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818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5��ZDV�HVWDEOLVKHG�E\
WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� DV� LWV� ILUVW� UHVHDUFK� DQG� WUDLQLQJ� FHQWUH� DQG� VWDUWHG� ZRUN� LQ
+HOVLQNL��)LQODQG� LQ�������7KH�SXUSRVH�RI� WKH� ,QVWLWXWH� LV� WR�XQGHUWDNH� DSSOLHG� UHVHDUFK� DQG
SROLF\�DQDO\VLV�RQ�VWUXFWXUDO�FKDQJHV�DIIHFWLQJ� WKH�GHYHORSLQJ�DQG� WUDQVLWLRQDO�HFRQRPLHV�� WR
SURYLGH�D�IRUXP�IRU�WKH�DGYRFDF\�RI�SROLFLHV�OHDGLQJ�WR�UREXVW��HTXLWDEOH�DQG�HQYLURQPHQWDOO\
VXVWDLQDEOH� JURZWK�� DQG� WR� SURPRWH� FDSDFLW\� VWUHQJWKHQLQJ� DQG� WUDLQLQJ� LQ� WKH� ILHOG� RI
HFRQRPLF� DQG� VRFLDO� SROLF\�PDNLQJ�� ,WV�ZRUN� LV� FDUULHG� RXW� E\� VWDII� UHVHDUFKHUV� DQG� YLVLWLQJ
VFKRODUV� LQ�+HOVLQNL� DQG� WKURXJK�QHWZRUNV� RI� FROODERUDWLQJ� VFKRODUV� DQG� LQVWLWXWLRQV� DURXQG
WKH�ZRUOG�

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
.DWDMDQRNDQODLWXUL���%
������+HOVLQNL��)LQODQG

&RS\ULJKW��È��818�:,'(5�����

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�-DQLV�9HKPDDQ�.UHXOD�DW�818�:,'(5
3ULQWHG�DW�+DNDSDLQR�2\��+HOVLQNL

7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRU�V���3XEOLFDWLRQ�GRHV�QRW�LPSO\�HQGRUVHPHQW
E\� WKH� ,QVWLWXWH�RU� WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\� WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI� DQ\�RI� WKH
YLHZV�H[SUHVVHG�
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��� (FRQRPLF�DFWRUV ��
��� 7KH�LQWHUDFWLRQ�RI�DFWRUV�DQG�WKH�FRQWH[W ��
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��� 7KH�HQYLURQPHQW ���
��� 7KH�HFRQRPLF�V\VWHP ���
��� ,QGLYLGXDO�IHDWXUHV��HQWUHSUHQHXULDO�LQFOLQDWLRQ�DQG�SHUFHSWLRQ�

PRWLYDWLRQV�DQG�FDSDELOLWLHV ���
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��� 4XDQWLWDWLYH�JURZWK��VWUXFWXUH�DQG�PDUNHW�LPSDFW ���
��� 7KH�IHDWXUHV�RI�WKH�PDUNHW ���
��� (QWHUSULVH�QHWZRUNV ���
��� 7KH�FRQVHTXHQFHV�RI�WUDQVLWLRQDO�GHSUHVVLRQ�DQG�JHQHUDO�SROLFLHV ���
��� (XURSHDQ�DQG�QDWLRQDO�SROLFLHV ���
��� 7KH�UROH�RI�ORFDO�JRYHUQPHQWV�DQG�SROLFLHV ���
��� $�QHZ�VWUDWHJ\�IRU�ORFDO�GHYHORSPHQW�DQG�60(V" ���
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7DEOH�� (QWHUSULVH�VL]H�DQG�HPSOR\PHQW�FKDUDFWHULVWLFV��(8�DQG
+XQJDU\������ ��

7DEOH�� (PSOR\PHQW�E\�W\SH�RI�HQWHUSULVH ��

7DEOH�� 5DWH�RI�DFWLYH�HQWHUSULVHV ��

7DEOH�� &RPSDUDWLYH�GDWD�RQ�WKH�QRQ�SULPDU\�SULYDWH�VPDOO��DQG
PHGLXP�VL]HG�HQWHUSULVHV�LQ�WKH�(8�DQG�+XQJDU\�LQ����� ��

7DEOH�� 1XPEHU�DQG�GLVWULEXWLRQ�RI�HPSOR\HG�E\�HQWHUSULVH�VL]H� ��

7DEOH�� &KDQJHV�LQ�RZQHUVKLS�VWUXFWXUH�RI�FRPSDQLHV�ZLWK�GRXEOH
HQWU\�DQG�VLPSOLILHG�ERRN�NHHSLQJ�E\�VL]H��������� ��

7DEOH�� 'LVWULEXWLRQ�RI�RZQ�FDSLWDO�DQG�FRQWULEXWLRQ�WR�*'3�RI
+XQJDULDQ�HQWHUSULVHV��������� ��

7DEOH��� 'LVWULEXWLRQ�RI�QHW�WXUQRYHU�RI�HQWHUSULVHV�E\�VL]H�FDWHJRU\
DQG�JURZWK ��

7DEOH��� &RQWULEXWLRQ�WR�+XQJDULDQ�*'3�DQG�H[SRUWV�E\�HQWHUSULVH�VL]H�
������� ��

7DEOH��� 7KH�EUDQFK�VWUXFWXUH�RI�WXUQRYHU�E\�HQWHUSULVH�VL]H������ ��

7DEOH��� 7KH�FRVW�VWUXFWXUH�RI�SDUWQHUVKLSV�E\�HQWHUSULVH�VL]H�LQ����� ��

7DEOH��� 5DWH�RI�UHWXUQ�RQ�RZQ�FDSLWDO�E\�HQWHUSULVH�VL]H ��

7DEOH��� 6KDUH�RI�ZLWKGUDZDOV�DQG�VXEVLGLHV�RI�HQWHUSULVHV�VXEMHFW�WR
VLQJOH��RU�GRXEOH�HQWU\�ERRN�NHHSLQJ ��
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818�:,'(5�KDV�ODXQFKHG�D�5HVHDUFK�3URMHFW�RQ�7UDQVLWLRQ�IURP�%HORZ��7KH�5ROH�RI
WKH�1HZ�3ULYDWH�6HFWRU�LQ�������7UDQVIRUPDWLRQ�LQ�&HQWUDO�DQG�(DVWHUQ�(XURSH�LV�LQGHHG
RQH� RI� WKH� VFLHQWLILFDOO\� DQG� RSHUDWLRQDOO\� PRVW� FKDOOHQJLQJ� TXHVWLRQV� LQ� WKH� ZRUOG
GXULQJ�WKH�ODVW�GHFDGH��7KH�H[SHULHQFH�JDLQHG�VR�IDU�KDV�FOHDUO\�VKRZQ�WKDW�RQH�RI� WKH
FUXFLDO�FRPSRQHQWV�RI� WUDQVIRUPDWLRQ��DQG�D�QHFHVVDU\�FRQGLWLRQ�IRU� LWV�VXFFHVV�� LV� WKH
GHYHORSPHQW�RI�D�VWURQJ�DQG�G\QDPLF�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVH�VHFWRUV��60(V��
+RZHYHU��WKLV�VHFWRU�KDV�EHHQ�GLVUHJDUGHG�VR�IDU�LQ�VFLHQWLILF�UHVHDUFK�DQG�SROLFLHV�DOLNH�

7KLV�SDSHU�WKDW�LV�QRZ�SXEOLVKHG�LQ�WKH�5HVHDUFK�IRU�$FWLRQ�VHULHV�LQ�LWV�IXOO�OHQJWK�ZDV
RULJLQDOO\� SUHSDUHG� IRU� WKH� UHVHDUFK� SURMHFW� DQG� VXEVHTXHQWO\� XSGDWHG�� ,W� DQDO\VHV� WKH
+XQJDULDQ�H[SHULHQFH�ZLWK�60(V�GHYHORSPHQW�E\�KLJKOLJKWLQJ�WKH�IDFWRUV�DQG�SROLFLHV
WKDW�H[SODLQ�WKH�VHFWRU�IHDWXUHV�DQG�G\QDPLFV�DQG�XWLOL]HV�WKLV�H[SHULHQFH�WR�VXJJHVW�DQ
LQWHUSUHWDWLRQ� RI� WKH� VWULNLQJ� GLIIHUHQFHV�ZLWK�5XVVLDQ� 60(V�� 7KH� FDVH� RI�+XQJDU\� LV
SDUWLFXODUO\� LQWHUHVWLQJ� IRU� GLIIHUHQW� UHDVRQV�� )LUVW�� +XQJDU\� KDV� EHHQ� D� IURQWUXQQHU� LQ
WUDQVIRUPDWLRQ�� VLQFH� VKH� VWDUWHG� D� IDU�UHDFKLQJ� DQG� FRPSOH[� HFRQRPLF� UHIRUP� ZHOO
EHIRUH� WKH� RWKHU� FRXQWULHV�� LQ� ������ 6HFRQG�� +XQJDU\� ZDV� DOVR� WKH� ILUVW� FRXQWU\� WR
OLEHUDOL]H�HFRQRPLF�DFWLYLW\�IRU�VPDOO�EXVLQHVVHV�DQG�WR�DGRSW�DQG�LPSOHPHQW�WKH�EDVLF
WUDQVIRUPDWLRQ� ODZV��7KLUG�� VKH� DOVR�ZDV� DPRQJ� WKH�YHU\� ILUVW� FRXQWULHV� WR� GHYLVH� DQG
LPSOHPHQW� D� VSHFLILF� SROLF\� IRU� 60(V�� )RXUWK�� +XQJDU\� DGRSWHG� D� SULYDWL]DWLRQ
SURJUDPPH�RI�IRUPHU�VWDWH�RZQHG�HQWHUSULVHV�EDVHG�RQ�WKHLU�VDOH�LQ�WKH�PDUNHW�IRU�UHDO
PRQH\��7KLV�FRXOG�DSSDUHQWO\�KDPSHU� WKH� HVWDEOLVKPHQW�RI�QHZ� ILUPV�� VLQFH� FDSLWDO� LV
OLNHO\� WR� DFFUXH� WR� WKH� WRS�GRZQ� SULYDWL]DWLRQ� SURFHVV�� )LIWK�� +XQJDULDQ� 60(V� DUH
DSSDUHQWO\� UDWKHU� VXFFHVVIXO� DOVR� LQ� WKH� LQWHUQDWLRQDO�PDUNHW�� HLWKHU� GLUHFWO\� RU� DV� VXE�
VXSSOLHU� RI� H[SRUWLQJ� ILUPV�� 6L[WK�� QHZ� 60(V� DUH� EHLQJ� HVWDEOLVKHG� ODUJHO\� E\
LQGLYLGXDOV�ZKR�KDG�D�SDUWLFXODU�UROH�LQ�WKH�IRUPHU�SROLWLFDO�DQG�DGPLQLVWUDWLYH�HOLWH�

$OO�WKHVH�DVSHFWV�JLYH�WKH�+XQJDULDQ�H[SHULHQFH�DQ�LQWHUHVW�WKDW�JRHV�EH\RQG�WKH�FRXQWU\
DQG� WKDW� FDQ� VHUYH� WR� WHVW� WKH� LQIOXHQFH� DQG�RXWFRPH�RI� ORQJ� UXQ�� UHODWLYHO\� FRQVLVWHQW
SROLFLHV� LQ� WUDQVIRUPLQJ� WKH� HFRQRPLF� V\VWHP� RI� D� FRXQWU\�� ,Q� VSLWH� RI� WKH� H[WUHPHO\
GLIILFXOW� GRPHVWLF� DQG� H[WHUQDO� ILQDQFLDO� VLWXDWLRQ� RI� WKH� FRXQWU\� DURXQG� ������ WKH
XWLOL]DWLRQ�RI�PDUNHW�PHWKRGV�IRU�WUDQVIRUPLQJ�WKH�VL]H�VWUXFWXUH�RI�ILUPV�SURGXFHG�IDLU
UHVXOWV�� $V� 'DOODJR� VWUHVVHV�� WKLV� LV� GXH� WR� D� VHW� RI� IDFWRUV�� WKH� HQYLURQPHQW� RI� WKH
WUDQVIRUPDWLRQ�� WKH� FKDUDFWHULVWLFV� RI� WKH� HFRQRPLF� V\VWHP�� WKH� IHDWXUHV� RI� HFRQRPLF
DFWRUV� DQG� WKH� SROLFLHV� WKDW� KDYH� EHHQ� LPSOHPHQWHG�� 7KH� RXWFRPH� LV� QRW� HQWLUHO\
SRVLWLYH��WKRXJK��DQG�D�IRUFHIXO�SROLF\�DFWLRQ�LV�QHHGHG�DOVR�LQ�WKH�IXWXUH�WR�PRGHUQL]H
WKH�VHFWRU�
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5XVVLD�SUHVHQWV�D�VWULNLQJO\�GLIIHUHQW�VLWXDWLRQ�IRU�ERWK�WKH�FRQWH[W��WKHUH�LQFOXGLQJ�WKH
HQYLURQPHQW� DQG� WKH� HFRQRPLF� V\VWHP�� DQG� WKH� IHDWXUHV� RI� HFRQRPLF� DFWRUV�� 3ROLFLHV
KDYH�DOVR�EHHQ�GLIIHUHQW��7KH�FRPSDULVRQ�EHWZHHQ�+XQJDU\�DQG�5XVVLD�LQ�WKLV�SDSHU�LV
DQ� LQWURGXFWLRQ� WR� WKH� WULFN\� TXHVWLRQ� RI� 60(V� XQGHU�GHYHORSPHQW� LQ� 5XVVLD� DQG
VXJJHVWV�VRPH�LGHDV�RQ�SRVVLEOH�SROLF\�VWUDWHJLHV��7KLV�FRPSDULVRQ�KHOSV�WR�HYDOXDWH�WKH
LQIOXHQFH� RI� FRQWH[W�� DFWRUV� DQG� SROLFLHV� RQ� WKH� XQIROGLQJ� DQG� RXWFRPH� RI
WUDQVIRUPDWLRQ��,W�VXJJHVWV�WKDW�WUDQVIRUPDWLRQDO�VXFFHVV�DQG�60(V�GHYHORSPHQW�DUH�EXW
WZR�VLGHV�RI�WKH�VDPH�FRLQ��:KDW�SUHYHQWV�WUDQVIRUPDWLRQ�KDPSHUV�60(V�GHYHORSPHQW
DV�PXFK�DV�WKH�IDLOXUH�RI�WKH�ODWWHU�REVWUXFWV�WKH�VXFFHVV�RI�WKH�IRUPHU�

*LRYDQQL�$QGUHD�&RUQLD
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7KH�DXWKRU�LV�JUDWHIXO�WR�WKH�SDUWLFLSDQWV�LQ�WKH�818�:,'(5�UHVHDUFK�SURMHFW�RQ�6PDOO
DQG�0HGLXP�6L]H�(QWHUSULVHV��+RZ�'RHV�(QWUHSUHQHXUVKLS�'HYHORS� LQ�3RVW�6RFLDOLVW
6WDWHV�� DQG� LQ� SDUWLFXODU� WR� LWV� GLUHFWRU�� 5REHUW� 0F,QW\UH� �818�:,'(5�� DQG� 9DGLP
5DGDHY� �,QVWLWXWH�RI�(FRQRPLFV��5XVVLDQ�$FDGHP\�RI�6FLHQFHV���:LP�6ZDDQ��0LKDO\
/DNL�DQG�,VWYiQ�-iQRV�7yWK��,QVWLWXWH�RI�(FRQRPLFV��+XQJDULDQ�$FDGHP\�RI�6FLHQFHV��
.iOPiQ� .|KHJ\L� �,QVWLWXWH� IRU� 6PDOO� %XVLQHVV� 'HYHORSPHQW�� %XGDSHVW�� IRU� KHOSIXO
FRPPHQWV�RQ�HDUOLHU�YHUVLRQV�RI�WKLV�SDSHU�DQG�VXSSRUW�ZLWK�LQIRUPDWLRQ�DQG�GDWD��$Q\
UHVSRQVLELOLW\�IRU�HUURUV�DQG�ZHDNQHVV�RI�DQDO\VLV�UHPDLQV�VROHO\�ZLWK�WKH�DXWKRU�
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(FRQRPLF� DFWLYLW\� LV� WKH� IUXLW� RI� WKH� DFWLRQ� RI� KXPDQ� DFWRUV�� ERWK� LQGLYLGXDOV� DQG
RUJDQL]DWLRQV�� 7KHVH� DFWRUV� DUH� HQGRZHG� ZLWK� SDUWLFXODU� IHDWXUHV� DQG� RSHUDWH� LQ� WKH
H[LVWLQJ� FRQWH[W� E\� PDNLQJ� XVH� RI� WKH� SK\VLFDO� ZRUOG�� &RQVHTXHQWO\�� HFRQRPLF
RXWFRPHV�GHSHQG�RQ� WKH�JHQHUDO� FRQWH[W�ZLWKLQ�ZKLFK� LQGLYLGXDO� DFWRUV
� DFWLYLW\� WDNHV
SODFH�DQG�RQ�WKH�LQGLYLGXDO�IHDWXUHV�RI�WKHVH�HFRQRPLF�DFWRUV�

7KH� FRQWH[W� LQFOXGHV� WKH� HQYLURQPHQW� RI� WKH� HFRQRP\� DQG� WKH� HFRQRPLF� V\VWHP�� 7KH
FRQWH[W�LV�FKDUDFWHUL]HG�E\�FRPSOH[LW\��ZKLFK�KDV�WKUHH�GLPHQVLRQV��YDULHW\��YDULDELOLW\�
DQG�YDULDQFH��&RQWH[WXDO�YDULHW\�LV�SURGXFHG�E\�WKH�SUHVHQFH�RI�GLIIHUHQW�HFRQRPLF�DQG
QRQ�HFRQRPLF�YDULDEOHV�KDYLQJ�GLIIHUHQWLDWHG� LPSDFW�RQ�HFRQRPLF�DFWLYLW\��&RQWH[WXDO
YDULDELOLW\� LV� WKH� SURGXFW� RI� YDULDWLRQ� WKURXJK� WLPH� DQG� VSDFH� RI� WKH� YDOXHV� DQG
FRPELQDWLRQV�RI�VXFK�YDULDEOHV��&RQWH[WXDO�YDULDQFH�FRQVLVWV�LQ�WKH�H[WHQW�WR�ZKLFK�WKH
YDOXH�RI�D�YDULDEOH�LV�GLVSHUVHG�DURXQG�LWV�PHDQ�YDOXH��7KH�HFRQRPLF�V\VWHP�FRPSULVHV
WKH� VHW� RI� YDULDEOHV� WKDW� FR�RUGLQDWH�� FRQVWUDLQ� DQG� SURPRWH� WKH� LQWHUDFWLRQ� DPRQJ
LQGLYLGXDO�DFWRUV�DQG�WKHLU�UHODWLRQ�ZLWK�WKH�HQYLURQPHQW�LQ�WKHLU�HFRQRPLF�DFWLYLW\�

,Q� WKLV�VHQVH� WKH� IHDWXUHV�RI�H[LVWLQJ�6PDOO�� DQG�0HGLXP�6L]H�(QWHUSULVHV� �60(V��DUH
H[SODLQHG� E\� WKUHH� VHWV� RI� IDFWRUV�� �D�� WKH� HQYLURQPHQW�� L�H�� WKH� DYDLODELOLW\� RI� SURSHU
WHFKQRORJLFDO�VROXWLRQV�DQG�VRFLDO��SK\VLFDO�DQG�ILQDQFLDO�UHVRXUFHV��WKDW�GHWHUPLQH�ZKDW
LV� IHDVLEOH�� �E�� WKH� WUDQVDFWLRQ� FRVWV� GHILQHG� E\� WKH� HFRQRPLF� V\VWHP�� WKDW� GHWHUPLQH
ZKDW� LV� UDWLRQDO�� DQG� �F�� WKH� LQGLYLGXDO� IHDWXUHV� RI� WKH� DFWRUV� WKHPVHOYHV�� ZKLFK
GHWHUPLQH�ZKDW� WKH\�ZDQW� DQG� FDQ� DFWXDOO\� DFFRPSOLVK��*LYHQ� WKH� YDULHW\�� YDULDELOLW\
DQG�YDULDQFH�RI�WKH�DERYH�WKUHH�VHWV�RI�IDFWRUV��RQH�VKRXOG�H[SHFW� WKDW� WKH�60(�VHFWRU
SUHVHQWV�GLIIHUHQW� IHDWXUHV� LQ�GLIIHUHQW� VLWXDWLRQV��7R� WKHVH� WKUHH� IDFWRUV��60(�SROLFLHV
VKRXOG�EH�DGGHG�

7KH�QH[W�VHFWLRQ�SUHVHQWV�DQ� LQVWLWXWLRQDO�H[SODQDWLRQ�RI� WKH� IDFWRUV� WKDW�GHWHUPLQH� WKH
TXDQWLW\�� UROH� DQG� HFRQRPLF� SHUIRUPDQFH� RI� VPDOO�� DQG� PHGLXP�VL]H� HQWHUSULVHV�� WKH
HQYLURQPHQW�� WKH�HFRQRPLF� V\VWHP��DQG� LQGLYLGXDO� IHDWXUHV�RI� WKH� DFWRUV��7KH� 
QDWXUDO

GHYHORSPHQW�RI�60(V�LV�GHILQHG�E\�WKHVH�WKUHH�VHWV�RI�IDFWRUV�WKDW�FDQ�EH�PRGLILHG�YLD
SROLFLHV�DV�GLVFXVVHG�LQ�WKH�ODVW�SDUW�RI�VHFWLRQ�,,�DQG�LQ�VHFWLRQ�,,,��6HFWLRQ�,9�GHDOV�ZLWK
FRQWH[WXDO� IHDWXUHV� LQ� +XQJDU\� DQG� VNHWFKHV� WKH� EDVLF� IHDWXUHV� RI� WKH� +XQJDULDQ
HQYLURQPHQW��HFRQRPLF�V\VWHP�DQG�LQGLYLGXDO�IHDWXUHV��7KH�RXWFRPH�RI�WKHVH�FRQWH[WXDO
IHDWXUHV��L�H��WKH�VWDWLF�DQG�G\QDPLF�IHDWXUHV�RI�60(V�LQ�+XQJDU\��LV�WKH�WRSLF�RI�VHFWLRQ
9��ZKLFK�DOVR�LQFOXGHV�D�FULWLFDO�DSSUDLVDO�RI�VSHFLILF�60(�SROLFLHV�� ,Q� WKH�FRQFOXGLQJ
VHFWLRQ�9,�WKH�+XQJDULDQ�H[SHULHQFH�LV�XVHG�WR�VXJJHVW�60(�GHYHORSPHQW�SROLFLHV� IRU
5XVVLD�
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��� 7KH�FRQWH[W��HQYLURQPHQW�DQG�HFRQRPLF�V\VWHP

7KH�HQYLURQPHQW�FRPSULVHV�DOO�WKRVH�YDULDEOHV�WKDW�DUH�H[RJHQRXV�WR�WKH�HFRQRP\��7KLV
LV�VR�LQ�D�GRXEOH�VHQVH��)LUVW��HFRQRPLF�DFWRUV�LQ�D�SDUWLFXODU�HFRQRP\�PXVW�WDNH�WKRVH
YDULDEOHV�DQG�WKHLU�YDOXH�DV�JLYHQ��VLQFH�WKH\�DUH�XQDEOH�WR�FKDQJH�WKHLU�YDOXH�YLD�WKHLU
HFRQRPLF�DFWLYLW\��7KH\�PD\�HYHQ�EH�DEOH��DV�LQGLYLGXDOV�RU�DV�RUJDQL]DWLRQV��WR�FKDQJH
WKHP� DFWLQJ� DV� SROLWLFDO� RU� VRFLDO� DFWRUV�� EXW� QRW� DV� HFRQRPLF� RQHV�� 6HFRQG�� LQWHUQDO
HFRQRPLF�SROLF\�PDNHUV�DUH�XQDEOH�WR�FKDQJH�WKRVH�YDULDEOHV�DQG�WKHLU�YDOXH�RU�FRXOG�GR
VR�RQO\�DW�H[FHVVLYH�FRVW�

7KH�HQYLURQPHQW�LQFOXGHV�ERWK�HFRQRPLF�DQG�QRQ�HFRQRPLF�YDULDEOHV��VXFK�DV�H[WHUQDO
�H�J�� WKH� LQWHUQDWLRQDO� HFRQRP\�� DQG� QDWXUDO� �H�J�� HQGRZPHQW� ZLWK� QDWXUDO� UHVRXUFHV�
IDFWRUV�� WKH�H[LVWLQJ� OHYHO�RI�HFRQRPLF�GHYHORSPHQW� DQG� WHFKQRORJLFDO� NQRZOHGJH�� WKH
H[LVWLQJ� OHYHO� DQG� VWUXFWXUH� RI� SK\VLFDO� ILQDQFLDO�� DQG� KXPDQ� FDSLWDO�� SROLWLFDO� DQG
GHPRJUDSKLF� IDFWRUV�� FXOWXUH�� LGHRORJ\�� PRUDO� QRUPV�� WUXVW�� 7KH� LPSRUWDQFH� RI� WKHVH
YDULDEOHV� OLH� LQ� WKDW� WKH� HFRQRPLF� DFWRUV
� DWWHPSWV� WR� FDUU\� RXW� SXUSRVLYH� DFWLRQ� DUH
HPEHGGHG��*UDQRYHWWHU�������LQ�RQJRLQJ�VHWV�RI�HQYLURQPHQWDO�DQG�V\VWHPLF�YDULDEOHV�
7KH�IDFW�WKDW�WKHVH�YDULDEOHV�DUH�SUH�H[LVWHQW�DQG�WKDW�PDQ\�KDYH�SHUVLVWHQW�QDWXUH�VLQFH
WKH\�FKDQJH�RQO\�VORZO\�DUH�FDXVHV�RI�SDWK�GHSHQGHQFH�DOVR�LQ�HFRQRPLF�DFWLYLW\�

7KH� HFRQRPLF� V\VWHP� LV� WKH� VWUXFWXUHG� DQG� FR�RUGLQDWHG� VHW� RI� IRUPDO� DQG� LQIRUPDO
LQVWLWXWLRQV� DQG� VWUXFWXUHV� ±� LQFOXGLQJ� ULJKWV�� FRQVWUDLQWV�� DJUHHPHQWV�� DQG� SXUSRVHIXO
DQG�VSRQWDQHRXV�LQGLYLGXDO�DQG�VRFLDO�DFWLRQ�SULQFLSOHV�±�WKDW�KXPDQ�EHLQJV�DJUHH�RQ�RU
DFFHSW� YLD� OHDUQLQJ�� VRFLDO� LQWHUDFWLRQ� RU� FRHUFLRQ� LQ� RUGHU� WR� PDNH� WKHLU� LQGLYLGXDO
HFRQRPLF� DFWLRQV� FRPSDWLEOH� DQG� LQGLYLGXDOO\� RU� VRFLDOO\� XVHIXO� WR� SXUVXH� D� VXSHULRU
JRDO�RU�WKH�LQWHUHVWV�RI�D�VSHFLILF�VRFLDO�JURXS�RU�FODVV��7KH�HFRQRPLF�V\VWHP�FRQVLVWV�RI
D� QHWZRUN� RI� VWUXFWXUHG� UHODWLRQV� WKDW� PRXOG�� FRQVWUDLQ� DQG� RUJDQL]H� WKH� DFWLYLW\� RI
HFRQRPLF�DFWRUV�LQ�WKHLU�LQWHUDFWLRQ�ZLWK�RWKHU�DFWRUV�DQG�ZLWK�WKH�HQYLURQPHQW�DV�WKH\
SXUVXH� VRPH� HFRQRPLF� JRDOV�� ,W� IROORZV� IURP� WKH� DERYH� GHILQLWLRQ� WKDW� WKH� HFRQRPLF
V\VWHP� VLPSOLILHV� WKH� VLWXDWLRQ� DQG� UHGXFHV� XQFHUWDLQW\� IRU� WKH� DFWRUV�� FRQVWUDLQV� WKH
YDULDQFH�RI�LQGLYLGXDO�EHKDYLRXU��WKHUH�FRPSULVLQJ�RSSRUWXQLVP���PLWLJDWHV�WKH�SUREOHP
RI� VPDOO�QXPEHUV� �E\�FUHDWLQJ� UHJXODULWLHV�DQG�QRUPV�� DQG� LQIRUPDWLRQ� 
LPSDFWHGQHVV
�
UHGXFHV� WKH� FRQVHTXHQFHV� RI� ERXQGV� RQ� UDWLRQDOLW\�� ZKLOH� PDNLQJ� FRQWURO� DQG
HQIRUFHPHQW�PRUH�HIIHFWLYH�DQG�OHVV�FRVWO\�

,Q�EULHI��WKH�HFRQRPLF�V\VWHP���D��VWUXFWXUHV�WKH�LPSDFW�RI�WKH�HQYLURQPHQW�RQ�HFRQRPLF
DFWRUV�DQG�VRIWHQV�WKH�OLPLWV�GHULYLQJ�IURP�WKH�IHDWXUHV�RI�WKH�KXPDQ�IDFWRU���E��UHGXFHV
WUDQVDFWLRQ�FRVWV�DOVR�YLD�LQFUHDVLQJ�LQVWLWXWLRQDO�UHWXUQV�WR�VFDOH�DQG�OLPLWV�OHDUQLQJ�DQG
LQIRUPDWLRQ�FRVWV�E\�VLPSOLI\LQJ�DQG�VSHFLDOL]LQJ�WKH�FKRLFH�VHW��DQG��F��FUHDWHV�D�FULWLFDO
PDVV� RI� LQGLYLGXDO� DFWLYLWLHV� WKDW� PD\� DPSOLI\� DQG� H[WHQG� WKHLU� LPSDFW� DQG� LQFUHDVH
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LQGLYLGXDO� UHWXUQV�� ,Q� WKLV� ZD\�� WKH� HFRQRPLF� V\VWHP� SURGXFHV� VSLOORYHUV� DQG
H[WHUQDOLWLHV�WKDW�GHFUHDVH�DQG�UHDOORFDWHV�WUDQVDFWLRQ�FRVWV�RI�HFRQRPLF�DFWLYLW\��GHILQHV
LQFHQWLYHV�� RSHQV� RSSRUWXQLWLHV�� DQG� VWUXFWXUHV� LQGLYLGXDO� DGDSWDWLRQ� DQG� GLVFRYHU\�� ,W
DOVR� GHWHUPLQHV� WKH� DOORFDWLRQ� RI� LQGLYLGXDO� UHVRXUFHV� DQG� DFWLYLWLHV� E\� GHILQLQJ� WKH
LQFHQWLYH�VWUXFWXUH�

6LQFH�WKH�HFRQRPLF�V\VWHP�IRUPV�WKH�EDVLV�XSRQ�ZKLFK�UHJXODULWLHV�DQG�VWDEOH�LQWHU�DFWRU
UHODWLRQV� FDQ� EH� HIILFLHQWO\� VWUXFWXUHG� DQG� VXSSRUWHG� WKURXJK� WLPH�� DQ\� FRPSOH[
HFRQRP\�LV�HQGRZHG�ZLWK�WDQJLEOH�DQG�LQWDQJLEOH�DVVHWV�WKDW�DUH�VSHFLILF�WR�WKH�H[LVWLQJ
V\VWHP�� 7KHVH� LQWDQJLEOH� DVVHWV� LQFOXGH� NQRZOHGJH� DQG� FDSDELOLWLHV�� SURSHUW\� ULJKWV�
ODERXU�UHODWLRQV�WKDW�DUH�VSHFLILF�WR�D�JLYHQ�V\VWHP�DQG�UHIOHFW�WKH�VWUXFWXUDO�IHDWXUHV�RI
WKH� V\VWHP��7DQJLEOH� DVVHWV� LQFOXGH� SK\VLFDO� DVVHWV� DQG� WKH� V\VWHP�VSHFLILF� FRQWHQW� RI
WKH�SDWWHUQ�RI� ODERXU�GLYLVLRQ�� WKH�IHDWXUHV�DQG�VRXUFHV�RI� ILQDQFLQJ�HFRQRPLF�DFWLYLW\�
FRPSDQ\�RUJDQL]DWLRQ��IORZV�RI�LQWHUQDWLRQDO�DQG�GRPHVWLF�WUDGH��SROLF\�VWUXFWXUHV��JRDOV
DQG� LQVWUXPHQWV�� ,W� VKRXOG� EH� VWUHVVHG� WKDW� LQ� UHDO� HFRQRPLF� V\VWHPV� WKH� JHQHUDO� DQG
PDWHULDO�VLGH�RI�DVVHWV�LV�KDUGO\�DQG�FOHDUO\�VHSDUDEOH�IURP�V\VWHP�VSHFLILF�IHDWXUHV��$OO
WKHVH�DVVHWV�DUH�V\VWHP�VSHFLILF� LQ� WKH�VHQVH� WKDW� LI� WKH� V\VWHP�FKDQJHV� WKH\�FDQQRW�EH
UHGHSOR\HG�WR�DOWHUQDWLYH�XVHV�ZLWKRXW�IXOO�RU�SDUWLDO�ORVV�RI�WKHLU�SURGXFWLYH�YDOXH�

6HHQ�IURP�WKH�SHUVSHFWLYH�RI�WKH�UROH�DQG�GHYHORSPHQW�RI�WKH�60(�VHFWRU��WKH�UHOHYDQW
GLPHQVLRQV�RI� WKH�HFRQRPLF�V\VWHP�DUH� WKH�QDWXUH�DQG�UROH�RI�RWKHU� �ODUJHU�� ILUPV�DQG
WKH� VWDWH�� WKH� EXGJHW� FRQVWUDLQW� RI� HFRQRPLF� DFWRUV�� PRQHWDU\� DQG� ILQDQFLDO� IDFWRUV�
SURSHUW\�ULJKWV�DQG�RZQHUVKLS�IRUPV��PRWLYDWLRQV�DQG�LQFHQWLYHV��DQG�WKH�ZD\�LQ�ZKLFK
FRUSRUDWH� GHFLVLRQV� DUH� PDGH�� 7KH� UHOHYDQW� GLPHQVLRQV� RI� WKH� HQYLURQPHQW� DUH� WKH
FRXQWU\�HQGRZPHQW�ZLWK�QDWXUDO�UHVRXUFHV��SRSXODWLRQ��LQIUDVWUXFWXUH��JHRJUDSKLFDO�DQG
JHR�SROLWLFDO� ORFDWLRQ�� FXOWXUH� DQG� VRFLDO� UHODWLRQV� �LQFOXGLQJ� WKH� VRFLDO� SHUFHSWLRQ� RI
SURSHUW\�ULJKWV�DQG�HQWUHSUHQHXULDO�DFWLYLW\��

��� (FRQRPLF�DFWRUV

7KH� WKLUG�� SDUWLDOO\� LQGHSHQGHQW� YDULDEOH� WKDW� H[SODLQV� WKH� RXWFRPH� RI� DQ� HFRQRP\
LQYROYHV� YDULRXV� LQGLYLGXDO� IHDWXUHV�� WKH� HFRQRPLFDOO\� PRVW� LPSRUWDQW� RI� ZKLFK� LV
LQGLYLGXDO� FDSDELOLWLHV��� 7KHVH� LQFOXGH� WKH� NQRZOHGJH� DQG� VNLOOV� DQG� WKH� DELOLW\� WR
SHUIRUP�FHUWDLQ�DFWLRQV�DQG�SXUVXH�JRDOV��$OWKRXJK�WKH\�DUH�LQGLYLGXDO��WKH�FDSDELOLWLHV
RI� GLIIHUHQW� LQGLYLGXDOV� DUH� FR�RUGLQDWHG� DQG� OLQNHG� WRJHWKHU� DV� D� FRQVHTXHQFH� RI� WKH
H[LVWLQJ� HQYLURQPHQW� DQG� WKH� HFRQRPLF� V\VWHP�� &DSDELOLWLHV� UHTXLUH� LQYHVWPHQW� WR� EH
FUHDWHG� DQG� SURGXFH� DQ� RXWFRPH� ZKHQ� DSSOLHG� WR� HFRQRPLF� DFWLYLW\��� ,QYHVWPHQW� LQ
FDSDELOLWLHV�GHSHQGV�XSRQ�WKH�HQYLURQPHQW�DQG�WKH�HFRQRPLF�V\VWHP�LQ�ZKLFK�WKH\�WDNH
SODFH��,W�UHTXLUHV�ORQJ�SHULRGV�RI�WLPH�WR�WDNH�HIIHFW��LQ�SDUWLFXODU�DV�IDU�DV�WDFLW�VNLOOV�DQG
FRPSOH[� RUJDQL]DWLRQDO� FDSDELOLWLHV� DUH� LQYROYHG�� 6LPLODU� WR� LQYHVWPHQW� LQ� SK\VLFDO
FDSLWDO�� LQYHVWPHQWV� LQ� FDSDELOLWLHV� KDYH� D� KLJK� ULVN� RI� IDLOXUH�� LQ� SDUWLFXODU� XQGHU
FLUFXPVWDQFHV� RI� KLJK� HQYLURQPHQWDO� XQFHUWDLQW\� RU� LQVWLWXWLRQDO� GLVUXSWLRQ�� 7KH
������������������������������������������������
� ,� GLVWLQJXLVK� KHUH� LQGLYLGXDO� FDSDELOLWLHV� IURP� VRFLDO� FDSDELOLWLHV� ±� L�H�� WKH� LQVWLWXWLRQV� WKDW� VXSSRUW
LQYHVWPHQW� LQ� KXPDQ� FDSLWDO�� WHFKQRORJLFDO� FRPSHWHQFH� DQG� WKH� ILQDQFLDO� LQVWLWXWLRQV� DFFRUGLQJ� WR
$EUDPRYLW]������±�WKDW�LQ�P\�YLHZ�DUH�SDUW�RI�WKH�HFRQRPLF�V\VWHP�

� ,�IROORZ�KHUH�6ZDDQ������
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HIIHFWLYHQHVV�RI�LQVWLWXWLRQV�DQG�LQFHQWLYHV�LQ�WXUQ�GHSHQGV�XSRQ�WKH�OHYHO�RI�FDSDELOLWLHV
SUHYDLOLQJ� LQ� WKH�HFRQRP\�� ,I�FDSDELOLWLHV�DUH� LQLWLDOO\�XQILW� LQ� WKH�QHZ�HQYLURQPHQW�RU
V\VWHP�� WKH� UHVSRQVHV� WR� FKDQJHV� LQ� ERWK� LQVWLWXWLRQV� DQG� LQFHQWLYHV� ZLOO� EH
SURSRUWLRQDOO\�ORZHU�

&DSDELOLWLHV� SOD\� D� FUXFLDO� UROH� DQG� DUH� SDUWLFXODUO\� FRPSOH[� LQ� WKH� FDVH� RI� KRUL]RQWDO
LQWHU�ILUP�FR�RSHUDWLRQ��,W�LV�LPSRUWDQW�WR�GLVWLQJXLVK�EHWZHHQ�WHFKQLFDO�FDSDELOLWLHV�DQG
UHODWLRQDO�FDSDELOLWLHV��7HFKQLFDO�FDSDELOLWLHV�UHIHU�WR� WKH�NQRZOHGJH��ERWK�FRGLILHG�DQG
WDFLW�� WKH� VNLOOV�� WKH� DELOLW\� DQG� WKH� H[SHULHQFH� QHFHVVDU\� WR� SHUIRUP� WKH� DSSURSULDWH
HFRQRPLF� �SURGXFWLRQ�RU�PDUNHWLQJ�� DFWLRQ��7KLV� LQYROYHV� WKH� DELOLW\� WR� GHWHUPLQH� WKH
SURGXFWLYH�SURILOH�RI� WKH� ILUP�DQG� RUJDQL]H� WKH� SURGXFWLRQ� SURFHVV�ZLWK� WKH� QHFHVVDU\
FRPSOHPHQWDULWLHV��.QRZOHGJH�RI�WKLV�NLQG�LV�DW�WKH�EDVLV�RI�WKH�WHFKQLFDO�SHUIRUPDQFH
RI� SURGXFWLRQ� SURFHVVHV� DQG� GHWHUPLQHV� WKH� XVH� WKDW� DFWRUV� PDNH� RI� WHFKQLFDO
LQIRUPDWLRQ�� ,Q� DQ\� JLYHQ� HQYLURQPHQW� DQG� HFRQRPLF� V\VWHP�� WHFKQLFDO� FDSDELOLWLHV
GHILQH�ZKDW� LV�SK\VLFDOO\�DQG�WHFKQLFDOO\�IHDVLEOH� LQ� WKH�HFRQRPLF�SURFHVV�DQG�KRZ�DQ
LQYHVWPHQW�VKRXOG�EH�WHFKQLFDOO\�LPSOHPHQWHG�LQ�D�JLYHQ�HFRQRP\�

5HODWLRQDO� FDSDELOLWLHV� KDYH� WR� GR� ZLWK� WKH� RUJDQL]DWLRQ� DQG� FR�RUGLQDWLRQ� RI� WKH
HFRQRPLF�SURFHVV�� EHFDXVH� WKH\�GHWHUPLQH� WKH� DELOLW\�RI� VRFLDO� DFWRUV� WR� FR�RSHUDWH� LQ
SXUVXLQJ�WKHLU�LQGLYLGXDO�JRDOV�E\�PDNLQJ�XVH�RI�HFRQRPLF�LQIRUPDWLRQ��7KH\�FRQVLVW�LQ
WKH�NQRZOHGJH��PDLQO\�WDFLW��DQG�DELOLW\�WR�PDQDJH�UHODWLRQVKLSV�ZLWK�DFWXDO�RU�SRWHQWLDO
FRPSHWLWRUV��FR�RSHUDWRUV�DQG�RWKHU�VWDNHKROGHUV�LQ�WKH�SURGXFWLRQ�SURFHVV��7KHUHIRUH��LW
LV�UHODWLRQDO�FDSDELOLWLHV�WKDW�GHILQH�WKH�VWUXFWXUH��DFWXDO�XVH��SDWK�RI�GHYHORSPHQW�RI�WKH
WHFKQLFDO� FDSDELOLWLHV� ZLWKLQ� WKH� ILUP� DQG� GHILQH� WKH� SODFH� WKH� ILUP� RFFXSLHV� LQ� KHU
HQYLURQPHQW�� 7KLV� 
SODFH
� YDULHV� IURP� WKDW� RI� DQ� LVRODWHG� VPDOO� EXVLQHVV� WR� WKDW� RI� DQ
DFWLYH�PHPEHU�RI�DQ�LQGXVWULDO�GLVWULFW��5HODWLRQDO�FDSDELOLWLHV�PD\�SHUPLW�GLUHFW�FRQWURO
RYHU� WKH� HQWLUH� SURGXFWLYH� SURFHVV� WR� EH� UHSODFHG� E\� FR�RSHUDWLRQ� ZLWK� RWKHU� ILUPV�
7KHUHIRUH��DQ�LQGLVSHQVDEOH�FRPSOHPHQW� LV� WUXVW�DQG�WKH�DFFHSWDQFH�RI�VRPH�GHJUHH�RI
QHWZRUN� REOLJDWLRQ�ZLWK� UHVSHFW� WR� SUHVHQW� DQG� IXWXUH� FRQGXFW�� 7KHVH� IDFWRUV�PDNH� LW
SRVVLEOH�WR�DYRLG�WKH�FRQWLQXRXV�DQG�FRVWO\�VWLSXODWLRQ��PRQLWRULQJ�DQG�HQIRUFHPHQW�RI
GHWDLOHG�FRQWUDFWV�WKDW�DUH�WKXV�SDUWLDOO\�UHSODFHG�E\�UHODWLRQDO�QHWZRUNV��7KLV�PD\�PDNH
LW�HFRQRPLFDOO\�DGYDQWDJHRXV�HQWHULQJ�FR�RSHUDWLYH�QHWZRUNV�FRPSDUHG�WR�ERWK�PDUNHWV
DQG�KLHUDUFKLHV��+RZHYHU��FRPSDUHG� WR�PDUNHWV�DQG�KLHUDUFKLHV��FR�RSHUDWLRQ� LQYROYHV
H[� DQWH� FR�RUGLQDWLRQ� WKDW� LQGXFHV� HDFK� ILUP� WR� JLYH� XS� FHUWDLQ� FRPSRQHQWV� RI� WKH
SURGXFWLRQ� SURFHVV�� 6LQFH� WKH� QHWZRUN� KDV� D� YDOXH� WR� LWV� PHPEHUV�� HDFK� ILUP� ILQGV
UDWLRQDO�WR�JLYH�XS�RSSRUWXQLVP�LQ�RUGHU�WR�SURWHFW�WKH�FR�RSHUDWLYH�QHWZRUN�

7KH� DGYDQWDJH� RI� QHWZRUN� FR�RSHUDWLRQ� IRU� 60(V� LV� JUHDWHU� WKDQ� WKH� GLIIHUHQWLDO
DGYDQWDJH� RI� UHODWLRQDO� FRQWUDFWV�� $V� VWUHVVHG� E\� /RDVE\�� WKLV� NLQG� RI� LQGXVWU\
RUJDQL]DWLRQ�HQDEOHV�ILUPV�WR�GUDZ�RQ�HDFK�RWKHU
V�GLVWLQFWLYH��WHFKQLFDO��FDSDELOLWLHV�LQ
WKH�IRUP�RI�VSHFLILF�VNLOOV��LQIRUPDWLRQ�DQG�WDFLW�NQRZOHGJH�RI�SURFHVVHV�DQG�WHFKQLTXHV
�/RDVE\��������7KLV�NLQG�RI�LQWHUDFWLRQ�VWLPXODWHV�
VRFLDO�OHDUQLQJ
�SURFHVVHV�LQ�ZKLFK�D

VRFLDO� SRRO
� RI� LQIRUPDWLRQ� DQG� NQRZOHGJH� LV� FUHDWHG� DPRQJ� WKH� SDUWLFLSDQWV� RI� FR�
RSHUDWLYH� DJUHHPHQWV�� 7KH� HIIHFW� RI� OHDUQLQJ� DQG� LQIRUPDWLRQ� LQ� UHGXFLQJ� FRVWV� LV
SURSRUWLRQDO� WR� WKH� OHQJWK� RI� WKH� FRQWUDFW�� ,Q� IDFW�� SRVLWLYH� H[WHUQDOLWLHV� HPHUJH� IURP
NQRZOHGJH�DQG� LQIRUPDWLRQ�JHQHUDWHG�HLWKHU�E\� LQGLYLGXDO�DJHQWV�RU�E\� WKH� LQWHUDFWLRQ
DPRQJ�GLIIHUHQW�DJHQWV�LQ�D�FR�RSHUDWLYH�DJUHHPHQW�DQG�DUH�WKH�JUHDWHU�WKH�PRUH�VWDEOH�LV
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WKH�FR�RSHUDWLRQ��7KHVH�H[WHUQDOLWLHV�FDQ�EH�LQ�WKH�IRUP�RI�QHZ�SURGXFWV�DQG�SURFHVVHV�
QHZ� FRPELQDWLRQV� RI� UHVRXUFHV�� HQKDQFHG� FRPSHWLWLYHQHVV�� SURGXFWLRQ� UDWLRQDOL]DWLRQ�
DQG�
TXDVL�UHQWV
��6DQWRV����������

2QH�VKRXOG�DOVR�DGG�WKDW�D�FRQWH[W�EDVHG�RQ�WUXVW��FR�RSHUDWLRQ�ZLWK�DQG�GHSHQGHQFH�RQ
RWKHUV� HDVLO\� VXSSOLHV� DFWRUV� ZLWK� SRZHUIXO� LQFHQWLYHV�� ,Q� EULHI�� QHWZRUN� FR�RSHUDWLRQ
VWLPXODWHV� WKH� SURGXFWLRQ� RI� SRVLWLYH� DQG� DSSURSULDEOH� H[WHUQDOLWLHV� DQG� VXSSOLHV
SRZHUIXO�LQFHQWLYHV�

5HODWLRQDO� FDSDELOLWLHV� DUH� SDUWLFXODUO\� LPSRUWDQW� IRU� 60(V� VLQFH� WKH\� DUH� RIWHQ
HQWHUSULVHV�WKDW�EHFDXVH�RI�WKHLU�OLPLWHG�VL]H�FDQQRW�LQFOXGH�DOO�WKH�WHFKQLFDO�FDSDELOLWLHV
WR� SURGXFH� DQG�PDUNHW� D� FRPSOH[� SURGXFW��7KHUHIRUH�� WKH\� KDYH� RQH� RI� WKH� IROORZLQJ
FKRLFHV�� �D�� EX\� WKH� RWKHU� FRPSRQHQWV� RQ� WKH� PDUNHW�� �E�� PDNH� RQH� FRPSRQHQW� DQG
GHOLYHU�LW�WR�D�ODUJHU�ILUP�DV�D�VXE�FRQWUDFWRU��RU��F��HQWHU�LQWR�D�FR�RSHUDWLYH�SURGXFWLYH
RU�PDUNHWLQJ� DUUDQJHPHQW�ZLWK� WKH� SURGXFHUV� RI� WKH�PLVVLQJ� FRPSRQHQWV�� 7KH� FKRLFH
EHWZHHQ�PDNLQJ� DQG� EX\LQJ� GHSHQGV�� DW� OHDVW� LQ� SDUW�� XSRQ�ZKHWKHU� WKH� ILUP� KDV� WKH
FDSDELOLWLHV� WR� PDQDJH� FRPSOHPHQWDULWLHV� DQG� PDQXIDFWXUH� D� FHUWDLQ� SURGXFW
�5LFKDUGVRQ��������,I�QRW��LW�ZLOO�UHVRUW�WR�DQ�RXWVLGH�SURGXFHU�

,W� LV� WKH� WKLUG� FDVH� WKDW� LV� RI� JUHDWHU� LQWHUHVW� KHUH�� VLQFH� 60(V� DUH� OLPLWHG� LQ� WKHLU
WHFKQLFDO� FDSDELOLWLHV� WR�PDQXIDFWXUH� FRPSOH[�SURGXFWV�EXW� RIWHQ�KDYH�JRRG� UHODWLRQDO
FDSDELOLWLHV�� 6XFK� ILUPV� KDYH� WKH� RSSRUWXQLW\� WR� FR�RSHUDWH� E\� HVWDEOLVKLQJ� QHWZRUNV�
'LVUHJDUGLQJ� RWKHU� LQGLYLGXDO� IHDWXUHV�� UHODWLRQDO� FDSDELOLWLHV� GHSHQG� HYHQ� PRUH� WKDQ
WHFKQLFDO�FDSDELOLWLHV�RQ�FRQGXFLYH�HQYLURQPHQWDO�DQG�IDYRXUDEOH�V\VWHPLF�IHDWXUHV�WKDW
VXSSRUW�DQG�VWLPXODWH�VXFK�FR�RSHUDWLRQ��$OVR�SROLFLHV�FDQ�JUHDWO\�KHOS�WKH�GHYHORSPHQW
RI�VXFK�FDSDELOLWLHV�

&DSDELOLWLHV�±�LQ�SDUWLFXODU�UHODWLRQDO�RQHV�±�DUH�D�FUXFLDO�IDFWRU�IRU�WKH�GHYHORSPHQW�RI
HQWHUSULVHV�� $V� %HQHGHWWL�� 0LVWUL� DQG� 6RODUL� KDYH� VWUHVVHG�� GLVWULFW� GHYHORSPHQW� JRHV
WRJHWKHU�ZLWK� D� JHQHUDO� JURZWK� LQ� WKH� FRPSOH[LW\� RI� WKH� H[WHUQDO� HQYLURQPHQW� DQG� RI
ILUP�HQYLURQPHQW� LQWHUDFWLRQV� �%HQHGHWWL� HW� DO�� ������� ,QFUHDVLQJ� FRPSOH[LW\� LV
SURPRWHG�E\�IDFWRUV�VXFK�DV�LQWHUQDWLRQDOL]DWLRQ��WHFKQRORJLFDO�SURJUHVV��WKH�LQFUHDVLQJ
UROH�RI�FRPSOH[�ILQDQFLDO�YDULDEOHV�DQG�FXOWXUDO�FKDQJH��7KLV�PD\�SURGXFH�XQFHUWDLQW\
WKDW�LQ�WXUQ�VWURQJO\�LQIOXHQFHV�WKH�ILUPV�VWUDWHJLHV�DQG�PD\�HDVLO\�JLYH�ULVH�WR�VXFFHVVIXO
ULVN�DGYHUVH�VWUDWHJLHV��7KHVH�PD\�EH�RI�WZR�W\SHV���D��DW�WKH�GLVWULFW�OHYHO��DQG��E��DW�WKH
HQWHUSULVH�OHYHO�

$W� WKH� GLVWULFW� OHYHO�� WKH� VR�FDOOHG� 
IOH[LELOLW\� SUHIHUHQFH
�� JLYHQ� SURSHU� WHFKQRORJLFDO
FRQGLWLRQV��OHDGV�WR�WKH�FUHDWLRQ�RI�LQWHUFRQQHFWHG�V\VWHPV�RI�VPDOO�HQWHUSULVHV�WKDW�DUH
ERWK�FRPSHWLWRUV�DQG�FRPSOHPHQWDU\��,Q�WKLV�FRQWH[W��H[WHUQDO�HFRQRPLHV�UHSODFH�VFDOH
HFRQRPLHV��
WKH�IOH[LELOLW\�SUHIHUHQFH�LV�WUDQVIRUPHG�LQ�D�VKRUWHQLQJ�RI�WKH�WLPH�KRUL]RQ
RI� LQYHVWPHQWV� DQG� WKHUHIRUH� LQ� VKRUW� SURGXFWLRQ�SURFHVVHV� VXEVWLWXWLQJ� ORQJ� >RQHV@�� ,W
IROORZV� WKDW� WKH� V\VWHP� �FKRRVHV�� DQ� RUJDQL]DWLRQDO� IRUP�ZKLFK� PLQLPL]HV� WKH� 
VXQN
FRVWV
�E\�WKH�PHDQV�RI�PRUH�HDVLO\�FRQYHUWLEOH�LQYHVWPHQWV��$�NLQG�RI��OHJR��SURGXFWLYH
RUJDQL]DWLRQ� HPHUJHV� ZKHUH� IOH[LELOLW\� UHVXOWV� IURP� WKH� H[WUHPH� VSHFLDOL]DWLRQ� RI� LWV
FRPSRQHQWV
��,ELG�����
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$W�WKH�OHYHO�RI�WKH�LQGLYLGXDO�HQWHUSULVH��VSHFLDOL]DWLRQ�LQFUHDVHV�WKH�ULVN�GHULYLQJ�IURP
FKDQJH��7KLV�LQGXFHV�VPDOO�HQWUHSUHQHXUV�WR�GLYHUVLI\�E\�DYRLGLQJ�UHLQYHVWPHQW�RI�DOO�WKH
SURILWV�LQ�WKH�HQWHUSULVH��WKXV�NHHSLQJ�WKH�HQWHUSULVH�VPDOO��+RZHYHU��WKH�JUHDW�V\PPHWU\
RI� WKH� SRVLWLRQV� RI� EXVLQHVVPHQ� DQG� ZRUNHUV� LQ� WKH� GLVWULFW� ILUPV�� VKDULQJ� WKH� VDPH
LQIRUPDWLRQ�RQ�WKH�VLWXDWLRQ�RI�WKH�ILUP�DQG�ZKR�DUH�VLPLODUO\�GHSHQGLQJ�RQ�UHSXWDWLRQDO
HIIHFWV� OLQNHG� WR� LQGLYLGXDO� SHUIRUPDQFH�� JLYH� WKH� UHSURGXFWLRQ� RI� ILUPV� ZLWKLQ� WKH
GLVWULFW�RQJRLQJ�UHODWLRQDO�IHDWXUHV�

7KHVH� IHDWXUHV�PD\�SUHYHQW� WKH�GHYHORSPHQW�RI�FDSDELOLWLHV� LQ�D�PRGHUQ�DQG� FRPSOH[
ZD\�� ,Q� IDFW�� 60(� QHWZRUNV� LQ� GHYHORSHG� PDUNHW� HFRQRPLHV� ±� QRWDEO\� LQGXVWULDO
GLVWULFWV�±�DUH�FKDUDFWHUL]HG�E\�D�SHFXOLDU�GLYLVLRQ�RI�ODERXU�QRW�RQO\�DPRQJ�ILUPV��EXW
DOVR�ZLWKLQ�WKH�ILUP��7KH�H[WUHPHO\�ILQH�GLYLVLRQ�RI�WKH�SURGXFWLRQ�SURFHVV�WKDW�WKH�ILUP
SHUIRUPV� UHTXLUHV� KLJKO\� VSHFLILF� NQRZOHGJH� DQG� LQIRUPDWLRQ�� 8VXDOO\�� RSHUDWLRQDO
SHRSOH��WHFKQLFLDQV�DQG�VNLOOHG�ZRUNHUV��KDYH�WKHVH�NLQGV�RI�FDSDELOLWLHV��7KLV�LV�XVXDOO\
WKH� RULJLQ� RI� EXVLQHVVPHQ� LQ� GLVWULFW� 60(V�� ZKR� KDYH� DFTXLUHG� WKHLU� FDSDELOLWLHV
�NQRZOHGJH� DQG� VNLOOV�� RQ� WKH� MRE�� 7KLV� LV�PDLQO\� WDFLW� NQRZOHGJH� WKDW� LV� GLIILFXOW� WR
WUDQVPLW�DQG�SRVVLEO\�UHSOLFDWH��+RZHYHU��LW�PD\�EH�GLIIXVHG�LQ�D�SDUWLFXODUO\�FRQGXFLYH
HQYLURQPHQW�DQG�HFRQRPLF�V\VWHP�

7KH�DGYDQWDJH�RI�WKLV�W\SH�RI�WHFKQLFDO�FDSDELOLWLHV�LV�WKDW�WKHLU�SURGXFWLRQ�F\FOH�LV�VKRUW�
+RZHYHU��WKH�XQGHUO\LQJ�NQRZOHGJH�FDQ�KDUGO\�EH�WUDQVPLWWHG�DQG�LWV�DFFXPXODWLRQ�DQG
GHYHORSPHQW� DUH� OLPLWHG�� $V� D� FRQVHTXHQFH�� LW� LV� TXLWH� DSSURSULDWH� IRU� VLPSOH� DQG
VSHFLDOL]HG�� LPPHGLDWHO\� DSSOLFDEOH� DGDSWLYH� LQQRYDWLRQV�� QRW� IRU�PRUH� FRPSOH[� RQHV�
8SJUDGLQJ� WKH� GLVWULFW� ILUPV� UROH� LV� RQO\� SRVVLEOH� YLD� FRPSOH[� DQG� G\QDPLF� UHODWLRQDO
FDSDELOLWLHV��7KHVH�PD\�FUHDWH�FRPSOH[�GLVWULFW�VWUXFWXUHV�WKDW�SURGXFH�H[WHUQDOLWLHV�DQG
SHUPLW�WKH�PRGHUQL]DWLRQ�RI�WKH�HQWLUH�GLVWULFW�

��� 7KH�LQWHUDFWLRQ�RI�DFWRUV�DQG�WKH�FRQWH[W

$Q\�VSHFLILF�HFRQRPLF�RXWFRPH�UHVXOWV�IURP�WKH�DFWLYLW\�RI�HFRQRPLF�DFWRUV�LQ�D�JLYHQ
FRQWH[W��,�GLVWLQJXLVK�WKUHH�W\SHV�RI�DFWRUV���D��VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV���E�
ODUJH�ILUPV��DQG��F��SROLF\�PDNHUV���(DFK�JURXS�LV�ERXQGHGO\�UDWLRQDO�LQ� WKH�VHQVH�WKDW
DFWRUV�WU\�WR�SXUVXH�WKHLU�REMHFWLYH�IXQFWLRQ�LQ�WKH�EHVW�SRVVLEOH�ZD\��DOWKRXJK�WKH\�ZRUN
ZLWK�WKHLU�OLPLWHG�NQRZOHGJH�DQG�LQIRUPDWLRQ��6LQFH�WKH�REMHFWLYH�IXQFWLRQV�DUH�GLIIHUHQW
IRU� JURXSV� �D�� DQG� �E�� DV� FRPSDUHG� WR� JURXS� �F��� WKH\� DIIRUG� WZR� GLIIHUHQW� VHWV� RI
NQRZOHGJH�DQG�LQIRUPDWLRQ�W\SHV�DQG�SUREOHPV��,�DVVXPH�WKDW�EXVLQHVVPHQ��60(V�DQG
ODUJH� ILUPV��KDYH�JRRG�NQRZOHGJH�DQG� LQIRUPDWLRQ�RQ�VSHFLILF�DQG� ORFDOL]HG�YDULDEOHV
�
GLVSHUVHG� NQRZOHGJH
� DQG� LQIRUPDWLRQ��� EXW� WKH\� KDYH� ZHDN� JHQHUDO� �FHQWUDOL]HDEOH�
NQRZOHGJH�DQG�LQIRUPDWLRQ��3ROLF\�PDNHUV�DUH�FKDUDFWHUL]HG�E\�WKH�RSSRVLWH�VLWXDWLRQ�

6LQFH�WKH\�SXUVXH�GLIIHUHQW�REMHFWLYH�IXQFWLRQV��WKHLU�LQGLYLGXDO�DWWLWXGH�LV�DOVR�GLIIHUHQW�
6LPSOLI\LQJ��,�VXSSRVH�WKDW�EXVLQHVVPHQ�SXUVXH�WKHLU�RZQ�LQGLYLGXDO�JDLQ��ZKLOH�SROLF\
PDNHUV�SXUVXH� VRPH�NLQG� RI� VRFLDO� DGYDQWDJH� �LQ� RXU� FDVH�� WKH\� WU\� WR� FUHDWH� WKH� EHVW

������������������������������������������������
� )ROORZLQJ�VWDQGDUG�XVDJH��HQWHUSULVH�DQG�ILUP�DUH�WUHDWHG�DV�V\QRQ\PV��6LQFH�,�GHDO�ZLWK�60(V��,�GR
QRW�GLVWLQJXLVK�EHWZHHQ�WKH�LQGLYLGXDOLVWLF�DVSHFWV�RI�ILUPV��H�J��WKH�RZQHU�RU�PDQDJHU�DV�LQGLYLGXDOV��DQG
WKH�ILUP�DV�D�FROOHFWLYH��&RQVHTXHQWO\��,�GLVUHJDUG�KHUH�DJHQF\�SUREOHPV�
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FRQGLWLRQV�IRU�WKH�GHYHORSPHQW�RI�60(V���7KLV�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW�WKH\�DUH
UHVSHFWLYHO\� RSSRUWXQLVWLF� DQG� DOWUXLVWLF�� ,QGHHG�� ,� ZLOO� VKRZ� WKDW� WKH� IHDWXUHV� DQG
EHKDYLRXU� RI� HFRQRPLF� DFWRUV� GHWHUPLQH� WKH� W\SH� RI� 60(V� WKDW� GHYHORS� LQ� D� JLYHQ
HFRQRP\�� 0RUH� SUHFLVHO\�� WKH� GHYHORSPHQW� RI� FRPSOH[� QHWZRUNV� �VXFK� DV� LQGXVWULDO
GLVWULFWV�RU�ORFDO�SURGXFWLYH�V\VWHPV��UHTXLUH��D�FHUWDLQ�GHJUHH�RI��DOWUXLVWLF�EXVLQHVVPHQ
DQG� SROLF\�PDNHUV� DQG� D� ORZ� GHJUHH� RI� YDULDQFH� LQ� WKLV� LQGLYLGXDO� IHDWXUH�� +RZ� WKLV
UHVXOW� LV� SURGXFHG� DQG� KRZ� VWDEOH� DOWUXLVP� LV� GHSHQG� RQ� WKH� FRQWH[W�� ,I� ERWK� DFW
RSSRUWXQLVWLFDOO\��WKH�RXWFRPH�ZLOO�EH�LQGHSHQGHQW��LVRODWHG��60(V��7KH�FDVH�RI�60(V
WKDW�DUH�YHUWLFDOO\�LQWHJUDWHG�ZLWK�ODUJH�ILUPV�LV�LQWHUPHGLDWH�

7KHUHIRUH�� 60(� EXVLQHVVPHQ� DQG� SROLF\� PDNHUV� FDQ� EH� VXFFHVVIXO� LQ� GHYHORSLQJ
FRPSOH[�60(V�VWUXFWXUHV�RQO\�ZLWKLQ�D�FHUWDLQ�UDQJH�RI�YDOXHV�RI�FRQWH[WXDO�FRPSOH[LW\
DQG�LQGLYLGXDO�IHDWXUHV��60(V�VXFFHVV��TXDQWLW\��DQG�QDWXUH��TXDOLW\��VXFK�DV�QHWZRUNV�
GHSHQG�RQ�WKHVH�WZR�VHWV�RI�YDULDEOHV��&RQVHTXHQWO\��WKHUH�PXVW�EH�D�FHUWDLQ�GHJUHH�RI
FRPSDWLELOLW\� DQG� FRPSOHPHQWDULW\� EHWZHHQ� FRQWH[WXDO� FRPSOH[LW\� DQG� LQGLYLGXDO
IHDWXUHV��3ROLF\�PDNHUV�VKRXOG�WU\�WR�VWUHQJWKHQ�VXFK�FRPSDWLELOLW\�DQG�FRPSOHPHQWDULW\
DQG� WU\� WR� ILOO� JDSV� ZKHQHYHU� WKLV� PD\� EH� IHDVLEOH�� 7KLV� PD\� EH� D� IXUWKHU� LPSRUWDQW
IRUPDO�VRXUFH�RI�V\VWHPLF�DVVHW�VSHFLILFLW\�

*LYHQ� WKHVH� LQGLYLGXDO� IHDWXUHV� RI� UDWLRQDOLW\�� NQRZOHGJH�� LQIRUPDWLRQ�
RSSRUWXQLVP�DOWUXLVP� DQG� FRQWH[WXDO� FRPSOH[LW\�� HFRQRPLF� DFWRUV� KDYH� DQ� LQWHUHVW� LQ
LQYHVWLQJ� UHVRXUFHV� LQ� RUGHU� WR� DGDSW� DQG� JDLQ� DGYDQWDJHV� IURP� VRFLDO� DQG� HFRQRPLF
LQWHUDFWLRQV�� 6RFLRORJLFDO� DQG� HFRQRPLF� OLWHUDWXUH� KDV� GHWHFWHG� IRXU� GLIIHUHQW� W\SHV� RI
HFRQRPLFDOO\� UHOHYDQW� DVVHWV�� VRFLDO�� V\VWHPLF�� KXPDQ�� DQG� PDWHULDO� �SK\VLFDO� DQG
ILQDQFLDO��DVVHWV��7KH�QHW�SUHVHQW�YDOXH�RI�WKDW�LQYHVWPHQW�IRUPV�WKH�DFWRUV
�FDSLWDO�ZKLFK
FUHDWHV��UHVSHFWLYHO\��UHODWLRQDO��V\VWHPLF��KXPDQ��DQG�PDWHULDO� �SK\VLFDO�DQG�ILQDQFLDO�
FDSDELOLWLHV�� $OWKRXJK� WKHVH� DVVHWV� ±� DQG� WKH� LQYHVWPHQW� LQ� WKHP� WKDW� LV� QHFHVVDU\� WR
FUHDWH� FDSLWDO�� DQG� FDSDELOLWLHV� ±� DUH� SDUWLDOO\� RYHUODSSLQJ� LQ� UHDO� HFRQRPLHV�� LW� LV
FRQFHSWXDOO\�DQG�DQDO\WLFDOO\�XVHIXO�WR�GLVWLQJXLVK�WKHP�

,W� LV� DOVR� LPSRUWDQW� WR� VWUHVV� WKDW� LQYHVWPHQW� LQ� VRFLDO�� V\VWHPLF� DQG� KXPDQ� DVVHWV� LV
SDUWLFXODUO\� WLPH� FRQVXPLQJ� DQG� FKDUDFWHUL]HG� ZLWK� KLJK� VXQN� FRVWV�� &RQVHTXHQWO\�
VRFLDO�� V\VWHPLF�� DQG� KXPDQ� FDSLWDO� FKDQJH� RQO\� VORZO\� TXDQWLWDWLYHO\� DQG� LQ� WKHLU
VWUXFWXUH�� *LYHQ� WKH� GLIIHUHQW� W\SHV� RI� FDSLWDO�� WKH� DFWRUV
� VSRQWDQHRXV� DFWLYLW\� DQG
SROLFLHV�FDQ�JRYHUQ�LQYHVWPHQW�LQ�PDWHULDO�DVVHWV�LQ�D�UHODWLYHO\�HDV\�ZD\��DOWKRXJK�WKLV
LV� QRW� D� ULVN�IUHH� DQG� LQVWDQWDQHRXV� SURFHVV� HLWKHU�� ,QYHVWPHQW� LQ� V\VWHPLF� DVVHWV
UHSUHVHQWV� DQ� LQWHUPHGLDWH� FDVH�� VLQFH� SURSHU� VSRQWDQHRXV� SURFHVVHV� DQG� SROLFLHV� RI
LQVWLWXWLRQDO�UHIRUP�FDQ�PRGLI\�RU� WUDQVIRUP�WKH�HFRQRPLF�V\VWHP�LQ�ZKLFK� WKH�DFWRUV

