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7KH� LPSRUWDQFH�RI�WKH�FRXQWU\VLGH��ULHI��IRU�WKH�VRFLDO�DQG�
HFRQRPLF�GHYHORSPHQW�RI�$UDE�VRFLHWLHV�ZKRVH�SRSXODWLRQV�DUH�
VWLOO�JUHDWO\�SHDVDQW�LQ�FRPSRVLWLRQ�DQG�ZKRVH�ZHDOWK�LV�VWLOO�EDVHG�
RQ�DJULFXOWXUH�VHHPV�LQFRQWHVWDEOH��/HVV� REYLRXV��EXW�HTXDOO\�
LPSRUWDQW��LV�WKH�SROLWLFDO�UROH�RI�WKH�SHDVDQWU\�DQG�WKH�UXUDO�DUHDV�
LQ�WKH�SURFHVV�RI�WUDQVLWLRQ�IURP�WUDGLWLRQDO�WR�PRUH�PRGHUQ�W\SHV�
RI�VRFLDO�DQG�SROLWLFDO�V\VWHPV�LQ�WKH�0LGGOH�(DVW��7KHUH�LV�SOHQW\�
RI�HYLGHQFH�WKDW�SROLWLFDO�PRGHUQL]DWLRQ�FDQQRW�WDNH�SODFH�ZLWKRXW�
D� VROXWLRQ�WR�WKH�SHDVDQW�SUREOHP��� ZLWKRXW�WKHLU�LQFRUSRUDWLRQ�
LQWR�WKH�SROLWLFDO�V\VWHP��+XQWLQJWRQ�KROGV�WKDW�LQ�PRGHUQL]LQJ�
FRXQWULHV�ZKHUH�WKH�EXON�RI�WKH�SRSXODWLRQ�LV�UXUDO�EXW�ZKHUH�
SROLWLFV�UHPDLQV�D�SUHGRPLQDWHO\�XUEDQ�JDPH��JRYHUQPHQWV�DUH�
OLNHO\�WR�EH�HSKHPHUDO��XQVWDEOH�DQG�LQHIIHFWLYH��+H� DUJXHV�WKDW�
WKH�HVWDEOLVKPHQW�RI�VWDEOH�DQG�HIIHFWLYH�UHJLPHV�UHTXLUHV�EULGJLQJ�
WKH�XUEDQ�UXUDO�JDS�WKURXJK�VRPH�FRDOLWLRQ�RI�XUEDQ�DQG�UXUDO�
IRUFHV�ZKLFK�ZLOO�EULQJ�WKH�SHDVDQWU\�LQWR�WKH�V\VWHP��)XUWKHU��
PRUH��ERWK�+XQWLQJWRQ�DQG�%DUULQJWRQ�0RRUH� DUJXH�WKDW�WKH�
SDUWLFXODU�W\SH�RI�OHDGHUVKLS�XQGHU�ZKLFK�WKH�SHDVDQWV� DUH�
EURXJKW�LQWR�WKH�SROLWLFDO�V\VWHP�JUHDWO\�VKDSHV�WKH�ZKROH�VXEVH��
TXHQW�GHYHORSPHQW�RI�WKH�V\VWHP��7KH�FRXQWU\VLGH��DFFRUGLQJ�WR�
+XQWLQJWRQ��SOD\V�D�FUXFLDO�VZLQJ�UROH�DQG�WKLV�UROH�YDULHV�IURP�
YHU\�FRQVHUYDWLYH�WR�YHU\�UHYROXWLRQDU\��7KUHH�SRVVLELOLWLHV�VHHP�
WR�EH�W\SLFDO��2QH�RXWFRPH�LV�ZKHUH�SHDVDQWV�DUH�EURXJKW�LQWR�WKH�
V\VWHP�E\�XSSHU�FODVV�OHDGHUVKLS��VRPHWLPHV�WKURXJK�D�IRUPDOO\�
OLEHUDO�W\SH�HOHFWRUDO�V\VWHP��LQIRUPDOO\�EDVHG�RQ�SDWURQDJH�DQG�
WUDGLWLRQDO� V\PEROLVP�� VRPHWLPHV� WKURXJK� D� FRQVHUYDWLYH�
DXWKRULWDULDQ�V\VWHP��,Q�WKLV�FDVH�� WKH�SHDVDQWU\�WHQGV�WR�EH�D�
FRQVHUYDWLYH�IRUFH�LQ�WKH�V\VWHP��KLJKO\�UHVLVWDQW�WR�FKDQJH��,Q�WKH�
0LGGOH�(DVW��WKLV�PD\�EH�WKH�FDVH�LQ�7XUNH\��0RURFFR��/HEDQRQ�
�XQWLO�UHFHQWO\���DQG�SRVVLEO\�-RUGDQ��$�VHFRQG�FDVH�LV�RQH�ZKHUH�
PRGHUQL]LQJ�PLGGOH�FODVV�PLOLWDU\�RIILFHUV�KDYH�WKH�DFXPHQ�DQG�
VNLOO�WR�DGRSW�PRGHUQ�SROLWLFDO�WHFKQRORJ\��VXFK�DV�SDUW\�RUJDQL]D��

����

This content downloaded from 138.251.73.6 on Wed, 04 Mar 2015 14:41:13 UTC
All use subject to JSTOR Terms and Conditions

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


585$/�32/,7,&6�,1�6<5,$� ����

WLRQ�DQG�PDVV�FRPPXQLFDWLRQV��WR�PRELOL]H�WKH�SHDVDQWV�LQWR�WKH�
V\VWHP�IURP�DERYH��WKXV�EURDGHQLQJ�WKHLU�VXSSRUW�EDVH�EH\RQG�
DUP\�DQG�EXUHDXFUDF\��,Q�WKLV�FDVH��WKH�SHDVDQWV�EHFRPH�SDUW�RI�
WKH�VXSSRUW�EDVH�RI�D�UHIRUPLQJ�UHJLPH��(J\SW�LV�WKH�EHVW�H[DPSOH�
RI�WKLV�FDVH�LQ�WKH�0LGGOH�(DVW��EXW�HIIRUWV�KDYH�EHHQ�PDGH�WR�LP��
LWDWH�KHU�PRGHO�LQ�/LE\D��6XGDQ��,UDT������������DQG�SRVVLEO\�
<HPHQ��$�WKLUG�SRVVLELOLW\�LV�WKDW�UDGLFDO�LQWHOOHFWXDOV�PD\�OLQN�XS�
ZLWK�SHDVDQWV�DQG�PRELOL]H�WKHP�IURP�EHORZ�DQG�IURP�WKH�
SHULSKHU\�DV�D�IRUFH�IRU�WKH�RYHUWKURZ�RI�WKH�ROG�UHJLPH��,Q�WKLV�
FDVH��D�VLQJOH�SDUW\�UHJLPH�LV�QRUPDOO\�HVWDEOLVKHG�DQG�D�PRGHUQ��
L]LQJ�VWUDWHJ\�RI�VRFLDO�WUDQVIRUPDWLRQ�LV�FDUULHG�RXW��WKH�SHDVDQWV�
EHFRPH�WKH�VXSSRUW�EDVH�RI�D�UHYROXWLRQ��1R�0LGGOH�(DVWHUQ�FDVHV�
JUHDWO\�UHVHPEOH�WKLV�PRGHO��EXW�,UDT�XQGHU�WKH�%D
WK�VLQFH������
DQG�'HPRFUDWLF�<HPHQ�PD\�FRPH�FORVHVW��2I�FRXUVH��VRPH�FRXQ��
WULHV�PD\�UHSUHVHQW�K\EULGV�RI�WKHVH�WKUHH�SRVVLEOH�RXWFRPHV��DQG��
DV�ZH�ZLOO�DUJXH�EHORZ��6\ULD�PD\�UHSUHVHQW�D�PL[WXUH�RI�WKH�VHF��
RQG�DQG�WKLUG�PRGHOV��7KH�QRWLRQ�XQGHUO\LQJ�WKH�PRGHOV�LV�WKDW�
WKHUH�LV�D�FOHDU�DVVRFLDWLRQ�EHWZHHQ�WKH�W\SH�RI�XUEDQ�UXUDO��HOLWH��
PDVV�FRDOLWLRQ�RI�IRUFHV�ZKLFK�HVWDEOLVKHV�DQG�VXVWDLQV�D�SROLWLFDO�
V\VWHP��LQFOXGLQJ�WKH�SDUWLFXODU�W\SH�RI�HOLWH�SHDVDQW�OLQNV�DQG�WKH�
GHSWK�DQG�LQWHQVLW\�RI�SHDVDQW�SDUWLFLSDWLRQ���RQ�WKH�RQH�KDQG��
DQG��RQ�WKH�RWKHU��WKH�W\SH�RI�SROLWLFDO�LQVWLWXWLRQV�ZKLFK�LW�LV�OLNHO\�
WR�DVVXPH�DQG�WKH�NLQGV�RI�PRGHUQL]LQJ�VWUDWHJLHV�LW�LV�OLNHO\�WR�
SXUVXH�
�

,Q�WKLV�VWXG\��DQ�HIIRUW�ZLOO�EH�PDGH�WR�UHYLHZ�WKH�HYLGHQFH�DV�
UHJDUGV�WKH�FDVH�RI�6\ULD�DQG�WKH�%D
WK�SDUW\�ZKLFK�UXOHV�KHU�WR�VHH�
ZKDW�UHOHYDQFH�WKHVH�PRGHOV�PD\�KDYH�WR�LW�DQG�ZKDW�LW�PD\�FRQ��
WULEXWH�WR�D�WKHRUHWLFDO�XQGHUVWDQGLQJ�RI�WKH�UROH�RI�SHDVDQWV�LQ�
PRGHUQL]DWLRQ��6\ULD�KDV�EHHQ�D�VRFLHW\�ODUJHO\�EDVHG�RQ�WKH�ODQG��
0RUH�WKDQ�KDOI�RI�LWV�ODERU�IRUFH�LV�HQJDJHG�LQ�DJULFXOWXUH��:KLOH�
DJULFXOWXUH�GLUHFWO\�DFFRXQWHG�IRU����SHUFHQW�RI�WKH�QDWLRQDO�
UHYHQXH�LQ�WKH�PLG�ILIWLHV�DQG�RQO\����SHUFHQW�E\�������HYHQ�LQ�WKH�
ODWWHU�\HDU��DJULFXOWXUDO�SURGXFWV�FRQVWLWXWHG�������SHUFHQW�RI�H[��
SRUWV�DQG����SHUFHQW�RI�WKH�YDOXH�RI�LQWHUQDO�WUDGH���6\ULD�LV�LQ��
GXVWULDOL]LQJ��EXW�PRVW�RI�KHU�LQGXVWULHV�DUH�VWLOO�FHQWHUHG�DURXQG�
DJULFXOWXUH��SURFHVVLQJ�DJULFXOWXUDO�UDZ�PDWHULDOV�RU�SURGXFLQJ�

��)RU�WKHRUHWLFDO�GLVFXVVLRQV�RI�WKH�UROH�RI�WKH�SHDVDQWU\�LQ�VRFLDO�DQG�SROLWLFDO�PRGHUQ��
L]DWLRQ��VHH�6DPXHO�3��+XQWLQJWRQ��3ROLWLFDO�2UGHU�LQ�&KDQJLQJ�6RFLHWLHV��1HZ�+DYHQ���������
HVSHFLDOO\�SS���������%DUULQJWRQ�0RRUH��6RFLDO�2ULJLQV�RI�'LFWDWRUVKLS�DQG�'HPRFUDF\��/RUG�DQG�
3HDVDQW�LQ�WKH�0DNLQJ�RI�WKH�0RGHUQ�:RUOG��%RVWRQ���������DQG�(ULF�:ROI��3HDVDQW�:DUV�RI�WKH�
7ZHQWLHWK�&HQWXU\��1HZ�<RUN���������

�� <HK\D�$UXGNL��DO�,TWLVGG�DO�6]UL\\D�DO�+DGLWK�>7KH� 0RGHUQ�6\ULDQ�(FRQRP\@�
�'DPDVFXV��������SS����������
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WKH�UHTXLVLWHV�RI�DJULFXOWXUDO�SURGXFWLRQ��7KXV��6\ULD�EHORQJV�WR�
WKDW�FODVV�RI�VRFLHWLHV�LQ�WUDQVLWLRQ�IURP�WUDGLWLRQDO�$JUDULD�WR�D�
PRUH�PRGHUQ�LQGXVWULDOL]HG�W\SH�RI�VRFLHW\��,Q�WKLV�WUDQVLWLRQ��WKH�
SUREOHP�RI�WKH�SHDVDQWV�DQG�WKH�ODQG�EHFDPH�DQ�DFXWH�LVVXH�RI�
SROLWLFDO�FRQIOLFW�DQG�RXW�RI�WKLV�FRQIOLFW��LQ�SDUW��LVVXHG�WKH�ULVH�RI�
D� UDGLFDO� SRSXOLVW�UHJLPH�OHG� E\�WKH�%D
WK�SDUW\�ZKLFK�KDV�
VLJQLILFDQWO\�UHVKDSHG�VWDWH�DQG�VRFLHW\�RYHU�WKH�ODVW�GHFDGH�DQG�D�
KDOI��

75$',7,21$/� 62&,(7<� $1'�7+(� 5,6(� 2)�7+(� %$
7+��
$�&$6(� 2)�585$/� 5(92/7�

7KH� ULVH�RI�WKH�%D
WK�KDV�WR�EH�SXW�DJDLQVW�D�EDFNJURXQG�RI�
VRFLDO�FKDQJH�DQG�FRQWUDGLFWLRQ�LQ�SRVWLQGHSHQGHQFH�6\ULD��:KHQ�
6\ULD�EHFDPH�LQGHSHQGHQW�KHU�VRFLRSROLWLFDO�VWUXFWXUH�ZDV�ZKDW�
PLJKW�EHVW�EH�FDOOHG�QHRIHXGDO�RU�QHRSDWULPRQLDO��VKH�ZDV�EHJLQ��
QLQJ�WR�PRGHUQL]H��EXW�WKH�PDLQ�OLQHV�RI�WKH�WUDGLWLRQDO�V\VWHP�UH��
PDLQHG�LQWDFW������WKH�ILUVW�KLVWRULFDOO\�LPSRUWDQW�GLYLVLRQ�RI�ODERU��
QDPHO\��WKDW�EHWZHHQ�WKH�SUHLQGXVWULDO�FLW\�DQG�WKH�FRXQWU\VLGH��
UHPDLQHG�GRPLQDQW��DQG����� VRFLHW\�UHPDLQHG�VHJPHQWHG�LQWR�D�
SOHWKRUD�RI��OLWWOH�FRPPXQLWLHV��RQO\�ZHDNO\�LQWHJUDWHG�ZLWK�HDFK�
RWKHU�DQG�ZLWK�WKH�FHQWHU���

,Q�WKH�FLW\�ZDV�WKH�WUDGLWLRQDO�HOLWH�RI�JUHDW�IDPLOLHV�ZKLFK�KHOG�
LQ�LWV�KDQGV�D�PRQRSRO\�RI�SRZHU��ZHDOWK�DQG�VWDWXV��0HPEHUV�RI�
WKH�HOLWH�FRPELQHG�WKH�UROH�RI�SROLWLFLDQ�ZLWK�WKDW�RI�JUHDW�ODQGHG�
PDJQDWH�RU�ZHDOWK\�PHUFKDQW��FRPSUDGRU��RU�JUDLQ�VSHFXODWRU��
%HORZ�WKHP�ZDV�D�WUDGLWLRQDO�PLGGOH�FODVV�RI�OHVVHU�PHUFKDQWV��
VKRSNHHSHUV��XODPD��EXUHDXFUDWV��SURIHVVLRQDOV�DQG�DUWLVDQV��$W�
WKH�ERWWRP�RI�XUEDQ�VRFLHW\�ZHUH�WKH�SHWW\�YHQGRUV��ODERUHUV��EHJ��
JHUV�DQG�OXPSHQSUROHWDULDW��7KH�FRXQWU\VLGH�ZDV�D�ZRUOG�DSDUW�
IURP�WKH�FLW\��+HUH�OLYHG�WKH�PDMRULW\�RI�WKH�SRSXODWLRQ�LQ�VRPH�
�����YLOODJHV��WKHUH�ZHUH�D�IHZ�SURVSHURXV�UXUDO�QRWDEOHV��VRPH�
LQGHSHQGHQW�RZQHU�FXOWLYDWRUV��EXW�PRVW�RI�WKH�SHDVDQWV�ZHUH�
ODQGOHVV�WHQDQWV��VKDUHFURSSHUV�RU�DJULFXOWXUDO�ODERUHUV��1RPDGLF�
SDVWRUDO�VRFLHW\�UHSUHVHQWHG�\HW�D� WKLUG��ZRUOG���D� SDWULDUFKDO�
WULEDO�PLOLHX�ZKLFK�WUDGLWLRQDOO\�KDG�FRQWHVWHG�ZLWK�WKH�FLW\�IRU�
FRQWURO�RI�WKH�YLOODJH��

7KLV� VRFLHW\� VKDUHG� WKH� VHJPHQWHG� PRVDLF� VWUXFWXUH�
FKDUDFWHULVWLF�RI�WKH�0LGGOH�(DVW��WKDW�LV��WKH�IUDJPHQWDWLRQ�RI�WKH�

��)RU�D�WKHRUHWLFDO�GLVFXVVLRQ�RI�SDWULPRQLDOLVP�DQG�QHRIHXGDOLVP�VHH�*LGHRQ�6MREHUJ��
7KH�3UH�,QGXVWULDO�&LW\��1HZ�<RUN���������0DU[
V�GLVFXVVLRQ�RI�WKH�GLYLVLRQ�RI�ODERU�LQ�7KH�
*HUPDQ�,GHRORJ\��1HZ�<RUN���������0D[�:HEHU��7KH�7KHRU\�RI�6RFLDO�DQG�(FRQRPLF�2UJDQL]D��
WLRQ��1HZ�<RUN��������SS����������
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SRSXODWLRQ�LQWR�UHODWLYHO\�VHOI�FRQWDLQHG�ULYDO�IDPLOLHV��FODQV��
WULEHV��YLOODJHV�DQG�VHFWV��7KH�LGHQWLILFDWLRQV�DQG�VRFLDO�H[LVWHQFH�
RI�WKH�LQGLYLGXDO�ZHUH�ILUPO\�URRWHG�LQ�DQG�FRQILQHG�WR�WKHVH�
VHJPHQWV��PRVW�VWURQJO\�LQ�WKH�SDWULDUFKDO�IDPLO\��WR�DQ�HYHU��
GHFOLQLQJ�GHJUHH�LQ�HDFK�RI�WKH�VXFFHVVLYHO\�ODUJHU�VRFLDO�VHJPHQWV�
LQ�ZKLFK�WKH�IRUPHU�ZDV�HPEHGGHG��6HJPHQWDOLVP�ZDV�DVVRFLDWHG�
ZLWK�D�FXOWXUH�RI��DUGHQW�SDUWLFXODULVP���HQGHPLF�FRQIOLFW�EHWZHHQ�
WKH�XQLWV��DQG�D�IHHEOHQHVV�RI�KRUL]RQWDO�W\SHV�RI�VRFLDO�FRRSHUD��
WLRQ��9HUWLFDO�WLHV�RI�WULEH�DQG�SDWURQ�FOLHQWDJH��DOWKRXJK�GLVFRQ��
WLQXRXV�DQG�XQVWDEOH��FRQVWLWXWHG�WKH�PRVW�HIIHFWLYH�VRFLDO�FH��
PHQW��$W�WKH�OHYHO�RI�WKH�ZKROH�VRFLDO�V\VWHP��VHJPHQWDOLVP�DS��
SHDUHG�DV�D�JUHDW�FHQWHU�SHULSKHU\�FOHDYDJH��$W�WKH�FHQWHU��ZDV�
WKH�GRPLQDQW�6XQQL�0XVOLP�ODQGORUG�PHUFKDQW�HOLWH�ZKLFK�FRQ��
WUROOHG�WKH�VWDWH�DQG�PXFK�RI�WKH�ZHDOWK�RI�VRFLHW\��5DQJHG�DORQJ�
WKH�SHULSKHULHV�ZHUH�D� JUHDW�YDULHW\�RI�PLQRULW\�FRPPXQLWLHV�
XQGHU�WKHLU�RZQ�SDWULDUFKDO�OHDGHUV��,Q�WKH�/DWDNLD�KLOOV�ZHUH�
$ORXLWHV��,VPDLOLV�DQG�&KULVWLDQV��DORQJ�WKH�QRUWKHUQ�ERUGHU��WKH�
.XUGV��RQ�WKH�GHVHUW�IULQJH��,VPDLOLV��&LUFDVVLDQV��7XUNRPDQV�
DQG�WKH�%HGRXLQ��LQ�WKH�HDVW��.XUGV��%HGRXLQ��DQG�$VV\ULDQV��LQ�
WKH�VRXWK��'UX]H��DQG�LQ�WKH�VRXWKZHVW��&LUFDVVLDQV��$V�WKH�
PLQRULW\�FRPPXQLWLHV�ZHUH�SUHGRPLQDWHO\�SHDVDQW��FODVV�DQG�
XUEDQ�UXUDO�FOHDYDJHV�RYHUODSSHG��WR�VRPH�H[WHQW��ZLWK�WKH�
FHQWHU�SHULSKHU\��FRPPXQDO�GLYLVLRQV��$V�ORQJ�DV�WKHVH�FRP��
PXQLWLHV�UHPDLQHG�VRFLDOO\�XQPRELOL]HG��VRFLHW\�ZDV� PDO��
LQWHJUDWHG�DQG�VWDWLF��

7KLV�VRFLDO�VWUXFWXUH�UHVWHG�RQ�D� SUHGRPLQDWHO\�DJUDULDQ�
HFRQRPLF�EDVH��DQG�WKH�V\VWHP�RI�SURGXFWLRQ�UHODWLRQV�E\�ZKLFK�
WKH�FLW\�H[WUDFWHG�D�VXUSOXV�IRU�LWV�VXSSRUW�IURP�WKH�SHDVDQWU\��
7KH�FUHGLW�DQG�PDUNHWLQJ�RSHUDWLRQV�RI�PHUFKDQWV�DQG�PLG��
GOHPHQ��ELJ�DQG�VPDOO��ZHUH�RQH�VXFK�PHFKDQLVP�RI�H[WUDFWLRQ��
7KH�RWKHU�ZDV�WKH�V\VWHP�RI�ODQGHG�SURSHUW\�FKDUDFWHUL]HG�E\�WKH�
VHSDUDWLRQ�EHWZHHQ�WKH�RZQHUVKLS�DQG�WKH�FXOWLYDWLRQ�RI�ODQG��
7KHUH�ZDV�D�VWULNLQJ�FRQFHQWUDWLRQ�RI�ODQG�LQ�ODUJH�HVWDWHV�DQG�
HYHQ�PDQ\�PHGLXP�DQG�VPDOO�SURSHUWLHV�ZHUH�RZQHG�E\�XUEDQ�
IDPLOLHV�RU�UXUDO�QRWDEOHV�ZKR�GLG�QRW�SHUVRQDOO\�FXOWLYDWH�WKHP��
7ZR�WKLUGV��DW�OHDVW��RI�WKH�SHDVDQWV�ZHUH�ODQGOHVV��7KLV�V\VWHP�
GHWHUPLQHG�D�KLJKO\�XQHTXDO�GLVWULEXWLRQ�RI�DJULFXOWXUDO�UHYHQXH��
,W�DOVR�PDGH�SHDVDQWV�KLJKO\�GHSHQGHQW�RQ�WKH�JUHDW�ODQGORUGV��
\HW��LI�WKH�OLWHUDWXUH�LV�FRUUHFW��LW�JHQHUDWHG�OLWWOH�FRPPXQLW\�RI�LQ��
WHUHVW�RU�VHQWLPHQW�EHWZHHQ�ORUG�DQG�SHDVDQW���

�� 6HH�� H�J���-DFTXHV� :HXOHUVVH��3D\VDQV�GH�6\ULH�HW�GX�3URFKH�2ULHQW��3DULV�� ������� DQG�
'RUHHQ�:DUULQHU��/DQG�DQG�3RYHUW\�LQ�WKH�0LGGOH�(DVW��1HZ� <RUN���������
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7KH�ODQGORUG�FRQWULEXWHG�OLWWOH�WR�WKH�SURGXFWLRQ�SURFHVV�WKDW�
KH�KDG�QRW�DOUHDG\�WDNHQ�DZD\�IURP�WKH�SHDVDQW��7KH�JUHDW�JDS�
EHWZHHQ�FLW\�DQG� FRXQWU\�ZDV� WRR�ZLGH�D� FKDVP�IRU�SDWURQ��
FOLHQWDJH�WR�HIIHFWLYHO\�EULGJH�IRU�DQ\� VXVWDLQHG�SHULRG�� 7KH�
VRFLRHFRQRPLF�FRQVHTXHQFHV�RI�WKH�V\VWHP�ZHUH�WKH�SRYHUW\�DQG�
PLVHU\�RI�WKH�SHDVDQWU\�DQG�WKH�DJULFXOWXUDO�EDFNZDUGQHVV�DQG�
VWDJQDWLRQ�RI�WKH�FRXQWU\��

8QGHU�WKHVH�FLUFXPVWDQFHV��WKH�VWDWH�UHPDLQHG�WKH�FUHDWXUH�RI�
WKH�JUHDW�QRWDEOH�SROLWLFLDQV�LQ�WKH�FLW\��UXOLQJ�E\�WLPH�KRQRUHG�
WUDGLWLRQDO�PHWKRGV��&RQWURO�RI�WKH�ODQG�JDYH�FRQWURO�RI�WKH�PHQ�
RQ�LW�DQG�FRXOG�DOVR�EH�WUDQVODWHG�LQWR�UHVRXUFHV�IRU�SDWURQDJH�DQG�
LQWR�SUHVWLJH��3HDVDQWV�UHPDLQHG�RQ�WKH�SHULSKHU\�RI�WKH�SROLWLFDO�
V\VWHP��ODUJHO\�XQLQYROYHG�DQG�SRZHUOHVV��$V�ORQJ�DV� WKH\�UH��
PDLQHG�SROLWLFDOO\�XQPRELOL]HG��SROLWLFV�UHPDLQHG�DQ�XUEDQ�JDPH�
RI�FRPSHWLWLRQ�IRU�WKH�VSRLOV�RI�RIILFH�EHWZHHQ�VPDOO�JURXSV�RI�
QRWDEOHV�DQG�WKHLU�IROORZHUV��,Q�VXFK�D�PLOLHX��WKH�VWDWH�UHPDLQHG�
IUDJLOH��QDUURZO\�EDVHG��DQG�ZLWKRXW�WKH�SRZHU�WR�FRSH�ZLWK�WKH�
VRFLDO� FULVLV�DQG� QDWLRQDO�WKUHDW�ZKLFK�6\ULD�IDFHG�DIWHU�LQ��
GHSHQGHQFH��

,Q�WKH�ILIWLHV��WKH�IRXQGDWLRQV�RI�WKH�WUDGLWLRQDO�UHJLPH�ZHUH�
VHULRXVO\�XQGHUPLQHG��$�VSUHDGLQJ�SURFHVV�RI�VRFLDO�PRELOL]DWLRQ�
EHJDQ�WR�GLVVROYH�WKH�WUDGLWLRQDO�VRFLDO�VWUXFWXUH�DQG�WR�FUHDWH�QHZ�
VRFLDO�IRUFHV�ZKLFK��XOWLPDWHO\��LW�ZRXOG�EH�XQDEOH�WR�FRQWDLQ��
6RFLDO�PRELOL]DWLRQ�ZDV�VSXUUHG�E\�DQ�HFRQRPLF�H[SDQVLRQ�LQ�LQ��
GXVWU\�DQG�LQ�FRPPHUFLDO�DJULFXOWXUH�ZKLFK�6\ULD�H[SHULHQFHG�LQ�
WKH�HDUO\�ILIWLHV��LW�ZDV�DOVR�DVVRFLDWHG�ZLWK�WKH�JURZWK�RI�PRGHUQ�
HGXFDWLRQ�DQG�RFFXSDWLRQV��,Q�VRPH�DUHDV�SRSXODWLRQ�SUHVVXUH�RQ�
WKH�ODQG�ZDV�SURSHOOLQJ�SHRSOH�RXW�RI�WKHLU�WUDGLWLRQDO�ZD\�RI�OLIH��
2QH� FRQVHTXHQFH� RI�VRFLDO�PRELOL]DWLRQ�ZDV� WR�FUHDWH�LQ�WKH�
PRELOL]HG� D� JUHDWHU�UHFHSWLYLW\�WR� KRUL]RQWDO�W\SHV�RI�VRFLDO�
DVVRFLDWLRQ�DQG�WR�D�EURDGHQLQJ�RI�LGHQWLWLHV�EH\RQG�DQ�H[FOXVLYH�
OR\DOW\�WR�WKH�VPDOO�VHJPHQW�WR�LQFOXGH�FODVV�DQG�QDWLRQ��7KHVH�
VRFLDO�FKDQJHV�ZHUH�SUREDEO\�D�SUHUHTXLVLWH�WR�SROLWLFDO�PRELOL]D��
WLRQ��$QRWKHU�FRQVHTXHQFH�RI�VRFLDO�PRELOL]DWLRQ�ZDV�WKH�FUHDWLRQ�
RI�QHZ�FODVVHV��QRWDEO\�D�QHZ�PLGGOH�FODVV��RXWVLGH�WKH�WUDGLWLRQDO�
V\VWHP�RI�SDWURQDJH�DQG�NLQ��$Q�LPSRUWDQW�VWUDWXP�RI�WKLV�QHZ�
FODVV�ZDV�GUDZQ�IURP�WKH�XSSHU�DQG�PLGGOH�SHDVDQWU\��SDUWO\�XU��
EDQL]HG�UXUDO�LQWHOOHFWXDOV��JRLQJ�LQWR�WKH�WZR�SURIHVVLRQV�ZKLFK�
KDSSHQHG�WR�EH�RSHQ�WR�WKHP��WHDFKLQJ�DQG�WKH�DUP\��

%\�WKH�PLGGOH�ILIWLHV��ODWHQW�FRQWUDGLFWLRQV�EHWZHHQ�WKH�WUDGL��
WLRQDO�XSSHU�FODVV�DQG�WKH�QHZ�PLGGOH�FODVV�KDG�EURNHQ�RXW�LQ�
RSHQ�SROLWLFDO�DQWDJRQLVP��7KHUH�ZHUH�VHYHUDO�H[SODQDWLRQV�IRU�
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WKLV��7KH�OLPLWV�RI�WKH�HFRQRPLF�H[SDQVLRQ�KDG�EHHQ�UHDFKHG�DQG�
IXUWKHU�GHYHORSPHQW�VHHPHG�WR�UHTXLUH�PDMRU�VWUXFWXUDO�FKDQJHV�
LQ�VRFLHW\��WKH�DVSLUDWLRQV�RI�WKH�QHZ�PLGGOH�FODVV�IRU�FDUHHUV��
PRELOLW\�DQG�PRGHUQL]DWLRQ�DSSHDUHG� WKHUHIRUH�WR�EH� LQ�FRQ��
WUDGLFWLRQ�ZLWK�WKH�LQWHUHVWV�RI�WKH�WUDGLWLRQDO�HOLWH��7KH�JULHYDQFHV�
DQG�ELWWHUQHVV�JHQHUDWHG�E\�WKH�3DOHVWLQH�GLVDVWHU�PL[HG�ZLWK�WKLV�
VRFLDO�GLVDIIHFWLRQ�WR�FUHDWH�D�SRZHUIXO�EUHZ�RI�UHYROXWLRQDU\�VHQ��
WLPHQW��

7KH�SUREOHP�RI�DJULFXOWXUDO�GHYHORSPHQW�DQG�WKH�SHDVDQWU\�
ZDV�D�FHQWUDO�DVSHFW�RI�WKLV�FULVLV��0DQ\�EHOLHYHG�WKDW�WKH�SULPDU\�
UHVSRQVLELOLW\�IRU�WKH�OLPLWDWLRQV�RI�6\ULD
V�GHYHORSPHQW�OD\�LQ�WKH�
DUFKDLF�QHRIHXGDO�DJUDULDQ�VRFLDO� VWUXFWXUH�DQG� WKH�JUHDW�LQ��
HTXDOLWLHV�ZKLFK�NHSW�WKH�SHDVDQW�PDMRULW\�RI�WKH�SRSXODWLRQ�LQ�
EDFNZDUGQHVV��7KH�PLOLWDU\�DQG�SROLWLFDO�ZHDNQHVV�RI�WKH�VWDWH��DV�
PDQLIHVWHG�LQ�LWV�PLVHUDEOH�SHUIRUPDQFH�LQ�WKH�3DOHVWLQH�ZDU��ZDV�
DOVR�WKRXJKW��LQ�JUHDW�SDUW��WR�EH�D�FRQVHTXHQFH�RI�DQ�RXWPRGHG�
SROLWLFDO�DQG�VRFLDO�V\VWHP�ZKLFK�UHOHJDWHG�WKH�JUHDW�PDVV�RI�WKH�
SRSXODWLRQ�WR�WKH�IULQJHV�RI�SROLWLFDO�OLIH�ZKHUH�WKH\�KDG�QR�VWDNH�
LQ�WKH�VWDWH�RU�RSSRUWXQLW\�WR�VHUYH�LW��7KXV�GHPDQGV�IRU�UHIRUP�
DQG�PRGHUQL]DWLRQ�RI�WKH�DJUDULDQ�VWUXFWXUH�DQG�GHYHORSPHQW�RI�
WKH�YLOODJH�EHFDPH�LQFUHDVLQJO\�ZLGHVSUHDG�DPRQJ�WKH�SROLWLFL]HG�
PRGHUQV�� HVSHFLDOO\�WKRVH�RI�UXUDO�RULJLQ��$W�WKH�VDPH� WLPH��
XQUHVW�DPRQJ�WKH�SHDVDQWV�WKHPVHOYHV�ZDV� JURZLQJ�GXH� WR�D�
ZRUVHQLQJ�RI�WKHLU�REMHFWLYH�FRQGLWLRQV�DWWULEXWDEOH�WR�WKH�JURZWK�
RI�FRPPHUFLDO�DJULFXOWXUH��DQG�WR�D� VSUHDGLQJ�VHQVH�RI�UHODWLYH�
GHSULYDWLRQ��7KLV�IHUPHQW�UHIOHFWHG�WKH�PDWXUDWLRQ�RI�WKH�VRFLDO�
FRQGLWLRQV�IRU�D�PLGGOH�FODVV�SHDVDQW�SROLWLFDO�DOOLDQFH�DJDLQVW�WKH�
ROG�UHJLPH��

7KURXJKRXW�WKH�ILIWLHV��WKH�%D
WK�SDUW\�ZDV�WKH�PDLQ�SROLWLFDO�
IRUFH�WU\LQJ�WR� WUDQVODWH�WKHVH�VRFLDO� SRWHQWLDOV�LQWR�SROLWLFDO�
PRELOL]DWLRQ��)URP�WKH�EHJLQQLQJ��WKH�SDUW\
V�PDLQ�UHFUXLWPHQW�
VXFFHVV�ZDV�DPRQJ�UXUDOV�LQ� SDUWLFXODU�UXUDO�VPDOO�WRZQ�DQG�
SHDVDQW�\RXWK�ZKR�FDPH�WR�WKH�FLW\�IRU�HGXFDWLRQ�DQG�ZHUH�DW��
WUDFWHG�E\�%D
WKLVW�WHDFKHUV��$IODT�DQG�%LWDU��WKH�SDUW\�IRXQGHUV��
ZHUH�WKHPVHOYHV�WHDFKHUV�DQG�WKHLU�ILUVW�GLVFLSOHV��UXUDO�VWXGHQWV��
,Q�WKH�VXPPHU��WKH�VWXGHQWV�UHWXUQHG�WR�WKHLU�YLOODJHV�WR�WU\�WR�
RUJDQL]H�WKH�SHDVDQWV��7KH�SDUW\�DOVR�KDG�D�FRUSV�RI�GRFWRUV�ZRUN��
LQJ�LQ�UXUDO�DUHDV�DQG�ODZ\HUV�GHIHQGLQJ�SHDVDQW�ULJKWV�LQ�WKH�
FRXUWV��7KH�PRVW�LPSRUWDQW�RI�WKH�ODWWHU�ZDV�$NUDP�+DZUDQL�ZKR�
EXLOW�D�SHDVDQW�EDVH�LQ�+DPD�SURYLQFH�VWURQJ�HQRXJK�WR�RYHUWXUQ�
WKH�ORFDO�ODQGORUGV�LQ�WKH������HOHFWLRQV��,Q�QRUWK�DQG�FHQWUDO�
6\ULD�LQ�WKH�ILIWLHV�WKH�SDUW\�ZDV�EHKLQG�SHDVDQW�GHPRQVWUDWLRQV�LQ�

This content downloaded from 138.251.73.6 on Wed, 04 Mar 2015 14:41:13 UTC
All use subject to JSTOR Terms and Conditions

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


���� 7+(�5(9,(:�2)�32/,7,&6�

WKH�FLWLHV�DQG�FODVKHV�ZLWK�WKH�ODQGORUG�RQ�WKH�HVWDWHV��%\�WKH�ODWH�
ILIWLHV��WKH�%D
WK�ZDV�WDNLQJ�RQ�WKH�SURSRUWLRQV�RI�D�PDMRU�SROLWLFDO�
IRUFH��

7KLV� WUHQG�ZDV� FXW�VKRUW��KRZHYHU��E\�WKH�FUHDWLRQ�RI�WKH�
8QLWHG�$UDE�5HSXEOLF��8$5��� 'HVSLWH�WKH�SDUW\
V�FUXFLDO�UROH�LQ�
LWV�FUHDWLRQ��WKH�8$5� DQG�WKH�VXEVHTXHQW�VHSDUDWLVW�SHULRG�DV�ZHOO�
ZHUH��IRU�WKH�%D
WK��SHULRGV�RI�GHPRELOL]DWLRQ��7KH� SDUW\�ZDV�
GLVVROYHG�DQG�KDUDVVHG�E\�1DVLU�DQG�LWV�OHDGHUV�VSOLW�RYHU�KRZ�WR�
GHDO�ZLWK�KLP�DQG�ZLWK�WKH�VHSDUDWLVW�UHJLPH��&RQIOLFW�ZLWK�1DVLU�
FRVW�WKH�SDUW\�D�ODUJH�SDUW�RI�LWV�SRSXODU�EDVH��HVSHFLDOO\�LQ�WKH�
FLWLHV��1DVLU
V�LQLWLDWLRQ�RI�DJUDULDQ�UHIRUP�WRRN�VRPH�RI�WKH�HGJH�
RII�UXUDO�GLVFRQWHQW��6R��ZKHQ�WKH�%D
WK�VHL]HG�SRZHU�LQ������LW�
ZDV�QRW�WKURXJK�SHDVDQW�YRWHV�RU�DW�WKH�KHDG�RI�D�SHDVDQW�DUP\��
EXW�WKURXJK�D�FRXS�GH
LWDW�FDUULHG�RXW�E\�UXUDO�RIILFHUV��7KLV�ZDV�WR�
KDYH�SURIRXQG�FRQVHTXHQFHV�IRU�WKH�DELOLW\�RI�WKH�SDUW\�WR�FRQWURO�
WKH�DUP\��,W�VKRXOG�QRW��KRZHYHU��FRQFHDO�WKH�IDFW�WKDW�WKH�FRXS�
UHSUHVHQWHG�UHDO�VRFLDO�IRUFHV�DQG�ZDV�DQ�RXWFRPH��DOEHLW�GHOD\HG��
RI�WKH�SROLWLFDO�PRELOL]DWLRQ�RI�WKH� ILIWLHV��7KH� JRDO� RI� LWV�
SHUSHWUDWRUV�ZDV�QRW�MXVW�DQRWKHU�FRXS��EXW�D�UHYROXWLRQ�LQ�6\ULD��
:KDW�KDG�KDSSHQHG��LW�VHHPV��LV�WKDW�%D
WK�SROLWLFDO�RUJDQL]LQJ�
KDG�FUHDWHG�DQ�HGXFDWHG��SRWHQWLDO�UXUDO�OHDGHUVKLS��GUDZQ�IURP�
UXUDO� WRZQV� DQG� YLOODJHV�� FDSDEOH� RI� H[SUHVVLQJ� UXUDO�
GLVFRQWHQW��� DQG�ORFDWHG�LQ�WZR�VWUDWHJLF�SURIHVVLRQV��WHDFKLQJ�DQG�
WKH�DUP\��'HVSLWH�WKH�RUJDQL]DWLRQDO�GLVVROXWLRQ�DQG�IUDJPHQWD��
WLRQ�DIWHU�������ORFDO�SDUW\�QXFOHL�LQ�WKH�WRZQV�DQG�YLOODJHV�KDG�
SHUVLVWHG��:KHQ� WKH�FRXS� WRRN�SODFH�� PDQ\�RI�WKHVH�UXUDOV�
VWUHDPHG�LQWR�'DPDVFXV�WR�WDNH�RYHU�SRVLWLRQV�LQ�WKH�JRYHUQPHQW��
DUP\��DQG�H[SDQGLQJ�SDUW\�DSSDUDWXV��RWKHUV�VWD\HG�LQ�WKH�SURY��
LQFHV�WR�EXLOG�DQG�H[SDQG�ORFDO�RUJDQL]DWLRQV��2YHU�WKH�VXEVH��
TXHQW�\HDUV��WKH�%D
WK�SURFHVV�RI�HQWUHQFKLQJ�LWVHOI�PHDQW�FORVLQJ�
WKH�JDS�EHWZHHQ�FHQWHU�DQG�SHULSKHU\�E\�D�VLPXOWDQHRXV�UHDFKLQJ�
RXW�IURP�WKH�FHQWHU�DQG�EXLOGLQJ�XS�IURP�WKH�EDVHV��

7+(� ),567� '(&$'(� 2)�58/(�� 5(*,0(� &2162/,'$7,21� $1'�
'(9(/230(17� $1'�7+(� 52/(� 2)�7+(� 9,//$*(�

3KDVH�2QH�����������:KHQ�WKH�SDUW\�FDPH�WR�SRZHU��LW�DS��
SHDUHG�DV�D� UHODWLYHO\�VPDOO�FRDOLWLRQ�RI�RIILFHUV�DQG�UDGLFDO�LQ��
WHOOHFWXDOV��,W�FRQWUROOHG�WKH�KHLJKWV�RI�VWDWH�SRZHU�EXW�LWV�SRWHQWLDO�
SHDVDQW�EDVH�ZDV�GHPRELOL]HG�DQG�GLVRUJDQL]HG�DQG�LWV�VXUYLYDO�
GHSHQGHQW�RQ�LWV�KROG�RYHU�WKH�DUP\��0RUHRYHU��LWV�FODLP�WR�UXOH�
ZDV�FKDOOHQJHG�E\�VWURQJ�ULYDOV�ZKR�ZHUH�UHODWLYHO\�ZHOO�RUJDQ��
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L]HG�LQ�WKH�FLWLHV���1DVLULWHV��WKH�6XQQL�WUDGLWLRQDO�HVWDEOLVKPHQW��
OLEHUDOV�DQG�HYHQ�FRPPXQLVWV��7KH�UHJLPH
V�PDLQ�FRQFHUQ�GXULQJ�
WKLV�SHULRG�ZDV�WKHUHIRUH�WR�VWD\�LQ�SRZHU�DQG�H[WHQG�LWV�FRQWURO��

$�IXUWKHU�OLDELOLW\�ZDV�WKH�IDFW�WKDW�DIWHU�WKH�VHL]XUH�RI�SRZHU�
DQ�LQWUDSDUW\�VWUXJJOH�EURNH�RXW�ZKLFK�SLWWHG�WKH�ILUVW�JHQHUDWLRQ�
SDUW\�OHDGHUV��PRVWO\�RI�XUEDQ�EDFNJURXQG��DJDLQVW�D�ODUJHO\�UXUDO�
VHFRQG�JHQHUDWLRQ��DQG�LQ�ZKLFK�WKH�ILUVW�HVSRXVHG�PRGHUDWH�DQG�
WKH�VHFRQG�UDGLFDO�SROLFLHV��0XFK�RI�WKH�GLVSXWH�WXUQHG�RQ�WKH�
LVVXH�RI�KRZ�WR�WUHDW�WKH�SDUW\
V�XUEDQ�ULYDOV�DQG�WKHLU�GHPDQGV��
WKH�ROGHU�OHDGHUV�SUHIHUUHG�VRPH�DFFRPPRGDWLRQ�ZLWK�WKHP��ZKLOH�
WKH�UXUDOV��SHUKDSV�DV�D�UHIOHFWLRQ�RI�WKHLU�DOLHQDWLRQ�IURP�WKH�FLW\��
WRRN�D�KDUG�OLQH��(YHQWXDOO\��WKH�UDGLFDOV�ZRQ�RXW�DQG�SDUW�RI�WKH�
H[SODQDWLRQ�IRU�WKLV�ZDV�WKHLU�DELOLW\�WR�IORRG�WKH�UDQNV�RI�WKH�
UHFRQVWUXFWLQJ�SDUW\�RUJDQL]DWLRQ�ZLWK�UXUDOV��VRPHWLPHV�IRUPHU�
PHPEHUV�UHWXUQLQJ�WR�WKH�IROG��VRPHWLPHV�WKHLU�IULHQGV�DQG�
UHODWLYHV��

2XW�RI�WKHVH�FRQIOLFWV��D�VWUDWHJ\�GLG�HPHUJH�WR�VHUYH�WKH�WZLQ�
JRDOV�RI�WKH�GRPLQDQW�JURXS�LQ�WKH�UHJLPH��� QDPHO\�WR�VWD\�LQ�
SRZHU�DQG�WR�FDUU\�RXW�D�VRFLDO�DQG�SROLWLFDO�UHYROXWLRQ��7KH�
VWUDWHJ\�ZDV�WKUHH�SURQJHG��)LUVW��D�QHZ�VHW�RI�SROLWLFDO�LQ��
VWUXPHQWV�ZRXOG�EH�IRUJHG�WR�OLQN�WKH�QHZ�FHQWHU�WR�LWV�SRWHQWLDO�
PDVV�EDVH��7KLV�ZDV�EHOLHYHG�WR�OD\�LQ�WKH�FRXQWU\VLGH��7KH�QHZ�
OHDGHUV�KDG�DQ�DIILQLW\�ZLWK�WKH�ULHIE\�YLUWXH�RI�WKHLU�VRFLDO�RULJLQV��
PXFK�RI�WKHLU�SROLWLFDO�H[SHULHQFH�KDG�EHHQ�JDLQHG�LQ�UXUDO�
RUJDQL]DWLRQ��WKH\�EHOLHYHG�WKH�SHDVDQWV�WR�EH�SRWHQWLDOO\�UHYROX��
WLRQDU\��DQG�WKH\�NQHZ�WKDW�ZLWK�WKHP�OD\�QXPEHUV��7KH�QHZ�DS��
SDUDWXV�ZRXOG�EH�EXLOW�E\�UHFUXLWLQJ�DQG�WUDLQLQJ�D�SRRO�RI�FDGUHV�
RU�PLOLWDQWV�GUDZQ�IURP�UXUDO�\RXWK�DQG�IURP�DFWLYH�HOHPHQWV�RI�
WKH�SHDVDQWU\��DQG�OLQNLQJ�WKHP�E\�LGHRORJ\�DQG�RUJDQL]DWLRQ�WR�
WKH�QHZ�HOLWH��3DUW�RI�WKLV�SRRO�ZDV�DOUHDG\�DYDLODEOH�DV�D�UHVXOW�RI�
URRWV�SXW�GRZQ�LQ�WKH�YLOODJHV�GXULQJ�WKH�ILIWLHV��6HFRQG��WKLV�QHZ�
DSSDUDWXV�ZRXOG�EH�XVHG�WR�PRELOL]H�D�ODUJH�SHDVDQW�EDVH��7KLUG��
LW�ZRXOG�EH�XVHG�WR�FDUU\�RXW�D�VRFLDO�WUDQVIRUPDWLRQ�DLPHG�DW�
GHVWUR\LQJ�WKH�QHRIHXGDO�DQG�FRPPHUFLDO�FDSLWDOLVW�W\SH�SURGXF��
WLRQ�UHODWLRQV��UHGLVWULEXWLQJ�FRQWURO�RI�UHVRXUFHV��DQG�FUHDWLQJ�
QHZ�W\SHV�RI��VRFLDOLVW��UHODWLRQVKLSV��,Q�WKH�FRXQWU\VLGH�WKH�SULQ��
FLSDO�VORJDQ�V\PEROL]LQJ�WKLV�SURJUDP�ZDV��7KH�/DQG�WR�+LP�
:KR�:RUNV�,W���,Q�SUDFWLFH��WKHVH�JRDOV�WUDQVODWHG�LQWR�ODQG�DQG�
WHQXUH�UHIRUP��UXUDO�SROLWLFDO�RUJDQL]DWLRQ��DQG�WKH�FUHDWLRQ�RI�
VWDWH�DQG�FRRSHUDWLYH�IRUPV�RI�DJULFXOWXUDO�LQIUDVWUXFWXUH��,Q�WKH�
DJJUHJDWH�WKHVH�FKDQJHV�ZRXOG��LW�ZDV�EHOLHYHG��JUDGXDOO\�QDUURZ�
WKH�VFRSH�RI�FDSLWDOLVW�DQG�QHRIHXGDO�W\SHV�RI�UHODWLRQV�DQG�FRQ��
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VWLWXWH�D� QHZ�UXUDO�VRFLDO�RUGHU��7KURXJK�WKHVH�SURJUDPV�WKH�
OHDGHUV�DOVR�WKRXJKW�WKH\�FRXOG�IRUJH�D� VKDUHG�LQWHUHVW�EHWZHHQ�
WKHPVHOYHV�DQG�WKH�SHDVDQWV��DQG�WKHUHIRUH��WKDW�WKH\�ZRXOG�DOVR�
VHUYH�DV� OHYHUV�RI�SROLWLFDO�PRELOL]DWLRQ��7KLV� VWUDWHJ\�ZDV�H[��
SHFWHG�WR�EXLOG�D�PDVV�EDVH�RI�VXSSRUW�IRU�WKH�SDUW\��ZKLOH�QDUURZ��
LQJ�WKH�VFRSH�RI�VXSSRUW�IRU�ULYDOV�DQG�EUHDNLQJ�PDVV�WLHV�WR�WKHP��
LQ�WKLV�ZD\�WKH�SDUW\
V�KROG�RQ�WKH�FHQWHU�FRXOG�EH�OHJLWLPL]HG�DQG�
XUEDQ�KRVWLOLW\�FRQWDLQHG��*LYHQ�WKH�FLUFXPVWDQFHV�LQ�ZKLFK�WKH�
SDUW\�IRXQG�LWVHOI��WKLV�ZDV�D�UHDOLVWLF�VWUDWHJ\��EXW�LW�GLG�KDYH�RQH�
FOHDU�$FKLOOHV
�KHHO��$OWKRXJK�WKH�SDUW\�GLG�QRW�HQWLUHO\�QHJOHFW�WKH�
XUEDQ�SRSXODWLRQ�DQG�LQ�SDUWLFXODU�PDGH�QRW�XQVXFFHVVIXO�HIIRUWV�
DPRQJ�WKH�PRGHVW�ZRUNLQJ�FODVV��LQ�JHQHUDO��LWV�VXSSRUW�EDVH�LQ�
WKH�FLWLHV�UHPDLQHG�PRGHVW��$QG�WKLV�WKLUW\�SHUFHQW�RI�WKH�SRSXOD��
WLRQ�KDG�WKH�VNLOOV�DQG�PRQH\�WKDW�WKH�SHDVDQWV�ODFNHG��

3KDVH�7ZR�����������'XULQJ�WKLV�SHULRG�VXEVWDQWLDO�SURJUHVV�
ZDV�PDGH�LQ�LPSOHPHQWLQJ�WKH�SDUW\
V�VWUDWHJ\��EXW�QRW�ZLWKRXW�
SD\PHQW�RI�D�SULFH��7KH�ODQG�UHIRUP�EHJDQ�LQ�HDUQHVW��ZKHUHDV�
SUHYLRXVO\�WKH�ROGHU�OHDGHUV�KDG�UHVLVWHG�LW�IRU�IHDU�RI�PDNLQJ�IXU��
WKHU�HQHPLHV��WKH�UDGLFDOV�WKRXJKW�LW�ZRXOG�PDNH�PRUH�IULHQGV�
WKDQ� HQHPLHV�� ,Q� WKLV�SHULRG� WKH�SDUW\�DQG� SHDVDQW� XQLRQ�
RUJDQL]DWLRQV�EHJDQ�WR�WDNH�RQ�UHDO�GLPHQVLRQV��$V�D� UHVXOW�RI�
WKHVH�LQLWLDWLYHV��RYHUW�VRFLDO�VWUXJJOH�LQFUHDVHG�LQ�WKH�FRXQWU\��
VLGH�� ,Q�WKH�FLWLHV��WKH�UHJLPH�SUHVLGHG�RYHU�DQ�DWPRVSKHUH�RI�
DXVWHUH�HJDOLWDULDQ�OHYHOLQJ�DQG�UHSUHVVLRQ�DQG�RYHU�D� JURZLQJ�
UXUDOL]DWLRQ�DV�SHDVDQWV�VWUHDPHG�LQWR�WKH�FLWLHV�WR�PDNH�WKHLU�
FODLPV�RQ�WKH�VSRLOV�RI�WKH�UHYROXWLRQ��'XULQJ�WKLV�SHULRG�WKH�ILUVW�
HIIRUWV��WKRXJK�XOWLPDWHO\�XQVXFFHVVIXO��WR�WUDLQ�DQG�PRELOL]H�
SHDVDQWV�DV�SDUW�RI�D�SRSXODU�ZDU�RI�OLEHUDWLRQ�DJDLQVW�,VUDHO�ZHUH�
PDGH�� $QG� WKH�EDVLF� FRPPLWPHQW�ZDV� PDGH� WR� EXLOG� WKH�
(XSKUDWHV�'DP�� WKH�NH\�WR�UXUDO�PRGHUQL]DWLRQ�LQ�6\ULD��

%XW�WKH�FRVWV�RI�LPSOHPHQWLQJ�WKLV�VWUDWHJ\�ZHUH�KLJK��7KH�
PRVW�LPPHGLDWH�FRVW�ZDV�WKDW�LW�OHG�WR�DQ�LQWHQVLI\LQJ�LQWUDSDUW\�
VWUXJJOH�ZKLFK�ZDV�RQO\�UHVROYHG�LQ������ZKHQ�WKH�PRGHUDWHV�
ZHUH�RXVWHG�IURP�WKH�SDUW\��� WDNLQJ�ZLWK�WKHP�WKH�OR\DOWLHV�RI�D�
VLJQLILFDQW�PLQRULW\�RI�LWV�PHPEHUVKLS��7KH�RXVWLQJ�RI�WKH�HOGHU�
OHDGHUV�DQG�WKH�SDUW\
V�LQFUHDVLQJO\�UXUDO�DQG�OHIWLVW�FDVWH�RQO\�IXU��
WKHU�DOLHQDWHG�PXFK�RI�WKH�XUEDQ�SRSXODWLRQ��DQG�ZKLOH�WKH�UXUDO�
LQIOX[�LQWR�WKH�FLWLHV�PLJKW�XOWLPDWHO\�VKLIW�WKH�EDODQFH�RI�VHQWL��
PHQW�WKHUH�LQ�WKH�SDUW\
V�IDYRU��D�UHJLPH�FRPPLWWHG�WR�PRGHUQL]D��
WLRQ�SD\V�D�KLJK�SULFH�LI�LW�DOLHQDWHV�WKH�KROGHUV�RI�PRGHUQ�VNLOOV�
DQG�PHDQV��%RWK�FDSLWDO�DQG�VNLOOV�WHQGHG�WR�OHDYH�WKH�FRXQWU\��,Q�
WKH�FRXQWU\VLGH��ODQGORUGV�RIWHQ�FHDVHG�WR�LQYHVW�RU�SURYLGH�FUHGLW��
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EXW�WKH�UHJLPH�ZDV�VWLOO�RQO\�LQ�WKH�SURFHVV�RI�IRUJLQJ�D�VXEVWLWXWH�
LQIUDVWUXFWXUH�WR�SURYLGH�SURGXFWLRQ�UHTXLVLWHV��WKH�UHVXOW�ZDV�
DJUDULDQ�LQVWDELOLW\�DQG�VWDJQDWLRQ�IRU�PRVW�RI�WKH�ODWH�VL[WLHV��7KH�
PRVW�GLVDVWURXV�UHVXOW�RI�WKH�UDGLFDO�WUHQG��KRZHYHU��ZDV�WKH�
�����ZDU��7KLV�FDWDVWURSKH�ZDV�RI�VXFK�D�PDJQLWXGH�WKDW�LW�VRRQ�
SUHFLSLWDWHG�DQRWKHU�VSOLW�LQ�WKH�SDUW\�RYHU�VWUDWHJLHV�WR�FRSH�ZLWK�
LWV�FRQVHTXHQFHV��2QH�WUHQG�ZDQWHG�WR�FRQWLQXH�WKH�UDGLFDO�FRXUVH�
DQG�HYHQ�GHHSHQ�LW��7KH�RWKHU�ZDQWHG�WR�VXVSHQG�WKH�VRFLDO�VWUXJ��
JOH�DQG�DEDQGRQ�IXUWKHU�UDGLFDO�UHIRUPV�LQ�RUGHU�WR�IRUJH�QDWLRQDO�
XQLW\�EHKLQG�SUHSDUDWLRQV�IRU�ZDU��7KLV�PHDQW�VHHNLQJ�D�GLWHQWH�
ZLWK�WKH�XUEDQ�XSSHU�FODVVHV�DQG�RSSRVLWLRQ�DQG�ZRRLQJ�FRQVHU��
YDWLYH�$UDE�RLO�PRQH\�QHHGHG�WR�UHEXLOG�WKH�DUP\��7KH�LPSOLFD��
WLRQV�IRU�WKH�UXUDO�DUHDV�RI�WKHVH�RSSRVLQJ�VWUDWHJLHV�FDQ�EH�VHHQ�LQ�
GLIIHULQJ�DWWLWXGHV�WRZDUG�ODQG�UHIRUP�DQG�SULYDWH�LQYHVWPHQW�LQ�
DJULFXOWXUH��7KH�UDGLFDOV�ZDQWHG�DQRWKHU�ZDYH�RI�ODQG�UHIRUP�WR�
EUHDN�WKH�SRZHU�RI�PHGLXP�ODQGRZQHUV�RYHU�WKH�SHDVDQWV�DQG�
ZHUH�ZLOOLQJ�WR�SD\�WKH�FRVW�LQ�IXUWKHU�DJUDULDQ�LQVWDELOLW\��7KH�
QHZO\�HPHUJHQW�PRGHUDWH�WUHQG�RSSRVHG�VXFK�D�PHDVXUH��HDUOLHU�
UHIRUPV�ZHUH�QRW�HYHQ�FRPSOHWHG�\HW�RU�DJULFXOWXUH�UHRUJDQL]HG��
,W�LV�WHPSWLQJ�WR�VXSSRVH�WKDW�D�UHIRUP�DLPHG�FORVH�WR�LQWHUHVWV�RI�
WKH�UXUDO�SHWW\�ERXUJHRLVLH�ZRXOG�DOVR�EH�RSSRVHG�RQ�WKH�JURXQGV�
WKDW�LW�ZDV�VWULNLQJ�WRR�QHDU�WR�WKH�UHJLPH
V�RZQ�VXSSRUW�EDVH�DQG�
HYHQ�DW�D�VHFWRU�IURP�ZKLFK�SDUW�RI�WKH�HOLWH�LWVHOI�ZDV�GUDZQ��$V�LW�
WXUQHG�RXW��ZKHQ�WKH�PRGHUDWH�WUHQG�ILQDOO\�ZRQ�RXW�LW�DFWXDOO\�
PDGH�VRPH�PLQRU�DGMXVWPHQWV�LQ�WKH�SUHYLRXV�ODQG�UHIRUP�ODZV�
ZKLFK�UHWXUQHG�VRPH�H[SURSULDWHG�ODQGV�WR�WKHLU�IRUPHU�RZQHUV��
$V�UHJDUGV�SULYDWH�LQYHVWPHQW��WKH�UDGLFDOV�SUHIHUUHG�WR�OHW�ODUJH�
WUDFWV�RI�ODQG�VHL]HG�LQ�WKH�-H]LUD�OD\�XQFXOWLYDWHG�VLQFH�WKH�VWDWH�
ODFNHG�WKH�PHDQV�WR�GR�VR�UDWKHU�WKDQ�UHQW�WKHP�RXW�WR�LQ��
YHVWRUV�IRU�IHDU�RI�WKH�VRFLDO�FRQVHTXHQFHV��7KH�RSSRVLWH�WUHQG�
WRRN�D�PRUH�OLEHUDO�DWWLWXGH�WRZDUG�LQYHVWPHQW�DQG�VXEVHTXHQWO\�
GLG�UHQW�WKHVH�ODQGV�RXW��D�PRYH�MXVWLILHG�LQ�WHUPV�RI�UDLVLQJ�SUR��
GXFWLRQ�WR�ILQDQFH�WKH�ZDU�HIIRUW��

3KDVH�7KUHH�������3UHVHQW��7KH�YLFWRU\�RI�WKH�PRGHUDWH�WUHQG�LQ�
ODWH������XQGHU�WKH�OHDGHUVKLS�RI�*HQHUDO�+DIL]�DO�$VDG�PDUNHG�
WKH�DVFHQGDQF\�RI�WKH�PLOLWDU\�RYHU�WKH�UDGLFDO�LQWHOOHFWXDOV�LQ�WKH�
%D
WK
V�UXOLQJ�JURXS��,W�DOVR�PDUNHG�DQ�DOWHUDWLRQ�LQ�WKH�UHJLPH
V�
VWUDWHJ\�WRZDUG�WKH�UXUDO�DUHDV��2Q�WKH�RQH�KDQG��WKH�SURJUDP�RI�
SHDVDQW�RUJDQL]DWLRQ�FRQWLQXHG�DV�EHIRUH�DQG�WKH�QHZ�VRFLDO�LQ��
IUDVWUXFWXUH�FRQWLQXHG�WR�EH�ODLG�LQ�SODFH��7KLV�HIIRUW�ZDV�EXW��
WUHVVHG�E\�WKH�FUHDWLRQ�RI�WKH�1DWLRQDO�3URJUHVVLYH�)URQW�WKURXJK�
ZKLFK�WKH�VPDOOHU�SURJUHVVLYH�RSSRVLWLRQ�SDUWLHV�ZHUH�FR�RSWHG�E\�
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WKH�UHJLPH��EULQJLQJ�LQWR�WKH�V\VWHP�WKH�VPDOOHU�SHDVDQW�IROORZ��
LQJV�WKH\�KDG� EHHQ� DEOH� WR�SUHVHUYH��2Q� WKH�RWKHU�KDQG�� D�
OLEHUDOL]DWLRQ�WRRN�SODFH�LQ�DJUDULDQ�SROLF\�ZKLFK�KDV�HQFRXUDJHG�
ODUJHU�SULYDWH�ODQGRZQHUV�DQG�PHUFKDQWV�WR�LQYHVW�LQ�DJULFXOWXUH�
DQG�JLYHQ�WKHP�D�VHQVH�RI�VHFXULW\�ODFNLQJ�KHUHWRIRUH�IRU�IHDU�RI�D�
WKLUG�ODQG�UHIRUP��7KLV�SROLF\��ZKDWHYHU�LWV�LQWHQWLRQ��PD\�ZHOO�
PHDQ� WKH� HIIHFWLYH�DEDQGRQPHQW� RI�WKH�GULYH�WR�PDNH� WKH�
�VRFLDOLVW���WKDW�LV��VWDWH�DQG�FRRSHUDWLYH�VHFWRUV��WKH�FOHDUO\�GRPL��
QDQW�VRFLDO�IRUFHV�LQ�WKH�FRXQWU\VLGH��DQG�D�ZLOOLQJQHVV�WR�DFFHSW�D�
GXDO� VWUXFWXUH�LQFOXGLQJ�D� ODUJH�VFRSH�IRU�FDSLWDOLVW�W\SH�VRFLDO�
UHODWLRQVKLSV��:KDWHYHU�WKH�SRVVLEOH�FRQWUDGLFWLRQV�LQ�WKLV�QHZ�
SROLF\��WKH�DFFRPPRGDWLRQ�RI�WKH�UHJLPH�ZLWK�WKH�ODUJHO\�XUEDQ�
SURJUHVVLYH�RSSRVLWLRQ�DQG� ZLWK�WKH�XSSHU�DQG� XSSHU�PLGGOH�
FODVVHV�PHDQW�WKDW�LW�KDG�DW�OHDVW�SDUWO\�EURNHQ�RXW�RI�LWV�UHODWLYH�
LVRODWLRQ�LQ�WKH�FLWLHV�DQG�ZDV�IRUJLQJ�D�EURDGHU�FRDOLWLRQ�RI�ERWK�
XUEDQ�DQG�UXUDO�IRUFHV��1HYHUWKHOHVV�WKH�SHUVLVWHQFH�RI�VXEVWDQWLDO�
XUEDQ�FHQWHUHG�RSSRVLWLRQ�WR�WKH�%D
WK�VXJJHVWV�WKDW�WKH�UHJLPH
V�
HVVHQWLDO�UXUDO�URRWV�UHPDLQ�FULWLFDO�WR�LWV�VXUYLYDO��

7+(� '85$%/(� 6758&785$/� &216(48(1&(6� 2)�$�'(&$'(�
2)� %$
7+� 58/(�

7KH� GXUDEOH�FRQVHTXHQFHV�RI�D�GHFDGH�RI�%D
WK�UXOH�FDQ�EH�
VXUYH\HG�XQGHU�WKUHH�KHDGLQJV��HOLWH�FKDQJH��LQVWLWXWLRQDO�LQQRYD��
WLRQ��DQG�VRFLDO�FKDQJH��

(OLWH�&KDQJH��$V�D�UHVXOW�RI�WKH�%D
WK�UHYROXWLRQ��WKH�WUDGLWLRQDO�
XUEDQ�XSSHU�FODVV�ZKLFK�KHUHWRIRUH�GRPLQDWHG�SROLWLFV�KDV�EHHQ�
SROLWLFDOO\�UXLQHG�DQG�LQ�LWV�SODFH�QRZ�VWDQGV�D�ZKROO\�QHZ�UXUDO�
HOLWH��7KLV�FKDQJH�LQ�HOLWH�DSSHDUV�WR�EH�PXFK�PRUH�WKRURXJK�WKDQ�
ZDV�WUXH�RI�RWKHU�UHYROXWLRQV�LQ�WKH�0LGGOH�(DVW��IRU�H[DPSOH��
(J\SW�ZKHUH�WKH�QHZ�PLOLWDU\�UXOHUV�KDG�FRQQHFWLRQV�ZLWK�DQG�
FRQWLQXHG�WR�UHO\�RQ�SROLWLFLDQV�DQG�EXUHDXFUDWV�ZLWK�URRWV�LQ�WKH�
ROGHU�HOLWH��

7KH� QHZ�HOLWH�UHSUHVHQWV�WKH�VHFRQG�JHQHUDWLRQ�RI�%D
WKLVWV��
WKDW�LV��WKH�UXUDO�VWXGHQWV�UHFUXLWHG�GXULQJ�WKH�ILIWLHV��2QH�VWULNLQJ�
FKDUDFWHULVWLF�RI�WKH�HOLWH�LV�WKHUHIRUH�LWV�\RXWKIXOQHVV��WKH�UXOHUV�RI�
6\ULD�DUH�LQ�WKHLU�WKLUWLHV�DQG�IRUWLHV��$�VHFRQG�FKDUDFWHULVWLF�LV�
WKHLU�UXUDO�VRFLDO�RULJLQV��7KH\�DUH�GUDZQ�IURP�WKH�SURYLQFLDO�
VPDOO�WRZQ�ORZHU�PLGGOH�FODVV�DQG�IURP�WKH�SHDVDQWU\��$FFRUGLQJ�
WR�9DQ�'XVHQ��WKH\�FRPH�IURP�WKH�ORZHVW�VRFLDO�VWUDWXP�DEOH�WR�
SURYLGH�D�KLJK�VFKRRO�HGXFDWLRQ�IRU�LWV�VRQV�WKH� PLQLPXP�UHT��
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XLVLWH�IRU�D�SROLWLFDO�FDUHHU���'XULQJ�WKH�����
V�DERXW������SHUFHQW�
RI�WKH�PDOH�SRSXODWLRQ�ZDV�JHWWLQJ�H[SRVXUH�WR�VXFK�DQ�HGXFDWLRQ��
7KLV�GRHV�DSSHDU�WR�UHSUHVHQW�D�ZLGHQLQJ�RI�WKH�UHFUXLWPHQW�SRRO�
EH\RQG�WKH�VPDOO�JURXS�RI�JUHDW�IDPLOLHV�ZKLFK�SUHYLRXVO\�FRQ��
VWLWXWHG�LW��EXW�LW�LV�FOHDU�WKDW�WKRVH�SHDVDQW�VRQV�JHWWLQJ�HGXFDWLRQ�
UHSUHVHQWHG�D�YHU\�VPDOO�SURSRUWLRQ�RI�WKH�SHDVDQWU\��7R�WKH�H[��
WHQW�RQO\�PRUH�ZHOO�WR�GR�SHDVDQW�IDPLOLHV�FRXOG�DIIRUG�WR�VHQG�
WKHLU�VRQV�IRU�HGXFDWLRQ�RU�FRXOG�VSDUH�WKHP�IURP�WKH�ILHOGV��RQH�
ZRXOG�H[SHFW�WKH�SHDVDQW�FRPSRQHQW�LQ�WKH�HOLWH�WR�EH�GUDZQ�IURP�
WKH�XSSHU�VWUDWXP�RI�WKH�SHDVDQWU\��+RZHYHU��WKLV�WHQGHQF\�ZDV�
PLWLJDWHG�E\�WKH�IDFW�WKDW�KLJK�SRSXODWLRQ�GHQVLW\�LQ�VRPH�DUHDV�
DQG�WKH�LQWHQVH�GHVLUH�RI�SHDVDQW�\RXWK�IURP�WKH�PLQRULW\�FRP��
PXQLWLHV�IRU�HGXFDWLRQ�WR�RYHUFRPH�WKHLU�ORZ�VWDWXV�LQ�6XQQL�
VRFLHW\�ZHUH�ERWK�VWURQJ�IRUFHV�GUDZLQJ�WR�HGXFDWLRQ�SHDVDQW�
\RXWK�ZKR�ZHUH�QRW�QHFHVVDULO\�RI�WKH�WRS�VWUDWXP��,Q�DGGLWLRQ��
WKH�SDUW\�VRPHWLPHV�VHW�XS�LWV�RZQ�IUHH�VFKRROV�LQ�WKH�YLOODJHV��
6LQFH�WKH�HQWUHQFKPHQW�RI�WKH�UHJLPH��IRUPDO�SDUW\�UHFUXLWPHQW�
FKDQQHOV�KDYH�H[WHQGHG�LQWR�PRVW�YLOODJHV�DQG�DFFHVV�WR�KLJK�
VFKRRO�HGXFDWLRQ�KDV�ZLGHQHG�WR�LQFOXGH�DERXW�RQH�IRXUWK�RI�WKH�
PDOH�SRSXODWLRQ���7KLV�VHHPV�WR�UHSUHVHQW�D�IXUWKHU�EURDGHQLQJ�RI�
WKH�UHFUXLWPHQW�SRRO�DQG�D�VWDELOL]DWLRQ�RI�WKH�QHZ�HOLWH�W\SH��
5HFUXLWPHQW�QR�ORQJHU�LV�EDVHG�RQ�IDPLO\�QDPH��JUHDW�ZHDOWK��
DQG�2WWRPDQ�RU�(XURSHDQ�XQLYHUVLW\�HGXFDWLRQ�DV�LW�ZDV�XQGHU�
WKH�ROG�UHJLPH��WRGD\�KLJK�VFKRRO�RU�6\ULDQ�XQLYHUVLW\�HGXFDWLRQ�
DQG�SDUW\�RU�PLOLWDU\�VHUYLFH�DSSHDU�WR�EH�WKH�LPSRUWDQW�IDFWRUV�
H[SODLQLQJ�UHFUXLWPHQW��7KH�RQH�FDUU\�RYHU�ZKLFK�VHHPV�WR�SHU��
VLVW��WKRXJK�SRVVLEO\�WR�D�PRUH�OLPLWHG�H[WHQW��LV�WKH�XVH�RI�SHU��
VRQDO�DQG�SULPRUGLDO�W\SHV�RI�FRQQHFWLRQV�LQ�FOLPELQJ�WKH�ODGGHU�
RI�SRZHU��

$�ILQDO�QRWDEOH�FKDUDFWHULVWLF�RI�WKH�HOLWH�LV�WKH�GLVSURSRU��
WLRQDWH�UHSUHVHQWDWLRQ�LQ�LW�RI�WKH�SUHYLRXVO\�GHSULYHG�SHULSKHUDO�
PLQRULW\�JURXSV��7KH�SDUW\
V�VHFXODU�DQG�UDGLFDO�LGHRORJ\�DSSHDUV�
WR�KDYH�KDG�D�VSHFLDO�DIILQLW\�IRU�WKHP��ERWK�LW�DQG�WKH�DUP\�RI��
IHUHG�FKDQFHV�IRU�XSZDUG�PRELOLW\�IRU�WKRVH�RI�ORZ�VRFLRHFRQRPLF�
VWDWXV�LQ�D�UHODWLYHO\�FORVHG�VRFLHW\��'HVSLWH�WKLV�SURSRUWLRQDO�LP��
EDODQFH��KRZHYHU��WKH�PDMRULW\�FRPPXQLW\�LV�ZHOO�UHSUHVHQWHG�LQ�
DEVROXWH�WHUPV��$V�VXFK��WKH�QHZ�HOLWH�FDQ�SUREDEO\�EH�VDLG�WR�

��0LFKDHO�+��9DQ�'XVHQ���6\ULD��'RZQIDOO�RI�D�7UDGLWLRQDO�(OLWH���LQ�3ROLWLFDO�(OLWHV�
DQG�3ROLWLFDO�0RGHUQL]DWLRQ�LQ�WKH�0LGGOH�(DVW��HG��)UDQN�7DFKDX��&DPEULGJH��0DVV���������
S�������

��6WDWLVWLFV�RQ�HGXFDWLRQ�UHO\�RQ�GLVFXVVLRQ�LQ��'HYHORSPHQW�3ODQQLQJ�DQG�6RFLDO�2E��
MHFWLYHV�LQ�6\ULD���8QLWHG�1DWLRQV�6WXGLHV�RQ�6HOHFWHG�'HYHORSPHQW�3UREOHPV�LQ�9DULRXV�&RXQWULHV�LQ�
WKH�0LGGOH�(DVW��������1HZ�<RUN���������SS��������
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FURVV�FXW�VHFWDULDQ�FOHDYDJHV��UHSUHVHQWLQJ�D�QHZ�FRUH�IRU�WKH�VWDWH�
IRUPHG�RQ� D� UHODWLYHO\�VHFXODU� EDVLV�� 7KH� DGKHVLRQ� RI�WKH�
SHULSKHUDO�FRPPXQLWLHV�WR�WKH�FHQWHU��GHVSLWH�WKH�SHUVLVWHQFH�RI�
VHFWDULDQ�WHQVLRQV��SUREDEO\�FRQWULEXWHV�WR�WKH�ORQJ�UXQ�LQWHJUD��
WLRQ�RI�WKH�SROLWLFDO�FRPPXQLW\��

,Q�JHQHUDO��LW�VHHPV�DUJXDEOH�WKDW�HOLWH�UHFUXLWPHQW�LV�SUREDEO\�
UHDFKLQJ�IXUWKHU�GRZQ�LQ�WKH�VWUDWLILFDWLRQ�V\VWHP�DQG�IXUWKHU�LQWR�
WKH�SHULSKHU\�LQ�6\ULD�WKDQ�LQ�PRVW�RWKHU�$UDE�RU�7KLUG�:RUOG�
FRXQWULHV��

,QVWLWXWLRQDO�,QQRYDWLRQ��$� VHFRQG�FKDQJH�ZRUWK�VWUHVVLQJ�KDV�
EHHQ�WKH�FUHDWLRQ�RI�QHZ�NLQGV�RI�SROLWLFDO�LQIUDVWUXFWXUH�XVLQJ�
QHZ�SROLWLFDO�WHFKQRORJ\�DQG�GHVLJQHG�WR�EULGJH�WKH�XUEDQ�UXUDO��
HOLWH�PDVV�DQG� VHJPHQWDO�FOHDYDJHV�FKDUDFWHULVWLF�RI�WUDGLWLRQDO�
VRFLHW\��7KH�UHJLPH�UHDOL]HG�WKDW�SHDVDQW�PRELOL]DWLRQ�DQG�VRFLDO�
FKDQJH�ZHUH�JRDOV�RI�D�W\SH�ZKLFK�FRXOG�QRW�YHU\�ZHOO�EH�LPSRVHG�
E\�EXUHDXFUDF\�IURP�DERYH��RU�VSUHDG�ZLWK�WKH�KHOS�RI�ORFDO�WUDGL��
WLRQDO�LQIOXHQWLDOV�IURP�EHORZ��$�QHZ�W\SH�RI�LQIUDVWUXFWXUH�FRP��
ELQLQJ�VWURQJ�OHDGHUVKLS�IURP�WKH�FHQWHU��D�QHZ�NLQG�RI�ORFDO�DF��
WLYLVW��DQG� EURDG� SHDVDQW� SDUWLFLSDWLRQ�VHHPHG�FDOOHG� IRU�LQ�
VKRUW��D�/HQLQLVW�VRUW�RI�PRGHO��7KH�UHJLPH�KDV�WULHG�WR�DGRSW�D�
PRGLILHG�YHUVLRQ�RI�WKLV�PRGHO�DQG�WKH�RXWFRPH�RI�LWV�HIIRUWV�GRHV�
DSSHDU�WR�KDYH�D�IDPLO\�UHVHPEODQFH�WR�LW��

7KHUH�LV�QRZ�DQ�HODERUDWH�RUJDQL]DWLRQDO�DSSDUDWXV�LQ�SODFH��
UXQ�RQ�VRPHWKLQJ�OLNH�GHPRFUDWLF�FHQWUDOLVW�OLQHV�DQG�VWUHWFKLQJ�
IURP�FHQWHU�WR�YLOODJH��,W�KDV�EHHQ�EXLOW�E\�UHFUXLWPHQW�IURP�WZR�
JURXSV��ILUVW��HGXFDWHG�YLOODJH�\RXWK�DWWUDFWHG�E\�LGHRORJ\�DQG�WKH�
SRVVLELOLW\�RI�PRELOLW\�DQG�SROLWLFDO�FDUHHUV�RU�ORFDO�SRZHU��DQG�
VHFRQG��VPDOO�KROGLQJ�SHDVDQWV��DWWUDFWHG�E\�ODQG��LGHRORJ\��DQG�
WKH�EHQHILWV�RI�FRRSHUDWL]DWLRQ�DQG�VWDWH�DLG��7KH�VWUDWHJ\�EHKLQG�
WKLV�UHFUXLWPHQW�GRHV�QRW�VHHP�WR�EH�D�EDG�RQH��LW�LV�D�NLQG�RI�LQ��
YHVWPHQW�LQ�WKH�IXWXUH�WKURXJK�\RXWK��DQG�D�WDSSLQJ�RI�QXPEHUV��
UHSUHVHQWHG�E\�WKH�SHDVDQWU\��

7KH�FHQWHU�RI�WKH�V\VWHP�LV�WKH�SDUW\�ZKLFK�KDV�D�QHWZRUN�RI�
DERXW���������DFWLYLVWV��,W�VHHPV�WR�SHUIRUP�IRXU�IXQFWLRQV�LQ�WKH�

ULHI��
,W�LV�D�UHFUXLWPHQW�LQIUDVWUXFWXUH��JLYLQJ�UXUDOV�DFFHVV�WR�D�ODG��

GHU�RI�PRELOLW\��,W�SURYLGHV�D�FKDQQHO�RI�HOLWH�PDVV�FRPPXQLFD��
WLRQ��SRWHQWLDOO\�WZR�ZD\��,W�LV�DQ�DSSDUDWXV�IRU�UXUDO�SROLF\�LP��
SOHPHQWDWLRQ��WKURXJK�D�VSHFLDOL]HG�SDUW\�3HDVDQW�%XUHDX��SDUW\�
OHDGHUV�VXSHUYLVH�WKH�VWDWH�DJUDULDQ�DSSDUDWXV�DQG�RUJDQL]H�DQG�
FRQWURO�WKH�FRRSHUDWLYHV�DQG� SHDVDQW� XQLRQV�� )LQDOO\��LQ�WKH�
YLOODJHV��LW�FRQVWLWXWHV�D�FHQWHU�RI�ORFDO�OHDGHUVKLS��

7KH� PDLQ� SDUW\�DX[LOLDU\�LV� WKH�*HQHUDO� )HGHUDWLRQ� RI�
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3HDVDQWV��7KLV�RUJDQL]DWLRQ�KDV�EHHQ�EXLOW�E\�UHFUXLWLQJ�DQG�
WUDLQLQJ�D�QXFOHXV�RI�SHDVDQW�FDGUHV�LQ�IHGHUDWLRQ�VFKRROV�ZKR�DUH�
WKHQ�UHWXUQHG�WR�WKH�YLOODJH�WR�RUJDQL]H��7KH�)HGHUDWLRQ�KDV�DQ�
RUJDQL]DWLRQDO�LQIUDVWUXFWXUH�FRQQHFWLQJ�FHQWHU�DQG�EDVH�DQG�E\�
WKH�����
V�DSSHDUHG�WR�KDYH�DERXW����SHUFHQW�RI�WKH�HOLJLEOH�
SHDVDQWV�RUJDQL]HG�LQWR�DERXW������YLOODJH�XQLRQV��7KH�)HGHUD��
WLRQ�KDV�WKUHH�JHQHUDO�IXQFWLRQV��)LUVW��LW�LV�DQ�LQVWUXPHQW�IRU�FDU��
U\LQJ�RXW�WKH�UHJLPH
V�UXUDO�SROLF\��,W�KDV�SOD\HG�XVHIXO�UROHV�LQ�
ODQG�UHIRUP��LQ�SUHSDULQJ�SHDVDQWV�IRU�FRRSHUDWL]DWLRQ��LQ�ZDWFK��
LQJ�DQG�DVVLVWLQJ�LQ�WKH�SHUIRUPDQFH�RI�VWDWH�GLUHFWHG�FUHGLW�DQG�
PDUNHWLQJ�RSHUDWLRQV��DQG�LQ�VSUHDGLQJ�OLWHUDF\�DQG�DJULFXOWXUDO�
HGXFDWLRQ��6HFRQG��LW�LV�VXSSRVHG�WR�UHSUHVHQW�SHDVDQW�LQWHUHVWV�LQ�
WKH�V\VWHP��DQG�VHHPV��WR�VRPH�H[WHQW��WR�EH�D�FKDQQHO�IRU�WKH�XS��
ZDUG�IORZ�RI�SHDVDQW�YRLFH��� DW�OHDVW�LWV�UHVROXWLRQV�DSSHDU�WR�
UHIOHFW�SHDVDQW�H[SHFWDWLRQV��,W�PHGLDWHV�UHODWLRQV�EHWZHHQ�LQ��
GLYLGXDO�SHDVDQWV�DQG�WKH�EXUHDXFUDF\��DQG�DFWV�DV�D�SHDVDQW�
VSRNHVPDQ�LQ�WKH�DJUDULDQ�FRXUWV�DQG�LQ�HQIRUFLQJ�WKH�DJUDULDQ�
UHODWLRQV�ODZ��,WV�UHSUHVHQWDWLYHV�VLW�LQ�SDUW\�DQG�JRYHUQPHQW�
ERGLHV�ZKLFK�PDNH�GHFLVLRQV�RQ�UXUDO�SROLF\��7KLUG��DW�WKH�YLOODJH�
OHYHO��WKH�XQLRQV�DUH�DUHQDV�IRU�SHDVDQW�SDUWLFLSDWLRQ�DQG�VHOI��
PDQDJHPHQW�LQ�VXFK�WKLQJV�DV�FRQIOLFW�UHVROXWLRQ�DQG�YLOODJH�
GHYHORSPHQW��

7KLV�V\VWHP�GRHV�VHHP�WR�UHSUHVHQW�D�QHZ�IRUP�RI�HOLWH�PDVV�
OLQNDJH��JHQXLQHO\�GLIIHUHQW�IURP�SUHYLRXV�W\SHV��&KDUDFWHULVWLFV�
RI�SDWURQ�FOLHQWLVP�FDQ�EH�GLVFHUQHG�EHKLQG�WKH�IRUPDO�VWUXF��
WXUHV��EXW�WKH�V\VWHP�GLIIHUV�IURP�SDWURQ�FOLHQW�QHWZRUNV�LQ�LWV�
PRGHUQ�RUJDQL]DWLRQ��RULHQWDWLRQ�WR�GHYHORSPHQWDO�JRDOV��DQG�LQ�
WKH�ODFN�RI�JUHDW�DV\PPHWULHV�EHWZHHQ�WKH�SHUVRQDO�UHVRXUFHV�RI�
OHDGHUV�DQG�IROORZHUV��7KH�V\VWHP�KDV�WUDLWV�RI�D�FRQYHQWLRQDO�
EXUHDXFUDF\��EXW�GLIIHUV�IURP�RQH�LQ�EHLQJ�D�YROXQWDU\�RUJDQL]D��
WLRQ�GUDZQ�IURP�ORFDO�FRPPXQLWLHV��QRW�VLPSO\�D�KLHUDUFK\�RI�DS��
SRLQWHG�RIILFLDOV��DQG�LQ�LWV�DUUDQJHPHQWV�IRU�DQ�XSZDUG�IORZ�RI�
RSLQLRQ�DQG�VRPH�VFRSH�IRU�HOHFWLRQV�IURP�EHORZ��2Q�EDODQFH��
ZKLOH�WKHVH�LQIUDVWUXFWXUHV�GR�FRQWULEXWH�WR�WKH�DELOLW\�RI�WKH�
UHJLPH�WR�FRQWURO�SHDVDQWV�IRU�LWV�RZQ�SXUSRVHV��WKH\�DOVR�DSSHDU�
WR�KDYH�SOD\HG�D�UHDO�UROH�LQ�SHDVDQW�SROLWLFL]DWLRQ�DQG�LQ�WKH�
VWLPXODWLRQ�RI�SHDVDQWV�WR�SDUWLFLSDWLRQ���

6RFLDO�&KDQJH��6WUDWHJLHV�IRU�5XUDO�0RGHUQL]DWLRQ��7KH�UHJLPH�KDV�
WULHG� WR� XVH� LWV� QHZ� SROLWLFDO� LQVWUXPHQWV�WR� FKDQJH� WKH�

��$QDO\VLV�DQG�GDWD�UHJDUGLQJ�WKH�QHZ�SROLWLFDO�LQVWLWXWLRQV�LQ�WKH�ULHI�UHO\�RQ�ILHOGZRUN�
GRQH�LQ�6\ULD��LQFOXGLQJ�VRPH�DW�WKH�YLOODJH�OHYHO����������
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VRFLRHFRQRPLF�FRQILJXUDWLRQ�LQ�WKH�FRXQWU\VLGH��,GHDOO\��DQG�LQ�
WKH�ORQJ�WHUP��WKH�UHJLPH�KDV�FODLPHG�WR�EH�DLPLQJ�DW�D�VRFLDOLVW�
WUDQVIRUPDWLRQ�DQG�DJUDULDQ�UHYROXWLRQ�LQ�WKH�ULHI��,Q�PRUH�LP��
PHGLDWH�DQG�PDQDJHDEOH�WHUPV��WKHVH�QRWLRQV�KDYH�WUDQVODWHG�LQ��
WR� HIIRUWV�WR� DOWHU� WKH� VWUDWLILFDWLRQ�V\VWHP�E\� OHYHOLQJ�WKH�
QHRIHXGDO�VWUXFWXUH�DQG�EROVWHULQJ�WKH�SRVLWLRQ�RI�WKH�SHDVDQWU\��
WKXV�UHGXFLQJ�WKH�JUHDW�FODVV�JDSV�RI�WUDGLWLRQDO�VRFLHW\��2QH�FDQ�
DOVR�GLVFHUQ�D�GULYH�WR�DOWHU�WKH�IHXGDO�VHJPHQWDO�VWUXFWXUH�RI�WKH�
ROG�VRFLHW\��UHSODFLQJ�SDWURQ�FOLHQWLVP��WULEDOLVP��ORFDOLVP�DQG�
VHFWDULDQLVP�ZLWK�EURDGHU�LGHQWLILFDWLRQV�DQG�PRUH�PRGHUQ�W\SHV�
RI�UHODWLRQV��WKHVH�HIIRUWV�WR�FXUE�WKH�FHQWULIXJDO�HIIHFWV�RI�VHJPHQ��
WDOLVP�DLP�DW�WKH�FUHDWLRQ�RI�D�PRUH�LQWHJUDWHG�VWDWH�DQG�VRFLHW\��
)LQDOO\��WKHUH�KDYH�EHHQ�DWWHPSWV�WR�UHPRYH�REVWDFOHV�WR�DQG�VSXU�
HFRQRPLF�PRGHUQL]DWLRQ�DQG�JURZWK��7KUHH�LQVWLWXWLRQDO�SLOODUV�
VXSSRUW�WKLV�JHQHUDO�HIIRUW��

��� 5HIRUP�RI�/DQG�7HQXUH�DQG�'LVWULEXWLRQ��5HIRUP�KDV�LQ��
YROYHG�WKH�EUHDNXS�RI�WKH�JUHDW�HVWDWHV�DQG� WKH�FUHDWLRQ�RI�D�
UHODWLYHO\�EURDG�VWUDWXP�RI�VPDOO�SURSULHWRU�FXOWLYDWRUV��$ERXW����
SHUFHQW�RI�WKH�FXOWLYDWHG�VXUIDFH�KDV�EHHQ�WUDQVIHUUHG�WR�SHDVDQW�
EHQHILFLDULHV�DQG�DQRWKHU����SHUFHQW�WR�VWDWH�FRQWURO���7KLV� LQ��
FOXGHV�WKH�WUDQVIHU�RI�VWDWH�ODQG��SUHYLRXVO\�FRQWUROOHG�ODUJHO\�E\�
ELJ�ODQGORUGV���%\�ZD\�RI�FRPSDULVRQ��WKH�(J\SWLDQ�UHIRUPV�DS��
SHDU� WR�KDYH� WUDQVIHUUHG�DERXW� ���SHUFHQW�RI�WKH�VXUIDFH�WR�
SHDVDQWV��%LJ�SURSHUW\�KDV�EHHQ�UHGXFHG�IURP����SHUFHQW�RI�WKH�
ODQG�VXUIDFH�WR�VRPHZKDW�PRUH�WKDQ����SHUFHQW��ZKLOH�WKH�SURSRU��
WLRQ�KHOG�E\�VPDOO�KROGHUV�KDG�LQFUHDVHG�IURP�������SHUFHQW�WR�
DERXW�������SHUFHQW��7KH� SURSRUWLRQ�RI�ODQGOHVV�SHDVDQWV�KDV�
GHFUHDVHG�IURP�������SHUFHQW�WR�DERXW�������SHUFHQW��7KHUH�KDV�
DOVR�EHHQ�D�UHIRUP�RI�WKH�FRQGLWLRQV�RI�WHQXUH�HIIHFWHG�WKURXJK�DQ�
DJUDULDQ�UHODWLRQV�ODZ�ZKLFK�JLYHV�WKH�SHDVDQW�DQ�LQFUHDVHG�VKDUH�
RI�WKH�SURGXFW�DQG�YLUWXDO�VHFXULW\�RI�WHQXUH��7KHVH�WZR�FKDQJHV�
DSSHDU�WR�PHDQ�D�FRQVLGHUDEOH�UHGLVWULEXWLRQ�RI�UHVRXUFHV�LQ�WKH�
ULHI��DQG�WKHUH�LV�HYLGHQFH�RI�ULVHV�LQ�SHDVDQW�LQFRPH�DV�D�UHVXOW���

��� 7KH�&RRSHUDWLYH�0RYHPHQW��7KH�UROH�RI�WKH�FRRSHUDWLYH�
PRYHPHQW�LV�����WR�DFW�DV�D�IUDPHZRUN�IRU�UHFHLSW�DQG�RUJDQL]D��
WLRQ�RI�FUHGLW�DQG�SURGXFWLRQ�VXSSOLHV�DQG�RI�PDUNHWLQJ��7KLV�
DLPV�WR�FXW�RXW�DQG�UHSODFH�WKH�PLGGOHPHQ�DQG�ODQGORUGV�ZKR�
SUHYLRXVO\�WRRN�PRVW�RI�WKH�SURGXFW�DQG� WR� EUHDN� SHDVDQW�
GHSHQGHQF\�RQ�WKHP������7KH�FRRSHUDWLYHV�DUH�DOVR�GHVLJQHG�WR�

�� 7KHVH�ILJXUHV�DUH�GHULYHG�IURP�RIILFLDOO\�SXEOLVKHG�PDWHULDOV�RQ�WKH�DJUDULDQ�UHIRUP�
DQG� RQ� WKH� UHFHQW� DJULFXOWXUDO� FHQVXV�� 7KH\� VKRXOG� REYLRXVO\� EH� WDNHQ� DV� PHUH�
�JXHVVWLPDWHV���
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DFW�DV�XQLWV�IRU�WKH�VWLPXODWLRQ�DQG�RUJDQL]DWLRQ�RI�FRPPXQLW\�
GHYHORSPHQW�DPRQJ�SHDVDQWV��SDUWLFXODUO\�FROOHFWLYH�LQYHVWPHQW�
LQ�ODUJHU�VFDOH�PHDQV�RI�SURGXFWLRQ�RU�GHYHORSPHQW�SURMHFWV�
EH\RQG�WKH�FDSDFLW\�RI�LQGLYLGXDOV��

7KH�VXFFHVV�RI�WKH�FRRSHUDWLYHV�LV�PL[HG��7KH\�VHHP�WR�IXQF��
WLRQ�ZHOO�HQRXJK�LQ�WKH�VXSSO\�RI�SURGXFWLRQ�UHTXLVLWHV�DQG�FUHGLW��
EXW�OHVV�VR�LQ�PDUNHWLQJ�ZKHUH�PLGGOHPHQ�GR�SHUVLVW��:KHWKHU�LW�
VKRXOG�EH�WDNHQ�DV�D�VLJQ�RI�VXFFHVV�RU�IDLOXUH��SURGXFWLYLW\�OHYHOV�
DUH�FRPSDUDEOH�WR�WKRVH�LQ�WKH�SULYDWH�VHFWRU��'HYHORSPHQW�SHU��
IRUPDQFH��JHWWLQJ�SHDVDQWV�WR�VDYH�DQG�FROOHFWLYHO\�LQYHVW�KDV�
EHHQ�PRGHVW��%XW�WKH�ELJJHVW�OLPLWDWLRQ�RI�WKH�PRYHPHQW�LV�WKH�
IDFW�WKDW�E\�WKH�HDUO\�����
V�OHVV�WKDQ�RQH�WKLUG�RI�WKH�HOLJLEOH�
SHDVDQWV�ZHUH�FRRSHUDWL]HG��5HDVRQV�IRU�WKH�PRGHVW�SHUIRUPDQFH�
RI�WKH�PRYHPHQW�PD\�EH�IRXQG�LQ�FHUWDLQ�ZHDNQHVVHV�DW�WKH�
EDVH���LQ�ODFN�RI�FRRSHUDWLYH�VSLULW�DPRQJ�SHDVDQWV�DV�PDQLIHVWHG�
LQ�IDPLO\�DQG�FODQ�ULYDOULHV�DQG� FRUUXSW�SUDFWLFHV��DQG� LQ�
ZHDNQHVVHV�IURP�DERYH��LQ�WKH�LQDELOLW\�RI�WKH�UHJLPH�WR�VXSSO\�
TXDOLW\�VXSSRUW�SHUVRQQHO�DV�PDQLIHVWHG�LQ�DFFRXQWLQJ�GHILFLHQ��
FLHV�DQG�WKH�ODFN�RI�SURSHU�DGPLQLVWUDWLYH�VXSHUYLVLRQ�DQG�
WHFKQLFDO�DVVLVWDQFH��

7KH�PDLQ�VRFLDO�EDVH�RI�WKH�FRRSHUDWLYH�V\VWHP�DSSHDUV�WR�EH�
WKH�PLGGOH�SHDVDQWU\��� VPDOO�KROGHUV��� EXW�WKHUH�LV�VRPH�HYLGHQFH�
WKDW�ULFK�SHDVDQWV�ZKR�KLUH�ODERU�DUH�QRW�QHFHVVDULO\�H[FOXGHG��
7KHUH�LV�VRPH�HYLGHQFH�WKDW�PRUH�ZHOO�WR�GR�SHDVDQWV�VRPHWLPHV�
GRPLQDWH�WKH�FRRSHUDWLYHV��EXW�LW�LV�KDUG�WR�NQRZ�ZKHWKHU�WKLV�
UHSUHVHQWV�DQ�DFWLYH�FODVV�FRQWUDGLFWLRQ�LQVLGH�WKH�FRRSHUDWLYH�
PRYHPHQW��

���7KH�6WDWH�$JULFXOWXUDO�6HFWRU��7KH�UHJLPH�KDV�PDGH�DQ�HI��
IRUW�WR�FUHDWH�D� QHZ�VWDWH�DJULFXOWXUDO�VHFWRU�WR��OHDG��WKH�
FRRSHUDWLYH�DQG�SULYDWH�VHFWRUV��WKDW�LV��WR�LQFUHDVH�WKH�VWDWH
V�
DELOLW\�WR�FRQWURO�DJULFXOWXUH��H[WUDFW�UHVRXUFHV��SODQ��VXSSO\�WKH�
YLOODJHV��DQG�HQFRXUDJH�GHYHORSPHQW��7KH�VWDWH�PDUNHWV�WKH�PDLQ�
FURSV��UHVHUYLQJ�IRU�LWVHOI�WKH�SURILWV�ZKLFK�SUHYLRXVO\�HQULFKHG�
ODQGORUGV�DQG�PHUFKDQWV��%XW�PRUH�WKDQ�WKH�ODWWHU��WKH�QHZ�VWDWH�
UHLQYHVWV�DW�OHDVW�D�SDUW�RI�WKHVH�UHVRXUFHV�LQ�VRFLDO�DQG�HFRQRPLF�
GHYHORSPHQW�LQ�WKH�ULHI��,W�KDV�HVWDEOLVKHG�D�V\VWHP�RI�VWDWH�IDUPV��
7KHUH�DUH�D�VHULHV�RI�PLQLVWULHV�IRU�WKH�SURYLVLRQ�RI�DJULFXOWXUDO�
DQG�VRFLDO�VHUYLFHV��$�VLJQLILFDQW�LQQRYDWLRQ�LV�WKH�FUHDWLRQ�RI�D�
QHZ�VHW�RI�PLQLVWULHV�DQG�DJHQFLHV�HQJDJHG�LQ�ODQG�UHFODPDWLRQ��
ZDWHU�UHVRXUFH�GHYHORSPHQW�DQG�PRGHO�FRPPXQLW\�GHYHORSPHQW�
LQ�SODFHV�VXFK�DV�WKH�*KDE�DQG�(XSKUDWHV�%DVLQ��7KHUH�KDV�DOVR�
EHHQ�D�VLJQLILFDQW�GHYHORSPHQW�RI�DJULFXOWXUDO�RULHQWHG�LQGXVWULHV�
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WR�VXSSO\�SURGXFWLRQ�UHTXLVLWHV��WUDFWRUV��IHUWLOL]HU��HWF���DQG�WR�
SURFHVV�WKH�SURGXFW��$�FHQWUDO�NH\�WR�WKLV�PRGHUQL]DWLRQ�GULYH�LV�
WKH�(XSKUDWHV�'DP�SURMHFW�ZKLFK�KROGV�WKH�SRWHQWLDO�WR�WUDQVIRUP�
6\ULDQ�DJULFXOWXUH�E\�FUHDWLQJ�D� ODUJH�PRGHUQ�DJUR�LQGXVWULDO�
EDVH��,Q�FRQWUDVW�WR�SUHYLRXV�UHJLPHV��XQGHU�WKH�%D
WK�WKH�VWDWH�LV�
DJDLQ�DVVXPLQJ�WKH�DFWLYH�UROH�LQ�WKH�FRQWURO�DQG�GHYHORSPHQW�RI�
DJULFXOWXUH�ZKLFK��LI�KLVWRU\�LV�DQ\�JXLGH��LV�QHFHVVDU\�IRU�6\ULD
V�
IUDJLOH�DJUDULDQ�EDVH�WR�\LHOG�LWV�SRWHQWLDO�SURVSHULW\��1HYHUWKHOHVV�
LWV�HIIRUWV�FRQWLQXH�WR�EH�PDUUHG�E\�VKRUWDJH�RI�VNLOOV�DQG�FDSLWDO��
DQG�RUJDQL]DWLRQDO�DQG�PDQDJHULDO�ZHDNQHVVHV��

:KDW�KDYH�EHHQ�VRPH�RI�WKH�GXUDEOH�VRFLDO�VWUXFWXUDO�FRQVH��
TXHQFHV�DV�ZHOO�DV�WKH�ORQJ�WHUP�LPSDFW�RQ�HFRQRPLF�GHYHORS��
PHQW�RI�DOO�WKHVH�VRFLDO�DQG�SROLWLFDO�FKDQJHV�LQLWLDWHG�E\�WKH�
UHJLPH"�7KH�PRVW�VDOLHQW�FKDQJH�LQ�VRFLDO�VWUXFWXUH�VHHPV�WR�EH�
WKH�GHVWUXFWLRQ�RI�QHRIHXGDOLVP��/DQG� UHIRUP�KDV�HOLPLQDWHG�LWV�
HFRQRPLF�EDVH�E\�WUDQVIRUPLQJ�D�VLWXDWLRQ�RI�H[WUHPH�ROLJRSRO\�WR�
RQH�PXFK�PRUH�QHDUO\�UHVHPEOLQJ�DQ�HFRQRP\�RI�IUHH�FRPSHWL��
WLRQ� EHWZHHQ� VPDOO� SURGXFHUV�� 7KH� FRRSHUDWLYH�PRYHPHQW��
DJUDULDQ�UHODWLRQV�ODZV�� DQG� VWDWH�VHUYLFH�LQIUDVWUXFWXUH�KDYH�
FXUEHG�WKH�DELOLW\�RI�ODQGORUGV�DQG�PHUFKDQWV�WR�NHHS�SHDVDQWV�
GHSHQGHQW�DQG� FXW�RXW�PXFK�RI�WKH�EDVH� IRU�FODVVLF�SDWURQ��
FOLHQWLVP��ZKLOH�WKH�SHDVDQW�XQLRQ�KDV�RUJDQL]HG�VPDOO�SHDVDQWV�
LQWR�D� EORF� SROLWLFDOO\�RSSRVHG� WR�WUDGLWLRQDO�OHDGHUVKLS��7KH�
UHGLVWULEXWLRQ�RI�UHVRXUFHV�WR�WKH�SHDVDQWV�DQG�WKH�LQFUHDVH�LQ�RS��
SRUWXQLWLHV�IRU�SROLWLFDO�DQG�RWKHU�NLQGV�RI�XSZDUG�PRELOLW\�DS��
SHDU�WR�KDYH�FUHDWHG�D�PRUH�RSHQ�VRFLDO�VWUXFWXUH�DQG�WR�KDYH�
SDUWO\�EURNHQ� GRZQ� WKH� FDVWHOLNH� XUEDQ�UXUDO�JDSV� ZKLFK�
SUHYLRXVO\�REWDLQHG��7KH�HURVLRQ�RI�WKH�ZHDOWK�DQG�SRZHU�RI�ORFDO��
WULEDO��DQG�VHFWDULDQ�OHDGHUV�DQG�WKH�VWUHQJWKHQLQJ�RI�WKH�VWDWH�
FHQWHU�WKURXJK�LQWHJUDWLRQ�RI�SHDVDQWV�WR�LW�E\�WKH�FRRSHUDWLYHV��
SHDVDQW�XQLRQ��SDUW\�DQG�VWDWH�DSSDUDWXV�KDYH�SUREDEO\�XQGHU��
PLQHG�WKH�VRFLDO�EDVH�IRU�QHRIHXGDOLVWLF�VHJPHQWDOLVP�DQG�OHG�WR�D�
QHZ�OHYHO�RI�VRFLDO�LQWHJUDWLRQ�LQ�6\ULD��

7KLV�KDUGO\�PHDVXUHV�XS�WR�WKH�VWDQGDUGV�RI�D��VRFLDOLVW�WUDQV��
IRUPDWLRQ���RU�HYHQ�WR�WKH�IXOO�LPSOHPHQWDWLRQ�RI�WKH�VORJDQ���7KH�
/DQG� WR�+LP�:KR�:RUNV�,W���/DQGKROGLQJ�LV�VWLOO�TXLWH�XQ��
HTXDO�� ODQGORUGV�UHWDLQ�PRUH�WKDQ�ILYH�WLPHV�WKH�VXUIDFH�RI�W\SLFDO�
SHDVDQWV��8UEDQ�DQG�UXUDO�ERXUJHRLVLHV�ZKLFK�RZQ�ODQG�EXW�GR�
QRW�ZRUN�LW�UHPDLQ�VWURQJ��DQG�PLGGOHPHQ�DUH�VWLOO�DFWLYH�DQG�LP��
SRUWDQW��0RUH� WKDQ� RQH�WKLUG�RI�WKH�SHDVDQW� SRSXODWLRQ� LV�
ODQGOHVV�� ,Q� JHQHUDO��DORQJVLGH�WKH�FRRSHUDWLYH�DQG� VWDWH�VHF��
WRUV��DQG�HYHQ�RYHUODSSLQJ�ZLWK�WKHP��� LV�D�ODUJH�SULYDWH�VHFWRU��
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&DSLWDOLVW�UHODWLRQV�RI�WHQDQF\��HPSOR\PHQW��LQYHVWPHQW��DQG�H[��
FKDQJH�DUH�SHUYDVLYH��ZKDW�KDV�HPHUJHG�LV�D�GHFLGHGO\�PL[HG�UXUDO�
VWUXFWXUH��D�EOHQG�RI�VWDWH��FRRSHUDWLYH��SULYDWH�VPDOO�SURGXFLQJ�
DQG�PHGLXP�VL]HG�DJUDULDQ�FDSLWDOLVW�VHFWRUV��

(FRQRPLFDOO\��WKH�SHUIRUPDQFH�RI�WKH�UHJLPH�VHHPV�PL[HG�DV�
ZHOO��7KH�DJUDULDQ�VORZGRZQ�RI�WKH�ODWH�ILIWLHV�FDUULHG�RYHU�LQWR�
WKH�VL[WLHV�DQG�WKH�VWUXFWXUDO�FKDQJHV�DQG�VRFLDO�FRQIOLFW�LQLWLDWHG�
E\�WKH�%D
WK�DW�ILUVW�DJJUDYDWHG�WKLV�WUHQG��+RZHYHU��E\�WKH�HDUO\�
VHYHQWLHV��WKH�DJJUHJDWH�LPSDFW�RI�UHIRUPV��VWDWH�LQYHVWPHQW�DQG�
GHYHORSPHQW�SURMHFWV��SROLWLFDO�DQG�VRFLDO�VWDELOL]DWLRQ��WKH�SUR��
JUHVVLYH�LPSODQWDWLRQ�RI�D�QHZ�DJUDULDQ�LQIUDVWUXFWXUH��DQG�WKH�
OLEHUDOL]DWLRQ�RI�WKH�FOLPDWH�IRU�SULYDWH�LQYHVWPHQW�DOO�VHHPHG�WR�
EH�FUHDWLQJ�WKH�FRQGLWLRQV�IRU�D� QHZ�H[SDQVLRQ�LQ�6\ULDQ�
DJULFXOWXUH��:KLOH�VWLOO�LQFRQFOXVLYH��SURGXFWLRQ�VWDWLVWLFV�GR�VXS��
SRUW�WKH�H[LVWHQFH�RI�VXFK�D�WUHQG���7KH�JUDGXDO�FRPSOHWLRQ�RI�WKH�
(XSKUDWHV�'DP�SURMHFW�VKRXOG�EXWWUHVV�DQG�DFFHOHUDWH�LW�RYHU�WKH�
QH[W�FRXSOH�RI�GHFDGHV��3URVSHFWV�IRU�HFRQRPLF�JURZWK�DSSHDU�WR�
EH�IDLUO\�JRRG��

&21&/86,216�

$�IHZ�VXJJHVWLRQV�PD\�EH�RIIHUHG�E\�ZD\�RI�FRQFOXVLRQ��+XQ��
WLQJWRQ�KHOG�WKDW�WKH�NH\�WR�WKH�FUHDWLRQ�RI�D�VWURQJ�VWDWH�ZDV�WKH�
LQFRUSRUDWLRQ�RI�WKH�UXUDO�PDVVHV�LQWR�SROLWLFV��,W�GRHV�VHHP�WKDW�
RQH�RI�WKH�VWULNLQJ�GHYHORSPHQWV�LQ�6\ULDQ�SROLWLFV�KDV�EHHQ�WKH�
HPHUJHQFH�RI�D�VWURQJ�SDUW\�VWDWH�LQ�WKH�ODVW�GHFDGH��UHODWLYHO\�
VWDEOH�DQG�HIIHFWLYH��DW�OHDVW�E\�FRPSDULVRQ�ZLWK�WKH�UHJLPHV�RI�WKH�
IRUWLHV�DQG�ILIWLHV��,W�VHHPV�DUJXDEOH�WKDW�SDUW�RI�WKH�H[SODQDWLRQ�
IRU�WKLV�OLHV�LQ�WKH�IDFW�WKDW�ZKLOH�WKH�ODWWHU�UHJLPHV�UHVWHG�RQ�QDU��
URZ�VRFLDO�EDVHV��KDYLQJ�IDLOHG�WR�PRELOL]H�WKH�FRXQWU\VLGH��WKH�
SUHVHQW�UHJLPH�KDV�FUHDWHG�D�EURDGHU�EDVH�E\�GRLQJ�VR��,WV�UXUDO�
RULJLQV��QHZ�SROLWLFDO�LQIUDVWUXFWLRQ�DQG�VRFLDO�LQQRYDWLRQV�UHGXF��
LQJ�JUHDW�XUEDQ�UXUDO�DQG�FODVV�JDSV�DQG�FXUELQJ�WKH�HIIHFWV�RI�
VHJPHQWDOLVP�KDYH�DOO�FRQWULEXWHG�WR�WKH�LQWHJUDWLRQ�RI�VWDWH�DQG�
VRFLHW\��3URSHUW\�LV�D�PHDQV�RI�VRFLDO�FRQWURO��LWV�ZLGHU�GLVWULEX��
WLRQ�DV�D�UHVXOW�RI�VRFLDO�UHIRUPV�DQG�WKH�FUHDWLRQ�RI�D�PRUH�
JUDGLDWHG�VWUDWLILFDWLRQ�V\VWHP�SUREDEO\�JLYHV�PRUH�SHRSOH�D�
JUHDWHU�VWDNH�LQ�WKH�V\VWHP��7KH�SDUDOOHO�WR�,UDT��DOVR�FKDUDFWHU��
L]HG�E\�QDUURZ�EDVHG�XQVWDEOH�UHJLPHV�XQWLO�WKH�%D
WK�WDNHRYHU��
PD\�EH�LQVWUXFWLYH��

��6HH�81�6WDWLVWLFDO�<HDUERRN�������1HZ�<RUN���������H�J���LQGLFHV�RI�DJULFXOWXUDO�SUR��
GXFWLRQ��S�������
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,W�ZDV�SUHYLRXVO\�VXJJHVWHG�WKDW�ZKHUH�UDGLFDO�LQWHOOHFWXDOV�
PRELOL]HG�WKH�SHDVDQWU\��D�UHYROXWLRQDU\�RQH�SDUW\�VWDWH�ZDV�OLNH��
O\�WR�UHVXOW��DQG�WKDW�ZKHUH�RIILFHUV�ZHUH�DEOH�WR�OLQN�XS�IURP�
DERYH�ZLWK�WKH�SHDVDQWV��D�UHIRUPLVW�PLOLWDU\�UHJLPH�ZDV�D�W\SLFDO�
RXWFRPH��7KH�%D
WK�VHHPV�WR�EH�D�PL[�RI�WKHVH�WZR�RSWLRQV��D�
V\PELRWLF�RYHUODS�RI�PLOLWDU\�SROLWLFLDQV�DQG�UDGLFDO�LQWHOOHFWXDOV�
EDVHG�RQ�WKH�VLQJOH�SDUW\��,I�WKH�SURSRVLWLRQ�LV�DFFHSWHG�WKDW�SHDV��
DQW�PRELOL]DWLRQ�E\�LQWHOOHFWXDOV�OHDGV� WR�D� RQH�SDUW\�UHYROX��
WLRQDU\�UHJLPH��LW�VHHPV�WR�IROORZ�WKDW�WKH�GHHSHU�DQG�PRUH�LQ��
WHQVH�LV�SHDVDQW�PRELOL]DWLRQ�IURP�EHORZ��WKH�VWURQJHU�ZLOO�EH�WKH�
VLQJOH�SDUW\�DQG�WKH�JUHDWHU�WKH�SRZHU�RI�WKH�UDGLFDO�LQWHOOHFWXDOV��
:KHUH�WKH�UHYROXWLRQDU\�UHJLPH�FRPHV�WR�SRZHU�DW�WKH�KHDG�RI�D�
KXJH�DUPHG�SHDVDQW�PRYHPHQW�DV� LQ�&KLQD�� LW�VKRXOG�EH�YHU\�
VWURQJ�LQGHHG��,Q�WKH�FDVH�RI�WKH�%D
WK��SHDVDQW�PRELOL]DWLRQ�ZDV�
PXFK� PRUH� VSRUDGLF�� WKHUH� ZHUH� LQWHUYHQLQJ�SHULRGV� RI�
GHPRELOL]DWLRQ�DQG� IUDJPHQWDWLRQ�RI�WKH�SHDVDQW� EDVH�� DQG�
PRELOL]DWLRQ�IURP�EHORZ�ZDV� LQWHUZRYHQ�ZLWK�D�PRUH�EXUHDX��
FUDWL]HG�W\SH�RI�PRELOL]DWLRQ�IURP�DERYH�� 2EYLRXVO\��WKH�%D
WK�
SDUW\�KDV�EHHQ�IDU�OHVV�SRZHUIXO�DQG�IDU�OHVV�UHYROXWLRQDU\�WKDQ�
WKH�&RPPXQLVW�SDUW\�LQ�&KLQD��DQG�SDUW�RI�WKH�H[SODQDWLRQ�IRU�
WKHVH�NLQGV�RI�GLIIHUHQFHV�PD\�OD\�LQ�GLIIHUHQWLDO�PRELOL]DWLRQDO�
SHUIRUPDQFH��HQRXJK�SRZHU�ZDV�PRELOL]HG�WR�HVWDEOLVK�D�QHZ�HOLWH�
DQG�D�PL[HG�PLOLWDU\�SDUW\�VWDWH��EXW�XOWLPDWHO\�UDGLFDO�LQWHOOHF��
WXDOV�SURYHG�XQDEOH�WR�PRELOL]H�HQRXJK�SHDVDQW�SRZHU�HQRXJK�
QXPEHUV�LQWHQVHO\�HQRXJK�� WR� VXERUGLQDWH�WKH�JXQ� WR� WKHLU�
UHYROXWLRQDU\�JRDOV��

,W�ZDV� VXJJHVWHG�WKDW�D� UHYROXWLRQDU\�WUDQVIRUPLQJ�W\SH�RI�
PRGHUQL]LQJ�VWUDWHJ\�LV�DVVRFLDWHG�ZLWK�LQWHQVH�SHDVDQW�PRELOL]D��
WLRQ�E\�UDGLFDO�LQWHOOHFWXDOV�WKURXJK�D�VLQJOH�SDUW\�DQG�UHIRUPLQJ��
W\SH�VWUDWHJLHV�ZLWK�D�PLOLWDU\�UHJLPH��:KHUHYHU�WKH�OLQH�EHWZHHQ�
UHIRUP�DQG�UHYROXWLRQ�PD\�EH�GUDZQ��LW�LV�FOHDU�WKDW�WKH�%D
WK
V�
VWUDWHJLHV�RI�UXUDO�PRELOL]DWLRQ�KDYH�IDOOHQ�VKRUW�RI�UHYROXWLRQDU\�
VRFLDOLVW�WUDQVIRUPDWLRQ��3DUW�RI�WKH�H[SODQDWLRQ�IRU�WKLV�PD\�EH�LWV�
PRUH�PRGHVW�OHYHO�RI�SHDVDQW�PRELOL]DWLRQ�DV�FRPSDUHG�WR�RWKHU�
UHYROXWLRQDU\�H[SHULHQFHV��2Q�WKH�RWKHU�KDQG��WKH�%D
WK
V�VRUW�RI�
PL[HG�VWUDWHJ\�RI�PRGHUQL]DWLRQ��VRPHZKHUH�EHWZHHQ�UHIRUP�
DQG�UHYROXWLRQ���DSSHDUV�TXLWH�FRPSDWLEOH�ZLWK�WKH�VXSSRUW�EDVH�
WKDW�LW�KDV�PRELOL]HG���QDPHO\�D�FRDOLWLRQ�RI�UDGLFDO�LQWHOOHFWXDOV��
DUP\�RIILFHUV�DQG�VPDOO�EXUHDXFUDWV�GUDZQ�IURP�WKH�UXUDO�SHWW\�
ERXUJHRLVLH�DQG�PDLQVWUHDP�SHDVDQWU\��LQ�DOOLDQFH�ZLWK�WKH�PLG��
GOH�SHDVDQWU\�LQ�WKH�FRRSHUDWLYHV�DQG�SHDVDQW�XQLRQV��� WR�ZKLFK�
WKH�OLEHUDOL]DWLRQ�KDV�DGGHG�HOHPHQWV�RI�WKH�XUEDQ�SRSXODWLRQ��
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SRVVLEO\�LQFOXGLQJ�WKH�DJUDULDQ�ERXUJHRLVLH��,WV�VWUDWHJ\�KDV�QRW�
EHHQ�D� SXUH�FDSLWDOLVW�RU�6WDOLQLVW�RQH�ERWK� RI�ZKLFK�WHQG�WR�
PDNH�WKH�SHDVDQWV�SD\�WKH�KHDYLHVW�SULFH�RI�PRGHUQL]DWLRQ��DQG�
WKDW�VHHPV�XQGHUVWDQGDEOH��1RU�KDV�LW�EHHQ�RI�WKH�&KLQHVH�W\SH��
ZKLFK��EHLQJ�EDVHG� RQ� WKH�SRRU�SHDVDQWU\��DLPV�WR�FUHDWH�D�
KRPRJHQHRXV�SHDVDQW�FODVV�E\�HUDGLFDWLQJ�SULYDWH�SURSHUW\�DQG�
WULHV�WR�PRGHUQL]H�WKH�FRXQWU\VLGH�ZLWKRXW�H[SORLWLQJ�LW�IRU�WKH�
VDNH�RI�WKH�FLWLHV��7KH�%D
WK
V�VWUDWHJ\�KDV�EHHQ�PL[HG��8QGHU�WKH�
UDGLFDOV�LW�WULHG�WR�EROVWHU�WKH�PLGGOH�DQG�SRRU�SHDVDQWU\�DV�D�EDVH�
RI�RUJDQL]HG�SRZHU�ZLWK�ZKLFK�WR�XQGHUPLQH�WKH�OHDGHUVKLS�RI�
ERWK�JUHDW�ODQGORUGV�DQG�WKH�WUDGLWLRQ�RULHQWHG�ERXUJHRLVLH�DQG�
SHWW\�ERXUJHRLVLH��XQGHU�WKH�PRGHUDWHV�LW�KDV� SUHVHUYHG�WKH�
PLGGOH�SHDVDQW�EDVH�� SHUKDSV�JLYLQJ�XS�RQ�WKH�SRRU�SHDVDQWV��
ZKLOH�WU\LQJ�WR�DFFRPPRGDWH�WKH�UXUDO�SHWW\�ERXUJHRLVLH�DQG�WKH�
DJUDULDQ�ELJ�ERXUJHRLVLH��,W�ZRXOG�SUREDEO\�EH�IDLU�WR�VD\�WKDW�WKH�
FHQWHU�RI�JUDYLW\�RI�WKH�%D
WK�UHJLPH�OLHV�HVVHQWLDOO\�LQ�WKH�SHWW\�
ERXUJHRLVLH�� 6XFK� D� PL[HG� VWUDWHJ\��ZKLFK�ZDYHUV�EHWZHHQ�
FDSLWDOLVP�DQG�VRFLDOLVP��WKH�ERXUJHRLVLH�DQG�WKH�ORZHU�FODVVHV��LV�
RIWHQ�VDLG�WR�EH�FKDUDFWHULVWLF�RI�SHWW\�ERXUJHRLV�UHJLPHV��$�PL[HG�
VWUDWHJ\�LV�OLNHO\�WR�PL[�FRVWV�DQG�EHQHILWV��LW�PD\�KDYH�WKH�DGYDQ��
WDJH�RI�IOH[LELOLW\��RI�SURYLGLQJ�D�YDULHW\�RI�RSWLRQV�ZKLFK��DV�FRQ��
GLWLRQV�ZDUUDQW��FDQ�EH�HPSKDVL]HG�RU�GHHPSKDVL]HG��EXW�LW�PD\�
DOVR�KDYH�FHUWDLQ�EXLOW�LQ�FRQWUDGLFWLRQV��&DQ� D�FRRSHUDWLYH�DQG�
VWDWH�VRFLDOLVW�VHFWRU�UHDOO\�EH�PDGH�WR�ZRUN�LQ�D�PLOLHX�ZKHUH�
FDSLWDOLVW�LQYHVWPHQW�UHODWLRQV�UHPDLQ�SHUYDVLYH"�0LJKW�WKHUH�QRW�
EH�IXQGDPHQWDO�FRQWUDGLFWLRQV�EHWZHHQ�WKH�LQWHUHVWV�RI�ELJ�LQ��
YHVWRUV�DQG�VPDOO�SHDVDQWV��ODERUHUV�DQG�WKRVH�ZKR�KLUH�ODERU"�

)LQDOO\��ZKDW�PD\�EH� WKH�UHOHYDQFH�RI�WKH�RWKHU�SRVVLEOH�
PRGHOV�WR�WKH�IXWXUH�RI�6\ULDQ�SROLWLFDO�GHYHORSPHQW"�:KDW�SURV��
SHFWV�DUH�WKHUH�IRU�PRYHPHQW�WRZDUG�D�OLEHUDO�PRGHO"�7KH�IDLOXUH�
RI�WKH�WUDGLWLRQDO�ODQGORUGV�DQG�ERXUJHRLVLH�WR�PDNH�D�VXFFHVV�RI�
WKLV�PRGHO�E\�HIIHFWLYHO\�OLQNLQJ�XS�ZLWK�SHDVDQWV�RSHQHG�WKH�
GRRU�IRU�WKH�%D
WK�WR�PRELOL]H�WKH�SHDVDQWV�DQG�VXEVHTXHQWO\�WR�
UHGXFH�PXFK�RI�WKH�VRFLDO�SRZHU�RI�WKH�ODQGORUGV��SDUWLFXODUO\�
WKHLU�UHJLRQDO�EDVHV�LQ�ODQG�DQG�SDWURQDJH��7KLV�PD\��IRU�D�WLPH��
KDYH�IRUHFORVHG�RQ�WKH�OLEHUDO�RSWLRQ�LQ�6\ULD��LW�FHUWDLQO\�XQGHU��
PLQHG� WKH�VRFLDO� EDVLV� IRU�WKH�NLQG�RI�WUDGLWLRQDO�SOXUDOLVP�
FKDUDFWHULVWLF�RI�WKH�KHUHWRIRUH�PRVW�GXUDEOH�OLEHUDO�UHJLPH�LQ�WKH�
$UDE�ZRUOG��QDPHO\�/HEDQRQ�� ,I�ZH�UHFDOO�WKDW�LW�ZDV�WKH�IDLOXUH�
RI�$WDWXUN
V�VLQJOH�SDUW\�WR�PRELOL]H�WKH�SHDVDQWU\�DQG�WKH�FRQVH��
TXHQW�DELOLW\�RI�DQ�DOWHUQDWLYH�ODQGHG�HOLWH�WR�EULQJ�WKHP�LQ�ZKLFK�
SUHVHUYHG�WKH�VRFLDO� EDVH� IRU�D� FRPSHWLWLYH�SDUW\�V\VWHP�LQ�
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7XUNH\��ZH�PD\�EH�IXUWKHU�FRQYLQFHG�WKDW�WKH�%D
WK��E\�GHVWUR\��
LQJ�PXFK�ODQGORUG�SRZHU�DQG�RUJDQL]LQJ�WKH�SHDVDQWV�LQ�D�VLQJOH��
SDUW\�V\VWHP��KDV�UHGXFHG�WKH�LPPHGLDWH�FKDQFHV�IRU�OLEHUDOLVP�LQ�
6\ULD��

,V� D�PRYH�WR�WKH�DXWKRULWDULDQ�ULJKW�OLNHO\"�7KLV�FDQQRW�EH�
UXOHG�RXW�EXW�LW�ZRXOG�VHHP�WR�UHTXLUH�D�ELJ�FKDQJH�LQ�WKH�VRFLDO�
EDVH�RI�WKH�HOLWH�DQG�WKH�DPDOJDPDWLRQ�RI�WKH�SUHVHQW�SROLWLFDO�HOLWH�
ZLWK�WKH�ROGHU�ODQGHG�XSSHU�FODVVHV��WKDW�LV��D�PXFK�JUHDWHU�DELOLW\�
WR� WUDQVODWH�SRZHU� LQWR�ZHDOWK�DQG� ZHDOWK�LQWR�SRZHU�WKDQ�
SUHVHQWO\�VHHPV�WR�H[LVW��$�ODUJH�LQIORZ�RI�RLO�FDSLWDO�PLJKW�SUR��
YLGH�IDYRUDEOH�FRQGLWLRQV��\HW�LW�ZRXOG�VHHP�WR�EH�YHU\�GLIILFXOW�
DQG�FRVWO\�LQ�WHUPV�RI�VRFLDO�FRQIOLFW�WR�UHYHUVH�WKH�UHIRUPV�RI�WKH�
ODVW�GHFDGH� VR� DV� WR�RSHQ�XS�PXFK�VFRSH�IRU�WKH�ODUJH�VFDOH�
DJUDULDQ�FDSLWDOLVP�ZKLFK�PD\�SURYLGH�WKH�VRFLDO�EDVH�RI�FRQVHU��
YDWLYH�DXWKRULWDULDQLVP�LQ�WUDQVLWLRQDO�FRXQWULHV��/DUJH�VFDOH�LQ��
YHVWPHQW�DOVR�SUHVXSSRVHV�DQ�DFFHSWDEOH�VROXWLRQ�WR�WKH�SUREOHP�
RI�,VUDHO�DQG�3DOHVWLQH�D� YHU\�SUREOHPDWLFDO�SURVSHFW�LQGHHG��

+RZ�DERXW�D�PRYH�LQ�WKH�GLUHFWLRQ�RI�UDGLFDOL]DWLRQ"�)XUWKHU�
UDGLFDOL]DWLRQ�ZRXOG�DSSHDU�WR�EH�LQ�WKH�LQWHUHVW�RI�WKH�ORZHU�SRU��
WLRQ�RI�WKH�SHDVDQWU\�ODFNLQJ�ODQG��EXW�WKLV�IRUFH�LV�QRW�ZHOO�
PRELOL]HG�DQG�E\�LWVHOI�UHPDLQV�SHULSKHUDO�XQOHVV� WKH�UHJLPH
V�
PLGGOH�SHDVDQW�EDVH� VKRXOG�EHFRPH�DOLHQDWHG�DQG�OLQN�XS�ZLWK�
WKH� SRRUHU�SHDVDQWV�� +RZHYHU� WKH� SUHVHQW�LQWHJUDWLRQ�RI�D�
UHODWLYHO\�ODUJH�PLGGOH�SHDVDQW�VHFWRU�LQWR�D� VRFLDO�DQG�SROLWLFDO�
VWUXFWXUH�ZKLFK�VWLOO�VDQFWLRQV�D� UROH�IRU�SULYDWH�SURSHUW\�DQG�
FDSLWDOLVW�LQYHVWPHQW�UHODWLRQV�SUREDEO\�VLJQLILFDQWO\�XQGHUPLQHV�
WKH�FKDQFHV�IRU�D�PRUH�WKRURXJK�VRFLDOLVW�UHYROXWLRQ��$�IDLOXUH�RI�
OLEHUDOL]DWLRQ�DQG�RLO�PRQH\�LQIORZ�WR�SURYLGH�VXIILFLHQW�FDSLWDO�RU�
D�GLVLQWHJUDWLRQ�RI�WKH�UHJLPH
V�FRDOLWLRQ�RYHU�DQ�XQVDWLVIDFWRU\�
SHDFH�VHWWOHPHQW���RU�ODFN�RI�VHWWOHPHQW���FRXOG�SURYLGH�IDYRUDEOH�
FRQGLWLRQV�IRU�WKLV�RSWLRQ��+RZHYHU��ERWK�WKHRU\�DQG�WKH�HYLGHQFH�
OHDG�RQH�WR�WKLQN�WKDW�QR�JUHDW�FKDQJH�LQ�DQ\�GLUHFWLRQ�IURP�WKH�
SUHVHQW�W\SH�RI�V\VWHP�LV�OLNHO\��UHJLPH�W\SH��SROLFLHV��DQG�VRFLDO�
EDVH�LQ�6\ULD�VHHP�WR�KDYH�UHDFKHG��IRU�WKH�PRPHQW��DW�OHDVW��D�
SRLQW�RI�UDWKHU�VWDEOH�FRPSDWLELOLW\��
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