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FRQQHFWLRQ�ZLWK�WKRVH�SROLFLHV��,�ZLOO�GLVFXVV�WKH�VXFFHVVHV�WKDW�IROORZHG�WKHLU�DGRSWLRQ�DQG�WKH�UHDVRQV�IRU�WKHP��,�FRQFOXGH�WKLV�GLVFXVVLRQ�ZLWK�DQ�DQDO\VLV�RI�WKH�IDFWRUV�WKDW�ZHUH�HVVHQWLDO�IRU�VXFFHVV�RI�RXWZDUG�RULHQWHG�WUDGH�VWUDWHJLHV�LQ�(DVW�$VLD�DQG�HOVHZKHUH�7R NQRZ�WKDW�DQ�RXWZDUG�RULHQWHG�WUDGH�VWUDWHJ\��RQFH�XQGHU�ZD\��FDQ�\LHOG�ELJ�JURZWK�GLYLGHQGV�LV�QRW�PXFK�KHOS�ZLWKRXW�DQ�LGHD�RI�KRZ�WR�JHW�WKDW�VWUDWHJ\�HQWUHQFKHG��7R�WKDW�HQG��,�WKHQ�GLVFXVV�WKH�SUREOHPV�DVVRFLDWHG�ZLWK�WUDGH�SROLF\�UHIRUP�DQG�WKH�NH\� LVVXHV�WKDW�PXVW�EH�UDSLGO\�GHDOW�ZLWK�LI�WKH�SROLF\�LV�WR�KDYH�D�UHDVRQDEOH�SURVSHFW�RI�HQGXULQJ��([DPSOHV�RI�UHIRUP�LQ�7XUNH\��&KLOH��DQG�0H[LFR�DUH�EULHIO\�GLVFXVVHG��)LQDOO\��,�SURYLGH�VRPH�FRQMHFWXUHV�DV�WR�WKH�UHOHYDQFH�RI�WKH�GLVFXVVLRQ�IRU�SUHVHQW �GD\�(J\SW�
���(DUO\�7KLQNLQJ�DERXW�7UDGH�DQG�'HYHORSPHQW
$OPRVW�DOO�GHYHORSLQJ�FRXQWULHV�LQ�WKH�����V�KDG�HFRQRPLHV�ZKRVH�H[SRUWV�VHHPHG�WR�FRQVLVW�SULPDULO\�RI�SULPDU\�FRPPRGLWLHV��$QG�WKH�pOLWH�EHOLHYHG�WKDW�WKH�NH\�WR�VXFFHVVIXO�GHYHORSPHQW�ZDV�WR�DFKLHYH�LQGXVWULDOL]DWLRQ��7KH\�IXUWKHU�EHOLHYHG�WKDW�WKH�RQO\�ZD\�WR�GR�WKLV�ZDV�WR�IRVWHU�GRPHVWLF�VXEVWLWXWHV�IRU�LPSRUWHG�LQGXVWULDO�SURGXFWV��WKDW�LV��WR�XQGHUWDNH�µLPSRUW�VXEVWLWXWLRQ�¶7KHUH�ZHUH�HVVHQWLDOO\�WKUHH�EDVLF�LGHDV�XQGHUO\LQJ�VXSSRUW�IRU�LQGXV WULDOL]DWLRQ�WKURXJK�LPSRUW�VXEVWLWXWLRQ�LQ�GHYHORSLQJ�FRXQWULHV��7KH�ILUVW�RI�WKHVH�ZDV�WKH�LQIDQW �LQGXVWU\�DUJXPHQW��7KH�VHFRQG�ZDV�SHVVLPLVP�DERXW�WKH�SRVVLELOLW\�RI�GHYHORSLQJ�H[SRUWV�RI�SULPDU\�FRPPRGLWLHV��$QG�WKH�WKLUG��UHODWHG�WR�WKH�VHFRQG��ZDV�$U WKXU�/HZLV¶V�WKHRU\�RI�VXUSOXV�ODERU�,I�WKHUH�ZDV�D�ORJLFDO�IODZ�LQ�WKH�DUJXPHQW��LW�ZDV�IRFXV�XSRQ�LQGXVWULDOL]DWLRQ��ZKLFK�LQ�IDFW�LV�WKH�RXWFRPH�RI�VXFFHVVIXO�GHYHORSPHQW�EXW�ZKLFK�FDQ�WDNH�SODFH�ZLWKRXW�VDWLVIDFWRU\�GHYHORSPHQW��DV�SHRSOH�LQ�PDQ\�GHYH ORSLQJ�FRXQWULHV�KDYH�OHDUQHG��+RZHYHU��DV�%DWHV�����������KDV�SRLQWHG�RXW��WKLV�ZDV�VLPSO\�WDNHQ�IRU�JUDQWHG�
/LNH�DOO�QDWLRQV�LQ�WKH�GHYHORSLQJ�ZRUOG��WKH�QDWLRQV�RI�$IULFD�VHHN�UDSLG�GHYHORSPHQW��7KHLU�SHRSOH�GHPDQG�ODUJHU�LQFRPHV�DQG�KLJKHU�VWDQGDUGV�R I�OLYLQJ��&RPPRQ�VHQVH��WKH�HYLGHQFH�RI�KLVWRU\��DQG�HFRQRPLF�GRFWULQH�DOO�FRPPXQLFDWH�D�VLQJOH�PHVVDJH��WKDW�WKHVH�REMHFWLYHV�FDQ�DW�EHVW�EH�VHFXUHG�E\�VKLIWLQJ�IURP�HFRQRPLHV�EDVHG�RQ�WKH�SURGXFWLRQ�RI�DJULFXOWXUDO�FRPPRGLWLHV�WR�HFRQRPLHV�EDVHG�RQ�LQGXV WU\�DQG�PDQXIDFWXULQJ�
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7R�EH�VXUH��PDQ\�HFRQRPLVWV�UHFRJQL]HG�WKDW�WKHUH�ZDV�FRQIXVLRQ�RI�FDXVH�DQG�HIIHFW�ZKHQ�HPSKDVLV�ZDV�SODFHG�RQ�SXOOLQJ�UHVRXUFHV�LQWR�LQGXVWU\��DQ�HIILFLHQW�JURZWK�SDWK�ZRXOG�KDYH�ZLWQHVVHG�SURGXFWLYLW\�LQFUHDVHV�LQ�DJULFXOWXUH�DQG� KHQFH�D�UHOHDVH�RI�UHVRXUFHV�IRU�LQGXVWU\� 11RQHWKHOHVV��WKH�IDFLOH�DVVXPSWLRQ�WKDW�LQGXVWULDOL]DWLRQ�ZDV�QHFHVVDU\�IRU�PRGHUQL]DWLRQ�ZDV�JHQHUDOO\�WDNHQ�IRU�JUDQWHG��DQG�WKH�LQIDQW �LQGXVWU\�DUJXPHQW�ZDV�WKHQ�XVHG�DV�D�UDWLRQDOH�IRU�UHO\LQJ�XSRQ�LPSRUW�VXEVWLWXWLRQ�WR�DFKLHYH�LW�$V�LV�ZHOO�NQRZQ��WKH�LQIDQW �LQGXVWU\�DUJXPHQW�ZDV��DQG�LV��WKH�RQO\�JHQHUDOO\�DFFHSWHG�UHDVRQ�ZK\�WHPSRUDU\�SURWHFWLRQ�PLJKW�LPSURYH�JOREDO�HFRQRPLF�ZHOIDUH�LQ�D�ZRUOG�LQ�ZKLFK�DOO�RWKHU�PDUNHWV�IXQFWLRQ�FRPSHWLWLYHO\�DQG�SULFHV�D SSURSULDWHO\�UHIOHFW�PDUJLQDO�UDWHV�RI�WUDQVIRUPDWLRQ�DQG�VXEVWLWXWLRQ��7KH�EDVLF�DUJXPHQW�LV�WKDW�LQ�D�GHYHORSLQJ�FRXQWU\�WKHUH�FRXOG�EH�D�SRWHQWLDO�QHZ�LQGXVWU\��DOUHDG\�HVWDEOLVKHG�LQ�WKH�UHVW�RI�WKH�ZRUOG��ZKLFK�PLJKW�KDYH�D�FRPSDUDWLYH�DGYDQWDJH�LQ�WKH�ORQJ�UXQ��1RQHWKHOHVV��LW�PLJKW�QRW�EH�HVWDEOLVKHG�ZLWKRXW�SXEOLF�VXSSRUW�EHFDXVH�RI�G\QDPLF�DVSHFWV�RI�FRVW�UHGXFWLRQ�DQG�H[WHUQDOLWLHV�JHQHUDWHG�E\�WKRVH�VWDUWLQJ�LW��,Q�WKHVH�FLUFXPVWDQFHV��LI�WKH�ORQJ �UXQ�JDLQV�IURP�WKH�LQGXVWU\�DUH�VXIILFLHQW�WR�RII VHW�WKH�VKRUW�WHUP�ORVVHV�DVVRFLDWHG�ZLWK�LQLWLDO�HQFRXUDJHPHQW�WR�LW��LW�FRXOG�EH�3DUHWR �RSWLPDO�IRU�WKH�FRXQWU\�DQG�IRU�WKH�ZRUOG�DV�D�ZKROH�WR�SHUPLW�WHPSRUDU\�SURWHFWLRQ��WKURXJK�D�JRYHUQPHQWDO�VXEVLG\�WR�SURGXFWLRQ�RU�WKURXJK�D�WDULII��GXULQJ�WKH�LQLW LDO�VWDUWXS�SHULRG�27KH�WKHRU\�RI�LQIDQW�LQGXVWU\�SURWHFWLRQ�QHHGV�OLWWOH�FRPPHQW��,I�WKHUH�DUH�H[WHUQDOLWLHV�DVVRFLDWHG�ZLWK�WKH�SUHVHQFH�RI�DQ�HFRQRPLF�DFWLYLW\��DQG�LI�WKHUH�DUH�UHDVRQV�WR�EHOLHYH�WKDW�WKH�FRVW�RI�WKH�DFWLYLW\�ZLOO�IDOO�RYHU�WLPH� 3 LW�LV�FHUWDLQO\�SRVVLEOH�WKDW�LW�PLJKW�QRW�EH�SULYDWHO\�SURILWDEOH�WR�XQGHUWDNH�DQ�HFRQRPLF�DFWLYLW\�WKDW�ZRXOG�EH�VRFLDOO\�DQG�SUHVXPDEO\�SULYDWHO\�SURILWDEOH�LQ�WKH�ORQJHU�WHUP�
1 6HH��IRU�H[DPSOH��:RUOG�%DQN��:RUOG�'HYHORSPHQW�5HSRUW ��������IRU�DQ�H[SRVLWLRQ�RI�WKH�UROH�RI�µWD[DWLRQ�RI�DJULFXOWXUH�¶�LQ�HFRQRPLF�GHYHORSPHQW��+RZHYHU��E\�WKH�����V��D�QXPEHU�RI�µGXDO�HFRQRP\¶�PRGHOV�DQG�RWKHU�H[SRVLWLRQV�QRWHG�WKH�QHHG�IRU�DJULFXOWXUDO�GHYHORSPHQW�DV�D�SUHUHTXLVLWH�IRU�UDSLG�JURZWK�RI�LQGXVWU\�
2 6HH�%DOGZLQ��������IRU�DQ�H[SRVLWLRQ�RI�WKH�DUJXPHQW�DQG�D�FULWLFDO�DQDO\VLV�RI�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�LW�PLJKW�EH�FRUUHFW��(YHQ�WKRVH�ZKR�DUH�QRUPDOO\�FORVHO\�LGHQWLILHG�ZLWK�WKH�QHRFODVVLFDO�YLHZSRLQW�DFFHSWHG�WKH�LQIDQW�LQGXVWU\�H[FHSWLRQ�DV�D�SUDFWLFDO�FRQFHUQ�LQ�WKH�����V��6HH�WKH�TXRWDWLRQ�IURP�+DEHUOHU�EHORZ�
3 7KLV�IDOO�PLJKW�UHVXOW�IURP�µOHDUQLQJ�E\�GRLQJ�¶�IURP�WKH�WUDLQLQJ�DQG�JUHDWHU�H[SHULHQFH�RI�ZRUNHUV��IURP�UHDFKLQJ�D�VXIILFLHQW�VFDOH�RI�RSHUDWLRQV��RU�IURP�RWKHU�IDFWRUV��%DOGZLQ¶V��������VNHSWLFDO�DQDO\VLV�RI�WKH�OLNHOLKRRG�WKDW�SURWHFWLRQ�ZRXOG�LQGXFH�WKH�DQWLFLSDWHG�UHVSRQVH�LQ�WKH�IDFH�RI�IRUPV�RI�H[WHUQDOLWLHV�RU�PDUNHW�LPSHUIHFWLRQV�QRUPDOO\�DOOHJHG�LV�WKH�FODVVLF�
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%XW�DV�LV�ZHOO�NQRZQ��WKH�DUJXPHQW�WKDW�WKHUH�PD\�EH�LQIDQWV�GRHV�QRW�SURYH�WKD W�SURWHFWLRQ��DV�FRQWUDVWHG�ZLWK�SURGXFWLRQ�VXEVLGLHV��ZLOO�LQGXFH�WKH�GHVLUHG�JURZWK�RI�DQ�HIILFLHQW�LQGXVWU\��QRU�GRHV�LW�SURYLGH�SROLF\PDNHUV�ZLWK�JXLGHOLQHV�WKDW�FDQ�SUHYHQW�DEXVH�RI�WKH�DUJXPHQW�WR�VXSSRUW�DQG�SURWHFW�ILUPV�ZKHUH�QR�H[WHUQDOLWLHV�RU�S URVSHFWV�IRU�UDSLG�SURGXFWLYLW\�LPSURYHPHQW�H[LVW�,Q�WKH�HDUO\�\HDUV�DIWHU�WKH�6HFRQG�:RUOG�:DU��HFRQRPLF�SROLF\PDNHUV�LQ�GHYHORSLQJ�FRXQWULHV�XVHG�WKH�LQIDQW�LQGXVWU\�DUJXPHQW�DV�D�UDWLRQDOH�IRU�LPSRVLQJ�KLJK�OHYHOV�RI�SURWHFWLRQ�IRU�GRPHVWLF�PDQXIDFWXUL QJ�LQGXVWULHV��:KHWKHU�LW�ZDV�JHQXLQHO\�EHOLHYHG�WKDW�WKH�LQIDQW�LQGXVWU\�FDVH�ZDV�YDOLG��RU�ZKHWKHU�LQVWHDG�D�GHVLUH�IRU�LQGXVWULDOL]DWLRQ�DQG�VHOI �VXIILFLHQF\�PRWLYDWHG�WKHVH�SROLFLHV��LV�YLUWXDOO\�LUUHOHYDQW�IRU�SUHVHQW�SXUSRVHV��DOWKRXJK�LW�LV�YHU\�JHUPDQH�WR�WKH�SROLWLFDO�HFRQRP\�RI�SURWHFWLRQ��WKH�LQIDQW �LQGXVWU\�DUJXPHQW�ZDV�FHUWDLQO\�VHL]HG�XSRQ�DQG�XVHG�E\�WKRVH�ZDQWLQJ�WR�OHJLWLPL]H�WKHLU�DUJXPHQW�LQ�VHHNLQJ�SURWHFWLRQ�IRU�WKHPVHOYHV�%HFDXVH�RI�WKH�LQIDQW�LQGXVWU\�DUJXPHQW��PDQ\�HFRQRPLVWV�LQLWLD OO\�WHQGHG�WR�YLHZ�SURWHFWLRQ�RI�LQGXVWU\�LQ�GHYHORSLQJ�FRXQWULHV�UDWKHU�EHQLJQO\��$FFHSWDQFH�RI�WKH�LQIDQW �LQGXVWU\�FDVH�IRU�SURWHFWLRQ��YLD�SURGXFWLRQ�VXEVLG\�RU�WDULII��ZDV�YLUWXDOO\�XQLYHUVDO��*RWWIULHG�+DEHUOHU��ZKR�ZDV�PRUH�VNHSWLFDO�WKDQ�PRVW��DFNQR ZOHGJHG�WKH�FDVH��,Q�KLV�&DLUR�OHFWXUHV��LQ�������KH�VWDWHG�
,W�LV�SRVVLEOH�WKDW�WKH�GHYHORSPHQW�RI�D�SDUWLFXODU�PDQXIDFWXULQJ�LQGXVWU\��RU�RI�PDQXIDFWXULQJ�LQGXVWULHV�DV�D�ZKROH��ZLOO�SURGXFH�µH[WHUQDO�HFRQRPLHV¶�������ZKLFK�HYHQWXDOO\�ZLOO�PDNH�WKRVH�LQGXVWULHV�DEOH�WR�VWDQG�XS�WR�IRUHLJQ�FRPSHWLWLRQ�ZLWKRXW�SURWHFWLRQ��%XW�VLQFH�WKHVH�HFRQRPLHV�DUH�VORZ�LQ�FRPLQJ��GLIILFXOW�WR�IRUHVHH��DQG�RIWHQ�RI�VXFK�D�QDWXUH�WKDW�SULYDWH�HQWHUSULVH�FDQQRW�ZHOO�DSSURSULDWH�WKHP��SULYDWH�LQLWLDWLYH�PD\�QRW�EH�HQRXJK�WR HQVXUH�WKHLU�UHDOL]DWLRQ�4

4 +DEHUOHU���������SS����±����,Q�KLV�LQWURGXFWLRQ�WR�WKH�UHSULQWHG�&DLUR�/HFWXUHV��+DEHUOHU�QRWHV�WKDW�KH�QRZ�EHOLHYHV��LQ�KLQGVLJKW��WKDW�KH�³ZHQW�WRR�IDU�������LQ�WU\LQJ�WR�ILQG�MXVWLILFDWLRQ�IRU�D�FHUWDLQ�DPRXQW�RI�SURWHFWLRQLVP�LQ�WKH�/'&V´��S������
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7KH�µLQIDQW�LQGXVWU\�UDWLRQDOH¶�FHUWDLQO\�XQGHUOD\�PDQ\�GHIHQVHV�RI�WKH�WUDGH�SROLFLHV�RI�WKH�GHYHORSLQJ�FRXQWULHV�LQ�WKH�����V�DQG�����V� 5 7KHRU\�VXSSRUWHG�WKH�SURSRVLWLRQ�WKDW�SURWHFWLRQ�WR�D�QHZ�LQGXVWU\�JHQHUDWLQJ�H[WHUQDOLW LHV�G\QDPLFDOO\�PLJKW LPSURYH�WKH�SUHVHQW�YDOXH�RI�IXWXUH�ZHOIDUH�DQG�LQ�WKDW�VHQVH�EH�MXVWLILHG��)RU�P\�SXUSRVHV��ZKDW�LV�LPSRUWDQW�WR�QRWH�LV�WKDW�WKHUH�ZDV�OLWWOH�FRQVLGHUDWLRQ�DV�WR�KRZ�JRYHUQPHQW�RIILFLDOV��HYHQ�HFRQRPLVWV��ZRXOG�EH�DEOH�WR�DVFHUWDLQ�WKH�SUHVHQFH�RI�DQ�LQIDQW��PXFK�OHVV�GHWHUPLQH�KRZ�PXFK�DVVLVWDQFH�ZDV�MXVWLILHG�RQ�LQIDQW�LQGXVWU\�JURXQGV��+DEHUOHU�����������KLPVHOI�QRWHG�WKDW�LW�ZRXOG�UHTXLUH�µMXGJPHQW¶�WR�LGHQWLI\�VXFK�LQGXVWULHV��DQG�WKDW�GDWD�RQ�WKH�EDVLV�RI�ZKLFK�REMHFWLYH�FDOFXO DWLRQV�FRXOG�EH�PDGH�ZHUH�XQOLNHO\�WR�EH�IRUWKFRPLQJ�,Q�WKHRU\��RI�FRXUVH��LW�LV�FOHDU�WKDW�D�SURGXFWLRQ�VXEVLG\�ZRXOG�EH�SUHIHUDEOH�WR�D�WDULII��RU�D�TXDQWLWDWLYH�UHVWULFWLRQ��DV�DQ�LQVWUXPHQW�IRU�SURWHFWLQJ�DQ�LQIDQW�LQGXVWU\�ZKHQ�FRQGLWLRQV�DUH�VDWLVILHG��0RVW�HFRQRPLVWV�DFFHSWHG�WKH�XVH�RI�WDULIIV��LQ�SUHIHUHQFH�WR�SURGXFWLRQ�VXEVLGLHV��DV�QHFHVVDU\�FRQVHTXHQFHV�RI�JRYHUQPHQWDO�ILVFDO�FRQVWUDLQWV�LQ�GHYHORSLQJ�FRXQWULHV��+RZHYHU��LQ�PRVW�GHYHORSLQJ�FRXQWULHV��TXDQWLWDWLYH�UHVWULFWLRQV�RQ�LPSRUWV�ZHUH�H PSOR\HG�WR�SURWHFW�QHZ�LPSRUW�VXEVWLWXWLRQ�LQGXVWULHV�6 'HVSLWH�WKLV��LQ�WKH�����V�DQG�����V��IHZ�TXHVWLRQHG�WKH�ORVVHV�DVVRFLDWHG�ZLWK�WKH�XVH�RI�TXDQWLWDWLYH�UHVWULFWLRQV��LQFOXGLQJ�RXWULJKW�SURKLELWLRQV�DJDLQVW�LPSRUWV��IURP�LPSRUW�VXEVWLWXWLRQ�LQGXVWULHV�7KH�ZLGHVSUHDG�DFFHSWDQFH�RI�WKH�LQIDQW �LQGXVWU\�DUJXPHQW�DV�D�UDWLRQDOH�IRU�SROLF\�FOHDUO\�LOOXVWUDWHV�WKH�YLHZV�RI�HFRQRPLVWV�WRZDUG�PDUNHWV�DQG�JRYHUQPHQWV�LQ�WKH�����V�DQG�����V��*RYHUQPHQW�RIILFLDOV�ZHUH�UHJDUGHG�DV�DEOH�WR�DVFHUWDLQ�ZKLFK�LQGXVWU LHV�ZRXOG�HYHQWXDOO\�EH�
5 7KH�RSWLPXP�WDULII�DUJXPHQW�KDV�DOVR�EHHQ�XVHG�RQ�RFFDVLRQ�WR�MXVWLI\�GHYHORSLQJ�FRXQWULHV��SURWHFWLRQ��7KHUH��WKH²XVXDOO\�QRQSURIHVVLRQDO²DUJXPHQW�KDV�EHHQ�WKDW�WKH�/HUQHU�V\PPHWU\�WKHRUHP�GHPRQVWUDWHV�WKDW�DQ�H[SRUW�µWD[�LV�HTXLYDOHQW�WR�DQ�LPSRUW�WDULII��,W�KDV�WKHQ�EHHQ�DVVHUWHG�WKDW�PRVW�GHYHORSLQJ�FRXQWULHV�KDYH�VRPH�GHJUHH�RI�PRQRSRO\�SRZHU�LQ�RQH�RU�PRUH�SULPDU\�FRPPRGLWLHV�DQG�WKDW�SURWHFWLRQ�WR�LPSRUWV�PD\�WKHUHIRUH�LPSURYH�WKHLU�WHUPV�RI�WUDGH�RQ�RSWLPXP�WDULII�JURXQGV��7KH�GLIILFXOW\�ZLWK�WKLV�DUJXPHQW�LV�WKDW�WKHUH�LV�QR�EDVLV�IRU�GLIIHUHQWLDO�WDULII�UDWHV�DPRQJ�LPSRUWV�RI�FRPPRGLWLHV�RI�ZKLFK�WKH�FRXQWU\�LV�D�SULFH�WDNHU�EHFDXVH�RI�PRQRSRO\�SRZHU�LQ�H[SRUW�PDUNHWV��$W�EHVW��D�XQLIRUP�WDULII�PLJKW�EH�MXVWLILHG�XQGHU�WKH�/HUQHU�V\PPHWU\�WKHRUHP�DV�LPSRUWV�PLJKW�EH�UHJDUGHG�DV�D�FRPSRVLWH�FRPPRGLW\��,Q�SUDFWLFH��LI�D�FRXQWU\�SRVVHVVHG�PRQRSRO\�SRZHU�LQ�WKH�LQWHUQDWLRQDO�PDUNHW�LQ�PRUH�WKDQ�RQH�FRPPRGLW\��WKH�IRUPXOD�IRU�GHWHUPLQLQJ�LWV�RSWLPXP�WDULIIV�ZRXOG�EHFRPH�FRPSOH[��LQGHHG�
6 7KHVH�UHVWULFWLRQV�XVXDOO\�EHFDPH�LPSRUW�SURKLELWLRQV�RQFH�GRPHVWLF�SURGXFWLYH�FDSDFLW\�ZDV�GHHPHG�WR�EH�HVWDEOLVKHG��,Q�VRPH�/DWLQ�$PHULFDQ�FRXQWULHV��WDULIIV�ZHUH�XVHG�LQ�SUHIHUHQFH�WR�TXDQWLWDWLYH�UHVWULFWLRQV��EXW�WDULII�UDWHV�ZHUH�RIWHQ�KXQGUHGV��DQG�RFFDVLRQDOO\��WKRXVDQGV�RI�SHUFHQWDJHV�RI�WKH�LQWHUQDWLRQDO�SULFH��,Q�SUDFWLFH�WKH\��WRR��ZHUH�SURKLELWLYH�
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SURILWDEOH�DQG�WKHQ�WR�SURYLGH�WHPSRUDU\�LQFHQWLYHV�IRU�WKHLU�VWDUWXS��7KHVH�VDPH�RIILFLDOV�ZRXOG�WKHQ�UHPRYH�SURWHFWLRQ²SUHVXPDEO\�JUDGXDOO\²DV�WKH�LQGXVWU\�PDWXUHG��3ULYDWH�HQWUHSUHQHXUV��E\�FRQWUDVW��ZHUH�WKRXJKW�WR�EH�XQDEOH�WR� VWDUW�WKHVH�LQGXVWULHV�ZLWKRXW�JRYHUQPHQW�SURWHFWLRQ��GXH�WR�H[WHUQDOLWLHV�RU�RWKHU�PDUNHW�LPSHUIHFWLRQV��EXW�WR�EH�DEOH�DQG�ZLOOLQJ�WR�GR�VR�ZLWK�SURWHFWLRQ��7KH�TXHVWLRQ�DV�WR�KRZ�JRYHUQPHQW�RIILFLDOV�ZRXOG�REWDLQ�XQELDVHG�IRUHFDVWV�RI�VWUHDPV�RI�FRVWV�D QG�EHQHILWV�IURP�VHOI�LQWHUHVWHG�HQWUHSUHQHXUV�ZDV�QRW�DGGUHVVHG�7 1RU�ZHUH�TXHVWLRQV�UDLVHG�FRQFHUQLQJ�WKH�LQFHQWLYHV�WKDW�ZRXOG�FRQIURQW�SURGXFHUV�RQFH�SURWHFWLRQ�ZDV�JUDQWHG�,QWHUHVWLQJO\��WKHUH�ZDV�DSSDUHQWO\�QR�TXHVWLRQLQJ�DV�WR�KRZ��HYHQ�LI�D�SURVSH FWLYH�LQIDQW�LQGXVWU\�GLG�H[LVW��JRYHUQPHQW�RIILFLDOV�PLJKW�UHFRJQL]H�LW��0RUHRYHU��WKHUH�ZDV�QR�FRQFHUQ�ZLWK�WKH�LPSDFW�RI�SURWHFWLRQ�RQ�LQFHQWLYHV²HLWKHU�WR�SURGXFHUV�IRU�FRVW�FRQWURO�DQG�TXDOLW\�RU�WR�WKH�SROLWLFDO�SURFHVV�WR�SUHYHQW�WKH�HPHUJHQFH�RI�YH VWHG�LQWHUHVWV�IRU�FRQWLQXHG�DQG�RIWHQ�LQFUHDVLQJ�OHYHOV�RI�SURWHFWLRQ�7KH�XQGHUO\LQJ�SUHPLVHV�UHJDUGLQJ�PDUNHWV�DQG�JRYHUQPHQWV�LPSOLFLW�LQ�WKHVH�SROLF\�SUHVFULSWLRQV�DUH�REYLRXV��WKHUH�ZDV�D�VWURQJ�HPSKDVLV�RQ�WKH�SULPDF\�RI�PDUNHW�LPSHUIHFWLRQV��PDUNHW IDLOXUHV�ZHUH�WKRXJKW�WR�EH�UHODWLYHO\�VWURQJ��ZKLOH�LW�ZDV�DVVXPHG�WKDW�JRYHUQPHQWV�FRXOG�FRUUHFWO\�LGHQWLI\�DQG�SHUIRUP�HFRQRPLF�IXQFWLRQV��9LUWXDOO\�QR�DWWHQWLRQ�ZDV�JLYHQ�WR�WKH�SRVVLELOLW\�WKDW�WKHUH�PLJKW�EH�JRYHUQPHQW�IDLOXUH��$Q�DOWHUQDWLYH�YLHZ�R I�PDUNHWV�DQG�JRYHUQPHQWV�PLJKW�KDYH�OHG�WR�WKH�FRQFOXVLRQ�WKDW�GHVSLWH�H[WHUQDOLWLHV�DQG�G\QDPLF�IDFWRUV��WKH�SURILWDELOLW\�RI�QHZ�LQGXVWULHV�ZRXOG�EH�VR�JUHDW�WKDW�HQRXJK�RI�WKHP�ZRXOG�DQ\ZD\�EH�XQGHUWDNHQ�E\�SULYDWH�HQWUHSUHQHXUV��,Q�WKLV�YLHZ��RQH�FRXO G�KDYH�DFFHSWHG�WKDW�WKHUH�ZHUH�FHUWDLQO\�RSSRUWXQLWLHV�IRU�QHZ�LQGXVWULHV�WKDW�ZRXOG�JHQHUDWH�SRVLWLYH�H[WHUQDOLWLHV��ZKLFK�ZRXOG�KDYH�KLJK�LQLWLDO�FRVWV��DQG�WKDW�OHDUQLQJ�E\�GRLQJ�DQG�RWKHU�IDFWRUV�ZRXOG�VXEVHTXHQWO\�UHGXFH�WKHP��ZKHUH�QRQHWKHOHVV�WKH�S URVSHFWLYH�SULYDWH�SURILWDELOLW\�ZDV�VXIILFLHQW�VR�WKDW�LW�ZRXOG�SD\�HQWUHSUHQHXUV�WR�EHDU�VWDUWXS�FRVWV�ZLWKRXW�JRYHUQPHQW�DVVLVWDQFH��,Q�WKLV�YLHZ��
7 ,Q�VRPH�FRXQWULHV��WKLV�LVVXH�ZDV�DYRLGHG�E\�GHFLGLQJ�WKDW�JRYHUQPHQW�RZQHG�HQWHUSULVHV�VKRXOG�VWDUW�SURGXFWLRQ�RI�LQGXVWULDO�FRPPRGLWLHV�SUHYLRXVO\�LPSRUWHG��%XUHDXFUDWV�ZKR�DUH�RSHUDWLQJ�SDUDVWDWDO�HQWHUSULVHV��KRZHYHU��KDYH�WKH�VDPH�LQWHUHVWV�LQ�FRQYLQFLQJ�RWKHU�RIILFLDOV�RI�WKHLU�OLNHO\�IXWXUH�SHUIRUPDQFH�DV�GR�SULYDWH�HQWUHSUHQHXUV��0RUHRYHU��WKH�KLJK�FRVWV�RI�SXEOLF�VHFWRU�SURGXFWLRQ�KDYH�EHHQ�D�PDMRU�VRXUFH�RI�GLIILFXOW\�IRU�GHYHORSLQJ�FRXQWULHV��,Q�7XUNH\��SXEOLF�VHFWRU�HQWHUSULVHV�XVH�WKUHH�WR�IRXU�WLPHV�DV�PXFK�RI�ERWK�FDSLWDO�DQG�ODERU�DV�SULYDWH�VHFWRU�HQWHUSULVHV�LQ�WKH�VDPH�OLQHV�RI�DFWLYLW\��6HH�.UXHJHU�DQG�7XQFHU��������
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IRFXV�ZRXOG�KDYH�EHHQ�RQ�FUHDWLQJ�D�FOLPDWH�RI�SURILWDELOLW\�JHQHUDOO\��UDWKHU�WKDQ�RQ�JRYHUQPHQWDO�GHWHUPLQDWLRQ�RI�ZKLFK�LQGXVWULHV�ZRXOG�EH�WKH�DSSURSULDWH�LQIDQWV�7KH�����V�DQG�����V�YLHZ�RI�WKH�JRYHUQPHQW¶V�DELOLW\�WR�GHWHUPLQH�ZKLFK�FDWHJRULHV�RI�LQIDQWV�ZHUH�ZRUWK\�RI�VXSSRUW��WKH�OHYHO�RI�VXSSRUW�GHVLUDEOH��DQG�LWV�WLPH�SDWK��ZDV�WKHUHIRUH�D�IDLUO\�RSWLPLVWLF�RQH��6LPXOWDQHRXVO\��WKH�YLVLRQ�RI�WKH�PDUNHW�ZDV�WKDW�LW�ZDV�XQOLNHO\�WR�IXQFWLRQ�VXIILFLHQWO\�ZHOO�WR�EULQJ�IRUWK�QHZ�LQGXVWULHV�WKDW�ZHUH�HFRQRPLFDOO\�ZDUUDQWHG��DQG�QHHGHG��DW�D�PLQLPXP��µJXLGDQFH¶�IURP�HFRQRPLF�SODQQHUV��7KH�VHFRQG�OLQH�RI�DU JXPHQW�IRU�LPSRUW�VXEVWLWXWLRQ�FRQFHUQHG�WKH�H[SHFWDWLRQ�WKDW�HDUQLQJV�IURP�H[SRUWV�RI�SULPDU\�FRPPRGLWLHV�FRXOG�QRW�LQFUHDVH��3ROLF\PDNHUV�ZHUH�FRQFHUQHG�WKDW�SULPDU\�FRPPRGLW\�SULFHV�ZRXOG�LQH[RUDEO\�GHFOLQH��DQG�WKDW��LQGHHG��JURZWK�PLJKW�HYHQ�EH�LPPLVH UL]LQJ�83HVVLPLVP�DERXW�WKH�IXWXUH�SULFHV�RI�SULPDU\�FRPPRGLWLHV�KDG�VHYHUDO�URRWV��)LUVWO\��WKH�0DOWKXVLDQ�GRFWULQH�QRWZLWKVWDQGLQJ��PDQ\�HFRQRPLVWV�SRLQWHG�RXW�WKDW�WKH�GHPDQG�IRU�SULPDU\�FRPPRGLWLHV�ZDV�SULFH�LQHODVWLF��7R�EH�VXUH��WKDW�GLG�QRW�DGGUHVV WKH�TXHVWLRQ�RI�WKH�LQFRPH�HODVWLFLW\�RI�GHPDQG��EXW�LW�ZDV�QRQHWKHOHVV�WDNHQ�DV�VXIILFLHQW�JURXQGV�IRU�TXHVWLRQLQJ�DQ\�JURZWK�SURVSHFWV�EDVHG�RQ�LQFUHDVHV�LQ�SULPDU\�FRPPRGLW\�H[SRUWV��6HFRQGO\��WKHUH�ZDV�D�EHOLHI�WKDW�SULPDU\�FRPPRGLW\�SULFHV�KDG�GHFOLQ HG�LQ�WKH�SDVW��$OWKRXJK�WKH�HPSLULFDO�HYLGHQFH�LQ�VXSSRUW�RI�WKLV�SURSRVLWLRQ�ZDV�DW�EHVW�FRQWURYHUVLDO��LW�ZDV�QRQHWKHOHVV�ZLGHVSUHDG��DQG�XVHG�WR�EXWWUHVV�WKH�DUJXPHQW�WKDW�IXWXUH�SULFHV�RI�SULPDU\�FRPPRGLWLHV�ZRXOG�GHFOLQH� 97KLUGO\��WKHUH�ZDV�WKH�H[SHULHQFH�ZLWK�WKH�*UHDW�'HSUHVVLRQ��7KH�WHUPV�RI�WUDGH�IRU�SULPDU\�FRPPRGLWLHV�KDG�IDOOHQ�EHWZHHQ����DQG����SHUFHQW�GXULQJ�WKDW�SHULRG��$IWHU�WKDW�H[SHULHQFH�DQG�WKH�GLIILFXOWLHV�PRVW�SULPDU\�FRPPRGLW\�H[SRUWHUV�KDG�DGMXVWLQJ�WR�WKH�ORZHUHG�WHUPV�RI�WUDGH��LW�ZDV�FRQFOXGHG�WKDW�SULPDU\�FRPPRGLW\�H[SRUWV�ZHUH�DW�EHVW�XQUHOLDEOH�,W�WKHUHIRUH�VHHPHG�LQHYLWDEOH�WKDW��ZLWK�LQFRPHV�H[SHFWHG�WR�ULVH�PRUH�UDSLGO\�WKDQ�H[SRUW�HDUQLQJV��DQG�DQ�DQWLFLSDWHG�LQFRPH�HODVWLFLW\�RI�GHPDQG�IRU�LPSRUWV�JUHDWHU�WKDQ�RQH���WKHU H�ZRXOG�KDYH�WR�EH�DQRWKHU�ZD\�WR�PHHW�WKH�QHHG�IRU�IRUHLJQ�H[FKDQJH� 10

8 )RU�D�UHYLHZ�DQG�FULWLFDO�DQDO\VLV�RI�WKH�µHODVWLFLW\�SHVVLPLVP¶�OLWHUDWXUH��VHH�5DGHW]NL���������DQG�WKH�UHIHUHQFHV�WKHUHLQ��2Q�µLPPLVHUL]LQJ�JURZWK�¶�VHH�%KDJZDWL���������FKDSWHUV����������DQG���
9 )RU�D�EULHI�UHYLHZ�RI�WKLV�OLWHUDWXUH��DQG�DQ�H[DPLQDWLRQ�RI�WKH�IDFWXDO�EDVLV�IRU�LW��VHH�6SUDRV��������
10 7KHUH�ZDV�DOVR�D�ZLGHVSUHDG�EHOLHI��DJDLQ�EDVHG�LQ�SDUW�RQ�WKH�H[SHULHQFH�RI�WKH�*UHDW�'HSUHVVLRQ��WKDW�WKH�GHYHORSHG�FRXQWULHV�ZRXOG�QRW�SHUPLW�UDSLG�H[SDQVLRQ�RI�LPSRUWV�IRU�GHYHORSLQJ�FRXQWULHV��,W�WKHUHIRUH�VHHPHG�
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7KH�WKLUG�DUJXPHQW��VXUSOXV�ODERU��HQFRXUDJHG�SROLF\PDNHUV�WR�WKLQN�LQ�WHUPV�RI�FDSLWDO�DV�EHLQJ�WKH�RQO\�VFDUFH�IDFWRU�RI�SURGXFWLRQ��7KLV��LQ�WXUQ��LQGXFHG�SHRSOH�WR�WKLQN�LQ�WHUPV�RILQYHVWPHQW��DQG�KHQFH�FDSLWDO�DFFXPXODWLRQ��DV�EHLQJ�WKH�DFWLYLW\�WKDW�ZRXOG�IRVWHU�LQGXVWULDOL]DWLRQ�DQG�GHYHORSPHQW��7KH�LGHD�WKDW�KXPDQ�EHLQJV�DUH�GLIIHUHQW��ZLWK�GLIIHUHQW�DSWLWXGHV�DQG�VNLOOV��DQG�WKDW�QRW�DOO�LQYHVWPHQWV�DUH�HTXDOO\�SURGXFWLYH�DQG�H IILFLHQW��GLG�QRW�HPHUJH�HDVLO\�IURP�WKLV�OLQH�RI�WKRXJKW�
���(DUO\�3HUIRUPDQFH
:LWK�UHVSHFW�WR�LPSRUW�VXEVWLWXWLRQ�SROLFLHV��ILUVW�LQYHVWPHQWV�ZHUH�XVXDOO\�LQ�UHODWLYHO\�ODERU �XVLQJ�FRQVXPHU�JRRGV��7KHVH�LQYHVWPHQWV�DSSHDU��IRU�WKH�PRVW�SDUW��WR�KDYH�\LHO GHG�VDWLVIDFWRU\��LI�QRW�KLJK��VRFLDO�DQG�SULYDWH�UHDO�UHWXUQV��DV�IDLUO\�ODUJH�PDUNHWV�IRU�WKRVH�FRQVXPHU�JRRGV�H[LVWHG��DQG�IDFWRU�SURSRUWLRQV�ZHUH�UHDVRQDEO\�ZHOO�VXLWHG�WR�PRVW�GHYHORSLQJ�FRXQWULHV¶�IDFWRU�HQGRZPHQWV�11(YHQ�VR��ZLWK�WKH�EHQHILW�RI�KLQGVLJKW�LW�LV�HYLGHQW�WKDW�V\PSWRPV�RI�GLIILFXOW\�ZHUH�DOUHDG\�DSSHDULQJ��)RXU�W\SHV�PD\�EH�GLVWLQJXLVKHG��)LUVWO\��PDQ\�FRXQWULHV�H[SHULHQFHG�FKURQLF�RU�DFXWH�SUREOHPV�DVVRFLDWHG�ZLWK�PXFK�VKDUSHU�LQFUHDVHV�LQ�GHPDQG�WKDQ�LQ�VXSSO\�RI�IRRG��PXFK�RI�ZKLFK�ZDV�DWWULEXWDEOH�WR�D�QHJOHFW�RI�DJULFXOWXUH�LQ�WKH�SXVK�IRU�LQGXVWULDOL]DWLRQ��6HFRQGO\��D�QXPEHU�RI�FRXQWULHV�HQFRXQWHUHG�LQIODWLRQDU\�GLIILFXOWLHV��RIWHQ�OHDGLQJ�WR�RU�DVVRFLDWHG�ZLWK�SUREOHPV�LQ�WKHLU�EDODQFH�RI�SD\PHQWV��7KLUGO\��PRVW�FRXQWULHV�H[SHULHQ FHG�FKURQLF�µIRUHLJQ�H[FKDQJH�VKRUWDJHV¶�DQG�RU�µEDODQFH�RI�SD\PHQWV�FULVHV�¶�)RXUWKO\��WKRVH�VKRUWDJHV�LQ�WXUQ�OHG�WR�LQFUHDVLQJO\�UHVWULFWLYH�WUDGH�UHJLPHV��ZLWK�D�ODUJH�QXPEHU�RI�DWWHQGDQW�FRVWV�7KH�ELDV�WRZDUG�LQGXVWU\�LQ�UHVRXUFH�DOORFDWLRQ�DQG�LQ�UD LVLQJ�SURWHFWLRQ�FOHDUO\�KDUPHG�DJULFXOWXUDO�SURGXFWLRQ��3ULFHV�RI�IRRGJUDLQV�URVH�VKDUSO\�LQ�PDQ\�FRXQWULHV�DV�RXWSXWV�IDLOHG�WR�LQFUHDVH�DV�UDSLGO\�DV�GHPDQG��6XSSUHVVLRQ�RI�SURGXFHU�SULFHV�RI�H[SRUW�FURSV�UHVXOWHG�LQ�
LQHYLWDEOH�WKDW�WKHUH�VKRXOG�EH�µLPSRUW�VXEVWLWXWLRQ¶�YLD�LQIDQW�LQGXVWULHV�LQ�RUGHU�WR�PHHW�WKH�LQFUHDVLQJ�GHPDQG�IRU�LPSRUWV�
11 )HL�DQG�5DQLV���������DPRQJ�RWKHUV��KDYH�DUJXHG�WKDW�WKH�GLIIHUHQFH�EHWZHHQ�WKH�(DVW�$VLDQ�QHZO\�LQGXVWULDOL]HG�FRXQWULHV��1,&V��DQG�WKH�RWKHU�GHYHORSLQJ�FRXQWULHV�LV�WKDW�WKH�(DVW�$VLDQ�1,&V�FKDQJHG�WKHLU�GHYHORSPHQW�VWUDWHJ\�DIWHU�WKLV�µHDV\¶�LPSRUW�VXEVWLWXWLRQ�SKDVH�KDG�HQGHG��,Q�WKLV�LQWHUSUHWDWLRQ��HDUO\�GHYHORSPHQW�VWUDWHJ\�ZDV�DSSURSULDWH��EXW�XVXDOO\�SHUVLVWHG�ORQJ�DIWHU�LW�ZDV�QR�ORQJHU�VR�SURGXFWLYH�
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VPXJJOLQJ�FRPPRGLWLHV�DFURVV�ERUGHUV ��ZLWK�ORVV�RI�RIILFLDO�IRUHLJQ�H[FKDQJH�HDUQLQJV�DQG�DWWHQGDQW�GLIILFXOWLHV�LQ�ILQDQFLQJ�LPSRUWV�SXUFKDVHG�IRU�LQYHVWPHQW�LQ�WKH�SXEOLF��RU�ODUJH �VFDOH�SULYDWH��VHFWRU�7KH�VHFRQG�GLIILFXOW\�ZDV�DOVR�UHODWHG�WR�WKH�GULYH�WR�LQGXVWULDOL]DWLRQ�DQG�DIIHFWHG� WKH�WUDGH�DQG�SD\PHQWV�UHJLPH�DGYHUVHO\��7KDW�LV��WKH�UHVRXUFH�GHPDQGV�DVVRFLDWHG�ZLWK�LPSRUW �VXEVWLWXWLQJ�LQGXVWULDOL]DWLRQ��LQFOXGLQJ�ERWK�LPSRUWV�DQG�GRPHVWLF�JRRGV��VHHP�DOZD\V�WR�KDYH�EHHQ�XQGHUHVWLPDWHG��ZKLOH�WKH�VXSSO\�RI�UHVRXUFHV�ZDV�RYHUHVWLPDWH G��7KLV�VHHPV�WR�KDYH�EHHQ�WKH�UHVXOW�RI�VNHZLQJ�WKH�UHVRXUFH�DOORFDWLRQ�DZD\�IURP�HIILFLHQW�SDWWHUQV�RI�XWLOL]DWLRQ��EXW�LW�UHVXOWHG�LQ�LQIODWLRQDU\�SUHVVXUHV�LQ�WKH�GRPHVWLF�HFRQRP\��$V�WKRVH�SUHVVXUHV�LQWHQVLILHG²LQ�WKH�HUD�RI�IL[HG�QRPLQDO�H[FKDQJH�UDW HV²PRVW�GHYHORSLQJ�FRXQWULHV�H[SHULHQFHG�LQIODWLRQDU\�SUHVVXUHV�LQ�H[FHVV�RI�ZRUOG�UDWHV��7KDW�LQIODWLRQ�OHG�WR�LQFUHDVLQJ�FXUUHQF\�RYHUYDOXDWLRQ�DQG�LQWHQVH�IRUHLJQ�H[FKDQJH�VKRUWDJHV��ZKLFK�UHTXLUHG�IXUWKHU�FRQWUROV�DQG�SURWHFWLRQ�EH\RQG�WKDW�HQYLVDJHG�I RU�LPSRUW�VXEVWLWXWLRQ�UHDVRQV�7KH�XSVKRW�RI�DOO�RI�WKHVH�IDFWRUV�ZDV�FKURQLF�µIRUHLJQ�H[FKDQJH�VKRUWDJH�¶�$V�LPSRUW�VXEVWLWXWLRQ�SURJUHVVHG��WKH�HFRQRP\�ZDV�LQFUHDVLQJO\�GHSHQGHQW�RQ�LPSRUWV�RI�SURGXFHU�DQG�FDSLWDO�JRRGV��ERWK�WR�FRQWLQXH�HPSOR\PHQW�LQ�L PSRUW�VXEVWLWXWLRQ�ILUPV�DQG�WR�SHUPLW�WKH�UDWH�RI�LQYHVWPHQW�WR�DWWDLQ�WKH�GHVLUHG�OHYHO��)RUHLJQ�H[FKDQJH�VKRUWDJHV��KRZHYHU��UHVWUDLQHG�LQYHVWPHQW�SODQV��µ6WRS�JR¶�F\FOLFDO�SDWWHUQV�HPHUJHG��ZLWK�\HDUV�RI�VORZ�JURZWK�UHVXOWLQJ�IURP�VORZGRZQV�DVVRFLDWHG�ZLWK�SD\PHQWV�GLIILFXOWLHV�7KHVH�DQG�UHODWHG�SUREOHPV�OHG�WKH�DXWKRULWLHV�WR�LQWHQVLI\�FRQWUROV��DV�VFUXWLQ\�RI�DSSOLFDWLRQV�DQG�OLFHQVLQJ�SURFHGXUHV�ZDV�VWHSSHG�XS��1HZ�UHJXODWLRQV�LQFUHDVHG�WKH�HFRQRPLF�FRVWV�RI�FDUU\LQJ�RXW�HFRQRPLF�DFWLYLWLHV��(YHQ�VR ��DGPLQLVWUDWLYH�GLIILFXOWLHV�DQG�UHJXODWLRQV�UHVXOWHG�LQ�VKRUWDJHV�RI�JRRGV��ORVV�RI�FRPPRGLWLHV��DV�ZKHQ�LQDGHTXDWH�VWRUDJH�IDFLOLWLHV�UHVXOWHG�LQ�ORVVHV�RI�FURSV�WR�PLOGHZ��URWWLQJ��RU�URGHQWV���RU�UHGXFHG�SULFHV�UHFHLYHG�IRU�H[SRUWDEOHV��DV�ZKHQ�TXDOLW\�GHWHULRUDWHG�RU�GHOLYHU\�GDWHV�EHFDPH�XQFHUWDLQ���6PXJJOLQJ��HYDVLRQ�RI�WKH�WUDGH�UHJLPH��DQG�RWKHU�UHDFWLRQV�RI�WKH�SULYDWH�VHFWRU�UHVXOWHG�LQ�LQWHQVLILHG�HQIRUFHPHQW�ZLWK�DWWHQGDQW�GHOD\V�DQG�RWKHU�FRVWV�WKDW�FUHDWHG�GLIILFXOW\�+RZHYHU��PRVW�SUREOHPV�RI�WKHVH�W\SHV�VHHPHG�WR�HPHUJH�LQ�LQGLYLGXDO�XQLWV�DQG�VHFWLRQV�RI�EXUHDXFUDFLHV��WKHUH�ZDV�OLWWOH�UHDVRQ�IRU�WKRVH�FRSLQJ�ZLWK��IRU�H[DPSOH��WKH�GHWHULRUDWLRQ�LQ�WKH�TXDOLW\�RI�7XUNLVK�WHD��WR�OHDUQ�RI�VLPLODU�SUREOHPV�LQ�6UL�/DQND��7KXV�WKH\�ZHUH�ODUJHO \�
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UHJDUGHG�DV�RQH�RII��XQLTXH�WR�HDFK�LQGLYLGXDO�VLWXDWLRQ��DQG�QRW�VHHQ�DV�LQGLFDWLYH�RI�ODUJHU�RU�PRUH�V\VWHPLF�SUREOHPV�7KH�UHVXOW�ZDV��RI�FRXUVH��D�VORZGRZQ�LQ�JURZWK�UDWHV��7KH�VORZGRZQ�ZDV�REVFXUHG�LQ�SDUW�E\�WKH�VWRS�JR�SDWWHUQV�RI�SURGXFWLRQ��DQG� LQ�SDUW�E\�F\FOLFDO�IOXFWXDWLRQV�LQ�WKH�WHUPV�RI�WUDGH�DQG�RWKHU�IDFWRUV��+RZHYHU��E\�WKH�����V�LW�EHFDPH�FOHDU�WKDW�WKH�JURZWK�UDWH�RI�FRXQWULHV�WKDW�KDG�FRQWLQXHG�WR�DGKHUH�WR�LPSRUW �VXEVWLWXWLRQ�SROLFLHV�KDG�VORZHG�GRZQ�HYHQ�EHIRUH�WKH�ZRUOGZLGH�UHFHVVLRQ�DQG�GHEW�FULVLV��ZKLOH�FRXQWULHV�WKDW�KDG�FKDQJHG�SROLFLHV�ZHUH�DEOH�WR�DWWDLQ�PXFK�PRUH�VDWLVIDFWRU\�JURZWK� 12,W�ZDV�HPSLULFDO�H[DPLQDWLRQ�RI�WKH�DFWXDO�SDWWHUQV�RI�SURWHFWLRQ��DQG�WKHLU�UHVXOWV��WKDW�EHJDQ�WR�XQGHUPLQH�WKHVH�YLHZV��HVSHFLDOO\�ZKHQ�LW� FDPH�WR�WKH�GHWHUPLQDQWV�RI�EHKDYLRU�ZLWKLQ�WKH�JRYHUQPHQWDO�VSKHUH��6WXGLHV�RI�H[LVWLQJ�SDWWHUQV�RI�SURWHFWLRQ��DQG�HVSHFLDOO\�RI�HIIHFWLYH�SURWHFWLRQ�UDWHV��ZHUH�LQIOXHQWLDO��6R��WRR��ZHUH�DQDO\VHV�RI�WKH�HIIHFWV�RI�SURWHFWLRQLVW�SROLFLHV�LQ�D�QXPEHU�RI�GHYHORSLQJ�FRXQWULHV�13

���$OWHUQDWLYH�7UDGH�3ROLFLHV
'HVSLWH�DOO�WKH�UHVHDUFK�DQG�HYLGHQFH��KRZHYHU��LW�WRRN�WKH�H[SHULHQFH�RI�WKH�(DVW�$VLDQ�FRXQWULHV�WR�EHJLQ�WR�SHUVXDGH�SROLF\PDNHUV�WKDW�WKHUH�ZDV�D�IHDVLEOH�DQG�GHVLUDEOH�DOWHUQDWLYH�VHW�RI�SROLFLHV��%\�WKH�����V��VRPH�(DVW�$VLDQ�FRXQWULHV�ZHUH�DOUHDG\�EUHDNLQJ�DZD\�IURP�WKH�LPSRUW�VXEVWLWXWLRQ��JRYHUQPHQW�FRQWURO�PRGHO�RI�GHYHORSPHQW��7DLZDQ�KDG�EHJXQ�LQFUHDVLQJ�LQFHQWLYHV�IRU�H[SRUWV�DQG�UHGXFLQJ�UHOLDQFH�RQ�JRYHUQPHQW�FRQWUROV�DV�HDUO\�DV�WKH�PLG �����V��DQG�+RQJ�.RQJ�KDG�D�YLUWXDO�ODLVVH] �IDLUH�HFRQRP\��.RUHD�UHYHUVHG�WKH�HDUOLHU�LPSRUW �

12 6HH�:RUOG�%DQN��:RUOG�'HYHORSPHQW�5HSRUW ��������IRU�RQH�RI�WKH�HDUO\�UHFRJQLWLRQV�RI�WKH�GLIIHUHQWLDO�JURZWK�UDWHV�DPRQJ�JURXSV�RI�FRXQWULHV�
13 $�ODUJH�RXWSRXULQJ�RI�VWXGLHV�RI�VWUXFWXUHV�RI�HIIHFWLYH�SURWHFWLRQ�WRRN�SODFH�LQ�WKH�����V�DQG�HDUO\�����V��6RPH�RI�WKHVH�IRXQG�WKHLU�ZD\�LQWR�WKH�VHULHV�RI�VWXGLHV�RI�LQGXVWULDOL]DWLRQ�LQ�GHYHORSLQJ�FRXQWULHV�XQGHUWDNHQ�E\�/LWWOH��6FLWRYVN\��DQG�6FRWW��������XQGHU�WKH�DXVSLFHV�RI�WKH�2(&'��6SHFLDO�PHQWLRQ�VKRXOG�EH�PDGH�RI�WKH�DQDO\VLV�RI�,QGLD�E\�%KDJZDWL�DQG�'HVDL���������HVSHFLDOO\�LQ�OLJKW�RI�WKH�KLJKO\�DUWLFXODWH�VWDWHPHQWV�RI�,QGLDQ�HFRQRPLF�SROLF\�WKDW�KDG�HDUOLHU�EHHQ�PDGH��WKH�HYLGHQFH�WKDW�SROLFLHV�LQ�SUDFWLFH�IHOO�IDU�VKRUW�RI�WKHVH�VWDWHPHQWV�ZDV�HVSHFLDOO\�GDPDJLQJ�
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VXEVWLWXWLRQ�SROLFLHV�LQ�WKH�HDUO\�����V��DQG�6LQJDSRUH�EHJDQ�LWV�LPSUHVVLYH�JURZWK�DIWHU�EUHDNLQJ�DZD\�IURP�0DOD\D�LQ�WKH�PLG �����V�14(IIRUWV�WR�XQGHUVWDQG�ZK\�(DVW�$VLDQ�1,&V�ZHUH�WKH�ILUVW�WR�FKDQJH�SROLFLHV�KDYH�SURYLGHG�GHVFULSWLYH�DFFRXQWV�UDWKHU�WKDQ�FRQYLQFLQJ�DQDO\VHV�RI�ZK\�FRXQWULHV�GHFLGH�WR�XQGHUWDNH�SROLF\�UHIRUP��+RQJ�.RQJ�ZDV�D�FRORQ\��DQG�DOWHUQDWLYH�SROLFLHV�ZHUH�QRW�D�YLDEOH�DOWHUQDWLYH��.RUHD�ZDV�KLJKO\�UDZ�PDWHULDO�GHSHQGHQW��ZDV�LQFXUULQJ�FXUUHQW�DFFRXQW�GHILFLWV�RI�DURXQG����SHUFHQW�RI�*'3��ILQDQFHG�E\�86�IRUHLJQ�DLG��DQG�IDFHG�WKH�SURVSHFW�RI�D�UHGXFWLRQ�LQ�DLG��ZLWKRXW�DOWHUHG�SROLFLHV��JURZWK�ZDV�YLUWXDOO\�LQFRQFHLYDEOH��6LQJDSRUH��WRR��DV�D�FLW \�VWDWH�ZDV�LPSRUW�GHSHQGHQW��7DLZDQ��ZKRVH�SROLFLHV�FKDQJHG�ILUVW��VHHPV�WR�KDYH�EHHQ�KHDYLO\�LQIOXHQFHG�E\�6��&��7VLDQJ�7DEOH���JLYHV�VRPH�GDWD�RQ�WKHLU�LPSUHVVLYH�SHUIRUPDQFH��$V�FDQ�EH�VHHQ��SHU�FDSLWD�LQFRPHV�JUHZ�VR�UDSLGO\�WKDW�WKH\�ZHUH�IRXU�WR�IL YH�WLPHV�KLJKHU�LQ������WKDQ�WKH\�KDG�EHHQ�LQ�������:KHUHDV�LQ�WKH�PLG�����V�WKH�(DVW�$VLDQ�FRXQWULHV�KDG�EHHQ�DPRQJ�WKH�SRRUHVW�LQ�$VLD�DQG�UHJDUGHG�DV�KDYLQJ�WKH�EOHDNHVW�JURZWK�SURVSHFWV��WKH\�KDG�OLYLQJ�VWDQGDUGV�DPRQJ�$VLDQ�FRXQWULHV�VHFRQG�RQO\�WR�-DSDQ�E\������
$W�ILUVW��(DVW�$VLDQ�JURZWK�ZDV�OLWWOH�QRWLFHG�RU�WKRXJKW�WR�EH�DWWULEXWDEOH�WR�VSHFLDO�FLUFXPVWDQFHV��VXFK�DV�86�DLG�WR�.RUHD�DQG�7DLZDQ��+RZHYHU��DV�JURZWK�DFFHOHUDWHG��LW�JUDGXDOO\�EHFDPH�FOHDU�WKDW�WKH�(DVW�$VLDQ�HFRQRPLF�SHUIRUPDQFH�ZDV� QRW�D�IOXNH��QRW�RQO\�GLG�H[SRUWV��UHDO�*'3��DQG�OLYLQJ�VWDQGDUGV�JURZ�PRUH�UDSLGO\�WKDQ�LQ�RWKHU�GHYHORSLQJ�FRXQWULHV�EXW�LPSUHVVLYH�HFRQRPLF�SHUIRUPDQFH�ZDV�VXVWDLQHG�LQ�WKH�ODWH�����V�DIWHU�WKH�ILUVW�RLO�FULVLV��(YHQ�LQ�WKH�GHEW�DQG�UHFHVVLRQ�\HDUV�RI�WKH�HDUO\�����V��WKH�(DVW�$VLDQ�1,&V�UHVXPHG�JURZWK�UDSLGO\�7DEOH���SUHVHQWV�HYLGHQFH�RQ�WKHLU�JURZWK�UDWHV�FRQWUDVWHG�ZLWK�WKRVH�RI�RWKHU�GHYHORSLQJ�FRXQWULHV��$PRQJ�WKH�FRXQWULHV�DGRSWLQJ�WKH�WKHQ�PRUH�FRQYHQWLRQDO�HFRQRPLF�SROLFLHV��RQO\�%UD]LO�LV�HVWLPDWHG�WR�KDYH�JURZQ�DV�UDSLGO\�DV�WKH�(DVW�$VLDQ�1,&V��DQG�PDQ\�FRXQWULHV¶�UHDO�

14 )RU�DFFRXQWV�RI�JURZWK�LQ�WKHVH�FRXQWULHV��VHH�WKH�ZRUNV�E\�)UDQN��.LP��DQG�:HVWSKDO���������0DVRQ�HW�DO���������DQG�.LP��������RQ�.RUHD��.XR��������RQ�7DLZDQ��/LP�DQG�/OR\G��������RQ�6LQJDSRUH��DQG�)LQGOD\�DQG�:HOOLV]��IRUWKFRPLQJ��RQ�6LQJDSRUH�DQG�+RQJ�.RQJ��6HH�DOVR�WKH�SDSHUV�LQ�WKH�V\PSRVLXP�HGLWHG�E\�7DQJ�DQG�:RUOH\��������DQG�WKH�FRQWUDVW�EHWZHHQ�.RUHD¶V�DQG�7XUNH\¶V�SHUIRUPDQFH�LQ�.UXHJHU��������



ECES  DLS 9/Krueger/Sebtember 1997

12

*'3�JURZWK�ZDV�ZHOO�EHORZ�WKH�UDWH�RI�SRSXODWLRQ�JURZWK��7KH�FRQWUDVW�LQ�SHUIRUPDQFH�EHFDPH�HYHQ�VKDUSHU�LQ�WKH�SHULRG�����±����DIWHU�WKH�ILUVW�RLO�SULFH�LQFUHDVH��(J\SW¶V�UDSLGJURZWK�ZDV�DWWULEXWDEOH�ODUJHO\�WR�WKH�GLVFRYHU\�RI�RLO�DQG�WKH�KXJH�LQFUHDVH�LQ�IRUHLJQ�DLG�DIWHU�WKH�&DPS�'DYLG�DFFRUG��,I�DFFRXQW�LV�WDNHQ�RI�WKH�VKLIWV�LQ�WHUPV�RI�WUDGH��ZLWK�$OJHULD�DQG�(J\SW�H[SRUWLQJ�RLO�DQG�WKH�(DVW�$VLDQ�1,&V�DOO�EHLQJ�KHDYLO\�G HSHQGHQW�RQ�RLO�LPSRUWV���WKH�GLIIHUHQFH�LQ�HFRQRPLF�SHUIRUPDQFH�ZDV�HYHQ�PRUH�VWULNLQJ��%\�WKH�����V��HYHQ�WKRVH�FRXQWULHV��VXFK�DV�%UD]LO��.HQ\D��DQG�WKH�3KLOLSSLQHV��DGRSWLQJ�LPSRUW�VXEVWLWXWLRQ�WKDW�KDG�HDUOLHU�DFKLHYHG�IDLUO\�UDSLG�JURZWK�ZHUH�H[SHULH QFLQJ�
VKDUS�VORZGRZQ�LQ�JURZWK�UDWHV�DQG�WKH�GLIIHUHQFHV�LQ�SHUIRUPDQFH�EHFDPH�PRUH�HYLGHQW�VWLOO�:KHQ�WKH�SKHQRPHQDO�JURZWK�UDWHV�RI�WKH�(DVW�$VLDQ�FRXQWULHV�ZHUH�VXVWDLQHG��WKH�ILUVW�OHVVRQV�WKDW�ZHUH�OHDUQHG�SHUWDLQHG�WR�WKH�IRUHLJQ�WUDGH�UHJLPH��:K DWHYHU�HOVH�ZDV�HYLGHQW�DERXW�WKH�UDSLG�JURZWK�RI�WKH�(DVW�$VLDQ�1,&V��LW�ZDV�FOHDU�WKDW�DOO�RI�WKHP�KDG�DOWHUHG�WKHLU�IRUHLJQ�WUDGH�UHJLPHV�DQG�DEDQGRQHG�SROLFLHV�RI�LPSRUW�VXEVWLWXWLRQ�LQ�IDYRU�RI�DQ�RXWHU �RULHQWHG�WUDGH�VWUDWHJ\��([SRUWHUV�ZHUH�HQDEOHG� WR�LPSRUW�QHHGHG�LQSXWV�IDLUO\�IUHHO\��$W�ILUVW��LQFHQWLYHV�ZHUH�SURYLGHG�IRU�H[SRUWLQJ�RYHU�DQG�DERYH�WKRVH�HQWDLOHG�LQ�WKH�QRPLQDO�H[FKDQJH�UDWH��7KLV�OHG�HFRQRPLVWV�WR�EHJLQ�FDOFXODWLQJ�HIIHFWLYH�H[FKDQJH�UDWHV��DGGLQJ�WKH�YDOXH�RI�WKHVH�LQFHQWLYHV�WR�WKH�QRPLQDO�H[FKDQJH�UDWH��7KH�HIIHFWLYH�H[FKDQJH�UDWH�HVWLPDWHV�ZHUH�IDLUO\�XQLIRUP�DQG�DFURVV�WKH�ERDUG��DSSO\LQJ�WR�DOO�FDWHJRULHV�RI�H[SRUWV��LQ�FRPSDULVRQ�ZLWK�KLJKO\�YDULDEOH�HIIHFWLYH�H[FKDQJH�UDWHV�IRU�YDULRXV�FDWHJRULHV�RI�LPSRUWV�DQG�LPSRUW �FRPSHWLQJ�JRRGV��$QDO\VLV�GHPRQVWUDWHG�WKDW�WKH�UHDO�HIIHFWLYH�H[FKDQJH�UDWH�IRU�H[SRUWHUV�ZDV�PDLQWDLQHG�IDLUO\�FRQVWDQW�RYHU�WLPH��DOWKRXJK�UHOLDQFH�VKLIWHG�IURP�H[SRUW�VXEVLGLHV�DQG�WD[�FUHGLWV�WR�XVH�RI�WKH�H[FKDQJH�UDWH�LWVHOI�WR�SURYLGH�H[SRUW�LQFHQWLYHV�7KDW�H[SRUWV�UHVSRQGHG�WR�WKH�LQFHQWLYH�ZDV�DQG�UHPDLQV�XQTXHVWLRQHG��0RUHRYHU��WKH�VWUXFWXUH�RI�WKH�(DVW�$VLDQ�HFRQRPLHV�VKLIWHG��DV�WKH�VKDUH�RI�ERWK�H[SRUWV�DQG�LPSRUWV�LQ�*13�URVH�GUDPDWLFDOO\��7DEOH���JLYHV�VRPH�GDWD�IRU�.RUHD��WKH�H[SHULHQFH�RI�WKH�R WKHU�1,&V�ZDV�YHU\�VLPLODU��$V�FDQ�EH�VHHQ��H[SRUW�DQG�LPSRUW�JURZWK�UDWHV�ZHUH�DOPRVW�LQFUHGLEOH��7KH�VKDUHV�RI�H[SRUWV�DQG�LPSRUWV�LQ�UHDO�RXWSXW�LQFUHDVHG�FRQWLQXRXVO\�IURP������WR�������$OWKRXJK�UHDO�RXWSXW�JUHZ�DW�DQ�DYHUDJH�DQQXDO�UDWH�RI�DOPRVW����S HUFHQW�RYHU�WKUHH�GHFDGHV��H[SRUW�DQG�



ECES  DLS 9/Krueger/Sebtember 1997

13

LPSRUW�JURZWK�VLJQLILFDQWO\�RXWSDFHG�WKH�JURZWK�RI�*13� 15 7KHUH�ZDV�OLWWOH�TXHVWLRQ�EXW�WKDW�WKH�VKLIW�WR�WKH�RXWHU�RULHQWHG�WUDGH�VWUDWHJ\�ZDV�D�VLJQLILFDQW�IDFWRU�LQ�EULQJLQJ�DERXW�WKH�VSHFWDFXODU�JURZWK�RI�H[SRUWV��DQG�WKDW�WKDW�LQ�WXUQ�KDG�FRQWULEXWHG�LQ�D�PDMRU�ZD\�WR�WKH�DFFHOHUDWHG�JURZWK�UDWH�RI�*13�,W�ZDV�IXUWKHU�QRWHG�WKDW�ZKLOH�WKHUH�ZHUH�H[SRUW�VXEVLGLHV�DQG�RWKHU�LQFHQWLYHV��WKHVH�ZHUH�VSHFLILHG�LQ�WHUPV�RI�WKH�UDWH�RI�LQFHQWLYH�SHU�GROODU�RI�H[SRUWV�UHFHLY HG��DQG�JHQHUDOO\�ZHUH�QRW�FRPPRGLW\�VSHFLILF��:KLOH�WKHUH�ZHUH�PDQ\�GHEDWHV�DERXW�WKH�OHVVRQV�IRU�SROLF\�
DULVLQJ�IURP�WKH�(DVW�$VLDQ�H[SHULHQFH��WKHUH�ZDV�QR�TXHVWLRQ�WKDW�WKH�UHRULHQWDWLRQ�RI�WKH�WUDGH�UHJLPH�KDG�SOD\HG�D�VLJQLILFDQW�UROH�5HVHDUFK�RQ WKH�HIIHFWV�RI�KLJKO\�UHVWULFWLYH�WUDGH�UHJLPHV�LQ�D�QXPEHU�RI�FRXQWULHV��DQG�RQ�WKH�H[SHULHQFH�RI�FRXQWULHV�WKDW�KDG�UHRULHQWHG�WKHLU�WUDGH�UHJLPHV�HYHQ�SDUWLDOO\��FRQILUPHG�WKH�LPSRUWDQFH�RI�DQ�RXWHU�RULHQWHG�WUDGH�UHJLPH��%\�WKH�����V��IHZ�FRXOG�GLVPLV V�WKH�(DVW�$VLDQ�H[SHULHQFH��LQVWHDG��WKH�TXHVWLRQV�ZHUH�IRFXVHG�RQ�DQ�DQDO\VLV�RI�WKH�IDFWRUV�XQGHUO\LQJ�WKDW�H[SHULHQFH�WKDW�DFFRXQWHG�IRU�VXFK�UDSLG�JURZWK��$�ILUVW�DQG�FOHDU�OHVVRQ��DJUHHG�E\�DOO��ZDV�WKDW�WKH�UDSLG�H[SRUW�JURZWK�LQ�(DVW�$VLDQ�FRXQWULH V�ZDV�DQ�LPSRUWDQW�IDFWRU�LQ�WKHLU�RYHUDOO�SHUIRUPDQFH��7KH�UROH�RI�WKH�UHDO�H[FKDQJH�UDWH�DV�D�PHFKDQLVP�IRU�HIILFLHQW�UHVRXUFH�DOORFDWLRQ��RU�PRUH�DFFXUDWHO\��WKH�UROH�RI�DQ�LQDSSURSULDWH�UHDO�H[FKDQJH�UDWH�DV�D�PLVDOORFDWRU�RI�UHVRXUFHV��ZDV�HYLGHQW��DQG�IHZ�FRXOG�GRXEW�LWV�LPSRUWDQFH��7KLV�PHDQW�WKDW�LQFHQWLYHV�IRU�H[SRUWLQJ�ZHUH�IDLUO\�XQLIRUP�DFURVV�FRPPRGLW\�JURXSV��DV�WKHUH�ZDV�OLWWOH�LQ�WKH�LQFHQWLYH�VWUXFWXUH�WKDW�GLIIHUHQWLDWHG�EHWZHHQ�H[SRUWV�E\�W\SH�RI�FRPPRGLW\��7KH�GUDPDWLF�UHVSRQVH�RI�H[SRUWV�LQ�HDFK�RI�WKH�(DVW�$VLDQ�FRXQWULHV�DOVR�VKRZHG�WKDW�WKH�DOORFDWLYH�VLJQDOV�DQG�LQFHQWLYHV�JLYHQ�E\�WKH�RYHUDOO�PDFURHFRQRPLF�IUDPHZRUN�ZHUH�FUXFLDOO\�LPSRUWDQW�DQG�FRXOG�QRW�EH�RYHUORRNHG�LI�RWKHU�FRXQWULHV�ZHUH�WR�DWWHPSW�WR�DFKLHYH�VLPLODU�UHVXOWV�
15 7KH�H[SRUW�JURZWK�UDWH�VRPHZKDW�RYHUVWDWHV�ERWK�WKH�LPSRUWDQFH�RI�H[SRUWV�LQ�*13�DQG�WKH�UDWH�RI�JURZWK�RI�YDOXH�DGGHG�LQ�H[SRUWLQJ��EHFDXVH�LPSRUWV�RI�LQWHUPHGLDWH�JRRGV�WKDW ZHUH�UHH[SRUWHG�FRQVWLWXWHG�DOPRVW�KDOI�WKH�YDOXH�RI�.RUHDQ�H[SRUWV��ZKLFK�LV�KLJKHU�WKDQ�WKDW�IRU�PRVW�HFRQRPLHV��DOWKRXJK�LW�PD\�EH�QRWHG�WKDW�6LQJDSRUHDQ�H[SRUWV�HTXDO�PRUH�WKDQ�����SHUFHQW�RI�*13��3ULRU�WR�WKH�HDUO\�����V��LW�LV�OLNHO\�WKDW�WKH�YDOXH�DGGHG�FRPSRQHQW�RI�H[SRUWV�ZDV�FRQVLGHUDEO\�KLJKHU��+RZHYHU��WKDW����SHUFHQW�ILJXUH�ZDV�UHDFKHG�E\�WKH�ODWH�����V��DQG�WKH�UDWH�RI�JURZWK�RI�H[SRUWV�WKHUHDIWHU�LV�SUREDEO\�DQ�DFFXUDWH�UHIOHFWLRQ�RI�WKH�UDWH�RI�JURZWK�RI�YDOXH�DGGHG�LQ�H[SRUWLQJ�
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2QH�TXHVWLRQ�WKDW�DURVH�UHODWHG�WR�ZKHWKHU�LQ�(DVW�$VLD�H[SRUW�VXEVWLWXWLRQ�KDG�UHSODFHG�LPSRUW�VXEVWLWXWLRQ�DV�D�WUDGH�GHYHORSPHQW�SROLF\��$OWKRXJK�UHVHDUFKHUV�ZHUH�DEOH�WR�LGHQWLI\�VRPH�DVSHFWV�RI�JRYHUQPHQWDO�SROLFLHV�WKDW�IDYRUHG�H[SRUWV��LW�ZDV�FOHDU�WK DW�WKHUH�ZHUH�RWKHU��UHVLGXDO��HOHPHQWV�RI�WKH�SROLF\�UHJLPH�WKDW�ZHUH�ELDVHG�WRZDUG�LPSRUW�VXEVWLWXWLRQ��2YHUDOO��WKH�HYLGHQFH�VHHPHG�WR�EH�WKDW�DQ�RXWHU �RULHQWHG�HFRQRP\�ZDV�WKH�UHVXOW�RI�D�WUDGH�UHJLPH�WKDW�ZDV�QRW�KHDYLO\�ELDVHG�WRZDUG�LPSRUW�VXEVWLWXW LRQ��6PDOO��ODERU�DEXQGDQW�FRXQWULHV�ZLWKRXW�PDQ\�QDWXUDO�UHVRXUFHV�ZHUH�RQHV�WKDW�ZRXOG�ILQG�WKHPVHOYHV�SURGXFLQJ�D�ODUJH�IUDFWLRQ�RI�WKHLU�RXWSXW�IRU�H[SRUW��DQG�LPSRUWLQJ�PDQ\�RWKHU�FRPPRGLWLHV��7KLV�XQGHUVWDQGLQJ�ZDV�UHLQIRUFHG�DV�.RUHD��7DLZDQ��+RQJ�.RQJ��DQG�6LQJDSRUH�FRQWLQXHG�WR�JURZ��WKHLU�FRPPRGLW\�FRPSRVLWLRQ�RI�WUDGH�DOWHUHG�WRZDUG�JRRGV�WKDW�ZHUH�OHVV�ODERU �LQWHQVLYH�LQ�SURGXFWLRQ�8QLIRUPLW\�RI�LQFHQWLYHV�IRU�H[SRUWLQJ�LQ�VPDOO�FRXQWULHV��UHODWLYH�WR�WKH�LQWHUQDWLRQDO�PDUNHW��DOVR�PHDQW�WKDW��ZKHQ�DWWHPSWV�ZHUH�PDGH�WR�HQFRXUDJH�WKH�GHYHORSPHQW�RI�HFRQRPLF�DFWLYLWLHV�ZLWKRXW�FRPSDUDWLYH�DGYDQWDJH��IHHGEDFN�ZDV�IDLUO\�UDSLG��7KH�.RUHDQ�DXWKRULWLHV��IRU�H[DPSOH��FRQFOXGHG�WKDW�WKHLU�HFRQRP\�ZDV�UHDG\�IRU�WKH�GHYHORSPHQW�RI�KHDY\�DQG�FKHPLFDO�LQGXVWULHV�LQ�WKH�ODWH�����V��,PEDODQFHV�LQ�WKH�HFRQRP\�UDSLGO\�EHFDPH�HYLGHQW��KRZHYHU��DQG�WKH�HIIRUW�ZDV�UDSLGO\�VFDOHG�EDFN��VHH�<RR��������2WKHU�IDFWRUV�WKDW�GHULYHG�IURP�UDSLG�H[SRUW�JURZWK�DQG�FRQWULEXWHG�WR�UDSLG�RYHUDOO�JURZWK�LQ�WKH�(DVW�$VLDQ�FRXQWULHV�ZHUH�WKH�DELOLW\�RI�ILUPV�ZLWK�FRPSDUDWLYH�DGYDQWDJH�WR�H[SDQG�UDSLGO\�DQG�WR�WDNH�DGYDQWDJH�RI�LQGLYLVLELOLWLHV�DQG�HFRQRPLHV�WR�VFDOH��DQG�WKH�VSXU�WR�SURGXFWLYLW\�JURZWK�SURYLGHG�E\�FRPSHWLWLRQ�LQ�WKH�LQWHUQDWLRQDO�PDUNHW��7KH�UHVXOW�ZDV�UDSLG�UDWHV�RI�WRWDO�IDFWRU�SURGXFWLYLW\�JURZWK��VHH�1LVKLPL]X�DQG�5RELQVRQ���������7KH�VLJQLILFDQFH�RI�WKH�WUDGH�DQG�SD\PHQWV�UHJLPH�ZDV�WKHUHDIWHU�QRW�LQ�GRXEW��(YHQ�E\�WKH�ODWH�����V��WKHUH�ZDV�D�GLVFHUQLEOH��DOEHLW�QRW�RYHUZKHOPLQJ��GULIW�WRZDUG�VRPHZKDW�OHVV�RY HUYDOXHG�H[FKDQJH�UDWHV��UHGXFHG�UHOLDQFH�RQ�H[FKDQJH�FRQWUROV��DQG�VRPHZKDW�PRUH�DWWHQWLRQ�WR�WKH�LQFHQWLYHV�IRU�H[SRUWLQJ�RQ�WKH�SDUW�RI�RWKHU�GHYHORSLQJ�FRXQWULHV�7KHUH�ZHUH��WR�EH�VXUH��PDQ\�RWKHU�IDFWRUV�WKDW�FRQWULEXWHG�WR�JURZWK�LQ�WKH�(DVW�$VLDQ�HFRQRPLHV��,Q�DOO��LQIUDVWUXFWXUH�ZDV�UDSLGO\�LPSURYHG��DV�WKH�FDSDFLW\�DQG�HIILFLHQF\�RI�SRUWV��WHOHSKRQHV��GRPHVWLF�WUDQVSRUW��DQG�RWKHU�IDFLOLWLHV�ZDV�H[SDQGHG�DQG�LPSURYHG�WR�IDFLOLWDWH�H[SRUWV��)LVFDO�UHIRUPV�KDG�GUDVWLFDOO\�UHGXFHG�ILVFDO�GHILFLWV��DQ G�LQIODWLRQ�UDWHV�ZHUH�YHU\�ORZ�
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E\�WKH�PLG�����V��3URWHFWLRQ�WR�GRPHVWLF�LQGXVWULHV��ZKHUH�LW�KDG�EHHQ�SUHVHQW��ZDV�ORZHUHG�DQG�WKH�SD\PHQWV�UHJLPH�OLEHUDOL]HG�2QH�RWKHU�IHDWXUH�RI�WKH�(DVW�$VLDQ�H[SHULHQFH�GHVHUYHV�QRWH��7KDW�LV��UHDO�ZDJHV�URVH�UDSLGO\��VHH�.UXHJHU���������DQG�WKHUH�LV�OLWWOH�HYLGHQFH��DSDUW�IURP�WKH�SHULRG�RI�VKRUW �OLYHG�KHDY\�DQG�FKHPLFDO�LQGXVWU\�GULYH�LQ�.RUHD��RI�DQ\�GHWHULRUDWLRQ�LQ�WKH�LQFRPH�GLVWULEXWLRQ��,QGHHG��PRVW�HVWLPDWHV�VXJJHVW�WKDW�LQFRPH�GLVWULEXWLRQ�LQ�(DVW�$VLD�ZDV�DQ G�UHPDLQHG�VLJQLILFDQWO\�OHVV�XQHTXDO��VHH�&KHQHU\� HW�DO���������WKDQ�WKDW�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV�ZKHUH�WKH�VWDWHG�SXUSRVH�RI�LPSRUW�VXEVWLWXWLRQ�DQG�UHODWHG�SROLFLHV�ZDV�WR�LPSURYH�WKH�UHODWLYH�DQG�DEVROXWH�OLYLQJ�VWDQGDUGV�RI�WKH�SRRU�7KXV�WKHUH�LV�QRZ�D�IDLUO\�ZLGH�FRQVHQVXV�WKDW�WKH�(DVW�$VLDQ�HFRQRPLHV�ZHUH�KLJKO\�VXFFHVVIXO��WKDW�WKHUH�ZHUH�UHDVRQDEO\�XQLIRUP�LQFHQWLYHV�IRU�H[SRUWLQJ�DQG�LPSRUWLQJ��WKDW�UDSLG�H[SRUW�JURZWK�ZDV�D�FHQWUDO�FRPSRQHQW�RI�WKHLU�JURZWK�H[SHULHQFH�DQG��LQ�WKDW�UHJDUG��WKDW�WKHUH�ZDV�OLWWOH�ELDV�RI�WKH�(DVW�$VLDQ�WUDGH�UHJLPHV�WRZDUG�LPSRUW�VXEVWLWXWLRQ��7KDW�WKH�UHDO�H[FKDQJH�UDWH�DQG�RWKHU�H[SRUW�LQFHQWLYHV�ZHUH�DYDLODEOH�DFURVV�WKH�ERDUG�WR�YLUWXDOO\�DQ\�ZKR�FRXOG�H[SRUW�LV�QRW�LQ�GRXEW��3UHFLVHO\�KRZ�SROLFLHV�LQWHUDF WHG�DQG�WKH�UHODWLYH�LPSRUWDQFH�RI�HDFK�LV�VWLOO�D�TXHVWLRQ�RQ�ZKLFK�WKHUH�LV�RQJRLQJ�UHVHDUFK��4XHVWLRQV�UHPDLQ��DOVR��DV�WR�WKH�UROH�RI�JRYHUQPHQW�LQ�WKH�GHYHORSPHQW�RI�WKH�(DVW�$VLDQ�HFRQRPLHV��%XW�WKDW�DQ�RXWZDUG �RULHQWHG�WUDGH�VWUDWHJ\�LV�D�SUHUHTXLVL WH�IRU�UDSLG�JURZWK�VHHPV�WR�EH�EH\RQG�GRXEW�
���7UDGH�3ROLF\�5HIRUP
:KHQ�WKH�ILUVW�SROLF\�UHIRUP�HIIRUWV�ZHUH�XQGHUWDNHQ��WKH\�ZHUH�GHFLGHG�XSRQ�XVXDOO\�E\�VPDOO�JURXSV�RI�WHFKQRFUDWV��RIWHQ�ZRUNLQJ�LQ�FULVLV�RU�QHDU �FULVLV�FRQGLWLRQV��ZLWK�OLWWOH�EHQHIL W�RI�H[SHULHQFH�LQ�IRUPXODWLQJ�WKHLU�SURJUDPV��7KH\�NQHZ�WKDW�H[LVWLQJ�SROLFLHV�KDG�IDLOHG��WKDW�WKHUH�ZDV�D�FULVLV�RQ�WKHLU�KDQGV��DQG�WKDW�VRPHWKLQJ�KDG�WR�EH�GRQH��(FRQRPLF�WKHRU\�SURYLGHV�TXLWH�D�ELW�RI�JXLGDQFH�DV�WR�WKH�GHVLUDEOH�VHW�RI�HFRQRPLF�SROL FLHV��EXW�LW�LV�RI�OLWWOH�KHOS�LQ�FKDUWLQJ�RXW�D�URDG�PDS�RI�KRZ�WR�PRYH�IURP�H[LVWLQJ�SROLFLHV�WR�WKH�XOWLPDWHO\�GHVLUHG�RQHV�ZLWK�DV�PXFK�JDLQ�DV�SRVVLEOH�DQG�DV�OLWWOH�GLVFRPIRUW�2YHU�WLPH��KRZHYHU��H[SHULHQFH�ZLWK�UHIRUP�KDV�LQFUHDVHG��DQG�UHVHDUFKHUV KDYH�KDG�DQ�RSSRUWXQLW\�WR�VWXG\�GLIIHUHQW�UHIRUP�SURJUDPV�DQG�WKHLU�RXWFRPHV��%\�QRZ�WKHUH�KDYH�EHHQ�
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HQRXJK�UHIRUP�HIIRUWV²VXFFHVVIXO��SDUWLDOO\�VXFFHVVIXO��DQG�XQVXFFHVVIXO²IRU�DQDO\VLV�WR�SURYLGH�VRPH�LQVLJKWV�,W�LV�XVHIXO�WR�VWDUW�E\�VNHWFKLQJ�WKRVH� DVSHFWV�RI�UHIRUP�SURJUDPV�DERXW�ZKLFK�WKHUH�LV�IDLUO\�JHQHUDO�DJUHHPHQW��7KHUHDIWHU��,�WXUQ�DWWHQWLRQ�WR�VRPH�WURXEOHVRPH�LVVXHV�RQ�ZKLFK�WKHUH�UHPDLQ�PDQ\�TXHVWLRQV�$�ILUVW�SRLQW�FRQFHUQV�ZKDW�LV�PHDQW�E\�SROLF\�UHIRUP��0DUN�7ZDLQ��WKH�$PHULFDQ�KXPRULVW ��LV�RIWHQ�TXRWHG�DV�KDYLQJ�VDLG�WKDW�TXLWWLQJ�VPRNLQJ�ZDV�HDV\ ²KH�KDG�GRQH�LW�PDQ\�WLPHV��3ROLF\�UHIRUP�ZRXOG�EH�HTXDOO\�HDV\�LI�QDPLQJ�D�VHW�RI�HFRQRPLF�GHFUHHV�µUHIRUP¶�ZHUH�E\�LWVHOI�VXIILFLHQW�WR�GR�WKH�MRE��,QGHHG��%UD]LO�KDV�KDG�WKLUWHHQ�µHFRQRPLF�S ROLF\�UHIRUP¶�SURJUDPV��DQG�ILYH�QHZ�FXUUHQFLHV��VLQFH�������7KH�PDLQ�REMHFWLYH�RI�WKH�ILUVW�µFUX]DGR¶�SODQ�ZDV�WR�UHGXFH�WKH�UDWH�RI�LQIODWLRQ��ZKLFK�ZDV�WKHQ�UXQQLQJ�DW�DQ�DQQXDO�UDWH�LQ�WULSOH�GLJLWV��7KH�PRVW�UHFHQW�UHIRUP�SURJUDP�ZDV�ODXQFKHG�ZKHQ�LQI ODWLRQ�ZDV�UXQQLQJ�DW�DQ�DQQXDO�UDWH�LQ�TXDGUXSOH�GLJLWV��7R�WDNH�DQRWKHU�H[DPSOH��LQ�WKH�HDUO\�����V�WKH�(J\SWLDQ�DXWKRULWLHV�ZHUH�FRQIURQWHG�ZLWK�D�VKRUWDJH�RI�IRUHLJQ�H[FKDQJH��DQG�DSSURDFKHG�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�IRU�DVVLVWDQFH��7KH�,0)�ZDV�XQZLOOLQJ�WR�SURYLGH�VXSSRUW�WR�(J\SW�XQOHVV�VRPH�SROLFLHV�ZHUH�FKDQJHG��LQFOXGLQJ�WKH�H[FKDQJH�UDWH��(J\SW�GHVSHUDWHO\�QHHGHG�VXSSRUW��EXW�GLG�QRW�ZDQW�WR�FKDQJH�WKH�H[FKDQJH�UDWH��)LQDOO\��WKH\�UHOXFWDQWO\�DJUHHG�WR�GR�VR��6XEVHTXHQW�DQDO\VLV��KRZHYHU��VKRZHG�WKDW�WKH�(J\SWLDQ�DXWKRULWLHV�KDG�VLPXOWDQHRXVO\�UHPRYHG�WDULIIV�DQG�RWKHU�VXUFKDUJHV�RQ�LPSRUWV�DQG�LPSRVHG�D�WD[�RQ�H[SRUWV��VR�WKDW�WKH�µHIIHFWLYH�QRPLQDO�H[FKDQJH�UDWH¶�ZDV�YLUWXDOO\�XQDOWHUHG�7KXV�VLPSO\�FDOOLQJ�VRPHWKLQJ�D�µUHIRUP¶�HIIRUW�GRHV� QRW�PDNH�LW�RQH��6RPHWLPHV��WKH�DXWKRULWLHV�DUH�JHQXLQH�LQ�WKHLU�GHVLUH�WR�XQGHUWDNH�UHIRUP��EXW�WRR�SROLWLFDOO\�FRQVWUDLQHG�WR�EH�DEOH�WR�PDNH�WKH�QHFHVVDU\�FKDQJHV��DQG�HQG�XS�DQQRXQFLQJ�µUHIRUPV¶�ZKLFK�VWDQG�OLWWOH�LI�DQ\�FKDQFH�RI�VXFFHVV��2Q�RWKHU�RFFDVLRQV��WKH�DXWKRULWLHV�PD\�EH�JHQXLQHO\�FRPPLWWHG�DW�WKH�VWDUW�RI�D�UHIRUP�SURJUDP��EXW�ZLWKGUDZ�WKHLU�VXSSRUW�LQ�WKH�IDFH�RI�RSSRVLWLRQ�RU�RI�LQLWLDO�HFRQRPLF�SHUIRUPDQFH�OHVV�VDWLVIDFWRU\�WKDQ�KDG�EHHQ�DQWLFLSDWHG�$�VHFRQG�SRLQW�WKDW�VHHPV�XQLYHUVDO�FRQFHUQV�LQLWLDO�FRQGLWLRQV��7KHUH�KDYH�EHHQ�WZR�FRPPRQ�FKDUDFWHULVWLFV�DW�WKH�RXWVHW�RI�PRVW�VHULRXV�UHIRUP�SURJUDPV��)LUVWO\��WKHUH�KDV�GHYHORSHG�D�QDWLRQDO�FRQVHQVXV�WKDW�WKH�ROG�SROLFLHV�ZHUH�QR�ORQJHU�ZRUNLQJ��6HFRQGO\��PRVW�SROLF\PDNHUV�DQG�LQIRUPHG�FL WL]HQU\�SHUFHLYH�WKDW�WKHUH�LV�DQ�HFRQRPLF�FULVLV��VRPHWLPHV�LQ�DQ�
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DFFHOHUDWLQJ�LQIODWLRQ�UDWH�DQG�VRPHWLPHV�LQ�EDODQFH�RI�SD\PHQWV�GLIILFXOWLHV��DV��IRU�H[DPSOH��EHLQJ�XQDEOH�WR�VHUYLFH�GHEWV���2FFDVLRQDOO\��WKH�FULVLV�LV�SHUFHLYHG�DV�FRQVLVWLQJ�RI�YHU\�S RRU�SURVSHFWV�IRU�HFRQRPLF�JURZWK�16 ,Q�7XUNH\�LQ�������IRU�H[DPSOH��WKHUH�ZDV�D�IRUHLJQ�H[FKDQJH�FULVLV�VR�WKDW²LQ�PLGZLQWHU�LQ�D�FROG�FRXQWU\²WKHUH�ZDV�OLWWOH�KHDW��DQG�QRQH�HYHQ�LQ�WKH�3DUOLDPHQW�%XLOGLQJ��DQG�OLWWOH�SHWURO��DQG�LQIODWLRQ�ZDV�ULVLQJ�WR�D Q�DQQXDO�UDWH�LQ�H[FHVV�RI�����SHUFHQW��+RZHYHU��WKDW�KDG�KDSSHQHG�WZLFH�EHIRUH�LQ�7XUNH\��DQG�LQ������WKHUH�HPHUJHG�D�FRQVHQVXV�WKDW�WKHUH�ZDV�QR�SRLQW�LQ�VLPSO\�UHSHDWLQJ�WKH�PHDVXUHV�WKDW�KDG�HDUOLHU�EHHQ�WDNHQ�17 ,Q�0H[LFR��LW�ZDV�QRW�WKH�GHEW�FULVLV�RI �����WKDW�SURPSWHG�UHIRUPV��EXW�WKH�IDLOXUH�RI�JURZWK�WR�UHVXPH�E\������WKDW�EURXJKW�WKH�UHDOL]DWLRQ�WKDW�D�FULVLV�ZDV�DW�KDQG�DQG�VRPHWKLQJ�KDG�WR�FKDQJH�$�WKLUG�JHQHUDOL]DWLRQ�DERXW�UHIRUP�LV�WKDW�LI�LW�LV�WR�EH�VXFFHVVIXO�LQ�VWLPXODWLQJ�PRUH�VDWLVIDFWRU\�HFRQRPLF�JURZWK��LW�ZLOO�EH�DQ�RQJRLQJ�SURFHVV��LQLWLDO�UHIRUPV�FDQ��DQG�XVXDOO\�GR��EULQJ�VRPH�EHQHILWV��DOWKRXJK�RIWHQ�ZLWK�D�ODJ���EXW�VXVWDLQLQJ�HFRQRPLF�JURZWK�DW�D�VDWLVIDFWRU\�UDWH�QRUPDOO\�HQWDLOV�D�VHULHV�RI�UHIRUPV�WKDW�EULQJ�DERXW�LQFUHDVLQJ O\�HIILFLHQW�IXQFWLRQLQJ�RI�D�YDULHW\�RI�PDUNHWV�DQG�GHOLYHU\�RI�LQIUDVWUXFWXUH�VHUYLFHV��.RUHD�LV�VWLOO�LQ�WKH�SURFHVV�RI�OLEHUDOL]LQJ�ILQDQFLDO�PDUNHWV�DQG�FDSLWDO�IORZV��WR�QDPH�MXVW�WZR�DUHDV�ZKHUH�UHIRUPV�FRQWLQXH��0RUHRYHU��WKHUH�KDYH�EHHQ�UHIRUPV�LQ SXEOLF�ILQDQFH��LQ�WKH�WD[�VWUXFWXUH��LQ�UHJXODWLRQV�JRYHUQLQJ�HTXLW\�WUDQVDFWLRQV��DQG�PDQ\�RWKHU�DUHDV�VLQFH�WKH�HDUO\�����V��(YHQ�LQGXVWULDOL]HG�FRXQWULHV�FRQWLQXH�WR�UHIRUP��WKH�GHUHJXODWLRQ�RI�86�DLUOLQHV�DQG�RI�ILQDQFLDO�PDUNHWV�LQ�WKH�8QLWHG�6WDWHV��(XURSH��DQG�-DSDQ�DUH�EXW�UHFHQW�LQVWDQFHV�7KH�IRXUWK�JHQHUDOL]DWLRQ�FRQFHUQV�WKH�SROLF\�GRPDLQV�LQ�ZKLFK�DFWLRQ�LV�QRUPDOO\�UHTXLUHG�IDLUO\�HDUO\�LQ�WKH�UHIRUP�SURFHVV��$OWKRXJK�UHIRUP�LV�RQJRLQJ��WKHUH�DUH�VRPH�LVVXHV�WKDW�PXVW�EH�DGGUHVVHG�HDUO\�LQ�WKH�UHIRUP�SURFHVV�LI�LW�LV�WR�KDYH�D�FKDQFH�RI�ORQJ �UXQ�VXFFHVV��7KHVH�LQFOXGH�FKDQJH�WR�PDNH�VXUH�WKDW�WKH�RYHUDOO�PDFURHFRQRPLF�IUDPHZRUN��LQFOXGLQJ�WKH�QRPLQDO�H[FKDQJH�UDWH��PRQHWDU\�DQG�ILVFDO�SROLF\��LQWHUHVW�UDWH�SROLF\��DQG�WKH�IRUHLJQ�WUDGH�UHJLPH ��
16 7KLV�VHHPV�WR�KDYH�EHHQ�WKH�PRWLYDWLRQ�XQGHUO\LQJ�.RUHD¶V�HFRQRPLF�UHIRUPV�RI�����±����DIWHU�WKH�$PHULFDQ�DXWKRULWLHV�DQQRXQFHG�WKDW�IXWXUH�DLG�OHYHOV�ZRXOG�GLPLQLVK�
17 7KRVH�PHDVXUHV�KDG�EHHQ�WKH�FODVVLF�HOHPHQWV�RI�,0)�VWDELOL]DWLRQ�SURJUDPV�
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FDQ�EH�FRQGXFLYH�WR�JURZWK�FXUUHQWO\�DQG�SURVSHFWLYHO\��DQG�WKH�FRUUHFWLRQ�RI�DQ\�RWKHU�XQGHUO\LQJ�PDMRU�GLVWRUWLRQV�$OPRVW�DOO�UHIRUP�HIIRUWV�KDYH�EHJXQ�DW�D�WLPH�ZKHQ�SXEOLF�VHFWRU�H[SHQGLWXUHV�ZHUH�ZHOO�LQ�H[FHVV�RI�UHYHQXHV��ZLWK�FRQVHTXHQW�LQIODWLR QDU\�SUHVVXUHV��RU��OHVV�IUHTXHQWO\��RIIVHWWLQJ�ODUJH �VFDOH�IRUHLJQ�ERUURZLQJ���$OWKRXJK�IHZ�UHIRUPHUV�KDYH�HYHU�DWWHPSWHG�LQLWLDOO\�WR�UHGXFH�WKH�SXEOLF�VHFWRU�GHILFLW�WR�]HUR�18 WKHUH�PXVW�EH�D�VXIILFLHQWO\�ODUJH�UHGXFWLRQ�LQ�WKH�SURVSHFWLYH�GHILFLW�WR�SHUVXDGH�SHRSOH�WKDW�WKH�UHIRUPV�DUH�µVHULRXV¶�DQG�WR�IUHH�UHVRXUFHV�IRU�LQFUHDVLQJ�H[SRUWDEOHV�SURGXFWLRQ�7KH�QRPLQDO�H[FKDQJH�UDWH�LQYDULDEO\�UHTXLUHV�DGMXVWPHQW�LQ�WKH�LQLWLDO�VWDJHV�RI�UHIRUP��7KLV�LV�ERWK�EHFDXVH�D�SULRU�XQUHDOLVWLF�H[FKDQJH�UDWH�KDV�Q RUPDOO\�LQGXFHG�VSHFXODWLYH�FDSLWDO�RXWIORZV�DQG�EHFDXVH�D�UHDOLVWLF�H[FKDQJH�UDWH�LV�HVVHQWLDO�LI�WKHUH�LV�WR�EH�DQ\�KRSH�RI�DOWHULQJ�LQFHQWLYHV�WR�HQFRXUDJH�D�PRUH�UDSLG�JURZWK�RI�H[SRUWV�DQG�VWUXFWXUDO�FKDQJH�LQ�WKH�HFRQRP\�)LQDOO\��DV�DOUHDG\�PHQWLRQHG��LQ�VRPH�LQVWDQFHV�RQH�RU�PRUH�GHHS �VHDWHG�GLVWRUWLRQV�PXVW�EH�DGGUHVVHG�LI�WKHUH�LV�WR�EH�KRSH�RI�UHIRUP�7R�YDU\LQJ�GHJUHHV��HDFK�RI�WKHVH�µHVVHQWLDO�LQLWLDO�FRPSRQHQWV¶�RI�D�UHIRUP�SROLF\�SDFNDJH�ZDV�SUHVHQW�LQ�HDUOLHU�,0)�VWDELOL]DWLRQ�SURJUDPV��7KH� GLIIHUHQFH��VWDUWLQJ�LQ�WKH�����V��LV�WKDW�WKHVH�PHDVXUHV�DUH�VHHQ�DV�SUHOXGHV�WR�IXQGDPHQWDO�VKLIWV�LQ�WKH�UHODWLRQVKLS�EHWZHHQ�JRYHUQPHQW�DQG�SULYDWH�VHFWRU�LQ�HFRQRPLF�JURZWK�DQG�DQ�RXWHU �RULHQWHG�WUDGH�VWUDWHJ\��ZKHUH�HDUOLHU�VWDELOL]DWLRQ�SURJUDPV�ZHUH�VHHQ�DV�FRPSOHWLQJ�D�QHFHVVDU\�VKRUW �WHUP�DGMXVWPHQW�7KH�SULYDWH�VHFWRU�PXVW�VLJQLILFDQWO\�DOWHU�LWV�EHKDYLRU�LI�DQ�RXWHU �RULHQWHG�WUDGH�VWUDWHJ\�LV�WR�VXFFHHG��)RU�WKLV�UHDVRQ��UHODWLRQV�EHWZHHQ�JRYHUQPHQW�DQG�EXVLQHVV�PXVW�FKDQJH��ZLWK�EXVLQHVV�SHUFHLYLQJ�WKDW�LWV�UHZDUGV�ZLOO�GHSHQG�XSRQ�LWV�SHUIRUPDQFH�LQ�SURGXFLQJ�LWHPV�GHPDQGHG�LQ�WKH�LQWHUQDWLRQDO�HFRQRP\�LQ�D�FRVW �HIIHFWLYH�PDQQHU�,QLWLDO�FKDQJHV�LQ�ILVFDO�EDODQFH��LQ�WKH�QRPLQDO�H[FKDQJH�DQG�LQWHUHVW�UDWHV��DQG�LQ�RWKHU�NH\�SROLF\�YDULDEOHV�PXVW�EH�XQGHUWDNHQ�LQ�D�ZD\�WKDW�FRQYLQFHV�PRVW�SHRSOH�WKDW�WKH�QHZ�DOLJQPHQW�RI�LQFHQWLYHV�DQG�UHZDUGV�LV�QRW�D�WUDQVLWRU\�RQH��7KXV�FRQVWUDLQWV�DQG�UHJXODWLRQV�JRYHUQLQJ�SULYDWH�VHFWRU�DFWLYLW\�QHHG�WR�EH�UHPRYHG��ZLWK�DSSURSULDWH�JHQHUDOL]HG�LQFHQWLYHV�
18 ,Q�VLWXDWLRQV�RI�K\SHULQIODWLRQ��VXFK�FXWV�KDYH�EHHQ�XQGHUWDNHQ��7KH�%ROLYLDQ�UHIRUPV�RI������HQWDLOHG�VXFK�D�GUDVWLF�FXW��EXW�WKH�LQIODWLRQ�UDWH�DW�WKH�VWDUW�RI�UHIRUPV�ZDV��������SHUFHQW�SHU�DQQXP�



ECES  DLS 9/Krueger/Sebtember 1997

19

IRU OLQNDJHV�ZLWK�WKH�LQWHUQDWLRQDO�HFRQRP\�UHSODFLQJ�WKHP��0HDVXUHV�PXVW�EH�WDNHQ�WR�LQFUHDVH�WKH�HIILFLHQF\�RI�SXEOLF�VHFWRU�H[SHQGLWXUHV��ZKLOH�VLPXOWDQHRXVO\�PRYLQJ�IXUWKHU�WRZDUG�ILVFDO�EDODQFH�DQG�DPHQGLQJ�WKH�WD[�VWUXFWXUH�WR�UHPRYH�GLVWRUWLRQV�DQG�EUR DGHQ�WKH�UHYHQXH�EDVH��1RW�RQO\�LV�D�FKDQJH�LQ�WKH�QRPLQDO�H[FKDQJH�UDWH�QRUPDOO\�HVVHQWLDO�LQ�HDUO\�VWDJHV�RI�UHIRUP��EXW�D�PHFKDQLVP�QHHGV�WR�EH�IRXQG�WR�PDLQWDLQ�WKDW�H[FKDQJH�UDWH�LQ�UHDO�WHUPV��,Q�IDFW��LW�LV�HVVHQWLDO�QRW�RQO\�WKDW�WKH�H[FKDQJH�UDWH� EH�UHDOLVWLF�EXW�WKDW�H[SRUWHUV�EH�FRQILGHQW�WKDW�LW�FDQ�UHPDLQ�VR��7KH�ZD\�WKLV�LV�PRVW�IUHTXHQWO\�GRQH�LV�E\�LQWURGXFLQJ�D�FUDZOLQJ�SHJ��VR�WKDW�WKH�DXWKRULWLHV�IUHTXHQWO\�PDNH�VPDOO�DGMXVWPHQWV�LQ�WKH�QRPLQDO�UDWH�WR�WDNH�LQWR�DFFRXQW�DQ\�GLIIHUHQFHV�LQ WKH�UDWH�RI�SULFH�LQFUHDVH�EHWZHHQ�WKHLU�FRXQWU\�DQG�WKDW�RI�WKHLU�PDMRU�WUDGLQJ�SDUWQHUV��$OWHUQDWLYH�PHDQV�IRU�DFKLHYLQJ�WKH�REMHFWLYH�FDQ�LQFOXGH�SHUPLWWLQJ�WKH�H[FKDQJH�UDWH�WR�IORDW�DQG�PDLQWDLQLQJ�SULFH�OHYHO�VWDELOLW\�,W�ZDV�DOUHDG\�PHQWLRQHG�WKDW LPSRUW�SURKLELWLRQV�KDYH�WR�EH�UHPRYHG�DQG�KLJK�WDULIIV�UHGXFHG��7KLV�QHHG�QRW�KDSSHQ�LQLWLDOO\��EXW�LI�WKH�LQWHQW�LV�WR�VKLIW�GHYHORSPHQW�VWUDWHJ\�IURP�UHOLDQFH�RQ�LQQHU�RULHQWHG�PHFKDQLVPV�WR�DQ�RXWHU �RULHQWHG�RQH��DJDLQ�WKH�LQLWLDO�VLJQDOV�PXVW�EH�YHU\ FOHDU�DQG�HQRXJK�PXVW�EH�GRQH�WR�FRQYLQFH�WKRVH�ZKR�DUH�GHFLGLQJ�RQ�KRZ�WR�DOORFDWH�UHVRXUFHV�WKDW�WKH�UHZDUGV�IRU�H[SRUWLQJ�DUH�SHUPDQHQWO\�LQFUHDVHG��,QGHHG�LI�EXVLQHVVSHRSOH�DUH�DW�DOO�VNHSWLFDO�DERXW�WKH�SURJQRVLV�IRU�WKH�UHIRUP�HIIRUW��LW�LV�D�QHDU�F HUWDLQW\�WKDW�WKH\�ZLOO�QRW�FKDQJH�WKHLU�EHKDYLRU�VLPSO\�EHFDXVH�RI�DQ�DQQRXQFHPHQW�WKDW�UHIRUPV�DUH�FRPLQJ��(QRXJK�PXVW�EH�GRQH�WR�SHUVXDGH�REVHUYHUV�WKDW�UHIRUPV�DUH�VHULRXV�DQG�ZLOO�ODVW�,QGHHG��WR�LQFUHDVH�WKH�UHODWLYH�UHWXUQ�WR�SURGXFLQJ�H[SRUWDEOHV� LW�LV�GHVLUDEOH�WR�LQFUHDVH�WKH�SULFH�RI�IRUHLJQ�H[FKDQJH��DQG�DVVXUH�WKDW�WKH�QHZ�UHODWLYH�UHWXUQ�ZLOO�HQGXUH���ZKLOH�VLPXOWDQHRXVO\�UHGXFLQJ�KLJK�WDULIIV�DQG�HOLPLQDWLQJ�LPSRUW�SURKLELWLRQV� 19 7KLV�SURFHVV�QHHG�QRW�EH�FRPSOHWHG�LQ�WKH�LQLWLDO�VWDJHV�RI�UH IRUP��EXW�VXIILFLHQW�LQLWLDO�VWHSV�PXVW�EH�WDNHQ�VR�WKDW�GHFLVLRQ�PDNHUV�ZLWKLQ�WKH�HFRQRP\�DUH�SHUVXDGHG�WKDW�WKH�QHZ�DQG�DOWHUHG�LQFHQWLYH�VWUXFWXUH�ZLOO�SHUVLVW��0RUHRYHU��WKHUH�LV�OHVV�SDLQ�LQ�UHPRYDO�RI�LPSRUW�SURKLELWLRQV�DQG�WDULII�UHGXFWLRQV�ZKHQ�WKH\�DUH�DFFRPSDQLHG�E\�DQ�LQFUHDVH�LQ�WKH�UHDO�H[FKDQJH�UDWH�WKDQ�ZKHQ�WKH\�DUH�
19 $W�D�PLQLPXP��IURP�WKH�EHJLQQLQJ�RI�D�UHIRUP�SURJUDP��H[SRUWHUV�QHHG�WR EH�DEOH�WR�REWDLQ�DQ\�GHVLUHG�LQSXWV�IURP�DEURDG�ZLWKRXW�GHOD\�RU�XQQHFHVVDU\�SDSHUZRUN��,I�WKH�UHIRUP�SURJUDP�PHHWV�ZLWK�LQLWLDO�VXFFHVV��IXUWKHU�OLEHUDOL]DWLRQ�RI�WKH�LPSRUW�UHJLPH�PXVW�WDNH�SODFH��EXW�LW�QHHG�QRW�DOO�EH�DW�WKH�LQLWLDO�VWHS�
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XQGHUWDNHQ�DW�D�JLYHQ�UHDO�UDWH��7KH�DUJXPHQW�IRU�UHPRYLQJ�TXDQWLWDWLYH�UHVWULFWLRQV�RQ�LPSRUWV�DQG�IRU�ORZHULQJ�WDULIIV�LQ�WKH�HDUO\�VWDJHV�RI�D�UHIRUP�SURJUDP�LV�WKHUHIRUH�FR PSHOOLQJ�20$QRWKHU�DUHD�ZKHUH�DFWLRQ�LV�JHQHUDOO\�GHVLUDEOH�LV�LQ�WKH�ILQDQFLDO�PDUNHWV��DQG�SDUWLFXODUO\�ZLWK�UHJDUG�WR�LQWHUHVW�UDWHV��$V�SDUW�RI�WKH�HIIRUW�WR�KDYH�JRYHUQPHQW�µJXLGDQFH¶�RI�HFRQRPLF�DFWLYLW\�LQ�HDUOLHU�GHYHORSPHQW�VWUDWHJLHV��QRPLQDO�LQW HUHVW�UDWHV�ZHUH�NHSW�ORZ�DQG�FUHGLW�ZDV�HIIHFWLYHO\�UDWLRQHG��,Q�PDQ\�FRXQWULHV��ORZ�QRPLQDO�LQWHUHVW�UDWHV�PDGH�ERUURZLQJ�YHU\�SURILWDEOH��DV�UHDO�LQWHUHVW�UDWHV�ZHUH�QHJDWLYH��$OWKRXJK�UHIRUPV�QHHG�QRW�QHFHVVDULO\�HQWDLO�LPPHGLDWH�PRYHV�WR�PDUNHW�FOHDULQJ�LQWHUHVW�UDWHV��DOO�VXFFHVVIXO�UHIRUP�SURJUDPV�KDYH�HQWDLOHG�WKH�UDLVLQJ�RI�QRPLQDO�LQWHUHVW�UDWHV�WR�DW�OHDVW�HTXDO�WKH�UDWH�RI�LQIODWLRQ��7KLV�VHHPV�WR�EH�GHVLUDEOH�EHFDXVH�LW�SUHYHQWV�WKH�PRVW�ZDVWHIXO�XVH�RI�VFDUFH�UHVRXUFHV��QHJDWLYH�UHDO�LQWHUHVW�UDWHV�PDNH�DOPRVW�DQ\�ERUURZLQJ�DWWUDFWLYH��DQG�LQVXULQJ�WKDW�ERUURZHUV�PXVW�UHSD\�DW�OHDVW�ZKDW�WKH\�ERUURZHG�LQ�UHDO�WHUPV�DSSHDUV�WR�FXW�RXW�VRPH�H[FHVVHV� 212QFH�WKHVH�LQLWLDO�UHIRUPV�DUH�XQGHUWDNHQ��D�VXFFHVVIXO�SURJUDP�ZLOO�HQWDLO�FRQWLQXLQJ�FKDQJHV�LQ�D�QXPEHU�RI�PDUNHWV��([DFWO\�ZKLFK�WKHVH�DUH�YDULHV�FRQVLGHUDEO\�EHWZHHQ�FRXQWULHV��GHSHQGLQJ�RQ�WKH�SROLFLHV�LQ�SODFH�DW�WKH�VWDUW�RI�WKH�UHIRUP�SURFHVV��,Q�PRVW�FRXQWULHV��FRQWLQXHG�ORZHULQJ�RI�WDULIIV�DQG�PRYHV�WRZDUG�D�PRUH�RSHQ�WUDGH�UHJLPH�DUH�DQ�LPSRUWDQW�SDUW�RI�WKH�SURFHVV��2WKHU�UHIRUPV��LQFOXGLQJ�WKH�WD[�UHJLPH��SXEOLF�VHFWRU�HQWHUSULVH��DQG�ODERU�PDUNHW�ODZV��FDQ�EH�LPSRUWDQW�GHSHQGLQJ�RQ�WKH�LQLWLDO�VLWXDWLRQ�LQ�WKH�FRXQWU\��,Q�7XUNH\��IRU�H[DPSOH��UHIRUPV�EHJDQ�LQ������DQG�DOO�TXDQWLWDWLYH�U HVWULFWLRQV�RQ�LPSRUWV�ZHUH�UHPRYHG�E\�������D�PDMRU�WD[�UHIRUP�ZDV�LPSOHPHQWHG�DW�WKH�EHJLQQLQJ�RI�������DV�D�YDOXH �DGGHG�WD[�ZDV�LQWURGXFHG�,Q�PDQ\�FRXQWULHV��WKH�HDUOLHU�VHW�RI�SROLFLHV�UHVXOWHG�LQ�D�PDMRU�ELDV�DJDLQVW�DJULFXOWXUH��,Q�WKRVH�FDVHV�UHGXFWLRQ�RU�UHPRYDO�RI�WKDW�ELDV�KDV�EHHQ�DQ�LPSRUWDQW�FRPSRQHQW�RI�UHIRUPV��7R�VRPH�H[WHQW��WKDW�UHPRYDO�KDSSHQV�VLPSO\�E\�D�PRYH�WR�D�PRUH�UHDOLVWLF�UHDO�H[FKDQJH�UDWH�
20 ,W�PD\�EH QRWHG�WKDW��WR�WKH�H[WHQW�UHGXFWLRQ�RI�LQIODWLRQ�LV�D�PDMRU�REMHFWLYH�RI�D�UHIRUP�HIIRUW��UHGXFWLRQ�LQ�WDULIIV�DQG�UHPRYDO�RI�TXDQWLWDWLYH�UHVWULFWLRQV�HDUO\�LQ�WKH�SURJUDP�KHOSV�LQ�DFKLHYLQJ�WKDW�REMHFWLYH�
21 0RVW�UHIRUP�SURJUDPV�KDYH�EHHQ�IROORZHG�E\�VLJQLILFDQW�LQFUHDVHV�LQ�VDYLQJV�UDWHV��,W�LV�QRW�FOHDU�ZKHWKHU�WKHVH�DUH�D�IXQFWLRQ�RI�WKH�KLJKHU�UHDO�UHWXUQ�WR�VDYLQJV�WKDW�EHFRPHV�SRVVLEOH�ZKHQ�EDQNV�FDQ�FKDUJH�KLJKHU�UDWHV�RQ�WKHLU�OHQGLQJ��RU�ZKHWKHU�KLJKHU�VDYLQJV�DUH�D�IXQFWLRQ�RI�D�PRUH�UDSLG�UDWH RI�HFRQRPLF�JURZWK��1RQHWKHOHVV��WKH�FKDQJHV�FDQ�EH�VSHFWDFXODU��,Q�WKH�.RUHDQ�FDVH��IRU�H[DPSOH��QDWLRQDO�VDYLQJV�ZHUH�OHVV�WKDQ���SHUFHQW�RI�*'3�LQ�WKH�ODWH�����V��DQG�URVH�WR�RYHU����SHUFHQW�RI�*'3�E\�WKH�����V�
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�EHFDXVH�PDQ\�DJULFXOWXUDO�FRPPRGLWLHV�DUH�H[SRUWDEOH��DQG�WKH�ZRUOG�SULFH��WUDQVODWHG�WKU RXJK�WKH�H[FKDQJH�UDWH��GHWHUPLQHV�WKH�GRPHVWLF�SULFH���,Q�&KLOH��IRU�H[DPSOH��RQFH�UHIRUPV�ZHUH�XQGHU�ZD\��IUHVK�IUXLWV�DQG�YHJHWDEOHV�EHFDPH�PDMRU�FURSV��DQG�H[SRUWV�JUHZ�UDSLGO\��(DUOLHU��WKHVH�FURSV�KDG�QRW�EHHQ�VXIILFLHQWO\�SURILWDEOH��5XUDO�LQFRPHV�J UHZ�QRW�RQO\�EHFDXVH�RI�GLUHFW�IDUP�HPSOR\PHQW�RSSRUWXQLWLHV��EXW�DOVR�EHFDXVH�RI�RII �IDUP�HPSOR\PHQW�LQ�SURFHVVLQJ��SDFNDJLQJ��DQG�VKLSSLQJ�DJULFXOWXUDO�H[SRUWV�,Q�VRPH�FRXQWULHV��UHJXODWLRQV�DQG�ODZV��RU�XQLRQ�SRZHU��KDYH�UHVXOWHG�LQ�KLJK�ODERU�FRVWV�UHODWLYH�WR�ODERU�SURGXFWLYLW\��6RPHWLPHV�WKH�FRVWV�DUH�GLUHFW�ZDJHV��6RPHWLPHV��KRZHYHU��WKH\�DUH�LQGLUHFW�FRVWV�VXFK�DV�VRFLDO�LQVXUDQFH�WD[HV��UHTXLUHPHQWV�WKDW�HPSOR\HUV�SURYLGH�KRXVLQJ��RU�WUDLQLQJ��6RPHWLPHV��WRR��UHJXODWLRQV�SUHYHQWLQJ�GLVPLVVDO�RI�ZR UNHUV�PDNHV�WKH�HPSOR\PHQW�RI�DGGLWLRQDO�ODERU�D�ORQJ�WHUP�FRPPLWPHQW��5HJXODWLRQV�VXFK�DV�WKHVH�SURYLGH�D�VWURQJ�LQFHQWLYH�WR�VXEVWLWXWH�FDSLWDO�IRU�ODERU��DQG�RIWHQ�QHHG�DWWHQWLRQ�GXULQJ�UHIRUP�SURJUDPV��0RUHRYHU��IRU�FRXQWULHV�ZKRVH�FRPSDUDWLYH�DGYDQWDJ H�ZRXOG�OLH�LQ�VLJQLILFDQW�SDUW�LQ�ODERU �LQWHQVLYH�JRRGV��UHJXODWLRQV�JRYHUQLQJ�WKH�ODERU�PDUNHW�FDQ�SUHYHQW�DQ\�KRSH�IRU�VLJQLILFDQW�H[SRUW�JURZWK��,Q�3DSXD�1HZ�*XLQHD��IRU�H[DPSOH��WKH�UHDO�ZDJH�ZDV�LQGH[HG�DW�D�OHYHO�PRUH�WKDQ�WKUHH�WLPHV�WKDW�RI�WKH�3KLOLSSLQHV��DOWKRXJK�WKHUH�ZDV�QR�HYLGHQFH�WKDW�3DSXD�1HZ�*XLQHD�ZRUNHUV�ZHUH�DQ\�PRUH�SURGXFWLYH�WKDQ�WKHLU�3KLOLSSLQH�FRXQWHUSDUWV��DQG�WUDQVSRUW�FRVWV�DUH�KLJKHU�LQ�3DSXD�1HZ�*XLQHD��(YHQ�D�UHDOLVWLF�H[FKDQJH�UDWH�DQG�VWDEOH�PDFURHFRQRPLF�SROLF\�IDLOHG�WR�LQGXFH�LQYHVWPHQW�LQ�DQ\�VLJQLILFDQW�PDQXIDFWXULQJ�DFWLYLWLHV�ZKLOH�WKDW�UHJXODWLRQ�ZDV�LQ�HIIHFW�$WWHQWLRQ�WR�SXEOLF�VHFWRU�HQWHUSULVHV�DOVR�EHFRPHV�LPSRUWDQW�DV�WKH�UHIRUP�SURFHVV�FRQWLQXHV��5HGXFWLRQ�RU�HOLPLQDWLRQ�RI�GHILFLWV��ZLWK�WKHLU�GUDLQ�RQ�SX EOLF�UHVRXUFHV��LV�RQH�REMHFWLYH��%XW�VR�WRR�LV�PRUH�HIILFLHQW�RSHUDWLRQ��HVSHFLDOO\�RI�SRUWV��FRPPXQLFDWLRQV��GRPHVWLF�WUDQVSRUW��DQG�RWKHU�LQIUDVWUXFWXUH�,Q�PDQ\�FRXQWULHV�LW�KDV�EHHQ�LPSRUWDQW�WR�LQWURGXFH�GRPHVWLF�FRPSHWLWLRQ��0XFK�RI�WKLV�KDSSHQV�DXWRPDWLFDOO\�E\�RSHQLQJ�XS��%XW�IRU�VWDWH �RZQHG�HQWHUSULVHVV��62(V���WKLV�PD\�UHTXLUH�UHPRYDO�RI�UHVWULFWLRQV�RQ�SULYDWH�HQWU\�LI�H[SRUWHUV�DUH�WR�KDYH�DFFHVV�WR�LQSXWV�DW�FRPSHWLWLYH�SULFHV��)RU�H[DPSOH��LQ�VRPH�FRXQWULHV�SULYDWH�PDUNHWLQJ�RI�VRPH�JRRGV�KDV EHHQ�SURKLELWHG��DQG�UHPRYDO�RI�WKDW�SURKLELWLRQ�KDV�UHVXOWHG�LQ�VLJQLILFDQWO\�PRUH�HIILFLHQW�
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GLVWULEXWLRQ��6RPHWLPHV��IRU�ERWK�62(V�DQG�SULYDWH�ILUPV��LQWURGXFLQJ�FRPSHWLWLRQ�LV�HDVLO\�DFKLHYHG�E\�UHPRYLQJ�LPSRUW�SURKLELWLRQV�,W�QHHGV�WR�EH�UHSHDWHG�WKDW�QRW�DOO�FRXQWULHV¶�HFRQRPLF�VLWXDWLRQV�DW�WKH�RXWVHW�RI�UHIRUP�DUH�WKH�VDPH��DQG�WKH�LVVXHV�WKDW�UHTXLUH�XUJHQW�DWWHQWLRQ��DQG�WKDW�KDYH�WKH�KLJKHVW�SD\RII��GLIIHU�IURP�FRXQWU\�WR�FRXQWU\��1RQHWKHOHVV��PRVW�DQDO\VWV�ZRXOG�FLWH�WKH�SROLFLHV�LQGLFDWHG�DERY H�DV�EHLQJ�DPRQJ�WKH�PRVW�IUHTXHQW�UHTXLULQJ�UHIRUP��)RU�WUDGH�UHIRUP�WR�SURYLGH�WKH�SD\RII�LW�VKRXOG��UHIRUPV�QHHG�WR�JR�IDU�EH\RQG�WKH�WUDGH�UHJLPH�LWVHOI��7DEOH���SURYLGHV�DQ�LQGLFDWLRQ�RI�WKH�VHFWRUV�FRYHUHG�LQ�D�QXPEHU�RI�FRXQWULHV¶�UHIRUP�SURJUDPV��$ V�FDQ�EH�VHHQ��PRVW�FRXQWULHV�KDYH�XQGHUWDNHQ�PHDVXUHV�SHUWDLQLQJ�WR�D�ZLGH�YDULHW\�RI�VHFWRUV��,Q�VXFFHVVIXO�FDVHV��UHIRUPV�KDYH�JHQHUDOO\�FRQWLQXHG�RYHU�WLPH�XOWLPDWHO\�ZLWK�H[WHQVLYH�FKDQJHV�LQ�WKH�QDWXUH�RI�JRYHUQPHQW�EXVLQHVV�UHODWLRQV�
���3UREOHPV�WKDW�$ULVH�LQ�WKH�5HIRUP�3URFHVV
,I�UHIRUP�ZHUH�VWUDLJKWIRUZDUG�DQG�JXDUDQWHHG�WR�GHOLYHU�LPPHGLDWH�EHQHILW�WR�DOO��LW�ZRXOG�DOUHDG\�KDYH�EHHQ�XQGHUWDNHQ�HYHU\ZKHUH��,Q�IDFW��WKHUH�DUH�D�QXPEHU�RI�SUREOHPV�DVVRFLDWHG�ZLWK�UHIRUPV�WKDW�LQHYLWDEO\�PDNH�WKH�SUR FHVV�D�GLIILFXOW�RQH��$OWKRXJK�VRPH�UHIRUP�SURJUDPV�KDYH�EHHQ�PRUH�SDLQIXO�DQG�OHVV�VXFFHVVIXO�WKDQ�WKH\�PLJKW�EHFDXVH�SROLF\PDNHUV�PDGH�NH\�PLVWDNHV�22 VRPH�SUREOHPV�DUH�LQKHUHQW�LQ�WKH�SURFHVV�LWVHOI�

)LUVWO\��DQG�SHUKDSV�PRVW�LPSRUWDQWO\��HDUOLHU�SROLF LHV�EXLOG�XS�JURXSV�ZLWK�D�YHVWHG�LQWHUHVW�LQ�WKH�FRQWLQXDWLRQ�RI�WKRVH�SROLFLHV��&RQVLGHU��IRU�H[DPSOH��WKH�EXVLQHVVPDQ�ZKR�EXLOGV�D�IDFWRU\�XQGHU�LPSRUW�VXEVWLWXWLRQ��EHOLHYLQJ�WKDW�KH�ZLOO�UHFHLYH�SURWHFWLRQ�IURP�LQWHUQDWLRQDO�FRPSHWLWLRQ��5HPRYDO�RI�LPSRUW�SURKLELWLRQV�DQG�WDULIIV�LV��IRU�KLP��D�VHULRXV�SUREOHP��:KHQ�

22 $�FODVVLF�H[DPSOH�LV�&KLOH��,Q�WKH�ODWH�����V��WKH�JRYHUQPHQW�GHFLGHG�WR�µSUH�IL[¶�WKH�H[FKDQJH�UDWH�LQ�DQ�HIIRUW�WR�FRQWURO�LQIODWLRQ��,QIODWLRQ�LQVWHDG�FRQWLQXHG��DQG�WKH�UHDO�H[FKDQJH�UDWH�FRQVHTXHQWO\�EHFDPH�LQFUHDVLQJO\�RYHUYDOXHG�LQ�WKH�VXEVHTXHQW�WKUHH�\HDUV��)LQDOO\��D�FKDQJH�LQ�SROLFLHV�ZDV�XQGHUWDNHQ��,W�FDQ�EH�DUJXHG�WKDW�&KLOH¶V�UHIRUP�SURFHVV�WRRN�WKUHH�\HDUV�ORQJHU�WR�GHOLYHU�UHVXOWV�WKDQ�LW�ZRXOG�KDYH�ZLWKRXW�WKH�µSUH�IL[�¶
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LPSRUW�VXEVWLWXWLRQ�SROLFLHV�KDYH�EHHQ�LQ�HIIHFW�IRU�GHFDGHV��WKH�H[WHQW�RI�RSSRVLWLRQ�WR�UHIRUPV��DQG�VXSSRUW�IRU�SHUSHWXDWLRQ�RI�WKH�LPSRUW �VXEVWLWXWLRQ�UHJLPH��LV�ODUJH�7R�D�FRQVLGHUDEOH�GHJUHH��HQWUHSUHQHXUV�DUH�DEOH�WR�DGMXVW�WR�DOWHUHG�LQFHQWLYHV�ZLWK�PXFK�OHVV�GLIILFXOW\�WKDQ�WKH\�DQWLFLSDWH��6RPH�GLVFRYHU�WKDW�WKH�DYDLODELOLW\�RI�DQ�LPSRUWHG�LQSXW�UHGXFHV�WKHLU�FRVWV�E\�PRUH�WKDQ�WKH\�ORVH�WKURXJK�SURWHFWLRQ��2WKHUV�DUH�DEOH�WR�QDUU RZ�WKHLU�SURGXFW�OLQH�DQG�IRFXV�WKHLU�DFWLYLWLHV�RQ�JRRGV�WKDW�WKH\�SURGXFH�FKHDSO\�HQRXJK�WR�FRPSHWH�LQ�LQWHUQDWLRQDO�PDUNHWV��1RQHWKHOHVV��WKH�ZKROH�SRLQW�RI�DOWHULQJ�LQFHQWLYHV�LV�WR�VSXU�LQFUHDVHG�HFRQRPLF�HIILFLHQF\��DQG�WKDW�UHTXLUHV�FKDQJH�DQG�DGDSW DWLRQ�RQ�WKH�SDUW�RI�SURGXFHUV��7KH\�DUH�QDWXUDOO\�UHVLVWDQW�RI�WKH�SURFHVV��LQ�SDUW�EHFDXVH�LW�LV�XQNQRZQ�,Q�0H[LFR��IRU�H[DPSOH��D�EXVLQHVVPDQ�ZKRVH�IDFWRU\�SURGXFHG�UHIULJHUDWRUV�IRU�WKH�GRPHVWLF�PDUNHW�ZDV�RQH�RI�WKH�OHDGLQJ�RSSRQHQWV�RI�0H[LFR¶V�UHIR UPV��0H[LFDQ�UHIULJHUDWRUV�ZHUH�ZLGHO\�EHOLHYHG�WR�EH�XQDEOH�WR�FRPSHWH�ZLWK�IRUHLJQ�RQHV��2QFH�WUDGH�OLEHUDOL]DWLRQ�KDG�WDNHQ�SODFH��KRZHYHU��WKH�UHIULJHUDWRU�SURGXFHU�GLVFRYHUHG�WKDW�KH�FRXOG�LPSRUW�FRPSUHVVRUV��(DUOLHU��GRPHVWLFDOO\�PDQXIDFWXUHG�FRPSUHV VRUV�KDG�EHHQ�XVHG��7KHVH�KDG�KDG�D�VKRUW�OLIH�H[SHFWDQF\�DQG�UHTXLUHG�IUHTXHQW�UHSODFHPHQW��2QFH�WKH�LPSRUWHG�FRPSUHVVRUV�ZHUH�XVHG��WKH�EXVLQHVVPDQ�ZDV�DEOH�QRW�RQO\�WR�FRPSHWH�ZLWK�LPSRUWV�LQ�0H[LFR��EXW�DOVR�WR�H[SRUW��,QGHHG��WRGD\��WKDW�ILUP�DFFRXQWV IRU�D�VL]DEOH�VKDUH�RI�WKH�86�PDUNHW�LQ�DSDUWPHQW �VL]HG�UHIULJHUDWRUV�,Q�DGGLWLRQ�WR�SROLWLFDO�RSSRVLWLRQ��KRZHYHU��WKHUH�LV�DQRWKHU�µDWWLWXGLQDO¶�SUREOHP��7KDW�LV��ZKDW�LV�EHLQJ�DWWHPSWHG�LV�D�WKRURXJKJRLQJ�FKDQJH�LQ�WKH�VWUXFWXUH�RI�LQFHQWLYHV��,Q�SDUWEHFDXVH�WKHUH�LV�ERXQG�WR�EH�SROLWLFDO�RSSRVLWLRQ��EXW�LQ�SDUW�E\�WKH�QDWXUH�RI�FLUFXPVWDQFHV�LQ�ZKLFK�UHIRUP�LV�XQGHUWDNHQ��WKHUH�LV�ERXQG�WR�EH�XQFHUWDLQW\�DV�WR�ZKHWKHU�UHIRUPV�ZLOO�EH�VXFFHVVIXO�23 7KLV�LVVXH�KDV�FRPH�WR�EH�WHUPHG�WKH�µFUHGLELOLW\¶�LVV XH�LQ�WKH�OLWHUDWXUH��,Q�RUGHU�IRU�UHIRUPV�WR�VXFFHHG��LW�LV�LPSHUDWLYH�WKDW�WKH\�EH�µFUHGLEOH�¶�WKDW�LV��WKDW�PDUNHW�SDUWLFLSDQWV�EHOLHYH�WKDW�WKH\�DUH�SHUPDQHQW��'XULQJ�WKH�SHULRG�RI�XQFHUWDLQW\��WKRVH�HFRQRPLF�DFWLYLWLHV�VXFK�DV�LPSRUW�VXEVWLWXWLRQ��IRU ZKLFK�LQFHQWLYHV�DUH�UHGXFHG��ZLOO�FOHDUO\�EH�UHGXFHG��8QWLO�SHRSOH�DUH�FRQILGHQW�WKDW�WKH�QHZ�LQFHQWLYH�VWUXFWXUH�ZLOO�SHUVLVW��KRZHYHU��WKH\�ZLOO�EH�UHOXFWDQW�WR�LQYHVW�LQ�DFWLYLWLHV�WKDW�DUH�QHZO\�SURILWDEOH
23 7KLV�XQFHUWDLQW\�LV�DOO�WKH�JUHDWHU��WKH�JUHDWHU�WKH�QXPEHU�RI�SDVW�IDLOHG�UHIRUP�SURJUDPV�
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7KH�XSVKRW�LV�YHU\�OLNHO\�WR�EH�D�SHULRG�GXU LQJ�ZKLFK�HFRQRPLF�DFWLYLW\�LV�HLWKHU�GHFOLQLQJ�RU�JURZLQJ�YHU\�VORZO\�24 'RXEWV�DPRQJ�WKRVH�XQHPSOR\HG�RU�FRQFHUQHG�DERXW�WKHLU�IXWXUH��FRPELQHG�ZLWK�WKH�RSSRVLWLRQ�RI�WKH�YHVWHG�LQWHUHVWV�WKDW�JUHZ�XS�DURXQG�WKH�ROG�LQFHQWLYHV��LQFUHDVH�SROLWLFDO�RSSRVLWLRQ�WR�WKH�UHIRUPV��7KDW�RSSRVLWLRQ��LQ�WXUQ��UHGXFHV�WKH�FUHGLELOLW\�RI�UHIRUPV��ZKLFK�WKHQ�LQFUHDVHV�WKH�GXUDWLRQ�DQG�LQWHQVLW\�RI�WKH�VORZGRZQ�LQ�HFRQRPLF�DFWLYLW\��IXUWKHU�XQGHUPLQLQJ�FUHGLELOLW\�7KH�GDQJHU�KHUH��RI�FRXUVH��LV�WKDW�LI�WKH�VORZGRZQ�LV�V XIILFLHQWO\�SURWUDFWHG��RSSRVLWLRQ�ZLOO�PRXQW�WR�WKH�SRLQW�ZKHUH�WKH�LQLWLDO�UHIRUPV�DUH�UHYHUVHG�RU�WKH�SURFHVV�LV�KDOWHG��7KLV�SHULRG�ZKHQ�UHIRUPV�VHHP�WR�KDQJ�LQ�WKH�EDODQFH�KDV�EHHQ�HQFRXQWHUHG�LQ�DOPRVW�DOO�FRXQWULHV�XQGHUWDNLQJ�UHIRUP��$OO�WKDW�UHIRUPHUV�FDQ�GR�LV�WR�PRYH�DV�UDSLGO\�DQG�GHFLVLYHO\�DV�SRVVLEOH��ERWK�LQ�RUGHU�WR�PDNH�WKH�UHWXUQV�WR�WKRVH�ZKR�GR�EHOLHYH�LQ�WKH�QHZ�LQFHQWLYHV�DV�DWWUDFWLYH�DV�SRVVLEOH��DQG�WR�PDNH�WKH�UHIRUPV�DV�FUHGLEOH�DV�SRVVLEOH��7KH�LVVXH�LV�PRVW�DFXWH�LQ�FRXQWULHV�ZLWK�SULRU�KLVWRULHV�RI�IDLOHG�UHIRUP�SURJUDPV��VXFK�DV�%UD]LO� 25$QRWKHU�LVVXH�WKDW�KDV�IUHTXHQWO\�EHHQ�UDLVHG�LV�WKH�TXHVWLRQ�RI�WKH�µWLPLQJ�DQG�VHTXHQFLQJ¶�RI�UHIRUPLQJ��+HUH��PDQ\�TXHVWLRQHG�KRZ�IDVW�FKDQJHV�VKRXOG�EH�PDGH��DQG�WKH�RUGHU�LQ�ZKLFK�OLEHUDOL]DWLRQ�PHDVXUHV�DQG�RWKHU�FKDQJHV�VKRXOG�EH�PDGH�7KH�WLPLQJ�LVVXH�LV�FORVHO\�UHODWHG�WR�WKH�FUHGLELOLW\�LVVXH��3URSRQHQWV�RI�µJUDGXDO¶�UHIRUP�KDYH�DUJXHG�WKDW�WKH�GLVORFDWLRQV�DQG�SDLQV�RI�UHIRUPV�PD\�EH�HDVHG�E\�PRYLQJ�VORZO\��:KLOH�WKDW�PD\�EH�WUXH�LI�FUHGLELOLW\�LV�QRW�DIIHFWHG��JUDGXDO�UHIRUPV�JLYH�WLPH�IRU�WKH�RSSRVLWLRQ�WR�PRXQW��DQG�PD\�JLYH�WKH�DSSHDUDQFH�RI�KHVLWDQF\�RQ�WKH�SDUW�RI�WKH�UHIRUPHUV��$V�H[SHULHQFH�ZLWK�UHIRUPV�KDV�DFFXPXODWHG��WKH�DUJXPHQWV�IRU�JRLQJ�IDVW�DSSHDU�WR�EH�VWURQJHU��2Q�RQ H�KDQG��WKHUH�DUH�H[SHULHQFHV�VXFK�DV�WKH�3ROLVK��ZKHUH�D�µELJ�EDQJ¶�VHHPV�WR�KDYH�SURYLGHG�PRUH�LPPHGLDWH�UHVXOWV�ZLWK�QR�JUHDWHU�GLVFRPIRUW�WKDQ�KDYH�VRPH�RI�WKH�VORZHU�UHIRUPV�RI�RWKHU�

24 ,Q�VRPH�FRXQWULHV��WKH�LQFUHDVHG�DYDLODELOLW\�RI�LPSRUWV��D�JRRG�KDUYHVW��RU�UDSLG�FKDQJH�LQ�H[SHFWDWLRQV�KDV�PHDQW�WKDW�WKHUH�ZDV�QR�VXFK�SDXVH��7KRVH�H[SHULHQFHV�DUH�WKH�H[FHSWLRQV�UDWKHU�WKDQ�WKH�UXOH��KRZHYHU�
25 +RZHYHU��HYHQ�FRXQWULHV�WKDW�KDYH�VXFFHVVIXOO\�FDUULHG�RXW�UHIRUPV��VXFK�DV�&KLOH�DQG�7XUNH\��KDG�HDUOLHU�HSLVRGHV��7XUNH\�LQ������DQG������DQG�&KLOH�LQ�����±���DQG�����±����,W�LV�RIWHQ�IRUJRWWHQ�WKDW�6SDLQ¶V�VSHFWDFXODUO\�VXFFHVVIXO�UHIRUPV�RI�����±���ZHUH�SUHFHGHG�E\�D�IDLOHG�UHIRUP�DWWHPSW�LQ������
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(DVWHUQ�(XURSHDQ�FRXQWULHV��2Q�WKH�RWKHU�KDQG��D�QXPEHU�RI�SUHDQQRXQ FHG�SURJUDPV�KDYH�KDG�WR�EH�DEDQGRQHG�LQ�WKH�IDFH�RI�RSSRVLWLRQ� 26,W�KDV�DOUHDG\�EHHQ�SRLQWHG�RXW�WKDW�UHIRUPV�FDQQRW��LQ�DQ\�HYHQW��DOO�EH�XQGHUWDNHQ�DW�RQFH��7D[�UHIRUP��SULRULWL]LQJ�DQG�VWUHDPOLQLQJ�SXEOLF�H[SHQGLWXUHV��UHVWUXFWXULQJ�RU�SULYDWL]LQJ�RI�62(V��DQG�D�QXPEHU�RI�RWKHU�PHDVXUHV�LQHYLWDEO\�WDNH�WLPH��7KDW�PXFK�VDLG��KRZHYHU��WKH�ZHLJKW�RI�WKH�HYLGHQFH�LV�LQFUHDVLQJO\�RQ�WKH�VLGH�RI�KDVWH��VSHHGLQJ�XS�WKH�WLPH��DQG�WKH�QXPEHU�RI�QHZ�DFWLYLWLHV��DW�ZKLFK�SHRSOH�EHOLHYLQJ�LQ�WKH�VXVWDLQDELOLW\�RI�U HIRUPV�ILQG�LW�SURILWDEOH�WR�DOORFDWH�UHVRXUFHV�EDVHG�RQ�WKH�QHZ�LQFHQWLYH�VWUXFWXUH�DSSHDUV�WR�EH�WKH�LPSRUWDQW�FRQVLGHUDWLRQ�LQ�PLQLPL]LQJ�DGMXVWPHQW�FRVWV��7KH�VHTXHQFLQJ�LVVXH�LV�D�OLWWOH�GLIIHUHQW��,W�KDV�DOUHDG\�EHHQ�VHHQ�WKDW�VRPH�LQLWLDO�PHDVXUHV�QHHG�WR�EH�WDNHQ�TXLFNO\��DQG�WKDW�VRPH�WDNH�WLPH��(DUO\�DQDO\VHV�RI�UHIRUP�SURJUDPV��KRZHYHU��DVNHG�D�PRUH�JHQHUDO�TXHVWLRQ�DV�WR�ZKHWKHU�VRPH�PDUNHWV��IRU�H[DPSOH��WKH�ODERU�PDUNHW��QHHGHG�WR�EH�ZHOO�IXQFWLRQLQJ�EHIRUH�RWKHUV��IRU�H[DPSOH��WUDGH�OLEHUDOL ]DWLRQ��VKRXOG�EH�UHIRUPHG��6RPH�KDYH�TXHVWLRQHG�ZKHWKHU�WKHUH�LV�DQ\�SRLQW�LQ�RSHQLQJ�XS�WR�IRUHLJQ�WUDGH�LI�GRPHVWLF�LQIODWLRQ�LV�XQDEDWHG�7KHUH�LV�QRW�D�XQLYHUVDO�FRQVHQVXV�RQ�WKHVH�LVVXHV��7KHUH�KDYH�EHHQ�D�QXPEHU�RI�FRXQWULHV�WKDW�KDYH�OLEHUDOL]HG�RQ WUDGH�DFFRXQW�EHIRUH�LQIODWLRQ�ZDV�ZHOO�XQGHU�FRQWURO��.RUHD�LQ�������3RODQG�LQ�������7XUNH\�LQ�������&KLOH���DQG�DV�ORQJ�DV�PHDVXUHV�DUH�WDNHQ�WR�UHGXFH�WKH�VL]H�RI�SURVSHFWLYH�ILVFDO�GHILFLWV��LW�ZRXOG�DSSHDU�WKDW�WKHUH�FDQ�EH�EHQHILWV�IURP�WUDGH�OLEHUD OL]DWLRQ�277R�EH�VXUH��WKRVH�EHQHILWV�ZLOO�EH�JUHDWHU�WKH�OHVV�WKH�H[FHVV�GHPDQG�LQ�WKH�GRPHVWLF�HFRQRP\��EXW�LW�VHHPV�FOHDU�QRQHWKHOHVV�WKDW�EHQHILWV�DFFUXH�7R�GDWH��WKHUH�DUH�QR�LQVWDQFHV�GRFXPHQWHG�LQ�ZKLFK�D�JRRGV�PDUNHW�ZDV�OLEHUDOL]HG�µWRR�VRRQ�¶�2Q WKH�IDFWRU�PDUNHW�VLGH��WKHUH�DSSHDUV�WR�EH�D�JURZLQJ�FRQVHQVXV�WKDW�LW�PDNHV�OLWWOH�VHQVH�WR�RSHQ�WKH�FDSLWDO�DFFRXQW�EHIRUH�OLEHUDOL]LQJ�FXUUHQW�DFFRXQW�WUDQVDFWLRQV��DOWKRXJK�UHVWULFWLRQV�JRYHUQLQJ�IRUHLJQ�GLUHFW�LQYHVWPHQW�DQG�RWKHU�ORQJ �WHUP�FDSLWDO�LQIORZV�FDQ�JHQHUDOO\�EH�UHOD[HG�LQ�WKH�HDUO\�VWDJHV�RI�UHIRUP�
26 ,Q ������WKH�$UJHQWLQLDQ�DXWKRULWLHV�DQQRXQFHG�D�ILYH�\HDU�SURJUDP�IRU�WKH�UHGXFWLRQ�RI�WDULIIV��7KH\�PDQDJHG�RQO\�WR�FRPSOHWH�WKH�ILUVW�WZR�\HDUV�EHIRUH�RSSRVLWLRQ�OHG�WR�DEDQGRQPHQW�RI�WKH�SURJUDP�
27 ,QGHHG��LQVRIDU�DV�LW�WDNHV�WLPH�IRU�EXVLQHVVSHRSOH�WR�GHYHORS�FRQWDFWV�LQ�IRUHLJQ�PDUNHWV�DQG�WR�VWDUW�H[SRUWLQJ��WKHUH�DUH�VWURQJ�UHDVRQV�IRU�SURYLGLQJ�LQFHQWLYHV�WR�JHW�VWDUWHG�DV�VRRQ�DV�SRVVLEOH�



ECES  DLS 9/Krueger/Sebtember 1997

26

,Q�JHQHUDO��SROLWLFDO�FRQVWUDLQWV�RQ�UHIRUPHUV�DUH�QRUPDOO\�VXIILFLHQWO\�JUHDW�WKDW�WKH\�ZRXOG�EH�ZHOO�DGYLVHG�WR�PRYH�DV�UDSLGO\�DV�SRVVLEOH��DQG�WR�OLEHUDOL]H�ZKDWHYHU�PDUNHWV�WKH\�FDQ��:KLOH�WKHUH�DUH�RFFDVLRQDOO\�µERWWOHQHFN¶�VHFWRUV�VXFK�DV�,�GLVFXVVHG�DERYH��WKHUH�LV�QR�HYLGHQFH�WKDW�OLEHUDOL]DWLRQ�RI�RWKHU�VHFWRUV�KDV�KDUPHG�HFRQRPLHV��RQO\�WKDW�EHQHILWV�KDYH�QRW�EHHQ�IRUWKFRPLQJ�DV�WKH\�PLJKW�KDYH�LQ�WKH�DEVHQFH�RI�WKRVH�µERWWOHQHFNV�¶� 7KH�DUJXPHQW�IRU�SURFHHGLQJ�LV�WKDW��RQFH�WKH�ERWWOHQHFN�LV�UHPRYHG�LQ�WKH�IXWXUH��WKHUH�ZLOO�EH�ODUJHU�EHQHILWV�IURP�WKH�UHIRUP�7KLV�OHDGV�WR�WKH�ODVW�FULWLFLVP�RI�UHIRUP�SURJUDPV�WKDW�LV�IUHTXHQWO\�KHDUG��WKDW�UHIRUP�LV�KDUPIXO�WR�WKH�SRRU��,W�LV�FHUWDLQO\�WUXH�WKDW�UHGXFWLRQ�RU�HOLPLQDWLRQ�RI�VRPH�ZHOIDUH�WUDQVIHU�SURJUDPV�LV�LQHYLWDEOH�ZKHQ�WKHVH�KDYH�EHFRPH�KLJK �FRVW�ODUJH�GUDLQV�RQ�SXEOLF�VHFWRU�ILQDQFHV��+LJK�FRVW�ZHOIDUH�SURJUDPV��KRZHYHU��DUH�RIWHQ�GLVFRYHUHG�WR�KDYH�D�ODUJH�FRPSRQHQW�RI�ZDVWH��$V VXFK��LW�LV�RIWHQ�SRVVLEOH�WR�ILQG�ORZ�FRVW�VXEVWLWXWH�SURJUDPV�WKDW�GHOLYHU�DV�PXFK��LI�QRW�PRUH��WR�WKH�SRRU��DW�ORZHU�FRVW�WKDQ�WKH�HDUOLHU�RQHV�0RUHRYHU��WKH�JUHDWHVW�YLFWLPV�RI�VORZ�JURZWK�DUH�WKH�SRRU��LW�LV�WKH\�ZKR�VWDQG�WR�JDLQ�PRVW�ZLWK�QHZ�MREV��EHWWHU�WHUPV�RI�WUDGH�IRU�DJULFXOWXUH��DQG�WKH�RWKHU�FKDQJHV�WKDW�UHIRUP�FDQ�EULQJ��7KH�EHQHILFLDULHV�RI�WKH�ROG�LPSRUW �VXEVWLWXWLRQ��LQQHU�RULHQWHG�SROLFLHV�DUH�WKRVH�ZKR�RSSRVH�UHIRUP�PRVW�YHKHPHQWO\��7KH\�DUH�XVXDOO\�QRW�RQO\�QRW�SRRU��EXW�DPRQJ�WKH� EHWWHU�RII�LQ�VRFLHW\��KDYLQJ�SURILWHG�IURP�WKH�YDULRXV�SURYLVLRQV�RI�WKH�ROG�UHJLPH�7KH�FKDOOHQJH��WKHUHIRUH��LV�WR�ILQG�PHDQV�RI�WDUJHWLQJ�SURJUDPV�IRU�WKRVH�SRRU�ZKR�DUH�JHQXLQHO\�DGYHUVHO\�DIIHFWHG�E\�WKH�UHPRYDO�RI�HDUOLHU�VXEVLGLHV��7KLV�FDQ�EH�GRQH LQ�D�YDULHW\�RI�ZD\V��,Q�&KLOH��D�PRWKHU±LQIDQW�FDUH�SURJUDP��ZKLFK�DOVR�SURYLGHG�QXWULHQWV�IRU�FKLOGUHQ�XQGHU�WZR�\HDUV�RI�DJH��DQG�D�JRYHUQPHQW �VSRQVRUHG�HPSOR\PHQW�SURJUDP�IRU�WKRVH�VHHNLQJ�ZRUN�WXUQHG�RXW�WR�EH�IDLUO\�ORZ�FRVW�DQG�HIIHFWLYH��,Q�7XUNH\��DQ�DJUHHPHQW�ZDV�UHDFKHG�XQGHU�ZKLFK�WKH�XQLRQV�ORVW�WKHLU�SRZHU�WR�VWULNH�DQG�LQVLVW�RQ�LQFUHDVHV�LQ�UHDO�ZDJHV�EXW�HPSOR\HUV�ZHUH�FRQVWUDLQHG�IURP�GLVPLVVLQJ�ZRUNHUV�IRU�ILYH�\HDUV��7KH�UHVXOW�ZDV�WKDW�HPSOR\PHQW�GLG�QRW�JURZ�GXULQJ�WKH�ILUVW�\HDU�RI�W KH�XSVZLQJ��EXW�GLVORFDWLRQ�DSSHDUV�WR�KDYH�EHHQ�JUHDWO\�UHGXFHG�2YHUDOO��LI�UHIRUPHUV�FDQ�JHW�WKURXJK�WKH�SHULRG�RI�XQFHUWDLQW\�WR�WKH�SRLQW�ZKHUH�PRVW�EHOLHYH�WKDW�WKH�QHZ�LQFHQWLYH�VWUXFWXUH�LV�SHUPDQHQWO\�LQ�SODFH��WKH�PDMRU�FKDOOHQJH�LV�WR�PDLQWDLQ�WKH�PRPHQWXP�RI�UHIRUP��:KLOH�MXGJPHQW�KDV�WR�EH�H[HUFLVHG�DV�WR�WKH�UHODWLYH�
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LPSRUWDQFH�RI�QH[W�PRYHV�LQ�GLIIHUHQW�DVSHFWV�RI�HFRQRPLF�SROLF\��LW�LV�SUREDEO\�PRUH�LPSRUWDQW�WR�PDLQWDLQ�WKH�SHUFHSWLRQ�RI�RQJRLQJ�OLEHUDOL]DWLRQ�WKDQ�LW�LV�WR�LGHQWLI\�WKH�SUH FLVH�RUGHU�LQ�ZKLFK�UHIRUPV�µRXJKW¶�WR�EH�XQGHUWDNHQ�
���([SHULHQFH�RI�6XFFHVVIXO�5HIRUPHUV
,�DOUHDG\�PHQWLRQHG�WKDW�XQFHUWDLQW\�LV�D�PDMRU�HQHP\�RI�VXFFHVVIXO�UHIRUP��SHRSOH�GR�QRW�NQRZ�KRZ�WKH\�ZLOO�FRPH�RXW��DQG�DUH�QDWXUDOO\�DIUDLG�RI�FKDQJH��8VXDOO\� DV�ZHOO��SHRSOH�LQ�FRXQWULHV�ZKHUH�HFRQRPLF�JURZWK�KDV�EHHQ�VOXJJLVK�EHKLQG�KLJK�ZDOOV�RI�SURWHFWLRQ�IRU�LQHIILFLHQW�SXEOLF�DQG�SULYDWH�ILUPV�GR�QRW�EHOLHYH�WKDW�WKHLU�FRXQWULHV¶�HFRQRPLHV�DUH�FDSDEOH�RI�EHWWHU�HFRQRPLF�SHUIRUPDQFH��2QFH�WKDW�SHUIRUPDQFH� VWDUWV��SROLWLFDO�VXSSRUW�IRU�HFRQRPLF�UHIRUP�EHJLQV�WR�LQFUHDVH��,I�WKH�UHIRUP�SURFHVV�LV�QRW�DERUWHG��DFFHOHUDWLQJ�JURZWK�SURYLGHV�PRUH�SROLWLFDO�VXSSRUW��ZKLFK�LQ�WXUQ�SHUPLWV�WKH�UHIRUPHUV�WR�WDNH�IXUWKHU�PHDVXUHV�WR�LPSURYH�HFRQRPLF�SHUIRUPDQFH��DQG�D YLUWXRXV�FLUFOH�UHVXOWV�7R�HQG�WKLV�OHFWXUH��WKHUHIRUH��,�ZDQW�WR�FRQFHQWUDWH�IRU�D�IHZ�PRPHQWV�RQ�WKH�RXWFRPHV�RI�VRPH�VXFFHVVIXO�UHIRUP�SURJUDPV��%HIRUH�GRLQJ�VR��KRZHYHU��,�VKRXOG�QRWH�RQH�RIWHQ�IRUJRWWHQ�SKHQRPHQRQ��7KDW�LV�WKDW��VWULFWO\�VSHDNLQJ��D QDO\VLV�RI�WKH�HIIHFWV�RI�UHIRUP�SURJUDPV�VKRXOG�EH�FDUULHG�RXW�E\�FRQWUDVWLQJ�WKH�VWDWH�RI�WKH�HFRQRP\�ZLWK�ZKDW�LW�ZRXOG�KDYH�EHHQ�LQ�WKH�DEVHQFH�RI�UHIRUP��6XFK�D�FRQWUDVW�LV�VHOGRP�PDGH��DQG�ZKHQ�UHIRUPV�DUH�OHVV�WKDQ�VSHFWDFXODU��RU�ZKHQ�HFRQRPLF�SHUIRUPDQFH�LV�PHGLRFUH��WKHUH�LV�D�WHQGHQF\�WR�UHJDUG�WKDW�DV�µIDLOHG¶�UHIRUP�

In fact, even in instances where reforms are less than spectacularly successful, there is good 

ground for believing that economic performance is better than it would have been in the 

absence of the attempt. Inflation may not be significantly reduced, but it may have failed to 

continue to accelerate; foreign exchange difficulties may not have ended, but imbalances and 

dislocations may be significantly reduced from what they earlier were. Perhaps the best 

rapidly in the early to mid-1980s: cocoa production was down to a small fraction of what it had 

been two decades earlier; the black market exchange rate was 900 times the official rate; real 

income per capita had been falling an estimated 2 3 percent per year; and government 
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revenues were declining, with the result that most public services were unattended. After a 

reform program starting in 1984, 

been around 5 percent. There remain many economic problems, and reform was by no means 

complete. But it seems clear that unless something had 

EHHQ�GRQH��HFRQRPLF�UHWURJUHVVLRQ�ZRXOG�KDYH�FRQWLQXHG�� FRQWUDVWHG�ZLWK�D�UDWH�RI�GHFOLQH�RI��±��SHUFHQW��D�SRVLWLYH���SHUFHQW�VHHPV�IDLUO\�LPSUHVVLYH��-XGJLQJ�*KDQD¶V�UHIRUPV�IDLUO\��WKHUHIRUH��LV�QRW�SRVVLEOH�ZLWKRXW�DQ�HVWLPDWH�RI�ZKDW�WKH�DOWHUQDWLYH�ZRXOG�KDYH�EHHQ��DQG�WKH�VDPH�LV�SUREDEO\�WUXH�RI�PDQ\�RWKHU�FRXQWULHV�ZKHUH�UHIRUPV�KDYH�EHHQ�OHVV�IDU �UHDFKLQJ�WKDQ�WKRVH�RI�7XUNH\�DQG�&KLOH��GLVFXVVHG�EHORZ��EXW�KDYH�QRQHWKHOHVV�\LHOGHG�FRQVLGHUDEOH�EHQHILWV�:KHQ�H[DPLQLQJ�VXFFHVVIXO�UHIRUPV��WKH�FRXQWULHV�WKDW�FRPH�WR�HYHU\RQH¶V�PLQG�DUH�7DLZDQ�DQG�.RUHD� WZR�RI�WKH�µWLJHUV¶�RI�(DVW�$VLD�WKDW�FKDQJHG�HFRQRPLF�SROLFLHV�LQ�WKH�PLG �����V�DQG�HDUO\�����V�UHVSHFWLYHO\��3DUWO\�EHFDXVH�WKHLU�VWRULHV�DUH�DOUHDG\�YHU\�ZHOO�NQRZQ��DQG�LQ�SDUW�EHFDXVH�VR�PDQ\�REVHUYHUV�EHOLHYH�WKDW�HYHQWV�RI�WKLUW\�\HDUV�DJR�PD\�QRW� KDYH�UHOHYDQFH�WR�WRGD\¶V�SUREOHPV��,�FKRRVH�LQVWHDG�WR�IRFXV�RQ�&KLOH�DQG�7XUNH\��WZR�FRXQWULHV�ZKRVH�UHIRUPV�KDYH�EHHQ�PXFK�PRUH�UHFHQW�/HW�PH�WXUQ�WR�7XUNH\�ILUVW��7DEOH���JLYHV�EDFNJURXQG�GDWD��7XUNH\�KDG�KDG�IDLUO\�UDSLG�JURZWK�LQ�WKH�����V��XQWLO�LQIODWLRQ�DQG�D�EDODQFH�RI�SD\PHQWV�FULVLV�OHG�WR�D�VWDELOL]DWLRQ�SURJUDP�LQ�������7KH�FULVLV�ZDV�PDQLIHVW�LQ�D�QXPEHU�RI�ZD\V��FULWLFDOO\��KRZHYHU��7XUNH\�KDV�QR�GRPHVWLF�RLO��DQG�KDG�DOUHDG\�H[KDXVWHG�VXSSOLHUV¶�FUHGLWV��%\�$XJXVW������LW�EHFDPH�HYLGHQW�WKDW�WKHUH�ZRXOG�EH�QR�RLO�RU�SHWURO�ZLWK�ZKLFK�WR�KDUYHVW�RU�WUDQVSRUW�WKH�FURSV�XQOHVV�VRPHWKLQJ�ZDV�GRQH��7KH�VWDELOL]DWLRQ�SURJUDP�DOORZHG�WKH�UHVXPSWLRQ�RI�LPSRUWV��DQG�SURYLGHG�IRU�ILVFDO�DQG�PRQHWDU\�UHVWUDLQW��DORQJ�ZLWK�D�PDMRU�H[FKDQJH�UDWH�UHDOLJQ PHQW��7KH�SURJUDP�ZDV�HYLGHQWO\�VXFFHVVIXO��UHDO�*'3�URVH���SHUFHQW�LQ�WKH�\HDU�IROORZLQJ�VWDELOL]DWLRQ��LQIODWLRQ�IHOO�IURP����SHUFHQW�WR���SHUFHQW��DQG�WKH�GHILFLW�LQ�WKH�FXUUHQW�DFFRXQW�ZDV�UHGXFHG�WR�VXVWDLQDEOH�OHYHOV��7KHUH�KDG�IROORZHG�D�GHFDGH�RI�V DWLVIDFWRU\�JURZWK��EXW�DW�D�UDWH�EHORZ�WKDW�RI�WKH�HDUO\�����V���DQG�WKHQ�IRUHLJQ�H[FKDQJH�VKRUWDJHV�RQFH�DJDLQ�EHJDQ�WR�PRXQW��,Q�PLG ������FDPH�D�VHFRQG�PDMRU�VWDELOL]DWLRQ�SURJUDP��ZKLFK�ZDV�DJDLQ�IROORZHG�E\�UHVXPHG�JURZWK��+RZHYHU��JURZWK�ZDV�VRPHZKDW VORZHU��DQG�LQIODWLRQ�DFFHOHUDWHG�DIWHU�������7XUNH\�
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ZDV�KDUG�KLW�E\�WKH�RLO�SULFH�LQFUHDVH�RI�������EXW�GHVSLWH�WKH�DGYHUVH�VKLIW�LQ�LWV�WHUPV�RI�WUDGH�DQG�LWV�UDSLG�LQIODWLRQ��WKH�H[FKDQJH�UDWH�ZDV�DGMXVWHG�RQO\�SDUWLDOO\��DQG�ZLWK�ODJV�%\�������IRUHLJQ�H[FKDQJH�GLIILFXOWLHV�DQG�LQIODWLRQ�ZHUH�SURQRXQFHG��7DEOH���JLYHV�VRPH�LQGLFDWRUV�RI�HFRQRPLF�SHUIRUPDQFH�WKHQ�DQG�VLQFH��$V�FDQ�EH�VHHQ��WKH�FXUUHQW�DFFRXQW�GHILFLW�ZDV�DV�ODUJH�DV�7XUNLVK�H[SRUWV�LQ�������DOWKRXJK�UHDO�*'3�KDG�EHHQ�JURZLQJ�UDSLGO\��6W DUWLQJ�LQ�������JURZWK�EHJDQ�VORZLQJ�UDSLGO\��DQG�DYHUDJHG�RQO\�����SHUFHQW�RYHU�WKH�QH[W�WKUHH�\HDUV²MXVW�VOLJKWO\�DERYH�WKH�UDWH�RI�JURZWK�RI�SRSXODWLRQ��7KHUH�ZHUH�WZR�VWDELOL]DWLRQ�SURJUDPV�QHJRWLDWHG�ZLWK�WKH�,0)��EXW�HDFK�ZDV�DEDQGRQHG�ZLWKLQ�D�IDLUO \�VKRUW�SHULRG�RI�WLPH�%\�������RQFH�DJDLQ��WKH�ODFN�RI�IRUHLJQ�H[FKDQJH�DQG�H[KDXVWLRQ�RI�DOO�FUHGLW�OLQHV�OHG�WR�UHGXFWLRQV�LQ�RXWSXW�OHYHOV��PDQ\�IDFWRULHV�ZHUH�FORVHG��EXLOGLQJV�ZHUH�XQKHDWHG�LQ�D�FROG�$QDWROLDQ�ZLQWHU��DQG�FDUV�DQG�WUXFNV�ZHUH�LGOH�I RU�ODFN�RI�SHWURO�,Q�������KRZHYHU��ZKHQ�D�UHIRUP�SURJUDP�ZDV�DQQRXQFHG��WKHUH�ZDV�DQ�XQGHUO\LQJ�FRQVHQVXV�DPRQJ�PRVW�7XUNV�WKDW�WKH�IRUPHU�HFRQRPLF�SROLFLHV�KDG�IDLOHG�DQG�FRXOG�QR�ORQJHU�EH�UHOLHG�XSRQ�DV�D�GHYHORSPHQW�VWUDWHJ\��,Q�FRQVHTXHQFH��IURP�WKH RXWVHW�LW�ZDV�VWDWHG�WKDW�WKH������SURJUDP�ZDV�LQWHQGHG�WR�DOWHU�WKH�IXQGDPHQWDO�VWUXFWXUH�RI�WKH�7XUNLVK�HFRQRP\��,Q�SDUWLFXODU��JRYHUQPHQWDO�FRQWUROV�ZHUH�WR�EH�ODUJHO\�GLVEDQGHG��ZLWK�JUHDWHU�UHOLDQFH�RQ�PDUNHWV�DQG�SULYDWH�HQWHUSULVH�WR�SURGXFH�JURZWK ��0RUHRYHU��WKH�LPSRUW�VXEVWLWXWLRQ�VWUDWHJ\�ZKLFK�KDG�EHHQ�IROORZHG�VLQFH�WKH�HDUO\�����V�ZDV�WR�EH�DEDQGRQHG�LQ�IDYRU�RI�DQ�RXWHU �RULHQWHG�WUDGH�VWUDWHJ\��,Q�DGGLWLRQ��WKH�SURVSHFWLYH�ILVFDO�GHILFLW��ZHOO�RYHU����SHUFHQW�RI�*'3�LQ�SURVSHFW��ZLWK�ODUJH�GHILFLWV�LQFXUUHG�E\�6WDWH�(FRQRPLF�(QWHUSULVHV��ZDV�WR�EH�VKDUSO\�FXUWDLOHG�7KH�UHVXOWV�IRU�WKH�ILUVW�VHYHUDO�\HDUV�ZHUH�QRW�XQOLNH�WKRVH�RI�HDUOLHU�SURJUDPV��7KH�LQIODWLRQ�UDWH�IHOO��DQG�WKH�FXUUHQW�DFFRXQW�RI�WKH�EDODQFH�RI�SD\PHQWV�LPSURYHG�VKDUSO\��5HD O�*'3�JUHZ�VRPHZKDW�PRUH�UDSLGO\�WKDQ�LW�KDG�LQ�WKH�ODWH�����V��EXW�QRW�GUDPDWLFDOO\��+RZHYHU��H[SRUWV�PRUH�WKDQ�GRXEOHG�LQ�WKH�ILUVW�WKUHH�\HDUV�RI�WKH�SURJUDP��VHH�7DEOH����%\�WKH�PLG�����V��7XUNH\¶V�HFRQRPLF�JURZWK�ZDV�DFFHOHUDWLQJ�UDSLGO\��DQG�LW�DYHU DJHG�ZHOO�RYHU���SHUFHQW�IRU�WKH�SHULRG�����±����7KH�JURZWK�ZDV�OHG�E\�H[SRUWV��H[SRUWV�JUHZ�DW�DQ�DYHUDJH�DQQXDO�UDWH�LQ�H[FHVV�RI����SHUFHQW��LQFUHDVLQJ�WKHLU�VKDUH�RI�*'3�IURP�D�PHUH���SHUFHQW�LQ�WKH�ODWH�����V�WR�RYHU����SHUFHQW�E\�WKH�ODWH�����V�
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$V�FDQ�EH�VHHQ��WKH�7XUNLVK�DXWKRULWLHV�PDLQWDLQHG�WKH�UHDO�UHWXUQV�WR�H[SRUWHUV�E\�SHUPLWWLQJ�D�UHDO�GHSUHFLDWLRQ�RI�WKH�7XUNLVK�OLUD��,Q�DGGLWLRQ��LQ�WKH�HDUO\�\HDUV�RI�WKH�SURJUDP��WKH�ILVFDO�GHILFLWV�ZHUH�UHGXFHG�VXEVWDQWLDOO\� 28 ,QIODWLRQ�IHOO�IURP�LWV�SHDN�UDWH�RI�RYHU�����SHUFHQW�LQ������WR�D�ORZ�RI����SHUFHQW�LQ������EHIRUH�LW�EHJDQ�DFFHOHUDWLQJ�DJDLQ�,Q�WKH�7XUNLVK�FDVH��PLFURHFRQRPLF�UHIRUPV�ZHUH�H[WHQVLYH��$OO�TXDQWLWDWLYH�UHVWULFWLRQV�RQ�LPSRUWV�ZHUH�UHPRYHG��DQG�WDULIIV�ZHUH�ORZHUHG�VR�WKDW�WKH�KLJ KHVW�WDULII�LQ�WKH�HDUO\�����V�ZDV����SHUFHQW��%DUULHUV�WR�H[SRUWV�ZHUH�UHPRYHG��DQG�LPSRUWV�RI�JRRGV�XVHG�E\�H[SRUWHUV�ZHUH�SHUPLWWHG�DXWRPDWLFDOO\�DQG�GXW\�IUHH��7KH�WD[�VWUXFWXUH�ZDV�UHIRUPHG��DQG�WKH�ILQDQFLDO�V\VWHP�JUHDWO\�OLEHUDOL]HG��7KH�7XUNLVK�OL UD�ZDV�UHQGHUHG�FRQYHUWLEOH�RQ�FXUUHQW�DFFRXQW�7KH�FRQVHTXHQFHV�ZHUH�GUDPDWLF��$V�DOUHDG\�PHQWLRQHG��H[SRUWV�JUHZ�VKDUSO\��GHVSLWH�WKH�IDFW�WKDW�WKH�UHIRUPV�VWDUWHG�LQ�WKH�HDUO\�����V�GXULQJ�WKH�PRVW�VHYHUH�ZRUOGZLGH�UHFHVVLRQ�VLQFH�WKH�6HFRQG�:RUOG�:DU��%XW�WKH�TXDOLW\�DQG�YDULHW\�RI�JRRGV�DYDLODEOH�WR�GRPHVWLF�FRQVXPHUV�DOVR�LPSURYHG�GUDPDWLFDOO\��$Q�HDUOLHU�VXVSLFLRQ�RI�WKH�EXVLQHVV�FRPPXQLW\�DV�LQFRPSHWHQW�PRQRSROLVWLF�SURGXFHUV�RI�ORZ �TXDOLW\�JRRGV�ZDV�UHSODFHG�ZLWK�D�YLHZ�RI�7XUNLVK�EXVLQHVVSHRSOH�DV FRPSHWHQW�H[SRUWHUV�ZKR�FRXOG�PHHW�FRPSHWLWLRQ�LQ�LQWHUQDWLRQDO�PDUNHWV�7XUNH\�H[SHULHQFHG�D�GHFDGH�RI�KLJKO\�VDWLVIDFWRU\�JURZWK�IROORZLQJ�WKH�LQLWLDO�UHIRUP�SHULRG��DOWKRXJK�ILVFDO�GLVFLSOLQH�ZDV�QRW�VXIILFLHQWO\�DGRSWHG��%\�WKH�HDUO\�����V��ILVFDO�GHILFLWV�ZHUH�VRDULQJ��DQG�LQIODWLRQ�DFFHOHUDWLQJ��,Q�WKH�ZLQWHU�RI�������DQ�LQWHUQDWLRQDO�UDWLQJ�VHUYLFH�GRZQJUDGHG�7XUNH\¶V�IRUHLJQ�GHEW��DQG�WKH�JRYHUQPHQW�UHVSRQGHG�ZLWK�DQRWKHU�DXVWHULW\�SURJUDP��WKH�UHVXOWV�RI�ZKLFK�DUH�QRW�\HW�NQRZQ��'HVSLWH�WKDW��7XUN H\�ZDV�DEOH�WR�HQWHU�LQWR�FXVWRPV�XQLRQ�ZLWK�WKH�(XURSHDQ�8QLRQ��IRU�DOO�PDQXIDFWXULQJ�JRRGV��EXW�QRW�DJULFXOWXUH��ZLWK�KDUGO\�D�ULSSOH�IRU�WKH�GRPHVWLF�HFRQRP\�'HVSLWH�WKH�XQKDSS\²WR�GDWH²PDFURHFRQRPLF�HQGLQJ�WR�WKH�UHIRUP��WKH�7XUNLVK�HFRQRP\�ZDV�WUDQVIRUPHG�GXULQJ�WKH�GHFDGH�RI�UDSLG�JURZWK��$OWKRXJK�PDQ\�FKDOOHQJHV�UHPDLQ��WKH�7XUNLVK�HFRQRP\�LV�PXFK�EHWWHU�VLWXDWHG�WRGD\�UHODWLYHO\�DQG�DEVROXWHO\�WKDQ�LW�ZDV�VHYHQWHHQ�\HDUV�DJR�WR�PHHW�IXWXUH�FKDOOHQJHV�
28 7KH�QXPEHUV�JLYHQ�LQ�7DEOH���IDLO�WR�WDNH�LQWR�DFFRXQW�WKH�GHILFLWV�RI�6WDWH�(FRQRPLF�(QWHUSULVHV��ZKLFK�WKHPVHOYHV�ZHUH�LQ�H[FHVV�RI���SHUFHQW�RI�*'3�LQ�������7KH\�ZHUH�UHGXFHG�WR�OHVV�WKDQ���SHUFHQW�E\�������DQG�URVH�WKHUHDIWHU��,I�WKRVH�GHILFLWV�DUH�DGGHG�WR�WKH�FHQWUDO�JRYHUQPHQW�ILJXUHV��WKH�VZLQJ�LQ�SXEOLF�ILQDQFH�LV�PXFK�PRUH�SURQRXQFHG�WKDQ�LV�LQGLFDWHG�LQ�7DEOH����6HH�.UXHJHU�DQG�$NWDQ�������
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:KHUHDV�7XUNH\�H[SHULHQFHG�D�UDSLG�DQG�GUDPDWLF WXUQDURXQG�LQ�HFRQRPLF�IRUWXQHV��EXW�ZLWK�PLFURHFRQRPLF�VXFFHVV�DQG�PDFUR�IDLOXUH��&KLOH¶V�UHIRUPV�ZHUH�PXFK�VORZHU�WR�EHDU�IUXLW��EXW�ZKHQ�WKH\�GLG��JURZWK�ZDV�GUDPDWLF�DQG�VXVWDLQHG��7DEOH���JLYHV�VRPH�EDVLF�LQGLFDWRUV�,W�ZLOO�EH�UHFDOOHG�WKDW�LQ������*HQHUDO�3LQRFKHW�VXFFHHGHG�6DOYDGRU�$OOHQGH�DV�SUHVLGHQW��7KH�LQIODWLRQ�UDWH�DW�WKDW�WLPH�ZDV�LQ�WULSOH�GLJLWV��H[SRUW�HDUQLQJV�KDG�IDOOHQ�GUDVWLFDOO\��DQG�LPSRUWV�DQG�GRPHVWLF�SURGXFWLRQ�ZHUH�VKULQNLQJ��'XULQJ�WKH�ILUVW�WKUHH�\HDUV�RI�3LQRFKHW¶V�UXOH��DFWLYLWLHV�WKDW�KDG�EHHQ�QDWLRQDOL]HG�XQGHU�$OOHQGH�ZHUH�SULYDWL]HG��WKH�ILVFDO�GHILFLW�ZDV�HOLPLQDWHG��QRWH�LQ�7DEOH���WKDW�WKHUH�ZDV�D�VXUSOXV�RI�����SHUFHQW�RI�*'3�E\��������DQG�WKH�FXUUHQW�DFFRXQW�GHILFLW�ZDV�FORVHG��5HDO�HFRQRPLF�DFWLYLW\�IHOO��KRZHYHU�� IURP�WKH�LQIODWLRQDU\�KHLJKWV�WR�ZKLFK�LW�KDG�ULVHQ�LQ�����±����)URP������WR�������SURJUHVV�ZDV�PDGH�DV�WKH�UHDO�UDWH�RI�JURZWK�H[FHHGHG���SHUFHQW��DQG�LQIODWLRQ�IHOO�IXUWKHU��IURP�����SHUFHQW�LQ������WR����SHUFHQW�LQ��������DQG�H[SRUWV�LQFUHDVHG�E\�PRUH�W KDQ����SHUFHQW�+RZHYHU��GHVLURXV�RI�UHDOO\�HOLPLQDWLQJ�LQIODWLRQ��WKH�&KLOHDQ�DXWKRULWLHV�DGRSWHG�WKH�µSUH �IL[¶�H[FKDQJH�UDWH��,QIODWLRQ�GLG�QRW�LPPHGLDWHO\�IDOO��VR�WKH�UHDO�H[FKDQJH�UDWH�DSSUHFLDWHG��7KLV�SROLF\�PLVWDNH�ZRXOG�LQ�DQ\�HYHQW�KDYH�EHHQ�FRVW O\��EXW�FRPLQJ�DV�LW�GLG�DW�WKH�VDPH�WLPH�DV�WKH�VHFRQG�RLO�SULFH�LQFUHDVH�DQG�WKH�ZRUOGZLGH�UHFHVVLRQ��WKH�FRQVHTXHQFHV�ZHUH�HYHQ�PRUH�VHYHUH��,Q�SDUWLFXODU��WKH�SULFH�RI�FRSSHU�IHOO�VKDUSO\��EXW�SULYDWH�LQWHUQDWLRQDO�OHQGHUV�UHJDUGHG�&KLOH�DV�FUHGLWZRUWK\��VR�WKDW�ERUURZLQJ��DQG�KHQFH�WRWDO�GHEW��LQFUHDVHG�
$V�FDQ�EH�VHHQ��WKH�GROODU�RI�YDOXH�H[SRUW�HDUQLQJV�LQ������ZDV�EHORZ�WKDW�LQ�������LQ�SDUW�GXH�WR�WKH�PXFK�ORZHU�SULFH�RI�FRSSHU���DQG�UHDO�*'3�IHOO�IURP������WR�������,W�ZDV�QRW�XQWLO�������ZKHQ�WKH�QRPLQDO�H[FKDQJH�UDWH�ZDV�VLJQLILFDQWO\�DGMXVWHG�DQG�RWKHU�SROLFLHV�ZHUH�DOWHUHG��WKDW�UHDOO\�VDWLVIDFWRU\�JURZWK�UHVXPHG��([SRUWV�YLUWXDOO\�GRXEOHG�EHWZHHQ������DQG�������DQG�UHDO�*'3�JURZWK�ZDV�LQ�H[FHVV�RI���SHUFHQW�SHU�\HDU��%HFDXVH�&KLOH¶V�SRSXODWLR Q�JURZWK�UDWH�LV�YHU\�ORZ��WKDW�WUDQVODWHG�LQWR�DQ�DYHUDJH�DQQXDO�LQFUHDVH�LQ�SHU�FDSLWD�LQFRPH�RI�PRUH�WKDQ���SHUFHQW�
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,W�PD\�EH�QRWHG�WKDW�&KLOH¶V�ILVFDO�GHILFLW�ZDV�HOLPLQDWHG��DQG�ZLWK�LW�LQIODWLRQDU\�SUHVVXUH�KDV�EHHQ�JUHDWO\�UHGXFHG��7KH�WRS�WDULII�U DWH�LV�QRZ����SHUFHQW��DQG�WKH�HFRQRP\�FRQWLQXHV�WR�JURZ�UDELGO\�7KH�&KLOHDQ�JRYHUQPHQW�KDV�FRQWLQXHG�ZLWK�UHIRUPV��SHQVLRQ�VFKHPHV�KDYH�EHHQ�SULYDWL]HG��HIILFLHQF\�LQ�SRUWV�KDV�LQFUHDVHG�VR�PXFK�WKDW�$UJHQWLQLDQ�IDUPHUV�QRZ�WU\�WR�VKLS�WKHLU�SURGXFH�WKURXJK�&KLOH��ZKHUHDV�&KLOHDQ�IDUPHUV�XVHG�WR�WU\�WR�VKLS�WKURXJK�$UJHQWLQD��D�ODZ�UHVFLQGLQJ�WKH�ULJKW�RI�ZRUNHUV�ZLWK�PRUH�WKDQ�VL[�PRQWKV¶�WHQXUH�WR�D�SHUPDQHQW�MRE�VWLPXODWHG�D�UDSLG�LQFUHDVH�LQ�HPSOR\PHQW��SROLF\�WRZDUG�DJULFXOWXUH�KDV�EHHQ�JUHDWO\�UDWLRQDOL]HG��SXEOLF�ZHOIDUH�SURJUDPV�KDYH�EHHQ�UHIRUPHG�WR�WDUJHW�WKHP�PXFK�PRUH�FORVHO\�WR�QHHG\�JURXSV��DQG�ILQDQFLDO�PDUNHWV�KDYH�EHHQ�JUDGXDOO\�OLEHUDOL]HG�,Q�FRQWUDVW�WR�7XUNH\��&KLOH¶V�HFRQRPLF�SURVSHFWV�DSSHDU�WR�EH�JRRG��WKHUH�LV�QR�REYLRXV�LPSHGLPHQW WR�FRQWLQXHG�JURZWK�DW�UDSLG�UDWHV�RYHU�WKH�QH[W�VHYHUDO�\HDUV�)RU�&KLOH�DQG�7XUNH\��DQG�DOO�RWKHU�FRXQWULHV�WKDW�KDYH�HPEDUNHG�RQ�SROLF\�UHIRUP��FXUUHQW�HFRQRPLF�SROLFLHV�ZLOO�UHTXLUH�VWLOO�IXUWKHU�UHIRUP�LI�DFFHOHUDWHG�HFRQRPLF�JURZWK�LV�WR�FRQWLQXH��RU��LQ�WKH�7XUNLVK�FDVH��WR�UHVXPH���,Q�ERWK�FRXQWULHV��DV�LQ�RWKHUV�ZKHUH�SROLF\�UHIRUP�KDV�EHHQ�ODXQFKHG���WKHUH�ZHUH�PDQ\�ZKR�ZHUH�YHU\�VNHSWLFDO�RI�WKH�SRWHQWLDO�EHQHILWV�RI�UHIRUPV�ZKHQ�WKH\�ILUVW�VWDUWHG��$QG�LQ�ERWK��PRVW�FLWL]HQV�DUH�QRZ�EHOLHYHUV�� )URP�ERWK�FRXQWULHV��WKH�OHVVRQV�PD\�EH�OHDUQHG�WKDW�VXFFHVVIXO�UHIRUPV�FDQ�GHOLYHU�PXFK�PRUH�VDWLVIDFWRU\�LQFUHDVHV�LQ�UHDO�RXWSXW�DQG�OLYLQJ�VWDQGDUGV�DQG ²FHUWDLQO\�LQ�KLQGVLJKW²PRVW�VXSSRUW�WKH�UHIRUPV��,W�LV�SHUKDSV�UHDVVXULQJ�WKDW�LQ�ERWK�FRXQWULHV�WK H�DFFHSWDQFH�RI�UHIRUPV�ZDV�VXIILFLHQWO\�UREXVW�VR�WKDW�SROLF\�PLVWDNHV��&KLOH¶V�SUH �IL[�DQG�7XUNH\¶V�ILVFDO�LPEDODQFH��GLG�QRW�XQGHUPLQH�WKH�EHQHILWV�RI�UHIRUP��:KLOH�PXFK�UHPDLQV�WR�EH�OHDUQHG��VXFFHVV�ZLWK�UHIRUPV�WR�GDWH��DQG�WKH�QXPEHU�RI�RWKHU�FRXQWU LHV�QRZ�HPEDUNHG�RQ�WKH�SURFHVV�RI�SROLF\�UHIRUP��LQVXUH�WKDW�HFRQRPLVWV�ZLOO�KDYH�DPSOH�GDWD�RQ�ZKLFK�WR�XQGHUWDNH�IXUWKHU�UHVHDUFK�DQG�LQFUHDVH�IXUWKHU�RXU�XQGHUVWDQGLQJ�RI�WKH�UHIRUP�SURFHVV�
���,PSOLFDWLRQV�IRU�(J\SW
$V�D�QHZFRPHU�WR�(J\SW��LW�ZRXOG�EH SUHVXPSWXRXV�RI�PH�WR�WU\�WR�SURYLGH�D�SROLF\�SUHVFULSWLRQ�IRU�(J\SW¶V�HFRQRPLF�GHYHORSPHQW�HIIRUWV��0RUHRYHU��,�KDYH�WULHG�WR�VWUHVV�WKH�
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LPSRUWDQFH�RI�DQDO\VLV�RI�WKH�UROHV�RI�UHJXODWLRQV�DQG�GLVWRUWLRQV�LQ�LQFHQWLYHV�LQ�HDFK�LQGLYLGXDO�FRXQWU\�LQ�GHWHUPLQLQJ�WKH�DSSURSULDWH�SDWK�RI�SROLF\�UHIRUP�:KDW�LV�FOHDU�LV�WKDW�(J\SW�KDV�EHHQ�DQ�XQGHUSHUIRUPHU�LQ�WKH�ZRUOG�GHYHORSPHQW�OHDJXHV��3HU�FDSLWD�LQFRPH�JURZWK�KDV�RFFXUUHG��EXW�PXFK�DSSHDUV�WR�KDYH�GHULYHG�IURP�RLO�UHYHQXHV��DVLGH�IURP�WKDW��(J\SW¶V�UDWH�RI�JURZWK�RI�SHU�FDSLWD�LQFRPH�VHHPV�WR�KDYH�EHHQ�YHU\�ORZ�FRQWUDVWHG�ZLWK�PDQ\�GHYHORSLQJ�FRXQWULHV�DQG�ZLWK�ZKDW�VHHPV�WR�EH�DFKLHYDEOH��EDVHG�RQ�WKH�SHUIRUPDQFH�RI�RWKHU�FRXQWULHV�0RUHRYHU��JLYHQ�(J\SW¶V�ORFDWLRQ�DQG�DSSDUHQW�FRPSDUDWLYH�DGYDQWDJH�LQ�D� KLJKO\�LQGXVWULRXV�XQVNLOOHG�ODERU�IRUFH��LW�ZRXOG�DSSHDU�WKDW�WKH�SD\RII�IRU�VXFFHVVIXO�SROLF\�UHIRUP�LQ�(J\SW�ZRXOG�EH�YHU\�JUHDW��,QGHHG��LW�FDQ�EH�DUJXHG�WKDW�WKH�ZRUOG�QHHGV�RQH�RU�VHYHUDO�FRXQWULHV�ZLWK�UHODWLYHO\�DEXQGDQW�XQVNLOOHG�ODERU�WR�VWHS�XS� DV�PDMRU�H[SRUWHUV�RI�VRPH�RI�WKH�SURGXFWV�SUHYLRXVO\�VXSSOLHG�E\�6RXWKHDVW�$VLDQ�DQG�(DVW�$VLDQ�H[SRUWHUV�LQ�WKHLU�HDUOLHU�VWDJHV�RI�GHYHORSPHQW��(J\SW�DSSHDUV�WR�EH�D�JRRG�FDQGLGDWH�7R�GDWH��LW�VHHPV�HYLGHQW�WR�DQ�RXWVLGHU�WKDW�WKH�JRYHUQPHQW�KDV�SXUVXH G�D�QXPEHU�RI�HFRQRPLF�REMHFWLYHV��QRW�DOO�RI�WKHP�FRPSDWLEOH�ZLWK�UDSLG�HFRQRPLF�JURZWK��:KLOH�PDQ\�RI�WKHVH�REMHFWLYHV�DSSHDU�ZRUWKZKLOH��RQH�ZRQGHUV�ZKHWKHU�D�FRPPLWPHQW�WR�UDSLG�JURZWK�ZLWK�VZLIW�SROLF\�FKDQJHV�ZRXOG�QRW�\LHOG�PRUH�UHVRXUFHV��HYHQ�LQ�D UHODWLYHO\�VKRUW�SHULRG�RI�WLPH��ZLWK�ZKLFK�WR�SXUVXH�WKHVH�REMHFWLYHV�WKDQ�WKH�IDLUO\�VORZ�JURZWK�RI�WKH�UHFHQW�SDVW�$�NH\�OHVVRQ�IURP�RWKHU�FRXQWULHV�LV�WKDW�WKH�WUDQVLWLRQ�WR�SROLFLHV�FRQGXFLYH�WR�UDSLG�JURZWK�ZLOO�EH�VXFFHVVIXO�RQO\�ZKHQ�SROLF\PDNHUV VXFFHHG�LQ�FRQYLQFLQJ�HYHU\RQH�RI�WKHLU�FRPPLWPHQW�WR�UDSLG�JURZWK�DQG�DQ�RXWHU �RULHQWHG�WUDGH�SROLF\��,Q�D�VHQVH��WKDW�UHTXLUHV�DQ�DOPRVW�VLQJOH�PLQGHG�FRPPLWPHQW�WR�JURZWK�ZLWK�OLWWOH�UHJDUG�IRU�RWKHU�GHVLUDEOH�REMHFWLYHV��DW�OHDVW�LQ�WKH�VKRUW�UXQ�29 :KHQ�GHYHORSPHQW�LV�EXW�RQH�RI�PDQ\�REMHFWLYHV�RI�HFRQRPLF�SROLF\�LQ�WKH�VKRUW�UXQ��WKH�SURVSHFWV�RI�UHIRUPV�RI�VXIILFLHQW�PDJQLWXGH�WR�DOWHU�WKH�IXWXUH�JURZWK�WUDMHFWRU\�DUH�UHODWLYHO\�ZHDN�7KHUH�LV�QR�UHDVRQ�ZK\�(J\SW�FRXOG�QRW�EHFRPH�WKH�µQH[W�.RUHD¶�RU� WKH�µQH[W�7DLZDQ�¶�%XW�WR�GR�VR�ZLOO�UHTXLUH�D�FRPPLWPHQW�DQG�D�IRFXV�RQ�HFRQRPLF�SROLFLHV�DQG�LQWHJUDWLRQ�ZLWK�WKH�
29 7R�EH�VXUH��RQH�FRXOG�DWWHPSW�WR�DFKLHYH�JURZWK�LQ�ZD\V�WKDW�ZHUH�LQFRQVLVWHQW�ZLWK�SRYHUW\�DOOHYLDWLRQ��EXW�H[SHULHQFH�LV�WKDW�IRU�FRXQWULHV�DEXQGDQW�LQ�XQVNLOOHG�ODERU��WKH�NH\�VRFLDO�REMHFWLYHV�RI�LPSURYLQJ�WKH�ORW�RI�WKH�SRRU�DUH�FRQVLVWHQW�ZLWK�D�UDSLG�JURZWK�GHYHORSPHQW�VWUDWHJ\�
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LQWHUQDWLRQDO�HFRQRP\��ZLWK�WKH�IXOO�HQHUJ\�RI�SROLF\PDNHUV�DQG�EXUHDXFUDWV�GHYRWHG�WR�WKH�HIIRUW��%HOLHYLQJ�WKDW�UDSLG�JURZWK�LV�DWWDLQDEOH LV�D�ILUVW�VWHS��VLJQLILFDQW�FKDQJHV�LQ�WUDGH�SROLF\�DQG�RWKHU�LPSHGLPHQWV�WR�DQ�RXWHU �RULHQWDWLRQ�DUH�WKH�QH[W�VWHS��2QFH�JURZWK�DFFHOHUDWHV��QH[W�VWHSV²ZKLFK�HQWDLO�VWLOO�IXUWKHU�SROLF\�UHIRUP²EHFRPH�PRUH�REYLRXV�DQG�OHVV�GLIILFXOW�
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3DUWLFLSDQWV�LQ�WKH�GLVFXVVLRQ�IROORZLQJ�'U��.UXHJHU¶V�SUHVHQWDWLRQ�LQFOXGHG��$GHO�$��%HVKDL��$UYLQG�6XEUDPDQLDQ��$KPHG�*DODO��'DYLG�-HVVHH��*DOD�(O�=RUED��DQG�6DPLU�.RUD\HP�
3DUWLFLSDQW�:KDW¶V�WKH�GLIIHUHQFH�EHWZHHQ�VXEVLG\�DQG�LQFHQ WLYH�DV�LQVWUXPHQWV�RI�SURPRWLQJ�H[SRUWV"
6SHDNHU� 7KRVH�WZR�WHUPV�FDQ�EH�XVHG�LQWHUFKDQJHDEO\��DQG�RI�FRXUVH�DQ\WKLQJ�WKDW�SURYLGHV�D�VXEVLG\�LV�JLYLQJ�DQ�DFWLYLW\�PRUH�LQFHQWLYH�WKDQ�LW�ZRXOG�RWKHUZLVH�KDYH��2Q�WKH�RWKHU�KDQG��WKH�WHUP�µLQFHQWLYH¶�KDV�EHHQ�XVHG�LQ�SROLF\�GLVFXVVLRQV�IRU�WKH�PRVW�SDUW�DV�PRUH�RU�OHVV�DXWRPDWLF�DQG�DFURVV�WKH�ERDUG��1RUPDOO\��VXEVLGLHV�WXUQ�RXW�WR�EH�PRUH�LQGXVWU\ �VSHFLILF��ZKLFK�WHQGV�WR�LQYROYH�D�JUHDW�GHDO�RI�EXUHDXFUDWLF�GLVFUHWLRQ��D�JUHDW�GHDO�RI�GHOD\��,W¶V�QR�ORQJHU DXWRPDWLF��DQG�,�WKLQN�WKDW�LQ�JHQHUDO�\RX�DUH�QRW�JRLQJ�WR�JHW�WHUULEO\�IDU�ZLWK�D�WUDGH�VWUDWHJ\�ZKHUH�\RX�GHSHQG�RQ�VXEVLGLHV�WKDW�DUH�LQGXVWU\ � RU�DFWLYLW\�VSHFLILF��8QLIRUP��DFURVV�WKH�ERDUG�LQFHQWLYHV��VXFK�DV�WKH�H[FKDQJH�UDWH��KDYH�D�PXFK�EHWWHU�F KDQFH�RI�VXFFHVV�
3DUWLFLSDQW� <RXU�GLVFXVVLRQ�RI�.RUHD�LV�YHU\�HQOLJKWHQLQJ��,�YLVLWHG�.RUHD�WKUHH�WLPHV�DQG�HDFK�WLPH�,�ZDV�VXUSULVHG��)LUVWO\��WKH�FRXQWU\�ZDV�KLJKO\�GLVFLSOLQHG��,�FRPSDUH�LW�WR�D�PLOLWDU\�V\VWHP��DQG�,�QRWLFHG�RI�FRXUVH�WKH�DEVHQFH�RI� GHPRFUDF\��LI�\RX�PD\�VD\�WKDW��6HFRQG�ZDV�WKH�KLJK�IRUHLJQ�H[FKDQJH�FRQWURO��DQG�WKLV�,�QRWLFHG�LQ�WKH�����V�DQG�XQWLO�������3HRSOH�ZDQWHG�WR�KDYH�GROODUV�LQVWHDG�RI�KZDQV��ZKLFK�UHPLQGV�PH�RI�(J\SW�EHIRUH�WKH�ODVW�UHIRUP��0\�TXHVWLRQ�LV�KRZ�PXFK�RI�WKH�UDSLG�JURZWK�WKDW�.RUHD�KDG�LV�GXH�WR�GLVFLSOLQH�DQG�IRUHLJQ�H[FKDQJH�SUHVHUYDWLRQ"
6SHDNHU� 7KDW¶V�D�JRRG�TXHVWLRQ��EXW�LW�LV�KDUG�WR�DQVZHU��,�FDQ�JLYH�\RX�VRPH�LPSUHVVLRQV��)LUVWO\��.RUHDQV�KDYH�EHHQ�KLJKO\�GLVFLSOLQHG�VLQFH�WKH�����V��EXW�WKH\�ZHUH�QRW� LQ�WKH�����V��7KH�FKDRV�LQ�WKH�.RUHDQ�JRYHUQPHQW�LQ�WKH�����V�VKRZV�WKDW�VRPHWKLQJ�HOVH�FKDQJHG�WRR��,�DP�
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WDONLQJ�RI�WKH�VLQJOH�PLQGHG�IRFXV��7KH�VLQJOH�PLQGHG�IRFXV�GLG�FRPH�WR�EH�RQ�H[SRUWV��DOPRVW�WRR�PXFK�VR�E\�WKH�����V��7KH\¶UH�QRZ�EDFNLQJ�DZD\�IURP� LW�D�OLWWOH��6HFRQGO\��WKH\�GLG�QRW�DFFXPXODWH�IRUHLJQ�H[FKDQJH�UHVHUYHV��LQ�IDFW��WKH\�ERUURZHG�KHDYLO\�IURP�DEURDG��,�DP�DVWRQLVKHG�VRPHWLPHV�ZKHQ�,�ORRN�DW�WKH�QXPEHUV��1R�FRXQWU\�KDV�HYHU�UXQ�PRUH�WKDQ�DQ���SHUFHQW�*'3�FXUUHQW�DFFRXQW�GHILFLW�IRU�PRUH� WKDQ�WZR�RU�WKUHH�\HDUV�ZLWKRXW�UXQQLQJ�LQWR�GLIILFXOWLHV��.RUHD�UDQ����SHUFHQW�IRU��,�WKLQN��VHYHQ�\HDUV�LQ�D�URZ�LQ�WKH�ODWH�����V�DV�WKHLU�VDYLQJV�UDWH�ZDV�ULVLQJ��EXW�DV�WKHLU�RSSRUWXQLWLHV�IRU�SURGXFWLYH�LQYHVWPHQW�ZHUH�KLJK��,�ZRXOG�VD\�WKH\�ZHUH�QRW�GLVFLSOLQHG�ZLWK�UHJDUG�WR�IRUHLJQ�H[FKDQJH�IRU�SURGXFWLRQ�SXUSRVHV��EXW�WKH\�ZHUH�IRU�FRQVXPSWLRQ�SXUSRVHV��,I�\RX�KDG�JRQH�WR�.RUHD�DQG�WULHG�WR�EX\�D�ERWWOH�RI�ZLQH�RU�SOD\�D�URXQG�RI�JROI��\RX�ZRXOG�KDYH�EHHQ�VKRFNHG��EHFDXVH�WKH�SULFH�ZDV�SURKLELWLYH��$OO�WKH�FRQVXPSWLRQ�WKLQJV�ZHUH�IURZQHG�XSRQ��DV�WKH�HQWLUH�VRFLHW\�VHHPV�WR�KDYH�JRWWHQ�WKLV�µOHW¶V�LQFUHDVH�SURGXFWLYLW\¶�PHQWDOLW\��2QH�RI�WKH�LQWHUHVWLQJ�WKLQJV�DV�WKH�.RUHDQ�DXWKRULWLHV�KDYH��DGPLWWHGO\�WRR�ODWH��EHJXQ�WR�UHOD[�VRPH�RI�WKHVH�DQWLFR QVXPSWLRQ�ELDVHV��ZKLFK�DUH�WUXH�IRU�GRPHVWLF�DV�ZHOO�DV�IRU�LPSRUWHG�JRRGV��KDV�EHHQ�KRZ�OLWWOH�UHVSRQVH�WKHUH�KDV�EHHQ��EHFDXVH�SHRSOH�DUH�EXV\�VDYLQJ��SHRSOH�DUH�EXV\�LPSURYLQJ�WKHLU�QHW�DVVHW�SRVLWLRQ��DQG�WKHUH�VHHPV�WR�KDYH�EHHQ�D�VRFLHWDO�FRQVHQVXV� RQ�WKLV��:DONLQJ�DURXQG�DERXW������LQ�WKH�DIWHUQRRQ�LQ�.RUHD�LV�UHPDUNDEOH�EHFDXVH�\RX�VHH�DOO�WKH�KLJK �VFKRRO�DJH�NLGV��KDOI�RI�WKHP�DUH�JRLQJ�WR�KLJK�VFKRRO��KDYLQJ�DOUHDG\�GRQH�WKHLU�ZRUN�IRU�WKH�GD\��DQG�WKH�RWKHU�KDOI�DUH�OHDYLQJ�KLJK�VFKRRO�WR�ZRUN�IRU�WKH�GD\��7KLV�FRPPLWPHQW�RI�WKH�HQWLUH�VRFLHW\�WR�WKLV�XQEHOLHYDEOH�OHYHO�RI�HFRQRPLF�DFWLYLW\�LV�WUXO\�UHPDUNDEOH��DQG�LW�PD\�QRW�EH�ZRUWK�LW��,�KDYH�D�IRUPHU�VWXGHQW�ZKR�LV�D�SURIHVVRU�DW�D�.RUHDQ�XQLYHUVLW\��DQG�,¶P�D�VRUW�RI�JRGSDUHQW�WR�KLV�WZR�FKLOGUHQ��ZKR�ZHUH�ERUQ�LQ�WKH�8QLWHG�6WDWHV��:KHQ�,�ZDV�WDNHQ�WR�VHH�WKH�FKLOGUHQ�DERXW����R¶FORFN�DW�QLJKW��WKH�SDUHQWV�DOORZHG�WKH�ER\��ZKR�ZDV�WDNLQJ�KLV�HQWU\�H[DPV�IRU�XQLYHUVLW\��WR�WDNH�D�KDOI �KRXU�RII�IURP�KLV�WXWRU�WR�VHH�PH��7KH�SRRU�ER\��DIWHU�IL YH�PLQXWHV�KH�ZDV�VR�QHUYRXV�KH�ZHQW�EDFN�WR�WKH�WXWRU²KH�GLGQ¶W�ZDQW�WR�EH�DZD\�IURP�KLV�VWXGLHV��7KHUH�LV�WKLV�NLQG�RI�RYHUW�SUHVVXUH��DQG�,�WKLQN�WKH�.RUHDQV�WKHPVHOYHV�QRZ�ZRUU\�DERXW�LW��7KH�SDUHQWV�RI�WKLV�ER\�VD\�KH¶V�VWXG\LQJ�WRR�KDUG��DQG�WKH\�FDQ ¶W�JHW�KLP�DZD\�IURP�LW��7KHUH�LV�VRPHWKLQJ�LQ�WKDW�HWKLF��EXW�,¶P�QRW�VXUH�KRZ�PXFK�LW¶V�LPSRVHG�IURP�WKH�WRS��$V�WR�WKH�DEVHQFH�RI�GHPRFUDF\��WKH�KLVWRU\�LV�PRUH�FRPSOLFDWHG�WKDQ�LV�RIWHQ�UHSRUWHG��7KHUH�ZDV�D�GHPRFUDF\�LQ�WKH�����V��7KDW�JRYHUQPHQW��E\ DOO�DFFRXQWV�FRPSOHWHO\�LQFDSDEOH�RI�



ECES  DLS 9/Krueger/Sebtember 1997

37

JRYHUQLQJ��ZDV�RYHUWKURZQ�LQ�D�VR �FDOOHG�VWXGHQW�UHYROXWLRQ��:KHUHXSRQ�D�PLOLWDU\�MXQWD�WRRN�RYHU�DQG�WKHQ�DUUDQJHG�IRU�GHPRFUDWLF�HOHFWLRQV�LQ�������ZKHQ�3UHVLGHQW�3DUN�ZDV�HOHFWHG�ZLWK�JUHDW�SRSXODU�VXSSRUW��+H�ZDV�UHHOHFWHG�LQ�������7KHUH�KDYH�EHHQ�QR�DOOHJDWLRQV�WKDW�WKDW�HOHFWLRQ�ZDV�SDUWLFXODUO\�LQWHUIHUHG�ZLWK��4XLWH�FOHDUO\��WKH�EDVLV�IRU�KLV�SRSXODULW\�ZDV�WKDW�KH�ZDV�GHOLYHULQJ�YHU\�UDSLG�LQFUHDVHV�LQ�OLYLQJ�VWDQGDUGV�LQ�D�YHU\�SRRU�FRXQWU\��7KDW�ZDV�KLV�OHJLWLPDF\��7KH�VDPH�WKLQJ�LQ�&KLOH��3LQRFKHW�ZDV�QR�GHPRFUDW��DV�ZH�DOO�NQRZ��EXW�ZKHQ�ILQDOO\�WKHUH�ZHUH�PRYHV�WRZDUG�GHPRFUDF\�EDFN�LQ�WKH�ODWH�����V��HYHQ�WKRVH�ZKR�KDG�RSSRVHG�WKH�UHIRUPV�ZHUH�FDPSDLJQLQJ�RQ�D�SODWIRUP�WKDW�WKH\�ZRXOG�PDLQWDLQ�WKH�HFRQRPLFSROLF\��6R�,�WKLQN�,�ZRXOG�GLVWLQJXLVK�EHWZHHQ�µLV�LW�WUXH�WKDW�LW¶V�GHPRFUDF\"¶�DQG�µLV�LW�WUXH�WKDW�SHRSOH�VXSSRUW�WKH�HFRQRPLF�SROLFLHV"¶6HFRQGO\��WKHUH�DUH�SROLWLFDO�VFLHQWLVWV�ZKR�KDYH�GRQH�D�ORW�RI�ZRUN�RQ�MXVW�ZKDW�LV�WKH�UHODWLRQVKLS�EHWZHHQ�JURZWK�DQG�GHPRFUDF\��:H�DOZD\V�IRFXV�RQ�.RUHD��7DLZDQ��DQG�3LQRFKHW�RI�FRXUVH��DQG�VD\�WKDW¶V�D�OLWWOH�ELW�DXWKRULWDULDQ��DQG�WKDW�PXVW�EH�ZKDW�LW�WDNHV��%XW�SROLWLFDO�VFLHQWLVWV�GRQ¶W�ILQG�D�UHODWLRQVKLS��EHFDXVH�ZKDW�ZH�IRUJHW�LV�WKH�,GL�$PLQV�LQ�WKLV�ZRUOG ��ZKR�DUH�DOVR�GLFWDWRUV�DQG�ZKR�KDG�QRWKLQJ�WR�GR�ZLWK�JURZWK��DQG�ZH�IRUJHW�VRPH�RI�WKH�PRUH�VXFFHVVIXO�JURZWK�FDVHV�ZKHUH�WKHUH�ZDV�D�GHPRFUDF\��1HZ�=HDODQG�KDV�KDG�PRUH�IDU �UHDFKLQJ�HFRQRPLF�UHIRUPV�WKDQ�DQ\�FRXQWU\�LQ�WKH�ZRUOG�LQ�WKH�����V�DQG�����V� DQG�QRERG\�KDV�TXHVWLRQHG�WKHLU�WRWDO�FRPPLWPHQW�WR�GHPRFUDF\²WKLV�KDV�EHHQ�GRQH�WKURXJK�D�GHPRFUDWLF�SURFHVV��6R�WKH�SROLWLFDO�VFLHQWLVWV�WKDW�,�NQRZ�DW�OHDVW�VD\�\RX�FDQ�KDYH�GLFWDWRUVKLSV�WKDW�KDYH�JRRG�HFRQRPLF�SROLF\��\RX�FDQ�KDYH�GLFWDWRUVKLSV�ZLWK� EDG��\RX�FDQ�KDYH�GHPRFUDFLHV�ZLWK�JRRG��GHPRFUDFLHV�ZLWK�EDG��,�KRSH�DQG�,�EHOLHYH�LW�LV�DOVR�WUXH�WKDW�\RX�FDQQRW�KDYH�UDSLG�JURZWK�IRU�WZHQW\�RU�WKLUW\�\HDUV�ZLWKRXW�GHYHORSLQJ�D�PXFK�PRUH�KHDOWK\�DQG�D�PXFK�PRUH�YLEUDQW�PLGGOH�FODVV�DQG�D�PXFK�PRUH�YLEUDQW�JURXS�RI�SURIHVVLRQDO�DQG�WHFKQLFDO�ZRUNHUV��,�GR�QRW�WKLQN�WKDW�SURIHVVLRQDO�DQG�WHFKQLFDO�ZRUNHUV�FDQ�EH�SURGXFWLYH�DQG�WKHQ�EH�DVNHG�WR�EH�OHVV�IUHH ²WKH\�DUH�JRLQJ�WR�ZDQW�PRUH�SDUWLFLSDWLRQ�LQ�WKH�SROLWLFDO�V\VWHP��$QG�LQ�WKDW�VHQVH�,�WKLQN�WKDW� LI�RQH�VDZ�DQ�DEVROXWHO\�KRSHOHVV�HFRQRPLF�VLWXDWLRQ�XQGHU�D�GLFWDWRUVKLS��RQH�PLJKW�QRQHWKHOHVV�ZRUN�WR�IUHH�XS�WKH�HFRQRP\�RQ�WKH�WKHRU\�WKDW��ILUVW�RII��DQ\ERG\�ZKR¶V�JRLQJ�WR�KDYH�DQ�RSHQ�HFRQRP\�FDQQRW�UHSUHVV�WKH�SUHVV�WRR�PXFK�RU�FXW�RII�WKH�WHOHSKR QHV��VR�WKDW�DOUHDG\�IUHHGRP�RI�VSHHFK�LV�LQ�D�ZD\�LQVXUHG��$QG�VHFRQGO\��DV�JURZWK�SHUVLVWV��TXLWH�FOHDUO\�,�WKLQN�WKH�
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RSHQLQJ�RI�WKH�SROLWLFDO�SURFHVV�LV�JRLQJ�WR�KDYH�WR�IROORZ�LI�JURZWK�LV�WR�EH�VXVWDLQHG��,�WKLQN�WKDW¶V�WKH�&KLQHVH�GLOHPPD�ULJKW�QRZ�� DQG�KDV�EHHQ�VLQFH�������,�WKLQN�WKH\¶UH�LQ�UHDO�WURXEOH�RYHU�LW�EHFDXVH�WKH\�DUH�JHWWLQJ�D�ELJJHU�DQG�ELJJHU�JURXS�RI�SHRSOH�ZKR�ZDQW�D�VD\�LQ�WKLQJV��&HUWDLQO\��\RX�VDZ�D�.RUHDQ�RSHQLQJ�LQ�WKH�����V��:H¶YH�KDG�DQ�RSHQLQJ�WR�VRPH�H[WHQW�LQ�7DLZDQ��$QG�&KLOH�KDV�PRYHG�WRZDUG�GHPRFUDF\��6R�,�WKLQN�WKH�DUJXPHQW�FDQ�EH�WXUQHG�DURXQG��\RX�FDQQRW�KDYH�VXVWDLQHG�JURZWK�IRU�D�ORQJ�SHULRG�RI�WLPH�ZLWKRXW�VRPH�SROLWLFDO�OLEHUDOL]DWLRQ�DV�ZHOO�
3DUWLFLSDQW� ,�ZDV�VXUSULVHG�WKDW�\RX�GLGQ¶W�RQFH�PHQWLRQ�WKH�ZRUG�FRUUXS WLRQ��LW�ZRXOG�EH�YHU\�XVHIXO�WR�KDYH�\RXU�YLHZV�DQ�WKH�HIIHFWV�RI�WKDW�RQ�HFRQRPLF�GHYHORSPHQW��%XW�,�ZDQWHG�WR�WXUQ�WR�\RXU�YHU\�LOOXPLQDWLQJ�GLVFXVVLRQ�RI�WKH�.RUHDQ�H[SHULHQFH��EHFDXVH�LW¶V�WKH�VRUW�RI�FKLOG�SURWRW\SH�RI�LPSRUW �VXEVWLWXWLRQ��,¶P�DQ�,QGLDQ�DQG�,�DP�DOVR�DQ�KRQRUDU\�(J\SWLDQ�KHUH��:KHQ�\RX�WHOO�,QGLDQ�SROLF\PDNHUV��(J\SWLDQ�SROLF\PDNHUV��DQG�DQ\RQH�HOVH�WR�OLEHUDOL]H�IDVWHU��WKH\�DOO�VD\�QR��DQG�WKH\�LQYRNH�WKH�.RUHDQ�H[SHULHQFH��,�WKLQN�WKDW�WKH�FRPSDULVRQ�ZLWK�.RUHD�LV�LQVWUXFWLYH�IRU�ZKDW�QRW�WR�GR�DQG�KRZ�QRW�WR�GR�LW²IRU�WZR�UHDVRQV��)LUVWO\��WKH�ZRUOG�WUDGLQJ�HQYLURQPHQW�LV�QRZ�FRPSOHWHO\�GLIIHUHQW��\RX�KDYH�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��ZLWK�IDLUO\�VWULQJHQW�UXOHV��DSSOLFDEOH�HYHQ�WR�GHYHORSLQJ�FRXQWULHV�RQ�H[SRUW�VXEVLGLHV�DQG�DOO NLQGV�RI�VXEVLGLHV��6HFRQGO\��,�WKLQN�WKH�.RUHDQ�H[SHULPHQW��LQ�WHUPV�RI�ZKDW�WKH\�GLG²VORZHU�UHGXFWLRQ�DQG�SURWHFWLRQ��EXW�YHU\�VRSKLVWLFDWHG�LQWHUYHQWLRQ�WR�QHXWUDOL]H�LQFHQWLYHV�EHWZHHQ�H[SRUWV�DQG�LPSRUW�VXEVWLWXWLRQV²SUHVXPHG�D�ODFN�RI�JRYHUQPHQW�IDL OXUH�LQ�WKH�VHQVH�RI�KDYLQJ�D�KLJK�OHYHO�RI�HGXFDWLRQ��D�VNLOOHG�EXUHDXFUDF\��DQG�VWURQJ�LQVWLWXWLRQV�UHDG\�WR�LPSOHPHQW�UHIRUP�ZLWKRXW�OHDNDJHV�DQG�ZLWKRXW�FRUUXSWLRQ��1RZ��LI�WKHVH�WZR�HOHPHQWV�KROG�LQ�D�K\SRWKHWLFDO�FRXQWU\�FDOOHG�(J\SW²ZKLFK�GRHVQ¶W�H[LVW�LQ�UHDOLW\²WKHQ�WKH�FRQFOXVLRQ�KDV�WR�EH�WKDW�\RX�FDQ¶W�UHDOO\�SURFHHG�LQ�WHUPV�RI�WKH�.RUHDQ�UXOHV��VD\LQJ�\RX�JR�VORZO\�RQ�WDULII�UHGXFWLRQ�DQG�WUDGH�OLEHUDOL]DWLRQ�EXW�WU\�WR�GR�DOO�WKHVH�UHDOO\�FRPSOLFDWHG�IL[HV��7KDW�GRHVQ¶W�ZRUN��,Q�IDFW��\RX�KDYH�WR�GR�VLPSOH��VWUDLJKWIRUZDUG�WKLQJV�OLNH�UHGXFLQJ�WDULIIV�DQG�JHWWLQJ�ULG�RI�\RXU�FRQWUROV�DV�WKH�TXLFNHVW�DQG�PRVW�HIILFLHQW�ZD\�WR�UHIRUP��JLYHQ�JRYHUQPHQW�IDLOXUH��JLYHQ�WKH�QHZ�ZRUOG�WUDGLQJ�HQYLURQPHQW��DQG�JLYHQ�WKH�OHYHO�RI�EXUHDXFUDF\��0D\�ZH�KDYH�\RXU�FRPPHQWV�RQ�WKDW"
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6SHDNHU�:HOO��ZKHUH�WR�VWDUW"�/DFN�RI�JRYHUQPHQW�IDLOXUH��,I�\RX�WRRN�.RUHD�LQ�WKH�ODWH�����V��\RX�KDG�JRYHUQPHQW�IDLOXUH�OLNH�PDG��\RX�KDG�FRUUXSWLRQ�DV�ZHOO��,Q�IDFW��LI�\RX�JR�EDFN�DQG�JHW�WKH�KHDGOLQHV�WUDQVODWHG²DV�,�KDG�D�JUDGXDWH�VWXGHQW�GR�IRU�D�FRXSOH�RI�PRQWKV²DQG�FRXQW�WKH�IUHTXHQF\�RI�WKH�VFDQGDOV�DQG�WKH�FRUUXSWLRQ�LQ�WKH�KHDGOLQHV�DW�WKDW�WLPH��\RX�ILQG�WKH�PDMRU�UHDVRQ�WKH�JRYHUQPHQW�ZDV�RYHUWKURZQ�ZDV�WKDW�LW�ZDV�VR�YHU\�FRUUXSW��$QG�LW�ZDV�FRUUXSW�RYHU�LPSRUW�OLFHQVLQJ�DQG�WKH�YHU\�WKLQJV�ZH�DUH�WDONLQJ�DERXW��7KH�VNLOOHG�EXUHDXFUDF\�WKDW�\RX�UHIHUUHG�WR�LV�D�EXUHDXFUDF\�WKDW�EHFDPH�VNLOOHG�ZKHQ�.RUHD�EHFDPH�UHRULHQWHG�WRZDUG�GHOLYHULQJ�WKH�LQIUDVWUXFWXUH�DQG�ZKDW �KDYH�\RX²,�GRQ¶W�NQRZ�DERXW�WKH�(J\SWLDQ�EXUHDXFUDF\��EXW�FHUWDLQO\�LQ�FRXQWULHV�WKDW�KDG�RU�ZHUH�UHSXWHG�WR�KDYH�D�VNLOOHG�EXUHDXFUDF\��ZKLFK�FRXOG�EH�SXW�WR�JRRG�XVH��LW�ZDV�UHKDUQHVVHG��,QGLD�FHUWDLQO\�ZDV�YHU\�KLJK�RQ�WKH�OLVW��1RERG\�FRXOG�TXDUUHO�ZLWK�WKH�TXDOLW\�RI�WKH�EXUHDXFUDF\��EXW�WKDW�EXUHDXFUDF\�RI�FRXUVH�JRW�WLHG�LQWR�PDNLQJ�DOO�WKH�VDPH�NLQGV�RI�UHJXODWLRQV��$QG�WKDW��LW�VHHPV�WR�PH��LV�WKH�SDWK�RI�GHDWK�IRU�D�EXUHDXFUDF\��EHFDXVH�QR�EXUHDXFUDF\�FDQ�EH�VNLOOHG�DQG�UHPDLQ�LPSHUYLRXV�WR�WKH�NLQGV�RI�GLIILFXOWLHV�WKDW�DULVH�LQ�WKDW�NLQG�RI�DQ� LQFHQWLYH�V\VWHP��,I�\RX�WDON�DERXW�OHYHO�RI�HGXFDWLRQ��WKDW�RQH�UHDOO\�SX]]OHV�PH��EHFDXVH�ZKDW¶V�DOZD\V�IRUJRWWHQ�LV�WKDW�.RUHD�ZDV�D�-DSDQHVH�FRORQ\�XQWLO�������1R�HGXFDWLRQ�LQ�.RUHDQ�ZDV�SHUPLWWHG�XQWLO�������ZKLFK�JRHV�WR�VKRZ�WKDW�QRERG\�RYHU�ILIWHH Q�LQ�������ZKLFK�LV�ZKHQ�WKH�UHIRUP�VWDUWHG��KDG�EHHQ�HGXFDWHG�LQ�WKH�.RUHDQ�ODQJXDJH��.RUHD�KDG�DQ�HGXFDWLRQDO�GHILFLW�RI�IDLUO\�PDMRU�SURSRUWLRQV��7KH�-DSDQHVH�GLG�QRW�WKLQN�.RUHDQV�ZHUH�VPDUW�HQRXJK�WR�JHW�XQLYHUVLW\�HGXFDWLRQ��HYHQ�LQ�-DSDQHVH��,I�\RX�ZDQW�D�FRXQWU\�ZLWK�D�FRORQLDO�OHJDF\�WKDW�KDV�ORWV�RI�QHJDWLYHV�WR�LW��.RUHD�FHUWDLQO\�KDV�WR�EH�RQ�WKDW�OLVW��VR�,�GRQ¶W�ILQG�WKH�HGXFDWLRQ�DUJXPHQW�FRPSHOOLQJ�LQ�DQ\�RI�WKHVH�FRXQWULHV��LQFOXGLQJ�,QGLD�WRGD\�DQG�(J\SW�WRGD\��,�KDYH�QR�LGHD�ZKDW�(J\SWLDQ HGXFDWLRQ�V\VWHPV�ORRN�OLNH��7KHUH�LV�VWLOO�D�S\UDPLG�RI�SHRSOH�HQRXJK�WRZDUG�WKH�\RXQJ�HQG�WKDW�HGXFDWLRQDO�UHIRUPV�FDQ�YHU\�TXLFNO\�GHOLYHU�YHU\�ODUJH�FKDQJHV�LQ�WKH�UROH�RI�WKH�VXSSO\�RI�SHRSOH�RI�YDULRXV�VNLOO�OHYHOV��.RUHD�GHYHORSHG�LWV�KLJKO\�HGXFDW HG�ZRUNLQJ�IRUFH�DIWHU�������<RX�WDONHG�DERXW�WKH�ZRUOG�WUDGLQJ�HQYLURQPHQW��7KH�RQO\�WKLQJ�,�NQRZ�RI�WKDW�LV�VLJQLILFDQWO\�GLIIHUHQW�WRGD\�LV��RI�FRXUVH��WKDW�WKH�:72�UXOHV�DQG�WKH�DQWLVXEVLG\�SROLF\�DUH�PRUH�VWURQJO\�HQIRUFHG�WKDQ�WKH\�ZHUH�HDUOLHU�RQ²DQG�WKDW�VD\V�XVH�WKH�H[FKDQJH�UDWH��LQVWHDG�RI�XVLQJ�WKH�HIIHFWLYH�UDWH�DV�WKH�.RUHDQV�GLG��7KDW¶V�DOO�LW�VD\V��,�GLG�QRW�VD\�WKH�.RUHDQ�SROLF\�
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ZDV�RQH�RI�GHOLEHUDWHO\�JRLQJ�VORZ��7KH\�ZHQW�DV�IDVW�DV�WKH\�FRXOG��:KDW�,�VDLG�ZDV�WKDW�WKH\�FRXOG�QRW�JR�DQ\�IDVWHU�EHFDXVH�RI�EXLOW�LQ�SROLWLFDO�DQG�RWKHU�UHDVRQV��1RZ��,�ZRXOG�DJUHH�ZLWK�\RX�WKDW�WRGD\�LW�EHFRPHV�PRUH�LPSRUWDQW�ERWK�WR�EULQJ�GRZQ�SURWHFWLRQ�IDVWHU�DQG�DOVR�WR�PRYH�WKH�OHYHO�RI�WKH�H[FKDQJH�UDWH�PRUH�UDSLGO\��,�WKLQN�WKRVH�WZR�WKLQJV�JR�WRJHWKHU ��DQG�,�WKLQN�WKDW�WKH�H[FKDQJH�UDWH�SLHFH�RI�WKH�SX]]OH�LV�WKH�RQH�WKDW�LV�RIWHQ�IRUJRWWHQ�LQ�WUDGH�OLEHUDOL]DWLRQ��,Q�0H[LFR�IRU�H[DPSOH��WKH�0H[LFDQ�DXWKRULWLHV�ZHUH�ORRNLQJ�DW�WKHLU�UHDO�H[FKDQJH�UDWH�DQG�VD\LQJ��ZH¶UH�ILQH��:KDW�WKH\�IRUJRW�ZDV�WKDW� LQ������WKH\�KDG����SHUFHQW�RI�WKHLU�LPSRUWV�VXEMHFW�WR�TXDQWLWDWLYH�UHVWULFWLRQV��,Q������WKH\�KDG�ORZHUHG�WDULIIV�HQRUPRXVO\�DQG�WKH\�KDG�DOPRVW�QR�LPSRUW�TXDQWLWDWLYH�UHVWULFWLRQV��DQG�LQ�FDOFXODWLQJ�UHDO�H[FKDQJH�UDWHV�WKH\�PDGH�QR�DOORZDQFH�IRU�WKDW��DQG�WKDW�PDNHV�D�KXJH�GLIIHUHQFH��7KH�PLQXWH�\RX�JLYH�GLVFUHWLRQDU\�SROLF\�WR�EXUHDXFUDWV��\RX�JHW�LQWR�D�VLWXDWLRQ�LQ�ZKLFK�WKH�EXUHDXFUDWV�DUH�DOORFDWLQJ�OLFHQVHV�RI�HQRUPRXV�YDOXH�DQG�SHRSOH�DUH�WU\LQJ�WR�JHW�SHUPLVVLRQV�WKDW�KDYH�YDOXH�WR�WKHP��,PSOLFL W�LQ�P\�GLVFXVVLRQ�RI�PDUNHW±JRYHUQPHQW�UHODWLRQV�LV�WKDW�,�ZDQW�EXUHDXFUDWV�WR�WU\�WR�LQFUHDVH�H[SRUWV�DQG�QRW�WR�WU\�WR�UHJXODWH�WKH�SULYDWH�VHFWRU��,�ZDQW�WKH�SULYDWH�VHFWRU�WR�VHH�WKH�JRYHUQPHQW�DV�VXSSRUWLYH�RI�LWV�DFWLYLW\�LQ�JHQHUDO�EXW�QRW�DV�D�SOD FH�LW�JRHV�WR�IRU�VSHFLDO�IDYRUV�
3DUWLFLSDQW� ,�KDYH�WZR�FRPPHQWV��7KH�ILUVW�KDV�WR�GR�ZLWK�WKH�PRWLYDWLRQ�IRU�DGRSWLQJ�LPSRUW�VXEVWLWXWLRQ��<RX�VHHP�WR�EH�VD\LQJ�WKDW�SROLF\PDNHUV�LQ�GHYHORSLQJ�FRXQWULHV�IROORZHG�D�VWUDWHJ\�RI�LPSRUW�VXEVWLWXWLRQ²WKH�IDVKLRQDEOH�VWUDWHJ\�RI�WKH�ILIWLHV²ZLWK�WKH�LQIDQW�LQGXVWU\�DUJXPHQW�LQ�PLQG��,W�VHHPV�WR�PH�WKDW�SROLF\PDNHUV�LQ�(J\SW�DQG�RWKHU�FRXQWULHV�IROORZHG�LPSRUW�VXEVWLWXWLRQ�EHFDXVH�LW�ZDV�FRQVLGHUHG�D�EOHVVLQJ�LQ�LWVHOI��6RPHRQH�IROORZLQJ�DQ�LQIDQW �LQGXVWU\�DUJXPHQW�ZRXOG�KDYH�EHHQ�D�PRUH�VRSKLVWLFDWHG�SHUVRQ��DQG�WKH\�IROORZHG�LPSRUW�VXEVWLWXWLRQ�QRW�ZLWK�LQIDQW�LQGXVWU\�LQ�PLQG²EXW�WR�LQGXVWULDOL]H�IRU�LQGXVWULDOL]DWLRQ¶V�VDNH��WR�LQGXVWULDOL]H�EHFDXVH�LQGXVWULDOL]DWLRQ�LV�V\QRQ\PRXV�ZLWK�GHYHORSPHQW��WKDW�ZDV� WKH�PHQWDOLW\��0RUHRYHU��ZKHQ�ZH�ORRN�DW�(J\SW��ZLWKRXW�WKH�DUJXPHQW�RI�LQIDQW�LQGXVWU\�VRPH�RI�RXU�PRVW�SURPLQHQW�DQG�VXFFHVVIXO�LQGXVWULHV�ZRXOG�QRW�KDYH�H[LVWHG��7H[WLOHV��IRU�H[DPSOH��\RX�KDG�WR�KDYH�VRPH�SURWHFWLRQ��DQG�\RX�FRXOG�WKHQ�FRPSHWH�LQ�WKH�Z RUOG�PDUNHW��,Q�WKDW�UHVSHFW�WKH�WDULII��WKH�SURWHFWLRQ�KHOSHG�FUHDWH�LQGXVWULHV�ZLWK�FRPSHWLWLYH�DGYDQWDJH��&HUDPLFV��IRU�H[DPSOH��WKHUH�KDG�WR�EH�SURWHFWLRQ�LQ�WKH�VHYHQWLHV��DQG�QRZ�ZH�DUH�FRPSHWLQJ�DW�WKH�ZRUOG�
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OHYHO�LQ�6SDLQ��LQ�,WDO\��DQG�HOVHZKHUH�� ,�IHHO�WKDW�WKH�SURSRQHQWV�RI�LPSRUW�VXEVWLWXWLRQV�ZHUH�EHLQJ�VLPSOLVWLF��EXW�DQ�LQIDQW �LQGXVWU\�PHQWDOLW\�LV�DQRWKHU�NHWWOH�RI�ILVK��7KH�VHFRQG�FRPPHQW�,�ZDQW�WR�PDNH�LV�WKLV��WUDGH�OLEHUDOL]DWLRQ�LV�DOO�YHU\�ZHOO��EXW�ZH�DOVR�QHHG�WR�WDON�DERXW�WUDGH�OLEHUDOL]DWLRQ�E\�RQH�FRXQWU\�LQ�WKH�FRQWH[W�RI�VSHFLILF�ZRUOG�WUDGH�FLUFXPVWDQFHV��$UH�ZH�WDONLQJ�SDUWLDO�HTXLOLEULXP�RU�JHQHUDO�HTXLOLEULXP�DQDO\VLV"�([SHULHQFH�IURP�(J\SW�FDQ�JLYH�XV�D�IHZ�LQVLJKWV��<HDUV�DJR��LW�WRRN�XV�D�\HDU�DQG�KDOI�WR�QHJRWLDWH�ZLWK�WKH�8QLWHG�6WDWHV�WR�UDLVH�RXU�TXRWD�IRU�VHOOLQJ�PDQXIDFWXUHG�WH[WLOHV�IURP�����PLOOLRQ�WR�����PLOOLRQ��6R�ZKDW�WUDGH�OLEHUDOL]DWLRQ"�<RX�PHQWLRQHG�WKDW�&KLOH�LV�D�VXFFHVV�VWRU\��DQG�,�DJUHH��7KH�PDMRU�H[SRUW�RI�&KLOH�LV�IUXLWV�DQG�YHJHWDEOHV��)RUJHW�LQGXV WU\�QRZ�IRU�D�PRPHQW��(J\SW�KDV�D�WUHPHQGRXV�SRWHQWLDO�LQ�IUXLWV�DQG�YHJHWDEOHV��%LJJHVW�SDUWQHUV�DW�WKH�PRPHQW"�:HVWHUQ�(XURSH��(YHQ�ZLWK�WKH�FODXVHV�RI�WKH�*$77�DQG�VR�RQ��ZH�FRXOG�RQH�GD\�HDUQ�KXQGUHGV�RI�PLOOLRQV�RI�GROODUV�IURP�DVSDUDJXV��WHQV�RI�PLOO LRQV�RI�GROODUV�IURP�VZHHW�SHDV��%XW�WKHQ�\RX�KDYH�TXRWDV�LQ�WKHVH�PDUNHWV��7KLV�UHPLQGV�PH�RI�DQ�DUWLFOH�,�UHDG�RQ�WKH�ILUVW�SDJH�RI�WKH�,0)�VXUYH\�IRXU�\HDUV�DJR��HQWLWOHG�³,QFUHDVHG�3URWHFWLRQLVP�LQ�WKH�'HYHORSHG�&RXQWULHV�´�,�ZLVK�\RX�ZRXOG�WDON�D�OLWWOH�DERXW�WUDGH�OLEHUDOL]DWLRQ²ZKLFK�GRHVQ¶W�MXVW�ERLO�GRZQ�WR�LPSRUW�OLEHUDOL]DWLRQ²LQ�WKH�FRQWH[W�RI�ZKDW�LV�KDSSHQLQJ�LQ�WKH�UHVW�RI�WKH�ZRUOG��DQG�LQ�WKH�FRQWH[W�RI�UHJLRQDO�JURXSLQJV�
6SHDNHU� <RX�WDONHG�DERXW�WKH�GLVWLQFWLRQ�EHWZHHQ�LPSRUW�VXEVWLWXWLR Q�DQG�QDWLYH�LQGXVWU\�DQG�\RXU�MXGJPHQW�LV�WKDW�WH[WLOHV�DQG�FHUDPLFV�DQG�VR�RQ�QHHGHG�SURWHFWLRQ��,I�,¶P�ULJKW�WKDW�WUDGH�OLEHUDOL]DWLRQ�ZRUNV��DQG�WKHUH�LV�VRPH�FRPSDUDWLYH�DGYDQWDJH�SRWHQWLDOO\�LQ�VRPH�LQGXVWULHV��WKHQ�D�ZHOO�GHILQHG��RXWHU�RULHQWHG�WUDGH�VWUDWHJ\�ZLWK�VXIILFLHQW�LQFHQWLYHV�ZRXOG�KDYH�EURXJKW�IRUWK�WKH�ULJKW�LQIDQW�LQGXVWULHV��,I�\RX�WKLQN�DERXW�(J\SW�LQ��OHW¶V�VD\��WKH�����V�DQG�WKH�����V�XQGHU�DQ�DOWHUQDWLYH�UHJLPH��SHUKDSV�ZLWK�D�VLJQLILFDQWO\�PRUH�GHSUHFLDWHG�UHDO�H[FKDQJH�UDWH�DQG�DW�WKH�VDPH�WLPH�DQ�RSHQ�LPSRUW�UHJLPH��RQH�NLQG�RI�TXHVWLRQ�LV��PLJKW�QRW�WKH�WH[WLOH�LQGXVWU\�KDYH�GHYHORSHG�LQ�DQ�HYHQ�PRUH�KHDOWK\�ZD\�RU�PRUH�UDSLGO\�WKDQ�LW�LQ�IDFW�GLG"�7KHUH�KDYH�UHFHQWO\�EHHQ�HFRQRPLF�KLVWRULDQV�JRLQJ�EDFN�LQ�86�HFRQRPLF�KLVWRU\��D QG�RQH�RI�WKH�DUJXPHQWV�KDV�DOZD\V�EHHQ�WKDW�WKH�86�VWHHO�LQGXVWU\�GHYHORSHG�XQGHU�SURWHFWLRQ��DQG�DVNLQJ��LV�LW�WUXH�WKDW�SURWHFWLRQ�LQ�WKH�86�KHOSHG�GHYHORS�LW"�$QG�WKH\¶UH�ILQGLQJ�WKH�DQVZHUV�LQ�WKH�QHJDWLYH��WKDW�WKHVH�LQGXVWULHV�JUHZ�PRUH�VORZO\��,W�Z RXOGQ¶W�VXUSULVH�PH�WR�ILQG�WKDW�WKH�WH[WLOH�
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LQGXVWU\�JUHZ�OHVV�VXFFHVVIXOO\�WKDQ�LW�ZRXOG�KDYH�JURZQ�LI�LW�KDG�QRW�KDG�SURWHFWLRQ�EXW�LQGHHG�KDG�EHHQ�VXEMHFW�WR�WKLV�PRUH�XQLIRUP�WUDGH�PDFKLQH²EXW�WKDW¶V�VSHFXODWLRQ��7XUQLQJ�WR�WUDGH�OLEHUDOL]DWLRQ�LQ�WKH�FRQWH[W�WR�WKH�UHVW�RI�WKH�ZRUOG��WKH�ILUVW�WKLQJ�,¶G�VD\�LV�WKDW�WKH�HYLGHQFH�LV�VWURQJ�WKDW����RU����SHUFHQW�RI�WKH�JDLQV�IURP�WKH�RXWHU �RULHQWHG�WUDGLQJ�VWUDWHJ\��IRU�H[DPSOH�LQ�.RUHD�RU�7DLZDQ��ZHUH�JDLQV�WR�.RUHD�DQG�7DLZDQ�EHFDXVH�WKHLU�SURGXFHUV�ZHUH�FRQIURQWHG�ZLWK�DQ�HQYLURQPHQW�LQ�ZKLFK�WKH\�KDG�JUHDWHU�LQFHQWLYHV�IRU�SURGXFWLYLW\�JDLQ��,W�LVQ¶W�WUXH�WKDW�WKH�PDMRU�JDLQV�FDPH�EHFDXVH�WKH\�H[SRUWHG��LW�LV�WUXH�EHFDXVH�WKH\�KDG�FRPSHWLWLRQ��EHFDXVH�WKH\�KDG�LQFHQWLYHV�WR�GR�WKLQJV�LQ�SURGXFWLYH�ZD \V��+DYLQJ�QHZ�PDUNHWV�H[SDQG�PRUH�UDSLGO\�KHOSHG�ZLWK�WKDW�DV�ZHOO��,Q�,QGLD�LQ�����V�WKH�ZKROH�WKLQJ�ZDV��ZH�FDQ¶W�JR�RXWHU �RULHQWHG�EHFDXVH�WKH\�ZLOO�QHYHU�DFFHSW�RXU�PDUNHWV��%UD]LO�DQG�,QGLD�KDYH�EHHQ�WKH�WZR�OHDGLQJ�WKH�FKDUJH��VD\LQJ�WKH�ZRUOG�PDUNH WV�DUH�FORVHG��ZH�FDQQRW�H[SRUW�PRUH��7KH\�KDYH�VDLG�LW�FRQVLVWHQWO\�VLQFH�WKH�����V��WKH\�KDYH�EHHQ�ZURQJ�VLQFH�WKH�����V��6LQFH�WKH�����V��WKH�GHYHORSHG�FRXQWULHV�KDYH�LQFUHDVHG�WKHLU�DUUD\�RI�LPSRUWV�IURP�GHYHORSLQJ�FRXQWULHV�PRUH�UDSLGO\�WKDQ�WKH\�KDYH LQFUHDVHG�WKHLU�RZQ�JURZWK�UDWH��7KH\�KDYH�LQFUHDVHG�WKHLU�RYHUDOO�WUDGH�PRUH�UDSLGO\�WKDQ�WKHLU�*'3��,Q�&KLQD�WKH�LQFUHDVH�LQ�H[SRUWV�LQ�WKH�SDVW�WHQ�\HDUV�KDV�EHHQ�DVWURQRPLFDO��,�WKLQN�WKDW�SURWHFWLRQ�KXUWV�WKH�8QLWHG�6WDWHV�DV�ZHOO��DQG�,�GRQ¶W�OLNH� LW��7KHUH¶V�QR�GRXEW�ZH�FRXOG�EHQHILW�IURP�DQ�HYHQ�PRUH�RSHQ�WUDGH�UHJLPH�WKDW�ZRXOG�KHOS�DOO�RI�XV��/LEHUDOL]LQJ�PRUH�ZRXOG�KHOS�WKH�GHYHORSHG�FRXQWULHV�HYHQ�PRUH�WKDQ�LW�ZRXOG�KHOS�WKH�GHYHORSLQJ��DQG�WKH�EHQHILW�JRHV�WR�WKH�OLEHUDOL]HUV�EHFDXVH�WKH\¶YH� JRW�WKH�WRS�SRVLWLRQ��WKH\¶YH�JRW�WKH�LQFHQWLYHV�ULJKW��DQG�WKH\¶UH�SURGXFWLYH��6R�,�GRQ¶W�EX\�WKH�DUJXPHQW�WKDW�EHFDXVH�ZH�KDYH�TXRWDV�LQ�WKH�ZRUOG��WKHUHIRUH�\RX�FDQ¶W�GR�LW��,�GR�EX\�WKH�DUJXPHQW�WKDW�WKRVH�TXRWDV�DUH�QRW�D�JRRG�WKLQJ��EXW�WKDW�LVQ¶W�WKH�VDPH�WKLQJ��%HFDXVH�RWKHU�FRXQWULHV�LPSRVH�TXRWDV�RQ�XV�WKDW�KDUP�XV��ZH�VKRXOG�WKHUHIRUH�LPSRVH�PRUH�TXRWDV�RQ�RXUVHOYHV�WR�KDUP�RXUVHOYHV�PRUH"�,�IHDU�WKLV�LV�VRPHWKLQJ�RI�WKH�ORJLF�RI�³ZH�KDYH�WR�ZRUU\�DERXW�WKH�ZRUOG�HFRQRP\�´�$QG�WKH�RWKHU�SRLQW�LV�WKDW�ZKHQ�\RX¶UH�VWDUWLQJ�IURP�D�UHODWLYHO\�VPDOO�EDVH��DQG�LI�\RX�JHW�\RXU�LQFHQWLYHV�ULJKW��LW�LV�QRW�JRLQJ�WR�EH�DOO�WH[WLOHV�DQG�DSSDUHO�RU�DOO�IRRWZHDU�DQG�ZKDWHYHU��WKH�QXPEHU�RI�WKLQJV�WKDW�VWDUW�XS�WKDW�\RX�DQG�,�FDQ¶W�HYHQ�GUHDP�RI�LV�ODUJH��DQG�W KH�PDUNHWV�IRU�WKRVH�WKLQJV�DUH�PXFK�PRUH�RSHQ��
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$�ILQDO�FRPPHQW��,W�LV�P\�FRQVLGHUHG�RSLQLRQ�WKDW�LI�(J\SW�DQG�LI�7XUNH\�DQG�LI�%UD]LO�DQG�LI�,QGLD�ZRUNHG�D�OLWWOH�KDUGHU�LQ�WKH�8UXJXD\�5RXQG�RI�1HJRWLDWLRQV�DQG��FRPH�WKH�QH[W�URXQG��SXVKHG�HYHQ�KDUGHU�IRU��IRU�H[DPSOH��DJULFXOWXUDO�OLEHUDOL]DWLRQ��\RX�ZRXOGQ¶W�JHW�WRWDO�IUHHLQJ�RI�DJULFXOWXUDO�WUDGH�ULJKW�DZD\��EXW�LQVWHDG�RI�JHWWLQJ�WDULIILFDWLRQ�SOXV�DERXW�WZR�SHUFHQWDJH�SRLQWV�OLEHUDOL]DWLRQ��ZKLFK�LV�DOO�ZH�JRW�LQ�DJULFXOWXUH���ZH�PLJKW�KDYH�JRWWHQ�IL YH��:HOO��LI�QH[W�WLPH�ZH�VWDUWHG�ZLWK�ILYH��WKH�IROORZLQJ�WLPH�LW�PLJKW�EH�WZHQW\��,I�GHYHORSLQJ�FRXQWULHV�DUH�VLOHQW�DQG�ZH�VWD\�DW�WZR��QH[W�WLPH�ZH¶OO�JHW�HLJKW��,W�LV�QRW�JRLQJ�WR�KDSSHQ�DOO�DW�RQFH��EXW�LW¶V�LQ�WKH�ULJKW�GLUHFWLRQ��5HPHPEHU��ZH¶UH�VX SSRVHG�WR�KDYH�D�SKDVH�RXW�RI�WKH�PXOWL�ILEHU�DJUHHPHQWV��0)$��ZLWKLQ�WHQ�\HDUV��DQG�,�ZRXOG�KRSH�WR�VHH�VRPH�SROLWLFDO�SUHVVXUHV�IURP�GHYHORSLQJ�FRXQWULHV�WR�PDNH�VXUH�WKDW�VWLFNV��,�WKLQN�WKHUH�DUH�WKLQJV�WKDW�GHYHORSLQJ�FRXQWULHV�FDQ�GR��DQG�LQ�WKH�SDVW LQVWHDG�RI�GRLQJ�WKHP�WKH\¶YH�JRWWHQ�LQWHU �RULHQWHG�DQG�WKHUHIRUH�WKRVH�WKLQJV�KDYHQ¶W�KDSSHQHG��
3DUWLFLSDQW�:KDW�SROLF\PDNHUV�LQ�(J\SW�RU�DQRWKHU�FRXQWU\�DUH�UHDOO\�DVNLQJ�LV��VXSSRVH�WKH\�GR�ZDQW�WR�PRYH�DZD\�IURP�LPSRUW�VXEVWLWXWLRQ�DQG�SURPRWH�H[SRU WV��KRZ�WR�GR�LW"�7KH�URDG�WR�OLEHUDOL]DWLRQ�LV�QRW�XQLTXH²WKHUH�DUH�PDQ\�ZD\V�RI�JHWWLQJ�WKHUH²DQG�LW�LV�QRW�DOZD\V�FOHDU�ZKLFK�RQH�WR�IROORZ��,Q�WKH�VWRU\�RI�.RUHD��\RX�WROG�XV�KRZ�WKH\�VWDUWHG�RII�ZLWK�D�QRPLQDO�H[FKDQJH�UDWH��DGGHG�WKH�H[SRUW�VXEVLG\�� DGGHG�WKH�WD[�VXEVLG\��DGGHG�ZKDWHYHU��DQG�WKHQ�DW�WKH�HQG�RI�WKH�GD\�ZKDW�WKH\�ZHUH�UHDOO\�WU\LQJ�WR�GR�ZDV�WR�HTXDWH�WKH�HIIHFWLYH�LQFHQWLYHV�IDFLQJ�LPSRUWHUV�DQG�H[SRUWHUV�WR�SURYLGH�D�OHYHO�SOD\LQJ �ILHOG��%XW�WKDW¶V�RQH�ZD\�RI�GRLQJ�LW��DQG�WKH�IDFW�WKDW�.RUHD�KDV�GRQH�LW�WKDW�ZD\�GRHVQ¶W�QHFHVVDULO\�PHDQ�WKDW�VRPHERG\�HOVH�LV�ZHOO�DGYLVHG�WR�GR�WKH�VDPH��$UH�WKHUH�RWKHU�ZD\V��EHWWHU�ZD\V��VPDUWHU�ZD\V��OHVV�LQHIILFLHQW�ZD\V�RI�GRLQJ�LW"�:KDW¶V�ZURQJ�ZLWK�VLPSO\�QHXWUDOL]LQJ�WKH�ELDV�DJDLQVW�H[SRUWV�E\� UHGXFLQJ�WDULIIV�DQG�ZRUNLQJ�RQ�WKH�H[FKDQJH�UDWH"�$QG�PD\EH�WKHUH¶V�D�WUDQVLWLRQ�SHULRG�WKDW�FRXQWULHV�KDYH�WR�JR�WKURXJK��%XW�FDQ�RQH�VD\�VRPHWKLQJ�XVHIXO�LQ�KLQGVLJKW��OHDUQLQJ�IURP�WKH�.RUHDQ�VWRU\�DV�ZHOO�DV�RWKHU�SODFHV�WKDW�RQH�UXOH�LV�D�ORW�PRUH�HI ILFLHQW�WKDQ�DQRWKHU"�
6SHDNHU� 4XLWH�FOHDUO\�WKHUH�DUH�PDQ\�URXWHV��DQG�TXLWH�FOHDUO\�\RX�FDQ�JHW�WKHUH�PRUH�VORZO\�RU�PRUH�TXLFNO\��,�WDNH�LW�WKDW�IRU�SRRU�FRXQWULHV�VXFK�DV�(J\SW�DQG�,QGLD�WKHUH�LV�VRPH�GHVLUH�WR�JHW�WKHUH�PRUH�TXLFNO\��DQG�,�DOVR�WKLQN WKDW�FRQYLQFLQJ�HYHU\ERG\�WKDW�HYHU\ERG\�LV�FRPPLWWHG�WR�WKH�VWUDWHJ\�LV�WHUULEO\�LPSRUWDQW��VR�WKDW�WKH�VWUDWHJ\�ZLOO�VWLFN��7KH�FRXQWULHV�WKDW�KDYH�UHOLHG�
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RQ�WKH�H[FKDQJH�UDWH�DV�DQ�DOWHUQDWLYH�KDYH�YHU\�RIWHQ�EHHQ�VRPHZKDW�VORZ�LQ�UHPRYLQJ�SURWHFWLRQ�IURP�LPSRUW�FRPSHWLQJ�LQGXVWULHV��ZKLFK�LV�VRPHZKDW�P\�FRQFHUQ��,Q�,QGLD��IRU�H[DPSOH��ZH�KHDU�DOO�DERXW�WKHVH�PDUYHORXV�UHIRUPV��WKH�IDFW�LV��FRQVXPHU�JRRGV�LPSRUWV�DUH�VWLOO�QRW�SHUPLWWHG��DQG�VLPXOWDQHRXVO\�WKHUH¶V�EHHQ�H[FKDQJH�UDWH�IUHHLQJ �XS��%XW�REYLRXVO\�LI�\RX�ZHUH�DQ�,QGLDQ�SURGXFHU�\RX¶G�PXFK�SUHIHU�WR�JR�ORRN�DW�WKDW�QLFH�GRPHVWLF�SURWHFWHG�PDUNHW�WKDQ�JR�RXW�DQG�UHDOO\�KDYH�WR�VWDUW�ZRUNLQJ�KDUG�LQ�WKH�LQWHUQDWLRQDO�PDUNHW��7KDW¶V�VWLOO�DQ�DOWHUQDWLYH��VR�XVLQJ�WKH�H[FKDQJH�UDWH²ZKLFK�LV�ZKDW�,�WKLQN�WKH�LGHDO�ZDV²GRHV�UHTXLUH�WKH�UHPRYDO�RI�SURWHFWLRQ�RQ�LPSRUWV�YHU\��YHU\�TXLFNO\��$QG�,�GRQ¶W�PHDQ�RQO\�WKH�REYLRXV�SURWHFWLRQ��,�PHDQ�UHPRYDO�RI�EXUHDXFUDWLF�SURWHFWLRQ��ZKLFK�FDQ�VRPHWLPHV�EH�PRUH�FRVWO\��2QH�RI�P\�IRUPHU�VWXGHQWV�LQ�.RUHD��ZKR�ZDV�LQ�WKH�JRYHUQPHQW�DQG�EHOLHYHG�LQ�OLEHUDOL]DWLRQ��GLVFRYHUHG�WKDW�ZKDW�ZDV�SURWHFWLQJ�.RUHD�DJDLQVW�LPSRUWV�RI�DXWRPRELOHV�ZDV�QRW�VR�PXFK�WKH�WDULII��DOWKRXJK�WKDW�ZDV�YHU\�KLJK��EXW�LQ�DGGLWLRQ�WKH�VDIHW\�LQVSHFWLRQV�RI�DXWRPRELOHV��+H�KDG�EHHQ�DEOH� JLYHQ�KLV�SRVLWLRQ�IDLUO\�KLJK�LQ�WKH�JRYHUQPHQW��WR�UHPRYH�WKH�SURWHFWLRQ��%XW�ZKHQ�KH�GLG�WKDW²IRU�DXWRPRELOHV�WKLV�ZHQW�IURP�DERXW�����SHUFHQW�WR�]HUR ²KH�ORRNHG�DW�WKH�LPSRUW�ILJXUHV�WKUHH�PRQWKV�ODWHU�DQG�QRWKLQJ�KDG�KDSSHQHG��7KHQ�KH�ZHQW�DQG�ORRNHG�DW�ZKDW�KDG�KDSSHQHG�LQ�WKH�PLQLVWU\�RI�WUDQVSRUW��7KH�PLQLVWU\�RI�WUDQVSRUW�KDG�EHHQ�WHVWLQJ�RQH�FDU�RXW�RI�HYHU\�WKRXVDQG�DV�WKH\�EURXJKW�WKHP�LQ��WR�PDNH�VXUH�WKH\�PHW�.RUHDQ�VDIHW\�VWDQGDUGV��:KHQ�WKH�UHJXODWLRQ�RI�WKH�WDULIIV�KDG�FKDQJHG��WKH�PLQLVWU\ RI�WUDQVSRUW�KDG�GHFLGHG�WKDW�WKH\�ZHUH�DIUDLG�WKRVH�FDUV�PLJKW�FRQVWLWXWH�D�VDIHW\�WKUHDW�WR�.RUHDQ�FRQVXPHUV��VR�WKH\�SXW�RXW�D�QHZ�UHJXODWLRQ�WKDW�HYHU\�VLQJOH�DXWRPRELOH�EHLQJ�EURXJKW�LQWR�.RUHD�KDG�WR�EH�WHVW�GULYHQ�WHQ�WKRXVDQG�PLOHV�XQGHU�.RUHDQ�FR QGLWLRQV�EHIRUH�WKH\�FRXOG�JR�RQ�.RUHDQ�URDGV��:HOO��WKH\�RQO\�KDG�WZR�WHVW�GULYHUV��VR�\RX�FDQ�LPDJLQH�ZKDW�KDSSHQHG��6R�WKH\�KDG�WR�JHW�WKDW�VWRSSHG²DQG�JHWWLQJ�ULG�RI�WKDW�NLQG�RI�WKLQJ�LQ�VRPH�FRXQWULHV�FDQ�EH�YHU\�GLIILFXOW��DQG�VRPHWLPHV�WKRVH�JX\V�FDQ�DFWXDOO\�NHHS�DKHDG�RI�\RX��7KLV�LV�ZK\�,�WHQG�WR�WKLQN�WKDW�LI�WKHUH�LV�D�:72�FRQVLVWHQW�ZD\�WR�JHW�VRPHWKLQJ�LQ�WKH�PHDQWLPH�WKDW�LQFUHDVHV�WKH�UHZDUG�WR�H[SRUWHUV�WR�RIIVHW�DOO�RI�WKLV�NLQG�RI�KLGGHQ�SURWHFWLRQ�VWXII��WKLV�FDQ�EH�D�XVHIXO�LQWHUPHGLDW H�VWHS��7KH�VHFRQG�FRPPHQW�,�ZRXOG�OLNH�WR�PDNH��WKRXJK��LV�WKDW�VRPH�VXFFHVVIXO�UHIRUPHUV�PDGH�PLVWDNHV��7KLV�LQFOXGHV�&KLOH�LQ�WKH�ODWH�����V��,�PHQWLRQHG�WKHLU�ELJ�SROLF\�PLVWDNH��7KH\�KDG�JRWWHQ�H[SRUWV�JURZLQJ��7KH\�KDG�GRQH�D�ORW�ULJKW��7KH\�VWLOO�K DG�D�IDLUO\�KLJK�UDWH�RI�LQIODWLRQ��
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7KH\�GHFLGHG�WKH�ZD\�WR�EULQJ�LQIODWLRQ�GRZQ�ZDV�WR�IL[�WKH�QRPLQDO�H[FKDQJH�UDWH��7KH\�GLGQ¶W�IL[�LW�WR�QR�FKDQJH��EHFDXVH�WKH\�NQHZ�WKDW�ZRXOG�EH�WRR�PXFK��5DWKHU��WKH\�IL[HG�LW�LQ�VXFK�D�ZD\�WKDW�WKH�FKDQJH�LQ�WKH�H[FKDQJH�UDWH�ZRXOG�EH�FRPSDWLEOH�ZLWK�DQ�DQQXDO�LQIODWLRQ�UDWH�RI�DERXW����SHUFHQW��:HOO��LQIODWLRQ�ZDV����SHUFHQW��WKH�UHVXOW�RI�ZKLFK�ZDV�WKDW�WKH�&KLOHDQV�JRW�UHDO�DSSUHFLDWLRQ�LQ�������������DQG�������DQG�WKHQ��RI�FRXUVH��WKH�UHJLPH�EURNH��7KH�VDPH�ZDV�H[DFWO\�WKH�0H[LFDQ�SUREOHP�LQ�������7KH\�KDG�D�ORQJ�SHULRG�RI�WLPH�ZKHQ�WKH\�ZHUH�XVLQJ�MXVW�D�SUHDQQRXQFHG�H[FKDQJH�UDWH��EXW�WKH\�JRW�UHDO�DSSUHFLDWLRQ�RI�H[FKDQJH�UDWH�DQG�UDQ�LQWR�GLIILFXOW\��$�PDMRU�SUREOHP�LV�WKDW�JRYHUQPHQWV�YHU\�RIWHQ�ZDQW�WR�XVH� WKH�H[FKDQJH�UDWH�DV�DQ�DQWL �LQIODWLRQ�GHYLFH��ZKLFK�LV�ILQH�DQG�JRRG�XS�WR�D�SRLQW��EXW�XQOHVV�\RX¶YH�UHDOO\�JRW�PRQHWDU\�DQG�ILVFDO�SROLF\�XQGHU�FRQWURO�WKH�SROLF\�FDQ�EH�FRVWO\��1RZ�SURGXFHUV�DQ\ZKHUH�LQ�WKH�ZRUOG�DUH�UHDOO\�VPDUW��7KH\¶UH�QRW�RXW�WKHUH VSHQGLQJ�WKH�WD[SD\HU¶V�PRQH\��WKH\¶UH�VSHQGLQJ�WKHLU�RZQ��DQG�ZKHQ�WKH\¶UH�VSHQGLQJ�WKHLU�RZQ�WKHUH¶V�D�OLWWOH�ELW�PRUH�LQFHQWLYH�WR�EH�FDUHIXO��:KHQ�WKH\�VHH�WKDW�WKH�JRYHUQPHQW�LV�JRLQJ�WR�EH�WHPSWHG�WR�GR�WKLV��WKH\�IRUP�WKHLU�RZQ�H[SHFWDWLRQV�DQG�EHKDYH�DFFRUGLQJO\��,�ZDV�LQ�&KLOH�LQ������RU������WDONLQJ�DERXW�H[FKDQJH�UDWH�SROLF\��DQG�,�EDVLFDOO\�ZDV�DUJXLQJ�IRU�D�SROLF\�ZLWK�D�PXFK�PRUH�IOH[LEOH�H[FKDQJH�UDWH��$IWHUZDUG��D�PDMRU�SURGXFHU�RI�FRSSHU�FDPH�XS�WR�PH�DQG�VDLG��\RX�NQRZ��DOO�\RX�VDLG�LV�IL QH�DQG�JRRG�LQ�WKHRU\��EXW�DQ\�WLPH�WKH�SULFH�RI�FRSSHU�ULVHV�RQ�WKH�ZRUOG�PDUNHWV��WKH�&KLOHDQ�JRYHUQPHQW�LV�JRLQJ�WR�ZDQW�D�FKLS��(YHU\�SURGXFHU�LQ�&KLOH�NQHZ�H[DFWO\�ZKDW�GURYH�WKDW�H[FKDQJH�UDWH�PHFKDQLVP��DQG�XQWLO�\RX�FDQ�FKDQJH�H[SHFWDWLRQV�\RX¶YH�J RW�SUREOHPV�ZLWK�UHO\LQJ�RQ�WKH�QLFH�QHDW�WH[WERRN�GHYLFH��EHFDXVH�WKH�SROLWLFDO�HFRQRP\�RI�KRZ�WKH�H[FKDQJH�UDWH�JHWV�GHWHUPLQHG�LV�QRW�WKH�SROLWLFDO�HFRQRP\�\RX¶G�UHDOO\�OLNH�WR�KDYH��*HWWLQJ�WKH�H[FKDQJH�UDWH�VR�LW¶V�JHDUHG�WR�WUDGH�SROLF\�DQG�JHWWLQJ�I LVFDO�PRQHWDU\�SROLF\�JHDUHG�WR�LQIODWLRQ�LV�ZKHUH�\RX�ZDQW�WR�JHW�WR�DV�IDVW�DV�SRVVLEOH��,I�\RX�FDQ�GR�LW�ULJKW�DZD\��ZRQGHUIXO��7KDW¶V�WKH�EHVW�RSWLRQ��%XW�,¶P�QRW�DOZD\V�VXUH�WKDW�\RX�FDQ�
3DUWLFLSDQW� ,�EHOLHYH�ERWK�FRXQWULHV�\RX�KDYH�IRFXVHG�RQ².RUHD DQG�&KLOH²KDYH�GHFHQW�UHODWLRQVKLSV�ZLWK�(J\SW��WKHUH�KDV�EHHQ�VRPH�LQWHUFKDQJH�RI�EXVLQHVV�DQG�VXFK��,�ZRQGHU�LI�\RX�KDYH�VHHQ�LQ�WKH�H[SHULHQFH�RI�HLWKHU�RI�WKRVH�WZR�FRXQWULHV�WKDW�WKH\�KDYH�DQ�HIIHFWLYH�ZD\�WR�KHOS�FRXQWULHV�WKDW�ZRXOG�OLNH�WR�HPXODWH WKHLU�H[SHULHQFH��,Q�RWKHU�ZRUGV��DUH�WKH\�RUJDQL]HG�
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DV�SURYLGHUV�RI�DGYLFH��RUJDQL]LQJ�WULSV�RU�ZKDWHYHU"�:H�FHUWDLQO\�DSSUHFLDWH��,�WKLQN��LQ�ERWK�FDVHV��WKH�IDFW�WKDW�WKH\�DUH�KHOG�XS�DV�PRGHOV��$UH�WKH\�UHDG\�WR�SOD\�WKDW�UROH�ZLWK�FRXQWULHV�VXFK�DV�(J\SW��LQ�KRVWLQJ�D�SURJUDP�RI�LQWHUFKDQJH"
6SHDNHU� ,�GRQ¶W�NQRZ�ZKDW�WKHUH�LV�DW�WKH�RIILFLDO�OHYHO��,�WKLQN�SUREDEO\�QRW�WRR�PXFK��,�GR�NQRZ�WKDW�PRVW�RI�P\�&KLOHDQ�HFRQRPLVW�FROOHDJXHV�DUH�EXV\�JRLQJ�DURXQG�WKH�ZRUOG�WDONLQJ�DERXW�KRZ�WKH\�GLG�LW��6R�,�NQRZ�WKHUH�LV�D�ERRPLQJ�SULYDWH�EXVLQHVV�WKHUH��,�DOVR�UHFDOO�WKDW�ZKHQ�WKH�&KLOHDQ�HFRQRPLVWV�ZHUH�WU\LQJ�WR�SHUVXDGH�WKH�JRYHUQPHQW�RI�WKH�UHIRUPV��WKH\�ZHUH�YHU\�EXV\�EULQJLQJ�LQ�SHRSOH�IRU�YDULRXV�FRQIHUHQFHV��DQG�LQ�SDUWLFXODU�,�UHFDOO�DQ�RFFDVLRQ�ZKHQ�WKH\�KDG�HFRQRPLVWV�IURP�(DVW�$VLD�FRPH�WR�6DQWLDJR�WDONLQJ�DERXW�KRZ�LW�KDG�EHHQ�LQ�(DVW�$VLD�
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$33(1',;
/,67�2)�$77(1'((6

$GHO�$��%LVKDL&KDLUPDQ��(FRQRPLFV�'HSDUWPHQW��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR$KPDG�$EGHO�6DODP�=DNL&KDLUPDQ�DQG�0DQDJLQJ�'LUHF WRU��&UHGLW�*XDUDQWHH�&R��IRU�6PDOO�6FDOH�(QWHUSULVHV$KPHG�(]]0HPEHU��(&(6��(]]�*URXS$KPHG�*DODO([HFXWLYH�'LUHFWRU��(&(6$O�0RWD]�%HOODK�$KPHG�0DQVRXU0DQDJLQJ�'LUHFWRU��0LVU�,UDQ�'HYHORSPHQW�%DQN��0,'%�$OL�6ROLPDQ)LUVW�8QGHUVHFUHWDU\��0LQLVWU\�RI�(F RQRP\�DQG�,QWHUQDWLRQDO�&RRSHUDWLRQ$QQH�/��7HULR&RQWUDFWLQJ�2IILFHU��3URFXUHPHQW�2IILFH��86$,'�&DLUR�0LVVLRQ$UYLQG�6XEUDPDQLDQ5HVLGHQW�5HSUHVHQWDWLYH��,0)$VKUDI�0DKPRXG6HQLRU�9LFH�3UHVLGHQW��$O�$KO\�IRU�'HYHORSPHQW�DQG�,QYHVWPHQW��$',�'DYLG�-HVVHH3URMHFW�2IILFHU�IRU�3ULYDWL]DWLRQ��7,),��86$,'�&DLUR�0LVVLRQ)LRQD�0RIILWW&RXQWU\�$XWKRU��7KH�(FRQRPLVW�,QWHOOLJHQFH�8QLW)RXDG�6XOWDQ&KDLUPDQ�DQG�0DQDJLQJ�'LUHFWRU��$O�$KO\�IRU�'HYHORSPHQW�DQG�,QYHVWPHQW��$',�*DODO�(O�=RUED9LFH�&KDLUPDQ��(&(6��1LOH�&ORWKLQJ�&R�
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+DOD�(O�%DUNRXN\3DUWQHU��$OOLHG�%XVLQHVV�&RQVXOWDQWV��$%&�+DPHG�,��)DKPL0DQDJLQJ�'LUHFWRU��$OOLHG�&RUSRUDWLRQ+DVVDQ�(O�6KDIHL3UHVLGHQW��,QWHUQDWLRQDO�2IILFH�(TXLSPHQW+RGD�(O�6D\HG$VVRFLDWH�3URIHVVRU���)DFXOW\�RI�&RPPHUFH��DO �$]KDU�8QLYHUVLW\+XVVHLQ�'HUDU'LUHFWRU��'DWD�%DQN�'HSDUWPHQW��0LQLVWU\�RI�)RUHLJQ�$IIDLUV,EUDKLP�)DZ]\([HFXWLYH�'LUHFWRU��*HQHUDO�$XWKRULW\�IRU�,QYHVWPHQW-RQDWKDQ�:ULJKW&KLHI�&RUUHVSRQGHQW��5HXWHUV.DPDO�(O�.KHVKHQ+HDG�RI�2SHUDWLRQV��$IULFDQ�([SRUW ±,PSRUW�%DQN0DKPRXG�$EGHO�)DGLO3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH1DJXL�(O�)D\RXPL6SHFLDO�$VVLVWDQW�WR�$VVRFLDWH�'LUHFWRU��7UDGH�DQG�,QYHVWPHQW��86$,'�&DLUR�0LVVLRQ2VDPD�$EGHO�:DKDE&KDLUPDQ��(O�1DVU�&DVWLQJV�&R�5DRXI�6DDG'HSXW\�$VVLVWDQW�WR�WKH�0LQLVWHU�RI�)RUHLJQ�$IIDLUV�IRU�5HJLRQDO��(FRQRPLF�&RRSHUDWLRQ��0LQLVWU\�RI�)RUHLJQ�$IIDLUV5HEHFFD�0DHVWUL3URMHFW�2IILFHU� 86$,'�:DVKLQJWRQ5REHUW�:DJQHU*HQHUDO�0DQDJHU��&DUDQD�&RUSRUDWLRQ
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5RXVKG\�$EGHO�.DGHU+HDG�RI�&RPPHUFLDO�5HSUHVHQWDWLRQ�DQG�)LUVW�8QGHUVHFUHWDU\��&RPPHUFLDO�5HSUHVHQWDWLRQ�2IILFH6DOODPD�6KDNHU'HSXW\�$VVLVWDQW�0LQLVWHU�WR�1RUWK�$PHULFD�$IIDLUV��0LQLVWU\�RI�)RUHLJQ�$IIDLUV6DPLU�.RUD\HP&RQVXOWDQW7KRPDV�5LVKRL$VVRFLDWH�0LVVLRQ�'LUHFWRU��3URJUDP�'HYHORSPHQW�	�6 XSSRUW��86$,'�&DLUR�0LVVLRQ7RQL�&KULVWLDQVHQ�:DJQHU'HSXW\�0LVVLRQ�'LUHFWRU��86$,'�&DLUR�0LVVLRQ
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5()(5(1&(6%DOGZLQ��5REHUW�(��������³7KH�&DVH�DJDLQVW�,QIDQW �,QGXVWU\�3URWHFWLRQ�´�-RXUQDO�RI�3ROLWLFDO�(FRQRP\���������0D\�-XQH�����±����%DWHV��5REHUW�DQG�$QQH�2��.UXHJHU��HGV��������3ROLWLFDO�DQG�(FRQRPLF�,QWHUDFWLRQV�LQ�(FRQRPLF�3ROLF\�5HIRUP��(YLGHQFH�IURP�(LJKW�&RXQWULHV ��2[IRUG��%DVLO�%ODFNZHOO�%KDJZDWL��-DJGLVK�1��������7KHRU\�RI�&RPPHUFLDO�3ROLF\ ��&DPEULGJH��0,7�3UHVV�%KDJZDWL��-DJGLVK�DQG�3DGPD�'HVDL��������,QGLD��3ODQQLQJ�IRU�,QGXVWULDOL]DWLRQ ��/RQGRQ��2[IRUG�8QLYHUVLW\�3UHVV�&KHQHU\��+���0�6��$KOXZDOLD��*�/�*��%HOO��-�+��'XOR\��DQG�5��-ROO\�������� 5HGLVWULEXWLRQ�ZLWK�*URZWK��3ROLFLHV�WR�,PSURYH�,QFRPH�'LVWULEXWLRQ�LQ�'HYHORSLQJ�&RXQWULHV�LQ�WKH�& RQWH[W�RI�(FRQRPLF�*URZWK��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�)HL��-RKQ�DQG�*XVWDY�5DQLV��������'HYHORSPHQW�RI�WKH�/DERU�6XUSOXV�(FRQRP\��7KHRU\�DQG�3ROLF\��+RPHZRRG��,OO���5LFKDUG�'��,UZLQ�3UHVV�)LQGOD\��5��DQG�6��:HOOLV]��)RUWKFRPLQJ��7KH�3ROLWLFDO�(FRQRP\�RI�3RYHUW\��(TXLW\�DQG�*URZWK��)LYH�6PDOO�2SHQ�(FRQRPLHV ��$�:RUOG�%DQN�&RPSDUDWLYH�6WXG\��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�)UDQN��&�5���-U���.�6��.LP��DQG�/�%��:HVWSKDO�������� )RUHLJQ�7UDGH�5HJLPHV�DQG�(FRQRPLF�'HYHORSPHQW��6RXWK�.RUHD ��1HZ�<RUN��&ROXPELD�8QLYHUVLW\�3UHVV�IRU�WKH�1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�+DEHUOHU��*RWWIULHG��������7KH�&DLUR�/HFWXUHV��,QWHUQDWLRQDO�7UDGH�DQG�(FRQRPLF�'HYHORSPHQW��5HSULQWHG�LQ�KLV�,QWHUQDWLRQDO�7UDGH�DQG�(FRQRPLF�'HYHORSPHQW� ������6DQ�)UDQFLVFR��&HQWHU�IRU�,QWHUQDWLRQDO�(FRQRPLF�*URZWK�+DQVHQ��%HQW��������)RUHLJQ�7UDGH�5HJLPHV�DQG�(FRQRPLF�'HYHORSPHQW��(J\SW ��1HZ�<RUN��&ROXPELD�8QLYHUVLW\�3UHVV�IRU�WKH�1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�.LP��.�6��������³.RUHD�´�LQ�'��3DSDJHRUJLRX��0��0LFKDHO\��DQG�$�0��&KRN VL��HGV���/LEHUDOL]LQJ�)RUHLJQ�7UDGH��9RO�����.RUHD��7KH�3KLOLSSLQHV��DQG�6LQJDSRUH ��2[IRUG��%DVLO�%ODFNZHOO�.UXHJHU��$�2��������³7KH�,PSRUWDQFH�RI�(FRQRPLF�3ROLFLHV��&RQWUDVWV�%HWZHHQ�.RUHD�DQG�7XUNH\�´�LQ�+��.LHU]NRZVNL��HG���3URWHFWLRQ�DQG�&RPSHWLWLRQ� LQ�,QWHUQDWLRQDO�7UDGH ��2[IRUG��%DVLO�%ODFNZHOO�.UXHJHU��$QQH�DQG�2NDQ�$NWDQ��������6ZLPPLQJ�$JDLQVW�WKH�7LGH��7XUNLVK�7UDGH�5HIRUP�DQG�*URZWK�LQ�WKH�����V ��6DQ�)UDQFLVFR��,QWHUQDWLRQDO�&HQWHU�IRU�(FRQRPLF�*URZWK�.UXHJHU��$QQH�2��DQG�%DUDQ�7XQFHU�������� ³$Q�(PSLULFDO�7HVW�RI�WKH�,QIDQW�,QGXVWU\�$UJXPHQW�´�$PHULFDQ�(FRQRPLF�5HYLHZ ��'HFHPEHU�.XR��6��������7KH�7DLZDQ�(FRQRP\�LQ�7UDQVLWLRQ ��%RXOGHU��:HVWYLHZ�3UHVV�/LP��&�<��DQG�3�-��/OR\G��HGV��������6LQJDSRUH�5HVRXUFHV�DQG�*URZWK ��2[IRUG��2[IRUG�8QLYHUVLW\ 3UHVV�
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/LWWOH��,�0�'���7LERU�6FLWRYVN\��DQG�0DXULFH�6FRWW�������� ,QGXVWU\�DQG�7UDGH�LQ�6RPH�'HYHORSLQJ�&RXQWULHV ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�0DVRQ��(�6���.�0��-H��DQG�'��3HUNLQV��������7KH�(FRQRPLF�DQG�WKH�6RFLDO�0RGHUQL]DWLRQ�RI�.RUHD��&DPEULGJH��+DUYDUG�8QLYHUVLW\�3UHVV�1LVKLPL]X��0��DQG�6��5RELQVRQ��������³7UDGH�3ROLFLHV�DQG�3URGXFWLYLW\�&KDQJH�LQ�6HPL �,QGXVWULDOL]HG�&RXQWULHV�´�-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV �������±�����±����5DGHW]NL��0DULDQ��������$�*XLGH�WR�3ULPDU\�&RPPRGLWLHV�LQ�WKH�:RUOG� (FRQRP\��2[IRUG��%DVLO�%ODFNZHOO�6SUDRV��-��������³7KH�6WDWLVWLFDO�'HEDWH�RQ�WKH�1HW�%DUWHU�7HUPV�RI�7UDGH�%HWZHHQ�3ULPDU\�&RPPRGLWLHV�DQG�0DQXIDFWXUHV�´�(FRQRPLF�-RXUQDO ��������±���6XPPHUV��+��DQG�&��+HVWRQ��������³7KH�3HQQ�:RUOG�7DEOH��0DUN�����$Q�([SD QGHG�6HW�RI�,QWHUQDWLRQDO�&RPSDULVRQV������±���´�4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV ���������±���7DQJ��$�0��DQG�-�6��:RUOH\��HGV��������³:K\�'RHV�2YHUFURZGHG��5HVRXUFH �SRRU�(DVW�$VLD�6XFFHHG²/HVVRQV�IRU�WKH�/'&V"´�(FRQRPLF�'HYHORSPHQW�DQG�&XOWXUDO�&KDQJH ������$SULO�6XSSOHPHQW�<RR��-XQJ�+R��������³7KH�,QGXVWULDO�3ROLF\�RI�WKH�����V�DQG�WKH�(YROXWLRQ�RI�WKH�0DQXIDFWXULQJ�6HFWRU�LQ�.RUHD�´�.RUHD�'HYHORSPHQW�,QVWLWXWH�:RUNLQJ�3DSHU�1R��������6HRXO�


