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7KHUH� LV�D�JURZLQJ�UHFRJQLWLRQ�DFURVV� WKH�ZRUOG� WKDW� FLWL]HQV� VKRXOG�SOD\� D� UROH� LQ� LQIRUPLQJ�DQG�VKDSLQJ

HQYLURQPHQWDO� SROLF\��%XW� KRZ� VKRXOG� WKLV� EH� GRQH"�7KLV� SDSHU� H[SORUHV� RQH� URXWH��ZKHUH� RSSRUWXQLWLHV

¶IURP�DERYH·�DUH�FUHDWHG��RIWHQ��EXW�QRW�H[FOXVLYHO\�VR��E\�WKH�VWDWH��RIWHQ�WKURXJK�ORFDO�JRYHUQPHQW�SROLF\

DQG� SODQQLQJ� SURFHVVHV��$� VHW� RI� DSSURDFKHV� ²� NQRZQ� FROOHFWLYHO\� DV�'HOLEHUDWLYH� ,QFOXVLRQDU\� 3URFHVVHV

�',3V��²�DUH�H[SORUHG� LQ�GLIIHUHQW�VHWWLQJV� WKURXJK����FDVH�VWXGLHV� IURP�ERWK� WKH�QRUWK�DQG�VRXWK��7KHVH

H[SHULPHQWV�LQ�PRUH�LQFOXVLYH��SDUWLFLSDWRU\�IRUPV�RI�SROLF\�GHOLEHUDWLRQ�KDYH�EHHQ�SURPSWHG�E\�D�QXPEHU

RI�IDFWRUV��7KHVH� LQFOXGH�ZLGHU�SROLWLFDO� VKLIWV� WRZDUGV�QHZ�IRUPV�RI�FLWL]HQVKLS�DQG�GHPRFUDF\��FRQFHUQV

DERXW� SROLF\� HIIHFWLYHQHVV� DQG� LPSOHPHQWDWLRQ� VXFFHVV�� WKH� HPHUJLQJ� UHFRJQLWLRQ� RI� WKH� FRPSOH[LW\� DQG

XQFHUWDLQW\� LQKHUHQW� LQ� HQYLURQPHQWDO� SUREOHPV�� JURZLQJ� OHYHOV� RI� GLVWUXVW� LQ� SROLF\� SURFHVVHV� DQG� H[SHUW

LQVWLWXWLRQV��DQG�WKH�LQFUHDVLQJO\�UHFRJQLVHG�LPSRUWDQFH�RI�DFFHSWLQJ�WKDW�YDOXHV��HWKLFV�DQG�LVVXHV�RI�MXVWLFH

DUH� NH\� WR� HQYLURQPHQWDO� SROLF\� SUREOHPV�� 7KURXJK� DQ� H[DPLQDWLRQ� RI� OHVVRQV� HPHUJLQJ� IURP� WKH� FDVH

VWXGLHV�ERWK�SUDFWLFDO�LVVXHV��VXFK�DV�WLPH�DQG�UHVRXUFH�FRQVWUDLQWV��DUH�FRQVLGHUHG�DORQJVLGH�PHWKRGRORJLFDO

TXHVWLRQV� HPHUJLQJ� IURP� DVNLQJ�� ZKR� FRQYHQHV� WKH� SURFHVV�� ZKR� GHILQHV� WKH� TXHVWLRQV�� DQG� KRZ� DUH

PXOWLSOH�IRUPV�RI�H[SHUWLVH�DFFRPPRGDWHG"�7KH�SDSHU�VKRZV�KRZ�SRZHU�UHODWLRQV�DQG�LQVWLWXWLRQDO�FRQWH[WV

FULWLFDOO\� DIIHFW� WKH� RXWFRPHV� RI�',3V� SURFHVVHV��:LWKRXW� OLQNLQJ� VXFK�SURFHVVHV� WR� EURDGHU� SURFHVVHV� RI

SROLF\� FKDQJH� ²� LQFOXGLQJ� FRQQHFWLRQV� WR� FRQYHQWLRQDO� IRUPV� RI� GHPRFUDWLF� UHSUHVHQWDWLRQ� ²� ',3V� PD\

VLPSO\� EH� RQH�RII� HYHQWV�� DQG� VR� WKHLU� FRQVLGHUDEOH� SRWHQWLDOV� IRU� WUDQVIRUPLQJ� HQYLURQPHQWDO� SROLF\

SURFHVVHV�ZLOO�JR�XQUHDOLVHG�

��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV�����
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$V� SDUW� RI� WKH� RQ�JRLQJ� ZRUN� E\� WKH� ,'6� (QYLURQPHQW� *URXS� RQ� SROLF\� SURFHVVHV�� RQH� NH\� TXHVWLRQ

UHFXUUHQWO\� DULVHV�� KRZ� WR� HQFRXUDJH� D� PRUH� LQFOXVLYH�� SDUWLFLSDWRU\� DSSURDFK� WR� SROLF\�PDNLQJ�� ZKLFK

HIIHFWLYHO\�UHVSRQGV�WR�WKH�SOXUDOLW\�RI�SHUVSHFWLYHV�RQ�HQYLURQPHQWDO�LVVXHV"

$Q�HDUOLHU�UHYLHZ�RI�WKH�SROLF\�SURFHVV�OLWHUDWXUH��.HHOH\�DQG�6FRRQHV�������FRQFOXGHG�WKDW��JLYHQ�WKH

JURZLQJ� UDQJH� RI� DFWRUV� FRQFHUQHG� ZLWK� HQYLURQPHQWDO� LVVXHV�� WKH� LQFUHDVLQJO\� FRQWHVWHG� QDWXUH� RI

HQYLURQPHQWDO� SUREOHPV�� DQG� WKH� LPSRUWDQFH� RI� EXLOGLQJ� WUXVW� DURXQG� GHFLVLRQ� SURFHVVHV�� D� PRUH

SDUWLFLSDWRU\�DSSURDFK�WR�HQYLURQPHQWDO�SROLF\�SURFHVVHV�LV�RIWHQ�UHTXLUHG�

%XW� ZKDW� VRUW� RI� SDUWLFLSDWLRQ�� DQG� IRU� ZKRP"� 'HVSLWH� WKHUH� EHLQJ� PDQ\� FODLPV� PDGH� DERXW� WKH

LPSRUWDQFH� RI� SDUWLFLSDWLRQ� LQ� SROLF\�PDNLQJ�� WKHUH� KDYH� EHHQ� IHZ� DWWHPSWV� WR� DVVHVV� DFWXDO� H[SHULHQFHV�

:LWK�VXSSRUW� IURP�WKH�5RFNHIHOOHU�)RXQGDWLRQ��ZH�VHW�RXW� WR� WU\� DQG� UHYLHZ� WKH� UDQJH�RI� DSSURDFKHV� IRU

HQFRXUDJLQJ� PRUH� LQFOXVLYH� IRUPV� RI� GHOLEHUDWLRQ� DURXQG� HQYLURQPHQWDO� SROLF\� SURFHVVHV�� GUDZLQJ� RQ

H[SHULHQFHV�IURP�ERWK�¶QRUWK·�DQG�¶VRXWK·��7KH�IRFXV�RI�WKH�SDSHU�LV�RQ�WKRVH�DSSURDFKHV�ZKHUH�VSDFH�IRU

FLWL]HQ�SDUWLFLSDWLRQ�KDV�EHHQ�FUHDWHG�¶IURP�DERYH·��XVXDOO\��EXW�QRW�H[FOXVLYHO\�VR��E\�JRYHUQPHQW�DJHQFLHV�

$V�WKH�SDSHU�H[SODLQV��GHVSLWH�WKH�ZLGHVSUHDG�UKHWRULF�RI�SDUWLFLSDWLRQ��WKHUH�DUH�UHPDUNDEO\�IHZ�ZHOO�

GRFXPHQWHG�FDVHV�WKDW�V\VWHPDWLFDOO\�HQFRXUDJH�SDUWLFLSDWLRQ�LQ�SROLF\�PDNLQJ��,W�ZDV�QHFHVVDU\�WKHUHIRUH�WR

GUDZ�EURDGHU� OHVVRQV� IURP�GLIIHUHQW� DVSHFWV�RI� WKH����FDVH� VWXGLHV� UHYLHZHG��6RPH�RI� WKH�NH\� WKHPHV�DUH

VXPPDULVHG�EHORZ�

• :KLOH�WKHUH�KDV�EHHQ�DQ�LPSRUWDQW�HPSKDVLV�RQ�WKH�GHYHORSPHQW�RI�SDUWLFLSDWRU\�PHWKRGV�DQG�WRROV��LQ

ERWK� QRUWKHUQ� DQG� VRXWKHUQ� VHWWLQJV�� WKHUH� KDV� EHHQ� PXFK� OHVV� UHIOHFWLRQ� RQ� KRZ� WKHVH� DUH� ORFDWHG

ZLWKLQ� EURDGHU� SROLF\� SURFHVVHV�� DQG� KRZ� WKRVH� LQYROYHG� LQ� SDUWLFLSDWRU\� HYHQWV� DUH� OLQNHG� WR� ZLGHU

SROLF\�QHWZRUNV�DQG�SURFHVVHV�RI�SROLF\�FKDQJH�

• :KR�LV� LQFOXGHG�DQG�ZKR�LV�H[FOXGHG�LQ�SDUWLFLSDWRU\�DFWLYLWLHV�RIWHQ�UHPDLQV�REVFXUH��:KLOH�GLIIHUHQW

DSSURDFKHV�WR� ¶UHSUHVHQWDWLRQ·�DUH�XVHG� LQ�WKH�FDVHV�H[DPLQHG��WKH�TXHVWLRQ�RI�ZKRVH�YRLFH� LV�KHDUG� LV

OHVV�RIWHQ�GLVFXVVHG��%URDGHU�TXHVWLRQV�RI�ZKR�FRQYHQHV�WKH�SURFHVV�DQG�ZKR�IUDPHV�WKH�TXHVWLRQV�DUH

WKHUHIRUH�NH\�

• 3URFHVVHV�RI�GHOLEHUDWLRQ�DUH�LQHYLWDEO\�ERXQG�XS�ZLWK�SRZHU�UHODWLRQV��,GHDO�IRUPV�RI�FRPPXQLFDWLRQ

DUH�UDUHO\�UHDOLVHG��HVSHFLDOO\� LI� LVVXHV�DUH�FRQWHVWHG�DQG�WKH�VWDNHV�DUH�KLJK��0XFK�RI�WKH�GLVFXVVLRQ�RI

SDUWLFLSDWRU\�SROLF\�SURFHVVHV�IRFXVHV�RQ�WKH�DFKLHYHPHQW�RI�FRQVHQVXV��ZKLOH�LVVXHV�RI�KRZ�WR�GHDO�ZLWK

GLVVHQW��GLVSXWH�DQG�FRQIOLFW�DUH�OHVV�IXOO\�H[DPLQHG�

 
 7LP�+ROPHV�,DQ�6FRRQHV

 (QYLURQPHQW�*URXS

 ,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

 0DUFK�����
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 7KH�SHUFHSWLRQV�DQG�SUHIHUHQFHV�RI�RUGLQDU\�FLWL]HQV��SDUWLFXODUO\�WKRVH�IURP�PDUJLQDOLVHG�JURXSV��DUH�UDUHO\

SURPLQHQW�LQ�WKH�SURFHVV�RI�HQYLURQPHQWDO�SROLF\�PDNLQJ��7KH�FRQVWUXFWLRQ�RI�HQYLURQPHQWDO�SROLF\�LV��WR�D

ODUJH� H[WHQW�� GRPLQDWHG� E\� WKH� GHFLVLRQV� RI� HOLWH� JURXSV� RI� SROLF\�PDNHUV�� 7KHUH� LV�� KRZHYHU�� D� JURZLQJ

UHFRJQLWLRQ� LQ�ERWK� WKH� LQGXVWULDOLVHG�FRXQWULHV�RI� WKH� ¶QRUWK·� DQG� WKH�GHYHORSLQJ�FRXQWULHV�RI� WKH� ¶VRXWK·�

WKDW�QRQ�HOLWHV�FDQ�DQG�VKRXOG�SOD\�DQ�LQFUHDVLQJ�UROH�LQ�LQIRUPLQJ�DQG�VKDSLQJ�HQYLURQPHQWDO�SROLF\���7KLV

SDSHU�ZLOO� FULWLFDOO\� H[DPLQH�RQH�RI� WKH� UHODWLYHO\�QHZ� URXWHV� WKURXJK�ZKLFK� FLWL]HQV� DFURVV� WKH�ZRUOG� FDQ

DWWHPSW�WR�LQIOXHQFH�HQYLURQPHQWDO�SROLF\�PDNLQJ�

 *DYHQWD�DQG�5RELQVRQ��������DUJXH�WKDW�QRQ�HOLWH�FLWL]HQV�FDQ�VKDSH�SROLFLHV�WKURXJK�IRXU�DOWHUQDWLYH

URXWHV��2QH� LV� WKURXJK� FRYHUW� DQG� VXEWOH� IRUPV�RI� UHVLVWDQFH�� 6FRWW� ������� DUJXHV� WKDW� QRQ�HOLWH� DFWLRQ� LV

FRPPRQO\�H[SUHVVHG� LQ� WKH� UHDOP�RI� ¶LQIUDSROLWLFV·�E\�PHDQV�RI� VXEYHUVLYH� ¶KLGGHQ� WUDQVFULSWV·��ZKHUH� WKH

SRZHUOHVV� YRLFH� WKHLU� GLVFRQWHQW�� WKURXJK� UXPRXU�� JRVVLS�� IRONWDOHV� DQG� MRNHV�� 7KHVH� WUDQVFULSWV� FDQ

DFFXPXODWH�RYHU�WLPH�WR�SURYLGH�D�FRQGLWLRQLQJ�LQIOXHQFH�RQ�SROLF\��$�VHFRQG�URXWH�LV�WKURXJK�FRPPXQLW\

EDVHG� DFWLRQ� JURXSV�� WUDGH� XQLRQV�� QRQ�JRYHUQPHQWDO� RUJDQLVDWLRQV� �1*2V�� RU� VRFLDO�PRYHPHQWV�� 7KHVH

JURXSV� DQG� RUJDQLVDWLRQV� PD\� LQIOXHQFH� HQYLURQPHQWDO� SROLF\� WKURXJK� GLUHFW� PHDQV�� VXFK� DV� DGYRFDF\�

SURWHVW�DQG��LI�WKHUH�LV�D�MXGLFLDU\�ZKLFK�LV�FRQVLGHUHG�WR�EH�OHJLWLPDWH�DQG�LPSDUWLDO��E\�OHJDO�FKDOOHQJH��6XFK

JURXSV�PD\�DOVR� LQIOXHQFH�SROLF\� LQGLUHFWO\�� E\� VWUHQJWKHQLQJ� WKH� FDSDFLW\�RI� FLWL]HQV� WR� WDNH� DFWLRQ� LQ� WKH

IXWXUH�WKURXJK�DZDUHQHVV�EXLOGLQJ��RUJDQLVDWLRQDO�VWUHQJWKHQLQJ�RU�UHVRXUFH�PRELOLVDWLRQ���$�WKLUG�URXWH�LV�E\

SROLWLFDO� PHDQV�� WKURXJK� IRUPDO� UHSUHVHQWDWLYHV� DQG� HOHFWLRQV� RU� WKURXJK� PRUH� UHYROXWLRQDU\� DQG

FRQIURQWDWLRQDO�DFWLRQ��0RRUH�DQG�3XW]HO�������5LSSH�DQG�6FKDEHU�������

 6XFK�URXWHV�RI�DFWLRQ�¶IURP�EHORZ·�FDQ�EH�LQIOXHQFHG�E\�DFWLRQV��RSSRUWXQLWLHV�RU�SROLWLFDO�VSDFH�FUHDWHG

¶IURP�DERYH·��$�ILQDO�URXWH�IRU�QRQ�HOLWH�FLWL]HQV�WR�LQIOXHQFH�HQYLURQPHQWDO�SROLF\�FDQ�WKHUHIRUH�EH�RSHQHG

E\�SROLF\�PDNLQJ�LQVWLWXWLRQV�WKHPVHOYHV�DV�WKH\�DWWHPSW�WR�HVWDEOLVK�JUHDWHU�SDUWLFLSDWLRQ�LQ�WKH�IRUPXODWLRQ

RI� WKHLU� SROLFLHV�� 7KLV� LV� D� UHODWLYHO\� QHZ� URXWH� IRU� PRVW� QRQ�HOLWH� FLWL]HQV� DQG� HQYLURQPHQW�LQIOXHQFLQJ

RUJDQLVDWLRQV� DQG� LV� WKHUHIRUH� DQ� DUHD� WKDW� KDV� UHFHLYHG� OLWWOH� FULWLFDO� DWWHQWLRQ�� 7KH� HIIHFWLYHQHVV� DQG

VLJQLILFDQFH�RI�WKLV�URXWH�LV�WKH�IRFXV�RI�WKLV�SDSHU�

 $Q�LQFUHDVLQJ�QXPEHU�RI�DWWHPSWV�KDYH�EHHQ�PDGH�WR�FUHDWH�DSSURSULDWH�RSHQLQJV�DQG�SURFHGXUHV� LQ

SROLF\�PDNLQJ� LQVWLWXWLRQV�� 7KH\� DLP� WR� DOORZ� JUHDWHU� GHOLEHUDWLRQ� RI� SROLF\� DQG� SUDFWLFH� WKURXJK� WKH

LQFOXVLRQ�RI�D�YDULHW\�RI�VWDNHKROGHUV�DQG�¶SXEOLFV·� LQ�FRQVXOWDWLRQ�DQG�GHFLVLRQ�PDNLQJ��,Q�WKH�����V��VXFK

GHOLEHUDWLYH� DQG� LQFOXVLRQDU\� SURFHVVHV� �',3V�� KDYH� EHHQ� LQFUHDVLQJO\� DSSOLHG� WR� WKH� IRUPXODWLRQ� RI

HQYLURQPHQWDO� SROLF\� LQ� FRXQWULHV� RI� ERWK� WKH� QRUWK� DQG� VRXWK�� ,QWHUHVW� LQ�',3V� KDV� JURZQ� GUDPDWLFDOO\�

HVSHFLDOO\� IRU� ORFDO� HQYLURQPHQWDO� SODQQLQJ� VXFK� DV� /RFDO� $JHQGD� ���� EXW� DOVR� IRU� WKH� GHYHORSPHQW� RI

FRPPXQLW\�DQG�ORFDO�HFRQRPLF�VWUDWHJLHV��+HDOH\��������7KLV�KDV�EHHQ�ODUJHO\�EHFDXVH�RI�VWDWH�DQG�FLWL]HQ

GLVLOOXVLRQPHQW�ZLWK� WKH� FXUUHQW�SROLF\�PDNLQJ�SURFHVV�� ,Q� WKH�QRUWK�� FRQFHUQ�KDV�SDUWLFXODUO\� IRFXVHG� RQ

�����������������������������������������������������

 � )RU�WKH�SXUSRVHV�RI�WKLV�SDSHU��WKH�¶VRXWK·�LV�FRQVLGHUHG�EH�WKH�FRXQWULHV�ZLWKLQ�$VLD��$IULFD�DQG�/DWLQ�$PHULFD�
7KH�¶QRUWK·�LV�DVVXPHG�WR�FRQVLVW�RI�WKH�UHVW�RI�WKH�ZRUOG�

 �� 7KH� QDWXUH� RI� FLYLO� VRFLHW\·V� LQIOXHQFH� RQ� HQYLURQPHQWDO� SROLF\� LV� GLVFXVVHG� E\�+D\QHV� �������� -DPLVRQ� �������
3UHVV��������DQG�6KDFNOH\�DQG�'DULHU��������
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ORFDO�JRYHUQPHQW�SODQQLQJ�DQG�WKH� LQDGHTXDF\�RI�SXEOLF�PHHWLQJV� IRU�HIIHFWLYH�SXEOLF� FRQVXOWDWLRQ�� ,Q� WKH

VRXWK�� WKH� HPSKDVLV� KDV� EHHQ�RQ� LPSURYLQJ� WKH� LPSOHPHQWDWLRQ� RI� GHYHORSPHQW� SROLFLHV�ZKLOH� SURYLGLQJ

PHFKDQLVPV�IRU�FRPPXQLW\�HPSRZHUPHQW��E\�XVLQJ�DSSURDFKHV�VXFK�DV�SDUWLFLSDWRU\�UXUDO�DSSUDLVDO��35$��

RU� E\� LQFOXGLQJ� QRQ�HOLWH� SHUFHSWLRQV� LQ� SROLF\� IRUPDWLRQ�� WKURXJK� DFWLYLWLHV� VXFK� DV� SDUWLFLSDWRU\� SRYHUW\

DVVHVVPHQWV��33$V���$Q�LQFUHDVLQJ�QXPEHU�RI�SHRSOH�DFURVV�WKH�ZRUOG�VHH�',3V�DV�EHLQJ�DEOH�WR�RYHUFRPH

WKH�GRPLQDQFH�RI�LQDSSURSULDWH�HQYLURQPHQWDO�SROLF\�PDNLQJ�FRQGXFWHG�E\�HOLWHV�

 $OWKRXJK�D�VWURQJ�FDVH�IRU�SDUWLFLSDWRU\�SROLF\�PDNLQJ�KDV�EHHQ�PDGH��WKH�DFWXDO�H[SHULHQFH�RI�',3V�LQ

HQYLURQPHQWDO� SROLF\�PDNLQJ� KDV� EHHQ� VXEMHFW� WR� OLWWOH� FULWLFDO� DQDO\VLV�� 3UHYLRXV� HPSLULFDO� VWXGLHV� KDYH

WHQGHG�WR�IRFXV�RQ�VSHFLILF�FDVHV��FRXQWULHV�RU�VRFLR�HFRQRPLF�UHJLRQV��WKHUHE\�LJQRULQJ�WKH�GLIIHUHQFHV�DQG

VLPLODULWLHV�RI� WKHVH�SURFHVVHV�EHWZHHQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV��7KLV�SDSHU�ZLOO�DWWHPSW� WR� ILOO

WKH� JDS� LQ� WKLV� OLWHUDWXUH� E\� SURYLGLQJ� D� EURDG� UHYLHZ� RI� ',3V� LQ� HQYLURQPHQWDO� SROLF\�PDNLQJ�� ,W� ZLOO

H[DPLQH� WKH�JHQHULF�FKDUDFWHULVWLFV�RI� WKHVH�SURFHVVHV� �6HFWLRQ����DQG�H[SORUH�KRZ�',3V�KDYH�HPHUJHG� LQ

QRUWKHUQ�DQG�VRXWKHUQ�FRXQWULHV��6HFWLRQ�����7KH�HPSKDVLV�RI�WKH�SDSHU�ZLOO�EH�D�FULWLFDO�H[DPLQDWLRQ�RI�D

UDQJH�RI�FDVHV�IURP�ERWK�VRFLR�HFRQRPLF�UHJLRQV��6HFWLRQ�����%RWK�WKH�LQWHUQDO�IXQFWLRQLQJ�RI�',3V��6HFWLRQ

����� DQG� WKH� UROH� RI� ',3V� ZLWKLQ� WKH� EURDGHU� HQYLURQPHQWDO� SROLF\�PDNLQJ� SURFHVV� �6HFWLRQ� ����� ZLOO� EH

DGGUHVVHG��6HFWLRQ���ZLOO�SURYLGH�VRPH�FRQFOXVLRQV�
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 7R� XQGHUVWDQG� ',3V�� DQG� WR� EH� DEOH� WR� FULWLTXH� WKHP� ODWHU�� LW� LV� QHFHVVDU\� WR� HVWDEOLVK� WKH� PHDQLQJ� RI

GHOLEHUDWLRQ� DQG� LQFOXVLRQ� LQ� SROLF\�PDNLQJ� DQG� WKH� FODLPV� RI� SURSRQHQWV��'HOLEHUDWLRQ� LV� GHILQHG� E\� WKH

2[IRUG�(QJOLVK�'LFWLRQDU\� DV� ¶FDUHIXO� FRQVLGHUDWLRQ·�RU� ¶WKH�GLVFXVVLRQ�RI� UHDVRQV� IRU� DQG� DJDLQVW·� �2('

�������'HOLEHUDWLRQ� LV� WKHUHIRUH� D� FRPPRQ�� LI� QRW� LQKHUHQW�� FRPSRQHQW� RI� DOO� GHFLVLRQ�PDNLQJ��+RZHYHU�

%ORRPILHOG�HW�DO����������²����VXJJHVW�D�VHULHV�RI�FKDUDFWHULVWLFV�WKDW�DUH�IUHTXHQWO\�DVVRFLDWHG�ZLWK�GHOLEHUDWLYH

GHFLVLRQ�PDNLQJ� DV� D� SRWHQWLDOO\� SROLF\� LQIOXHQFLQJ� SURFHVV�� )LUVW�� VRFLDO� LQWHUDFWLRQ� RFFXUV�� 7KLV� QRUPDOO\

LQFRUSRUDWHV� IDFH�WR�IDFH�PHHWLQJV�EHWZHHQ� WKRVH� LQYROYHG�� DOWKRXJK� WKH�GHYHORSPHQW�RI� LQIRUPDWLRQ� DQG

FRPPXQLFDWLRQ�WHFKQRORJ\��SDUWLFXODUO\�HPDLO��LQWHUQHW�DQG�LQWHUDFWLYH�WHOHYLVLRQ��LV�LQFUHDVLQJO\�RYHUFRPLQJ

WKH�QHHG�IRU�WKLV��/RQGRQ���������6HFRQG��WKHUH�LV�D�GHSHQGHQFH�RQ�ODQJXDJH�WKURXJK�GLVFXVVLRQ�DQG�GHEDWH�

7KLV� LV� XVXDOO\� LQ� WKH� IRUP�RI� YHUEDO� FRQVWUXFWLRQV� UDWKHU� WKDQ�ZULWWHQ� WH[W��� 7KLUG�� D� GHOLEHUDWLYH� SURFHVV

DVVXPHV� WKDW�� DW� OHDVW� LQLWLDOO\�� WKHUH� DUH� GLIIHUHQW� SRVLWLRQV� KHOG� E\� WKH� SDUWLFLSDQWV� DQG� WKDW� WKHVH� YLHZV

VKRXOG� EH� UHVSHFWHG�� )RXUWK�� VXFK� SURFHVVHV� DUH� GHVLJQHG� WR� GHYHORS� D� UHIOHFWLYH� FDSDFLW\� WKDW� HQDEOHV

SDUWLFLSDQWV�WR�HYDOXDWH�DQG�UH�HYDOXDWH�WKHLU�SRVLWLRQV��7KLV�DVVXPHV�WKDW�GHOLEHUDWLRQ�FDQ�DQG�VKRXOG�OHDG�WR

WKH�WUDQVIRUPDWLRQ�RI�WKH�YDOXHV�DQG�SUHIHUHQFHV�KHOG�E\�SDUWLFLSDQWV���)LIWK��WKH�IRUP�RI�QHJRWLDWLRQ�LV�RIWHQ

VHHQ� DV� FRQWDLQLQJ� YDOXH� RYHU� DQG� DERYH� WKH� ¶TXDOLW\·� RI� WKH� GHFLVLRQV� WKDW� HPHUJH�� 3DUWLFLSDQWV� VKDUH� D

�����������������������������������������������������

 �� +RZHYHU��VHH�/RQGRQ�����������IRU�D�GLVFXVVLRQ�RI�VRPH�RI�WKH�OLPLWDWLRQV�RI�¶WHOHGHPRFUDF\·��OLWHUDOO\�¶GHPRFUDF\
DW�D�GLVWDQFH·��

 �� +RZHYHU��ZULWWHQ�WH[W�LV�PRUH�FRPPRQ�LQ�WHOHGHPRFUDF\�
 �� 7KLV�LV�LQ�FRQWUDVW�WR�OLEHUDO�WKHRU\�WKDW�VXJJHVWV�RSLQLRQV�DUH�JLYHQ�DQG�SROLWLFDO�DXWKRULWLHV�RQO\�QHHG�WR�DJJUHJDWH

LQGLYLGXDO�SUHIHUHQFHV��6PLWK�DQG�:DOHV�������
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FRPPLWPHQW� WR� WKH� UHVROXWLRQ� RI� SUREOHPV� WKURXJK� SXEOLF� UHDVRQLQJ� DQG� GLDORJXH� DLPHG� DW� PXWXDO

XQGHUVWDQGLQJ�� HYHQ� LI� FRQVHQVXV� LV� QRW� EHLQJ� VRXJKW� �/RQGRQ� ������� (DFK� DFWRU� DLPV� IRU� D� ZLQ�ZLQ

VLWXDWLRQ� UDWKHU� WKDQ� YLHZLQJ� GLVFXVVLRQ� RXWFRPHV� LQ� ]HUR�VXP� WHUPV� �3HOORZ� ������� )LQDOO\�� WKHUH� LV� WKH

UHFRJQLWLRQ�WKDW��ZKLOH�WKH�JRDO�LV�XVXDOO\�WR�UHDFK�GHFLVLRQV��RU�DW�OHDVW�SRVLWLRQV�XSRQ�ZKLFK�GHFLVLRQV�FDQ

VXEVHTXHQWO\� EH� WDNHQ�� DQ� XQKXUULHG�� UHIOHFWLYH� DQG� UHDVRQDEO\� RSHQ�HQGHG� GLVFXVVLRQ� LV� UHTXLUHG� �%XWWRQ

DQG�0DWWVRQ�������

 7KH� GLYHUVH� VRXUFHV� DQG� IRUPV� RI� ',3V� PDNH� LW� GLIILFXOW� WR� LGHQWLI\� D� VLQJOH� WKHRUHWLFDO� EDVLV� IRU

GHOLEHUDWLYH� GHFLVLRQ�PDNLQJ� SURFHVVHV�� 1HYHUWKHOHVV�� PRVW� ',3V� DSSHDU� WR� LQYROYH�� DW� OHDVW� LPSOLFLWO\�

+DEHUPDV·V� LGHDV�RI� ¶FRPPXQLFDWLYH�UDWLRQDOLW\·��ZLWK�WKH�H[SOLFLW�XVH�RI�WKHVH� LGHDV�EHLQJ�SUHYDOHQW� LQ� WKH

QRUWK��,Q�FRPPXQLFDWLYH�UDWLRQDOLW\�WKH�QRWLRQ�RI�UHDVRQ�DV�SXUH�ORJLF�DQG�VFLHQWLILF�HPSLULFLVP�LV�H[SDQGHG

WR�HQFRPSDVV�UHDVRQ�IRUPHG�WKURXJK�KLVWRULFDOO\�VLWXDWHG�LQWHU�VXEMHFWLYH�PXWXDO�XQGHUVWDQGLQJ��+DEHUPDV

�������.QRZOHGJH� FODLPV� DUH� YDOLGDWHG� WKURXJK� GLVFXUVLYHO\� HVWDEOLVKLQJ� SULQFLSOHV� RI� YDOLGLW\�� UDWKHU� WKDQ

WKURXJK� DQ� DXWRPDWLF� DSSHDO� WR� ORJLF� RU� VFLHQFH�� 7UXWKV� DUH� VHHQ� WR� HPHUJH� QRW� IURP� WKH� FODVK� RI� SUH�

HVWDEOLVKHG�LQWHUHVWV�DQG�SUHIHUHQFHV�EXW�IURP�UHDVRQHG�GLVFXVVLRQ�DERXW�LVVXHV�LQYROYLQJ�WKH�FRPPRQ�JRRG

�/RQGRQ��������5HDVRQ�LV�UHWDLQHG�DV�D�OHJLWLPDWH�JXLGLQJ�SULQFLSOH�GXH�WR�WKH�LPSRUWDQFH�RI�DUJXPHQWDWLRQ

DQG�GHEDWH�ZKHQ�FROOHFWLYHO\�¶DFWLQJ�LQ�WKH�ZRUOG·��+HDOH\��������+DEHUPDV��������EHOLHYHV�WKDW�DGKHUHQFH�WR

SURFHGXUDO� FULWHULD� UDWKHU� WKDQ� VFLHQWLILF� UDWLRQDOLW\� ZLOO� JXLGH� GHFLVLRQV� WRZDUGV� HIILFDF\�� MXVWLFH� DQG� WKH

SXEOLF� LQWHUHVW�� 6XFK� ¶LGHDO� GHOLEHUDWLYH� SURFHGXUHV·�� LQYROYH� ¶IUHH� GHEDWH� DQG� GLVSXWH� LQ� ZKLFK� WKH� RQO\

OHJLWLPDWH�IRUFH�LV�D�JRRG�DUJXPHQW·��'U\]HN�������������&RPPXQLFDWLYH�UDWLRQDOLW\�LV�DFKLHYHG�WR�WKH�H[WHQW

WKDW�LQWHUDFWLRQV�DUH�HJDOLWDULDQ��XQFRHUFHG��FRPSHWHQW�DQG�IUHH�IURP�GHOXVLRQ��GHFHSWLRQ��SRZHU�DQG�VWUDWHJ\

�LELG���� (DFK� SDUWLFLSDQW� DJUHHV� WR� FRQFXU� ZLWK� SRVLWLRQV� WKDW� WKH\� FDQQRW� UHIXWH� �7HZGZU�-RQHV� DQG

$OOPHQGLQJHU��������6XFK�GHOLEHUDWLRQ�LV�VXSSRVHG�WR�LPSURYH�UHDVRQLQJ�DQG��E\�LPSOLFDWLRQ��LV�PRUH�OLNHO\

WR�HQJHQGHU�FRQVHQVXV��:KHQ�GHOLEHUDWLRQ�IROORZV�DQ�¶LGHDO·�GHOLEHUDWLYH�SURFHGXUH��LW�LV�VHHQ�WR�¶GHOLYHU�WKH

PRVW�¶FRUUHFW·�SROLWLFDO�MXGJHPHQW�SRVVLEOH·��%ORRPILHOG�HW�DO����������

 $GYRFDWHV�RI�',3V�LQ�ERWK�WKH�QRUWK�DQG�WKH�VRXWK�DUJXH�WKDW�IRU�GHOLEHUDWLRQ�WR�EH�HIIHFWLYH�LW�QHHGV

WR�EH� LQFRUSRUDWHG� LQWR�SURFHVVHV� WKDW� DUH� LQFOXVLRQDU\�� ,Q�RUGHU� WR�EH� DGHTXDWHO\�GHOLEHUDWLYH�',3V�PXVW

SURYLGH� IRU� PHDQLQJIXO� SDUWLFLSDWLRQ� E\� LQGLYLGXDOV� DQG� JURXSV� IURP� D� EURDG� DQG� GLYHUVH� UDQJH� RI

SHUVSHFWLYHV� �5RVVL�������� ,QFOXVLRQ� LV� WKH�DFWLRQ�RI� LQYROYLQJ�RWKHUV� DQG� DQ� LQFOXVLRQDU\�GHFLVLRQ�PDNLQJ

SURFHVV�UHIHUV�WR�WKH�HIIHFWLYH�LQYROYHPHQW�RI�PXOWLSOH�VWDNHKROGHUV��DQG�XVXDOO\�HPSKDVLVHV�WKH�SDUWLFLSDWLRQ

RI�SUHYLRXVO\�H[FOXGHG�SXEOLFV�DQG�WKHLU�LQWHUPHGLDULHV��$OWKRXJK�WKHUH�DUH�QR�SUHFLVH�FULWHULD�XSRQ�ZKLFK�WR

GHWHUPLQH� ZKR� VKRXOG� SDUWLFLSDWH�� DQ� ¶LGHDO·� LQFOXVLRQDU\� SURFHGXUH� FDQ� EH� VHHQ� WR� IROORZ� WKH� JHQHUDO

REVHUYDWLRQ�RI�%ORRPILHOG�HW�DO�������������WKDW�

 
¶DOO�ZKRVH�LQWHUHVWV�ZLOO�EH�DIIHFWHG�RXJKW�WR�KDYH�WKH�RSSRUWXQLW\�WR�WDNH�SDUW��DQG�IRU�DOO�FLWL]HQV�WR�IHHO

WKDW� WKHLU� LQWHUHVWV� DUH� EHLQJ� SURSHUO\� UHSUHVHQWHG� HYHQ� LI� WKH\� GR� QRW� FKRVH� WR� EHFRPH� LQYROYHG

WKHPVHOYHV�·

�����������������������������������������������������

 �� 7KLV�SKUDVH�LV�IURP�%ORRPILHOG�HW�DO�����������IROORZLQJ�+DEHUPDV·�FRQFHSW�RI�DQ�¶LGHDO�VSHHFK�VLWXDWLRQ·�
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+RZHYHU��WKH�QRWLRQ�RI�LQFOXVLRQ�FDQ�DOVR�JR�EH\RQG�ZKR�LV�LQYROYHG��WR�D�FRQFHUQ�ZLWK�WKH�PHDQV�E\�ZKLFK

SDUWLFLSDQWV�WDNH�SDUW��WKH�DJHQGDV�WKH\�DUH�SHUPLWWHG�WR�GLVFXVV�DQG�WKH�DUUDQJHPHQWV�PDGH�IRU�WKRVH�ZKR

FDQQRW�EH�SUHVHQW��%ORRPILHOG�HW�DO��������

 ',3V�LQ�ERWK�WKH�QRUWK�DQG�WKH�VRXWK�EURDGO\�VKDUH�WKH�DERYH�FKDUDFWHULVWLFV��+RZHYHU��WKH\�YDU\�LQ�WKH

REMHFWLYHV� WKH\� KDYH� EHHQ� JLYHQ� DQG� WKH� SURFHGXUDO�PHFKDQLVPV� XVHG�ZLWKLQ� WKHP��:KLOH� WKH� QDWXUH� DQG

SUHYDOHQFH�RI�HDFK� W\SH�ZLOO�EH�H[DPLQHG� ODWHU� LQ� WKLV�SDSHU�� LW� LV�XVHIXO�DW� WKLV�SRLQW� WR�RXWOLQH�EULHIO\� WKH

UDQJH�RI�WKHVH�YDULDWLRQV��:LWK�UHJDUG�WR�REMHFWLYHV��%XWWRQ�DQG�0DWWVRQ��������GHVFULEH�IRXU�H[SHFWDWLRQV

RI� GHPRFUDWLF� GHOLEHUDWLRQ� WKDW� ZHUH� H[SUHVVHG� E\� SDUWLFLSDQWV� LQ� D� VWXG\� RI� ',3V� LQ� WKH� 86$� �%R[� ���

$OWKRXJK� WKHVH� FRQFHSWLRQV� RI� ',3V� DUH� QRW� PXWXDOO\� H[FOXVLYH�� DQG� FDQ� RIWHQ� EH� IRXQG� ZRUNLQJ� LQ

FRPELQDWLRQ�RU�VXFFHVVLRQ��WKH\�UHIOHFW�GLVFUHWH�H[SHFWDWLRQV�RI�',3V�DQG�FDQ�EH�XVHG�WR�GLVWLQJXLVK�EHWZHHQ

WKH�GLIIHUHQW�REMHFWLYHV�WKDW�',3V�KDYH�EHHQ�JLYHQ��,Q�DGGLWLRQ��GUDZLQJ�RQ�=D]XHWD���������ZKR�GHVFULEHV

',3V�WKDW�KDYH�WDNHQ�SODFH�LQ�HQYLURQPHQWDO�SROLF\�PDNLQJ�LQ�/DWLQ�$PHULFD��LW�LV�SRVVLEOH�WR�VXEGLYLGH�WKH

',3V�ZLWK�DQ�LQVWUXPHQWDO�REMHFWLYH�LQWR�IRXU�IXUWKHU�FDWHJRULHV��%R[�����7KHVH�IRUPV�DUH�DOVR�RIWHQ�XWLOLVHG

LQ�FRPELQDWLRQ�RU�VXFFHVVLRQ�ZLWKLQ�WKH�VDPH�FDVH�

 ,Q�ERWK� WKH�QRUWK� DQG� WKH� VRXWK�� WKH�XVH�RI�',3V� IRU� HQYLURQPHQWDO� SROLF\�PDNLQJ� KDV� LQYROYHG� DQ

DUUD\� RI� SURFHGXUDO� PHFKDQLVPV�� WHFKQLTXHV� DQG� PHWKRGV�� 7KH\� LQFOXGH� DUHD�QHLJKERXUKRRG� IRUXPV�

FLWL]HQV·�MXULHV��FLWL]HQ·V�SDQHOV��FRPPLWWHHV��FRQVHQVXV�FRQIHUHQFHV��GHOLEHUDWLYH�SROOLQJ��IRFXV�JURXSV��LVVXH

IRUXPV�� PXOWL�FULWHULD� PDSSLQJ�� SXEOLF� PHHWLQJV�� UDSLG� DQG� SDUWLFLSDWRU\� UXUDO� DSSUDLVDO� �55$� DQG� 35$��

VHUYLFH�XVHU�IRUXPV��YLVLRQLQJ�H[HUFLVHV��ZRUNLQJ�JURXSV�DQG�ZRUNVKRSV��,335�������1()��������7KHVH�DUH

GHVFULEHG�LQ�$SSHQGL[�$��,W�LV�ZRUWK�QRWLQJ�WKDW�WKHVH�PRGHV�DQG�PHWKRGV�FDQ�GLIIHU�VXEVWDQWLDOO\�LQ�GHWDLO

DQG�KDYH�EHHQ�DSSOLHG�WR�D�ZLGH�UDQJH�RI�LVVXHV��QRW�QHFHVVDULO\�RQO\�WR�WKRVH�UHODWHG�WR�HQYLURQPHQWDO�SROLF\

�.DVV��������+RZHYHU��WKH\�DOO��WR�YDU\LQJ�GHJUHHV��DWWHPSW�WR�DGRSW�WKH�FULWHULD�RI�GHOLEHUDWLRQ�DQG�LQFOXVLRQ

GLVFXVVHG�DERYH��7\SLFDO�SULQFLSOHV�DSSOLHG�LQ�WKHLU�XVH�LQFOXGH�WKH�LQFRUSRUDWLRQ�RI�WKH�ZLGHVW�SRVVLEOH�UDQJH

RI�LQWHUHVWV��IRFXVLQJ�RQ�WKH�IXWXUH�DQG�RQ�FRPPRQ�JURXQG��ZRUNLQJ�LQ�VPDOO�JURXSV��XUJLQJ�IXOO�DWWHQGDQFH

DQG� SDUWLFLSDWLRQ�� DQG� VHHNLQJ� SXEOLF� FRPPLWPHQWV� WR� DFWLRQ� �6HOPDQ� DQG� 3DUNHU� ������� 1HYHUWKHOHVV�

SDUWLFXODU�PHFKDQLVPV� DUH�RIWHQ� DVVRFLDWHG�ZLWK�',3V� WKDW� KDYH� SDUWLFXODU� REMHFWLYHV��7KH� QDWXUH� RI� VXFK

UHODWLRQVKLSV�ZLOO�EH�GLVFXVVHG�LQ�6HFWLRQ���

 $�ILQDO�FKDUDFWHULVWLF�� WKDW�DSSOLHV� WR� WKH�XVH�RI�',3V� LQ�HQYLURQPHQWDO�SROLF\�PDNLQJ� LQ�FRXQWULHV�RI

ERWK�WKH�QRUWK�DQG�VRXWK��LV� WKDW�',3V�KDYH�EHHQ�ODUJHO\� LQLWLDWHG�DQG�XVHG�E\� ORFDO�JRYHUQPHQWV��DQG�WKH

VWDWH�KDV��VR�IDU��QHDUO\�DOZD\V�EHHQ�D�FHQWUDO�SOD\HU��7R�XVH�+HDOH\·V�������������GLVWLQFWLRQ��',3V�DUH�RIWHQ

DQ�HOHPHQW�RI�WKH�¶VRIW�LQIUDVWUXFWXUH·�²�WKH�LQVWLWXWLRQDO�FDSDFLW\�EXLOGLQJ�DQG�PXWXDO�OHDUQLQJ�ZKHUH�VRFLDO

FROODERUDWLRQ�DQG�LQYHQWLRQ�RFFXUV�²�WKDW�RSHUDWHV�DORQJVLGH��DQG�KDV�WKH�SRWHQWLDO� WR�WUDQVIRUP��WKH� ¶KDUG

LQIUDVWUXFWXUH·�RI�WKH�HVWDEOLVKHG�JRYHUQPHQW�LQVWLWXWLRQV��H�J��3DUOLDPHQW���VRFLDO�LQVWLWXWLRQV��H�J��HGXFDWLRQ

V\VWHPV��DQG�UHJXODWRU\�LQVWLWXWLRQV��H�J��WKH�ODZ��

 7KLV� VHFWLRQ� KDV� LQWURGXFHG� GHOLEHUDWLYH� DQG� LQFOXVLRQDU\� SURFHVVHV� DQG� KDV� VKRZQ� WKDW�� GHVSLWH

RFFDVLRQDO� GLIIHUHQFHV� LQ� REMHFWLYHV� DQG� SURFHGXUDO� PHFKDQLVPV�� WKH\� UHVW� RQ� FRPSDUDEOH� XQGHUO\LQJ

DVVXPSWLRQV�DQG�PDNH�VLPLODU�FODLPV��%HIRUH�D�GHWDLOHG�FRPSDULVRQ�WDNHV�SODFH�� LW� LV�QHFHVVDU\� WR�HVWDEOLVK

KRZ�DQG�ZK\�',3V�LQ�HQYLURQPHQWDO�SROLF\�PDNLQJ�KDYH�UHFHQWO\�HPHUJHG�LQ�ERWK�WKH�QRUWK�DQG�WKH�VRXWK�
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Box 1:  Concept ions of  democrat ic  de l iberat ion (adapted f rom But ton and Mat tson 1999)

• Educative: This perspective views civic deliberation as a means of encouraging political learning about an issue or
problem. The objectives range from simply providing individuals with more information and knowledge, to the greater
expectation that as a result of such deliberation citizens can make collective political judgements and participate in
decision-making in the future.

• Consensual: This approach stresses procedures by which participants can come to a common agreement on an issue,
values or the direction of a future course of action. There is a desire to find ‘common ground’ through the expression of
different points of view. Aware that complete consensus is unlikely, organisers following this orientation often ask citizens
to use the 'I can live with it' rule to distinguish among proposals they can accept as reasonably close to their views and
those they cannot accept.

• Instrumental: This approach perceives direct political or legislative results as the purpose and end of democratic
deliberation. Procedures are often organised around the communication of established political interests. Deliberative
sessions can be judged by the standards of effectiveness, efficiency and influence. Instrumental results can include the
development, improvement or blocking of a proposal (Chess and Purcell, 1999).

• Conflictual: This perspective emphasises giving the widest possible space to the expression and development of
individual points of view without being constrained by other demands on public talk. This conception stresses conflict and
difference over resolution and agreement. The results of such an orientation to deliberation may be educative and they
may also serve as the basis for future decision-making. But the primary focus is on unrestricted discourse.

 

Box 2:  Forms of  DIPs used for  instrumenta l  object ives in  envi ronmenta l  pol icy-making

(adapted f rom Zazueta  1995)

• Information production: The production, through inclusive deliberation, of information/ evidence needed for participants/
stakeholders to examine the issues more fully.

• Consultation: Policymakers bring stakeholders into the discussion about policy options, encouraging them to express
their needs and views and to share their experiences. From the stakeholders standpoint, consultation processes are best
seen as an opportunity for expression. From the standpoint of policy-makers, they present the chance to listen. Through
consultation, policy-makers can also figure out who is likely to support or oppose an initiative and how to increase support.

• Monitoring and oversight: Task forces and standing committees can play an important role in oversight and in
establishing broad directions for specific initiatives, while having no responsibilities for how actions are carried out. Such
committees are legitimating mechanisms intended to increase support and reduce opposition among stakeholders, as well
as to ensure that wide-ranging information and perspectives get incorporated into decision-making and implementation.

• Decision making and implementation: Delegation of planning and implementation to the non-state sector (community
based organisations (CBOs) and non-governmental organisations (NGOs)). Citizen’s groups define problems, formulate
solutions and action plans and help implement activities
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 7KH�VXSSRUW�IRU�DQG�XVH�RI�',3V�LQ�HQYLURQPHQWDO�SROLF\�PDNLQJ�KDV�JURZQ�GUDPDWLFDOO\�LQ�WKH�ODVW�GHFDGH�

,Q������� WKH� LQWHUQDWLRQDOO\� DJUHHG� ¶$JHQGD� ��·� IRU� VXVWDLQDEOH� GHYHORSPHQW�ZDV� JHQHUDWHG� E\� WKH�8QLWHG

1DWLRQV� (DUWK� 6XPPLW� LQ� 5LR�� 7KLV� HPSKDVLVHG� D� QHHG� IRU� SXEOLF� LQYROYHPHQW� LQ� WKH� GHVLJQ� DQG

LPSOHPHQWDWLRQ�RI�PDQ\�IRUPV�RI�HQYLURQPHQWDO�SROLF\� �(GHQ�������� ,Q�SDUWLFXODU�� WKH� ¶/RFDO�$JHQGD���·

�/$���� VXSSRUWHG� WKH� GHYHORSPHQW� RI� ¶IUHVK� DQG� LQQRYDWLYH� PHWKRGV� RI� ZRUNLQJ� ZLWK� DQG� IRU� WKH

FRPPXQLW\·� �)UHHPDQ� HW�DO������������ ��� ,Q������DW� OHDVW������� ORFDO�JRYHUQPHQWV� IURP����FRXQWULHV� LQ� WKH

�����������������������������������������������������

 �� &KDSWHU� ��� RI� $JHQGD� ��� VSHFLILHG� WKDW�� E\� ������ PRVW� ORFDO� DXWKRULWLHV� VKRXOG� SURGXFH� D� ¶ORFDO� $JHQGD� ��·
WKURXJK�FRQVXOWDWLRQ�DQG�FRQVHQVXV�ZLWK�ORFDO�SHRSOH�DQG�LQVWLWXWLRQV�
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QRUWK� DQG� VRXWK� ZHUH� LQYROYHG� LQ� ¶/$��� SODQQLQJ� SURFHVVHV·� �,&/(,� ������ DQG� PDQ\� RI� WKHVH� KDYH

LQFRUSRUDWHG� SUDFWLFHV� ZLWK� WKH� FKDUDFWHULVWLFV� RI� ',3V� �6HOPDQ� DQG� 3DUNHU� �������� 7KH� H[SDQVLRQ� RI

SDUWLFLSDWRU\�SURFHVVHV�WKURXJK�/$���LV��KRZHYHU��MXVW�RQH�H[DPSOH�RI�LQFUHDVLQJ�GHOLEHUDWLRQ�DQG�LQFOXVLRQ

LQ� HQYLURQPHQWDO� SROLF\�PDNLQJ�� ,Q� WKH�8.�� IRU� H[DPSOH�� WKH�XVH�RI�',3V�E\� ORFDO� DXWKRULWLHV�KDV� JURZQ

GUDPDWLFDOO\�LQ�D�ZLGH�UDQJH�RI�DUHDV��

 7KHUH�DUH�D�QXPEHU�RI�LQWHUUHODWHG�FRQWHPSRUDU\�VRFLDO�DQG�SROLWLFDO�IDFWRUV�WKDW�KDYH�FRQWULEXWHG��ERWK

GLUHFWO\� DQG� LQGLUHFWO\�� WR� WKLV� UHFHQW� LQWHUHVW�� 7KH� IROORZLQJ� GLVFXVVLRQ�ZLOO� EULHIO\� VXPPDULVH�� DOEHLW� LQ� D

KLJKO\�JHQHUDOLVHG�IDVKLRQ��WKH�IDFWRUV�WKDW�KDYH�EHHQ�NH\�LQ�SURPSWLQJ�DQG�SURPRWLQJ�WKH�JURZLQJ�SHUFHLYHG

YDOLGLW\� DQG� DFFHSWDQFH� RI� ',3V�� $OWKRXJK� WKH� ZD\V� WKDW� WKHVH� FRQWH[WXDO� IDFWRUV� KDYH� HPHUJHG� DQG

LQIOXHQFHG�',3V�KDYH�RIWHQ�YDULHG�EHWZHHQ�FRXQWULHV�RI�WKH�QRUWK�DQG�WKH�VRXWK�VLPLODU�WUHQGV�KDYH�XVXDOO\

EHHQ�LQYROYHG�

 

 ���� �3ROLWLFDO�VKLIWV

 &KDQJLQJ�HPSKDVHV�LQ�WKH�SROLWLFDO�DUHQD�KDYH�DIIHFWHG�WKH�GHVLUDELOLW\�DQG�IHDVLELOLW\�RI�LQFOXGLQJ�RI�FLWL]HQV

LQ�GHEDWHV�DERXW�HQYLURQPHQWDO�SROLF\��2QH�VXFK�VKLIW�KDV�EHHQ�D�JURZLQJ�GLVVDWLVIDFWLRQ�ZLWK�WKH�H[LVWLQJ

SROLWLFDO� VWUXFWXUHV� IRU� KDQGOLQJ� HQYLURQPHQWDO� SROLF\�PDNLQJ�� ,Q� PDQ\� FRXQWULHV� WKH� PRVW� REYLRXV

PHFKDQLVP� IRU� LQYROYLQJ� FLWL]HQV� LV� WKDW� RI� UHSUHVHQWDWLYH� GHPRFUDF\��+RZHYHU�� HYHQ� LQ� FRXQWULHV� ZKHUH

UHSUHVHQWDWLYH�GHPRFUDF\�LV�VXSSRVHG�WR�EH�IXQFWLRQLQJ�HIIHFWLYHO\��LW�KDV�EHHQ�KHDYLO\�FULWLFLVHG�IRU�LWV�DELOLW\

WR� SURWHFW� FLWL]HQV·� HQYLURQPHQWDO� LQWHUHVWV��7KH� LQDELOLW\� RI� HOHFWHG� UHSUHVHQWDWLYHV� WR� FDSWXUH� WKH� GLYHUVH

VRFLDO�DQG�HFRQRPLF�LQWHUHVWV�RI�WKHLU�FRQVWLWXHQWV��WKH�ODFN�RI�D�FRQYHQLHQW�FRLQFLGHQFH�EHWZHHQ�DOWHUQDWLYH

SROLF\�RSWLRQV�DQG�WUDGLWLRQDO�GLYLGHV�EHWZHHQ�SROLWLFDO�SDUWLHV�DQG�WKH�IDFW�WKDW�HQYLURQPHQWDO�VWHZDUGVKLS

GRHV� QRW� ILW� LQWR� HOHFWRUDO� WLPH� VFDOHV� KDYH� PHDQW� WKDW� FLWL]HQV·� HQYLURQPHQWDO� FRQFHUQV� KDYH� QRW� EHHQ

DGHTXDWHO\�WDNHQ�LQWR�DFFRXQW�LQ�ORFDO�DQG�QDWLRQDO�JRYHUQPHQW�SROLF\�PDNLQJ��6HOPDQ�DQG�3DUNHU��������,Q

DGGLWLRQ�� PDUJLQDOLVHG� JURXSV� RIWHQ� GR� QRW� SDUWLFLSDWH� HIIHFWLYHO\� LQ� VXFK� UHSUHVHQWDWLYH� GHPRFUDF\�� $V

0RRUH�DQG�3XW]HO� ������� DUJXH�� LQ�PDQ\� ¶GHPRFUDFLHV·��SDUWLFXODUO\� LQ� WKH� VRXWK�� WKH�SRRU�DUH�RIWHQ�EDGO\

RUJDQLVHG�DQG�LOO�VHUYHG�E\�WKH�RUJDQLVDWLRQV�WKDW�PRELOLVH�WKHLU�YRWHV�DQG�FODLP�WR�UHSUHVHQW�WKHLU�LQWHUHVWV�

6RPH� ORFDO� JRYHUQPHQWV�� SDUWLFXODUO\� LQ� WKH� QRUWK�� KDYH� DWWHPSWHG� SXEOLF� FRQVXOWDWLRQ� RQ� HQYLURQPHQWDO

SROLF\�RYHU�PDQ\�GHFDGHV��+RZHYHU��WKH�WUDGLWLRQDO�PHWKRGV�XVHG��IUHTXHQWO\�LQ�WKH�IRUP�RI�SXEOLF�PHHWLQJV�

KDYH�RIWHQ�SURYLGHG�LQDGHTXDWH�RSSRUWXQLWLHV�IRU�JHQXLQH�GHPRFUDWLF�LQYROYHPHQW��&KHVV�DQG�3XUFHOO�������

0DQ\�FRXQWULHV��SDUWLFXODUO\�LQ�WKH�QRUWK��DUH�EHJLQQLQJ�WR�VHH�',3V�DV�D�ZD\�WR�GHPRFUDWLVH�HQYLURQPHQWDO

SROLF\�PDNLQJ�E\�PRYLQJ�EH\RQG�UHSUHVHQWDWLYH�GHPRFUDF\�DQG�WUDGLWLRQDO�IRUPV�RI�FRQVXOWDWLRQ�WR�JLYH�WKH

KLVWRULFDOO\�H[FOXGHG�D�YRLFH�

 +RZHYHU��DV�ZHOO�DV�D�JURZLQJ�UHFRJQLWLRQ�RI�WKH�LQDGHTXDF\�RI�WKH�FXUUHQW�V\VWHP��RWKHU�SROLWLFDO�VKLIWV

KDYH�DFWLYHO\�SURPSWHG� WKH�DGRSWLRQ�RI�PRUH�SDUWLFLSDWRU\� DSSURDFKHV� LQ�SROLF\�PDNLQJ��%ORRPILHOG� HW� DO�

�����������������������������������������������������

 �� +RZHYHU�� GHVSLWH� WKLV�� LW� VKRXOG� EH� UHFRJQLVHG� WKDW� WKH� PDMRULW\� RI� /$��� SURFHVVHV� KDYH� XWLOLVHG� WUDGLWLRQDO
SDUWLFLSDWRU\�PHFKDQLVPV�VXFK�DV�SXEOLF�PHHWLQJV�DQG�FRQVXOWDWLRQ�GRFXPHQWV�UDWKHU�WKDQ�',3V��(YDQV�������

 �� )RU�H[DPSOH�� LQ�WKH�FDVH�RI�FLWL]HQ·V� MXULHV��EHIRUH������OHVV�WKDQ����UHVSRQGLQJ�DXWKRULWLHV�FODLPHG�WR�XVH� WKHP
ZKLOH�LQ������WKLV�URVH�WR������'(75������LQ�%ORRPILHOG���������
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�������VXJJHVW�WKDW�WKH�EHQHILWV�RI�D�SDUWLFXODU�IRUP�RI�¶SXEOLF�SDUWLFLSDWLRQ·�EHJDQ�WR�EH�DSSUHFLDWHG�LQ�PDQ\

FRXQWULHV�ZKHQ��LQ�WKH�����V��FKDQJHV�LQ�JRYHUQDQFH�VWUDWHJLHV�VWHPPLQJ�IURP�D�QHROLEHUDO�DJHQGD�UHVXOWHG

LQ� WKH� VWDWH� PRYLQJ� IURP� D� SRVLWLRQ� RI� HFRQRPLF� DQG� VRFLDO� FRQWURO� FKDUDFWHULVHG� DV� ¶URZLQJ·� WR� RQH� RI

¶VWHHULQJ·��,Q�ERWK�WKH�QRUWK�DQG�WKH�VRXWK��OLEHUDOLVDWLRQ�OHG�WR�SULYDWLVDWLRQ�DQG�¶FRVW�VKDULQJ·�LQ�JRYHUQPHQW

SURJUDPPHV�DQG�WKH�SULYDWLVDWLRQ�RI�XWLOLWLHV�ZDV�VHHQ�E\�VRPH�WR�LQFUHDVH�SXEOLF�HQJDJHPHQW�DV�IRUPHU�VWDWH

VHUYLFHV� DWWHPSWHG� WR� EHFRPH� PRUH� VHQVLWLYH� WR� WKH� GHPDQGV� DQG� RSLQLRQV� RI� FLWL]HQV� DV� FXVWRPHUV�

+RZHYHU�� WKH�IRUP�RI�SDUWLFLSDWLRQ� WKDW�HPHUJHG�KDV�EHHQ�ZLGHO\�FULWLFLVHG�DV� LQHTXLWDEOH�DQG�RIWHQ�EHLQJ

OLWWOH�PRUH�WKDQ�D�FRVW�FXWWLQJ�H[HUFLVH�WRJHWKHU�ZLWK�DQ�DEGLFDWLRQ�RI�WKH�VWDWH·V�UHVSRQVLELOLWLHV�

 $FURVV�WKH�ZRUOG��WKH�SROLWLFDO�PRYHV�FDXVLQJ�WKH�UHWUHDW�RI�WKH�VWDWH�KDYH�DOVR�UHVXOWHG�LQ�WKH�H[SDQVLRQ

RI� FLYLO� VRFLHW\�� ,Q� WKH� VRXWK� WKLV�ZDV� SDUWLFXODUO\� QRWLFHDEOH� DV� JUDVVURRWV� RUJDQLVDWLRQV� DQG�1*2V�ZHUH

HQFRXUDJHG�WR�VFDOH�XS�RSHUDWLRQV�WR�WDNH�RQ�UHVSRQVLELOLWLHV�LQ�VHUYLFH�GHOLYHU\�ZKLFK�XQWLO�WKHQ�KDG�EHHQ�LQ

WKH� KDQGV� RI� WKH� VWDWH� �=D]XHWD� �������&LYLO� VRFLHW\� RUJDQLVDWLRQV�� LQ� WKH� QRUWK� DQG� WKH� VRXWK�� KDYH� EHHQ

ODUJHO\�UHVSRQVLEOH�IRU�WKH�H[SORVLRQ�RI� LQWHUHVW� LQ�D�ZLGH�UDQJH�RI�SDUWLFLSDWRU\�PHWKRGRORJLHV� �&KDPEHUV

������1()�������� ,Q� DGGLWLRQ�� DV� WKHVH�RUJDQLVDWLRQV�KDYH� HYROYHG�� WKH\�KDYH�EHJXQ� WR� WDNH� RQ� D� JUHDWHU

DGYRFDF\� DQG� FROODERUDWLYH� UROH� DQG� WR� GHPDQG� WKDW� FLWL]HQV·� YRLFHV� EH� KHDUG� GXULQJ� WKH� IRUPXODWLRQ� RI

JRYHUQPHQW�UHJXODWLRQV�DQG�SROLFLHV�

 5HFHQW�SROLWLFDO�FKDQJHV�KDYH�DOVR�FRQWULEXWHG�WR�WKH�HPHUJHQFH�RI�SDUWLFLSDWRU\�HQYLURQPHQWDO�SROLF\

PDNLQJ�� ,Q� WKH� QRUWK�� IURP� WKH� PLG�����V�� WKHUH� KDV� EHHQ� JURZLQJ� VWDWH� VXSSRUW� IRU� IRUPV� RI� SXEOLF

SDUWLFLSDWLRQ�� ,Q�SDUWLFXODU��DV� WKH�SROLWLFDO�JRDOV�RI� D�QXPEHU�RI�QRUWKHUQ�JRYHUQPHQWV�PRYHG�DZD\� IURP

XQEULGOHG�QHROLEHUDOLVP�� LVVXHV�RI�VRFLDO� MXVWLFH�DQG�H[FOXVLRQ�LQFOXVLRQ�KDYH� UHFHLYHG�JUHDWHU� DWWHQWLRQ�� ,Q

WKH�8.�WKLV�KDV�EHFRPH�PRUH�H[SOLFLW�DIWHU�WKH�HOHFWLRQ�RI�D�/DERXU�*RYHUQPHQW�LQ������DQG�FDQ�EH�IRXQG

LQ�WKH�GHEDWHV�VXUURXQGLQJ�WKH�¶7KH�7KLUG�:D\·�FRQFHSW��*LGGHQV��������7KLV�DSSHDUV�WR�UHSUHVHQW�D�PRYH

WRZDUGV�D�FRQVHQVXV�ZLWKLQ�WKH�LGHRORJLHV�RI�PDQ\�GRPLQDQW�SROLWLFDO�SDUWLHV�LQ�WKH�ZHVW�DV�WKH\�DWWHPSW�WR

GHYHORS� D�QHZ� W\SH�RI�SROLWLFV� LQ� WKH� OLJKW�RI� JUHDWHU� FXOWXUDO� SOXUDOLVP� DQG� FKDQJHV� LQ� HWKLFDO� EHOLHIV� DQG

YDOXHV��&HQWUDO�WR�WKLV�DWWHPSW�LV�D�VHDUFK�IRU�SURFHVVHV�WKDW�OHDG�WR�IUHVK�SDWWHUQV�RI�GHOLEHUDWLYH�LQWHUDFWLRQ

EHWZHHQ�VWDWH�DQG�FLWL]HQ��*URYH�:KLWH�������

 ,Q� WKH� VRXWK� WKH� UHOHYDQW� SROLWLFDO� VKLIWV� KDYH� EHHQ� PRYHV� WRZDUGV� JUHDWHU� GHFHQWUDOLVDWLRQ� DQG

GHPRFUDWLVDWLRQ��7DPDQJ��������DUJXHV�WKDW��DV�PRUH�JRYHUQPHQWV�LQ�GHYHORSLQJ�FRXQWULHV�DUH�HOHFWHG��PRUH

KDYH� KDG� WR� UHODWH� WKHLU� SROLFLHV� WR� WKH� QHHGV�� KRSHV� DQG� DVSLUDWLRQV� RI� WKH� FLWL]HQV� WKH\� VHUYH� WR� VWD\� LQ

SRZHU�� +H� VXJJHVWV� WKDW� WKLV� KDV� EHJXQ� WR� SURGXFH� D� ¶QHZ� SROLWLFDO� FOLPDWH� WKDW� UHTXLUHV� SROLF\�PDNLQJ

RUJDQLVDWLRQV�WR�EH�DFFRXQWDEOH�WR�WKH�SXEOLF�WKH\�VHUYH·�DQG�WKDW�WKLV�FOLPDWH�KDV�¶SHUVXDGHG�WKHVH�ERGLHV�WR

EUHDN�RXW�IURP�WKHLU�LQVXODULW\·�DQG�ILQG�QHZ�ZD\V�RI�XQGHUVWDQGLQJ�DQG�FRPPXQLFDWLQJ�ZLWK�WKH�SRSXODWLRQ

�LELG������

 

 �����3ROLF\�HIIHFWLYHQHVV

 7KH�JURZLQJ�FRQFHUQ�UHJDUGLQJ�WKH�HIIHFWLYHQHVV�RI�HQYLURQPHQWDO�SROLFLHV�KDV�EHHQ�DQRWKHU�NH\�FRQWH[WXDO

HOHPHQW��,Q�ERWK�WKH�QRUWK�DQG�WKH�VRXWK��D�ZLGH�YDULHW\�RI�HQYLURQPHQWDO�SROLFLHV�KDYH�UHFHLYHG�LQFUHDVLQJ

FULWLFLVP��3URSRQHQWV�DUJXH�WKDW�',3V�KDYH�WKH�SRWHQWLDO�WR�LPSURYH�WKH�TXDOLW\�RI�GHFLVLRQ�PDNLQJ��OHDG�WR
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¶EHWWHU·� SROLF\� DQG� LQFUHDVH� WKH� OLNHOLKRRG� WKDW� SROLF\� LPSOHPHQWDWLRQ� ZLOO� EH� PRUH� OHJLWLPDWH�� HIIHFWLYH�

HIILFLHQW�DQG�VXVWDLQDEOH�

 ,QFOXVLYH� GHOLEHUDWLRQ� KDV� EHHQ� GHVFULEHG� DV� ¶WKH� RQO\� DQDO\WLFDOO\� ULJRURXV� ZD\� RI� IUDPLQJ� DQDO\VLV·

EHFDXVH� LW� LQYROYHV� JHWWLQJ� LQIRUPDWLRQ� DQG� SHUFHSWLRQV� IURP� DV� PDQ\� GLIIHUHQW� VRXUFHV� DV� SRVVLEOH� DQG

FRQVLGHULQJ� WKLV� LQIRUPDWLRQ� LQ� DQ� RSHQ�� IDLU� DQG� HTXDO� ZD\� �(65&� ������ ����� ',3V� WKHUHIRUH� KDYH� WKH

SRWHQWLDO�WR�LPSURYH�WKH�NQRZOHGJH�EDVH�IRU�WKH�GHVLJQ�RI�HQYLURQPHQWDO�SROLF\��7KH�LQFOXVLRQ�RI�PXOWLSOH

VWDNHKROGHUV� EULQJV� LQWR� GHFLVLRQ�PDNLQJ�PRUH� LQIRUPDWLRQ� DQG� D� ZLGHU� UDQJH� RI� H[SHULHQFHV� ²� ERWK� RI

ZKLFK� FDQ� FRQWULEXWH� WR� WKH� HODERUDWLRQ� RI� PRUH� UHDOLVWLF� SROLFLHV� �3HOOHWLHU� HW� DO�� ������ =D]XHWD� ������

3DUWLFLSDWRU\�UHVHDUFK�FDQ�RIWHQ�XQHDUWK�VXUSULVHV�E\�SURGXFLQJ�LQIRUPDWLRQ�WKDW�LV�FRXQWHULQWXLWLYH��+ROODQG

������ DQG� ORFDO� RU� LQGLJHQRXV� HQYLURQPHQWDO� NQRZOHGJH�PD\� EH� FULWLFDO� WR� WKH� VXFFHVVIXO�PDQDJHPHQW� RI

SDUWLFXODU� HFRORJLFDO� UHVRXUFHV� �6FKURHGHU� ������� 5HOHYDQW� DQG� VXVWDLQDEOH� SROLF\�PDNLQJ� DOVR� UHTXLUHV� WKH

YRLFHV�RI�WKH�DIIHFWHG�SRSXODWLRQ�WR�EH�KHDUG�EHFDXVH�WKH�SULRULWLHV�DQG�XQGHUVWDQGLQJV�RI�SROLF\�PDNHUV�PD\

EHDU� OLWWOH� UHVHPEODQFH� WR� WKRVH� RI� WKH� ¶EHQHILFLDULHV·�� ,Q� HQYLURQPHQWDO� GHEDWHV�� XQGHUVWDQGLQJV� RI� WKH

HQYLURQPHQW� DQG� YDOXHV� SODFHG� RQ� GLIIHUHQW� W\SHV� RI� ¶QDWXUH·� DUH� VRFLDOO\� FRQVWUXFWHG�� RIWHQ� LQ� PDUNHGO\

GLIIHUHQW�ZD\V�E\�GLIIHUHQW�DFWRUV��DQG�VR�DUH�VXEMHFW�WR�VLJQLILFDQW�FRQWHVWDWLRQ��.HHOH\�DQG�6FRRQHV�������

,QFOXVLYH�GHOLEHUDWLRQ�FDQ�FKDOOHQJH�SUHFRQFHSWLRQV��KHOSLQJ�SROLF\�PDNHUV�WR�PRYH�DZD\�IURP�QRUPDWLYH�RU

VW\OLVHG�ZD\V�RI� WKLQNLQJ� �+ROODQG�������� ,Q� SDUWLFXODU�� LI�ZD\V� WR� LQYROYH�PDUJLQDO� SRSXODWLRQV� LQ� SROLF\�

PDNLQJ� DUH� IRXQG�� LW� LV� DUJXHG� WKDW� SURMHFWV� DQG�SURJUDPPHV�ZLOO� EHWWHU� UHVSRQG� WR� WKHLU� QHHGV� �=D]XHWD

������

 +RZHYHU��DV�ZHOO�DV�SURYLGLQJ�DGGLWLRQDO�LQIRUPDWLRQ�IURP�D�ZLGH�UDQJH�RI�SHUVSHFWLYHV��',3V�FDQ�DOVR

LPSURYH�SROLF\�HIIHFWLYHQHVV�E\�UHGXFLQJ�SXEOLF�RSSRVLWLRQ��',3V�FDQ�LQFUHDVH�WKH�OLNHOLKRRG�RI�FRPSOLDQFH

DQG�VXSSRUW�IURP�WKH�DIIHFWHG�SRSXODWLRQ�E\�EXLOGLQJ�WKHLU�FRQFHUQV�LQWR�SROLF\�GHFLVLRQV�DQG�GHYHORSLQJ�D

FRQVHQVXV� DERXW� WKH� ZD\� IRUZDUG� �3HOOHWLHU� ������� $V� HQYLURQPHQWDO� GHFLVLRQ�PDNLQJ� LV� HVVHQWLDOO\� DERXW

WUDGH�RIIV�EHWZHHQ�DQG�DPRQJ�XVHV�DQG�XVHUV��GHOLEHUDWLYH�DQG�LQFOXVLRQDU\�SURFHVVHV�KDYH�WKH�SRWHQWLDO�WR

VWUHQJWKHQ� WKH�SHUFHLYHG� OHJLWLPDF\�RI�SROLF\�GHFLVLRQV�DQG�PDNH�SROLF\� LPSOHPHQWDWLRQ�HDVLHU� �%DOODQW\QH

������%XUJHVV�������

 $WWHPSWV�WR�HQKDQFH�VXFK�SROLF\�OHJLWLPDF\�KDYH�EHHQ�SDUWLFXODUO\�FRPPRQ�XVH�RI�',3V�LQ�WKH�QRUWK�

7KLV�LV�SDUWO\�EHFDXVH�RI�WKH�LQFUHDVLQJ�SUHYDOHQFH�RI�FHUWDLQ�LQWUDFWDEOH�SROLF\�SUREOHPV��VXFK�DV�WKH�1LPE\

V\QGURPH���� )LVFKHU� ������� VXJJHVWV� WKDW� VXFK� ¶ZLFNHG·� HQYLURQPHQWDO� SUREOHPV� ZLOO� QHYHU� EH� DGHTXDWHO\

VROYHG�E\�H[SHUWV�DORQH�DQG�FLWL]HQ�SDUWLFLSDWLRQ�LV�WKHUHIRUH�UHTXLUHG�LQ�SROLF\�PDNLQJ�

 $OWKRXJK�HQKDQFLQJ�SROLF\�OHJLWLPDF\�LV�DOVR�DQ�LVVXH�LQ�VRXWKHUQ�FRXQWULHV��WKH�XVH�RI�',3V�KDV�RIWHQ

VWHPPHG� IURP�D� GHVLUH� WR� LPSURYH� WKH� GHVLJQ� DQG� LPSOHPHQWDWLRQ� RI� HQYLURQPHQWDO� SROLFLHV� GXH� WR� SDVW

IDLOXUHV� DQG� D� ODFN� RI� UHVRXUFHV�� ¶'HYHORSPHQW·� LV� UHSOHWH� ZLWK� H[DPSOHV� ZKHUH� FHQWUDOO\� GHVLJQHG� DQG

LPSOHPHQWHG�SROLFLHV�KDYH�IDLOHG�WR�PDWFK�WKH�QHHGV�DQG�SULRULWLHV�RI�WKH�¶LQWHQGHG�EHQHILFLDULHV·�EHFDXVH�RI

WKH� ODFN� RI� LQYROYHPHQW� IURP� ORFDO� SHRSOH� �*DYHQWD� DQG� 5RELQVRQ� ������� ,Q� DGGLWLRQ�� WKH� GHEW� FULVLV�

�����������������������������������������������������

 ��� 7KH� 1LPE\� �¶QRW�LQ�P\�EDFN�\DUG·�� V\QGURPH� UHIHUV� WR� D� VLWXDWLRQ� LQ� ZKLFK� SHRSOH� UHFRJQLVH� WKH� QHHG� IRU� D
SDUWLFXODU� W\SH� RI� GHYHORSPHQW� �H�J�� ODQGILOOV�� SRZHU� SODQWV�� KD]DUGRXV� ZDVWH� IDFLOLWLHV�� EXW� REMHFW� WR� KDYLQJ� LW
ORFDWHG�DQ\ZKHUH�QHDU�WKHP��)LVFKHU������������
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VXEVHTXHQW�SURJUDPPHV�RI�VWUXFWXUDO�DGMXVWPHQW�DQG�JURZLQJ�PDUNHW�OLEHUDOLVDWLRQ�OHG�JRYHUQPHQWV�LQ�WKH

VRXWK�WR�FXW�VRFLDO�VSHQGLQJ�VXEVWDQWLDOO\��3XEOLF�SDUWLFLSDWLRQ�FDQ�EH�VHHQ�DV�DQ�HIIHFWLYH�DQG�HIILFLHQW�ZD\�WR

RSHUDWH�ZLWK�OLPLWHG�UHVRXUFHV��7KLV�FDQ�OHDG�WR�LQFUHDVHG�SDUWLFLSDWLRQ�LQ�SROLF\�LPSOHPHQWDWLRQ�EXW�FDQ�DOVR

HQFRXUDJH� SDUWLFLSDWRU\� SROLF\�PDNLQJ�� )RU� H[DPSOH�� WKH� UHIRUPXODWLRQ� RI� JRYHUQPHQWV·� UROH� DV� FHQWUDO

VHUYLFH�SURYLGHUV�SURGXFHG�D�¶QHZ�JHQHUDWLRQ·�RI�VWDWH�HQYLURQPHQW�DJHQFLHV�LQ�FRXQWULHV�RI�WKH�VRXWK��7KHVH

KDG�SODQQLQJ�DQG�FR�RUGLQDWLRQ�FDSDFLWLHV�EXW�ZHUH�QRW�QHFHVVDULO\�UHVSRQVLEOH�IRU�LPSOHPHQWDWLRQ��=D]XHWD

������� DUJXHV� WKDW� D� ODFN� RI� UHVRXUFHV� IRUFHG� VRPH� RI� WKHVH� ERGLHV� WR� YLHZ� FRQVHQVXV� DQG� SDUWLFLSDWRU\

SURFHVVHV�DV�LPSRUWDQW�WRROV�IRU�SROLF\�IRUPXODWLRQ�

 7KH�UHOLDQFH�RI�JRYHUQPHQW�DJHQFLHV�DQG�FLYLO�VRFLHW\�RUJDQLVDWLRQV�LQ�WKH�VRXWK�RQ�H[WHUQDO�IXQGLQJ�IRU

WKHLU� DFWLYLWLHV� PDNHV� WKH� UROH� RI� WKH� PXOWLODWHUDO�� ELODWHUDO� DJHQFLHV� DQG� LQWHUQDWLRQDO� 1*2V� SDUWLFXODUO\

LQIOXHQWLDO��$V� WKH�GRQRU�FRPPXQLW\�KDV� LQWHUQDWLRQDOO\� DFFHSWHG� WKH� FRQFHSW�RI� ¶SDUWLFLSDWLRQ·� GXULQJ� WKH

ODVW�GHFDGH��ILVFDOO\�OHDQ�QDWLRQDO�DJHQFLHV�KDYH�IUHTXHQWO\�KDG�WR�REWDLQ�UHVRXUFHV�IURP�LQWHUQDWLRQDO�VRXUFHV

WKDW�SUHVHQW�WKH�XVH�RI�SDUWLFLSDWRU\�SURFHVVHV�DV�D�FRQGLWLRQ�RI�IXQGLQJ��7KH�FXUUHQW�FRQFHUQV�RI�GRQRUV�IRU

JRRG�JRYHUQDQFH�DQG�WKH�VWUHQJWKHQLQJ�RI�FLYLO�VRFLHW\�KDYH�DOVR�EHHQ�DQ�LPSRUWDQW�IDFWRU�LQFUHDVLQJ�LQWHUHVW

LQ�SDUWLFLSDWRU\�SROLF\�PDNLQJ��*DYHQWD�DQG�5RELQVRQ�������

 

 �����&RPSOH[LW\�DQG�XQFHUWDLQW\

 ,Q�FRXQWULHV�RI�WKH�QRUWK�DQG�VRXWK��',3V�KDYH�EHHQ�SURPRWHG�EHFDXVH�RI�WKHLU�SRWHQWLDO�DELOLW\�WR�GHDO�ZLWK

FRPSOH[�DQG�FRQWHVWHG�HQYLURQPHQWDO�SUREOHPV��ZKLFK�IUHTXHQWO\�FURVV�JHRJUDSKLFDO�DQG�VHFWRUDO�ERUGHUV�

7KH\�KDYH�DOVR�EHHQ�VHHQ�WR�GHDO�ZLWK�WKH�PDQ\�HQYLURQPHQWDO�LVVXHV�ZKLFK�IDFH�D�KLJK�OHYHO�RI�XQFHUWDLQW\�

8QFHUWDLQW\� FDQ� EH� LGHQWLILHG� DV� DQ� LPSRUWDQW� GLIIHUHQFH� EHWZHHQ� HQYLURQPHQWDO� DQG� RWKHU� SROLF\� LVVXHV�

$OWKRXJK�DOO�SROLF\�PDNLQJ�LQYROYHV�GHFLVLRQV�ZLWKRXW�EHLQJ�DEOH�WR�SUHGLFW�WKH�HIIHFWV�RI�GLIIHUHQW�PHDVXUHV�

XQFHUWDLQWLHV�LQ�WKH�DUHD�RI�WKH�HQYLURQPHQW�DUH�PXFK�PRUH�IXQGDPHQWDO��(QYLURQPHQWDO�HIIHFWV�DUH�XVXDOO\

FRPSOH[��ORQJ�WHUP�DQG�XQFHUWDLQ��%LRSK\VLFDO�SURFHVVHV��VXFK�DV�FOLPDWH�FKDQJH�RU�GHVHUWLILFDWLRQ��DUH�RIWHQ

FKDUDFWHULVHG� E\� QRQ�HTXLOLEULXP� G\QDPLFV� DQG� KLJK� OHYHOV� RI� LQVWDELOLW\��+RZHYHU�� ZKHUH� FRQGLWLRQV� DQG

RXWFRPHV�DUH�¶XQFHUWDLQ·��ZKHUH�ZH�GRQ·W�NQRZ�WKH�SUREDELOLWLHV�RI�SRVVLEOH�RXWFRPHV��RU�ZKHUH�¶LJQRUDQFH·

LV�SUHYDOHQW��ZKHUH�ZH�GRQ·W�NQRZ�ZKDW�ZH�GRQ·W�NQRZ���WKH�WUDGLWLRQDO�DSSURDFKHV�RI�ULVN�PDQDJHPHQW�DQG

FRVW�EHQHILW�DQDO\VLV�EHFRPH�SUREOHPDWLF��7KHVH�DSSURDFKHV�DUH�EDVHG�RQ�TXDQWLILHG�DQG�YHULILDEOH�¶IDFWV·�DQG

DUH�XQDEOH�WR�SURGXFH�DSSURSULDWH�RU�VXIILFLHQW�LQIRUPDWLRQ�IRU�SUHGLFWLRQ��PDQDJHPHQW�DQG�FRQWURO��:\QQH

������� 0DQ\� REVHUYHUV� DQG� DQDO\VWV� FRQFOXGH� WKDW� PHWKRGV� RI� HOLFLWLQJ� FLWL]HQV·� YDOXHV� DQG� HVWDEOLVKLQJ

IRUXPV�IRU�WKHLU�GHEDWH�DQG�DUELWUDWLRQ�DUH�HVVHQWLDO� WR�EULGJH� WKLV�JDS� �.DVV��������8QFHUWDLQW\� LV�VHHQ� WR

UHPRYH�WKH� MXVWLILFDWLRQ�IRU� ¶H[SHUW·�UDWLRQDOLW\�WR�GHFLGH�RQ�HQYLURQPHQWDO�SUREOHPV�DORQH��3HUFHSWLRQV�RI

ERWK� WKH� SUREOHP� DQG� WKH� VROXWLRQ� DUH� YDOXH� ODGHQ� DQG� GLIIHU� JUHDWO\� DPRQJ� GLIIHUHQW� VHFWLRQV� RI� WKH

SRSXODWLRQ��7KH�WUDGLWLRQDO�¶H[SHUW�LQVWLWXWLRQV·�DUH�VHHQ�DV�QR�EHWWHU�HTXLSSHG�RU�PDQGDWHG�WR�GHFLGH�XSRQ

SURIRXQG�JHQHUDO�TXHVWLRQV�RI�YDOXHV�DQG�LQWHUHVWV�WKDQ�DQ\�RWKHU�DVVHPEODJHV�RI�FLWL]HQV��6WLUOLQJ�DQG�0D\HU

�������&RQGLWLRQV�ZKHUH�WKHUH� LV�XQFHUWDLQW\�DQG� LJQRUDQFH�FDQ� WKHUHIRUH�SURPRWH� WKH�YDOXH�RI�JHQHUDWLQJ

QHZ� NQRZOHGJH� WR� LQIRUP� SROLF\� WKURXJK� WKH� LQWHUDFWLRQ� RI� GLYHUVH� VWDNHKROGHUV�� ',3V� DUH� DOVR� VHHQ� WR

RYHUFRPH� WKH� FRPSOH[LW\� RI� HQYLURQPHQWDO� SURFHVVHV�ZKHQ� WKH� VHDUFK� IRU� JHQHUDO� ODZV� LQ� HQYLURQPHQWDO



��

VFLHQFH�LV�FRQIURQWHG�E\�GLYHUVH�VSDWLDOO\�VSHFLILF�SK\VLFDO�DQG�VRFLDO�FRQGLWLRQV��,W�KDV�EHHQ�DUJXHG�WKDW�WR

SUHYHQW�XQVDWLVIDFWRU\�SROLFLHV�HPHUJLQJ�IURP�VXFK�HQYLURQPHQWDO�JHQHUDOLVDWLRQV�LW�LV�QHFHVVDU\�WR�GHYHORS�

 
 ¶QHZ��LQFOXVLYH�DQG�SDUWLFLSDWRU\�DSSURDFKHV�IRU�OLQNLQJ�HQYLURQPHQWDO�NQRZOHGJH�DQG�SROLF\�SURFHVVHV

ZKLFK�PRUH�DGHTXDWHO\�UHVSRQG�WR�ORFDO�UHDOLWLHV·��,'6�����D�����

 
 ,Q� WKH� SUHVHQFH� RI� SURIRXQG� XQFHUWDLQWLHV� DQG� ¶LJQRUDQFH·� VXFK� DSSURDFKHV� ZLOO� DOVR� UHPDLQ� LPSHUIHFW�

+RZHYHU�� WKH� LQFOXVLRQ� RI� ORFDO� UHVLGHQWV�� OD\� FLWL]HQV� DQG� GLYHUJHQW� LQWHUHVW� JURXSV� KDV� EHHQ� LQFUHDVLQJO\

UHFRJQLVHG�WR�FRQIHU�JUHDWHU�DQDO\WLFDO�EUHDGWK�DQG�UREXVWQHVV�DV�ZHOO�DV�HQKDQFHG�OHJLWLPDF\�

 

 ����7UXVW

 $� UHODWHG� EXW� GLVWLQFWLYH� HOHPHQW� LV� WKH� JURZLQJ� SXEOLF� PLVWUXVW�� F\QLFLVP� DQG� D� SHUFHSWLRQ� RI� GHFOLQLQJ

OHJLWLPDF\� UHJDUGLQJ� SROLWLFLDQV�� VWDWH� LQVWLWXWLRQV� DQG� VFLHQWLILF� H[SHUWLVH� �.DVV� ������/RZQGHV� HW� DO�� �����

5LSSH� DQG� 6FKDEHU� ������� ,Q� GHYHORSLQJ� FRXQWULHV� WKHUH� LV� RIWHQ� D� GHHS� SXEOLF� GLVWUXVW� LQ� WKH�ZLOOLQJQHVV

DQG�RU�DELOLW\�RI�WKH�VWDWH�WR�DFKLHYH�SRVLWLYH�LPSURYHPHQWV�WR�WKH�HQYLURQPHQW�DQG�WKH�TXDOLW\�RI�OLIH��7KLV

LV� ODUJHO\�EHFDXVH�WKHUH�KDYH�EHHQ�\HDUV�RI� LQDGHTXDWH�SXEOLF�VHUYLFH�SURYLVLRQ�� LQDSSURSULDWH�GHYHORSPHQW

SURJUDPPHV��FRUUXSWLRQ�DQG�SRYHUW\��6RPH�JRYHUQPHQWV�KDYH��DV�D�UHVXOW��DWWHPSWHG�WR�RYHUFRPH�WKLV�ORZ

SXEOLF�FRQILGHQFH��DQG�HQKDQFH�WKH�HIIHFWLYHQHVV�DQG�OHJLWLPDF\�RI�HQYLURQPHQWDO�SROLFLHV��E\�LQFRUSRUDWLQJ

SXEOLF�SDUWLFLSDWLRQ�LQWR�SROLF\�IRUPDWLRQ�DQG�LPSOHPHQWDWLRQ��6FKURHGHU�������

 ,Q�QRUWKHUQ�FRXQWULHV��*LGGHQV��������DUJXHV�WKDW�SXEOLF�WUXVW�LQ�WKH�VWDWH�KDV�EHHQ�HURGHG�E\�WKH�ODFN

RI�VWDWH�SRZHU�RYHU�JOREDO�HYHQWV�DQG�SURFHVVHV�WKDW�RIWHQ�KDYH�HQYLURQPHQWDO�LPSOLFDWLRQV��+RZHYHU��WKLV

ODFN� RI� WUXVW� LV� DOVR� DVVRFLDWHG� ZLWK� WKH� JURZLQJ� OLQN� EHWZHHQ� WKH� VWDWH� DQG� VFLHQWLILF� H[SHUWLVH� LQ

HQYLURQPHQWDO� SROLF\�PDNLQJ�� DQG� WKH� SXEOLF� XQGHUVWDQGLQJ� RI� VFLHQFH�� 6FLHQFH� KDV� EHFRPH� LQFUHDVLQJO\

GUDZQ� LQWR� SROLF\�PDNLQJ� E\� H[SHUWV� PDNLQJ� GHFLVLRQV� DERXW� HQYLURQPHQWDO� UHDOLWLHV� WR� SURYLGH� SROLF\�

PDNHUV�ZLWK�SROLF\�RSWLRQV��+RZHYHU��QRW�RQO\�KDV�WKH�LQYROYHPHQW�RI�VFLHQWLILF�H[SHUWLVH�WHQGHG�WR�UHPRYH

GHFLVLRQV�IURP�GHPRFUDWLF�SROLWLFV�DQG�FUHDWH�D�IRUP�RI�¶VXESROLWLFV·��%HFN�������EXW��DV�KLJKOLJKWHG�E\�WKH

FRQWURYHUVLHV� LQ� WKH�8.�RYHU�*02V� DQG�%6(�� SXEOLF� FRQILGHQFH� LQ� VXFK� H[SHUWLVH� KDV� GHFOLQHG� �*(&3

������

 ,UZLQ� ������� DUJXHV� WKDW� SHRSOH� LQ� LQGXVWULDOLVHG� DQG� SRVW�LQGXVWULDOLVHG� FRXQWULHV� QR� ORQJHU� WUXVW

VFLHQFH�EHFDXVH�VFLHQFH�QR�ORQJHU�UHSUHVHQWV�FHUWDLQ�NQRZOHGJH��3HRSOH�DUH�FRQIURQWHG�ZLWK�D�ZLGH�UDQJH�RI

YLHZV� IURP� H[SHUWV� DQG� FRXQWHU� H[SHUWV� LQ� VHULRXV� VFLHQWLILF� FRQWURYHUVLHV� �+DMHU� ������� 7KLV� GLUHFWO\

FRQWUDGLFWV� WKH� SRVLWLYLVW� YLHZ� RI� NQRZOHGJH� ZKHUH� DQ\� JURXS� RI� H[SHUWV� VKRXOG� DUULYH� DW� WKH� VDPH

FRQFOXVLRQV��$OVR�� WKH�XQGHUVWDQGLQJ� WKDW� VFLHQWLILF�NQRZOHGJH� LV� VRFLDOO\� FRQVWUXFWHG�PHDQV� WKDW� VFLHQWLILF

SURQRXQFHPHQWV� LQ� SROLF\� VWDWHPHQWV� PD\� UHVXOW� IURP� QR� PRUH� WKDQ� WKH� HIIHFWLYH� XVH� RI� NQRZOHGJH

QHWZRUNV� �.HHOH\� DQG� 6FRRQHV� ������� $V� VFLHQWLILF� NQRZOHGJH� LQIRUPLQJ� SROLF\� LV� VHHQ� DV� LQFUHDVLQJO\

SROLWLFLVHG�LW�EHFRPHV�PRUH�RSHQ�WR�FULWLFLVP��(GHQ�������

 ,Q�DGGLWLRQ�� VFLHQFH� LV� LQFUHDVLQJO\�TXHVWLRQHG�EHFDXVH�RI� WKH�SHUFHLYHG�HPHUJHQFH�RI� D� ¶ULVN� VRFLHW\·�

7KLV�UHFRJQLVHV�WKDW�VFLHQFH�GRHV�QRW�MXVW�SURGXFH�EHQLJQ�EHQHILWV�EXW�WKDW�SURFHVVHV�RI�VFLHQWLILF�GLVFRYHU\
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DQG�WHFKQRORJLFDO�FKDQJH�FDQ�KDYH�VLGH�HIIHFWV� WKDW� OHDG� WR�QHJDWLYH�SK\VLFDO� DQG�HFRORJLFDO� LPSDFWV� �%HFN

�������&LWL]HQV�FRQVHTXHQWO\� IHHO� WKHPVHOYHV� ¶DW� ULVN·� IURP� VRFLDO� DQG� WHFKQRORJLFDO� GHYHORSPHQWV� �6HOPDQ

DQG� 3DUNHU� ������ DQG� VFHSWLFDO� RI� VFLHQWLILF� VROXWLRQV� ZKHQ� ¶H[SHUWV·� KDYH� FRQWULEXWHG� WR� FUHDWLQJ� DQ

HQYLURQPHQWDO� FULVLV� LQ� WKH� ILUVW� SODFH� �7HZGZU�-RQHV� DQG�7KRPDV��������*LYHQ�SDVW� H[SHULHQFHV� DQG� WKH

H[WHQVLYH�LQIOXHQFH�RI�LQGXVWU\�DQG�VFLHQWLILF�H[SHUWV��LW�VHHPV�ERWK�UHDVRQDEOH�DQG�UDWLRQDO�WR�PDQ\�SHRSOH

WR�KDUERXU�GRXEWV�DERXW� IRUPDO�VFLHQFH�DQG� WKH�DELOLW\�RI�SXEOLF�SROLF\� WR�VDIHJXDUG� WKH� LQWHUHVWV�RI�PRVW

FLWL]HQV��*(&3�������.DVV�������5LSSH�DQG�6FKDEHU�������

 ,Q�ERWK�WKH�QRUWK�DQG�WKH�VRXWK��VROXWLRQV�WR�RYHUFRPH�ORZ�SXEOLF�FRQILGHQFH� LQ��DQG� OLPLWDWLRQV�RI�

VWDWH�LQVWLWXWLRQV�DQG�VFLHQWLILF�H[SHUWLVH�KDYH�RIWHQ�HPSKDVLVHG�D�PRUH�GHOLEHUDWLYH�DQG�LQFOXVLRQDU\�IRUP�RI

SROLF\�PDNLQJ��7KLV�GRHV�QRW�GHQ\�WKH�YDOXH�RI�IRUPDO�VFLHQFH�EXW�HPSKDVLVHV�WKH�LPSRUWDQFH�RI�DOWHUQDWLYH

SHUVSHFWLYHV� DV� DOWHUQDWLYH� ZD\V� RI� IUDPLQJ� LVVXHV�� 7KHUH� KDV�� WKHUHIRUH�� EHHQ� D� PRYH� DZD\� IURP� VLPSO\

H[SODLQLQJ�LVVXHV�WR�ZKDW�DUH�VHHQ�DV�DQ�HVVHQWLDOO\�LJQRUDQW�RU�DW�OHDVW�GLVLQWHUHVWHG�SXEOLFV��7KH�FKDOOHQJH�LV

LQFUHDVLQJO\�WKDW�RI�EULQJLQJ�FRPSHWLQJ�H[SHUWLVHV�WRJHWKHU�LQ�D�FRQVWUXFWLYH�ZD\��$GYRFDWHV�DUJXH�WKDW�',3V

HQDEOH�PXOWLSOH�SHUVSHFWLYHV� LQWR�GHEDWHV� WKHUHE\� JHQHUDWLQJ� EHWWHU� XQGHUVWDQGLQJV� RI� WKH� XQFHUWDLQWLHV� RI

VFLHQFH�SROLF\�TXHVWLRQV�DQG�WKDW�WKH�XVH�RI�',3V�ZLOO�EXLOG�SXEOLF�WUXVW�LQ�VFLHQFH�DQG�WKH�VWDWH�E\�LQVSLULQJ

FRQILGHQFH�DQG�SHUFHSWLRQV�RI�OHJLWLPDF\�LQ�WKH�SROLF\�PDNLQJ�SURFHVV��5RVVL�������

 

 ����6RFLDO� MXVWLFH�DQG�HPSRZHUPHQW

 ',3V� FDQ� SURYLGH� JUHDWHU� IDLUQHVV�� HTXDOLW\� DQG� VRFLDO� MXVWLFH� LQ� HQYLURQPHQWDO� SROLF\�PDNLQJ�� 7KHLU

LQFOXVLRQDU\�QDWXUH�DQG�GHOLEHUDWLYH�SURFHGXUH�KDV�EHHQ�VHHQ�WR�SURYLGH�D�VSDFH�IRU�WKRVH�ZLWK�QR�RU�D�ZHDN

YRLFH�WR�LQIOXHQFH�HQYLURQPHQWDO�SROLF\�DQG�WR�IXOILO�WKH�¶ULJKW·�RI�WKH�SXEOLF�WR�SDUWLFLSDWH�LQ�GHFLVLRQV�DERXW

WKH�HQYLURQPHQW��)LVFKHU��������=D]XHWD��������DUJXHV�WKDW��HYHQ�WKRXJK�PDUJLQDO�SRSXODWLRQV�RIWHQ�EHQHILW

WKH� OHDVW� IURP� HFRQRPLF� JURZWK�� WKH\� IUHTXHQWO\� EHDU� D� GLVSURSRUWLRQDWHO\� KLJK� VKDUH� RI� WKH� FRVWV� RI

HQYLURQPHQWDO� GHJUDGDWLRQ� DQG� WKHUHIRUH� VKRXOG� EH� HQWLWOHG� WR� SDUWLFLSDWH� LQ� SROLFLHV� UHODWLQJ� WR� WKH

HQYLURQPHQW��0F/DLQ� DQG� -RQHV� ������� VXJJHVW� WKDW� VXFK�SDUWLFLSDWRU\� MXVWLFH� VKRXOG�SDUWLFXODUO\� DSSO\� WR

SHRSOH·V� ORFDO�HQYLURQPHQW��7KH\�DUJXH� WKDW� WUDGLWLRQDO� FXVWRPV�DQG�FXOWXUHV� VKRXOG� WDNH�SUHFHGHQFH�RYHU

QHZ� UHVRXUFH�XVH� FRQILJXUDWLRQV� DQG� WKDW� ORFDO� SHRSOH�RIWHQ�KDYH� D� VWURQJ�GHGLFDWLRQ� WR� WKH�ZHOOEHLQJ� RI

WKHLU�ORFDO�HFRORJ\��DQ�LQWLPDWH�NQRZOHGJH�RI�LWV�VRFLR�HFRORJLFDO�SDUWLFXODULWLHV�DQG�WKH\�ZLOO�KDYH�WR�OLYH�ZLWK

WKH�QHJDWLYH�HFRQRPLF�DQG�VRFLDO� FRQVHTXHQFHV�RI� HQYLURQPHQWDO�SROLF\�GHFLVLRQV��$V�+D\QHV� �����������

VXJJHVWV��ZKLOH�LW�PD\�EH�VLPSOLVWLF�WR�FODLP�WKDW�PDUJLQDOLVHG�DQG�¶ORFDO·�SHRSOH�DOZD\V�ZDQW�WR�SURWHFW�WKHLU

HQYLURQPHQW��WKH�LVVXH�LV�VHHQ�WR�EH�¶ZKR�KDV�WKH�´ULJKWµ�WR�GHVWUR\�WKH�QDWXUDO�HQYLURQPHQW��ORFDO�SHRSOH�RU

RXWVLGH� LQWHUHVWV"·�� )RU� DGYRFDWHV� RI� ',36�� MXVWLFH�� ULJKWV� DQG� DFFRXQWDELOLW\� DUH� WKHUHIRUH� VHHQ� WR� EH

SURPRWHG�ZKHQ�WKH�IRUPXODWLRQ�RI�SROLFLHV�ZLWK�HQYLURQPHQWDO�HIIHFWV�LQYROYHV�LQFOXVLYH�GHOLEHUDWLRQ�

 ,Q� QRUWKHUQ� FRXQWULHV�� D� FRQFHUQ� ZLWK� HQYLURQPHQWDO� MXVWLFH� KDV� HQWHUHG� SROLF\�PDNLQJ� WKURXJK� WKH

DFWLYLWLHV�RI�JUHHQ�UDGLFDO�SROLWLFV��WKH�SHUFHLYHG�OLQNV�EHWZHHQ�VRFLDO�MXVWLFH�DQG�VXVWDLQDELOLW\�DQG�DWWHPSWV�WR

OHJLWLPLVH�HQYLURQPHQWDO�SROLFLHV��'REVRQ��������,Q�WKH�VRXWK��LVVXHV�RI�HQYLURQPHQWDO�MXVWLFH�KDYH�EHHQ�OHVV

KLJK� RQ� WKH� SROLWLFDO� DJHQGD� EXW� WKHUH� KDV� EHHQ� D� JURZLQJ� HPSKDVLV� ZLWKLQ� GHYHORSPHQW� OLWHUDWXUH� DQG

SUDFWLFH�RQ�ULJKWV�EDVHG�DSSURDFKHV�DQG�VRFLDO�H[FOXVLRQ��'H�+DDQ�������2',�������
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 3DUWLFLSDWLRQ� LQ� HQYLURQPHQWDO� SROLF\�PDNLQJ� LV� DOVR� YDOXHG� DV� DQ� HQG� LQ� LWVHOI� WKURXJK� LWV� DELOLW\� WR

HPSRZHU�SDUWLFLSDQWV� WKURXJK�ZKDW� WKH\� OHDUQ�GXULQJ�GHOLEHUDWLRQV��*UHDWHU� HQYLURQPHQWDO� DZDUHQHVV� DQG

WKH�GHYHORSPHQW�RI� WUDQVIHUDEOH� VNLOOV� DUH� SRWHQWLDO� RXWFRPHV�� ,Q� DGGLWLRQ�� WKH� WUDQVIRUPDWLRQ� RI� FLWL]HQV·

YDOXHV�DQG�SUHIHUHQFHV�GXULQJ�',3V�KDV�EHHQ�GHPRQVWUDWHG����3DUWLFLSDWLRQ�LV��WKHUHIRUH��QRW�RQO\�SURPRWHG

IRU� LQVWUXPHQWDO�EHQHILWV��EXW� LW� LV� DOVR� FHOHEUDWHG� DV� D�ZD\�RI� LQFXOFDWLQJ� FKDUDFWHULVWLFV� VXFK� DV� HPSDWK\�

YLUWXH�DQG�IHHOLQJV�RI� FRPPXQLW\� �5RVVL��������$FURVV� WKH�ZRUOG�� WKHUH�KDYH�EHHQ� ORQJVWDQGLQJ� WUDGLWLRQV

ZKHUH�GLUHFW�FLWL]HQ�HPSRZHUPHQW�LV�VHHQ�DV�WKH�FHQWUDO�REMHFWLYH�RI�OHJLWLPDWH�VRFLDO�DFWLRQ��+RZHYHU��LVVXHV

RI� ¶HPSRZHUPHQW·� GR� QRW� MXVW� DSSO\� WR� FLWL]HQ� SDUWLFLSDQWV�� 0DQ\� KDYH� DUJXHG� WKDW� ',3V� SURYLGH� DQ

LPSRUWDQW�OHDUQLQJ�H[SHULHQFH�IRU�WKH�SDUWLFLSDWLQJ�SROLF\�PDNHUV��FKDOOHQJLQJ�WKHLU�DWWLWXGHV�DQG�EHKDYLRXU

WKURXJK�WKHLU�LQWHUDFWLRQ�ZLWK�QRQ�HOLWH�SHRSOH��,'6�������

 7KLV�VHFWLRQ�KDV�H[DPLQHG�D�VHULHV�RI� WKHPHV�EHKLQG� WKH�JURZLQJ� LQWHUHVW� LQ�',3V�IRU�HQYLURQPHQWDO

SROLF\�PDNLQJ�� ,W� KDV� VKRZQ� WKDW�� DOWKRXJK� WKHUH�PD\� KDYH� EHHQ� GLIIHUHQW� HPSKDVHV�� VLPLODU� WKHPHV� KDYH

EHHQ�UHVSRQVLEOH�IRU�WKH�HPHUJHQFH�RI�',3V�LQ�WKH�QRUWK�DQG�WKH�VRXWK��2I�FRXUVH��VRPH�RI�WKHVH�WKHPHV

UHSUHVHQW� EURDG� WUHQGV� WKDW�PD\� DSSO\� WR� D� YDULHW\� RI� VHFWRUV� DQG� SROLF\� LVVXHV��+RZHYHU�� RWKHU� WKHPHV�

HVSHFLDOO\� WKRVH� UHODWLQJ� WR� FRPSOH[LW\�� XQFHUWDLQW\� DQG� WUXVW�� SRUWUD\� HOHPHQWV� SDUWLFXODUO\� UHOHYDQW� WR

HQYLURQPHQWDO�SROLF\��6R�IDU�� WKLV�SDSHU�KDV�H[DPLQHG�WKH�FKDUDFWHULVWLFV�RI�',3V� LQ�HQYLURQPHQWDO�SROLF\�

PDNLQJ�DQG�KRZ�WKH\�KDYH�HPHUJHG��7KH�IROORZLQJ�VHFWLRQ�ZLOO� IRFXV�RQ�KRZ�',3V�DFWXDOO\� IXQFWLRQ�DQG

ZKDW�UROH�WKH\�KDYH�LQ�WKH�SROLF\�SURFHVV�

 

 ���3$57,&,3$725<�(19,5210(17$/�32/,&<�352&(66(6�²�(;$0,1,1*

7+(�(;3(5,(1&(

 7KLV�VHFWLRQ�GHVFULEHV�DQG�FULWLFDOO\�H[DPLQHV�SDUWLFLSDWRU\�SROLF\�SURFHVVHV�WKDW�KDYH�UHFHQWO\�EHHQ�XVHG�LQ

HQYLURQPHQWDO�SROLF\�PDNLQJ�LQ�FRXQWULHV�RI�WKH�QRUWK�DQG�WKH�VRXWK��$�UHYLHZ�RI�WKH�UHOHYDQW�OLWHUDWXUH�ZDV

FRQGXFWHG�WR�SURGXFH�WKH�FDVH�PDWHULDO����)RU�HDFK�FDVH�DWWHQWLRQ�IRFXVHG�RQ�WKH�REMHFWLYHV��SXUSRVH��UDQJH

RI�SDUWLFLSDQWV��VHOHFWLRQ��PHWKRGV��VFDOH��VXEMHFW��LQLWLDWLRQ��WUDQVSDUHQF\�DQG�SROLF\�OLQNDJHV�RI�',3V��7DEOH

�� SUHVHQWV� WKUHH� RI� WKHVH� HOHPHQWV� WR� SURYLGH� D� EULHI� LQWURGXFWLRQ� WR� WKH� FDVHV� WKDW� ZLOO� EH� FLWHG� LQ� WKH

