV� JURXSV� WKDW� DUH� DFFRUGHG� SULYLOHJHG� DFFHVV� WR� JRYHUQPHQW�
�JURXSVߞRXWVLGHUߝ��JURXSV�WKHUHIRUH�SRVVHVV�D�SROLWLFDO�YRLFH��ZKLOHߞQVLGHU,ߝ
DUH�GHQLHG�RQH��6HFRQG��FRUSRUDWLVP�FDQ�ZRUN� WR� WKH�EHQHILW�RI� WKH�VWDWH�
UDWKHU�WKDQ�PDMRU�HFRQRPLF�LQWHUHVWV��LQ�WKDW�WKH�SHDN�DVVRFLDWLRQV� WKDW� WKH
JRYHUQPHQW�FKRRVHV�WR�GHDO�ZLWK�FDQ�EH�XVHG�WR�H[HUW�GLVFLSOLQH�RYHU�WKHLU
PHPEHUV�DQG�WR�ILOWHU�RXW�UDGLFDO�GHPDQGV��)LQDOO\��FRUSRUDWLVP�WKUHDWHQV
WR�VXEYHUW�WKH�SURFHVVHV�RI�HOHFWRUDO�RU�SDUOLDPHQWDU\�GHPRFUDF\��3ROLF\�LV
PDGH� WKURXJK� QHJRWLDWLRQV� EHWZHHQ� JRYHUQPHQW� RIILFLDOV� DQG� OHDGHUV� RI
SRZHUIXO� HFRQRPLF� LQWHUHVWV�� UDWKHU� WKDQ� WKURXJK� WKH� GHOLEHUDWLRQV� RI� D
UHSUHVHQWDWLYH� DVVHPEO\�� ,QWHUHVW�JURXS� OHDGHUV� PD\� WKXV� H[HUW
FRQVLGHUDEOH� SROLWLFDO� SRZHU�� HYHQ� WKRXJK� WKH\� DUH� LQ� QR� ZD\� SXEOLFO\
DFFRXQWDEOH�DQG�WKHLU�LQIOXHQFH�LV�QRW�VXEMHFW�WR�SXEOLF�VFUXWLQ\�
3HDN�DVVRFLDWLRQ��$�JURXS�UHFRJQL]HG�E\�JRYHUQPHQW�DV
UHSUHVHQWLQJ�WKH�JHQHUDO�RU�FROOHFWLYH�LQWHUHVWV�RI�EXVLQHVVHV�RU
ZRUNHUV�
1HZ�5LJKW�YLHZ
7KH�HPHUJHQFH�RI�WKH�1HZ�5LJKW�IURP�WKH�����V�RQZDUGV�KDV�JHQHUDWHG�D
YHU\� SDUWLFXODU� FULWLTXH� RI� GHPRFUDWLF� SROLWLFV�� 7KLV� KDV� IRFXVHG� RQ� WKH
GDQJHU�RI�ZKDW�KDV�EHHQ�FDOOHG� �ߞGHPRFUDWLF�RYHUORDGߝ� WKH�SDUDO\VLV�RI� D
SROLWLFDO� V\VWHP� WKDW� LV� VXEMHFW� WR� XQUHVWUDLQHG� JURXS� DQG� HOHFWRUDO
SUHVVXUHV��2QH�DVSHFW�RI�WKLV�FULWLTXH�KDV�KLJKOLJKWHG�WKH�XQVDYRXU\�IDFH�RI
FRUSRUDWLVP��1HZ�5LJKW� WKHRULVWV� DUH� NHHQ� DGYRFDWHV� RI� WKH� IUHH�PDUNHW�
EHOLHYLQJ� WKDW� HFRQRPLHV�ZRUN�EHVW�ZKHQ� OHIW� DORQH�E\�JRYHUQPHQW��7KH
GDQJHU�RI�FRUSRUDWLVP�IURP�WKLV�SHUVSHFWLYH� LV� WKDW� LW�HPSRZHUV�VHFWLRQDO
