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)XUWKHU�LQIRUPDWLRQ�DERXW�WKH�(65&�&HQWUH�IRU�%XVLQHVV�5HVHDUFK�FDQ�EH�IRXQG�RQ�WKH

:RUOG�:LGH�:HE�DW�WKH�IROORZLQJ�DGGUHVV�KWWS���ZZZ�FEU�FDP�DF�XN

$EVWUDFW

7KLV� SDSHU� UHSRUWV� RQ� WKH� HIIHFWV� RQ� HPSOR\PHQW� UHODWLRQV� DQG� FRQFHSWLRQV� RI

FLWL]HQVKLS�RI� WKH�VKLIW� IURP�EXUHDXFUDWLF� WR�PDUNHW�OHG�IRUPV�RI�SXEOLF�VHUYLFH

SURYLVLRQ�LQ�%ULWDLQ��7ZR�FRQWUDVWLQJ�FDVH�VWXGLHV�DUH�UHSRUWHG ��RQH�EDVHG�RQ�WKH

SXEOLF�HGXFDWLRQ�VHUYLFH��WKH�RWKHU�RQ�WKH�XWLOLWLHV��(GXFDWLRQ��ZKLFK�UHPDLQV�ZLWKLQ

WKH� SXEOLF� VHFWRU�� KDV� EHFRPH� VXEMHFW� WR� D� KLJK� GHJUHH� RI� KLHUDUFKLFDO� FRQWURO

WKURXJK�SROLWLFDO�DQG�DGPLQLVWUDWLYH�SURFHVVHV�ZKLFK�WRJHWKHU�DPRXQW�WR�D�IRUP�RI

µLPSRVHG� FRQWUDFWXDOLVP¶�� ([FHVVLYHO\� SUHVFULSWLYH� SHUIRUPDQFH� WDUJHWV� DUH� LQ

GDQJHU�RI�EULQJLQJ�DERXW�D�ORZ�WUXVW�G\QDPLF�ZLWKLQ�HPSOR\PHQW�UHODWLRQV��ZKLFK

LQ�WXUQ�WKUHDWHQV�WKH�YLDELOLW\�RI�JRYHUQPHQW�LQLWLDWHG�UHIRUPV��%\�FRQWUDVW��LQ�WKH

SULYDWLVHG��DQG�UH�UHJXODWHG��XWLOLWLHV��FROOHFWLYH�EDUJDLQLQJ�KDV�EHHQ�UH�HPHUJLQJ

LQ�WKH�ODVW�IHZ�\HDUV�RQ�WKH�EDVLV�RI�µSDUWQHUVKLS¶�DUUDQJHPHQWV�EHWZHHQ� ODERXU�DQG

PDQDJHPHQW��+RZHYHU��WKH�UHJXODWRU\�IUDPHZRUN�FRQWLQXHV�WR�SODFH�HPSOR\HUV

XQGHU� FRQWLQXRXV� SUHVVXUH� WR� FXW� FRVWV� DQG� WR� UHGXFH� HPSOR\PHQW� OHYHOV�� 7KH

SDUWQHUVKLS�VROXWLRQ�LV�WKHUHIRUH�LQ�PDQ\�ZD\V�D�KLJKO\�SUHFDULRXV�RQH��ZKLFK�PD\

QRW�VXUYLYH�IXUWKHU�WLJKWHQLQJ�RI�UHJXODWRU\�FRQWUROV�

.H\�ZRUGV��SXEOLF�VHUYLFH�HPSOR\PHQW��FLWL]HQVKLS

-(/�FODVVLILFDWLRQV��-����.���



�

&,7,=(16+,3��38%/,&�6(59,&(��$1'�7+(�(03/2<0(17

5(/$7,216+,3

���,QWURGXFWLRQ

2QH�RI�WKH�FRQVHTXHQFHV�RI�WKH�SURFHVV�RI�SULYDWLVDWLRQ�LQ�D�QXPEHU�RI

(XURSHDQ� FRXQWULHV� KDV� EHHQ� WKH� HPHUJHQFH� RI� D� GLVWLQFWLYH� µSXEOLF

VHUYLFH�VHFWRU¶��FRQVLVWLQJ�RI�DUHDV�RI�WKH�HFRQRP\�ZKLFK�DUH�QHLWKHU

ZLWKLQ� WKH� VWDWH� VHFWRU�� DV� WKDW� KDV� EHHQ� WUDGLWLRQDOO\� FRQFHLYHG�� QRU

ZKROO\�ZLWKLQ�WKH�SULYDWH�VHFWRU��)UHHGODQG���������,Q�VRPH�DUHDV�RI�WKLV

QHZ� µWKLUG¶� VHFWRU�� WKH� VWDWH¶V� UROH� KDV� VKLIWHG� IURP� EHLQJ� WKH� GLUHFW

VXSSOLHU�RI�FHUWDLQ�HVVHQWLDO�VHUYLFHV�WR�UHJXODWLQJ�WKH�FRQGLWLRQV�XQGHU

ZKLFK�WKHVH�VHUYLFHV�DUH�VXSSOLHG�E\�SULYDWH�VHFWRU�RUJDQLVDWLRQV��7KLV

LV�WKH�PRGHO�ZKLFK�KDV�EHHQ�HVWDEOLVKHG�LQ�%ULWDLQ�IRU�WKH�XWLOLWLHV��ZDWHU�

JDV�� HOHFWULFLW\� DQG� WHOHFRPPXQLFDWLRQV�� DQG� SDUWV� RI� WUDQVSRUW� �LQ

SDUWLFXODU� WKH� UDLOZD\V��� 7KH� SXUSRVHV� RI� UHJXODWLRQ� LQFOXGH� WKH

SURPRWLRQ�RI�FRPSHWLWLRQ�EXW�DOVR�WKH�SURWHFWLRQ�RI�WKH�XQLYHUVDO�VHUYLFH

REOLJDWLRQ�DQG�WKH�SURPRWLRQ�RI�TXDOLW\��,Q�RWKHU�DUHDV��VXFK�DV�HGXFDWLRQ

DQG� KHDOWK�� WKH� SURYLVLRQ� RI� SXEOLF� VHUYLFHV� IRUPDOO\� UHPDLQV� WKH

UHVSRQVLELOLW\� RI� WKH� SXEOLF� VHFWRU�� EXW� XQGHU� FRQGLWLRQV� RI� LQWHUQDO

FRPSHWLWLRQ��RSHUDWLQJ�WKURXJK�µPDUNHW�DQDORJXHV¶�RI�YDULRXV�NLQGV�

7KH� HPHUJHQFH� RI� WKH� SXEOLF� VHUYLFH� VHFWRU� UHIOHFWV� D� VKLIW� LQ� WKH

SUHGRPLQDQW�QRWLRQ�RI�FLWL]HQVKLS��7KH�LGHD�RI�FRQVWLWXWLRQDO�FLWL]HQVKLS�

ZKLFK�FDQ�EH�WKRXJKW�RI�DV�LPSO\LQJ�WKH�HTXDO�ULJKW�RI�DOO�LQGLYLGXDOV�WR

SDUWLFLSDWH� LQ� WKH� GHPRFUDWLF� SURFHVVHV� RI� WKH� VWDWH�� D� ULJKW�ZKLFK� LV

SURWHFWHG� E\� SXEOLF�ODZ� FRQVWUDLQWV� RQ� WKH� DUELWUDU\� DQG� XQMXVWLILHG

H[HUFLVH�RI�SRZHU�E\�WKH�VWDWH��KDV�EHHQ�FKDOOHQJHG�E\� WKH�QRWLRQ�RI

µPDUNHW� FLWL]HQVKLS¶�� 7KLV� VHHV� WKH� UROH� RI� WKH� VWDWH� DV� FUHDWLQJ� WKH

FRQGLWLRQV�IRU�HIIHFWLYH�FRQVXPHU�FKRLFH�RQ�WKH�SDUW�RI�LQGLYLGXDOV��DQG

IRU�PDLQWDLQLQJ�WKH�IORZ�RI�KLJK�TXDOLW\�VHUYLFHV�WR�FRQVXPHUV��7KHVH

WZR� QRWLRQV� RI� FLWL]HQVKLS�� LQ� WXUQ�� JLYH� ULVH� WR� ULYDO� FRQFHSWLRQV� RI

ODERXU�ODZ��$V�WKH�SXEOLF�VHFWRU�JUHZ�LQ�VL]H�DQG�VLJQLILFDQFH��D�IRUP�RI

ODERXU�ODZ�GHYHORSHG�ZKLFK�VWUHVVHG�VWDELOLW\�RI�HPSOR\PHQW�DQG�DOVR

DLPHG�WR�SURWHFW�ZRUNHUV�DJDLQVW�WKH�SDUWLFXODU�SUHVVXUHV�ZKLFK�WKH�VWDWH
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FRXOG�EULQJ�WR�EHDU�LQ�LWV�FDSDFLW\�DV�HPSOR\HU��7KLV�ZDV�GRQH�WKURXJK

WKH� HQFRXUDJHPHQW� RI� QDWLRQDO�OHYHO� FROOHFWLYH� EDUJDLQLQJ� DQG� WKH

HVWDEOLVKPHQW�RI�KLJKO\�IRUPDOLVHG�GLVSXWH�UHVROXWLRQ�SURFHGXUHV��:LWK

WKH�PRUH�UHFHQW�JURZWK�RI�µSXEOLF�VHUYLFH¶�HPSOR\PHQW��WKHUH�KDV�EHHQ

D�JUHDWHU�HPSKDVLV�XSRQ�IOH[LELOLW\�RI�HPSOR\PHQW�DQG�RQ�WKH�OLQNLQJ�RI

WHUPV�DQG�FRQGLWLRQV�RI�HPSOR\PHQW�WR�WKH�DFKLHYHPHQW�RI�SHUIRUPDQFH

WDUJHWV�DV�PHDQV�RI�PHHWLQJ�FRQVXPHUV¶�ZDQWV��,Q�VRPH�FDVHV��WKLV�KDV

OHG�WR�WKH�GHFHQWUDOLVDWLRQ�RI�SURFHVVHV�IRU�VHWWLQJ�SD\�DQG�FRQGLWLRQV�

DQG�� LQ� RWKHUV�� WR� D� PRUH� UDGLFDO� µLQGLYLGXDOLVDWLRQ¶� RI� HPSOR\PHQW

UHODWLRQV�

$� QXPEHU� RI� LVVXHV� DULVH� IURP� WKHVH� GHYHORSPHQWV�� )LUVWO\�� WKH

GLVWLQFWLYH�FRPELQDWLRQ�RI�UHJXODWLRQ�DQG�FRPSHWLWLRQ�ZKLFK�DSSHDUV�WR

FKDUDFWHULVH�WKH�SXEOLF�VHUYLFH�VHFWRU�UHTXLUHV�FORVHU�H[DPLQDWLRQ��:KDW

DUH� WKH� UHJXODWRU\� PHFKDQLVPV� E\� ZKLFK� FRQWUDFW� RU� FRQWUDFW�OLNH

UHODWLRQV�DUH�FRQVWLWXWHG�DQG�PDLQWDLQHG��DQG�KRZ�GR�WKH\�GLIIHU�IURP

WKRVH� ZKLFK� RSHUDWH� XQGHU� SULYDWH�VHFWRU� FRQGLWLRQV"� 6HFRQGO\�� WKH

LPSDFW�RI� WKHVH�FKDQJHV�RQ� WKH�HPSOR\PHQW�UHODWLRQVKLS�QHHGV� WR�EH

H[SORUHG�� :KDW� KDV� EHHQ� WKH� UHVSRQVH� RI� HPSOR\HUV� WR� WKH� QHZ

UHJXODWRU\� DQG� FRPSHWLWLYH� SUHVVXUHV� XQGHU� ZKLFK� WKH\� KDYH� KDG� WR

RSHUDWH��DQG�ZKDW�DUH�WKH�ORQJHU�WHUP�FRQVHTXHQFHV�IRU�WKH�TXDOLW\�DQG

VHFXULW\�RI�HPSOR\PHQW�LQ�WKHVH�DUHDV"

,Q�WKLV�SDSHU��WKHVH�TXHVWLRQV�DUH�DGGUHVVHG�WKURXJK�WZR�FDVH�VWXGLHV�

7KH�ILUVW�LV�FRQFHUQHG�ZLWK�WKH�SXEOLF�HGXFDWLRQ�VHFWRU��WKH�VHFRQG�ZLWK

WKH� XWLOLWLHV�� 7KH\� RIIHU� FRQWUDVWLQJ� SHUVSHFWLYHV� RQ� WKH� HYROXWLRQ� RI

HPSOR\PHQW�UHODWLRQVKLSV��DQG�LOOXVWUDWH�WKH�GLYHUVH�H[SHULHQFHV�ZKLFK

PD\�EH�IRXQG�ZLWKLQ�WKH�SXEOLF�VHUYLFHV��$W�WKH�VDPH�WLPH��WKH\�DOVR

SRLQW�WR�FRPPRQ�WHQVLRQV�DQG�SUREOHPV�ZKLFK�DULVH�IURP�WKH�QRWLRQ�RI

µPDUNHW�FLWL]HQVKLS¶��LQ�SDUWLFXODU�WKH�GLIILFXOW\�LQ�UHFRQFLOLQJ�WKLV�PRGHO

ZLWK� WKH� FODLPV� ZKLFK� ZRUNHUV� WKHPVHOYHV� KDYH�� DV� FLWL]HQV�� WR� WKH

SURWHFWLRQ�RI�VRFLDO�ULJKWV�
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��� $� 1HZ� 3DUDGLJP� IRU� 3XEOLF� 6HUYLFHV� DQG� (PSOR\PHQW

5HODWLRQVKLSV"�7KH�&DVH�RI�(GXFDWLRQ

�����µ,PSRVHG�FRQWUDFWXDOLVP¶�DV�D�WHFKQLTXH�RI�UHJXODWLRQ�LQ�WKH

SXEOLF�VHFWRU

,Q�WKH�ILUVW�SDUW�RI�WKLV�SDSHU��ZH�WDNH�WKH�SXEOLF�SURYLVLRQ�RI�HGXFDWLRQ�

DQG�SDUWLFXODUO\�SULPDU\�DQG�VHFRQGDU\�HGXFDWLRQ��DV�RXU�H[DPSOH�RU�WKH

REMHFW�RI�RXU�IRFXV��EHFDXVH�RI�LWV�SURPLQHQFH�LQ�WKH�FXUUHQW�SROLWLFV�RI

SXEOLF� VHUYLFH� SURYLVLRQ�� DQG� EHFDXVH� LW� VHHPV� WR� EH� WKH� ORFDWLRQ� LQ

ZKLFK�WKH�1HZ�/DERXU�JRYHUQPHQW�LV�VHHNLQJ�WR�GHYHORS�DQG�LPSOHPHQW

LWV�FHQWUDO�SDUDGLJP�IRU�WKH�PDQDJHPHQW�RI�WKH�SXEOLF�VHUYLFH�DQG�RI�WKH

HPSOR\PHQW�UHODWLRQVKLSV�E\�PHDQV�RI�ZKLFK�WKDW�SURYLVLRQ�WDNHV�SODFH�

,W�LV��RI�FRXUVH��RQH�RI�WKH�FHQWUDO�SUHRFFXSDWLRQV�RI�PRGHUQ�JRYHUQPHQWV

WR�HQVXUH�WKDW�KLJK�TXDOLW\�SXEOLF�VHUYLFHV�DUH�SURYLGHG�HFRQRPLFDOO\�

WKDW�LV�WR�VD\�DW�WKH�OHDVW�UHDVRQDEO\�DFKLHYDEOH�FRVW��WR�WKH�FRPPXQLWLHV

ZKLFK�WKH\�JRYHUQ��7KH�SUHVVXUHV�WR�SHUIRUP�ZHOO�LQ�WKLV�UHVSHFW�VHHP

WR� KDYH� LQWHQVLILHG� LQ� WKH� ODVW� WZHQW\� \HDUV�� WR� WKH� SRLQW� ZKHUH� WKH

DFKLHYHPHQW�DQG�UHWHQWLRQ�RI�SROLWLFDO�SRZHU�DUH�UHJDUGHG�DV�FUXFLDOO\

GHSHQGHQW�XSRQ�VXFFHVV�LQ�WKLV�VSKHUH��6XFK�FODLPV�DQG�FRXQWHU�FODLPV

RQ�WKH�SDUW�RI�WKH�ULYDO�SROLWLFDO�SDUWLHV�DQG�WKHLU�OHDGHUV�ORRPHG�YHU\

ODUJH� LQGHHG� LQ� WKH�%ULWLVK�JHQHUDO� HOHFWLRQ�RI������� DQG� WKH� SUHVHQW

JRYHUQPHQW� FOHDUO\� UHJDUGV� LWV� DELOLW\� WR� PDNH� JRRG� LWV� FODLPV� RU

SURPLVHV� DV� FUXFLDO� WR� LWV� SURVSHFWV� IRU� UH�HOHFWLRQ� LQ� GXH� FRXUVH� �� D

PDWWHU�ZKLFK�LW�UHJDUGV�DV�RI�TXLWH�SDUDPRXQW�LPSRUWDQFH�

7KHUH�LV�QRWKLQJ�QHZ�LQ�WKH�VXJJHVWLRQ�WKDW�� LQ�RUGHU� WR�UHDOLVH� WKRVH

JRDOV��VXFFHVVLYH�JRYHUQPHQWV�KDYH�EHHQ�PDNLQJ�UDGLFDO�FKDQJHV�LQ�WKH

ZD\V�LQ�ZKLFK�SXEOLF�VHUYLFH�SURYLVLRQ�LV�PDQDJHG�DQG�LQ�ZKLFK�SXEOLF

VHUYLFH� HPSOR\PHQW� UHODWLRQVKLSV� DUH� FRQGXFWHG�� $� ORQJ� VHULHV� RI

LQLWLDWLYHV�KDV�HQVXHG�VLQFH�WKH�ILUVW�SXEOLF�XWLOLW\�SULYDWLVDWLRQV�RI�WKH

HDUO\�����V��RI�ZKLFK�SHUKDSV�WKH�KLJK�SRLQWV�KDYH�EHHQ�WKH�1H[W�6WHSV

SURJUDPPH� IRU� WKH� FUHDWLRQ� RI� H[HFXWLYH� DJHQFLHV� IURP� JRYHUQPHQW

GHSDUWPHQWV�� WKH� LQWURGXFWLRQ� RI� µORFDO�PDQDJHPHQW¶� RI� VFKRROV�� WKH
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FUHDWLRQ�RI�WKH�µLQWHUQDO�PDUNHW¶�ZLWKLQ�WKH�1DWLRQDO�+HDOWK�6HUYLFH��WKH

&LWL]HQ¶V�&KDUWHU�SURJUDPPH�IRU�HQKDQFLQJ�WKH�ULJKWV�DQG�H[SHFWDWLRQV

RI�XVHUV�RI�SXEOLF�VHUYLFHV��DQG�WKH�3ULYDWH�)LQDQFH�,QLWLDWLYH�IRU�EULQJLQJ

DERXW� JUHDWHU� SULYDWH� VHFWRU� FDSLWDO� LQYHVWPHQW� LQ� SXEOLF� VHUYLFH

SURYLVLRQ�

$�ZLGHO\�KHOG�DQG�DFFHSWHG�XQGHUVWDQGLQJ�RI�WKHVH�VXFFHVVLYH�FKDQJHV

ZRXOG�EH�WKDW�WKH\�DPRXQW�WR�D�JHQHUDO�PDUNHWLVDWLRQ�RI�SXEOLF�VHUYLFH

SURYLVLRQ�� DQG� WKDW� WKH\� WHQG� WRZDUGV� D� GH�FROOHFWLYLVDWLRQ� RI� SXEOLF

VHUYLFH�HPSOR\PHQW�UHODWLRQVKLSV��$FFRUGLQJ�WR�WKDW�LQWHUSUHWDWLRQ��WKH

UHODWLRQV� EHWZHHQ� SXEOLF� VHUYLFH� SURYLGHUV� DQG� WKHLU� XVHUV� DUH� EHLQJ

FRQVWLWXWHG��RU�UHFRQVWLWXWHG��DV�PDUNHW�UHODWLRQV�ZKLFK�LW�LV�WKH�WDVN�RI

JRYHUQPHQW� WR� PDLQWDLQ� DQG� VXSHUYLVH�� 2Q� WKDW� VDPH� LQWHUSUHWDWLRQ�

SXEOLF�VHUYLFH�HPSOR\PHQW�UHODWLRQVKLSV�DUH�EHLQJ�ZLWKGUDZQ�IURP�WKH

JRYHUQDQFH�RI�FROOHFWLYH�EDUJDLQLQJ��HVSHFLDOO\�IURP�WKDW�RI�QDWLRQ�ZLGH

RU�LQGXVWU\�ZLGH�FROOHFWLYH�EDUJDLQLQJ��DQG�LQ�WKDW�VHQVH��WKHUHIRUH��DUH

EHLQJ�LQGLYLGXDOLVHG��,W�VHHPV�JHQHUDOO\�WR�EH�WKRXJKW�WKDW�WKH�SUHVHQW

JRYHUQPHQW�� ZKLOH� ZLVKLQJ� WR� DYRLG� WKH� PRUH� IDU�IHWFKHG� DQG

LGHRORJLFDOO\� GULYHQ� H[WUHPHV� RI� WKHVH� DSSURDFKHV�� LV� QHYHUWKHOHVV

FRQWLQXLQJ�WR�PRYH�LQ�WKH�VDPH�JHQHUDO�GLUHFWLRQ��LWV�µ7KLUG�:D\¶�VWLOO

KDV�D�VLJQLILFDQWO\�DQWL�VWDWLVW�DQG�DQWL�FRUSRUDWLVW�RULHQWDWLRQ�VR�IDU�DV

WKH�PDQDJHPHQW�RI�WKH�SXEOLF�VHUYLFH�VHFWRU�LV�FRQFHUQHG�

7KHUH� DUH�� KRZHYHU�� UHDVRQV� IRU� VWDUWLQJ� WR� WKLQN� WKDW� WKH� SUHVHQW

JRYHUQPHQW� KDV� VRPHZKDW� GLIIHUHQW� WDFWLFV�� SHUKDSV� RQH�PLJKW� HYHQ

WKLQN�UDWKHU�GLIIHUHQW�VWUDWHJLHV��IURP�WKRVH�RI�LWV�SUHGHFHVVRUV��IRU�WKH

PDQDJHPHQW� RI� SXEOLF� VHUYLFH� SURYLVLRQ�� 7KH\� FRQWLQXH� WR� ORRN� IRU

RSSRUWXQLWLHV�IRU�SULYDWLVDWLRQ��HYHQ�WDNLQJ�WKLV�LQWR�VSKHUHV�RI�DFWLYLW\

ZKHUH�WKHUH�XVHG�WR�EH�VWURQJ�WDERRV�DJDLQVW�SULYDWLVDWLRQ��VXFK�DV�WKDW

RI� DLU� WUDIILF� FRQWURO�� 7KH\� DUH� DW� OHDVW� DV� HQWKXVLDVWLF� DV� WKHLU

SUHGHFHVVRUV�DERXW�FRQWUDFWLQJ�RXW�SXEOLF�VHUYLFHV�WR�WKH�SULYDWH�VHFWRU

��KHQFH�WKH�H[SDQVLRQ�RI�WKH�3),��DQG�LWV�UHSOLFDWLRQ�DW�ORFDO�JRYHUQPHQW

OHYHO�LQ�WKH�IRUP�RI�WKH�333��3XEOLF�3ULYDWH�3DUWQHUVKLSV��VFKHPH��%XW

��DQG�WKLV�LV�DQ�LPSRUWDQW�TXDOLILFDWLRQ���WKH\�KDYH�UHDOLVHG�WKDW�ZKHUH

SULYDWLVDWLRQ�DQG�FRQWUDFWLQJ�RXW�DUH�QRW�DYDLODEOH�RSWLRQV��WKH�FUHDWLRQ
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RI�PDUNHW� DQDORJXHV�GULYHQ�E\�FRQVXPHU�FKRLFH� LV�XQOLNHO\� WR�EH�DQ