IROORZLQJ�GLVFXVVLRQ�

 7KH�QDWXUH�RI�WKH�FDVH�PDWHULDO�LQ�7DEOH���QHHGV�WR�EH�FODULILHG��)LUVW��D�UHODWLYHO\�VPDOO�QXPEHU�RI�FDVHV

ZHUH�IRXQG��:KLOH�WKLV�LQ�SDUW�UHIOHFWV�WKH�HPHUJHQW�QDWXUH�RI�WKHVH�SURFHVVHV�DQG�WKH�OLPLWV�RI�WKH�OLWHUDWXUH

VHDUFK��LW�LV�DOVR�EHFDXVH�RI�WKH�UHODWLYH�GHDUWK�RI�UHFHQW�HPSLULFDO�UHVHDUFK�SXEOLVKHG�RQ�SDUWLFLSDWRU\�SROLF\�

PDNLQJ����6HFRQG��7DEOH���GRHV�QRW�LQWHQG�WR�GHVFULEH�DOO�',3V�WKDW�KDYH�RFFXUUHG�LQ�HQYLURQPHQWDO�SROLF\�

PDNLQJ� EXW� WR� KLJKOLJKW� WKH� GLIIHUHQW� VW\OHV� DQG� IRUPV� XWLOLVHG�� :KHUH� D� QXPEHU� RI� ',3V� ZLWK� VLPLODU

FKDUDFWHULVWLFV�KDYH�EHHQ�LGHQWLILHG��H�J��/$���SURFHVVHV��RQO\�RQH�H[DPSOH�KDV�EHHQ�LQFOXGHG�LQ�WKH�WDEOH�

�����������������������������������������������������

 ��� )RU�H[DPSOH��%XWWRQ�DQG�0DWWVRQ���������3HOOHWLHU�HW�DO���������DQG�5HQQ�DQG�:HEOHU��������
 �� 7KH� OLWHUDWXUH� UHYLHZHG� IRU� WKLV� FXUUHQW� VWXG\� ZDV� SURGXFHG� IURP� D� VHDUFK� RI� ,QIRVHHN�� %,'6�� (/',6�� WKH

3DUWLFLSDWLRQ� 5HDGLQJ� 5RRP� DQG� WKH� %ULWLVK� /LEUDU\� RI� 'HYHORSPHQW� 6WXGLHV� DW� WKH� ,QVWLWXWH� RI� 'HYHORSPHQW
6WXGLHV�DQG�WKH�8QLYHUVLW\�RI�6XVVH[�/LEUDU\�



��

7KLUG��GHWDLOHG�UHSRUWV�RI�HDFK�FDVH�ZHUH�UDUHO\�REWDLQHG�DQG�WKH�FDVH�PDWHULDO�XVHG�ZDV�RIWHQ�GHVLJQHG� WR

SURPRWH� SDUWLFXODU� WHFKQLTXHV� UDWKHU� WKDQ� SURYLGH� D� FRQVLGHUHG� RU� FULWLFDO� DQDO\VLV�� 7KLV� FOHDUO\� OLPLWV� WKH

GHSWK� RI� WKH� GLVFXVVLRQ� SRVVLEOH�� )LQDOO\�� WKH� FDVH� PDWHULDO� LQ� 7DEOH� �� UDUHO\� ODEHOOHG� WKH� SDUWLFLSDWRU\

DSSURDFKHV� XVHG� DV� ¶GHOLEHUDWLYH� DQG� LQFOXVLRQDU\� SURFHVVHV·�� +RZHYHU�� WKH� FDVHV� RI� ',3V� FLWHG� UHIHU� WR

SUDFWLFHV�WKDW�KDYH�WKH�FKDUDFWHULVWLFV�RI�',3V�GHVFULEHG�LQ�6HFWLRQ���

 7KH� IXQFWLRQLQJ� RI� ',3V� DQG� WKH� QDWXUH� RI� LQFOXVLRQ� DQG� GHOLEHUDWLRQ� IRXQG� ZLWKLQ� WKHP� ZLOO� EH

H[DPLQHG�ILUVW� �6HFWLRQ�������7KH�GLVFXVVLRQ�ZLOO� WKHQ�PRYH�RQ�WR� WKH�EURDGHU�SROLF\�SURFHVV� DQG� WKH� UROH

WKHVH�',3V�FDQ�DQG�GR�SOD\� LQ�HQYLURQPHQWDO�SROLF\�PDNLQJ�DV� D�ZKROH� �6HFWLRQ�������7KH� VLPLODULWLHV� DQG

GLIIHUHQFHV� LQ� WKH� XVH� RI� WKHVH� SURFHVVHV� LQ� QRUWKHUQ� DQG� WKH� VRXWKHUQ� VHWWLQJV� ZLOO� EH� HPSKDVLVHG

WKURXJKRXW�

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������

 ��� 7KH� ODFN� RI� FDVH� PDWHULDO� SXEOLVKHG� RQ� WKLV� VXEMHFW� KDV� DOUHDG\� EHHQ� LGHQWLILHG� E\� &KHVV� DQG� 3XUFHOO� �������
*DYHQWD�DQG�5RELQVRQ���������,'6��������DQG�7DPDQJ��������



��

Table 1: Cases of dips in environmental policy-making

 &DVH�6WXG\  :KDW�REMHFWLYHV"  :KR�LV�LQFOXGHG"  7KH�SURFHGXUH�DQG�PHWKRGV�XVHG��6HH�$SSHQGL[�$�IRU�GHVFULSWLRQV
RI�PHWKRGV�

 ����,QQRYDWLYH
'HYHORSPHQW�IRU
$LU�TXDOLW\�LQ
6DQWLDJR��&KLOH
�GHO�9DOOH������

 Ã 7R� PDNH� D� KLJKO\� FRPSOH[� HQYLURQPHQWDO
SUREOHP�PDQDJHDEOH

 Ã 7R� RSHUDWLRQDOLVH� D� SODQ� WKDW� LV� OHJLWLPDWH� DQG
HIIHFWLYH

 Ã 7R� JHW� WKH� PXWXDO� FRPPLWPHQW� RI� WKH� FLWL]HQV
DQG�JRYHUQPHQW

 Ã 7R� SURGXFH� D� PHWURSROLWDQ� SODQ� DQG� HQDEOH
SDUWLFLSDWLYH� PDQDJHPHQW�� LPSOHPHQWDWLRQ� RI
WKLV�SODQ

 Ã 'LIIHUHQW� SDUWLFLSDQWV� DW
GLIIHUHQW�VWDJHV�EXW�LQ�WRWDO�

 Ã *RYHUQPHQW� RIILFHUV�� 1*2
PHPEHUV�� FRQVXOWDQWV�
XQLYHUVLW\� UHVHDUFKHUV� DQG
FLWL]HQV��>$ERXW�RQH�KDOI�RI�WKH
LQVWUXPHQWV� LQFOXGHG� LQ� WKH
SODQ� FDPH� IURP� WKH� FLWL]HQV
SURSRVDOV@

 Ã $FWLRQ�PDSSLQJ�DQG�LQLWLDO�SURSRVDO
 Ã 3DUWLFLSDWLYH�IRUPXODWLRQ�RI�SODQ
 Ã 7RZDUGV� SDUWLFLSDWLYH� PDQDJHPHQW�� LQFOXGLQJ� D� IROORZ� XS

FRQIHUHQFH
 
 0HWKRGV�IRFXVHG�RQ�UHSUHVHQWDWLYHV�DQG�FLWL]HQV�DWWHQGLQJ�D�YDULHW\�RI
ZRUNVKRSV�ZLWK�GLVFXVVLRQ�LQ�VPDOO�JURXSV�

 ����/DZ�RI�3RSXODU
3DUWLFLSDWLRQ�
%ROLYLD
 �%ODFNEXUQ�DQG�'H
7RPD�������,'6
�����

 Ã 7KH� IRUPXODWLRQ� RI� ��\HDU� PXQLFLSDO
GHYHORSPHQW� SODQV� DQG� WKH� LPSOHPHQWDWLRQ� RI
ORFDO�GHYHORSPHQW�SURMHFWV�

 Ã 5HSUHVHQWDWLYHV� PDLQO\� EXW
FLWL]HQV� LQ� LQIRUPDWLRQ
SURGXFWLRQ

 /DZ� HPSRZHULQJ� UHJLVWHUHG� &%2V� LQ� ERWK� UXUDO� DQG� XUEDQ
PXQLFLSDOLWLHV� WR� SDUWLFLSDWH� LQ� SODQV� DQG� LPSOHPHQWDWLRQ� RI
GHYHORSPHQW� SURMHFWV�� 0XQLFLSDO� SDUWLFLSDWRU\� SODQQLQJ� DSSOLHG� ZLWK
35$� UHODWHG� WRROV�� 3DUWLFLSDWLRQ� HQKDQFHG� E\� FUHDWLRQ� RI� YLJLODQFH
FRPPLWWHH�DV�D�ZDWFKGRJ�RI�PXQLFLSDO�FRXQFLOV�

 ����3DUWLFLSDWRU\
3RYHUW\
$VVHVVPHQWV
�33$V�
 HJ�8JDQGD·V
833$3��,'6������

 Ã 7R� FUHDWH� VSDFH� IRU� WKH� YRLFH� IRU� WKH� SRRU� LQ
SURYLGLQJ� D� GHHSHU� XQGHUVWDQGLQJ� RI� WKH
G\QDPLFV� RI� SRYHUW\�� FRSLQJ� PHFKDQLVPV� DQG
UHJLRQDO�FKDUDFWHULVWLFV�

 Ã 7R� LQWURGXFH� D� SDUWLFLSDWRU\� HOHPHQW� LQWR
FRQYHQWLRQDO� SRYHUW\� DQDO\VLV�� WR� FRPSOHPHQW�
LQIRUP�RU�YDOLGDWH�FRQFOXVLRQV�IURP�RWKHU�NLQGV
RI� GDWD� FROOHFWLRQ� DQG� LQIRUPDWLRQ� VRXUFHV�
'RFXPHQWDWLRQ� DQG� V\VWHPDWLVLQJ� ORFDO
NQRZOHGJH�DV�D�EDVLV�IRU�SROLF\�IRUPXODWLRQ

 Ã &RPPXQLW\� PHPEHUV�WKH
¶SRRU·�DQG�IDFLOLWDWRUV

 6FDOLQJ�XS�RI�SDUWLFLSDWRU\�DSSURDFKHV�²�XVXDOO\�35$�UHODWHG�WRROV�XVHG
LQ�D�VDPSOH�RI�FRPPXQLWLHV�

 ����/DQG�WHQXUH
SROLF\�FKDQJH�LQ
0DGDJDVFDU�DQG
*XLQHD
 �)UHXGHQEHUJHU
�����

 Ã 8VH� RI� 55$� WR� LQIRUP� SROLF\� GHFLVLRQV� DW� WKH
QDWLRQDO� OHYHO� UHJDUGLQJ�/DQG�7HQXUH�SROLF\�DQG
QDWLRQDO�UHVRXUFH�PDQDJHPHQW�OHJLVODWLRQ

 Ã 'LUHFW�SDUWLFLSDWLRQ�RI�FLWL]HQV
LQ�LQIRUPDWLRQ�SURGXFWLRQ

 1DWLRQDO� $FDGHPLFV�� GHYHORSPHQW� ZRUNHUV� DQG� *RYHUQPHQW� VWDII
LQYROYHG�LQ�FRQGXFWLQJ�FDVH�VWXG\�55$V��WUDLQHG�DQG�IDFLOLWDWHG�E\�/7&
:LVFRQVLQ� 8QLYHUVLW\�� LQ� GLIIHUHQW� UHJLRQV� DQG� SUHVHQWLQJ� ILQGLQJV� WR
PXOWLSOH� JRYHUQPHQW� DQG�1*2� VWDNHKROGHUV� DW� D� QXPEHU� RI� UHJLRQDO
ZRUNVKRSV��,Q�*XLQHD��WKRVH�LQ�WKH�55$�WHDPV�ZHUH�RQO\�*RYHUQPHQW
VWDII�



��

 

 &DVH�6WXG\  :KDW�REMHFWLYHV"  :KR�LV�LQFOXGHG"  7KH�SURFHGXUH�DQG�PHWKRGV�XVHG��6HH�$SSHQGL[�$�IRU�GHVFULSWLRQV
RI�PHWKRGV�

 ����:HWODQG
PDQDJHPHQW
SROLF\
GHYHORSPHQW�,Q
3DNLVWDQ�DQG�,QGLD
 �*XMMD�HW�DO�������

 Ã 7R� DVVHVV� FXUUHQW� LPSDFW� RI� SURWHFWHG� DUHD
SROLFLHV�RQ�ORFDO�FRPPXQLWLHV

 Ã 7R� UHYLVH� PDQDJHPHQW� SODQV� LQ� WKH� OLJKW� RI
LQWHUDFWLRQ�EHWZHHQ�ORFDO�SHRSOH�DQG�RXWVLGHUV

 Ã 7R�LQLWLDWH�GLDORJXH�RQ�SROLF\�UHIRUPV�QHHGHG

 Ã 'LUHFW�SDUWLFLSDWLRQ�RI�FLWL]HQV
LQ�LQIRUPDWLRQ�SURGXFWLRQ

 35$� WUDLQLQJ� IRU�� H[HUFLVHV� FRQGXFWHG� E\�� JRYHUQPHQW� DQG� :RUOG
:LOGOLIH�)XQG�VWDII��$SSUDLVDOV�FRPSOHWHG� LQ�YLOODJHV� LQ�1DWLRQDO�3DUNV
LQ�ERWK�,QGLD�DQG�3DNLVWDQ

 ����&HQWUDO
$PHULFDQ
&RPPLVVLRQ�RQ
(QYLURQPHQW�DQG
GHYHORSPHQW
�&&$'���=D]XHWD
�����

 Ã 7R� KHLJKWHQ� DZDUHQHVV� RI� UHJLRQ·V� PDMRU
HQYLURQPHQWDO�SUREOHPV

 Ã 7R�EXLOG�UHJLRQDO�FRQVHQVXV�DQG�LGHQWLI\�UHJLRQDO
SULRULW\� DFWLRQV� DQG� D� UHJLRQDO� (QYLURQPHQWDO
$FWLRQ�3ODQ

 Ã 7R�EXLOG� WKH� FDSDFLW\� DQG� LPDJH�RI�&&$'�DV� D
OHJLWLPDWH� FDWDO\VW� IRU� SROLF\� GLDORJXH� LQ� &HQWUDO
$PHULFD

 Ã 1DWLRQDO� JRYHUQPHQW
PLQLVWULHV� DQG� UHJLRQDO
DJHQFLHV�� QDWLRQDO� 1*2
UHSUHVHQWDWLYHV� H[WHUQDO
JRYHUQPHQWDO� DQG� QRQ�
JRYHUQPHQWDO�RUJDQLVDWLRQV�

 6HYHQ� QDWLRQDO� ZRUNVKRSV� ²� �� SHU� FRXQWU\� ²� WR� GLVFXVV� DQG� UDQN� NH\
LVVXHV�
 1DWLRQDO� ZRUNVKRSV� ZLWK� D� VWDQGDUG� ZRUNVKRS� PHWKRGRORJ\� SDUWO\
IDFLOLWDWHG�E\�1*2�UHSUHVHQWDWLYHV�

 ����1DWLRQDO
(QYLURQPHQWDO
)XQG�LQ�%ROLYLD
�)21$0$��²
�=D]XHWD������

 Ã &UHDWHG� LQ� ����� WR� DWWUDFW� DQG� DGPLQLVWHU� IXQGV
LQ�VXSSRUW�RI�LQYHVWPHQWV�DQG�SURMHFWV�WR�SURWHFW
%ROLYLD·V�HQYLURQPHQW�DQG�QDWXUDO�UHVRXUFHV�

 Ã 3DUWLFLSDWLRQ�RI�1*2�UHSV�LQ�GHFLVLRQ�PDNLQJ

 Ã 5HSUHVHQWDWLYHV�RI� D� OHDJXH�RI
HQYLURQPHQWDO� 1*2V� DQG
RWKHU� 1*2V� UHSUHVHQWHG� RQ
IXQGLQJ�DOORFDWLRQ�FRPPLWWHHV

 /,'(0$��D�SUHVWLJLRXV�OHDJXH�RI�%ROLYLDQ�HQYLURQPHQW�RUJDQLVDWLRQV��LV
RQH� RI� ILYH� YRWLQJ� PHPEHUV� RI� )21$0$·V� ERDUG� RI� GLUHFWRUV�� LWV
KLJKHVW�GHFLVLRQ�PDNLQJ�ERG\�
 /,'(0$� KDV� DFFHVV� WR� LQIRUPDWLRQ� DQG� WKH� DXWKRULW\� WR� PRQLWRU
)21$0$·V�DFWLYLWLHV�²�D�UROH�RI�LQGHSHQGHQW�ZDWFKGRJ�
 )XQGLQJ�DOORFDWLRQV�RQ�D�FRPPLWWHH�RI� ��²� �� IURP�JRYHUQPHQW� DQG��
IURP�¶LQGHSHQGHQW�VHFWRU·�LQFOXGLQJ�1*2V�DQG�UHVHDUFK�LQVWLWXWLRQV

 ����'HOHJDWHG
SODQQLQJ�
 352$)7�LQ
0H[LFR
 �=D]XHWD����������

 Ã 5HIRUPXODWLRQ� RI� 0H[LFR·V� 7URSLFDO� )RUHVW
$FWLRQ�3ODQ

 Ã 1HZ�1*2
 Ã ,Q�HDFK�ZRUNVKRS�����SHRSOH�²

LQFOXGLQJ� UHSUHVHQWDWLYHV� RI
1*2V�� &%2V�� SULYDWH� VHFWRU
DQG�JRYHUQPHQW�LQYROYHG�

 $� QHZ� 1*2� ��� SHRSOH� IURP� �� HVWDEOLVKHG� 1*2V� DQG� IURP� WKH
1DWLRQDO�XQLYHUVLW\��ZDV�HVWDEOLVKHG�WR�FDUU\�RXW�D�SDUWLFLSDWRU\�SURFHVV
WR�FRPELQH�SODQQLQJ�ZLWK�DFWLRQ�DQG�FRQVXOWDWLRQV�ZLWK�VWDNHKROGHUV����
1*2�DFDGHPLF� SHUVRQQHO� FRQWUDFWHG� WR� FRQGXFW� IRUHVW� VWXGLHV� ��
SURPRWLRQ� DQG� ILQDQFLQJ� RI� 7ULSDUWLWH� LQLWLDWLYHV� WR� LPSURYH� IRUHVW
PDQDJHPHQW� ZLWK� WKH� JRYHUQPHQW�� DQ� 1*2�XQLYHUVLW\� DQG� WKH
FRPPXQLW\� ��� �� ZRUNVKRSV� FRQGXFWHG� LQ� UHJLRQV� WR� GLVFXVV� IRUHVWU\
SROLF\



��

 

 &DVH�6WXG\  :KDW�REMHFWLYHV"  :KR�LV�LQFOXGHG"  7KH�SURFHGXUH�DQG�PHWKRGV�XVHG��6HH�$SSHQGL[�$�IRU�GHVFULSWLRQV
RI�PHWKRGV�

 ����7)$3�LQ
%ROLYDU��(FXDGRU
 �7KUXSS�HW�DO�
������=D]XHWD������

 Ã 3URGXFWLRQ� RI� D� SURYLQFLDO� 7URSLFDO� )RUHVW
$FWLRQ�3ODQ

 Ã &RPPXQLWLHV� SDUWLFLSDWHG� LQ
LQIRUPDWLRQ� SURGXFWLRQ� DQG
FRPPXQLW\� SODQQLQJ� DQG
FRPPXQLW\� UHSUHVHQWDWLYHV� LQ
DQDO\VLV� DQG� ZLGHU� SODQ
GHYHORSPHQW�

 3ODQHDPLHQWR�$QGLQR�&RPXQLWDULR� �3$&��²� WKH�$QGHDQ�DGDSWDWLRQ�RI
35$�� (PSKDVLVHV� RUDO� H[SUHVVLRQ�� FRQGHQVHV� HDFK� H[HUFLVH� LQWR� D
VKRUWHU� WLPH�� LQFRUSRUDWHV� PXVLFDO� LQWHUSUHWDWLRQ� DQG� VKRUW� VNLWV�� DQG
XVHV�YLOODJH�IHVWLYDOV�DV�WKH�PDLQ�IRUXP�IRU�VXFK�DFWLYLWLHV�
 ��� ,QYROYHG� VHQVLWLVDWLRQ�DQG� LQYLWDWLRQ� WR�SDUWLFLSDWH�� HVWDEOLVKPHQW�RI
YLOODJH� FRPPLWWHHV�� 3$&� WUDLQLQJ�� YLOODJH� FRPPLWWHH� FRQGXFWHG� ��GD\
ZRUNVKRS� IRU� SUREOHP� LGHQWLILFDWLRQ�� FRPPLWWHH� YLVXDOO\� UHSUHVHQWHG
DQG� SUHVHQWHG� DQG� UDQNLQJ� WRRN� SODFH�� ��� 0LFUR� UHJLRQDO� SODQQLQJ
ZRUNVKRS� ²� DJJUHJDWHG� SODQV� GHYHORSHG�� )HGHUDWLRQ� RIILFLDOV�
FRPPXQLW\� RIILFLDOV�� YLOODJH� FRPPLWWHHV� DQG� FROODERUDWLQJ� DJHQFLHV
SDUWLFLSDWHG��)HGHUDWLRQ�SODQV�GHYHORSHG�

 �����$JULFXOWXUDO
SROLF\�DQDO\VLV�LQ
1HSDO��*LOO������

 Ã (VWDEOLVKLQJ� WUHQGV� LQ� ORQJ�WHUP� IRRG� JUDLQ
SURGXFWLYLW\

 Ã &RPPXQLW\� PHPEHUV� WRRN
SDUW�LQ�WKH�VXUYH\

 35$�55$�FRPELQHG�ZLWK�TXHVWLRQQDLUH�VXUYH\

 �����*RYHUQPHQW
OLYHVWRFN
GHYHORSPHQW
SURJUDPPH�
0RQJROLD
�7DPDQJ������

 Ã $LP� WR� LPSURYH� OLYHVWRFN� SURGXFWLRQ�
PDQDJHPHQW� DQG� XVH�� ,QFOXGHG� D� UHYLHZ� RI
SDVWRUDO�LQVWLWXWLRQV��JUD]LQJ�ODQG�WHQXUH�DQG�ODQG
SROLF\

 Ã &RPPXQLW\� PHPEHUV� WRRN
SDUW�LQ�WKH�VXUYH\

 35$�55$

 �����&RQVHQVXV
3DUWLFLSDWLRQ�LQ
3URWHFWHG�$UHDV�LQ
=DPELD
 �:DUQHU������

 Ã 'HYHORSPHQW�RI�UHVRXUFH�PDQDJHPHQW�SODQV�IRU
*DPH� 0DQDJHPHQW� $UHDV� ²� DUHDV� FRYHUHG� E\
ZLOGOLIH�SURWHFWLRQ� OHJLVODWLRQ�EXW�ZKLFK� DUH� DOVR
KRPH�WR�ERQD�ILGH�ORFDO�UHVLGHQWV

 Ã &RPPXQLW\� SDUWLFLSDWLRQ� DQG
SDUWLFLSDWLRQ� RI� JRYHUQPHQW� �
1*2� VWDNHKROGHUV� ²
VHSDUDWHO\� DQG� WRJHWKHU� DW
GLIIHUHQW�VWDJHV

 6WDNHKROGHU� DQDO\VLV�� 6WDNHKROGHU� WDUJHWLQJ�� ([WHUQDO� VWDNHKROGHU
DVVHVVPHQW�� &RPPXQLW\� 3DUWLFLSDWRU\� DVVHVVPHQWV�� SDUWLFLSDWRU\
SUHSDUDWRU\�ZRUNVKRSV��3ROLF\�SODQQLQJ�IRUXP

 �����1DWLRQDO�/DQG
8VH�3ODQ��7KH
*DPELD
 �9HUKH\H������

 Ã 'HYHORSPHQW� RI� UHFRPPHQGDWLRQV� IRU� D
1DWLRQDO�/DQG�8VH�SODQ

 Ã &RPPXQLW\� SDUWLFLSDWLRQ� LQ
55$V�� )DFLOLWDWHG� E\� H[WHUQDO
FRQVXOWDQW�

 7HFKQLFDO�*,6�VWXG\� WR�HVWDEOLVK�SK\VLFDO�SRWHQWLDO�RI� ODQG� LQ�GLIIHUHQW
DJUR�FOLPDWLF� ]RQHV�� 7KHQ� H[DPLQH� SUHYLRXV� DQG� FRQGXFW� QHZ� 35$
�55$� FDVH� VWXGLHV� LQ� HDFK� ]RQH� WR� HVWDEOLVK� ZK\� SRWHQWLDO� QRW� EHLQJ
PHW��7R�SURYLGH� LQIRUPDWLRQ� IRU�JRYHUQPHQW� VR� WKDW� LW�ZLOO�EH�DEOH� WR
LPSOHPHQW�D�QDWLRQDO�ODQG�XVH�SROLF\�HIIHFWLYHO\

 �����=LPEDEZH
'LVWULFW
HQYLURQPHQWDO
DFWLRQ�SODQ
 �.HHOH\�DQG
6FRRQHV������

 Ã 7R�IDFLOLWDWH�ORFDO�VXVWDLQDEOH�GHYHORSPHQW
 Ã 6HW�RI�SULRULWLVHG�SODQV�DQG�SURMHFWV�ZLWK�OLQNV�WR

UHOHYDQW�OLQH�PLQLVWULHV�DQG�GLVWULFW�JRYHUQPHQW

 Ã 5HSUHVHQWDWLYHV� RI� OLQH
PLQLVWULHV��GLVWULFW�JRYHUQPHQW�
DQG� ORFDO� SRSXODWLRQV� HLWKHU
WKURXJK� UHSUHVHQWDWLYHV�� RU
GLUHFW� LQWHUDFWLRQ� WKURXJK
IDFLOLWDWLQJ�WHDPV

 1R�GHWDLOHG�VWXGLHV�DV�\HW��EXW�SDUWLFLSDWLRQ�PD\�ZHOO�EH�DQ�LQVWUXPHQWDO
JDWKHULQJ� RI� LQIRUPDWLRQ� ²� FRQYHUVDWLRQV� ZLWK� RIILFLDOV� VXJJHVWHG� WKDW
WKHUH�PD\�EH�FRQWHVWDWLRQ�RYHU�KRZ�D�'($3�LV� IUDPHG�²� LV� WKH� IRFXV
H[FOXVLYHO\�QDWXUDO� UHVRXUFH�PDQDJHPHQW�RU�PRUH�FRPSUHKHQVLYH� ORFDO
UXUDO�GHYHORSPHQW�SULRULWLHV"



��

 

 &DVH�6WXG\  :KDW�REMHFWLYHV"  :KR�LV�LQFOXGHG"  7KH�SURFHGXUH�DQG�PHWKRGV�XVHG��6HH�$SSHQGL[�$�IRU�GHVFULSWLRQV
RI�PHWKRGV�

 �����=LPEDEZHDQ
 0RFN�SDUOLDPHQWV
 �0XNDPXUL
IRUWKFRPLQJ�

 Ã 7R� FUHDWH� D� IRUXP� IRU� IDUPHU� UHIOHFWLRQ� DQG
LQWHUDFWLRQ�EHWZHHQ�IDUPHUV�DQG�SDUWLFXODUO\�ILHOG
VWDII�RQ�QDWXUDO�UHVRXUFH�OHJLVODWLRQ

 Ã $ZDUHQHVV�RI�GLIIHUHQW�SHUVSHFWLYHV�E\�GLIIHUHQW
VWDNHKROGHUV��SRVVLEO\�GHYHORSPHQW�RI�FRQVHQVXV
DURXQG� KRZ� WR� LPSOHPHQW� 15� OHJLVODWLRQ� LQ
GLIIHUHQW�VHWWLQJV

 Ã )DUPHUV��H[WHQVLRQLVWV��1DWXUDO
5HVRXUFHV� RIILFLDOV�� GLVWULFW
JRYHUQPHQW�� 1*2V�� WKHUH
PD\� DOVR� EH� URRP� IRU
¶WUDGLWLRQDO·� H[SHUWLVH� ²
FKLHIV�NUDDOKHDGV�HWF

 $�FKDLUHG�ZRUNVKRS�VW\OH�GHEDWH�²�PD\�WDNH�SODFH�LQ�WKH�UXUDO�DUHDV��RU
PD\�LQYROYH�JDWKHULQJ�SDUWLFLSDQWV�LQ�WRZQ�

 �����0DOLDQ�JHVWLRQ
GH�WHUURLU�SURFHVV
 �.HHOH\�DQG
6FRRQHV�SHUVRQDO
FRPPXQLFDWLRQ�

 Ã 7HDPV�RI�IDFLOLWDWRUV�EULQJ�GLIIHUHQW�VWDNHKROGHUV
WRJHWKHU� WR� UHIOHFW� RQ� ORFDO� ODQG� XVH� �ZLWKLQ� WKH
¶WHUURLU·��DQG�WR�GHYHORS�SODQV�IRU�LPSURYHPHQW

 Ã 6HULHV�RI�QHJRWLDWHG�ODQG�XVH�SODQV��FRPPXQLWLHV
WUDLQHG� LQ� QDWXUDO� UHVRXUFH� PDQDJHPHQW�� PD\EH
DJUHHG�LQYHVWPHQW�LQ�QDWXUDO�UHVRXUFHV�

 Ã 3DVWRUDOLVWV��IDUPHUV��*7�WHDP
PHPEHUV�� �ORFDO� JRYHUQPHQW
WR�OLPLWHG�H[WHQW�

 /DUJHO\�35$��%XW�WKH�PDMRU�FULWLFLVP�LV�WKDW�WKH�IUDPH�IRU�GHOLEHUDWLRQ�LV
VHW�EHIRUHKDQG�²�FULWLFDO�LQ�WKDW�WKH�ERXQGHG�VSDFH�RI�WKH�WHUURLU�PD\�EH
ELDVHG�DJDLQVW�SDVWRUDOLVWV��DQG�PD\�LQ�IDFW�QRW�EH�WKH�PRVW�UHOHYDQW�XQLW
IRU�DQ\RQH�LQ�OLYHOLKRRG�WHUPV��7KH�REMHFWLYHV�DUH�DOVR�FULWLFLVHG�DV�IDLUO\
SUHGHWHUPLQHG�DQG�EXUHDXFUDF\�ELDVHG��PDSV�RI� WKH� WHUURLU� GHOLQHDWLQJ
ZKDW�UHVRXUFHV�DUH�WR�EH�XVHG�IRU�ZKDW�

 �����=LPEDEZHDQ
 (QYLURQPHQWDO
 0DQDJHPHQW�%LOO
 �.HHOH\�DQG
6FRRQHV������

 Ã $LP�WR�XQLI\�DQG�PRGHUQLVH�DUUD\�RI�FRORQLDO�DQG
SRVW�FRORQLDO� QDWXUDO� UHVRXUFHV� OHJLVODWLRQ� ²
RYHUODSSLQJ�� FRQWUDGLFWRU\�� ORFDWHG� LQ� GLIIHUHQW
PLQLVWULHV�� 7R� EH� GRQH� WKURXJK� SDUWLFLSDWRU\
ZRUNVKRSV��KHDULQJV�HWF�

 Ã 6LQJOH� FRKHUHQW� SLHFH� RI� OHJLVODWLRQ� VHWWLQJ� RXW
ULJKWV� DQG� UHVSRQVLELOLWLHV� RI� GLIIHUHQW
VWDNHKROGHUV

 

 Ã 1*2V�� HQYLURQPHQWDO
ODZ\HUV��XQFOHDU�WR�ZKDW�H[WHQW
FRPPXQLWLHV

 7KRVH� LQYROYHG� FULWLFLVHG� RUJDQLVDWLRQ� RI� WKH� FRQVXOWDWLYH� SURFHGXUHV�
QRWLILFDWLRQ�RI�PHHWLQJV��WLPH�WR�SUHSDUH�IRUPDO�UHVSRQVHV�

 �����(WKLRSLDQ
1DWLRQDO
&RQVHUYDWLRQ
6WUDWHJ\�
(QYLURQPHQW
3ROLF\
 �.HHOH\�DQG
6FRRQHV������

 Ã :RUNVKRSV� DQG� GLVFXVVLRQV� WR� HOLFLW� QDWXUDO
UHVRXUFHV� SULRULWLHV� DQG� VWUDWHJLHV� IRU
PDQDJHPHQW�QDWLRQDOO\�DQG�LQ�GLIIHUHQW�UHJLRQV

 Ã 1DWLRQDO� DQG� 5HJLRQDO� &RQVHUYDWLRQ� 6WUDWHJ\
FRPSULVLQJ� SROLF\� JXLGHOLQHV� DQG� LQYHVWPHQW
SODQV��(QYLURQPHQW�3ROLF\

 Ã 5HSUHVHQWDWLYHV� RI� GLIIHUHQW
VWDNHKROGHU� JURXSV�
SDUWLFXODUO\�VWDWH�DJHQFLHV

 0DMRU� FULWLFLVPV� RI� WKH� GHJUHH� RI� SDUWLFLSDWLRQ� DQG� GHOLEHUDWLRQ�� WKH
UHJLRQDO�SODQV�WKDW�HPHUJHG�ZHUH�LGHQWLFDO�WR�WKH�QDWLRQDO�RQHV�LQ�PRVW
FDVHV��.H\�LVVXHV�OLNH�ODQG�WHQXUH�DUH�NHSW�RII�WKH�DJHQGD�
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 �����&LWL]HQ
)RUHVLJKW�3URMHFW�
&LWL]HQ·V�-XU\�RQ
JHQHWLFDOO\
PRGLILHG
RUJDQLVPV�LQ�WKH
8.
 �:DNHIRUG������

 Ã 7R�GLVFXVV�WKH�XVH�RI�JHQHWLF�HQJLQHHULQJ�LQ�IRRG
SURGXFWLRQ� ZLWK� WKH� DLP� RI� DOORZLQJ� FLWL]HQV�
UDWKHU� WKDQ� SROLWLFLDQV�� WR� GHILQH� ZKDW� LV� LQ� WKH
SXEOLF�LQWHUHVW�

 Ã 7ZHOYH� FLWL]HQV� UDQGRPO\
VHOHFWHG� KHDUG� WKH� HYLGHQFH
IURP�H[SHUW�ZLWQHVVHV�

 7HQ�ZHHNO\�VHVVLRQV�ZKHUH�WKH�MXU\�FURVV�TXHVWLRQHG�WKH�ZLWQHVVHV�DQG
GHOLEHUDWHG� RQ� WKH� LVVXHV�� 7KH� MXU\� GUDIWHG� LWV� RZQ� FRQFOXVLRQV�� VRPH
XQDQLPRXV�DQG�VRPH�DJUHHG�E\�D�PDMRULW\��ZKLFK�ZHUH�WKHQ�SUHVHQWHG
WR�WKH�*RYHUQPHQW�

 �����6LWLQJ�RI
KD]DUGRXV�ZDVWH
GLVSRVDO�IDFLOLW\�LQ
$OEHUWD��&DQDGD
 �)LVKHU������

 Ã 7R�VLWH�D�KD]DUGRXV�ZDVWH�GLVSRVDO�IDFLOLW\  Ã /RFDO�FLWL]HQV�WR� WKH�SURSRVHG
VLWLQJ�DUHD

 3XEOLF�PHHWLQJV��IXQGV�IRU�FRPPXQLW\� WR�KLUH�RZQ�H[SHUWV��PRQH\�IRU
FRPPXQLW\� WR� RIIVHW� EXUGHQV� RQ� ORFDO� LQIUDVWUXFWXUH�� ORFDO� OHDGHUVKLS
RUJDQLVHG� PRQWKO\� PHHWLQJV� DQG� DQDO\VLV� RI� SODQWV� HQYLURQPHQWDO
UHSRUWV� ²� ¶WUDQVODWHG·� E\� FRQVXOWDQWV� LQWR� D� IRUPDW� XQGHUVWDQGDEOH� E\
FRPPXQLW\�PHPEHUV�

 �����(QYLURQPHQWDO
PDQDJHPHQW�RI
WKH�PDULQH�RLO
WUDGH�LQ�$ODVND�
86$
 �%XVHQEHUJ������

 Ã -RLQW� 3ULQFH�:LOOLDP� 6RXQG� 5LVN� $VVHVVPHQW� ²
DLPHG� WR� DYRLG� SUHYLRXV� DGYHUVDULDO� SROLF\
GLVSXWHV�DQG�WR�HQKDQFH�WKH�SXEOLF� OHJLWLPDF\�RI
WKH�UHVHDUFK�ILQGLQJV�

 Ã 5&$&�� WKH� RLO� LQGXVWU\� DQG
WZR� UHOHYDQW� JRYHUQPHQW
DJHQFLHV� ZHUH� WKH� VWHHULQJ
FRPPLWWHH�IRU�D�UHVHDUFK�WHDP
FRQGXFWLQJ�D�ULVN�DVVHVVPHQW�

 -RLQWO\�PDQDJHG�ULVN�DVVHVVPHQW�EHWZHHQ�5&$&��FLWL]HQV�JURXS���WKH�RLO
LQGXVWU\� DQG� WZR� UHOHYDQW� JRYHUQPHQW� DJHQFLHV�� 7KH� ULVN� DVVHVVPHQW
FRQGXFWHG� E\� MRLQW� WHDP� RI� H[SHUWV� DQG� WKH� VWDNHKROGHUV� ZHUH� WKH
VWHHULQJ� FRPPLWWHH� ²� PHW� ZLWK� WKH� UHVHDUFKHUV� ��� WLPHV� GXULQJ� WKH
FRXUVH�RI�WKH�VWXG\��5HVHDUFKHUV�XVHG�EDVLF�UHFRUGV�GDWD�EXW�ZHUH�DOVR
DVNHG�WR�REWDLQ� ORFDO�NQRZOHGJH�RI�PDULWLPH�FRPPXQLW\�ZLWK� WKH�KHOS
RI�VWHHULQJ�FRPPLWWHH�PHPEHUV�

 �����%UHFRQ
%HDFRQV�1DWLRQDO
3DUN�SODQQLQJ�
8.�
 �7HZGZU�-RQHV
DQG�7KRPDV������

 Ã 'HYHORSPHQW� RI� D� UXUDO� ORFDO� SODQ� IRU� WKH
1DWLRQDO�3DUN

 Ã 7KH�H[HUFLVH�ZDV�FRQGXFWHG�LQ
PRVW�RI� WKH�VHWWOHPHQWV� LQ� WKH
QDWLRQDO�SDUN

 3XEOLF�PHHWLQJV�XVLQJ�DQ�DGDSWHG�3ODQQLQJ�)RU�5HDO�H[HUFLVH��FRPELQHG
ZLWK�D� ¶WUDGLWLRQDO·�ELODWHUDO�FRQVXOWDWLRQ�ZLWK�VWDNHKROGHU�RUJDQLVDWLRQV�
LQFOXGLQJ�JRYHUQPHQW�GHSDUWPHQWV��3ODQ�ZDV�GHYHORSHG�E\�WKH�DXWKRULW\
IURP�WKH�SULRULWLHV�H[SUHVVHG�LQ�WKHVH�H[HUFLVHV��6HFRQG�URXQG�RI�SXEOLF
FRQVXOWDWLRQ�WKHQ�RFFXUUHG��WKURXJK�PRUH�FRQYHQWLRQDO�SXEOLF�PHHWLQJV�
WR�LQYLWH�FRPPHQWV�RQ�WKH�SODQ�

 �����3ULRULW\
VHWWLQJ�IRU�/$��
SODQQLQJ��7UR\DQ�
%XOJDULD
 �,&/(,������
 

 Ã 7R� SULRULWLVH� HQYLURQPHQWDO� ULVNV�SUREOHPV� DQG
LVVXHV�DQG�GHYHORS�DQ�HQYLURQPHQWDO�DFWLRQ�SODQ

 Ã 7HFKQLFDO� DQG� 3ROLF\
&RPPLWWHHV� FRPSULVHG� RI
PHPEHUV� IURP� ORFDO� JRYW�
EXVLQHVV�� 1*2V�� IDUPHUV�
VPDOO� YLOODJHV�� VWXGHQWV�
WHDFKHUV�� PHGLD� DQG� WHFKQLFDO
H[SHUWV

 ¶5HSUHVHQWDWLYH�FRPPLWWHHV·��TXHVWLRQQDLUH�VXUYH\V�RI�ZLGHU�SRSXODWLRQ�
SXEOLF� PHHWLQJV�HGXFDWLRQ�� $QDO\VLV� RI� GDWD� GRQH� E\� FRPPLWWHHV
WKURXJK�FRQVHQVXV�ZRUNVKRSV
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 �����8UEDQ
HQYLURQPHQWDO
DVVHVVPHQW�LQ
*UHHQSRLQW�1HZ
<RUN��86$�
 �,&/(,������

 Ã 7R� DVVHVV� WKH� WRWDO� SROOXWLRQ� LPSDFWLQJ� WKH
QHLJKERXUKRRG

 Ã 7R�HQDEOH� ORFDO� UHVLGHQWV� WR� OREE\�IRU� LPSURYHG
HQYLURQPHQWDO�HQIRUFHPHQW

 Ã 7R� GHVLJQ� RI� HQYLURQPHQWDOO\� VRXQG� HFRQRPLF
GHYHORSPHQW� SURMHFWV� VSHFLDOO\� GHVLJQHG� IRU� WKH
QHLJKERXUKRRG�E\�ORFDO�FLWL]HQV

 Ã /RFDO� UHVLGHQWV�� HQYLURQPHQW
DGYRFDWHV�� SULYDWH� VHFWRU�
HOHFWHG� RIILFLDOV� DUH� RQ� WKH
&$&�

 /RFDO� UHVLGHQWV�JLYHQ�QHFHVVDU\�GDWD� DQG� WRROV� WR� LQGHSHQGHQWO\� DVVHVV
SROOXWLRQ� ULVNV� DQG� HQYLURQPHQWDO� FRPSOLDQFH� E\� ORFDO� ILUPV� DQG
IDFLOLWLHV�
 &LWL]HQV� $GYLVRU\� &RPPLWWHH�� LQFOXGLQJ� FLWL]HQV� DQG� RWKHUV�� PHHWV
PRQWKO\� WR� SURYLGH� D� IRUXP� IRU� FLWL]HQV� WR� GLVFXVV� HQYLURQPHQWDO
EHQHILWV�VRXJKW�DQG�WR�GHVLJQ�SURMHFWV�WR�UHGXFH�SUREOHPV�

 ����
(QYLURQPHQWDO
ULVN�DSSUDLVDO�RI
JHQHWLFDOO\
PRGLILHG�FURSV
WKURXJK�0XOWL�
FULWHULD�PDSSLQJ�
8.��6WLUOLQJ�DQG
0D\HU������

 Ã 7R� HQDEOH� FRQVWUXFWLYH� GHEDWH� DQG� UHJXODWRU\
DSSUDLVDO� RI� D� KLJKO\� SROLWLFLVHG� DQG� GLVSXWHG
VXEMHFW�PDWWHU�²�*02V

 Ã 3XUSRVH� LV� WR� ¶PDS·� WKH� NH\� WHFKQLFDO� DQG� VRFLDO
LVVXHV�UDWKHU�WKDQ�WR�UHDFK�D�FRQVHQVXV�

 Ã 5HJXODWRUV�� DFDGHPLF
VFLHQWLVWV�� UHSUHVHQWDWLYHV� RI
ELRWHFKQRORJ\�LQGXVWU\�DQG�WKH
IRRG� VXSSO\� FKDLQ�� DQG� D
YDULHW\� RI� UHOLJLRXV� DQG� SXEOLF
LQWHUHVW�JURXSV

 0XOWL�FULWHULD�PDSSLQJ��,QWHQVLYH�SURFHVV�RI�LQWHUYLHZV��VFRULQJ��UDQNLQJ�
TXDQWLWDWLYH�DQDO\VLV�DQG�GLVFXVVLRQ�

 �����/RFDO
HQYLURQPHQWDO
DFWLRQ�SODQ
GHYHORSPHQW��1HZ
)RUHVW��8.��(65&
�����

 Ã 7R� LPSURYH� WKH� SULRULWLVDWLRQ� RI� LVVXHV� LQ� WKH
/RFDO�(QYLURQPHQWDO�$FWLRQ�3ODQ

 Ã 7R�SURPRWH�WKH�LQYROYHPHQW�RI�NH\�VWDNHKROGHUV

 Ã 0HPEHUV� RI� WKH� VWDNHKROGHU
JURXS� FDPH� IURP� WKH� SXEOLF
VHFWRU� �GLVWULFW� FRXQFLO��
YROXQWDU\� RUJDQLVDWLRQV� �H�J�
)ULHQGV�RI�(DUWK�� ORFDO� ILVKLQJ
FOXE�� DQG� SULYDWH� VHFWRU� �H�J�
6RXWKHUQ�:DWHU�

 6WDNHKROGHU� GHFLVLRQ� DQDO\VLV�� &RPELQDWLRQ� RI� GHOLEHUDWLYH� SURFHGXUH
�GLVFXVVLRQ� DQG� QHJRWLDWLRQ� EHWZHHQ� VWDNHKROGHUV�� ZLWK� D� V\VWHPDWLF
PXOWL�FULWHULD� GHFLVLRQ� DQDO\VLV� DSSURDFK�� 2YHU� IRXU� ZRUNVKRSV�� WKH
VWDNHKROGHU� JURXS� ZRUNHG� WKURXJK� WKH� VWDJHV� RI� PXOWL�FULWHULD
DVVHVVPHQW�� OHDUQLQJ� DERXW� WKH� LVVXHV�� GHYHORSLQJ� FULWHULD� IRU� DVVHVVLQJ
WKHP� DQG� DVVHVVLQJ� HDFK� LVVXH� DJDLQVW� HDFK� FULWHULRQ� XVLQJ� ZHLJKWHG
VFRUHV�

 �����7KH�8.·V
3HRSOH·V�3DQHO�RQ
SXEOLF�VHUYLFHV
�8.&(('������

 Ã %\�OLVWHQLQJ�WR�DQG�OHDUQLQJ�IURP�SHRSOH·V�YLHZV
WKH�8.�FHQWUDO�JRYHUQPHQW�KRSHV� WR�EH�DEOH� WR
SURYLGH�WKH�VHUYLFHV�WKDW�SHRSOH�ZDQW�

 Ã ����� UDQGRPO\� VHOHFWHG� 8.
PHPEHUV�RI�SXEOLF

 1RW� FOHDU� KRZ� GHOLEHUDWLYH� ²� LQIRUPDWLRQ� EDVHG� RQ� TXHVWLRQQDLUH
VXUYH\V

 �����&RPPXQLW\
YLVLRQLQJ�LQ�WKH
8.
 �6WHZDUW������

 Ã %ULQJLQJ� WRJHWKHU� DOO� LQWHUHVWHG� SHRSOH� WR
H[DPLQH�WKH�GLUHFWLRQV�IRU�D�ORFDO�DUHD�

 Ã 7KH�SXUSRVH�LV�WR�HVWDEOLVK�D�¶YLVLRQ·�SDUWLFLSDQWV
KDYH� RI� WKH� IXWXUH� DQG� WKH� NLQG� RI� IXWXUH� WKH\
ZRXOG� OLNH� WR� FUHDWH�� 9LVLRQLQJ� PD\� EH� XVHG� WR
LQIRUP�EURDG�VWUDWHJ\�IRU�D�ORFDOLW\��RU�PD\�KDYH
D� PRUH� VSHFLILF� IRFXV� �DV� LQ� HQYLURQPHQWDO
FRQVXOWDWLRQV�IRU�/RFDO�$JHQGD�����

 Ã /RFDO� LQGLYLGXDOV� DQG
UHSUHVHQWDWLYHV� RI
RUJDQLVDWLRQV

 8VLQJ� D� YDULHW\� RI� IRUPV� RI� GLVFXVVLRQ� LQFOXGLQJ� VXFK� DSSURDFKHV� DV
IXWXUH�VHDUFK�
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 �����&LWL]HQV�3DQHO�LQ
6ZLW]HUODQG
 �5HQQ�DQG�:HEOHU
�����LQ�5LSSH�DQG
6FKDEHU������

 Ã /RFDWLQJ�D�ZDVWH�GLVSRVDO�VLWH�LQ�WKH�&DQWRQ�$DUJDX  Ã 5HSUHVHQW�
DWLYH� VDPSOH
RI� SHRSOH
IURP�SRWHQWLDO
VLWH� FRPP�
XQLWLHV

 &LWL]HQV� RI� WZHOYH� FRPPXQLWLHV� ZKLFK� RIIHUHG� SRWHQWLDOO\� VXLWDEOH
ORFDWLRQV�IRU�WKH�ZDVWH�GLVSRVDO�VLWH�ZHUH�DVNHG�WR�WDNH�SDUW�LQ�D�FLWL]HQ
SDQHO� DQG� PHW� UHJXODUO\� RYHU� VL[� PRQWKV�� &LWL]HQ·V� SDQHO� LQYROYHV�
5DQGRP� VDPSOH� RI� SRSXODWLRQ�� IRXU� FRPPLWWHHV� HVWDEOLVKHG�
LQWURGXFWLRQ�RI� LVVXHV��FRQIOLFWLQJ�LQWHUSUHWDWLRQV�DQG�GLIIHUHQW�RSWLRQV�
JURXS�DQG�SOHQDU\�GLVFXVVLRQV��HYDOXDWLRQ�RI�RSWLRQV��UHFRPPHQGDWLRQV
SURGXFHG��GLVFXVVLRQ�RI�UHFRPPHQGDWLRQV�E\�FRPPLWWHH�UHSUHVHQWDWLYHV
LQ� D� VXSUDFRPPLWWHH�� ILQDO� UHFRPPHQGDWLRQV� WR� PHGLD� DQG� SXEOLF
RIILFLDOV

 �����&RQWLQJHQW
YDOXDWLRQ��:DUG������

 Ã 7R� HVWDEOLVK� ZKDW� D� VRFLDOO\� UHSUHVHQWDWLYH� VDPSOH� RI� WKH
UHOHYDQW� SRSXODWLRQ� HVWLPDWH� EHOLHYHV� DUH� WKH� PRQHWDU\
EHQHILWV�WR�VRFLHW\�RI�WKH�SURGXFWLRQ�RI�HQYLURQPHQWDO�TXDOLW\
VXSSOLHG�DW�D�FHUWDLQ�OHYHO�

 Ã &LWL]HQV� ZLWK
H[SHUW�LQSXW

 &LWL]HQ·V�MXULHV�RU�GHOLEHUDWLYH�SROOLQJ

 �����&RQVHQVXV
FRQIHUHQFHV�LQ
'HQPDUN
 �5LSSH�DQG�6FKDEHU
�����

 Ã ([DPSOHV�RI�VXEMHFWV�GLVFXVVHG�LQFOXGH��¶PDSSLQJ�WKH�KXPDQ
JHQRPH·��¶WUDIILF�DQG�WKH�HQYLURQPHQW·�DQG�¶HOHFWURQLF�LGHQWLW\
FDUGV·

 Ã &LWL]HQV� ZLWK
H[SHUW�LQSXW

 ��²��� FLWL]HQV� DUH� LQIRUPHG� DERXW� WKH� LVVXHV�� WKH\� WKHQ� IRUPXODWH� NH\
TXHVWLRQV� DQG� LGHQWLI\� H[SHUWV� WR� DQVZHU� WKHVH� TXHVWLRQV�� 7KH� H[SHUWV
SUHVHQW� WKHLU� DQVZHUV� WKDW� WKH� OD\� SHRSOH� WKHQ� GLVFXVV� ZLWK� DQ
RSSRUWXQLW\�WR�DVN�QHZ�TXHVWLRQV��)LQDO�GRFXPHQW�SURGXFHG�DV�D�UHSRUW
RI� WKHLU�FRQVHQVXV��3UHVHQWHG� WR�DOO�SDUWLFLSDQWV� DQG�H[SHUWV� WR�FRUUHFW
HUURUV��7KHQ�SUHVHQWHG�WR�PHGLD�FRQIHUHQFH��2UJDQLVHUV�SXEOLVK�DQRWKHU
UHSRUW�WKDW�H[SODLQV�WKH�SURFHVV�DQG�SURFHGXUHV�RI�WKH�FRQIHUHQFH�

 �����'HOLEHUDWLYH
SROOLQJ�E\�SXEOLF
XWLOLWLHV�LQ�7H[DV��86$
�)LVKNLQ������

 Ã 3XEOLF� FRQVXOWDWLRQ� E\� XWLOLW\� FRPSDQLHV� DV� SDUW� RI� HQHUJ\
UHVRXUFH�SODQQLQJ�SURFHVV

 Ã &XVWRPHUV  1DWLRQDO�UDQGRP�VDPSOH��SDUWLFLSDQWV�FRPH�WR�FHQWUDO�ORFDWLRQ��EDVHOLQH
SROO��SURYLVLRQ�RI�EULHILQJ�PDWHULDOV��IDFH�WR�IDFH�GLVFXVVLRQV�DQG�D�SDQHO
RI� RSSRVLQJ� H[SHUWV� DQG� SROLWLFLDQV�� $W� WKH� HQG� RI� VHYHUDO� GD\V� RI
ZRUNLQJ�WKURXJK�WKH�LVVXHV��SROO�WKH�SDUWLFLSDQWV�RQ�WKHLU�YLHZV�

 �����/$���SODQQLQJ�LQ
/DQFDVKLUH��8.
 �,&/(,������
 

 Ã 'HYHORSPHQW�RI�DQ�HQYLURQPHQWDO�IRUXP�WR�
 ²�LPSURYH�WKH�VRFLDO��HFRQRPLF�DQG�HQYLURQPHQWDO�TXDOLW\�RI
KXPDQ�VHWWOHPHQW�LQ�WKH�FRXQW\
 ²�LQWHJUDWH�HQYLURQPHQW�DQG�GHYHORSPHQW�LQ�GHFLVLRQ�PDNLQJ
 ²� SURWHFW� DWPRVSKHUH�� ODQG� UHVRXUFHV�� RFHDQV� DQG� FRDVWDO
UHVRXUFHV
 ²�SURPRWH�HGXFDWLRQ��SXEOLF�DZDUHQHVV�DQG�WUDLQLQJ