JURXSV� DQG� HFRQRPLF� LQWHUHVWV�� HQDEOLQJ� WKHP� WR� PDNH� GHPDQGV� RQ
JRYHUQPHQW� IRU� LQFUHDVHG� SD\�� SXEOLF� LQYHVWPHQW�� VXEVLGLHV�� VWDWH
SURWHFWLRQ�� DQG� VR� RQ�� ,Q� HIIHFW�� FRUSRUDWLVP� DOORZV� ZHOO�SODFHG� LQWHUHVW
JURXSV� WR� GRPLQDWH� DQG� GLFWDWH� WR� JRYHUQPHQW�� 7KH� UHVXOW� RI� WKLV�
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DFFRUGLQJ� WR� WKH� 1HZ� 5LJKW�� LV� DQ� LUUHVLVWLEOH� GULIW� WRZDUGV� VWDWH
LQWHUYHQWLRQ�DQG�HFRQRPLF�VWDJQDWLRQ��2OVRQ��������
*RYHUQPHQW� �ߞRYHUORDGߝ FDQ� DOVR� EH� VHHQ� WR� EH� D� FRQVHTXHQFH� RI� WKH
HOHFWRUDO� SURFHVV�� 7KLV� ZDV� ZKDW� %ULWWDQ� ������� UHIHUUHG� WR� DV� WKHߝ
HFRQRPLF� FRQVHTXHQFHV� RI� GHPRFUDF\ߞ�� ,Q� WKLV� YLHZ�� HOHFWRUDO� SROLWLFV
DPRXQWV�WR�D�VHOI�GHIHDWLQJ�SURFHVV�LQ�ZKLFK�SROLWLFLDQV�DUH�HQFRXUDJHG�WR
FRPSHWH� IRU� SRZHU� E\� RIIHULQJ� LQFUHDVLQJO\� XQUHDOLVWLF� SURPLVHV� WR� WKH
HOHFWRUDWH��%RWK�YRWHUV�DQG�SROLWLFLDQV�DUH�KHOG� WR�EODPH�KHUH��9RWHUV� DUH
DWWUDFWHG�E\�SURPLVHV�RI�KLJKHU�SXEOLF�VSHQGLQJ�EHFDXVH�WKH\�FDOFXODWH�WKDW
WKH� FRVW� �DQ� LQFUHDVHG� WD[� EXUGHQ�� ZLOO� EH� VSUHDG� RYHU� WKH� HQWLUH
SRSXODWLRQ��3ROLWLFLDQV�� FRQVXPHG�E\� WKH�GHVLUH� WR�ZLQ�SRZHU�� DWWHPSW� WR
RXWELG�RQH�DQRWKHU�E\�PDNLQJ�HYHU�PRUH�JHQHURXV�VSHQGLQJ�SOHGJHV�WR�WKH
HOHFWRUDWH�� $FFRUGLQJ� WR� %ULWWDQ�� WKH� HFRQRPLF� FRQVHTXHQFHV� RI
XQUHVWUDLQHG� GHPRFUDF\� DUH� KLJK� OHYHOV� RI� LQIODWLRQ� IXHOOHG� E\� SXEOLF
ERUURZLQJ�� DQG� D� WD[� EXUGHQ� WKDW� GHVWUR\V� HQWHUSULVH� DQG� XQGHUPLQHV
JURZWK��$V�FKDUDFWHUL]HG�E\�0DUTXDQG���������WKH�1HZ�5LJKW�YLHZ�LV�WKDW
�GHPRFUDF\�LV�WR�DGXOWV�ZKDW�FKRFRODWH�LV�WR�FKLOGUHQߝ�HQGOHVVO\�WHPSWLQJ�
KDUPOHVV� LQ� VPDOO� GRVHV�� VLFNHQLQJ� LQ� H[FHVVߞ�� 1HZ� 5LJKW� WKHRULVWV
WKHUHIRUH� WHQG� WR� VHH� GHPRFUDF\� LQ� VWULFWO\� SURWHFWLYH� WHUPV�� UHJDUGLQJ� LW
HVVHQWLDOO\�DV�D�GHIHQFH�DJDLQVW�DUELWUDU\�JRYHUQPHQW��UDWKHU�WKDQ�D�PHDQV
RI�EULQJLQJ�DERXW�VRFLDO�WUDQVIRUPDWLRQ�
0DU[LVW�YLHZ
$V� SRLQWHG� RXW� LQ� UHODWLRQ� WR� SHRSOHߞV� GHPRFUDF\�� WKH� 0DU[LVW� YLHZ� RI
GHPRFUDWLF�SROLWLFV�LV�URRWHG�LQ�FODVV�DQDO\VLV��,Q�WKLV�YLHZ��SROLWLFDO�SRZHU
FDQQRW�EH�XQGHUVWRRG�QDUURZO\�LQ�WHUPV�RI�HOHFWRUDO�ULJKWV��RU�LQ�WHUPV�RI
WKH� DELOLW\� RI� JURXSV� WR� DUWLFXODWH� WKHLU� LQWHUHVWV� E\� OREE\LQJ� DQG
FDPSDLJQLQJ�� 5DWKHU�� DW� D� GHHSHU� OHYHO�� SROLWLFDO� SRZHU� UHIOHFWV� WKH
GLVWULEXWLRQ�RI�HFRQRPLF�SRZHU�DQG�� LQ�SDUWLFXODU�� WKH�XQHTXDO�RZQHUVKLS
RI� SURGXFWLYH� ZHDOWK�� 7KH� 0DU[LVW� FULWLTXH� RI� OLEHUDO� GHPRFUDF\� WKXV
IRFXVHV�XSRQ�WKH�LQKHUHQW�WHQVLRQ�EHWZHHQ�GHPRFUDF\�DQG�FDSLWDOLVP��WKDW
LV��EHWZHHQ�WKH�SROLWLFDO�HTXDOLW\�WKDW�OLEHUDO�GHPRFUDF\�SURFODLPV�DQG�WKH
VRFLDO� LQHTXDOLW\� WKDW� D� FDSLWDOLVW� HFRQRP\� LQHYLWDEO\� JHQHUDWHV�� /LEHUDO
GHPRFUDFLHV� DUH� WKXV� VHHQ� DV� �ߞFDSLWDOLVWߝ RU� �ߞERXUJHRLVߝ GHPRFUDFLHV� WKDW
DUH�PDQLSXODWHG�DQG�FRQWUROOHG�E\�WKH�HQWUHQFKHG�SRZHU�RI�D�UXOLQJ�FODVV�
5XOLQJ�FODVV��$�0DU[LVW�WHUP��GHQRWLQJ�D�FODVV�WKDW�GRPLQDWHV�RWKHU
FODVVHV�DQG�VRFLHW\�DW�ODUJH�E\�YLUWXH�RI�LWV�RZQHUVKLS�RI�SURGXFWLYH
ZHDOWK�
0DU[LVP� WKXV� RIIHUV� D� GLVWLQFWLYH� FULWLTXH� RI� SOXUDOLVW� GHPRFUDF\�� 3RZHU
FDQQRW�EH�ZLGHO\�DQG�HYHQO\�GLVSHUVHG�LQ�VRFLHW\�DV�ORQJ�DV�FODVV�SRZHU�LV
XQHTXDOO\�GLVWULEXWHG��,QGHHG��LQ�PDQ\�UHVSHFWV��WKH�0DU[LVW�YLHZ�SDUDOOHOV
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WKH�HOLWLVW�FULWLTXH�RI�SOXUDOLVP��%RWK�YLHZV�VXJJHVW�WKDW�SRZHU�LV�XOWLPDWHO\
FRQFHQWUDWHG� LQ� WKH�KDQGV�RI� WKH� IHZ�� WKH�PDLQ�GLIIHUHQFH�EHLQJ�ZKHWKHU
WKH�IHZ�LV�FRQFHLYHG�RI�DV�Dߝ�SRZHU�HOLWHߞ�RU�DV�Dߝ�UXOLQJ�FODVVߞ��+RZHYHU�
VLJQLILFDQW�GLIIHUHQFHV�FDQ�DOVR�EH�LGHQWLILHG��)RU�LQVWDQFH��ZKHUHDV�HOLWLVWV
VXJJHVW� WKDW� SRZHU� GHULYHV� IURP� D� YDULHW\� RI� VRXUFHV� �HGXFDWLRQ�� VRFLDO
VWDWXV�� EXUHDXFUDWLF� SRVLWLRQ�� SROLWLFDO� FRQQHFWLRQV�� ZHDOWK�� DQG� VR� RQ��
0DU[LVWV�HPSKDVL]H�WKH�GHFLVLYH�LPSRUWDQFH�RI�HFRQRPLF�IDFWRUV��QRWDEO\�
WKH�RZQHUVKLS�DQG�FRQWURO�RI� WKH�PHDQV�RI�SURGXFWLRQ��0RGHUQ�0DU[LVWV�
KRZHYHU��KDYH�EHHQ�OHVV�ZLOOLQJ�WR�GLVPLVV�HOHFWRUDO�GHPRFUDF\�DV�QRWKLQJ
PRUH� WKDQ� D� VKDP��(XURFRPPXQLVWV�� IRU� H[DPSOH�� DEDQGRQHG� WKH� LGHD� RI
UHYROXWLRQ�� HPEUDFLQJ� LQVWHDG� WKH� QRWLRQ� RI� D� SHDFHIXO�� OHJDO� DQG
GHPRFUDWLFߝ�URDG�WR�VRFLDOLVPߞ�
(XURFRPPXQLVP��$�IRUP�RI�GHUDGLFDOL]HG�FRPPXQLVP�WKDW
DWWHPSWHG�WR�EOHQG�0DU[LVP�ZLWK�OLEHUDO�GHPRFUDWLF�SULQFLSOHV�
7RZDUGV�FRVPRSROLWDQ�GHPRFUDF\"
7KH�LGHD�RI�FRVPRSROLWDQ�GHPRFUDF\�KDV�UHFHLYHG�JURZLQJ�DWWHQWLRQ�GXH�WR
WKH�DGYDQFH�RI�JOREDOL]DWLRQ�DQG� WKH�HYLGHQW� �RI�GRPHVWLFߞKROORZLQJ�RXWߝ
GHPRFUDWLF� SURFHVVHV� IRFXVHG� RQ� WKH� QDWLRQ�VWDWH�� ,I� JOREDO
LQWHUFRQQHFWHGQHVV� PHDQV� WKDW� SROLF\�PDNLQJ� DXWKRULW\� KDV� VKLIWHG� IURP
QDWLRQDO� JRYHUQPHQWV� WR� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� VXUHO\� GHPRFUDF\
VKRXOG� EH� UHFDVW� LQ� OLQH� ZLWK� WKLV"� +RZHYHU�� ZKDW� ZRXOG� FRVPRSROLWDQ
GHPRFUDF\� ORRN� OLNH��DQG�KRZ�ZRXOG� LW�RSHUDWH"�7ZR�EDVLF�PRGHOV�KDYH
EHHQ� DGYDQFHG�� 7KH� ILUVW� ZRXOG� LQYROYH� WKH� FRQVWUXFWLRQ� RI� D� ZRUOG
SDUOLDPHQW��D�ERG\�ZKRVH�UROH�ZRXOG�EH�WR�LQWURGXFH�JUHDWHU�VFUXWLQ\�DQG
RSHQQHVV� WR� WKH� SURFHVV� RI� JOREDO� GHFLVLRQ�PDNLQJ� E\� FDOOLQJ� WR� DFFRXQW
HVWDEOLVKHG� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� VXFK� DV� WKH� 8QLWHG� 1DWLRQV�� WKH
:RUOG�7UDGH�2UJDQL]DWLRQ��WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��DQG�VR�IRUWK�
9HU\� IHZ� DGYRFDWHV� RI� VXFK� DQ� LGHD� FRQWHPSODWH� WKH� FUHDWLRQ� RI� D� IXOO\
IOHGJHG� ZRUOG� JRYHUQPHQW� RU� JOREDO� VWDWH�� PRVW�� LQVWHDG�� IDYRXU� D
PXOWLOHYHO�V\VWHP�RI�SRVW�VRYHUHLJQ�JRYHUQDQFH�LQ�ZKLFK�QR�ERG\�RU�OHYHO
LV� DEOH� WR� H[HUFLVH� ILQDO� DXWKRULW\�� +HOG� ������� SURSRVHG� D� SDFNDJH� RI
PHDVXUHV�� LQFOXGLQJ� WKH� HVWDEOLVKPHQW� RI� D� �JOREDOߝ SDUOLDPHQWߞ�� UHIRUPHG
DQG�PRUH�DFFRXQWDEOH�LQWHUQDWLRQDO�RUJDQL]DWLRQV��DQG�WKHߝ�SHUPDQHQW�VKLIW
RI� D� JURZLQJ�SURSRUWLRQ�RI� D� QDWLRQ� VWDWHߞV� FRHUFLYH� FDSDFLW\� WR� UHJLRQDO
DQG�JOREDO�LQVWLWXWLRQV��0ߞRQELRW���������IRU�KLV�SDUW��EDFNHG�WKH�FUHDWLRQ
RI�D�SRSXODUO\�HOHFWHG�ZRUOG�SDUOLDPHQW��FRPSRVHG�RI�����UHSUHVHQWDWLYHV�
HDFK�ZLWK�D�FRQVWLWXHQF\�RI�DERXW����PLOOLRQ�SHRSOH��PDQ\�RI�ZKLFK�ZRXOG
VWUDGGOH�QDWLRQDO�ERUGHUV�
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*OREDO�FLYLO�VRFLHW\
*OREDO�FLYLO�VRFLHW\�UHIHUV�WR�D�UHDOP�LQ�ZKLFK�WUDQVQDWLRQDO�QRQ�
JRYHUQPHQWDO�JURXSV�DQG�DVVRFLDWLRQV�LQWHUDFW��7KHVH�JURXSV�DUH
W\SLFDOO\�YROXQWDU\�DQG�QRQ�SURILWPDNLQJ��VHWWLQJ�WKHP�DSDUW�IURP
71&V��VHH�S��������+RZHYHU��WKH�WHUPߝ�JOREDO�FLYLO�VRFLHW\ߞ�LV
FRPSOH[�DQG�FRQWHVWHG��,Q�LWVߝ�DFWLYLVWߞ�YHUVLRQ��WUDQVQDWLRQDO
VRFLDO�PRYHPHQWV�DUH�WKH�NH\�DJHQWV�RI�JOREDO�FLYLO�VRFLHW\��JLYLQJ
LW�DQߝ�RXWVLGHUߞ�RULHQWDWLRQ��DQG�D�VWURQJ�IRFXV�RQ�FRVPRSROLWDQ
LGHDOV��,Q�LWVߝ�SROLF\ߞ�YHUVLRQ��1*2V�DUH�WKH�NH\�DJHQWV�RI�JOREDO
FLYLO�VRFLHW\��JLYLQJ�LW�DQߝ�LQVLGHUߞ�RULHQWDWLRQ�DQG�PHDQLQJ�WKDW�LW
RYHUODSV�ZLWK�JOREDO�JRYHUQDQFH��VHH�S�������

7KH� DOWHUQDWLYH�PRGHO� RI� FRVPRSROLWDQ� GHPRFUDF\� LV� OHVV� DPELWLRXV� DQG
IRUPDOL]HG��UHO\LQJ�OHVV�RQ�WKH�FRQVWUXFWLRQ�RI�QHZ�ERGLHV�DQG�PRUH�RQ�WKH
UHIRUP� RI� H[LVWLQJ� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� RIWHQ� OLQNHG� WR� WKH
VWUHQJWKHQLQJ� RI� JOREDO� FLYLO� VRFLHW\�� 7KLV�PRGHO� SODFHV� LWV� IDLWK� LQ� QRQ�
JRYHUQPHQWDO� RUJDQL]DWLRQV� �1*2V�� �VHH� S�� ����� WR� UHFRQILJXUH� JOREDO
SRZHU�E\�RIIHULQJ�DQ�DOWHUQDWLYH�WR�WRS�GRZQ�FRUSRUDWH�JOREDOL]DWLRQ��7KLV
LGHD� RI� �JOREDOL]DWLRQߝ IURP� EHORZߞ� DPRXQWV� WR� D� ERWWRP�XS� GHPRFUDWLF
YLVLRQ�RI�D�FLYLOL]LQJ�ZRUOG�RUGHU��6XFK�DQ�DSSURDFK�ZRXOG�EH�HIIHFWLYH�WR
WKH�H[WHQW�WKDW�1*2V�DQG�WUDQVQDWLRQDO�VRFLDO�PRYHPHQWV�FRXOG�LQWURGXFH
DQ� HOHPHQW� RI� SXEOLF� VFUXWLQ\� DQG� DFFRXQWDELOLW\� WR� WKH� ZRUNLQJ� RI
LQWHUQDWLRQDO� ERGLHV�� FRQIHUHQFHV�� VXPPLWV�� DQG� WKH� OLNH�� PHDQLQJ� WKDW
JOREDO�FLYLO�VRFLHW\�IXQFWLRQV�DV�D�FKDQQHO�RI�FRPPXQLFDWLRQV�EHWZHHQ�WKH
LQGLYLGXDO�DQG�JOREDO�LQVWLWXWLRQV�
+RZHYHU��WKH�SURVSHFWV�IRU�FRVPRSROLWDQ�GHPRFUDF\�DUH�IDU�IURP�URV\��,Q
WKH� ILUVW�SODFH�� VWDWHV��DQG�HVSHFLDOO\�PDMRU�VWDWHV��DUH� OLNHO\� WR�EORFN�DQ\
WUHQG� WRZDUGV� JOREDO� GHPRFUDF\�� RU� HQVXUH� WKDW� DQ\� �ߞDOWHUQDWLYHߝ ERGLHV
WKDW�PD\�EH� FUHDWHG�ZLOO� ODFN� FUHGLELOLW\� DQG� UHPDLQ� SHULSKHUDO� WR� JOREDO
GHFLVLRQ�PDNLQJ�� ,Q� D� ZLGHU� VHQVH�� WKH� HJDOLWDULDQ� WKUXVW� LPSOLFLW� LQ� WKH
LGHD� RI� FRVPRSROLWDQ� GHPRFUDF\� LV� VLPSO\� RXW� RI� VWHS� ZLWK� WKH� GHHS
HFRQRPLF��SROLWLFDO��DQG�PLOLWDU\�GLVSDULWLHV�RI�WKH�H[LVWLQJ�JOREDO�V\VWHP�
$VLGH� IURP� WKH� REVWDFOHV� FRQIURQWLQJ� WKH� WUDQVLWLRQ� WR� FRVPRSROLWDQ
GHPRFUDF\�� FULWLFV� KDYH� DUJXHG� WKDW� WKH� SURMHFW� LWVHOI�PD\�EH� SURIRXQGO\
PLVFRQFHLYHG�� ,Q� WKH� ILUVW� SODFH�� KRZHYHU� VWUXFWXUHG� DQG� FRPSRVHG�� DQ\
JOREDO� LQVWLWXWLRQ� WKDW� LV� WDVNHG� ZLWK� HQVXULQJ� SXEOLF� DFFRXQWDELOLW\� LV
GRRPHG� WR� IDLOXUH��7KH� LQHYLWDEOH� �EHWZHHQ�SRSXODUO\�HOHFWHG�JOREDOߞJDSߝ
SROLWLFDO� LQVWLWXWLRQV� DQG� RUGLQDU\� FLWL]HQV� DURXQG� WKH�ZRUOG�ZRXOG�PHDQ
WKDW� DQ\� FODLP� WKDW� WKHVH� LQVWLWXWLRQV� DUH� GHPRFUDWLF� ZRXOG� EH� PHUH
SUHWHQFH��'HPRFUDF\��LQ�WKLV�OLJKW��LV�SHUKDSV�RQO\�PHDQLQJIXO�LI�LW�LV�ORFDO
RU�QDWLRQDO��DQG�DOO�LQWHUQDWLRQDO�RUJDQL]DWLRQV��ZKHWKHU�WKHVH�DUH�UHJLRQDO
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RU� JOREDO�� DUH� GHVWLQHG� WR� VXIIHU� IURP� D� GHELOLWDWLQJ� �GHPRFUDWLFߝ GHILFLWߞ�
6HFRQG�� WKH� GHPRFUDWLF� FUHGHQWLDOV� RI�1*2V� DQG�� IRU� WKDW�PDWWHU�� VRFLDO
PRYHPHQWV� PD\� EH� HQWLUHO\� ERJXV�� /DUJH� PHPEHUVKLSV�� FRPPLWWHG
DFWLYLVWV�� DQG� WKH� DELOLW\� WR�PRELOL]H�SRSXODU� SURWHVWV� DQG�GHPRQVWUDWLRQV
XQGRXEWHGO\� JLYH� VRFLDO� PRYHPHQWV� DQG� 1*2V� SROLWLFDO� LQIOXHQFH�� EXW
WKH\�GR�QRW� LQYHVW� WKHP�ZLWK�GHPRFUDWLF�DXWKRULW\��4XLWH�VLPSO\��WKHUH�LV
QR�ZD\�RI�WHVWLQJ�WKH�ZHLJKW�RI�WKHLU�YLHZV�DJDLQVW�WKRVH�RI�WKH�SRSXODWLRQ
DW�ODUJH�

48(67,216�)25�',6&866,21
�� :K\�GRHV�SRZHU�QHHG�OHJLWLPDWLRQ"
�� $UH�FDSLWDOLVW�VRFLHWLHV�LQHYLWDEO\�SURQH�WR�OHJLWLPDWLRQ�FULVHV"
�� :KDW�LV�WKH�UHODWLRQVKLS�EHWZHHQ�SRSXOLVP�DQG�GHPRFUDF\"
�� ,V�GHPRFUDWLF�OHJLWLPDF\�WKH�RQO\�PHDQLQJIXO�IRUP�RI

OHJLWLPDF\"
�� +RZ��DQG�WR�ZKDW�H[WHQW��LV�GHPRFUDF\ߞV�FDSDFLW\�WR�GHOLYHU

OHJLWLPDF\�IDOWHULQJ"
�� ,V�JRYHUQPHQW�E\�WKH�SHRSOH�FRPSDWLEOH�ZLWK�JRYHUQPHQW�IRU

WKH�SHRSOH"
�� 'RHV�GLUHFW�GHPRFUDF\�KDYH�DQ\�UHOHYDQFH�LQ�PRGHUQ

FLUFXPVWDQFHV"
�� +DYH�WKH�YLUWXHV�RI�GHPRFUDF\�EHHQ�RYHUVWDWHG"
�� +RZ�GR�FODVVLFDO�GHPRFUDF\�DQG�SURWHFWLYH�GHPRFUDF\

GLIIHU"
��� :KLFK�PRGHO�RI�GHPRFUDF\�LV�WKH�PRVW�DWWUDFWLYH��DQG�ZK\"
��� 'R�PRGHUQ�IRUPV�RI�UHSUHVHQWDWLYH�GHPRFUDF\�GHVHUYH�WR�EH

GHVFULEHG�DV�GHPRFUDWLF"
��� 6KRXOG�GHPRFUDWLF�V\VWHPV�HQFRPSDVV�JXDUDQWHHV�RI

PLQRULW\�ULJKWV"
��� :KDW�DUH�WKH�PDMRU�WKUHDWV�WR�GHPRFUDF\�LQ�PRGHUQ�VRFLHW\"
��� ,V�FRVPRSROLWDQ�GHPRFUDF\�SRVVLEOH��RU�GHVLUDEOH"
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%HDUG��0���:RPHQ�DQG�3RZHU��$�0DQLIHVWR���������$�SRZHUIXO
JHQGHU�PDQLIHVWR�ZKLFK�XVHV�LQVLJKWV�IURP�WKH�DQFLHQW�ZRUOG�WR
DGYRFDWH�IHPLQLVW�DFWLRQ�

'DKO��5��$���2Q�'HPRFUDF\���QG�HGQ����������$Q�H[SODQDWLRQ�RI
WKH�QDWXUH��YDOXH��DQG�PHFKDQLFV�RI�GHPRFUDF\��ZULWWHQ�E\�D
OHDGLQJ�GHPRFUDWLF�WKHRULVW�

+HOG��'���0RGHOV�RI�'HPRFUDF\���UG�HGQ����������$�ULJRURXV�DQG
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VWLPXODWLQJ�H[DPLQDWLRQ�RI�ULYDO�PRGHOV�RI�GHPRFUDF\�DQG�WKH
SUHVHQW�VWDWH�RI�GHPRFUDWLF�WKHRU\�

/HYL��07ߝ���KH�:KR��:KDW��DQG�:K\�RI�3HUIRUPDQFH�EDVHG
/HJLWLPDF\ߞ����7�����KH�FRQFOXGLQJ�DUWLFOH�LQ�D�VSHFLDO�LVVXH
IRFXVHG�RQ�YLUWXRXV�FLUFOHV�RI�JRYHUQDQFH�

/HYLWVN\��6���DQG�'��=LEODWW��+RZ�'HPRFUDFLHV�'LH���������$Q
DFFHVVLEOH�DFFRXQW�RI�NH\�GHEDWHV�RQ�GHPRFUDWLF�EDFNVOLGLQJ
DQG�ZKDW�FDQ�EH�GRQH�WR�DUUHVW�WKH�WUHQG�

7LOO\��&���'HPRFUDF\���������$�FULWLFDO�VXPPDU\�RI�WKH�SURFHVVHV
FDXVLQJ�GHPRFUDWL]DWLRQ�DQG�GH�GHPRFUDWL]DWLRQ�DW�D�QDWLRQDO
OHYHO�DFURVV�WKH�ZRUOG�RYHU�WKH�ODVW�IHZ�KXQGUHG�\HDUV�

:KHODQ��)��*���'HPRFUDF\�LQ�7KHRU\�DQG�3UDFWLFH���������$Q
DXWKRULWDWLYH�RYHUYLHZ�RI�GHPRFUDWLF�WKHRU\�WRGD\��OLQNLQJ
WKHRU\�ZLWK�SUDFWLFH�

9LVLW
ZZZ�PDFPLOODQLKH�FRP�FRPSDQLRQ�+H\ZRRG�
3ROLWLFV��H�WR�DFFHVV�H[WUD�UHVRXUFHV�IRU�WKLV
FKDSWHU�
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