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5D\PRQG�$��+LQQHEXVFK�

'HYHORSLQJ�6WDWHV��GLYLGHG�E\�D�PXOWLWXGH�RI�FOHDYDJHV�DQG�FRQIURQWHG�E\�
WKH�PRELOL]DWLRQ�RI�QHZ�VRFLDO�IRUFHV��VHHN�WR�IDVKLRQ�SROLWLFDO�V\VWHPV�ZKLFK�
FRQFHQWUDWH�HQRXJK�SRZHU�WR�FRSH�ZLWK�ULVLQJ�GHPDQGV�DQG�SXVK�PRGHUQL��
]DWLRQ�DKHDG��\HW�FDQ�DEVRUE�H[SDQGLQJ�SDUWLFLSDWRU\�SUHVVXUHV��IDLOXUH�WR�GR�
VR�UHVXOWV�LQ�SUDHWRULDQLVP�RU�UHSUHVVLRQ��,Q�WKH�VHDUFK�IRU�DXWKRULW\�DPLGVW�
IUDJPHQWDWLRQ��HOLWHV�LQ�PDQ\�RI�WKHVH�VRFLHWLHV�KDYH�UHVRUWHG�WR�DXWKRULWDULDQ�
PRGHOV��
$OWKRXJK�WKHUH�LV�OLWWOH�FRQVHQVXV�LQ�WKH�SROLWLFDO�VFLHQFH�OLWHUDWXUH�RQ�WKH�

QDWXUH�DQG�YLDELOLW\�RI�WKHVH�PRGHOV��WKUHH�JHQHUDO�YLHZV�VHHP�WR�GRPLQDWH��
2QH� DFNQRZOHGJHV�WKDW�WKH�DXWKRULWDULDQ�FRQFHQWUDWLRQ�RI�SRZHU�PD\�
HQKDQFH�H[WUDFWLYH�DQG�FRQWURO�FDSDELOLWLHV��EXW�DW�WKH�FRVW�RI�PXFK�UHGXFHG�
UHVSRQVLYHQHVV�DQG�SDUWLFLSDWLRQ���$QRWKHU�YLHZ��VWUHVVLQJ�WKH�ZHDNQHVV�RI�
LQVWLWXWLRQDOL]DWLRQ�LQ�VXFK�6WDWHV��VHHV�WKHP�DV�ERWK�SROLWLFDOO\�LQFRPSHWHQW�
DQG�UHSUHVVLYH���$�WKLUG��DUJXLQJ�WKH�DELOLW\�RI�VWURQJ�VLQJOH�SDUW\�V\VWHPV�WR�
ERWK�FRQFHQWUDWH�DQG�H[SDQG�SRZHU��KROGV�WKDW�VXFK�UHJLPHV�FDQ�VFRUH�KLJK�
RQ�ERWK�HIIHFWLYHQHVV�DQG�UHVSRQVLYHQHVV���
1R�DVVHVVPHQW�RI�WKHVH�FRQIOLFWLQJ�DUJXPHQWV�FDQ�SURFHHG�IDU�ZLWKRXW�D�

FDUHIXO�VWXG\�RI�LQGLYLGXDO�FDVHV��7KLV�VWXG\�ZLOO�H[DPLQH�WKH�FDVH�RI�6\ULD�
XQGHU�WKH�%D
WK�SDUW\��6\ULD�PDNHV�D�JRRG�FDVH�VWXG\�EHFDXVH������SODJXHG�E\�
VRFLDO�IUDJPHQWDWLRQ�DQG�SROLWLFDO�SUDHWRULDQLVP��VKH�KDV�SUHVHQWHG�D�GLIILFXOW�
FKDOOHQJH�WR�VWDWH�EXLOGHUV��DQG�����WKH�6\ULDQ�UHVSRQVH��FRPELQLQJ�D�PLOLWDU\�

5D\PRQG�$��+LQQHEXVFK�WHDFKHV�3ROLWLFDO�6FLHQFH�DW�WKH�&ROOHJH�RI�6W��&DWKHULQH��
6W��3DXO��0LQQHVRWD��

����*DEULHO�$OPRQG�DQG�*��%LQJKDP�3RZHOO��&RPSDUDWLYH�3ROLWLFV���$�'HYHORSPHQ��
WDO�$SSURDFK��%RVWRQ��������SS����������
���6�1��(LVHQVWDGW�DQG�WKRVH�LQVSLUHG�E\�KLV�ZRUN�WHQG�WR�WDNH�WKLV�SRVLWLRQ��7KH�

DUJXPHQW�IRU�WKH�ZHDNQHVV�RI�WKH�DXWKRULWDULDQ�6WDWH�KDV�EHHQ�H[WHQVLYHO\�GHYHORSHG�
IRU�WKH�(J\SWLDQ�FDVH�E\�&OHPHQW�+HQU\�0RRUH��,PDJHV�RI�'HYHORSPHQW��(J\SWLDQ�
(QJLQHHUV�LQ�6HDUFK�RI�,QGXVWU\��&DPEULGJH��0DVV����������DQG�5REHUW�6SULQJERUJ�
�3DWWHUQV�RI�$VVRFLDWLRQ�LQ�WKH�(J\SWLDQ�3ROLWLFDO�(OLWH���LQ�3ROLWLFDO�(OLWHV�LQ�WKH�
0LGGOH�(DVW�HG��*HRUJH�/HQF]RZVNL��:DVKLQJWRQ���������
���6DPXHO�+XQWLQJWRQ�DUJXHV�WKH�FDVH�IRU�WKH�VLQJOH�SDUW\�UHJLPH�LQ�+XQWLQJWRQ�

DQG�&OHPHQW�+HQU\�0RRUH��$XWKRULWDULDQ�3ROLWLFV�LQ�0RGHUQ�6RFLHW\��7KH�'\QDPLFV�
RI�(VWDEOLVKHG�2QH��3DUW\�6\VWHPV��1HZ�<RUN��������SS��������

$64� 9ROXPH��� 1XPEHU��� ����

This content downloaded from 138.251.73.6 on Wed, 04 Mar 2015 09:15:54 UTC
All use subject to JSTOR Terms and Conditions

http://www.jstor.org/page/info/about/policies/terms.jsp


���� $UDE�6WXGLHV�4XDUWHUO\�

RQH�SDUW\�6WDWH�ZLWK�SRSXOLVW�QDWLRQDOLVW�SROLFLHV��UHSUHVHQWV�D�GLVWLQFWLYH�EXW�
W\SLFDO�SRSXOLVW�YDULDQW�RI�WKH�DXWKRULWDULDQ�PRGHO��

7+(� 6<5,$1� 62&,232/,7,&$/� (19,5210(17�

7KH�VSHFLDO�FKDOOHQJH�RI�VWDWH�EXLOGLQJ�LQ�6\ULD�UHVXOWV�IURP�VHYHUDO�IHDWXUHV�
RI�WKH�FRQWH[W�LQ�ZKLFK�LW�KDV�KDG�WR�WDNH�SODFH��
���6\ULD�ZDV�D� VRFLHW\�KLVWRULFDOO\�IUDJPHQWHG�LQWR�D� VHFWDULDQ�HWKQLF�

PRVDLF��UHQW�E\�VWURQJ�NLQVKLS�DQG�ORFDOLVWLF�OR\DOWLHV�DQG�GLYLGHG�E\�JUHDW�
FODVV�DQG�XUEDQ�UXUDO�JDSV��
��� 6XSHULPSRVHG�E\�LPSHULDOLVP�RQ� WKLV�FHQWULIXJDO�VRFLHW\�ZDV� DQ�

DUWLILFLDO��WUXQFDWHG�6WDWH��HPEUDFLQJ�RQO\�RQH�FRUQHU�RI�WKH�IHOW�QDWLRQDO�
FRPPXQLW\��WKLV�GHSULYHG�LW�RI�WKH�OHJLWLPDF\�DFFUXLQJ�WR�6WDWHV�ZKLFK�
FRUUHVSRQG�WR�D�XQLW�RI�QDWLRQKRRG��IRFXVHG�6\ULDQ�SROLWLFDO�LGHQWLWLHV�DQG�
HQHUJLHV�RXWZDUG��RSHQHG�WKH�FRXQWU\�WR�RXWVLGH�LQWHUYHQWLRQ��DQG�GLYLGHG�
6\ULDQV�RYHU�FRQIOLFWLQJ�LUUHGHQWLVW�DVSLUDWLRQV��
���6\ULD
V�UHJLRQDO�HQYLURQPHQW�KDV�EHHQ�GRPLQDWHG�E\�:HVWHUQ�DQG�,VUDHOL�

SRZHU��IUXVWUDWLQJ�WKH�UHDOL]DWLRQ�RI�KHU�QDWLRQDO�DVSLUDWLRQV�DQG�IXUWKHU�
UHWDUGLQJ�WKH�GHYHORSPHQW�RI�QDWLRQDO�OHJLWLPDF\�E\�WKH�6WDWH��
���6\ULD�H[SHULHQFHG�D�GHOD\HG�GHSHQGHQW�IRUP�RI�PRGHUQL]DWLRQ�FKDUDF��

WHUL]HG�E\��D��DQ�H[WURYHUWHG��XQVWDEOH�HFRQRP\�FRPELQHG�ZLWK�KLJK�UDWHV�RI�
VRFLDO�PRELOL]DWLRQ�DQG��E��DQ�DJUDULDQ�FULVLV�IRFXVHG�RQ�KLJK�FRQFHQWUDWLRQ�
RI�ODQGRZQHUVKLS��WKHVH�VWUHVVHV�SURGXFHG�VKDUS�QHZ�VRFLDO�FOHDYDJHV��WKH�
PRVW�LPSRUWDQW�RI�ZKLFK�SLWWHG�WKH�ODQGHG�FRPPHUFLDO�HOLWH�DJDLQVW�WKH�
VDODULHG�PLGGOH�FODVV�DQG�WKH�SHDVDQWU\��D� FRQIOLFW�ZKLFK�KDV�\HW�WR�EH�
UHVROYHG��
���7KH�SHQHWUDWLRQ�RI�FRQIOLFWLQJ�RXWVLGH�LGHRORJLHV�DQG�WKH�ULVH�RI�ORFDO�

UHDFWLRQV�WR�WKHP�VWLPXODWHG�D�PXOWLWXGH�RI�ULYDO�SROLWLFDO�IRUFHV��VRPHWLPHV�
UHLQIRUFLQJ��VRPHWLPHV�FXWWLQJ�DFURVV�VRFLDO�FOHDYDJHV��,Q�WKH�DEVHQFH�RI�D�
VWURQJ�RYHUDUFKLQJ�QDWLRQDO�LGHQWLW\�IRFXVHG�RQ�D�6WDWH�HQMR\LQJ�QDWLRQDO�
OHJLWLPDF\�DQG�DQ�HFRQRP\�DEOH�WR�DEVRUE�ULVLQJ�DVSLUDWLRQV��WKLV�SURGXFHG�D�
SRZHUIXO�SUDHWRULDQLVP�ZKLFK��RYHUW�RU�ODWHQW��KDV�FRQWLQXHG�WR�GHVWDELOL]H�
6\ULDQ�SROLWLFDO�OLIH���

���)RU�JRRG�DQDO\VHV�RI�WKH�FOHDYDJHV�LQ�6\ULDQ�VRFLHW\��VHH�0LFKDHO�+��9DQ�'XVHQ��
�3ROLWLFDO�,QWHJUDWLRQ�DQG�5HJLRQDOLVP�LQ�6\ULD���0LGGOH�(DVW�-RXUQDO�����QR����
��������DQG�9DQ�'XVHQ���6\ULD��'RZQIDOO�RI�D�7�UDGLWLRQDO�(OLWH���LQ�3ROLWLFDO�(OLWHV�DQG�
3ROLWLFDO�'HYHORSPHQW�LQ�WKH�0LGGOH�(DVW�HG��)UDQN�7DFKDX��1HZ�<RUN���������$OVR�
VHH�0LFKDHO�+XGVRQ
V�VHFWLRQ�RQ�6\ULD��QRWDEO\�SS�����������LQ�KLV�$UDE�3ROLWLFV��7KH�
6HDUFK�IRU�/HJLWLPDF\��1HZ�+DYHQ�DQG�/RQGRQ���������2Q�6\ULD
V�SRVW�LQGHSHQGHQFH�
VRFLRHFRQRPLF�FULVLV��VHH�7DELWKD�3HWUDQ��6\ULD��/RQGRQ���������SS����������'RUHHQ�
:DUULQHU��/DQG�DQG�3RYHUW\�LQ�WKH�0LGGOH�(DVW��/RQGRQ���������5L]NDOODK�+LODQ��
&XOWXUH�HW�'«YHORSSHPHQW�HQ�6\ULH�HW�GDQV�OHV�SD\HV�UHWDUGHV��3DULV���������SS��
���������'DQLHO�/HUQHU��7KH�3DVVLQJ�RI�7UDGLWLRQDO�6RFLHW\��1HZ�<RUN���������SS��
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6\ULD� ����

7KH�%D�WK�HPHUJHG�DV�D�UHDFWLRQ�WR�WKHVH�FKDOOHQJHV��SXWWLQJ�IRUZDUG�LQ�LWV�
LGHRORJLFDO�WUDGLWLRQ�WKUHH�SRZHUIXO�FRXQWHUYDLOLQJ�WKHPHV������ DQ�HWDWLVW�
VWUHVV�RQ�FUHDWLRQ�RI�D�VWURQJ�6WDWH�DEOH�WR�LQWHJUDWH�6\ULD
V�FRQIOLFWLQJ�VRFLDO�
VHJPHQWV�DQG�IRUFHV�DQG�GLUHFW�WKH�GHYHORSPHQW�RI�DQ�LQWHJUDWHG�QDWLRQDO�
HFRQRP\������D�SRSXOLVW�FDOO�IRU�D�UHGLVWULEXWLRQ�RI�UHVRXUFHV�LQ�WKH�LQWHUHVW�RI�
HTXLW\�DQG�FRPPXQLW\��DQG����� D� QDWLRQDOLVW�GULYH�WR�HUDGLFDWH�IRUHLJQ�
LQWUXVLRQV�IURP�WKH�$UDE�ZRUOG�DQG�WR�FRQVWUXFW�D�QHZ�H[WUD�6\ULDQ�$UDE�
SROLWLFDO�FRPPXQLW\��%XW�WKH�%D
WK�DOVR�FDPH�WR�UHIOHFW�LQ�LWVHOI�DQG�XOWLPDWHO\�
WR�IDOWHU�LQ�LWV�HIIRUW�WR�PDVWHU�WKH�HQYLURQPHQW�IRUFHV�ZKLFK�SUHFLSLWDWHG�LWV�
HPHUJHQFH��

7+(� 52$'� 72�32:(5�

7KH�%D
WK
V�URDG�WR�SRZHU�JUHDWO\�VKDSHG�WKH�RXWFRPH�RI�LWV�VWDWH�EXLOGLQJ�
HIIRUW��7KH�%D
WK�GHYHORSHG�VRPH�SROLWLFDO�DVVHWV�ZKLFK�KHOS�H[SODLQ�LWV�
UHODWLYH�VXFFHVV�LQ�WKH�FRQTXHVW�DQG�FRQVROLGDWLRQ�RI�SRZHU��,WV�QDWLRQDOLVW��
SRSXOLVW�LGHRORJ\�DWWUDFWHG�VLJQLILFDQW�VHJPHQWV�RI�WKH�PLGGOH�DQG�ORZHU�
FODVVHV��HQDEOLQJ�LW�WR�GHYHORS�D�ZLGHU��PRUH�SROLWLFDOO\�FRQVFLRXV�EDVH�WKDQ�
WKH�WUDGLWLRQDO�QRWDEOH�RU�VHFWDULDQ�SDUWLHV�FRPSHWLQJ�ZLWK�LW��DQG�LWV�
LQWURGXFWLRQ�RI�EUDQFK�W\SH�SDUW\�LQVWLWXWLRQV�KHOSHG�LW�WR�RUJDQL]H�WKLV�
FRQVWLWXHQF\��,W�ZDV�FURVV�VHFWDULDQ��DOWKRXJK�PLQRULWLHV��VXFK�DV�&KULVWLDQV��
$ORXLWHV��DQG�'UX]HV�ZHUH�GLVSURSRUWLRQDWHO\�GUDZQ�WR�LW��WKH�%D
WK�DOVR�
DWWUDFWHG�D�IROORZLQJ�LQ�WKH�PDMRULW\�6XQQL�FRPPXQLW\��,W�DOVR�EULGJHG�WKH�
XUEDQ�UXUDO�JDS��DV�WKH�XUEDQ�PLGGOH�FODVV�WHDFKHUV�ZKR�IRXQGHG�LW�UHFUXLWHG�
IROORZHUV�DPRQJ�UXUDO�VWXGHQWV�DQG�WKURXJK�WKHP�EXLOW�D�FRQVWLWXHQF\�LQ�WKH�
YLOODJHV��%\�LQVHUWLQJ�LWV�SDUWLVDQV�LQ�WKH�DUP\��LW�IRUJHG�DQ�DOOLDQFH�ZLWK�NH\�
HOHPHQWV�LQ�WKH�RIILFHU�FRUSV�ZKLFK�ZRXOG�SURYLGH�LW�ZLWK�D�FULWLFDO�VWULNLQJ�
IRUFH�LQ�WKH�VWUXJJOH�IRU�SRZHU��,Q�VR�EULGJLQJ�VRFLDO�FOHDYDJHV�ZLWK�LGHRORJ\�
DQG�RUJDQL]DWLRQ��WKH�%D
WK�VKRZHG�SRWHQWLDO�WR�GHYHORS�D�EURDG�EDVH�IRU�UXOH��
%\�WKH�ODWH�ILIWLHV��LW�KDG�EHFRPH�D�OHDGLQJ�SDUW�RI�D�PLGGOH�FODVV��SHDVDQW�
FRDOLWLRQ�ZKLFK�FKDOOHQJHG�DQG�GHFLVLYHO\�XQGHUPLQHG�WKH�WUDGLWLRQDO�UHJLPH��

<HW��RZLQJ�WR�FHUWDLQ�OLDELOLWLHV�DQG�PLVIRUWXQHV��WKH�%D
WK�SURYHG�XQDEOH�WR�
VXVWDLQ�LWV�LPSHWXV��%\�WKH�HDUO\�VL[WLHV��LWV�FRDOLWLRQ�ZDV�GLVWLQWHJUDWLQJ��,WV�
OHDGHUV��ULYHQ�E\�SHUVRQDO�ULYDOULHV��HQJURVVHG�LQ�WKH�SROLWLFDO�VWUXJJOH�DW�WKH�
FHQWHU��DQG�WRR�DORRI�IURP�ZRUN�DW�WKH�EDVHV��ZHUH�XQDEOH�WR�GHYHORS�WKH�SDUW\�
LQWR�D�GLVFLSOLQHG�SROLWLFDO�PDFKLQH�ZKLFK�FRXOG�PRELOL]H�WKH�PDMRULW\�RI�WKH�
PDVVHV�VWLOO�HQFDSVXODWHG�LQ�WKH�WUDGLWLRQDO�VRFLDO�V\VWHP�DQG�RYHUFRPH�ULYDO�

���������2Q�WKH�GHVWDELOL]LQJ�HIIHFWV�RI�6\ULD
V�LQWHUQDWLRQDO�DQG�UHJLRQDO�HQYLURQ��
PHQW��VHH�3DWULFN�6HDOH��7KH�6WUXJJOH�IRU�6\ULD��/RQGRQ���������2Q�SUDHWRULDQLVP�LQ�
6\ULDQ�SROLWLFV��VHH�*RUGRQ�7RUUH\��6\ULDQ�3ROLWLFV�DQG�WKH�0LOLWDU\��&ROXPEXV��
�������
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���� $UDE�6WXGLHV�4XDUWHUO\�

PLGGOH�FODVV�SROLWLFDO�PRYHPHQWV��7KH�SDUW\�RUJDQL]DWLRQ��UHWDLQLQJ�VRPH�RI�
WKH�FHQWULIXJDO�FKDUDFWHULVWLFV�RI�WKH�VFDWWHUHG�KDODTDW��FLUFOHV��IURP�ZKLFK�LW�
HPHUJHG��UHIOHFWLQJ�DV�PXFK�DV�EULGJLQJ�FOHDYDJHV�EHWZHHQ�WKH�YDULRXV�VRFLDO�
IRUFHV�LQFRUSRUDWHG�LQWR�LW��DQG� SXOOHG�LQ�GLIIHUHQW�GLUHFWLRQV�E\�WKH�
KHWHURJHQHLW\�RI�YLHZSRLQWV�DWWUDFWHG�E\�LWV�EURDG�EDVHG�LGHRORJ\��VXIIHUHG�
IURP�FRQVWDQW�IDFWLRQDOLVP��$IWHU������WKH�SDUW\
V�LQDELOLW\�WR�GHYLVH�D�
ZRUNDEOH�IRUPXOD�IRU�$UDE�XQLW\�UHVXOWHG�LQ�TXDUUHOV�ZLWK�1DVVHU��WKH�KHUR�RI�
$UDE�QDWLRQDOLVP��7KLV�FRVW�LW�D� ELJ�SDUW�RI�LWV�QDWLRQDOLVW�FRQVWLWXHQF\�
�HVSHFLDOO\�DPRQJ�XUEDQ�6XQQLV��� OHG� WR� WKH�QHDU�GLVVROXWLRQ�RI�LWV�
RUJDQL]DWLRQ��VSOLW�LWV�OHDGHUV�RYHU�KRZ�WR�GHDO�ZLWK�1DVVHU��DQG�XQGHUPLQHG�
WKH�OHDGHUV�LQ�WKH�H\HV�RI�\RXQJHU�%D
WKLVWV�ZKR�TXHVWLRQHG�WKHLU�SUHRFFXSD��
WLRQ�ZLWK�$UDE�XQLW\�DQG�ZDQWHG�WR�VWHHU�WKH�SDUW\�OHIW��<HW��DW�WKLV�
XQDXVSLFLRXV�MXQFWXUH��%D
WKLVW�DUP\�RIILFHUV��IHDULQJ�WKH�SDUW\
V�FKDQFHV�ZHUH�
VOLSSLQJ�DZD\��FKRVH�WR�VHL]H�SRZHU�LQ�D�PLOLWDU\�FRXS���
7KXV�WKH�%D
WK�FDPH�WR�SRZHU�DW�D�WLPH�ZKHQ�LW�ZDV�UHGXFHG�WR�D�VPDOO�FRUH�

RI�RIILFHUV�DQG�LQWHOOHFWXDOV��LWV�IRUPHU�EDVH�VFDWWHUHG�DQG�GHPRELOL]HG��<HW�LW�
FKRVH�WR�HPEDUN�RQ� D� UHYROXWLRQ�IURP�DERYH��DQG�GHFLGHG�WKDW�WKLV�
UHYROXWLRQDU\�SURMHFW�UHTXLUHG�D�PRQRSRO\�RI�SRZHU��WKH�FUHDWLRQ�RI�D�VLQJOH��
SDUW\�6WDWH��7KLV�SROLF\�KDG�HQRUPRXV�FRQVHTXHQFHV��$OO�RWKHU�SROLWLFDO�
IRUFHV�ZHUH�DOLHQDWHG�E\�WKH�%D
WK
V�XQZLOOLQJQHVV�WR�VKDUH�SRZHU���QRW�RQO\�
WUDGLWLRQDO�SROLWLFLDQV��OLEHUDOV��DQG� ,VODPLF�IXQGDPHQWDOLVWV��LWV�QDWXUDO�
ULYDOV��EXW�DOVR�1DVVHULWHV�DQG�PDQ\�OHIWLVWV�ZLWK�ZKRP�LW�KDG�PXFK�LQ�
FRPPRQ��7KH�%D
WK
V�VWUHVV�RQ��UHYROXWLRQ�LQ�RQH�FRXQWU\��EURXJKW�UHQHZHG�
FRQIOLFW�ZLWK�1DVVHULWHV�ZKRVH�ILUVW�SULRULW\�ZDV�XQLRQ�ZLWK�(J\SW��IXUWKHU�
FRVWLQJ�WKH�SDUW\�OHJLWLPDF\�LQ�WKH�H\HV�RI�LWV�QDWXUDO�QDWLRQDOLVW�FRQVWLWXHQF\��
7KH� IDFW�WKDW�WKH�SDUW\�ZDV� E\�QRZ� LQFUHDVLQJO\�PLQRULWDULDQ�DQG�
SUHGRPLQDWHO\�UXUDO�ORZHU�PLGGOH�FODVV�LQ�FRPSRVLWLRQ�DQG�LWV�ULYDOV�ZHUH�
XUEDQLW«V�RI�KLJKHU�VRFLDO�VWDWXV�FXW�WKH�SDUW\�RII�IURP�WKH�FLW\��,WV�HIIRUW�WR�
HQWUHQFK�LWVHOI�EHFDPH�D�SURFHVV�RI�WXUQLQJ�WKH�LQVWLWXWLRQV�RI�6WDWH�LQWR�UXUDO�
VWURQJKROGV�GRPLQDWLQJ�XUEDQ�VRFLHW\��,Q�WKH�ILUVW�WZR�\HDUV�RI�LWV�UXOH��WKH�
SDUW\�IRXQG�LWVHOI�YLUWXDOO\�LVRODWHG�LQ�WKH�VWLOO�ODUJHO\�XUEDQ�SROLWLFDO�DUHQD��
DQG�GHSHQGHQW�RQ�WKH�XVH�RI�UHSUHVVLRQ�WR�VWD\�LQ�SRZHU��

���7KLV�DQDO\VLV�RI�WKH�GHYHORSPHQW�RI�%D
WK�LGHRORJ\�DQG�RUJDQL]DWLRQ�EHIRUH�WKH�
SRZHU�VHL]XUH�UHOLHV�RQ�WKH�PDQ\�PDWHULDOV�LQ�:HVWHUQ�ODQJXDJHV�DQG�LQ�$UDELF�ZKLFK�
KDYH�EHHQ�SXEOLVKHG�RQ�WKH�VXEMHFW��DPRQJ�WKH�PRVW�LPSRUWDQW�RI�ZKLFK�DUH�WKH�
IROORZLQJ��0LFKHO�$IODT��)L�6�DELO�DO��%D
W�K��%HLUXW���������*RUGRQ�7RUUH\���7KH�%D
WK��
,GHRORJ\�DQG�3UDFWLFH���0LGGOH�(DVW�-RXUQDO�����QR������������.HPDO�6��$EX�-DEHU��
7KH�$UDE�%D
WK�6RFLDOLVW�3DUW\��+LVWRU\��,GHRORJ\���DQG�2UJDQL]DWLRQ��6\UDFXVH��
�������6DPL�DO�-XQGL��DO�%D
WK��%HLUXW���������-DOODO�DV�6D\\LG��+L]E�DO�%D
WK�DO
$UDEL�
�%HLUXW���������,EUDKLP�6DODPDK��DO�%D
WK�PLQ�DO�PXGDULV�LOD�DO�WKDNDQDW��%HLUXW��
��������4L\DG�DO�4DXPL\\D��'LUDVD�WDULNKL\\D�WDKOLOL\\D�OLO�1LGDO�+L]E�DO�%D
WK�DO���
$UDEL�DO�,VKWLUDNL\\D��'DPDVFXV���������%DVKLU�'DXN��HG��1LGDO�DO��%D
�WK�����YROXPH�
VHULHV��%HLUXW���1DML�$OOXVK��DO�7KDZUD�ZD�DO�-DPDKLU��%HLUXW���������
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$W�WKH�RXWVHW��WKH�%D
WK�IDFHG�D�VHYHUH�FULVLV�RI�OHJLWLPDF\��,WV�OHDGHUV�NQHZ�
WKDW�WR�UHWDLQ�SRZHU�DQG�FDUU\�RXW�WKHLU�UHYROXWLRQ�WKH\�ZRXOG�KDYH�WR�EUHDN�
RXW�RI�WKLV�LVRODWLRQ�DQG�UHFRQVWUXFW�WKH�PLGGOH�FODVV��SHDVDQW�FRDOLWLRQ�WKH\�
KDG�IRUJHG�LQ�WKH�ILIWLHV��7KHLU�VWUDWHJ\�ZDV�WKUHH�SURQJHG������IRUJLQJ�D�
/HQLQLVW�W\SH�SDUW\�VWDWH�ZKLFK�ZRXOG�UHJURXS��H[SDQG��DQG�OLQN�XS�WKHLU�
VFDWWHUHG�VWURQJKROGV�WKURXJKRXW�WKH�FRXQWU\�DQG�EHFRPH�WKH�PRWRU�RI�
UHYROXWLRQ�IURP�DERYH������D�VRFLDO�UHYROXWLRQ�FHQWHUHG�RQ�QDWLRQDOL]DWLRQV�
DQG�ODQG�UHIRUP�ZKLFK�ZRXOG�PRELOL]H�WKH�PDVVHV�RQ�WKHLU�VLGH�DQG�VXEPHUJH�
WKH�RSSRVLWLRQ��DQG�����WKH�H[SRUW�RI�UHYROXWLRQDU\�QDWLRQDOLVP�IURP�6\ULD�LQ�
D�FKDOOHQJH�WR�:HVWHUQ�DQG�,VUDHOL�SRZHU�LQ�WKH�UHJLRQ��,Q�SULQFLSOH��WKLV�
VWUDWHJ\�ZDV�D�FRKHUHQW�UHVSRQVH�WR�WKH�QHHGV�RI�VWDWH�EXLOGLQJ�LQ�6\ULD��
ZKLFK��LI�VXFFHVVIXO��FRXOG�KDYH�ZRQ�QDWLRQDOLVW�DQG�SRSXOLVW�OHJLWLPDF\�IRU�
WKH�%D
WK��%XW��LQ�LWV�WKUHDW�WR�SRZHUIXO�LQWHUHVWV�LQVLGH�DQG�RXWVLGH�6\ULD��LW�
ZDV�ERXQG�WR�DURXVH�ZLGH�DQG�GHHS�KRVWLOLW\�ZKLFK�ZRXOG�XOWLPDWHO\�GHIOHFW�
WKH�%D
WK�IURP�LWV�FRXUVH���

(/,7(� 75$16)250$7,21�� ,175$�(/,7(� &21)/,&7�
$1'�&(17(5� %8,/',1*�

7KH�%D
WK�VRXJKW�WR�FRQFHQWUDWH�SRZHU�LQ�D�QHZ�SDUW\�VWDWH�FHQWHU��SRSXODU�
LQ�VRFLDO�FRPSRVLWLRQ��DQG�SRVVHVVLQJ�WKH�,QVWLWXWLRQDOL]HG�DXWKRULW\�WR�XQLWH�
WKH�QHZ�HOLWH�DQG�GLUHFW�WKH�UHYROXWLRQDU\�FRXUVH��WKH�RXWFRPH�RI�WKLV�FHQWHU��
EXLOGLQJ�HIIRUW��KRZHYHU��IHOO�FRQVLGHUDEO\�VKRUW�RI�WKH�%D
WK
V�JRDOV��
8QGHU�WKH�%D
WK��WKH�VRFLDO�FRPSRVLWLRQ�RI�WKH�SROLWLFDO�HOLWH�ZDV�LQGHHG�

WUDQVIRUPHG��7KH�XUEDQ�ERXUJHRLV�OHDGHUV�RI�WKH�ROG�UHJLPH�JDYH�ZD\�WR�D�
QHZ�HOLWH�RI�ZKROO\�GLIIHUHQW�VRFLDO�FRPSRVLWLRQ������,WV�FRUH�KDV�EHHQ�SHWLW�
ERXUJHRLV��DQG�ZKLOH�PRUH�PDLQVWUHDP�PLGGOH�FODVV�HOHPHQWV�KDYH�EHHQ�
UHSUHVHQWHG�LQ�LWV�RXWHU�FLUFOHV��WKH�ROG�XSSHU�FODVV�KDV�EHHQ�YLUWXDOO\�H[FOXGHG�
IURP�SRZHU������8UEDQ�HOHPHQWV�DUH�LQFOXGHG�LQ�WKH�HOLWH��EXW�LW�LV�GRPLQDWHG�
E\�UXUDLV�QRW�IDU�UHPRYHG�IURP�WKH�YLOODJH������ ,W�LV�FURVV�VHFWDULDQ��EXW�
PLQRULW\�HOHPHQWV��HVSHFLDOO\�$ORXLWHV��KDYH�EHHQ�RYHU�UHSUHVHQWHG�DW�WKH�
FRUH�����,W�LV�D�FLYLO�PLOLWDU\�FRDOLWLRQ�LQ�ZKLFK�RIILFHU�SROLWLFLDQV�KDYH�SOD\HG�
GRPLQDQW�UROHV��7KLV�FRPSRVLWLRQ�KDV�DSSHDUHG�UHSUHVHQWDWLYH��DQG�KHQFH�
PRUH�OHJLWLPDWH��WR�UXUDLV��HVSHFLDOO\�PLQRULWDULDQV��DQG�SDUWV�RI�WKH�ORZHU�
VWUDWD��PXFK�OHVV�VR�WR�XUEDQ�6XQQLV��DQG�QRW�DW�DOO�WR�WKH�ROG�XUEDQ�

���7KH�EHVW�DQDO\VLV�RI�WKH�%D
WK
V�GLOHPPD�LV�,WLPDU�5DELQRYLFK��6\ULD�8QGHU�WKH�
%D
WK�����������1HZ�<RUN���������2Q�WKH�FRQIOLFW�ZLWK�1DVVHULVP��VHH�0DOFROP�.HUU��
7KH�$UDE�&ROG�:DU��/RQGRQ���������7KH�GHILQLWLYH�LGHRORJLFDO�GRFXPHQWV�
DGXPEUDWLQJ�WKH�%D
WK
V�VWUDWHJ\�RI�UXOH�DUH��7KH�1DWLRQDO�&RPPDQG��6RPH�
7KHRUHWLFDO�3RLQWV�RI�'HSDUWXUH���'DPDVFXV���������WKH�UHVROXWLRQV�RI�WKH��WK�1DWLRQDO�
&RQJUHVV�LQ�$UDE�3ROLWLFDO�'RFXPHQWV���������SS����������DQG�WKH�SDUW\�SURJUDP�
LVVXHG�E\�WKH��WK�1DWLRQDO�&RQJUHVV��DO�0DQKDM�DO�0DUKDOL��'DPDVFXV���������
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HVWDEOLVKPHQW�DQG�LWV�FOLHQWV��,WV�GRPLQDQW�UXUDO�SHWLW�ERXUJHRLV�FRPSRVLWLRQ�
KDV�PDGH�IRU�VXEVWDQWLDO�HOLWH�VROLGDULW\�DJDLQVW�XUEDQ�ULYDOV��EXW�LWV�UHODWLYH�
KHWHURJHQHLW\�DORQJ�VHFWDULDQ�DQG�UHJLRQDO�OLQHV�KDV�FRQWULEXWHG�WR�D�KLJK�
LQFLGHQFH�RI�LQWUD�HOLWH�FRQIOLFW���
7KH�UHJLPH
V�HIIRUWV�WR�LQVWLWXWLRQDOL]H�DXWKRULW\�KDYH�QRW�EHHQ�ZKROO\�

XQVXFFHVVIXO��EXW�VXFK�DXWKRULW\�UHPDLQV�SUHFDULRXV��,QWHQVH�LQWUD�HOLWH�
FRQIOLFWV�KDYH�UHSHDWHGO\�HPHUJHG��WKH�PDMRU�EUHDNV�LQ�HOLWH�VROLGDULW\�KDYH�
SLWWHG�FURVV�VHFWDULDQ��FLYLO�PLOLWDU\�FRDOLWLRQV�FRPPLWWHG�WR�RSSRVLQJ�SROLF\�
FRXUVHV�DQG�OHG�E\�DPELWLRXV�ULYDO�SHUVRQDOLWLHV��0RUH�SXUHO\�VHFWDULDQ�
ULYDOULHV��ODUJHO\�WXUQLQJ�RQ�WKH�LVVXH�RI�$ORXLWH�DVFHQGHQF\��KDYH�DOVR�
VHULRXVO\�ZHDNHQHG�HOLWH�FRKHVLRQ��7KH� LQWHQVLW\�RI�WKHVH�FOHDYDJHV�KDV�
UHWDUGHG�WKH�LQVWLWXWLRQDOL]DWLRQ�RI�DXWKRULW\��ZKLFK��LQ�WXUQ��KDV�IRUFHG�
SRZHU�FRQWHQGHUV�WR�HQJDJH�LQ�FRQWLQXRXV�FRDOLWLRQ�EXLOGLQJ�LQ�ZKLFK�HYHU\�
DYDLODEOH�FOHDYDJH�DQG�WLH��� LGHRORJLFDO��UHJLRQDO��SHUVRQDO��JHQHUDWLRQDO��
XUEDQ�UXUDO�DQG�VHFWDULDQ��� KDV�EHHQ�XVHG��
7KH�SURPLQHQW�UROH�RI�PLOLWDU\�SROLWLFLDQV�LQ�WKH�SROLWLFDO�DUHQD�KDV�PHDQW�

WKDW�SRZHU�FRQWHQGHUV�KDYH�KDG�WR�VHHN�VXSSRUW�LQ�WKH�PLOLWDU\�DQG�WU\�WR�
H[FOXGH�ULYDOV�IURP�LW��+HQFH��WKH�SROLWLFV�RI�WUDQVIHU��SXUJH��DQG�DSSRLQWPHQW�
LQ�WKH�DUP\�KDV�UXQ�SDUDOOHO�ZLWK�WKDW�RI�HOHFWLRQV�DQG�YRWHV�LQ�SDUW\�
DVVHPEOLHV��DQG��LQ�WKH�HQG��HYHU\�PDMRU�WXUQRYHU�LQ�WKH�HOLWH�KDV�FRPH�YLD�
PLOLWDU\�FRXS��VKDWWHULQJ�WKH�WKLQ�OD\HU�RI�LQVWLWXWLRQDO�OHJLWLPDF\�7KLV�
SHUVLVWHQW�SUDHWRULDQLVP�KDV�QRW�RQO\�HQGDQJHUHG�WKH�VXUYLYDO�RI�WKH�UHJLPH��
EXW�LW�KDV�PDGH�LW�KDUG�WR�IRUJH�D�OHDGHUVKLS�WHDP�FRPPLWWHG�WR�DQ�DJUHHG�
SURJUDP�DQG�LPSRVVLEOH�WR�FUHDWH�DQ�LQVWLWXWLRQDOL]HG�V\VWHP�RI�OHDGHUVKLS�
UHFUXLWPHQW�DQG�DFFRXQWDELOLW\��
7KH�%D
WK
V�FHQWHU�EXLOGLQJ�HIIRUWV�FDQ�EH�FRQVLGHUHG�WR�IDOO�LQWR�WKUHH�

SKDVHV��

������������ 7KH�6WUXJJOH�IRU�3RZHU�DQG�3ROLF\�

7KH�ILUVW�WKUHH�\HDUV�RI�%D
WK�UXOH�ZHUH�FKDUDFWHUL]HG�E\�D�VWUXJJOH�IRU�SRZHU�
����EHWZHHQ�WKH�%D
WK�DQG�ULYDO�SROLWLFDO�IRUFHV�DQG�����EHWZHHQ�\RXQJHU��UXUDO�
UDGLFDOV�LQ�WKH�SDUW\�DQG�WKH�ROGHU��PRUH�PRGHUDWH��SDUW\�IRXQGHUV��7KH�
PRGHUDWHV�FRQWHVWHG�WKH�UDGLFDOV
�GHFLVLRQ�WR�LPSRVH�D�/HQLQLVW�6WDWH�DQG�
VRFLDO�UHYROXWLRQ�RQ�6\ULD��7KH�PRGHUDWHV�ZDQWHG�D�PRUH�OLEHUDO�$UDE��
XQLRQLVW�FRXUVH�ZKLFK�ZRXOG�DSSHDVH�WKH�%D
WK
V�RSSRQHQWV��WKH�PRGHUDWHV�

���2Q�HOLWH�FRPSRVLWLRQ��VHH�9DQ�'XVHQ���6\ULD��'RZQIDOO�RI�D�7UDGLWLRQDO�(OLWH���
HVSHFLDOO\�SS����������1LNRODV�9DQ�'DP��7KH�6WUXJJOH�IRU�3RZHU�LQ�6\ULD��1HZ�<RUN��
�������HVSHFLDOO\�SS���������DQG�WDEOHV�LQ�WKH�DSSHQGL[��5RQDOG�5REHUW�0DFLQW\UH��
�7KH�$UDE�%D
WK�6RFLDOLVW�3DUW\��,GHRORJ\��3ROLWLFV��6RFLRORJ\�DQG�2UJDQL]DWLRQ��
�3K�'��GLVV���$XVWUDOLDQ�1DWLRQDO�8QLYHUVLW\���������DQG�$YUDKDP�%HQ�7VXU���7KH�
1HR�%D
WK�3DUW\�RI�6\ULD���-RXUQDO�RI�&RQWHPSRUDU\�+LVWRU\��������������������
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ZHUH�DOVR�ILJKWLQJ�D�UHDUJXDUG�DFWLRQ�DJDLQVW�WKHLU�ORVV�RI�SRZHU�LQ�WKH�SDUW\�WR�
WKH�ODUJHO\�UDGLFDO�RIILFHU�SROLWLFLDQV�ZKR�KDG�EURXJKW�WKH�%D
WK�WR�SRZHU�DQG�
LQHYLWDEO\�FODLPHG�D�OLRQ
V�VKDUH�RI�WKH�OHDGHUVKLS��,QWHUORFNHG�ZLWK�WKLV�PDMRU�
FOHDYDJH�ZHUH�ULYDOULHV�EHWZHHQ�SURPLQHQW�SDUW\�RIILFHUV��QRWDEO\�-HGLG��
8PUDQ��DQG�+DIL]��HDFK�RI�ZKRP�XVHG�VHFWDULDQ�ULYDOULHV�DQG�WLHV�WR�HQKDQFH�
KLV�SRVLWLRQ��
)RU�PRVW�RI�WKLV�SHULRG�WKH�UDGLFDOV�KHOG�WKH�XSSHU�KDQG�DQG�ZRUNHG�WR�

WLJKWHQ�WKH�JULS�RI�WKH�SDUW\�RYHU�WKH�6WDWH�DQG�WKHQ��LQ�D� VHULHV�RI�
QDWLRQDOL]DWLRQV��RYHU�WKH�KHLJKWV�RI�WKH�HFRQRP\��$�VHW�RI�SDUW\�FROO«JLDO�
ERGLHV�DQG�DVVHPEOLHV��IRUPDOO\�UXQ�DORQJ�GHPRFUDWLF�FHQWUDOLVW�OLQHV��ZDV�
HUHFWHG�LQVSLWH�RI�LQWUD�HOLWH�FRQIOLFWV�DQG�LQGHHG��IRU�WKUHH�\HDUV��KHOSHG�WR�
FRQWDLQ�WKHP��%XW�EHFDXVH�WKH�RXWFRPHV�RI�FRQIOLFWV�GHSHQGHG�WRR�PXFK�RQ�
RUJDQL]DWLRQDO�PDQHXYHUV��� WKH�SXUJH�RI�RSSRQHQWV��WKH�EHQGLQJ�RI�UXOHV���
WKH\�ZHUH�QRW�UHJDUGHG�DV� OHJLWLPDWH�E\�WKH�ORVHUV��+HQFH��HDFK�IDFWLRQ�
VWUXJJOHG�WR�PRELOL]H�FRHUFLYH�VXSSRUW�LQ�WKH�PLOLWDU\��DQG��LQ�WKH�XOWLPDWH�
�����VKRZGRZQ��FRPSHWLWLYH�PLOLWDU\�PRELOL]DWLRQ�SURYHG�GHFLVLYH��7KH�
PRGHUDWHV�ZHUH�RXVWHG�IURP�SRZHU��ODUJHO\�EHFDXVH�WKHLU�FRXUVH�KDG�
WKUHDWHQHG�WKH�SRZHU�RI�PXFK�RI�WKH�QHZ�HOLWH�DV�ZHOO�DV�LWV�YLVLRQ�RI�
UHYROXWLRQ��%HFDXVH�XUEDQ�DQG�6XQQL�HOHPHQWV�ZHUH�GLVSURSRUWLRQDWHO\�LQ�WKH�
PRGHUDWH�FDPS��LWV�IDOO�HQKDQFHG�WKH�UXUDO�PLQRULWDULDQ�IODYRU�RI�WKH�%D
WK�
HOLWH�FRUH���

������������ 'RPLQDQFH�RI�WKH�5DGLFDOV�

8QGHU�WKH�VHFRQG���-HGLG���RU�UDGLFDO�%D
WK�UHJLPH��WKH�HOLWH�ZRUNHG�WR�
FRQVROLGDWH�WKH�SDUW\
V�SRVLWLRQ�DQG�FRXUVH��,Q�VSLWH�RI�ILHUFH�UHVLVWDQFH�IURP�
WKH�ROG�HVWDEOLVKPHQW��LWV�HWDWLVW�SRSXOLVW�SROLFLHV��� QDWLRQDOL]DWLRQV��VWDWH�OHG�
GHYHORSPHQW��DQG�ODQG�UHIRUP��� ZHUH�SXVKHG�DKHDG��7KH�SROLWLFDO�V\VWHP���
WKH�SDUW\�PDFKLQH�DQG�LWV�PDVV�RUJDQL]DWLRQV��� WRRN�VKDSH��$�FDPSDLJQ�
DJDLQVW�WUDGLWLRQDO�$UDE�UHJLPHV�DQG�:HVWHUQ�LQWHUHVWV�LQ�WKH�0LGGOH�(DVW�DQG�
VXSSRUW�IRU�WKH�3DOHVWLQLDQ�JXHULOODV�H[SUHVVHG�WKH�%D
WK
V�DWWHPSW�WR�
FKDOOHQJH�LWV�UHJLRQDO�HQYLURQPHQW��7KH� UHJLPH�GLG� EHJLQ�WR�ZLQ�D�
FRQVWLWXHQF\�DPRQJ�VPDOO�HPSOR\HHV��ZRUNHUV��DQG�SHDVDQWV��7KH�UDGLFDO�
GULYH�ZDV��KRZHYHU��DERUWHG�ZLWKLQ�ILYH�\HDUV�E\�WKH�EUHDNXS�RI�WKH�HOLWH�
FRDOLWLRQ�ZKLFK�KDG�VXSSRUWHG�LW��$OWKRXJK�SHUVRQDO�DQG�VHFWDULDQ�ULYDOULHV�
KDG�DOUHDG\�ZHDNHQHG�LWV�VROLGDULW\��WKH������GHIHDW��XQGHUPLQLQJ�IDLWK�LQ�D�
UDGLFDO�FRXUVH�DQG�VSOLWWLQJ�WKH�HOLWH�RYHU�KRZ�WR�GHDO�ZLWK�LWV�FRQVHTXHQFHV��
ZDV�FKLHIO\�UHVSRQVLEOH�IRU�WKLV��*UDGXDOO\��D�QHZ��ULJKW�ZLQJ��HPHUJHG�LQVLGH�
WKH�UHJLPH�OHG�E\�*HQHUDO�+DIL]�DO�$VDG�ZKLFK�SURSRVHG�WKDW�WKH�UHYROXWLRQ�

���5DELQRYLFK��6\ULD�8QGHU�WKH�%D
WK���DOVR��0XQLI�DU�5D]]D]��DO�7DMULED�DO�0XUUD�
�%HLUXW���������
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EH�VXVSHQGHG�LQ�WKH�LQWHUHVW�RI�6\ULDQ�DQG�$UDE�XQLW\�DJDLQVW�,VUDHO��:KHQ�
HIIRUWV�WR�UHDFK�D�FRPSURPLVH�LQ�SDUW\�DVVHPEOLHV�IDLOHG��D�YLUWXDO�GXDOLW\�RI�
SRZHU�HPHUJHG�LQ�ZKLFK�WKH�SDUW\�OHDGHUVKLS�ORVW�FRQWURO�RYHU�WKH�PLOLWDU\�WR�
$VDG��ZKHQ�WKH�OHDGHUVKLS�DWWHPSWHG�WR�GLVPLVV�KLP��LW�ZDV�RYHUWKURZQ�LQ�D�
PLOLWDU\�FRXS��
,Q�WKH�LPPHGLDWH�VHQVH��WKH�IDOO�RI�WKH�UDGLFDOV�UHVXOWHG�IURP�SHUVRQDO�SRZHU�

ULYDOULHV��� EHWZHHQ�$VDG�DQG�-HGLG��� DQG�FRQIOLFWV�RYHU�WKH�SURSHU�FRXUVH�IRU�
GHDOLQJ�ZLWK�WKH�QHZ�,VUDHOL�H[SDQVLRQ�LQWR�$UDE�ODQGV��%XW�LW�DOVR�UHIOHFWHG�
WKH�LQDELOLW\�RI�WKH�UDGLFDO�OHDGHUVKLS�WR�PRELOL]H�WKH�PDVVHV�HQRXJK�WR�EUHDN�
FRQWLQXLQJ�UHVLVWDQFH�E\�WKH�RSSRVLWLRQ��WR�IRUJH�D�VXIILFLHQWO\�LGHRORJLFDOO\�
GLVFLSOLQHG�SDUW\��WR�VXEPLW�WKH�PLOLWDU\�WR�SDUW\�FRQWURO��DQG�WR�GHYLVH�D�
ZRUNDEOH�VWUDWHJ\�IRU�DGYDQFLQJ�UHYROXWLRQDU\�QDWLRQDOLVP�LQ�WKH�0LGGOH�
(DVW�DW�DQ�DFFHSWDEOH�FRVW���

�����"��� 7KH�1HZ�5HDOLVWV�

8QGHU�WKH�WKLUG�%D
WK�UHJLPH��WKDW�RI�$VDG��WKH�FRPSRVLWLRQ�RI�WKH�HOLWH�KDV�
EDUHO\�DOWHUHG��EXW�WKH�VWUXFWXUH�DQG�RULHQWDWLRQ�RI�WKH�VWDWH�FHQWHU�KDYH�
VLJQLILFDQWO\�FKDQJHG��7KH�$VDG�OHDGHUVKLS�ODUJHO\�DEDQGRQHG�WKH�HIIRUW�WR�
FDUU\�WKH�UHYROXWLRQ�IRUZDUG��HLWKHU�LQVLGH�RU�RXWVLGH�6\ULD��DQG�FRQWHQWHG�
LWVHOI�ZLWK�HIIRUWV�WR�FRQVROLGDWH�%D
WK�UXOH��EURDGHQ�WKH�EDVH�RI�WKH�UHJLPH�
WKURXJK�DFFRPPRGDWLRQ�ZLWK�RSSRVLWLRQ�HOHPHQWV��DQG�EXLOG�DQ�DUP\�DQG�DQ�
$UDE�DOOLDQFH�DEOH�WR�UHFRYHU�WKH�WHUULWRULHV�ORVW�WR�,VUDHO��
2ZLQJ�WR�WKHVH�FKDQJHG�JRDOV�DQG�KLV�DZDUHQHVV�RI�WKH�SUHFDULRXVQHVV�RI�

LQVWLWXWLRQDO�DXWKRULW\�DQG� WKH�VXVFHSWLELOLW\�RI�FROO«JLDO�OHDGHUVKLS�WR�
IDFWLRQDOLVP�LQ�WKH�%D
WK�6WDWH��$VDG�SHUVRQDOL]HG�DQG�FRQFHQWUDWHG�SRZHU�LQ�
D�GRPLQDQW�SUHVLGHQF\�ZKLFK�UDLVHG�KLP�DERYH�WKH�UHVW�RI�WKH�HOLWH�DQG�RWKHU�
SRZHU�LQVWLWXWLRQV�RI�WKH�6WDWH��� SDUW\��FDELQHW��DQG�JHQHUDO�VWDII��$VDG�
FRQVWUXFWHG�KLV�SRZHU�RQ�VHYHUDO�EDVHV��D�QHWZRUN�RI�SHUVRQDO�$ORXLWH�FOLHQWV�
GRPLQDWLQJ�VWUDWHJLF�OHYHUV�RI�WKH�PLOLWDU\�SROLFH�DSSDUDWXV��LQFOXGLQJ�VHYHUDO�
SUDHWRULDQ�JXDUGV�GHWDFKPHQWV��DQG�DQ�DOOLDQFH�ZLWK�6XQQL�RIILFHUV�DQG�SDUW\�
SROLWLFLDQV��+H�WULHG�WR�EURDGHQ�WKH�EDVH�RI�KLV�UHJLPH�E\�FRRSWLQJ�D�ELJJHU�
SURSRUWLRQ�RI�XUEDQ�6XQQLV�LQWR�WKH�SDUW\�OHDGHUVKLS�DQG�PLGGOH�FODVV�
WHFKQRFUDWV�DQG�PHPEHUV�RI�WKH�QRQ�%D
WK�SURJUHVVLYH�SDUWLHV�LQWR�JRYHUQ��
PHQW��7KH�SURPLQHQFH�RI�$ORXLWHV�DW�WKH�YHU\�DSH[�RI�WKH�UHJLPH��KRZHYHU��
SUREDEO\�PDUNV�\HW�DQRWKHU�LQFUHDVH�LQ�WKH�SRZHU�RI�WKLV�VHFWDULDQ�JURXS�DQG�
KDV� FRQWULEXWHG�WR� LQWHU�HOLWH�VHFWDULDQ�WHQVLRQV�ZKLFK��� DV� LGHRORJLFDO�

���6HH�6H\PRXU�0DUWLQ���7KH�'\QDPLFV�RI�3RZHU�LQ�6\ULD�6LQFH�WKH�%UHDN�:LWK�
(J\SW���0LGGOH�(DVWHUQ�6WXGLHV������������DOVR�3HWUDQ��6\ULD���SS�������������������
9DQ�'DP��6WUXJJOH�IRU�3RZHU���SS���������DQG�7DTULU�DO�6L\DVL�DO�0XWDPLU�4DZPL�

$VKXU�DO�,VWHWKQDL�>3ROLWLFDO�UHSRUW�RI�WKH���WK�H[WUDRUGLQDU\�QDWLRQDO�FRQJUHVV@�
�'DPDVFXV���������
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FRQIOLFWV�GHFOLQH��� KDYH�EHFRPH�PRUH�VDOLHQW��%XW�$VDG�KDV�EHHQ�FDUHIXO�QRW�
WR�EHFRPH�LGHQWLILHG�DV�OHDGHU�RI�DQ�$ORXLWH�EORFN�DQG�KDV�SOD\HG�D�EDODQFLQJ�
EURNHUDJH�UROH�EHWZHHQ�VHFWDULDQ�WLQJHG�IDFWLRQV��+H�VHHPV�WR�KDYH�IRUJHG�D�
PRUH�FRKHVLYH�DQG�VWDEOH��DOEHLW�QR�PRUH�LQVWLWXWLRQDOL]HG��FHQWHU�RI�DXWKRULW\�
IRU�WKH�%D
WK�6WDWH��
$V�WKH�LGHRORJLFDO�LPSHWXV�DPRQJ�WKH�HOLWH�DSSDUHQWO\�H[KDXVWV�LWVHOI��WZR�

RWKHU�RULHQWDWLRQV�KDYH�HPHUJHG�PRUH�VWURQJO\��D�WHFKQRFUDWLF�SUDJPDWLVP�
ZKLFK�SODFHV�HFRQRPLF�JURZWK�RYHU�VRFLDO�HTXDOLW\�DQG�D��QHRSDWULPRQLDO��
WHQGHQF\�E\�HOLWHV�WR�WUHDW�WKH�6WDWH�DV�WKHLU�SULYDWH�SURSHUW\��PDQLIHVWHG�LQ�WKH�
JURZWK�RI�FRUUXSWLRQ�DQG�WKH�XVH�RI�SROLWLFDO�SRZHU�IRU�SULYDWH�JDLQ��7KHVH�
WHQGHQFLHV�DUH�VXEWO\�WUDQVIRUPLQJ�WKH�SRZHU�HOLWH�IURP�SHWLW�ERXUJHRLV�
RXWVLGHUV�LQWR�D� QHZ��VWDWH�ERXUJHRLVLH���7KHUH�LV�\HW�OLWWOH�PRYHPHQW��
KRZHYHU��WRZDUG�LWV�DPDOJDPDWLRQ�ZLWK�WKH�ROG�SULYDWH�ERXUJHRLVLH�WR�
SURGXFH�D�QHZ�XQLILHG�FRQVHUYDWLYH�XSSHU�FODVV����

6758&785$/� %$6(�2)�7+(� 5(*,0(�

7KH�%D
WK�UHJLPH�UHVWV�RQ�WKUHH�RYHUODSSLQJ�VWUXFWXUHV��WKH�SDUW\�V\QGLFDWH�
DSSDUDWXV��WKH�PLOLWDU\�SROLFH�HVWDEOLVKPHQW��DQG�WKH�VWDWH�EXUHDXFUDF\��7KH�
DUFKLWHFWV�RI�WKH�UHJLPH�RVWHQVLEO\�VHW�RXW�WR�EXLOG�D�/HQLQLVW�VW\OH�UHJLPH�LQ�
ZKLFK�WKH�SDUW\��IRUJHG�LQWR�DQ�LGHRORJLFDOO\�GLVFLSOLQHG�YDQJXDUG��ZRXOG�
SHQHWUDWH�VRFLHW\��E\SDVVLQJ�WUDGLWLRQDO�LQIOXHQWLDOV��WR�PRELOL]H�WKH�PDVVHV��
DQG�GLUHFW�DQG�GULYH�WKH�VWDWH�DSSDUDWXV�LQ�WKH�UHYROXWLRQDU\�WUDQVIRUPDWLRQ�
RI�VRFLHW\��7KLV�HIIRUW�IHOO�IDU�VKRUW�RI�LWV�JRDO�DQG�E\�WKH�VHYHQWLHV�KDG�ODUJHO\�
H[KDXVWHG�LWVHOI��EXW�LW�GLG�UHVXOW�LQ�D�IRUPLGDEOH�SROLWLFDO�PDFKLQH�ZKLFK�KDV�
KHOSHG�WR�RUJDQL]H�D�FRQVWLWXHQF\�IRU�WKH�UHJLPH��H[WHQG�LWV�FRQWURO�RYHU�
VRFLHW\��DQG�FRQVROLGDWH�LWV�UXOH��

7KH�3ROLWLFDO�$SSDUDWXV�

$�SDUW\�DSSDUDWXV��FRQVWUXFWHG�RI�D�VHULHV�RI�DVVHPEOLHV�UXQQLQJ�XSZDUG�
DQG�H[HFXWLYH�DQG�VSHFLDOL]HG�EXUHDXV�UXQQLQJ�GRZQZDUG��DQG�OLQNHG�WR�D�
VHULHV�RI�DX[LOLDU\�RUJDQL]DWLRQV�IRU�SHDVDQWV��ZRUNHUV��DUWLVDQV��\RXWK��
ZRPHQ��DQG�SURIHVVLRQDOV��QRZ�VWUHWFKHV�IURP�WKH�FHQWHU�WR�WKH�EDVH�RI�
VRFLHW\��,Q�WKH�PRELOL]DWLRQ�RI�QXPEHUV�LW�KDV�QRW�SHUIRUPHG�EDGO\��WKH�SDUW\�
SRVVHVVHV�DERXW���������FDGUHV�DQG�WKURXJK�LWV�DX[LOLDULHV�KDV�RUJDQL]HG�
DERXW�RQH�WKLUG�RI�WKH�SRSXODWLRQ��0RUHRYHU��WKLV�EDVH�KDV�D� SRSXODU�

����7KH�EHVW�ZRUN�RQ�WKH�$VDG�UHJLPH�WR�GDWH�DUH��0RVKH�0DR]���6\ULD�8QGHU�
+DIL]�DO�$VDG��1HZ�'RPHVWLF�DQG�)RUHLJQ�3ROLFLHV��-HUXVDOHP�3DSHUV�RQ�3HDFH�
3UREOHPV���������DQG�$GLE�'DUZLVKD���6\ULD�8QGHU�$VDG�����������7KH�&HQWUHV�RI�
3RZHU���*RYHUQPHQW�DQG�2SSRVLWLRQ�����QR�����6XPPHU���������
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FKDUDFWHU��PXFK�RI�LW�KDYLQJ�EHHQ�UHFUXLWHG�IURP�WKH�ORZHU�PLGGOH�DQG�ORZHU�
FODVVHV��LQ�WKH�FRXQWU\VLGH��ZKHUH�LWV�EDVH� LV�ZLGHVW��WKH�W\SLFDO�%D
WKL�
RUJDQL]DWLRQ�LV�PDGH�XS�RI�HGXFDWHG�YLOODJH�\RXWK�DQG�VPDOO�DQG�PLGGOH�
SHDVDQWV��
$OWKRXJK�WKLV�EDVH�LV�JHQHUDOO\�OR\DO�DQG�LQIXVHG�ZLWK�D�QDWLRQDOLVW�SRSXOLVW�

RULHQWDWLRQ��WKH�HIIRUW�WR�PDNH�RI�LW�DQ�LGHRORJLFDOO\�GLVFLSOLQHG�DSSDUDWXV�KDV�
KDG�PRGHVW�VXFFHVV��$�VHW�RI�IRUPDO�VHOHFWLRQ�DQG�VRFLDOL]DWLRQ�VWUXFWXUHV�DQG�
D�V\VWHP�RI�SDUW\�VFKRROV�ZHUH�VHW�XS��%XW��RZLQJ�WR�WKH�SDUW\
V�QHHG�WR�UDSLGO\�
UHFRQVWUXFW�LWVHOI�VXEVHTXHQW�WR�WKH�SRZHU�VHL]XUH��DQG�GXH�WR�LQWUD�HOLWH�
FRQIOLFWV�ZKLFK�LPSHOOHG�ULYDOV�WR�PD[LPL]H�WKHLU�IROORZLQJ�LQ�SDUW\�EDVHV��
UHFUXLWPHQW�SURFHGXUHV�ZHUH�RIWHQ�E\SDVVHG��DQG�SDUW\�UDQNV�ZHUH�IORRGHG�
ZLWK�QHZFRPHUV�DV�PXFK�RQ�WKH�EDVLV�RI�IULHQGVKLS��NLQVKLS��DQG�VHFWDULDQ�WLHV�
DV�LGHRORJLFDO�FRPPLWPHQW��,Q�DGGLWLRQ��WKH�FRQVWDQW�DWWULWLRQ�GXULQJ�LQWUD��
HOLWH�FRQIOLFWV�RI�ROG�PHPEHUV�ZKR�KDG�VHUYHG�WKH�SDUW\�EHIRUH�LWV�SRZHU�
VHL]XUH�DQG� WKHLU�UHSODFHPHQW�E\�QHZFRPHUV�IUHTXHQWO\�GUDZQ�E\�WKH�
DGYDQWDJHV�RI�PHPEHUVKLS�LQ�D�UXOLQJ�SDUW\��GLOXWHG�LGHRORJLFDO�FRPPLWPHQW�
ZLWK�FDUHHULVP��5HFUXLWPHQW�PRWLYDWLRQV�ZHUH�WKXV�SHUVRQDO��SULPRUGLDO��DQG�
FDUHHULVW��DV�ZHOO�DV�LGHRORJLFDO��7KH�TXDOLW\�RI�WKH�SDUW\�FDGUH�KDV�EHHQ�
FRUUHVSRQGLQJO\�PL[HG��6RPH�GR�KDYH�PRUH�WKDQ�D�SDVVLQJ�UHVHPEODQFH�WR�
WKH�LGHDO�LGHRORJLFDOO\�GLVFLSOLQHG�PLOLWDQW�H[HUFLVLQJ�OHDGHUVKLS�LQ�WKH�ORFDO�
FRPPXQLW\��%XW�WKH�DOO�WRR�IUHTXHQW�GHYLDWLRQV�IURP�WKLV�UROH�DUH�FDWDORJXHG�
LQ�SDUW\�GRFXPHQWV���SHUVRQDO��UDWKHU�WKDQ�D�WHDP�VW\OH�RI�ZRUN��QHJOLJHQFH��
�IHYHULVK�FUDYLQJ�IRU�EHQHILWV�DQG�SRVWV���EXUHDXFUDWLF�DWWLWXGHV�WRZDUG�WKH�
PDVVHV���UHYROXWLRQDU\�FKDWWHULQJ���L�H�� LGOH�WDON�RI�UHYROXWLRQ�ZLWKRXW�
FRQFHUQ�IRU�WKH�FRQFUHWH�PHWKRGV�RI�FDUU\LQJ�LW�RXW���DQG��VLFN���WULEDO��
VHFWDULDQ��UHODWLRQV��
7KH�SHUIRUPDQFH�RI�WKH�SROLWLFDO�PDFKLQH�KDV�EHHQ�QR�EHWWHU�WKDQ�WKH�

PDWHULDO�RXW�RI�ZKLFK�LW�LV�PDGH��,Q� WKH�FRXQWU\VLGH��ZKHUH�LW�LV�EHVW�
HVWDEOLVKHG��WKH�SDUW\�DQG�SHDVDQW�XQLRQ�KDYH�EHHQ�WRR� LQIHFWHG�ZLWK�
WUDGLWLRQDO�DQG�EXUHDXFUDWLF�WUDLWV�WR�FDUU\�RXW�WKH�UHYROXWLRQ�IRU�ZKLFK�WKH\�
ZHUH�IRUJHG��7KH\�KDYH�EHHQ�XQDEOH�WR�H[FOXGH�WKH�VHFWDULDQ��ORFDOLVWLF��DQG�
NLQVKLS�ULYDOULHV�ZKLFK�GLYLGH�6\ULDQ�VRFLHW\��SUHYHQW�ORFDO�QRWDEOHV�IURP�
RFFDVLRQDOO\�LQILOWUDWLQJ�DQG�GHUDLOLQJ�WKHLU�ZRUN��RU�NHHS�FDGUHV�IURP�
EHFRPLQJ�HQJURVVHG�LQ�WKH�EXLOGLQJ�DQG�VHUYLFLQJ�RI�SHUVRQDO�FOLHQWDJH�
QHWZRUNV��,W�KDV�EHHQ�GLIILFXOW�WR�JHW�ORFDO�OHDGHUV�RXW�RI�WKHLU�RIILFHV�DQG�LQWR�
WKH�ILHOG�WR�H[HUFLVH�LQQRYDWLYH�OHDGHUVKLS�LQ�WKH�YLOODJH�DQG�WR�IROORZ�
VXVWDLQHG��V\VWHPDWLF�PHWKRGV�RI�SODQQLQJ�DQG�ZRUN��
6WLOO��LQ�VSLWH�µI�WKHVH�EXUHDXFUDWLF�DQG�WUDGLWLRQDOLVWLF��GHYLDWLRQV���WKH�

%D�WK�SROLWLFDO�RUJDQL]DWLRQ�GRHV� UHSUHVHQW�DQ� LQQRYDWLRQ�LQ�SROLWLFDO�
WHFKQRORJ\�ZKLFK�KDV� KHOSHG�VHUYH�WKH�JRDOV� RI�WKH�UHJLPH�DQG� LWV�
FRQVWLWXHQF\��,Q�LWV�YROXQWDULVWLF�UHFUXLWPHQW�IURP�D�ORFDO�EDVH�DQG�LQ�LWV�
SURYLVLRQ�RI�FKDQQHOV�IRU�WKH�IORZ�RI�FRPPXQLFDWLRQ�DQG�SROLWLFDO�PRELOLW\�
XSZDUG�IURP�WKLV�EDVH��LW�LV�VRPHWKLQJ�PRUH�WKDQ�D�PHUH�QHZ�EXUHDXFUDF\��,Q�
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LWV�UHODWLYHO\�PRGHUQ�RUJDQL]DWLRQDO�QRUPV�DQG�WDVN�RULHQWDWLRQ��DQG�LQ�WKH�
ODFN�RI�JUHDW�DV\PPHWULHV�LQ�WKH�SHUVRQDO�UHVRXUFHV�RI�OHDGHUV�DQG�IROORZHUV��LW�
LV�PRUH�WKDQ�D�WUDGLWLRQDO�FOLHQWDJH�QHWZRUN��,Q�WKH�FRXQWU\VLGH��WKLV�PDFKLQH�
KDV�EHHQ�DEOH�WR�SHQHWUDWH�WKH�IRUPHUO\��HQFDSVXODWHG��YLOODJH��E\SDVVLQJ�WKH�
WUDGLWLRQDO�JDWHNHHSHUV�ZKLFK�IRUPHUO\�PHGLDWHG�EHWZHHQ�JRYHUQPHQW�DQG�
WKH�PDVVHV��7R�EH�VXUH��D�SDUW�RI�WKH�W\SLFDO�YLOODJH�UHPDLQV�XQGHU�WKH�VZD\�RI�
WUDGLWLRQDO�]DLP�RU�ODQGORUGV��RU�LV�SROLWLFDOO\�LQHUW��EXW�WKURXJK�LWV�SROLWLFDO�
RUJDQL]DWLRQ�WKH�UHJLPH�KDV�HVWDEOLVKHG�VWURQJSRLQWV�DQG�D�FRQVWLWXHQF\�
WKURXJKRXW�WKH�FRXQWU\VLGH��7KLV�QHWZRUN�RI�FRQWURO�KDV�KHOSHG�OLPLW�WKH�
DFFHVV�RI�RSSRVLWLRQ�IRUFHV�WR�WKH�PDVVHV�DQG��FXWWLQJ�DFURVV�VHFWDULDQ��XUEDQ��
UXUDO��DQG�UHJLRQDO�FOHDYDJHV��KHOSHG�WR�FRQWDLQ�WKH�FHQWULIXJDO�IRUFHV�LQ�
6\ULDQ�VRFLHW\��,W� KDV� DOVR� EHHQ�DQ� LQGLVSHQVDEOH�DLG� LQ�WKH�VRFLDO�
UHRUJDQL]DWLRQ�DQG�WHFKQLFDO�LQQRYDWLRQ�WKH�UHJLPH�KDV�EHHQ�DEOH�WR�EULQJ�WR�
WKH�YLOODJH��2Q�WKH�RWKHU�KDQG��WKH�UHJLPH�KDV�EHHQ�PXFK�OHVV�VXFFHVVIXO�LQ�WKH�
FLW\��DERXW�RQH�KDOI�RI�WKH�ZRUNLQJ�FODVV�KDV�EHHQ�RUJDQL]HG��EXW�WKH�OR\DOWLHV�
RI�WKH�PDVVHV�LQ�WKH�JUHDW�WUDGLWLRQDO�XUEDQ�TXDUWHUV�UHPDLQ�DWWDFKHG�WR�WKH�
%D
WK
V�XODPD�DQG�QRWDEOH�ULYDOV����

7KH�6WDWH�$SSDUDWXV�

:KHQ�WKH�%D
WK�FDPH�WR�SRZHU��6\ULD�GLG�QRW�SRVVHVV�DQ�HIILFLHQW�VWDWH�
EXUHDXFUDF\��PXFK�OHVV�D�GHYHORSPHQW�RULHQWHG�RQH��<HW�WKH�SDUW\�LPSRVHG�
LWVHOI�DWRS�WKH�H[LVWLQJ�EXUHDXFUDF\�DQG�VHW�RXW�WR�LPSDUW�D�UHYROXWLRQDU\�DQG�
GHYHORSPHQWDO�GULYH�WR�LW�DQG�WR�JUHDWO\�H[SDQG�LW�DQG�LWV�IXQFWLRQV�WKURXJK�
QDWLRQDOL]DWLRQV�DQG�DQ�DPELWLRXV�GHYHORSPHQW�SODQ��$�ZKROH�QHZ�VHW�RI�
GHYHORSPHQW�DJHQFLHV�DQG�D�ODUJH�SXEOLF�VHFWRU�HPHUJHG�DV�D�UHVXOW�RI�WKLV�
HIIRUW��$�JUHDWHU�GHYHORSPHQW�RULHQWDWLRQ�GRHV�VHHP�WR�KDYH�EHHQ�LPSDUWHG�WR�
WKH�EXUHDXFUDF\�DQG��DW�OHDVW�DPRQJ�RIILFLDOV�UHFUXLWHG�IURP�DQG�FORVH�WR�WKH�
ORFDO�FRPPXQLW\��D�JUHDWHU�VHUYLFH�RULHQWDWLRQ��7KH�EXUHDXFUDF\�KDV�EHFRPH�
WKH�FHQWUDO�LQVWUXPHQW�RI�DQ�HWDWLVW�GHYHORSPHQW�VWUDWHJ\�WKDW�FDQ�FODLP�UHDO�
DFKLHYHPHQWV��0RUHRYHU��WKH�VWDWH�PDFKLQH�KDV�SURYHQ�LWV�YDOXH�DV�DQ�
LQVWUXPHQW�RI�SROLWLFDO�FRQVROLGDWLRQ��7KH�PDVVLYH�UHFUXLWPHQW�RI�SDUWLVDQV�
DQG�WKH�HFRQRPLF�GHSHQGHQFH�RI�QXPHURXV�HPSOR\HHV�RQ�WKH�UHJLPH�KDYH�
PDGH�WKH�EXUHDXFUDF\�D�ODUJHO\�FRPSOLDQW�LQVWUXPHQW�LQ�WKH�KDQGV�RI�WKH�
%D
WK��RZLQJ�WR�VXEVWDQWLDO�LQFUHDVHV�LQ�LWV�SHQHWUDWLYH�DELOLW\�DQG�LQ�WKH�

������5D\PRQG�+LQQHEXVFK���3ROLWLFDO�5HFUXLWPHQW�DQG�6RFLDOL]DWLRQ�LQ�6\ULD��7KH�
&DVH�RI�WKH�5HYROXWLRQDU\�<RXWK�)HGHUDWLRQ����,QWHUQDWLRQDO�-RXUQDO�RI�0LGGOH�(DVW�
6WXGLHV������������6HH�DOVR�P\�DUWLFOHV���6\ULD��7KH�5ROH�RI�,GHRORJ\�DQG�3DUW\�
2UJDQL]DWLRQ�LQ�/RFDO�'HYHORSPHQW��LQ�/RFDO�3ROLWLFV�DQG�'HYHORSPHQW�LQ�WKH�
0LGGOH�(DVW���HG��/RXLV�-��&DQWRUL�DQG�,OL\D�+DULN��%RXOGHU��&RORUDGR���������DQG�
�/RFDO�3ROLWLFV�LQ�6\ULD��2UJDQL]DWLRQ�DQG�0RELOL]DWLRQ�LQ�)RXU�9LOODJH�&DVHV���
0LGGOH�(DVW�-RXUQDO�����QR������������

This content downloaded from 138.251.73.6 on Wed, 04 Mar 2015 09:15:54 UTC
All use subject to JSTOR Terms and Conditions

http://www.jstor.org/page/info/about/policies/terms.jsp


���� $UDE�6WXGLHV�4XDUWHUO\�

GHSHQGHQFH�RI�WKH�SRSXODWLRQ�RQ�LW�IRU�HVVHQWLDO�VHUYLFHV��LW�GRPLQDWHV�6\ULDQ�
VRFLHW\�DV�QHYHU�EHIRUH��
1HYHUWKHOHVV��WKH�FDSDFLWLHV�RI�WKH�VWDWH�PDFKLQH�KDYH�IDOOHQ�ZHOO�VKRUW�RI�

WKH�IRUPLGDEOH�UHVSRQVLELOLWLHV�DVVLJQHG�WR�LW��WKH�PRELOL]DWLRQ�DQG�LQYHVWPHQW�
RI�FDSLWDO��WKH�LPSOHPHQWDWLRQ�RI�GHYHORSPHQW�SURJUDPV��DQG�WKH�UHJXODWLRQ�
RI�VRFLHW\�LQ�WKH�LQWHUHVW�RI�HTXLW\��,W�KDV�VLPSO\�IDLOHG�WR�GHYHORS�HIILFLHQW�
WRROV�WR�SHUIRUP�PDQ\�RI�WKHVH�IXQFWLRQV��7KH�SODQQLQJ�DSSDUDWXV�UHPDLQV�
UXGLPHQWDU\��FRQILQHG�WR�OLWWOH�PRUH�WKDQ�WKH�SURMHFWLRQ�RI�EXGJHWV��XQDEOH�WR�
KROG�VWDWH�DJHQFLHV�WR�SODQ�REMHFWLYHV��DQG�ODFNLQJ�WKH�PDFUR�HFRQRPLF�WRROV�
WR�HIIHFWLYHO\�FRQWURO�WKH�PDUNHW��7KH�EXUHDXFUDF\�DQG�SXEOLF�VHFWRU�KDYH�
SURYHQ�LQHIILFLHQW�LQ�H[WUDFWLQJ�D�FDSLWDO�VXUSOXV�IURP�WKH�HFRQRP\�DQG��LQ�WKH�
HIIRUW�WR�PD[LPL]H�HPSOR\PHQW��KDYH�GLVVLSDWHG�PXFK�RI�ZKDW�LV�H[WUDFWHG�RQ�
VDODULHV��
,QFHQWLYH�DQG�SHUVRQQHO�SUDFWLFHV�KDYH�IDLOHG�WR�VXIILFLHQWO\�UHFUXLW��WUDLQ��

DQG�PRWLYDWH�QHHGHG�VNLOOHG�PDQSRZHU��,QGXVWU\�DQG�DJULFXOWXUH�VXIIHU�IURP�
D�VFDUFLW\�RI�WHFKQLFDO�FDGUHV����� 'LVFULPLQDWLRQ�DJDLQVW�WKH�XUEDQ�ERXUJHRL��
VLH��DUP\�FRQVFULSWLRQ��VODVKLQJ�RI�EXUHDXFUDWLF�VDODULHV��DQG�WKH�DELOLW\�RI�
RWKHU�QHDUE\�6WDWHV�WR�RIIHU�PXFK�KLJKHU�VDODULHV�KDYH�DOO�OHG�WR�D�GDPDJLQJ�
�EUDLQ�GUDLQ��IURP�SXEOLF�VHUYLFH��LQ�JRRG�SDUW�PDGH�XS�IRU�E\�LQIOX[HV�RI�
XQSUHSDUHG�UXUDO�SDUWLVDQV��7KH�JUHDWHU�VROLFLWXGH�VKRZQ�E\�WKH�$VDG�UHJLPH�
IRU�H[SHUWLVH�DQG�WKH�RSHQLQJ�RI�QHZ�WHFKQLFDO�VFKRROV�KDYH�KHOSHG��%XW�WKH�
PRWLYDWLRQ�RI�HPSOR\HHV�UHPDLQV�D�PDMRU�SUREOHP��7KH�FRQWLQXLQJ�ODFN�RI�DQ�
HIIHFWLYH�SHUVRQQHO�SROLF\�DEOH�WR�SXW�WKH��ULJKW�PDQ�LQ�WKH�ULJKW�SODFH��DQG�
UHZDUG�KLP�DFFRUGLQJ�WR�SHUIRUPDQFH�LV�D�PDMRU�IDFWRU��3ROLWLFDO�OR\DOWLHV�DQG�
SHUVRQDO�FRQQHFWLRQV�RIWHQ�FRXQW�PRUH�WKDQ�VNLOOV�DQG�VHUYLFH��D�QRWDEOH�
DVSHFW�RI�ZKLFK�LV�IDYRULWLVP�VKRZQ�$ORXLWHV��7KH�FRQWLQXDO�HURVLRQ�RI�
VDODULHV�E\�LQIODWLRQ�LQ�WKH�VHYHQWLHV�KDV�FRPSRXQGHG�WKH�SUREOHP��0RUHRYHU��
WKH�%D
WK�SDUW\�KDV�KDG�OLWWOH�DSSDUHQW�VXFFHVV�LQ�LPSDUWLQJ�LGHRORJLFDO�
PRWLYDWLRQ�DQG� GULYH�WR�WKH�VWDWH�DSSDUDWXV�LQ�D� ZD\�FRPSDUDEOH�WR�
UHYROXWLRQDU\�SDUWLHV�HOVHZKHUH��LQGHHG��E\�WKH�VHYHQWLHV��WKH�SDUW\�KDG�
EHFRPH�SDUW�RI�WKH�SUREOHP��SDUW\�IXQFWLRQDULHV�ZHUH�WKHPVHOYHV�UHVSRQVLEOH�
IRU�D�VKDUH�RI�WKH�JURZLQJ�FRUUXSWLRQ��HPEH]]OHPHQW��DQG�LQIOXHQFH�SHGGOLQJ�
ZKLFK�KDYH�FRPH�WR�SODJXH�DOO�SXEOLF�LQVWLWXWLRQV��7KXV��DOWKRXJK�LQGLVSHQ��
VDEOH�WR�WKH�UHJLPH
V�HIIRUWV�WR�UHVKDSH�DQG�UHGLUHFW�6\ULDQ�VRFLHW\�RQ�D�VWDWLVW��
SRSXOLVW�FRXUVH��WKH�VWDWH�DSSDUDWXV�LV�DQ�LQHIILFLHQW�LQVWUXPHQW�RI��DQG�LQ�
VRPH�UHVSHFWV��D�SDUDVLWLF�GUDLQ�RQ��WKH�PRGHUQL]DWLRQ�HIIRUW��

����$�UHYHDOLQJ�DQDO\VLV�RI�WKH�SODQQLQJ�SURFHVV�DQG�RI�WKH�SUREOHPV�RI�WKH�SXEOLF�
VHFWRU�LV�FRQWDLQHG�LQ�5L]NDOODK�+LODQ��6XUL\D�ED\QD�DO�WDNKDOODI�ZD�DO�7DQPL\\D�
�'DPDVFXV���������
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7KH�0LOLWDU\��3ROLFH�$SSDUDWXV�

7KH�%D
WK�FDPH�WR�SRZHU�RQ�WKH�EDFN�RI�WKH�DUP\�DQG��JLYHQ�WKH�SHUVLVWHQFH�
RI�VWURQJ�RSSRVLWLRQ�WR�WKH�UHJLPH�DQG�WKH�KLVWRULF�UROH�RI�WKH�DUP\�DV�D�YHKLFOH�
RI�UHJLPH�FKDQJH��WKH�FDSDELOLWLHV�DQG�UHOLDELOLW\�RI�WKH�DUP\�VHFXULW\�
DSSDUDWXV�UHPDLQ�GHFLVLYH�IDFWRUV�LQ�WKH�VXUYLYDO�RI�%D
WK�UXOH��7KH�VWHDG\�
H[SDQVLRQ�LQ�WKH�VL]H�DQG�ILUHSRZHU�RI�WKH�PLOLWDU\�XQGHU�WKH�%D
WK�PDNHV�
YLROHQW�RSSRVLWLRQ�WR�WKH�UHJLPH�GLIILFXOW�DQG�FRVWO\��LI�QRW�IXWLOH��VR�ORQJ�DV�WKH�
PLOLWDU\�UHPDLQV�OR\DO��7KH�HDUO\��%D
WKL]DWLRQ��RI�WKH�DUP\�LQ�ZKLFK�6XQQL�
XSSHU��DQG�PLGGOH�FODVV�RIILFHUV�ZHUH�UHSODFHG�ZLWK�UXUDO��RIWHQ�PLQRULWDULDQ�
RQHV��WKH�PDLQWHQDQFH�RI�D�%D
WK�RUJDQL]DWLRQ�LQ�WKH�DUP\��DQG�WKH�ODWHU�
GHYHORSPHQW�RI�DQ�$ORXLWH�UHFUXLWHG��SUDHWRULDQ�JXDUG��KDYH�KHOSHG�HQVXUH�
UHJLPH�FRQWURO�RYHU�WKH�PLOLWDU\��%XW�WKH\�KDYH�DOVR�VWLPXODWHG�GLVFRQWHQWV�
DPRQJ�6XQQL�RIILFHUV��HVSHFLDOO\�QRQ�%D
WKL�RIILFHUV��7R� GLOXWH�VXFK�
UHVHQWPHQWV��$VDG�KDV�JLYHQ�QRQ�%D
WKL�SURIHVVLRQDO�RIILFHUV�JUHDWHU�UHVSRQ��
VLELOLW\��&XUUHQWO\��WKH�JUHDWHU�SURIHVVLRQDOL]DWLRQ�RI�WKH�RIILFHU�FRUSV��WKH�
VWDNH�LW�KDV�LQ�PDLQWDLQLQJ�WKH�LQWHJULW\�RI�WKH�PLOLWDU\�HVWDEOLVKPHQW��� DQG�RI�
LWV�SULYLOHJHG�SRVLWLRQ�LQ�VRFLHW\��� DJDLQVW�D�UHFXUUHQFH�RI�WKH�SXUJHV�ZKLFK�
SUHYLRXVO\�UHVXOWHG�IURP�LQWHUYHQWLRQ�LQ�SROLWLFV��DQG�WKH�JUHDWHU�GLIILFXOW\�RI�
SORWWLQJ�DQG�PRXQWLQJ�D�VXFFHVVIXO�FRXS�LQ�D�ODUJHU�DUP\��� DOO�ZRUN�LQ�IDYRU�
RI�WKH�UHJLPH��%XW�GHIHDW�LQ�ZDU��RU�VHFWDULDQ�VWULIH�RQ�D�ODUJH�VFDOH��FRXOG�\HW�
VSOLW�WKH�DUPHG�IRUFHV�DQG�WXUQ�SDUW�RI�LW�DJDLQVW�WKH�UHJLPH��

32/,&<� $1'�3(5)250$1&(�

7KH�%D
WK
V�VWDWH�EXLOGLQJ�HIIRUW�KDV�GHSHQGHG�JUHDWO\�RQ�LWV�DELOLW\�WR�
GHYHORS�SROLFLHV�DEOH�WR�FRSH�ZLWK�6\ULD
V�SUREOHPV�DQG�PHHW�WKH�QHHGV�RI�KHU�
SRSXODWLRQ��7KH�IROORZLQJ�EULHI�VXUYH\�ZLOO�VKRZ�WKDW�DOWKRXJK�%D
WK�SROLFLHV�
KDYH�PDGH�DQ�LPSRUWDQW�GLIIHUHQFH��WKHUH�KDV�EHHQ�D�SHUVLVWHQW�JDS�EHWZHHQ�
JRDO�DQG�DFKLHYHPHQW��

0RGHUQL]LQJ�6WUDWHJ\���3RSXOLVW�(WDWLVP�

7KH�%D
WK
V�VRFLRHFRQRPLF�SROLFLHV�IORZHG�LQLWLDOO\�IURP�WKUHH�VRXUFHV��������D�
EHOLHI�WKDW�WKH�XQEORFNLQJ�RI�WKH�HFRQRPLF�LPSDVVH�DQG�WKH�FXUELQJ�RI�
GHSHQGHQF\�UHTXLUHG�VWDWH�HFRQRPLF�HQWUHSUHQHXUVKLS������WKH�EHOLHI�WKDW�
VRFLDO�MXVWLFH�DQG�WKH�QDWLRQDO�PRELOL]DWLRQ�RI�WKH�SHRSOH�UHTXLUHG�D�
UHGLVWULEXWLRQ�RI�ZHDOWK��DQG�����WKH�LQWHUHVW�RI�WKH�SDUW\
V�FRQVWLWXHQF\��� WKH�
SHWLWH�ERXUJHRLVLH�DQG�WKH�SHDVDQWU\��� LQ�HWDWLVW�DQG�SRSXOLVW�PHDVXUHV�
DJDLQVW�ELJ�FRQFHQWUDWLRQV�RI�SULYDWH�SURSHUW\�DQG�LQ�IDYRU�RI�SXEOLF�
RZQHUVKLS��EXW�ZKLFK�VWRSSHG�VKRUW�RI�DQ\�DWWDFN�RQ�VPDOO�SULYDWH�SURSHUW\��
7KH�%D
WK�LQLWLDOO\�DGRSWHG�D�UHODWLYHO\�UDGLFDO��VRFLDOLVW��SURJUDP��$�
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SURFHVV�RI��VRFLDOLVW�WUDQVIRUPDWLRQ��EURXJKW�WKH�KHLJKWV�RI�WKH�PRGHUQ�
6\ULDQ�HFRQRP\��� ILQDQFH��ODUJH�DQG�PHGLXP�LQGXVWU\��IRUHLJQ�DQG�SDUWV�RI�
LQWHUQDO�WUDGH��� XQGHU�VWDWH�FRQWURO��7KLV�DLPHG�WR�EUHDN�WKH�FRQWURO�RI�WKH�
ERXUJHRLVLH�RYHU�WKH�HFRQRPLF�VXUSOXV�DQG�WR�FKDQQHO�LW�DZD\�IURP�OX[XU\�
FRQVXPSWLRQ�DQG� FRPPHUFH�DQG� WRZDUG�LQGXVWULDO�DQG� DJULFXOWXUDO�
LQYHVWPHQW�DQG�SRSXODU�FRQVXPSWLRQ��,W�DOVR�DLPHG�WR�LPSRVH�VWDWH�FRQWURO�
RYHU�H[WHUQDO�HFRQRPLF�UHODWLRQV�DQG�VQDS�WLHV�RI�GHSHQGHQF\�RQ�WKH�:HVW��$�
PHGLXP�VL]HG��SULYDWH�FDSLWDOLVW�VHFWRU�ZDV�DOORZHG�WR�SHUVLVW�LQ�LQWHUQDO�
WUDGH��KRXVLQJ��VPDOO�LQGXVWU\��FRQVWUXFWLRQ��DQG�DJULFXOWXUH��DOEHLW�VXEMHFW�WR�
VWDWH�UHJXODWLRQ�LQ�WKH�LQWHUHVW�RI�HTXLW\��WKH�UHJLPH�LQWHQGHG�WKDW�LWV�VFRSH�
ZRXOG�JUDGXDOO\�EH�QDUURZHG��,Q�DJULFXOWXUH�WKH�VPDOOKROGLQJ�VHFWRU�ZDV�
H[SDQGHG�E\�ODQG�UHIRUP��DQG�SDUWLDOO\�FRRSHUDWL]HG�DQG�OLQNHG�WR�WKH�6WDWH��
7KRXVDQGV�RI�VLPLODU�VPDOO�HQWHUSULVHV�LQ�WUDGH�DQG�DUWLVDQVKLS�SHUVLVWHG�LQ�
WKH�FLW\��VXEMHFW�LQ�SULQFLSOH�WR�VWDWH�UHJXODWLRQ�DQG�FRRSHUDWL]DWLRQ�HIIRUWV�EXW�
LQ� SUDFWLFH�ODUJHO\�RXWVLGH�LWV�HIIHFWLYH�FRQWURO��+RZ� KDV�WKLV�V\VWHP�
SHUIRUPHG"�
7KH�SXEOLF�VHFWRU�KDV�EHHQ�DEOH�WR�FKDQQHO�VXEVWDQWLDO�LQYHVWPHQW�LQWR�DQ�

DPELWLRXV�DQG�H[SDQGLQJ�GHYHORSPHQW�HIIRUW�ZKLFK�LV�OD\LQJ�WKH�EDVLV�RI�D�
PRGHUQ�DJUR�LQGXVWULDO�HFRQRP\��� QRWDEO\� LQ�WKH�GHYHORSPHQW�RI�
LQIUDVWUXFWXUH��D� SHWUROHXP�DQG�SRZHU�VHFWRU��WKH�(XSKUDWHV�EDVLQ��DQG�
LQGXVWULDO�GLYHUVLILFDWLRQ��7KLV��JUHDW�OHDS�IRUZDUG��KDV�JLYHQ�VHULRXV�LPSHWXV�
WR�HFRQRPLF�H[SDQVLRQ��%XW�WKH�6WDWH�KDV�QRW�SURYHQ�DV�HIIHFWLYH�DV�KDG�EHHQ�
KRSHG�LQ�PRELOL]LQJ�RU�HIILFLHQWO\�XVLQJ�UHVRXUFHV�LQ�WKLV�GHYHORSPHQW�HIIRUW��
,W�IDLOHG�WR�GHYHORS�WKH�HIILFLHQW�PDQDJHPHQW�DQG�LQFHQWLYH�V\VWHPV�LQ�WKH�
SXEOLF�VHFWRU�QHHGHG�WR�SURGXFH�DQ�H[SDQGLQJ�VXUSOXV��DQG�KDV�GLVVLSDWHG�
SDUW�RI�LW�WKURXJK�RYHUVWDIILQJ�DQG�FRUUXSWLRQ��,W�IDLOHG�WR�GHYHORS�DQ�HIIHFWLYH�
SODQQLQJ�PHFKDQLVP�DEOH�WR� DOORFDWH�UHVRXUFHV�HIILFLHQWO\�DQG�SUHYHQW�
ERWWOHQHFNV��$� VLJQLILFDQW�FDSLWDOLVW�VHFWRU�SHUVLVWHG��EXW��GHSUHVVHG�DQG�
DOLHQDWHG�E\�WKH�VRFLDOLVW�PHDVXUHV��LW�FRQWULEXWHG�OLWWOH�WR�WKH�GHYHORSPHQW�
HIIRUW��LQVWHDG�VLSKRQLQJ�LWV�VXUSOXV�DEURDG�RU�HQJDJLQJ�LQ�EODFN�PDUNHW�
DFWLYLWLHV��<HW�WKH�UHJLPH�ODFNHG�WKH�WRROV�WR�HIIHFWLYHO\�WD[�WKH�SULYDWH�VHFWRU�
RU�FRQWURO�DQG�QHXWUDOL]H�LWV�RSSRVLWLRQ��2YHUFRPPLWPHQW��� WR�ELJ�GHIHQVH�
H[SHQGLWXUHV��DQG�ZHOIDUH�PHDVXUHV�DV�ZHOO�DV�GHYHORSPHQW��� RYHUVWUDLQHG�WKH�
UHVRXUFHV�RI�WKH�6WDWH��$QG�WKH�SDUW\
V�LGHRORJLFDO�FRPPLWPHQW�WR�VRFLDOLVP�
SURYHG�WRR�ZHDN�WR�VXSSRUW�D�VWURQJ�VRFLDOLVW�HIIRUW��([WHUQDO�IDFWRUV��ZKLFK�
JUHDWO\�ZHDNHQHG�WKH�IRUFHV�LQ�WKH�SDUW\�PRVW�FRPPLWWHG�WR�VRFLDOLVP��KHOS�
H[SODLQ�WKLV��7KH������ZDU�VKDWWHUHG�WKH�PRUDOH�DQG�FDXVHG�WKH�IDOO�RI�WKH�
SDUW\�OHIW�ZLQJ�DQG�VSXUUHG�WKH�ULVH�RI�D�SUDJPDWLF�ZLQJ�ZKLFK�VXERUGLQDWHG�
VRFLDOLVP�WR�WKH�UHTXLUHPHQWV�RI�QDWLRQDO�XQLW\�DQG�WKH�DFTXLVLWLRQ�RI�DLG�DQG�
LQYHVWPHQW�IURP�WKH�$UDE�RLO�6WDWHV��WKH�SRVW������SHWURGROODU�UHYROXWLRQ�
RQO\�FRQVROLGDWHG�WKLV�UHRULHQWDWLRQ��
8QGHU�WKH�SUDJPDWLF�$VDG� OHDGHUVKLS�WKHUH�KDYH�EHHQ�VLJQLILFDQW�

DOWHUDWLRQV�LQ�WKH�RULJLQDO��VRFLDOLVW��PRGHO��7KH�SXEOLF�VHFWRU�UHPDLQV�LQWDFW�
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DV�WKH�PDLQ�HQJLQH�RI�GHYHORSPHQW�LQYHVWPHQW��EXW�D�JUDGXDO�HFRQRPLF�
OLEHUDOL]DWLRQ�KDV�UHYLWDOL]HG�WKH�PHGLXP�VL]HG�SULYDWH�VHFWRU��RSHQHG�VRPH�
IRUHLJQ�WUDGH�FKDQQHOV�WR�LW��DQG�SHUPLWWHG�DQ�LQIOX[�RI�$UDE�RLO�FDSLWDO��7KHVH�
PHDVXUHV�KDYH�FUHDWHG�D�VSXUW�RI�SURVSHULW\�DQG�LQFUHDVHG�UHVRXUFHV�LQ�WKH�
HFRQRP\��EXW�DW�D�FRVW��%HFDXVH�WKH�6WDWH�FRQWLQXHV�WR�ODFN�WKH�ZLOO�RU�PHDQV�
WR�HIIHFWLYHO\�UHJXODWH��JXLGH��RU�WD[�WKH�SULYDWH�VHFWRU�LQ�WKH�LQWHUHVWV�RI�
GHYHORSPHQW��PXFK�SULYDWH��HQWUHSUHQHXUVKLS��LV�FKDQQHOHG�LQWR�OX[XU\�
FRPSUDGRU�LPSRUWLQJ��KRXVLQJ�VSHFXODWLRQ��EODFN�PDUNHWHHULQJ��DQG�WKH�
H[SORLWDWLRQ�RI�WKH�SXEOLF�VHFWRU�E\�VXSSOLHUV�DQG�FRQWUDFWRUV�LQ�OHDJXH�ZLWK�
DQ�LQFUHDVLQJO\�FRUUXSW�RIILFLDOGRP��2ZLQJ�WR�FRQWLQXLQJ�LQHIILFLHQFLHV�LQ�
UHVRXUFH�PRELOL]DWLRQ��XQPLWLJDWHG�UHVRXUFH�RYHUFRPPLWPHQW��DQG�
EXUJHRQLQJ�OX[XU\�FRQVXPSWLRQ��WKH�UHVRXUFH�FUXQFK�KDV�FRQWLQXHG��IRUFLQJ�
WKH�6WDWH�WR�EHFRPH�LQFUHDVLQJO\�GHSHQGHQW�RQ�GHILFLW�ILQDQFLQJ�DQG�$UDE�RLO�
PRQH\��$�PDMRU�V\PSWRP�RI�WKLV�LPEDODQFH�LQ�WKH�HFRQRP\�KDV�EHHQ�DQ�
LQIODWLRQDU\�VSLUDO��
7KH�UHGLVWULEXWLYH�SHUIRUPDQFH�RI�WKH�UHJLPH�KDV�EHHQ�VLPLODUO\�PL[HG��

2ULJLQDOO\��VRFLDOLVW�PHDVXUHV��� QDWLRQDOL]DWLRQV��UHGXFWLRQV�LQ�VDODU\�
GLIIHUHQWLDOV��VXEVLGL]DWLRQ�DQG�SULFH�FRQWUROV�RQ�SRSXODU�FRQVXPSWLRQ�
FRPPRGLWLHV��ODERU�VHFXULW\�ODZV��DQG�EURDGHQHG�SXEOLF�HPSOR\PHQW���
UHGXFHG�LQHTXDOLW\�DQG�EHQHILWHG�WKH�OHVV�SULYLOHJHG�VWUDWD��%XW��SDUWLFXODUO\�
VLQFH�WKH�HFRQRPLF�OLEHUDOL]DWLRQ��QHZ�LQHTXDOLWLHV�DUH�UHHPHUJLQJ��,QIODWLRQ�
HURGHV�WKH�LQFRPHV�RI�ZRUNHUV�DQG�SXEOLF�HPSOR\HHV��ZKLOH�WKRVH�LQ�WKH�
SULYDWH�VHFWRU�NHHS�XS�ZLWK�RU�H[FHHG�LW��7KH�UHJLPH�KDV�SURYHQ�LQFUHDVLQJO\�
XQDEOH�WR�FRQWURO�SULFHV�RU�WD[�H[FHVV�SURILWV��7KH�JURZLQJ�LQYROYHPHQW�RI�WKH�
SROLWLFDO�HOLWH�LQ�FRUUXSW�EXVLQHVV�DFWLYLWLHV�KDV�VWHDGLO\�HURGHG�LWV�FRPPLWPHQW�
WR�DQ�HJDOLWDULDQ�VRFLHW\����
)LQDOO\��LQ�WKH�UXUDO�VHFWRU��%D
WK�SROLFLHV�KDYH�DOWHUHG�WKH�VRFLRHFRQRPLF�

VWUXFWXUH��EXW�KDYH�DOVR�IDOOHQ�ZHOO�VKRUW�RI�GHYHORSPHQWDO�DQG�HJDOLWDULDQ�
JRDOV��7KH�JUHDW�ODWLIXQGLD�ZKLFK�RQFH�GRPLQDWHG�WKH�DJUDULDQ�VWUXFWXUH�DUH�
QRZ�JRQH��/DQG�UHGLVWULEXWLRQ��FRRSHUDWL]DWLRQ��DQG�VWDWH�DLG�KDYH�QHDUO\�
KDOYHG�WKH�ODQGOHVV�VWUDWXP�DQG� PDGH�WKH�VPDOOKROGLQJ�SHDVDQWU\�D�

����2Q�WKH�VRFLDOLVW�PHDVXUHV��VHH�'RFXPHQWV�VXU�OD�7UDQVIRUPDWLRQ�6RFLDOLVWH�
�'DPDVFXV���������-HDQ�'XFUHW���6HFWHXU�3XEOLF�HW�3ODQLILFDWLRQ�HQ�5HSXEOLTXH�$UDEH�
6\ULHQQH���3URFKH�2ULHQW�(WXGHV�(FRQRPLTXHV���-DQXDU\�-XQH��������=LDG�.HLODQ\��
�6RFLDOLVP�DQG�(FRQRPLF�&KDQJH�LQ�6\ULD���0LGGOH�(DVW�6WXGLHV����QR�����-DQXDU\��
�������$PRQJ�WKH�EHWWHU�VWXGLHV�RQ�WKH�VWUXFWXUH�DQG�SHUIRUPDQFH�RI�WKH�HFRQRP\�DUH�
%HQW�+DQVHQ��(FRQRPLF�'HYHORSPHQW�LQ��!UZ�6DQW��0RQLFD���������+LODQ��&XOWXUH�
HW�'HYHORSPHQW�HQ�6\ULH��+LODQ��6XUL\D�%D\QD�7DNKDOODI�ZD�7DQPL\\D���DQG�<HKLD�
$UXGNL��DO�,NWLVDG�DO�6XUL�DO�+DGLWK�>7KH�PRGHUQ�6\ULDQ�HFRQRP\@��'DPDVFXV��
���������YROV��0\�DQDO\VLV�DOVR�UHOLHV�RQ�WKH�YDULRXV�UHSRUWV�RI�WKH�:RUOG�%DQN�DQG�WKH�
81'3�RIILFH�LQ�'DPDVFXV��WKH�PDQ\�SXEOLFDWLRQV�RI�WKH�2IILFH�$UDEH�GH�3UHVVH�HW�GX�
'RFXPHQWDWLRQ��'DPDVFXV��DQG�WKRVH�RI�WKH�&HQWUDO�%XUHDX�RI�6WDWLVWLFV��HVSHFLDOO\�
WKH�6WDWLVWLFDO�$EVWUDFW��
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VLJQLILFDQW�IRUFH�LQ�WKH�ULHI��/HJLVODWLRQ�KDV�JLYHQ�SURWHFWLRQ�WR�WHQDQWV��$�QHZ�
VWDWH�FRRSHUDWLYH�V\VWHP�RI�FUHGLW��VXSSO\��DQG�PDUNHWLQJ�KDV�GLVSODFHG�PXFK�
RI�WKH�ROG�ODQGORUG�PHUFKDQW�GRPLQDWHG�V\VWHP��5XUDLV�QRZ�HQMR\�HQKDQFHG�
RSSRUWXQLW\�RI�DFFHVV�WR�HGXFDWLRQ�DQG�QRQDJULFXOWXUDO�VWDWH�HPSOR\PHQW��
7KH�JUHDWHVW�LQHTXDOLWLHV�LQ�WKH�GLVWULEXWLRQ�RI�DJULFXOWXUDO�UHYHQXH�KDYH�WKXV�
EHHQ�FXUEHG��DQG� WKH�SHDVDQWV� KDYH� DFKLHYHG�JUHDWHU�VHFXULW\�DQG�
RSSRUWXQLWLHV��
+RZHYHU��WKH�%D
WK�VORJDQ���7KH�ODQG�WR�KH�ZKR�ZRUNV�LW���LV�IDU�IURP�

LPSOHPHQWHG��%RWK�XUEDQ�ODQGORUGV�DQG�ULFK�SHDVDQWV�UHQW�ODQG�WR�WHQDQWV�RU�
XVH�KLUHG�ODERU��0LGGOHPHQ�RI�DOO�NLQGV�SHUVLVW�EHWZHHQ�SURGXFHU�DQG�
FRQVXPHU��7KH� FRQGLWLRQ�RI�WKH�UXUDO�SUROHWDULDW�KDV�EDUHO\�LPSURYHG��
0RUHRYHU��ZKLOH�WKH�SHQHWUDWLRQ�DQG�IXQFWLRQV�RI�WKH�6WDWH�LQ�WKH�YLOODJH�KDYH�
JUHDWO\�LQFUHDVHG��LW�KDV�EHHQ�XQDEOH�WR�VWLPXODWH�DQ�HFRQRPLF�UHYROXWLRQ�
WKHUH��,WV�WHFKQLFDO�UHVRXUFHV�KDYH�EHHQ�WRR� OLPLWHG��LWV�LQVWUXPHQWV�RI�
SODQQLQJ�DQG�FRQWURO�WRR�FUXGH��6WDWH�GHOLYHU\�RI�FUHGLW�DQG�VXSSOLHV�LV�QRW�
DOZD\V�HIILFLHQW�RU�DGHTXDWH��7KH�UHJLPH
V�RFFDVLRQDO�XVH�RI�VWDWH�PDUNHWLQJ�
DV� DQ�LQVWUXPHQW�RI�WD[DWLRQ�KDV�ZRUNHG�DJDLQVW�LWV�HIIRUWV�WR�VWLPXODWH�
SURGXFWLRQ�DQG�UDLVH�SHDVDQW�LQFRPH��0RVW�VWDWH�LQYHVWPHQW�KDV�JRQH�LQWR�
LQGXVWU\��RU�ZKHQ�LW�KDV�JRQH�LQWR�DJULFXOWXUH��LQWR�D�IHZ�ORQJ�JHVWDWLQJ�
SURMHFWV��WKH�(XSKUDWHV�'DP���WR�WKH�UHODWLYH�QHJOHFW�RI�WKH�WUDGLWLRQDO�VHFWRU��
$V�D�UHVXOW��XUEDQ�UXUDO�LQFRPH�JDSV�KDYH�SHUVLVWHG��&RRSHUDWL]DWLRQ��WKH�
PDLQ�LQVWLWXWLRQDO�LQVWUXPHQW�RI�UXUDO�PRGHUQL]DWLRQ��KDV�ODFNHG�WKH�KRSHG��
IRU�G\QDPLVP��SODJXHG�E\�IDFWLRQDOLVP��FRUUXSWLRQ��DQG�D�ODFN�RI�WHFKQLFDO�
VXSSRUW��FRRSHUDWLYHV�KDYH�QRW�VSXUUHG�VLJQLILFDQW�LQFUHDVHV�LQ�SHDVDQW�
LQYHVWPHQW�RU�WHFKQLFDO�LQQRYDWLRQ��DQG�DV�\HW�HPEUDFH�RQO\�DERXW�RQH�WKLUG�
RI�WKH�SHDVDQWU\�DQG�PXFK�OHVV�RI�WKH�ODQG�VXUIDFH��2Q�WKH�ZKROH��ZKLOH�
DJULFXOWXUDO�SURGXFWLRQ�KDV��DIWHU�D�SHULRG�RI�VWDJQDWLRQ�LQ�WKH�VL[WLHV��VWHDGLO\�
H[SDQGHG��LW�KDV�ODJJHG�EHKLQG�WKH�QHHGV�RI�D�JURZLQJ�XUEDQ�SRSXODWLRQ�DQG�
LQGXVWU\����

'HIHQVH�DQG�)RUHLJQ�3ROLF\�

7KH�%D
WK
V�LGHRORJ\�FRPPLWWHG�LW��LQ�YDU\LQJ�GHJUHHV��WR�DQ�DPELWLRXV�
GHVLJQ�IRU�UHVKDSLQJ�6\ULD
V�UHJLRQDO�HQYLURQPHQW��LQFOXGLQJ�WKH�SURPRWLRQ�
RI�$UDE�XQLW\��WKH�H[SRUW�RI�UHYROXWLRQ�WR�WKH�UHVW�RI�WKH�$UDE�ZRUOG��DQG�WKH�
OLEHUDWLRQ�RI�3DOHVWLQH��%XW�LW�KDV�EHHQ�XQDEOH�WR�GHYHORS�WKH�LQVWUXPHQWV�RU�
PRELOL]H�WKH�UHVRXUFHV�WR�VHUYH�WKLV�PHVVLDQLF�YLVLRQ��KHQFH�LWV�HIIRUWV�KDYH�
ODUJHO\�IDLOHG��DQG�DW�JUHDW�FRVW��
'XULQJ�WKH�ILUVW�SHULRG�RI�%D
WK�UXOH��WKH�VSUHDG�RI�UHYROXWLRQDU\�$UDE�

����5D\PRQG�$��+LQQHEXVFK��3DUW\�DQG�3HDVDQW�LQ�6\ULD���&DLUR�3DSHUV�LQ�6RFLDO�
6FLHQFH����QR�����1RYHPEHU��������
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QDWLRQDOLVP�ZDV�SULQFLSDOO\�KLQGHUHG�E\�WKH�%D
WK
V�RZQ�TXDUUHOV�ZLWK�WKH�
RWKHU�PDLQ�FHQWHU�RI�QDWLRQDOLVP��1DVVHU
V�(J\SW��7KH�%D
WK�HQJDJHG�LQ�
GDQJHURXV�FKDOOHQJHV�WR�SRZHUIXO�RXWVLGH�IRUFHV�DW�D� WLPH�ZKHQ�WKH�
SROLWLFL]DWLRQ�DQG�GHFLPDWLRQ�RI�WKH�6\ULDQ�RIILFHU�FRUSV��� IRU�ZKLFK�LW�ZDV�
ODUJHO\�UHVSRQVLEOH���PDGH�6\ULD�SDUWLFXODUO\�YXOQHUDEOH�WR�RXWVLGH�DWWDFN��
7KH�%D
WK�FDQ�WDNH�FUHGLW�IRU�KDYLQJ�JLYHQ�D�YLWDO�DVVLVW�WR�WKH�HPHUJHQFH�RI�WKH�
3DOHVWLQH�OLEHUDWLRQ�PRYHPHQW����%XW�LQ�LWV�KDVWH�WR�FKDOOHQJH�,VUDHO�DQG�WKH�
:HVW��DW�D�WLPH�ZKHQ�QHLWKHU�6\ULD�RU�WKH�$UDEV�ZHUH�SURSHUO\�SUHSDUHG��LW�
LQYLWHG�WKH�RQVODXJKW�RI�������7KLV�GHIHDW��D�ZDWHUVKHG�LQ�PRGHUQ�$UDE�
KLVWRU\��GHUDLOHG� WKH�%D
WK
V� UDGLFDO� HQWHUSULVH�DQG�� XQGHUPLQLQJ�
UHYROXWLRQDU\�$UDE� QDWLRQDOLVP��XOWLPDWHO\�OHG�WR�WKH�FXUUHQW�$UDE�
DFFRPPRGDWLRQ�ZLWK�,VUDHO��7KXV��WKH�%D
WK
V�DFWLRQV�HQWLUHO\�QHJDWHG�LWV�RZQ�
REMHFWLYHV��
8QGHU�$VDG��WKH�%D
WK�KDV�FRQFHQWUDWHG�LWV�IRUHLJQ�SROLF\�HQHUJLHV�RQ�WKH�

PXFK�UHGXFHG�REMHFWLYH�RI�UHFRYHULQJ�WKH�ODQG�ORVW�LQ�������DQG�KDV�LQ�SUDFWLFH�
RWKHUZLVH�DFFRPPRGDWHG�LWVHOI�WR�WKH�VWDWXV�TXR�L0LGGOH�(DVW�VWDWH�V\VWHP��,W�
KDV�EHFRPH�LQFUHDVLQJO\�GHSHQGHQW�RQ�:HVWHUQ�OLQNHG�RLO�6WDWHV��IDLOHG�WR�
HIIHFWLYHO\�VXSSRUW�DQG�LQGHHG�WXUQHG�LWV�JXQV�RQ�WKH�3DOHVWLQLDQV��DQG�
SHUPLWWHG�WKH�H[SDQVLRQ�RI�,VUDHOL�SRZHU�LQWR�/HEDQRQ��:KLOH�WKH�$VDG�
UHJLPH�GLG�EXLOG�D� ELJJHU��PRUH�HIIHFWLYH�PLOLWDU\�HVWDEOLVKPHQW�ZKLFK�
FUHGLEO\�FKDOOHQJHG�,VUDHO�LQ�WKH������ZDU��LW�SURYHG�XQDEOH�WR�WUDQVODWH�WKLV�
LQWR�WKH�OHYHUDJH�QHHGHG�WR�GLVORGJH�,VUDHO�IURP�$UDE�WHUULWRU\��8QDEOH�WR�
PDLQWDLQ�LWV�FRDOLWLRQ�ZLWK�(J\SW��RU��� RZLQJ�WR�LWV�ULYDOULHV�ZLWK�%D
WKLVW�
,UDT��� WR�EXLOG�D� QHZ�RQH�LQ�WKH�$UDE�(DVW��6\ULD�FDQ�QHLWKHU�PDNH�DQ�
DFFHSWDEOH�SHDFH�ZLWK�,VUDHO�QRU�GHIHDW�KHU�RQ�WKH�EDWWOHILHOG��+HQFH��6\ULD�
UHPDLQV�ORFNHG�LQ�D�GLOHPPD�ZKLFK�VDSV�KHU�UHVRXUFHV�DQG�HQHUJLHV�DQG�OHDYHV�
KHU�LQ�D�VWDWH�RI�SHUPDQHQW�LQVHFXULW\��+HU�RQO\�FRPSHQVDWLRQ�LV�WKH�VXEVLGLHV�
DQG�WKH�SV\FKRORJLFDO�FUHGLW�VKH�UHFHLYHV�DV�WKH�RQO\�UHPDLQLQJ�IURQW�LQ�WKH�
EDWWOH�IRU�WKH�$UDE�FDXVH����

7+(�$5(1$�2)�3$57,&,3$7,21�

7KH�RXWFRPH�RI�WKH�%D
WK
V�VWDWH�EXLOGLQJ�HIIRUW�KDV�UHVWHG�LQ�JUHDW�SDUW�RQ�
LWV�DELOLW\�WR�GRPLQDWH�WKH�SROLWLFDO�DUHQD��WR�IRUJH�DQG�NHHS�D�VXSSRUW�EDVH��
WKURXJK�VRPH�PHDVXUH�RI�UHVSRQVH�WR�LWV�VXSSRUWHUV
�H[SHFWDWLRQV��LQFOXGLQJ�

����6HH�)XDG�-DEEHU
V�DQDO\VLV�LQ�:LOOLDP�4XDQGW�HW�DO���7KH�3ROLWLFV�RI�3DOHVWLQLDQ�
1DWLRQDOLVP��%HUNHOH\���������HVSHFLDOO\�SS����������

����7KH�VKLIWV�LQ�WKH�UHJLPH
V�IRUHLJQ�SROLF\�REMHFWLYHV�FDQ�EH�WUDFHG�WKURXJK�D�
FRPSDULVRQ�RI�WKH�UHVROXWLRQV�RI�LWV�YDULRXV�SDUW\�1DWLRQDO�&RQJUHVVHV��6HH�DOVR�
3HWUDQ��6\ULD���SS����������DQG���������IRU�WKH�EHVW�DQDO\VLV�RI�6\ULDQ�IRUHLJQ�SROLFLHV�
LQWR�WKH�HDUO\�VHYHQWLHV��+XGVRQ
V�DQDO\VLV��SS���������LQ�$UDE�3ROLWLFV���LV�LQVLJKWIXO�RQ�
6\ULDQ�SROLFLHV�LQ�WKH�ODWH�VHYHQWLHV��
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WKHLU�SDUWLFLSDWRU\�GHPDQGV��DQG�WR�FRQWDLQ�RU�DFFRPPRGDWH�SUHVVXUHV�IURP�
RSSRVLWLRQ�IRUFHV��7KH�UHJLPH
V�VWUDWHJ\�FDQ�EHVW�EH�FDOOHG�DXWKRULWDULDQ��
SRSXOLVW��2Q�WKH�RQH�KDQG��LW�KDV�IRUJHG�D�IRUPLGDEOH�VHW�RI�SROLWLFDO�VWUXFWXUHV�
GHVLJQHG�PRUH�WR�FRQFHQWUDWH�SRZHU�DW�WKH�FHQWHU��PRELOL]H�DQG�FRQWURO�
VRFLHW\��DQG�UHSUHVV�RSSRVLWLRQ��WKDQ�WR�DJJUHJDWH�GHPDQGV�IURP�EHORZ�RU�
DOORZ�OHDGHUV�WR�EH�KHOG�DFFRXQWDEOH��2Q�WKH�RWKHU�KDQG��LW�KDV�FRQVLVWHQWO\�
VRXJKW�WR�LQFRUSRUDWH�D�PD[LPXP�DUUD\�RI�VRFLDO�IRUFHV�LQWR�LWV�EDVH�E\�
GHPRQVWUDWLQJ�UHVSRQVLYHQHVV�WR�WKH�GHPDQGV�RU�H[SHFWDWLRQV�RI�WKRVH�EHORZ��
SDUWLFXODUO\�WKH�OHVV�SULYLOHJHG�VHFWRUV�RI�VRFLHW\��7KH�YHU\�OLPLWV�RI�LWV�VXFFHVV�
KDYH�IRUFHG�LW�WR�EH�FRQVWDQWO\�DWWHQWLYH�WR�WKH�SROLWLFDO�DUHQD��ERWK�WR�UHSUHVV�
FKDOOHQJHV�DQG�VDWLVI\�LWV�VXSSRUWHUV��
,Q�WKH�FRXUVH�RI�%D
WK�UXOH��WKH�UHJLPH
V�SROLWLFDO�FDSLWDO�KDV�VHHPHG�WR�

IOXFWXDWH�ZLGHO\��$W�WKH�WLPH�RI�WKH�SRZHU�VHL]XUH��LW�IDFHG�ZLGHVSUHDG�
RSSRVLWLRQ��EXW�VXEVHTXHQW�HWDWLVW�SRSXOLVW�PHDVXUHV��QDWLRQDOLVW�PLOLWDQF\��
DQG�SROLWLFDO�RUJDQL]DWLRQ�ZRQ�LW�D�VXSSRUW�EDVH��7KLV�IUDJLOH�OHJLWLPDF\�ZDV�
VKDWWHUHG�E\�WKH������GHIHDW��$� FKDQJH�LQ�OHDGHUVKLS��WRJHWKHU�ZLWK�
FRQFLOLDWRU\�SROLFLHV�WRZDUG�WKH�RSSRVLWLRQ��WKH������ZDU��DQG�DQ�HFRQRPLF�
WDNHRII�VHHPHG�WR�ZLGHQ�WKH�UHJLPH
V�EDVH�LQ�WKH�HDUO\�VHYHQWLHV��%XW��E\�WKH�
HQG�RI�WKH�GHFDGH��LPSRWHQFH�LQ�WKH�IDFH�RI�,VUDHOL�SRZHU��WKH�HURVLRQ�RI�
WUDGLWLRQDO�FRPPLWPHQWV�WR�SRSXOLVP�DQG�3DOHVWLQH��FRUUXSWLRQ�LQ�WKH�HOLWH��
DQG�HFRQRPLF�WURXEOHV�KDG�RQFH�DJDLQ�GLVVLSDWHG�PXFK�KDUG�HDUQHG�SROLWLFDO�
FDSLWDO��2QO\�PDVVLYH�UHSUHVVLRQ�GHIOHFWHG�D�EURDG�EDVHG�FKDOOHQJH�IURP�WKH�
RSSRVLWLRQ�LQ�HDUO\�������,Q�VSLWH�RI�WKHVH�IOXFWXDWLRQV��WKH�URXJK�OLQHV�RI�D�
SROLWLFDO�DUHQD��GLYLGHG�EHWZHHQ�WKH�UHJLPH
V�FRQVWLWXHQF\��WKH�RSSRVLWLRQ��
DQG�WKH�SROLWLFDOO\�LQDFWLYH��FDQ�EH�GLVFHUQHG��

5HJLPH�&RQVWLWXHQF\�

7KH�%D
WK
V�FRQVWLWXHQF\�FDQ�EHVW�EH�VHHQ�DV�WKRVH�HOHPHQWV�RI�WKH�VDODULHG�
PLGGOH�FODVV��ZRUNLQJ�FODVV��DQG�SHDVDQWU\�ZKLFK�DUH�RUJDQL]HG�LQ�WKH�SDUW\�
DQG�PDVV�V\QGLFDWHV�DQG�SDUW��DW�OHDVW��RI�WKRVH�LQFRUSRUDWHG�LQWR��RU�PDGH�
GHSHQGHQW�RQ��WKH�PLOLWDU\�DQG�EXUHDXFUDWLF�HVWDEOLVKPHQWV��3DUWV�RI�WKH�
VDODULHG�PLGGOH�FODVV��HVSHFLDOO\�WKRVH�UHFUXLWHG�IURP�WKH�YLOODJH��KDYH�IHOW�
IDYRUHG�E\�WKH�UHJLPH
V�HWDWLVW�SRSXOLVW�SROLFLHV��HVSHFLDOO\�WKH�HIIRUW�WR�
PD[LPL]H�VWDWH�HPSOR\PHQW��,QLWLDOO\��PXFK�RI�WKH�XUEDQ�PLGGOH�FODVV�ZDV�
FRPPLWWHG�WR� ULYDO�PRYHPHQWV��SDUWLFXODUO\�1DVVHULVP��EXW�WKH������
LQFRUSRUDWLRQ�RI�WKH�VPDOO��SURJUHVVLYH��SDUWLHV�LQWR�WKH�UHJLPH�FRDOLWLRQ��
DFFRPPRGDWHG�PDQ\�XUEDQ�SURJUHVVLYHV�WR�%D
WK�UXOH��7KH�VDODULHG�PLGGOH�LV�
VWLOO�GLVFRQWHQWHG�ZLWK�IDYRULWLVP�LQ�SHUVRQQHO�SROLFLHV��HVSHFLDOO\�WRZDUG�
$ORXLWHV���HOLWH�FRUUXSWLRQ��DQG�WKH�HURVLRQ�RI�SRSXOLVW�DQG�QDWLRQDOLVW�
FRPPLWPHQWV��EXW�LW�LV�GHSHQGHQW�RQ�WKH�UHJLPH�DQG�FDQ�H[SHFW�QR�PRUH�
IDYRUDEOH�SROLFLHV�IURP�WKH�RSSRVLWLRQ��7KH�RUJDQL]HG�ZRUNLQJ�FODVV�ZDV�
LQLWLDOO\�DOVR�GLYLGHG�EHWZHHQ�WKH�%D
WK�DQG�ULYDO�SURJUHVVLYH�IRUFHV��EXW�WKH�
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QDWLRQDOL]DWLRQV�ZRQ�WKH�%D
WK�D�IROORZLQJ�LQ�ZRUNHU�UDQNV�ZKLFK�LW�ZDV�DEOH�
RQ�VHYHUDO�RFFDVLRQV�WR�PRELOL]H�DJDLQVW�FKDOOHQJHV�IURP�WKH�ULJKW��:RUNHUV�
FXUUHQWO\�VKDUH�PDQ\�RI�WKH�GLVFRQWHQWV�RI�WKH�VDODULHG�PLGGOH�FODVV��EXW�DUH�
VLPLODUO\�GHSHQGHQW�RQ�WKH�UHJLPH��$ERXW�RQH�WKLUG�RI�WKH�SHDVDQWU\�KDV�DOVR�
EHHQ�DWWDFKHG�WR�WKH�%D
WK��KDYLQJ�EHQHILWHG�IURP�LWV�UHIRUPV�DQG�FXUUHQWO\�
GHSHQGHQW�RQ�LW�IRU�DLG�DQG�SURWHFWLRQ��)LQDOO\��VHYHUDO�RI�WKH�PLQRULW\�
FRPPXQLWLHV��HVSHFLDOO\�$ORXLWHV�DQG�WR�D�OHVVHU�GHJUHH�'UX]HV��,VPDLOLV��DQG�
&KULVWLDQV��WUDGLWLRQDOO\�OHDQ�WRZDUG�WKH�%D
WK��

(YHQ�WKH�%D
WK
V�RZQ�FRQVWLWXHQF\�HQMR\V�OLPLWHG�SROLWLFDO�SRZHU��3ROLFLHV�
DQG�WKH�UHFUXLWPHQW��RU�UHPRYDO��RI�OHDGHUV�DUH�GHWHUPLQHG�PRUH�E\�HOLWH�
LQWHUHVWV��LGHDOV��DQG�ULYDOULHV��� RQ�RFFDVLRQ�HYHQ�E\�WKH�DFWLRQV�RI�D�IHZ�
VWUDWHJLFDOO\�SODFHG�PLOLWDU\�FRPPDQGHUV��� WKDQ�E\�GHPDQGV�IURP�EHORZ��
<HW��WKH�%D
WK
V�SROLWLFDO�VWUXFWXUHV�GR�DEVRUE�VRPH�SDUWLFLSDWRU\�SUHVVXUHV�
IURP�LWV�FRQVWLWXHQF\��IRU�WKRVH�LQ�WKH�SDUW\��ODGGHUV�RI�SROLWLFDO�PRELOLW\�DQG�
FKDQQHOV�RI�DFFHVV�WR�HOLWHV�GR�H[LVW��7�R�WKRVH�HOHPHQWV�RI�WKH�SHDVDQWU\�ZKLFK�
WKH�%D
WK�PRELOL]HG�LQWR�WKH�SROLWLFDO�DUHQD�DQG�DFFRUGHG�FKDQFHV�IRU�ORFDO�
SRZHU�DQG�HYHQ�QDWLRQDO�LQIOXHQFH��WKH�SROLWLFDO�V\VWHP�LV�OLNHO\�WR�VHHP�PRUH�
RSHQ�WKDQ�EHIRUH��0RUHRYHU��WKH�%D
WK�KDV�QRW�EHHQ�ZKROO\�XQUHVSRQVLYH�WR�
LWV�FRQVWLWXHQF\��,Q�WKH�HDUO\�SHULRG�RI�%D
WK�UXOH��WKH�HOLWH
V�LGHRORJLFDO�
FRPPLWPHQWV�DQG�FORVHQHVV�WR�LWV�SRSXODU�URRWV�NHSW�LW�DWWHQWLYH�WR�WKH�
LQWHUHVWV�RI�LWV�FRQVWLWXHQF\��7R�EH�VXUH��LGHRORJLFDO�HURVLRQ�DQG�WKH�VHOI��
HQULFKPHQW�RI�WKH�HOLWH�DUH�JUDGXDOO\�GLIIHUHQWLDWLQJ�WKH�HOLWH�IURP�LWV�EDVH��%XW�
LQWUD�HOLWH�ULYDOULHV��WKH�QHHG�WR�VDWLVI\�WKH�PLGGOH�DQG�ORZHU�UDQNV�RI�WKH�
RIILFHU�FRUSV��UHFUXLWHG�IURP�DQG�FORVH�WR�WKH�UHJLPHV
�SRSXODU�EDVH���DQG�WKH�
QHHG�WR�FRQWDLQ�WKH�DSSHDO�RI�FRXQWHUHOLWHV��� DOO�RSHUDWH�WR�PDLQWDLQ�VRPH�HOLWH�
VHQVLWLYLW\�WR�WKH�H[SHFWDWLRQV�RI�LWV�FRQVWLWXHQF\��$QG��WR�WKH�H[WHQW�WKDW�WKH�
%D
WK�SROLWLFDO�V\VWHP�LV�FORVHG�WR�GHPDQGV�IURP�WKH�PRUH�SULYLOHJHG�FODVVHV��
SXEOLF�SROLF\�KDV�EHHQ�PRUH�OLNHO\�WR�UHVSRQG�WR�WKH�QHHGV�RI�LWV�SRSXODU�EDVH��
7KH�UHJLPH�GRHV�KDYH�D�SRSXODU�FRQVWLWXHQF\�ZKLFK�UHDFKHV�UHODWLYHO\�GHHS�

LQWR�WKH�SHULSKHULHV�DQG�WKH�ORZHU�VWUDWD��FXWV�DFURVV�VHFWDULDQ�DQG�UHJLRQDO�
FOHDYDJHV��DQG�FRQWDLQV�RSSRVLWLRQ�DFFHVV�WR�WKH�PDVVHV��<HW�LW�LV�SUREDEO\�IDLU�
WR�VD\�WKDW��H[FHSW�IRU�HOHPHQWV�QHDU�WKH�FHQWHU�ZLWK�D�ELJ�VWDNH�LQ�WKH�UHJLPH��
WKH�VXSSRUW�RI�WKLV�EDVH�LV�OXNHZDUP��,W�KDV�PXFK�FDXVH�IRU�GLVVDWLVIDFWLRQ�
ZLWK�WKH�WDUQLVKHG�QDWLRQDOLVW�UHFRUG�RI�WKH�UHJLPH��WKH�JURZWK�RI�VHOI�VHUYLQJ�
EHKDYLRU�LQ�WKH�HOLWH��DQG� WKH�HURVLRQ�RI�HTXDOLW\��0RUHRYHU��PDQ\�
SDUWLFLSDWRU\�DVSLUDWLRQV�UHPDLQ�XQPHW��PDQ\�SDUW\�PHPEHUV��ZKLOH�OR\DO�WR�
WKH�UHJLPH��RSSRVH�SDUWLFXODU�SROLFLHV�DQG�HOHPHQWV�RI�WKH�OHDGHUVKLS��DQG�DUH�
IUXVWUDWHG�LQ�WKHLU�GHVLUH�WR�HIIHFW�FKDQJHV�DW�WKH�WRS��%XW��IRU�PRVW�RI�WKH�
UHJLPH
V�FRQVWLWXHQF\��WKHUH�LV�QR�YLDEOH�DOWHUQDWLYH�WR�WKH�%D
WK����

����6HH�P\�VWXGLHV�3DUW\�DQG�3HDVDQW����/RFDO�3ROLWLFV�LQ�6\ULD���DQG��3ROLWLFDO�
5HFUXLWPHQW�DQG�6RFLDOL]DWLRQ�LQ�6\ULD��IRU�GLVFXVVLRQV�RI�WKH�UHJLPH
V�EDVH��
SDUWLFXODUO\�LWV�UXUDO�FRQVWLWXHQF\��,Q�D�SDSHU�SUHSDUHG�IRU�D�665&�&RQIHUHQFH�RQ�
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7KH�2SSRVLWLRQ�

6LQFH�LWV�SRZHU�VHL]XUH��WKH�%D
WK�KDV�IDFHG�VWURQJ�RSSRVLWLRQ�ZKLFK�LW�KDV�
SURYHG�ODUJHO\�LQFDSDEOH�RI�HLWKHU�HUDGLFDWLQJ�RU�DFFRPPRGDWLQJ��0RVW�RI�LW�
KDV�EHHQ�XUEDQ�FHQWHUHG��DQG�PXFK�RI�LWV�OHDGHUVKLS�KDV�EHHQ�UHFUXLWHG�HLWKHU�
IURP�WKH�ERXUJHRLVLH�WKH�%D
WK�GHSULYHG�RI�ZHDOWK�DQG�SRZHU��RU�IURP�WKH�
ULYDO�PLGGOH�FODVV�SROLWLFDO�PRYHPHQWV�LW�H[FOXGHG�IURP�D�VKDUH�RI�UXOH��
,Q�WKH�ILUVW�\HDUV�RI�%D
WK�UXOH��1DVVHULVP��EDVHG�LQ�WKH�XUEDQ�PLGGOH�FODVV��

FRQVWLWXWHG�WKH�VWURQJHVW�RSSRVLWLRQ�IRUFH��E\�WKH�VHYHQWLHV��WKLV�RSSRVLWLRQ�
KDG�ODUJHO\�GLVVLSDWHG��$�VPDOO�OLEHUDO�RSSRVLWLRQ��PDGH�XS�RI�VHJPHQWV�RI�WKH�
ROG� HOLWH��SURIHVVLRQDO��DQG�EXVLQHVV�HOHPHQWV��KDV�RSSRVHG�WKH�%D
WK
V�
DXWKRULWDULDQ�HWDWLVW�FRXUVH��,VODPLF�IXQGDPHQWDOLVP�UHSUHVHQWV�WKH�PRVW�
GXUDEOH�DQG�SRZHUIXO�ZLQJ�RI�WKH�RSSRVLWLRQ�DQG�LV�FXUUHQWO\�WKH�PDLQ�
DOWHUQDWLYH�WR�WKH�%D
WK��,WV�OHDGHUVKLS�LV�GUDZQ�IURP�WKH�XODPD��PHUFKDQW��DQG�
QRWDEOH�IDPLOLHV��DQG�LWV�EDVH�HPEUDFHV�WKH�PHUFKDQWV��DUWLVDQV��DQG�ORZHU�
FODVVHV�RI�WKH�WUDGLWLRQDO�6�XQQL�XUEDQ�TXDUWHUV��7KHVH�HOHPHQWV�KDYH�EHHQ�
PRVW�UHFHSWLYH�WR�SROLWLFDO�,VODP� EHFDXVH�WKHLU�UHOLJLRVLW\�PDNHV�WKHP�
UHVHQWIXO�RI�WKH�VHFXODU��PLQRULWDULDQ�FDVWH�RI�WKH�%D
WK��,Q�DGGLWLRQ��WKH\�KDYH�
EHHQ�PRVW�GDPDJHG�E\�WKH�HWDWLVW�SRSXOLVW�SROLFLHV�RI�WKH�UHJLPH��VWDWH�
LQWHUYHQWLRQ�LQ�WKH�PDUNHW�DQG�WKH�YLOODJH��GRPLQDWHG�EHIRUH�WKH�%D
WK�E\�WKH�
XUEDQ�ODQGORUG�PHUFKDQW�HVWDEOLVKPHQW��KDV�UHSUHVHQWHG�D�SHUVLVWHQW�DQG�
EDVLF�JULHYDQFH�RI�WKH�VXN��7KXV�D�ELJ�SDUW�RI�WKH�FLW\�KDV�\HW��DIWHU�QHDUO\�WZR�
GHFDGHV��WR�UHFRQFLOH�LWVHOI�WR�%D
WK�SDUW\�UXOH��

)RU�WKH�PRVW�SDUW��WKH�UHJLPH�KDV�GHFOLQHG�WR�VKDUH�SROLWLFDO�SRZHU�ZLWK�
RSSRVLWLRQ�IRUFHV��7KH�IHZ�FKDQQHOV�RI�LQVWLWXWLRQDO�DFFHVV�WR�GHFLVLRQPDNHUV�
RSHQ�WR�WKHP��� SURIHVVLRQDO�V\QGLFDWHV��FKDPEHUV�RI�FRPPHUFH��SDUOLDPHQW���
FDUU\�PRGHVW�SROLWLFDO�ZHLJKW�LQ�WKH�%D
WK�V\VWHP��+HQFH�RSSRVLWLRQ�DFWLYLW\�
KDV�WDNHQ�FRYHUW�RU�DQWL�UHJLPH�IRUPV��$OWKRXJK�ULVN\�DQG�FRVWO\��VXFK�
SROLWLFDO�DFWLRQ�KDV�QRW�EHHQ�LQHIIHFWLYH�LQ�ZULQJLQJ�FRQFHVVLRQV�IURP�WKH�
UHJLPH��'LVLQYHVWPHQW��WKH�EUDLQ�GUDLQ��DQG�WKH�HFRQRPLF�JXHULOOD�ZDUIDUH�RI�
WKH�VXN�DJDLQVW�WKH�UHJLPH�LQ�WKH�VL[WLHV�SOD\HG�D�UROH�LQ�GHUDLOLQJ�WKH�UDGLFDO�
%D
WK�OHDGHUVKLS��8UEDQ�VWUHHW�GLVWXUEDQFHV�KDYH�ZRQ�OLEHUDOL]DWLRQ�PHDVXUHV�
DQG�DW�OHDVW�OLS�VHUYLFH�WR�UHOLJLRQ��%ULEHU\�LQFUHDVLQJO\�RSHQV�GRRUV�KLWKHUWR�
FORVHG�IRU�WKRVH�ZLWK�PRQH\��7KH�RSSRVLWLRQ�KDV�QRW��KRZHYHU��EHHQ�DEOH�WR�
IRUFH�D�VLJQLILFDQW�FKDQJH�LQ�WKH�VWUXFWXUH�RI�WKH�SROLWLFDO�V\VWHP�RU�WR�EULQJ�
GRZQ�WKH�UHJLPH�LQ�VSLWH�RI�VL[�PDMRU�XUEDQ�XSULVLQJV�DQG�D�YHU\�HIIHFWLYH�
UHFHQW�FDPSDLJQ�RI�DVVDVVLQDWLRQV�DQG�VDERWDJH��7R�WRSSOH�WKH�UHJLPH��WKH�
RSSRVLWLRQ�PXVW�EUHDN�WKH�FURVV�VHFWDULDQ�FRDOLWLRQ�DW�WKH�%D
WK�FHQWHU��
GHVWUR\�SDUW\�PRUDOH�DQG�PLOLWDU\�GLVFLSOLQH��DQG�FDXVH�WKH�PDVV�GHVHUWLRQ�RI�

6RFLDO�/HJLVODWLRQ�LQ�WKH�0LGGOH�(DVW��HQWLWOHG��6RFLDO�3ROLF\�8QGHU�WKH�%D
WK��
,GHRORJ\��/HJLVODWLRQ�DQG�,PSOHPHQWDWLRQ�LQ�6\ULD�DQG�,UDT���,�DQDO\]H�WKH�UHJLPH
V�
UHODWLRQV�ZLWK�WKH�ZRUNLQJ�FODVV��
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WKH�%D
WK
V�FRQVWLWXHQF\��DQG��RU�PRELOL]H�WKH�SROLWLFDOO\�LQDFWLYH�HOHPHQWV�
ZKLFK�DUH�FXUUHQWO\�LQ�QHLWKHU�FDPS��,W�LV�GRXEWIXO�ZKHWKHU�WKH�RSSRVLWLRQ�KDV�
D�VXIILFLHQW�SRSXOLVW�RU�QDWLRQDOLVW�FKDUDFWHU�WR�HQOLVW�VXFK�EURDG�VXSSRUW�
DJDLQVW�D� UHJLPH�ZKLFK�UHWDLQV�D�PRGLFXP�RI�OHJLWLPDF\�RQ�ERWK�WKHVH�
JURXQGV��%XW�WKH�SHUVLVWHQFH�RI�LQWHQVH�RSSRVLWLRQ�XQGHUPLQHV�WKH�UHJLPH
V�
HIIRUW�WR�FDUU\�RXW�LWV�SROLFLHV�DQG�SUHYHQWV�WKH�SROLWLFDO�UHOD[DWLRQ�DQG�JUHDWHU�
LQVWLWXWLRQDOL]DWLRQ�RI�SRSXODU�SDUWLFLSDWLRQ�ZKLFK�PLJKW�DFFRPPRGDWH�PRUH�
6\ULDQV�WR�%D
WK�UXOH����

7KH�3ROLWLFDOO\�,QDFWLYH�

7KLV�WKLUG�VHJPHQW�RI�WKH�SRSXODWLRQ��RXWVLGH�WKH�SROLWLFDO�DUHQD��LV�PDGH�XS�
RI�WKRVH�ORZHU�VWUDWD�HOHPHQWV�ZKR�ODFN�WKH�FRQVFLRXVQHVV�RU�UHVRXUFHV�WR�
LQYROYH�WKHPVHOYHV�LQ�SROLWLFV�DQG�WKRVH�RWKHU�SHUVRQV�ZKR�FXUUHQWO\�VHH�QR�
JDLQ�LQ�VWDQGLQJ�ZLWK�HLWKHU�UHJLPH�RU�RSSRVLWLRQ��6XFFHVV�E\�UHJLPH�RU�
RSSRVLWLRQ�LQ�PRELOL]LQJ�WKH�LQDFWLYH�WR�LWV�VLGH�FRXOG��KRZHYHU��EH�LPSRUWDQW�
LQ�GHFLGLQJ�WKH�RXWFRPH�RI�WKHLU�FRQIOLFW��,Q�WKLV�FRPSHWLWLRQ��WKH�%D
WK�HQMR\V�
WKH�VXSHULRU�UHVRXUFHV�RI�JRYHUQPHQW��EXW�WKH�RSSRVLWLRQ�FDQ�SODXVLEO\�
DWWULEXWH�DOO�UHVSRQVLELOLW\�IRU�6\ULD
V�LOOV�WR�D� UHJLPH�ZKLFK�LQVLVWV�RQ�
PRQRSROL]LQJ�SRZHU��

$87+25,7$5,$1�3238/,60� ,1�6<5,$�� $1�$66(660(17�

,QVWLWXWLRQ���%XLOGLQJ�

7KHUH�VHHPV�OLWWOH�XWLOLW\�LQ�FKDUDFWHUL]LQJ�6\ULD�DV�HLWKHU��SUDHWRULDQ��RU�
�FLYLF���8QGHU�WKH�%D
WK�HQRXJK�LQVWLWXWLRQ�EXLOGLQJ�KDV�JRQH�RQ�WR�FRQWDLQ�
EXW�QRW�WR�HUDGLFDWH�SUDHWRULDQLVP��2Q�WKH�RQH�KDQG��FHQWUDO�SDUW\�VWDWH�
LQVWLWXWLRQV�XOWLPDWHO\�SURYHG�WRR�IUDJLOH�WR�VXERUGLQDWH�WKH�PLOLWDU\�WR�OHJDO�
DXWKRULW\��HOLPLQDWH�WKH�XVH�RI�PLOLWDU\�YLROHQFH�LQ�GHFLVLRQPDNLQJ�DQG�
UHFUXLWPHQW��RU�VXIILFLHQWO\�GLOXWH�VHFWDULDQ��SHUVRQDOLVWLF��DQG�LGHRORJLFDO�
IDFWLRQDOLVP�DPRQJ�D�IUDJPHQWHG�HOLWH��,Q�WLPH�WKH�UHJLPH�UHYHUWHG�WR�D�PRUH�
WUDGLWLRQDO�PRGHO��VXERUGLQDWLQJ�IRUPDO�LQVWLWXWLRQV�WR�SHUVRQDOLVWLF�OHDGHU��
VKLS�DQG�FOLHQWDOLVP��7KH�LGHRORJLFDO�GLVFLSOLQH�QHHGHG�WR�FRQWDLQ�FRUUXSWLRQ�
LQ�WKH�SROLWLFDO�SURFHVV�DOVR�UDSLGO\�PHOWHG�DZD\��

����5DELQRYLFK��6\ULD�8QGHU�WKH�%D
WK���DQG�3HWUDQ��6\ULD��FRQWDLQ�JRRG�DQDO\VHV�RI�
WKH�QDWXUH�DQG�EDVHV�RI�RSSRVLWLRQ�LQ�WKH�VL[WLHV��,�KDYH�DWWHPSWHG�WR�DQDO\]H�WKH�
FKDUDFWHU�RI�WKH�RSSRVLWLRQ�LQ�WKH�ODWH�VHYHQWLHV�LQ�D�FRQWULEXWLRQ�HQWLWOHG���7KH�,VODPLF�
0RYHPHQW�LQ�6\ULD��6HFWDULDQ�&RQIOLFW�DQG�8UEDQ�5HEHOOLRQ�LQ�DQ�$XWKRULWDULDQ��
3RSXOLVW�5HJLPH���LQ�$OL�(��+LOODO�'HVVRXNL��,VODPLF�5HVXUJHQFH�LQ�WKH�$UDE�:RUOG�
�1HZ�<RUN���������SS����������
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���� $UDE�6WXGLHV�4XDUWHUO\�

2Q�WKH�RWKHU�KDQG��WKHUH�LV�D�UHDO�SROLWLFDO�SDUW\�LQ�6\ULD��DQG�LW�KDV�PDGH�D�
GLIIHUHQFH��JLYLQJ�WKH�UHJLPH�D�VWUHQJWK�LW�ZRXOG�ODFN�ZHUH�LW�WR�UHO\�PHUHO\�RQ�
SHUVRQDO��PLOLWDU\��RU�EXUHDXFUDWLF�UXOH�DV�KDYH�PDQ\�DXWKRULWDULDQ�6WDWHV��
,GHRORJ\�DQG�RUJDQL]DWLRQ�KDYH�KHOSHG�PXWH�FOHDYDJHV�DQG�SUDHWRULDQLVP�
ZLWKLQ�WKH�UHJLPH��DQG�LPEXH�LW�ZLWK�VROLGDULW\�DJDLQVW�RXWVLGH�IRUFHV��7KH�
UHJLPH�KDV�EHHQ�DEOH�WR�PRELOL]H�DQG�RUJDQL]H�D�VXSSRUW�EDVH�ZKLFK�FXWV�
DFURVV�DQG�KHOSV�FRQWDLQ�WKH�QXPHURXV�FOHDYDJHV�LQ�6\ULDQ�VRFLHW\��&RYHUW�
SUDHWRULDQLVP�OXUNV�EHORZ�WKH�VXUIDFH�RI�WKH�UHJLPH��EXW�KDV�EHHQ�FRQWDLQHG�
HQRXJK�WR�LPSDUW�D�PRGLFXP�RI�VWDELOLW\�WR�LW��,Q�FRQWUDVW�WR�WKH�FKDRWLF�SUH��
%D
WK�SHULRG��VLQFH������WKHUH�KDYH�EHHQ�RQO\�WZR�FKDQJHV�RI�OHDGHUVKLS��ERWK�
IURP�LQVLGH�WKH�HVWDEOLVKPHQW��0RUHRYHU��LQ�VSLWH�RI�WKHVH�FKDQJHV��WKHUH�KDYH�
EHHQ�IHZ�DEUXSW�GHSDUWXUHV�IURP�WKH�%D
WK
V�QDWLRQDOLVW�HWDWLVW�SRSXOLVW�
FRXUVH��

/HJLWLPDF\�DQG�3DUWLFLSDWLRQ�

%HFDXVH�WKH�%D
WK�FDPH�WR�SRZHU�E\�D�FRXS�UDWKHU�WKDQ�DW�WKH�KHDG�RI�D�
EURDG��EDVHG�PRYHPHQW��\HW�VHW�RXW�WR�UXOH�DORQH�DQG�LPSRVH�D�UHYROXWLRQ�
IURP�DERYH�RQ�DQ�DOUHDG\�IUDJPHQWHG�VRFLHW\��LW�LQFLWHG�LQWHQVH�RSSRVLWLRQ�
IURP�WKH�VWDUW��6XEVHTXHQWO\�LW�PRELOL]HG�VXSSRUW��DQG�GUHZ�QHZ�DFWRUV�LQWR�
WKH�SROLWLFDO�V\VWHP��,QD�VHQVH��LW�QDUURZHG�SROLWLFDO�SDUWLFLSDWLRQ�DW�WKH�DSH[��
EXW�SDUWO\�PDGH�XS�IRU�LW�E\�ZLGHQLQJ�LW�DW�WKH�EDVH��%XW�WKH�OHYHO�RI�DFWLYLVP�
VWLPXODWHG�DPRQJ�LWV�FRQVWLWXHQF\�ZDV�WRR�ORZ�DQG�WKH�H[WHQW�RI�FRQWUROV�RYHU�
LW�WRR�WLJKW�WR�HLWKHU�LQWHQVHO\�PRELOL]H�DQG�VDWLVI\�LWV�RZQ�VXSSRUWHUV��RU�
ZKROO\�PDNH�XS�IRU�WKH�H[FOXVLRQ�RI�QRQ�%D
WK�SROLWLFDO�IRUFHV�IURP�WKH�DUHQD�
RI�SDUWLFLSDWLRQ��7KXV��LW�DOLHQDWHG�D�PXOWLWXGH�RI�SROLWLFDO�ULYDOV��EXW��LQ�
FRQWUDVW�WR�WRWDOLWDULDQ�UHJLPHV��SURYHG�XQDEOH�WR�HUDGLFDWH�FRXQWHUHOLWHV��
GHSULYH�WKHP�RI�WKHLU�PDVV�EDVHV��RU�VXEPHUJH�WKHP�LQ�D� WRWDO�PDVV�
PRELOL]DWLRQ��+HQFH�LW�KDV�KDG�WR�FRQVWDQWO\�DOWHUQDWH�EHWZHHQ�UHSUHVVLRQ�RI�
FKDOOHQJHV�WR�LWV�UXOH�DQG�FRQFHVVLRQV�WR�WKH�RSSRVLWLRQ��5HO\LQJ�RQ�LWV�RZQ�
UXUDO�ORZHU�VWDWXV�EDVH��LW�KDV�EHHQ�DEOH�WR�FRQWDLQ�XUEDQ�DQG�XSSHU�FODVV�
RSSRQHQWV��EXW�QRW�WR�RYHUFRPH�WKH�HPHUJHQFH�RI�D�JUHDW�QHZ�FOHDYDJH�LQ�
6\ULD��� WKDW�EHWZHHQ�WKH�UHJLPH�DQG�LWV�HQHPLHV��7KH�FRVW�KDV�EHHQ�D�IDLOXUH�WR�
EXLOG�WKH�OHJLWLPDWH�QHZ�SROLWLFDO�RUGHU�WR�ZKLFK�WKH�%D
WK�DVSLUHG�DQG�ZKLFK�
LV�XOWLPDWHO\�FULWLFDO�WR�WKH�VXFFHVV�RI�LWV�QDWLRQDOLVW�DQG�PRGHUQL]LQJ�JRDOV��

3ROLF\�3HUIRUPDQFH�

1HYHUWKHOHVV��WKH�%D
WK
V�DXWKRULWDULDQ�SRSXOLVW�6WDWH�GLG�VXFFHVVIXOO\�XVH�
LWV�FRHUFLYH�SRZHU�WR�EUHDN�DQG�UHGLVWULEXWH�JUHDW�FRQFHQWUDWLRQV�RI�ZHDOWK�
DQG�WR�ODXQFK�D�PRGHUQL]DWLRQ�GULYH�ZKLFK�WRJHWKHU�KDYH�WUDQVIRUPHG�6\ULDQ�
VRFLHW\��,Q�WKH�DEVHQFH�RI�FRQFHQWUDWHG�VWDWH�SRZHU�WKHVH�FKDQJHV�DUH�KDUGO\�
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LPDJLQDEOH��<HW�WKLV�SRZHU�KDV�QRW�EHHQ�HQRXJK�WR�IRUJH�D�QHZ�VRFLDOLVW�
VRFLRHFRQRPLF�RUGHU��7KH�6WDWH�WRRN�RYHU�WKH�KHLJKWV�RI�WKH�HFRQRP\��
LQWHUYHQHG�LQ�DQG�WULHG�WR�UHVKDSH�WKH�PDUNHW��EXW�ZLWKRXW�DGHTXDWHO\�
GHYHORSLQJ�WKH�LQVWUXPHQWV�RI�D�FRPPDQG�HFRQRP\�RU�UHSODFLQJ�SULYDWH�
HQWHUSUHQHXUVKLS�DV�WKH�PRWRU�RI�WKH�HFRQRP\�ZLWK�D�GLVFLSOLQHG�LGHRORJLFDO�
SDUW\��,W�DOLHQDWHG�WKH�SULYDWH�VHFWRU��EXW�ZRXOG�RU�FRXOG�QRW�HUDGLFDWH�LW�RU�
FRQWURO�LW�LQ�WKH�LQWHUHVWV�RI�GHYHORSPHQW��7KLV��FRPELQHG�ZLWK�PDVVLYH�EXW�
SROLWLFDOO\�HVVHQWLDO�FRPPLWPHQWV�WR�GHIHQVH�DQG�SRSXOLVW�ZHOIDUH��SURGXFHG�D�
UHVRXUFH�FUXQFK�ZKLFK�IRUFHG�D�ZLGHQLQJ�HFRQRPLF�OLEHUDOL]DWLRQ�DQG��LQ�LWV�
WUDLQ��QHZ�LQHTXDOLWLHV��H[WHUQDO�GHSHQGHQF\��DQG�DQ�HURVLRQ�RI�WKH�QDWLRQDO��
SRSXOLVW�FRXUVH��7KHVH�GHYHORSPHQWV�IROORZHG��LQ�SDUW��IURP�WKH�IDLOXUH�RI�WKH�
%D
WK�WR�LQVWLWXWLRQDOL]H�DXWKRULW\�DQG�ZLQ�DFFHSWDQFH�DQG�FRPSOLDQFH�IURP�
PRUH�WKDQ�D�SDUW�RI�WKH�SRSXODWLRQ��
([WHUQDO�IDFWRUV�KDYH�DOVR�EHHQ�FULWLFDO��7KH�%D
WK�NQHZ�LWV��VRFLDOLVW��

SROLF\�ZDV�RQO\�YLDEOH�LQ�D�ZLGHU�$UDE�IUDPHZRUN��LQGHHG��WKLV�SROLF\�ZDV�
PHDQW�HVVHQWLDOO\�WR�VHUYH�D�ZLGHU�$UDE�QDWLRQDO�UHYROXWLRQ��%XW�LWV�HIIRUWV�WR�
H[SRUW�UHYROXWLRQ�ZDV�D�WKUHDW�WR�ORFDO�DQG�JOREDO�LQWHUHVWV��,VUDHO��LQ�LWV������
VWULNH�DW�6\ULD��QLSSHG�WKH�HIIRUW�LQ�WKH�EXG��7KH�VXEVHTXHQW�HURVLRQ�RI�WKH�
%D
WK
V�QDWLRQDO�SRSXOLVW�FRPPLWPHQWV�VXJJHVW�WKDW�LWV�KLVWRULFDO�UROH�ZLOO�QRW�
EH�WKH�FUHDWLRQ�RI��VRFLDOLVP��LQ�6\ULD��EXW�WKH�GHVWUXFWLRQ�RI�SDWULPRQLDOLVP��
FOHDULQJ�WKH�ZD\�IRU�D�PL[HG�VWDWH�SULYDWH�FDSLWDOLVW�URDG�UHLQFRUSRUDWHG��YLD�
$UDE�SHWURSRZHU��LQWR�WKH�V\VWHP�RI�ZRUOG�FDSLWDOLVW�GHSHQGHQF\��<HW�WKLV�ZLOO�
GHSHQG�RQ�D�VROXWLRQ�WR�WKH�SUREOHP�RI�3DOHVWLQH�ZKLFK��LURQLFDOO\��WKH�%D
WK�
KDV�KHOSHG�WR�SXW�DQG�NHHS�RQ�WKH�ZRUOG�SROLWLFDO�DJHQGD��

&RQFOXVLRQV�

7KH�%D
WK�UHJLPH
V�PDMRU�VWUHQJWKV�KDYH�EHHQ�LWV�SDUW\�RUJDQL]DWLRQ�DQG�LWV�
SRSXOLVW�HJDOLWDULDQ�SROLFLHV��ZKLFK��WRJHWKHU��KDYH�HQDEOHG�LW�WR�ZLQ�DQG�
FRQVROLGDWH�D�VXSSRUW�EDVH��LWV
�ZHDNQHVVHV��WKH�OLPLWHG�DELOLW\�WR�VDWLVI\�
SDUWLFLSDWRU\�GHPDQGV�DQG�WKH�YXOQHUDELOLW\�WR�DEXVH�RI�SRZHU�W\SLFDO�RI�
DXWKRULWDULDQ�UHJLPHV��2YHUDOO��WKH�%D
WK
V�DXWKRULWDULDQ�SRSXOLVW�PRGHO�KDV�
SURYHQ�PXFK�OHVV�HIIHFWLYH�WKDQ�LWV�DUFKLWHFWV�KRSHG��<HW�LWV�SHUIRUPDQFH�PXVW�
EH�DVVHVVHG�LQ�WKH�OLJKW�RI�WKH�LQWHQVH�FHQWULIXJDO�IRUFHV��HQYLURQPHQWDO�
FRQVWUDLQWV��DQG�RYHUORDG�RI�GHPDQGV�ZLWK�ZKLFK�LW�KDV�KDG�WR�FRSH��
0RUHRYHU��LW�LV�GRXEWIXO�ZKHWKHU�DQ\�RWKHU�PRGHO�ZRXOG�KDYH�SURYHQ�EHWWHU��
WRWDOLWDULDQ�UHJLPHV�DUH�GLIILFXOW�DQG�FRVWO\�WR�EXLOG��FRQVHUYDWLYH�DXWKRULWDU��
LDQLVP�ERWK�UHSUHVVLYH�DQG�LQHJDOLWDULDQ��DQG�WKH�UHFRUG�RI�OLEHUDOLVP�LQ�WKH�
7KLUG�:RUOG��GLVPDO��,I�WKH�%D
WK�KDG�QRW�H[LVWHG��6\ULDQV�PLJKW�KDYH�KDG�WR�
LQYHQW�VRPHWKLQJ�OLNH�LW��
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