DFWLYLW\�LV�HPEHGGHG��)RU�WKLV�UHDVRQ��WKH�LPSRUWDQFH�RI�LQYHVWPHQW�LQ�V\VWHPLF�DVVHWV�LV
RXWVWDQGLQJ��VLQFH�EXVLQHVVPHQ�DQG�SROLF\�PDNHUV�FDQ�SURSHUO\�VWUXFWXUH�WKH�V\VWHP�LQ
VXFK�D�ZD\�WKDW�PRXOGV�LQFHQWLYHV�WR�LQYHVWPHQW�LQ�VRFLDO�DQG�KXPDQ�DVVHWV��,QYHVWPHQW
RI� VFDUFH� UHVRXUFHV� LQ� GLIIHUHQW� W\SHV� RI� DVVHWV� LV� SDUWLDOO\� DOWHUQDWLYH�� SDUWLDOO\
FRPSOHPHQWDU\�RU�HYHQ�PXWXDOO\�UHLQIRUFLQJ��)RU�LQVWDQFH��DV�ZH�ZLOO�VHH�LQ�WKH�FDVH�RI
60(V�� LQYHVWPHQW� LQ� VRFLDO� FDSLWDO�PD\� UHQGHU� IXUWKHU� LQYHVWPHQW� LQ� V\VWHPLF�� KXPDQ
DQG�PDWHULDO�DVVHWV�OHVV�FRVWO\�DQG�PRUH�SURGXFWLYH�
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7KH� UROH�� VWUXFWXUH� DQG� GHYHORSPHQW� RI� 60(V� LQ� D� JLYHQ� HFRQRP\� GHSHQGV� RQ� WKH
LQWHUSOD\� DPRQJ� WKHVH� IRXU� NLQGV� RI� FDSLWDO�� 6RFLDO� FDSLWDO� FDQ� EH� GHILQHG� DV� WKH
HFRQRPLF� YDOXH� RI� VRFLDO� LQVWLWXWLRQV�� 6RFLDO� FDSLWDO� LV� WKH� VHW� RI� IRUPDO� DQG� LQIRUPDO
VRFLDO� UHODWLRQV� WKDW� VXSSRUW� WKH� SUHYDLOLQJ� LQVWLWXWLRQV� DQG� VWUXFWXUHV� ZLWKLQ� D� JLYHQ
VRFLHW\��7KH\�LQFOXGH�VXFK�YDULDEOHV�DV�PXWXDO�WUXVW��PRUDO�QRUPV�DQG�UXOHV�WKDW�UHJXODWH
VRFLDO� OLIH�� FLYLF� DVVRFLDWLRQV�� QHWZRUNV�� VRFLDO� DWWLWXGHV� WRZDUGV� ODERXU� DQG� RUJDQL]HG
HFRQRPLF� DFWLYLW\� �&ROHPDQ� ����� DQG� 3XWQDP� ������� 6RFLDO� FDSLWDO� VWUXFWXUHV� ERWK
IRUPDO�DQG�LQIRUPDO�LQVWLWXWLRQV�DQG�LQ�WKH�ORQJ�UXQ�LW�KDV�VWURQJ�LQIOXHQFH�RQ�LQGLYLGXDO
IHDWXUHV��,Q�WKLV�VHQVH�LW�PD\�SURPRWH�VSRQWDQHRXV�FR�RSHUDWLRQ�DPRQJ�VRFLDO�DFWRUV�RU
FDQ� VXSSO\� WKH� VRFLDO� EDVLV� RI� KLHUDUFKLHV� DQG� KHOSV� WR� RYHUFRPH� WKH� GLOHPPDV� RI
FROOHFWLYH�DFWLRQ�E\�UHGXFLQJ�RSSRUWXQLVP��2VWURP��������,Q�FLUFXPVWDQFHV�ZHUH�VRFLDO
FDSLWDO� LV� ZHOO� GHYHORSHG� WUDQVDFWLRQ� FRVWV� DUH� ORZHU�� DFWRUV� PDNH� OHVV� XVH� RI� H[LW
PHFKDQLVPV�FRPSDUHG�WR�YRLFH�DQG�DGDSWDWLRQ��DQG�DOVR�WKH�FRVWV�RI�FKDQJH��WUDQVLWLRQ
FRVWV��PD\�EH�OHVV�UHOHYDQW��7KHUHIRUH��VRFLDO�FDSLWDO� LV�D��SDUWLDO��VXEVWLWXWH�IRU�IRUPDO
LQVWLWXWLRQV�WKDW�UHGXFH�WUDQVDFWLRQ�FRVWV��

��� 7KH�HFRQRPLF�V\VWHP�DQG�V\VWHPLF�FDSLWDO

,QGLYLGXDO�DQG�FROOHFWLYH�DFWRUV�WKDW�RSHUDWH�LQ�D�JLYHQ�V\VWHP�KDYH�WR�OHDUQ�WR�DGDSW�DQG
XVH�WKRVH�DVVHWV�DQG�WKH�RSSRUWXQLWLHV�WKH\�RIIHU�FUHDWLQJ�V\VWHPLF�FDSLWDO��7KH\�KDYH�WR
LQYHVW� YDOXDEOH� UHVRXUFHV� LQ� V\VWHP�VSHFLILF� DVVHWV�� GLUHFWO\� RU� LQGLUHFWO\�� ,Q� WKLV�ZD\�
WKH\� DFTXLUH� SURSHUW\� ULJKWV� LQ� WKH� V\VWHP� DQG� EHFRPH� 
RZQHUV
� RI� WKH� V\VWHP�� 6LQFH
WKRVH� UHVRXUFHV�PD\�EH� VXEWUDFWHG� IURP�DOWHUQDWLYH�XVHV�� H�J�� IURP�GLUHFWO\� SURGXFWLYH
LQYHVWPHQW� LQ�PDWHULDO� DVVHWV�� WKH� RYHUDOO� SHUIRUPDQFH� RI� DQ� HFRQRP\�GHSHQGV� RQ� WKH
EDODQFH� EHWZHHQ� WKH� DPRXQW� DQG� SURGXFWLYLW\� RI� WKH� UHVRXUFHV� WKDW� DUH� DFWXDOO\
VXEWUDFWHG�IURP�GLUHFWO\�SURGXFWLYH�XVH�WR�EH�LQYHVWHG�LQ�V\VWHP�VSHFLILF�DVVHWV�DQG�WKH
YDOXH� RI� WKH� FRPSOHPHQWDULWLHV�� VSLOORYHUV� DQG� H[WHUQDOLWLHV� WKDW� WKH� HFRQRPLF� V\VWHP
SURGXFHV�DV�D�UHVXOW�IRU�SURGXFWLYH�DFWLYLW\��

'LIIHUHQW� LQYHVWPHQWV� LQ� V\VWHP�VSHFLILF� DVVHWV� KDYH� GLIIHUHQW� UHWXUQV� DQG� UHSUHVHQW
GLIIHUHQW�W\SHV�RI�DGDSWDWLRQ�WR�H[LVWLQJ�LQVWLWXWLRQV�DQG�VWUXFWXUHV�ZKLFK�DFFXPXODWH�LQ
WKH� DFWRUV
� KDQGV� WR� IRUP� V\VWHPLF� FDSLWDO�� $OWKRXJK� WKH� DFWRUV
� LQGLYLGXDO� IHDWXUHV
LQIOXHQFH� WKHLU� GHFLVLRQ� WR� LQYHVW� LQ� V\VWHP�VSHFLILF� DVVHWV�� LW� LV� WKH� ULJKWV� WKDW� DFWRUV
HQMR\�RYHU�WKLV�FDSLWDO�WKDW�VWUXFWXUH�WKHLU�UDWLRQDOLW\��NQRZOHGJH��RSSRUWXQLVP�DOWUXLVP�
FDSDELOLWLHV� DQG� FRQVHTXHQWO\� WKHLU� EHKDYLRXU� DQG� FKRLFHV�� ,W� LV� ZRUWK� QRWLQJ� WKDW� WKH
H[LVWLQJ�LQGLYLGXDO�IHDWXUHV�GHILQH�WKH�UHDFWLRQ�WR�LQGLYLGXDO�LQFHQWLYHV�DQG�SXW�OLPLWV�WR
LQGLYLGXDO� LQYHVWPHQW� LQ�V\VWHP�VSHFLILF�DVVHWV�DQG�WKXV�H[SODLQ�±� WRJHWKHU�ZLWK�VRFLDO
IDFWRUV� ±� WKH� LQGLYLGXDO� YDULDQFH� LQ� V\VWHPLF� FDSLWDO� HQGRZPHQW�� 6\VWHPLF� FDSLWDO
HPERGLHV� SURSHUW\� ULJKWV� RYHU� V\VWHP�VSHFLILF� DVVHWV�� WKDW� LQ� WXUQ� DIIHFW� WKH� FKRLFH
DPRQJ� H[LVWLQJ� WHFKQRORJLFDO� VROXWLRQV� DQG� WKH� VWUXFWXUH� RI� LQFHQWLYHV�� DQG� LQIOXHQFH
LQYHVWPHQW�LQ�KXPDQ�UHVRXUFHV��FRGLILHG�NQRZOHGJH��WKH�IHDWXUHV�DQG�UROH�RI�LQIRUPDWLRQ

������������������������������������������������
� 2Q�WKH�UROH�RI�VRFLDO�LQVWLWXWLRQV�LQ�UHGXFLQJ�WUDQVDFWLRQ�FRVWV�VHH�:LOOLDPVRQ�������'HQ]DX�DQG�1RUWK
����� FRQVLGHU� 
VKDUHG� PHQWDO� PRGHOV
� VXFK� DV� EHOLHIV� DQG� LGHRORJLHV� DV� SDUWLDO� VXEVWLWXWH� IRU� IRUPDO
LQVWLWXWLRQV�LQ�UHGXFLQJ�WUDQVDFWLRQ�FRVWV�

� )RU�D�PRUH�FRPSOHWH�H[SODQDWLRQ�VHH�'DOODJR������
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IORZV��,Q�VKRUW��V\VWHPLF�FDSLWDO�GHILQHV�WKH�LQGLYLGXDOV
�SRVLWLRQ�LQ�WKH�H[LVWLQJ�HFRQRP\
DQG�LWV�SURGXFWLYH�RXWFRPH�

2QH�VKRXOG�QRWLFH�DW� WKLV�SRLQW� WKDW� V\VWHPLF�FKDQJH�QRW�RQO\� LPSOLHV� WKH�QHFHVVLW\� WR
LQYHVW�QHZ��YDOXDEOH�UHVRXUFHV�LQWR�QHZ�V\VWHP�VSHFLILF�DVVHWV��EXW�DOVR�FDXVHV�WKH�ORVV
RI�ROG�V\VWHPLF�FDSLWDO��,W�DOVR�LQYROYHV�DGGLWLRQDO�FRVWV�WKDW�DFWRUV�PXVW�EHDU�LQ�RUGHU�WR
FRQYHUW��SDUW�RI��WKH�ROG�V\VWHPLF�FDSLWDO�LQWR�QHZ�V\VWHPLF�FDSLWDO��$V�D�UHVXOW�RI�WKHVH
SURFHVVHV�� FRPSOHPHQWDULWLHV�� VSLOORYHUV� DQG� H[WHUQDOLWLHV� SURGXFHG� E\� WKH� H[LVWLQJ
�WUDQVLWRU\�� HFRQRPLF� V\VWHP� DUH� ZHDNHQHG� DQG� WKH� V\VWHP� FRQWULEXWLRQ� WR� HFRQRPLF
SHUIRUPDQFH�LV�UHGXFHG��7KHVH�SURFHVVHV�PD\�HYHQ�MHRSDUGL]H�SURGXFWLRQ��%HFDXVH�HYHQ
PDWHULDO� �L�H�� GLUHFWO\� SURGXFWLYH�� FDSLWDO� LQFOXGHV� PDQ\� V\VWHP�VSHFLILF� IHDWXUHV�
V\VWHPLF� FKDQJH� LPSOLHV� WKDW� SURGXFWLYLW\� RI�PDWHULDO� FDSLWDO� LV� DOVR� UHGXFHG� DQG� WKDW
DFWRUV�PXVW� DIIRUG� DGGLWLRQDO� FRVWV� LQ� RUGHU� WR� DGDSW� WKHLU�PDWHULDO� FDSLWDO� WR� WKH� QHZ
HFRQRPLF�V\VWHP�

,W�LV�REYLRXV�WKDW�WKH�RZQHUV�RI�ROG�V\VWHPLF�FDSLWDO�WU\�WR�UHVLVW�WKHLU�ORVV�DQG�ORRN�IRU
ZD\V�WR�FRQYHUW�LW�LQWR�QHZ�V\VWHPLF�FDSLWDO��L�H��LQWR�ULJKWV�RYHU�DVVHWV�WKDW�KDYH�D�YDOXH
LQ� WKH� QHZ� V\VWHP�� ,Q� IDFW�� �ERXQGHGO\�� UDWLRQDO� HFRQRPLF� DFWRUV� DUH� LQWHUHVWLQJ� LQ
NHHSLQJ� WKH�YDOXH�RI� WKHLU�ROG�V\VWHPLF�FDSLWDO��SRVVLEO\�E\�XVLQJ� LW�EHIRUH� LWV�YDOXH� LV
ORVW�WR�DFTXLUH�ULJKWV�RQ�QHZ�V\VWHP�VSHFLILF�DVVHWV��7KLV�XVXDOO\�LV�D�SRZHUIXO�DVSHFW�RI
WKH�SDWK�GHSHQGHQFH�RI�V\VWHPLF�FKDQJH��VLQFH�WKH�ROG�V\VWHPLF�FDSLWDO��WR�WKH�H[WHQW�WKDW
LW�LV�FRQYHUWHG�LQWR�QHZ�V\VWHPLF�FDSLWDO��DQG�WKH�SURSHUW\�ULJKWV�VWUXFWXUH� LW�H[SUHVVHG
VWURQJO\�LQIOXHQFH�WKH�IHDWXUHV�RI�WKH�QHZ�V\VWHP�

6LQFH�WKHVH�SURFHVVHV�DUH�FRVWO\�DQG�WDNH�WLPH��WKH�HIIHFW�RI�V\VWHPLF�FKDQJH�LQ�UHGXFLQJ
HFRQRPLF�SHUIRUPDQFH�FRQWLQXHV�XQWLO�WKH�EXON�RI�LQYHVWPHQW�LQ�V\VWHPLF�FKDQJH�LV�RYHU
DQG� WKH� QHZ� V\VWHP� VWDUWV� WR� SURGXFH� LWV� RZQ�SRVLWLYH� VSLOORYHUV� DQG� H[WHUQDOLWLHV��$W
WKDW� SRLQW�� WKH� QHZ� V\VWHP� ±� LI� EHWWHU� DGDSWHG� WR� WKH� HQYLURQPHQW� DQG� WR� LQGLYLGXDO
IHDWXUHV�DQG�RU�HQGRZHG�ZLWK�PRUH�SRZHUIXO�LQFHQWLYHV�WKDQ�WKH�ROG�RQH�±�ZLOO�SURGXFH
JUHDWHU�HFRQRPLF�SHUIRUPDQFH��0\�FRQWHQWLRQ�KHUH�LV�WKDW�H[SDQVLRQ�RI�WKH�60(�VHFWRU
FDQ�VWURQJO\�IDYRXU�WKLV�DGDSWDWLRQ�E\�PDNLQJ�LW�OHVV�FRVWO\�DQG�PRUH�SURGXFWLYH�LQ�WKUHH
GLIIHUHQW�ZD\V�� �D�� E\�SURYLGLQJ� VWURQJ� LQFHQWLYHV� DQG� DFWLYDWLQJ� VRFLDO� FDSLWDO�� �E�� E\
HDVLQJ�WKH�SURFHVV�RI�FRQYHUVLRQ�RI�ROG�V\VWHPLF�FDSLWDO�LQ�D�SURGXFWLYH�ZD\��DQG��F��E\
IRVWHULQJ�HQWUHSUHQHXUVKLS�DV�WKH�IXQGDPHQWDO�YHKLFOH�RI�LQQRYDWLRQ�

��� 3ROLFLHV

$OWKRXJK� VRFLDO� DQG� V\VWHPLF� FDSLWDO� DFW� PRVWO\� DW� WKH� PLFUR�OHYHO� LQ� D� ODUJHO\
VSRQWDQHRXV� ZD\�� WKHUH� DOVR� DUH� D� VHW� RI� LQVWUXPHQWV� WKDW� JRYHUQPHQWV� FDQ� XVH� WR
LQIOXHQFH� LQVWLWXWLRQV� DQG� WKH� EHKDYLRXU� RI� RUJDQL]DWLRQV� DQG� FRQVHTXHQWO\� VRFLDO� DQG
V\VWHPLF�FDSLWDO��LQ�SDUWLFXODU�ZKHQ�VSRQWDQHRXV�SURFHVVHV�DQG�FROOHFWLYH�DFWLRQ�IDLO� WR
SURGXFH� WKH� GHVLUHG� RXWFRPH�� 7KURXJK� SROLFLHV�� JRYHUQPHQWV� DUH� DEOH� WR� FKDQJH� DQG
UHDOORFDWH� LQFHQWLYHV� DQG� ULJKWV� DQG� FRQVHTXHQWO\� DOWHULQJ� WKH� FKRLFHV�� EHKDYLRXU� DQG
GHFLVLRQ� PDNLQJ� RI� DFWRUV�� 3ROLFLHV� FDQ� LQIOXHQFH� QRW� RQO\� PDWHULDO� FDSLWDO�� EXW� DOVR
VRFLDO�DQG�V\VWHPLF�FDSLWDO��+RZHYHU��SROLFLHV�KDYH�OLPLWV�DQG�WKH\�PD\�KDYH�XQIRUHVHHQ
DQG� XQZDQWHG� FRQVHTXHQFHV�� )LUVW�� SROLFLHV� DUH� HPEHGGHG� LQ� WKH� H[LVWLQJ� VRFLDO� DQG
V\VWHPLF�FDSLWDO�LQ�WKH�VHQVH�WKDW�WKH\�PD\�EH�UHTXLUHG�WR�UHSODFH�PLVVLQJ�VRFLDO�FDSLWDO
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DQG�LQ�WKH�VHQVH�WKDW�WKH�LQIRUPDO�UHDFWLRQ�RI�DFWRUV�WR�SROLFLHV�LV�DOVR�PHGLDWHG�E\�VRFLDO
FDSLWDO��6HFRQG��WKH�HQYLURQPHQW�DQG�WKH�HFRQRPLF�V\VWHP�GHILQH�DQG�FRQVWUDLQ�WKH�NLQG
RI�SROLFLHV�WKDW�FDQ�EH�LPSOHPHQWHG��WKHLU�IRUPDO�VWUXFWXUH��RSHUDWLRQDO�IHDWXUHV�DQG�WKH
UHVSRQVH� RI� �ERXQGHGO\�� UDWLRQDO� DFWRUV�� *LYHQ� WKLV�� LQGLYLGXDO� IHDWXUHV� GHWHUPLQH� WKH
DFWXDO�RXWFRPH�RI�SROLFLHV��7KH�DWWHPSW�WR�LPSOHPHQW�SROLFLHV�WKDW�DUH�LQ�VKDUS�FRQWUDVW
ZLWK�WKH�H[LVWLQJ�VWUXFWXUH�RI�VRFLDO�DQG�V\VWHPLF�FDSLWDO�LV�OLNHO\�WR�PDNH�WKRVH�SROLFLHV
LUUHOHYDQW�DQG�LQHIIHFWLYH�DQG�PD\�DOVR�GHFUHDVH�SURGXFWLRQ��7KLV� LV�D�FODVVLFDO�FDVH�RI
VR�FDOOHG� XQIRUHVHHQ� DQG� XQZDQWHG� FRQVHTXHQFHV�� RI� ZKLFK� WUDQVLWLRQ� FRXQWULHV� RIIHU
PDQ\�H[DPSOHV��

3ROLF\� PDNLQJ� WDNHV� SODFH� DW� GLIIHUHQW� OHYHOV�� ORFDO�� QDWLRQDO�� VXSUDQDWLRQDO� DQG
LQWHUQDWLRQDO��7KH�FRPSOH[LW\�RI� WKLV� IXQFWLRQ� UHTXLUHV� D�JRRG�GHJUHH�RI� FR�RUGLQDWLRQ
DPRQJ� WKH� GLIIHUHQW� OHYHOV�� VSHFLDOL]DWLRQ� DQG� GLYLVLRQ� RI� ODERXU� DPRQJ� WKH� GLIIHUHQW
RUJDQV��7KHVH�IHDWXUHV�RI�SROLF\�PDNLQJ�DUH�KLJKO\�V\VWHP�GHSHQGHQW�DQG�WKH\�PD\�EH
SDUWLFXODUO\�ZHDN�GXULQJ�WUDQVLWLRQ��,W�LV�DW�WKH�OHYHO�RI�ORFDO�V\VWHPV�WKDW�PXFK�FRGLILHG
DQG�WDFLW�NQRZOHGJH�DUH�LQWHJUDWHG��%HFDWWLQL�DQG�5XOODQL�����������������,Q�WKH�FDVH�RI
60(V��ORFDO�SROLF\�PDNLQJ�LV�SDUWLFXODUO\�LPSRUWDQW�

%\� FRQVLGHULQJ� MRLQWO\� WKH� IDFWRUV� GLVFXVVHG� VR� IDU� LQ� D� VLPSOLILHG� ZD\� �VRFLDO� DQG
V\VWHPLF� FDSLWDO� DUH� XQLILHG� XQGHU� WKH� ODEHO� 
FDSLWDO
�� YDULDQFH� EHLQJ� GLVUHJDUGHG�� DQG
FRQVLGHULQJ�SROLFLHV�DV�D��SDUWLDO��VXEVWLWXWH�IRU�VRFLDO�V\VWHPLF�FDSLWDO��P\�LQWHUSUHWDWLRQ
RI�60(V�GHYHORSPHQW�LV�DV�IROORZV�

DIAGRAM 1

I II III IV V VI VII VIII

Businessmen O O O O A A A A

Policies O O A A O O A A

Capital U F U F U F U F

Overall O,O,U O,O,F O,A,U O,A,F A,O,U A,O,F A,A,U A,A,F

SME

outcome

Survival

SMEs

(’sell’)

Independent

SMEs

(’buy/sell’)

Indepen-

dent SMEs

(’buy/sell’)

Opportunistic

vertical

integration

(’make’)

Relational

vertical

integration

(’cooperate’)

Simple

networks

(’cooperate’)

Simple

networks

(’cooperate’)

Complex

industrial

districts

(’coordinate/

cooperate’)

Legend: O = Opportunism     A = Altruism U = SMEs unfriendly           F = SMEs friendly

&DVHV� ,� DQG� 9,,,� GHSLFW� WZR� RSSRVLWH� VLWXDWLRQV� IURP� WKH� SHUVSHFWLYH� RI� 60(
GHYHORSPHQW�� ,Q� FDVH� ,� �2�2�8�� DOO� WKH� FUXFLDO� IDFWRUV� DUH� XQIDYRXUDEOH� WR� WKH
GHYHORSPHQW�RI�60(V��DQG�VLQFH�HYHQ�SROLF\�PDNHUV�DUH�RSSRUWXQLVWLF�H[LVWLQJ�60(V
ZLOO� MXVW� VXUYLYH� ZLWKRXW� SXUVXLQJ� ORQJ�WHUP� VWUDWHJLHV� RI� GHYHORSPHQW�� ,Q� FDVH� 9,,,
�$�$�)��DOO�WKH�FUXFLDO�IDFWRUV��WKH�FRPELQDWLRQ�RI�LQGLYLGXDO�IHDWXUHV�DQG�WKH�GLIIHUHQW

������������������������������������������������
� 5DLVHU������VKRZV�KRZ�GLIIHUHQW�HQGRZPHQW�ZLWK�VRFLDO�FDSLWDO�DQG�LQIRUPDO�LQVWLWXWLRQV�LQ�GLIIHUHQW
WUDQVLWLRQ�FRXQWULHV�SURGXFHG�VWULNLQJO\�GLIIHUHQW�RXWFRPHV�
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W\SHV�RI�FDSLWDO��DUH�IDYRXUDEOH�IRU�WKH�GHYHORSPHQW�RI�60(V�DQG�VSRQWDQHRXV�SURFHVVHV
DUH�VXSSRUWHG�E\�60(�IULHQGO\�SROLFLHV��7KH�KLVWRULFDO�H[SHULHQFH�WKDW�LV�FORVHVW�WR�FDVH
9,,,� LV� WKH� ,WDOLDQ� LQGXVWULDO�GLVWULFWV� DQG� ORFDO� SURGXFWLYH� V\VWHPV�GHYHORSPHQW��6LQFH
ERWK� WKH� LQGLYLGXDO� IHDWXUHV� RI� EXVLQHVVPHQ� DQG� FDSLWDO� DUH� WKH� RXWFRPH� RI� SURFHVVHV
WKDW� DUH� ORQJ� DQG� GLIILFXOW� WR� FRQWURO�� WKH� FUXFLDO� TXHVWLRQ� LV��:KDW� VKRXOG� WKH� UROH� RI
SROLF\�PDNHUV�EH�LQ�WKH�FDVHV�WKDW�GLYHUJH�IURP�WKH�LGHDO�FRQGLWLRQV�RI�FDVH�9,,,"�:KDW
NLQG� RI� SROLFLHV� DQG� SROLF\� LQVWUXPHQWV� VKRXOG� SROLF\� PDNHUV� XVH� WR� IRVWHU� WKH
GHYHORSPHQW�RI�EHWWHU�VWUXFWXUHG�DQG�FRPSHWLWLYH�60(V"

$QVZHULQJ� WKLV� FUXFLDO� TXHVWLRQ� LPSOLHV� WKDW� SROLFLHV� FDQ� EH� D� SDUWLDO� VXEVWLWXWH� IRU
PLVVLQJ� 
VSRQWDQHRXV
� FUXFLDO� IDFWRUV� VXFK� DV� LQGLYLGXDO� IHDWXUHV� DQG� FDSLWDO��7KLV� UROH
FDQ�EH�VHHQ�LQ�WZR�UDGLFDOO\�GLIIHUHQW�ZD\V���D��DV�D�GLUHFW�VXEVWLWXWH��ZKHUHE\�SROLFLHV
HQGHDYRXU� WR� VXSSO\� 60(V� ZLWK� WKH� PLVVLQJ� IDFWRUV� �L�H�� PLVVLQJ� FDSLWDO� DQG
EXVLQHVVPHQ�DOWUXLVP���DQG��E��DV�DQ�LQGLUHFW�VXEVWLWXWH��VLQFH�SROLF\�PDNHUV�WU\�WR�FUHDWH
SURSHU�FRQGLWLRQV�IRU�IRVWHULQJ�WKH�VSRQWDQHRXV�VXSSO\�RI�WKH�PLVVLQJ�FUXFLDO�IDFWRUV��L�H�
JLYH�SURSHU�LQFHQWLYHV�IRU�EXVLQHVVPHQ�WR�EH�PXWXDOO\�DOWUXLVWLF�DQG�FR�RSHUDWH�DQG�IRU
WKH�VXSSO\�RI�VRFLDO�DQG�V\VWHPLF�FDSLWDO��

$� VHFRQG� IXQGDPHQWDO� SRLQW� LV� WR�PDNH� FOHDU�ZKLFK� SROLF\�PDNHUV� FDQ� SOD\� WKH�PRVW
SRVLWLYH�UROH�LQ�WKH�FDVH�RI�60(V��6LQFH�60(V�DUH�XVXDOO\�GLVSHUVHG�RQ�WKH�WHUULWRU\�DQG
WKHLU�DFWLYLW\�LV�XVXDOO\�ORFDOO\�EDVHG��LW�LV�FUXFLDO�WKDW�SROLF\�PDNHUV�KDYH�ORFDOO\�EDVHG
NQRZOHGJH��LQIRUPDWLRQ�DQG�FDSDELOLWLHV��+HUH�WKH�IXQGDPHQWDO�TXHVWLRQ�LV� WR�VHH�ZKDW
WKH�UROH�RI�ORFDO�JRYHUQPHQWV�VKRXOG�EH��,�ZLOO�WU\�WR�DQVZHU�WKH�DERYH�TXHVWLRQV�LQ�WKH
FDVH�RI�+XQJDU\�DQG�WKHQ�XVH�WKH�UHVXOWV�UHDFKHG�LQ�WKLV�ZD\�WR�VHH�ZKDW�FRXOG�EH�GRQH
LQ�WKH�PRUH�FRPSOH[�5XVVLDQ�FDVH�
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,,, 63217$1(286�'(9(/230(17�$1'�7+(�52/(�2)�32/,&,(6

$OWKRXJK�WUDQVLWLRQ�HFRQRPLHV�IDFH�VSHFLILF�DQG�RULJLQDO�SUREOHPV��LW�PD\�EH�XVHIXO� WR
ORRN�EULHIO\�DW�WKH�OHVVRQV�RI�VXFFHVVIXO�H[SHULHQFHV���,�ZLOO�XVH�WKH�,WDOLDQ�H[SHULHQFH�DV
RQH�WKDW�LV�DFNQRZOHGJHG�DV�VXFFHVVIXO�

3DWK�GHSHQGHQFH�SURGXFHV�D�
QDWXUDO
�SDWK�RI�HFRQRPLF�GHYHORSPHQW��WKDW�LV�PRUH�OLNHO\
WKDQ�RWKHUV�EHFDXVH�DFWRUV�DFKLHYH�ORZHU�FRVWV�LQ�IROORZLQJ�LW��,I�WKLV�SDWK�LV�FRQVLGHUHG
WR�EH�XQGHVLUDEOH� IRU�DQ\� UHDVRQ�� LW� FDQ�EH� FKDQJHG� LQ� WZR�ZD\V��)LUVW�� DFWRUV� FDQ� FR�
RUGLQDWH�WKHLU�FKRLFHV�DQG�DFWLYLW\�YLD�VSRQWDQHRXV�FROOHFWLYH�DFWLRQ��,W�LV�D�ZHOO�NQRZQ
UHVXOW�RI� LQVWLWXWLRQDO� UHVHDUFK� WKDW� WKLV�RXWFRPH� LV� QRW� HDVLO\�SRVVLEOH�GXH� WR�GLIIHUHQW
W\SHV�RI�IDLOXUH�RI�FROOHFWLYH�DFWLRQ�DQG�WKDW� WKH�UHVXOW�RI�FROOHFWLYH�DFWLRQ�PD\�VWLOO�EH
XQGHVLUDEOH��DOEHLW�IRU�RWKHU�UHDVRQV��,Q�WKLV�FDVH��SROLFLHV�RIIHU�IXUWKHU�RSSRUWXQLW\�

,Q�WUDQVLWLRQ�FRXQWULHV��60(V�DUH�DW�D�JUHDW�GLVDGYDQWDJH�GXH� WR�FHUWDLQ� IHDWXUHV�RI� WKH
ROG� V\VWHP� �H�J�� WKH� YHU\� ODFN� RI� 60(V� DQG� UHODWLYH� LQVWLWXWLRQDO� DQG� RUJDQL]DWLRQDO
VWUXFWXUHV�� DQG� SDUWLFXODU� FRQGLWLRQV� RI� WUDQVLWLRQ� �H�J�� ODFN� RI� FDSLWDO�� 60(V� DYHUVH
ILQDQFLDO�VHFWRU��SROLF\�VXSSRUW�FRQFHQWUDWHG�RQ�SULYDWL]DWLRQ���7KLV�PDNHV�VSRQWDQHRXV
SURFHVVHV� XQOLNHO\� WR� SURGXFH� WKH� QHHGHG� V\VWHPLF� DQG� RUJDQL]DWLRQDO� LQQRYDWLRQ� DQG
WKXV� UDLVHV� WKH� TXHVWLRQ� RI� SROLF\� UHPHGLHV�� %\� LQIOXHQFLQJ� WKH� SHUVSHFWLYHV� RI� WKH
HFRQRP\�� WKHUH� FRPSULVLQJ� XQFHUWDLQW\� DQG� ULVN�� DQG� WKH� RYHUDOO� FRVW� DQG� IDFWRU
UHPXQHUDWLRQ� RI� 60(V� UHODWLYH� WR� ODUJHU� FRPSDQLHV�� JHQHUDO� DQG� VSHFLILF� SROLFLHV
LQIOXHQFH� WKH� DOORFDWLRQ� RI� UHVRXUFHV� WR� 60(V� ERWK� DEVROXWHO\� DQG� UHODWLYH� WR� ODUJH
FRPSDQLHV�

7KH� GHVLJQ� RI� SROLFLHV� DQG� WKH� UHVXOWV� REWDLQHG� WKURXJK� WKHLU� LPSOHPHQWDWLRQ� DUH
FRQVWUDLQHG�E\�WKH�RWKHU�EDFNJURXQG�YDULDEOHV�±�WKH�HQYLURQPHQW��WKH�HFRQRPLF�V\VWHP
DQG� LQGLYLGXDO� IHDWXUHV�� 6XFK� FRQVWUDLQWV� PHDQ� WKDW� SROLF\� PDNHUV� VKRXOG� FDUHIXOO\
GHVLJQ�DQG�LPSOHPHQW�VXVWDLQDEOH�SROLFLHV�WKDW�DUH�DSSURSULDWH�WR�SXUVXH�WKH�FKRVHQ�JRDO
LQ� WKH� H[LVWLQJ� VLWXDWLRQ�� 3ROLF\� WKHRU\� DQG� SUDFWLFH� WHDFK� WKDW� LQ� VSLWH� RI� WKHVH
OLPLWDWLRQV��D�UDWKHU�ODUJH�GHJUHH�RI�IUHHGRP�H[LVWV�IRU�SROLF\�PDNHUV�

:K\� LV� WKH� UROH� RI� 60(V� LQ� JHQHUDO� DQG� LQ� &HQWUDO� DQG� (DVWHUQ� (XURSH� LQ� SDUWLFXODU
FUXFLDO� DQG�ZK\� VKRXOG� VSHFLILF� SROLFLHV� EH� QHFHVVDU\"�� 7KLV� LV� VR� SULPDULO\� EHFDXVH
60(V�FDQ�SURGXFH� D�JHQHUDO� LPSURYHPHQW� LQ� WKH� HFRQRPLF� VLWXDWLRQ�� DW� ERWK�QDWLRQDO
DQG� UHJLRQDO� OHYHO�� ,Q� WKH� VSHFLILF� FDVH� RI� FRXQWULHV� LQ� WUDQVLWLRQ�� WKH� 60(� UROH� LV
LPSRUWDQW�EHFDXVH��DORQJ�ZLWK�WKHLU�VXSSRUW�WR�HPSOR\PHQW��WKH\�VWURQJO\�FRQWULEXWH�WR
LQYHVWPHQW� LQ� QHZ� V\VWHP�VSHFLILF� DVVHWV� DQG� WR� WKH� SURGXFWLYH� FRQYHUVLRQ� RI� ROG
PDWHULDO� FDSLWDO�� WKHUHE\� SURPRWLQJ� WUDQVIRUPDWLRQ� DQG� DGDSWDWLRQ� SURFHVVHV�� $W� WKH
VDPH�WLPH��WKH\�GHFUHDVH�WKH�YDOXH�RI�FRQVHUYDWLYH�IDFWRUV��WKHUH�FRPSULVLQJ�WUDQVLWLRQDO

������������������������������������������������
� 6HH�5H\QROGV������IRU�DQ�LQWHUHVWLQJ�DQDO\VLV�RI�WKH�UROH�RI�QHZ�60(V�LQ�GLIIHUHQW�FRQWH[WV�

� 2Q�WKH�UROH�RI�60(V�LQ�WUDQVLWLRQ�FI��(%5'���������������
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UHGLVWULEXWLRQ�DQG�SDWK�GHSHQGHQFH��/HW�XV�UHYLHZ�WKH�PDWHULDO�DQG�WKH�VSHFLILF�DVSHFWV
LQ�WKLV�RUGHU�

60(V� DUH� XVXDOO\� GLVWLQJXLVKHG� RQ� WKH� EDVLV� RI� WKHLU� VL]H�� EXW� ILUVW� LW� LV� QHFHVVDU\� WR
GLVWLQJXLVK�GLIIHUHQW�W\SHV�RI�VXFK�HQWHUSULVHV��7KH�PRGHO�,�XVH�KHUH�LQFOXGHV�WKUHH�IRUPV
RI� 60(V� DFWLYLW\�� �D�� PDUNHW�� ZKHUHE\� VPDOO� ILUPV� RSHUDWH� LQGLYLGXDOO\�� SRVVLEO\� LQ
PDUNHW�QLFKHV���E��KLHUDUFK\��LQFOXGLQJ�YHUWLFDO�OLQNV�EHWZHHQ�GRPLQDQW�ODUJH�FRPSDQLHV
DQG� VPDOOHU� HQWHUSULVHV� VSHFLDOL]HG� LQ� VXEFRQWUDFWLQJ�� DQG� �F�� QHWZRUNV�� VXFK� DV� FR�
RUGLQDWLRQ� DQG� FR�RSHUDWLRQ�EDVHG�RQ� WUXVW� DQG� KRUL]RQWDO� OLQNV� DPRQJ�60(V�� 6XFK� D
GLVWLQFWLRQ� LV� EDVHG� RQ� 60(V� PXWXDO� UHODWLRQVKLSV� DQG� WKHLU� UHODWLRQ� ZLWK� ODUJH
HQWHUSULVHV��7KLV�LV�LPSRUWDQW��EHFDXVH�QRW�RQO\�60(�IHDWXUHV�DUH�TXLWH�GLIIHUHQW�LQ�HDFK
FDVH��EXW�WKH�LPSDFW�RI�WKHVH�HQWHUSULVHV�RQ�WKH�HFRQRP\�YDULHV�VWURQJO\�DV�ZHOO�

:LWKLQ�WKH�WKLUG�FDWHJRU\��WZR�GLIIHUHQW�RUJDQL]DWLRQDO�VROXWLRQV�DUH�LQFOXGHG�

�D� /RFDO� SURGXFWLYH� V\VWHPV� �/36�� DUH� SURGXFWLYH� DFWLYLWLHV�� EDVHG� RQ� PXWXDO� FR�
RUGLQDWLRQ� DQG� GLYLVLRQ� RI� ODERXU�� SXUVXHG� E\� 60(V� WKDW� KDYH� VWURQJ� WHUULWRULDO
FRQFHQWUDWLRQ�DQG�KLJK�GHJUHH�RI�SURGXFWLYH�VSHFLDOL]DWLRQ��,'6(�������

�E� ,QGXVWULDO� GLVWULFWV� �,'�� DUH� D� IRUP� RI� /36� WKDW� KDYH� D� GHJUHH� RI� WHUULWRULDO
FRQFHQWUDWLRQ� DQG� VSHFLDOL]DWLRQ� DERYH� D� FULWLFDO� YDOXH� ZLWK� VSHFLILF� FRPSOH[
LQVWLWXWLRQV�DQG�RUJDQL]DWLRQV�WKDW�SURPRWH�LQIRUPDO�FR�RSHUDWLRQ�DQG�WKH�GLYLVLRQ
RI� ODERXU� WR� VXSSRUW� H[WHUQDO� FRPSHWLWLRQ�� ,W� LV� D�GLVWLQFWLYH� IHDWXUH�RI� LQGXVWULDO
GLVWULFWV� WKDW� WKH� ORFDO� FRPPXQLW\� DQG� ILUPV� WHQG� WR�PHUJH� �%HFDWWLQL� ������� L�H�
VRFLDO�DQG�V\VWHPLF�FDSLWDO�EHFRPH�DQ�LQWHJUDO�SDUW�RI�60(V�QHWZRUNV�

7KH� DERYH� GHILQLWLRQV� VWUHVV� WKDW� ,'� DUH� D� VXE�VHW� RI� /36� KDYLQJ� VSHFLILF� DQG
TXDOLWDWLYHO\�XQLTXH�IHDWXUHV��7KH\�DOVR�OHDYH�WKH�SRVVLELOLW\�RSHQ�WKDW�/36�DQG�,'�PD\
LQFOXGH�PHGLXP�ODUJH� �EXW� QRW� YHU\� ODUJH�� HQWHUSULVHV�� DV� LV� RIWHQ� WKH� FDVH� LQ� UHDOLW\�
'LIIHUHQW� UHVHDUFK� VWXGLHV� RQ� ZHOO� HVWDEOLVKHG� PDUNHW� HFRQRPLHV� VWUHVV� QRW� RQO\� WKH
LPSRUWDQFH�RI�60(V�LQ�JHQHUDO��EXW�RI� WKHLU� WHUULWRULDO�DQG�SURGXFWLYH�FR�RUGLQDWLRQ� LQ
SDUWLFXODU��$�VWXG\�RQ�,WDOLDQ�60(V� IRXQG� WKDW� WHUULWRULDO� DJJORPHUDWLRQ�VWLPXODWHV� WKH
HIIRUWV� RI� HQWHUSULVHV� LQ� WKRVH� DFWLYLWLHV� �VXFK� DV� H[SRUW� VHUYLFHV�� ZKHUH� FR�RSHUDWLRQ
SURGXFHV� JUHDWHU� DGYDQWDJHV� WKDQ� FRPSHWLWLRQ� DQG� LW� ZHDNHQV� WKHLU� HIIRUWV� LQ� WKRVH
DFWLYLWLHV��VXFK�DV�UHVHDUFK�DQG�GHYHORSPHQW��ZKHUH�WKH�RSSRVLWH�LV�WUXH��%DJHOOD�������

%\� LQFUHDVLQJ� WKH� IRUPDO� DQG� LQIRUPDO� DSSURSULDELOLW\� RI� LQIRUPDWLRQ� JHQHUDWHG� E\
LQGLYLGXDO� ORFDO� DJHQWV� DQG� E\� IDFLOLWDWLQJ� WKH� VHWWLQJ� XS� RI� MRLQW� VWUXFWXUHV� IRU� WKH
SURGXFWLRQ� RI� LQIRUPDWLRQ� DERXW� IRUHLJQ� PDUNHWV� DQG� FRPPRQ� H[SRUW� VWUDWHJLHV�
WHUULWRULDO�SUR[LPLW\�KDV�SRVLWLYH�UHVXOWV�IRU�WKH�H[SRUW�FDSDFLW\�RI�60(V��7KLV�LV�EHFDXVH
FR�RSHUDWLRQ� LQ� WKH� VXSSO\� DQG� H[FKDQJH� RI� RUJDQL]DWLRQDO� DQG� LQIRUPDWLRQDO� VHUYLFHV
SURGXFHV�QRQ�QHJDWLYH�HIIHFWV�RQ�WKH�SD\RII�RI�RWKHU�ORFDO�DJHQWV��,QGHHG��WKHVH�HIIHFWV
FDQ� EH� SRVLWLYH� DQG� WKH\� DUH� WKH� JUHDWHU� WKH� VPDOOHU� DUH� HQWHUSULVHV� DQG� WKH
JHRJUDSKLFDOO\�FORVHU�DUH�WKHLU�ORFDWLRQ�

5HJDUGLQJ�5	'��LQWHU�HQWHUSULVH�FRQWLJXLW\�LQFUHDVHV�SRVLWLYH�VSLOORYHUV�DQG�WKH�EHQHILWV
RI�IUHH�ULGLQJ�D�
TXDVL�SXEOLF
�JRRG��LQ�WKH�VHQVH�WKDW�LW�LV�FKDUDFWHUL]HG�E\�ODFN�RI�ULYDOU\
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LQ� FRQVXPSWLRQ� DQG� RQO\� SDUWLDO� H[FOXGDELOLW\�� DV� WHFKQRORJLFDO� NQRZOHGJH�� 7KLV
SURGXFHV� ORZHU� LQFHQWLYHV� IRU� LQGLYLGXDO� ILUPV� WR� LQYHVW� LQ� 5	'�� 7KH� HIIHFW� LV� PRUH
SRVLWLYH� LQ� WUDGLWLRQDO� DQG� VFDOH� VHFWRUV�� ZKHUH� LPLWDWLRQ� LV� DQ� HIIHFWLYH� DOWHUQDWLYH� WR
GLUHFW�5	'�LQYHVWPHQW�

$OVR� WKH� IRUP� DQG� PRWLYDWLRQ� RI� WKH� VWDUW�XS� DQG� WKH� HQWU\� PRGH� DUH� DSSDUHQWO\
LPSRUWDQW� LQ� GHWHUPLQLQJ� WKH� SHUIRUPDQFH� RI� WKH� ILUP� DQG� KHU� 
PRGHUQLW\
�� ,Q� D� ����
TXHVWLRQQDLUH�VWXG\�RI�����QHZ�PDQXIDFWXULQJ�ILUPV�RULJLQDWHG�WKURXJK�VSLQ�RIIV�LQ�WKH
,WDOLDQ� SURYLQFH� RI� 0LODQ�� $UULJKHWWL� DQG� 9LYDUHOOL� IRXQG� WKDW� DFWLYH� PRWLYDWLRQV� ±
LQFOXGLQJ�LQQRYDWLYH�PRWLYDWLRQV��LQQRYDWLYH�OHDUQLQJ�DQG�KLJKHU�PDQDJHULDO�SRVLWLRQ�LQ
WKH�PRWKHU�ILUP�±�WHQG�WR�EH�UHODWHG�WR�D�VXSHULRU�SRVW�HQWU\�SHUIRUPDQFH���%\�FRQWUDVW�
GHIHQVLYH�PRWLYDWLRQV�±�LQFOXGLQJ�DFWXDO�RU�SRWHQWLDO�XQHPSOR\PHQW�DYRLGDQFH�±�WHQG�WR
EH� UHODWHG� WR� LQIHULRU� SRVW�HQWU\� SHUIRUPDQFH�� 7KHVH� ILQGLQJV� VXSSRUW� WKH� H[SODQDWLRQ
WKDW� WKH� QHZ� HQWUHSUHQHXU
V� SURMHFW� LV� GHSHQGHQW� RQ� WHFKQLFDO� DQG� PDQDJHULDO
FRPSHWHQFH� WKDW� KDYH� EHHQ� DFTXLUHG� LQ� WKH� SUHYLRXV� MRE� H[SHULHQFH�� WHFKQLFDO� 
VDYRLU
IDLUH
��RUJDQL]DWLRQDO�VNLOOV��NQRZOHGJH�RI�WKH�PDUNHW�DQG�VR�RQ��%DWHV��������7KLV�LV�DQ
LQWHUHVWLQJ� FDVH� WKDW� KDV� JUHDW� LPSRUWDQFH� IRU� 60(V� LQ� WUDQVLWLRQ� HFRQRPLHV� DQG� LV
VXSSRUWHG�E\�+XQJDULDQ�H[SHULHQFH��DV�H[SODLQHG�EHORZ�

0RUH� FRPSOH[� RUJDQL]DWLRQDO� IRUPV� VXFK� DV� ORFDO� SURGXFWLYH� V\VWHPV� PDGH� XS� RI
LQGHSHQGHQW�60(V��DQG�HYHQ�PRUH�VR�LQGXVWULDO�GLVWULFWV��UHTXLUH�D�VXEVWDQWLDO�DPRXQW�RI
VRFLDO� DQG� V\VWHPLF� FDSLWDO�� ,Q� IDFW�� WKH� KLJK� OHYHOV� RI� LQVWLWXWLRQDO� DQG� RUJDQL]DWLRQDO
RUGHU�QHHGHG�WR�SURGXFH�FR�RSHUDWLRQ�DPRQJ�60(V�LV�D�SDUWLFXODUO\�FRPSOH[�DQG�FRVWO\
XQGHUWDNLQJ�LI�RQO\�LPSOHPHQWHG�YLD�IRUPDO�LQVWLWXWLRQV��,Q�WKLV�ODWWHU�FDVH�� WKH�UDWLRQDO
IDYRXUDEOH�RXWFRPH�ZRXOG�EH�KLHUDUFKLFDO�FR�RSHUDWLRQ�DPRQJ�D�ODUJH�ILUP�DQG�YDULRXV
60(V�� ZKHUHE\� WKH� IRUPHU� VROYHV� WKH� SUREOHP� RI� HQIRUFHPHQW� DJDLQVW� WKH� SRWHQWLDO
SUHGDWRU\� RSSRUWXQLVP� RI� WKH� ODWWHU�� 6HOI�UHLQIRUFLQJ� FR�RSHUDWLYH� HTXLOLEULXP� DPRQJ
KLJK�QXPEHUV�RI�60(V�FDQ�GHYHORS�HLWKHU�E\�VSRQWDQHRXV�FR�RSHUDWLRQ�EDVHG�RQ�VRFLDO
DQG�V\VWHPLF�FDSLWDO�DQG�SURSHU�LQVWLWXWLRQV��RU�WKURXJK�WKH�FUHDWLRQ�E\�D�WKLUG�SDUW\�RI
VXVWDLQDEOH� VSHFLILF� IRUPDO� LQVWLWXWLRQV� DQG� RUJDQL]DWLRQV� WKDW� SURGXFH� H[WHUQDO� HIIHFWV
VXSSRUWLQJ�FR�RSHUDWLRQ�� ,Q� UHDOLW\�� WKH�PRVW� IDYRXUDEOH�FDVH� LV�ZKHUH� VSRQWDQHRXV�FR�
RSHUDWLRQ�LV�VXSSRUWHG�E\�D�WKLUG�SDUW\���

+RUL]RQWDO� FR�RSHUDWLRQ� DPRQJ� ILUPV�RI� VLPLODU� VL]H�� WKH� WKLUG�PRGH� RI� FR�RUGLQDWLRQ�
�DORQJ� ZLWK� PDUNHWV� DQG� KLHUDUFKLHV��� LV� DVVRFLDWHG� ZLWK� WKH� QHHG� RI� XWLOL]LQJ� DQG
KDQGOLQJ� H[� DQWH� FRPSOHPHQWDULWLHV� EHWZHHQ� DXWRQRPRXV� EXVLQHVV� XQLWV� �5LFKDUGVRQ
��������� ,W� LV� EDVHG� RQ� VWDEOH� ORQJ� WHUP� UHODWLRQV� EHWZHHQ� DXWRQRPRXV� XQLWV�� ZKHUH
UHSXWDWLRQ�� WUXVW� DQG� JRRGZLOO� SOD\� D� FHQWUDO� UROH� �6DQWRV� ������� 6RFLDO� DQG� V\VWHPLF

������������������������������������������������
� $UULJKHWWL�DQG�9LYDUHOOL�������2I�WKH�����ILUPV�������SHU�FHQW�KDG�IHZHU�WKDQ���HPSOR\HHV�DW�WKH�VWDUW�
XS�

�� 3XWQDP�������S������RI�WKH�,WDOLDQ�HGLWLRQ��QRWHV�WKDW�ERWK�VWDWHV�DQG�PDUNHWV�ZRUN�PRUH�HIIHFWLYHO\�LI
WKH�FRQWH[W�KDV�D�ULFK�VRFLDO�FDSLWDO�

�� 6HH�DOVR�:LOOLDPVRQ������ZKR�GHILQHV�
K\EULG
�IRUPV�RI�JRYHUQDQFH�DV�PDUNHWV�WKDW�VKRZ�FR�RSHUDWLYH
IHDWXUHV� ZKLFK� HPHUJH� IURP� UHFXUUHQW� FRPPHUFLDO� WUDQVDFWLRQV� EDVHG� RQ� PXWXDO� UHOLDQFH� UHODWLRQ�� 0\
FRQWHQWLRQ� LV� WKDW� WKH�SUHYDOHQFH�RI� VXFK� IRUPV�RI� FR�RSHUDWLRQ� LQ� FHUWDLQ� FRQWH[WV� DQG� WKHLU� DEVHQFH� LQ
RWKHUV�GHSHQGV�RQ�WKH�VRFLDO�DQG�V\VWHPLF�FDSLWDO�
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FDSLWDO�IDYRXU�VXFK�DQ�RXWFRPH��(DFK�RI�WKHVH�IDFWRUV�UHGXFH�WKH�DJHQWV
�XQFHUWDLQW\�DQG
ULVN� VLQFH� WKH\� LQYROYH� VRPH� GHJUHH� RI� DVVXUDQFH� DQG� REOLJDWLRQ� ZLWK� UHVSHFW� WR� WKH
IXWXUH�FRQGXFW�RI�WKH�SDUWLHV�LQ�EXVLQHVV�UHODWLRQVKLSV�

+RZHYHU��FR�RSHUDWLRQ�LV�HDVLO\�D�YLFWLP�RI�RSSRUWXQLVP�DQG�FR�RSHUDWLYH�QHWZRUNV�FDQ
RQO\� EH� VWDEOH� LI� VRPH� DGGLWLRQDO� HOHPHQW� IDYRXUV� WKH� LQWHUQDOL]DWLRQ� RI� FR�RSHUDWLYH
DGYDQWDJHV� DQG� RI� WKH� FRVWV� RI� VKLUNLQJ�� 6XFK� DQ� HOHPHQW� FDQ� EH� LQWHUQDO� WR� WKH
KRUL]RQWDO� FR�RSHUDWLRQ� �H�J��ZKHQ� HDFK�60(� LV� D� KRVWDJH� LQ� WKH� UHODWLRQ�� RU� H[WHUQDO
�H�J�� YLD� JRYHUQPHQW� SROLFLHV��� ,Q� VXFK� D� FRQWH[W�� RSSRUWXQLVWLF� DJHQWV� ZRXOG� KDYH
SURKLELWLYHO\� KLJK� FRVWV�� 2WKHU� DJHQWV�ZRXOG� EH� XQZLOOLQJ� WR� SD\� WKH� DGGLWLRQDO� FRVWV
QHFHVVDU\� WR� VSHFLI\�� FRQWURO� DQG� HQIRUFH� FRQWUDFWV� ZLWK� DQ� RSSRUWXQLVWLF� DJHQW� DQG
ZRXOG� FRQVHTXHQWO\� UHIXWH� WR� FR�RSHUDWH� DQG� WKUHDWHQ� UHWDOLDWLRQ��+RZHYHU�� UHWDOLDWLRQ
DQG� EHLQJ� KRVWDJH� DV� WKUHDWV� PD\� QRW� EH� FUHGLEOH� HQRXJK�� VLQFH� VPDOO� VL]H� FDQ� JLYH
RSSRUWXQLVWLF�60(V�VXIILFLHQW�IOH[LELOLW\�WR�HVFDSH�WR�RWKHU�QHWZRUNV�RU�UHDFK�DXWRQRP\�
7KLV�RXWFRPH�FDQ� RQO\� EH� SUHYHQWHG� E\� SDUWLFXODUO\� KLJK� OHYHO� RI� VRFLDO� DQG� V\VWHPLF
FDSLWDO�LQ�D�ORZ�PRELOLW\�HQYLURQPHQW�RU�E\�HQIRUFHPHQW�E\�DQ�DOWUXLVWLF�WKLUG�SDUW\�WKDW
UHGXFH�H[LW�SRVVLELOLWLHV�RU�PDNH�WKHP�H[FHVVLYHO\�FRVWO\�

7KH�DGYDQWDJH�RI�FR�RSHUDWLYH�UHODWLRQVKLSV�EDVHG�RQ�WUXVW�WR�LQGLYLGXDO�HQWHUSULVHV�OLHV
LQ�WKHLU�LQFHQWLYH�HIIHFW��DELOLW\�WR�HFRQRPL]H�RQ�WUDQVDFWLRQ�FRVWV�DQG�JUHDWHU�IOH[LELOLW\�
7KH� LQFHQWLYH� HIIHFW� GHULYHV� IURP� WKH� DXWRQRP\� W\SLFDO� RI� VPDOO� VFDOH�� WKH� IHHOLQJ� RI
EHLQJ�SDUW�RI�D� ODUJHU�QHWZRUN�DQG� WKH�SUHVVXUH� WKDW� LV�PXWXDOO\�H[HUFLVHG�ZLWKLQ� VXFK
QHWZRUN�� 7UDQVDFWLRQ� FRVWV� DUH� UHGXFHG� GXH� WR� WKH� ORZHU� FRVW� RI� LPSOLFLW� FRQWUDFWV� LQ
ERWK� WKHLU� VWLSXODWLRQ� DQG� LPSOHPHQWDWLRQ�� $OVR� HQIRUFHPHQW� LV� VLPSOHU� WKDQNV� WR
LQIRUPDO�GLVSXWH�UHVROXWLRQ��6LQFH�WUXVW�DQG�VRFLDO�REOLJDWLRQ�DUH�SRZHUIXO�LQFHQWLYHV�LQ
WKHPVHOYHV��WKH�FRVWV�RI�WKH�LQFHQWLYH�RU�WKH�WKUHDW�QHFHVVDU\�WR�LQGXFH�D�JLYHQ�GHJUHH�RI
FR�RSHUDWLRQ�DQG�WKH�FRVWV�RI�PRQLWRULQJ�DQG�HQIRUFLQJ�WKH�LQFHQWLYH�VWUXFWXUH�DUH�ORZHU�
7KXV�ZKLOH�WUXVW�LPSURYHV�DOORFDWLYH�HIILFLHQF\��JUHDWHU�IOH[LELOLW\�LV�D�VRXUFH�RI�G\QDPLF
HIILFLHQF\��,W�SHUPLWV�DGDSWDWLRQ�RI�FRQWUDFWV�WR�FKDQJLQJ�FLUFXPVWDQFHV�ZLWKRXW�UHFRXUVH
WR�FRQVWDQW�UH�QHJRWLDWLRQ�DQG�OLWLJDWLRQ��.HVWHU��������$V�D�FRQVHTXHQFH��FR�RSHUDWLRQ
EDVHG� RQ� WKH� YDULDEOHV� RI� VRFLDO� DQG� V\VWHPLF� FDSLWDO� UHSODFH�PXFK� RI� WKH� FRQWUDFWXDO
QHWZRUN� ZLWK� UHODWLRQDO� OLQNV� ZKHUHE\� HDFK� DFWRU� GHSHQGV� RQ� WKH� FRQWLQXLQJ� FR�
RSHUDWLRQ� ZLWK� WKH� RWKHUV� DQG� WDNHV� DGYDQWDJH� RI� H[WHUQDOLWLHV� WKLV� FR�RSHUDWLRQ
SURGXFHV�� ,W� LV� VRFLDO� DQG� V\VWHPLF� FDSLWDO� WKDW� FUHDWH� WKH� SRZHUIXO� VHW� RI� FUHGLEOH
FRPPLWPHQWV� DQG� FROODWHUDO� �LQ� WHUPV� RI� UHSXWDWLRQ�� VRFLDO� SUHVVXUH� DQG� WKH� OLNH�
QHFHVVDU\�IRU�WKH�VWDELOLW\�RI�FR�RSHUDWLRQ�

1R�SROLF\� FDQ� HQWLUHO\� UHSODFH� VRFLDO� DQG� V\VWHPLF� FDSLWDO��+RZHYHU��ZKHQ� VRFLDO� DQG
V\VWHPLF� FDSLWDO� DUH� LQVXIILFLHQW�� SROLFLHV� FDQ� SOD\� D� JUHDW� UROH� LQ� IRVWHULQJ� 60(� FR�
RSHUDWLYH�QHWZRUNV�� ,QGHHG�� VXFK�SROLFLHV�JLYH� WKH�DFWRUV� LQFHQWLYHV�� RSSRUWXQLWLHV� DQG
VWUXFWXUHV� WKDW� LQGXFH� WKHP� WR� SURGXFH� DQG� DFFXPXODWH� VRFLDO� DQG� V\VWHPLF� FDSLWDO� E\
PDNLQJ�WKH�QHW�UHWXUQ�WR�VXFK�D�EHKDYLRXU�JUHDWHU�WKDQ�WR�QRQ�FR�RSHUDWLYH�EHKDYLRXU��,Q
WKLV� VHQVH�� LW� LV� QRW� QHFHVVDU\� IRU� VRFLDO� DQG� V\VWHPLF� FDSLWDO� WR� SUHFHGH� WKH
LPSOHPHQWDWLRQ�RI�SROLFLHV� DQG� WKH�GHYHORSPHQW�RI�60(V��8S� WR� D� FHUWDLQ� H[WHQW� DQG
ZLWK� SURSHU� SROLFLHV�� WKH� GHYHORSPHQW� RI� 60(V� FDQ� SURFHHG� SDUDOOHO� ZLWK� WKH
DFFXPXODWLRQ�RI�VRFLDO�DQG�V\VWHPLF�FDSLWDO�
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$ORQJ� ZLWK� WKHRUHWLFDO� UHDVRQV� IRU� WKH� YLDELOLW\� DQG� HIILFLHQF\� RI� 60(V�� RQH� VKRXOG
QRWLFH� WKDW� WKH� UROH� RI� 60(V� KDV� LQFUHDVHG� LQ� UHFHQW� \HDUV�� ,Q�PDUNHW� HFRQRPLHV�� WKH
LQWHQVLILFDWLRQ� RI� JOREDO� FRPSHWLWLRQ�� JURZWK� RI� PDUNHW� IUDJPHQWDWLRQ� DQG� PDUNHW
LQVWDELOLW\�� FKDQJHV� LQ� FRQVXPHU� WDVWHV�� IOH[LEOH� DXWRPDWLRQ� DQG� RWKHU� FKDQJHV� LQ
SURGXFWLRQ�WHFKQLTXHV��DQG�FKDQJHV�LQ�WKH�ODERXU�PDUNHW�DUH�IDFWRUV�WKDW�KDYH�UHVXOWHG�LQ
GHFHQWUDOL]DWLRQ�� YHUWLFDO� GLVLQWHJUDWLRQ� RI� ODUJH� FRPSDQLHV�� DQG� D� VKLIW� IURP� ODUJHU� WR
VPDOOHU� ILUPV� LQ� PDQ\� EUDQFKHV�� )DFLQJ� WKHVH� WUDQVIRUPDWLRQV� RI� WKH� HFRQRPLF� DQG
V\VWHPLF�HQYLURQPHQW��60(V�FDQ�WKULYH�LQ�D�WXUEXOHQW�PDUNHW�FKDUDFWHUL]HG�E\�YDU\LQJ
GHPDQG�ZKHUH�RXWSXW�PXVW�EH�DGMXVWHG�RIWHQ�� DQG�ZKHUH� WKHUH� LV� D� VWURQJ�GHPDQG� IRU
ODUJH�YDULHW\�RI�SURGXFWV�� ,W�DOVR�DSSHDUV� WKDW�60(V�KDYH�LPSRUWDQW�HIIHFWV�RQ�UHJLRQDO
JURZWK�� *LYHQ� LQWHUGHSHQGHQFH� DPRQJ� UHJLRQV�� RQH� VKRXOG� FRQVLGHU� WKH� SRWHQWLDO
H[WHUQDO�HIIHFWV�RI�UHJLRQDO�SROLFLHV�� ,Q� IDFW�� LQWHUGHSHQGHQFLHV�DQG�FRQQHFWLRQV�DPRQJ
GLIIHUHQW� HFRQRPLHV� �&RH� DQG� +HOSPDQ� ����� DQG� .HOOHU� ������ PHDQ� WKDW� WKH� JOREDO
HIIHFWV�RI�60(V�RQ�JURZWK�DUH�QRW�FRQILQHG�WR�WKH�ERXQGDULHV�RI�WKH�UHJLRQV�ZKHUH�WKHVH
ILUPV�DUH�ORFDWHG��7KLV�LV�GXH�WR�WKH�IDFW�WKDW�UHJLRQV�DUH�OLQNHG�WR�HDFK�RWKHU�E\�PHDQV
RI�LQYHVWPHQW��WUDGH�UHODWLRQVKLSV��GLIIXVLRQ�RI�NQRZOHGJH�DQG�FDSDELOLWLHV�

,Q� FRXQWULHV� LQ� WUDQVLWLRQ��60(V�DUH� LPSRUWDQW� IRU� DGGLWLRQDO� UHDVRQV��$V� VWDWHG� DW� WKH
EHJLQQLQJ�RI�WKLV�VHFWLRQ��60(V�UROH�LV�LPSRUWDQW�EHFDXVH�WKH\�JLYH�VWURQJ�FRQWULEXWLRQ
WR� LQFUHDVH� LQYHVWPHQW� LQ�QHZ�V\VWHP�VSHFLILF�DVVHWV�DQG� WKH�SURGXFWLYH�FRQYHUVLRQ�RI
ROG�PDWHULDO�FDSLWDO��WKHUHE\�SURPRWLQJ�DGDSWDWLRQ�DQG�WUDQVIRUPDWLRQ�SURFHVVHV��$W�WKH
VDPH�WLPH��WKH\�ZHDNHQ�WKH�FRQVHUYDWLYH�FRPSRQHQWV�RI�SDWK�GHSHQGHQFH��,Q�WKLV�VHQVH�
WKH� LQQRYDWLYH� YDOXH� RI� V\VWHPLF� FKDQJH� ±� L�H�� WKH� UHGXFWLRQ� RI� FRQVHUYDWLYH� SDWK
GHSHQGHQFH�±�LV�GLUHFWO\�SURSRUWLRQDO�ZLWK�WKH�VL]H�DQG�WKH�VSHFLILF�IHDWXUHV�RI�WKH�60(
VHFWRU��,W�ZLOO�EH�WKH�KLJKHVW�ZKHQ�WKHUH�DUH�PDQ\�60(V�DQG�WKH\�IRUP��LQQRYDWLYH��ORFDO
SURGXFWLYH�V\VWHPV��$OWKRXJK� WKLV� LV�QRW�VXIILFLHQW� �VLQFH�RWKHU� IDFWRUV��DV� LQYHVWPHQWV
DQG�FUHGLW��DUH�DOVR�QHHGHG���LW�LV�FHUWDLQO\�D�QHFHVVDU\�FRQGLWLRQ�IRU�VXFFHVVIXO�V\VWHPLF
FKDQJH�� +RZHYHU�� LQ� WUDQVLWLRQ� HFRQRPLHV� VRFLDO� DQG� V\VWHPLF� FDSLWDO� DUH� ZHDN� DQG
XQGHUJRLQJ� WUDQVIRUPDWLRQ�� DV� DUH� LQGLYLGXDO� IHDWXUHV�� &RQVHTXHQWO\�� VSHFLILF� SROLFLHV
IRU� 60(� GHYHORSPHQW� DUH� QHHGHG� DQG� WKH\� VKRXOG� SURPRWH� WKH� GHYHORSPHQW� RI� ORFDO
SURGXFWLYH� V\VWHPV�� WRJHWKHU� ZLWK� WKH� 60(� FR�RSHUDWLRQ� �YLD� VXE�FRQWUDFWLQJ�� ZLWK
WKRVH�ODUJH�FRPSDQLHV�WKDW�DUH�PRGHUQ�DQG�LQQRYDWLYH��$�SULRULW\�JRDO�IRU�VXFK�SROLFLHV
LV� WR� UHGXFH� HQYLURQPHQWDO� DQG� V\VWHPLF� XQFHUWDLQW\� IRU� 60(V� DQG� WR� HVWDEOLVK� DQG
SURPRWH� SURSHU� LQVWLWXWLRQV�� VWUXFWXUHV� DQG� FDSDELOLWLHV�� LQ� SDUWLFXODU� WKRVH� VXSSRUWLQJ
HQWUHSUHQHXUVKLS���

*LYHQ� WKH� ZHDNQHVV� LQ� WHUPV� RI� LQQRYDWLRQ� RI� PDQ\� ODUJH� FRPSDQLHV� DQG� WKH� JUHDW
SRWHQWLDO� IRU� UHQW�VHHNLQJ� DQG� LQYROYHPHQW� LQ� RUJDQL]HG� FULPLQDO� QHWZRUNV�� LW� LV
SDUWLFXODUO\�LPSRUWDQW�LQ�WUDQVLWLRQ�FRXQWULHV�WR�JRYHUQ�WKH�DOORFDWLRQ�RI�60(V�DFWLYLWLHV�
7KUHH�EDVLF�60(V�PRGHOV�FDQ�EH�LGHQWLILHG��SURGXFWLYH��UHQW�VHHNLQJ��DQG�VXUYLYDO��%\
SURGXFWLYH� ,� PHDQ� KHUH� WKDW� 60(V� DFWLYLWLHV� LQFUHDVH� WKH� SURGXFWLRQ� RI� JRRGV� DQG
VHUYLFHV� LQ� WKH� HFRQRP\� LQ� DQ� LQQRYDWLYH� ZD\�� 5HQW�VHHNLQJ� 60(� DUH� WKRVH� WKDW� DUH
������������������������������������������������
�� $Q�LQWHUHVWLQJ�KLVWRULFDO�H[DPSOH�LV�SURYLGHG�E\�SROLFLHV�LQ�0HLML�-DSDQ��:KHQ�WKH�ROG�IHXGDO�FODVV�RI
VDPXUDL� DQG� GDLP\R� ZHUH� GLVPLVVHG� IURP� WKH� VWDWH� UDQNV�� WKH\� KDG� WKH� RSSRUWXQLW\� WR� VWDUW� SURGXFWLYH
DFWLYLWLHV��7KLV�ZDV�PDGH�SRVVLEOH� WKDQNV� WR� WKH� VXSSRUW� JLYHQ� E\� WKH� VWDWH� �LQ� SDUWLFXODU� E\� FRQYHUWLQJ
WKHLU�SURSHUW\� ULJKWV� LQWR�D�VWRFN�RI�ZHDOWK��XVXDOO\� LQ� WKH� IRUP�RI� ULFH�� DQG�EDVHG�RQ�SUHYLRXV�EXVLQHVV
H[SHULHQFHV�WKDW�PDQ\�DPRQJ�WKHP�KDG�LQ�D�FRQWH[W�RI�HFRQRPLF�OLEHUDOL]DWLRQ�
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HVWDEOLVKHG�WR�SXUVXH�TXDVL�UHQWV��H�J��YLD�WD[�HYDVLRQ�RU�E\�FRQFHDOLQJ�LOOHJDO�DFWLYLWLHV�
6XUYLYDO� LV� WKH�PRWLYDWLRQ�RI� WKRVH�60(V� WKDW�DUH�HVWDEOLVKHG� WR�DYRLG�XQHPSOR\PHQW
DQG� WR� VHFXUH� PLQLPXP� OLYLQJ� FRQGLWLRQV� WR� WKHLU� IRXQGHUV� DQG� GR� QRW� H[SDQG�� FR�
RSHUDWH�ZLWK�RWKHU�60(V�RU�VXEFRQWUDFW�ZLWK�ODUJHU�FRPSDQLHV��7KH�DOORFDWLRQ�RI�60(V
DPRQJ�WKHVH�JURXSV�DQG�WKH�FRQVHTXHQW�DOORFDWLRQ�RI�HQWUHSUHQHXULDO�HIIRUW�GHSHQGV�RQ
WKH� VSHFLILF� IHDWXUHV�RI� WKH� HQYLURQPHQW�� WKH� HFRQRPLF� V\VWHP�� WKH� LQGLYLGXDO� IHDWXUHV
DQG� WKH� HIIHFWV� RI� SROLFLHV���� 7KH� RYHUDOO� RXWFRPH� LV� WKH� UHVXOW� RI� D� SURFHVV� RI
HYROXWLRQDU\�DGDSWDWLRQ�

,I� WKLV� FRQWH[W� RIIHUV� DFWRUV� RSSRUWXQLWLHV� DQG� LQFHQWLYHV� WR� DGDSW� DQG� WUDQVIRUP� E\
LQYHVWLQJ� LQ� V\VWHPLF� FKDQJH� DQG� LQ� QHZ� V\VWHP�VSHFLILF� DVVHWV� DQG� LI� WKH� ULJKWV� WKXV
DFTXLUHG�DUH�HQIRUFHG�E\�FUHGLEOH� WKLUG�SDUW\�� WKH�ERXQGHGO\� UDWLRQDO� DFWRUV
� EHKDYLRXU
DQG� FKRLFHV� DUH� SURJUHVVLYHO\� WUDQVIRUPHG� LQ� WKH� VHQVH� GHVLUHG� E\� V\VWHPLF
HQWUHSUHQHXUV�� +RZHYHU�� WKHVH� SURFHVVHV� WDNH� WLPH�� DUH� FRVWO\� DQG� VKRZ
LQWHUGHSHQGHQFH��,Q�WKLV�FRQWH[W�DQG�WRJHWKHU�ZLWK�SURSHU�VHTXHQFLQJ��SROLFLHV�DUH�DOO�WKH
PRUH�LPSRUWDQW��EHFDXVH�WKH\�FDQ�DGGUHVV�DGDSWDWLRQ�RI�LQGLYLGXDO�DFWRUV�WR�SURGXFWLYH
RXWFRPH�

������������������������������������������������
�� )RU�D�SDWK�EUHDNLQJ�DQDO\VLV�RI�WKH�UROH�RI�LQVWLWXWLRQV�LQ�WKH�DOORFDWLRQ�RI�HQWUHSUHQHXUVKLS�VHH�%DXPRO
�����
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,9 7+(�'(7(50,1$17�2)�60(V�52/(�$1'�3(5)250$1&(�
7+(�(19,5210(17��7+(�(&2120,&�6<67(0�$1'

,1',9,'8$/�)($785(6�,1�+81*$5<

3UHYLRXV�GLVFXVVLRQ�KDV�VWUHVVHG�WKH�FULWLFDO�UHOHYDQFH�RI�IRXU�FUXFLDO�IDFWRUV�IRU�60(V
GHYHORSPHQW��WKH�HQYLURQPHQW��WKH�HFRQRPLF�V\VWHP��LQGLYLGXDO�IHDWXUHV��DQG�SROLFLHV�

��� 7KH�HQYLURQPHQW

+XQJDU\�LV�D�VPDOO�FRXQWU\�WKDW�LV�SRRU�LQ�QDWXUDO�UHVRXUFHV�H[FHSW�IRU�DJULFXOWXUDO�ODQG�
6KH�KDV�D�VPDOO�SRSXODWLRQ�KLJKO\�FRQFHQWUDWHG�LQ�WKH�FDSLWDO�FLW\�DQG�D�IHZ�RWKHU�VPDOO
DQG�PLGGOH�VL]H�FLWLHV��7KH�FRXQWU\� LV� ORFDWHG� LQ� WKH�KHDUW�RI�(XURSH�DQG�KDV�FRPPRQ
ERUGHUV� ZLWK� WKH� (8�� ZKLFK� LV� KHU� PDLQ� FRPPHUFLDO� SDUWQHU�� 7KLV� LV� DQ� LPSRUWDQW
FRQGLWLRQ� IRU� GHYHORSLQJ� LQWHUQDWLRQDO� WUDQVERUGHU� VXEFRQWUDFWLQJ� UHODWLRQV� LQYROYLQJ
60(V�DQG�ORFDO�SURGXFWLYH�V\VWHPV��,W�DOVR�KDV�JRRG�UHODWLRQV�ZLWK�KHU�PRVW�LPSRUWDQW
SDUWQHUV�� 7KH� FRXQWU\� LV� DQ� LQWHJUDO� SDUW� RI� :HVWHUQ� FXOWXUH� DQG� KDV� VWURQJ�:HVWHUQ
DVSLUDWLRQV��7KH� LQFUHDVLQJ�HFRQRPLF�DQG�SROLWLFDO� LQWHJUDWLRQ� LQ� WKH�:HVWHUQ�ZRUOG� LV
JUHDWO\�FRQWULEXWLQJ�WR�EXLOGLQJ�XS�QHZ��PDUNHW��VRFLDO�FDSLWDO� LQ�+XQJDU\��+XQJDU\�LV
QRZ�D�PHPEHU�RI�1$72�DQG�KDV�VWDUWHG�WKH�DFFHVVLRQ�SURFHVV�WR�(8��7KH�SUHVHQW�DQG
IXWXUH� JRDOV� RI� FROOHFWLYH� HFRQRPLF� DQG� SROLWLFDO� DFWLRQ� LQ� WKH� FRXQWU\� DUH� FOHDU� DQG
QHDWO\� ±� DOPRVW� EXUHDXFUDWLFDOO\� ±� GHWHUPLQHG� JLYLQJ� FODULW\� DQG� FHUWDLQW\� WR� SROLWLFDO�
VRFLDO�DQG�HFRQRPLF�DFWRUV�

7KDQNV� WR� WKH� JRRG� DQG� IOH[LEOH� HGXFDWLRQDO� V\VWHP� DQG� VSHFLDOL]DWLRQ� LQ�PHFKDQLFDO
DQG�OLJKW�LQGXVWU\��DQG�DJULFXOWXUH��ZLWKLQ�WKH�&0($��+XQJDU\�LV�HQGRZHG�ZLWK�KXPDQ
FDSLWDO� WKDW� FDQ� EH� UDWKHU� HDVLO\� DGDSWHG� WR� WKH� QHHGV� LQ� D� PDUNHW� HFRQRP\�� +XPDQ
FDSLWDO�LV�UHODWLYHO\�ZHOO�DGDSWHG�WR�VPDOO�VFDOH�EXVLQHVV��+XQJDU\�LQKHULWHG�D�UHODWLYHO\
ZHOO�GHYHORSHG�FLYLF�VRFLHW\�IURP�SUHYLRXV�SHULRGV��4XLWH�LPSRUWDQW�LQ�WKLV�VHQVH�ZHUH
WKH�UHIRUPV�LQWURGXFHG�LQ�WKH�����V��7KH�VRFLHW\�ZDV�IDLUO\�GHFHQWUDOL]HG�DQG�GHPRFUDWLF
YDOXHV� ZHUH� LPSRUWDQW� DQG� JURZLQJ�� ,Q� VSLWH� RI� PDQ\� GLIILFXOWLHV�� WKH� SRVW�WUDQVLWLRQ
\HDUV�GLG�QRW� MHRSDUGL]H�WKHVH�IHDWXUHV�QRU�ZHUH�SXEOLF�DGPLQLVWUDWLRQ�DQG�JRYHUQPHQW
GLVUXSWHG��&RQVHTXHQWO\��VRFLDO�XQFHUWDLQW\�±�D�FULWLFDO�IDFWRU�IRU�SRWHQWLDO�HQWUHSUHQHXUV
DQG�RZQHUV��LQ�SDUWLFXODU�VPDOO�RQHV�±�QHYHU�UHDFKHG�WKUHDWHQLQJ�OHYHO�

)LQDOO\��WKH�VRFLDO�SHUFHSWLRQ�RI�SURSHUW\�ULJKWV�LV�JRRG�DQG�WKH\�DUH�UHVSHFWHG�DQG�ZHOO
GHILQHG��7KH�SURSHUW\�ULJKWV�RI�WKH�SUH�6RYLHW�SHULRG�UHPDLQHG�ODUJHO\�UHJLVWHUHG�DQG�WKH
SUREOHP�RI�UHVWLWXWLRQ�ZDV�VROYHG�LQ�D�VRFLDOO\�DFFHSWDEOH�ZD\��&ULPLQDO�RUJDQL]DWLRQV�
DOWKRXJK� LPSRUWDQW�� GR� QRW� DSSHDU� WR� WKUHDWHQ� VRFLDO�� HFRQRPLF� DQG� SROLWLFDO� VWDELOLW\�
$OWKRXJK� EXUHDXFUDWLF� UHG� WDSH� DQG� WKH� XQSUHGLFWDELOLW\� RI� LWV� PRGLILFDWLRQV� DUH� D
SUREOHP� IRU� 60(V�� LW� LV� RI� GHFUHDVLQJ� LPSRUWDQFH�� 7KH� DWWLWXGH� RI� ODUJH� FRPSDQLHV
WRZDUGV�60(V�±�LQFOXGLQJ�WKH�QXPHURXV�IRUHLJQ�FRPSDQLHV�±�LV�JHQHUDOO\�QRW�QHJDWLYH�
DOWKRXJK�WUXH�FR�RSHUDWLRQ�DQG�YHUWLFDO�LQWHJUDWLRQ�DUH�VWLOO�LQVXIILFLHQW�
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2YHUDOO� WKH�VRFLDO�SHUFHSWLRQ�RI�60(V�� WKHLU�RZQHUV�DQG�HQWUHSUHQHXUV� LV�SRVLWLYH�� WKH
HQYLURQPHQW� LV� PRGHUDWHO\� IDYRXUDEOH� WR� 60(� GHYHORSPHQW� DQG� WR� WKHLU� SURJUHVVLYH
LQWHJUDWLRQ� ZLWK� ODUJH� FRPSDQLHV� DV� VXEFRQWUDFWRUV�� ,Q� FHUWDLQ� UHJLRQV� WKHUH� DOVR� DUH
VRPH�SRVVLELOLWLHV� IRU� WKH�GHYHORSPHQW�RI�KRUL]RQWDO� QHWZRUNV� LQGHSHQGHQW� IURP� ODUJH
FRPSDQLHV�

��� 7KH�HFRQRPLF�V\VWHP

:KHUHDV� WKH� HQYLURQPHQW� IRUPV� WKH� JHQHUDO� IUDPHZRUN� WKDW� GHILQHV� WKH� ORQJ� UXQ
SRWHQWLDOLW\� DQG� JHQHUDO� IHDWXUHV� RI� 60(V� GHYHORSPHQW�� LW� LV� WKH� IHDWXUHV� RI� WKH
HFRQRPLF�V\VWHP�DQG�RI�V\VWHPLF�FKDQJH�WKDW�GHILQH�WKH�EDVLF�DQG�ORQJ�UXQ�DOORFDWLRQ�RI
H[LVWLQJ� UHVRXUFHV� ±� FDSLWDO�� HQWUHSUHQHXUVKLS� DQG� ODERXU� ±� WR� 60(V�� ,Q� DGGLWLRQ�� WKH
HFRQRPLF� V\VWHP�DQG� WKH� IHDWXUHV�RI� V\VWHPLF� FKDQJH�GHWHUPLQH� WKH� HFRQRPLF� UROH�RI
60(V��LQFOXGLQJ�IHDWXUHV��FDSDELOLWLHV�DQG�UHODWLRQVKLSV�ZLWK�ODUJH�FRPSDQLHV��'DOODJR
������

7KH�IROORZLQJ�VHYHQ�PDMRU�DUHDV�DSSHDU�WR�EH�FUXFLDO�IRU�WKH�VXFFHVVIXO�GHYHORSPHQW�RI
60(V�

�� 3URSHUW\� ULJKWV� VKRXOG� EH� VXIILFLHQWO\� GHILQHG� DQG� SURWHFWHG�� VLQFH� WKH\� DOORFDWH
RZQHUVKLS�DQG�FRQWURO�DQG�GHILQH�WKH�IXQGDPHQWDO�LQFHQWLYHV�IRU�EXVLQHVVPHQ��6XFK
SURSHUW\� ULJKWV�DUH�QHLWKHU�QHFHVVDULO\�SHUIHFWO\�GHILQHG�QRU�SULYDWH� �6WLJOLW]�������
7KH\�VKRXOG�QRW�QHFHVVDULO\�FRYHU�WKH�MXV�DEXWHQGL�RYHU�DVVHWV��DV�WKH�SUH�WUDQVLWLRQ
+XQJDULDQ� H[SHULHQFH� VKRZV�� ,Q� +XQJDU\�� SURSHUW\� ULJKWV�� ZKLFK� KDG� EHHQ
FHQWUDOL]HG�LQ�WKH�KDQGV�RI�WKH�VWDWH�LQ�WKH�ODWH�����V��VWDUWHG�WR�FKDQJH�LQ������ZKHQ
FRPSXOVRU\� GHOLYHULHV� E\� DJULFXOWXUDO� FR�RSHUDWLYHV� ZHUH� DEROLVKHG�� 6LQFH� WKHQ�
SURSHUW\� ULJKWV�ZHUH� SURJUHVVLYHO\� WUDQVIRUPHG�� DOWKRXJK� LQ� D� SUXGHQW� LQFUHPHQWDO
ZD\��,Q�SDUWLFXODU��FR�RSHUDWLYHV�EHFDPH�LQFUHDVLQJO\�LQGHSHQGHQW�DQG�ZHUH�DOORZHG
WR� RSHUDWH� LQ� YDULRXV� ILHOGV�� $OVR� VWDWH� RZQHG� HQWHUSULVHV� DFTXLUHG� VRPH� SURSHUW\
ULJKWV�� LQ� SDUWLFXODU� LQ� WKH� ILHOG� RI� SURGXFWLRQ� SURILOH� DQG� LQYHVWPHQWV� �EHORZ� WKH
OHYHO� RI� WKH� ODUJHVW� VWUXFWXUH�GHWHUPLQLQJ� RQHV��� IRUHLJQ� WUDGH�� PDQDJHPHQW�� 7KH
����� OLEHUDOL]DWLRQ� RI� QHZ� VPDOO� HFRQRPLF� RUJDQL]DWLRQV� DOORZHG� LQGLYLGXDOV� DQG
VWDWH�RZQHG� HQWHUSULVHV� �62(V�� WR� HVWDEOLVK� 60(V� RU� HQWHU� LQWR� FRQWUDFWXDO
DJUHHPHQWV�ZLWK�WKHP��)ROORZLQJ�WKLV�PHDVXUH��60(V�ERRPHG�LQ�ERWK�QXPEHU�DQG
DFWLYLW\� �'DOODJR� ������ ������� 7KH� ����� VHOI�PDQDJHPHQW� UHIRUP� FKDQJHG� WKH
SURSHUW\� ULJKWV� FRQILJXUDWLRQ� LQ�62(V�DOVR�E\� LQFUHDVLQJ� WKHLU� DXWRQRP\��%HWZHHQ
�����DQG������LPSRUWDQW�ODZV�IROORZHG�WKDW�FUHDWHG�WKH�EDVLV�IRU�WKH�WUDQVIRUPDWLRQ
RI� +XQJDULDQ� 62(V� LQWR� PDUNHW� FRPSDQLHV�� 7KHVH� ODZV� FUHDWHG� WKH� EDVLF� OHJDO
IUDPHZRUN�IRU�ERWK�WKH�VHSDUDWLRQ��ULJKW�EHIRUH�DQG�GXULQJ�WKH�HQVXLQJ�SULYDWL]DWLRQ
SURFHVV��RI�PDQ\�SURILWDEOH�60(V� IURP�62(V�DQG� IRU� WKH� HVWDEOLVKPHQW�RI�JUHHQ�
ILHOG�60(V��LQFOXGLQJ�WKRVH�HVWDEOLVKHG�YLD�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',���0LKiO\L
������'DOODJR�������

�� 7KH�FODVVLFDO�6RYLHW�W\SH�V\VWHP�ZDV�FKDUDFWHUL]HG�E\�VWURQJ�SROLWLFDO�FRQWURO�RYHU
HFRQRPLF� DFWLYLW\� DQG� HFRQRPLF� DFWRUV� DQG� E\� D� VRIW� EXGJHW� FRQVWUDLQW� DW� WKH
HQWHUSULVH� OHYHO�� 7KLV� FUHDWHG� D� VKRUWDJH� HFRQRP\� �.RUQDL� ������ ������� :KLOH
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VKRUWDJH� FUHDWHG� JUHDW� RSSRUWXQLWLHV� IRU� UHQW�VHHNLQJ� 60(V�� LW� ZDV� KDUGO\� D
IDYRXUDEOH� FRQGLWLRQ� IRU� WKH� GHYHORSPHQW� RI� LQQRYDWLYH� 60(V�� 7KH� UHIRUPV� WKDW
ZHUH�LPSOHPHQWHG�LQ�WKH�FRXQWU\�VWDUWLQJ�LQ������SURPRWHG�VRPH�LPSRUWDQW�FKDQJH�
$OWKRXJK�HQWHUSULVHV�ZHUH�VWLOO�FRPSHWLQJ�IRU�LQSXWV�LQ�D�PLOGO\�VKRUWDJH�HFRQRP\�
WKH\� EHFDPH� PRUH� VHQVLWLYH� WR� GHPDQG� UHTXLUHPHQWV� DQG� WKHLU� EXGJHW� FRQVWUDLQW
KDUGHQHG��DW�OHDVW�RQ�WKH�VXSSO\�VLGH��7KH�VWDWH�GHFUHDVHG�LWV�LQWHUIHUHQFH�LQ�WKH�OLIH
RI� HFRQRPLF� DFWRUV�� $OO� WKHVH� FKDQJHV� PDGH� LW� SRVVLEOH� DQG� FRQYHQLHQW� IRU� ODUJH
HQWHUSULVHV� WR� FR�RSHUDWH� ZLWK� H[SDQGLQJ� 60(V� DQG� UHDFK� JUHDWHU� IOH[LELOLW\� HYHQ
EH\RQG� RIILFLDO� DLPV�� /LEHUDOL]DWLRQ� WKDW� VWDUWHG� ZLWK� WUDQVLWLRQ� DFFHOHUDWHG� WKHVH
SURFHVVHV��DOWKRXJK�QRW�DOZD\V�LQ�DQ�HFRQRPLFDOO\��DQG�VRFLDOO\�GHVLUDEOH�GLUHFWLRQ
DQG� PHDVXUH�� 7KH� EXGJHW� FRQVWUDLQW� RI� 60(V� ZDV� GUDPDWLFDOO\� KDUGHQHG� E\� WKH
LPSOHPHQWDWLRQ� RI� D� ULJRURXV� EDQNUXSWF\� ODZ�� DOWKRXJK� WKDW� RI� ODUJH� ILUPV� ZDV
KDUGHQHG� PXFK� OHVV�� 7KH� VWDWH� ZDV� UHIRUPHG� DQG� LWV� PDFKLQH� UHVWUXFWXUHG� UDWKHU
HIIHFWLYHO\�� DOWKRXJK� LW�ZDV�ZHDNHQHG�EH\RQG� WKH�GHVLUDEOH�SRLQW��0RVW� LPSRUWDQW�
WKH� VWDWH� DWWLWXGH� WRZDUGV� 60(V� ZDV� FKDQJHG� IURP� WROHUDQFH� EHIRUH� WUDQVLWLRQ� WR
OLEHUDOL]DWLRQ�DQG�VXSSRUW�GXULQJ�WUDQVLWLRQ��+RZHYHU��DV�LV�VKRZQ�ODWHU��WKLV�VXSSRUW
ZDV�PRUH�RQ�SDSHU�WKDQ�LQ�UHDOLW\�

�� 6LQFH� LW� LV� RUJDQL]DWLRQDOO\� LPSRVVLEOH� WR� SODQ� 60(V� DFWLYLW\� GLUHFWO\� IURP� WKH
FHQWUH��VRPH�PDUNHW�IUHHGRP��DQG�D�IOH[LEOH�SULFH�V\VWHP�DUH�D�QHFHVVDU\�FRQGLWLRQ
IRU�60(V�GHYHORSPHQW��60(V�RSHUDWHG� LQ�EUDQFKHV�ZKHUH�PDUNHWV�HQMR\HG�SDUWLDO
OLEHUDOL]DWLRQ��SULFHV�ZHUH�WRWDOO\�RU�SDUWLDOO\�IUHHG�VLQFH������DQG�LQ�SDUWLFXODU�LQ�WKH
����V��$OWKRXJK� EDQN� FUHGLW�ZDV� LPSRUWDQW� DQG� WKHUH�ZDV� D� WZR�WLHU� EDQN� V\VWHP
VLQFH�������60(V�VHOGRP�KDG�DFFHVV�WR�RIILFLDO�FUHGLW��7UDQVLWLRQ�EURXJKW�FRPSOHWH
DQG� UDSLG� OLEHUDOL]DWLRQ� RI�PDUNHWV� DQG� SULFHV�ZLWK� HQVXLQJ� GRPHVWLF� FRPSHWLWLRQ�
IXUWKHU� GHYHORSPHQW� RI� D� PDUNHW� EDVHG� EDQN� V\VWHP�� GLIILFXOW� EXW� FRQWLQXRXV
GHYHORSPHQW�RI�FDSLWDO�PDUNHW��D�WD[�V\VWHP�EDVHG�RQ�9$7��$V�H[SODLQHG�LQ�WKH�QH[W
VHFWLRQ��WKHVH�GHYHORSPHQWV�ZHUH�RQO\�SDUWLDOO\�IDYRXUDEOH�WR�60(V�

�� $�SURSHU�VWUXFWXUH�RI�PRWLYDWLRQV�DQG�LQFHQWLYHV��ZLWK�ODUJH�URRP�IRU�SHUVRQDO�JDLQ
DQG�PDWHULDO� LQFHQWLYHV� DQG� IUHH� RI� LGHRORJLFDO� KRVWLOLW\� WR� LQGHSHQGHQW� HFRQRPLF
DFWLYLWLHV�±�LV�D�IXQGDPHQWDO�FRQGLWLRQ�IRU�WKH�GHYHORSPHQW�RI�60(V��7KH�PRWLYDWLRQ
DQG�LQFHQWLYH�VWUXFWXUH�ZDV�SURJUHVVLYHO\�WUDQVIRUPHG�VLQFH�WKH�HQG�RI������DQG�ZDV
EDVHG� PRUH� RQ� PDWHULDO� LQFHQWLYHV� WKDQ� RQ� LGHRORJ\� DQG� SROLWLFDO� FDPSDLJQV�
,QGLYLGXDOV�ZHUH�DOORZHG�D�FHUWDLQ�GHJUHH�RI�IUHHGRP�LQ�HFRQRPLF�PDWWHUV�DQG�VRPH
OLPLWHG�FR�SDUWLFLSDWLRQ�VFKHPHV�ZHUH�LQWURGXFHG�LQWR�HQWHUSULVHV�DQG�HYHQ�PRUH�VR
LQ�FR�RSHUDWLYHV��3ULYDWH�DFWLYLW\�ZDV�OLEHUDOL]HG��EXW�LW�ZDV�OLPLWHG�WR�LQGLYLGXDO�RU
VPDOO� VL]H� HQWLWLHV� XQWLO� HDUO\� ����V�� 7KH� LQWURGXFWLRQ� RI� XQHPSOR\PHQW� ZDV
VRPHWLPHV�SURSRVHG�E\�UHIRUPHUV�DQG�MRE�ULJKWV�ZHUH�DWWHQXDWHG��EXW�QHYHU�WR�VXFK
DQ� H[WHQW� DV� WR� MHRSDUGL]H� WKH� EDVLF� IHDWXUHV� RI� WKH� 6RYLHW�W\SH� V\VWHP�� LQFOXGLQJ
ODERXU� KRDUGLQJ� DQG� VLJQLILFDQW� VKRUWDJHV�� 6R� WKH� IHDU� RI� XQHPSOR\PHQW� QHYHU
EHFDPH� DQ� HIIHFWLYH� WKUHDW�� &RQVHTXHQWO\�� RQH� FDQ� FRQFOXGH� WKDW� WKH� OHDGLQJ
LQGLYLGXDO�PRWLYDWLRQV�DQG�LQFHQWLYHV�LQ�SUH�WUDQVLWLRQ�+XQJDU\�ZHUH�WKH�LQFUHDVH�RI
RQH
V� LQFRPH�DQG�ZHDOWK�DQG�VRPH� OLPLWHG� HFRQRPLF� IUHHGRP�DQG� VHOI�UHDOL]DWLRQ�
7KHVH� IHDWXUHV� ZHUH� IDYRXUDEOH� WR� 60(V� GHYHORSPHQW� DQG� EHFDPH� HYHQ� PRUH� VR
IROORZLQJ�WUDQVLWLRQ�
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�� 7KH� SURFHVVHV� RI� GHFLVLRQ� PDNLQJ�� LQFOXGLQJ� SROLF\� PDNLQJ� DQG� FRUSRUDWH
JRYHUQDQFH��ZHQW�WKURXJK�LPSRUWDQW�FKDQJHV�VLQFH�������LQ�SDUWLFXODU�LQ�WKH�����V�
6WDWH�DGPLQLVWUDWLRQ�ZDV�PLOGO\�FHQWUDOL]HG��ZLWK�VRPH�LPSRUWDQW�GHFHQWUDOL]DWLRQ�WR
FRXQWLHV��)XQFWLRQDO�WHFKQLFDO�FHQWUDO�RUJDQV�KDG�JUHDW�DQG�LQFUHDVLQJ�SRZHU�LQ� WKH
HFRQRP\�� SDUWLFXODUO\� WKH� )LQDQFH�0LQLVWU\�� ,W� GUDPDWLFDOO\� LQFUHDVHG� LWV� SRZHU� WR
WKH� H[SHQVH� RI� EUDQFK� PLQLVWULHV�� LQ� SDUWLFXODU� GXULQJ� WKH� ����V�� 7KH� ODWWHU� ZHUH
JUHDWO\�UHGXFHG�LQ�QXPEHU��7KH�UROH�RI�PDQDJHUV�LQ�FRUSRUDWH�JRYHUQDQFH�LQFUHDVHG
VXEVWDQWLDOO\�LQ�WKH�HDUO\�UHIRUP�SHULRG��HYHQ�PRUH�VR�LQ�WKH�����V��0DMRU�H[FHSWLRQV
ZHUH�ODUJH�LQYHVWPHQWV�� LQ�SDUWLFXODU� WKRVH�WKDW� LQYROYHG�LQWHUQDWLRQDO�SURMHFWV��DQG
UHODWLYHO\�PLQRU�GHFLVLRQV�LQ�WKH�ILHOG�RI�ODERXU�LQ�WKH�SRVW�VHOI�PDQDJHPHQW�SHULRG�

�� 7KHVH� WUDQVIRUPDWLRQV� KDG� VRPH� LPSRUWDQW�� DOWKRXJK� OLPLWHG� LPSDFW� RQ� 60(
RUJDQL]DWLRQDO� IRUPV�� VLQFH� WKH\� RSHQHG� WKH� ZD\� IRU� WKH� HVWDEOLVKPHQW� DQG
GHYHORSPHQW�RI�DQ�LPSRUWDQW�JURXS�RI�60(V�KDYLQJ�PL[HG�IHDWXUHV��7KHVH�LQFOXGHG
ODERXU�VKDULQJ� RUJDQL]DWLRQV� �VXFK� DV� 9*0.� DQG� *0.��� VR�FDOOHG� VPDOO� FR�
RSHUDWLYHV�DQG�YDULRXV�RWKHU�IRUPV�RI�OHDVLQJ�DQG�FRQWUDFWXDO�UHODWLRQVKLSV�WKDW�KDG�D
TXDVL�SULYDWH�QDWXUH��DOWKRXJK� WKH�SK\VLFDO�FDSLWDO�XVXDOO\�EHORQJHG� WR� WKH� VRFLDOLVW
HQWHUSULVHV��'DOODJR������������DQG�/DNL��������7UDQVLWLRQ�ZDV� UDWKHU�HIIHFWLYH� LQ
WKH�ILHOG�RI�FRUSRUDWH�JRYHUQDQFH��LQ�SDUWLFXODU�WKDQNV�WR�PDUNHW�SULYDWL]DWLRQ�DQG�WKH
JUHDW�UROH�RI�)',��%RWK�VSRQWDQHRXV�DQG�VPDOO�SULYDWL]DWLRQ�±�WKH�ODWWHU�PRVWO\�WR�WKH
DGYDQWDJH�RI�LQVLGHUV�±�SURGXFHG�D�ERRPLQJ�QXPEHU�RI�PRVWO\�SULYDWH�60(V��0RUH
SUREOHPDWLF� KDV� EHHQ� WKH� VLWXDWLRQ� LQ� WKRVH� HQWHUSULVHV� WKDW� UHPDLQ� WHPSRUDULO\� RU
SHUPDQHQWO\� LQ�VWDWH�KDQGV��DQG�ZHUH�RU�ZHUH�VXSSRVHG� WR�EHFRPH�EX\HUV�RI�60(
SURGXFWLRQ�� 7KLV� VLWXDWLRQ� KDG� VRPH� PL[HG� FRQVHTXHQFHV� IRU� WKH� GHYHORSPHQW� RI
60(V�� DV� ,� ZLOO� H[SODLQ� LQ� WKH� QH[W� VHFWLRQ�� 4XLWH� LPSRUWDQW� LV� WKH� SURFHVV� RI
GHFHQWUDOL]DWLRQ� RI� SXEOLF� DGPLQLVWUDWLRQ� WKDW� LV� XQGHU� LPSOHPHQWDWLRQ�� ZLWK
GHOHJDWLRQ�RI�60(V�SROLFLHV�WR�ORFDO�DGPLQLVWUDWLRQV�

�� 7KH�FRXQWU\�KDG�SURJUHVVLYHO\�GLPLQLVKHG� LWV� GHSHQGHQFH� RQ� WKH�&0($�FRXQWULHV
ZHOO�EHIRUH� WUDQVLWLRQ�VWDUWHG�DQG�JUDQWHG�SURGXFHU�HQWHUSULVHV�D�FHUWDLQ�IUHHGRP�WR
GHDO� LQ� WKH� LQWHUQDWLRQDO� PDUNHW�� 7KH� JRYHUQPHQW� UHJXODWHG� WKH� DFWLYLW\� RI� WKHVH
HQWHUSULVHV�E\�WKH�XVH�RI�D�TXDVL�PDUNHW�H[FKDQJH�UDWH�WKDW�ZDV�SURJUHVVLYHO\�XQLILHG
IRU�WKH�HQWLUH�HFRQRP\�LQ�WKH�����V��7KHVH�UHIRUPV�RQO\�KDG�DQ�LQGLUHFW� LPSDFW�RQ
60(V�� VLQFH� WKH� ODWWHU� HLWKHU� SURGXFHG� GLUHFWO\� IRU� ILQDO� GRPHVWLF� FRQVXPHUV� RU
VXSSOLHG� ODUJH� 62(V�� +RZHYHU�� WKH� SURJUHVVLYH� RSHQLQJ� RI� WKH� HFRQRP\� DQG� WKH
VRFLHW\� WUDQVIRUPHG� WKH� VWUXFWXUH� DQG� TXDOLW\� UHTXLUHPHQWV� RI� GHPDQG� DQG� RSHQHG
QHZ�RSSRUWXQLWLHV�IRU�ERWK�OHJDO�DQG�LUUHJXODU�VPDOO�EXVLQHVVHV��7UDQVLWLRQ�EURXJKW
IXOO� LQWHUQDO�FRQYHUWLELOLW\�RI� WKH�FXUUHQF\�DQG� LWV�H[WHUQDO�TXDVL�FRQYHUWLELOLW\��7KH
OLEHUDOL]DWLRQ�RI� H[WHUQDO� UHODWLRQV� DQG�EHJLQQLQJ�RI�SUHSDUDWLRQV� IRU�(8�DFFHVVLRQ
FDXVHG� WKH� GUDPDWLF� GHFUHDVH� RI� HFRQRPLF� WLHV� DQG� EXVLQHVV� ZLWK� IRUPHU� &0($
FRXQWULHV�DQG�UDSLGO\�LQFUHDVHG�LQWHJUDWLRQ�ZLWK�:HVWHUQ�FRXQWULHV��LQ�SDUWLFXODU�(8
FRXQWULHV��7KHVH�SURFHVVHV�RSHQHG�QHZ�VRXUFHV�RI�LQYHVWPHQW�DQG�GRPHVWLF�VXSSRUW�
LQFOXGLQJ�WKRVH�VSHFLILFDOO\�IRU�60(V��DQG�VWURQJO\�LQFUHDVHG�H[WHUQDO�FRPSHWLWLRQ�
1HZ�RSSRUWXQLWLHV�ZHUH�RSHQHG�IRU�60(V��EXW�DOVR�QHZ�GDQJHUV�DSSHDUHG�
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7R�FRQFOXGH�� WKH�SUH�WUDQVLWLRQ�HFRQRPLF� V\VWHP�KDG�VRPH� IDYRXUDEOH� IHDWXUHV� IRU� WKH
GHYHORSPHQW�RI�60(V��JLYLQJ� WKHP�ERWK�GLUHFWO\� DQG� LQGLUHFWO\� D� UHODWLYHO\� LPSRUWDQW
VSDFH�DQG�UROH��'LUHFWO\�LPSRUWDQW�ZHUH�WKRVH�IHDWXUHV�RI�WKH�ROG�HFRQRPLF�V\VWHP�WKDW
DOORZHG� IRU� WKH� GHYHORSPHQW� RI� 60(V� EHIRUH� WUDQVLWLRQ�� ,QGLUHFWO\� LPSRUWDQW� IHDWXUHV
ZHUH� WKRVH� WKDW� SUHSDUHG� WKH� JURXQG� IRU� WKH� GHYHORSPHQW� RI� 60(V� DIWHU� WUDQVLWLRQ�
$PRQJ�WKH�IRUPHU��WKH�PRVW�LPSRUWDQW�ZHUH�OLEHUDOL]DWLRQ�RI�FR�RSHUDWLYHV�DFWLYLW\�WKDW
VWDUWHG� ZLWK� DJULFXOWXUDO� FR�RSHUDWLYHV� DV� HDUO\� DV� ������ GHFHQWUDOL]DWLRQ� DQG� OLPLWHG
OLEHUDOL]DWLRQ�RI�TXDVL�SULYDWH�60(V�LQ�WKH�����V��DQG�VRPH�FRPPHUFLDO�ODZV�DSSURYHG
EHWZHHQ� ����� DQG� ������ $PRQJ� LQGLUHFW� IHDWXUHV�� WKH� LQFUHDVHG� UROH� RI� PDWHULDO
LQFHQWLYHV�DQG�TXDVL�PDUNHW�PRWLYDWLRQV��LQFUHDVHG�DXWRQRP\�RI�HQWHUSULVHV�DQG�WKH�UROH
RI�PDQDJHUV� LQ� FRUSRUDWH�JRYHUQDQFH�� UHJXODWRU\� DFWLYLW\� RI� WKH� VWDWH� UHSODFLQJ� FHQWUDO
SODQQLQJ��OLEHUDOL]DWLRQ�RI�IRUHLJQ�WUDGH�DQG�RI�WKH�SULFH�V\VWHP��PLOG�OLEHUDOL]DWLRQ�DQG
WUDQVIRUPDWLRQ� RI� WKH� ILQDQFLDO� VHFWRU� �LQ� SDUWLFXODU�� EDQNLQJ��� LPSURYHG� LQIUDVWUXFWXUH
DQG�VSUHDGLQJ�PRWRUL]DWLRQ�

$OO� WKHVH� IDFWRUV� UHQGHUHG� WKH� +XQJDULDQ� HFRQRPLF� V\VWHP�PRUH� VLPLODU� WR� D� PDUNHW
V\VWHP� WKDQ� DQ\� RWKHU� LQ� WKH� UHJLRQ�� DQG� ZKLOH� LWV� LQVWLWXWLRQV�� VWUXFWXUHV� DQG� FR�
RUGLQDWLRQ�IUDPHZRUN�ZHUH�QRW�RI�D�PDUNHW�QDWXUH�QHLWKHU�ZHUH�WKH\�WUDGLWLRQDO�6RYLHW�
W\SH�� $W� OHDVW� DV� LPSRUWDQW�� WKRVH� FKDQJHV� SURGXFHG� DFWRUV� ZKRVH� PRWLYDWLRQV�
FDSDELOLWLHV� DQG� GHFLVLRQ�PDNLQJ� ZHUH� UHODWLYHO\� FORVH� WR� WKRVH� RI� DFWRUV� LQ� PDUNHW
HFRQRPLHV��DW�OHDVW�RQ�WKH�VXSSO\�VLGH��7UDQVLWLRQDO�UHIRUPV�KDG�D�UHODWLYHO\�HDV\�WDVN�LQ
SURGXFLQJ� D� JUHDW� QXPEHU� RI� 60(V�� ,QGHHG�� WKLV� WRRN� SODFH� DPLGVW� ZHDN� RU� PLVVLQJ
60(�SROLFLHV�DQG�VWUXFWXUHV��VXFK�DV�FUHGLW�DQG�WD[�V\VWHP��,W�ZDV�HQRXJK�WR�LQWURGXFH
IUHHGRP� RI� HQWHUSULVH� WR� VHH� ERRPLQJ� QXPEHUV� RI� 60(�� +RZHYHU�� WKH� QH[W� VHFWLRQ
VKRZV�WKDW� WKHVH�IHDWXUHV�ZHUH�LQVXIILFLHQW� WR�SURGXFH�D�PRGHUQ�DQG�FRPSHWLWLYH�60(
VHFWRU��,Q�DGGLWLRQ��VRPH�WUDQVLWLRQDO�FKDQJHV�UHWDUGHG�60(�GHYHORSPHQW�� LQ�SDUWLFXODU
UHVWULFWLYH� ILVFDO� SROLFLHV�� ,W� VKRXOG� EH� QRWHG� WKDW� VXFK� FKDQJHV� GHVWUR\HG� SRWHQWLDO
GHPDQG�IRU�60(�SURGXFWLRQ�DQG�UHVRXUFHV�IRU�60(�LQYHVWPHQW��EXW�DOVR� WKH�HIIHFW�RI
WKH�PDUNHW�SULYDWL]DWLRQ�RI�ODUJH�HQWHUSULVHV�LQ�GLYHUWLQJ�UHVRXUFHV�DZD\�IURP�SRWHQWLDO
HVWDEOLVKPHQW�RI�QHZ�60(V�VKRXOG�EH�FRQVLGHUHG���

��� ,QGLYLGXDO�IHDWXUHV��HQWUHSUHQHXULDO�LQFOLQDWLRQ�DQG�SHUFHSWLRQ��PRWLYDWLRQV
DQG�FDSDELOLWLHV

9DULRXV�VXUYH\V�EDVHG�RQ�VDPSOHV�RI�YDU\LQJ�VL]H��LQFOXGLQJ�WKH�+XQJDULDQ�+RXVHKROG
3DQHO� 6XUYH\�� WULHG� WR� HYDOXDWH� WKH� HQWUHSUHQHXULDO� LQFOLQDWLRQ� RI�+XQJDULDQ� SHRSOH� LQ
GLIIHUHQW� \HDUV� �/HQJ\HO� ��������� 0DMRU� ILQGLQJV� DUH� WKDW� VXFK� LQFOLQDWLRQ� LQFUHDVHG
VXEVWDQWLDOO\� ZLWK� WKH� EHJLQQLQJ� RI� WUDQVLWLRQ� ±� ZKHQ� ������ SHU� FHQW� RI� SHRSOH
LQWHUYLHZHG� VDLG� WKH\� ZHUH� FRQVLGHULQJ� EHFRPLQJ� DQ� HQWUHSUHQHXU�� $� ZRUVHQLQJ
PDFURHFRQRPLF� VLWXDWLRQ� DQG� WKH� GLIILFXOWLHV� PHW� E\� UHDO� EXVLQHVVPHQ� UDGLFDOO\
GHFUHDVHG� WKLV� SHUFHQWDJH� WR� ������ SHU� FHQW� LQ� WKH� IROORZLQJ� \HDUV� ������ DQG� ������

������������������������������������������������
�� &I��8YDOLF������RQ�REVWDFOHV�WR�60(V�GHYHORSPHQW�

�� )RU�DQ�LQWHUHVWLQJ�VRFLRORJLFDO�H[SODQDWLRQ�RI�ORFDO�GLIIHUHQFHV�LQ�HQWUHSUHQHXULDO�DWWLWXGHV�LQ�+XQJDU\
VHH�.XF]L�DQG�0DNy������
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EHORZ� HYHQ� WKH� ����� OHYHO��(YHQ� LI� RQH� GLVFRXQWV� WKH� ����� GDWD� IRU� WKH� LOOXVLRQV� DQG
HQWKXVLDVP� UDLVHG� E\� WKH� ILUVW� VWHSV� RI� WUDQVLWLRQ�� VXFK� D� GURS� LV� FOHDU� HYLGHQFH� RI
GLVLOOXVLRQ�ZLWK�D�UDSLGO\�GHWHULRUDWLQJ�FRQWH[W�LQ�WKH�ILUVW�\HDUV�RI�WUDQVLWLRQ�

,W�LV�DOVR�LQWHUHVWLQJ�WR�REVHUYH�WKDW��FRPSDUHG�WR�RWKHU�FRXQWULHV�LQ�WUDQVLWLRQ��+XQJDU\
GRHV� QRW� VKRZ� D� GLIIHUHQW� SDWWHUQ� RI� HQWUHSUHQHXULDO� LQFOLQDWLRQ� �.XF]L� DQG� /HQJ\HO
����E�� .XF]L� DQG� 0DNy� ������� 7KLV� DSSDUHQWO\� VXSSRUWV� WKH� LGHD� WKDW� SUH�WUDQVLWLRQ
HFRQRPLF� UHIRUPV�GLG�QRW�SOD\�DQ� LPSRUWDQW� UROH� LQ� IRVWHULQJ�HQWUHSUHQHXULDO� DWWLWXGHV�
DOWKRXJK�LW�OHDYHV�RSHQ�WKH�SRVVLELOLW\�WKDW�WKH�UHIRUPV�LQIOXHQFHG�ZKR�DFWXDOO\�EHFDPH
EXVLQHVVPHQ�DQG�KRZ�EXVLQHVVPHQ�RSHUDWHG�� ,QGHHG�� WKHUH�DUH�JUHDW�GLIIHUHQFHV� LQ� WKH
FRPSRVLWLRQ�DQG�IHDWXUHV�RI�DFWXDO�EXVLQHVVPHQ�DQG�WKH�+XQJDULDQ�VXUYH\�VXSSRUWV�WKH
WKHRU\�RI�HQWUHSUHQHXUV�DV�EHLQJ�GHFLVLYHO\�LQIOXHQFHG�E\�RFFXSDWLRQ��OHYHO�RI�HGXFDWLRQ�
SHUVRQDO�YDOXHV�DQG�FRQQHFWLRQV��DORQJ�ZLWK�GHPRJUDSKLF�IDFWRUV��7KLV� LQIOXHQFH�DFWHG
WKURXJK�WKH�GHFDGH�RI�WKH�����V��7KLV�LV�D�PDMRU�GLIIHUHQFH�FRPSDUHG�WR�RWKHU�FRXQWULHV�
RQH� WKDW� VWUHVVHV� WKDW�PDMRU� FKDQJHV�ZHUH� LQWURGXFHG� LQ� WKH� HFRQRP\� DQG� WKH� VRFLHW\
ZHOO�EHIRUH�WUDQVLWLRQ�VWDUWHG�

,Q�+XQJDU\�� WKH� VRFLDO� FRPSRVLWLRQ� RI� EXVLQHVVPHQ� GLG� QRW� FKDQJH� DV� D� UHVXOW� RI� WKH
SROLWLFDO�WUDQVIRUPDWLRQ��DOWKRXJK�WKHLU�QXPEHU�JUHDWO\�LQFUHDVHG��2QO\�WKH�SURSRUWLRQ�RI
XQLYHUVLW\�JUDGXDWHV�DPRQJ�WKH�EXVLQHVVPHQ�LQFUHDVHG�VXEVWDQWLDOO\��IURP����SHU�FHQW�LQ
�����WR����SHU�FHQW�LQ��������7KH�PLGGOH�FODVV�DV�SURGXFHU�RI�EXVLQHVVPHQ�ZDV�DOUHDG\
WKHUH�ZKHQ� WUDQVLWLRQ� VWDUWHG��$IWHU� WKH� SROLWLFDO� FKDQJH� LQ� ������ WKH� JURXS� RI�PLGGOH
FODVV� EXVLQHVVPHQ� H[SDQGHG� E\� LQFOXGLQJ� WKRVH�ZKR�ZHUH� H[SHOOHG� IURP� RU� OHIW� ODUJH
HQWHUSULVHV�DQG�ZDV�HQODUJHG�E\�WKRVH�PHPEHUV�RI�WKH�SUHYLRXV�SROLWLFDO�DQG�HFRQRPLF
OHDGHUVKLS�ZKR�FRXOG�SXW�HQWHUSULVH�WUDQVIRUPDWLRQ�DQG�SULYDWL]DWLRQ�WR�WKHLU�RZQ�XVH��,W
LV�LQWHUHVWLQJ�WR�QRWLFH�WKDW�WKHUH�LV�QR�VLJQLILFDQW�GLIIHUHQFH�LQ�WKH�PDJQLWXGH�RI�PDWHULDO
FDSLWDO�RU�HFRQRPLF�LQIOXHQFH�EHWZHHQ�WKH�WZR�JURXSV��7KLV�LV�WR�VD\�WKDW�WKH�IDFWRUV�WKDW
GHWHUPLQHG�WKH�IRUPDWLRQ�RI�WKH�JURXS�RI�HQWUHSUHQHXUV�DQG�RZQHUV�VKRXOG�EH�ORRNHG�IRU
PDLQO\�LQ�WKH�VLWXDWLRQ�SURGXFHG�LQ�WKH�HDUO\�����V��7KLV�LV�FHUWDLQO\�DQ�LQWHUHVWLQJ�FDVH
RI� SDWK� GHSHQGHQFH�� LQ� ZKLFK� WKH� SDVW� ±� E\�PRXOGLQJ� RI� DOORFDWLRQ� RI� UHVRXUFHV�� WKH
VRFLDO�HQYLURQPHQW�DQG�VKDUHG�YDOXHV�±�LV�LPSRUWDQW�LQ�GHWHUPLQLQJ�WKH�SUHVHQW�

0RWLYDWLRQV� VXSSRUWLQJ� WKH� GHFLVLRQ� WR� VWDUW� D� EXVLQHVV� DUH� SUHGLFWDEO\� PL[HG�
&RQWLQJHQW�DQG�VXUYLYDO�IDFWRUV�SOD\HG�DQG�VWLOO�SOD\�DQ�LPSRUWDQW�UROH��&,3(������DQG
/DNL��������7KLV�LV�KDUGO\�D�VLWXDWLRQ�WKDW�FDQ�IRVWHU�LQQRYDWLRQ�DQG�VWDEOH�MRE�FUHDWLRQ�
EXW� LW�PD\�EH�LPSRUWDQW�DQG�XVHIXO�DV�D�VWDUWLQJ�SKDVH�RI�HQWUHSUHQHXULDO�GHYHORSPHQW�
+RZHYHU�� WKH� VLWXDWLRQ� KDV� LPSURYHG� ZLWK� WLPH�� 7KLV� KDV� DOVR� EHHQ� GXH� WR� WKH
VWDELOL]DWLRQ�RI�HPSOR\PHQW�DQG�SRVVLEO\�WKH�GHFUHDVH�RI�RSSRUWXQLWLHV�

7KH�DQDO\VLV�RI�WKH�UHODWLRQVKLS�EHWZHHQ�FDSDELOLWLHV��WKH�HQYLURQPHQW�DQG�WKH�HFRQRPLF
V\VWHP��LQ�SHULRGV�RI�UDSLG�V\VWHPLF�DQG�VWUXFWXUDO�FKDQJH�VXFK�DV�WUDQVLWLRQ�LQ�&HQWUDO
DQG� (DVWHUQ� (XURSHDQ� FRXQWULHV�� VKRZV� WKDW� WKH�PRUH� D� SDUWLFXODU� FDSDELOLW\� FRQWDLQV
WDFLW�DVSHFWV��WKH�PRUH�VWURQJO\�LW�FRQWLQXHV�WR�UHIOHFW� WKH�LQFHQWLYHV�DQG�LQVWLWXWLRQV�RI
WKH� ROG� V\VWHP� �6ZDDQ� ������� $OVR�� FDSDELOLWLHV� ZKLFK� KDYH� D� KLJK� GHJUHH� RI� WDFLW�
V\VWHP�VSHFLILF� FRPSRQHQWV� VKRZ� EDFNZDUGQHVV� GXULQJ� WUDQVLWLRQ� DV� FRPSDUHG� WR
FRXQWULHV� RI� D� VLPLODU� OHYHO� RI� GHYHORSPHQW�� )LQDOO\�� GLIIHUHQFHV� LQ� WKH� OHYHO� RI
FDSDELOLWLHV� DPRQJ� SRVW�VRFLDOLVW� HFRQRPLHV� DUH� VPDOOHU� WKDQ� GLIIHUHQFHV� EHWZHHQ



��

UDQGRP�SDLUV�RI�FRXQWULHV�RI�D�VLPLODU�OHYHO�RI�GHYHORSPHQW��7KHVH�ILQGLQJV�DOVR�KROG�IRU
+XQJDU\� DQG� KLJKOLJKW� WKDW� LQYHVWPHQWV� LQ� QHZ� V\VWHP�VSHFLILF� DVVHWV� WDNH� WLPH� DQG
HIIRUW�WR�PDWXUH��DW�ERWK�LQGLYLGXDO�DQG�RUJDQL]DWLRQDO�OHYHO��&RQVHTXHQWO\��WKH�SURFHVV
RI�FKDQJH�LV�OHQJWK\�DQG�FRVWO\��3ROLFLHV�VKRXOG�WDNH�WKLV�LQWR�DFFRXQW��EXW�WKLV�ZDV�QRW
WKH�FDVH��,QGHHG��WKH�OHYHO�RI�ILVFDO�EXUGHQV��XQSUHGLFWDELOLW\�RI�SROLFLHV�DQG�EXUHDXFUDWLF
UHG�WDSH�±�L�H��IDFWRUV�OLQNHG�WR�DGPLQLVWUDWLYH�RUJDQL]DWLRQ�DQG�SROLFLHV�±�DUH�WKH�PDLQ
REVWDFOHV� WR� WKH�HVWDEOLVKPHQW�DQG�H[SDQVLRQ�RI�QHZ�HQWHUSULVHV�QRZ��VHH�7DEOH�����DV
PXFK�DV�WKH\�ZHUH�LQ�������&,3(��������+RZHYHU��UHVSRQGHQWV�VKRZ�WKDW�WKHVH�IDFWRUV
KROG�D�GHFUHDVLQJ�UHOHYDQFH��ZKLOH�WKDW�RI�PDUNHW�YDULDEOHV�±�QRWDEO\��WKH�LQWHQVLILFDWLRQ
RI�PDUNHW�FRPSHWLWLRQ�±�LV�LQFUHDVLQJ��7R�FRQFOXGH��DOWKRXJK�HQWUHSUHQHXULDO�LQFOLQDWLRQ
GRHV� QRW� SUHVHQW� PDMRU� SUREOHPV�� FDSDELOLWLHV� DUH� RQO\� PRGHUDWHO\� IDYRXUDEOH� WR� WKH
GHYHORSPHQW�RI�D�PRGHUQ�60(�VHFWRU��EXW�LPSURYLQJ�

TABLE 1

PERCEIVED OBSTACLES TO SME GROWTH IN HUNGARY, 1997 AND 1998

(PER CENT OF RESPONDENTS EXPRESSING AGREEMENT)

Obstacles to growth October 1997 October 1998

High tax and social security burdens 84 78
Unpredictability of economic regulation 62 58
Strong competition 53 57
Insufficient demand or orders 48 45
Unfair competition 46 44
Shortage of capital 40 37
Payment arrears of customers 30 31
Shortage of credit 27 26
Obsolescence of existing equipment 17 19
Procurement problems 14 16
Shortage of labour   9   9

Source: KFI 1998: 165 and KFI 1999: 141. The sample consists of some 2000
small enterprise owners and managers who were interviewed in October 1997
and October 1998.

$� VWXG\� EDVHG� RQ� WKH� DQDO\VLV� RI� WKH� RULJLQ� RI� QRQ�DJULFXOWXUDO� PDOH�� IXOO�WLPH
EXVLQHVVPHQ�� XVLQJ� ����� &62� GDWD� RQ� VRFLDO� PRELOLW\�� ODUJHO\� VXSSRUWV� WKH� DERYH
FRQFOXVLRQV�DQG�RIIHUV�DQ�LQWHUHVWLQJ�G\QDPLF�SLFWXUH��5yEHUW��������7KH�VWXG\�SUHVHQWV
D�FDXVDO�PRGHO�VKRZLQJ�WKH�H[WHQW� WR�ZKLFK�EHFRPLQJ�D�EXVLQHVVPHQ�LV� LQIOXHQFHG�E\
WKH�IDPLO\�EDFNJURXQG��WKH�IDWKHU
V�RFFXSDWLRQ���LQYHVWPHQW�LQWR�VFKRROLQJ��SURIHVVLRQDO
WUDLQLQJ��DFDGHPLF� WUDLQLQJ��� WKH�PDUNHW� H[SHULHQFH� �H[SHULHQFHV� LQ� WKH� ODERXU�PDUNHW�
DQG� WKH� SROLWLFDO� EDFNJURXQG� �FRPPXQLVW� SDUW\� PHPEHUVKLS�� WKDW� DOVR� H[SODLQV� WKH
EXVLQHVVPHQ
V� UHODWLRQDO� QHWZRUN��� %\� GLYLGLQJ� WKH� �������� LQWHUYDO� LQWR� ILYH� SHULRGV
�IRXU�LQ�WKH�FDVH�RI�SDUW\�PHPEHUVKLS���WKH�VWXG\�DQDO\VHV�WKH�FKDQJHV�RYHU�WLPH�RI�WKH
IDFWRUV� WKDW� GHWHUPLQH� KRZ� DQG� ZK\� VRPHRQH� EHFRPHV� D� EXVLQHVVPDQ�� 7KH� RXWFRPH
VKRZV� ERWK� FRQWLQXLW\� DQG� WUHQG� LQWHUUXSWLRQV� RYHU� WKH� HQWLUH� LQWHUYDO�� 7KH� HIIHFWV� RI
IDPLO\� RULJLQ� DW� ILUVW� GLPLQLVKHG� EXW� VLQFH� WKH� ����V� KDV� JDLQHG� VWUHQJWK� DJDLQ�
,QYHVWPHQW�LQ�KXPDQ�FDSLWDO�DV�UHSUHVHQWHG�E\�SURIHVVLRQDO�WUDLQLQJ�ZDV�YHU\�XVHIXO�IRU
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VRPH� WLPH�� EXW� ODWHU� ±� DJDLQ�� VLQFH� WKH�����V�±� WKHLU� UHWXUQ�GLPLQLVKHG��+RZHYHU�� WKH
HIIHFW� RI� LQYHVWPHQW� LQWR� DFDGHPLF� WUDLQLQJ� �
FXOWXUDO� FDSLWDO
��� KDV� SURYHG� WR� EH�PRUH
ODVWLQJ��EXW�GHFUHDVLQJ�ZLWK� WUDQVLWLRQ��)LQDOO\�� WKH� LQIOXHQFH�RI�SROLWLFDO� IDFWRUV� VKRZV
WKDW�WKH�OHQJWK�RI�SDUW\�PHPEHUVKLS��
SROLWLFDO�DQG�VRFLDO�FDSLWDO
��LV�PRUH�LPSRUWDQW�IRU
EHFRPLQJ� D� EXVLQHVVPDQ� WKDQ� WKH� VLPSOH� IDFW� RI� EHLQJ� D� SDUW\� PHPEHU� �SROLWLFDO
OR\DOW\��� ,QWHUHVWLQJO\�� WKH� VWXG\� VKRZV� WKDW� WKH� FRQYHUVLRQ� RI� SROLWLFDO� FDSLWDO� LQWR
HFRQRPLF� FDSLWDO� KDG� DOUHDG\� VWDUWHG� LQ� WKH� ODWH� ����V�� 'XULQJ� WUDQVLWLRQ� WKH� UROH� RI
KXPDQ�DQG�FXOWXUDO�FDSLWDO�EHFDPH�PRUH�LPSRUWDQW�WKDQ�SROLWLFDO�FDSLWDO�

7KLV�FRQFOXVLRQ�LV�VXSSRUWHG�DQG�H[WHQGHG�E\�WKH�VXUYH\V�LPSOHPHQWHG�E\�WKH�,QVWLWXWH
IRU� 6PDOO� %XVLQHVV� 'HYHORSPHQW� �.),� ������ ���������� $FFRUGLQJ� WR� WKH� ILQGLQJV�

>J@URZLQJ�HQWHUSULVHV�WHQG�WR�EH�RSHUDWHG�E\�HQWUHSUHQHXUV�KDYLQJ�ILOOHG�MREV�UHTXLULQJ
KLJKHU� HGXFDWLRQDO� TXDOLILFDWLRQ� DQG�RU�PRUH� VHQLRU�PDQDJHULDO� SRVLWLRQV� HDUOLHU��0RVW
RZQHUV� RI� JURZLQJ� HQWHUSULVHV� XVHG� WR� EH� SURIHVVLRQDO� HPSOR\HHV��ZKLOH� WKRVH� RI� QR�
JURZWK�FRPSDQLHV�ZHUH�PRVWO\�VNLOOHG�ZRUNHUV��,Q�WKH�JURXS�RI�JURZLQJ�FRPSDQLHV��WKH
SURSRUWLRQ�RI�HQWUHSUHQHXUV�KDYLQJ�RFFXSLHG�D�PDQDJHULDO�SRVLWLRQ�RI�VRPH�VRUW�HDUOLHU
LV� DOVR�PXFK� KLJKHU� WKDQ� HOVHZKHUH�
� �LELG��� �����$JH� LV� DOVR� LPSRUWDQW� WRJHWKHU�ZLWK
JHQGHU�� 
«� JURZLQJ� HQWHUSULVHV� DUH� W\SLFDOO\� OHG� E\� PLGGOH� DJHG� PDOHV�� ZKLOH� WKH
PDQDJHPHQWV�RI�WKRVH�HQYLVDJLQJ�QR�JURZWK�LQFOXGH�D�ODUJHU�SURSRUWLRQ�RI�ZRPHQ�DQG
PHPEHUV�RI�WKH�ROGHU�DQG�\RXQJHU�JHQHUDWLRQV
��LELG��������
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9 60(V�,1�+81*$5<

��� 4XDQWLWDWLYH�JURZWK��VWUXFWXUH�DQG�PDUNHW�LPSDFW

,Q� +XQJDU\�� WKH� H[SORVLRQ� LQ� WKH� QXPEHU� DQG� DFWLYLW\� RI� 60(V� EHJDQ� LQ� WKH� \HDUV
LPPHGLDWHO\� SUHFHGLQJ� WKH� EHJLQQLQJ� RI� WUDQVLWLRQ�� ERRPHG� LQ� WKH� ILUVW� \HDUV� RI
WUDQVLWLRQ�� DQG� WKHQ� VWDJQDWHG� VLQFH�PLG�����V� �VHH�7DEOH� ����7KH� ODUJHU� SDUW� RI� WKRVH
HQWHUSULVHV�WKDW�DUH�DFWLYH�DUH�VWLOO�LQ�WUDGH��DOWKRXJK�WKHLU�VKDUH�LV�GHFUHDVLQJ�������SHU
FHQW�LQ��������6HFRQG�WR�WUDGH�DUH�HQWHUSULVHV� LQ�UHDO�HVWDWH�������SHU�FHQW� LQ������DQG
UDSLGO\� LQFUHDVLQJ��� WKDW� DOVR� LQFOXGH� OHDVLQJ�� FRPSXWHU� EXVLQHVV�� DQG� HQWHUSULVHV
SURYLGLQJ�EXVLQHVV�VHUYLFHV��2WKHU�H[SDQGLQJ�EUDQFKHV�DUH�FDWHULQJ�� ILQDQFLDO�VHUYLFHV�
HGXFDWLRQ�DQG�KHDOWKFDUH��ZKHUH�LQ������RSHUDWHG�UHVSHFWLYHO\�����SHU�FHQW������SHU�FHQW�
���� SHU� FHQW� DQG� ���� SHU� FHQW� RI� DOO� DFWLYH� HQWHUSULVHV��0DQXIDFWXUH� DQG� WUDQVSRUW� DUH
VKULQNLQJ��UHVSHFWLYHO\������SHU�FHQW�DQG�����SHU�FHQW�RI�DOO�DFWLYH�HQWHUSULVHV�LQ�������
ZKLOH� RWKHU� VHFWRUV� DUH� VWDJQDWLQJ� �DJULFXOWXUH�� ���� SHU� FHQW� DQG� FRQVWUXFWLRQ�� ���� SHU
FHQW�LQ��������.),������������7KH�60(V�VKDUH�LQ�WKH�RYHUDOO�QXPEHU�RI�HQWHUSULVHV�DQG
LQ�RYHUDOO�HPSOR\PHQW�LV�VXEVWDQWLDOO\�JUHDWHU�WKDQ�LQ�(8�DYHUDJH��DOWKRXJK�QRW�DV�KLJK
DV�,WDO\�RU�-DSDQ��VHH�7DEOH�����7KLV�LV�SDUWLFXODUO\�WUXH�IRU�PLFUR�HQWHUSULVHV�DQG�DOVR�±
DV�IDU�DV�HPSOR\PHQW�LV�FRQFHUQHG�±�IRU�PHGLXP�VL]HG�HQWHUSULVHV�

TABLE 2

REGISTERED BUSINESS ENTITIES IN HUNGARY

1990 1991 1992 1993 1994 1995 1996a 1997a 1998a 1999a

Corporation with legal entity 136 917 158 662 174 250 177 436

     limited liability company 12 159 41 206 57 262 72 897 87 957 102 697 122 044 143 109 157 990 160 647

     co-operative 7 134 7 232 7 694 8 175 8 252 8 321 8 362 8 330 8 230 8 191

Partnership & unincorporated

   enterprise

167 426 179 912 203 691 211 835

     limited partnership n.a. n.a. n.a. 67 301 89 001 102 560 127 725 140 043 161 857 170 762

Sole proprietorship 387 340 519 450 606 207 688 843 778 036 791 496 745 247 659 690 648 701 660 139

Corporation &

   unincorporated total

1 049 590 998 264 1 026 642 1 049 410

Government & social security 14 809 14 633 14 957 15 300

Non-profit institutions 50 601 54 418 58 866 61 907

ECP-institution 309 300 292 272

Total 1 115 309 1 067 615 1 100 757 1 126 889

Source: Hungarian Central Statistical Office (http://www.ksh.hu). Data for 31 December of each year.

Note: a The definitions used to classify economic organizations were revised in 1996.
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TABLE 3

ENTERPRISE SIZE AND EMPLOYMENT CHARACTERISTICS, EU AND HUNGARY, 1996

Enterprise Size (Number of Employees)
Micro
(0-9)

Small
(10-49)

Medium-size
(50-249)

Large
(>250)

Total

Enterprises

number 1000, EU 17,285 1,105 165 35 18,590
  per cent distribution 93.0 5.9 0.9 0.2 100.0
number, 1000, Hungary 619 15 4.4 0.6 639
  per cent distribution 96.9 2.3 0.7 0.1 100.0

Employees

number 1000, EU 37,000 21,000 15,070 38,220 111,410
  per cent distribution 33.2 19.0 13.5 34.3 100.0
number 1000, Hungary 848 288 532 488 2,156
  per cent distribution 39.3 13.4 24.7 22.6 100.0

Source: The European Observatory of SMEs, Fifth Annual Report 1997, p. 14 and calculations
by Ipargazdasági Kutató és Tanácsadó Kft., based on data from the Economy Analyses and
Information Technology Institute of the Central Statistical Office (from HU 1999b).

7KHVH�GDWD�DQG�WKH�WUHQGV�WKH\�VXJJHVW�PXVW�EH�WUHDWHG�ZLWK�FDXWLRQ��)LUVW��QRW�DOO�60(V
DUH�SULYDWH� LQ� WKH� WUXH�VHQVH�RI� WKH�ZRUG��6LQFH� WKH�HDUO\�����V� WKH�+XQJDULDQ�&HQWUDO
6WDWLVWLFDO�2IILFH� GRHV� QRW� UHSRUW� WKH� RZQHUVKLS� VWUXFWXUH� RI� WKH� HFRQRP\����2QH� FDQ
LQIHU�ZLWK� UHDVRQDEOH� FHUWDLQW\� WKDW� QHDUO\� DOO� VROH�SURSULHWRUVKLSV� �HJ\pQL� YiOODONR]iV�
DUH�SULYDWH� LQ� WKH� IXOO� VHQVH�RI� WKH�ZRUG��3DUWQHUVKLSV� �WiUVDV� YiOODONR]iV�� DQG� OLPLWHG
SDUWQHUVKLS� �EHWpWL� WiUVDViJ�� DSSDUHQWO\� KDYH� FOHDUO\� GRPLQDWLQJ� SULYDWH� RZQHUV� �/DNL
���������DQG�UHIHUHQFHV���2WKHU�IRUPV�RI�HQWHUSULVH�VXFK�DV�OLPLWHG�OLDELOLW\�FRPSDQLHV
�NRUOiWROW�IHOHO|VVpJ��WiUVDViJ��DQG�QRQ�SURILW�LQVWLWXWLRQV��QRQSURILW�V]HUYH]HW��XVXDOO\
KDYH� PL[HG� RZQHUVKLS� VWUXFWXUH� LQYROYLQJ� SULYDWH�� VWDWH�� ORFDO� FRXQFLO� DQG� IRUHLJQ
RZQHUVKLS��7DEOH���GHSLFWV�WKH�HPSOR\PHQW�VWUXFWXUH�DFFRUGLQJ�WR�W\SH�RI�HQWHUSULVH�

������������������������������������������������
�� 7KH� +XQJDULDQ� &HQWUDO� 6WDWLVWLFDO� 2IILFH� LQWURGXFHG� D� QHZ� VSHFLILFDWLRQ� RI� HFRQRPLF� RUJDQL]DWLRQ
VWDUWLQJ�IURP�������7KLV�FODVVLILFDWLRQ�LGHQWLILHV�WKUHH�EURDG�JURXSV�RI�HQWHUSULVHV��FRPSDQLHV��EXGJHWDU\
LQVWLWXWLRQV��DQG�QRQ�SURILW�RUJDQL]DWLRQV��$OVR��OHJDO�DQG�QRQ�OHJDO�HQWLWLHV�DUH�GLVWLQJXLVKHG�
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TABLE 4

EMPLOYMENT BY TYPE OF ENTERPRISE

1992 1993 1994 1995 95/92

Government institution (Költségvetési szerv) 15.7 17.4 20.7 22.8 1.46
State-owned enterprise 33.2 21.8 10.0 8.5 0.24
Municipality-owned enterprise (önkormányzati vállalat) 4.8 5.4 4.4 3.7 0.75
Traditional co-operative 7.4 5.9 5.0 3.7 0.44
State-owned corporation (állami tulajdonú gazdasági
társaság)

7.1 11.8 14.0 12.1 1.71

Partially privately owned corporation 8.6 10.8 13.3 11.9 1.38
Privately owned corporation 13.9 17.0 21.2 24.7 1.83
Sole proprietorship (Magán vállalkozás) 9.5 9.9 11.5 12.5 1.33
Total 100.0 100.0 100.0 100.0 ---

Source: MHP 1996: 15 (quoted in M. Laki 1998: 79). Data for March of each year.

$�VHFRQG�UHDVRQ�IRU�FDXWLRQ�LV�WKDW�QRW�DOO�UHJLVWHUHG�HQWHUSULVHV�DUH�DFWLYH��VHH�7DEOH����
7KHUH�DUH�YDULRXV�UHDVRQV�IRU�IDNH�UHJLVWUDWLRQ��LQFOXGLQJ�WD[�HYDVLRQ���RU�DYRLGDQFH�DQG
WKH� DLP� RI� REWDLQLQJ� FKHDSHU� FUHGLW�� )DNH� UHJLVWUDWLRQ� LV� RIWHQ� GXH� WR� SUHFDXWLRQDU\
PRWLYHV� ZKHUHE\� SURVSHFWLYH� HQWUHSUHQHXUV� UHJLVWHU� WKHLU� EXVLQHVV� IHDULQJ� IXWXUH
UHVWULFWLYH�OHJLVODWLRQ�RU�UHJXODWLRQ��,W�PD\�VLPSO\�DOVR�UHIOHFW�IDLOXUH�WR�UHJLVWHU�WKH�GHDWK
RI�D�EDQNUXSW�EXVLQHVV��*LYHQ�WKLV�FRPSOH[�RI�PRWLYDWLRQV��RQH�VKRXOG�H[SHFW�WKDW�IDNH
UHJLVWUDWLRQ�LV�KLJKHU�IRU�VPDOO�SULYDWH�EXVLQHVVHV��DV�LQGHHG�LV��$FFRUGLQJ�WR�WKH�&HQWUDO
6WDWLVWLFDO� 2IILFH� GDWD�� QHDUO\� RQH� RXW� RI� WKUHH� VPDOO� SULYDWH� EXVLQHVVHV� �VROH
SURSULHWRUVKLS��LV�UHJLVWHUHG�EXW�QRW�DFWLYH�DQG�WKLV�VKDUH�KDV�EHHQ�VWDEOH�GXULQJ�WKH�ODVW
IHZ�\HDUV��$�VLPLODU�SURSRUWLRQ�H[LVWV�IRU�FR�RSHUDWLYHV��7KH�FRUUHVSRQGHQW�SURSRUWLRQ
IRU�DOO� W\SHV�RI�HQWHUSULVHV� LV�QHDUO\�RQH�RXW�RI� IRXU��)RU�DOO�RWKHU� IRUPV�RI�HQWHUSULVHV
�H[FOXGLQJ� WKH� VWDWH�� QRQ�SURILW� RUJDQL]DWLRQV� DQG� WKRVH� LQYROYLQJ� HPSOR\HHV
SDUWLFLSDWLRQ��� WKH� VKDUH� LV� RQH� LQ� VL[� RU� OHVV����$V� D� FRQVHTXHQFH�� WKH� VKDUH� RI� VPDOO
EXVLQHVVHV�LQ�RYHUDOO�HPSOR\PHQW�LV�ORZHU�WKDQ�RQH�ZRXOG�H[SHFW�IURP�ORRNLQJ�DW�WKHLU
LPSUHVVLYH�QXPEHU��2QH�VKRXOG�DOVR�QRWLFH�WKDW�WKH�QXPEHU�RI�VROH�SURSULHWRUVKLSV��E\
IDU� WKH�PDLQ� FRPSRQHQW�E\�QXPEHU�RI�60(V��GHFUHDVHG�E\� DOPRVW����SHU� FHQW� �RU�E\
�������XQLWV��EHWZHHQ������DQG������GXH�WR�PRUH�UHVWULFWLYH�UHJXODWLRQV�

������������������������������������������������
�� $FFRUGLQJ�WR�WKH�VHPL�RIILFLDO�MRXUQDO�7KH�+XQJDULDQ�(FRQRP\�� 
$�JUHDW�QXPEHU�RI�VPDOO�HQWHUSULVHV
ZHUH�VHW�XS�ZLWK�WKH�EDVLF�DLP�RI�WD[�HYDVLRQ�DQG�QRW�ZLWK�WKH�DLP�RI�GRLQJ�EXVLQHVV��,Q�DOO�SUREDELOLW\�WKH
VSHFWDFXODU�LQFUHDVH�RI�WKHLU�QXPEHU�LV�DWWULEXWDEOH�WR�WKLV�
�+8�����D�

�� %DVHG�RQ�GDWD�IURP�KWWS���ZZZ�NVK�KX��6HH�DOVR�.),����������7KLV�VKDUH�LV�VXEVWDQWLDOO\�ORZHU�WKDQ�LQ
PRVW� WUDQVLWLRQ� FRXQWULHV�� ,Q� WKH� &]HFK� 5HSXEOLF� WKH� VKDUH� RI� DFWLYH� 60(V� LV� D� EDUH� ��� SHU� FHQW� RI
UHJLVWHUHG�RQHV��SHUVRQDO�LQIRUPDWLRQ�UHFHLYHG�DW�WKH�0LQLVWU\�RI�WKH�(FRQRP\��
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TABLE 5

RATE OF ACTIVE ENTERPRISES

(ACTIVE ENTERPRISES AS PERCENTAGE OF REGISTERED ENTERPRISES)

31.12.1998 31.12.1999

Corporation with legal entity 83,9 84,4
  Of which:   limited liability company 84,9 85,1
                   co-operative 68,9 71,9
Partnership and unincorporated enterprise 85,8 87,3
  Of which:   limited partnership 86,8 88,2
Partnership 86,0
Sole proprietorship 70,7 70,8
Corporation and unincorporated enterprise, total 75,9 76,4
Government and social security organizations 100,0 100,0
Non-profit organizations 100,0 100,0
ECP-organizations* 100,0 100,0
Total 77,5 78,1

Source: Elaboration on data of Hungarian Central Statistical Office (http://www.ksh.hu).

Note: * ECP is Employee co-sharing programme (or Munkavállalai Résztulajdonosi Program).

$� WKLUG� JURXQG� IRU� FDXWLRQ� LV� JLYHQ� E\� FRPSDULQJ�+XQJDULDQ� GDWD�ZLWK� (8� GDWD� �VHH
7DEOH�����,W�LV�QRW�HDV\�WR�LQWHUSUHW�WKHVH�GDWD�ZLWKRXW�DGGLWLRQDO�LQIRUPDWLRQ��+RZHYHU�
LI�RQH�ORRNV�DW�WKH�GLYHUJLQJ�SDWWHUQ�RI�GLIIHUHQW�FRPSDUDWLYH�UDWLRV��VXFK�GDWD�DULVH�WKH
GRXEW�RI�GLYHUJLQJ�FRPSOLDQFH�DQG�EHKDYLRXU�RI�GLIIHUHQW�VL]H�HQWHUSULVHV�FRPSDUHG�WR
WKDW�SUHYDLOLQJ�LQ�WKH�(8��LQ�SDUWLFXODU�DV�IDU�DV�YHU\�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV
DUH�FRQFHUQHG�

,Q� WKH� ODERXU� PDUNHW�� PLFUR� DQG� VPDOO� HQWHUSULVHV� ZHUH� IRU� \HDUV� WKH� PRVW� G\QDPLF
FRPSRQHQW�� LQGHHG� WKH� RQO\� W\SH� RI� HQWHUSULVHV� WKDW� LQFUHDVHG� HPSOR\PHQW�� %HWZHHQ
����� DQG� ����� WKH\� WRJHWKHU� ZHUH� DEOH� WR� FRXQWHUEDODQFH� WKH� ORVV� RI� HPSOR\PHQW� LQ
PHGLXP�VL]HG� DQG� ODUJH� HQWHUSULVHV� �WKH� ODWWHU� DORQH� ORVW� DOPRVW� �������� MREV�� ZKLOH
PHGLXP�VL]HG� HQWHUSULVHV� ORVW� PRUH� WKDQ� ��������� +RZHYHU�� WKH\� ORVW� PRPHQWXP� LQ
�����DQG�HYHQ�PRUH�VR�LQ������� LQ� WKH� IRUPHU�\HDU� WKH\� MRLQWO\�FUHDWHG�DOPRVW�������
MREV�� EXW� PHGLXP�VL]HG� DQG� ODUJH� HQWHUSULVHV� ORVW� MRLQWO\� PRUH� WKDQ� �������� MREV�� ,Q
����� DOO� W\SHV� RI� HQWHUSULVHV� LQFUHDVHG� HPSOR\PHQW�� EXW� WKH� ILQDO� RXWFRPH� ��������
MREV��ZDV� WKH� UHVXOW�RI� WKH�DFKLHYHPHQWV�RI� WKH� ODUJH�HQWHUSULVHV� �DOPRVW����������DQG
PLFUR�HQWHUSULVHV��DOPRVW�������������,Q������ODUJH�HQWHUSULVHV� ORVW�DJDLQ�HPSOR\PHQW
�E\� DOPRVW� ���������0LFUR�HQWHUSULVHV� FRQWLQXHG� WR� ORRVH� HQHUJ\� �DOWKRXJK� LQFUHDVLQJ

������������������������������������������������
�� .),����������������.),��������������&I��DOVR�7��/DN\������DQG�.iOPiQ�������7KHVH�GDWD�DUH�EDVHG
RQ�WD[�GHFODUDWLRQV�DQG�H[FOXGH�SXEOLF�VHFWRU�HPSOR\HHV��7KLV�OHDGV�WR�VRPH�GRXEWV�DERXW�WKH�UHOLDELOLW\�RI
GDWD��LQ�SDUWLFXODU�IRU�WKH�VPDOOHU�HQWHUSULVHV�ZKHUH�LUUHJXODU�HPSOR\PHQW�LV�ZLGHVSUHDG��.),�DQG�&62�VHW
WKH� XSSHU� OLPLW� RI� PHGLXP�VL]HG� HQWHUSULVHV� DW� ���� HPSOR\HHV�� ZKLOH� NHHSLQJ� WKH� RWKHU� FDWHJRULHV� DV
GHILQHG�E\�(XURVWDW�� 7KH� QHZ�$FW� RQ� 60(V� �LPSOHPHQWHG� VLQFH� �� -DQXDU\� ������ IXOO\� DGRSWV�(8� VL]H
FDWHJRULHV�
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TABLE 6

COMPARATIVE DATA ON THE NON-PRIMARY PRIVATE SMALL- AND

MEDIUM-SIZED ENTERPRISES IN THE EU AND HUNGARY IN 1996

Name/
Relation

Micro
(0-9)

Small
(10-49)

Medium
(50-249)

All SMEs
(0-249)

Large
(>250)

Total

Average size (persons)
EU 2 20 90 4 1,035 6
Hun 1.4 19.6 128 2.6 825 3.4
Hun 1998 2 23 111 .. 867 5

Turnover/venture (ECU million)
EU 0.2 3.0 16.0 0.5 175.0 0.8
Hun 0.04 0.55 3.39 0.07 55.07 0.12
Hun 1998 0.04 0.95 3.92 .. 42.80 0.16

Value added/person (ECU 1,000/person)
EU 30 40 50 35 55 40
Hun 6.24 5.3 5.8 5.9 15.3 8.0
Hun 1998 2.5 6.1 7.3 .. 11.0 6.5

Labour cost as a per cent of value added
EU 38 63 60 52 53 53
Hun 60.75 66.73 79.23 67.41 42.08 56.51
Hun 1998 83 81 80 .. 84 82

Average size
Hun/EU 0.70 0.98 1.42 0.65 0.80 0.57
H1998/EU1996 0.87 1.13 1.23 .. 0.84 0.77

Turnover/enterprise
Hun/EU 0.21 0.18 0.21 0.15 0.32 0.16
H1998/EU1996 0.19 0.32 0.24 .. 0.24 0.20

Value added/person
Hun/EU 0.21 0.13 0.12 0.17 0.28 0.20
H1998/EU1996 0.08 0.15 0.15 .. 0.20 0.16

Labour cost/value added
Hun/EU 1.60 1.06 1.32 1.30 0.79 1.07
H1998/EU1996 2.18 1.29 1.33 .. 1.58 1.55

Source: The European Observatory of SMEs, Fifth Annual Report 1997, p. 14. For Hungary,
calculations by Ipargazdasági Kutató és Tanácsadó Kft., based on data from the Economic
Analyses and Information Technology Institute of the Central Statistical Office (from HU 1999b).
Data for Hungary 1998 are from KFI 1999: 21

Note: Data are only for the private economy, excluding forestry and fishing. Data refer to 1996
unless specified.

HPSOR\PHQW�E\�PRUH� WKDQ����������0HGLXP�VL]HG�HQWHUSULVHV� �PRUH� WKDQ��������� DQG
SDUWLFXODUO\� VPDOO� RQHV� ���������� EHFDPH� WKH� PRVW� G\QDPLF� FRPSRQHQWV�� +RZHYHU�
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RYHUDOO�HPSOR\PHQW�EDODQFH�EHFDPH�QHJDWLYH�DJDLQ�����������7KLV�WUHQG�ZDV�UHYHUVHG�LQ
������ZKHQ� HPSOR\PHQW� LQFUHDVHG� E\�PRUH� WKDQ� ������� XQLWV�� LQ� VSLWH� RI� FRQWLQXLQJ
GHFUHDVH�RI�HPSOR\PHQW�LQ�ODUJH�HQWHUSULVHV��E\�PRUH�WKDQ����������7KH�ODWWHU�ZDV�HDVLO\
FRPSHQVDWHG�E\�WKH�FRQWLQXLQJ�G\QDPLVP�RI�PHGLXP�VL]HG�HQWHUSULVHV��WKH�XSVZLQJ�RI
PLFUR�RQHV�DQG�IDLU�SHUIRUPDQFH�RI�VPDOO�HQWHUSULVHV�

(PSOR\PHQW�LQ�GLIIHUHQW�VL]H�HQWHUSULVHV�LV�VKRZQ�LQ�7DEOH���EHORZ�

TABLE 7

NUMBER AND DISTRIBUTION OF EMPLOYED BY ENTERPRISE SIZE

Employed (000) Distribution (per cent)

1994 1995 1996 1997 1998 1994 1995 1996 1997 1998
Micro 871 957 989 1,009 1,058 30.4 34.6 34.7 35.5 36.3
Small 355 363 372 403 429 12.4 13.1 13.1 14.2 14.7
Medium-size 555 525 528 536 556 19.4 19.0 18.5 18.9 19.1
Large 1,086 918 959 893 867 37.9 33.2 33.7 31.4 29.8
Total 2,867 2,764 2,848 2,841 2,909 100.0 100.0 100.0 100.0 100.0

Source: KFI 1999: 84. The data originate from tax declarations.

/RRNLQJ� DW� WKH� RZQHUVKLS� VWUXFWXUH� RI� UHJLVWHUHG� FDSLWDO� LQ� GRXEOH�HQWU\� DQG� VLPSOH
ERRN�NHHSLQJ�HQWHUSULVHV��LW�LV�LQWHUHVWLQJ�WR�QRWLFH�WKDW��VHH�7DEOH����

�D� WKH� UROH� RI� IRUHLJQ� FDSLWDO� KDV� EHHQ� RU� LV� IXQGDPHQWDO� HYHQ� IRU� DQG� PLFUR�
HQWHUSULVHV�DQG�WKRVH�ZLWKRXW�HPSOR\HHV�

�E� WKH� UROH� RI� WKH� VWDWH� KDV� EHHQ� IRUFHIXOO\� GHFUHDVLQJ� LQ� DOO� VL]H� FDWHJRU\� RI
HQWHUSULVHV� LQ� URXJKO\� WKH� VDPH� SURSRUWLRQ� LQ� DOO� FDWHJRULHV� �LQ� ����� LW� ZDV
DSSUR[LPDWHO\� RQH� IRXUWK� LWV� ����� OHYHO��� EXW� SURSRUWLRQDOO\� PXFK� PRUH� LQ
HQWHUSULVHV�ZLWKRXW�HPSOR\HHV�

�F� WKH�PRVW� G\QDPLF� FRPSRQHQW� KDV� EHHQ� IRUHLJQ� FDSLWDO�� WKDW� JUHDWO\� LQFUHDVHG� LWV
UROH� LQ� DOO� VL]H� FDWHJRULHV�� UHDFKLQJ� RQ� DYHUDJH� ����� SHU� FHQW� RI� DOO� UHJLVWHUHG
FDSLWDO� LQ� WKH� FRXQWU\� E\� ������ D� VLPLODU� WUHQG� FDQ� EH� REVHUYHG� IRU� GRPHVWLF
FRPSDQLHV� �GRPHVWLF�FDSLWDO� LQ�FRPSDQ\� IRUP��� WKDW�GUDPDWLFDOO\� LQFUHDVHG� WKHLU
SUHVHQFH�LQ�DOO�VL]H�FDWHJRULHV��EXW�PRVW�G\QDPLFDOO\�LQ�PLFURHQWHUSULVHV�

�G� LQGLYLGXDO� RZQHUV� VOLJKWO\� LQFUHDVHG� WKHLU� VKDUH�� EXW� WKLV� LV� WKH� UHVXOW� RI� DQ
LPSURYHPHQW�LQ�WKH�JURXS�RI�VPDOO�HQWHUSULVHV�DQG�PHGLXP�VL]H�HQWHUSULVHV�DQG�D
UHODWLYH�ORVV�LQ�WKH�UHPDLQLQJ�FDWHJRULHV�
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TABLE 8

CHANGES IN OWNERSHIP STRUCTURE OF COMPANIES WITH DOUBLE ENTRY

AND SIMPLIFIED BOOK-KEEPING BY SIZE, 1992-98

Domestic Private
persons

Foreign State

1992 1995 1998 1992 1995 1998 1992 1995 1998
Without employees 25,1 19,2 11,4 21,6 32,0 34,6 25,1 3,1 1,0
Micro-enterprises 36,6 33,1 32,2 22,8 26,7 26,5 18,9 8,4 3,0
Small enterprises 20,3 26,0 23,1 20,6 26,1 30,0 29,5 10,3 4,5
Medium enterprises 17,3 21,0 16,7 15,2 33,2 39,2 28,8 13,7 9,2
Large enterprises 3,6 2,9 3,0 6,0 26,8 42,3 71,7 44,7 21,6
Total 10,3 12,0 11,7 10,6 28,3 37,9 55,3 29,8 13,2

Source: KFI 1998, KFI 1999: 87. The data originate from tax declarations.

7DEOH� �� VKRZV� WZR� LPSRUWDQW� IHDWXUHV� RI� +XQJDULDQ� VPDOO� HQWHUSULVHV�� �D�� WKHLU
XQGHUFDSLWDOL]DWLRQ��DQG��E��WKH�JUHDW�UROH�RI�WKH�LUUHJXODU�HFRQRP\��$OWKRXJK�WKH�VKDUH
RI�RZQ�FDSLWDO�RI�VPDOO�HQWHUSULVHV�LQ�WRWDO�RZQ�FDSLWDO�KDV�EHHQ�VOLJKWO\�LQFUHDVLQJ��LW�LV
DOPRVW�LUUHOHYDQW�FRPSDUHG�WR�WKH�VPDOO�HQWHUSULVH�FRQWULEXWLRQ�WR�*'3�DQG�HYHQ�PRUH
VR� WR� HPSOR\PHQW�� $� FOHDU� FRQILUPDWLRQ� RI� XQGHUFDSLWDOL]DWLRQ� LV� WKDW� WKH� UDWLR� RI
UHJLVWHUHG� FDSLWDO� WR� RZQ� FDSLWDO� KDV� EHHQ� FRQWLQXRXVO\� GHFUHDVLQJ� RYHU� WKH� ����V� IRU
VROH�SURSULHWRUVKLSV�DQG�EHFDPH� OHVV� WKDQ�RQH� ������ LQ������DQG��������$V� WR�PLFUR��
VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV��WKH�UDWLR�LV�JUHDWHU�WKDQ�RQH�DQG�LQFUHDVLQJ��\HW�LW�LV
VXEVWDQWLDOO\�ORZHU�WKDQ�LQ�WKH�FDVH�RI� ODUJH�HQWHUSULVHV��6HFRQG�� WKH�&HQWUDO�6WDWLVWLFDO
2IILFH� KDV� DOVR� FDOFXODWHG� WKH� HQWHUSULVH� FRQWULEXWLRQ� WR� *'3� IURP� WKH� RXWSXW� VLGH�
FROOHFWLQJ�GDWD� WKDW�SHUPLW�DGMXVWPHQW�RI� WKH� ILVFDO� VLGH�GDWD�RQ� WKH� LUUHJXODU�HFRQRP\
�'DOODJR��������7KH�FRUUHFWLRQ�FRQVLGHUV�WZR�HOHPHQWV�ERWK�WKDW�DUH�UHOHYDQW�SULPDULO\
IRU�WKH�VPDOOHVW�HQWHUSULVHV��D�SDUW�RI�SURGXFWLYH�FDSLWDO�LV�DFWXDOO\�XVHG�IRU�FRQVXPSWLRQ
DQG�SDUW�RI�WKH�LQFRPH�SURGXFHG�UHPDLQV�XQGHFODUHG��%RWK�LWHPV�LQFUHDVH�DFWXDO�LQFRPH
FRPSDUHG� WR� WKH� GHFODUHG� RQH� ±� D� FRQFOXVLRQ� WKDW� LV� VXSSRUWHG� DV� ZHOO� E\� GDWD� RQ
WXUQRYHU� UHSRUWHG� LQ� 7DEOH� ���� )XUWKHU� HYLGHQFH� RI� WD[� HYDVLRQ� LV� WKDW� WKH� QXPEHU� RI
HQWHUSULVHV�WKDW�WKH�&62�FRQVLGHUV�DV�EHLQJ�DFWLYH�LV����SHU�FHQW�JUHDWHU�WKDQ�WKH�QXPEHU
RI�WKRVH�HQWHUSULVHV�WKDW�SD\�WD[HV��.),�����������

7XUQRYHU�GDWD�VXSSRUW� WKH�YLHZ�RI� WKH�ZHDN�SHUIRUPDQFH�RI� VPDOOHU�HQWHUSULVHV� LQ� WKH
ODVW�KDOI�RI�WKH�����V��VHH�7DEOH������8QWLO������WKH�QHW�WXUQRYHU�RI�60(V�±�LQ�SDUWLFXODU
PLFUR�� DQG� VPDOO� HQWHUSULVHV� ±� LQFUHDVHG� YHU\� G\QDPLFDOO\�� 7KH� ODWWHU� ZKLOH� WKH� QHW
WXUQRYHU�RI�ODUJH�HQWHUSULVHV�GHFUHDVHG��+RZHYHU��DIWHU������VPDOOHU�HQWHUSULVH��ZLWKRXW
HPSOR\HHV� DQG�PLFUR�HQWHUSULVHV�� JURZWK� VORZHG� GRZQ� DQG� WKHLU� VKDUH� RYHU� WRWDO� QHW
WXUQRYHU� �H[FOXGLQJ� WKH� SXEOLF� VHFWRU�� GHFUHDVHG� VXEVWDQWLDOO\� �IURP� ����� SHU� FHQW� LQ
����� WR� ����� SHU� FHQW� LQ� ����� DQG� WR� ����� SHU� FHQW� LQ� ��������� /DUJH� HQWHUSULVHV
IRUFHIXOO\�LQFUHDVHG�WKHLU�QHW�WXUQRYHU��LQ�SDUWLFXODU�VLQFH�������VR�WKDW�LQ�WKH�IROORZLQJ
\HDU�WKH�VWUXFWXUH�RI�WRWDO�QHW�WXUQRYHU�FKDQJHG�WR�WKHLU�DGYDQWDJH��IURP������SHU�FHQW�LQ
����� WR������SHU� FHQW� LQ�������� 6PDOO� HQWHUSULVHV� DOVR� H[SHULHQFHG� D� G\QDPLF� JURZWK

������������������������������������������������
�� 7KHVH�VKDUHV�DUH�FDOFXODWHG�RQ�GDWD�RI�.),����������



��

TABLE 9

DISTRIBUTION OF OWN CAPITAL AND CONTRIBUTION TO GDP OF HUNGARIAN ENTERPRISES,

1992-98

Distribution of own capital

from tax declarations

Contribution to GDP from

tax declarations

Contribution to GDP,

corrected by CSO

methodology

1992 1994 1996 1998 1992 1994 1996 1998 1992 1994 1996 1998

Without employees 5,0 6,9 6,1 7,0 5,9 4,4 4,1 3,3 19,3 20,4 21,0 *
Micro enterprises 4,0 4,8 6,6 8,7 10,0 9,0 10,6 10,9 6,2 6,2 10,6 23,9

Small enterprises 6,2 7,2 8,7 10,6 10,6 14,1 13,4 13,8 9,4 11,9 10,7 11,5

Medium enterprises 16,5 17,0 18,3 18,3 16,2 21,9 21,7 21,5 14,3 18,6 17,4 19,4

Large enterprises 68,2 64,1 60,3 55,3 57,3 50,5 50,3 50,4 50,8 42,8 40,3 45,2

Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Source: KFI 1998, pp. 118-121; KFI 1999: 88-92.

Note: * together with micro-enterprises.

WKDW� LQFUHDVHG� WKHLU� VKDUH�RI� WRWDO�QHW� WXUQRYHU� IURP������SHU� FHQW� LQ������ WR������SHU
FHQW�LQ�������7KH�SHUIRUPDQFH�RI�PHGLXP�VL]H�HQWHUSULVHV�VWDJQDWHG�EHORZ����SHU�FHQW�

7KH�VLJQLILFDQFH�RI�WKHVH�GDWD�LV�GHFUHDVHG�E\�WKH�IDFW�WKDW�GDWD�DW�FRPSDUDEOH�SULFHV�IRU
DOO�VL]H�JURXSV�ZHUH�DSSDUHQWO\�FDOFXODWHG�E\�XWLOL]LQJ�WKH�RIILFLDO�LQIODWLRQ�UDWH�REWDLQHG
IRU�WKH�HQWLUH�HFRQRP\�DQG�E\�WKH�GXELRXV�UHOLDELOLW\�RI�GDWD�EDVHG�RQ�WD[�UHWXUQV����7KH
GLYHUJHQW� GHYHORSPHQW� RI� SHUIRUPDQFH� LV� H[SODLQHG� E\� WKH� UHYLYDO� RI� WKH� +XQJDULDQ
HFRQRP\� DQG� E\� WKH� IDFW� WKDW� OHVV� HIILFLHQW�� VWDWH�RZQHG� HQWHUSULVHV� ZHUH� SULYDWL]HG
DQG�RU� UHVWUXFWXUHG��$W� WKH� VDPH� WLPH�� VPDOOHU� HQWHUSULVHV� H[SHULHQFHG� WKH� GLIILFXOWLHV
DOUHDG\� GLVFXVVHG�� 7KLV� FRQFOXVLRQ� VXSSRUWV� WKH� YLHZ� WKDW� WKH� JUHDW� DFKLHYHPHQW� RI
VPDOOHU� HQWHUSULVHV� LV� HQWLUHO\� WKH� RXWFRPH� RI� WKHLU� LQFUHDVH� LQ� QXPEHU�� ZKLOH
SURGXFWLYLW\� DQG� LQGLYLGXDO� VL]H� VWDJQDWHG�� +RZHYHU�� WKH� VLWXDWLRQ� LV� KLJKO\
GLIIHUHQWLDWHG�E\�EUDQFKHV��VHH�7DEOH������,Q�IDFW��LQ�VRPH�EUDQFKHV�VPDOOHU�HQWHUSULVHV
DUH�GHFLVLYH�ERWK�IRU�WKHLU�QXPEHU�DQG�SHUIRUPDQFH��H�J��KHDOWKFDUH�DQG�VRFLDO�VHUYLFHV�
HGXFDWLRQ��UHDO�HVWDWH��WUDGH��FRQVWUXFWLRQ��ILVKLQJ��SHUVRQDO�VHUYLFHV�±�DOO�EUDQFKHV�ZHUH
VPDOO� HQWHUSULVHV� JHQHUDWH� PRUH� WKDQ� KDOI� WKH� WRWDO� QHW� EUDQFK� WXUQRYHU��� ,Q� RWKHU
EUDQFKHV�WKHLU�SHUIRUPDQFH�LV�VWLOO�VXEVWDQWLDOO\�EHORZ�:HVWHUQ�(XURSHDQ�DYHUDJH��H�J�
PDQXIDFWXULQJ��� 0HGLXP�VL]H� HQWHUSULVHV� KDYH� UHOHYDQW� ZHLJKW� SDUWLFXODUO\� LQ
DJULFXOWXUH��FRQVWUXFWLRQ��WUDGH��UHDO�HVWDWH��ILQDQFLDO�LQWHUPHGLDWLRQ�

������������������������������������������������
�� -XVW�WR�JLYH�RQH�H[DPSOH��WXUQRYHU�RI�VROH�SURSULHWRUVKLSV�±�WKDW�LQFOXGH�HQWHUSULVHV�RI�GLIIHUHQW�VL]H�
DOWKRXJK� PRVWO\� VPDOO� DQG� DFFRXQWLQJ� IRU� VRPH� �������� HPSOR\HHV� �LQFOXGLQJ� RZQHUV�� LQ� ����� ±
UHJLVWHUHG� DQ� DVWRQLVKLQJ� LQFUHDVH� RI� ��� SHU� FHQW� LQ� ������ 7KLV� ZDV� GXH� WR� WKH� LQWURGXFWLRQ� RI� WKH
FRPSXOVRU\�PLQLPXP�VDOHV�UHYHQXH�LQ�WKDW�\HDU��+RZHYHU��LQ������VDOHV�UHYHQXH�DEUXSWO\�GHFUHDVHG�E\���
SHU�FHQW��.),����������
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TABLE 10

DISTRIBUTION OF NET TURNOVER OF ENTERPRISES BY SIZE CATEGORY AND GROWTH

(AT COMPARABLE PRICES)

per cent previous year = 100

1994 1995 1996 1997 1998 1994 1995 1996 1997 1998

Without employees 7.1 6.3 6.5 5.5 4.6 100.0 90.0 104.6 92.4 90.4

Micro enterprises 19.6 20.4 19.6 19.2 19.1 100.0 105.3 97.9 108.0 106.9

Small enterprises 16.8 17.4 18.0 17.8 18.5 100.0 104.4 105.5 108.7 112.1

Medium enterprises 19.5 19.5 19.8 19.5 19.7 100.0 101.4 103.4 107.9 109.0

Large enterprises 37.0 36.4 36.2 38.0 38.2 100.0 99.7 101.3 115.5 108.2

Total 100.0 100.0 100.0 100.0 100.0 100.0 101.3 101.9 109.8 107.8

Source: KFI 1999, pp. 92 & 93. Data based on tax returns.

([SRUW�GDWD�DOVR�VKRZ�WKH�GXDOLVP�RI�+XQJDULDQ�LQGXVWULDO�VWUXFWXUH��$FFRUGLQJ�WR�GDWD
EDVHG� RQ� WD[� VWDWHPHQWV�� D� UDSLGO\� LQFUHDVLQJ� VKDUH� RI� H[SRUWV� LV� E\� ODUJH� HQWHUSULVHV�
7KLV� ZDV� ����� SHU� FHQW� RI� RYHUDOO� H[SRUWV� LQ� ������ XS� IURP� ����� SHU� FHQW� LQ� �����
0HGLXP�VL]HG�HQWHUSULVHV�VXSSOLHG�������SHU�FHQW�RI�WKH�WRWDO�XQWLO�������7KH�VKDUH�RI
VPDOO�HQWHUSULVHV�IHOO�EHORZ����SHU�FHQW������SHU�FHQW�LQ�������IURP�D�KLJK������SHU�FHQW
LQ�������DQG�WKDW�RI�PLFUR�HQWHUSULVHV�GHFUHDVHG�IURP������SHU�FHQW� LQ������WR�����SHU
FHQW�LQ�������7KHVH�VWUXFWXUDO�FKDQJHV�WRRN�SODFH�DPLGVW�IRUFHIXOO\�H[SDQGLQJ�H[SRUWV�
$V� D� FRQVHTXHQFH�� DQG� LQ� VSLWH� RI� GHFOLQLQJ� VKDUHV�� WKH� DEVROXWH� YDOXH� RI� H[SRUWV
LQFUHDVHG�IRU�DOO�VL]H�FDWHJRULHV��&RPSDUHG�WR������DW�FRQVWDQW�SULFHV�+XQJDULDQ�H[SRUWV
GRXEOHG�DQG�WKRVH�RI�ODUJH�FRPSDQLHV�LQFUHDVHG�E\������WLPHV��+RZHYHU��HYHQ�H[SRUWV
RI� PLFUR�HQWHUSULVHV� LQFUHDVHG� E\� ��� SHU� FHQW� DQG� WKRVH� RI� VPDOO� DQG� PHGLXP�VL]H
HQWHUSULVHV� LQFUHDVHG� UHVSHFWLYHO\�E\����SHU� FHQW� DQG� ��� SHU� FHQW��7KH� RQO\� H[FHSWLRQ
ZHUH�HQWHUSULVHV�ZLWKRXW�HPSOR\HHV��WKDW�GHFUHDVHG�H[SRUWV�E\�RQH�IRXUWK�DQG�WKHLU�VKDUH
IURP�����SHU�FHQW��DQG�IURP�����SHU�FHQW�LQ�������WR�����SHU�FHQW��&RPSDUHG�WR�WKHLU�QHW
WXUQRYHU��ODUJH�HQWHUSULVHV�DOVR�VKRZ�WKH�ODUJHVW�DQG�UDSLGO\�LQFUHDVLQJ�VKDUH��0HGLXP�
VL]HG� HQWHUSULVHV� IROORZ� ZLWK� D� VLPLODU� SDWWHUQ�� DOWKRXJK� ZLWK� D� VRPHZKDW� VRIWHQHG
G\QDPLFV�DQG�VXEVWDQWLDO�VWDJQDWLRQ�LQ������DQG�������$PRQJ�VPDOOHU�HQWHUSULVHV��WKRVH
ZLWKRXW� HPSOR\HHV� DSSHDUHG�PRUH� G\QDPLF� WKDQ� WKH� RWKHUV� XQWLO� ������ EXW� WKHQ� WKHLU
VLWXDWLRQ�FKDQJHG�DEUXSWO\��7KHVH�GDWD�DUH�SUHVHQWHG�LQ�7DEOH����

+RZHYHU�� WKH� GDWD� LQ�7DEOH� ��� GHULYH�PRUH� IURP� GLIIHUHQFHV� LQ� WKH� RYHUDOO�ZHLJKW� RI
LQGLYLGXDO� VL]H�FDWHJRULHV� WKDQ� IURP�GLIIHUHQW� SURSHQVLW\� WR� H[SRUW�� DOWKRXJK�G\QDPLFV
FRXOG�ZHOO�EH�GLYHUJHQW�IRU�GLIIHUHQW�VL]H�FDWHJRULHV��,Q�IDFW��DFFRUGLQJ�WR�D�VXUYH\��WKH
GLIIHUHQFH�LQ�H[SRUW�SURSHQVLW\�LV�PRUH�ZLWKLQ�HDFK�VL]H�FDWHJRU\�WKDQ�DPRQJ�GLIIHUHQW
FDWHJRULHV�� ,QGHHG�� RQH� WKLUG� RI� PHGLXP�VL]HG� HQWHUSULVHV� ��������� HPSOR\HHV�� VHOO
PRUH�WKDQ�KDOI�RI�WKHLU�SURGXFWLRQ�RQ�IRUHLJQ�PDUNHWV��7KH�FRUUHVSRQGLQJ�VKDUH�LV�����
SHU� FHQW� IRU� VPDOO� HQWHUSULVHV� �XS� WR� ��� HPSOR\HHV�� DQG� ����� SHU� FHQW� IRU� ODUJH
HQWHUSULVHV� �PRUH� WKDQ� ���� HPSOR\HHV��� 7KLV� IHDWXUH� LV� VXSSOHPHQWHG� ZLWK� WKH
SUHYDOHQFH�DPRQJ�VWURQJO\�H[SRUWLQJ�ILUPV�RI�WKRVH�LQ�IRUHLJQ�RZQHUVKLS��7yWK�����D��
ZKLOH�WKH�PRVW�G\QDPLF�H[SRUWHUV��DW�OHDVW�LQ�������ZHUH�PLFUR�HQWHUSULVHV��IROORZHG�E\
ODUJH�HQWHUSULVHV��7yWK�����E��
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TABLE 11

CONTRIBUTION TO HUNGARIAN GDP AND EXPORTS BY ENTERPRISE SIZE, 1992-98

Contribution to GDP,

corrected by CSO

methodology

Exports according to tax

declarations

Exports as per cent of

turnover according to tax

declarations

1992 1994 1996 1998 1992 1994 1996 1998 1992 1994 1996 1998

Without employees 19,3 20,4 21,0 * 4,0 3,0 3,9 1,1 7,0 5,0 9,1 4,7

Micro enterprises 6,2 6,2 10,6 23,9 10,1 12,5 9,3 7,8 8,6 7,6 7,1 8,0

Small enterprises 9,4 11,9 10,7 11,5 9,6 10,9 10,8 9,7 9,7 7,7 9,1 10,3

Medium enterprises 14,3 18,6 17,4 19,4 17,7 20,3 22,2 16,5 13,1 12,4 16,9 16,3

Large enterprises 50,8 42,8 40,3 45,2 58,7 53,3 53,7 64,9 15,5 17,1 22,4 33,2

Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Source: KFI 1998, pp. 121, 124; KFI 1999: 92, 98, 99.

Note: * together with micro-enterprises.

:KLOH�RQH�VKRXOG�EH�FDUHIXO�LQ�KDQGOLQJ�WKHVH�GDWD��FRPSDULQJ�H[SRUW�GDWD�WR�*'3�GDWD
\LHOG� VRPH� LQWHUHVWLQJ�REVHUYDWLRQV��1RWLFH� WKDW� WKH� WDEOH� UHSRUWV� FRUUHFWHG�*'3� �DOVR
LQFOXGLQJ�WKH�LUUHJXODU�HFRQRP\���$OVR��ZH�FDQ�VXSSRVH�WKDW�LW�LV�PRUH�GLIILFXOW�WR�KLGH
H[SRUW�DFWLYLW\�WKDQ�SURGXFWLRQ��VR�H[SRUW�GDWD�EDVHG�RQ�WD[�GHFODUDWLRQ�DUH�PRUH�UHOLDEOH
WKDQ� QRQ�FRUUHFWHG�*'3��2Q� WKH� FRQWUDU\�� WXUQRYHU� GDWD� DUH� SUREDEO\� DV� XQUHOLDEOH� DV
QRQ�FRUUHFWHG�*'3��,W�LV�GLIILFXOW�WR�VWDWH�WKDW�ODUJH�HQWHUSULVH�GDWD�RQ�H[SRUWV�DUH�PRUH
UHOLDEOH�WKDQ�VPDOO�HQWHUSULVH�GDWD��,QGHHG��WKH�RSSRVLWH�PD\�HYHQ�RFFXU��VLQFH�LW�LV�ZHOO
NQRZQ� WKDW� WUDQVQDWLRQDO� FRPSDQLHV�PDNH�XVH�RI� WUDQVIHU� SULFHV�� DOWKRXJK� HYLGHQFH� LV
VWLOO�VFDWWHUHG��+RZHYHU��LW�LV�GLIILFXOW�WR�VD\�ZKHWKHU�WKLV�UHIHUV�PRUH�WR�ODUJH�HQWHUSULVHV
WKDQ� WR� DQ\� RWKHU� W\SH� RI� HQWHUSULVH�� )RUHLJQ� RZQHUVKLS� LV� ZLGHVSUHDG� DPRQJ� WKH
VPDOOHVW�HQWHUSULVHV��VR�ZH�VKRXOG�H[SHFW�WKDW�WUDQVIHU�SULFHV�ZRXOG�GLVWRUW�WKH�WXUQRYHU
GDWD�RI�DOO�VL]H�FDWHJRULHV��$V�WR�*'3�XQGHUUHSRUWLQJ��WKH�HIIHFW�LV�QHDUO\�HQWLUHO\�GXH�WR
HQWHUSULVHV�ZLWKRXW�HPSOR\HHV�DQG�LQ�SDUW�DOVR�WR�PLFUR�HQWHUSULVHV��,I�ZH�H[FOXGH�WKHVH
FDWHJRULHV�� WKH� UDWLR� RI� H[SRUWV� WR� *'3� DV� UHSRUWHG� LQ� 7DEOH� ��� IRU� WKH� RWKHU� VL]H
FDWHJRULHV�LV�HDUO\�SURSRUWLRQDOO\�XQGLVWRUWHG�

/HDYLQJ�WKHVH�GRXEWV�DVLGH�DQG�DVVXPLQJ�WKH�GDWD�LQFOXGHG�LQ�7DEOH����DUH�UHOLDEOH��ZH
REVHUYH� WKDW� WKH�EDFNERQH�RI�+XQJDULDQ� H[SRUWV� LV�PDGH�XS� RI� ODUJH� HQWHUSULVHV��7KLV
JURXS�LV�QRW�RQO\�FRQWULEXWLQJ�DOPRVW�WZR�WKLUGV�RI�WKH�H[SRUWV�RI�WKH�FRXQWU\�±�DQG�WKLV
LV� D� UDSLGO\� LQFUHDVLQJ� VKDUH� ±� EXW� LV� DOVR� TXLFNO\� LQFUHDVLQJ� LWV� RULHQWDWLRQ� WR� IRUHLJQ
PDUNHWV�� &RQYHUVHO\�� 60(V� H[SRUW� VKDUH� LV� QRZ� UDSLGO\� GHFUHDVLQJ� DIWHU� KDYLQJ
LQFUHDVHG� VXEVWDQWLDOO\� WR� WKH� PLG�����V�� *LYHQ� WKH� ODFN� RI� VXSSRUW� SROLFLHV� DQG� WKH
GLIILFXOW�FLUFXPVWDQFHV�XQGHU�ZKLFK�VPDOO�ILUPV�RSHUDWH�� LW� LV�UHPDUNDEOH� WKDW�HYHQ� WKH
VPDOOHVW� HQWHUSULVHV�KDYH�EHHQ� DEOH� WR� UHJLVWHU� VXFK� DQ� H[SRUW� SHUIRUPDQFH� IRU� VXFK� D
ORQJ� SHULRG�� 7KLV� LV� IXUWKHU� SURRI� RI� WKHLU� SRWHQWLDO�� UHSUHVVHG� E\� PLVVLQJ� RU� ZURQJ
SROLFLHV��*LYHQ�SURSHU�HQYLURQPHQW�DQG�SROLFLHV��WKDW�SRWHQWLDO�FRXOG�EH�H[SDQGHG��7KH
UHFHQW� GUDZEDFN�PD\� EH� SURRI� WKDW� 60(V� H[KDXVWHG� WKHLU� 
VSRQWDQHRXV
� SRWHQWLDO� DQG
EDGO\�QHHG�SROLF\�LQFHQWLYHV�DQG�VXSSRUW�
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7KH�DERYH�GRXEWV��RQ�UHOLDELOLW\�RI�GDWD��DQG�FRQFOXVLRQV��RQ�WKH�XQH[SORLWHG�SRWHQWLDO
RI�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��DUH�FRQILUPHG�E\�FRQVLGHULQJ�RWKHU� LQGLFDWRUV�
,Q�SDUWLFXODU��WKH�VWUXFWXUH�RI�FRVWV�RI�GLIIHUHQW�VL]H�HQWHUSULVHV�LV�TXLWH�GLIIHUHQW��7KLV�LV
DSSDUHQWO\�GXH�WR��D��GLIIHUHQW� WHFKQRORJLHV�XVHG�E\�HQWHUSULVHV�RI�GLIIHUHQW�VL]H� �PRUH
FDSLWDO�LQWHQVLYH�E\�ODUJHU�RQHV��PRUH�ODERXU�LQWHQVLYH�E\�VPDOOHU�RQHV���WKDW�DUH�SDUWLDOO\
FRPSHQVDWHG�E\�ORZHU�ZDJHV�DQG�GHSUHFLDWLRQ�DOORZDQFHV�DQG�KLJKHU�LQWHUHVW�UDWHV�SDLG
E\� VPDOO� HQWHUSULVHV�� �E�� FRQFHQWUDWLRQ� LQ� GLIIHUHQW� EUDQFKHV� RI� SURGXFWLRQ�� 7DEOH� ��
VKRZV� VPDOO� HQWHUSULVHV� DUH� FRQFHQWUDWHG� LQ� WUDGLWLRQDO� OLJKW� PDQXIDFWXULQJ� DQG� LQ
WUDGLWLRQDO� VHUYLFHV�� �F�� WKH� GLIIHUHQW� H[WHQW� RI� YHUWLFDO� DQG� SRVVLEO\� KRUL]RQWDO
LQWHJUDWLRQ�� ZKHUHE\� VPDOOHU� HQWHUSULVHV� PDNH� JUHDWHU� XVH� RI� YHUWLFDO� LQWHJUDWLRQ� DQG
KDYH�WR�SD\�KLJKHU�WUDQVDFWLRQ�FRVWV��H�J��IRU�LQWHUPHGLDULHV��DQG��G��ORZHU�PDUNHW�SRZHU
RI�VPDOO�HQWHUSULVHV�DV�UHIOHFWHG�LQ�KLJKHU�SULFHV�SDLG�IRU�PDWHULDO�LQSXWV�

TABLE 12

THE BRANCH STRUCTURE OF TURNOVER BY ENTERPRISE SIZE, 1998

Without

employees

Micro

enterprises

Small

enterprises

Medium

enterprises

Large

enterprises

Total

Agriculture, game, forestry 2.3 14.7 22.9 42.9 17.2 100,0

Fishing 0.9 18.0 37.8 26.7 16.6 100,0

Industry 0.7 4.6 8.6 18.0 68.0 100,0

Construction 4.9 21.8 27.8 23.9 21.5 100,0

Trade, repair 3.4 28.4 29.8 22.8 15.6 100,0

Hotels and catering 3.2 21.9 20.2 19.5 35.2 100,0

Transportation, post, telecommunication 1.4 13.3 13.8 12.0 59.5 100,0

Financial intermediation 1.4 8.8 22.7 22.7 44.4 100,0

Real estate, renting 9.0 36.1 25.7 23.6 5.6 100,0

Education 14.3 44.1 33.3 8.2 0.0 100,0

Healthcare, social services 9.1 54.0 18.8 7.9 10.3 100,0

Other communal, public and personal

services

14.1 27.8 15.6 19.7 22.7 100,0

National economy, total 2.7 17.0 19.1 20.8 40.4 100,0

Source: KFI 1999: 96. Data from 1998 tax returns.

7DEOH� ��� EHORZ�SUHVHQWV� VRPH� LQWHUHVWLQJ� IXUWKHU� UHDVRQV� IRU� UHIOHFWLRQ� LQ� WKH� FDVH� RI
SDUWQHUVKLSV�� &RVWV� RI� PDWHULDO� DQG� VHUYLFHV�� ZDJHV� DQG� VRFLDO� VHFXULW\� SD\PHQWV
LQFUHDVH�ZLWK�WKH�VL]H��ZKLOH�LQWHUPHGLDWH�JRRGV��VXEFRQWUDFWRUV
�IHHV�DQG�RWKHU�H[SHQVHV
GHFUHDVH�� 7KLV� DSSDUHQWO\� VXJJHVWV� WKDW� WKH� YDOXH� FKDLQ� LV� VKRUWHU� LQ� VPDOO� HQWHUSULVHV
WKDQ�LQ�ODUJH�RQHV��+RZHYHU��LI�RQH�FRQVLGHUV�WKH�GRPLQDQW�UROH�RI�VPDOO�ILUPV�LQ�ODERXU
LQWHQVLYH�VHUYLFHV�XVLQJ�TXDOLILHG�ODERXU��VHH�7DEOH�����DQG�ORZHU�ODERXU�SURGXFWLYLW\�LQ
VPDOOHU� HQWHUSULVHV� �VHH�7DEOH� ���� WKHVH� GDWD� DSSHDU� GRXEWIXO�� 7KHUH�PD\� EH� HYLGHQFH
KHUH� WR� VXSSRUW� WKH� K\SRWKHVLV� WKDW� ZDJH� H[SHQVHV� DQG� VRFLDO� VHFXULW\� SD\PHQWV� DUH
XQGHUVWDWHG�DQG�SRVVLEO\�LQWHUPHGLDWH�JRRGV�RYHUVWDWHG��DV�WKH�&62�PDLQWDLQV��'DWD�RQ
SURILWDELOLW\� FRXOG� VXSSRUW�� DW� OHDVW� LQ� SDUW�� WKLV� FRQFOXVLRQ�� ,Q� IDFW�� DQG� DOWKRXJK� WKH
VKDUH� RI� ORVV�PDNLQJ� HQWHUSULVHV� KDV� FRQVWDQWO\� GHFOLQHG� VLQFH� PLG�����V� DQG� PRVW
PDUNHGO\�LQ�������WKH�SURSRUWLRQ�RI�ORVV�PDNHUV�LV�LQYHUVHO\�SURSRUWLRQDO�ZLWK�VL]H�
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TABLE 13

THE COST STRUCTURE OF PARTNERSHIPS BY ENTERPRISE SIZE IN 1998

Without

employees

Micro

enterprises

Small

enterprises

Medium

enterprises

Large

enterprises

Total

Cost of materials 7.8 8.7 14.1 22.8 33.0 22.2

Cost of services purchased 4.9 4.0 4.2 5.2 6.0 5.1

Intermediate goods 28.7 46.2 49.4 34.3 21.6 34.0

Subcontractor fees 12.3 12.0 9.7 7.0 5.6 8.0

Salaries and wages 2.0 3.0 4.8 8.0 7.9 6.3

Other personnel costs 1.2 1.0 1.0 1.4 1.3 1.2

Social security contributions 0.9 1.3 2.1 3.4 3.4 2.7

Depreciation 4.2 2.3 2.4 2.8 4.5 3.4

Other costs/expenses 38.1 21.6 12.3 15.0 16.6 17.1

Total costs 100,0 100,0 100,0 100,0 100,0 100,0

Source: KFI 1999, p. 103. Data from tax returns.

+RZHYHU�� WKLV� FRXOG� SDUWLDOO\� EH� WKH� RXWFRPH� RI� GLIIHUHQW� EUDQFK� DOORFDWLRQ� RI
HQWHUSULVHV�

$V�WR�HIILFLHQF\��GDWD�RQO\�H[LVW�IRU�WKRVH�HQWHUSULVHV�ZKLFK�KDYH�VLPSOLILHG�DQG�GRXEOH
ERRNNHHSLQJ��7D[� UHWXUQV� IRU� LQGLYLGXDO� HQWUHSUHQHXUV� GR� QRW� LQFOXGH� VRPH� LPSRUWDQW
GDWD� RQ� FDSLWDO�� )ROORZLQJ� WKH� ERRPLQJ� \HDUV� LPPHGLDWHO\� EHIRUH� DQG� DIWHU� V\VWHPLF
FKDQJH�� WKH� UHODWLYH� SRVLWLRQ� RI� VPDOOHU� HQWHUSULVHV� LV� ZRUVHQLQJ� FRPSDUHG� WR� ODUJH
HQWHUSULVHV�� %RWK� QHW� WXUQRYHU� SHU� HPSOR\HH� DQG� QHW� WXUQRYHU� SHU� XQLW� RI� FDSLWDO� DUH
KLJKHU�LQ�VPDOOHU�HQWHUSULVHV�WKDQ�LQ�ODUJH�RQHV��WKDW�KDYH�PXFK�KLJKHU�±�DQG�LQFUHDVLQJ
LQ�ERWK�DEVROXWH�DQG�UHODWLYH�WHUPV�±�FDSLWDO�LQWHQVLW\��+RZHYHU��ODUJH�DQG�DOVR�PHGLXP�
VL]H�HQWHUSULVHV�DUH�LQFUHDVLQJ�ERWK�LQGH[HV�PRUH�UDSLGO\�WKDQ�VPDOOHU�HQWHUSULVHV��D�VLJQ
WKDW� WKH� IUXLWV� RI� UHVWUXFWXULQJ� DUH� ULSH�� $W� WKH� VDPH� WLPH�� WKH� SURFHVV� RI� FDSLWDO
FRQFHQWUDWLRQ� JUHZ� VHQVLEO\� WKURXJK� WKH� ����V� DQG� ODUJH� HQWHUSULVHV� RZQ� D� JURZLQJ
VKDUH� RI� FDSLWDO�� $V� WR� SURILWDELOLW\�� DOO� LQGLFDWRUV� LPSURYHG� UHPDUNDEO\� VLQFH� �����
ZKHQ� DOO�ZHUH� QHJDWLYH�� H[FHSW� IRU�PLFUR�HQWHUSULVHV�� 7KH� LQGLFDWRUV� LPSURYHG� IRU� DOO
NLQGV�RI�HQWHUSULVHV�\HDU�E\�\HDU��ZLWK�WKH�H[FHSWLRQ�RI�������ZKHQ�WKHUH�ZDV�D�UHODWLYH
GHWHULRUDWLRQ�� $V� WR� PLFUR�HQWHUSULVHV�� DQG� LQ� VSLWH� RI� SRVLWLYH� UHVXOWV� VLQFH� �����
LQGLFDWRUV� RI� SURILWDELOLW\� DUH� WKH� ORZHVW� GXH� WR� WKH� SHUPDQHQW� ORVVHV� RI� HQWHUSULVHV
ZLWKRXW�HPSOR\HHV��VHH�7DEOH�������.),����������������.),����������������

TABLE 14

RATE OF RETURN ON OWN CAPITAL BY ENTERPRISE SIZE (IN PER CENT)

1992 1994 1995 1996 1997 1998

Micro enterprises 2.1 -2.3 -1.8 5.9 7.8 7.4

Small enterprises -5.9 3.8 7.4 9.8 16.6 14.7

Medium enterprises -7.4 1.0 5.6 8.9 10.9 10.1

Large enterprises -4.2 2.7 3.1 4.3 10.4 10.3

Total -4.3 1.9 3.4 5.8 10.8 10.2

Source: KFI 1999: 110. Data from tax returns.
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$V� WR� WD[DWLRQ� DQG� VXEVLGLHV�� WKH� VLWXDWLRQ� RI� VPDOOHU� HQWHUSULVHV� VWURQJO\� ZRUVHQHG
GXULQJ�WKH�����V�DQG�EHFDPH�QHJDWLYH�VLQFH�ILVFDO�SD\PHQWV�DUH�KLJKHU� WKDQ�VXEVLGLHV�
7KH� VLWXDWLRQ� RI� WKH� VPDOOHVW� HQWHUSULVHV� �WKRVH� ZLWKRXW� HPSOR\HHV� DQG� PLFUR�
HQWHUSULVHV��KDV�EHHQ�SDUWLFXODUO\�GLIILFXOW��+RZHYHU��E\�FRQVLGHULQJ�DOVR�VRFLDO�VHFXULW\
SD\PHQWV�WKH�VLWXDWLRQ�DSSHDUV�PRUH�EDODQFHG��.),����������������.),��������������
DQG�7yWK�������

7D[�EHQHILWV�DUH�GLVSURSRUWLRQDOO\�FRQFHQWUDWHG�DW�SDUWQHUVKLSV�ZLWK�GRXEOH�HQWU\�ERRN�
NHHSLQJ��/DUJH�HQWHUSULVHV�HQMR\�WKH�ODUJHVW�SDUW�RI�WD[�EHQHILWV�DQG�WKLV�VKDUH�KDV�EHHQ
LQFUHDVLQJ�WKURXJK�WLPH��IURP������SHU�FHQW�LQ������WR������SHU�FHQW�LQ�������%\�PRUH
WKDQ� GRXEOLQJ� WKHLU� VKDUH� LQ� ������ WKH\�ZHUH� DEOH� WR� NHHS� WKH� YROXPH� RI� WD[� EHQHILWV
XQFKDQJHG�HYHQ�LQ�WKH�WZR�\HDUV�±������DQG������±�ZKHQ�WKH�RYHUDOO�YROXPH�IHOO�WR�OHVV
WKDQ�KDOI�WKH�SUHYLRXV�OHYHO��7KH�RYHUDOO�YROXPH�RI�WD[�EHQHILWV�VWDUWHG�WR�JURZ�DJDLQ�LQ
����� DQG� ZLWK� LW� DOVR� JUHZ� IXUWKHU� WKH� VKDUH� RI� ODUJH� HQWHUSULVHV�� $QRWKHU� UHOHYDQW
IHDWXUH�LV�WKDW�LQ������DQG������HQWHUSULVHV�ZLWK�IRUHLJQ�SDUWLFLSDWLRQ�UHFHLYHG�WKH�EXON
RI� EHQHILWV� ���� SHU� FHQW��� $OWKRXJK� WKHUH� LV� D� YDULHJDWHG� VLWXDWLRQ� LQ� WKH� FDVH� RI
LQGLYLGXDO� WD[� EHQHILWV� RI� GLIIHUHQW� NLQGV�� WKH� GLVDGYDQWDJH� RI� 60(V� LV� FOHDU� DQG
JURZLQJ��:LWKLQ� WKLV�JURXS�RI�HQWHUSULVHV��RQO\�PHGLXP�VL]H�HQWHUSULVHV� VWLOO� UHFHLYH�D
IDLU�VKDUH�RI�WD[�EHQHILWV������SHU�FHQW�RI�WKH�WRWDO�LQ�������GRZQ�IURP�D�KLJK������SHU
FHQW� LQ� ������� $OO� RWKHU� NLQGV� RI� 60(V� KDYH� VHHQ� WKHLU� VKDUH� GUDVWLFDOO\� UHGXFHG
�RYHUDOO��WR�����SHU�FHQW�LQ������GRZQ�IURP������SHU�FHQW�LQ�������

'LIIHUHQW� LV� WKH�VLWXDWLRQ�IRU�VXEVLGLHV��+HUH� WKH� WZR�H[WUHPH�JURXSV� �ODUJH�HQWHUSULVHV
DQG� HQWHUSULVHV� ZLWKRXW� HPSOR\HHV� WRJHWKHU� ZLWK� PLFUR�HQWHUSULVHV�� H[SHULHQFHG� D
GHFOLQLQJ� WUHQG� RI� WKHLU� VKDUH� WR� WKH� DGYDQWDJH� RI� VPDOO� DQG�PHGLXP�VL]H� HQWHUSULVHV�
+RZHYHU��LQ������WKH�VKDUH�RI�VXEVLGLHV�LQFUHDVHG�IRU�DOO�VL]H�FDWHJRULHV�RI�60(V�

&RPSDUHG�WR�WKH�DERYH��WKH�VKDUH�RI�RYHUDOO�EXVLQHVV�WD[HV�SDLG�E\�ODUJH�HQWHUSULVHV�KDV
EHHQ�GHFUHDVLQJ�IURP������SHU�FHQW�LQ������WR������SHU�FHQW�LQ�������6RPHZKDW�VLPLODU
KDV�EHHQ�WKH�WUHQG�WKDW�HQWHUSULVHV�ZLWKRXW�HPSOR\HHV�IROORZHG��IURP�����SHU�FHQW�WR����
SHU�FHQW���$OO�RWKHU�VL]H�FDWHJRULHV�VXEVWDQWLDOO\� LQFUHDVHG�WKHLU�VKDUH�RI� WD[HV��RYHUDOO�
IURP������SHU�FHQW�WR������SHU�FHQW���+RZHYHU��LQ������D�PLOG�UHYHUVDO�RI�WKH�WUHQG�WRRN
SODFH�IRU�VPDOO��PHGLXP�VL]H�DQG�ODUJH�HQWHUSULVHV�

,I�ZH�FRQVLGHU�WKH�DERYH�HOHPHQWV�WRJHWKHU��UHODWLYH�WR�QHW�WXUQRYHU��ZH�ILQG�WKDW�WKH�WD[
EXUGHQ� �SD\DEOH� WD[� ±� VXEVLGLHV� ±� WD[� EHQHILWV�� WKLV� VXP� GLYLGHG� E\� QHW� WXUQRYHU�� RI
VPDOOHU� HQWHUSULVHV� �ZLWKRXW� HPSOR\HHV��PLFUR�� DQG� VPDOO� RQHV�� KDV� EHHQ� WKH� KLJKHVW�
&RQYHUVHO\��WKH�WD[�EXUGHQ�RI�PHGLXP�VL]H�DQG�ODUJH�HQWHUSULVHV�KDV�EHHQ�QHJDWLYH��L�H�
WKH\�HQMR\HG�QHW�WUDQVIHUV�IURP�WKH�EXGJHW��7KLV�IHDWXUH�EHFDPH�SDUWLFXODUO\�HYLGHQW� LQ
�����DQG������

7KH�SLFWXUH�FKDQJHV�ZKHQ�ZH�FRQVLGHU�VRFLDO�VHFXULW\�SD\PHQWV��/DUJH�HQWHUSULVHV�VWLOO
SD\�PRUH� WKDQ�KDOI� WKH� WRWDO�� DOWKRXJK� WKHLU� VKDUH� LV�GHFUHDVLQJ� �IURP������SHU�FHQW� LQ
����� WR� ����� SHU� FHQW� LQ� ������� 6LPLODUO\� GHFUHDVLQJ� LV� WKH� VKDUH� RI� VRFLDO� VHFXULW\
FRQWULEXWLRQV�SDLG�E\�HQWHUSULVHV�ZLWKRXW�HPSOR\HHV��IURP�����SHU�FHQW�WR�����SHU�FHQW��
&RQYHUVHO\��PLFUR���VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV�SD\�D�FRQVWDQWO\�JURZLQJ�VKDUH
�IURP������SHU�FHQW�WR�������
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%\�DOVR�FRQVLGHULQJ�VRFLDO�VHFXULW\�WKH�VLWXDWLRQ�RI�GLIIHUHQW�VL]H�FDWHJRULHV�DSSHDU�PRUH
EDODQFHG��VHH�7DEOH������)LUVW��QR�JURXS�HQMR\V�QHW� WUDQVIHUV��6HFRQG�� ODUJH�HQWHUSULVHV
SD\�� WRJHWKHU� ZLWK� PHGLXP�VL]H� RQHV�� WKH� ODUJHVW� VKDUH� RI� RYHUDOO� LQFRPH� WUDQVIHUV�
+RZHYHU�� ERWK� VKDUHV� DUH� GHFUHDVLQJ� LQ� WLPH�� VLPLODUO\� WR� WKDW� RI� HQWHUSULVHV� ZLWKRXW
HPSOR\HHV�DQG�VPDOO�RQHV��&RQVHTXHQWO\��DOVR� WKH� WRWDO�VKDUH� LV�GHFUHDVLQJ��7KLUG�� WKH
RQO\�VL]H�JURXS�WKDW�KDV�EHHQ�ZLWQHVVLQJ�D�PLOG�ZRUVHQLQJ�LV�WKDW�RI�PLFUR�HQWHUSULVHV�

TABLE 15

SHARE OF WITHDRAWALS AND SUBSIDIES OF ENTERPRISES SUBJECT TO SINGLE- OR DOUBLE-

ENTRY BOOK-KEEPING (IN PER CENT)*

1992 1994 1995 1996 1997 1998

Without employees 2.36 3.35 2.21 2.51 2.69 1.97
Micro enterprises 1.60 2.20 1.64 2.25 2.14 2.09
Small enterprises 3.57 3.38 2.75 2.66 2.65 2.39
Medium enterprises 4.72 3.97 4.02 3.47 3.49 3.09
Large enterprises 5.10 5.26 4.48 3.99 3.06 2.71
Total 4.25 4.05 3.47 3.27 2.90 2.60

Source: KFI 1999: 120. Data from tax returns.

Note: * (Social security contribution + Payable tax – Subsidies – Tax benefits)/Net turnover.

7KLV�FRPSOH[�SLFWXUH�UHTXLUHV�VRPH�SROLF\�LQWHUSUHWDWLRQ��2YHUDOO�DQG�FRPSDUHG�WR�QHW
WXUQRYHU��WKH�VLWXDWLRQ�RI�GLIIHUHQW�VL]H�JURXSV�LV�EHFRPLQJ�PRUH�XQLIRUP��DOWKRXJK�WKLV
LV�QRW�WUXH�IRU�LQGLYLGXDO�FRPSRQHQWV�7KHUH�LV�DSSDUHQWO\�JURXQG�KHUH� WR�IRUPXODWH� WKH
IROORZLQJ�SROLF\�K\SRWKHVLV���D��/DUJH�HQWHUSULVHV�KDYH�JUHDWHU�VWUHQJWK�WR�REWDLQ�JUHDWHU
WD[�EHQHILWV��7KLV�DOVR�VHUYHV�WKH�JRDO�RI�DWWUDFWLQJ�IRUHLJQ�LQYHVWPHQW���E��7KLV� LV� WUXH
DOVR� RI� WD[HV� DQG�� WR� D� OLPLWHG� H[WHQW�� RI� VXEVLGLHV�� �F�� 6RFLDO� VHFXULW\� FRQWULEXWLRQV
SUHVHQW�D�GLIIHUHQW�SLFWXUH�WKDW�FDQ�EH�H[SODLQHG�LQ�SDUW�ZLWK�JUHDWHU�HYDVLRQ�DQG�ORZHU
ODERXU� TXDOLILFDWLRQ� LQ� VPDOOHU� HQWHUSULVHV�� �G�� 3ROLF\� LV� DSSDUHQWO\� JUDQWLQJ� 60(V� ±
SDUWLFXODUO\�VPDOOHU�RQHV�±�IHZ�WD[�EHQHILWV�DQG�VXEVLGLHV�FRPSDUHG�WR�WD[HV�WKH\�KDYH�WR
SD\�� NQRZLQJ� KRZ� GLIILFXOW� LW� LV� WR� FROOHFW� IURP� WKHP� VRFLDO� VHFXULW\� SD\PHQWV� GXH�
+RZHYHU��ODWHO\�WKHUH�ZDV�DQ�DSSDUHQW�LPSURYHPHQW�KHUH��H[FHSW�IRU�HQWHUSULVHV�ZLWKRXW
HPSOR\HHV�

)L[HG�FDSLWDO�IRUPDWLRQ�LV�PRVWO\�FRQFHQWUDWHG�LQ�ODUJH�HQWHUSULVHV��WKDQNV�PDLQO\�WR�WD[
EHQHILWV�DQG�PXFK�ODUJHU�GHSUHFLDWLRQ�WKDQ�LQ�RWKHU�VL]H�FDWHJRULHV��+RZHYHU��WKHLU�VKDUH
LQ�RYHUDOO�IL[HG�FDSLWDO�IRUPDWLRQ�GHFOLQHG�IURP������SHU�FHQW�LQ������WR������SHU�FHQW�LQ
������ 6LQFH� WKHQ� WKHUH� ZDV� D� PLOG� UHFRYHU\� WR� ����� SHU� FHQW� LQ� ������ 7KH� EHVW
SHUIRUPDQFH� EHORQJV� WR� PLFUR�HQWHUSULVHV� WKDW� �WRJHWKHU� ZLWK� HQWHUSULVHV� ZLWKRXW
HPSOR\HHV��LQFUHDVHG�WKHLU�VKDUH�IURP�����SHU�FHQW�LQ������WR������SHU�FHQW�LQ�������%XW
WKHQ�WKHLU�VKDUH�GHFUHDVHG�WR������SHU�FHQW�LQ�������6PDOO�HQWHUSULVHV�ZLWQHVVHG�D�PLOG
LQFUHDVH� IURP� ����� SHU� FHQW� LQ� ����� WR� ����� SHU� FHQW� LQ� ������ ZKLOH� PHGLXP�VL]HG
HQWHUSULVHV� LQFUHDVHG� WKHLU� VKDUH� IURP������SHU� FHQW� LQ������ WR������SHU� FHQW� LQ� �����
DOEHLW�WKURXJK�UDWKHU�ZLGH�\HDUO\�IOXFWXDWLRQV�



��

6XFK�YDULDWLRQV�DUH�SDUWO\�H[SODLQHG�E\�WKH�H[WUHPHO\�UDSLG�LQFUHDVH�RI�FDSLWDO�IRUPDWLRQ
LQ�WKH�GHFDGH��7KLV�ZDV�D�EDUH���SHU�FHQW�RI�*'3�LQ�������,W�LQFUHDVHG�WR����SHU�FHQW�LQ
���������SHU�FHQW�LQ������DQG�FORVHG�WR����SHU�FHQW�LQ�������,Q������LW�GHFUHDVHG�WR�����
SHU�FHQW��SUREDEO\�D�VLJQ�WKDW�WKH�SHULRG�RI�LQWHQVH�FDSLWDO�DFFXPXODWLRQ�LV�RYHU��:LWKLQ
WKLV�WUHQG��ODUJH�HQWHUSULVHV�NHSW�WKHLU�OHDG�RYHU�WKH�HQWLUH�SHULRG�FRQFHUQLQJ�WKHLU�UDWLR
RI�IL[HG�FDSLWDO�IRUPDWLRQ�RYHU�WKHLU�FRQWULEXWLRQ�WR�*'3��ZKLFK�ZDV�FRQVWDQWO\�VXSHULRU
WR� DJJUHJDWHG� UDWLR� IRU� DOO� HQWHUSULVHV�� *LYHQ� WKH� VWDJQDWLQJ� VKDUH� RI� *'3� WKDW� ODUJH
HQWHUSULVHV� SURGXFHG� VLQFH� ������ WKHLU� GHFUHDVLQJ� VKDUH� LQ� RYHUDOO� FDSLWDO� IRUPDWLRQ
GHULYHV� IURP� WKHLU� FDSLWDO� IRUPDWLRQ� LQFUHDVLQJ� UHODWLYHO\� OHVV� WKDQ� RYHUDOO� FDSLWDO
IRUPDWLRQ� LQ� WKH� FRXQWU\� �IURP������ SHU� FHQW� LQ� ����� WR� ����� SHU� FHQW� LQ� ������� 7KLV
KDSSHQHG�LQ�VSLWH�RI�WKH�DERYH�PHQWLRQHG�ODUJH�HQWHUSULVHV�OHDGLQJ�SHUIRUPDQFH�LQ�WKLV
LQGLFDWRU�� IURP� ����� SHU� FHQW� LQ� ����� WR� ����� SHU� FHQW� LQ� ������ &RQYHUVHO\�� WKH
SHUIRUPDQFH� RI� PLFUR�HQWHUSULVHV� ZDV� SDUWLFXODUO\� UHPDUNDEOH�� ,Q� IURQW� RI� VORZO\
LQFUHDVLQJ� VKDUH� RI� *'3� SURGXFWLRQ� �IURP� ����� SHU� FHQW� LQ� ����� WR� ����� SHU� FHQW� LQ
������� WKHLU� VKDUH�RI� IL[HG�FDSLWDO� IRUPDWLRQ�RYHU�*'3� LQFUHDVHG� IURP�����SHU�FHQW� WR
�����SHU�FHQW��$OWKRXJK�FRQVWDQWO\�ORZHU�WKDQ�WKH�HFRQRP\�DYHUDJH�RI�FDSLWDO�IRUPDWLRQ�
WKH� VKDUH�RI�PLFUR�HQWHUSULVHV� LQFUHDVHG� UDSLGO\� IURP�����SHU�FHQW� LQ������ WR������SHU
FHQW�LQ������DQG�DSSURDFKHG�WKHLU�VKDUH�LQ�*'3��7KH�VDPH�UHDVRQLQJ�DSSOLHV��DOWKRXJK
LQ�YDU\LQJ�GHJUHHV��WR�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV�

7KLV� LV� IXUWKHU� HYLGHQFH� RI� JUHDW� SRWHQWLDO� RI� WKLV� VHFWRU�� $OO� WKLV� LV� SDUWLFXODUO\
UHPDUNDEOH� LI�ZH�FRQVLGHU� WKH�GLIILFXOWLHV� WKDW�60(V�KDYH� LQ�JHWWLQJ�H[WHUQDO� ILQDQFLDO
VXSSRUW� DQG� VWUHVVHV� KRZ� LPSRUWDQW� LV� WKH� H[SDQVLRQ� RI� WKH� HFRQRP\� WR� VROYH� WKHLU
SUREOHPV��2YHUDOO�� WKH� ILQDQFLDO� SRVLWLRQ� RI� 60(V� LV� ZHDN� DQG� QRW� LPSURYLQJ� �&,3(
������ �������.),� ������ ���������.),������� �������� DQG� /DZUHQFH� ������ ���������
60(V�VXIIHU�IRU�OLTXLGLW\�SUREOHPV��H[FHSW�PHGLXP�VL]H�HQWHUSULVHV��DQG�WKHLU�SRVLWLRQ
ZHDNHQHG�VOLJKWO\�LQ�������2ZQ�IXQGV�LQ�ILQDQFLQJ�HQWHUSULVHV�GHFUHDVHG�LQ���������LQ
WKH�FDVH�RI�60(V�VR� WKDW� H[WHUQDO� VRXUFHV�SOD\�D�ELJJHU� UROH� WKDQ� LQ� WKH� FDVH�RI� ODUJH
HQWHUSULVHV��([WHUQDO�ILQDQFLDO�VRXUFHV�IRU�+XQJDULDQ�HQWHUSULVHV�DUH�RQ�DYHUDJH����SHU
FHQW� RI� WRWDO� FDSLWDO��ZKLOH� WKH� FRUUHVSRQGLQJ� ILJXUH� LQ�:HVWHUQ�(XURSHDQ� FRXQWULHV� LV
������ SHU� FHQW�� %HFDXVH� RI� KLJK� LQWHUHVW� UDWHV�� LW� RIWHQ� KDSSHQV� WKDW�� HQWHUSULVHV�PXVW
XWLOL]H�FUHGLW�LQ�RUGHU�WR�SD\�WKH�VHUYLFH�RI�IRUPHU�FUHGLW�

%DQNV�DUH�H[WUHPHO\�SUXGHQW�LQ�OHQGLQJ�WR�VPDOO�EXVLQHVVHV��0RUHRYHU��WKH�PHGLXP�DQG
ORQJ�UXQ� FUHGLWV� JUDQWHG� E\� +XQJDULDQ� EDQNV� WR� VPDOO� HQWHUSULVHV� KDYH� PRVWO\� EHHQ
ILQDQFHG�E\�H[WHUQDO�UHVRXUFHV��7KHVH�VXEVLGL]HG�FUHGLW�SURJUDPPHV�RIIHULQJ�HDV\�WHUPV
LQFOXGH�EXGJHW�DSSURSULDWLRQ�WR�VXSSRUW�GLIIHUHQW�DFWLRQV�DQG�SXUVXH�GLIIHUHQW�JRDOV��H�J�
HFRQRPLF� DQG� WHFKQLFDO� GHYHORSPHQW�� WHFKQRORJLFDO� FR�RSHUDWLRQ� EHWZHHQ� 60(V� DQG
ODUJH�HQWHUSULVHV��MRE�FUHDWLRQ��VXSSRUW�WR�FRPSHWLWLYHQHVV��H[SDQVLRQ�RI�60(V�VXSSOLHU
FRQWDFWV�� WUDGH� GHYHORSPHQW�� XSJUDGLQJ� TXDOLW\�� WRXULVP�� UXUDO� GHYHORSPHQW�
HQYLURQPHQWDO� SURWHFWLRQ� DJULFXOWXUH��� 7KH\� DOVR� LQFOXGH� GRPHVWLF� SUHIHUHQWLDO� DQG
WDUJHWHG�FUHGLWV��0$9�PLFUR�FUHGLW��UHJLRQDO�PLFUR�FUHGLW��LQYHVWPHQW�FUHGLW�IRU�60(V�
*HUPDQ�DQG�-DSDQHVH�6WDUW�DQG�HQWHUSULVH�FUHGLWV��H[SRUW�FUHGLWV��3KDUH�FUHGLW��GLIIHUHQW
SULYDWL]DWLRQ� FUHGLWV��� IRUHLJQ� FUHGLWV� �(,%�� 3KDUH�� (%5'��� DQG� (8� DFFHVVLRQ� VXSSRUW
�.),����������������



��

$OWKRXJK�WKHVH�DUH� LQWHQGHG�WR�EH� 
HDV\�WHUP
�SURJUDPPHV��HQWHUSULVHV�REWDLQ�OHVV� WKDQ
KDOI� RI� WKH� DYDLODEOH� DPRXQW�� EHFDXVH� RI� WKH� ULJRURXV� FRQGLWLRQV� UHTXLUHG�� JUHDW
EXUHDXFUDWLF�UHTXLUHPHQWV�� OHQJWK�RI� WKH�SURFHVVHV�QHHGHG�WR�REWDLQ�FUHGLW��DQG�JHQHUDO
FRQGLWLRQV�WKDW�DUH�QRW�VXLWHG�IRU�VPDOO�EXVLQHVVHV��$QRWKHU�SUREOHP�OLHV�LQ�WKH�GLIILFXOW\
WKDW�EDQNV�KDYH�LQ�FROOHFWLQJ�UHOHYDQW�LQIRUPDWLRQ�RQ�WKH�DSSOLFDQWV��$V�D�FRQVHTXHQFH�
PDQ\� DSSOLFDWLRQV� DUH� UHMHFWHG�� EXW� DW� WKH� VDPH� WLPH� PDQ\� HQWHUSULVHV� VXFFHHG� LQ
REWDLQLQJ�PXOWLSOH� FUHGLWV� IURP� GLIIHUHQW� VRXUFHV��%HFDXVH� EDQNV� FRQVLGHU� WKH� LQWHUHVW
UDWH� VSUHDG� LQVXIILFLHQW� WR� FRYHU� WKH� ULVN� FRQQHFWHG�ZLWK� VPDOO� HQWHUSULVHV�� WKH\� RIWHQ
UHTXLUH�FROODWHUDO�RI���������SHU�FHQW�RI�WKH�FUHGLW�JUDQWHG��7KLV�LV�FOHDUO\�XQEHDUDEOH�IRU
PRVW�VPDOO�HQWHUSULVHV���

7UXH�� VXSSOLHUV
� FUHGLW� VKDUH� LQ� HQWHUSULVH� ILQDQFLQJ� LV� LQYHUVHO\� SURSRUWLRQDO� ZLWK� WKH
HQWHUSULVH� VL]H��ZLWK� WKH�SDUWLDO� H[FHSWLRQ�RI� HQWHUSULVHV�ZLWKRXW� HPSOR\HHV��+RZHYHU�
EDQN�FUHGLW�SOD\V�D�VPDOO�DQG�GHFUHDVLQJ�UROH�LQ�WKH�FDVH�RI�PLFUR��DQG�VPDOO�HQWHUSULVHV�
,Q� ������ WKHVH� HQWHUSULVHV� UHFHLYHG� RYHUDOO� D� EDUH� ���� SHU� FHQW� RI� RYHUDOO� EDQN� FUHGLW
�GRZQ� IURP� ����� SHU� FHQW� LQ� ������� D� ILJXUH� WKDW� ZDV� ORZHU� HYHQ� LQ� DEVROXWH� WHUPV
FRPSDUHG� WR� ����� ������ +8)� EQ�� FRPSDUHG� WR� ����� +8)� EQ���� 7KH� VXSSRUW� RI� WKH
QXPHURXV�H[LVWLQJ�SULYLOHJHG�FKDQQHOV�IRU�SURPRWLQJ�DQG�ILQDQFLQJ�60(V�±�WKH�09$��

DQG�WKH�YDULRXV�JXDUDQWHH�DQG�YHQWXUH�IXQGV�±�KDYH�D�UDWKHU�PRGHVW�LPSDFW��ZKLOH�WKHLU
PDQDJLQJ�DQG�ZRUNLQJ�FRVWV�DUH�RIWHQ�UHOHYDQW��7KH�FRPSOH[LW\�RI�SURFHGXUHV��WKH�WLQ\
DYHUDJH�VL]H�RI�60(V��KLJK�FROODWHUDO�UHTXLUHPHQWV��EDQNV�DYHUVLRQ�WR�60(V�OHQGLQJ�DUH
DOO�IDFWRUV�WKDW�KDYH�NHSW�VPDOO�HQWHUSULVHV�DZD\�IURP�H[LVWLQJ�VRXUFHV�DQG�HYHQ�FDXVHG�D
GHFUHDVH� LQ� WKH�YROXPH�RI�SUHIHUHQWLDO� ORDQV� VLQFH������ �.),���������������DQG�����
�����0DWKHLND�����������.LUiO\�DQG�9iUKHJ\L�������

9HQWXUH� FDSLWDO� KDUGO\� H[LVWV� DQG�ZKDW� H[LVWV� GRHV� QRW� SOD\� WKH� IXQFWLRQ� WKDW� LQ� RWKHU
FLUFXPVWDQFHV� LV� WUDGLWLRQDO� DQG� LQQRYDWLYH�� 7KH� -XQH� ����� $FW� RQ� 9HQWXUH� &DSLWDO
KDUGO\�KDV�DQ\�LPSDFW�DQG�WKH�5HJLRQDO�9HQWXUH�&DSLWDO�)XQGV�DUH�MXVW�PRYLQJ�WKH�ILUVW
VWHSV������.),��������������.DUVDL�������

��� 7KH�IHDWXUHV�RI�WKH�PDUNHW

7KH� JURZWK� RI� 60(V� VHFWRU� KDV� EHHQ� PRUH� WKH� GLUHFW� RU� LQGLUHFW� UHVXOW� RI� WKH
WUDQVIRUPDWLRQ�RI� ODUJH� VWDWH�RZQHG�HQWHUSULVHV� DQG� DXWRQRPRXV�RUJDQL]DWLRQV� WKDQ�RI
WKH�GHYHORSPHQW�RI�WKH�SUH�H[LVWLQJ�SULYDWH�DQG�TXDVL�SULYDWH�VHFWRU��KRZHYHU�ODUJH�WKH
ODWWHU� ZDV�� ,QGHHG�� WKH� QHZ� 60(� VHFWRU� FDPH� RXW� PRUH� IURP� WKH� H[SHULHQFHV� DQG
FRQQHFWLRQV� WKDW� PDQDJHUV� DQG� HPSOR\HHV� LQ� WKH� VWDWH� VHFWRU� JDWKHUHG� LQ� WKH� SUH�
WUDQVLWLRQ� SHULRG� ±� LQ� SDUWLFXODU� LQ� TXDVL�DXWRQRPRXV� RUJDQL]DWLRQV� VXFK� DV� 9*0.� ±
WKDQ�IURP�SURGXFLQJ�GLUHFWO\�LQ�WKH�SULYDWH�VHFWRU��7KH�H[SORVLRQ�RI�60(V�LQ�WKH�FRXQWU\
GLG�QRW�GHULYH�IURP�SULYDWL]DWLRQ�HLWKHU��
7KHVH�DUH�QRW��SULYDWLVHUV���EXW�WKH\�ZHUH�VHW�XS
E\� ZRUNHUV� DQG� FOHUNV� ZKR� OHIW� WKH� VWDWH� VHFWRU�� DQG� WKRVH� ZKR� SUHYLRXVO\� RFFXSLHG

������������������������������������������������
�� 2Q�WKH�UROH�RI�ILQDQFLQJ�60(V�VHH�&VDED������

�� 0DJ\DU� 9iOODONR]iVL� $ODSLWYiQ\� RU�+XQJDULDQ� )RXQGDWLRQ� IRU� (QWHUSULVH� 3URPRWLRQ�� D� *RYHUQPHQW
VSRQVRUHG�� LQGHSHQGHQW� RUJDQL]DWLRQ� HVWDEOLVKHG� LQ� ����� WR� VXSSRUW� WKH� HPHUJHQFH� DQG� GHYHORSPHQW� RI
60(V�



��

ORZHU�SRVLWLRQV�LQ�WKH�HQWHUSULVHV�VWUXFWXUH��GLYLVLRQ�GLUHFWRUV��WHDP�OHDGHUV�
��/DNL������
�����

'XH� WR� LWV� KHWHURJHQHRXV� RULJLQ�� WKH� 60(� VHFWRU� LQ� +XQJDU\� LV� QRW� KRPRJHQHRXV�� ,W
LQFOXGHV�DW�OHDVW�WKUHH�PDLQ��SDUWLDOO\�RYHUODSSLQJ�JURXSV�

�D� WKRVH� 60(�� XVXDOO\� WUDGLWLRQDO� LQ� FKDUDFWHU� DQG� VPDOO� LQ� VL]H�� WKDW� UHSUHVHQW� WKH
GHYHORSPHQW�RI�60(V�H[LVWLQJ�EHIRUH�WUDQVLWLRQ��7KLV�VHFWRU��EHLQJ�WUDGLWLRQDO�DQG
KDYLQJ� OLYHG� ODUJHO\� LQ� WKH� QLFKHV� RSHQHG� E\� WKH� VKRUWDJH� WKDW� FKDUDFWHUL]HG� WKH

VRFLDOLVW
� VHFWRU�� LV� LOO�VXLWHG� WR� WDNH� DGYDQWDJH� RI� WKH� WUDQVLWLRQ� WR� D� PDUNHW
HFRQRP\��$GDSWDWLRQ�SURFHVVHV�DUH�GLIILFXOW�KHUH�DQG�PDQ\�RI�WKHVH�60(V�HLWKHU
IDLO� RU� EDUHO\� VXUYLYH�� 7KH� GRPLQDWLQJ� VWUDWHJLHV� LQ� WKLV� VHFWRU� DUH� DLPHG� DW
VXUYLYDO�DQG�ULVN�DYRLGDQFH�DQG�PDNH�XVH�RI� ORQJHU�DQG�PRUH� LQWHQVLYH�ZRUNLQJ
WLPH� �RIWHQ� LQ� WKH� IRUP� RI� VHFRQG� MREV�� ZLWK� OLPLWHG� LQYHVWPHQW� DQG� WHFKQLFDO
SURJUHVV�� ,Q� WKHVH� FRQGLWLRQV�� WKH\� DUH� VHOGRP� DEOH� WR� SXUVXH� JURZWK� DQG
H[SDQVLRQ�RI�WKHLU�EXVLQHVV�RU�WR�PDNH�XVH�RI�LQWHU�ILUP�FR�RSHUDWLRQ�DQG�WR�DGRSW
QHZ�RUJDQL]DWLRQDO�IRUPV��,QGHHG��PRVW�RI�WKHVH�HQWHUSULVHV�DUH�QRW�HYHQ�LQWHUHVWHG
LQ�H[SDQGLQJ�DERYH�D�FHUWDLQ�PRGHVW�VL]H��/DNL��������������.),����������������

�E� WKH� 60(V� WKDW� RSHUDWHG� LQ� IXOO� RU� LQ� SDUW� LQ� WKH� LUUHJXODU� HFRQRP\� LQ� WKH� SUH�
WUDQVLWLRQ�SHULRG��$FFRUGLQJ�WR�YDULRXV�HVWLPDWHV��WKH�LUUHJXODU�HFRQRP\�SURGXFHG
DQ�LQFRPH�DURXQG�������SHU�FHQW�RI�WKH�UHJLVWHUHG�QDWLRQDO�LQFRPH��'DOODJR�������
$OWKRXJK� DQ� LPSRUWDQW� SDUW� RI� WKHVH� DFWLYLWLHV� SXUVXHG� LQGLYLGXDO� SULYDWH� JDLQ
�DQRWKHU�SDUW�SXUVXHG�WKH�LQVWLWXWLRQDO�JRDO�RI�LPSOHPHQWLQJ�WKH�SODQ�LQ�D�VKRUWDJH
HFRQRP\���WKH\�KDUGO\�KDG�D�PDUNHW�QDWXUH��,QGHHG��WKH\�KDG�IHDWXUHV�W\SLFDO�LQ�D
VKRUWDJH�HFRQRP\�DQG�ZHUH�UHSODFHG�E\�D�QHZ�LUUHJXODU�HFRQRP\�RU�ZHQW�WKURXJK
UDGLFDO�WUDQVIRUPDWLRQ�GXULQJ�WUDQVLWLRQ�

�F� WKRVH�60(V��XVXDOO\�PRUH�PRGHUQ� LQ� FKDUDFWHU�� ODUJHU� LQ� VL]H� DQG�PRUH�RSHQ� WR
IRUHLJQ� UHODWLRQV�� WKDW� FDPH� PRVWO\� RXW� RI� WKH� GLVVROXWLRQ� RI� WKH� VWDWH� DQG� FR�
RSHUDWLYH� VHFWRU�� 7KLV� SURFHVV� VWDUWHG� LQ�PLG�����V�ZKHQ� GHHS� DQG� IDU�UHDFKLQJ
UHIRUPV�ZHUH� LQWURGXFHG� LQ� WKH� 
VRFLDOLVW
� VHFWRU�� )ROORZLQJ� WKHVH� UHIRUPV�� ILUPV
JDLQHG�PXFK�ODUJHU�DXWRQRP\��,Q�VSLWH�RI�VHOI�PDQDJHPHQW�WKDW�ZDV�LQWURGXFHG�LQ
PDQ\�ILUPV��WKLV�DOORZHG�DPELWLRXV��VPDUW�RU�PRUH�VLPSO\�XQVFUXSXORXV�PDQDJHUV
WR�WDNH�FRQWURO�RU�RZQHUVKLS�RI�WKH�VRXQG�SDUWV�RI�
VRFLDOLVW
�ILUPV�E\�UHRUJDQL]LQJ
WKHP�� 7KLV� SURFHVV� ZDV� SDUWLFXODUO\� IRUFHIXO� LQ� WKH� VR�FDOOHG� 
VSRQWDQHRXV

SULYDWL]DWLRQ��FRQFHQWUDWHG�PDLQO\�LQ����������7KLV�SURFHVV�FRQWLQXHG�LQ�WKH�QH[W
\HDUV� WKURXJK� WKH�GLIIHUHQW�VWDJHV�RI� WKH�SULYDWL]DWLRQ�SURFHVV� �0LKiO\L������DQG
'DOODJR��������7UDGLWLRQDO�60(V�ZHUH� ODUJHO\�FXW�RII� WKHVH�SURFHVVHV��$�SDUW�RI
WKLV�PRGHUQ�60(�VHFWRU� DOVR�GHULYHG� IURP� WKH� DGDSWDWLRQ� DQG� WUDQVIRUPDWLRQ� RI
TXDVL�SULYDWH�RUJDQL]DWLRQV�WKDW�ZHUH�LQWURGXFHG�VLQFH������

,W� LV� LPSRUWDQW� WR� H[SODLQ�ZK\� SUH�H[LVWLQJ� 60(V�ZHUH� XQDEOH� WR� GHYHORS� LQ� WKH� QHZ
HQYLURQPHQW�� LQ� VSLWH� RI� WKHLU� ODUJH� QXPEHU� DQG� WKH� JHQHUDO� OLEHUDOL]DWLRQ� RI� SULYDWH
DFWLYLW\�� 7KHVH� RUJDQL]DWLRQV� KDUGO\� KDG� D� WUXH� PDUNHW� QDWXUH� DQG� EHKDYLRXU�� DV� D
FRQVHTXHQFH��WKH\�ZHUH�QRW�HQGRZHG�ZLWK�WKH�NQRZOHGJH�DQG�FDSDELOLWLHV�QHFHVVDU\�WR
VXFFHVVIXOO\� VXUYLYH� PDUNHW� FRPSHWLWLRQ� DQG� ODFNHG� WKH� IXQGDPHQWDO� EXVLQHVV



��

SUHUHTXLVLWHV� ±� LQ� SDUWLFXODU�� IL[HG� FDSLWDO� DQG� ILQDQFLDO� UHVRXUFHV� RU� WKH� SRVVLELOLW\� WR
DFFHVV� WR� ILQDQFLDO� UHVRXUFHV� RQ� WKH� EDVLV� RI� KDYLQJ� YDOXDEOH� FROODWHUDO�� $V� D
FRQVHTXHQFH�� OLEHUDOL]DWLRQ� DQG� SULYDWL]DWLRQ� IROORZLQJ� WUDQVLWLRQ� KDUGO\� KHOSHG� WKHLU
GHYHORSPHQW� DQG� H[SDQVLRQ�� ,QGHHG�� WKH� SUHSRQGHUDQW� SDUW� RI� H[LVWLQJ� SULYDWH
HQWHUSULVHV�GLG�QRW�WDNH�SDUW�LQ�WKH�SULYDWL]DWLRQ�RI�VWDWH�RZQHG�HQWHUSULVHV�DQG��DW�PRVW�
ERXJKW�D�PRGHVW�SDUW�RI�WKHLU�HTXLSPHQW�IURP�VWDWH�RZQHG�HQWHUSULVHV���

2Q� WKH� FRQWUDU\�� SULYDWL]DWLRQ�GUDPDWLFDOO\� FKDQJHG� WKH� HQYLURQPHQW� DQG� LQWURGXFHG� D
SRZHUIXO� WKUHDW� LQ� WKH� IRUP� RI� FRPSHWLWLRQ� FRPLQJ� IURP� RWKHU� SULYDWH� DQG� IRUHLJQ
EXVLQHVVHV�� WKDW� MHRSDUGL]HG� WKH�PDUNHW�QLFKHV�DQG�VHJPHQWV� WKH\�ZHUH�RFFXS\LQJ��2Q
WKH� LQSXW� VLGH�� SULYDWL]DWLRQ� DQG� KDUGHQLQJ� EXGJHW� FRQVWUDLQW� RI� VWLOO� VWDWH�RZQHG
HQWHUSULVHV�FXW�WKH�SULYLOHJHG�UHODWLRQ�WKDW�SUH�H[LVWLQJ�60(V�KDG�ZLWK�ODUJH�FRPSDQLHV�
7KH� 
ROG
� 60(V� KDG� WR� FRPSHWH� RQ� WKH� RXWSXW� VLGH� DQG� JDWKHU� WKH� ILQDQFLDO� UHVRXUFHV
QHHGHG� WR� EX\� LQSXWV�� %HLQJ� JHQHUDOO\� XQDEOH� WR� ILQDQFH� LQYHVWPHQWV���� WKH\� KDG� WR
FRQFHQWUDWH�RQ�SURGXFLQJ�ORZ�SULFHG�WUDGLWLRQDO�JRRGV��ZKLFK�XVXDOO\�KDYH�D�KLJK�SULFH�
HODVWLFLW\�� DQG� ZRUN� ZLWK� PRGHVW� SURILW� PDUJLQV�� 7KLV�� LQ� WXUQ�� SUHYHQWHG� WKHP� IURP
ILQDQFLQJ�PRUH�DPELWLRXV�LQYHVWPHQWV�DQG�PRGHUQL]DWLRQ��7KH\�UHPDLQHG�RIWHQ�VWURQJO\
FRQQHFWHG�WR�WKH��H[WHQGHG��IDPLO\�DV�WKH�VRXUFH�RI�SUHPLVHV��ODERXU�DQG�FDSLWDO��7KHLU
PDUNHW�DOVR�XVXDOO\�UHPDLQHG�ORFDO�

8QGHU�WKH�FRQGLWLRQV�SUHYDLOLQJ�GXULQJ�WUDQVLWLRQ��SUREDEO\�WKH�PRVW�LPSRUWDQW�DVVHW�WKDW
WKHVH�HQWHUSULVHV�ZHUH�HQGRZHG�ZLWK�ZHUH�SHUVRQDO� UHODWLRQV�DQG�FRQQHFWLRQV�ZLWK� WKH
PDQDJHUV� RI� WKH� VWDWH�RZQHG� DQG� FR�RSHUDWLYH� HQWHUSULVHV�� 7R� WKH� H[WHQW� WKDW� WKRVH
PDQDJHUV� EHFDPH� SULYDWH� RZQHUV� DQG� HQWUHSUHQHXUV� ULJKW� EHIRUH� RU� GXULQJ� WUDQVLWLRQ�
VPDOO� HQWUHSUHQHXUV� FRXOG� HQWHU� WKH� SURFHVV� DV� VXEFRQWUDFWRUV�� 7KHUH� DUH� WZR� RWKHU
UHDVRQV�ZK\�VRPH�RI�WKHVH�HQWHUSULVHV�FRXOG�FDWFK�JRRG�RSSRUWXQLWLHV�GXULQJ�WUDQVLWLRQ�
WKRXJK��2QH�LV� WKDW�VRPH�RI� WKRVH�VPDOO�HQWHUSULVHV�ZHUH�HVWDEOLVKHG�E\�PDQDJHUV�DQG
SROLWLFLDQV� WKHPVHOYHV� EHIRUH� WUDQVLWLRQ�� ZKR� FRXOG� WDNH� DGYDQWDJH� RI� WUDQVLWLRQ� E\
VWUHQJWKHQLQJ� WKHLU� HQWHUSULVH� LQ� WKH� SURFHVV� RI� SULYDWL]DWLRQ� RU� OLEHUDOL]DWLRQ���� $
VHFRQG� UHDVRQ� LV� WKDW�60(V�EHIRUH� WUDQVLWLRQ�ZHUH�RUJDQL]HG� DQG� UHSUHVHQWHG� E\� WKHLU
SURIHVVLRQDO� DVVRFLDWLRQV� �.LVRV]� DQG� .LRV]� ZHUH� PDGH� WKH� UHSUHVHQWDWLYHV� RI� VPDOO
HQWHUSULVHV�DQG�DUWLVDQV�LQ��������$OWKRXJK�WKLV�ZDV�XQGHU�WKH�FRQWURO�RI�WKH�RQO\�SDUW\
LQ�SRZHU�DQG�DOWKRXJK�WKHLU�PRQRSRO\�KDG�DOUHDG\�EHHQ�EURNHQ�LQ�������WKH\�FRXOG�DFW
DV�SUHVVXUH�JURXSV�DV�ILUVW�UHIRUP�DQG�WKHQ�WUDQVLWLRQ�VWDUWHG�

7KH�WKLUG��EHVW�HQGRZHG�W\SH�RI�60(V�IRXQG�LWV�RULJLQ�LQ�V\VWHPLF�FKDQJH��,QGHHG��WKLV
JURXS� LV� WKH� UHVXOW� RI� WZR� PDMRU� SURFHVVHV�� �D�� VHSDUDWLRQ� RI� WKH� KHDOWKLHVW� SDUWV� RI
������������������������������������������������
�� $FFRUGLQJ� WR� WKH� HYLGHQFH� TXRWHG� E\� /DNL� ������ LQ� SDUWLFXODU� SS�� �������� DQG� ����� VPDOO
HQWUHSUHQHXUV�H[SODLQ�WKLV�ODFN�RI�SDUWLFLSDWLRQ�ZLWK�DV\PPHWULF�LQIRUPDWLRQ�DQG�SHUVRQDO�QHWZRUNV�WR�WKH
DGYDQWDJH�RI� LQVLGHUV��%XW� WKHUH�DUH�PDQ\�RWKHU� UHDVRQV� WR� VXSSRUW� WKH�YLHZ� WKDW�PRVW� VPDOO� HQWHUSULVHV
IRXQG�WKH�HQYLURQPHQW�PRUH�XQIDYRXUDEOH�WR�WKHLU�DFWLYLW\�LQ�WKH�SRVW������SHULRG�

�� /DNL�����������TXRWHV�HYLGHQFH�VKRZLQJ�WKDW�LQ������RQO\�����SHU�FHQW�RI�WKRVH�HQWHUSULVHV�WKDW�ZHUH
HVWDEOLVKHG� PRUH� WKDQ� WZR� \HDUV� HDUOLHU� LPSOHPHQWHG� LQYHVWPHQWV� WR� SXUVXH� LQQRYDWLRQ� DQG� WHFKQLFDO
GHYHORSPHQW�LQ�WKH�ODVW�WZR�\HDUV�

�� $FFRUGLQJ�WR�WKH�VRXUFHV�TXRWHG�LQ�/DNL�����������3DUW\�PHPEHUV�ZHUH�RYHU�UHSUHVHQWHG�DPRQJ�TXDVL�
SULYDWH�VPDOO�HQWUHSUHQHXUV�DQG�WKH\�RIWHQ�DOVR�RFFXSLHG�NH\�SRVLWLRQV�LQ�WKH�VWDWH�SURGXFWLYH�DSSDUDWXV��,Q
WKLV�ZD\��WKH\�ZHUH�TXLWH�ZHOO�LQIRUPHG�RQ�WKH�LQYHVWPHQW�DQG�SURGXFWLRQ�SODQV�RI�62(V�



��

IRUPHU�62(V�ULJKW�EHIRUH�RU�GXULQJ�SULYDWL]DWLRQ��DQG��E��IRUHLJQ�GLUHFW� LQYHVWPHQW�� ,Q
IDFW�� WUXH�PRGHUQ� 
JUHHQ�ILHOG� SULYDWL]DWLRQ
� EDVHG� H[FOXVLYHO\� RQ� GRPHVWLF� FDSLWDO� KDV
EHHQ� UDWKHU� XQLPSRUWDQW� XQWLO� QRZ�� GXH� WR� WKH� HQGHPLF� ODFN� RI� SULYDWH� FDSLWDO�� WKH
FRQVHUYDWLYH� DQG� ULVN�DYHUVH� DWWLWXGH� RI� EDQNV� DQG� WKH� FRQFHQWUDWLRQ� RI� WKH� PRGHVW
DPRXQW�RI�FDSLWDO�LQ�SULYDWH�KDQGV�WR�EX\�HQWHUSULVHV�GXULQJ�SULYDWL]DWLRQ��7KLV�VHFWRU�LV
QHZ� RQO\� LQ� SDUW�� EHFDXVH� LW� LV� ODUJHO\� WKH� RXWFRPH� RI� WKH� UHRUJDQL]DWLRQ� DQG
PRGHUQL]DWLRQ� RI� WKH� ROG� LQGXVWULDO� DSSDUDWXV�� $OVR�� LW� LV� QRW� QHFHVVDULO\� PDGH� XS� RI
HQWLUHO\�SULYDWH�HQWHUSULVHV��0L[HG�RZQHUVKLS�LV�VSUHDG��LQYROYLQJ�WUXH�GRPHVWLF�SULYDWH
RZQHUVKLS�� IRUHLJQ�RZQHUVKLS� �QRW� QHFHVVDULO\�SULYDWH��� DQG� GRPHVWLF� VWDWH� RZQHUVKLS�
7KLV�VHFWRU�IRUPV�WKH�PRVW�G\QDPLF�DQG�PRGHUQ�SDUW�RI�WKH�+XQJDULDQ�HFRQRP\�

&RQVLGHULQJ�WKHLU�VL]H��VPDOO�HQWHUSULVHV�ZLWK�IHZHU�WKDQ����HPSOR\HHV��LQFOXGLQJ�DOVR
HQWHUSULVHV�RI�VROH�SURSULHWRUV�ZLWKRXW�HPSOR\HHV����GR�QRW�IRUP�D�KRPRJHQHRXV�JURXS
HLWKHU��:H�FDQ�GLVWLQJXLVK�IRXU�PDLQ�JURXSV��.),�����������������7KH�PRVW�QXPHURXV
RQH�LV�PDGH�RI�DOO�WKRVH�YHU\�VPDOO�EXVLQHVVHV�WKDW�RQO\�SD\�SHUVRQDO�LQFRPH�WD[��7KLV
JURXS�� WR� D� ODUJH� H[WHQW�� FRQVLVWV�PDLQO\� RI� VHOI�HPSOR\HG� LQGLYLGXDOV�ZKR�PDGH� WKLV
FKRLFH� RIWHQ� WR� HVFDSH� DFWXDO� RU� SRWHQWLDO� XQHPSOR\PHQW�� 7KHLU� QXPEHU� DPRXQWV� WR
DOPRVW� WZR�WKLUGV� ���� SHU� FHQW� LQ� ������ RI� DOO� VPDOO� HQWHUSULVHV�� EXW� WKHLU� VKDUH� LQ
QXPEHU� RI� MREV� LV� DURXQG� RQH� WKLUG� DQG� WKHLU� VKDUH� LQ� WXUQRYHU� LV� D� EDUH� ��� SHU� FHQW�
7KHLU� VLWXDWLRQ� ZDV� TXLWH� GLIILFXOW� XQWLO� ����� DQG� LW� ZDV� RQO\� LQ� ����� WKDW� WKHLU
�UHJLVWHUHG�� LQFRPH� LQFUHDVHG� VXEVWDQWLDOO\�� WKDQNV� WR� FKDQJHV� LQWURGXFHG� LQ� WKH� WD[
V\VWHP�� 7KHLU� LQYHVWPHQW� OHYHO� QRQHWKHOHVV� UHPDLQV� H[FHSWLRQDOO\� ORZ�� ,Q� VSLWH� RI� WKH
PRVW� UHFHQW� UHYLYDO�� WKH� DERYH� GDWD� VXJJHVW� WKDW� PXFK� WD[� HYDVLRQ� LV� KLGGHQ� LQ� WKLV
JURXS�

$�VHFRQG�JURXS�LV�PDGH�RI�PLFUR�HQWHUSULVHV��ZLWK�OHVV�WKDQ����HPSOR\HHV��LQ�FRPSDQ\
IRUP� �WiUVDV�PLNURYiOODONR]iV��� 7KHLU� QXPEHU� LV� DSSUR[LPDWHO\� RQH� WKLUG� RI� DOO� VPDOO
HQWHUSULVHV�����SHU�FHQW�LQ��������EXW�WKHLU�ZHLJKW�LQ�HPSOR\PHQW�DQG�LQ�WXUQRYHU��VDOHV
SURFHHGV�� LV� JUHDWHU� �UHVSHFWLYHO\� ��� SHU� FHQW� DQG� ��� SHU� FHQW��� 7KHLU� VLWXDWLRQ� LV
VRPHZKDW�EHWWHU�WKDQ�WKDW�RI�WKH�SUHYLRXV�JURXS��DOWKRXJK�LPSURYLQJ�PRUH�VORZO\�WKDQ
WKH�HFRQRP\�RQ�DYHUDJH��,QYHVWPHQW�LV�DOVR�UDWKHU�ORZ�LQ�WKHLU�FDVH�

6PDOO�HQWHUSULVHV��������HPSOR\HHV��LQ�FRPSDQ\�IRUP��WiUVDV�NLVYiOODONR]iV��PDNH�XS
WKH�WKLUG�JURXS��$OWKRXJK�WKLV�JURXS�LV�VPDOO�LQ�WHUPV�RI�QXPEHUV����SHU�FHQW�RI�WKH�WRWDO
RI�VPDOO�HQWHUSULVHV���LW�LV�YHU\�LPSRUWDQW�LQ�WHUPV�RI�ERWK�HPSOR\PHQW�����SHU�FHQW��DQG
HYHQ�PRUH� VR� LQ� WXUQRYHU� ���� SHU� FHQW��� 7KHLU� UHOHYDQFH�PDLQO\� OLHV� LQ� WKHLU� VXSHULRU
SHUIRUPDQFH�VLQFH�WKLV�JURXS�KDV� WKH�EHVW� ODERXU�SURGXFWLYLW\�DQG�FDSLWDO�HIILFLHQF\�RI
DOO�+XQJDULDQ�HQWHUSULVHV��$OWKRXJK�WKHLU�LQYHVWPHQW�FDSDFLW\�LV�OLPLWHG��EXW�WKH�EHVW�LQ
WKH�JURXS�RI�VPDOO�HQWHUSULVHV��DQG�WKH�DYHUDJH�WD[�EXUGHQ�LV�WKH�KLJKHVW��ERWK�WXUQRYHU
DQG� H[SRUWV� DUH� UDSLGO\� LQFUHDVLQJ�� WKH� IRUPHU�PRUH� WKDQ� WKH� HFRQRP\� DYHUDJH�� $OVR
WKHLU�SURILWDELOLW\�LV�DPRQJ�WKH�EHVW��RQO\�PHGLXP�VL]HG�HQWHUSULVHV�IDUH�EHWWHU��

7KH�IRXUWK�JURXS�LQFOXGHV�VPDOO�LQGLYLGXDO�HQWUHSUHQHXUV�ZLWK����WR����HPSOR\HHV��7KLV
LV� D� YHU\� VPDOO� JURXS� RI� HQWHUSULVHV� ����� SHU� FHQW� RI� VPDOOHU� HQWHUSULVHV��� DOWKRXJK� LWV

������������������������������������������������
�� 7KH�+XQJDULDQ�&62�GRHV�QRW�LQFOXGH�DPRQJ�HQWHUSULVHV�WKRVH�LQGLYLGXDO�EXVLQHVVHV�WKDW�SD\�SHUVRQDO
WD[HV�EXW�GR�QRW�SD\�FRPSDQ\�WD[HV��7KH\�DUH�LQFOXGHG�LQ�WKH�IDPLO\�VHFWRU�
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SHUIRUPDQFH�LV�UHPDUNDEOH�LQ�WHUPV�RI�ERWK�HPSOR\PHQW����SHU�FHQW��DQG�WXUQRYHU����SHU
FHQW��

$ORQJ�ZLWK� VL]H� DQG� OHJDO�RUJDQL]DWLRQDO� GLIIHUHQFHV�� LW� LV� LPSRUWDQW� WR�XQGHUVWDQG� WKH
HYROXWLRQ�RI�WKHVH�GLIIHUHQW�JURXSV�RI�HQWHUSULVHV��7KHUH�LV�VRPH�GLIIHUHQFH�RI�RSLQLRQ�LQ
WKH�FRXQWU\�RQ�WKHVH�IHDWXUHV��EXW�PRVW�REVHUYHUV�VWUHVV� WKH�SUHYDLOLQJ�WUDGLWLRQDO�� ULVN�
DYHUVH�DQG� LQ�D�FHUWDLQ� VHQVH� HYHQ� UHQW�VHHNLQJ� FKDUDFWHU� RI� WKHVH�YHQWXUHV�� ,W� LV� RIWHQ
VWUHVVHG� WKDW� WKH�RULJLQ�RI�VPDOO�HQWHUSULVHV� LV�PRUH� WKH� UHVXOW�RI� WKH�GHYROXWLRQ�RI� WKH
VWDWH�DQG�FR�RSHUDWLYH�VHFWRUV�UDWKHU�WKDQ�LQ�D�JHQXLQH�JUHHQILHOG�LQYHVWPHQW��0RVW�RI�WKH
HQWHUSULVHV�ZHUH� HVWDEOLVKHG�ZLWK� MXVW� WKH� OHJDO�PLQLPXP� DPRXQW� RI� FDSLWDO��ZKLFK� LV
YHU\� ORZ�� ,W� LV� DOVR� IRU� WKLV� UHDVRQ� WKDW� VPDOO� HQWHUSULVHV� DUH� VR� FRQFHQWUDWHG� LQ� ORZ
FDSLWDO� LQWHQVLW\� WUDGLWLRQDO� DFWLYLWLHV�� 7KHVH� HQWHUSULVHV� GR� QRW� ZDQW� WR� JURZ� DQG� DUH
FRQVHTXHQWO\� XQOLNHO\� WR� SURGXFH� D� JURXS� RI� PRGHUQ� 60(V� �/DN\� ������ .XF]L� DQG
0DNy�������

$ORQJ�DQG�EH\RQG�KHWHURJHQHLW\�RI�RULJLQ��LW�LV�LPSRUWDQW�WR�DVVHVV�VSHFLILF�GHYHORSPHQW
SHUVSHFWLYHV�ZKHQ� DQDO\VLQJ� D� SKHQRPHQRQ� WKDW� LV� E\� QDWXUH� VR� YDULHJDWHG�� 'LIIHUHQW
IHDWXUHV�RI�60(V�DOVR�UHIOHFW�LQ�YDU\LQJ�GHJUHHV�RI�RSWLPLVP�RQ�WKH�IXWXUH�DQG�GLIIHUHQW
LQWHUQDO� RUJDQL]DWLRQ�� $ORQJ� ZLWK� DQ� LPSRUWDQW� JURXS� RI� PRVWO\� VPDOO� 60(V� ZKHUH
VWDJQDWLRQ�� WUDGLWLRQDO� LQWHUQDO� RUJDQL]DWLRQ� DQG� SHVVLPLVP� SUHYDLO�� WKHUH� LV� DOVR� DQ
LPSRUWDQW� JURXS� RI� VPDOO� HQWHUSULVHV� ±� DSSDUHQWO\� RULJLQDWHG� WKURXJK� JUHHQ�ILHOG
LQYHVWPHQW� ±� WKDW� DUH� ZHOO� HVWDEOLVKHG� DQG� SODQ� WKH� IXWXUH� ZLWK� LQFUHDVLQJ� RSWLPLVP
�/DNL� ������ ���������� ,QGHHG�� D� SDUW� RI� WKHP� LQWHQGV� RU� LV� SODQQLQJ� WR� LQFUHDVH
HPSOR\PHQW� DQG� LPSOHPHQW� LQYHVWPHQWV�� HYHQ� LPSRUWDQW� RQHV���� 7KLV� PD\� EH
UHPDUNDEOH�LQ�DQ�HQYLURQPHQW� WKDW�ZDV�YHU\�GLIILFXOW�DQG�XQWLO� UHFHQWO\�XQIULHQGO\��/HW
XV� UHPHPEHU� WKDW� VPDOO� HQWHUSULVHV� VHOO� DSSUR[LPDWHO\� KDOI� RI� WKHLU� SURGXFWLRQ� WR
IDPLOLHV�DQG�WKDW�UHDO�LQFRPH�RI�IDPLOLHV�KDV�EHHQ�IDOOLQJ�XQWLO������DQG�VWDUWHG�WR�JURZ
RQO\�LQ������� WKDW�VPDOO�HQWHUSULVHV�KDG�WR� UHFRYHU�VHW�XS�FRVWV� LQ�VXFK�FLUFXPVWDQFHV�
WKDW� WKH\� KDG� WR� OHDUQ� WR� EH� LQGHSHQGHQW� LQ� D� ODUJHO\� QHZ� HQYLURQPHQW� DQG� HFRQRPLF
V\VWHP��WKDW�KDG�WR�UH�HVWDEOLVK�QHWZRUNV�DQG�ILQG�PDUNHWV�WKDW�WKH�WUDQVLWLRQ�MHRSDUGL]HG
RU�WKDW�KDG�RQO\�VOLJKWO\�GHYHORSHG�

7KHVH� HQWHUSULVHV� DGDSWHG� ZHOO� WR� PDUNHW� HQYLURQPHQW� DQG� VWDUW� WR� VKRZ� WKH� LQWHUQDO
RUJDQL]DWLRQ� ±� LQ� SDUWLFXODU� LQ� WKH� ODERXU� PDUNHW� ±� W\SLFDO� RI� VXFFHVVIXO� PDUNHW
HQWHUSULVHV��7KH\�DUH�DOVR�WU\LQJ�WR�FUHDWH�DQ�LQWHUQDO�FOLPDWH�WKDW�IDYRXUV�FR�RSHUDWLRQ
DQG�WR�EXLOG�SHUPDQHQW�UHODWLRQV�ZLWK�WKHLU�NH\�HPSOR\HHV�E\�UHZDUGLQJ�WKHP�ZHOO�DQG
JLYLQJ�WKHP�D�UROH�DQG�UHVSRQVLELOLW\�WKDW�VWLPXODWHV�WKHLU�DFWLYH�SDUWLFLSDWLRQ�LQ�WKH�OLIH
RI� WKH� HQWHUSULVH�� 7KHVH� SHRSOH�� E\� WKH� LQWHUDFWLRQ� RI� WKHLU� VNLOOV� DQG� H[SHULHQFH�� DUH
EHFRPLQJ�VSHFLILF�WR�D�SDUWLFXODU�HQWHUSULVH��,W�LV�LQ�WKLV�JURXS�WKDW�SRWHQWLDO�QHWZRUNLQJ
DQG�WKH�GHYHORSPHQW�RI�ORFDO�SURGXFWLYH�V\VWHPV�FRXOG�WDNH�SODFH�

7KH�GLYHUJHQW�VLWXDWLRQV�DQG�SHUVSHFWLYHV�RI�VPDOO�HQWHUSULVHV�GHULYH�IURP�WKUHH�IDFWRUV�
�D�� WKH� GLIIHUHQW� FDSDELOLW\� IHDWXUHV� RI� HQWHUSULVHV� DQG� HQWUHSUHQHXUV�� LQFOXGLQJ� WKHLU
������������������������������������������������
�� $FFRUGLQJ� WR�.),� ������ �������� DQG�.),� ������ ��������� ���� SHU� FHQW� RI� WKHVH� HQWHUSULVHV� ZHUH
SODQQLQJ� WR� LQFUHDVH� ERWK� HPSOR\PHQW� DQG� LQYHVWPHQW� DQG� ����� SHU� FHQW� WR� LQFUHDVH� DW� OHDVW� RQH�� 7KH
UHPDLQLQJ������SHU�FHQW�LV�SODQQLQJ�QR�JURZWK��7KH�VXUYH\�ZDV�FDUULHG�RXW�LQ�2FWREHU������RQ�D�VDPSOH�RI
�����VPDOO�HQWHUSULVHV�
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WHFKQLFDO�� RUJDQL]DWLRQDO� DQG� PDUNHW� NQRZOHGJH�� QHWZRUNLQJ� DQG� EDUJDLQLQJ� VNLOOV
�ODUJHO\� FRLQFLGLQJ� ZLWK� VL]H��� �E�� WKHLU� EUDQFK� RI� DFWLYLW\�� �F�� WKHLU� GRPLQDQW� VDOH
PDUNHW�� DQG� RWKHU�� VXFK� H[RJHQRXV� IDFWRUV�� DV� SROLFLHV�� UHJLRQDO� ORFDWLRQ� DQG� FKDQFH
�H�J�� D� IRUHLJQ� LQYHVWPHQW� WKDW� IRVWHUV� GHPDQG� IRU� VXEFRQWUDFWLQJ��� 0HGLXP�VL]HG
HQWHUSULVHV� KDYH� WKH� EHVW� SURVSHFWV� DQG� DUH� PRUH� RSWLPLVWLF� DERXW� WKH� IXWXUH�� 7KH
RSWLPLVP� RI� VPDOOHU� HQWHUSULVHV� GHFUHDVHV� ZLWK� WKHLU� VL]H� �.),� ������ ��������� .),
������ ���������� ,W� LV� QR� VXUSULVH� WR� ILQG� WKDW� PRVW� JURZLQJ� VPDOO� HQWHUSULVHV� DUH� LQ
JURZLQJ�EUDQFKHV��VXFK�DV�PDQXIDFWXULQJ��WUDGH��UHDO�HVWDWH�EXVLQHVV��FRPSXWHU�VHUYLFHV
DQG� WKH� EXLOGLQJ� LQGXVWU\�� 0RVW� VWDJQDWLQJ� RU� VKULQNLQJ� VPDOO� HQWHUSULVHV� RSHUDWH� LQ
VWDJQDWLQJ�DQG�GHFUHDVLQJ�EUDQFKHV�VXFK�DV�WUDQVSRUW��FDWHULQJ��HGXFDWLRQ�DQG�KHDOWKFDUH�

7KHUH� LV� D� UDWKHU� SUHFLVH� UHODWLRQ� EHWZHHQ� OHJDO� IRUP� DQG� ILQDO�PDUNHW��$PRQJ�60(V
WKDW� VHOO� PDLQO\� LQ� WKH� UHWDLO� PDUNHW� WKHUH� LV� D� GHFLVLYH� SUHSRQGHUDQFH� RI� VROH
SURSULHWRUVKLS��JHQHUDOO\�YHU\�VPDOO�LQ�VL]H��60(V�VHOOLQJ�WR�RWKHU�HQWHUSULVHV�DUH�PDLQO\
SDUWQHUVKLSV�ZLWK�UHOHYDQW�IRUHLJQ�RZQHUVKLS��:KLOH�RSWLPLVP�RQ�WKH�HFRQRP\�DQG�RZQ
VLWXDWLRQ� LPSURYHV� ZLWK� VL]H� �.),� ������ ���������� WKHUH� DOVR� LV� D� UDWKHU� SUHFLVH
FRUUHVSRQGHQFH�EHWZHHQ�LQFOLQDWLRQ�WR�JURZWK�DQG�SUHYDLOLQJ�VDOHV�WR�RWKHU�HQWHUSULVHV�
,Q�WKH�FDVH�RI�JURZLQJ�HQWHUSULVHV�WKHUH�LV�DOVR�D�PXFK�ODUJHU�VKDUH�RI�VDOHV�WR�WKH�SXEOLF
VHFWRU� DQG� WR� IRUHLJQ� PDUNHWV�� 7yWK� �����E�� ILQGV� DQ� LPSRUWDQW� SRVLWLYH� FRUUHODWLRQ
EHWZHHQ� JURZWK� RI� HPSOR\PHQW� DQG� RI� H[SRUWV�� 7KHUHIRUH�� ZH� FDQ� FKDUDFWHUL]H� WKH
W\SLFDO� JURZLQJ� HQWHUSULVH� DV� D� SDUWQHUVKLS�ZLWK� DQ� LPSRUWDQW� VKDUH� RI� IRUHLJQ� FDSLWDO
VHOOLQJ� PRVWO\� WR� RWKHU� HQWHUSULVHV� DQG� RSHUDWLQJ� LQ� H[SDQGLQJ� EUDQFKHV�� 6WDJQDWLQJ
HQWHUSULVHV� DUH� XVXDOO\� VROH� SURSULHWRUVKLSV� LQ� GRPHVWLF� RZQHUVKLS�� RSHUDWLQJ� LQ
VWDJQDWLQJ�EUDQFKHV�DQG�VHOOLQJ�WR�UHWDLO�PDUNHW�

,W� LV� LQWHUHVWLQJ� WR� ILQG�� WKDW� LQ�%XGDSHVW�� WKH� ODUJHO\�GRPLQDQW�HFRQRPLF�FHQWUH�RI� WKH
FRXQWU\��WKHUH�LV�WKH�ORZHVW�VKDUH�RI�JURZLQJ�VPDOO�HQWHUSULVHV�DQG�WKH�KLJKHVW�VKDUH�RI
WKRVH� VWDJQDWLQJ�� 7KH� EHVW� RII� UHJLRQV� DUH� WKRVH� RI� SUH�H[LVWLQJ� LQGXVWULDOL]DWLRQ� DQG
WKRVH�ZKHUH� HFRQRPLF� GHYHORSPHQW� LV� SXOOHG� E\� IRUHLJQ� LQYHVWPHQW� �RIWHQ� FRLQFLGLQJ
ZLWK� WKH� IRUPHU��RU� E\�SROLF\�SDFNDJHV�RI� FULVLV�PDQDJHPHQW� ILQDQFHG�E\� WKH� VWDWH� RU
LQWHUQDWLRQDO� RUJDQL]DWLRQV� �.),� ������ ���������� 2QH� IXUWKHU� DVSHFW� WKDW� GHVHUYHV
FDUHIXO�DWWHQWLRQ�FRQVLVWV�LQ�WKH�GLVWRUWLRQ�RI�PDUNHWV�DQG�FRPSHWLWLRQ��%DUD�������WKDW
PD\�HDVLO\�MHRSDUGL]H�WKH�IXWXUH�RI�60(V�

��� (QWHUSULVH�QHWZRUNV

,Q�WKH�SHULRG�VLQFH�WKH�EHJLQQLQJ�RI�WUDQVLWLRQ��D�SDUW�RI�+XQJDULDQ�60(V�KDYH�EHJXQ�WR
GHYHORS� QHZ� SDWWHUQV� RI� LQWHUUHODWLRQVKLSV���� ,Q� IDFW�� DQ� LQFUHDVLQJ� QXPEHU� RI� VPDOO
HQWHUSULVHV� DUH�SXUVXLQJ�JUHDWHU� VSHFLDOL]DWLRQ�E\� QDUURZLQJ� WKHLU� SURGXFWLYH� VSHFWUXP
�/DNL����������������������7KH\�DOVR� LQFUHDVLQJO\� UHO\�RQ�QHJRWLDWHG� 
IULHQGO\
�PDUNHW
GLYLVLRQ� DQG� RWKHU� IRUPV� RI� LQWHU�HQWHUSULVH� FR�RSHUDWLRQ�� ,QWHUHVWLQJO\�� PRVW� RI� WKHVH
WUXVW�DQG�FR�RSHUDWLRQ�UHODWLRQV�ZHUH�GHYHORSHG�E\�WKH�SUHVHQW�HQWUHSUHQHXUV�EHIRUH�WKH
WUDQVLWLRQ��7KHUH�DSSDUHQWO\�DUH�DQ�LQFUHDVLQJ�QXPEHU�RI�VXFFHVVIXO�FDVHV�RI�WKLV�NLQG�RI

SULPLWLYH
�QHWZRUNLQJ��FRPSOHPHQWHG�E\�PRUH�VRSKLVWLFDWHG�IRUPV��VXFK�DV�SULFH�IL[LQJ
FDUWHOV�
������������������������������������������������
�� 2Q�WKH�UROH�RI�60(V�LQ�VR�FDOOHG�2XWZDUG�3URFHVVLQJ�7UDIILF��237��QHWZRUNV��VHH�3HOOHJULQ������
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7KHUH�DOVR� LV�D� WRWDOO\�GLIIHUHQW�GHYHORSPHQW�� ,Q�RUGHU� WR�GLYHUVLI\� ULVN� LQ�DQ�XQFHUWDLQ
DQG� GHSUHVVHG� HFRQRPLF� HQYLURQPHQW�� PDQ\� VPDOO� HQWHUSULVHV� HQWHU� FRQWUDFWXDO
DJUHHPHQWV� ZLWK� ODUJH� HQWHUSULVHV� HLWKHU� DV� SURGXFHUV� RI� FRPSRQHQWV� RU� VXSSOLHUV� RI
PDLQWHQDQFH��UHSDLU�DQG�VDOH�VHUYLFHV��$Q�LQHYLWDEOH�FRQVHTXHQFH�RI� WKLV�FKRLFH� LV� WKDW
VPDOO�HQWHUSULVHV�JLYH�XS�RWKHU�PDUNHWV�DQG�DXWRQRP\�LQ�H[FKDQJH�IRU�JUHDWHU�VDIHW\�DQG
OXFUDWLYH�EXVLQHVV�

7KH� TXHVWLRQ� RI� FRQFHUQ� KHUH� LV� ZKHWKHU� WKHVH� LQWHUUHODWLRQVKLSV� VKRZ� DQ\� VLJQ� RI
SRVVLEOH�DQG�FRQVLVWHQW�GHYHORSPHQW�RI�ORFDO�SURGXFWLYH�V\VWHPV��7KLV�LV�D�IXQGDPHQWDO
SUHFRQGLWLRQ� WR� FRQVLGHU� ZKHWKHU� DQG� ZKDW� NLQG� RI� SROLFLHV� FRXOG� RU� VKRXOG� EH
LPSOHPHQWHG��7KH�DQDO\VLV�RI�WKH�UHVXOWV�RI�D�UHVHDUFK�SURMHFW�RQ�WKH�WD[DWLRQ�DQG�PDUNHW
HQYLURQPHQW�RI�60(V�LQ�+XQJDU\�FDUULHG�RXW�LQ�HDUO\�VSULQJ������DQG�SUHYLRXV�DQDO\VHV
KHOS�WKURZLQJ�VRPH�OLJKW�RQ�WKH�WRSLF���

%\�������WKH�FUXFLDO�SHULRG�IRU�UHVWUXFWXULQJ�WKH�+XQJDULDQ�HFRQRPLF�V\VWHP�ZDV�RYHU
DQG�WKH�+XQJDULDQ�LQGXVWU\�VWDUWHG�WR�JURZ��8QWLO������� WKH�GRPLQDQW� ODUJH�HQWHUSULVHV
ZHUH�EDVLFDOO\�VHOI�VXIILFLHQW�VLQFH�WKH\�EDUHO\�UHOLHG�RQ�VXE�FRQWUDFWRUV��$OVR�PHGLXP�
VL]HG�HQWHUSULVHV��ZLWK���������HPSOR\HHV��VLJQLILFDQWO\�GHFUHDVHG�WKH�QXPEHU�RI�WKHLU
ODUJH�EXVLQHVV�SDUWQHUV�� DOWKRXJK� WKH\�ZHUH� GHYHORSLQJ� FORVHU� UHODWLRQVKLSV�ZLWK� RWKHU
PHGLXP�VL]HG� HQWHUSULVHV�� 7KH� PDLQ� UHDVRQ� IRU� WKLV� VL]H� DXWDUFK\� ZDV� PDUNHW� DQG
SD\PHQW� XQFHUWDLQW\�� 6WDWH� RZQHG� ODUJH� HQWHUSULVHV� LQ� SDUWLFXODU� KDG� DQG� FRQWLQXH� WR
KDYH� OLTXLGLW\� SUREOHPV� DQG� DFFXPXODWH� SD\PHQW� DUUHDUV�� &RQVHTXHQWO\�� VPDOOHU
HQWHUSULVHV� WULHG� WR� EHFRPH� LQGHSHQGHQW� IURP� WKHP� LQ� RUGHU� WR� DYRLG� JUHDWHU� ULVN� RI
IUHTXHQW�EUHDNV�LQ�SD\PHQW�DQG�FRQWUDFWXDO�GLVFLSOLQH�DQG�WKH�XQFHUWDLQW\�GHULYLQJ�IURP
WKH�SUHFDULRXV�VLWXDWLRQ�RI�ODUJH�HQWHUSULVHV��3UHYLRXVO\�H[LVWLQJ�EXVLQHVV�UHODWLRQV�ZHUH
RIWHQ�LQWHUUXSWHG�DQG�D�SRODUL]DWLRQ�RI�LQWHU�HQWHUSULVH�UHODWLRQVKLSV�WRRN�SODFH��UHOLDEOH
HQWHUSULVHV� ZLWK� JRRG� SD\PHQW� UHFRUG� SUHIHUUHG� EXVLQHVVHV� ZLWK� RWKHU� UHOLDEOH
HQWHUSULVHV��ZKLOH�XQUHOLDEOH�HQWHUSULVHV��RIWHQ�ZLWK�OLTXLGLW\�SUREOHPV�DQG�SD\PHQW�DQG
WD[�DUUHDUV��ZHUH�VHJUHJDWHG��7KH�ODWWHU�JURXS�LQFOXGHG�RQO\�GRPHVWLF�FRPSDQLHV��ZKLOH
YLUWXDOO\� DOO� IRUHLJQ�RZQHG�FRPSDQLHV� MRLQHG� WKH� IRUPHU�JURXS��*URZWK� KDV� DOVR� EHHQ
FRQFHQWUDWHG�LQ�WKH�IRUPHU�JURXS�RI�HQWHUSULVHV�

7KH� VXUYH\� VKRZV� WKDW� VL]H� LV� QRW� UHOHYDQW� LQ� GHWHUPLQLQJ� ILQDQFLDO� GLVFLSOLQH� DQG
OLTXLGLW\� SUREOHPV� ZKLFK� DUH� LQGHHG� VWURQJO\� EUDQFK�VSHFLILF�� /HVV� GLVFLSOLQHG
HQWHUSULVHV� ZLWK� OLTXLGLW\� SUREOHPV� DUH� FRQFHQWUDWHG� LQ� FRQVWUXFWLRQ� DQG� SDUWO\� LQ
PDQXIDFWXULQJ�� OHVV� VR� LQ� WUDGH�� 7KHVH� SKHQRPHQD� DOVR� GLIIHU� V\VWHPDWLFDOO\� E\
RZQHUVKLS�W\SH��EHLQJ�SDUWLFXODUO\�LPSRUWDQW�DPRQJ�HQWHUSULVHV�LQ�SXEOLF�RZQHUVKLS�DQG
OHDVW�LPSRUWDQW�DPRQJ�IRUHLJQ�RZQHG�HQWHUSULVHV�

7KH� GHYHORSPHQW� RI� EXVLQHVV� QHWZRUNV� LV� QRW� DFFRPSDQLHG� E\� VLJQLILFDQW� FURVV
RZQHUVKLS� ZKLFK� GHYHORSHG� LQ� D� FHUWDLQ� PHDVXUH� XS� WR� ����� EXW� GHFUHDVHG� LQ� WKH
IROORZLQJ�\HDUV�VR�WKDW�HIIHFWLYH�FURVV�RZQHUVKLS�OLQNV�DUH�QRZ�WUXO\�H[FHSWLRQDO��7KLV�LV
������������������������������������������������
�� 6HH� 7yWK� ����D� DQG� WKH� OLWHUDWXUH� TXRWHG� WKHUHLQ�� 7KH� VXUYH\� ZDV� FDUULHG� RXW� E\� PHDQV� RI� VHOI�
FRPSOHWHG�TXHVWLRQQDLUHV�WKDW�ZHUH�DQVZHUHG�E\�����HQWHUSULVHV�FKRVHQ�RXW�RI�D�VDPSOH�RI������ILUPV�RI
GLIIHUHQW�VL]HV�DERYH����HPSOR\HHV�WKDW�RSHUDWH�LQ�PDQXIDFWXULQJ��FRQVWUXFWLRQ�DQG�WUDGH��6XE�FRQWUDFWLQJ
ILUPV�ZHUH�H[FOXGHG�IURP�WKLV�VXUYH\�
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VR� IRU� DOO� EXW� VPDOOHU� FRPSDQLHV�� ZKHUH� WKH� SUREDELOLW\� RI� RZQHUVKLS� OLQNV� LQFUHDVHG
GXULQJ� WKH� ILUVW� KDOI� RI� WKH� ����V�� $V� WR� ODUJH� DQG� PHGLXP�VL]HG� FRPSDQLHV�� OLPLWHG
FURVV�RZQHUVKLS� VXSSRUWV�EXVLQHVV� UHODWLRQVKLSV��$ERXW�KDOI�RI� WKH� FRPSDQLHV� FRYHUHG
E\�WKH�VXUYH\�UHSRUWHG�WKDW�DPRQJ�WKH�FRPSDQ\�RZQHUV�RU�WKH�FRPSDQLHV�WKH\�RZQ�WKHUH
LV�DW�OHDVW�RQH�ZLWK�ZKLFK�WKH\�KDYH�VXSSOLHU�UHODWLRQVKLSV��7KLV� LV�SDUWLFXODUO\�WUXH�IRU
FRPSDQLHV� ZLWK� IRUHLJQ� RZQHUVKLS�� 7KHVH� OLQNV� XVXDOO\� JR� WRJHWKHU� ZLWK� WKH� XVH� RI

WUDQVIHU� SULFHV
�� 7KLV� VXJJHVWV� WKDW�� DOWKRXJK� OHJDOO\� LQGHSHQGHQW�� WKHVH� FRPSDQLHV
DFWXDOO\�IRUP�XQLILHG�EXVLQHVV�QHWZRUNV�WKDW�LQFOXGH�HQWHUSULVHV�WKDW�DUH�VLPLODU�LQ�PDQ\
UHVSHFWV�� LQFOXGLQJ� RZQHUVKLS�� &RQVHTXHQWO\�� GRPHVWLFDOO\� RZQHG� HQWHUSULVHV� VHOGRP
HQWHU�WKH�QHWZRUNV�RI�IRUHLJQ�RZHG�HQWHUSULVHV�

1HWZRUNV�DUH�DSSDUHQWO\� UDWKHU� ORRVH�DQG�XQVWDEOH�� EXW� SRWHQWLDOO\� VLJQLILFDQW��6PDOOHU
HQWHUSULVHV� HLWKHU� VHOO� WR� KRXVHKROGV� RU� WKH\� DUH� WKH� VXSSOLHUV� RI� ODUJHU� GRPHVWLF
FRPSDQLHV��0HGLXP�VL]H�RU�ODUJH�GRPHVWLF�HQWHUSULVHV�GR�EXVLQHVV�LQ�WKHLU�JURXS�RU�VHOO
WR� IRUHLJQ� FRPSDQLHV�� (QWHUSULVHV� RZQHG� E\� IRUHLJQHUV� XVXDOO\� VHOO� WR� IRUHLJQ� ORFDWHG
FRPSDQLHV��7KHVH�IHDWXUHV�VXJJHVW�D�UDWKHU�FOHDUO\�VHJPHQWHG�VWUXFWXUH��LQ�ZKLFK�VPDOOHU
GRPHVWLF�HQWHUSULVHV�SURGXFH�EDVHG�RQ�UHODWLRQVKLSV�EHWZHHQ�IDPLOLHV�RU�DFTXDLQWDQFHV�
7KH\� XVXDOO\� GR� QRW� VXSSO\� WUDQVQDWLRQDO� FRPSDQLHV� RU� RWKHU� FRPSDQLHV� DEURDG�
1HWZRUNV� DUH� EDVHG� RQ� VXFK� IDFWRUV� DV� WKH� RXWVWDQGLQJ� LPSRUWDQFH� RI� WUXVW� DQG
UHSXWDWLRQ�� WKH� IHHOLQJ� RI� EHORQJLQJ� WR� D� PLQRULW\� JURXS� �VXFK� DV� *HUPDQV��� VRPH
RUJDQL]DWLRQV� WKDW� GHYHORS� DW� WKH� ORFDO� OHYHO�� IRXQGDWLRQV� IRU� SURPRWLQJ
HQWUHSUHQHXUVKLS�� HQWUHSUHQHXULDO� FOXEV�� DQG� LQIRUPDO� JURXSV� RI� GLIIHUHQW� W\SH�
,QVWLWXWLRQV� DQG� RUJDQL]DWLRQV� VWUHQJWKHQ� WKH� PXWXDO� SHUFHSWLRQ� RI� D� EDODQFHG� PL[� RI
GXWLHV� DQG� H[SHFWDWLRQV��ZKLFK� LQ� WXUQ� IDYRXUV� FR�RSHUDWLRQ�� /DUJH� HQWHUSULVHV� KDYH� D
IXQGDPHQWDO� UROH� LQ� KHOSLQJ� WR� HVWDEOLVK� VPDOO� EXVLQHVVHV� DQG� VXSSRUWLQJ� WKHLU
GHYHORSPHQW�ZLWK�HTXLSPHQW�DQG�RWKHU�IDFLOLWLHV��WHFKQLFDO�DGYLFH�DQG�GHPDQG��:LWKLQ
WKH�SURSHU�HQYLURQPHQW��GLIILFXOWLHV� �VXFK�DV� ODFN�RI�FDSLWDO� DQG� OLPLWHG�DYDLODELOLW\�RI
JRRG�PDFKLQHV��SXVK�HQWUHSUHQHXUV�WR�LQWHQVLYH��GHHSHQLQJ�DQG�HQODUJLQJ�FR�RSHUDWLRQ�
&KDQFH�IDFWRUV��VXFK�DV�WKH�DUULYDO�RI�LPSRUWDQW�RUGHUV�IURP�IRUHLJQ�HQWHUSULVHV�IRU�VHULDO
SURGXFWLRQ�RI�D�SDUWLFXODU�SURGXFW�KDYH�VLPLODU�HIIHFWV��.XF]L�DQG�0DNy�������

7KHVH�ILQGLQJV�VXJJHVW�WKDW�PDUNHW�VHJPHQWDWLRQ�LV�DOUHDG\�HVWDEOLVKHG�LQ�WKH�+XQJDULDQ
HFRQRP\��ZKHUHE\�HQWHUSULVHV�ZLWK�GLIIHUHQW�RZQHUVKLS�DQG�VL]H�FKDUDFWHULVWLFV�RSHUDWH
LQ�GLIIHUHQW�VHJPHQWV�DQG�FRPSHWLWLRQ�LV�SULPDULO\�ZLWKLQ�HDFK�VHJPHQW��&RQVHTXHQWO\�
WKHUH�EDUHO\�LV�DQ\�UHDO�FRPSHWLWLRQ�DPRQJ�HQWHUSULVHV�EHORQJLQJ�LQ�GLIIHUHQW�VHJPHQWV�
LQ�SDUWLFXODU�EHWZHHQ�IRUHLJQ�RZQHG�DQG�+XQJDULDQ�HQWHUSULVHV�

��� 7KH�FRQVHTXHQFHV�RI�WUDQVLWLRQDO�GHSUHVVLRQ�DQG�JHQHUDO�SROLFLHV

7KH� EHJLQQLQJ� RI� WKH� WUDQVLWLRQ� FRLQFLGHG�ZLWK� D� GHHS� DQG� SURORQJHG� HFRQRPLF� FULVLV
WKDW� VWURQJO\� DIIHFWHG� 60(V�� 6PDOO� SULYDWH� SURGXFHUV� H[SDQGHG� WKHLU� PDUNHW� VKDUH
GXULQJ� WKH� ����V�� EXW� WKHLU� WUDGLWLRQDO� PDUNHWV� ZLWQHVVHG� D� GHHS� FULVLV� LQ� WKH� ����V�
6PDOO�ILUPV�JHQHUDOO\�SURGXFHG�IRU�ILQDO�FRQVXPHUV�DQG�FRQVXPHUV
�LQFRPH�DQG�GHPDQG
GUDPDWLFDOO\�IHOO�GXULQJ�WKLV�SHULRG��,Q�VSLWH�RI�WKLV��WKH�QXPEHU�RI�VPDOO�ILUPV�H[SORGHG
DQG�WKHLU�PDUNHW�VKDUH�LQFUHDVHG�VXEVWDQWLDOO\��7KH�DFWLYLW\�RI�LQGLYLGXDO�HQWHUSULVHV�DOVR
LQFUHDVHG�� ,W� ZDV� WKH� VWDWH� VHFWRU� WKDW� VKUDQN� PRVW� UDSLGO\�� ZKLFK� RSHQHG� QHZ� DQG
LQFUHDVLQJ�URRP�IRU�SULYDWH�SURGXFHUV�
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7KH� UDSLG� GHFOLQH� DQG� QHDU� GHPLVH� RI� ODUJH� VWDWH� RZQHG� ILUPV� WKHUHIRUH� RSHQHG� QHZ�
LPSRUWDQW� DQG� LQFUHDVLQJ� RSSRUWXQLWLHV� IRU� WKRVH� SULYDWH� VPDOO� ILUPV� WKDW� SURGXFHG
FRQVXPHUV� JRRGV�� +RZHYHU�� WKLV� VDPH� SURFHVV� MHRSDUGL]HG� WKH� VLWXDWLRQ� RI� DQRWKHU
LPSRUWDQW�JURXS�RI�VPDOO�HQWHUSULVHV��D�JURXS�WKDW�ZRXOG�EH�ERXQG�WR�H[SDQG�UDSLGO\�GXH
WR� WUDQVLWLRQ�� 7KHVH� DUH� WKRVH� VPDOO� HQWHUSULVHV� WKDW� DOUHDG\� SURGXFHG� RU� LQWHQGHG� WR
SURGXFH�FRPSRQHQWV��VSDUH�SDUWV�DQG�VHUYLFHV�IRU� ODUJH�FRPSDQLHV��6XFK�VXEFRQWUDFWRU
HQWHUSULVHV� DOUHDG\� H[LVWHG� EHIRUH� WUDQVLWLRQ�� EXW� WKHLU� UROH� SURPLVHG� WR� H[SDQG
GUDPDWLFDOO\� IROORZLQJ� V\VWHPLF� FKDQJH�� $V� QRWHG� DERYH� WKH� EXON� RI� WKHVH� QHZ
EXVLQHVVPHQ�ZHUH�SUHYLRXVO\�PLGGOH�UDQN�PDQDJHUV�LQ�WKH�VWDWH�RU�FR�RSHUDWLYH�VHFWRUV�
:KHQ�WUDQVLWLRQ�PDGH�LW�SRVVLEOH��WKH\�HVWDEOLVKHG�WKHLU�RZQ�EXVLQHVV��SRVVLEO\�ZLWK�WKH
KHOS�RI�WKH� 
PRWKHU
�ILUP�DQG�ZLWK�WKH�KRSH�RI�FRQWLQXLQJ�WR�ZRUN�IRU� WKH�ODWWHU��*LYHQ
WKH�RSWLPLVWLF�H[SHFWDWLRQV�RQ�WKH�RXWFRPH�RI�WUDQVLWLRQ��WKH\�KRSHG�WR�UDSLGO\�LQFUHDVH
WKHLU� DFWLYLW\�� 7KH� QHDU� GHPLVH� RI� WKH� VWDWH� VHFWRU� RI� WKH� HFRQRP\� KDG� QHJDWLYH
FRQVHTXHQFHV�IRU�WKLV�JURXS�RI�HQWHUSULVHV��DW�OHDVW�XQWLO�ODUJH�SULYDWH�FRPSDQLHV�VWDUWHG
WR� H[SDQG� IRUFHIXOO\�� $V� VHHQ� DERYH��ZKHQ� WKH� HFRQRP\� VWDUWHG� WR� H[SDQG� DJDLQ� WKLV
JURXS� RI� HQWHUSULVHV� EHFDPH� WKH� PRVW� G\QDPLF� RQH�� WRJHWKHU� ZLWK� WKRVH� HQWHUSULVHV
SURGXFLQJ�IRU�IRUHLJQ�PDUNHWV�

7KH�VLWXDWLRQ�DOVR�SUHVHQWHG�D�GRXEOH�IDFH�RQ�WKH�LQSXW�VLGH��/LEHUDOL]DWLRQ�DQG�WKH�UDSLG
LQFUHDVH� LQ� WKH� QXPEHU� RI� VXSSOLHUV�PDGH� WKH� SURFXUHPHQW� RI� LQSXWV� HDVLHU�� 3ULFH� DQG
HQWHUSULVH�OLEHUDOL]DWLRQ��KDUGHQLQJ�EXGJHW�FRQVWUDLQWV�DQG�ULJRURXV�EXGJHWDU\�DQG�ILVFDO
SROLFLHV� PDGH� VKRUWDJH� UDSLGO\� GLVDSSHDU� �.RUQDL� ������� +RZHYHU�� GLVUXSWLRQ� RI� ROG
EXVLQHVV� OLQNV�� XQFHUWDLQW\� SUHYDLOLQJ� LQ� WKH� PDUNHW�� LQFUHDVLQJ� FRPSHWLWLRQ� DPRQJ
VHOOHUV� DQG� WKH� DSSHDUDQFH� RI� JUHDW� QXPEHUV� RI� QHZ� DFWRUV� ZKRVH� UHOLDELOLW\� DQG
FUHGLELOLW\�ZHUH� XQNQRZQ� UDSLGO\� LQFUHDVHG� LQIRUPDWLRQ� DQG� QHWZRUNLQJ� FRVWV�� $W� WKH
VDPH� WLPH�� WKH� UDSLGO\� ZRUVHQLQJ� VLWXDWLRQ� RQ� WKH� ODERXU� PDUNHW� DQG� LQ� VWDWH� RZHG
HQWHUSULVHV� DQG� EXVLQHVV� XQFHUWDLQW\� LQ� D� GHSUHVVHG� HFRQRP\� SUHYHQWHG� PDQ\� VPDOO
HQWUHSUHQHXUV� IURP� JURZLQJ�� ,QGHHG�� PDQ\� RI� WKH� VPDOO� EXVLQHVVPHQ� ZHUH� SULYDWH
EXVLQHVVPHQ�RQO\�RQ�D�SDUW�WLPH�EDVLV�VLQFH�WKH\�DOVR�KDG�D�MRE�LQ�D�ODUJH�HQWHUSULVH�DQG
SUHIHUUHG�WR�NHHS�LW���

7KH� VXFFHVVIXO�PDFURHFRQRPLF� VWDELOLVDWLRQ� SROLF\� LPSOHPHQWHG� LQ� ����� �WKH� 
%RNURV
SDFNDJH
��QDPHG�IRU�WKH�0LQLVWHU�RI�)LQDQFH�LQ�WKH�FHQWUH�OHIW�FRDOLWLRQ�JRYHUQPHQW��KDG
XQIDYRXUDEOH�FRQVHTXHQFHV�IRU�60(V�LQ�WKH�VKRUW�UXQ��LQ�SDUWLFXODU�IRU�VPDOO�HQWHUSULVHV�
,W� UHVWULFWHG� GRPHVWLF� GHPDQG� DQG� VLQFH� VPDOO� HQWHUSULVHV� DUH� VWURQJO\� OLQNHG� WR� WKH
GRPHVWLF�PDUNHW�DV� WKHLU�PDLQ�VDOH�PDUNHW�DQG�SDUWLFXODUO\�FRQFHQWUDWHG� LQ� WKH�VHUYLFH
VHFWRU�� WKHVH�SROLFLHV�KLW� WKHP�SDUWLFXODUO\�KDUG��7KLV�HIIHFW�ZDV� VWUHQJWKHQHG�E\�RWKHU
UHVWULFWLYH� PHDVXUHV� LQWHQGHG� WR� EDODQFH� WKH� VWDWH� EXGJHW� �LQ� SDUWLFXODU�� GHFUHDVLQJ
HFRQRPLF� VXEVLGLHV��� /DUJH� HQWHUSULVHV� VXIIHUHG� OHVV� VLQFH� WKH\� ZHUH� VXSSRUWHG� YLD� D
SROLF\�LQWHQGHG�WR�SURPRWH�H[SRUWV�DQG�FXUWDLO�LPSRUWV��.),�������

������������������������������������������������
�� $FFRUGLQJ� WR�/DNL���������������������SHU�FHQW�RI� VPDOO� HQWUHSUHQHXUV� �VROH�SURSULHWRUV��ZHUH� VXFK
RQO\�SDUW�WLPH��ZKLOH�WKLV�VKDUH�ZDV������SHU�FHQW�LQ�������7KLV�IHDWXUH�FRQWLQXHV�LQ�WKH�WUDQVLWLRQ�SHULRG�
ZKHQ�DSSUR[LPDWHO\�KDOI� WKH� VROH�SURSULHWRUV�DUH� IXOO�WLPH� �.),� ������������7KHLU� VKDUH�DSSURDFKHG���
SHU�FHQW�LQ�������.),�����������



��

2WKHU�GLVDGYDQWDJHV�DQG�GLIILFXOWLHV� IRU�60(V�� DQG� LQ�SDUWLFXODU� IRU� VPDOO� HQWHUSULVHV�
GHULYHG� IURP� WKH� OHJDO� HQYLURQPHQW� WKDW� UHPDLQHG� XQVWDEOH� DQG� UDWKHU� XQSUHGLFWDEOH
EHFDXVH� RI� IUHTXHQW� DQG� VRPHWLPHV� FRQWUDGLFWRU\� FKDQJHV�� ,Q� WKH� PHGLXP� UXQ�� WKH
VXFFHVV� RI� VWDELOL]DWLRQ� DQG� RWKHU� IDFWRUV� VXEVWDQWLDOO\� LPSURYHG� WKH� PDFURHFRQRPLF
VLWXDWLRQ� EHJLQQLQJ� LQ� ������7KLV� KDG� VRPH� SRVLWLYH� FRQVHTXHQFHV� DOVR� IRU� VPDOO� DQG
PHGLXP�VL]HG�HQWHUSULVHV��DV�VHHQ�DERYH��EXW�PXFK�PRUH�VR�IRU�ODUJH�FRPSDQLHV�

7KH�FULVLV�RI�WKH�VPDOO�HQWHUSULVHV�LV�HYLGHQW�LQ�DOO�LQGLFDWRUV��VKDUH�RI�HPSOR\PHQW�DQG
*'3��VDOHV�SURFHHGV��H[SRUWV��DQG�RZQ�UHVRXUFHV�DOO�HLWKHU�VWDJQDWHG�RU�GHFUHDVHG�WR�WKH
DGYDQWDJH� RI� ODUJH� DQG� PHGLXP�VL]HG� HQWHUSULVHV� VLQFH� WKH� PLG�����V�� 7KLV� RXWFRPH
LQYHUWHG� WKH� WUHQGV� WKDW� GRPLQDWHG� WKH� ILUVW� SDUW� RI� WKH� GHFDGH�ZKHQ� ODUJH� HQWHUSULVHV
ZHUH� LQ� GLIILFXOW\�� �PDLQO\� EHFDXVH� RI� UHVWUXFWXULQJ�� DQG� VPDOO� HQWHUSULVHV� ZHUH
IRUFHIXOO\� H[SDQGLQJ� �PDLQO\� E\� RFFXS\LQJ� PDUNHW� QLFKHV� DEDQGRQHG� E\� ODUJH
HQWHUSULVHV�RU�HQWHULQJ�QHZ�QLFKHV���7KH�UHFHQW�UHYLYDO�RI� WKH�+XQJDULDQ�HFRQRP\�ZDV
WKH�UHVXOW�RI�WKH�DFWLYLW\�RI�ODUJH�HQWHUSULVHV��QRW�WKH�VPDOO�RQHV��7KLV�DOVR�GHULYHG�IURP
GLIIHUHQW� IDFWRUV�� DPRQJ� ZKLFK� SROLF\� GLVFULPLQDWLRQ� DJDLQVW� VPDOO� HQWHUSULVHV� �DQG
SUHIHUHQFH�IRU�ODUJH�RQHV��DQG�FRQWUDGLFWRU\�PDFURHFRQRPLF�PHDVXUHV�VWDQG�RXW��,Q�PLG�
����V�� WKH� YDULRXV� IRUPV� RI� VXSSRUW� IRU� HQWHUSULVHV� DQG� DOVR� WKH� SXEOLF� SURFXUHPHQW
V\VWHP� IDYRXUHG� ODUJH� HQWHUSULVHV�� ZKLOH� ILVFDO� EXUGHQV� KLW� VPDOO� HQWHUSULVHV� PRUH
KHDYLO\��DV�ZDV�PHQWLRQHG�DERYH�

��� (XURSHDQ�DQG�QDWLRQDO�SROLFLHV

3ROLFLHV�IRU�60(V�DUH�XVXDOO\�PRWLYDWHG�E\� WKH� UHODWLYH�GLVDGYDQWDJHV� WKDW� WKHVH� ILUPV
KDYH� FRPSDUHG� WR� ODUJH�RQHV��7KH�PDLQ�GLVDGYDQWDJHV� DUH�RQ� WKH� VLGH� RI� LQIRUPDWLRQ�
FDSDELOLWLHV� DQG� NQRZOHGJH�� FR�RUGLQDWLRQ� SUREOHPV� LQ� PDQDJLQJ� FRPSOH[� SURGXFWLYH
SURFHVVHV�� LQDELOLW\� WR� H[SORLW� VFDOH� HFRQRPLHV�� DV\PPHWULHV�ZKHQ� GHDOLQJ�ZLWK� EDQNV
DQG�RWKHU� ILQDQFLDO�RUJDQL]DWLRQV��DV�ZHOO�DV�GLIILFXOWLHV� LQ�SODQQLQJ�DQG� LPSOHPHQWLQJ
WHFKQLFDO�SURJUHVV��$OWKRXJK� WKHVH�SUREOHPV� H[LVW� LQ� DQ\� HFRQRP\� WKH\� DUH�PDJQLILHG
GXULQJ�WUDQVLWLRQ��7KH�SDUDGR[�LV�WKDW��DOWKRXJK�WKH�QHHG�IRU�DFWLYH�DQG�SDVVLYH�SROLFLHV
GXULQJ�WKH�WUDQVLWLRQ�LV�SDUWLFXODUO\�JUHDW��WKH�VWDWH�DW�DOO�OHYHOV�IURP�FHQWUDO�JRYHUQPHQW
WR�PXQLFLSDOLWLHV�WR�IXQFWLRQDO�DQG�VHFWRUDO�DJHQFLHV�LV�SROLWLFDOO\�DQG�WHFKQLFDOO\�ZHDN�
7KLV�ZHDNQHVV�GHULYHV�IURP�WKH�VZLQJ�RI�SROLWLFDO�PRRG�WR�WKH�SULYDWH�VLGH�RI�HFRQRPLF
VSHFWUXP�DQG�IURP�WKH�REMHFWLYH�QHFHVVLW\� WR� UHVWUXFWXUH� WKH�VWDWH�DSSDUDWXV� WR�PDNH� LW
DEOH�WR�PDQDJH�D�PDUNHW�HFRQRP\�

+XQJDULDQ�JRYHUQPHQWV�ZHUH�IDVW�LQ�VHWWLQJ�XS�SROLFLHV�DQG�VWUXFWXUHV�IRU�WKH�SURPRWLRQ
RI�HQWHUSULVHV��XVXDOO\�IROORZLQJ�WKH�H[DPSOH�RI�:HVWHUQ�(XURSHDQ�FRXQWULHV��+RZHYHU�
WKHVH� SROLFLHV� DQG� VWUXFWXUHV� ZHUH� QRW� VSHFLILFDOO\� DGGUHVVHG� WR� 60(V� DQG� WKHLU
LPSOHPHQWDWLRQ�ODJJHG�EHKLQG�LQ�ERWK�WLPH�DQG�UHVRXUFHV��7KH�ILUVW�FRPSOH[�SURJUDPPH
IRU� WKH�VSHFLILF�VXSSRUW� WR�60(V�ZDV�DSSURYHG�LQ������E\�WKH�FHQWUH�OHIW�JRYHUQPHQW�
DOWKRXJK� SDUWV� RI� WKH� SROLF\� VWDUWHG� WR� EH� LPSOHPHQWHG� HDUOLHU� �,.,0� ������� 7KLV�ZDV
IROORZHG�E\�D�QHZ�VWUDWHJ\�SUHSDUHG�E\�WKH�QHZ�FRQVHUYDWLYH�FRDOLWLRQ�LQ������

,Q� VSLWH� RI� VRPH� RUJDQL]DWLRQDO� FKDQJH�� WKH� WZR� GRFXPHQWV� GR� QRW� GLIIHU� PXFK
WHFKQLFDOO\�� 2QH� PDMRU� GLIIHUHQFH� LV� WKDW� WKH� IRUPHU� GRFXPHQW� VWURQJO\� OLQNHG� 60(V
SROLF\� ZLWK� WKH� DWWHPSW� WR� GHFHQWUDOL]H� SXEOLF� DGPLQLVWUDWLRQ�� WHUULWRULDOO\� GHOHJDWLQJ



��

PDQ\�SROLF\�LQVWUXPHQWV�DQG�VWUXFWXUHV�WR�UHJLRQDO�JRYHUQPHQWV�DQG�PXQLFLSDOLWLHV��&R�
RUGLQDWLRQ� ZDV� DOVR� DWWHPSWHG� ZLWK� SULYDWH� �HQWUHSUHQHXULDO� DVVRFLDWLRQV�� DQG� PL[HG
VWUXFWXUHV� �&KDPEHUV� RI� &RPPHUFH��� $OWKRXJK� WKH� JRYHUQPHQW�PDGH� WKH�0LQLVWU\� RI
,QGXVWU\��7UDGH�DQG�)RUHLJQ�7RXULVP�UHVSRQVLEOH� IRU� WKH�FR�RUGLQDWLRQ�RI� LQWHUYHQWLRQ�
WKH� ODUJH�QXPEHU�RI�0LQLVWULHV��RUJDQL]DWLRQV�� ERGLHV�� QDWLRQDO� DQG� LQWHUQDWLRQDO� IXQGV
WKDW� KDG� 60(V� DV� WKH� WDUJHW� RI� WKHLU� LQWHUYHQWLRQ� DQG� DFWLYLW\�� MHRSDUGL]HG� SROLF\
LPSOHPHQWDWLRQ�� 7KH� RXWFRPH� ZDV� WKH� VXEVWDQWLDO� ODFN� RI� FR�RUGLQDWLRQ�� LQIRUPDWLRQ
DV\PPHWULHV�� GXSOLFDWLRQ� RI� LQWHUYHQWLRQV� DQG� EXUHDXFUDWLF� UHG� WDSH� WKDW� GLVFRXUDJHG
60(V�IURP�XWLOL]LQJ�WKH�RSSRUWXQLWLHV� WKDW�ZHUH�FUHDWHG��2QO\�D�ULVLEOH�VKDUH�RI�60(V
DFWXDOO\�PDGH�XVH�RI�WKH�SRWHQWLDO�VXSSRUW��/DNL����������������

2QH�SDUWLFXODU�DVSHFW�WKDW�GLVFRXUDJHG�60(V�ZDV�WKDW�D�ODUJH�SDUW�RI�ILQDQFLDO�UHVRXUFHV
ZHUH�DOORFDWHG�WKURXJK�WKH�EDQN�V\VWHP�WKDW�ZDV�JHQHUDOO\�DYHUVH�WR�GHDOLQJ�ZLWK�60(V�
7KH�UROH�RI�WKH�EDQNLQJ�V\VWHP�±�LQ�VSLWH�RI�LWV�IDVW�JURZWK�LQ�WKH�WUDQVLWLRQ�SHULRG�±�KDV
EHHQ�SDUWLFXODUO\�QHJDWLYH�IRU�GLIIHUHQW�UHDVRQV��2QH�QHJDWLYH�LQVWLWXWLRQDO�IHDWXUH�LV�WKDW
+XQJDU\� ODFNV�VPDOO�EDQNV�VSHFLDOL]HG� ORFDOO\� LQ�PLFUR�FUHGLW��60(V�KDYH� WR� UHVRUW� WR
WKH� ODUJH� FRPPHUFLDO� EDQNV�� IRU�ZKRP� GHDOLQJ�ZLWK� 60(V� LV� D� VHFRQGDU\� DQG� UDWKHU
XQUHZDUGLQJ�DFWLYLW\��7KH�TXDOLW\�RI�EDQN�VHUYLFHV�IRU�60(V�LV�JHQHUDOO\�FRQVLGHUHG�ORZ
DQG� 60(V� KDYH� WR� FRPSHWH� ZLWK� ODUJH� ILUPV� DQG� ZLWK� WKH� QDWLRQDO� DQG� ORFDO
JRYHUQPHQWV� LQ� UDLVLQJ�FUHGLW��$V�D�FRQVHTXHQFH��RQO\�D� IHZ�60(V�PDNH�XVH�RI�EDQN
FUHGLW��OHDYLQJ�IDPLO\�DQG�IULHQGV��WRJHWKHU�ZLWK�VXSSOLHUV��DV�E\�IDU�WKH�PDLQ�VRXUFH�RI
H[WHUQDO� UHVRXUFHV��(YHQ� LI� EDQN� FUHGLW� LV� VRPHZKDW�PRUH� LPSRUWDQW� IRU� ILQDQFLQJ� WKH
ZRUNLQJ�RI�HQWHUSULVHV��WKH�VKDUH�RI�VPDOO�ILUPV�LQ�WKH�FUHGLW�DOORFDWHG�E\�EDQNV�KDV�EHHQ
FRQVWDQWO\�GHFUHDVLQJ���

7KH� ERRPLQJ� QXPEHU� RI� VPDOO� HQWHUSULVHV�� WKHLU� HFRQRPLFDOO\� IUDJLOH� IHDWXUHV�� WKH
ZHDNQHVV�RI�PHGLXP�VL]HG�HQWHUSULVHV��DQG�WKH�SUREOHPV�FDXVHG�E\�WKH� WUDQVIRUPDWLRQ
DQG� UHVWUXFWXULQJ� RI� ODUJH� HQWHUSULVHV� UHIOHFWHG� LQ� WKHLU� IDOOLQJ� SHUIRUPDQFH�� ZHUH� DOO
IHDWXUHV� YHU\� ZHOO� NQRZQ� WR� HDFK� SRVW�WUDQVLWLRQ� JRYHUQPHQW�� (DFK� RI� WKH� WKUHH
FRDOLWLRQV� WKDW� JRYHUQHG� WKH� FRXQWU\� VLQFH� ����� WULHG� UHSHDWHGO\� WR� ZRUN� RXW� DQG
LPSOHPHQW�SURSHU�PHDVXUHV�IRU�VWUHQJWKHQLQJ�DQG�PRGHUQL]LQJ�WKH�60(�VHFWRU��,Q�VSLWH
RI�WKHVH�SODQV�DQG�HIIRUW��WKH�DLP�UHPDLQHG�ODUJHO\�XQDWWDLQHG�

$Q� LPSRUWDQW� SROLF\� GHYHORSPHQW� ZDV� WKH� DSSURYDO� RI� D� JRYHUQPHQW� GHFUHH� LQ� $SULO
������ %\� SURGXFLQJ� D� JHQHUDO� PDS� RI� WKH� H[LVWLQJ� ILQDQFLDO� VRXUFHV� IRU� 60(V�� WKH
LPSOHPHQWDWLRQ�RI�WKH�GHFUHH�VXEVWDQWLDOO\�LPSURYHG�WKH�LQIRUPDWLRQ�QHWZRUN�DQG�PDGH
LQIRUPDWLRQ� PRUH� FRPSOHWH� DQG� OHVV� FRVWO\�� +RZHYHU�� FHQWUDO� 60(V� SROLFLHV� EHFDPH
PRUH�SDVVLYH�GXULQJ������DQG�WKH�LPSOHPHQWDWLRQ�RI�PRVW�SURJUDPPHV�HLWKHU�VWDJQDWHG
RU�VORZHG�GRZQ��7KH�DOORFDWLRQ�RI�PLFUR�FUHGLW�DW�WKH�ORFDO�OHYHO�DOVR�VORZHG�GRZQ�DQG
WKHQ�VWRSSHG��7KH�VDPH�WKLQJ�KDSSHQHG�ZLWK�WKH�SUHSDUDWLRQ�RI�D�*HQHUDO�$FW�RQ�VPDOO
HQWHUSULVHV��7KH�IUHTXHQW�FKDQJH�DQG�XQSUHGLFWDELOLW\�RI�UHJXODWRU\�PHDVXUHV�FRQWLQXHG�
FDXVLQJ�HQWHUSULVHV�VHULRXV�SUREOHPV��$PRQJ�WKH�SRVLWLYH�FKDQJHV��RQH�VKRXOG�QRWH�WKH
������������������������������������������������
�� $� UHSUHVHQWDWLYH� VDPSOH� VXUYH\� LQ� ����� IRXQG� WKDW� WZR� WKLUGV� RI� VPDOO� HQWUHSUHQHXUV� XVHG� IDPLO\
VDYLQJV� IRU� IRXQGLQJ� WKHLU� EXVLQHVV� DQG����SHU� FHQW� RI� WKHP�XWLOL]HG� FUHGLW� REWDLQHG� IURP� UHODWLYHV� DQG
IULHQGV��2QO\�RQH� IRXUWK�RI� WKHP�PDGH�XVH�RI� FUHGLW� REWDLQHG� IURP�EDQNV� RU� VXSSRUW� SURJUDPPHV�� 7KH
VKDUH�RI�VPDOO�HQWHUSULVHV�LQ�EDQN�FUHGLW�GHFUHDVHG�IURP�PRUH� WKDQ����SHU�FHQW� LQ������ WR���SHU�FHQW� LQ
6HSWHPEHU�������/DNL����������������DQG�WR�D�EDUH�����SHU�FHQW�LQ�������.),������������



��

DGRSWLRQ� RI� WKH� VR�FDOOHG� VLQJOH�ZLQGRZ� V\VWHP�� VLPSOLI\LQJ� WKH� UHTXLUHPHQWV� IRU
HVWDEOLVKLQJ� HQWHUSULVHV�� $OVR� RWKHU� FRPSRQHQWV� RI� WKH� DGPLQLVWUDWLYH� V\VWHP� EHFDPH
VLPSOHU� DQG� OHVV� FRVWO\� DQG� UHFHQWO\� PRUH� IDYRXUDEOH� WR� EXVLQHVV�� 6RFLDO� VHFXULW\
FRQWULEXWLRQV�ZHUH�UHGXFHG�IRU�EXVLQHVV�LQ�������DOWKRXJK�WKLV�HIIHFW�ZDV�RIIVHW�E\�WKH
VXEVWDQWLDO� LQFUHDVH�RI�KHDOWK�FRQWULEXWLRQV�DQG� WKH� WUDQVIRUPDWLRQ�RI�SD\PHQW� OLDELOLW\
LQ�WD[�W\SH�OLDELOLW\�

9DULRXV�PRGLILFDWLRQV� RI� ODERXU� UHJXODWLRQ� DQG� YRFDWLRQDO� WUDLQLQJ� FRQWULEXWLRQV�ZHUH
DOVR� LQWURGXFHG�� JHQHUDOO\� WR� WKH� DGYDQWDJH� RI� EXVLQHVV�� $� JRYHUQPHQW� UHVROXWLRQ� LQ
�����UXOHV�WKDW�FRPSXOVRU\�PHPEHUVKLS�RI�&KDPEHUV�VKDOO�FHDVH�RQ���-DQXDU\������DQG
D�QHZ� WD[� UHIRUP�KDV�EHHQ�SODQQHG� IRU������ �EXW� DOUHDG\�SRVWSRQHG���$OWKRXJK� VRPH
VLPSOLILFDWLRQ�DOUHDG\�VWDUWHG�LQ�UHFHQW�\HDUV��LW�LV�RQO\�D�JHQHUDO�UHRUJDQL]DWLRQ�WKDW�FDQ
SXW�DQ�HQG�WR�D�GHFDGH�RI�IUHTXHQW��VLJQLILFDQW�FKDQJH�LQ�HDFK�WD[�FDWHJRU\��WKDW�ZDV�GXH
WR� WKH� QHHGV� RI� WKH� FHQWUDO� EXGJHW�� ,Q� YLHZ� RI� VXFK� D� FKDQJH�� QR� PDMRU� FKDQJH
FKDUDFWHUL]HG�ILVFDO�UHJXODWLRQ�LQ�������H[FHSW�IRU�WKH�$FW�RQ�3HUVRQDO�,QFRPH�7D[DWLRQ
�.),��������������

$� VXUYH\� FDUULHG� RXW� E\� WKH� %XGDSHVW� &KDPEHU� RI� &RPPHUFH� DQG� ,QGXVWU\� LQ� ����
LQYHVWLJDWHG�WKH�HIIHFW�RI�UHJXODWRU\�FKDQJHV�RQ�WKH�RSHUDWLRQ�RI�HQWHUSULVHV��7KH�VXUYH\
IRXQG�WKDW� WKH�YDOXH�RI� WD[�SD\PHQWV� LQ������ZRXOG�KDYH� LQFUHDVHG�RQ�DYHUDJH�E\����
SHU� FHQW� ZKHQ� FDOFXODWHG� E\� XVLQJ� ����� WD[� UHJXODWLRQV�� +RZHYHU�� WKLV� LQFUHDVH� ZDV
GLVWULEXWHG�XQHYHQO\�WKURXJK�GLIIHUHQW�VL]H�FDWHJRULHV��7D[�EXUGHQ�RI�PLFUR�HQWHUSULVHV
ZRXOG�KDYH�LQFUHDVHG�PRVW��E\�����SHU�FHQW��WKDW�RI�VPDOO�HQWHUSULVHV�E\�����SHU�FHQW��WKDW
RI� PHGLXP�VL]H� RQHV� E\� ���� SHU� FHQW� DQG� WKRVH� RI� ODUJH� HQWHUSULVHV� E\� ���� SHU� FHQW�
*LYHQ� WKH� LQFUHDVH� RI� QHW� WXUQRYHU�� WKLV� DFWXDOO\� PHDQV� WKDW� WD[� EXUGHQV� GHFUHDVHG
VOLJKWO\�RQ�DYHUDJH��+RZHYHU��HQWHUSULVHV�H[SHULHQFHG�D�IXUWKHU�JURZWK�RI�DGPLQLVWUDWLYH
EXUGHQV�DQG�FRPSOH[LW\��WKDW�ZHUH�IHOW�SDUWLFXODUO\�E\�VPDOOHU�HQWHUSULVHV��.),����������
����

$ORQJ�ZLWK�WKH�SUREOHPV�LQ�WKH�ILQDQFLDO�DQG�ILVFDO�VSKHUHV��WKHUH�PD\�EH�RWKHU�UHDVRQV
ZK\� FHQWUDO� SROLFLHV� KDYH� QRW� EHHQ� HIIHFWLYH� VR� IDU�� 2QH� LV� FHUWDLQO\� WKH� REMHFWLYH
GLIILFXOW\�RI�SUHSDULQJ�SROLF\�LQVWUXPHQWV�DW�FHQWUDO�OHYHO�ZKLFK�ILW�D�UHDOLW\�WKDW�LV�KLJKO\
YDULHJDWHG�UHJLRQDOO\��WHFKQRORJLFDOO\��E\�EUDQFK�DQG�E\�PDQ\�RWKHU�IHDWXUHV��7KHUHIRUH�
D� QHFHVVDU\� SUHFRQGLWLRQ� IRU� VROYLQJ� WKH� SROLF\� SUREOHP� RI� 60(V� ZDV� WKH� UHIRUP� WR
GHFHQWUDOL]H�WKH�VWDWH�DGPLQLVWUDWLRQ�ZKLFK�VWDUWHG�LQ�������2WKHU�LPSRUWDQW�UHDVRQV�DUH
WKH�VWDUWLQJ�FRQGLWLRQV�RI�WKH�LQGXVWULDO�VWUXFWXUH�DQG�SULRULWLHV�WKDW�JRYHUQPHQWV�FKRVH�
7KH�VWDUWLQJ�VWUXFWXUH�ZDV�TXLWH�XQKHDOWK\�IURP�D�PDUNHW�SRLQW�RI�YLHZ��FRQVLVWLQJ�DV�LW
GLG� RI� D� SRZHUIXO� JURXS� RI� �PRVWO\� HFRQRPLFDOO\� DUWLILFLDO� DQG� LQHIILFLHQW�� ODUJH
HQWHUSULVHV��VXEVWDQWLDO�DQG�UDSLGO\�LQFUHDVLQJ�QXPEHU�RI�VPDOO�HQWHUSULVHV��WUDGLWLRQDO�LQ
FKDUDFWHU�DQG�VHUYLQJ�WKH�GRPHVWLF�PDUNHW��DQG�IHZ�PHGLXP�VL]HG�HQWHUSULVHV��)RU�JRRG
RU�EDG��JRYHUQPHQWV�GHFLGHG�WR�JLYH�KLJK�SULRULW\�WR�WKH�SULYDWL]DWLRQ�DQG�UHVWUXFWXULQJ
RI�WKH�ODUJH�FRPSDQLHV�DQG�WR�DWWUDFWLQJ�IRUHLJQ�FDSLWDO��7KLV�GHIOHFWHG�ERWK�DWWHQWLRQ�DQG
UHVRXUFHV�DZD\�IURP�WKH�SRVVLEOH�VXSSRUW�WR�60(V��$OVR��XQWLO�LW�ZDV�FOHDU�ZKDW�NLQG�RI
LQGXVWULDO�VWUXFWXUH�SULYDWL]DWLRQ�DQG�OLEHUDOL]DWLRQ�ZRXOG�SURGXFH��LW�ZDV�GLIILFXOW�LI�QRW
LPSRVVLEOH�WR�GHFLGH�ZKDW�NLQG�RI�SROLF\�WR�LPSOHPHQW�LQ�WKH�ORZHU�SULRULW\�60(�VHFWRU�
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%HFDXVH�RI�WKHVH�IHDWXUHV�LW�ZDV�SROLWLFDOO\�DQG�WHFKQLFDOO\�GLIILFXOW��LI�QRW�LPSRVVLEOH��WR
GHYLVH�D�SURSHU�SDFNDJH�RI�PHDVXUHV�IRU�SURPRWLQJ�60(V��3UREDEO\�WKH�WLPH�LV�FRPLQJ
ZKHQ�WKLV�ZLOO�EH�SRVVLEOH�DIWHU�KDYLQJ�EHHQ�QHFHVVDU\�VLQFH�ORQJ��%\�QRZ��WKH�UHJLRQDO
GHFHQWUDOL]DWLRQ� RI� SXEOLF� DGPLQLVWUDWLRQ� LV� XQGHU� ZD\� DQG� LV� VXSSRUWHG� E\� (8
LQWHJUDWLRQ�

��� 7KH�UROH�RI�ORFDO�JRYHUQPHQWV�DQG�SROLFLHV

'XULQJ�WKH�ODVW�IHZ�\HDUV��LQ�SDUWLFXODU�VLQFH�������+XQJDULDQ�JRYHUQPHQWV�VWDUWHG�WR�EH
TXLWH� FRQYLQFHG� RI� WKH� LPSRUWDQFH� RI� ORFDO� SURFHVVHV� DQG� WKHLU� LQGLVSHQVDEOH
FRQWULEXWLRQ� WR� WKH� FUXFLDO� JRDOV� SXUVXHG� E\� WKH� FRXQWU\�� WKH� FRPSOHWLRQ� RI� HFRQRPLF
DQG� VRFLDO� WUDQVIRUPDWLRQ�� GLIIXVHG� DQG� WHUULWRULDOO\� EDODQFHG� HFRQRPLF� DQG� VRFLDO
GHYHORSPHQW�� DQG� (XURSHDQ� LQWHJUDWLRQ�� 7KH� IXOILOPHQW� RI� WKHVH� JRDOV� KDV� WKH� DLP� RI
GHDOLQJ� ZLWK� FULVLV� DUHDV�� SURPRWLQJ� QHZ� GHYHORSPHQW� SURFHVVHV� PRUH� DSSURSULDWH� WR
ORFDO�FRQGLWLRQV�� VXSSRUWLQJ� HTXLW\� DQG� UHVWUXFWXULQJ�� DQG� FRPSOHWLQJ� WKH�EDVLV� IRU� WKH
QHZ�GHYHORSPHQW�PRGHO�EDVHG�RQ�WKH�PDUNHW�DQG�WKH�QHZ�LQWHUQDWLRQDO�SRVLWLRQ�RI�WKH
FRXQWU\�� /RFDO� SURPRWLRQ� RI� ORFDOO\� EDVHG� 60(V� LV� D� FUXFLDO� FRPSRQHQW� RI� WKLV
SURJUDPPH��,Q�WKLV�UHJDUG��WKHUH�LV�QR�JUHDW�GLIIHUHQFH�EHWZHHQ�WKH�PLG�����V�ZKHQ�WKH
FRXQWU\� ZDV� JRYHUQHG� E\� D� FHQWUH�OHIW� PDMRULW\�� DQG� WKH� ODWH�����V� ZKHQ� WKH
FRQVHUYDWLYH�PDMRULW\�LV�LQ�JRYHUQPHQW�

$V� VWUHVVHG� DERYH�� WKH� SDUWLDOO\� DOWHUQDWLYH�� EXW� SDUWLDOO\� FRPSOHPHQWDU\� IHDWXUHV� DQG
FRQGLWLRQV�RI�ORFDO�JRYHUQDQFH�LQ�D�WUDQVLWLRQ�FRXQWU\�VXFK�DV�+XQJDU\�FRXOG�EH�

�D� 'LUHFW� VXSSRUW� IRU� WKH� ULVH�� UHVWUXFWXULQJ�� DQG� GHYHORSPHQW� RI� 60(V� DV
DXWRQRPRXV�PDUNHW�DFWRUV�E\�GLUHFWO\�HVWDEOLVKLQJ�WKHP�DQG�E\�VXSSO\LQJ�H[LVWLQJ
60(V�ZLWK�SUHIHUHQWLDO� ILQDQFLDO�VXSSRUW��$FWLRQV�RI� WKLV�NLQG�DUH�PRWLYDWHG�E\�
WKH� LQVXIILFLHQW� QXPEHU� RI� 60(V� DW� WKH� VWDUW� RI� WUDQVLWLRQ� DQG� E\� WKHLU� ZHDN
VWUXFWXUH�LQ�WKH�IROORZLQJ�\HDUV��E\�WKH�ODFN�RI�RZQ�ILQDQFLDO�UHVRXUFHV��DQG�E\�WKH
DYHUVLRQ�RI�ILQDQFLDO�RUJDQL]DWLRQV�WR�60(V��,Q�DOO�WKHVH�FDVHV�GLUHFW�LQWHUYHQWLRQ
RU� VXSSRUW� E\� WKH� SXEOLF� KDQG�PD\� EH� UHTXLUHG� IRU� D� WUDQVLWRU\� SHULRG� WR� JLYH� D
FUXFLDO�SXVK�WR�WKH�GHYHORSPHQW�RI�60(�VHFWRU��)URP�WKLV�SHUVSHFWLYH��60(V�DUH
VHHQ� DV� DXWRQRPRXV� DFWRUV� WKDW� VHUYH�PDUNHW� QLFKHV�� WKH\� QHLWKHU� GHSHQG� RQ� RU
FRPSHWH�ZLWK�ODUJHU�ILUPV�QRU�HQWHU�VWDEOH��KRUL]RQWDO�FR�RSHUDWLYH�QHWZRUNV�ZLWK
RWKHU�60(V��7KHLU�FRQWDFWV�ZLWK�RWKHU�ILUPV�DUH�SXUHO\�PDUNHW�EDVHG�

�E� ,QGLUHFW� VXSSRUW� IRU� 60(V� E\� FUHDWLQJ� D� VXSSRUWLYH� HQYLURQPHQW�� LQFOXGLQJ� WKH
SURYLVLRQ�RI�LQIUDVWUXFWXUH��WKH�VXSSO\�RI�ILQDQFLDO�DQG�UHDO�VHUYLFHV��DQG�D�FUHDWLRQ
RI�SURSHU� WD[�DQG�DGPLQLVWUDWLYH� V\VWHP�� ,I� D� VXIILFLHQW�QXPEHU�RI�60(V�H[LVW� ±
ZKLFK�SRVVLEO\�KDYH�PDWHULDOL]HG�D�IHZ�\HDUV�DIWHU� WUDQVLWLRQ�±�DQG� LI� WKH�FUXFLDO
SUREOHP� LV� WR� IDYRXU� HQWU\� DQG� H[LW� PHFKDQLVPV� E\� VXSSRUWLQJ� UHVWUXFWXULQJ�
FRPSHWLWLYHQHVV�DQG�WKH�JURZWK�RI�WKH�VWURQJHVW�60(V�LQWR�ODUJHU�ILUPV��WKHQ�PRUH
IOH[LEOH� LQGLUHFW� IRUPV� DQG� LQVWUXPHQWV� RI� VXSSRUW� VKRXOG� EH� SUHIHUUHG�� ,Q� IDFW�
WKH\�FDQ�VWLPXODWH�WKH�DFWLYH�SDUWLFLSDWLRQ�RI�H[LVWLQJ�DFWRUV��DVVLVW�WKH�JURZWK�DQG
PRGHUQL]DWLRQ�RI�WKH�PRVW�SURPLVLQJ�DPRQJ�WKHP��DQG�IRVWHU�H[SDQVLRQ�RI�PDUNHW
VXSSO\��7KLV�DSSURDFK�HPSKDVL]HV�WKH�FUHDWLRQ�RI�60(V�IULHQGO\�LQIUDVWUXFWXUH�DQG
WKH� VSHFLDOL]HG� PDUNHW� VXSSO\� RI� ILQDQFLDO� DQG� UHDO� VHUYLFHV� E\� ORFDOO\�EDVHG�
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SXEOLF� RU�PL[HG� �SXEOLF�SULYDWH�� RUJDQL]DWLRQV��$V� WR� WKH� WD[� DQG� DGPLQLVWUDWLYH
V\VWHPV��WKH�JRDO�VKRXOG�EH�WR�UHPRYH�WKH�GLVDGYDQWDJH�WKDW�60(V�KDYH�FRPSDUHG
WR�ODUJHU�ILUPV�

�F� $� IXUWKHU� JRDO�� WKDW� UHTXLUHV� PRUH� DFWLYH� SROLF\� PDNLQJ� DQG� LPSOHPHQWDWLRQ�
FRQVLVWV� LQ�SXVKLQJ�60(V�WR�FR�RSHUDWH� WR� WKH�IXOILOPHQW�RI�HFRQRPLF�DQG�VRFLDO
GHYHORSPHQW�JRDOV�DW�WKH�ORFDO�OHYHO��VXFK�DV� LPSURYLQJ�WKH�VXSSO\�RI�JRRGV�DQG
VHUYLFHV�WKDW�DUH�RI�FUXFLDO�LPSRUWDQFH�IRU�WKH�OLYLQJ�VWDQGDUG�RI�WKH�SRSXODWLRQ�LQ
OHVV�GHYHORSHG�UHJLRQV���DQG�KHOS�WKHP�LQ�WKH�LPSOHPHQWDWLRQ�RI�WKRVH�JRDOV�ZKHQ
QHHGHG��7KHVH�JRDOV�PD\�EH�PRWLYDWHG�E\� WKH�JHQHUDO� IHDWXUHV�RI� WUDQVLWLRQ�±� LQ
SDUWLFXODU�WKH�UHTXLUHPHQW�RI�DOVR�IRVWHULQJ�WKH�GHYHORSPHQW�RI�PDUNHWV�DW�WKH�ORFDO
OHYHO�±�DQG�E\�WKH�XUJHQW�QHHG�WR�VWDUW�DQG�VXSSRUW�D�QHZ�GHYHORSPHQW�SDWK��60(V
VKRXOG� UHFHLYH� D�SDUWLFXODUO\� LPSRUWDQW� UROH� LQ� WKHVH�GHYHORSPHQWV�� ERWK� LQ� WKHLU
RZQ� ULJKW� DQG� WR� FRPSHQVDWH� IRU� WKH� FRQVHTXHQFHV� RI� WKH� FHQWUDOL]HG� LQGXVWULDO
VWUXFWXUH�LQKHULWHG�IURP�WKH�ROG�HFRQRPLF�V\VWHP�

�G� $� PRUH� DPELWLRXV� JRDO� LV� WR� VXSSRUW� 60(V� LQ� YHUWLFDO� LQWHJUDWLRQ� ZLWK� ODUJHU
ILUPV��+HUH�WKH�LGHD�LV�WKDW�SROLFLHV�VKRXOG�EH�XVHG�WR�IRVWHU�WKH�GHYHORSPHQW�RI�D
PRGHUQ�LQGXVWULDO�VWUXFWXUH��ZKHUHE\�ILUPV�RI�GLIIHUHQW�VL]H�FR�RSHUDWH�RQ�WKH�EDVLV
RI�WKHLU�RZQ�DGYDQWDJHV�LQ�RUGHU�WR�LPSURYH�WKH�HIILFLHQF\�DQG�FRPSHWLWLYHQHVV�RI
LQGXVWULDO� JURXSV� DQG� WKH� HFRQRP\� RQ� WKH� ZKROH�� 7KLV� VWUDWHJ\� LV� OLNHO\� WR� EH
FRXSOHG�ZLWK�SROLFLHV�RI�LQFUHDVLQJ�RSHQQHVV�

�H� $�PRUH�FRPSOH[�SROLF\�VWUDWHJ\��ZKLFK�LV�SDUWLDOO\�DOWHUQDWLYH�WR�WKH�SUHYLRXV�RQH�
IDYRXUV� WKH� QHWZRUNLQJ� RI� 60(V�RQ� WKH� GRPHVWLF� DQG� LQWHUQDWLRQDO�PDUNHW��7KH
XQGHUO\LQJ� LGHD� LV� WKDW�QHWZRUNLQJ�60(V�FDQ�KDYH� VSHFLILF� DGYDQWDJHV� WKDW�PD\
UHQGHU�WKHP�LUUHSODFHDEOH�PDUNHW�DFWRUV��7KLV�VWUDWHJ\�PD\�EH�IXUWKHU�PRWLYDWHG�E\
WKH� ZHDNQHVV� RI� ODUJH� ILUPV� DQG� WKH� ZLOOLQJQHVV� WR� KDYH� D� VWURQJ� JURXS� RI
FRPSHWLWLYH�ILUPV�ZLWKLQ�RSHQ�PDUNHWV�

$OWKRXJK�WKH�VWUDWHJLHV�XQGHU��F����G��DQG��H��DUH�QRW�QHFHVVDULO\�ORFDOO\�EDVHG��WKH�ORFDO
GLPHQVLRQ�LV�FUXFLDO�LQ�HDFK�FDVH�VLQFH�60(V�WHQG�WR�IRUP�ORFDOO\�EDVHG�V\VWHPV��/RFDO
JRYHUQPHQWV� KDYH� D� FUXFLDO� UROH� WR� SOD\� LQ� WKH� FDVH� RI� HDFK� VWUDWHJ\�� EXW� WKH� VSHFLILF
IHDWXUHV�RI� WKLV� UROH� VWURQJO\�YDU\� DFFRUGLQJ� WR� WKH� VWUDWHJ\�SXUVXHG��7KH� UROH�RI� ORFDO
JRYHUQPHQWV� PD\� DOVR� KDYH� WR� FKDQJH� VLQFH� WKH� DERYH� VWUDWHJLHV� DUH� QRW� QHFHVVDULO\
DOWHUQDWLYHV�� EXW� WKH\�PD\� EH� SDUWLDOO\� FRPSOHPHQWDU\� RU� VXFFHHG� HDFK� RWKHU� WKURXJK
WLPH�

,Q�+XQJDU\�WKH�WUDQVIRUPDWLRQ�RI�ORFDO�JRYHUQPHQWV�LV�VWLOO�XQGHU�ZD\�DQG�PXFK�LV�VWLOO
RQO\�RQ�SDSHU��7KHUHIRUH��LW�LV�RQO\�SRVVLEOH�WR�VNHWFK�D�JHQHUDO��SDUWO\�XQIRFXVHG�SLFWXUH
RI�WKH�HYROYLQJ�UROH�RI�ORFDO�JRYHUQPHQWV�LQ�WKH�VXSSRUW�RI�60(V�GHYHORSPHQW�DQG�PRUH
JHQHUDOO\�D� ORFDOO\�EDVHG�HFRQRPLF�GHYHORSPHQW��7KH�EULHI� DVVHVVPHQW�RI� WKH�RQJRLQJ
UHIRUP� RI� WKH� V\VWHP� RI� ORFDO� JRYHUQDQFH� WKDW� IROORZV� WDNHV� DFFRXQW� RI� WKH� ILYH
FRQGLWLRQV� PHQWLRQHG� DERYH� DQG� DWWHPSWV� WR� MXGJH� WKH� VXVWDLQDELOLW\� RI� WKH� UHIRUP
LQLWLDWLYH��2QH�LPSRUWDQW�VWDUWLQJ�SRLQW�RI�WKH�UHIRUP�LV� WKDW� LW� LV� WKH�SURGXFW�RI�FDUHIXO
SODQQLQJ�� LQYROYLQJ� WKH� FR�RSHUDWLRQ� RI� PDQ\� RUJDQL]DWLRQV� DW� ERWK� FHQWUDO� DQG� ORFDO
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OHYHO�� VRPH� FRQIOLFW�� DQG� H[WHQVLYH� EDUJDLQLQJ��$V� LQ� DQ\� VXFK� FDVH�� WKH� LPSOHPHQWHG
UHIRUP�FDQQRW�EH�SHUIHFWO\�FRQVLVWHQW�

7KH�UHIRUP��$�JHQHUDO� UHIRUP�RI� WHUULWRULDO�DGPLQLVWUDWLRQ�RUJDQL]DWLRQ�EHJDQ� LQ������
7KH�UHIRUP�LV�PRUH�WKH�UHVXOW�RI�FHQWUDO�LQLWLDWLYH�WKDQ�RI�GHFHQWUDOL]HG�GHPDQG�DQG�LW�LV
PRWLYDWHG� LQ� ODUJH�SDUWO\�E\� WKH�SURVSHFW� RI�(8�DFFHVV��7KH� FKDQJH�RI�JRYHUQPHQW� LQ
����� LQWURGXFHG� VRPH� PDMRU� RUJDQL]DWLRQDO� FKDQJHV� WKDW� VORZHG� GRZQ� WKH� SDFH� RI
WUDQVIRUPDWLRQ�IRU�D�ZKLOH��7KH�DWWLWXGH�RI�ORFDO�JRYHUQPHQWV�DQG�VRFLDO�IRUFHV�LV�KLJKO\
GLIIHUHQWLDWHG�� 7KH� ORZHU� OHYHOV� RI� ORFDO� JRYHUQPHQW�� DGPLQLVWUDWLRQ� DQG� LQLWLDWLYH
VXSSRUW� WKH� UHIRUP� PRUH� VWURQJO\� WKDQ� WKH� LQWHUPHGLDWH� FRXQW\� JRYHUQPHQWV�� 7KH
DWWLWXGH�RI�FRXQWLHV�KDV�EHHQ�DPELJXRXV�RU�SODLQO\�KRVWLOH� WR� WKH� UHIRUP� IRU� \HDUV� DQG
RQO\� UHFHQWO\� DSSHDUV� WR� KDYH� FKDQJHG� IROORZLQJ� VRPH� PRGLILFDWLRQ� LQ� WKH� RULJLQDO
UHIRUP�EOXHSULQW�

7KH� FHQWUDO� JRYHUQPHQW� WRRN� WKH� UHIRUP� LQLWLDWLYH� E\�PHDQV� RI� $FW� ;;,� RI� ����� RQ
5HJLRQDO� 'HYHORSPHQW� DQG� 5HJLRQDO� 3ODQQLQJ�� 7KLV� RFFXUUHG� DIWHU� WKH� 0LQLVWU\� IRU
(QYLURQPHQW�DQG�5HJLRQDO�3ROLFLHV�EHFDPH�FRQYLQFHG�WKDW�WKH�LQKHULWHG�DGPLQLVWUDWLYH
RUJDQL]DWLRQ� ZDV� DQ� REVWDFOH� WR� ORFDO� GHYHORSPHQW� DQG� WR� WKH� HVWDEOLVKPHQW� RI
DGYDQWDJHRXV�UHODWLRQV�ZLWK�(8�UHJLRQV��+XQJDULDQ�FRXQWLHV�DUH�WRR�VPDOO�FRPSDUHG�WR
(8� UHJLRQV�� SURGXFLQJ� SRWHQWLDO� GLIILFXOWLHV� LQ� WKH� SURFHVV� RI� (8� LQWHJUDWLRQ�� DQG� LQ
SDUWLFXODU� LQ� VHFXULQJ� DFFHVV� WR� (8� VWUXFWXUDO� IXQGV�� 0RUHRYHU�� ZLWK� LQFUHDVLQJ
DGPLQLVWUDWLYH�GHFHQWUDOL]DWLRQ�FRXQWLHV�ZRXOG�EH�WRR�FRVWO\�WR�JRYHUQ�DQG�WRR�VPDOO�WR
HIIHFWLYHO\� DQG� HIILFLHQWO\� PDQDJH� WKH� LPSOHPHQWDWLRQ� RI� GHYHORSPHQW� SURMHFWV�
&RQVHTXHQWO\��VHYHQ�VR�FDOOHG�SODQQLQJ�VWDWLVWLFDO�UHJLRQV�KDYH�EHHQ�XQGHU�RUJDQL]DWLRQ
VLQFH� HDUO\� ������ HDFK� FRQVLVWLQJ� RI� D� YROXQWDU\� JURXSLQJ� RI� ���� FRXQWLHV� ZLWK� D
FRPELQHG�SRSXODWLRQ�EHWZHHQ���DQG�PRUH�WKDQ���PLOOLRQ��(DFK�UHJLRQ�JDWKHUV�UHODWLYHO\
KRPRJHQHRXV� FRXQWLHV� WKDW� KDYH� VLPLODU� SUREOHPV�� 7KHVH� DUH� VXSSOHPHQWHG� ZLWK� WZR
GHYHORSPHQW� �RU� IXQFWLRQDO�� UHJLRQV� GHDOLQJ� ZLWK� SDUWLFXODUO\� LPSRUWDQW�� FRPSOH[� RU
GHOLFDWH�DUHDV��WKH�%XGDSHVW�DJJORPHUDWH�DQG�WKH�%DODWRQ�UHJLRQ��

7KH�$FW� LQWHQGV� WR� UHRUJDQL]H�QRW�RQO\� WKH� DSSURDFK� WR� WHUULWRULDO� TXHVWLRQV�� EXW�PRUH
LPSRUWDQWO\� WR�JLYH�D�FOHDU� WHUULWRULDO�EDVH� WR� WKH�QHZ�PDUNHW�GHYHORSPHQW� VWUDWHJ\�� ,Q
IDFW��VXFK�QHZ�FRQFHSWV�DV�WKH�HQWUHSUHQHXULDO�VWULS��YiOODONR]iVL�|YH]HW���IDYRXUHG�DUHD
�NHGYH]PpQ\H]HWW� WpUVpJ��� DUHDV� RI� VWUXFWXUDO� WUDQVIRUPDWLRQ� �V]HUNH]HWiWDODNLWiV
WpUVpJHL��� LQQRYDWLRQ� FHQWUHV� �LQQRYiFLyV� N|]SRQWRN��� DQG� GHSUHVVHG� FURVV�ERUGHU� DUHD
�KiWUiQ\RV�KHO\]HW��KDWiUPHQWL� WpUVpJ��DUH� LQWURGXFHG�KHUH�DV� WKH�EDVLF� LQVWUXPHQWV� IRU
SROLF\�DFWLYLW\�DW�WKH�ORFDO�OHYHO��WKDW�ODUJHO\�FRLQFLGH�ZLWK�60(V�VXSSRUW�

7KH� LPSOHPHQWDWLRQ� RI� WZR� GHFUHHV� LQ� ����� DQG� ����� VWDUWHG� WKH� SURFHVV� RI� DFWXDO
GHFHQWUDOL]DWLRQ�� 7KH\� ZHUH� ZLWKLQ� WKH� IUDPHZRUN� RI� WKH� UHJLRQDO� UHIRUP� DQG� ZHUH
DGGUHVVHG�WR�LPSURYLQJ�WKH�VLWXDWLRQ�RI�VPDOO�HQWHUSULVHV��GHFHQWUDOL]LQJ�DQG�EHWWHU�FR�
RUGLQDWLQJ� SROLF\�PDNLQJ�� 3DUWLFXODUO\� LPSRUWDQW�ZDV� WKH� �����$FW� UHJDUGLQJ� UHJLRQDO
GHYHORSPHQW� EHFDXVH� LW� GHFHQWUDOL]HG� WR� UHJLRQDO� DQG� ORFDO� JRYHUQPHQWV� D� VXEVWDQWLDO
SDUW�RI�WKH�SROLFLHV�DQG�UHVRXUFHV�DGGUHVVHG�WR�VPDOO�HQWHUSULVHV��$Q�$FW�ZDV�DOVR�SDVVHG
RQ� VPDOO� HQWHUSULVHV� DQG� YHQWXUH� FDSLWDO� FRPSDQLHV� DQG� WKH� 0LQLVWU\� RI� )LQDQFH
DSSRLQWHG�D�PLQLVWHULDO�FRPPLVVLRQHU�WR�FR�RUGLQDWH�WKH�SURJUDPPHV�DQG�WKH�UHVRXUFHV
DGGUHVVHG�WR�VPDOO�HQWHUSULVHV��$�VSHFLDO�IXQG�WR�VXEVLGL]H�LQWHUHVW�RQ�LQYHVWPHQW�ORDQV
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IRU�VPDOO�HQWHUSULVHV�ZDV�DOVR�ILQDQFHG�DQG�WKH�ILUVW�5HJLRQDO�9HQWXUH�&DSLWDO�)XQG�ZDV
HVWDEOLVKHG�LQ�6HSWHPEHU�������.),��������.),��������

,Q� VSLWH� RI� WKHVH� FKDQJHV�� FRXQWLHV� FRQWLQXH� WR� EH� WKH� EDVLF� HOHPHQW� RI� WHUULWRULDO
RUJDQL]DWLRQ� DQG� FUXFLDO� GHFLVLRQDO�PDNLQJ� UHVSRQVLELOLW\� UHPDLQV� ZLWK� WKHP�� ,Q� WKH
HFRQRP\�� WKLV� LV� FRQFHQWUDWHG� LQ� WKHLU� &RXQFLOV� IRU� 7HUULWRULDO� 'HYHORSPHQW� ZKLFK
PDQDJHV� WKH� ILQDQFLQJ� RI� ORFDO� SURMHFWV� �IXQGHG� DOPRVW� H[FOXVLYHO\� E\� FHQWUDO� EXGJHW
DSSURSULDWLRQV��� 7KHVH� FRXQFLOV� RUJDQL]H� FRPSHWLWLYH� ELGGLQJ� IRU� SXEOLF� FRQWUDFWV� DW
FRXQW\�OHYHO�� LQ�ZKLFK�LQGLYLGXDO�SXEOLF�RU�SULYDWH�RUJDQL]DWLRQV� WDNH�SDUW��DQG�FKRRVH
ZLQQHUV�� 7KHLU� UROH� LV� LPSRUWDQW� IRU� VPDOO� HQWHUSULVHV� DOVR� LQ� SXEOLF� SURFXUHPHQW�� RI
ZKLFK� ORFDO� JRYHUQPHQWV� DQG� WKHLU� LQVWLWXWLRQV� KDYH� D� VKDUH� RI� PRUH� WKDQ� RQH� WKLUG�
60(V� JHW� D� YHU\� WLQ\� VKDUH� RI� SXEOLF� SURFXUHPHQW� FRQWUDFWV� DQG� WKLV� OLWWOH� VKDUH� LV
SULPDULO\� UHODWHG� WR� ORFDO� JRYHUQPHQWV� �.),� ������ �������� $OWKRXJK� WKH� &RXQFLOV

GLVFUHWLRQDU\�SRZHU�LV�JUHDW��D�UHSUHVHQWDWLYH�RI�WKH�0LQLVWU\�LV�D�PHPEHU�RI�WKH�&RXQFLO
DQG�FDQ�VWRS�DQ\�GHFLVLRQ��7KH������$FW�DOVR�FDOOV�IRU�WKH�HVWDEOLVKPHQW�RI�&RXQFLOV�IRU
5HJLRQDO�'HYHORSPHQW�WR�PDQDJH�WKRVH�TXHVWLRQV�WKDW�LQYROYH�PRUH�FRXQWLHV�

7KH�GHYHORSLQJ�V\VWHP�RI�ORFDO�JRYHUQDQFH�KDV�VRPH�GHILFLHQFLHV��EXW�LV�DSSDUHQWO\�DEOH
WR� PDNH� VRPH� SRVLWLYH� FRQWULEXWLRQ� WR� WKH� SURPRWLRQ� RI� HFRQRPLF� DQG� VRFLDO
GHYHORSPHQW�DW�WKH�ORFDO�OHYHO��LQFOXGLQJ�WKH�HVWDEOLVKPHQW�RI�60(V�� MRE�FUHDWLRQ��DQG
HQFRXUDJHPHQW�RI�LQQRYDWLRQ�DQG�HQWUHSUHQHXUVKLS���

0XQLFLSDOLWLHV�FDQ�QRZ�FRPSHWH�IRU�FHQWUDO�IXQGV�WKDW�WKH\�PD\�XVH�WR�FUHDWH�FRQGLWLRQV
SURPRWLQJ� HQWUHSUHQHXUVKLS� DQG� LQQRYDWLRQ�� )RU� LQVWDQFH�� YDULRXV�PXQLFLSDOLWLHV� KDYH
FRQWULEXWHG� WR� HVWDEOLVK� LQGXVWULDO� SDUNV�� LQFXEDWRUV�� DQG� RWKHU� VWUXFWXUHV� IRU� WKH
SURPRWLRQ� RI� HQWUHSUHQHXUVKLS�� 2WKHU� VWUXFWXUHV�� VXFK� DV� HQWUHSUHQHXULDO� FOXEV�� KDYH
EHHQ�HVWDEOLVKHG�E\�WKH�LQLWLDWLYH�RI�SULYDWH�LQGLYLGXDOV�RU�JURXS�RI�LQGLYLGXDOV��DOWKRXJK
RIWHQ�ZLWK�WKH�VXSSRUW�RI�PXQLFLSDOLWLHV��%HKLQG�WKHVH�DFWLRQV�LV�WKH�KRSH�RI�FUHDWLQJ�DQ
HQYLURQPHQW� DQG� D� GLIIXVHG� HQWUHSUHQHXULDO� FXOWXUH� WKDW� ZLOO� RIIHU� RSSRUWXQLWLHV� DQG
LQFHQWLYHV� IRU� SRWHQWLDO� LQYHVWRUV� DQG� HQWUHSUHQHXUV�� 6WUXFWXUHV� WKDW� DUH� VHW� XS� VKRXOG
GHFUHDVH� WKH� FRVWV� RI� HVWDEOLVKLQJ� EXVLQHVV�� ,QWHUYHQWLRQ� E\� WKH� SXEOLF� KDQG� ±� HLWKHU
DORQH� RU� LQ� FR�RSHUDWLRQ� ZLWK� SULYDWH� LQGLYLGXDOV� DQG� RUJDQL]DWLRQV� ±� KDV� WKH� UROH� RI
RYHUFRPLQJ� WKH� ODFN�RU� LQVXIILFLHQF\�RI�SULYDWH� VXSSO\�ZKLFK� DUH� FRQVHTXHQFHV�RI� WKH
IHDWXUHV�RI�WKH�SUH�WUDQVLWLRQ��HFRQRPLF�V\VWHP�DQG�WKH�GLIILFXOW\�RI�WUDQVLWLRQ�

&RXQWLHV� DUH� WKH� WUDGLWLRQDO� EDVLF� XQLW� RI� ORFDO� JRYHUQDQFH�� $OWKRXJK� WKH\� VXSSRUW
PXQLFLSDOLWLHV� LQ� WKHLU� HIIRUW� WR� SURPRWH� 60(V�� WKHLU� VLWXDWLRQ� LV� GLIILFXOW� DQG� WKHLU
DFWLYLW\� DQG� JRDOV� DUH� UDWKHU� DPELJXRXV��&RXQWLHV� ORVW�PXFK� RI� WKHLU� UHVRXUFHV�� IXQGV
DQG�SHUVRQQHO�LQ�WKH�HDUO\�����V�WR�WKH�FHQWUDO�JRYHUQPHQW�DQG�PXQLFLSDOLWLHV��+RZHYHU�
WKH\�DUH�VWLOO�UHVSRQVLEOH�IRU�YDULRXV�PDWWHUV�VXFK�DV�VFKRROV��KRVSLWDOV�DQG�URDGV�WKDW�DUH
RI� FUXFLDO� LPSRUWDQFH� IRU� ORFDO� GHYHORSPHQW�� 7KHLU� DWWLWXGH� WRZDUGV� WKH� QHZ
GHFHQWUDOL]DWLRQ�VWUDWHJ\�KDV�EHHQ�DPELJXRXV� IRU� VRPH� WLPH�� VLQFH� WKH\� IHOW� WKH\�ZHUH
XQGHU�DWWDFN�DQG�WKHLU�SRVLWLRQ�ZDV�OLNHO\�WR�EH�IXUWKHU� MHRSDUGL]HG��0RUH�UHFHQWO\�� WKH
FRXQWLHV�KDYH�VWDUWHG�WR�DGDSW�DQG�DFW�LQ�D�PRUH�FR�RUGLQDWH�DQG�FR�RSHUDWLYH�ZD\�DORQJ

������������������������������������������������
�� 7KH�IROORZLQJ�FRQVLGHUDWLRQ�DUH�EDVHG�RQ�27.�������.),������DQG�RWKHU�RIILFLDO�GHFUHHV��QHZVSDSHU
DUWLFOHV�DQG�FRQVXOWDWLRQV�ZLWK�YDULRXV�H[SHUWV�
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WKH�OLQHV�RI�WKH�QHZ�UHJLRQDO�SURMHFW��7KH�RXWFRPH�VR�IDU�LV�D�VWLOO�ZHDN�V\VWHP�RI�ORFDO
JRYHUQDQFH� LQ� ZKLFK� WKH� FHQWUDO� JRYHUQPHQW� KDV� WKH� FUXFLDO� UROH� LQ� GHFHQWUDOL]HG
PDWWHUV��+RZHYHU�� WKH� LPSDFW�RI� WKH� FHQWUDO� JRYHUQPHQW�ZDV�JUHDWO\�ZHDNHQHG� E\� WKH
UHRUJDQL]DWLRQ� LPSOHPHQWHG� LQ� WKH� HDUO\� ����V�� VLQFH� SDUW� RI� WKH� UHVSRQVLELOLW\� RI
FRXQWLHV�ZDV�DOORFDWHG�WR�GLIIHUHQW�PLQLVWULHV�DQG�GLIIHUHQW�IXQGV��PDNLQJ�FR�RUGLQDWLRQ
GLIILFXOW�

,Q� WKLV� QHZ� VLWXDWLRQ�� PXQLFLSDOLWLHV� EHFRPH� WKH� PRVW� DFWLYH� DQG� LQQRYDWLYH� DFWRU� LQ
ORFDO� JRYHUQDQFH�� 0XQLFLSDOLWLHV� RIWHQ� HVWDEOLVK� LPSRUWDQW� DQG� DSSDUHQWO\� HIIHFWLYHO\
ZRUNLQJ�SDUWQHUVKLSV�ZLWK�WKH�SULYDWH�VHFWRU�� LQ�SDUWLFXODU�ZLWK�60(V�DQG�DVVRFLDWLRQV
RI�60(V��0XQLFLSDOLWLHV�KDYH� LQGHHG�JUHDW� LQFHQWLYHV� WR�GHYHORS� WKHLU�FRPPXQLW\�DQG
ORFDO�HFRQRP\��EXW��FRPSHWLWLRQ�IRU�FHQWUDO�IXQGV��GXSOLFDWLRQ�RI�SURMHFWV�DQG�ODFN�RI�FR�
RUGLQDWLRQ�ZLWK�RWKHU�FRPPXQLWLHV�FDQ�HDVLO\� UHVXOW�� ,Q� IDFW�� RQO\� D�ZHDN� LQWHUPHGLDWH
OHYHO�RI�JRYHUQDQFH�H[LVWV��VLQFH�WKH�UROH�RI�WKH�FRXQWLHV�KDV�EHHQ�ZHDNHQHG��WKH�UHJLRQV
DUH� RQO\� PDNLQJ� WKHLU� ILUVW� VWHSV�� QR� DOWHUQDWLYH� VSRQWDQHRXV� LQVWLWXWLRQV� H[LVW�� DQG
PXQLFLSDOLWLHV� DUH� WRR� VPDOO� WR� VHW� XS� VXFK� LQVWLWXWLRQV�� 7KH� FHQWUDO� JRYHUQPHQW
FRQWLQXHV� WR� EH� WKH� IXQGDPHQWDO� SOD\HU�� 3HUVLVWHQW� FHQWUDOL]DWLRQ� DQG� EUDQFK� DSSURDFK
IDYRXU�WKH�SXUVXH�RI�UHQWV��ODFN�RI�FR�RUGLQDWLRQ�DQG�SRRU�LQWHJUDWLRQ�RI�SURMHFWV�

6HHQ�IURP�WKH�SHUVSHFWLYH�RI�60(V��WKH�XQGHUGHYHORSPHQW�DQG�WKH�VWLOO�UDWKHU�XQIULHQGO\
DWWLWXGH�RI� WKH� ILVFDO�DQG�ILQDQFLDO� V\VWHPV�DUH�D�JUHDW�SUREOHP� WKDW� ORFDO�JRYHUQPHQWV
DUH�XQDEOH�WR�VROYH��7HUULWRULDO�JRYHUQPHQWV�DQG�RUJDQV�KDYH�RQO\�D�YHU\�PRGHVW�SRZHU
WR�LQIOXHQFH�WKH�ILVFDO�WUHDWPHQW�RI�HQWHUSULVHV�DFFRUGLQJ�WR�WKH�ORFDO�VLWXDWLRQ�DQG�WKHLU
RZQ�SULRULWLHV��ZKLOH�GHFHQWUDOL]HG�ILQDQFLDO�VWUXFWXUHV�IRU�ORFDO�FUHGLW�DUH�VWLOO�PLVVLQJ�
$OWKRXJK� ORFDO� �PXQLFLSDOLW\� DQG� FRXQW\�� GHYHORSPHQW� FRPSDQLHV� DUH� JURZLQJ�� WKHLU
FRQWULEXWLRQ�LV�VWLOO�PRGHVW��H[FHSW�LQ�GUDZLQJ�XS�SURMHFWV�DQG�PDQDJLQJ�VRPH�VWUXFWXUHV
�H�J��LQGXVWULDO�SDUNV��

$� IXUWKHU� LPSRUWDQW�DVSHFW� LV� WKDW� WKH�EXGJHW�FRQVWUDLQW�RI� ORFDO�JRYHUQPHQWV� LV� UDWKHU
VRIW� EHFDXVH� RI� DFFHVV� WR� FHQWUDO� IXQGV��ZKLOH� WKDW� RI� WKH� FHQWUDO� JRYHUQPHQW� EHFDPH
TXLWH� KDUG�� 7KH� PDLQ� FRQVHTXHQFH� LV� WKDW� WKH� FHQWUDO� JRYHUQPHQW� �PLQLVWULHV�� FHQWUDO
IXQGV��KDV�WR�UDWLRQ�IXQGV�IRU�ORFDO�LQLWLDWLYHV��DOWKRXJK�LW�ODFNV�VXIILFLHQW�LQVWUXPHQWV�WR
FRQVLVWHQWO\� FKRRVH� WKH�PRVW� LQQRYDWLYH� DQG� SURGXFWLYH� SURMHFWV�� 7KLV� SDUWO\� H[SODLQV
ZK\�HQWU\�DQG�H[LW�PHFKDQLVPV� LQ� WKH�60(V�VHFWRU�GR�QRW�ZRUN�SURSHUO\��%DUJDLQLQJ
ERWK�H[�DQWH�DQG�H[�SRVW�FDQ�KHOS�WR�ILQG�DFFHSWDEOH�VROXWLRQV�LQ�D�TXDVL�PDUNHW�IDVKLRQ�
EXW� WKLV� LV� D� FRVWO\� DQG� QRW� DOZD\V� HIILFLHQW� GHFLVLRQ� PDNLQJ� SURFHVV�� 7KLV� V\VWHP
IDYRXUV�FRQVHUYDWLYH�FKRLFHV�DQG�WKH�XVH�RI�FRQVHUYDWLYH�ODERXU�DQG�LQGXVWULDO�SROLFLHV�
ZKLFK� LV� D� IXUWKHU� REVWDFOH� WR� WKH� PRGHUQL]DWLRQ� RI� WKH� 60(� VHFWRU�� ,W� LV� RQO\� D
FRQVLVWHQW� LPSOHPHQWDWLRQ�RI� WKH� UHJLRQDO� UHIRUP�� VWUHQJWKHQHG�E\� WKH�GHFHQWUDOL]DWLRQ
RI� UHVRXUFH� DOORFDWLRQ� DQG� UHVSRQVLELOLW\�� WKDW� FDQ� SURGXFH� D� FRQWH[W� SURPRWLQJ� WKH
GHYHORSPHQW�RI�D�VWURQJ�DQG�PRGHUQ�60(�VHFWRU�DQG�FDQ�VXSSRUW�WKH�LQWHJUDWLRQ�LQ�WKH
(8�

,Q� VSLWH� RI� WKHVH� VKRUWFRPLQJV�� ORFDO� JRYHUQPHQWV� LQ� +XQJDU\� ±� LQ� SDUWLFXODU
PXQLFLSDOLWLHV��EXW�LQ�WKH�IXWXUH�DOVR�UHJLRQV�±�DUH�EHFRPLQJ�LQFUHDVLQJO\�LPSRUWDQW�IRU
VXSSRUWLQJ� WKH� IRXQGDWLRQ� DQG� DFWLYLW\� RI� 60(V��$ORQJ�ZLWK� WKH� UROH� RXWOLQHG� DERYH�
WKH\�FDQ���D��VHOO�RU�UHQW�WKHLU�RZQ�ODQG�IRU�D�ORZ�SULFH���E��LPSRVH�ORFDO�WD[HV�DQG�JUDQW
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WD[� H[HPSWLRQV� RU� UHGXFWLRQV� IRU� QHZ� HQWHUSULVHV�� �F�� VXSSRUW� HPSOR\PHQW� YLD� VRFLDO
SROLF\��DQG��G��IRVWHU�WKH�VXSSO\�RI�UHDO�VHUYLFHV��,Q�WKH�UHFHQW�SDVW�WKH\�FRXOG�DOVR�OHQG
PLFUR�FUHGLW��EXW�QRZ�WKLV�LV�IRUELGGHQ��7KH�LPSDFW�RI�DOO�WKHVH�DFWLYLWLHV�LV�VWLOO�PRGHVW�
EXW�WKH�WUHQG�LV�FOHDUO\�ULVLQJ�

/RFDO� JRYHUQPHQWV� DOVR� DFW� ZLWK� VSHFLILF� RUJDQL]DWLRQV�� RIWHQ� ZLWK� WKH� KHOS� RI� WKH
QDWLRQDO� JRYHUQPHQW� DQG� LQWHUQDWLRQDO� DJHQFLHV�� SDUWLFXODUO\� LQ� PDMRU� FULVLV� DUHDV�
9DULRXV� GHYHORSPHQW� DJHQFLHV� RI� GLIIHUHQW� W\SHV� �LQVWLWXWHV�� IRXQGDWLRQV�� FRPSDQLHV��
ZRUNLQJ� DFFRUGLQJ� WR� GLIIHUHQW� SULQFLSOHV� �QRQSURILW�� SXUHO\� IRU�SURILW�� RU� ERWK��� KDYH
EHHQ� HVWDEOLVKHG� LQ� WKLV� VSLULW�� GLUHFWO\� RU� LQGLUHFWO\� VXSSRUWLQJ� 60(V�� LQ� SDUWLFXODU
VPDOOHU�RQHV��0DQ\�RI�WKHVH�DJHQFLHV�DUH�ORFDOO\�EDVHG��7KH\�PD\�KDYH�D�PL[HG�QDWXUH
DQG� DUH� HVWDEOLVKHG� E\� ORFDO� JRYHUQPHQWV� �XVXDOO\� LQGLYLGXDO�PXQLFLSDOLWLHV� RU� JURXSV
WKHUHRI��EXW�DOVR� FRXQWLHV� DQG�QRZ� UHJLRQV�� DQG�RWKHU�RUJDQL]DWLRQV�� VXFK� DV�QDWLRQDO�
OHYHO�EDQNV��7KH�JRDO�RI�WKHVH�RUJDQL]DWLRQV�LV�WR�DWWUDFW�HQWHUSULVHV�WR�WKH�UHJLRQ�RU�WKH
ORFDO�DUHD��VXSSO\�FUHGLW�DQG�LQIRUPDWLRQ�IRU�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV��VXSSO\
YHQWXUH� FDSLWDO�� XVXDOO\� WR� 60(V�� RU� WR� SXUVXH� PXFK� PRUH� VSHFLDOL]HG� DLPV�� VXFK� DV
EXLOGLQJ�SLORW�ILUPV�IRU�LQQRYDWLRQ�LQ�VHOHFWHG�ILHOGV�

2WKHU�DJHQFLHV�DUH�ORFDO�EUDQFKHV�RI�QDWLRQDO�VWUXFWXUHV��7KH\�DUH�XVXDOO\�VHW�XS�E\�WKH
QDWLRQDO� JRYHUQPHQW�� RIWHQ� WRJHWKHU� ZLWK� IRUHLJQ� VSRQVRUV� DQG� KDYH� RIILFHV� LQ� HDFK
FRXQW\��7KHLU�JRDO�LV�GLUHFWO\�WR�VXSSRUW�WKH�GHYHORSPHQW�RI�HQWHUSULVHV�E\�VXSSO\LQJ�UHDO
RU� ILQDQFLDO� VHUYLFHV� �VXFK� DV� FUHGLW� JXDUDQWHH�� WR� 60(V� RU� WR� VXSSRUW� FRXQWLHV�
PXQLFLSDOLWLHV��DQG�SULYDWH�LQYHVWRUV�WKDW�ZDQW�WR�VWDUW�VLPLODU�LQLWLDWLYHV�

7KH� DFWLRQV� LPSOHPHQWHG� VR� IDU� E\� ORFDO� DQG� QDWLRQDO� JRYHUQPHQWV� KDYH� VXSSOLHG� LQ
SDUWLFXODU� LQGLUHFW� VXSSRUW� RI� 60(V� E\� FRQWULEXWLQJ� WR� WKH� FUHDWLRQ� RI� D� VXSSRUWLYH
HQYLURQPHQW��LQFOXGLQJ�LQIUDVWUXFWXUH��VXSSO\�RI�ILQDQFLDO�DQG�UHDO�VHUYLFHV��DQG�D�SURSHU
WD[�DQG�DGPLQLVWUDWLYH�V\VWHP��6RPH�LPSRUWDQFH�ZDV�DOVR�DVVLJQHG�WR�SXVKLQJ�60(V�WR
FR�RSHUDWH� LQ� WKH� IXOILOPHQW�RI� WKH�JRDOV�RI� HFRQRPLF� DQG� VRFLDO� GHYHORSPHQW� DW� ORFDO
OHYHO��0XFK�OHVV�HIIRUW��LI�DQ\��ZDV�DVVLJQHG�WR�VXSSRUW�60(V�LQ�YHUWLFDO�LQWHJUDWLRQ�ZLWK
ODUJHU�ILUPV�RU�WR�HQFRXUDJH�WKH�QHWZRUNLQJ�RI�60(V�RQ�WKH�GRPHVWLF�DQG�LQWHUQDWLRQDO
PDUNHW�

2QH� VKRXOG� DOVR� QRWLFH� WKDW�� LQ� VSLWH� RI� WKHLU� JUHDW� DQG� LQFUHDVLQJ� QXPEHU�� IHZ� ORFDO
DJHQFLHV�KDYH�DQ\� UHDO� LPSDFW�RQ� WKH� ORFDO� HFRQRP\��0RVW�RI� WKHP�KDYH�YHU\�PRGHVW
VWUXFWXUHV�� VPDOO� ILQDQFLDO� PHDQV� DQG� ZHDN� RSHUDWLRQDO� FDSDFLW\�� +RZHYHU�� WKHLU
GHYHORSPHQW�LV�UDSLG�DQG�WKHLU�UROH�LV�EHFRPLQJ�PRUH�LPSRUWDQW�IRU�60(V��7KH�VLWXDWLRQ
RI�ORFDO�EUDQFKHV�RI�QDWLRQDO�RUJDQL]DWLRQV�LV�VLPLODU�

��� $�QHZ�VWUDWHJ\�IRU�ORFDO�GHYHORSPHQW�DQG�60(V"

7KH� JRYHUQPHQW� HVWDEOLVKHG� IROORZLQJ� WKH� ����� HOHFWLRQV� LQWURGXFHG� VRPH� PDMRU
FKDQJHV� LQ� ORFDO� RUJDQL]DWLRQ� DQG� JRYHUQDQFH��$IWHU� VRPH�PRQWKV� RI� XQFHUWDLQW\� WKDW
VWRSSHG�WKH�LPSOHPHQWDWLRQ�RI�WHUULWRULDO�UHRUJDQL]DWLRQ��WKH�PRVW�YLVLEOH�DQG�LPSRUWDQW
VXFK�FKDQJH�ZDV�WKDW�D�GLIIHUHQW�±�UHRUJDQL]HG�DQG�VWUHQJWKHQHG�±�PLQLVWU\�REWDLQHG�WKH
FRQWURO�RYHU�UHJLRQDO�GHYHORSPHQW��7KLV�LV�WKH�0LQLVWU\�IRU�$JULFXOWXUH�DQG�&RXQWU\VLGH
'HYHORSPHQW� �)|OGP�YHOpV�J\L� pV� 9LGpNIHMOHV]WpVL� 0LQLV]WpULXP��� 7KLV� KDV� EHHQ� D
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UDGLFDO� UHRUJDQL]DWLRQ� WKDW� UHIOHFWV� SRZHU� UHODWLRQV� ZLWKLQ� WKH� QHZ� JRYHUQPHQW�
$OWKRXJK� DSSDUHQWO\� QR� UDGLFDO� FKDQJH� RI� VWUDWHJ\� WRRN� SODFH�� WKH� PHDQLQJ� RI
DGPLQLVWUDWLYH�GHFHQWUDOL]DWLRQ�FKDQJHG�VXEVWDQWLDOO\��)90�������

7KH� DFFHQW� ±� DQG� UHODWLYH� UHVRXUFHV� ±� RI� SROLF\� LQWHUYHQWLRQ� DQG� VXSSRUWLQJ� UHVRXUFHV
KDYH� FOHDUO\� VKLIWHG� IURP� UHJLRQDO� GHYHORSPHQW� DV� D� FRPSOH[� FRQFHSW� DQG� VHW� RI
DFWLYLWLHV� WR� WKH�GHYHORSPHQW�RI� WKH� FRXQWU\VLGH� FRQVLGHUHG� DV� WKH� DUHD�ZKHUH�PRGHUQ
DJULFXOWXUDO�DFWLYLW\�WDNHV�SODFH��7KH�JRDO�RI�UHJLRQDO�SROLF\�VKLIWHG��DW�OHDVW�LQ�SULQFLSOH�
WR�DJULFXOWXUDO�VXSSRUW�DQG�PRGHUQL]DWLRQ�LQFOXGLQJ�GHYHORSPHQW�RI�WKRVH�ORFDOO\�EDVHG
QRQ�DJULFXOWXUDO�DFWLYLWLHV�WKDW�HLWKHU�FDQ�EH�FRQVLGHUHG�DV�D�VLGH�SURGXFW�RI�DJULFXOWXUDO
DFWLYLW\� RU� WKDW� DUH� FRPSOHPHQWDU\� WR� D� GHYHORSHG� DJULFXOWXUDO� FRXQWU\VLGH�� 3ROLWLFDO
FRQVLGHUDWLRQV� DSDUW�� WKLV� VWUDWHJ\� LV� DSSDUHQWO\� DQ� DWWHPSW� WR� SUHVHUYH� WKH� WUDGLWLRQDO
FKDUDFWHU�RI�WKH�+XQJDULDQ�FRXQWU\VLGH��WKUHDWHQHG�E\�(8�LQWHJUDWLRQ��E\�VXSSRUWLQJ�LWV
PRGHUQL]DWLRQ�

$�PDMRU�GLIIHUHQFH�ZLWK�WKH�VWUDWHJ\�IROORZHG�E\�WKH�SUHYLRXV�JRYHUQPHQW�LV�WKDW�SROLF\
VXSSRUW� WR� WKH� GHYHORSPHQW� RI� 60(V� LV� QRZ� FOHDUO\� VSOLW� LQ� WZR� SDUWV� PDNLQJ� FR�
RUGLQDWLRQ� SUREOHPV� LQHYLWDEO\� PRUH� FRPSOH[�� 7KHUH� DUH� WKH�0LQLVWU\� RI� $JULFXOWXUH
3URJUDPPH�IRU�WKH�EURDGO\�FRQFHLYHG�DJUDULDQ�VHFWRU�DQG�D�SURJUDPPH�RI�60(�VXSSRUW
LQ�RWKHU�EUDQFKHV�WKDW�LV�FOHDUO\�VHSDUDWHG�IURP�UHJLRQDO�UHRUJDQL]DWLRQ��7KH�0LQLVWU\�RI
(FRQRPLF�$IIDLUV�LQ�WKH�QHZ�JRYHUQPHQW�SUHVHQWHG�LWV�PHGLXP�WHUP�VWUDWHJ\�IRU�PLFUR
DQG�60(V�LQ�'HFHPEHU�������0.*0�����D��DQG�SUHSDUHG�D�SURSRVDO�IRU�D�VSHFLILF�ODZ
IRU�60(�VXSSRUW�WKDW�KDV�EHHQ�HQIRUFHG�VLQFH���-DQXDU\�������7KH�VWUDWHJ\�DQG�WKH�ODZ
LQFOXGH�VRPH�LPSRUWDQW�OHDGLQJ�LGHDV�WKDW�DUH�ZRUWK�GLVFXVVLQJ�EULHIO\��0.*0�����E��

)LUVW��WKH�PRVW�LPSRUWDQW�JRDO�RI�WKH�VWUDWHJ\�LV�WR�VWUHQJWKHQ�60(V�DELOLW\�WR�FUHDWH�MREV�
7KLV� DVSHFW� LV� VWUHVVHG� WKURXJKRXW� WKH� VWUDWHJ\�� VR� WKDW� ZH� FDQ� FRQVLGHU� LW� DV� WKH� WRS
SULRULW\�� $OWKRXJK� LW� LV� UDWKHU� REYLRXV� WR� VWUHVV� WKLV� DVSHFW� LQ� D� KLJK� XQHPSOR\PHQW
VLWXDWLRQ��WKH�GRFXPHQW�GRHV�QRW�SUHVHQW�D�FOHDU�VWUDWHJ\�WR�UHDFK�WKLV�JRDO��2YHUDOO��WKLV
SULRULW\�VXJJHVWV�WKDW�WKH�UROH�RI�60(V�LV�VHHQ�DV�UHVLGXDO�WR�WKDW�RI�ODUJH�HQWHUSULVHV��,Q
WKLV� SHUVSHFWLYH�� 60(V� DUH� ERXQG� WR� EHFRPH�PRUH� GHSHQGHQW� RQ� ODUJH� FRPSDQLHV� DV
WKHLU�ZD\�WR�PRGHUQL]DWLRQ�DQG�WR�HQWHU�WKLV�ZD\�WKH�LQWHUQDWLRQDO�GLYLVLRQ�RI�ODERXU�

7KLV� LPSUHVVLRQ� LV� VWUHQJWKHQHG� ZKHQ� ORRNLQJ� DW� VRFLDO� DQG� HFRQRPLF� SROLF\� JRDOV�
6RPH�RI�WKH�JRDOV�DUH�JHQHUDO��LPSURYH�WKH�VPDOO�EXVLQHVVPHQ
V�VWDWXV�DQG�FDSDELOLWLHV�
PDNH�WKHP�D�SLOODU�LQ�WKH�ERXUJHRLV�YDOXH�V\VWHP��RSHQ�RSSRUWXQLWLHV�WR�DOO�JURXSV�LQ�WKH
VRFLHW\��VWUHQJWKHQ�ODZ�DELGLQJ�EHKDYLRXU��FRQVROLGDWH�H[LVWLQJ�60(V�DQG�LPSURYH�WKHLU
WHFKQLFDO� OHYHO� DQG� LQQRYDWLRQ� DELOLW\�� VXSSRUW� SDUWLFLSDWLRQ� LQ� (8� LQWHJUDWLRQ� DQG
JOREDOL]DWLRQ�� 7ZR� JRDOV� DUH� PRUH� VSHFLILF�� LQFUHDVLQJ� 60(V� VKDUH� LQ� WKH� GRPHVWLF
PDUNHW�DQG�VWUHQJWKHQLQJ�WKHLU�DFFHVV�WR�WKH�ZRUOG�PDUNHW��7KH�ODWWHU�JRDO�LV�FRQFUHWL]HG
LQ�WKH�VXSSRUW�JLYHQ�WR�WKH�GHYHORSPHQW�RI�VXEFRQWUDFWLQJ��ZKLFK�LV�LQWHQGHG�WR�SOD\�WKH
UROH�RI�D�EULGJH�IRVWHULQJ�FR�RSHUDWLRQ�EHWZHHQ� ODUJH�FRPSDQLHV�DQG�VPDOOHU�RQHV��$OO
WKLV� VKRXOG� ILUVW�SURGXFH�FRQYHUJHQFH�RI�JURZWK� UDWHV�RI� GLIIHUHQW� VL]H� HQWHUSULVHV� DQG
WKHQ�ZRXOG�UHVXOW�LQ�60(�JURZWK�UDWHV�WR�VXUSDVV�WKH�HFRQRP\
V�UDWH�

7KH�JRDOV�RI�WKLV�VWUDWHJLF�SROLF\��WKH�VWULFW�VFKHGXOH�IRU�ZRUNLQJ�RXW�WKH�VXSSRUWLQJ�OHJDO
IUDPHZRUN�DQG�WKH�ODWWHU�UDSLG�DSSURYDO�UHSUHVHQW�LPSRUWDQW�SURJUHVV��EXW�UHTXLUH�D�VKRUW
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FRPPHQW� RQ� WZR� VWUDWHJLF� TXHVWLRQV�� )LUVW�� DUH� VSHFLILF� JRDOV� DQG� SROLF\� LQVWUXPHQWV
DSSURSULDWH� WR�SXUVXH�WKRVH�JRDOV"�6HFRQG��GRHV� WKLV�VWUDWHJ\�VRXQG�RU�GRHV� LW� LPSO\�D
ZDVWH� RI� SRWHQWLDOO\� H[LVWLQJ� RSSRUWXQLWLHV� DQG� UHVRXUFHV"� $V� WR� VSHFLILF� JRDOV� DQG
LQVWUXPHQWV��RQH�LPSRUWDQW�SRVLWLYH�DVSHFW�RI�WKH�VWUDWHJ\�LV�WKDW�LW�DSSURDFKHV�60(V�E\
GLIIHUHQWLDWLQJ� LQVWUXPHQWV� DFFRUGLQJ� WR� HQWHUSULVH� VL]H�� 7KHVH� DUH� GLYLGHG� LQWR� WKUHH
JURXSV�� PLFUR�� �
IDPLO\
�� HQWHUSULVHV�� VPDOO� HQWHUSULVHV� DQG� PHGLXP�VL]HG� HQWHUSULVHV�
)RU� WKH� ILUVW� JURXS�� WKH� EDVLF� LQVWUXPHQWV� DUH� UDGLFDO� UHGXFWLRQ� RI� DGPLQLVWUDWLYH
UHTXLUHPHQW� DQG� VLPSOLILFDWLRQ� RI� WD[� SD\PHQWV� �LQ� SDUWLFXODU�� E\� H[SDQGLQJ� IODW� UDWH
WD[DWLRQ�DQG�ZLGHQLQJ�WKH�VR�FDOOHG� 
RQH�VWRS�VKRS
�V\VWHP�RI�SURYLGLQJ�DGPLQLVWUDWLYH
VHUYLFHV���PLFUR�FUHGLW��WKH�VXSSRUW�WR�HPSOR\PHQW�RI�IDPLO\�PHPEHUV��WKH�XQHPSOR\HG
DQG�QHZ�HQWUDQWV�RQ�WKH�ODERXU�PDUNHW��DQG�WKH�VXSSO\LQJ�H[SHUW�FRQVXOWLQJ��7KHVH�DUH
VWDQGDUG�PHDVXUHV�WKDW�GR�QRW�JR�EH\RQG�WUDGLWLRQDO�SROLF\�VFKHPHV��0RUH�LPSRUWDQW�LQ
P\�YLHZ�LV�WKH�JRYHUQPHQW�FRPPLWPHQW�WR�IDFLOLWDWH�WKH�GHYHORSPHQW�RI�PXWXDO�VXSSRUW
VFKHPHV� DQG� OHQGLQJ�ZKLOH�SURYLGLQJ�JXDUDQWHHV�� ,W�ZLOO� EH� LPSRUWDQW� WR� VHH� KRZ� WKLV
FRPPLWPHQW�ZLOO�EHFRPH�RSHUDWLRQDO�

3DUWLFXODUO\� LPSRUWDQW� DQG� LQWHUHVWLQJ� DUH� WKH� LQVWUXPHQWV� IRU� VPDOO� HQWHUSULVHV�
7UDGLWLRQDO� LQVWUXPHQWV�RI� UHGXFLQJ�DQG�VLPSOLI\LQJ� DGPLQLVWUDWLYH� DQG� WD[�EXUGHQ� DUH
RIIHUHG� DOVR� LQ� WKLV� FDVH�� WRJHWKHU� ZLWK� LQIRUPDWLRQ� VHUYLFHV�� FUHGLW� JXDUDQWHHV� DQG
LQWHUHVW�SD\PHQW�VXSSRUW�DQG�VXSSRUW�IRU� WUDLQLQJ�SXUSRVHV��3DUWLFXODUO\�LPSRUWDQW�KHUH
LV� WKH� JRYHUQPHQW� LQWHQWLRQ� RI� IDFLOLWDWLQJ� DFFHVV� WR� ULVN� FDSLWDO� IRU� WKRVH� VPDOO
EXVLQHVVHV�ZKLFK�DUH�FDSDEOH�RI�UDSLGO\�GHYHORSLQJ�DQG�LPSOHPHQWLQJ�PDMRU�LQYHVWPHQW
SURMHFWV� DQG� RI� VWUHQJWKHQLQJ� LQWHU�HQWHUSULVH� UHODWLRQV� DQG� GHYHORSLQJ� HQWHUSULVH
QHWZRUNV�

7KH� PRVW� DPELWLRXV� JRDOV� DUH� VHW� IRU� PHGLXP�VL]HG� HQWHUSULVHV� ZKRVH� GHYHORSPHQW
VKRXOG�EH�DGGUHVVHG�SDUWLFXODUO\�WR�IRUHLJQ�PDUNHWV��7KHVH�ILUPV�VKRXOG�SOD\�D�VWUDWHJLF
UROH� LQ� FRQQHFWLQJ� ODUJH� WUDQVQDWLRQDO� FRPSDQLHV� DQG� VPDOO� GRPHVWLF� HQWHUSULVHV�� 7KH
JRYHUQPHQW�FODLPV�WKDW�H[LVWLQJ�ILQDQFLDO�VRXUFHV��WKRVH�RIIHUHG�E\�ILQDQFLDO�LQVWLWXWLRQV
DQG� FDSLWDO� PDUNHW� DQG� WKH� H[LVWLQJ� FRPSHWLWLYH� VFKHPHV�� DUH� VXLWDEOH� IRU� DFKLHYLQJ
WKHVH�REMHFWLYHV�DQG�ILW�IRU�IXWXUH�LPSURYHPHQWV�

$� IXUWKHU� JHQHUDO� VHW� RI� LQVWUXPHQWV� ZKLFK� ZLOO� DIIHFW� DOO� NLQGV� RI� 60(V� DUH
GHFHQWUDOL]HG�UHJLRQDO�DQG�UXUDO�GHYHORSPHQW�PHDVXUHV�� LQFOXGLQJ�IXQGV�HDUPDUNHG�IRU
VSHFLILF� UHJLRQV�� VXSSRUW� V\VWHPV� IRU� HQWHUSULVH� ]RQHV�� LQGXVWULDO� SDUNV� DQG� EXVLQHVV
LQFXEDWRUV� DORQJ� WKH� OLQHV� DOUHDG\� HQYLVDJHG� DQG� LPSOHPHQWHG� E\� WKH� SUHYLRXV
JRYHUQPHQW�� )XUWKHU�� WKH� VWUDWHJ\� LQFOXGHV� WKH� LPSRUWDQW� JRDOV� RI� PXFK� QHHGHG
LPSURYHPHQW� LQ� WKH� SUHGLFWDELOLW\� RI� WKH� HFRQRPLF� HQYLURQPHQW�� VHFXULW\� RI� ODZ� IRU
HQWUHSUHQHXUV�DQG�SURYLVLRQ�RI�IDLU�FRPSHWLWLRQ�UXOHV��7KLV��WRJHWKHU�ZLWK�WKH�HTXDOL]LQJ
ILVFDO�EXUGHQV�ZLWK� WKRVH�RI� ODUJH�HQWHUSULVHV� LQ� WKH�SODQQHG� �EXW�SRVWSRQHG������� WD[
UHIRUP� DQG� DQQRXQFHG�PHDVXUHV� WR� SURPRWH� OHJDOL]DWLRQ� RI� LUUHJXODU� MREV�� SXUVXH� WKH
JRDO�RI�ILJKWLQJ�WKH�XQGHUJURXQG�HFRQRP\�

$� PDMRU� FKDQJH� KDV� DOVR� EHHQ� DQQRXQFHG� LQ� WKH� V\VWHP� RI� JRYHUQPHQW� VXSSRUW� IRU
HFRQRPLF�DFWLYLWLHV��7KH�EDVLF�SULQFLSOH�RI�JRYHUQPHQW�VXSSRUW�IRU�HQWHUSULVHV�ZLOO�EH�WR
IXUWKHU� ILQDQFH� SURMHFWV� LQVWHDG� RI� ILQDQFLQJ� LQVWLWXWLRQV�� 7KLV� FRXOG� VWUHQJWKHQ� SDVW
LPSURYHPHQWV��UHGXFLQJ�WKH�EXUHDXFUDWLF�EXUGHQ��+RZHYHU��WKH�GDQJHU�H[LVWV�WKDW�VXFK�D
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PHDVXUH�ZLOO�FHQWUDOL]H�WKH�SXEOLF�DFWLRQ�IRU�60(V��PDNLQJ�LW�PRUH�ULJLG��7KH�RXWFRPH
ZLOO�GHSHQG�RQ�WKH�DFWXDO�LPSOHPHQWDWLRQ�RI�WKH�GHFLVLRQ��7KH�XVH�RI�VXFK�IXQGV�ZLOO�EH
FRQWUROOHG� WKURXJK� DSSURSULDWH� PRQLWRULQJ� V\VWHPV�� $OVR� LPSRUWDQW� LV� WKH� LQWHQW� WR
HVWDEOLVK� DQ� LQGHSHQGHQW� IXQG� IRU� 60(V� XQGHU� WKH� VXSHUYLVLRQ� RI� WKH� 0LQLVWU\� RI
(FRQRPLF� $IIDLUV�� VWDUWLQJ� ZLWK� WKH� ����� EXGJHW���� 7KLV� LV� LQWHQGHG� WR� JLYH
WUDQVSDUHQF\�� FR�RUGLQDWLRQ� DQG� SUHGLFWDELOLW\� WR� EXGJHWDU\� VXSSRUW� RI� 60(V
GHYHORSPHQW� SURJUDPPHV�� 7KH� IXQG� ZLOO� EH� XVHG� WR� ILQDQFH� YDULRXV� SURJUDPPHV
LQFOXGLQJ�� PLFUR�FUHGLW� DQG� VXSSRUW� WR� WHFKQLFDO� GHYHORSPHQW�� SURPRWLRQ� RI� UHJLRQDO
ULVN� FDSLWDO� IXQGV� IRU� VPDOO� EXVLQHVVHV�� H[SDQVLRQ� RI� JXDUDQWHH� VFKHPHV� �DQG
HQFRXUDJHPHQW�WR�GHFHQWUDOL]HG�JXDUDQWHH�DVVRFLDWLRQV���SURPRWLRQ�RI�VPDOO�HQWHUSULVHV
DFFHVV�WR�WKH�LQWHUQDWLRQDO�PDUNHWV�DQG�WR�IUDQFKLVH�V\VWHPV��VXSSRUW�WR�VPDOO�EXVLQHVVHV
SXUFKDVH�DVVRFLDWLRQV��ILQDQFLQJ�WDVNV�UHODWHG�WR�VXEFRQWUDFWRUV�SURJUDPPHV����DV�ZHOO
DV�VXSSRUW�WR�WKH�HVWDEOLVKPHQW�DQG�PDLQWHQDQFH�RI�LQFXEDWRU�KRXVHV��WR�HGXFDWLRQDO�DQG
WUDLQLQJ�SURJUDPPHV��DQG�WR�UHDO�VHUYLFHV�DQG�LQIUDVWUXFWXUH�DOVR�UHODWHG�WR�WKH�60(V�(8
DFFHVV�

7KH�VWUDWHJ\�DOVR�WDNHV�D�SRVLWLRQ�LQ�WKH�ORQJ�GHEDWHG�LVVXH�RI�HVWDEOLVKLQJ�VSHFLILF�FUHGLW
LQVWLWXWLRQV� IRU� 60(V� E\� VWUHVVLQJ� WKDW� OHQGLQJ� WR� 60(V� LV� WKH� IXQGDPHQWDO
UHVSRQVLELOLW\� RI� FUHGLW� LQVWLWXWLRQV� DQG� WKHUH� LV� QR� QHHG� WR� VHW� XS� LQGHSHQGHQW� 60(
EDQNV�� *RYHUQPHQW� VXSSRUW� IRU� OHQGLQJ� WHUPV� DQG� FRQGLWLRQV� LV� FRQVLGHUHG� WR� EH
VXIILFLHQW��8QIRUWXQDWHO\��KHUH�WKH�GRFXPHQW�WRWDOO\�GLVUHJDUGV�WKH�LPSRUWDQW�SUREOHP�RI
JUDQWLQJ�VRPH�NLQG�RI�DGPLQLVWUDWLYH�DQG�ILVFDO�IDFLOLW\�DQG�SRVVLEO\�ORJLVWLF�VXSSRUW�WR
LQGHSHQGHQW�ORFDO�SULYDWH�RU�FR�RSHUDWLYH�EDQNV��VLPLODU�WR�ZKDW�WKH�GRFXPHQW�SURPLVHV
WR�RUJDQL]DWLRQV�RIIHULQJ�JXDUDQWHHV�RQ�D�YROXQWDU\�EDVLV��WKDW�ZRXOG�VSHFLDOL]H�LQ�FUHGLW
DQG�RWKHU�NLQGV�RI�VXSSRUW�WR�ORFDO�60(V��,W�LV�D�PDMRU�ZHDNQHVV�RI�WKH�VWUDWHJ\�WKDW�WKH
VXFFHVVIXO�H[SHULHQFH�RI�QHDUE\�(XURSHDQ�FRXQWULHV��VXFK�DV�$XVWULD��*HUPDQ\�RU�,WDO\
LV�RYHUORRNHG��$OVR�RYHUORRNHG� DUH� UHFHQW�GHYHORSPHQWV� LQ�+XQJDU\�ZLWK� VDYLQJV
� FR�
RSHUDWLYHV���� $� ODVW� LPSRUWDQW� SRLQW� FRQFHUQV� WKH� RUJDQL]DWLRQDO� V\VWHP� GHDOLQJ� ZLWK
60(V�� $FFRUGLQJ� WR� WKH� VWUDWHJ\�� RQO\� PLQRU� FKDQJHV� DUH� QHHGHG�� 7KH� 0LQLVWU\� RI
(FRQRPLF� $IIDLUV� ZLOO� FR�RUGLQDWH� WKH� YDULRXV� FHQWUDO� RUJDQV� DQG� FR�RSHUDWH� ZLWK
GHFHQWUDOL]HG�RQHV�

7KH�RYHUDOO�JRYHUQPHQW�SODQ�DSSHDUV� WR�DGGUHVV� LPSRUWDQW�JRDOV�E\�XVLQJ�DQ�DSSURDFK
WKDW� VKRXOG�EH� IUXLWIXO� LQ�PDQ\� VHQVHV��$Q\� ILQDO� MXGJHPHQW� VKRXOG�ZDLW� XQWLO� WKH� ODZ
EHFRPHV� IXOO\� RSHUDWLRQDO�� +RZHYHU�� RQH� PDMRU� ZHDNQHVV� DSSHDUV� WR� EH� WKH� ODFN� RI
FRQVLGHUDWLRQ� RI� ±� OHW� DORQH� VXSSRUW� IRU� ±� ORFDO� SURGXFWLYH� V\VWHPV�� ,Q� VXFK� D� ZD\� LW
DSSDUHQWO\�VXSSRUWV�WKH�LGHD�RI�WKH�+XQJDULDQ�60(V�DV�PRGHUQ��G\QDPLF�DQG�HIILFLHQW
VXEFRQWUDFWRUV� WR� WUDQVQDWLRQDO�FRPSDQLHV�� LQ�SDUWLFXODU� WKRVH�WKDW�KDYH�LQYHVWHG� LQ� WKH
FRXQWU\��,Q�WKH�SUHVHQW�VLWXDWLRQ�WKLV�PD\�EH�D�UHDOLVWLF�JRDO��RQH�WKDW�FHUWDLQO\�VKRXOG�EH

������������������������������������������������
�� 7KLV�LV�WKH�60(�%XGJHW�$SSURSULDWLRQ��FRQVLVWLQJ�RI�+8)�����ELOOLRQ��.),������������

�� 2Q�WKH�7DUJHW�3URJUDPPH�IRU�6XEFRQWUDFWRUV�VHH�+8�����G�

�� .LUiO\�DQG�9iUKHJ\L������������DIWHU�UHMHFWLQJ�WKHPVHOYHV�WKH�LGHD�RI�D�FHQWUDOL]HG�60(�EDQN��VWUHVV
KRZ��DIWHU� WKH� VWDWH�FRQVROLGDWLRQ� LQ���������� FR�RSHUDWLYH�EDQNV� VWDUWHG� WR�PHUJH� DQG�JURZ��7KHUH� DUH
SUHVHQWO\� ���� VDYLQJV� FR�RSHUDWLYHV� ZLWK� PRUH� WKDQ� ������ EUDQFKHV�� ZLWK� D� �� SHU� FHQW� DQG� LQFUHDVLQJ
PDUNHW�VKDUH��7KH�$XWKRUV�FRQFOXGH�WKDW������VDYLQJ�FRRSV�VKRXOG�SOD\�WKH�GHFLVLYH�UROH�LQ�60(�ILQDQFH��
SRVVLEO\�LQ�FR�RSHUDWLRQ�ZLWK�ORFDO�EUDQFKHV�RI�WKH�1DWLRQDO�6DYLQJV�%DQN��273��
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SDUW� RI� DQ\� VWUDWHJ\� IRU� 60(V�� +RZHYHU�� VXFK� D� VWUDWHJ\� DSSHDUV� WR� EH� HFRQRPLFDOO\
ZHDN�DQG�SROLWLFDOO\�GDQJHURXV��EHFDXVH�LW�ZRXOG�SHUSHWXDWH�WKH�HFRQRPLF�ZHDNQHVV�DQG
GHSHQGHQFH�RI�WKH�FRXQWU\�WKDW�FRXOG�JR�WR�GLVDGYDQWDJH�RI�GHYHORSPHQW�RSSRUWXQLWLHV�
1R�SRWHQWLDOO\�G\QDPLF�DQG�DXWRQRPRXV�UROH�LQ�WKH�GRPHVWLF�DQG�ZRUOG�PDUNHWV�LV�HYHQ
HQYLVDJHG�IRU�60(V��1HLWKHU�VXSSRUW�IRU�ORFDO�SURGXFWLYH�V\VWHPV�QRU�FRQVLGHUDWLRQ�RI
WKH�SRVVLELOLW\�RI�SURPRWLQJ�WUDQVQDWLRQDO�SURGXFWLYH�V\VWHPV�DPRQJ�60(V�RI�GLIIHUHQW
FRXQWULHV�� +HUH� WKH� VWUDWHJ\� RYHUORRNV� DQ� LPSRUWDQW� SRVVLELOLW\� WKDW� WKH� (8� WKLUG
SURJUDPPH� IRU� 60(V� IRU� ���������� DOUHDG\� SURYLGHV� DQG� HYHQ� WKH� FULWLFLVP� WKDW
$JHQGD������PRYHV�WR�60(V�LQ�+XQJDU\�DQG�RWKHU�&HQWUDO�(XURSHDQ�FRXQWULHV� LV�QRW
WDNHQ� LQWR� LWV� IXOO� PHDQLQJ���� $QRWKHU� PDMRU� ZHDNQHVV� RI� WKH� FXUUHQW� VWUDWHJ\� LV� WKH
FRPSOHWH� GLVUHJDUG� RI� WKH� LPSRUWDQW� UROH� RI� ORFDO� VPDOO� FUHGLW� LQVWLWXWLRQV�� 7KH
LPSRUWDQFH�RI�FR�RSHUDWLRQ�DPRQJ�60(V�LQ�WKH�ILHOG�RI�MRLQW�PDLQWHQDQFH�DQG�ILQDQFLQJ
RI�FHUWDLQ�5	'�LQIUDVWUXFWXUHV�LV�PHQWLRQHG�RQO\�RQFH��EXW�QR�JRYHUQPHQW�DFWLRQ�LQ�WKLV
GLUHFWLRQ�LV�HQYLVDJHG�

7KH� ODZ�LV�RSHUDWLYH�VLQFH���-DQXDU\������� ,W� DSSDUHQWO\� LPSOHPHQWV�D�SURJUHVV� LQ� WKH
GLUHFWLRQ�PHQWLRQHG�DERYH��,Q�IDFW�DQG�DORQJ�ZLWK�D�FDUHIXOO\�RUJDQL]HG�FR�RUGLQDWLRQ�RI
SROLF\� LQWHUYHQWLRQ� XQGHU� WKH� VXSHUYLVLRQ� RI� WKH� 0LQLVWU\� RI� WKH� (FRQRP\�� WKH� ODZ
LQFOXGHV�±�DPRQJ�WKH�SURJUDPPHV�WKDW� WKH�FHQWUDO�EXGJHW�FDQ�ILQDQFH�±� WZR�JRDOV� WKDW
FRXOG� VWUHQJWKHQ� LQWHUILUP� FR�RSHUDWLRQ� DQG� WKH� GHYHORSPHQW� RI� ORFDO� SURGXFWLYH
V\VWHPV�� 7KHVH� DUH� WKH� VXSSRUW� WR� FR�RSHUDWLRQ� �D�� DPRQJ� HQWHUSULVHV� LQ� WKH� ILHOGV� RI
SURGXFWLRQ��WUDGLQJ��DQG�LQSXW�SURFXUHPHQW�SOXV�60(V�MRLQW�DSSURDFK�WR�WKHLU�ILQDQFLDO
PDUNHW��DQG��E��DPRQJ�60(V�DQG�EHWZHHQ� WKHVH�DQG�5	'�RUJDQL]DWLRQV��7KH�JRDO�RI
WKH� ODWWHU� DFWLRQ� LV� WR� LPSOHPHQW� MRLQW� UHVHDUFK� DQG� GHYHORSPHQW� SURJUDPPHV�� WKH
DFKLHYHPHQW� DQG�PDUNHWL]DWLRQ� RI� UHVXOWV� WKHUHIURP� ������$ORQJ�ZLWK� WKHVH� JRDOV�� WKH
ODZ�SURYLGHV�IRU�QXPHURXV�ZD\V�WR�VROYH�WKH�SUREOHPV�RI�60(V��VWDUWLQJ�ZLWK�ILQDQFLQJ
RI�WKHLU�GHYHORSPHQW�

������������������������������������������������
�� 2Q�WKH�SUREOHPV�DQG�SURVSHFWV�IRU�+XQJDULDQ�60(V�GHULYLQJ�IURP�(8�DFFHVV�VHH�+8�����E�DQG�+8
����F�
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7KH�+XQJDULDQ� DQG� 5XVVLDQ� HFRQRPLHV� SUHVHQW� JUHDW� GLIIHUHQFHV�� WRJHWKHU� ZLWK� VRPH
VLPLODULWLHV�� 2QH� VWULNLQJ� DVSHFW� LV� WKDW� WKH� QXPEHU� RI� 60(V� LQ� WKH� WZR� FRXQWULHV� LV
VLPLODU��DOWKRXJK�QRW�WKDW�RI�RWKHU�LQGLFDWRUV���LQ�VSLWH�RI�WKH�PXFK�ODUJHU�VL]H�RI�5XVVLD�
$OWKRXJK�YDULRXV�VFKRODUV�VSHDN�DQG�ZULWH�RI�DQ�H[FHVVLYH�QXPEHU�RI�VPDOO�EXVLQHVVHV
LQ�+XQJDU\��WKHUH�LV�QR�GRXEW�WKDW�LQ�5XVVLD�60(V�DUH�WRR�IHZ��7KH\�DUH�DOVR�WRR�ZHDN
DQG� RIWHQ� VLPSO\� ILJKWLQJ� IRU� VXUYLYDO�� EHLQJ� KDUGO\� D� G\QDPLF� IDFWRU� LQ� WKH� 5XVVLD
HFRQRP\��7KLV�UDLVHV�WZR�VHWV�RI�TXHVWLRQV���D��:K\�DUH�60(V�VR�IHZ�DQG�ZHDN"�:K\
DUH�5XVVLD�DQG�+XQJDU\�IROORZLQJ�D�FOHDUO\�GLYHUJHQW�SDWK�DV�IDU�DV�60(V�GHYHORSPHQW
LV�FRQFHUQHG"��E��&DQ�DQ\WKLQJ�EH�GRQH�WR�LPSURYH�RQ�WKH�VLWXDWLRQ�DQG�LI�VR�ZKDW�NLQG
RI� VXJJHVWLRQV� DQG� OHVVRQV� FDQ� WKH� +XQJDULDQ� H[SHULHQFH� VXSSO\"� $QG� ZKDW� LV� WKH
UHDVRQDEOH� DQG� VXVWDLQDEOH� �VHW� RI�� LQVWUXPHQWV� DQG� JRDO�V�� WKDW� SROLFLHV� VKRXOG� WU\� WR
XWLOL]H�DQG�SXUVXH"�,�ZLOO�DGGUHVV�WKH�WZR�TXHVWLRQV�LQ�WKLV�RUGHU�

�D� 60(V�LQ�5XVVLD�DUH�IHZ�DQG�ZHDN�XQGHU�DQ\�SHUVSHFWLYH��$FFRUGLQJ�WR�DQ�2(&'
VWXG\���2(&'�������*OLQNLQD������DQG�5DGDHY�������WKH�QXPEHU�RI�60(V�LV�IDU�EHORZ
WKH� DYHUDJH� RI� RWKHU� WUDQVLWLRQ� FRXQWULHV�� $ORQJ� ZLWK� SROLFLHV�� WKHUH� DUH� VHYHUDO
H[SODQDWRU\�YDULDEOHV�IRU�WKLV�IDFW�WKDW�EHORQJ�LQ�WKH�HQYLURQPHQW��WKH�HFRQRPLF�V\VWHP
DQG� WKH� DFWRUV
� LQGLYLGXDO� IHDWXUHV�� $PRQJ� HQYLURQPHQWDO� YDULDEOHV�� WKH� IROORZLQJ
GHVHUYH�PHQWLRQ��WKH�YDVWQHVV�RI�WKH�WHUULWRU\��WKH�SURORQJHG�HFRQRPLF�GHSUHVVLRQ�GXULQJ
WUDQVLWLRQ�� WKH� ORQJ� EXUHDXFUDWLF� WUDGLWLRQ�� WKH� DFWLYLW\� RI� FULPLQDO� RUJDQL]DWLRQV�� WKH
KLVWRULFDO�DEVHQFH�RI�GLIIXVHG�VPDOO�DQG�PHGLXP�VL]H�HQWUHSUHQHXUVKLS�DQG� WKH� ODFN�RI
SROLWLFDO� UHSUHVHQWDWLRQ� RI� VPDOO� HQWHUSULVHV� LQWHUHVWV���� 7KH� UHOHYDQW� IHDWXUHV� RI� WKH
HFRQRPLF� V\VWHP� LQFOXGH� WKRVH�RI� WKH�6RYLHW� V\VWHP�DQG� LWV� OHJDF\� �DQG�RI�SUH�6RYLHW
WUDGLWLRQV���SROLWLFDO�DQG�EXUHDXFUDWLF�LQWHUIHUHQFH�LQ�EXVLQHVV�OLIH��WKHUH�FRPSULVLQJ�WKH
GRPLQDQFH� RI� WKH� ODUJH� PLOLWDU\� SURGXFWLRQ� FRPSOH[HV�� XQGHYHORSHG� EXVLQHVV
LQIUDVWUXFWXUH�� 6RYLHW� HFRQRPLF� DQG� DGPLQLVWUDWLYH� SROLFLHV�� FDPSDLJQV� DQG� LGHRORJ\�
7KH� ODWWHU� VWURQJO\� DQG� FRQVLVWHQWO\� RSSRVHG� SULYDWH� HQWHUSULVH� DQG� HYHQ� DXWRQRPRXV
EHKDYLRXU� E\�PDQDJHUV�ZDV� GLVFRXUDJHG��ZKHQ� QRW� SHUVHFXWHG��2QO\� WKH� XQGHUJURXQG
HFRQRP\�GXULQJ� WKH�%UH]KQHY� SHULRG�ZDV� WROHUDWHG��%XW� LW� KDG� IHDWXUHV� SRVVLEO\� HYHQ
OHVV� IDYRXUDEOH� WR� VXSSRUW� HQWUHSUHQHXUVKLS� GXULQJ� WUDQVLWLRQ� WKDW� LW� KDG� LQ� +XQJDU\�
VLQFH�LW�GHSHQGHG�RQ�PRUH�VHULRXV�VKRUWDJHV�DQG�PRUH�SHUYDVLYH�SROLWLFDO�DGPLQLVWUDWLYH
SRZHU�

7R�WKHVH�RQH�VKRXOG�DGG�YDULRXV�XQIDYRXUDEOH�IHDWXUHV�RI�WKH�SUHVHQW�HFRQRPLF�V\VWHP�
LQFOXGLQJ� XQFHUWDLQ� SURSHUW\� ULJKWV�� ODFN� RI� UHJXODWLRQ� RI� ODERXU� UHODWLRQV� DQG� WKH

������������������������������������������������
�� 7KH�2(&'�VWXG\�QRWHV�WKDW�WUDGLWLRQDOO\�5XVVLDQ�HQWUHSUHQHXUV�EHORQJHG�LQ�WZR�FDWHJRULHV�� WKH�ODUJH
HQWUHSUHQHXUV� OLQNHG� WR� WKH�SROLWLFDO� SRZHU�� DQG� WKH� HQWUHSUHQHXUV� IURP�GLIIHUHQW� HWKQLF�PLQRULWLHV��2QH
VKRXOG� UHPHPEHU� WKDW� WKLV� VDPH� SDWWHUQ� VXUYLYHG� LQ� D� SHFXOLDU�ZD\� GXULQJ� WKH� 6RYLHW� WLPH��ZKHQ� ODUJH
HQWHUSULVHV�GRPLQDWHG�LQ�WKH�VRFLDOLVW�VHFWRU�DQG�HWKQLFDOO\�EDVHG�VPDOO�HQWUHSUHQHXUV�ZHUH�WKH�EDFNERQH
RI�WKH�VHFRQG�HFRQRP\��6HH�*URVVPDQ������
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IHDWXUHV� RI� WKH� ILQDQFLDO� DQG� WKH� ILVFDO� V\VWHPV� WKDW� DUH� DYHUVH� WR� 60(V���� $OVR
QRWHZRUWK\� LV� WKDW� PLQLVWULHV� DQG� DJHQFLHV� LQ� FKDUJH� RI� 60(V� SROLF\� LPSOHPHQWDWLRQ
FKDQJHG� VHYHUDO� WLPHV� DQG� VRPH� VWDELOLW\�ZDV� RQO\� UHDFKHG� LQ� WKH� VHFRQG� KDOI� RI� WKH
����V�� ,QWHUQDWLRQDO� RUJDQL]DWLRQV� KDYH� SOD\HG� D� UROH� LQ� SURPRWLQJ� ILQDQFLDO� DQG� UHDO
LQLWLDWLYHV� �LQFOXGLQJ� VHWWLQJ� XS� PLFUR�FUHGLW� SURJUDPPHV� DQG� VWUXFWXUHV� VXFK� DV
EXVLQHVV� FHQWUHV� DQG� LQFXEDWRUV�� DLPHG� DW� VXSSRUWLQJ� 60(V�� :KLOH� PRVW� RI� WKHVH
LQLWLDWLYHV�KDYH�EHHQ�GLUHFWO\�DGGUHVVHG�WR�ORFDO�UHDOLWLHV��WKH�2(&'�VWXG\�QRWHV�WKDW�WKH
GLIIHUHQW� LQLWLDWLYHV�DUH�XQFRRUGLQDWHG��RIWHQ� WRR�FRPSOLFDWHG�IRU�VPDOO�EXVLQHVVHV��DQG
UDUHO\�VLWXDWLRQ��DQG�XVHU��VSHFLILF��$OWKRXJK�WKH�TXDQWLW\�RI�UHVRXUFHV�XWLOL]HG�DQG� WKH
QXPEHU� RI� SURJUDPPHV� LPSOHPHQWHG� DQG� VWUXFWXUHV� HVWDEOLVKHG� KDYH� EHHQ� LPSRUWDQW�
WKHLU�DFWXDO�LPSDFW�KDV�EHHQ�PRGHVW��)LQDOO\��LW�LV�XQFOHDU�ZKHWKHU�WKHVH�SURJUDPPHV�DQG
VWUXFWXUHV�DUH�VXVWDLQDEOH�ZKHQ�LQWHUQDWLRQDO�VXSSRUW�HQGV�

5HJLRQDO�DQG�ORFDO�JRYHUQPHQWV�DUH�WKH�PRVW�LPSRUWDQW�VXSSOLHUV�RI�60(�VXSSRUW��VLQFH
WKH\� GUDZ� XS� DQG� LPSOHPHQW� SURJUDPPHV� RI� 60(V� VXSSRUW� �H�J�� UHJLRQDO� FUHGLW
JXDUDQWHH�IXQGV���3UHGLFWDEO\��WKH�UHFRUG�RI�GLIIHUHQW�UHJLRQDO�DQG�ORFDO�JRYHUQPHQWV�LV
TXLWH� GLIIHUHQW�� ZLWK� VRPH� JRYHUQPHQWV� EHLQJ� YHU\� DFWLYH�� ZKLOH� RWKHUV� VWLOO� KDYH� WR
PRYH�WKH�ILUVW�VWHS��7KHLU�UROH�LV�QRW�DOZD\V�SRVLWLYH��VLQFH�WKHLU�DFWLYLW\�RIWHQ�LQFUHDVHV
EXUHDXFUDWLF�LQWHUIHUHQFH�DQG�ILVFDO�EXUGHQV��LQWURGXFHV�DGGLWLRQDO�EXUHDXFUDWLF�EDUULHUV
DQG� GHOD\V�� DQG�PD\� UHVXOW� LQ� H[FHVVLYH� FRQWUROV� DQG� UHSRUWLQJ� UHTXLUHPHQWV�� RU� HYHQ
FRUUXSWLRQ�DQG�EULEH�WDNLQJ�

)LQDOO\�� RQH� VKRXOG� DOVR� FRQVLGHU� LQGLYLGXDO� IHDWXUHV� RI� HFRQRPLF� DFWRUV�� ,Q� D
FRPSDULVRQ�RI�HQWUHSUHQHXULDO�DWWLWXGHV� LQ� ILYH� WUDQVLWLRQ�FRXQWULHV��.XF]L�DQG�/HQJ\HO
ILQG�WKDW�HQWUHSUHQHXULDO�LQFOLQDWLRQ�LV�HYHQ�JUHDWHU�LQ�5XVVLD�WKDQ�LQ�+XQJDU\����)XUWKHU
GLIIHUHQFHV�ZLWK�+XQJDU\�DUH�WKDW�LQ�5XVVLD�WKH�WKUHDW�RI�XQHPSOR\PHQW�LV�D�YHU\�ZHDN
�ZHOO� EHORZ� DYHUDJH�� LQFHQWLYH� WR� LQGXFH� LQGLYLGXDOV� WR� WKLQN� DERXW� HVWDEOLVKLQJ� D
SULYDWH�EXVLQHVV��$OVR�WKH�UROH�RI�WKH�LUUHJXODU�HFRQRP\�LV�JUHDWHU��QHDUO\�KDOI�RI� WKRVH
ZKR� KDYH� LQFRPH� LQ� DGGLWLRQ� WR� WKDW� IURP� WKHLU� RIILFLDO� MRE� ZRXOG� OLNH� WR� EHFRPH
HQWUHSUHQHXUV�DV�DJDLQVW�RQH�WKLUG�LQ�+XQJDU\�

&RQWUDU\�WR�WKH�+XQJDULDQ�VLWXDWLRQ�GLVFXVVHG�DERYH��WKH�DXWKRUV�ILQG�WKDW�LQ�5XVVLD�WKH
FKDQFHV�RI�DFWXDOO\�EHFRPLQJ�DQ�HQWUHSUHQHXU�DUH�SULQFLSDOO\�GHWHUPLQHG�E\�WKH�VL]H�RI
WKH� SROLWLFDO� FDSLWDO� �WKH� UROH� SOD\HG� LQ� WKH� IRUPHU� SROLWLFDO� DQG� DGPLQLVWUDWLYH

������������������������������������������������
�� $FFRUGLQJ�WR�WKH�2(&'�����������ILVFDO�XQFHUWDLQW\�LV�KDPSHULQJ�60(V�GHYHORSPHQW��ZLWK�DUELWUDU\
DQG� FXPXODWLYHO\� YHU\� KLJK� OHYHOV� RI� WD[DWLRQ� �DV� KLJK� DV� ��� SHU� FHQW� RI� SURILWV�� DOWKRXJK� SURILW� WD[� LV
SUHVHQWO\�DW����SHU�FHQW���6PDOO�EXVLQHVVHV�GR�HQMR\�YDULRXV�IHGHUDO�DQG�UHJLRQDO�ILVFDO�SULYLOHJHV��7R�WKLV
RQH� VKRXOG� DGG� ODFN�RI� FDSLWDO��ZHDN� ILQDQFLDO� V\VWHP�� KLJK� LQWHUHVW� UDWHV�� DQG� OLWWOH� VKRUW�WHUP� OHQGLQJ�
)LQDOO\��HTXLSPHQW� OHDVLQJ�VFKHPHV�DUH�XQGHYHORSHG�DQG�FUHGLW� FRQGLWLRQV�DUH� LQDSSURSULDWH� IRU� VWDUWLQJ
EXVLQHVVHV�� 7KH� SHULRGLF� UHVXUJHQFH� RI� LQWHU�HQWHUSULVH� DUUHDUV�� WKH� VSUHDG� RI� EDUWHU� DQG� FXUWDLOPHQW� RI
DJJUHJDWH�GHPDQG�E\�PHDQV�RI� UHVWULFWLYH�PRQHWDU\�DQG�ILVFDO�SROLF\�DUH�DOVR�SDUWLFXODUO\�GDPDJLQJ� IRU
60(V�� &RQVHTXHQWO\�� SULYDWH� KLJK� LQWHUHVW� FUHGLW� DQG� LQIRUPDO� DQG� VHPL�OHJDO� IRUPV� RI� ILQDQFLQJ� DUH
ZLGHVSUHDG�

�� .XF]L�DQG�/HQJ\HO�����E�SRVHG�WKH�TXHVWLRQ�
:RXOG�\RX�OLNH�WR�EH�DQ�HQWUHSUHQHXU"
� WR�D�VDPSOH�RI
�����+XQJDULDQV�DQG������5XVVLDQV��7KRVH�ZKR�DQVZHUHG�
\HV
�ZHUH�UHVSHFWLYHO\������SHU�FHQW�DQG�����
SHU�FHQW� LQ�PLG�����V�� ,QWHUHVWLQJO\�� WKRVH�ZKR�DQVZHUHG� 
QR
�ZHUH������SHU�FHQW�DQG������SHU�FHQW� �WKH
RWKHUV�DQVZHUHG�
LW�GHSHQGV
���$ERXW�WKH�VDPH�SURSRUWLRQ�RI�UHVSRQGHQWV�DQVZHUHG�
QR
�RU�
,�GRQ
W�NQRZ
�WR
WKH�TXHVWLRQ�
'R�\RX�SODQ�WR�ODXQFK�D�YHQWXUH�ZLWKLQ�D�\HDU"
�
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OHDGHUVKLS����� ZKLOH� HGXFDWLRQDO� OHYHO� DQG� EHORQJLQJ� WR� D� SURIHVVLRQDO� JURXS� DUH� QRW
VLJQLILFDQW�H[SODQDWRU\�IDFWRUV��7KH�UHDVRQ�IRU� WKLV�GLIIHUHQFH�DSSHDUV� WR� OLH� LQ� WKH� IDFW
WKDW� LQ� 5XVVLD� WKH� SURFHVV� RI� HVWDEOLVKLQJ� SULYDWH� EXVLQHVVHV� RQO\� VWDUWHG� LQ� WKH� ODWH
����V�� ZKHQ� WKH� OHDGHUVKLS� ZDV� XQGHU� WKH� SUHVVXUH� RI� JUHDW� DQG� JURZLQJ� LQVHFXULW\�
(VWDEOLVKLQJ�D�SULYDWH�EXVLQHVV�ZDV�D�GHIHQVLYH�UHDFWLRQ�ZKLFK�DWWHPSWHG�WR�FRQYHUW�ROG
V\VWHPLF�FDSLWDO�LQWR�D�QHZ�RQH�E\�H[SORLWLQJ�SULYLOHJHV�EHIRUH�WKH\�IDGHG�DZD\��7KHVH
ILQGLQJV� DUH� VXSSRUWHG� E\� WKH� 2(&'� VWXG\� FLWHG� DERYH�� 7KHUH� DUH� QR� VWXGLHV� RQ
FDSDELOLWLHV�LQ�5XVVLD�WKDW�,�DP�DZDUH�RI��+RZHYHU��RQH�FDQ�HDVLO\�LQIHU�IURP�WKH�IHDWXUHV
RI� WKH� 5XVVLDQ� FRQWH[W�� VPDOO� EXVLQHVVPHQ�� WKH� RULJLQV� RI� VPDOO� EXVLQHVVHV� DQG� WKHLU
VKRUWHU� H[SHULHQFH� WKDW� WKHLU� RZQHUV� DQG� HQWUHSUHQHXUV� DUH� OLNHO\� WR� RZQ� OHVV� PDUNHW
FDSDELOLW\�WKDQ�WKHLU�+XQJDULDQ�FROOHDJXHV��LQ�SDUWLFXODU�LQ�WKH�IRUP�RI�WDFLW�NQRZOHGJH�

,Q�VSLWH�RI�XQIDYRXUDEOH�HQYLURQPHQW�DQG�V\VWHPLF�IHDWXUHV��WKHUH�ZDV�D�ERRP�RI�60(V
VLQFH�WKH�EHJLQQLQJ�RI� WUDQVLWLRQ��60(V�VWDUWHG�WR�GHYHORS�LQ�5XVVLD� LQ� WKH�ODWH�����V�
HVSHFLDOO\� DIWHU� WKH� SDUWLDO� OLEHUDOL]DWLRQ� LPSOHPHQWHG� WKURXJK� WKH� ����� /DZ� RQ� &R�
RSHUDWLRQ��/LEHUDOL]DWLRQ�EHFDPH�FRPSOHWH�DIWHU������ZKHQ�DOO�W\SHV�RI�SURSHUW\�EHFDPH
OHJDO��6LQFH�WKDW�VDPH�\HDU�60(V�EHFDPH�D�GLVWLQFW�SROLF\�VXEMHFW� IRU� OHJDO� UHJXODWLRQ
DQG�VXSSRUW�DW�ERWK�IHGHUDO�DQG�UHJLRQDO�OHYHO��7KH\�EHFDPH�DV�ZHOO�WKH�PDLQ�FKDQQHO�IRU
FRQYHUWLQJ�VWDWH�RZQHG�DVVHWV�LQWR�SULYDWH�SURSHUW\�

7KH�QXPEHU�RI�60(V�ZDV��������LQ�������DQG��������LQ�������&R�RSHUDWLYHV�ZHUH�WKUHH
TXDUWHUV�RI�WKH�WRWDO�QXPEHU�RI�VPDOO�HQWHUSULVHV��7KH�QXPEHU�RI�60(V�ZDV���������DW
WKH� HQG� RI� ������ DQG� KDG� LQFUHDVHG� WR� �������� E\� WKH� HQG� RI� ������ 7KLV� JURZWK�ZDV
FRQFHQWUDWHG�LQ� WKH�DGPLQLVWUDWLYH�FHQWUHV�DQG�ODUJH�XUEDQ�DUHDV�RI� WKH�&HQWUDO�GLVWULFW�
DQG�DOVR�1RUWK�&DXFDVXV��8UDO�DQG�:HVW�6LEHULD�GLVWULFWV��7KH�JURZWK�LQ�WKH�QXPEHU�RI
VPDOO�HQWHUSULVHV�VWRSSHG�DIWHU������DQG�WKHUH�ZHUH���������UHJLVWHUHG�VPDOO�HQWHUSULVHV
RQ� �� -DQXDU\� �������� 0RVW� RI� WKHP� DUH� LQ� WUDGH� ZLWK� OHVV� WKDQ� RQH� VHYHQWK� LQ
PDQXIDFWXULQJ�� +RZHYHU�� RQH� WKLUG� RI� WKHVH� HQWHUSULVHV� DUH� QRW� DFWLYH�� :KLOH� DW� WKH
EHJLQQLQJ� RI� WKH� GHFDGH� PRVW� VPDOO� EXVLQHVVHV� ZHUH� LQ� VWDWH� RZQHUVKLS� �ZKLFK� PD\
H[SODLQ�WKH�UHODWLYHO\�ORZ�QXPEHU�DQG�ODUJH�VL]H�RI�60(V���E\������DOPRVW����SHU�FHQW
RI� VPDOO� EXVLQHVVHV� ZHUH� SULYDWHO\� RZQHG� DQG� PRUH� WKDQ� ��� SHU� FHQW� LQ� PL[HG
RZQHUVKLS��+RZHYHU��WKH�ZHLJKW�RI�WKH�SULYDWH�VHFWRU�ZDV�ORZHU�LQ�WHUPV�RI�HPSOR\PHQW
���� SHU� FHQW��� LQYHVWPHQW� ���� SHU� FHQW��� VDOHV� ���� SHU� FHQW�� DQG� SURILWV� ���� SHU� FHQW��
ZKLOH�WKDW�RI�PL[HG�VPDOO�EXVLQHVVHV�ZDV�UHPDUNDEO\�KLJKHU��UHVSHFWLYHO\������������DQG
���SHU�FHQW��

������������������������������������������������
�� $FFRUGLQJ�WR�.XF]L�DQG�/HQJ\HO��WKLV�LQFOXGHV�D�VPDOO�JURXS�RI�IRUPHU�IXQFWLRQDULHV�RI�WKH�SDUW\�DQG
WKH�FRPPXQLVW�\RXWK�RUJDQL]DWLRQ��D�ODUJHU�JURXS�RI�IRUPHU�VWDWH�RIILFLDO��DQG�WKH�PRVW�LPSRUWDQW�JURXS�RI
IRUPHU�62(�PDQDJHUV��7KHVH� ILQGLQJV� DUH� VXSSRUWHG�E\�.U\VKWDQRYVND\D� DQG�:KLWH� ������7KH�2(&'
VWXG\� DGGV� WZR� IXUWKHU� JURXSV�� VNLOOHG� SURIHVVLRQDOV� DQG� GHDOHUV� LQ� WKH� XQGHUJURXQG� HFRQRP\�� 5DGDHY
�����DOVR�VXSSRUWV�WKHVH�ILQGLQJV�

�� )LJXUHV�DUH�UHSRUWHG�LQ�2(&'�������,W� LV�QRW�FRPSOHWHO\�FOHDU�\HW�ZK\�WKLV�KDSSHQHG��QRU� LV� LW�FOHDU
ZKHWKHU� WKLV� VWRS� HQWLUHO\� UHIOHFWV� D� WUXH� VWDJQDWLRQ� RU� LW� LV� VLPSO\� D� VWDWLVWLFDO� LOOXVLRQ� �H�J�� GXH� WR
LQFUHDVLQJ�QXPEHUV�RI�VPDOO�EXVLQHVVHV�JRLQJ�XQGHUJURXQG���7KH�XQFHUWDLQ�VLWXDWLRQ�RI�VPDOO�HQWHUSULVHV
DQG�WKH�ODFN�RI�D�SURSHU�LQVWLWXWLRQDO�VWUXFWXUH�SOD\�FOHDUO\�D�FUXFLDO�UROH��$OVR�WKH�SURORQJHG�GHSUHVVLRQ�RI
WKH�5XVVLDQ�HFRQRP\�DQG�ZLGHVSUHDG�LQWHU�HQWHUSULVH�DUUHDUV�DQG�EDUWHU��ZKLFK�DUH�SDUWLFXODUO\�GDPDJLQJ
IRU�VPDOO�EXVLQHVVHV���DUH�DPRQJ�WKH�PDLQ�QHJDWLYH�IDFWRUV�
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,Q� ����� HPSOR\PHQW� LQ� VPDOO� HQWHUSULVHV� DPRXQWHG� WR� VRPH� �� PLOOLRQ� IXOO�WLPH
HPSOR\HHV�����SHU�FHQW�RI�WKH�DFWLYH�SRSXODWLRQ���SOXV�DQRWKHU�����PLOOLRQ�RI�SDUW�WLPH
DQG�����PLOOLRQ�FRQWUDFW�HPSOR\HHV��7KLV�PHDQV�WKDW�VPDOO�EXVLQHVVHV�LQ�5XVVLD�KDYH�RQ
DYHUDJH������HPSOR\HHV��$OWKRXJK�WKH\�KDYH�D�EDUH�����SHU�FHQW�RI�DVVHWV��LW�LV�HVWLPDWHG
WKDW�WKH�VHFWRU�FRQWULEXWLRQ�WR�5XVVLDQ�*'3�LV�DURXQG����SHU�FHQW�DQG�WKDW�WKH\�SURGXFH
������SHU�FHQW�RI�SURILWV�

$OO�WKHVH�ILJXUHV�RQO\�JLYH�DQ�DSSUR[LPDWH�SLFWXUH�RI�WKH�UHOHYDQFH�RI�VPDOO�HQWHUSULVHV�
VLQFH�WKHUH�DUH�YDULRXV�PHDVXUHPHQW�DQG�UHOLDELOLW\�SUREOHPV��6PDOO�HQWHUSULVH�VWDWLVWLFV
DQG�WKH�GHILQLWLRQ�RI�VPDOO�HQWHUSULVH�FKDQJHG�VHYHUDO�WLPHV�DQG�GLIIHUHQW�GHILQLWLRQV�DUH
XVHG� IRU� GLIIHUHQW� RIILFLDO� SXUSRVHV�� 7KLV� PDNHV� LQWHU�FRXQWU\� DQG� LQWHU�WHPSRUDO
FRPSDULVRQV� GLIILFXOW�� 2QH� IXUWKHU� SUREOHP� LV� WKDW� WKH� FDWHJRU\� RI� PHGLXP�VL]HG
HQWHUSULVH�LV�QRW�XVHG�LQ�5XVVLDQ�SROLF\�

�E� 6HFRQG��LQ�RUGHU�WR�GUDZ�VXJJHVWLRQV�IRU�60(V�SROLF\�JRDOV�DQG�LQVWUXPHQWV�IURP
WKH� +XQJDULDQ� H[SHULHQFH� RQH� VKRXOG� ILUVW� FRQVLGHU� FDUHIXOO\� WKH� IXQGDPHQWDO
GLIIHUHQFHV�EHWZHHQ�60(V��WKHLU�FRQWH[W�DQG�SROLFLHV�LQ�WKH�WZR�FRXQWULHV��7KH�VXPPDU\
SUHVHQWDWLRQ�RI�5XVVLDQ�VPDOO�EXVLQHVVHV� LQ� WKH�SUHYLRXV�SDUDJUDSKV�VWUHVVHV� WKDW� WKHUH
DUH�VRPH�VLPLODULWLHV�LQ�WKH�HQYLURQPHQW��WKH�HFRQRPLF�V\VWHP�DQG�WKH�DFWRUV
�LQGLYLGXDO
IHDWXUHV�� 7KHVH� GHULYH� IURP� WKH� SDVW� GHFDGHV� ZKHQ� WKH� WZR� FRXQWULHV� VKDUHG� D� SDUWO\
VLPLODU� HFRQRPLF� V\VWHP� DQG� VWULFWO\� FR�RSHUDWHG� LQ� HFRQRPLF� DV� ZHOO� DV� SROLWLFDO
PDWWHUV�� $OWKRXJK� LPSRUWDQW�� WKHVH� IDFWRUV� DUH� LQVXIILFLHQW� WR� FDQFHO� SUH�H[LVWLQJ
GLIIHUHQFHV� DQG� WR� KLGH� LPSRUWDQW� GLVVLPLODULWLHV� GXULQJ� WKH� 6RYLHW�W\SH� SHULRG�� 7KHVH
ZHUH� IXUWKHU� LQFUHDVHG� DQG� ZLGHQHG� E\� VWURQJO\� GLYHUJHQW� WUDQVLWLRQ� SROLFLHV�� LQ
SDUWLFXODU� WKRVH� LQVWLWXWLRQDO� SROLFLHV� GHDOLQJ� ZLWK� SULYDWL]DWLRQ� DQG� FRUSRUDWH
JRYHUQDQFH�� *LYHQ� WKHVH� GLVVLPLODULWLHV�� RQH� VKRXOG� H[SHFW� WKDW� 60(V� LQ� WKH� WZR
FRXQWULHV� IROORZ�GLYHUJHQW�SDWKV�GXULQJ� WUDQVLWLRQ��5XVVLD� LV�ERXQG� WR�KDYH�D�GLIIHUHQW
VWUXFWXUH�RI�60(V�DQG� WKHVH�VKRXOG�SOD\�D�GLIIHUHQW� UROH� WKDQ� LQ�+XQJDU\��+RZHYHU��D
JUHDWHU�GHYHORSPHQW�RI�60(V�WKDQ�VR�IDU�VKRXOG�WDNH�SODFH�LQ�5XVVLD�DQG�WKH�+XQJDULDQ
H[SHULHQFHV� VKRXOG�EH�XVHIXO��6LQFH�+XQJDU\� DGRSWHG� D� OLPLWHG� OLEHUDOL]DWLRQ�RI� VPDOO
EXVLQHVVHV�ZHOO�EHIRUH�WUDQVLWLRQ��LW�DFFXPXODWHG�SROLF\�H[SHULHQFHV�RYHU�D�PXFK�ORQJHU
WLPH�VSDQ�� ,Q� WKH� IROORZLQJ� ,�ZLOO� OLPLW�P\VHOI� WR� VRPH�QRWHV�RQ�5XVVLDQ�60(�SROLF\
VHHQ�WKURXJK�+XQJDULDQ�JODVVHV�

7KH� DOUHDG\� TXRWHG� 2(&'� VWXG\� REVHUYHV� WKDW� HQWUHSUHQHXUV� DQG� EXVLQHVVPHQ� QRZ
HQMR\� D� SRVLWLYH� LPDJH�� DOVR� WKDQNV� WR� D� UHODWLYHO\� IDYRXUDEOH� SROLF\� IUDPHZRUN�
DOWKRXJK� D� FHUWDLQ� DPELYDOHQFH� SHUVLVWV�� 7KH� VWDWH�� DOWKRXJK� QRW� KRVWLOH�� SURYHV� WR� EH
UDWKHU� LQGLIIHUHQW� WRZDUGV�60(V��*HQHUDO�SROLFLHV�DUH� IDU� IURP�VDWLVIDFWRU\�� VLQFH� WKH\
DUH� VWLOO� FKDUDFWHUL]HG� E\� KHDY\� DQG� IUHTXHQWO\� FKDQJLQJ� ILVFDO� SROLFLHV� DQG
DGPLQLVWUDWLYH�UHTXLUHPHQWV��DOWKRXJK�WKH�VLWXDWLRQ�GLIIHUV�JUHDWO\�IURP�UHJLRQ�WR�UHJLRQ�
2QH� LPSRUWDQW� IHDWXUH� LV� WKH�ZD\� WKDW�YDULRXV�SURJUDPPHV�DQG� LQVWUXPHQWV�KDYH�EHHQ
SURSRVHG�� ZRUNHG� RXW� DQG� HYHQ� DSSURYHG�� 60(V� SURJUDPPHV� ZHUH� RULJLQDOO\
IRUPXODWHG� E\� UHJLRQDO� DQG� ORFDO� JRYHUQPHQWV�� EXW� ODWHO\� WKH� IHGHUDO� JRYHUQPHQW� KDV
DOVR�HQWHUHG�WKH�DUHQD��7KH�ILUVW�VXFK�HIIRUW�DW�IHGHUDO�OHYHO�VWDUWHG�DV�HDUO\�DV�������EXW
ZDV� VWRSSHG� GXULQJ� WKH� *DLGDU� JRYHUQPHQW�� WKDW� JDYH� WRS� SULRULW\� WR�PDFURHFRQRPLF
VWDELOL]DWLRQ��7KH�ILUVW�IHGHUDO�SURJUDPPH�IRU�VXSSRUWLQJ�VPDOO�EXVLQHVVHV�ZDV�SUHSDUHG
LQ���������DQG�RWKHUV�IROORZHG�
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7KH� LGHD�EHKLQG� WKHVH�SURJUDPPHV� LV� WR�FUHDWH�D�FRQWH[W� IDYRXUDEOH� WR� VPDOO� EXVLQHVV
UDWKHU� WKDQ�WR�VXSSRUW�60(V�GLUHFWO\� �2(&'���������������([DPSOHV�RI�SURYLVLRQV�RI
WKHVH�SURJUDPPHV�DUH�DV� IROORZV��FRPSUHKHQVLYH� LQIUDVWUXFWXUDO�GHYHORSPHQW�RI�XUEDQ
DUHDV�� GHOHJDWLRQ� RI� IXQGLQJ� DFWLYLW\� WR� UHJLRQDO� SURJUDPPHV�� HVWDEOLVKPHQW� RI� 60(V
FUHGLW� JXDUDQWHH� IXQGV�� SURYLVLRQ� RI� LQFHQWLYHV� IRU� YHUWLFDO� LQWHJUDWLRQ� RI� VPDOO
EXVLQHVVHV�ZLWK�ODUJH�FRUSRUDWLRQV�DQG�ILQDQFLDO�LQGXVWULDO�JURXSV��DQG�VXSSRUW�WUDLQLQJ
SURJUDPPHV�� 7KHVH� DFWLYLWLHV� ZHUH� WR� EH� LPSOHPHQWHG� YLD� D� QHWZRUN� RI� VSHFLDOL]HG
RUJDQL]DWLRQV� DQG� VWUXFWXUHV�� 60(V� VXSSRUW� IRXQGDWLRQV�� EDQNV� DQG� LQVXUDQFH
FRPSDQLHV�ZRUNLQJ�RQ�60(V�GHYHORSPHQW��EXVLQHVV�LQFXEDWRUV��GHYHORSPHQW�DJHQFLHV�
EXVLQHVV� WUDLQLQJ� FHQWUHV�� DQG� LQIRUPDWLRQ� QHWZRUNV�� 0RUH� UHFHQWO\�� LQ� LWV� 0DLQ
*XLGHOLQHV�IRU�60(�'HYHORSPHQW�LQ�5XVVLD�DQG�,WV�6WDWH�6XSSRUW�8QWLO�WKH�<HDU������
WKH� 6WDWH� &RPPLWWHH� IRU� 6XSSRUW� DQG� 'HYHORSPHQW� RI� 6PDOO� (QWHUSULVHV� �6&60(�
VOLJKWO\�PRGLILHG� WKHVH�SULRULWLHV� LQ� WKH� VHQVH� WKDW�� DORQJ�ZLWK� WKH�FRQWLQXLQJ� IRFXV�RQ
UHJLRQDO� GHFHQWUDOL]DWLRQ� DQG� GHYHORSPHQW� RI� SULRULW\� EUDQFKHV�� LW� VWUHQJWKHQHG� WKH
HPSKDVLV�RQ� WKH�FUHDWLRQ�RI�QHZ�EXVLQHVVHV�DQG�RQ� WKH�XVH�RI�60(�SROLF\� WR� VXSSRUW
ZHDN�VRFLDO�JURXSV�

)HGHUDO�60(�VXSSRUW�SURJUDPPHV�KDYH�UHFHLYHG�PRGHVW�SROLWLFDO�VXSSRUW�WKXV�IDU��7KLV
LV�UHIOHFWHG�LQ�WKH�OLPLWHG�DPRXQW�RI�ILQDQFLDO�UHVRXUFHV�WKDW�WKH�VWDWH�EXGJHW�GHYRWHV�WR
WKLV�HQG��D�EDUH�������SHU�FHQW� LQ� WKH���������SURJUDPPH�DQG������SHU�FHQW� LQ�������
7KH�VXSSRUW�DFWXDOO\�JUDQWHG�ZDV�HYHQ�OHVV��$ORQJ�ZLWK�WKH�PRGHVW�DPRXQW�RI�UHVRXUFHV
IRU� SROLF\� LPSOHPHQWDWLRQ�� SURJUDPPH� LPSOHPHQWDWLRQ� DQG� HQIRUFHPHQW� DOVR� ODJ
EHKLQG��6RPHWLPHV�� DSSDUHQWO\� IDYRXUDEOH�GHFLVLRQV� DUH�QHYHU� LPSOHPHQWHG��$� IXUWKHU
SUREOHP� LV� LPSOHPHQWDWLRQ� HTXLW\�� VLQFH� SROLWLFDO� DQG� DGPLQLVWUDWLYH� LQIOXHQFH� LV� DQ
LPSRUWDQW�GLVWRUWLQJ�IDFWRU��,Q�VRPH�UHJLRQV�WKH�VLWXDWLRQ�LV�UHODWLYHO\�VDWLVIDFWRU\��EXW�QR
DGHTXDWH�VROXWLRQ�KDV�EHHQ�IRXQG�\HW�WR�VROYH�WKH�FUXFLDO�SUREOHP�RI�FR�RUGLQDWLRQ�ZLWK
WKH� IHGHUDO� OHYHO��$�FHUWDLQ� DPRXQW�RI� IHGHUDO� UHVRXUFHV� LV� GHFHQWUDOL]HG� WR� UHJLRQDOO\�
EDVHG�IXQGV��+RZHYHU��WKHVH�IXQGV�RIWHQ�KDYH�YHU\�PRGHVW�UHVRXUFHV�DQG�WKHLU�DFWLYLW\�LV
VRPHWLPHV� PRUH� DGGUHVVHG� WR� DWWHQXDWLQJ� WKH� ORFDO� FRQVHTXHQFHV� RI� WKH� JHQHUDO
HFRQRPLF�FULVLV�WKDQ�WR�SURPRWLQJ�JHQXLQH�PDUNHW�DFWRUV�

7KH�SROLF\�VLWXDWLRQ�VNHWFKHG�DERYH�FOHDUO\�VWUHVVHV�WKDW�WKH�PDLQ�TXHVWLRQ�LV�D�SROLWLFDO
RQH��7KH�UHODWLRQ�EHWZHHQ�IHGHUDO�DQG�ORFDO�JRYHUQPHQWV�LV�VWLOO�WR�EH�VROYHG�DQG�60(
SROLF\� UHFHLYHV� ORZ� SULRULW\�� $ORQJ�ZLWK� WKH� VROXWLRQ� RI� WKHVH� SROLWLFDO� TXHVWLRQV�� WKH
IROORZLQJ�GLIIHUHQFHV�DSSHDU�PRVW�VLJQLILFDQW�

��� 5XVVLDQ�HQYLURQPHQW�LV�VXEVWDQWLDOO\�GLIIHUHQW�IURP�WKH�+XQJDULDQ�RQH��5XVVLD�LV�D
ODUJH� FRXQWU\� ULFK� LQ� QDWXUDO� UHVRXUFHV�� ODUJH� SRSXODWLRQ� LV� �DOWKRXJK� PDLQO\
FRQFHQWUDWHG� LQ� FLWLHV�� GLVSHUVHG� RQ� D� YDVW� WHUULWRU\�� LQIUDVWUXFWXUH� LV� UHODWLYHO\
XQGHYHORSHG��WKH�ORFDWLRQ�RI�WKH�FRXQWU\�LV�UDWKHU�SHULSKHUDO�WR�KHU�PRVW�LPSRUWDQW
DQG� G\QDPLF� (XURSHDQ� DQG� $VLDQ� SDUWQHUV� DQG� WR� WKH� SURFHVV� RI� (XURSHDQ
LQWHJUDWLRQ�� DQG� 5XVVLDQ� FXOWXUH� LV� UHODWLYHO\� FORVHG� �0F'DQLHO� ������� 5HIRUP
H[SHULHQFHV� EHIRUH� WUDQVLWLRQ� KDG� GXELRXV� ±� LI� QRW� GHVWDELOL]LQJ� ±� RXWFRPHV�
WUDQVLWLRQ� FRLQFLGHG�ZLWK� WKH� GLVUXSWLRQ� RI� WKH� 8QLRQ�� WKH� SXEOLF� DGPLQLVWUDWLRQ
DQG�WKH�VWDWH�DSSDUDWXV�DQG�IXQFWLRQV��WKH�ORVV�RI�ZRUOG�SRZHU�VWDWXV��DQG�XQHDV\
UHODWLRQV�ZLWK�ROG� DQG�QHZ�QHLJKERXUV��&HQWULSHWDO� IRUFHV� LQ� WKH� 
VXEMHFWV� RI� WKH
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)HGHUDWLRQ
�� JUHDW� HWKQLF� SUREOHPV�� VRFLDOO\� KDUVK� HIIHFWV� RI� PDFURHFRQRPLF
SROLFLHV�� HQVXLQJ� ZLGHVSUHDG� SRYHUW\�� D� JUHDW� UROH� RI� FULPLQDO� RUJDQL]DWLRQV�
SURORQJHG� SROLWLFDO� LQVWDELOLW\� DGG� WR� WKH� XQIDYRXUDEOH� HQYLURQPHQWDO� IHDWXUHV�
WRJHWKHU�ZLWK�WKH�VWLOO�XQFHUWDLQ�VRFLDO�SHUFHSWLRQ�RI�SULYDWH�SURSHUW\�ULJKWV�

��� 0DQ\� RI� WKHVH� HQYLURQPHQWDO� IHDWXUHV� GLVDGYDQWDJH� VPDOO� EXVLQHVVHV�PRUH� WKDQ
ODUJH� ILUPV��2Q� WKLV�EDVLV�ZH�VKRXOG�H[SHFW� WKDW�5XVVLDQ�60(V�VKRXOG�EH� IHZHU
WKDQ� LQ�+XQJDU\��PRUH� WUDGLWLRQDO� LQ� WKHLU� WHFKQLFDO�SURILOH� �ORZ�FDSLWDO� LQWHQVLW\
DQG� ODERXU�LQWHQVLYH� WHFKQLTXHV��� PRUH� WKUHDWHQHG� E\� RUJDQL]HG� FULPLQDOLW\�
FRUUXSWLRQ�DQG�EXUHDXFUDWLF�UHG�WDSH�DQG�WR�KDYH�D�ORZHU�VRFLDO�VWDWXV��KHQFH�ORZHU
SROLF\�SULRULW\��$V�D�FRQVHTXHQFH��WKHLU�VLWXDWLRQ�LV�GRPLQDWHG�E\�XQFHUWDLQW\�DQG�D
VKRUW�WLPH�KRUL]RQ�DQG�WKHLU�DFWLYLW\�LV�PRVWO\�OLPLWHG�WR�ORFDO�PDUNHWV�

��� ,Q�VSLWH�RI�D�UHODWLYHO\�ORQJ�SHULRG�ZKHQ�WKH�WZR�FRXQWULHV�VKDUHG�WKH�6RYLHW�W\SH
V\VWHP�� WKH� 5XVVLDQ� HFRQRPLF� V\VWHP� SUHVHQWV� GLVWLQFW� IHDWXUHV�� 5XVVLD� NHSW� D
WUDGLWLRQDO� FHQWUDOL]HG� V\VWHP� XQWLO� ����� DQG� WKH� FKDQJHV� LQWURGXFHG� ZLWK
SHUHVWURLND�ZHUH�WRR�VKRUW�OLYHG�DQG�FRQWUDGLFWRU\�WR�KDYH�D�SHUPDQHQW�HIIHFW�RQ
DFWRUV�� H[FHSW� LQ� LQFUHDVLQJ� WKHLU� XQFHUWDLQW\�� WKH� VWDWH� LV� D� ZHDN� SOD\HU� DQG� LV
XQDEOH� WR� SURSHUO\� FDUU\� RXW�PDQ\� HFRQRPLF� IXQFWLRQV�� ODUJH� HQWHUSULVHV� UHPDLQ
GRPLQDQW�DQG�NHHS�D�VRIW�EXGJHW�FRQVWUDLQW�YLD�LQWHU�HQWHUSULVH�DUUHDUV�DQG�DUUHDUV
LQ� SD\PHQWV� WR� WKH� VWDWH�� WKH� HFRQRP\� GHPRQHWL]DWLRQ� YLD� EDUWHU� DQG� DUUHDUV
MHRSDUGL]H� WD[� UHIRUP� DQG� WKH� GHYHORSPHQW� RI� FDSLWDO� PDUNHWV�� EDQNV� DUH� VWLOO
KDUGO\� WUDQVSDUHQW�DQG�VWURQJO\� LQWHUWZLQHG�ZLWK�SROLWLFV�DQG� LQGXVWU\����FKDQJHV
LQ�SURSHUW\� ULJKWV� FDPH� ODWHU� DQG�ZHUH� OHVV� FOHDU�� SULRULW\�ZDV� JLYHQ� GH� IDFWR� WR
LQVLGHU�SULYDWL]DWLRQ�ZLWK�PDQDJHUV�HPHUJLQJ�DV�WKH�VWURQJ�FRPSRQHQW�RI�LQVLGHUV�
WRJHWKHU� ZLWK� ILQDQFLDO�LQGXVWULDO� JURXSV�� 7KH� VWUXFWXUH� RI� PRWLYDWLRQV� DQG
LQFHQWLYHV� UHPDLQHG�PDLQO\� EXUHDXFUDWLF� LQ� QDWXUH�ZLWK� LQVLGHU� SULYDWL]DWLRQ� DQG
LQWHU�HQWHUSULVH�DUUHDUV�DWWHQXDWLQJ�WKH�LQFRPH�DQG�SURILW�PRWLYHV�

��� ,QGLYLGXDO� IHDWXUHV� DOVR� SUHVHQW� VRPH� VLPLODULWLHV� DQG� GLIIHUHQFHV��7KHUH� DUH� QRW
JUHDW� GLIIHUHQFHV� FRQFHUQLQJ� HQWUHSUHQHXULDO� LQFOLQDWLRQ�� $V� VHHQ� DERYH�� VHOI�
UHSRUWHG� HQWUHSUHQHXULDO� LQFOLQDWLRQ� LV� HYHQ� JUHDWHU� LQ� 5XVVLD� WKDQ� LQ� +XQJDU\�
2WKHU� LPSRUWDQW� GLIIHUHQFHV� EHWZHHQ� WKH� WZR� FRXQWULHV� DUH� WKDW� LQ� 5XVVLD
XQHPSOR\PHQW�LV�D�YHU\�ZHDN�LQFHQWLYH�WR�HVWDEOLVK�D�SULYDWH�EXVLQHVV��ZKLOH�WKH
LUUHJXODU� HFRQRP\� LV� D� SRZHUIXO� H[SODQDWRU\� IDFWRU�� )XUWKHU�� FKDQFHV� WR� DFWXDOO\
EHFRPH� DQ� HQWUHSUHQHXU� DUH� SULQFLSDOO\� GHWHUPLQHG� E\� WKH� VL]H� RI� WKH� SROLWLFDO
FDSLWDO�� ZKLOH� HGXFDWLRQDO� OHYHO� DQG� EHORQJLQJ� WR� D� SURIHVVLRQDO� JURXS� DUH� QRW
VLJQLILFDQW�H[SODQDWRU\�IDFWRUV��*LYHQ�WKH�DERYH��LW�LV�HDVLHU�WR�XQGHUVWDQG�ZK\�VR
IHZ�60(V�H[LVW�LQ�WKH�FRXQWU\��7KRVH�ZKR�ZHUH�LQ�WKH�ULJKW�SRVLWLRQ��KDG�WKH�ULJKW
SROLWLFDO�FDSLWDO�DQG�DOVR�ZHUH�KLJKO\�HGXFDWHG��XVHG�WKH�RSSRUWXQLW\�WR�JHW�D�ODUJHU
EXVLQHVV�

)LQDOO\� WKHUH�DUH�VRPH�UHPDUNDEOH�GLIIHUHQFHV� LQ�SROLFLHV��DORQJ�ZLWK�VRPH�VLPLODULWLHV
DV�H[SODLQHG�DERYH��7KLV�FRQFHUQV�ERWK�JHQHUDO�SROLFLHV�DQG�60(�VSHFLILF�SROLFLHV��7KLV

������������������������������������������������
�� 5HFHQWO\� WKH� VLWXDWLRQ� LPSURYHG� LQ� WKH� VHQVH� WKDW� WKH� QHJDWLYH� DWWLWXGH� RI� EDQNV� WRZDUG� VPDOO
EXVLQHVVHV�KDV�EHHQ�VRPHZKDW�RYHUFRPH�
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RSHQV� WZR� VHWV� RI� FUXFLDO� TXHVWLRQV�� �D�� VKRXOG� WKH� DLPV� DQG� JRDOV� RI� SROLFLHV� EH� WKH
VDPH� LQ� WKH� WZR� FRXQWULHV"� DQG� �E�� LV� WKH� H[LVWLQJ� SROLF\� GLYHUVLW\� PRWLYDWHG� E\
GLIIHUHQFHV� LQ� WKH�HQYLURQPHQW�� WKH�HFRQRPLF� V\VWHP�RU� LQGLYLGXDO� IHDWXUHV"�6LQFH� WKH
FRPSOH[LW\�RI� WKH�VXEMHFW� LV�JUHDW�� ,�ZLOO� OLPLW� D� WHQWDWLYH�DQVZHU� WR� WKHVH�TXHVWLRQV� WR
60(V�VSHFLILF�SROLFLHV�

7R�VD\�WKDW� WKH�DLP�DQG�JRDOV�RI�60(�VSHFLILF�SROLFLHV�VKRXOG�EH�WKH�VDPH� LQ� WKH� WZR
FRXQWULHV�LV�WR�VWDWH�WKDW�60(V�VKRXOG�KDYH�VLPLODU�TXDQWLWDWLYH�DQG�TXDOLWDWLYH�IHDWXUHV�
7KLV� FDQ� EH� VR� RQO\� LI� RQH� VXSSRVHV� WKDW� WKH� WZR� FRXQWULHV� VKDUH� WKH� VDPH� HFRQRPLF
V\VWHP� DQG� DUH� LQ� WUDQVLWLRQ� WRZDUGV� WKH� VDPH� V\VWHP�� DOWKRXJK� SRVVLEO\� DW� GLIIHUHQW
VSHHGV�� 7KLV� LGHD� KDV� EHHQ� LPSOLFLW� LQ� PXFK� SROLF\� DGYLFH� DQG� LPSOHPHQWDWLRQ�� LQ
SDUWLFXODU� E\� LQWHUQDWLRQDO� RUJDQL]DWLRQV� VXFK� DV� WKH� ,0)���� 7KLV� DSSURDFK� IDLOV� WR
FRQVLGHU�WKH�SRZHUIXO�IDFWRUV�WKDW�SXVK�WUDQVLWLRQ�FRXQWULHV�±�LQ�SDUWLFXODU�+XQJDU\�DQG
5XVVLD� ±� WRZDUGV� GLIIHUHQW� W\SHV� RI� FDSLWDOLVP���� 6LQFH� WKH� WZR� FRXQWULHV� DUH�PRYLQJ
WRZDUGV� V\VWHPV� LQ� ZKLFK� 60(V� DUH� ERWK� TXDQWLWDWLYHO\� DQG� TXDOLWDWLYHO\� GLIIHUHQW�
60(V�SROLFLHV�VKRXOG�DOVR�EH�GLIIHUHQW�

*LYHQ� WKH� DERYH� DQDO\VLV�� KRZ� FDQ�ZH� DVVHVV� SUHVHQW�5XVVLDQ�60(V�SROLFLHV� WKDW� DUH
GLIIHUHQW�IURP�+XQJDULDQ�SROLFLHV�LQ�ERWK�WKHLU�H[WHQW�DQG�FRQWHQW"�$UH�VXFK�GLIIHUHQFHV
PRWLYDWHG� E\� GLIIHUHQFHV� LQ� WKH� HQYLURQPHQW�� LQGLYLGXDO� IHDWXUHV� DQG� LQ� SDUWLFXODU� WKH
HFRQRPLF� V\VWHP"�2QO\� LQ� SDUW�� ,� WKLQN�� 1R� GRXEW�� WKH� 5XVVLDQ� HQYLURQPHQW� LV� PRUH
GLIILFXOW�DQG�FRPSOH[�WKDQ�WKH�+XQJDULDQ�RQH��7KLV�H[SODLQV�D�FHUWDLQ�GHOD\�LQ�ZRUNLQJ
RXW�DQG�LPSOHPHQWLQJ�VSHFLILF�SROLFLHV��$W�WKH�VDPH�WLPH��HQYLURQPHQWDO�GLVDGYDQWDJHV
UHTXLUH�PRUH�GHWHUPLQHG�SROLFLHV�DQG�ZH�KDYH�VHHQ� WKDW� WKXV� IDU� WKLV�KDV�QRW�EHHQ� WKH
FDVH�� -XVW� WKH� RSSRVLWH�� 60(V� SROLFLHV� KDYH� UDWKHU� ORZ� SROLWLFDO� UHOHYDQFH� LQ� 5XVVLD�
ZKLOH�LQ�+XQJDU\�WKH\�DUH�QRZ�KLJK�RQ�WKH�JRYHUQPHQWDO�DJHQGD�

(QYLURQPHQWDO�FRPSOH[LW\�DQG�YDULHW\�DUH�ERWK�PXFK�JUHDWHU�LQ�5XVVLD�WKDQ�LQ�+XQJDU\
DQG� WKHUHIRUH� UHTXLUH� IRU� D� JUHDWHU� GHJUHH� RI� DGPLQLVWUDWLYH� GHFHQWUDOL]DWLRQ� LQ� WKH
HFRQRPLF�GRPDLQ��ZLWK�JUHDWHU� ODWLWXGH� IRU� ORFDO� JRYHUQPHQWV� LQ�60(�SROLF\�PDNLQJ�
7KLV� UHTXLUHV� PXFK� JUHDWHU� FR�RUGLQDWLRQ� RI� HIIRUW� EHWZHHQ� WKH� IHGHUDO� DQG� ORFDO
JRYHUQPHQWV��+HUH�WKH�GLIIHUHQFH�ZLWK�+XQJDU\�LV�VWULNLQJ��VLQFH�VXFK�GHFHQWUDOL]DWLRQ�LV
EHLQJ�FOHDUO\�SXVKHG�E\�WKH�FHQWUDO�JRYHUQPHQW��DOWKRXJK� LQ�D�VRPHZKDW�FRQWUDGLFWRU\
PDQQHU�� ,Q� 5XVVLD� LW� FRPHV�PDLQO\� IURP� WKH� VRPHWLPHV� RSSRUWXQLVWLF� HIIRUWV� RI� ORFDO
JRYHUQPHQWV�� WKDW� WKH� FHQWUDO� JRYHUQPHQW� KDV� EHHQ� XQDEOH� WR� FR�RUGLQDWH�� +HUH� WKH
+XQJDULDQ� H[SHULHQFH� FDQ� VXSSO\� ZLWK� PDQ\� LPSRUWDQW� LQVLJKWV� DQG� VXJJHVWLRQV� WKDW
FRXOG�KHOS�5XVVLD� WR�HDVH�FHQWUH�SHULSKHU\�FRQIOLFWV�DQG�JLYH� WKH� LQHYLWDEOH�EDUJDLQLQJ
SURFHVV�D�FRQVWUXFWLYH�QDWXUH�

,QGLYLGXDO� IHDWXUHV�� LQ� SDUWLFXODU� WKRVH� RI� RZQHUV� DQG� HQWUHSUHQHXUV�� DUH� DOVR� SDUWLDOO\
GLIIHUHQW� LQ� WKH� WZR� FRXQWULHV�� *LYHQ� WKH� GLIIHUHQW� RULJLQ� RI� WKLV� VRFLDO� JURXS� DQG� LWV
SUHVXPHG�FDSDELOLWLHV�� LW� DSSHDUV� WKDW� WKH� DFWLYH�SURPRWLRQ�RI� HQWUHSUHQHXUVKLS� VKRXOG
UHFHLYH�D�FHQWUDO�SODFH�LQ�5XVVLDQ�SROLFLHV��,W�LV�SDUWLFXODUO\�LPSRUWDQW�WR�RIIHU�HTXLW\�RI
VWDUWLQJ� SRLQWV� WR� GLIIHUHQW� VRFLDO� JURXSV� DQG� LQGLYLGXDOV� ZLWK� DFWLYH� SROLFLHV�� VR� WR

������������������������������������������������
�� 6HH��H�J���&LWULQ�HW�DO���������������)RU�D�SROLF\�RULHQWHG�FULWLFLVP�RI�WKLV�DSSURDFK�VHH�6WLJOLW]������

�� ([DPLQHG�HOVHZKHUH�E\�'DOODJR������



��

UDGLFDOO\� EURDGHQ� WKH� VRFLDO� EDVLV� RI� HQWUHSUHQHXUVKLS� ±� WKLV� LV� LPSRUWDQW� QRW� RQO\� IRU
KDYLQJ� PRUH� DQG� EHWWHU� PRWLYDWHG� RZQHUV� DQG� HQWUHSUHQHXUV�� EXW� LV� DOVR� D� QHFHVVDU\
FRQGLWLRQ�WR�VWUHQJWKHQLQJ�FRPSHWLWLRQ�LQ� WKH�5XVVLD�HFRQRP\��+XQJDU\�RIIHUV�YDULRXV
H[DPSOHV�RI�KRZ�WKLV�FDQ�EH�GRQH��EXW� WKLV�DFWLYLW\� LQ�5XVVLD�VKRXOG�EH�SXUVXHG�PRUH
IRUFHIXOO\�WKDQ�LQ�+XQJDU\��WR�FRPSHQVDWH�IRU�WKH�GLVDGYDQWDJH�LQ�LQGLYLGXDO�IHDWXUHV�

)LQDOO\�� VLQFH�P\� DQDO\VLV� LQGLFDWHV� WKDW� WKH� HFRQRPLF� V\VWHP� RI� WKH� WZR� FRXQWULHV� LV
ERXQG� WR�EHFRPH� LQFUHDVLQJO\�GLIIHUHQW�� SROLFLHV� VKRXOG� FRQVLGHU� WKDW� WKH� IHDWXUHV� DQG
UROH�RI�60(V�LV�DOVR�OLNHO\�WR�EH�GLIIHUHQW�� ,Q�SDUWLFXODU��VLQFH�WKH�5XVVLDQ�HFRQRP\�LV
ODUJHU�� PRUH� FORVHG� DQG� ULFKHU� LQ� UDZ� PDWHULDOV� WKDQ� WKH� +XQJDULDQ� HFRQRP\�� WKH
PLOLWDU\�VHFWRU�PRUH�LPSRUWDQW��WKH�PDUNHW�OHVV�GHYHORSHG�DQG�FRQVXPHUV
�GHPDQG�OHVV
VRSKLVWLFDWHG� DQG�GLYHUVLILHG�� ODUJH�QDWLRQDO� HQWHUSULVHV� DUH�ERXQG� WR�KDYH� JUHDWHU� UROH
DQG�ODUJH�VHULHV�SURGXFWLRQ�PRUH�LPSRUWDQW��&RQVHTXHQWO\�� WKH�EHVW�SURVSHFW�IRU�60(V
PRGHUQL]DWLRQ��ZKLFK�ZLOO�DOVR�EHWWHU�VHUYH�ILQDO��PDLQO\�ORFDO�OHYHO�FRQVXPHUV�� OLHV� LQ
YHUWLFDO�LQWHJUDWLRQ�DV�VXSSOLHUV�WR�ODUJH�ILUPV��3ROLF\�LQWHUYHQWLRQ�DQG�UHODWLYH�VWUXFWXUHV
VKRXOG� FDUHIXOO\� VXSSRUW� WKLV� DSSURDFK�� ,W� LV�PDGH�PRUH� DSSHDOLQJ� E\� FRQVLGHULQJ� WKH
VSUHDG� RI� LQWHU�HQWHUSULVH� DUUHDUV� DQG� EDUWHU� LQ� WKH� 5XVVLDQ� HFRQRP\�� ZKLFK� DUH
DSSDUHQWO\�GLIILFXOW� WR� HUDGLFDWH��7KLV� FUHDWHV� D� KLJKO\� XQIDYRXUDEOH� FRQWH[W� IRU� 60(V
DQG� KDPSHUV� WKHLU� GHYHORSPHQW�� 9HUWLFDO� LQWHJUDWLRQ� FRXOG� VXEVWDQWLDOO\� DWWHQXDWH� WKH
LPSDFW�RI�WKLV�SD\PHQWV�IDLOXUH�DQG�DOORZ�IRU�WKH�GHYHORSPHQW�RI�WKH�60(�VHFWRU�HYHQ
LQ�WKH�XQIRUWXQDWH�HYHQW�RI�VWDELOL]DWLRQ�SROLF\�IDLOXUH�

$OWHUQDWLYH�SROLFLHV�DUH�FHUWDLQO\�SRVVLEOH�EXW� LI� WKH\�GLVUHJDUG� WKH�H[LVWLQJ� IHDWXUHV�RI
WKH�WKUHH�FUXFLDO�YDULDEOHV�WKDW�IRUP�WKH�JHQHUDO�FRQWH[W�IRU�60(V�±�WKH�HQYLURQPHQW��WKH
HFRQRPLF� V\VWHP�� DQG� LQGLYLGXDO� IHDWXUHV� ±� WKH\� DUH� ERXQG� WR� IDLO� DQG� GHVWUR\� WKRVH
RSSRUWXQLWLHV� IRU� 60(V� GHYHORSPHQW� WKDW� FRQWLQXH� WR� H[LVW�� LQ� VSLWH� RI� WKH� GLIILFXOW
HFRQRPLF�VLWXDWLRQ�

7KH� $XJXVW� ����� ILQDQFLDO� FULVLV� DQG� 3XWLQ
V� HOHFWLRQ� KDYH� SDUWLDOO\� FKDQJHG� WKH
VLWXDWLRQ�� 7KH� 5RXEOH� GHYDOXDWLRQ� KDV� GLUHFWHG� GRPHVWLF� GHPDQG� WR� GRPHVWLF
SURGXFWLRQ�� 7KLV� KDV� IDYRXUHG� 60(V�� SDUWLFXODUO\� WKH� JUHDW� PDMRULW\� WKDW� RSHUDWH� LQ
WUDGLWLRQDO� EUDQFKHV� VXSSO\LQJ� SURGXFWV� ZLWK� KLJK� SULFH� HODVWLFLW\�� +RZHYHU�� 3XWLQ
V
HOHFWLRQ�LV�SUREDEO\�WKH�VLJQ�RI�FKDQJHG�SROLWLFDO�PRRG�WKDW�LV�SURGXFLQJ�QHZ�SULRULWLHV
DQG� D� GLIIHUHQW� DSSURDFK� DOVR� WR� HFRQRPLF� SROLF\� PDNLQJ�� $SSDUHQWO\� WKLV� LV� PRVWO\
IDYRXULQJ� ODUJH� GRPHVWLF� FRPSDQLHV�� ,I� VR�� WKH� DERYH� PHQWLRQHG� K\SRWKHVLV� RI� D
SRWHQWLDOO\� JUHDW� UROH� IRU� 60(V� DV� VXEFRQWUDFWRUV� LQ� YHUWLFDO� LQWHJUDWLRQ� ZLWK� ODUJH
FRPSDQLHV�LV�PRUH�WLPHO\�WKDQ�EHIRUH��:KDW�UHPDLQV�WR�EH�VHHQ�LV�ZKHWKHU�WKHUH�H[LVWV
WKH� SROLWLFDO� DQG� HFRQRPLF� OHDGHUVKLS
V� DJUHHPHQW� RQ� D� FRQVLVWHQW� SROLF\� SDFNDJH� WR
VXSSRUW�60(V�



��

5()(5(1&(6

$EUDPRYLW]��0RVHV��������� 
&DWFKLQJ�8S��)RUJLQJ�$KHDG�DQG�)DOOLQJ�%HKLQG
��-RXUQDO
RI�(FRQRPLF�+LVWRU\����������������

$UULJKHWWL��$OHVVDQGUR�DQG�0DUFR�9LYDUHOOL���������
7KH�5ROH�RI�,QQRYDWLRQ�LQ�WKH�3RVW�
(QWU\� 3HUIRUPDQFH� RI� QHZ� VPDOO� )LUPV�� (YLGHQFH� IURP� ,WDO\
�� SDSHU� SUHVHQWHG� DW� WKH
($(3(� ����� &RQIHUHQFH� RQ� :K\� ,V� (FRQRPLFV� 1RW� $Q� (YROXWLRQDU\� 6FLHQFH"
,QVWLWXWLRQV��/HDUQLQJ�DQG�&KDQJH��7HFKQLFDO�8QLYHUVLW\�RI�/LVERQ������1RYHPEHU�

%DJHOOD��0LFKHOH���������HG����'LVWUHWWL��ULFHUFD�H�VYLOXSSR��HVSRUWD]LRQL��)DWWL�VWLOL]]DWL
H�ULVXOWDWL�HPSLULFL��0HGLRFUHGLWR�&HQWUDOH��2VVHUYDWRULR�VXOOH�3LFFROH�H�0HGLH�,PSUHVH�
4XDGHUQL�GL�3ROLWLFD�,QGXVWULDOH��1������0DUFK�

%DUD�� =ROWiQ� �������� 
%H]iUyGy� YHUVHQ\SLDFRN� D]� iWPHQHWL� JD]GDViJL� UHQGV]HUHNEHQ
�&ORVLQJ� FRPSHWLWLYH� PDUNHWV� LQ� WKH� WUDQVLWLRQDO� HFRQRPLF� V\VWHPV��� .|]JD]GDViJL
6]HPOH��������0D\�����������

%DWHV�� 7LPRWK\� �������� 
(QWUHSUHQHXU� +XPDQ� &DSLWDO� ,QSXWV� DQG� 6PDOO� %XVLQHVV
/RQJHYLW\
��5HYLHZ�RI�(FRQRPLFV�DQG�6WDWLVWLFV����������������

%DXPRO�� :LOOLDP� -�� �������� (QWUHSUHQHXUVKLS�� 0DQDJHPHQW�� DQG� WKH� 6WUXFWXUH� RI
3D\RIIV��&DPEULGJH��0$��7KH�0,7�3UHVV�

%HFDWWLQL�� *LDFRPR� �������� 
7KH�0DUVKDOOLDQ� ,QGXVWULDO� 'LVWULFW� DV� D� 6RFLR�(FRQRPLF
1RWLRQ
�� LQ� )�� 3\NH��*��%HFDWWLQL� DQG�:�� 6HQJHQEHUJHU� �HGV��� ,QGXVWULDO�'LVWULFWV� DQG
,QWHU�)LUP�&RRSHUDWLRQ�LQ�,WDO\��*HQHYD��,QWHUQDWLRQDO�,QVWLWXWH�IRU�/DERXU�6WXGLHV�

%HFDWWLQL��*LDFRPR�DQG�(��5XOODQL���������
/RFDO�6\VWHPV�DQG�*OREDO�&RQQHFWLRQV��7KH
5ROH�RI�.QRZOHGJH
��LQ�)��&RVVHQWLQR��)��3\NH�DQG�:��6HQJHQEHUJHU��HGV���SS����������

%HQHGHWWL��(XJHQLR��0DXUL]LR�0LVWUL� DQG�6WHIDQR�6RODUL� �������� 
/RFDO�6HOI�RUJDQL]LQJ
(FRQRPLF� 3URFHVVHV�� WKH� &DVH� RI� ,WDOLDQ� ,QGXVWULDO� 'LVWULFWV
�� SDSHU� SUHVHQWHG� DW� WKH
($(3(� ����� &RQIHUHQFH� RQ� :K\� ,V� (FRQRPLFV� 1RW� $Q� (YROXWLRQDU\� 6FLHQFH"
,QVWLWXWLRQV�� /HDUQLQJ� $QG� &KDQJH�� /LVERQ�� 7HFKQLFDO� 8QLYHUVLW\� RI� /LVERQ�� ���
1RYHPEHU�

%UH]LQVNL��+RUVW�DQG�0LFKDHO�)ULWVFK���������HGV���7KH�(FRQRPLF�,PSDFW�RI�1HZ�)LUPV
LQ�3RVW�6RFLDOLVW�&RXQWULHV��%RWWRP�XS�7UDQVIRUPDWLRQ�LQ�(DVWHUQ�(XURSH��&KHOWHQKDP�
(GZDUG�(OJDU�

&,3(���������.HUHV]WXWDN��$MiQOiVRN�D�PDJiQYiOODONR]iVRN�Q|YHNHGpVpKH]��&HQWUH� IRU
,QWHUQDWLRQDO� 3ULYDWH� (QWHUSULVH�� *D]GDViJL�-RJL� 5HIRUP� 3URJUDP� 0DJ\DURUV]iJRQ�
SULPDYHUD�

&LWULQ�� 'DQLHO�� -RQDWKDQ� $QGHUVRQ� DQG� -HURPLQ� =HWWHOPH\HU� �������� 
7KH� ,0)
V
$SSURDFK� WR� 6WDELOL]DWLRQ� LQ� WKH� %DOWLFV�� 5XVVLD� DQG� WKH� RWKHU� IRUPHU� 6RYLHW� 8QLRQ
&RXQWULHV
��02&7�0267��������������
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&ODUNH�� 7KRPDV� DQG� &KULVWRV� 3LWHOLV� ������� �HGV��� 7KH� 3ROLWLFDO� (FRQRP\� RI
3ULYDWL]DWLRQ��/RQGRQ��5RXWOHGJH�

&ROHPDQ�� -DPHV� 6�� �������� )RXQGDWLRQV� RI� 6RFLDO� 7KHRU\�� &DPEULGJH�� &DPEULGJH
8QLYHUVLW\�3UHVV�

&RH�� 'DYLG� DQG� (OKDQDQ� +HOSPDQ� �������� 
,QWHUQDWLRQDO� 5	'� VSLOORYHUV
�� (XURSHDQ
(FRQRPLF�5HYLHZ����������������

&RVVHQWLQR��)UDQFHVFR��)UDQN�3\NH�DQG�:HUQHU�6HQJHQEHUJHU� ������� �HGV���/RFDO�DQG
5HJLRQDO�5HVSRQVH� WR�*OREDO�3UHVVXUH��7KH�&DVH�RI� ,WDO\�DQG� LWV� ,QGXVWULDO�'LVWULFWV�
5HVHDUFK�6HULHV������*HQHYD��,/2�

&VDED��/jV]Oz� ������� �HG����7KH�+XQJDULDQ�60(�6HFWRU�'HYHORSPHQW� LQ�&RPSDUDWLYH
3HUVSHFWLYH�� %XGDSHVW�� .RSLQW�'DWRUJ� DQG� :DVKLQJWRQ�� '&�� &,3(� �&HQWHU� IRU
,QWHUQDWLRQDO�3ULYDWH�(QWHUSULVH��

&VDED��/jV]Oz���������
7KH�5ROH�RI�)LQDQFLQJ�LQ�7KH�*URZWK�RI�6PDOO�DQG�0HGLXP�6L]H
(QWHUSULVH�6HFWRU
��SDSHU�SUHSDUHG�IRU� WKH�818�:,'(5�UHVHDUFK�SURMHFW�RQ�6PDOO�DQG
0HGLXP� (QWHUSULVHV� LQ� 7UDQVLWLRQ�� +RZ� 'RHV� (QWUHSUHQHXUVKLS� 'HYHORS� LQ� 3RVW�
6RFLDOLVW�6WDWHV��+HOVLQNL�

'DOODJR�� %UXQR� �������� 
7KH� 1RQ�6RFLDOL]HG� 6HFWRU� LQ� +XQJDU\�� $Q� $WWHPSW� DW
(VWLPDWLRQ� RI� LWV� ,PSRUWDQFH
�� -DKUEXFK� GHU�:LUWVFKDIW�2VWHXURSDV�<HDUERRN� RI� (DVW�
(XURSHDQ�(FRQRPLFV��������������

'DOODJR��%UXQR� ��������7KH� ,UUHJXODU�(FRQRP\��7KH� 
8QGHUJURXQG
�(FRQRP\�DQG� WKH

%ODFN
�/DERXU�0DUNHW��$OGHUVKRW��'DUWPRXWK�

'DOODJR�� %UXQR� �������� 
+XQJDU\� DQG� 3RODQG�� 7KH� 1RQ�6RFLDOL]HG� 6HFWRU� DQG
3ULYDWL]DWLRQ
��2VWHXURSD�:LUWVFKDIW����������������

'DOODJR��%UXQR���������
/D�SULYDWL]]D]LRQH�LQ�8QJKHULD
��3ULYDWL]DWLRQ�LQ�+XQJDU\���(VW�
2YHVW�����������

'DOODJR�� %UXQR� �������� 7KH� ,UUHJXODU� (FRQRP\� LQ� 7UDQVLWLRQ�� )HDWXUHV��0HDVXUHPHQW
DQG�6FRSH�� LQ�5��+RO]PDQQ��-��*iFV�DQG�*��:LQNOHU� �HGV���2XWSXW�'HFOLQH� LQ�(DVWHUQ
(XURSH��8QDYRLGDEOH��([WHUQDO� ,QIOXHQFH�RU�+RPHPDGH"��.OXZHU��'RUGUHFKW�� SS�� ���
���

'DOODJR��%UXQR���������
,QYHVWPHQW��6\VWHPLF�(IILFLHQF\�DQG�'LVWULEXWLRQ
��.\NORV�������
��������

'DOODJR�� %UXQR� �������� 
7KH� (FRQRPLF� 6\VWHP�� 7UDQVLWLRQ� DQG� 2SSRUWXQLWLHV� IRU
(QWUHSUHQHXUVKLS
�� LQ� (QWUHSUHQHXUVKLS� DQG� 60(V� LQ� 7UDQVLWLRQ� (FRQRPLHV�� 3DULV�
/(('�2(&'��SS����������

'DOODJR�� %UXQR� �������� 
7KH� 2UJDQLVDWLRQDO� DQG� 3URGXFWLYH� ,PSDFW� RI� WKH� (FRQRPLF
6\VWHP��7KH�&DVH�RI�60(V
��7UHQWR��'HSDUWPHQW�RI�(FRQRPLFV��8QLYHUVLW\�RI�7UHQWR�
PLPHR�

'HQ]DX��$UWKXU��7��DQG�'DYLG�&��1RUWK���������
6KDUHG�0HQWDO�0RGHOV��,GHRORJLHV�DQG
,QVWLWXWLRQV
��.\NORV�������������



��

(%5'���������7UDQVLWLRQ�5HSRUW�������/RQGRQ��(XURSHDQ�%DQN�IRU�5HFRQVWUXFWLRQ�DQG
'HYHORSPHQW�

)RVV��1LFRODL��-��DQG�%ULDQ�-��/RDVE\���������(FRQRPLF�2UJDQL]DWLRQ��&DSDELOLWLHV�DQG
&R�RUGLQDWLRQ��(VVD\V�LQ�+RQRXU�RI�*��%��5LFKDUGVRQ��/RQGRQ��5RXWOHGJH�

)90� �������� $]� DJUiUJD]GDViJ�� D� YLGpNIHMOHV]WpV� pV� D� WHU�OHWIHMOHV]WpV� VWUDWpJLDL
NpUGpVHL��7KH�VWUDWHJLF�TXHVWLRQV�RI�WKH�DJUDULDQ�HFRQRP\��FRXQWU\VLGH�GHYHORSPHQW�DQG
WHUULWRULDO� GHYHORSPHQW��� %XGDSHVW�� )|OGP�YHOpV�J\L� pV� 9LGpNIHMOHV]WpVL� 0LQLV]WpULXP�
0DUFK�

*OLQNLQD�� 6YHWODQD� �������� 
6PDOO� %XVLQHVV� DV� D� 6SKHUH� RI� 6XUYLYDO� $FWLYLW\�
(QWUHSUHQHXUVKLS�� 3URSULHWRUVKLS� DQG� 6XEVLVWHQFH� LQ� 7UDQVLWLRQ� (FRQRPLHV
�� SDSHU
SUHSDUHG� IRU� WKH�818�:,'(5� UHVHDUFK� SURMHFW� RQ� 6PDOO� DQG�0HGLXP�(QWHUSULVHV� LQ
7UDQVLWLRQ��+RZ�'RHV�(QWUHSUHQHXUVKLS�'HYHORS�LQ�3RVW�6RFLDOLVW�6WDWHV��+HOVLQNL�

*UDERZVNL�� 0DFLHM� ������� �HG���� ,QWHJUDWLQJ� 6PDOO� DQG� 0HGLXP�6L]HG� (QWHUSULVHV� LQ
7UDQVIRUPDWLRQ� &RXQWULHV� LQWR� (XURSHDQ� 7UDGH� )ORZV� DQG� &R�RSHUDWLRQ� 6FKHPHV�
$&(�3+$5(� 5HVHDUFK� 3URMHFW� 1R�� ��������5�� *GDQVN�� 7KH� *GDQVN� ,QVWLWXWH� IRU
0DUNHW�(FRQRPLFV�

*UDQRYHWWHU�� 0DUN� �������� 
(FRQRPLF� $FWLRQ� DQG� 6RFLDO� 6WUXFWXUH�� 7KH� 3UREOHP� RI
(PEHGGHGQHVV
��$PHULFDQ�-RXUQDO�RI�6RFLRORJ\��������1RYHPEHU�����������

*URVVPDQ�� *UHJRU\� �������� 
7KH� 
VHFRQG� HFRQRP\
� RI� WKH� 8665
�� 3UREOHPV� RI
&RPPXQLVP������6HSWHPEHU�2FWREHU���������

+8������D���
3URPRWLRQ�RI�WKH�'HYHORSPHQW�RI�60(V
��7KH�+XQJDULDQ�(FRQRP\������
�KWWS���ZZZ�JP�KX�KXQHF�Y��Q��F��KWP��

+8� �����E��� 
7KH� 6LWXDWLRQ� RI� 60(�V� DV�5HIOHFWHG� E\� WKH� (XURSHDQ� ,QWHJUDWLRQ
�� 7KH
+XQJDULDQ�(FRQRP\��������KWWS���ZZZ�JP�KX�KXQHF�Y��Q��F��KWP��

+8� �����F��� 
:KDW� DUH�%XVLQHVVPHQ
V�9LHZV� RQ� WKH�6LWXDWLRQ� RI� 6PDOO� DQG�0HGLXP�
6L]HG� (QWHUSULVHV"
�� 7KH� +XQJDULDQ� (FRQRP\� ���� �
�KWWS���ZZZ�JP�KX�KXQHF�Y��Q��F��KWP��

+8� �����G��� 
7DUJHWHG� 3URJUDP� IRU� 6XEFRQWUDFWRU
�� 7KH� +XQJDULDQ� (FRQRP\� ���� �
�KWWS���ZZZ�JP�KX�KXQHF�Y��Q��F��KWP��

,'6(���������7UDVIRUPD]LRQL�VWUXWWXUDOL�H�FRPSHWLWLYLWj�GHL�VLVWHPL�ORFDOL�GL�SURGX]LRQH�
,�� UDSSRUWR� ,'6(�&15� VXO� FDPELDPHQWR� VWUXWWXUDOH� GHOO
HFRQRPLD� LWDOLDQD��0LODQ� DQG
5RPH�

,.,0� �������� $� NLV�� pV� N|]pSYiOODONR]iV� IHMOHV]WpV� WHUYH]HWW� NRUPiQ\]DWL� IHODGDWDM�
%XGDSHVW�� ,SDUL�� .HUHVNHGHOPL� pV� ,GHJHQIRUJDOPL� 0LQLV]WpULXP�� YiOODONR]iVIHMOHV]WpVL
RV]WiO\����0DUFK�

.DUVDL�� -XGLW� �������� 
7KH� UROH�RI� YHQWXUH� FDSLWDO� LQ� ILQDQFLQJ�RI�+XQJDULDQ� VPDOO� DQG
PHGLXP�VL]H�HQWHUSULVHV
��LQ�/jV]Oz�&VDED��HG����SS����������



��

.HOOHU�� -DPHV� �������� 
$UH� LQWHUQDWLRQDO� 5	'� VSLOORYHUV� WUDGH�UHODWHG"� $QDO\VLQJ
VSLOORYHUV� DPRQJ� UDQGRPO\� PDWFKHG� WUDGH� SDUWQHUV
�� 1%(5������� &DPEULGJH�� 0$��
1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

.HVWHU�� :�� &DUO� �������� 
,QGXVWULDO� *URXSV� DV� 6\VWHPV� RI� &RQWUDFWXDO� *RYHUQDQFH
�
2[IRUG�5HYLHZ�RI�(FRQRPLF�3ROLF\�������������

.),� �������� 6WDWH� RI� 6PDOO� DQG�0HGLXP�6L]HG�%XVLQHVV� LQ�+XQJDU\�� ������ %XGDSHVW
�,QVWLWXWH�IRU�6PDOO�%XVLQHVV�'HYHORSPHQW��$QQXDO�5HSRUW��

.),� ��������$� NLV�� pV� N|]pSYiOODONR]iVRN� KHO\]HWH� ����� �6WDWH� RI� 6PDOO� DQG�0HGLXP
6L]HG� %XVLQHVV� LQ� +XQJDU\�� ������� %XGDSHVW�� .LVYiOODONR]iV�IHMOHV]WpVL� ,QWp]HW�� eYHV
MHOHQWpV��,QVWLWXWH�IRU�6PDOO�%XVLQHVV�'HYHORSPHQW��$QQXDO�5HSRUW��

.),� �������� 6WDWH� RI� 6PDOO� DQG�0HGLXP�6L]HG�%XVLQHVV� LQ�+XQJDU\�� ������ %XGDSHVW
�,QVWLWXWH�IRU�6PDOO�%XVLQHVV�'HYHORSPHQW��$QQXDO�5HSRUW��

.LUiO\�� -~OLD� DQG�eYD�9iUKHJ\L� �������� 
60(�)LQDQFH� ±�$Q� 60(�%DQN"� 3RVVLELOLWLHV
DQG�&RQVWUDLQWV�RI�VHWWLQJ�XS�D�6SHFLDOLVHG�)LQDQFLDO�$JHQF\�VXSSRUWLQJ�60(
��LQ�/jV]Oz
&VDED��HG����SS����������

.|KHJ\L�� .iOPiQ� �������� 
.LVYiOODONR]iVRN� D� QDJ\YiOODODWRN� PHOOHWW� D� NLOHQFYHQHV
pYHNEHQ
��6PDOO�YHQWXUHV�EHVLGH�ELJ�HQWHUSULVHV�LQ�WKH�1LQHWLHV���.�OJD]GDViJ�����������

.RUQDL��-iQRV���������(FRQRPLFV�RI�6KRUWDJH��$PVWHUGDP��1RUWK�+ROODQG�

.RUQDL�� -iQRV� �������� 7KH� 6RFLDOLVW� 6\VWHP�� 7KH� 3ROLWLFDO� (FRQRP\� RI� &RPPXQLVP�
3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV�

.RUQDL��-iQRV���������7KH�(YROXWLRQ�RI�)LQDQFLDO�'LVFLSOLQH�XQGHU�3RVWVRFLDOLVW�6\VWHP
�

.\NORV����������������

.U\VKWDQRYVND\D��2��DQG�6��:KLWH���������
)URP�6RYLHW�1RPHQNODWXUD�WR�5XVVLDQ�eOLWH
�
(XURSH�$VLD�6WXGLHV����������������

.XF]L�� 7LERU� DQG� *\|UJ\� /HQJ\HO� �����D�� �HGV��� 7KH� 6SUHDG� RI� (QWUHSUHQHXUVKLS� LQ
(DVWHUQ�(XURSH��6XUYH\�(YLGHQFH�RQ�(QWUHSUHQHXULDO�,QFOLQDWLRQ���%XGDSHVW��&HQWHU�IRU
3XEOLF�$IIDLUV�6WXGLHV��5HVHDUFK�5HSRUWV���

.XF]L��7LERU�DQG�*\|UJ\�/HQJ\HO������E��� 
7KH�6SUHDG�RI�(QWUHSUHQHXUVKLS�LQ�(DVWHUQ
(XURSH
��LQ�7��.XF]L�DQG�*��/HQJ\HO��HGV���SS����������

.XF]L�� 7LERU� DQG� &VDED� 0DNy� �������� $� 9iOODONR]yN� WiUVDGDOPL� HU|IRUUiVDL� pV� D
YiOODONR]iVRN� Q|YHNHGpVH�� pOHWFLNOXVDL� N|]|WWL� |VVHI�JJpVHN� �.XWDWiVL� EHV]iROy��
%XGDSHVW�� %XGDSHVW� 8QLYHUVLW\� RI� (FRQRPLFV� DQG� +$6� ,QVWLWXWH� RI� 6RFLRORJLFDO
5HVHDUFK�

/DNL��0LKiO\���������.LVYiOODONR]iV�D�V]RFLDOL]PXV�XWiQ� �6PDOO�(QWUHSUHQHXUVKLS�DIWHU
6RFLDOLVP���%XGDSHVW��.|]JD]GDViJL�6]HPOH�$ODStWYiQ\�

/DN\��7HUp]� �������� 
$�NLVYiOODONR]iVRN�Q|YHNHGpVpQHN�NRUOiWDL
��6]RFLROyJLDL�6]HPOH�
���������



��

/DN\�� 7HUp]� �������� $� PXQNDHU|SLDF� NHUHVOHWpW� pV� NtQiODWiW� DODNtWy� IRO\DPDWRN� �7KH
SURFHVVHV�PRXOGLQJ�WKH�GHPDQG�DQG�VXSSO\�RI�WKH�ODERXU�PDUNHW���%XGDSHVW��0XQN�J\L
.XWDWy�,QWp]HW�

/DZUHQFH�3HWHU���������
6HOOLQJ�2II�WKH�6WDWH��3ULYDWLVDWLRQ�LQ�+XQJDU\
��LQ�7��&ODUNH�DQG
&��3LWHOLV��HGV���SS����������

/HQJ\HO��*\|UJ\��������� 
(QWUHSUHQHXULDO� ,QFOLQDWLRQ� LQ�+XQJDU\�����������
�� LQ�7LERU
.XF]L�DQG�*\|UJ\�/HQJ\HO��HGV���SS�������

/RDVE\�� %ULDQ� -�� �������� 
2UJDQLVDWLRQDO� &DSDELOLWLHV� DQG� ,QWHUILUP� 5HODWLRQV
�
0HWURHFRQRPLFD����������������

0DWKHLND��=ROWiQ��������� 
9iOODONR]iVIHMOHV]WpV��ILQDQV]tUR]iV�pV�DGy]iV
��.�OJD]GDViJ�
����������

0F'DQLHO��7LP���������7KH�$JRQ\�RI�WKH�5XVVLDQ�,GHD��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\
3UHVV�

0LKiO\L�� 3pWHU� ��������$�PDJ\DU� SULYDWL]iFLy� NUyQLNiMD� ���������� �7KH� FKURQLFOH� RI
+XQJDULDQ�SULYDWLVDWLRQ�������������%XGDSHVW��.|]JD]GDViJL�pV�-RJL�.|Q\YNLDGy�

0.*0� �����D��� $� NRUPiQ\� PLNUR��� NLV�� pV� N|]pSYiOODONR]iVRNDW� VHJtW|� VWUDWpJLiMD�
%XGDSHVW�� $� 0DJ\DU� .|]WiUVDViJ� *D]GDViJL� 0LQLV]WpULXPD
�KWWS���ZZZ�JP�KX�HFRQRP\�IRUUDV��VWUDWHJ\�KWP��

0.*0� �����E��� ������ pYL� ;&9�� 7|UYpQ\� D� NLV�� pV� N|]pSYiOODONR]iVRNUyO�� IHMO|GpV�N
WiPRJDWiViUyO��/DZ�;&9������RQ�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV�DQG�WKH�VXSSRUW
WR�WKHLU�GHYHORSPHQW���%XGDSHVW��$�0DJ\DU�.|]WiUVDViJ�*D]GDViJL�0LQLV]WpULXPD�

2(&'���������(QWUHSUHQHXUVKLS�DQG�6PDOO�%XVLQHVV�LQ�WKH�5XVVLDQ�)HGHUDWLRQ��3DULV�
&HQWUH� IRU� &R�RSHUDWLRQ� ZLWK� WKH� (FRQRPLHV� LQ� 7UDQVLWLRQ�� 7HUULWRULDO� 'HYHORSPHQW
6HUYLFH�UHI��&&(7�'7�������

2VWURP�� (OLQRU� �������� *RYHUQLQJ� WKH� &RPPRQV�� 7KH� (YROXWLRQ� RI� ,QVWLWXWLRQV� IRU
&ROOHFWLYH�$FWLRQ��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�

27.� ��������2UV]iJRV� 7HU�OHWIHMOHV]WpVL� .RQFHSFLy� �1DWLRQDO� &RQFHSW� RI� 7HUULWRULDO
'HYHORSPHQW��� %XGDSHVW�� .|UQ\H]HWYpGHOPL� pV� 7HU�OHWIHMOHV]WpVL� 0LQLV]WpULXP
�0LQLVWU\�RI�(QYLURQPHQWDO�3URWHFWLRQ�DQG�7HUULWRULDO�'HYHORSPHQW���0DUFK�

3HOOHJULQ�� -XOLH� �������� 
7KH� 5ROH� RI� 237� LQ� ,QFRUSRUDWLQJ� 60(V� LQWR�:HVWHXURSHDQ
&RRSHUDWLRQ�6FKHPHV
��LQ�0DFLHM�*UDERZVNL��HG����SS����������

3XWQDP��5REHUW�'�� ��������0DNLQJ�'HPRFUDF\�:RUN�� 3ULQFHWRQ�� 3ULQFHWRQ�8QLYHUVLW\
3UHVV�

3\NH�� )UDQN�� *LDFRPR� %HFDWWLQL� DQG� :HUQHU� 6HQJHQEHUJHU� ������� �HGV��� ,QGXVWULDO
'LVWULFWV�DQG�,QWHU�)LUP�&RRSHUDWLRQ�LQ�,WDO\��*HQHYD��,QWHUQDWLRQDO�,QVWLWXWH�IRU�/DERXU
6WXGLHV�

5DGDHY��9DGLP� �������� 
3UDFWLFLQJ�DQG�3RWHQWLDO�(QWUHSUHQHXUVKLS� LQ�5XVVLD
�� LQ�7LERU
.XF]L�DQG�*\|UJ\�/HQJ\HO��HGV���SS��������



��

5DGDHY��9DGLP��������� 
7KH�'HYHORSPHQW�RI�6PDOO�(QWUHSUHQHXUVKLS�LQ�5XVVLD
��SDSHU
SUHSDUHG�IRU�WKH�818�:,'(5�SURMHFW�RQ�6PDOO�DQG�0HGLXP�(QWHUSULVHV�LQ�7UDQVLWLRQ�
+RZ�'RHV�(QWUHSUHQHXUVKLS�'HYHORS�LQ�3RVW�6RFLDOLVW�6WDWHV��+HOVLQNL�

5DLVHU�� 0DUWLQ� �������� 
,QIRUPDO� LQVWLWXWLRQV�� VRFLDO� FDSLWDO� DQG� HFRQRPLF� WUDQVLWLRQ�
UHIOHFWLRQV�RQ�D�QHJOHFWHG�GLPHQVLRQ
��/RQGRQ��(XURSHDQ�%DQN�IRU�5HFRQVWUXFWLRQ�DQG
'HYHORSPHQW��:RUNLQJ�3DSHU�1R�����

5H\QROGV�� 3DXO� '�� �������� 
7KH� 5ROH� RI� (QWUHSUHQHXUVKLS� LQ� (FRQRPLF� 6\VWHPV�
'HYHORSHG� 0DUNHW� DQG� 3RVW�6RFLDOLVW� (FRQRPLHV
�� LQ� +RUVW� %UH]LQVNL� DQG� 0LFKDHO
)ULWVFK��HGV���SS�������

5LFKDUGVRQ�� *HRUJH� �������� 
7KH� 2UJDQLVDWLRQ� RI� ,QGXVWU\
�� (FRQRPLF� -RXUQDO� ���
�6HSWHPEHU�����������

5LFKDUGVRQ��*HRUJH��������� 
6RPH�3ULQFLSOHV�RI�(FRQRPLF�2UJDQL]DWLRQ
�� LQ�1LFRODL�-�
)RVV�DQG�%ULDQ�/RDVE\��HGV��

5yEHUW�� 3pWHU� �������� 
.LNE|O� OHWWHN� YiOODONR]yN"� $� YiOODONR]yYi� YiOiV� PDJKDWiUR]y
WpQ\H]|L�0DJ\DURUV]iJRQ�D�NRPPXQL]PXV� HO|WW� pV�XWiQ
� �:KR�EHFDPH� HQWUHSUHQHXUV"
7KH� IDFWRUV� GHWHUPLQLQJ� KRZ� WR� EHFRPH� DQ� HQWUHSUHQHXU� EHIRUH�� GXULQJ� DQG� DIWHU
FRPPXQLVP���.|]JD]GDViJL�6]HPOH��������0D\�����������

6DQWRV��)DELDQD���������
1HLWKHU��WKH�9LVLEOH�+DQG��QRU��WKH�,QYLVLEOH�+DQG���,QWHU�ILUP
&RRSHUDWLRQ� DQG� WKH� 2UJDQL]DWLRQ� RI� ,QGXVWU\
�� SDSHU� SUHVHQWHG� DW� WKH� ($(3(� ����
&RQIHUHQFH�RQ�:K\�,V�(FRQRPLFV�1RW�$Q�(YROXWLRQDU\�6FLHQFH"�,QVWLWXWLRQV��/HDUQLQJ
DQG�&KDQJH��/LVERQ��7HFKQLFDO�8QLYHUVLW\�RI�/LVERQ������1RYHPEHU�

6WLJOLW]�� -RVHSK�(�� �������� 
0RUH� ,QVWUXPHQWV� DQG�%URDGHU�*RDOV��0RYLQJ� WRZDUG� WKH
3RVW�:DVKLQJWRQ� &RQVHQVXV
�� :,'(5� $QQXDO� /HFWXUHV� ��� +HOVLQNL�� 818�:,'(5�
-DQXDU\�

6WLJOLW]�� -RVHSK� (�� �������� 
:KLWKHU� 5HIRUP"� 7HQ� <HDUV� RI� WKH� 7UDQVLWLRQ
�� SDSHU
SUHVHQWHG�DW�WKH�$QQXDO�%DQN�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��:DVKLQJWRQ��'&�
:RUOG�%DQN��������$SULO�

6ZDDQ��:LP� �������� 
&DSDELOLWLHV� DQG� ,QVWLWXWLRQDO� &KDQJH�� 3RVW�6RFLDOLVW� (FRQRPLHV
DQG� /DWH� ,QGXVWULDOL]LQJ� (FRQRPLHV� &RPSDUHG
�� %XGDSHVW�� ,QVWLWXWH� RI� (FRQRPLFV�
+XQJDULDQ�$FDGHP\�RI�6FLHQFHV��PLPHR�

7yWK�� ,VWYiQ� -iQRV� �����D��� 
0DUNHW� /LQNV� DQG�*URZWK�&DSDELOLW\� RI� (QWHUSULVHV� LQ� D
7UDQVIRUPLQJ�(FRQRP\��7KH�&DVH�RI�+XQJDU\
��LQ�/jV]Oz�&VDED��HG����SS��������

7yWK�� ,VWYiQ� -iQRV� �����E��� 
$� PDJ\DU� YiOODONR]iVRN� H[SRUWNpSHVVpJpW� EHIRO\iVROy
WpQ\H]|N�HPSLULNXV�HOHP]pVH
� �(PSLULFDO�DQDO\VLV�RI� WKH� IDFWRUV� LQIOXHQFLQJ� WKH�H[SRUW
FDSDFLW\�RI�+XQJDULDQ�HQWHUSULVHV���.�OJD]GDViJ�����������

8YDOLF��0LOLFD��������� 
(IIHFWV�RI�WKH�0RGH�RI�3ULYDWL]DWLRQ�RQ�WKH�&UHDWLRQ��'LIIXVLRQ
DQG� 3HUIRUPDQFH� RI� 60(V� LQ� 7UDQVLWLRQ� (FRQRPLHV
�� SDSHU� SUHSDUHG� IRU� WKH
818�:,'(5� UHVHDUFK� SURMHFW� RQ�6PDOO� DQG�0HGLXP�(QWHUSULVHV� LQ� 7UDQVLWLRQ��+RZ
'RHV�(QWUHSUHQHXUVKLS�'HYHORS�LQ�3RVW�6RFLDOLVW�6WDWHV��+HOVLQNL�



��

:LOOLDPVRQ�� 2OLYHU� (�� �������� 0DUNHWV� DQG� +LHUDUFKLHV�� $QDO\VLV� DQG� $QWLWUXVW
,PSOLFDWLRQV��1HZ�<RUN��)UHH�3UHVV�

:LOOLDPVRQ��2OLYHU�(����������7KH�(FRQRPLF�,QVWLWXWLRQV�RI�&DSLWDOLVP��)LUPV��0DUNHWV�
5HODWLRQDO�&RQWUDFWLQJ��1HZ�<RUN��7KH�)UHH�3UHVV�




