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6XPPDU\

$GYRFDWHV� RI� GHFHQWUDOLVDWLRQ� LQ� GHYHORSLQJ� FRXQWULHV� DUJXH� WKDW� EULQJLQJ� JRYHUQPHQW� FORVHU� WR� WKH

SHRSOH�ZLOO�PDNH�LW�PRUH�UHVSRQVLYH�DQG�KHQFH�PRUH�OLNHO\�WR�GHYHORS�SROLFLHV�DQG�RXWSXWV�ZKLFK�PHHW

WKH�QHHGV�RI�RUGLQDU\�FLWL]HQV�²�WKH�PDMRULW\�RI�ZKRP�DUH�¶WKH�SRRU·��7KH�HYLGHQFH�IRU�WKLV�SURSRVLWLRQ�LV

V\VWHPDWLFDOO\� FRPSDUHG� DFURVV� D� VHOHFWLRQ� RI� $IULFDQ�� $VLDQ� DQG� /DWLQ� $PHULFDQ� FRXQWULHV�� ,W� LV

FRQFOXGHG�WKDW�UHVSRQVLYHQHVV�WR�WKH�SRRU�LV�TXLWH�D�UDUH�RXWFRPH��GHWHUPLQHG�PDLQO\�E\�WKH�SROLWLFV�RI

ORFDO�FHQWUDO� UHODWLRQV�� 3RVLWLYH� RXWFRPHV� DUH�PDLQO\� DVVRFLDWHG�ZLWK� VWURQJ� FRPPLWPHQW� E\� D� QDWLRQDO

JRYHUQPHQW�RU�SDUW\�WR�SURPRWLQJ�WKH�LQWHUHVWV�RI�WKH�SRRU�DW�ORFDO�OHYHO��WKH�SDUDGLJP�FDVH�LV�WKH�,QGLDQ

VWDWH�RI�:HVW�%HQJDO�
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6XPPDU\ LLL

/LVW�RI�WDEOHV YL

� ,QWURGXFWLRQ �

� 7KH�SROLWLFV�RI�GHFHQWUDOLVDWLRQ��DQ�DQDO\WLFDO�IUDPHZRUN �

� 0HDVXULQJ�WKH�SHUIRUPDQFH�RI�GHFHQWUDOLVDWLRQ��FRQFHSWXDO�DQG

PHWKRGRORJLFDO�LVVXHV �

��� 5HVSRQVLYHQHVV�DQG�SDUWLFLSDWLRQ �

��� 6RFLDO�DQG�HFRQRPLF�RXWFRPHV ��

� 7KH�SHUIRUPDQFH�RI�GHFHQWUDOLVDWLRQ��HPSLULFDO�HYLGHQFH� ��

��� 3DUWLFLSDWLRQ�DQG�UHVSRQVLYHQHVV�±�SRVLWLYH�RXWFRPHV ��

,QGLD��:HVW�%HQJDO�±�LPSURYHG�SDUWLFLSDWLRQ�DQG�UHSUHVHQWDWLRQ ��

,QGLD��.DUQDWDND�±�LPSURYHG�UHSUHVHQWDWLRQ��EXW�ORZ�OHYHOV�RI�SDUWLFLSDWLRQ

REVWUXFW�SUR�SRRU�RXWFRPHV ��

&RORPELD�±�LPSURYHG�SDUWLFLSDWLRQ�DQG�UHSUHVHQWDWLRQ�OHDGLQJ�WR�SRVLWLYH

RXWFRPHV ��

3KLOLSSLQHV�±�LQVWLWXWLRQDOLVHG�SDUWLFLSDWLRQ�WKURXJK�1*2V ��

��� 3DUWLFLSDWLRQ�DQG�UHVSRQVLYHQHVV�±�QHJDWLYH�RXWFRPHV ��

&RWH�G¶,YRLUH ��

%DQJODGHVK��DOOLDQFH�EHWZHHQ�FHQWUDO�JRYHUQPHQW�DQG�ORFDO�HOLWHV�H[FOXGHV

WKH�SRRU ��

*KDQD�±�HQKDQFHG�SDUWLFLSDWLRQ�IDLOV�WR�SURGXFH�PRUH�UHVSRQVLYHQHVV�WR�WKH

SRRU ��

2WKHU�FDVHV�ZKHUH�FHQWUDO�FRQWURO�KDV�XQGHUPLQHG�DFFRXQWDELOLW\ ��

��� 6RFLDO�DQG�HFRQRPLF�RXWSXWV�±�SRVLWLYH�FDVHV ��

:HVW�%HQJDO�DQG�.HUDOD�±�WKH�LPSRUWDQFH�RI�SUR�SRRU�FHQWUDO�JRYHUQPHQW ��

%UD]LO�±�V\QHUJ\�EHWZHHQ�ORFDO�DQG�FHQWUDO�JRYHUQPHQW ��

&RORPELD�±�HYLGHQFH�RI�LPSURYHG�SHUIRUPDQFH�LQ�VRPH�PXQLFLSDOLWLHV ��

��� 6RFLDO�DQG�HFRQRPLF�RXWSXWV±�QHJDWLYH�FDVHV ��

&KLOH�±�DQ�H[DPSOH�RI�FRQIOLFW�RI�HYLGHQFH�DQG�SUREOHPV�RI�HYDOXDWLRQ ��

%DQJODGHVK��0H[LFR�DQG�1LJHULD�±�JHQHURXV�UHVRXUFHV�EXW�QHJDWLYH�RXWFRPHV

IRU�WKH�SRRU ��

� &RPSDULQJ�H[SODQDWLRQV�RI�WKH�RXWFRPHV�RI�GHFHQWUDOLVDWLRQ��LV�WKHUH�D

FRPPRQ�SDWWHUQ" ��

5HIHUHQFHV ��
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7DEOHV

7DEOH�� &KDQJHV�LQ�PDUNHWLQJ�SDWWHUQV�DIWHU�URDG�UHKDELOLWDWLRQ�DW�YLOODJH�OHYHO�LQ

.LEDDOH�'LVWULFW ��

7DEOH�� 7KH�RXWFRPHV�RI�GHFHQWUDOLVDWLRQ��E\�FRXQWU\ ��

7DEOH�� 6WUHQJWK�RI�H[SODQDWRU\�IDFWRUV�LQ�GHFHQWUDOLVDWLRQ�RXWFRPHV��E\�FRXQWU\ ��
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� ,QWURGXFWLRQ

7KH� GHJUHH� DQG� W\SH� RI� GHFHQWUDOLVDWLRQ� IRXQG� LQ� D� SROLWLFDO� V\VWHP� LV� RQH� RI� WKH� VWUXFWXUDO� YDULDEOHV

UHOHYDQW� WR� WKH�TXHVWLRQ�RI�ZKDW� NLQGV� RI� UHJLPHV� DUH� OLNHO\� WR� EH�PRVW� SUR�SRRU� LQ� WKHLU� SROLFLHV� DQG

SROLF\�RXWSXWV��%XW�LV�GHFHQWUDOLVDWLRQ�VLPSO\�D�GHSHQGHQW�DVSHFW�RI�UHJLPH�W\SH��RU�FDQ�LWV�SHUIRUPDQFH

LQ� UHODWLRQ� WR� SRYHUW\�DOOHYLDWLRQ� EH� MXGJHG� DQG� FRPSDUHG� LQGHSHQGHQWO\"� 0XFK� RI� WKH� OLWHUDWXUH� RQ

GHFHQWUDOLVDWLRQ� WHQGV� WR� DVVXPH� WKDW� GHFHQWUDOLVDWLRQ� RI� JRYHUQPHQW� KDV� JHQHULF� EHQHILWV� �DV� ZHOO� DV

SUREOHPV�� ZKLFK� DUH� LQGHSHQGHQW� RI� WKHLU� UHJLPH� FRQWH[W�� 7KH� FRPPRQHVW� DUJXPHQW� LV� WKDW�� EHFDXVH

GHFHQWUDOLVDWLRQ�E\�GHILQLWLRQ�LQYROYHV�EULQJLQJ�JRYHUQPHQW�FORVHU�WR�WKH�JRYHUQHG�LQ�ERWK�WKH�VSDWLDO�DQG

LQVWLWXWLRQDO� VHQVHV�� JRYHUQPHQW�ZLOO� EH�PRUH� NQRZOHGJHDEOH� DERXW� DQG�KHQFH�PRUH� UHVSRQVLYH� WR� WKH

QHHGV�RI�WKH�SHRSOH�1�,W�LV�WKH�PRUH�UHFHQW�WHQGHQF\�WR�FRQIODWH�GHFHQWUDOLVDWLRQ�ZLWK�GHPRFUDWLVDWLRQ�DQG

HQKDQFHPHQW� RI� SDUWLFLSDWLRQ� DW� WKH� ¶FRPPXQLW\·� OHYHO�� KRZHYHU�� ZKLFK� XQGHUOLHV� WKH� FXUUHQW� EHOLHI

DPRQJVW�DGYRFDWHV�RI�GHFHQWUDOLVDWLRQ�WKDW�LW�ZLOO�OHDG�WR�JUHDWHU�UHVSRQVLYHQHVV�WR�WKH�QHHGV�RI�WKH�¶SRRU·�

,QVRIDU� DV� WKH� PDMRULW\� RI� WKH� SRSXODWLRQ� LQ� GHYHORSLQJ� FRXQWULHV� DUH� ERWK� SRRU� DQG� H[FOXGHG� IURP

QDWLRQDO�HOLWH�RU�¶KLJK·�SROLWLFV�� WKHQ�DQ\�VFKHPH�ZKLFK�DSSHDUV�WR�RIIHU�JUHDWHU�SROLWLFDO�SDUWLFLSDWLRQ�WR

RUGLQDU\� FLWL]HQV� DW� WKH� JUDVV�URRWV� VHHPV� OLNHO\� WR� LQFUHDVH� WKHLU� ¶YRLFH·� DQG� KHQFH� �LW� LV� KRSHG�� WKH

UHOHYDQFH�DQG�HIIHFWLYHQHVV�RI�JRYHUQPHQW·V�GHYHORSPHQWDO�RXWSXWV�

,Q� WKLV� SDSHU� ZH� VKDOO� WKHUHIRUH� DGGUHVV� WZR� OLQNHG� TXHVWLRQV�� ZKHWKHU� GHFHQWUDOLVHG� IRUPV� RI

JRYHUQPHQW�LQ�JHQHUDO�DUH�PRUH�UHVSRQVLYH�WR�WKH�QHHGV�RI�WKH�SRRU��DQG�ZKHWKHU�WKHUH�LV�DQ\�V\VWHPDWLF

UHODWLRQVKLS�EHWZHHQ�YDULDWLRQV� LQ� UHVSRQVLYHQHVV� DQG� WKH�SROLWLFDO� DQG� UHJLPH� FRQWH[W� RI� GHFHQWUDOLVHG

V\VWHPV��:H�VKDOO�IRFXV�SULPDULO\�RQ�SROLWLFDO�DQG�DGPLQLVWUDWLYH�GHFHQWUDOLVDWLRQ��WKDW�LV��WKH�DOORFDWLRQ�RI

SRZHU�DPRQJVW�WHUULWRULDOO\�GHILQHG�DQG�QHVWHG�KLHUDUFKLHV��7KH�PDMRULW\�RI�FDVHV�H[DPLQHG�ZLOO�EH�HLWKHU

GHYROYHG� ORFDO� JRYHUQPHQWV� ZLWK� RU� ZLWKRXW� IHGHUDO� V\VWHPV� RU� PL[HG� IRUPV� RI� GHYROXWLRQ� ZLWK

GHFRQFHQWUDWHG�DGPLQLVWUDWLRQV��SXUH�GHFRQFHQWUDWHG�DGPLQLVWUDWLRQV�ZKHWKHU�JHQHUDO�RU�VHFWRUDO��DUH�RI

OHVV� LQWHUHVW�XQOHVV� �DV� LV� LQFUHDVLQJO\� URXWLQH�� WKH\� LQFRUSRUDWH� DW� OHDVW� VRPH�SDUWLFLSDWRU\� HOHPHQWV� �RU

DVSLUDWLRQV��

� 7KH�SROLWLFV�RI�GHFHQWUDOLVDWLRQ��DQ�DQDO\WLFDO�IUDPHZRUN

$�VXUYH\�RI�GHYHORSLQJ�FRXQWULHV� DFURVV� DOO� FRQWLQHQWV� VKRZV� WKDW� VLQFH� WKH�PLG�����V�GHFHQWUDOLVDWLRQ

UHIRUPV� KDYH� EHHQ� LQWURGXFHG� LQ� VWDWHV� UXOHG� E\� YLUWXDOO\� DOO� YDULHWLHV� RI� UHJLPH�� IURP� PLOLWDU\

GLFWDWRUVKLSV��DXWKRULWDULDQ�SUHVLGHQFLHV�DQG�PRQDUFKLHV�WKURXJK�VLQJOH�SDUW\�RU�GRPLQDQW�SDUW\�UHJLPHV

WR�PXOWL�SDUW\�FRPSHWLWLYH�GHPRFUDFLHV��,W�LV�DOVR�DSSDUHQW�WKDW�GLIIHUHQW�IRUPV�RI�GHFHQWUDOLVDWLRQ�DSSHDU

DFURVV� PRVW� UHJLPH� W\SHV�� HOHFWHG�� GHPRFUDWLF� ORFDO� JRYHUQPHQWV� KDYH� EHHQ� LQWURGXFHG� E\� PLOLWDU\

UHJLPHV�²�PRVWO\�QRQ�SDUWLVDQ�EXW�HYHQ�LQ�RQH�FDVH��%DQJODGHVK�XQGHU�(UVKDG��ZLWK�SDUW\�FRPSHWLWLRQ�²

�����������������������������������������������������
� $Q�DVVXPSWLRQ�TXHVWLRQHG�E\�IHZ�²�H[FHSW�VHH��3HWHUVRQ�������7HQGOHU������
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ZKLOVW�WHFKQRFUDWLF��DGPLQLVWUDWLYH�GHFRQFHQWUDWLRQ�LV�WR�EH�IRXQG�LQ�D�IRUPDOO\�PXOWL�SDUW\�V\VWHP�VXFK�DV

.HQ\D�� DQG�SDUWLHV� DUH�EDQQHG� LQ�*KDQD·V�'LVWULFW�$VVHPEO\� HOHFWLRQV�� D�PXOWL�SDUW\� UHJLPH�ZKHUH� WKH

RSSRVLWLRQ� JDLQHG����SHU� FHQW�RI� WKH� YRWH� LQ� WKH� ����� HOHFWLRQV�� ,W� FDQ� WKHUHIRUH� EH� VWDWHG�ZLWK� VRPH

FRQILGHQFH� WKDW� WKHUH� LV� QR� HYLGHQFH� RI� D� FRQQHFWLRQ� EHWZHHQ� UHJLPH� W\SH� DQG� HLWKHU� WKH� SUHVHQFH� RI

GHFHQWUDOLVHG�JRYHUQPHQW�LWVHOI�RU�WKH�EURDG�W\SH�RI�GHFHQWUDOLVDWLRQ�V\VWHP��DW�OHDVW�DV�GHILQHG�LQ�IRUPDO

WHUPV�

,W�LV�DOVR�FOHDU��KRZHYHU��WKDW�GLIIHUHQW�JRYHUQPHQWV�GR�KDYH�GLIIHUHQW�SROLWLFDO�SXUSRVHV�DQG�PRWLYHV

IRU� LQWURGXFLQJ� GHFHQWUDOLVDWLRQ� UHIRUPV� DQG� WKDW� WKHVH� SXUSRVHV� DUH� HPERGLHG� LQ� WKH� GHWDLOV� RI� WKH

VWUXFWXUH�DQG�IRUP�RI�WKH�GHFHQWUDOLVDWLRQ�VFKHPH�RU��PRUH�VXEWO\��DUH�UHYHDOHG�RQO\�LQ�WKH�ZD\�WKDW�WKH

V\VWHP� IXQFWLRQV� DIWHU� LW� LV� LQWURGXFHG�� �7KH� PRVW� UHYHDOLQJ� RXWFRPH� RIWHQ� EHLQJ� D� PRGH� RI

LPSOHPHQWDWLRQ� ZKLFK� YLUWXDOO\� JXDUDQWHHV� WKH� ¶IDLOXUH·� RI� WKH� UHIRUP��� ,Q� IDFW�� SROLWLFDO� YDULDEOHV

GHWHUPLQH�WKH�RXWFRPHV�RI�GHFHQWUDOLVDWLRQ��QRW�EHFDXVH�RI�YDULDWLRQV�LQ�IRUPDO�VWUXFWXUH�RU�EURDG�UHJLPH

FRQWH[W�� RU� WHFKQLFDO� IDLOXUHV� RI� LPSOHPHQWDWLRQ�� EXW� EHFDXVH� GHFHQWUDOLVDWLRQ� LV� HVVHQWLDOO\� DERXW� WKH

GLVWULEXWLRQ�RI�SRZHU�DQG�UHVRXUFHV��ERWK�DPRQJVW�GLIIHUHQW�OHYHOV�DQG�WHUULWRULDO�DUHDV�RI�WKH�VWDWH��DQG

DPRQJVW� GLIIHUHQW� LQWHUHVWV� LQ� WKHLU� UHODWLRQVKLS� WR� UXOLQJ� HOLWHV�� 7KH� SROLWLFV� RI� FHQWUDO�ORFDO� UHODWLRQV

H[SODLQV� ZKDW� LQWHUHVWV� PLJKW� JDLQ� RU� ORVH� IURP� D� SDUWLFXODU� VHW� RI� LQVWLWXWLRQDO� RSSRUWXQLWLHV�� SROLF\

LQLWLDWLYHV� DQG� UHVRXUFH� DOORFDWLRQV� DQG� UHODWHV� WKHVH� IDFWRUV� WR� WKH� SROLWLFDO� SXUSRVHV� RI� WKH

GHFHQWUDOLVDWLRQ� UHIRUP�� $V� %RRQH� KDV� QRWHG� LQ� KHU� UHFHQW� DQDO\VLV� RI� VWDWH�EXLOGLQJ� LQ� :HVW� $IULFD�

GHFHQWUDOLVDWLRQ� VFKHPHV� FDQQRW� EH� WUHDWHG� DV� WHFKQLFDOO\� QHXWUDO� GHYLFHV� ZKLFK� FDQ� EH� ¶LPSOHPHQWHG·

ZLWKRXW� FRQVWUDLQW�� DV� LI� WKHUH�ZHUH� QR� SUH�H[LVWLQJ� VRFLDO� FRQWH[W�� ¶*RYHUQPHQWV�PD\� KDYH� LPSRUWDQW

VWDNHV�LQ�HVWDEOLVKHG�SRZHUEURNHUV�DQG�LQ�HVWDEOLVKHG��ORFDO�OHYHO�VRFLDO�DQG�SROLWLFDO�KLHUDUFKLHV�WKDW�FDQ

H[WHQG�EH\RQG�WKH�UHDFK�RI�WKH�VWDWH·��%RRQH������������$SSDUHQWO\�VLPLODU�GHFHQWUDOLVDWLRQ�UHIRUPV�FRXOG

KDYH� GLDPHWULFDOO\� RSSRVHG� SXUSRVHV� DFFRUGLQJ� WR� ZKHWKHU� WKH\� DLP� WR� UHLQIRUFH� YHVWHG� LQWHUHVWV� LQ

H[LVWLQJ�SDWWHUQV�RI�SDWURQDJH�DQG�FHQWUDO�ORFDO�OLQNDJH��RU�LQYROYH�FKDOOHQJHV�WR�ORFDO�HOLWHV�IURP�JURXSV

XVLQJ�GHFHQWUDOLVHG�LQVWLWXWLRQV�WR�¶GUDZ�GRZQ·�FHQWUDO�UHVRXUFHV�WR�EROVWHU�ORFDO�SRZHU�VWUXJJOHV�

2XU�FRPSDUDWLYH�SROLWLFDO�DQDO\VLV�RI�WKH�SHUIRUPDQFH�RI�GHFHQWUDOLVDWLRQ�WKHUHIRUH�IRFXVHV�RQ�ILYH

PDLQ�YDULDEOHV�ZKLFK�VHHP�PRVW�OLNHO\�WR�GHWHUPLQH�GLIIHUHQFHV�LQ�RXWFRPH��ERWK�DPRQJVW�FRXQWULHV�DQG

DPRQJVW�UHJLRQV�RU�ORFDOLWLHV�ZLWKLQ�FRXQWULHV�

)LUVW�� LV� WKH�YDULDWLRQ�LQ�UHODWLRQV�EHWZHHQ�FHQWUDO�DQG� ORFDO�JRYHUQPHQWV�ZKLFK�GHULYHV�SULQFLSDOO\

IURP�WKH�FKDUDFWHU�DQG�SRZHU�EDVHV�RI�WKH�UXOLQJ�HOLWH�DQG�WKHLU�UHODWLRQVKLSV�ZLWK�ORFDO�HOLWHV��:KDW�NLQGV

RI�DOOLDQFHV�GRHV�WKH�UXOLQJ�HOLWH�KDYH��RU�VHHN�WR�EXLOG��ZLWK�ORFDO�RU�VXE�QDWLRQDO�HOLWHV"�,V�WKH�UXOLQJ�HOLWH

IDFLQJ�SRWHQWLDO�FKDOOHQJHV�ZKLFK�LW�PXVW�GHDO�ZLWK�HLWKHU�WKURXJK�DWWDFN��FLUFXPYHQWLRQ�RU�FR�RSWDWLRQ"

,V� GHFHQWUDOLVDWLRQ� D� KHOS� RU� D� KLQGUDQFH� LI� WKH\� KDYH� DQ� LGHRORJLFDO� RU� WUDQVIRUPDWRU\� SURJUDPPH� WR

LPSOHPHQW"� 6XFK� UHODWLRQVKLSV�ZLOO� GHWHUPLQH� WKH� H[WHQW� WR�ZKLFK� FHQWUDO� JRYHUQPHQW� LV� OLNHO\� ERWK� WR

VXSSRUW� GHFHQWUDOLVDWLRQ� ZLWK� DGHTXDWH� UHVRXUFHV� DQG� WR� PRQLWRU� WKH� HIIHFWLYHQHVV� RI� WKHLU� XVH�� )RXU

EURDG�VFHQDULRV�DUH�OLNHO\�
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�� ,Q�WKH�ILUVW�VFHQDULR��WKH�UXOLQJ�HOLWH�RU�FHQWUDO�DXWKRULW\�LV�VHHNLQJ�WR�EXLOG�LWV�SRZHU�EDVHV�WKURXJK

DOOLDQFHV�ZLWK� HVWDEOLVKHG� ORFDO� RU� UHJLRQDO� HOLWHV�ZKR� DUH� ERWK� FRQJHQLDO� WR� LWV� LQWHUHVWV� DQG� KDYH

VRPH�GHJUHH�RI� DXWRQRP\�� ,Q� VXFK� D� VLWXDWLRQ�� GHFHQWUDOLVDWLRQ� LV� OLNHO\� WR� LQYROYH�EDUJDLQLQJ� DQG

FRRSWDWLRQ�� DQG� GHYROXWLRQ� RI� SRZHU� DQG� DOORFDWLRQ� RI� UHVRXUFHV�� HLWKHU� WKURXJK� ILVFDO

GHFHQWUDOLVDWLRQ� RU� GLUHFW� FHQWUDO� JRYHUQPHQW� IXQGLQJ�� 6XFK� EDUJDLQV� DUH� OLNHO\� WR� UHLQIRUFH

FRQVHUYDWLYH�IRUFHV�DQG�²�LQ�OLQH�ZLWK�6PLWK·V�SHVVLPLVWLF�YLHZ�WKDW�GHFHQWUDOLVDWLRQ�LV�DQ�LQKHUHQWO\

FRQVHUYDWLYH�VWUDWHJ\��6PLWK������������²�DUH�XQOLNHO\�WR�UHVXOW�LQ�SUR�SRRU�RXWFRPHV�

�� 7KH� VHFRQG� VFHQDULR� DULVHV� ZKHQ� WKH� FHQWUDO� UXOLQJ� HOLWH� FKDOOHQJHV� RU� WULHV� WR� FLUFXPYHQW� ORFDOO\

SRZHUIXO�JURXSV��7KH�PRWLYHV�FDQ�UDQJH�IURP�SDUW\�DQG�LGHRORJLFDO�ULYDOU\��FODVV�DQG�HWKQLF�FRQIOLFW

WKURXJK�WR�WKH�GHHS�GLVWUXVW�RIWHQ�IRXQG�LQ�IHGHUDO�V\VWHPV�EHWZHHQ�LQVWLWXWLRQDO�HOLWHV�DW�GLIIHUHQW

OHYHOV�RI�JRYHUQPHQW��7KH�GHVLUH�WR�FKDOOHQJH�HQWUHQFKHG�UHJLRQDO�DQG�SURYLQFLDO�SRZHUKROGHUV�FDQ

IROORZ� D� SRSXODU� UHYROXWLRQ� �DV� LQ� SRVW�0DUFRV� 3KLOLSSLQHV�� RU� WKH� YLFWRU\� RI� UHIRUPLQJ� VRFLDO

GHPRFUDWLF�RU� FRPPXQLVW�SDUWLHV�� DV� LQ� D� IHZ� H[FHSWLRQDO�%UD]LOLDQ� VWDWHV�� RU� WKH� ,QGLDQ� VWDWHV� RI

:HVW�%HQJDO�DQG�.HUDOD��7KH�GHFHQWUDOLVDWLRQ�VWUDWHJ\�RSWHG�IRU�RIWHQ�LQYROYHV�FHQWUDOO\��RU�IHGHUDO

VWDWH�� IXQGHG� GHYHORSPHQW�� DQWL�SRYHUW\� RU� DJUDULDQ� UHIRUP� SURJUDPPHV� ZKLFK� KDYH� WR� EH

LPSOHPHQWHG�E\�¶GHFHQWUDOLVHG·�ERGLHV�EXW�LQ�IDFW� LQYROYH�WLJKWO\�FRQWUROOHG��GHFRQFHQWUDWHG�FHQWUDO

DJHQFLHV� DQG�RU� SDUW\� VWUXFWXUHV� IRU� HQVXULQJ� WKHLU� LPSOHPHQWDWLRQ� DQG� SUHYHQWLQJ� ORFDO� HOLWH

FDSWXUH�

�� 3DUWLFXODU� FRQILJXUDWLRQV�RI� HWKQLF� DQG� UHJLRQDO�SOXUDOLVP�SURGXFH� D� WKLUG� NLQG�RI�GHFHQWUDOLVDWLRQ

VFHQDULR�� ,I�D� UHJLPH� LV�QHUYRXV�DERXW�SURYLGLQJ�DQ� LQVWLWXWLRQDO�EDVH� IRU� VXE�QDWLRQDO�� UHJLRQDO�RU

HWKQLF�SROLWLFDO� ULYDOV�� RU� HYHQ�SRWHQWLDO� VHSDUDWLVWV� �H�J�� LI� WKH� UHJLPH�GHSHQGV�XSRQ�PDLQWDLQLQJ� D

IUDJLOH� FRDOLWLRQ� RI� HWKQLF� LQWHUHVWV�� RU� LV� EDVHG� XSRQ� D� VLQJOH� GRPLQDQW� EXW� QRW� GHPRJUDSKLFDOO\

PDMRULWDULDQ�JURXS���WKHQ�LI�ZLOO�RIWHQ�DGRSW�D�GHFHQWUDOLVDWLRQ�VFKHPH�ZKLFK�GHOLEHUDWHO\�IUDJPHQWV

SRWHQWLDO� ORFDO� SRZHU� EDVHV� LQWR� VPDOOHU�� ZHDNHU�� QRQ�SROLWLFDOO\� VLJQLILFDQW� XQLWV�� 7KLV� LV� RIWHQ

FRPELQHG�ZLWK�FHQWUDO�IXQGLQJ�DQG�FRQWURO�PHFKDQLVPV�ZKLFK�SHUPLW�VSDWLDO�UHGLVWULEXWLRQ�DQG�RU

FHQWUDOO\�IRFXVVHG� SDWURQDJH� OLQNDJHV�� 7KH� DFWLRQV� RI� WKH� 1LJHULDQ� PLOLWDU\� UHJLPH� LQ� XVLQJ� ORFDO

JRYHUQPHQWV� WR� XQGHUPLQH� VWDWH�EDVHG� HWKQLF� FKDOOHQJHV� DQG� WR� WUDQVIHU� UHVRXUFHV� IURP� WKH� RLO�

SURGXFLQJ�WR�WKH�QRQ�RLO�SURGXFLQJ�DUHDV��WKH�H[WUHPH�ZHDNQHVV�DQG�IUDJPHQWDWLRQ�RI�WKH�FRPPXQH�

EDVHG� V\VWHP� LQ� &RWH� G·,YRLUH� DQG� WKH� GHOLPLWDWLRQ� RI� ORFDO� JRYHUQPHQW� DUHDV� LQ� 8JDQGD� ZKLFK

GLYLGH�WKH�PDLQ�HWKQLF�SRZHU�EDVHV��DUH�FODVVLF�H[DPSOHV��

�� 7KH�IRXUWK�VFHQDULR�LV�DVVRFLDWHG�ZLWK�FRQVROLGDWLRQ�RU�UHQHZDO�RI�DQ�DOUHDG\�SRZHUIXO�UXOLQJ�HOLWH�LQ

D�VRFLHW\�ZKHUH�ORFDO�HOLWHV�GR�QRW�KDYH�VLJQLILFDQW�DXWRQRPRXV�SRZHU��+HUH��GHFHQWUDOLVDWLRQ��XVXDOO\

SUHGRPLQDQWO\�RI�WKH�GHFRQFHQWUDWLRQ�W\SH��LV�XVHG�WR�DUWLFXODWH�WKH�SRZHU�DQG�HIIHFWLYHQHVV�RI�WKH

�����������������������������������������������������
� (�J�� &HDUD�� 0LQDV� *HUDLV� �7HQGOHU� ������ ����� :RUOG� %DQN� ������ ������ QRWH� WRR� WKH� UROH� RI� WKH� %UD]LOLDQ

:RUNHUV·�3DUW\��37��LQ�WKH�PDMRU�FLWLHV�ZKLFK�LW�WRRN�FRQWURO�RI�DIWHU�������)R[�����������
� FI�� %DUNDQ� DQG� &KHJH·V� DQDO\VLV� RI� WKH� .HQ\DQ� VLWXDWLRQ�� LQ� ZKLFK� WKH\� SURSRVH� DQ� K\SRWKHVLV� WKDW� ¶WKH

SUREDELOLW\�WKDW�GHFHQWUDOLVDWLRQ�ZLOO�VHUYH�WKH�SROLWLFDO� LQWHUHVWV�RI�WKH�UHJLPH�YDULHV� LQYHUVHO\�ZLWK�WKH�SRZHU
DQG�UHVRXUFHV�RI�WKH�HWKQR�UHJLRQDO�EDVH�RQ�ZKLFK�WKH�UHJLPH�UHVWV·��%DUNDQ�DQG�&KHJH�����������



�

UHJLPH� GRZQ� WR� WKH� ORFDO� OHYHO�� ,I� GRQH� UDWLRQDOO\�� LW� FDQ� SURGXFH� PRUH� HIIHFWLYH� GHYHORSPHQW

DGPLQLVWUDWLRQ�DQG�VSDWLDO�UHGLVWULEXWLRQ��H�J��DFFRUGLQJ�WR�PDQ\�REVHUYHUV��,QGRQHVLD���$W�LWV�ZRUVW�

LW�FRQVROLGDWHV�D�V\VWHP�RI�FRUUXSW�SDWURQDJH�EDVHG�OLQNDJHV��H�J��%DQJODGHVK�LQ�WKH�ODWH�����V�HDUO\

��V��

7KLV� VLPSOH� W\SRORJ\� RI� ORFDO�FHQWUDO� UHODWLRQV� VXJJHVWV� WKDW� LQ� VLWXDWLRQV� ZKHUH� WKHUH� LV� JUHDWHU� ORFDO

DXWRQRP\�� WKHUH� LV� JUHDWHU� OLNHOLKRRG�RI� FRQVHUYDWLYH� ¶HOLWH� FDSWXUH·� RI� WKH� GHFHQWUDOLVHG� LQVWLWXWLRQV�� ,W

PD\� EH� K\SRWKHVL]HG� WKDW� SUR�SRRU� RXWFRPHV� DUH� PRUH� OLNHO\� LQ� VLWXDWLRQV� ZKHUH� FRQWLQXLQJ� FHQWUDO

LQWHUYHQWLRQ� DQG� H[WHUQDO� DOOLDQFHV� IRU� VXSSRUWLQJ� WKH�PRELOLVDWLRQ� RI� WKH� GLVDGYDQWDJHG� DUH� OLQNHG� WR

FRQIOLFW�EHWZHHQ�FHQWUDO�DQG�ORFDO�IRUFHV�

6HFRQG�� WKH� FRQILJXUDWLRQ� RI� ORFDO� �XVXDOO\� DJUDULDQ�� HFRQRPLF�� VRFLDO� DQG� SROLWLFDO� VWUXFWXUHV�ZLOO

KDYH�DQ�LPSDFW�RQ�WKH�OLNHOLKRRG�RI�¶HOLWH�FDSWXUH·�RI�WKH�GHFHQWUDOLVHG�V\VWHP��DQG�ZLOO�DOVR�LQGHSHQGHQWO\

LQIOXHQFH� WKH� FKDUDFWHU� RI� WKH� ORFDO�FHQWUDO� UHODWLRQV� GHVFULEHG� LQ� RXU� ILUVW� YDULDEOH�� 7KLV� LV� SDUWLFXODUO\

LPSRUWDQW� LQ�XQGHUVWDQGLQJ� UHJLRQDO�YDULDWLRQV� LQ� WKH�RXWFRPHV�RI�GHFHQWUDOLVDWLRQ�ZLWKLQ� D� FRXQWU\�� ,W

KDV� ORQJ� EHHQ� DUJXHG� WKDW� GHFHQWUDOLVDWLRQ�� SDUWLFXODUO\� GHYROXWLRQ� WR� HOHFWHG� UHSUHVHQWDWLYH� FRXQFLOV� DW

HYHQ�WKH�ORZHVW�OHYHO��YLOODJH�VFDOH��WHQGV�WR�HPSRZHU�ORFDO�HOLWHV�LQVRIDU�DV�WKH\�DUH�EHVW�SODFHG��DQG�PRVW

OLNHO\�� WR� FDSWXUH� VXFK� LQVWLWXWLRQV� �6PLWK� ������ ������ /HRQDUG� DQG�0DUVKDOO�� KRZHYHU�� VXJJHVW� D�PRUH

GLIIHUHQWLDWHG�PRGHO�� EDVHG� RQ� DQ� DQDO\VLV� RI� WKH� H[WHQW� WR�ZKLFK� WKHUH� LV� DQ� DQWDJRQLVWLF� UHODWLRQVKLS

EHWZHHQ� ORFDO� SRZHU� KROGHUV� DQG� GRPLQDWHG� JURXSV� �/HRQDUG� DQG� 0DUVKDOO� ������� 'HFHQWUDOLVDWLRQ

VWUDWHJLHV� DFFRUGLQJ� WR� WKHP��ZLOO�GLIIHU� DFFRUGLQJ� WR� WKH� W\SH�RI� ORFDO� FODVV� UHODWLRQVKLSV��ZLWK� H[WHUQDO

VXSSRUW� PRVW� QHHGHG� ZKHUH� UHODWLRQV� DUH� DQWDJRQLVWLF� RU� ZKHUH� WKHUH� DUH� VWURQJ� ¶YHUWLFDO·

�HWKQLF�UHOLJLRXV��GLYLGHV��

7KH� ¶HOLWH� FDSWXUH·� SUREOHP� VXJJHVWV� WKDW� FHQWUDO� LQWHUYHQWLRQ� LV� QHDUO\� DOZD\V� QHHGHG� WR� HQVXUH

SURJUHVVLYH�RU�SUR�SRRU�RXWFRPHV��)HZ�FDVH�VWXGLHV�RI�GHFHQWUDOLVDWLRQ�DQG�ORFDO�SROLWLFV�FDQ�QRZ�DYRLG

DQ�DQDO\VLV�RI�WKH�UHODWLRQ�EHWZHHQ�ORFDO�VRFLDO�VWUXFWXUH�DQG�ZKLFK�SDUWLFXODU�LQWHUHVWV�DUH�OLNHO\�WR�EHQHILW

IURP�GHFHQWUDOLVDWLRQ��(FKHYHUUL�*HQW·V�PRGHO�RI�WKH�¶SDUDGR[�RI�SDUWLFLSDWLRQ·�VXPPDULVHV�WKH�JHQHUDOO\

UHFRJQLVHG� SUREOHP�� ZKLFK� LV� WKDW� WKH� SRRU� DQG� GLVDGYDQWDJHG� DUH� QRUPDOO\� LQFDSDEOH� RI� XVLQJ� WKH

RSSRUWXQLWLHV� IRU� HQKDQFHG� SDUWLFLSDWLRQ� SURYLGHG� E\� GHPRFUDWLF� GHFHQWUDOLVDWLRQ� �(FKHYHUUL�*HQW

����D��� %XW� WKHUH� DUH� QRW� PDQ\� DWWHPSWV� DW� FRPSDUDWLYH� PRGHOV� RI� WKH� UHODWLRQVKLS�� WKRVH� ZKLFK� GR

WHQGLQJ�WR�DSSURDFK�WKH�VXEMHFW�PRUH�IURP�WKH�SHUVSHFWLYH�RI�VWDWH�VRFLHW\�UHODWLRQV�DQG�WKH�FKDUDFWHU�RI

SRVW�FRORQLDO�VWDWHV���+HOOHU��������&URRN�	�0DQRU��������%RRQH�������

7KLUG�� LV� WKH� YDULDWLRQ� LQ� WKH� H[WHQW� WR� ZKLFK� WKH� LQFUHDVHG� SDUWLFLSDWLRQ� SURPLVHG� E\

GHFHQWUDOLVDWLRQ� �SDUWLFXODUO\� GHPRFUDWLF� GHFHQWUDOLVDWLRQ�� DFWXDOO\� OHDGV� WR� PRUH� UHVSRQVLYH� RXWFRPHV�

7KLV�LV�PRVW�OLNHO\�WR�EH�GHWHUPLQHG�E\�D�FRPELQDWLRQ�RI�WKH�ORFDO�SROLWLFDO�IDFWRUV�RXWOLQHG�DERYH�DQG�WKH

HIIHFWLYHQHVV�RI� LQVWLWXWLRQDO�DQG�SXEOLF�DFFRXQWDELOLW\�PHFKDQLVPV��H�J��ZHOO�LQVWLWXWLRQDOLVHG�DQG� OHJDOO\

UHJXODWHG� EXUHDXFUDFLHV�� IDLU� HOHFWLRQV��� (QKDQFHG� SDUWLFLSDWLRQ� DORQH� LV� QRW� VXIILFLHQW�� ZLWKRXW

LQVWLWXWLRQDO�PHGLDWLRQ�
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)RXUWK��WKH�V\VWHP�RI�DOORFDWLQJ�RI�UHVRXUFHV��ERWK�DGPLQLVWUDWLYH�DQG�ILQDQFLDO��ZLOO�LQHYLWDEO\�KDYH

D�FUXFLDO�LPSDFW�RQ�RXWFRPHV��7KLV�LV�QRW�VLPSO\�D�TXHVWLRQ�RI�¶DGHTXDF\·�RI�IXQGLQJ��ZKLFK�LV�OLWWOH�PRUH

WKDQ� D� WDXWRORJ\� LI� XVHG� WR� H[SODLQ� WKH� VXFFHVV� RU� IDLOXUH� RI� D� GHFHQWUDOLVDWLRQ� UHIRUP��:KLOVW� LQ�PRVW

/'&V� ORFDOO\� UDLVHG� UHYHQXHV� DUH� DOPRVW� E\� GHILQLWLRQ� LQDGHTXDWH�� WKLV� GRHV� QRW� PHDQ� WKDW� VXFFHVV� LV

JXDUDQWHHG�E\�JHQHURXV�DOORFDWLRQV�RI�FHQWUDO�JUDQWV��0RUH�LPSRUWDQW�LV�OLNHO\�WR�EH�WKH�VWDELOLW\��VHFXULW\

DQG� GHJUHH� RI� WDUJHWLQJ� RI� IXQGLQJ�� IURP�ZKDWHYHU� VRXUFH�� WRJHWKHU�ZLWK� HIIHFWLYH�PHFKDQLVPV� IRU� LWV

PDQDJHPHQW��PRQLWRULQJ�DQG�FRQWURO�

)LIWK�� LV�D�VLPSOH��EXW�RIWHQ�RYHUORRNHG�IDFWRU�� WKH� OHQJWK�RI�WLPH�D�V\VWHP�KDV�EHHQ� LQ�RSHUDWLRQ�

0RVW�GHFHQWUDOLVDWLRQ� UHIRUPV� WDNH� VRPH� WLPH� WR� JHW� HVWDEOLVKHG� DQG�PDQ\� DUH� FKDQJHG�RU� DEDQGRQHG

DIWHU�RQO\�D�IHZ�\HDUV��RU�RQH�HOHFWRUDO�F\FOH��,Q�UHDOLW\��LW�PD\�WDNH�DW�OHDVW�WHQ�WR�ILIWHHQ�\HDUV�LQ�D�FRQWH[W

RI�ILQDQFLDO�DQG�SROLWLFDO�VWDELOLW\��IRU�D�V\VWHP�WR�VKRZ�DQ\�UHVXOWV�ZKLFK�FDQ�EH�IDLUO\�MXGJHG�

� 0HDVXULQJ�WKH�SHUIRUPDQFH�RI�GHFHQWUDOLVDWLRQ��FRQFHSWXDO�DQG

PHWKRGRORJLFDO�LVVXHV

*LYHQ� WKH� EURDG� SROLWLFDO� FRQWH[W� RXWOLQHG� DERYH�� ZH� PD\� QRZ� WXUQ� WR� RXU� SULQFLSDO� TXHVWLRQ�� KRZ

UHVSRQVLYH� KDYH� GLIIHUHQW� IRUPV� RI� GHFHQWUDOLVDWLRQ� EHHQ� WR� WKH� QHHGV� RI� WKH� SRRU� DQG� LV� WKHUH� DQ\

HYLGHQFH�WKDW�WKH\�KDYH�KDG�DQ�LPSDFW�RQ�OHYHOV�RI�SRYHUW\��HLWKHU�HFRQRPLF�RU�VRFLDO"�$QDO\WLFDOO\�WKHUH

DUH�LQ�IDFW�WZR�GLVWLQFW�TXHVWLRQV�KHUH��HDFK�SRVLQJ�GLIIHUHQW�SUREOHPV�RI�GDWD�JDWKHULQJ�DQG�DVVHVVPHQW�

7KH�ILUVW�FRQFHUQV�¶UHVSRQVLYHQHVV·��WKH�VHFRQG��VRFLDO�DQG�HFRQRPLF�RXWFRPHV�

��� 5HVSRQVLYHQHVV�DQG�SDUWLFLSDWLRQ

7KH� DVVHUWLRQ� WKDW� GHFHQWUDOLVDWLRQ� ZLOO� EH� PRUH� UHVSRQVLYH� WR� WKH� QHHGV� RI� RUGLQDU\� FLWL]HQV� DQG� E\

H[WHQVLRQ�� WR� ¶WKH�SRRU·� LV�GHULYHG�IURP�WKH�QRWLRQ� WKDW� ORFDO��PRUH�SDUWLFLSDWRU\� IRUPV�RI�JRYHUQPHQW

DQG� GHYHORSPHQW� DFWLYLW\� ZLOO� RIIHU� PRUH� WKDQ� MXVW� JUHDWHU� HIIHFWLYHQHVV� LQ� SURPRWLQJ� HFRQRPLF

GHYHORSPHQW��,QVWLWXWLRQDO�UHVSRQVLYHQHVV�KDV�EHHQ�GHILQHG�DV�WKH�DFKLHYHPHQW�RI� ¶FRQJUXHQFH�EHWZHHQ

FRPPXQLW\�SUHIHUHQFHV� DQG�SXEOLF�SROLFLHV·� VXFK� WKDW� WKH� DFWLYLWLHV�RI� WKH� LQVWLWXWLRQ� DUH� YDOXHG�E\� WKH

SXEOLF��)ULHG�DQG�5DELQRYLW]��������2WKHUV�FKDUDFWHULVH�LW�DV�WKH�¶OHDUQLQJ�FDSDFLW\·�RI�DQ�RUJDQLVDWLRQ��RU

LWV�DELOLW\�WR�OLVWHQ�WR�ERWK�LWV�RZQ�VWDII�DQG�WKH�SXEOLF�DQG�WKHQ�DOWHU�EHKDYLRXU�DFFRUGLQJO\��0RULV������

�.RUWHQ��������,QVRIDU�DV�SRYHUW\�LV�QRZ�GHILQHG�DV�PRUH�WKDQ�MXVW�PDWHULDO�GHSULYDWLRQ��LW�LV�DERXW�PRUH

WKDQ�MXVW�PDWHULDO�RXWSXWV��UHVSRQVLYHQHVV�RI�SROLFLHV�LV�D�PDWWHU�RI�WKH�SURFHVVHV�WKURXJK�ZKLFK�WKH\�DUH

GHYLVHG��WKH�GHJUHH�RI�HPSRZHUPHQW�DQG�¶RZQHUVKLS·�ZKLFK�LV�IHOW�E\�WKRVH�DIIHFWHG�E\�WKHP��¶WR�ZKRP

LV�WKH�LQVWLWXWLRQ�UHVSRQVLYH"·��DQG��WKHUHIRUH��WKH�JHQHUDO�OHJLWLPDF\�RI�WKH�LQVWLWXWLRQ�DQG�WKH�SURFHGXUHV

E\�ZKLFK�LW�DOORFDWHV�UHVRXUFHV�

7KLV� LQWHUSUHWDWLRQ� KLJKOLJKWV� WKH� LPSRUWDQFH� RI� GLVWLQJXLVKLQJ� EHWZHHQ� UHVSRQVLYHQHVV� DQG

GHYHORSPHQWDO� HIIHFWLYHQHVV�� WKH� RIWHQ� REVHUYHG� WHQGHQF\� RI� GHPRFUDWLF� ORFDO� JRYHUQPHQWV� WR� IDYRXU

VPDOO� VRFLDO� DPHQLW\�RU� LQIUDVWUXFWXUDO� SURMHFWV�PD\� �RU�PD\�QRW�� UHIOHFW� ORFDO� SHUFHSWLRQV�RI� QHHG�� EXW



�

KDYH�OLWWOH�WR�GR�ZLWK�UDLVLQJ�WKH�OHYHOV�RI�LQFRPH�RI�WKH�ORFDO�SRSXODWLRQ�4�7KH�EHQHILWV�DUH�VHHQ�WR�OLH�LQ

WKH�VHQVH�RI�VRFLDO�HPSRZHUPHQW�ZKLFK�DFFRPSDQLHV�VXFFHVVIXO�FROOHFWLYH�DFWLRQ�DURXQG�DQ�DJUHHG�JRDO�

DQG�WKH�ORQJHU�WHUP�LQGLUHFW�GHYHORSPHQWDO�RXWFRPHV�ZKLFK�PLJKW�IROORZ�

7KH�GHJUHH�RI�UHVSRQVLYHQHVV� LV�EHVW�PHDVXUHG�E\�GLUHFW�SRSXODU�RU�FLWL]HQV·�DVVHVVPHQWV�JDWKHUHG

WKURXJK� UHSUHVHQWDWLYH� VXUYH\V� RU� RWKHU� VRFLDO� UHVHDUFK� WHFKQLTXHV�� ,W� LV� RQO\� LQ� WKLV� ZD\� WKDW� WKH� UHDO

RXWFRPHV�RI�LQVWLWXWLRQDO�DFWLRQV�FDQ�EH�JDXJHG��2XWSXW�PHDVXUHV�RQ�WKHLU�RZQ��H[SHQGLWXUHV��QXPEHUV

RI�VFKRRO�DQG�FOLQLFV��QXPEHUV�RI�DUUHVWV�SHU�SROLFH�RIILFHU��WHOO�XV�OLWWOH�DERXW�WKH�DFWXDO�LPSDFW�RI�WKRVH

RXWSXWV�RQ�SHRSOHV·�OLYHV��QRU�KRZ�WKHLU�YDOXH�DQG�TXDOLW\�DUH�SHUFHLYHG��6FKLFN��������8QIRUWXQDWHO\��YHU\

IHZ�VWXGLHV�RI�GHFHQWUDOLVDWLRQ�KDYH�SURGXFHG�VXUYH\�HYLGHQFH�RI�FLWL]HQ�SHUFHSWLRQV��&URRN�DQG�0DQRU

FDUULHG�RXW�ODUJH�VFDOH�TXRWD�VDPSOH�VXUYH\V�LQ�WKHLU�VWXGLHV�RI�GHPRFUDWLF�GHFHQWUDOLVDWLRQ�LQ�*KDQD��&RWH

G·,YRLUH��%DQJODGHVK�DQG�,QGLD��.DUQDWDND��LQ�ZKLFK�UDQNLQJV�RI�SRSXODU�SUHIHUHQFHV�ZHUH�FRPSDUHG�ZLWK

WKH� SROLF\� SULRULWLHV� DQG� RXWSXWV� RI� WKH� ORFDO� DXWKRULWLHV�� DQG� UHVSRQGHQWV� ZHUH� DVNHG� DERXW� WKHLU

VDWLVIDFWLRQ�ZLWK� WKH�QHZ�DXWKRULWLHV��ERWK�FRPSDUHG� WR� WKH�SUHYLRXV� V\VWHP�DQG� LQ� UHODWLRQ� WR� FXUUHQW

RXWSXWV�� :HEVWHU� ������� DQG� :HVWHUJDDUG� ������� FDUULHG� RXW� VLPLODU� UHVHDUFK� LQ� :HVW� %HQJDO�� ZKLOVW

)LV]EHLQ�DVNHG�������UHVSRQGHQWV�LQ�IRXU�PXQLFLSLRV�LQ�&RORPELD�DERXW�WKHLU�SHUFHSWLRQV�RI�SHUIRUPDQFH�

DVNLQJ� WKHP�WR�FRPSDUH� WKH� ORFDO�JRYHUQPHQW�ZLWK�QDWLRQDO�JRYHUQPHQW�DJHQFLHV� �:RUOG�%DQN������5�

7KH� 3KLOLSSLQHV� LV� RQH� FRXQWU\� ZKHUH� D� QXPEHU� RI� ODUJH�VFDOH� HPSLULFDO� UHVHDUFK� HIIRUWV� DUH� FXUUHQWO\

EHLQJ� PDGH�� 7KH� 'HSDUWPHQW� RI� WKH� ,QWHULRU� DQG� /RFDO� *RYHUQPHQW� LV� GHYHORSLQJ� SHUIRUPDQFH

LQGLFDWRUV� DQG� D� FHQVXV� RI� KRXVHKROG� ¶EDVLF� QHHGV·� IRU� ORFDO� JRYHUQPHQWV�� %RORQJDLWD� DQG� 5REHUWR

VXUYH\HG�WZR�FLWLHV��0DNDWL�DQG�&DJD\DQ�GH�2UR���DQG�86$,'�KDV�ILQDQFHG�VXUYH\V�RI�����UHVSRQGHQWV

LQ� ��� VLWHV� E\� $VVRFLDWHV� LQ� 5XUDO� 'HYHORSPHQW� �%RORQJDLWD� DQG� 5REHUWR� ������� 8QIRUWXQDWHO\� WKHVH

UHVXOWV�DUH�QRW�\HW�DYDLODEOH��5RRG�������

,Q�WKH�DEVHQFH�RI�VXUYH\�PDWHULDO��LW�LV�SRVVLEOH�WR�PDNH�VRPH�MXGJHPHQW�DERXW�WKH�UHVSRQVLYHQHVV

RI�D�GHFHQWUDOLVHG�LQVWLWXWLRQ�E\�DVVHVVLQJ�WKH�OHYHOV�DQG�TXDOLW\�RI�SDUWLFLSDWLRQ��7KH�QXPEHU�RI�SHRSOH�ZKR

SDUWLFLSDWH� �H�J�� LQ� HOHFWLRQV� RU� LQ� SXEOLF� PHHWLQJV�� DQG� WKH� VRFLDO� VFRSH� RI� WKDW� SDUWLFLSDWLRQ� �KRZ

UHSUHVHQWDWLYH�LV�LW�RI�DOO�JURXSV�LQ�WKH�SRSXODWLRQ"��DUH�LQGLUHFW�PHDVXUHV�RI�OHYHOV�RI�LQWHUHVW�DQG�RI�WKH

OHJLWLPDF\�RU� DW� OHDVW�SHUFHLYHG� UHOHYDQFH�RI� WKH� LQVWLWXWLRQV� LQ�TXHVWLRQ�� ,I� LQFUHDVLQJ�SDUWLFLSDWLRQ� LV� D

JRDO�RI�GHFHQWUDOLVDWLRQ��WKHQ�VXFK�PHDVXUHV�DUH�DQ�LQGLFDWLRQ�RI�ZKHWKHU�WKDW�JRDO�LV�EHLQJ�DFKLHYHG��7KH\

DUH�UHDGLO\�DYDLODEOH�IRU�PRVW�W\SHV�RI�SDUWLFLSDWLRQ�DQG�DUH�XQDPELJXRXVO\�D�SURGXFW�RI�WKH�LQVWLWXWLRQDO

UHIRUP��1HYHUWKHOHVV��SDUWLFLSDWLRQ�LWVHOI�PXVW�EH�GHILQHG�DQG�EURNHQ�GRZQ�LQWR�D�QXPEHU�RI�VXE�W\SHV

EHIRUH�DQ\�MXGJHPHQWV�DUH�PDGH�DERXW�WKH�¶VXFFHVV·�RI�GHFHQWUDOLVDWLRQ�LQ�HQKDQFLQJ�SDUWLFLSDWLRQ�

�����������������������������������������������������
� FI��(FKHYHUUL�*HQW·V�FRPPHQW�WKDW�WKH�SRSXODULW\�RI�VPDOO�VFDOH�LQIUDVWUXFWXUDO�SURMHFWV�ZLWK�WKH�:HVW�%HQJDO

YLOODJH� FRXQFLOV� �JUDP� SDQFKD\DWV�� SURGXFHV� GHYHORSPHQW� SURMHFWV� ZKLFK� DUH� ¶VXE�RSWLPDO� UHODWLYH� WR� WKH
UHTXLVLWHV�RI�HIILFLHQW�UXUDO�GHYHORSPHQW·��(FKHYHUUL�*HQW�����D�������

� ,QJKDP� DQG� .DODP·V� VXUYH\V� LQ� %DQJODGHVK� ZHUH� LQWHUHVWLQJ� EXW� OLPLWHG� WR� YHU\� VPDOO� QXPEHUV� ²� ��� HOLWH
UHVSRQGHQWV��DQG����KRXVHKROGV�DW�WKH�YLOODJH�OHYHO��,QJKDP�DQG�.DODP�������
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3DUWLFLSDWLRQ�GLIIHUV�DFFRUGLQJ�WR�WKH�WKUHH�EURDG�VHWWLQJV�LQ�ZKLFK� LW�PD\�RFFXU�� ����UHSUHVHQWDWLYH

�XVXDOO\�EXW�QRW�QHFHVVDULO\�HOHFWLYH��JRYHUQPHQW�� ����GLUHFW�SDUWLFLSDWLRQ�HLWKHU�DW�FRPPXQLW\�RU�SURMHFW

OHYHO��DQG�����PRELOLVDWLRQ�IURP�DERYH��7KHVH�PD\�EH�FRPELQHG�LQ�YDULRXV�ZD\V�

�� :KHUH�GHFHQWUDOLVDWLRQ�VHWV�XS�UHSUHVHQWDWLYH�LQVWLWXWLRQV��WKH�PDLQ�W\SHV�RI�SDUWLFLSDWLRQ�DUH�

• 9RWLQJ� LQ�HOHFWLRQV��ZKLFK�SURGXFHV�PHDVXUHV�RI� WXUQ�RXW�DQG�FRPSHWLWLYHQHVV�� DV�ZHOO� DV� UDWHV�RI

WXUQRYHU�RI�RIILFH�KROGHUV�

• 6WDQGLQJ�DV�D�FDQGLGDWH��DQG�EHFRPLQJ�D�UHSUHVHQWDWLYH��D�IRUP�SDUWLFXODUO\�LPSRUWDQW�IRU�DVVHVVLQJ

WKH�GHJUHH�WR�ZKLFK�WKH�SRRU�DQG�WKH�GLVDGYDQWDJHG�KDYH�EHHQ�LQFOXGHG��

• 7DNLQJ�SDUW�LQ�HOHFWLRQ�FDPSDLJQV��ZKHWKHU�SDUWLVDQ�RU�QRQ�SDUWLVDQ�

• &RQWDFWLQJ� RU� WU\LQJ� WR� LQIOXHQFH� JRYHUQPHQW� DXWKRULWLHV��ZKLFK� FDQ� WDNH� WZR�PDLQ� IRUPV�� JURXS

DFWLYLWLHV� VXFK� DV� DWWHQGLQJ� RIILFLDO� PHHWLQJV� ZLWK� UHSUHVHQWDWLYHV�� RU� DVVRFLDWLRQDO� SUHVVXULQJ

LQFOXGLQJ� ¶SURWHVWLQJ·�� DQG� LQGLYLGXDO� FRQWDFWLQJ�� HLWKHU� ZLWK� UHSUHVHQWDWLYHV� RU� GLUHFWO\� ZLWK

JRYHUQPHQW�RIILFLDOV�

• $VVRFLDWLRQDO�PHPEHUVKLS��ZKLFK� FDQ� EH� FRQVLVWHQW�ZLWK� D� YHU\� ORZ� OHYHO� RI� DFWLYLW\�� RU� OHDG�� IRU

VRPH��WR�FDPSDLJQLQJ�DQG�FRQWDFWLQJ�

$V�LV�FRPPRQO\�REVHUYHG�RI�UHSUHVHQWDWLYH�JRYHUQPHQW��¶HOHFWLRQV�DUH�QRW�HQRXJK·�DQG�LW�LV�QDLYH�WR

LPDJLQH� WKDW� VLPSO\� LQWURGXFLQJ� HOHFWLRQV� IRU� ORFDO� RIILFHV�ZLOO� WUDQVIRUP� WKH� UHODWLRQVKLS�EHWZHHQ

JRYHUQPHQW� DQG� FLWL]HQV�� RU� HPSRZHU� WKH� PDVV� RI� WKH� SRRU�� 7KH� LQWURGXFWLRQ� RI� HOHFWHG� ORFDO

JRYHUQPHQW�KDV�IDLOHG�WR�HQFRXUDJH�SDUWLFLSDWLRQ�LQ�V\VWHPV�ZKHUH� ORFDO�JRYHUQPHQW�DOUHDG\�KDV�D

YHU\� EDG� UHFRUG� RU� WKHUH� LV� QR� WUDGLWLRQ� RI� RU� H[SHULHQFH� RI� HOHFWRUDO� SROLWLFV� �DV� LQ�1LJHULD� DQG

7DQ]DQLD� ²� WKH� IRUPHU� ²� RU�1HSDO� DQG� 3DSXD�1HZ�*XLQHD� ²� WKH� ODWWHU��� 1HYHUWKHOHVV�� GLIIHUHQW

HOHFWRUDO� V\VWHPV� GR� KDYH� GLIIHUHQW� HIIHFWV� RQ� WKH� SRVVLELOLWLHV� RI� ¶HOLWH� FDSWXUH·� DQG� WKHUH� LV

FRQVLGHUDEOH�HYLGHQFH�WKDW�GLUHFW�HOHFWLRQ�RI�FRXQFLOV�RQ�D�ZDUG�EDVLV�ZLWK�D�UDWLR�RI�UHSUHVHQWDWLRQ

DV�FORVH�DV�SRVVLEOH��DQG�HOHFWLRQ�RI�WKH�H[HFXWLYH�IURP�DPRQJVW�WKH�FRXQFLO�� LPSURYHV�WKH�FKDQFHV

RI� SXEOLF� DFFRXQWDELOLW\� �VHH� &URRN� DQG� 0DQRU� ������ ���²������ 7KH� IRUPV� RI� WKH� SDUWLFLSDWLRQ

ZKLFK� HQJDJH� SHRSOH� EHWZHHQ� HOHFWLRQV� DUH� FOHDUO\� FUXFLDO�� DQG� KHUH� WKH� UHFRUG� LQ� ERWK� $VLD

�SDUWLFXODUO\�6RXWK�$VLD��DQG�$IULFD�LV�PXFK�PRUH�HQFRXUDJLQJ��SDUWLFXODUO\�ZKHUH�WKH\�OLQN�LQ�ZLWK

WUDGLWLRQV�RI�FRPPXQLW\�DFWLRQ�DQG�VHOI�KHOS��DV�LQ�PXFK�RI�$IULFD��RU�PRELOLVDWLRQ�RI�GLVDGYDQWDJHG

JURXSV��DV�LQ�,QGLD�RU�VRPH�/DWLQ�$PHULFDQ�FRXQWULHV�

�� 'LUHFW�SDUWLFLSDWLRQ�LV�FODVVLFDOO\�FRQWUDVWHG�ZLWK�UHSUHVHQWDWLYH�JRYHUQPHQW�DV�WKH�¶$WKHQLDQ·�LGHDO�LQ

ZKLFK�DOO�FLWL]HQV�KDYH�DQ�HTXDO�FKDQFH�RI�DFWLYHO\�WDNLQJ�SDUW�LQ�PDNLQJ�GHFLVLRQV��ERWK�E\�WDNLQJ�LW

LQ�WXUQV�WR�KROG�RIILFH��DQG�E\�VXEMHFWLQJ�DOO�GHFLVLRQV�WR�GLVFXVVLRQ�DQG�DSSURYDO�E\�DOO�PHPEHUV�RI

WKH�UHOHYDQW�FRPPXQLW\��7KH�DVVRFLDWLRQ�ZLWK�GHFHQWUDOLVDWLRQ�LQ�/'&V�JUHZ�ZLWK�WKH�SDUWLFLSDWRU\

GHYHORSPHQW�PRYHPHQW�RI� WKH� ODWH���V� DQG�HDUO\�����V� �VHH�&KDPEHUV�������� D�PRYHPHQW�ZKLFK

DUJXHG� WKDW� ¶GHYHORSPHQW·� FRXOG� RQO\� EH� HTXLWDEOH� DQG� HIIHFWLYH� LI� SHRSOH� �WKH� EHQHILFLDULHV�
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FRQWUROOHG�WKH�SURFHVV�WKHPVHOYHV��UDWKHU�WKDQ�JRYHUQPHQWV�RU�H[SHUWV��,W�LV�QRZ�XQGHUVWRRG�WR�UHIHU

WR�D�ZLGH�UDQJH�RI�VPDOO�VFDOH��FRPPXQLW\�OHYHO� LQVWLWXWLRQV�DQG�SURMHFWV�EDVHG�RQ�WKLV� LGHDO�� IURP

YLOODJH� DQG� QHLJKERXUKRRG� FRXQFLOV� RU� DVVHPEOLHV� ZKLFK� IRUP� DQ� RIILFLDO� SDUW� RI� WKH� ORFDO

JRYHUQPHQW� V\VWHP�� WKURXJK�YROXQWDU\� FRPPXQLW\�GHYHORSPHQW� DVVRFLDWLRQV� DQG� VHOI�KHOS� JURXSV

WR� SURMHFWV� IRU� ORFDO� VHOI�PDQDJHPHQW� RI� FRPPRQ� SURSHUW\� UHVRXUFHV� RU� ZRPHQ·V� PLFUR�FUHGLW

JURXSV��,WV�PRVW�UDGLFDO�DGYRFDWHV�DUJXH�WKDW�GLUHFW�SDUWLFLSDWLRQ�LV�DQ�¶HQG�LQ�LWVHOI·��ZKRVH�XOWLPDWH

DLP� LV� WR� FUHDWH� VROLGDULW\� DQG� VHOI�FRQILGHQFH� DPRQJVW� WKH� SRRU� DQG� WR� ¶GLVVROYH� WKH� GLVWLQFWLRQ

EHWZHHQ�RXWVLGHUV�DQG�LQVLGHUV·�LQ�WKH�GHYHORSPHQW�SURFHVV��,WV�NH\�FRQFHSW�LV�¶HPSRZHUPHQW·��ERWK

SV\FKRORJLFDO�DQG�PDWHULDO��0DUVGHQ�DQG�2DNOH\��������0DUVGHQ��������7KH\�DOVR�DUJXH�WKDW�LW�LV�WKH

RQO\� VXUH� ZD\� WR� EUHDN� WKURXJK� WKH� EDUULHUV� WR� SDUWLFLSDWLRQ� E\� WKH� GLVDGYDQWDJHG� LQKHUHQW� LQ

UHSUHVHQWDWLYH� GHPRFUDF\�� DQG� WR� JHQXLQHO\� LQFOXGH� WKH� PDVV� RI� WKH� SRRU� DQG� WKH� WUDGLWLRQDOO\

H[FOXGHG��H�J��ZRPHQ��

(YHQ� WKH�NHHQHVW� VXSSRUWHUV� RI� GLUHFW� SDUWLFLSDWLRQ� DFNQRZOHGJH�� KRZHYHU�� WKDW� RUJDQLVLQJ� LW

DURXQG�WKH�VPDOO�VFDOH�¶FRPPXQLW\·��L�H��WKH�JHRJUDSKLFDO�QHLJKERXUKRRG�ZKHUH�SHRSOH�OLYH��JORVVHV

RYHU�D�QXPEHU�RI�YDULDWLRQV�LQ�WKH�ZD\V�LQ�ZKLFK�VXFK�SDUWLFLSDWLRQ�PLJKW�EH�VWUXFWXUHG��*LYHQ�WKDW

WKHUH� DUH�GLYLVLRQV� DQG� LQHTXDOLWLHV� LQ�PRVW� FRPPXQLWLHV�� HYHQ� GLUHFW� SDUWLFLSDWLRQ� WKURXJK�SXEOLF

PHHWLQJV�RU�RWKHU�GHYLFHV�GRHV�QRW�HQVXUH� WKDW�DOO� LQWHUHVWV�DUH� VDWLVILHG�HTXDOO\��/RFDO� FXOWXUHV�GR

QRW� QHFHVVDULO\� DFFHSW� RU� IDFLOLWDWH� ¶GHPRFUDWLF·� SURFHGXUHV� ZKLFK� JLYH� HTXDO� ZHLJKW� WR� HDFK

LQGLYLGXDO��,Q�PDQ\�$IULFDQ�VRFLHWLHV��¶FRPPXQLW\�SDUWLFLSDWLRQ·�LV�PRVW�FRPPRQO\�VHHQ�LQ�YROXQWDU\

ODERXU�RU�IXQG�UDLVLQJ�HIIRUWV�ZKLFK�KDYH�EHHQ�GHFLGHG�RQ�LQ�SUDFWLFH�E\�WUDGLWLRQDO�OHDGHUV��ZKRVH

UROHV�XQGHUZHQW�UDGLFDO�FKDQJHV�GXULQJ�WKH�FRORQLDO�SHULRG��RU�LQ�FR�RSHUDWLRQ�ZLWK�DEVHQWHH�XUEDQ

HOLWH� IXQG�UDLVHUV�� ,Q� PDQ\� $VLDQ� FRXQWULHV� WRR�� FRPPXQLW\� RU� YLOODJH� EDVHG� SURFHGXUHV� UHIOHFW

¶KLHUDUFKLFDO� DQG� LQVWUXPHQWDO� VWUXFWXUHV� DQG� QRUPV·� �5LJJ� ������� ZKLOVW� LQ� /DWLQ� $PHULFD�� GLUHFW

¶FRPPXQLW\�SROLWLFV·�LV�D�FRGH�ZRUG�IRU�DQWL�HVWDEOLVKPHQW�XUEDQ�SROLWLFDO�PRYHPHQWV��WKH�VR�FDOOHG

EDVLVPR� PRYHPHQW�� ZKR� DUH� HQJDJHG� LQ� FRQIOLFWV� ZKLFK� E\� GHILQLWLRQ� FDQQRW� EH� LQFOXVLYH� RI� DOO

LQWHUHVWV��1LFNVRQ��������$VVLHV�������

$QRWKHU� YDULDQW� RI� GLUHFW� SDUWLFLSDWLRQ� DULVHV� IURP� WKH� DWWHPSW� WR� OLQN� GLUHFW� FRPPXQLW\�

LQWHUHVW�JURXS� RU� SURMHFW� EDVHG� SDUWLFLSDWLRQ�ZLWK� VXSUD�ORFDO� LQVWLWXWLRQV� RI� JRYHUQPHQW� ²� L�H�� WR

PRYH�IURP�WKH�VPDOO�VFDOH�WR�WKH�ZLGHU�SROLWLFDO�DUHQD�ZKLOVW�SUHVHUYLQJ�WKH�HPSRZHULQJ�EHQHILWV�RI

WKH�SDUWLFLSDWRU\�JUDVV�URRWV�OHYHO���,Q�%UD]LO��%ROLYLD�DQG�WKH�3KLOLSSLQHV��IRU�LQVWDQFH��GHFHQWUDOLVHG

JRYHUQPHQWV� DUH� UHTXLUHG� E\� ODZ� WR� LQFRUSRUDWH� RU� IRUPDOO\� DVVRFLDWH� FRPPXQLW\� DQG� ¶SHRSOHV·

RUJDQLVDWLRQV�ZLWK�WKH�GHOLEHUDWLYH�SURFHGXUHV�RI�ORFDO�JRYHUQPHQW�DV�ZHOO�DV�WR�JLYH�WKHP�D�UROH�LQ

WKH�DGPLQLVWUDWLRQ�RI�YDULRXV�VHUYLFHV�DQG�SURMHFWV���8QIRUWXQDWHO\�1*2V�DUH�RIWHQ�LQFOXGHG�LQ�WKH

OLVW� RI� GLUHFW�� SDUWLFLSDWRU\� RUJDQLVDWLRQV� DOWKRXJK� WKHLU� GHPRFUDWLF� FUHGHQWLDOV� DUH� GRXEWIXO��� 7KH

�����������������������������������������������������
� 2QH� RI� WKH� NH\� SUREOHPV� RI� UHSUHVHQWDWLYH� JRYHUQPHQW� HYHQ� DW� ORFDO� OHYHO� LV� WKH� ODFN� RI� VRFLDO� WUXVW� LQ� WKH

OHJLWLPDF\�RI�JRYHUQPHQW�LQVWLWXWLRQV�²�D�GLVWULFW�RU�PXQLFLSDOLW\�PD\�EH�VHHQ�DV�UHPRWH�DQG�DV�XQWUXVWZRUWK\
DV�FHQWUDO�JRYHUQPHQW��+HQFH�WKH�LVVXH�RI�KRZ�PDNH�D�WUDQVLWLRQ�IURP�WKH�FRPPXQLW\�OHYHO�RI�DFWLRQ�WR�ZLGHU
DUHQDV�
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DWWHPSW� WR� OLQN� GLUHFW� DQG� UHSUHVHQWDWLYH� LQVWLWXWLRQV� LQ� IDFW� RIWHQ� IDOOV� YLFWLP� WR� SROLWLFDO� FRQIOLFW

EHWZHHQ�WKH�WZR�VHFWRUV��XQOHVV�LW� LV�SDUW�RI�D�QDWLRQDOO\�DUWLFXODWHG�KLHUDUFK\�DV�IRXQG�LQ�FRXQWULHV

OLNH� 8JDQGD�� EDVHG� RQ� D� VLQJOH� SDUW\� RU� ¶PRYHPHQW·�� LQ� ZKLFK� FDVH� WKH� GLUHFW� SDUWLFLSDWLRQ� OHYHO

IXQFWLRQV�DV�DQ�HOHFWRUDO�FROOHJH� IRU� WKH�HOHFWLRQ�XS�RI� D�S\UDPLG�RI� UHSUHVHQWDWLYHV��1HYHUWKHOHVV�

PDQ\�GHFHQWUDOLVDWLRQ�VFKHPHV�IRUPDOO\�LQFRUSRUDWH�GLUHFW�YLOODJH�OHYHO�LQVWLWXWLRQV��DQG��DV�LQ�*KDQD

IRU�LQVWDQFH��DLP�RIILFLDOO\�WR�HQFRXUDJH�WKH�GHYHORSPHQW�RI�¶VHOI�KHOS·�DQG�FRPPXQLW\�GHYHORSPHQW

DFWLYLWLHV�� 6XFK� SROLFLHV�� ODEHOOHG� ¶GHPDQG� GULYHQ� GHYHORSPHQW·� DUH� RIWHQ� DVVRFLDWHG� ZLWK� IXQGLQJ

V\VWHPV�EDVHG�RQ�PDWFKLQJ�JUDQWV�WR�ORFDOO\�GHYLVHG�SURMHFWV�

0HDVXULQJ� WKH� H[WHQW� DQG� VFRSH� RI� GLUHFW� SDUWLFLSDWLRQ� LV� LQKHUHQWO\� PRUH� GLIILFXOW� WKDQ

UHSUHVHQWDWLYH� SDUWLFLSDWLRQ� LQ� WKDW� LW� GRHV� QRW� JHQHUDWH� IRUPDO�� LQVWLWXWLRQ�� EDVHG� GDWD� VR� HDVLO\�

(OHFWLRQV�IRU�YLOODJH�FRPPLWWHHV�PD\�SURGXFH�HOHFWLRQ�VWDWLVWLFV��XQOHVV�WKH\�DUH�EDVHG�RQ�TXHXLQJ�RU

RWKHU�LQIRUPDO�PHWKRGV��EXW�LQIRUPDWLRQ�RQ�ZKDW�SURSRUWLRQ�RI�SHRSOH�DWWHQG�YLOODJH�PHHWLQJV�DQG

WKHLU�FODVV�DQG�JHQGHU�FRPSRVLWLRQ�LV�UDUHO\�DYDLODEOH�DW�D�QDWLRQDO�OHYHO��DQG�LV�XVXDOO\�GHSHQGHQW�RQ

WKH�UHVXOWV�RI�LQ�GHSWK��FDVH�VWXG\�ILHOGZRUN��,W�LV�QRQHWKHOHVV�FUXFLDO�WR�PDNH�D�UHDOLVWLF�DVVHVVPHQW

RI�WKH�¶VRFLDO�UHSUHVHQWDWLYHQHVV·�RI�WKH�SDUWLFLSDWLRQ�GHOLYHUHG�E\�WKHVH�GLUHFW�PHWKRGV��LI�WKHLU�EROG

FODLPV�DUH�WR�EH�IDLUO\�MXGJHG�

�� 7KH�PRELOLVDWLRQDO� IRUP�RI�SDUWLFLSDWLRQ� LV� DNLQ� WR�ZKDW�GLUHFW�SDUWLFLSDWLRQ�DGYRFDWHV� WKLQN�RI� DV

¶IDNH·�SDUWLFLSDWLRQ�²� WKDW� LV�� FRQVXOWDWLRQ�ZKRVH�SXUSRVH� LV� WR� FR�RSW� DQG� WKHUHE\� WR� LQFUHDVH� WKH

HIIHFWLYHQHVV�RI�LPSOHPHQWDWLRQ�RI�SROLFLHV�FKRVHQ�E\�WKRVH�LQ�DXWKRULW\��$V�VXFK��LW�LV�GLVPLVVHG�DV

OLWWOH�PRUH�WKDQ�D�¶WRRO�RI�PDQDJHPHQW·��0DUVGHQ��������%XW�LW�LV�DOVR�D�YHU\�FRPPRQ�DQG�SRZHUIXO

SROLWLFDO�GHYLFH��ZKLFK�ZKHQ�XVHG�E\�VWURQJ�SDUWLHV�RU�JRYHUQPHQWDO�PDFKLQHV�FDQ� WUDQVIRUP�HYHQ

¶JUDVV�URRWV·�LQVWLWXWLRQV�LQWR�PRELOLVDWLRQDO�PHFKDQLVPV��7KH�PHUH�IDFW�WKDW�DQ�LQVWLWXWLRQ�LV�VLWXDWHG

DW�WKH�YLOODJH�OHYHO�GRHV�QRW�JXDUDQWHH�WKDW�LW�ZLOO�EH�JHQXLQHO\�UHSUHVHQWDWLYH�RU�VSRQWDQHRXV��7KXV

YLOODJH�GHYHORSPHQW� FRPPLWWHHV� LQ�/HVRWKR��=LPEDEZH� DQG�8JDQGD� �5HVLVWDQFH�&RXQFLOV�� DUH� �RU

KDYH�EHHQ�� UXQ�DV�RUJDQV�RI� WKH�UXOLQJ�SDUW\�� WKHLU�PDLQ�UROH�EHLQJ� WR� ¶FR�RSHUDWH� LQ�SUH�SDFNDJHG

JRYHUQPHQW� SURJUDPPHV� RU� RWKHU� RXWVLGH�VSRQVRUHG� LQLWLDWLYHV·� DQG� KHOS� PRELOL]H� YLOODJHUV� IRU

FRPPXQDO� ODERXU� RQ� GHYHORSPHQW� VFKHPHV� �%UDQG� ������ �0DSHWOD� DQG� 5HPEH� ������ �2PDUD�

2WXQQX�������

7KH�GDQJHU�RI�FUHDWLQJ�DUWLILFLDO�SHRSOHV·�RUJDQLVDWLRQV�KDV�DOVR�EHHQ�SRLQWHG�RXW� LQ�WKH�$VLDQ

FRQWH[W��&HQWUH�RQ�,QWHJUDWHG�5XUDO�'HYHORSPHQW�IRU�$VLD�DQG�WKH�3DFLILF��������%XW� LW�VKRXOG�EH

DFNQRZOHGJHG�� SDUWLFXODUO\� LQ� WKH� $VLDQ� FRQWH[W�� WKDW� LI� WKH� DLP� LV� WR� HQFRXUDJH� SRRU� RU

GLVDGYDQWDJHG� JURXSV� WR� FKDOOHQJH� SRZHUIXO� ORFDO� HOLWHV�� D� VWURQJ� SDUW\� RUJDQLVDWLRQ� PD\� ZHOO� EH

QHFHVVDU\�

,W� LV� YHU\� LPSRUWDQW�� WKHUHIRUH�� LQ� DVVHVVLQJ� WKH� SDUWLFLSDWRU\� UHFRUG� RI� DQ\� GHFHQWUDOLVDWLRQ� VFKHPH�� WR

GLVWLQJXLVK� EHWZHHQ� SDUWLFLSDWLRQ� ZKLFK� SHUPLWV� UHSUHVHQWDWLRQ� RU� GLUHFWO\� DFWLYH� LQYROYHPHQW� LQ� ORFDO

LQVWLWXWLRQV��IURP�PRELOLVDWLRQ�ZKLFK�PD\�ZHOO�LQYROYH�ODUJH�QXPEHUV�RI�SHRSOH�ULJKW�GRZQ�WR�WKH�JUDVV

URRWV��EXW�ZKLFK�QHYHUWKHOHVV�KDV�OLWWOH�WR�GR�ZLWK�HQKDQFLQJ�WKH�UHVSRQVLYHQHVV�RI�JRYHUQPHQW�ERGLHV��,W
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LV�PRUH�WR�GR�ZLWK�HQVXULQJ�WKH�VXSSRUW�EDVH�RI�D�UHJLPH�DQG�FUHDWLQJ�V\PEROV�RI�DSSURYDO��5HFRJQLVLQJ

WKH�GLVWLQFWLRQ� LV�SXUHO\� D�PDWWHU�RI�TXDOLWDWLYH� DQG� LQVWLWXWLRQDO� VWXG\��XQOHVV�RI� FRXUVH� VRPH�REMHFWLYH

VXUYH\�RU�RWKHU�RSLQLRQ�GDWD�LV�DYDLODEOH�ZKLFK�PLJKW�UHYHDO�DQ\�GLVMXQFWLRQV�EHWZHHQ�RIILFLDO�SROLFLHV�DQG

VHOI�LPDJHV��RQ�WKH�RQH�KDQG��DQG�SRSXODU�SHUFHSWLRQV�RQ�WKH�RWKHU�

0HDVXULQJ� WKH� TXDQWLW\� DQG� VFRSH� RI� SDUWLFLSDWLRQ� DV� RXWFRPHV� RI� GHFHQWUDOLVDWLRQ� SURYLGHV� D

VRPHZKDW� LPSHUIHFW� LQGLFDWLRQ� RI� WKH� GHJUHH� RI� UHVSRQVLYHQHVV�� %XW� LW� VKRXOG� EH� HPSKDVLVHG� WKDW

HPSRZHUPHQW� DQG� SROLF\� UHVSRQVLYHQHVV� GR� QRW� DXWRPDWLFDOO\� IROORZ� IURP� LQFUHDVLQJ� WKH� OHYHO� RI

SDUWLFLSDWLRQ��QRU�IURP�LQFUHDVLQJ�WKH�UHSUHVHQWDWLRQ�RI�WKH�SRRU�DQG�GLVDGYDQWDJHG��)RU�WKHVH�WR�KDSSHQ�

WKHLU� LPSDFW� PXVW� EH� IHOW� LQ� WKH� RSHUDWLRQ� RI� DFFRXQWDELOLW\� PHFKDQLVPV�� ERWK� LQWHUQDOO\� ZLWKLQ

LQVWLWXWLRQDO�SURFHVVHV��DQG�H[WHUQDOO\�LQ�UHODWLRQV�EHWZHHQ�ORFDO�LQVWLWXWLRQV�DQG�WKH�SXEOLF��,Q�WKLV�VHQVH�

SDUWLFLSDWLRQ� PXVW� EH� WUHDWHG� DV� DQ� ¶LQSXW·� IDFWRU�� DV� DQ� HOHPHQW� LQ� H[SODLQLQJ� WKH� GHYHORSPHQW� RI

UHVSRQVLYHQHVV�� $V� DQ� LQSXW�� LW� LV� WKH� FRQFHSW� RI� ¶HIIHFWLYHQHVV·� RI� SDUWLFLSDWLRQ� ZKLFK� LV� EHLQJ

GLVWLQJXLVKHG� IURP� LWV� TXDQWLW\� RU� VFRSH�� DQG� WKH� OLQN� EHWZHHQ� SDUWLFLSDWLRQ� DQG� UHVSRQVLYHQHVV� LV

SUREDEO\� EHVW� GHVFULEHG� LQ� WHUPV� RI� WKHRULHV� RI� DFFRXQWDELOLW\�� ,Q� RWKHU� ZRUGV�� KRZ� GR� HOHFWHG

UHSUHVHQWDWLYHV�DFWXDOO\�HVWDEOLVK�WKH�DFFRXQWDELOLW\�RI�EXUHDXFUDWV�WR�WKHPVHOYHV�LQ�WKH�SROLF\�IRUPXODWLRQ

DQG� DGPLQLVWUDWLYH� SURFHVVHV�� DQG� KRZ�ZHOO� GR� HOHFWHG� UHSUHVHQWDWLYHV� ¶OLVWHQ·� WR� WKHLU� FRQVWLWXHQWV�� RU

RIILFLDOV�GHDO�ZLWK�WKH�SXEOLF�DQG�FLYLO�VRFLHW\�JHQHUDOO\"�+RZ�JHQXLQHO\�GHPRFUDWLF�RU�LQFOXVLYH�DUH�YLOODJH

OHYHO��SDUWLFLSDWRU\�GHFLVLRQ�PDNLQJ�ERGLHV"�7KHVH�DUH�PDWWHUV�RI�WKH�LQWHUQDO�ZRUNLQJV�RI�LQVWLWXWLRQV�DQG

RI� WKH� LQIOXHQFH� RI� WKH� VRFLDO� DQG� HFRQRPLF� SRZHU� VWUXFWXUHV� GLVFXVVHG� HDUOLHU�� DQG� WKXV� QRW� HDVLO\

XQGHUVWRRG�RU�DVVHVVHG�H[FHSW�WKURXJK�TXDOLWDWLYH��FDVH�VWXG\�EDVHG�UHVHDUFK�

3DUWLFLSDWLRQ� LV�� WKHUHIRUH�� ERWK� DQ� LQSXW� WR� WKH� EXLOGLQJ� RI� DFFRXQWDELOLW\�� DQG� DQ� RXWFRPH� RI

LPSURYHG�UHVSRQVLYHQHVV�DQG�VHQVH�RI�HPSRZHUPHQW��7KHUH�LV�D�IHHGEDFN�PHFKDQLVP�DW�ZRUN�LQ�ZKLFK�

RQFH�HIIHFWLYH�SDUWLFLSDWLRQ�LV�HVWDEOLVKHG�DQG�SURGXFHV�JRRG�UHVXOWV��D�VHOI�UHLQIRUFLQJ�SURFHVV�LV�VWDUWHG

ZKLFK�VKRXOG�OHDG�WR�IXUWKHU�LQFUHDVHV�LQ�WKH�OHYHO�DQG�VFRSH�RI�SDUWLFLSDWLRQ��,W�LV�HDVLHU�WR�PHDVXUH�DV�DQ

RXWSXW� WKDQ� DV� D� FRQWULEXWRU� WR� WKH� HIIHFWLYHQHVV� RI� DFFRXQWDELOLW\� SURFHVVHV�� 2IWHQ�� LQGHHG�� LQ� PDQ\

DQDO\VHV�WKH�HIIHFWLYHQHVV�LV�LQIHUUHG��DV�DQ�H[SODQDWLRQ�RI�RWKHU�RXWFRPHV�

��� 6RFLDO�DQG�HFRQRPLF�RXWFRPHV

7KH�LPSDFW�RI�GHFHQWUDOLVDWLRQ�²�RU��LQGHHG�RI�DQ\�RWKHU�JRYHUQPHQWDO�SROLF\�²�RQ�OHYHOV�RI�SRYHUW\�FDQ

EH�EURNHQ�GRZQ�IRU�DQDO\WLFDO�SXUSRVHV�LQWR�IRXU�PDLQ�DUHDV�

�� 3UR�SRRU�JURZWK��RU�FKDQJHV�LQ�WKH�OHYHOV�RI�HFRQRPLF�DFWLYLW\��ZDJHV�DQG�RU�SULFHV�ZKLFK�LQFUHDVH

WKH� LQFRPHV� RI� H�J�� VPDOO� IDUPHUV�� VKDUH�FURSSHUV�� DJULFXOWXUDO� ODERXUHUV�� VPDOO� WUDGHUV� RU� XUEDQ

ZRUNHUV�SDUWLFXODUO\�LQ�WKH�LQIRUPDO�VHFWRU�

�� 6RFLDO� HTXLW\�� RU� WKH� H[WHQW� WR� ZKLFK� WKHUH� LV� UHGLVWULEXWLRQ� RI� LQFRPH�� RU� UHGXFWLRQ� LQ� OHYHOV� RI

LQHTXDOLW\�

�� +XPDQ� GHYHORSPHQW�� RU� LPSURYHPHQWV� LQ� WKH� TXDOLW\� RI� OLIH� DQG� KHQFH� WKH� OLIH� FKDQFHV� RI� SRRU

SHRSOH��DV�UHIOHFWHG�LQ�WKHLU�DFFHVV�WR�KHDOWK��HGXFDWLRQ��VDQLWDWLRQ��RU�MXVWLFH�
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�� 6SDWLDO� RU� LQWHU�UHJLRQDO� LQHTXDOLW\�� RU� WKH� H[WHQW� WR� ZKLFK� WKHUH� LV� UHGLVWULEXWLRQ� RI� UHVRXUFHV� RU

JURZWK�EHWZHHQ�GHSULYHG�DQG�HFRQRPLFDOO\�PRUH�ZHDOWK\�DUHDV�RI�D�FRXQWU\�

0HDVXULQJ�ZKHWKHU�WKH�DFWLRQV�RI�GHFHQWUDOLVHG�LQVWLWXWLRQV�KDYH�KDG�DQ�HIIHFW�RQ�DQ\�RU�DOO�RI�WKHVH�DUHDV

LV� IUDXJKW� ZLWK� HQRUPRXV� GLIILFXOWLHV�� &RPSDULVRQ� RI� QDWLRQDO� HFRQRPLF� DQG�+',� VWDWLVWLFV� ZRXOG� EH

XVHIXO�LI�LW�ZHUH�SRVVLEOH�WR�LVRODWH�WKH�GHFHQWUDOLVDWLRQ�YDULDEOH�E\�FRPSDULQJ�FRXQWULHV�ZLWK�DQG�ZLWKRXW

GHFHQWUDOLVDWLRQ�VFKHPHV��DQG�RYHU�WLPH��6RPH�DWWHPSWV�KDYH�EHHQ�PDGH�WR�FRPSDUH�XVLQJ�WKH�GHJUHH�RI

GHFHQWUDOLVDWLRQ�DV�WKH�LQGHSHQGHQW�YDULDEOH��EXW�WKH�PHDVXUH�QRUPDOO\�XVHG�²�VXEQDWLRQDO�H[SHQGLWXUHV�DV

D� SURSRUWLRQ� RI� WRWDO� JRYHUQPHQW� H[SHQGLWXUH� ²� LV� VR� IODZHG� DV� DQ� LQGLFDWRU� RI� WKH� FKDUDFWHU� DQG

IXQFWLRQLQJ�RI�DQ\�SDUWLFXODU�GHFHQWUDOLVDWLRQ�VWUXFWXUH�WKDW�WKH�UHVXOWV�REWDLQHG�FDQ�EH�VXJJHVWLYH�DW�PRVW

�VHH� +XWKHU� DQG� 6KDK� ������7� 8VLQJ� QDWLRQDO� OHYHO� RU� DJJUHJDWH� +',� DQG� *LQL� FRHIILFLHQW� ILJXUHV� DV

PHDVXUHV� RI� WKH� VRFLDO� HTXLW\� DQG�+'� RXWFRPHV� DOVR� UDLVHV� LVVXHV� RI� FDXVDOLW\�� DW� OHDVW� DV� UHJDUGV� WKH

DFWLRQV�RI�GHFHQWUDOLVHG�JRYHUQPHQWV��6RPH�FRXQWULHV�SURGXFH�KRXVHKROG�LQFRPH�VXUYH\V�ZKLFK�FDQ�EH

EURNHQ� GRZQ� E\� HQXPHUDWLRQ� DUHD� DQG� SRVVLEO\� UHODWHG� WR� ORFDO� JRYHUQPHQW� DUHDV�� ,I� WKHVH� FRXOG� EH

SURGXFHG�RYHU�WLPH�RQ�D�FRQVLVWHQW�EDVLV��L�H��WKH�ORFDO�JRYHUQPHQW�DUHDV�ZRXOG�KDYH�WR�EH�VWDEOH�IRU�WHQ

\HDUV� RU� VR�� DQG� ZLWK� D� VDPSOH� VL]H� VXIILFLHQW� WR� DOORZ� ORFDO� EUHDNGRZQ� ZLWK� VWDWLVWLFDOO\� VLJQLILFDQW

QXPEHUV��WKHQ�VRPH�XVHIXO�GDWD�PLJKW�HPHUJH��(YHQ�WKHQ��WKH�FDXVDO�OLQN�EHWZHHQ�FKDQJHV�LQ�KRXVHKROG

LQFRPH� DQG� JRYHUQPHQW� DFWLRQV� DW� WKH� ORFDO� �DV� RSSRVHG� WR� WKH� PDFUR�� OHYHO� ZRXOG� KDYH� WR� EH

GHPRQVWUDWHG�

0RVW�VWXGLHV�RI�GHFHQWUDOLVDWLRQ��LQVRIDU�DV�WKH\�PHDVXUH�LPSDFW�DW�DOO��WHQG�WR�UHO\�RQ�ZKDW�PLJKW�EH

WHUPHG�LQGLUHFW�PHDVXUHV��7KDW�LV��WKH\�ORRN�DW�H[SHQGLWXUHV�RQ�¶VRFLDO·�VHFWRUV�VXFK�DV�SULPDU\�HGXFDWLRQ�

KHDOWK�RU�VRFLDO�LQIUDVWUXFWXUH�VXFK�DV�ZDWHU��RQ�WKH�DVVXPSWLRQ�WKDW�WKHVH�ZLOO�EHQHILW�WKH�SRRU��6XFK�DQ

DVVXPSWLRQ�LV��LQ�IDFW��XQMXVWLILHG��&RQVWUXFWLQJ�D�SULPDU\�VFKRRO�EXLOGLQJ�PD\�EH�RI�QR�PRUH�XVH�WR�WKH

SRRU� RI� D� UXUDO� GLVWULFW� WKDQ� EXLOGLQJ� ORFDO� JRYHUQPHQW� RIILFHV� RU� �DV� KDSSHQHG� ZLWK� 0H[LFR·V

3521$62/�PXQLFLSDO�IXQGLQJ�SURJUDPPH��EDVNHW�EDOO�FRXUWV�WKURXJKRXW�WKH� ODQG��)R[�������� ,W� LV�D

PDWWHU�IRU�HPSLULFDO�GHPRQVWUDWLRQ��UHTXLULQJ�GHWDLOHG�DQDO\VLV�RI�WKH�RSHUDWLRQV�RI�WKH�SURMHFW��LWV�TXDOLW\

DQG�UHDFK�LQ�FODVV�DQG�JHQGHU�WHUPV�

,W� LV�ZHOO�NQRZQ�WKDW�GHFHQWUDOLVHG�JRYHUQPHQWV� WHQG� WR�VSHQG�PRUH�RQ�VPDOO�VFDOH� LQIUDVWUXFWXUDO

SURMHFWV�RU�VRFLDO�DPHQLWLHV��SHUKDSV�LQ�UHVSRQVH�WR�SRSXODU�ZLVKHV��IRU�HOHFWRUDO�UHDVRQV��RU�EHFDXVH�WKH\

LQWHUSUHW� ¶GHYHORSPHQW·� DV� EXLOGLQJ� VRPHWKLQJ� WDQJLEOH�� %XW� LW� LV� RIWHQ� IRUJRWWHQ� WKDW� ZKHQ� RUGLQDU\

SHRSOH� DUH� DVNHG�ZKDW� WKH\� VHH� DV� WKHLU�PRVW� SUHVVLQJ� GHYHORSPHQWDO� QHHGV�� WKH\� ZLOO� RSW� IRU� FODVVLF�

GHYHORSPHQWDO� LQIUDVWUXFWXUDO� LQYHVWPHQW� LQ�FDSLWDO�SURMHFWV�VXFK�DV� URDGV� �&URRN�DQG�0DQRU�������� ,Q

HFRQRPLHV�ZKLFK�GHSHQG�XSRQ� WKH�PDUNHWLQJ�DQG�H[SRUW�RI� DJULFXOWXUDO� SURGXFH�� H�J��PRVW�RI� WURSLFDO

$IULFD�� WKLV� VKRXOG� FRPH� DV� QR� VXUSULVH�� <HW� WKHUH� LV� YHU\� OLWWOH� HYLGHQFH� HYHU� FROOHFWHG� ZKLFK� FRXOG

FRQILUP�WKH�EHQHILWV�WR�UXUDO�SRSXODWLRQV�ZKLFK�DUH�SHUFHLYHG�E\�WKRVH�ZLWK�WKH�¶ORFDO�NQRZOHGJH·��8JDQGD

�����������������������������������������������������
� 7KH� ILJXUH� LV� PLVOHDGLQJ� LQ� WKH� PRVW� EDVLF� VHQVH� LQ� WKDW� LW� DJJUHJDWHV� ORFDOO\� ²� GHWHUPLQHG� VSHQGLQJ� DQG

VSHQGLQJ�RQ� VHFWRUV� RU� SURJUDPPHV� IRU�ZKLFK� WKH� ILQDQFHV� DUH� VLPSO\� WUDQVIHUUHG� WR� ORFDO� JRYHUQPHQWV� IRU
WKHP�WR�LPSOHPHQW��/LWYDFN�DQG�6HGGRQ�����������
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LV�RQH�RI� WKH� IHZ� FDVHV�ZKHUH� UHFHQW� HYLGHQFH�KDV�EHHQ� DFFXPXODWHG� RQ� WKH� EHQHILFLDO� LPSDFW� RI� URDG

UHKDELOLWDWLRQ�RQ�SURGXFHU�SULFHV��HPSOR\PHQW�DQG�PDUNHW�RSSRUWXQLWLHV��ERWK�RI�ZKLFK�KDYH�D�UHDO�HIIHFW

RQ�WKH�LQFRPHV�RI�WKH�SRRU��VHH�S�����

:KHUH� GHFHQWUDOLVHG� DXWKRULWLHV� KDYH� EHHQ� LQYROYHG� LQ� WKH� LPSOHPHQWDWLRQ� RU� DGPLQLVWUDWLRQ� RI

GLUHFW� ¶SRYHUW\� DOOHYLDWLRQ·� SURJUDPPHV� WKHUH� WHQGV� WR� EH� PRUH� V\VWHPDWLF� HYLGHQFH� FROOHFWHG� RI� WKHLU

DFWXDO� LPSDFW� RQ� WKH� SRRU�� %XW� PRVW� RI� WKHVH� VFKHPHV� DUH� LQVSLUHG� DQG� IXQGHG� E\� VWDWH� RU� FHQWUDO

JRYHUQPHQWV��DQG�VR�WKH�FRQWULEXWLRQ�RI�GHFHQWUDOLVDWLRQ�WR�WKHLU�VXFFHVV�LV�DJDLQ�D�PDWWHU�RI�TXDOLWDWLYH

DVVHVVPHQW�RI�WKH�UROH�RI�ORFDO�ERGLHV�LQ��IRU�LQVWDQFH��VHOHFWLRQ�RI�EHQHILFLDULHV��IRUPXODWLRQ�RI�SURMHFWV

RU�HIIHFWLYHQHVV�RI�DGPLQLVWUDWLRQ�

7KH�QDWXUH�RI�WKH�HYLGHQFH�UHODWLQJ�WR�WKH�LQGLUHFW�LPSDFW�RI�GHFHQWUDOLVHG�JRYHUQPHQWDO�RXWSXWV�RU

DGPLQLVWUDWLYH� DFWLYLWLHV� RQ� OHYHOV� RI� SRYHUW\� LV�� WKHUHIRUH�� PDLQO\� FDVH�VWXG\� EDVHG�� SDUWLDO� DQG� QRW

V\VWHPDWLFDOO\�FRPSDUDEOH��7KLV�VXJJHVWV�WKDW�WKH�PRVW�IHDVLEOH�PHWKRGRORJ\�LV�WR�HYDOXDWH�DQG�UDWH�HDFK

FDVH� LQWHUQDOO\�� DQG� RQO\� WKHQ� XQGHUWDNH� FRPSDULVRQ� RI� WKH� FRQILJXUDWLRQV� RU� SDWWHUQV� RI� H[SODQDWRU\

IDFWRUV�LQ�HDFK�FDVH��VHH�5DJLQ��������<HW�HYHQ�IRU�D�FDVH�VWXG\�WR�SURYLGH�JRRG�GDWD�RQ�WKH�SHUIRUPDQFH

RI� GHFHQWUDOLVDWLRQ� WKHUH� DUH� PLQLPXP� HYLGHQWLDO� UHTXLUHPHQWV� ZKLFK� DUH� WRR� IUHTXHQWO\� QRW� VDWLVILHG�

EDVH�OLQH� DQG� ORQJLWXGLQDO� GDWD� WR� HQDEOH� FRPSDULVRQV� WR� EH�PDGH� RI� WKH� VLWXDWLRQ� EHIRUH� DQG� DIWHU� D

GHFHQWUDOLVDWLRQ� SURJUDPPH�ZDV� LQWURGXFHG�� VRPH� VHQVH� RI� WKH� RYHUDOO� VLJQLILFDQFH� DQG� VFRSH� RI� ORFDO

H[SHQGLWXUHV�ZLWKLQ�WKH�QDWLRQDO�GHYHORSPHQW�SURJUDPPH��DQG�VRPH�UHSUHVHQWDWLYH�SXEOLF�DVVHVVPHQWV�RI

LPSDFW��,GHDOO\��¶FRQWURO�JURXS·�VWXGLHV�QHHG�WR�EH�GRQH��EXW�WKLV�LV�XVXDOO\�LPSRVVLEOH�ZLWKLQ�RQH�FRXQWU\�

DQ�LQWHUHVWLQJ�H[FHSWLRQ�EHLQJ�,QGLD�VLQFH�������ZKHUH�LW�ZRXOG�EH�SRVVLEOH�WR�FRPSDUH�VWDWHV�ZKHUH�D�IXOO

GHFHQWUDOLVDWLRQ� KDV� EHHQ� LQWURGXFHG� ZLWK� WKRVH� ZKHUH� LW� KDV� QRW�� ,Q� WKH� DEVHQFH� RI� WKLV� NLQG� RI

LQIRUPDWLRQ��PXFK�RI�WKH�HYLGHQFH�LV�DQHFGRWDO�

7KH�QDWXUH�RI� WKH� OLWHUDWXUH�RQ�GHFHQWUDOLVDWLRQ�PHDQV�� WKHUHIRUH�� WKDW� D� FRPSDUDWLYH� VWXG\� RI� WKH

NLQG�XQGHUWDNHQ�EHORZ�KDV� WR�EH�EDVHG�� IDXWH� GH�PLHX[�� XSRQ� D� VHW�RI� FDVHV�ZKHUH� WKHUH�KDSSHQV� WR�EH

VRPH� PLQLPXP� HYLGHQFH� RI� WKH� SHUIRUPDQFH� RI� GHFHQWUDOLVDWLRQ� IRU� SRYHUW\� UHGXFWLRQ�� 7KHUH� DUH

VXIILFLHQW��DW�OHDVW��IRU�VRPH�MXGJHPHQWV�WR�EH�PDGH�DERXW�WKH�GLIIHUHQFHV�EHWZHHQ�FRXQWULHV�ZKHUH�WKHUH

LV�HYLGHQFH�RI�VRPH�VXFFHVV��DQG�FRXQWULHV�ZKHUH�WKHUH�LV�JHQHUDO�DJUHHPHQW�WKDW�GHFHQWUDOLVDWLRQ�IDLOHG��DW

OHDVW�RQ�WKLV�GLPHQVLRQ�
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7KH�LQGLUHFW�EHQHILWV�RI�LQIUDVWUXFWXUDO�LQYHVWPHQW�IRU�SRYHUW\�DOOHYLDWLRQ�LQ�.LEDDOH

GLVWULFW��8JDQGD

,Q�.LEDDOH�GLVWULFW��LQ�ZHVWHUQ�8JDQGD��URDG�UHKDELOLWDWLRQ�KDV�EHHQ�D�PDMRU�IDFWRU�LQ�HFRQRPLF�GHYHORSPHQW�

• 'LVWULFW�UHYHQXHV�KDYH�LQFUHDVHG�

• $FFHVV�WR�DQG�IURP�WKH�GLVWULFW�LV�YDVWO\�LPSURYHG�

• 6PDOO�VFDOH�LQGXVWU\�DSSHDUV�WR�KDYH�JURZQ�

• 1HZ�WUDGLQJ�FHQWUHV�DQG�PDUNHWV�KDYH�VSUXQJ�XS��DQG�ROG�RQHV�KDYH�JURZQ�

• 0RUH�FRPSHWLWLRQ�DQG�EHWWHU�SULFHV�IRU�DJULFXOWXUDO�SURGXFH��DQG

• 7KHUH�DUH�JUHDWHU�HPSOR\PHQW�RSSRUWXQLWLHV

7DEOH���GHPRQVWUDWHV�VRPH�RI�WKH�LPSURYHPHQWV�LQ�PDUNHWLQJ�SDWWHUQV�DW�YLOODJH�OHYHO��LQFOXGLQJ�QHZ�ORFDWLRQV

IRU�PDUNHWLQJ��ZKHUH�GLVWDQW�PDUNHWV�KDYH�EHFRPH�PRUH�DFFHVVLEOH��RU�WKH�ZKHUH�QHZ�WUDGLQJ�FHQWUHV�KDYH

JURZQ�XS��:KHUH�WKH�VDPH�PDUNHWLQJ�ORFDWLRQ�LV�FLWHG��WKH�MRXUQH\V�DUH�QRZ�FRQVLGHUDEO\�HDVLHU�

7DEOH���&KDQJHV�LQ�PDUNHWLQJ�SDWWHUQV�DIWHU�URDG�UHKDELOLWDWLRQ�DW�YLOODJH�OHYHO�LQ�.LEDDOH

'LVWULFW

9LOODJH &URS %HIRUH�URDG�UHKDELOLWDWLRQ $IWHU�URDG�UHKDELOLWDWLRQ

&RIIHH 7DNHQ�WR�%XNRQGD�PDUNHW

�86K���������SHU�NJ�

6ROG�GLUHFW�IURP�YLOODJH�WR�WUDGHUV

�86K�����SHU�NJ�

:DUDJL

�ORFDO�JLQ�

6ROG�LQ�%XNRQGD�RU�.DUXJXX]D

�86K��������������SHU�MHUU\�FDQ�

6ROG�GLUHFW�IURP�YLOODJH�WR�WUDGHUV

�86K���������������SHU�MHUU\�FDQ�

7REDFFR 6ROG�GLUHFW�WR�%$7 6ROG�GLUHFW�WR�%$7

.\DPXNXELUZD

*URXQGQXWV 6ROG�LQ�.DUXJXX]D 6ROG�LQ�.DUXJXX]D

&RIIHH 8QNQRZQ 6ROG�GLUHFW�IURP�YLOODJH�WR�WUDGHUV

:DUDJL 7DNHQ�WR�0DEDDOH�RQ�IRRW 7DNHQ�WR�0DEDDOH�E\�WD[L

5XVHNHUH

*URXQGQXWV 6ROG�LQ�0DEDDOH 6ROG�LQ�+RLPD

&RIIHH 8QNQRZQ 6ROG�GLUHFW�IURP�YLOODJH�WR�WUDGHUV

:DUDJL 6ROG�LQ�0DEDDOH 6ROG�LQ�1\DPDUXQGD

7REDFFR 6ROG�GLUHFW�WR�%$7 6ROG�GLUHFW�WR�%$7

.LERJR

*URXQGQXWV 8QNQRZQ 6ROG�LQ�1\DPDUXQGD�DQG�.LU\DQMDJL

5RDG�UHKDELOLWDWLRQ�KDV�KDG�VRFLDO�EHQHILWV� WRR��+RVSLWDO�SDWLHQWV�FDQ�QRZ�KDYH� WLPHO\�DFFHVV� WR�KRVSLWDO� IRU
VHULRXV� KHDOWK� QHHGV�±� RQH� UHVSRQGHQW� VXPPHG�XS� WKH� FKDQJH� DV� µZH� DUH� DOLYH� QRZ¶�� 2WKHU� EHQHILWV� FLWHG
ZHUH��JUHDWHU�SHUVRQDO�PRELOLW\��WKH�UHWXUQ�WR�WKH�GLVWULFW�RI� µVRQV�DQG�GDXJKWHUV�RI�WKH�VRLO¶��UHGXFHG�WUDYHO
WLPH��LQFUHDVHG�FRQILGHQFH�DQG�DZDUHQHVV�LQ�ZRPHQ��LPSURYHG�KRXVLQJ�DQG�VFKRROV��DQG�LPSURYHG�TXDOLW\�RI
HGXFDWLRQ� DV� WHDFKHUV� FRXOG� QRZ� EH� DWWUDFWHG� IURP� RXWVLGH� WKH� 'LVWULFW�� $� VLJQLILFDQW� IHDWXUH� RI� WKH
UHKDELOLWDWLRQ� RI� URDGV� LQ� .LEDDOH� ZDV� WKH� XVH� RI� ODERXU�EDVHG� PHWKRGV�� DOORZLQJ� ORFDO� LQGLYLGXDOV� WR� HDUQ
ZDJHV��ZKLFK�KDV�UHSRUWHGO\�KDG�VHYHUDO�NQRFN�RQ�HIIHFWV��.LEDDOH�GLVWULFW�LV�XQXVXDO�LQ�8JDQGD��LQ�WKDW�LW�KDV
EHQHILWHG�IURP�FRQVLGHUDEOH�GRQRU�IXQGLQJ��D�NH\�IDFWRU�LQ�WKH�VXFFHVV�RI�WKH�GLVWULFW¶V�URDG�UHKDELOLWDWLRQ�ZRUN�
EXW�GHFHQWUDOLVDWLRQ�KDV�DOVR�SURYHG�DQ�LPSRUWDQW�FDWDO\VW��7KHUH�DUH�FRQWLQXLQJ�SUREOHPV�LQ�PDLQWHQDQFH�RI
URDGV�WKDW�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�FHQWUDO�JRYHUQPHQW��ZKHUHDV�ZLWK�WKH�RWKHU�URDGV��GHFHQWUDOLVDWLRQ�KDV
FRQWULEXWHG�WR�D�VHQVH�RI�RZQHUVKLS�DQG�SULGH��KHQFH�PDLQWHQDQFH�LV�OHVV�OLNHO\�WR�SURYH�D�SUREOHP��6RXUFH�
6YHUULVVRQ���������%LVKRS�DQG�7D]DUQ��������
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� 7KH�SHUIRUPDQFH�RI�GHFHQWUDOLVDWLRQ��HPSLULFDO�HYLGHQFH

&RPSDUDWLYH�DQDO\VLV�RI�WKH�OLWHUDWXUH�RQ�GHFHQWUDOLVDWLRQ�RQ�D�ZRUOG�ZLGH�EDVLV�UHYHDOV�D�OLPLWHG�QXPEHU

RI�FDVHV�ZKHUH�WKHUH�LV�D�PLQLPDO�GHJUHH�RI�HYLGHQFH�RQ�WKH�SHUIRUPDQFH�RI�GHFHQWUDOLVDWLRQ�ZLWK�UHVSHFW

WR�UHVSRQVLYHQHVV�WR�WKH�SRRU�DQG�SRYHUW\�DOOHYLDWLRQ��7KH�,QGLDQ�VWDWHV�RI�:HVW�%HQJDO�DQG�.DUQDWDND

VWDQG�RXW�DV�SUREDEO\�WKH�PRVW�V\VWHPDWLFDOO\�VWXGLHG�DQG�ULFKO\�GRFXPHQWHG�RI�DQ\�LQ�WKH�ZRUOG��ZKLOVW

WKH�3KLOLSSLQHV�LV�EHJLQQLQJ�WR�JHQHUDWH�D�PDVV�RI�UHVHDUFK�HYLGHQFH�ZKLFK�KDV�\HW�WR�FRPH�WR�IUXLWLRQ�

7KHUH�DUH�RWKHU� LQWHUHVWLQJ�FDVHV� IURP� WKH� UHVW�RI�$VLD��$IULFDQ�DQG�/DWLQ�$PHULFD�EXW� WKH�HYLGHQFH� LV

IUHTXHQWO\�SDUWLDO�DQG�FRQWUDGLFWRU\��%DQJODGHVK��*KDQD��%UD]LO�DQG�&RORPELD�FRXQW�DV�DPRQJVW�WKH�EHVW

GRFXPHQWHG�� 7KHVH� FDVHV� DUH� VXIILFLHQW� LQ� QXPEHU� WR� HQDEOH� XV� WR� FRPSDUH� SRVLWLYH� DQG� QHJDWLYH

RXWFRPHV�IRU�WKH�SDUWLFLSDWLRQ�DQG�SRYHUW\�YDULDEOHV�GHVFULEHG�DERYH�

��� 3DUWLFLSDWLRQ�DQG�UHVSRQVLYHQHVV�±�SRVLWLYH�RXWFRPHV

,QGLD��:HVW�%HQJDO�±�LPSURYHG�SDUWLFLSDWLRQ�DQG�UHSUHVHQWDWLRQ

7KH�,QGLDQ�V\VWHP�RI�ORFDO�JRYHUQPHQW��RU�3DQFKD\DWL�5DM�8�ZDV�RULJLQDOO\�D�XWRSLDQ�*DQGKLDQ�LGHD��EDVHG

RQ�YLOODJH�VHOI�JRYHUQPHQW��ZKLFK�ZDV�HPERGLHG�DV�DQ�DVSLUDWLRQ�LQ�WKH������&RQVWLWXWLRQ�EXW�GHYROYHG

WR�WKH�VWDWHV�IRU�LPSOHPHQWDWLRQ��,Q�SUDFWLFH��OLWWOH�ZDV�DFKLHYHG�DQG�RQO\�OLPLWHG�DXWRQRP\�JLYHQ�WR�ORFDO

JRYHUQPHQW� IRU� WKH�ILUVW� WKUHH�GHFDGHV� IROORZLQJ� LQGHSHQGHQFH�� ,Q� WKH� ODWH� VHYHQWLHV� DQG�HDUO\� HLJKWLHV�

KRZHYHU��RSSRVLWLRQ�SDUWLHV�ZHUH�HOHFWHG�LQWR�SRZHU�LQ�VRPH�VWDWHV��QRWDEO\�:HVW�%HQJDO�DQG�.DUQDWDND�

ZKR�JDYH�D�QHZ�LPSHWXV�WR�ORFDO�JRYHUQPHQW��DLPLQJ��DW�OHDVW�LQ�SDUW��WR�HQKDQFH�WKHUHE\�WKHLU�HOHFWRUDO

VWUHQJWK��,Q�ERWK�FDVHV��WKHUHIRUH��WKH�UHIRUPV�ZHUH�DW�OHDVW�SDUWO\�DQ�DWWHPSW�WR�EXLOG�WKH�LQIOXHQFH�DQG

SRZHU�RI�WKH�QHZ�UXOLQJ�SDUWLHV�DW�WKH�JUDVV�URRWV��7KH�XQGHUO\LQJ�WKUXVW�RI�WKHVH�QHZ�SDQFKD\DW�V\VWHPV

ZDV�WR�FUHDWH�GHYROYHG��GHPRFUDWLF�ORFDO�DXWKRULWLHV��WKXV�WUDQVIRUPLQJ�WKHP�IURP�PHUH�LPSOHPHQWHUV�RI

GHYHORSPHQW�SURJUDPPHV�WR�SROLWLFDO�RUJDQLVDWLRQV�LQ�WKHLU�RZQ�ULJKW��0DWKHZ��������,Q�WKH� ODWH�����V

DQG�HDUO\�����V�� WKHUH�ZDV�D�ZLGHU�UHFRJQLWLRQ�WKDW�QDWLRQDO� OHYHO� UHIRUP�ZDV�UHTXLUHG��DQG� LQ������ WKH

��UG�$PHQGPHQW�WR�WKH�&RQVWLWXWLRQ�HQYLVDJHG�WKH�XQLYHUVDO�DSSOLFDWLRQ�RI�WKUHH�WLHUV�RI�GHPRFUDWLFDOO\

HOHFWHG� ORFDO� JRYHUQPHQW��7KH� IRXQGDWLRQ�ZDV� WR�EH� WKH� YLOODJH� DVVHPEO\� �JUDP� VDEKD���ZLWK� FRXQFLOV� DW

YLOODJH� �JUDP� SDQFKD\DW��� LQWHUPHGLDWH� �SDQFKD\DW� VDPLWLV� RU� PDQGDO� SDQFKD\DWV�� DQG� GLVWULFW� OHYHOV� �]LOOD

SDULVKDGV���,Q�DGGLWLRQ��VHDWV�DUH�QRZ�UHVHUYHG�IRU�6FKHGXOHG�&DVWHV�DQG�7ULEHV��6&7V���DFFRUGLQJ�WR�WKHLU

SURSRUWLRQ� RI� WKH� SRSXODWLRQ�� DW� DOO� OHYHOV�� WRJHWKHU� ZLWK� ��� SHU� FHQW� TXRWDV� IRU� ZRPHQ�

�0HHQDNVKLVXQGDUDP� ������ ����� +RZHYHU�� DOWKRXJK� DOO� VWDWHV� ZHUH� UHTXLUHG� WR� SDVV� RU� DPHQG� WKHLU

SDQFKD\DW�OHJLVODWLRQ�E\�$SULO�������WKH�H[WHQW�RI�GHYROYHG�SRZHU�DQG�UHVRXUFH�DOORFDWLRQ�ZDV�OHIW�WR�WKH

GLVFUHWLRQ� RI� LQGLYLGXDO� VWDWHV� �:HEVWHU� ������ ������ DQG� WR� GDWH�� RQO\� IRXU� VWDWHV� KDYH� LQWURGXFHG

IXQFWLRQLQJ�GHFHQWUDOLVHG�V\VWHPV�9

�����������������������������������������������������
� 7KH� WHUP� 3DQFKD\DWL� 5DM� FDPH� WR� GHQRWH� DOO� JRYHUQPHQWDO� RUJDQLVDWLRQV� EHORZ� WKH� VWDWH� OHYHO�� 7KH� WHUP

¶SDQFKD\DW·�LV�GHULYHG�IURP�WKH�ZRUG�ILYH��SDQFKD\DW��PHDQLQJ�IRUXP�RI�ILYH�YLOODJH�HOGHUV��0DWKHZ�������
� 7KHVH�DUH��:HVW�%HQJDO��.DUQDWDND��.HUDOD�DQG�0DGK\D�3UDGHVK��FRPPXQLFDWLRQ�IURP�-DPHV�0DQRU��
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,Q�������D�OHIWLVW�FRDOLWLRQ��NQRZQ�DV�WKH�/HIW�)URQW��OHG�E\�WKH�&RPPXQLVW�3DUW\�RI�,QGLD��0DU[LVW�

�&3,>0@���ZDV�HOHFWHG�WR�JRYHUQPHQW�LQ�WKH�VWDWH�RI�:HVW�%HQJDO��,Q�RUGHU�WR�FKDOOHQJH�WKH�SRZHU�RI�WKH

&RQJUHVV�SDUW\�DQG�WKH�ODQGORUG�FODVVHV�LQ�WKH�FRXQWU\VLGH��DQG�WR�SURYLGH�D�VWURQJ�SRSXODU�SRZHU�EDVH�

WKH� /HIW� )URQW� JRYHUQPHQW� DLPHG� WR� LQFUHDVH� WKH� GHFLVLRQ� PDNLQJ� SRZHU� RI� WKH� SRRU� E\� GHYROYLQJ

LPSOHPHQWDWLRQ� RI� JRYHUQPHQW� SURJUDPPHV� WR� WKH� JUDP� SDQFKD\DWV�� DQG� PRELOLVLQJ� SRRU� SHDVDQWV� WR

SDUWLFLSDWH�� XVLQJ� WKH�&3,�0��PDFKLQHU\�� 7KLV�ZDV� FULWLFDO� LQ� WKDW� RQH� RI� WKH�PRVW� VLJQLILFDQW� SROLWLFDO

DVSHFWV�RI� WKH�UHIRUP�KDG�EHHQ� WR�RSHQ�XS� ORFDO� HOHFWLRQV� WR�SDUW\� FRPSHWLWLRQ� IRU� WKH� ILUVW� WLPH��7KH

GLVWULFW�RU�]LOOD�SDULVKDGV��=3��²�ZKLFK�ZHUH�WKH�PDLQ�OHYHO�RI�DXWKRULW\�LQ�WKH�QHZ�WKUHH�WLHU�GHFHQWUDOLVHG

V\VWHP� ²�ZHUH� GHYROYHG� ORFDO� JRYHUQPHQW� ERGLHV� ZKLFK� ZHUH� OHJDOO\� REOLJHG� WR� OLDLVH� FORVHO\� ZLWK� WKH

GLVWULFW�OHYHO� VWDWH� 0LQLVWULHV�� EXW� GLG� QRW� KDYH� DQ\� DXWKRULW\� RYHU� WKHP�� 7KH� SRZHU� RI� WKH� VWDWH

JRYHUQPHQW�ZDV�H[HUFLVHG�WKURXJK�WKH�'LVWULFW�0DJLVWUDWH��ZKR�ZDV�H[�RIILFLR�WKH�&KLHI�([HFXWLYH�RI�WKH

=3��0HHQDNVKLVXQGDUDP��������$OO�RI�WKH�UHIRUPV�FDUULHG�RXW�E\�WKH�/HIW�)URQW�FOHDUO\�KDG�DQ�LGHRORJLFDO

PRWLYDWLRQ��ZKLFK�PHDQW� WKDW� WKH�SROLWLFDO� DQG� HFRQRPLF� HPSRZHUPHQW�RI�SRRU� DQG� ODQGOHVV� SHDVDQWV

ZDV� GHOLEHUDWHO\� LQWHQGHG� WR� JLYH� LPSHWXV� DQG�PDVV� VXSSRUW� WR� WKH� &3,� �0�·V� UDGLFDO� DJUDULDQ� UHIRUP

SURJUDPPHV��7KH�ODWWHU�DLPHG�WR�UHVWUXFWXUH�WKH�VHPL�IHXGDO�EDVLV�RI�%HQJDOL�UXUDO�VRFLHW\�WKURXJK�VKDUH�

FURSSHU�SURWHFWLRQ�DQG�ODQG�UHGLVWULEXWLRQ�

5HSUHVHQWDWLRQ�RI�WKH�SRRU

,Q� WHUPV�RI� WKH�VFRSH�RI�SDUWLFLSDWLRQ��:HVW�%HQJDO·V� UHFRUG� RI� UHSUHVHQWDWLRQ� RI� WKH� SRRU��ZKHWKHU

GHILQHG� E\� FDVWH�� RFFXSDWLRQ�� RU� ODQG� RZQHUVKLS� LV� JRRG�� ,Q� %LUEKXP� 'LVWULFW�� IRU� H[DPSOH�� WKH

DSSUR[LPDWH�SURSRUWLRQ�RI� WRWDO� SDQFKD\DW�PHPEHUVKLS�KHOG�E\�6&7V� LQFUHDVHG� IURP������SHU� FHQW� LQ

�����WR����SHU�FHQW�LQ�������DQG�DW�JUDP�SDQFKD\DW�OHYHO��WKH�SURSRUWLRQ�KHOG�E\�6&7V�ZHQW�IURP����SHU

FHQW�WR������SHU�FHQW��%\������������SHU�FHQW�RI�DOO�JUDP�SDQFKD\DW�PHPEHUV�ZHUH�HLWKHU�VPDOO�SHDVDQWV�

VKDUH�FURSSHUV�RU�DJULFXOWXUDO�ODERXUHUV��RU�D�FRPELQDWLRQ�RI�WKH�DERYH��/LHWHQ�����������²����:HEVWHU·V

VWXG\�VKRZHG�WKDW�VPDOO�SHDVDQWV�DQG�WKH�ODQGOHVV�LQFUHDVHG�WKHLU�VKDUH�RI�UHSUHVHQWDWLRQ�EHWZHHQ�����

DQG������ �:HEVWHU������� ����� DQG� WKH�SHUFHSWLRQ� LV� WKDW� YHVWHG� LQWHUHVWV�KDYH�EHHQ� UHPRYHG� �:HEVWHU

������������7KH�UHFRUG�RQ�IHPDOH�UHSUHVHQWDWLRQ�KDG�EHHQ�YHU\�SRRU�GXULQJ�WKH�����V��/LHWHQ������������

:HEVWHU������������EXW�VLQFH�VHDWV�ZHUH�UHVHUYHG�IRU�ZRPHQ�LQ�WKH������HOHFWLRQV��ZRPHQ�QRZ�DFFRXQW

IRU�MXVW�RYHU�WKH�VWDWXWRU\�RQH�WKLUG�PLQLPXP��/LHWHQ������������

$OWKRXJK� UHSUHVHQWDWLRQ� RI� WKH� SRRU� DQG� SUHYLRXVO\� H[FOXGHG� LQ� :HVW� %HQJDO� KDV� LQFUHDVHG

VLJQLILFDQWO\�DV�D� UHVXOW�RI� WKH�SDQFKD\DW� UHIRUPV�� LW�KDV�QRQHWKHOHVV� WR�EH� UHFRJQLVHG� WKDW�PRELOLVDWLRQ

WKURXJK�WKH�SDUW\�PDFKLQH�KDV�PHDQW�WKDW�WKH�HOHFWRUDO�QHFHVVLW\�WR�EXLOG�EURDG�FURVV�FODVV�FRDOLWLRQV�KDV

DOVR�SOD\HG�LWV�SDUW��7KH�HOHFWRUDO�VXFFHVV�RI�WKH�&3,�0��DWWUDFWHG�PDQ\�RSSRUWXQLVWV�DQG�E\�WKH�HDUO\���V

WKH� SDQFKD\DW� UHSUHVHQWDWLYHV� LQFOXGHG� D� VXEVWDQWLDO� JURXS� RI� ¶PLGGOH� FODVV·� RU� ZKLWH� FROODU� HPSOR\HHV

�VFKRRO�WHDFKHUV��FOHUNV���DQG�PLGGOH�SHDVDQWV��WKH�VR�FDOOHG�¶UXUDO�PLGGOH�VWUDWD·�ZKR�IRUPHG�D�QHZ�¶SDUW\

HOLWH·��(FKHYHUUL�*HQW·V�VWXG\�RI�0LGQDSXU�'LVWULFW�UHYHDOHG�WKDW����SHU�FHQW�RI�WKH�HOHFWHG�OHDGHUV�RI�WKH

JUDP�SDQFKD\DWV��FDOOHG�SUDGKDQV��ZHUH�ZKLWH�FROODU�HPSOR\HHV��PDLQO\�VFKRRO�WHDFKHUV���DQG�D�VDPSOH�VXUYH\
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DFURVV� WKH�ZKROH� VWDWH� UHFRUGHG� WKDW� ��� SHU� FHQW� RI� SUDGKDQV� ZHUH� WHDFKHUV� RI�PLGGOH� FDVWH� �0DKLVK\D�

RULJLQ��(FKHYHUUL�*HQW�����D��

3DUWLFLSDWLRQ�E\�WKH�SRRU

+RZHYHU��HYHQ�LI�UHSUHVHQWDWLRQ�RI�WKH�SRRU�KDV�LPSURYHG��DQG�FRPSDUHV�IDYRXUDEO\�ZLWK�WKH�VLWXDWLRQ�LQ

RWKHU�,QGLDQ�VWDWHV��WKLV�GRHV�QRW�WUDQVODWH�LQWR�PHDQLQJIXO�SDUWLFLSDWLRQ�LQ�WKH�DIIDLUV�RI�WKH�SDQFKD\DWV�

2QH�VWXG\�VKRZHG�WKDW�SDQFKD\DW�PHPEHUV�IURP�VFKHGXOHG�FDVWHV�RU�WULEHV�UDUHO\�VSRNH�LQ�PHHWLQJV��DQG

LI�WKH\�GLG�WKH\�WHQGHG�WR�EH�LJQRUHG��:HVWHUJDDUG������������7KLV�LV�EDFNHG�XS�LQ�DQRWKHU�VWXG\�ZKLFK

GHPRQVWUDWHG�WKDW� MXVW�WZR�SHU�FHQW�RI�VFKHGXOHG�FDVWH�DQG�WULEH�PHPEHUV�VSRNH� LQ�PHHWLQJV� �:HEVWHU

������������1HYHUWKHOHVV��WKH�/HIW�)URQW�KDV�VHW�LQ�PRWLRQ�LPSRUWDQW�FKDQJHV��WKDW�ZLOO�HQFRXUDJH�JUHDWHU

SRSXODU�SDUWLFLSDWLRQ��:HVWHUJDDUG�����������

$FFRXQWDELOLW\�DQG�UHVSRQVLYHQHVV

0HDVXULQJ�UHVSRQVLYHQHVV�LQ�WHUPV�RI�SHUFHLYHG�FKDQJH�XQGHU�WKH�SDQFKD\DW�V\VWHP��:HEVWHU·V�VXUYH\�RI

���� KRXVHKROGV� VKRZV� VRPH�SRVLWLYH� UHVXOWV��7KH� YDVW�PDMRULW\� ���� SHU� FHQW�� RI� ODQGOHVV� RU� ODQG�SRRU

�XQGHU� WZR� DFUHV�� PHQ� VDZ� VXEVWDQWLDO� FKDQJH� XQGHU� WKH� SDQFKD\DW� V\VWHP�� DV� GLG� ��� SHU� FHQW� RI

LQWHUYLHZHHV� IURP�6FKHGXOHG�&DVWHV�� DQG�DOO� UHVSRQGHQWV� IURP�6FKHGXOHG�7ULEHV��$PRQJVW�ZRPHQ� WKH

UHVXOWV� ZHUH� OHVV� VWULNLQJ�� DOWKRXJK� D� VOLJKW� PDMRULW\� DPRQJ� WKH� ODQGOHVV� RU� ODQG�SRRU� DQG� 6FKHGXOHG

&DVWHV�RU�7ULEHV�GLG�VHH�SRVLWLYH�FKDQJH��:HEVWHU�������������+RZHYHU��WKH�LPSDFW�RI�SDUWLFLSDWLRQ�KDV

EHHQ� UHVWUDLQHG�E\� WKH� NLQGV�RI� IXQFWLRQV� DQG� UHVRXUFHV� WKDW� KDYH� EHHQ� GHYROYHG� WR� ORFDO� JRYHUQPHQW

OHYHO��7KH�DELOLW\�RI�ORFDO�JRYHUQPHQW�LQVWLWXWLRQV�WR�SURYLGH�¶YRLFH·�WR�WKH�SRRU�LV�OLPLWHG�E\�WKHLU�UROH�DV�

IRU� WKH� PRVW� SDUW�� LPSOHPHQWHUV� RI� JRYHUQPHQW� SURJUDPPHV� �SDUWLFXODUO\� WKRVH� UHODWLQJ� WR� SRYHUW\

DOOHYLDWLRQ��� UDWKHU� WKDQ�EHLQJ� LQVWLJDWRUV�RI�GHYHORSPHQW� LQ� WKHLU�RZQ�ULJKW� �:HEVWHU�������������7KHLU

PDLQ�IXQFWLRQ�LV�WR�VHOHFW�EHQHILFLDULHV�IRU�SRYHUW\�SURJUDPPH�EHQHILWV�VXFK�DV�ZRUN�RU�ORDQV�

'LUHFW�SDUWLFLSDWLRQ��D�FRPSDULVRQ�ZLWK�.HUDOD

7KHUH�DUH�SDUDOOHOV� LQ�:HVW�%HQJDO·V�H[SHULHQFH�ZLWK�WKH�FXUUHQW�SURJUDPPH�RI�GLUHFW�SDUWLFLSDWLRQ� LQ

GHFHQWUDOLVHG� SODQQLQJ� LQ� .HUDOD�� ,Q� ������ DQ� �RVWHQVLEO\�� KLJKO\� SDUWLFLSDWRU\� SODQQLQJ� SURFHVV� ZDV

LQWURGXFHG��WKH�VR�FDOOHG�¶3HRSOHV·�&DPSDLJQ�IRU�WKH�,;WK�3ODQ·���DQG�WKHUH�KDYH�EHHQ�VRPH�HQFRXUDJLQJ

UHVXOWV��$WWHQGDQFH�DW�YLOODJH�OHYHO�PHHWLQJV�ZDV�KLJKHU�WKDQ�H[SHFWHG��DQG�WKH�SURFHVV�KDV�FRQWULEXWHG�LQ

VLJQLILFDQW�ZD\V� WR� ORFDO� UHVRXUFH�PRELOLVDWLRQ�� ,Q� FRQWUDVW� WR�:HVW� %HQJDO�� ZRPHQ·V� SDUWLFLSDWLRQ� KDV

EHHQ�DV�KLJK�DV����SHU�FHQW� LQ�VRPH�DUHDV� �'DWWD��������7KH�GHFHQWUDOLVHG�SODQQLQJ�SURFHVV�DSSHDUV� WR

KDYH�EHHQ�HQWKXVLDVWLFDOO\�UHFHLYHG��0DWKHZ��������DQG�WKH�SODQV�SURGXFHG�DSSHDU�WR�KDYH�EHHQ�RI�D�KLJK

TXDOLW\��%DQG\RSDGK\D\�������

+RZHYHU�� VRPH� LPSRUWDQW� TXDOLILFDWLRQV� QHHG� WR� EH� PDGH� ZLWK� UHVSHFW� WR� WKH� .HUDODQ

GHFHQWUDOLVDWLRQ� SURJUDPPH�� 7KHUH� DUH� UHSRUWV� RI� YDULDEOH� DWWHQGDQFH� DW� YLOODJH� PHHWLQJV�� ZLWK� VRPH

PHHWLQJV�LQTXRUDWH��SDUWLFXODUO\�WKH�PRUH�XUEDQLVHG�YLOODJHV��0DWKHZ��������2WKHUV�KDYH�VSHFXODWHG�WKDW
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WKH�FXUUHQW�ZDYH� LV�EHQHILWLQJ� IURP�DQ� LQLWLDO� HXSKRULD� WKDW�PD\�ZHOO�GLH�GRZQ� �%DQG\RSDGK\D\�������

)LQDOO\�� WKHUH� LV� D� SDUDOOHO� ZLWK� WKH� &3,�0�·V� VWUDWHJ\� RI� XVLQJ� SRSXODU� SDUWLFLSDWLRQ� LQ� GHFHQWUDOLVHG

LQVWLWXWLRQV�DV�D�PHDQV�RI�LQFUHDVLQJ�HOHFWRUDO�VXSSRUW��DQG��LQ�WKLV�FDVH��UHYLYLQJ�WKH�SRZHU�RI�WKH�SDUW\�

8QOLNH� LQ�:HVW�%HQJDO�� WKH�&RPPXQLVW�3DUW\�RI� ,QGLD� �&3,�� LQ�.HUDOD� IDFHV�PXFK�VWURQJHU�RSSRVLWLRQ

IURP�WKH�&RQJUHVV�ZKLFK�FRQWUROV�QHDUO\����SHU�FHQW�RI�ORFDO�JRYHUQPHQWV��DQG�WKHUH�LV�HYLGHQFH�WKDW�WKH

GHFHQWUDOLVHG�SODQQLQJ�FDPSDLJQ�LV�D�UHVSRQVH�WR�WKH�FXUUHQW�FOLPDWH�RI�OLEHUDOLVDWLRQ�LQ�,QGLD��7KH�&3,�LV

DLPLQJ�WR�FRXQWHU�DFFXVDWLRQV�WKDW�LW�LV�D�FRQVHUYDWLYH��6WDOLQLVW�PDFKLQH�GRPLQDWHG�E\�WKH�7UDGH�8QLRQV

DQG� D� FHQWUDOLVHG�� VWDWLVW� EXUHDXFUDF\� E\� UHODXQFKLQJ� LWVHOI� DV� D� SDUWLFLSDWRU\�� ¶SHRSOHV·� SDUW\�� EDVHG� RQ

JUDVV�URRWV�FR�RSHUDWLYH�DFWLRQ�E\�WKH�PDVVHV��5DMDJRSDODQ��������,W�LV�WRR�VRRQ�WR�WHOO��DQG�WKH�HYLGHQFH

LV� QRW� \HW� DYDLODEOH��ZKHWKHU� WKH� SDUWLFLSDWLRQ� HQFRXUDJHG� E\� WKH� QHZ� GHFHQWUDOLVDWLRQ� SURJUDPPH�ZLOO

WXUQ�RXW�WR�EH�DV�GRPLQDWHG�E\�WKH�SDUW\�DV�WKH�ROG�V\VWHP���

,QGLD��.DUQDWDND�±�LPSURYHG�UHSUHVHQWDWLRQ��EXW�ORZ�OHYHOV�RI�SDUWLFLSDWLRQ�REVWUXFW�SUR�

SRRU�RXWFRPHV

7KH� .DUQDWDND� GHFHQWUDOLVDWLRQ� V\VWHP� ZDV� LQWURGXFHG� LQ� ����� E\� WKH� -DQDWD� 3DUW\� VWDWH� JRYHUQPHQW

ZKLFK� KDG� ZRQ� SRZHU� IRU� WKH� ILUVW� WLPH� LQ� ������ 7KH� -DQDWD� 3DUW\� ZDV� D� FHQWULVW�� DJUDULDQ� UHIRUPLVW

FRDOLWLRQ� IRUPHG� PDLQO\� WR� FKDOOHQJH� WKH� &RQJUHVV� 3DUW\·V� GRPLQDQFH� RI� ,QGLDQ� SROLWLFV�� 7KH

GHFHQWUDOLVDWLRQ�UHIRUP�LQ�.DUQDWDND�ZDV�SULQFLSDOO\�LQWHQGHG�WR�EXLOG�WKH�SDUW\·V�UXUDO�HOHFWRUDO�EDVH�E\

JLYLQJ�SRZHU�DQG�UHVRXUFHV�WR�WKH�GRPLQDQW�PLGGOH�SHDVDQW��ODQGRZQLQJ�FDVWHV�DQG�WKH�DVVRFLDWHG�HOLWHV�

7KH������VFKHPH�VHW�XS� WZR�WLHUV�RI�SDQFKD\DWV�DW�'LVWULFW� �=LOOD�� DQG� ORFDO� �0DQGDO�� OHYHO��ZLWK�YLOODJH

DVVHPEOLHV��JUDP�VDEKDV��IRU�HDFK�RI�WKH�YLOODJHV�ZLWKLQ�WKH�0DQGDO�DUHDV�RI�DURXQG�������²��������SHRSOH�

7KH� UHVRXUFHV� DQG� SRZHU� JLYHQ� WR� WKH�'LVWULFWV� �DYHUDJH� SRSXODWLRQ� DURXQG� ��PLOOLRQ�� ZHUH� IDU�PRUH

UDGLFDO�WKDQ�LQ�:HVW�%HQJDO��LQ�WKDW�WKH�GHYROYHG�DXWKRULWLHV�ZHUH�JLYHQ�FRQWURO�RYHU�GHFRQFHQWUDWHG�VWDWH

OLQH�0LQLVWULHV��7KLV�PHDQW� WKDW� WKH� HOHFWHG� 3UHVLGHQWV� �� ZLWK� WKH� VWDWXV� RI� MXQLRU�PLQLVWHU� LQ� WKH� VWDWH

JRYHUQPHQW��WRRN�UHVSRQVLELOLW\�IRU�PRUH�WKDQ�KDOI�RI�WKH�VWDWH·V�FLYLO�VHUYDQWV�����SHU�FHQW�RI�WKH�VWDWH

EXGJHW�DQG�QHDUO\�DOO�WKH�PDLQ�GHYHORSPHQWDO�IXQFWLRQV��&URRN�DQG�0DQRU����������������7KLV�ILUVW�VHW�RI

FRXQFLOV� HOHFWHG� LQ� ����� ODVWHG� RQO\� XQWLO� ������ZKHQ� WKH� H[SHULPHQW�ZDV� VXVSHQGHG� E\� WKH� LQFRPLQJ

&RQJUHVV�XQWLO� D�QHZ� WKUHH� WLHU� V\VWHP�ZDV� LQWURGXFHG�XQGHU� WKH� ��UG�$PHQGPHQW�SURYLVLRQV��)XUWKHU

HOHFWLRQV�ZHUH�KHOG�LQ�������JUDP�SDQFKD\DWV��DQG�������WDOXN�DQG�]LOOD�SDQDFKD\DWV���6XEKD�������

5HSUHVHQWDWLRQ�RI�WKH�SRRU

7KH� LQLWLDO� SURJQRVLV� ZDV� QRW� JRRG�� DQG� ZLWKLQ� WKH� VWDWH�OHYHO� EXUHDXFUDF\�� WKHUH� ZDV� D� IHHOLQJ� WKDW

GHFHQWUDOLVDWLRQ� ZRXOG� VWUHQJWKHQ� YHVWHG� LQWHUHVWV� LQ� UXUDO� DUHDV�� DQG� SURPRWH� WKH� H[SORLWDWLRQ� RI� WKH

ZHDNHU�VHFWLRQV�RI�VRFLHW\��0HHQDNVKLVXQGDUDP���������²�����1HYHUWKHOHVV�� WKH�,QGLDQ�FRPPLWPHQW� WR

UHVHUYDWLRQ�RU�TXRWDV�IRU�XQGHUSULYLOHJHG�JURXSV��GDWLQJ�IURP�WKH�VHWWLQJ�XS�RI�TXRWDV�IRU�WKH�6&7V�LQ�WKH

�����������������������������������������������������
���1RWH��WKH�&3,�ORVW�SRZHU�LQ�.HUDOD�LQ�WKH�HOHFWLRQV�RI�0D\������



��

�����&RQVWLWXWLRQ��ZDV� DOPRVW� JXDUDQWHHG� WR�EDODQFH� WKDW� WHQGHQF\� WR� VRPH� H[WHQW��.DUQDWDND�ZDV� QR

H[FHSWLRQ�DQG�XQGHU�WKH������V\VWHP�����SHU�FHQW�RI�VHDWV�RQ�WKH�FRXQFLOV�ZHUH�UHVHUYHG�IRU�ZRPHQ�DQG�D

PLQLPXP� RI� ��� SHU� FHQW�� RU� LQ� SURSRUWLRQ� WR� WKHLU� VKDUH� RI� WKH� SRSXODWLRQ�� IRU� WKH� 6&7V�� 7KHVH

UHVHUYDWLRQV�ZHUH�H[WHQGHG�DIWHU������WR�LQFOXGH����SHU�FHQW�IRU�WKH� ¶2WKHU�%DFNZDUG�&ODVVHV·� �2%&V��

VXEGLYLGHG�LQWR������SHU�FHQW�IRU�WKH�¶PRVW�EDFNZDUG·�DQG�����SHU�FHQW�IRU�WKH�RWKHUV��DQG�WKH�ZRPHQ·V

TXRWD� ZDV� LQFUHDVHG� WR� ��� SHU� FHQW� �� LQ� DOO�� WKHUHIRUH�� ��� SHU� FHQW� RI� VHDWV� DUH� UHVHUYHG� IRU� VR�FDOOHG

GLVDGYDQWDJHG� JURXSV�� DOWKRXJK� WKH� SROLWLFV� RI� UHVHUYDWLRQ� LV� VXFK� WKDW� LQ� .DUQDWDND� PDQ\� RI� WKH

GRPLQDQW�FDVWHV�FDQ�EHQHILW�IURP�WKH�2%&�SURYLVLRQV��DQG�QRW�DOO�ZRPHQ�UHSUHVHQWDWLYHV�ZLOO�EH�SRRU�RU

ORZ�FDVWH�11

7KH� UHVHUYDWLRQ� SROLF\� KDV� XQGRXEWHGO\� EURXJKW� DERXW� D� VKLIW� LQ� WKH� FRPSRVLWLRQ� RI� ORFDO

UHSUHVHQWDWLYH�ERGLHV�LQ�.DUQDWDND��,Q�WKH�����²���FRXQFLOV��WKH�6FKHGXOHG�&DVWHV�KHOG������SHU�FHQW�RI

DOO�VHDWV�DFURVV�WKH�VWDWH��DOWKRXJK�WKH\�DFFRXQW�IRU�RQO\������SHU�FHQW�RI�WKH�SRSXODWLRQ��DQG�ZRPHQ���

SHU�FHQW�²�QR�PRUH�WKDQ�WKHLU�DOORFDWHG�TXRWD�RI� UHVHUYHG�VHDWV��2Q�WKH�RWKHU�KDQG�� WKH� WZR�SROLWLFDOO\

GRPLQDQW�ODQGRZQLQJ�FDVWHV�12�ZKR�DFFRXQWHG�IRU����SHU�FHQW�RI�WKH�SRSXODWLRQ��KHOG������SHU�FHQW�RI�WKH

VHDWV��&URRN�DQG�0DQRU�������

,Q�WKH�FRXQFLOV�HOHFWHG�EHWZHHQ������DQG�������KRZHYHU��D�VDPSOH�VXUYH\�RI�������HOHFWHG�SDQFKD\DW

PHPEHUV��DURXQG����SHU�FHQW�RI�WKH�WRWDO��IRXQG�WKDW������SHU�FHQW�EHORQJHG�WR�2%&V��UHSUHVHQWLQJ�DQ

XSZDUG�WUHQG��DQG�6&7V�KDG������SHU�FHQW�RI�WKH�WRWDO��7KH�WZR�GRPLQDQW�FDVWHV�ZHUH�UHGXFHG�WR�RQO\���

SHU�FHQW�RI�PHPEHUV�EHWZHHQ�WKHP��$OWKRXJK�6FKHGXOHG�7ULEHV�ZHUH�SRRUO\�UHSUHVHQWHG��ZLWK�MXVW���SHU

FHQW�RI�SDQFKD\DW�PHPEHUV��WKLV�ZDV�URXJKO\�HTXLYDOHQW�WR�WKHLU�VKDUH�RI�WKH�WRWDO�SRSXODWLRQ��,W�VKRXOG

EH� QRWHG�� KRZHYHU�� WKDW�ZKLOH� QHDUO\� ��� SHU� FHQW� RI�.DUQDWDND·V� SRSXODWLRQ� LV� LOOLWHUDWH�� WKLV� VHFWRU� RI

VRFLHW\�ZDV�XQGHU�UHSUHVHQWHG�LQ�.DUQDWDND·V�SDQFKD\DWV��DV�RQO\�����SHU�FHQW�RI�PHPEHUV�VXUYH\HG�ZHUH

LOOLWHUDWH��ZKHUHDV������SHU�FHQW�KDG�UHFHLYHG�VRPH�IRUP�RI�KLJKHU�HGXFDWLRQ��:RPHQ�GLG�HYHQ�EHWWHU�WKDQ

WKHLU� TXRWD� DPRXQW�� DFKLHYLQJ� ����� SHU� FHQW� DFURVV� WKH� VWDWH� �DFWXDO� ILJXUH�� EXW� WKH\� WHQGHG� WR� FRPH

PDLQO\� IURP� WKH� GRPLQDQW� DQG� KLJKHU� FDVWHV� �6XEKD� ������ ����� $� IXUWKHU� SUREOHP� LQ� LQWHUSUHWLQJ� WKH

VLJQLILFDQFH� RI� UHVHUYDWLRQV� LV� WKDW�� LQ� VSLWH� RI� WKH� SROLWLFDO� LPSRUWDQFH� DWWULEXWHG� WR� FDVWH� LQ� ,QGLD�

HFRQRPLF�SULYLOHJH�FDQQRW�EH�DXWRPDWLFDOO\�¶UHDG�RII·�IURP�FDVWH�FDWHJRU\��7KXV�WKH�VXUYH\�RI�SDQFKD\DW

PHPEHUV�VKRZHG�WKDW����SHU�FHQW�DW�WKH�=LOOD�OHYHO�RZQHG�LUULJDWHG�ODQG�DQG������SHU�FHQW�DGPLWWHG�WR�DQ

LQFRPH�RI�RYHU��������UXSHHV��DV�RSSRVHG�WR����SHU�FHQW�DQG���SHU�FHQW�UHVSHFWLYHO\�DW� WKH�*UDP� OHYHO�

7KLV�LQGLFDWHV�WKDW�WKH�ULFKHU�ODQGRZQLQJ�JURXSV�ZHUH�VWLOO�RYHU�UHSUHVHQWHG�RQ�WKH�'LVWULFW�&RXQFLOV��EXW

WKDW�OHVV�SULYLOHJHG�JURXSV�ZHUH�DFKLHYLQJ�D�VXEVWDQWLDO�SUHVHQFH�LQ�WKH�YLOODJH�OHYHO�FRXQFLOV��6XEKD������

��²����

�����������������������������������������������������
�� 7KH�WHUP�¶2WKHU�%DFNZDUG�&ODVVHV·�LQ�,QGLD��RU�2%&V�DV�WKH\�DUH�FDOOHG��LV�D�FRQVWLWXWLRQDO�WHUP�RI�DUW�ZKLFK

KDV�EHHQ�GHILQHG�WR�PHDQ�PLGGOH�FDVWHV��WKDW�LV�WKRVH�EHWZHHQ�WKH�6FKHGXOHG�&DVWHV�DQG�WKH�KLJK�FDVWHV�VXFK�DV
%UDKPLQV�

�� 9RNNDOLJD�DQG�/LQJJD\DW�FDVWHV�



��

3DUWLFLSDWLRQ�E\�WKH�SRRU

7KH�.DUQDWDND�ORFDO�FRXQFLOV�KDYH�RIIHUHG�WKH�SRRU��WKH�GLVDGYDQWDJHG�DQG�ZRPHQ�HQRUPRXVO\�HQKDQFHG

RSSRUWXQLWLHV� IRU� SDUWLFLSDWLRQ�� ERWK� WKURXJK� WKH� UHSUHVHQWDWLYH� V\VWHP� DQG� GLUHFWO\�� 6XUYH\� HYLGHQFH

IURP�WKH�����²���SHULRG�VKRZV�WKDW�ERWK�WKH�XQHGXFDWHG�DQG�WKH�6&7V�GLG�HQJDJH�LQ�VXFK�DFWLYLWLHV�DV

FRQWDFWLQJ� RIILFLDOV� DQG� FRXQFLOORUV�� VHQGLQJ� SHWLWLRQV�� DWWHQGLQJ� PHHWLQJV� DQG� MRLQLQJ� DVVRFLDWLRQV� DW

DOPRVW�WKH�VDPH�UDWH�DV�RWKHU�VRFLDO�JURXSV��DQG�LQ�SURSRUWLRQV�QRW�VLJQLILFDQWO\�OHVV�WKDQ�WKHLU�QXPEHUV

LQ�WKH�SRSXODWLRQ��7KH\�ZHUH�WKHUHIRUH�E\�QR�PHDQV�H[FOXGHG�E\�UHSUHVHQWDWLYH�SROLWLFV�DV�LV�RIWHQ�DOOHJHG�

7KH� VWRU\� IRU�ZRPHQ�ZDV�GLIIHUHQW�� LQ� WKDW�PHQ� VWLOO� WHQGHG� WR�GRPLQDWH� WKHVH� NLQGV�RI� DFWLYLWLHV��%XW

ZKHQ�LW�FDPH�WR�SDUWLFLSDWLQJ�LQ�PHHWLQJV�DQG�PDNLQJ�D�FRQWULEXWLRQ�DV�HOHFWHG�FRXQFLOORUV��WKH�RXWFRPH

ZDV�PXFK�OHVV�SRVLWLYH��$W�WKH�'LVWULFW�OHYHO��QHLWKHU�WKH�SRRU�QRU�WKH�6FKHGXOHG�&DVWHV�ZHUH�DEOH�WR�IRUP

HIIHFWLYH�SUHVVXUH�JURXSV��ZKLOVW�DW�WKH�0DQGDO�OHYHO�WKH�VRFLDO�GRPLQDQFH�RI�WKH�ODQGRZQLQJ�HOLWHV�DQG�WKH

PRUH� LQWLPDWH� VFDOH� RI� WKH� HQFRXQWHU� ZDV� VXFK� WKDW� WKHVH� LQGLYLGXDOV� ZHUH� HIIHFWLYHO\� H[FOXGHG� IURP

PDNLQJ�DQ\�UHDO�FRQWULEXWLRQ�²�DV�ZHUH�WKH�ZRPHQ��&URRN�DQG�0DQRU�������

7KH�.DUQDWDND�JUDP�VDEKDV�RU�YLOODJH�DVVHPEOLHV�DOVR�RIIHUHG�UHDO�SRVVLELOLWLHV�IRU�GLUHFW�SDUWLFLSDWLRQ�

LQFOXGLQJ�GHFLVLRQ�PDNLQJ� DERXW� WKH� DOORFDWLRQ�RI�EHQHILWV� IURP�FHQWUDOO\� IXQGHG�SRYHUW\� SURJUDPPHV�

%XW�WKH�UHFRUG�RI�WKLV�NLQG�RI�SDUWLFLSDWLRQ�KDV�FRQWLQXHG�WR�EH�H[WUHPHO\�GLVDSSRLQWLQJ��$IWHU�WKH\�ZHUH

LQWURGXFHG� LQ� ������ WKH� YLOODJH� OHYHO�PHHWLQJV�ZRUNHG�ZHOO� IRU� WKH� ILUVW� WZR� \HDUV�� EXW� WKH� QXPEHU� RI

PHHWLQJV�� WKH� QXPEHU� RI� YLOODJHV�ZKHUH�PHHWLQJV�ZHUH� KHOG�� DV�ZHOO� DV� WKH� DWWHQGDQFH� OHYHOV�� JUDGXDOO\

GHFOLQHG��XQWLO�WKH\�ZHUH�YLUWXDOO\�DEDQGRQHG�

&URRN� DQG� 0DQRU·V� VXUYH\� RI� IRXU� VXE�GLVWULFWV� UHFRUGHG� WKDW� ��� SHU� FHQW� RI� UHVSRQGHQWV� KDG

DWWHQGHG�VXFK�PHHWLQJV��ZKLFK�ZDV�VXSHULRU�WR�WKH�0DQGDOV� LQ�%DQJDORUH�DQG�'KDUZDQ�'LVWULFWV�VWXGLHG

E\�%KDUJDYD�DQG�5DSKDHO�ZKR�IRXQG�WKDW�DYHUDJH�DWWHQGDQFH�GHFOLQHG�IURP�����SHU�FHQW�WR�����SHU�FHQW�RI

WKH�UHJLVWHUHG�HOHFWRUDWH�EHWZHHQ������DQG������LQ�WKH�IRUPHU�DQG�IURP�����SHU�FHQW�WR�����SHU�FHQW�LQ�WKH

ODWWHU��7KHLU�H[SODQDWLRQ�LV�WKDW�WKH�PHHWLQJV�EHFDPH�WRR�SROLWLFLVHG��OHDGLQJ�WR�XQKHOSIXO�¶PRE�GLVFXVVLRQ·

VKRXWLQJ�PDWFKHV�EHWZHHQ�ULYDO�JURXSV�ZKLFK�DOLHQDWHG�RUGLQDU\�SHRSOH��DQG�WKH\�HYHQWXDOO\�GHJHQHUDWHG

LQWR� EHLQJ� OLWWOH� PRUH� WKDQ� ¶FRPSODLQW�ORGJLQJ� PHHWLQJV·� �%KDUJDYD� DQG� 5DSKDHO� ������� 7KH� KLJKHVW

DWWHQGDQFH�� DW� ��²��SHU� FHQW� RI� WKH� HOHFWRUDWH�� ZDV� UHFRUGHG� E\� 6LYDQQD� LQ� D� WZR� YLOODJH� FDVH�VWXG\� LQ

&KLWUDGXUJD�'LVWULFW��%XW�HYHQ�KHUH�KH�QRWHV� WKDW� DWWHQGDQFH�JUDGXDOO\�GURSSHG� WR� WKH�SRLQW�ZKHUH� WKH

RQO\�FLWL]HQV�ZKR�DWWHQGHG�ZHUH�WKRVH�ZKR�ZHUH�JRLQJ�WR�JHW�EHQHILWV�IURP�WKH�SRYHUW\�SURJUDPPH��7KLV

ZDV�EHFDXVH�WKH�PHHWLQJV�ZHUH�SHUFHLYHG�DV�EHLQJ�FDOOHG�E\�DQG�UXQ�E\�WKH�3UHVLGHQW��ZKR�PDGH�WKH�UHDO

GHFLVLRQV�RQ�ZKR�WKH�EHQHILFLDULHV�ZRXOG�EH��7KHLU�PDLQ�JHQHUDO�IXQFWLRQ�ZDV�WR�UDLVH�LVVXHV�RI�ORFDWLRQ

RI� DPHQLWLHV� DQG� SDVV� UHVROXWLRQV� RQ� WKH� ¶QHHGV·� RI� WKH� YLOODJH�� +H� DUJXHV� WKDW� WKH� FRPPLWPHQW� WR

SDUWLFLSDWRU\�SODQQLQJ�ZDV�ODUJHO\�UKHWRULFDO��DV�WKHUH�KDG�EHHQ�QR�VHULRXV�HIIRUW�RQ�WKH�SDUW�RI�WKH�VWDWH

JRYHUQPHQW�WR�HVWDEOLVK�SODQQLQJ�PDFKLQHU\�DW�HLWKHU�PDQGDO�RU�EORFN�OHYHO���6LYDQQD�������



��

5HVSRQVLYHQHVV

7KH�&URRN�DQG�0DQRU�VXUYH\�IRXQG�WKDW�LQ�WKHLU�FDVH�VWXG\�'LVWULFWV�WKH�GHYHORSPHQW�SURMHFW�RXWSXWV�RI

WKH�FRXQFLOV�ZHUH�TXLWH�FRQJUXHQW�ZLWK�WKH�SHUFHLYHG�QHHGV�H[SUHVVHG�E\�WKHLU�UHVSRQGHQWV��DQG�WKDW�WKH

PDMRULW\�ZHUH�YHU\�RU�IDLUO\�¶VDWLVILHG·�ZLWK�ERWK�WKH�SURMHFWV�DQG�WKH�JHQHUDO�UHFRUG�RI�WKH�FRXQFLOV��7KH

ORFDO�0DQGDO�FRXQFLOV��KRZHYHU��ZHUH�PXFK�OHVV�KLJKO\�UDWHG�WKDQ�WKH�'LVWULFWV�13�%XW�UHVSRQVLYHQHVV�WR

WKH�VSHFLILF�QHHGV�RI�WKH�SRRU�DQG�WKH�YXOQHUDEOH�ZDV�IRXQG�WR�EH�TXLWH�ORZ��DQG�WKLV�FDQ�EH�UHODWHG�WR�WKH

IDLOXUH� RI� WKHVH� JURXSV� WR� DFKLHYH� HIIHFWLYH� SDUWLFLSDWLRQ�� WKDW� LV�� WR� HVWDEOLVK� DFFRXQWDELOLW\�� 7KH

LPSOHPHQWDWLRQ� RI� VSHFLILF� SRYHUW\� SURJUDPPHV� DQG� WKH� UHTXLUHPHQW� WR� VSHQG� ��� SHU� FHQW� RI

GHYHORSPHQW�IXQGV�RQ�WKH�6FKHGXOHG�&DVWHV�ZHUH�ZLGHO\�GLVWRUWHG�RU�IORXWHG�E\�WKH�FRXQFLO�OHDGHUV�DQG

WKH�EXUHDXFUDWV�� ,QGHHG�DW� WKH�0DQGDO� OHYHO�� WKH�FRXQFLOV� ¶V\VWHPDWLFDOO\�SUHYHQWHG�IXQGV�IURP�UHDFKLQJ

WKH�6&7V·��&URRN�DQG�0DQRU������������6&7V�RQO\�UHFHLYHG����SHU�FHQW�WR����SHU�FHQW�RI�EHQHILWV�IURP

WKH�QDWLRQDO�,5'3�FUHGLW�SURJUDPPH��6LYDQQD�������������LQ�PDUNHG�FRQWUDVW�WR�:HVW�%HQJDO��ZKHUH�WKH

6&7V� UHFHLYHG����SHU� FHQW�RI� WKH� WRWDO�ZRUN� LQ� WKH� QDWLRQDO�15(3�ZRUNV� SURJUDPPH� �:HEVWHU� �����

������7KH�FUXFLDO�GLIIHUHQFH� OD\� LQ� WKH�IDFW� WKDW�VHOHFWLRQ�IRU�,5'3�EHQHILWV� LQ�.DUQDWDND�ZDV�EDVHG�RQ

LQIRUPDWLRQ� SURYLGHG� E\� SDQFKD\DW� FKDLUPHQ� DQG� RWKHU� LQIOXHQWLDO� OHDGHUV�� DQG� WKLV�PHDQW�PDQ\� TXLWH

ZHOO�RII�IDPLOLHV�ZHUH�LQFOXGHG��6LYDQQD������������.XULDQ�������

1HYHUWKHOHVV��LQ�VSLWH�RI�WKH�LPSHUIHFWLRQV�RI�WKH�.DUQDWDND�V\VWHP�LW�LV�VWLOO�DUJXHG�WKDW�WKH�JHQHUDO

OHYHO� DQG� VFRSH� RI� SDUWLFLSDWLRQ� ZKLFK� KDV� GHYHORSHG� VLQFH� ����� LV� DQ� LPSURYHPHQW� RQ� WKH� SUHYLRXV

V\VWHP� �&URRN� DQG� 0DQRU� ������ $]L]�� 1HOVRQ� DQG� %DEX� ������ ������ (OHFWRUDO� SDUWLFLSDWLRQ� FHUWDLQO\

LPSURYHG� DQG� FRQWLQXHG� WR� UHPDLQ� KHDOWK\�� VKRZLQJ� D� KLJK� GHJUHH� RI� JHQHUDO� LQWHUHVW� DQG

FRPSHWLWLYHQHVV�14

&RORPELD�±�LPSURYHG�SDUWLFLSDWLRQ�DQG�UHSUHVHQWDWLRQ�OHDGLQJ�WR�SRVLWLYH�RXWFRPHV

7KH� GHFHQWUDOLVDWLRQ� UHIRUPV� LQ� &RORPELD� IURP� ����� RQZDUGV� ZHUH� SDUW� RI� D� JHQHUDO� UHIRUP� LQ� WKH

VWUXFWXUH�RI� VWDWH�RUJDQLVDWLRQ��7KH� UHIRUPV� DWWHPSWHG� D�GHPRFUDWLF�RSHQLQJ� LQ� ORFDO� JRYHUQPHQW�� DQG

UHDOORFDWHG�VHFWRUDO�IXQFWLRQV�WR�PXQLFLSDOLWLHV��DZD\�IURP�TXDVL�DXWRQRPRXV�DJHQFLHV��0D\RUV�ZHUH�WR�EH

HOHFWHG��SOHELVFLWHV�RQ�SDUWLFXODU�LVVXHV�DOORZHG��DQG�FRQVXPHU�DQG�ORFDO�YRLFHV�ZHUH�WR�EH�UHSUHVHQWHG�RQ

ORFDO�GHYHORSPHQW�DJHQFLHV��&ROOLQV����������²����7KH�UHIRUPV�FDQ�EH�LQWHUSUHWHG�HLWKHU�DV�D�VLJQLILFDQW

GHPRFUDWLF�RSHQLQJ��RU�DV�DQ�DWWHPSW�WR�GHYROYH�FRQIOLFW�WR�WKH�ORFDO�OHYHO��PDNLQJ�LW�PRUH�PDQDJHDEOH�IRU

WKH� QDWLRQDO� JRYHUQPHQW�� DOWKRXJK� RQH� VWXG\� FRQFOXGHG� WKDW� WKH\� ZHUH� HVVHQWLDOO\� SURJUHVVLYH� DQG

GHPRFUDWLF��&ROOLQV��������+RZHYHU��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�D�PDMRU�PRWLYDWLRQ�EHKLQG�WKH�UHIRUPV

ZDV� DQ� DWWHPSW� E\� WKH� WZR� WUDGLWLRQDO� SDUWLHV� LQ� &RORPELD� �/LEHUDO� DQG� &RQVHUYDWLYH�� ²� DQ� HIIHFWLYH

�����������������������������������������������������
�� 2QO\����SHU�FHQW�ZHUH�¶YHU\�VDWLVILHG·�ZLWK�WKHLU�0DQGDO��DV�RSSRVHG�WR����SHU�FHQW�IRU�WKH�'LVWULFWV��&URRN�DQG

0DQRU�����������
�� 7XUQRXW� LQ� WKH������'LVWULFW� DQG�0DQGDO� HOHFWLRQV�ZDV����SHU� FHQW� DQG����SHU� FHQW� UHVSHFWLYHO\�� DQG� LQ� WKH

����²�� HOHFWLRQV�� ��²���SHU� FHQW�� FRPSDULQJ� IDYRXUDEO\�ZLWK� WKH�SUHYLRXV� DYHUDJH�RI� �����SHU� FHQW� LQ� VWDWH
HOHFWLRQV�RYHU�WKH�SHULRG�����²����&URRN�DQG�0DQRU�����������6XEKD�����������



��

ROLJDUFK\�DW�WKH�PXQLFLSDO�OHYHO�IRU�D�FHQWXU\���WR�UHVWRUH�OHJLWLPDF\�DQG�UHEXLOG�ORFDO�SRZHU�EDVHV�LQ�WKH

IDFH�RI�JURZLQJ�RSSRVLWLRQ�IURP�VXE�PXQLFLSDO�MXQWDV��9HODVTXH]�������

7KH�&RORPELDQ�FDVH�LV�GLIILFXOW�WR�HYDOXDWH�EHFDXVH�RI�WKH�SDXFLW\�RI�HYLGHQFH�DQG�WKH�QDWXUH�RI�WKH

GDWD�DYDLODEOH��7KHUH�DUH�IHZ�GHWDLOHG�VWXGLHV��DQG�PRVW�RI� WKH�PDWHULDO�EHORZ�RULJLQDWHV� IURP�WKH�VDPH

UHVHDUFK�SURMHFW��7KH�IDFW�WKDW�WKH�FDVHV�FLWHG�ZHUH�WR�DQ�H[WHQW�KDQG�SLFNHG�DV�¶LQWHUHVWLQJ·�H[DPSOHV�PD\

XQGHUPLQH� WKHLU� UHSUHVHQWDWLYH� YDOXH�� ,W� LV� DOVR� WKH� FDVH� WKDW� WKH� ILQGLQJV� RI� )LV]EHLQ� DSSHDU� FRXQWHU�

LQWXLWLYH�� HVSHFLDOO\� JLYHQ� WKH� LPSUHVVLRQ� IRXQG� HOVHZKHUH� LQ� WKH� OLWHUDWXUH� RQ� &RORPELDQ� ORFDO

JRYHUQPHQW��+RZHYHU��RWKHU�VWXGLHV�DUH��LI�DQ\WKLQJ��OHVV�UHSUHVHQWDWLYH�²�9HODVTXH]·V�VWXG\�LV�EDVHG�RQ

MXVW�WZR�FLWLHV�

5HSUHVHQWDWLRQ�RI�WKH�SRRU

7KHUH� LV� VRPH�HYLGHQFH� WR� VXJJHVW� WKDW�GHPRFUDWLF�GHFHQWUDOLVDWLRQ�KDV� LQFUHDVHG� WKH� UHSUHVHQWDWLRQ�RI

QRQ�HOLWHV� LQ�&RORPELD�� ,W� LV� DUJXHG� WKDW� WKH� LQWHJUDWLRQ� RI� VWDWH� DQG� VRFLHW\�� ZKHQ� RUJDQLVHG� LQWHUHVWV

VHL]H�RSSRUWXQLWLHV�SURYLGHG�E\�GHFHQWUDOLVDWLRQ��DV�RFFXUUHG� LQ�&RORPELD��FDQ�RIWHQ�RXWZHLJK�VRPH�RI

WKH� SUREOHPV� DVVRFLDWHG�ZLWK� GHFHQWUDOLVDWLRQ�� VXFK� DV� HOLWH� FDSWXUH� RI� ORFDO� JRYHUQPHQW� �:RUOG� %DQN

�������&HUWDLQO\�� LI� WKH�/LEHUDO� DQG�&RQVHUYDWLYH� SDUWLHV� DUH� WDNHQ� DV� D� SUR[\� IRU� ORFDO� HOLWHV�� WKH� ¶QHDU

DEVROXWH�FRQWURO�RI�PXQLFLSDO�DSSDUDWXV·� WKDW�KDG�SHUVLVWHG�VLQFH�WKH� ODWH�QLQHWHHQWK�FHQWXU\��9HODVTXH]

������KDV�GLPLQLVKHG��,Q�������WKH�WZR�SDUWLHV�KDG����SHU�FHQW�RI�WKH�SRSXODU�YRWH��LQFUHDVLQJ�WR����SHU

FHQW�LQ�������DQG�FRQWUROOHG�DOPRVW����SHU�FHQW�RI�PXQLFLSDOLWLHV��EXW�WKLV�GHFUHDVHG�WR����SHU�FHQW�RI�WKH

SRSXODU�YRWH�E\�������DQG�QRQ�WUDGLWLRQDO�SDUWLHV�FRQWUROOHG�DERXW�����RI�&RORPELD·V�������PXQLFLSDOLWLHV

�:RUOG�%DQN�����������

3DUWLFLSDWLRQ�E\�WKH�SRRU

7KH� )LV]EHLQ� VWXG\� SURYLGHV� H[DPSOHV� RI� GLUHFW� SDUWLFLSDWLRQ�� ZKHUH� LQGLYLGXDO� PXQLFLSDOLWLHV� KDYH

DGRSWHG� D� SDUWLFLSDWRU\� DSSURDFK� WR� ORFDO� JRYHUQDQFH�� 2QH� RI� WKHVH� LV� LQ� 9DOOHGXSDU�� ZKHUH� ORFDO

JRYHUQPHQW� VWDII�ZHDU� EDGJHV�ZKLFK� SURFODLP� ¶ZH� JRYHUQ�ZLWK� \RXU� SDUWLFLSDWLRQ·�� DQG� WKH�PD\RU� KDV

HVWDEOLVKHG� YDULRXV� PHDQV� RI� GLVVHPLQDWLRQ� WKURXJK� ORFDO� PHGLD�� ,Q� RWKHU� PXQLFLSDOLWLHV�� FRPPXQLW\

SDUWLFLSDWLRQ�RFFXUV�LQ�MXVW�RQH�VHFWRU��RU�LQGHSHQGHQWO\�RI�WKH�PXQLFLSDO�DGPLQLVWUDWLRQ��+RZHYHU�� LW� LV

FRQFOXGHG� WKDW� WKH� ORFDO� DXWKRULWLHV� WKDW� KDYH� IROORZHG� D� PRUH� RSHQ� DQG� LQFOXVLYH� DSSURDFK� KDYH

HQKDQFHG� WKHLU� FDSDFLWLHV� DQG� DUH� WKXV� EHWWHU� SRVLWLRQHG� IRU� EHWWHU� RXWFRPHV� �)LV]EHLQ� ������ ������

+RZHYHU��VRPH�LPSRUWDQW�TXDOLILFDWLRQV�QHHG� WR�EH�PDGH�ZLWK�UHVSHFW� WR� WKH�&RORPELDQ�FDVH�VWXG\�� ,W

VKRXOG�EH�QRWHG�WKDW�VRPH�SDUWLFLSDWRU\�SUDFWLFHV� LQ�&RORPELD�SUH�GDWH�GHFHQWUDOLVDWLRQ��HVSHFLDOO\�ZLWK

UHJDUG�WR�FRPPXQLW\�VHOI�KHOS��)LV]EHLQ��������������)XUWKHUPRUH��RWKHU�VWXGLHV��ZKLOH� ODFNLQJ�GHWDLOHG

HPSLULFDO� HYLGHQFH�� UHPDLQ� VFHSWLFDO� DERXW� LQFUHDVHG� FRPPXQLW\�SDUWLFLSDWLRQ� LQ� ORFDO� JRYHUQPHQW�� DQG

WHQG� WR� HPSKDVLVH� WKH� FRQWLQXLQJ� VWUHQJWK� RI� WUDGLWLRQDO�� HOLWH�UXQ� SDWURQDJH� SROLWLFV� LQ� WKH� QHZ

PXQLFLSDOLWLHV��)RUHUR�DQG�6DOD]DU��������9HODVTXH]�������



��

5HVSRQVLYHQHVV�DQG�DFFRXQWDELOLW\

$�NH\�HOHPHQW�RI�WKH�&RORPELDQ�UHIRUP�SURJUDPPH�LV�WKH�PRYH�WRZDUGV�D�¶GHPDQG�GULYHQ·�DSSURDFK�WR

SXEOLF� VHUYLFHV�� LQYROYLQJ�H[WHQVLYH�SDUWLFLSDWLRQ��2SLQLRQ�VXUYH\V�RI� IRXU�PXQLFLSDOLWLHV� VKRZ� WKDW� WKH

UHVXOWLQJ�VHFWRUDO�DOORFDWLRQV�RI�UHVRXUFHV�DUH�FRQVLVWHQW�ZLWK�FRPPXQLW\�SUHIHUHQFHV��:RUOG�%DQN������

������ 0RVW� LQGLYLGXDOV� VDZ� ORFDO� JRYHUQPHQW� DV� FHQWUDO� WR� VHUYLFH� SURYLVLRQ�� DQG� WKH� RYHUZKHOPLQJ

PDMRULW\�WUXVWHG�ORFDO�JRYHUQPHQW�PRUH�WKDQ�WKH�QDWLRQDO�JRYHUQPHQW�²�WKH�ILJXUHV�UDQJHG�IURP����SHU

FHQW�LQ�WZR�PXQLFLSDOLWLHV�WR����SHU�FHQW�DQG����SHU�FHQW�UHVSHFWLYHO\�LQ�WKH�RWKHU�WZR��7KH�PDMRULW\�RI

UHVSRQGHQWV� VWDWHG� WKH\� ZRXOG� SUHIHU� WKH� PXQLFLSDOLW\� WR� EH� LQ� FKDUJH� RI� VHUYLFH� SURYLVLRQ�� ZLWK� WKH

QRWDEOH�H[FHSWLRQ�RI�WKH�HGXFDWLRQ�VHFWRU��)LV]EHLQ�������������

7KH�:RUOG�%DQN� VWXG\�RI� VL[WHHQ�&RORPELDQ�PXQLFLSDOLWLHV� VKRZHG� WKDW� FRPSHWLWLRQ� IRU�SROLWLFDO

RIILFH�DFWHG�DV�D�FDWDO\VW�IRU�UHVSRQVLEOH�DQG�LQQRYDWLYH�OHDGHUVKLS��ZKLFK�LQ�WXUQ�EHFDPH�WKH�GULYLQJ�IRUFH

EHKLQG�FDSDFLW\�EXLOGLQJ��)RU�WKHLU�SDUW��DFWLYH�ORFDO�FRPPXQLWLHV�KDYH�EHHQ�DEOH�WR�LQFUHDVH�GHPDQGV�IRU

HIIHFWLYH�ORFDO�JRYHUQPHQW��DGGLQJ�WR�ORFDO�DFFRXQWDELOLW\��+RZHYHU��WKH�H[WHQW�WR�ZKLFK�SDUWLFLSDWLRQ�KDV

HQKDQFHG� DFFRXQWDELOLW\� UHPDLQV� GHSHQGHQW� RQ� WKH� IXQFWLRQLQJ� RI� LQGLYLGXDO� DGPLQLVWUDWLRQV� ZLWK� WKH

¶OHDGHUVKLSIDFWRU·� EHLQJ� KHDYLO\� HPSKDVL]HG� E\� WKH� :RUOG� %DQN� UHVHDUFK� WHDP�� 'HPRFUDWLF

GHFHQWUDOLVDWLRQ� LQ� &RORPELD� KDV� DOVR� PHDQW� DQ� LQFUHDVH� LQ� ¶YRLFH·�� ZLWK� SURWHVWV� OHDGLQJ� WR� ORFDO

JRYHUQPHQW� DFWLRQ�� 7KHUH� DUH� PDQ\� FDVHV� ZKHUH� ORFDO� JRYHUQPHQWV� KDYH� HVWDEOLVKHG� FKDQQHOV� IRU

V\VWHPDWLF�H[SUHVVLRQ�RI�QHHGV�DQG�SUREOHPV�E\� WKH�FRPPXQLW\�� ,Q�RQH�PXQLFLSDOLW\�� WKH�SROLFLHV�ZHUH

FKDQJHG� RQFH� D� VXUYH\� KDG� UHYHDOHG� D� JDS� EHWZHHQ� WKH� ORFDO� JRYHUQPHQW� SURJUDPPH� DQG� ORFDO� QHHGV

�)LV]EHLQ�����������²���

3KLOLSSLQHV�±�LQVWLWXWLRQDOLVHG�SDUWLFLSDWLRQ�WKURXJK�1*2V

7KH� 3KLOLSSLQH� GHFHQWUDOLVDWLRQ� SURJUDPPH� SUHVHQWV� DQ� LQWHUHVWLQJ� FDVH� EHFDXVH� LQGLUHFW� SRSXODU

SDUWLFLSDWLRQ�WKURXJK�QRQ�JRYHUQPHQWDO�RUJDQLVDWLRQV��1*2V��RU�SHRSOHV�RUJDQLVDWLRQ��32V�15�EHFDPH�D

VWDWXWRU\� SDUW� RI� ORFDO� JRYHUQDQFH�� 7KLV� KDV� D� SDUWLFXODU� VLJQLILFDQFH� LQ� WKH� 3KLOLSSLQH� FDVH�� DV� WKH

RYHUWKURZ�RI�WKH�0DUFRV�GLFWDWRUVKLS�LQ������RZHG�PXFK�WR�WKH�UROH�RI�¶SHRSOH�SRZHU·��WKURXJK�32V��LQ

SDUWLFXODU��'HFHQWUDOLVDWLRQ�ZDV�RSSRVHG�E\�PDQ\�32V�DQG�1*2V�EHFDXVH� LW�ZDV� VHHQ� WR�KDQG�SRZHU

EDFN� WR� WUDGLWLRQDO� ORFDO� HOLWHV�� ZKR� FRXOG� UDQJH� IURP� ORFDO� SRWHQWDWHV� WR� ZDUORUGV�� 7KH� ����� /RFDO

*RYHUQPHQW�&RGH��/*&��GHYROYHG�UHVSRQVLELOLW\�IRU�EDVLF�VHUYLFH�GHOLYHU\�DQG�UHJXODWRU\�DQG�OLFHQFLQJ

SRZHUV�� LQFUHDVHG� LQWHUQDO� UHYHQXH� DOORWPHQWV�� H[SDQGHG� ORFDO� JRYHUQPHQW� WD[DWLRQ� SRZHUV� DQG

DGPLQLVWUDWLYH� VWUXFWXUHV�� DQG� SURPRWHG� SDUWQHUVKLS� EHWZHHQ� JRYHUQPHQWDO�� QRQ�JRYHUQPHQWDO� DQG

SULYDWH� VHFWRUV�� 7KH� LGHD� RI� ¶FRQYHUJHQFH·� EHWZHHQ� SXEOLF�� SULYDWH� DQG�1*2� VHFWRUV� ZDV� D� IHDWXUH� RI

VRPH�HDUOLHU�VHFWRUDO�SURJUDPPHV��7DSDOHV��3DGLOOD��-RDTXLQ�DQG�6DQWLDJR������������DQG�WKXV�DSSHDUV�WR

KDYH�EHHQ�D�NH\�LQWHUHVW�RI�WKH�$TXLQR�DGPLQLVWUDWLRQ�

�����������������������������������������������������
�� (OVHZKHUH��WKHVH�RUJDQLVDWLRQV�ZRXOG�EH�FODVVLILHG�DV�&RPPXQLW\�%DVHG�2UJDQLVDWLRQV��&%2V��



��

/LQNLQJ�GLUHFW�DQG�UHSUHVHQWDWLYH�SDUWLFLSDWLRQ

6HYHUDO�GDQJHUV�ZHUH� LPPHGLDWHO\� LGHQWLILHG� LQ� WKH�DFWLYH�SDUWLFLSDWRU\� UROH� HQYLVDJHG� IRU�1*2V� LQ� WKH

/RFDO�*RYHUQPHQW�&RGH��)LUVW��D�GDQJHU�RI�DEXVH��PDLQO\�IURP�VR�FDOOHG� ¶FRPH�1·*RV·�²�RUJDQLVDWLRQV

VHW�XS�VSHFLILFDOO\�DV�D�PHDQV�RI�JDLQLQJ�LQIOXHQFH�E\�WKH�EDFN�GRRU��7KHUH�LV�DOVR�PXWXDO�GLVWUXVW�DQG�ODFN

RI�NQRZOHGJH�EHWZHHQ�1*2V�DQG�ORFDO�JRYHUQPHQW�DGPLQLVWUDWLRQ��GDWLQJ�IURP�WKH�DQWL�0DUFRV�VWUXJJOH

�%ULOOLDQWHV� ������ ���²���� ([SHULHQFH� VKRZV� WKDW� WKH� JRYHUQPHQW� DQG� QRQ�JRYHUQPHQW� VHFWRUV� KDYH

GLIIHUHQW� YLVLRQV� DQG�GLIIHUHQW� VW\OHV�� DQG� LW� FDQ�EH� DUJXHG� WKDW� LQYROYHPHQW� LQ� ORFDO� JRYHUQDQFH�PLJKW

SURYH� D� GLVWUDFWLRQ�� ,Q� IDFW��1*2V� DQG� 32V�PD\� ILQG� WKHPVHOYHV� LQ� D� ¶QR�ZLQ·� VLWXDWLRQ�� IRU� ODFN� RI

LQYROYHPHQW�PD\� RSHQ� WKH� ZD\� IRU� ¶SVHXGR�1*2V·�� HYHQ� WKRXJK� LQYROYHPHQW� LQ� ORFDO� JRYHUQDQFH� LV

QHLWKHU�WKH�DLP��QRU�WKH�DUHD�RI�H[SHUWLVH�IRU�1*2V��,W�LV�DOVR�LPSRUWDQW�QRW�WR�XQGHUHVWLPDWH�WKH�UROH�RI

ORFDO�SROLWLFDO�G\QDPLFV�ZKHUH�SDWURQDJH��HOLWHV��DQG�HYHQ�ZDUORUGV�KDYH�WUDGLWLRQDOO\�GRPLQDWHG��&DULxR

��������²����

'HVSLWH� WKH�JORRP\�SUHGLFWLRQV�� LW� DSSHDUV� WKDW� WKH� OHYHO� DQG�TXDOLW\�RI�SDUWLFLSDWLRQ�FDQ�EH�JRRG�

DOEHLW�YDULDEOH�RYHUDOO��6HYHUDO�VWXGLHV�VWDWH�WKDW�WKHUH�LV�FRQWLQXHG�PLVWUXVW�EHWZHHQ�ORFDO�JRYHUQPHQW�DQG

1*2V� RU� 32V�� OHDGLQJ� WR� KHVLWDQF\� WR� SDUWLFLSDWH� �%ULOOLDQWHV� ������ ���� �5RRG� ������ ����� 2QH� VWXG\�

EDVHG�RQ����FDVH�VWXGLHV��FRQFOXGHG�WKDW�WKH�W\SLFDO�OHYHO�RI�SDUWLFLSDWLRQ�ZDV�¶PHGLXP·��6HPHRQ�%XORVDQ�

QG���2QH�VWXG\�VWDWHV�WKDW�1*2V�KDYH�EHHQ�DFFUHGLWHG�DQG�WKHUH�LV�OLWWOH�DSSHDUDQFH�RI�LQWHUIHUHQFH�LQ�WKH

VHOHFWLRQ�RI�1*2�UHSUHVHQWDWLYHV�RQ�ORFDO�FRPPLWWHHV��6RPH�1*2V�SDUWLFLSDWH� LQ� ORFDO� VSHFLDO�ERGLHV�

HQJDJLQJ�LQ�MRLQW�SURMHFWV��DQG�VHUYLFH�GHOLYHU\�ZLWK�ORFDO�JRYHUQPHQWV��+RZHYHU��WKH�DFWXDO�UHFHSWLYHQHVV

RI�ORFDO�JRYHUQPHQW�RIILFLDOV�WR�1*2V�DQG�32V�ZDV�YDULDEOH��,Q�RQH�FDVH�WKH�PD\RU�ZDV�KRVWLOH��ZKLOH

WKH�KHDOWK�GHSDUWPHQW�ZDV� V\PSDWKHWLF�� LQ� DQRWKHU�� GHVSLWH�SHUVRQDO� OLQNV� WR� DQ�1*2�� WKH�PD\RU�ZDV

GLVPLVVLYH� RI� WKHLU� UROH� LQ� ORFDO� JRYHUQDQFH�� DQG� LQ� D� WKLUG� FDVH� RIILFLDOV� KDG� OLWWOH� WLPH� IRU� 1*2

SDUWLFLSDWLRQ��=LDODWD�HW�DO����������²���

7KHUH� DUH� VRPH� JRRG� H[DPSOHV� RI� 1*2� SDUWLFLSDWLRQ� LQ� ORFDO� JRYHUQDQFH�� DQG� RQH� RYHUDOO

DVVHVVPHQW� DUJXHV� WKDW� WKH� /RFDO�*RYHUQPHQW� &RGH� KDV� FRQWULEXWHG� WR� WKH� UHVWRUDWLRQ� RI� GHPRFUDWLF

JRYHUQDQFH�LQ�WKH�3KLOLSSLQHV��*RRG�SUDFWLFH�DQG�LQQRYDWLRQ�DUH�UHZDUGHG��ZLWK�IRXU�RXW�RI�WZHOYH�*DOLQJ

3RRN�DZDUG�ZLQQHUV16�EHLQJ�FRPPHQGHG�EHFDXVH�RI�SDUWQHUVKLSV�ZLWK�1*2V��1HYHUWKHOHVV��JDLQV�DSSHDU

IUDJLOH��EHFDXVH�WKH�GHYROXWLRQ�RI�SRZHU�PD\�\HW�OHDG�WR�WKH�UHVWRUDWLRQ�RI�HOLWH�GRPLQDWHG�SROLWLFV�DW�WKH

ORFDO�OHYHO��%ULOOLDQWHV���������²����

)XUWKHUPRUH��WKH�LVVXH�RI�ZKHWKHU�1*2V�RU�32V�UHSUHVHQW�WKH�SRRU��RU�RIIHU�EHWWHU�RSSRUWXQLWLHV

IRU�GLUHFW�SDUWLFLSDWLRQ�E\�WKH�SRRU�RU�GLVDGYDQWDJHG��UHPDLQV�XQH[DPLQHG�LQ�WKH�3KLOLSSLQH�FDVH��'XULQJ

WKH�RYHUWKURZ�RI�0DUFRV��1*2V�ZHUH�FUHGLWHG�ZLWK�UDLVLQJ�WKH�GHPRFUDWLF�DZDUHQHVV�RI�WKH�SRRU��&ODUN

��������²����DQG�VLQFH������LW�LV�DUJXHG�WKDW�D�GXUDEOH�WUDGLWLRQ�RI�FROOHFWLYH�SUDFWLFH�KDV�HPHUJHG��ZKHUH

1*2V�DQG�32V�KDYH�IRUPHG�DQ�LQWHUPHGLDWH�OLQN�EHWZHHQ�VWDWH�DQG�VRFLHW\��&ODUNH��������+RZHYHU��WKH

�����������������������������������������������������
�� 7KH�*DQWLPSDODQJ�3DQJOLQJNRG�3RRN��RU�*DOLQJ�3RRN�IRU�VKRUW��LV�D�SUL]H�DZDUGHG�IRU�EHVW�SUDFWLFH��LQQRYDWLRQV

DQG� H[FHOOHQFH� DW� WKH� ORFDO� OHYHO��:LQQHUV� DUH� VHOHFWHG� RQ� WKH� IROORZLQJ� FULWHULD�� WKH� HIIHFWLYHQHVV� RI� VHUYLFH
GHOLYHU\�� SRVLWLYH� VRFLR�HFRQRPLF� RU� HQYLURQPHQWDO� LPSDFW�� SURPRWLRQ� RI� HPSRZHUPHQW�� DQG� WUDQVIHUDELOLW\
�%ULOOLDQWHV���������²���



��

FRQFHSW� RI� GHPRFUDWLVDWLRQ� HPSOR\HG� E\� 3KLOLSSLQH� 1*2V� WHQGV� WR� EH� D� VPRRWK�� OLQHDU�� WLPH�EDVHG

SURJUHVVLRQ��VXJJHVWLQJ�D�QDwYH�XQGHUVWDQGLQJ�RI�SROLWLFDO�SURFHVVHV��%LJJV�DQG�1HDPH�����������

7KH� XVH� RI� QRQ�JRYHUQPHQWDO� RU� FRPPXQLW\� EDVHG� RUJDQLVDWLRQV� DV� D� PHDQV� RI� HQVXULQJ

SDUWLFLSDWLRQ� LQ� ORFDO� JRYHUQDQFH� LV� JDLQLQJ� SRSXODULW\�� EDVHG� RQ� VRPH� VXFFHVVIXO� H[DPSOHV� LQ� /DWLQ

$PHULFD�DQG�WKH�&DULEEHDQ��VHH��IRU�H[DPSOH��)LV]EHLQ�DQG�/RZGHQ�������)R[��������+RZHYHU��WKHUH�LV

OLWWOH�HPSLULFDO�HYLGHQFH�RI�SRVLWLYH�RXWFRPHV��DV�VXFFHVVIXO�LQGLYLGXDO�FDVHV�QHHG�WR�EH�EDODQFHG�ZLWK�OHVV

VXFFHVVIXO� RQHV� IURP� WKH� VDPH� FRXQWU\�� 7KH� 3KLOLSSLQH� FDVH� GHPRQVWUDWHV� WKH� HVVHQWLDO� YDULDELOLW\� DQG

IUDJLOLW\�RI�VXFK�HIIRUWV�

��� 3DUWLFLSDWLRQ�DQG�UHVSRQVLYHQHVV�±�QHJDWLYH�RXWFRPHV

&RWH�G¶,YRLUH

'HFHQWUDOLVDWLRQ�LQ�&RWH�G·,YRLUH�KDV�WDNHQ�D�YHU\�SDUWLFXODU�IRUP��WKDW�RI�WKH�FRPPXQH�EDVHG�XSRQ�D�VLQJOH

WRZQ�RU�VHWWOHPHQW� �UDQJLQJ� IURP� ODUJH�YLOODJHV� WR� WKH�FDSLWDO� FLW\��ZLWK� LWV� MXULVGLFWLRQ� UHVWULFWHG� WR� WKH

¶XUEDQ·�DUHD�DQG�WKH�LPPHGLDWHO\�VXUURXQGLQJ�FRXQWU\VLGH��7KH\�DUH�GHYROYHG�DXWKRULWLHV�ZLWK�QR�FRQWURO

RYHU� DQ\� RI� WKH� GHFRQFHQWUDWHG� FHQWUDO� OLQH� 0LQLVWULHV�� DQG� DUH� PRQLWRUHG� DQG� FRQWUROOHG� E\� WKH

SUHIHFWRUDO� WHUULWRULDO� DGPLQLVWUDWLRQ�� $OWKRXJK� D� IHZ� FRPPXQHV� H[LVWHG� IURP� WKH� FRORQLDO� SHULRG�� WKH

SURFHVV�RI� FRPPXQDOLVDWLRQ�RI� LQFUHDVLQJ�QXPEHUV�RI� WRZQV�RQ�D�VWHS�E\�VWHS�EDVLV� UHDOO\�EHJDQ� LQ������

7KH�UHIRUP�ZDV�YHU\�PXFK�DVVRFLDWHG�ZLWK�DQ�DWWHPSW�E\�3UHVLGHQW�+RXSKRXsW�%RLJQ\�WR�UHYLYH�WKH�WKHQ

VLQJOH� UXOLQJ� SDUW\�� 3DUWL� 'pPRFUDWLTXH� GH� OD� &RWH� G·,YRLUH� �3'&,�� WKURXJK� D� SURFHVV� RI� LQWHUQDO

GHPRFUDWLVDWLRQ�� ,W� ZDV� KRSHG� WKDW� WKH� HOHFWLRQ� RI� ORFDO� FRXQFLOORUV� DQG� PD\RUV� ZRXOG� EULQJ� QHZ

JHQHUDWLRQV�RI�FDGUHV�LQWR�SROLWLFV��DQG�DGGUHVV�WKH�SHUFHLYHG�SUREOHP�RI�SXEOLF�DSDWK\��7KHUH�ZDV�DOVR�DQ

H[SHFWDWLRQ� WKDW� ORFDO� GHYHORSPHQW� ZRXOG� EH� HQKDQFHG� E\� HQFRXUDJLQJ� WKH� HOLWHV� RI� WKHVH� WRZQV� WR

DVVRFLDWH� WKHPVHOYHV�ZLWK� WKH�QHZ�ERGLHV�� SDUWLFLSDWH� LQ� WKH� HOHFWLRQV�� EULQJ� LQ� SDWURQDJH� DQG�RUJDQLVH

FRPPXQLW\�SURMHFWV��7KH�PDLQ�ERRVW�WR�WKH�UHIRUP�FDPH�LQ�������ZKHQ����VPDOO�¶WRZQV�RI�WKH�LQWHULRU·

ZHUH�PDGH�LQWR�FRPPXQHV��EULQJLQJ�WKH�WRWDO�XS�WR������E\�������WKH�WRWDO�KDG�UHDFKHG�����²�PRVWO\�ZLWK

SRSXODWLRQV�RI�OHVV�WKDQ���������7KH\�GR�QRW�WKHUHIRUH�SUHVHQW�DQ\�SROLWLFDO�FKDOOHQJH�WR�D�UHJLPH�ZKRVH

SRZHU� LV� EDVHG� XSRQ� WKH� FRQVWUXFWLRQ� RI� ¶ZLQQLQJ·� HWKQLF� FRDOLWLRQV�� KHOG� WRJHWKHU� E\� 3UHVLGHQWLDOO\�

FRQWUROOHG� SDWURQDJH� DQG� D� FRQVHQVXDO� IRUP� RI� SROLWLFV� ZKLFK� SUHIHUV� ZKHUH� SRVVLEOH� WR� FRRSW�

�2SSRVLWLRQ�LV�FRQILQHG�WR�D�IHZ�¶H[FOXGHG·�VXE�UHJLRQDO�DUHDV��DQG�VRPH�GLVJUXQWOHG�0XVOLP�HOLWHV�LQ�WKH

QRUWK���6XFK�D�IUDJPHQWHG�DQG�SDUWLDO�IRUP�RI�GHFHQWUDOLVDWLRQ�NHHSV�FHQWUDO�SRZHU�VWURQJ�DQG�KHOSV�WR

SUHYHQW�WKH�FRQVROLGDWLRQ�RI�DQ\�SRVVLEOH�HWKQLF�RU�UHJLRQDO�SRZHU�EDVHV�

$�IXUWKHU�VWHS�LQ�WKH�GHPRFUDWLVDWLRQ�SURFHVV�RFFXUUHG�LQ�������ZKHQ�PXOWL�SDUW\�FRPSHWLWLRQ�ZDV

LQWURGXFHG��DQG�WKH�FRPPXQHV�KDYH�H[SHULHQFHG�WZR�PXOWL�SDUW\�HOHFWLRQV��LQ������DQG�������DOWKRXJK�WKH

UXOLQJ�SDUW\�ZRQ�FRQWURO�RI����SHU�FHQW�RI�DOO�FRPPXQHV�LQ������DQG����SHU�FHQW�LQ������



��

5HSUHVHQWDWLRQ�RI�WKH�SRRU

$V� YHU\� VPDOO�� FRPPXQLW\� EDVHG� FRXQFLOV�� LW� PLJKW� EH� WKRXJKW� WKDW� WKH� ,YRULDQ� FRPPXQHV� ZRXOG� KDYH

GHYHORSHG�D�JHQXLQHO\�SRSXODU�EDVH��%XW�WKH�VWUXFWXUHV�RI�SRZHU�ERWK�ORFDO�DQG�QDWLRQDO��DQG�WKH�ORJLF�RI

,YRULDQ�SROLWLFV�SURGXFHG�D�YHU\�HOLWH�GRPLQDWHG�V\VWHP��0RVW�RI�WKH�HOHFWHG�FRXQFLOV��HOHFWHG�RQ�D�VLQJOH

FORVHG�OLVW�V\VWHP�ZLWKRXW�ZDUG�UHSUHVHQWDWLRQ��DUH�LQ�HIIHFW�WKH�OLVWV�SXW�WRJHWKHU�E\�WKH�SRZHUIXO�SROLWLFDO

HQWUHSUHQHXUV�ZKR�EHFDPH�PD\RUV��6XFK�UHSUHVHQWDWLYHQHVV�DV�WKH\�KDYH�LV�D�SURGXFW�RI�WKH�GHVLUH�RI�WKH

SROLWLFDO� HOLWH� WR� UHSUHVHQW�PDLQ� LQWHUHVWV� DQG� IDFWLRQV� LQ� WKH� WRZQ� ²� RU� WR� H[FOXGH� RWKHUV�� &URRN� DQG

0DQRU·V�FDVH�VWXG\�RI�IRXU�FRPPXQHV�VKRZHG�WKDW��DV�LQ�*KDQD��WKH�VRFLR�HFRQRPLF�SURILOH�RI�WKH�HOHFWHG

FRXQFLOORUV� ZDV� YHU\� VKDUSO\� GLYLGHG�� ZLWK� ����� SHU� FHQW� IURP� HOLWH�� KLJKO\� HGXFDWHG� SURIHVVLRQDO� DQG

PDQDJHULDO�RFFXSDWLRQV��FOHDUO\�DQ�RYHU�UHSUHVHQWDWLRQ��EXW�WKH�UHVW�LOOLWHUDWH�IDUPHUV��WUDGHUV��DUWLVDQV�HWF�

²�PDQ\�RI�ZKRP�ZHUH�LQ�IDFW�LPSRUWDQW�FRPPXQLW\�OHDGHUV������SHU�FHQW�ZHUH�ZRPHQ��3ROLWLFDOO\��WKH�OLVWV

WHQGHG�WR�UHIOHFW�D�PXOWLSOLFLW\�RI�FULWHULD��WKH�UHSUHVHQWDWLRQ�RI�JHRJUDSKLFDO�TXDUWHUV��WKH�LQFRUSRUDWLRQ�RI

LQWHUHVW� JURXSV�� FRPPXQLW\� OHDGHUV� DQG� FHUWDLQ� SROLWLFDO� RIILFH� KROGHUV�� WKH� QHHG� WR� LQYROYH� WKH� WRZQ·V

FDGUHV�DQG�SHRSOH�SHUFHLYHG�DV�¶FRPSHWHQW·��DQG�OR\DOW\�WR�WKH�0D\RU�DQG�KLV�SDUW\�RU�IDFWLRQ��&URRN�DQG

0DQRU� ������ ������ 7KH� FRXQFLOV� GLG� WKHUHIRUH� RIIHU� D� QHZ� RSSRUWXQLW\� IRU� VLJQLILFDQW� QXPEHUV� RI

XQHGXFDWHG�� \RXQJHU� DQG� RIWHQ� ORZ� VWDWXV� FLWL]HQV� WR� SDUWLFLSDWH� LQ� SXEOLF� OLIH�� %XW� UHSUHVHQWDWLRQ� RI

¶GLVDGYDQWDJHG�JURXSV·�ZDV�QRW�UHDOO\�D�FRQFHUQ�RI�WKH�V\VWHP��QRU�SDUW�RI�WKH�SROLWLFDO�GLVFRXUVH��,Q�&RWH

G·,YRLUH��WKHUH�LV�D�VWURQJ�SRSXODU�H[SHFWDWLRQ�WKDW�HIIHFWLYH�UHSUHVHQWDWLRQ�RI�D�FRPPXQLW\·V�LQWHUHVWV�LV

EHVW�DVVXUHG�E\�HOHFWLQJ�WKH�WRZQ·V�¶FDGUHV·��7KLV�LV�D�UHFRJQLWLRQ�RI�WKH�UHDOLWLHV�RI�SROLWLFV�LQ�D�VWDEOH�DQG

GHHSO\�HQWUHQFKHG�SDWURQDJH�EDVHG�GRPLQDQW�SDUW\�V\VWHP�

$�IXUWKHU�IDFWRU�WR�QRWH�DERXW�WKH�VLJQLILFDQFH�RI�WKH�HOHFWHG�FRXQFLOV�LV�WKDW�WKH\�KDYH�D�YHU\�OLPLWHG

UROH�FRPSDUHG�WR�WKDW�RI�WKH�PD\RU�DQG�KLV�GHSXWLHV��HOHFWHG�IURP�DPRQJVW�WKHLU�QXPEHU��$QG�WKH�VRFLDO

SURILOH� RI� DOO� WKH� PD\RUV� HOHFWHG� LQ� �������� UHIOHFWHG� YHU\� DFFXUDWHO\� WKHLU� SROLWLFDOO\� FRQQHFWHG�� HOLWH

VWDWXV�����RI�����PD\RUV�RI�FRPPXQHV�RXWVLGH�$ELGMDQ�DFWXDOO\�UHVLGHG�DQG�RU�ZRUNHG�LQ�$ELGMDQ�����SHU

FHQW�ZHUH� VLPXOWDQHRXVO\� GpSXWpV� LQ� WKH�1DWLRQDO� $VVHPEO\� DQG� �� SHU� FHQW� ZHUH� DFWXDOO\�PLQLVWHUV� DQG

KROGHUV�RI�KLJK�RIILFH�����SHU�FHQW�KDG�PRGHUQ�VHFWRU��SURIHVVLRQDO�DQG�PDQDJHULDO�RFFXSDWLRQV��&URRN

DQG�0DQRU������������

3DUWLFLSDWLRQ�E\�WKH�SRRU

7KH�ODFN�RI�FRQQHFWLRQ�EHWZHHQ�HOHFWHG�FRXQFLOORUV�DQG�HOHFWRUV�HYHQ�LQ�WKHVH�VPDOO�FRPPXQLWLHV�����SHU

FHQW� RI� UHVSRQGHQWV� LQ� &URRN� DQG� 0DQRU·V� VXUYH\� FRXOG� QRW� QDPH� D� FRXQFLOORU��� DQG� WKH� SHUFHLYHG

GRPLQDWLRQ�RI� FRPPXQH�DIIDLUV�E\�WKH�PD\RUV�PHDQW�WKDW�SDUWLFLSDWLRQ�UDWHV� LQ�FRQWDFWLQJ�DFWLYLWLHV�ZHUH

UHODWLYHO\�ORZ��7KH�PRVW�IUHTXHQW�SDUWLFLSDWLRQ�������SHU�FHQW�RI�DOO�UHVSRQGHQWV��ZDV�LQ�WKH�PRVW�GLUHFW

IRUP��WKDW�RI�WKH�¶QHLJKERXUKRRG�FRPPLWWHH·�²�DQ�LQVWLWXWLRQ�ORQJ�DVVRFLDWHG�ZLWK�WKH�UXOLQJ�SDUW\��7KRVH

ZKR�SDUWLFLSDWHG�LQ�WKLV�DFWLYLW\�ZHUH�PDLQO\�PDOH�����SHU�FHQW���EXW�WHQGHG�WR�EH�UHODWLYHO\�UHSUHVHQWDWLYH

RI�WKH��PDOH��SRSXODWLRQ�LQ�HGXFDWLRQDO��DJH�DQG�RFFXSDWLRQDO�WHUPV��DOWKRXJK�LQHYLWDEO\�WKHUH�ZDV�VRPH

VNHZLQJ� WRZDUGV� ROGHU� SHRSOH� DQG� WKH� EHWWHU� HGXFDWHG�� ,Q� WKH� PRUH� UHPRWH�� OHVV� GHYHORSHG� QRUWKHUQ
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FRPPXQHV��WKH�YHU\�VPDOO�QXPEHUV�RI�HGXFDWHG�SHRSOH�ZHUH�RYHU�UHSUHVHQWHG��:KHQ�LW�FDPH�WR�VSHDNLQJ�RU

FRQWULEXWLQJ� DW� PHHWLQJV�� KRZHYHU�� WKLV� DFWLYLW\� ZDV� VWURQJO\� GRPLQDWHG� E\� ROGHU� PHQ�� DV� PLJKW� EH

H[SHFWHG��%XW�WKLV�IRUP�RI�SDUWLFLSDWLRQ�KDG�OLWWOH�FRQQHFWLRQ�DQ\ZD\�ZLWK�WKH�DIIDLUV�RI�WKH�FRPPXQH��VR

WKH�RYHUDOO�SLFWXUH�LV�RQH�RI�YHU\�OLPLWHG�LQSXW�E\�FLWL]HQV�JHQHUDOO\��OHW�DORQH�WKH�SRRU�DQG�GLVDGYDQWDJHG�

,W�FRXOG�EH�DUJXHG�WKDW�WKLV�ZDV�SDUW�RI�WKH�OHJDF\�RI�TXLHVFHQFH�GHYHORSHG�RYHU����\HDUV�RI�VLQJOH�SDUW\

UXOH�DQG�¶GHSDUWLFLSDWLRQ·��%XW�WKH�SROLWLFDO�VWUXFWXUH�RI�WKH�FRPPXQH�LWVHOI��SDUWLFXODUO\�WKH�HOHFWRUDO�V\VWHP�

GLG�QRW�KHOS�WR�FKDOOHQJH�WKLV�OHJDF\��ZKHQ�FRPELQHG�ZLWK�YHU\�FOHDU�¶HOLWH�FDSWXUH·�

5HVSRQVLYHQHVV�DQG�DFFRXQWDELOLW\

7KH�UHVSRQVLYHQHVV�UDWLQJ�RI�WKH�IRXU�FRPPXQHV�VWXGLHG�E\�&URRN�DQG�0DQRU�ZDV�YHU\�ORZ��RQO\����SHU

FHQW� RI� UHVSRQGHQWV� IHOW� WKDW� WKH� FRPPXQH� FRXOG� VDWLVI\� WKHLU� GHYHORSPHQW� QHHGV�� 7KH� SUHIHUUHG

GHYHORSPHQW� RXWSXWV� RI� WKH� FRPPXQHV� ²� EXLOGLQJ� ¶WRZQ� KDOOV·� DQG� VHFRQGDU\� VFKRROV� ²� KDG� OLWWOH

FRQJUXHQFH� ZLWK� UHVSRQGHQWV·� SUHIHUHQFHV� IRU� URDGV�� VRFLDO� IDFLOLWLHV� DQG� ZDWHU� VXSSOLHV�� (YHQ� ZLWK

SURMHFWV�WKDW�GLG�KDYH�VRPH�SRSXODU�UHVRQDQFH��WKH�UHFRUG�RI�WKH�FRPPXQHV�LQ�FRQVXOWLQJ�WKHLU�FLWL]HQV

ZDV� GLVPDO�� PDQ\� SURMHFWV�� SDUWLFXODUO\� VFKRROV�� ZHUH� VWDOOHG� EHFDXVH� SROLWLFDO� OHDGHUV� ZHUH� XQDEOH� WR

SHUVXDGH� SHRSOH� WR� FRQWULEXWH� WR� VSHFLDO� IXQGV� IRU� WKH� SXUSRVH�� 7KH� JHQHUDO� YLHZ� �ZKLFK� KDG� VRPH

UDWLRQDOLW\�WR�LW��ZDV�WKDW�WKH�ZHDOWK\�DQG�WKH�SRZHUIXO�VKRXOG�SURYLGH�

(OHFWLRQV�GLG�SURYLGH� VRPH�GHJUHH�RI� DFFRXQWDELOLW\� LQ� WKH� ,YRULDQ� V\VWHP��SDUWLFXODUO\� DIWHU������

$OWKRXJK� WXUQRXW� ZDV�PXFK� ORZHU� WKDQ� LQ� QDWLRQDO� HOHFWLRQV�� WKH� ILJXUHV� RYHU� WKH� �������� SHULRG� RI

EHWZHHQ� ��� SHU� FHQW� DQG� ��� SHU� FHQW� FRQFHDOHG� KXJH� GLIIHUHQFHV� EHWZHHQ� WKH� ELJ� FLWLHV� DQG� WKH� VPDOO

WRZQV�RI�WKH�LQWHULRU�����SHU�FHQW�DV�RSSRVHG�WR����SHU�FHQW�RQ�DYHUDJH�LQ��������,Q�DGGLWLRQ�WKHUH�ZDV

VRPH�GHJUHH�RI�WXUQRYHU�����SHU�FHQW�RI�DOO�PD\RUV�FKDQJHG�LQ�������DQG����SHU�FHQW�LQ�������%XW�PXFK

RI�WKLV�FDQ�EH�DWWULEXWHG�WR�WKH�LQWHUQDO�SROLWLFV�RI�WKH�SDUW\�DQG�ORFDO�HOLWHV�

2YHUDOO��WKH�ODFN�RI�UHVSRQVLYHQHVV�RI�WKH�,YRULDQ�FRPPXQHV�FDQ�EH�DWWULEXWHG�WR�D�JHQHUDO�IDLOXUH�RI

HOHFWHG� FRXQFLOORUV� DQG� RIILFLDOV� WR� HVWDEOLVK� DQ\� VWURQJ� UHODWLRQVKLSV� RI� SXEOLF� DFFRXQWDELOLW\� RU

FRPPXQLFDWLRQ� ZLWK� WKHLU� HOHFWRUDWHV�� 7KH� FRPPXQH� FRXQFLO� ZDV� YHU\� ZHDN� DQG� FRXQFLOORUV� GLG� QRW

DSSHDU� WR� ¶UHSUHVHQW·� DQ\� SDUWLFXODU� JURXS� RI� FRQVWLWXHQWV� �� 7KH� OLVW� V\VWHP��PRUHRYHU��PHDQW� WKDW� WKH

ZLQQLQJ�OLVW�OLWHUDOO\�WRRN�DOO��DQG�WKH�ORVHUV�ZHUH�WRWDOO\�H[FOXGHG�IURP�WKH�FRXQFLO��7KLV�KHOSHG�WR�JLYH�WKH

FRXQFLO�D�SDUWLDO�RU�IDFWLRQDO�LPDJH��LI�WKH�WRZQ�ZDV�LQ�DQ\�ZD\�GLYLGHG��DQG�HQFRXUDJHG�QRQ�FRRSHUDWLRQ

IURP�JURXSV�ZKR�IHOW�WKHPVHOYHV�WKXV�H[FOXGHG��7KH�0D\RUV�ZHUH�HOLWH�SROLWLFLDQV�ZKRVH�PDLQ�FRQFHUQ

�V\PEROLVHG�E\�WKH�DPRXQW�RI�WLPH�WKH\�VSHQW�LQ�$ELGMDQ��ZDV�WR�ZRUN�WKURXJK�FHQWUDO�SROLWLFDO�SDWURQDJH

QHWZRUNV�

)LQDOO\��LQ�IDLUQHVV�WR�WKH�FRPPXQH�OHDGHUV��RQH�VKRXOG�QRWH�WKH�VHYHUH�ILQDQFLDO�FULVLV�RI�WKH�,YRULDQ

VWDWH�RYHU�WKH�SHULRG�����²���GXULQJ�ZKLFK�WLPH�FXWV�LQ�SXEOLF�VSHQGLQJ�OHG�WR�WKH�YLUWXDO�FROODSVH�RI�PRVW

RI� WKH� FRPPXQHV·� GHYHORSPHQW� SURJUDPPHV��$QG� WKH� FRPPXQHV� GLG� QRW� KDYH� WKH� SRZHUV� WR� HQJDJH

RWKHU�JRYHUQPHQW�DJHQFLHV� LQ�FUXFLDO�SROLF\� DUHDV� VXFK� DV� UXUDO� URDG�EXLOGLQJ�� HPSOR\PHQW�� DJULFXOWXUDO

PDUNHWLQJ�RU�PDLQ�ZDWHU�HOHFWULFLW\�VXSSOLHV��1HYHUWKHOHVV��WKH�IDFW�UHPDLQV�WKDW�LQ�WKH�FDVHV�VWXGLHG��WKH
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SURMHFWV�ZKLFK� VXUYLYHG� WKH� ILQDQFLDO� FXWV�ZHUH�KDUGO\� WKRVH�ZKLFK� UHVSRQGHG� WR�SRSXODU�SULRULWLHV�� OHW

DORQH�WKH�QHHGV�RI�WKH�SRRU�

%DQJODGHVK��DOOLDQFH�EHWZHHQ�FHQWUDO�JRYHUQPHQW�DQG�ORFDO�HOLWHV�H[FOXGHV�WKH�SRRU

7KH�GHFHQWUDOLVHG�V\VWHP�LQWURGXFHG�E\�WKH�PLOLWDU\�JRYHUQPHQW�RI�3UHVLGHQW�+�0��(UVKDG�LQ������ZDV

LQWHQGHG�WR�HQKDQFH�WKH�OHJLWLPDF\�RI�WKH�UHJLPH�DQG�FRQWULEXWH�WR�WKH�EXLOGLQJ�RI�LWV�QHZO\�FUHDWHG�SDUW\�

WKH�-DWL\R�3DUW\��7KHUH�ZDV�RQO\�D�PDUJLQDO�FRPPLWPHQW�WR�SRZHU�VKDULQJ��DQG�WKH�UHJLPH�DWWHPSWHG�WR

FRRSW�UXUDO�ODQGHG�HOLWHV�DQG�SRZHU�EURNHUV�LQ�RUGHU�WR�EXLOG�D�SROLWLFDO�SRZHU�EDVH��,QJKDP�DQG�.DODP

������ ����7KH� UHIRUP�FUHDWHG� WZR� WLHUV�RI� HOHFWHG� ORFDO� FRXQFLOV�� WKH� EDVLF� DXWKRULWLHV�ZHUH� WKH� GLUHFWO\

HOHFWHG�8QLRQ�&RXQFLOV�ZLWK�SRSXODWLRQV�RI�DURXQG���������$ERYH� WKHP�ZHUH� WKH�VXE�'LVWULFW� �XSD]LOD�

&RXQFLOV� ZLWK� DQ� DYHUDJH� SRSXODWLRQ� RI� ��������� ZKLFK� FRQVLVWHG� RI� WKH� LQGLUHFWO\� HOHFWHG� 8QLRQ

&KDLUPHQ��YDULRXV�DSSRLQWHHV��WKH�KHDGV�RI�D�UHVWULFWHG�UDQJH�RI�QHZO\�GHFRQFHQWUDWHG�PLQLVWULHV�DW�VXE�

'LVWULFW� OHYHO� DQG� D� GLUHFWO\� HOHFWHG� &KDLUPDQ�� 7KH� V\VWHP� WKHUHIRUH� FRPELQHG� GHYROXWLRQ� DQG

GHFRQFHQWUDWLRQ��EXW�RI�D�PXFK�OHVV�UDGLFDO�NLQG�WKDQ�WKDW�IRXQG�LQ�.DUQDWDND��WKH�UDQJH�RI�IXQFWLRQV�ZDV

PRUH�OLPLWHG��DQG�WKH�VWDWXV�DQG�SRZHU�RI�WKH�VXE�'LVWULFW�&KDLUPHQ�PXFK�OHVV�HOHYDWHG��7KH�&RXQFLOV

KDG� YHU\� OLPLWHG� UHYHQXH� UDLVLQJ� SRZHUV� DQG� LQ� SUDFWLFH�ZHUH� GHSHQGHQW� XSRQ� WKH� �JHQHURXV�� IXQGLQJ

JLYHQ�E\�WKH�FHQWUDO�JRYHUQPHQW��1HYHUWKHOHVV�WKHVH�ZHUH�PRUH�SRZHUIXO�ORFDO�JRYHUQPHQW�RUJDQLVDWLRQV

WKDQ�KDG�EHHQ�VHHQ�EHIRUH�LQ�%DQJODGHVK��&URRN�DQG�0DQRU�����������

5HSUHVHQWDWLRQ�RI�WKH�SRRU

8QOLNH�LQ�,QGLD��WKHUH�DUH�QR�UHVHUYDWLRQ�RU�SRVLWLYH�GLVFULPLQDWLRQ�SURYLVLRQV�ZKLFK�PLJKW�KDYH�KHOSHG

GLVDGYDQWDJHG� JURXSV� WR� JDLQ� DFFHVV� WR� WKH� QHZ� FRXQFLOV�� 2QO\� DW� WKH� VXE�'LVWULFW� OHYHO� ZDV� WKHUH� D

SURYLVLRQ�IRU�WKH�DSSRLQWPHQW�RI�WKUHH�ZRPHQ��ZKR�GLG�QRW�KDYH�YRWLQJ�ULJKWV��SURYLVLRQV�ZKLFK�YLUWXDOO\

JXDUDQWHHG� WKHLU� SROLWLFDO� LUUHOHYDQFH�� ,Q� WKH� FRXQWU\� DV� D� ZKROH�� �� ZRPHQ� RXW� RI� D� WRWDO� RI� �����

FRXQFLOORUV� VHUYHG�RQ� WKH� VXE�'LVWULFW�&RXQFLOV� LQ� WKHLU� FDSDFLW\� DV�8QLRQ�&KDLUZRPHQ�� YLUWXDOO\� DOO� RI

ZKRP�ZHUH�¶VWDQG�LQV·�IRU�WKHLU�KXVEDQGV��$V�IRU�WKH�SRRU��PRVW�VWXGLHV�FRQFXU�WKDW�ERWK�WKH�8QLRQ�DQG

VXE�'LVWULFW�FRXQFLOV�ZHUH�FDSWXUHG�E\�WKH�ZHDOWK\� ODQGHG�FODVVHV�� WKH� ODQGOHVV�ZHUH�H[FOXGHG��DQG�HYHQ

¶PLGGOH� SHDVDQW·� RZQHU�FXOWLYDWRUV� ZHUH� D� PLQRULW\�� $V� RQH� ZULWHU� REVHUYHV�� WKH� RYHUDOO� LPSDFW� RI

GHFHQWUDOLVDWLRQ�ZDV� WR� ¶LQWHQVLI\� DOUHDG\� H[WUHPH� LQHTXDOLWLHV·� �&URRN� DQG�0DQRU� ������ ���� FI�� ,QJKDP

DQG�.DODP�������DQG�.KDQ��������7KH�PDMRULW\�RI� WKH�HOHFWHG�VXE�'LVWULFW�&KDLUPHQ�ZHUH�SURVSHURXV

HOLWH�SROLWLFLDQV�ZKR�VSHQW�PRVW�RI� WKHLU� WLPH� LQ�'KDND�FXOWLYDWLQJ� WKHLU�SDWURQDJH� OLQNV�ZLWK�0LQLVWHUV�

VHQLRU�FLYLO� VHUYDQWV� DQG�03V��$IWHU� WKH\�ZHUH� HOHFWHG� LQ� ������ ���SHU� FHQW�RI� WKHP� ¶MRLQHG·� WKH� -DWL\R

3DUW\��JLYLQJ�(UVKDG�WKH�VXSSRUW�RI�WKUHH�TXDUWHUV�RI�DOO�VXE�'LVWULFWV��&URRN�DQG�0DQRU������������.KDQ

�����������
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3DUWLFLSDWLRQ�E\�WKH�SRRU

7KH� HYLGHQFH�ZLWK� UHVSHFW� WR� SDUWLFLSDWLRQ� LQ� WKH� DFWLYLWLHV�ZKLFK� OLQN� FLWL]HQV� ZLWK� WKH� LQVWLWXWLRQV� RI

HOHFWHG�ORFDO�JRYHUQPHQW�YDULHV�VRPHZKDW�DFFRUGLQJ�WR�WKH�GLVWULFWV�VWXGLHG�DQG�WKH�WLPH�RI�WKH�UHVHDUFK�

,Q� WKH� IRXU� VXE�'LVWULFWV� VXUYH\HG� E\�&URRN� DQG�0DQRU�� LW�ZDV� IRXQG� WKDW� RYHUDOO� QHDUO\� D� TXDUWHU� RI

UHVSRQGHQWV�KDG�FRQWDFWHG�HLWKHU�8QLRQ� FRXQFLOORUV� ����SHU� FHQW�� WKHLU� VXE�'LVWULFW� FRXQFLOORU� �����SHU

FHQW��RU�DQ�XQVSHFLILHG�FRXQFLOORU��DQG�WKH�VDPH�SURSRUWLRQ�KDG�DWWHQGHG�RIILFLDOO\�RUJDQLVHG�PHHWLQJV��D

KLJKHU� OHYHO� WKDQ� LQ�.DUQDWDND��$OWKRXJK� WKH�YDVW�PDMRULW\�RI� WKHVH�ZHUH�PHQ�� WKH�SRRU�KDG�QRW� EHHQ

H[FOXGHG� WR� WKH� H[WHQW� WKDW� XQHGXFDWHG� SHRSOH� KDG� SDUWLFLSDWHG� LQ� WKHVH� DFWLYLWLHV� PRUH� RU� OHVV� LQ

SURSRUWLRQ� WR� WKHLU�QXPEHUV� LQ� WKH�SRSXODWLRQ� �&URRN� DQG�0DQRU������� ��²���17� ,QJKDP�DQG�.DODP·V

HDUOLHU�ZRUN� LQ�WKUHH�VXE�'LVWULFWV�EHWZHHQ������DQG����SURGXFHG�PXFK�JORRPLHU�UHVXOWV��VKRZLQJ� WKDW

WKH� PDMRULW\� RI� WKHLU� UHVSRQGHQWV� KDG� QR� GHWDLOHG� NQRZOHGJH� RI� WKH� XSD]LOD�� DQG� DQ� LQVLJQLILFDQW

SURSRUWLRQ� KDG� DWWHQGHG� DQ\�PHHWLQJV� HYHQ� WKRVH� FRQQHFWHG�ZLWK� RIIHULQJ� LQIRUPDWLRQ� RQ� DJULFXOWXUH�

SULFHV�� RU� ORFDO� GHYHORSPHQW�� 6RPH� UHVSRQGHQWV� EHOLHYHG� WKDW� GHFHQWUDOLVDWLRQ� KDG� LQFUHDVHG

FRPPXQLFDWLRQV��EXW�WKLV�SHUFHSWLRQ�ZDV�EDVHG�RQ�WKH� LQFUHDVH� LQ�YLVLEOH� ORFDO�JRYHUQPHQW�DSSDUDWXV�²

VXFK�DV�EXLOGLQJV��RIILFHV�DQG�VWDII�²�DQG�QRW�RQ�DQ\�LQFUHDVHG�SUDFWLFDO�XVH�RI�WKH�IDFLOLWLHV��,QJKDP�DQG

.DODP� ������ ����18� 7KH\� DOVR� TXHVWLRQHG� ��� HOLWH� UHVSRQGHQWV�� RYHU� KDOI� RI� ZKRP� VDLG� WKDW� SROLWLFDO

SDUWLFLSDWLRQ�KDG�GHFUHDVHG�� DQG����SHU� FHQW�RI�ZKRP�VDLG� WKDW� WKHUH�ZDV� VLJQLILFDQW�SROLWLFDO� SUHVVXUH

IURP� FHQWUDO� JRYHUQPHQW�� WKH� UXOLQJ� SDUW\� DQG� ORFDOO\� GRPLQDQW� JURXSV� RQ� WKH� ORFDO� DGPLQLVWUDWLRQ�

2YHUDOO��WKH\�IHOW�WKDW�WKHUH�ZDV�QR�GHPRFUDF\�LQ�WKH�XSD]LOD�FRXQFLOV�DQG�RYHU�KDOI�RI�WKHP�VDLG�WKDW�WKH

SROLWLFDO�HQYLURQPHQW�KDG�ZRUVHQHG��,QJKDP�DQG�.DODP������������

2QH� H[SODQDWLRQ� RI� WKH� GLIIHUHQFH� EHWZHHQ� WKH� ILQGLQJV� FRXOG� EH� WKH� WLPH� RI� WKH� ILHOGZRUN�� WKH

HDUOLHU�VXUYH\�KDYLQJ�WDNHQ�SODFH�GXULQJ�WKH�KHLJKW�RI�WKH�(UVKDG�UHJLPH·V�JULS�RQ�SRZHU��ZKLOVW�WKH�ODWHU

RQH�ZDV�FRQGXFWHG�DIWHU�WKH�FROODSVH�RI�WKH�UHJLPH��$QRWKHU�IDFWRU�PLJKW�EH�WKDW�WZR�RI�WKH�&URRN�DQG

0DQRU�FDVHV�ZHUH�ORFDWHG�LQ�D�'LVWULFW�ZKHUH�WKHUH�ZDV�D�KLJK�1*2�SUHVHQFH��ZKLFK�FRXOG�H[SODLQ�KLJKHU

OHYHOV�RI�SDUWLFLSDWLRQ��%XW� LW�DOVR�JDYH�ULVH� WR�VRPH� LQWHUHVWLQJ�ILQGLQJV�DERXW� WKH� OLQN�EHWZHHQ�1*2V

DQG�ORFDO�JRYHUQPHQW��HFKRHG�E\�RWKHU�VFKRODUV�

/LQNLQJ�GLUHFW�DQG�UHSUHVHQWDWLYH�SDUWLFLSDWLRQ

*LYHQ� WKH� H[WUHPHO\� KLJK� EDUULHUV� WR� ORFDO� SDUWLFLSDWLRQ� IDFHG� E\� WKH� SRRU� DQG� WKH� GLVDGYDQWDJHG� LQ

%DQJODGHVK�� LW� KDV� EHHQ� DUJXHG� WKDW� WKH\� DUH� RQO\� OLNHO\� WR�PDNH� DQ\� SURJUHVV� LI� 1*2V� LQWHUYHQH� WR

VXSSRUW�DQG�HQFRXUDJH�WKH�IRUPDWLRQ�RI�FRPPXQLW\�DQG�LQWHUHVW�JURXS�DVVRFLDWLRQV�IRU�FROOHFWLYH�DFWLRQ�

&URRN�DQG�0DQRU� IRXQG�HYLGHQFH� WKDW� WKH�SUHVHQFH�RI�1*2V�DFWLYHO\�RUJDQLVLQJ� WKH�SRRU� WR�FRQQHFW

ZLWK�DQG�SURWHVW�WR�WKH�ORFDO�JRYHUQPHQWV�SURGXFHG�PRGHVW�FRQFHVVLRQV�DQG�LQFUHDVHG�DZDUHQHVV�RQ�WKH

SDUW�RI�D�PLQRULW\�RI�FRXQFLO�&KDLUPHQ�RI�WKH�QHHGV�DQG�ULJKWV�RI�WKH�SRRU��&URRN�DQG�0DQRU������������

�����������������������������������������������������
�� 7KH�VXE�'LVWULFWV�ZHUH��0DQLNJDQM�6DGDU�DQG�6DWXULD��0DQLNJDQM�'LVWULFW��DQG�%RJUD�6DGDU�DQG�6KHUSXU��%RJUD

'LVWULFW���7KH�VXUYH\�ZDV�D�VWUDWLILHG�TXRWD�VDPSOH�RI�����PDVV�UHVSRQGHQWV��DQG����HOLWH�UHVSRQGHQWV�
�� 7KH�VXE�'LVWULFWV�ZHUH��6LQJDLU��0DQLNJDQM���-KLNDUKDFKD��-HVVRUH��DQG�0DGKXSXU��7DQJDLO���,W�VKRXOG�EH�QRWHG

WKDW�WKHLU�VXUYH\�ZDV�EDVHG�RQ����UDQGRPO\�VHOHFWHG�KRXVHKROGV�
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7KHLU� UHVHDUFK� LV� VXSSRUWHG� E\� DQRWKHU� VWXG\� RI� KRZ� WZR� 1*2V� KDG� D� VLJQLILFDQW� HIIHFW� RQ

HPSRZHUPHQW�E\�KHOSLQJ�PHPEHUV�RI�SRRU�JURXSV�JHW�HOHFWHG��DOWKRXJK�VRPH�RI�WKRVH�HOHFWHG�ZHUH� LQ

IDFW�PLGGOH�SHDVDQWV�RU�UXUDO�PLGGOH�FODVV��1HYHUWKHOHVV��RQFH�HOHFWHG�VRPH�ZHUH�VXSSRUWLYH�RI�WKH�SRRU�

VXJJHVWLQJ�WKDW�RUJDQLVDWLRQ�RI�WKH�SRRU�IRU�HOHFWRUDO�SXUSRVHV�FDQ�PDNH�WKHP�D�VLJQLILFDQW�IDFWRU�LQ�WKH

IRUPDWLRQ�RI�HOHFWRUDO�DOOLDQFHV��:HVWHUJDDUG���������²���

5HVSRQVLYHQHVV

7KH�JHQHUDO�IDLOXUH�RI�WKH�SRRU�DQG�GLVDGYDQWDJHG�WR�JDLQ�DQ\�VLJQLILFDQW�UHSUHVHQWDWLRQ�RQ�WKH�QHZ�ORFDO

FRXQFLOV�ZRXOG�VXJJHVW�WKDW�WKHLU�UHVSRQVLYHQHVV�ZDV�YHU\�ORZ��%XW�WKH�UHFRUG�LV�LQ�IDFW�PRUH�DPELJXRXV

DQG�FRPSOH[�WKDQ�WKDW��2Q�WKH�RQH�KDQG��JHQHUDO�YLHZV�RI�WKH�UHFRUG�RI�WKH�FRXQFLOV�ZHUH�FRQVLVWHQWO\

EDG��WKH�&URRN�DQG�0DQRU�VXUYH\�IRXQG�WKDW����SHU�FHQW�RI�UHVSRQGHQWV�ZHUH� ¶QRW�DW�DOO�VDWLVILHG·�ZLWK

HLWKHU�WKH�8QLRQ�RU�WKH�XSD]LOD�FRXQFLOV��PDLQO\�EHFDXVH�RI�WKH�FRUUXSW�DQG�GLFWDWRULDO�EHKDYLRXU�RI�WKHLU

SROLWLFDO� OHDGHUV� �&URRN� DQG� 0DQRU� ������ ������ 6LPLODUO\�� ��� SHU� FHQW� RI� ,QJKDP� DQG� .DODP·V� HOLWH

UHVSRQGHQWV� IHOW� WKDW�1*2V� DQG� YROXQWDU\� DVVRFLDWLRQV� KDG� SHUIRUPHG�EHWWHU� WKDQ� ORFDO� JRYHUQPHQWV�

���SHU�FHQW�VDLG�WKHUH�ZDV�LQFUHDVHG�FRUUXSWLRQ�LQ�WKH�GHOLYHU\�RI�MXVWLFH��DQG����SHU�FHQW�FODLPHG�WR�KDYH

KDG�SHUVRQDO�H[SHULHQFH�RI�FRUUXSWLRQ� �,QJKDP�DQG�.DODP������������� ,W� LV� DOVR�FOHDU� WKDW� D� ORW�RI� WKH

FHQWUDO�IXQGLQJ�JLYHQ�WR�WKH�FRXQFLOV�ZDV�VSHQW�RQ�SDWURQDJH�UHODWHG�DFWLYLWLHV�ZKLFK�EHQHILWHG�WKH�EHWWHU

RII�DQG�FOLHQWV�RI�WKH�FRXQFLO�OHDGHUV��RQH�DVVHVVPHQW�LV�WKDW�KDUGO\�DQ\�SURMHFWV�VSHFLILFDOO\�JHDUHG�WR�WKH

QHHGV�RI�YXOQHUDEOH�JURXSV�HPHUJHG�IURP�WKH�GHFHQWUDOLVDWLRQ�H[SHULPHQW��DQG�WKDW�WKH�SRRU�ZHUH�UDUHO\

LQYROYHG�LQ�WKH�SURMHFW�VHOHFWLRQ�SURFHVV��:HVWHUJDDUG�DQG�$ODP������������

2Q�WKH�RWKHU�KDQG��DV�:HVWHUJDDUG�DGPLWV��VRPH�SURMHFWV�ZHUH�¶ZDQWHG·�E\�DQG�EHQHILWHG�WKH�SRRU

DQG�&URRN�DQG�0DQRU�DOVR�IRXQG�WKDW�PDQ\�RI�WKH�SURMHFW�RXWSXWV�RI�WKH�FRXQFLOV�ZHUH�FRQJUXHQW�ZLWK

H[SUHVVHG�QHHGV��SDUWLFXODUO\�WKRVH�IRU�LQIUDVWUXFWXUH��7KH�PDLQ�H[SODQDWLRQ�ZRXOG�VHHP�WR�EH�WKDW�D�JUHDW

GHDO�RI�WKH�VSHQGLQJ�FUHDWHG�ORFDO�HPSOR\PHQW�RSSRUWXQLWLHV��PXFK�RI�LW�WKURXJK�URDG�EXLOGLQJ�DV�ZHOO�DV

ZDWHU�SURMHFWV�DQG�HGXFDWLRQDO�EXLOGLQJV��,QGHHG��RQH�RI�PRVW�IUHTXHQWO\�H[SUHVVHG�SRSXODU�GHPDQGV�ZDV

IRU� HPSOR\PHQW�� 7KLV� SURSHQVLW\� WR� HQJDJH� LQ� MRE�FUHDWLQJ� FRQVWUXFWLRQ� SURMHFWV� KDV�� LQ� WXUQ�� DQRWKHU

YHU\�VLPSOH�H[SODQDWLRQ��E\�����²������SHU�FHQW�RI�WKH�UHVRXUFHV�EHLQJ�WUDQVIHUUHG�WR�WKH�VXE�'LVWULFWV�E\

FHQWUDO�JRYHUQPHQW�FDPH�LQ�WKH�IRUP�RI�JUDLQ��ZKLFK�FRXOG�RQO\�EH�XVHG�WR�SD\�SHRSOH�IRU�ZRUN��&URRN

DQG�0DQRU�������������7R�WKLV�H[WHQW�� WKHUHIRUH�� WKH�GHFHQWUDOLVHG�DXWKRULWLHV�GXULQJ�WKH�(UVKDG�SHULRG

GLG� VHUYH� WR� WUDQVIHU� UHDO� UHVRXUFHV� WR� WKH� UXUDO� SRRU�� DOWKRXJK� LW� KDG� OLWWOH� WR� GR� ZLWK� DQ\� VHQVH� RI

DFFRXQWDELOLW\�WR�WKH�SRRU��RU�WR�WKH�HOHFWRUDWH�JHQHUDOO\�

7KH� LPSRUWDQFH� RI� HOHFWLRQV� LQ� KHOSLQJ� WR� HVWDEOLVK� SXEOLF� DFFRXQWDELOLW\� LV�� KRZHYHU�� DJDLQ

GHPRQVWUDWHG�LQ�WKH�%DQJODGHVK�FDVH��)ROORZLQJ�WKH�HPHUJHQFH�RI�VWURQJ�RSSRVLWLRQ�WR�WKH�UHJLPH�LQ�WKH

ODWH���V��WKH�DEXVHV�ZKLFK�KDG�FKDUDFWHULVHG�HDUOLHU�HOHFWLRQV�ZHUH�OHVV�EODWDQW�LQ�WKH������ORFDO�HOHFWLRQV�

ZKLFK�ZHUH�UHJDUGHG�DV�¶UHDVRQDEO\·�IDLU��7KH�UHVXOW�ZDV�WKDW�WKH�JURVV�EHKDYLRXU�RI�WKH�XSD]LOD�&KDLUPHQ

ZDV�SXQLVKHG�E\� WKH�HOHFWRUDWH�� LQ� WKDW�RYHU����SHU�FHQW�ZHUH� WKURZQ�RXW��7KH�UHJLPH�FROODSVHG�D�\HDU
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ODWHU�� DIWHU� PDQ\� RI� WKHVH� QHZO\� HOHFWHG� &KDLUPHQ� KDG� WKHPVHOYHV� WULHG� WR� MRLQ� WKH� -DWL\R� JUDY\�WUDLQ

�&URRN�DQG�0DQRU�����������

*KDQD�±�HQKDQFHG�SDUWLFLSDWLRQ�IDLOV�WR�SURGXFH�PRUH�UHVSRQVLYHQHVV�WR�WKH�SRRU

*KDQD·V� 'LVWULFW� $VVHPEO\� V\VWHP� ZDV� LQWURGXFHG� LQ� ����� E\� WKH� WKHQ�PLOLWDU\� JRYHUQPHQW� RI� -HUU\

5DZOLQJV��7KH� ¶5DZOLQJV�5HYROXWLRQ·�RI������ZDV�EDVHG�RQ�UDGLFDO�SRSXOLVW� LGHDV�RI�GLUHFW�SDUWLFLSDWLRQ

DQG�QR�SDUW\�SHRSOH·V�GHPRFUDF\��DQG�WKH�GHFHQWUDOLVDWLRQ�UHIRUP�RI������ZDV�SRUWUD\HG�DV�D�IXOILOOPHQW

RI�WKDW�FRPPLWPHQW�WR�LQWURGXFH�D�¶WUXO\�*KDQDLDQ·�IRUP�RI�JUDVV�URRWV�GHPRFUDF\��:LWK�WKH�WUDQVLWLRQ�WR

D�PRUH�FRQYHQWLRQDO��UHSUHVHQWDWLYH�PXOWL�SDUW\�GHPRFUDF\�LQ�������WKH�'LVWULFW�$VVHPEOLHV��'$V��ZHUH

LQFRUSRUDWHG� LQWR� WKH������&RQVWLWXWLRQ�RI� WKH�)RXUWK�5HSXEOLF� DQG� VWUHQJWKHQHG�ZLWK�QHZ� OHJLVODWLRQ

DQG�H[WUD�VRXUFHV�RI�IXQGLQJ�IURP�D�'LVWULFW�$VVHPEOLHV�&RPPRQ�)XQG�LQ�������3ROLWLFDOO\��WKH�UHIRUP

ZDV�FOHDUO\�DQ�DWWHPSW�WR�FUHDWH�D�UXUDO�SRZHU�EDVH�IRU�5DZOLQJV��HPERG\LQJ�DV�LW�GLG�D�SULYLOHJHG�SRVLWLRQ

IRU�SUR�5DZOLQJV�UHYROXWLRQDU\�RUJDQLVDWLRQV��ZKLFK� ODWHU�EHFDPH�WKH�FRUH�RI�KLV�SDUW\�� WKH�1'&���DQG

PHFKDQLVPV�IRU�FRRSWLQJ�UXUDO�EXVLQHVV��SURIHVVLRQDO�DQG�DJUDULDQ�HOLWHV�

7KH�$VVHPEOLHV�WKHPVHOYHV�DUH�GLUHFWO\�HOHFWHG�UHSUHVHQWDWLYH�ERGLHV� �WZR�WKLUGV�HOHFWHG��RQH� WKLUG

QRPLQDWHG�E\� JRYHUQPHQW�� DQG� WKH�RULJLQDO� EDQ�RQ�SDUW\� DFWLYLW\�KDV�EHHQ� UHWDLQHG��7KH�'$V·� RIILFLDO

PLVVLRQ� LV� VWLOO� WR� FUHDWH� DQG� HQFRXUDJH�� LQ� FRRSHUDWLRQ� ZLWK� VXE�GLVWULFW� WRZQ� DQG� YLOODJH� FRXQFLOV� RU

FRPPLWWHHV��FRPPXQLW\�EDVHG�IRUPV�RI�VHOI�UHOLDQW�HFRQRPLF�DQG�VRFLDO�GHYHORSPHQW��RU�VHOI�KHOS��DV�LW

LV�FDOOHG� LQ�*KDQD���D�SURMHFW�ZKLFK�IRUPV�WKH�PDLQ�SROLWLFDO�DQG� LGHRORJLFDO� MXVWLILFDWLRQ�RI� WKH�V\VWHP�

$GPLQLVWUDWLYHO\�� WKH\� DUH� D� PL[HG� IRUP� RI� GHFHQWUDOLVDWLRQ� LQ� WKDW� WKHLU� RWKHU� PDLQ� IXQFWLRQ� LV� WR

VXSHUYLVH� WKH� YDULRXV� IRUPHU� OLQH�0LQLVWULHV�ZKLFK�KDYH�EHHQ�GHFRQFHQWUDWHG� �RU� DUH� LQ� WKH�SURFHVV�RI

EHLQJ�WUDQVIHUUHG��WR�'LVWULFW�OHYHO�VLQFH�������WR�IRUP�DQ�LQWHJUDWHG�GLVWULFW�JRYHUQPHQWDO�DQG�ILQDQFLDO

DSSDUDWXV�

*LYHQ� LWV� RIILFLDO� DVSLUDWLRQV� DQG� WKH� VWURQJ� SROLWLFDO� FRPPLWPHQW� RI� WKH� FHQWUDO� JRYHUQPHQW�� WKH

SURJQRVLV� IRU� WKH� SUR�SRRU� SHUIRUPDQFH� RI� VXFK� D� V\VWHP� VKRXOG� KDYH� EHHQ� JRRG��<HW� WKH�*KDQDLDQ

V\VWHP�H[HPSOLILHV�WKH�SUREOHPV�ZKLFK�RFFXU�ZKHQ�QHZ�RSSRUWXQLWLHV�IRU�SDUWLFLSDWLRQ�DUH�QRW�PDWFKHG

E\� HIIHFWLYH� DFFRXQWDELOLW\�PHFKDQLVPV� DQG� D� SROLWLFV� RI� ORFDO�FHQWUDO� UHODWLRQV�ZKLFK� XQGHUPLQHV� WKHLU

RSHUDWLRQ�

5HSUHVHQWDWLRQ�RI�WKH�SRRU

7KH�JRYHUQPHQW·V�DLP�WR�LQFOXGH�WKH�¶SRRU�DQG�WKH�XQVFKRROHG·�LQ�WKH�$VVHPEO\�V\VWHP�ZDV�RQO\�SDUWLDOO\

DFKLHYHG�� (OHFWHG� UHSUHVHQWDWLYHV� RQ� WKH� $VVHPEOLHV� VWLOO� WHQGHG� WR� FRPH� GLVSURSRUWLRQDWHO\� IURP� WKH

PDOH�� HGXFDWHG� DQG� SURIHVVLRQDO� VWUDWD� RI� VRFLHW\� ²� DOWKRXJK� QRW� DV� GUDPDWLFDOO\� DV� PLJKW� KDYH� EHHQ

H[SHFWHG�UHODWLYH�WR�WKH�NQRZQ�SUHIHUHQFH�RI�*KDQDLDQ�UXUDO�YRWHUV�IRU�¶HGXFDWHG·�UHSUHVHQWDWLYHV��$FURVV

*KDQD� DV� D� ZKROH�� ��� SHU� FHQW� RI� WKRVH� HOHFWHG� LQ� ����� KDG� DJULFXOWXUDO� RFFXSDWLRQV� �DQ� XQGHU�

UHSUHVHQWDWLRQ���ZKLOVW����SHU�FHQW�ZHUH�WHDFKHUV�²�D�PDVVLYH�RYHU�UHSUHVHQWDWLRQ�²�DQG����SHU�FHQW�FLYLO

VHUYDQWV�� 2QO\� ���� SHU� FHQW� ZHUH� ZRPHQ�� 7KH� WZR� $VVHPEOLHV� VWXGLHG� E\� &URRN� DQG� 0DQRU� KDG� D
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GLVWLQFWO\�GXDOLVWLF�PHPEHUVKLS�� LQ�ZKLFK�ZKLOVW����SHU�FHQW�DQG����SHU�FHQW� UHVSHFWLYHO\�RI� WKH�HOHFWHG

PHPEHUV�KDG�VHFRQGDU\�RU�KLJKHU�OHYHOV�RI�HGXFDWLRQ��WKH�UHPDLQGHU�WHQGHG�WR�EH�XQHGXFDWHG�RU�SRRUO\

HGXFDWHG�IDUPHUV��%XW�WKH�HOLWH�FKDUDFWHU�RI�WKH�$VVHPEOLHV�ZDV�VXEVWDQWLDOO\�ERRVWHG�E\�WKH�JRYHUQPHQW

QRPLQHHV�ZKR�IRUPHG�RQH�WKLUG�RI�WKH�PHPEHUVKLS��7KH�PRVW�WKDW�FDQ�EH�VDLG�LV�WKDW�WKH�$VVHPEOLHV�GLG

JLYH�DFFHVV� DQG� UHSUHVHQWDWLRQ� WR� VPDOO� QXPEHUV�RI� ORFDOO\�EDVHG� DQG�XQHGXFDWHG� IDUPHUV�� WUDGHUV�� DQG

DUWLVDQV�ZKR�KDG�SUHYLRXVO\�EHHQ�H[FOXGHG�IURP�SROLWLFV�HYHQ�LQ�SUHYLRXV�GHPRFUDWLF� LQWHUOXGHV��&URRN

DQG�0DQRU������������

3DUWLFLSDWLRQ�E\�WKH�SRRU

7KH� ¶SRRU�DQG� WKH�XQVFKRROHG·�SDUWLFLSDWHG�PXFK�PRUH�ZLGHO\� LQ�YLOODJH�OHYHO� DQG�FRQWDFWLQJ�DFWLYLWLHV�

$FFRUGLQJ� WR� &URRN� DQG� 0DQRU·V� VXUYH\�� WKRVH� ZKR� KDG� HQJDJHG� LQ� FRQWDFWLQJ� WKHLU� UHSUHVHQWDWLYH

����SHU�FHQW�RI�UHVSRQGHQWV��RU�KDG�DWWHQGHG�RIILFLDO�DQG�XQRIILFLDO�PHHWLQJV�����SHU�FHQW�DQG���SHU�FHQW

RI� UHVSRQGHQWV�� ZHUH� IDLUO\� W\SLFDO� RI� WKH� JHQHUDO� SRSXODWLRQ� LQ� WHUPV� RI� WKHLU� DJH�� RFFXSDWLRQ� DQG

HGXFDWLRQDO� OHYHO� �&URRN� DQG� 0DQRU� ����������� $V� UHJDUGV� WKH� ¶JHQGHU� EDODQFH·�� PHQ� ZHUH� VWURQJO\

GRPLQDQW� LQ� FRQWDFWLQJ� EXW� OHVV� VR� LQ� WKH� RWKHU� DFWLYLWLHV�� 2QH� DUHD�� KRZHYHU�� ZKHUH� WKH� IHPDOH

SDUWLFLSDWLRQ�UDWH�ZDV�EHWWHU�WKDQ�RU�QHDUO\�DV�JRRG�DV�WKDW�RI�PHQ�ZDV�LQ�WKH�YLOODJH�OHYHO�8QLW�&RPPLWWHH

PHHWLQJV��SDUWLFXODUO\�LQ�VRXWKHUQ�*KDQD��EXW�WKLV�FDQ�KDUGO\�EH�LQWHUSUHWHG�DV�D�YLFWRU\�IRU�WKH�SRRU�DQG

GHSULYHG��LQ�WKDW�WKH�ZRPHQ�WHQGHG�WR�EH�\RXQJHU�DQG�ZHOO�HGXFDWHG��7KHVH�&RPPLWWHHV�ZHUH�YHU\�PXFK

SDUW� RI� WKH� 5DZOLQJV� ¶UHYROXWLRQDU\� VWUXFWXUH·� DQG� WKH� ZRPHQ·V� SDUWLFLSDWLRQ� UHIOHFWHG� WKH� HQRUPRXV

VWUHQJWK�RI�WKH���VW�'HFHPEHU�:RPHQ·V�0RYHPHQW�DW�WKH�ORFDO�OHYHO�

,W� ZDV� LQ� IDFW� DW� WKH� OHYHO� RI� GLUHFW� SDUWLFLSDWLRQ� LQ� YLOODJH�OHYHO� ERGLHV� WKDW� WKH� $VVHPEO\� V\VWHP

IDLOHG� WR� OLYH� XS� WR� WKH� H[SHFWDWLRQV� ORDGHG� RQ� LW� E\� JRYHUQPHQW·V� SRSXOLVW�� UDGLFDO� DVSLUDWLRQV�� (YHQ

WKRXJK�WKH�8QLW�&RPPLWWHHV�FHDVHG�WR�KDYH�DQ�RIILFLDO�FRQQHFWLRQ�ZLWK�WKH�IRUPHU�PLOLWDU\�JRYHUQPHQW·V

¶UHYROXWLRQDU\�RUJDQV·�DIWHU�������OHJDO�GHOD\V�DQG�WKH�SROLWLFDO�UHDOLWLHV�RI�GRPLQDWLRQ�E\�5DZOLQJV·�SDUW\

WKH� 1'&� PHDQW� WKDW� WKH\� QHYHU� UHDOO\� VKRRN� RII� WKHLU� DVVRFLDWLRQ�� DQG� QHYHU� UHDOO\� IXQFWLRQHG� DV

LQWHQGHG��:KHQ�SRSXODU�HOHFWLRQV�IRU�WKH�8QLW�&RPPLWWHHV�ZHUH�ILQDOO\�KHOG�LQ�������QLQH�\HDUV�DIWHU�WKH

'$V�ZHUH�VHW�XS������SHU�FHQW�RI� WKH�HOHFWLRQV�ZHUH�XQFRQWHVWHG�� UHIOHFWLQJ�ERWK�DSDWK\�DQG�DOLHQDWLRQ

FDXVHG�E\�FRQIOLFW��LQWLPLGDWLRQ�RI�ULYDOV�DQG�DGPLQLVWUDWLYH�FKDRV��&URRN�������

7KH�RQH�DUHD�RI�ORFDO�SROLWLFV�ZKHUH�GLUHFW�SDUWLFLSDWLRQ�ZDV�DQG�FRQWLQXHV�WR�EH�VXFFHVVIXO�LV�LQ�WKH

ZHOO�HVWDEOLVKHG�*KDQDLDQ�LQVWLWXWLRQ�RI� ¶VHOI�KHOS·�FRPPXQLW\�GHYHORSPHQW�DVVRFLDWLRQV��8QIRUWXQDWHO\�

WKHVH�FDQ�KDUGO\�EH�FLWHG�DV�H[DPSOHV�RI�HPSRZHUPHQW�RI�WKH�SRRU�DQG�GLVDGYDQWDJHG��2QH�RI�WKH�GXWLHV

RI�WKH�$VVHPEO\�UHSUHVHQWDWLYH�LV�WR�DFW�DV�DQ�DQLPDWRU�DQG�IDFLOLWDWRU�RI�VHOI�KHOS�SURMHFWV�LQ�KLV�KHU�DUHD�

%XW� IHZ� FDQ� DFKLHYH� VXFFHVV� LQ� WKLV� ZLWKRXW� WKH� VXSSRUW� RI� ORFDO� OHDGHUV� VXFK� DV� WKH� FKLHIV� DQG� WKH

ZHDOWK\�� SURIHVVLRQDO� RIWHQ� DEVHQWHH� HOLWHV� �VXFFHVVIXO� VRQV� DQG� GDXJKWHUV� RI� WKH� WRZQ�� ZKRVH� HIIRUWV

XQGHUSLQ� WKH� FRPPXQLW\�GHYHORSPHQW� DVVRFLDWLRQ� DQG� LWV� SURMHFWV��'HFLVLRQV� WDNHQ� LQ� SXEOLF�PHHWLQJV

FDOOHG� E\� VXFK� DQ� DVVRFLDWLRQ� PLJKW� ZHOO� UHVSHFW� ¶WUDGLWLRQDO·� *KDQDLDQ� SURFHGXUHV� IRU� DFKLHYLQJ

FRQVHQVXV� WKURXJK� H[KDXVWLYH� GLVFXVVLRQ�� EXW� ZRXOG� UDUHO\� FKDOOHQJH� H[LVWLQJ� VRFLDO� KLHUDUFKLHV�� RU� JR
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RXWVLGH�WKH�SDUDPHWHUV�RI�FKRLFH�RIIHUHG�E\�WKH�ORFDO�HOLWH��,W� LV�DOVR�FOHDU�WKDW�$VVHPEO\�UHSUHVHQWDWLYHV

KDYH�LQ�IDFW�H[SHULHQFHG�JURZLQJ�FRQWUDGLFWLRQV�EHWZHHQ�WKHLU�UROH�LQ�FRPPXQLW\�VHOI�KHOS�DFWLYLWLHV�DQG

WKHLU� UROH�DV�'LVWULFW�$VVHPEO\�PHPEHUV��7KH�PRUH�VXFFHVVIXO� WKH�VHOI�KHOS�SURMHFWV�RI� WKH�FRPPXQLW\

DVVRFLDWLRQ�� WKH� OHVV� ZLOOLQJ� ORFDO� FRQVWLWXHQWV� DUH� WR� SD\� $VVHPEO\� WD[HV� RU� DFFRUG� DQ\� OHJLWLPDF\� RU

XVHIXOQHVV� WR� LWV� DFWLYLWLHV��$�SDUWLFXODU� JULHYDQFH�GHULYHV� IURP� WKH� IDFW� WKDW� VR�PDQ\� VHOI�KHOS� SURMHFWV

ZKLFK� UHPDLQ� XQILQLVKHG� DUH� WKRVH� ZKHUH� PDWFKLQJ� KHOS� KDV� EHHQ� SURPLVHG� E\� WKH� '$�� EXW� QHYHU

GHOLYHUHG��&URRN�DQG�0DQRU�������

5HVSRQVLYHQHVV�DQG�DFFRXQWDELOLW\

&RPSDUHG�WR�ZKDW�KDG�JRQH�EHIRUH�� WKH�'$�V\VWHP�KDV�JUHDWO\�HQKDQFHG�SRSXODU�SDUWLFLSDWLRQ�LQ� ORFDO

JRYHUQPHQW��DQG�LQFOXGHG�JUHDWHU�QXPEHUV�RI�SUHYLRXVO\�H[FOXGHG�JURXSV��<HW�WKH�UHVSRQVLYHQHVV�RI�WKH

'$V�WR�SRSXODU�GHYHORSPHQW�QHHGV�DQG�WR�WKRVH�RI�WKH�SRRU�LQ�SDUWLFXODU��KDV�QRW�EHHQ�JRRG��,Q�WKH�WZR

'LVWULFWV�VXUYH\HG�E\�&URRN�DQG�0DQRU�����SHU�FHQW�RI�UHVSRQGHQWV�IHOW�WKDW�WKH�'$�GLG�QRW�UHVSRQG�WR

WKHLU�QHHGV��DQG�RQO\����SHU�FHQW�IHOW�LW�ZDV�EHWWHU�WKDQ�WKH�SUHYLRXV��XQHOHFWHG��V\VWHP��7KLV�ZDV�SDUWO\

EHFDXVH�JHQHUDO�GHYHORSPHQW�SHUIRUPDQFH�ZDV�GLVDSSRLQWLQJ�ZLWK�UHFXUUHQW�H[SHQGLWXUHV�FRQWLQXLQJ� WR

GRPLQDWH��RQ�DYHUDJH�����SHU�FHQW��DQG�SHU�FDSLWD�GHYHORSPHQW�H[SHQGLWXUH�UHPDLQLQJ�DW�GHULVRU\�OHYHOV

HYHQ�DIWHU�UHDO�LQFUHDVHV��7KLV�SLFWXUH�ZDV�UHSHDWHG�LQ�RWKHU�PDQ\�RWKHU�'LVWULFWV�DFURVV�WKH�FRXQWU\��$\HH

������$\HH�������$FKHDPSRQJ�������DQG�LQ�.XPDVL�&LW\��.HVVH\�������

7KH�FULWLFDO�SRSXODU�DVVHVVPHQWV�DOVR�UHIOHFWHG� WKH� ODFN�RI�FRQJUXHQFH�EHWZHHQ�'LVWULFW�$VVHPEO\�

IXQGHG�RXWSXWV�DQG�SRSXODU�SUHIHUHQFHV�IRU�URDG�UHSDLUV��KHDOWK�IDFLOLWLHV��ZDWHU�VXSSOLHV�DQG�HOHFWULFLW\�

'$�SROLFLHV� WHQGHG� WR� UHIOHFW� HLWKHU�JRYHUQPHQW�SUHVVXUH� WR�PRELOLVH� ORFDO� UHYHQXH� VRXUFHV�� OHDGLQJ� WR

H[SHQGLWXUH�RQ�FRPPHUFLDO�WUDQVSRUW�VHUYLFHV��IDUPLQJ�RU�PDQXIDFWXULQJ�HQWHUSULVHV�DQG�PDUNHWV��RU�WKH\

UHIOHFWHG�FHQWUDOO\�GHWHUPLQHG�SURJUDPPHV�DQG�SULRULWLHV��WKH�FRVWV�RI�ZKLFK�KDG�EHHQ�SXVKHG�GRZQ�RQWR

WKH� 'LVWULFWV�� 2QH� RI� WKHVH� ZDV� WKH� JRYHUQPHQW·V� QDWLRQDO� HGXFDWLRQDO� UHIRUP� ZKLFK� UHTXLUHG� WKH

FRQVWUXFWLRQ� RI� -XQLRU� 6HFRQGDU\� 6FKRROV� WKURXJKRXW� WKH� FRXQWU\�� DQRWKHU� ZDV� WKH� FRVW� RI� RIILFH

EXLOGLQJV� DQG� HTXLSPHQW�� RIILFLDO� KRXVLQJ� DQG� WKH� OLNH�� 3ROLWLFDO� FRUUXSWLRQ� LQ� WKH� VKDSH� RI� H[FHVVLYH

WUDQVSRUW��WUDYHO�DQG�HQWHUWDLQPHQW�H[SHQGLWXUHV�ZDV�DJDLQ�OLQNHG�WR�WKH�SUHVVXUHV�RQ�²�DQG�ODFN�RI�ORFDO

FRQWURO�RYHU�²�WKH�JRYHUQPHQW�DSSRLQWHG�'LVWULFW�$VVHPEO\�ERVVHV��WKH�'LVWULFW�6HFUHWDULHV�

$Q�H[SODQDWLRQ�RI�ZK\�LQFUHDVHG�SDUWLFLSDWLRQ�ZDV�QRW�WUDQVODWHG�LQWR�PRUH�HIIHFWLYH�DFFRXQWDELOLW\

DW�WKH� LQVWLWXWLRQDO� OHYHO�DQG� LQWR�PRUH�UHVSRQVLYH�RXWSXWV� LV�FRPSOH[��EXW�ZRXOG� LQFOXGH� WKH�IROORZLQJ

IDFWRUV�� )LUVW�� WKH� SROLWLFDO� FRQWH[W�PHDQW� WKDW� QHLWKHU� WKH�PLOLWDU\� UHJLPH� QRU� LWV� VXFFHVVRU� �XQGHU� WKH

VDPH�OHDGHU��ZHUH�ZLOOLQJ�WR�UHOLQTXLVK�FORVH�SROLWLFDO�FRQWURO��DQG�LWV�DVVRFLDWHG�SDWURQDJH�FRQVLGHUDWLRQV�

RYHU�WKH�$VVHPEOLHV��(YHQ�XQGHU�WKH�SRVW������PXOWL�SDUW\�UHJLPH��WKH�3UHVLGHQW�PDQDJHG�WR�VHFXUH�WKH

DSSRLQWPHQW� RI� JRYHUQPHQW� OR\DOLVWV� DV� 'LVWULFW� &KLHI� ([HFXWLYHV�� RIILFLDOV� ZKR� WR� DOO� LQWHQWV� DQG

SXUSRVHV� UDQ� WKH�'LVWULFW�$VVHPEO\� DQG�JRYHUQPHQW��7KH� IRUPHU� ¶UHYROXWLRQDU\�RUJDQV·�� QRZ�RIILFLDOO\

FODVVLILHG� DV� ¶1*2V·�� VWLOO� RFFXSLHG� D� SULYLOHJHG� SODFH� LQ� ORFDO� SROLWLFV� DQG� FRQWLQXHG� WR� EH� LQGLUHFWO\

IXQGHG� DQG� FRQWUROOHG� E\� WKH� JRYHUQPHQW� DQG� UXOLQJ� SDUW\�� ,Q� RWKHU� VHWWLQJV�� WKH� FRQQHFWLRQ� ZLWK
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FHQWUDOO\�GLUHFWHG� ¶UHYROXWLRQDU\�FDGUHV·�PLJKW�KDYH�HQFRXUDJH�D�SUR�SRRU�RXWFRPH��DV� LQ�:HVW�%HQJDO��

EXW� LQ�*KDQD�E\� WKH� ODWH�����V� WKH�5DZOLQJV� OR\DOLVWV�KDG� ORQJ� VLQFH� ORVW� WKHLU� UDGLFDO� DUGRXU�DQG� WKHLU

FRQYHUVLRQ� LQWR� WKH�1DWLRQDO� 'HPRFUDWLF� &RQJUHVV� �1'&�� WXUQHG� WKHP� LQWR� D� SDUW� RI� WKH� SDWURQDJH

V\VWHP�DORQJ�ZLWK�WKH�HVWDEOLVKHG�ORFDO�HOLWHV�

6HFRQG�� WKH� ¶QR�SDUW\·� UXOH� FRQWLQXHG� WR� SUHYHQW� WKH� HPHUJHQFH� RI� RIILFLDO� RSSRVLWLRQ� DQG� SXEOLF

PRQLWRULQJ�RI�WKH�$VVHPEO\·V�SURJUDPPH��,W�FDQ�EH�DUJXHG�WKDW�D�QR�SDUW\�V\VWHP�PDNHV�DFFRXQWDELOLW\

ZLWKLQ� D� UHSUHVHQWDWLYH� GHPRFUDF\� TXLWH� KDUG� WR� VXVWDLQ�� LQ� WKH� FRQWH[W� RI� D� FRXQFLO� ZKHUH� WKH

UHSUHVHQWDWLYHV�DUH�DOO�¶GHOHJDWHV·�RI�WKHLU�FRPPXQLWLHV��GHGLFDWHG�WR�SXUVXLQJ�WKDW�SDUWLFXODU�LQWHUHVW��DQG

WKHUHIRUH� UHOXFWDQW� WR� DFFHSW� WKH� OHJLWLPDF\� RI� DQ\� JHQHUDO� DOORFDWLYH� GHFLVLRQ�� *HQHUDO� SXEOLF

DFFRXQWDELOLW\� LV�DOVR�ZHDNHQHG�LI�FRPSHWLWLYHQHVV�DQG�JHQHUDO� LQWHUHVW�GHFOLQH��7R�VRPH�H[WHQW� WKLV�KDV

DOUHDG\�KDSSHQHG�LQ�*KDQD�RYHU�WKH�WKUHH�$VVHPEO\�HOHFWLRQV�ZKLFK�KDYH�QRZ�EHHQ�KHOG�������������DQG

������ 7KH� WXUQRXW�� ZKLFK� LQ� WKH� ILUVW� HOHFWLRQV� UHIOHFWHG� UHDO� SXEOLF� HQWKXVLDVP� FRPSDUHG� WR� SUHYLRXV

ORFDO�HOHFWLRQV��GHFOLQHG�IURP����SHU�FHQW�LQ������WR����SHU�FHQW�LQ�������FOLPELQJ�EDFN�WR������SHU�FHQW�LQ

������ (YHQ� WKH� UHFRYHU\� LQ� ����� LV� WR� VRPH� H[WHQW� PLVOHDGLQJ� DV� LW� LV� D� IXQFWLRQ� RI� WKH� UHJLVWHUHG

HOHFWRUDWH��7KH�DEVROXWH�QXPEHU�RI�SHRSOH�YRWLQJ�LQ������ZDV�RQO\�PDUJLQDOO\�KLJKHU�WKDQ�LQ�������$QG

HOHFWHG�UHSUHVHQWDWLYHV�ZHUH�DOVR�VR�GLVLOOXVLRQHG�ZLWK�WKHLU�UROH�LQ������WKDW�RQO\�DERXW�RQH�WKLUG�VWRRG

DJDLQ��&URRN������

7KLUG��WKHUH�ZHUH�LQVWLWXWLRQDO�IDFWRUV�ZKLFK�SUHYHQWHG�HOHFWHG�PHPEHUV�IURP�SDUWLFLSDWLQJ�IXOO\� LQ

SROLF\�PDNLQJ� DQG� FRQWURO�RI� LPSOHPHQWDWLRQ� DQG� IURP�HVWDEOLVKLQJ� WKH� DFFRXQWDELOLW\�RI� JRYHUQPHQW�

DSSRLQWHG�RIILFLDOV� DQG� FLYLO� VHUYDQWV� WR� WKHPVHOYHV��7KH� HOHFWHG� OHDGHU� RI� WKH�$VVHPEO\�� WKH�3UHVLGLQJ

0HPEHU��KDG�QR�H[HFXWLYH�SRZHUV�DQG�ZDV�LQGHHG�H[FOXGHG�IURP�WKH�([HFXWLYH�&RPPLWWHH��,Q�DGGLWLRQ�

WKH�$VVHPEOLHV�ODFNHG�ERWK�WKH�SROLWLFDO�DQG�WKH�OHJDO�FDSDFLW\�WR�HVWDEOLVK�FRQWURO�RYHU�WKH�ILHOG�DJHQFLHV

RI� WKH� VXSSRVHGO\� GHFRQFHQWUDWHG� 0LQLVWULHV�� 7KLV� PHDQW� WKDW� ZKDWHYHU� WKHLU� OHYHO� RI� DZDUHQHVV� RI

SRSXODU�GHPDQGV��WKH\�RIWHQ�ODFNHG�WKH�PHDQV�WR�WUDQVODWH�WKRVH�GHPDQGV�LQWR�RXWSXWV�LQ�VXFK�DUHDV�DV

URDGV��ZDWHU�VXSSOLHV�RU�HOHFWULFLW\��7KH�JRYHUQPHQW�ZDV�WR�EODPH�IRU�PXFK�RI�WKLV�LQVRIDU�DV�LW�IDLOHG�IXOO\

WR�LPSOHPHQW�LWV�RZQ�GHFHQWUDOLVDWLRQ�SURJUDPPH�

,I� DOO� WKHVH� IDFWRUV� DUH� FRPELQHG�ZLWK� WKH� UHVRXUFH� FRQVWUDLQWV�� ERWK� DGPLQLVWUDWLYH� DQG� ILQDQFLDO�

ZKLFK�UHVXOWHG�IURP�WKH�FRLQFLGHQFH�RI�WKH�GHFHQWDOLVDWLRQ�SURJUDPPH�ZLWK�D�VHULHV�RI�6$3V��WKHQ�LW� LV

QRW�GLIILFXOW�WR�VHH�ZK\�WKH�GHYHORSPHQW�SHUIRUPDQFH�RI�WKH�$VVHPEOLHV�KDG�VXFK�OLWWOH�UHVSRQVLYHQHVV�WR

WKH�QHHGV�RI�WKH�SRRU�

2WKHU�FDVHV�ZKHUH�FHQWUDO�FRQWURO�KDV�XQGHUPLQHG�DFFRXQWDELOLW\

.HQ\D

.HQ\D·V� 'LVWULFW� )RFXV� IRU� 5XUDO� 'HYHORSPHQW� �')5'�� ZDV� LQDXJXUDWHG� LQ� ������ D� VWUDWHJ\� RI

GHFRQFHQWUDWLRQ�RI�FHQWUDO�PLQLVWU\�IXQFWLRQV�WR�WKH�GLVWULFWV��7KH�SXUSRUWHG�UDWLRQDOH�ZDV�WR�WXUQ�GLVWULFWV

LQWR�FHQWUHV�RI�GHYHORSPHQW�� DOORZLQJ� IRU�PRUH�HTXLWDEOH�GLVWULEXWLRQ�RI� UHVRXUFHV�� DQG� WR�SURYLGH� WKH

FLWL]HQU\�ZLWK�DYHQXHV�IRU�DFWLYH�SDUWLFLSDWLRQ�LQ�SODQQLQJ�DQG�LPSOHPHQWDWLRQ��'LVWULFW�OHYHO�SODQQLQJ�ZDV
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WR�EH�FDUULHG�RXW�E\�'LVWULFW�'HYHORSPHQW�&RPPLWWHHV�� FRPSRVHG�RI�GLVWULFW� OHYHO� FHQWUDO� JRYHUQPHQW

EXUHDXFUDWV��HOHFWHG�UHSUHVHQWDWLYHV��.$18��WKH�UXOLQJ�SDUW\��RIILFLDOV��DQG�UHSUHVHQWDWLYHV�IURP�VHOHFWHG

1*2V�DQG�RWKHU�GHYHORSPHQW�RUJDQLVDWLRQV��+RZHYHU��WKH�RYHUDOO�SROLWLFDO�EDFNJURXQG�LV�HTXDOO\��LI�QRW

PRUH�LPSRUWDQW��%\�������0RL�ZDV�UHVKDSLQJ�WKH�SROLWLFDO�V\VWHP�LQ�RUGHU�WR�UHVWRUH�OHJLWLPDF\�IROORZLQJ

WKH� ����� FRXS� DWWHPSW�� DQG� WR� IUDJPHQW� WKH� .LNX\X� KHJHPRQ\� IRVWHUHG� XQGHU� .HQ\DWWD� �1J·HWKH

����������

7KH�SDUWLFLSDWRU\�DQG�UHVSRQVLYHQHVV�UHFRUG�RI�WKLV�GHFRQFHQWUDWHG�V\VWHP�KDV�EHHQ�GLVPDO��'LUHFW

SDUWLFLSDWLRQ�FRQWLQXHV�WR�EH�DQ�LOOXVLRQ�LQ�.HQ\D��GHVSLWH�WKH�UKHWRULF�RI�WKH�'LVWULFW�)RFXV�SURJUDPPH�

7R�VD\�WKDW�RUGLQDU\�SHRSOH�SDUWLFLSDWH�LQ�PDNLQJ�GHFLVLRQV�LV�D�MRNH��WKH\�KDYH�WR�EH�JXLGHG�E\�WKH

¶HOLWH·� RU� DW� OHDVW� HQHUJLVHG� WR� SDUWLFLSDWH� ²�'LVWULFW� 2IILFLDO� LQ� WKH�0HUX�'LVWULFW� &RXQFLO·V� RIILFH

�1J·HWKH�����������

)XUWKHUPRUH�� HIIHFWLYH� UHSUHVHQWDWLRQ� RI� WKH� SRRU�� DQG� WKH� UHVSRQVLYHQHVV� RI� WKH� 'LVWULFW

'HYHORSPHQW�&RPPLWWHHV�ZHUH�DOVR�ORZ��JLYHQ�WKDW�HOHFWHG�UHSUHVHQWDWLYHV�GLG�QRW�DWWHPSW�WR�UHSUHVHQW

WKHLU�HOHFWRUDWH·V�ZLVKHV�EXW�UDWKHU�DWWHPSWHG�WR�SURPRWH�DQG�UHWDLQ�WKHLU�RZQ�SHUVRQDO�SROLWLFDO�VWDWXUH�

)HZ�'LVWULFW�'HYHORSPHQW�&RPPLWWHH�PHHWLQJV�DUH�KHOG��DQG�FKLHIV�FDQ�GHOHWH�SURMHFW�SURSRVDOV�WKH\�IHHO

DUH�¶LUUHOHYDQW·��ZLWKRXW�UHFRXUVH�WR�GHPRFUDWLF�SURFHGXUH��2YHUDOO��WKH�ORFDO�HOLWHV�ZLWK�SROLWLFDO�DPELWLRQV

UHPDLQ� LQ�FRQWURO�RI�SDUWLFLSDWRU\�PHFKDQLVPV�DQG�LQVWLWXWLRQV��1J·HWKH��������7KLV� LV�QRWKLQJ�QHZ��,Q

.HQ\D��ORFDO�SDUWLFLSDWLRQ�KDV�WUDGLWLRQDOO\�EHHQ�OLPLWHG�WR�DUUDQJHPHQWV�IRU�REWDLQLQJ�JUHDWHU�FRPSOLDQFH

ZLWK�FHQWUDO�JRYHUQPHQW�SROLFLHV��5RQGLQHOOL����������²����

7KH� HYROXWLRQ� RI�'LVWULFW� )RFXV� LV� SDUW� RI� WKH� SHUVRQDOLVDWLRQ� DQG� DQWL�LQVWLWXWLRQDOLVDWLRQ� RI� WKH

SROLWLFDO�SURFHVV� LQ�.HQ\D� �1J·HWKH������������5DWKHU� WKDQ�SURPRWLQJ�SDUWLFLSDWLRQ� LQ� ORFDO�JRYHUQDQFH

DQG� HTXLWDEOH� GLVWULEXWLRQ� RI� UHVRXUFHV� EHWZHHQ� GLVWULFWV�� 3UHVLGHQW� 0RL� XVHG� WKH� 'LVWULFW� )RFXV

SURJUDPPH�WR�UHVWUXFWXUH�WKH�UHJLRQDO�SROLWLFDO�VXSSRUW�EDVH�LQ�KLV�IDYRXU��+RZHYHU��GHFHQWUDOLVDWLRQ�KDV

UHVXOWHG�LQ�PRUH�PRQH\�JRLQJ�WR�SRRUHU�DUHDV��DOWKRXJK�WKLV�UHGLVWULEXWLRQ�ZDV�EDVHG�RQ�WKH�SROLWLFDO�ORJLF

RI�HWKQLF�FRQIOLFW�LQ�.HQ\D��UDWKHU�WKDQ�HTXLW\�FRQFHUQV��%DUNDQ�DQG�&KHJH����������²����

1LJHULD

'HPRFUDWLF� GHFHQWUDOLVDWLRQ� LQ� 1LJHULD� KDV� SURFHHGHG� RQ� D� VWRS�VWDUW� EDVLV� VLQFH� WKH� ����V�� ,QLWLDOO\�

GHFHQWUDOLVDWLRQ� ZDV� DQ� H[HUFLVH� LQ� VWUHQJWKHQLQJ� IHGHUDO� JRYHUQPHQW� SRZHU�� XVLQJ� WKH� GHYROXWLRQ� RI

SRZHU�WR� ORFDO�FRXQFLOV�WR�XQGHUPLQH�HWKQR�UHJLRQDO�EORFV�DW�WKH�VWDWH� OHYHO��(OHFWHG� ORFDO�JRYHUQPHQWV

ZHUH�LQWURGXFHG�E\�WKH�PLOLWDU\�UHJLPH�LQ�������DQG�UHQHZHG�XQGHU�WKH�3UHVLGHQF\�RI�%DEDQJLGD�LQ������

DIWHU� WKH� VWDWH� JRYHUQPHQWV� LQ� WKH� FLYLOLDQ� 6HFRQG� 5HSXEOLF� �����²������ KDG� XQGHUPLQHG� WKH� HDUOLHU

UHIRUPV� �*ER\HJD� ������� 0LOLWDU\� JRYHUQPHQWV� VLQFH� ����� KDYH� FRQWLQXHG� WR� JLYH� ORFDO� JRYHUQPHQW

JUHDWHU�DXWRQRP\� LQ� UHODWLRQ� WR� VWDWH�JRYHUQPHQWV�²� VWDWH� FRQWURO� DQG�PRQLWRULQJ�RI� ORFDO�JRYHUQPHQW

ZDV�JLYHQ�RYHU�WR�)HGHUDO�DJHQFLHV��DQG�ODUJH�LQFUHDVHV�LQ�GLUHFW�)HGHUDO�IXQGLQJ��ZKLFK�QRZ�DFFRXQW�IRU

���SHU�FHQW�RI�ORFDO�UHYHQXHV��ZHUH�DZDUGHG��$ZRWXNXQ��������%\�WKH�HQG�RI�WKH�����V�ORFDO�DXWKRULWLHV
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ZHUH� DFWLQJ� DV� DJHQWV� IRU� WKH� LPSOHPHQWDWLRQ� RI� PDMRU� IHGHUDO� SURJUDPPHV� XQGHU� WKH� FRQWURO� RI� WKH

)HGHUDO�'LUHFWRUDWH�RI�)RRG��5RDGV��DQG�5XUDO�,QIUDVWUXFWXUH��2ORZX��������7KLV�ZDV�DFFRPSDQLHG�E\�DQ

LQFUHDVLQJ� IUDJPHQWDWLRQ� RI� WKH� V\VWHP�� IURP� ���� WR� ���� ORFDO� DXWKRULWLHV�� 7KHVH� FKDQJHV� VHUYHG� WZR

SXUSRVHV��ILUVW��WKH\�LQ�HIIHFW�LQFUHDVHG�WKH�GHJUHH�RI�FHQWUDOLVDWLRQ�LQ�WKH�V\VWHP��2ORZX������������DQG

ZHDNHQHG�SRWHQWLDO�SROLWLFDO�FKDOOHQJHV��DQG��VHFRQG�� WKH\� LQFUHDVHG� WKH�DPRXQW�RI�SDWURQDJH�EHLQJ� IHG

GRZQ�WR�ORFDO�HOLWHV�ZKR�VXSSRUWHG�WKH�PLOLWDU\�

)ROORZLQJ�WKH�$EDFKD�FRXS�RI�������WKH�UROH�RI�ORFDO�JRYHUQPHQW�DV�UHSUHVHQWDWLYH�RU�SDUWLFLSDWRU\

LQVWLWXWLRQV� GLPLQLVKHG� DJDLQ�� IROORZLQJ� D� IXUWKHU�PLOLWDU\� UHSUHVVLRQ� DQG� WLJKWHQLQJ� RI� FHQWUDO� FRQWURO�

7KH�FXUUHQW�SURFHVV�RI�GHPRFUDWLVDWLRQ�PD\�UHVXOW��KRZHYHU��LQ�D�UHYLWDOLVDWLRQ�RI�ORFDO�JRYHUQPHQW�

3DUWLFLSDWLRQ�E\�WKH�SRRU

2QH�GHWDLOHG�VWXG\�VKRZV�WKH�ODFN�RI�UHDO�SDUWLFLSDWLRQ�LQ�GHFLVLRQ�PDNLQJ��ZKHWKHU�GLUHFW�RU�LQGLUHFW��LQ

SULPDU\�KHDOWK�FDUH��3+&���HYHQ�WKRXJK�UHVSRQVLELOLW\�ZDV�GHYROYHG�WR�HOHFWHG�RIILFLDOV�DW�WKH�ORFDO�OHYHO�

,W�ZDV�H[SHFWHG�WKDW�WKH�UHIRUP�ZRXOG�UHVXOW�LQ�LPSURYHG�DFFHVV�IRU�SRRU�DQG�UXUDO�SHRSOH��EXW�LQ�WHUPV

RI�SDUWLFLSDWLRQ�DQG�JUDVVURRWV� LQYROYHPHQW�� OLWWOH�XVH�ZDV�PDGH�RI�FRPPXQLW\�RUJDQLVDWLRQV�� DQG�ERWK

WKH�3+&�RIILFH�DQG�FRPPXQLW\�KHDOWK�FRPPLWWHHV�ZHUH�KDSKD]DUG�DQG�GLVRUJDQLVHG��7KHUH�ZDV�GHFOLQLQJ

FRQILGHQFH�LQ�ORFDO�KHDOWK�FRPPLWWHHV��DV�WKHUH�ZHUH�GRXEWV�WKDW�WKHLU�GHOLEHUDWLRQV�DQG�UHFRPPHQGDWLRQV

ZHUH�EHLQJ�WDNHQ�VHULRXVO\��2YHUDOO��ORFDO�UHVLGHQWV�VDZ�3+&�DV�XQUHOLDEOH��LQHIIHFWLYH�DQG�XQUHVSRQVLYH�WR

WKHLU�QHHGV��,Q�DGGLWLRQ��FRXQFLOORUV�ZHUH�XQDZDUH�RI�WKH�KHDOWK�QHHGV�RI�FRQVWLWXHQWV��KDG�OLWWOH�FRQWDFW

ZLWK�FRPPXQLWLHV��DQG�KDG�OLWWOH�NQRZOHGJH�RI�KHDOWK�SODQV�DQG�DFWLYLWLHV��&RPPXQLW\�DZDUHQHVV�RI�WKH

3+&� V\VWHP� DQG� RUJDQLVDWLRQ� ZDV� PLQLPDO�� RFFDVLRQDOO\� QRQ�H[LVWHQW�� DQG� E\� ����� WKHUH� ZDV� OLWWOH

HYLGHQFH�RI�DQ�DFWLYH�SROLWLFDO�SURFHVV�RU�GHEDWH��:XQVFK�DQG�2ORZX�����²�����²����

(OHFWRUDO�SDUWLFLSDWLRQ�PLJKW�KDYH�RIIHUHG�VRPH�GHJUHH�RI�DFFHVV�IRU�WKH�SRRU��EXW�ZKLOVW� WKH� ORFDO

HOHFWLRQV� RI� ����� FODLPHG� DQ� LPSURYHG� WXUQRXW� RI� DURXQG� ��� SHU� FHQW�� WKLV� ILJXUH� FRQFHDOV� HQRUPRXV

UHJLRQDO�DQG�ORFDO�YDULDWLRQV�²�IRU�H[DPSOH��WKH�ILJXUH�LQ�/DJRV�ZDV�RQO\����SHU�FHQW�²�DQG�LV��PRUHRYHU�

RI�GXELRXV�UHOLDELOLW\��GXH�WR�PDODGPLQLVWUDWLRQ�DQG�LQIODWHG�UHJLVWUDWLRQV��-LQDGX�DQG�(GRK��������7KXV

ZKLOH�HOHFWRUDO�SDUWLFLSDWLRQ�PD\�KDYH�LPSURYHG�D�OLWWOH��WKH�SDWWHUQ�RI�HYHQWV�LQ�1LJHULD�GXULQJ�WKH�����V

SUREDEO\�XQGHUPLQHG�SDUWLFLSDWLRQ�VWLOO�IXUWKHU�

$FFRXQWDELOLW\�DQG�UHVSRQVLYHQHVV

8QWLO� WKH�GHDWK�RI�$EDFKD��DQG�WKH�GHPRFUDWLF� UHQHZDO� WKDW�KDV�RFFXUUHG�VLQFH�� WKH�SURJQRVLV� IRU� ORFDO

JRYHUQPHQW�ZDV�JORRP\��$������VXPPDU\�RI�WKH�VWDWXV�RI�ORFDO�JRYHUQPHQW�VWDWHG�WKDW�ORFDO�JRYHUQPHQW

DFFRXQWDELOLW\�KDG�EHHQ�ZHDNHQHG�XQGHU�WKH�$EDFKD�UHJLPH��DQG�XQGHUPLQHG�IXUWKHU�E\�WKH�UHOXFWDQFH�RI

VRPH�ORFDO�JRYHUQPHQWV�WR�WD[��VR�WKDW�IHZ�TXHVWLRQV�FRXOG�EH�DVNHG�ORFDOO\�DERXW�PRQH\��2ORZX������

������$�PDMRU�SUREOHP�ZDV� WKH�XQUHVWUDLQHG�SRZHU�RI� WKH� ¶3UHVLGHQWLDO·� VW\OH� FKDLUPHQ�ZKR�� VLQFH� WKH

����� FKDQJHV� KDG� EHHQ� DEOH� WR� DSSRLQW� WKHLU� RZQ� WHDP� RI� ¶6XSHUYLVRU\� &RXQFLOORUV·� �HDFK� ZLWK

DGPLQLVWUDWLYH� SRUWIROLRV�� DQG� WKH� FKLHI� DGPLQLVWUDWRU� RI� WKH� FRXQFLO�� /RFDO� JRYHUQPHQW� VWDII� ZHUH� VR

DSSDOOHG�DW�WKH�SURVSHFW�RI�EHLQJ�WUDQVIRUPHG�LQWR�ZKROO\�ORFDOO\�HPSOR\HG�VWDII��XQGHU�WKH�FRQWURO�RI�WKH
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H[HFXWLYH�FKDLUPDQ��WKDW�7UDGH�8QLRQ�DFWLRQ�DQG�RWKHU�SUHVVXUH�SHUVXDGHG�WKH�JRYHUQPHQW�WR�UHYHUVH�LWV

SURSRVHG� DEROLWLRQ� RI� WKH� /RFDO� *RYHUQPHQW� 6HUYLFH� &RPPLVVLRQ� �$ZRWXNXQ� �������0RVW� REVHUYHUV

DJUHH�WKDW�WKH�1LJHULDQ�FKDLUPHQ�KDYH�D�UHSXWDWLRQ�IRU�EHKDYLRXU�ZKLFK�LV�FRUUXSW��GLFWDWRULDO�DQG�ODFNLQJ

HYHQ�¶PLQLPDO·�FRQVXOWDWLRQ�ZLWK�SRSXODU�RSLQLRQ��2ORZX�������*ER\HJD�������$ZRWXNXQ��������$V�WKH\

RZH�WKHLU�SRZHU�WR�)HGHUDO�SDWURQDJH��&RXQFLOV�KDYH�EHHQ�XQDEOH�WR�H[HUFLVH�DQ\�UHVWUDLQLQJ�LQIOXHQFH�RQ

WKHP� DQG� DV� FRQVHTXHQFH� KDYH� EHJXQ� WR� DEXVH� WKH� LPSHDFKPHQW� SURFHVV�� IRU� LQVWDQFH� LQ� DQ� HIIRUW� WR

LQIOXHQFH�WKH�DOORFDWLRQ�RI�UHVRXUFHV��$ZRWXNXQ��������7KHVH�FRQIOLFWV�KDYH�OHG�WR�WKH�SDUDO\VLV�RI�PDQ\

FRXQFLOV�

7KHUH� DUH�� KRZHYHU�� VRPH� VXFFHVV� VWRULHV�� GHPRQVWUDWLQJ� D� GHJUHH� RI� UHVSRQVLYHQHVV�� 2QLWVKD� ORFDO

JRYHUQPHQW�� LQ�$QDPEUD�VWDWH�� LV� VDLG� WR�SURYLGH� WDQJLEOH�VHUYLFHV� IRU� LWV� FLWL]HQV�� ,WV� VXFFHVV� LV�GXH� WR

ZHOO�HVWDEOLVKHG�FRPPHUFH��D�JRRG�UHODWLRQVKLS�EHWZHHQ�WKH�ORFDO�JRYHUQPHQW�DQG�WKH�VWDWH�JRYHUQPHQW�

WKH�FRQWLQXLW\�RI�WKH�ORFDO�JRYHUQPHQW��DQG�JRRG�UHODWLRQV�ZLWK�WKH�SHRSOH��,Q�SDUW�WKLV�LV�KHOSHG�E\�WKH

IDFW�WKDW�WKH�ORFDO�FRPPXQLW\�KDV�VLJQLILFDQW� ¶YRLFH·��EHLQJ�DEOH�WR� LQIOXHQFH�WKH�FKRLFH�RI� ORFDO�RIILFLDOV

�2ORZX���������²�����+RZHYHU��LW�DSSHDUV�WKDW�VXFK�H[DPSOHV�DUH�WKH�H[FHSWLRQ�UDWKHU�WKDQ�WKH�UXOH��DV

WKH� V\VWHP� RI� GLUHFW� SRSXODU� HOHFWLRQ� RI� SUHVLGHQWLDO� VW\OH� FKDLUPHQ� KDV� QRW� UHVXOWHG� LQ� DQ\� JUHDWHU

DFFRXQWDELOLW\�

/RFDO� JRYHUQPHQWV� LQ� 1LJHULD� DUH� QRW� DFFRXQWDEOH�� ZKHWKHU� XSZDUG� ²� WR� RUJDQLVDWLRQDO� RU

JRYHUQPHQWDO� VXSHULRUV� ²� RU� GRZQZDUG� ²� WR� FOLHQWV� RU� FLWL]HQV�� ,Q� WKH� VSHFLILF� FDVH� RI� WKH� 3+&

SURJUDPPH��GRZQZDUG�DFFRXQWDELOLW\�ZDV�ZHDN�EHFDXVH�RI�WKH�ODFN�RI�ORFDO�RUJDQLVDWLRQV�DQG�DZDUHQHVV

RI� WKH� SURJUDPPH�� DQG� WKH� ZHDNQHVV� RU� DEVHQFH� RI� D� YLDEOH� DQG� DFWLYH� SROLWLFDO� SURFHVV� DW� ORFDO

JRYHUQPHQW�OHYHO��,Q�DGGLWLRQ��WKHUH�ZDV�D�ODFN�RI�ORFDO�IXQGLQJ�IRU�ORFDO�JRYHUQPHQW�DQG�QR�FXOWXUH�RI

FOLHQW�UHVSRQVLYHQHVV��6RPH�VFKRODUV�DUJXH�WKDW�WKH�UHDO�SUREOHP�ZDV�ODFN�RI�UHDO�GHYROXWLRQ�RI�SRZHU�LQ

1LJHULD�� DOWKRXJK� LW� FRXOG� HTXDOO\� ZHOO� EH� DUJXHG� WKDW� WKH� ODFN� RI� DQ\� YLDEOH� VWUXFWXUHV� RI� OHJDO� DQG

ILQDQFLDO� DXGLWLQJ� E\� VWDWH� RU� IHGHUDO� JRYHUQPHQWV� ZDV� DW� OHDVW� DV� LPSRUWDQW� �:XQVFK� DQG� 2ORZX

����²�������

��� 6RFLDO�DQG�HFRQRPLF�RXWSXWV�±�SRVLWLYH�FDVHV

:HVW�%HQJDO�DQG�.HUDOD�±�WKH�LPSRUWDQFH�RI�SUR�SRRU�FHQWUDO�JRYHUQPHQW

3UR�SRRU�JURZWK

'HPRFUDWLF� GHFHQWUDOLVDWLRQ� LQ� :HVW� %HQJDO�� ZKHQ� FRPELQHG� ZLWK� ODQG� UHGLVWULEXWLRQ�� VKDUHFURSSHU

SURJUDPPHV�� DQG� WKH� SRSXODU� PRELOLVDWLRQ� SURJUDPPHV� RI� WKH� /HIW� )URQW� KDV� UHVXOWHG� LQ� VLJQLILFDQW

EHQHILWV� WR� WKH�SRRU��:HVW�%HQJDO� UHPDLQV�RQH�RI� WKH�SRRUHVW�RI�,QGLDQ�VWDWHV�� UDQNLQJ� VHFRQG�RQO\� WR

%LKDU� LQ� WKH� LQFLGHQFH�RI� UXUDO�SRYHUW\� �(FKHYHUUL�*HQW��������������7KH�PDWHULDO� FKDQJHV� LQ� WKH� VWDWH

VLQFH�WKH�HOHFWLRQ�RI�WKH�/HIW�)URQW�JRYHUQPHQW�DUH�FRQVLGHUDEOH��SDUWLFXODUO\� LQ�DJULFXOWXUDO�SURGXFWLRQ

DQG�LQ�WKH�SURYLVLRQ�RI�LQIUDVWUXFWXUH��:HEVWHU�������������7KH�FRQWLQXLQJ�KLJK�OHYHOV�RI�VXSSRUW�IRU�WKH

/HIW�)URQW�JRYHUQPHQW�FDQ�DOVR�EH�XVHG�DV�D�\DUGVWLFN�IRU�LWV�VXFFHVV��:HEVWHU�������������,Q�RQH�VXUYH\�
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WKH�RYHUZKHOPLQJ�PDMRULW\�RI�PDOH�LQWHUYLHZHHV�IURP�SRRUHU�KRXVHKROGV�SHUFHLYH�WKH�SDQFKD\DWV�WR�KDYH

KDG�D�SRVLWLYH�LPSDFW��DOWKRXJK�WKH�UHVSRQVH�IURP�IHPDOH�LQWHUYLHZHHV�ZDV�DPELJXRXV���WKH�QXPEHUV�RI

UHVSRQGHQWV� VD\LQJ� WKHUH� KDG� EHHQ� QR� FKDQJH� EHLQJ� DSSUR[LPDWHO\� HTXDO� WR� WKRVH� ZKR� SHUFHLYHG

VXEVWDQWLDO�EHQHILWV��:HEVWHU������������

$Q\� DVVHVVPHQW� RI� WKH� HIIHFW� RI� GHFHQWUDOLVHG� LQVWLWXWLRQV� LQ�:HVW� %HQJDO� PXVW� DFNQRZOHGJH� WKH

JHQHUDO�SROLWLFDO�FRQWH[W�RI�WKH�&3,�0�·V�GHYHORSPHQW�VWUDWHJLHV��0DQ\�RI�WKH�DVFULEHG�EHQHILWV�DUH�RQO\

LQGLUHFW�UHVXOWV�RI�GHFHQWUDOLVDWLRQ��DV�WKH�3DQFKD\DWL�5DM�UHIRUPV�ZHQW�DORQJVLGH�WKH�UHVWUXFWXULQJ�RI�WKH

DJUDULDQ� SROLWLFDO� HFRQRP\�� LQ� SDUWLFXODU�� WKH� VKDUHFURSSHU� SURJUDPPHV� �2SHUDWLRQ� %DUJD�� DQG� WKH

UHGLVWULEXWLRQ� RI� ODQG�� 6HYHUDO� DXWKRUV� DJUHH� WKDW� WKLV� FRPELQDWLRQ� RI� UHIRUPV� KDV� UHVXOWHG� LQ� DQ

LPSURYHPHQW� LQ� :HVW� %HQJDO·V� DJULFXOWXUDO� SHUIRUPDQFH19� �6DQ\DO�� %LVZDV� DQG� %DUGKDQ� ������ %DJFKL

�������ZLWK�:HVW�%HQJDO·V�DJULFXOWXUDO�VHFWRU�JURZLQJ�IDVWHU�WKDQ�RWKHU�HDVWHUQ�,QGLDQ�VWDWHV��DOO�RI�ZKLFK

KDG� H[SHULHQFHG� JURZWK�� EHWZHHQ� ����� DQG� ����� �5DZDO� DQG� 6ZDPLQDWKDQ� ������� )XUWKHUPRUH�� WKLV

JURZWK�KDV�KDG� D�SRVLWLYH� HIIHFW� RQ� SRYHUW\� �*KRVK� �������$V�&KDWWHUMHH� ������� QRWHV�� DIWHU� D� FDUHIXO

DQDO\VLV�RI�3ODQQLQJ�&RPPLVVLRQ�DQG�([SHUW�*URXS�GDWD�RQ�SRYHUW\�OHYHOV�EHWZHHQ������DQG�����²��

%RWK� WKH� SHUFHQWDJH� RI� SRRU� DQG� WKH� QXPEHU� RI� SRRU� LQ� UXUDO�:HVW� %HQJDO� KDV� GHFOLQHG� VKDUSO\

GXULQJ�WKH�����V�«�WKLV�GHFOLQH�LV�ODUJHO\�GXH�WR�D�FRPELQDWLRQ�RI�WHFKQRORJ\�LQGXFHG�SURGXFWLYLW\

XSVXUJH�LQ�DJULFXOWXUDO�SURGXFWLRQ��DQG�LQVWLWXWLRQDO�UHIRUPV�OLNH�RSHUDWLRQ�EDUJD��ODQG�UHGLVWULEXWLRQ

DQG�GHFHQWUDOLVHG�SODQQLQJ�WKURXJK�HOHFWHG�SDQFKD\DWV��&KDWWHUMHH�������������

,W�DSSHDUV�QRZ�WKDW�WKH�&3,�0��LV�D�YLFWLP�RI�LWV�RZQ�VXFFHVV��DV�HFRQRPLF�VXFFHVV�DQG�SDUWLFLSDWLRQ�LQ

GHFHQWUDOLVHG� LQVWLWXWLRQV�KDYH� FRQWULEXWHG� WR� D�GLVVDWLVIDFWLRQ�ZLWK� WKH� SDFH� RI� SURJUHVV� DPRQJ� D� QHZ

JHQHUDWLRQ�RI�UXUDO�PLGGOH�FODVV��DQG�KHQFH�WKH�&3,�0��KDV�ORVW�D�ORW�RI�HOHFWRUDO�JURXQG�DW�YLOODJH� OHYHO

�(3:�������

$� SDUDOOHO� H[DPSOH� LV� HPHUJLQJ� LQ� .HUDOD�� ZKHUH� D� /HIWLVW� JRYHUQPHQW� KDV� EHHQ� LPSOHPHQWLQJ� D

KLJKO\�SDUWLFLSDWRU\�SURJUDPPH�RI�GHFHQWUDOLVHG�SODQQLQJ�VLQFH�������ZLWK����SHU�FHQW�RI�VWDWH�EXGJHWV

GHYROYHG�WR�WKH�ORFDO� OHYHO��7KHUH�KDYH�EHHQ�VRPH�SRVLWLYH�RXWFRPHV�DOUHDG\�� LQFOXGLQJ�D�GHFOLQH� LQ�WKH

SUHYDLOLQJ� F\QLFLVP� WRZDUGV� GHYHORSPHQW� DFWLYLWLHV� �'DWWD� ������� ,Q� RQH� YLOODJH��PDVV�PRELOLVDWLRQ� IRU

GHFHQWUDOLVHG� SODQQLQJ� KDV� JLYHQ� ¶ZLQGIDOO� UHVXOWV·�� WKURXJK� LQFUHDVHG� DJULFXOWXUDO� H[WHQVLRQ� UHVXOWLQJ� LQ

LPSURYHG� SURGXFWLYLW\� �%DQG\RSDGK\D\� ������ ������� $V� D� UHVXOW�� WKHUH� LV� D� GHJUHH� RI� RSWLPLVP

VXUURXQGLQJ�WKH�SRWHQWLDO�IRU�SRVLWLYH�SRYHUW\�DOOHYLDWLRQ�RXWFRPHV�LQ�.HUDOD��+RZHYHU��WKHUH�DUH�QR�LQ�

GHSWK�VWXGLHV�RI�SRYHUW\�RXWFRPHV��DQG�DQ\�LPSURYHPHQWV�PD\�EH�XQGHUPLQHG�E\�ILVFDO�FULVHV�LQ�.HUDOD�

DV�WKH�VWDWH·V�LQGXVWULDO�VHFWRU�LV�LQ�GHFOLQH��DQG�WKH�HFRQRP\�LV�VWDJQDQW�

�����������������������������������������������������
�� $QQXDO�DJULFXOWXUDO�JURZWK�IRU�WKH�SHULRG�����²���ZDV������SHU�FHQW��ZKHUHDV�EHWZHHQ�����²��DQG�����²��LW�LV

HVWLPDWHG� DW� ���� SHU� FHQW� �6DQ\DO�� %LVZDV� DQG� %DUGKDQ� ������� +DUULV� ������� SOD\V� GRZQ� RI� WKH� UROH� RI
LQVWLWXWLRQDO� IDFWRUV� LQ� WKLV� LPSURYHPHQW�� VWDWLQJ� WKDW� WKH� PDLQ� FDXVH� ZDV� LPSURYHPHQWV� LQ� LUULJDWLRQ
WHFKQRORJ\��+RZHYHU�� 6DQ\DO� HW� DO�� FRQFOXGH� WKDW�� DOWKRXJK� GLIILFXOW� WR�PHDVXUH� H[DFWO\�� LQVWLWXWLRQDO� UHIRUPV
PXVW�KDYH�KDG�DQ�HIIHFW�RQ�EUHDNLQJ�:HVW�%HQJDO·V�¶DJUDULDQ�LPSDVVH·�
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6RFLDO�HTXLW\

7KH� UHIRUPV� KDYH� PHDQW� WKDW� HOHFWHG� LQVWLWXWLRQV� DUH� QRZ� UHVSRQVLEOH� IRU� JRYHUQPHQW� GHYHORSPHQW

SURJUDPPHV��DQG�WKDW�WKH�EHQHILWV�RI�VXFK�SURJUDPPHV�KDYH�JRQH�WR�WKH�SRRUHVW��,Q�RQH�FDVH�VWXG\����

SHU� FHQW�RI�EHQHILFLDULHV�RI�RQH�QDWLRQDO�ZRUNV� SURJUDPPH�ZHUH� IURP� WKH� 6&7V� �:HEVWHU� ������ �����

+RZHYHU��WKHUH�DUH�DOOHJDWLRQV�WKDW�WKH�EHQHILWV�RI�ZRUNV�SURJUDPPHV�WHQGHG�WR�JR�WR�&3,�0��PHPEHUV

�:HVWHUJDDUG���������²�����DOWKRXJK�WKLV�GRHV�QRW�VTXDUH�HDVLO\�ZLWK�WKH�QRQ�FRUUXSW� UHSXWDWLRQ�RI� WKH

/HIW�)URQW�DQG�&3,�0���:HEVWHU���������²����

+RZHYHU�� WKHUH� DUH� FULWLFLVPV� WKDW� WKH�:HVW�%HQJDO� UHIRUP�SURJUDPPH� GLG� QRW� JR� IDU� HQRXJK� LQ

DOOHYLDWLQJ� SRYHUW\�� $OWKRXJK� WKH� ODQGOHVV� DQG� ODQG�SRRU� ZHUH� WKH� PDLQ� EHQHILFLDULHV� RI� JRYHUQPHQW

SROLFLHV�²�LQGHHG�QR�ELJ�RU�PLGGOH�IDUPHUV�UHFHLYHG�EHQHILWV�IURP�JRYHUQPHQW�FUHGLW�SURJUDPPHV�²�WKH

UHVRXUFHV�SURYLGHG�ZHUH�LQVXIILFLHQW��DQG�WKH�SRRU��SDUWLFXODUO\�VKDUHFURSSHUV��DUH�PDLQO\�GHSHQGHQW�RQ

ODQG�RZQHUV��$V�:HVWHUJDDUG�DUJXHV��LQ�D�VLWXDWLRQ�RI�VXFK�H[WUHPH�ODQG�VFDUFLW\�DQG�SDXSHULVDWLRQ��DQ\

LPSURYHPHQW�UHTXLUHV�D�IXQGDPHQWDO�WUDQVIRUPDWLRQ�RI�DJULFXOWXUDO�SURGXFWLRQ�DQG�WKH�GHYHORSPHQW�RI

DQ� LQGXVWULDO� VHFWRU� �:HVWHUJDDUG� ������ ����� 2WKHU� FULWLFV� SRLQW� RXW� WKDW� WKH� JRYHUQPHQW� FUHGLW

SURJUDPPHV� LQ� :HVW� %HQJDO� IDLOHG� WR� UHDFK� ZRPHQ� DQG� WKH� ODQGOHVV� �:HEVWHU� ������ ������ 6LPLODUO\�

DOWKRXJK�WKH�SDQFKD\DWV�KDYH�EHHQ�PXFK�EHWWHU�DW�FR�RUGLQDWLQJ�UHOLHI�ZRUN��IROORZLQJ�QDWXUDO�GLVDVWHUV

VXFK�DV�IORRGV�RU�GURXJKWV��WKLV�LV�FULWLFLVHG�IURP�ZLWKLQ�WKH�&3,�0���DV�D�PRYH�DZD\�IURP�DGGUHVVLQJ�WKH

VWUXFWXUDO� LVVXHV� WKDW� FDXVH� YXOQHUDELOLW\� �:HEVWHU� ������ ����� 7KLV� LV� SDUW� RI� D� GHEDWH� FRQFHUQLQJ� WKH

&3,�0��RYHUDOO�SROLWLFDO� VWUDWHJ\�� DV� WKH�DSSURDFK�KDV�KDG� WR�EH� VRIWHQHG� WR�PDLQWDLQ� HOHFWRUDO� VXSSRUW

�:HEVWHU����������²���

+XPDQ�GHYHORSPHQW

7KHUH� LV� VRPH�� DOEHLW� OLPLWHG� HYLGHQFH� RI� LPSURYHG� KXPDQ� GHYHORSPHQW� LQGLFDWRUV� LQ� :HVW� %HQJDO�

%KDWWDFKDU\D�QRWHV�WKDW�WKH�VWDWH·V�+XPDQ�'HYHORSPHQW�,QGH[�LPSURYHG�VOLJKWO\�EHWZHHQ������DQG������

DQG�WKH�H[WHQW�RI�GHSULYDWLRQ��UHODWLYH�WR�RWKHU�VWDWHV�DOVR�GHFUHDVHG��%KDWWDFKDU\D��������2WKHU�VWXGLHV

KDYH�VKRZQ�WKDW�WKH�SRRU�WKHPVHOYHV�SHUFHLYH�WKDW�WKH\�QRZ�KDYH�JUHDWHU�KXPDQ�GLJQLW\��KDYLQJ�JUHDWHU

DFFHVV�WR�WKH�V\VWHPV�RI�MXVWLFH�DQG�WR�DGPLQLVWUDWLYH�V\VWHP��VRPHWLPHV�WR�WKH�H[FOXVLRQ�RI�WKH�ZHDOWK\

�/LHWHQ�����������²�����:HEVWHU�VKRZV�WKDW�YLOODJHUV�WKHPVHOYHV�VDZ�LPSURYHPHQWV� LQ�WKH�SURYLVLRQ�RI

ZDWHU��:HEVWHU�������������6LQFH�������ZKHQ�WXEHZHOOV�ZHUH�VKDOORZ�DQG�WKH�XSSHU�FDVWHV�KDG�SULYLOHJHG

DFFHVV�� WKH� WXEHZHOOV�KDYH�EHHQ�GXJ� WKUHH� WLPHV�GHHSHU��JHQHUDO� DFFHVV�KDV� LPSURYHG��PRVW�ZHOOV�EHLQJ

ZLWKLQ�ZDONLQJ�GLVWDQFH��DQG�WKHUH�LV�D�GHFUHDVHG�OLNHOLKRRG�RI�ZDWHU�ERUQH�GLVHDVH��:HEVWHU�������

7KH�SDUDOOHO�H[DPSOH�RI�.HUDOD�SURYLGHV�D�FDXWLRQDU\�QRWH�LQ�WKLV�UHJDUG��7KH�.HUDODQ�GHYHORSPHQW

PRGHO�KDV�DOUHDG\�HVWDEOLVKHG� LWV�VXFFHVV��ZLWK�D�KLJK� OHYHO�RI� IHPDOH� OLWHUDF\�� LQFUHDVHG� OLIH� H[SHFWDQF\�

UHGXFHG� LQIDQW� PRUWDOLW\� DQG� GHFUHDVHG� GRPHVWLF� IHUWLOLW\� �'DWWD� ������� ,W� VKRXOG� EH� QRWHG� WKDW� WKHVH

DFKLHYHPHQWV� SUH�GDWH� WKH� SURJUDPPH� RI� GHFHQWUDOLVHG� SODQQLQJ�� DQG� DUH� QRW� QHFHVVDULO\� OLQNHG� WR

GHFHQWUDOLVDWLRQ�� )XUWKHUPRUH�� DV� SRLQWHG� RXW� DERYH�� DQ\� LPSURYHPHQWV� LQ� VRFLDO� LQGLFDWRUV� PD\� EH

XQGHUPLQHG�E\�ILVFDO�FULVHV�



��

6SDWLDO�HTXLW\

2YHUDOO� HYLGHQFH� LV� ODFNLQJ�� EXW� LW� DSSHDUV� WKDW� GHFHQWUDOLVDWLRQ� LQ�:HVW�%HQJDO� KDV� QRW� KDG� D� XQLIRUP

LPSDFW� DFURVV� WKH� VWDWH�� 7KH� VWDWH� JRYHUQPHQW·V� -RLQW� 'LUHFWRU� RI� 3DQFKD\DWL� 5DM�� DUJXHG� WKDW�� ZKLOH

GHFHQWUDOLVDWLRQ�KDG�EHHQ�VXFFHVVIXO�LQ�ILYH�GLVWULFWV��WKHUH�KDG�EHHQ�SUREOHPV�LQ�RWKHU�GLVWULFWV��:HEVWHU

������������+RZHYHU��PRVW�RI�WKH�HYLGHQFH�LV�EDVHG�RQ�VPDOO�VDPSOHV��PDLQO\�LQ�WKH�PRUH�FHQWUDO�GLVWULFWV�

DQG�WKXV�WKHUH�LV�QR�FRQFOXVLYH�GDWD�RQ�WKH�VSDWLDO�LPSDFW�RI�GHFHQWUDOLVDWLRQ�

%UD]LO�±�V\QHUJ\�EHWZHHQ�ORFDO�DQG�FHQWUDO�JRYHUQPHQW

7KH� ����� &RQVWLWXWLRQ� JUDQWHG� DQ� XQSDUDOOHOHG� GHJUHH� RI� DXWRQRP\� WR� ORFDO� JRYHUQPHQW� ZLWKLQ� WKH

IHGHUDO� V\VWHP��1LFNVRQ������������� ,Q����������SHU�FHQW�RI� WRWDO�QDWLRQDO� UHYHQXH�ZDV� UHWDLQHG�E\� WKH

VWDWHV��DQG�RI�WKH�UHPDLQGHU��KDOI�ZDV�SXW�LQWR�SHQVLRQV��KHDOWK�DQG�UHJLRQDO�GHYHORSPHQW�E\�WKH�IHGHUDO

JRYHUQPHQW��7KH� VWDWHV� DOVR�KDYH�D�PHDVXUH�RI� IUHHGRP� LQ� VSHQGLQJ� WKH� UHYHQXH�²� MXVW� ���SHU� FHQW� LV

UHVHUYHG� IRU� HGXFDWLRQ�� %UD]LO� KDV� WKH� PRVW� GHFHQWUDOLVHG� ILVFDO� V\VWHP� RI� DOO� GHYHORSLQJ� FRXQWULHV�� D

GHJUHH�RI�GHFHQWUDOLVDWLRQ�ZLWKLQ�WKH�UDQJH�RI�PDQ\�GHYHORSHG�FRXQWULHV��,Q�DGGLWLRQ��WKH�XVH�RI�IHGHUDO

WUDQVIHUV� IRU�SUHVLGHQWLDO�SRUN�EDUUHOOLQJ�DSSHDUV� WR�KDYH�GHFOLQHG�XQGHU�&DUGRVR� �6RX]D������� ���²���

+RZHYHU� WKH� LQYROYHPHQW�RI� WKH� IHGHUDO� JRYHUQPHQW� LQ� VWDWH� DQG� ORFDO� IXQFWLRQV� UHPDLQV� FRQVLGHUDEOH

�6KDK��������3ROLWLFDOO\��WKH�UHIRUP�ZDV�D�UHYHUVDO�RI�WKH�FHQWUDOLVDWLRQ�WUHQG�XQGHU�WKH�PLOLWDU\��DQG�DLPHG

WR� UHVWRUH� WKH� SRZHUV� RI� VWDWHV� DQG� VWDWH�EDVHG� SDWURQDJH� PDFKLQHV�� %UD]LOLDQ� SROLWLFDO� SDUWLHV�� DOZD\V

ZHDN��EHFDPH�PRUH�GHSHQGHQW�RQ�VWDWH�DQG�ORFDO�SRZHU�EURNHUV�

6RFLDO�HTXLW\

0RVW�RI�WKH�SRVLWLYH�UHVXOWV�DVVRFLDWHG�ZLWK�GHFHQWUDOLVDWLRQ�LQ�%UD]LO�DUH�D�SURGXFW�RI�WKH�GHFHQWUDOLVDWLRQ

RI�SRYHUW\�DOOHYLDWLRQ�SURJUDPPHV�LQ�SDUWLFXODU�VWDWHV�20�7KH�1RUWKHDVW�5XUDO�'HYHORSPHQW�3URJUDPPH

�15'3��LV�DQ�LQWHJUDWHG�UXUDO�GHYHORSPHQW�SURJUDPPH��ZKLFK��LQ�������ZDV�WUDQVIRUPHG�LQWR�DQ�HQWLUHO\

FRPPXQLW\� EDVHG� SURJUDPPH� ²� EHIRUH�� RYHU�FHQWUDOLVDWLRQ� KDG� EHHQ� D� PDMRU� LPSHGLPHQW� WR� VXFFHVV�

7KHUH� ZHUH� WZR� IXQGLQJ�PHFKDQLVPV� LQ� WKH�15'3� SURYLGLQJ�PDWFKLQJ� JUDQWV� WR� WKH�PXQLFLSLRV� �ORFDO

JRYHUQPHQWV���WKH�3URJUDPD�GH�$SRLR�&RPPXQLWDULR��3$&���RSHUDWHG�E\�WKH�VWDWH�DGPLQLVWUDWLRQ�LQ�UHVSRQVH

WR� SURSRVDOV� VXEPLWWHG� WR� LW�� DQG� WKH� )XQGR� 0XQLFLSDO� GH� $SRLR� &RPPXQLWDULR� �)80$&��� DGPLQLVWHUHG

GLUHFWO\�E\�WKH�ORFDO�JRYHUQPHQWV�LQ�UHVSRQVH�WR�ORFDO�FRPPXQLWLHV��,Q�JHQHUDO�LW�LV�DJUHHG�WKDW�WKH�ORFDOO\�

UXQ�)80$&� VFKHPH�ZRUNHG� EHVW�� DOWKRXJK� WKH� UHODWLRQVKLS� RI�15'3� WR�%UD]LOLDQ� GHFHQWUDOLVDWLRQ� LV

WHOOLQJO\�LOOXVWUDWHG�E\�WKH�ILQGLQJ�WKDW�3$&�ZDV�VHHQ�DV�D�ZD\�RI�E\�SDVVLQJ�ORFDO�JRYHUQPHQWV�LI�SURMHFW

DSSOLFDQWV� IHOW� WKDW� WKH\� ZHUH� EHLQJ� REVWUXFWHG� E\� WKH� WUDGLWLRQDO� SDWURQ�FOLHQW� V\VWHP�� 7KH� ZKROH

DSSURDFK�ZDV� LQ�HVVHQFH�D�ZD\�RI�XVLQJ�FHQWUDO� IXQGLQJ� WR�ZHDNHQ� WKH�SRZHU�RI� WKH� ORFDOO\�HPEHGGHG

SROLWLFDO�HOLWHV�ZKR�FRQWUROOHG�WKH�SDWURQDJH�QHWZRUNV��YDQ�=\O�HW�DO��������

�����������������������������������������������������
�� 7KHVH�SURJUDPPHV�DUH�EHWWHU�GHVFULEHG�DV�¶VRFLDO�IXQGV·��DV�WKH\�JLYH�JUDQWV�WR�SURMHFWV�LPSOHPHQWHG�E\�ORFDO

JRYHUQPHQWV� RQ� D� GHPDQG� GULYHQ� EDVLV�� 7KHUH� DUH� RWKHU� H[DPSOHV� WKURXJKRXW� /DWLQ� $PHULFD�� VXFK� DV� WKH
(PHUJHQF\�6RFLDO�)XQG�LQ�%ROLYLD�



��

$PRQJ� WKH� SRVLWLYH� UHVXOWV� UHSRUWHG� IURP� WKH� 15'3� DUH� WKH� IROORZLQJ�� WKHUH� KDV� EHHQ� DQ

LPSURYHPHQW�LQ�WKH�OLYLQJ�VWDQGDUGV�DQG�QXWULWLRQDO�VWDWXV�RI�WKH�SRRU��VXFFHVVIXO�VXE�SURMHFWV�KDYH�KDG�D

SRVLWLYH�PXOWLSOLHU�HIIHFW��UXUDO�DFWLYLWLHV��LQFOXGLQJ�SURGXFWLRQ��LQFRPHV�DQG�HPSOR\PHQW�JHQHUDWLRQ��KDYH

KDG� YDOXH� DGGHG�� DQG� UXUDO�XUEDQ� PLJUDWLRQ� KDV� EHHQ� FRQWDLQHG�� $OWKRXJK� WKH� SURJUDPPH� KDV� IDFHG

SURFHGXUDO� SUREOHPV�� DQG� WKH� OHYHO� DQG� TXDOLW\� RI� SDUWLFLSDWLRQ� FRXOG� EH� LPSURYHG�� WKH� YDULRXV

FRPSRQHQWV�RI�WKH�15'3�KDYH�KDG�D�SRVLWLYH�LPSDFW�RQ�WKH�TXDOLW\�RI�OLIH�LQ�JHQHUDO��DQG��LQ�SURGXFWLYH

VXE�SURMHFWV��RQ�HPSOR\PHQW�DQG�WKH� LQFRPH�RI�EHQHILFLDU\�DVVRFLDWLRQV�DQG�FRPPXQLWLHV��2YHUDOO�� WKH

SURMHFWV�IXQGHG�E\�WKH�15'3�DSSHDU�WR�KDYH�EHHQ�HIILFLHQW�DQG�ILQDQFLDOO\�VXVWDLQDEOH��YDQ�=\O��%DUERVD�

3DUNHU�DQG�6RQQ���������²���3DUNHU�����������

+XPDQ�GHYHORSPHQW�RXWFRPHV

7KHUH�LV�VRPH�HYLGHQFH�RI�SRVLWLYH�UHVXOWV�LQ�UHODWLRQ�WR�SRYHUW\�VWDWLVWLFV��DJDLQ�LQ�SDUWLFXODU�VWDWHV��,Q�WKH

ILHOG�RI�HGXFDWLRQ��LQ�0LQDV�*HUDLV��D�VRXWK�HDVWHUQ�VWDWH��DXWRQRP\�ZDV�JLYHQ�WR�HOHFWHG�VFKRRO�ERDUGV�

DQG� FHQWUDO� JRYHUQPHQW� JUDQWV� ZHUH� JLYHQ� RQ� WKH� EDVLV� RI� HQUROOPHQW� DQG� VSHFLDO� QHHGV�� WR� FRPEDW

IDPLOLDU�SUREOHPV��VXFK�DV�ORZ�SD\�DQG�SRRU�IXQGLQJ��7KH�HDUO\�UHVXOWV�RI�WKLV�LQLWLDWLYH�DUH�HQFRXUDJLQJ�

DV�DFKLHYHPHQW�VFRUHV�LQFUHDVHG���SHU�FHQW�LQ�VFLHQFH�����SHU�FHQW�LQ�3RUWXJXHVH��DQG����SHU�FHQW�LQ�PDWKV

�:RUOG�%DQN������������

,Q�&HDUD�VWDWH��DOVR�LQ�WKH�SRYHUW\�VWULFNHQ�QRUWK�HDVW���WKH�HOHFWLRQ�RI�D�UHIRUPLQJ�VRFLDO�GHPRFUDWLF

SDUW\� �36'%��*RYHUQRU� LQ������ OHG� WR� WKH� ODXQFKLQJ�RI� VWDWH�SURJUDPPHV� LQ�SUHYHQWLYH�KHDOWK� DQG� LQ

HPHUJHQF\� HPSOR\PHQW�JHQHUDWLQJ� SXEOLF� ZRUNV� SURJUDPPH� ZKLFK� KDYH� EHHQ� RXWVWDQGLQJ� DQG

LQQRYDWLYH��,Q�KHDOWK��YDFFLQDWLRQ�FRYHUDJH�IRU�PHDVOHV�LQFUHDVHG�IURP����SHU�FHQW�WR����SHU�FHQW�RI�WKH

FKLOG� SRSXODWLRQ�� LQIDQW�PRUWDOLW\� GHFUHDVHG� IURP� ���� SHU� ������ WR� ��� SHU� ������� DQG� WKH� VWDWH�ZRQ� D

81,&()�SUL]H�IRU�FKLOG�VXSSRUW�SURJUDPPHV��7KH�SXEOLF�ZRUNV�SURJUDPPH�JDYH�ZRUN� WR�RQH�PLOOLRQ

XQHPSOR\HG�UXUDO�IDUPHUV��HPSOR\LQJ�URXJKO\�KDOI�RI�WKH�VWDWH·V�UXUDO�SRSXODWLRQ�GXULQJ�LWV�SHDN�PRQWK�

%\� FRPSDULVRQ� ZLWK� SUHYLRXV� SURJUDPPHV�� WKH� ����� SURJUDPPH� GUDPDWLFDOO\� UHGXFHG� WKH� OHYHO� RI

FOLHQWHOLVP�LQ�SURMHFW��MRE�DQG�UHOLHI�DOORFDWLRQV��GHOLYHUHG�MREV�DQG�VXSSOLHV�IDVWHU��DQG�FUHDWHG�PRUH�MREV

SHU�GROODU��+RZHYHU��RQH�RI�WKH�NH\�FRQFOXVLRQV�GUDZQ�E\�7HQGOHU�DQG�RWKHUV�LV�WKDW�LPSURYHPHQWV�LQ�WKH

SHUIRUPDQFH�RI�WKHVH�ORFDO�SUR�SRRU�SURJUDPPHV�ZHUH�WKH�UHVXOW�RI�D�WKUHH�ZD\�G\QDPLF�EHWZHHQ�ORFDO

JRYHUQPHQW�� FLYLO� VRFLHW\�� DQG� DQ� DFWLYH� FHQWUDO� �VWDWH�� JRYHUQPHQW�� UDWKHU� WKDQ� GHFHQWUDOLVDWLRQ� SHU� VH

�7HQGOHU������������

+HU�DQDO\VLV�RI�WKH�UHDVRQV�IRU�WKH�VXFFHVV�RI� WKH�KHDOWK�SURJUDPPH�� IRU� LQVWDQFH��HPSKDVLVHV� WKH

FULWLFDO� LPSRUWDQFH�RI� WKH�XQXVXDO�GHJUHH�RI� MRE�FRPPLWPHQW�E\�VWDII��D� IHDWXUH�FUHDWHG� LQ� WKH�PDLQ�E\

PHDVXUHV�VXFK�DV�MRE�HQULFKPHQW��SXEOLF�UHFRJQLWLRQ�DQG�WKH�LQFXOFDWLRQ�RI�SULGH�LQ�WKH�ZRUN��DQG�SXEOLF

PRQLWRULQJ�DQG�DFFRXQWDELOLW\��7KH�IDFW�WKDW�VXFK�PHDVXUHV�ZHUH�WDNHQ�DQG�LPSOHPHQWHG�VXFFHVVIXOO\�ZDV

YHU\� PXFK� D� SURGXFW� RI� WKH� GHFLVLRQ� RI� WKH� VWDWH�OHYHO� GLUHFWRUV� RI� WKH� SURJUDPPH� WR� NHHS� DQ� ¶LURQ

FRQWURO·�RYHU�WKH�KLULQJ�DQG�ILULQJ�RI�WKH�ZRUNIRUFH�� WKHLU�VRFLDOLVDWLRQ�DQG�WUDLQLQJ��DQG� WKH�UXQQLQJ�RI



��

WKH�SXEOLF�LQIRUPDWLRQ�FDPSDLJQV�DVVRFLDWHG�ZLWK�LW��%XW�WKLV�GLG�QRW�PHDQ�WKDW�LW�ZDV�DQ�HQWLUHO\�VWDWH�UXQ

VKRZ��ZKLFK�RZHG�QRWKLQJ�WR�WKH�GHFHQWUDOLVHG�V\VWHP�

7KH� ����� UHIRUPV� PHDQW� WKDW� WKH� VWDWH� JRYHUQPHQW� ZDV� IRUFHG� WR� VKDUH� SRZHU� ZLWK� ORFDO

JRYHUQPHQWV��%XW�LWV�H[SHULHQFH�KDG�EHHQ�WKDW�WKH�H[WUD�UHYHQXHV�SDVVHG�GRZQ�WR�WKH�PXQLFLSLRV�KDG�KDG

OLWWOH�HIIHFW�RQ�WKH�TXDOLW\�RI�KHDOWK�VHUYLFHV��PXFK�RI�LW�KDG�EHHQ�XVHG�E\�PD\RUV�IRU�SDWURQDJH��VXFK�DV

XVLQJ� DPEXODQFHV� WR� WUDQVSRUW� IULHQGV� DQG� UHODWLYHV�� DQG� JLYLQJ� RXW� PHGLFLQHV� IURP� WKHLU� KRPHV� WR

VXSSOLFDQWV��7KH�VWDWH�WKHUHIRUH�GHWHUPLQHG�WR�DOORFDWH�WKH�FRQVLGHUDEOH�IXQGV�LQYROYHG�RQ�D�FRQGLWLRQDO

EDVLV�� WR�PD\RUV�ZKR� DJUHHG� WR� SOD\� E\� WKH� QHZ� UXOHV��$W� ILUVW�� WKLV�PHDQW� WKDW�PRVW�PD\RUV� VDZ� WKH

SURJUDPPH�DV�D�WKUHDW�WR� WKHLU�SRVLWLRQ��%XW� LQGLYLGXDO�PXQLFLSLRV�JUDGXDOO\� MRLQHG� WKH�SURJUDPPH�DV� LWV

VXFFHVV�GHYHORSHG��DQG�WKH�SROLWLFDO�EHQHILWV�RI�ERWK�WKH�ODUJH�QXPEHU�RI�H[WUD� ORFDO�HPSOR\HHV�DQG�WKH

SXEOLF�FUHGLW�IRU�WKH�SURJUDPPH·V�RSHUDWLRQ�EHFDPH�DSSDUHQW��,Q�RWKHU�ZRUG��DQ� LQLWLDOO\�UHOXFWDQW� ORFDO

JRYHUQPHQW�HVWDEOLVKPHQW�ZDV�EURXJKW� ¶RQ�ERDUG·�E\� WKH�SROLWLFDO� DQG� FDSDFLW\�EXLOGLQJ�SRWHQWLDOLW\�RI

WKH�VFKHPH��7KH�DFWLRQV�RI�WKH�VWDWH�DOVR�KHOSHG�WR�GHYHORS�D�PRUH�DFWLYH�SXEOLF� LQWHUHVW� LQ�GHPDQGLQJ

DFFRXQWDELOLW\� DQG� GHFHQW� VWDQGDUGV� RI� VHUYLFH� IURP� ORFDO� HPSOR\HHV� �7HQGOHU� ������ [[LL�� 7HQGOHU� DQG

)UHHGKHLP�������7HQGOHU�������

7HQGOHU� DUJXHV�� WKHUHIRUH�� WKDW� WKH� &HDUD� H[SHULPHQW� VKRZHG� WKDW� GHFHQWUDOLVDWLRQ� DQG� HYHQ

LQFUHDVHG� UHSUHVHQWDWLRQ�RI� WKH�SRRU�RQ� ORFDO� FRXQFLOV� GR�QRW�QHFHVVDULO\� OHDG� WR� ¶SUR�SRRU·� RXWFRPHV�

7KDW�WKH�KHDOWK�RU�GURXJKW�RU�HPSOR\PHQW�SURJUDPPHV�VHUYHG�WKH�QHHGV�RI�WKH�SRRU�ZDV�OHVV�WR�GR�ZLWK

UHSUHVHQWDWLRQ�RU�WKH�GHPDQGV�RI�FLYLO�VRFLHW\�WKDQ�LW�ZDV�WR�GR�ZLWK�WKH�HPHUJHQFH�RI�FRPSHWLQJ�HOLWHV�DW

ORFDO�OHYHO��DQG�WKH�FUHDWLRQ�RI�¶WKH�FRQGLWLRQV�IRU�WKH�HPHUJHQFH�RI�D�PRUH�SXEOLF�VHUYLQJ�HOLWH�YLVLRQ�RI

ORFDO� JRYHUQDQFH·� �7HQGOHU� ������ ������*LYHQ� WKH� JHQHUDO� ORJLF�RI�%UD]LOLDQ�GHFHQWUDOLVDWLRQ� LW� FRXOG�EH

DUJXHG�WKDW�WKH�0LQDV�*HUDLV�DQG�&HDUD�FDVHV�DUH�QRW�W\SLFDO�RI�WKH�V\VWHP�DV�ZKROH��EXW�UHVXOWHG�IURP�WKH

SDUWLFXODU�SROLWLFDO�FLUFXPVWDQFHV�DQG�UHJLPHV�SUHVHQW�LQ�WKRVH�VWDWHV�DW�D�SDUWLFXODU�WLPH�

6SDWLDO�HTXLW\

7KH�UHFRUG�RI�%UD]LOLDQ�GHFHQWUDOLVDWLRQ�RQ�HTXDOLW\�EHWZHHQ�UHJLRQV�DQG�VWDWHV�LV��DV�PLJKW�EH�H[SHFWHG�

OHVV�HQFRXUDJLQJ��6LJQLILFDQW�LQHTXDOLWLHV�VWLOO�H[LVW��DQG�VRPH�VWDWHV�DQG�PDQ\�PXQLFLSDOLWLHV�QHHG�ILQDQFLDO

DVVLVWDQFH� IURP� WKH� IHGHUDO� JRYHUQPHQW� WR� VXUYLYH��2YHU� ����PXQLFLSDOLWLHV� LQ� WKH� QRUWK�HDVW� KDYH� QR

FKDQFH�RI�OHY\LQJ�UHYHQXH��DV�WKHUH�LV�OLWWOH�RU�QR�HFRQRPLF�DFWLYLW\�DQG�JHQHUDOLVHG�SRYHUW\�DPRQJVW�WKH

SRSXODWLRQ�� ,W� LV� YHU\� FOHDU� WKDW� GHFHQWUDOLVDWLRQ� KDV� UHGXFHG� WKH� DELOLW\� RI� WKH� IHGHUDO� JRYHUQPHQW� WR

WUDQVIHU�IXQGV�WR�WKH�SRRUHU�DUHDV��DQG�LW�LV�XS�WR�LQGLYLGXDO�VWDWHV�WR�GHYHORS�IXQGLQJ�SURJUDPPHV�VLPLODU

WR�WKRVH�RI�WKH�15'3��6RX]D������������

&RORPELD�±�HYLGHQFH�RI�LPSURYHG�SHUIRUPDQFH�LQ�VRPH�PXQLFLSDOLWLHV

3UR�SRRU�JURZWK

7KH�&RORPELDQ�FDVH� LV�RIWHQ�XVHG�DV� DQ� H[DPSOH�RI� WKH� LQFUHDVHG� UHVSRQVLYHQHVV�RI� ORFDO� JRYHUQPHQW

IROORZLQJ� GHPRFUDWLF� GHFHQWUDOLVDWLRQ� �:RUOG�%DQN� �������$V� LQ�9HQH]XHOD� DQG�RWKHU� 6RXWK�$PHULFDQ
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FRXQWULHV�� DFWLYH� ORFDO� JRYHUQPHQW� KDV� PDGH� WKH� ORFDO� DGPLQLVWUDWLRQ� PRUH� UHVSRQVLYH�� DQG� WKHUHE\

LPSURYHG�WKH�TXDOLW\�RI�WKH�VHUYLFHV�SURYLGHG��LQ�VRPH�FDVHV�GUDPDWLFDOO\��2QFH�ORFDO�RIILFH�KROGHUV�ZHUH

PDGH� DFFRXQWDEOH� �EHLQJ� HOHFWHG� SRVLWLRQV�� IRU� WKH� ILUVW� WLPH�� WKH\� KDYH� WHQGHG� WR� EH� PXFK� PRUH

FRQFHUQHG�ZLWK� VWDII�TXDOLW\� DQG� WKH�HIILFLHQF\�RI� DGPLQLVWUDWLYH� WRROV� �:RUOG�%DQN������� ���²����2QH

VXUYH\�� XVLQJ� D� UHSUHVHQWDWLYH� VDPSOH� RI� WKH� DGXOW� SRSXODWLRQ�� ORRNHG� LQ� GHWDLO� DW� WKH� OHYHOV� RI� FLWL]HQ

VDWLVIDFWLRQ��DQG�IRXQG�WKDW� LQ�WZR�PXQLFLSDOLWLHV�����SHU�FHQW�RI�UHVSRQGHQWV�WKRXJKW�WKDW�VHUYLFHV�KDG

LPSURYHG�VLQFH�PD\RUV�ZHUH�HOHFWHG��:RUOG�%DQN��������,Q�ILYH�RXW�RI�VL[WHHQ�PXQLFLSDOLWLHV��WKHUH�ZDV�D

KLJK� OHYHO� RI� VDWLVIDFWLRQ� DFURVV� VHFWRUV�� DOWKRXJK� LQ� WKUHH� FDVHV� WKHUH� ZDV� D� FRQVLVWHQW� SDWWHUQ� RI

GLVVDWLVIDFWLRQ��)LV]EHLQ������������

+RZHYHU�� LW� VKRXOG� EH� QRWHG� WKDW� PRVW� RI� WKH� KDUG� HYLGHQFH� RI� LPSURYHG� SRYHUW\� RXWFRPHV� LQ

&RORPELD� FRPHV� IURP� WKH� VDPH� UHVHDUFK� SURMHFW�� DQG� WKHUH� LV� OLWWOH� DGGLWLRQDO� PDWHULDO�� 7KH� VL[WHHQ

PXQLFLSDOLWLHV� VWXGLHG� LQ� WKDW�SURMHFW�ZHUH� FKRVHQ�E\� ORFDO� H[SHUWV�� RQ� WKH� EDVLV� RI� EHLQJ� ´LQWHUHVWLQJµ

FDVHV��7KLV�PD\�PHDQ�WKDW� WKH� UHVXOWV� DUH�QRW�JHQHUDOLVDEOH� IRU� WKH�FRXQWU\� DV� D�ZKROH��(OVHZKHUH��RQH

VWXG\�FRQFOXGHV��EDVHG�RQ�WKH�H[SHULHQFH�RI�WZR�FLW\�PXQLFLSDOLWLHV��WKDW�PRVW�ORFDO�JRYHUQPHQW�SURMHFWV

DUH�DOORFDWHG�RQ�WKH�EDVLV�RI�HOHFWRUDO�SDWURQDJH��DQG�DUH�RIWHQ�XVHOHVV�²�IRU�H[DPSOH�YLGHR�HTXLSPHQW�WR

VFKRROV�ZKLFK�GRQ·W�KDYH�WKH�FDSDFLW\�WR�RSHUDWH�WKHP��9HODVTXH]�������

+XPDQ�GHYHORSPHQW

7KH�HYLGHQFH�RQ�WKH�HIIHFW�RI�GHFHQWUDOLVDWLRQ�RQ�KXPDQ�GHYHORSPHQW�RXWFRPHV��LV�PL[HG��$V�LQ�&KLOH�

GHFHQWUDOLVDWLRQ�RI�HGXFDWLRQ�GLG�QRW�LPSURYH�WKH�TXDOLW\�RI�VHUYLFH�GHOLYHU\��DQG�WKH�JDS�EHWZHHQ�WKH�EHVW

DQG� WKH� ZRUVW� RII� ZLGHQHG� �3UDZGD� ������� ,Q� WKH� SURYLVLRQ� RI� EDVLF� VHUYLFHV�� 9HODVTXH]� VKRZHG� WKDW

RZLQJ� WR� WKH� GLVSDULW\� EHWZHHQ� UHVRXUFHV� DQG� UHVSRQVLELOLWLHV�� WKHUH� KDG� EHHQ� D� GHWHULRUDWLRQ� LQ� SXEOLF

VHUYLFHV� �9HODVTXH]�������������+RZHYHU�� WKH�:RUOG�%DQN�VWXG\�RI� VL[WHHQ�PXQLFLSDOLWLHV� VXJJHVWV� WKDW

WKHVH�DXWKRULWLHV�KDG�PDGH�VLJQLILFDQW�SURJUHVV�RQ�SURGXFWLRQ�HIILFLHQF\��VHFWRUDO�EDODQFH�DQG�GLVWULEXWLYH

SHUIRUPDQFH�DFURVV�WKUHH�VHFWRUV��LQ�HGXFDWLRQ��URDGV�DQG�ZDWHU�VXSSO\�21�,QGHHG��DFURVV�DOO�WKUHH�VHFWRUV�

WKH� PXQLFLSDOLWLHV� VWXGLHG� VFRUHG� PRVW� RQ� GLVWULEXWLYH� SHUIRUPDQFH�� 6XUYH\� UHVSRQVHV� LQ� IRXU

PXQLFLSDOLWLHV� DOVR� UHYHDOHG� D� VOLJKW� SUHIHUHQFH� IRU�PXQLFLSDOLWLHV� DV� LPSOHPHQWHUV� RI� ZDWHU�� URDGV� DQG

HGXFDWLRQ� SROLF\�� DOWKRXJK� LQ� WZR�PXQLFLSDOLWLHV� WKH� QDWLRQDO� JRYHUQPHQW�ZDV� SUHIHUUHG� IRU� HGXFDWLRQ�

DQG� WKH�SULYDWH� VHFWRU� VFRUHG�KLJKO\� DV�ZHOO�� HVSHFLDOO\�ZLWK� UHJDUG� WR� URDGV� �:RUOG�%DQN� ������ ��²���

+RZHYHU��WKH�VXUYH\�UHVSRQVHV�PD\�EH�ELDVHG�E\�WKH�IDFW�WKDW�ORFDO�JRYHUQPHQWV�QRZ�KDYH�UHVSRQVLELOLW\

IRU�ZDWHU��URDGV�DQG�HGXFDWLRQ�SROLF\�

6SDWLDO�HTXLW\

/LNH�RWKHU�/DWLQ�$PHULFDQ�VWDWHV��&RORPELD�KDV�D�QDWLRQDO�IXQG�� WKH� LQWHJUDWHG�UXUDO�GHYHORSPHQW� IXQG

�)RQGR�'5,���ZKLFK�JLYHV�IXQGV�WR�PXQLFLSDOLWLHV�IRU�VPDOO�LQYHVWPHQW�VXE�SURMHFWV��RQ�D�PDWFKLQJ�JUDQW

�����������������������������������������������������
�� 3HUIRUPDQFH�RQ� WKHVH� WKUHH� FULWHULD�ZDV�PHDVXUHG�RQ� D� VLPSOH� WKUHH�SRLQW� VFDOH� DFFRUGLQJ� WR� WKH� GHJUHH� RI

LPSURYHPHQW�VLQFH�GHFHQWUDOLVDWLRQ��:RUOG�%DQN�����������
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EDVLV�� &RPPXQLWLHV� FRQWULEXWH� ODERXU� DQG� PDWHULDOV�� LGHQWLI\� QHHGV�� DQG� VHOHFW� VXE�SURMHFWV�� RI� ZKLFK

������ZHUH� IXQGHG� LQ� ����� WR� WKH� WXQH� RI�86�� ���PLOOLRQ��ZLWK�:RUOG�%DQN� DQG� ,'%� DVVLVWDQFH��7KH

)RQGR� '5,� DLPV� WR� UHDFK� SRRU� FRPPXQLWLHV� DQG� UHGUHVV� WKH� LPEDODQFH� EHWZHHQ� ULFK� DQG� SRRU

PXQLFLSDOLWLHV� WKURXJK� D� FDSDFLW\� EXLOGLQJ� FRPSRQHQW� DQG� D� FR�ILQDQFLQJ�PDWUL[�� ZKLFK� WDUJHWV� SRRUHU

PXQLFLSDOLWLHV�DQG�OHVV�SULYDWHO\�SURILWDEOH� LQYHVWPHQWV� �3DUNHU���������²�����+RZHYHU��H[SHULHQFH�ZLWK

RWKHU� VXFK�SURJUDPPHV� VKRZV� WKDW� WKH\� FDQ� EH� VXVFHSWLEOH� WR� WKH� ¶EDVNHWEDOO� FRXUW·� HIIHFW�� ZKHUHE\� D

XVHOHVV�DPHQLW\� LV�EXLOW�� DQG�DPRXQWV�VSHQW�GR�QRW�QHFHVVDULO\� FRUUHVSRQG� WR� LPSURYHPHQWV� LQ�SRYHUW\

RXWFRPHV�

��� 6RFLDO�DQG�HFRQRPLF�RXWSXWV±�QHJDWLYH�FDVHV

&KLOH�±�DQ�H[DPSOH�RI�FRQIOLFW�RI�HYLGHQFH�DQG�SUREOHPV�RI�HYDOXDWLRQ

(YDOXDWLQJ� WKH� HIIHFWV� RI� GHFHQWUDOLVDWLRQ� RQ� SRYHUW\� DOOHYLDWLRQ� LV� PDGH� GLIILFXOW� E\� WKH� LGHRORJLFDO

FOHDYDJH�EHWZHHQ�GLIIHUHQW�FRPPHQWDWRUV��3DUW�RI�WKH�GLIILFXOW\�DULVHV�IURP�&KLOH·V�VWDWXV�DV�D�SLRQHHU�RI

QHR�OLEHUDO�VRFLDO�VHUYLFH�UHIRUPV�FDUULHG�RXW�XQGHU�WKH�PLOLWDU\�JRYHUQPHQW�RI�*HQHUDO�3LQRFKHW��,Q������

&KLOH�EHFDPH�WKH�ILUVW�FRXQWU\�LQ�WKH�ZRUOG�WR�SULYDWLVH�VRFLDO�VHFXULW\��DQG�WKHVH�UHIRUPV�ZHUH�OLQNHG�WR

WKH�GHFHQWUDOLVDWLRQ�SURJUDPPH��7DQNHUVOH\�DQG�&X]iQ�������� ,Q�DGGLWLRQ�� WKH�UHIRUPV�ZHUH�SDUW�RI�DQ

DWWHPSW� WR� HVWDEOLVK� D� SRZHU� EDVH� IRU� WKH�PLOLWDU\� JRYHUQPHQW�� DV� RIILFLDOV� ZHUH� DSSRLQWHG� E\� FHQWUDO

JRYHUQPHQW�� 5HVSRQVLELOLW\� IRU� KHDOWK�� SULPDU\� HGXFDWLRQ�� ZDWHU� DQG� VDQLWDWLRQ�� ORZ� LQFRPH� KRXVLQJ

SURJUDPPHV�DQG�FKLOG�FDUH�ZDV�WUDQVIHUUHG�WR�WKH�PXQLFLSDO�OHYHO�LQ�������WKH�\HDU�DIWHU�WKH�PLOLWDU\�FRXS

WKDW�SXW�*HQHUDO�3LQRFKHW�LQWR�JRYHUQPHQW��$W�WKH�VDPH�WLPH��OLQH�0LQLVWULHV�ZHUH�GHFRQFHQWUDWHG�WR�WKH

UHJLRQDO� OHYHO� �&DVWDQHGD��������)ROORZLQJ� WKH�SOHELVFLWH� WKDW�YRWHG�3LQRFKHW�RXW�RI�RIILFH� LQ������� WKH

QHZ� GHPRFUDWLFDOO\� HOHFWHG� JRYHUQPHQW� KDV� DWWHPSWHG� WR� UHVWRUH� GHPRFUDWLF� ORFDO� JRYHUQPHQW� DQG

XQGHUPLQH� ORFDO� HOLWHV�� DOWKRXJK� WKH� FRQWLQXLQJ� SUHVHQFH� RI� FHQWUDO� JRYHUQPHQW� DSSRLQWHHV� DQG� WKH

SHUVLVWHQW�SRSXODU�GLVWUXVW�RI�ORFDO�DXWKRULWLHV�PD\�XQGHUPLQH�WKHVH�HIIRUWV�

,Q�DGGLWLRQ��WKHUH�DUH�VLJQLILFDQW�SUREOHPV�LQ�HYDOXDWLQJ�WKH�HIIHFWV�RI�GHFHQWUDOLVDWLRQ�LQ�&KLOH��)LUVW�

GHFHQWUDOLVDWLRQ�KDV�QRW�XQWLO� UHFHQWO\� LQYROYHG�GHYROXWLRQ��EXW� UDWKHU� GH�FRQFHQWUDWLRQ� DQG� GHOHJDWLRQ�

&KRLFHV�DW�WKH�ORFDO�OHYHO�KDYH�EHHQ�VHYHUHO\�FRQVWUDLQHG��DQG�XQGHU�3LQRFKHW��ORFDO�DSSRLQWHHV�PDGH�WKH

GHFLVLRQV�� 6HFRQG�� WKHUH� KDYH� EHHQ�RWKHU� FKDQJHV� RFFXUULQJ� VLPXOWDQHRXVO\�� LQ� SDUWLFXODU� D� VTXHH]H� RQ

JRYHUQPHQW� H[SHQGLWXUH� DQG� WKH� SULYDWLVDWLRQ� RI� JRYHUQPHQW� VHUYLFHV�� 7KLUG�� WKHUH� LV� D� ODFN� RI� GDWD�

HVSHFLDOO\� DW� WKH�PXQLFLSDO� OHYHO� �6WHZDUW� DQG� 5DQLV� ������ ����� )LQDOO\�� WKH� VODQW� RI� HDFK� FRPPHQWDWRU

DIIHFWV�KLV�RU�KHU�HYDOXDWLRQ�RI�SRYHUW\�RXWFRPHV�

6RFLDO�HTXLW\

0DQ\� SRVLWLYH� HYDOXDWLRQV� RI�&KLOHDQ� GHFHQWUDOLVDWLRQ� DQG� VRFLDO� UHIRUP� DUH� EDVHG� RQ� LWV� HPSKDVLV� RQ

LPSURYHG�WDUJHWLQJ�WR�WKH�SRRU��$�:RUOG�%DQN�VWXG\�IRXQG�WKDW�GHFHQWUDOLVDWLRQ�LPSURYHG�WKH�FDSDFLW\�RI

ORFDO� JRYHUQPHQW�� DOORZLQJ� PXQLFLSDOLWLHV� WR� GHYHORS� VRSKLVWLFDWHG� WDUJHWLQJ� PHFKDQLVPV�� 7KH



��

FRPELQDWLRQ�RI�EHWWHU�VWDII�DQG�EHWWHU�GDWD�LQFUHDVHG�WKH�OHYHO�RI�VRSKLVWLFDWLRQ�LQ�PXQLFLSDOLWLHV��DOORZLQJ

WKHP�WR�PHHW�VSHFLILF�SRYHUW\�DOOHYLDWLRQ�UHTXLUHPHQWV��7KHVH�LQFOXGH�WKH�GLUHFW�GHOLYHU\��RU�FRQWUDFWLQJ

RXW�� RI� SUH�VFKRRO�PHDOV�� QXWULWLRQ� VXSSOHPHQWV�� DQG� VLPLODU� SROLFLHV��ZKLFK� RIWHQ� IDLOHG� WR� UHDFK� WKHLU

LQWHQGHG�EHQHILFLDULHV� HOVHZKHUH� �:RUOG�%DQN������������� ,PSURYHG� WDUJHWLQJ�KDV�KDG�DQ�HIIHFW�RQ� WKH

SRRU��DV�WKH�ELJJHVW�GHFOLQHV� LQ� LQIDQW�PRUWDOLW\�ZHUH� LQ� WKH�SRRUHVW� UXUDO�DUHDV��DQG� WKH�SRRUHVW����SHU

FHQW�RI�WKH�SRSXODWLRQ�HQMR\HG�DQ�LQFUHDVLQJ�SURSRUWLRQ�RI�HGXFDWLRQ�VSHQGLQJ�EHWZHHQ������DQG�����

�&DVWDQHGD�������� ,QGHHG�� WKH� VXFFHVV�RI� WKH�3LQRFKHW� UHJLPH� LQ� WDUJHWLQJ� WKH� SRRUHVW� KDV� EHHQ�QRWHG

HOVHZKHUH��*UDKDP�������

$�GLIIHUHQW� DQG� OHVV�SRVLWLYH� DUJXPHQW� LV� WKDW�&KLOHDQ� SXEOLF� VHUYLFHV� KDYH� EHFRPH� FRPPRGLILHG�

ZLWK�GHFLVLRQV�PDGH�RQ�¶HFRQRPLF·�UDWKHU�WKDQ�RQ�D�¶SROLWLFDO·��RU�FOLHQWHOLVW��EDVLV��7KH�GHOLYHU\�RI�VRPH

SXEOLF�VHUYLFHV��HVSHFLDOO\�XUEDQ�FROOHFWLYH�VHUYLFHV��KDV�EHHQ�HLWKHU�SULYDWLVHG�RU�FRQWUDFWHG�RXW��7R�SD\

IRU�ZRUNV��QHLJKERXUV�DQG�QHLJKERXUKRRG�DVVRFLDWLRQV�FDQ�QRZ�DSSO\� IRU� ORDQV��DQG�SXEOLF�DXWKRULWLHV

DUH�RQO\�UHVSRQVLEOH�IRU�HYDOXDWLQJ�WKH�IHDVLELOLW\�RI�SURMHFWV��$IWHU�WZHQW\�\HDUV�RI�UHIRUP�JURXS�VROLGDULW\

DQG�VRFLDO�UHODWLRQV�KDYH�VXIIHUHG��+RZHYHU��SROLWLFDO�PDQLSXODWLRQ�KDV�GLVDSSHDUHG�IURP�WKH�SURFHGXUHV

WR�UHTXHVW�VHUYLFHV��3RQW�/H]LFD����������²����

+XPDQ�GHYHORSPHQW

7KH� HYLGHQFH� RQ� WKH� HIIHFWV� RI� GHFHQWUDOLVDWLRQ� RQ� YDULRXV� KXPDQ� GHYHORSPHQW� LQGLFDWRUV� LV� PL[HG�

'HFHQWUDOLVDWLRQ� RI� HGXFDWLRQ� LQ� &KLOH� WHQGV� WR� VKRZ� D� QHJDWLYH� LPSDFW� RYHUDOO�� DQG� DSSHDUV� WR� KDYH

UHLQIRUFHG�LQHTXDOLW\��(GXFDWLRQ�ZDV�GHFHQWUDOLVHG�WR�WKH�VFKRRO�OHYHO��ZLWK�JUDQWV�DOORFDWHG�SHU�VWXGHQW�WR

ERWK�SULYDWH�DQG�PXQLFLSDO�VFKRROV��3ULYDWH�VFKRROV�KDYH�WHQGHG�WR�IDUH�EHWWHU��ZKLOH�PXQLFLSDO�VFKRROV

KDYH� VXIIHUHG� IURP� GHWHULRUDWLQJ� IDFLOLWLHV�� 7KH� UHVXOWV� KDYH� EHHQ�PL[HG�� EHFDXVH� LQ�PXQLFLSDO� VFKRROV

VWDQGDUGV�IHOO�DQG�GLIIHUHQFHV�EHWZHHQ�VRFLDO�JURXSV�ZLGHQHG��:RUOG�%DQN������������3DUU\�������������$

VXUYH\�RI�PRWKHUV� LQ�RQH�PXQLFLSDOLW\� VKRZHG� D� JHQHUDOO\� QHJDWLYH� UHVSRQVH� WR� WKH� GHFHQWUDOLVDWLRQ� RI

HGXFDWLRQ�� ZLWK� FRPSODLQWV� RI� IUHTXHQW� WHDFKHU� FKDQJHV�� SRRU� FRQGLWLRQV�� ORZ� PRUDOH� DQG� GHFOLQLQJ

WHDFKLQJ� VWDQGDUGV� �5DF]\QVNL�� 6HUUDQR� DQG� %RXVTXHW� ������ ��²����� 7KHUH� ZHUH� DOVR� FXWV� LQ� WHDFKHU

VDODULHV��DQG�D�ULVLQJ�VWXGHQW�WHDFKHU�UDWLR��+RZHYHU��VHFRQGDU\�VFKRRO�HQUROOPHQW�UDWHV�LQFUHDVHG�DQG�WKH

DYHUDJH�QXPEHU�RI�\HDUV� WDNHQ� WR�FRPSOHWH�VFKRRO�GHFUHDVHG��7KH�VDPH�VWXG\�FRQFOXGHV� WKDW�GHFOLQLQJ

VWDQGDUGV�ZHUH�GXH�WR�UHGXFHG�UHVRXUFH�DOORFDWLRQV��UDWKHU�WKDQ�GHFHQWUDOLVDWLRQ�SHU�VH��DOWKRXJK�LW�FRXOG

EH� DUJXHG� WKDW� WKHUH� LV� D� FRQQHFWLRQ�� LQ� WKDW� WKH� JUDQWV� RIIHUHG� WR� WKH� VFKRRO� DXWKRULWLHV� WR� ¶RIIHU·

HGXFDWLRQ� ZHUH� LQVXIILFLHQW� WR� PDLQWDLQ� WKH� VDPH� OHYHO� RI� VHUYLFH� DV� SUHYLRXVO\� �6WHZDUW� DQG� 5DQLV

����������

6LPLODU�SUREOHPV�RI�HYDOXDWLRQ�RFFXU�LQ�WKH�KHDOWK�VHFWRU��ZKHUH�WKHUH�LV�VRPH�LPSURYHPHQW�LQ�VRPH

VWDWLVWLFV��GHVSLWH�DQ� LQFUHDVH� LQ� LQHTXDOLW\�DQG�GHFOLQLQJ�JRYHUQPHQWDO�H[SHQGLWXUH��'HFHQWUDOLVDWLRQ�KDV

UHGXFHG� WKH� UHDO� SXEOLF� UHVRXUFHV� VSHQW� RQ� KHDOWK�� DOWKRXJK� WKLV� IDOO� ZDV� ODUJHO\� GXH� WR� SULYDWLVDWLRQ

�:RUOG�%DQN�������������0XQLFLSDOLWLHV�KDYH�SURYLGHG�DGGLWLRQDO�UHVRXUFHV�WR�WKH�KHDOWK�VHFWRU��EXW�WKH

ULFKHU�PXQLFLSDOLWLHV�ZHUH�DEOH� WR�SURYLGH�PRUH��+RZHYHU�� WKLV� WHQGHQF\�ZDV� OHVV�SURQRXQFHG� LQ������

IROORZLQJ� GHFHQWUDOLVDWLRQ� WKDQ� LW� KDG� EHHQ� LQ� ������ EHIRUH� WKH� UHIRUPV�� 1HJDWLYH� FRPPHQWV� ZHUH
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UHSRUWHG� ZLWK� UHJDUG� WR� WKH� KHDOWK� VHUYLFH�� EXW� WKHVH� FRPPHQWV� KDYH� QR� WLPH� SHUVSHFWLYH�� DQG� LW� LV

WKHUHIRUH�GLIILFXOW� WR�VHH�ZKDW�HIIHFW�GHFHQWUDOLVDWLRQ�KDV�KDG��+RZHYHU�� LPSURYHPHQWV� LQ�PDWHUQDO�DQG

FKLOG� KHDOWK� VXJJHVW� WKDW� HIILFLHQF\� KDV� LPSURYHG� �RU� KDV� GHILQLWHO\� QRW� GHFUHDVHG�� IROORZLQJ

GHFHQWUDOLVDWLRQ��6WHZDUW�DQG�5DQLV���������²���

6SDWLDO�HTXLW\

$OWKRXJK� &KLOHDQ� GHFHQWUDOLVDWLRQ� DQG� VRFLDO� UHIRUPV� KDYH� EHHQ� ODXGHG� IRU� HIILFLHQF\� LQ� WDUJHWLQJ� WKH

SRRU��WKLV�KDV�QRW�WUDQVODWHG�LQWR�JUHDWHU�VSDWLDO�HTXLW\��)RU�H[DPSOH��ZKLOH�KHDOWK�LPSURYHPHQWV�WDUJHWHG

DW�WKH�SRRU�KDYH�EHHQ�QRWHG��LW�LV�DOVR�WKH�FDVH�WKDW�VRPH�PXQLFLSDOLWLHV�DUH�ILQDQFLQJ�RSHUDWLRQDO�GHILFLWV

ZLWK� WKHLU� RZQ� UHVRXUFHV�� ZKLFK� LV� DIIHFWLQJ� SRRUHU� PXQLFLSDOLWLHV� ZLWK� OLPLWHG� UHYHQXH� VRXUFHV

�&DVWDQHGD�������������'HVSLWH�WKH�UHGXFHG�LPSDFW�RI�SROLWLFDO�LQIOXHQFH�RQ�SURMHFW�DOORFDWLRQ��LW�UHPDLQV

WKH� FDVH� WKDW� QRW� DOO� QHLJKERXUKRRGV� KDYH� WKH� VDPH� DFFHVV� WR� IXQGV� �3RQW�/H]LFD� ������ ���²����� ,Q

HGXFDWLRQ��D�0XQLFLSDO�&RPPRQ�)XQG��GHVLJQHG�WR�UHGLVWULEXWH�IXQGV�WR�WKH�SRRUHVW�PXQLFLSDOLWLHV�IURP

WKH�ZHDOWKLHVW��IDLOHG�WR�SUHYHQW�ODUJH�GLIIHUHQFHV�EHWZHHQ�ULFK�DQG�SRRU��ZLWK�HYLGHQW�GLVSDULWLHV�LQ�VFKRRO

TXDOLW\� �3DUU\� ������ ���²���� 7KH� KLJKHVW� OHYHOV� RI� HGXFDWLRQDO� DWWDLQPHQW� KDYH� WHQGHG� WR� FRPH� IURP

SULYDWH� VFKRROV� LQ� KLJK� LQFRPH� QHLJKERXUKRRGV� LQ� 6DQWLDJR�� ZKHUHDV� WKH� ORZHVW� FRPH� IURP� UXUDO

PXQLFLSDO�VFKRROV��3UDZGD����������²����,W�LV�HYHQ�DFNQRZOHGJHG�LQ�WKH�SUR�3LQRFKHW�OLWHUDWXUH�WKDW�PRUH

WDUJHWLQJ�LV�QHHGHG�WR�WKH�SRRUHVW�DUHDV��&DVWDQHGD�����������

2YHUDOO��WKH�HYLGHQFH�RQ�KXPDQ�GHYHORSPHQW�LQGLFDWRUV�DQG�VSDWLDO�HTXLW\�VXJJHVWV�WKDW�VRFLDO�HTXLW\

RXWFRPHV�DUH�QRW�DV�SRVLWLYH�DV�&DVWDQHGD�DUJXHV��GHVSLWH�WKH�EHQHILWV�IURP�LPSURYHG�WDUJHWLQJ��5HJLRQDO

GLVSDULWLHV�DSSHDU�WR�EH�JURZLQJ��DQG�HGXFDWLRQ�VWDWLVWLFV�VKRZ�D�GHFOLQH�IRU�WKH�SRRUHU�DQG�UXUDO�VHFWRUV

RI�VRFLHW\�IROORZLQJ�GHFHQWUDOLVDWLRQ�

%DQJODGHVK��0H[LFR�DQG�1LJHULD�±�JHQHURXV�UHVRXUFHV�EXW�QHJDWLYH�RXWFRPHV�IRU�WKH�SRRU

7KH�SROLWLFDO�PRWLYHV�EHKLQG�WKH�(UVKDG�UHJLPH·V�DWWHPSWV�DW�GHFHQWUDOLVDWLRQ�DUH�LPSRUWDQW�IDFWRUV�LQ�WKH

QHJDWLYH�LPSDFW�WKH�VFKHPH�KDG�RQ�SRYHUW\��VHH�DERYH���7KH�GHFHQWUDOLVHG�V\VWHP�ZDV�LQWHQGHG�WR�EXLOG

DQG� H[WHQG� D� UXUDO� VXSSRUW� QHWZRUN� IRU� (UVKDG�� E\� HVWDEOLVKLQJ� D� SROLWLFDO� SDUW\� DW� WKH� ORFDO� OHYHO�

)ROORZLQJ�WKH�IDOO�RI�(UVKDG�LQ�������WKH�QHZO\�HOHFWHG�JRYHUQPHQW�IHOW�VXFK�UHVHQWPHQW�DW�WKH�SUHYLRXV

JRYHUQPHQW�WKDW� LW�GHFLGHG� WR�VXVSHQG�WKH�V\VWHP��&URRN�DQG�0DQRU���������²������$�QHZ�V\VWHP�RI

GHFHQWUDOLVDWLRQ�� LQWURGXFHG� LQ� ������ PRGLILHG� WKH� ROG� VWUXFWXUH� EXW� KDV� QRW� UHPRYHG� PDQ\� RI� WKH

GUDZEDFNV� RI� WKH� ROG�� DLPLQJ� IRU� FRQWURO� UDWKHU� WKDQ� ORFDO� JRYHUQPHQW� DXWRQRP\� �$ODP�� +XTXH� DQG

:HVWHUJDDUG���������²����7KLV�ZDV�XQGHUOLQHG�E\�D������ELOO�UHIRUPLQJ�WKH�YLOODJH�FRXQFLOV��ZKHUHE\�DOO

PHPEHUV� DUH� VHOHFWHG� E\� D� FRQWUROOLQJ� DXWKRULW\� DSSRLQWHG� E\� WKH� FHQWUDO� JRYHUQPHQW� �(FRQRPLVW

,QWHOOLJHQFH�8QLW�����������3DUDOOHOV�WR�WKH�%DQJODGHVK�H[SHULHQFH��ZKHUH�DXWKRULWDULDQ�RU�PLOLWDU\�UHJLPHV

ZLWK�VXSSRUW�EDVHG�RQ�SDWURQDJH�KDYH�VRXJKW�WR�XVH�GHFHQWUDOLVDWLRQ�DV�D�PHDQV�RI�UH�HVWDEOLVKLQJ�FHQWUDO

JRYHUQPHQW�SRZHU��FDQ�EH�IRXQG�LQ�0H[LFR�DQG�1LJHULD��,Q�ERWK�FDVHV��GHVSLWH�DQ�LQFUHDVH�LQ�UHVRXUFHV

WR�WKH�ORFDO�OHYHO��SRYHUW\�RXWSXWV�KDYH�WHQGHG�WR�EH�QHJDWLYH�
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3UR�SRRU�JURZWK

'HFHQWUDOLVDWLRQ� LQ�%DQJODGHVK�KDV�KLVWRULFDOO\�EHHQ�XQVXFFHVVIXO� LQ� WHUPV�RI�SRYHUW\�DOOHYLDWLRQ��7KUHH

GHFHQWUDOLVDWLRQ� VFKHPHV� LQ� %DQJODGHVK� SULRU� WR� (UVKDG·V� XSD]LOD� VFKHPH� DOO� IDLOHG� WR� GHOLYHU��0DWHULDO

ZHOIDUH�� LQ� WHUPV� RI� DJULFXOWXUDO� RXWSXW�� GLG� QRW� LQFUHDVH�� WKHUH�ZDV� OLWWOH� HYLGHQFH� RI� JUHDWHU� HTXLW\� DW

JUDVVURRWV� OHYHO�� DQG� D� QXPEHU� RI� VWXGLHV� LQGLFDWHG� WKDW� WKH� EHQHILFLDULHV�ZHUH� WKH� ULFK� DQG�ZHOO�ERUQ�

,QVWHDG��GHFHQWUDOLVDWLRQ�ZDV�JHQHUDOO\�VHHQ�DV�D�PHDQV�WR�FKDQQHO�GHYHORSPHQW�UHVRXUFHV�LQWR�WKH�KDQGV

RI� WKH� EHWWHU� RII� �,QJKDP� DQG�.DODP� ������ �²���� 7KH�(UVKDG� H[SHULPHQW� DSSHDUV� WR� KDYH� IDUHG� OLWWOH

EHWWHU��DV�PRVW�JHQHUDOLVHG�ILQGLQJV�VKRZ�D�QHJDWLYH�LPSDFW�RQ�WKH�SRRU��9HU\�IHZ�SURMHFWV�VSHFLILFDOO\�IRU

YXOQHUDEOH�JURXSV�HPHUJHG�IURP�WKH�GHFHQWUDOLVDWLRQ�H[SHULPHQW��VLQFH�WKH�ULVH�LQ�UHOLHI�HPSOR\PHQW�IRU

WKH�UXUDO�SRRU�DQG�XQHPSOR\HG�ZDV�D�FHQWUDO�JRYHUQPHQW�VFKHPH��:HVWHUJDDUG�DQG�$ODP������������

6RFLDO�HTXLW\

7KH�RQO\�UHDO�HIIRUWV�WR�DGGUHVV�SRYHUW\�DQG�HTXLW\�LVVXHV�XQGHU�WKH�(UVKDG�GHFHQWUDOLVDWLRQ�VFKHPH�ZHUH

LQ�WKH�LPSOHPHQWDWLRQ�RI�GLVDVWHU�UHOLHI�SURJUDPPHV�E\�ORFDO�JRYHUQPHQWV��7KH�YLHZ�IURP�WKH�JUDVVURRWV

RI�WKHVH�SURJUDPPHV�ZDV�JHQHUDOO\�QHJDWLYH��)ORRG�UHKDELOLWDWLRQ�SURJUDPPHV�ZHUH�VDLG� WR�VXIIHU� IURP

SRRU� PDQDJHPHQW�� PDOGLVWULEXWLRQ�� FRUUXSWLRQ� DQG� VKRUWDJHV� RI� UHVRXUFHV� �,QJKDP� DQG� .DODP� �����

���²���� 9HU\� IHZ� SRRU� KRXVHKROGV� KDG� UHFHLYHG� DQ\� EHQHILWV�� DQG� ZKDW� ZDV� UHFHLYHG� ZDV� YHU\� OLWWOH

FRPSDUHG�WR�DFWXDO�ORVVHV��7KHUH�ZHUH�FODLPV�WKDW�JRYHUQPHQW�RIILFLDOV�DQG�ORFDO�UHSUHVHQWDWLYHV�KDG�OLWWOH

V\PSDWK\�IRU�IORRG�YLFWLPV��DQG�IHZ�RIILFHUV�ZHUH�VHHQ�YLVLWLQJ�IORRG�DIIHFWHG�DUHDV��)XUWKHUPRUH��WKHUH

ZDV�D�VWURQJ�EHOLHI�WKDW�RQFH�WKH�LPPHGLDWH�GDQJHU�KDG�SDVVHG��UHKDELOLWDWLRQ�ZRUN�RQ�IORRG�SURWHFWLRQ

ZDV�QHJOHFWHG�LQ�IDYRXU�RI�URDGV��EULGJHV�DQG�EXLOGLQJV��DOO�RI�ZKLFK�SURYLGHG�JUHDWHU�RSSRUWXQLWLHV�IRU

SHUVRQDO�HQULFKPHQW��,QJKDP�DQG�.DODP���������²���

,Q� 0H[LFR�� WKH� VWRU\� LV� VLPLODU�� EXW� HYHQ� PRUH� SURQRXQFHG�� EHFDXVH� SURJUDPPHV� LQWHQGHG� WR

SURPRWH� VRFLDO� HTXLW\� ZHUH� LQ� UHDOLW\� DWWHPSWV� WR� DOWHU� SDWURQDJH� UHODWLRQV� LQ� IDYRXU� RI� WKH� FHQWUDO

JRYHUQPHQW�DQG�WKH�UXOLQJ�SDUW\��/RFDO�JRYHUQPHQWV�ZHUH�JLYHQ�UHVSRQVLELOLW\�IRU�WKH�LPSOHPHQWDWLRQ�RI

WKH� QDWLRQDO� 6ROLGDULW\� IXQG�� RVWHQVLEO\� D� SRYHUW\� DOOHYLDWLRQ� SURJUDPPH�� 0RVW� SURMHFWV� IXQGHG� E\

6ROLGDULW\�ZHUH�FRQFHUQHG�ZLWK�UDSLG�UHVXOWV� UDWKHU� WKDQ�PHHWLQJ� WKH�QHHGV�RI� WKH�SRRU� ��VWDWH�RIILFLDOV�

UDWKHU� WKDQ� ORFDO� FRPPXQLWLHV� GHILQHG� SURMHFWV�� ,Q�PDQ\� FDVHV�� WKH� EXLOGLQJ� RI� DSSDUHQWO\� XQQHFHVVDU\

LQIUDVWUXFWXUH��VXFK�DV�EDVNHWEDOO�FRXUWV��ZDV�FRQVLGHUHG�WR�EH�EHWWHU�WKDQ�QRWKLQJ��JLYHQ�WKH�SDXFLW\�RI

IXQGV� DQG� WKH� WLPH� SUHVVXUHV� DSSOLHG� E\� SURJUDPPH� RIILFLDOV� WR� SURGXFH� D� WDQJLEOH� UHVXOW� �)R[� �����

��²����2YHUDOO�� YXOQHUDEOH� JURXSV� ZHUH� RIWHQ� LQFUHDVLQJO\�PDUJLQDOLVHG� E\� WKH� GHFHQWUDOLVDWLRQ� SURFHVV

�)R[� DQG� $UDQGD� ������� ,Q� 1LJHULD�� HYHQ� FDVH� VWXGLHV� RI� VXFFHVVIXO� ORFDO� JRYHUQPHQWV� VKRZ� SRRU

SHUIRUPDQFH�RQ�HTXLW\�LVVXHV��2ORZX���������²����

+XPDQ�GHYHORSPHQW

6XUYH\V�RI�JUDVVURRWV�RSLQLRQ�VKRZ�WKDW��LQ�WHUPV�RI�VHUYLFH�GHOLYHU\�IRU�WKH�SRRU��WKH�(UVKDG�H[SHULPHQW

IDLOHG�� ,W�ZDV� IRXQG� WKDW�SULYDWH�KHDOWK� FDUH�� LQ� WKH� IRUP�RI� WUDGLWLRQDO� GRFWRUV�ZDV� FRQVLGHUDEO\�PRUH
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SRSXODU� WKDQ� ORFDO� JRYHUQPHQW� KHDOWK� IDFLOLWLHV�� 7KLV� ZDV� EHFDXVH� RI� D� ODFN� RI� PHGLFLQHV� DQG� DQ

XQV\PSDWKHWLF�DQG�LPSHUVRQDO�VHUYLFH�SURYLGHG�E\�WKH�ORFDO�DGPLQLVWUDWLRQ��+HDOWK�RIILFLDOV�DQG�GRFWRUV

ZHUH�XQZLOOLQJ� WR�YLVLW�YLOODJHV��FRPSRXQGLQJ�SUREOHPV�RI�DFFHVV� IRU�SRRU�SDWLHQWV��/LWWOH�KHDGZD\�ZDV

PDGH� LQ� WUDQVIRUPLQJ� WUDGLWLRQDO� IHDUV� RI� YDFFLQDWLRQ� SURJUDPPHV�� DQG� WKHUH� ZDV� JHQHUDO� HYLGHQFH� RI

QHJOHFW�RI�KHDOWK�VHUYLFHV�E\�ORFDO�DGPLQLVWUDWLRQV��VXJJHVWLQJ�WKDW�KHDOWK�ZDV�QRW�SULRULWLVHG�DW�WKLV�OHYHO

�,QJKDP� DQG�.DODP������� ��²��� ,QJKDP� DQG�.DODP� ������ ������ 7KH� LPSOHPHQWDWLRQ� RI� GHFHQWUDOLVHG

VRFLDO�VHFWRU�SROLFLHV�LQ�1LJHULD�ZDV��LI�DQ\WKLQJ��HYHQ�ZRUVH��'HFHQWUDOLVDWLRQ�RI�HGXFDWLRQ�OHG�WR�WHDFKHU

VWULNHV� LQ�RQH� VWDWH�� DV� WKH� ORZ�SULRULW\� DIIRUGHG� WR�HGXFDWLRQ�E\� ORFDO� JRYHUQPHQWV�PHDQW� WKDW� VDODULHV

ZHUH� OHIW�XQSDLG�DQG�WHDFKHUV�IHDUHG�WKH�FRQVHTXHQFHV�RI�EHLQJ�XQGHU� WKH�GLUHFW�FRQWURO�RI� WKH�FRXQFLO

&KDLUPHQ��*ER\HJD�����������7KH�GHFHQWUDOLVHG�LPSOHPHQWDWLRQ�RI�SULPDU\�KHDOWK�FDUH�KDV�DOVR�EHHQ�D

GLVDVWHU��:XQVFK�DQG�2ORZX�����²�����²���

6SDWLDO�HTXLW\

7KHUH�LV�OLWWOH�HYLGHQFH�RQ�WKH�HIIHFWV�RI�GHFHQWUDOLVDWLRQ�RQ�LQWHU�UHJLRQDO�HTXLW\� LQ�%DQJODGHVK��EXW�WKH

SDUDOOHO� FDVHV�RI�1LJHULD� DQG�0H[LFR� VXJJHVW� WKDW� WKH� LPSDFW� KDV� EHHQ�QHJDWLYH�� ,Q�1LJHULD�� WKH� VSDWLDO

VWUXFWXUH�RI�ORFDO�JRYHUQPHQW�HQFRXUDJHV�XUEDQ�ELDV�DURXQG�ORFDO�JRYHUQPHQW�KHDGTXDUWHUV��$NSDQ������

������ ,Q�0H[LFR�� WKH� 6ROLGDULW\� SURJUDPPH� WDUJHWHG�PLGGOH� LQFRPH�� UDWKHU� WKDQ� SRRUHU� VWDWHV�� EHFDXVH

HOHFWRUDO�FRPSHWLWLRQ�DQG�SROLWLFV�ZHUH�WKH�PDMRU�LVVXHV�LQ�SURJUDPPH�DOORFDWLRQ��,Q�WKH�VWDWHV�ZKHUH�WKH

ORFDO�EUDQFK�RI�WKH�UXOLQJ�SDUW\�UHWDLQHG�D�GH�IDFWR�PRQRSRO\�²�ZKLFK�WHQGHG�WR�FRLQFLGH�ZLWK�WKH�SRRUHU

VWDWHV��VXFK�DV�&KLDSDV�²�6ROLGDULW\�IXQGLQJ�ZDV�QRW�QHHGHG�DV�PXFK��)R[���������²����+HQFH��WKH�ODFN�RI

SRVLWLYH�SRYHUW\�RXWFRPHV�FDQ�EH�VHHQ�DV�D�UHVXOW�RI�WKH�RYHUDOO�DLP�RI�GHFHQWUDOLVDWLRQ�DQG�WKH�6ROLGDULW\

IXQG�²�WKH�PDLQWHQDQFH�RI�WKH�UXOLQJ�SDUW\�LQ�SRZHU�

� &RPSDULQJ�H[SODQDWLRQV�RI�WKH�RXWFRPHV�RI�GHFHQWUDOLVDWLRQ��LV�WKHUH

D�FRPPRQ�SDWWHUQ"

7KH�HYLGHQFH�IURP�WKH�FDVHV�UHYLHZHG�DERYH�JLYHV�D�GLVWULEXWLRQ�RI�RXWFRPHV�ZKLFK�HQDEOHV�XV�WR�FODVVLI\

VRPH�GHFHQWUDOLVDWLRQ�VFKHPHV�DV�KDYLQJ�SHUIRUPHG�LQ�D�EURDGO\�SRVLWLYH�PDQQHU��DQG�RWKHUV�DV�KDYLQJ

SHUIRUPHG� SRRUO\� ZLWK� UHVSHFW� WR� UHVSRQVLYHQHVV� WR� WKH� SRRU� DQG� SUR�SRRU� VRFLDO� DQG� HFRQRPLF

GHYHORSPHQW��7KHVH�DUH� VXPPDULVHG� LQ�7DEOH����7KH� UHYLHZ� �WRJHWKHU�ZLWK�FRPSDUDWLYH�HYLGHQFH� IURP

RWKHU� FDVHV� QRW� IXOO\� UHYLHZHG�� VKRZV� WKDW� RQO\� WKH� HYLGHQFH� UHODWLQJ� WR� :HVW� %HQJDO� LQGLFDWHV� DQ

XQDPELJXRXVO\�SRVLWLYH�RXWFRPH�RQ�ERWK�GLPHQVLRQV��ZKLOVW�.DUQDWDND��&RORPELD�DQG�%UD]LO�VKRZ�JRRG

UHVXOWV�LQ�VRPH�DVSHFWV�RU�IRU�SDUWLFXODU�ORFDO�FDVHV��%RWK�WKH�3KLOLSSLQHV�DQG�&KLOH�KDYH�WR�EH�UHJDUGHG�DV

FDVHV�ZKRVH�UHFRUG�LV�KLJKO\�FRQWHVWHG�RU�ZKLFK�DZDLW�IXUWKHU�HYLGHQFH�DQG�PXVW�WKHUHIRUH�EH�VLGHOLQHG�

7KH�RWKHU�FDVHV�²�*KDQD��&RWH�G·,YRLUH��%DQJODGHVK��.HQ\D��1LJHULD�DQG�0H[LFR�KDYH�DOO�WR�EH�UHJDUGHG

DV�H[DPSOHV�RI�WKH�IDLOXUH�RI�GHFHQWUDOLVDWLRQ�WR�KHOS�WKH�SRRU��ZLWK�*KDQD�EHLQJ�WKH�¶OHDVW�EDG·�LQ�WKDW�LWV

SDUWLFLSDWLRQ�UHFRUG�ZDV�UHODWLYHO\�JRRG�DQG�UHFHQW� LQFUHDVHV� LQ� LWV� IXQGLQJ�PHDQ� WKDW� LW�PD\�QRZ�KDYH
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PRUH�SRWHQWLDO��DW�OHDVW��WR�SURYLGH�PRUH�GHYHORSPHQW��%XW� LWV�$FKLOOHV�KHHO� LV� LWV� ODFN�RI�DFFRXQWDELOLW\�

%DQJODGHVK��1LJHULD��0H[LFR�DQG�.HQ\D�FDQ�EH�UDWHG�DV�XQDPELJXRXVO\�GLVDVWURXV�

$� FRQILJXUDWLYH� DQDO\VLV� RI� WKHVH� FDVHV� UHYHDOV� WKH� FRPELQHG� LPSDFW� RI� WKH� GLIIHUHQW� YDULDEOHV

LGHQWLILHG�LQ�RXU�LQLWLDO�DQDO\WLFDO�IUDPHZRUN��VHH�7DEOH����

)LUVW�� LV� WKH� YDULDWLRQ� LQ� UHODWLRQV� EHWZHHQ� ORFDO� DQG� FHQWUDO� JRYHUQPHQWV�� RQH� RI� WKH� FOHDUHVW

FRQWUDVWV� EHWZHHQ�:HVW� %HQJDO��.DUQDWDND� DQG� WKH�%UD]LOLDQ� VWDWHV� RQ� WKH� RQH� KDQG�� DQG� %DQJODGHVK�

1LJHULD�� 0H[LFR� DQG� SHUKDSV� .HQ\D� RQ� WKH� RWKHU�� LV� WKDW� HYHQ� WKRXJK� WKH� ODWWHU� FRXQWULHV� DOORFDWHG

VXEVWDQWLDO� UHVRXUFHV� WR� WKH� GHFHQWUDOLVHG� DXWKRULWLHV�� WKH\� IDLOHG� WR� HQVXUH� WKDW� WKH\� ZHUH� XVHG� LQ� D

UHVSRQVLEOH�DQG�DFFRXQWDEOH�PDQQHU��ZKLOVW�UHVSHFWLQJ�ORFDO�DXWRQRP\�

$Q�H[SODQDWLRQ�RI�ZK\�WKH� ODWWHU�JURXS�RI�JRYHUQPHQWV� IDLOHG�VXIILFLHQWO\� WR�VXSSRUW�DQG�PRQLWRU

WKH�GHFHQWUDOLVHG�V\VWHP�PD\�EH�VRXJKW�LQ�WKH�SROLWLFV�RI�ORFDO�FHQWUDO�UHODWLRQV��,W�LV�KLJKO\�VLJQLILFDQW�WKDW

WKH� PRVW� VXFFHVVIXO� FDVHV� ZHUH� WKH� RQHV� ZKHUH� FHQWUDO� JRYHUQPHQW� QRW� RQO\� KDG� DQ� LGHRORJLFDO

FRPPLWPHQW�WR�SUR�SRRU�SROLFLHV��EXW�ZDV�SUHSDUHG�WR�HQJDJH�DFWLYHO\�ZLWK�ORFDO�SROLWLFV��HYHQ�LI�IRU�LWV

RZQ� SROLWLFDOO\� VHOI�VHUYLQJ� UHDVRQV��� WR� FKDOOHQJH� ORFDO� HOLWH� UHVLVWDQFH� LI� QHFHVVDU\� DQG� WR� HQVXUH

LPSOHPHQWDWLRQ�RI�SROLFLHV��,Q�,QGLD��:HVW�%HQJDO��DQG�%UD]LO�SUR�SRRU�RXWFRPHV�ZHUH�LQ�IDFW�D�SURGXFW

RI� WKH� V\QHUJ\� EHWZHHQ� ORFDO� DQG� FHQWUDO� IDFWRUV�� FHQWUDOO\� IXQGHG�� SRYHUW\�UHOHYDQW� SURJUDPPHV

LPSOHPHQWHG� LQ� FRRSHUDWLRQ�ZLWK� ORFDO� JRYHUQPHQWV�� DQG� JLYHQ� D� VWURQJ� LGHRORJLFDO� DQG�RUJDQLVDWLRQDO

LPSHWXV�DW�WKH�ORFDO�OHYHO�IURP�WKH�FRPPLWPHQW�RI�ORFDO�HPSOR\HHV�DQG�SROLWLFDO�DFWLYLVWV�

7R�DFKLHYH�WKLV�LW�ZDV�QHFHVVDU\�WR�KDYH�HLWKHU�D�VWURQJ�SROLWLFDO�SDUW\�ZKLFK�PRELOLVHG�DQ�HOHFWRUDO

FRDOLWLRQ�LQ�IDYRXU�RI�VXFK�SROLFLHV��RU�HOLWHV�ZKR��LQ�WKH�SURFHVV�RI�FRPSHWLWLRQ��VDZ�WKH�SROLFLHV�DV�D�ZD\

RI�DFKLHYLQJ�SRSXODULW\��6XFK�VXFFHVV�DV�WKH�&RORPELDQ�FDVHV�DFKLHYHG�FDQ�EH�H[SODLQHG�LQ�D�VLPLODU�ZD\�

LQ�WKDW�GLUHFWHG�FHQWUDO�IXQGLQJ�ZDV�DFFRPSDQLHG�E\�WKH�HPHUJHQFH�RI�DQ�HOHFWHG�OHDGHUVKLS�ZKLFK�PDGH�D

YLUWXH� RXW� RI� LWV� FRPPLWPHQW� WR� SRSXODU�� SDUWLFLSDWRU\�� SROLFLHV�� %XW� LW� PD\� EH� SUHGLFWHG� WKDW� WKH

&RORPELDQ�VXFFHVVHV�ZLOO�QHYHU�EH�JHQHUDOLVHG�QDWLRQDOO\�ZLWKRXW� WKH�FRPPLWPHQW�RI� D� VWURQJ�QDWLRQDO

SDUW\�� ,W� VKRXOG� DOVR� EH� QRWHG� WKDW� QRQH� RI� WKHVH� GHYHORSPHQWV� ZRXOG� KDYH� EHHQ� SRVVLEOH� LQ� WKH

VXFFHVVIXO�FDVHV�ZLWKRXW�UHJXODU��FRPSHWLWLYH�HOHFWLRQV�

,Q�1LJHULD�� %DQJODGHVK� DQG�0H[LFR�� RQ� WKH� RWKHU� KDQG�� WKH� OLQNDJH� EHWZHHQ� FHQWUDO� JRYHUQPHQW

IXQGLQJ� DQG� ORFDO� OHDGHUV� KDG� DQ� HQWLUHO\� GLIIHUHQW� SXUSRVH�� ,Q� WKHVH� FDVHV�� FHQWUDO� JRYHUQPHQWV� ZHUH

XVLQJ� IXQGLQJ� HLWKHU� WR� FUHDWH� DE� LQLWLR� RU� WR� FRQVROLGDWH� DQ� DOOLDQFH� ZLWK� ORFDO� HOLWHV� EDVHG� RQ� WKH

DYDLODELOLW\� RI� SDWURQDJH� RSSRUWXQLWLHV�� ,Q� 0H[LFR�� WKH� LQLWLDWLYH� WRRN� SODFH� ZLWKLQ� DQ� DOUHDG\� ZHOO

HVWDEOLVKHG�UXOLQJ�SDUW\�VWUXFWXUH��DQG�LWV�SXUSRVH�ZDV�VLPSO\�WR�VWUHQJWKHQ�RU�UHYLYH�WKH�SDUW\�LQ�NH\�ORFDO

DUHDV��,Q�%DQJODGHVK��WKH�LQWHQWLRQ�ZDV�WR�FUHDWH�D�SDUW\�ZLWK�D�UXUDO�SROLWLFDO�EDVH�WR�VXSSRUW�WKH�UHJLPH�

ZKLOVW�LQ�1LJHULD��WKH�PLOLWDU\�DLPHG�WR�XQGHUPLQH�VWDWH�JRYHUQPHQW�FKDOOHQJHV�WR� LWV�KHJHPRQ\��DQG�WR

FUHDWH�GHSHQGHQW�ORFDO�JRYHUQPHQW�EDVHG�HOLWHV�ZKR�ZRXOG�EH�LWV�VXSSRUWHUV�WKURXJKRXW�WKH�VPDOO�WRZQV

DQG�UXUDO�DUHDV�RI�WKH�FRXQWU\��7KH�SROLWLFDO�QHHG�WR�FRQVWUXFW�VXFK�DOOLDQFHV�DQG�FOLHQWHOLVWLF�SRZHU�EDVHV

LQ�WXUQ�H[SODLQV�WKH�XWWHU�ODFN�RI�DFFRXQWDELOLW\�DQG�FRUUXSWLRQ�ZKLFK�FKDUDFWHULVHG�WKH�1LJHULDQ�V\VWHP�
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,Q�QRQH�RI�WKHVH�WKUHH�FRXQWULHV�ZDV�LW�OLNHO\�WKDW�GHFHQWUDOLVDWLRQ�ZRXOG�HPSRZHU�DQ\�NLQG�RI�FKDOOHQJH

WR�ORFDO�HOLWHV�UHVLVWDQW�WR��RU�XQLQWHUHVWHG�LQ�WKH�GHYHORSPHQW�RI�SUR�SRRU�SROLFLHV�

7DEOH���7KH�RXWFRPHV�RI�GHFHQWUDOLVDWLRQ��E\�FRXQWU\

&RXQWU\� 2XWFRPHV�

3DUWLFLSDWLRQ�E\��UHVSRQVLYHQHVV�WR�WKH�SRRU ,PSDFW�RQ�VRFLDO�DQG�HFRQRPLF�SRYHUW\

:HVW�%HQJDO *RRG��LPSURYHG�SDUWLFLSDWLRQ�DQG
UHSUHVHQWDWLRQ��LPSURYHG�UHVSRQVLYHQHVV

*RRG��SRVLWLYH�RQ�JURZWK��HTXLW\��+'�
HYLGHQFH�ODFNLQJ�RQ�VSDWLDO�HTXLW\

.DUQDWDND )DLUO\�JRRG��LPSURYHG�UHSUHVHQWDWLRQ��EXW
SDUWLFLSDWLRQ�RI�SRRU�OHVV�HIIHFWLYH�DQG
UHVSRQVLYHQHVV�ORZ

1HXWUDO��GLG�OLWWOH�WR�GLUHFWO\�KHOS�SUR�SRRU
JURZWK��RU�HTXLW\��+'�DQG�VSDWLDO�HTXLW\
LQGLUHFWO\�EHQHILWHG�IURP�IXQGLQJ�DOORFDWLRQV
DQG�GHYHORSPHQW�SURJUHVV

&RORPELD )DLUO\�JRRG��HYLGHQFH�RQ
SDUWLFLSDWLRQ�UHSUHVHQWDWLRQ�DPELJXRXV��EXW
UHVSRQVLYHQHVV�LPSURYHG�

)DLUO\�JRRG��OLWWOH�HYLGHQFH�RQ�JURZWK�RU
HTXLW\��EXW�JRRG�UHVXOWV�RQ�+'��VSDWLDO�HTXLW\

3KLOLSSLQHV 0L[HG��UHSUHVHQWDWLRQ�DQG�SDUWLFLSDWLRQ
LPSURYHG�WKURXJK�32V�DQG�1*2V��EXW
HYLGHQFH�RQ�UHVSRQVLYHQHVV�FRQWHVWHG��ORFDO
HOLWHV�VWLOO�SRZHUIXO

1R�HYLGHQFH�SUHVHQWHG

%UD]LO /LWWOH�HYLGHQFH��EXW�WKRXJKW�WR�EH�SRRU�DV
VSRLOV�SDWURQDJH�V\VWHP�UXQ�E\�SRZHUIXO
0D\RUV�DQG�*RYHUQRUV�VWLOO�GRPLQDQW

*RRG�RQ�HTXLW\��+'�LQ�H[FHSWLRQDO�DUHDV
ZKHUH�VWDWH�RU�IHGHUDO�SURJUDPPHV
FRPELQHG�ZLWK�GHFHQWUDOLVDWLRQ��SRRU
JHQHUDOO\�RQ�VSDWLDO�HTXLW\

&KLOH 1R�HYLGHQFH�SUHVHQWHG 0L[HG��JURZWK��HTXLW\�JRRG�DV�UHVXOW�RI
WDUJHWWLQJ��EXW�HYLGHQFH�RQ�+'��VSDWLDO�HTXLW\
FRQWHVWHG��WHQGV�WR�VKRZ�QHJDWLYH�HIIHFWV��

&RWH�G¶,YRLUH 3RRU��SDUWLFLSDWLRQ�DQG�UHSUHVHQWDWLRQ�ORZ�
UHVSRQVLYHQHVV�YHU\�ORZ

1R�HYLGHQFH�SUHVHQWHG��EXW�VSDWLDO�HTXLW\
SUREDEO\�LPSURYHG�WKURXJK�JRYHUQPHQW
DOORFDWLRQV�WR�UXUDO�DUHDV

%DQJODGHVK 3RRU��VRPH�LPSURYHPHQW�LQ�SDUWLFLSDWLRQ�
EXW�YHU\�QHJDWLYH�RQ�UHSUHVHQWDWLRQ�RI
SRRU��UHVSRQVLYHQHVV�ORZ

9HU\�SRRU�RQ�DOO�FULWHULD��XQGHUPLQHG�E\
FRUUXSWLRQ�DQG�SROLWLFDO�SDWURQDJH

*KDQD )DLUO\�SRRU��3DUWLFLSDWLRQ�E\�SRRU�DQG
FRPPXQLW\�JURXSV�LPSURYHV��OLPLWHG
LPSURYHPHQW�LQ�UHSUHVHQWDWLRQ��EXW
UHVSRQVLYHQHVV�ORZ�

/LPLWHG�HYLGHQFH�VKRZV�WKDW�UHVRXUFHV
LQYROYHG�WRR�LQVLJQLILFDQW�WR�KDYH�PDGH�PXFK
LPSDFW��6SDWLDO�HTXLW\�PD\�KDYH�LPSURYHG
WKURXJK�JRYHUQPHQW�DOORFDWLRQV

.HQ\D 9HU\�SRRU��SROLWLFDOO\�UXQ�GHFRQFHQWUDWLRQ
VFKHPH

6RPH�LPSDFW�RQ�VSDWLDO�HTXLW\�WKURXJK
SROLWLFDOO\�PRWLYDWHG�UHGLVWULEXWLRQ

1LJHULD 9HU\�SRRU��ORZ�SDUWLFLSDWLRQ�DQG
UHSUHVHQWDWLRQ��YHU\�EDG�UHFRUG�RI
UHVSRQVLYHQHVV�DQG�ODFN�RI�DFFRXQWDELOLW\

3RRU��YHU\�EDG�UHFRUG�RQ�HTXLW\��+'��VSDWLDO
HTXLW\�VXEMHFW�WR�SROLWLFDO�PDQLSXODWLRQ�DQG
XUEDQ�ELDV�

0H[LFR 1R�HYLGHQFH�SUHVHQWHG��EXW�DVVXPHG�WKDW
SDUW\�GRPLQDWHG�SDWURQDJH�V\VWHP�UHPDLQV
OLWWOH�FKDQJHG

3RRU�LQ�VSLWH�RI�VLJQLILFDQW�FHQWUDO�IXQGLQJ
DOORFDWLRQV��HTXLW\��VSDWLDO�HTXLW\�DQG�+'
XQGHUPLQHG�E\�SROLWLFDO�SDWURQDJH
FRQVLGHUDWLRQV�DQG�µEDVNHWEDOO�FRXUW¶
V\QGURPH��

1HLWKHU�*KDQD�QRU�&RWH�G·,YRLUH�FDQ�EH�SXW�LQWR�WKH�VDPH�H[WUHPH�FDWHJRU\�DV�WKH�SUHYLRXV�WKUHH�FDVHV�

EXW�WKH�VDPH�IDFWRUV�DUH�UHOHYDQW�WR�H[SODLQLQJ�VRPH�DVSHFWV�RI�WKHLU�GHFHQWUDOLVDWLRQ�RXWFRPHV��,Q�&RWH

G·,YRLUH�� D� ¶0H[LFDQ·� ORJLF� ZDV� LQLWLDOO\� DW� ZRUN�� D� ORQJ�� HVWDEOLVKHG�� GRPLQDQW� UXOLQJ� SDUW\� VHHNLQJ� WR

UHQHZ�LWVHOI�E\�RIIHULQJ�RSHQLQJV�WR�QHZ�FDGUHV�DQG�DOORFDWLQJ�UHVRXUFHV�WR�WKH�VPDOO�WRZQV�RI�WKH�UXUDO

DUHDV��EXW�LQ�D�ZD\�ZKLFK�ZRXOG�SUHYHQW�WKH�HPHUJHQFH�RI�DQ\�EURDGHU�SROLWLFDO�FKDOOHQJH�WR�WKH�UHJLPH�
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7KH�PD\RUV�ZHUH�VLPSO\�DQ�H[WHQVLRQ�RI�WKH�UXOLQJ�SDUW\�QHWZRUN��DQG�DW�WKH�ORFDO�OHYHO�WKH�UHIRUP�ZDV

YLUWXDOO\�JXDUDQWHHG�WR�UHPDLQ�D�IDLUO\�FRQVHUYDWLYH��HOLWH�EDVHG�H[HUFLVH��,Q�*KDQD��LW�LV�SRVVLEOH��KDG�WKH

LQLWLDO�¶UHYROXWLRQDU\·�WUDMHFWRU\�RI�WKH�UHJLPH�VXUYLYHG��WKDW�D�:HVW�%HQJDO�VFHQDULR�PLJKW�KDYH�GHYHORSHG�

%XW�E\�WKH�ODWH�����V��WKH�UHYROXWLRQDU\�RUJDQLVDWLRQV�ZHUH�OLWWOH�PRUH�WKDQ�¶5DZOLQJV�OR\DOLVWV·�DQG�RQFH

WKH\�ZHUH�FRQYHUWHG�LQWR�D�FRQYHQWLRQDO�SROLWLFDO�SDUW\��WKH\�EHFDPH�SDUW�RI�D�FHQWUDOO\�FRQWUROOHG�SRZHU

DQG�SDWURQDJH� V\VWHP��ZRUNLQJ�ZLWK� FRRSWHG� ORFDO� HOLWHV�ZKHUH� SRVVLEOH�� DQG� H[FOXGLQJ� WKH� RSSRVLWLRQ

HOLWHV�ZKHUH�QHFHVVDU\��*KDQD�DOVR�ODFNHG���DQG�VWLOO�ODFNV��FRPSHWLWLYH�SDUW\�HOHFWLRQV�DW�ORFDO�OHYHO��D�NH\

IDFWRU�LQ�IRUFLQJ�WKH�NLQGV�RI�DOOLDQFHV�VHHQ�LQ�WKH�VXFFHVVIXO�FDVHV�

6HFRQG�� WKH�SUREOHP�RI� ¶HOLWH� FDSWXUH·� DQG� ORFDO�SRZHU� VWUXFWXUHV�� LQ�:HVW�%HQJDO� DQG�%UD]LO� �WKH

RQO\�WZR�ZLWK�SRVLWLYH�VRFLDO�DQG�HFRQRPLF�RXWFRPHV���FRQVHUYDWLYH�ORFDO�HOLWHV�ZHUH�FKDOOHQJHG�ORFDOO\�E\

JURXSV�VXSSRUWHG�H[WHUQDOO\�E\�DQ�LGHRORJLFDOO\�FRPPLWWHG�JRYHUQPHQW�DQG�RU�SDUW\��,Q�.DUQDWDND��DV�LQ

RWKHU�VWDWHV�RI�%UD]LO��HOLWH�FDSWXUH�SUREDEO\�YLWLDWHG�WKH�RWKHUZLVH�SRVLWLYH�HIIHFWV�RI�WKH�UHIRUP��ZKLOVW�LQ

&RORPELD�LQ�WKH�FDVHV�FLWHG��HOHFWRUDO�FRPSHWLWLRQ�VHHPV�WR�KDYH�SURGXFHG�D�PRUH�UHIRUP�PLQGHG�ORFDO

HOLWH�� ,Q�%DQJODGHVK��1LJHULD�� DQG�.HQ\D��E\�FRQWUDVW�� FRQVHUYDWLYH�HOLWH� FDSWXUH�RI�GHFHQWUDOLVDWLRQ�ZDV

DFWXDOO\�IDFLOLWDWHG�E\�WKH�JRYHUQPHQW·V�GHVLUH�WR�FUHDWH�DQG�VXVWDLQ�D�SRZHU�EDVH�LQ�WKH�FRXQWU\VLGH�DQG�WR

SUHYHQW� RSSRVLWLRQ� IRUFHV� FRDOHVFLQJ�� ZKLOVW� LQ� *KDQD� D� VLPLODU� PRWLYDWLRQ� WRRN� RYHU� DIWHU� DQ� LQLWLDO

FRPPLWPHQW� WR� UDGLFDO� UHIRUP� IDGHG�� &RWH� G·,YRLUH� DQG� 0H[LFR� H[HPSOLI\� D� WKLUG� VFHQDULR� LQ� ZKLFK

GHFHQWUDOLVDWRQ� ZDV� XVHG� E\� D� UXOLQJ� SDUW\� WR� UHQHZ� DQG� H[WHQG� WKH� SDUW\·V� VXSSRUW� ZLWKRXW� DQ\� UHDO

FRPPLWPHQW� WR� SUR�SRRU� SROLFLHV� ZKLFK� PLJKW� GLVWXUE� WKH� HQWUHQFKHG� EXW� GHSHQGHQW� QHWZRUNV� RI

LQIOXHQFH�DQG�SDWURQDJH�

7KLUG�� WKH� H[WHQW� WR�ZKLFK� HQKDQFHG�SDUWLFLSDWLRQ�ZDV� HIIHFWLYH� LQ� HVWDEOLVKLQJ� DFFRXQWDELOLW\��$V

QRWHG�DOUHDG\��IDLU�DQG�FRPSHWLWLYH�HOHFWLRQV�ZHUH�D�NH\�IDFWRU�LQ�GHYHORSLQJ�SXEOLF�DFFRXQWDELOLW\�LQ�WKH

PRVW�VXFFHVVIXO�FDVHV��(YHQ�LQ�FDVHV� OLNH�%DQJODGHVK�RU�*KDQD��HOHFWLRQV�KDYH�KDG� LPSRUWDQW�HIIHFWV�DW

FHUWDLQ�SRLQWV��ZKHQ� WKH\�RSHUDWHG� WR� WKURZ�RXW� ORFDO� HOHFWHG�RIILFLDOV� HYHQ� WKRXJK� WKH� JHQHUDO� UHJLPH

FRQWH[W�SUHYHQWHG�WKH�UHVXOWV�IURP�FKDQJLQJ�WKH�UHDO�FKDUDFWHU�RI�WKH�ORFDO�JRYHUQPHQWV��$W�WKH�OHYHO�RI

LQVWLWXWLRQDO� DFFRXQWDELOLW\�� WKH� GLIIHUHQFH� EHWZHHQ� WKH� VXFFHVVIXO� DQG� XQVXFFHVVIXO� FDVHV� LV� DEVROXWHO\

FOHDU

,Q�WKH�,QGLDQ�FDVHV��DQ�H[LVWLQJ�WUDGLWLRQ�RI�GHPRFUDWLF�JRYHUQPHQW��D�ZHOO�HVWDEOLVKHG�FLYLO�VHUYLFH

DQG�WKH�VFDOH�RI�WKH�DXWKRULWLHV�WKHPVHOYHV�DW�GLVWULFW�OHYHO�PHDQW�WKDW�WKHUH�ZDV�D�JRRG�EDODQFH�EHWZHHQ

WKH� SROLWLFDO� FORXW�ZKLFK� HOHFWHG� SROLWLFLDQV� FRXOG� H[HUFLVH�� DQG� WKH� DELOLW\� RI� FLYLO� VHUYDQWV� DQG� FRXQFLO

FRPPLWWHHV�WR�LQYRNH�OHJDO�DQG�DFFRXQWLQJ�QRUPV�LI�SROLWLFLDQV�WULHG�WR�H[FHHG�RU�DEXVH�WKHLU�SRZHUV��,Q

RWKHU�VWDWHV�RI�,QGLD��RI�FRXUVH�� WKLV�EDODQFH�KDV�EHHQ�VHYHUHO\�FKDOOHQJHG��EXW� UHODWLYH� WR�FDVHV� VXFK�DV

%DQJODGHVK� RU� 1LJHULD�� WKH� VLWXDWLRQ� LQ� :HVW� %HQJDO� RU� .DUQDWDND� LV� FOHDUO\� RI� D� GLIIHUHQW� RUGHU�� ,Q

%DQJODGHVK��WKH�HOHFWHG�&KDLUPHQ�ZHUH�RXW�RI�FRQWURO��WKHLU�PDLQ�FRQFHUQ�EHLQJ�WR�PDLQWDLQ�WKHLU�SROLWLFDO

UHODWLRQVKLSV�ZLWK�WKH�(UVKDG�SDWURQDJH�PDFKLQH�� LQ�1LJHULD�� WKH�EHKDYLRXU�RI�/RFDO�&RXQFLO�&KDLUPHQ

OHG� HYHQWXDOO\� WR� D�ZDYH�RI� LQHIIHFWLYH� ¶LPSHDFKPHQW·� SURFHHGLQJV�ZKLFK�ZHUH� WKHPVHOYHV� DQ� DEXVH� RI

SURFHGXUH��7KH�FRQWUDVW�ZLWK�WKH�%UD]LOLDQ�FDVHV�LV�DJDLQ�LQVWUXFWLYH��DOWKRXJK�WKHVH�ZHUH�VLWXDWLRQV�ZKHUH
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WKH� ORFDO� SROLWLFDO� HOLWHV� ZHUH� QRW� LQVWLQFWLYHO\� V\PSDWKHWLF� WR� WKH� SROLFLHV� WKH\� ZHUH� EHLQJ� DVNHG� WR

FRRSHUDWH�ZLWK�� WKH�VWURQJHVW�SRVVLEOH�DFFRXQWDELOLW\�ZDV�HQVXUHG�WKURXJK�WKH�RUJDQLVDWLRQDO�DQG�SXEOLF

FRQWUROV�

7KH� LPSRUWDQFH�RI�DFFRXQWDELOLW\� IRU�SUR�SRRU�RXWFRPHV� OLHV�VLPSO\� LQ� WKH�IDFW� WKDW� LI� D�SUR�SRRU

SROLWLFDO� LQWHUHVW� LV� UHSUHVHQWHG� DW� WKH� LQVWLWXWLRQDO� OHYHO� �HLWKHU� WKURXJK� SDUWLFLSDWLRQ� RU� WKURXJK

V\PSDWKHWLF�HOLWHV��WKHQ�LW�FDQ�EH�PDQLIHVWHG�LQ�WKH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�SROLF\��7KXV�WKH

.DUQDWDND� RXWFRPH� FDQ� EH� H[SODLQHG� E\� WKH� ODFN� RI� DQ� DFWXDO� UHSUHVHQWDWLRQ� RI� WKH� SRRU� ZLWKLQ� WKH

SDQFKD\DWL� LQVWLWXWLRQV��ZKLOVW�RQH�RI�WKH�IDFWRUV�H[SODLQLQJ�WKH�*KDQD�RXWFRPH�LV�WKH�IDLOXUH�RI�HOHFWHG

SROLWLFLDQV��ZKRHYHU�WKH\�UHSUHVHQWHG��WR�HVWDEOLVK�FRQWURO�RYHU�WKH�DGPLQLVWUDWLYH�DQG�ILQDQFLDO�PDFKLQHU\

RI�GLVWULFW�JRYHUQPHQW�

$QRWKHU�YDULDWLRQ�LQ�WKLV�VHW�RI�IDFWRUV�XQGHUOLHV�WKH�ORZ�UHVSRQVLYHQHVV�RI�WKH�,YRULDQ�FRPPXQHV�

,Q� WKLV� FDVH�� DOWKRXJK� HOHFWHG� RIILFLDOV� �WKH�PD\RUV��ZHUH� DEOH�� EHFDXVH� RI� WKHLU� SROLWLFDO� VWDWXV� DQG� WKH

HIIHFWLYHQHVV�RI�WKH�,YRULDQ�VWDWH�DGPLQLVWUDWLYH�DQG�ILQDQFLDO�V\VWHP��WR�HVWDEOLVK�JRRG�FRQWURO�RYHU�WKHLU

DGPLQLVWUDWLRQV�� WKHLU�FRQQHFWLRQV�ZLWK� WKH�HOHFWRUDWH�ZHUH� VR�ZHDN� WKDW� WKHLU�SXEOLF� DFFRXQWDELOLW\�ZDV

YLUWXDOO\� QRQ�H[LVWHQW�� 7KLV� PD\� EH� GLUHFWO\� FRPSDUHG� ZLWK� WKH� &RORPELDQ� FDVHV�� ZKHUH� WKH� PRVW

VXFFHVVIXO�PD\RUV�FOHDUO\�KDG�HVWDEOLVKHG�D�SXEOLF�FRQVWLWXHQF\�IRU�WKHLU�DSSURDFK�

,Q�WKH�3KLOLSSLQHV��LW�VHHPV�FOHDU�WKDW�WKHUH�LV�RUJDQLVHG�UHSUHVHQWDWLRQ�RI�RVWHQVLEO\�SUR�SRRU�JURXSV

�DOWKRXJK�WKHLU�FUHGHQWLDOV�QHHG�WR�EH�HVWDEOLVKHG�LQ�VRPH�FDVHV���VWURQJ�FHQWUDO�JRYHUQPHQW�VXSSRUW�IRU

SURJUDPPHV� ZKLFK� SURPRWH� WKHLU� LQWHUHVWV�� DQG� GHYROXWLRQ� RI� SRZHU� DQG� UHVRXUFHV�� 7KH� SURJQRVLV

VKRXOG�WKHUHIRUH�EH�JRRG��WKH�PDLQ�QHJDWLYH�IDFWRUV�EHLQJ�WKH�HPSRZHUPHQW�RI�FRQVHUYDWLYH�ORFDO�HOLWHV

ZKLFK�KDV� WDNHQ�SODFH�� DQG�FRQIOLFW�EHWZHHQ� ORFDO�JRYHUQPHQWV� DQG� WKH� VWDII�RI�GHFRQFHQWUDWHG�FHQWUDO

JRYHUQPHQW�DJHQFLHV�

)RXUWK�� WKH� V\VWHP� IRU� DOORFDWLQJ� UHVRXUFHV�� ERWK� DGPLQLVWUDWLYH� DQG� ILQDQFLDO�� :LWK� UHVSHFW� WR

IXQGLQJ��DV�LQGLFDWHG��VLPSO\�JLYLQJ�JHQHURXV�DPRXQWV�LV�QRW�HQRXJK��7KH�PRVW�VXFFHVVIXO�V\VWHPV�LQ�RXU

UHYLHZ�HQMR\HG�

�� VHFXUH� DQG� DGHTXDWH� HDUPDUNHG� IXQGLQJ� �OLQNHG� ZLWK� GHFRQFHQWUDWLRQ�� WRJHWKHU� ZLWK� ¶ULQJIHQFHG·

DOORFDWLRQV�IURP�JHQHUDO�WD[DWLRQ��RU�

�� WDUJHWHG� FHQWUDO� SRYHUW\�UHOHYDQW� SURJUDPPHV� RU� ¶VRFLDO� IXQGV·� IRU� GHYHORSPHQW� �ZLWK� WKH

DSSURSULDWH� DFFRXQWDELOLW\��� 6XFFHVV� LQ� DPHOLRUDWLQJ� VSDWLDO� LQHTXDOLW\� RQO\� FDPH� �DV� LQ� &RORPELD�

ZLWK�WKH�DOORFDWLRQ�RI�VXFK�IXQGV�XVLQJ�DQ�DGHTXDWH�HTXDOLVDWLRQ�IRUPXOD��RU�

�� D�KLHUDUFK\�RI�DXWKRULWLHV�ZKLFK��DW�WKH�ODUJHU�HQG���UHJLRQV��GLVWULFWV�LQ�,QGLD��VWDWHV�LQ�VRPH�IHGHUDO

V\VWHPV��KDG�VXIILFLHQW�VFDOH�WR�KDQGOH�WKH�UHVRXUFHV��UDLVH�VRPH�RI�WKHLU�RZQ�UHYHQXHV�DQG�SURYLGH

HIIHFWLYH�VXSSRUW�WR�WKH�ORZHU�OHYHO��JUDVV�URRWV�ERGLHV�

:LWK� UHVSHFW� WR� DGPLQLVWUDWLYH� UHVRXUFHV�� WKH� VXFFHVVIXO� FDVHV� ZHUH� DEOH� WR� RYHUFRPH� WKH� VWDQGDUG

SUREOHPV�RI�ODFN�RI�ERWK�KLJK�DQG�PLGGOH�OHYHO�VWDII��DQG�ODFN�RI�DGPLQLVWUDWLYH�¶LQIUDVWUXFWXUH·�E\�XVLQJ

H[LVWLQJ�� ZHOO�HVWDEOLVKHG� DGPLQLVWUDWLRQV� DW� D� OHYHO� ZKHUH� WKHUH� ZDV� VXIILFLHQW� VWUHQJWK� IRU� FDUHHUV�
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UHFUXLWPHQW� DQG� PDQDJHPHQW� QRW� WR� VXIIHU�� $SDUW� IURP� WKHLU� RWKHU� SUREOHPV�� WKH� GHFHQWUDOLVHG

H[SHULPHQWV� LQ�*KDQD��%DQJODGHVK�� DQG�1LJHULD� DOO� VXIIHUHG� IURP�DWWHPSWLQJ� WR� VHW� XS�QHZ� DXWKRULWLHV

ZLWK�LQDGHTXDWH�VWDIILQJ�DQG�SRRU�PDQDJHPHQW��DQG�IDLOLQJ�WR�DGGUHVV�WKH�OHJDO�DQG�SHUVRQQHO�SUREOHPV

ZKLFK�LQHYLWDEO\�DURVH��7KH\�DOVR�XQGHUHVWLPDWHG�WKH�FRVWV�ERWK�RI�WKH�H[WUD�VWDIILQJ�UHTXLUHG�DQG�RI�WKH

LQWHU�DJHQF\��SDUDOOHO�KLHUDUFK\�FRQIOLFWV�ZKLFK�DURVH�

$�IXUWKHU�DVSHFW�RI�DGPLQLVWUDWLYH�FDSDFLW\�OLHV�LQ�WKH�RUJDQLVDWLRQDO�FRPPLWPHQW�DQG�¶PRUDOH·�RI�WKH

ORFDO� DGPLQLVWUDWLRQV�� ,Q� WKH� XQVXFFHVVIXO� FDVHV� WKLV� ZDV� FOHDUO\� ORZ�� LQGHHG� KDG� SUREDEO\� EHHQ� PDGH

ZRUVH�E\� WKH�NLQG�RI�GHFHQWUDOLVDWLRQ� WKH\�KDG� H[SHULHQFHG� �WKH� IHDU�RI�1LJHULDQ�SXEOLF� VHUYDQWV� IDFHG

ZLWK�GHFHQWUDOLVHG�FRQWURO� LV� LQVWUXFWLYH��� ,Q�:HVW�%HQJDO��.DUQDWDND��%UD]LO�DQG�&RORPELD��E\�FRQWUDVW�
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DQ\�RI�WKH�VFKHPHV�H[DPLQHG��WZHQW\�\HDUV���7KLV�KDV�HQDEOHG�PDQ\�GHWDLOHG�VWXGLHV�WR�UHYHDO�DOO�LWV�IDXOWV�
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%URRNLQJV�,QVWLWXWLRQ

+DUULV��-���������¶'RHV�WKH�GHSUHVVRU�VWLOO�ZRUN"�$JUDULDQ�VWUXFWXUH�DQG�GHYHORSPHQW�LQ�,QGLD��D�UHYLHZ�RI

HYLGHQFH�DQG�DUJXPHQW·��-RXUQDO�RI�3HDVDQW�6WXGLHV�������

+HOOHU��3��������� ¶)URP�FODVV�VWUXJJOH� WR�FODVV�FRPSURPLVH�� UHGLVWULEXWLRQ�DQG�JURZWK� LQ�D�VRXWK�,QGLDQ

VWDWH·��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV������������²��

+XWKHU�� -��DQG�6KDK��$��������� ¶$SSO\LQJ�D� VLPSOH�PHDVXUH�RI�JRRG�JRYHUQDQFH� WR� WKH�GHEDWH�RQ� ILVFDO

GHFHQWUDOLVDWLRQ·�� 3ROLF\� 5HVHDUFK� :RUNLQJ� 3DSHU� ������ :DVKLQJWRQ�� '�&��� :RUOG� %DQN� 2SHUDWLRQV

(YDOXDWLRQV�'HSDUWPHQW��&RXQWU\�(YDOXDWLRQ�DQG�5HJLRQDO�5HODWLRQV�'LYLVLRQ
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,QJKDP�� %�� DQG� .DODP�� $�.�0��� ������ ¶'HFHQWUDOL]DWLRQ� DQG� GHYHORSPHQW�� WKHRU\� DQG� HYLGHQFH� IURP

%DQJODGHVK·��6DOIRUG�3DSHUV�LQ�(FRQRPLFV��6DOIRUG��8QLYHUVLW\�RI�6DOIRUG

³³� ������ ¶'HFHQWUDOL]DWLRQ� DQG� GHYHORSPHQW�� WKHRU\� DQG� HYLGHQFH� IURP� %DQJODGHVK·�� 3XEOLF

$GPLQLVWUDWLRQ�DQG�'HYHORSPHQW������������²��

-LQDGX�� /�$�� DQG� (GRK�� 7��� ������7KH� ����²����� /RFDO� *RYHUQPHQW� (OHFWLRQV� LQ� 1LJHULD�� /DJRV�� 1DWLRQDO

(OHFWRUDO�&RPPLVVLRQ

.HVVH\�� .��� ������ ¶)LQDQFLQJ� ORFDO� GHYHORSPHQW� LQ� *KDQD� �.XPDVL�·�� 635,1*� 5HVHDUFK� 6HULHV�1R� ���

'RUWPXQG��)DFXOW\�RI�6SDWLDO�3ODQQLQJ��8QLYHUVLW\�RI�'RUWPXQG

.KDQ��0�0���������¶3DUDGR[HV�RI�GHFHQWUDOLVDWLRQ�LQ�%DQJODGHVK·��'HYHORSPHQW�3ROLF\�5HYLHZ�����������²��

.RUWHQ��'�&���������3HRSOH�&HQWUHG�'HYHORSPHQW��:HVW�+DUWIRUG��.XPDULDQ�3UHVV

.XULDQ�� *��� ������ ¶(PSRZHULQJ� FRQGLWLRQV� LQ� WKH� GHFHQWUDOLVDWLRQ� SURFHVV�� DQ� DQDO\VLV� RI� G\QDPLFV�

IDFWRUV�DQG�DFWRUV� LQ�3DQFKD\DWL�5DM� LQVWLWXWLRQV�IURP�:HVW�%HQJDO�DQG�.DUQDWDND�� ,QGLD·��:RUNLQJ

3DSHU������7KH�+DJXH��,QVWLWXWH�RI�6RFLDO�6WXGLHV

/HRQDUG�� '�.�� DQG�0DUVKDOO�� '�5��� ������ ,QVWLWXWLRQV� RI� 5XUDO� 'HYHORSPHQW� IRU� WKH� 3RRU�� GHFHQWUDOLVDWLRQ� DQG

RUJDQLVDWLRQDO�OLQNDJHV��%HUNHOH\��,QVWLWXWH�RI�,QWHUQDWLRQDO�6WXGLHV��8QLYHUVLW\�RI�&DOLIRUQLD��%HUNHOH\

/LHWHQ��*�.��� ������ ¶3DQFKD\DW� OHDGHUV� LQ� D�:HVW� %HQJDO� GLVWULFW·��(FRQRPLF� DQG� 3ROLWLFDO�:HHNO\� ��� �����

����²��

³³� ������ 'HYHORSPHQW�� 'HYROXWLRQ� DQG� 'HPRFUDF\�� YLOODJH� GLVFRXUVH� LQ� :HVW� %HQJDO�� 1HZ� 'HOKL�7KRXVDQG

2DNV�/RQGRQ��6DJH

/LWYDFN�� -�� DQG� 6HGGRQ�� -�� �HGV��� ������ 'HFHQWUDOL]DWLRQ� %ULHILQJ� 1RWHV�� :DVKLQJWRQ�� '�&��� :RUOG� %DQN

,QVWLWXWH

0DSHWOD�� (�5�0�� DQG� 5HPEH�� 6�:��� ��������'HFHQWUDOLVDWLRQ� DQG� 'HYHORSPHQW� LQ� /HVRWKR�� 0DVHUX�� 1DWLRQDO

8QLYHUVLW\�RI�/HVRWKR

0DUVGHQ��'���������¶:KDW�LV�&RPPXQLW\�3DUWLFLSDWLRQ"·��LQ�5��&URRN�DQG�$�0��-HUYH��HGV���*RYHUQPHQW�DQG

3DUWLFLSDWLRQ��LQVWLWXWLRQDO�GHYHORSPHQW��GHFHQWUDOLVDWLRQ�DQG�GHPRFUDF\�LQ�WKH�WKLUG�ZRUOG��%HUJHQ��&KU��0LFKHOVHQ

,QVWLWXWH

0DUVGHQ��'��DQG�2DNOH\��3���������(YDOXDWLQJ�6RFLDO�'HYHORSPHQW�3URMHFWV��2[IRUG

0DWKHZ��*���������¶3DQFKD\DWV��WKH�ORFDO�VHOI�JRYHUQPHQW�V\VWHP�LQ�,QGLD·�� LQ�$��$]L]�DQG�'�'��$UQROG

�HGV���'HFHQWUDOLVHG�*RYHUQDQFH�LQ�$VLDQ�&RXQWULHV��7KRXVDQG�2DNV��&DOLIRUQLD��6DJH

³³�������¶$UWLFOH·��+LQGX����0D\�����

0HHQDNVKLVXQGDUDP��6�6���������'HFHQWUDOLVDWLRQ�LQ�'HYHORSLQJ�&RXQWULHV��1HZ�'HOKL��&RQFHSW�3XEOLVKLQJ

0LFKHOV��5���������3ROLWLFDO�3DUWLHV��1�<���7KH�)UHH�3UHVV

0RULV��-�5���������¶,QVWLWXWLRQDO�&KRLFH�DQG�/RFDO�'HYHORSPHQW��ZKDW�NLQG�RI�VRFLDO�VFLHQFH�GR�ZH�QHHG"·�

LQ�5��&URRN�DQG�$�0��-HUYH��HGV���*RYHUQPHQW�DQG�3DUWLFLSDWLRQ��LQVWLWXWLRQDO�GHYHORSPHQW��GHFHQWUDOLVDWLRQ�DQG

GHPRFUDF\�LQ�WKH�WKLUG�ZRUOG��%HUJHQ��&KU��0LFKHOVHQ�,QVWLWXWH�����²���

1J·HWKH�� 1��� ������ ¶7KH� 3ROLWLFV� RI� 'HPRFUDWLVDWLRQ� WKURXJK� 'HFHQWUDOLVDWLRQ� LQ� .HQ\D�� SROLF\� DQG

SUDFWLFH�ZLWK�HPSKDVLV�RQ�WKH�GLVWULFW�IRFXV�IRU�UXUDO�GHYHORSPHQW·��LQ�-��%DUNDQ��HG����)LYH�0RQRJUDSKV
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RQ� 'HFHQWUDOLVDWLRQ� DQG� 'HPRFUDWLVDWLRQ� LQ� 6XE�6DKDUDQ� $IULFD�� 2FFDVLRQDO� 3DSHUV� ��²��� ,QWHUQDWLRQDO

3URJUDPPHV��8QLYHUVLW\�RI�,RZD

1LFNVRQ��5�$���������/RFDO�*RYHUQPHQW�LQ�/DWLQ�$PHULFD��%RXOGHU�/RQGRQ��/\QQH�5LHQQHU

2ORZX��'���������$FKLHYHPHQWV�DQG�3UREOHPV�RI�)HGHUDO�DQG�6WDWH�7UDQVIHUV�WR�/RFDO�*RYHUQPHQWV�LQ�1LJHULD�6LQFH

,QGHSHQGHQFH��:DVKLQJWRQ��'�&���&RRUGLQDWLRQ�DQG�'HYHORSPHQW�$GPLQLVWUDWLRQ�'LYLVLRQ��(FRQRPLF

'HYHORSPHQW�,QVWLWXWH��:RUOG�%DQN

³³������� ¶8UEDQ� ORFDO� JRYHUQPHQW� ILQDQFH� LQ�1LJHULD�� WKH� FDVH� RI�2QLWVKD� ORFDO� JRYHUQPHQW·��3XEOLF

$GPLQLVWUDWLRQ�DQG�'HYHORSPHQW�����������²��

³³� ������ ¶'HFHQWUDOLVDWLRQ�� GHPRFUDWLVDWLRQ�� DQG� GHYHORSPHQW� LQ� $IULFD·�� SDSHU� SUHVHQWHG� DW� WKH

&RQIHUHQFH�RQ�'HPRFUDWLF�'HFHQWUDOLVDWLRQ�LQ�$VLD�DQG�$IULFD��,QVWLWXWH�RI�&RPPRQZHDOWK�6WXGLHV�

8QLYHUVLW\�RI�/RQGRQ

³³�������¶'HFHQWUDOLVDWLRQ�LQ�$IULFD��DSSUDLVLQJ�WKH�ORFDO�JRYHUQPHQW�UHYLWDOLVDWLRQ�VWUDWHJ\�LQ�1LJHULD·�

LQ�*��1]RQJROD�1WDODMD�DQG�0�&��/HH��HGV���7KH�6WDWH�DQG�'HPRFUDF\�LQ�$IULFD��+DUDUH��$$36�%RRNV

2PDUD�2WXQQX��$���������¶7KH�VWUXJJOH�IRU�GHPRFUDF\�LQ�8JDQGD·��-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV��������

���²��

3DUNHU��$�1��� ������ ¶'HFHQWUDOL]DWLRQ�� WKH�ZD\� IRUZDUG� IRU� UXUDO� GHYHORSPHQW"·��3ROLF\� 5HVHDUFK�:RUNLQJ

3DSHU�������:DVKLQJWRQ��'�&���$JULFXOWXUDO�DQG�1DWXUDO�5HVRXUFHV�'HSDUWPHQW��6HFWRU�3ROLFLHV�DQG

:DWHU�5HVRXUFHV�'LYLVLRQ��:RUOG�%DQN

3DUU\��7�5���������¶'HFHQWUDOLVDWLRQ�DQG�SULYDWLVDWLRQ��HGXFDWLRQ�SROLF\�LQ�&KLOH·��-RXUQDO�RI�3XEOLF�3ROLF\���

��������²��

3HWHUVRQ��*�(���������'HFHQWUDOLVDWLRQ�([SHULHQFH�LQ�/DWLQ�$PHULFD��DQ�RYHUYLHZ�RI�OHVVRQV�DQG�LVVXHV��:DVKLQJWRQ�

'�&���7KH�8UEDQ�,QVWLWXWH

3RQW�/H]LFD��'�0���������¶/RFDO�SROLWLFV�DQG�GHSROLWLFLVDWLRQ�LQ�&KLOH·��%XOOHWLQ�RI�/DWLQ�$PHULFDQ�5HVHDUFK���

��������²���

3UDZGD�� -��� ������ ¶(GXFDWLRQDO� GHFHQWUDOL]DWLRQ� LQ�/DWLQ�$PHULFD�� OHVVRQV� OHDUQHG·�� ,QWHUQDWLRQDO� -RXUQDO� RI

(GXFDWLRQDO�'HYHORSPHQW������������²��

5DF]\QVNL��'���6HUUDQR��&��DQG�%RXVTXHW��(���������¶(VFXHORV�\�(GXFDFLRQ�%DVLFD��/D�0LUDGD�GH�3DGUHV�\

$SRGHUDGRV�HQ�3HQDOROHQ�$OWR��$SXQWHV�&LHSODQ�����6DQWLDJR��&,(3/$1

5DJLQ��&���������¶3ROLWLFDO�0HWKRGRORJ\��TXDOLWDWLYH�PHWKRGV·��LQ�5��*RRGLQ�DQG�+��.OLQJHPDQQ��HGV���$

1HZ�+DQGERRN�RI�3ROLWLFDO�6FLHQFH��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV

5DMDJRSDODQ�� 5��� ������ ¶7KH� SHRSOH·V� FDPSDLJQ�� WKH� SROLWLFDO� HFRQRP\� RI� GHFHQWUDOLVDWLRQ� LQ� D� 6RXWK

,QGLDQ�6WDWH·��XQSXEOLVKHG�SDSHU��1HZ�'HOKL��)RUG�)RXQGDWLRQ

5DZDO��9��DQG�6ZDPLQDWKDQ��0���������¶&KDQJLQJ�WUDMHFWRULHV��DJULFXOWXUDO�JURZWK�LQ�:HVW�%HQJDO�������WR

����·��(FRQRPLF�DQG�3ROLWLFDO�:HHNO\��������������²���

5LJJ��-���������¶*UDVVURRWV�GHYHORSPHQW�LQ�7KDLODQG��D�ORVW�FDXVH"·��:RUOG�'HYHORSPHQW��������������²���

5RQGLQHOOL��'�$���������¶*RYHUQPHQW�GHFHQWUDOLVDWLRQ�LQ�FRPSDUDWLYH�SHUVSHFWLYH��WKHRU\�DQG�SUDFWLFH�LQ

GHYHORSLQJ�FRXQWULHV·��,QWHUQDWLRQDO�5HYLHZ�RI�$GPLQLVWUDWLYH�6FLHQFHV������������²��



��

5RRG��6���������¶$Q�DVVHVVPHQW�RI�WKH�VWDWH�RI�NQRZOHGJH�FRQFHUQLQJ�GHFHQWUDOLVHG�JRYHUQDQFH�XQGHU�WKH

3KLOLSSLQH� ����� /RFDO� *RYHUQPHQW� &RGH·�� 3KLOLSSLQH� -RXUQDO� RI� 3XEOLF� $GPLQLVWUDWLRQ� ��� ��� DQG� ���

��²��

6DQ\DO��0�.���%LVZDV��3�.��DQG�%DUGKDQ��6���������¶,QVWLWXWLRQDO�FKDQJH�DQG�RXWSXW�JURZWK�LQ�:HVW�%HQJDO

DJULFXOWXUH��HQG�RI�LPSDVVH·��(FRQRPLF�DQG�3ROLWLFDO�:HHNO\��������DQG����������²��

6FKLFN��$���������¶%XGJHWLQJ�IRU�UHVXOWV·��3XEOLF�$GPLQLVWUDWLRQ�5HYLHZ�����������²��

6HPHRQ�%XORVDQ�� /�$�� �HG���� ¶7KHRU\� DQG� SUDFWLFH� RI� SDUWLFLSDWRU\� GHPRFUDF\� LQ� WKH� 3KLOLSSLQHV·�

XQSXEOLVKHG�0DVWHUV��8QLYHUVLW\�RI�WKH�3KLOLSSLQHV��%DJXLR�&LW\

6KDK��$���������¶7KH�QHZ�ILVFDO�IHGHUDOLVP�LQ�%UD]LO·��'LVFXVVLRQ�3DSHU������:DVKLQJWRQ��'�&���:RUOG�%DQN

6LYDQQD��1���������3DQFKD\DWL�5DM�5HIRUPV�DQG�5XUDO�'HYHORSPHQW��$OODKDEDG��&KXJK�3XEOLFDWLRQV

6PLWK��%�&���������'HFHQWUDOLVDWLRQ��WKH�WHUULWRULDO�GLPHQVLRQ�RI�WKH�VWDWH��/RQGRQ��*HRUJH�$OOHQ�	�8QZLQ

6RX]D��&��� ������ ¶5HGHPRFUDWLVDWLRQ� DQG� GHFHQWUDOLVDWLRQ� LQ�%UD]LO�� WKH� VWUHQJWK� RI� WKH�PHPEHU� VWDWHV·�

'HYHORSPHQW�DQG�&KDQJH������������²��

6WHZDUW��)��DQG�5DQLV��*���������¶'HFHQWUDOLVDWLRQ�LQ�&KLOH·��+XPDQ�'HYHORSPHQW�5HSRUW�2FFDVLRQDO�3DSHUV����

1HZ�<RUN��81'3

6XEKD��.���������.DUQDWDND�3DQFKD\DW�(OHFWLRQV�������SURFHVV��LVVXHV�DQG�PHPEHUVKLS�SURILOH��1HZ�'HOKL��&RQFHSW

6YHUULVVRQ�� $�6��� ������ ¶7KH� SROLWLFV� RI� SRYHUW\� DOOHYLDWLRQ� LQ� 6XE�6DKDUDQ� $IULFD� XQGHU� VWUXFWXUDO

DGMXVWPHQW·��ZRUN�LQ�SURJUHVV��*ODVJRZ�&DOHGRQLDQ�8QLYHUVLW\��*ODVJRZ

7DQNHUVOH\�� :�%�� DQG� &X]iQ�� $�*��� ������ ¶3ULYDWLVDWLRQ� DQG� GHFHQWUDOLVDWLRQ� LQ� WKH� 8QLWHG� 6WDWHV� DQG

&KLOH·��-RXUQDO�RI�'HYHORSLQJ�6RFLHWLHV������������²��

7DSDOHV�� 3�'��� 3DGLOOD�� 3�/��� -RDTXLQ��0�(�7�� DQG� 6DQWLDJR�� (�9��� ������0RGHUQ�0DQDJHPHQW� ,Q� 3KLOLSSLQH

/RFDO�*RYHUQPHQW��0DQLOD��/RFDO�*RYHUQPHQW�&HQWUH��&ROOHJH�RI�3XEOLF�$GPLQLVWUDWLRQ��8QLYHUVLW\�RI

WKH�3KLOLSSLQHV��DQG�3XEOLF�$GPLQLVWUDWLRQ�3URPRWLRQ�&HQWUH��*HUPDQ�)RXQGDWLRQ�IRU�,QWHUQDWLRQDO

'HYHORSPHQW

7HQGOHU�� -��� ������ 1HZ� /HVVRQV� IURP� 2OG� 3URMHFWV�� WKH� ZRUNLQJV� RI� UXUDO� GHYHORSPHQW� LQ� 1RUWKHDVW� %UD]LO�

:DVKLQJWRQ��'�&���2SHUDWLRQV�(YDOXDWLRQ�'HSDUWPHQW��:RUOG�%DQN

³³�������*RRG�*RYHUQPHQW�LQ�WKH�7URSLFV��%DOWLPRUH��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV

7HQGOHU��-��DQG�)UHHGKHLP��6���������¶7UXVW�LQ�D�UHQW�VHHNLQJ�ZRUOG��KHDOWK�DQG�JRYHUQPHQW�WUDQVIRUPHG�LQ

1(�%UD]LO·��:RUOG�'HYHORSPHQW��������������²��

YDQ�=\O��-���%DUERVD��7���3DUNHU��$�1��DQG�6RQQ��/���������¶'HFHQWUDOLVHG�UXUDO�GHYHORSPHQW�DQG�HQKDQFHG

FRPPXQLW\� SDUWLFLSDWLRQ�� D� FDVH� VWXG\� IURP�1RUWKHDVW� %UD]LO·�� 3ROLF\� 5HVHDUFK�:RUNLQJ� 3DSHU� �����

:DVKLQJWRQ�� '�&��� $JULFXOWXUH� DQG� 1DWXUDO� 5HVRXUFHV� 'HSDUWPHQW�� 6HFWRU� 3ROLF\� DQG� :DWHU

5HVRXUFHV�'LYLVLRQ��:RUOG�%DQN

9HODVTXH]� &��� )�(��� ������ ¶/RFDO� JRYHUQPHQWV� LQ� LQWHUPHGLDWH� FLWLHV� LQ� &RORPELD�� PXQLFLSDO

DGPLQLVWUDWLRQ��IRU�ZKRP"·��(QYLURQPHQW�	�8UEDQLVDWLRQ�����������²��

:HEVWHU�� 1��� ������ ¶$JUDULDQ� UHODWLRQV� LQ� %XUGZDQ�'LVWULFW��:HVW� %HQJDO�� IURP� WKH� HFRQRPLFV� RI� WKH

JUHHQ�UHYROXWLRQ�WR�WKH�SROLWLFV�RI�3DQFKD\DWL�5DM·��-RXUQDO�RI�&RQWHPSRUDU\�$VLD������������²���
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³³� ������ ¶3DQFKD\DWL� 5DM� DQG� WKH� GHFHQWUDOLVDWLRQ� RI� GHYHORSPHQW� SODQQLQJ� LQ�:HVW� %HQJDO�� D� FDVH

VWXG\·��&'5�3URMHFW�3DSHU�������&RSHQKDJHQ��&HQWUH�IRU�'HYHORSPHQW�5HVHDUFK

³³������� ¶3DQFKD\DWL�5DM� LQ�:HVW�%HQJDO�� SDUWLFLSDWLRQ� IRU� WKH�SHRSOH�RU� WKH� SDUW\"·��'HYHORSPHQW� DQG

&KDQJH������������²��

³³������� ¶'HPRFUDF\��GHFHQWUDOLVHG�JRYHUQPHQW��DQG�1*2V�LQ�,QGLDQ�UXUDO�GHYHORSPHQW·��-RXUQDO� I�U

(QWZLFNOXQJVSROLWLFN������������²���

:HVWHUJDDUG��.���������¶3HRSOH·V�SDUWLFLSDWLRQ��ORFDO�JRYHUQPHQW�DQG�UXUDO�GHYHORSPHQW��WKH�FDVH�RI�:HVW

%HQJDO��,QGLD·��&'5�5HVHDUFK�5HSRUW����&RSHQKDJHQ��&HQWUH�IRU�'HYHORSPHQW�5HVHDUFK

³³�������¶1*2V��HPSRZHUPHQW�DQG�WKH�VWDWH�LQ�%DQJODGHVK·��&'5�:RUNLQJ�3DSHU�������&RSHQKDJHQ�

&HQWUH�IRU�'HYHORSPHQW�5HVHDUFK

:HVWHUJDDUG�� .�� DQG� $ODP�� 0�0��� ������ ¶/RFDO� JRYHUQPHQW� LQ� %DQJODGHVK�� SDVW� H[SHULHQFHV� DQG� \HW

DQRWKHU�WU\·��:RUOG�'HYHORSPHQW������������²��

:RUOG� %DQN�� ������&RORPELD� /RFDO� *RYHUQPHQW� &DSDFLW\�� EH\RQG� WHFKQLFDO� DVVLVWDQFH�� �������&��� :DVKLQJWRQ�

'�&���:RUOG�%DQN

³³�������9LHW�1DP�)LVFDO�'HFHQWUDOL]DWLRQ�DQG� WKH�'HOLYHU\�RI�5XUDO�6HUYLFHV��DQ�HFRQRPLF�UHSRUW�� �������91��

:DVKLQJWRQ�� '�&��� &RXQWU\� 2SHUDWLRQV� 'LYLVLRQ�� &RXQWU\� 'HSDUWPHQW� ,�� (DVW� $VLD� DQG� 3DFLILF

5HJLRQ��:RUOG�%DQN

³³�������:RUOG�'HYHORSPHQW�5HSRUW��WKH�VWDWH�LQ�D�FKDQJLQJ�ZRUOG��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV

:XQVFK�� -�6�� DQG� 2ORZX�� '��� ����²��� ¶5HJLPH� WUDQVIRUPDWLRQ� IURP� EHORZ�� GHFHQWUDOLVDWLRQ�� ORFDO

JRYHUQDQFH�DQG�GHPRFUDWLF�UHIRUP� LQ�1LJHULD·��6WXGLHV� LQ�&RPSDUDWLYH� ,QWHUQDWLRQDO�'HYHORSPHQW���� ����

��²��

=LDODWD��)�1���7XPEDJD��/�&���$PRUDGR��5�9���0DUWLQH]��0�6���7RUGHFLOOD��5�%���&RQVRODFLRQ��5�6���$VLV�

*�'�'���5DPLUR��)�6���*RQ]DOHV��-�(��DQG�/LPD��$�&�'���������3HRSOH·V�3DUWLFLSDWLRQ�LQ�/RFDO�*RYHUQDQFH�

)RXU� &DVH� 6WXGLHV�� /R\ROD� +HLJKWV�� 4XH]RQ� &LW\�� 3KLOLSSLQHV�� &HQWUH� IRU� 6RFLDO� 3ROLF\� DQG� 3XEOLF

$IIDLUV��$WHQHR�GH�0DQLOD�8QLYHUVLW\