 Ã 7R�SURGXFH�
 ²�*UHHQ�$XGLW��WR�HVWDEOLVK�EDVHOLQH�DQG�LQGLFDWRUV�RI�SURJUHVV
 ²�/RFDO�(QYLURQPHQWDO�$FWLRQ�3ODQ�DQG�RYHUVHHLQJ
LPSOHPHQWDWLRQ

 Ã &HQWUDO
JRYHUQPHQW
GHSDUWPHQWV
DQG� DJHQFLHV�
ORFDO
JRYHUQPHQW�
LQGXVWU\�
EXVLQHVV�
DFDGHPLF
LQVWLWXWLRQV�
YROXQWHHU
JURXSV� DQG
VRFLHWLHV

 :RUNLQJ�JURXSV�DQG�SXEOLF�PHHWLQJV�DQG�HGXFDWLRQ�FDPSDLJQV
 ²�FRQVHQVXV�DLPHG�IRU�LQ�GHFLVLRQ�PDNLQJ



��

 ����,QFOXVLRQ�DQG�GHOLEHUDWLRQ��KRZ�GR�GLSV�ZRUN"

 

 ,QFOXVLRQ

 2QO\�D�PLQRULW\�RI� WKRVH�ZKR�ZLOO�EH� DIIHFWHG�E\�HQYLURQPHQWDO�SROLFLHV�ZLOO�EH� DEOH� WR�SDUWLFLSDWH� LQ� WKH

SROLF\� SURFHVV� �/DSLQWLH� ������� $V� D� UHVXOW�� WKH� LVVXH� RI� ZKR� WR� LQFOXGH� LQ� SDUWLFLSDWRU\� SROLF\�PDNLQJ� LV

FULWLFDO�� :DUQHU� ������� ����� VXJJHVWV� WKDW� LQFOXVLRQDU\� SURFHVVHV� HLWKHU� IRFXV� RQ� SUHYLRXVO\� H[FOXGHG

SHUVSHFWLYHV��RIWHQ�E\�HPSKDVLVLQJ�WKH�¶SRSXODU�SDUWLFLSDWLRQ·�RI�FLWL]HQV��RU�DWWHPSW�WR�LQFRUSRUDWH�WKH�YLHZV

RI�PXOWLSOH�VWDNHKROGHUV�� LQFOXGLQJ�FLWL]HQV��WKURXJK�¶VWDNHKROGHU�SDUWLFLSDWLRQ·��7KLV�GLVWLQFWLRQ�LV�DSSDUHQW

LQ�WKH�FDVHV�LQ�7DEOH���DQG�ZLOO�EH�GHDOW�ZLWK�LQ�WXUQ�

 

 3RSXODU�SDUWLFLSDWLRQ

 ,Q� WKH� QRUWK�� ZKHQ� ¶SRSXODU� SDUWLFLSDWLRQ·� LQ� LQFOXVLYH� SROLF\�PDNLQJ� LV� WKH� SULPDU\� REMHFWLYH�� LW� XVXDOO\

PHDQV�FLWL]HQV�GLUHFWO\�SDUWLFLSDWH� LQ� WKH�GHOLEHUDWLRQ�RI�SROLF\�RSWLRQV����+RZHYHU��ZKHQ�WKHUH� LV�D�VLPLODU

HPSKDVLV�LQ�WKH�VRXWK��FLWL]HQV�DUH�PRUH�OLNHO\�WR�EH�HQFRXUDJHG�WR�SURGXFH�LQIRUPDWLRQ�DERXW�WKHLU�VLWXDWLRQ

WKDW� LV� WKHQ� LQFOXGHG� LQ� WKH�GHOLEHUDWLRQV�RI�SROLF\�RSWLRQV� E\� SROLF\�PDNHUV���� ,Q� ERWK� VHWWLQJV� WKH� DFWXDO

¶LQFOXVLYHQHVV·� RI� SRSXODU� SDUWLFLSDWLRQ� LV� RIWHQ� SUREOHPDWLF��5HQQ� HW� DO�� ������� ����� LGHQWLI\� WKUHH� JHQHULF

VHOHFWLRQ�SURFHGXUHV�IRU�DSSRLQWLQJ�FLWL]HQV�DV�¶SDUWLFLSDQWV·�LQ�LQFOXVLYH�SURFHVVHV����7KH�ILUVW�LV�VHOI�VHOHFWLRQ

EDVHG�RQ�WKH�YROXQWHHU�SULQFLSOH��7KLV�DSSOLHV�IRU�DQ\�SXEOLF�KHDULQJV�DQG�LQ�VRPH�FDVHV�RI�ORFDO�DSSUDLVDO��

DQG� ORFDO� SODQQLQJ���� 7KLV� VHOHFWLRQ� SURFHGXUH� KDV� UHFHLYHG� VXEVWDQWLDO� FULWLFLVP� EHFDXVH� LW� LV� DUJXHG� WKDW

WKRVH�ZLWK�PRUH�WLPH��UHVRXUFHV��VWDWXV��DQG�PRWLYDWLRQ��RIWHQ�FRPELQLQJ�DORQJ�OLQHV�RI�JHQGHU��DJH��FODVV�

UDFH� DQG� HGXFDWLRQ�� ZLOO� EH� GLVSURSRUWLRQDWHO\� UHSUHVHQWHG���� 7KH� VHFRQG� SURFHGXUH� LV� WKH� VHOHFWLRQ� RI

SDUWLFLSDQWV�E\�WKH�IDFLOLWDWLQJ�DJHQF\�DQG�WKHLU�LQYLWDWLRQ�WR�WKH�SURFHVV��)RU�SRSXODU�SDUWLFLSDWLRQ�LQ�SROLF\�

PDNLQJ�� WKLV� SURFHGXUH� DSSHDUV�PRUH� FRPPRQ� LQ� WKH� VRXWK�� ,I� GRQH� HIIHFWLYHO\�� LW� FDQ� OHDG� WR� WKH� DFWLYH

LQFOXVLRQ�RI�WUDGLWLRQDOO\�PDUJLQDOLVHG�FRPPXQLWLHV�DQG�FLWL]HQV����+RZHYHU��VRPH�ZULWHUV�DUH�FRQFHUQHG�WKDW

FHUWDLQ�PDUJLQDOLVHG�SHRSOH�ZLOO�VWLOO�QRW�EH�VHOHFWHG�RU�ZLOO�QRW�EH�DEOH�WR�SDUWLFLSDWH��SDUWLFXODUO\�ZRPHQ��H�J�

0RVVH��������FKLOGUHQ��H�J��-RKQVRQ�HW�DO��������DQG�WUDQVLWRU\�FRPPXQLW\�PHPEHUV��H�J��0F/DLQ�DQG�-RQHV

������6FKURHGHU��������7KH�WKLUG�SURFHGXUH�LV�WKURXJK�WKH�V\VWHPDWLF�RU�UDQGRP�VHOHFWLRQ�RI�FLWL]HQV�IURP

�����������������������������������������������������

 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�&DQDGD�������'HQPDUN�������6ZLW]HUODQG�������8.������DQG�86$�����DQG����
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�,QGLD�3DNLVWDQ������0DGDJDVFDU�*XLQHD������0RQJROLD�������1HSDO�������7KH�*DPELD

������7DQ]DQLD�DQG�8JDQGD������7KH�YDOLGLW\�RI�VXFK�¶LQIRUPDWLRQ�SURGXFWLRQ·�E\�FLWL]HQV�LQ�',3V�ZLOO�EH�GLVFXVVHG
ODWHU�LQ�6HFWLRQ��������7KH�LVVXH�LV�RQO\�LGHQWLILHG�KHUH�WR�KLJKOLJKW�WKH�FRPPRQ�PHDQLQJ�RI�SRSXODU�¶LQFOXVLRQ·�LQ
SROLF\�PDNLQJ�LQ�WKH�VRXWK�

 ��� $V� 5HQQ� HW� DO�� ������� QRWHV�� WKHVH� VHOHFWLRQ� SURFHGXUHV� FDQ� EH� FRPELQHG� RU� VWUXFWXUHG� VHTXHQWLDOO\� GXULQJ� DQ
LQFOXVLYH�SURFHVV�

 ��� $OWKRXJK�WKH�FDVH�PDWHULDO�GRHV�QRW�DOZD\V�VSHFLI\�WKH�SUHFLVH�VHOHFWLRQ�SURFHGXUHV��LW�LV�OLNHO\�VRPH�RI�WKH�FDVHV
XVLQJ�55$�DQG�35$�PD\�KDYH�XVHG�VHOI�VHOHFWLRQ�GXULQJ�WKHLU�DFWLYLWLHV�

 ��� )RU�H[DPSOH��WKH�FDVH�IURP�8.������
 ��� 0DQ\�DXWKRUV�KDYH�LGHQWLILHG�SUREOHPV�ZLWK�XVLQJ�RQO\�VHOI�VHOHFWLYH�LQFOXVLRQ�IRU�SDUWLFLSDWRU\�SURFHVVHV�LQ�ERWK

WKH�QRUWK�DQG�WKH�VRXWK��([DPSOHV� LQFOXGH�&KDPEHUV���������*XLMW�DQG�6KDK���������1HOVRQ�DQG�:ULJKW��������
6HOPDQ�DQG�3DUNHU��������DQG�6HOPDQ��������

 �� $V�DWWHPSWHG� LQ� WKH�55$�35$�PHWKRGV�XVHG� LQ� ,QGLD�3DNLVWDQ� �����0DGDJDVFDU�*XLQHD� �����7KH�*DPELD� ����
DQG�8JDQGD�����FDVHV�



��

WKH� UHOHYDQW� SXEOLF�� 7KLV� IRUP� RI� VHOHFWLRQ� SURFHGXUH� ZDV� RQO\� IRXQG� LQ� QRUWKHUQ� FRXQWULHV� LQ� WKH� FDVHV

ZKHUH� FLWL]HQ·V� SDQHOV�� FLWL]HQV� MXULHV�� FRQVHQVXV� FRQIHUHQFHV� DQG� GHOLEHUDWLYH� SROOLQJ� ZHUH� XVHG���� %\

SURYLGLQJ�D�UHSUHVHQWDWLYH�VDPSOH��WKLV�SURFHGXUH�DLPV�WR�HQDEOH�WKH�SDUWLFLSDWLRQ�RI�FLWL]HQV�IURP�DOO�VHFWRUV

RI� VRFLHW\�� +RZHYHU�� WKH� VPDOO� JURXSV� RI� SHRSOH� XVXDOO\� SUHVHQW� LQ� WKHVH� DFWLYLWLHV� FDQQRW� SRUWUD\� WKH

FRPSOH[LWLHV�RI�D�WRWDO�SRSXODWLRQ��5LSSH�DQG�6FKDEHU��������%DUQHV��������H[DPLQHV�FLWL]HQ·V�MXULHV�XVHG�E\

KHDOWK�VHUYLFHV�LQ�%HOIDVW�DQG�6ZDQVHD�DQG�IRXQG�WKDW�QR�EODFN�RU�GLVDEOHG�SHRSOH�ZHUH�LQYROYHG�EHFDXVH�RI

WKHLU� VPDOO� QXPEHUV� ZLWKLQ� WKH� UHOHYDQW� SRSXODWLRQV�� ,Q� DGGLWLRQ�� XVLQJ� VLPSOH� FDWHJRULHV� RI� SHRSOH� IRU

VHOHFWLRQ� FULWHULD� DUH� RIWHQ� LQDGHTXDWH� DV� HDFK� LQGLYLGXDO� KDV�PXOWLSOH� GLPHQVLRQV� RI� GLIIHUHQFH� ²� JHQGHU�

FODVV�� FDVWH�� UHOLJLRQ�� HWKQLFLW\�� DJH��PDULWDO� VWDWXV�HWF�� ²�QRQH�RI�ZKLFK� FDQ�EH� JLYHQ�SULPDF\� �1HOVRQ� DQG

:ULJKW��������$V�+R\HV�HW�DO�������������DUJXH�

 
 ¶UHSUHVHQWDWLYH� IRUXPV�RIWHQ� DVN� WRR�PXFK�RI� GHOHJDWHV�� 3HRSOH� IURP�EODFN� RU� RWKHU�PLQRULW\� HWKQLF

JURXSV�PD\�EH�DVNHG� WR�VSHDN�IRU� WKH�ZKROH�´EODFN�FRPPXQLW\µ��DQ� LPSRVVLEOH� WDVN�ZKHUH� WKHUH� DUH

PDQ\�GLIIHUHQW�FXOWXUHV�DQG�WUDGLWLRQV�·

 
 &OHDUO\� LI�HDFK�FRPELQDWLRQ�RI�PXOWLSOH� VRFLDO� DWWULEXWHV� LV� WUHDWHG�DV� D� VLQJOH� W\SH�RI�SDUWLFLSDQW��SRWHQWLDO

SDUWLFLSDQWV� ZLOO� EHFRPH� LQQXPHUDEOH� �$KOXZDOLD� ������� $OWKRXJK� D� EDODQFH� PXVW� EH� VWUXFN� EHWZHHQ

JHQHUDOLW\�DQG�FRPSOH[LW\�WKH�FDVHV�VXJJHVW�WKDW�WKRVH�IDFLOLWDWLQJ�',3V�GR�QRW�DOZD\V�DFNQRZOHGJH�WKH�H[WHQW

RI�FRPSOH[LW\�WKDW�H[LVWV�

 

 6WDNHKROGHU�SDUWLFLSDWLRQ

 ¶6WDNHKROGHU�SDUWLFLSDWLRQ·��ZKHUH�PXOWLSOH�VWDNHKROGHUV�DUH� LQFOXGHG� LQ�GHOLEHUDWLRQ�� LV�D�FRPPRQ�IRUP�RI

SDUWLFLSDWRU\� HQYLURQPHQWDO� SROLF\�PDNLQJ� LQ� WKH� QRUWK� DQG� WKH� VRXWK� �0DFQDJKWHQ�� HW� DO�� ������ :DUQHU

������� 7KH� GLIIHUHQW� VWDNHKROGHUV� FDQ� EH� VHOI�VHOHFWLQJ��� EXW� DUH� XVXDOO\� DFWLYHO\� LQYLWHG� E\� WKH� IDFLOLWDWLQJ

DJHQF\���� ,Q� WKH� QRUWK�� VWDNHKROGHUV� XVXDOO\� LQFOXGH� JRYHUQPHQW� PLQLVWULHV� DQG� DJHQFLHV�� SULYDWH� VHFWRU

LQWHUHVWV�DQG�DFDGHPLFV��DV�ZHOO�DV�1*2V�DQG�FLWL]HQ�JURXSV��,Q�WKH�VRXWK��GRQRUV�DQG�LQWHUQDWLRQDO�1*2V

FDQ� DOVR� EH� SUHVHQW���� 6RPHWLPHV� VHOI�VHOHFWHG� FLWL]HQV� DUH� GLUHFWO\� LQYROYHG� LQ� GHOLEHUDWLRQV� ZLWK

UHSUHVHQWDWLYHV�RI�RWKHU�VWDNHKROGHUV����EXW�LW�LV�PRUH�FRPPRQ�IRU�FLWL]HQV�WR�EH�UHSUHVHQWHG�DV�VWDNHKROGHUV

E\� LQGLYLGXDOV� RU� RUJDQLVDWLRQV���� ,Q� VRPH� FDVHV� LQ� WKH� VRXWK�� FLWL]HQV� KDYH� EHHQ� LQYROYHG� GLUHFWO\� LQ

LQIRUPDWLRQ�SURYLVLRQ�ZKHUHE\�GHOLEHUDWLRQ�RFFXUV�EHWZHHQ�FLWL]HQ�UHSUHVHQWDWLYHV�DQG�RWKHU�VWDNHKROGHUV���

�����������������������������������������������������

 ��� )RU� H[DPSOH�� WKH� FDVHV� IURP�'HQPDUN� ������ 6ZLW]HUODQG� ������ 8.� ����� DQG�86$� ������ 3DUWLFLSDQWV� IRU�'DQLVK
FRQVHQVXV�FRQIHUHQFHV�ZHUH�V\VWHPDWLFDOO\�FKRVHQ�WR�EH�UHSUHVHQWDWLYH�RI�WKH�EURDGHU�SRSXODWLRQ�EXW�ZHUH�FKRVHQ
IURP�D�SRRO�RI�SHRSOH�ZKR�KDG�H[SUHVVHG�D�GHVLUH�WR�SDUWLFLSDWH�LQ�UHVSRQVH�WR�QDWLRQDO�QHZVSDSHU�DGYHUWLVHPHQWV
�5LSSH�DQG�6FKDEHU�������

 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�%ROLYLD�����DQG�86$������
 ��� )RU� H[DPSOH�� %ROLYLD� ����� %XOJDULD� ������ &HQWUDO� $PHULFD� ����� &KLOH� ����� (FXDGRU� ����� 8.� ����� ��� DQG� ���� DQG

=DPELD������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�&HQWUDO�$PHULFD�����DQG�(FXDGRU�����
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�&KLOH�����DQG�86$������
 ��� )RU�H[DPSOH��%ROLYLD������%XOJDULD�������&HQWUDO�$PHULFD������0H[LFR������8.���������DQG�����DQG�86$������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�%ROLYLD������(FXDGRU�����DQG�=DPELD������



��

 &ORVHO\�OLQNHG�WR�LVVXHV�RI�DFFRXQWDELOLW\�DQG�OHJLWLPDF\��WKH�QDWXUH�RI�VWDNHKROGHU�UHSUHVHQWDWLRQ��DQG

SDUWLFXODUO\� FLWL]HQ� UHSUHVHQWDWLRQ�� LV� FULWLFDO� LQ� SDUWLFLSDWRU\� SROLF\�PDNLQJ�� 7KH� LQFOXVLRQ� RI� FLWL]HQ

UHSUHVHQWDWLYHV��UDWKHU�WKDQ�¶RUGLQDU\·�FLWL]HQV��LV�SDUWO\�EHFDXVH�RI�WKH�WLPH�DQG�UHVRXUFH�FRQVWUDLQWV�RI�WKH

SROLF\�PDNLQJ� DJHQF\�� EXW� DOVR� EHFDXVH� RI� WKH� FRVWV� RI� GLUHFW� SDUWLFLSDWLRQ� IRU� LQGLYLGXDO� FLWL]HQV�� )RU

H[DPSOH��5RVVL�������������DUJXHV�WKDW�WKH�LQIRUPDO�UHSUHVHQWDWLRQ�RI�FLWL]HQV�WKURXJK�LQWHUHVW�JURXSV�DOORZV

IRU�PRUH��QRW�OHVV��SDUWLFLSDWLRQ�LQ�SROLF\�PDNLQJ�EHFDXVH�¶LQWHUHVW�JURXSV�SURYLGH�D�PHFKDQLVP�IRU�ILOWHULQJ

LQIRUPDWLRQ� DQG� SRROLQJ� UHVRXUFHV·�� ,Q� DGGLWLRQ�� =D]XHWD� ������� EHOLHYHV� WKDW� WKH�PRVW� HIIHFWLYH� ZD\� IRU

LQGLYLGXDO�FLWL]HQV�LQ�WKH�VRXWK�WR�DUWLFXODWH�WKHLU�QHHGV�DQG�QHJRWLDWH�VXFFHVVIXOO\� LQ�HQYLURQPHQWDO�SROLF\�

PDNLQJ�LV�WKURXJK�WKH�LQFOXVLRQ�RI�1*2V�DQG�&%2V�WKDW�UHSUHVHQW�FLWL]HQV�LQ�WKH�SURFHVV��7KLV�SDUWLFXODUO\

DSSOLHV� ZKHUH� LQFOXVLYH� GHOLEHUDWLRQ� DOVR� OHDGV� WR� SDUWLFLSDWLRQ� LQ� SROLF\� LPSOHPHQWDWLRQ�� DV� VXVWDLQDEOH

LPSOHPHQWDWLRQ�LV�OLNHO\�WR�EH�IDFLOLWDWHG�E\�FRPPXQLW\�RUJDQLVDWLRQV�UDWKHU�WKDQ�LQGLYLGXDOV���

 +RZHYHU�� VHYHUDO� SUREOHPV� ZLWK� WKH� UHSUHVHQWDWLRQ� RI� FLWL]HQV� LQ� ',3V� KDYH� EHHQ� LGHQWLILHG���

6DQGHUVRQ� ������� ����� LV� FRQFHUQHG� WKDW� WKH� VHOHFWLRQ� RI� LQGLYLGXDOV� DQG� JURXSV� WR� UHSUHVHQW� FLWL]HQV� FDQ

RIWHQ�EH� ¶RQ�WKH�EDVLV�RI�H[�DQWH�DVVXPSWLRQV�DQG�SUHMXGLFHV·�DQG� WKLV�FDQ�UHVXOW� LQ� ¶WKH�XVH�RI�NQRZQ�DQG

HVWDEOLVKHG�QHWZRUNV�ZKLFK�PD\�QRW�DFWXDOO\�VSHDN�IRU�WKH�EURDGHU�FRPPXQLW\�RI�XVHUV�FLWL]HQV��HVSHFLDOO\

WKRVH�ZLWK�VSHFLDO�QHHGV·��$V�&RFKUDQH��LQ�(65&�����������DUJXHV��¶LQ�DQ\�FRPPXQLW\�WKHUH�DUH�SHRSOH�WKDW

UHSUHVHQW��EXW�WKH\�GR�QRW�DOZD\V�UHSUHVHQW�IRU�HYHU\WKLQJ·��6HOPDQ�������������EHOLHYHV�WKHUH� LV�D�ULVN�WKDW

¶VHOI�DSSRLQWHG� DGYRFDWHV� RI� D� FRPPXQLW\·V� LQWHUHVWV·�ZLOO� GRPLQDWH� WKH� ¶QRYHO� SDUWLFLSDWRU\� DQG� YLVLRQLQJ

WHFKQLTXHV·�LQFUHDVLQJO\�XVHG�IRU�HQYLURQPHQWDO�SROLF\�PDNLQJ�LQ�QRUWKHUQ�FRXQWULHV�

 $QRWKHU�SRWHQWLDO� SUREOHP�RI�XVLQJ� UHSUHVHQWDWLYHV� LV� WKDW� WKH� SURSRVHG� LGHDO� GHOLEHUDWLYH� SURFHGXUH

FDQ�EH�LQKLELWHG��$GYRFDWLQJ�WKH�XVH�RI�FLWL]HQV�SDQHOV�ZKHUH�SDUWLFLSDQWV�DUH�UDQGRPO\�VHOHFWHG��5HQQ�DQG

:HEOHU� ������� DUJXH� WKDW� UHSUHVHQWDWLYHV� RI� VRFLDOO\� RUJDQLVHG� JURXSV� DUH� QRW� DOORZHG� WR� TXHVWLRQ� RU� WR

UHIRUPXODWH�WKH�LQWHUHVWV�WKH\�DUH�REOLJHG�WR�DUWLFXODWH��7KLV�LV�VHHQ�WR�SUHYHQW�FRPPXQLFDWLYH�UDWLRQDOLW\�DQG

OLPLW�PRYHPHQW� WRZDUGV�D�FRQVHQVXV� �5LSSH�DQG�6FKDEHU��������+RZHYHU��5RVVL� ������� VXJJHVWV� WKDW� WKLV

FRQVWUDLQW�GHSHQGV�RQ� WKH�FRQFHSWLRQ�RI� UHSUHVHQWDWLRQ�DSSOLHG�� ,Q� WKH�DERYH�VLWXDWLRQ�� LW� LV� DVVXPHG� WKDW

PHPEHUV�RI�WKH�SXEOLF�RU�JURXS�VKDUH�LGHQWLFDO�LQWHUHVWV�DQG�WKHLU�UHSUHVHQWDWLYHV�¶VWDQG�IRU·�HDFK�PHPEHU�WR

HQVXUH�WKDW�WKHVH�LQWHUHVWV�DUH�LQFRUSRUDWHG�LQ�WKH�SROLF\�PDNLQJ�SURFHVV��LELG���������+RZHYHU��DQ�DOWHUQDWLYH

DQG�PRUH�G\QDPLF�FRQFHSWLRQ�RI�UHSUHVHQWDWLRQ�LV�ZKHUH�WKH�UHSUHVHQWDWLYH�LV�¶DFWLQJ�IRU·�WKH�PHPEHUV�WKH\

UHSUHVHQW� �LELG��� ������ ,Q� WKLV� VHQVH�� UHSUHVHQWDWLYHV� FDQ� DFW� LQ� D� UHODWLYHO\� DXWRQRPRXV� DQG� GHOLEHUDWLYH

PDQQHU�DQG�WDNH�WKH�LQWHUHVWV�RI�RWKHU�SDUWLFLSDQWV�LQWR�DFFRXQW��+RZHYHU��WKH�YLHZSRLQWV�WR�EH�H[SUHVVHG

DQG� WKH� FRQFHSWLRQ� RI� UHSUHVHQWDWLRQ� DGRSWHG� VKRXOG� EH� GHWHUPLQHG� E\� WKRVH� EHLQJ� UHSUHVHQWHG��:KHUH

VHOHFWHG� VWDNHKROGHUV�� VXFK� DV�1*2V� RU� &%2V�� DUH� JLYHQ� WKH� WDVN� RI� UHSUHVHQWLQJ� FLWL]HQV� GXULQJ�',3V�

¶RUGLQDU\·�FLWL]HQV�PD\�QRW�EH�DZDUH�ZKHWKHU�RU�KRZ�WKH\�DUH�EHLQJ�UHSUHVHQWHG�

 

�����������������������������������������������������

 ��� )RU�H[DPSOH��WKH�%ROLYLD����DQG�����%XOJDULD�������0H[LFR������8.�����DQG�����DQG�86$������FDVHV�
 �� $OWKRXJK�WKH�SUREOHPV�RI�UHSUHVHQWDWLRQ�IRU�FLWL]HQV�DUH�HPSKDVLVHG�KHUH�� WKH�VDPH�SUREOHPV�DOVR�DSSO\�IRU�WKH

UHSUHVHQWDWLYHV�RI�RWKHU�VWDNHKROGHUV�LQ�WKH�GHOLEHUDWLYH�SURFHVV�



��

 0RWLYDWLRQ

 3RSXODU� DQG� VWDNHKROGHU� SDUWLFLSDWLRQ� GHSHQGV�� LQ� SDUW�� RQ� WKH� PRWLYDWLRQ� RI� SDUWLFLSDQWV�� (YHQ� ZKHUH

SDUWLFLSDQWV�DUH�QRW�VHOI�VHOHFWHG��WKH�LQFOXVLRQDU\�FULWHULD�RI�',3V�DVVXPH�WKDW�SDUWLFLSDQWV�ZLOO�ZDQW�WR�ZRUN

FROOHFWLYHO\� DQG� VHOIOHVVO\� RQ� HQYLURQPHQWDO� LVVXHV� ZLWKLQ� D� ',3V� IUDPHZRUN�� ,Q� QRUWKHUQ� FRXQWULHV�� WKH

PRWLYDWLRQ�RI�FLWL]HQV�WR�SDUWLFLSDWH�LQ�',3V�KDV�EHHQ�IRXQG�WR�EH�SDUWLFXODUO\�ORZ�DPRQJVW�WKRVH�ZKR�DUH

QRW�DIIOXHQW��UHWLUHG�RU�SURIHVVLRQDO��6HOPDQ�DQG�3DUNHU��������7KLV�PD\�EH�EHFDXVH�WKHVH�FLWL]HQV�IHHO�WKH\

KDYH�EHWWHU�WKLQJV�WR�GR�RU�DUH�UHDVRQDEO\�VDWLVILHG�ZLWK�WKH�FXUUHQW�VLWXDWLRQ��&RFKUDQH��������+RZHYHU��LW

PD\�DOVR�EH�EHFDXVH��XQOLNH�RWKHU�VWDNHKROGHUV��FLWL]HQV�DUH�QRW�ILQDQFLDOO\�UHZDUGHG�IRU�WKHLU�RIWHQ�OHQJWK\

SDUWLFLSDWLRQ� �6HOPDQ� ������� 5LSSH� DQG� 6FKDEHU� ������� DUJXH� WKDW� LW� LV� WKHUHIRUH� QRW� UHDOLVWLF� WR� H[SHFW

FLWL]HQV�WR�HQJDJH�LQ�',3V�UHJXODUO\��+RZHYHU��LW�LV�DOVR�SRVVLEOH��WKDW�FLWL]HQV�DUH�QRW�PRWLYDWHG�IRU�WKH�VDPH

IHHOLQJV�RI�DOLHQDWLRQ��GLVDIIHFWLRQ��LQGLIIHUHQFH�DQG�GLVWUXVW�WRZDUGV�WKH�VWDWH�DQG�VFLHQWLILF�H[SHUWLVH�WKDW�KDV

SDUWO\�SURPSWHG�WKH�XVH�RI�',3V� LQ� WKH�ILUVW�SODFH� �VHH�6HFWLRQ������ �(GHQ�������6HOPDQ��������7KHUH� LV�D

QHHG�IRU�SXEOLF�WUXVW� LQ�WKH� LQVWLWXWLRQV�RI�HQYLURQPHQWDO�SROLF\�PDNLQJ� LI�SHRSOH�DUH�JRLQJ�WR�ZDQW� WR�JHW

LQYROYHG�DQG�SDUWLFLSDWH�DSSURSULDWHO\��2·5LRUGDQ�HW�DO���������$V�IRXQG�LQ�WKH�/DQFDVKLUH�FDVH�������WKLV�PD\

UHTXLUH� DGGLWLRQDO� PHDVXUHV� DLPHG� DW� DGGUHVVLQJ� WKH� IDFWRUV� JLYLQJ� ULVH� WR� WKHVH� QHJDWLYH� SHUFHSWLRQV

�0DFQDJKWDQ�HW�DO����������

 7KH�PRWLYDWLRQ�RI�SDUWLFLSDQWV� LV� DOVR�SUHGLFDWHG�RQ� WKH�NQRZOHGJH� WKDW� WKH�SURFHVV�ZLOO�EH� HIIHFWLYH

DQG�OHDG�WR�LPSURYHG�SROLF\�GHFLVLRQV�DQG�RXWFRPHV����,I�WKH�SURFHVV�SURYHV�WR�EH�SURWUDFWHG��LQFRQFOXVLYH�LQ

LWV�ILQGLQJV�RU�WKHUH�LV�QR�SRWHQWLDO�RU�DFWXDO�GLVFHUQLEOH�RXWFRPH�DV�D�UHVXOW�RI�SDUWLFLSDWLRQ��VWDNHKROGHUV�ZLOO

HLWKHU� QRW� EHFRPH� LQYROYHG� RU� ZLOO� EHFRPH� GLVLOOXVLRQHG� ZLWK� WKH� SXUSRVH� RI� H[SHQGLQJ� WKHLU� WLPH� DQG

HQHUJ\� LQ� SDUWLFLSDWLRQ� �(YDQV� ������ 6WLUOLQJ� DQG� 0DKHU� ������� 7HZGZU�-RQHV� DQG� $OOPHQGLQJHU� ������

FULWLFLVH�WKH�RYHUHPSKDVLV�RQ�SURFHVV�UDWKHU�WKDQ�RXWFRPH�ZLWKLQ�PDQ\�',3V�

 
 ¶,I� WKH� VROH� EHQHILW� RI� >',3V@� LV� WR� HVWDEOLVK� WKH� DUHQD� IRU� GLVFRXUVH� DPRQJ� FRPSHWLQJ�� PXOWLSOH

VWDNHKROGHUV��WKH�ZKROH�SURFHVV�ZLOO�EH�FDVWLJDWHG�DV�QRWKLQJ�PRUH�WKDQ�D�WDONLQJ�VKRS·��LELG���������

 
 ,I�WKH�SDUWLFLSDWLRQ�RI�SUHYLRXVO\�PDUJLQDOLVHG�FLWL]HQV�GRHV�QRW�KDYH�DQ�LPSDFW�WKHQ�',3V�ZLOO�EH�VHHQ�DV�¶D

GHPRFUDWLF�GUDPD�WKDW�KDV�QR�IXQFWLRQDO�FRQVHTXHQFH·��+DPSWRQ�������������$�FOHDU�IRFXV�RQ�RXWFRPHV�E\

WKRVH�UHVSRQVLEOH�IRU�IDFLOLWDWLRQ��DQG�WKH�SDUWLFLSDWLRQ�RI�VWDNHKROGHUV�LQ�UHDO�GHFLVLRQ�PDNLQJ��LV� WKHUHIRUH

UHTXLUHG� LI� WKH� OHJLWLPDF\� RI� WKH� SURFHVV� DQG� SDUWLFLSDQW� PRWLYDWLRQ� LV� WR� EH� PDLQWDLQHG�� +RZHYHU�� WKLV

DSSHDUV�WR�KDYH�EHHQ�UDUHO\�DFKLHYHG��)RU�H[DPSOH�����SHU�FHQW�RI�WKH�SDUWLFLSDQWV�LQ�WKH�6ZLW]HUODQG�FLWL]HQV

SDQHO��FDVH�����FRQVLGHUHG�WKH�ZKROH�SURFHGXUH�WR�EH�¶D�JDPH·��5LSSH�DQG�6FKDEHU������������7HZGZU�-RQHV

DQG� 7KRPDV� ������� GLVFXVV� %UHFRQ� �FDVH� ���� ZKHUH� SODQQHUV� IHOW� D� ',3V� H[HUFLVH� KDG� EHHQ� VXFFHVVIXO

EHFDXVH�D�GHPRFUDWLF�SURFHVV�KDG�EHHQ�FUHDWHG��DQG�GLG�QRW�VHH�WKDW�WKH�IDFW�WKDW�WKH�SURFHVV�KDG�IDLOHG�WR

GHOLYHU�ZKDW� WKH�FRPPXQLW\� H[SHFWHG��6LPLODUO\�� WKH� IDLOXUH�RI� IDFLOLWDWLQJ�RUJDQLVDWLRQV� WR� IXOILO� WKH� ¶UDLVHG

�����������������������������������������������������

 ��� $QRWKHU�H[DPSOH�LV�LQ�WKH�/$���SURFHVV�LQ�7KLND��.HQ\D��ZKHUH�SDVW�LQFLGHQWV�RI�ILQDQFLDO�PLVPDQDJHPHQW�E\�WKH
ORFDO�FRXQFLO�UHTXLUHG�LQLWLDWLYHV�WR�EXLOG�SXEOLF�FRQILGHQFH�EHIRUH�',3V�FRXOG�EH�VXFFHVVIXO��,&/(,�����E��



��

H[SHFWDWLRQV·�RI�FRPPXQLWLHV�KDV�EHHQ�D�ORQJ�VWDQGLQJ�FRQFHUQ�UHJDUGLQJ�WKH�55$�DQG�35$�SURFHVVHV�XVHG

LQ� VRXWKHUQ� FRXQWULHV� �/HXUV� ������� ,I� WKHVH� H[SHFWDWLRQV� DUH� QRW� IXOO\� PHW�� GLVVDWLVIDFWLRQ� DQG

GLVLOOXVLRQPHQW� ZLWK� WKH� SROLF\�PDNLQJ� LQVWLWXWLRQV� LV� WKH� OLNHO\� UHVXOW�� ,Q� DGGLWLRQ�� VRPH� FRPPHQWDWRUV

TXHVWLRQ� WKH� DELOLW\�RI�',3V� WR� LQIOXHQFH� SROLF\� EHFDXVH� WKH� UHSRUWV� SURGXFHG� DUH� ¶JHQHUDOO\� XQTXDQWLILHG�

RIWHQ�XQFOHDU�DQG�VRPHWLPHV� LQFRQVLVWHQW�� >7KH\@�PD\�EH� LQGLJHVWLEOH� WR�FXUUHQW�EXUHDXFUDWLF�DQG�ILQDQFLDO

VWUXFWXUHV·� �(65&� ������ ���� +RZHYHU�� &ODUNH� ������� ���� EHOLHYHV� WKDW� HYHQ� LI� ¶D� JRRG� ORRNLQJ� UHSRUW·� LV

SURGXFHG��',3V�UHSRUWV�DUH�RIWHQ�¶GHVWLQHG�WR�RFFXS\�VKHOI�VSDFH�UDWKHU�WKDQ�FUHDWH�FKDQJH·��,I�WKH�LVVXH�RI

LPSDFW�LV�QRW�DGGUHVVHG��WKHUH�LV�D�ULVN�WKDW�IDLWK�LQ�',3V�FRXOG�EHFRPH�DV�XQGHUPLQHG�DV�IDLWK�LQ�WUDGLWLRQDO

SROLF\� SURFHVVHV�� 7KLV� ZLOO� DIIHFW� WKH� TXDQWLW\� DQG� TXDOLW\� RI� FLWL]HQ� PRWLYDWLRQ� DQG� LQFOXVLRQ� LQ� IXWXUH

SURFHVVHV�

 

 'HOLEHUDWLRQ

 :KLOH� LQFOXVLRQ� HQFRXUDJHV� EUHDGWK� LQ� GHFLVLRQ�PDNLQJ�� GHOLEHUDWLRQ� LV� PRUH� FRQFHUQHG� ZLWK� GHSWK�

'HOLEHUDWLRQ�HQVXUHV�WKDW�SDUWLFLSDWLRQ�LQ�GHFLVLRQV�ZLOO�EH�PHDQLQJIXO�DQG�QRW�SHUIXQFWRU\��5RVVL��������7KH

NH\�GLIIHUHQFHV�LQ�WKH�W\SHV�RI�GHOLEHUDWLRQ�SUHVHQW�LQ�WKH�FDVHV�RI�SDUWLFLSDWRU\�HQYLURQPHQWDO�SROLF\�PDNLQJ

LQ�7DEOH���KDYH�DOUHDG\�EHHQ� LGHQWLILHG�� ,Q� WKH�QRUWK��GHOLEHUDWLRQ�XVXDOO\� LQYROYHV�GLVFXVVLRQ�DERXW�SROLF\

RSWLRQV�� HLWKHU� E\� FLWL]HQV� DQG�RU� WKHLU� UHSUHVHQWDWLYHV�ZLWK� RWKHU� VWDNHKROGHUV�� 7KLV� W\SH� RI� GHOLEHUDWLRQ

RFFXUV� LQ� WKH� VRXWK�� EXW� KHUH� GHOLEHUDWLRQ� FDQ� DOVR� LQYROYH� GLVFXVVLRQV� EHWZHHQ� FLWL]HQV�� RIWHQ� WKURXJK

SDUWLFLSDWRU\�UHVHDUFK�DFWLYLWLHV�VXFK�DV�55$�DQG�35$�LQ�VDPSOH�RU�FDVH�VWXG\�FRPPXQLWLHV��7KHVH�DFWLYLWLHV

DUH�GHVLJQHG�WR�SURGXFH�LQIRUPDWLRQ�WKDW�LV�WKHQ�LQWURGXFHG�WR�ODUJHU�VFDOH�SROLF\�GHOLEHUDWLRQV�DW�D�ODWHU�VWDJH

ZKHQ�FLWL]HQ·V�UHSUHVHQWDWLYHV�PD\�RU�PD\�QRW�EH�LQYROYHG��+RZHYHU��DOO�WKH�FDVHV�LQ�7DEOH���ILW�WKH�FULWHULD

RI�GHOLEHUDWLYH�SURFHVVHV�LGHQWLILHG�LQ�6HFWLRQ����7KH\�XVXDOO\�LQYROYH�IDFH�WR�IDFH�LQWHUDFWLRQ�DQG��DOWKRXJK

YLVXDO�WHFKQLTXHV�KDYH�RIWHQ�KDG�DQ�LPSRUWDQW�UROH�LQ�WKH�VRXWK����DQG�DUH�LQFUHDVLQJO\�GRLQJ�VR�LQ�WKH�QRUWK���

WKHUH�LV�DOVR�D�GHSHQGHQFH�RQ�ODQJXDJH�WKURXJK�GLVFXVVLRQ��GHEDWH�DQG�WKH� LQWHUURJDWLRQ�RI�YLVXDO�RXWSXWV�

$OO�WKH�FDVHV�DSSHDU�WR�KDYH�RSHUDWHG��ZLWK�WKH�VWDWHG�DLP�DW�OHDVW��RI�FUHDWLQJ�DQ�DWPRVSKHUH�RI�UHVSHFW�DQG

WKH�SURPRWLRQ�RI�PXWXDO�XQGHUVWDQGLQJ�DQG�KDYH�DWWHPSWHG�WR�SURGXFH�DQ�DFFXUDWH�DSSUDLVDO�RU�DSSURSULDWH

GHFLVLRQV�ZLWK�SROLF\�LPSOLFDWLRQV�

 +RZHYHU��DOWKRXJK�RQO\�LPSOLFLWO\�DWWHPSWHG�LQ�VRPH�FDVHV��LW�LV�OHVV�DSSDUHQW�ZKHWKHU�WKH�RXWFRPHV�RI

WKHVH�SURFHVVHV�KDYH�EHHQ�SURGXFHG� WKURXJK�FRPPXQLFDWLYH� UDWLRQDOLW\� LQ� DQ� LGHDO�GHOLEHUDWLYH�SURFHGXUH�

$V�GLVFXVVHG�LQ�6HFWLRQ����DQ�LGHDO�GHOLEHUDWLYH�SURFHGXUH�UHTXLUHV�DOO�SDUWLFLSDQWV�WR�XQGHUVWDQG�WKH�VXEMHFW

DQG�LQIRUPDWLRQ�XQGHU�GLVFXVVLRQ��HQJDJH�LQ�HIIHFWLYH�GHEDWH��DFW�LQ�D�FRPSOHWHO\�RSHQ�DQG�KRQHVW�PDQQHU�

DQG�� LQ� WKH� IDFH�RI� D� ¶EHWWHU·� DUJXPHQW��PRYH� WRZDUGV� FRQVHQVXV�� 6XFK� UHTXLUHPHQWV� DUH�� QRW� VXUSULVLQJO\�

GLIILFXOW� WR� SXW� LQWR� SUDFWLFH�� %XWWRQ� DQG� 0DWWVRQ� ������� ����� VXJJHVW� WKDW� ¶ERWK� FLWL]HQV� DQG� >RWKHU

VWDNHKROGHUV@�FDQ�EH�IRUJLYHQ�IRU�EHLQJ�UHODWLYHO\�XQIDPLOLDU�DQG�D�ELW�XQFRPIRUWDEOH�ZLWK�DSSURDFKLQJ�HDFK

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������

 ��� (YHQ�LI�SROLF\�LV�FKDQJHG�WKLV�ZLOO�QRW�QHFHVVDULO\�OHDG�WR�FKDQJHV�LQ�RXWFRPH��3ROLF\�FDQ�H[LVW�DV�LQWHQWLRQ�RU�DV�D
V\PERO�EXW�PD\�QHYHU�EH�SXW�LQWR�SUDFWLFH��+ROODQG�������

 ��� )RU�H[DPSOH��DOO�WKH�FDVHV�XVLQJ�55$�35$�
 ��� )RU�H[DPSOH��WKH�FDVH�IURP�8.�������6HH�DOVR�1()��������
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RWKHU� DERXW�FRPSOH[�SROLF\�FRQFHUQV�XQGHU� UHODWLYHO\�XQIDPLOLDU� FRQGLWLRQV·��+RZHYHU�� D� IDU�PRUH� VHULRXV

FKDOOHQJH� LV� ZKHWKHU� XQGLVWRUWHG� FRPPXQLFDWLRQ� FDQ� RFFXU� ZKHQ� VXFK� LQLWLDO� LQKLELWLRQV� KDYH� EHHQ

RYHUFRPH�

 

 3RZHU�UHODWLRQV

 +DEHUPDVLDQ�QRWLRQV�RI�FRPPXQLFDWLYH�UDWLRQDOLW\�KDYH�EHHQ�FULWLFLVHG�IRU�D�QDLYHW\�DERXW�SRZHU�UHODWLRQV

�&RFKUDQH��������:KLOH�DFFHSWLQJ� WKDW� WKH�GLVWULEXWLRQ�RI�SRZHU�EHWZHHQ� LQGLYLGXDO� VWDNHKROGHUV�QHHGV� WR

UHFRJQLVHG�� DQG� DFNQRZOHGJLQJ� WKDW� VXFK� SRZHU� FDQ� EH� ¶H[SOLFLWO\� PDQLIHVWHG� LQ� RYHUW� FRQIOLFW� DQG� DV

HPEHGGHG� LQ� VRFLDO� URXWLQHV·� �+HDOH\� ������ ������� SURSRQHQWV� RI� FRPPXQLFDWLYH� WHFKQLTXHV� VXJJHVW� WKDW

WKURXJK�GHOLEHUDWLRQ�¶QHZ�UHODWLRQV�RI�FROODERUDWLRQ�DQG�WUXVW«>ZLOO@�VKLIW�SRZHU�EDVHV·��+HDOH\������������

+RZHYHU��DVVXPLQJ�VXFK�D�VKLIW�FDQ�WDNH�SODFH�� LW� LV� OLNHO\�WR�KDYH�D� OLPLWHG� LPSDFW�JLYHQ�WKH�H[WHQW�RI�WKH

LQLWLDO� SRZHU� GLIIHUHQWLDOV� WKDW� SRWHQWLDOO\� H[LVW� EHWZHHQ� SDUWLFLSDQWV���� ,Q� DGGLWLRQ�� E\� DGDSWLQJ�+DEHUPDV·

VRFLDO�FRQFHSWV�RI�DFWLRQ��7HZGZU�-RQHV�DQG�$OOPHQGLQJHU��������������DUJXH�WKH�SURFHGXUHV�XVHG�LQ�',3V

RQO\�GHDO�ZLWK�WKH�LQVWLWXWLRQDO�DVSHFWV�RI�SRZHU�VWUXFWXUHV�DQG�GLVSOD\�OLWWOH�UHJDUG�IRU�WKH�H[LVWHQFH�RI�SRZHU

LQKHUHQW�ZLWKLQ�WKH�LQGLYLGXDO��)LUVW��DQ�DFWRU�ZLWKLQ�WKH�GLVFRXUVH�DUHQD�FDQ�HPSOR\�VWUDWHJLHV�DQG�WDFWLFV�WR

EULQJ�DERXW�WKHLU�RZQ�GHVLUHG�HQGV��HYHQ�LI�WKH\�KDYH�DJUHHG�WR�DGRSW�DQ�RSHQ��KRQHVW�DQG�WUXVWZRUWK\�VW\OH

RI� DUJXPHQWDWLRQ�� 6RPH� SDUWLFLSDQWV�PD\� EH� OHVV� VFUXSXORXV� WKDQ� RWKHUV� LQ� WKH� NLQGV� RI� DUJXPHQWV� WKH\

DGYDQFH�DQG�WKH�ZD\�WKHVH�DUH�SDFNDJHG��'U\]HN�������DQG�RWKHUV�PD\�¶GHOLEHUDWHO\�REIXVFDWH�WKH�IDFWV�DQG

MXGJHPHQWV� IRU� WKHLU� RZQ� EHQHILWV� DQG� IRU� WKH� EHQHILW� RI� WKHLU� RZQ� DUJXPHQWV·� �7HZGZU�-RQHV� DQG

$OOPHQGLQJHU��RS��FLW����������6HFRQG��SDUWLFLSDQWV�LQ�',3V�DUH�OLNHO\�WR�VKDUH�DJHQGDV�DQG�FRPPRQ�YDOXHV�

*URXSV�RI�VWDNHKROGHUV�ZLOO�IRUP�QDWXUDO�SDFWV�WR�HQVXUH�WKDW�WKHLU�YLHZSRLQW�VXFFHHGV�LQ�D�GLVFRXUVH�DUHQD�

HYHQ� LI� WKH\� VLJQ� XS� WR� EH� RSHQ� DQG�KRQHVW� LQ� WKH� GHEDWH��7KLUG�� LQGLYLGXDO� VWDNHKROGHUV�PD\� DWWHPSW� WR

SUHVHQW� D� SDUWLFXODU� LPDJH� RI� WKHPVHOYHV�� HLWKHU� WR� HYRNH� DQ� DFFHSWDEOH� LPDJH� WR� RWKHUV�� RU� WR� SUHVHQW� D

FRPSOHWHO\� IDOVH� SRVLWLRQ�� WR�PLQLPLVH� DUJXPHQWDWLRQ� DQG� GHEDWH�� 7HZGZU�-RQHV� DQG�$OOPHQGLQJHU� �LELG��

������ WKHUHIRUH� DUJXH� WKDW� FRPPXQLFDWLYH� DFWLRQ� LV� ¶LQKHUHQWO\� SROLWLFDO� DQG� SRZHUIXO�� DV� LW� LV� XQDEOH� WR

FRQWURO� WKH� LQGLYLGXDO� WKRXJKW�SURFHVVHV�RI�VWDNHKROGHUV�RU� WR�JXDUDQWHH� WKDW�DOO�SDUWLFLSDQWV�ZLOO� DFW� LQ� DQ

RSHQ�DQG�KRQHVW�PDQQHU�DOO�WKH�WLPH·�

 $Q�H[DPSOH�LV�SURYLGHG�E\�3HOORZ��������ZKR�H[DPLQHG�D�UDQJH�RI�FDVHV�ZKHUH�HQYLURQPHQWDO�DFWLYLVWV

ZHUH� LQYLWHG� WR� SDUWLFLSDWH� LQ�',3V� DORQJVLGH� LQGXVWULDOLVWV� DQG� VWDWH� DFWRUV� GXULQJ� HQYLURQPHQWDO� SROLF\�

PDNLQJ� LQ�1RUWK�$PHULFD��+H� VXJJHVWV� WKDW� ¶LQIUDSROLWLFV·� �F�I�� 6FRWW� ������ZHUH� RIWHQ� SUHVHQW�ZLWKLQ� WKH

GHOLEHUDWLYH�SURFHGXUH�EHFDXVH�HQYLURQPHQWDOLVWV��DV�PHPEHUV�RI�OHVV�SRZHUIXO�JURXSV��ZHUH�GLVJXLVLQJ�WKHLU

DFWLRQV�DV�FRQFLOLDWRU\�DQG�FR�RSHUDWLYH�E\�SDUWLFLSDWLQJ�LQ�',3V��,Q�UHDOLW\��WKH�HQYLURQPHQWDOLVWV�VDZ�',3V

DV�SURYLGLQJ�QHZ�RSHQLQJV�IRU�SXEOLF�SDUWLFLSDWLRQ�LQ�ZKLFK�WR�SXUVXH�WKHLU�RZQ�DJHQGD�DQG�¶WKH�RSSRUWXQLW\

WR� ODXQFK�D�VXVWDLQHG�FRQIOLFW�VW\OH�VWUDWHJ\�ZLWKLQ�D� FROODERUDWLYH� IUDPHZRUN·� �LELG���������6XFK�DGYHUVDULDO

WDFWLFV� LQFOXGHG� WKUHDWHQLQJ� WR� ZDON� DZD\� IURP� GHOLEHUDWLRQV�� FR�RUGLQDWLQJ� ZLWK� RWKHU� HQYLURQPHQWDO

�����������������������������������������������������

 ��� 3DUWLFLSDQWV� FDQ� SRWHQWLDOO\� EH� WKRVH� IURP� QDWLRQDO� JRYHUQPHQWV�� SRZHUIXO� SULYDWH� FRPSDQLHV� DV� ZHOO� DV
WUDGLWLRQDOO\�PDUJLQDOLVHG�FLWL]HQV�
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RUJDQLVDWLRQV�RXWVLGH�WKH�SURFHVV�WR�HQKDQFH�WKH�SRZHU�RI�WKRVH�ZLWKLQ��LQLWLDWLQJ�DQ�DJJUHVVLYH�HVFDODWLRQ�RI

GHPDQGV� DQG� UHIXVLQJ� DQ\� IOH[LELOLW\�RYHU�SROLF\�SRVLWLRQV��3HOORZ� DUJXHV� WKDW�� IDU� IURP� DGRSWLQJ� DQ� LGHDO

GHOLEHUDWLYH�SURFHGXUH��DFWLYLVWV�XVHG�WKH�UXOHV�RI�',3V�WR�IRUZDUG�WKHLU�DJHQGDV�IRU�VRFLDO�DQG�HQYLURQPHQWDO

MXVWLFH��SDUWLFXODUO\�ZKHQ�JRYHUQPHQW�DQG�LQGXVWU\�DFWRUV�DOVR�DSSHDUHG�WR�DEXVH�WKH�SURFHVV�

 

 &RQVHQVXV

 &RQFHUQV�DERXW�WKH�QDWXUH�RI�WKH�GHOLEHUDWLYH�SURFHGXUH�DUH�SDUWLFXODUO\�UHOHYDQW�ZKHQ�FRQVLGHULQJ�WKH�UROH

RI� FRQVHQVXV� GXULQJ� SDUWLFLSDWRU\� HQYLURQPHQWDO� SROLF\�PDNLQJ�� $� �LI� QRW� WKH�� EDVLF� DVVXPSWLRQ� RI

FRPPXQLFDWLYH�UDWLRQDOLW\�LV�WKDW�FRQVHQVXV�FDQ�EH�UHDFKHG�WKURXJK�D�GHOLEHUDWLYH�DSSURDFK��7HZGZU�-RQHV

DQG�$OOPHQGLQJHU��������3DUWLFLSDQWV�DUH�QRW�HQMRLQHG�PHUHO\�WR�UHVSHFW�WKH�YLHZSRLQWV�RI�RWKHUV�� WKH\�DUH

UHTXLUHG�WR�HQJDJH�WKHVH�YLHZSRLQWV��WR�WDNH�WKHP�DV�D�VWDUWLQJ�SRLQW�LQ�VKDSLQJ�GLDORJXH�DQG�PRYH�IRUZDUGV

WR� HYROYH� D� JHQHUDOLVHG� ZLOO� WKURXJK� UHIOHFWLRQ� DQG� GLVFRXUVH� �5RVVL� ������� ,W� LV� XVXDOO\� WKH� LPPHGLDWH

REMHFWLYH�RI�',3V� IRU� HQYLURQPHQWDO� SROLF\�PDNLQJ� WKDW� D� JHQXLQH� FRQVHQVXV� HPHUJHV� LQ� UHSUHVHQWLQJ� WKH

FXUUHQW�VLWXDWLRQ�DQG�UHFRPPHQGLQJ�KRZ�SROLF\�VKRXOG�EH�FKDQJHG�

 +RZHYHU��D�QXPEHU�RI�FKDOOHQJHV�UHJDUGLQJ�FRQVHQVXV�FDQ�EH�UDLVHG��7KH�ILUVW�LV�ZKHWKHU�FRQVHQVXV�LQ

',3V� LV� SRVVLEOH� JLYHQ� WKH� IXQGDPHQWDOO\� GLIIHUHQW� DQG� LQFRPPHQVXUDEOH� SHUFHSWLRQV� DQG� VFLHQWLILF

SDUDGLJPV�WKDW�PD\�EH�KHOG�E\�WKH�ODUJH�QXPEHU�DQG�GLYHUVH�UDQJH�RI�SDUWLFLSDQWV�WKDW�FDQ�EH�SUHVHQW��5RVVL

�������������IRU�H[DPSOH��VXJJHVWV�¶FRQVHQVXV�LV�VHOGRP�OLNHO\�DPRQJ�DQ\�RWKHU�WKDQ�WKH�VPDOOHVW�JURXSV�RI

SHUVRQV�� ,W� LV�ZHOO� UHFRJQLVHG� WKDW�� DV� WKH� QXPEHU� RI� SDUWLFLSDQWV� LQ� D� GHFLVLRQ�PDNLQJ� SURFHVV� LQFUHDVHV�

FRQVHQVXV�EHFRPHV�OHVV�OLNHO\·��6RPH�RI�WKH�FDVHV�LQ�7DEOH����SDUWLFXODUO\�WKRVH�LQ�VRXWKHUQ�FRXQWULHV��KDYH

FRQVLVWHG�RI�PDQ\�WHQV��LI�QRW�KXQGUHGV��RI�SDUWLFLSDQWV����6HFRQG��HYHQ�LI�FRQVHQVXV�LV�SRVVLEOH��WKH�XQLI\LQJ

DVVXPSWLRQV� DQG� DLPV� RI� FRPPXQLFDWLYH� UDWLRQDOLW\� DUH� DW� RGGV� ZLWK� D� GHVLUH� IRU� VHOI�H[SUHVVLRQ� DQG

GLIIHUHQFH� �7HZGZU�-RQHV�DQG�$OOPHQGLQJHU�������� ,Q� WKLV�ZD\� WKH�VHDUFK�IRU�FRQVHQVXV��ZKHUH� WKHUH�ZLOO

DOZD\V�EH�ZLQQHUV�DQG�ORVHUV��FRXOG�VLOHQFH�UDWKHU� WKDQ�JLYH�YRLFH� WR� WKRVH�DOUHDG\�PDUJLQDOLVHG� �.LQJ�DQG

6WRNHU� ������� 7KLV� LV� SDUWLFXODUO\� OLNHO\� ZKHUH� WKH� YDOXHV� DQG� LQWHUHVWV� RI� VRPH� SDUWLHV� DUH� VXERUGLQDWHG�

NQRZLQJO\�RU�XQNQRZLQJO\�� WR� WKRVH�RI�PRUH�SRZHUIXO�� DUWLFXODWH�RU�SHUVXDVLYH� DFWRUV� LQ� WKH�SDUWLFLSDWRU\

SURFHVV��3HOOHWLHU�HW�DO��������6PLWK�DQG�:DOHV��������6XFK� ¶GHOLEHUDWLRQ·�FRXOG�UHVXOW� LQ� WKH�PRVW�SRZHUIXO

VWDNHKROGHUV�VLPSO\�JDLQLQJ�PRUH�LQIOXHQFH�RYHU�HQYLURQPHQWDO�SROLF\�PDNLQJ�

 7KLUG��WKH�SUHVVXUH�IRU�FRQVHQVXV�KDV�WKH�SRWHQWLDO�WR�LQKLELW�WKH�DUJXPHQWDWLYH�SURFHVV��3HOORZ��������

GLVFXVVLQJ� WKH�1RUWK�$PHULFDQ� FDVHV�GHVFULEHG� DERYH�� IRXQG� WKDW�SHHU�SUHVVXUH�ZLWKLQ� WKH� SURFHVV� FRXOG

LQWLPLGDWH� SDUWLFLSDQWV� WR� SURGXFH� D� ¶FRQVHQVXV·� WKDW� ZDV� ODUJHO\� UKHWRULFDO� RU� EDVHG� PRUH� RQ� JUXGJLQJ

FRPSURPLVH� WKDQ�FRPPXQLFDWLYH� UDWLRQDOLW\��7KH�SRZHU�DQG� LQWUDQVLJHQFH�RI� VRPH�SDUWLFLSDQWV� FDQ�PHDQ

WKDW�DQ�HPSKDVLV�RQ�FRQVHQVXV�GRHV�QRW�SURYLGH�¶WKH�PRVW�MXVW�V\VWHP�IRU�KDQGOLQJ�GLIIHUHQFHV�RI�RSLQLRQ·

�/RQGRQ� ������ ���� EXW� SURGXFHV� DQ� RXWFRPH� WKDW� GRHV� QRW� ULVH� DERYH� D� ORZ� FRPPRQ� GHQRPLQDWRU

�����������������������������������������������������

 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�&HQWUDO�$PHULFD������&KLOH�����DQG�0H[LFR������,Q�DGGLWLRQ��ZKLOH�WKH�QXPEHUV�DUH�QRW
VSHFLILHG�LQ�WKH�FDVH�PDWHULDO��PDQ\�SHRSOH�DUH�DOVR�XVXDOO\�LQYROYHG�LQ�55$�35$�H[HUFLVHV�



��

�%ORRPILHOG�HW�DO���������:KHUH�FRPSOH[�GHFLVLRQ�LVVXHV�DUH�EHLQJ�GLVFXVVHG�RU�ZKHQ�WKH�VWDNHV�DUH�KLJK�IRU

RQH�RU�DOO�RI�WKH�JURXSV�RI�SDUWLFLSDQWV��WKH�OLNHOLKRRG�RI�DFKLHYLQJ�PHDQLQJIXO�FRQVHQVXV�LV�PXFK�UHGXFHG�

 $�IRXUWK�FRQFHUQ� LV��RI�FRXUVH��ZKDW�KDSSHQV�ZKHQ�FRQVHQVXV� LV�QRW�UHDFKHG��,Q� WKH�/DQFDVKLUH�FDVH

������ IRU� H[DPSOH�� FRQVHQVXV� ZDV� QRW� LQLWLDOO\� DFKLHYHG� RYHU� YDULRXV� HOHPHQWV� RI� WKH� ORFDO� HQYLURQPHQWDO

DFWLRQ� SODQ�� 6WDNHKROGHUV� VHW� DVLGH� FRQWHQWLRXV� LVVXHV� IRU� IXUWKHU� GLVFXVVLRQ� VR� WKDW� WKH� RYHUDOO� SURJUHVV

ZRXOG� QRW� EH� KDOWHG� DQG� WKHQ�SHUVLVWHG� LQ� QHJRWLDWLRQV� XQWLO� JHQHUDO� DJUHHPHQW� FRXOG� EH� UHDFKHG� �,&/(,

������� +RZHYHU�� ZKHQ� VXFK� QHJRWLDWLRQV� EUHDNV� GRZQ�� +HDOH\� ������� SURSRVHV� WKDW� WKH� ¶DUJXPHQWDWLYH

MXPEOH·�EH�PHGLDWHG�E\�LQGHSHQGHQW�IDFLOLWDWRUV�RU�VHWWOHG�LQ�D�¶FRXUW·�RI�DQ�XQELDVHG�WKLUG�SDUW\�WR�SURYLGH�D

IDLU� WUHDWPHQW� RI� GLVDJUHHPHQWV�� $� SUREOHP� ZLWK� WKLV� LV� WKDW� WKH� SXUSRVH� RI� DUJXPHQWDWLRQ� DQG

FRPPXQLFDWLYH�UDWLRQDOLW\� LV�QRW� WR�VHWWOH�GLVSXWHV�EXW� WR�UHVROYH� WKHP��,W� UHTXLUHV� WKH�UHDGLQHVV� WR�TXDOLI\

RQHV�RZQ�VWDQGSRLQW��RU� HYHQ� UHMHFW� LW� LI� LW� FDQQRW�EH� VXFFHVVIXOO\� GHIHQGHG�� WR�SURGXFH� WKH�EHVW�SRVVLEOH

VROXWLRQ��/DSLQWLH���������$V�7HZGZU�-RQHV�DQG�$OOPHQGLQJHU��������������DUJXH�

 
 ¶DWWHPSWV�WR�PHGLDWH�GLVDJUHHPHQW�LQYROYH�QRW�RQO\�DQ�DFFHSWDQFH�RI�RQWRORJLFDO�GLIIHUHQFH�EXW�DOVR�D

GHVLUH� WR� XQLI\� LW�� 5HDFKLQJ� DJUHHPHQW� WKURXJK� RSHQ� GLVFRXUVH� LV� WKHQ� GHSHQGDQW� RQ� WKH� WKUHDW� RI

LPSRVLWLRQ�²�KDUGO\�´XQFRHUFHGµ�·�

 
 ,Q�DGGLWLRQ��ZKHUH�H[WHUQDO�VROXWLRQV�WR�GLVSXWHV�DUH�UHTXLUHG�WKH�DXWKRULW\�RI�WKH�WKLUG�SDUW\�DQG�WKH�EDVLV�RI

WKDW� DXWKRULW\� EHFRPHV� LPSRUWDQW�� $� ILIWK� FRQFHUQ�� DOVR� H[SUHVVHG� E\� 7HZGZU�-RQHV� DQG� $OOPHQGLQJHU

��������LV�DERXW�WKH�¶ULJKWV�RI�DSSHDO·�DIWHU�D�FRQVHQVXV�KDV�EHHQ�UHDFKHG��6KRXOG�LQGLYLGXDO�VWDNHKROGHUV�ZKR

IHHO�WKDW�WKH�GHFLVLRQ�KDV�JRQH�DJDLQVW�WKHLU�RZQ�GHVLUHV�EH�JLYHQ�DQ�RSSRUWXQLW\�WR�FKDOOHQJH�WKH�FRQVHQVXV

DW�D�ODWHU�GDWH"�$Q�DSSHDOV�SURFHVV�FRXOG�XQGHUPLQH�WKH�SURFHVV��DQG�HQFRXUDJH�DFWRUV�WR�SXUVXH�WKHLU�HQGV

RXWVLGH�RI�WKH�GLVFXUVLYH�DUHQD��DV�ZHOO�DV�XQGHUPLQLQJ�WKH�+DEHUPDVLDQ�LGHDO�RI�FRPPXQLFDWLYH�UDWLRQDOLW\�

 7ZR�RI�WKH�QRUWKHUQ�FDVHV�UHYLHZHG�UHFRJQLVH�VRPH�RI�WKHVH�DERYH�FRQFHUQV�DQG�H[SOLFLWO\�DWWHPSWHG

WR�XVH�',3V�ZLWKRXW�SURGXFLQJ�DQ\�IRUP�RI�FRQVHQVXV�DPRQJVW�SDUWLFLSDQWV��)LVKNLQ�DQG�/XVNLQ����������

DUJXH�WKDW�GHOLEHUDWLYH�SROOLQJ��FDVH�����DLPV�RQO\�IRU�SDUWLFLSDQWV�WR�¶LQIRUP�DQG�UHILQH�WKHLU�RZQ�LQGLYLGXDO

YLHZV·�� 2SLQLRQV� DUH� PHDVXUHG� ERWK� SUH� DQG� SRVW� GHOLEHUDWLRQ� E\� FRQILGHQWLDO� TXHVWLRQQDLUH�� 7KH� RQO\

¶YHUGLFW·� OLHV� LQ� WKH� VWDWLVWLFDO� DJJUHJDWLRQ� RI� WKH� LQGLYLGXDO� RSLQLRQV�� 7KH\� DUJXH� WKDW� ¶DUWLILFLDOO\� LQGXFHG

FRQVHQVXV�PDVNV� WKH�UHDO�YDULHW\�RI�SUHIHUHQFHV·� DQG� VXJJHVW� WKDW� LI� VPDOO� JURXSV�DUH� UHTXLUHG� WR� UHDFK�DQ

RSHQ�FROOHFWLYH�GHFLVLRQ�LW�¶PDJQLILHV�WKH�LQIOXHQFH�RI�´RSLQLRQ�OHDGHUVµ·��LELG�������7KH�PXOWL�FULWHULD�PDSSLQJ

�0&0�� DSSURDFK�� XVHG� LQ� FDVH� ��� WR� GLVFXVV� JHQHWLFDOO\� PRGLILHG� FURSV� LQ� WKH� 8.�� LQYROYHV� LQ�GHSWK

LQGLYLGXDO�LQWHUYLHZV��WKH�DQDO\VLV�RI�UHVXOWV�E\�WKH�UHVHDUFKHUV��DQG�WKHQ�MRLQW�GHOLEHUDWLRQ�E\�DOO�SDUWLFLSDQWV

WR�UHDVVHVV�RU�FRQILUP�WKHLU�LQLWLDO�LQSXWV��7KH�0&0�SURFHVV�FDQ�KHOS�¶PDS·�WKH�LVVXHV��YLHZV�DQG�HYLGHQFH�LQ

D� GHEDWH�� HVWDEOLVKLQJ� WKH� PDLQ� FRQWRXUV� DQG� FODULI\LQJ� NH\� DUHDV� RI� GLVVHQW� DQG� FRQYHUJHQFH� EHWZHHQ

GLIIHUHQW�FRQVWLWXHQFLHV�DV�D�EDVLV�IRU�IXUWKHU�DVVHVVPHQW�RU�SROLF\� MXGJHPHQW��6WLUOLQJ�DQG�0D\HU����������

DUJXH�WKDW�WKLV�DSSURDFK�LV�YDOLG�EHFDXVH�LW�FDQ�VHFXUH�WKH�WUXVW�DQG�LQYROYHPHQW�RI�SDUWLFLSDQWV�DQG�HQVXUH

WKDW�¶FRQVWLWXHQFLHV�ZLWK�VWDUNO\�GLYHUJHQW�LQWHUHVWV�DQG�YDOXHV�WR�IXOO\�HQJDJH�LQ�WKH�DSSUDLVDO�SURFHVV·�ZKLOH

DYRLGLQJ�DQ\�¶VSXULRXV�DWWHPSWV�WR�LPSRVH�´FRQVHQVXVµ·��,Q�DGGLWLRQ��WKH\�DUJXH�WKDW�WKHVH�WHFKQLTXHV�VKRXOG



��

EH� ¶KHXULVWLF·� UDWKHU� WKDQ� SURYLGH� DQ� ¶DQDO\WLFDO� IL[·� EHFDXVH� WKH� ILQDO� SROLF\� GHFLVLRQ� DQG� LWV� DVVRFLDWHG

MXVWLILFDWLRQ�PXVW�UHPDLQ��DW�OHDVW�WR�VRPH�H[WHQW��LQWULQVLFDOO\�FRQWLQJHQW�DQG�VXEMHFWLYH��LELG�����������

 

 ([SHUWLVH

 7KH� UROH� RI� VFLHQWLILF� H[SHUWLVH� LV� DQRWKHU� FULWLFDO� LVVXH� UHODWLQJ� WR� WKH� QDWXUH� RI� GHOLEHUDWLRQ�� 7KLV� LV

SDUWLFXODUO\� LPSRUWDQW�EHFDXVH��DV�GLVFXVVHG�DERYH� LQ�6HFWLRQ�����DQG������SDUW�RI� WKH�UDWLRQDOH� IRU�',3V� LV

WKHLU�DELOLW\�WR�UHGXFH�WKH�XQFHUWDLQW\�DQG�PLVWUXVW�LQFUHDVLQJO\�DVVRFLDWHG�ZLWK�WKH�XVH�RI�VFLHQWLILF�H[SHUWLVH

LQ�FRQYHQWLRQDO�HQYLURQPHQWDO�SROLF\�PDNLQJ�

 ,Q�WKH�VRXWK��WKRVH�XVLQJ�SDUWLFLSDWRU\�UHVHDUFK�DFWLYLWLHV�HPSKDVLVH�WKH�NQRZOHGJH�DQG�H[SHUWLVH�RI�WKH

SDUWLFLSDWLQJ� FRPPXQLW\�RU� JURXS�� ,W� LV� RQH� RI� WKH� EDVLF� SULQFLSOHV� RI�35$� WKDW� WKH� ¶LQWHUQDO·� NQRZOHGJH�

SULRULWLHV� DQG� SHUFHSWLRQV� RI� ORFDO� SHRSOH� VKRXOG� EH� WKH� VWDUWLQJ� SRLQW� �&KDPEHUV� ������� +RZHYHU�� WKH

YDOLGLW\�RI�WKH�LQIRUPDWLRQ�SURGXFHG�WKURXJK�WKHVH�DFWLYLWLHV�KDV�EHHQ�FKDOOHQJHG��:DUQHU��������:KLOH�ORFDO

SHRSOH�PD\�EH�DEOH�WR�DGG�WR�WRWDO�XQGHUVWDQGLQJ�WKURXJK�DQ�DFFXUDWH�NQRZOHGJH�RI�ORFDO�YDULDELOLWLHV��WKH\

GR�QRW�QHFHVVDULO\�KDYH�VXIILFLHQW�NQRZOHGJH�DQG�XQGHUVWDQGLQJ�RI�WKH�EURDGHU�HFRQRPLF��RUJDQLVDWLRQDO�DQG

SROLWLFDO� VLWXDWLRQ� �7KUXSS� HW�DO��������� ,Q�DGGLWLRQ��5HQQ��������DUJXHV� WKDW�SXEOLF�SHUFHSWLRQV�DUH�DW� OHDVW

SDUWLDOO\� GULYHQ� E\� ELDVHV�� DQHFGRWDO� HYLGHQFH� DQG� IDOVH� DVVXPSWLRQV� DERXW� FDXVH�HIIHFW� UHODWLRQVKLSV�

7KHUHIRUH��DV�/DVK��������YLL��VXJJHVWV��LW�LV�LPSRUWDQW�QRW�WR�¶LGROLVH�WKH�ZLVGRP�RI�´WKH�SHRSOHµ�·�EHFDXVH

 
 ¶WKH�YLOODJHUV��SHDVDQWV��LQGLJHQRXV�FRPPXQLWLHV�RU�ZRPHQ�ZKR�JDLQ�D�VHDW�DW�WKH�WDEOH�XQGHU�WKH�UXEULF

RI�´SDUWLFLSDWLRQµ�DUH�VRPHWLPHV�ULJKW�DQG�VRPHWLPHV�ZURQJ�ZKHQ�LW�FRPHV�WR�VROYLQJ�HQYLURQPHQWDO

SUREOHPV·�

 
 7KH�QHHG�WR�FRPELQH�VFLHQWLILF�DQG�FLWL]HQ�H[SHUWLVH�LV�UHFRJQLVHG�LQ�WKRVH�FDVHV�LQ�7DEOH���XVLQJ�55$�35$�

7KHVH� SURFHVVHV� KDYH� XVXDOO\� EHHQ� XVHG� WR� SURGXFH� LQIRUPDWLRQ� WR� LQIRUP� D� SROLF\� SURFHVV� WKDW� LV� DOVR

UHFHLYLQJ� LQIRUPDWLRQ�WKURXJK�VFLHQWLILF�H[SHUWLVH��7KH�RWKHU�FDVHV� LQ�7DEOH���DOVR�GR�QRW�UHO\�RQO\�RQ� WKH

FRJQLWLYH�FODLPV��YDOXHV�DQG�LQWHUSUHWDWLRQV�RI�QRQ�HOLWH�FLWL]HQV�EXW�LQFRUSRUDWH�¶VFLHQWLILF·�H[SHUWLVH�GXULQJ

WKH�GHOLEHUDWLRQ�SURFHVV�LWVHOI��,W�LV�FRPPRQ�LQ�ERWK�WKH�QRUWK�DQG�WKH�VRXWK�IRU�WKLV�WR�EH�E\�XWLOLVLQJ�WKH

VFLHQWLILF�H[SHUWLVH�RI�SDUWLFLSDWLQJ�VWDNHKROGHUV����+RZHYHU��LW�LV�DOVR�FRPPRQ��SDUWLFXODUO\�LQ�WKH�QRUWK��IRU

QRQ�VWDNHKROGHU�VFLHQWLILF�H[SHUWV�WR�EH�LQYLWHG�WR�FRQWULEXWH�DV�DGYLVRUV��7KLV�PD\�EH�WR�FDUU\�RXW�VSHFLILF

LQGHSHQGHQW�UHVHDUFK�WR�IHHG� LQWR�WKH�GHOLEHUDWLRQ���RU�IRU�H[SHUWV�WR�DFW�DV� ¶ZLWQHVVHV·�VR�WKDW�FLWL]HQV�FDQ

OHDUQ� DERXW� WKH� LVVXHV� DQG� FRQVLGHU� GLIIHUHQW� VLGHV� RI� D� SROLF\� GHEDWH���� 6FLHQWLILF� H[SHUWLVH� LV� DOVR� RIWHQ

LQGLUHFWO\�LQFRUSRUDWHG�WKURXJK�¶H[SHUW·�GRFXPHQWDWLRQ�XWLOLVHG�E\�FLWL]HQV�DQG�RWKHU�VWDNHKROGHUV�WR�HQKDQFH

WKHLU�DUJXPHQWDWLRQ�DQG�GHOLEHUDWLRQ���

�����������������������������������������������������

 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�&HQWUDO�$PHULFD������%ROLYLD������%XOJDULD�������&KLOH������8.�����DQG�����DQG�=DPELD
�����

 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�&DQDGD�������0H[LFR�����DQG�86$�����DQG�����
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�'HQPDUN�������6ZLW]HUODQG������DQG�86$������
 ��� $V�IDU�DV�LW�LV�SRVVLEOH�WR�WHOO�IURP�WKH�FDVH�PDWHULDO��GRFXPHQWDWLRQ�FRQWDLQLQJ�¶H[SHUW·�LQIRUPDWLRQ�ZDV�XVHG�LQ�DOO

RI�WKH�FDVHV�ZKHUH�H[WHUQDO�H[SHUWV�ZHUH�LQFRUSRUDWHG�



��

 +RZHYHU�� WKH�XVH�RI� LQWHUQDO�DQG�H[WHUQDO�VFLHQWLILF�H[SHUWLVH�ZLWKLQ�DQ� LGHDO�GHOLEHUDWLYH�SURFHGXUH� LV

SUREOHPDWLF��'UDZLQJ�RQ�7HZGZU�-RQHV�DQG�$OOPHQGLQJHU���������������LW�FDQ�EH�DUJXHG�WKDW�WKH�DSSOLFDWLRQ

RI�VFLHQWLILF�H[SHUWLVH�ZLWKLQ�',3V�FRQWUDGLFWV�+DEHUPDVLDQ�QRWLRQV�RI�FRPPXQLFDWLYH�UDWLRQDOLW\��+DEHUPDV

�������FODLPV�WKDW�WKH�WKUHH�¶FXOWXUDO�VSKHUHV·�RI�WKH�(QOLJKWHQPHQW��VFLHQFH��PRUDOLW\�DQG�DUW��KDYH�GLVWDQFHG

WKHPVHOYHV�IURP�WKH�¶OLIHZRUOG·��WKH�VSKHUH�RI�¶HYHU\GD\�OLIH·��LQFOXGLQJ�VWRFNV�DQG�LQWHUSUHWDWLRQ�RI�SUHYLRXV

NQRZOHGJH��WKURXJK�WKHLU�GRPLQDWLRQ�E\�LQVWUXPHQWDO�UDWLRQDOLW\�DQG�¶H[SHUWV·��,W�ZDV�LQ�RUGHU�WR�FRXQWHU�WKH

LQYDVLRQ�RI� WKH� OLIHZRUOG�E\�H[SHUWV� DQG� WKH� LQVWUXPHQWDOLW\�RI� ¶WKH� V\VWHP·�� WKDW�+DEHUPDV�GHYHORSHG�KLV

WKHRU\� RI� FRPPXQLFDWLYH� UDWLRQDOLW\�� +RZHYHU�� ZKHQ� ',3V� LQFRUSRUDWH� VFLHQWLILF� H[SHUWLVH� DQG� JLYH� LW

SULYLOHJHG�VWDWXV��FRPPXQLFDWLRQ�FDQ�UHPDLQ�GRPLQDWHG�E\�WKH�HIIHFWV�RI�SRZHU�DQG�LJQRUDQFH��%XUJHVV�HW�DO�

������� ������ DUJXH� WKDW� SURSRQHQWV� RI� FRPPXQLFDWLYH� UDWLRQDOLW\� LQ� SROLF\�PDNLQJ� ¶IDLO� WR� DFNQRZOHGJH

VXIILFLHQWO\�WKH�GLIIHUHQFHV�LQ�GLVFXUVLYH�SRZHU�EHWZHHQ�WKRVH�ZLWK�WHFKQLFDO��SURIHVVLRQDO�H[SHUWLVH�DQG�OD\

SHRSOH·�� $V� 6DQGHUVRQ� ������� VXJJHVWV�� D� NH\� EDVLV� IRU� DXWKRULW\� GHULYHV� IURP� WKH� QRWLRQ� RI� SURIHVVLRQDO

H[SHUWLVH�� IRXQGHG� XSRQ� WKH�PRGHUQLVW� FRQFHSWLRQ� RI� SULYLOHJH� GHULYLQJ� IURP� DFFHVV� WR� ¶REMHFWLYH� IDFWXDO

NQRZOHGJH·�� 7KLV� FDQ� GLVHPSRZHU� FLWL]HQV� DV� LW� OHDGV� WKHP� WR� GHIHU� WR� SHUFHLYHG� DXWKRULW\�� %XWWRQ� DQG

0DWWVRQ� ������� H[DPLQHG� VHYHQ�',3V� KHOG� WKURXJKRXW� WKH�86$� LQ� ������7KH\� IRXQG� WKDW��ZKLOH� FLWL]HQV

QHHGHG� WR� OHDUQ� WR� EHFRPH� LQIRUPHG� DERXW� WKH� LVVXHV�� FLWL]HQV� EHFDPH� ORFNHG� LQWR� D� ¶GHIHUHQWLDO� DQG

VRPHWLPHV� SDVVLYH� UROH·� �LELG��� ������ ([FKDQJHV� ZLWK� H[SHUWV�� ZKR� RIWHQ� XVHG� KLJKO\� WHFKQLFDO� ODQJXDJH�

UHIOHFWHG� SUH�H[LVWLQJ� KLHUDUFKLHV� DQG�ZHUH� ¶GLVWLQFWO\� GLIIHUHQW� IURP� WKDW� ZKLFK� RQH�PLJKW� KRSH� IRU� LQ� D

FRQWH[W�RI�GHOLEHUDWLRQ·��LELG���������:KLOH�VXFK�GHIHUHQFH�PD\�EH�SDUWLDOO\�RYHUFRPH�WKURXJK�D�FRPSDULVRQ

RI� FRQWUDVWLQJ� VFLHQWLILF� FODLPV�� DV� WDNHV� SODFH� LQ� D� FLWL]HQV� MXU\�� LI� D� SURFHVV� LV� WR� EH� IXOO\� SDUWLFLSDWRU\�

FLWL]HQV�DQG�RWKHU�VWDNHKROGHUV�VKRXOG�QRW�RQO\� UHFHLYH� LQIRUPDWLRQ�EXW� OHDUQ�KRZ� WR� UHVHDUFK�DQG�VXSSO\

WKHLU� RZQ� VFLHQWLILF� IDFWV� DQG� XQFHUWDLQWLHV� �(65&� �������+RZHYHU�� VXFK� ¶FLWL]HQ� VFLHQFH·� �,UZLQ� ������ LV

UDUHO\�SRVVLEOH�JLYHQ�WKH�VKRUW�WLPH�IUDPH�ZLWKLQ�ZKLFK�',3V�XVXDOO\�RSHUDWH�DQG�FDQ�LQ�WXUQ�EH�FULWLFLVHG�IRU

UHLQIRUFLQJ�WKH�UHLILFDWLRQ�RI�VFLHQWLILF�SURFHGXUH�DQG�NQRZOHGJH�

 

 7UDQVSDUHQF\�DQG�YHULILDELOLW\

7KH� WUDQVSDUHQF\� DQG� YHULILDELOLW\� RI� WKH� SURFHVV� DUH� IXUWKHU� NH\� HOHPHQWV� ZLWKLQ� D� GHOLEHUDWLYH� SURFHVV�

6WLUOLQJ� DQG�0DKHU� ������� DUJXH� WKDW�� DOWKRXJK�',3V� FDQ� EH� VHHQ� WR� LPSURYH� WKH� WUDQVSDUHQF\� RI� SROLF\�

PDNLQJ� E\� LQFRUSRUDWLQJ� WUDGLWLRQDOO\�PDUJLQDOLVHG� JURXSV� LQWR� WKH� SURFHVV��',3V� DUH� WKHPVHOYHV� RSHQ� WR

FRQFHUQV�RYHU�WKH�YHULILDELOLW\��UHSURGXFLELOLW\�DQG�WUDQVSDUHQF\�RI�WKHLU�UHVXOWV��7KH\�EHOLHYH�WKDW��IRU�',3V

WR�PDLQWDLQ�WKHLU�DGYDQWDJH�RYHU�WUDGLWLRQDO�SROLF\�SURFHVVHV��WKH�WHFKQLTXHV�XVHG�VKRXOG�¶DOORZ�IRU�DQ�´DXGLW

WUDLOµ� H[SOLFLWO\� OLQNLQJ� WKH� UHVXOWV� ZLWK� WKH� YDULRXV� LQSXWV�� DVVXPSWLRQV� DQG� SDUDPHWHUV� DGRSWHG� LQ� WKH

DQDO\VLV·� �LELG��� �����������+RZHYHU��RI� WKH� FDVHV� LQ�7DEOH� ��� LW�ZDV�RQO\� LQ� WKHLU� XVH�RI�0&0� WR� H[DPLQH

*02V�WKDW�WKHVH�LVVXHV�ZHUH�GHDOW�ZLWK�



��

����7KH�UROH�RI�',3V�LQ�WKH�EURDGHU�SROLF\�PDNLQJ�SURFHVV

 7KLV�VHFWLRQ�H[DPLQHV�KRZ�',3V�ILW�LQWR�H[LVWLQJ�SROLF\�SURFHVVHV��7RR�RIWHQ��WKH�LQVWLWXWLRQDO�IUDPHZRUN�RI

',3V��DV�ERXQGHG�SROLF\�VSDFHV�FUHDWHG�¶IURP�DERYH·��GRHV�QRW�WDNH�LQWR�DFFRXQW�WKH�EURDGHU�SURFHVVHV�RI

HQYLURQPHQWDO�SROLF\�PDNLQJ��:LWK�PXFK�RI� WKH� OLWHUDWXUH�RQ�',3V� IRFXVHG�RQ� WKHLU� LQWHUQDO� HWKQRJUDSK\

DQG� PLFURSROLWLFV�� WKH� EURDGHU� SLFWXUH� LV� RIWHQ� QRW� DVVHVVHG� �7HZGZU�-RQHV� DQG� $OOPHQGLQJHU� ������

+RZHYHU��IRU�',3V�WR�IXOILO�WKHLU�REMHFWLYHV�LW�LV�QRW�MXVW�WKHLU�LQWHUQDO�ZRUNLQJV�WKDW�DUH�LPSRUWDQW��WKH\�PXVW

EH� SLYRWDO� WR� WKH� ZKROH� SROLF\� SURFHVV�� %\� UHIOHFWLQJ� RQ� WKH� QHWZRUNV�� LQWHUDFWLRQV� DQG� SRZHU� UHODWLRQV

EHWZHHQ� LQGLYLGXDOV� DQG� RUJDQLVDWLRQV� RXWVLGH� ',3V� HYHQWV�� D� PRUH� FRQWH[WXDOLVHG� XQGHUVWDQGLQJ� RI� WKH

SRWHQWLDOV�DQG�OLPLWDWLRQV�RI�',3V�SURFHVVHV�LQ�HQYLURQPHQWDO�SROLF\�PDNLQJ�FDQ�EH�DFKLHYHG�

 

 :KR�FRQYHQHV"�:KR�GHILQHV�WKH�REMHFWLYHV"

 :LWK�PRVW�',3V� FRQVWLWXWLQJ� SROLF\� VSDFHV� FUHDWHG� IURP� DERYH�� LW� LV� WKH� RUJDQLVLQJ� DJHQFLHV�ZKR� XVXDOO\

GHWHUPLQH� WKH� QDWXUH� RI� ',3V��:KR� FRQYHQHV� WKH� SURFHVV� FOHDUO\� KDV� LPSOLFDWLRQV� IRU� WKH� GHILQLWLRQ� RI

REMHFWLYHV�DQG��LQ�WXUQ��WKH�IUDPLQJ�RI�SUREOHPV��WKH�FKRLFH�RI�PHWKRGV�DQG�WRROV��WKH�FKRLFH�RI�VFDOH�DQG

DOORFDWLRQ�RI�UHVRXUFHV��DQG�WKH�OLQNV�WR�ZLGHU�SROLF\�SURFHVVHV�

 $FURVV�WKH�FDVH�VWXGLHV�H[DPLQHG�PRVW�FRQYHQLQJ�RUJDQLVDWLRQV�ZHUH�JRYHUQPHQW�DJHQFLHV��+RZHYHU�

WKHUH� DUH� DOVR� H[DPSOHV� ZKHUH� UHJLRQDO� RUJDQLVDWLRQV���� 1*2V��� DQG� WKH� SULYDWH� VHFWRU��� KDYH� XVHG� WKHVH

SURFHVVHV�WR�GHYHORS�WKHLU�HQYLURQPHQWDO�SROLFLHV��,Q�VRPH�VRXWKHUQ�FRXQWULHV��WKHVH�SURFHVVHV�KDYH�EHHQ�DW

OHDVW� SDUWLDOO\� LQLWLDWHG� E\� LQWHUQDWLRQDO� GRQRU� DJHQFLHV� LQ� SDUWQHUVKLS� ZLWK� WKH� SROLF\�PDNLQJ� DJHQF\���� ,Q

DGGLWLRQ�� LQ� VRPH� QRUWKHUQ� FRXQWULHV��',3V� KDYH� RFFDVLRQDOO\� EHHQ� LQLWLDWHG� E\� RUJDQLVDWLRQV� RXWVLGH� WKH

SROLF\�PDNLQJ�ERGLHV����1HYHUWKHOHVV��WKH�IDFW�WKDW�PRVW�',3V�DUH�ERWK�LQLWLDWHG�E\��DQG�XWLOLVHG�ZLWKLQ��VWDWH

RUJDQLVDWLRQV�PHDQV�WKDW�LW�LV�WKH�VWDWH�WKDW�KDV�VXEVWDQWLDO�FRQWURO�RYHU�KRZ�',3V�DUH�WR�ILW�LQWR�WKH�SROLF\�

PDNLQJ�SURFHVV��%ORRPILHOG�HW�DO��������

 6R�ZKDW�REMHFWLYHV�IRU�D�',3V�SURFHVV�ZHUH�GHILQHG�E\�WKH�RUJDQLVLQJ�DJHQFLHV�DFURVV�WKH�FDVH�VWXGLHV

UHYLHZHG"� 1HDUO\� DOO� RI� WKH� ',3V� FDVHV� LQ� 7DEOH� �� ZHUH� H[SHFWHG� WR� IXOILO� FRQVHQVXDO� DQG� LQVWUXPHQWDO

REMHFWLYHV��VHH�%R[����6HFWLRQ�����7KLV�LV�SHUKDSV�QRW�VXUSULVLQJ�JLYHQ�WKH�HPSKDVLV�RQ�¶SROLF\�PDNLQJ·�WKDW

UHTXLUHV�DJUHHPHQW�DQG�DFWLRQ��7KH�RQO\�FDVHV�ZKHUH�FRQVHQVXV�ZDV�QRW�H[SHFWHG��DQG�XQUHVWULFWHG�GHEDWH

�����������������������������������������������������

 ��� )RU�H[DPSOH��WKH�FDVH�IURP�&HQWUDO�$PHULFD�����
 �� )RU�H[DPSOH��%RUGHUV�)RUHVW�7UXVW�� D� FKDULWDEOH� HQYLURQPHQWDO� RUJDQLVDWLRQ�� KHOG� D� FLWL]HQ·V� MXU\� WR� H[DPLQH� LWV

SURSRVDOV� IRU� D� KDELWDW� UHVWRUDWLRQ� SURMHFW� LQ� WKH�%RUGHU�5HJLRQV� RI� 6FRWODQG� LQ� ����� �,335� ������� 7KH�0&0
H[HUFLVH��FDVH�����ZDV�MRLQWO\�FRQGXFWHG�E\�DQ�1*2��*HQH:DWFK�8.��DQG�DQ�DFDGHPLF�UHVHDUFK�XQLW��6358��

 ��� )RU�H[DPSOH��WKH�FDVH�IURP�86$������
 ��� )RU�H[DPSOH��FDVHV�IURP�(FXDGRU������0RQJROLD�������7KH�*DPELD������DQG�=DPELD������
 �� &KHVV� DQG�3XUFHOO� ������� ������ VXJJHVW� WKDW� WKLV� KDV� RFFDVLRQDOO\� RFFXUUHG� LQ� WKH�86$�� 7KH�'DQLVK� FRQVHQVXV

FRQIHUHQFHV�ZHUH�LQLWLDWHG�E\�WKH�'DQLVK�%RDUG�RI�7HFKQRORJ\�DQG�ZHUH�VHQW�WR�SROLWLFLDQV��MRXUQDOLVWV�DQG�LQWHUHVW
JURXSV� UDWKHU� WKDQ� KDYLQJ� VSHFLILF� REMHFWLYHV� IRU� SROLFLHV� ZLWKLQ� D� SDUWLFXODU� RUJDQLVDWLRQ� �5LSSH� DQG� 6FKDEHU
�������



��

 ZDV� HPSKDVLVHG� ZHUH�� DV� DOUHDG\� GLVFXVVHG�� WKRVH� LQ� WKH� QRUWK� XVLQJ� GHOLEHUDWLYH� SROOLQJ� DQG�0&0�� 7KH

¶HGXFDWLYH·�FRPSRQHQW�ZDV�SUHVHQW�LQ�D�QXPEHU�RI�FDVHV����:KLOH� LPSOLFLWO\�SDUW�RI�DOO�',3V��WKLV�HGXFDWLYH

HOHPHQW�ZDV�VRPHWLPHV�DOVR�H[SOLFLWO\�DSSOLHG�WR�WKH�HGXFDWLRQ�RI�SDUWLFLSDWLQJ�IDFLOLWDWLQJ�SROLF\PDNHUV�DQG

RWKHU� VWDNHKROGHUV� DV� ZHOO� DV� FLWL]HQV�� SDUWLFXODUO\� LQ� WKH� VRXWK� ZKHUH� SDUWLFLSDWRU\� UHVHDUFK� WRRN� SODFH���

+RZHYHU��QRWLFHDEO\�DEVHQW�IURP�WKH�W\SRORJ\�LQ�%R[���DQG�WKH�FDVHV�LQ�7DEOH����DUH�H[SHFWDWLRQV��EH\RQG

¶HGXFDWLRQ·��RI�HLWKHU�HPSRZHUPHQW�DQG�VRFLDO�MXVWLFH�RU�WKH�HQKDQFHPHQW�RI�SXEOLF�WUXVW�DQG�WKH�UHGXFWLRQ

RI�XQFHUWDLQW\�²�REMHFWLYHV� WKDW�KDYH�EHHQ� LGHQWLILHG�E\� VRPH� FRPPHQWDWRUV� DV�SDUWO\� UHVSRQVLEOH� IRU� WKH

HPHUJHQFH�RI�',3V�LQ�HQYLURQPHQWDO�SROLF\�PDNLQJ�LQ�6HFWLRQ���

 8VLQJ� WKH� FDWHJRULHV� LQ� %R[� �� �6HFWLRQ� ��� WKH� FDVH� VWXG\�',3V� ZHUH� XVHG�� DW� OHDVW� SDUWLDOO\�� IRU� WKH

SURGXFWLRQ� RI� LQIRUPDWLRQ� WR� LQIRUP� WKH� GHOLEHUDWLRQV� RI� WKH� RUJDQLVLQJ� DJHQF\·V� SROLF\�PDNHUV� DW� D� ODWHU

VWDJH��,Q�VRPH��WKH�LQIRUPDWLRQ�ZDV�SURGXFHG�IURP�SDUWLFLSDWRU\�UHVHDUFK��ZKLOH� LQ�RWKHUV� LW�ZDV�IURP�WKH

UHFRPPHQGDWLRQV� WKDW� HPHUJHG� IURP� FLWL]HQ� DQG�RU� VWDNHKROGHU� SROLF\� GHOLEHUDWLRQV�� 7KH� SURGXFWLRQ� RI

LQIRUPDWLRQ� IRU� SROLF\� WKURXJK� SDUWLFLSDWRU\� UHVHDUFK� KDV� EHHQ� FULWLFLVHG� IRU� EHLQJ� DQ� H[WUDFWLYH� SURFHVV�

WDNLQJ� NQRZOHGJH� IURP� FLWL]HQV� EXW� QRW� FRQWULEXWLQJ� WR� WKHLU� ORQJHU� WHUP� SDUWLFLSDWLRQ� RU� HPSRZHUPHQW

�*DYHQWD� DQG� 5RELQVRQ� ������� $V� :DUQHU� ������� DUJXHV�� FRQVSLFXRXVO\� DEVHQW� IURP� SROLF\�UHODWHG

SDUWLFLSDWRU\�UHVHDUFK�LV�DQ\�LQWHQWLRQ�WR�UDLVH�WKH�FDSDELOLWLHV�RI�WKH�SRRU�DQG�GLVHQIUDQFKLVHG�WR�XQGHUVWDQG�

LQWHUDFW� DQG�QHJRWLDWH�ZLWK� ¶RXWVLGHUV·��2QH� UHDVRQ� IRU� WKLV� FULWLFLVP� LV� WKDW� WKH�SULPDU\� UDWLRQDOH� IRU� VXFK

UHVHDUFK�LV�WR�PDNH�SROLF\�PRUH�UHVSRQVLYH�WR�WKH�QHHGV�DQG�UHDOLWLHV�RI�DIIHFWHG�FLWL]HQV��ZKLOH�WKH�PHWKRGV

XVHG� �35$� HWF��� W\SLFDOO\� GHULYH� IURP� D� WUDGLWLRQ� ZKHUH� GLUHFW� HPSRZHUPHQW� LV� VHHQ� DV� D� NH\� REMHFWLYH

�1RUWRQ�������

 +RZHYHU�� *LOO� ������� DUJXHV� WKDW�� DOWKRXJK� WKH� XVH� RI� ',3V� IRU� SROLF\� UHVHDUFK� PD\� EH� ODUJHO\

H[WUDFWLYH�� LW� LV�QRW� H[SORLWDWLYH�EHFDXVH�SROLF\�IRFXVHG� UHVHDUFK� IRFXVHV�RQ� LQIOXHQFLQJ�SROLF\� WKURXJK� WKH

SRZHU� RI� LWV� SURGXFW� UDWKHU� WKDQ� LQYHVWLQJ� LQ� WKH� SURFHVV� DV� DQ� DJHQW� RI� FKDQJH� LQ� LWVHOI��+ROODQG� ������

VXJJHVWV�� KRZHYHU�� WKDW� WKH� GLIIHUHQFHV� EHWZHHQ� D� IRFXV� RQ� SURGXFW� DQG� SURFHVV� LQ� SROLF\�UHODWHG

SDUWLFLSDWRU\� UHVHDUFK� VKRXOG�EH� VHHQ�DV� D� FRQWLQXXP�UDWKHU� WKDQ� LQ�GXDOLVWLF� WHUPV��)UHXGHQEHUJHU� ������

�����IRU�H[DPSOH��DUJXHV�WKDW�WKH�XVH�RI�55$�DFWLYLWLHV�LQ�ODQG�WHQXUH�SROLF\�GHYHORSPHQW�LQ�0DGDJDVFDU�DQG

*XLQHD�����OHG�WR�QXPHURXV�¶VSLQ�RII�DFWLYLWLHV�LQ�WKHVH�YLOODJHV�WKDW�HLWKHU�DGGUHVVHG�LPPHGLDWH�FRQFHUQV�RU

HQDEOHG�WKH�SRSXODWLRQV�WR�SUHVHQW�WKHLU�ZRUULHV�PRUH�HIIHFWLYHO\�WR�ORFDO�JRYHUQPHQW�RIILFLDOV·�

 8VLQJ�',3V�RQO\�IRU�LQIRUPDWLRQ�SURGXFWLRQ��DOEHLW�WKURXJK�WKH�LQFOXVLYH�GHOLEHUDWLRQ�RI�SDUWLFLSDWRU\

PHWKRGV�� UHPDLQV�RQH� VWHS� UHPRYHG� IURP� WKH�GLUHFW� H[DPLQDWLRQ�RI�SROLF\�RSWLRQV�E\� FLWL]HQV� WKDW�PDQ\

FDVHV� LQ� 7DEOH� �� LQYROYHG�� ,Q� WKHVH� FDVHV�� DOWKRXJK� LQIRUPDWLRQ� SURGXFWLRQ� ZDV� RIWHQ� DQ� HOHPHQW�

FRQVXOWDWLRQ� ZDV� WKH� PRVW� FRPPRQ� SXUSRVH� IRU� ',3V�� 5HQQ� HW� DO�� ������� PDNH� D� KHOSIXO� GLVWLQFWLRQ

UHJDUGLQJ� FRQVXOWDWLRQ�� &RQVXOWDWLRQ� FDQ� VRPHWLPHV� LQYROYH� DVNLQJ� FLWL]HQV� DQG�RU� RWKHU� VWDNHKROGHUV� WR

WDNH�SDUW�LQ�WKH�GHOLEHUDWLRQV�DQG�HYDOXDWLRQV�RI�GHFLVLRQ�RSWLRQV�WR�FRQWULEXWH�WKHLU�FRQFHUQV��ZKLOH�OHDYLQJ

�����������������������������������������������������

 ��� )RU�H[DPSOH��FDVHV�IURP�&HQWUDO�$PHULFD������&KLOH������'HQPDUN�������(FXDGRU������6ZLW]HUODQG�������8.������DQG
86$�����DQG�����
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WKH�ILQDO�GHFLVLRQ�WR�WKRVH�LQ�WKH�RUJDQLVLQJ�DJHQF\����+RZHYHU��LW�FDQ�DOVR�PHDQ�JLYLQJ�FLWL]HQV�DQG�RU�RWKHU

VWDNHKROGHUV�WKH�ULJKW�WR�PDNH�UHFRPPHQGDWLRQV�IRU�WKH�ILQDO�GHFLVLRQ��ZKLOH�OHDYLQJ�WKH�RUJDQLVLQJ�DJHQF\

WKH�RSWLRQ�WR�RYHUULGH�WKLV�UHFRPPHQGDWLRQ����)LQDOO\��VRPH�',3V�LQ�7DEOH���ZHUH�DOVR�JLYHQ�WKH�IXQFWLRQ�RI

PRQLWRULQJ�DQG�RYHUVLJKW�RI�WKH�RUJDQLVLQJ�DJHQF\·V�DFWLYLWLHV���DQG�VRPH�RWKHUV��PDLQO\�LQ�WKH�VRXWK��ZHUH

H[SHFWHG�WR�OHDG�WR�GHFLVLRQ�PDNLQJ�DQG�LPSOHPHQWDWLRQ�E\�SDUWLFLSDQWV���

 7KH� QDWXUH�� WLPLQJ� DQG� IORZ� RI� LQIRUPDWLRQ� EHWZHHQ� SDUWLFLSDQWV�� DQG� WKH� SRWHQWLDO� LPSDFW� RQ

HQYLURQPHQWDO� SROLF\�� LV� WKHUHIRUH� RIWHQ� RUFKHVWUDWHG� E\� WKH� RUJDQLVLQJ� DJHQF\� �'U\VHN� ������ 6FKURHGHU

������� $V� %ORRPILHOG� HW� DO�� ������� ���� DUJXH� ¶SRZHU� OLHV� VXEVWDQWLDOO\� ZLWK� WKRVH� ZKR� GHFLGH� ZKHUH� WKH

ERXQGDULHV�DUH�GUDZQ·��&RFKUDQH�������������DUJXHV�WKDW��EHFDXVH�WKH�RUJDQLVLQJ�DJHQF\�LV�VR�RIWHQ�WKH�VWDWH�

',3V�FDQ�EH�XVHG�DV�SROLWLFDO�QHXWUDOLVHUV�¶VDQLWLVLQJ�WKH�SROLWLFDO�SURFHVV�E\�UHPRYLQJ�SRVVLELOLWLHV�RI�FRQIOLFW

DQG�PDVNLQJ� WKH�XQSOHDVDQWQHVV�RI� FODVKHV�EHWZHHQ�GLIIHUHQW� LQWHUHVWV·� WR� FRQVROLGDWH� VWDWH� OHJLWLPDF\� DQG

DXWKRULW\��&KHVV�DQG�3XUFHOO��������������DOVR�EHOLHYH�WKH\�FDQ�EH�XVHG�DV�D�IRUP�RI�¶ERRVWHULVP·�WR�FKDQQHO

DQG�FRQWDLQ�FLWL]HQ·V�GHPDQGV�DQG�GHOD\�GLIILFXOW�GHFLVLRQV��6HOPDQ��������VXJJHVWV�WKDW� ORFDO�JRYHUQPHQWV

KDYH�VRPHWLPHV�XVHG�',3V� LQ�/$���SODQQLQJ�RQO\� DV� D�PHFKDQLVP� WR� UHLQIRUFH� WKHLU� VHUYLFH�GHOLYHU\� UROH

WKURXJK� JDLQLQJ� LPSURYHG� LQIRUPDWLRQ� DQG� WR� V\PEROLFDOO\� UHSUHVHQW� D� ZLGHU� UDQJH� RI� LQWHUHVWV� LQ� SROLF\

GHWHUPLQDWLRQ�

 

 :KR�IUDPHV �WKH�SUREOHP"

 $FURVV�WKH�FDVH�VWXGLHV��WKH�RUJDQLVHUV�DUH�PDLQO\�UHVSRQVLEOH�IRU�VHOHFWLQJ�WKH�LVVXH��RU�FKRRVLQJ�WKH�SROLF\�

WR�EH�FRQVLGHUHG�GXULQJ�',3V��$W�DOO�SROLF\� OHYHOV�� WKHUH�DUH�FDVHV�ZKHUH�',3V�KDYH�EHHQ�XVHG� WR�GHYHORS

JHQHUDO�HQYLURQPHQWDO�SROLFLHV��UHIOHFWLQJ�WKH�FURVV�VHFWRUDO�QDWXUH�RI�HQYLURQPHQWDO�LVVXHV��7KHVH�DUH�HLWKHU

IRU�SODQQLQJ�DFWLYLWLHV���RU�DUH� LQ�WKH�IRUP�RI� ¶HQYLURQPHQWDO�DFWLRQ�SODQV·� WKDW�KDYH�EHHQ�SUHSDUHG�IRU��RU

KDYH�HPHUJHG�IURP��WKH�(DUWK�6XPPLW�LQ���������+RZHYHU��DV�7DEOH���VKRZV��',3V�KDYH�DOVR�EHHQ�XVHG�IRU

D� UDQJH� RI� VHFWRU�VSHFLILF� HQYLURQPHQWDO� SROLFLHV�� ,Q� WKH� VRXWK�� WKHVH� KDYH� IRFXVHG� RQ� DJULFXOWXUH�� DLU

SROOXWLRQ��IRUHVWU\��ODQG�XVH�WHQXUH��OLYHVWRFN�DQG�ZLOGOLIH��,Q�WKH�QRUWK��DLU�SROOXWLRQ��ELRWHFKQRORJ\��HQHUJ\�

KD]DUGRXV�ZDVWH�GLVSRVDO��WUDQVSRUW�DQG�ZDWHU�SROOXWLRQ�KDYH�EHHQ�HPSKDVLVHG�

 7KURXJK�WKH�FKRLFH�RI�VXEMHFW�DUHD��RU�WKH�GHILQLWLRQ�RI�D�SUREOHP�LQ�D�SDUWLFXODU�ZD\�� WKH�RUJDQLVLQJ

DJHQFLHV� FDQ� IUDPH�',3V�E\�HVWDEOLVKLQJ�D�SDUWLFXODU�SROLF\�GLVFRXUVH���ZKHUH� WKHUH� LV� OLWWOH�RSSRUWXQLW\� WR

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������

 ��� 3ROLF\�PDNHUV�KDYH�EHHQ�LQYROYHG�LQ�55$�35$�DFWLYLWLHV� LQ�D�QXPEHU�RI�FDVHV� LQFOXGLQJ�VRPH�33$V�DQG� WKRVH
FDVHV� IURP� ,QGLD�3DNLVWDQ� ���� DQG� 0DGDJDVFDU�*XLQHD� ���� DQG�� ,Q� WKHVH� FDVHV�� WKH� H[SHULHQWLDO� OHDUQLQJ� RI
SROLF\PDNHUV�DV�IDFLOLWDWRUV�ZDV�FRQVLGHUHG�D�NH\�REMHFWLYH��*DYHQWD�DQG�5RELQVRQ��������)UHXGHQEHUJHU��������

 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�&DQDGD�������'HQPDUN�������6ZLW]HUODQG�������8.������DQG�86$������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�%ROLYLD������%XOJDULD�������&HQWUDO�$PHULFD������(TXDGRU��8.�����DQG������86$�����

DQG�=DPELD������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�%ROLYLD����DQG�����&DQDGD�������8.������DQG�86$�������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�%ROLYLD������%XOJDULD�������&KLOH������(FXDGRU������0H[LFR�����DQG�=DPELD������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�%ROLYLD�����DQG�8.������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�%XOJDULD�������&HQWUDO�$PHULFD������7KH�*DPELD�������8.�����DQG�����DQG�=LPEDEZH

�����
 ��� +DMHU������������GHILQHV�GLVFRXUVH�DV�¶D�VSHFLILF�HQVHPEOH�RI�LGHDV��FRQFHSWV�DQG�FDWHJRULVDWLRQV�WKDW�DUH�SURGXFHG�

UHSURGXFHG�DQG�WUDQVIRUPHG�LQ�D�SDUWLFXODU�VHW�RI�SUDFWLFHV�DQG�WKURXJK�ZKLFK�PHDQLQJ� LV�JLYHQ�WR�SK\VLFDO�DQG
VRFLDO�UHDOLWLHV·�



��

FKDOOHQJH�WKH�DVVXPSWLRQV�EHKLQG�WKH�LVVXHV�WKDW�DUH�EHLQJ�DGGUHVVHG�DQG�VR�UHFDVW�WKH�TXHVWLRQV��7KLV�ULVNV

IRVWHULQJ�D�W\SH�RI�¶SDUWLFLSDWLRQ·�ZKHUH�WKH�HQYLURQPHQWDO�SUREOHPV�DQG��E\�LPSOLFDWLRQ��WKHLU�VROXWLRQV�KDYH

DOUHDG\� EHHQ� GHILQHG� �=D]XHWD� ������� 7KH� GHJUHH� WR� ZKLFK� DFWRUV� FDQ� H[HUFLVH� FKRLFH� RYHU� WKHLU� YDULRXV

GLVFXUVLYH�SUDFWLFHV�DQG�IRUP�¶GLVFRXUVH�FRDOLWLRQV·�DURXQG�FRPPRQ�VWRU\OLQHV�ZLOO�GHSHQG�RQ�WKH�QDWXUH�RI

WKH�',3V�SURFHVV��3RWHQWLDOO\��VXFK�FRDOLWLRQV�FDQ�DWWHPSW�WR�VHFXUH�VXSSRUW�IRU�WKHLU�SDUWLFXODU�FRQVWUXFWLRQ

RI� UHDOLW\� WKURXJK� DUJXPHQWDWLYH� LQWHUDFWLRQ� LQ� D� VWUXJJOH� IRU� GLVFXUVLYH� KHJHPRQ\� �+DMHU� �������7DNLQJ� D

SRVLWLYH� YLHZ� RI� WKH� SRWHQWLDO� IRU� ',3V� SURFHVVHV� WR� FKDOOHQJH� IUDPLQJ� DVVXPSWLRQV�� +HDOH\� ������� ����

GHVFULEHV�',3V� DV� D� ¶GLVFXUVLYH� NH\·� WKDW� FDQ� WXUQ� WKH� VWRU\OLQH� RI� D� SROLF\� GHEDWH� IURP� RQH� DFFRXQW� WR

DQRWKHU��:KLOH�WKLV�PD\�RFFXU��LW�GRZQSOD\V�WKH�GRPLQDQFH��DQG�LQIOXHQFH�RQ�HQYLURQPHQWDO�SROLF\�PDNLQJ�

RI�ZHOO�HVWDEOLVKHG�GLVFXUVLYH�SUDFWLFHV�RI�GRPLQDQW�SOD\HUV��RIWHQ�UHSUHVHQWHG�E\�WKH�RUJDQLVLQJ�DJHQF\���)RU

H[DPSOH�� WKH� KHJHPRQ\� RI� VFLHQWLILF� DQG� UDWLRQDOLVWLF� GLVFRXUVHV� SRVLWLRQ� WKH� PRUDO�� HWKLFDO�� FXOWXUDO� DQG

EHKDYLRXUDO� GLPHQVLRQV� RI� HQYLURQPHQWDO� LVVXHV� DV� FRQWDLQLQJ� OLPLWHG� YDOXH�� HYHQ� ZLWKLQ� WKH� FRQWH[W� RI

SDUWLFLSDWRU\�HQYLURQPHQWDO�SROLF\�PDNLQJ�

 %XWWRQ� DQG�0DWWVRQ� ������� ����� GHVFULEH� WKH� FDVH� RI� D� ',3� LQ� 3RUWODQG�� 2UHJRQ�� 86$� ZKHUH� ¶WKH

SHUVSHFWLYH� RI� ODQG� DV� VRPHWKLQJ� WR� EH� FKHULVKHG� DQG� QRW� DV� VRPHWKLQJ� VLPSO\� WR� EH� XVHG� ZDV� FOHDUO\

PDUJLQDOLVHG�ZLWKLQ�WKH�FRQWH[W�RI�WKLV�KLJKO\�WHFKQRFUDWLF�GLVFXVVLRQ�RI�´UHVRXUFH�PDQDJHPHQWµ�·��7KLV�OHG

WR� D� UHSUHVHQWDWLYH� IURP� D�1DWLYH� $PHULFDQ� JURXS� SXEOLFO\� H[SUHVVLQJ� DQJHU� DW� EHLQJ� H[FOXGHG� IURP� WKH

SODQQLQJ� RI� WKH� HYHQW� ZKHUH� WKHUH� ZRXOG� KDYH� EHHQ� D� FKDQFH� WR� PRYH� WKH� IRUXP� DZD\� IURP� D� SXUHO\

WHFKQLFDO�GLVFRXUVH��7KH�FDVH�VKRZV�WKDW��DOWKRXJK�WKH�DJHQFLHV�RUJDQLVLQJ�',3V�PD\�QRW�EH�DEOH�WR��HLWKHU

LQWHQWLRQDOO\�RU�XQLQWHQWLRQDOO\��GLFWDWH�WKH�GLVFRXUVH�FRPSOHWHO\��E\�IUDPLQJ�WKH�HYHQW�VXFK�DJHQFLHV�DUH�DEOH

WR�KDYH�DQ�LPSRUWDQW�LQIOXHQFH�RQ�WKH�QDWXUH�RI�GHOLEHUDWLRQ�WKDW�WDNHV�SODFH��6LPLODUO\�� LQ�WKH�%UHFRQ�FDVH

�FDVH� ����� 7HZGZU�-RQHV� DQG� 7KRPDV� ������� EHOLHYH� WKDW� D� VLJQLILFDQW� FRQVWUDLQW� RQ� WKH� DUJXPHQWDWLRQ

SURFHVV�ZDV�WKDW�NH\�HOHPHQWV�RI�WKH�SROLF\�GLVFRXUVH��VXFK�DV�WKH�VWDWXV�RI�WKH� ¶QDWLRQDO�SDUN·�DQG�ZKDW�D

ORFDO� SODQ� FRXOG�RU� FRXOG�QRW� FRQWDLQ��ZHUH�QRQ�QHJRWLDEOH��7KHVH� LVVXHV�ZHUH� RXWVLGH� WKH� IUDPH�RI�ZKDW

',3V�KDG�EHHQ�VHW�XS� WR�GR�E\� WKH�RUJDQLVLQJ�DJHQF\� VR� WKH� UHVXOWV�RI� WKH�SURFHVV�FDQ�EH� OLQNHG�ZLWK� LWV

VWDUWLQJ�DVVXPSWLRQV��6WLUOLQJ�DQG�0DKHU�������

 

 0HWKRGRORJLFDO�FKDOOHQJHV

 7KH� FKRLFH� RI� PHWKRGV�� DQG� WKH� GHVLJQ� DQG� FRQWH[W� IRU� D� ',3V� SURFHVV� PD\� DFW� WR� UHLQIRUFH� SDUWLFXODU

IUDPLQJV�RI�WKH�LVVXH��:LWK�WKH�VXEMHFW�DUHD�IRU�GHOLEHUDWLRQ�LGHQWLILHG��WKH�ODQJXDJH�RI�GLVFXVVLRQ�VHW��DQG�WKH

RSWLRQV�IRU�IROORZ�XS�FRQVWUDLQHG��D�FORVHU�ORRN�DW�KRZ�PHWKRGV�DUH�XVHG�LQ�FRQWH[W�LV�UHTXLUHG�

 7KH�JURZLQJ�UDQJH�RI�PHWKRGV�DQG�WRROV�IRU�',3V�SURFHVVHV��VHH�$SSHQGL[����FOHDUO\�RIIHUV�D�SRWHQWLDO

IRU� H[SDQGLQJ� WKH� VFRSH� DQG� GHSWK� RI� GHOLEHUDWLRQ��0DQ\� FRPPHQWDULHV� LQ� WKH� FDVH� VWXGLHV� IRFXV� RQ� WKH

SRWHQWLDO� RI� WKHVH� PHWKRGV� WR� SURYLGH� DOWHUQDWLYHV� WR� WKH� FRQYHQWLRQDO� DSSURDFKHV� RI� HQYLURQPHQWDO

DSSUDLVDO��FRVW�EHQHILW�DQDO\VLV�DQG�ULVN�DVVHVVPHQW��7KH�LQFOXVLRQ�RI�D�ZLGHU�UDQJH�RI�VWDNHKROGHUV·�YLHZV��WKH

LQFRUSRUDWLRQ�RI�TXHVWLRQV�RI�YDOXH�DQG�HWKLFV�DQG�WKH�SRWHQWLDOV�IRU�UHIUDPLQJ�LVVXHV�WKURXJK�SURFHVVHV�RI
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 GHOLEHUDWLRQ�DUH�DOO�VHHQ�DV� LPSRUWDQW�FRQWULEXWLRQV��+RZHYHU� WKH�IRFXV�RQ�PHWKRGV�DQG� WRROV� LQ� LVRODWLRQ

SRWHQWLDOO\� OHDGV� WR� DQ� LPSOLFLW� DUJXPHQW� IRU� D� ¶SDUWLFLSDWRU\� IL[·� UHSODFLQJ� WKH� OLPLWDWLRQV� RI� SUHYLRXV

¶VFLHQWLILF·�RI�¶WHFKQLFDO�IL[HV·�WR�HQYLURQPHQWDO�SUREOHPV��:LWK�PDQ\�RUJDQLVLQJ�DJHQFLHV�HQJDJLQJ�LQ�',3V

DV�D�FRQVHTXHQFH�RI�SHUFHLYHG�LPSOHPHQWDWLRQ�IDLOXUHV��WKH�WHQGHQF\�WR�FUHDWH�DQRWKHU�PDQDJHULDO�VROXWLRQ�WR

FRPSOH[�GHFLVLRQ�SUREOHPV�LV�RIWHQ�DSSDUHQW�

 7KH�FDVH�VWXGLHV�H[DPLQHG� WDFNOHG�D� UDQJH�RI� HQYLURQPHQWDO�GHFLVLRQ�SUREOHPV�� IURP�KLJKO\� VSHFLILF�

UHODWLYHO\�XQFRQWHQWLRXV�LVVXHV�DW�D�ORFDO�OHYHO��WR�ZLGHU�QDWLRQDO��VRPHWLPHV�HYHQ�LQWHUQDWLRQDO��LVVXHV�ZKLFK

ZHUH�KLJKO\�GLVSXWHG��RIWHQ�ZLWK�SRZHUIXO�LQWHUHVW�JURXSV�DGRSWLQJ�SDUWLFXODU�SRVLWLRQV��7KXV��IRU�H[DPSOH�LQ

WKH� FDVH�RI� WKH�/RFDO�(QYLURQPHQWDO�$FWLRQ�3ODQ� GHYHORSHG� LQ� WKH�1HZ�)RUHVW� LQ� WKH�8.� �FDVH� ����� WKH

SUREOHP�ZDV�FLUFXPVFULEHG��WKH�LVVXH�RI�GHYHORSLQJ�D�VHW�RI�SULRULWLHV�IRU�WKH�(QYLURQPHQW�$JHQF\�UHODWLYHO\

XQFRQWHQWLRXV��DQG�WKH�UDQJH�RI�SRWHQWLDO�VWDNHKROGHUV�OLPLWHG��$Q�DSSDUHQWO\�HIIHFWLYH�SURFHVV�RI�LQFOXVLYH

GHOLEHUDWLRQ�UHVXOWLQJ� LQ�DQ�XQFRQWHVWHG�GHFLVLRQ�ZDV� WKHUHIRUH�SRVVLEOH��+RZHYHU�� VXFK�D�SURFHVV�GLG�QRW

DOORZ�D�ZLGHU�GHEDWH�²�IRU�H[DPSOH�ZKHWKHU�FRQVHUYDWLRQ�REMHFWLYHV�ZHUH�MXVWLILHG�JLYHQ�RWKHU�OLYHOLKRRG�RU

HFRQRPLF�FRQFHUQV�

 ,Q�RWKHU�VLWXDWLRQV�SDUWLFLSDWRU\�SURFHVVHV�PD\�IORXQGHU��LQ�SDUW�EHFDXVH�WKH�PHWKRGV�XVHG�HQFRXUDJHG

D�PRUH�RSHQ��KROLVWLF�DVVHVVPHQW�RI�LVVXHV��)RU�H[DPSOH�� LQ�=LPEDEZH��WKH�'LVWULFW�(QYLURQPHQWDO�$FWLRQ

3ODQQLQJ�SURFHVV� LV�FRRUGLQDWHG�E\� WKH�'HSDUWPHQW�RI�1DWXUDO�5HVRXUFHV� LQ� WKH�0LQLVWU\�RI�(QYLURQPHQW

�FDVH������'HVSLWH� WKH� LQYROYHPHQW�RI�D� UDQJH�RI�RWKHU� OLQH�PLQLVWULHV�� FLYLO� VRFLHW\�RUJDQLVDWLRQV�DQG� ORFDO

SHRSOH�LQ�WKH�SURFHVV��WKH�IRFXV�UHPDLQV�RQ�HQYLURQPHQWDO�DQG�UHVRXUFH�PDQDJHPHQW�TXHVWLRQV�DW�D�GLVWULFW

OHYHO��$OWKRXJK�WKH�SODQV�PD\�WKURZ�XS�FRQWUDGLFWLRQV�ZLWK�QDWLRQDO� OHJLVODWLYH�DUUDQJHPHQWV�� WKHVH�FDQQRW

EH�GHDOW�ZLWK�LQ�WKH�FRQWH[W�RI�D�GLVWULFW�SODQ��QRU�FDQ�RWKHU�LVVXHV�RXWVLGH�WKH�SDUWLFXODU�GHSDUWPHQWDO�DUHD�RI

UHVSRQVLELOLW\�� 7KH� SDUWLFLSDWRU\� DSSUDLVDOV� FDUULHG� RXW� E\� ORFDO� SHRSOH� LQ� FROODERUDWLRQ� ZLWK� JRYHUQPHQW

RIILFLDOV�YHU\�RIWHQ�LGHQWLI\�SULRULWLHV�WKDW�OLH�RXWVLGH�WKH�HQYLURQPHQWDO�UHPLW�RI�WKH�RUJDQLVLQJ�DJHQF\��7KLV

KDV� SUHVHQWHG� SUREOHPV� DQG� DOO� WKDW� FDQ� EH� GRQH� LV� WR� SDVV� RQ� WKH� UHVXOWV� WR� RWKHUV� LQ� WKH� KRSH� �DOPRVW

DOZD\V�XQIXOILOOHG��WKDW�WKH\�ZLOO�GHDO�ZLWK�WKHP�

 ,Q�RWKHU�FDVHV�',3V�KDYH�WDFNOHG�KLJKO\�FRQWHQWLRXV�LVVXHV�ZKLFK�FDUU\�ZLWK�WKHP�EURDGHU�SROLWLFDO�RU

FRPPHUFLDO� LPSOLFDWLRQV�� 7KXV�� IRU� H[DPSOH�� WKH� GHYHORSPHQW� RI� QDWLRQDO� VXVWDLQDEOH� GHYHORSPHQW� SODQV

PD\�LPSO\�IXQGDPHQWDO�VKLIWV�LQ�SROLF\�IRU�WKH�JRYHUQPHQW����6LPLODUO\��WKH�XVH�RI�FRQVHQVXV�FRQIHUHQFHV�DQG

FLWL]HQ�MXULHV�IRU�WKH�GLVFXVVLRQ�RI�QHZ�ELRWHFKQRORJLHV�DQG�JHQHWLFDOO\�PRGLILHG�IRRGV�HQWHU�D�KLJKO\�FKDUJHG

SROLWLFDO�GHEDWH��ZLWK�PDMRU� LQGXVWULDO�DQG�FRPPHUFLDO� LQWHUHVWV�ZLWK�D�VLJQLILFDQW�VWDNH� LQ� WKH�RXWFRPHV�RI

DQ\�GHOLEHUDWLRQ����:KLOH�XVHIXO�DQG�LQIRUPHG�GLVFXVVLRQV�PD\�WDNH�SODFH�ZLWKLQ�WKH�',3V�FRQWH[W��ZKLFK�LQ

WKH�ORQJHU�WHUP�PD\�KHOS�WR�UHIUDPH�WKH�GHEDWH�DQG�FUHDWH�D�QHZ�GLVFRXUVH�LQIRUPLQJ�DFWLRQ��WKH�SURFHVVHV

RI�GHOLEHUDWLRQ� LQ� WKHPVHOYHV�PD\�QRW� EH� VXIILFLHQW� WR� FUHDWH� FRQVHQVXDO� GHFLVLRQV��7KH� FKDOOHQJH� LQ� VXFK

VHWWLQJV��WKHUHIRUH��LV�WR�OLQN�',3V�WR�EURDGHU�SURFHVVHV�RI�SROLF\�FKDQJH��ZKHUH�QHJRWLDWLRQV�RYHU�FRQIOLFWLQJ

LQWHUHVWV�DQG�YDOXHV�FDQ�RFFXU�ZLWKLQ�D�ZLGHU�SROLWLFDO�SURFHVV�

�����������������������������������������������������

 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�(FXDGRU������=DPELD������DQG�(WKLRSLD������
 ��� )RU�H[DPSOH��WKH�FDVHV�IURP�WKH�8.������DQG�'HQPDUN������
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 7KH�VFDOH�DW�ZKLFK�WKH�',3V�SURFHVV�LV�XQGHUWDNHQ�LV�DQRWKHU�LPSRUWDQW�PHWKRGRORJLFDO�FKDOOHQJH��7KH

',3V�LQ�7DEOH���KDYH�EHHQ�XVHG�DW�LQWHUQDWLRQDO��QDWLRQDO��UHJLRQDO�RU�ORFDO�VFDOHV��,Q�WKH�QRUWK��ZKLOH�QDWLRQDO

DQG�UHJLRQDO� LVVXHV�KDYH�EHHQ�GLVFXVVHG�ZLWKLQ�',3V��WKHVH�SURFHVVHV�KDYH� WHQGHG� WR�IRFXV�RQ�GHYHORSLQJ

ORFDO�HQYLURQPHQWDO�SROLFLHV�LQ�PXQLFLSDOLWLHV��GLVWULFWV��FRXQWLHV�DQG�SURWHFWHG�DUHDV��,Q�WKH�VRXWK��ZKLOH�ORFDO

DQG� UHJLRQDO�SROLFLHV�KDYH� UHFHLYHG� DWWHQWLRQ�� WKHUH�KDV�EHHQ� IDU�PRUH�RI� DQ� HPSKDVLV�RQ�XVLQJ�',3V� IRU

QDWLRQDO� SROLF\� GHYHORSPHQW�� 7KH� RQO\� FDVH� ZKHUH�',3V� ZHUH� IRXQG� WR� EH� XVHG� IRU� LQWHUQDWLRQDO� SROLF\�

PDNLQJ�ZDV�LQ�&HQWUDO�$PHULFD��FDVH�����%XW�ZKDW�VFDOH�LV�PRVW�DSSURSULDWH�IRU�DQ�HIIHFWLYH�',3V�SURFHVV"�,W

LV� DUJXHG� E\� VRPH� FRPPHQWDWRUV� WKDW� FLWL]HQV� KDYH� D� SDUWLFXODU� ULJKW� WR� SDUWLFLSDWH� LQ� GHWHUPLQLQJ� ORFDO

HQYLURQPHQWDO�SROLFLHV��ZKHUH�FLWL]HQV�ZLOO�EH�DEOH�WR�FRQWULEXWH�WKHLU�¶H[SHUW·�NQRZOHGJH�RI�WKHLU�ORFDOLW\��VHH

6HFWLRQ� ������ :KHUH� ',3V� DUH� XVHG� IRU� UHJLRQDO� RU� QDWLRQDO� SROLFLHV�� FKDOOHQJHV� UHJDUGLQJ� SDUWLFLSDQW

UHSUHVHQWDWLRQ��DFFRXQWDELOLW\�DQG�PRWLYDWLRQ�DUH�OLNHO\�WR�EH�H[DFHUEDWHG��)RU�H[DPSOH��5LSSH�DQG�6FKDEHU

������� EHOLHYH� WKDW�� EHFDXVH� RI� WKH� SRWHQWLDO� LQIOXHQFH� RI� OREE\LQJ� E\� SRZHUIXO� SROLWLFDO� RU� FRPPHUFLDO

LQWHUHVW�JURXSV��',3V�PD\�EH�KHOSIXO�DV�FRQVXOWLQJ�IRUD�DW�WKH�ORFDO�OHYHO�EXW�DUH�DQ�LQDSSURSULDWH�PHFKDQLVP

IRU�QDWLRQDO�SROLF\�PDNLQJ��2Q�WKH�RWKHU�KDQG��KRZHYHU��WKH�FKDOOHQJHV�RI�SDUWLFLSDWLRQ�DUH�SHUKDSV�JUHDWHVW

DW� UHJLRQDO� DQG� QDWLRQDO� OHYHO�� +HUH� FLWL]HQ� SDUWLFLSDWLRQ� LV� OHDVW� FRPPRQ� DQG� FRQFHUQV� UHJDUGLQJ� SROLF\

HIIHFWLYHQHVV��XQFHUWDLQW\��OHJLWLPDF\�DQG�MXVWLFH�DUH�WKH�JUHDWHVW�

 

 0XOWLSOH�H[SHUWLVHV

 3DUWLFLSDWRU\�PHWKRGV�DUH�RI�FRXUVH�QRW�DQ�DOWHUQDWLYH� WR�VFLHQWLILF�H[SHUWLVH�RU�PRUH� WHFKQLFDO� DVVHVVPHQW

SURFHGXUHV�� EXW� KRZ� WKH\� DUH� FRPELQHG� ZLWK� WKHVH� LV� FUXFLDO�� 2QH� DUJXPHQW� IRU� D� PRUH� SDUWLFLSDWRU\

DSSURDFK� LV� WKDW� DOWHUQDWLYH� H[SHUWLVHV� FDQ� HQWHU� WKH� GHEDWH��:LWK� D� OHYHO� SOD\LQJ� ILHOG� IRU� FRPPXQLFDWLYH

GHOLEHUDWLRQ��WKHUH�FDQ�EH�DQ�RSHQLQJ�XS�RI�DOWHUQDWLYHV��LW�LV�DUJXHG��6FLHQFH�FDQ�SOD\�DQ�LPSRUWDQW�UROH��EXW

QRW� QHFHVVDULO\� D� GRPLQDQW� RQH�� +RZHYHU�� DV� DOUHDG\� GLVFXVVHG�� WKLV� DVVXPHV� SRZHU� UHODWLRQV� EHWZHHQ

GLIIHUHQW�IRUPV�RI�H[SHUWLVH�DUH�XQSUREOHPDWLF��DQG�WKDW�FRQVHQVXDO�UHVROXWLRQ�RI�FRQIOLFWLQJ�SHUVSHFWLYHV�LV

SRVVLEOH��+RZHYHU��ZKHUH�DOWHUQDWLYH�IUDPLQJV�RI�DQ�LVVXH��GUDZLQJ�RQ�GLIIHUHQW�IRUPV�RI�H[SHUWLVH��UHVXOW�LQ

LQFRPPHQVXUDEOH� YLVLRQV�� DQ� HDV\� VROXWLRQ� PD\� QRW� EH� SRVVLEOH�� +HUH� SRZHU� UHODWLRQV� DUH� NH\�� DQG� WKH

GRPLQDQFH�RI�SDUWLFXODU�IRUPV�RI�H[SHUWLVH�PD\�EHFRPH�DSSDUHQW�

 $FURVV�WKH�FDVH�VWXGLHV��VFLHQWLVWV�DQG�RWKHU�¶H[SHUWV·�HQWHU�D�',3V�SURFHVV�LQ�GLIIHUHQW�ZD\V��,Q�VRPH

FDVHV��VFLHQWLVWV�DUH�FDOOHG��IRU�H[DPSOH�WR�MXULHV��DV�H[SHUW�ZLWQHVVHV��:KLOH�WKH�¶IDFWV·�WKDW�DUH�RIIHUHG�PD\�EH

GLVSXWHG�E\�WKH�SDUWLFLSDQWV�� WKLV�PD\�EH�GLIILFXOW�JLYHQ� WKH� WHFKQLFDO�QDWXUH�RI� WKH� LVVXH�DW�KDQG��,Q�RWKHU

FDVHV��DOWHUQDWLYH�VFLHQWLILF�SHUVSHFWLYHV�DUH�SUHVHQWHG�DV�D�UHVXOW�RI�UHVHDUFK�FDUULHG�RXW�E\�OD\�SXEOLFV��EXW�DUH

SUHVHQWHG�E\�D�VFLHQWLVW�DGYRFDWH�LQ�WKH�ODQJXDJH�DQG�WHUPLQRORJ\�RI�FRQYHQWLRQDO�VFLHQWLILF�GLVFRXUVH��7KLV

PD\�RIIHU�WKH�RSWLRQ�IRU�DOWHUQDWLYH�YLHZSRLQWV�WR�EH�SUHVHQWHG��FI��¶KRXVHZLIH�HSLGHPLRORJ\�DQG�WR[LF�ZDVWH�

+,9�$,'6� UHVHDUFK��� EXW� WKH� VXEVHTXHQW� GHOLEHUDWLRQ� LV� IUDPHG� E\� PRGHV� RI� DUJXPHQWDWLRQ� URRWHG� LQ

VFLHQFH�

 ,Q� RWKHU� VLWXDWLRQV� �SHUKDSV� LQ� WKH�PDMRULW\� RI� FDVHV��� WKH� UROH� RI� IRUPDO� VFLHQWLILF� H[SHUWLVH� LV�PRUH

RSDTXH��,Q�WKHVH�FDVHV�WHFKQLFDO�H[SHUWV�DUH�SDUW�RI�WKH�EURDGHU�SDUWLFLSDWRU\�HQTXLU\�²�PHPEHUV�RI�DSSUDLVDO
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WHDPV��SDUW�RI�VWDNHKROGHU�JURXSV�HWF��²�EXW�WKHLU�UROH�LQ�WKH�SURFHVV�LV�RIWHQ�XQSUREOHPDWLVHG��,Q�WKH�35$

OLWHUDWXUH� WKHUH� LV�PXFK� WDON� DERXW� WKH� LPSRUWDQFH�RI�SURIHVVLRQDO� UHYHUVDOV��RI� ¶KDQGLQJ�RYHU� WKH� VWLFN·� WR

SRRU�SHRSOH�GXULQJ�SDUWLFLSDWRU\�DSSUDLVDOV��EXW�WKH� LPSOLFDWLRQV�RI�WKLV�DUH�RIWHQ�QRW�VHHQ� WKURXJK��:KLOH

WKH� YLVXDO� PHWKRGV� RI� 35$� PD\� RIIHU� WKH� SRWHQWLDOV� IRU� DOWHUQDWLYH� SHUVSHFWLYHV� WR� EH� DSSUHFLDWHG�� DQG

SURIHVVLRQDO�VKLIWV�WR�RFFXU��LQ�SUDFWLFH�YHU\�RIWHQ�WKH�HQG�UHVXOW�RI�D�35$�LQ�WKH�FRQWH[W�RI�D�GHYHORSPHQW

SODQQLQJ�RU�SROLF\�H[HUFLVH�LV�D�UHSRUW��,Q�WKH�WUDQVODWLRQ�RI�ILHOG�H[SHULHQFHV�WR�D�UHSRUW�WR�EH�GHOLYHUHG�WR�D

JRYHUQPHQW�RIILFH�RU�DLG�DJHQF\��WKH�LPSOLFLW�DVVXPSWLRQV�RI�WKH�H[SHUW�SDUWLFLSDQWV��RIWHQ�WKH�PRUH�OLWHUDWH

DQG�OLNHO\�WKH�SULPDU\�DXWKRUV��LV�DOO�WRR�DSSDUHQW��$�UDQJH�RI�FDVH�VWXGLHV�²�ZKHWKHU�GLVWULFW�HQYLURQPHQWDO

SODQV�RU�SRYHUW\�DVVHVVPHQWV�²�FRQWDLQV�ZLWKLQ�WKHP�DVVXPSWLRQV�DERXW�HQYLURQPHQWDO�LVVXHV�ZKLFK�GHULYH

IURP�FRQYHQWLRQDO�¶H[SHUW·�QRWLRQV�RI�WKH�SUREOHP����7KXV��ZLWKRXW�PRUH�H[SOLFLW�DWWHQWLRQ�WR�WKH�LQWHUDFWLRQ

RI�GLIIHUHQW� IRUPV�RI� WHFKQLFDO�H[SHUWLVH��GHULYLQJ�IURP�GLIIHUHQW� IUDPLQJV�RI� WKH� LVVXH�� WKH�UDQJH�RI�',3V

PHWKRGV�WKHPVHOYHV�DUH�LQVXIILFLHQW�

 

 (WKLFV��YDOXHV�DQG�LVVXHV�RI� MXVWLFH��H[WHQGLQJ�WKH�IUDPH�RI�GHFLVLRQ�PDNLQJ

 3HUKDSV�WKH�PRVW�LPSRUWDQW�FRQWULEXWLRQ�RI�',3V�PHWKRGV�LV�WKDW�WKH\�EULQJ�LQWR�WKH�GHEDWH�ZLGHU�TXHVWLRQV

RI� HWKLFV� DQG� YDOXHV�� OLQNHG� WR� GHEDWHV� DURXQG� ULJKWV�� MXVWLFH� DQG�PRUDOLW\�� 7KH� HQWU\� RI� VXFK� LVVXHV� LQWR

HQYLURQPHQWDO� SROLF\�PDNLQJ� H[WHQGV� WKH� GHEDWH� EH\RQG� WHFKQLFDO� DVVHVVPHQWV� �IURP� ZKDWHYHU� IUDPLQJ

SRVLWLRQ��� %XW� SROLF\�PDNLQJ� SURFHVVHV� DUH� SRRU� DW� GHDOLQJ� ZLWK� VXFK� TXDOLWDWLYH� LVVXHV� RI� SHUVRQDO� RU

FROOHFWLYH�MXGJHPHQW��7KH�DGPLQLVWUDWLYH�PDFKLQHU\�RI�GHFLVLRQ�PDNLQJ�FDQ�GHDO�ZLWK�FRVW�EHQHILW�DQDO\VHV�RU

ULVN�DVVHVVPHQWV�ZLWK�UHODWLYH�HDVH��DQG�FDQ�HYHQ�DGDSW�WR�FRSH�ZLWK�PRUH�TXDOLWDWLYH�LQSXWV�LI�GHOLYHUHG�LQ�D

SDUWLFXODU�ZD\� �VXFK� DV� UDQNLQJV��PXOWL�FULWHULD� DVVHVVPHQWV� DQG� VR�RQ���7KH�GDQJHU�RI�',3V� EHLQJ� VLPSO\

LJQRUHG� EHFDXVH� WKH\� DUH� GHOLYHULQJ� WKH� ZURQJ� W\SH� RI� LQIRUPDWLRQ� ZKLFK� FDQQRW� EH� DFFRPPRGDWHG� E\

EXUHDXFUDWLF�SURFHVVHV�RI�GHFLVLRQ�PDNLQJ�DERXW�HQYLURQPHQWDO�SROLF\�LV�YHU\�UHDO��:KLOH�LW�ZDV�GLIILFXOW� WR

PDNH�DVVHVVPHQWV�RI�¶LPSDFW·�IURP�WKH�FDVH�VWXG\�PDWHULDO�H[DPLQHG��WKHUH�LV�SOHQW\�RI�DQHFGRWDO�HYLGHQFH�WR

VXJJHVW�WKDW�SDUWLFLSDWRU\�SURFHVVHV�FDQ�HDVLO\�EH�E\�SDVVHG��RU�EH�VHHQ�VLPSO\�DV�¶DGG�RQV·�WR�D�PDLQVWUHDP

DSSURDFK�� 7KH� WHQVLRQ� EHWZHHQ� TXDQWLWDWLYH�� HFRQRPLFV� GULYHQ� SRYHUW\� DVVHVVPHQWV� DQG� SDUWLFLSDWRU\

SRYHUW\�DVVHVVPHQWV�LQLWLDWHG�E\�WKH�:RUOG�%DQN�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV�LV�RQH�H[DPSOH�

 7KH� H[FOXVLRQ�RI�EURDGHU� FRQFHUQV� EHFRPHV� UHLQIRUFHG�� LI� SROLF\�PDNLQJ� LV� FRQFHLYHG� RI� DV� UDWLRQDO�

PDQDJHULDOLVW� GHFLVLRQ�PDNLQJ� RQ� WKH� EDVLV� RI� REMHFWLYH� LQIRUPDWLRQ��:LWK� WKLV� OLQHDU� YLHZ� RI� WKH� SROLF\

SURFHVV��QRUPDWLYH�MXGJHPHQWV�WKDW�JR�EH\RQG�WKLV��LW�LV�DUJXHG��VKRXOG�EH�GHDOW�ZLWK�HOVHZKHUH�WKURXJK�ZKDW

DUH�VHHQ�DV�VHSDUDWH�SROLWLFDO�SURFHVVHV��$V�GLVFXVVHG��PRVW�FDVHV�LQYROYHG�WKH�HPSOR\PHQW�RI�',3V�PHWKRGV

LQ�DQ�HVVHQWLDOO\� LPSOHPHQWDWLRQ�GULYHQ�DSSURDFK�� DQG� LPSOLFLWO\� UHVWDWH� WKLV� GLYLGH��ZLWK�SROLWLFV�� HWKLFV�RU

PRUDO�YDOXHV�OHIW�RXWVLGH�WKH�DJHQGD��:KHQ�ZLGHU�LVVXHV�ZHUH�RSHQHG�XS�²�DV�LQ�WKH�FDVH�RI�WKH�/DQFDVKLUH

&RXQW\�&RXQFLO� VXVWDLQDEOH�GHYHORSPHQW�VWUDWHJ\�²� WKLV�SUHVHQWHG�PDMRU�FKDOOHQJHV� IRU� WKH�ZD\� VXFK�FRUH

FRQFHSWV�DV�¶VXVWDLQDELOLW\·�ZHUH�VHHQ��DQG�UHVXOWHG�LQ�D�IXQGDPHQWDO�UHIUDPLQJ�RI�WKH�LVVXH��0FQDJKWHQ�HW�DO�

�������+HUH�WKH�LPSRUWDQFH�RI�WKH�',3V�SURFHVV��IDFLOLWDWHG�WKURXJK�D�YDULHW\�RI�PHWKRGV��ZDV�LPSRUWDQW��,Q

�����������������������������������������������������

 ��� )RU�H[DPSOH�WKH�FDVHV�LQ�8JDQGD������(FXDGRU�����DQG�=LPEDEZH������
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PDQ\� FDVHV�� LW� LV� WKH� ORQJHU� WHUP� LPSDFWV� RI� HQJDJHPHQW� ZLWK� D�',3V� SURFHVV� ²� IRU� WKH� ZKROH� UDQJH� RI

VWDNHKROGHUV��DQG�WKH�RUJDQLVLQJ�DJHQF\�LQ�SDUWLFXODU�²�WKDW�PD\�EH�SDUWLFXODUO\�VLJQLILFDQW��:KLOH�WKH�RXWSXWV

RI�GHOLEHUDWLRQV�PD\�EH�LJQRUHG��WKHUH�PD\�EH�SRWHQWLDOV�IRU�FUHDWLQJ�QHZ�ZD\V�RI�WDONLQJ�DERXW�DQ�LVVXH��DQG�

WKURXJK�WKH�SURFHVV��WKH�FUHDWLRQ�RI�QHZ�QHWZRUNV�RI�DFWRUV��OLQNHG�WR�GLIIHUHQW�SROLF\�FRPPXQLWLHV��,Q�WKH

ORQJHU� WHUP�� WKLV� PD\� UHVXOW� LQ� WKH� HPHUJHQFH� RI� QHZ� SROLF\� GLVFRXUVHV�� DURXQG� QHZ� FRDOLWLRQV� RU

FRPPXQLWLHV�

 

 ,QVWLWXWLRQDO�FRQWH[WV

 7KXV�� ZKLOH� WKH� ',3V� PHWKRGV� PD\� RIIHU� WKH� SRWHQWLDO� IRU� VXFK� IXQGDPHQWDO� VKLIWV�� LW� LV� WKH� SDUWLFXODU

LQVWLWXWLRQDO�FRQWH[W��LQFOXGLQJ�WKH�OHYHO�RI�UHVRXUFHV��WKH�QDWXUH�RI�IDFLOLWDWLRQ��VHH�EHORZ��ZKLFK�LV�NH\��',3V

SURFHVVHV�DQG�LQVWLWXWLRQDO�VHWWLQJV�DUH�LQHYLWDEO\�GHHSO\�LQWHUWZLQHG��7KH�LQWHUDFWLRQ�RI�SDUWLFXODU�LQWHOOHFWXDO

DQG� LQVWLWXWLRQDO� RUGHULQJV� UHVXOW� LQ� SDUWLFXODU� FKRLFHV� RI�PHWKRGV� DQG� IRUPV� RI� DSSOLFDWLRQ��ZLWK� GLYHUVH

FRQVHTXHQFHV��7KH�GLVHQWDQJOLQJ�RI�WKH�VKDUHG�FRPPLWPHQWV�RI�RUJDQLVLQJ�DJHQFLHV�DQG�',3V�SDUWLFLSDQWV�LV

WKHUHIRUH�HVVHQWLDO��7KH�FDVH�VWXGLHV�RIWHQ�VKRZHG�WKH�LPSULQW�RI�WKH�RUJDQLVLQJ�DJHQF\�RQ�WKH�RXWFRPHV�RI

WKH�',3V�SURFHVV��PHGLDWHG�WKURXJK�D�UDQJH�RI�¶SDUWLFLSDWRU\·�PHWKRGV��7KH�SRWHQWLDOV�IRU�PRUH�IXQGDPHQWDO

VKLIWV�LQ�SROLF\�WKLQNLQJ�DQG�DFWLRQ�DUH�WKXV�IXQGDPHQWDOO\�FRQVWUDLQHG�WKURXJK�D�SURFHVV�RI�FR�FRQVWUXFWLRQ

RI�SUREOHPV�DQG�VROXWLRQV�FUHDWHG�E\�WKH�XVH�RI�',3V�PHWKRGV�LQ�SDUWLFXODU�LQVWLWXWLRQDO�FRQWH[WV�

 6R�ZKR�VKRXOG�IDFLOLWDWH�D�',3V�SURFHVV�LQ�RUGHU�IRU�VXFK�NH\�GLOHPPDV�WR�EH�DGGUHVVHG"�6WHZDUW�������

DUJXHV�WKDW�',3V�VKRXOG�EH�UXQ�E\�LQGHSHQGHQW�RUJDQLVDWLRQV�ZKRVH�UHSXWDWLRQ�GHSHQGV�RQ�PDLQWDLQLQJ�WKH

LQWHJULW\�RI�WKH�SURFHVV��+RZHYHU��WKLV�OHDGV�WR�TXHVWLRQV�RI�SRWHQWLDO�LPSDFW��&KHVV�DQG�3XUFHOO��������DUJXH

WKDW�WKH�JUHDWHU�WKH�LQGHSHQGHQFH�RI�',3V�IURP�DJHQF\�FRQWURO��WKH�JUHDWHU�LQIOXHQFH�WKH�SURFHVVHV�DUH�OLNHO\

WR� KDYH� RQ� SROLF\� GHFLVLRQV�� 5LSSH� DQG� 6FKDEHU� �������� RQ� WKH� RWKHU� KDQG�� UHFRJQLVH� WKH� SUREOHPV� RI

LQVWLWXWLRQDOLVHG� ',3V�� EXW� EHOLHYH� WKDW� SROLF\� LQIOXHQFH� ZLOO� EH� PLQLPDO� XQOHVV� WKHVH� SURFHVVHV� DUH� IXOO\

LQFRUSRUDWHG�� 3HUKDSV� WKH� NH\� LVVXH� LV� WKH� QHHG� WR� FUHDWH�PRUH� UHIOH[LYH� FDSDFLW\� ZLWKLQ� DQ\� LQVWLWXWLRQDO

VHWWLQJ�� 7KLV� UHTXLUHV� VHWWLQJ� XS� SURFHVVHV�ZKLFK� DUH� H[SOLFLW� DERXW� GLYHUVH� IUDPLQJV�� ZKLFK� DUH� UHIOHFWLYH

DERXW� WKH�UROH�RI�H[SHUWV�RI�GLIIHUHQW�VRUWV��DQG� WKDW�DUH�DEOH� WR�PDQDJH�D�SURFHVV�ZKLFK� OLQNV� LQWR�SROLF\

FKDQJH�SURFHVVHV�LQ�ZD\V�WKDW�WKH�RXWFRPHV�RI�',3V�SURFHVVHV�DUH�QRW�E\�SDVVHG�

 $V�GLVFXVVHG� HDUOLHU� RQH� RI� WKH� NH\� UHTXLUHPHQWV� RI� DQ� HIIHFWLYH�',3V� SURFHVV� LV� WUDQVSDUHQF\�� 7KLV

HQFRXUDJHV�WUXVW� LQ� WKH�SURFHVV��DQG�DOORZV� WKH�FURVV�FKHFNLQJ��YDOLGDWLRQ�DQG�DXGLWLQJ�RI� LQIRUPDWLRQ�DQG

GHFLVLRQV�� 8QOLNH� RWKHU� GHFLVLRQ�PDNLQJ� PHWKRGV�� ',3V� PHWKRGV� �VHH� $SSHQGL[� $�� DUH� RIWHQ� KLJKO\

FRQWLQJHQW�� DQG�QRW� UHSOLFDEOH� LQ� WKH� VDPH�ZD\� IRUPDO� VXUYH\V�RU�TXDQWLWDWLYH� DVVHVVPHQWV�SRWHQWLDOO\� DUH�

7KH� FRQWH[WXDO� FRQWLQJHQF\� RI� VXFK� PHWKRGV�� KRZHYHU�� LV� D� JUHDW� SDUW� RI� WKHLU� VWUHQJWK� DQG� JLYHQ� WKH

LPSRUWDQW�REMHFWLYHV�RI�GHOLEHUDWLRQ�DQG�LQFOXVLRQ�VKRXOG�QRW�EH�GHQLHG��%XW�IRU�WKH�LQIRUPDWLRQ�HPHUJLQJ

WR� EH� ZLGHO\� DFFHSWHG� ²� HVSHFLDOO\� DPRQJ� VFHSWLFV� PRUH� DFFXVWRPHG� WR� FRQYHQWLRQDO�� QRQ�SDUWLFLSDWRU\

PRGHV�RI�GHFLVLRQ�PDNLQJ�²�HIIRUWV�WR� OD\�GRZQ�DQ�H[SOLFLW�DQG�WUDQVSDUHQW� ¶DXGLW� WUDLO·�EHIRUH��GXULQJ�DQG

DIWHU�D�',3V�HYHQW�LV�NH\��7KLV�ZRXOG�DOORZ�WKH�DXGLWLQJ�RI�ERWK�GHFLVLRQ�RXWFRPHV�DQG�SURFHVVHV�LQ�D�FOHDU

DQG�WUDQVSDUHQW�ZD\��$OWKRXJK�LQFRPSOHWH�GRFXPHQWDWLRQ�ZDV�DYDLODEOH�IRU�PRVW�RI�WKH�FDVHV�H[DPLQHG��WKLV
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LGHDO�ZDV�QRW�UHDFKHG�IXOO\�LQ�DQ\�RI�WKH�H[DPSOHV�ORRNHG�DW��5HSUHVHQWDWLRQ�RI�LQIRUPDWLRQ�DQG�DQDO\VLV�RI

UHVXOWV�ZDV�DOPRVW�LQYDULDEO\�UDWKHU�RSDTXH��OHDYLQJ�D�JUHDW�GHDO�WR�WKH�WUXVW�RI�WKH�UHDGHU�LQ�WKH�IDFLOLWDWRUV�RI

WKH�SURFHVV�DQG�WKH�DXWKRUV�RI�WKH�VXEVHTXHQW�UHSRUW�

 

 5HVRXUFH�FRQVWUDLQWV

 ',3V�SURFHVVHV�PD\� WDNH�XS� VXEVWDQWLDO� UHVRXUFHV�� LQFOXGLQJ�FRVWV�� WLPH�DQG� VWDII��7KHVH� FDQ�KDYH� D� ODUJH

LPSDFW�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�LQFOXVLRQ�DQG�GHOLEHUDWLRQ�WKDW�WDNHV�SODFH��$OWKRXJK�SURSRQHQWV�RI�',3V

FODLP� WKDW� ¶EHWWHU·� GHFLVLRQV� ZLOO� UHGXFH� FRVWV� LQ� WKH� ORQJ� UXQ�� WKH� VKRUW�WHUP� FRVWV� RI� SDUWLFLSDWRU\

HQYLURQPHQWDO�SROLF\�PDNLQJ�FDQ�EH�ODUJH��:DUG��������(YLGHQFH�VXJJHVWV�WKH�UHVRXUFHV�UHTXLUHG�WR�IDFLOLWDWH

VRPH�W\SHV�RI�',3V�DUH�KLJK�DQG�VWDII�LQWHQVLYH����$V�7HZGZU�-RQHV�DQG�7KRPDV��������LGHQWLI\�LQ�%UHFRQ

�FDVH������UHVRXUFH�OLPLWDWLRQV�KDYH�VRPHWLPHV�OHG�WR�FRPSURPLVHV�LQ�WKH�XVH�',3V�SUDFWLFHV��:KLOH�WKLV�LV�DQ

LVVXH�IRU�DOO�RUJDQLVLQJ�DJHQFLHV��UHVRXUFH�FRQVWUDLQWV�DUH�SDUWLFXODUO\�OLNHO\�IRU�WKRVH�LQLWLDWLQJ�DQG�XVLQJ�',3V

LQ�VRXWKHUQ�FRXQWULHV�

 7KH�WLPH�VFDOH�RYHU�ZKLFK� WKHVH�SURFHVVHV�DUH�XVHG�� DQG� WKH� WUHDWPHQW�RI� WLPH�ZLWKLQ� WKHP��DUH� DOVR

LPSRUWDQW��/HXUV�������6WLUOLQJ�DQG�0DKHU��������7KHUH�LV��IRU�H[DPSOH��IUHTXHQWO\�D�SUHVVXUH�WR�PDNH�TXLFN

GHFLVLRQV�DQG�',3V�DUH�VRPHWLPHV�VHHQ�DV�WLPH�LQWHQVLYH�SURFHVVHV�FUHDWLQJ�H[FHVVLYH�GHOD\��+RZHYHU�� WKLV

SHUFHSWLRQ� SDUWO\� PLVXQGHUVWDQGV� WKH� DSSURDFK� EHFDXVH� WKH� GHOHJDWLRQ� RI� DUHDV� RI� GHFLVLRQ�PDNLQJ�� VWLOO

EDVHG� RQ� GHOLEHUDWLRQ� DQG� LQFOXVLRQ�� FDQ� IUHTXHQWO\� VSHHG� XS� WKH� SURFHVV� DQG�� GHSHQGLQJ� RQ� WKH� SRZHUV

JLYHQ�WR�LW��',3V�FDQ�HYHQ�EH�TXLFNHU�WKDQ�IRUPDO�SODQQLQJ��+HDOH\��������7LPH�FDQ�DOVR�EH�VDYHG�LQ�WKH�ORQJ

UXQ�WKURXJK�¶EHWWHU·�GHFLVLRQV��+RZHYHU��WLPH�LV�FOHDUO\�QHHGHG�GXULQJ�',3V�WR�HQVXUH�VDWLVIDFWRU\�LQFOXVLRQ

DQG�WKHQ�LQWURGXFH�PXOWLSOH�VWDNHKROGHUV�ZLWK�D�ZLGH�UDQJH�RI�NQRZOHGJH�DQG�DELOLWLHV�WR�WKH�',3V�SURFHVV

DQG�VXEMHFW�PDWWHU��6XEVHTXHQW�GHOLEHUDWLRQ�DQG��LI�UHTXLUHG��WKH�HPHUJHQFH�RI�D�FRQVHQVXV�UHJDUGLQJ�SROLF\

FKDQJH�DOVR�WDNHV�WLPH��&LUFXPVWDQFHV�ZKHUH�WKHUH�DUH�OLPLWHG�UHVRXUFHV��D�QHHG�WR�HOLFLW�WKH�LQYROYHPHQW�RI

¶H[SHUW·� VSHFLDOLVWV� RU� PDUJLQDOLVHG� FLWL]HQV� ZLWK� EXV\� VFKHGXOHV��� DQG� FULWLFDO� HQYLURQPHQWDO� ULVNV� H[LVW

UHTXLULQJ� LPPHGLDWH� VROXWLRQV�PD\�PHDQ� WKDW� GHOLEHUDWLRQ� DQG� LQFOXVLRQ� FDQQRW� EH� HIIHFWLYH� �6WLUOLQJ� DQG

0DKHU��������5LSSH�DQG�6FKDEHU������������DUJXH�WKDW��EHFDXVH�RI�WKH�FRVWV�DQG�WLPH�LQYROYHG��D�IXOO�VFDOH

',3�¶LV�RQO\�VXLWDEOH�IRU�H[FHSWLRQDO��HVSHFLDOO\�YHU\�FRQWURYHUVLDO��SXEOLF�SROLF\�LVVXHV·�

 7KH�IDFLOLWDWRUV�RI�',3V�SURFHVVHV�DUH�DOVR�D�NH\�UHVRXUFH��DV�ZHOO�DV�D�IDFWRU�LQIOXHQFLQJ�WKH�SURFHVV�DQG

RXWFRPHV�RI�',3V��WKDW�LV�ODUJHO\�GHWHUPLQHG�E\�WKH�RUJDQLVLQJ�DJHQFLHV��)DFLOLWDWRUV�DSSHDU�WR�EH�HLWKHU�IURP

WKH� RUJDQLVLQJ� DJHQFLHV� RU� KDYH� EHHQ� VHOHFWHG� E\� WKHP���� 7KH� FDVHV� LQ� 7DEOH� �� VXJJHVW� WKDW� ERWK� WKH

FDSDELOLWLHV�DQG�FRPPLWPHQW�RI�WKHVH�IDFLOLWDWRUV�QHHG�WR�EH�DSSURSULDWH�IRU�',3V�WR�SURFHHG�HIIHFWLYHO\��,Q

SDUWLFXODU�� VNLOOV� LQ� PDQDJLQJ� SDUWLFLSDWRU\� SURFHVVHV�� FRQVHQVXV� EXLOGLQJ� DQG� DUJXPHQWDWLRQ� DUH� UHTXLUHG

�+HDOH\�������/HXUV��������7KHVH�VNLOOV�DUH�YHU\�GLIIHUHQW�IURP�WKH�WUDGLWLRQDO�¶H[SHUW·�UROH�RI�HQYLURQPHQWDO

�����������������������������������������������������

 ��� )RU�H[DPSOH��FLWL]HQ�MXULHV�KDYH�FRVW�EHWZHHQ�������²��������LQ�WKH�8.��/RZQGHV�HW�DO�������
 �� 7KRVH�ZLWK�WKH�OHDVW�DPRXQW�RI�IUHH�WLPH�WR�SDUWLFLSDWH�LQ�',3V��DUH�OLNHO\�WR�EH�WKH�SRRUHVW�PHPEHUV�RI�VRFLHW\�

SDUWLFXODUO\�ZRPHQ�DQG�HVSHFLDOO\�LQ�WKH�VRXWK��/HXUV�������
 �� $OWKRXJK�WKLV�VHHPV�WR�EH�D�ORJLFDO�FRQFOXVLRQ��DQG�FHUWDLQO\�DSSOLHG�WR�PRVW�RI�WKH�¶LQIRUPDWLRQ�SURYLVLRQ·�',3V�

YHU\�IHZ�RI�WKH�FDVHV�DFWXDOO\�VSHFLILHG�ZKR�WKH�IDFLOLWDWRUV�ZHUH�
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SROLF\�PDNHUV� �/DSLQWLH�������7XOHU� DQG�:HEOHU��������$V�D� UHVXOW�� VRPH�FRPPHQWDWRUV��SDUWLFXODUO\� IURP

ZLWKLQ� WKH�55$�35$� WUDGLWLRQ�� DUJXH� WKDW�RQH�RI� WKH�PRVW�GLIILFXOW� DVSHFWV� RI� UDLVLQJ� ORFDO� YRLFHV� LQ� WKH

SROLF\�SURFHVV�WKURXJK�',3V�LV�FKDOOHQJLQJ�WKH� LQ�EXLOW�DVVXPSWLRQV��DWWLWXGHV�DQG�EHKDYLRXU�RI�IDFLOLWDWRUV

DQG�SDUWLFLSDWLQJ�SROLF\�PDNHUV��.XPDU�������,'6�������

 

 /LQNLQJ�WR�EURDGHU�SURFHVVHV�RI�SROLF\�FKDQJH

 7KH� UROH� WKDW�',3V� FDQ�SOD\� LQ� HQYLURQPHQWDO� SROLF\�PDNLQJ�ZLOO� GHSHQG�RQ�KRZ�',3V� UHODWH� WR� EURDGHU

SROLF\� SURFHVVHV�� 7KH� OLWHUDWXUH� RQ� SROLF\� SURFHVVHV� VKRZV� KRZ� HQYLURQPHQWDO� SROLFLHV� DUH� QRW� VLPSO\

SURGXFHG�E\�GHFLVLRQ�PDNHUV�LQ�D�OLQHDU�SROLF\�PDNLQJ�IUDPHZRUN��+LOO��������,QVWHDG�SROLF\�HPHUJHV�IURP

PXOWLSOH� DQG� RYHUODSSLQJ� GHFLVLRQV�� RIWHQ� RQ� DQ� LQFUHPHQWDO� EDVLV� WKURXJKRXW� WKH� SROLF\� SURFHVV�� E\� WKH

LQWHUDFWLRQ� RI� PDQ\� DFWRUV� LQ� GLIIHUHQW� VHWWLQJV�� 7KH� GHFLVLRQV� WDNHQ� DUH� WKHPVHOYHV� LQIOXHQFHG� E\� D

FRPELQDWLRQ�RI�FRPSHWLQJ�SROLWLFDO�LQWHUHVWV��DFWRUV�LQ�QHWZRUNV�DQG�SROLF\�GLVFRXUVHV��.HHOH\�DQG�6FRRQHV

����������,I�SROLF\�LV�ODUJHO\�SURGXFHG�RXWVLGH�WKH�OLQHDU�SROLF\�IUDPHZRUN�RI�WKH�SROLF\�PDNLQJ�LQVWLWXWLRQ��E\

PXOWLSOH�FRPELQDWLRQV�RI�HOLWH�DFWRUV�DQG�SRZHU�UHODWLRQV��WKHQ�KRZ�',3V�DUWLFXODWH�ZLWK�VXFK�SURFHVVHV�LV

NH\��',3V�WKHUHIRUH�FDQQRW�EH�VHHQ�VLPSO\�DV�DQRWKHU�URXWH�WR�SURYLGLQJ�LQIRUPDWLRQ�WR�D�UDWLRQDO�DQG�OLQHDU

SURFHVV��0RUH�WKRXJKW�QHHGV�WR�EH�JLYHQ�WR�WKH�SDUWLFXODU�SROLWLFDO��DGPLQLVWUDWLYH�DQG�EXUHDXFUDWLF�FRQWH[W

IRU� GHFLVLRQ�PDNLQJ�� $FURVV� WKH� FDVHV�� D� UHFXUUHQW�� EXW� XVXDOO\� XQVWDWHG� DVVXPSWLRQ�� ZDV� WKDW� WKH� ',3V

SURFHVV�ZDV�IHHGLQJ�LQWR�DQ�HVVHQWLDOO\�OLQHDU�SROLF\�SURFHVV��%XW�H[DFWO\�KRZ�WKLV�ZDV�WR�EH�GRQH�ZDV�RIWHQ

XQFOHDU��,Q�PRVW�FDVHV�OLWWOH�FRPPHQWDU\�ZDV�RIIHUHG�RQ�KRZ�WKH�',3V�RXWSXWV�ZHUH�WR�EH�GLUHFWHG�WRZDUGV�

IRU� H[DPSOH�� DGYLVRU\� FRPPLWWHHV�� VSHFLDOLVW� SDQHOV� DQG� WHFKQRORJ\� DVVHVVPHQWV��+RZHYHU�� VRPH�',3V� LQ

7DEOH���ZHUH�IDFLOLWDWHG�E\�LQGHSHQGHQW�RUJDQLVDWLRQV�ZKR�WKHQ�VHQW�WKH�UHVXOWV�WR�D�ZLGH�UDQJH�RI�NH\�DFWRUV

LQ�WKH�SROLF\�PDNLQJ�DUHQD��(YHQ�VR��KRZ�WKLV�DSSURDFK�ZDV�OLQNHG�WR�D�EURDGHU�VWUDWHJ\�IRU�SROLF\�FKDQJH

UHPDLQHG�XQFOHDU�

 ',3V��DV�ERXQGHG�SROLF\�VSDFHV��DUH�QHFHVVDULO\�RQO\�D�VPDOO�SDUW�RI�WKH�SROLF\�SURFHVV��(QYLURQPHQWDO

SROLF\�LV�GHWHUPLQHG�DQG�FKDQJHG�WKURXJK�D�IDU�EURDGHU�VHW�RI�SRZHU�DQG�NQRZOHGJH�FRQILJXUDWLRQV�DFURVV

PXOWLSOH� LQWHUIDFHV�� 7KH� LQWHUDFWLRQ� EHWZHHQ� WKH� ¶VRIW� LQIUDVWUXFWXUH·� RI� ',3V� SURFHVVHV� DQG� WKH� ¶KDUG

LQIUDVWUXFWXUH·�RI�IRUPDO�GHPRFUDWLF�SURFHGXUHV��OHJDO�V\VWHPV��UHJXODWRU\�DSSURDFKHV�DQG�VR�RQ��FI��+HDOH\

������UHPDLQV�RIWHQ�SRRUO\�WKRXJKW�WKURXJK�

 $�QXPEHU�RI�ZULWHUV�EHOLHYH�WKDW�WKH�VXFFHVV�RI�SDUWLFLSDWRU\�HQYLURQPHQWDO�SROLF\�PDNLQJ�ZLOO�GHSHQG

RQ�WKH�H[WHQW�WR�ZKLFK�UHSUHVHQWDWLYH�GHPRFUDF\�DQG�',3V�DUH�¶VSOLFHG�WRJHWKHU·�LQ�D�PXWXDOO\�VWUHQJWKHQHG

UHODWLRQVKLS��6HOPDQ�DQG�3DUNHU���������������6HOPDQ�������������DUJXHV�

 
 ¶FRQYHQWLRQDO� UHSUHVHQWDWLYH� GHPRFUDF\� PD\� QRW� EH� JODPRURXV� DQG� PD\� VXIIHU� IURP� GLVPDOO\� ORZ

WXUQRXWV� LQ� ORFDO� HOHFWLRQV�� EXW� LW� LV� D� ZHOO� XQGHUVWRRG� DQG� FRQVWLWXWLRQDO� PHWKRG� ZKLFK� EHVWRZV� D

JHQXLQH�OHJLWLPDF\�RQ�HOHFWHG�UHSUHVHQWDWLYHV�WR�VSHDN�RQ�EHKDOI�RI�FRQVWLWXHQWV·�

�����������������������������������������������������

 ��� )RU�D�GHWDLOHG�H[DPLQDWLRQ�RI�WKHVH�SURFHVVHV�LQ�HQYLURQPHQWDO�SROLF\�IRUPDWLRQ�VHH�.HHOH\�DQG�6FRRQHV��������



��

 7KH�PDMRULW\�RI�FDVHV� LQ�7DEOH���ZHUH�GLVFUHWH�HYHQWV� IRU�SURGXFLQJ�SDUWLFXODU�SROLFLHV�DQG�ZHUH� WKHUHIRUH

QRW�LQWHJUDWHG�LQWR�WKH�IRUPDO�SROLWLFDO�SURFHVV��+RZHYHU��LQ�D�IHZ�LVRODWHG�FDVHV��D�OHJDO�DQG�PHWKRGRORJLFDO

IUDPHZRUN�IRU�WKH�LQWHJUDWLRQ�RI�',3V�LQWR�WKH�SROLF\�PDNLQJ�LQ�SXEOLF�LQVWLWXWLRQV�KDV�EHHQ�GHYHORSHG��)RU

H[DPSOH��LQ�������WKH�/DZ�RI�3XEOLF�3DUWLFLSDWLRQ�LQ�%ROLYLD��FDVH����WUDQVIHUUHG�DXWKRULW\�DQG�UHYHQXH�WR�WKH

PXQLFLSDOLWLHV�DQG�HQGRUVHG�¶SDUWLFLSDWRU\�SODQQLQJ·�LQ�WKHVH�ORFDO�VWDWH�LQVWLWXWLRQV��%ODFNEXUQ�DQG�'H�7RPD

������� :KHUH� VXFK� LQWHJUDWLRQ� KDV� RFFXUUHG�� VLPXOWDQHRXV� EURDGHU� LQVWLWXWLRQDO� FKDQJH�� WKURXJK

GHFHQWUDOLVDWLRQ� SURJUDPPHV�� DQG� WKH� VXSSRUW� RI� VXSHU�HOLWHV� DV� ¶SROLF\� FKDPSLRQV·� DSSHDU� WR� KDYH� EHHQ

SDUWLFXODUO\�LPSRUWDQW����*DYHQWD�DQG�5RELQVRQ�������,'6�������

 %XW�WKH�LQWHJUDWLRQ�RI�SDUWLFLSDWRU\�DSSURDFKHV�LQWR�WKH�PRUH�IRUPDO�GHPRFUDWLF�V\VWHPV�DQG�UHJXODWRU\

SURFHGXUHV�JRYHUQLQJ�HQYLURQPHQWDO� LVVXHV� LV� QRW�XQSUREOHPDWLF�� ,Q�GLIIHUHQW� VHWWLQJV� VXFK� DQ� LQWHJUDWLRQ

PD\�RFFXU� LQ�YHU\�GLIIHUHQW�ZD\V��3DUWLFLSDWRU\�DSSURDFKHV�RI� FRQVXOWDWLRQ�� IRU� H[DPSOH��PD\�EH� IDU�PRUH

FRPSDWLEOH�ZLWK� FRQVHQVXV�EDVHG�SROLWLFDO� VW\OHV�ZKHUH� FRQVXOWDWLRQ� DQG� FRPSURPLVH� DUH�SDUW�RI� D�ZLGHO\

DFFHSWHG�SROLWLFDO�FXOWXUH��,W�LV�SHUKDSV�QR�VXUSULVH�WKDW�LQ�WKH�ILHOG�RI�WHFKQRORJ\�DVVHVVPHQW��'HQPDUN�LV�DW

WKH� IRUHIURQW� RI� LQQRYDWLRQ� ZLWK� ',3V� VW\OH� PHWKRGV� �.DVV� ������� ,Q� RWKHU� VLWXDWLRQV�� ZKHUH� D� PRUH

FRQIURQWDWLRQDO�SROLWLFDO�VW\OH�DQG�OHJLVODWLYH�DSSURDFK�LV�HYLGHQW��SDUWLFLSDWRU\�DSSURDFKHV�PD\�ILQG�LW�PRUH

GLIILFXOW� WR� ILQG� D� KRPH� DW� WKH� FRUH� RI� SROLWLFDO� GHFLVLRQ�PDNLQJ�� ,Q� RWKHU� VHWWLQJV� WKH� OHJLWLPDF\� RI

JRYHUQPHQWV� PD\� EH� FKDOOHQJHG� GXH� WR� TXHVWLRQV� UDLVHG� DERXW� WKHLU� GHPRFUDWLF� VWDWXV� RU� WKH� OHYHOV� RI

FRUUXSWLRQ� REVHUYHG�� 6XFK� VLWXDWLRQV�� WRR�� SUHVHQW� FKDOOHQJHV� IRU� D� ZLGHO\� DFFHSWHG�',3V� SURFHVV� WR� OLQN

HIIHFWLYHO\� WR� IRUPDO� GHFLVLRQV�� 7KHUHIRUH� LI� ',3V� DSSURDFKHV� DUH� WR� JR� EH\RQG� ¶PDUNHW� UHVHDUFK�EDVHG·

GHPRFUDF\� WR�KDYH�D�PRUH� VXVWDLQHG� LPSDFW��EURDGHU� LVVXHV�RI�SROLWLFDO� FRQWH[W� DQG�GHFLVLRQ�PDNLQJ� VW\OH

QHHG�WR�EH�DGGUHVVHG��7KLV�UHTXLUHV�EDVLF�TXHVWLRQV�WR�EH�DVNHG�DERXW�DSSURSULDWH�VW\OHV�RI�GHPRFUDWLF�DQG

LQFOXVLYH�JRYHUQDQFH�DQG�QHZ�PRGHV�RI�FLWL]HQVKLS�ZKLFK�UHVSRQG�WR�WKH�FKDOOHQJHV�RI�PRUH�SDUWLFLSDWRU\

DSSURDFKHV�WR�GHDOLQJ�ZLWK�HQYLURQPHQWDO�TXHVWLRQV��FI��-DFREV�������

 ',3V�DOVR�KDYH�WR�DUWLFXODWH�ZLWK�WKH�UDQJH�RI�DSSURDFKHV�WR�FLWL]HQ�DFWLRQ�ZKLFK�DIIHFW�HQYLURQPHQWDO

SROLF\�PDNLQJ��3DUWLFLSDWLQJ� LQ�',3V� LV��RI�FRXUVH�� MXVW�RQH�RI�WKH�PDQ\�URXWHV�WKURXJK�ZKLFK�FLWL]HQV�FDQ

LQIOXHQFH�HQYLURQPHQWDO�SROLF\��(YHQ�LI�',3V�DUH�DYDLODEOH��FLWL]HQV�PD\�SUHIHU� WR� LQIOXHQFH�HQYLURQPHQWDO

SROLFLHV� ¶IURP� EHORZ·� WKURXJK� YDULHG�PHDQV� RI� KLGGHQ� UHVLVWDQFH� DQG� FLYLO� DFWLRQ�� FRRUGLQDWHG� E\� FLWL]HQ

JURXSV��GLUHFW�DFWLRQ�PRYHPHQWV�RU�1*2V����$V�,UZLQ�����������DUJXHV�� ¶D� ODUJH�VOLFH�RI�WKH�´DFWLRQµ�RYHU

HQYLURQPHQWDO�FRQFHUQV·�KDV�EHHQ�RXWVLGH�IRUPDO�PHFKDQLVPV�IRU�FLWL]HQ�SDUWLFLSDWLRQ�

 7KH� SHUFHLYHG� OHJLWLPDF\� DQG� HIILFDF\� RI� ',3V� FRPSDUHG� WR� DOWHUQDWLYH� VWUDWHJLHV� ZLOO� LQIOXHQFH� WKH

VWUDWHJ\� FLWL]HQV�ZLOO� FKRRVH� WR� VXSSRUW�� ,I�',3V� DUH� VHHQ� WR� EH� LQDSSURSULDWH� RU� LQHIIHFWXDO�� SHRSOH�PD\

DWWHPSW� WR� SXUVXH� WKHLU� HQYLURQPHQWDO� DJHQGDV� WKURXJK� DOWHUQDWLYH� VWUDWHJLHV�� SRWHQWLDOO\� VLGH�OLQLQJ�',3V

DQG�WKHLU�RXWFRPHV��+RZHYHU��WKH�FRQYHUVH�LV�DOVR�WUXH��%XVHQEXUJ��������DQG�3HOORZ��������GHVFULEH�FDVHV

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������

 ��� )RU�GLVFXVVLRQV�RQ�WKH�QHHG�WR�FUHDWH�OLQNV�EHWZHHQ�',3V�DQG�UHSUHVHQWDWLYH�GHPRFUDF\�VHH�DOVR�&ODUN�DQG�6WHZDUW
��������2·5LRUGDQ��������DQG�6KDFNOH\�DQG�'DULHU��������

 ��� =D]XHWD��������FLWHV�ERWK�WKH�%ROLYLD�����DQG�0H[LFR�����FDVHV�DV�VLJQLILFDQWO\�EHQHILWLQJ�IURP�SHUVRQDO�SUHVLGHQWLDO
VXSSRUW�

 ��� 6HH�6HFWLRQ���IRU�D�GHVFULSWLRQ�RI�WKHVH�DOWHUQDWLYH�VWUDWHJLHV�
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LQ�WKH�8QLWHG�6WDWHV�ZKHUH�FLWL]HQ�DQG�HQYLURQPHQWDO�JURXSV�DFWLYHO\�VXSSRUWHG�',3V�DERYH�RWKHU�VWUDWHJLHV

EHFDXVH�WKH\�FRQVLGHUHG�WKHVH�SURFHVVHV�ZHUH�WKH�EHVW�ZD\�WR�JHW�WKHLU�YRLFHV�KHDUG�DQG�DFWHG�XSRQ���

 7KH�RWKHU�SRVVLELOLW\�LV�WKDW�FLWL]HQV�DQG�WKHLU�UHSUHVHQWDWLYHV�RXWVLGH�RI�WKH�',3V�SURFHVV�ZLOO�SXUVXH

DOWHUQDWLYH�VWUDWHJLHV�LQ�DQ�DWWHPSW�WR�LQIOXHQFH�',3V�WKHPVHOYHV��7KLV�PD\�LQYROYH�WKH�¶SRVLWLYH�UDGLFDO�IODQN

HIIHFW·� �+DLQHV� ����� FLWHG� LQ�3HOORZ������� ������ WKDW�KDV�RFFXUUHG�ZLWK�',3V� LQ� WKH�8QLWHG� 6WDWHV��ZKHUH

HQYLURQPHQWDO�FLWL]HQ�RUJDQLVDWLRQV��H[WHUQDO�WR�WKH�',3V�SURFHVV��FDUU\�RXW�FR�RUGLQDWHG�SURWHVW�DFWLRQ�RQ

WKH� LVVXHV� EHLQJ� GLVFXVVHG�� 7KH� DLP� LV� WR� UDLVH� FLWL]HQ� VXSSRUW� DQG� HQKDQFH� WKH� SRZHU� RI� WKRVH� FLWL]HQ

UHSUHVHQWDWLYHV�ZRUNLQJ�ZLWKLQ�WKH�',3V�IUDPHZRUN��3HOORZ�������

 2Q�WKLV�LVVXH��5LSSH�DQG�6FKDEHU��������DUH�FRQFHUQHG�DERXW�GLUHFW�OREE\LQJ�VWUDWHJLHV�E\�ERWK�FLWL]HQ

JURXSV�DQG�PRUH�SRZHUIXO� LQWHUHVWV��5HIOHFWLQJ�RQ�',3V� LQ�'HQPDUN� �FDVH����� DQG�6ZLW]HUODQG� �FDVH�����

WKH\�VXJJHVW� WKDW��XQOHVV� LQVWLWXWLRQDOLVHG��',3V�ZLOO�QRW�KDYH�D�JUHDW� LQIOXHQFH�RQ�QDWLRQDO�SXEOLF�GHFLVLRQ

PDNLQJ� EHFDXVH�� DV� VXJJHVWHG� DERYH�� VRFLDOO\� ZHOO�RUJDQLVHG� LQWHUHVW� JURXSV� ZLOO� VWLOO� SXUVXH� WKHLU� RZQ

LQWHUHVWV� WKURXJK� DOWHUQDWLYH� VWUDWHJLHV�� +RZHYHU�� WKH\� EHOLHYH� WKDW�� LI� ',3V� DUH� LQVWLWXWLRQDOLVHG� LQWR� D

QDWLRQDO�SROLF\�PDNLQJ�IUDPHZRUN��¶LQWHUHVW�JURXSV�ZRXOG�WU\�WR�LQILOWUDWH�DQG�LQIOXHQFH�WKH�GHFLVLRQV·��LELG��

����E\�FRQWDFWLQJ�SDUWLFLSDQWV��DQG�LQIOXHQFLQJ�WKH�VHOHFWLRQ�RI�FLWL]HQV�DQG�H[SHUWV��,Q�WKLV�ZD\��5LSSH�DQG

6FKDEHU�DUJXH�',3V�ZRXOG�ORRVH�WKHLU�DGYDQWDJHV�RYHU�FRQYHQWLRQDO�SROLF\�PDNLQJ�SURFHVVHV�

 

 ���&21&/86,21

 ',3V� DUH� FOHDUO\� QRW� WKH� ¶PDJLF� EXOOHW·� WR� VROYH� WKH� GLOHPPDV� RI� SXEOLF� SDUWLFLSDWLRQ� LQ� SROLF\�PDNLQJ

SURFHVVHV��',3V�PXVW�EH�VHHQ�ZLWKLQ�WKH�EURDGHU�FRQWH[W�RI�SROLF\�SURFHVVHV��ZKHUH�SROLF\�FKDQJH�HPHUJHV

IURP� D� YDULHW\� RI� VRXUFHV�� ZKHUH� QRQ�OLQHDU�� RIWHQ� LQFUHPHQWDO� SURFHVVHV� GRPLQDWH�� DQG� ZKHUH� SRZHU

UHODWLRQV� DQG� SROLWLFDO� LQWHUHVWV� DUH� NH\�� &UHDWLQJ� D� VSDFH� IRU� PRUH� LQFOXVLYH� GHOLEHUDWLRQ� ¶IURP� DERYH·� LV

SRWHQWLDOO\�RQH�URXWH�WRZDUGV�PRUH�LQIRUPHG�DQG�HIIHFWLYH�GHFLVLRQ�PDNLQJ��UHIOHFWLYH�RI�GLYHUVH�SHUFHSWLRQV

DQG�URRWHG�LQ�WUXVW�EDVHG�UHODWLRQVKLSV��+RZHYHU��LW�LV�FOHDUO\�QRW�WKH�ZKROH�VWRU\�

 'LIIHUHQW�FRQWH[WV�UHTXLUH�GLIIHUHQW�DSSURDFKHV��',3V�PD\�EH�DSSURSULDWH�LQ�VRPH�VHWWLQJV��EXW�QRW�LQ

RWKHUV��6HHNLQJ� WKH�DSSURSULDWH�FRPELQDWLRQ�RI�DSSURDFKHV�DQG� OLQNLQJ� WKHVH� WR�ZLGHU�SURFHVVHV�RI�SROLF\

FKDQJH� LV� WKHUHIRUH� YLWDO�� $V� WKLV� UHYLHZ� KDV� VKRZQ�� LQ�GHSWK� GHOLEHUDWLRQ� LV� LPSRUWDQW� ZKHUH� PXOWLSOH

IUDPLQJV�RI�HQYLURQPHQWDO�LVVXHV�H[LVW��7HDVLQJ�RXW�DQG�PDNLQJ�H[SOLFLW�WKH�FRUH�DVVXPSWLRQV�DQG�XQGHUO\LQJ

SUHPLVHV� RI� SDUWLFXODU� SRVLWLRQV� ²� ZKHWKHU� HPHUJHQW� IURP� VFLHQWLILF� RU� OD\� XQGHUVWDQGLQJV� ²� LV� D� FHQWUDO

IHDWXUH�RI�GHOLEHUDWLYH�SURFHVVHV��,Q�HQYLURQPHQWDO�GHFLVLRQ�PDNLQJ�YDOXHV��HWKLFV�DQG�PRUDO�TXHVWLRQV�DUH

�����������������������������������������������������

 �� +RZHYHU�� DV� GLVFXVVHG� SUHYLRXVO\�� LQ� VRPH� FDVHV� WKH� HQYLURQPHQWDO� JURXSV� FRQWLQXHG� WKHLU� FRQIURQWDWLRQDO
SUDFWLFHV�ZLWKLQ�WKH�',3V�IUDPHZRUN��3HOORZ�������



��

 LPSRUWDQW��PDNLQJ�PRYLQJ� IURP�D� WHFKQRFUDWLF�� UDWLRQDOLVWLF� DSSURDFK� WR�GHFLVLRQ�PDNLQJ� WRZDUGV� D�PRUH

LQFOXVLYH�IRUP�HVVHQWLDO��7KLV�LV�SDUWLFXODUO\�UHOHYDQW�ZKHUH�WUXVW�LV�WKLQ�RQ�WKH�JURXQG��',3V�WKHUHIRUH�PD\

EH�D�XVHIXO�VWDUWLQJ�SRLQW�IRU�EXLOGLQJ�WKH�QHFHVVDU\�WUXVW�LQ�GHFLVLRQ�RXWFRPHV��DQG�DGGUHVVLQJ�WKH�VFHSWLFLVP

RI�SXEOLF�SHUFHSWLRQV�DURXQG�IRUPDO��H[SHUW�EDVHG�LQVWLWXWLRQV��<HW��DV�ZH�KDYH�VHHQ��WKLV�PD\�QRW�DOZD\V�EH

SRVVLEOH��:KHUH� WKH� VWDNHV� DUH� KLJK�� ZKHUH� SRVLWLRQV� KDYH� EHFRPH� HQWUHQFKHG� DQG� ZKHUH� LQWHUHVW� JURXS

SROLWLFV�GRPLQDWH��WKH�RSSRUWXQLWLHV�IRU�RSHQ�IRUPV�RI�FRPPXQLFDWLRQ�DUH�RIWHQ�VHYHUHO\�FRQVWUDLQHG�

 7RR� RIWHQ� ',3V� KDYH� EHHQ� RQH�RII� HYHQWV�� VHSDUDWHG� IURP� WKH� ZLGHU� SROLF\�PDNLQJ� SURFHVV�

(PEHGGLQJ�VXFK�SURFHVVHV�LQ�HIIHFWLYH�LQVWLWXWLRQDO�FRQWH[WV�LV�WKHUHIRUH�VHHQ�DV�NH\��%XW�WKLV�WRR�VXJJHVWV

PDQ\�FKDOOHQJHV��5HODWLRQV�RI�SRZHU�ZLWKLQ�SROLF\�PDNLQJ�EXUHDXFUDFLHV�PD\�UHVXOW�LQ�OLPLWHG�RSSRUWXQLWLHV

IRU�DOWHUQDWLYH�YRLFHV�WR�EH�KHDUG��/RQJ�HVWDEOLVKHG�WUDGLWLRQV�RI�QRQ�SDUWLFLSDWRU\�VW\OHV�RI�GHFLVLRQ�PDNLQJ

DUH�QRW�JRLQJ�WR�EH�FKDQJHG�RYHUQLJKW��2SHQLQJ�XS�VSDFHV�IRU�SDUWLFLSDWLRQ�PD\�EH�FXUUHQWO\�LQ�YRJXH��DQG

PD\� LQGHHG� UHVSRQG� WR� FHUWDLQ� SROLWLFDO� DQG� EXUHDXFUDWLF� LPSHUDWLYHV� RI� WKH� PRPHQW�� EXW� WKLV� ZLOO� KDYH

OLPLWHG�LPSDFW�ZLWKRXW�WKH�HPHUJHQFH�RI�PRUH�UHIOH[LYH�LQVWLWXWLRQDO�IRUPV�ZKLFK�DUH�JHQXLQHO\�UHVSRQVLYH

WR�QHZ�ZD\V�RI�WKLQNLQJ�DQG�DFWLQJ��$V�WKH�UHYLHZ�KDV�VKRZQ�SROLWLFDO�DQG�RUJDQLVDWLRQDO�FRQWH[WV�PDNH�D�ELJ

GLIIHUHQFH� WR� WKH� SRWHQWLDOV� RI� D� PRUH� SDUWLFLSDWRU\� SROLF\�PDNLQJ� SURFHVV�� :KHUH� RSHQ� GHEDWH�� WKH

DFFHSWDQFH�RI�FRQIOLFW�DQG�GLVVHQW�DQG�WKH�HQFRXUDJHPHQW�RI�FRQVHQVXV�DQG�FRPSURPLVH�DUH�HQFRXUDJHG�DV

SDUW�RI�D�ZLGHU�SROLWLFDO�DQG�RUJDQLVDWLRQDO�FXOWXUH��RSSRUWXQLWLHV�IRU�HIIHFWLYH�SDUWLFLSDWLRQ�DUH�PRUH� OLNHO\�

%XW�HTXDOO\��DV�WKH�UHYLHZ�KDV�VKRZQ��WKHVH�FRQGLWLRQV�DUH�WKH�H[FHSWLRQ��ZLWK�WKH�PRVW�FRPPRQ�VLWXDWLRQ

EHLQJ�WKDW�',3V�DUH�XVHG�LQ�DQ�LQVWUXPHQWDO�PDQQHU�WR�IXUWKHU�WKH�H[LVWLQJ�UHPLWV�RI�RUJDQLVLQJ�DJHQFLHV�

 'LIIHUHQW�SKDVHV�RI�D�SROLF\�PDNLQJ�SURFHVV�UHTXLUH�GLIIHUHQW�DSSURDFKHV��(DUO\�RQ��SDUWLFXODUO\�ZKHUH

WKH� LVVXH� DW� KDQG� LV� QHZ� RU� KLJKO\� FRQWURYHUVLDO��� WKHUH� LV� D� QHHG� WR� RSHQ� RXW� WKH� GHEDWH� DQG� HQFRXUDJH

PXOWLSOH� SHUVSHFWLYHV� �WHFKQLFDO�� PRUDO�� HWKLFDO� HWF��� WR� EH� DLUHG�� %XW� VXFK� HQFRXUDJHPHQW� RI� SOXUDOLW\� LV

QHFHVVDULO\�FRQVWUDLQHG�LI�WLPH�DQG�UHVRXUFHV�DUH�WR�EH�DOORFDWHG�DQG�GHFLVLRQV�DUH�WR�EH�PDGH��0DQ\�',3V

PHWKRGV�DLP�IRU�FRQVHQVXV�EDVHG�GHFLVLRQ�PDNLQJ��:KLOH�WKLV�PD\�EH�GHVLUDEOH��LW�PD\�QRW�EH�SRVVLEOH�JLYHQ

WKH�UDQJH�RI�GLYHUVH�SHUVSHFWLYHV�DQG�LQWHUHVWV�DVVRFLDWHG�ZLWK�HQYLURQPHQWDO�GHFLVLRQV��:KHUH�FRQWURYHUV\

LV� UXQQLQJ� KLJK�� GLYHUJHQW� RSLQLRQV� DUH� EHLQJ� H[SUHVVHG� DQG� FRQIOLFW� LV� DSSDUHQW� �RU� VLPPHULQJ��� WKHQ

PXOWLSOH�RSWLRQV�PD\�QHHG�WR�EH�WHVWHG� LQ�SDUDOOHO��,Q�VXFK�VLWXDWLRQV��FRQIOLFWV�PXVW�QRW�EH� LJQRUHG�LQ�WKH

YDLQ� KRSH� WKDW� GHOLEHUDWLYH� FRQVHQVXV�ZLOO� VRPHKRZ� HPHUJH�� EXW� QHHG� WR� EH� DGGUHVVHG� KHDG� RQ�� &RQIOLFW

QHJRWLDWLRQ�DQG�FRQVHQVXV�EXLOGLQJ�WKHUHIRUH�QHHG�WR�EH�VHHQ�DV�WZR�VLGHV�RI�WKH�VDPH�FRLQ��7KLV�UHTXLUHV�D

FRPPLWPHQW�WR�IOH[LEOH��DGDSWLYH�DQG� LQFUHPHQWDO� VROXWLRQV� WR�FRPSOH[�SUREOHPV��ZKLFK�GR�QRW�DVVXPH�D

VLQJOH�PDQDJHULDO�UHVSRQVH�DQG�D�OLQHDU�VW\OH�RI�LPSOHPHQWDWLRQ��8QGHU�VXFK�VHWWLQJV��UHIOHFWLRQ�DQG�OHDUQLQJ

IURP� H[SHULHQFH� ZLOO� EH� NH\�� FDSWXULQJ� HPHUJHQW� FRPSURPLVHV� DQG� GHDOLQJ� ZLWK� WUDGH�RIIV� DQG� FRQIOLFWV

DORQJ�WKH�ZD\�

 :KLOH� WKH� UHYLHZ� RI� WKH� FDVH� VWXGLHV� RIIHUV� D� UDWKHU� HTXLYRFDO� PHVVDJH� DERXW� WKH� SURVSHFWV� IRU

SDUWLFLSDWLRQ�LQ�SROLF\�PDNLQJ��ERWK�QRUWK�DQG�VRXWK��WKLV�GRHV�QRW�PHDQ�WKDW�WKHUH�DUH�QR�SRWHQWLDOO\�ORQJHU�

WHUP�EHQHILWV�IURP�HQJDJHPHQW�ZLWK�',3V��&XUUHQWO\�',3V�DUH�VHHQ�WR�EH�RIWHQ�VLPSO\�FRQWLQJHQW�UHVSRQVHV

WR�SHUFHLYHG�LPSOHPHQWDWLRQ�DQG�OHJLWLPLVDWLRQ�SUREOHPV�E\�RUJDQLVLQJ�DJHQFLHV��ZLWK�OLWWOH�HYLGHQFH�VKRZQ

RI�DQ\� LQWHQWLRQ� �RU� LQGHHG�RSSRUWXQLW\�� WR�FKDQJH� LQ� WKH�VKRUW� WHUP�� ,Q� WKH� ORQJHU� WHUP��KRZHYHU�� VXEWOH
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VKLIWV� LQ� WKH� IUDPLQJ� RI� GHEDWHV� PD\� HPHUJH�� QHZ� DFWRU� QHWZRUNV� DQG� FRDOLWLRQV� PD\� EH� EXLOW�� DQG� WKH

FDSDFLWLHV�RI�',3V�SDUWLFLSDQWV�PD\�EH�VWUHQJWKHQHG� WKURXJK�HQJDJHPHQW�ZLWK�VXFK�SURFHVVHV��'HSHQGLQJ

RQ�EURDGHU�WUHQGV� LQ�SRZHU�UHODWLRQV�EHWZHHQ�NH\�DFWRUV�� WKH�FRQILJXUDWLRQ�RI�SROLWLFDO� LQWHUHVWV�DQG�ZLGHU

JRYHUQDQFH� DUUDQJHPHQWV�� VXFK� XQDQWLFLSDWHG� FRQVHTXHQFHV�PD\� ILQG� IHUWLOH� JURXQG��:LWK� DQ� LQFUHDVLQJO\

GLYHUVH�UDQJH�RI�DFWRUV�HQJDJHG�LQ�HQYLURQPHQWDO�GHEDWHV��ZLWK�QHZ�FRDOLWLRQV�DQG�DOOLDQFHV�EHLQJ�EXLOW�ZKLFK

RIWHQ�WUDQVFHQG�FRQYHQWLRQDO�ERXQGDULHV�DQG�ZLWK�VKLIWV�LQ�WKH�UHODWLRQVKLSV�EHWZHHQ�VFLHQFH��WKH�VWDWH�DQG

GLYHUVH�SXEOLFV��QHZ�RSSRUWXQLWLHV�PD\�EH�HPHUJLQJ��%XW�VXFK�RSWLPLVP�PXVW�EH�TXDOLILHG��,Q�PDQ\�VHWWLQJV

²�IRU�H[DPSOH�ZKHUH�DLG�IORZV�GRPLQDWH�SROLF\�PDNLQJ��ZKHUH�¶FLYLO�VRFLHW\·�LV�ZHDN��RU�ZKHUH�D�WHFKQRFUDWLF

VFLHQWLILF�HVWDEOLVKPHQW�KROGV�VZD\�²�D�VXLWDEOH�FDXWLRQ�PXVW�EH�DGGHG�

 %XW� FRQWH[WV� GR� FKDQJH��7KH� UDSLG� SDFH� RI� WHFKQRORJLFDO� FKDQJH� VKRZV�QR� VLJQ� RI� DEDWLQJ�� WKLV�ZLOO

UHVXOW� LQ� QHZ� IRUPV� RI� HQYLURQPHQWDO� ULVN�� ZLWK� XQFHUWDLQW\� FRQWLQXLQJ� WR� EH� D� FHQWUDO� IHDWXUH� RI

HQYLURQPHQWDO� GHFLVLRQ�PDNLQJ�� $FURVV� WKH� ZRUOG� WKHUH� LV� D� JURZLQJ� FRQFHUQ� DERXW� WKH� OLQNV� EHWZHHQ

HQYLURQPHQWDO�DQG�OLYHOLKRRG�OLIHVW\OH�LVVXHV�DPRQJ�D�ZLGH�UDQJH�RI�DFWRUV��ZLWK�QHZ�FRDOLWLRQV�RI�LQWHUHVWV

IRUPLQJ� WKDW� EUHDN� GRZQ� FRQYHQWLRQDO� EDUULHUV� DQG� FDWHJRULVDWLRQV�� :LWK� WKLV� FRPHV� QHZ� ZD\V� RI

LGHQWLILFDWLRQ� ZLWK� LVVXHV�� DQG� VR� QHZ� XQGHUVWDQGLQJV� RI� FLWL]HQVKLS� ZKHUH� FRQFHUQV� DERXW� OLYHOLKRRGV�

HQYLURQPHQWDO�FKDQJH�DQG�WHFKQRORJLFDO�ULVN�DUH�FHQWUDO��,Q�WXUQ��ZLWK�WKLV�FRPHV�D�KHDOWK\�VFHSWLFLVP�DERXW

FRQYHQWLRQDO�IRUPV�RI�H[SHUWLVH�DQG�D�GHPDQG�IRU�DFFHVV�WR�GHFLVLRQ�PDNLQJ�DQG�SROLF\�PDNLQJ�LQVWLWXWLRQV�

,Q� VXFK� FKDQJLQJ� FRQWH[WV�� WKHQ�� SDUWLFLSDWLRQ� LQ� HQYLURQPHQWDO� SROLF\� SURFHVV� ZLOO� EHFRPH� D� EDVLF

UHTXLUHPHQW��QRW�DQ�DGG�RQ�H[WUD��,W�LV�RXU�SUHGLFWLRQ��WKHUHIRUH��WKDW�WKH�HDUO\�H[SHULPHQWV�ZLWK�',3V�RYHU

WKH�ODVW�GHFDGH�RU�VR�UHSRUWHG�LQ�WKLV�SDSHU�ZLOO�WKHUHIRUH�OLNHO\�H[SDQG��GHHSHQ�DQG�LQWHQVLI\��:H�KRSH�WKDW

WKH� OHVVRQV� HPHUJLQJ� IURP� WKLV� UHYLHZ� ZLOO� DVVLVW� LQ� FRQWLQXHG� KRQHVW� DQG� UHIOHFWLYH� DVVHVVPHQW� RI� WKLV

LPSRUWDQW�HPHUJLQJ�H[SHULHQFH�
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 $33(1',;�$�� $� 6(/(&7,21�2)�0(7+2'6�7+$7�(,7+(5�+$9(� %((1�25

&28/'�%(�86('�,1�',36�)25�(19,5210(17$/�32/,&<�0$.,1*

 

 $UHD�QHLJKERXUKRRG�IRUXPV��/RZQGHV�HW�DO� ������

 6XFK� IRUXPV� DUH� FRQFHUQHG�ZLWK� WKH� QHHGV� RI� D� SDUWLFXODU� JHRJUDSKLFDOO\�GHILQHG� DUHD� RU� QHLJKERXUKRRG�

0HHWLQJ�UHJXODUO\��WKH\�PD\�GHDO�ZLWK�D�VSHFLILF�VHUYLFH�DUHD��H�J��SODQQLQJ�RU�KRXVLQJ��RU�ZLWK�D�IXOO�UDQJH�RI

ORFDO�VHUYLFHV�DQG�FRQFHUQV��$UHD� IRUXPV�PD\�RU�PD\�QRW�KDYH�GHGLFDWHG�RIILFHUV� DWWDFKHG� WR� WKHP��7KH\

PD\�KDYH� D� FORVH� OLQN�ZLWK� UHOHYDQW�ZDUG� FRXQFLOORUV�RU�ZLWK� FRXQFLOORUV� UHVSRQVLEOH� IRU� WKH� VHUYLFH� DUHDV

XQGHU�GLVFXVVLRQ��0HPEHUVKLS�PD\�EH�VHW�RU�RSHQ��:KHUH�WKHUH�LV�D�IRUPDOO\�HVWDEOLVKHG�PHPEHUVKLS��H�J�

RI�UHSUHVHQWDWLYHV�IRU�WHQDQWV�RU�FRPPXQLW\�DVVRFLDWLRQ�LQ�WKH�DUHD���PHPEHUV�RI�WKH�SXEOLF�PD\�EH�IUHH�WR

SDUWLFLSDWH�LQ�DQ�RSHQ�GLVFXVVLRQ�DW�PHHWLQJV�

 

 &LWL]HQ·V�MXULHV��/RZQGHV�HW�DO� ������

 $�FLWL]HQ·V� MXU\� LV� D�JURXS�RI�FLWL]HQV� �FKRVHQ� WR�EH�D� IDLU� UHSUHVHQWDWLRQ�RI� WKH� ORFDO� SRSXODWLRQ��EURXJKW

WRJHWKHU�WR�FRQVLGHU�D�SDUWLFXODU�LVVXH�VHW�E\�WKH�ORFDO�DXWKRULW\��&LWL]HQ·V�MXULHV�UHFHLYH�HYLGHQFH�IURP�H[SHUW

ZLWQHVVHV� DQG� FURVV�TXHVWLRQLQJ� FDQ� RFFXU��7KH� SURFHVV�PD\� ODVW� XS� WR� IRXU� GD\V�� DW� WKH� HQG� RI�ZKLFK� D

UHSRUW� LV�GUDZQ�XS�VHWWLQJ�RXW� WKH�YLHZV�RI� WKH� MXU\�� LQFOXGLQJ�DQ\�GLIIHUHQFHV� LQ�RSLQLRQ�� -XULHV�YLHZV�DUH

LQWHQGHG�WR�LQIRUP�FRXQFLOORUV·�GHFLVLRQ�PDNLQJ�

 

 &LWL]HQ·V�SDQHOV��,335������

 

 5HVHDUFK�SDQHO

• $� UHVHDUFK�SDQHO� LV� D� ODUJH� VDPSOH�RI� D� ORFDO� SRSXODWLRQ�XVHG� DV� D� VRXQGLQJ�ERDUG�E\� D� SXEOLF� VHFWRU

RUJDQLVDWLRQ��,W�LV�D�IRUP�RI�RSLQLRQ�UHVHDUFK�ZKLFK�WUDFNV�FKDQJHV�LQ�RSLQLRQ�DQG�DWWLWXGHV�RYHU�WLPH�

7KHVH� SDQHOV� FRQVLVW� RI� ���²����� SDUWLFLSDQWV��0HPEHUV� DUH� UHFUXLWHG� HLWKHU� WKURXJK� WKH� SRVW� RU� E\

WHOHSKRQH�DV�D�VDPSOH�RI�D�SRSXODWLRQ��3DQHOV�KDYH�D�VWDQGLQJ�PHPEHUVKLS�D�SURSRUWLRQ�RI�ZKRP�ZLOO

EH� UHSODFH� UHJXODUO\� DQG� ZKR� ZLOO� EH� FRQVXOWHG� DW� LQWHUYDOV�� 3DUWLFLSDQWV� DUH� DVNHG� UHJXODUO\� DERXW

GLIIHUHQW� LVVXHV� RYHU� D� SHULRG� RI� WLPH� HJ�� 7KH� 3HRSOH·V� 3DQHO� RQ� SXEOLF� VHUYLFHV� IRU� WKH� 8.� FHQWUDO

JRYHUQPHQW��6LQJOHWRQ������

 

 ,QWHUDFWLYH�SDQHOV

• 2WKHU�PRGHOV� DOVR�KDYH� D� VWDQGLQJ�PHPEHUVKLS�ZKLFK�PD\�EH� UHSODFH�RYHU� WLPH��EXW� WKH\� FRQVLVW� RI

VPDOO�JURXSV�RI�SHRSOH�PHHWLQJ�UHJXODUO\�WR�GHOLEHUDWH�RQ�LVVXHV�H�J��+HDOWK�SDQHO��5LFKDUGVRQ������

 

 &RPPXQLW\�,VVXHV�JURXSV��&ODUNH������

 7KH�FRPPXQLW\�LVVXHV�JURXS�WDNHV�WKH�IRFXV�JURXS�DV�LWV�VWDWLQJ�SRLQW�WKHQ�DWWHPSWV�WR�LQWURGXFH�WKH�FRUH

HOHPHQWV� RI� GHOLEHUDWLRQ�� $� JURXS� RI� XS� WR� WZHOYH� SHRSOH� FRPH� WRJHWKHU� XS� WR� ILYH� WLPHV� WR� GLVFXVV� D
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GHVLJQDWHG�LVVXH�LQ�GHSWK��(DFK�PHHWLQJ�ODVWV�IRU�XS�WR�WZR�DQG�D�KDOI�KRXUV��7KH�ILUVW�PHHWLQJ�KDV�D�VLPLODU

IRUPDW�WR�WKDW�RI�D�IRFXV�JURXS��ZKHUHE\�WKH�SDUWLFLSDQWV�GLVFXVV�DQ�LVVXH�IURP�WKHLU�FXUUHQW�NQRZOHGJH�EDVH�

2YHU� WKH� VXEVHTXHQW�PHHWLQJV�� LQIRUPDWLRQ� LV� LQWURGXFHG� VR� WKDW� WKHLU� NQRZOHGJH� RI� WKH� VXEMHFW� DUHD� LV

JUDGXDOO\� EXLOW� XS�� %\� WKH� ILQDO�PHHWLQJ� SDUWLFLSDQWV� KDYH� EHFRPH�PRUH� LQIRUPHG� DQG� WKH� RSLQLRQV� WKH\

H[SUHVV� KDYH�PRYHG� EH\RQG� WKH� DXWRPDWLF� LQLWLDO� UHVSRQVHV�� WRZDUGV� WKH�PRUH� WKRXJKWIXO� DQG� DQFKRUHG

MXGJHPHQWV��(�J��3XEOLF�YLVLRQ�RI�8.�KHDOWK�VHUYLFH�

 

 &RQVHQVXV�FRQIHUHQFHV��,335������

 $� SDQHO� RI� OD\� SHRSOH� ZKR� GHYHORS� WKHLU� XQGHUVWDQGLQJ� RI� WHFKQLFDO� RU� VFLHQWLILF� LVVXHV� LQ� GLDORJXH� ZLWK

H[SHUWV��$�SDQHO�RI�EHWZHHQ���²���YROXQWHHUV�DUH�UHFUXLWHG�WKURXJK�DGYHUWLVHPHQWV��$�VWHHULQJ�FRPPLWWHH�LV

VHW�XS�ZLWK�PHPEHUV�FKRVHQ�E\�WKH�VSRQVRUV��7KH�SDQHO�DWWHQG�WZR�ZHHNHQGV�ZKHUH�WKH\�DUH�EULHIHG�RQ�WKH

VXEMHFW�DQG�LGHQWLI\�WKH�TXHVWLRQV�WKH\�ZDQW�WR�DVN�LQ�WKH�FRQIHUHQFH��7KH�FRQIHUHQFH�ODVWV�IRU��²��GD\V�DQG

JLYHV�WKH�SDQHO�D�FKDQFH�WR�DVN�H[SHUWV�DQ\�RXWVWDQGLQJ�TXHVWLRQV��7KH�FRQIHUHQFH�LV�RSHQ�WR�WKH�SXEOLF�DQG

WKH�DXGLHQFH�FDQ�DOVR�DVN�TXHVWLRQV��7KH�SDQHO�UHWLUH�DQG�LQGHSHQGHQW�RI�WKH�VWHHULQJ�FRPPLWWHH�SUHSDUH�D

UHSRUW�� ,W� VHWV� RXW� WKHLU� YLHZV� RQ� WKH� VXEMHFW�� &RSLHV� RI� WKH� UHSRUW� DUH�PDGH� DYDLODEOH� WR� WKH� FRQIHUHQFH

DXGLHQFH�DQG�SDQHO�PHPEHUV�SUHVHQW�NH\�VHFWLRQV�WR�WKH�DXGLHQFH�

 

 &RQVHQVXV�SDUWLFLSDWLRQ��:DUQHU������

 7KH� IUDPHZRUN�XVHG� LQ�&RQVHQVXV�3DUWLFLSDWLRQ� LQYROYHV� VL[� DFWLYLWLHV��)LUVW�� VWDNHKROGHU� DQDO\VLV� LQYROYHV

WKH� LGHQWLILFDWLRQ� RI� WKH� UHOHYDQW� VWDNHKROGHU� JURXSV�� 6HFRQG�� VWDNHKROGHU� WDUJHWLQJ� LQYROYHV� EULQJLQJ� DOO

VWDNHKROGHUV�WR�D�SRVLWLRQ�ZKHUH�WKH�DUH�DEOH�WR�QHJRWLDWH�ZLWK�RWKHU�VWDNHKROGHUV�RQ�D�PRUH�HTXLWDEOH�EDVLV�

7KLUG�� H[WHUQDO� VWDNHKROGHU� DVVHVVPHQW� LQYROYHV� LQYHVWLJDWLQJ� WKH� SROLFLHV�� OHJLVODWLRQ� DQG� DFWLYLWLHV� RI� WKH

JRYHUQPHQW� DQG� RWKHU� LQVWLWXWLRQDO� VWDNHKROGHUV� ZKR� PD\� FRQVWUDLQ� RU� SURPRWH� ORFDO� DFWLRQV�� )RXUWK�

FRPPXQLW\� SDUWLFLSDWRU\� DVVHVVPHQWV� HQDEOH� ORFDO� SHRSOH� WR� LGHQWLI\� WKHLU� UHVRXUFH� XVHV�� DVVHVV� SHUFHLYHG

FRQIOLFWV�DQG�FRQFHUQV�DQG�SODQ�FRPPXQLW\�VWUDWHJLHV��)LIWK��SDUWLFLSDWRU\�SUHSDUDWRU\�ZRUNVKRSV�EULQJ�DOO

WKH�VWDNHKROGHUV�WRJHWKHU�WR�FRYHU�D�VHULHV�RI�VSHFLILF�FURVV�FXWWLQJ� LVVXHV��3DUWLFLSDQWV�SURGXFH�D�VHULHV�RI

SRVLWLRQ� VWDWHPHQWV� WKDW� SURYLGH� WKH� EDVLV� IRU� IROORZLQJ� GLVFXVVLRQV�� 6L[WK�� LV� WKH� SROLF\� SODQQLQJ� IRUXP�

)DFLOLWDWRUV�PDQDJH�QHJRWLDWLRQV�EHWZHHQ�VWDNHKROGHUV�WR�EXLOG�FRQVHQVXV�DQG�UHDFK�DJUHHPHQW�RQ�SROLFLHV

DQG�SURMHFWV��6HYHQWK��SDUWLFLSDWRU\�PRQLWRULQJ�DQG�HYDOXDWLRQ�WDNHV�SODFH�WKURXJK�WKH�FULWHULD�DJUHHG�GXULQJ

WKH�SROLF\�SODQQLQJ�IRUXP�

 

 'HOLEHUDWLYH�RSLQLRQ�SROO ��,335������

 7KHVH�PHDVXUH�LQIRUPHG�RSLQLRQ�RQ�DQ�LVVXH��$�GHOLEHUDWLYH�SROO�H[DPLQHV�ZKDW�WKH�SXEOLF�WKLQN�ZKHQ�WKH\

KDYH�KDG�WKH�WLPH�DQG�LQIRUPDWLRQ�WR�FRQVLGHU�WKH�PDWWHU�PRUH�FORVHO\��7KHVH�SROOV�XVXDOO\�LQYROYH����²���

SDUWLFLSDQWV��$�EDVHOLQH�VXUYH\�RI�RSLQLRQ�DQG�GHPRJUDSK\�LV�FDUULHG�RXW�DQG�WKH�SDUWLFLSDQWV�RI�WKH�SROO�DUH

WKHQ�UHFUXLWHG�WR�UHVHPEOH�WKH�ZLGHU�JURXS�ERWK�LQ�WHUPV�RI�GHPRJUDSK\�DQG�DWWLWXGH��2IWHQ�EULHILQJ�EHJLQV

EHIRUH� WKH� HYHQW� E\�PHDQV� RI� ZULWWHQ� LQIRUPDWLRQ�� 7KH\� FRYHU� �²�� GD\V� GXULQJ� ZKLFK� WLPH� SDUWLFLSDQWV
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GHOLEHUDWH� LQ� VPDOOHU�JURXSV� DQG� FRPSRVH�TXHVWLRQV� WR�EH�SXW� WR� H[SHUWV� DQG�SROLWLFLDQV� LQ�SOHQDU\� JURXS

GLVFXVVLRQV�� 7KHLU� YLHZV� RQ� D� JLYHQ� VXEMHFW� DUH� PHDVXUHG� EHIRUH� WKH� SROO� EHJLQV� DQG� DJDLQ� RQFH� LW� KDV

ILQLVKHG��&KDQJHV�LQ�RSLQLRQ�DUH�PHDVXUHG�DQG�LQFRUSRUDWHG�LQWR�D�UHSRUW��'HOLEHUDWLYH�SROOV�DUH�RIWHQ�KHOG

LQ�FRQMXQFWLRQ�ZLWK�WHOHYLVLRQ�FRPSDQLHV

 

 (OHFWURQLF�GHPRFUDF\��,335������

• LQIRUPDO�RQ�OLQH�GLVFXVVLRQV

• IRUPDO�FRQVXOWDWLRQV�XVLQJ�RQ�OLQH�GHEDWHV

)RFXV�JURXSV��/RZQGHV�HW�DO� ������

2QH�RII�IRFXV�JURXSV�DUH�VLPLODU� WR�FLWL]HQV� MXULHV� LQ� WKDW� WKH\�EULQJ� WRJHWKHU�FLWL]HQV� WR�GLVFXVV�D�VSHFLILF

LVVXH�� )RFXV� JURXSV� GR� QRW� QHHG� WR� EH� UHSUHVHQWDWLYH� RI� WKH� JHQHUDO� SRSXODWLRQ�� SHUKDSV� LQYROYLQJ� D

SDUWLFXODU�FLWL]HQ�JURXS�RQO\��'LVFXVVLRQV�PD\�IRFXV�RQ�WKH�VSHFLILF�QHHGV�RI�WKDW�JURXS��RQ�WKH�TXDOLW\�RI�D

SDUWLFXODU� VHUYLFH�� RU� RQ� LGHDV� IRU� EURDGHU� SROLF\� RU� VWUDWHJ\�� )RFXV� JURXSV� GR� QRW� JHQHUDOO\� FDOO� H[SHUW

ZLWQHVVHV�DQG�W\SLFDOO\�ODVW�EHWZHHQ�RQH�DQG�WZR�KRXUV�RQO\��XVXDOO\�RQO\�LQYROYLQJ����SHRSOH�

)XWXUH�VHDUFK�FRQIHUHQFHV��,335������

$�WZR�GD\�PHHWLQJ�ZKHUH�SDUWLFLSDQWV�DWWHPSW�WR�FUHDWH�D�VKDUHG�FRPPXQLW\�YLVLRQ�RI�WKH�IXWXUH��,W�EULQJV

WRJHWKHU�WKRVH�ZLWK�WKH�SRZHU�WR�PDNH�GHFLVLRQV�ZLWK�WKRVH�DIIHFWHG�E\�GHFLVLRQV�WR�WU\�WR�DJUHH�RQ�D�SODQ�RI

DFWLRQ�� 7KH� SURFHVV� LV� PDQDJHG� E\� D� VWHHULQJ� JURXS� RI� ORFDO� SHRSOH� UHSUHVHQWLQJ� NH\� VHFWLRQV� RI� WKH

FRPPXQLW\��$ERXW����SHRSOH� DUH� UHFUXLWHG�ZKR�DUH� DVNHG� WR� IRUP�DERXW� �� VWDNHKROGHU� JURXSV�ZLWKLQ� WKH

FRQIHUHQFH��7KH\�WDNH�SDUW� LQ�D�VWUXFWXUHG�����GD\�SURFHVV� LQ�ZKLFK�WKH\�PRYH�IURP�UHYLHZLQJ�WKH�SDVW�WR

FUHDWLQJ�LGHDO�IXWXUH�VFHQDULRV��(DFK�RI�WKH�VWDNHKROGHU�JURXSV�H[SODLQV�LWV�YLVLRQ�DQG�WKHQ�D�VKDUHG�YLVLRQ�LV

H[SORUHG��7KH�FRQIHUHQFH�HQGV�ZLWK� WKH�GHYHORSPHQW�RI� DFWLRQ�SODQV�� 6HOI�VHOHFWHG� DFWLRQ� JURXSV�GHYHORS

SURMHFWV�DQG�FRPPLW�WKHPVHOYHV�WR�DFWLRQ�WRZDUGV�WKHLU�YLVLRQ�

,QQRYDWLYH�GHYHORSPHQW��GHO�9DOOH������

,QQRYDWLYH� GHYHORSPHQW� LV� D�PHWKRGRORJ\� FRQVLVWLQJ� RI� IRXU� SDUWLFLSDWRU\� VWHSV�� )LUVW�� DQ� ¶DFWLRQ�PDS·� LV

IRUPXODWHG�� 7KLV� LV� D� V\VWHPDWLF� YLVLRQ� IRU� DFWLRQ� RI� DQ� DWWDLQDEOH� DQG� GHVLUHG� IXWXUH� WKDW� UHIOHFWV� WKH

FRQVHQVXV�RI�SDUWLFLSDQWV��6HFRQG�� WKHUH� LV�DQ�HVWLPDWLRQ�RI� WKH�GLVWDQFH�IURP� WKH�FXUUHQW� VLWXDWLRQ� WR� WKH

DWWDLQDEOH�IXWXUH�DQG�RI�WKH�FDSDELOLWLHV�WKDW�DUH�DYDLODEOH��7KLUG��LV�D�VWXG\�RI�¶SRWHQWLDOLWLHV·�²�WKH�V\VWHPDWLF

LGHQWLILFDWLRQ� DQG� HYDOXDWLRQ� RI� HDFK� RI� WKH� SURVSHFWLYH� DFWLRQV�� )RXUWK�� LV� WKH� GHVLJQ� IRU� DFWLRQ�� $OO

PHWKRGRORJLFDO�VWHSV�DUH�FDUULHG�RXW�WKURXJK�WKH�SDUWLFLSDWLRQ�RI� ¶UHOHYDQW�DFWRUV�RU�VWDNHKROGHUV·�ZKR�DUH

FRQYRNHG�E\�DQ�DSSURSULDWH�DQG�OHJLWLPDWH�DXWKRULW\�

,VVXH�IRUXPV��/RZQGHV�HW�DO� ������

7KHVH� DUH� DOVR� RQJRLQJ� ERGLHV�ZLWK� UHJXODU�PHHWLQJV�� EXW� IRFXVLQJ� RQ� D� SDUWLFXODU� LVVXH� �H�J�� FRPPXQLW\

VDIHW\�RU�KHDOWK�SURPRWLRQ���$JDLQ��WKH\�PD\�KDYH�D�VHW�PHPEHUVKLS�RU�RSHUDWH�RQ�DQ�RSHQ�EDVLV��DQG�DUH



��

RIWHQ� DEOH� WR� PDNH� UHFRPPHQGDWLRQV� WR� UHOHYDQW� FRXQFLO� FRPPLWWHHV� RU� WR� VKDUH� LQ� GHFLVLRQ�PDNLQJ

SURFHVVHV�

0XOWL�FULWHULD�PDSSLQJ��6WLUOLQJ�DQG�0DKHU������

0XOWL�&ULWHULD�0DSSLQJ� �0&0�� DWWHPSWV� WR� FRPELQH� WKH� WUDQVSDUHQF\� RI� QXPHULFDO� DSSURDFKHV� ZLWK� WKH

XQFRQVWUDLQHG�IUDPLQJ�RI�GLVFXUVLYH�GHOLEHUDWLRQV��7KH�WHFKQLTXH�LQYROYHV��GHFLGLQJ�WKH�VXEMHFW�DUHD��GHILQLQJ

WKH�EDVLF�SROLF\�RSWLRQV��VHOHFWLQJ�WKH�SDUWLFLSDQWV��FRQGXFWLQJ�LQGLYLGXDO�LQWHUYLHZV���²��KRXU�VHVVLRQ�ZKHUH

DGGLWLRQDO�RSWLRQV�DUH� VHOHFWHG�� HYDOXDWLYH� FULWHULD� DUH�GHILQHG��RSWLRQV� DUH� VFRUHG� DQG� UHODWLYH�ZHLJKWLQJ� LV

JLYHQ�WR�FULWHULD���TXDQWLWDWLYH�DQG�TXDOLWDWLYH�DQDO\VLV� LV�FRQGXFWHG�E\�UHVHDUFKHUV��IHHGEDFN�RQ�SUHOLPLQDU\

UHVXOWV�SURYLGHG�IRU�SDUWLFLSDQWV��GHOLEHUDWLRQ�EHWZHHQ�SDUWLFLSDQWV�WDNHV�SODFH�DQG��DIWHU�WKH�ILQDO�DQDO\VLV��D

UHSRUW�LV�SURGXFHG�

3DUWLFLSDWRU\�5XUDO�$SSUDLVDO���3DUWLFLSDWRU\�5HVHDUFK�DQG�$FWLRQ��35$���+ROODQG

�����

$�IDPLO\�RI�DSSURDFKHV��PHWKRGV�DQG�EHKDYLRXUV�WR�HQDEOH�SRRU�SHRSOH�WR�H[SUHVV�DQG�DQDO\VH�WKH�UHDOLWLHV

RI�WKHLU�OLYHV�DQG�FRQGLWLRQV��DQG�WKHPVHOYHV�WR�SODQ��PRQLWRU�DQG�HYDOXDWH�WKHLU�DFWLRQV��,Q�35$��RXWVLGHUV

DFW�DV�FDWDO\VWV�IRU� ORFDO�SHRSOH�WR�GHFLGH�ZKDW�WR�GR�ZLWK� WKH� LQIRUPDWLRQ�DQG�DQDO\VLV� WKDW� WKH\�JHQHUDWH�

35$�PHWKRGV�DUH�VLPLODU�WR�WKRVH�XVHG�IRU�55$��VHH�EHORZ��

3ODQQLQJ�IRU�5HDO��,335������

3ODQQLQJ�IRU�5HDO�LV�D�KDQGV�RQ�SODQQLQJ�SURFHVV�ILUVW�GHYHORSHG�LQ�WKH�����V�DV�DQ�DOWHUQDWLYH�WR�WUDGLWLRQDO

SODQQLQJ�PHHWLQJV��8VLQJ�PRGHOV�DQG�FDUGV��LW�FDQ�EH�XVHG�WR�DGGUHVV�PDQ\�LVVXHV�VXFK�DV�WUDIILF��FRPPXQLW\

VDIHW\��FRQGLWLRQ�RI�KRXVLQJ�VWRFN�DQG�HQYLURQPHQWDO� LPSURYHPHQWV��3ODQQLQJ�IRU�5HDO�H[HUFLVHV�DUH�RIWHQ

LQLWLDWHG� E\� D� QHLJKERXUKRRG� RU� UHVLGHQWV·� JURXS��0DWHULDO� LV� SURYLGHG� E\� WKH�1HLJKERXUKRRG� ,QLWLDWLYHV

)RXQGDWLRQ�WR�KHOS�SHRSOH�WR�HPEDUN�RQ�D�QHLJKERXUKRRG�VXUYH\�WR�LGHQWLI\�SUREOHPV�DQG�LVVXHV��$�WKUHH

GLPHQVLRQDO�PRGHO�RI�D�QHLJKERXUKRRG�LV�SUHSDUHG�E\�DOO�VHFWLRQV�RI�WKH�FRPPXQLW\��7KH�PRGHO�LV�PRYHG

DURXQG�WKH�DUHD�WR�SODFHV�DFFHVVLEOH�WR�WKH�FRPPXQLW\��7KH�3ODQQLQJ�IRU�5HDO�(YHQW�LV�DQ�RSHQ�PHHWLQJ�WKDW

IRFXVHV�DWWHQWLRQ�RQ�WKH�PRGHO��0RYHDEOH�RSWLRQV�FDUGV�DUH�XVHG�WR�LGHQWLI\�SUREOHP�DUHDV�DQG�GLVFXVV�KRZ

WKH\� PD\� EH� VROYHG�� 7KH� HYHQW� LV� IROORZHG� E\� ZRUNVKRS� VHVVLRQV� WR� SULRULWLVH� RSWLRQV� DQG� LGHQWLI\

UHVSRQVLELOLW\�IRU�DFWLRQ�

5DSLG�5XUDO�$SSUDLVDO��55$���&KDPEHUV������

'DWD�FROOHFWLRQ�E\�RXWVLGHUV� �UHVHDUFKHUV�DQG�RU�SUDFWLWLRQHUV�ZKR�DUH�QRW�PHPEHUV�RI� WKH�FRPPXQLW\�RU

JURXS� ZLWK� ZKRP� WKH\� LQWHUDFW�� WKURXJK� WKH� XVH� RI� PHWKRGV� WKDW� LQFOXGH� SDUWLFLSDQW� REVHUYDWLRQ�� VHPL�

VWUXFWXUHG�LQWHUYLHZV�DQG�YLVXDO�WHFKQLTXHV��PDSV��PDWULFHV��WUHQG�OLQHV��GLDJUDPV��



��

6HUYLFH�XVHU�IRUXPV��/RZQGHV�HW�DO� ������

7KHVH�DUH�RQJRLQJ�ERGLHV�ZKLFK�PHHW�RQ�D�UHJXODU�EDVLV�WR�GLVFXVV� LVVXHV�UHODWLQJ� WR� WKH�PDQDJHPHQW�DQG

GHYHORSPHQW�RI�D�SDUWLFXODU�VHUYLFH� �H�J��DQ�ROGHU�SHRSOHV�GD\�FHQWUH��RU� D� OHLVXUH�FHQWUH�RU�SDUN���)RUXPV

PD\� KDYH� D� VHW� PHPEHUVKLS� RU� RSHUDWH� RQ� DQ� ¶RSHQ� EDVLV·�� 6XFK� JURXSV� PD\� KDYH� WKH� SRZHU� WR� PDNH

UHFRPPHQGDWLRQV�WR�VSHFLILF�FRXQFLO�FRPPLWWHHV�RU�HYHQ�WR�VKDUH�LQ�GHFLVLRQ�PDNLQJ�SURFHVVHV�

6WDNHKROGHU�GHFLVLRQ�DQDO\VLV��(65&������

$�PHWKRG�RI�FRPELQLQJ�D�GHOLEHUDWLYH�SURFHGXUH��H�J�GLVFXVVLRQ�DQG�QHJRWLDWLRQ�EHWZHHQ�VWDNHKROGHUV��ZLWK

V\VWHPDWLF�PXOWL�FULWHULD� GHFLVLRQ� DQDO\VLV��'HOLEHUDWLRQV� EHWZHHQ� VWDNHKROGHUV� HOLFLWV� FULWHULD� ZKLFK� UHIOHFW

XQGHUO\LQJ�YDOXH�MXGJHPHQWV��7KH�FULWHULD�DUH�ZHLJKWHG�DFFRUGLQJ�WR�WKHLU�UHODWLYH�LPSRUWDQFH�GXULQJ�D�VHULHV

RI� ZRUNVKRSV�� (DFK� VRFLDO� RU� HQYLURQPHQWDO� LVVXH� RI� FRQFHUQ� LV� WKHQ� VFRUHG� DJDLQVW� FULWHULRQ��:HLJKWHG

VFRUHV� ZHUH� VXPPHG� WR� JLYH� D� ILQDO� VFRUH�� 7KLV� SURFHVV� FDQ� IRFXV� GLVFXVVLRQ� EHWZHHQ� VWDNHKROGHUV�

IDFLOLWDWLQJ�QHWZRUNLQJ�DQG�SDUWQHUVKLS�EXLOGLQJ��SURPRWLQJ�QHJRWLDWLRQ�DQG� DYRLGLQJ� FRQIURQWDWLRQ��%HLQJ

RSHQ�DQG�WUDQVSDUHQW�LW�LV�VHHQ�WR�EH�IDLU��7KH�RXWFRPH�JDLQV�OHJLWLPDF\�IURP�WKH�SURFHGXUH�IROORZHG�

9LVLRQLQJ�H[HUFLVHV��/RZQGHV�HW�DO� ������

$�UDQJH�RI�PHWKRGV��LQFOXGLQJ�IRFXV�JURXSV��PD\�EH�XVHG�ZLWKLQ�D�YLVLRQLQJ�H[HUFLVH��WKH�SXUSRVH�RI�ZKLFK

LV�WR�HVWDEOLVK�WKH�¶YLVLRQ·�SDUWLFLSDQWV�KDYH�RI�WKH�IXWXUH�DQG�WKH�NLQG�RI�WKH�IXWXUH�WKH\�ZRXOG�OLNH�WR�FUHDWH�

9LVLRQLQJ�PD\� EH� XVHG� WR� LQIRUP� EURDG� VWUDWHJ\� IRU� D� ORFDOLW\�� RU�PD\� KDYH� D�PRUH� VSHFLILF� IRFXV� �DV� LQ

HQYLURQPHQWDO�FRQVXOWDWLRQV�IRU�/RFDO�$JHQGD�����

)RU�D�GHVFULSWLRQ�RI�RWKHU�PHWKRGV� WKDW� FRXOG�EH�XVHG� IRU�SDUWLFLSDWRU\� HQYLURQPHQWDO� SROLF\�PDNLQJ� VHH

1()��������
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5()(5(1&(6

 $OH[DQGHU��(�5���������¶'RLQJ�WKH�´LPSRVVLEOHµ��QRWHV�IRU�D�JHQHUDO�WKHRU\�RI�SODQQLQJ·��(QYLURQPHQW�DQG

3ODQQLQJ�%��3ODQQLQJ�DQG�'HVLJQ��9RO��������²��

 $KOXZDOLD��0��� ������ ¶5HSUHVHQWLQJ� FRPPXQLWLHV�� WKH� FDVH� RI� D� FRPPXQLW\�EDVHG� ZDWHUVKHG�PDQDJHPHQW

SURMHFW�LQ�5DMDVWKDQ��,QGLD·��,'6�%XOOHWLQ��9RO����1R������²��

 %DOODQW\QH�� 3��� ������ ¶,QIRUPDWLRQ�� FDSDFLW\� GHYHORSPHQW� DQG� HQYLURQPHQWDO� SROLF\�PDNLQJ·�� (&'30

:RUNLQJ�3DSHU�1R��

 %DUQHV��0���������%XLOGLQJ�D�GHOLEHUDWLYH�GHPRFUDF\��$Q�HYDOXDWLRQ�RI� WZR�FLWL]HQ·V� MXULHV��/RQGRQ�

,335

 %HFN��8���������5LVN�6RFLHW\��7RZDUGV�D�1HZ�0RGHUQLW\��/RQGRQ��6DJH

 %ODFNEXUQ��-��DQG�GH�7RPD��������¶6FDOLQJ�GRZQ�DV�WKH�NH\�WR�VFDOLQJ�XS"�7KH�UROH�RI�SDUWLFLSDWRU\�PXQLFLSDO

SODQQLQJ� LQ� %ROLYLD·V� /DZ� RI� 3RSXODU� 3DUWLFLSDWLRQ·�� LQ� -�� %ODFNEXUQ�� �HG���� :KR� FKDQJHV"

,QVWLWXWLRQDOLVLQJ�SDUWLFLSDWLRQ�LQ�GHYHORSPHQW��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

 %ORRPILHOG��'���&ROOLQV��.��� )U\��&��� DQG�0XQWRQ��5��� ������'HOLEHUDWLYH� DQG� LQFOXVLRQDU\� SURFHVVHV�� WKHLU

FRQWULEXWLRQV�WR�HQYLURQPHQWDO�JRYHUQDQFH��3DSHU�SUHVHQWHG�DW� WKH�ILUVW�(65&� ¶',3V� LQ�HQYLURQPHQWDO

GHFLVLRQ�PDNLQJ·�VHPLQDU����WK�'HFHPEHU�����

 %RKPDQ��-���������¶'HPRFUDF\�DV�LQTXLU\��LQTXLU\�DV�GHPRFUDWLF��SUDJPDWLVP��VRFLDO�VFLHQFH�DQG�WKH�FRJQLWLYH

GLYLVLRQ�RI�ODERXU·��$PHULFDQ�-RXUQDO�RI�3ROLWLFDO�6FLHQFH��9RO����1R�������²���

 %RWNLQ��'���������'LVFRUGDQW�KDUPRQLHV��D�QHZ�HFRORJ\�IRU�WKH�WZHQW\�ILUVW�FHQWXU\��2[IRUG��2[IRUG

8QLYHUVLW\�3UHVV

 %XUJHVV�� -��� ������'HFLGLQJ� WRJHWKHU�� QHZ� DSSURDFKHV� IRU�PRUH� LQFOXVLYH�� HQYLURQPHQWDO� GHFLVLRQ�PDNLQJ�

3DSHU� SUHVHQWHG� DW� WKH� 5*6�,%*� /RQGRQ� FRQIHUHQFH� ���WK� $SULO�� ������ RQ� 7KH� SXEOLF� DQG� WKH

HQYLURQPHQW��FLWL]HQV��VXVWDLQDELOLW\�DQG�VFLHQFH

 %XUJHVV�� -���+DUULVRQ��&��� DQG�)LOLXV�� 3��� ������ ¶(QYLURQPHQWDO� FRPPXQLFDWLRQ� DQG� WKH� FXOWXUDO� SROLWLFV� RI

HQYLURQPHQWDO�FLWL]HQVKLS·��(QYLURQPHQW�DQG�3ODQQLQJ�$��9RO���������²��

 %XVHQEHUJ��*���������¶&ROODERUDWLYH�DQG�DGYHUVDULDO�DQDO\VLV�LQ�HQYLURQPHQWDO�SROLF\·��3ROLF\�6FLHQFHV��9RO

�����²��

 %XWWRQ��0��DQG�0DWWVRQ��.��������� ¶'HOLEHUDWLYH�GHPRFUDF\� LQ�SUDFWLFH�� FKDOOHQJHV� DQG�SURVSHFWV� IRU� FLYLF

GHOLEHUDWLRQ·��3ROLW\��9RO����1R�������²��

 &DUOH\�� 0��� ������ ¶1HLJKERXUKRRGV� ²� EXLOGLQJ� EORFNV� RI� QDWLRQDO� VXVWDLQDELOLW\·�� 7RZQ� DQG� &RXQWU\

3ODQQLQJ��)HEUXDU\�����

 &KDPEHUV��5���������:KRVH�5HDOLW\�&RXQWV"�3XWWLQJ�WKH�)LUVW�/DVW��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\

3XEOLFDWLRQV

 &KHVV�� &�� DQG� 3XUFHOO�� .��� ������ ¶3XEOLF� SDUWLFLSDWLRQ� DQG� WKH� HQYLURQPHQW�� GR� ZH� NQRZ� ZKDW� ZRUNV"·

(QYLURQPHQWDO�6FLHQFH�DQG�7HFKQRORJ\��9RO����1R���������²��

 &RFKUDQH��$���������¶)URP�WKHRULHV�WR�SUDFWLFHV�� ORRNLQJ�IRU�ORFDO�GHPRFUDF\�LQ�%ULWDLQ·�LQ�'��.LQJ�DQG�*�

6WRNHU��5HWKLQNLQJ�/RFDO�'HPRFUDF\��/RQGRQ��0DFPLOODQ
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 &ODUN��5���������¶&RPPXQLW\�LVVXHV�JURXSV·��8.&(('�%XOOHWLQ��1R�������

 'H� +DDQ�� $��� ������ 6RFLDO� H[FOXVLRQ�� WRZDUGV� DQ� KROLVWLF� XQGHUVWDQGLQJ� RI� GHSULYDWLRQ�� /RQGRQ�

'HSDUWPHQW�IRU�,QWHUQDWLRQDO�'HYHORSPHQW

 'HO�9DOOH��$���������¶0DQDJLQJ�FRPSOH[LW\�WKURXJK�PHWKRGLF�SDUWLFLSDWLRQ��WKH�FDVH�RI�DLU�TXDOLW\�LQ�6DQWLDJR�

&KLOH·��6\VWHPLF�3UDFWLFH�DQG�$FWLRQ�5HVHDUFK��9RO����1R�������²��

 'REVRQ��$���������-XVWLFH�DQG�WKH�(QYLURQPHQW��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV

 'U\]HN�� -�6��� ������ ¶3ROLF\� DQDO\VLV� DQG�SODQQLQJ��)URP� VFLHQFH� WR� DUJXPHQW·� LQ�)��)LVFKHU� DQG� -��)RUHVWHU

�HGV���������7KH�$UJXPHQWDWLYH�7XUQ�LQ�3ROLF\�$QDO\VLV�DQG�3ODQQLQJ��/RQGRQ��8&/�3UHVV

 (EHQ�� 6��� ������ ¶3XEOLF� SDUWLFLSDWLRQ� LQ� HQYLURQPHQWDO� SROLF\�� FRQVLGHULQJ� VFLHQWLILF�� FRXQWHU�VFLHQWLILF� DQG

QRQ�VFLHQWLILF�FRQWULEXWLRQV·��3XEOLF�8QGHUVWDQGLQJ�RI�6FLHQFH��9RO�������²���

 (GHQ��6���������¶(QYLURQPHQWDO�LVVXHV��NQRZOHGJH��XQFHUWDLQW\�DQG�WKH�HQYLURQPHQW·��3URJUHVV�LQ�+XPDQ

*HRJUDSK\��9RO����1R�������²��

 (65&�� ������ 6WUHQJWKHQLQJ� GHFLVLRQ�PDNLQJ� IRU� VXVWDLQDEOH� GHYHORSPHQW�� 5HSRUW� RI� D� ZRUNVKRS� KHOG� DW

(\QVKDP�+DOO��2[IRUG����²���-XQH�����

 (YDQV�� %��� ������ 3XEOLF� 3DUWLFLSDWLRQ� LQ� /RFDO� $JHQGD� ���� 3DSHU� SUHVHQWHG� DW� WKH� 5*6�,%*� /RQGRQ

FRQIHUHQFH����WK�$SULO��������RQ�¶7KH�SXEOLF�DQG�WKH�HQYLURQPHQW��FLWL]HQV��VXVWDLQDELOLW\�DQG�VFLHQFH·

 )DLUKHDG��-��DQG�/HDFK�0���������5HIUDPLQJ�GHIRUHVWDWLRQ��JOREDO�DQDO\VHV�DQG�ORFDO�UHDOLWLHV��VWXGLHV�LQ

:HVW�$IULFD��/RQGRQ��5RXWOHGJH

 )LVFKHU�� )��� ������ ¶&LWL]HQ� SDUWLFLSDWLRQ� DQG� WKH� GHPRFUDWLVDWLRQ� RI� SROLF\�� )URP� WKHRUHWLFDO� LQTXLU\� WR

SUDFWLFDO�FDVHV·��3ROLF\�6FLHQFHV��9RO����1R�������²��

 )LVKNLQ�� -��� ������ ¶7RZDUG� GHOLEHUDWLYH� GHPRFUDF\�� H[SHULPHQWLQJ�ZLWK� DQ� LGHDO·� LQ� 6��(ONLQ� DQG�.�� 6ROWDQ

�HGV���&LWL]HQ�&RPSHWHQFH�DQG�'HPRFUDWLF�,QVWLWXWLRQV��3HQQV\OYDQLD�6WDWH�8QLYHUVLW\�3UHVV�����²��

 )LVKNLQ��-��DQG�/XVNLQ��5���������¶'HOLEHUDWLYH�SROOLQJ�DQG�FLWL]HQ�FRQVXOWDWLRQ·��8.&(('�%XOOHWLQ��1R����

�²�

 )RXFDXOW��0���������'LVFLSOLQH�DQG�SXQLVK�²�WKH�ELUWK�RI�WKH�SULVRQ�������WUDQVODWLRQ��+DUPRQGVZRUWK�

3HQJXLQ

 )UHHPDQ��&���/LWWOHZRRG��6��DQG�:KLWQH\��'���������¶/RFDO�JRYHUQPHQW�DQG�HPHUJLQJ�PRGHOV�RI�SDUWLFLSDWLRQ

LQ�WKH�/RFDO�$JHQGD����SURFHVV·��-RXUQDO�RI�(QYLURQPHQWDO�3ODQQLQJ�DQG�0DQDJHPHQW��9RO����1R

�����²��

 )UHXGHQEHUJHU��.���������¶7KH�XVH�RI�55$�WR�LQIRUP�SROLF\��WHQXUH�LVVXHV�LQ�0DGDJDVFDU�DQG�*XLQHD·�LQ�-�

+ROODQG� �HG���� :KRVH� YRLFH"� 3DUWLFLSDWRU\� UHVHDUFK� DQG� SROLF\� FKDQJH�� /RQGRQ�� ,QWHUPHGLDWH

7HFKQRORJ\�3XEOLFDWLRQV

 *DYHQWD��-��DQG�5RELQVRQ��0���������¶,QIOXHQFH�IURP�EHORZ�DQG�VSDFH�IURP�DERYH��1RQ�HOLWH�DFWLRQ�DQG�SUR�

SRRU�SROLFLHV·��,'6�:RUNLQJ�3DSHU

 *(&3��������¶7KH�SROLWLFV�RI�*0�IRRG��5LVN��VFLHQFH�DQG�SXEOLF�WUXVW·��6SHFLDO�%ULHILQJ����(65&�*OREDO

(QYLURQPHQWDO�&KDQJH�3URJUDPPH

 *LGGHQV��$���������7KH�&RQVHTXHQFHV�RI�0RGHUQLW\��&DPEULGJH��3ROLW\�3UHVV
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 *LOO�� *��� ������ ¶8VLQJ� 35$� IRU� DJULFXOWXUDO� SROLF\� DQDO\VLV� LQ� 1HSDO·� LQ� -�� +ROODQG� �HG����:KRVH� YRLFH"

3DUWLFLSDWRU\�UHVHDUFK�DQG�SROLF\�FKDQJH��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

 *URYH�:KLWH��5���������2Q�VRFLDO�LQWHOOLJHQFH�DQG�FRQWHPSRUDU\�SROLWLFV��VRPH�LPSOLFDWLRQV�IRU�¶7KH�7KLUG

:D\·�� 3DSHU� SUHVHQWHG� DW� WKH� ILUVW� (65&� ¶',3V� LQ� HQYLURQPHQWDO� GHFLVLRQ�PDNLQJ·� VHPLQDU�� ��WK

'HFHPEHU�����

 *XLMW�� ,�� DQG� 6KDK�� 0�.�� �HGV��� ������ 7KH� 0\WK� RI� &RPPXQLW\�� *HQGHU� LVVXHV� LQ� SDUWLFLSDWRU\

GHYHORSPHQW��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

 *XMMD��%���3LPEHUW��0�DQG�6KDK��0��� ������ ¶9LOODJH� YRLFHV� FKDOOHQJLQJ�ZHWODQG�PDQDJHPHQW� SROLFLHV�� 35$

H[SHULHQFHV� IURP�3DNLVWDQ� DQG� ,QGLD·� LQ� -��+ROODQG� �HG����:KRVH� YRLFH"� 3DUWLFLSDWRU\� UHVHDUFK� DQG

SROLF\�FKDQJH��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

 +DEHUPDV��-���������7KH�3KLORVRSKLFDO�'LVFRXUVH�2I�0RGHUQLW\��&DPEULGJH��3ROLW\�3UHVV

 +DMHU��0��$���������7KH�SROLWLFV�RI�HQYLURQPHQWDO�GLVFRXUVH��HFRORJLFDO�PRGHUQLVDWLRQ�DQG�WKH�SROLF\

SURFHVV��2[IRUG��&ODUHQGRQ�3UHVV

 +DPSWRQ��*���������¶(QYLURQPHQWDO�HTXLW\�DQG�SXEOLF�SDUWLFLSDWLRQ·��3ROLF\�6FLHQFHV��9RO��������²��

 +D\QHV�� -�� ������ ¶3RZHU�� SROLWLFV� DQG� HQYLURQPHQWDO� PRYHPHQWV� LQ� WKH� 7KLUG� :RUOG·�� (QYLURQPHQWDO

3ROLWLFV�9RO���1R�������²��

 +HDOH\��3��������� ¶3ODQQLQJ�WKURXJK�GHEDWH��7KH�FRPPXQLFDWLYH�WXUQ� LQ�SODQQLQJ�WKHRU\·��7RZQ�3ODQQLQJ

5HYLHZ��9RO����1R�������²��

 +HDOH\�� 3��� ������ ¶7KH� DUJXPHQWDWLYH� WXUQ� LQ� SODQQLQJ� WKHRU\� DQG� LWV� LPSOLFDWLRQV� IRU� VSDWLDO� VWUDWHJ\

IRUPDWLRQ·�� LQ� 7�� 3DNDULQHQ� DQG� +�� <OLQHQ� �HGV��� $UH� ORFDO� VWUDWHJLHV� SRVVLEOH"� 6FUXWLQLVLQJ

VXVWDLQDELOLW\��7DPSHUH��7DPSHUH�8QLYHUVLW\�RI�7HFKQRORJ\��7DPSHUH����²��

 +HDOH\��3���������&ROODERUDWLYH�SODQQLQJ��VKDSLQJ�SODFHV�LQ�IUDJPHQWHG�VRFLHWLHV��/RQGRQ��0DFPLOODQ

 +HDOH\��3���������¶&ROODERUDWLYH�SODQQLQJ�LQ�VWDNHKROGHU�VRFLHW\·��7RZQ�3ODQQLQJ�5HYLHZ��9RO����1R�����²

��

 +HDOH\�� 3��� ������ ¶'HFRQVWUXFWLQJ� FRPPXQLFDWLYH� SODQQLQJ� WKHRU\�� D� UHSO\� WR� 7HZGZU�-RQHV� DQG

$OOPHQGLQJHU·��(QYLURQPHQW�DQG�3ODQQLQJ�$��9RO���������²��

 +LOO��0���������7KH�3ROLF\�3URFHVV�LQ�WKH�0RGHUQ�6WDWH��/RQGRQ��3UHQWLFH�+DOO

 +ROODQG��-�� �HG����������:KRVH�YRLFH"�3DUWLFLSDWRU\�UHVHDUFK�DQG�SROLF\�FKDQJH��/RQGRQ��,QWHUPHGLDWH

7HFKQRORJ\�3XEOLFDWLRQV

 +RURZLW]��'�/���������¶,V�WKHUH�D�WKLUG�ZRUOG�SROLF\�SURFHVV"·�3ROLF\�6FLHQFHV��9RO��������²���

 +R\HV�� /��� -HIIHUV�� 6��� /DUW�� 5��� 0HDQV�� 5�� DQG� 7D\ORU�� 0��� ������ ¶8VHU� HPSRZHUPHQW� DQG� UHIRUP� RI

FRPPXQLW\�FDUH·��6WXGLHV�LQ�'HFHQWUDOLVDWLRQ�DQG�TXDVL�PDUNHWV�1R�����%ULVWRO��6$86�3XEOLFDWLRQV

 ,ELNXQOH�-RKQVRQ�� 9��� ������ ¶0DQDJLQJ� WKH� FRPPXQLW\·V� HQYLURQPHQW�� *UDVVURRWV� SDUWLFLSDWLRQ� DQG

HQYLURQPHQWDO�HGXFDWLRQ·��&RQYHUJHQFH��9RO����1R������²��

 ,&/(,��������/RFDO�*RYHUQPHQW�LPSOHPHQWDWLRQ�RI�$JHQGD���

 ,&/(,��������&DVH�VWXGLHV�RQ�WKH�/RFDO�$JHQGD����3URFHVV

 ,'6�� ����D�� ,'6� ����� LQLWLDWLYH� ²�3URJUDPPH����7UDQVIRUPLQJ� HQYLURQPHQWDO� SROLF\� DQG� SUDFWLFH�

%ULJKWRQ��,'6��8QLYHUVLW\�RI�6XVVH[�



��

 ,'6�� ����E�� ¶+RZ� DUH� ORFDO� YRLFHV� KHDUG� E\� SROLF\PDNHUV"·� LQ� -�� +ROODQG� �HG���� ������ :KRVH� YRLFH"

3DUWLFLSDWRU\�UHVHDUFK�DQG�SROLF\�FKDQJH��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

 ,'6��������/HDUQLQJ�WR�WDNH�WLPH�DQG�JR�VORZ��PDLQVWUHDPLQJ�SDUWLFLSDWLRQ�LQ�GHYHORSPHQW�DQG�WKH

FRPSUHKHQVLYH�GHYHORSPHQW�IUDPHZRUN��&')���,'6��8QLYHUVLW\�RI�6XVVH[�'5$)7

 ,335��������0RGHOV�RI�3XEOLF�,QYROYHPHQW��/RQGRQ��,335

 ,UZLQ��$���������&LWL]HQ�6FLHQFH��/RQGRQ��5RXWOHGJH

 -DPLVRQ�� $��� ������ ¶7KH� VKDSLQJ� RI� WKH� JOREDO� HQYLURQPHQWDO� DJHQGD�� WKH� UROH� RI� QRQ�JRYHUQPHQWDO

RUJDQLVDWLRQV·�LQ�/DVK�HW�DO���5LVN��(QYLURQPHQW�DQG�0RGHUQLW\��/RQGRQ��6DJH

 -RKQVRQ�� 9��� ,YDQ�6PLWK�� (��� *RUGRQ�� *��� 3ULGPRUH�� 3� DQG� 6FRWW�� 3�� �HGV��� ������ 6WHSSLQJ� IRUZDUG�

&KLOGUHQ� DQG� \RXQJ� SHRSOH·V� SDUWLFLSDWLRQ� LQ� WKH� GHYHORSPHQW� SURFHVV�� /RQGRQ�� ,QWHUPHGLDWH

7HFKQRORJ\

 .DVV��*��� ������ 6FLHQFH� DQG� WHFKQRORJ\�� LVVXHV� IRU� OHJLVODWRUV�� /RQGRQ��:LQVWRQ� &KXUFKLOO�0HPRULDO

7UXVW������7UDYHOOLQJ�)HOORZVKLS��3DUOLDPHQWDU\�RIILFH�RI�VFLHQFH�DQG�WHFKQRORJ\

 .HHOH\�� -��DQG�6FRRQHV�� ,��������� ¶8QGHUVWDQGLQJ�HQYLURQPHQWDO�SROLF\�SURFHVVHV�� D� UHYLHZ·��,'6�:RUNLQJ

3DSHU�����%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[

 .HHOH\�� -�� DQG� 6FRRQHV�� ,��� ������ ¶(QYLURQPHQWDO� SROLF\�PDNLQJ� LQ� =LPEDEZH�� 'LVFRXUVH�� 6FLHQFH� DQG

SROLWLFV·��,'6�:RUNLQJ�3DSHU��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[

 .HHOH\��-��DQG�6FRRQHV��,���IRUWKFRPLQJ��¶.QRZOHGJH��SRZHU�DQG�SROLWLFV��7KH�HQYLURQPHQWDO�SROLF\�PDNLQJ

SURFHVV�LQ�(WKLRSLD·��-RXUQDO�RI�0RGHUQ�$IULFDQ�6WXGLHV

 .LQJ�� &��� )HOWH\�� .�� DQG� 2·1HLOO�� %��� ������ ¶7KH� TXHVWLRQ� RI� SDUWLFLSDWLRQ�� WRZDUG� DXWKHQWLF� SXEOLF

SDUWLFLSDWLRQ�LQ�SXEOLF�DGPLQLVWUDWLRQ·��3XEOLF�$GPLQLVWUDWLRQ�5HYLHZ��9RO����1R�������²��

 .LQJ��'���DQG�6WRNHU��*���������5HWKLQNLQJ�/RFDO�'HPRFUDF\��/RQGRQ��0DFPLOODQ

 .RRQW]��7���������¶&LWL]HQ�SDUWLFLSDWLRQ��FRQIOLFWLQJ�LQWHUHVWV�LQ�VWDWH�DQG�QDWLRQDO�DJHQF\�SROLF\�PDNLQJ·��7KH

6RFLDO�6FLHQFH�-RXUQDO��9RO����1R�������²��

 .XPDU��6���HG����������6RXWK�6RXWK�ZRUNVKRS�RQ�35$��DWWLWXGHV�DQG�EHKDYLRXU��%DQJDORUH�DQG�0DGXUDL���²

���-XO\�����

 /DLUG��)���������¶3DUWLFLSDWRU\�DQDO\VLV��GHPRFUDF\�DQG�WHFKQRORJLFDO�GHFLVLRQ�PDNLQJ·�6FLHQFH��7HFKQRORJ\

DQG�+XPDQ�9DOXHV��9RO����1R�������²��

 /DSLQWLH��.��������� ¶$QDO\VLQJ�DQG�HYDOXDWLQJ�DUJXPHQWDWLRQ� LQ�SODQQLQJ·��(QYLURQPHQW�DQG�SODQQLQJ�%�

SODQQLQJ�DQG�GHVLJQ��9RO��������²���

 /DVK�� -��� ������ )RUZDUG�� LQ� =D]XHWD�� $��� 3ROLF\� KLWV� WKH� JURXQG�� 3DUWLFLSDWLRQ� DQG� HTXLW\� LQ

HQYLURQPHQWDO�SROLF\�PDNLQJ��:RUOG�5HVRXUFHV�,QVWLWXWH��YLL²YLLL

 /HXUV�� 5��� ������ ¶&XUUHQW� FKDOOHQJHV� IDFLQJ� SDUWLFLSDWRU\� UXUDO� DSSUDLVDO·� LQ� -�� %ODFNEXUQ� �HG���� ������:KR

FKDQJHV"� ,QVWLWXWLRQDOLVLQJ� SDUWLFLSDWLRQ� LQ� GHYHORSPHQW�� /RQGRQ�� ,QWHUPHGLDWH� 7HFKQRORJ\

3XEOLFDWLRQV

 /RQGRQ��6��� ������ ¶7HOHGHPRFUDF\�YV�GHOLEHUDWLYH�GHPRFUDF\�� D� FRPSDUDWLYH� ORRN�DW� WZR�PRGHOV�RI�SXEOLF

WDON·��-RXUQDO�RI�,QWHUSHUVRQDO�&RPSXWLQJ�DQG�7HFKQRORJ\��9RO���1R������²��



��

 /RZQGHV��9�� HW� DO��� ������*XLGDQFH�RQ�HQKDQFLQJ�SXEOLF�SDUWLFLSDWLRQ� LQ� ORFDO�JRYHUQPHQW��/RQGRQ�

'HSDUWPHQW�RI�WKH�(QYLURQPHQW��7UDQVSRUW�DQG�WKH�5HJLRQV

 /XNHV��6���������3RZHU��D�5DGLFDO�9LHZ��/RQGRQ��0DFPLOODQ

 0DFQDJKWHQ��3���*URYH�:KLWH��5���-DFREV��0���DQG�:\QQH��%���������3XEOLF�SHUFHSWLRQV�DQG�VXVWDLQDELOLW\

LQ�/DQFDVKLUH��,QGLFDWRUV��LQVWLWXWLRQV��SDUWLFLSDWLRQ��8QLYHUVLW\�RI�/DQFDVWHU�DQG�/DQFDVKLUH�&RXQW\

&RXQFLO

 0F/DLQ�� 5�� DQG� -RQHV�� (��� ������ ¶&KDOOHQJLQJ� ´FRPPXQLW\µ� GHILQLWLRQV� LQ� VXVWDLQDEOH� QDWXUDO� UHVRXUFH

PDQDJHPHQW��WKH�FDVH�RI�ZLOG�PXVKURRP�KDUYHVWLQJ�LQ�WKH�86$·��*DWHNHHSHU�6HULHV�1R�6$����/RQGRQ�

,,('

 0HDUQV�� 5��� ������ ¶3DVWRUDO� LQVWLWXWLRQV�� ODQG� WHQXUH� DQG� ODQG� SROLF\� UHIRUP� LQ� SRVW�VRFLDOLVW� 0RQJROLD·�

3$/'�5HVHDUFK�5HSRUW�1R����%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[

 0RRUH��0��DQG�3XW]HO��-���������¶7KLQNLQJ�VWUDWHJLFDOO\�DERXW�SROLWLFV�DQG�SRYHUW\·��,'6�:RUNLQJ�3DSHU�����

%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[

 0RVVH��'���������¶$XWKRULW\��JHQGHU�DQG�NQRZOHGJH��7KHRUHWLFDO�UHIOHFWLRQV�RQ�WKH�SUDFWLFH�RI�SDUWLFLSDWRU\

UXUDO�DSSUDLVDO·��'HYHORSPHQW�DQG�&KDQJH��9RO��������²���

 0XNDQXUL�� %�%��� IRUWKFRPLQJ�� /RFDO� SHUFHSWLRQV� RI� 9/(,� FXOWLYDWLRQ�� SROLFLHV� DQG� VWUDWHJLHV� LQ

=LPEDEZH��8QLYHUVLW\�RI�=LPEDEZH

 1()�� ������ 3DUWLFLSDWLRQ� ZRUNV��� ��� WHFKQLTXHV� RI� FRPPXQLW\� SDUWLFLSDWLRQ� IRU� WKH� ��VW� FHQWXU\�

/RQGRQ��1HZ�(FRQRPLFV�)RXQGDWLRQ

 1HOVRQ�� 1�� DQG�:ULJKW�� 6� �HGV��� ������3RZHU� DQG� 3DUWLFLSDWRU\� 'HYHORSPHQW�� /RQGRQ�� ,QWHUPHGLDWH

7HFKQRORJ\�3XEOLFDWLRQV

 1RUWRQ�� $��� ������ ¶$QDO\VLQJ� SDUWLFLSDWRU\� UHVHDUFK� IRU� SROLF\� FKDQJH·� LQ� -�� +ROODQG� �HG��� ������:KRVH

YRLFH"�3DUWLFLSDWRU\�5HVHDUFK�DQG�3ROLF\�&KDQJH��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

 2YHUVHDV�'HYHORSPHQW� ,QVWLWXWH�� ������ ¶:KDW� FDQ� ZH� GR�ZLWK� D� ULJKWV�EDVHG� DSSURDFK� WR� GHYHORSPHQW"·

2',�%ULHILQJ�3DSHU��/RQGRQ��2',

 2·5LRUGDQ�� 7��� ������ 2Q� /LQNLQJ� )RUPDO� DQG� ,QIRUPDO� *RYHUQDQFH�� 3DSHU� SUHVHQWHG� DW� WKH� ILUVW� (65&

¶',3V�LQ�HQYLURQPHQWDO�GHFLVLRQ�PDNLQJ·�VHPLQDU����WK�'HFHPEHU�����

 2·5LRUGDQ��7���-RUGDQ��$��DQG�9RLVH\��+���������7KH�,QWHUQDWLRQDO�6XVWDLQDEOH�'HYHORSPHQW�$JHQGD��'HVN

VWXG\�SUHSDUHG�IRU�WKH�(65&�(QYLURQPHQW�DQG�6XVWDLQDEOH�'HYHORSPHQW�:RUNLQJ�*URXS

 3HOOHWLHU��'���.UDDN��9���0F&XOOXP��&���8XVLWDOR��8��� DQG�5LFK��5��� ������ ¶7KH� VKDSLQJ�RI� FROOHFWLYH� YDOXHV

WKURXJK�GHOLEHUDWLYH�GHPRFUDF\��$Q�HPSLULFDO�VWXG\�IURP�1HZ�<RUN·V�1RUWK�&RXQWU\·��3ROLF\�6FLHQFHV�

9RO��������²��

 3HOORZ��'���������¶1HJRWLDWLRQ�DQG�FRQIURQWDWLRQ��HQYLURQPHQWDO�SROLF\�PDNLQJ�WKURXJK�FRQVHQVXV·��6RFLHW\

DQG�1DWXUDO�5HVRXUFHV��9RO��������²���

 3RUWHU��5���������.QRZOHGJH�XWLOLVDWLRQ�DQG�WKH�SURFHVV�RI�SROLF\�IRUPDWLRQ��WRZDUG�D�IUDPHZRUN�IRU

$IULFD��86$,'

 3UHVV��'���������'HPRFUDWLF�GLOHPPDV�LQ�WKH�DJH�RI�HFRORJ\��7UHHV�DQG�WR[LFV�LQ�WKH�$PHULFDQ�:HVW�

/RQGRQ��'XNH�8QLYHUVLW\�3UHVV
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 5HQQ��2���������¶&LWL]HQ�SDUWLFLSDWLRQ�IRU�WKH�GHVLJQ�RI�HQYLURQPHQWDO�SROLFLHV·��8.&(('�%XOOHWLQ��1R����

�²��

 5HQQ�� 2��� %ODWWHQ�0LQN�� %��� DQG� .DVWHQKRO]�� +��� ������ ¶'LVFXUVLYH� PHWKRGV� LQ� HQYLURQPHQWDO� GHFLVLRQ�

PDNLQJ·��%XVLQHVV�6WUDWHJ\�DQG�WKH�(QYLURQPHQW��9RO�������²��

 5HQQ��2��DQG�:HEOHU��7��������¶$QWLFLSDWLQJ�FRQIOLFWV��SXEOLF�SDUWLFLSDWLRQ�LQ�PDQDJLQJ�WKH�VROLG�ZDVWH�FULVLV·�

*DLD��9RO��

 5HQQ��2��:HEOHU��7��5DNHO��+���'LHQHO��3���DQG�-RKQVRQ��%���������¶3XEOLF�SDUWLFLSDWLRQ�LQ�GHFLVLRQ�PDNLQJ��D

WKUHH�VWHS�SURFHGXUH·��3ROLF\�6FLHQFHV��9RO��������²���

 5LSSH��.���DQG�6FKDEHU��3��������¶'HPRFUDF\�DQG�HQYLURQPHQWDO�GHFLVLRQ�PDNLQJ·��(QYLURQPHQWDO�9DOXHV�

9RO������²��

 5REE��&���������&DQ�WKH�SRRU�LQIOXHQFH�SROLF\"�3DUWLFLSDWRU\�3RYHUW\�$VVHVVPHQWV�LQ�WKH�'HYHORSLQJ

:RUOG��:DVKLQJWRQ�'&��:RUOG�%DQN

 5RVVL�� -��� ������ ¶3DUWLFLSDWLRQ� UXQ� DPRN�� WKH� FRVWV� RI�PDVV� SDUWLFLSDWLRQ� IRU� GHOLEHUDWLYH� DJHQF\� GHFLVLRQ�

PDNLQJ·�1RUWKZHVWHUQ�8QLYHUVLW\�/DZ�5HYLHZ��9RO����1R�������²���

 6DQGHUVRQ�� ,��� ������ ¶3DUWLFLSDWLRQ� DQG� GHPRFUDWLF� UHQHZDO�� IURP� ¶LQVWUXPHQWDO·� WR� ¶FRPPXQLFDWLYH

UDWLRQDOLW\·"·�3ROLF\�DQG�3ROLWLFV��9RO����1R�������²��

 6FRWW��$��-��������� ¶7KH�FRQWULEXWLRQ�RI�IRUXPV�WR�UXUDO�VXVWDLQDEOH�GHYHORSPHQW��D�SUHOLPLQDU\�HYDOXDWLRQ·�

-RXUQDO�RI�(QYLURQPHQWDO�0DQDJHPHQW��9RO��������²���

 6FRWW�� -��� ������ 'RPLQDWLRQ� DQG� WKH� $UWV� RI� 5HVLVWDQFH�� +LGGHQ� 7UDQVFULSWV�� 1HZ� +DYHQ�� <DOH

8QLYHUVLW\�3UHVV

 6HOPDQ�� 3��� ������ ¶/RFDO� $JHQGD� ���� 6XEVWDQFH� RU� 6SLQ"·� -RXUQDO� RI� (QYLURQPHQWDO� 3ODQQLQJ� DQG

0DQDJHPHQW��9RO����1R�������²��

 6HOPDQ�� 3�� DQG� 3DUNHU�� -��� ������ ¶&LWL]HQVKLS�� &LYLFQHVV� DQG� VRFLDO� FDSLWDO� LQ� /RFDO� $JHQGD� ��·�� /RFDO

(QYLURQPHQW��9RO���1R�������²��

 6KDFNOH\��6��DQG�'DULHU��(���������3ROLWLFV�LQ�3ODFH��5HDQLPDWLQJ�3XEOLF�(QJDJHPHQW��&RQIHUHQFH�UHSRUW

 6KDK��$���������&UHDWLQJ�(QDEOLQJ�(QYLURQPHQW��,QIOXHQFLQJ�3XEOLF�3ROLF\��D�GLVFXVVLRQ�SDSHU

 6FKHXIHOH�� '�� $��� ������ ¶'HOLEHUDWLRQ� RU� GLVSXWH�� DQ� H[SORUDWRU\� VWXG\� H[DPLQLQJ� GLPHQVLRQV� RI� SXEOLF

RSLQLRQ�H[SUHVVLRQ·��,QWHUQDWLRQDO�-RXUQDO�RI�3XEOLF�2SLQLRQ�5HVHDUFK��9RO����1R������²��

 6FKURHGHU�� 5��� ������ ¶*HRJUDSKLHV� RI� HQYLURQPHQWDO� LQWHUYHQWLRQ� LQ� $IULFD·�� 3URJUHVV� LQ� +XPDQ

*HRJUDSK\��9RO����1R�������²��

 6PLWK��*�� DQG�:DOHV��&��� ������ ¶7KH� WKHRU\� DQG� SUDFWLFH� RI� FLWL]HQ·V� MXULHV·��3ROLF\� DQG�3ROLWLFV�� 9RO� ��

1R�������²���

 6WLUOLQJ�� $�� DQG� 0DKHU�� 6��� ������ 5HWKLQNLQJ� ULVN�� $� SLORW� PXOWL�FULWHULD� PDSSLQJ� RI� D� JHQHWLFDOO\

PRGLILHG�FURS�LQ�DJULFXOWXUDO�V\VWHPV�LQ�WKH�8.��%ULJKWRQ��6358

 6WHZDUW��-���������¶,QQRYDWLRQ�LQ�GHPRFUDWLF�SUDFWLFH·��8.&(('�%XOOHWLQ��1R�������²��

 7DPDQJ��'���������7KH�XVH�RI�35$�55$�PHWKRGV�LQ�3ROLF\�5HVHDUFK�DQG�$QDO\VLV��%ULJKWRQ��,'6

 7HZGZU�-RQHV�� 0�� DQG� $OOPHQGLQJHU�� 3��� ������ ¶'HFRQVWUXFWLQJ� FRPPXQLFDWLYH� UDWLRQDOLW\�� D� FULWLTXH� RI

+DEHUPDVLDQ�FROODERUDWLYH�SODQQLQJ·��(QYLURQPHQW�DQG�3ODQQLQJ�$��9RO����1R���������²��



��

 7HZGZU�-RQHV��0��DQG�7KRPDV��+���������¶&ROODERUDWLYH�DFWLRQ�LQ�ORFDO�SODQ�PDNLQJ��SODQQHUV·�SHUFHSWLRQV

RI�´SODQQLQJ�WKURXJK�GHEDWH···��(QYLURQPHQW�DQG�3ODQQLQJ�%��9RO��������²��

 7KUXSS��/��&DEDULH��%��� DQG�=D]XHWD��$��������� ¶3DUWLFLSDWRU\�PHWKRGV� LQ�SODQQLQJ� DQG�SROLWLFDO� SURFHVVHV�

OLQNLQJ� WKH� JUDVVURRWV� DQG� SROLFLHV� IRU� VXVWDLQDEOH� GHYHORSPHQW·�� $JULFXOWXUH� DQG� +XPDQ� 9DOXHV�

:LQWHU���²�

 7XOHU��6��DQG�:HEOHU��7��������� ¶9RLFHV� IURP�WKH�IRUHVW��:KDW�SDUWLFLSDQWV�H[SHFW�RI�D�SXEOLF�SDUWLFLSDWLRQ

SURFHVV·��6RFLHW\�DQG�1DWXUDO�5HVRXUFHV��9RO��������²��

 9HUKH\H��:��������3HUVRQDO�FRPPXQLFDWLRQ��)$2�/DQG�8VH�3ODQQLQJ�&RQVXOWDQW�

 :DNHIRUG��7��������¶%LRWHFKQRORJ\�RQ�WULDO·��8.&(('�%XOOHWLQ��1R�������²��

 :DONHU�� 3��� ������ ¶'HPRFUDF\� DQG� HQYLURQPHQW�� FRQJUXHQFLHV� DQG� FRQWUDGLFWLRQV� LQ� VRXWKHUQ� $IULFD·�

3ROLWLFDO�*HRJUDSK\��9RO��������²��

 :DUG��+���������¶&LWL]HQV·�MXULHV�DQG�YDOXLQJ�WKH�HQYLURQPHQW��$�SURSRVDO·��(QYLURQPHQWDO�3ROLWLFV��9RO��

1R������²��

 :DUQHU�� 0��� ������ ¶� ¶¶&RQVHQVXV·� SDUWLFLSDWLRQ�� DQ� H[DPSOH� IRU� SURWHFWHG� DUHDV� SODQQLQJ·�� 3XEOLF

$GPLQLVWUDWLRQ�DQG�'HYHORSPHQW��9RO��������²��

 :\QQH��%���������¶8QFHUWDLQW\�DQG�HQYLURQPHQWDO�OHDUQLQJ��UHFRQFHLYLQJ�VFLHQFH�DQG�SROLF\�LQ�WKH�SUHYHQWLYH

SDUDGLJP·��*OREDO�(QYLURQPHQWDO�&KDQJH��9RO���1R������²���
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