HIIHFWLYH�ZD\�RI�UHDOLVLQJ�WKH�DPELWLRQ�RI�VHFXULQJ�KLJK�TXDOLW\�VHUYLFHV

DW� ORZ� FRVW�� RU� RI� SRVLWLYHO\� WUDQVIRUPLQJ� HPSOR\PHQW� UHODWLRQVKLSV

ZLWKLQ�WKH�SXEOLF�VHUYLFHV�LQ�TXHVWLRQ�

7KH\�DSSUHFLDWHG�WKDW�SDUHQWV�GLVVDWLVILHG�ZLWK�WKH�HGXFDWLRQ�RIIHUHG�WR

WKHLU�FKLOGUHQ�E\�WKH�ORFDO�VFKRRO��RU�SDWLHQWV�GLVVDWLVILHG�ZLWK�WKH�KHDOWK

FDUH� RIIHUHG� E\� WKHLU� ORFDO� JHQHUDO� SUDFWLWLRQHUV� DQG� KRVSLWDOV�� ZHUH

XQOLNHO\� WR� EH� SODFDWHG� E\� UHPLQGHUV� RI� WKHLU� ULJKWV� WR� WUDQVIHU� WKHLU

µFXVWRP¶� HOVHZHKHUH�� DQG� WKDW� WKLV� ZDV� QRW� D� VWURQJ�PHFKDQLVP� IRU

VHFXULQJ�LPSURYHPHQW�WR�WKH�VHUYLFH�SURYLVLRQ�LQ�TXHVWLRQ��7KH\�DOVR

DSSUHFLDWHG�WKDW�WKDW�WKH�UH�FRQVWLWXWLQJ�RI�SXEOLF�VHUYLFH�SURYLGHUV�DV

GLVWLQFW�IUHH�VWDQGLQJ�HQWHUSULVHV�ZRXOG�QRW�LQ�DQG�RI�LWVHOI�EULQJ�DERXW

WKH� VRUW� RI� IOH[LELOLVDWLRQ� RI� HPSOR\PHQW� UHODWLRQVKLSV� ZKLFK� WKH\

UHJDUGHG�DV�LPSRUWDQW�

7KH�UHVSRQVH�WR�WKHVH�GLIILFXOWLHV�KDV�FRQVLVWHG�LQ�WKH�LQFUHDVLQJ�XVH�RI

D� NLQG� RI� UHJXODWLRQ� ZKLFK� ZH� PLJKW� LGHQWLI\� DV� µLPSRVHG

FRQWUDFWXDOLVP¶��7KLV�NLQG�RI�UHJXODWLRQ�LV�DQ�HPHUJLQJ�YDULDWLRQ�RQ�WKH

WKHPH�RI�µJRYHUQPHQW�E\�FRQWUDFW¶��,W�LV�EHLQJ�XVHG�DW�VHYHUDO�OHYHOV�

ZLWKLQ�JRYHUQPHQW��EHWZHHQ�JRYHUQPHQW�GHSDUWPHQWV�DQG�SXEOLF�VHUYLFH

SURYLGHUV��EHWZHHQ�SXEOLF�VHUYLFH�SURYLGHUV�DQG�SXEOLF�VHUYLFH�ZRUNHUV�

DQG�EHWZHHQ�DOO�RI�WKHP�DQG�WKH�XVHUV�RI�SXEOLF�VHUYLFHV��7KH�GHYHORSLQJ

DSSURDFK� WR� WKH� UHJXODWLRQ� RI� WKH� SULPDU\� DQG� VHFRQGDU\� HGXFDWLRQ

V\VWHP�SURYLGHV�RQH�RI�WKH�EHVW�LOOXVWUDWLRQV�RI�LPSRVHG�FRQWUDFWXDOLVP�

DQG�ZH� VKDOO� XVH� WKDW� LOOXVWUDWLRQ� WR� H[DPLQH� WKH� QRWLRQ� RI� LPSRVHG

FRQWUDFWXDOLVP�DQG�WR�DVVHVV�LWV�VLJQLILFDQFH�

,W� ZLOO� VWUDLJKW� DZD\� EH� DSSDUHQW� WKDW� WKH� QRWLRQ� RI� µLPSRVHG

FRQWUDFWXDOLVP¶� LV�� RQ� WKH� IDFH� RI� LW�� D� FRQWUDGLFWLRQ� LQ� WHUPV�

&RQWUDFWXDOLVP�VKRXOG�UHIHU�WR�WKH�SURPRWLRQ�RI�YROXQWDU\�H[FKDQJLQJ

RI�REOLJDWLRQV��DQG�VR�FDQQRW�PHDQLQJIXOO\�FRQVLVW�RI�WKH�LPSRVLWLRQ�RI

UHJXODWLRQ��7KHUH�LV��LQGHHG��D�WHPSWDWLRQ�IRU�WKRVH�LQ�SRZHU�WR�GUHVV�WKH

UHJXODWLRQ�ZKLFK�WKH\�LPSRVH��LQ�WKH�FORWKLQJ�RI�DJUHHPHQW�RU�FRQWUDFW�

3RSXOLVW� JRYHUQPHQWV� RI� YDULRXV� VKDGHV� RIWHQ� FODLP� WR� KDYH� PDGH
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DJUHHPHQWV�ZLWK�WKH�SHRSOH��WKDW�LV�WR�VD\�WKHLU�VXEMHFWV�RU�FLWL]HQU\��DW

ODUJH��7KH�GR\HQ�RI�PRGHUQ�/DERXU�/DZ��2WWR�.DKQ�)UHXQG��WLUHOHVVO\

UHPLQGHG�KLV� DXGLHQFH�RI� WKH�SURSHQVLW\�RI� OHJLVODWRUV� WR�SUHVHQW� WKH

QRUPV�ZKLFK�WKH\�LPSRVHG�RQ�HPSOR\HUV�DQG�HPSOR\HHV�DV�DJUHHPHQWV

RU�DV�WHUPV�RI�FRQWUDFWV�PDGH�EHWZHHQ�WKHP��DQG�WKDW�WKLV�FRXOG�DPRXQW

WR�D�GDQJHURXV�IRUP�RI�K\SRFULV\��7KRVH�HQJDJHG�LQ�WKH�H[SRVLWLRQ�RI

3XEOLF�/DZ�QHHG�WR�EH�HTXDOO\�DOHUW�WR�WKH�GDQJHUV�RI�H[WUHPH�IRUPV�RI

LPSRVHG�FRQWUDFWXDOLVP�

+RZHYHU�� WKH�1HZ�/DERXU� JRYHUQPHQW� LV� VHULRXVO\� GHGLFDWHG� WR� WKH

DYRLGDQFH� RI� LGHRORJLFDO� H[WUHPHV�� DQG� WKH� IRUP� RI� LPSRVHG

FRQWUDFWXDOLVP�ZKLFK�VHHPV�WR�EH�HPHUJLQJ�IURP�LWV�UHJXODWRU\�SUDFWLFH

VKRXOG�QRW�EH�VHHQ�DV�IXQGDPHQWDOO\�IODZHG�E\�WKDW�GHIHFW��)RU�LW�FRQVLVWV

HVVHQWLDOO\� RI� D� NLQG� RI� UHJXODWLRQ� E\�ZKLFK� QRUPV� RU� VWDQGDUGV� DUH

LQLWLDOO\� LPSRVHG� EXW� WKHQ� LPSOHPHQWHG� DQG� NHSW� XQGHU� UHYLVLRQ� E\

PHDQV�RI�DQ�HVVHQWLDOO\�FRQWUDFWXDO�SURFHVV��7KDW�SURFHVV�PD\�EH�VXEMHFW

WR�VHULRXV�LQHTXDOLWLHV�RI�EDUJDLQLQJ�SRZHU�EHWZHHQ�WKH�SDUWLHV�WR�LW��EXW

WKRVH�PD\�QRW�EH�VXFK�DV�WR�GHQ\�WKH�SURFHVV�D�JHQXLQHO\�FRQWUDFWXDO

FKDUDFWHU�� 7KLV� LV�� HVVHQWLDOO\�� WKH� FRQWUDFWXDOLVP� RI� FRQWLQXLQJ

UHODWLRQVKLSV��ZKHWKHU�EHWZHHQ�KXPDQ�SHUVRQV�RU�RUJDQLVDWLRQV��ZKLFK�

ZH�LQFUHDVLQJO\�UHFRJQLVH��LV�VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�EDUJDLQV

LQVWDQWO\�VWUXFN�DQG�LQVWDQWO\�H[HFXWHG�LQ�VSRW�PDUNHWV�

,W�LV�D�PDUNHG�IHDWXUH�RI�LPSRVHG�FRQWUDFWXDOLVP�WKDW�LW�SHUPLWV�D�KLJK

GHJUHH�RI�VSHFLILF�UHJXODWLRQ�RI�WKH�DFWLYLW\�WR�ZKLFK�LW�UHODWHV��DV�D�PRGH

RI�JRYHUQDQFH��LW�LV�FRQGXFLYH�WR�DQ�LQWHQVLW\�RI�UHJXODWLRQ�ZKLFK�ZRXOG

EH�DWWDFNHG�DV�RYHUO\�EXUHDXFUDWLF�LI�LW�DSSHDUHG�LQ�WKH�IRUP�RI�WKH�GLUHFW

H[HUFLVH�RI�XQLODWHUDO�SRZHU��7KHUH�LV�JRRG�UHDVRQ�WR�WKLQN�WKDW�YDULRXV

GHYHORSPHQWV�LQ�WKH�PDFKLQHU\�RI�JRYHUQDQFH�RI�SXEOLF�HGXFDWLRQ�LQ�WKH

SULPDU\�DQG�VHFRQGDU\�VHFWRUV�VLQFH�WKH�SUHVHQW�JRYHUQPHQW�DVVXPHG

SRZHU�LQ������GR�WHQG�WRZDUGV�WRZDUGV�D�KLJK�LQWHQVLW\�RI�UHJXODWLRQ�LQ

WKH�IRUP�RI�LPSRVHG�FRQWUDFWXDOLVP��7KLV�VHHPV�WR�EH�KDSSHQLQJ�DW�D

QXPEHU�RI�OHYHOV��RU�LQ�D�QXPEHU�RI�FRQWH[WV��ILUVWO\��LQ�UHODWLRQV�EHWZHHQ

WKH� LQQHU�FRUH�RI�JRYHUQPHQW� �DV� UHSUHVHQWHG�E\� WKH�7UHDVXU\�DQG� WR

VRPH�H[WHQW�WKH�&DELQHW�2IILFH���WKH�UHOHYDQW�GHSDUWPHQW�RI�JRYHUQPHQW
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�WKH� 'HSDUWPHQW� IRU� (GXFDWLRQ� DQG� (PSOR\PHQW�� DQG� WKH� UHOHYDQW

UHJXODWRU\�DXWKRULW\��WKH�2IILFH�IRU�6WDQGDUGV�LQ�(GXFDWLRQ��2)67('��

VHFRQGO\��LQ�UHODWLRQV�EHWZHHQ�WKH�GHSDUWPHQW��WKH�UHJXODWRU\�DXWKRULW\

DQG�WKH�VFKRROV�WKHPVHOYHV��DQG�WKLUGO\�LQ�WKH�HPSOR\PHQW�UHODWLRQVKLSV

EHWZHHQ� WHDFKHUV�� KHDGWHDFKHUV�� DQG� WKH� KLHUDUFK\� RI� DXWKRULWLHV� E\

ZKRP� WKH\�DUH� HPSOR\HG��:H� VKDOO� FRQVLGHU� WKH�JURZWK�RI� LPSRVHG

FRQWUDFWXDOLVP�DW�WKRVH�GLIIHUHQW�OHYHOV�

�����,PSRVHG�FRQWUDFWXDOLVP�EHWZHHQ�WKH�FRUH�RI�JRYHUQPHQW��WKH

'I((��DQG�2)67('

,W�LV�DW�WKLV�OHYHO�WKDW�ZH�ILQG�ZKDW�LV�SUREDEO\�WKH�PRVW�REYLRXV��WKRXJK

SRVVLEO\� QRW� WKH� PRVW� LQWHUHVWLQJ�� PDQLIHVWDWLRQ� RI� LPSRVHG

FRQWUDFWXDOLVP��2QH�RI�WKH�DXWKRUV�RI�WKLV�SDSHU�PDLQWDLQHG�WKDW�WKH�JUHDW

WUDQVIRUPDWLRQ�LQ�WKH�PDFKLQHU\�RI�JRYHUQPHQW�ZKLFK�ZDV�ZURXJKW�LQ

WKH�ODWHU�����V�DQG�WKH�HDUO\�����V�E\�WKH�1H[W�6WHSV�SURJUDPPH�VKRXOG

EH�XQGHUVWRRG�DV�D�IRUP�RI�µJRYHUQPHQW�E\�FRQWUDFW¶��)UHHGODQG��������

7KDW� LV� WR� VD\�� WKH� FRQVWLWXWLQJ� RI� WKH� VHUYLFH�SURYLGLQJ� SDUWV� RI

JRYHUQPHQW� GHSDUWPHQWV� DV� GLVWLQFW� H[HFXWLYH� DJHQFLHV� FUHDWHG� D

FRQWUDFW�OLNH� UHODWLRQVKLS� EHWZHHQ� WKRVH� DJHQFLHV� DQG� WKHLU� SDUHQW

GHSDUWPHQWV��1RZ��E\�PHDQV�RI�DQ�LQQRYDWLRQ�ZKLFK�LW�KDV�VW\OHG�DV

µ3XEOLF� 6HUYLFH� $JUHHPHQWV¶�� WKH� JRYHUQPHQW� KDV� UHSOLFDWHG� WKDW

FRQWUDFW�OLNH�VHW�RI�DUUDQJHPHQWV�DV�EHWZHHQ�WKH�FRUH�RI�JRYHUQPHQW��LQ

WKLV�FRQWH[W�UHSUHVHQWHG�E\�WKH�7UHDVXU\�UDWKHU�WKDQ�WKH�&DELQHW�2IILFH�

DQG�WKH�GHSDUWPHQWV�RI�JRYHUQPHQW�DQG�UHJXODWRU\�DXWKRULWLHV��7KLV�RQ

WKH�IDFH�RI�LW�VWDUWOLQJ��DQG�QRW�XQFRQWURYHUVLDO�DVVHUWLRQ�UHTXLUHV�VRPH

VXEVWDQWLDWLRQ�

,W�LV�TXLWH�HYLGHQW�WKDW�WKH�SUHVHQW�JRYHUQPHQW�KDV�D�GXDO�FRUH�VWUXFWXUH

LQ�ZKLFK�DXWKRULW\�LV�VKDUHG��RU�UDWKHU�GLYLGHG��EHWZHHQ�WKH�7UHDVXU\�DQG

WKH� &DELQHW� 2IILFH�� %RWK� LQVWLWXWLRQDO� SDUWV� RI� WKDW� FRUH� KDYH� EHHQ

FRQFHUQLQJ�WKHPVHOYHV�ZLWK�WKH�UHJXODWLRQ�RI�WKH�ZD\�LQ�ZKLFK�SXEOLF

VHUYLFHV�DUH�SURYLGHG��HDFK�KDV�SURGXFHG�LWV�:KLWH�3DSHU�VHWWLQJ�RXW�WKH

EDVLV� IRU� LWV� RZQ� UHJXODWRU\� UROH�� 7KH� &DELQHW� 2IILFH�:KLWH� 3DSHU�

0RGHUQLVLQJ� *RYHUQPHQW��� KDV� D� FRQVLGHUDEOH� EHDULQJ� XSRQ� WKH
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GHYHORSPHQW�RI�SXEOLF�VHUYLFH�HPSOR\PHQW�UHODWLRQVKLSV��DQG�WKH�UROH�RI

SHUIRUPDQFH�UHODWHG�SD\� LQ� WKH�PDQDJHPHQW�RI� WKRVH� UHODWLRQVKLSV�� D

PDWWHU�WR�ZKLFK�ZH�UHWXUQ�LQ�D�ODWHU�VHFWLRQ��7KH�7UHDVXU\�:KLWH�3DSHU�

3XEOLF�6HUYLFHV�IRU�WKH�)XWXUH��0RGHUQLVDWLRQ��5HIRUP��$FFRXQWDELOLW\�

FRQFHQWUDWHV�RQ� WKH� DUUDQJHPHQWV� DW� WKH�KHDUW� RI�JRYHUQPHQW� IRU� WKH

SURYLVLRQ�RI�SXEOLF�VHUYLFHV��DQG�LQWURGXFHV�WKH�QHZ�QRWLRQ�RI�3XEOLF

6HUYLFH�$JUHHPHQWV��36$V��WR�HQFDSVXODWH�WKRVH�DUUDQJHPHQWV�

3XEOLF� 6HUYLFH� $JUHHPHQWV� DUH�� DV� ZH� KDYH� LQGLFDWHG�� WKH� YHU\

HPERGLPHQW�RI�LPSRVHG�FRQWUDFWXDOLVP��7KH\�IRUP�SDUW�RI�D�ODUJHU�VHW

RI�QHZ�DUUDQJHPHQWV��NQRZQ�DV�WKH�&RPSUHKHQVLYH�6SHQGLQJ�5HYLHZ�

ZKHUHE\�JRYHUQPHQW�VSHQGLQJ�FRPPLWPHQWV�WR�SXEOLF�VHUYLFHV�DUH�WR�EH

IRU�D�ORQJHU�WLPH�VSDQ���IRU�WKUHH�\HDUV�LQVWHDG�RI�RQ�DQ�DQQXDO�EDVLV���EXW

PRUH�FORVHO\�OLQNHG�WKDQ�SUHYLRXVO\�WR�VSHFLILHG�RXWFRPHV��7KLV�UHTXLUHV

D�SURFHVV�RI�WDUJHW�VHWWLQJ��DQG�LW�LV�WKH�UHVXOWLQJ�VHWV�RI�WDUJHWV�IRU�HDFK

JRYHUQPHQW�GHSDUWPHQW��DJHQF\�DQG�UHJXODWRU�ZKLFK�IRUP�WKH�ERG\�RI

36$V��RI�ZKLFK�WKRVH�WKHQ�DYDLODEOH�ZHUH�SXEOLVKHG�LQ�WKDW�ILUVW�36$

:KLWH� 3DSHU�� ZKLFK�ZDV� IROORZHG� E\� D� VXSSOHPHQWDU\�:KLWH� 3DSHU

FRQWDLQLQJ�D�VHFRQG�URXQG�RI�36$V�LQ�0DUFK��������7KH�VHWV�RI�WDUJHWV

DUH�WKXV�VW\OHG�µDJUHHPHQWV¶��EXW�LW�LV�QRW�FOHDU�EHWZHHQ�ZKRP�RU�E\�ZKDW

SURFHVV�WKH�DJUHHPHQWV�LQ�TXHVWLRQ�DUH�UHDFKHG��7KH�PDLQ�36$�:KLWH

3DSHU�GHFODUHG�WKDW�µ>Z@KLOVW�36$V�DUH�VHW�IRU�HDFK�GHSDUWPHQW��WKH\�DUH

DJUHHG�E\�WKH�*RYHUQPHQW�DV�D�ZKROH¶��� ,Q� WKH�VXSSOHPHQWDU\�:KLWH

3DSHU��WKH�&KLHI�6HFUHWDU\�WR�WKH�7UHDVXU\�VD\V�LQ�KLV�IRUHZRUG�WKDW�

µ7KH�36$V�VHW�FOHDU�WDUJHWV�ZKLFK�SXEOLF�VHUYLFHV�ZLOO�GHOLYHU�LQ

H[FKDQJH�IRU�WKH�H[WUD�LQYHVWPHQW�WKH\�DUH�UHFHLYLQJ��7KH\�DUH�D

FRQWUDFW�ZLWK�WKH�SHRSOH��$�SURPLVH�RI�LPSURYHPHQWV�LQ�ERWK�WKH

TXDOLW\�DQG�WKH�HIILFLHQF\�RI�WKH�VHUYLFHV�WKH�SXEOLF�SD\�IRU�DQG

XVH�¶�

:KLOVW�LW�ZRXOG�EH�XVHIXO�WR�GLVFXVV�WKH�QDWXUH�DQG�VWUHQJWK�RI�WKH�FODLP

ZKLFK� WKHVH� DUUDQJHPHQWV� KDYH� WR� EH� UHJDUGHG� DV� FRQVHQVXDO� RU

FRQWUDFWXDO� LQ� FKDUDFWHU�� IRU� RXU� SUHVHQW� SXUSRVHV� LW� LV� SHUKDSV�PRUH

LPSRUWDQW�WR�GUDZ�DWWHQWLRQ�WR�WKH�YHU\�KLJK�VSHFLILFLW\�RI�WKH�UHJXODWLRQ
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ZKLFK�WKH\�HPERG\��7KH�3XEOLF�6HUYLFH�$JUHHPHQWV�FRQVWLWXWH�WKH�EDVLV

IRU�D�SURFHVV�RI�DQQXDO�UHSRUWLQJ�E\�WKH�*RYHUQPHQW�WR�3DUOLDPHQW�DERXW

WKH�SURYLVLRQ�RI�SXEOLF�VHUYLFHV��LQ�ZKLFK�WKH�UHSRUWV�DUH�WR�EH�NQRZQ�DV

2XWSXW�DQG�3HUIRUPDQFH�$QDO\VHV��$�GRFXPHQW�LVVXHG�E\�WKH�7UHDVXU\

LGHQWLILHV� WKLV� SURFHVV� DV� WKH� *RYHUQPHQW¶V� µPHDVXUH� RI� VXFFHVV� LQ

GHOLYHULQJ� LWV�REMHFWLYHV� IRU�EHWWHU�DQG�PRUH�HIILFLHQW� VHUYLFHV¶���7KH

UHSRUWV�ZLOO�PHDVXUH�WKH�SHUIRUPDQFH�RI�HDFK�JRYHUQPHQW�GHSDUWPHQW

DJDLQVW�D�FRPSOH[�VHW�RI�VWDQGDUGV��7KH�VHW�RI�VWDQGDUGV�ZLOO�EH�PDGH�XS

RI�WKH�IROORZLQJ�WKUHH�IRUPXODWLRQV������WKH�GHSDUWPHQW¶V�REMHFWLYHV�����

WKH� WDUJHWV� IRU� HDFK� REMHFWLYH�� DQG� ���� WKH� LQGLFDWRUV� IRU� PHDVXULQJ

µSURJUHVV� DQG� RXWWXUQ¶� DJDLQVW� WKH� REMHFWLYHV� DQG� WDUJHWV�� ,W� LV� YHU\

LPSRUWDQW� WR�UHDOLVH� WKDW� WKH�PDNLQJ�RI� WKRVH�IRUPXODWLRQV� LV�D�PDMRU

QRUP�PDNLQJ�IXQFWLRQ��,W�LV�WKLV�QRUP�PDNLQJ�ZKLFK�LV�WDNLQJ�SODFH�LQ

WKH�IRUP�RI�3XEOLF�6HUYLFH�$JUHHPHQWV��7KH�IRUPXODWLRQ�RI�REMHFWLYHV�

WDUJHWV�DQG�LQGLFDWRUV�FUHDWHV�D�NLQG�RI�FDVFDGH�RI�QRUPV��WKH�FXPXODWLYH

UHVXOW�RI�ZKLFK�LV�D�YHU\�KLJKO\�VSHFLILF�FRQWUDFW�OLNH�GHILQLWLRQ�RI�WKH

IXQFWLRQV�DQG�REOLJDWLRQV�RI�SXEOLF�VHUYLFH�SURYLGHUV��7KLV�LV�D�UHJXODWRU\

SURFHVV�LQ�ZKLFK�WKH�7UHDVXU\�XQGRXEWHGO\�KDV�D�YHU\�VLJQLILFDQW�UROH�

7KXV��WDNLQJ�SULPDU\�DQG�VHFRQGDU\�HGXFDWLRQ�DV�RXU�H[DPSOH��ZH�ILQG

WKDW�WKH�JHQHUDO�REMHFWLYH�RI�µHQVXULQJ�WKDW�DOO�\RXQJ�SHRSOH�UHDFK���

ZLWK� WKH� VNLOOV�� DWWLWXGHV� DQG�SHUVRQDO�TXDOLWLHV� WKDW�ZLOO� JLYH� WKHP�D

VHFXUH�IRXQGDWLRQ�IRU�OLIHORQJ�OHDUQLQJ��ZRUN�DQG�FLWL]HQVKLS�LQ�D�UDSLGO\

FKDQJLQJ�ZRUOG¶� LV� IXUWKHU�VSHFLILHG�E\�D�FRPELQDWLRQ�RI� WDUJHWV�DQG

LQGLFDWRUV��VR�WKDW�LW�EHFRPHV�D�VHULHV�RI�UHTXLUHPHQWV�VXFK�DV�PLQLPLVLQJ

WKH�SURSRUWLRQ�RI�FKLOGUHQ�SHUPDQHQWO\�H[FOXGHG�IURP�VFKRRO��7KHUH�LV

QR�GRXEW�D�OHJLWLPDWH�HGXFDWLRQDO�GHEDWH�DERXW�KRZ�PXFK�SULRULW\�VKRXOG

EH�JLYHQ�WR�PLQLPLVLQJ�VXFK�H[FOXVLRQV��DQG�RQH�PLJKW�WDNH�WKH�YLHZ�WKDW

LW� ZDV� HQWLUHO\� DSSURSULDWH� IRU� WKH� JRYHUQPHQW� WR� IRUPXODWH� DQG

LPSOHPHQW�D�SROLF\�ZKLFK�DFFRUGHG�D�KLJK�SULRULW\�WR�GRLQJ�VR��(YHQ�LI

RQH� DSSODXGV� WKLV� SLHFH� RI� JRYHUQPHQWDO� DFWLRQ�� LW� LV� QHYHUWKHOHVV

LPSRUWDQW�WR�VDWLVI\�RQHVHOI�WKDW�WKH�SURFHVV�RI�µLPSRVHG�FRQWUDFWXDOLVP¶

E\�ZKLFK� WKLV� DFWLRQ� LV� WDNHQ�� LV� D� WUDQVSDUHQW� DQG� DFFRXQWDEOH� RQH�

:LWKLQ�WKH�VSKHUH�RI�HGXFDWLRQ��ZH�VKRXOG�DVN�VLPLODU�TXHVWLRQV�DERXW

WKH�ZD\�LQ�ZKLFK�WKLV�SURFHVV�RI�IRUPXODWLRQ�RI�REMHFWLYHV��WDUJHWV�DQG



��

SHUIRUPDQFH�LQGLFDWRUV�IRU�2)67('�FRQVWUDLQV�WKH�LQGHSHQGHQFH�DQG

REMHFWLYLW\�ZLWK�ZKLFK�WKDW�2IILFH�FDUULHV�RXW�LWV�UHJXODWRU\�IXQFWLRQ��,W

LV� ZRUWK� QRWLQJ�� IRU� LQVWDQFH�� WKDW�2)67('¶V� SHUIRUPDQFH� LV� WR� EH

MXGJHG��LQWHU�DOLD��E\�WKH�SHUFHQWDJH�RI�LWV�DGYLFH�WR�WKH�6HFWUHWDU\�RI

6WDWH�IRU�(GXFDWLRQ�DQG�(PSOR\PHQW�µZKLFK�LV�WLPHO\�DQG�PHHWV�'I((

UHTXLUHPHQWV¶��� WKLV� LV� KDUGO\� D� UHFLSH� IRU� UREXVW� GHWDFKPHQW� RQ

2)67('¶V�SDUW�

�����,PSRVHG�FRQWUDFWXDOLVP�EHWZHHQ�JRYHUQPHQW�GHSDUWPHQWV�DQG

LQVWLWXWLRQV�SURYLGLQJ�SXEOLF�VHUYLFHV

7KH�µLPSRVHG�FRQWUDFWXDOLVP¶�ZKLFK�ZH�KDYH�VR�IDU�FRQVLGHUHG��WKDW�LV

WR� VD\� ZLWKLQ� FHQWUDO� JRYHUQPHQW�� ODFNV� DQ\� REYLRXV� DSSDUDWXV� RI

HQIRUFHPHQW�� $V� EHWZHHQ� JRYHUQPHQW� GHSDUWPHQWV� DQG� LQVWLWXWLRQV

SURYLGLQJ�SXEOLF�VHUYLFHV��ZH�ILQG�D�JURZLQJ�XVH�RI�D�UDWKHU�GLIIHUHQW

IRUP�RI�LPSRVHG�FRQWUDFWXDOLVP��LQ�ZKLFK�WKHUH�LV�JUHDW�HPSKDVLV�RQ

HQIRUFHPHQW� DQG� VDQFWLRQV��:H� UHIHUUHG� HDUOLHU� WR� WKH� IDFW� WKDW� WKH

SUHVHQW� JRYHUQPHQW� KDV� OHVV� IDLWK� WKDQ� LWV� SUHGHFHVVRUV� LQ� FRQVXPHU

SUHIHUHQFH� DV� D� PHFKDQLVP� IRU� H[DFWLQJ�PDUNHW� HIILFLHQF\� IURP� WKH

SURYLGHUV�RI�FHUWDLQ�DW�OHDVW�RI�WKH�EDVLF�SXEOLF�VHUYLFHV�VXFK�DV�KHDOWK

DQG�HGXFDWLRQ��RU�HYHQ�IRU�FRQYLQFLQJ�WKHLU�SROLWLFDO�FRQVWLWXHQF\�WKDW

WKH\� KDG� GLVFKDUJHG� WKHLU� JRYHUQPHQWDO� UHVSRQVLELOLW\� IRU� VHFXULQJ

HIILFLHQW� VHUYLFH�SURYLVLRQ��7KH\�KDYH�DFFRUGLQJO\�ZURXJKW�D�FHUWDLQ

VXEWOH� EXW� LPSRUWDQW� FKDQJH� LQ� WKHLU� UHODWLRQV� ZLWK� SXEOLF� VHUYLFH

SURYLGHUV��WKH\�VHH�WKHLU�UROH�UDWKHU�PRUH�DV�RQH�RI�LPSRVLQJ�VWDQGDUGV

DQG�H[SHFWDWLRQV�XSRQ�SXEOLF�VHUYLFH�SURYLGHUV��DQG�WKHQ�HQIRUFLQJ�WKRVH

VWDQGDUGV�DQG�H[SHFWDWLRQV�DV�LI�WKH\�ZHUH�FRQWUDFWXDO�RQHV�

,Q� WKLV� UDWKHU� FKDQJHG� FRQFHSWLRQ� RI� KRZ� WR� DFKLHYH� HIILFLHQF\�

SHUIRUPDQFH�LQGLFDWRUV�DQG�OHDJXH�WDEOHV�RI�OHYHOV�RI�SHUIRUPDQFH�DUH�DV

SURPLQHQW�DV�HYHU��EXW�WKH\�KDYH�D�GLIIHUHQW�IXQFWLRQ��3UHYLRXVO\��OHDJXH

WDEOHV�ZHUH�SUHVHQWHG�DV� WKH�GDWD�XSRQ� WKH�EDVLV�RI�ZKLFK� FRQVXPHU

FKRLFHV� PLJKW� EH� PDGH�� SDUHQWV� ZRXOG� XVH� WKHP� WR� VHOHFW� VFKRROV�

SDWLHQWV�RU�*3V�RQ�WKHLU�EHKDOI�ZRXOG�XVH�WKHP�WR�VHOHFW�KRVSLWDOV��DQG
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VR�RQ��1RZ��WKH\�VHUYH��RI�FRXUVH��DV�LQGLFDWRUV�RI�FRPSHWLWLYH�VXFFHVV�

EXW�DOVR��DQG�YHU\�SURPLQHQWO\��DV�ZD\V�RI�LGHQWLI\LQJ�IDLOXUH�RU�XQGHU�

SHUIRUPDQFH��*RYHUQPHQW�GHILQHV�LWV�UROH��DV�FXVWRGLDQ�RI�WKH�HIILFLHQF\

RI� SXEOLF� VHUYLFHV�� DV� RQH� RI� ORFDWLQJ� DQG� UHVSRQGLQJ� WR� IDLOXUH� DV

LGHQWLILHG� LQ� WKHVH� ZD\V�� 7KH� VDQFWLRQ� IRU� IDLOXUH� LV� LQ� PDQ\� ZD\V

FRQFHLYHG�RI�LQ�FRQWUDFW�OLNH�WHUPV��IDLOXUH�LV�HQYLVDJHG�DV�D�IXQGDPHQWDO

EUHDFK� RI� FRQWUDFW��PHULWLQJ� WKH� WHUPLQDWLRQ� RI� WKH� FRQWUDFW�� DQG� WKH

WUDQVIHU�RI�WKH�DFWLYLW\�LQ�TXHVWLRQ�WR�D�GLIIHUHQW�DQG�PRUH�VXFFHVVIXO

FRQWUDFWRU�

$JDLQ�� DUUDQJHPHQWV� IRU�SULPDU\� DQG� VHFRQGDU\� HGXFDWLRQ�SURYLGH� D

JRRG� LOOXVWUDWLRQ�� WKLV� WLPH� LQ� WKH� IRUP�RI� WKH� 6FKRRO� 6WDQGDUGV� DQG

)UDPHZRUN�$FW�������ZKLFK� LPSOHPHQWV�D�VHW�RI�SROLFLHV�ZKLFK�KDG

EHHQ�VHW�RXW�LQ�WKH�:KLWH�3DSHU�RI�������([FHOOHQFH�LQ�6FKRROV���7KH

:KLWH� 3DSHU� DQG� WKH� $FW� VHHP� LQ� D� FHUWDLQ� VHQVH� WR� UHLQVWDWH� WKH

VLJQLILFDQFH�RI� ORFDO� HGXFDWLRQ�DXWKRULWLHV�� D�PDWWHU�ZKLFK�RFFDVLRQV

VRPH�VXUSULVH�DPRQJ�WKRVH�ZKR�REVHUYHG�WKH�1HZ�/DERXU�JRYHUQPHQW

WR� EH�� LQ� JHQHUDO�� PLQGHG� WR� FRQWLQXH� WKH� PDUJLQDOLVDWLRQ� RI� ORFDO

DXWKRULWLHV�ZKLFK�WKHLU�SUHGHFHVVRUV�KDG�XQGHUWDNHQ��%XW�WKH�QHZ�IRFXV

XSRQ�ORFDO�HGXFDWLRQ�DXWKRULWLHV�LV�RI�D�SDUWLFXODU�NLQG��WKH�/($V�DUH�FDVW

UDWKHU�LQ�WKH�UROH�RI�JHQHUDO�FRQWUDFWRUV�ZLWK�FHQWUDO�JRYHUQPHQW��ZLWK

WKH� UHVSRQVLELOLW\� WR� VHFXUH� FRPSOLDQFH� E\� WKHLU� VXE�FRQWUDFWRUV�� WKH

ORFDOO\�PDQDJHG�VFKRROV��ZLWK�WKH�VWDQGDUGV�DQG�WDUJHWV�ZKLFK�FHQWUDO

JRYHUQPHQW�VHWV�DQG�PDLQWDLQV��$�VHULHV�RI�FRQWDFW�OLNH�DUUDQJPHQWV�LV

LPSRVHG�� DQG� WKH� XQGHU�SHUIRUPLQJ� SDUW\� IDFHV� WKH� SURVSHFW� RI� WKH

VDQFWLRQ� RI� ORVLQJ� WKH� FRQWUDFW� LQ� IXWXUH�� RU� DW� OHDVW� RI� ORVLQJ

LQGHSHQGHQFH�DQG�DXWRQRP\�LQ�WKH�SHUIRUPDQFH�RI�WKH�FRQWUDFWXDO�WDVN�

7KXV�� VHFWLRQ���RI� WKH������$FW� LPSRVHV� D� QHZ�GXW\� XSRQ�/($V� WR

µSURPRWH� KLJK� VWDQGDUGV� LQ� SULPDU\� DQG� VHFRQGDU\� HGXFDWLRQ¶�� DQG

VHFWLRQ���UHTXLUHV�HDFK�/($�WR�SUHSDUH�DQ�µHGXFDWLRQ�GHYHORSPHQW�SODQ¶

IRU� LWV� DUHD�� �2QH� KDV� WKH� VQHDNLQJ� VXVSLFLRQ� WKDW�� E\� ������ WKH

WHUPLQRORJ\�RI�µHGXFDWLRQ�GHYHORSPHQW�DJUHHPHQW¶�ZRXOG�KDYH�EHHQ

SUHIHUUHG��� ,Q� DQRWKHU� SDUW� RI� WKH�$FW� �VHFWLRQV� ����������ZH� ILQG� D

SHUIHFW�UKHWRULFDO�IRUP�RI�µLPSRVHG�FRQWUDFWXDOLVP¶�LQ�WKH�VKDSH�RI�D�VHW
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RI�UHTXLUHPHQWV�IRU�WKH�PDNLQJ�RI�µKRPH�VFKRRO�DJUHHPHQWV¶�EHWZHHQ

VFKRROV�DQG�WKH�SDUHQWV�RI�WKHLU�VWXGHQWV��6HFWLRQ���JLYHV�WKH�'I((��WKH

'HSDUWPHQW� IRU� (GXFDWLRQ� DQG� (PSOR\PHQW�� SRZHUV� RI� DSSURYDO�

PRGLILFDWLRQ� DQG� UHYLHZ� RI� WKH� /($¶V� SURSRVDOV� IRU� LWV� HGXFDWLRQ

GHYHORSPHQW�SODQ�� WKLV� LV�YHU\�PXFK� WKH�PDFKLQHU\�RI� LPSRVLWLRQ�RI

FRQWUDFW�OLNH�DUUDQJHPHQWV��6HFWLRQ���JLYHV�WKH�'I((�UHVHUYH�SRZHUV�WR

VHFXUH�SURSHU�SHUIRUPDQFH�RI�WKH�/($¶V�IXQFWLRQV��WKDW�LV�WR�VD\��ZKHUH

DQ� /($� LV� µIDLOLQJ¶�� LW� PD\� EH� RUGHUHG� E\� WKH�'I((� WR� WUDQVIHU� WKH

SHIRUPDQFH�RI�LWV�IXQFWLRQV�WR�VXFK�RWKHU�SHUVRQ�DV�WKH�GHSDUWPHQW�PD\

GLUHFW��RQ�VXFK�FRQWUDFWXDO�WHUPV�DV�WKH�GHSDUWPHQW�PD\�GLUHFW��$OO�WKLV

SXWV�LQ�SODFH�D�KLHUDUFK\�RI�UHVSRQVLELOLWLHV�QRW�XQOLNH�WKDW�FUHDWHG�E\�D

JHQHUDO�FRQWUDFW�ZKLFK�LV�WR�EH�SHUIRUPHG�E\�D�VHULHV�RI�VXE�FRQWUDFWV�

7KXV��WKH�$FW��VHFWLRQV����������DOVR�HQKDQFHV�WKH�SRZHUV�RI�/($V�WR

LQWHUYHQH�LQ�WKH�RSHUDWLRQ�RI�IDLOLQJ�VFKRROV��LI�QHFHVVDU\�E\�VXVSHQGLQJ

WKH�VFKRRO¶V�ULJKW�WR�D�GHOHJDWHG�EXGJHW��WKDW�LV�WR�VD\��WDNLQJ�LW�EDFN�LQWR

GLUHFW� ILQDQFLDO�PDQDJHPHQW��� DQG� WKH�'I((�PD\� GLUHFW� WKH� /($� WR

UHTXLUH�WKH�FORVXUH�RI�WKH�VFKRRO��VHFWLRQ������0RUHRYHU��SURYLVLRQ�LV

PDGH�E\�VHFWLRQV����WR����RI�WKH�$FW�IRU�WKH�HVWDEOLVKPHQW�RI�µHGXFDWLRQ

DFWLRQ�]RQHV¶���ZKLFK�DUH�HVVHQWLDOO\�JURXSV�RI�VFKRROV�GHVLJQDWHG�E\�WKH

'I((� �� DQG� IRU� WKH� SODFLQJ� RI� WKH� VFKRROV� LQ� WKRVH� ]RQHV� XQGHU� WKH

FRQWURO�RI�D�QHZ�W\SH�RI�ERG\�NQRZQ�DV�DQ�(GXFDWLRQ�$FWLRQ�)RUXP�

ZKLFK�PLJKW�LQ�WXUQ�HQWUXVW�WKH�PDQDJHPHQW�RI�LWV�VFKRROV�RU�DQ\�RI�WKHP

WR�D�SULYDWH�FRPSDQ\�

7KHUH� LV� D� SDUWLFXODU� VHQVH� LQ� ZKLFK� DUUDQJHPHQWV� RI� WKLV� NLQG�PD\

IXQFWLRQ� LQ�D�FRQWUDFW�OLNH�ZD\��7KH\�FUHDWH�D� VLWXDWLRQ� LQ�ZKLFK� WKH

SXUFKDVHU�RU�SURFXUHU�RI�WKH�HGXFDWLRQDO�VHUYLFHV�LQ�TXHVWLRQ�KDV�DW�LWV

GLVSRVDO�D�VHW�RI�VDQFWLRQV�ZKLFK�LW�FDQ�XVH�WR�IRUFH�ZKDW�LV�LQ�HIIHFW�D�UH�

QHJRWLDWLRQ� RI� WKH� FXUUHQW� µFRQWUDFW¶� XQGHU� ZKLFK� WKH� VHUYLFHV� DUH

SURYLGHG��7KXV�WKH�'I((�FDQ�DQG�GRHV�WUHDW�ZLWK�/($V�LQ�WKDW�ZD\�RYHU

SUREOHPV�RI�µIDLOLQJ�VFKRROV¶��DQG�WKH�/($V�LQ�WXUQ�FDQ�DQG�GR�WUHDW�ZLWK

WKH� VFKRROV� WKHPVHOYHV� LQ� WKDW� ZD\��7KH� /($� DQG� WKH� VFKRROV� DUH

UHTXLUHG�E\�WKHVH�PHDQV�WR�SURPLVH�WR�DFKLHYH�SDUWLFXODU�LPSURYHPHQWV

LQ�WKHLU�SHUIRUPDQFH��UDWKHU�LQ�WKH�ZD\�WKDW�WKH�FRQWUDFWXDO�VXSSOLHUV�RI

JRRGV� DQG� VHUYLFHV� DQG� WKH� FRUSRUDWH� XQLWV� ZLWKLQ� D� FRUSRUDWH



��

FRQJORPHUDWH� PLJKW� EH� SUHVVHG� E\� WKH� RYHUDOO� PDQDJHUV� LQWR� D� UH�

ZRUNLQJ� RI� WKHLU� VXSSO\� FRQWUDFWV�� GHVLJQHG� WR� H[DFW� JUHDWHU� FRVW

HIILFLHQF\�IURP�WKHP�

����� ,PSRVHG� FRQWUDFWXDOLVP� LQ� SXEOLF� VHUYLFH� HPSOR\PHQW

UHODWLRQVKLSV

,W�LV�ZRUWK�EHJLQQLQJ�WKLV�VHFWLRQ�ZLWK�D�UHPLQGHU�RI�ZKDW�ZH�PHDQ�E\

µLPSRVHG�FRQWUDFWXDOLVP¶��:H�DUH�XVLQJ� LW� WR�PHDQ�� LQ� WKH�FRQWH[W�RI

DUUDQJHPHQWV�IRU�WKH�SURYLVLRQ�RI�SXEOLF�VHUYLFHV��WKH�SXWWLQJ�LQ�SODFH

DQG�RSHUDWLQJ�RI�D�KLJKO\�VSHFLILF�QRUPDWLYH�V\VWHP�LQ�D�IRUP�ZKLFK

DVVHUWV� DQG� HPSKDVLVHV� WKH� FRQVHQVXDO� RU� FRQWUDFWXDO� QDWXUH� RI� WKH

UHJXODWRU\� SURFHVV� LQ� TXHVWLRQ�� ,Q� WKDW� VHQVH�� WKH� 1HZ� /DERXU

JRYHUQPHQW¶V� DSSURDFK� WR� SXEOLF� VHUYLFH� HPSOR\PHQW� UHODWLRQVKLSV

VHHPV� VWURQJO\� WR� GLVSOD\� D� WHQGHQF\� WR� HQJDJH� LQ� LPSRVHG

FRQWUDFWXDOLVP��,W�LV�WKLV�ZKLFK�XQGHUOLHV�DQG�H[SODLQV�WKH�GULYH�WRZDUGV

SHUIRUPDQFH�UHODWHG�SD\�IRU�ZRUNHUV�HQJDJHG�LQ�WKH�SURYLVLRQ�RI�SXEOLF

VHUYLFHV��0XFK�WKH�EHVW�LOOXVWUDWLRQ�RI�WKLV�LV�WR�EH�IRXQG�LQ�WKH�SURSRVDOV

IRU�SHUIRUPDQFH�UHODWHG�SD\�IRU�WHDFKHUV�ZKLFK�ZHUH�SXW�IRUZDUG�LQ�WKH

*UHHQ�3DSHU�DERXW�WKH�HPSOR\PHQW�DQG�PDQDJHPHQW�RI�VFKRROWHDFKHUV

ZKLFK�ZDV� SXEOLVKHG� ODWH� LQ� ������� DQG� WKH� DFFRPSDQ\LQJ� WHFKQLFDO

FRQVXOWDWLRQ�GRFXPHQW����7KH�6HFUHWDU\�RI�6WDWH�IRU�(GXFDWLRQ�PDNHV�LW

TXLWH�FOHDU� LQ�KLV�)RUHZRUG� WR� WKH�*UHHQ�3DSHU� WKDW�KH� UHJDUGV� WKHVH

SURSRVDOV�DV�TXLWH�FHQWUDO�DQG�FUXFLDO�WR�WKH�ZKROH�VWUDWHJ\�IRU�WKH�UHIRUP

RI� SULPDU\� DQG� VHFRQGDU\� HGXFDWLRQ�� $W� WKH� WLPH� RI� ZULWLQJ�� WKHVH

SURSRVDOV�ZHUH�LQ�WKH�FRXUVH�RI�EHLQJ�LPSOHPHQWHG�

7KH�UHDVRQV�IRU�WKH�FHQWUDOLW\�RI�WKHVH�SURSRVDOV�WR�WKH�*RYHUQPHQW¶V

HGXFDWLRQ�VWUDWHJ\��DQG�WKH�UHDVRQV�IRU�VHHLQJ�WKHVH�SURSRVDOV�DV�D�VWURQJ

H[DPSOH�RI�LPSRVHG�FRQWUDFWXDOLVP��DUH�UHDOO\�RQH�DQG�WKH�VDPH��WKH\�DUH

WKDW�WKH�*RYHUQPHQW�KDV�FRPH�WR�WKLQN�DERXW�SHUIRUPDQFH�UHODWHG�SD\

SODQV�DV�RIIHULQJ�D�EDVLV� IRU� UHIRUPLQJ� WKH�FRQGXFW�RI�SXEOLF�VHUYLFH

HPSOR\PHQW�UHODWLRQVKLSV�LQ�D�URRW�DQG�EUDQFK�ZD\��DQG�WKHUHE\�JUHDWO\

HQKDQFLQJ�WKH�HIILFLHQF\�RI�WKH�ZKROH�V\VWHP�RI�SXEOLF�VHUYLFH�SURYLVLRQ�

7KLV� LV� D�PXFK�PRUH� DPELWLRXV�XQGHUWDNLQJ� WKDQ� D�PHUH� VFKHPH� IRU



��

DZDUGLQJ� ERQXVHV� RQ� WKH� VWUHQJWK� RI� ODVW� \HDU¶V� SHUIRUPDQFH� E\� WKH

VFKRRO�RU�E\�WKH�WHDFKHU�LQ�TXHVWLRQ��LW�VHHNV�WR�LQWURGXFH�D�ZKROH�QHZ

VWUXFWXUH�RI�µSD\�DQG�SHUIRUPDQFH�PDQDJHPHQW¶�LQWR�VFKRROV��,QVSLUHG

E\�WKHRULHV�RI�PDQDJHPHQW�RI�SXEOLF�HGXFDWLRQ�V\VWHPV�ZKLFK�KDYH�EHHQ

GHYHORSHG� DQG�ZLGHO\� SXW� LQWR� SUDFWLFH� LQ� WKH�86$� �VHH�2GGHQ� DQG

.HOOH\���������WKLV�SURSRVHG�QHZ�VWUXFWXUH�KDV�PDQ\�RI�WKH�LGHQWLI\LQJ

FKDUDFWHULVWLFV�RI�µLPSRVHG�FRQWUDFWXDOLVP¶�LQ�D�YHU\�SURQRXQFHG�IRUP�

7KH�SURSRVDO�LV��HVVHQWLDOO\��WR�H[WHQG�DQG�WR�HODERUDWH�WKH�UDQNLQJ�RU

JUDGLQJ�VWUXFWXUH�IRU�WHDFKHUV��VR�WKDW�WKHUH�ZLOO�EH�D�QXPEHU�RI�VXSHULRU

UDQNV�WR�ZKLFK�WHDFKHUV�PD\�EH�SURPRWHG�ZLWKRXW�WKHLU�KDYLQJ�WR�PRYH

LQWR�WKH�PDQDJHULDO�KLHUDUFK\��WKH�DOORFDWLRQ�RI�WKHVH�VXSHULRU�UDQNLQJV�

ZKLFK� LV� VWURQJO\� OLQNHG� WR� WKH� OHYHO� DQG� UDQJH� RI� FRPSHWHQFLHV� WKH

WHDFKHU�LV�MXGJHG�WR�SRVVHVV��LV�FDUULHG�RXW�E\�PHDQV�RI�D�VWULQJHQW�DQG

VHDUFKLQJ� DQQXDO� DSSUDLVDO� SURFHVV� IRU�ZKLFK� WKH�KHDGWHDFKHU� RI� WKH

VFKRRO� LV� FHQWUDOO\� UHVSRQVLEOH��7KH� DVFHQGLQJ� UDQNV� DUH� WKRVH� RI� �L�

TXDOLILHG� WHDFKHU�� �LL�� WHDFKHU� ZKR� KDV� VXFFHVVIXOO\� FRPSOHWHG� WKH

LQGXFWLRQ�VWDJH�� �LLL�� WHDFKHU�ZKR�KDV�FURVVHG� WKH�PDLQ� µSHUIRUPDQFH

WKUHVKROG¶��DQG��LY��DGYDQFHG�VNLOOV�WHDFKHU��7KHUH�LV�DOVR�SURYLVLRQ�IRU

WKH�LGHQWLILFDWLRQ�RI��Y��µIDVW�WUDFN�WHDFKHUV¶�ZKR�KDYH�WKDW�UDQN�DQG�DUH

WKHUHE\�HQDEOHG�WR�PRYH�XS�WKURXJK�WKH�RWKHU�UDQNV�DW�D�IDVWHU�UDWH�WKDQ

QRUPDO�� (DFK� RI� WKHVH� SURPRWLRQV� EULQJV�ZLWK� LW� DQ� HQKDQFHPHQW� RI

VDODU\�DQG�RI�VWDWXV�LQ�UHWXUQ�IRU�DQ�DFWXDO�DQG�SURVSHFWLYH�LPSURYHPHQW

LQ�WKH�UDQJH�RI�VNLOOV�RU�FRPSHWHQFLHV�ZKLFK�WKH�WHDFKHU�PDLQWDLQV��DQG

WKH�UDQJH�RI�UHVSRQVLELOLWLHV�ZKLFK�WKH�WHDFKHU�DFFHSWV�

,Q�ZKDW�VHQVH�VKRXOG�ZH�VHH�WKLV�DV�DQ�LQVWDQFH�RI�FRQWUDFWXDOLVP"�,W�LV

D�FRQWUDFWXDOLVW�V\VWHP�LQ�WKH�SDUWLFXODU�VHQVH�WKDW�WKH�SURFHVV�E\�ZKLFK

LW�LV�LPSOHPHQWHG�LV�YHU\�OLNH�WKDW�RI�WKH�LPSOHPHQWDWLRQ�V\VWHP�IRU�WKH

PDQDJHPHQW�RI�D�EXVLQHVV�UHODWLRQVKLS�FRQVWUXFWHG�XSRQ�D�FRQWUDFWXDO

IUDPHZRUN�� 7KLV� EHFRPHV� VWURQJO\� HYLGHQW� ZKHQ� RQH� FRQVLGHUV� WKH

µSHUIRUPDQFH�PDQDJHPHQW�F\FOH¶�ZKLFK��LW�LV�FRQWHPSODWHG��ZLOO�WDNH

SODFH�RQ�WKH�EDVLV�RI�WKH�DQQXDO�DSSUDLVDO��:LWKLQ�WKLV�F\FOH��WKH�DQQXDO

DSSUDLVDO� KDV� WKH� GXDO� IXQFWLRQ� RI� EHLQJ� WKH� SURFHVV� E\� ZKLFK� QHZ

REMHFWLYHV�DUH�DJUHHG�IRU�WKH�IRUWKFRPLQJ�\HDU�DQG�E\�ZKLFK�ODVW�\HDU¶V
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SHUIRUPDQFH� LV� DVVHVVHG� DJDLQVW� WKH� REMHFWLYHV� ZKLFK� KDG� EHHQ

HVWDEOLVKHG� IRU� LW�� 6R� HDFK� \HDU� D� FHUWDLQ� EDODQFH� LV� VWUXFN� IRU� HDFK

WHDFKHU�EHWZHHQ�WKH�OHYHO�RI�SHUIRUPDQFH�WKDW�WKH�WHDFKHU�LV�PHDQW�WR

UHDFK��DQG�WKH�OHYHO�RI�UHPXQHUDWLRQ�DQG�VWDWXV�ZKLFK�WKH�WHDFKHU�FDQ

H[SHFW�LQ�UHWXUQ��WKH�DSSUDLVDO�VHUYHV�ERWK�WR�YHULI\�FRPSOLDQFH�IRU�WKH

SUHYLRXV� \HDU� DQG� WR� UH�HVWDEOLVK� WKH� EDODQFH� IRU� WKH� QH[W� \HDU�� 7KH

DSSUDLVDO�SURFHVV��DQG�WKH�µSHUIRUPDQFH�PDQDJHPHQW�F\FOH¶��DUH� WKXV

SUHVHQWHG�DV�D�VHW�RI�HVVHQWLDOO\�FRQWUDFWXDO� WUDQVDFWLRQV�EHWZHHQ� WKH

WHDFKHU�DQG�WKH�VFKRRO�DV�UHSUHVHQWHG�E\�WKH�KHDGWHDFKHU�

'HVSLWH�WKH�UKHWRULF�RI�YROXQWDULVP�ZKLFK�VXUURXQGV�WKHVH�DUUDQJHPHQWV�

WKHUH�DUH�QHYHUWKHOHVV�VRPH�VHQVHV�LQ�ZKLFK�WKLV�LV�DQ�LPSRVHG�V\VWHP�RI

PDQDJHPHQW��7KXV�LW�LV�VDLG�WKDW�

µ*RYHUQLQJ�ERGLHV�ZLOO�EH�UHTXLUHG�WR�HQVXUH�WKDW�HYHU\�VFKRRO�KDV

D�QHZ�SHUIRUPDQFH�PDQDJHPHQW�SROLF\��VHWWLQJ�RXW�KRZ�WKH�VFKRRO

ZLOO�LPSOHPHQW�WKH�VWDWXWRU\�SURYLVLRQV�IRU�DSSUDLVDO�DQG�SD\��7KLV

SROLF\�VKRXOG�EH�GLVFXVVHG�ZLWK�VWDII�DQG�DJUHHG�E\�WKH�JRYHUQLQJ

ERG\�� +HDGV� ZLOO� EH� UHVSRQVLEOH� IRU� LPSOHPHQWLQJ� WKH� DJUHHG

SROLF\�¶����HPSKDVHV�DGGHG��

7KH�µDJUHHPHQW¶�LV�WKXV�ZLWKLQ�WKH�JRYHUQLQJ�ERG\��UDWKHU�WKDQ�EHWZHHQ

WKH� JRYHUQLQJ� ERG\� DQG� WKH� WHDFKHUV�� DQG� HYHQ� WKH� JRYHUQLQJ� ERG\

RSHUDWHV� ZLWKLQ� WKH� FRQVWUDLQW� RI� KDYLQJ� WR� SXW� VRPH� NLQG� RI� µQHZ

SHUIRUPDQFH�PDQDJHPHQW�SROLF\¶�LQ�SODFH��0RUHRYHU��DOWKRXJK�WHDFKHUV

DSSHDU�WR�EH�JLYHQ�WKH�IUHHGRP�WR�FKRRVH�ZKLFK�UDQN�WR�DLP�IRU��RU�ZKDW

REMHFWLYHV�WR�LGHQWLI\�IRU�WKHLU�IXWXUH�SHUIRUPDQFH��WKLV�IUHHGRP�PD\�EH

UHQGHUHG� LOOXVRU\�E\� WKH� H[SHFWDWLRQ� RI� FRQVWDQW�LPSURYHPHQW�ZKLFK

XQGHUOLHV�WKH�ZKROH�SHUIRUPDQFH�PDQDJHPHQW�V\VWHP��,W�LV��RI�FRXUVH�

KDUG�WR�DUJXH�DJDLQVW�D�GLVFRXUVH�RI�LPSURYHPHQW��VHOI�LPSURYHPHQW��DQG

WKH�DYRLGDQFH�RI�IDLOXUH��1HYHUWKHOHVV��WKDW�GLVFRXUVH�GRHV�FRQVLGHUDEO\

FRQVWUDLQ�DQG�QDUURZ�GRZQ�WKH�IUHHGRP�ZKLFK�WHDFKHUV�DSSHDU� WR�EH

JLYHQ� WR� PDNH� PHDQLQJIXO� FRQWUDFWV� DERXW� WKHLU� SHUVRQDO� FDUHHU

SURJUHVVLRQ��WKHUH�PXVW�EH�UHDO�ULVNV�WKDW�WKH�DSSUDLVDO�SURFHVV�ZLOO�KDYH
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D�FRHUFLYH�DVSHFW�

7KDW� ULVN� LV� HQKDQFHG� E\� WKH� WKLUG� IHDWXUH� RI� WKLV� NLQG� RI� LPSRVHG

FRQWUDFWXDOLVP��QDPHO\�LWV�YHU\�KLJK�SUHVFULSWLYHQHVV�DQG�VSHFLILFLW\�

7KLV� LV�ZHOO� LOOXVWUDWHG� E\� WKH� $QQH[� WR� WKH�7HFKQLFDO� &RQVXOWDWLRQ

'RFXPHQW�� LQ� ZKLFK� DUH� VHW� RXW� WKH� GUDIW� VWDQGDUGV� IRU� WKUHVKROG

DVVHVVPHQW��7KLV�LV�D�VWDWHPHQW��LQ�YHU\�H[DFWLQJ�GHWDLO��RI�ZKDW�WHDFKHUV

KDYH� WR�GHPRQVWUDWH� LQ�RUGHU� WR�PHHW� WKH� µWKUHVKROG� VWDQGDUGV¶�XSRQ

ZKLFK�FDUHHU�SURJUHVVLRQ�LV�FRQWLQJHQW��7KHVH�VWDQGDUGV�H[WHQG�WR�WKH

DUHDV�RI��L��SXSLO�SHUIRUPDQFH���LL��XVH�RI�VXEMHFW�VSHFLDOLVW�NQRZOHGJH�

�LLL�� SODQQLQJ�� WHDFKLQJ� DQG� DVVHVVPHQW�� DQG� �LY�� SURIHVVLRQDO

HIIHFWLYHQHVV�� 8QGHU� WKH� IRXUWK� KHDG�� WHDFKHUV� DUH� UHTXLUHG� WR

GHPRQVWUDWH�WKDW�WKH\�SRVVHVV�DQG�GLVSOD\�D�ZKROH�VHW�RI�YLUWXHV�RI�WKH

NLQG�WKDW�VHHP�LPSRUWDQW�WR�PDQDJHUV��GHVSLWH�WKH�KLJK�OHYHO�RI�GHWDLO�

WKHUH�GRHV� QRW� VHHP� WR� EH� DQ\�PHQWLRQ� RI� WKH� SURIHVVLRQDO� YLUWXH� RI

LQGHSHQGHQFH�

7KDW�ODVW�REVHUYDWLRQ�SURYLGHV�WKH�VWDUWLQJ�SRLQW�IRU�VRPH�FRQFOXGLQJ

UHIOHFWLRQV� DERXW� WKH� XQGHUO\LQJ� VLJQLILFDQFH� RI� µLPSRVHG

FRQWUDFWXDOLVP¶� DV� DQ� DSSURDFK� WR� WKH� JRYHUQDQFH� RI� SXEOLF� VHUYLFH

SURYLVLRQ��DQG�RI�WKH�HPSOR\PHQW�UHODWLRQVKLSV�E\�PHDQV�RI�ZKLFK�WKRVH

VHUYLFHV�DUH�RUJDQLVHG�DQG�SURYLGHG��2QH�ZD\�WR�DVVHVV�LWV�VLJQLILFDQFH

PLJKW�EH�E\�UHIHUHQFH�WR�$ODQ�)R[¶V�IDPRXV�DQDO\VLV�RI�WKH�G\QDPLFV�RI

KLJK�WUXVW�DQG�ORZ�WUXVW�LQ�WKH�PDQDJHPHQW�DQG�FRQGXFW�RI�HPSOR\PHQW

UHODWLRQVKLSV�� ,Q� KLV� FODVVLF� ZRUN� RI� LQGXVWULDO� VRFLRORJ\�� %H\RQG

&RQWUDFW��)R[���������KH�GHSLFWV�HPSOR\PHQW�UHODWLRQVKLSV�DV�JHQHUDOO\

VXEMHFW�HLWKHU�WR�D�SRVLWLYH�G\QDPLF�RI�LQFUHDVLQJ�PXWXDO�WUXVW�EHWZHHQ

HPSOR\HU�DQG�HPSOR\HG��RU�WR�D�QHJDWLYH�G\QDPLF�RI�GHFUHDVLQJ�PXWXDO

WUXVW��,W�LV�WKH�VW\OH�RI�PDQDJHPHQW�ZKLFK�PDLQO\�GHWHUPLQHV�ZKLFK�RI

WKRVH� WZR� G\QDPLFV�ZLOO� RSHUDWH� LQ� DQ\� JLYHQ� FDVH��2QH� RI� WKH� NH\

IHDWXUHV�RI�ORZ�WUXVW�G\QDPLFV�DQG�WKHUHIRUH�RI�ORZ�WUXVW�UHODWLRQVKLSV�LV

WLJKW�VSHFLILFDWLRQ�RI�PXWXDO�REOLJDWLRQV��ERWK�LPSO\LQJ�DQG�JHQHUDWLQJ

D�FXUWDLOLQJ�RI�WKH�HOHPHQWV�RI�GLVFUHWLRQ�DQG�PXWXDO�JUDWXLWRXV�JRRGZLOO

LQ�FRQWLQXLQJ�UHODWLRQVKLSV��,PSRVHG�FRQWUDFWXDOLVP�PD\�EH�VXEMHFW�WR

WKDW�G\QDPLF��HVSHFLDOO\�LQ�VR�IDU�DV�LW�FRQVWUDLQV�WKH�PRGH�RI�RSHUDWLRQ�
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RI� WKRVH� HQJDJHG� LQ� SURYLGLQJ� SXEOLF� VHUYLFHV�� E\� UHIHUHQFH� WR� WLJKW

TXDQWLWDWLYH� PHDVXUHV� RI� SHUIRUPDQFH� RU� YHU\� SUHFLVH� TXDOLWDWLYH

GHILQLWLRQV�RI�WKHLU�UROHV�DQG�UHVSRQVLELOLWLHV��7KH�SURSRVDOV�IRU�SD\�DQG

SHUIRUPDQFH�PDQDJHPHQW�IRU�WHDFKHUV�PD\�EH�WKRXJKW�WR�GLVSOD\�WKDW�VHW

RI�IHDWXUHV�

$QRWKHU� ZD\� RI� XQGHUVWDQGLQJ� WKH� VLJQLILFDQFH� RI� LPSRVHG

FRQWUDFWXDOLVP� LV� VXJJHVWHG� E\� &KULVWRSKHU� +RRG¶V� ZRUN� RQ� SXEOLF

PDQDJHPHQW�� LQ� SDUWLFXODU� KLV� UHFHQW� VWXG\��7KH� $UW� RI� WKH� 6WDWH� �

&XOWXUH��5KHWRULF�DQG�3XEOLF�0DQDJHPHQW��+RRG���������8VLQJ�FXOWXUDO

WKHRU\�WR�LGHQWLI\�DQG�H[DPLQH�ERWK�VKLIWV�DQG�UHFXUUHQFHV�LQ�QRWLRQV

DERXW�SXEOLF�PDQDJHPHQW��+RRG�LGHQWLILHV�IRXU�PDLQ�µZD\V�RI�GRLQJ

SXEOLF�PDQDJHPHQW¶�� QDPHO\� WKH� µKLHUDUFKLVW�ZD\¶�� WKH� µLQGLYLGXDOLVW

ZD\¶��WKH�µHJDOLWDULDQ�ZD\¶��DQG�WKH�µIDWDOLVW�ZD\¶���WKRXJK�KH�LV�DW�SDLQV

WR�HPSKDVLVH�WKDW�WKHVH�VW\OHV�PD\�QRW�EH�PXWXDOO\�H[FOXVLYH��DQG�WKDW

DFWXDO�SUDFWLFHV�RI�SXEOLF�PDQDJHPHQW�DUH�PXFK�PRUH�OLNHO\�WR�FRQVLVW

RI�FRPELQDWLRQV�RU�K\EULGV�RI�WKHVH�ZD\V�WKDQ�RI�DQ\�VLQJOH�RQH�RI�WKHVH

ZD\V��(DFK�RI� WKHVH�ZD\V� ORFDWHV�EHQHILW�DQG� OHJLWLPDF\� LQ�GLIIHUHQW

DWWULEXWHV�RU�PRGHV�RI�PDQDJHPHQW��7KH�KLHUDUFKLVW�ZD\�LV�FRQVWUXFWHG

DURXQG�FRPPDQG�VWUXFWXUHV�� LW� IDYRXUV� VRFLDOO\� FRKHVLYH�� UXOH�ERXQG

DSSURDFKHV�WR�RUJDQLVDWLRQ��7KH�LQGLYLGXDOLVW�ZD\�LV�EDVHG�XSRQ�IUHHGRP

RI� FKRLFH�� LW� SXUVXHV� DWRPLVHG� DSSURDFKHV� WR� RUJDQLVDWLRQ�� VWUHVVLQJ

QHJRWLDWLRQ� DQG� EDUJDLQLQJ�� 7KH� HJDOLWDULDQ�ZD\� LV� EDVHG� XSRQ� SHHU

JURXSV��LW�VHHNV�KLJK�SDUWLFLSDWLRQ�VWUXFWXUHV�LQ�ZKLFK�HYHU\�GHFLVLRQ�LV

RSHQ�WR�WKH�JURXS�DW�ODUJH��7KH�IDWDOLVW�ZD\�UHJDUGV�UDQGRP�FKDQFH�DV

SDUDPRXQW��LW�WHQGV�WRZDUGV�ORZ�FRRSHUDWLRQ�EXW�UXOH�ERXQG�DSSURDFKHV

WR�RUJDQLVDWLRQ�

7KLV�IRXU�SDUW�DQDO\VLV�SHUKDSV�KHOSV�WR�LGHQWLI\�VRPH�WHQVLRQV�ZLWKLQ�WKH

GLVFRXUVH�RI�LPSRVHG�FRQWUDFWXDOLVP��7KH�PHDVXUHV�DQG�SROLFLHV�ZKLFK

ZH� KDYH� LGHQWLILHG� LQ� WHUPV� RI� LPSRVHG� FRQWUDFWXDOLVP� WHQG� WR� EH

SUHVHQWHG� DV� FRPLQJ� ERWK� IURP� DQ� HJDOLWDULDQ� DQG� DQ� LQGLYLGXDOLVW

DSSURDFK�� ,W� LV� VWUHVVHG� WKDW� WKH\� DUH� WKH� VXEMHFW� RI� FRPPXQLW\

SDUWLFLSDWLRQ� DQG� WKDW� WKH\� DUH� UHIOH[LYH� RI� WKH� FKRLFHV� RI� LQGLYLGXDO

FLWL]HQV��+RZHYHU��GHVSLWH�WKDW�VRUW�RI�SUHVHQWDWLRQ��ZH�KDYH�DUJXHG�WKDW
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LPSRVHG�FRQWUDFWXDOLVP�LV�D�PRGH�RI�JRYHUQDQFH�ZKLFK�UHDOO\�VHHNV�WR

FRPELQH� WKH� LQGLYLGXDOLVW� ZD\� ZLWK� WKH� KLHUDUFKLVW� ZD\�� ,W� LV� WKDW

FRPELQDWLRQ�ZKLFK��LQ�VOLJKWO\�GLIIHUHQW�ZD\V��FKDUDFWHULVHV�RQ�WKH�RQH

KDQG�3XEOLF�6HUYLFH�$JUHHPHQWV�DQG��RQ�WKH�RWKHU�KDQG��WKH�SURSRVHG

SD\�DQG�SHUIRUPDQFH�PDQDJHPHQW�V\VWHP�IRU� WHDFKHUV�� ,Q�HDFK�FDVH�

DJUHHPHQW�DQG�FKRLFH�RI�LQGLYLGXDO�LQVWLWXWLRQV�RU�LQGLYLGXDO�SHUVRQV�LV

VWUHVVHG��EXW�LQ�HDFK�FDVH�WKHUH�LV�D�VWURQJ�HOHPHQW�RI�SUHVFULSWLRQ�IURP

WKH�FRUH�RI�JRYHUQPHQW�

7KHUH� LV�� RI� FRXUVH�� QRWKLQJ� H[WUDRUGLQDULO\� QRYHO� DERXW� WKDW

FRPELQDWLRQ��LQGHHG��RQH�RI�&KULVWRSKHU�+RRG¶V�PDLQ�DVVHUWLRQV�LV�WKDW�

GHVSLWH�WKHLU�FODLPV�WR�µPRGHUQLW\¶��VXFK�DSSURDFKHV�WR�JRYHUQDQFH�RI

SXEOLF�VHUYLFH�SURYLVLRQ�WHQG�WR�EH�UH�LQYHQWLRQV�RI�HDUOLHU�IRUPXODWLRQV�

VWDWHG�LQ�QHZ�IRUPV�VXFK�DV�RQH�PLJKW�H[SHFW�FXOWXUDO�FKDQJH�WR�SURGXFH�

)URP�WKH�SRLQW�RI�YLHZ�RI�HPSOR\PHQW�UHODWLRQV�DQG�HPSOR\PHQW�ODZ�

RQH�LPSRUWDQW�TXHVWLRQ�LV�ZKHWKHU�7D\ORULVW�VFLHQWLILF�PDQDJHPHQW�LV

EHLQJ� UHSOLFDWHG� LQ� WKH� IRUP�RI� µSD\� DQG�SHUIRUPDQFH�PDQDJHPHQW¶�

)URP�WKH�SRLQW�RI�YLHZ�RI�SXEOLF�DGPLQLVWUDWLRQ��WKHUH�VHHP�WR�EH�TXLWH

VWURQJ�HFKRHV�RI�%HQWKDPLWH�XWLOLWDULDQLVP��7KLV�LV�LQGHHG�DQ�LQWHUHVWLQJ

PRPHQW�DW�ZKLFK�WR�EH�FRQVLGHULQJ�WKH�HPHUJLQJ�SDUDGLJPV�IRU�SXEOLF

VHUYLFH�SURYLVLRQ�DQG�SXEOLF�VHUYLFH�HPSOR\PHQW�UHODWLRQVKLSV�

���5HJXODWLRQ�RI�WKH�8WLOLWLHV��&DQ�WKH�3XEOLF�6HUYLFH�&RPPLWPHQW

6XUYLYH"

�����7KH�GLVWLQFWLYHQHVV�RI�WKH�XWLOLWLHV�VHFWRU��FRPELQLQJ�UHJXODWLRQ

DQG�FRPSHWLWLRQ

:H�QRZ�WXUQ�WR�RXU�VHFRQG�FDVH�VWXG\��7KLV�IRFXVHV�RQ�GHYHORSPHQWV�LQ

HPSOR\PHQW� UHODWLRQV� LQ� WKH� SXEOLF� XWLOLWLHV�� 8QOLNH� WKH� KHDOWK� DQG

HGXFDWLRQ�VHUYLFHV��ZKLFK�KDYH�UHPDLQHG�ZLWKLQ�WKH�SXEOLF�VHFWRU�ZKLOH

EHLQJ�VXEMHFWHG��DV�ZH�KDYH�MXVW�H[SODLQHG��WR�FRQWUDFWXDO�SURFHVVHV�RI

YDULRXV� NLQGV�� WKH� SXEOLF� XWLOLWLHV� KDYH� EHHQ� WUDQVIHUUHG� WR� SULYDWH

RZQHUVKLS�DW�WKH�VDPH�WLPH�DV�EHLQJ�RSHQHG�XS�WR�PDUNHW�FRPSHWLWLRQ�

$W� ILUVW� VLJKW�� WKHLU� H[SHULHQFH� H[HPSOLILHV� WKH� WHQVLRQV� ZKLFK� H[LVW

EHWZHHQ�PRUH�WUDGLWLRQDO�QRWLRQV�RI�FLWL]HQVKLS�DQG�SXEOLF�VHUYLFH��RQ
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WKH�RQH�KDQG��DQG�PDUNHW�RULHQWDWHG��HFRQRPLF�UHIRUPV�RQ� WKH�RWKHU�

7KHVH�ZHUH�VHFWRUV�ZKLFK��WUDGLWLRQDOO\��KDG�EHHQ�FKDUDFWHULVHG�E\�KLJKO\

VWDEOH�DQG�FRRSHUDWLYH�IRUPV�RI�ODERXU�PDQDJHPHQW�UHODWLRQV��7KH\�KDG

DOVR� EHHQ� UHJDUGHG� DV� KDYHQV� RI� VHFXUH� HPSOR\PHQW�� )URP� WKH�PLG�

����V��WKLV�EHJDQ�WR�FKDQJH�DV�WKH�VWDWH�RZQHG�HQWHUSULVHV�LQ�WKH�JDV�

WHOHFRPPXQLFDWLRQV��ZDWHU� DQG� HOHFWULFLW\� LQGXVWULHV�ZHUH� ILUVW� RI� DOO

SULYDWLVHG�DQG�WKHQ�VXEMHFWHG�WR�LQFUHDVLQJ�FRPSHWLWLRQ�WKURXJK�D�YDULHW\

RI� PHWKRGV�� 7KH� HIIHFWV� XSRQ� HPSOR\PHQW� LQFOXGHG� ODUJH�VFDOH

UHGXQGDQFLHV��WKH�HQGLQJ�RI�QDWLRQDO�OHYHO�FROOHFWLYH�EDUJDLQLQJ��DQG�WKH

JURZLQJ�LQGLYLGXDOLVDWLRQ�RI�SD\�DQG�FRQGLWLRQV��$V�D�UHVXOW�� WKHUH�LV

QRZ�DSSDUHQWO\�OLWWOH�WR�GLVWLQJXLVK�HPSOR\PHQW�UHODWLRQV�LQ�WKH�XWLOLWLHV

IURP�HPSOR\PHQW�LQ�RWKHU�SULYDWH�VHFWRU�RUJDQLVDWLRQV�

&ORVHU�LQVSHFWLRQ�VXJJHVWV�WKDW�ZKLOH�WKH�FKDQJHV�KDYH�LQGHHG�EHHQ�IDU�

UHDFKLQJ��WKH�QRWLRQ�RI�SXEOLF�VHUYLFH�UHPDLQV�UHOHYDQW�LQ�WKH�FDVH�RI�WKH

XWLOLWLHV�� DQG� WKDW� WKLV� LV� UHIOHFWHG� LQ� D� QXPEHU� RI� FRPSOH[� ZD\V� LQ

HPSOR\PHQW�UHODWLRQV�LQ�WKHVH�VHFWRUV��3ULYDWLVDWLRQ��IDU�IURP�OHDGLQJ�WR

GHUHJXODWLRQ��KDV�XVKHUHG�LQ�D�GHWDLOHG�DQG�H[WHQVLYH�V\VWHP�RI�HFRQRPLF

UHJXODWLRQ��,W�LV�QRW�WKH�FDVH�WKDW�WKH�JRDOV�RI�SXEOLF�VHUYLFH�SURYLVLRQ

KDYH�EHHQ�DEDQGRQHG��UDWKHU��LW�LV�WKH�PHFKDQLVPV�FKRVHQ�WR�DFKLHYH

WKHP�ZKLFK�KDYH�FKDQJHG�� ,Q�SDUWLFXODU�� WKH�QHZ�IUDPHZRUN�DLPV� WR

SURPRWH�SULYDWH�VHFWRU�FRPSHWLWLRQ�DV�D�PHFKDQLVP�IRU�PHHWLQJ�FHUWDLQ

SXEOLF�VHUYLFH�JRDOV�VXFK�DV�VHFXULW\�RI�VXSSO\�DQG�XQLYHUVDO�SURYLVLRQ

RI�HVVHQWLDO�VHUYLFHV��%XW�LW�DOVR�UHFRJQLVHV�WKDW�WKHUH�DUH�FHUWDLQ�QDWXUDO

OLPLWV�WR�WKH�HIIHFWLYHQHVV�RI�FRPSHWLWLRQ��DQG�KHQFH�DFNQRZOHGJHV�WKH

QHHG�IRU�GLUHFW�LQWHUYHQWLRQ�LQ�FHUWDLQ�DUHDV��,W�LV�WKLV�SDUWLFXODU�PL[�RI

UHJXODWLRQ�DQG�FRPSHWLWLRQ�ZKLFK�KHOSV�WR�DFFRXQW�IRU�WKH�HYROXWLRQ�RI

HPSOR\PHQW�UHODWLRQV�ZLWKLQ�WKH�XWLOLWLHV��DQG�ZKLFK�FRQWLQXHV�WR�PDUN

WKHP�RXW�DV�EHLQJ�GLVWLQFWLYH�LQ�D�QXPEHU�RI�ZD\V�

$V�ZH�VKDOO�VHH��WKH�FHQWUDO�TXHVWLRQ�KHUH�LV�ZKHWKHU�WKH�HFRQRPLF�JRDOV

RI�HQKDQFHG�HIILFLHQF\�DQG�WUDQVSDUHQF\�RI�FRVWV�DUH�FRPSDWLEOH�ZLWK�WKH

SXEOLF�VHUYLFH�REOLJDWLRQV�ZKLFK�WKH�XWLOLWLHV�FRQWLQXH�WR�KDYH��7KH�PRUH

SUHFLVH�LVVXH�RI�FRQFHUQ�IURP�WKH�SRLQW�RI�YLHZ�RI�HPSOR\PHQW�UHODWLRQV

LV�ZKHWKHU�WKH�SUHVHQW�VWUXFWXUH�RI�XWLOLWLHV�UHJXODWLRQ��ZKHQ�FRPELQHG
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ZLWK� UHODWHG� LQIOXHQFHV� VXFK� DV� WKRVH� RI� WKH� VWRFN� PDUNHW�� PDNH� LW

SRVVLEOH�IRU�FRPSDQLHV�WR�PDLQWDLQ�ODERXU�UHODWLRQV�LQ�VXFK�D�ZD\�DV�WR

HQVXUH�D�KLJK�DQG�FRQVLVWHQW�TXDOLW\�RI�VHUYLFH�

�����7KH�DLPV�DQG�IRUPV�RI�XWLOLWLHV�UHJXODWLRQ

,W� VHHPV� WKDW� DW� WKH� WLPH� RI� WKH� ILUVW� PDMRU� SULYDWLVDWLRQV�� RI

WHOHFRPPXQLFDWLRQV�DQG�JDV��WKH�TXHVWLRQ�RI�UHJXODWLRQ�ZDV�DGGUHVVHG

DOPRVW�DV�DQ�DIWHUWKRXJKW��7KH�IRUHPRVW�DLP�RI�WKH�SROLF\�RI�SULYDWLVDWLRQ

ZDV� WR� VXSSRUW� WKH� SXEOLF� ILQDQFHV� E\� VKLIWLQJ� WKH� UHVSRQVLELOLW\� IRU

LQYHVWPHQW�IURP�WKH�VWDWH�WR�WKH�SULYDWH�VHFWRU�DW�WKH�VDPH�WLPH�DV�UDLVLQJ

PRQH\�IRU�WKH�JRYHUQPHQW�IURP�WKH�VDOH�RI�VKDUHV�LQ�WKH�QHZO\�SULYDWLVHG

FRPSDQLHV�� 7KHUH� DOVR� DSSHDUV� WR� KDYH� EHHQ� DQ� LQWHQWLRQ� WR� XVH

SULYDWLVDWLRQ�WR�ZHDNHQ�WKH�SRZHU�RI� WKH�WKHQ�SRZHUIXO�SXEOLF�VHFWRU

WUDGH�XQLRQV��7KH�SURPRWLRQ�RI�FRPSHWLWLRQ�ZDV��DW�EHVW��D�VHFRQGDU\

REMHFWLYH�� 7KLV� KHOSV� WR� H[SODLQ�ZK\� %ULWLVK� *DV�� IRU� H[DPSOH�� ZDV

LQLWLDOO\�SULYDWLVHG�LQWDFW��DV�D�YHUWLFDOO\�LQWHJUDWHG��PRQRSRO\�VXSSOLHU

ZLWKLQ�WKH�GRPHVWLF�PDUNHW�

$Q� LPSRUWDQW� WXUQLQJ� SRLQW� FDPH� ZLWK� WKH� WZR� UHSRUWV� E\� 6WHSKHQ

/LWWOHFKLOG�RQ�WKH�SULYDWLVDWLRQ�RI�WHOHFRPPXQLFDWLRQV�DQG�ZDWHU��LQ�����

DQG������UHVSHFWLYHO\����/LWWOHFKLOG�DUJXHG�WKDW�XSRQ�SULYDWLVDWLRQ��WKH

IRUPHU�VWDWH�RZQHG�HQWHUSULVHV�VKRXOG�DV�IDU�DV�SRVVLEOH�EH�EURNHQ�XS�VR

WKDW�VHSDUDWH�VWDJHV�LQ�WKH�VXSSO\�FKDLQ�FRXOG�EH�LGHQWLILHG�DQG�HDFK�RQH

WKHQ�VXEMHFWHG�WR�FRPSHWLWLRQ��$Q�H[FHSWLRQ�VKRXOG�RQO\�EH�PDGH�ZKHUH

D�FOHDU�FDVH�IRU� WKH�H[LVWHQFH�RI�D�QDWXUDO�PRQRSRO\�FRXOG�EH�VKRZQ

�VLQFH�LQ�WKH�FDVH�RI�D�QDWXUDO�PRQRSRO\��FRPSHWLWLRQ��E\�GXSOLFDWLQJ

SURYLVLRQ�� ZRXOG� EH� ZDVWHIXO��� 2Q� WKLV� EDVLV�� KH� UHFRPPHQGHG� WKDW

FRPSHWLWLRQ�VKRXOG�EH�LQWURGXFHG�LQWR�WHOHFRPPXQLFDWLRQV��EXW�WKDW�WKH

SULYDWLVHG�ZDWHU�FRPSDQLHV�VKRXOG�UHWDLQ�WKHLU�ORFDO�PRQRSROLHV��7KHVH

UHFRPPHQGDWLRQV�ZHUH�DFFHSWHG�LQ�WKH�OHJLVODWLRQ�ZKLFK�IROORZHG�

$� PRUH� FRPSOHWH� DWWHPSW� WR� VWLPXODWH� FRPSHWLWLRQ� IROORZHG� LQ� WKH

OHJLVODWLRQ�ZKLFK�HIIHFWHG�WKH�SULYDWLVDWLRQ�RI�WKH�HOHFWULFLW\�LQGXVWU\�LQ

WKH�HDUO\�����V��7KH�JHQHUDWLRQ��WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�IXQFWLRQV
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RI�WKH�ROG�&HQWUDO�(OHFWULFLW\�*HQHUDWLQJ�%RDUG�ZHUH�VHSDUDWHG�IURP�HDFK

RWKHU��*HQHUDWLRQ�DQG�GLVWULEXWLRQ�ZHUH�GHHPHG�DSSURSULDWH�DUHDV�IRU

FRPSHWLWLRQ�� ZKLOH� WUDQVPLVVLRQ� ZDV� FKDUDFWHULVHG� DV� D� QDWXUDO

PRQRSRO\��1RQ�QXFOHDU�JHQHUDWLRQ�FDSDFLW\�ZDV�GLYLGHG�EHWZHHQ�WZR

QHZ� VXSSOLHUV�� 1DWLRQDO� 3RZHU� SOF� DQG� 3RZHUJHQ� SOF�� ZKLOH� DW� WKH

GLVWULEXWLRQ� HQG�� D� QXPEHU� RI� ORFDO� UHJLRQDO� HOHFWULFLW\� FRPSDQLHV

�5(&V��ZHUH�HVWDEOLVKHG��7KH�WUDQVPLVVLRQ�V\VWHP�ZDV�WDNHQ�RYHU�E\�D

QHZ�FRPSDQ\�NQRZQ�DV�1DWLRQDO�*ULG�SOF�

2Q�WKH�EDVLV�RI�/LWWOHFKLOG¶V�DQDO\VLV��D�GLVWLQFWLRQ�HPHUJHG�EHWZHHQ

UHJXODWLRQ�IRU�FRPSHWLWLRQ�DQG�UHJXODWLRQ�IRU�PRQRSRO\��,Q�WKH�FDVH�RI

WKH� IRUPHU�� WKH� WDVN� RI� WKH� UHJXODWRU�ZDV� WR� SURPRWH� FRPSHWLWLRQ� E\

SXWWLQJ�LQ�SODFH�WKH�FRQGLWLRQV�IRU�QHZ�PDUNHW�HQWUDQWV�WR�FRPSHWH�ZLWK

WKH�LQFXPEHQW�ILUP��,Q�WKH�FDVH�RI�WKH�ODWWHU��DQ�LQFHQWLYH�VWUXFWXUH�ZDV

WR�EH�SXW�LQ�SODFH�ZLWK�WKH�DLP�RI�VLPXODWLQJ�WKH�HIIHFWV�RI�FRPSHWLWLRQ�

7KLV� WRRN� WKH� IRUP�RI� WKH�53,�PLQXV� ;� SULFLQJ� IRUPXOD��ZKLFK�ZDV

ZULWWHQ�LQWR�WKH�OLFHQVHV�XQGHU�ZKLFK�WKH�QHZO\�SULYDWLVHG�FRPSDQLHV

ZHUH�DXWKRULVHG�WR�RSHUDWH��(VVHQWLDOO\��53,�PLQXV�;�UHTXLUHG�OLFHQVHHV

WR�OLPLW�WKH�SULFHV�RI�VHUYLFHV�VXSSOLHG�WR�WKH�FRQVXPHU�WR�WKH�OHYHO�RI

UHWDLO�SULFH�LQIODWLRQ�PLQXV�D�FHUWDLQ�DPRXQW�ZKLFK�WKH\�ZHUH�PHDQW�WR

UHFRXS�WKURXJK�HIILFLHQF\�VDYLQJV��,Q�WKLV�ZD\��WKH�IRUPXOD�ZDV�LQWHQGHG

WR�PLPLF� WKH� HIIHFWV� RI� FRPSHWLWLRQ� LQ� WHUPV� RI� H[SRVLQJ� LQHIILFLHQW

DVSHFWV� RI� WKH� FRPSDQ\¶V� RSHUDWLRQV� DW� WKH� VDPH� WLPH� DV� SURWHFWLQJ

FRQVXPHUV�IURP�H[FHVVLYH�SULFH�LQFUHDVHV��%LVKRS�HW�DO���������+HOP�

����E��%HHVOH\��������

,W� ZDV� DFFHSWHG� WKDW� WKH� SURPRWLRQ� RI� FRPSHWLWLRQ� FRXOG� QRW� RFFXU

RYHUQLJKW��DQG�VR�WKH�53,�PLQXV�;�SULFLQJ�IRUPXOD�ZDV�LQLWLDOO\�DSSOLHG

WR�QHDUO\�DOO�WKH�IRUPHU�VWDWH�HQWHUSULVHV��RQO\�WR�EH�PRGLILHG�DQG�LQ�VRPH

FDVHV�UHPRYHG�DW�D�ODWHU�SRLQW�DV�GLUHFW�FRPSHWLWLRQ�ZDV�LQWURGXFHG��7KLV

RFFXUUHG�LQ�WHOHFRPPXQLFDWLRQV��HOHFWULFLW\�DQG�JDV�LQ�WKH�PLG�����V�

8QGHU� WKH� V\VWHP�SXW� LQ�SODFH� E\� WKH� YDULRXV� SULYDWLVDWLRQ�$FWV�� WKH

LQGXVWU\�UHJXODWRUV�FRXOG�XVH�WKH�WKUHDW�RI�D�UHIHUHQFH�WR�WKH�KLJKHU�OHYHO

FRPSHWLWLRQ� DXWKRULW\�� WKH� 0RQRSROLHV� DQG� 0HUJHUV� &RPPLVVLRQ

�UHQDPHG�WKH�&RPSHWLWLRQ�&RPPLVVLRQ�LQ��������WR�DWWDFN�WKH�GRPLQDQW



��

PDUNHW�SRVLWLRQ�RI�WKH�LQFXPEHQWV�DQG�SURPRWH�PDUNHW�HQWU\��%\�WKHVH

PHDQV� /LWWOHFKLOG� KLPVHOI�� LQ� KLV� FDSDFLW\� DV� 'LUHFWRU�*HQHUDO� RI

(OHFWULFLW\�6XSSO\��REWDLQHG�XQGHUWDNLQJV�LQ������IURP�1DWLRQDO�3RZHU

DQG�3RZHUJHQ�WR�VHOO�RII�D�FHUWDLQ�SURSRUWLRQ�RI�WKHLU�JHQHUDWLRQ�FDSDFLW\

WR�ULYDO�FRPSDQLHV��$�FRPELQDWLRQ�RI�UHJXODWRU\�SUHVVXUH��JRYHUQPHQW

HQFRXUDJHPHQW�DQG�OHJLVODWLRQ�OHG�WR�WKH�EUHDN�XS�RI�%ULWLVK�*DV�LQWR

VHSDUDWH�SURGXFWLRQ�DQG�WUDQVPLVVLRQ�HQWLWLHV�DW�DERXW�WKH�VDPH�WLPH�

7KH�/LWWOHFKLOG�UHSRUWV�KDG�DVVXPHG�WKDW�WKH�QHHG�IRU�UHJXODWLRQ�ZRXOG

IDGH�DZD\�RQFH�FRPSHWLWLRQ�HVWDEOLVKHG�LWVHOI��,Q�SUDFWLFH��WKHUH�LV�OLWWOH

VLJQ�RI�WKLV�KDSSHQLQJ��LQ�SDUW�EHFDXVH�FRPSHWLWLRQ�KDV�EHHQ�VORZ�WR

GHYHORS��7KH�HVWDEOLVKHG�FRPSDQLHV�FRQWLQXH�WR�ZLHOG�VLJQLILFDQW�PDUNHW

SRZHU�� $V� D� UHVXOW�� WKH� LQGXVWU\� UHJXODWRUV� KDYH� KDG� WR� HQJDJH� LQ

µPDQDJHG�FRPSHWLWLRQ¶��QRW�MXVW�UHTXLULQJ�LQFXPEHQWV� WR�UHGXFH�WKHLU

PDUNHW�VKDUH�EXW�DOVR�UHJXODWLQJ�WUDQVPLVVLRQ�SULFHV��RYHUVHHLQJ�LQGXVWU\

VWDQGDUGV�DQG�UHJXODWLQJ�DFFHVV�WR�QHWZRUNV��+HOP������D��

,Q� D� PRUH� IXQGDPHQWDO� VHQVH�� LW� PD\� DOVR� EH� DUJXHG� WKDW� WKHUH� DUH

VWUXFWXUDO�UHDVRQV�IRU�WKH�FRQWLQXLQJ�UHOHYDQFH�RI�UHJXODWLRQ��QDPHO\�WKH

LQDELOLW\�RI�FRPSHWLWLRQ�RQ�LWV�RZQ�WR�PHHW�WKH�SXEOLF�VHUYLFH�REOLJDWLRQV

RI�WKH�XWLOLWLHV�LQ�D�UHOLDEOH�ZD\��7KLV�LV�LPSOLFLW�LQ�WKH�SULYDWLVDWLRQ�$FWV�

QRQH�RI�ZKLFK�PDNHV�WKH�SURPRWLRQ�RI�FRPSHWLWLRQ�WKH�SULQFLSDO�JRDO�RI

WKH�OHJLVODWLRQ��&RPSHWLWLRQ�ZDV�RQO\�PHQWLRQHG�IRU�WKH�ILUVW�WLPH�LQ�WKH

FRQWH[W�RI�HOHFWULFLW\�SULYDWLVDWLRQ��$V�7RQ\�3URVVHU�KDV�VXJJHVWHG��µLQ

DOO�IRXU�RI�WKH�PDLQ�XWLOLW\�UHJXODWLRQ�VWDWXWHV�WKHUH�LV�QR�VXJJHVWLRQ�WKDW

WKH� PD[LPLVDWLRQ� RI� HFRQRPLF� HIILFLHQF\� LV� WR� EH� WKH� RYHUULGLQJ

UHJXODWRU\�JRDO��LQGHHG��WKH�FRQFHSW�RI�XQLYHUVDO�VHUYLFH�ORRPV�ODUJH�LQ

WKRVH�GXWLHV¶��3URVVHU�������������$V�ZH�KDYH�DOUHDG\�VXJJHVWHG��WKHQ�

WKH� VWUXFWXUH�RI� UHJXODWLRQ� FRXOG�PRVW� DFFXUDWHO\�EH� FKDUDFWHULVHG� DV

SURPRWLQJ�FRPSHWLWLRQ�QRW�DV�D�JRDO�LQ�LWV�RZQ�ULJKW��EXW�DV�D�PHDQV�RI

DFKLHYLQJ�D�QXPEHU�RI�GLYHUVH�SROLF\�REMHFWLYHV��7KHVH�LQFOXGHG�QRW�MXVW

HIILFLHQF\� DQG� FRVW�HIIHFWLYHQHVV� EXW� DOVR� WKH� SURYLVLRQ� RI� HVVHQWLDO

VHUYLFHV�RQ�D�XQLYHUVDO�EDVLV��LQ�RWKHU�ZRUGV��DV�DQ�DVSHFW�RI�FLWL]HQVKLS�

7KH�TXDOLW\�DQG�FRQVLVWHQF\�RI�VXSSO\�ZDV�DOVR�D�PDWWHU�RYHU�ZKLFK�WKH

LQGXVWU\� UHJXODWRUV� DFTXLUHG� SRZHUV� RI� LQWHUYHQWLRQ�� XQGHU� WKH



��

&RPSHWLWLRQ�DQG�6HUYLFHV��8WLOLWLHV��$FW������

�����7KH�LPSDFW�RI�WKH�UHJXODWRU\�IUDPHZRUN�RQ�FRUSRUDWH�VWUDWHJLHV

ZLWK�UHJDUG�WR�UHGXQGDQF\

7KH� SULYDWLVHG� XWLOLW\� FRPSDQLHV� KDYH� EHHQ� SODFHG� XQGHU� D� VHW� RI

SDUWLFXODU�SUHVVXUHV�RU�FRQVWUDLQWV��WKH\�DUH�UHTXLUHG�E\�WKH�UHJXODWRU\

IUDPHZRUN�WR�PDLQWDLQ�TXDOLW\�DQG�UHOLDELOLW\�RI�VXSSO\��DW�WKH�VDPH�WLPH

DV� WKH� WKUHDW�RI� FRPSHWLWLRQ�DQG� WKH�RSHUDWLRQ�RI� WKH�53,�;� IRUPXOD

IRUFHV�WKHP�WR�FXW�FRVWV�DQG�VWUHDPOLQH�WKHLU�RSHUDWLRQV��$�IXUWKHU�VRXUFH

RI�SUHVVXUHV�FRPHV�IURP�WKH�ZD\�LQ�ZKLFK�WKH�UHJXODWRU\�IUDPHZRUN

LQWHUDFWV� ZLWK� WKH� RSHUDWLRQ� RI� WKH� VWRFN� PDUNHW�� 7KH� IRUPHU� VWDWH

HQWHUSULVHV�ZHUH�DOO�SULYDWLVHG�DV�SXEOLF�OLPLWHG�FRPSDQLHV�ZLWK�VWRFN

H[FKDQJH�OLVWLQJV��$V�VXFK�WKH\�VRRQ�FDPH�XQGHU�WKH�QRUPDO�SUHVVXUHV

WR� PHHW� VKDUHKROGHUV¶� H[SHFWDWLRQV� RI� KLJK� UDWHV� RI� UHWXUQ� RQ

LQYHVWPHQWV�� 7KHVH� SUHVVXUHV� ZHUH� LQWHQVLILHG� ZKHQ�� LQ� ������ WKH

JRYHUQPHQW�VROG�LWV�UHVLGXDO�VKDUHKROGLQJV��WKH�VR�FDOOHG�µJROGHQ�VKDUHV¶�

WKHUHE\� WULJJHULQJ� WKH� SRVVLELOLW\� RI� PHUJHUV� RQ� WKH� EDVLV� RI� KRVWLOH

WDNHRYHUV�� $�ZDYH� RI�PHUJHUV� IROORZHG� LQ� WKH� HOHFWULFLW\� DQG�ZDWHU

LQGXVWULHV��ZLWK�D�GHJUHH�RI�ERWK�KRUL]RQWDO�DQG�YHUWLFDO�UH�LQWHJUDWLRQ

DQG�WKH�JURZLQJ�LQYROYHPHQW�RI�RYHUVHDV�FRPSDQLHV��SDUWLFXODUO\�IURP

WKH� 86$� DQG� )UDQFH��� $OWKRXJK� VRPH� PHUJHUV� ZHUH� EORFNHG� RQ

FRPSHWLWLRQ�JURXQGV��VHYHUDO�ZHUH�DOORZHG��VR�WKDW�WKH�GLVFLSOLQDU\�WKUHDW

RI�D�KRVWLOH�WDNHRYHU�UHPDLQHG�UHDO��+HQFH�DOO�FRPSDQLHV��DQG�QRW�MXVW

WKRVH�ZKLFK�ZHUH�LQYROYHG�LQ�PHUJHU�DFWLYLW\��ZHUH�DIIHFWHG�E\�WKH�QHHG

WR�PDLQWDLQ�D�KLJK�VKDUH�SULFH�DV�WKH�EHVW�GHIHQFH�DJDLQVW�WKH�WKUHDW�RI�D

KRVWLOH�WDNHRYHU��,Q�SUDFWLFH��WKLV�ZDV�WUDQVODWHG�LQWR�IXUWKHU�HIIRUWV�WR�FXW

FRVWV�LQ�RUGHU�WR�GHPRQVWUDWH�WR�WKH�VWRFN�PDUNHW�WKDW�DOO�HIIRUWV�ZHUH

EHLQJ�PDGH�WR�UHPRYH�VRXUFHV�RI�ZDVWH�DQG�LQHIILFLHQF\�

'HIHQGHUV�RI�WKH�WDNHRYHU�PHFKDQLVP��WKH�µPDUNHW�IRU�FRUSRUDWH�FRQWURO¶�

DUJXH� WKDW� LW� VHUYHV� WZR� XVHIXO� SXUSRVHV� IURP� WKH� SRLQW� RI� YLHZ� RI

HFRQRPLF� HIILFLHQF\� �-HQVHQ�� ��������� )LUVWO\�� LW� SURYLGHV� LQFXPEHQW

PDQDJHUV�ZLWK�SRZHUIXO�LQFHQWLYHV�WR�PHHW�VKDUHKROGHUV¶�H[SHFWDWLRQV

DV�D�ZD\�RI�VWDYLQJ�RII�WKH�WKUHDW�RI�D�WDNHRYHU�ELG��6HFRQGO\��LW�LQGXFHV



��

UHVWUXFWXULQJV�ZKLFK�IUHH�XS�UHVRXUFHV� WR�IORZ�WR�PRUH�HIILFLHQW�XVHV

ZLWKLQ�WKH�HFRQRP\��7KXV�PHDVXUHV�ZKLFK�DUH�IUHTXHQWO\�WDNHQ�E\�WDUJHW

FRPSDQLHV�WR�UHDOLVH�VKDUHKROGHU�YDOXH�LQ�DQ�DWWHPSW�WR�IRUHVWDOO�KRVWLOH

ELGV��VXFK�DV�DVVHW�VDOHV��FDQ�EH�VHHQ�DV�SURPRWLQJ�DOORFDWLYH�HIILFLHQF\�

:KDWHYHU�WKH�ZLGHU�PHULW�RI�WKHVH�DUJXPHQWV��WKHLU�DSSOLFDWLRQ�WR�WKH

UHVWUXFWXULQJ�RI� WKH�ZDWHU� DQG�HOHFWULFLW\� LQGXVWULHV� LQ� WKH�PLG�����V

PXVW�EH�VHHQ�LQ�WKH�FRQWH[W�RI�WKH�SDUWLFXODU�FLUFXPVWDQFHV�XQGHU�ZKLFK

WKHVH�VHFWRUV�KDG�EHHQ�SULYDWLVHG�DQG�WKH�UHJXODWRU\�FRQGLWLRQV�XQGHU

ZKLFK� FRPSDQLHV� ZHUH� RSHUDWLQJ�� 7KHVH� FRPELQHG� WR� SODFH� VWURQJ

LQFHQWLYHV�XSRQ�PDQDJHUV�WR�VKHG�ODERXU�DV�D�UHVSRQVH�WR�VKDUHKROGHU

SUHVVXUHV� WR�PDLQWDLQ�GLYLGHQGV��5HVHDUFK�RQ�FRUSRUDWH� UHVWUXFWXULQJ

FDUULHG�RXW�E\�WKH�8QLYHUVLW\�RI�&DPEULGJH�UHFRUGHG�WKH�IROORZLQJ�YLHZ

RI�D�XWLOLW\�PDQDJHU��LQWHUYLHZHG�LQ������

µ/HYHOV�RI�GLYLGHQGV�FDQ�EH�PDLQWDLQHG�DQG�FDSLWDO�JURZWK�FDQ�EH

DFKLHYHG� E\� FXWWLQJ� FHUWDLQ� FRVWV�� 0RVW� FRVWV� DUH� JRLQJ� GRZQ

DQ\ZD\�EHFDXVH�RI�QHZ�WHFKQRORJ\��DQG�WKH�SULFH�RI�HOHFWULFLW\�LV

IDOOLQJ�� %XW� WKH� ELJ� IDFWRU� LV� WKH� ZDJH� DQG� VDODU\� ELOO� WKDW� WKH

FRPSDQLHV�FDQ�FRQWURO��6R�ODERXU�LV�EHLQJ�VKHG�DW�WKH�VDPH�WLPH�DV

LQYHVWPHQWV�LQ�FDSLWDO�DUH�EHLQJ�PDGH«�WKH�UHJXODWRU\�VWUXFWXUH

IDYRXUV�ODERXU�VKHGGLQJ�¶

$QDO\VHV� FRQILUP� WKDW� LQ� PDQ\� VHFWRUV�� µODERXU� LV� RIWHQ� WKH� ODUJHVW

FRPSRQHQW�RI�FRVW�DQG�� LI� VXSSOLHUV�FDQQRW�EH� VTXHH]HG� IXUWKHU�� LV� LW

XVXDOO\� WKH� RQO\� PDMRU� FRQWUROODEOH� LWHP¶�)URXG� HW� DO��� ������� (YHQ

FRPSDQLHV�ZLWK�D�JRRG�JURZWK�UHFRUG�FDQ�ILQG�WKHPVHOYHV�LQ�D�SRVLWLRQ

ZKHUH� WKH\� FDQ� RQO\� PHHW� VKDUHKROGHU� H[SHFWDWLRQV� E\� HQJDJLQJ� LQ

PHUJHU� DQG� WDNHRYHU� DFWLYLW\��7KLV� LV� LQ� ODUJH� SDUW� EHFDXVH� VR�FDOOHG

KRUL]RQWDO�PHUJHUV��WKDW�LV��PHUJHUV�EHWZHHQ�FRPSDQLHV�PDNLQJ�VLPLODU

SURGXFWV�� JLYH� ULVH� WR� SRVVLELOLWLHV� WR� FXW� ODERXU� FRVWV� LQ� DUHDV� RI

GXSOLFDWLRQ�

,W�LV�WKXV�QRW�VXUSULVLQJ�WKDW�WKH�ZDYH�RI�PHUJHU�DQG�WDNHRYHU�DFWLYLW\�LQ

WKH� XWLOLWLHV� VHFWRUV� LQ� WKH� SHULRG� ���������� OHG� WR� VXEVWDQWLDO



��

UHGXQGDQFLHV��ERWK�SULRU�WR�WDNHRYHUV��DV�WDUJHW�FRPSDQLHV�DWWHPSWHG�WR

SHUVXDGH�WKHLU�VKDUHKROGHUV�WKDW�WKH\�FRXOG�UHDOLVH�YDOXH�IRU�WKHP��DQG

DIWHU�WKHP��DV�PHUJHG�FRPSDQLHV�GLVSHQVHG�ZLWK�HPSOR\HHV�ZKR�ZHUH

QRZ� VXUSOXV� WR� UHTXLUHPHQWV��� $OWKRXJK� WKLV� SURFHVV� KDV� HQDEOHG

VKDUHKROGHU�YDOXH�WR�EH�UHDOLVHG��LW�LV�TXHVWLRQDEOH�KRZ�IDU�LW�LV�FRQVRQDQW

ZLWK� WKH� SXEOLF� VHUYLFH� JRDOV� RI� XWLOLW\� UHJXODWLRQ�� +HUH�� WKH� XWLOLW\

FRPSDQLHV�DUH�VTXHH]HG�EHWZHHQ�WKH�QHHG�WR�PHHW�WKH�VHUYLFH�REOLJDWLRQV

LPSRVHG�RQ�WKHP�E\�UHJXODWLRQ�DQG�OLPLW�SULFH�LQFUHDVHV�WR�FRQVXPHUV�

ZKLOH�DOVR�VDWLVI\LQJ�WKH�GHPDQGV�RI�WKH�VWRFN�PDUNHW�IRU�D�KLJK�UDWH�RI

UHWXUQ�RQ�FDSLWDO��7KH�HIIHFW�RI� ODERXU�VKHGGLQJ�LV� WKDW� WKH� ORQJ�WHUP

UHOLDELOLW\�RI�VXSSO\�LV�XQGHU�WKUHDW��DV�WUDLQHG�ZRUNHUV�DUH�QRW�UHSODFHG�

,Q�WKH�ZRUGV�RI�D�XWLOLW\�PDQDJHU�LQWHUYLHZHG�IRU�WKH�&DPEULGJH�UHVHDUFK

SURMHFW�

µ:H� GLG� QRW� UHFUXLW� DIWHU� SULYDWLVDWLRQ�� 7KHUH� ZDV� LPSOLFLW

GRZQVL]LQJ��FRQWUDFWRUV�ZHUH�HPSOR\HG�DQG�WKDW�ZDV�FKDUJHG�WR

WKH�FDSLWDO�DFFRXQW��1RZ�ZH�KDYH�WR�UHWLUH�SHRSOH�RYHU����WR�JHW

WKH�QHFHVVDU\�VDYLQJ��%XW�ZH�KDYH�JRQH�DV�IDU�DV�ZH�FDQ�JR��7KHUH

DUH�QR�PRUH�ODERXU�VDYLQJV�WR�EH�PDGH��$QG�HYHU\�FRPSDQ\�LV�LQ

WKH� VDPH� SRVLWLRQ�� 7KH� IXQGDPHQWDO� SUREOHP� LV� WKDW� WKH

FRPELQDWLRQ� RI� PDUNHW� JURZWK� DQG� SURGXFWLYLW\� JURZWK� LV� QRW

VXIILFLHQW�WR�PDLQWDLQ�RXU�VWRFN�PDUNHW�SRVLWLRQ�«�WKHUHIRUH�FRVW

FXWWLQJ�DQG� UHYHQXH� UDLVLQJ�E\� LQFUHDVLQJ�FKDUJHV�KDV�SULRULW\"

:LOO�WKH�FXVWRPHUV�XQGHUVWDQG�LI�SULFHV�JR�XS�WR�PHHW�VKDUHKROGHU

GHPDQG"¶

7KLV�FRPPHQW�VXJJHVWV�WKDW� WKHUH�LV�D� OLPLW� WR�KRZ�IDU� ODERXU�FDQ�EH

VDIHO\�GLVSHQVHG�ZLWK��EXW�QR�REYLRXV�VROXWLRQ� IRU�FRPSDQLHV�ZKRVH

HPSOR\PHQW�OHYHOV�KDYH�DOUHDG\�EHHQ�VHYHUHO\�FXW�EDFN��2QH�SRVVLELOLW\

LV� WKH� GHYHORSPHQW� RI� DUUDQJHPHQWV� DLPHG� DW� HQKDQFLQJ� HPSOR\HH

SHUIRUPDQFH��WR�ZKLFK�ZH�WXUQ�QH[W�

����� 7KH� HPSOR\PHQW� UHODWLRQVKLS�� LQGLYLGXDOLVDWLRQ� RU

µSDUWQHUVKLS¶"



��

7KHUH�LV�HYLGHQFH�WR�VXJJHVW�WKDW�SULYDWLVDWLRQ�DQG�JURZLQJ�FRPSHWLWLRQ

LQ� SURGXFW� PDUNHWV� ZHUH� FDWDO\VWV� IRU� GHUHFRJQLWLRQ� �WKDW� LV�� WKH

ZLWKGUDZDO�RI�HPSOR\HUV� IURP�FROOHFWLYH�EDUJDLQLQJ�� LQ�D�QXPEHU�RI

VHFWRUV�� LQFOXGLQJ� WKH�XWLOLWLHV�� LQ� WKH�HDUO\� WR�PLG�����V��:KHUH� WKLV

RFFXUUHG��YDULRXV�IRUPV�RI�LQGLYLGXDOLVDWLRQ�RI�SD\�DQG�FRQGLWLRQV�RI

HPSOR\PHQW� UHVXOWHG��+RZHYHU�� FRXQWHUYDLOLQJ� WHQGHQFLHV� KDYH� DOVR

EHHQ�DW�ZRUN��'XULQJ�WKH�VDPH�SHULRG��VRPH�XWLOLW\�FRPSDQLHV�IROORZHG

D�VWUDWHJ\�RI�VWUHQJWKHQLQJ�OLQNV�ZLWK�WUDGH�XQLRQV��HYHQ�JRLQJ�VR�IDU�DV

WR�UHLQWURGXFH�UHFRJQLWLRQ�IRU�WKH�SXUSRVHV�RI�FROOHFWLYH�EDUJDLQLQJ�LQ

FRPSDQLHV�ZKLFK�WKH\�KDG�WDNHQ�RYHU��7KLV�VWUDWHJ\�ZDV�SXUVXHG�LQ�ODUJH

SDUW�EHFDXVH�RI�D�SHUFHSWLRQ�WKDW�WKH�JRRGZLOO�DQG�FRRSHUDWLRQ�RI�WKH

ZRUNIRUFH�ZHUH� QHHGHG� LQ� RUGHU� IRU� WKH� FRPSDQ\� WR�PHHW� LWV� SXEOLF

VHUYLFH�UHTXLUHPHQWV��DV�ZHOO�DV�LWV�FRPPHUFLDO�H[SHFWDWLRQV��$JDLQ��ZH

FDQ� REVHUYH� D� QXPEHU� RI� FRPSOH[� DQG� RYHUODSSLQJ� HIIHFWV� RI� WKH

UHJXODWRU\�IUDPHZRUN�RQ�FRPSDQ\�VWUDWHJLHV�

&RPSDQLHV�ZKLFK�ZHQW�GRZQ� WKH� URXWH�RI�GHUHFRJQLWLRQ�GLG�VR�YHU\

RIWHQ�RXW�RI�D�SHUFHSWLRQ�WKDW�µWKH�HPSOR\PHQW�SUDFWLFHV�DQG�LQGXVWULDO

UHODWLRQV� WUDGLWLRQV� WKDW� WKH\� KDG� LQKHULWHG� ZHUH� WHUPLQDOO\

XQFRPSHWLWLYH¶� �%URZQ�HW��DO��������������7KH� WUDGLWLRQ�RI� WKH�SXEOLF

VHFWRU�ZDV�RQH�RI�GHWDLOHG�DUUDQJHPHQWV�IRU�SD\�GHWHUPLQDWLRQ�EDVHG�RQ

FRPSOH[� DQG� ULJLG� MRE� FODVVLILFDWLRQV�� RIWHQ� VHW� E\� QDWLRQDO�OHYHO

FROOHFWLYH�DJUHHPHQWV��,Q�WKH�FDVH�RI�ZDWHU�DQG�HOHFWULFLW\��SULYDWLVDWLRQ�

E\�EUHDNLQJ�XS�WKH�SUHYLRXVO\�LQWHJUDWHG�VWUXFWXUH�RI�WKH�LQGXVWU\��JDYH

LQGLYLGXDO� FRPSDQLHV� WKH� RSSRUWXQLW\� WR� EUHDN� DZD\� IURP� QDWLRQDO

DJUHHPHQWV��,W�ZDV�DOVR�VLJQLILFDQW�WKDW�WKLV�RFFXUUHG�DW�D�WLPH�RI�WUDGH

XQLRQ�ZHDNQHVV��WKDQNV�WR�D�FRPELQDWLRQ�RI�OHJDO�DQG�HFRQRPLF�IDFWRUV�

XQLRQV�ZHUH�QRW�LQ�D�VWURQJ�SRVLWLRQ�WR�GHIHQG�QDWLRQDO�OHYHO�EDUJDLQLQJ�

7R� WKDW� H[WHQW�� HYHQWV� LQ� WKH�XWLOLWLHV�ZHUH�SDUW�RI� D�ZLGHU�SDWWHUQ�RI

GHFOLQH�LQ�PXOWL�HPSOR\HU�EDUJDLQLQJ�LQ�%ULWDLQ�DW�WKLV�WLPH�

7KH� OHJDO� IUDPHZRUN�ZDV� DOVR� IDYRXUDEOH� WR� FRPSOHWH�GHUHFRJQLWLRQ

GXULQJ�WKLV�SHULRG��(PSOR\HUV�ZHUH�QRW��WKHQ��XQGHU�DQ\�VWDWXWRU\�GXW\

WR�HQWHU�LQWR�FROOHFWLYH�EDUJDLQLQJ�ZLWK�WUDGH�XQLRQV��HYHQ�WKRVH�ZKLFK

FRXOG� VKRZ� WKDW� WKH\� ZHUH� UHSUHVHQWDWLYH� RI� WKH� ZRUNIRUFH� RU� D
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VLJQLILFDQW�SDUW�RI�LW��(PSOR\HUV�DOVR�KDG�WKH�ULJKW�WR�ZLWKGUDZ�IURP�DQ

H[LVWLQJ�FROOHFWLYH�DJUHHPHQW�ZLWKRXW�IHDULQJ�D�OHJDO�VDQFWLRQ��VLQFH�LW�LV

D�ORQJ�VWDQGLQJ�SULQFLSOH�RI�%ULWLVK�ODERXU�ODZ�WKDW�FROOHFWLYH�DJUHHPHQWV

GR�QRW�KDYH�OHJDO�HIIHFW�EHWZHHQ�WKH�HPSOR\HU�DQG�WUDGH�XQLRQ�FRQFHUQHG

XQOHVV�FHUWDLQ�VWHSV�DUH�WDNHQ�WR�PDNH�LW�FOHDU�WKDW�WKH\�DUH�UHJDUGHG�DV

OHJDOO\�ELQGLQJ��)HZ�DJUHHPHQWV�FRQWDLQ�WKH�QHFHVVDU\�SURYLVLRQV��:KLOH

LW�ZDV��DQG�LV��WKH�FDVH�WKDW�WKH�QRUPDWLYH�WHUPV�RI�FROOHFWLYH�DJUHHPHQWV

PD\� EH� LQFRUSRUDWHG� LQWR� LQGLYLGXDO� FRQWUDFWV� RI� HPSOR\PHQW�� WKHVH

WHUPV�FDQ� DOZD\V�EH�YDULHG�E\� DQ� LQGLYLGXDO� DJUHHPHQW� EHWZHHQ� WKH

HPSOR\HU�DQG�HPSOR\HH��7KXV��XQGHU�JHQHUDO�HPSOR\PHQW�ODZ��WKHUH�LV

DOZD\V� VFRSH� IRU� µLQGLYLGXDOLVDWLRQ¶� RI� WHUPV� DQG� FRQGLWLRQV� RI

HPSOR\PHQW�LQ�WKLV�VHQVH��%URZQ�HW��DO���������FK�����

(YLGHQFH� RQ� WKH� SUDFWLFH� RI� GHUHFRJQLWLRQ� LV� DYDLODEOH� IURP� WKH

&DPEULGJH�8QLYHUVLW\�VWXG\�RQ�LQGLYLGXDOLVDWLRQ�ZKLFK�ZDV�FDUULHG�RXW

IRU� WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\� LQ����������%URZQ�HW��DO��

�������$URXQG�ILIWHHQ�FDVH�VWXGLHV�ZHUH�FRQGXFWHG�LQ�FRPSDQLHV�ZKLFK

KDG�ZLWKGUDZQ�IURP�FROOHFWLYH�EDUJDLQLQJ�DW�VRPH�VWDJH�LQ�WKH�SUHYLRXV

ILYH�\HDUV�RU�VR��7KH�PHFKDQLVP�FKRVHQ�WR�LPSOHPHQW�GHUHFRJQLWLRQ�E\

FHUWDLQ�XWLOLW\�FRPSDQLHV��DQG�E\�HPSOR\HUV�LQ�D�QXPEHU�RI�RWKHU�VHFWRUV�

ZDV� WR� RIIHU� LQGXFHPHQWV� IRU� HPSOR\HHV� WR� DJUHH� QHZ� FRQWUDFWV� RI

HPSOR\PHQW��XQGHU�ZKLFK�WKHLU�SD\�DQG�FRQGLWLRQV�ZRXOG�QR�ORQJHU�EH

FRYHUHG�E\�WKH�FROOHFWLYH�DJUHHPHQW��7KH�W\SH�RI�LQGXFHPHQWV�RIIHUHG

LQFOXGHG� RQH�RII� SD\� LQFUHDVHV�� SURYLVLRQ� RI� KHDOWK� FDUH�� DQG

LPSURYHPHQWV�LQ�EDVH�SD\��,Q�UHWXUQ��HPSOR\HUV�REWDLQHG�D�FRPSUHVVLRQ

RI� SD\� JUDGHV�� DQG� PDQ\� QHZ� HPSOR\PHQW� FRQWUDFWV� LQFRUSRUDWHG

UHIHUHQFHV�WR�D�KLJK�GHJUHH�RI�IOH[LELOLW\�RYHU�MRE�GHILQLWLRQ�DQG�IXQFWLRQ

�%URZQ�HW��DO���������FK������7KLV�UHVHDUFK�DOVR�IRXQG�WKDW�ZKLOH��LQ�VRPH

FDVHV��XQLRQV�SXW�XS�UHVLVWDQFH�LQ�WKH�IRUP�RI�VWULNH�DFWLRQ��WKLV�TXLWH

RIWHQ�IL]]OHG�RXW�DQG�WKH�YDVW�PDMRULW\�RI�HPSOR\HHV�DFFHSWHG�WKH�QHZ

WHUPV�ZKHQ�LW�EHFDPH�FOHDU�WKDW�WKH�HPSOR\HU�ZDV�QR�ORQJHU�JRLQJ�WR

QHJRWLDWH�RQ�WKH�EDVLV�RI�WKH�ROG�FROOHFWLYH�DJUHHPHQW��LELG���FK�����

7KH�QDWXUH�RI�WKH�UHVXOWLQJ�µLQGLYLGXDOLVDWLRQ¶�ZDV�DOVR�WKH�VXEMHFW�RI

HPSLULFDO� UHVHDUFK��7KLV� IRXQG� WKDW� µSURFHGXUDO¶� LQGLYLGXDOLVDWLRQ��RU

GHUHFRJQLWLRQ�� ZDV� PXFK� PRUH� ZLGHVSUHDG� WKDQ� µVXEVWDQWLYH¶
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LQGLYLGXDOLVDWLRQ��RU�WKH�GLIIHUHQWLDWLRQ�RI�SD\�DQG�FRQGLWLRQV�DFFRUGLQJ

WR� LQGLYLGXDO� SHUIRUPDQFH��$OWKRXJK� µSHUIRUPDQFH� DSSUDLVDO¶�� RU� WKH

VHWWLQJ� RI� SD\� E\� UHIHUHQFH� WR� DQ� DSSUDLVDO� RI� WKH� LQGLYLGXDO¶V

SHUIRUPDQFH��ZDV�YHU\�ZLGHVSUHDG�LQ�WKH�DIWHUPDWK�RI�GHUHFRJQLWLRQ�

PRVW�ILUPV�VXUYH\HG�FRPELQHG�DSSUDLVDO�ZLWK�JHQHUDOLVHG�SD\�LQFUHDVHV

IRU�DOO�HPSOR\HHV��0RVW�ILUPV�KDG�V\VWHPV�ZKLFK�VHW�OLPLWV�WR�KRZ�IDU�DQ

LQGLYLGXDO¶V�SD\�FRXOG�EH�LQFUHDVHG�RQ�SHUIRUPDQFH�UHODWHG�JURXQGV��DQG

WKHUH�ZDV�FRQVLGHUDEOH�µEXQFKLQJ¶�RI�LQFUHDVHV�LQ�SUDFWLFH��,Q�SDUW�WKLV

ZDV�GRQH� LQ�RUGHU� WR�DYRLG�DFFXVDWLRQV�RI�XQIDLUQHVV�RU� LQFRQVLVWHQW

WUHDWPHQW��PDQ\�SHUVRQQHO�PDQDJHUV�ZHUH�DFXWHO\�DZDUH�RI�WKH�GDQJHUV

RI�GHPRWLYDWLRQ�RI�HPSOR\HHV��2QH�FRPPHQWHG��µZH�KDYH�PDGH�SD\�ULVHV

D�GHPRWLYDWRU�IRU�\HDUV�QRZ¶��%URZQ�HW�DO�������������

7KHUH� ZHUH� IXUWKHU� FRQVWUDLQWV� RQ� WKH� H[WHQW� RI� VXEVWDQWLYH

LQGLYLGXDOLVDWLRQ��$V�SD\�JUDGHV�ZHUH�FRPSUHVVHG�IROORZLQJ�WKH�UHPRYDO

RI� FROOHFWLYH� EDUJDLQLQJ�� QRQ�SD\� WHUPV� DQG� FRQGLWLRQV� EHFDPH�� LI

DQ\WKLQJ�� PRUH� VWDQGDUGLVHG� WKDQ� WKH\� KDG� EHHQ� EHIRUH�� &RPSDQLHV

ZKLFK� KDG� ZLWKGUDZQ� IURP� PXOWLSOH� DJUHHPHQWV� ZLWK� WUDGH� XQLRQV

UHSUHVHQWLQJ�SDUWLFXODU�JURXSV�ZLWKLQ�WKH�ZRUNIRUFH�WRRN�WKH�RSSRUWXQLW\

WR�UHPRYH�ZKDW�WKH\�QRZ�VDZ�DV�REVROHWH�GLYLVLRQV�EDVHG�RQ�PDQXDO

YHUVXV� QRQ�PDQXDO� VWDWXV�� RU� EHWZHHQ� µFUDIW¶� ZRUNHUV� DQG� µSURFHVV¶

ZRUNHUV�� 7KH� GHPDQGV� RI� WHDPZRUNLQJ�� WKH� QHHG� WR� FUHDWH� D� µIODW¶

VWUXFWXUH�RI�EDVLF�WHUPV�DQG�FRQGLWLRQV�LQ�WKH�LQWHUHVWV�RI�HTXLW\��DQG�WKH

WUDQVDFWLRQ� FRVWV� RI� DGPLQLVWHULQJ� GLIIHUHQW� FRQWUDFW� WHUPV�� DOVR

FRPELQHG�WR�LQFUHDVH�WKH�GHJUHH�RI�VWDQGDUGLVDWLRQ�

&KDQJHV� RI� WKLV� NLQG� FDQ� EH� YLHZHG� DV� SDUW� RI� D� SURFHVV� RI� GH�

FROOHFWLYLVDWLRQ� ZKLFK� UHVXOWHG� IURP� WKH� LQFUHDVLQJ� SUHVVXUH� RQ

HPSOR\HUV�WR�PHHW�WKH�GHPDQGV�RI�FRPSHWLWLRQ�LQ�WKHLU�SURGXFW�PDUNHWV�

+RZHYHU�� DQ� DOWHUQDWLYH� LQWHUSUHWDWLRQ� ZRXOG� EH� WKDW� PDQ\� RI� WKHVH

KXPDQ�UHVRXUFH�SUDFWLFHV�ZHUH�FRPSDWLEOH�ZLWK�D�FRQWLQXLQJ�UROH�IRU

WUDGH�XQLRQV�LQ�WKH�ZRUNSODFH��DQG�ZHUH�QRW�VSHFLILF�WR�HPSOR\HUV�ZKR

FKRVH�WR�JR�GRZQ�WKH�URXWH�RI�GHUHFRJQLWLRQ��(YLGHQFH�IRU�WKLV�YLHZ�PD\

EH�IRXQG�LQ�D�VHULHV�RI�FDVH�VWXGLHV�RI�FRPSDQLHV�LQ�ZKLFK�UHFRJQLWLRQ

ULJKWV� KDG� EHHQ� UHWDLQHG�� FKRVHQ� WR� PDWFK� WKH� RULJLQDO� VDPSOH� RI
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GHUHFRJQLVLQJ� ILUPV�� ,W� ZDV� IRXQG� WKDW� PRVW� RI� WKH� ILUPV� UHWDLQLQJ

UHODWLRQV� ZLWK� WUDGH� XQLRQV� KDG� DOVR� LPSOHPHQWHG� VRPH� IRUP� RI

SHUIRUPDQFH�DSSUDLVDO��DQG�WKDW�WKH\�KDG�DOVR�DFKLHYHG�D�FRPSUHVVLRQ�RI

SD\�JUDGHV�DQG�JUHDWHU�IOH[LELOLW\�RYHU�MRE�GHILQLWLRQV�DQG�WDVNV��DV�ZHOO

DV�ZRUNLQJ�WLPH�IOH[LELOLW\��)LUPV�LQ�ERWK�FDWHJRULHV�KDG�EHHQ�HTXDOO\

VXFFHVVIXO�LQ�OLQNLQJ�SD\�WR�H[WHUQDO�PDUNHW�FRQGLWLRQV��2QH�VLJQLILFDQW

GLIIHUHQFH��KRZHYHU��LQ�WKH�WZR�XWLOLW\�FRPSDQLHV�ZKRVH�SUDFWLFH�ZHUH

FRPSDUHG�LQ�WKLV�ZD\��ZDV�GHVFULEHG�DV�IROORZV�

µ7KH�>FRPSDQ\@�WKDW�GHUHFRJQLVHG�XQLRQV«�GLG�VR�SDUWO\�LQ�RUGHU

WR� EH� DEOH� WR� OLQN� LQGLYLGXDO� SD\� ULVHV� WR� SHUIRUPDQFH� DQG

FRPSHWHQFH�� %\� FRQWUDVW�� >WKH� RWKHU@�� ZKLFK� IRVWHUV� LWV� XQLRQ

UHODWLRQV�DQG�PDNHV�FRQVLGHUDEOH�XVH�RI�LQGLYLGXDO�SHUIRUPDQFH

DSSUDLVDO��PDGH�D�YLUWXH�RI�QRW�OLQNLQJ�SD\�WR�SHUIRUPDQFH�DQG�RI

FKRRVLQJ�LQVWHDG�WR�UHZDUG�KLJK�SHUIRUPHUV�ZLWK�PRUH�V\PEROLF

PDUNV�RI�SHUVRQDO�UHFRJQLWLRQ¶��%URZQ�HW�DO��������������

1RWZLWKVWDQGLQJ� VLPLODULWLHV� EHWZHHQ� WKH� DSSURDFKHV� RI� WKH

GHUHFRJQLVLQJ�ILUPV�DQG�WKHLU�FRXQWHUSDUWV��WKH�VWUDWHJLHV�ZKLFK�WKH�ODWWHU

ZHUH� SXUVXLQJ� ZHUH� RIWHQ� GLVWLQFW� LQ� WKH� OLPLWV� WKH\� VHW� WR

LQGLYLGXDOLVDWLRQ�

7KH�UHWHQWLRQ�RI�D�FROOHFWLYH�IUDPHZRUN�IRU�HPSOR\HH�UHSUHVHQWDWLRQ�

XQGHU�FLUFXPVWDQFHV�ZKHUH�LW�ZDV�QRW�OHJDOO\�PDQGDWHG��KDV�IRUPHG�SDUW

RI�WKH�DSSURDFK�RI�QXPHURXV�HPSOR\HUV�LQ�%ULWDLQ�ZKRVH�VWUDWHJ\�KDV

YDULRXVO\�EHHQ�GHVFULEHG�LQ�WHUPV�RI�D�µSDUWQHUVKLS¶�RU�µVWDNHKROGLQJ¶

RULHQWDWLRQ��&DVH�VWXG\�UHVHDUFK�VXJJHVWV�WKDW�WKH�UROH�RI�WKH�WUDGH�XQLRQ

LQ�VXFK�D�VLWXDWLRQ�LV�TXLWH�GLIIHUHQW�IURP�WKH�WUDGLWLRQDO�FRQFHSWLRQ�RI�LWV

IXQFWLRQ�XQGHU�FROOHFWLYH�EDUJDLQLQJ��,Q�SDUW��WKLV�PD\�EH�D�UHIOHFWLRQ�RI

XQLRQ� ZHDNQHVV�� WKH� GHJUHH� WR� ZKLFK� HYHQ� UHFRJQLVHG� XQLRQV� FDQ

H[HUFLVH�EDUJDLQLQJ�SRZHU�RYHU�SD\�DQG�FRQGLWLRQV�KDV�EHHQ�UHGXFHG�DV

D�FRQVHTXHQFH�RI�ERWK�HFRQRPLF�DQG�OHJDO�IDFWRUV��+RZHYHU��WKLV�LV�QRW

WKH�ZKROH�SLFWXUH��VLQFH�PDQ\�µSDUWQHUVKLS¶�DJUHHPHQWV�DOVR�HQYLVDJH�DQ

H[SDQVLRQ� RI� XQLRQ� LQYROYHPHQW� LQ�PDWWHUV� VXFK� DV� WUDLQLQJ�� DQG� DQ

H[WHQVLYH�UROH�LQ�UHSUHVHQWLQJ�WKH�YLHZV�RI�HPSOR\HHV�RQ�PDWWHUV�RI�ZRUN
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RUJDQLVDWLRQ�DQG�KHDOWK�DQG�VDIHW\�

6RPH� RI� WKH� WHQVLRQV� DQG� SRVVLEOH� FRQWUDGLFWLRQV� RI� µSDUWQHUVKLS¶

DJUHHPHQWV�LQ�WKH�XWLOLWLHV�DUH�LOOXVWUDWHG�E\�D�FDVH�VWXG\�WDNHQ�IURP�WKH

&DPEULGJH� FRUSRUDWH� UHVWUXFWXULQJ� SURMHFW�� 7KH� VXEMHFW�ZDV� D�PXOWL�

XWLOLW\�ZKLFK�KDG�UHFHQWO\�FDUULHG�RXW�D�VXFFHVVIXO�KRVWLOH�WDNHRYHU�RI

DQRWKHU�XWLOLW\�FRPSDQ\��-XVW�SULRU�WR�WKH�WDNHRYHU�EHLQJ�FRPSOHWHG��WKH

WDUJHW�FRPSDQ\�KDG�PDGH�VHYHUDO�KXQGUHG�RI�LWV�HPSOR\HHV�UHGXQGDQW�LQ

D�YDLQ�DWWHPSW�WR�VKRZ�WKDW�LW�FRXOG�UHDOLVH�YDOXH�IRU�LWV�VKDUHKROGHUV�LQ

VXFK� D� ZD\� DV� WR� VWDYH� RII� WKH� XQZHOFRPH� ELG�� 7KH� WDUJHW� GLG� QRW

UHFRJQLVH� DQ\� WUDGH� XQLRQ�� ZKHUHDV� WKH� VXFFHVVIXO� ELGGHU� KDG� FORVH

UHODWLRQV� ZLWK� WUDGH� XQLRQV� DORQJ� WKH� EURDG� OLQHV� RI� D� µSDUWQHUVKLS¶

PRGHO��2QFH�WKH�ELG�KDG�JRQH�WKURXJK��LW�UH�RSHQHG�GLVFXVVLRQV�ZLWK�WKH

ORFDO� XQLRQ� RIILFLDOV�� $� PDQDJHU� LQ� WKH� ELGGHU� FRPSDQ\�� DVNHG� WR

FRPPHQW�RQ�WKH�WDUJHW¶V�GHIHQFH��VDLG�

µ:H�NQHZ�WKDW�WKHUH�ZRXOG�EH�D�ELJ�UHGXFWLRQ�LQ�WKH�ZRUNIRUFH�

:H�NQHZ�WKDW�WKH�WRS�PDQDJHPHQW�ZRXOG�JR«�:H�NQHZ�WKDW�WKH

ELG�ZRXOG�FUHDWH�XQFHUWDLQW\��,W�ZDV�SDUW�RI�>RXU@�WUDQVLWLRQ�SODQ�WR

GHDO�ZLWK�WKDW��:H�KDGQ¶W�SODQQHG�IRU�VXFK�DQ�H[WUHPH�GHIHQFH�

>%XW@�WR�VRPH�H[WHQW�LW�PDGH�RXU�MRE�HDVLHU�¶

7KH�GHIHQVLYH�WDFWLFV�RI�WKH�WDUJHW�PDGH�LW�XQQHFHVVDU\�IRU�WKH�ELGGHU�WR

FRQVLGHU�ODUJH�VFDOH�ODERXU�VKHGGLQJ�ZKLFK�PLJKW�RWKHUZLVH�KDYH�WDNHQ

SODFH��DV�LW�ZDV��LW�ZDV�DEOH�WR�XVH�LWV�H[LVWLQJ�OLQNV�ZLWK�LWV�WUDGH�XQLRQ

SDUWQHU�WR�UHDVVXUH�HPSOR\HHV�DW�WKH�QHZO\�DFTXLUHG�FRPSDQ\�WKDW�WKHLU

LQWHUHVWV�ZRXOG�EH�UHVSHFWHG� WR� WKH�H[WHQW� WKDW� LW�ZDV�DEOH� WR�PDNH�D

FRPPLWPHQW�RI�QR�FRPSXOVRU\�UHGXQGDQFLHV��,Q�WKH�FRQWH[W�RI�DQRWKHU

WDNHRYHU��ZKHUH�UHGXQGDQFLHV�ZHUH�QHFHVVDU\��WKH�FRPSDQ\�DVNHG�IRU

YROXQWHHUV�DQG�DOVR�HQVXUHG�WKDW�HDFK�HPSOR\HH�ZDV�SODFHG�ZLWK�DQRWKHU

HPSOR\HU�LQ�WKH�ORFDO�DUHD�

/DWHU��D�SHUVRQQHO�PDQDJHU�IURP�WKH�SDUHQW�FRPSDQ\�RI�WKH�JURXS�ZDV

LQWHUYLHZHG��:KHQ�DVNHG�DERXW�WKH�FRPSDQ\¶V�DWWLWXGH�WR�LQGHSHQGHQW

�WUDGH�XQLRQ�EDVHG��UHSUHVHQWDWLRQ�RI�HPSOR\HHV��KH�VDLG�
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µ:H�FUHDWH�WKH�VWUXFWXUH�IRU�LQGHSHQGHQW�UHSUHVHQWDWLRQ��,�PXVW�VD\

WKDW�,�ZRXOG�KDYH�QR�SUREOHP�FUHDWLQJ�DQ�DSSURSULDWH�FRQVXOWDWLYH

IUDPHZRUN� IRU� ZKRHYHU� ZDQWV� WR� EH� WKHUH�� %HFDXVH� ,� WKLQN

RUJDQLVLQJ�LQ�WKDW�ZD\�LV�EHWWHU�WKDQ�KDYLQJ�QR�WUDGH�XQLRQV�DW�DOO

DQG�KDYLQJ�D�WURXEOHVRPH�ZRUNIRUFH��7UDGH�XQLRQV�LQ�PDQ\�ZD\V

DVVLVW�PH�LQ�VROYLQJ�P\�SUREOHPV��7KH\�VROYH�P\�SUREOHPV�IRU�PH

EHIRUH�WKH\�HYHQ�FRPH�WR�P\�DWWHQWLRQ�¶

:KHQ� DVNHG� KRZ� KH� UHFRQFLOHG� D� SDUWQHUVKLS� DSSURDFK� ZLWK� WKH

FRPSDQ\¶V� FRPPLWPHQW� WR� LWV� VKDUHKROGHUV�� KH� DUJXHG� WKDW� WKH

FRPSDQ\¶V� KXPDQ� UHVRXUFH� �+5�� VWUDWHJ\� KDG� EHHQ� DQ� LPSRUWDQW

FRPSRQHQW�LQ�WKH�FRPSDQ\¶V�WDNHRYHU�VWUDWHJ\�

µ<RX�SHUVXDGH�WKHP�E\�UHVXOWV�\RX�GHOLYHU��,�FDQ�SRLQW�WR�D�GLUHFW

EHQHILW� LQ� WKH� DFTXLVLWLRQ��:H� SXW� RXU� EHVW� SHRSOH� WKHUH�� ,W� LV

FKHDSHU�WR�GHYHORS�UDWKHU�WKDQ�WR�DFTXLUH�>VWDII@�LQ�WKH�ORQJ�UXQ�

:H�FUHDWHG�D�FULWLFDO�PDVV�LQ�WKH�WZR�\HDUV�EHIRUH�>WKH�DFTXLVLWLRQ@�

2XU� +5� SROLF\� PDGH� WKLV� DFTXLVLWLRQ� SRVVLEOH�� +5� VWUDWHJ\� LV

HTXDOO\�DV�LPSRUWDQW��QRW�DQ\�PRUH�VR��QRW�DQ\�OHVV�VR��WKDQ�WKH

ILQDQFLDO��FRPPHUFLDO�DQG�HQJLQHHULQJ�VWUDWHJ\�¶

�����5HVROYLQJ�WKH�WHQVLRQV�LQ�XWLOLW\�UHJXODWLRQ"

2Q�WKH�YLHZ�MXVW�H[SUHVVHG��WKH�WHQVLRQV�ZKLFK�ZH�HDUOLHU�LGHQWLILHG�LQ

WKH� UHJXODWRU\� IUDPHZRUN�DIIHFWLQJ�XWLOLWLHV�DUH�� LQ� WKH� ILQDO� DQDO\VLV�

UHFRQFLODEOH��:KHWKHU�RU�QRW�WKLV�LV�WKH�FDVH��LV�SHUKDSV�WRR�HDUO\�WR�VD\�

:KDW�LV�PRVW�RI�LQWHUHVW�IRU�SUHVHQW�SXUSRVHV�LV�WKH�UDQJH�DQG�GLYHUVLW\

RI� UHVSRQVHV� ZKLFK� XWLOLW\� FRPSDQLHV� KDYH� PDGH� WR� WKH� UHJXODWRU\

IUDPHZRUN�ZKLFK�KDV�JURZQ�XS�VLQFH�WKH�PLG�����V�

7KH� JURZWK� RI� µSDUWQHUVKLS¶� DUUDQJHPHQWV� DPRQJ� XWLOLW\� FRPSDQLHV�

DOWKRXJK�QRW�XQLTXH�WR�WKDW�VHFWRU��LV�LQ�PDQ\�ZD\V�D�UHIOHFWLRQ�RI�WKH

UHJXODWRU\�IUDPHZRUN�DQG��LQ�SDUWLFXODU��RI�WKH�SUHVHUYDWLRQ�RI�WKH�SXEOLF

VHUYLFH� HOHPHQW� ZKLFK�� DV� ZH� KDYH� VHHQ�� KDV� QRW� GLVDSSHDUHG
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QRWZLWKVWDQGLQJ�WKH�IRFXV�RQ�WKH�SURPRWLRQ�RI�FRPSHWLWLRQ��7KH�SUHVVXUH

WR�PHHW�UHJXODWRU\�UHTXLUHPHQWV�IRU�D�KLJK�TXDOLW\�DQG�UHOLDEOH�GHOLYHU\

RI�VHUYLFHV�ZKLFK�FRQWLQXH�WR�EH�GHHPHG�µHVVHQWLDO¶�KDV�OHG�PDQDJHUV�WR

UHJDUG�DV�FUXFLDO�WKH�GHYHORSPHQW�RI�VWURQJ�DQG�GXUDEOH�IRUPV�RI�VRFLDO

SDUWQHUVKLS�ZLWK�WUDGH�XQLRQV��7KLV�LV�QRW�D�GHYHORSPHQW�ZKLFK�PDQ\

FRXOG�KDYH�IRUHVHHQ�DW�WKH�WLPH�RI�WKH�LQLWLDO�SULYDWLVDWLRQV�ZKLFK�ZHUH

VWURQJO\�UHVLVWHG�E\�RUJDQLVHG�ODERXU�

$W�WKH�VDPH�WLPH��WKH�UHVWUXFWXULQJ�ZKLFK�KDV�WDNHQ�SODFH�LQ�WKH�XWLOLWLHV

VHFWRU�KDV�OHG�LQ�DOO�RUJDQLVDWLRQV�WR�ODUJH�VFDOH�MRE�ORVVHV��7KHVH�KDYH

EHHQ�PRUH�WKDQ�MXVW�D�UHVSRQVH�WR�SUHVVXUHV�IRU�HIILFLHQF\�RI�WKH�NLQG

ZKLFK�SURSRQHQWV�RI�JUHDWHU�FRPSHWLWLRQ�ZRXOG�KDYH�H[SHFWHG��$V�ZH

KDYH� VHHQ�� WKH\�KDYH�PRUH� FRPSOH[�RULJLQV� LQ� WKH� LQWHUDFWLRQ� RI� WKH

GLIIHUHQW�HOHPHQWV� LQ� WKH� UHJXODWRU\� IUDPHZRUN�� DQG� LQ�SDUWLFXODU� WKH

FRQMXQFWLRQ�RI�WKH�53,�PLQXV�;�IRUPXOD�DQG�WKH�JUDGXDO�LQWURGXFWLRQ�RI

FRPSHWLWLRQ� ZLWK� VWRFN� PDUNHW� SUHVVXUHV�� 7KLV� KDV� OHG� VRPH� LQ� WKH

LQGXVWU\��DQG�EH\RQG��WR�DVN�ZKHWKHU�LW�LV�SRVVLEOH�IRU�WKH�XWLOLWLHV�WR�EH

KHOG� DV� SXEOLFO\� OLVWHG� FRPSDQLHV�� DQG� DW� WKH� VDPH� WLPH� PDLQWDLQ

HPSOR\PHQW� DW� WKH� OHYHOV� QHHGHG� WR� PHHW� WKHLU� SXEOLF� VHUYLFH

FRPPLWPHQWV�

��� &RQFOXVLRQ�� 7KH� 8QFHUWDLQ� (YROXWLRQ� RI� 3XEOLF� 6HUYLFH

(PSOR\PHQW�LQ�%ULWDLQ

,Q� WKLV� SDSHU� ZH� KDYH� XVHG� WZR� FDVH� VWXGLHV�� EDVHG� RQ� WKH� SXEOLF

HGXFDWLRQ� VHUYLFH� DQG� WKH� XWLOLWLHV�� UHVSHFWLYHO\�� WR� H[SORUH� WKH

LPSOLFDWLRQV�RI�FKDQJHV�LQ�WKH�SUHGRPLQDQW�PRGH�RI�GHOLYHU\�RI�SXEOLF

VHUYLFHV� LQ� %ULWDLQ�� 7KH� VWDWH¶V� UROH� KDV� VKLIWHG� IURP� RQH� RI� GLUHFW

SURYLGHU�RI�VHUYLFHV��DQG�GLUHFW�HPSOR\HU�RI�SXEOLF�VHFWRU�ZRUNHUV���WR

WKDW�RI�D�UHJXODWRU�ZKRVH�IXQFWLRQ�LV�WR�SURPRWH�FRPSHWLWLRQ�DQG�TXDOLW\

RI�GHOLYHU\��7KH�UHVSRQVLELOLW\�IRU�HPSOR\PHQW�KDV�EHHQ�VKLIWHG��LQ�VRPH

FDVHV�WR�HQWLWLHV�QHZO\�FUHDWHG�ZLWKLQ�WKH�IUDPHZRUN�RI�VR�FDOOHG�LQWHUQDO

PDUNHWV�LQVLGH�WKH�SXEOLF�VHFWRU��LQ�RWKHUV�WR�SULYDWH�VHFWRU�RUJDQLVDWLRQV�

7KHVH�LQWHUPHGLDWH�RUJDQLVDWLRQV�KDYH�EHHQ�VXEMHFWHG�WR�D�FRPELQDWLRQ

RI�JRYHUQPHQWDO� DQG�FRPSHWLWLYH�SUHVVXUHV�ZKLFK�� DOWKRXJK� WKH\�DUH
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IRUPDOO\�LQWHQGHG�WR�µPLPLF¶�WKRVH�RI�WKH�SULYDWH�VHFWRU�PDUNHW��LQYROYH

GLVWLQFWLYH�WHFKQLTXHV�RI�UHJXODWLRQ�

,Q�WKH�HGXFDWLRQ�VHUYLFH��WKLV�KDV�WDNHQ�WKH�IRUP�ZKLFK�ZH�KDYH�FDOOHG

µLPSRVHG�FRQWUDFWXDOLVP¶��7KLV�LQYROYHV�WKH�VHWWLQJ�RI�KLJKO\�VSHFLILF

DQG�SUHVFULSWLYH�SHUIRUPDQFH�WDUJHWV�DW�D�QXPEHU�RI�OHYHOV��LQ�UHODWLRQV

EHWZHHQ�WKH�FHQWUDO�FRUH�RI�JRYHUQPHQW��WKH�HGXFDWLRQ�GHSDUWPHQW��DQG

WKH� UHJXODWRU\� DXWKRULW\� IRU� VFKRROV�� DQG� LQ� UHODWLRQV� EHWZHHQ� WKH

GHSDUWPHQW�� ORFDO� HGXFDWLRQ� DXWKRULWLHV� DQG� LQGLYLGXDO� VFKRROV�� 7KH

SURFHVV�LV�WKHQ�UHIOHFWHG�ZLWKLQ�VFKRROV��LQ�SODQV�IRU�WKH�LPSOHPHQWDWLRQ

RI�SHUIRUPDQFH�DSSUDLVDO�DQG�UHYLHZ�IRU�LQGLYLGXDO�WHDFKHUV��7KH�UHVXOW

LV� D� JUHDWHU� LQGLYLGXDOLVDWLRQ� DQG� IUDJPHQWDWLRQ� RI� SD\� DQG� UHZDUG

V\VWHPV�EXW��DW�WKH�VDPH�WLPH��WKH�UHLQIRUFHPHQW�RI�KLHUDUFKLFDO�FRQWURO

DW�DOO�OHYHOV�

,Q�WKH�XWLOLWLHV��WKH�VRXUFHV�RI�SUHVVXUH�RQ�HPSOR\HUV�LQFOXGH�WKH�V\VWHP

RI� LQGXVWU\�OHYHO� UHJXODWLRQ� ZKLFK� LV� DLPHG� DW� LQGXFLQJ� HIILFLHQF\

VDYLQJV�ZKLOH� UHGXFLQJ�SULFHV�DQG� LQFUHDVLQJ� OHYHOV�RI�TXDOLW\� LQ� WKH

GHOLYHU\� RI� VHUYLFHV� WR� WKH� FRQVXPHU�� WKH� HIIRUWV� RI� UHJXODWRUV� WR

HQFRXUDJH� QHZ� PDUNHW� HQWUDQWV�� DQG� WKH� LPSDFW� RI� WKH� PDUNHW� IRU

FRUSRUDWH�FRQWURO��7KHVH�IRUFHV�KDYH�FRPELQHG�WR�HQFRXUDJH�FRUSRUDWH

UHVWUXFWXULQJ�DV�D�ZD\�RI�VDYLQJ�FRVWV��OHDGLQJ�WR�UHGXQGDQFLHV�DQG��DV

D�UHVXOW��D�JUHDWHU�LQWHQVLILFDWLRQ�RI�ZRUN�HIIRUW�DV�PRUH�LV�UHTXLUHG�IURP

WKRVH� ZRUNHUV� ZKR� UHWDLQ� WKHLU� HPSOR\PHQW�� (PSOR\HUV� PXVW

VLPXOWDQHRXVO\�PHHW� WKH� GHPDQGV� RI� WKH� FDSLWDO� PDUNHWV� IRU� IXUWKHU

µHIILFLHQF\� VDYLQJV¶� DW� WKH� VDPH� WLPH� DV� FRPSO\LQJ�ZLWK� UHJXODWRUV¶

UHTXLUHPHQWV�IRU�KLJK�TXDOLW\�DQG�UHOLDEOH�VHUYLFH�WR�EH�PDLQWDLQHG��,Q

VRPH� FDVHV�� WKH\� LQLWLDOO\� UHVSRQGHG� E\� WDNLQJ� D�VWDQFH� ZKLFK� ZDV

DJJUHVVLYHO\�RSSRVHG�WR�FROOHFWLYH�EDUJDLQLQJ��RIWHQ�GHUHFRJQLVLQJ�WUDGH

XQLRQV�IRUPDOO\�RU�LQ�DOO�EXW�QDPH��+RZHYHU��RWKHU�HPSOR\HUV�KDYH�WDNHQ

DQ�DOWHUQDWLYH�SRVLWLRQ�RI�SURPRWLQJ�VR�FDOOHG�µSDUWQHUVKLS¶�DUUDQJHPHQWV

ZLWK�WUDGH�XQLRQV��RQ�WKH�EDVLV�WKDW�WKLV�LV�PRVW�OLNHO\�WR�SURWHFW�WKHLU

ORQJ�UXQ�FRPSHWLWLYHQHVV�

3XEOLF� VHUYLFH� HPSOR\PHQW� LQ� %ULWDLQ� PD\� WKHUHIRUH� WDNH� RQH� RI� D
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QXPEHU� RI� GLYHUJHQW� SDWKV�� 7KHUH� LV� WKH� SRWHQWLDO� IRU� D� µORZ�WUXVW

G\QDPLF¶�WR�GHYHORS�ZLWKLQ�HPSOR\PHQW�UHODWLRQV�ZKLFK�DUH�VKDSHG�E\

RYHU�SUHVFULSWLYH�SHUIRUPDQFH�WDUJHWV��7KLV�GDQJHU�ZRXOG�DSSHDU�WR�EH

SDUWLFXODUO\�DFXWH�LQ�VHFWRUV��VXFK�DV�HGXFDWLRQ��ZKLFK�UHPDLQ�IRUPDOO\

ZLWKLQ�WKH�SXEOLF�VHFWRU�DQG�ZKLFK��DV�D�UHVXOW��DUH�SURQH�WR�D�KLJK�GHJUHH

RI�KLHUDUFKLFDO�FRQWURO�WKURXJK�WKH�SROLWLFDO�DQG�DGPLQLVWUDWLYH�SURFHVV�

%\�FRQWUDVW�� LQ�WKH�XWLOLWLHV��WKH�SUHVVXUHV�RSHUDWLQJ�RQ�HPSOR\HUV�DUH

PRUH�DPRUSKRXV�DQG� LQGLUHFW��$V�D� UHVXOW��FRPSHWLQJ�VWUDWHJLHV�KDYH

HPHUJHG�DV�ZD\V�RI�GHDOLQJ�ZLWK�UHJXODWRU\�DQG�FRPSHWLWLYH�SUHVVXUHV�

7KHVH� LQFOXGH� FRRSHUDWLYH� IRUPV� RI� ODERXU�PDQDJHPHQW� UHODWLRQV� LQ

ZKLFK� DQ� LPSRUWDQW� UROH� LV� SOD\HG� E\� LQGHSHQGHQW� HPSOR\HH

UHSUHVHQWDWLRQ��:KLOH� WKHVH�IRUPV�RI�FRRSHUDWLRQ�GLIIHU�� LQ�QXPHURXV

UHVSHFWV��IURP�PRUH�WUDGLWLRQDO�SDWWHUQV�RI�SXEOLF�VHFWRU�WUDGH�XQLRQLVP�

WKH\�QHYHUWKHOHVV�RIIHU�WKH�WDQWDOLVLQJ�SURVSHFW�WKDW�FROOHFWLYH�EDUJDLQLQJ

LV�UH�HPHUJLQJ�LQ�IRUPV�ZKLFK�DUH�DSSURSULDWH�IRU�WKH�QHZ�SXEOLF�VHUYLFH

VHFWRU�

7KLV�LV�QRW�WR�VD\�WKDW�ZH�VKRXOG�QHFHVVDULO\�H[SHFW�FRRSHUDWLYH��KLJK�

WUXVW� UHODWLRQV� WR� SUHYDLO� RQ� WKH� EDVLV� RI� WKHLU� VXSHULRU� FRPSHWLWLYH

DGYDQWDJH�� RU� µVXUYLYDO� YDOXH¶�� 7KH� VXFFHVV� DQG� VXVWDLQDELOLW\� RI

µSDUWQHUVKLS¶� DUUDQJHPHQWV� LV�YHU\� IDU� IURP�JXDUDQWHHG�� LQ� SDUWLFXODU

EHFDXVH�WKH�UHJXODWRU\�IUDPHZRUN�FRQWLQXHV�WR�SODFH�HPSOR\HUV�XQGHU

FRQWLQXRXV�SUHVVXUH�WR�FXW�FRVWV�DQG�WR�UHGXFH�HPSOR\PHQW�OHYHOV��8QGHU

VXFK� FRQGLWLRQV�� HPSOR\HUV� ZKR� UHTXLUH� KLJK� OHYHOV� RI� OR\DOW\� DQG

JRRGZLOO�IURP�WKHLU�HPSOR\HHV�PD\�EH�DEOH�WR�RIIHU�OLWWOH�LQ�UHWXUQ�E\

ZD\� RI� MRE� VHFXULW\�� 7KH� VROXWLRQ� HQYLVDJHG� E\� WKH� ODQJXDJH� RI

µSDUWQHUVKLS¶�LV�WKHUHIRUH�LQ�PDQ\�ZD\V�D�KLJKO\�SUHFDULRXV�RQH��ZKLFK

PD\�QRW�VXUYLYH�IXUWKHU�WLJKWHQLQJ�RI�UHJXODWRU\�FRQWUROV�
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1RWHV

�� &P�������0DUFK������
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�� &P�������)RUHZRUG�

�� 7KH�*RYHUQPHQW¶V�0HDVXUHV�RI�6XFFHVV���2XWSXW�DQG�3HUIRUPDQFH

$QDO\VHV��+0�7UHDVXU\����0DUFK������

�� 7KH�*RYHUQPHQW¶V�0HDVXUHV�RI�6XFFHVV��DW�S���

�� &P�������DQG�D�FRUUHVSRQGLQJ�:KLWH�3DSHU�IRU�:DOHV��%XLOGLQJ

([FHOOHQW�6FKRROV�7RJHWKHU�&P�������

�� *UHHQ�3DSHU��7HDFKHUV���PHHWLQJ�WKH�FKDOOHQJH�RI�FKDQJH��'I((�

�����

��� 7HDFKHUV� �� PHHWLQJ� WKH� FKDOOHQJH� RI� FKDQJH� �� WHFKQLFDO

FRQVXOWDWLRQ� GRFXPHQW� RQ� SD\� DQG� SHIRUPDQFH� PDQDJHPHQW�

'I((�������

��� 7HFKQLFDO�&RQVXOWDWLRQ�'RFXPHQW�SDUD����

��� 5HJXODWLRQ�RI�%ULWLVK�7HOHFRPPXQLFDWLRQV¶�3URILWDELOLW\��������

(FRQRPLF�5HJXODWLRQ�RI�3ULYDWLVHG�:DWHU�6HUYLFHV��������
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%LEOLRJUDSK\

%HHVOH\��0���������3ULYDWLVDWLRQ��5HJXODWLRQ�DQG�'HUHJXODWLRQ��QG��HG��

/RQGRQ��5RXWOHGJH�

%LVKRS�� 0��� .D\�� -�� DQG� 0D\HU�� &�� �HGV��� ������� 7KH� 5HJXODWRU\

&KDOOHQJH��2[IRUG��283�

%URZQ��:���'HDNLQ��6���+XGVRQ��0���3UDWWHQ��&��DQG�5\DQ��3���������7KH

,QGLYLGXDOLVDWLRQ� RI� (PSOR\PHQW� &RQWUDFWV� LQ� %ULWDLQ�� (0$5

5HVHDUFK�6HULHV�1R����/RQGRQ��'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\�

)UHHGODQG��0���������µ*RYHUQPHQW�E\�&RQWUDFW�DQG�3XEOLF�/DZ¶�3XEOLF

/DZ��������

)UHHGODQG�� 0�� ������� µ/DZ�� SXEOLF� VHUYLFHV�� DQG� FLWL]HQVKLS�� QHZ

GRPDLQV��QHZ�UHJLPHV¶��LQ�0�5��)UHHGODQG�DQG�6��6FLDUUD��HGV��

3XEOLF� 6HUYLFHV� DQG� &LWL]HQVKLS� LQ� (XURSHDQ� /DZ� 2[IRUG�

&ODUHQGRQ�3UHVV��FK����

)R[��$���������%H\RQG�&RQWUDFW��:RUN��3RZHU��DQG�7UXVW�5HODWLRQV�

/RQGRQ��$OOHQ�	�8QZLQ�

)URXG��-���+DVODP��&���-RKDO��6��DQG�:LOOLDPV��.���������µ5HVWUXFWXULQJ

IRU� VKDUHKROGHU� YDOXH� DQG� LWV� LPSOLFDWLRQV� IRU� ODERXU¶�� SDSHU

SUHVHQWHG� WR� WKH� FRQIHUHQFH� RQ� 6RFLDO� -XVWLFH� DQG� (FRQRPLF

(IILFLHQF\�� 6LGQH\� 6XVVH[� &ROOHJH�� &DPEULGJH�� $SULO�

IRUWKFRPLQJ��&DPEULGJH�-RXUQDO�RI�(FRQRPLFV�

+HOP��'�������D��µ%ULWLVK�XWLOLW\�UHJXODWLRQ��WKHRU\��SUDFWLFH��DQG�UHIRUP¶

2[IRUG�5HYLHZ�RI�(FRQRPLF�3ROLF\������������

+HOP�� '�� �HG��� �����E�� %ULWLVK� 8WLOLWLHV� 5HJXODWLRQ�� 3ULQFLSOHV�

([SHULHQFH�DQG�5HIRUP��2[IRUG��2[HUD�
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+RRG��&�� �������7KH�$UW�RI� WKH�6WDWH� ��&XOWXUH��5KHWRULF�DQG�3XEOLF

0DQDJHPHQW��2[IRUG��&ODUHQGRQ�3UHVV�

-HQVHQ��0���������µ7KH�WDNHRYHU�FRQWURYHUV\��DQDO\VLV�DQG�HYLGHQFH¶��LQ

0��6WHUQ�DQG�'��&KHZ��HGV���7KH�5HYROXWLRQ�LQ�&RUSRUDWH�)LQDQFH

�QG��HG���2[IRUG��%ODFNZHOO�
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